20. (REVIEW AND SUGGESTHED REVISION OF RENTAL RATES AND ROYALTIES = W.0. 1087.)
At the meting of the Stete Lands Commissior om July 18, 1551 (Mimute Item 12,
Page 1414), there was presented to the Commizaion m review of tho prasticss
and policies soncerning rates of rental, royaities, and othar related matters
with suggested amondwants, with a view towsrds bettsr scordination of the
existing system. Action upon the reccmmendations wesz deferred to allow suf-
ficlent time for study bty the Commission of the recormendations that were
mde.

At its mesting on Septembher 20, 1951 (Mimute Item 18, Fage 1445), the Bxecu~
tive Officer was directad to publish a notios of the proposed revisions in
order to givs the public an opportunity to express its reictions and the
condlusicn was reached to consider the propcsed revisions at the next meeting,
taking into consideration auy commsnts or suggestions that might be received
in the mwntime, Botiou were published on Cotoder §, 1961, in "The Los
aigeied Deily Jourani™ snd the “Seoramento Bee”, in whish the pubiic wes
advised of 55 proposed changes and was informed that those intsrested might
obtain copies of e a¥ sither the Sasramsnto Offiocs or ths Los ingeles
0ffice, snd that any cozmemts thereca would de reseived at the Los Angeles
office wp %6 “*to‘b-ur 23, 1981, No requeats for copies of the proposed
miainm have been received to date, end mo coments have Deon MiM

UPON MOTION DILY MADE. AND mmm." CARRIED, A RESCLUTION WAS ADOPTRD
AUTHORIZING THE REVISIONS 3§ REETAL RATES, ROYALTIES, AND POLICIES "PRESENTED
m THE COMMISSION AT ITS MERTING ON JULY 1€, 1951, TO BE USED BY THE STAFF

1% ¥RGOTIATIONS; IN CASES REQUI&M SPECIAL TREATMENT, FULL INFORMATION AND
mmm ARE TO BE PRESENTRD 20 THE COMMISSION POR. 1T7S CONSIDERATION.
FURTEER AUTHORIZATION, AS FOLLOWS, WAS GIVEN:

1. APTLICGATIONS FOR MEW LBASES BEG!’VED N FULL mmm A8 T0
BXIETING measwmsmm DEPOSITS PRIOR 10
JANUARY 1, 1953, ARE 70 ¢ sy :zasm:ss IR EIISW m&"&
OCTOBER 24, 1980,

2. PURPRESTIRE {ASES .&R’ﬁ?ﬂ S;ABRZT&RA% “I¥ EXISTRNCE PRIOR
TO OCTOBER 24, 1961, IF THE LEASES ARE AUTHORIZED BY THE
COMMISSION PRICR TO JANUARY 1, 1952,

RENEWALS OF EXISTING LEASES ARE TO CARRY THE RATES IN
EXISTENCE PRIOR 70 COTOMSR 2%, 155, IP THEY ARE AUTHORIZED
BY 198 COMMISSION PRIOR 10 JANUARY 1, 18623 PR »
HBOWEVER, TBAT IF ANY SUCH RENEWALS APPLY 70 LEASES EXPIRING
APYER DECEMRER §i, 3351, OMLY THOSE APPLICATIONS FOR RENEWAL
THAT ARE ON BAYD AS OF GUTOBER 24, 1951, ANE TO GAR’&YT&
BATES EXISTING TRICR 70 THAT DATE. :

LY APH,SESTIGNS BOT COMING FSTHIE THR PURVIEW OF THE &E@ﬁ
zﬁm}:’ R él.-‘ﬁ THSE """“'f%fii “"”‘3 ;%Z‘f':»;i SANTARY . 1288, WG
CARRY THE H2W JCHEDULE OF RATLS




Discussion of the seversl changes follows:

Mt- of~@%mntz

Past practios haz bean to require a ysarly rentel of $40 plus twe cents per
lineal foot. It hmg been serioualy oomplained of az being sxcessive; to
suwoh an extent that the applioant, in same cases, has- fowsd it cheaper to
purchage the vdiole of a school section than to pay for s right of wey across
it. This can be seen to be correct because whea the two-cent rentsl rate is
capitalizad at 4%, the cost of the land amounts to about $200 per sore, well
in excess of its actusl vaiue.

PsReCs 6976 oatablishes & rate of $2.50 per acre por year for ri;ht-ot-ny
eassments over oertain State lands., For oonni-hnoy and ta ecntora to this
lew, thix rate will be smnlisd, Por 3 right of way 300 feet in widih it is
the equivalent of about 0,8 oents per linesl foot per year, which if cepital-
ized at 4X becomes 16 oents per limel foot ia parpetuily. Thess retes will
apply to use of all kinds of lands under ths jurisdiction of the Stste Lands

Oeninion. including the beds of mavigable streams and tide and submerzed

&

Essements are generally desired for a lm torm; sasmatimes in perpetulty, and
sometimes for so long as used for & specifivd putpess. 3he practics of the
State Lands Ccamissitn hag boen to 1imit the term to 15 years, with rights of
renswal for one or more periods of 10 years esch, In view of the long-term
finanoing proczfures. of public utilities, provision is Deing mide to insreass
the tern of much ssssmants to for so long as the lends sre used foe ths -
speoified purposs. The term is not to exoesd 49 yeers, however; otherwiss

the State might de considered to lose its status of cemer, which iz oontruy
to luw in the case of sovereign lands.

Ths minimum tota) consideration to be paid to the State will bs $50. All
“foss and rontals are to e paid in advence. Bonds will de required caly
where the irstallation is of such a nature as t result in a sudstantial
severance, becawuss otherwise the cost of removal of any installation would
be negligidle,

2 foragoing procedures are to apply to all cassl mozst those involving
.‘;sx.:;;ma Wmﬂ in excess of $50 per more. Fii the latter, apecial
negetiations #ill Lo had in each cases

Graz%rutiom, and Agricultural Loms

Grasiss, apd spi-lesiiural leases in the past have bsen ismed on the basts
of wﬁﬁvﬁ bidding after receipt of a minimum acceptable offer of 6K of
the appraised value or of 20 cente per acre per ysar; whichever was the
greater, There has besn practioally no bidding by other than the origimsl
applicent, and the minimm hus Deon set 80 high that usually the lease wes
e sntered into only in order to qualify for a Federal lease on adjoining
] lends, Such leasss, in the future. will be based upon an appraisal of the
S valuy of the lend for supporting the intendsd use, and are $c de negotinted,
e and not xede subjeot to compatitive Hidding uniess conditions werrsut such
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procedure, Thess losses will run for terms of fram ons ‘o five yoars, with
preferantisl right of renswal in the lesses for like péricda st such terams
ond conditions as the Commission may docide st the time of renewal. Bonds
will be required where the cost of installed fagilities iz in excess of
$1000. A minimum anmual rentel of $10 has been fixed.

These requirements slao will be zpplied in omses invelwing the use of tide
and sutmerged lands for recrsationel purposes.

Commerein) and Industrial Loasos

In the past leases for commercial and industrial uses kive been iasued after
nogotiztion on the basis of 8 percdnt of the appreized walue per axnmm (with
autematie insvesss of 10 porsent i vlus svery {ive yeirwj. ino bese rate
is inoreased to 9 perceat whore there is a purpresture. The terms are from
one to fifteen years, with prefirential right of renewal in the lecsee for
one or mors temyear teras, on swh conditions us the Comission way then
proscribe; Bonds have always bess required. This requirement will now be
mived where proposed imgrovements do not cozh in excess of §1000.

T winimue enpusi rontal bas bess insveased from 450 to $100, This will
Ying the niniwme for = ooomercisl or indwirial ¢Btablishment to & higher
rats than ths flat rontals sssessed for ark-sites foF residential use.

This nethod will be applied alss to srkesites used for commersisl purposes;
and to oases involwing minor strustures sosting in oxcess of $2000 when used

et L )
QOmTmaNde ey S,
- - »

Ho changes.

A:kosi‘&t I{fanna

Past policy at Corde Maders required an ammul rental of $42, Mors recsatly
the Comzission Zixed rentals in the Biaok Point are at $50 plus $15 por
suruotice. As the Corte Maders loases are expiring this year, thsy will be
brought in line with those at Black Pointe Axks used for commercisl purposes
will be sonsidersd 23 in the same ontegory as dooks and piers. Thersfors,
the m:l;r $50 plus $15 will apply to arkesited used for residentisl pure
oS only. :

Minor-gheusture %m‘ks

Twse cover buoys, moorings, floating equipment oto.p alse vatwalks, mall
boat landings, and boat houses, costing not in exvess of $500, A flat fee
of 215 hag besn assesied, snd the term of the permit has Been for not to
excesd five ysara. No expsiise daposit has besn required since no appraisals
are sede.  To meak the seats of administretion mo. oloaely, the fee is
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inorensed to $25 where reoreationsl use is involved; and, to be consistent
in the differentiation between recrsationsl and commercial uses, the fe¢ for
the latter is to be $50 where facilities costing not in excess of $1000 are
proposad, and $100 whers (he cost excesds $1000 and doss not exceed $2000,
To reduce fwrther the burden of field appraisals for minor projects, the
cost limit is raised to $1000 for recreaticnal uses, and to $2000 for
comercial,

Minoral Leases (other than oil and ges)

Except for prospecting permits and for renswals of cortain loases imsusd
prior to 1941, the FPublic Resources Code leawss the fixing of royalty rates
with the Commission, subject to competitive bidding in all but preferential

Ia B Iatter the formuie X = & + Ly~ has veen used in ihe pest,
where R ® royalty rate in %, X ® 0,00890525, V » assay velus per ton in excsss
of $20, & ® minimum royslty rate in %, and n » 2, Thic wes desigued for
precious metals, tut appears in one preferential lease where perlite iz the
principal . ral invelved: In another case involving perlits, & stepped
scale of 1 to 20 of the gross sales pr:loo. the rate depending upon the
volums of production, W& useds For resewiis of Owens Laios issses, and for
the Williems lease at Mono Leks, the zate had Be¢n set at 50 cents per ten
:}:; 2% of ﬁt’ho woighted average sales prioe foosbe the plant, whichever was

greaver,

The foregoing methods of cowputing royaltiss izvolve qwhrly, if not
monthly, determinations of uverage sales prices, and thus impose comzulicated
and burdensoms aocounting upon the State and the lessse, To obviate thia
the following formula and method has b esn adepted:

R ® a +b(g=d), in which

R ® Royalty in dollers and cent® pir unit

a ¥ Fixed minimum royalty

b ¥ Bid fastor (expreased as 1.1, or 0.8, ots.)

¢ * Weighted aversge gross sales price per unit for
"yardstiock year"

d = Estimated weightad gross sales wilue at the begimning
of the lsase,

PN ;!,u.».a,.u‘tn :;..anw ia ana salarbad it Intarwals thraurheut the H.fe of the

e

laan for which ths actual mi&hted average gross eales price is determined
and utilized in the formuls for ceaputing the reyalty for the snsuing inter-
vale Tho intervalsz would be selected with due regazd for the iyps of eperss
tion invelved. For the first interval of the Iun R equals a. Therssfter
R will equal & or & + B{o-d), whichever iz the greater. Iniz methed will
reduce the deBermitation of the “weighted average grossz salss prica® to
ONoH SYAry Severil years,
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In axy particuiar omge the sslvotion of s, the fived minimum, and of d, tie
initial estimatsd sales waiue, iz to be done with oare, Stapped valiss are
% be mesigued to & to sllew far sn incressed royalty with a substantial
increase in wolums of produotion., Ths bid fastor D wiil be whatever the
bidder wants td make 3%, i the cass of sompetitive bidding, or what the
Commizsion fixes, in the case of prsfsrentisl iasses.

For preeious minerals thas sbove nghoa will be followed, but tle formals
will be nedified to R » & + ble~d} to allow for a mors rapid ineoresse in
ronaliy in osges of high-valwp msa

& top 1init of R » 20K will be st for nonprecious minersis, and cne 6P R =
. 80K for precious metais.

Dradging of sand and gravel from navigeble stresms was occordinated ty the
Domalmutaw ot it u.ﬂné an lm»‘ﬁ . 1950, az follows:

3 For dredgzing fvt ﬁm specific improvsment of acvigetion under @
cortract with the Fedorel Givermment or other authorizsd publie
asgency where public moniss are being used, pemite will be
izsusd sand mo Toyalty ohurged.

Z. Vhers dredging is dome st private ecst for the speoific benefit
of navigation, or where it is Jdons 59 28 €0 have consurrsut benefits
to navigation, £100d control, and recreationmal iIntsrsets, 2 minimum
royalty rats of one vent per cubie ysrd is reguired. Ix these sames
s favorable opinion frem the UsS. Corps of Englmsers to the sffect
that sush bemefits will result is s requisite,

For purely commercial opsretions tlw minimum royxlty rate to be
specified is three zeuts per cubls yard; leares in mush cases %o
isus only afier weiver of cbjection By TaSs Corps of Engineers,

There dredging is deuo undey Fedaral permit at privats nost for the specific
benefit of navigation, mo royally will be charged; this will more olosely
conform to the intent of FaReCe 6305 ap smended in 1945,

The forsuls giveu fPeve.foe Nomprenicus minersia can he ussd for smputing
royalbiss and veosivieg Blds for dredging sand and gravel, the fixed minism
reyaily rate & boing ons ovnt ur thres cents, ax circumatences might roquire.

il nad ‘au Wat

Qurrsnt progedure ix to o9 fellowed, Study iz being given, however, %o &
glaplification of the poysity formule oow in use,




STATE LANDS CQMISSION « PROPOSKED IR

RINTMOY
TYPE OF LZASE  RESTAL  RENTAL R ROYALTY RATES
’ 1} Right of Wey 250 total 0,6¢ per £%, per yr.
15¢ per b,

2) Grazing, $10,00 By nsgotiation
Agricultural, per ¥r. after appraisal
Recrgationsl

3) Commercisl, $1.00.60 6% of sppraised valus
Industrial per yr. per yr.3 9% where

purpresture exiats

4} Groina, sto. No rental Yo rental

5} Azk Sites~ $50 plus $15 $50 plus $15 per
Residential, per dweliing dwsiling per yr.

6) Fish Ganvon 2K to 30 815 4o $30 v o

per yr.

7} Minor §25 tes 25 foe
Structures~
Racrsational

® o 550-8100  $50-3100 fee
Structurss~ fee :
Compercial
9) Minersls:
a) Prospeciing  §$1 per acre 207 of gross valwe
b) Presicus $L poracre R%¥ad wlemd)R
PO T, ¥ax, of 50
¢) o~ 31 per zore R % a ¢ ble-d)
precicus per yr. Hax, of 25%
2) Uredging Ote3¢per RE®g4bicad)
Sita yﬂ. Max, of 25%
&) Seoda ssh 50¢ por toa R ® 3 & b{gwd)
ste. Mt of 25%
£) 01 and Gas 16~2(3¢ plus Rz (P~ 2&‘%% |
asreage 2.5 % 0160607
rentel

1 to 49 yrs.
49 yrs.

% tc 5 yrse.

1 to 15 yrs.

Indefinite

1 %0 10 yws.

Yaries

1 e 5 yre,

1 tc & yrs,

2 yrs.

20 yra,

- 20 X8,

<t yra, }

20 yra.

20 yrs,

Az above

One ad
iyr.

Sugesksive
10-year
perdeds

Az above
i3 above

Az ahove

(Note 2)

Nota 1 = Except prefersniial lesses iszued pursusnt to pm;aectiﬁé rermits.
Nobs 2 = For so Jong thereafisr as oll and gas produced in peying quanilties,
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INITTAL
BONDS REQUIRED LETHOD OF IEASIFG DEPOSIT
There By application $2100,00
subgtantial
Fhere impreve~ - By applicstion 5,00
ménts cost in and pegotiation
excess of §1000
* Where improve= Az sbove $100.00
ments cost in ‘
excess of $1000
.- Yes By spplication $100,00
Hone By spplicatl on Hons
Hone By"zppiiica‘aian Rope
Kone By applicstion Nona
Kons By applicetion Norm
| Hone By spplicktion $1.00
par acre
" Yes Gompetitive bide  $50.00
i {Nots 1) ' ‘ ’
. Yes ks 2hove $50,00 .
T Competitive bids — $50.00
. Yes As skove $50.00
}
' Yon Ag above Noro
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RENARKS

amount of bord fixed by cost of
reroval of structurs

is above

Ant,of bond fixed by removal cozt,
ippreised value aubomatically in-

creased by eyery five years.

TRE

Amouné of bond fixq& by cost of

yemovale

Hons

Currént repewals for one yr. in
view of pomaidle sxch. with G5,

Limited to casez whers cost of
facilities does not excesd
§1000.

Thors coat of Cacilitiss does not

exomed §1000,%ee is $5Q; where
cost over $1000 and doey not
axcesd $2000, fee is $100

Proferential sirsrel lesse upen
discovery

$1000 minimum bend
Ag sbove
As adbave
$1000 mizimum bond

$25,000 mintmum hond; bidders

aukmit deposit to dalrsy costx,

i? suosesaful, and o gusrantees
aceaptanes.



