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corporation? 

MR. STEVENS; Public. 

CHAIRPEOWN CORY: Aro there 10 	filed. and 

that sort ofthing? 

MR. STEVENS Yes. 

6 	 CHAIRPERSON CORY: I'm sitting here in total 

7. ignorance of the Wrather Corporation, an4,there have been 
o 	 \.) 

S' stateMents that tills is the world's bOst company to do this; 

9 and it might be, but I don't know. I don't see airrthing 

10 in the package presented here to answer that question as to 

11 what 	athor does or what its variou subsidiaries are 

12 My knowledge was "when was a lifegLrd at the Disneyland 
/ 

13  aoltFl 30 years ago. You have a diff4ent perspective of 

14 the Wrathor Corporation functioning. 

15 	 (Laughter.) 

16 	 MR. GRAY; Did z our check clear? 

17 	 CHAIRPERSON CORY: It cleared. That was 30 

18 years ago. Let's speak seriously, Those are the :ands of 
- 	 , 	, 

19  questions, as the staff lays on me my obligaion the lawyers 
7 20 saying the best interests of the state. I don't know, YoU 

21 people in the city have had time to go through that and 

22 come to those conclusions. 

23 	 MR. PARkIN: Mr. Cory, you suggested a five-minute 

24 recess. I think if I could prevail. on you for five minutes, 

25 I think wean maybe see where we go fron here. 
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CI \IRPERFMN COR ',Okay- We wall  

pax tier of and we will be in fez a br of period of 

3 timeOecaUse m.e4re approaching lunch, If we're going to 
\\. 

7esolve the problem today, -I would guess we pro ably 

should go eat,lunch,and attack this 	a full stpmach so 

we're not quite as mean and -0/44ery ) 
MR. STEVENS:-;Ke'll do the five minute. 

CHAIRPERSON CORY: We'll do the five minutes. 

I:hereupon a brief recOss was taken„ 

14 ,CHAIRPERSON CORY: Wo are back in session. 

11 	 MR..,FARKIN) Well Mr. Cory, thank you for the 

12 recess, and we have discussed this. I think uith regards 

13 to the staf f' recommendations that there may be -- I'm 

14 not saying we will reach this poit -- but there nay be 

15 a passibility where -we can develop a list of possibilities 

16 for those optioa areas that we l  tould came to some agreement 

17 on what would be considered as 	part of the lease document. 

However, We don't want to he hasty in preparing such a 

19 list. Se, perhaps the best thing to do would be td put 

20 this matter over until your next meeting. 

21 	 CHAIRPERSON CORY: What kind of time „fram 

22 Because as I understand it, you people have some tight 

23 time 0--  straints in time to reach this. Our next meeting 

24 is what, December? 

EXECUTIVE OFFICER NORTHROP: December 16th, Mr. 
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Chairman. 

CHAIRPERSON CORY: IRA long would it take you 

and the staff? 

MR. STEVENS: We've alr(bady given a list 

CHAIRPERSON CORY: Not you. I'm worried about 

the city and out staff. HoW long is it going to take you 

to try to draft conditions which both sites can live with? 

It seems to me you ought to be able to thrash that out 

within a couple of days, 	would guess. 	 II 

MR. McJUNICIN: Over lunch. 

ASSEMITLYMAN ELDER; Over lunch, 

MR.'2ARKIN: That item 1 think maybe we can. 

CHAIRPERSON CORY: If'we adjourn fhe fleeting for 

lunch and if they put together something to bring back, 

wo'an meet then;.  if it can't be done today, I'm leaving 

16 _tomorrow. I guess we have a large contingent going to play 
X3`0 

1'(' with the DOE. 

18 	 MR. PARKIN; You could always take the other 

19  two members of the Lands 

 

Commission ,4.j1.ong and welicoUld 

20 keep the meeting going. 

21 	 (Thereupon a brief discussion was held 

22 	 off the record.) 	 t. 
MV.. GRAY: Mr. Cory, I think there is no question 

as far as our gl)up is concerned dealing with those two 

provisions. 	cke can deal 	those two through lunch. 
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1 think the major concern on the 20-yea re 1, is 

striCtly a financing consideration, and that's not our 

conSideration, but obviously the borrower's consideration; 

but I think we could either get it done through lunch or 

find out that we can't get it done. 

CHAIRPFRSON CORY: Okay. We will stand in 

recess until 1:30. 

(Thertupon the' meeting of thfl State Lands 

Commission was recessed for lut1)1. 

---o0o--- 
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AFTERNOON ,SESSION 

CHAIRPERSON CORY: We're,i)ach in session,,--  

EXECUTE61 OFFICER NORTHROP: Mr, Chairman, 

3 

5 during the interim, the Attorney General had some. 

6 conferohces with the City of Long Beach, Mr. Parkin; 

and I wonder , Mr, Taylor, if you'd care to share that 

with the Commission. 

MR. TAYLOR: Maybe you'd want to. 

10 	 MR, PARKIN: Mr. Chairman, members of the 

3omittee, we did meet during the noon hour, and I think 

2 we addressed ourselves first to the recommendatilns of the 

13 staff as to the conditions for making the findingi under 

1A1 Section 6702 of the Public Resources Code, and I think 

15 that for the city and for Wrather we are Prepzred on the 

16 first condition -- t1! .t is, to bring back future developrien 

((7 for review and approval o' the State Lands Commission -- 

8 to agree to that ld to so state in the Tease. 

19 	 We also would be in a position to provide for 

20 marina rent reviews, but not at the 20-year interval stated. 

21 I think r -  Stevens articulated the sizable investment 

22 that would be required for t)Je marina construction. What 

23 w't are suggesting is that the rental reviews be made 

24 following the amortization of the firt permanent loan that 

25 they may tate out for construction oi" the marina. I think • 

PETERS'SHORTHAND REP ,STING CORPORATION 
Mu COLLEGE TOWN t•VE, SUITE 209 

SACRAMENTO. CALIFORNIA 95028 
TELEPHONE (919) 31124001 

4,.......okkommemikavymonaisszeamaigment4;:lawasititui 



(.7) 

61  

7700 COLLEGE TOWN DRIVE, SUITE 209 
SACRAMENTO, CALIFORNIA 95822 

TELEPHONE (016)'363-3601 

6 

7 

C20 

C.) 

staff has indicated that that's /cceptable to non. 

CHAIRPERSON CORY: But if there is subsequent 

review of aOitional 1)rojects, why do we need to get into 

that issue ,,Y6 this time? 

MR. PARKIN: - You don't. 

CLAIRPERSON CORY: It seems to me there are some 

technical questions 

MR. TAYLOR: There is a schedule in the lease 

that you are approving that does not provide for that. 

There is a rental schedule .tor marinasunr the lease. 

CHAIRPLRSON' CORY: They can't build a marina 

until they come in with a specific proposal, cEm they? 

MR. PARKIN: That's correct. 

CHAIRPERSON CORY: Why should we get into that, 

and let's look at the proposal bsed on how they're 

amortizing and how they're paying off,, because the kinds 

of''questions that come to my mind to raise this at thi 

point is how is the cash flow handled, because we in the 

stategovernment have the Golden Gate Bridge Authofity 
11 

which had a loan that they never paid off even hough they 

had the money. 

EXECUTIVE OFT,T,igR NORTHROP: I think that's a 
Il 

good observation, Mr. Chairman. 

M. PARKIN: We would just drop' that as a 

condition. 
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MR. TAYLOR: With the undorstanding that that 

is not foreclosed by this approval. That woule come back 

as a part of anything in the future. 

CHAIRPERSON CORY: The record will show nodding 

of heads from the City of Long Beach and the Vrather 

6  Corporation representatives. 

2 

3 

4 

5 

MS. MORGAN: Is that part of the contract? 

CHAIRPERSON CORY: I'm sure it is. It's in 

writing, isn't it? 

MR. TAYLOR: There's one other thing. The question 

went unanswered today as to what the status of the 1K-1 

would be, If it were in Parcels 1 and 	there wouldn't 

be any problem. If it was put on an extension to Parcel 1 

and Parcel 4, there would be a problem. Therefore, if the 

Commissiotis going to act today, it would have to 

specifically approve the 1R-1 project as set forth in the 

lease, In other words, the rental rate and everything for 

HK-1 is set forth in the lease right now. We'd just have 
ti 

to find that would be a good purpose. 

CHAIRPERSON CORY: 11K-1 is Hughes Kaiser4 Plying 

Boat. 

MR. PARKIN; Otherwise known as the Spruce Goose. 

' CHAIRPERSON CORY: He just rolled over in his 

grave again, if he is dead, 

MR. STEVENS: It will b,e  on Parcel 1. 
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TAYLOR: If 	in Parcel 1, it will he 

approved thc' way the lease is written at the present time. 

	

3 	So, you would have no problem with that. 

There is one other thing that was pointed out-  

	

5 	at lunchtime. Under 6706 of the Public Resources Code, 

in()the event that there is a revocation of tkxit grant, 

 Commission or whoever gets the grant  in)other words, 
-// if it goes back to another agency -- wpo 	7,ever s successor 

9 to the grantee has the option of eitheraffng 

10 lease or refusing to accept it. In the event that they 

	

11 	refuse to accept it, the lease remains the responsibility 

12 of the Comer grantee. So, if in his case the State 

13 Lands Commission revoked the Long Beach ,rant and dia not 

14 want to assume the responsibilities for the Queen Mary, 

15 but leave those with th city, the CommissiCA within the 

16 period of time set forth in 6706 would have the option 

17 to do that. 

	

18 	 CHAIRPERSON CORY: For everyb ly in the room, I 

	

l 	want to make it perfectly clear. I want to speculate on 

20 what this contract moans and some options. The speculation 

21 is not accusatory in any way vis-a-vis the city or contractor 

22 I'm just trying to understand what people's options ;are 

23 in a theoretical sense. I hope that people listenin or 

24 writing keep that in mind because I just don't know. 

	

25 	 But if that option, if we at some point for some 
0 
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reason _revoked the grant and left at•the state's option 

the contract or that portion of the grant with the city, 

the contractor would have the option of going ahead and 

developing Rarcels 1, 2 and 3 as he sees fit. 

MR :TAYLOR: Well he'd have to -till c 

to the Commission. 

CHAIRPERSON CORY: What I 'm trying to aSt,rtain 

is that we got ourselves into what I consider a:fiscal 

and political Mess with the Queen without the Lands 

Commissi')n participating. Now we are asked to participate, 

and I have same qualms about that participation; but we 

entered into th 	contract, and the contractor could say, 

well, this isn't working out too well so we're going to 

build Disneyland. We did a nice job somewhere else with 

it, so we're going to build another one on Parcel 3. Can 

they go ahead and do that all on their own? 

MR. TAYLOR: No. Under this ,t1wy have to bring 

the plan back to you. There are three places they have to 

come back to the Lands Commission. One is for an overall 

plan on 1 and 2 if it's any different than what's going on 

now. Two is for the dovelopment of 4, 5 and 6 and the 

third time would be if the Queen is scrapped in five years 

and the Wrather Company wants to go ahead and cle'V-elop 1 and 

2 without-the Queen there, the/ would have to come in with 

a plan. So, the Commission would have to be given a review 
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and approval of whatever the specific pl8ns were at each 

of those points. 

MR. STEVENS: In addition, we'd have to clear 

the normal regulatory agencies, be, consistent with the 

local coastal plan and, if it was not .ionsiStent with 

that plan, we would then hdve to go to'the Coastal 

Commission. 

MR. TAYLOR: Mr. McJunkin believes the way HK-1 

is in'the contract should have a specific finding of 

approval. 

CHAIM' U1SON CORY: Is the public record today 

froM the state staff sidelithat if we approved the contract 

with the condition that the state requested, that the city 

and Wrather Corporation have agreed to, you are saying 

ti wt implicitly the approval does include the HK-1 as long 

as it's on Parcel. 1 or 2. 

wiser to also include the approval for that project at this 

this point, we would be voting on the preAt5e that it does 

time specifically. 

about the Option area, Hr. McJunkin feels it would be 

'1R. TAYLOR: That's right. Because it also talks 

CHAIRPERSON CORY: But if we would be voting at 

incluAc the HK-1 if it is on Parcel or 1, 2 or 3, for 

that matter, if you could double up with the heating plant. 

MR. TAYLOR: Yes, that's right. 
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UAIRPERSON CORY: We just had  hid that clear. If 

we can just jump back for„ the record to make sure that 

3 it's clear, can somebody state whether or not we have any 

answers to hr. Tuttle's four questions so we can put 

5 that aside and not have to deal with that any further? 

EXECUTIVE OPIUM NORTHROP: Mr, Chairman, Mr. 

7 Grimes can answer that question. 

MR. GRIMES: With regard to Items 1 and 2, the 

staff askOtessentially these same questions of the Port, 

1 and the Port responded;;-- and I tend to ag,ree with them 

that, first of all, the Queen Clary and those properties 

12 at this time are really not capable of being appraised by 

13,  a certified appraisal firm, and the return is probably 

14 f'air and adequate in that it was the result of head-to-head 

15 negotiations that went on for sonic period of time. The 
i. 

16 State Lands Commission staff was not a party to those 

17 'negotiations, htwever. 

18 	 Number  three, in light of the fact that the 

19 contract provides that Wrather can purchase the Queen Mary 

20, for,  scrap, value in five years why is the project not put 

21 out for bid now, I think the real reason there is everybody 

22 is trying to give the Queen Mary a chance to gq, and make 

23 good. If you put it out for bid right now it woul 

Number four, would the State Lands Commiss ion feel 
1. 
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it is appropriate for. Long Beach City 00uncil, as eleCted 

representatives of the public, to revieW for apprbval 

contracts that affect public tideland areas in Long \\ 

,'Beach, I think the Council four or fire years ago turned 

the whole thing over to the Harbor Conmissioners. If 

they want to take a look at these things, they could perhaps 

pull that authority back to themselves. 

MR. PARKIN: No, they caniwt. That is a matter 
ft 

of city charter, the jurisdiction of the Aarbor CvMmission. 

The only way that could be done is hy a vote of the people 

of the City of Long Beach. 

MR. TAYLOR: I would agree with the City 

Attorney's conclusion on that. We deal with the city as 

it's set up. lhat'S the way they're constituted, and 
`;) 

i.:hose-.  amendments were approved by the Legislature. 

CHAIRPERSON CORY: But there is nothing to 

preclude the City Council from holding hearings, writing 

letters, issuing findingb' of fact and sen011-a- us their 

wisdom as they see fit, is there? 

MR. PARKIN: None- of which is binding o; the 

6 
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// 1 	Iarbor/C&mmissibn. 

25 

CHAIRPERSON CORY: Nor Us. 

MR. PARKIN: Nor you, that's correct. 

CHAIRPERSON CORY: They deWt need our license 

to make that inquiry inA'oAnother portiQn, o their city. 

22 
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they want. Were a public body. If ,he wanted to be here, 

0 

WhatI seem to respond to Mr. Tuttle's question in tha 

regard is it's his town. The City Council can do whatever. 

3 

4 he cc ld speak. The City Council could send what 

5 4 reSOlUtiOPS or views_ they have to us, and we'd be'-g1 4 
6 to take them into consideration. 

7 	 MR. PARKIN: It's a municipal affair. 

8 	 CHAIRPERSON CORY: It's their affair. I don't 

9I think they need our invitation to do that. 

10 	 ASSEMBLYMAN ELDER: I don't think he had a second, 

EXECUTIVE OFFICER NORTHROP: i4r. Cory , Mr. 

12 McJunkin pointed out,  to me that tIle Queen lary was put 

13 out for bid for development and, based on that, it would 

14 I be very difficult to pat it out for 	scrap bid when 

5 you're trying to develop it. 

MR. McJUNKIN: Yes. Of course, the de lo went 

could have been scrapping, as fax as that g6es. 

EXECUTIVE OFFICER NORTHROP: If somebody wanted 

it for scrapping t  they coulg have bid that 

CHAIRPERSON CORY: Do the Commissioners have 

any housekeeping questions or specific information that 

you need in your minds? 

MS. MORGAN: I just have a simple question. Is 

the staff advising vs that this lease is in the best 

25 interests of the estate, in their opinion? AII the material 
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refers,, to the fact that thelty thinks it's in the best 

interests of the state, but Can the staff really say 

that this lease is in the best interests of thestate? 

EXECUTIVE OFFICER NORTHROP: As we see it today, 

Ms. Morgan, it is. 

MS. MORGAN: That's a hedge. 

EXECUTIVE OFFICER NORTHROP: No, it's not. As 

it is presented (2-- and let me finish 	any changes in 

the program, that is, other than what's outlined here, 

must come back for the Commission to make that decision. 

Are we in agreement? 

MR. STEMS: Yes. 

EXECUTIVE OFFICER NORTHROP: So, we're only 

14 '' deciding on what we're looking at today and not at the 

15
i  open.  language that we objected to earlier. Any change n 

17 has to be defined4 When that definitioy :zomes, it will 
18 come before the Commission; and at that time they will 
19 then again make the decision, is it in the best interest 
20 of the state. What we have before us today we feel is in 
21 the best interests of the state, given a narina. 
22 	 NS, MORGAN:, So, you see this as comin in stages. 

CHAIRPERSON CORY: Given a marina. What marina? 

I don't see a marina before us, 
25 	 EXECUTIVE OFFICER NORTHROP: Yore right. I beg 

16 the present language to move it into the open langtwge 
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// 

your pardon. The optiin we have before us today is the  . 	 \ 
2 Queen Maryand'the ziir 

,
lane, and any other changes that ,,. 

would affect the state's intrests will he brought back. 
0 MS. MORGAN: The 04„.-, Mary, the airpiane and 
0  
--'' 	k,, 	5 	their rental rates. 

6 	 EXECUTIVE OFFICER NORTHROP: Well, then Chairman 

pointed out that the rental rres -- we agree there are 

six rental aras. We agree with five of then. We're only 

in contest overone rental rate and, as the Chairman 

10 pointed out, its premature to &wide that re7ital rate 
0 	 , 	 , 

11 because we don' t\ know what's going to be in Areas 4, 5 and 
/ 	

I 

12 1;6. So, we're no making any jiAdgment on that today. 
 

13 	 MR. ACKERMAN: Are thc,,an subsequent developments 
0 

14 then brought `'back to 2i,14Ze Commis_tion under the same circum- 
, 

44,*a 	 15 stances as we're referring the Queen and the flving boat 
3 

3 

0 

MR*/ACKERMAN: How detailed would that be if 

future deveiopment comes back? Maybe a marina is a had 

example.—  Some other development, say, even the construction 
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today? 

EXECUTIVE OFFICER NORTHROP: It could probablfbe 

limited to best interests of the state, woOci be the 

overriding Issue .  

MR. ACKEkMAN: And how detailed does that get? 

EXECUTIVE OFFICER NORTHROP: Mr. Chairman, r 
think I'm getting legal. 
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Commission to give the staff direction on that.  

10 absence of that kin of direction, normally the way these 

11 traditionally have been handled is that there is a detailed 

12 plan submitted to the staff for review, but that is just 

13 generally in tern of concept and what is intended to be 
4 

14 	d,)no. 

15 	 MR. ACKERMAN: I guess this is a rhetorical 

16 question. I just hope we would require ther same type of 

17 detail that would be required at every local level and 

18 local jurisdiction so that the applicants in the case of 

19 the Coastal Commission and whoever else you'd have to go 

20 through -- they don't have to generate separate reports and 

21 separate data in all four different agencies 	ire have a 

22 one-stop practice for this. 

23 	 EXECUTIVE OFFICER NORTHROP: Generally, we exchange 

24 documents. The Coastal Commission usually gets into much 

25 more minutia than we do. I can't think of a case where 

PETERS SHORTHAND REPORTING CORPORATION 
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of a breakwater. That's already been mentioned today. 

How detailed,do we get in consi ration of tlre best 

interests of the state, say, in construction of a breakwater? 

Do we survey by/ ngineering example the foundation for 

5 that breakwater or things like that? How detailed do we 

6 get and what would we be requesting of the entrepreneaur 

in this case to provide the Commission? 

8 0 	 MR. TAYLOR: I think that it would be up to the 

In the 
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th -o hasn't been one that would suffice for what we want. 

CHAIRPRSON CORY: The Harbor Department, how is 

that organized? \It's appointees of the city, the Mayor, 

the City Council or who? 

,:. 

 

MR. 'PARKIN: Our—charter was ju=st amended at u  
6 , 

the November  ,4th election, and under that new charter the 
,,,,,  

appointments to the Harbor Commission will be mp,de-by'the 

'llayor subject to confirmation bYthe City Council. 

9 
	

CHAIRPERSON CORY: I'm atk,Nut't-eisuggest something 

10 that I'm not so sure that theocity staff can `respond to 

11 
	

in terms of the cloctedrepresentatives. Maybe Dave has 

some Comments. One of my great concerns here is, as I 

13 	say, coming into the tail end of the movie. If we draft 

&„ set of reciation of facts, in essence"trying to say 

in a polite manner, this is a fine kettle of fish you've , 	 ■ 

gotten us°into, 011ie, bit given those facts, this may be 

the,  best position for the state to proceed this way, to 

try to limit that which would laisen. One of my great 

19 fears is how much of this fiasco with this action were 

2®:= 
„blessing. Fiasco wsy be too strong a word, but L mean all 

21 of the problems in the past 13 years. I'm verc,! reluctant 

22 	to somehow put my vote behind the various problems, for 

23 ' whatever reason it occurred. 

There are a lot of statements that it's all 

government's fault. i remember "a foundation that made some 
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wenderf61 decisions about remodeling. I think that was 

a foundatiobbsyd of directors that did that not a 

government /lected body that decided to rip out a few 

decks. There were just a whole lot of things that I just 

don't want to get into. 

MR. PARKIN: I repeat what I said this morning. 

I really don't think your action here on this lease in 

any way ties you to what may have gone on in the past. 

I think what you are doing is you are just making certain 

findings with something that is going to be prospective. 

MR. TAYLOR: That is why the staff added (d) 

to the recommended action, which makes it clear that all 
_ 

you're acting on i-that lease. I guess we could be even 
Y_..' 

more explicit. The intention was not to deal or bless, 

because it's by way of recital in the lease agreement, 

any transaction that occurred by the city between the tine 

of the setilement agreement with regard to the Queen Mary 

between th state and the city and the present time. 

CHAIRPERSON CORY: What has the staff done to 

4scertain the relative merits of proceeding with this 

vis-a-vis zlosing it down, Option 6 in the Elder report? 

EXECUTIVE OFFICER NORTHROP: We have not dene 

anything on that. 1e felt that the Harbor Department was 

making that study, and we left it with them. 
/-- 

MR. PARKIN: If 1 	respond to that, I think 

'LT 

2 

3 

4 

5 

6 

7 

9 

10 

' ?11 

12 

13 

14 

15 

16 



sr 

14  

0 

0  

Mr. Gray covered in his comments this morning, really you 

don't have any down side on thi because if it doesn't 2 

work, that option is still availalo. 

CHAIRPERSON CORY: If it is not with the 

5 approval of this, the Wrather Corporation, are t11,y not 

placed in a position to develop Parcels 1, 2 and 3 for 

some future commercial venture, in essence, mitigated 

damages without competitive bidding, without other options 

being considered? 

10 	 PARKIN: That's all covered in the contract.  

1 

12 

13 

14 

15 

16 

17 

18 that if upon the closedown we are dealing with a single 

19 lessee, the Wrather Corporation, rather than if we close 

20 it down today we could go out to a Multitude of people for 

21, a multitude of projects. I'm just trying to ascertain 

22 what it is 46're giving away. I'm not saying that it's, 

23 inp-P-iopriate. I just want to clearly understand what it 

24 iSywe're conferring. You've got to be getting something 
25 for looking at this turkey. 
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M. STEVENS; Potential. 	, 	 ; 

CHAIRPERSON CORY: Yes, but it is not just /11.at 
 

we are in the same position as If we didn't in the future, 

was put out on a requost for proposal. 

CiTAIRPERSON CORY: 	That were approving doe/16 in 

fact confer to that corporation certain benefits and rights, 

a lot of obligations, too. 
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MR. STEVENS: A trip to Sacramento. 

CHAIRPERSON CORY: Second prize is two trips. 

(Laughter.) 

M1. STEVENS' I think you're bringing the land 

side into perspective. You might keep in mind that with 

the parking requirements for the Queen and the •K-1, there 

is no additional land side to develop unless we hanalt, 

the parking by building a parking garage, which is 

basically creating more real estate. 

CHAIRPERSONA:ORY: But if you tomorrow come to 

your y rises and say, thl-',1 is a dumb idea, let's close the 

beat -- 0 

MR. STEVENS: We would be $10 million poorer. 

CHAIRPERSON CORY: Not if you haven't spend the 

money. 

MR. STEVENS•: We have to spend the money for 

pulling it out. 

CHAIRPERSON CORY: You 11\ive to spend the 10 million 

roburbishing it before you junk it, 

MR. McJUNKINt They would have to pay us rent 

for five years. 

MR. STEVENS: That's why our agreement from the 

government standpoint is 5t no-down side deal. We have to 

take a $10 million risk; and if we fail, you're no worse 

off than you aro. If we make it, you make it too. It's 
0 
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an incredible deal for the state of California from a 

business standpoint. 

CHAIRPERSON CORY: So, with risk capital of 

10 million to try to make the project viable, plus we 

get $500,000 plus the gross salvage receipts. 

MR.'iTrEVENS: Those are all aggregated together 

in a combination effect, but I think that the total 

dollar is $7-1/2 million that we have to -- in a combination 

of investment and rentals and so forth, have given to the 

overnment in:the five-year period. We don't know the 

veers to that ship, but I think i should g ve 

reassurance to the government however that in the ,'first 

month of operation by private enterprise, we made money. 

CHAIRPERSON GORY: But you could not close it 

tomorrow. 

MR. STEVE S: Five years. I have a five-year 

lock-in. 

MR. McJUNKIN: They one five years' rent4r T 

cant scrap it until the end of the fifth year. They c~ ,uld 

close it and do no business, but they would still have to 

pay us rent each year. 

1+IR, STEVENS: In addition to that, in addition 

to the 7-1/2 million there, the HK-1 project alone now 

stands at about 8-1/2 to $9 million investment. So, there 

are great financial incentives for Oxr company to make 

DETERS SHORTHAND 'REPORTING CORPORATION 
7700 COLLEGE TOWN DRIVE. SUITE 209 
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TELEPHONE 1010i 2a3.3e01 

• 



0 

are successf61. 

3 	 CHAIRPERSON CORY: Only half humorously 1 say, 

)22 

4 is this really a Lands Commission'meeting or a sanity 

hearing? 

	

6 	 MR. STLVENS: I'm prepared to go out in a straight- 

jacket one way or the other. 

CHAIRPERSON CORY; Well, lady, got0  any ideas 

what you want to do with this? 

	

10 	 MS. MORGAN: T don't know. Chairman, do you 

11 have any ideas what you want to do with this? 

M.R. ACKERMAN': u Has the staff worked out the 

13 exact language acceptance to those tlqo modifications?' 

14 	 (Continued on next page.) 
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the language that Sue has. 

MS. WYLIE: (2) would read that the approval 

of the lears includes an approval of the HK-1 project as 

described within the lease. 

CHAIRPERSON CORY: I;, don't think that's what 
it 

we had in mind. I thj,nk we need some more explicit language 

that th,t is wit ̀ respect to Parcels 1, 2 or 3. 

MR. TAYLOR: One, two or fo7. 

CHAIRPERSON CORY: NO. We were told, aS I under-

stand it, that it wes going to be on one and not on four, 

21 

22 

23 

24 

25 

.o 

ig 

78 

EXECUTIVE OFFICER NORTHROP: We haven't worked 

out the exact language. 
/7  

MR. GRIMES: Yes, we have, although w won't 

4 need the last part of it now. They're giving us the first 

5 one verbatim and nothing on the second. 

6 	 MR. TA ;,OR: W' h , the understanding that the 

second one is being strikn Subject to being brought back 

8 uu,  at the time of review of another plan, and,the understandi 

also is that the first includes the HK-1. 

10 

11 

12 

13 

to take 

MR. McYUNKIN: Excudes rather. 

MR- PARK/N: 	approved. Maybe youought 

that in a separate action. 

EXECUTIVE OFFICER NORTHROP: A now lumber two. 

    

14 Mr. Chairman, I think we have sOme additional language 

is starting with deleting (c) (2) and replacing (c) (2) with 

3 
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five or six because that is a fundaiwtal distinction that 

I want to have some questionS answered. f it's one, that's 

3 fine. I'm willing to go with it. 

ASSEMBLYMAN ELDER: The rest is water, so it 

5 has to be one. 
' 

6 	 CHAIRPERSON CORY: In terms of covering the water 

and expanding the geographical boundaries 

MR. STEVENS: Itls on one. 

MR. PARKIN: I *nk that's included , .n the languag 

10 	 CHAIRPERSON CORY: I just want to make sure that 

nobody has'any misunderstandings that we are not expanding 
rf 

12 theoxisting geographical boudaries of what we've got 

13 encumbered in there. 

1411 : 	 MR. STEVENS: And I don't want to move it a third 

17 	 CHAIRPERSON CORY: I thought so, but I just wanted 

MR. GRAY: Wasn't that covered undet the nodding? 

0 , 

18 to make kture we had it amended. 

19 	 MS. WYLIE: The amended language would then read 

20 that the HK-i project then located on ParceI'l is approved 

21 as described within the leage. 

22 	 MS. MORGAN: You're no' comfortable with the 

23 language. 

24 	 CHAIRPERSON CORY: I'm not comfortable because 

25 I want an etplicit 'Statement before we get to C . you 

4,) 
0 
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pick up the paper and it says that said lease is in the 

best interest of tho state, and it deals with the pros 

3 end of it. Someone who hasn't sat through this and 13 

years of prior I think is gOng to come to the conclusion, 

could mistakenly come to the conclusion that we are blessing 

the Queen Mary project; and I have to tell you in all candor 

7 1 would have never voted for any part of this project going 

g in, and I don't want to be saddled in my future life with 

9 that s4,  .C4ilat I'm say41g is a statement that whereas the 

10 state finds itself in a situation in which the grantee 

11 

•2 

13 

14 

15 

16 

17 

18 is in no way construed as giving any kind of approval over 

19 what has iSreceded your action toda 
/ 

20 
	

MR. ACKERMAN: It might help, 	if D were 

21 changed to refer to not just other matters not before the 

commision at this time, but also not any other matters 

23 relating to the project previously from '67 through '80 

24 or something like that I think, what the chairman is inter- 

25 ested in is Flat no action today be construed as blessing 
r,1„),  

\`\ 

5 

6 

paragraph- D and change it with C 	D then becoming 

C and justadd onto that that whateVer your action is 

nas actod,unilaterally to get us to this point, we now 

find that, given those circumstances, this lease is in 

the best interests of proceeding. 

MR. STEVENS: I understand. I got it. 

,MR. PARKIN; I was wondering if you could take 

S d 
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any relationship that, the commission has had to the City 

of Long Beach on this project from ' 7'to the present. 

Is that correct? 
ti 
 

CHAIRPERSON CORY: Yes. 

MS. MORGAN: I'd be perfectly happy to move to 

take the matter under submission to give the staff a chance 

to work Lie some language that's acceptable to the Chair 

and to c,nvince me that this is in the best interests of 

the state in their opinion. 

MR. ACKERMAN: You want to recess for a moment 

to do that? 

,),Iloroupon a brief discussion was held 

off tho record.) 

CHAIRPERSON CORY: We'll take another 15 minutes 

and see if we can work something out. 

(Thereupon a brief recess was taken.) 

CHAIRPERSON CORY: Would the staff read the final 

version of the amended proposed action item? 

EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Item 

1 stays the same. Item 2 stays the same. Item 2A stays 

the same, Item ,B  stays the same. 

MS. WYLIE: Item C will read: 

"These findings: relate solely to 

the lease dated October 7, 1980 between 

the City of Long Beach and Wrather Port 

i'ETERS 
7700 COLLEGE TOWN °film SUITE 209 

CRAMEN'IO, CALIFORNIA £1$826 
TELEPHONE (MI 312.4001 
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Properties and not to any prior transaction 

to date regarding the Queen Mary project." 

Item D will read that: 

"Given the cir(Cumstances in which 

the;city has placed itself by its prior 
ff 

actions, said lease is in the best inte rests 

of the state provided that:" 

One would remain the same. Item number 2 would 

be deleted, and Item number 2 would then become that: "The 

HK-1 project located on Parcel 1 is approved as described 

within the lentio." 

EXECUTIVE OFFICER NORTHROP: That completes our 

recommendation, Mr. Chairman. 

CHAIRPERSON CORY: An the staff informed one 
, 	 --- ,/ - 

15 o-L---th%,:::(rinr,soriers during the recess that it is your _____ 

------;.: 	\)6 opinion with these changes that this proposed lease is 

f 17 

CHAIRPERSON CORY: Is there anybody on the staff 

22 that disagrees with that? Is that what you wanted on the 

iAt 	 MS. ORGAN: Yes. 

25 	 CHAIRPSON CORY: Knox do you have some comments 

11 

0 

5 

10 

11 

in the best interest of the state, and, that is the staff 

recommendation? 

19 	 EXECUTIVE OFFICER NORTHROP; Given the language 

20 that was just given to you, yes, sir. 

/"P 

$ 
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20 

21 
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23 

24 

yol.?,, wish to make? 

MR. MELLON: I'm Knox Mellon. I'm the State 

3 Historic Preservation Officer. We haVe.'worked for a number 

4 of months with the City of Loh4 Bealchand the port and 

5 most recently with the Wratber Corportion in tho interest 

of saving the Hughes flying'boat. My office is satisfied 

that the proposal by the Wrather Corppration for relocating 

the aircraft and attaching it, putting it adjacent to the 

historicreservation and hopeftaly thereby in the interest 

f the people of Californi&iand of the nation. 

We very much would like to' see that aircraft 

re oated to the proposed site and hope that this will 

2 
MS. MORGAN: Aknox, what happens in five years 

if they scrap it? 

MR. MELLON: Scrap the proposal for the two facilit 

or scrap the aircraft? 

MS. MORGAN; Is the aircraft scrapable? 

R. MELLON: It's scrapable, sure. Its a very 

fragile structure. 

MR. STEVENS: To answer your question perhaps 

from our standpoint, the Smithsonian and the Summa Corporatio 

have imposed very stringent requirements upon us for the 

it 
Queen Mary and utilizing it as a tourist attraction%longrl  

with the 04een Mary is certain in,,the best interest of 
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disposition of the aircraft should it not be in the pubii, 

interest to continue to display or the public loses interest, 

Goa forbid, at some future time; and we are requir0 by 

contract to 'impound $500,000 into a trust fund immediately 

out of the first funds available for that purpose. 

MS. MORGAN: For what pUrpose? 

MR. STEVENS: For,the purpose of ultimate destructi 

should that be necessary. They ,alre a very precise way -- 

MS. MORGAN: I thought you couldn't destroy histor-

ical monuments, 

MR. MELLON: Well, there arc times when we wish 

that wat the case, but thor6 are also times when historic 

objects and structures have 	be destroyed, and there 
1 

are bottom line4 prior to demo.Lition. They involve things 

like measured line drawings, 

that future generations will 

so they will know,what it was 
'12 blueprints and photographs. 

be destroyed. 

CHAIRPERSON CORY: I would like the Executive 

Officer and chief "Jjetroleum engineer to note that it is 

possible to destroy historical monuments, 

(Laughter'.) 

CHAIRPERSON CORY: That is unrelated to this 

25 but I just want the two of you to keep that in mind. 
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blueprints, photographs,- somethi 

have a chanCe to refer to 

like at least in terms of 

Yes, sometimes they have to 

S 
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MS. MORGAN: The $500,`000 trust fund, I assume, 

is for the purposes of complying with those kinds of 

rules. 

MR. STEVENS: It has nothing to do with the five 

5 Years at all. It woul0 hopefully never be in ,play, but 

6 in 40 years or whenever the lease is up, the people may • 

7 decide that they have a bett4 use for the property, in 

which case it would have to e destroyed. 

MS* MORGAN: Does 1.he Chair have any opinion 

WIAIRPEISOW CORY: Pardon me. I hate to take 

the time with thifl. The (Thor question that I touched 

on kightly, the Wrather Corporation. recently sold its Tele-

prompter stock and other things, So, it's liquid. One 

of the things which I asked the staff for which they were 

just able to get me wore the 10K's that were filed for 

'79, March 31, 180in that range 

One of the things that's been presented, first 

of all, you're the only game in town; but you're also the 

best in that category. Just so we understand, you're in 

the hotel business, the television production business. 
. 	, 

MR. sTOgN4! Yes, I'll give you for the record 

just a brief overyiow. Firtt of.. all, our company has been 

public since 1960, with an outgrowth'of the personal—invest-

ments of bar, Jack Wrather,Alence the name Wrather Corporation 
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We have never been a traditional public company in the 

go-go sense. We are interested in very unique properties, 

as you might imagine- We created"the Disneyland Hotel 

from scratch when no one else had the vision. Every other 

hotel operator in the country turned the situation down 

because who would build a hotel in an orange grove next 

to a kiddie farm. Mr. Wrather did, and to our knoWledgo.,, 

it's the most profitable hotel per dollar invested in- the 

world,' 

Wo are what is known in New York security circles 

as an asoot„ play. We concentrate principally on building 

up the valuo of our assets through long-term ownership. 

We're not a buyer-seller in the typical sense. 

Our fields are in rea'. estate. We own 21 acres 

adjacent to Disneyland which we'll be developing this next 

year. We, of course, own the Disneyland Hotel, which is 

on our books I think in the neighborhood of $30 million. 

It was recently appraiSed at $125 million. We just did 

s'41 or aro,in the process of selling to Westinghouse our 

shares in Teleprompter, the world's largest cable TV company, 

for which we will receive 62 million or thereabouts in 
,, 

22 cash. Wown the Lone Ranger, Sergeant Preston. of the 

23 Yon and the Lassie properties and have for many, many 

24 earV and we have 4 major oil and as exploration and y 

25 evel0Ment program of long standing. 
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CHAIRPERSON CORY: Is your oil and gas operation 

2 in a positive cash flow position? 

3 	 MR. STEVENS: Basically, again, Mr, Cory, while 

4 we're in a positive cash flow posture, as you well know 

the tax situation concerning oil and gas, exploration is 

6 very favorable. You don '%t show much earning, but the cash 

7 flow is very good; ands thereserves that we've'been able 

to develop are substantial. 

CHAIRPERrON CORY: I apologize for getting into 

this in this kind/of forum. 

MR—STE(ENS: Not at all. We love to talk about 

5, 
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LSON CORY: The !OK's that I have,< in 

essence, for '79 show a, million one'forty-eiht loss overall, 

but as I look at that, that appears to be basically stemming 

from losses in terms of yolJr actual divisions or profit 

centers is in the film, 

18- 	 MR. STEVENS: Again, the numbers that youlr& 

19, referring to are from federal tax returns. As I believe, 
.J, 

20 as you know also, the way that these accountants are allowed 

21 to handle film inventory is much li,e oil and gas, and u 

22 you are able to take certain writeoffs at times/ hat ai  e 
A■ 

0 23 not consistent with the cash flow results, We /aid a major 

24 motion picture during this period of time, the Lone Range 
0 

25 epict which will be coming out hopefully Sometime in the 

0 
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near future. 

CHAIRPE7(SON CORY: 	I'm just trying to fit together 

that you don't have a whole lot of losss somewhere else, 

that you'ro really in a position to pony up the ten and 

5 you're going to go on with it. 

6 MR. STEMS: 	That's right, and one of the main 

- 

7 

8 

reasons is Mr. and Mrs. Wather made 18 crossings in the 

two Queens, and there is more than a monetary attachment 

9 here. 
0 

• 

 o 

rl 

11 

CHA R BRSON CORY: 	Being a public corporation, 

soul l't dffect your st okholders' 	pity, I'm sure. 
0 

12 MR: STIMENS: 	Oh, 	Obviously; Mr 	Wrather 

13 owns' half the shares. 	He's interested in making money, 

14 too. 

15 CHAIRPERSON CORY: 	Our choices are turning down,  

16 putting it 'over 	approving it with those amendments.- 

17 ASSEMBLYMAN ADER: 	I move it 

18 (Laughter.) 

19 CHAIRPERSON CORY: 	Dave Elder would move it. 

20 If you had the votes, I'd be glad to lets you do it. 	ItA 

1\ 
would save a lot of problex0 for me. 	 ■) 

22 (Laughter.) 

23 MS. MORGAN: 	Well, I couldn't get the staff to 

24 waitrer. 	They *r,.e convinced this is in' the best interests 

25' of the state. 	Sixty-flx year leases. 
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EXECUTIVE OFFICER NORTHROP: With rent reviews. 

MS. MORGAN: Oh, a11 righl, 

CHAIRPERSON CORY: Beforo wrl takes 	action 

4 that the staff is pushing Susie -- and' she's totally control- 

5 led by the staff --- 

6 	 (Laughter.) 	- 

7 	 CHAIRPERSON Qux; There is a point that I think 

needs to lm put „.forth explicitly, and there have been some 

9 	staff chauffels at tAto ottlr, taut: in 1967 when I became an 

10 eleoLod offivial, 1. Ifionghl 'him) was
, 

 an understanding, 

, with •ho city fathor•m lital they would never bring anything 

12 connected to approval vet' the Quer,,In project to me. This, 

13 is the first time it has happened, and that's the reason 

14 I wanted to amend 	in terms of the prior difficulties. 

But there is a problem, in my opinion, that if things. are 

16 going to proceed on other developments, as'l would guess 

A7 	contemplated onAJJ,Fning this thing around so \that the 
--/ 

Wrather Corporation cyan get a return on their instment ' 

their stockholders have a right to expect,'I think that 

the city is giAng tb have to -do a better job of preparing 

us because at the start of thic meeting and still I feel 

we're somewhat buying a pig in a Polk in terms of 	really - 
having gone through theGteps that you have gone through 

over a series of months as to whyyou made each of these 

18 

19 

20 

22 

21 

24 

decisions. 
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f line in that regard. 

MR. ACKERMAN: 1-would concur x think, Ken, in 

your comments. These negetiatzons have been going on for 

quite a bit of titne,%--As, 	prOgressed, our staff has 

23 

24 

25 

0 

If 

8 

9 

10 

1 1 

12 

13 

14 

We were brought in for„a quick,meeting and to 

make all these things; and if you think the next time it 

3 comes in for a development pl(an that it's going to be approve 

on this kind of a basis becat,e of some moral obligation 

to third-party contragtees, ber)ase if this wassi tyle city's 

6  project al one, I,would not be prepared to voter it. 

7 But there! seems to be somebody in the private sector who 

is hung out on having to proceed. I'm uncomfortable about 

proceeding on this kind of a time frame with this kind 

of information behind it. Sp lthink it should be made 

clear, that if yOu want to proceed, you had better start 

putting more cards on= the table sooner so we know what 

the problems are, rather thap trying to handle the matter' 

at this late date. 
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6 

01 	, 

15 

16 

111 	 11 

0 
1$ 

19 

# 20 

21 

22 

don't know how the,other commissioners feel 

on that, but you're welcome to \Make comments if m out 

had difficulty in obtaining some doctments and documentation' 

in a timely manner, even at the point to where obviouSly 

we had to cancel the agenda item at 	meeting and reschedu e 
, 

it until now because the staff didnt have the.adegtate 

documents in front Of tliem with which to'make a recommendatio 
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I even discussed with some of the staff adding 

some items to the'calendar approval to where, when we talk 

about future development, that we require 30-day or 90- 

day submission of the necessary documentation from the 

city to the staff prior to even scheduling the cAendar 

items. I don't think it's necesS,d,Y to write that into 

the actual motion that's done, but in order to expedite 

everything, I think that would serve great service, both 

to the commission and its staff, but I think, more important) 

to the Wzather Corporation which is negoatiating and operatin 

in good faith with the city, and that good faith has to 

be also shared with the state. So that we can return that 

good faith, X thinkit necessitates that sharing of informal  

tion in advance in whatever joint meetings are necessary 

to take place and the other so that when the first project 

in conformanee with this lease agreement comes before us 

for approval for anY)  development changes 	don't get into 

the situation we're in today, It's not fair to the Wrather 

Corporation, and I don't think it's fair to the commi&sion 

staff, who could be placed in a difficult position to do 

proper and adequate staff work: 

MR.,,STEVg'NS: I can assure you thate'will make 

sure that there is adequate communication as well because, 

as you say, we have a, great deal of risk. 

MR. ACXERMAN: Anoth6r triPho Sacramento. That's' 
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the essence of my comments. 

CHAIRPERSON CORY: Ready to 

have a motion? Is there a motion? 

MR. ACKERMAN: I will move it. 

5 	 CHAIRPERSON CORY: It is moved. 

6 	 MS MORGAN: 	'117---zccoria. 

7 

S in favor signify by saying aye. 

rove it? ,D0 we 

CHAIRPERSON CORY: It is seconded. All those 

9 
	

(Ayes.) 
	 V 

10 
	

WIAIRPERSON CORY The motion is Carried. 

11 

12 	 C emission was adjourned at 2:15 p.M.) 
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1, WENDY E. STI1WA1''1!, a CarliF104 Ohorthand Repotiter 

of the State of California, do hereby (=Lily: 

Tob I arria, disinterested person httroin; that 

pregoinq State Lands ComMission Meeting was reported 

in(ishorthand by me, Wendy E. Stewart, and thereafter trans-

cribed into typewriting. 

I further certify that T. an not of counsel or 
I \ 

attorney for arty of the porgies to said mooting, nor in 

any way intorest6&in 	ouhcomo o f sa i a mooting, 
7 

IN WITNE8S WIDIR11010 ,' T Fu 	horonnto Hot my hant.1 

this 26th cloy, of November, 1980. 

WENDY E. STEWART 
Certl,fied Shorthand Reporter 
License No. 4355 
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