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From:

Miguel A. Santana, City Administrative Officer

Reference:

Three-Year Plan to Fiscal Sustainability (C.F. No. 09-0600-S159); C. F. 12-0692,

Subject:

PROPOSAL FOR THE MANGEMENT AND OPERATION OF THE LOS ANGELES
CONVENTION CENTER

SUMMARY

On April 24, 2013, the Council adopted the recommendation issued by the joint special meeting of
the Budget and Finance and Trade, Commerce and Tourism ("TCT") Committees, instructing the City
Administrative Officer (CAO) to re-issue the Request for Proposal (RFP) for the management and
operations of the Los Angeles Convention Center (LACC). The CAO re-issued the RFP the following
business day, and received two responses within the 30-day submittal deadline. The two firms
included Anschutz Entertainment Group (AEG) Facilities LLC and SMG. On May 31, 2013, the
Evaluation Committee (Committee) consisting of four members interviewed both firms and
recommended AEG as the successful bidder for managing and operating the LACC. The CAO
agrees with the Committee's recommendation.
The common mission and goal of any top tier convention center is to bring convention business to
the City for the purposes of attracting out of town visitors that will generate spending and hotel
occupancy, which in turn benefits the General Fund. However, over the last several years the City's
focus has been to generate sufficient operating revenue, which does not directly benefit the City's
General Fund but rather the LACC's special fund. As such, booking priorities have shifted, at times
compromising citywide conventions that generate an out of town attendance, for non-citywide shows
such as local trade and consumer shows.
In addition to generally improving the LACC's competitive industry standing, one of the many goals of
utilizing a professional management company for the LACC is to generate significant savings by
reducing expenses, creating efficiencies and implementing best practices. Taking into consideration
the cyclical nature of citywide convention business from year-to-year in terms of number of events
and attendees, the Mayor and Council established a goal of hosting between 400,000 and 425,000
citywide convention attendees-- an increase of approximately 50%-- by 2020. The proposal to enter
into a management and operations agreement ("Management Agreement") is just one element of the
greater plan to develop an enhanced governance structure to help achieve these goals. The Council
has also approved (1) expanding the duties and scope of responsibilities of the existing LACC
Commission or Board, (2) creating an Executive Director position to serve as a representative of the
Board, and (3) revising the Booking and Discount Policies. Another significant objective in the overall
strategy to increase citywide convention ·business· is tb work in tandem with economic development
and hospitality stakeholders to increase the number of hotels within close proximity to the LACC and
within downtown.
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The City, which includes the LACC, City Attorney, CLA and other appropriate City departments
("City"), and AEG intend to negotiate a MOU that provides a framework for negotiations between the
parties with respect to the rnanagernent and operation of the LACC and to govern the transition
period prior to entering into a Management Agreement. Should the Council concur with the
Committee's recommendation of AEG as the successful bidder, we recommend the Council approve
the framework and authorize the CAO to execute the MOU, and to return within thirty (30) days with
a proposed contract for AEG's management and operation of the LACC.
EVALUATION COMMITTEE FINDINGS

The CAO selected an Evaluation Committee (Committee) that represented different interest areas
and sectors impacted by the business generated from the LACC. The Committee consisted of
members with economic development, entertainment, labor and public service backgrounds. The
GAO also engaged experts in convention center management who provided expertise and
background on convention industry practices and facilities.
The evaluation process consisted of two parts: reviewing the written submittals and interviewing the
firms in person. The interviews were structured to clarify information submitted by each firm as to
their qualifications and experience in managing and operating convention centers or exhibition
facilities. Additionally, each firm was requested to present their vision and approach to managing the
LACC. To help facilitate the discussion and to clarify information during the interview process,
several questions were asked of each firm based on the information provided in their RFP
responses.
The firms were evaluated based on the four criteria listed below - each of which was allotted a
maximum of twenty-five (25) points and weighted equally.
1. Experience and Qualifications - Experience and qualifications in managing and operating
convention centers and/or exhibition facilities that are similar in size or scope;
2. Management Team - Experience and qualification of the convention center management
team and the performance records of individuals who would be instrumental in the
management and operation of the LACC;
3. Approach and Methodology - Plan for the management, operation, sales/marketing,
coordination with the LATCB, and maintenance of the LACC consistent with the RFP goals;
and,
4. Fee Proposal - Management and incentive fee for management, operation, and food and
beverage services at the LACC.
The Committee recommended that the City select AEG to enter into contract negotiations for
management and operation of the LACC. AEG was the highest ranking firm based on the scoring
criteria. Both firms scored relatively equal in areas of the Management Team and Approach and
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Methodology. SMG scored higher in the Experience and Qualifications area given their experience in
managing convention centers in the United States. However, according to the Committee, AEG
submitted a more competitive Fee Proposal, which gave them an overall higher score. Although AEG
received the highest score, it was apparent through the evaluation process that both firms have the
requisite experience, qualifications and credentials to be viable candidates for management and
operation of the LACC.
The CAO agrees with the Committee's recommendation. Attached is the criteria and scoring by the
Committee (Attachment 1).
On June 9, 2013, the CAO received correspondence from SMG protesting the proposed selection of
AEG (Attachment 2). The CAO's response to the protest will be addressed separately from this
report.

MOUFRAMEWORK
The MOU will reflect the intent of the City and AEG to proceed with, and negotiate, the definitive
Management Agreement with respect to the business terms and conditions contained herein and to
set forth the responsibilities of AEG and the City during the term of the MOU, which will be ninety
(90) days unless terminated sooner by entry into the Management Agreement, termination by either
party, or as extended by mutual agreement of the parties.
The MOU will address the following issues during the transition period:
•

General Manager- AEG will provide to the City at least three candidates that are skilled and
capable to perform the role of a full-time General Manager. The City will interview and select,
in its sole, but reasonable discretion, the candidate that is best fit for the LACC.

•

Assessment - AEG will assess the current status of operations at the LACC by, without
limitations: (a) soliciting input from existing LACC management; (b) identifying key transitional
departments and staff; (c) identifying project needs; (d) developing a staffing timeline and
hiring plan; (e) developing orientation and training schedules; (f) collecting and reviewing
current service and vendor contracts, collective bargaining agreements and minority, small
and local business enterprise sourcing plans; and (g) assessing safety and security programs.

•

Interview of Existing Staff- AEG will meet with LACC division managers to assess existing
employees' performance and interview each employee.

•

Client Communication- AEG, with coordination and, if City so directs, participation by existing
LACC management staff and the Los Angeles Tourism and Convention Bureau ("LATCB"),
will reach out to all booked clients to communicate changes proposed within the Management
Agreement and to assure clients that the transition will be smooth. The LATCB will work to
confirm any potential bookings.

•

Financial Systems- AEG will work with the City to establish the procedures for transitioning
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the financial systems to ensure that all financial transactions proceed smoothly and
employees are integrated into AEG's payroll upon execution of the Management Agreement
•

Labor Peace Agreement - AEG will negotiate and enter into Labor Peace Agreements to
ensure that LACC activities will not be interrupted by labor disputes.

MANAGEMENT AGREEMENT
The City will engage AEG to operate and manage the LACC in compliance with all laws and AEG will
undertake and agree to perform all such management services and to comply with all provisions of
the Management Agreement The CAO will return to Council within thirty (30) days with a proposed
Management Agreement, which will include but not be limited to the following terms.

The initial term of the Management Agreement shall be for a period of sixty (60) months anticipated
to begin in October 2013 and end in September 2018. The City may, at its discretion, terminate the
Management Agreement at the end of the third (3'd) contract year by providing written notice, at least
ninety (90) days prior to the end of such third (3'd) contract year, of its intent to so terminate.
Base Management Fee
AEG will be paid an annual Base Management Fee to be paid in equal monthly installments. This
Base Management Fee will encompass all fixed fees associated with LACC operations and
management and food and beverage services. The Base Management Fee will be adjusted upward
each year by an agreed upon percentage or index, to be capped as mutually agreeable.
Incentive Management Fee
In addition to the Base Management Fee, AEG will be eligible for an incentive fee, upon achievement
of agreed upon performance measures.
The incentive fee will be both quantitative (earned) and qualitative (discretionary) in nature. The City
will seek to maximize the quantitative portion of the incentive fee calculation and tie it directly to
mutually agreed upon performance measures. The qualitative portion will be based upon mutually
agreed upon benchmarks, such as achievement of annual customer satisfaction goals and
achievement of annual City satisfaction goals for event diversity, asset management and operations.
The Management Agreement will include an exhibit of a Sample Incentive Fee and Performance
Measures.
The incentive fee is payable after the City's acceptance of an annual audit report prepared by a
nationally recognized independent public accounting firm within ninety (90) days after the end of the
fiscal year.
In no Agreement Year will the compensation paid to AEG under this Agreement be based, in whole
or in part, on a share of the net profits from the operation of the LACC in accordance with U.S.
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Internal Revenue Service restrictions.
In no Agreement Year will the aggregate amount of the Incentive Fee, if any, exceed the Base
Management Fee. The compensation to be paid to AEG is intended to comply with applicable,
regulations and procedures of the United States Internal Revenue Service, which limits the amount
of any Incentive Fee paid to the amount of the Base Management Fee.
Additional Consideration
The City intends to maximize other provisions that result in positive financial benefits to the LACC
and the City. Examples include a Marketing and Business Development Fund and/or a Capital
Contribution.
Personnel
The City maintains the right to interview and select, in its sole, but reasonable discretion, the General
Manager candidate that it believes will be the best fit to manage the LACC and work with the City
throughout the term of the Management Agreement in the event of replacement, resignation,
termination, transfer, or reassignment.
AEG will, within the budget approved by the City, select the number, function, qualifications,
compensation including any benefits, and may, at its reasonable discretion, periodically adjust or
revise the terms and conditions relating to such employment.
Financial Records and Accounting
AEG will establish and maintain current, accurate and complete financial records on an accrual basis
of accounting relating to its activities. The systems and procedures used to maintain these records
will include adequate books of account with respect to its management and operation of the Facilities
and a system of internal controls, and all accounting records shall be maintained in accordance with
generally accepted accounting principles. Financial statements will be produced on a monthly basis
and provided to the City in a timely fashion to be mutually agreed upon.
At any time, the City will have the right to inspect and audit all financial records, documents and
information required to be maintained under the Management Agreement.
AEG will within ninety (90) days upon the end of each fiscal year, furnish City financial statements
consisting of a balance sheet, a statement of profit and loss, and a statement of cash flows, all of
which shall be prepared in accordance with generally accepted accounting principles and be
accompanied by an independent auditor's report containing an opinion of an independent certified
public accountant. The annual audit shall be performed by a nationally recognized firm selected by
the City. AEG will have the right to approve the auditor selected, which approval shall not be
unreasonably withheld or delayed.
AEG will also, within ninety (90) days upon the end of each fiscal year, furnish to the City a certified
statement of Gross Operating Revenues and Operating Expenses as defined herein to be used for
calculating AEG compensation.
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AEG represents that with respect to its management services performed for the LACC, any and all
revenue derived on account of such management services will inure to the benefit of the LACC.
Capital Investment
On an annual basis, AEG will provide to the City a detailed Capital Equipment and Capital
Improvements Plan which will include specific investments to be accomplished during the year. The
plan will provide an estimate of the cost of all such items and projects and a request that the City
budget adequate funds for approved investments. The City will retain the discretion to determine
whether to approve and what level to fund Capital Equipment and Capital Improvements purchases.
Scope of Services
The RFP outlines the scope of services expected by the selected firm. This includes, but may not be
limited to, the following services:
•

•
•
•
•
•
•
•
•

Food and Beverage - As part of the Management Agreement, AEG will assume the food
service operation. As part of their Management Agreement responsibilities, AEG will bring
new and innovative food and beverage concepts and offerings to the LACC through Taste of
LA intended to maximize revenues and cost efficiencies and provide LACC clients with
superior food and beverage options.
Sales and Marketing of Events (i.e., short-term business inside the LATCB's booking window)
Event Services
Security
Parking
Client Information Technology
Customer Service
Facility Maintenance and Grounds Keeping
Other support services as necessary- finance, human resources, risk management, etc.

Other issues that will need to be addressed as part of the Management Agreement include, but are
not limited to:
•
•
•
•

Procurement requirements for AEG subcontractors
Pricing policies including discount policies
Advertising programs
Contracting process with shows

Immediately upon execution of the MOU, the City will work with AEG to negotiate and draft the
Management Agreement. The Management Agreement will be consistent with the terms and
provisions of the MOU and shall contain such provisions relating to performance standards,
operation management plan, insurance, audit rights, breaches and remedies, representations and
warranties, indemnities, standard City provisions, and other terms, covenants and agreements as are
customary in the convention center facility management industry. The Management Agreement will
be subject to review as to legal form by City Attorney and reviewed by the City's bond counsel to
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ensure compliance with the IRS Tax Code.
TRANSITION OVERVIEW
As stated above, the MOU establishes a framework of the key issues the City and AEG will address
during the first ninety (90) days, which would be identified as the transitional period. The City has
committed to the placement of all full-time and half-time LACC employees in other City departments,
at an equivalent or similar classification, without a loss in pay or seniority should those employees
choose not to accept employment with AEG. Existing LACC employees will continue to work for the
City during the first ninety (90) days. If by the end of that period they accept employment with AEG,
they will no longer be City employees. However, if the employee elects to continue City service, the
Personnel Department will identify options for such employees through regular City transfer
opportunities or via the provisions of Charter Section 1014. The CAO will report back to the Council
to address necessary fund transfers and position authorities once the City has had the opportunity to
assess the pool of employees that choose to continue their City service. As of the date of this report,
there are 96 full-time employees and 36 half-time employees.
AEG has presented the City with a proposed transition plan to be discussed and mutually agreed
upon once the MOU is executed. The transition plan addresses the following areas:
•

Introduction and Assessment of Current Operations - Both parties will review and assess
AEG's proposed transition timeline. AEG will review existing policies and agreements. City
and AEG will agree to key performance indicators. There will be outreach to the industry
regarding the proposed changes.

•

Employees Services (Human Resources, Benefits)- The City and AEG will review the current
pool of employees, establish an organizational structure, develop a hiring timeline, institute
new hire orientation, and establish a process for which employment will be offered;

•

Employee Services (Payroll Administration) - AEG will process new business payroll tax
registrations, establish payroll services and procedures, communicate with vendors, establish
payroll accounts, configure payroll database.

•

Information Technology Implementation -AEG will assess existing systems and technologies,
and develop a plan for implementing IT services.

•

Risk Management - AEG will review existing legal agreements, analyze insurance and
indemnification requirements, purchase all required policies, review environmental issues and
safety and security programs.

•

Business Service Implementation- AEG will review license agreements, identify cost savings
opportunities, develop MBE/WBE and small/local business sourcing plan and implement
monthly reporting and quarterly compliance guidelines for MBE/WBE.

•

Financial Transition - AEG will review existing arrangements with banking partners and
merchant services, and implement necessary changes.
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•

Sales & Marketing- The City, AEG and LATCB will coordinate efforts to notify existing clients,
conventions and meetings industry representatives about the change in LACC management,
sales and marketing roles and responsibilities.

•

Operations - AEG will complete operating policies and procedures, and inventory facility
assets.

•

Food & Beverage- AEG will work with the City in establishing a short-term operational plan
and develop an implementation plan for "The Taste of LA".

TIMELINE

Approval of the recommendations in this report would allow the Project to proceed to the next step,
which involves drafting and executing the MOU, establishing the roles and responsibilities of AEG
and the City and the framework for the next ninety (90) days. It would also allow for the City to begin
negotiations and drafting of the Management Agreement, which will be submitted for the Council's
consideration within thirty (30) days.
The following timeline provides a review of the milestones for complete Project implementation,
assuming the Council approves this report in June 2013.
July 2013

Execute MOU and initiate discussion of the Management Agreement

August 2013

Council to consider the Management Agreement

October 2013

Execute the Management Agreement
City employees to be placed in other City departments

RECOMMENDATIONS

That the City Council subject to the approval of the Mayor,
1. APPROVE the Evaluation Committee's proposed selection of Anschutz Entertainment Group
(AEG) Facilities LLC as the successful bidder to the Request for Proposal (RFP) for
management and operations of the Los Angeles Convention Center (LACC);
2. AUTHORIZE the CAO and the LACC to execute a Memorandum of Understanding (MOU)
between the City and AEG Facilities, LLC substantially in conformance with the general terms
and parameters set forth in the said report;
3. INSTRUCT the CAO, with the assistance of the City Attorney, CLA, LACC, and other
departments as appropriate, to prepare and present to the Council within thirty (30) days a
Management Agreement between the City and AEG that is consistent with the terms of the
MOU, and which includes language that requires a financial investment to be used towards
attracting citywide conventions, and that requires any additional available revenue generated
by LACC operations to be reinvested towards the improvement of the LACC, and that caps
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the fee amount to the amount proposed by AEG in its RFP response; and,
4. INSTRUCT the Personnel Department to develop a process whereby full-time LACC
employees will be offered placement in other City departments through regular transfer and
the provisions of Charter Section 1014, and to start the process of placing employees upon
execution of the Management Agreement with timing of the placement to occur in accordance
with the operational needs of the LACC; and to work with other City departments to identify
civil service exempt as-needed half-time positions for placement opportunities for LACC asneeded civil service exempt employees that have attained half-time status and to start the
process upon execution of the Management Agreement with timing of the placements to
occur in accordance with the operational needs of the LACC.
FISCAL IMPACT STATEMENT

Having a professional management company such as AEG operate and manage the LACC could
result in significant savings through reduced expenses, cost efficiencies and establishing best
practices. Further, implementing the proposed plan for an enhanced focused governance structure, a
revised booking policy aimed at attracting citywide conventions, and developing a citywide plan to
increase hotel capacity, are critical factors necessary in helping the City achieve its goal of 400,000
and 425,000 citywide convention attendees- representing an increase of approximately 50 percent
by 2020. Based on a previous study prepared by Beacon Economic (Attachment 3) this could
increase the amount of Transient Occupancy Tax and Sales Tax received by the City by
approximately $7 million and $12 million, respectively. There is no additional negative impact on the
General Fund.
DEBT IMPACT STATEMENT

This report has no immediate debt impact on the General Fund.

ATTACHMENTS
MAS:DM:09130040

ATTACHMENT 1

AEG
Category
Experience and Qualifications
Management Team
Approach/Methodology
Fee Proposal
Total

Maximum

1

2

3

4

Total

Potential

. %ofMax

25
25
25
25

22
24
25
25

21
24
23
25

21
25
23
25

20
23
22
25

84
96
93
100

100
100
100
100

84%
96%
93%
100%

100

96

93

94

90

373

400

93%

· Maximum

1

2

3

4

Total

Potential

%of Max

25
25
25
25

24
24
23
23

24
23
23
22

24
24
25
20

25
23
23
18

97
94
94
83

100
100
100
100

97%
94%
94%
83%

100

94

92

93

89

368-- - - - - - - · .·400

92%

1

2

3

4

25
25
25
25

-2
0
2
2

-3
1
0
3

-3
1
-2
5

-5
0
-1
7

100

2

1

1

1

SMG
Category
Experience and Qualifications
Management Team
Approach/Methodology
Fee Proposal
Total

.

---·--

Difference (AEG - SMG)
.
.
Category
Experience and Qualifications
Management Team
Approach/Methodology
Fee Proposal

Total

..

·Maximum I.

. .·. ·.

.

..

Total

Potential

-13

100
100
100
100

2
-1
17
5--:

400

.

-13%
2%
-1%
17%
1%

ATTACHMENT 2

~WORLDWIDE

'-..;'_!V_O!,"_./ CONVENTION

ENTERTAINMENT AND
VENUE MANAGEMENT

GREGG CAREN
Son lor VIce Pres:ld<lrll
Stri!lllqlc Busine-ss DovoloPTI'l<llll

P:
F:

610.729.7922
S66.2.\L3483

g~~r<;'n@smgworld.com

SMG's Corporate Offlco I$10cal<t<.lln
suiHn\lan Philadelphia:
300 Conshohocken Stat<~ Road

Ste 770
W<tst Conshohock~n. PA 19428
www.smqworld.com

VIA EMAIL
June 9, 2013
Mr. Miguel Santana
City Administrative Officer
City of Los Angeles
Re:

Appeal of the Recommendation of Award to AEG of the Agreement Pursuant to Request for
Proposals No. 0 II 0-00800-0000: Management and Operation of the Los Angeles Convention
Center for the City_ of Los Angeles

Dear Mr. Santana:
Thank you for giving us an opportunity to compete for the management of the Los Angeles
Convention Center. While we certainly appreciate the consideration that was given to our proposal, we
nonetheless protest the proposed selection of the Anschutz Entertainment Group (AEG). Please consider
this letter to initiate a formal process to reconsider any decision to award the above-referenced contract to
AEG:
I.

SMG was the Sole Responsive Bidder to RFP No. 0110-00800-0000.

The City initially issued RFP No. 0110-00800-0000 on or about December 19,2012, with a
deadline of February 8, 2013, which was later extended. By the response deadline, both SMG and AEG
had submitted timely proposals. However, AEG's bid was substantively non-compliant, as AEG failed to
submit necessary financial documents in accordance with the clearly detailed requirements of the RFP,
and AEG was formally disqualified from the bidding process. Consequently, SMG was the sole
responsive bidder. The City's election nevertheless to permit AEG to submit a new proposal in response
to RFP No. 0110-00800-0000, purp01iing to change its original bid and to correct the material deficiency
in its initial response, improperly afforded special treatment and consideration to AEG, the nonresponsive bidder, and improperly stripped SMG of its status as sole responsive bidder. The ensuing
decision to award the agreement to AEG (the nonresponsive bidder) is improper.
2.

Only SMG has Appropriate and Sufficient Experience and Qualifications, and/or AEG's
Experience and Qualifications are Insufficient to Justify the A ward.

Part VI. D. requires proposers to have "five (5) years experience managing and operating
convention or exhibition facilities in similar markets." AEG, however, failed to satisfY this threshold
requirement. AEG does not manage or operate any "similar facility" in any "similar market." Indeed,
AEG does not operate a single convention or exhibition facility in the United States, and operations in,
e.g., Qatar, can hardly be considered experience in a similar market. Accordingly, AEG either fails to
satisfy the Experience and Qualifications requirements and should have been immediately disqualified, or
in the alternative, should have been awarded only zero or minimal points in this scoring category.
3.

AEG Has a Disqualifying Conflict of Interest.

Compounding (or perhaps the cause of) its lack of experience and qualifications in convention
center management, AEG has an inherent and disqualifYing conflict of interest due to its interest in, and

control of, the JW Marriott/Ritz Carlton Hotels. Indeed, the City's Conflict oflnterest Policy (attached),
promulgated for the Convention Center, specifically identifies the following as conflicts of interest
(among others): "[having a]ny interest in or income from real property located within a one-mile radius
of the Los Angeles Convention Center" and "[p ]roviding hotel services." See Category I, paragraphs A.
and B.Z.v. These conflict of interest rules specifically describe and regulate the precise conflict of
interest that is posed by AEG's interest in surrounding real estate/hotels.
4.
The Scoring System and Application of the Scoring System has
Deprived the Citv of Best Value.
While we await fulfillment of our public records request, we question the manner in which pricing
was incorporated into the scoring system and ultimately scored. First, it is well-understood in the industry
that the true value of professional venue management services, in terms of return to the City of profits and
overall success of the venue, is directly a function of the operator's experience and qualifications, and has
nothing to do with a difference in pricing between, on the one hand, a highly-qualified convention center
operator, like SMG, and on the other hand, an under-qualified operator with no other operations in the
United States. For example, the success of the manager in attracting just one more city-wide convention
would by far outweigh any dollar difference in fees in this case. Second, faced with what is understood to
be minimal difference in pricing and given that the City reserved the right to negotiate a best and final
offer, there should have been no or negligible difference in scoring on the issue of price, with experience
and qualifications bringing far more value, and receiving far more weight, in the selection process. In .
short, the process failed to ensure value to the City by effectively allowing price to trump experience and
other vital factors in this industry sector, and this failure may have deep-reaching implications at the
LACC.
5.

The Evaluation Panel Lacked Proper Expertise.

The Evaluation Panel was insufficient, as it failed to include representatives from the convention
center, convention bureau and/or hotel management industry. Accordingly, the proposals were evaluated
without sufficient industry expertise and consideration of the effects of the decision on the City, the
Convention Center, and affected local businesses and industry groups.
As you know, SMG has made a formal request for documentation concerning AEG's bid and the
bid review process, and has not yet had access to the requested documents (attached). Consequently, we
ask that you stay the award of the Convention Center Management Contract until after we have received
all of the requested information, had an opportunity to supplement as appropriate the bases for protest as
set forth in this letter, and our protest is thereafter fully resolved.
We thank you for your consideration of this appeal and look forward to your response.

~-Gregg Caren
Senior Vice President Strategic Business Development

[DEPARTMENT]
CONFLICT OF INTEREST CODE
Page I of2

Effective Date: _ _ _ __

CITY OF LOS ANGELES
CONFLICT OF INTEREST CODE
Pursuant to the provisions of California Government Code Sections 87300 et seq.,
the [DEPARTMENT] of the City of Los Angeles hereby adopts the following conflict of
interest code.
City officials and employees may not make governmental decisions that affect
their personal financial interests. To help City officials and employees avoid financial
conflicts, each City agency adopts a conflict of interest code pursuant to the Political
Reform Act of 1974 (Government Code sections 81000, et seq.). The Fair Political
Practices Commission has adopted a regulation (2 California Code of Regulations
Section 18730) that contains the terms of a standard conflict of interest code, can be
incorporated by reference, and may be amended by the Fair Political Practices
Commission to conform to amendments to the Political Reform Act after public notice
and hearings. The conflict of interest code contains a "Schedule A", which identifies
each designated position that is charged with making or participating in governmental
decisions, and a "Schedule B", which identifies the economic interests the persons in
those positions must disclose. The terms of2 California Code of Regulations Section
18730, and any amendments to it duly adopted by the Fair Political Practices
Commission, and the attached Schedules in which officials and employees are designated
and disclosure categories are set forth are hereby incorporated by reference and constitute
the conflict of interest code of the [DEPARTMENT].
Each City official (person holding, elected to, or appointed to a designated
position) must submit statements of economic interests that identify the disc losable
interests that he or she held during the reporting period with the agency who will make
the statements available for public inspection and reproduction (Government Code
Section 81 008). Persons with questions concerning the applicability of this conflict of
interest code or potential conflicts of interest should contact the Office of the City
Attorney.
.
In addition to the requirements of this code, City officials are required to comply
with the requirements of state and City law.

[DEPARTMENT]
Effective Date: _ _ _ __

CONFLICT OF INTEREST CODE
Page 2 of2

CERTIFICATION OF APPROVAL OF CODE

I certify that this conflict of interest code was approved by the general manager,
board, or commission of [DEPARTMENT] on------;:::-:--::-----(Date)

(Signature)

(Title)

(Date)

This conflict of interest code was adopted by order of the Council of the City of
Los Angeles on
and is effective as of that date.
(Date)

Frank T. Martinez, City Clerk

BY_ _ _ _ _ _ _~~~----Deputy City Clerk

LOS ANGELES CONVENTION CENTER
CONFLICT OF INTEREST CODE
SCHEDULE "A"- DESIGNATED POSITIONS

CLASSIFICATION

DISCLOSURE
CATEGORY

Commissioner
General Manager

2

Assistant General Manager

2

Senior Management Analyst I, II

3

Management Analyst I, II

3

Convention Center Building Superintendent I, II

4

Chief Clerk

5

Principal Clerk

5

Marketing Manager

5

Event Services Manager

5

Senior Marketing Representative I, II

5

Event Services Coordinator I, II, Ill

5

Public Relations Specialist I, II

5

Chief Custodian Supervisor I, II

6

Building Repairer Supervisor

6

Chief Building Operating Engineer

6

Director of Security Services

7

Chief Security Officer

7

Principal Security Officer

7
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LOS ANGELES CONVENTION CENTER
CONFLICT OF INTEREST CODE
SCHEDULE "A"- DESIGNATED POSITIONS (contd.)

CLASSIFICATION

DISCLOSURE
CATEGORY

Parking Manager

8

Communications Electrician Supervisor

9

Senior Communications Electrician

9

Electrtcian Supervisor
· Senior Electrician

10
10

Principal Accountant I, II

II

Departmental Chief Accountant I, II

II

Auditor

12

Senior Auditor

12

Senior Accountant I, II

12

Senior Plumber

13

Senior Systems Analyst I, II

14

Senior Personnel Analyst I

15

Trust Officer
Consultant

*
**

*

The position listed above manages public investments and will file the Form
721 A Statement of Economic Interests.

**
Whether any individual is a consultant shall be determined by the General
Manager, who also determines which of the above categories is applicable to that consultant.
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LOS ANGELES CONVENTION CENTER
CONFLICT OF INTEREST CODE
SCHEDULE "B" -DISCLOSURE CATEGORIES
GENERAL PROVISION

A designated employee is required.to disclose that he or she is. a director, officer, partner,
trustee, employee or holds any positionofmanagement in a business entity if he or she would be
required to disclose income from that entity. Income includes loans and gifts.

CATEGORY 1

A.

Any interest in or income from real propertylocated within a one-mile radius ofthe Los
Angeles Convention Center.

B.

Any investment in, income from, or business positions with any person or business entity
which:

I.

Manufactures, sells or leases any furniture, supplies, materials, machinery or
equipment of the type utilized by the Los Angeles Convention Center Department;

2.

Provides consulting and/or contractual services, including but not limited to the
following:
a.

crowd handling or control, ticket taking or ticket selling;

b.

security;

c.

electrical and/or electronics installation, maintenance and repair;

d.

audio and visual communication installation, maintenance, and repair;

e.

advertising and public relations;

f.

business services;

g.

customer services;

h.

parking;

I.

food concession, banquet or catering;

J.

booth cleaning;

k.

telecommunication installation;
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Los Angeles Convention Center
COl Code Schedule B - page 4
CATEGORY 1 (contd.)

I.

show management, decorator, .exhibitor and entertainment;

m.

marketing and sales;

n.

office supplies;

o.

room and equipment rental;

p.

computer;

q.

accounting;

r.

restaurant or food catering;

s.

maintenance, landscaping, construction, and repairs;

t.

personal services;

u.

utility services and

v.

hotel services.

3.

Is, within the past twelve months was, or proposes to become a tenant, concessionaire or licensee of the Los Angeles Convention Center Department.

4.

Is or withinthe past twelve months was a competitor of any person or business
entity in any of the above.

5.

Provides any convention-~elated services for which commissions, royalties, or
fees are .received (e.g. vending or service machine location agreements or for the
right to audiotape or videotape any portion of the Department's program for
commercial purposes).

.

.

C.

Any investment in, income from, or business positions with any person or business entity
which designs, lays-out, manufactures, prints, publishes, communicates, or processes
artwork, signs, billboards, and audio visual equipment.

D.

Any investment in, income from, or business positions with any person or business entity
which services the trade/consumer show or convention field (e.g., decorators, chartered
bus lines, drayage firms, equipment rentals, secretarial services, etc.).
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Los Angeles Convention Center
COl Code Schedule B - page 5
CATEGORY 1 (contd.)
E.

Any investment in, income from, or business positions with any person or business entity
which is or has been, within the past twelve months an exhibitor in the Los Angeles
Convention Center.

F.

Any income from:
I.

the Greater Los Angeles Convention and Visitors Bureau.

2.

any person employed by the Greater Los Angeles Convention and Visitors
Bureau.

G.

Any investment in, income from, or business positions with any person, organization or
business entity which is or has b.een within the pasttwelve months, a member ofthe
Greater Los Angeles Convention and Visitors Bureau.

H.

Any investment in, income from, .or business positions with any person or business entity
which engages in land development, construction, or the.acquisition or sale of real
property.

I.

Any investment in, income from, or business positions with any person or business entity
which engages in building design, cleaning, interior and exterior maintenance, and other
building services.

J.

Any investment in, income from, or business positions with any person or business entity
which is an architect, engineer, or a building construction contractor.

K.

Any investment in, or income from a business entity which during the past twelve
months, has proposes to, or currently issues health, accident, property or liability
insurance to the Los Angeles Convention Center Department.

L.

Any income from any individual who is or during the past twelve months was employed
by the Los Angeles Convention Center as General Manager or applied for such
employment.

CATEGORY2
A.

Any interest in or real property located within a one-mile radius of the Los Angeles
Convention Center.

B.

Any investment in, income from, or business positions with any person or business entity
which:
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Los Angeles Convention Center
COl Code Schedule B- page 6
CATEGORY 2 (contd.)

I.

Manufactures, sells or leases any furniture, supplies, materials, machinery or
equipment of the type utilized by the Los Angeles Convention Center
Department;

2.

Provides consulting and/or contractual services, including but not limited to the
following:
a.

crowd handling or control, ticket taking or ticket selling;

b.

security;

c.

electrical and/or electronics installation, maintenance and repair;

d.

audio and visual communication installation, maintenance, and repair;

e.

advertising and public relations;

f.

business services;

g.

customer services;

h.

parking;

I.

food concession, banquet or catering;

j.

booth cleaning;

k.

telecommunication installation;

I.

show management, decorator, exhibitor and entertainment;

111.

marketing and sales;

n.

office supplies;

o.

room and equipment rental;

p.

computer;

q.

accounting;

r.

restaurant or food catering;
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Los Angeles Convention Center
COl Code Schedule B - page 7

CATEGORY 2 (contd.)
s.

maintenance, landscaping, construction, and repairs;

t.

personal services; and

u.

utility services.

3.

Is, within the past twelve months was, or proposes to become a tenant, concessionaire or licensee of the Los Angeles Convention Center Department.

4.

Is or within the past twelve months was a competitor of any person or business
entity in any of the above.

5.

Provides any convention-related services for which commissions, royalties, or
fees are received (e.g. vending or service machine location agreements or for the
right to audiotape or videotape any portion of the Department's program for
commercial purposes).

C.

Any investment in, income from, or business positions with any person or business entity
which designs, lays-out, manufactures, prints, publishes, communicates, or processes
artwork, signs, billboards, and audio visual equipment.

D.

Any investment in, income from, or business positions with any person or business entity
which services the trade/consumer show or convention field (e.g., decorators, chartered
bus lines, drayage firms, equipment rentals, secretarial services, etc.).

E.

Any investment in, income from, or business positions with any person or business entity
which is or has been, within the past twelve months an exhibitor in the Los Angeles
Convention Center.

F.

Any income from:
1.

the greater Los Angeles Convention and Visitors Bureau.

2.

any person employed by the Greater Los Angeles Convention and Visitors
Bureau.

G.

Any investment in, income fi·om, or business positions with any person, organization or
business entity which is or has been within the past twelve months, a member of the
Greater Los Angeles Convention and Visitors Bureau.

H.

Any investment in, income from, or business positions with any person or business entity
which engages in land development, construction, or the acquisition or sale of real property.
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Los Angeles Convention Center
CO! Code Schedule B - page 8
CATEGORY 2 (contd.)

I.

Any investment in, income from, or business positions with any person or business entity
which engages in building design, cleaning, interior and exterior maintenance, and other
building services.

J.

Any investment in, income from, or business positions with any person or business entity
which is an architect, engineer, or a building construction contractor.

K.

Any investment in, or income from a business entity which during the past twelve
months, has proposes to, or currently issues health, accident, property or liability
insurance to the Los Angeles Convention Center Department.

L.

Any income from any individual who, during the past twelve months, was employed by
or applied for employment by the Los Angeles Convention Center Department.

CATEGORY3

A.

Any investment in, income from, or business positions with any person or business entity
which may:
I.

Contract to provide personnel services to the Los Angeles Convention Center;

2.

Lease, sell or otherwise provide published employment tests;

3.

Sell or otherwise provide psychological testing or consulting service;

4.

Provide testing services or background investigation services;

5.

Provide training services under contract or letter of agreement;

6.

Provide facilities or services for the conduct of conferences, seminars or other
training;

7.

Provide an advertising service in the form of newspaper or magazine space or
artistic layout and printing of recruitment materials.

B.

Any income from any employee of the Los Angeles Convention Center or from a
member of the immediate family of such employee.

C.

Any interest in or income from real property located within a one-mile radius of the Los
Angeles Convention Center.
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CATEGORY 4
A.

Any interest in or income from real property located within a one-mile radius of the Los
Angeles Convention Center.

B.

Any investment in, income from, or business positions with any person or business entity
which provides services utilized by or manufactures, sells, or leases any furniture,
supplies, materials, machinery or equipment of the type leased, purchased or contracted
by the Department.

C.

Any income from any individual who, during the past twelve months, was employed by
or applied for employment by the Los Angeles Convention Center Department.

D.

Any investment in, income from, or business positions with any person or business entity
which is or has been, within the past twelve months an exhibitor in the Los Angeles
Convention Center.

E.

Any investment in, income from, or business positions with any person or business entity
which engages in building design, cleaning, interior and exterior maintenance, and other
building services.

CATEGORY5
A.

Any investment in, income from, or business positions with any person or business entity
which designs, lays-out, manufactures, prints, publishes, communicates, or processes
artwork, signs, billboards, and audio/visual equipment.

B.

Any investment in or income from any person or business entity which services the
trade/consumer show or convention field, e.g., decorators, chartered bus lines, drayage
firms, equipment rentals, secretarial services.

C.

Any investment in, income from, or business positions with any person or business entity
which is or has been a tenant or licensee of the Department within the past twelve months
or provides any of the following services:
I.

crowd handling or control, ticket taking or ticket selling;

2.

security;

3.

electrical and/or electronics installation, maintenance and repair;

4.

audio and visual communication installation, maintenance, and repair;
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Los Angeles Convention Center
COl Code Schedule B - page I 0
CATEGORY 5 (contd.)

5.

advertising and public relations;

6.

business services;

7.

customer services;

8.

parking;

9.

food concession, banquet or catering;

I 0.

booth cleaning;

11.

telecommunication installation;

12.

show management, decorator, exhibitor and entertainment;

13.

marketing and sales;

14.

office supplies;

15.

room and equipment rental;

16.

computer;

17.

accounting;

18.

restaurant or food catering;

19.

maintenance, landscaping, construction, and repairs;

20.

personal services; and

21.

utility services.

D.

Any income from any individual, who during the past twelve months, was
employed by or who applied for employment by the Department.

E.

Any income from investment in any business entity or person which provides
public or media relations services.
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COl Code Schedule B -page II

CATEGORY 5 (contd.)
F.

Any income from:
I.

The Greater Los Angeles Convention and Visitors Bureau.

2.

Any person employed by the Greater Los Angeles Convention and
Visitors Bureau.

CATEGORY6
A.

Any investment in, income from, or business positions with any person or
business entity which provides services utilized by or manufactures, sells, or
leases any furniture, supplies, materials, machinery or equipment of the type
leased, purchased, or contracted for by the Department.

B.

Any income from any individual who, during the past twelve months, was
employed by or who applied for employment by either the Administrative
Services or Facility Services Divisions.

CATEGORY7
A.

Any investment in or income from any person or business entity which
manufactures, sells, or provides any security item, communications equipment, or
security services of a type utilized, specified, or contracted by the Department.
B. Any income from any individual who, during the past twelve months, was
employed by or who applied for employment by the Security Division.

C.

Any income from any business entity or person who provides training in security
services.

CATEGORY 8
A.

Any investment in, income from, or business positions with any person or
business entity which manufactures or sells any printing or sign equipment,
parking lot related equipment, traffic counting equipment or vehicles of a type
utilized or specified by the Department.

B.

Any income from any individual who, during the past twelve months, was
employed by or who applied for employment by the Parking Services Division.
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CATEGORY9
A.

Any investment in, income from, or business positions with any person or
business entity which manufactures or sells any audio/visuals or communications
equipment, electrical or electronic equipment and supplies of a type utilized by or
specified by the City of Los Angeles.

B.

Any income from any individual who, during the past twelve months was
employed by or who applied for employment by the Communications section of
the Facilities Division.

CATEGORY 10
A.

Any investment in, income from, or business positions with any person or
business entity which manufactures, sells, or rents any electrical supplies or
equipment to the Department.

B.

Any investment in, income from, or business positions with any person or
business entity which is or has within the past twelve months an exhibitor, or
decorator in the Los Angeles Convention Center or a tenant or licensee of the
Department.

C.

Any income from any individual who, during the past twelve months was
employed by or applied for employment by the Electrical Services section of the
Facilities Division.

CATEGORY 11
A.

Any interest in or income from real property located within a one mile radius of
the Los Angeles Convention Center.

B.

Any investment in or income from any person or business entity which
manufactures, sells, leases, or provides any supplies, equipment or services of the
type leased, purchased, or contracted for by the Department.

C.

Any income from:
I.

The Greater Los Angeles Convention and Visitors Bureau.

2.

Any person employed by the Greater Los Angeles Convention and
Visitors Bureau.
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D.

Any investment in or income from any person, organization or business entity
which is or has been within the past twelve months, a member of the Greater Los
Angeles Convention and Visitors Bureau.

CATEGORY 11 (contd.)

E.

Any investment or income from any person or business entity which is or has
been, within the past twelve months, as exhibitor in the Los Angeles Convention .
Center or a tenant of licensee of the Department.

F.

Any investment in or income from any person or business entity which during the
preceding completed calendar year provided or proposed to provide accounting
services including investment counseling or financial auditing services for the Los
Angeles Convention Center.

CATEGORY 12

A.

Any investment in or income from any person or business entity which
manufactures, sells, leases, or provides any supplies, equipment or services of the
type leased, purchased, or contracted for by the Department.

B.

Any investment in or income from any person, organization or business entity
which is or has been within the past twelve months, a member of the Greater Los
Angeles Convention and Visitors Bureau.

C.

Any investment or income from any person or business entity which is or has
been, within the past twelve months, as exhibitor in the Los Angeles Convention
Center or a tenant of licensee of the Department.

CATEGORY 13
A.

Any investment in or income from any person or business entity which
manufactures, sells, or rents any plumbing supplies or equipment to the
Department.

B.

Any investment in or income from any person or business entity which is or has
been within the past twelve months an exhibitor, or decorator in the Los Angeles
Convention Center or a tenant or licensee of the Department.
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CATEGORY 14

A.

Any investment in, income from, or business positions with any person or
business entity which manufactures, sells, maintains, or distributes computer
systems, hardware and/or software application products or provides computer
consulting services.

B.

Any investment in, income from, or business positions with any person or
business entity which markets computer-based training services or management
services.

CATEGORY 15

Any income from any individual who is or during the past twelve months was employed
by temporarily or permanently or applied for such employment by the Los Angeles
Convention Center Department.
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Sent VIA E-MAIL Tuesday, june 4, 2013 11:48 AM
To: Miguel.santana@lacl!}:.org
Cc: CAOdebt@laffi.y.org; Natalie.brill@lacity.org

Re: California Public Records Act Request for ASAP
Dear Mr. Santana,
This is a request for records under the California Public Records Act.
I request that you make available to me all public records as follows:
• All bidder responses to both requests for proposals ("RFP's") for management of the Los
Angeles Convention Center ("LACC");
• All scoring sheets, notes or internal correspondence relating to evaluating both RFPs;
• All correspondence between the CAO's office (including yourself, Natalie Brill or any other
staff members) and the successful bidder and any of its representatives (including
retained lobbyists, sales personnel and corporate executives), including e-mail,
letters and phone messages, relating to the LACC; and
• All correspondence between the City of Los Angeles and the successful bidder and any of
its representatives (including retained lobbyists, sales personnel and corporate
executives), including e-mail, letters and phone messages, relating to the LACC.
The time frame for such requests should cover from approximately December 20, 2012 (the
approximate issue date of the first RFP) through today.
I am prepared to pay for any cost of copying, shipping, etc. as determined by the City's
normal practice, and would provide our corporate Fed ex account information once the
materials are prepared.
The California Public Records Act requires a response to this request within ten business
days. In addition, given the pending action on this transaction, time is of the essence in
receiving the requested documents. As the RFP responses were also provided electronically,
we can arrange to receive them via email or upload to our FTP site. Should you deny any
request, or any part of the request, please state in writing the basis for the denial, including
the exact statutory citation authorizing the denial.
Best regards,

Gregg Caren
SMG I Sr. Vice President Strategic Business Development
'Iii':+ 1.610. 729.7922

ATTACHMENT 3

2020 Economic Impact

~

·~

BEACON ECONOMICS

r+

This publication was prepared by:

4

BEACON ECONOMICS

Beacon Economics, LLC

Christopher Thornberg, Ph.D.

Jordan G. Levine

Founding Partner

Economist & Director of Economic Research

310.571.3399

424.646.4652

Chris@BeaconEcon.com

Jordan@BeaconEcon.com

And by:

Eric Meux
Senior Research Associate
424.646.4662
Eric@BeaconEcon.com

For further information about Beacon Economics, please contact:

Victoria Pike Bond
Director of Communications
415.457.6030
Victoria@BeaconEcon.com

Or visit our website at www.BeaconEcon.com.

Reproduction of this document or any portion therein is prohibited without the expressed written permission of Beacon

nomics. Copyright ©2012 by Beacon Economics LLC.

Eco~

BEACON ECONOMICS

!ntmcluction
Beacon Economics, LLC has been contracted to provide a report to estimate the economic impact of higher attendance
levels at the Los Angeles Convention Center (LACe) in the City of Los Angeles (the City). This City's strategy to transform
the LACC into a top tier convention center was first discussed in 2010 as part of the City Administrative Officer's (CAO)
Three Year Plan to Fiscal Sustainability. To achieve higher attendance levels the City has a three-pronged approach in
their strategy to transform Los Angeles into a top tier convention destination:
m Enhance the existing LACC Commission

• Hire a private operator to manage LACC
• Optimize LACC policies and procedures
According to the City, enhancing the existing LACC Commission will help in developing and driving the City's strategic plan for tourism and hotel growth. The privatization of the LACC will instill a consistent and industry-professional
partner with client experience on par with top tier convention centers. And finally, optimizing LACC policies and procedures will allow for more nimble decision-making, promote facility operations from a private business standpoint,
and adopt policies that will drive conventions.
In this report, we assume the City is able to implement their strategy successfully such that the higher attendance goals
are realized in 2020. From this assumption we will provide an estimate of the economic impact of higher attendance,
as well as the fiscal impact to the City's transient occupancy tax (TOT) and sales and use tax revenues.
In their plan the CAO has stated attendee goals of 400,000 to 425,000 annual visitors by the year 2020. These attendance figures represent a 68% to 79% increase over the highest recorded annual attendance to date (with the
exception of the 2011 NBA All Star Game year). Where these visitors come from will play a crucial role in determining
the overall economic impact for the City, given that out-of-town event attendees will contribute more to the City's
economy than will local attendees. This stems from the fact that much of what local attendees would spend on lodging, food and beverages, retail, and recreation in the course of attending an LACC event would be substituted with
other local spending if the event were not to occur. In contrast, the City would forgo a substantial amount of new
spending in these areas from non-local attendees if the same event were not to occur.

Methodology
We will consider three attendance scenarios in our analysis. The first is a "baseline" scenario assuming 250,000 LACC
attendees in 2020. Currently, the highest annual LACC attendance for the years 2009-2012 is 238,000 in 2011, so the
baseline scenario represents the best the Convention Center has been able to do with the current management structure. The second scenario assumes 400,000 LACC attendees in 2020 and is on the low end of the CAO goals. The third
scenario assumes 425,000 LACC attendees and represents the upper end of the CAO 2020 attendee goals.
To estimate the economic impact of higher event attendance levels at the LACC, we have conducted an empirical study
of the linkage between convention attendance and hotel room nights and hotel room revenues connected with the
LACC. To make our projections, we consider data on historical attendance, number of events, hotel room night stays,
hotel room revenues, and average daily room rates.
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Calculating event attendance and corresponding

Los Angeles Convention Center Attendance

room nights per event involves some assumptions

City of Los Angeles, 1996 to 2020

due to data limitations. Using the average ratio be-

450,000-

I~

~

tween attendance and room nights for the years

!

lij 350,000-

2009-2012, we are able to impute past attendance

'0

using historical data on number of events per year as
well as hotel room nights for the years 1995-2008.

«

I

c

Jg 250,000-

.

~ 150,000-

-'

.

50,000-

tendee. The fact that this ratio is less than one room

,

1995

per attendee is because many event attendees are lo-

'
2000

'
2005

Imputed Attendance
High Projection
Baselne Projection

cal and do not require lodging. With this information,
we can then estimate the number of room nights as-

I
.

C)

This ratio works out to roughly 0.85 rooms per at-

1

'
2010

'

2015

'
2020

~ Recorded Attendance

:--:::·:::···.:.-"!

Low Projection

Source: Los Angeles Tourism and Convention Board
and Beacon Economics Estimates

sociated with the CAO projections and subsequent
TOT revenues that can be expected following the
higher levels of attendance at LACC events.

The second stage of the empirical analysis will look at the secondary impacts of higher event counts and attendance.
This analysis will attempt to identify the specific amount of additional spending in the local economy that will be generated as a result of higher attendance and more hotel room nights. This portion ofttie analysis will utilize the IMP LAN
modeling system to calculate the direct, indirect, and induced effects that can be expected as a result of the proposed
change.
Using data on event attendee direct spending, we are able to produce a high and low estimate based on the variation between spending patterns at different events. The difference in attendee spending will vary depending on the
proportion of attendees that are local versus non-local. Non-local event attendees will introduce more new spending
into the local economy than will locals, since non-locals must pay for all lodging, food, and transportation costs, while
much of the money locals will spend in relation to the event is simply a substitute for money that would have already
been spent locally. Our high and low estimates, combined with the three attendance scenarios, will produce a range
of outcomes within which we can expect the actual economic impact to fall.

Resu~ts
To simplify the analysis, all results are presented in 2012 dollars. According to PKF, the average daily room rate for
the downtown Los Angeles area is $170.62. From this figure, we can estimate the amount of hotel revenue that can
be expected for the three attendance scenarios. Applying the City TOT rate of 14%, we can then calculate the TOT
revenues the City can expect under each scenario. In our baseline scenario, we find that the City can expect to receive
$5.1 million in TOT revenues from 250,000 annual LACC attendees, which corresponds to 212,500 hotel room nights.
In our low estimate, we find that the City can expect an additional $3.1 million in TOT revenue from an additional
150,000 LACC attendees over the baseline scenario, which corresponds to an additional 127,500 hotel room nights.
In our high estimate, we find that the City can expect an additional $3.5 million in TOT revenue from an additional
175,000 LACC attendees, which corresponds to 148,750 additional room nights.
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City of Los Angeles Projected TOT City Revenues
Attendance
250,000
400,000
425,000

Room Nights
212,500
340,000
361,250

TOT
$5,075,945
$8,121,512
$8,629,107

Source: Beacon Economics Estimates

Using our data on high and low spending in conjunction with our three attendance scenarios, we are able to estimate
the amount of sales and use tax the City can expect. In the baseline scenario, we project that the City would receive
$441,475 in sales and use tax revenue on the low end and $489,235 on the high end. With respect to the CAO goal of
400,000 annual LACC attendees, the City can expect to receive an additional $256,064 to $293,540 in sales and use
tax revenue over the baseline scenario, and for the CAO goal of 425,000 annual LACC attendees, the City can expect
to receive an additional $309,032 to $342,464 in sales and use tax revenue over the baseline scenario.

City of Los Angeles Projected Sales and Use Tax Revenue
Attendee and Spending Scenario
Low Spending
250,000 Attendees
High Spending
Low Spending
400,000 Attendees
High Spending
Low Spending
425,000 Attendees
High Spending

City Sales Tax Revenue
$441,475
$489,235
$706,359
$782,775
$750,507
$831,699

Source: Beacon Economics Estimates

The direct spending by event attendees will have both indirect and induced effects on the local economy. The detailed
results for the total impact are presented in the table below. For the CAO goal of 400,000 annual LACC attendees, the
City can expect to see the number of full-time equivalent jobs to increase by anywhere from 949 to 1,378 over the
baseline scenario, depending on the level of overall spending by event attendees. We project labor income to increase
by $35.8 million to $53.5 million, and total economic output to increase by $92.5 million to $144.8 million over the
baseline scenario. With respect to the upper end of the CAO attendee goals (425,000), the City can expect to see an
increase in full time equivalent jobs by anywhere from 1,018 to 1,608 over the baseline scenario. The City can also
expect labor income to increase by $41.8 million to $62.4 million, and total economic output to increase by $107.9
million to $168.9 million over the baseline scenario.

lACC 2020 Economic Impact

3

BEACON ECONOMICS

Convention Center Economic Impact Results
Attendee and Spending Scenario
250,000 Attendees
400,000 Attendees
425,000 Attendees

Employment

Labor Income

Output

Low Spending

1,582

$59,608,155

$154,198,913

High Spending

2,297

$89,083,774

$241,299,294

Low Spending

2,531

$95,373,032

$246,718,217

High Spending

3,675

$142,534,048

$386,078,881

Low Spending

2,690

$101,333,846

$262,138,100

High Spending

3,905

$151,442,425

$410,208,812

Source: IMPLAN, Calculations by Beacon Economics

While we have provided the specific estimates for TOT and sales and use tax revenues as a result of event attendees,
we must also estimate the tax revenues that secondary economic impacts will generate as a result of the privatization
ofthe LACC. The estimates of TOT and sales and use tax revenues shown above are only the tax revenues realized from
direct spending by attendees. Downstream effects from event attendee spending will yield additional tax revenues.
The table below details the total tax revenue the City can expect from all sources, primary and secondary, as a result
of event attendee spending. Note that these totals include the TOT and sales and use tax estimates from above. With
respect to the lower end of the CAO attendee goals, the City can expect an additional $6.6 million to $10.5 million in
tax revenue over the baseline scenario, and with respect to the higher end of the CAO attendance goals, the City can
expect an additional $7.7 million to $12.3 million in tax revenue.

City of Los Angeles Project Total Tax Revenue
Attendee and Spending Scenario
250,000 Attendees

400,000 Attendees

425,000 Attendees

Total Revenue

Low Spending

$10,938,935

High Spending

$17,487,631

Low Spending

$17,510,343

High Spending

$27,969,241

Low Spending

$18,604,739

High Spending

$29,717,319

Source: IMPLAN, Calculations by Beacon Economics

Condusion
By and large, the economy of the City of Los Angeles will see a substantial benefit as a result of higher attendance
at the convention center if the new management structure is able to meet the CAO attendance goals in 2020. With
respect to the range of scenarios we have examined, the City can expect an additional $3.1 million to $3.5 million
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in TOT revenues and $256,064 to $342,464 in sales and use tax revenues. These results reflect the tax revenues the
City will receive above and beyond the baseline scenario of 350,000 attendees, which is the highest level of annual
attendance under the current management structure.
The local economy will also benefit greatly from the secondary impacts generated by the increase in spending from
tens of thousands more event attendees each year. We estimate that the number of full-time equivalent jobs in the
City will increase by anywhere from 949 to 1,608 over the baseline scenario, depending on the increase in the number of LACC attendees and the consequent increase in overall attendee spending. At the same time, we estimate that
labor income will increase by $35.8 to $62.4 million, while total economic output will increase by $92.5 million to

$168.9 million. These secondary economic impacts will generate additional tax revenue for the City, which will bring
the total tax revenue generated from LACC events anywhere from $7.7 million to $12.3 million above current levels.
One final consideration is that the City of Los Angeles is already a world-class tourism destination, and thus it is entirely
pos.sible that our estimates of the benefits of higher annual LACC attendance are very conservative. The data used in
our analysis may not capture an increase in spending on tourism activities, and the resulting increase in TOT and sales
and use tax revenues, that would result if non-local attendees choose to add vacation spending to their LACC event
budgets.

Appendix
IMPLAN Methodology
The 1M PLAN modeling system combines the benchmark input-output accounts of the U.S. Bureau of Economic Analysis with other data to construct quantitative models of trade flow between businesses, and between businesses and
final consumers. From this data, we can examine the effects of a change in one or several economic activities to predict the outcome on a specific state, regional, or local economy (impact analysis). The IMP LAN input-output accounts
capture all monetary market transactions for consumption in a given time period. The IMP LAN input-output accounts
are based on industry survey data collected periodically by the U.S. Bureau of Economic Analysis and follow a balanced
account format recommended by the United Nations.
IMPLAN's Regional Economic Accounts and the Social Accounting Matrices will be used to construct regional-level
multipliers that describe the response of the relevant regional economy to a change in demand or production as a
result of the proposed statutory initiative. Each industry that produces goods or services generates demand for other
goods and services, and this demand is multiplied through a particular economy until it dissipates through "leakage"
to economies outside the specified area. 1M PLAN models discern and calculate leakage from local, regional, and state
economic areas based on workforce configuration, the inputs required by specific types of businesses, and the availability of inputs in the economic area. Consequently, economic impacts that accrue to other regions or states as a
consequence of a change in demand are not counted as impacts within the economic area.
The model accounts for substitution and displacement effects by deflating industry-specific multipliers to levels well
below those recommended by the U.S. Bureau of Economic Analysis. In addition, when estimating the impact of
household spending, multipliers are applied only to personal disposable income to obtain a more realistic estimate of
the multiplier effects generated by increased demand. Importantly, 1M PLAN's Regional Economic Accounts exclude
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imports to an economic area, so the calculation of economic impacts identifies only those impacts specific to the economic impact area, as determined by the purchasing patterns of the industries where changes in output are occurring.
1M PLAN calculates this distinction by applying the area's economic characteristics described in terms of actual trade
flows within the area. The current version of 1M PLAN not only identifies what proportion of inputs are purchased
locally, but also determines where inputs are sourced from that are not obtained within the local economic area. This
enables a user to estimate the impact of a spending increase in one economy on other nearby economies and to
determine how increased economic activity in those areas in turn impact the original study area.
Impact studies operate under the basic assumption that any increase in spending has three effects: First, there is a
direct effect on that industry itself, resulting from the additional output of goods or services. Second, there is a chain
of indirect effects on all the industries whose outputs are used by the industry under observation. These are the impacts generated by a business's supply chain. Third, there are induced effects that arise when employment increases
and household spending patterns are expanded. These impacts follow from the additional income that is earned in
the course of producing this output, both by employees in the target industry and in those supplying it.
It is clear that there are several components to the overall economic impact. First, there is an effect on value added
-the net increase in the overall value of the local economy. Value added is the total increase in an industry's output
less the cost of any intermediate inputs, and it is commonly used to measure an industry's contribution to local gross
product. Value added consists primarily of labor income, but also includes indirect business taxes and other property
income. The secondary and tertiary effects of the industry on the rest of the local economy are not very large. Second,
there is an impact on local employment, with the single-largest share of jobs created in the industry itself, and the
others spread throughout the study area's economy. Third, there is the increase in output, where the difference be- .
tween value added and output is that the former concentrates on various earnings, while the latter includes the costs
of intermediate inputs. National income accounting avoids double counting by excluding the costs of intermediate
inputs.
It is also important to note that capital investments made on different types of projects can lead to different multipliers. Why? A sector can have a large multiplier if it induces economic activity in industries whose employees have
a high propensity to spend from take-home pay. Also, if the sector does not import many materials from abroad or
from out of state, then its multiplier effect on the local economy will be high. In essence, some of the spending in the
local economy may "leak out" into other states and countries. If raw materials are imported, then a change in a local
sector's level of production will result in a commensurate change in economic activity abroad. The same is true if a
California business buys inputs from firms in different states.
Our analysis using input-output accounts is based on three important assumptions. First, there are constant returns
to scale. This means that a 10% cut in spending will be ten times as severe -across every sector in the economy -as
a one percent cut. Second, there are no supply constraints. This means that any marginal increase in output can be
produced without having to worry about bottlenecks in labor markets, commodity markets, or necessary imports.
This assumption is quite realistic in a free-market economy like California's where there is some unemployment. It is
even more reasonable in times of high unemployment, such as the present economic environment, because there are
many underutilized resources that can be activated without detracting from other industries or businesses. Third, the
flow of commodities between industries is fixed. This means that it is not possible to substitute in the short-run the
many different inputs that go into the target industry.
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About Beacon !Economics
Beacon Economics is an independent economic research and consulting firm with offices in Los Angeles and the San
Francisco Bay Area. We deliver economic analysis and data sites that help our clients make informed, strategic decisions about investment, growth, revenue, policy, and other critical economic and financial issues. Our nationally
recognized forecasters were among the first to predict the collapse of the housing market and foretell the onset and
depth of the economic downturn that followed. Our core areas of expertise include economic and revenue forecasting,
market and industry analysis, economic impact studies, economic policy analysis, and international trade analysis.
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• Victoria Pike Bond
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