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Chair Richardson said that at the previous meeting held on May 9, 2006 we left off on question #16 from Assistant City Attorney Mike Mais’ communication responding to questions asked by Marta M. Fernandez on behalf of the Long Beach Hospitality Alliance.  That we would read the question, give the City Attorney: a chance to respond to his understanding of the answer to the question and/or how it relates to us given the proposed ordinances before us.  Then, we will give the members of the public an opportunity to respond if in any way the answer to the question is not inclusive to the points they wanted to cover.  The purpose of this committee is simply to collect all of the information to be able to then take it back to the City Council to make the final decision.  This Committee will not be making the final decision, the City Council will.

Councilmember Richardson read question #16 from City Attorney’s memo dated February 9, 2006.
If the ordinance applies to existing leases, what period of time will lessees/employers have to enter into a labor peace agreement?  What will the City’s remedy be in the event the lessee/employer is unable to reach agreement with a union concerning a labor peace agreement?

Answer from the City Attorney:  The two proposed ordinances would not apply to existing leases that are not amended or assigned.  Under proposed Ordinance B a labor peace agreement would be required in the case of an amendment or an assignment of an existing lease.  However, the City Attorney: has opined the draft Ordinance B would be subject to legal challenge because it would constitute a breach of an existing contract  (See City Attorney: Memo dated January 12, 2006).

City Attorney: read the answer above.

Councilwoman Gabelich asked what the length of time is for the existing leases on the two that are not represented today.

City Attorney: replied that Coast Long Beach Hotel’s lease is up in March of 2052.  The Hyatt Regency indicates the lease is up in May of 2033 with a 25-year extension option to 2058.  Long Beach Marriott is up in July 2052, Queen Mary in July of 2061, and the Naga Site in Sept of 2171.  

Councilwoman Gabelich:  If this was adopted would they have to then execute a new lease agreement?

City Attorney:  No.

Councilwoman Gabelich:  So none of this would take place.  The very earliest date would be 2033?

City Attorney:  No.  It would depend on which ordinance you recommended.  The one that we recommend, yes, that’s true.

Councilwoman Gabelich:  The one you recommend means that we would not touch the leases at the hotels that are not unionized today until 2033 on the first one?

City Attorney:  Well, I don’t think you can say that with absolute certainty because we can’t predict what might come up in the future in which one party, or both parties, might want to enter into a totally other lease.  I think it’s a little bit simplistic to say with absolute certainty that if you adopt the less restrictive ordinance, the Los Angeles ordinance that under no circumstances would the Coast Hotel become pertinent until 2033.  Something could intervene between now and then that might cause a new lease to be in negotiation and then it would be impacted

Councilwoman Gabelich:  But unless that were to happen, as it stands today, labor peace would not be initiated until this lease was ready to be negotiated.

City Attorney:  With regard to that particular lease, keep in mind two things.  Intervening circumstances number one, and number two, there obviously is other City land, which in the intervening period could become attractive for a possible City lease for a hotel.

Councilwoman Gabelich:  Okay, thank you.

Chair Richardson asked if anyone else wished to speak to question #16.

No one wished to speak.

Councilmember Richardson read question #17 from City Attorney:’s memo dated February 9, 2006.
How are “hospitality operations” defined?  The ordinance currently defines the term “hospitality operations” as “the general business operations of a hospitality operator.”  Does hospitality operator include only hotels or will it cover other hospitality industry operations that may provide lodging to guests?

Answer from the City Attorney:  As indicated in the question, the term “Hospitality Operations” is defined as:  “the general business operations of a hospitality operator.”  Both draft ordinances would apply to any hospitality operation located on City-owned property that provides lodging to guests.

City Attorney:  Whether you denominate it as a hotel, or a motel, or a bed and breakfast, the operative action is, it provides lodging.

Chair Richardson:  What happens if in the case the hotel has a restaurant of a name brand that is different than the hotel.  The Hilton over here has the Daily Grill where they also have one in Los Angeles, so would this apply if that restaurant had labor relations, or is it strictly due to the employees who are serving the hotel from a lodging perspective.

City Attorney:  It would depend on the nature of the legal relationship.  If there were no legal relationship with the City, which presumably there would be no legal relationship with the City, then the City would have no power to require that the labor peace agreement be entered into with the sub lessee.

Chair Richardson asked if anyone had any comments on question #17.

There were no comments.

Councilmember Richardson read question #18 from Mr. Shannon’s memo dated February 9, 2006.
Are there any hospitality operations on City leased property that would not be covered by the ordinance?  If so, why not?
Answer from the City Attorney:  Yes.  Lodgeworks at the Pike (which is currently not built) is on City-owned, or controlled property.  However, the City would not be the lesser of this property since the property is currently under a master lease with DDR.

City Attorney:  In other words, DDR would sublease the property to Lodgeworks at the Pike, or whatever hospitality operation, and the ordinance would not cover this type of operation.

Chair Richardson:  Okay, so we just went through questions #16, 17, and 18.  Does anyone have any questions on #18?

There were no questions.

Chair Richardson:  The next step is there were a couple of other questions that came out of our meeting.  The first one was that our City Attorney: asked for interested parties to submit answers to the question, “What is the effective result of this ordinance and would it be perceived, in your mind, to be acceptable?”  Mr. Shannon, did you receive anything?

City Attorney:  Yes, and hopefully you received rather lengthy responses from Andrew Kahn, Attorney for UnitedHere (Law firm of Davis, Cowell & Bowe, LLP), and from the law firms of Jeffers, Mangels.  Both of these are dated May 17, and they were directed to the Committee, so I believe you have a copy of it.

Chair Richardson:  Do all the Committee members have a copy?  This will be something we will forward to the record for the City Council.

Councilmember Richardson asked the two parties of the law firms of Davis, Cowell & Bowe and Jeffers, Mangels, Butler & Marmaro if they received all the copies of what was submitted.  Yes, okay.  Given that then, the next question was a whole big part of that discussion, and Councilmember Gabelich started alluding to it, is what determines if a lease is amended.  So the question was, if we could get a better sense of potentially what would be some of those things that could trigger an amendment?  I didn’t get a copy of anything.  Was that coming from you, Mr. Shannon?

City Attorney:  We did not produce anything.  Perhaps the folks out in the audience could give a broad example of possibilities in response to that question.

Robert V. Schnitz, Associate General Counsel for Hyatt Hotels, submitted a communication addressed to City Attorney: Shannon.

City Attorney::  I believe it’s in your Committee package.

Mr. Schnitz:  Essentially, as I say in my letter, it’s a difficult question to answer because it really is asking us to figure out what the facts might be that would lead to either an amendment or an assignment in the future.  I can tell you from our experience it is not something you can predict ahead of time.  Suffice it to say, I have mentioned a few examples here just to give you a general idea of things that might be the more ordinary things that could happen.  Whether it’s a change in….and I’m referring mostly to Proposal A.  I’m not referring to Proposal B, because as I laid out in a prior letter, there are a lot of specific circumstances in our lease with the City that lays out when amendments are required, and so forth, and so on.  In Proposal A, essentially you could have a change in financial circumstance with either the lessee or the City, or you could have a change in the surrounding economic conditions, which might cause the party to come forward and ask for an amendment to an existing lease.  Circumstances could change in the overall general economy.  There could be a change locally that could impact the market place; the value of the property could change, which might cause a party to consider an assignment of an existing lease.  I actually addressed most of these in here as the types of things that could possibly happen.  Mr. Shannon made me think, as he was responding earlier, there could be some sort of serious incident…. (interruption).  Lastly, I will just…. that often times as a hotel operator there can be a need for an amendment to a lease simply because of a need for a slight change in current operations.  Which might affect, for example, the way certain reporting is required under the lease.  Since these are long-term leases, things that seem to make sense at the time that leases are negotiated sometimes don’t make practical sense later on.  So sometimes amendments like that are required, that really are more just to make sure the specific language in the lease matches up to what the parties are actually carrying out from an operations standpoint.

Chair Richardson:  Okay.  Based upon the question that was asked though, the only part that I see missing was; Number 1, “What potentially can trigger an amendment” and then, the B part of that question was “And what was the likelihood, the probability that these things would occur” typically in your industry?  For the most part, would you say these are normal amendments that happen all the time in your industry, or is it something that may, or may not happen in the entire lease period?

Mr. Schnitz:  I would say amendments to hotel leases are fairly common occurrences.  Some hotels have more than others, but it really all—again, the things I pointed out are very fact based.  They really have to do with the relationship between the parties, the local circumstances….

Chair Richardson:  Well, I asked the question because for example, you reference economic issue, and I think a perfect example of that was September 11th.  There was a dramatic impact, not only in our City, but also throughout the State, and the United States, of impacts on the hotel industry after September 11th.  Does anyone here know if we made any amendments to any of our leases after that period?  Because that, to me, is a perfect example of what you are alluding to.  I don’t recall anyone coming back and saying there was a change in the lease.

Mr. Schnitz:  I don’t recall at this hotel either.  I know in general there was a time period when many amendments were made across our chain, but I don’t know about this particular hotel.

Chair Richardson:  Mr. Mais, do you recall any changes?

Assistant City Attorney: Mike Mais:  I don’t recall any that were attributable to 9/11.  I think with the Airport Marriott, we recently renegotiated a lease because they were doing a 100-room expansion.  Is that right?  Mike Conway can answer that, but that was one circumstance were we recently renegotiated because they wanted to expand in the City, and in order to do that, we had to amend the lease in order for them to take that forward.

Chair Richardson:  Have they amended before?

Mr. Schnitz:  The Hotel Marriott had not previously amended their lease.  So this was to allow for an extension of the lease to accommodate an expansion of the hotel by 100 suites, which was allowed under the original lease.

Chair Richardson:  So do we have any idea, approximately how many of the four hotels in question, how often we’ve had amendments to the leases?  Is this something common?

Mr. Schnitz:  Oh, they are relatively rare.  The terms are generally for an extended period of time, and unless there are some changes that are significant to either an expansion or some issue in financing, we wouldn’t normally go back and amend the lease.

Chair Richardson:  Okay.  So if my colleagues are agreeable, and I’ll turn to Councilmember O’Donnell in a second, maybe I would like to recommend if we could just do a quick check of the last twenty years.  Have there been any amendments to the leases of these particular locations?  Just because I think that was a very big sticking point of some Councilmembers of whether this was something that could impact… A hotel operator would have to change every year, or is this something that only happens every twenty or thirty years?  So if we could just go back in our records for that period of time, if no one has a disagreement on that.

Councilmember O’Donnell:  Question for the City Attorney:.  I thought with Proposal B any amendment would trigger the ordinance.  In Proposal A, an amendment would not necessarily trigger the ordinance.

City Attorney:  An amendment would not trigger the ordinance for Ordinance A.  It would trigger the ordinance for Version B.

Tim Cameron, 3292 E. Spring St., L.B.:  One point of clarification.  I represent the Long Beach Marriott.  That lease has been in existence since the very early 1980’s.  There are two things that can happen, and they have happened in the past, is that’s a ground lease.  There’s no percentage rents paid to the City. It’s just a ground rent minimal compared to the overall cost of the buildings that were built by the tenant.  Those leases provide that the tenant can divide the leases into several leases, and when that happens there’s a new lease.  The Kilroy Development is the same type of development in the Long Beach Airport Business Park.  So even with the existing lease you can have a new lease by the terms of the lease, if you divide the property.  Which has happened on numerous occasions, as those buildings have been built.  Another thing that happens is you can have new leases, and I’m not sure if it’s in the Marriott lease, but it’s in most sophisticated ground leases on the financing provisions.  If there’s a foreclosure, or the lender comes in and takes the property back, many times the lender will ask for a new lease because of the history behind the old lease.  That again, in an existing lease could trigger a new lease.  I hope that’s clear.  Thank you.

Chair Richardson:  Thank you very much.

James Elmendorf, Los Angeles Alliance for a New Economy:  I think the question was asked just how common are these leases.  I think it makes sense for staff to do this.  In my experience, typically, a lease amendment happens every five to ten years.  In some cases it can be longer, and in some cases it can be more common.  I know actually in the Hyatt’s case there have been two amendments since the lease was instituted back in the early 1980’s.  I’m not one hundred percent sure on that, but that’s my recollection.  In terms of the question, it should be clear….Really the question for the Council should be, do they believe that labor peace makes sense as a way to protect the City’s revenue, and if so, the intent of that, I would believe, would be to encourage labor peace agreements where possible, without anyway interfering with existing leases.  I think we actually had a suggestion for Version B, to clarify it; which I know was provided by fax to the City Attorney: a couple of days ago.  Essentially, the suggestion was that we could request that lease amendment could be defined as something that was of significant financial benefit to the leaseholder.  So in the case of the Marriott, is an excellent example where the expectation was to add 100 additional rooms.  That’s a significant change that has a significant financial benefit.  That’s distinct from some of the concerns that have been raised about what if somebody is required to have 100 parking spaces and decides that they need to have ninety-nine because now they have to put a tree there.  That kind of thing.  I think that would be a way to clarify where amendments should be instituted.  It’s where a change is being made that’s of significance, and I think that can be defined rather easily.  It should be noted as well, that lease amendments could only happen when two parties agree to the lease amendment.  So if you adopted Version B, or some clarified version thereof, it would never have had an impact on an existing lease where there was not an agreement on the part of the hotel to amend that lease.  If they chose not to amend the lease then the labor peace agreement couldn’t be instituted upon them because the City can’t by fiat change the lease, it can only do so by agreement.   The second suggestion is, just to define “lease assignment”.  I think it’s rather simple.  Assignment typically…there is some leases that call for it to be a pro-forma automatic thing that the Council has no discretionary ability to approve, or not approve.  There are some other leases where lease assignment has to go through some process and the Council has to determine that an assignment to a new company is okay.  In some cases, that have to do with making sure that the new companies finances are acceptable to the City, so that you know that they are going to be able to pay you.  In other cases, it’s making sure the new company is going to uphold whatever standard the City has requested.  Any of those types of things.  So what we suggest is that lease assignment be defined as “Any assignment to which the lessee is not already legally entitled to under the lease”.  In other words, if it says in the lease assignment, just happens automatically, that would not be a trigger in our view, or should not be a trigger in our view of labor peace requirement, or any other requirement that the Council might choose to impose in a lease.  But if the assignment did have to come before this body, and you had to have some determination to say, yes, we approve this assignment, or No, we don’t, then that would be a point at which it should be included.  That’s our recommendation.

Chair Richardson:  Any questions?

Councilwoman Gabelich:  Sir, if the Council adopted a labor peace agreement would you commit to waiting until those leases were expired in an attempt to organize the hotels?

Mr. Elmendorf:  I don’t think we could make that commitment.  A lease expires in 2052.  I don’t know anyone that could make that commitment for what could happen four years down the road.  If for no other reason than….I don’t think anyone could be sure that….just as Mr. Shannon may not be City Attorney:.  We may not be in the position we’re in.

Councilwoman Gabelich:  So what is the benefit for the City to adopt a labor peace agreement now, if there could still be labor disruptions for the next forty-five years?

Mr. Elmendorf:  Well, I actually think the benefit to the City would be to adopt a Version B or a clarified version thereof.  If the Council believes labor peace is a good thing that it should have as a requirement upon it’s leases, then the intent of the Council should be to get it in leases as soon possible.  I think that would clearly be the case.  It doesn’t make sense to have a lease only come up in 2052.  I will say that it’s also quite common in such a situation for an extension to be agreed upon prior to a lease actually expiring.    A hotel owner or any lease holder would be very strange if they allowed the lease to expire and created a new lease in 2052, one day after the expiration.  More likely, there would be an extension agreed upon, depending on the interpretation of the City Attorney:, could be determined to be an amendment rather than a new lease.  So that’s why we believe if the Council thinks labor peace makes sense, you should have some kind of Version B.  Whether it’s exactly what’s written, or a clarified version thereof, as we recommend.  That would be a way to get labor peace in as soon as possible to the hotel.

Councilwoman Gabelich:  Which is something, and correct me if I am wrong, but our City Attorney: has suggested that that not be what we would choose to do.  Is that correct?

City Attorney:  Yes we have.

Councilwoman Gabelich:  I’m reading through your attorney’s letter of May 17th and it presents a very uncomfortable feeling to me.  It appears to be threatening to me.  I find that extremely uncomfortable, because it appears that you are talking on one hand of being fair and equitable and yet, it sounds like if you don’t get what you want, it says here, UNITE HERE is committed to organizing and has the resources to do so.  Would you consider that a threat?

Mr. Elmendorf:  I would say that UNITE HERE believes that workers should have an opportunity to be treated fairly, and to organize and join a union.  UNITE HERE attempts to organize workers and sooner or later, will in fact attempt to organize workers here in Long Beach.

Councilwoman Gabelich:  My question to you is have you heard from any employees that they are being mistreated unfairly?

Mr. Elmendorf:  Oh, we hear from employees all the time at numerous hotels in Long Beach and elsewhere who are treated unfairly.

Councilwoman Gabelich:  I’m really talking specifically to Long Beach because that’s all we really care about.  I will tell you what we hear back from the hotels is that their staff seems to be very happy with their working conditions.  And usually when we’ve had the occasion where people have come to us from different businesses that are unhappy asking us to intercede, and I have not heard, and I don’t know maybe I’ve missed a Council meeting where that’s taken place, but I have not heard that coming out of the hotel industry.  So could you share that information with us?

Mr. Elmendorf:  Yes, we have heard from workers at hotels in Long Beach, including some of the hotels that are on City land, as well as some that are not.  Complaints about working conditions that are quite common in a relatively low-wage industry.  We have heard those complaints.  But most importantly….the question of whether workers are happy or not happy is one that none of us could determine, nor should we attempt to determine, that’s not the question for the Council.  The question for the Council is “Do you believe that labor peace is an important way to protect the revenue of the City regardless of whether workers choose to be represented by a union or not.”  If workers choose to be represented by a union, then that’s up to them.  It’s not up to the hotels, it’s not up to the union, it’s not up to me, it’s not up to the Council, it’s up to the workers.  The question for the Council is “Do we think labor peace provides a measure of protection for Council?”  If you don’t, then clearly it’s not something that should be passed.  If you do, then we would think it should be passed in a way that addresses whatever legal concerns Mr. Shannon might have, but that attempts to include labor peace wherever it’s legally possible.  Does that answer the question?

Councilwoman Gabelich:  So far.  Okay.

Chair Richardson:  The last question we have before we were going to have the presentation is…Yes, I need for you guys to be as brief as possible because some of this we are repeating over and over.  I want to make sure we have enough time for the presentation by Mr. Collins.

Mr. Cameron:  I just wanted to make a point about, he’s recommended that there would be a definition of an amendment as something that is substantially a financial benefit to the tenant and gave the Marriott’s’ desire to build one-hundred rooms, as obviously a substantial financial benefit.  Just to show you how tricky it is the one hundred rooms doesn’t have anything to do with the amendment.  What the amendment is about is extending the lease out fifty years so you could finance the development of one hundred rooms.  There’s no obligation to build one hundred rooms. They have the right to do that now.  So the amendment, if you tried to say the rooms are a substantial benefit, you would be completely wrong.  It’s a very tricky subject that you are getting into, and that’s what the attorney for the Hyatt alluded to, when you’re dealing with amendments you just don’t know what the intent is and what the actual legal document may be can be completely different.  Thank you.

Mr. Mike Murchison, Murchison Consulting:  Councilmember Richardson, just as a point of clarification the hotel industry does not have a copy of the document that the attorney referenced in his communication to the City Attorney:.  His proposed changes to Ordinance B.  We do not have a copy of that.

Chair Richardson:  It’s coming.

Unidentified Speaker:  One brief comment.  One thing we actually do believe, is that it’s the employees right to decide whether they do want to be a member of the union, or not.  Our opposition to both of these proposals essentially is based on the premise that it’s imposing certain conditions upon the employees that currently they are protected under by Federal Law.

Marta Fernandez:  Good morning.  My name is Marta Fernandez.  I am here on behalf of the Long Beach Hospitality Alliance.  I won’t repeat the remarks that have gone before, just to say that the Alliance concurs with the remarks made by Council for the Hyatt and Marriott, that essentially there is such a myriad of possibilities in terms of potential trigger points, or potential conditions, or changes, that would trigger amendments to the lease, that under no circumstances is really option B workable, legally workable; and concur in the City Attorney’s position that it should not be subject to consideration.  Thank you.

Chair Richardson:  Very briefly, because you have said quite a bit.

Mr. Elmendorf: Just to say the example of the Marriott, and I don’t want to get into a back and forth, but if it’s an extension of fifty years that would be a significantly financial benefit, obviously to a leaseholder; because it’s fifty years more of lease.  The second thing I just wanted to say, from a legal point of view, is Version A is the Los Angeles version.  Los Angeles has interpreted that in a different way from the City Attorney: here.  

Chair Richardson:  Excuse me; we have a representative here who is going to share that and tell us exactly how they interpret that.

Mr. Elmendorf:  Okay.

Chair Richardson:  Before we go to that, I wanted to give the gentlemen the opportunity…the last and final question was “How potentially could a labor peace agreement impact third parties.”  I believe, sir, you are with EventPeople, is that correct?  Right, and that gets back to the question I was asking, so Mr. Shannon, could you help us with understanding that?  As I understood how you just answered the question, it would mean that it would not apply.  If you could clarify that?

City Attorney:  There may be some secondary consequences to third parties that we’re not really in position to detail those.  If this gentleman wants to indicate that there are perhaps unintended consequences to third parties then he can articulate his position, but I’m not really in a position to say what consequences would come to third parties.

Chair Richardson:  As I understood the question before us, is if Hyatt, for example, chose to hire EventPeople as staffing for a convention that comes in once a year, would EventPeople be required to have a labor peace agreement?  Or as I understood, how you just answered the question…

City Attorney:  Not under the present terms of the Ordinance.  No.

Chair Richardson:  Okay, that’s my understanding.  Do you have a brief comment, sir?

Gary Frahm, 6481 Bixby Hill Road, on behalf of EventPeople, Inc:  Before you, I have the documents for San Francisco and Los Angeles for their contract, Unites Here contract with the hotels.  It’s basically a union shop, where the employees, unless you are union, unless you are in their system, don’t have the ability to work on the premises.  So what you are basically doing is all those people who are working on the premises now and chose not to be in the union, chose to make their own time, place, where, and transported to where they want to go, they will be out of the hotels in this industry.  At least on City land.  I don’t think that’s fair.  Our employees have worked long and hard to develop those positions and fill those positions.  To let a third party come in and say we represent those people and we control those jobs, wouldn’t, in my mind, be beneficial to the people of Long Beach by any stretch of the imagination.  Therefore, I really ask you to cancel both of these ordinances and vote not.

Chair Richardson:  Thank you for your comments.  Mr. Shannon, if I understood him correctly and understood you, unless specifically specified in an agreement with a lessee and a union, we as a City, would not necessarily be requiring a third party to do so, but if the lessee requires that then it becomes a requirement of their own agreement.  Then that’s potentially how a person can become impacted, but not, we the City, would be requiring it.

City Attorney:  That’s correct.

Councilwoman Gabelich:  Actually, I just wanted to clarify according to this email that we received from EventPeople.  It says that you have over 1,000 people who live in the downtown area of Long Beach that work for your company.

Mr. Frahm:  Yes, there were 1,005 as of yesterday.  

Councilwoman Gabelich:  Okay.  And the other question, Gary, is do most of these people use this as a part-time job, fill-in, or can you give us an average number of hours that they work per month?  Do some of them use it as full-time employment?

Mr. Frahm:  Well, yes, some people do.  They have the flexibility by choosing a number of hotels they can work at different times, different skill levels.  We do a lot of work with the Hyatts and the Hiltons.  Our people make the choices of when they want to work, where they want to work, what time they want to work and what wage they want to work for.  That’s the key to our company to give them the flexibility to work their jobs around their lives instead of their lives around their job.  There are a lot of people in the downtown area that can’t work 40 hours a week, or 24 hours a week.  Maybe they can only work 8 or 16 hours a week to supplement their families.  This kind of contract that Unite has will really stop them from doing anything in regards to that on City land.  It’s a new concept; it’s being received very well by the employees.  I have to tell you, my people are very happy to have the jobs.  

Councilwoman Gabelich:  Would you say that your compensation is equal to what they would make if they were working at one of our hotels today.

Mr. Frahm:  It is actually more in some cases.  Even though some of them may be earning minimum wages.  We transport those people to and from facilities all the way to Monarch Bay Resort.  Most of the people we find cannot get to work in the first place.  Most of our hotel clients are along the coast and not too many people making these lower wages can afford to live along the coast anymore.

Councilwoman Gabelich:  Do you hire seniors?

Mr. Frahm:  We hire anybody that has the skills and the safety record our clients will accept.  By the way, we also hire nothing but legal people.

Councilwoman Gabelich:  Do you hire people with developmental disabilities?

Mr. Frahm:  Not so much because of some of the equipment they use and other factors.  But we do find ourselves getting people who are getting back on their feet.  Like in the Women’s Center at Long Beach City College.  We do a lot with the Culinary Department there.

Councilwoman Gabelich:  Do they have to pass some kind of testing to be able to qualify?

Mr. Frahm:  We have…our clients are nice enough to hold classes for our new candidates for their premises.  Actually, they are trained in their safety, the types of skills sets, their grooming, and everything by our customers.  

Councilwoman Gabelich:  So, I see this as a service that benefits a lot of people whether they be seniors, or single moms, or those that may be developmentally challenged, but still capable in some areas.  So I thank you for having that business here in Long Beach.

Mr. Frahm:  It’s a pleasure, and it’s been wonderful to develop it from the scratch.  It’s just taking off and I predict by next year we’ll be employing somewhere around 5,000 people.

Councilmember O’Donnell:  So these are temporary workers.  They don’t typically work 40 hours a week?   Kind of like, outsourcing?

Mr. Frahm:  They’re an event-oriented workforce.  If you don’t have a hotel room to rent, you don’t need it to be cleaned.  If you don’t have a banquet you don’t need a server, you don’t need the busboys, you don’t need the prep cooks for that particular….So what we have done is actually given the hotels the ability to keep their staff at a normal level and be able to adjust to the peaks in their business.  It’s an up and down business like your Convention Center.  One day you are dark, the next day you are going full blasts.  So we supplement these workforces, is what we do.

Councilmember O’Donnell:  So I hire your firm because it’s cheaper?

Mr. Frahm:  No.  It’s because you have to make one phone call and you will have the people you requested from the labor pool we have developed for you.

Councilmember O’Donnell:  At minimum wage?

Mr. Frahm:  Anywhere from minimum wage, to $9.00, to $12.00 an hour, depending on the wage category.  And again, we’re transporting all of those people to and from our transportation hub on 5th Street and Pacific and another one in Santa Ana to the various job locations back and forth.  So that also has to be considered as somewhat of a benefit.  We don’t have many benefits.  This is all in regards to a straight hourly rate.  The people know up front.  It’s simple, it’s clean, and they can get the money into their pocket.  As of July 1st we will start paying these people work today, and get paid tomorrow, with a new debit card system, which is also an ID system.  So they have everything going for them to get their lives back together.  To get back into the mix, get in the system.  All these things are available for them to choose.

Councilmember O’Donnell:  Thank you.

Councilwoman Gabelich:  I have another question for you, Gary.  So what is the turnover of your employee base?

Mr. Frahm:  We never have a turnover.  Nobody is ever fired.  All they have to do is select a time and place to work at their convenience.

Councilwoman Gabelich:  Do you do background checks on your employees?

Mr. Frahm:  Yes.  We’ve just instituted with Infalink, a new website that will verify social security numbers and I 9’s verifications and have a confirming number from both agencies back to us as evidence.  So we are doing that to all our employees at the present time.

Councilwoman Gabelich:  So it sounds like there’s a possibility, you were alluding to; this could be a real transitional kind of workforce.  Then it’s not really what I was thinking.  Pardon?

Councilmember O’Donnell:  Or cheap workforce.

Mr. Frahm:  Well, they’re not going to be rocket scientist or engineers let me tell you, but some day they may work at that level.  Everybody….I started out at $1.00 an hour as a busboy in Malibu.

Chair Richardson:  If we could keep the comments germane to our topic.

Councilmember O’Donnell:  Well, good luck, Gary, I once was a tow truck driver.

Mr. Frahm:  Very good.

Councilmember O’Donnell:  Five years.

Mr. Frahm:  We all start somewhere.

Councilwoman Gabelich:  You’re right, you’re absolutely right.

Chair Richardson:  Okay, so we’ve gone through all the questions.  Without further a due, our City Attorney: recommended, and this was also something we had talked about when this came before the Council, was how has this worked in other cities.  And so we took advantage of the opportunity to invite someone here from Los Angeles to tell us more about how they started their process, how it’s working, maybe just giving us as much detail as possible to help us be educated on this whole process.  With that, I’ll introduce Mr. Collins, and if you could please tell everyone your title, and your address, and all the pertinent information.

Michael Collins, Executive Vice President of LA INC, the Convention and Visitors Bureau in Los Angeles:  I may disappoint you in the level of detail I can supply, but I can give you a brief outline as to the introduction of this and the subsequent consequences, at least to date.  By the way, I should mention that I am very grateful to be plucked from Downtown Los Angeles, where it was raining, and come down here where it is sunny.  And this is an alarming new virtue you people have in controlling the weather.  Background, and I can do this briefly, in the midst of a punishing labor dispute last year the subject came up.  There was a strong mood to limit the impact of labor disputes because there was a very active and long acting one that was punishing, we think, to both the workers and management.  In the winter of 2005, the Council held hearings and later adopted changes to the administrative code that did two things.  One, labor peace agreements were a condition of approval of new leases, lease amendments or lease assignments for all hotels on City-owned property.  And two, the labor peace agreement prohibited labor organizations, and their members, from engaging in picketing, work stoppages, boycotts, other economic interference with the business of the hospitality operators for the duration of the lease.  There were a series of hearings in City Council Committee meetings.  Our organization did not take a position beyond making a, not a very controversial statement, that simply said the labor disputes were punishing.  The properties that were involved at the time, and I believe these are the only ones that are involved in the City of LA now.  There are four of them.  One of them is the Airtel Plaza in Van Nuys; the other one is a Travel Lodge near LAX, the Omni Hotel, which is downtown, and the San Pedro Marina Hotel, which is on harbor land, in San Pedro.  No hotel owner or operator took a position during these discussions, or the vote.  Subsequently the Los Angeles World Airports took up the same ordinance and approved the policy at a meeting it held at the Airtel Plaza.  The owner was present, but he did not speak in opposition, nor did we weight in either.  The policy will apply to new hotels on City land.  There’s a lot of construction going on downtown.  How many of these are finished, we will have to wait to see, but there’s a Grand Avenue project which is the one that’s of the most immediate interest, and so far as I know, there’s not been any issue with the developer regarding this ordinance.  There are several other projects being discussed on CRA land, and in no case has the agreement been raised as an issue, that I have heard of.  So perhaps, in too briefly this subject has not been an issue of much debate or consequence in the City to date.

Chair Richardson:  Hmm, that’s amazing.  You said this came about after quite a punishing labor dispute.  Can you give us some details about what exactly was punishing?  Do you have any idea financially what was the impact?

Mr. Collins:  We were often asked that question, about how much was lost.  The reason we couldn’t answer it is that there were a number of prospective conventions looking for West Coast meeting…..(Tape change)  Any kind of booking was tough.  So it’s made a huge difference.

Chair Richardson:  Okay.  Can you restate again because I think this was a very important point of the differences between Version A and Version B, it’s your interpretation of what we have as Version A, includes new leases.

Mr. Collins:  Yes.  And as I understand it, and I’m an English major, not an attorney, but that the Version A, prohibits labor organizations and their members, from engaging in picketing, oh, excuse me, peace agreements are now a condition of approval for, and I took this off of a CRA report, so I’m assuming this is correct, are now a condition of approval for a new lease, lease amendment or a lease assignment for all hotels on City-owned land.

Chair Richardson:  Mr. Shannon, based upon that, that seems to be one of the key differences as had been proposed for us of Version B and Version A.  Could you share with us why you feel that Version A does not apply to the amendments and leases?

City Attorney:  Well, you can make it clearly apply or not apply, if you wish, because it’s your ordinance that you are going to pass.  What LA did is what LA did.  The fact that you are considering two separate iterations would be clearly evidence that you intended the more restrictive definition.  The reason we supplied two different alternatives, and I don’t want to bore you to death with legal details, but the version that was transmitted to the City Attorney: of Los Angeles was the more extension version; leases, lease amendments or lease assignments.  The City Attorney: drew up the ordinance not to include that language.  We differentiated the two, but the bottom line for your purposes is, the ordinance will mean what you intend it to mean.  If it’s in any way unclear then we can make it more clear.  But the fact that you have made a distinction between, and we’ve been discussing a distinction between A and B, would clearly establish that you intended a distinction between A and B, and that in enacting A, you did not in fact, intend to enact a version, which in essence, would be B.

Chair Richardson:  Is Version A, the LA version?

City Attorney:  That’s correct, it is.

Chair Richardson:  So I guess, I don’t understand.  I mean, if the Version A is exactly what they have, and they are saying what they think Version A includes is new leases, lease amendments and lease assignments, are you saying that then Version B goes even further than just that particular comment, it’s addressing…

City Attorney:  No.  If LA is interpreting their ordinance, Version A, to include lease amendments and lease assignments then in fact, they enacted an ordinance that is identical to Version B.   Again, a word means what you intend it to mean.  If you define it as you wish to define it, you can either enact an ordinance which only includes new leases, or you can enact a broader ordinance, which is our Version B.  In other words, it would include amendments and assignments.

Chair Richardson:  Is the only difference between our Version A and Version B the specific laying out of new leases, lease amendments and lease assignments?

City Attorney:  Yes.

Chair Richardson:  Okay, my other question is, you said LA INC did not take a position, why?

Mr. Collins:  Yes, because we were not that comfortable one way or the other with the legal interpretations on this.  The one thing we did want to do, for which we made a point of appearing in front of the appropriate committee, was to say that if the bottom line was to say that we could prevent labor disputes on any hotels, and there was a way of doing that, that allowed for, and it was appropriate and legal, then we would find ourselves encouraging that, simply because it can be a very difficult time for a City to suddenly find itself in such a period of dispute.  And it was such a time of heightened awareness of it.  I think we still hold that position today.  We wouldn’t change it.

Chair Richardson:  Which leads me to my next question.  You said no hotel owners took a position or opposition, which is completely contrary to what is going on here.

Mr. Collins:  Yes, I noticed, just sitting here.  Very, very, different reaction, yes.

Chair Richardson:  Did any of them share with you why they, it was again, the same reason why you think your group didn’t weight in?

Mr. Collins:  I can’t speak for them.  I think they did not see the consequences of the ordinance as being particularly erroneous or punishing to them.

Chair Richardson:  Did any of them already have similar peace agreements or agreements with labor unions?

Mr. Collins:  I don’t know at the time if they did, I know that the San Pedro Harbor property does have an agreement with organized labor.  I think that’s the only one though.

Chair Richardson:  Those were my questions.

Councilwoman Gabelich:  Sir, do you have any other organizations in your area like EventPeople?

Mr. Collins:  I was listening to that.  We may, but I’m not familiar with it.

Councilwoman Gabelich:  So that issue has never come up?

Mr. Collins:  No, Ma’am.

Chair Richardson:  We would like to allow members of the public to speak.

Marta Fernandez:  I think the guest confirmed what the Alliance knew, which is there’s really no comparison in terms of impact.  The City of Los Angeles, of the four hotels mentioned, three of the four are tiny hotels.  The Airtel in Van Nuys, Travel Lodge at LAX and San Pedro Marina…. The only significant hotel is the Omni Hotel downtown and all together makes up probably one-percent of the total inventory in the City of Los Angeles.  Where there has not been labor peace, by the way, being a resident of LA and a labor lawyer there.  In the City of Long Beach, on the other hand, this ordinance impacts about twenty-percent of the existing inventory and some very significant landmark hotels of your City.   So clearly the comparison, I think, is one that cannot be made.  So that is our comments.

Chair Richardson:  How many rooms do we know are at San Pedro?  Approximately?  All right, anyone else?

Robert Schnitz, with Hyatt:  Two quick things.  One is to point out the obvious which is Hyatt didn’t raise objections to the LA ordinance because it didn’t involve the properties that we were involved in and secondly, observation as a hotel operator, is that LA has a much higher concentration of unionized hotels already, so you are talking about two very different environments.  Thank you.

Councilwoman Gabelich:  Okay, I continue to see this, I want to be open minded, I want to be fair to everybody, but I continue to see this as a really clouded distortion of pressure being put on an industry that is not deserving of it considering their reputation.  So I would like to make the motion that we return this, if this is appropriate, to City Council on the recommendation that we receive and file.

Chair Richardson:  It appears that your motion died, it failed to get a second.  I can tell you my reasons, and I don’t know if Councilmember O’Donnell would like to share. I think this is too important of an issue.  As I understood it, the Council is asking this Committee to tell all the questions that were asked, to research, get the answers so we all could make an effective decision.  I think we should allow the Council, as a whole, to do that.  So I would be more than happy to second a motion to refer this back to the Council.  If you would not like to make a recommendation of either item, but just to refer it back to the Council with the information that we have now gathered, I would be more than happy to second that motion.  But I do think we need to have it returned back to the Council.

Councilwoman Gabelich:  So you are saying make the motion to return it to Council with all the questions we have asked here be presented to the Council, so the Council as a whole can decide?  So I’ll amend the motion to be just that, return to Council.

Councilmember Gabelich moved seconded by Councilmember Richardson that the communications be received and referred back to City Council.

The motion carried unanimously.

Councilmember O’Donnell:  I do have a question.  As practical matter and logistics—They are going to get all these memos that we have before us.  The full Council will get all these memos?  The City Clerk would give them these?  The City Attorney’s Office?  Whose responsibility is it to get them this information in a timely matter?

City Attorney:  The City Clerk will transmit the information consistent with the requirements of the Brown Act.  It will be a packet, and it will consist of everything that has been submitted.

Councilmember O’Donnell:  Great.  I know you know where I’m coming from.  I just don’t want to get to the day of having to make a decision, or have a discussion and have people say, oh, well, I didn’t receive the information.  I’m confident the City Clerk’s office will forward it.

City Attorney:  Well, realistically they will probably get it the Friday before the Tuesday, which probably will not be a realistic period of time for them to assimilate it.  But if you wanted to request a different procedure whereby the Council gets it one week or two weeks before the actual hearings.

Councilmember O’Donnell:  I’m open to that.  I would like to hear what the will of the Committee is.  I would like everyone to make as informed decision as possible.

Chair Richardson:  Maybe as a suggestion what we could do from our Committee is to do a cover memo saying that we held the following meetings, how many.  I think directly behind the memo should be the City Attorney’s responses because I think that summarizes best what has been discussed, and then behind that we could have the subsequent memos, and I think we could go as far as notes taken from the meeting to include those, for those people who really want to delve into it, of every single comment that has been made and have it available.  We could send it out and say this is going to be coming back to the City Council as an agenda item.  I know I need to get with Mr. Miller because our schedule coming up over the next couple of weeks is going to be pretty tight.  So unfortunately, I can’t promise a specific date today when we will bring this back to the Council.   I know June 6th is packed; June 13th is packed, June 20th.  We’re hoping to get it in, but we just have to figure it out with the Mayor who sets the agenda.  We don’t set the agenda.  The Mayor takes all the items and plugs them in where she thinks it’s appropriate.  So maybe we could do a memo that gives everyone everything now, and then when the agenda item comes up they can get it again.  Then there should be no reason why anyone hasn’t had plenty of time to review. 

Councilwoman Gabelich:  You are recommending that this go back when?

Chair Richardson:  Our motion was to refer it back to the City Council.  It is of the Mayor’s discretion when it goes on the agenda.  We can’t dictate to the Mayor—you have to take it on June 6th or you have to take it on June 13th.  The Mayor and the City Manager determine that based upon the schedule of the items that we already have.  So all we can do is refer it to them.  I will talk to her, and say obviously, that it’s important that we have the item addressed.  I don’t expect a problem.  I just can’t promise today whether it’s going to be the 6th, the 13th or 20th.

Councilwoman Gabelich:  And we all know what June 13th and 20th looks like.  So I don’t know if we can say, put this at your discretion, but we have major issues on the 13th that are going to carry over to the 20th.  Do you feel there’s any reason to…for a big rush on this?

Chair Richardson:  Well, it is a pending issue and I would hate to be accused on either end of not letting it go through the process.  So I think rather than it becoming a personal political issue, I think it’s best that we, as a Committee, refer it to council and have the Mayor make that decision, and I’m sure she’ll make the right one--the Mayor and the City Manager.  So that’s kind of….Mr. Shannon, or the Clerk, who would help us with all the background information?  I could work on drafting the initial memo, which will be very brief, and I’ll pass around for your signatures.

City Attorney:  The Clerk undertakes the responsibility to compile the documents and transmit them at the appropriate time to the City Council.

Chair Richardson:  This is before the Council meeting.  Would they still be able to help us with that?

City Attorney:  I think you might want to formalize some request to the City Clerk so they know just exactly what it is you expect of them.  As I understand what you are saying, is you would like to have that packet put together in anticipation of it going to City Council before an actual date is set.  And tell me if I’m going too far here Madame Clerk, you could immediately put together the packet that consists of all of the submittals, Councilwoman Richardson will do a memo and transmit it to the Clerk, and let’s say within 2 weeks, you will have the packet put together?

Jan Davey, City Clerk Specialist:  Yes, that’s not a problem.

City Attorney:  Then my suggestion is you request the City Clerk, and transmit the packet to the City Council at least a full week before the actual date that it’s set.

Chair Richardson:  If we can just ask for the documents to be compiled in a week, as opposed to two, because if for some reason it should come up within two weeks we want to give people at least a one week opportunity to review the information.  We’re dark next week.

City Attorney:  We’re dark for two weeks.

Chair Richardson:  Okay, that’s fine.

Councilwoman Gabelich:  Mr. Shannon, by your interpretation of the ordinance, would the City accept, as a sufficient no strike pledge for less than the term of the lease, say a five-year no strike pledge?  Would that be something that the City would recognize?

City Attorney:  Not the way the ordinance is articulated.  Of course, it’s your policy decision.  If you wanted the ordinance drawn up in a different fashion….

Councilwoman Gabelich:  At the last meeting there was some discussion about the no strike pledge for the hotels that were already organized.  Mr. Kahn said the terms of the no strike pledge could be negotiated as part of the terms of the collective bargaining agreement.  So I’m wondering if we would accept anything like a five-year no strike.

City Attorney:  I’m trying to conceptualize how that would work.   I don’t know if that’s a doable thing or not.

Councilwoman Gabelich:  Okay, well, there continues to be a lot of questions about this.  When we go back to the Council will these papers and all of the reports, and all the communications that we’ve received are there going to be the answers that we’ve received to these 19 questions.  Are they going to be identified so the Council will have the opportunity to read them as answered, or are they just going to get what we got?

Chair Richardson:  That’s what I’m suggesting.  I’m suggesting that all the minutes from our meetings be also included behind the memos.  So that all the questions that we asked, all the answers that we heard, everyone will get everything.

Councilwoman Gabelich:  Okay, thank you.

Chair Richardson:  Members of the public.

Mr. Frahm:  I had a number of questions in that email that we sent you today.  Could we get those answered by the City Attorney: in that packet?

City Attorney:  No.  Most of these questions we are not in a position to answer because this relates to the third party contracting between Mr. Frahm’s firm and whatever hospitality organization he contracts with.  We’re really not in a position to answer those questions.

Chair Richardson:  Thank you.

Mr. Murchinson:  Councilmember Richardson, we’re comfortable as a hospitality alliance, to have the item come back, as to when it’s convenient for this Committee to bring it back to Council.  Certainly after June 20th, or whatever works out with this Committee.  So that’s fine with the Hospitality Alliance, number one.  Number two, we would ask you to consider, as part of your motion that you do away with Version B as a recommendation to the full Council, given the City Attorney’s position already in the way the language states right now.  So we would ask that you would consider that as part of your motion that you are going to refer it back to Council.

Chair Richardson:  Thank you for your comments.

Councilwoman Gabelich:  For discussion, that’s a good point, Mike, based on the recommendation of Mr. Shannon, is that something…I mean we’re going to go back to them with really not much more than questions answered without any direction from us as a Committee.  Would you agree that based on Mr. Shannon’s suggestion that we just return with Version A as an option?

Chair Richardson:  Councilmember O’Donnell, did you want to comment first?

Councilmember O’Donnell:  Well, I’ll let you comment first.

Councilwoman Gabelich:  Well, Mr. Shannon, according to your January 2006 memo it sounds like you still think this could come under legal attack.

City Attorney:  Well, either version is certainly subject to potential legal attack and I want to be absolutely clear on that.  We feel more comfortable with the more restrictive Version A.  By the way, so we don’t get confused here, we’re really talking about two separate issues.  The first issue was brought up by Councilmember Richardson, how should you interpret Version A.  It appears that LA may be interpreting Version A to be the equivalent as Version B.  That’s really a question of draftsmanship.  We can certainly draft it if there’s some question of ambiguity.  We can certainly draft it to make it very clear that it only applies to new leases and it does not apply to amendments and assignments.  So that really is a separate issue.  In other words, how do you interpret it?  We can make it very clear.  The important question though is, if you do interpret Version A in the more restrictive sense and Version B in the sense that LA is apparently interpreting their ordinance, which would be less subject to legal challenge?  Clearly in our minds, Version A is a better version because it eliminates one of the fundamental legal issues that would be raised, and it’s not a labor issue, it’s a contract issue.  If you were to go forward with the Version A, as we have interpreted it, you would eliminate the contract argument and you would only be faced with the potential of an argument that is in the labor relations field.  So we’re recommending that you go with Version A.

Chair Richardson:  I still remain in my same position of the first motion that we had.  I really believe that this is such an important issue for the entire Council.  We will clearly have the City Manager’s opinion, we’ve now had tons of testimony as well, and I think every one, as a whole, is best to make that decision.

Councilwoman Gabelich:  So if the Council should decide to send it back to another Committee, so be it, right?

Chair Richardson:  Yes.  But I would doubt that.  I would very much doubt that.  I feel very comfortable that I think we did our job.  I didn’t get the impression that the Council was asking us to make a decision on A or B, as I seem to recall the meeting.  There was a lot of confusion, questions couldn’t be answered, and there wasn’t a clear understanding.  We have good definitions here; we have answers to the majority of the questions.  I think people at this point will feel comfortable to make that decision.  And that’s what they asked us to do.  I don’t recall them telling us to pick which one you think we should do and then come back.  I really got it as an information request.  So that’s how I’ve handled the meeting thus far.

Councilwoman Gabelich:  Okay, thank you.

Councilmember O’Donnell:  I feel much more educated on this issue then when it first came up.  So I want to thank everybody for being here today.  I want to thank you, Madame Chair for what you have done.  The City Attorney’s Office has been great and very patient with us, I can assure you of that.  I feel much more educated and I understand the issue much more, so thanks.

Chair Richardson:  Thank you.  Mr. Collins, if you wouldn’t mind maybe staying open to coming back one more time?  Tell me what you guys think, but I found your comments very helpful.  I think it makes a big difference, as a Councilmember to hear kind of how other cities respond, best practices, and varied objectives.  So I would like to invite you back again once we do bring it before the council, so if they have any direct questions they have an opportunity—because I think your testimony was very powerful.   Any remaining questions before we adjourn?  Thank you everyone for your participation.  We will be communicating when this will come back to the Council, shortly.

The meeting was adjourned.

1 of 23

