
MINUTE ITZ4 	 8/21/6T 

21. LEASING POLICY - SOVEREIGN AND SCHOOL LANDS, EXCEPr MINERALS - W.O. 5125. 

Following consideration of Calendar Item 17 attached, and upon motion duly 
made and carried, the following resolution was adopted: 

THE COMUISSION DIRECTS TEE EXECUT/VE OFFICER: 

1. TO MANGE FOR A PROCEEDING AS REQUIRED BY GOVEROMMT CODE SECTION 11420 
TO CONSIDER AtIMDMENT OF CURRENT RUB AND REGUIATIONS IN ORDER TO 
mamma anncomiattaiiimNg ouTrarmTN -.R Ism 17 .ATTACHED AND 

Y BY RE 	:CE MA.DE A PART HEREOF; .AND 

TO DRAFT SUITABLE LEGISLATION Ilk RE EEQUIR TO iteumant TRE SUGGESTIONS 
OUTIXIM, IN CI ZAR I` -1 17 ATTACHED AND HEREBY BY REFERENCE MADE A PART 
blaEovo  FOR cdsomwrics BY THE CO-1,24ISSI011 AT A SUBSEQUENT METING. 

Attachment 
Calendar Item 17 (10 pages 

878 



There its presented. herein for consideration by the Commission a summary 
review of uonmineral Ieasing policies and practices now in effect, with 
recommended changes. 

The State Lands Commission established policies relating to this subject and 
reviewed. and adjusted. rental rates on Nove.mber 18, 1959 (Exhibit ""B"). 
Since that time, the conditions of econmic expansion and population growth, 
as well as emergence of new recreational pursuits, have resulted in an accel-
erated increase in the use of State land. in the following principal categories 
of occupancy: 

1. Commercial enterprises., water oriented; 

2. Inilustrial wharves, pipes, wires and cables; 

3. Private recreational E): -'1.cttures; and 

4. Public uses for recrewtion, health, safety and transportation. 

.Although certain types of Leases ana permits do not produce a monetary return 
to the State, either,  because of statutory reqarements or because of accruing 
public use and benefit, a large number dr, result iv a contribution to the 
ge.noval revenues of the State.. This contribution will increase if the recom-
mendations contained. herein are adopted. ultimately. 

Review and, an .%l rsis of current practices end requirements for change are based 
upon securallg a reasonable' ,return' to the State for use of its land.. This is 
consonant with commercial practice and provides for administration of the 
L.-  -:-7.1ds held. 1:ei trust in the best public interest, Two significant changes in 
exist ing leasing practices are suggetted4 

1. Provision for the State to receive' a percentage et E,.to$.5 income derived. 
from use of land. by certain comaercial enterprises. 

2. Ite issuance of Long-term leases with provisions for periodic review of 
the rental. 

IT IS RECOMMDED THAT THE Ca: MISSION CM.:,‘-1,7111; 

ScbedTele 	1. 11DOPF....4 MP ATTACHED SCHEDULE OF LIME CIASSVICATIONS, 
of 7.,..es 	RATES AIM MICT.25, AS MOWN Oil EXHIBIT "A" AMI.CRED AND 

BY REFOREICE 1.TADP.1 A PART H. OF,, MICH MAIL $U;' 	3E 
ANY SCEDULE FOR 9:FEWE PURPOSES EST.A.BLIe.. ria..04-01203tE• 

rate of 	2. APPROVING THE CONTMED USE OF UM MSIC 64 R4T,E1 OF RETURN 
return 	 TO BE APPLE TO MID VALUE LI cairumo roliTALS, MERE 

APPROPRIATE, mica MI =MAIN BEIRALS CtircaLtiT UNP vai: 
FED}' PROGRAM RV.001.2,20.M1  HEREIN l-ci ACCORD Wile LW 
ECONOMICS. 

WASMISIMINIMIIIIMINEMMer 
7-7-7.47r 



Leasing to 
littoral or 
riparian 
owners 

Leas-es not 
Subject to 
littoral owner 
interest 

CALENDAR IMUL.T, SCONTD 

ADOPTING A POLICY TO REQUIRE THAT ALL PROFIT. OBI 
LEASES (CIASSE-S A AND C AS MOWN ON EXHIBIT "A") SHALL 
PROVIDE FOR STATE TO RECEIVE A SPECIFIED' PERCENTAGE OF 
GROSS INCOME DERIVED =ALLY FROM USE OF LEASED PREMISES 
WHENEVER SUCH PERCENTAGE' AMOUNT EXCEEDS THE ANNUAL BENT 
THAT WOULD OTHMISE ACCRUE BY APPLICATION OF 6 RATE OF 
RETURN TO THE LAND VALUE. ME PERCENTAGE TO BE USED FUR-
su.ANT TO THIS POLICY SHALL BE DIBIVED FROM A RANGE OF BATES 
COMM ME VARIOUS BADEN° AND SERVICE FUNCTIONS TO BE 
ESTABLISHEM BY SUPPLIZINTAL RESOLUTION PRIOR TO ME EFFEC,►  
TIVE DATE HEREOF. 

ADOPTING A POLICY TO REQUIRE THAT ALL LEASES, EASEL.. 
AND PERM'S ISSUED FOR TERMS EXCEEDING TEN- 'EARS SHALL 
PROVIDE FOR THJE STATE TO neggq zaiETIOVIT TO REVIEW' THE 
CONSIDERATION AT:FIVE-YEAR leiTERVALS 4141) TO ESTABLIV A 
nu RENTAL 	 THE coistcstIoNis Aft:WI  s.ICE ACTION 
IS DEMD TO BE :HIVASONABLE AN),:i APPROPRIATE; PROVIDE AT 
SUCH REV= 	..,AT NO vra:Elal TO THE LESSEE 

5. cogtagin::KT INE 4FECT THE COMMISSIOWS CURRENT POLICY OF 
LEASflIG,  TIDE AND SUBMGED lANDS TO THE inrimus., 214mg, 
TO TuE OWNER OF APPRORIATE PE MIT; LICENSE OR EASPIENT 
FROM SUCH LITTORAL WIER OR .TO PUBLIC BODIES OF ME STATE; 
SUBjEOT TO THE PROVISIONS,OF . RECOttiENDATION M. 6. 

RESERVING HEREAFTER THE RIGHT TO LEASE TO THE BEST Q.0 
FIE APPLICATIT,. IN ITS ,JIMMEST AND DISCRETION, THE ABE. 
OF UNMAN= SOVEREIGN LAND WIMYTN 	F0LLC-7111G CA,TEGORIES: 
ISLANDS, SHOALS., BEIMS ARTZPICY • Y FILLED, DRY OD MARSH 
LANDS ADD WATER AREAS =ACM 'MEV). 

Percentage 
leasing 

Review of 	4. 
rental at 
five-year 
intervals 

Last year's 7. RESCINDING THE CURRM. RF_QUIREMM THAT THE LAST 
rental 	 ANNUAL Roma BE PAID IN ADVANCE. 

Rent-fr4e 
permits 

Payment of 	9. 
rent by public 
tizemies 

AUTHORIZING INTRODUCTION OF LEGISLATION TO REP THAT PART 
OF SECTION 6503 OP THE PUBLIC RESOURCES CODE MICH MEETS 
BM-FREE OCCUPANCY OF SOVEREIGN LAND BY PRIVATEBECREA.- 
TIMIS min. 

ADOPTING THE POLICY THAT A PUBLIC AGENCY OR POLITICAL 
DIVISION S'HAIL PAY NOKAL IIONEURY CONSIDMATION FM THE 
USE OF SOVEREIGN LAND IF TR Fo PROPOSED USE IS PROPIT-0111001.w. 

10. AUTHORIZING THE IMODUCTION OF IMISS.4. iTION TO 1.10.0 SECTION 
7901 OF THE PUBLIC UTILITIES CODE TO RIVIRE PAYAELT Or 
NORMAL MONETARY COITSIMATION PCB PIACZENT OFTZEPHOITE OR 
OMR Ca IIMICATIONS FACILITIES Lilo  Wel OR ACROSS BO'` EIGII 
MIDS. 

Payment of 
rent by 
telephone 
companies 

r:31111/1 



Payment of a. 
rent by State 
Department of 
Public Works 

Lease by 
invitational 
bid. or offer 
highest and. 
beet use 

Administra-
tive charge 
to accompany 
all applica-
tions 

Interim 
administra-
tive 	e 

CALENDAR ITEM 17. (CONTD.)  

AUTHORIZING ME INTRODUCTION OF LEGISLATION TO REPEAL SECTION 
101.5 OF TIM SMMTS IUD HIGHWAYS CODE IN ORDER THAT A MORE 
TARY CONSIDERATION MAY BE CHARGED FOR ME USE OF SOVEREIGN 
LANDS AS RIGHTS-OF-WAY, FOR THE PROTECTION OF ANY STATE 
HERM, OR AS A SOURCE OF MATERIALS FOR THEIR CONSTRUCTION, 
MAINTEMANCE OR IMPROVEIENT. 

12. ESTABLISHING A POLICY THAT .ANY SE OF STATE LARD OF THE 
TYPE DESCRIBED IN RECOMENDATION NO. 6 .ABOVE SHALT, MUM 
DEVELOPYSNT AND UTILIZATION TO MAXEMUM ECONOMIC POTENTIAL, 
MIS TO INCLUDE AUTHORITY TO ADVERTISE AND INVITE BIDS MERE 
PRACTICABLE. 

13. AUTHORIZING THE INTRODUCTION OF LEGISLATION TO AMEND SEC-
TIONS 6502 LID 7706 M.' THE PUBLIC RESOURCES. CODE AS NECES-
way TO FROMM .1+.zor, AN ncrmau IT=Ta FIUNG FEE FP.011. 
10 $250  tiflICH AMOUNT SEMI AccomPAIr4 ALL FORMS OF APPLICA-
TIONS. 

14. ADOPTING A POLICY MUCH ESTABLISHES IMIEDIATTLY A NONREFUND-
ABLE ADMINISMATIVE CHARGE OF $20 TO ACCOMPANY ALL .APPLICA-
TIONS, INCLUDING PURMSE APPLICATIONS, EXCEPT AS MAY BE 
PROHIBITM BY LAW; PROVIDED, THAT SUCH CHARGE SHALL BE 
EXCLUSIVE OF THE $5 FILING FEE REQU-4tED BY SECTIONS 6502 
MD 7706 OF THE PUBLIC RESOURCES CODE AND„ PROVIDED FURTHER, 
THAT THIS CHARGE SHALL REMAIN IN EFFECT ONLY UNTIL THE 
IMISLATION IS ADOPTED AS PROPOSED IN TM NO. 13 ABOVE. 

State to 
absorb 
certain 
expenses 

15. 	PFMG A POLICY TO PROVIDE FOR THE STATE TO ABSORB ALL 
la:MISES, EXCLUSIVE OF THE ADMISTRATIVE CHARGE AND FILING 

AS ELT:101:7N ON EXHIBIT 	INCURRED - IN CONNECTION WITH 
THE PROCESSING AND ISSUANCE OF A LEASE, =DENT, PERUET OR 
PAT' u= COVERING sTATE-OMM SOVEREIGN AND CONGRESSIONAL 
GRANT LAND; PROVIDED, THAT THE SUCCESSFUL PURCHASER WILL BE 
RESPONSIBLE FOR PAYMENT OF REGULATORY AND STATUTORY PATENT 
FEES APPLICABLE TO ISSUANCE OF A PATENT. 

Lease to 	16. 
include land 
areas actually 
used 

Projection 	17. 
of upland 
property lines 

ADOPTING A POLICY VEICH, 	 "ARATION OF DESCRIPTIONS 
OP PROPERTY TO BE LEAS D, ADDS SUCH AREAS ADDITIONAL TO THE 
DIMENSIONS OP WATER SIDES OF A STRUCTURE AS DIY BE NECESSARY 
TO ITS USE 

ADOPTING A POLICY TO PROVIDE FOR DEIZNEAVON OF THE SrATE 
LAND AREA TO BE LEASED TO A LIT:COPAL OWNER BY PrIOJECTUG 
!ITS Ii4OPFX..1.  LINES 'tATEC-iI,TARD licaNtra, TO TIE STATE EOUNDARY 
LIITE; PROVIDED, VAT PROPERTY LINES PROjECTDIG MOM AN 
TIRTZULAII SHORE LINE ARE TO BE THE SUBJECT OF NEGOTIATION. 

D.7.trfl„mance 18. ADOPTING TAE POLICY THAT 5111:E AMOUNTWAPERFORIIANCE AND 
and. surety 
	

Emmy BOW SHALL r).3 4ifinTIZIT TO PROTECT STATE' S INTIMSTS 
bonds 
	

IN AREAS NOT IMMIX COVInED BY DISMANCE,=MUG, 4;71.1  
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campAR ITEM lit. CONTD.), 

NOT LIMITED TO, THE FOLLOWING CONDITIONS AND COVENANTS: 
(1) USE OF THE LAND FOR PURPOSE SPECIFIED; (2) PAYMENT OF 
REN; (3) UNAUTHORIZED TRANSFER; (4) MAINTENANCE OF STRUC-
TURES IN SAFE MANNER; (5) COMPLIANCE WITH RULES AND REGU-
LATIONS OF OTHER STATE AGENCES; AND (6) CLEARANCE OF SITES 
AS REQUIRED AT EXPIRATION OF LEASE OR PERMIT. 

Subleasing 19. ADoPENG A POLICY ON SUBLEASING TO PROVIDE THAT-NO SUBLEASE 
OCCUPANCY SHALL BE arairlTED WEPT UPON PRIOR WRITTEN 
ApiewAr... OF TIM COMMISSION, AND TM AGGREGATE ANNUAL PRO-
CEEDS FROM A SUBLEASE, EXCESS OF AN AGREED- ON RETURN 
ON IMPROVEMENTS TO THE STATE LAND, SHALL BE DIVIDED EQUALLY 
BETWEEN STATE AND, LESSEE. 

Effective 	20. ADORING THE FOLLOWING POLICIES GOVERNING THE EFFECTIVE 
dater; 	 DICES Or TrIEM321MW POLICM: 

A. APPLICATIONS FOR NEW LEASES AND PERMITS RECEIVED IN 
FULL CCKELIANCE WITH EXISTING RULES AND REGULATIONS 
AS TO DATA, FEES AND DEPOSITS PRIOR TO THE EFFECTIVE 
DATE OF ANY NEW. REGULATIONS. ADOPTED HEREUNDER ARE TO 
BE GOVERNED BY REGULATIONS IN EFFECT PRIOR THERETO. 

B. MEWLS OF EXISTING LEASES ARE TO CARRY THE RATES IN 
EXISTENCE PRIOR TO TEE -EFFECTIVE DATE OF ANY NEW BEM:- 
LATIONS ADOPTED HEREUNDER ONLY IF THE LEASE EXPIRED 
PRIOR TO THAT DATE AND IF AN APPLICATION FOR SUCH 
RENEWAL WAS RECEIVED IN FULL COMPLIANCE AS TO DATA, 
FEES AND DEPOSITS PRIOR THERETO. 

ALL APPLICATIONS NOT WITHIN THE PURVIEW OF A 8: B ABOVE 
AND THOSE RECEIVED AFTER THE aFECTIVE DATE OF ANY NEW 
REGULATIONS WILL CARRY THE NEW SCHEDULE OF RATES AND 
TEEMS ESTABLISHED MEIN. 

IT IS ,RECOMMENDED FURTHER THAT THE EXECUTIVE OFFICER BE DIRECTED: 

• TO ARRANGE FOR A PROCEEDING AS REQUIRED BY GOVER1 /1MT CODE SECTION 11420 
TO REND Tx, C 	RULES AND REGULATIONS IN ORDER TO IMPIEtENT RECOM- 
MENDATIONS CONTAIITED ABOVE; 

TO DAM SUITABLE IEGISLATION WHERE REQUIRED TO DIPLEMENT JIM SUGGESTIONS 
OUTLINED ABOVE FOR CONSIDERATION BY THE CO MISSION AT A SUBSEQUENT tarevr.o. 

Attachments: Exhibits ue anal "B" 
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