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P(ROCEEDINCS 

n( 	 o0o-- , 

3 	 CHAIRPL 	: 	Nel 1 th meeting to oxder._, 

I apologize. 

5 	and couldn't get off, 

,od up the wrong line on the -telephone 

Cl 
Is it stafftq desire to change the order in which 

we talco these items up? 

EXECUTIVE OFFICER NORTHROP: M . Chairman, we 

9 have had a request from,the City of Long Beach that we 

,110 handle Item Number 1 on the calendar last. If it pleas s 

11 	the Commi!;:,ion, 	we could tale 2)  3 and 4 fAxst, 

2 would allow them some time. 

13 	 CHAIRPER,WN COIN`; Item Number 2. o'Would you 

14 ex Slain Oat to us a  Mr. Executive Officer? 

15 	( EXECUTIVE OFFICER NORTHROP: Mr. Chairman, this 

16 is as amendment for regulatory requiroments for Arch whidh 

`17 would permit Arco to observe any change in our regulations 

18 in their operations off of Rincon Offshore Field in Ventura. 

19 it was on(the cal;mdar last month. 	to an over,ight in 

2© our staff legal position, the language was unclear. This 

21 is a clarification. 

22 	 CHAIRPERSON GORY: Is there anybody in tlio audience 

0 
	

23 on this item? Any questions from Commissioners? 

24 

25 as presented, 
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"Mr17930.•10,■••••ITM.  

EXECUTIVE OFFICER NORTHROP: Mr. ChairMan, this 

is 	authorization to go for competitive bid for a net 

,;profits lease on abouUf  900 aeres wit to Grey J.,odge for ak 
jl 

6 	 CHAIRPERSON CORY: Just a minute. I mean, Grey 

7 	Lodge is the home of field, trials, This is not going to 

) 	interfere with anything important, is'̀: ? 

9 	 EXECUTIVE OFFICM NORTHROP: 'Probably the 

10 ansillary things will make iiel&trials even better. 

11 	 CHAIRPERSON GOO': I doubt that Anybody in the 

12 audience on this item? AnyAuestions from Commissioners? 

13 	 Without objeCtion, the calendar item its approved 

14 as presented. 

15 	 Item 4, McCulloch Oil and Gas, 

0 

16 	 EXECUTIVE OFFICER NORTHROP: Mr. Chairman, like 

17 Item 3, Item 4 is for approximately 414 acres xithin 

18 Lindsey Slough for a $20 ,;IT&acre, plus a net profit.$ bid 
, 

19 on that property for oil and gas leases, 

20 	 CUAIRiERSON CORY: Anybody in the audience on 
) 

21 this item? Questions from Commissioners? 

22 	 Item 4 will be approved as presented, 

13 	 We are now at Item 1. 

24 	 EXECUTIVE OFFICER NORTHROP: 	airman, Itp,m 
25  

4Umb, r 1 is the determination under P1(C Code 6701 and 6702 

is 
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of a contract between the City of Longi each and the ivx;z they 

Prop ities Ltd. Mr. Les Grimesgt&Amy armediate right, 

and Gary Horn, to Mr. Hight's right;, have worked on the 

contract; and the, Attorney General'` staff, Sue Wylie and 

GRIWS: The city of Long „Beach has repested 

the CoMmission to make I,the determinations set forth in 

to a lot e, between the Port and Wrather Port Properties. 

Briefly, the determinations relate to: Conformance with 

the granting statutes, proceedof the lease shall be 

expended for statewideqaurposes as authorized by such 

granting statutes; and (✓), that the lease is in the best 

interests of the st)?.te. 

The lease includes the R.M.S. Queen Mary together 

18 j with approximately 45 acres of filled sover*gn lands on 

19 f Pier j, including the site of theAueen Mary Heating and 

20 Cooling Plant. The area is outlined in yellow .as-Parcels 1, 

21 2 and 3 on the photo exhibit there. The lease also contains 

22 an option to lease a water-covered site adjacent to the 

leased area of approximately 235 acres For future development 

24 as a small boat marina, additional hotels and restaurants, 

25 Wrather proposes to install and exhibit the Spruce Goose 

- Greg Taylor from the Attor9y General's staff have wored 

on it, as well as &UT, own -c.4_Unsel. 

7 	 CIyylyERSOY CORY : Go ahead,. 
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23 

24 

25 

within the leased area . 

2 	 frills option area is in rod on the exhibit, and 

it s Parcels 4, 5 and 6, 235 acres. 

The lease is 71-itten for a term of 4n years, but 

5 will probably become a 60-year lease on January 1 when 

6 the city's new charter becomes effective. 

CHAIRPERSON CORY: lis. that,charter been approved 
(2) 

by the Legislature? 

MR. PWIN: It doesn't have to/be any more, 

Mr. Cory, It's been inproved by the voters, and it just 

gets filed with the SecretaryF State. 

EXECUTIVE OFFICER NORTHROP:  That was Robert 

MR. GRIMES; ,The,firSt year's rental for the 	ase 

is $600,000, Which sum is increased periodically to S.< 

during the 15th lease year, ll  

rent is subject to adjustment eiiny fifth year 

with the eleVenth lease year .1j) The fixed 

rent is subject to apPartial ogfset during the 

second through sixth lease years, up to a total-  of 

million for excess cost of operating the Queen Mary 

Heating and Coaling Plant. Any rent so offsetTbecomeS 

payable during the seventh through seventeenth lease years 

as an addItion to the fixed minimum :tent for those years. 

The rent deferment and recoupment procedures do 

PETERS SHORTHAND REPORTING CQRPORATJON 
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21 

22 

23 

24 

25 

of $500,000 and any deferred, rents due—the city, constitute 

the purchase price payable by Wrather to the city. 

Also after the fifth lease year, Wrather has the 

option to Purchase the°  Queen Mdry for a purchase price to 

be agreedd upon but not to exceed $9.5 million. If the option 

d 

9 

not provide for the payment of :interest on deferred rentals. 

2 	Depending upon which option Wrather exercises regarding 

3 	the Queen Nary, this interest loss may be as great as 

4 	$2-1/2 million. 

5 	 For the permitted activities on, the leased and 

6 optioned areas, the city shall receive the following 

percentage rents,amounts against the fixed minimum. For 

8 hotel rooms, they'll get seven and a half percent: of the 

9 gross; food and beverage, they'A4 get three percent; sub- 

C 

Il 

10 lease rentals, they'll got ten percent; museum and tour 

activities, five percent;- ,artna, ten percent; parking 

and other purposes, five 12  

13 	 During the fifth lease year only, Wrather shall 

14 have the right to terminate the lease in its entirety or 

15  as to the Queen Mary and the Queen Mary Heating and Cooling 

Plant only. In either event, Wrather must purchase the 

17 QueenMary,'dispose of the furniture:, furnishings, equipment 

f/18  and artifacts and solicit proposals from, salvagers for,the 

removal of the Queen Mary from the present site. The gross 

20 proceeds from the sale and salvage', together' with the sum 

19 
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is exercised, the Queen Mary will remain at its prose 

LJ site at Pier J and continue to be operated for the balance 
3° of the term of the lease. The percentage rents for Lose 

activities conducted on the Queen Mary 'are reduced by 

5 one-half upon the/i(consummatI;on of the purchase.. 

Staff analysis as presented in your agenda item 

indicates that the 6702 findings can be made subject to 

two conditions, Staff concern with lack of periodic rent 

review in the marina 	schedule, and the lack of 

definite development plans on the 235-acre option area 

leads us to recommend -Oat the ('.ommission require the lease 

to be amended to provide that the Commission have review 

authority of proposed developments with, the option area; 

and that the marina rent schedule be reviewed at 20-year 

intervals. 

16 	 With thosie two conditions, the staff would 

17 recommend approVal of the contract. 

18 	 CHAIRPERSON CORY: Vpuld you again or would one 

19 of the lawyers tell us why is this item before'the 

Commission in terms of what our responsibilities are under 

211- /this section? 

22 	 MR, TAYLOR. Mr. Chairma this item is before 

you under 6702 of the Public Resources Code. This section. 
, 

was enacted to ensure that lessees of trUst property mould 

have a valid lease if thee was any subsequent amendment of 

(11 
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the trust grant. You're s4.tting in a different capacity 

than yoU normally wouJa in reviewing the activities of 

3 a gra4ee in that you must make three findings, which Mr. 
li 

4 Grimes has gone over, the last of which is in the best 

intere'ts of the state. The first is that it's within 

6 the purpoSes of the trust, and the second is that the 

proceeds go to th trust account; to an appropriate trust 

account. 
0 	This section was enacted in 1970 at the request 

10 of the title industry ,because they ere uncertain as to 

11 what would happen in the event of a..revocaion of a grant, 

12 such as happened in San Diego where they consolidated the 

13 port, and in the case of Long .Beach, their'grant has laei 

14 modified a number of times. Also, there has been one other 

15 amendment to the grant, but I can't think where it was 

16, Somewhere in the San Francisco ;jay Area. 

The Commission has had a number of times i?efore 

18 it similar requests, by local grantees to approve leases so 

19 that in the event there was a modification or a revocation 

10 of the grant, that the lessee would be secure; and that is 

21 what is before you at this time. 

22 	 MR. ACiERW: Is it required that the Lands 

23 Commission approve the„lease? 

MR. TAYLOR: It is required that the Commission 

25 take action within.  90 dayS th'at it is submitted to you or 

24 

17 
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it is deemed approved. It i not required that a local 

acjency submit the lease to you unless they want the 

protections that are provided by the statute; but in this 

case it has been formally submitted to the Commission, and 

so the Commission has the requisite number of days in which 

to take action and, failing to take such action, would be 

deemed approved. 

MR. ACKERMAN: When was it submitted to the 

Commission? 

MR. HORN: it's been about three weeks, but the 

application has r.-ever been formally accepted as complete. 

So, the 90 daysasn't commenced to run officially. 

CHAIRPERSON CORY: Why are we having a meeting 

if the application is not complete? 

MR. HORN: The materials are here. It's the 

formalities or developing a letter to notify them that 

their application is complete hasn't been done yet. 

MR. ACKERMAN: In that case, is the application 

formally before the Commission? Is there any problem 

on that? In other words, it's before us? 

MR. TAYLOR: If the staff feels they have all 

the material that's necessary, it will be beforeyou. 

CHAIRPERSON CORY: And the staff feels they have 

all the materials? 

MR. GRIMES: Yes, sir. 
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0 
EXECtelVE OFFICER NORTHROP: And the i'dty 

2 Long Beach has asked that we handle this as expealtiously 

3 as possible. That's why we have a .3pecial_76tIng. 

CHAIRPERSON CORY: We have from to day 90 dari. 
5 	Is that what tILestaCE is telling,us? 	/- 

6 	 MR. TAMR: That's corr ct;=ffr. Chatr an. 

Any t3 

8 

7 	 ing else? CHAIRPEUON CORY: 
1 

9 	 CHAIRPERSON CORY: 

10 	 M. MORGAN: I have lots of que tions. 

	

9 	 MR. AC KERMAN; Maybe we'd rather hear from the 

	

12 	other parlicipants in this. 

	

13 	 CHAIRPERSON CORY: Okay. I guess., we could hear 

14 from the city or whoever. Bob,careyou riding herd on this? 

	

15 	 MR. PARKIN: I guess I'm the first victim. 

	

16 	 EXECUTIVE OFFICER NORTHROP: Assemblyman Elder 

	

17 	is here, sir. 

0 

' 0 

18 	 CHAIRPERSON CORY: Dave, do you wish to speak? 

19 	 ASSEMBLYMAN ELDER: I just wish Le join in the 

-20  presentation if there is any question. 

21 	 CHAIRPERSON CORY: Let me tell you right from 

22 the beginning, I cannot conceive of how 	can vote for 

c 

23 this. So, you've got a real long way to go. 

24 	 ASSEMBLYMAN ELDER 	Let us reason together. 

25 	 Members a:1-'4m Comission, my name is DOid Elder, 
0 
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10 

I'm the Assemblyman representing the district in which 

the Queen Mary is located. And my reason for bejng here 

3 	today is that I see an opportunity to really start a new 

4 phase in the Queen Mary project, and I might bring your 

5 	attention to a report which I'p7epared as one of my final 

6 	assignments with the Port of Long Ii'each in July of 1977. 

I have copies if the Commission would care to receive them. 

In that report I talked about a brief history 

of the project, and the purpose of the report really was 

10 to present the management of the Port of Long Beach with 

11 	a discus:;ion of the operating alternatives that we found 

12 ourselves faced with in 	'At that time the Port of 

13 Long Beach way considering the possibility of taking over 

14 management of the Queen Mary project which had previously 

15 been managed by the City of Long:, Beach, since December 9, 

1977. In my report r indicated that the Queen Mary project 

had been fraught with innumerable problemsresulting from 

lack of integrated management, poor,public relations 

suiting from, bad press concerning the Cityof Long Beach, 

inept museum management, substandard food and beverage 

service, labor disputes, substandard lessee maintenance, 

inadequate marketing and promotion\,and•absence of 

substantial tour product improvement and entertainment, 

poorly designed parking lot resulting in improper vehicle 

and pedesrian flow, lack of free parking and the lack of a 

PETERS SHORTHAND REPORTING C0iIPONATION 
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11 

staging of the Queen Mary to incoming visitors, all of 

which resulted in higher costs and reduced revenues to 

the project. 

In addition, thekToject has been given 
• considerable attention by *arious investigatory and 

6 regulatory agencies, such as the Los Angeles County Grand 

7 Jury, the State Lands Division and the State Attorney 

8, General's office. The effect of this has been to impair 

for some period of time the image of the project, as well 

10 as to divert project personnel and resources away from-- 

1e 	their principal assignments. 

12 	 On September :50, 1076, prior to my study, the 

13 California Museum of the Sea Foundation left the project, 

14 and the operating entities aboard the ship was reduced by 

15 one. This was seen as a positive move because it tended 

to reduce the size of,the operating overhead. 

In my report I discussed six operating alternatives 

18 at that time: To continue the current operations -- that's 

19 discussed at some length -- making the ship free to the 

20 public; termination of existing leases for lodging, food 

21 	and beverage and so forth; private operation of lodging; 

22 various different op4;Tating alternatives. 

23 	 Today we ar at Alternative Number 5, which is 

24 really the most desirable alternative, and that was a  

25 thaster lessee, a single private operator to take over the 

3 

4 

5 
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12 

'whole project. 

2 	 In 1977 we didn't kid ourselves as to how 

3 difficult it would be to achieve this objective. In fact, 

4 the fac,t that we're here better than three years later I 

5 think is proof that it was not an easy task,,  

Under my proposal, I propose that after the 

7 termination of the existing leases, the option would 

8 propose that the Port would seek to find an attractive, 

9  csuitable operator for the entire Queen Mary,project. We 

, 10 have achieved that objective in that Wrather Port Properties 

11 has agreed to take over the entire operation, as well as 

12 some ansillary operations onshorerand adjacent to it for 

13 potential marina development,' as well as the Kolard Hughes 

14 Flying coat which will eventual14- be located: adjacent to 

15 the port side of the ship. 

16 	 So, I think we're at,a very historical moment 

17 i4 1.=:.h"-6 history of thiS,project, We have an opportunity, 

18 it sOpsito me, to end what has been almost 13 years of 

19  anguish with this project because of the problems that 

20 the Aunicipality has had in managing a project of this type. 

21 We DOW have the people with the background, experielce 

22 and determination and track record to make the projlect 

6 

Go 

23 successful. 

24 	 Unlike the previous arrangement, this talks about 

25 
	

percentage of gross revenue, which seems to me to be a 
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substantial improvement. In fact, we have received --

when I say "we," `the City of Long Beach trough -- the 

3 Port of Long Beach has received its first pa awnt of 

$50,000. I think it has already receive• a second payment 

5 of $50,0011 under the terms of the new lease arrangement 

as a minimum. This is a substantial change from the. 

aillion a year that the Port of Long Beach has been 1 

while were in this process'.' So, we, in effect, have 

accompldshed a turnaround of approximatelY 12.,6 million 

10 in annual operating expenditures. This is certainly a. 

It tremendous Improvement over our present condtion. 

12 	 The leases provide 	and f have reviewed the 

13 lease at some length and found it to be in conformance 

14 with my provimr,study which was dope in July of 197" and 

15 I can say to you that in all regards this particular 

10 lease meets the objectives in my study which was done in 

17 	July Of 1977. 

18 	 I frankly am here as a (i-O-antinuation of that .  

19 effort to urge the CommissiA' 	approval of.:his lease so 

- that we can,2-s- et aboue, the task of obtaining the economies 

21 	of scal-that will result from improved and increased 

22 I operations in and near the Queen Mary. 

I'd be happy to anser any questiens from a 

24 hixitorical point of view. , 

25 	 CHAtlSON CORY: Any questions? 

23 

11 
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MR ACKERMAN: 	none. 

CHAIRPERSON CORY: Bob? 

MR. PARKIN: Yes, Mr. Chairman. My name is 

Robert Parkin. I'm City Attorney of Long Beach. 

I would like to address just the two conditions 

that have been attached to the staff report, that having 

to do with the requirement to submit future developments 

in the option area to the Lands Commission and , also the 

reqUirement that the marina rent reviews be held at 20-year 

10 intervals. If I can, I'd like to address the second point 

11 	fir:;t. 

12 	 Tho lease ai- lent provides now that marina 

13 rentals , in addition to the fixed minimum rent provided 

14 for overall in the lease, are going to be at ten percent. 

15 That fixed minimum rental is subject to rent reviews in 

16 the eleventh year and at five-year intervals thereafter. 

17 The formula for "level ping an adjustment in the fiXed 

minimum rent takes in.17,0 consideration the gross revenues 

19 which would be derived from all operations, including a 

20 marina. So, in effect, you have a rental review of marina 

21 rentals at intervals more frequently that that that is 

22 recommended by staff. , 

23 	 The problem, as I understand it , with adjusting.  

24 the percentage rental is that of financing. There are people 

25 in the audience that can speak lAtil more specificity on the 

18 
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problems of financg than I can a 1 I'm sure, can 

speak after me. 

The point that I would really like to  toy address is 

this requirement that any future cdovelopment in the option 

5 	area is resubmitted to the Lands Commission. I don't 

6  believe there is a requirement for that 	First off, you 

7  have to understand the City of Long Beach owns this land 

as a trustee. We are obligated to operate it under general 

9 trust law, wherein we have to exercise prudence in whatever 

10 we do for the tenefit of the beneficiary of the trust, 

11 which in this case is the people of the State of California. 

12 We are limited by law as to what developments can go in 

13 that area. Nothing can go in there which is not consistent 
P 14 with the trust pUrposes, and those generally are matters 

15 which are of statewide benefit as opposed to something which 

16 is purely of local benefit. 

The lease does provide that any approvals or 

any future development must be submitted to the Board of 

Harbor Commissioners, who is the lessor dunder this 

document, for approval. hose approvals will be given 

at a pO)lic hearing' in which if anyone iroan the state-- 

feels that they are not consistent with the thrist or that 

they are not in the exercise of prudence by the trustee, 

they can appear at that public hearing and file their 

fobjections. 
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flat MO4 importantly, I think the whole purpose 

of this hearing, 6'Shas been pointed out bv Mr. Taylor, 

As for the state to mak, a determination as-to whether or 

not this lease is in the bast interests of-the State of 

California in the &vent that the trust is'tevoked and c72, 

that the State of California takes this 	ly subject to 

the lease. Take a lookt what you'have today and take 

a look at /What you will have under this lease. Today you 

have $2 Wlion per year and rising loss. 

(CHAIRPERSON CORY: Wait, Bobg'- How can you say 

that when \)avo Elder lust said that wegot $50,000 in income? 

ASSEMBLYMAN BOER: SOject to your approval. 

13 	 MR,J)4RX1Nt 'Rat's subject to your approval, 

14 	tir. Cory, 

15 	 -CHAIRPERSON CORY: You've already got the money. 

16 -SoMething must have happened. 

17 	 MR. PARKIN: This is under an interim 4greement 

18, that the $50,000was re6qved. This lease does not become 

19 effeotiv, the one that's before you, un41, the first day 

20 of the calendar month following your action, and that's 
- 

the lease that we are addressing at this hearrng today. 

CHAIRPERSON CORY: So that if we don't approve 

'24 thiS, what happens? 

7 	MR. PARKIN: If it's not approved by January 31st 

of 1981 --, 

21 
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25 
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CHAIRPERSON CORy:You give the Monv back. 
\‘ 

MR. PARKIN: No, 
,
vwe will keep the money under 

3 	the interim arrangement, but the arrangeMent b“1,(‘Teen the 

4 Port of Lo fig Beach and the'Wrather Company is at an end, 

5 and we are right back to where we were in August of this 

year'. 

• 1. 

re 

CHAIRPERSON CORY: But that doesn't necessarily 

mean that you have a $2 million a month loss. X-011 heAre 

other options ;f You May or may not have that. 

MR, PARKIN: Well, we have other options, certainly .  

We can go out and try and arrange for another lease such  

as we have here or take it back and operate it as the city 

has for a number of years. 

14 	 CHAIRPERSON CORY: Okay. 

15 	 MR. PARKIN: 	But; under those circumstances, 

iss the trusts are revoked, the state is going to take back 

17 that loss. Under the terms of this lease agreement, you 

18 have a guaranteed ml;nimum of $600,000 in year one which 

19 rises to two million-plus. I find that it's very difficult 

20 to find that, given all of the', restrictions by law, that 

21 .you cannot make the finding that it's in the best interests 

22 of the state. I think basically what you have you 'have a 

23 problem that the lessee has a lease with the land owner,  

24 the Port of Long Beach. That s who they want to do business 

25 with. Long Beach is on the scene. They don't want to depend 

10 

11 

12 
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upon bringing it toan agency which is 600 miles away, 

I think C at the Wrather attitude is that they, 

working with the Po t of Long Beach, are in the best 

position to know what's best for both the Port and the 

lessee. 

Those are my only comments, Mr. Chairman and 

members. If there are questions, there are other people0 

.)esides myself, If I can't answer thei we can 

someone that can ansWer them. 

CHAIRPERSON CORY:,  Let me be totally candid 

with whero 14m. coming from with this -- and I don't knew 

where the Other members are -- but as I sit here, you want 

me-  to before the fact find that this is in the best 

Interests ofy,the state, and this is a project which the 

city got its If intewithout the state's wisdom or blessing. 
\,, 0 	 4,  . 

Now you want us to put',fingerprints on it ,sAld—  bless it as 

being in the best interests of the state when—we came into 

the tail end of the movie, if,r.eu will, not even the middle 

el it, and you're even objecting to where the staff is 

coming from. 1019re I'm comingfrom is I don't think I'm 

willing to fi d that that project• is in, any way in the best 

22 interests of the state. 

23 	 It's something that started before I was here. 

24 It's there. It's a local deciSion, and I wish you Godspeed 

25 with your local decision; tut I don't see that I should 
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W 	  

involve myself in saying that this is in the best interests 

2 	of ,tlies/ate. You got this far without our blessing, 

3 	aid I wish you well in continuing without our blessin.r,;. 

4 	 That's just where I c&me from given the track 

5 record of this thing. It has been fraught with peril 

6 hAtorically, and I understand how the legal nuances that 

7 you can request us to get into this, but I'm just not sure 

I'm willing to bite that political bullet given the 13 

years' record that we've had in this community. 

MR. PARKIN: Mr. Cory, let me, if I may, ask 

you a question just to clarify your comments. When y.041 

talk about the project, are you talking about the entire 

Queen Mary)),,„roject, or are you talking about the purpose 

of this hearing, which is to consider ,thlease? 

CHAIRPERSON CORY: The entire Queen nary project 

and the useef the trust is something that you embarked 

upon with a local decision, which is your right, and now 

(you want us to come in. As I see it, in essence, we must 

of necessity bless the entire project and say, wel'i, were 

going to continue with it; and I'm not so sure we should. 

I don't know. I have not engaged myself in any value 

judgments of the 'decisions previously, which leaves me in-

a position where I'd like to ,_continue not making those 

value judgments as to whether that's in your interest or not. 

To make it'whother-\Or not this in the best interests bT 
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the state, it seems to are you have to start making some 

very tough questions vlth 20-20 hindsight, and I'm not so 

sure I want to do thal 

MR. PARKIN: I think with regard to the project 

itself, it's like being a little bit pregnant. We're 

there., 

CHAIRPERSON CORY: You're there. We're not. 

I don't want to get that way. 

MR. PARKIN: We are trying to, as a trustee, 

make the best -- not only make the best, but dramatically 

improve the situation, and that's why-weircii here. Mr. 

l'aylor has told you the law is clear, the ;reason why these 
fl 	 0: 

# 	' 

matters are brought before the Lands Commission. I' don't 

think any action you would take in approving this -- it 

would be a little difficult for me to see kow that could 

be construced as blessing the entire projeit. 
I 

CHAIRPERSON CORY: Well, it sada es us with 

this obligation if the city at sOme future decke decides 

to revoke the trust and we have to live with it. It may b 

that we'd be better off taking in Mr. Elder's report 

Option 6. I don't know, and I'm not prepared to get into 

Clat question. I've opted for local control thus far, 

saying that it's your trust money. You guys do what you 
, 	-- 

want with it; but for me to come to the conclusion that 

the best interests of the state are served by entering into 

• 

19 
O 

• 
6 

1 

11 

12 

13 
0 

14 

15 

1
6  

0 
17 

18 

Il 19 

0 
0 20 

21 

22 

0 I'. 23 

24 

25 

0 

PETERS SHORTHAND REPORTING CORPORATION 
7700 COLLEGE TOWN DRIVE, SUli1'  

SACRAMENTO, CALiOORNIA 05816 

ff 
	TELEPHONE OM 303.3601 	

O 



this, then I've got to go back and ascertain whether 5 

is better or 64s better, and I'm not so sure that you 

want me to do that. 

ASSJIMBLYMAN ELDER: Mr. Cory, the provisions of 
o 

the lease indicate that should the losses of the new 

lessee reach a certain figure, then I think we'll find 

ourselves essentially at Option 6. That, is just a 'matter 

of course. 1 don't anticipate that that would happen 

because a number of actions have taken place to turn the 

project arqund. The major achievement of economy of scale 

is we now u'c dealing with one lessee. We no longer have 

several operating entities aboard the SJiip. We are down,, 

to really one, We don't have PSA. We don't have Hyatt. 

We don't have Specialty Corporation. We essentially have 

one management. 

It's basically, if you want to use the analogy, 

we now have a ship 1,iti,one captain, and it's a heck of a 

lot easier to chart a uccessful course when you really 

have only one person o the bridge, and that's essentially 

the Wrather Corporation. They have an excellent track 

record. I- think we are indeed fortunate. We can look for 

another five or ten years, and I don't think we could find, 

a lessee with the kind of credentials that they bring to 

this project. 

We're down to a situation where this is probably, 
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1 in the, universe of people who could potentialsoperate 

there aren't very many. We're dealing yith a unlqe 

tourist attraction in the world. Wrather is one of the 

prominent people in the attractions industry. 

5 	We think we've acted responsibly in attempting 

6 to locate a lessee. In fact, we were at the point, of 

7 essentially closing the ship down had we not been able to 

8 find someone like this because the losses of $2 million 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 the first time Aince 1967. So, here we a47e a the point 

19 

20 throwing up concerns which really, frankly, were le0.timate 

21 	up until this peknt because this is the first time we've 

22 ever had a positive cash flow on the project. 

23 	 It seems to me now we have an opportunity to 

24 turn the corner on this project. It seems to me we have 

25 got to, as acting respo 0)1y, take that next step in terms 
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percentage of gross lease. We have a minimum or a guaranty 

that we're going to get some, rent out of ftis„, thing fel', 

a year, which is where we were, were a very monumental 

consideration 4$ far as the Port is coLcerneth So, we're 

now at that point that if Wrather cannot turn it aropnd,, 

I think we definitely would have to consider Alternative 

Number 6; end that's essentially closing the ship down. 

We're at that point. 

We are at the crossroads where we have a 

for the first time that the project has ever made any money 



of giving the Wratner Port ProportiWCorporationn the 

opportunity to show what they can (16'.0 They're made a 

tremendous effort. 'ThWve taken over the operation of 

the Hughes Plying Boat, which is a tremendous attraction 

in and of itself. The publicity attendant to that-moving 

was worldwide , and I think we've seen a renewed interest. 

There are projects going on down there right now 

that6are going on over this Weekend which are unique to  

the project. So, I,thank r 	seen a resurgence, a 

Ronaissanco in this project. I think to move forward and 

allow a straight pereentne of gross deal with P, minimum 

1s a responsible position compared with where we have 

been with a percentage Of not where there never was a net. 

CHAIRpERSON CORY: David. 

MR. ACKERMAN: I think maybe some comments are 

in oTder here too. I'd like to echo Assemblyman Elder's 

comments. Maje we all wish wee, could go back to 1967 witl:,* 

a little hindsight but unfortunael," T don't think we_qan. 

I mean, we're here. There is one of the largest ocean 

liners in the world now parked at Pier J down there. 

is an attraction, and undoUbtodly extreme efforts are 

being made now to make it a very successful attraction. 
fi 

I'd/love—to look at the big picture„ but I don't 

think the, Commission has the luxury of going back to 1967 

right,;Aow and looking at the big picture.- I think we've 
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23 

to make do with the materials we have at,hant and the 
' 

opportunities we have at hand. 

I think it's a laudable attempt on the part of 

the city and t0 port district to attempt to find a private 
5 entreprenpur whis, I think, in this case anyway, aftet 

# 	A 	 K) 
6 	 , 	■..: 

i 	 ,• having viewed tho Oleen- many times, taking a:considerable 
7,  risk in coming in under these circumstances. 

Where I'm coming from, where the Lieutenant 

'Governor is,anyWay, is vherever we can tri and get 

government out of the program and got private industry' 

in to do 1.t;:' I think is the correct way to go. 
12 .Maybe we should have entered into thiS arrangement.  

back in 1967 with an entrepreneaur to come in and so that 

government never would have gotten into it in the first 

place. It seems like everytime government gets into a 
16 program an trys to run-something, you figure oiit ien years 
17 later how to bail out of it because we got ourselves in 
18 too deep. 

19 

	

	
Here, as Dave has said, suddenly we've got $100,000 

in the treasury, That's $100,000 the city has never seen 

in 12 year; I imagine, the city, and the port district have 

run the Queen. It looks like the way the staff is coming now 

,is saying they've reviewed the contract and reviewed the 

proposed agreement. It looLs like this is the way to go. 

It's just a matter of working out some of the details on 
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that government --Ls, sometimes afraid to do because of 

jublie pressures 4 media or whatever when you're using 

`-iaX,dollacs. Here giye an entrepreneaur a free 	see 

if he can make a go of it and 	it. 

how to get there, 

Tinder the terms of he agreement, maybe Option 6 

and the Assemblyman's '77 report will be viewed someday; 

but I think that will be probably more the decision, I hope, 

the regulations that the government subjects itself tp,c,  

giving him a little free hand to try some innovative thi6s 

of a private entrepreneaur making a go at it without 

We can't gO:,,pack to :'67, This is 1930. I think 

we have to go forward Mere. My loaning would be to a4rrove 

the agreement and discuss the particulars that have been 

raised by staff as to two portiol)s of it and solicit 

response and reaction from both, the city, which we've 

heard from through Bob now, and possibly also the Wrather 

\orporation, who I believe is here, as well as the port 

district, if that's appropriate, 

' Our options, I think, are And you question, Ken, 

at the outset and mine was what are we here doing today.. 

If I understand right, originally, Greg, through you'r 

comments, the city didn't even have to bring this before 

us at all. Here we are in a situation to where were 

looking at 'disapproving something that never had to come here 
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in-the first place legally, 	 ,k 
In that regard -- and sou can correctme if I'm 

ovrong, Greg -- one option is we can approve it. Another 

option is we can disapprove it. A third option is to take 

5 no action at all. Taking go action would indicate to me 

6 that DO days henceforth the agreement would be in full 

7 force and effect and the interim agreement would no lOngW 

8 exist, ancl, we would have a contract in force. 

9 	 MR. TAYLOR: The city did not have to bring it 

tO , to us. Howover, the agreement provides :that there will be 

it State Lands approval because it's necessary for some 

12 financing. So, they did have to bring it to the Commission 

13 in order to get the necessary blessing on it. Get the 

14 '-'financing which would be required for future development. 
■■ 

15 So, that's why they'Ve come here. 

16 	 If they choose not to do that there is nothing 

17 obligatory on them to come, but they would not have the 

18  protection of the findiz, :under 6702. 
J / 

19 	 MR. ACKERMAN: As a condition for the financing. 

20 	 MR. GRAY: Mr. Cory, my name is Jim Gray. I'm 

a Commissioner for the Port of Long Beach, was President 

22 of the Board of Harbor Commissioners over the last year. 

23 	 I'd like to step back a couple of steps because 

24 I t4ink there are a couple of things that have fallen in 

25 C,).0 cracks here. About two and a half years ago the city 
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came to the Harbor Department, which is a d department of 

2 the city un4er separate trust, and asked the Harbor 

3 Department to take ist:Jover because of the losses they 

4 had been sustaining. The Board of Harbor Commissioners 

5 decided to do that on the basis that we were going to 

6 f turn it around, deal with ore of those six alternatives 

7 from 1 to 6. 

	

8 	 We worked about the last year and a half. The 

9 first year we cut the losses from an operational standpoint 

10 from the prior year's as much as we thought from a business 

	

11 	standpotat was realistic. We(could see that our losses, 

12 would continue to mount, though, because of the maintenance 

13 levels and the way thcOeases;,were set up originally back 

14 in 1967. Our whole contention has been to take -- you 

15 were talking about a $2 million loss; the projected loss 

	

16 	this year is $2.6 million -- to take a $2.66 million loss 

17   and turn it into an income producer, while at the save time 

18 hopefull bringing in the kind of operation that will be 

19 I positive for Long Beach rather than the negative 

20 connotation, certainy from a financial standpoint, that 

21 had become readily apparent. 

22 // 
A couple of our premises that we had worked yith 

23 J was how do we get this' done without the trust having tp 

24 continue to invest money. The only logical way is to bring 

in an outside entrepreneur= that has expertise that has 

PETERS SHORTHAND REPORTING CORPORATION 
7700 COLLOGP. TOWN DRIVE, SUITP ,203 

SACRAMENTO, CALIFORNIA 95820 
TELEPHONE (015) Nio.nooi 

25 



3 

7 

15 

16 

17 

18 

19 

1• 	 20' 

21 

22 

23 

24 

`25 

27 

Q 

10 

11 

12 

13 Commission into what 	 to be a defensive mode, because of 

money that's been lost' tip the trust. We also recognize 

also the financial capability to make the kinds of 

investments that would be necessary. There aren't a whole 

lot of those around tiNat were standing in line to jump on 

board the ship, and we narrowed down those that were 

conversation and those that had some credibility and ended 

up with two prime candidates, of which we had each submit 

within a 30-day period a written_proposal. 

The proposal in general terms is as outlined in 

this lease, and the Wrather Corporation was the successful 

one from the Board of Harbor Commissioners' standpoint. 

We recognize that the history of the Queen Mary 

and the State Lands Commission puts the State Lands 

that the City of Long Beach has made some decisions that 

in 20-20 hindsight were not I guess, could possibly he 

an understatement , brilliant. The-fact of what we have 

before us now, though, is that turnaround of a $2.66 million 

contemplated loss to a guaranteed minimum income against 

percentage of gross, the simplest and easiest way to 

provide ongoing income with an inflation hedge. 

We're very satisfied with the terms and 

cony.tions of the lease. We think that the best results 

of thi \will be a highly successful project; but looking 

at the down side risk, we're talking about private investmen 

f. 
0 
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'private developmen , private jobs, all of these ingredients 

of the -Marketplace will determine whether it's going to 

be successful or not. I think the fact that instead of t' 

having a two and a half-plus mllion dollar loss a year 

5 into the kind of income production we're talking about, 

6 I find it very difficult not to see why this isn't a whole 

7 lot better for the people of the State of California than 

an ongoing loss to,  ,the trust; 

CHAIRPERSON CORY: But that contemplaiies not 

10 exercising Option 6, 

MR. GRAY: Oh, I'M sorry, Mr* Cory. 

CHAIRPERSON ORY: Why not close it down? 

MR. GRAY: Well, that would cut losses, that is 

14 correct; but it would not bring in any income, would it? 

1$ 	 CHAIRPERSON CORY: There are no losses*: You're 

16 saying you've gotto do this or you're going to lose this 

17 much money, which it doesn t contemplate you can stop 

1 	doing everything. 

19 	 MR. GRAY: You're absolutely ric=,.ht. You can do 

20 that, and there is no question about you could do it; but 

21 you also do away with any chance of income of of it, too. 

22 Under ourproposal before you, there is a guaranteed 

23 minimum income that does escalate. If it proves to 

24 WtpC0110Mit for the Wrather Corporfatien to end up not making 

25' any money, not wanting to move ahead after five years, it 

PETERS SHORTHAND REPORTING CORPORATION 
7700 COLLEGE TOWN DRIVE, SUITE 209 

SACRAMENTO,, CALIFORNIA 95820 
TELEPHONE (910) 383'0001 

12 

13 



f)" 

0 

Qc--) 

)

also provides that they'e going to end up having to buy 

it at more than Option 6could provide foy. ,That is a J/  
3 half a million dollai--,plus whatever the highest bid on 

\ 	, 
4 salvage. So, I see ne down side to what we\cre talking 

5 about, but I see a lot of potential pluses. 
,' 

6 	 One thing I think you cannot overlook is the 

7 fact that if this can be turned around andonade successful 

8 by people tin.lt have a track record of success, then instead 

9 of looking at Option 6, like stopping the blooding, you 

10 really look at something that's going to be a long-term 

11 	income production, nnd I don't see `how you lose. 

12 	 4AIRPERWN CORY How much do you think you 

13 could sell n\ option on of 235 acres of marina site for? 

14 	 „Wt_GRAY: Under the terms and conditions of 

15 the Tidelands Trust? 

16 	 CHAIRPERSON CORY: Yes. In essenCO3,jhat we're 

17 doing here, as'I see it, is there is a $500,000 option price 

18 //being paid for an option on Parcels 4, 5 and 6. 

19 	 MR. GRAY: We ran the projected costs prior to 

20 this lease situation withWrather Corporation on the 

21 development of a marina. It was between 45 and 50 feet' 

22 deep of water. The investment is somewhere between 24 and 

23 $40 million to build that marina. I would think, it you 

24 really want a straight answer of a business sense, with 

25 that kind of investment on the number, of sWips you're talking 

;1-  
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City of Long lioach and the state to hive the same sort of 

interest in the lease. 	 , 	A" 

MR. GRAY: In Ilhat, regard? 

MS. MORGAN: I mean the whole purpose for being 

here is to make sure that we will take over the lease if 

something happens and the trust is revoked. 

MR. GRAY: Excuse me. Our purpose for being 

here is because when you start talking about the kind 

of investment Wrather Corporation is going to have to make - 

MS. MORGAN: Rigt. 

MR. GRAY: -- and this is not going to come out 

of petty cash. 	- 

MS. MORGAN: They need some assurance. 

MR. GRAY: Not them. The vendors and title 

companies need some assurance. That's why, as I understand 

■•■■••■•••■■■•••••••■••■■•■■ 	 

IJ 

'9 

9i 

30 

about, I don't know that there are toe man that would want 

to stand in iTne and then give a percentage of gross back 

5 

6 

7 very well be a marina cannot be built their. 

8 	 MS. MORGAN: The part that bothers me. Ken, is 

• 

	

	the fact of the chance the state may end up holding the 

10 lease, and I. just don't- see how it's pssib/e for the 

93 0 
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when they have to malcla an investment of that kind; and 

those are What the numbers are because we're not dealing 

with something that is 18 feet deep. We'i.e:talking about 

a breakwater that has to go down 45 to SO feet. It nay 



ASEMBLYMAN ELDER: Marinas are a little different. 

it, the provision was put in to start with, because when 

you're talking about the kind of investment -- $24 million, 

	

3 	$40 million, whatever the number is -- at that point 

time I think my answer back to ifou is that I think it s 

5 in the best interest, if you've got a $24 million marina 

out there that somebody else paid for\and you have to take 

it back, to have it already built. 

MS. MORGAN: And the state hiistorically has a 

bad track record when it comes to major productions, major 

	

10 	enterprises. 

	

11 	 MR. RAY; The ity of Lang Beach hasn't been 

12 a shining star itself, 

13 

14 There's like T,000 boats waiting to get into Long Beach 

15 Marina as it already exists. _So, it's pretty hard to 

16 postulate a condition where ou're going to lose money on 

17 a marina built by somebody else that you just take over. 

18 	 MR. GRAY; I think Mr, Cory's question is valid, 

19 what would somebody pay for an option on that marinaP. I 

20 guess the other side of that coin would be, if it was 

21 already built and somebody'i'eok a walk on it, what could 

22 we get for one already built. It seems to me quite a lot. 

23 	 CHAIRPERSON CORY: But if you strip it all away, 

24 it is possible -- and these are the kinds of questions that 

25 I'm not sure that it's in the city's interest -- and if we're 
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_going to do that we're going to Tend the next 90 days 

2 going through every chapter and verse 6f this contract, 

not the kind of approval'that's boon su7.1mitted. I Mean, 

financial statements from Wrather Corporati4p, pro formas 

5 on what the)ove been doing for us to decide if this is 

in the best interests of the state. Were taking on a 

tremendous burden. For you to get an affirmative vote 

from me on Item 3 of 6702, I've got to knOw every othe7 

potential option and what the projected cash flows are 
(.2 

for the terms of the lease. Otherwise, I don't think„ 

1:ould see exorcising a judgment commensurate with that 

code_' section, and there is not enough information submitted 

that I know that that's in the best ii0.erests of "the state. 

You've already made a lot of decisions, very 

possibly very valid decisions; but I don't know why you 

came at each of those little junctures to go those 

directions. That's my prOblelii'. If you really say that 

that'S the,enly way to go, then we've got, ;a 

project for 90 days to exhaust all other rotential options 

so that I could cast my vote, unless the ether two members 

are willing to gtve you the votes without it. 

You want me to bless what has f  been a political 

fiasco and a financial fiasoat the tail end of the movie. 

I've got to , ow about more than has been presented so far, 

or In going t6 vote no. 

6 

8 
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MR. ACKflPMAN: I don't think the stiff is a :ling 

for us to bless, I'm not prepared to bless anything. 

3 	 CHAIRPERSON CORY: We have to -ascertain that 

this contract is in the best interests of the state; and 

5 there is one clear other option, closing it. I lave never 

10 

looked at that option very riously. I've never felt 

that that was my responsibility. What you're doing by 

putting this applicatio 'ibefore me is forcing me to that 
Ij 

question what is the 4st interest of the state given 

the history of the quee 

MR. GRAY. it: nk ■ both concur that the 

first best interest wouid be to stop the losses to the 

Tidelands Trust. To go from a $2-1/2 million to zeira,  loss, 

wouldn't that be a Cirst consideration? 

CHAIRPERSON CORY: Presumably, although there 

may be reasons to oven question that. I mean, the state 

loses $23 billion a year. We take in that much, and we 

a 

11 

12 

13 

14 

15 

16 

17 

1 i  

19 

.20 

2,1 

22 

23 

24 

25 

don't have it,at the end of the year. So, we've lost it. 

There is supposedly .some public purpose served for that, 

and there may be some public purpose served by your loss.. 

MRGRAY; I don't think we can solve your piqohlem(( 

on the 23 billion. We've got to work first on our 2-1Y2 

million. A 
CHAIRPERSON CORY: And th state's best interest 

may be served by us not being in show I,usiness, in the 
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convention business. I don't know. Zut those are 

2 ,kinds of qUestions, it 	ems to me, that have, to be put 

3 before this body if we are going to come to a conclusion 

4 	that this contract is in the best interest of the state. 
,), 	 5 	 MR. GRAY: This is Richard Stevens, President 

6 of the Wrathor Corporation. 

MR. STEVENS: I'm Dick Steens,,Presidentof 

Wrather Hotels and Wrather Port Propprties, and I must 

admit that I'm shocked. If you feel inn cthe middle, I:feel 

10 in the middle, too. 

11 	 In listening to this dialogue, which I must 

12 admit was totally unexpected, I was sitting ba4 as an 
o , 

13 observer back here. I got the impression that we were 

14 drifting solely into dollars and cents, and there have 

15 been diiscussions about the concern for the people of the 

16 State of California, I think that's a 'legitimate 

17 responsibility which you asre trying to exerci 	this 

18 morning, In my opinion, the people of the Stake of 

19 California will be itrevecably damaged if this agreement 

20 is not approved, and it goes beyond the Queen. 

21 
	

Let me explain that. The State Legislaiture, 

22 both Houses, with only one dissenting vote, put through 

23 emergency legislation to enable the salvation of the Hughes 

24 Plying Boat, which has been termed a national historical 

25' monument., Because we happened to be at the right place at 
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be destroyed. 

I think that goes beyond money. I think the people 

14 

15 

16 of the State of Calife nia through their Legislators, with 

17 one dissenting vote orb y both Houses, also,' evidenced that 

24 

MR, STEVENS: 	the plane wilq be destroyed 

under a set of very unique circumst4nces, and I can assure 

you, Mr. Cory, that we are prepared to put up the funds and 

live so evidenCed not only in this lease, but by our action 
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the right time, we were the velle.le through which the 

flying boat was saved; and the conditions for saving it, 

due to the complexities of the contractual relationship 

4 between the Hughes organization, the consumer organization, 

5 the Smithsonian and any number of entities, were so 

6 coplicated that we just happened to uniquely, because 

7 of this relationship with the Port, be able to provide 

8 the vehicle for the salvation of that plane. 

People of the State of California I think have 

10 evidenced, by an outpouring of interest and natienwide 

11 And international pulilicity, their desire to see that 

12 plane swim. In my opinion -- I think it's 11 very qualified 

13 opinion -- if this leas() is not approved, the plane will 

18. 	djon-ern. 

19 	 CHAIRPERSON CORY:' If you lose money and have to 

clop down, it will be destroyed, anyway. Is that what 

21 

	

	

i, 

you're telling us? 

22 

23 

25 
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plOMMICORRIZIMMIRMOSE, 

to put up more money than the Port of Loag Beach and the 

citizers of the State of California have in this project 

to make sure that it doesn't 6i1. 
\ 

We are committed to a $10 million refurbishment 
c )  ert'the sh'l alone. Agin, withrJut relating just 't2 

6 	dollars aid cents -- because I think -Eli's lease' 4.11 stand 

up anywhere under business scrutiny -- but when you talk 

about the benefit to the people of the State of California, 

aside from the Hughes Flying Boat, I think this ship has a 

historical significance that is important to the people of 

the State of Calirornia. It's very eas:, for the world to 

say that Long Beach was crazy. I don't think they were 

crazy at all. I think that their manner c)f execution of 

trying to have government run what should have been a 

- private enterprise project froMll the beginaineand then 

a multiplicity of governments Lvolved creted a nightmare, 

and the deeper they wound themselves 	it, the more 

agony it was 

If you _think you're ti a position, you should 

have seen what our bankers and the press called us, 

/everything from insane to less kind ;,tords for even 

conceiving that we could save the Queen. After two months 

f operating that ship,,I m convinced --t-lat it's going t 

be a tremendous financial success. So, 5rom a dollars and 

cents standpoint,'thepeople of the State of California 
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are going to benefit from those dollars; but again, more 

importantly, I think the people of. the State of California 

0 

9 curl. 

I had some notes. on the comments the staff made' 

because I disagree with the two conditions, and 	be 

happy to explain t]>o(ke but that seem moot to the under-

lying issues that you're raising. I would endorse what 

Jim hdS to say, that I don't think your-approving of this 
15 lease in any way, shape or form, legally or otherwise, 

16 endorses 'the initialoactions taken by the 1-bort of Long 

17  Beach or the City of Long Beach in 1967. I think what it 
18 doesisputthenecessry implementing stamp to allow t,he 

salvation of this vehicle and the salvation of that ship 

and that airpfitne for generation S to come, and it goes 

1,eyond money. 

So, 	don't think that Option 6 is a viable 

option. I think the wrath of the people of this country 

would be on our head if that wasexereiTz-ed. 

MR. ACKERMAN: The Chairman raised the issue of 

3 and the generations of all of America are g6ing to benefit 

from the preservation of that ship and the Hughelying 

5 Boat; and 	tell you right now:::''v been exposed to 

emetion before, but if that airplane is put in ieopardy, 

we have got sq-ine excitement at the state level and national 

8 level that will curl your hair, and I don't have much to 
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the best interest of the state, 	 ii 

CHAIRPERSON CORY: I didn t raise 1 t, I wALs 

3 	told by the lawyers that that's what we had tc find. 

4 	 MR. ACKERMAN: That seems to be what this is 

5 D  
centering into. Maybe forf/clarificati n to me is what 

6 criteria must we narrow 'llese down to 	One is obviously 

7 financial: One must be psychological or, in general 

8 terms, whether this is something we should be doing or not. 

9 Another must be legally we get into looking at if this 

property 	 time and the state 

aetnally Coes become the owner again cif the property, are the 

intorests\of the state best served if we ultimately do become 

the owner at some Ome down the road. What considerations 

14 do we have to make in order to determine the best interests 

15 of the state, Greg? 

16 	 MR. TAYLOR: I think you. have to look at the 

17 prbject as a whole to determine, in a sense, if you were 

18 doing this, would this make sense to you from the statew de 

19 perspective. Let's say that there are a thousand Queen 

20 Marys and this would be a thousand and one. The best 

i interests of the state would probably not he aided to go 

22 ahead and approve this one. If you had identical facilities 

23 in the immediate adjacent area and this wanted to be done, 

24 that wouldn't be the case. 

25 	 Once you get beyond what would be absolutely 

PETERS SHORTHAND REPORTINGCORPORATION 
7100 COLLEGE TOWN DR 

SACRAMENTO, CALIFORNIA "i41*4t3 
TELEPHONE 016) 383.3V1 



    

  

39 

 

5 

 

clear, it becomes a question of judgment, but that judgment) 

is lodged with this Commission. 

If I might eacplain the staff's recommendatiO 

and the concerns that have been set forth, (d) of this 

tem, as I recall the calendar items, says that the only 

thing before the Commission -- and it should be made clear 

 

6 

7 

8 

9, 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

 

for the record --,that the only thing before the Commission 
fr at the prusent time is tha lease. None of the intervening 

events that have taken place since there was a compromise 

between the State Lands Commission and the City of Long 

'leach over the first part of the administration of 

Queen Mary and the date of this lease is involved or before 

the Commission. That Was the staff's intent in putting 

this in there, and that is the understanding that has been 

ongoing with the city. They aren't asking us to do 

anything else. Any other actions they've taken they've 

taken on their own hook. The Lands Commission is left to 

whatever responsibility it has with regard to those items. 

With regard to the recommendation of the staff 

as to the two conditions, :the first condition is a 

recommendation by the staff that the minimum rents on the 

marina facilitles be reviewed every 20 years throughou 

the lease, and there is a staff explanatlen for the reason 

on that. The second one is a question that was directed 

by the staff to our office for advice, and that is that there 
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ii 

AO plan other than the marina and such ether purposes 

that would be approved for Parcels 4, S ant 6. That plan 

will develop later. There iso plan in the lease for 
„ 

Parcels 1 and 2 in the event that the queen tia.ry is seriapped, 

and that plan gindOthe plan for other uses tht are going , 	- 
on at that site haVe not been developed v t. they will '-,, 

be developed and ,presented before the Harbor Commissioners 

within the next twin years. 

I g_.:ess as t Parcels 1 tz.nd 2, in five years, 

19: 

AI 

12 

13 

14 

16 

17 

18, 

19 

2ey  

2t 

22 r , 	 Our feeling is that there would ise e serious 

2. 	legal problem with regard to that.' The proposal, that the 

12- 

would you satisfy the requireMents, 

It has been our reCommendatIon to the staff and 

to you ww that you are sitting in a/idifferent capacity. 
It 9.s10t a questiocr.f whether the arbor Commissioners 

wisely exercised their judgment.' The question is for this 

Commission to determine if in all purposes, this lease - 

is ,.an the best interest and, without knowing. those purposes:, 

if the decision is to scrap this ship, they would tome 

before them at that time. The question we were asked was: 

ladthatmeetthe,requirementsofSection6'702as.far as 

the Commission i- concorned,'!? And 'on that,'Mr.,Parlin and 
\\ 

I have a differ,znce Of opinipn. 

( 

(2, 

24 staff'rput in then 	that it recomends zvprovof the 

25 lease, which would allow the continUation of all the 
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operations that are going on how„which are Parcels 1, 2 

and 3; and when the `master plan is prepared byj,Wrather 

and approved by the Port, then it would7haveo come back 

for,another finding by the Commi'SS'ivn,  

The city has proposed that there be qanguage 

added to the calendar item that says approving this lease 

does not waive any right that the State Bands ComMi.ssion 

that 

it addresses the problem we have with 6702, and that is 

that the CWT ission must be making the judgmentAJ think 

that would be a minimum, but those are the choices that 

has in the future to object to any of the uses which the 

Harbor Commissioners may choose to put the property to 

I understand their I still don , t think suggestion. 

are before you. 

Basically, 'what staff was doing when it 

recommended this:was to try to get around that problem, 
c7' 

allow the operations to go ahead and to allow this plan 

to come back to the,Commissionvhen it was adopted in two 

years for the Jcend part of the finding. 

I think that sets the sta0?,\  for the discusSon 

of the recommendations, and -you hav'e our advice as 1;p 

both:ways;'bUt what the staff was recommending was certainly 

nothing with regard to what is going on today at the Queen 

Miry and any of the existinvancillary facilities would be 

in any way affected iJy the holding back, saying' come back 

••••••••• 
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and show us the plan for the rest of it. In other words, 

it would be approving everything that is going onlitoday, 

(e 9  thought of today as the Queen Mary operation. 

what's 	MR, PARKIN; Can lc ask a question? 

CHAIRPERSON CORY: !Would the,:city wind, up its 

side of the picture? Then we'll see who else in the 

audience wishes to speak. 

MR. PARKIN: I'd like to just respond to Mr. 

Taylor's comments:, and I would, sort of repeat what 	said 

earlier, and that is that we are obligated 'by law.. as a 
(1 

trustee to exercise judgment im a prudent manner. I think 

Mr. Taylor wo9ld agree there is a presumption that a 

governmental agency is going to obey the law, I think 

in carrying out those obligations that the Harbor Commission 

is going to exercise its judgment in approving any future 

developm(ipt prudently. If there is any reason that the 

trusi may be revoked prior to tht exercise of that judgment, 

that judgmtnten becomes the staWS to exercise. 

I don'k)agree that you need to knowAverything 

in advance before you make a finding that this lease is 

in the best interests of the state. 

MJ.. WOLPP; i'd like to male a comment. My n, 

is Marvin Wolff. I'm Executive Vice-President of Wrallie 

Port Properties. 

rou question the value to the state and its 
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1 	citizens with regard , to the project. 

2 	 CHAIRPERSON CORY: 1 question it in the context 

3 	that I do not 	It may 

4` study that it might be, but I really don't know. 

5 	 MR. WOLFF; I understand. 

6 

7 employs some 600 citizens of California, provides some 

$14 milJ/Lon to the local economy and, in additio--h, attracts 

mill on to the Long Beach area-now, 

came but after an exhaustive 

I was just about to 

point, out here that the Queen Mary project at this 

11 avowed intentions of the state is to improve our tourist 

12 industry. The (W011 Mary project and now with the 

13 addition of the flying boat will sub/stantiaiIY improve 

14 not only thepresent operations in the area, bp,t additional 

15 visitation to California by people from outside, which 

16 

17 

41i 

will result in improvement in our economy. 

One of the principal, artifacts' that school 

18 children in Southern California come to see -- and, by 

19 the way, frees there is no charge for any school group 

20 to take the Queen Mary tour. It's an asset to our communit 

21 and they can go and walk the decks where Winston Churchill 

22 stood. They can,go and visit the rooms where Queen Mary 

, 23  was at one time, They can see one of the principal 

24 artifacts in the field of navigation and maritime commerce. 
(1 

25 
	

They are able to F-e, one of the great&st instrument 

9 some one,and a half 

10 40 percent of whom are from out of state. One of the 
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0 	3 

4 

8 

9  and eventually will result in millions of California 

10 children being put back in touch with history because, 

11 after all, Southern California is the hub of the aviation 

12 industry. McDonnell. Douglas and other leaders,,iri the 

13 aviation industry have addressed the question and responded 

14 by showing extreme' excitement in having the flying boat 

15 and the Queen Mary paired together as a major California 

16 I attraction. 

17 I 	MR. GRAY: He's convinced me, I'm going to buy 

18 a ticket. 

19 	 have a question for Greg because I think we 

20  have to get to some very real kinds of concerns. You said, 

21 Greg, on the existing operations, they could go on if this 

22 lease were approved. One conce,rn is the flying boat; ando 

23 the concern is because it has to be movedithiu a certain 

24 peril' of time and the facility has to be constructed, which 
= 

25 means going out in a major investment, which rather Port 
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of national trade over constructed oy any nation, but one 

of the great links of the wartime years where the United 

States was supported by the Queen Mary during a time of 

trial for this country. 

The value of an educational historic artifact 

such as this can nevOr be underestimated,' By pairing it 

:low with the Hughes Flying Boat, we have now ereat,d an 

educational' facility second t' none in Southern CaliTorA,,_ 
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Properties, I'm sure, is,not g ing to do on an interim 

agreement because they'd never be able ,to get the financing. 

CHAIRPERSON CORY: Go ahead, -This sounds to me 

like it's not ready for consideration, but go ahead 

MR. TAYLOR; Mr. Chairman, we started the 

c4versation by tryinelto work in'some limitations on 

what the future uses- of 4, S'and 6 a4d even perhaps we'd 

haVe to get into 1 and 2. That Would be something that 

could be covered, or if these arethe things that are 

necessary at the present tame 

CHAIRPERSON CORY: Maybe 'm dense this morning, 

12 but he has a specific problem, as I understood his question 

13 to you, that he h—s a contractual thing to go 	or nay ,  

on the' flying boat, and he has,to start building a place 

to house the flying boat, and-  he has to make that deciion 

rather quickly. He want, to know if your statement says 

that he doesn't have. Ahe approVal currently, or 	is 

18 appreVe4 to go ahead with that.-  

11 	 MR. ETEVENS;, You've got it 

14 

15, 

16 

17 

CHAIRPERSON GORY: That's either yea or,nay. 

TAYLOR 	It's my understanding that the 

flying-boat is in the lease, If it ,is in the lease and 

it's specified in the lease, then that'S taken care of. 

MR. PARKIN: Only if 'you make the finding. 

MR. McJUN'AN: The onlyplace it's specified that 

,, 	, „ 
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the tent -- is for rental Turposes, it shall be considered 

a museum. it' s part of the option. ;;o they would have,  

to come back for the airplane hanger. 

MR. TAYLOR: T think we'll have to huddle for 

just 	minute, but it's Sue's feeling that that is part 5 

6  of what is being approved.: 

MrN, PARKIN: Again, if it's not approvod, we 

don't haVe anything, if the findings are made. 
LI 

8 

  

9 	 CHAIRPERSON COR'Yy You're asking that if we use 

10 the staff's condition, you would like a specific finding
,  

11 	that the flying boa'( project is approved, - wi,altftver that 

12 means. 

13 	 MR, GRAY; They're saying it'S in there; and 

14 it is that's fine, 13t if 	t in there, then it has 

15 to be dealt with one way',',  or the other. 

115 	 CHAIRPERSON CORY: Are there any ';.her commerlts 

17 the city would like tiro put forth? 

MR, SThVENS: Just one ci -7-1-c7-:k one„ sir. On the 
, 

Provision. Number 2 about the marina—on the''''Ytliiiew of rentals 

as 'Jim stated, this is' not a normal marina. 

CHAIRPERSON CORY; ,Could the staff huddle'more 

quietly? At the same time, somebody better be listening 

to what this gontleman is saying because there is La recor'a 
' 

being made of chat 'and we're going to haVe to 1, 4O with 

that being, in the record. If we need to take a recess, I'n 

0 	 0 

tine 
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willing to tate a recess; but I'm a little nervouS about 

part of our brains big involved in a huddle while we're 

0 

li 
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6 	 MR. STEVENS: My comments will be less than five 

minutes. 

CHAIRPERSON CORY: Go ahead. 
—, MR. STEVENS: On the two cdnditions, number one  

I) 

appears 10 lit,  a legal matter, and I'd only make °a comment 

that this property is-,  unchr the approved coastal plan, 

and there are already a greadeal oC reviews that by law 

either apply to this proverty, but that really is a legal 

matter between the Port and the City, I believe, and you all. 

15 	 The second one does affect us as lessee. One is 

16 that the typical marina like you'd find in Los Angeles, 
, 

17 you would e provided by the government -With a breakwater, 

$
_„---,\ 

with bulkhet 	with utilities at the site and so forth. -,„t_ 
0 

19 This investment, if it were even technically feasibleto 	 1 do, 	1 
'  

20 would require" somewhere in the neighborhood of 40 or $50 

21 	million, and that would have to be amortized by , financing 

over an extended period of tiie. Lenders get very nervous 

about clauses that require any kind of a less than,,,-) 

24 (?quantitative adjustment; and as was explained earlier, tlie 

25 lease itself provides for overall minimum adjustments which 

c.; 
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3 putting things ih the pblic record. Iforou need to 

together to l'indIout where we are, we can take a five- 

minute break. If not, I'd rather have your attention. 
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1 

2 

3 

4 

5 anybody in 

qualifications. Thank you. 

CHAIRPERSON CORY: Anything further? Is there, 

the audience that would like to address the /=-Z;., 

this item,I just want to make sure that there' 

it is nobody out there. 

6 0 
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is reflected in the marina, and that's why we would 

yeti) nervous about any imposition of additional open-end 

Commission 

	

8 	 We have two communications, one ,of which I 

9 almost understand, and the other one T have sore real 

10 problems with. I have a letter from Mr. Ed Tuttle, 

	

11 	Councilman of the Eighth Dist'iict of the City of Long 

12 Beach, who in essence lays out four questions. I don't 

13 know whetiwr the othe,Commissioners have received this. 
o 

MR ,4CKERMAN: Yes , 

	

15 	 CHAIRPERSON CORY: I think it should be made 

a part of the public record. His four questions are: One, 

does the proposed lease provide a fair and adequate return 

to the public based upon the v-alue of the Queen Mary and 

the surrounding properties? Two have the Queen Mary and 

adjacent properties ever been appraised by a certified 

appraisal firm fora the values that relate to , Ile possib 

uses of the ,site? Three, in light of the fact that the ,_. fR  , 
contract p_

,
irovdes that Wrather can purchase—the Queen, 

.  

Mary for a scrap value in five years, why is the project 

not put out for public bid? , And,foUr, would the Site 

0 

PETERS SHORTHAND PnPORTING CORPORATION, 
2166 coLLEGE TOWN prove. SUITE 1109 a  

SACRAMENTO. CALIFORNIA 668Z6 
itLeaHolNi (06) 383.3 3t 

0 

- 7 



C2) o  P 

4-3 
If 

Lands Commission feel that it is appropriate for the Long 

Beach City Council, as elected representatives,  of the 

public, to review for approval contracts `that affect 

public tideland areas in Long Beach? 

Those are the four questions he puts forth. I 

have-:a letter, I guess, from -- I'm not sure. I believe 

this is from Ruby Finney. 

EXECUTIVE ()PRICER NORTHROP: Mrs. Rubyinney, 

right. 

CHAIRPERSON CORY: I guess this should be included_ 

It's a rather lengthy letter, There'4ro a bunch of 

statemots which we will include as part „of the record. 

Doe4,, the city or staff have any answers to Mr. 

Tuttle'S four questions? Pwouid guess if we're going to 
2  

Appraisb the property'on an income stream*basis, yotfdon't 
, 

even have to worry about the cap rate because it's 'a `'  

negative cash flow. .&:), it's' how much money do we give 

o 

0 
I 4/ 

4. 44 

you to take it. 

MR, GRAY: 
■ 

I think there are a couple of(J.:;\, 
0 

that should be dealt with in the questions, Number ThZ:v',' 

because I think it's a valid ode.. There was in fact a 

notice to all those who, lad 	intereed in the Queen 

Mary to provide written bids, and that's how the Wrather 

Port Properties became the selected individual. There were_ 

two written proposals. So, that was in fact done. 
0 

tk 
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I would be less than honest if I got to Number 

Four and suggest:,,to you that' ,the Long Leach City Council 

is the one that made the lease and bought the ship in 

1967. They turned it over to the Port two years ago. 

I don't want to suggest that Mr. Tuttle has made an 

interesting turnaround') He .noted to give it to thOoort. 

Whether there should be a review body back for what happens 

to the Queen Mary looks to ne like they shouldn't have 

9 given it to somebody to start with. They should have 

10 solVed tho problem, I don't think that's really a valid 

11 approach ht,cause they had that and they decided they 

, 	didn't waft f to deal with it. 

,13 	 The other two, of course, really have to 'deal 

14 with the terms andconditions of the Tidelands Trust and 

15 what you 	and cannot do with the property. Obviously, 

16 if you built high rise condos out on the water, it' Would be 

17 worth more money than b,i,..1ding things that are within the 

18 terms and conditions of the Tidelands Trust, and obviously 

,I9 those cannot by done, 

20 	 CHAIRPRON CORY; Mow was it the, Balboa Bad* 

21 Club was able to dt.,:Tthat if yob guys can't? 

MR. GRAY: What was:  the question about the club? 

23 J 	 CHAIRPERSON CORY:, I was just curious why they 

could build condos 

25 I 	0. STEVENS: They haven't, 

22 

24 

0 
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/ X  

!SRAW ERSON CORY: ThOthaven't. It's just a 

hotel, right. 

(Laughter.) 

MR. TAYLOR: That lease is up in a couple of 

years, Mr. Chairman, and it will have to come back to 

the Commission under this same section. 

0 

7 	 CHAIRPERSON CORY: Wel  what is the wish of 

8 the Commissioner.c? Does somebod have a feeling that 

9 they want to do something? 

IQ 	 MR. ACKliRMAN:
---- 
 I think there are two options to  I  

' 1 	the Commission. We can stay and discuss the technical 
12 aspects oT the agreement, which we really haven't gotten 

13 	into yet in detail, the two staff recomMeudations. /Crhe 

staff has had adequate time, which they told us this 

morning, to review the agreement;, They have concluded in 

their recommendati4 to'lus that is in the best interest 

of the state to consummate and approve the agreement with 

two conditions. We've really not adequately discussed those 

19 °conditions in order to make an arranoment, 

20 	 I'm prepared to stay, as long as necessary to 

21 discuss those arrangements and those conditions to the 

22 agreement, but l wonder if that's in the-/Oest interest of 

23 all of us if the Chairman has overriding concerns 61. whether 

24 to forestall it or put the agreement through some other 

25 review. 

14 

15 

16 

17- 
A  
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CHAIRPERSON CORY: I'm just one vote, What I'm 

JklrYing to ascertain is whether or not there `art' tC5 votes 

to apprOve it with the conditions pr without tiw conditions;. 

MR. ACKERMAN: I'll tell 4rou where I am publicly. 

I'm prepared to disouss the conditions of the agreeilent 

and hopefully achieve a vote Oe way or the other on the 

lease agreement' before the end of the meeting. I'd like to 
k 	- 

stay here and4hrash it out, 

9 	 MS. MORGAN: My questions are just as basic as 

10 	Ken's aro, 1 think. I don't 11Le the idea of 7-ny political 

11 entity entering into a long-term lease, and particularly 

12 where the state may hocome a party to the leao. It's V  
13 difficult to predict what's going to happenAfour,yo4rs from 

14 now in the political world, in the governmental world, much 

15 less 66 or 40 or 15. On the other hand, if you're going to 

16 make a go of this, then you need some long-term commitments. 

17 If we enter into something like that,oif the city enters 

18 into it, it's one thing; but if th6 state enters into it 

19 with theState Lands Commission also saying that it's in 

20 the state's best interest to -do it, then I'd,Jike to know 

21 that it is in our best interest. 

22 	Right now it sounds to me like it's in the best 

23 interest of Long Beach, maybe. It's very touchy when the 

24 state gets mixed into this kind of a venture. If this were 

25 a state venture, it would haVe kickad'off some checks and 

6 

7 

8 

tlY  
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4? 
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controls and r view t 

going at it this way, 

mpletely by-passed by It arec ,,  

3 
	

MR."ACKERMAN: lt kiRfi' of seems like 	— body 

is  between a rock and a hard Place on this one. just  
wondering from a practical standpoint as a private business-

man how much we can expect a private company to do on their 

own, put out X amount of dollars -- and here we 	not' 

talking about just X amount. Welre talking about millions 

of dollars they have to put out withOut also having 

commitment from us that ge're going to ever say okay to 

Can we expet,them to put cl'en million out 
	

ty million, 

a hundred million before they ever know that Wre going 

to say okay to the doalC' Maybe they'll put a'hundred 

million -d'ol 'lars out on the line refurbishing the Queen, 

moving the flying boat, Whatever, and theA the Commission 

comes back and takes Option 6 on Dave Elder's proposal, 

I don't think that's fair from our standpoint, too. 

We want to by protected on one end, but I think the pri14te 

entreproneir.. nee4, protectibn' on the other. Its kin of 

like the cart before the horse, Who is waling to tak 

the risk first .  

The problem is we've got the Queen Mary duwA. 

Wve gpt the flying boat down there. X don't think we can 

be blind to the fact that we haVe got them. T'm just 

wondering What's fair for priVate industry to expect for 

iom taking a risk out front. Theyeed seme assurance 'from 
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t1 	us. We also need some assurance frolit them tbat that 
, 	 o 

2 they're going to do is consistent with the trust 5.4) we 
,  

3 don't get caught holding the bag. Neither of us wants to 
\\ 

4 get caught holding the bag on it, and4e both have to go 

5 in tandem and each feel comfortable with the other. 

	

6, 	 I just want what's fair to both sides— The 

7 state has to be protected. That's our statutory and 

8 constitutiCha1 obligaton. I -Link private enterprise 

willing to take literally an albatross from around our 

necks on this one. ?I think we need to give ti en a little 

confidenco, tee, 

=CUTIVE OFFICLR NORTHROP: Mr. ACkerm-on, the-

conversatiom; Uve had late last hight and earlyy - this 

14 morning and even while this-. meeting has been going on 

15 indicate to me and to the staff that the tuo conditions 

4hat we have placed, which wb do net think were onerous 

i. e thoughtoa 20-year review of rent was reasonable.. 

li 

point, We felt -it was Secondly, we felt we had •A• le4al ,  
problem, se' ere legal constraint, and there h(x.s. been nqi. 

indication to me from Long Beach or Wrathet of the Long) 

23 Beach-City:Atteney that there is any roo10. for negotiation 

/4 4 those two points. I think the staff would leally be 

25,  interested in, setting all the other aside, is there roe 

16 

17 

18 

19 

20 

21 

22 

NS. HORGAN: I'm not sure it is. 

EXECUTIVE OFFICER WRTHROP: Well, that's a' good 
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MR. P4RKIN: ' iti 'in a little bif., at.,Lthe moment ',-  
',,■ 

 
) 	 / 	

\ 

concerned because, in additiorOtp those, there seems to 

be some problems with 00 Commission on th&l entire conc_opt 

5 of making the findings in any way. 

CHAIRPERSON CORY: That's why l'haven't eveL/ 

focused on the conditions, because what you're telling me 

is that the developer and the city need to proceed under 

9 	Sect.ion 6702 or it's net feasible. 

10 	 MR, PARKIN: Their financing requires that, 

11 	 CHAIRMASON CORY; That being the case, I believe 

12 	that 	cannot vote on thio until. I, in essence, do a. total 

review of all the decisions that the city has made in the 

last threcdJ years leading up to this agreement, and the 

15 . package /presented to me - does not address_, itself. It 
„ 

16 starts w4.th an assumption that it's 4 valicb thing, but as 

17 	I 1-6:,,d 6702 and the staff tells me my obligation under 

18 67q2 is that I have—to ascertain that this is in the best 

'19 interest of the state. To do that I haveftoijin essence, 

20 review a lot of little decisions that were made fv. the 

21 harbor port authority along the line, how we' ,dot into this 

for negotiation/. 

,0 

, 

22 mess which, as I've said earlier, I've never really paid 

,2.3 a great deal of attention to because I thought it ras a 

24 	local problem. But I have such questions as, you know, is 

25 the Wrather Corporation a ,publicly or privately held 

PETERS SHORTHAND REPORTING' CORPORATION 
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corporation? 

MR. STEVENS; Public. 

CHAIRPEOWN CORY: Aro there 10 	filed. and 

that sort ofthing? 

MR. STEVENS Yes. 

6 	 CHAIRPERSON CORY: I'm sitting here in total 

7. ignorance of the Wrather Corporation, an4,there have been 
o 	 \.) 

S' stateMents that tills is the world's bOst company to do this; 

9 and it might be, but I don't know. I don't see airrthing 

10 in the package presented here to answer that question as to 

11 what 	athor does or what its variou subsidiaries are 

12 My knowledge was "when was a lifegLrd at the Disneyland 
/ 

13  aoltFl 30 years ago. You have a diff4ent perspective of 

14 the Wrathor Corporation functioning. 

15 	 (Laughter.) 

16 	 MR. GRAY; Did z our check clear? 

17 	 CHAIRPERSON CORY: It cleared. That was 30 

18 years ago. Let's speak seriously, Those are the :ands of 
- 	 , 	, 

19  questions, as the staff lays on me my obligaion the lawyers 
7 20 saying the best interests of the state. I don't know, YoU 

21 people in the city have had time to go through that and 

22 come to those conclusions. 

23 	 MR. PARkIN: Mr. Cory, you suggested a five-minute 

24 recess. I think if I could prevail. on you for five minutes, 

25 I think wean maybe see where we go fron here. 

#••■•■■•■■***01....0 
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CI \IRPERFMN COR ',Okay- We wall  

pax tier of and we will be in fez a br of period of 

3 timeOecaUse m.e4re approaching lunch, If we're going to 
\\. 

7esolve the problem today, -I would guess we pro ably 

should go eat,lunch,and attack this 	a full stpmach so 

we're not quite as mean and -0/44ery ) 
MR. STEVENS:-;Ke'll do the five minute. 

CHAIRPERSON CORY: We'll do the five minutes. 

I:hereupon a brief recOss was taken„ 

14 ,CHAIRPERSON CORY: Wo are back in session. 

11 	 MR..,FARKIN) Well Mr. Cory, thank you for the 

12 recess, and we have discussed this. I think uith regards 

13 to the staf f' recommendations that there may be -- I'm 

14 not saying we will reach this poit -- but there nay be 

15 a passibility where -we can develop a list of possibilities 

16 for those optioa areas that we l  tould came to some agreement 

17 on what would be considered as 	part of the lease document. 

However, We don't want to he hasty in preparing such a 

19 list. Se, perhaps the best thing to do would be td put 

20 this matter over until your next meeting. 

21 	 CHAIRPERSON CORY: What kind of time „fram 

22 Because as I understand it, you people have some tight 

23 time 0--  straints in time to reach this. Our next meeting 

24 is what, December? 

EXECUTIVE OFFICER NORTHROP: December 16th, Mr. 

PETERS SHORTHAND REPORTING CORPbRATION 
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Chairman. 

CHAIRPERSON CORY: IRA long would it take you 

and the staff? 

MR. STEVENS: We've alr(bady given a list 

CHAIRPERSON CORY: Not you. I'm worried about 

the city and out staff. HoW long is it going to take you 

to try to draft conditions which both sites can live with? 

It seems to me you ought to be able to thrash that out 

within a couple of days, 	would guess. 	 II 

MR. McJUNICIN: Over lunch. 

ASSEMITLYMAN ELDER; Over lunch, 

MR.'2ARKIN: That item 1 think maybe we can. 

CHAIRPERSON CORY: If'we adjourn fhe fleeting for 

lunch and if they put together something to bring back, 

wo'an meet then;.  if it can't be done today, I'm leaving 

16 _tomorrow. I guess we have a large contingent going to play 
X3`0 

1'(' with the DOE. 

18 	 MR. PARKIN; You could always take the other 

19  two members of the Lands 

 

Commission ,4.j1.ong and welicoUld 

20 keep the meeting going. 

21 	 (Thereupon a brief discussion was held 

22 	 off the record.) 	 t. 
MV.. GRAY: Mr. Cory, I think there is no question 

as far as our gl)up is concerned dealing with those two 

provisions. 	cke can deal 	those two through lunch. 
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1 think the major concern on the 20-yea re 1, is 

striCtly a financing consideration, and that's not our 

conSideration, but obviously the borrower's consideration; 

but I think we could either get it done through lunch or 

find out that we can't get it done. 

CHAIRPFRSON CORY: Okay. We will stand in 

recess until 1:30. 

(Thertupon the' meeting of thfl State Lands 

Commission was recessed for lut1)1. 

---o0o--- 
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AFTERNOON ,SESSION 

CHAIRPERSON CORY: We're,i)ach in session,,--  

EXECUTE61 OFFICER NORTHROP: Mr, Chairman, 

3 

5 during the interim, the Attorney General had some. 

6 conferohces with the City of Long Beach, Mr. Parkin; 

and I wonder , Mr, Taylor, if you'd care to share that 

with the Commission. 

MR. TAYLOR: Maybe you'd want to. 

10 	 MR, PARKIN: Mr. Chairman, members of the 

3omittee, we did meet during the noon hour, and I think 

2 we addressed ourselves first to the recommendatilns of the 

13 staff as to the conditions for making the findingi under 

1A1 Section 6702 of the Public Resources Code, and I think 

15 that for the city and for Wrather we are Prepzred on the 

16 first condition -- t1! .t is, to bring back future developrien 

((7 for review and approval o' the State Lands Commission -- 

8 to agree to that ld to so state in the Tease. 

19 	 We also would be in a position to provide for 

20 marina rent reviews, but not at the 20-year interval stated. 

21 I think r -  Stevens articulated the sizable investment 

22 that would be required for t)Je marina construction. What 

23 w't are suggesting is that the rental reviews be made 

24 following the amortization of the firt permanent loan that 

25 they may tate out for construction oi" the marina. I think • 
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staff has indicated that that's /cceptable to non. 

CHAIRPERSON CORY: But if there is subsequent 

review of aOitional 1)rojects, why do we need to get into 

that issue ,,Y6 this time? 

MR. PARKIN: - You don't. 

CLAIRPERSON CORY: It seems to me there are some 

technical questions 

MR. TAYLOR: There is a schedule in the lease 

that you are approving that does not provide for that. 

There is a rental schedule .tor marinasunr the lease. 

CHAIRPLRSON' CORY: They can't build a marina 

until they come in with a specific proposal, cEm they? 

MR. PARKIN: That's correct. 

CHAIRPERSON CORY: Why should we get into that, 

and let's look at the proposal bsed on how they're 

amortizing and how they're paying off,, because the kinds 

of''questions that come to my mind to raise this at thi 

point is how is the cash flow handled, because we in the 

stategovernment have the Golden Gate Bridge Authofity 
11 

which had a loan that they never paid off even hough they 

had the money. 

EXECUTIVE OFT,T,igR NORTHROP: I think that's a 
Il 

good observation, Mr. Chairman. 

M. PARKIN: We would just drop' that as a 

condition. 
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MR. TAYLOR: With the undorstanding that that 

is not foreclosed by this approval. That woule come back 

as a part of anything in the future. 

CHAIRPERSON CORY: The record will show nodding 

of heads from the City of Long Beach and the Vrather 

6  Corporation representatives. 

2 

3 

4 

5 

MS. MORGAN: Is that part of the contract? 

CHAIRPERSON CORY: I'm sure it is. It's in 

writing, isn't it? 

MR. TAYLOR: There's one other thing. The question 

went unanswered today as to what the status of the 1K-1 

would be, If it were in Parcels 1 and 	there wouldn't 

be any problem. If it was put on an extension to Parcel 1 

and Parcel 4, there would be a problem. Therefore, if the 

Commissiotis going to act today, it would have to 

specifically approve the 1R-1 project as set forth in the 

lease, In other words, the rental rate and everything for 

HK-1 is set forth in the lease right now. We'd just have 
ti 

to find that would be a good purpose. 

CHAIRPERSON CORY: 11K-1 is Hughes Kaiser4 Plying 

Boat. 

MR. PARKIN; Otherwise known as the Spruce Goose. 

' CHAIRPERSON CORY: He just rolled over in his 

grave again, if he is dead, 

MR. STEVENS: It will b,e  on Parcel 1. 
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TAYLOR: If 	in Parcel 1, it will he 

approved thc' way the lease is written at the present time. 

	

3 	So, you would have no problem with that. 

There is one other thing that was pointed out-  

	

5 	at lunchtime. Under 6706 of the Public Resources Code, 

in()the event that there is a revocation of tkxit grant, 

 Commission or whoever gets the grant  in)other words, 
-// if it goes back to another agency -- wpo 	7,ever s successor 

9 to the grantee has the option of eitheraffng 

10 lease or refusing to accept it. In the event that they 

	

11 	refuse to accept it, the lease remains the responsibility 

12 of the Comer grantee. So, if in his case the State 

13 Lands Commission revoked the Long Beach ,rant and dia not 

14 want to assume the responsibilities for the Queen Mary, 

15 but leave those with th city, the CommissiCA within the 

16 period of time set forth in 6706 would have the option 

17 to do that. 

	

18 	 CHAIRPERSON CORY: For everyb ly in the room, I 

	

l 	want to make it perfectly clear. I want to speculate on 

20 what this contract moans and some options. The speculation 

21 is not accusatory in any way vis-a-vis the city or contractor 

22 I'm just trying to understand what people's options ;are 

23 in a theoretical sense. I hope that people listenin or 

24 writing keep that in mind because I just don't know. 

	

25 	 But if that option, if we at some point for some 
0 
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reason _revoked the grant and left at•the state's option 

the contract or that portion of the grant with the city, 

the contractor would have the option of going ahead and 

developing Rarcels 1, 2 and 3 as he sees fit. 

MR :TAYLOR: Well he'd have to -till c 

to the Commission. 

CHAIRPERSON CORY: What I 'm trying to aSt,rtain 

is that we got ourselves into what I consider a:fiscal 

and political Mess with the Queen without the Lands 

Commissi')n participating. Now we are asked to participate, 

and I have same qualms about that participation; but we 

entered into th 	contract, and the contractor could say, 

well, this isn't working out too well so we're going to 

build Disneyland. We did a nice job somewhere else with 

it, so we're going to build another one on Parcel 3. Can 

they go ahead and do that all on their own? 

MR. TAYLOR: No. Under this ,t1wy have to bring 

the plan back to you. There are three places they have to 

come back to the Lands Commission. One is for an overall 

plan on 1 and 2 if it's any different than what's going on 

now. Two is for the dovelopment of 4, 5 and 6 and the 

third time would be if the Queen is scrapped in five years 

and the Wrather Company wants to go ahead and cle'V-elop 1 and 

2 without-the Queen there, the/ would have to come in with 

a plan. So, the Commission would have to be given a review 
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and approval of whatever the specific pl8ns were at each 

of those points. 

MR. STEVENS: In addition, we'd have to clear 

the normal regulatory agencies, be, consistent with the 

local coastal plan and, if it was not .ionsiStent with 

that plan, we would then hdve to go to'the Coastal 

Commission. 

MR. TAYLOR: Mr. McJunkin believes the way HK-1 

is in'the contract should have a specific finding of 

approval. 

CHAIM' U1SON CORY: Is the public record today 

froM the state staff sidelithat if we approved the contract 

with the condition that the state requested, that the city 

and Wrather Corporation have agreed to, you are saying 

ti wt implicitly the approval does include the HK-1 as long 

as it's on Parcel. 1 or 2. 

wiser to also include the approval for that project at this 

this point, we would be voting on the preAt5e that it does 

time specifically. 

about the Option area, Hr. McJunkin feels it would be 

'1R. TAYLOR: That's right. Because it also talks 

CHAIRPERSON CORY: But if we would be voting at 

incluAc the HK-1 if it is on Parcel or 1, 2 or 3, for 

that matter, if you could double up with the heating plant. 

MR. TAYLOR: Yes, that's right. 
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UAIRPERSON CORY: We just had  hid that clear. If 

we can just jump back for„ the record to make sure that 

3 it's clear, can somebody state whether or not we have any 

answers to hr. Tuttle's four questions so we can put 

5 that aside and not have to deal with that any further? 

EXECUTIVE OPIUM NORTHROP: Mr, Chairman, Mr. 

7 Grimes can answer that question. 

MR. GRIMES: With regard to Items 1 and 2, the 

staff askOtessentially these same questions of the Port, 

1 and the Port responded;;-- and I tend to ag,ree with them 

that, first of all, the Queen Clary and those properties 

12 at this time are really not capable of being appraised by 

13,  a certified appraisal firm, and the return is probably 

14 f'air and adequate in that it was the result of head-to-head 

15 negotiations that went on for sonic period of time. The 
i. 

16 State Lands Commission staff was not a party to those 

17 'negotiations, htwever. 

18 	 Number  three, in light of the fact that the 

19 contract provides that Wrather can purchase the Queen Mary 

20, for,  scrap, value in five years why is the project not put 

21 out for bid now, I think the real reason there is everybody 

22 is trying to give the Queen Mary a chance to gq, and make 

23 good. If you put it out for bid right now it woul 

Number four, would the State Lands Commiss ion feel 
1. 

PETERS SHORTHAND REPORTING CORPORATION 
7700 couvae TOWN OWE, SUITE 209 

SACRAMENTO, CALIFORNIA 05826 
TELEPHONE me; loam 

rr 



it is appropriate for. Long Beach City 00uncil, as eleCted 

representatives of the public, to revieW for apprbval 

contracts that affect public tideland areas in Long \\ 

,'Beach, I think the Council four or fire years ago turned 

the whole thing over to the Harbor Conmissioners. If 

they want to take a look at these things, they could perhaps 

pull that authority back to themselves. 

MR. PARKIN: No, they caniwt. That is a matter 
ft 

of city charter, the jurisdiction of the Aarbor CvMmission. 

The only way that could be done is hy a vote of the people 

of the City of Long Beach. 

MR. TAYLOR: I would agree with the City 

Attorney's conclusion on that. We deal with the city as 

it's set up. lhat'S the way they're constituted, and 
`;) 

i.:hose-.  amendments were approved by the Legislature. 

CHAIRPERSON CORY: But there is nothing to 

preclude the City Council from holding hearings, writing 

letters, issuing findingb' of fact and sen011-a- us their 

wisdom as they see fit, is there? 

MR. PARKIN: None- of which is binding o; the 
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// 1 	Iarbor/C&mmissibn. 

25 

CHAIRPERSON CORY: Nor Us. 

MR. PARKIN: Nor you, that's correct. 

CHAIRPERSON CORY: They deWt need our license 

to make that inquiry inA'oAnother portiQn, o their city. 

22 

23 
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they want. Were a public body. If ,he wanted to be here, 

0 

WhatI seem to respond to Mr. Tuttle's question in tha 

regard is it's his town. The City Council can do whatever. 

3 

4 he cc ld speak. The City Council could send what 

5 4 reSOlUtiOPS or views_ they have to us, and we'd be'-g1 4 
6 to take them into consideration. 

7 	 MR. PARKIN: It's a municipal affair. 

8 	 CHAIRPERSON CORY: It's their affair. I don't 

9I think they need our invitation to do that. 

10 	 ASSEMBLYMAN ELDER: I don't think he had a second, 

EXECUTIVE OFFICER NORTHROP: i4r. Cory , Mr. 

12 McJunkin pointed out,  to me that tIle Queen lary was put 

13 out for bid for development and, based on that, it would 

14 I be very difficult to pat it out for 	scrap bid when 

5 you're trying to develop it. 

MR. McJUNKIN: Yes. Of course, the de lo went 

could have been scrapping, as fax as that g6es. 

EXECUTIVE OFFICER NORTHROP: If somebody wanted 

it for scrapping t  they coulg have bid that 

CHAIRPERSON CORY: Do the Commissioners have 

any housekeeping questions or specific information that 

you need in your minds? 

MS. MORGAN: I just have a simple question. Is 

the staff advising vs that this lease is in the best 

25 interests of the estate, in their opinion? AII the material 
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refers,, to the fact that thelty thinks it's in the best 

interests of the state, but Can the staff really say 

that this lease is in the best interests of thestate? 

EXECUTIVE OFFICER NORTHROP: As we see it today, 

Ms. Morgan, it is. 

MS. MORGAN: That's a hedge. 

EXECUTIVE OFFICER NORTHROP: No, it's not. As 

it is presented (2-- and let me finish 	any changes in 

the program, that is, other than what's outlined here, 

must come back for the Commission to make that decision. 

Are we in agreement? 

MR. STEMS: Yes. 

EXECUTIVE OFFICER NORTHROP: So, we're only 

14 '' deciding on what we're looking at today and not at the 

15
i  open.  language that we objected to earlier. Any change n 

17 has to be defined4 When that definitioy :zomes, it will 
18 come before the Commission; and at that time they will 
19 then again make the decision, is it in the best interest 
20 of the state. What we have before us today we feel is in 
21 the best interests of the state, given a narina. 
22 	 NS, MORGAN:, So, you see this as comin in stages. 

CHAIRPERSON CORY: Given a marina. What marina? 

I don't see a marina before us, 
25 	 EXECUTIVE OFFICER NORTHROP: Yore right. I beg 

16 the present language to move it into the open langtwge 
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// 

your pardon. The optiin we have before us today is the  . 	 \ 
2 Queen Maryand'the ziir 

,
lane, and any other changes that ,,. 

would affect the state's intrests will he brought back. 
0 MS. MORGAN: The 04„.-, Mary, the airpiane and 
0  
--'' 	k,, 	5 	their rental rates. 

6 	 EXECUTIVE OFFICER NORTHROP: Well, then Chairman 

pointed out that the rental rres -- we agree there are 

six rental aras. We agree with five of then. We're only 

in contest overone rental rate and, as the Chairman 

10 pointed out, its premature to &wide that re7ital rate 
0 	 , 	 , 

11 because we don' t\ know what's going to be in Areas 4, 5 and 
/ 	

I 

12 1;6. So, we're no making any jiAdgment on that today. 
 

13 	 MR. ACKERMAN: Are thc,,an subsequent developments 
0 

14 then brought `'back to 2i,14Ze Commis_tion under the same circum- 
, 

44,*a 	 15 stances as we're referring the Queen and the flving boat 
3 

3 

0 

MR*/ACKERMAN: How detailed would that be if 

future deveiopment comes back? Maybe a marina is a had 

example.—  Some other development, say, even the construction 
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today? 

EXECUTIVE OFFICER NORTHROP: It could probablfbe 

limited to best interests of the state, woOci be the 

overriding Issue .  

MR. ACKEkMAN: And how detailed does that get? 

EXECUTIVE OFFICER NORTHROP: Mr. Chairman, r 
think I'm getting legal. 
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Commission to give the staff direction on that.  

10 absence of that kin of direction, normally the way these 

11 traditionally have been handled is that there is a detailed 

12 plan submitted to the staff for review, but that is just 

13 generally in tern of concept and what is intended to be 
4 

14 	d,)no. 

15 	 MR. ACKERMAN: I guess this is a rhetorical 

16 question. I just hope we would require ther same type of 

17 detail that would be required at every local level and 

18 local jurisdiction so that the applicants in the case of 

19 the Coastal Commission and whoever else you'd have to go 

20 through -- they don't have to generate separate reports and 

21 separate data in all four different agencies 	ire have a 

22 one-stop practice for this. 

23 	 EXECUTIVE OFFICER NORTHROP: Generally, we exchange 

24 documents. The Coastal Commission usually gets into much 

25 more minutia than we do. I can't think of a case where 

PETERS SHORTHAND REPORTING CORPORATION 
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of a breakwater. That's already been mentioned today. 

How detailed,do we get in consi ration of tlre best 

interests of the state, say, in construction of a breakwater? 

Do we survey by/ ngineering example the foundation for 

5 that breakwater or things like that? How detailed do we 

6 get and what would we be requesting of the entrepreneaur 

in this case to provide the Commission? 

8 0 	 MR. TAYLOR: I think that it would be up to the 

In the 
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th -o hasn't been one that would suffice for what we want. 

CHAIRPRSON CORY: The Harbor Department, how is 

that organized? \It's appointees of the city, the Mayor, 

the City Council or who? 

,:. 

 

MR. 'PARKIN: Our—charter was ju=st amended at u  
6 , 

the November  ,4th election, and under that new charter the 
,,,,,  

appointments to the Harbor Commission will be mp,de-by'the 

'llayor subject to confirmation bYthe City Council. 

9 
	

CHAIRPERSON CORY: I'm atk,Nut't-eisuggest something 

10 that I'm not so sure that theocity staff can `respond to 

11 
	

in terms of the cloctedrepresentatives. Maybe Dave has 

some Comments. One of my great concerns here is, as I 

13 	say, coming into the tail end of the movie. If we draft 

&„ set of reciation of facts, in essence"trying to say 

in a polite manner, this is a fine kettle of fish you've , 	 ■ 

gotten us°into, 011ie, bit given those facts, this may be 

the,  best position for the state to proceed this way, to 

try to limit that which would laisen. One of my great 

19 fears is how much of this fiasco with this action were 

2®:= 
„blessing. Fiasco wsy be too strong a word, but L mean all 

21 of the problems in the past 13 years. I'm verc,! reluctant 

22 	to somehow put my vote behind the various problems, for 

23 ' whatever reason it occurred. 

There are a lot of statements that it's all 

government's fault. i remember "a foundation that made some 
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wenderf61 decisions about remodeling. I think that was 

a foundatiobbsyd of directors that did that not a 

government /lected body that decided to rip out a few 

decks. There were just a whole lot of things that I just 

don't want to get into. 

MR. PARKIN: I repeat what I said this morning. 

I really don't think your action here on this lease in 

any way ties you to what may have gone on in the past. 

I think what you are doing is you are just making certain 

findings with something that is going to be prospective. 

MR. TAYLOR: That is why the staff added (d) 

to the recommended action, which makes it clear that all 
_ 

you're acting on i-that lease. I guess we could be even 
Y_..' 

more explicit. The intention was not to deal or bless, 

because it's by way of recital in the lease agreement, 

any transaction that occurred by the city between the tine 

of the setilement agreement with regard to the Queen Mary 

between th state and the city and the present time. 

CHAIRPERSON CORY: What has the staff done to 

4scertain the relative merits of proceeding with this 

vis-a-vis zlosing it down, Option 6 in the Elder report? 

EXECUTIVE OFFICER NORTHROP: We have not dene 

anything on that. 1e felt that the Harbor Department was 

making that study, and we left it with them. 
/-- 

MR. PARKIN: If 1 	respond to that, I think 
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Mr. Gray covered in his comments this morning, really you 

don't have any down side on thi because if it doesn't 2 

work, that option is still availalo. 

CHAIRPERSON CORY: If it is not with the 

5 approval of this, the Wrather Corporation, are t11,y not 

placed in a position to develop Parcels 1, 2 and 3 for 

some future commercial venture, in essence, mitigated 

damages without competitive bidding, without other options 

being considered? 

10 	 PARKIN: That's all covered in the contract.  

1 

12 

13 

14 

15 

16 

17 

18 that if upon the closedown we are dealing with a single 

19 lessee, the Wrather Corporation, rather than if we close 

20 it down today we could go out to a Multitude of people for 

21, a multitude of projects. I'm just trying to ascertain 

22 what it is 46're giving away. I'm not saying that it's, 

23 inp-P-iopriate. I just want to clearly understand what it 

24 iSywe're conferring. You've got to be getting something 
25 for looking at this turkey. 
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M. STEVENS; Potential. 	, 	 ; 

CHAIRPERSON CORY: Yes, but it is not just /11.at 
 

we are in the same position as If we didn't in the future, 

was put out on a requost for proposal. 

CiTAIRPERSON CORY: 	That were approving doe/16 in 

fact confer to that corporation certain benefits and rights, 

a lot of obligations, too. 
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MR. STEVENS: A trip to Sacramento. 

CHAIRPERSON CORY: Second prize is two trips. 

(Laughter.) 

M1. STEVENS' I think you're bringing the land 

side into perspective. You might keep in mind that with 

the parking requirements for the Queen and the •K-1, there 

is no additional land side to develop unless we hanalt, 

the parking by building a parking garage, which is 

basically creating more real estate. 

CHAIRPERSONA:ORY: But if you tomorrow come to 

your y rises and say, thl-',1 is a dumb idea, let's close the 

beat -- 0 

MR. STEVENS: We would be $10 million poorer. 

CHAIRPERSON CORY: Not if you haven't spend the 

money. 

MR. STEVENS•: We have to spend the money for 

pulling it out. 

CHAIRPERSON CORY: You 11\ive to spend the 10 million 

roburbishing it before you junk it, 

MR. McJUNKINt They would have to pay us rent 

for five years. 

MR. STEVENS: That's why our agreement from the 

government standpoint is 5t no-down side deal. We have to 

take a $10 million risk; and if we fail, you're no worse 

off than you aro. If we make it, you make it too. It's 
0 
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an incredible deal for the state of California from a 

business standpoint. 

CHAIRPERSON CORY: So, with risk capital of 

10 million to try to make the project viable, plus we 

get $500,000 plus the gross salvage receipts. 

MR.'iTrEVENS: Those are all aggregated together 

in a combination effect, but I think that the total 

dollar is $7-1/2 million that we have to -- in a combination 

of investment and rentals and so forth, have given to the 

overnment in:the five-year period. We don't know the 

veers to that ship, but I think i should g ve 

reassurance to the government however that in the ,'first 

month of operation by private enterprise, we made money. 

CHAIRPERSON GORY: But you could not close it 

tomorrow. 

MR. STEVE S: Five years. I have a five-year 

lock-in. 

MR. McJUNKIN: They one five years' rent4r T 

cant scrap it until the end of the fifth year. They c~ ,uld 

close it and do no business, but they would still have to 

pay us rent each year. 

1+IR, STEVENS: In addition to that, in addition 

to the 7-1/2 million there, the HK-1 project alone now 

stands at about 8-1/2 to $9 million investment. So, there 

are great financial incentives for Oxr company to make 
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are successf61. 

3 	 CHAIRPERSON CORY: Only half humorously 1 say, 

)22 

4 is this really a Lands Commission'meeting or a sanity 

hearing? 

	

6 	 MR. STLVENS: I'm prepared to go out in a straight- 

jacket one way or the other. 

CHAIRPERSON CORY; Well, lady, got0  any ideas 

what you want to do with this? 

	

10 	 MS. MORGAN: T don't know. Chairman, do you 

11 have any ideas what you want to do with this? 

M.R. ACKERMAN': u Has the staff worked out the 

13 exact language acceptance to those tlqo modifications?' 

14 	 (Continued on next page.) 
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the language that Sue has. 

MS. WYLIE: (2) would read that the approval 

of the lears includes an approval of the HK-1 project as 

described within the lease. 

CHAIRPERSON CORY: I;, don't think that's what 
it 

we had in mind. I thj,nk we need some more explicit language 

that th,t is wit ̀ respect to Parcels 1, 2 or 3. 

MR. TAYLOR: One, two or fo7. 

CHAIRPERSON CORY: NO. We were told, aS I under-

stand it, that it wes going to be on one and not on four, 

21 
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25 
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EXECUTIVE OFFICER NORTHROP: We haven't worked 

out the exact language. 
/7  

MR. GRIMES: Yes, we have, although w won't 

4 need the last part of it now. They're giving us the first 

5 one verbatim and nothing on the second. 

6 	 MR. TA ;,OR: W' h , the understanding that the 

second one is being strikn Subject to being brought back 

8 uu,  at the time of review of another plan, and,the understandi 

also is that the first includes the HK-1. 

10 

11 

12 

13 

to take 

MR. McYUNKIN: Excudes rather. 

MR- PARK/N: 	approved. Maybe youought 

that in a separate action. 

EXECUTIVE OFFICER NORTHROP: A now lumber two. 

    

14 Mr. Chairman, I think we have sOme additional language 

is starting with deleting (c) (2) and replacing (c) (2) with 

3 
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five or six because that is a fundaiwtal distinction that 

I want to have some questionS answered. f it's one, that's 

3 fine. I'm willing to go with it. 

ASSEMBLYMAN ELDER: The rest is water, so it 

5 has to be one. 
' 

6 	 CHAIRPERSON CORY: In terms of covering the water 

and expanding the geographical boundaries 

MR. STEVENS: Itls on one. 

MR. PARKIN: I *nk that's included , .n the languag 

10 	 CHAIRPERSON CORY: I just want to make sure that 

nobody has'any misunderstandings that we are not expanding 
rf 

12 theoxisting geographical boudaries of what we've got 

13 encumbered in there. 

1411 : 	 MR. STEVENS: And I don't want to move it a third 

17 	 CHAIRPERSON CORY: I thought so, but I just wanted 

MR. GRAY: Wasn't that covered undet the nodding? 

0 , 

18 to make kture we had it amended. 

19 	 MS. WYLIE: The amended language would then read 

20 that the HK-i project then located on ParceI'l is approved 

21 as described within the leage. 

22 	 MS. MORGAN: You're no' comfortable with the 

23 language. 

24 	 CHAIRPERSON CORY: I'm not comfortable because 

25 I want an etplicit 'Statement before we get to C . you 

4,) 
0 
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pick up the paper and it says that said lease is in the 

best interest of tho state, and it deals with the pros 

3 end of it. Someone who hasn't sat through this and 13 

years of prior I think is gOng to come to the conclusion, 

could mistakenly come to the conclusion that we are blessing 

the Queen Mary project; and I have to tell you in all candor 

7 1 would have never voted for any part of this project going 

g in, and I don't want to be saddled in my future life with 

9 that s4,  .C4ilat I'm say41g is a statement that whereas the 

10 state finds itself in a situation in which the grantee 

11 

•2 

13 

14 

15 

16 

17 

18 is in no way construed as giving any kind of approval over 

19 what has iSreceded your action toda 
/ 

20 
	

MR. ACKERMAN: It might help, 	if D were 

21 changed to refer to not just other matters not before the 

commision at this time, but also not any other matters 

23 relating to the project previously from '67 through '80 

24 or something like that I think, what the chairman is inter- 

25 ested in is Flat no action today be construed as blessing 
r,1„),  

\`\ 

5 

6 

paragraph- D and change it with C 	D then becoming 

C and justadd onto that that whateVer your action is 

nas actod,unilaterally to get us to this point, we now 

find that, given those circumstances, this lease is in 

the best interests of proceeding. 

MR. STEVENS: I understand. I got it. 

,MR. PARKIN; I was wondering if you could take 

S d 
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any relationship that, the commission has had to the City 

of Long Beach on this project from ' 7'to the present. 

Is that correct? 
ti 
 

CHAIRPERSON CORY: Yes. 

MS. MORGAN: I'd be perfectly happy to move to 

take the matter under submission to give the staff a chance 

to work Lie some language that's acceptable to the Chair 

and to c,nvince me that this is in the best interests of 

the state in their opinion. 

MR. ACKERMAN: You want to recess for a moment 

to do that? 

,),Iloroupon a brief discussion was held 

off tho record.) 

CHAIRPERSON CORY: We'll take another 15 minutes 

and see if we can work something out. 

(Thereupon a brief recess was taken.) 

CHAIRPERSON CORY: Would the staff read the final 

version of the amended proposed action item? 

EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Item 

1 stays the same. Item 2 stays the same. Item 2A stays 

the same, Item ,B  stays the same. 

MS. WYLIE: Item C will read: 

"These findings: relate solely to 

the lease dated October 7, 1980 between 

the City of Long Beach and Wrather Port 

i'ETERS 
7700 COLLEGE TOWN °film SUITE 209 

CRAMEN'IO, CALIFORNIA £1$826 
TELEPHONE (MI 312.4001 
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Properties and not to any prior transaction 

to date regarding the Queen Mary project." 

Item D will read that: 

"Given the cir(Cumstances in which 

the;city has placed itself by its prior 
ff 

actions, said lease is in the best inte rests 

of the state provided that:" 

One would remain the same. Item number 2 would 

be deleted, and Item number 2 would then become that: "The 

HK-1 project located on Parcel 1 is approved as described 

within the lentio." 

EXECUTIVE OFFICER NORTHROP: That completes our 

recommendation, Mr. Chairman. 

CHAIRPERSON CORY: An the staff informed one 
, 	 --- ,/ - 

15 o-L---th%,:::(rinr,soriers during the recess that it is your _____ 

------;.: 	\)6 opinion with these changes that this proposed lease is 

f 17 

CHAIRPERSON CORY: Is there anybody on the staff 

22 that disagrees with that? Is that what you wanted on the 

iAt 	 MS. ORGAN: Yes. 

25 	 CHAIRPSON CORY: Knox do you have some comments 

11 

0 

5 

10 

11 

in the best interest of the state, and, that is the staff 

recommendation? 

19 	 EXECUTIVE OFFICER NORTHROP; Given the language 

20 that was just given to you, yes, sir. 

/"P 
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As 

19. 

20 

21 

22 

23 

24 

yol.?,, wish to make? 

MR. MELLON: I'm Knox Mellon. I'm the State 

3 Historic Preservation Officer. We haVe.'worked for a number 

4 of months with the City of Loh4 Bealchand the port and 

5 most recently with the Wratber Corportion in tho interest 

of saving the Hughes flying'boat. My office is satisfied 

that the proposal by the Wrather Corppration for relocating 

the aircraft and attaching it, putting it adjacent to the 

historicreservation and hopeftaly thereby in the interest 

f the people of Californi&iand of the nation. 

We very much would like to' see that aircraft 

re oated to the proposed site and hope that this will 

2 
MS. MORGAN: Aknox, what happens in five years 

if they scrap it? 

MR. MELLON: Scrap the proposal for the two facilit 

or scrap the aircraft? 

MS. MORGAN; Is the aircraft scrapable? 

R. MELLON: It's scrapable, sure. Its a very 

fragile structure. 

MR. STEVENS: To answer your question perhaps 

from our standpoint, the Smithsonian and the Summa Corporatio 

have imposed very stringent requirements upon us for the 

it 
Queen Mary and utilizing it as a tourist attraction%longrl  

with the 04een Mary is certain in,,the best interest of 
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disposition of the aircraft should it not be in the pubii, 

interest to continue to display or the public loses interest, 

Goa forbid, at some future time; and we are requir0 by 

contract to 'impound $500,000 into a trust fund immediately 

out of the first funds available for that purpose. 

MS. MORGAN: For what pUrpose? 

MR. STEVENS: For,the purpose of ultimate destructi 

should that be necessary. They ,alre a very precise way -- 

MS. MORGAN: I thought you couldn't destroy histor-

ical monuments, 

MR. MELLON: Well, there arc times when we wish 

that wat the case, but thor6 are also times when historic 

objects and structures have 	be destroyed, and there 
1 

are bottom line4 prior to demo.Lition. They involve things 

like measured line drawings, 

that future generations will 

so they will know,what it was 
'12 blueprints and photographs. 

be destroyed. 

CHAIRPERSON CORY: I would like the Executive 

Officer and chief "Jjetroleum engineer to note that it is 

possible to destroy historical monuments, 

(Laughter'.) 

CHAIRPERSON CORY: That is unrelated to this 

25 but I just want the two of you to keep that in mind. 
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blueprints, photographs,- somethi 

have a chanCe to refer to 

like at least in terms of 

Yes, sometimes they have to 
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MS. MORGAN: The $500,`000 trust fund, I assume, 

is for the purposes of complying with those kinds of 

rules. 

MR. STEVENS: It has nothing to do with the five 

5 Years at all. It woul0 hopefully never be in ,play, but 

6 in 40 years or whenever the lease is up, the people may • 

7 decide that they have a bett4 use for the property, in 

which case it would have to e destroyed. 

MS* MORGAN: Does 1.he Chair have any opinion 

WIAIRPEISOW CORY: Pardon me. I hate to take 

the time with thifl. The (Thor question that I touched 

on kightly, the Wrather Corporation. recently sold its Tele-

prompter stock and other things, So, it's liquid. One 

of the things which I asked the staff for which they were 

just able to get me wore the 10K's that were filed for 

'79, March 31, 180in that range 

One of the things that's been presented, first 

of all, you're the only game in town; but you're also the 

best in that category. Just so we understand, you're in 

the hotel business, the television production business. 
. 	, 

MR. sTOgN4! Yes, I'll give you for the record 

just a brief overyiow. Firtt of.. all, our company has been 

public since 1960, with an outgrowth'of the personal—invest-

ments of bar, Jack Wrather,Alence the name Wrather Corporation 
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We have never been a traditional public company in the 

go-go sense. We are interested in very unique properties, 

as you might imagine- We created"the Disneyland Hotel 

from scratch when no one else had the vision. Every other 

hotel operator in the country turned the situation down 

because who would build a hotel in an orange grove next 

to a kiddie farm. Mr. Wrather did, and to our knoWledgo.,, 

it's the most profitable hotel per dollar invested in- the 

world,' 

Wo are what is known in New York security circles 

as an asoot„ play. We concentrate principally on building 

up the valuo of our assets through long-term ownership. 

We're not a buyer-seller in the typical sense. 

Our fields are in rea'. estate. We own 21 acres 

adjacent to Disneyland which we'll be developing this next 

year. We, of course, own the Disneyland Hotel, which is 

on our books I think in the neighborhood of $30 million. 

It was recently appraiSed at $125 million. We just did 

s'41 or aro,in the process of selling to Westinghouse our 

shares in Teleprompter, the world's largest cable TV company, 

for which we will receive 62 million or thereabouts in 
,, 

22 cash. Wown the Lone Ranger, Sergeant Preston. of the 

23 Yon and the Lassie properties and have for many, many 

24 earV and we have 4 major oil and as exploration and y 

25 evel0Ment program of long standing. 
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CHAIRPERSON CORY: Is your oil and gas operation 

2 in a positive cash flow position? 

3 	 MR. STEVENS: Basically, again, Mr, Cory, while 

4 we're in a positive cash flow posture, as you well know 

the tax situation concerning oil and gas, exploration is 

6 very favorable. You don '%t show much earning, but the cash 

7 flow is very good; ands thereserves that we've'been able 

to develop are substantial. 

CHAIRPERrON CORY: I apologize for getting into 

this in this kind/of forum. 

MR—STE(ENS: Not at all. We love to talk about 

5, 

0 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

i 

LSON CORY: The !OK's that I have,< in 

essence, for '79 show a, million one'forty-eiht loss overall, 

but as I look at that, that appears to be basically stemming 

from losses in terms of yolJr actual divisions or profit 

centers is in the film, 

18- 	 MR. STEVENS: Again, the numbers that youlr& 

19, referring to are from federal tax returns. As I believe, 
.J, 

20 as you know also, the way that these accountants are allowed 

21 to handle film inventory is much li,e oil and gas, and u 

22 you are able to take certain writeoffs at times/ hat ai  e 
A■ 

0 23 not consistent with the cash flow results, We /aid a major 

24 motion picture during this period of time, the Lone Range 
0 

25 epict which will be coming out hopefully Sometime in the 

0 
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near future. 

CHAIRPE7(SON CORY: 	I'm just trying to fit together 

that you don't have a whole lot of losss somewhere else, 

that you'ro really in a position to pony up the ten and 

5 you're going to go on with it. 

6 MR. STEMS: 	That's right, and one of the main 

- 

7 

8 

reasons is Mr. and Mrs. Wather made 18 crossings in the 

two Queens, and there is more than a monetary attachment 

9 here. 
0 

• 

 o 

rl 

11 

CHA R BRSON CORY: 	Being a public corporation, 

soul l't dffect your st okholders' 	pity, I'm sure. 
0 

12 MR: STIMENS: 	Oh, 	Obviously; Mr 	Wrather 

13 owns' half the shares. 	He's interested in making money, 

14 too. 

15 CHAIRPERSON CORY: 	Our choices are turning down,  

16 putting it 'over 	approving it with those amendments.- 

17 ASSEMBLYMAN ADER: 	I move it 

18 (Laughter.) 

19 CHAIRPERSON CORY: 	Dave Elder would move it. 

20 If you had the votes, I'd be glad to lets you do it. 	ItA 

1\ 
would save a lot of problex0 for me. 	 ■) 

22 (Laughter.) 

23 MS. MORGAN: 	Well, I couldn't get the staff to 

24 waitrer. 	They *r,.e convinced this is in' the best interests 

25' of the state. 	Sixty-flx year leases. 
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EXECUTIVE OFFICER NORTHROP: With rent reviews. 

MS. MORGAN: Oh, a11 righl, 

CHAIRPERSON CORY: Beforo wrl takes 	action 

4 that the staff is pushing Susie -- and' she's totally control- 

5 led by the staff --- 

6 	 (Laughter.) 	- 

7 	 CHAIRPERSON Qux; There is a point that I think 

needs to lm put „.forth explicitly, and there have been some 

9 	staff chauffels at tAto ottlr, taut: in 1967 when I became an 

10 eleoLod offivial, 1. Ifionghl 'him) was
, 

 an understanding, 

, with •ho city fathor•m lital they would never bring anything 

12 connected to approval vet' the Quer,,In project to me. This, 

13 is the first time it has happened, and that's the reason 

14 I wanted to amend 	in terms of the prior difficulties. 

But there is a problem, in my opinion, that if things. are 

16 going to proceed on other developments, as'l would guess 

A7 	contemplated onAJJ,Fning this thing around so \that the 
--/ 

Wrather Corporation cyan get a return on their instment ' 

their stockholders have a right to expect,'I think that 

the city is giAng tb have to -do a better job of preparing 

us because at the start of thic meeting and still I feel 

we're somewhat buying a pig in a Polk in terms of 	really - 
having gone through theGteps that you have gone through 

over a series of months as to whyyou made each of these 

18 

19 

20 

22 

21 

24 

decisions. 
1.) 
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f line in that regard. 

MR. ACKERMAN: 1-would concur x think, Ken, in 

your comments. These negetiatzons have been going on for 

quite a bit of titne,%--As, 	prOgressed, our staff has 

23 

24 

25 

0 

If 

8 

9 

10 

1 1 

12 

13 

14 

We were brought in for„a quick,meeting and to 

make all these things; and if you think the next time it 

3 comes in for a development pl(an that it's going to be approve 

on this kind of a basis becat,e of some moral obligation 

to third-party contragtees, ber)ase if this wassi tyle city's 

6  project al one, I,would not be prepared to voter it. 

7 But there! seems to be somebody in the private sector who 

is hung out on having to proceed. I'm uncomfortable about 

proceeding on this kind of a time frame with this kind 

of information behind it. Sp lthink it should be made 

clear, that if yOu want to proceed, you had better start 

putting more cards on= the table sooner so we know what 

the problems are, rather thap trying to handle the matter' 

at this late date. 

4 

6 

01 	, 

15 

16 

111 	 11 

0 
1$ 

19 

# 20 

21 

22 

don't know how the,other commissioners feel 

on that, but you're welcome to \Make comments if m out 

had difficulty in obtaining some doctments and documentation' 

in a timely manner, even at the point to where obviouSly 

we had to cancel the agenda item at 	meeting and reschedu e 
, 

it until now because the staff didnt have the.adegtate 

documents in front Of tliem with which to'make a recommendatio 
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I even discussed with some of the staff adding 

some items to the'calendar approval to where, when we talk 

about future development, that we require 30-day or 90- 

day submission of the necessary documentation from the 

city to the staff prior to even scheduling the cAendar 

items. I don't think it's necesS,d,Y to write that into 

the actual motion that's done, but in order to expedite 

everything, I think that would serve great service, both 

to the commission and its staff, but I think, more important) 

to the Wzather Corporation which is negoatiating and operatin 

in good faith with the city, and that good faith has to 

be also shared with the state. So that we can return that 

good faith, X thinkit necessitates that sharing of informal  

tion in advance in whatever joint meetings are necessary 

to take place and the other so that when the first project 

in conformanee with this lease agreement comes before us 

for approval for anY)  development changes 	don't get into 

the situation we're in today, It's not fair to the Wrather 

Corporation, and I don't think it's fair to the commi&sion 

staff, who could be placed in a difficult position to do 

proper and adequate staff work: 

MR.,,STEVg'NS: I can assure you thate'will make 

sure that there is adequate communication as well because, 

as you say, we have a, great deal of risk. 

MR. ACXERMAN: Anoth6r triPho Sacramento. That's' 
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the essence of my comments. 

CHAIRPERSON CORY: Ready to 

have a motion? Is there a motion? 

MR. ACKERMAN: I will move it. 

5 	 CHAIRPERSON CORY: It is moved. 

6 	 MS MORGAN: 	'117---zccoria. 

7 

S in favor signify by saying aye. 

rove it? ,D0 we 

CHAIRPERSON CORY: It is seconded. All those 

9 
	

(Ayes.) 
	 V 

10 
	

WIAIRPERSON CORY The motion is Carried. 

11 

12 	 C emission was adjourned at 2:15 p.M.) 
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thr4--meet--in-----of the State Lands 
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1, WENDY E. STI1WA1''1!, a CarliF104 Ohorthand Repotiter 

of the State of California, do hereby (=Lily: 

Tob I arria, disinterested person httroin; that 

pregoinq State Lands ComMission Meeting was reported 

in(ishorthand by me, Wendy E. Stewart, and thereafter trans-

cribed into typewriting. 

I further certify that T. an not of counsel or 
I \ 

attorney for arty of the porgies to said mooting, nor in 

any way intorest6&in 	ouhcomo o f sa i a mooting, 
7 

IN WITNE8S WIDIR11010 ,' T Fu 	horonnto Hot my hant.1 

this 26th cloy, of November, 1980. 
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