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20.  HHARING ON VOLUMETRLC RENTAL REGULAT TONS

During vonsideration 0f Calendar lrem 20, M, N. Giegovy
Taylor, Assistant Attorney General, explained that this
Hearing was duthorized putsuant to a letrer dated May
14, 1976, received from Western Oi1 and Qas Association,
through their attorneys-—‘MaCutc}xenL Black, Verleger

ana Shea, At the May meeting, the .Commission granted
WOGA's request to treat it as 4 request for revocation
of the regulations, Mr. Taylor explained that pursuang
to the Commission's action on that date, legal notice
was published in the Sacraménto Union on Junc §, 1975,
advising of this hearing. In addition; Mr. Taylor set
forth for the record other events which led up to the
promulgation of the Tegulations and this subsequent
hearing: ‘ . '

1. Prior to the adoption of the regulations: by the

Commission, similas Legal notice was given in the

Saéramehté:Union~on,A?Til 18, 1.97%,

On Ap?iq'ﬂgfl97ﬁ, copies of thg:propqsedzchangcg
to the réegulations were mailed to all parties who
'had‘gxpreSsed‘an_inte?eBt or .who. would Potentially
be affected by the propgscd\amendments."Remuwn*
recelipts wete received from recipients of these
letters. S ’ '

On June 3, 1976, notice by certified letter, was

sept to all parties who requested infarmaticn 01 who
would be potentially affected by the reguiations.

Notification of vhis meeting, with its regulay
calendar summdry, was sent to those on Stafe Lands
Division Mailingflist‘”GP; revised 3/76.

ALl of the above refe,red to documents ar¢ on file ip

the office of the State Lands Commission and by referenge
iade a part hereof,

Mr. David Destino with the law firm of MeCutehey, Black,
Verleger and Shea, appeared on bénhalf of Western 0il and
Gas Association, My, Destino stated fur the record that
the notice of the meeting he raceived showed that the

mee tiug was to be held i @ different building--Room 2170,
State Capitol, Wiile wvaiting outside that roon for the
meetLing to start, he was advised the meeting place had been
chapged to the tood and Agriculiure Bldg,
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Waldlimm I, Northrop, Executive Officer, then stated fay
the record that a person had heen stationed at the roon
ar the Capatol to divert peoplis to this location.

Mr. Taylor then inserted that 2 printed notice was

also posted on the wall by ‘the Troom, To avold any

possible problems, My, Taylor stated that an affidavit would

be prepared by the person posted outside the roow.
together with a copy of the notice posted, attached as
Exhibit A and: by refereiice made a part hereof. At
this time, Chairman Cory noted for the record that the
time was 190:17 a.M: and he instructed a staff represen-
tavive to go over to the room to make sure someone was
posted outside, i ' : T

Mr. Déstino alss pointed out that, as mentioned at

the May 27, 1976 meeting, his law firm did request a
Stbsequent hearing on ‘behalf of Woga, Tt'WQsAfiledlby
WOGA to avoid a muluiqueAof»ﬁetixions‘by'?amious’méerrsg
However, even though he is appearing only -on behalf of
WOGA, that request should be sufficient for axl members

as well. -

To ¢larify a possible misconceprion that it was their

position this hearéng;wou1d~clegy up aiy notite defect
Wwhich may have\exgsted‘in the‘oflginal promulgation of

this regulation, Mr. Destino stated that he sent a
letter to Mr. Nornthrop, to whith My, Taylar ressonded. My,
vestino stated it is their po;itéou.mbbﬁ.ig the regu-
lations were imﬁrénerlyyprgmulga@edy At was void at the
time 1t was adopted, aﬁﬂ:{ﬂis~ﬁeaniﬁgZW$iL~nqﬁ resuirect
it, It iS‘hiseundays@@hdjng:théz it i My, Taylor's
position this hearing will render that questdon. moGt..
M. Desting bropght this up to redterate that they db
no. and hgve nox wajved that objection, Chadrmait Cory
stopulated for the record that ﬁha'ﬂmmmiséiunwhag seen.
the subject ferrsspondence, on rile in the 0Ffice of

‘the State Lands Commissian and by veference made 4 part
hereaf, ‘

MI. Degtino then set forth ‘thedr obiections 1o the sub-
jeet rvepulations, ‘His statement ig incorpprated‘ihlthe
rwritpeﬁmgranscript of the July 22, 1976 meeting, on file
in the office of the Svate Lands Commission andl by
rederente made a part heveof. In stmmary, M¢. Destino's
objections were as follows: ' ‘

L. They object to The rule as bbing,beycﬁd‘nhﬂ autho-
rivy of the State Lands Commission to ailopt, They:
contend Soection 6503, 0f the RubQiC‘Resources'Godej
requires that the rental be vased on the appraised:
value o the land, &nd the subject regulations do
not provide for that. ‘ ’ ‘
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Thay unnfe‘d that U, ¢ | v AS Wi
HE %he Fédgral ths{iﬁﬁt%bp} praﬁéd%s states Fron
imposing undue burdehs On 1nterstate commerce,

fle statod that case 1aw is very clear jn that the
burden of any <harge by a2 state must be based on
the local in¢;dént;of the autiviﬁios~and‘mﬁ$t bear
Some: regsonabie relutinnshiplbetWeen the services
rendered by the state and the~benef3¢S'Fotegonq by
the statc,‘.ﬂ&lcontanded this was not the case.

They aanyenw\ghe‘regubations are an ahconstitutiunal
duty ¢n ﬁoqndge.

They contend, thdt an'Epvivoumental Impacy Statement
is necgssaryhlbﬁqauSQ‘thgy feel this Tegulation;
wquld‘likély;yeauimfinka Substantial chaﬂge<iu«¢¢ans~
pntration;pattgtns for crude odl and refiﬁed“petrolaqm
Products. o ,
Mr D&stinovalsp,cpmmentad~Qn,rhe $taff mépqrtAMHichiwas
distributed ¢ the April 33, 1976 meeting,’ In conclusion,
Mr. Déstino $¢§§ﬁd‘the*regulgtinns as they now eéxXist “
' ; Ctions. by ‘the

provide for agbi&pafy.qﬁd»discrimjnatqry“q ;
‘Egmmission@ andrsHQuld'yherefor& be revoked,

Chairman Cory asked Mr. Destirg if he felt 'the Stute

b&ndbpcémmjﬁéidhﬂhés an obl.gation to lease.prbpefty to
hiM?‘4He:stated»ﬁhat Mr. Destino's arguments seemsd (o
bé ‘based on the premise that they sorighow ‘have ‘some
5nami¢nqple,fights to the peoplets Property., Mr, Destina
iﬁdicated‘their.arguments are based on. the fact that the

State, ‘p laasing.the<fandgvmust do $0 in agcardance with

the Cﬁlifornia-statutes and the Federaj Gonstitpt$th“

MT;“TaniQm aSked: My, heﬂtiﬁa‘lf it is a fair\chgrggﬁey-

Lzation to say that hiS‘arguments:pre$entedﬁgt this meet-
ing are a reit@rizatign‘gf”ﬁhe,atgumeuﬁs»made 0 the -
Commission p?éVicusly, MP. Destino responded by saying
that, except for some Spécific comment on the sraff
report, his arguslents were the Same as pefore, My, Tayloy
then asked if there was any misundgpsﬁanding tha* the
discussions being talked about are those discussio,rs,

held ay pub}ic\héarings and at meetings and at the public
hearing at vaich thece regulations were adopted, at that
time and prior thereto., iy, besting stated it was hig
opinion there was also a meeting in July, 1975, with some
oi} Company representatives, which he djq not attend,

He stated, he is not sure whatvar’umcn%s Were presunted
theve,; but it is his understandjng they are included iy
the stafe report. My, TayYor then asked if his state~
ment at thig neeting is g repetition of what was pre-~
viously said prior to the Commissiontg adoption of the
regnlations, Mr..Déstino stated he believedsthat;was
Correct, , ,
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Mr. Bd Taaffe, representing Standard Y1 Company of
Calitvornia, appeared in opposttion to the regulations.
His statement is on file dn the office :0of the State
Lands Comni ssion and by reference made a purt hereof.
Mr, Taaffe indicated that, ekcepu for minor corrections
qnd.additiﬂnsq‘hia statement esseniracly sets forth
the samne cantentions presented at the April 2% hearing.
Tne;onnecuionnWith‘the~giscu$siﬁn between Chairian Cory
and Mr. desting conterning whether the State has ‘the
ripght to determine whether a piece of property should
be le¢ased; he stated that their comments, and ‘those
presented by Mr: Destino, rclate to the subject of how
the rent ig to be chmputed, rather than whether or not
aupartiQUlar,ﬁiqﬂg'éf land is to bhe Teased, Chailrman
Cory agreed that Mr. vaaffels statement was fair, but
it tefhd: to. avoid the fupdamental issue: Obtaining @
fair rental for the pubidets land. Mr. Taaffe contended
thdt the regulations, &5 drafted, are so vague and
jndefini e they cannot xeasonabliy detgrmiﬁe'howlthe
vent will be coriputed; <Chairman -Gory statéd that what
thé Commission is saying is the contracu will be finite
and will conform to the terms- of the regulations, and
‘the lessee is not expected to: sign theé contract until
it is finite. However, Mr. Taaffe stated that if the
regulations are so vague and indefinite ‘that they do.
fot establish a good ground.rule for ithe purposé of
detérmining rental, then the négotiations are pretty
much in the hands bEf the Lands Commission as to: What
they think should be charged: Chairman Cory 'went on
to say that any prospective jessee can decide not to
obtain a Jease with the Commission if he is not satisfied
wiih‘thevconditions'oﬁ the lease. Mr, Taaffe wgreed
. that that was a valid argument, but when youw have 2
situation where 4d peison has alveddy secured a lease,
made a capital investment, and the time has come for
renegotiations of the rent, he is there and is not then
completely free, from an economic standpoint, to move
his operation. Chairman Cory asked 1% that algo applied
to the State, ‘He poéinted out the State qmay come to the
same conclasion that it is not in the public's interest
to have the lease at that partvicular location.

Chairvman Cory observed that it seemed Standard 04l
dcknovledged that these Tegualations arce an appropriate
mechanism on any new and future leases. AL this time
Mr. Taaffe stated for the record that he was not adnitting
4o that, -Commisgioner Dymally asked: Mr. Taaflfe i1

this regulation would impose a [inancial hardship on
Standard. Mv. Taaffe stated it would. Compissioney
Dymally went on to say that if he felt this segutation
would impose a financial hardship on the -oil coMpanies,
he WOuldnbe'cgurageouS~ehough £o vote against 1t, but
“he sees no evidence of that.

-
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Mr. Tayiér'inserﬁ@d‘that pursuant ‘to the Chairzman's

request, Mr, Golden, Assistant Bxecutive DfLficer, went

to the Room where the meéting was originally to be held

and found Mary Munso of the Division's staff posted

outside the room, Mr. Golden also noted the sigh which

was posted indieating the change in the voom. Ms. Munso
stated to Mr. Golden that she had been there since 9:45

or 9:50 a.m. and would remain until the end of this meeting.

Mr. Paul Hughey, Gencral Maniger of the Gontra Costa

County Economic Development Association, appeared in
opposition, In summary, Mp. Hughey objected to the
regulations becaude they could turn away industry due

to ‘the potentisl high tental rates, increasing unemnpley -
ment in the avea. Mr. Hugliey requested that the CommiSsion
reconsider the regulation and make the rvates easier to
calculate. )

Mr. Hugh BEarley, representing Wéstern Airlines and the
Alx Transport Association, appeéaréd in opposition. Mry,
Earley requested that the commission: consider the impact
'ﬁhe'Tegulégionsvyilr'haye on the airlihe industiy,
Lhalrman Cory asked if he had appearéd Before on this.
issue, Mr. Earley stated he had’ not, ' Chairman Cory
then sayked if his Association was ‘not precluded from
appearing daplier dué to short notice, ‘Mr, Eariey

stated that . ‘to his knowledge, that wis not so.

Mr. Robere Leichitner, attornéy £rom the law firm of
McCutchen, Do?%&,‘quWn‘and”Enefson reépresepting Pacific
_Refin&ngsCompany;\apﬁeﬁteduiﬁ opposition. For the record,
Mr. Leichtner stated he‘had'ndt’receivéd‘noticerof this
meeting by the channels previcusly mentioned. e was
notified of thé meeting because he received the calendar
sumnary distributed a week ago., He did state -that it

was possible the notice was .directed to someone else.

Mr. Leichtner dbjected to the illegality of the regula-
tioens, cohtended that the regulations viglate both the
lays of theé State of Califormia and the U.S. Constitution,
and urged: that they be. repealed,

After Mr: Leichtner set forth his objections, Mr. Taylor
asked him if he wag one of the parties that negotiated

the lease. Mr. Leichtner responded by saying he was

not personally involved in the negotiations. Mr. Tay'lor
then asked if a partner from his law firm was at the

last Commission meeting, who appearel on behdlf of Coastal
States and argued in support of the .Commission approving
that léase. Mr. Leiclitner said that was correct., Mr,
Taylor asked if there was some corporate difference
between the McCutchén San Francisco Office and Los Angeles
Office. Mr: Leichtner stated tHey are two separate

firms. Mr, Tavlor asked if he ever reguested notice of

4
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any of the heavings. "“Mr. leichiner stated he was
er»onally at the May mecting auppu]tglg the pativlon
for répeal. Hoyuvor he 'was not suve Lf lie personaily
asked to be notified or not, but he did submit & sruato-
ment at that meeting. Mr, Tqv1or asked if ‘he had ever
filed, pursuant to 1ogulat10n, a request for notice

M, Lelcntna? stated he had nmot. Mr, Faylor asked if
he had any knowledge of whether the people thpt actuaily
negotiated the lease were aware of these hearings. Mr.
Lieichtner stated he believed they were aware. lle also
stated he was nat Lomplaxnmny af riot being notified of
the hearing, but that he was not nctified pursuant to
the channels nentxoned oq*lxor, Mr: Taylor then asked
tF it wds not correct that at least as of the last meet-
ing, he had somé notice that the meeting was goung to
be held and it was présumably discussed in the negotxn-
vions. Mr. Leichtner stated He did not kHOh 1f 1r w4 s
discussed in the negotiations, Mr. aylor asked if

he had any knowledge of ‘those negotlattons' Mr, Leichtner
stated that he did not. Mr Tayloy asked if he had .any
knowledgo of the: statehent at the Iast meeting by’ hls
paltner concerning the contention that thlb regulatxon
ig a tax. Wr. LeLPther qtated that he did mot. My,
13y101 askec if he had any spectfuc comments o make -
7*ﬁ*gmdmg the effect of the rentai charge lmposnd in the
bequoma lease, Me.. Leidhtnér stated his partnet's
Comments wWere quxte\thorough at the June 24 meeting.,

Mr. ?ayror asked ‘him if he knew what they were: Mr
“elchtner stated he could not frecall exactly, but that
he was présent, Mr. Tav101 asked if he had anything
spec;flc ‘te offer rcgardlng the specific rental schedule
set forth! in the Sequoia lease at the hearing tLday

Mr, Lexchtaer stated he beligved that subject was «closed
\at thi. mee ting: of Jiitie ?1 «

Chairman Cory inserted for the 1ccord a letter from M.

T. B. Pcerook, Manager of Right of Way and Land Depaytment
of Southern Callfornna Edison Company, on file in the
office of the State Lands Commission and by referencg

made a'part ‘hereof .

Commissioner Dymally asked, for the benefit oi the neople
in the audience, what the rates are in .general. Chairman
Cory stateil that the only lease approved so far was it
1a5t month's meéting. Commissioncr Dymally stated he
wvanted to have some‘aQSurances for hamself and the public
that the staff dogs not have arbitrary power to increasc
the rates or sct the rates without the Commission's
approval. Chairman :Cory assured Comrissioner Dymally
that every lease must be approved by tke Commission. Mr,
Taylor then explained t¢ him the rationale behind these
regulations, He concluded by alse assuring Commissioner
Dymally all léases will %e brought to the Commiss *on for
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Lts domnsideration, whevéupon the Commission has the
option not to approve a lease,. Mr. Northrop stated that
by nggotiating each lease individually, the staff feels
it has not arbitrarily and capriciously decided on a
rent that would ba wnfair, ‘

Mr. Peter Baumgariner, actorney for Pacific Gas § Blectric,
appearcd in opposition to the jtem. In summary, Mf.
Baumgartner strongiy unrged the Commissivn’s consideration
of an exenption of {hroughput;changcs ftor California
utilities. At this time Mr. Taylor asked if he had _

been at the last heating on the subject prior to adoption

of the rule (Ap¥il 21 hearing). Mr. Baumgartner stated

he has attended all the hearings on this matter. Mr,

Taylor then asked if there was anything tediy that he

has covered which wds not covered at those prior dis-
cussions. M. Baumgartner stated there was not, but

that it is riow & degree ¢f emphasis. 'Mr. Taylor asked

if he had raised the points previously, Mr. Baujngartrier
indicated that .as far as he knew, there is nothing new

in ‘his. current preSéﬂpétiqn which was not raised préviously.
Mr. Hénry N. ‘Simonsen, resident of Rio Vista, appesred in
opposition to the regulations. ‘Mr: Simonsen's comments
were mainly Jdirecdted to the possible Ingcrease in unemploy-
ment dué vo these regulations. L :

Mr. Hughéy teappeared -and presented a statement from

Mr. F. R. Hénrekin, Solano County Industrial Development
Agency, in opposition. Mr. Henrekin's statement is on
file in the office of the State Lands Commission and by
reference madc a pant horeof,

Mr. Gérry Flannery, attorney with the Department of Defense,
appeared, primatily to answer some questicns. raised by
Messrs. Taylor .ard Northrop during the last hearing:

How the §100,000 figure was arrived at, and what the

annual budget of the Départment of Defense in Galifornia
wds, and rail rates in California. A brief discussion
foliowed,, , , :

After all testimony was received, the hearing was cop~
cluded. Chairman Cory then indicated the Commissio _ad
three options to consider: 1) amend the adopted regulations;
Z) repeal the adopted regulations; or 3) leave them un-
changedi. : 4 , ’

Commissioner-alternate Sid MéCevsland moved that the
Tegulations remain unchangeéd. Chairmarn Cory stated for
the record that the motion had a unanimeus vote. To
clarify the record; Mr, Taylor asked the Chairmar if the
petition would be deemed to be denied. Chairman Cory
advised that was <corract.. L
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Upon motion duly made and carried; the following Tésolution
was ndopted by the Gommission by a vote of 3-0,

THY COMMISSION UENIES THE PETTTION FOR RFCON&IDYIAFION
AND/OR REPEAL O AMENDMENTS TO REQULATIONS OF THE STATE

LANDS COMMISSION IN 2 CAL. ADM. CODE, ARTICLE
ADOPTED APRIL 28, 1976, RE: VOLUHLTRIC REN”AL

ALTERNATIVE,

Attachment: Calendar Ivem 20 (1 page)




e
eng .

IR O et RAPSTP ot ey
o

f

XHIBIP uie

AFFPIDAV

Iy MARY MUNSQ, dn dgolemnly swear, under penalty of perjury,.
thul the fellowing fe trudé and cofrect to the hest of my knowiedge

and belief;

That on Thursuay, July 22; 1976, Yetwern the hours of 9:40 -
2:4% aum., T arrived at Room 2170 of the State Capitol in order to
assist any persous wishing to. attend the meeiing of “he Sthe-Lgndﬁ
Commission scheduled for that &ay. Thpilocatﬁph haqlﬁeen changed

Trom Room.270 of the State Capitol &o&Rdom‘127lbf‘thé-?oddgand'Agnié

culture Bumld&ng at 12PU N Street, Sacramento, Caleoxnla, which is

'

1ocated rcrose the ! street from the. Capltol.

‘

ugon;arr;ving at ‘Room 317a‘: erécted a sign which stated:

e

"The State Lands Cémmig !s_og.megt‘ng has been

' 1 I3 " 1

moved $o thn Food -and Agrlcu]ture Building,

1220 N‘Street,‘Room‘12?¢ 10:00 4. m;"

I stayed. outs;de the entrance to Room 2170 untdl, aoprcxxmate}y T A oty

vhén Gary Horn, & "Eaff member, came to tall”me that I could TeHVe.
Dyriﬂg<thaﬁ period of time I asgisted between 8 snd 10 inaividuéls,
g1v1ng ‘them dlrectlono on. how to reach nhe Food. and Agpiculnge Builsing
across the streat. | o |

During that time I éhecked in with my office, using the tele-
phone inkﬂssemblyman‘Kapiloff'o officé across the hall .n Poom 216% .
I asked Irene ishizaki, a s;aff mémba?‘thepeglwhethér she had' received
any indui;iesuas to ‘the State LandS‘meeting prior to my arrivat. She
réplied that she ‘had not and that people looklng fcr meetlnru ln Room

2170 u,ually 1nqu1re in Lhat offxce bpcause it 15 so close. Later I

observed a lady whe ‘had seen the sign znd myself esrl.er, stov a Froyo




sooking for -the meebting. She told them fhat thera was & gipe An
front of ‘Roam 2470 ind’ ohting @ 10O chﬂﬂg&g’dnd‘diﬁechcd them. to

the npew lovation.

L L ‘
.Subscribed to this 3¢ day of Auguqb, 1976 -at Sacramgniory

.

Pryein, 7 Wt vl
‘ /

Ao MUNSO

+

) S’lA’I‘F 8F CALIFORNIA Y
)x & B
GOUNTY OF § ACRAMM D

Oft August 30, 1976, ‘oeiore the undersmgrncd
Notehy Tublic foxr the State oL C.allfm:ma pcﬂ:uonally
appearad MARY. 3 UNQO knowm to me o Le rhe ‘pcmon whose
pame is uubscrnbe f:o the wxmm mstrumem: nd: ac~1<now~
ledbed that she execuLGd the sameu

')l'l" ~ n: . g’ 8 \ ,'.w-;\

G(AYLK:‘ ‘X"“Jfé‘m“o‘ § orv TYERD, FhEa) POLEE

S HOTAR, PURLIC » CALIFORNIA in and fcn the state of Galifoxmnia

/' pimgsyts O SACRAMENTC, Cadnty, woupty 0§ 8 acuanen to
My Loraipy fsstan L‘xpu b 1an18, 1979

e "‘({n,,.;w :

+
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T
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CALENDAR [TEM
20.
HEARING ON 'Q‘UM&TR(C RENTAL REGU" \WION&

At Ltb me i:ng Dn April 28, 3974, the -{onmission, AN TeSPUNSe
Lo & putxt¢on from:the asrern 03l and Gay A5§0611£10n to
Ccconsldcx o1 repea1 1t récently- adopted yolumetyic regu-
1t Eons: ;nStructed ¢ff to take the steps necessary under
the ﬁdm nistr&naVP Pxoccdurc% Act to corduct another pub]mc
heyiing on Lle ragulatxons.

e 23

ool

"cordzngly notdce of the hearmng was publlshed in a news-~
pdﬁor ot g@nelaJ cwrculatlon on. June 8, 1976, ln,addltlon gach
company potenixally afrected by the. regulquona was Sent a
copy of the notice of the hearing together with a request for
} gomments. A copy of the notice 15 on file with the office of
J Ehe “State LANdS Commass;on and by re ference made a pqrt hereof.

The fiotice states that there 'will be a hearing .on the regulatlons
on July 22, 1676, and that 'tie State Lands Commission, upon

its own mot1on ov‘at the dnstance of any Lnuerested PETSON,.

may ‘hercaftcr amend rcpeal o1 leave unchanﬂed ‘the regulatlond
4s set forth aboive. thhout fartbar notice.

As desxgnat ed by +he Commission this haarxnv is the tlme and
plau for Lnterested persSons ta ubmxt Comments: {written and
ow onul) on the volumetrlc rental gnlatlans.

,ExulgiT: A anmceuoﬁnueap;ng

A JTI






