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20. HUAR1NC ON VOLUMETRIC RENTAL REGULATIONS' 

40nsidera0on or Calendar item m Mt. N.,Gregory 
Taylor, ASsistant Attorney General, mlained tyhnt this 
Hearing was authorized, pursuant to a letter dated May 

i976, received froM Western Oil and Gas Association, 
through their attorneya-McCutChen„ Black, Nevleger 
and Shea, At the May meeting, the :Commission granted 
WOGA's request to treat it as a request for revocation 
of the regulations', Mr. Taylor explained that pUrsuant 
to the Commission's action 'on that date, legal notice 
wn$ published in the Sacramento Union on June.  8, 1976, 
advising of this hearing. in addition? Mr. Taylor set 
forth for 'the record other event's which, led up to the 
promulgation of the regulations and this subseqtient 
hearing,: 

I. Prior to the adoption of the regulations: by the 
COmMissionl  similar legal notice Was given in the 
Sacramento. Union on April 18, 1975. 

On Apri,',I ,B,'1976, copies of the proposed :changes 
to theregulatiOns IsiTe mailed to 411 parties who 
had expreSsed an interest or mho–would PotolltjAllY 
be affected by the proposed Amendments. 'RetPT4' 
receiptsAvere receivedfrom recipients of those 
letters. 

3. On June 5, 1976,, notice by certified letter, was 
sent to all parties who requested information or who 
woUld be potentially affected by the regulations. 

4., Notification of this meeting, with its rpgUlat 
calendar summary, was sent to those on State Lands 
Division Mailing:List 	revised 5/764 

All of the' above tefeo.ed, to documents axe on file JAI 
the office of the State Lands Commission and by reference 
*de a part hereof. 

W.,pavid Destino with the law firm of McCutchen, Black, 
Verleger and Sheal, appeared on behalf of Welttrn Oil and 

'Gas Association. Mr, Destino stated for the record that 
the novice of the 'meeting be veceived showed that the 
Inct;aug' was to be 440 41'4 different building—koom 2170, 
State Capitol. Vhito waiting outside that room for Llie 
Meeting to start, )1f vtis advised the meeting Dl ace had been 
changed to Ow 1-ood and Agriculture Bldg. 



William P. Nor•hrep, Executive Officer, then stated for 
the record that a perSon had Oven stationed'at the room 
at the Capitol to divert people to this lecatiob. 
Mt. Taylor then inserted that a printed notice vas 
also posted on the wall by the toga', To avOV 49Y 
possible problems,, Mr, Taylor- Stated that on affidavit would 
be prepared by the person posted outSide the No 
together with a copy o[ the notice posted, attached at, 
Exhibit "A" and by teferenee Made a 45;1ft - hereof, At 
this time, Chairman Cory noted fot the record that the 
time was 10:17 a.M. and he Instructed a staff represen-
•ative to go over to the •oem to make sure someone vas 
posted outside. 
Mr.. Destino also pointed out that, as mentioned, at 
the,  May 27, 1976,  Meeting, his law Tirt,did request a 
stibsequent hearing on - behalf of WW, It Vas filed hy 
WOGA to avoid a multitude of Petitions by . Various •eMheT 
However; even though 'he is appearing o0Y, on behalf of 
WOGA, that request Should h - Sufficient for all,  Members 
as Vell. 

To' clarify  a possible misconception that it was their 
position this hearing :would -cleat up ahy notice de'-fe,ct 
which May have e'xxsted in the original ProMulgatien 
this regulation, Mr. Testino stated that he sent a 
letter to Mr. Northrop;  to whichAr. Taygo resnondod. 4!,r. 
Destine stated it ts their position tha,t,if the regu,, 
latiOns were traPTOPerlyA)toMulgated,,: Wvas void at the 

ii vas adopted, A'Ad this -hearing Mill not reSotrect 
it, T4 is his unders•O)ding; 0,41, it 	Tayio • s 
PositiOn that heating will tOOdet that quest4onMoot_ 
Mr. Destine brought thi,s, 	to reiterate that they de. 
no and ivii've  not waived •  that objec,tion, (Alai: man Cory 
St.:,pul'at•d for the record that tho'CPMmisionAP' sOT1' 
the subject correspendende, on 	4,11 the Office Of 
the State Lands Com4sSier and by reference Made 4 part 
hereof. 

Deati:to then set forth theU oh:I:potions tOthe sUb-
iWn*TertaatiOts ,  'His Statement iS incotporated' IM the 
vtitterittanscript of the JUly 22,, 1976 meeting, on file' 
in the office,  of" ,the State lands Commission and by 
referenCe made a part hereof. In summary, Mt. Destines 
Objections were as followS! 

They Object to the rule as being, beyond the,  autho-. 
rity of the State 'Lands Commissieh toAidopt. They 
contend. Section 6503,0f the Public Resottaas Code, 
tequires that, the rental be oased en, 	APPraiseV 
value 0 the land, and the subject regultions do 
not provide for that. 
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They contend that W S. lav as yql 
ti'S the FOderal Constitutlon; pre, 	states From 
imposing undue btirdens on interstate cOmOctce. 

He stated th ►: case law 15 very clam,  in that the 
burden If any charge by a state must be based on 
the local itCadenr:of the activit1esand;MUst bear 
some; reasonable relltionshiphetweeft the services 
rendered by the State and the benefits foregone by 
the state, He contended this as not 'the case. 

3. They cOnten0 the regulation:t are an unconst1tutfunaI 
duty -OP tollOgo. 

4. They contend th# at 4vironMehtal Impact Statement 
is necesSarychecause'they feel this regulation 
woui&likely,resiult:in A substantial change in ;trans-
portation 'Patte.TnS for crude Oil and refined-petroleum 
productt. 

Mr, Destine .also, CoMMented on the staff repent ,Which as 
diStrthute&at the April 0, I976;-Mdeting,' In,conclution, 
Mr. Destino Stated the regulations as they 4014, 
Ti_Odae, for ai,hitrary and diacriminatory 
COmMisSiOn AnctshOuld therefore he reVeked, 

4air,man COry aSked Mt. ,DeSt.ino 	he' felt the- Otb:te; 
i4ndS,COMmisSierhas Oft ob14gatiop to lease prope.rty to 
himf .lie :stated that Mr, Destine's arguments seed to 
be 'based on thepremise that they sqlsehow 'have :some 
inali941).),e,r1ghts to thePeople's property. l4r. Destiho 
ih4cated their argUments are based on the fact that the 
State,, ftt, leasing the land', Must de-So in accordance with 
the California statutes and the 'Federal Constitution, 

Mi. "itay,1041 ASkea Mr, beStdhofif it is a fair character
ization to say that his Arguments presentetiat this meet- 
ing are a reiteriatiph; Of the atgumehts ,made to the 
temMiss1en preViously, Mr. Destine responded by Saying 
that, except for suite specific comment on the 5:.:Aff 
report, his arguments were the same as 'pefore. Mr. Taylor 
then-asked if there as any mlauhderttanding tha- the 
discussions being taned About are those discussio,Yc,  
held At nuNic,heariligs an& at meetings and At the public 
hearing at which thoct, regulations were Adopted, at that 
time and prior ;thereto. MT, bestino stated it was his 
opinion there; was also a meeting in July, 1975, with some 
oil: company representatives, which he did not attend. 
He stated, he is rot sure what arguments were presented 
there, but it is his understanding they are included in 
the staff' report. MT. Taylor then asked if 10s Rtate-
ment at this meeting is a repetition of what was pre-
viously said prior to the Commission's adoption of the 
regulations, Mr. ,Desting stated. he bplievect that mas 
c,9117e.Pt 

— 

"1, 	 rL,, • 
1!,,,  • 	 ' 	• , 

" 	 ' 	„ ' • .sit•')Cre • 'z • 	 • 



Mr. Izd Taaffe, representing, Standard Oil Co► pauv of 
California, appeared in opposition to the regulations. 
His statemen is on file An ti., office of the State 
1finds Commissionand by referene made a part hore.of, 

	

Mr. Taaffe indicated that, except 	corrections 
and,additionsi  his statement essenl.iaay sets forth 
the same contenlons presented at the April 4 hearing. 

,:onnection :With the discuSsiOn between. ChairMan Cory,  
and' Mr. Trestine concerning whether the State haS• the 
right to detetMine whether a piece of Ii.oprty shObid 
he-10asedi he stated that their eomments, and the 
presented' by Mr. TeStino, relate to the subject of how 
the rent iS to h computed, rather than whether or not 
aparticUlarPiecO o land is to be leased: Chairman 
Cory avreed that. Mr. Vaaffes statement was fair, but 

	

foldameptAl 	 Obtaininga 
141' rental. for the public'S' land, Mr. Taaffe,  Contended 
that. the regulatiens as drafted, are so Vagueand' 
indefini e they , cannot '.re=asonably (ietermine'hoW ,  the 
rent will be coMputed: :Chairman—Cary stated that :What. 
the CoMmission is saying,  is the .contract Will he finite 
and will pOnform to the terms-of the regulations, and 
the. lessee is.not,expeeted tesign,th0 contract until 

is finite. However, Mr, Taaffe stated that if the 
regulations are so Vague And indefinite that, they do 
not establish a spodground,xule for the purpose of 
determining. rental, then the negotiations are pretty 
much in the hands of the hands Commission aS to , What 
they think Should be charged:  Chairman—Cory'went on 
to say that any prospectiVe lessee can decide not te 
obtain a lease 10 ,th the ,Commission if he is tot satisfied 
with' the conditions of the lease. Mr. Taaffe Agreed 
that thp,t, was a valid argument, but when you have e 
situation Where a paiseACha:5' al2TO,Kly secured' a leas6, 
made 6 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 if that, also applied 
to the State, lie:polnted out the S'ta'ke may come to the 
same conclusion that it is not in the 'While's interest 
to have the lease at that "Jarticaar location,. 

Chairman 'Cory observed that it seemed Standard Oil 
acknowledged that these regulations are an appropriate 
mechanism on any new end fOture leases, At this time 
Mr. Taaffe stated for the record that be was not admitting 
to that„ 1:othmisOoner Dymally asked Mr. Taaffe if 
this regulation would impose a fhianciaI hardship on 
Standard. VAT,. Taaffe stated it would. CoMMisSioner 
Dymally went on to spy that if he felt this ;:egulatton 
WOuld impose a financial hardship DA' the oil coistpatile‘s 
he 34004, be courageous enough to vote against it l  'but 

,hp sees no evidenee of that... 
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TaylOrinserted'that pursmOt to the Chairman's 
request, Mr. Golden, Assistant -ftxet.utivf: Officer, went 
to the 'Room whero the mebtingHwas Originally to be held 
and found Mary Munso of the Division's stuff posted. 
Outside the room, ',fir. Golden also noted the sign which 
was posted indicating the change' in' the room. Ms. Munso 
stated to MT. Golden that she h'ad been thero since 9:4.5 
or 9.:50 a.m. and would remain until the end of this meeting. 

`Mx. Paul Hughey, General 'Manager of the Contra Costa 
County Bconomi c bOvelopMent Association, appeared in 
opposition, In summary, Mr. Hughey objected to the 
regulations becauSe they could turn, away industry due 
to the potential high ental raieS, increasing uneMploy-
ment in the area, Mr. Hughey requested that the CoMMission 
reconsider the regOlation,  and make the rates easier to 
c41,c4s,. 

Mr,. Hugh Farley, representing *stern Airlines and the 
Air T41.14POrt  Association, aPpe4Ted an opposition. 
Earley requested that the CommiSSiOn, 4conr the impadt 
'the replationsyillhave on the airline induStry. 
thairMan Cory asked if he 'had appeared, bejipre Off this 
issue:. Mr. F.,af.ley Stated he hadfhet 	Chairman Cory 
then 4ke4  if his Association was :net precluded' from 
-OpPea!rinveaxlier due to Short notice 'Mr. Baxley 
Stated that ,to his knoWledge, that was mot se. 

Mr. ltobrt Leichtner,:atterney from̀  the -1,am firm of 
fMcCUtcheri, boYle, trown alid'EneT'son: i4resepting,Pacific 
leAnin Company; 

l, 	
appeatedin,OPpoSitiOn. For the record, 

eiChiner-stated he had hot received notice of this 
by the .channels prev#usak ,menOoned., 	.was 

nOti-tied .ot.  the meeting- because he received' the calendar 
summary distributed a Week ago. He did state that it 
was possible the netice was-Mrecteo ,to-someone else. 

Lelobther objected to the illegality Of the regula- 
tions, contended that the regulations violate both the 
laws of the State of California and the U.S. Constitution, 
and-urged that they be,:flepealed, 

After Mr. Leichtner set forth his, objections, Mr. Taylor 
asked 'him if he was One of the parties that negotiated 
the lease. At. Leichtner responded by saying he was 
not personally involved in the' negotiations. Mr. Taylor 
then asked' if a partner from h0 Iaw firm was at the 
last Commission, Meeting, who appearel on behalf of Coastal 
States and argued' in support of the Commission approving 
that lease. Mr. Leichtner said that was correct. Mr. 
Taylor asked if there was Some,corporatp difference 
between thalltCutchen San #ranciscb (Itfice and Las Angeles 
Office., Mr. Leichtner stated they are two separate 
firms. Mr. Taylor asked if he ever requested notice of 
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any of; the hearings., 	i.el • tner 5tatod be was 
Pet"nallY 4't the MO' Mooting ;45uPPort4li! the Wition 
for repeal, Hovever, he 'was not sure If he 1)01'011411Y 
asked to be notified or not, but he did snbmit a state-
ment at that Meeting. Mr. Taylor Asked if he bq ever 
;filed, pursuant to regulation, a request or notice, 
Mr. tejchtftar stated he had 'Wt. Mr” Paylor aske4 if 
he had any knowledge of whether the people that actually 
negotiated the lease were aware of these hearings. Mr. 
Leichtner stated he believed:they were aware. 11e also 
stated he was not complaining of not being notified of 
the hearing, but that he waS not notified pursuant to 
tho hanneIs taentiohed.oarlitl  Mr, Taylor, then asked 
if it was not terreet that at least as of the 4st meet,  
ing be hat some notice that the meeting was going. to 
be'lleid• and it was presumably discusspd'in the negotia-
tions, Mr- Ltti:chtner stated, he did•not icnow if it was 
diScUsspd in the negotiations. 'Mr. Taylor asked if 
he had any ,knowledge-of those negotiations., Mr. leithtn er 
stated' 'that he' did' not'. Mr. Tayleir asked 4f 	had „any 
nawiedge'of'the 

 

 StateMent:at the last Meeting,by"his-
partne canterning, the Contention that this' regulation
iS-a'taN 	Mr. 5,4eithther stated that he did ,not.  
taylOr 'asked' if he had any Specific Comments 'Le 100 
rtga4‘ding the effect' of 1:40 rental chargpiMpesed n, the 
Sequoia leaSe r 	leithtner'stated hiSA3artns 
i*Tailehtere,quji& ihoro,Ogh at the 4tine'24 

taylJerkeke4,h',0A if he IneW what they'Were; 
telatner stated-he could not 	exactly, 'butt that 
he was present. Mr- Taylor asked if be had anything 

to,oiqpr regarding' i40 sppcific rental stbedulb 
Set fax* in the, eci- Opi,a lease at the hearing toloy. 
Mr. l,eiCht4er stated, he believed` that subject was 'closed 
at thL. 

, 
Chairman Cory inserted for the record a letter from Mr. 
T. B. Precook,; Manager-of Right of May and Land Department 
of Southern Califernia 11dison Company., on file in: the 
office of the State LandS Commission and by reference' 
Made a part -hereof,' 

Commissioner Dymally asked, for the benefit of the people 
in the audience, what the rages are in .general. Chairman 
Cary stated that the only lease approved' SO' far was at 
last Month4s meeting. Commissioner *mally stated he 
wanted to have seatcassotahces fpr hvoself and' .the pub„lic 
that the staff deps not have arbitrary poer to increase 
the rates or set the rates without the Commission's 
approval. Chairman -Cory a.5.sured Comassientr pymalqy 
that every lease must be approved by the Commission. Mr. 
Taylor then explained, to him the rationale behind these 
regulations. He concluded by also assUring. Commissioner 
Dymally all leases will 	brought to the COmMis'on for 
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t Consideration, whereupon the Commi,s0ca hoS the 
optien net to approve a tease 	Mi. Northrop stated that 
by gegot4ting each' ;Lease iRdiyidUall‘j, the staff feel, 
it h4S not arbitrarily and capriciously de0.ded,on a 
rent that Would be-1,1041T. 	' 

MT. Peter 114uMgarther, atterneyfor Pacifie,Cas 6.81ectric, 
appearedip opposition, to the Item. In summary, Mt. 
Baumgartner strongly urged, the Co mission's consideration 
of an exotption of throughput ;charges tar California 
utilities- :At thi's time A•,. Tayler asked if he had 
been at the last hearing on the subject :prior to adoption 
pf the map (April 21 hearing). Mr. Baumgartner stated 
he has attended all the hearings on this matter, Mr, 
Taylor theh Asked if there was,  anything today that he 
has covered yhiCh, was not covered at those prior dis-
cussiohs. Mr, ✓autgartnor stated there was' nat but 
that it is noW a degree of emphasis 	Mi Taylor •sked 
if he had raised, the points preyiouSly, Mr, BanMga•tner 
indicated th4tas far as hp knew,, there iS nothing 
in' -his. Current PreSentation which was hat raised.previously, 

Mr. 'Henry bV. SiMensen, rpSident;Of Rio Vista;  appeared 141 
apposition tO the regUlatiOnS. Ar. -SimonSen's comments 
-were mainly .directed' to the PosSible increase in unempley-
tehi due to theSe regulatiOns:.' 

Mr. Hughey teapijeaxed and presented a statement from 
Mr. F. 	Henrekin, Sorame County Industrial Development 
Agency, in-oppositien. Mt. Henrekih's statement is on 
file in the office 0 	State I:Ands Commission and by 
reference Made a Bart reef. 

Mr. Gerry Flannery, attorney with the Department of Defense, 
appeared, primarily to answer some qUestions, raised by 
Messrs. Tylbrand' North'r'op during the Iasi: hearing•: 
iiew the $l00,abO, figure was arriifed at, and what the 
annual budget of the bepartlileT4 bf Defense, in California 
vas,, and rail rates in California• A brief discusSion 
feilowed., 

After all testimony was received, the hearing was cop,  
cluded. Chairman Cory tben indicated' the Commissio 	ad 
three Options to, consider: 1) amend the adopted regUlatiOns; 
2) repeal the acipped regul•tions,; or 3) leave 'them un, 
change* 

CommiSsiener-alternate Sid ME gusland moved that the 
regulations remain unchanged. Chairman Cory stated for 
the record that, the motion had a unanimous vote. To 
clarify the recptd,:Mr. Taylor asked the Chairman if the 

• etition WoU1d be deemed to be denied, Chairman Cary 
advised, that Was correct.. 



Upon motion duly made and otarried t  the following tesoTution 
was adopted by the Commis Sion by a vote of 3-0, 

TOTi' COMMISSION DENIES THE PETITION FOR RI coNspnRATIpN 
AND/OR REPEAL O AMENDMENTS TO REQULATIONS OP TUE STATE 
LANDS COMMISSION IN, 2 CAL. ADM. CODE, ARTICLE 2, 
ADDPTED APRIL 28', 1976 RE; VOLUMETRIC RENTAL 
ALTERNATIVE. 
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MARY MUNSO, do Solemnly swear, under penalty of perjury, 

tro.O. the F6110Wing'i6 true and correct to the' heat of my knowledge 

arid belief; 

That on Thurspay, JtIly a2, 1976. betwer,n the hours of 9:40 -.  

9:45' a.m., I arrived at Room 2170 ox" the State Capitol in order to 
	 r. 

assist any persons wishing to attend the• meedng of the State Lands 

Commission scheduled for that day. The location had been changed 

from Roam' 2170 of the State Capitol to Room 127 of 'the 	and Agri- 

culture Building at 1220 11 Street, SaCraMento,, California, which is,  

located t.c•oss the !Street from thejCapit4;' 

Upon; arriving at ,RooM 2170, I erected a signwhioh stated: 

'The State 'Lands UmmiSsion meeting has been 
 kk 

moved to the Food and Agriculture. BUilding, 

1220 N Street, Room 127,,  10:00 a.m." 

I' stayed outside the entrance tip Room 2170 until, anproxiMatoly 	p.M.i  

- 	 When:CarY:Rorn. a staff MeMber, came to tell-Me that I could leave. 

During that period of t 	Iasaisted bettyeen 8 and '10 individuals, 

. 	 — 

giving them.directionsnm how, to reach the ,Poo0. and Agriculture Buil4tng 

acro4s the'street. 

During that time 'I Checket, in with my office, using the tele-

phone in Assemblyman, Kapiloff's office acroas the 'hall An Room 216!, 

I asked Irene ishizaki, a staff member' there, whether she had' received 

ahy inquiries, aa to the State tends' meeting prior to My arrival. She 

replied that shehad-not and that people looking for Metings in Room 

21?Q'usually inquire' in that office because 'it is no close. Later I 

observed a lady who had veen the sign 40 myself earl.vIri atcv a groWo 

930 



J.0041.1 for the meetilv. She told tho that ,theto 'yao a sip in 

PeOot.  of '}loom 2170 ind'cati,ng a roog ohaagq; and' diteato twerp, to 

the ,newl.or.stion. 

,SusOribed to this:3"i* og Autiomt '076,0; ;MOrampn•o• 

,CaWorni,4 

)' 

Golory-OF SIVCRAkON!4:0 ), 

Oh August 30, 1.976, before the undersigned, 
Isio•at Pdblic for the State cif California, pOsoha•ly 

rfAUV 	 th*:'0.4poli 0165,e,  
name is sOSex,ibed to tke ithin IhOrUmeht, ,and: aoklipw.?,  
ledged that she execute& the same, 

'OFF1p1AL 

"0 	
GAYLE 

1.11,  
0 fstO T 	P.61AL I C • 	 ; A (10)G4 roSACRAEN ttl,C,(Itni!), 

I19,4 

W4:70br,lota tt tic 
'617 the 't.,.atEi Of Califotilta 

,)!AP,-ty4iac'.:ap)apto 
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HEAlkI110 	 aNTAt AE(TATIOS 

At As 11100#ng9n-At)r-1,4 24•, 1914, 06 'CbrilmfosiPn, In l'oPOnse 
to 4 'ptit:kt;OA 1):Oxvhe Mostern 4.5iJ. and w AsSoclAtiOAL 
~rG`..c`orisidc or repeal its ':rOtOiltly-=#dopted -voluetric -rep- 
14:tOlit:„ pttrUCt0- strff t t 'take the stepshotess4ty undt e 

T.„1.(5co4res Act to dp0a4ct another 
th.e tOgm1.4 t:ion5. 

:c'or4ingl.y s 	Of the :hearing 'Vat 'published in a ne'ws- 
patior' org g;enerai .c4r.eri'l•ation On': June 	1976;• 	 each 
company pOtentialI),' aT,feet.ed by the regulations was tent, a 
copy ,Of the notice of the hoaxing together with a. requett for 
comments, A oopy of the  noti"L,e is  on file with the Office o'f , 
the 	4andS conaission-and,,hy,  reference—made ,part hereof. 

The. notice' sta•et that 	be a hearing on the regaatiptis,  
on ,771.t:147 	'1976 ,,arid that 'the State Lands 	 ,upon 
:K-ts, own tiotion ',Or at the instance, of any intere,sted'perrson,, 
,mqy :hereafter 	 •oave unthanged the regulations 
AS set forth abWO, witheutrurth,'.r notice.." 

A$, :4esiOi••ect •1* the tO.inniiss),Op 	'hearing is the time .4firi, 
for 	 ,pqrsoils to .- uhrait comments 'written and/ 

Or' Ora1) On the :trO).wiletric renta.' 

A. Notice. ,of ,IyeaT*4 

• . 	; 




