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REPORT FROM

OFFICE OF THE CITY ADMINISTRATIVE OFFICER

Date: December 13, 2013 CAO File No. 0150-10126-0000
Council File No.
Council District: 15

To: The Mayor
The City Council

From: Miguel A. Santana, City Administrative Offi~ t.u-
Reference: Correspondence from the Harbor Department dated November 26, 2013; referred

by the Mayor dated December 2, 2013

Subject: PROPOSEDORDER NO. 13·7147 TO APPROVE A LEASE WITH ROCKEFELLER
PHILANTHROPYADVISORS,INC.WITHA SUBSEQUENTLEASEASSIGNMENTWITH
THE CALIFORNIA NONPROFIT PUBLIC BENEFIT CORPORATION, KNOWN AS
ALTASEA, FORTHE DEVELOPMENTOF AN URBAN MARINERESEARCHCENTER
AT THEPORTOFLOSANGELES'CITYDOCKNO.1

SUMMARY

The Harbor Department (Port) Board of Harbor Commissioners (Board) requests approval of
Order No. 13-7147 authorizing the Port to enter into Lease No. 904 (Lease), a 50-year Lease with
Rockefeller Philanthropy Advisors, Inc. (RPA) and AltaSea to develop and implement an urban,
marine research center (MRC) at the Port of Los Angeles (POLA) City Dock NO.1. This Lease
also authorizes the Port Executive Director to initiate discussions to finalize the lease with the
involved stakeholders. The POLA's City Dock No.1 is a 100 year-old pier, in much need of repair,
on the LA Waterfront in San Pedro, on a degraded site formerly used for port warehouses and
wharf space. The Lease with RPA will support a subsequent lease agreement with an
independent California non-profit benefit corporation, known as AltaSea at the Port of Los
Angeles (AltaSea), for the development of a public promenade and interpretive center, where
research can be conducted and also used to educate the general public. The proposed Lease is
for a term of 50 years, from approximately 2013 to 2063. The proposed Lease will grant up to
35.62 acres, over 11 parcels of POLA property, including 4,510 linear feet of water frontage, for
the development and use of the MRC. In addition, the Lease establishes opportunities for public
access, free programming and economic development prospects.

DISCUSSION

AltaSea hired RPA as its fiscal sponsor until AltaSea has time to create its own infrastructure and
obtain tax exempt status. RPA is a nonprofit philanthropic services firm that advises and
manages over $280 million in annual giving. Through this non-profit organization, AltaSea would
hopefully be able to solicit additional fund raising and the significant capital funding required for
developing and maintaining the MRC. The Port states that the Lease requires that RPA assign
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the Lease to AltaSea, which is being incorporated currently within the first 12 months for the sole
purpose of developing the MRC. The Lease will provide that the RPA be released of all liability
upon assignment of the Lease to AltaSea. In June 2013, the RPAlAltaSea (Tenant) announced
that it would name the project, "AltaSea at the Port of Los Angeles." Although the AltaSea is using
its name in the project, the Port states that AltaSea is independent of the Port. The Port states
that RPAlAltaSea will explore the possibilities of non-profit and for-profit businesses being located
at and near the MRC facility to foster investment in marine science and engineering ventures and
collaboration among the academic researchers and the maritime industry.

The Port states that the 50-year Lease term is in the best interest of the POLA and essential for
AltaSea to successfully solicit and obtain the philanthropic donations necessary for the
redevelopment of the POLA site. According to the Port, AltaSea will be acting as a property
manager during the term of the Lease and thus the property will be available to other users. The
Port will retain control and use of the parcels prior to the Tenant accepting any of the 11 parcels
that are available. The Lease allows, without further Board review, the Tenant to sublease certain
portions of the property to potential educational, public and governmental agencies for a term not
to exceed 10 years. The Tenant may submit a five-year sublease to the Board for their
consideration for other types of tenants which may want to sublease property.

The Lease requires that AltaSea construct certain improvements and establish cost estimates for
minimum Tenant capital investment requirements and preliminary conceptual project
expenditures for project Berths 56-60 and 69-71 (See Attachment No.1). AltaSea is required to
commit the following development cost range (in 2013) for MRC and related projects: 1) $408
million in minimum financial capital investment; and 2) $549 million in preliminary conceptual plan
development costs. The projects will include the redevelopment of the historic warehouses at City
Dock No.1, construction and maintenance of the MRC and the interpretative center and public
promenade and other facilities. In addition, the Port could spend up to $209.6 million in capital
investment to redevelop and improve the facilities in the Berths 56-60 area, particularly for wharf
and ground improvements. The proposed Lease will include no capital investment requirements
for the Port related to Berths 69-71. In addition to the $209.6 million, the Lease will require the
Port to provide up to $127.2 million in rent credits to offset the Tenant capital commitment to
redevelop the City Dock No.1 Project and other projects, for a total cost of approximately $336.8
million. The Port states that the proposed Lease will result in combined total capital investment
expenditures for both the Port and AltaSea between $617.6 million to $758.6 million, minus the
rent credits.

The proposed Lease requires the AltaSea to invest in the redevelopment of City Dock No. 1 into
the MRC. The Port states that MRC will accommodate colleges and universities, government
research agencies and businesses to conduct marine research and education and develop
technologies and other specialized projects. The Port states that the AltaSea Project could create
jobs, draw new industries to the City, provide educational opportunities and enhance the POLA
as one of the leading trade gateways in the United States.

RPAlAltaSea hired consultants, Kosmont Companies (Kosmont), to perform a fiscal benefit
analysis to evaluate the potential economic benefits of AltaSea. In the report, construction of
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Berths 56-60 would create an estimate of 4,190 direct and indirect construction-related jobs, with
a direct economic impact of approximately $464 million. Improvements to Berths 69-71 is
estimated to create 2,384 direct and indirect jobs, with a direct economic impact estimated at
$263 million. Kosmont estimates that MRC will create approximately 386 direct, full-time jobs.
Kosmont also estimates with the sublease and buildup of the other land parcels, as many as
1,348 direct and indirect ongoing, operational jobs could be created. Other indirect benefits to the
community that could not be fully documented and quantified were identified as possible growth
through business attraction in tourism and visitor spending, and residential demand. The Lease
includes a provision to post entry level positions with local workforce development agencies, and
use, as much as possible, local facilities and venues within the City.

Deviation from Port's Standard Leasing Policy and Conclusion

The Port is requesting to deviate from the Port's Leasing Policy and standard practice due to the
partnership required to redevelop the City Dock No. 1 site into the proposed MRC and in
consideration of AltaSea accepting all liability retroactively to the effective date of the Lease.
According to the Port, deviations from its Leasing Policy will include the following; solicitation of
competitive proposals; provisions for releasing the tenant from obligations under the lease;
Security Deposits; tenant's requirement to demolish Tenant improvements; and, Rate-of-Return
(ROR) targets. The Port states that it will be unable to terminate the Lease unilaterally but will
have termination provisions related to certain Tenant non-performance provisions and not
meeting certain scheduled goals and objectives in the Lease (See Attachment No.2). The Port
states that there is no financial ROR for the proposed lease agreement with AltaSea. However,
the Port has included provisions for the Tenant to provide multiple non-monetary compensation
services and public benefits. In addition, the Port states that it can leverage its investment with
AltaSea because of the reuse plans for the City Dock No.1, and redevelopment of a degraded
wharf and historic warehouses on Berths 57-60 into what is anticipated by the Port to be a world-
class urban marine research center and a waterfront public promenade.

The majority of the POLA's Portfolio is comprised of Port-owned, tenant-operated facilities. The
targeted ROR in the Port's Leasing Policy is 10 percent ROR on the value of land and 12 percent
ROR on the value of improvements for facilities. The two respective ROR rates are blended
(weighted), using various financial analyses of cash flow estimates to obtain a targeted ROR,
such as revenue, operating expenses, and land market values. Pursuant to the POLA Leasing
Policy, the Port states if the Tenant accepts all the Berth 56-60 parcels, AltaSea's minimum
annual rent would be approximately $1.4 million. However, the 50-year term of the proposed
Lease will likely be offset by the Tenant with the $127.2 million (in 2013 dollars) in rent credits.
According to the Port, there could be conceivably no direct financial return on the Port's
investment, resulting in a ROR of zero. As stated, the Port is requesting to deviate from its Policy
for the Lease with RPAlAltaSea because of the benefits related to the MRC and other projects, as
stated in the Board Order No. 13-7147 and this Report. The benefits include the Tenant's
reinvestment of gross receipts into the site, capital investment, and the public and economic
benefits provided by the project.
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In conclusion, the Port states that the MRC is consistent with the Port's Waterfront Development
Plans, Master Plan and activities associated with other non-profit 501(c)(3) entities. In addition,
the presence of the MRC is projected to support City agencies to promote the long-term
development and growth of the Port by establishing and expanding functional areas for Port
facilities and operations, and not duplicating other non-profit activities. The Port states that the
Lease for AltaSea includes multiple contingencies and safeguards in case the project does not
develop as planned by AltaSea. The estimated project revenue required from fundraising and
Port appropriations may encounter future economic or financial challenges that may delay or may
not be sufficient to complete the projects. This may occur in the event of unanticipated expenses
related or unrelated to AltaSea for all the stakeholders. Thus, it is uncertain if the Port would be
burdened with more of the budget and cost after construction has begun. AltaSea will establish a
public-private partnership that is expected to mitigate these potential problems and transform the
POLA's City Dock No.1 site into the MRC. The Port states that AltaSea will provide a significant
amount of the capital funding required for the improvements and will be responsible to fund most
of its on-going operational costs. The Lease stipulates that MRC be self-sustaining and perform
management, maintenance, and support of the site. The Port requires that any subsequent or
future project phases and expenditures are subject to Board consideration and approval.

The Port states that the 50-year lease provides the leverage and is fundamental to raising the
needed finances to fund the MRC and other related project activities. In addition, the Port will
retain control and use of the parcels prior to the Tenant accepting possession of any the 11
propriety parcels. According to the Port, the lease allows the Tenant to sublease the properties
for a maximum of a 10-year period, without any further Board review. The prospective sub-
leaseholders could include SCMI, California colleges or universities, state or federal agencies,
and other non-profit or for profit companies. The Port has established procedures to review the
proposed subleases to maintain consistency with City rules and requirements. We request that,
consistent with increasing the transparency of City activities, the Port modify the procedures to
defer the approval of the subleases until they could be discussed at a Board meeting.

RECOMMENDATION

That the Council, subject to approval by the Mayor:

1. Approve the request by the Harbor Department (Port) Board of Harbor Commissioners
(Board) authorizing Board Order No. 13-7147; and in accordance with Charter Sections
607(a) and 654(a)(1) and 371(e)(10), make a finding that proposed Lease No. 904
(Lease), is in the best interest of the City, and approve the Port to enter into a 50-Year
Lease with Rockefeller Philanthropy Advisors, Inc. (RPA)/AltaSea and a subsequent lease
assignment with an independent California non-profit benefit corporation, to be known as
AltaSea (AltaSea) at the Port of Los Angeles (POLA) to: A.) develop and implement an
urban, educational, marine research center (MRC), and related projects, at the POLA City
Dock No.1, on a site formerly used for port warehouses and wharf space, and B.)
authorize the Port Executive Director to initiate discussions to finalize the lease with the
involved entities; and
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2. Requests that the Port forward to the Board of Harbor Commissioners the proposed
sublease agreements for discussion prior to their approval.

FISCAL IMPACT STATEMENT

The Harbor Department (Port) proposed 50-Year Lease No. 904 (Lease) with Rockefeller
Philanthropy Advisors, Inc. (RPA) and AltaSea will develop and implement an urban marine
research center (MRC), and public promenade and interpretative center on the Port's City Dock
No.1, a site formerly used for port warehouses and wharf space. The proposed Lease will grant
up to 35.62 acres, including 4,510 linear feet of water frontage, to develop and use for the MRC.
The Lease includes a combined total of AltaSea and Port capital investment of between $617.6
million to $758.6 million. The Port will provide $209.6 million in capital investment to redevelop
and improve the facilities for wharf and ground improvements. In addition to the $209.6 million,
the Lease will require the Port to provide up to $127.2 million in rent credits to offset the capital
commitment by AltaSea, for a total Port investment of approximately $336.8 million. AltaSea's
required to commit a minimum capital investment financial investment of $408 million up to
approximately $549 million for the MRC.

TIME LIMIT FOR COUNCIL ACTION

Pursuant to Charter Section 654(a)(1), "Limitation on Franchises, Permits, Licenses and Leases
(Maximum Use of Water Frontage)," unless Board approved by a four-fifth vote and Council
approval by a two-thirds vote, no person, firm or corporation to use in excess of 3,000 feet of
water frontage; and, Charter Section 607(a), "Limitation on Franchises, Concessions, Permits,
Licenses and Leases," Mayor and Council approval is required for the term of a permit or lease
agreement that exceeds 30 years and is determined to be in the best interest of the City. Council
may, by a two-thirds vote, subject to Mayoral veto, or three-fourths vote over the veto of the
Mayor, authorize a term up to 50 years or according to federal and state law, and pursuant to
Charter Section 606, "Process for Granting Franchises, Permits, Licenses and Entering into
Leases," unless Council takes action disapproving a contract that is longer than five years within
30 days after submission to Council, the contract will be deemed approved.



CAOFileNo. PAGE
0150-10126-0000 6

FINDINGS

Relationship between RPA and AltaSea

Currently, AltaSea is connected to the RPA, a nonprofit philanthropic services firm that advises
and manages over $280 million in annual giving. The non-profit organizations would hopefully be
able to solicit additional fund raising and the significant capital funding required for developing
and maintaining the MRC. In January 2013, an AltaSea Advisory Cabinet was established to help
provide guidance on negotiating the lease terms and as a precursor to the establishment of the
AltaSea Board of Trustees (Board of Trustees). Once the Board of Trustees is established, they
will select a chief operating officer to manage the AltaSea Project, anticipated in the first part of
2014.

RPA has been hired by AltaSea as its fiscal sponsor, until AltaSea has time to create its
infrastructure and obtain tax exempt status. The Port states that the Lease is initially with RPA,
but requires that RPA assign the Lease to AltaSea, which is being incorporated for the sole
purpose of developing the MRC within the first 12 months. The proposed Lease will subsequently
provide that the RPA is released of all liability upon assignment of the Lease to AltaSea. In June
2013, the Tenant announced that it would name the project, "Alta Sea at the Port of Los Angeles."
Although the AltaSea is using its name in the project, the Port states that AltaSea is independent
of the Port. RPA has tax exempt status and AltaSea is currently pursuing to operate as a tax
exempt, non-profit organization upon filing appropriate applications and receiving approval from
the Internal Revenue Service (IRS). The Port states that the process to achieve full non-profit, tax
exempts status can take up to 18 months. The Advisory Cabinet has initiated discussions with
Southern California Marine Institute (SCMI), marine related businesses, philanthropic entities and
local and federal legislators to participate in the MRC.

The Port states that the RPNAltaSea will explore the possibilities of non-profit and for-profit
businesses being located at and near the MRC facility to foster investment in marine science and
engineering ventures and collaboration among the academic researchers and the maritime
industry. Additional funding is needed to coordinate and organize efforts from users, tenants,
sponsors, investors, participants and management for the personnel and facilities. AltaSea and
the Port will be seeking donations and applying for grants from potential stakeholders and
interested participants. The Port believes that the MRC will eventually transcend and expand its
activities from marine research to commercialization.

Lease with RPNAltaSea

The Port is requesting to deviate from its standard Leasing Policy in consideration of AltaSea
accepting all liability related to the MRC and other projects, retroactively to the effective date of
the Lease. The Port's request includes entering into a Lease with RPNAltaSea without a
competitive process in order to better redevelop the City Dock No.1 site into the proposed MRC.
Pertaining to this Lease, the Port has determined that it is not applicable to require the standard
Lease terms, requirements, and conditions to AltaSea, including a security deposit and standby
letter of credit. RPNAltaSea (Tenant) will not be required to demolish the buildings it constructs
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upon the Lease expiration or early termination. However, the Tenant must establish an annual
renovation fund used to update the facility every 10 years. This renovation is over and above
regular maintenance responsibilities. As a non-profit focused solely on implementing the MRC,
AltaSea has the ability to raise the capital and operational funding necessary to implement and
sustain the MRC. The Port states that it will be unable to unilaterally terminate the Lease, but
have termination provisions related to certain Tenant non-performance and not meeting certain
scheduled goals and objectives in the Lease (See Attachment No.2).

The Port states that the proposed Lease requires Tenant to invest in the redevelopment of the
currently degraded City Dock No.1 into a MRC. The proposed action is for approval of a 50-year
Lease between the Port and RPAlAltaSea to redevelop Berths 56-60 and Berths 69-71 into a
MRC and related operations. The Lease with the Tenant includes plans to establish a MRC
through a collaborative, public-private partnership that will bring together researchers and
scientists from major colleges and universities, philanthropic firms, government agencies and
industries. The MRC is expected to transform the POLA's City Dock No.1 into an outlet to study
and develop innovative global solutions to benefit marine research and potentially diversify uses
for trade and commerce. The 4,510 linear feet of waterfront dock and wharf space for the Tenant
will include direct harbor and ocean access for government, academic, and business sub-tenants,
and public waterfront access. According to the Port, the 50-year lease term with Tenant is
needed, in part, to raise the necessary capital from many diverse sources and organizations and
demonstrate the long-term commitment, benefit and viability for the MRC.

In October 2012, the Board certified the final EIR and approved the redevelopment of POLA's
City Dock No. 1 for the MRC Project. The Port states that AltaSea Project would position the City
and Port as a premier location for addressing ocean-related environmental issues important to
southern California and other parts of the nation. The Tenant and related operations will include
the following services and public benefits: MRC Project, in-kind services, marine research; lab
and related office spaces; job creation; public programming; public access to MRC, general
economic development; a public promenade and tidal gardens, subleasing of land parcels and
rnaintenance of most facilities and the interpretative center. According to the Port, AltaSea will
feature circulating sea-water labs, offices, classrooms, support facilities, an interpretative center
(approximately 20,700 square feet), development of the largest seawater wave tank to study
tsunamis and rogue waves, in the world, and the Southern California Marine Institute (SCMI).

SCMI is an alliance of 11 major universities in Southern California. The Lease allows the Tenant
to sub-lease to SCMI, colleges or universities, or other state/federal agencies for a maximum of
ten years, without any further Board review. In addition to SCMI, the Tenant has received support
from the Annenberg Foundation, and advice and input from area academic and research
institutions, local aquariums, business leaders, environmental organizations and community
groups in San Pedro and Wilmington. The proposed MRC and SCMI will include facilities for the
respective stakeholders (i.e., universities) to conduct marine research and education, and to
develop technologies regarding such activities as the depletion of the world's fisheries, reduction
of air and water pollution, and other marine-related activities. The MRC will provide shared
infrastructure, such as storage areas and vessel berthing facilities, which will benefit all users by
avoiding duplicative expenses and minimizing on-going operational and maintenance costs.
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The Port states that the proposed Lease supports the strategic plan for the AltaSea MRC Project,
while complying with other Board, State, and City policies and regulations, such as the Los
Angeles Administrative Code (LAAC), City Charter, the State Tidelands Trust Grants, POLA Tariff
No.4, and the Port's Master Plan. According to the Port, the Tidelands Trust Act was amended to
provide for recreational opportunities and projects included in the AltaSea lease.

Employment and Economic Benefits for the AltaSea Project

The Port states that the AltaSea Project could create jobs, draw new industries to the City,
provide educational opportunities and enhance the POLA as one of the leading trade gateways in
the United States. RPAlAltaSea hired consultants, Kosmont Companies (Kosmont), to perform a
fiscal benefit analysis to evaluate the potential economic benefits of AltaSea. As a result of its
analysis, Kosmont estimates included the following economic benefits and costs of $727 million
for the initial and subsequent phases of the AltaSea Development Program. The Port states that
the $758.6 million contained in the Board report is the most accurate and was updated after the
completion of the Kosmont report. In the report by the Port, results of its analysis is that
construction of Berths 56-60 will create an estimated 4,190 direct and indirect construction-
related jobs, with a direct economic impact of approximately $464 million. Improvements to
Berths 69-71 is estimated to create 2,384 direct and indirect jobs, with a direct economic impact
estimated at $263 million.

Kosmont estimates that the MRC will create approximately 386 research related, full-time jobs
that will generate as much as $98 million. Kosmont also estimates with the sublease and buildup
of the other land parcels, as many as 1,348 direct, indirect and induced ongoing, operational jobs
could be created, with a total direct economic impact of approximately $290.3 million in the initial
and subsequent phases of the project. In addition, general fund revenues for the City should be
generated from ongoing sales, utility user and business license taxes, and city and sales taxes
(i.e., cafe and gift shop sales). Other indirect benefits to the community that could not be fully
documented and quantified were identified as possible growth through business attraction in
tourism and visitor spending, and residential demand. In summary, the Kosmont report states that
the AltaSea Project is expected to produce "significant ongoing economic activity primarily from
tourism and technology development for the community, City and region, which will result in
increased levels of employment and tax revenues." According to the Port, the Lease includes a
provision to post its entry level positions with local workforce development agencies, and use, as
much as possible, local facilities and venues within the City.

The projected cost to develop the AltaSea Project is estimated at more than $500 million with an
estimated completion date over a 15 to 20-year timeframe. The 15-20 year development period is
the suggested timeframe to raise the required funds to complete the MRC. Phase No. 1 of the
AltaSea Project is estimated to cost approximately $155 million, with a 2018 completion date, and
is expected to create an estimated 1,087 construction jobs. The Port's funding commitment is
expected at $32 million for site-related capital investments and the balance would come through a
gift from the Annenberg Foundation (RSA) of $25 million, and other private philanthropic
donations. Phase No.2 is expected to provide an additional 4,161 construction jobs. According to
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the Port, for every $1 million invested in research at AltaSea, it will create an estimated average
of nine direct jobs and for every $1 dollar invested in education, an estimated $5.43 will be
generated for the state economy.

POLA and RPAlAltaSea Finances

The Lease requires RPAlAltaSea to develop each major property (land) parcel, with a preliminary
design for all the land parcels. AltaSea is required to commit a minimum capital investment
financial investment of $408 million. In addition, AltaSea's expenditures for its preliminary
conceptual plan development costs will be approximately $549 million for the MRC and related
projects. The projects include the redevelopment of the historic warehouses at City Dock No.1,
construction and maintenance of the MRC and interpretative center and the public promenade
and other facilities. The Port states that the Lease includes a minimum AltaSea investment
requirement, which will result in a combined total of AltaSea and Port capital investment of
between $617.6 million to $758.6 million. According to the Port, AltaSea's conceptual plans
exceed the minimum amount, but depending upon fundraising success, they could modify their
plans to be less costly. In no instance would the amount be below the minimum investment
requirement. Attachment No.1 provides a summary of the Lease capital investment in 2013
dollars and a list of proposed development projects and cost estimates, with the minimum capital
investment and preliminary conceptual plan costs for the Port and AltaSea.

The Port could spend up to $209.6 million in capital investment to redevelop and improve the
facilities in the Berths 56-60 area, particularly for wharf and ground improvements. Inclusive of
this amount is the Lease requirement for the Port to perform Berth 57 wharf and ground
improvements at an estimated cost of $57 million. In addition to the $209.6 million, the Lease will
require the Port to provide up to $127.2 million in rent credits to offset the Tenant capital
commitment to redevelop the City Dock No. 1 project and develop the public promenade, making
the total Port investment to the AltaSea Project approximately $$336.8 million.

The proposed Lease provides that the Tenant will receive rent credits in the amount of $127.2
million for the redevelopment costs of the historic warehouses and development of the public
promenade. RPAlAltaSea can apply the rent credits to pay for Minimum Annual Rent (MAR) for
all land parcels. The Tenant will start ,to pay MAR approximately six years following their
acceptance or occupancy of the land parcels. The rent credits will expire with the expiration or
termination of the lease. The Lease will provide for rent credits for Tenant costs to redevelop
Berths 57-60 warehouses and the public promenade, which the Tenant can use to offset rental
payments. The redevelopment and renovations to Berths 57-60 and Berths 69-71 will improve the
diminishing, underused and deteriorating facilities, and the remediation of soil and groundwater
contamination. The Lease requires constructing certain improvements and establishing capital
investment requirements for tenants. Attachment No. 1 provides a list of development projects
and cost estimates (minimum capital investment and preliminary conceptual plan costs) for the
Port and AltaSea.
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Phasing of Parcels and Rent Credits

AltaSea must comply with performance criteria and accept parcels within specified time frames.
The development of the parcels is phased in, and the Tenant cannot move on to subsequent
parcels unless they have completed development and initiated operations of the previously
accepted parcels (See Attachment I). This is considered as a safeguard for the Port. The Port
states that the Lease addresses the potential risk of AltaSea and its projected financial capacity
by providing for the phasing (or scheduling) of parcels, with minimum criteria that must be met by
AltaSea prior to taking possession of any parcels. The Lease requires the Tenant to construct
certain improvements and establishes minimum Tenant capital investment requirements.
Pursuant to the Lease, the Port states that the Tenant's access to the negotiated land parcels will
be contingent on evidence of the necessary capital being available to fund required
improvements. The Tenant requires 50 percent of the cost estimates if Port improvement capital
is not required and 75 percent of the cost estimates for improvements if the Port improvement
capital is required. Funding for redevelopment will be considered and improved by the Board as
stipulated in the Lease.

The Port states that RPA/AltaSea will largely act as a property manager and will be responsible
for administering the site, including joint facilities. AltaSea will be able to enter into subleases with
the following: academic, governmental, nonprofit and marine research and educational entities;
marine-related businesses developing new technologies, products and research activities. The
Port will retain control and use of the parcels prior to the Tenant accepting any use of the parcels.
Attachment No. 2 provides an overview of the RPAlAltaSea phasing schedules and parcels
description, timeframes and capital responsibilities by the Port and AltaSea.

The total lease of 35.62 acres includes 11 property parcels that will be phased in at the option of
the AltaSea, provided that the minimum criteria in the Lease have been met. The 11 parcels
include land, water, wharves, and warehouses. As a non-profit, AltaSea will have the necessary
authority to raise capital and operating funds to implement and sustain the MRC. The proposed
deviation of the leasing policy will include periodic review of market values updating to pricing for
various types of real property assets. In addition, the Port has instructed that any deviation from
stated policy requirements be brought before the Board for consideration and approval.

The proposed Lease requires that the Port construct certain improvements and provide rent
credits in the total amount of $127.2 million to RPAlAltaSea and other tenants for development of
the properties. The Port states that the ROR is little or nothing for the Lease. The Port also states
that the area is degraded and, since it is currently not leased, there has been very little revenue
potential for the site. According to the Port, Berths 69-71 are contaminated and it may take a
number of years to remediate the area and make it viable to generate revenue. Other projects
such as the public promenade and historic building preservations are considered non-generating
areas. The Port states that rent credits would off-set the costs for some of the facilities and parcel
areas. For example, the Port states that the Mayor and Council approved the Southern California
International Gateway (SCIG) facility, including rent credits for contamination remediation costs.
The Port states that rental credits are fundamental to AltaSea taking responsibility for the capital
development and on-going maintenance of the public areas, generally developed and maintained
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by the Port. If the rent credit is not approved for AltaSea, they probably would not be able to
provide the capital and proceed with the Lease and MRC project.

CITY COMPLIANCE AND ENVIRONMENTAL ISSUES

The City Attorney has reviewed and approved the proposed Lease and Order as to form and
legality. In October 2012, the Board approved an EIR for a 30-year lease agreement to operate
with RPNAltaSea to manage the MRC. The Port spent approximately $2 million on the
environmental review and preliminary engineering studies and conceptual design work. The
Board subsequently approved an addendum to the EIR that extended the lease agreement to a
50-year term, as a result of confirmed information to the lease timeframe. According to the Port,
the addendum to the EIR updates the project description and does not result in or cause any new
significant impacts or changes from the previously adopted EIR. Therefore, the Port
Environmental Management Division states that neither a subsequent or supplemental EIR, as
defined under the California Environmental Quality Act (CEQA) Sections 115162 and 15163, is
required. All feasible mitigation and lease measures and project conditions are incorporated in the
proposed Lease.

The proposed Lease is in compliance with City requirements and ordinances except as
mentioned in this Report and contained in the proposed lease agreement. Since the proposed
Lease is a property lease, the request by the Port is not subject to the Charter Section 1022
provisions. However, the Port states that it will make CS 1022 findings related to any Port
contracts for design and construction services related to its responsibilities under the lease.
Pursuant to Charter Section (CS) 371(e)(10), "Competitive Bidding, Exception," Council approval
is not required. The Port states that the use of competitive bidding would be undesirable and
impractical for the planned redevelopment of City Dock No. 1 site due to the public, private and
philanthropic partnership that must be developed and sustained over the 15-20 year development
period to raise funds and create a collaborative partnership. However, the Port states that
contracts for construction will be competitively bid consistent with City and Port policy and
requirements. In addition, the Port states that the Lease requires that the Tenant performs
competitive bidding for those portions of the development that rental credits would be issued.

Pursuant to Charter Section (CS) 654(a)(1) and CS 607(a), "Limitation on Franchises, Permits,
Licenses and Leases," Board approval is required by a four-fifth vote and Council approval by a
two-thirds vote, to anyone person, firm or corporation to use in excess of 3,000 feet of water
frontage; and CS 607(a), "Limitation on Franchises, Permits, Licenses and Leases," Mayor and
Council approval is required for the term of a permit or lease agreement that exceeds 30 years
and is determined to be in the best interest of the City. Council may, by a two-thirds vote, subject
to Mayoral veto, or three-fourths vote over the veto of the Mayor authorize a term up to 50 years
or according to federal and state law.

Attachment
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ATTACHMENT NO. i

LEASE NO. 904 WITH RPAIALTASEA FOR DEVELOPMENT OF AN
URBAN MARINE RESEARCH CENTER AT CITY DOCK NO.1

Department cost estimates for Harbor Department capital development responsibilities,
All costs are presented in 2013 for consistency in comparison purposes,

Table l' Lease Capitallnvestment Summary in 2013 Dollars
Harbor Tenant Development Cost Range

Department

Project Element Minimum Preliminary
Development Capital Conceptual Plan

Costs Investment Development
Required Costs

Berth 56 (ParceI1A) .

InterpretiveDenterlA.JblicPromenade $0 $34,000,000 $46,222,359

Berth 57 (Parcel2A)

Wharf RepairslGroundhrprovements $28,027,189 $0 $0
Signal Street hrprovements $8,251,968 $0 $0
RemediationSOiVGroundwaterlBuildingMateriar $6,000,000 $0 $0
Post 2013 BuildingCede RequirementsCentingency- $15,000,000 unknown unknown
Warehouse 57 Redevelopmentto Research

$0 $48,000,000 $64,963,053qenterlA.JbHcPromenade
Total Berths 56:57 "Cash" Capital Expenditures $57,279,157 ,. $82,000,000 $111,185,412

Berths 58·60 (Parcel 3 & 4)
Wharf RepairslGround'hrprovements $143,395,000 $0 $0
Signal Str...,t Irrprovements $2,941,000 $0 $0
RemediationSoiVGroundwaterlBuildingMateriar $6,000,000 $0 $0
Warehouses 58·60 Redevelopment to Research

$0 $130,000,000 $174,198,199Denter/A.JbHcPromenade
Total Berths 58·60 "Cash" Capital Expenditures $152,336,000 $130,000,000 $174,198,199

Berths 69·70 (Parcels 5 & 7)
New BuildingslOtherSite Irrprovefl1E1ntslRemediationof

$0 $67,000,000 $90,434,514BundingMaterials
Total Berths69·70 "Cash" Capital Expenditures . $0 $67,000,000 $90,434,514

Berths 70·71 (Parcels 6) .
.

New BuildingslOtherSite Irrprovementsl Remediationof
$0 $129,000,000 $173,191,748Building.Materials

Total Berths 70·71 "Cash" Capital Expenditures $0 $129,000,000 $173,191,748

Total "Cast." Capital Expenditures $209,615,157 $408,000,000 $549,009,873

HARBOR08'T. + TENANT TOTAL CASH CAPITAL COSTS $617,615,157. $758,625,030
;* . . .. .., Remediationneeds, ff any, are unknown. Harbor Departmentremediationcosts capped at $6 O1IIIIon. ,
r"Pc)s(::201S'Bui<iiiigCOde' rOquiri;;renicostscappe,fiiis1Tinillioii:······· ·- ...0··········· - ..•.."-'·'1
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