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PROCEEDINGS

CHAIRPERSON WESTLY: I would like to call this
meeting of the State Lands Commission to order. All of
the representatives of the Commission are present. And
I'm Steve Westly. I'm the State Controller. And I'm
joined today by Lieutenant Governor Cruz Bustamante; and
Anne Sheehan, representing the Department of Finance.

For the benefit of those in the audience, the
State Lands Commission administers properties owned by the
state as well as its mineral interests. Today, we'll hear
proposals concerning the leasing and management of those
public properties.

The first item of business will be the adoption of
the minutes from the Commission's last meeting.

And may I have a motion to approve the minutes?

ACTING COMMISSIONER SHEEHAN: So moved.

CHAIRPERSON WESTLY: Second?

COMMISSIONER BUSTAMANTE: Second.

CHAIRPERSON WESTLY: All in favor?

(Ayes.)

CHAIRPERSON WESTLY: And it's unanimously adopted.

The next order of business is the Executive
Officer's Report. And Mr. Thayer, I would love to get
your report.

I would just like to apologize to the members of
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the public for the late start of this meeting. And please
direct any complaints to Southwest Airlines.

(Laughter.)

CHAIRPERSON WESTLY: We were a little late getting
in. My apologies.

Mr. Thayer?

EXECUTIVE OFFICER THAYER: Thank you, Mr. Chair.
Good afternoon.

I want to start off by saying my understanding is
that a radio station will be taping this program, so fair
warning to everybody. So my understanding is this program
will be taped for use on a radio broadcast. And I think
the Board staff, because of the large number of people
here, turned the TV on, out in the lobby, with the sound.

CHAIRPERSON WESTLY: By the way, that's an
important announcement. I would ask, if people have cell
phones, please turn them off. And if you are getting up
or wanting to chat about issues, please step outside.

Again for the, radio, if you have complaints, it's
T-H-A-Y-E-R.

(Laughter.)

CHAIRPERSON WESTLY: Right, Mr. Thayer?

EXECUTIVE OFFICER THAYER: Yes, perfect.

Other than those housekeeping items, I wanted to

talk about two items this morning. And one is to provide
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on update to the staff response to the Commission -- the
Chair's proposals to look at global warming, climate
change, and sea level rise 1n terms of the impact to the
State Lands Commission and the areas that we have
jurisdiction over.

This is something that we're -- is an ongoing
effort. We started talking to the AG's office and with
the Coastal Commission about this. But I wanted to talk a
little bit about some of the highlights that we'll be
honing in on. And this is obviously something that's
going to be involving us, indefinitely, for the future.
It's not going to result in one staff report; it's going
to be a continuing issue.

Of course, it's pretty obvious that there will be
impacts to waterways that we have jurisdiction over. All
the predictions are that if the warming occurs, that there
will be run off both because precipitation that now falls
as snow will fall as rain. And there's also some concern
that we may have stronger storms. So we can anticipate
additional flows through the fresh water system, and
probably the need to do additional levee strengthening.
As much as it is occurring right now in the delta, which
the Commission has approved in the last few meetings.

Along the coast, I think the issues are likely to

be more severe and raise more policy issues for the Lands
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Commission.

The higher sea levels and more powerful storms
will adversely affect all aspects of shoreline. In the
natural state, things like beaches and bluffs and marshes
would recede as the water rose, through erosion and
through flooding. But of course, in the urban -- and new
habitats we create will replace the old ones. Perhaps we
would end up with a situation that wouldn't be that
different.

But the problem will be in urban areas, where
existing development will want to be protected from that
inland surge of sea. And so you're likely to see, in a
lot of proposals, for further armoring of the coast, if
you haven't already. But they will be more extreme and
more continuous. Public Trust resources will squeeze
between the rising sea and this armoring of the coast.
And so it's very possible that marshes right now, that
we're spending gobs of money on and trying to save, will
be threatened, and that they won't have the opportunity to
spread inland.

Similarly, recreational beaches, which are
symbolic of California, really, to a lot of people, are
under threat. You look at all the beaches along Los
Angeles or Orange County or San Diego. They are pretty

much in urban areas. And so the development, which is
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immediately adjacent to them will want to be protected
from the impacts. So it's a very severe problemn.

How to address these legally, it's difficult.

Obviously, if things were left to their own, or
without the protective devices, the Public Trust Lands
would migrate inland. And so the guestion will arise,
whether or not, in an unnatural state, whether some of the
property behind these seawalls should be considered Public
Trust lands. Certainly, in other situations, we reject
artificial changes to the shoreline in terms of
determining whether Public Trust doctrine, as the way we
usually do it, is a consequznce of fill and things like
this.

So this would be a different challenge to talk
about, whether or not future changes, which never occur
because of the seawalls, should be deemed legally to be an
expansion of Public Trust lands.

And obviously, this is going to have enormous
legal and political issues associated with this question.
It's going to be a clash between trying to preserve the
Public's resources, the Public Trust lands, and the
ability of private owners to -- to protect their lands.
And so this is one of those classic things that's not
going to have an easy answer. And it's going to take a

lot of thought, and I imagine there will be a lot of
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starts and stops. But I think it's time to start looking
at that and trying to figure out a policy or a direction
that makes sense.

It's also clear that impacts of global warming and
climate change and sea level rise will affect a number of
different agencies. And the different state agencies will
need to work cooperatively together.

We have our piece of it; other agencies have they
piece. But they are all related, so we're going to need
to work cooperatively.

And after the last year, when the Chair's been
sitting on the Ocean Protection Council, I'd like to point
out that one of the charges of that Council is to
coordinate on issues like this, between different state
agencies. So this might be an item that is appropriately
addressed or at least given some study and thought by that
council. They seem like the perfect higher level council
that has within it, or has the expertise of a number of
different agencies.

So again, we don't have any final conclusion on
this, but we're thinking about it. And we'll continue to
work on it.

And unless there's any questions....

CHAIRPERSON WESTLY: Thank you, Mr. Thayer.

Let me just compliment you and staff on always
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being proactive. These issues are coming down upon us
faster than people realize. We thank you for beginning to
do the research necessary to keep us on the front of them.

I just want to observe that I think there are two
extraordinary environmental issues, all of us need to deal
with. And one of them is the simple fact that our oceans
are dying. That has an extraordinary impact on a state
like California, where our coastal economy generates over
$47 billion a year. I want to give Ms. Sheehan and the
Governor's Office credit for setting aside larger wildlife
preserves 1n our ocean areas to observe aquatic life that
drives much of our state's economy, and helps preserves
the oceans.

The other issue that's coming down very quickly
upon us -- and Mr. Thayer, you'wve been a leader on it, but
I want to urge the staff to continue the staff front -- 1is
the sheer amount of runoff, much of which is toxic, that
runs off from our coastal areas, directly in the oceans.
I'm hoping that the State Lands Commission can continue to
be a leader, you and your staff. Much of the time we're
on point there.

But I just want to commend you again. We took not
just national, but world leadership on things 1like
once-through cooling, ballast water dumping. Many of the

things we've set the national standard to become
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legislation, because we move forward with the leadership
of your staff, with a little bit of support from this
group. We've lead the nation. I hope we'll continue to
do that.

That's not an action item, but I know the next one
is.

EXECUTIVE OFFICER THAYER: Well, I have one other
item, if I may, under the Executive Officer's Report.

Today is the -- I would like to note that today is
the final day -- the final meeting for two of the members
-- the present members of the Commission.

And we thought it appropriate, here, at staff, to
honor that. And so we wanted to talk a little bit about
the achievements of the Commission and these two
commissioners -- the controller and the lieutenant
governor. We still have Commissioner Sheehan with us. So
we'll save that for another time.

But it's been four years for the chair and eight
years for Lieutenant Governor, on the Commission --
serving on the Commission and serving the public.

There are a lot of similarities to the service of
both of you. Both are retiring commissioners and focused
on the environment very strongly. Both of you have been
dedicated to stopping new offshore oil development. Both

of you have critically refuted any proposal to the
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Commission for its impacts on the environment.

There have been very significant accomplishments
over the last eight vyears: Scores of offers dedicated for
public access have been accepted by the Commission. This
has made realty available to people in Malibu and
elsewhere, that wasn't available before. Eight offshore
leases were extinguished. Haven't entered any new ones.

I generally describe our offshore o0il industry as a sunset
industry.

Bolsa Chica was restored; one of the largest
coastal wetlands in the west coast, our restoration
projects. And again, the Commission played a lead role in
that with the owner of the wetlands, and has coordinated
that resolution.

Finally, I wanted to note that the State's ballast
water program has evolved into one of the toughest in the
nation. It's a new thing for California; it's a new thing
for the country. And I think a lot of what we're doing
here is being watched by other states and on a federal
level, in terms of how to deal with this issue.

I would also note, especially because of the size

of the audience we have today, that you have been very

involved -- involved with the public and the Commission's
processes. We hadn't previously gone out from Sacramento
that much. But now we regularly come here once a year, to
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San Diego, or once a year in the Bay Area, once a year in
Los Angeles. So we've taken the show on the road and
given people an opportunity to participate.

And this is -- and you've -- you've not only
encouraged the participation; you've considered it. So
for example, when activists from San Francisco came up in
Sacramento and asked for assistance in understanding the
Public Trust Doctrine, you directed staff to conduct
workshops in the Bay Area, Long Beach, and San Diego.
These were very well attended. It was a great way to
explain the Public Trust Doctrine, what the Commission is
about.

Here, in San Diego, because of it being here,
we've had people in the audience here, now, bring us
concerns about the South Bay Power Plant, the once-through
cooling issue, copper-based paints, and the resolution on
contaminated sediments that was raised by the public.

I would like to highlight some individual
initiatives by both the -- I'm sorry for taking so much
time. But this doesn't happen this often. But I want to
presage the comments about individual initiatives with the
observations that the entire Commission, including, of
course, Commissioner Sheehan, her predecessors of Finance,
have worked on and supported these initiatives as well.

And these initiatives not only respond to the
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issues of the day, but permanently advance the work of the
Commission. New policies adopted by the Commission mean
that we will act in a different way, after you have left,
in the future. And I think this is -- we look at the
day-to-day efforts. But I think that's that the real
legacy of the people on thié Commission, 1is to change the
way we do our work.

And finally, before making a couple of
presentations here, I want to voice my appreciation for
the opportunity to work with the two of you about the
issues that matter to all of us.

And I think primarily, this Commission has been
dedicated to protecting, for the public, the resource
values of Public Trust lands, and that you've -- you've
looked at that goal -- you'wve looked to that goal in all
of your actions. So I want to thank you, on behalf of the
staff, for all your good work.

So I have a couple of -- of presentations to make.
And I would like to come up., if I may.

This is for the chair. This is a plaque.

In recognition of your service on the Commission,
to the People of California, and your stewardship of the
State's Public Trust resources, presented by the
Commission's staff.

So congratulations. I want to acknowledge all of
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12

your work on resolutions and offshore oil development
resolutions, to once-through cooling. And I know that you
and your office pushed to have best manners and practices
established at marinas throughout the state. These are
all great achievements. And I hope, when you look at this
in the future, you will remember these things on the
Commission.

(Applause.)

EXECUTIVE OFFICER THAYER: Lieutenant Governor,
this is also in recognition of your service on the
Commission, to the People of California, and your
stewardship of the State's Public Trust resources,
presented by the Commission's staff.

And while handing this over -- again, I want to
acknowledge some of the things that the lieutenant
governor has accomplished. We've adopted new policies on
shoreline erosion; policies on environmental justice; the
adoption of a formal Public Trust Policy; and finally --
well, those were the most significant. Those were the
policy ones.

But I have to say that I remember your first six
months here when we ran into the problems with Holly
[phonetic] and that was shut down with your initiative.

So I just want to say that I enjoyed very much

working with you. And again, I hope, as with the
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13

controller, you have an opportunity to work with us in the
future, and remember your work with the Commission.
(Applause.)

COMMISSIONER BUSTAMANTE: Mr. Chairman, if I

might?

CHAIRPERSON WESTLY: Mr. Bustamante?

COMMISSIONER BUSTAMANTE: First of all, thank you,
Paul, for the recognition. I greatly appreciate it.

But I think all the kudos have to really go to all
the staff, and especially the person who was my
environmental advisor, Lorena Gonzalez for having
constantly working on all these various issues, as well as
working with Cindy and all the rest of the commissioners,
on making these kinds of things take place. It's nowhere
near one person who does it. The staff here, I think, has
done a great job, has made advancements on behalf of State
Lands, keeps us at the forefront and cutting edge on many,
many things. And I think the work here in general,
although it's not well known in the body of public policy
work around the state, I think it's well known in
environmental circles. And I think that the kind of work
that's been done has been absolutely fabulous, to use the
governor's word.

And I think it's extremely important work that's

being done. And so I would hope, I would hope that the
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14

kind of work that's been taking place over the last decade
will take place forevermore.

(Applause.)

CHAIRPERSON WESTLY: Mr. Thayer, anything further
in your Executive Report?

EXECUTIVE OFFICER THAYER: I think that's enough.
This concludes the Executive Officer's Report.

CHAIRPERSON WESTLY: Thank you. I -- the next
order of business will be the adoption of the consent
calendar.

I would like to call on our executive officer,

Mr. Thayer, to indicate which items have been removed from
the consent calendar.

EXECUTIVE OFFICER THAYER: There are two items
that staff is pulling: One of them is Item 43, which will
be heard at a future meeting. And then Item 36, the Trans
Bay Cable item, we would like to hear at this meeting, on
the regular calendar.

I understand the chair has two items that he's
concerned about as well.

CHATRPERSON WESTLY: Great.

EXECUTIVE OFFICER THAYER: 35 and 39.

CHATIRPERSON WESTLY: So Items 35 and 39 deal with
once-through cooling.

And so these items are going to be pulled and
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discussed at the next meeting. I would like to offer
members of the public, since they have made the effort to
come here, if they would like to speak briefly on those
issues, we would love to hear them. But the items we're
about to pass on the consent calendar, now, we would like
to continue those items; they would be re-agendized for
the next meeting.

If any of these people would like to speak on the
items: Ron Rowe, Tim Hemig, or Rick Wilson, we would love
to have you. But we will address these items at the
following meeting, because they have been removed.

Okay.

With that, I would like to ask for a vote that we
go ahead and approve the items on consent calendar.

COMMISSIONER BUSTAMANTE: I would like to ask a
couple of questions of staff on a couple of items.

CHATRPERSON WESTLY: Absoclutely.

COMMISSIONER BUSTAMANTE: Item Number 29; could
you go over that -- give me just a little briefing on what
exactly they are trying to do here.

EXECUTIVE OFFICER THAYER: This is an existing gas
gathering pipeline in the San Joaquin -- in San Joaquin
County.

COMMISSIONER BUSTAMANTE: Can you define that

clearly: "gas gathering."
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EXECUTIVE OFFICER THAYER: If I run out of space,
I'm going to have an expert to come up.

But my understanding is that it's a pipeline
that's not used, necessarily, for transmission of gas, say
from the Bay Area, up to Sacramento. But it's a line
that's used, as part of the system, to gather the gas from
a variety of different wells.

COMMISSIONER BUSTAMANTE: Ckay.

EXECUTIVE OFFICER THAYER: And so this presently
exists in -- it's an existing facility in the San Joaquin
county owned by Pacific Gas and Electric. And the
proposal is to transfer ownership of that to Vintage
Production California, a pipeline company.

COMMISSIONER BUSTAMANTE: Okay. So it's just a
straight sale. We've done our due diligence on Vintage.
The operations are going to be appropriate. We don't have
to worry about their capitalization cr --

EXECUTIVE OFFICER THAYER: We believe that they

are a responsible company. Our staff engineers have also
reviewed the maintenance performed on this pipeline. We
believe it's in good shape. It's not subject to as much

oversight as other agencies, as the transmission lines
are. Gathering lines are exempted from some of the state
review but again, our review of the maintenance records

indicate that the pipeline is being kept up.
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COMMISSIONER BUSTAMANTE: Anybody on site who's
actually seen, rather than just reviewing paper?

EXECUTIVE OFFICER THAYER: No. We've looked at
their maintenance records, though.

COMMISSIONER BUSTAMANTE: Okay. Well, you know, I
have -- I trust the staff has done their due diligence.
But I would like, just as I'm departing here, a note of
caution and perhaps some review in the near future, just
to go on site and spot check just to make sure.

EXECUTIVE OFFICER THAYER: Certainly.

COMMISSIONER BUSTAMANTE: The only other item was,
that I had -- I'd like to have some clarity on C 33,
Chevron.

EXECUTIVE OFFICER THAYER: This is a project
involving remediation of some contamination underneath
Castro Cove, in San Pablo Bay.

My understanding is that there are some petroleum
products, and, I believe, mercury that have run off from
the shoreline here, and have been the subject of an
investigation by the Regional Water Quality Control Board,
who has issued an order, for cleanup, to Chevron. And so
Chevron 1is proposing to dredge, I think, a hundred
thousand cubic yards, to eliminate the sediment
contamination in the cove.

COMMISSIONER BUSTAMANTE: And the contamination,

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

18

did it come from Chevron or did it come to Chevron?

EXECUTIVE OFFICER THAYER: I believe it was some
of each, I think. I would ask staff from Chevron.

UNIDENTIFIED MALE: From Chevron.

COMMISSIONER BUSTAMANTE: From Chevron?

CHATIRPERSON WESTLY: Yes.

COMMISSIONER BUSTAMANTE: And was there an issue,
in addition to the remediation, any other actions that
were taken?

EXECUTIVE OFFICER THAYER: No. It's purely for
the dredging of a hundred thousand cubic yards.

COMMISSIONER BUSTAMANTE: I understand "dredging."
I'm asking if there were any other actions for creating
the problem.

EXECUTIVE OFFICER THAYER: You're wondering
whether Regional Board has imposed any penalties or other
actions like that?

COMMISSIONER BUSTAMANTE: I don't know. I mean,
did they go back to check and make sure they weren't going
to do it again?

The contamination, I'm assuming -- I'm assuming
that there were protocols established in order to ensure
that that contamination doesn't happen again.

MR. OETZEL: My name is Donn Oetzel.

And as far as I know, this particular action does
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not address a future project. It only addresses the
dredging of 100,000 cubic yards of contaminated material.

COMMISSIONER BUSTAMANTE: I understand --

MR. OETZEL: I'm not familiar with any other
actions on that matter.

COMMISSIONER BUSTAMANTE: Okay. My concern is
that there's still a leak someplace. My concern is that
whatever protocols were in place, that caused the
contamination, have not been remediated, just like the
activity, just like the contamination is about to be
remediated.

So have we done our due diligence to ensure that
five years from now, ten years from now, we're not going
to be looking at the exact same thing, as no one has done
due diligence on the process or production or whatever is
taking place.

CHATRPERSON WESTLY: I think Mr. Bustamante has
raised an excellent question here. And for the sake of
time, because we have many issues and a number of people
from the public have come, is there an appropriate way,
Mr. Thayer, we could direct staff to pursue appropriate
follow-up on that issue, tc¢. address Mr. Bustamante's
concerns?

EXECUTIVE OFFICER THAYER: Mary might have a quick

answer.
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PUBLIC LAND MANAGER HOWE: Mary Howe from State
Lands Commission.

This action is due from a remediation plan, a
clean-up order by the Regional Water Quality Control
Board. And they have taken all steps to make sure that
doesn't happen again.

COMMISSIONER BUSTAMANTE: All I wanted to hear was
somebody from staff saying, "We checked" --

PUBLIC LAND MANAGER HOWE: Yes, we have.

COMMISSIONER BUSTAMANTE: -- "and that we know
there is a proper remediation plan in place."

PUBLIC LAND MANAGER HOWE: Oh, yes.

COMMISSIONER BUSTAMANTE: "And I'm putting my name
on the record to say that, in fact, I have checked and
that we believe that it's appropriate, and that as far as
we know, this will not happen again"; and that somehow the
remediation is not going to worsen the contamination.

PUBLIC LAND MANAGER HOWE: No. No. That was all
looked into. And we will put our name on it.

COMMISSIONER BUSTAMANTE: That's all I needed to
know.

CHAIRPERSON WESTLY: We have a motion pending
here. But what I would like to ask the staff is, did you
simply follow all the steps?

PUBLIC LAND MANAGER HOWE: Yes.
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could just notice the board members and send a letter out,

saying what the steps are, here they are, here's what we
have done, so we will know, based on that, the Board's
prepared to move ahead.

And I would like to ask for a motion, if I may.

COMMISSIONER BUSTAMANTE: Absolutely. If a motion

was made, I will second 1it.
CHAIRPERSON WESTLY: This is a motion to approve
the consent calendar.

It's excluding Items 35 and 37 which will be

addressed -- I'm sorry, 35 and 39, which will be addressed

at the next meeting.

Do I have a second?

ACTING COMMISSIONER SHEEHAN: Yes, I will second
it.

EXECUTIVE OFFICER THAYER: And 43 and 36; 36 of
which will be addressed at this meeting.

CHAIRPERSON WESTLY: So Items 35 -~

EXECUTIVE OFFICER THAYER: 35, 39, 36, and 43.

CHAIRPERSON WESTLY: Four items. Thank you for
correcting that.

We have a motion. We have a second.

All in favor say "aye."

(Ayes.)
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CHAIRPERSON WESTLY: Thank you.
Again, I'm going to move things along quickly,
because we have so many members of the public who take the

time to come.

That brings us to Item 47. And this is a report
of the issues regarding the grant to Redondo Beach. This
was quite a colorful report in the past. I'm personally

guite interested to follow up.

May we have the staff report?

EXECUTIVE OFFICER THAYER: Certainly, Mr. Chair.

Jennifer Lucchesi from -- one of the attorneys at
the Commission will present the report.

MS. LUCHESSTI: Good afternoon. Chairman Westly
and Commissioners, in response to complaints alleging the
number of illegal activities by the City of Redondo Beach,
Commission staff conducted a financial audit of the City's
granted trust lands and trust assets. At the Commission's
June meeting, staff presented its financial audit report.

Following testimony from assistant manager David
Biggs and Redondo Beach citizen Jess Money, additional
questions and issues were raised. The Commission deferred
action on the staff report, asking staff to look into the
various issues raised by Mr. Money's testimony.

Staff has complied with the Commission's

direction. A complete outline of the specific issues
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raised at the June meeting, and responses to those issues,
are included in the staff report as Exhibit C.

In summary, the issues raised by Mr. Money did not
substantially change the analysis and conclusions reached
in staff's original audit report.

While the original complaint included a variety of
allegations relating to the City operations, staff focused
only on those allegations related to the Tidelands Trust
funds.

In summary, staff believes that the evidence
uncovered does not warrant further action by the
Commission regarding the allegations of criminal conduct
involving the Tidelands Trust made in the original
complaint. The allegations did, however, lead staff to
uncover several separate areas within the financial
management of the City's trust lands, which were in need
of explanation and remediation.

These areas involved two particular transactions:
the Harbor Center Project, and the Kincaid's Restaurant
lease.

Before addressing these transactions, I will first
discuss the specific allegations outlined in the original
complaint. The specific allegations suggested illegal
transfers of trust funds to the City's general fund, and

to the Redevelopment Agency, and a perceived depletion of
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the trust retained earnings.

As described in the staff report, the audit did
not substantiate any of these allegations. However, as
stated previously, staff did find certain instances where
the City's contractual arrangements involving granted
tidelands raised questions.

I will now address these specific instances
beginning with the Harbor Center Project. As background
in the early 1980s, the Harbor Center Project was a
proposal by the City's Redevelopment Agency for a hotel,
retail, and parking complex project. The project as
submitted to the Commission shows the project is divided
between public and private portions. The public portion
was to be a public parking structure and an open landscape
area.

The private portion was to be a 353-room hotel,
retail space, and a portion of the parking structure.

In 1983, pursuant to the express provisions of the
Tidelands Trust grant, the Commission approved an
expenditure of $3.5 million in trust funds for the
acquisition of the land for the public portion of the
Harbor Center Project.

Subsequently, the Commission approved two 18-month
extensions for the City to comply with the time authorized

for the acquisition of land and the conveyance to the
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trust.

Staff analysis of the Harbor Center Project
focused on three primary aspects including the specific
procedural requirements with the Commission's approvals,
the rate of return received for the lease of the public
portion of the project, and the occupation of a portion of
the parking structure by a non-Trust use.

Staff found that the City failed to comply with
certain procedural requirements of the Commission's 1983
approval and subsequent amendments. Staff also concluded
that a grant received from the parking structure lease is
not reflective of commercial market rates and is less than
adequate as a percentage of return on investment.
Finally, staff found that the second story of the parking
structure is currently being occupied by Gold's Gym, a
non-trust use.

I will now discuss Kincaid's Restaurant.
Kincaid's restaurant is located on the City's portion of
the Redondo Beach Pier, on Trust Lands. Kincaid's has
been successful, financially, for the Trust, generating
approximately $150,000 per year.

In 1997 the City and RUI ONE Corporation entered
into an agreement for the construction of Kincaid's, in
which RUI would initially finance the entire project with

an agreement that the City would reimburse RUI for
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50 percent of the construction costs. The City's
financing was arranged through Redondo Beach Public
Financing Authority, a joint powers authority between the
City and the Redevelopment Agency.

The PFA obtained a 20-year loan of 1.75 million,
and pledged future rents from Kincaid's as collateral,
from which the PFA paid RUI 50 percent of the project
construction costs.

The borrowing of money for capital improvement and
the collateralization of future rents from an asset within
the Tidelands Trust is a capital expenditure. Pursuant to
the City's granting statutes, any capital expenditure of
Tidelands Funds in excess of $250,000 requires Commission
approval.

While the City did not believe that the granting
statutes required Commission review of this transaction,
this transaction should have received Commission's review
and approval, as trust assets would have been ultimately
liable for the loan.

Finally, I would like to conclude by saying there
are some needed modifications to the City's financial
management of trust lands and assets.

However, the City has invested a substantial
amount of 1ts resources in enhancing its grant and Trust

lands, thereby creating a valuable visitor-serving
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waterfront destination in its King Harbor. While the City
may disagree with certain staff interpretations of the
City's trust management, Commission staff and City staff
have resolved these outstanding issues while addressing
the City's concerns and protecting public trust assets.

As such, staff recommends that the Commission
authorize staff to enter into a Memorandum of Agreement
reflecting the elements as outlined in the staff report
findings. Please note that the land exchange element will
come back to the Commission at a future date for its
review and approval pursuant to Public Resource Code 6307.
I'm available to answer my questions you may have.

Thank you.

CHAIRPERSON WESTLY: Thank you very much. We have
a number of members from the public who would like to
speak on this.

Please remember, we're asking everybody to speak
for no more than three minutes because we want to give
everyone a chance to speak today. We'll begin with two
people who will speak in opposition to this item. And
then I think we have three people who would like to speak
in favor.

I'd 1like to begin by asking Jess Money to come
forward. And if I could have Gary Ohst to be on deck.

Mr. Money, would you like to begin? And please
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identify yourself for the record.

MR. MONEY: First of all, I would like to thank
the Commission for allowing me to speak. And I would like
to ask that you strike my written comments beginning, that
I turned in, regarding the location to Kincaid's. Looking
over, I see that "Enrondo's" municipal task force is here.

My immediate reaction to this staff report is that
the staff asked the City some questions; they gave them an
answer; they take their word for it; and that's it. Some
of the guestions are confusing and even nonsensical. For
instance, the report states that the tidelands'

3.5 million only purchased the area occupied by 76 parking
spaces in the parking structure. I'm no math whiz, but my
Canon calculator says that's $46,000 per space. At an
average of about 150 to 160 square feet per space, that's
$300 a square foot.

Now, according to Gold Gym's own brochure, their
facility is 59,000 feet. 1If that sits above what is
supposed to be the tidelanus -- the area purchased by the
tidelands area, then dividing that by 76 parking spaces,
each parking space would be about 776 sgquare feet or the
size of a small house.

Item 9, on Page 3 of Exhibit C, states that police
patrols on the pier and harbor marina area are not funded

by the Tidelands Fund but are funded from the City's
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Uplands Fund. Why does the Upland Fund pay for policing
of public safety in an area that's predominantly within
the tidelands? Could it be that the City doesn't want
Tidelands Commission nosing around in the finances?

Item 13 quotes, the City is having unrestricted
funds in the tidelands of 10,738 -- 10,738,000 on June,
2005. But for the cash balance, they report 7,008 --
7,895,000 as of June 30th, 2004.

Why are we using figures from two different years?
There's also a difference there of about 2.8 million.

The staff report doesn't even address the
allegations that the City recently negotiated a lawsuit
settlement with the owner of the Guthry Leasehold, in
which the City has forfeited its right to audit that
leasehold in the future.

The proposed land swap remedy is a joke. What
land? Where? 1Is it ready to use, or are we going to have
to wait for a long process to get it developed?

I urge the Commission to send this back and let a
real investigation take place. And I could go on for
another couple minutes. This report's got more holes in
it than good swiss cheese.

CHAIRPERSON WESTLY: Mr. Money, thank you for your
comments.

Two points, here. If there's more data that you
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would like to submit to the Board members -- and I know
you have more written notes, there, please feel free to
submit that, if you would us to take a look at it.

Secondly, for those watching from the public, I do
note that we'll be hearing from both the mayor and the
mayor pro tem of this city. So we'll hopefully move
forward and get to the bottom of this.

The next speaker is Mr. Ohst.

Could you please identify yourself for the record.

You have three minutes.

MR. OHST: Yes, thank you, Steve. My name is Gary
Ohst, resident of Redondo Beach.

Jeff covered again, but I'm really focused on a
couple areas. And what I want to focus on is leasing and
the regulations that go along with structuring a pier
lease on both sides. The State Lands Commission has
regulations that it follows when it conducts a lease
directly. And in some cases, it has cities which are
acting in trust for the State Lands Commission, that you
basically delegated your rights to them to negotiate
leases.

And that instance, there are no regulations;
cities can do what they want. And Redondo Beach has
adopted some leasing guidelines, but in 1995, late 1995,

they extended a lease for, it was then, Edison, prior to
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sale to AAS, for 50 years, with a one-time payment, no
potential increase to that rent at all, over a 50-year
period.

Now, you, under your regulations have a clause;
all leases have to be reviewed every five years and
adjusted to market. So this is why the Crowne Plaza
lease, that we just heard about, is a 30-year lease at

$1,000 a month, with no opportunity to raise the parking

and rent. Again, a really long-term lease that wouldn't
even qualify under your own regulations. So I want to
clarify -- I'm up here in opposition, but I actually

support what staff has done. I really appreciate what
staff has done. Because they have put a recommendation
that any future leases that Redondo does, goes to the
Commission for review. And that really opens up, like, an
appeal process for the citizens launching these things.

If we have any questions, I guarantee you're going to hear
about it. As you can see, Redondo is a bit of a lively
town. So I want to thank staff for that.

I would have a minor suggestion that, rather than
have it submitted to you ten days prior to council action,
I would ask for 30. Ten is really kind of short for even
us to review it and ask gquestions. So that would be a
minor recommendation I would like.

And then the other thing, as you can see, there's
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a lot of back and forth on what happened where. In the
City's Consolidated Annual Financial Report, the CAFR,
there is little to no disciosure about any of these loans
back and forth between the Tidelands, the City, and the
Redevelopment Agency, the City. And I'm talking about
basics, like principal borrowed, when it was borrowed,
interest, what payments have been made to date; it's not
there. There's little footnotes that say, oh, yeah,
there's this loan out there.

So I would also like to add to staff's
recommendation that the City fully disclose these
transactions in their own annual CAFR report. And I think
had there been full disclosure of these and reasonable
leasing regulations had be followed, none of us would be
here today. So those are my comments. Thank you.

CHAIRPERSON WESTLY: Thank you Mr. Ohst.

What I would like to do now is to call Mike Gin
the mayor of Redondo Beach, to come forward. And ask that
David Biggs, the assistant city manager, and Mr. John
Parsons, the mayor pro tem, to be on deck.

Mr. Gin.

MR. GIN: Thank you very much honorable
Commissioners and staff. It's an honor for me to be here
today.

I'm Mike Gin and I have the honor of serving as
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mayor for Redondo Beach. As you mentioned, our mayor pro
tem, John Parsons is here, as well as David Biggs will be
available for any questions you might have.

But first of all, we're very fortunate to be a
Tidelands trustee. I want to let you know that we're very
fortunate to have stewardship of that, under your

guidelines of your Commission and for the state, as a

whole.

First of all, we would like to say that we're very
pleased with the staff's recommendation. We think the
time and energy spent on this has been very fruitful. And

we believe that they have come up with some excellent
recommendations that will allow us to move forward in a
very positive light. And we feel very fortunate, very
pleased as well, that any allegations of wrongdoing, in a
criminal sense, have been put to bed.

Again, we urge the adoption of the staff
recommendation as a whole.  And with this, we think it can
help bring us some closure as well as a more open working
relationship with the Commission.

I wanted to let you know, there are some -- a
couple of really great initiatives that are under way, in
our harbor and the tidelands and pier area in particular,
that not only will protect it from an economic standpoint

but also from an environmental standpoint. We have a
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Water Quality Task Force that has come up with a number of
recommendations to ensure that we address a lot of
concerns regarding ocean water quality, and so forth, in
our harbor. So we're very, very pleased to be able to do
that and also to be able to protect the tidelands.

Just wanted to let you know and to give you a
little bit of background; we have been a Tidelands trustee
since 1915. And we have always taken that Trust
seriously, as evidenced by the number of improvements that
staff has talked about, in terms of the history of the way
we've managed the tidelands.

We also have a clear track record of managing a
number of these investments in a very, very public way;
and including investing funds in the area from
non-tidelands sources. Most recently, as you may be
aware, we had a very serious fire and the destruction of
the pier, back in the late '80s. And it was all but
destroyed. But we committed, and the community came
together to commit, to rebuild that asset in the
tidelands.

And again, we wanted to just thank you for the
time that we have here today to present this. I think,
even though there were a number of different issues that
were brought up, I think that it provides an opportunity

for our staff and our community to work more closely with

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345




11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

35

all of you, in the future.

And again, thank you, Mr. Controller and Mr.
Lieutenant Governor for the service that you folks have
done on behalf of the Commission and protecting our Public
Trust lands. We look forward to answering, to the best we
can, any questions you might have about the report.

Thanks very much.

CHAIRPERSON WESTLY: Thank you, Mayor Gin.

MR. GIN: Thank you.

CHAIRPERSON WESTLY: I would like to ask David
Biggs, the assistant city manager to come forward, if he
is here.

And then I would love it if you were able to
respond to any of the questions that Mr. Money has raised.

MR. BIGGS: Certainly, Mr. Chair. And I will be
happy to do that. I'm David Biggs. I'm the assistant
city manager.

I have been tasked in helping our staff respond to
the questions raised by the Commission and members of your
staff. In my tenure with the City, you might recall I
appeared before you in June, heard the allegations,
additional allegations that were raised, and also in June,
we did provide a letter dated June 21st that outlined our
responses to that original staff report.

Since then, I have coordinated with the City
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staff, gathering the data and information, and provided it
to your staff, so they could do an independent analysis to
look at the questions that were raised.

And since then we also, subsequent to providing
that data -- I have been working with them to address
specific ways that we could -- we would correct the areas
identified, those opportunities for improvement that were
suggested in your staff report. And as Mayor Gin
indicated, we're very supportive of the recommendations.
We think it provides a clean slate on a going-forward
basis. And we fully intend that we will be communicating
with your staff on a regular basis, as we have many
exciting projects planned for reinvestment of Redondo
Beach and the harbor, pier, and the tidelands areas.

There are still some areas that we disagree with
your staff and some of the perspectives on some of the
issues that have occurred.

We outlined those in the letter to your executive
officer, that was dated December 12th, which I understand
you have a copy of, on not big areas; mostly nuances of
about how redevelopment financing works and some of the
characterizations of that.

But again, as we structure transactions at Redondo
Beach, we structure them to benefit the Tidelands Trust.

And for example, our redevelopment agency has invested a
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substantial amount of money in the Tidelands Trust area,
as opposed to what you have seen in some other coastal
communities where, in fact, the tidelands has sort of
helped promote redevelopment of downtown. So we don't
have a downtown adjacent to our Tidelands Trust, so our
focus -- our main economic account is our Tideland Trust
area. We're committed to implementing the recommended

actions that your staff has put before you, in a very

timely manner. We've been exploring, for example, the
idea of an existing parcel swap. We're talking about an
existing parcel, fully improved, generating income. So

we're not talking about changing an improved parcel for an
unimproved parcel.

Unfortunately, in our area, we have water areas
that are actually in the uplands, not in the tidelands.
Gets a little bit confusing. But we do have a lot of
property that is -- looks like it should be in the
tidelands because it's adjacent to or on the water.

I would like to acknowledge the professionalism

and solution-oriented approach of your staff, where we

have had some levels of disagreement. We've always been
able to work through those. 1In green areas, we have a
different philosophical perspective. But I think as we

try to look more in the future and not try to look back

15, 20, 25 years of transactions that none of us were
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involved in, firsthand, we'll have very -- a better record
on which to judge our activities in the future.

So I feel very fortunate. I'm fairly new with the
City. With your approval for the recommended action
today, we'll be able to go forward with a clean slate.

And you would have answered some of the questions in our
community. With that again, we would be happy to answer
any questions that you might have.

Oh, I'm sorry. Mr. Westly, if you would like, I
could actually respond to a couple of the questions.

CHAIRPERSON WESTLY: Because of time situation and
the number of people in the public, here, I would like to
move forward and ask Mr. Parsons to come forward.

MR. PARSONS: Thank you Mr. Chair and members of
the Commission. And congratulations on your service to
the Commission and to the State of California for all
these years. We have been well served.

I want to thank you for the time to address you,
and we have had, as was stated earlier, over 90 years of
service as the trustee of the State of California, on the
tidelands, and we very proud of that service.

As you said earlier, you know, this is a colorful
issue. It's also very frustrating, all the years that our
two staffs have spent, trying to resolve some of these

things.
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Where we originally started out led to other
places. I think that as has been pointed out by the mayor
and the assistant city manager, our two staffs did work
very closely together. We appreciate the conclusions that
have been come to, although I feel an awful lot of time
has been spent on this. And to come down to two things,
one that started over a quarter century ago, another one
that was a decade ago, I think does show that we have a
pretty good track record, especially where we have some
disagreements on interpretations.

The solution, as proposed by staff, I think we
support for a couple of reasons. One, if it will make the
Commission feel better about the way we're operating
things, that's fine. Two, we operate this as if it was
our own property, and we're doing the best for our local
citizens. And we certainly appreciate our duty to do it
for the citizens of the State of California.

And if we can find i1t, I'm sure we can identify
adequate property to swap. Then, you know, we can move
ahead and get everything behind us.

I would like to point out, though, that the three
and a half million that went into the Harbor Center
Project is being paid back. And on top of that, there's a
$12,000 annual payment. That's a pretty good return.

Now, I know that that payback is considered a
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gift, but still, it's happening. And on top of that, as
was mentioned earlier, the -- we have a pretty good record
of investing money in the tidelands. Three and a half
million dollars that went towards rebuilding the pier came
as —-- as a pot of money from our redevelopment agency. It
wasn't done as loan, which we could have done. So we
invested in the harbor as if it was our own, and we're
very proud of all the effort that we have put on there.

I spent eight years or seven years on the Harbor
Commission, going back to 1990, and almost finishing up
eight years now on the city council. And a lot of my
attention has been spent on the harbor. I'm very proud of
all that we've accomplished. So we really do look forward
to solutions that have been identified.

And just very quickly, to respond to a couple of
comments that were made earlier, why are police paid for
out of the Uplands? That's directed by the Commission.
We're not allowed to take any funds out of the Tidelands.
And we're fine with that.

And then as far as how things are reported on the
financial report, you asked the Authority to be very
specific. We followed the guidelines, and we get awards
every year.

So thank you very much.

CHAIRPERSON WESTLY: Great. Thank you.
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What I'd like to do at this point, unless there
are other speakers, is ask for comments from the
commissioners.

Ms. Sheehan or Mr. Bustamante?

Ms. Sheehan, do you have any comments on this?

ACTING COMMISSIONER SHEEHAN: I applaud the staff
in terms of the work they have done in responding to the
questions.

I guess, as Mr. Thayer knows, just sort of on the
bigger issues, in terms of, as we have with some of these
other cities and local governments that we have these
grants with, you know, for us, in the future, to either
audit or to go in and make sure that they are complying
with the agreements that we had originally entered into.
I recognize -- we have talked about this before in terms
of, you know, resource availability and all. But I feel
strongly that we, as commissioners, have an obligation to
make sure, i1f we have handed it over to local city or
county, to carry out our obligation, we need to make sure
they are carrying it out the way we would, as if we were
doing it ourselves.

So that really is a bigger issue that I have
regarding to moving forward and going into discussions
next year with the Commission members.

EXECUTIVE OFFICER THAYER: Okay.
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COMMISSIONER BUSTAMANTE: And Paul, you know, what
I would suggest is that you might want to think about
submitting a supplemental budget request in order to be
able to -- because you guys are tunnelling ground all the
time and you are leaving behind all these at this time
that can't be continuocusly monitored.

There should be an inventory of every single lease
that we have and every single lease that we're allowing
other people to do. And there should be some kind of a
chart that has these "ticklers" that talk about every five
years to go back and review every single one of these
things and at least check to make sure that somebody is
following up on these things. And since most of the
revenue that you receive as a result of the work that you
do, goes into the black hole of the state budget. Perhaps

it would be appropriate to ask for a very specific budget

augmentation for -- you know, the adequate staffing for
this very specific purpose. Because I think it's
financially -- I think it would do the state and, in fact,

the fiduciary responsibility that we have on behalf of the
taxpayers.

And I think it would be a great investment by the
state to provide that type of supplemental staffing. But
I was going to ask you, 1is there an inventory of every

single lease? And somebody who's doing this kind of
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backup work? I'm assuming not. But that's why I launched
into my supplemental budget allocation.

EXECUTIVE OFFICER THAYER: We have, of course, an
inventory of our own leases, but once the Commission has
granted it, we don't have the inventory of all of the
leases that are entered into by granted lands.

We did put in a budget change proposal, probably
six or seven years ago, for our compliance staff. And
that was granted, out of the same concerns that I think
you and Commissioner Sheehan spoke of. But the State
entered its financial =--

COMMISSIONER BUSTAMANTE: I think that you don't

want to -- especially those that are going to be yielding
resources, you think that that would be -- would be
foolish not to -- and it wouldn't meet any fiduciary

requirements to not have people that are required to do
those kinds of things, to make sure that we are getting
the appropriate and proper revenues through the process
that we're going through.

We give so much stuff away, as a state. And those
few things that we're supposed to be charging for, we
should be providing that.

EXECUTIVE OFFICER THAYER: And it is statutorily
required that, at least for our leases and, 1in fact,

constitutionally for the leases that are grantees are
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entered into, that we have to get market rate.
COMMISSIONER BUSTAMANTE: And I think that the
other issue that Commissioner also brought up was the
issue of reviewing those leases, to see if there is
compliance that's being done. It's a little
disconcerting, that as we're getting involved with a
particular issue, and we find that, in fact, the

compliance has not taken place, whether it's minor or

major is not the issue. It's that compliance did not take
place.

And now we have -- we're facing that, this
Commission, the new Commission will face. The issue of a

new precedent being set with respect to a gymnasium being
in the Public Trust and how you resolve that issue,
whether it's through the lands swap or whatever process
you go through, it's going to be something that is going
to have to be resolved. Because I don't believe there's
any statutory authority in the Public Trust Doctrine for
this kind of activity. And so we have allowed an activity
outside our jurisdiction, outside of the parameters that
we're obligated to stay within. And we have an issue to
deal with.

EXECUTIVE OFFICER THAYER: I agree, it's a
problem. Of course, the position of the Commission has

not been to accept that. And now that we found out about
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it, to correct that. But it is really a gquestion of
resources. I don't like to go that way and make excuses,
but there are 77 cities and counties with granted lands.
And we have, I think, two and a half people to survey all
of those. And it's just very difficult.

To some extent, even though I know Mr. Money is
not satisfied with all of the staff report, it's people
like him that help us out a lot. And we probably wouldn't
have found out about these issues.

COMMISSIONER BUSTAMANTE: We need to make sure we
follow up properly with it. And let me just ask, in
the -- in the lease, this fair lease, what was the
increase? Is there a proposed increase.

EXECUTIVE OFFICER THAYER: For what? I'm sorry.

COMMISSIONER BUSTAMANTE: The issue was raised
that the lease has not been renegotiated as required,
every five years.

Is there a new lease that's being proposed?

EXECUTIVE OFFICER THAYER: Well, with respect --

COMMISSIONER BUSTAMANTE: Our portion of the
parking and the -- and our portion of the -- however you
resolve the Gold's Gym issues.

EXECUTIVE OFFICER THAYER: Right. Our belief is
that the best way -- what's discussed in the staff report,

the best way to handle the Gold's Gym situation is to swap
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that property cut. And then it will be between the City
and the lessee as to the appropriate rent for the City's
properties, but that will not be Public Trust Land. That
will end both those issues.

COMMISSICONER BUSTAMANTE: So I can get a proper
visual, how far from the water is the -- is this facility,
this Gold's Gym?

EXECUTIVE OFFICER THAYER: We have a map up here,
which 1s impossible to -- let me bring it up.

This is -- Kincaid's Restaurant is right out here,
in the water, within the harbor.

Gold's Gym 1is this area here, with three dark dots
on top of it, right there. So it's across the parking
lot, this parking lot here. And there's development along
here, which blocks the views from Gold's Gym to the water.

So this property was not original Trust lands, but
was purchased. So for this to be swapped out, it wouldn't
be any different from what it had been before. So if
there's some piece of property and the concerns that
Mr. Money raised about what was the exchange going to be,
this is going to have to come back to the Commission. The
question that you had, we will all be discussing.

COMMISSIONER BUSTAMANTE: Okay.

And the actual lease, the revenue from a new lease

with respect to the parking?
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EXECUTIVE OFFICER THAYER: Well, if that's not
within the Public Trust arena anymore, that's --

COMMISSIONER BUSTAMANTE: I thought that a portion
of the parking spaces were in the Public Trust.

EXECUTIVE OFFICER THAYER: But that would be the
parcel that would be swapped out. The Gold's Gym --

COMMISSIONER BUSTAMANTE: The entire parcel would
be swapped?

EXECUTIVE OFFICER THAYER: Yes.

COMMISSIONER BUSTAMANTE: Okay. Are there any
other -- last question: Are there any other agencies
currently that are doing any investigations? There were
allegations made of criminal actions, etc., etc. As far
as we know, have we checked to see if there's any
allegations that are being followed up on, through
investigations of law enforcement or anyone else?

EXECUTIVE OFFICER THAYER: I wanted to respond to
that, because that was something the City had raised.
We're not in a position to clear the City of criminal
charges.

COMMISSIONER BUSTAMANTE: I'm not asking that
guestion.

EXECUTIVE OFFICER THAYER: But he indicated that
we had. And I want it to be clear that we don't have the

ability to do that.
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Mr. Money referred many of these issues to, I
think, three different law enforcement agencies. We
contacted all three. The FBI said they wouldn't discuss
their investigation with us. They hadn't taken any
action, but they weren't discussing it. The other two
said that they weren't contemplating taking any action.

COMMISSIONER BUSTAMANTE: Okay.

CHAIRPERSON WESTLY: Thank you, Mr. Bustamante.

First, I would like to thank Mr. Money for coming
down here and raising these issues. This is an important
duty the public plays, and we're all grateful to you.

I would like to thank all three members of the
City of Redondo Beach for coming down here. I appreciate
you made the effort to be here. That says a lot for the
City. And thank you for your public service.

I think it's clear, here, there are many issues
here. New ones were raised even today. The staff's
recommendation does not close this matter. We will
continue to follow up on a number of items that
Mr. Bustamante has raised. And we'll continue -- I would
like to ask members of the public, including you,

Mr. Money, to continue to be in touch with the staff to
raise additional issues, provide additional documentation,
SO on.

Having said that, it is time to take a motion on
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And I would like to ask a motion.

ACTING COMMISSIONER SHEEHAN: I will move the
staff recommendation.

COMMISSIONER BUSTAMANTE: Second.

CHAIRPERSON WESTLY: Second? Great.

All in favor, say "aye."

(Ayes.)

49

COMMISSIONER BUSTAMANTE: Terrific. That takes us

to Item 48, which is a request from the San Diego
Coastkeeper, for the Commission to consider the timeshar
component of the Woodfin Hotel Project in San Diego.

I would like to ask for the staff presentation,
I could, please.

EXECUTIVE OFFICER THAYER: Thank you, Mr. Chair.

The staff presentation will be made by Curtis
Fossum, the attorney from the Commission staff who has
worked on this.

MR. MONEY: Mr. Westly, I just wanted to say tha
you for your courtesy, this time and in Oakland, and for
your service to the state.

CHAIRPERSON WESTLY: Thank you, Mr. Money.

I might add, you make these meetings an awful lo
more interesting.

(Laughter.)
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CHAIRPERSON WESTLY: All right. Staff report,
please.

ASSISTANT CHIEF COUNSEL FOSSUM: Chairman Westly,
Commissioner Bustamante, and Commissioner Sheehan, good
afternoon.

Commission and its staff have enjoyed a
cooperative and productive working relationship with the
San Diego Unified Port District Board and staff for many
years, and look forward to many more.

The Port, in recent years, has come under
increasing pressure from developers of hotels to allow
leasing of timeshares as part of their projects.

On July 11lth of this year, the Port Board approved
a Port Master Plan Amendment that would permit 40 of the
proposed 140 units of Woodfin Hotel Suites project to be
leased to individuals, for up to 66 years, as timeshares.
The leases would be in one-week intervals, and two weeks
could be sold by Woodfin to buyers. We understand that
those weeks can subsequently be sold or traded by the
owners, and additionally, owners of timeshare weeks at
other locations would be allowed to trade in their weeks
for stays in Woodfin Suites.

Commission staff, earlier this year, testified and
twice submitted written statements to the Board,

expressing staff's opposition to the project because of
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our long-held view that timeshares are inconsistent with
the Public Trust Doctrine and therefore should not be
allowed on Public Trust lands.

The Port attorney and Board Chairman Admiral
Spear -- Spain, excuse me, supported your staff's
position. However, Woodfin and others noted that the
attorney general in 1996 had concluded in an opinion that
timeshares might not be, per se, inconsistent with the
Public Trust Doctrine if they provided certain amenities
to the public.

Noting that the State Lands Commission had never
formally taken a position on timeshares on Public Trust
lands, and there are no judicial decisions or legislation
deciding the matter, the Port Board approved the Port
Master Plan for the Woodfin Suites Project, suggesting
that this could be a test case to determine the law on the
subject.

Because of the potential precedent-setting impact
of the Board's decision, and receipt of a letter from the
coastkeepers requesting a hearing, staff brought the
matter to the Commission for your review and direction.

The Commission's decision on this project will
help guide applicants, local government, trustees of
tidelands, and the public on whether tidelands [sic]

should be located on Trust property.
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This timeshare proposal raises some very serious
issues for the Commission and for the Public Trust
Doctrine throughout California. The advice given by the
Attorney General's Office to the Commission in 1982 was
that timeshares provide a distinct and limited class of
people with exclusive end use of Public Trust lands, not
available to the general public, and are a use
inconsistent with the Public Trust.

Your staff believes this is still true. However,
14 years later, then-Attorney General Dan Lundgren offered
a different opinion, suggesting hypothetically that under
certain limited circumstances, timeshare use might be
considered a use consistent with the Public Trust
Doctrine. We find significant shortfalls in the
fundamental analysis and conclusions in his opinion.

Since timeshares emerged in the 1960s to the
present, no timeshare project on Public Trust lands in
California has been approved.

Timeshares are clearly a growing phenomena and
exist in many vacation and resort areas such as Palm
Springs; Las Vegas; Vail, Colorado; and Florida. We're
not suggesting that timeshares are inherently bad, but
rather, that Public Trust lands, including fill Public
Trust lands, as is the case with Harbor Island, are an

extremely limited public resource and protected by laws in

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

53

a distinct trust that will evolve over the centuries.

California courts have been particularly
protective of these lands and the public needs and uses
associated with them.

Notably, California courts and federal courts, in
recent years, have stepped in to protect Public Trust
Resources at Mono Lake, the Owens Lake and River, and the
San Joaquin River.

Public Trust lands are like our state and national
parks; they have been set aside to be protected for the
enjoyment of the common public and not to be usurped or
occupied by the few.

Staff inquired into whether California's
Department of Parks and Recreation and the United States
National Park Service allows timeshares, and found that
while hotels, like the Ahwahnee in Yosemite, may be
permitted in some parks, timeshares are not allowed.

Why are hotels and restaurants allowed? They can
provide necessary and incidental accommodations for
visitors to public lands. 'But a market system of selling
timeshare leases, tying up rooms for a limited number of
owners, for a week or two or more, in advance, for up to
66 years, 1s not consistent with the public access
character of these lands.

The 1996 opinion suggested that if a project
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provided a number of hypothetical enhancements, then maybe
it would be okay. The opinions suggest a test, which is
based on a misinterpretation of California case law and
the legal precedences the cases stand for.

California courts have authorized certain
non-water dependent visitor-serving uses they found
consistent with the Trust, i1f those are necessary and
incidental to accommodate the public when they access
Public Trust lands, or if they are necessary and
incidental to promote Public Trust uses or accommodate
water-dependent Public Trust needs, such as maritime
trade.

Hotels, restaurants, parking lots, even restrooms
and warehouses all fall under these categories. However,
we do not believe that timeshares qualify as necessary to
accommodate public access, since hotels already provide
for overnight and vacation stays.

Regardless, the subject project fails to even meet
the misguided test in the '96 opinion. The public
enhancements described as being offered by this project
are nominal and would be equally available if the facility
involved 100 percent hotel rooms and no timeshare units.
In fact, on several occasions, proponents have indicated
that the project will be built with or without the

inconclusion of timeshares.
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On behalf of Woodfin, their attorney, Mr.
Kaufmann, whom I have knowﬁ for over 20 years, and I must
acknowledge is a friend of mine and one of the top
attorneys in this area, submitted a lawyer -- submitted a
letter to the Commission. The letter asserts that the
staff report does not accurately characterize the Woodfin
proposal and the Port Board's decision. In fact, the
staff report carefully describes the Woodfin proposal by
quoting from their letters regarding proposed timeshare
use limitations. Those statements include discussions of
stays not more than 29 consecutive days or 90 total days
per calendar year. The letters are attached as Exhibit F
to this agenda item.

Likewise, the staff report carefully describes the
proposal Port Master Plan Amendment as limiting sales, not
use, of unit intervals, to two one-week periods per year.
This critical distinction between sale limitations and
length-of-use restrictions is lost in the Woodfin letter.
The letter repeatedly refers to one-week periods of time
and fails to acknowledge the Port Master Plan to allow
sales of two one-week intervals with no specific period of
restriction on length of stays. The exception 1s that
there's a rather vague statement that says, quote, no
party shall dominate usage of any timeshare.

Therefore, the Port Master Plan, as adopted by the
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Port, could allow Woodfin's earlier proposal, the 29
consecutive days or 90 days per year of use; or even more,
by allowing individuals to trade in their weeks for
timeshare ownerships elsewhere.

Let me be clear about this: Even if the maximum
annual use were limited to one week per household and less
than 66 years in length, it's the exclusivity of use that
is in conflict with the Public Trust Doctrine. The
general public does not have access to timeshares; only by
purchasing a unit interval and joining a timeshare owners
group can members of the public access these rooms.

Industry data indicates that less than 1.3 percent
of Californians have done this. The rest of the public is
given the chance to rent vacant units, but nationwide,
only 4.4 percent of the rooms are used this way. Thus,
timeshares do not provide a significant overnight
opportunity for those who don't own one.

The exclusion of the general public in favor of
the benefit of the few is also a reason why residences are
not permitted on Public Trust lands.

Proponents of timeshare developments often speak
to the economic factors involving timeshares. The sale of
timeshares make their projects more viable. They provide
up-front cash flow. They also allow members of the public

to prepay their vacations. For those individuals who wish
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to invest and plan out their future vacations for the next
66 years, this sales pitch may make investment sense.

However, the timeshare approach fails to deal with
reality that much of the general public can either not
afford the cost of purchasing and maintaining a lease of
66 years or has opted not to enter into such a long-term
commitment. And even if they desire to, the units may be
previously sold out and not available to be purchased or
rented.

Creation of timeshares creates a distinct group of
people with a right of occupancy for a piece of a property
for decades. The California Costal Commission has not
allowed this type of private development and limited --
has only allowed it in limited circumstances and never on
Public Trust lands. To allow this proposal to be
developed would be a fundamental misstep toward
privatization of public property.

Like the California Constitution's Public Access
Protections, the Coastal Act Priorities for protecting
waterfront public access and our state and national parks
that prohibit creating a distinct class of private owners
with up to 66 year right of use, the Public Trust Doctrine
exists to protect the rights of the public and Trust Lands
so that the lands remain open and available to the general

public.
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Staff and the Commission respectfully request the
Commission adopt the staff report's recommendations.

Thank you. I would be happy to answer any
gquestions.

CHAIRPERSON WESTLY: Great. Thank you very much.

What we're going to do here is very quickly. And
the simple reason is we have more members of the public
wishing to speak on this item than I have seen in my four
years on this Commission.

So what I would like the ask the public's
cooperation on, to be fair to everybody, and we would like
to give everybody a chance to speak, is number one, you do
not have to speak for the full three minutes. What we
often find, when this many people want to speak, many
people want to make the same points. So I'm going to move
things along fairly quickly. I'm going to ask people to
be on deck, come right up, give their name and say who
you're with, if there's an identification.

Second, we've had a request from people speaking
on the opposition, to the staff recommendation. We're
going to take the opposition presenters first, and then
the people speaking in support of the staff
recommendation. We've had a request from the opposition
side that they are -- I don't know if a premier or lead

speaker would like to be able to aggregate some of the
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time from the other people who wish to speak. I am more
than happy to allow Mr. Kaufmann ten minutes, instead of
the customary three, if I could get some of the other
people who have signed up to speak to raise their hands.

(Hands raised.)

And state your names.

MS. WERNETTE: Stephanie Wernette.

CHAIRPERSON WESTLY: Okay. Stephanie, I'l1l remove
your card here.

MS. BLEMKER: Anne Blemker.

CHATRPERSON WESTLY: Anne?

MS. BLEMKER: Blemker.

CHAIRPERSON WESTLY: Okay. We'll remove yours.

And who else?

MR. ROUSSEAU: Mark Rousseau.

CHATIRPERSON WESTLY: Mark Rousseau. Terrific,
thank you.

MS. FABION: Judy Fabion.

CHAIRPERSON WESTLY: Judy, thank you. Terrific.
That is appropriate [sic].

Mr. Kaufmann, your colleagues have placed great
faith in you. Have at it.

MR. KAUFMANN: Too much faith.

(Laughter.)

MR. KAUFMANN: Good afternoon, Mr. Chairman and
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Honorable Commissioners. My name is Steven Kaufmann. I
represent the Woodfin Suite Hotels. I really appreciate
the ten minutes. Thank you.

Today's hearing -- we have actually a PowerPoint
presentation. Today's hearing is obviously focused on the
Public Trust. And I want to give you just a quick
overview of the project. T think it helps.

(Thereupon an overhead presentation was

presented as follows.)

MR. KAUFMANN: The project's located in the middle
of Harbor Island -- and you see Marina Cortez; that's
where it is -- on the land side of Marina Cortez, flanked
by two existing hotels -- the Hilton and the Sheraton --
and it's across from the San Diego airport. This site,
Commissioners, 1is deteriorating, and it needs to be
redeveloped and made more publicly accessible. Woodfin --
next.

--00o0--

MR. KAUFMANN: Woodfin proposes a 140-room
all-suite hotel, which 40 rooms are less than 30 percent
of the total, will operate as timeshare. We haven't
negotiated the length of the lease. It's not going to be
66 years. We're told by the Port that they are looking at
between 50 and 55 years. But the timeshares are going to

be distributed throughout the main building, and you won't
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be able to tell whether a room is a hotel unit or a
timeshare.

We're going to provide new amenities available and
open to the public; and a new seawall; a public promenade;
a restaurant and bar; meeting and banquet rooms; retail
space for visitors-serving uses; hospitality center; a
spa; we're going to provide a new marina services
building.

You know what an exemplary job the Port of San
Diego does in discharging its Public Trust
responsibilities, and the commissioners that did that are
here. In approving the Port Master Plan Amendment, the
Port Board conducted multiple hearings on the timeshare
component and it did receive input from your staff and
guidance from an attorney general's opinion. And then it
imposed numerous restrictions on the project to ensure
that the Public Trust is protected.

I think you can skip ahead.

--00o--
MR. KAUFMANN: One more slide.
--00o0--

MR. KAUFMANN: There you go.

Consider that we started with simple language
permitting 140-unit hotel with timeshare units, this

really was where we began when we met with your staff in
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March of this year. And then, after all the input,
including the input from your staff, the adopted Port
Master Plan language was re&ised to fully protect the
Public Trust. And this is language which is in the -- the
Port Master Plan Amendment that I attached as Exhibit 1 of
my letter to you.

Go to the next slide.

--00o--

MR. KAUFMANN: Before I actually discuss the
language of the amendment, I wanted to be sure that
there's no nomenclature confusion here. So we've prepared
this chart for you.

The Coastkeeper letter, that's Exhibit E to your
staff report, and appears to have been the reason for this
hearing, expressed concern about condominium hotels. And
that's because this year, the Coastal Commission approved
four of them, and they were controversial.

This project emphatically is not a condominium
hotel. And I think even the staff report kind of lumps
them together. This chart shows some of the salient
differences between timeshares, fractionals, and
condominium-hotels. And the timeshare that we are
discussing is really simply nothing more than a prepaid
one-week vacation in a hotel. There's no right to a

specific unit; there's no right to a specific week;
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there's no ownership interest in the unit; and the cost is
significantly less than a fractional or a condo-hotel.

And you can compare this, what's referred to as the modern
vacation timeshare with fractionals or condos, where the
buyer owns a unit or a fraction of it, and stay for long
periods of time, up to 90 days a year. And then the cost
can be in the hundreds of thousands of dollars. There's
an L.A. Times article that dealt with the condo-hotels
that said 2 million to 3 million. A very different kind
of animal.

Mr. Fossum, whom I love and worked with for many
years, I'm not sure we're reading the same document.

The Port Master Plan Amendment says, "Timeshare
intervals shall be limited to sale in increments of one
week, on a floating week and floating unit basis and may
include intervals of lesser duration including split-week
intervals. Use restrictions shall limit ownership to a
maximum of two weeks per year."

When we met with your staff, we originally talked
about 29 days and 90 days total, because that's what the
Coastal Commission was doing. When we walked out of that
room, we changed this and cut this to the bone. And
that's what the Port did.

Next slide, please.

~--000--
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MR. KAUFMANN: There's also some confusion about
how the attorney general has looked at timeshares.

The 1982 Informal Advice was a memo written by a
deputy -- I was a deputy; I worked with Mr. Hager, whom I
also love -- in my then-section of the Attorney General's
Office to our boss. And then it was apparently
transmitted to the State Lands Commission. And it
analyzes specific projects and proposed the Wrather
project in Long Beach. Now, you have to look at this
project. This is an old-style timeshare. It really 1is
more of a fractional. You get a 30-day interval. There's
no real public amenities. There's a low vacancy factor.
There's a limited use of exchange rights. And Wrather
really wanted this to be a residential project.

It walked like a residential project and talked
like a residential project. And so it's really no
surprise the deputy attorney general concluded properly,
that that constituted a long-term private residential use
and made it consistent with the Public Trust.

And so then compare that to the '96 opinion,
detailing with a totally different product of what we have
today: A one-week maximum interval, significant public
access, rental of unused units, substantial use of
exchange privileges, significantly -- this was a hundred

percent timeshare. The AG still considered it a
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commercial use.

In any event, the timeshare component -- if you

can do the next slide --

--o00o--
MR. KAUFMANN: -- approved in the Court Master
Plan is even closer to a traditional hotel. Woodfin is a
hybrid. It's not a hundred percent timeshare. It's

heavily weighted as a hotel, because what's what Woodfin
does; it builds and operates hotels. 71 percent of the
units, Commissioners, are hotel units; 29 percent are
timeshare units; and the unused intervals are right back
into the rental pool.
Next slide, please.
--o00o--

MR. KAUFMANN: In the 1996 opinion, the AG laid

out three criteria. I'm going to run through them very
quickly: The state can't, as trustee, can't give up its
right of control over the Trust property. We satisfied
that.

Second, the use can't substantially impair the
Public's interest in the remaining lands and waters. We
satisfy that. The Port required us to make substantial
public access improvements. They are not, by any stretch
of the imagination, nominal.

Third, the project must produce a public benefit
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that furthers and promotes trust purposes, and we satisfy
that.
This type of hotel and timeshare unit compliment

each other. They do the same thing. They provide

transient public accommodations to the tidelands. They
do -- they are supposed to function in appearance and
location like a hotel. When the timeshare unit is not

occupied, it has to go back to the inventory of hotel
rooms. Management 1s through the hotels. Timeshare
reservations is booked through the hotel. Everything is
done through the hotel.

So we come to the central guestion: Is this a
residential use? And the answer is no.

We have a one-week maximum intervals and a
floating unit or a floating week.

Timeshares and hotel units are treated the same,
and when you think about, it's exactly like a prepaid
one-week vacation in an unspecified hotel room. In fact,
you know, you can prepay a vacation in a hotel for a week,
two weeks, or more, if you really like it, you can pay a

lot more. But that doesn't vioclate the Public Trust.

I'm giving you -- If you can go to the next
slide --
--00o--
MR. KAUFMANN: -—- here's a quote from an
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unpublished case that dealt with the same type of
timeshare where the court said "It's not designed or
operated to serve a residential population by any stretch
of the imagination."

In other words, it's not a closed case. I don't
know what's on the next slide, but if you can go to it.

--00o0--

MR. KAUFMANN: Staff report repeatedly says it's
an instrument for the wealthy. That's wrong.

It's accessible and affordable to the working
class, for families who want to enjoy a vacation at the
coast.

Just a couple of real guick statistics:

18 percent of timeshares are bought by families with
incomes less than $50,000 per year. 50 percent are bought
by families with incomes between 50 and a hundred
thousand. So that's almost 70 percent. Very significant.
The cost of timeshares is between 15 and 30.

Let me close with this: We share and embrace this
Commission's responsibility to maximize public access to
the coast and the tidelands. This project advances that
goal. It's a good project.

The Port commissioners were responsible in
exercising the charge as local grantee. The Woodfin

Project, as approved, is consistent with the 1996 opinion,
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and we think exceeds it. The Port Master Plan Amendment,
as approved, 1is consistent with the Public Trust Doctrine.
And we ask you to trust your Port's decision and support
it, because we believe it sets the goal standard for this
type of project.

Mr. Chairman, this began as an information item
request from Coastkeeper. Obviously, it's important to
us. We hope that we've provided you with sufficient
information. We want the Commission to be fully informed,
and we ask you to take what time you need to be fully

informed and to make the right decision.

Thank you very much. I appreciate the additional
time.

CHAIRPERSON WESTLY: Mr. Kaufmann, thank you very
much. Again, I'm going to try to move things along as

best as I can, to accommodate and be respectful to
everybody. I would like to ask Mr. Wayne Smith to come
forward; and Ms. Donna Andrews to be on deck.

Mr. Smith?

MR. SMITH: Thank you. I'm Wayne Smith. I was
the former chief of staff to Attorney General Dan Lundgren
during the time period in which the 1996 opinion was
drafted.

I would like to just speak very briefly about the

distinction between the 1982 Legal Advise Memorandum and
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the 1996 Formal Opinion.

The 1982 Advice Memorandum is actually a -- much
akin to a lawyer advising a client about what that
particular individual's opinion is on a particular matter.

The 1996 opinion is actually of the constitutional
office, in this case, Office of the Attorney General,
opining about what a particular matter -- what the matter
would be that was asked by a legislative officer.

And the difference is that the Formal Opinion is
actually a published opinion that the courts can cite and
that bodies, such as yours, could utilize as guidance when
you sort of enact your policy. And so I want to make it
very clear that those two are completely different
animals. And the 1996 opinion is a Formal Opinion that's
published and it's offered, really, basically as legal
advice to the grantees, to a body such as yours, to use in
making your policy decisions.

CHAIRPERSON WESTLY: Great. Thank you. Thanks,
Mr. Smith. We appreciate you being here.

Ms. Andrews.

MS. ANDREWS: Good afternoon. My name is Donna
Andrews. I want to make two very quick points: Number
one, timeshare is a financial tool to make the coast
affordable for individuals whom otherwise would not be

able to enjoy the coast. It is not a mechanism to enrich
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the developer. It's a mechanism for individual families
to prepay their vacations and to take their families to
the coast and enjoy it, like other individuals.

What's interesting about this situation is that if
we were before you, building a Woodfin Suite with
30 percent exclusive presidential suites that will cost
$2,500 a night, we would not be before you. That's the
thing that's really interesting here. Timeshare is really
a representation of the spirit of the Public Trust
Doctrine, to allow it to evolve and to address the
changing needs of the public -- not the wealthy people --
for the people who have to plan ahead.

I respectfully request that you take the time to
really receive the information and become the expert, if
you will, on what this issue is all about, before you make
your decision.

We're not asking for your approval today. This
came to you as an information item. And we would really
request that you take the time to receive the necessary
information so you can make a decision that is
representative of what the spirit of the Public Trust
Doctrine is intended to do. It's not a residential use.
It's a commercial use. I can understand the concern about
the slippery slope and future regulations. But look at

what the Port did; they were very responsible.
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This 1is an opportunity for the Commission to allow
the Public Trust Doctrine to breathe; to allow it to do
what it was intended to do; and what the California State
Superior Court said, and that 1is, nct to burden without
motive classifications of this use, but to allow it to
respond to the changing needs. And building a hotel today
is decidedly more expensive than it was 10, 15, 20 years
ago.

Thank you very much. If you have any questions,
we will be here to answer them.

CHATIRPERSON WESTLY: Thank you, Ms. Andrews.

We have Mr. Sam Hardage.

MR. HARDAGE: Thank you very much, Mr. Chairman,
commissioners.

My name is Sam Hardage. I'm chairman of Woodfin
Suite Hotels. We're the applicant here.

And when I was reading the staff report, I was
amazed at the -- what I thought was the
mischaracterization of this project: the industry, the
users, the pricing. And I would hope that this could be
the beginning of a dialogue to look at all of the facts.
This is a very important industry. And as a matter of
fact, it's probably the only way, that I know, to assure
the average Californian to be able to enjoy a vacation on

the California waterfront.
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Pricing for construction costs, of all sorts, have
escalated dramatically over the last four or five years.

I think everybody knows that. And the cost to build a
hotel on the California coastline is roughly double what
it was ten years ago.

So in order to build a product that can be used on
the California waterfront,hby the average Californian, we
need to be able to use all the facilities and all the
tools at our hand. And the reality is that the costs of
the timeshare, in this project, would be about the same
price as a Ford F-150 pickup truck, and it would allow the
family, the average family in California, to be able to
enjoy a vacation on the waterfront, instead of having to
pay 500 or 600 or more dollérs a night, for a hotel and to
be priced out of the marketplace.

So I would hope that the Commission and the staff
would take the time to understand this very important
industry. This is a very important issue. And I think
it's very important for the average Californian that wants
to enjoy this beautiful California waterfront and the
California coasts that we héve.

So I would encourage -- and I'm glad that we're
here today. I hope this is the beginning dialogue of a
discovery which finally comes to a policy that will help

serve all the Californians. Thank you very much.
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CHAIRPERSON WESTLY: Thank you, Mr. Hardage.

Next, Perry Dealy, President of Manchester
Financial Group.

MR. DEALY: Mr. Chair, Members of the Commission,
first I want to also congratulate both yourself and
Lieutenant Governor Bustamante on your phenomenal service
to the State of California and how much time and sacrifice
you had to give to benefit the coastal waters and to make
it accessible to all of those that want to enjoy the
coast.

We are a large-scale waterfront hotel developers.
And I've done a lot of work in California over the years.
And I think it's =-- you know, urban San Diego, urban areas
have evolved into a very complicated development cycle in
the last four or five years.

I think, as has been presented, the cost to do
coastal development is extremely expensive. The
inflationary factors of construction materials, the costs
that are unique to building on the water with piles.
You've got all the seismic characteristics with look of
action.

And to do it right, it's very expensive. And to
have a policy that if it was set up properly, would allow
projects to be designed and create public amenities with

the funds necessary to do it, with these kinds of

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

74

amenities that would -- that would allow public to come
to these areas and enjoy it.

For example, parks, plazas, public art, exhibits,
things -- things that I think Coastal Commission and State
Lands have been very successful over the years in
integrating into projects that have been developed on the
waterfront.

And I think the projects like the Hardage proposal
that have been very sensitive and have taken the time,
working with the community, working with the San Diego
Unified Port District, in coming up with a plan that is
balanced, is the kind of project that we have to work hard
at finding a way to finance those projects.

And I think the key that you're trying to come to
grips with is one that'the Coastal Commission -- the
commissioners have had the same issue with. And I think
that if we could create an environment that you set up
some -- some criteria that would allow these kinds of
decisions to be made so that you have a review process
that establishes the -- the opportunity to create the
public benefit, allow affordability for those that could
come in and take advantage of a one-week-a-year vacation.
Even if it was a timeshare, I could book any hotel in
Southern California a year in advance, for a week. You

can do that all day long. But it's not as affordable.
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And if you have a timeshare element, I think it gives more
access to more -- more of those that want to come back to
the coast on a regular basis.

The remainder of the time, that these units are
not in that exclusive use, they are open to the public,
and they operate as hotel rooms. So I would hope that
this leads to more dialogue and opportunity to have the
Committee and be able to create an opportunity to allow
this kind of -- of financing and public amenity venue to
be integrated into the total mix.

Thank you.

CHAIRPERSON WESTLY: Thank you very much. Again,
trying to move things along.

Commissioner Dukie Valderrama.

Again, you are not compelled to speak for the full
three minutes. I know we're hearing a lot of the same
arguments.

MR. VALDERRAMA: Thank you very much. Dukie
Valderrama, Port Commissioners, representing all of my
fellow Port Commissioners for San Diego.

First of all, I want to welcome you to San Diego.
Basically, we -- the Port Commission spent three months
reviewing this particular issue. I mean, we did our due
diligence. As Port commissioners, we take our fiduciary

responsibility very seriously. And that's why we spent
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three months looking at this particular issue. Where
we're at, at this given time, is, you know, I come from a
very big family, and I represent the City of Nash City
[phonetic], which is one of the poorest cities in the San
Diego County.

And we had a family, and as I indicated, I come

from a very big family. I have 13 aunts and five uncles.
So you can see, I come from a big family. We had a family
meeting. When we had my family meeting, I asked everybody
there --

COMMISSIONER BUSTAMANTE: Is that how you got
elected?

{Laughter.)

MR. VALDERRAMA: That would always help.

And I asked my family, "How many of you have been
to Port Tideland Properties, in any of the hotels?" None
of them have ever been to the Port tidelands, because they
can't afford it. But I asked every one of them, at that
family meeting, "How many of you out there have
timeshares?" And some of them have raised their hands,
because they can afford timeshares and they were able to
go to nice facilities that they would never have been able
to do.

So timeshare, contrary to what your staff's

position is, is that -- it's only for the elite. No, it
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allowed my family to be able to go to nice properties that
they would never been able to do before.

So as a result of that, I encourage you. Our
Commission, it is fully -- it supports this thing, and I
ask that you also consider this.

Thank you.

CHAIRPERSON WESTLY: Thank you, Mr. Valderrama.

Mr. Wilkens, Port of San Diego.

MR. WILKENS: Port staff is here to answer your
questions.

CHAIRPERSON WESTLY: Great, thank you. We still
have about 20 more speakers. So I'm going to move this
along.

Mr. George Palermo. And Gerri Retman, if he or
she could be on deck.

MR. PALERMO: Chair Westly and Commissioners, my
name 1s George Palermo. I represent 5th Avenue Landing
Develcper at the Spinnaker Hotel, here in San Diego.

And I would like to make a few points: One, I can
tell you that our hotel is not financeable without having
some component of an equity share concept, and it's
somewhere between 20 and 30 percent.

And if we can get that, then we could build our
hotel. Otherwise, I'm afraid it won't be built. Another

peint I would like to make is -- and I -- it's a question
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and I know you don't have to answer it if you can't: I
don't understand how we can ignore with the Coastal
Commission does. You know, they're an agency much like
you. The last thing they would do is deny access to the
public, so how is it they can approve equity share-type
projects when your staff can't even consider recommending
them.

I really don't think you said that. So some day I
would like to get an answer from staff as to why the
Coastal Commission allows it and you won't.

COMMISSIONER BUSTAMANTE: You will get one today.

MR. PALERMO: Okay. Good.

Another question I have is, I took the opportunity
to read some of the information -- I mean, all the
information was available to me and I was able to read
some of it. And as I read it, I didn't think the
information was complete. And when I heard your attorney,
Mr. Fossum, speak, I realized it wasn't.

I heard Commissioner Valderrama speak, and I know
what this port went through in order to make the decision
to support this. They weighed the strengths and
weaknesses of this concept. They looked at the pluses and
minuses. And I think that's what is deficient in your
staff report.

I didn't see any strengths pointed out to you. I
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