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5th Avenue Landing and Tailgate Park Site Options

Two additional sites were evaluated as part of the current study. The first, identified as
the 5th Avenue Landing site, is located immediately behind the loading docks of the
Phase 11 expansion and San Diego Bay. The second site identified as the Tailgate Park
site is located east of Petco Park along Park Boulevard.

The Tailgate site evaluation found that an active earthquake fault ran through the middle
of the proposed site. Six different concepts were evaluated however the site was
eliminated as feedback from convention center clients indicated the facility would not
meet their primary needs of a contiguous space and was located too far from the current
facility to be considered for use by large clients needing more space than currently exists
in the current convention center.
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Additionally, it was determined that to be marketable the Tailgate site would require a
minimum of 400,000 square feet of exhibit space as well as meeting space. However, the
bulk and scale of a facility of the size necessary to meet the program was deemed as
another fatal flaw. The renderings below show the required size and scale of two
scenarios in context with the current size and scale of Petco Park. As a result, the
Tailgate Park site was eliminated as a viable alternative.

Tailgate Park Bulk and Scale Diagrams

The 5th Avenue Landing site plan was identified as the recommended site location for the
proposed expansion program. Two design concepts using the 5th Avenue site were
studied and presented, one that provided a larger facility, however the building would
impact the Hilton leasehold. The second concept provided a somewhat smaller facility
using only land within the Fifth Avenue Landing leasehold. After reviewing the required
mitigations necessary to build on the larger site, it was eliminated for consideration.

A conceptual plan (Concept A) showing how the expansion would fit on the site was
presented. The site was preferred for a number of reasons including:

* Allows for an expansion adjacent to the current facility that allows large groups to
utilize the entire building for a single show as well as allowing for multiple large
events to use the facility concurrently;

* Provides a functional and direct connection to the existing facility;

* Adds visitor and resident serving retail along the waterfront promenade;

* Creates improved access to and from the facility from the bayside and the Hilton
Bayside;

48


PT
Line

PT
Line


* Improves the waterfront views of the facility by screening loading docks;
* Improves pedestrian access to and from the waterfront.

Site Plan: Concept A

Securing the 5" Avenue Landing Site

The San Diego Convention Center Corporation is in a year-long due diligence process
with the Unified Port of San Diego to secure the 5th Avenue Landing leasehold which is
on Port tidelands. If the 5th Avenue Landing site is not secured, it will eliminate the last
remaining option for an expansion that is contiguous to the current facility.

Suggested Expansion Program Elements

Concept A incorporates the following major programmatic leasable spaces in five levels:

Expansion Specifications ~ Square Feet & Height
Total Square Feet of the Exhibition Hall on Level 2 197,665 sf
Total Square Feet of the Meeting Rooms 108,000 sf
Square Feet of Ballroom Space 80,000 sf
Retail Space (Ground level and 5" floor) 49,400 sf
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| Overall Building Height 1154’|

Source: Tucker Sadler, HNTB

Architects and design consultants advising the Task Force presented a proposal for a
feasible contiguous expansion on the 5th Avenue site.

Project Overview

Convention Center Expansion

Gross square footage 1,266,719 GSF
Building cost $710.8 million
Pedestrian bridge cost $41.9 million
Total Cost $752.7 million
Annual retail revenue est. $4.01
Construction begins January 2012

Source: Piper Jaffray Co., Convention, Sports, and Leisure Intl.
Notes: Construction cost estimates provided by DavisLangdon; Retail revenue estimates provided by
London Realty Group; Hotel operating pro-forma provided by PKF Consulting.

Expansion Conceptual Floor Plans
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Hotel Program

A new hotel program has also been discussed and initial information has been provided
by consultants, but the Task Force is not making a recommendation with respect to the
hotel as part of the report to the Mayor. The Task Force has not determined whether or
not construction of a hotel is essential for the success of the expanded convention center.
As a result, the materials presented to the Task Force on the proposed Hotel Program will
not be included in the body of the report but will be included in the attachments.
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V1.) Financing Options

Finding: It is the view of the Taskforce that various financing options have
been identified and evaluated relative to Convention Center Expansion.

Mayor Sanders asked the Task Force to determine the estimated cost of an expansion and
identify possible financing options. Specifically, the charge was:

* Toidentify and evaluate various financing options for an expanded
convention center that relies mainly on revenues generated by the
Convention Center and/or related developments or enhancements.

The advisors were asked to consider these fundamental assumptions when analyzing the
financing:

* Do not utilize any General Fund revenue not currently utilized or obligated for
Convention Center Bond debt service, capital replacement or marketing support.

* Revenue for expansion must come from sources that benefit from the expanded
Center.

* Revenue available for the Center expansion would not otherwise be available for
other civic purposes as these funds will only be available due to a direct
measurable benefit.

Financial advisors and construction consultants to the Task Force determined the
following cost estimates for the proposed expansion and pedestrian bridge.

Construction Cost Estimates ($000) ’

Convention Pedestrian Total
Center Bridge
Construction Costs $560,792 $33,104 $593,896
Escalation $26,055 $1,538 $27,593
Design Fees and Bond $42,546 $2,512 $45,058
Owner soft costs including land $81,450 $4,808 $86,258
Total $710,8473 $41,962 $752,805

" As of July 6, 2009.
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Convention Center Funding Requirements

Construction Cost Estimates ($000)

Convention Pedestrian Total
Center Bridge
Construction Costs $560,792 $33,104 $593,896
Escalation $26,055 $1,538 $27,593
Design Fees and Bond $42 546 $2,512 $45,058
Owner Soft Costs including $81,450 $4,808 $86,258
land
Total $710,843 $41,962 $752,805
Sources and Uses of Funds ($000)
Convention Pedestrian Total
Center Bridge
Sources:
|Bond Proceeds | $716,081 $42,313 $758,394]
Interest Earnings $9,155 $541 $9,696
Total $725,236 $42,854 $768,090
Uses of Funds:
Project Fund Deposit $710,844 $42,000 $752,844
Capitalized Interest -- -- --
Other Reserve Funds -- -- --
Costs of Issuance $14,392 $854 $15,246
Total $725,236 $42,854 $768,090
Annual Debt Service Cost (1) $57,010
Projected Annual Retail Revenues ($4,013)
Net Annual Funding Requirement $52,997

(1) Assumes pledged revenue sources and any additional support generate a A/A2 bond rating.

Potential Funding Sources

The firms of PiperJaffray and Convention, Sports and Leisure, Intl. were retained to help

the Task Force:
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* |dentify and evaluate potential and practical revenue sources;
* Estimate order of magnitude of identified revenue sources;

* Research financing methods of comparable projects;

* Prepare hypothetical plans of finance; and

* Identify and evaluate alternative financing options.

Following their initial presentation to the Task Force on June 15, 2009, the Task Force
requested the consultants revise their project assumptions by narrowing the range of
funding options to those that had a “nexus” to the Convention Center and were visitor
related. Based on that presentation, and additional input from Task Force members who
asked that other key funding sources be considered, the Task Force compiled a
spreadsheet detailing the potential funding sources. The Task Force makes no
representations to the accuracy of these revenue assumptions but has presented them for
illustrative purposed based on the testimony presented to them. In addition to the various
tax and fee options presented, the Task Force also identified three public entities, the
Unified Port of San Diego, CCDC and the County of San Diego, that should be
considered as possible sources of funding for an expansion.

Broad Base Funding Options
e City or Countywide increase in TOT
* City or Countywide increase in sales tax
* Assessment of special sales tax on food and beverage sales (City or Countywide)

Targeted Funding Options
* Create Tourism Improvement District — additional TOT tax based on proximity to
CC (i.e., San Francisco)
* Assessment of food and beverage tax on restaurants near CC
* Extension/Increase in TMD assessment

Additional Tourist Specific Charges
e Rental car surcharge
* Ticket tax on certain tourist activities (Zoo, Sea World)
* Ticket tax on sports and concert events at Petco Park, Cricket Wireless, Cox
Arena
* Charge on taxicab airport drops/pickups

Property Based and Other Options
* Citywide or Countywide parcel assessment
* Tax increment financing
» State or County government financial assistance; Unified Port of San Diego,
CCDC.

Possible Revenue Sources (to Meet Bond Obligation)

56


PT
Line

PT
Line

PT
Line

PT
Line

PT
Line

PT
Line

PT
Line

PT
Line

PT
Line

PT
Line

PT
Line

PT
Line

PT
Line

PT
Line

PT
Line


Source Type of Revenue

Adjacent, New Convention Center Hotel Residual cash flow

Convention Center Retail Net income

Convention Center Hotel Business Improvement District | By geographic proximity to Center
Assessment
Convention Center Entertainment District Assessment All non-hotel businesses, by
geographic proximity to Center
Convention Center Restaurant Business Improvement By geographic proximity to Center
District Assessment
Convention Center Parking District (BID) By geographic proximity
Convention Center Taxi District Drop-off/Pick-up Surcharge
Rental Car Surcharge

Convention Center Service Contractor Fee
Incremental Convention Center Parking Fees 100% of all above 2007 baseline
Contribution of Land from Unified Port of San Diego

Source: Piper Jaffray Co., Convention, Sports, and Leisure Intl.
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Possible Revenue Sources

(The task force makes no representations to the accuracy of these revenue assumptions
but has presented them for illustrative purpose based on the testimony presented to the

task force.)

Funding
Source

Description

Revenue
Amount

Tax, Fee
or
Assess

Approving
Authority

Actions Needed to
Implement

businesses.
(Assuming 60% sales
are food) Percentage
of gross food sales:

Citywide TOT | Citywide increase of 1% $14,700,00 Special City TOT requires submit to Voters,
TOT vs. TMD 2% $29,400,000 Tax 2/3 approval.
Citywide BID 3% $44,100,000 TMD TMD requires TMD members
Members vote 50+%
Downtown Downtown increase 1% $5,160,000 Special City TOT requires submit to Voters,
TOT of TOT vs. TMD 2% $10,320,000 Tax 2/3 approval.
3% $15,480,000 TMD TMD requires TMD members
Downtown Members vote 50%+
TMD
Extend or Extend or increase % assessment Assessme | City/TMD Amend/prepare new assessment
increase existing TMD not defined nt members engineer's report; follow state law
existing TMD and local ordinance procedures
for voting on amended plan and
related assessment
Create new Create new % assessment Assessme | City/proposed | Engage in assessment district
Convention Convention Center not defined nt BID members | formation process per state law
Center BID BID and local ordinance
Conv. Center Adjacent hotel $ $0 Business | City, Port, Majority approval by each agency
Hotel net profit | Coastal
Commission
approval
Conv. Center 40,000 sq. ft. Retail $ $0 Business City, Port, Coastal Commission
Retail component net profit approval
Entertainment Business % no district Assessme | City/ BID 50%+ vote of BID members
District BID Improvement District has been nt members
Assessment for all non-hotel defined
businesses
Restaurant Business .05% $720,000 Assessme | City/ BID 50%+ vote of BID members
District BID Improvement District | 1% $1,440,000 nt members
Assessment for all non-hotel
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Parking BID A. Hybrid of BID % Option not Assessme | City/ BID 50%+ vote of Parking BID
Assessment - model to provide defined nt members members
for specific greater revenue
parking B. Only incl. parking
jurisdiction contractors/business
that can self assess
C. Inclusion of
parking companies in
entertainment BID
Taxi District - Drop Off/Pick Up $ No $ analysis | Fee City City Council vote subject to
Drop Off/Pick Surcharge Mayoral veto
Up (1 0of 2)
Taxi District - Airport pick-up/drop $1 $1,500,000 Canbea | City; subject Tax-submit to voters
Airport off surcharge: $3 $4,500,000 tax or fee | to limitations,
Taxicab pick- per trip $5 $7,500,000 if any, of Fee-City process
up/drop off (2 airport
of 2) authority's
jurisdiction
Rental Car Rental Car Surcharge: | $1 $1,150,000 Canbea City: also Tax - submit to voters
Surcharge per rental $5 $5,750,000 tax or fee | potentially
$10 $11,500,000 | dependin | Port District Fee- Processed per City
gon and/or Airport | department request/Council
primary Authority approval (may not be applicable
purpose to rental operations on Port
(revenue District/Authority lands)
or
regulatio
n)
Service Service Contractor fee | 2% No $ analysis | Fee San Diego Convention Center
Contractor Fee | (gross sales in the Corporation, City
CC)
Parking Fees Incremental parking 100% No $ analysis | Fee City; Port of San Diego
fees (of all above '07
baseline)
Downtown Tax on food/beverage | 1% $2,400,000 Special City (except Tax-submit to 2/3 voter approval
food and sales in vicinity of 2% $4,800,000 Tax City cannot
beverage sales Convention Center 3% $7,200,000 impose it's
tax own tax on
alcoholic
beverage
sales)
Ticket Ticket surcharge $1 $5,000,000 Canbea | City (may be Tax - submit to 2/3 voter
surcharge (tourist attractions) $3 $15,000,000 | tax or fee | subjectto approval
(tourist $5 $25,000,000 limitations in
attractions) leases or other | Fee- City Process
contractual
agreements)
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Ticket tax/fee Ticket tax/fee on $ No $ analysis | Canbea | -PETCO Tax-submit to 2/3 voter approval
(venues) particular venues (e.g. tax or fee | governed by
PETCO park, Cricket agreement Fee-City process
Amphitheater, Cox between City
Arena) and Padres
limiting new
taxes, fees or
assessments

- Cricket
located in
Chula Vista,
CA

- Cox Arena
on property of
CSUSD; may
be able to
impose tax on
types of
business
conducted
there

Source: Piper Jaffray Co., Convention, Sports, and Leisure Intl.

Public Agencies

Funding Description Revenue Tax, Fee  Approving Actions Needed to
Source Amount or Authority Implement

Assess
ment

Port of San Land, rent $ Port of San Majority approval by Port
Diego concessions, other Diego
general funding
CCDC Tax increment $ Unkown CCDC, City | CCDC Board, City Council
financing of San
Diego
County of General $ Unkown Board of Board Vote
San Diego Supervisor
Support

Source: Piper Jaffray Co., Convention, Sports, and Leisure Intl.

Visitor Related Funding Options

B Lodging & Restaurant i ~ Funds Generated
Citywide TOT or TMD 1% $14,700,000
Citywide TOT or TMD 2% $29,400,000
Citywide TOT or TMD 3% $44,100,000
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Downtown TOT or TMD 1% $5,160,000
Downtown TOT or TMD 2% $10,320,000
Downtown TOT or TMD 3% $15,480,000
Downtown F&B Sales Tax 1% $2,400,000
Downtown F&B Sales Tax 2% $4,800,000
Downtown F&B Sales Tax 3% $7,200,000

Transportation Unit ~ Funds Generated
Rental Car Surcharge $1 per rental $1,150,000
Rental Car Surcharge $5 per rental $5,750,000
Rental Car Surcharge $10 per rental $11,500,000
Surcharge — Airport Taxi $1 per trip $1,500,000
Surcharge — Airport Taxi $3 per trip $4,500,000
Surcharge — Airport Taxi $5 per trip $7,500,000
B Other i Unit ~ Funds Generated

Ticket Surcharge (Tourist $1 per ticket $5,000,000
Attractions)

Ticket Surcharge (Tourist $3 per ticket $15,000,000
Alttractions)

Ticket Surcharge (Tourist $5 per ticket $25,000,000
Attractions)

Total Funding Requirements ($000)

Funding Requirements:

Convention Center & Pedestrian Bridge $52,997

Hotel Residual (Stabilized Year) (8,995)
Total Requirements 544,002

Coverage Factor: Requirement
1.25x 55,000
1.50x 66,000




Opportunity Costs

* During Task Force meetings the issue of “opportunity costs” related to spending
$759 million on an expansion versus other economic development activities was
raised and discussed. The charge limited the Task Force to focus on the
convention center and the merits of expansion. In identifying possible funding
sources to pay for an expansion, the Task Force focused on identifying funding
that would be tied to increased economic activity from events in the expanded
facility. As aresult, the revenues would not otherwise be available for other civic
purposes as these funds will only be available due to a direct measurable benefit

from an expansion.
Impact of Various Tax Increases on San Diego’s Competitiveness

Lani Lutar, President and Chief Executive Officer of the San Diego County Taxpayers
Association presented an analysis of Price Elasticity of Demand. She raised concerns
during the August 4™ meeting that new taxes could make San Diego less competitive.
Lutar provided a comparison of how San Diego tax rates tied to hotels, rental cars and
restaurants would compare to San Diego’s competitive convention cities if a range of
possible revenue sources were adopted.
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VIl.) Potential Economic Impact

Finding: It is the view of the Taskforce that expansion of the Convention
Center is feasible and that new jobs will be generated.

The mission of the Task Force as established by Mayor Sanders was to evaluate and
recommend the necessary steps required to ensure San Diego’s ability to protect and
expand local jobs and retain and enhance its current market position in the convention
and meeting industry.

Municipal convention centers are primarily developed to stimulate new direct spending
and economic impact in a city and metropolitan area. What is “new” about this spending
is that it would not take place in the city if the convention center and related
infrastructure was not built. Most of this spending results from event attendees and
delegates that are based outside the region visiting the area as a result of an annual event
or an event that rotates into the city. Spending is also generated by event managers and
corporate exhibitors who spend on show services. These show services are often
provided by local union labor.

According to the Task Force’s economic consultants the additional economic impacts
from an expansion are projected to be significant.® Although these estimates are based on
a facility slightly larger than the proposed expansion program (225,000 sq. feet of exhibit
space vs. 198,000 sg. feet), the projections provide a reasonable estimate of the economic
impacts of a proposed expansion.

Economic Impacts

~ Economic Impacts

' Annual Direct Spending $372 Million
Annual Countywide Economic Impact $698 Million
New Permanent Jobs Created 6,885 jobs

Source: Piper Jaffray Co., Convention, Sports, and Leisure Intl.

& Assuming an expansion of 225,000 square feet of exhibit space and a total of 1,219,400 square feet of
indoor rentable space.
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Hotel Sector and City Tax Revenues

Tax Revenues

Annual Gross Room Sales for Hotels $155.6 Million
Annual Transient Occupancy Tax $16.3 Million
Annual Sales Tax $0.8 Million
Annual Direct City Tax Revenues $17.1 Million

Source: Piper Jaffray Co., Convention, Sports, and Leisure Intl.
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VIIL.) Public Comments and Letters

Finding: To encourage public comment on the convention center project by
holding meetings at locations and times accessible to the public.

A range of concerns were raised from the public in letters and public testimony. These
issues included:

* That the building expansion might block views to the bay.

* That it might take public space for private events.

* Any reduction in park space.

* There is a water shortage and it would require more water to operate.

* That we ensure any expansion follow US Green Building Council’s LEED

certification for environmental standards.

Below are excerpts from some of the public comments and letters to the Task Force.

June 26, 2009

I saw power point phase 3 expansion of SDCC, | believe the hotel project between sdcc and south
embarcadero park is a LOUSY LOUSY idea it kills the view and the openness san diego citizens
enjoy, | visit seaport village and park 2-3 times a week and walk up and down the promenade. The
hotel should go to tailgate park or surrounding vicinity.

Sammy Tejani

June 22, 2009
Attention: Cheryl Kendrick & Stephen Cushman

In the Sunday Union-Tribune, the editorial espouses moving to a realistic funding plan. Let’s take
a step backward first and look at the whole idea more realistically.

The editorial — and, indeed, the entire development proposal — is predicated on the falsehood that
the expansion “...would be a boon to the hotel industry...” which would benefit from increased
bookings generated by a larger Convention Center. The project proponents argue that "if we build
it, they will come." But this is truly a belief with no hard evidence to back it up. There are only a
few mega-conventions at the top of the pyramid; there are many more smaller conferences further
down the scale.

...Continued tech advances are diminishing the need for business travel; large convention
attendance is sharply reduced; San Diego hotel bookings are down by about one-fourth; the W
hotel has just gone into bankruptcy — when was the last time that happened, especially in San
Diego? It is obvious that the very nature of the convention industry is changing; San Diego must
adjust with it, not simply continue with outdated brick-and-mortar expansions.

...Increasing the TOT to 14.5% would make San Diego’s rate higher than Las Vegas (13%), New
York City (13.25%) or even LA (14%). Is that fair?
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It is growing ever clearer that no viable market exists for an expanded convention center for the
foreseeable future.

Michael-Leonard
Creditor

May 27, 2009
Attention: Cheryl Kendrick & Stephen Cushman

... | for one recommend that additional individuals and organizations be identified who might take
a more balanced position and be asked to present to the Task Force as well. This will create a
much more transparent process in making a recommendation to the Mayor.

One of the charges is:

* To identify key issues related to public access, resource conservation and waterfront
enhancement

To my knowledge this charge has not been addresses yet and will be one that many memebers of
the public will be interested in. The existing CC and the subsequent expansion have done an
outstanding job of walling off the waterfront from the City. Additional in today's climate of
limited natural resources, water shortages and climate change, the way the Convention center
positions itself will become extremely imporatnt. is it possible to have a LEED Platinum facility?
What about a zero carbo footprint? How WILL the public access the waterfront?

In the recent Red Bull races citizens were removed from the Convention Center steps. Are we to
expect more of the same?

What about traffic, parking, bus staging accomodation?

Any expansion of the CC must not cost the City. Subject any agreements to an independent
analysis with public vetting.

Charles Kaminski

May 27, 2009
Attention: Cheryl Kendrick & Stephen Cushman

1. COMPOSITION OF THE TASK FORCE This group is supposed to represent diverse interests
of San Diego. Taxpayers, the Convention Center’s fellow port tenants, the hospitality industry,
organized labor, the business and economic development community are here. However, there is
nobody to represent the fiscally conservative position of not expanding. Only one person on the
panel possibly represents anti-development viewpoint — Ms. Takvorian. This lack of true
representation has the effect of turning the panel into a virtual “kangaroo court,” totally biased in
favor of expansion before even beginning its work...

Michael-Leonard
Creditor
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May 26, 2009
Attention: Chairman Steve Cushman

Subject: Privatizing Paradise: Comments to Convention Center Expansion Task Force

...Having created a massive concrete wall on the south embarcadero, we proceeded to exacerbate
the problem with the first center expansion in the early part of this decade. Now your task force,
the convention center corporation and many private parties who stand to make money if the center
is further expanded, propose to spread the malignancy by paving over and blocking off even more
publicly owned tidelands on downtowns waterfront.

Once again, the public’s right to access its own downtown bayfront tidelands would be overridden
by special interests seeking to cordon off public space for private gain. Eventually we will have
paved over every square inch of the south embarcadero in the name of profits. Imagine if the City
of San Diego were to fence off Balboa Park and charge citizens to go there. What you are doing is
far worse then that, since downtown’s waterfront is a unique place. | know of no other waterfront
city in the world that has worked so hard to wall off its bayfront from its own citizen’s to benefit
private profit-making interests.

Don Wood

May 7, 2009

To the members of the Mayor's Task Force Convention Center Expansion Proposal

| object to the Convention Center Expansion Proposal because it will continue to the walling off of
the bay and designate more of our public tidelands to private enterprise. The latest studies report
that there is no need for convention expansion especially in this economic climate. Thank you for

the opportunity to comment.

Cathy O'Leary Carey

Comments and Letters in Support of the Expansion

All of the Public Comments and Letters are posted on this web site:
http://www.conventioncentertaskforce.org/MCTFdocs-letters.shtml

Convention Center Critic on San Diego

The most vocal critic of publicly funded convention centers, Dr. Heywood Sanders of the
University of Texas at San Antonio, when asked by Task Force members about San
Diego Convention Center’s relative performance against its competitors, characterized
San Diego as a “conundrum,” because it did not fit his profile of failed or failing
convention centers across the country. In 2004, when asked about the then three year old

67



expansion of San Diego Convention Center he paid San Diego a compliment in an

interview:
“(T)here are two places that have historically done well in expanding their
convention business: that’s Las Vegas and Orlando. And historically, they have
managed to grow their business with great regularity. New Orleans for a long
time in the 1990s seemed to be successful. Anaheim and San Diego may, but
because of a lack of available information that 1’ve been able to get my hands on,
it’s not entirely clear. But there’s something in common certainly about the first
two of them, and to some extent, about the other three, that’s worth noting.”
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* Appendix Two: Task Force Committee Chairs and Members

* Appendix Three: Meeting Schedule

* Appendix Four: Agendas and Meeting Notes Web Site; Presentations Web Site;

Other Meeting Documents and Reports; and Public Comments and Letters Web
Site
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Appendix One: Task Force Mission

Mission

The mission of the Mayor’s Citizen Task Force on the Convention Center Project is to
evaluate and recommend to Mayor Sanders the necessary steps required to ensure San
Diego’s ability to protect and expand local jobs and retain and enhance its current market
position in the convention and meeting industry.

Charge

* Toreview and evaluate the feasibility of an expansion to the current Convention
Center and related developments or enhancements and the impact on generating
new jobs.

* To identify and evaluate various financing options for an expanded convention
center that relies mainly on revenues generated by the Convention Center and/or
related developments or enhancements.

* To identify key issues related to public access, resource conservation and
waterfront enhancement.

* To encourage public comment on the convention center project by holding
meetings at locations and times accessible to the public.

* To present a final set of findings and recommendations to Mayor Sander’s no
later than September 2009. All meetings will be conducted in accordance with the
Brown Act.

Co-Chairs Roles and Responsibilities

The Co-Chairs for this Task Force will serve in the public’s interest to provide the
requisite leadership to guide the discovery and analysis process in order to make
recommendations to the Mayor on the expansion of the Convention Center as an
economic driver for the City. To make certain there is clear understanding of the Co-
Chairs’ roles and responsibilities for all concerned the following information delineates
their functions.
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Appendix Two: Task Force Committee Chairs and Members

Cheryl Kendrick, Co-Chair

Cheryl Kendrick is a marketing and community relations professional who recently
served as campaign director for the United Way of San Diego County. Ms. Kendrick is
the past board chair of both the San Diego Convention Center and the California State
Commission on the Status of Women. She has served on the boards of the National
Conference for Community and Justice and the Huntington’s Disease Society of
America. Ms. Kendrick received her Bachelor of Arts degree in French from the
University of Connecticut.

Stephen Cushman, Co-Chair

Stephen Cushman is president of Cushman Enterprises. He is currently the board chair of
the Port Commissioners, board chair of the College of Business Administration at San
Diego State University and board chair of the San Diego Hospital Association. Mr.
Cushman holds a degree in business administration from California Western University.

Richard Bartell
Mr. Bartell is general partner of Bartell Hotels. He serves on the board of directors of the
San Diego Tourism Promotion Corporation.

Susie Baumann

Susie Baumann owns the Bali Hai and Lighthouse restaurants in Shelter Island. Ms.
Baumann is board treasurer for the California Restaurant Association and has served as a
board member for the association since 1988. She currently serves as secretary for San
Diego Convention and Visitors Bureau Board of Directors and is active in the Shelter
Island Association.

Gordon Boerner

Gordon Boerner is senior vice president and administrative services manager of San
Diego National Bank. Mr. Boemer serves on the San Diego Downtown Partnership Board
of Directors and is board chair of the Local Initiatives Support Corporation.

Patrick Duffy

Patrick Duffy is general manager of the Hilton La Jolla Torrey Pines Hotel. Mr. Duffy
currently serves as board president to the San Diego Hotel Motel Association. He is a
member of the San Diego Tourism Promotion Corporation’s board of directors.

Bill Evans

Bill Evans is executive vice president of the Evans Hotel Group. Mr. Evans has served as
a board member for the San Diego Convention Center Corporation, San Diego Regional

Chamber of Commerce, California Hotel-Motel Association, San Diego Convention and

Visitors Bureau and the San Diego Historical Society. He is currently a board member
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and past president & chair of the San Diego Hotel-Motel Association. Mr. Evans earned a
degree from Cornell University’s School of Hotel and Restaurant Administration.

Pete Garcia

Pete Garcia is retired and previously served as president and CEO of the University
Mechanical and Engineering Contractors. Mr. Garcia is chair of the San Diego Economic
Development Foundation and is a member of the SDSU Science and Engineering
Advisory Board. He previously served as vice chair of the State of California
Commission for Economic Development. A native Cuban, Mr. Garcia graduated from the
University of Florida with a degree in industrial engineering.

Lorena Gonzalez

Lorena Gonzalez is the secretary-treasurer & CEO of the San Diego and Imperial
Counties Labor Council. She is the first woman to lead the Labor Council since its
charter in 1902. Ms. Gonzalez previously served as the Labor Council’s political director
from September 2006 to January 2008. A native San Diegan, Ms. Gonzalez holds degrees
from Stanford University, Georgetown University and the UCLA School of Law.

Lani Lutar

Lani Lutar is president and chief executive officer of the San Diego County Taxpayers
Association. She served as executive director of the Asian Business Association of San
Diego and as a board member of the San Diego Asian Film Foundation and the Japan
Society of San Diego and Tijuana. Ms. Lutar graduated from San Diego State University
and earned a master's degree from the School of International Relations & Pacific Studies
at the University of California, San Diego.

Fred Maas

Fred Maas is the president and CEO of Black Mountain Ranch LLC. He is board chair of
the Centre City Development Corporation. Mr. Maas is a founding director of Move San
Diego and CleanTECH San Diego. He is an attorney and graduate of Hobart College and
Syracuse University College of Law.

Mike McDowell

Mike McDowell is executive vice president for corporate affairs at Atlas Hotels and is
CEO of the San Diego Lodging Industry Association. Mr. McDowell is also vice
president of the House of Hospitality Association Board and board chair of the San Diego
County Taxpayers Association. Mr. McDowell received his degree from University of
the Redlands.

Vince Mudd

Vince Mudd is president and owner of Office Interiors, a full-service commercial
design/build office interior firm. Mr. Mudd currently serves as board chair of the San
Diego Red Cross and as treasurer of the San Diego Regional Economic Development
Corporation. Mr. Mudd also serves as member to the City of San Diego’s Charter Review
Committee as well as the State Compensation Insurance Fund’s Audit Committee.
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Bob Nelson

Bob Nelson is the Vice Chair of the San Diego Convention Center Corporation Board of
Directors. Mr. Nelson is an advertising and public relations executive with 30 years of
experience in government and communications. His company, Bob Nelson Associates,
advises a diverse list of clients, including public utilities, labor unions, and non-profit
corporations. Mr. Nelson currently serves as Secretary-Treasurer of San Diego Theatres,
Inc, manager of the San Diego Civic Theatre and Balboa Theatre.

Bill Sauls

Bill Sauls is an attorney with his own law firm is downtown San Diego practicing in the
areas of business law and estate planning. With over 20 years of community involvement,
he currently serves as a member of the Centre City Advisory Committee, on the
Executive Committee and Board of Directors for the Downtown San Diego Partnership,
and as a member of the Executive Committee and Board of Directors of the East Village
Association.

Mark Steele

Mark Steele owns his own planning and architectural firm, The MW Steele Group. Mr.
Steele previously worked with Dale Naegle Associates and served as chair of the City of
San Diego’s Planning Commission, president of the San Diego Chapter of the American
Institute of Architects, and president of Lambda Alpha International. Mr. Steele is a
graduate of the University of Kentucky.

Diane Takvorian

Diane Takvorian is executive director and co-founder of the Environmental Health
Coalition. She is the recipient of a 2008 James Irvine Foundation Leadership Award for
her effective approach to creating a healthier environment for low income communities
across the state. Ms. Takvorian earned a Bachelor of Science and a Masters of Social
Work with public policy, community organization, and administration emphasis from San
Diego State University.
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Appendix Three: Meeting Schedule

Date & Location

Tuesday, February 24, 2009
Handlery Hotel and Resort
6:00-8:00 pm

Thursday, March 12, 2009
Scripps Ranch Library
6:00-8:00 pm

Thursday, March 26, 2009
Jacobs Center for Neighborhood
Innovation

6:00-8:00 pm

Tuesday, May 5, 2009

Cox Arena, Mezzanine Suite,
San Diego State University,
(parking available Lot L)
6:00-8:00 pm

Tuesday, May 26, 2009
Balboa Park Club Ballroom
4:00-6:00 pm

Tuesday, June 2, 2009

San Diego Convention Center,
Room 31ABC

6:00-8:00 pm

Monday, June 15, 2009
Lawrence Family Jewish
Community Center
9:00-11:00 am

Monday, July 6, 2009

San Diego Convention Center,
Room 6A

4:00-6:00 pm

Tuesday, July 21, 2009
Balboa Park, War Memorial
Building

4:00-6:00 pm

Tuesday, August 4, 2009

San Diego Convention Center,
Room 30CDE

6:00-8:00 pm

Monday, August 31, 2009
Barrio Station (Theater)
4:00-6:00 pm

Topics

Convention Center Economic
Impact, Convention Center
History & Downtown
Redevelopment, Convention
Center Success

SDCCC Performance

Market Demand

Convention Center performance,
industry overview, challenges
and expectations

Updated Marketing Feasibility

Hotel Program
Convention Center Program

Financing

Financing

Discussion of funding and
recommendation

Discussion of funding and
recommendation

Discussion of funding and
recommendation

Presenters

Skip Hull, CIC Research
Jeff Graham, CCDC
Carol Wallace, SDCCC
Chris Cramer, SDCCC

Michael Hughes, TSW Research

Jennifer Sutherland,
PricewaterhouseCoopers
Convention and Tourism
Services

Heywood Sanders, University
of Texas

Rod Cameron, International
Association of Convention
Centres

Steve Spickard, Economic
Research Associates

Greg Mueller, Tucker Sadler
Don Grinberg, HNTB

Jim Sult, Piper Jaffray Co.
John Kaatz, Convention, Sports,
and Leisure Intl.

Art Castro, Tucker Sadler

Perry Dealy, Dealy Development
Jim Sult, Piper Jaffray Co.

John Kaatz, Convention,

Sports, and Leisure Intl.

Task Force

Task Force

Task Force

District

6
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Appendix Four: Overview of Tourism Marketing Districts, Business
Improvement Districts and Lease-Revenue Bonds

Tourism Marketing Districts

What is a Tourism Marketing District?

The San Diego Tourism Marketing District follows the model of Tourism Business
Improvement Districts (BID’s) that utilize the efficiencies of private sector operation in
the market-based promotion of local and regional tourism. Tourism BID’s, such as the
SDTPC allow lodging and other tourism-related business owners to organize their efforts
to increase tourism. In San Diego, lodging business owners within the district assess
themselves to fund the District and those funds will be used to provide programs and
services that specifically benefit the assessed lodging businesses.

History: As a result of diminishing public resources available for effective and
competitive destination marketing, local lodging industry leadership began discussing
alternative funding sources and available options in 2003. A working group comprised of
lodging industry representatives held dozens of meetings with proposed assessed
businesses, stakeholder groups and interested parties. On May 8, 2007 the San Diego City
Council adopted an enabling Procedural Ordinance that allowed for the formation of a
Tourism Marketing District. In December of 2007, the qualifying businesses voted to
establish the assessment district, and the Tourism Marketing District (TMD) was
approved by San Diego City Council.

The Tourism Marketing District began on January 1, 2008.

The enabling Procedural Ordinance and the Management District Plan provide that the
City contract with the San Diego Tourism Promotion Corporation (SDTPC), a nonprofit
mutual benefit corporation, to plan and carry out specified activities, subject to the terms
and conditions enumerated in the contract between SDTPC and the City. In April 2008,
City Council gave final approval of the contract between SDTPC and the City, thus
establishing the terms for SDTPC to manage the District assessments and to contract for
implementation of the proposed marketing programs and services outlined in the
Management District Plan.

Location: The Tourism Marketing District is citywide, inclusive of all areas within the
city limits of the City of San Diego. A map of the District is included with the San Diego
Tourism Marketing District Management District Plan.

Funding Source Entirely from Assessed Businesses: The TMD assessment is designed to
benefit, and is levied upon, lodging businesses with 70 or more sleeping rooms in the
City of San Diego. Business means any and all types of hotels where a structure, or any
portion of a structure, is held out to the public as being occupied, or designed for
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occupancy, by transients for dwelling, lodging or sleeping purposes. The owner(s),
operator(s), or an authorized representative who is noted on City records as the
responsible party for remitting and reporting Transient Occupancy Tax for each lodging
business is responsible for paying the assessment. The annual assessment is based upon
2% of gross room revenue from transient stays in the lodging business as described
above.

More information can be found at:
http://www.sandiego.gov/treasurer/taxesfees/tot/tmdfag.shtml

Business Improvement Districts

Business Improvement Districts (BIDs) are a type of assessment district in which
business owners choose to be assessed a fee, which is collected on their behalf by the
City, for use in promoting and improving the business area. In California, BIDs date back
to 1965 with the approval of Assembly Bill 103 - the "Parking and Business
Improvement Area Law." Today there are approximately 200 BIDs in the state.

San Diego's Program
The City of San Diego's BID program, the largest in the state of California and one of the
most active in the nation, is administered by the City's Office of Small Business. San
Diego's program dates back to 1970 with the creation of the Downtown Improvement
Area, California's first metropolitan downtown district. Since that time, the small
business community and the City of San Diego have created 18 separate districts, with
another two in the preliminary stages of formation. More than 11,000 small businesses
participate in these self-assessment districts, raising more than $1 million annually.

* San Diego's Program

* Benefits

* Marketing Activities

* Additional Funding

* Other City Assistance

* Forming aBID

* Assessment Fees

* BID Locations

* Contact Information

A complete overview can be found online at:
http://www.sandiego.gov/economic-development/business-assistance/small-
business/bids.shtml

Lease-Revenue Bonds

Lease Revenue Bonds and Certificates of Participation are lease obligations secured by
an installment sale agreement or by a lease-back arrangement with a public entity, where
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the general operating revenues are pledged to pay the lease payments, which are, in turn,
used to pay debt service on the bonds or Certificates of Participation. These obligations
do not constitute indebtedness under the state constitutional debt limitation and,
therefore, are not subject to voter approval. Payments to be made under valid leases are
payable only in the year in which use and occupancy of the leased property is available,
and lease payments may not be accelerated. The governmental lessee is obligated to place
in its annual budget the rentals that are due and payable during each fiscal year the lessee
has use of the leased property.

Revenue Bonds are payable solely from net or gross non-ad valorem tax revenues derived
from General Fund revenues, tax increment revenues, rates or tolls, or fees, charges or
rents paid by users of the facility constructed with the proceeds of the bond issue.
Pursuant to Section 90 of the City Charter, the City may incur bonded indebtedness for
the purpose of acquiring, constructing, or completing any municipal improvements, not
including improvements to the City’s water facilities, in an amount not to exceed 10% of
the total assessed valuation of all real and personal property in the City subject to an
annual property tax levy. The City may also incur bonded indebtedness for the purpose of
acquiring, constructing, or completing water facilities in an amount not to exceed 15% of
the total assessed valuation. The combined limit on outstanding indebtedness for both
non-utility related improvements and water related improvements is an amount not to
exceed 25% of the total assessed valuation.

For more information: http://www.sandiego.gov/fm/annual/pdf/fy07/debtobligations.pdf
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Appendix Five:

Agendas and Meeting Notes Web Site

http://www.conventioncentertaskforce.org/taskforcemeetingagendas.shtml

Presentations

http://www.conventioncentertaskforce.org/MCTFdocs-presentations.shtml

Other Meeting Documents and Reports

http://www.conventioncentertaskforce.org/MCTFdocs-other.shtml

Public Comments and Letters

http://www.conventioncentertaskforce.org/MCTFdocs-letters.shtml
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Appendix Six: Overview of Possible Revenue Sources

Overview of possible revenue sources (to meet bond obligation) and estimates on range
of revenue expectations:

* Adjacent, new convention center hotel- Residual cash flow

(0]

(0]

(0]

The Piper Jaffary presentations addressed the potential financial
contribution and financing structures of an adjacent hotel on June 15"on
pgs. 19 — 22 and 24 and on July 6" on pg. 6.

The projected range of annual “residual cash flow”” from the hotel models
as presented is $3,691,000 to $8,995,000.

At its meeting of July 6™ the TF decided by consensus to “de-link™ the
hotel from the Convention Center Expansion project and to address its
relationship to the project as a possible funding source versus in integral
and necessary part of the project.

¢ Convention Center Retail- Net income

(0]

This references proposed income from a retail component of 40,000+ sf to
be designed into and constructed concurrently with the convention center
expansion.

In conceptual renderings presented by Tucker, Sadler, on June 2", their
presentation calls out Ground Floor Retail on Pg. 9, references retail in
the elevation on pg. 22, and shows an exterior featuring retail space on

pg. 37.

In the revised conceptual renderings presented by Tucker Sadler on June
15" their presentation calls out 49,400 sf of retail on the Ground and 5"
floors and references retail in the elevations on pgs. 3 and 7.

In their presentation of June 15" Piper Jaffary, proposes Projected
Annual Retail Revenue of $6,045,000 from retail operations/rent on pg.
23. Piper Jaffary revised that number in their presentation of July 6™ on
pg. 4 to $4,013,000.

* Convention Center Hotel Business Improvement District Assessment- By
geographic proximity to Center
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(0]

(0]

One premise of a Business Improvement District (BID) is to allow similar
businesses in a defined geographic area to self-assess to pay for
infrastructure maintenance and improvements for the mutual benefit of the
group, and for the individual benefit of each member. The BID can
identify benefit zones and agree to a greater assessment for those with a
greater benefit. For example, hotels adjacent to the convention center
could agree to pay a larger assessment because their proximity allows for
a greater benefit, versus a hotel near the airport that may realize a lower
level of benefit and therefore pay a lower assessment. (NOTE: This was
the structure for creating the San Diego Tourism Marketing District.
Because the focus was on marketing and NOT infrastructure maintenance
and improvements, it was given its hybrid name to avoid any confusion or
question of purpose. The TMD is fundamentally a BID.)

All BID’s obligate the property owner for payment, but do not preclude
the recovery of the cost of the assessment through a direct pass-thru to
customers or price increases.

A BID of this type, for this purpose would require a majority vote of the
assessed businesses (hotels) and a majority vote of the City Council. The
vote of the businesses is weighted by the estimated amount of the real
assessment.

From Piper Jaffary presentation July 6, pg. 9 (TOT or TMD Reference)
= Revenue Potential: (Assumes flat rate throughout District, no zones)

e Citywide @ 1% = $14,700,000

* Citywide @ 2% = $29,400,000

* Citywide @ 3% =$44,100,000

e Downtown @ 1% = $5,160,000

*  Downtown @ 2% = $10,320,000

*  Downtown @ 3% = $15,480,000

e Convention Center Entertainment District Assessment- All non-hotel
businesses, by geographic proximity to Center

(0]

(0]

The most typical and traditional BID is property based, and includes all
businesses in a Business District.

Assumes that all businesses with the district see some level of benefit from
the investment of assessment revenue.

Each business type can have a separate assessment value (drycleaners
different from locksmith), and that assessment is based on the property tax
rate of each business. Assessment is collected with property taxes.
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0 A BID of this type, for this purpose would require a majority vote of the
assessed businesses and a majority vote of the City Council. The vote of
the businesses is weighted by the estimated amount of the real assessment.

0 No District has been defined, therefore no revenue potential has been
evaluated.

* Convention Center Restaurant Business Improvement District Assessment -
By geographic proximity to Center

0 See Convention Center Hotel Business Improvement District above, item # 3.

o In order to avoid conflict with state law over the taxation of alcoholic
beverages, assessment could be property based or calculated on gross
sales or gross food sales.

0 Assuming that 60% of all sales are food sales, and therefore assuming that
60% of the projections by Piper Jaffray on pg. 9 of their July 6™
presentation:

= Downtown Gross Food Sales Assessment .5% =$ 720,000
= Downtown Gross Food Sales Assessment 1% = $1,440,000

* Convention Center Parking District (BID)- By geographic proximity

o Several jurisdictions presented in the Piper Jaffray presentations of July
6" refer to a parking component of the available revenue stream.

o0 For San Diego, this would require a hybrid of the traditional BID model
to provide for greater revenue capture within the parking district and a
program of shared revenue with the City. Or,

0 An alternative could be a parking district consisting of only parking
contractors/businesses that can self-assess and pass that assessment on to
their customers.

0 A third option for capturing a contribution from parking revenues could
be the inclusion of the parking companies in any Entertainment District
proposal.

* Convention Center Taxi District

o Drop-off/Pick-up Surcharge — A special fee paid for the privilege of
Convention Center drop-off or pick-up. No $ analysis provided.

o Airport Taxi Surcharge — Any taxi into or out of the airport pays an
additional fee: (Piper Jaffray July 6, pg. 8 & 10)
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= Airport Taxi $1 per trip = $1,500,000
= Airport Taxi $3 per trip = $4,500,000
= Airport Taxi $5 per trip = $7,500,000

Rental Car Surcharge

o Piper Jaffray July 6, pg. 8 & 10
= Rental Car Surcharge $1 per rental = $1,150,000
» Rental Car Surcharge $5 per rental = $5,750,000
= Rental Car Surcharge $10 per rental = $11,500,000

Convention Center Service Contractor Fee

o Piper Jaffray June 15, pg. 15
0 New Orleans
= Convention Center service contractor fee of 2.0 percent of gross
sales in the Center.

Incremental Convention Center Parking Fees - 100% of all above 2007
baseline

0 An increase in Convention Center business will potentially increase
demand for Convention Center and adjacent Port owned parking.
Establish a revenue baseline before expansion and then dedicate any
incremental increase in parking revenue to off-set expansion costs.

Contribution of land and other concessions from Unified Port of San Diego
o Piper Jaffray July 6, pg. 4
= Convention Center Construction Cost Estimate
*  Owner Soft costs including land = $86,258,000 (partial?)

o Other Concessions
= As negotiated
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