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This Calendar Item No., 
vos approved as 'Minute hem 
No 	by the State Lands 	, 
Co;amission by a vote of iLAINWIL IThM 	 4/28/76 
to 	at as 4/11.q- 	 6111I 
me-0011 12. AMuNDMENT OF REGULATIONS IN TITLE 2, DIVISION 3, OF THE 

CALIFORNIA ADMINISTRATIVE CODE, ARTICLE 2 FOR THE ENACTMENT OF 
A VOLUMETRIC RENTAL RATE ALTERNATIVE - W 5125,1. 

During consideration of Calendar Item 12, Mr. James C. Irout, 
Manager, Land Operations, summarized the events leading to 
the preparation of these proposed regulations. lie stated that 
the revised proposal presently before the Commission is based 
on the following staff deterMinations: 

1. Land rentals, varying with the volume of 
commodities passing over unimproved lands, .ire 
being employed by other landowners in similar 
situations, 

2, Volumetric rental, if otherwise reasonable under 
all circumstances, may be employed as one of the 
alternative rental basis used by the Commission. 

Mr. Trout pointed out that some objections raised were that 
the Public Resources Code requires appraisals, that an 
I41,virenmental Impact Report is required, and that by volume 
charges were a 'burden on interstate commerce. 

Mr, Trout indicated the staff has found that the objections 
raised by the public and :industry have no merit, and that the 
proposed regulations, as revised, have a sound basis in fact 
and in law, 

In his presentation, Mt, Trout stated that public hearings had 
been held on volumetric rental rates on April 2D and May 2, 
1975, and, April 21, 1976 	Additional meetings were held 
during July 1975 with the oil companies, common carriers, ani 
public utilities. 

Mr. N. Gregory Taylor, Assistant AtLorney General, concurred 
in the staff's recommendations and advised there is no legal 
objection to proceeding with their :Idoption. Mt. Taylor noted 
for the record a report entitled "Report of the State Lands 
Commission on Volumetric Rental Rates", presented at the 
State Lands Commission meeting on April 28, 1976. 

Mr. Gregory McClintock, attorney with the firm of McCutchen, 
Mach, Verleger and Shea representing the Western Oil and Gas 
Association, appeared in opposition. Mr. McClintock's main 
objection was that the staff summary failed to do the following: 

I. Address itself to the arguments made by WOGA 
and others who have spoken in opposition to the 
proposed regulations. 



Address itself to the issue of whether the charges 
can be legally imposed by the State. 

3. Address itself to the comments made at the April 21 
hearing, since the transcript of that hearing i not 
as yet available. 

Mr. McClintock submitted for the record o copy of his state-
ment presented at the April 21 hearing, on file in the office 
of the State Lands Commission and by reference made a pa^t 
hereof. 

Mr. Dennis Eagan, Deputy Attorney General, advised that the 
statements which were presented at the April 21 hearing were 
reviewed and incorporated in the staff summary. lie indicated 
they were basically a recapitulation of points previously 
made last year at other public bearings and meetings. Mr. Eagan 
also responded to other allegations raised by Mr. McClintock. 

Mr. Robert E. Shaw, representing Mobil Oil Corporation, appeared 
in opposition. Mr; Shaw stated that Mobil adopts the arguments 
presented by MT, McClintock and urged the Commission to re- 

, consider the matter. 

Mr. Paul Hughey, General Manager, Contra Costa County Economic 
Development AssOciation, appeared in oppesition, Mr. Hughey 
contended that because 1) the additional charge would 
eventually be borne by the consuMer; and 2) industry may 
eventually leave California due to this additional charge, 
with the end re,ult being increased unemployment, he suggested 
the Commission take this economic impact into consideration. 

Mr. Henry W. Simonson, in pro per, appeared in opposition, 
Mr. Simonson spoke as a businessman in Contra Costa and Solano 
Counties, 

Commissioner Roy Bell clarified the record by saying that the 
Commission is presently acting on the regulations by themselves 
and that they are not, in themselvot, , burdensome to the con-
sumer or business. Be stated that the individual application 
of them, as each item comes before the Commission, is what will 
determine the economic hardship to the public. 

By unanimous vote, the Commission adopted the resolution as 
presented in Calendar rtem 12 attached. 

Attachment: 
Calendar Item 12 (4 pages) 
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AMENDMENT OP REGULATIONS IN Ttnr 2, DIVISION 3 
OF LIE CALIFORNIA ADMINISTRATIVE CODE, 

ARTICLE 2 FOR THE ENACTMENT OF A VOLUMETRIC 
RENTAL RATE ALTERNATIVE 

4/76 
W 5125.1 
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Pursuant to the Commission's authorization of March 31, 1975 
(Minute Item 24, Page 278), and May 27, 1975 (Minute Item 18, 
Page 538) , and in compliance with Government Code Sections 
11423-25, public hearings were held in Sacramento on April 
29, 1975, and Long Beach on May 2, 1975. As a result of those 
hearings, and' upon recommendation of the staff, the Commission 
adopted changes to its general leasing regulations vithout 
reference to rental determination on the basis of the volume 
of commodities passing over State Lands. 

Pursuant to the same Commission authorizations, the staff also 
held informal meetings with affect.f'. interest groups (i.e. 
utility companies, pipeline companies and Westerr Oil and Gas 
Association - W.O.G.A. Members). As a result of those meet-
ings the staff has conducted additional studies and worked 
closely with the Office of the Attorney General in formulating 
the new proposed regulation changes. 

In addition, the staff held another public hearing on April 
21, 1976, at the Consumer Affairs Building in Sacramento. A 
summary of re.evant arguments and statements (both written 
and oral) is en file in the office of the State Lands Commission 
and by reference made a part hereof. 

As a result of substantial staff investigation, consultation 
with outside valuation experts and concurrence by the Office of 
the State Attorney General, the staff :is recommending that the 
Commission adopt the proposed changes to its regulations as 
set forth in Exhibi. "A" attached hereto. 

EXHIBITS: A. Proposed AmendPn.,ts to Division 3, 2 Cal Adm. 
Code, Article 2 

B. Summary of Public Hearings and Written Statements. 

IT IS RECOMMENDED THAT THE COMMISSION: 

1. DETERMINE THAT THERE HAS BEEN COMPLIANCE WITH GOVERNMENT 
CODE SECTIONS 11423 THROUGH 11425 RELATING TO PUBLICATION, 
PUBLIC HEAR1NC AND NOTIFICATION TO THE RULES COMMITTEE OF 
EACH dOUSE OF THE LEGISLATURE AND OTHER INTERESTED PERSONS. 

2. ADOPT AMENDMENTS TO ITS REAILATIONS AS SET rum IN EXHIBIT 
"A" ATTACHED AND BY REFERbOCE MADE A PART HEREOF, RELATING 
TO NON-EXTRACTIVE LEASING, WHICH SHALL BE EFFECTIVE JUNE 1, 
1976. 
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i. DETERMINE THAT THEM' ARE NO STATE MANDATED LOCAL COS1S IN 
THIS REGULATION THAT RuOUIRE REIMBURSEMENT UNDER SECTION 
2231 OF THU REVENUE AND TAXATION CODE BECAUSE THERE IS AN 
OPTION AS TO COMPLIANCE AND, IN TA' ALTERNATIVE NOTWITH-
STANDING SECTION 2231 OP TUV REVENUE AND TAXATION CODE, 
THERE SHALL BE NO REIMBURSEMEN1 PURSUANT TO THIS REGULA110X 
BECAUSE DUTIES, OBLIGATIONS OR RESPONSIBILI1IES IMPOSED 
ON LOCAL GOVERNMENTAL ENTITIES BY THIS REGULATION ARE 
SUCH THAT RELATED COSTS ARE INCURRED AS A PART OF THEIR 
NORMAL OPERATING PROCEDURES, 

Attachment: Exhibit "A" 
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PROPOSED AMENDMENT TO REOULATIONS 
OF THE :TATE LANDM COMMISSION IN 

CALIFORNIA ADMIT L1TRATIVE CODE 

ARTICLE ? 

Leasing or Other Use of Lands 

Section 2006 is amended to read': 

(b) Rental Rate Schedule: The following  rental rates 6iia11-ite 
eemputeef-at-the-rwhe-Of4g-per-atuum-o;-Cae-appeafised-Yalae 
e£-""leased-lftnelT-Prevideeli-heweverrthat-the-fellewise, 
rabee shall apply to the classifications listed below: 

(2) Industrial Lease; Eight percent per annum of the 
appraised value of leased land ,e-k-a4etolyind-pipe-
iaes-er-eenduitior-plas-1-1/2-eeft4e-per-diameter-4aah 
per-lineal-feet-fer-eenduits-and-pipelines-witk-a-Wv*9 
minifRam-annual:-rentaAw together  with 1-1 2,centr, Der 
diameter  inch p.er  lineal foot for d'i,elirsonduits 
within the leabed,preMisej or an annual rental. with 
aaDecified.miniMum,'based  (ipon the  volume of ,commodities 
basing  ever State land. The minimum rental under either 
Of these; alternative rentals  shall, be not less  than WO 
2212.2LTIth. 

(7) Right of Way: 11122trcent 8% Der annum of the apprav,ed 
land value, together-with damages, if any; emeept-Miat 
rental-ratee-far-rite e-4-wity-er-pipelise-and-eanAaik, 
PulTeses-elhalI-ike-at=40te-rate=ef-ase-aad-ene-hal;-eest 
per-diameter-lash-rer-lineal—Teets--Minimum-rttntal-sSa 
be- 19Q-per-anaamT or alternativelya kE2ATelines and 
conduits, l-1/Lsents  ptr diameter inch per lineal foot 
k9r annum, or, in lieu of either or the fdregotal_2a  
annual rental  with a ra,o'ified  miniMumj  baseitilpo:: ttrer 
volume of comMeditiec; ,-)assini over 3tate land. The 
Minimum rental under an' of the above alternativeS shall 
ndt be less than 1110031er annum. 

h) ,;election amon, alternative Rentals for Industrial and Atltht of 
Wa Leases: The followin faceors shall  be ,considere d  
Commission in , determiniuLthishAllajlIgnative rentals 
provided for industrial  and right  of waxis  in the'best  
interests of the State• 

(1) Whether  the land to be leased has  been classified as 
eilVironmerlyaiynificant under  Article  11 of of  
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(iY) The actual $111Lpotentia1.,environmental damage inherins 
in the lesseelaprolked upe of the land and the extent 
to which such daMastie  quantifiabl4 

(3) The revenue that would accrue to the State under, each 
alternative.. 

(4) Whether21121.ticular rental rate would have the result, 
if ilmtatsLty_lhe ComMission of compelling  the  use of 
substitutellaalliALIM.1129212L52.2atiItle8see.  

(5) The  availability, reliability1214222licabilit7  of  
• comparable or related dq2,..22229Eallays,of the 

land tote leased; ' 

,(6) Such other factors as ,in Iht_aaaLTI of the Commissio4 
' reasbglaLbear an the utressiateness of the rental 

to be_charseal.  

Section 2007 is amended to read: 

2007. PERCENTACE RENTALS AND LIMITATIONS  ON RENTALS iaNSED, ON VOLUME 
OF,COMMODITIES4 

(a) Commercial lases may provide for the payment to the State 
'by the lessee of a minimum flat rent based upon land value, 
and/or a reasonable percentage uf gross receipts where the 
Commission finds 'it is in the best interests of the State. 

(b) If the Commission  determines  
'volume of commoditi,±219,ssin 
best  interests of:the State 
to such  volume rentals shall p y 

Rental shall not be imused ta_12E10911Lcmlatt. 
over, State land if  rental  has alrendLaCcrued  on that 
identical commodif•  for. passage  over the same State  
land over Which it :is ,againA221146,  provided the  ' 
commodity  is still in the adme cunership,es Upen  the 
next_preceding'passaseaversaid State land for which  
rental  has accrued.' 

The rental rates for rights of way shall be apportioned 
in 	therl7W0EFEraii-EFECIFI length of fliTp5aine  or 
ioTher sfRiEture overraa,FTETTAWVIo tbe-totar- 
ltuljnaLtlw ou)21tt.....Ei022Eitsucbure over the 
land-of the'State and othps..lesEEE....„21§1aU2s1j)121: 
line or structure" is,defined as,t e, pipeline,  or 
structureby1411LILILLcoMmolllt,4 beilk trantsiel 
on a route between two facilitieS unintersclateLly.  
another faciliILL  "Fadilily" includes terminalL  

i$2dat iorakalit_t*  s t ore  Sep cili 
other manufAclar12m2)-1212)1nArglpcilitin or joint 
at which the commodikiLciL:m1L122.14212rniixed with 
the ,same 'or a different' commOdila 

that a rental  based  on the 
over State land :is 'in the 

the -fp91T.LiaS liMitations 
an 1 : 


