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'CHAIRPERSON CORY: I , call the meeting to order 

4 to deal with the technicalities of the world. The official 

5  meeting, will start in 35 minutes, at 10,p0 o'clock as 

noticed. We will start certain inform...2..ional and (1..iscussion 

iteMS prior to that but no official action of this body 

is contemplated until 10:00, o'clock. That iS the officially 

noticed time. Because of some of the controversial items 

on the agenda, we may not be able to meet our time schedule 

if we wait until 10:00 o'clock to commen,te, so we cannot 

12  deal with the events, but we ca have report from the 

EXECUTIVE OFFICER NORTHROP: Thank you very 

kindly. 

Pacific Gas and Electric Company has requested 

permission from the Commission to insitall a 12 kilovolt 

powerline across Whiskey Slough in San Joaquin County 

to serve (7,  irrigation pump on McDonald Island. The power- 

(1. Y/ 	c; 
22 

0v•,',  

cv 0   

line is needed immediately in order to avoid 'a potential 

crop loss in this location. Pacific Gas and Electric 

requests a letter of permission in order to install, this 

powerline. The company will, as quickly as possible, apply 

a standard right-of-way lease for this facility. 

Stmff requests the Commission's authorization to issue 

PETERS SHORTHAND REPORTING CORPORATION 
/74o,,coLLEot TOWN DRIVE, SLATE 209 

:3AeAMENTO, CALIFORNIA 9582Q 
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a letter of perMi6. Ion for th' temporary installaVion 

this po rerl* peing app ioation by PcgtE.:,for a formal 

lease: 

The second item, Mr. Chairman ,an Mem lers is 

a letter of permission from Cray„,r-le -- 
VA 

COMMISSIONER ACKERMAN: rls there any opposition 

to this? )) // 
EXECUTIVE OFFICER AORTHROP: No inerdl 	ience 

to the farter.s in rhe area 

CIIAIRPERSONG1IY 	(h) ahead. 

EXECUTtd OVVICER NOR FIR OP : The Growler MaritiMe 

8 

10 

11 

12 Corporation has requested permotssion to construct and 

13 maintain a temporary mooring facility in the Sacramento 

14 River ill Yolo County. Possibly M. Trout should have 

15 raised this point. The facility is to be used in conjunc- 

16 tion with the opening of the Old Sacramento Railroad 
o 

17 Museum. 

18 	 In response to the \Applicant's design to have 

19 the facility in place by next week , I have issued a letter 

20 of permit authorizing the construction and maintenaYiCe 

21 of the facility,/  or I would have lost my Assistant Executive 

22 Officer . 

23 	 The Applicant has agreed to obtain a general 

24 ;lease-commercial use as soon as possible in accordance 

25 with Commission rules end regulations. They have already 

/I 
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obtained a letter .,of permission from the U.S*Army Corps 

of EAginers, and staff assures me that the Department 

3 of Fish and Game has no concerns. / 

4 	 If that's in keeping with your wishes, we'll 

5 proceed, 

6 	 CHAIRPERSON CORY: All right. 

EXECUTIVE OFFICER NORTHROP: That concludes:) 

8 my report. There is no report from the Coastal Commisso, i ,  

, 	5 - Mr. Chairman.' 	, 	 '' 	 ----7 I) 	 _ 
10 CHAIRPERSON CORY Theonsant Calendar items 

, 
11 w111 be taken up shrtly after 14:00 oi efek They're, 

12 en the calendar designated by the letter "C" numbering 

13 .from numbers 1 through 15. 

14 

15 16, consids;ation of a settlement proposal from.representa-

-, 	16 	Ayes'' of the Jonathon ClUb,and I believe we hae 

17 Mr. Shiner? 

	

18 	 MR. SHINER; That's correct. 	0
) 

	

9 	 CHAIRPERSON CORY: Would you come forth/land 

AO tell, us what you have in mid? 

	

21 	 MR. SHINER: Thank you. 

	

22 	
Mr. Chairman, Members of the Commission, my 

23 name's John Shiner, I'm represenning the Jonathon Club. 

24 With me in the hearing room this mo*ning as well is Mr. 

25 Taft, President of the Club, and Mc. Cross who serves on 

I would like to commence a discusGion of Item 

(;■ 

0 

PETERS SHORTHAND REPORTING CORPORATION 
7700 COLLEOE TOWN DRIVE, SUITE X09 

EACRAMWTO, CALIFORNIA 95820 
TELEPHONE (910) 303.3001 



1', 

our Board of Irectors. 

2 	 will dispense, if I may, With the preliminaries. 

3 I understand Mr. Cory's on a tight schedule this morning. 

I will simply.get into our proposal. 

5 	 We have studied at some lengths the, recommenda- 

tions of the staff with whom, we've been working at some 
ZL 

7 length over the last several moths  in an effort to try 

8 tb acommodate the concerns and interess of all sides 

9 to thtts litigation. We have a counterpropokalyhich we 

10 would like to share with you this morning. We have indeed 

11 shAxed thin proposal wiLb the staff earlier this morning. 

12 	 I think probah y the best way to proceed, if 

13 I may, is to refer to the calendar item itself, and I 

14 don't know if your numbers coincide wi.th mine, but my page 

15 number is page 4, and it begins "The last settlement 

16 proposal --" 

17 7 	 CHAIRPERSON CORY; Page 70.' 

18 	 MR. SHINER: Thank you,, 

19 	 MR. TROUT; The staff recommendation is on;7 

20 	 MR. SHINER: There appear four iteMs at that 

21 point. I would propose to simply comment briefly with 

22 respect to each item. 

23 	 ItemNo. 1 appears to be acceptable to the club. 

24 
	 Item No. 2 as well is acceptable to the club. 

25 
	

Item 3 ia acceptable to the club. 
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0 

5 

0 

with this 

addition 

feet for 

V'em 4, the main part of Number 4 is acceptable 

suggested modification. We would request, in 

to 50 feet of exclusive use, an additional 25 

exclusive use, leaving a balance of 20 feet 

between the, 75 and 95 for the non-exclusive use. Of course, 

the non-exclusive use is conditioned only on the possibility 

that the bike path may intrude into that apron. 

	

8 	 We would like the ability to build a parking 

9 facility, if approved by the applicable agencies, to that 

10 95-foot area OD the condition that we would pull back if, 

11 indeed, the/ bike path intruded into that area. 
i/ 

	

12 	 This yellow poition of the map here purports 

	

13 	to represent, as I understand it, 9: = feet, seaward \ef the 

1921 line. Again, what we are Proposing is a modification 

in Number 4, an additirinal 25 feet of exclusive use, and 

the balance would be 2'0 feet of non-exclusive use on the 

conditions set fort1i.:')y the staff. 

14 

15 

14 
1 

113 The staffhas suggested that :she lease term, 

an initial lease term, of 25 years. We would suggest that 

a lease :.trm of an additional 10, or 35 years, would be 

appropriate under the circumstances of the case. 

With respect to .garagraph 4(a), the:t is acceptable 

to the club with the exception that we would ask for an 

additional five years 0., nominal rent. Instead of 10 

years, it would 1.e a total of 15 yearal: nominal rent 

19 
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based on thecode section denominated therein. 

Paragr4h 4(b) is likewise acceptable' to the 

club, with this concern on our part, During oul.  discussions 

this morning, we were unsure how the staff characterized 

fair market rental value. We had some discussions this 

morning to try to ascertain. a , common ground,ier the purposes 

of describing that particular. term. Our thought was that, 

indeed, at the conclusion, if you will, of the original 

lease term, 15 years, certainly the club would have to 

pay more rent. We'31 be willing to do so. How that rent 

is to be characterized, how it is Co be computed, is a 

it 

• C, 

matter of some concern to us, z think, rather than waiting 

until the conclusion of the 10 or 15 years initially, we 

Would like a formula, or a cap, or some kind of an agreement 

set forth in a lease at the front end so we know what kind 

of dollars we're looking at at the conclusion of the leaseJ 

Hypothetically, of course, what could, occur 

if that were not the case at the conclusion-of the 10 or 

15-year initial lease, it would be possible to comeback 

with a figure that nobody could,  agree upon, and of course 

then we would be out of the prmises at that particular 

point. 

belii;ve that covers our counterpropOsal. Again, 

in fairness to the staff who,,has worked y,f..ry hard on this 

particular issue, we've had many meetings with them in 

PETERS SHORTHAND REPORTING CORPORATION 



exclusive use, with the 

a bike path. 

Pardon me. 

20J like to vary that by 75 feet 
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has come very close to what we h,g)e proposed. Would the 

remaining 20 feet subject to 

CHAIRPERSON CORY: 

0 

0 

7 

the past over -rhe last !i c  or 6 monChs. This counterproposal 

was conveyed to theM only this morning. 

3 they may have a comment or two on it. 

4 	 If you have any questions, I 

5 to entertain them at this point. 

6 	 EXECUTIVE OFFICER NORTHROP: 

I'm sure that 

would be delighted 

Mr. Chairman, Sue 

7 Wylie from the Attorney General's Office and Les Grimes 

8 from our staff have worked a lot on this. 

9 	 CHAIRPERSON CORY: Tell us where we are thi 

m 	ing. 

MS. WYLIE: Mr. Commissioner I think the club 

Commission like for us to briefly run through our proposal? 

CHAciaPERSON CORY: Just comparing and contrasting, 

15 o;;/ something, 
0 

16 table here. 

so we can make sure all issues are on the 

MS. WYLIE: Both sides are in agreement on the 

18 95 feet. We have recommended 50 feet exclusive use, and 

19 a remaining 45 feet subject to the bike path. They would 

The question is that it is non-exclusive? The 

only intrusion to that would be a bike path, and if it 

25 is not a bike path, it Is exclusive use? 

..,•••••••10041M! 
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0 , 

0 

MS,IATYLIE: Tha s correct. 'In other words, 

they would have at least 95 feet exclusive use subject 

3 to pulUng back. Under err proposal it was to 50 feet 

4 subject to, if we need to put the bike path closer in, 

5 rather than out here on the :leach. That locati4 has iOt 

6 been determined yet. ri.hat's why we've reserved / n our 
7 

8 

g place it there. 

10 	 We have recommended -- 

II 	 U\AIRPERSON CORY: In the other settlements 

12 in the general area, what has been the amount of intrusion, 

13 at least, that we've permitted? 

14 	 MS. WYLIE: The largest encroachment, other 

is than this property, is 125 feet by the Beach Club, and 

16 the largest private encroachment is 50 feet. 

17 	 We have recommended, or had recommended, in 

18 

19 

20 

21 

22 

23 

24 

25 
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proposal that option of having it come within h,reo if 

necessary, if the planning agencies find t necessary to 

our last proposal a lease term of 25 years: 10 years 

nominal, 15 years at a fair rental value. 

As I say, we did not discuss or recommend in 

our proposal an extension of a parking lot out into this 

area. However, we have agreed that the club, and this 

was with the agreement of Parks, that we could utilize 

this area right in here as part of the lease, because this 

is already paved and is used for parking. This extends 



out about 50 feet here. This is an asphalt area right 

in here which is currently used for parking. 

Other than that, we have agreed to at least 

accommodate them in acqui%Ing sime sort of 1:i:e of this 

5 parking lot, which is a Parks proprietary land, provided 

6 that the remaining public parking is maintained the'r so 

7 that there's no diminishment of public use to that parking 

8 	lot. 

9 And as I said, their offer which they have 

10 proposed this morning is very close and may merit considera- 

11 	tion. I guess I would let Les respond better as to the 

12 staff's position. 

13 	 COMMISSIONER MORGAN: The yellow area represents 

14 how many feet? 

15 	 ES. WYLIE: Ninety-five feet. 

16 	 COMMISSIONER MORGAN: And that according to 

17 the legend, represents the area for the exclusive use of 

10 the club? 

19 	 MS. NYLIE: Right, subject to pulling back if 

10 it is determined that the bike path has to go closer to 

24 the private property along the beach. From this point 

22 here out to the water there is somewhere between, probably 

about 350 feet of the beach area for public use. 

14 	 COMMISSIONER MORGAN: All right. 

25 	 MR. GRIMES: Mr. Chairman, Commissioners, this 

•■•■■■■•••■••■■■■■■•■■■■■■■•■■••••• 	 
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1 offer has been a major stride forward by the club, I think, 

in that now we're talking about, perhaps, Modifications 

to the staff's recommendations rather khan modifications 

There are some questions that can't be resolved 

immediately in the deliberations. One of the problems, 

of course, is the long term of the lease, 35 years for 

what would be non-substantial improvements. 

The second major problem is that the first 15 

years at a nominal rate would be inconsistent with what 

other people have seemed tilling to talk about, and that 

is 10 years at a nominal rate. 

The big problem is setting a rate at this time 

for 15 years that tall become effective 15 years down the 

road, and will be good for another 15 years. 

Irhirdly, this is a multi-agency-agreed proposal 

here, involving Parks and the City of Santa Monica, the 

City Council of Santa Monica. The ultimate lease issued 

here will probably be passed on to Parks and Recreation, 

and then to the City of Santa Monica, and I would not like 

to recommend something that would be'a turkey around their 

necks for 35 years without talking to them. 

CHAIRPERSON CORY: You've not had any conversa-

tions with the other agencies? 

MR. GRIMES: No, we ju-St got the latest proposal 

PETERS SHORTHAND REPORTING CORPORATION 
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this morning, about 8:30, 

2 I 	 CHAIRPERSON CORY Have rou had fu'ior conversa- 

tions with them to know what they think is acceptable or 

not acceptable? Did they have anything that you agreed 

to previously? 

MS. WYLIE: In cur private conversations, r 

know the 95 feet is acceptable, and I know the tent at 

least of 25 1Vears is acceptable, and I believe with Parks 

a longer, term would alscOe aaceptable. We have not discuss 

this offer with them, 

CHAIRPERSON CORY: Any questions from the 
_ff 

Commissioners? 

COMMISSIONER MORGAN: I have a queStion of 

Shiner, 

One of the things that's bothered me all along, 

I'm interested in resolving the conflict. It's nice for 

the public to be a god :neighbor with private owners. But 

it bothers me to have reached agreement with private owners 

in the ea with one set of standards, and to apply a dif-

ferent set of standards for tie Jonathon Club. 

Can you explain why the Jonathon Club should 

have a settlement that's different from the private owners' 

settlements in the area? 

MR. SHINER; I can certainly try. 

I might say at the outse.t that we have ca efully 

PETERS SHORTHAND REPORTING CORPORA ON 
1700 col.LE‘.1e, TOWN DRIVE, aurre 209 

SACRAMENTO. CALIFORNIA 95020 

= 	 TELEPHONE 1810) 393.3001 
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endeavored to avoid requesting anything special, or anything 

which, frankly, could not have been requested by any other 

property owner up and down the beach. 

4 	 Seems to me what were suggesting here is 

5 Something which indeed could be offered to any other 

6 property owner that would be willing to accept it. We're 

7 paying for ;whatwe're asking for. There is a fixed term 

There certainly is a situation here from ,a 

10 factua, standpoint, which, I think, differs substantially 

11 from, perhaps, other areas of the beach. As Ms. >Wylie 

12 pointed oUt, the beach area which is available for public 

13 use here is quite extensve. Based on my own experience, 

14 I found that even on the headiest days, the 4th of July 

and, the suuluier months, the public pretty much confines 

itself to this area of the beach, and there's very, very 

little use in this particular area. And I would suggest 

that that very same factual situation indeed does not exist 

all the way up and down the beach. 

1 don't think that there's anything in the 

'Proposal hat wassha'red.with the COmmission this morning 

which indeed could not be offered to any otherpro?erty 

owner. Whether it hap or not, I'm simpl 	pure. 

24 	 There probably would be a third response to 

25 your question That is, .we 7;to have a mutual problet 

PETERS SHORTHAND REPORTING CORPORATION 
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li 

13 

irlterms of parkin8 accessibility at the beach. One of 

our concerns, to the extent that the applicable agencies 

would permit us to do so, is to extend our parking. To 

the extent that were permitted to do so-in an aesthetically 

5 acceptable manner, certainly with the approval of the= 

applicable agencies, that hopefully mould relieve parking 

congestion in the contiguous city and state lots. 

So, there would be wore parking available both at the North 

State Parking Lot and other parking lots, and hopefully 

10 this would be beneficial to the state, the city, and indeed 

the club as well. 

CHAIRPERSON CORY: May I ask a question about 

the parking. 

You're saying'that because your members would 

not park in those public facilities, there would be more 

public parking. You're not contemplating that you would 

make your additional constricted parking available to the 

public? 

MR. SHINER: Only to the extent that -- and 

I might add, in%response to your question which you put 

a / little earlier, I have discussed the parking situation 

with Mr. Bucher (ph.) from Parks and Recreation, His 

response was that they would not look askance to the 

possibility of combining the South State Lot and our lot 

and moving those_ lots jointly at some point seaT&rd to 
it 

mr........■.04■•••■■■••■•■■■•••. 	 
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14 

15 

li 

17 

18 

19 

20 

21 

22 

23 

24 

25 

14 

. 
1921 line, or the condition,] that: you just pointed out 

that we maintain approximately 51 spaces, approximately 

51 spaces, or &. 	maintain the public capacity that 

currently exists in those lots, which we would be willing 

to do. 

Again, my understanding subject to his 

rebuttal is that that proposition. is acceptable to Parks 

3 

4 

5 

6 

7 

8 and Recreation. 

9 
	

I hope that was responsive to your question. 

10 
	

COMMISSIONER „XORGikN Well, not really. 

Sue, have we offered anything over 0 fee& to 

12 any attic',  private property owner? 

MS. WYLIE: What we did try to do was to' 

the private owners to keep thearea that they had encroached 

on. It so happened that, the farthest extent of that Was 

50 feet. 0So, we allowed them to- keep their encroachment 

area, which is 50 feet. 

The Jonathon Club, now, encroaches 135 feet. They 

are willing to•pull back 40 feet, to 95 feet. 

CHAIRPERSON CORY: 'Te•encroachment of 135 feet 

doesn't change the factt. Is there anything other that 

that? 

' MR. gRINES: There's a flag pole, some trees. 

These are a jitificially Induced trees. 

MR. SHINER: Windbreak to the north. 

PETERS SHORTHAND REPORTING CORPORATION 
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around. 

MR. GRIMES: Relatively mier_improvemepts all 

CHAIRPERSON CORY: In/Aerms of encroachments, 

it seems to be significantly less encroachments than someone 

who has a swimming(pool sitting there. 

MS. WUtE: The only substantial encroachment 

5 

6 

7 

8 

9 

10 

IT
/  

0. 

- 

MP.. GRIMES: Th4 fence, these bushes-Probably 

aren't yours. 	
' \ 

MR. SHINER: No, I elnk that's the result of 

11 	 il 
ang the beach is ;the swimming pool, and one p.;-*ty has 

12 e4addle tennis coat. The rest .of the people asically 

13 lave fenced areas of beach whichWthey use for dog runs, 

or little walkway, or7dscaping. 

CHAIRPERSON CORY: If they want to put dogs 

in, I can't complain about that. 

(Laughter.) 

CHAIRPERSON CORY: So, what about the term? 

DU you have probltms with the term? 

COMMISSIONER MORGAN: I'm the one who thought 

21 anything over 4 years was too much in this political world 

22 that we deal in. I mean, who knows what the next group 

23 of peble 

24 	 CHAIRPERSON CORY: I want to get the issues 

25 on the table. 
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COMMISSIONER MORGAN: And the staff has been 
1 . 

working with them, which to me, is a long-term lease. 

the Jonathpn Club, it's not. 
) 	 ii 

CHAIRPERSON CORY: Any other comments and ques- 

tions? 

COMMISSIONER ACKERMANt I guess my question 

is, at what point are we right now? Do we hold a hearing 

at this point on it to make a decision, or is the desire_ 

to refer this latestproposa.-back to staff for further 

analysis and report back to us after talking with the city 

and. Parks Department? Are we in a position here to make 

the decioion that has to be submitted to two other bodies 

befie anal ratification, or legally what's available 

to us right now? 

MR. GRIMES: I think that the issue of how long 

the free tent, or nominal rent period, and how to set the 

rent for the remaining term of the lease is something that 

I couldn't give the Commission a recommendation on right 

now. It mould take some study and some additional negotia-

tion. 

There are a number of ways it could be done. 

We're certainly sympathetic with it, and it the best 

thing we've seen in the last four months. 

CHAIRPERSON CORY: I have a question for the 

Jonathon Club. 
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Are you in a )osition to enter into a firm 

ageement as of this poi It in time, or do you need 

approval from your organization to enter into something? 

MR. SHINER: Mr. Chairman, we would technically, 

5 yes, need the formal approval of._,our Board of Directors. 

6 I can say, and again, 
c

have Mr. Taft, the President, in 

7 the hearing room today, and the counterproposal that was 

8 sugged this morning I would reconneTid to c;ur Board Of 

9 Directors, and I believe it would be loOked upon,  favorably. 

10 	 MS. WYLIE: To answer Mr, Ackernan'i'question, 

11 we are in litigation, and the Department of Parks and 

12 

13 any settlement would require their app7oval, ultimate 

14 apprpv4. 	 / 

15 	 COMMISSI6NER ACKERMAN: Who Should move first? 

16 	 MS. WYLIE: I belieN;e the State Lands ComMission, 

17 because the lease part of it will be with the State Lands. 

18 	 COMMISSIONER ACKERMAN: So, in any event, we 

19 should take initial action and then 1.t will be ratified 

20 by t'ke other two agencies,? 

21 	 MS. WYLIE: That is one way that we could go. 

22 	 CHAIRPERSON4 CORY: I'm not so sure that we should 

,,,"23 actually take the initial action, but I think we owe it 

24 to the Jonathon Club to expose our hand in terms of where 

25 we sit as individuals. 
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I'm not so sure at it is not one of7che 

unfortunate things /(that the Jonathon Club ought to commit 

itself to the pro~!lo sal before we're required to , , It' s 

just a matter of public policy of invoking the public's 

business above private business. That's just sort of a 

thing, historically)  we get into a bad precedent. 

I think we owe it to you cto say this is where 

we sit individually, as you have given us indications, 

but for us to go ahead, when there are other public agencies, 

commit ourselves to a program on which you have not gotten 

firm approval on your side is setting in motion several 

publie agencies' time and efort, and that I question. 

think we ought to give you a firm indication where we're—\  

thinking. 

MR. SHINER: Mr. Chairman, that is not an unfair 

ob servation. 

It is situation that has been complicated 

by the fact that We have so many agencies, bodies, and 

individuals. 

If it would be more acceptable to the Copmission, 

i-could obtaina formal verification of the counterproposal 

and subriat it to you for review. ,,-- 
CHAIRPERSON CORY: I think we'd better find 

, 
out in our own heads that po-ple are- ,\ thinking specifically 

, 
in terms of the counterproposal to this Commission so that 
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you know whether 	not,we're close enough. Because, my . 

2 instincts sort of tell me that we're(
1
lose but no cigar 

3 yet. I don't think you've got two r.-.yes here. 

COMMISSIONER ACKERMAN: Do you want to discuss 

it point by point? 

6 	 CHAIRPERSON'CORY: I think that's probably what 

we should do so you can get a feeling where we are and, 

you can argue, and the staff can tell us where we're coming 
0 

wrong, 

10 	 One of the difficulties is, basically, this 

I 11 Commission. has been tougher than the staff. I want you 

12 to clearly, understand that. 

As Sue indicated, the staff has been coming 

in saying 10 years, and the Commission:has not yet shown 

that there Effe -two votes for the 10-year proposal, and 

you're asking for what? 

MR. SHINER: rh..irty-five years. 

CHAIRPERSON CORY: So, there's sdthe su stantive 
rt 

difference from the people who have the vote. 	So the 

quest*m of time, I think, ought to be Jaid on the table. 

COMMISSIONER ACKERMAN: Let's go through point 

by point, then. 

e 	MS. WYLIE: Mr. Cory, the staff recommendation 

has beeh 10 years at a nominal rate, and an additional 

15 years at ,afair rental value. 
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CHAIRPERSON CORY: The starf is 10 nominal, 

15 full market value. 

	

3 	 COMMISSIONER MORGAN: Kicking and screaming ,  

'we went along with that at one point, didn't we? 

CHAIRPERSON CORY: But your basic position was 

6 you thought 4 years at nominal, and we're looking at 

7 nominal compared to 10 to 4, but if we could get it dawn, 

8 you',d agree with that? 

	

9 	 COMMISSIONER ACKERMAN: My position's probably 

10 just the opposite directio, and my position's consistent 
(1 

11 with the private land owners, that leases should be longer 

than the time we approvo 6 at the last Commission meeting. 

13 So, I think where I'm touring from would be more in line 

14 with what the latest proposal is of the club. I think 

that initial proposal was 50 and 50. 

	

16 	 MR. SHINER: Fifteen years nominal. 

COMMISSIONER ACKERMAN: Taur original 

MR. SHINER; Fifteen and f\,.fty. 

COMMISSIONER ACKERMAN: TI-4 State Lands .  

Commission doesn't evetI: have the authority, I believe, 

21 to issue anything in excess of 66 years, which we have 

22 done with commercial developments. 

	

23 	 What I do is I '4raw distinction between private 

24 use, and I would consider this either simply public use 

Or commercial use to a club. In our discussions so far 25  
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we'have differentiated between a privy land owner as 

21 

an individual and the el-Lib situation, 	In fact, the clubs 

being beach clubs, and the Jonathon Club is a beach club, 

should be specifically pu4led out to be handled separately. 

So obviously, there's some reason, or some think-

ing behind the staff's reason, to handle the situations 

because of their uniqueness in facts and circumstances. 

So, we would lean more to/ard giving a longer 

lease period here because, and Sue correct me if I'm wrong, 

was the initial feeling of the staff not to include the 

lease provisions for the Jonathon, as a beach club, under 

the same terms as for private land owners, looking at longer 

terms for them because of the unique circumstances? 

So, I would lean towards the longer lease. 

COMMISSIONER MORGAN: Actually, my impression 

was thsJ the reason they were separate was because we were 

getting some agreement out of the private land owners, 

and we weren't out of the JonatAon Club. 

MS. WYLIE: We were trying to gauge the term 

to the use that was being made, We felt that for the beach 

clubs, that this is more of a commercial or a quasi-public 

use. There are a large number of members who use this 

area who are also members of the public, and the area itself 

gets more general use However, I think it has been our 

aim also to try to treat all of the peop; along the beach, 
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whether homeowners or clubs, al,tly, and it may be that 

2 we may want to include the same terms across the board. 

COMMISSIONER ACKERMAN: Let ,e ask another 

4 ;',question of staff. 

5 	 What is the longest lease to a private facility 

6 that's been granted by the State Lands Commission? 

7 	 MS. WYLIE: The lease that we just approved 

8  last month for 25 years was geared to the property with 

V the swimming pool, and that was acceptable to the owner 

IO and it was 25 years. 

11 	 As Ear as the others, we have recommended a 

12 period of 10 year nominal, 10 years fair rental value. 

13. 	 COMMISSIONER ACKERMAN: My question really was 

14  statewide. 

1 
	

EXECUTIVE OFFICER NORTHROP: A 100-year lease 

for C&H-Sugar, and up at the crossing of the Martinez Bridge. 

You want to address that one? 

MR. GRIMES: That was a legislative 

19 in 1896 or something, 

20 
	

COMMISSIONER ACKERMAN: As far as a Commission 

21 approved lease$  what's the longest? 

22 
	

MR. GRIMES: There are leases up to 40 to 45 

Z3 years, but those contain a provision for five year rent 

24 review and resetting. 

25 	 COMMISSIONER ACKERMAN: So each one, basically, 

17 

18 act back 
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has been structured for a certain circumstance, 

MR. GRIMES: Yes, sir. Each lease, WV, try to /7 

keep the term of the lease consistent, with the economic 

4 lifeofwhateveristobecons.ucted on the site 

5 	 CHAIRPERSON CORY: ,9'se have one 66-year lease 

6  or not? 	 1 	4 
7 	 EXECUTIVE OFFICER NORTHROP: A public agency 

8 66-year lease, yes. And I think -- what was the teral on 

9 the Hyatt House in Long Beach? 

10 	 MR. GRIMES: Fifty years, fifty years on the 

11 Hyatt lease in Long Beach, which we approved several meeting 

12 ago. But that was for multi-Story hotel. 

!a 	 MS. WYLIE: Excuse me, but I think the Hyatt 

14 lease carried a provision that they could extend that 75 

15  years if the City Charter was amended, so that's 75 years 

16 	for that. 

17 	 EXECUTIVE OFFICER NORTHROP: That's a long time 

18 for a very expensive dwelling. 

19 	 _CHAIRPERSON CORY: So, you do have sympathy 

here. You have a fundamental four years, willing to go 

to 25, and I'm willing to,look at 25, but not any longer. 

So t1-  question is, is there anythin;g.  to gain 

by pursuing any of the other issues? 

MR. SHINER; I'd suggest, if I might, if I'm 

\Jiot being presumptuous, that the approach you've begun 
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is probably a good on.e. Perhaps, as Com ssioner Ackerman 

suggested, you might conclude by going through'the rest 

3 of the issues so that we have a feel where the Commission 

is. 

CHAIRPERSON CORY; I guess the other question 

is the amount of the lease, the distance. The staff is 

recommending 95. I've got some qualms about the 95. 

It seems to me that 50 is basically where it 

ip and I just cannot, in my wan mind, see that there is 

n1ithh encroachments that need to be protected as a matter 

of equity. To me, it's an equity claim at best. 

As I look at it, a flag pole, a fence, a couple of palm 

trees, don't establish a great deal of equity. 

So, In having trouble seeing how we get to 

95 feet-. I don't know where the other Commissioners are, 15 

1/ but 	question that you should be aware of that is 

17 bothering me in terms of the whole settlement. 

18 COMMISSIONER MORGAN: I agree with that 

19 , 	 It seems to me that what you're reserving is 

20 1 use of the beeh, which has been determined to be a public 

21 beach basically. And the question is, how much would we 

22 recognie based on the fact that you've -been there such 

23 a long time? I don't really, see that the commercial argument 

35 a public beach through a club, it's true, through a club 

• ,  
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with it. 

MS. WYLIE: That's just to clarify. 

CHAIRPERSON CORY: if they lose the lawsuit  
that doesn't bother me, because it's not my property. I 

have -a different view of thatin that I'm a'trustee, and 

if sae owned the property, then we've got an obligation 

to protect. If we don't- own it, and the -appropriate authorities 

decide we don't-own it, so be it. 

That's why I have to come to the conclusion 

that the only thing we have to talk about is, assuming 

that our side of the litigation is meritOaous -- 

MS. YLIE: I would also point out, 	don't 

want to in4uence the CommissiOn s opinions,,,that i the'length 

of the c,42iginal distance has been gone over with Parks 

and Recreation and the City, and they did not object to 

that. But this:Commission, of tour e, has to make its 
lti 

own independent decision on it 

25 

that's been there a long time. But I don't really see 

reserving any more than has been, offered td the private 

land owners,. 

MS. WYLIE: One point I want to clarify. 

This has not been adjudged to be a public beach 

at this point. That is the subiect of our litigation. 

CHAIRPERSON CORY: In my view it is because 

if they awn it, then they should do whatever they want 
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COMISSIONER ACKERMAN: I think we are again 

looking at not just this club, but within the entire settle-

ment with Santa Monica,and what appears to be consistent 

across the board. If we were purely consistent, I think 

we'd be looking at a starting
\ 
 Point of 135 feet, because 

any other parcel along Santa Monica Beach, we've come out 

to wherever they use that encroachment; upon the seaward 

portion of_the high tideline. In this case, I think no 

one would really buy that amount of encroachment. I think 

it appears to be unreasonable, so we're looking for some 

kind of compromise. 

SS,rlee the City Council and the Department of 

Parks has settled with the 95 feet, I think I feel comfor-

table with 95 feet. However, I'm probably still open to 

how the division within that 95 feet is handled for exclusive 

se, then some type of an easement to allow for the placement,  

of a bike path that the City Planning Commission may ultimate y 

put in there, whether it be 45 feet, 50 feet, whatever. 

I think\I'd like to get some feeling from the 

City as to how they would respond to that, because it's 

21 their planning commission that's going to do that type 

22 of location, as I understand it. I think that element 

23 is important, to get some feedb .ck from them. 

24 	 I think the 95 feet to me is alright. It's 

25 where we place the line within that 95 feet that I don't 
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think we're,really in a position, at least I'm not right 

now, in a position to buy off on that. 

	

a 	 I think the staff recommendationwas 45 feet 

of exclusive use. 

	

5 
	

CHAIRPERSON CORY: Fifty feet. 

	

6 
	

COMMISSIONER ACKERMAN: Plus -- 

	

7 
	

MS. WYLIE; Forty-five feet subject to the bike 

8 path. 

	

9 	 COMMISSIONER ACKERMAN: Your counter offer was 

10 75 feet? 

11 	 MR. SHINER: The counter was 75 e)eClusive, and 

12 the balance of 95, 20 non-exclusive. Again, Vlai not sure 

13 that is characterized accurately. The non-exclusive is 

14 to be subject, of course, to the bike_path. 
, 

	

15 	 I may comment on some of the comments I've 

lf just heard, certainly the alleged encroachments which 

17 intrude between the 1921 line are not as substantial as 

18 the swimming pool or something of that magnitude. But 

19 again, based on historical use of the property in question, 

20 which constitutes roughly about 135 feet seaward of the 

21 1921 line, out to about this point, that has been in use 

22 almost exclusively for in excess of 50 years. 

23 	 this proposal pulls back from that point to 
\ 

24 95 feet, and back even further to 75 feet based on the 

2 	exclusive use basis. 

27 
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- I would suggest,to the - Commission that I think,  

under, the circumstances and under the duration of the use 

of that property for those purposes, that that counter 

offer is not out of line. 

CHAIRPERSON CORY: The other remaining point 

6 is what is the ratio of nominal-full market value. 

NR. SHINER: That's correct. 'The staff -- pardon 

CHAIRPERSON CORY: Well, the concept I tend 

10 to go along with, but I'm not sure hatreason, with the 

11 	10 aad 15 ratl%!4 nominal to full markfl t. I don't knoWwhere 
7' 

12 the other members are oo this, ilut that's a point of 

13 	contention, as I understand it. 

14 	 MR. SHINER: 	That's correct, N. Chairman. 

15 	 CHAIRPERSON CORY: David? 

16 	 COMMISSIONER ACOMAN: I don't really have 

a position yet, I think, but I would side with Mr-. Shiner, 

18 with yourself, as saying I think you need some arance 

from the Commission on that. whatever ratio we decide. 

20 	 CHAIRPERSON CORY: That's the additional point. 

21 	 COMMISSIONER ACKERMAN: And the next point is 

22 that yoU have somerelative assurances as to what the basis 

23 the rent's going to be charged so you know what you're 

24 getting into at the outset. I think that'," Only fair. 

MR. SHINER: It's good for you and good for 
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is as well I thi 

CHAIM!,RSON CORY: Susanne 

of nominal versus 

0 

1 

2 

3 

he question 

c"1 

29 

COMMISSIONER ACKERMAN: I think, fair market 

depends whether were going 20 year 25, 35, beforeI 

would make the split, Probaily on nominal rate, I would 

opt for the same at the outott, tiaybe 10 years a.t tie outset, 

5 

and then the balance of,whateve we mutually decide to 

extend the full market value, 

'COMMISSIONER MORGAN: To me, the total term 

is'more important thanhow you split the nominal versus 

market value portion 'o its 

CHAIRPERSONORY: An interesting concept to 

toy with. 

COMMISSIONER MORGAN: Because 1,re're not 

to make money on this deaTanyway. The point is not to 

milk the Jonathon Club dry. 

MR. SHINER: I'm glad to hear that. 

COMMISSIONER MORGAN: Surprise. We thought 

we'd tap into your reserve. 

MR. SHINER: Isn't hard to do so. 

CHAIRPERSON CORY: The question is the mechanism 

for establish fair market value. 

The point I would like to understand is the 

discrepancy, because it seems to me like that's almost 
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an arithematic function, putting aside the question of 

what the appraised'alUe of the property is. But if you 

agree to, you know, from eve'- arbitration concept, of you 

Ilsme oneOwe name one, and they name one, and the three 

of them average their proposal and come up with a fair 

market value, at that point it's almost arithematic, is 
- 

it not, to calculate what a lease should= be Worth+ased 

on market value? 

A 
	1,1R SHINER: As I'm sure Sue will support, we 

haVe had appraisers there to go through this exercise for 

months. And between them, they couldn't agree. 

I guess ,.our concern is as follows. 

to the property in question, at the conclusion 

period, whatever that might be ultimately, that 

front end we should have some formula, some cap 

which would indicate what we would have to pay. 

we can see that &e would have to pav'more money 

conclusion of that initial period. 

The appraiser-approach gives us some concern 
,\ 

for the reason that customarily, obvipusly, appraisers 

get up there and appraise on highest and best use. We 

think that's a very strict construction to be applied, 

because we're talking abOut an isolated parcel of property. 

It seems to us that some other formula would be more 

With respect 

of the nomina 

at the 

, something, 

Obviously, 

at the 

25 
o' appropriate, 
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1 

2 and arrive at what that formula, whatever that might be. 

	

3 	 CHAIRPERSON CORY: Just talking out loud at 

this point, I don't see how I could, as(ltrustee for the 	. 
• 

5 public property, use anything other than. highest and best 

6 use. That's what I was trying to get at. Ifthat's a 

point of contention, you know, we're providing an exclusive 
II 

use, and it r  seems to me we should consider all the alte- t 

9 natives. 

	

10 	 MR. SHINER: Even if that were the case, and 

	

it 	suggest that this aigument has been made the highest 0-')  

12 ap6.1 beSt use would be,? possibly, for 'condominiums. And 

13 the argument could 'be made further that, even though we 

14 had no intention of building condominiums up there, there's 

15 the density proposal with respect to this part of the propert 

	

16 	 My suggestion, if you woli2A, is to pursue an 

17 alternative that would have. covenants or restrictions on 

18 the use of that particular parcel. We have no intention 

19 of constructing condominiums. 

	

20 	 CHAIRPERSON CORY: But maybe we should. 

	

21 	 MR. SHINER: That's etirely possible, You'd 

22 make more money under the lease. 

	

23 	 But it just seems to me, with appropriate 

24 restrictions on,  the use of that piece of property, the 

25 highest and best use may indeed be something other than 
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condominium use, and I think it should be primarily 

recreation purposes, something like sun bathing, or whatever 

the lease term might be demonstrated to be So, that would 

be another way to characterize highest and best use. 

COMMISSIONER ACKERMAN: On the other leases 

that we have approved at the last meeting for the private 

pr perty owners, on what basis was the second portion of 

their lease computed? 

MS. WYLIE: The second l0 years would be a fair 

rental value to be established in the 10th year of the 

lease for the remaining 10 years. 

CHAIRPERSON CORY: Fair rental or fair 'market 

rental? I thought it was fair market rental., 

MS. WYLIE: It was my understanding the term 

was fair rental value. I'd have to check the actual lease 

to be certain. 

Let me point out, though, lu running these figures 

through with an appraiser, if you appraise this for the 

highest and best use, it might come up $200 a square foot 

with thebest use being condominiums. When you're looking 

at inflation 	eight percent, that's $8 a square foot 

the club woulc)) have to pay for 60,000 square febt, $480,000 

a year for rent for beach purposeausI that formula. 

Appraisers have suggested that condominiums might not --

you know, if we're not going to lease it for condominiums, 
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then it should be based upon its use. 

CHAIRPERSON CORY; This is what I would like 

you to drop me a., note on, because from tho prior:ones, 

4 the term fair market value, when I..wear my hat as a member' 

5 of the Board of Equalilation, I've dealt with'the pressure 

6 of appraising property, and I can stipulate that that formul-

is not a science. That's one of the greatest shocks I 

had when I 'sat down and, tried to figure out how to try 

to ,appraise a utility„ company. But, I assume that we're 

i0 taling about that kind of adju ment in terms of highest 

11 and best use standards. That's what we got when we approved 

12 those other ones. 
4 % 

13 	 I need to have that nformation. I am well 

14 aware why they're apprehensive about that. I think there's 

15 a J factor to put in there in terms of highest and best 

16 use based on as opposed to the tax standard, and what is 

17 practical as opposed to what the total Commission and variou 

)8 regulatory ageriaes would, in fact; allow in terms of use, 

T4 MS. WYLIE; I would also point out that that 

2Q is In our other leases, 4and we would recommend the same 

21 restriction here. We do not allow any additional improveL- 

22 

23 

24 

25 
	

MS. WYLIE: Which Would affect -- 
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ments to be placed on the property without your express 

approval 

CHAIRPERSON CORY: But that's a separate question. 
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CHAIRPERSON CORY; If wci're at the ent of the 

nominal, I think we have to be fair to the Jonathon Clu, 

thatif there were some pub14'purpose, whether it's by 

making revenue'for the state, or whether there's some other 

5 public purpose 10 years, 20 years, or 30 years from nor, 

we have to deal with that question. They ought to clearly 

know what risks they're-taking. 

I think that's a fait request on they part, 

and I have to, in,  good conscience, tell you that I'm trying 

10 ti4 reach for something. 

MR. SHINER: I understand.. 

CHAIRPERSON CORY: If there were a tremendoii 
fl 

7 

8 

9 

1 

19 need for public housing, and if that were the only parcel 

14 we had, that could,cause you some serious problems, I realiz 

15 That's the kind of highest and best use, I think, that 

16 'ought to be something that would be debated. If the public 

17 owns property, it's publicly owned property, and we ought 

18 to tell you the options you're competing against. 

19 	 MR. SHINER: I think "that the points of the 

20 Commissionea are well taken, and 1 really think they echo 

21 our concerns. I think we ought to be able to try to estab-q 

22 fish some very concrete formula to place the fair rental 

23 value on it and try‘to evaluate it. 

r  , 4 	24 	 COMMISSI6NER ACKERMAN: Consistent, too, I think 

-77 

25 is something. Wherever possible, try to treat6each of 
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1 

the beach clubs the same that we've treated the private 

property owners inasfar as the nominal as well as the exten-

3 sion of the lease as well. I think to where we're treating 

each party the name way and applying the same criteria, 

5 I wouldn't MI a person who has an encroachment of 50 

6 feet right next to the Jonathon Club to be treated different y, 

nd say that their property's assessed for these high purposes 

PETERS SHORTHAND REPORTING CORPORATION 
7700 COLLEGE TOWN DRIVE, SUITE 209 

SACRAMENTO, CALIFORNIA 95829 

,TELEPHONE (916) 303-3001 

8 I o='t think that's fai , either, I think you should 

9 be subject to the Same type of assessment practices that 

10 the other land Owners are. 

11 	 CIA I RPERSON CORY: That's,  the reason for, my 

12 question, why I treated the term fair market in the context 

13 of tax agencies, and that is the 'germ of art. 

14 

15 that's what they intended. That's what they communicated 

16 	to us. 

Our major concern wf,3 how is that to be applied. 

18 	 OAIRI'ERSON CORY: Well, I think we've gone 

19 over the terms to try,to give you the tenor of the Commissio 

20 I guess it's probably time for staff and,you,totry to 

21 work out such details and talk to your own members, and 

22 Board Members, to see what can be pleb-ed together here. 

23 	 It might be a question of on those various points 

24 you're going to have a different coalition on each point. 

25 	 COMMISSIONER ACKERMAN: I think that they probably 

17 

[AO 

0 

(3 

0  

11) 

MR. SHINER: I think, in fairness to the staf, 



have an offer or proposal from you that the st4? could 

respond to it and make recommendations on ea(4f the points 

CHAIRPERSON CORY: You're going to need two 
, , i 

votes here, and tw ,? votesnere may be tougher to get thaa 

for the Commission. 

from the 8taff. 

MR. SHINER: We appreciate your courtesy and 

consideration this mornini 

I gather the next step, if I heard the Commission 

10 -correctly, would be to have staff evaluate the counter- 

11 proposal that they received only this morning. We would 

13 

14 

15 

16 

IT sure that you know what pitfalls are there, 

be happy to continue meeting with the staff for the purposes 

of any clarification of the points that you felt need to 

be made more definitive. 

CHAIRPERSON CORY: But at the same time, the 

staff should contact the City and other agencies to make 

COMMISSIONER ACKERMAN: We wouldn't do you any 

C.■ 

service if we entered into an agreement which then was- • 

rejected by the'Other agencies or the City, and then you'd 

have to go back and start all over again. 

MIL SHINER: That's a very good p.oint of putting 
0 

0 

the cart before the horse problem. We didn't know where 

to start, even with this Commission. That point is well 

18 

19 

20 

21 
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24 

25 taken. 
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14r 	 Any corrections or additions to the minutes 
if 

15 \Of April 7th? 

Without objection, the minutes wiltjbe confirmed 

as presented. 

The items currently now before us are the Consent 

Calendar. Are the any members of thr audience that oppose 

the staff recommendations on the items Cl through C15? 

they will be taken up as one motion if there's no objection 

the proposed staff recommendations. 

All in favor signify by saying,ayes, 

(Ayes.) 

CHAIRPERSON CORY: The Consent Calendar is 
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ANIVIMENO' 	ISOMEMMISMAUM1m.,
_ 

COMMISSIONER MORGAN: I have one more question 

for the club. 

3 How old is the club? 

MR. SHINER: The club's approximately 50 to- 

5 60 years old. 

6 	 COMMISSIONER MORGAN: How many members are there? 

MR. SHINER: Approximate1;0  3400 members. 
V 

COMMISSIONER MORGAN: Than\  you. 

CHAIRPERSON CORY: Thank youkyery much for your 

MR. SHINER: Thank you very much, 

CHAIRPERSON CORT: We are now SlAto. out ofacial 

r. 



38 

carried. 

Item 16 has been put over. 

Item 17, the next item on the agenda, is the 

4 consideLAtion of a joint Powers Agreement for acquisition 

5 and construction of tidelands oil pumping and storage, 

et cetera. 

3 

9 

• 

- 	 .••• . 	•. 

I think we have some people who would like to 

8 speak on this. 

EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Harley 

Pinson. from our -...aff--vvill" be making a presentation, legal 

11 points involvedlin the program, and I understand Mr. Buchana 

2 would like to sjak on it as well. 

13 
	

MR. PINSON: Mr. Chairman and Members, at your 

14 last meeting you asked the staff to look into the matter 

15 of the oil and gas operations of the submerged lands of 

16 the City of Newport Beach. The staff has done so. 

17 	 Today we recommend approval of the Joint Powers 

10 Agreement between the City of Newport Beach and the State 

19 Lands Commission to conduct an eminent domain action to 

20 acquire ' facilities to resume oil and gas operation on the 

21 w_ anted lands. 

22 	 The staff makes this recommendation because 

23 we believe that it is the most -- that it is the fastest 

24 and most efficient way to resume the operation and to maintain. 

25 the rights of all parties, and any other litigation that 
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3 

4 

5 

6 

is now occurring, or that may occur. 

CHAIRPERSON CORY: Is the City of NeWpolt Beach/' 

in favor of that proposal? s there anybody representing 

the,Cit'y of Newport Beach here? 

MR. KUPERBERG: Yes, Joel Kuperberg, of the 

firm- cutan and Tucker, representing the City of Newport 

Beach, 

0 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

0 

The City Council, the City of Newport Beach, 

has adopted a resolution authorizing this Joint Powers 

Agreomett,, and they're in gull accord with the provision 

OHAfRPHRSON CORY: What was the vote on it? 

MR. KUPERBEM , The vote was, I believe, unanimou 

on the Consent Calendar. 

CHAIRPERSON CORY: You ''have strong support In 

the local community? 

MR. KUPERBERG: Tes, sir. Ne-have very strong. 

sentiment with the people of Newport Beach, the residents 

are particularly concerned that the oil pumping operation 

commence Again as soon as possible. 

COMMISSIONER ACKERMAN: -How about a position 

from the County on that? 

MR. KUPERBERG: the County of Orange has not 

taken any position at all in this matter. The County 

concerns really -- the County really doesn't have the concer 

here. They obtained certain mineral taxes which would 

PETERS SHORTHAND REPORTING CORPORATION 
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not be affected by this and thir, concerns really relate 

to the tax issue since it doesn't become involved in this 

3 type of acquisition. They're not all that concernsd. 

4 
	 CHAIRPERSON CORY: Does Mr. Devlin, the 

utilities director, wish to say anytOpg? 

MR. DEVLIN: No, sir, not unless its necessary. 

CHAIRPERSON CORY: All right. 

Mr, Buchanan,  

MR, BITCHANAN: ood manning, ladies and gen0.eMen. 

I'mAebert Buchanan, representing Armstrong 

Pet7lcum Corporation. I havewithme Mr, RiChard 

Cereal), who I have" called' 	an expert in eminent domain. 

Prior to askiig him t caste
, 
 forth, Mt. Gory 

and Meribers, rI vant to repeat that there is litigation, 

a lot of litigation involved, pending between tae >City k, 

and Armstrong Petroleum out this matter. We feel tha's 

the proper place for this dispute to be resolved. 

We're also appried that a bill has been intro- 
, 

dueed in the Legislature that presumably would be addressed, 

9is addressed to this problem. As a-eonsequence,' **feel,  

n 0 

very strongly that any efforts by the City and the State 

22 Lands Commission for the it&m you're considering here is 

, 23 not onlY improper, but we think, perhaps, illegal. 

24 	 With that, I will ask Mr Del Gercio to come 

25 forward. 
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CHAIRPERSON CORY: Before you leave, I'm a litt 

troubled at what I thought was an agreement,'An offeri/  

and an understanding at the last meeting with -yryor_,eient 

as the way to res
r  owe this problem. 

Would you 4ke to shedA.ight upon that, because 

I think it bears ratsignificantly on the credibility ,  

of your client and his true 1 -tives 

BUCHANAN: As you will recall, I was here 

as well as my client at the last meeting.. I was quite 

Surprised when I met with Mr. Northrop, I think.„.  on the 

3170 of April or so, to undelstand from him that it was 

your view, and perhaps all of those Members of the Commissia 

that there was some kind of an oral agreement reached betwee 

you and Mr. Armstrong to the effect that the State itself 

would physically operate those wells. 

I subsequently talked with Mr. Armstrong, and 

it surprised me, because I didn't read that conversation 

or the discussion that way. Nor did I understand it that 

way. 

My understanding was, and Mr. Armstrong, who 
, 

I've talked to at some length, his impression also was, 

that he u0erstood you 'L.) be addressing yourself to the 

idea of the State taking over the position of the City 

as distinguished from the physical operation of the wells 

themselves; And to this extent, hi; view was, he didn't 
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care whether it was the City of the State, words to that 
-)))) 
i'jgeneral effect. 

3 	 CHAIRPERSON CORY: That's an interesting approach 

and all I can tell you, if that's the case, then you have 

5 put me on notice that I have to be extremely
, 
 explicit, 

)„ 
6  which I thought I was last time. 	

))  

MR. BUCHANAN: Evidently Mr, Armstrong should 

e also, sir. 

CPii1.1RPERSON CORY: Let's hear from your witness. 

10 	 MR, DEL GERCIO: Mr. Chairman, Members-ofthe 

11 Commission, my name is Richard Del Gercio. I'm an attorney 

12 at law. I specialize in eminent domain'')-Proceedings. 1,1)7 

13 office is at 601 West Fifth Street, Los Angeles. 

14 	 I think it might be helpful if. I gave you a 

15 little historical background with respect to the prodeedings 

16 that have been undertaken to date which led to the presenta- 

17 tion of a Joint Powers Agreement to you today, nhich concern 

18  itself with the initiation of eminent domain proceedings. 

In the latter lizt of 1980, Oter the contract 

between my clients and the City of NewporeBeach had expired, 

the City took certain actions designed to enable the City 

'22 Ito acquire, through eminent domain proceedings, certain 

23 private property rights for which had -- were used 'in coanec-, 
24 tion with the production of crude oil' from tidelands previous 

granted by the State tpthe City, The City sought to acquire 25 

1 

19 

20 

21 
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this property so that it, as a government agency, might 

directly conduct the activity of oil production and storage 

with respect to these tidelands, Which kind of activity, 

insofar as the City was concerned, and I believe typically 

5  counties as well as the State Lands Commission, historically 

6 has been performed b' private contractors pursuant to agree- 
, 

7 ment with public agencies. 

	

8 	 In the cours o public hearings before the 

City Council with respect to the City's action to initiate 

10 annexation' acid eminent domain proceedings, Armstrong 

11 Petroleum Company appeared before the City because it has 

12 a substantial property interest in the lands that are sought 

to be condemned, a property interest that's separate and 

14 Apart from the contractual relationship th4t it previously 

15 had with the" City and a contract to produce the crude oil 

16 on behalf of the City. 

	

17 	 We lodged ,a formal protest with the City, pinting 

18 out that the City lacked any statutory power of eminent 

19 domain to acquire property for the purposes of its conducting 

a private oil production storage operation under the circum-
‘ 

stancesi and also that the City lacked the power to initiate 

eminent domain proceedings to acquire property outside 

the City fd these particular purpoSes. 

Notwithstanding the objections, the City adopted 

the resolutivn\ of intention to initiate eminent domain 
0 
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1 proceedings, and also attempted to proceed further, to 

2 annex the property to the City. 

The owners at that time were prepared to raise 

objections to the institution of the legal procedings 

at such time, and they were brought forward. At some 7  
point in time after the City took its initial action, it 

7 apparel,  '1y recognized that it lacked the authority to iaitia■e 

the eminent domain proceedings tp acquire private property 

for „this particular use, and particularly to acquire private 

property outside of its city limits. Then it turned to 

the State Lands Commission for assistance. 

If you'll recall the two prior occasions, this 

matter came before the Lands Commission, in which the City's 

lack of authority to proceed was brought to the attention 

of the Lands Commission, and the Lands Commission made 

a determination to provide some assistance to the City 

17r in an effort to resolve its problems and obstensibly in 

an effort to recommence theeproduction of crude oil. 

I understand from prior discussions that it 

4 

5 

6 

8 

9 

10 

11 

12 

13 

14 

15 

16 

18 

19 

0 20 has been made clear that Armstrong Petroleum Company is 

,,21 willing to allow the City to use these production facilities 

22 until these natters have been resolved without prejudice 

23 to the rights of any of the parties in the show of good 

24 faith. 

25 	 CHAIRPERSON CORY: Would you explain to me 'what 

O 
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you mean by that, allow the City to use these facilities? 

MR. DEL =CIO: As I understand, there was 

a letter written by Armstrong Petroleum Company to the 

City, which has been referred to in prior Proceedings before 

the Commission. I wasn't present at those proceedings, 

but Mr. Buchanan was. I think perhaps he could more properl 

answer yourquestion,,  Mr. Gory. 

MR. BUCHANAN: I think Mr. Del Gercio is referrin 

CHAIRPERSON GORY: An interim o ting agreement 

which he would operate? 

MR. BUCHANAN: Yes, that's correct. 

CHAIRPERSON CORY : That's significantly different'  

is 

11 

12 

13 

14 

15 

17 

18 

-19  
29 

2;0 
22 

23 

24 

25 

to proposals ma0e by Armstrong Petroleum to the City on 

an interim operation. 

O 

than allowing the City to use 'the facilities. 

MR. BUCHANAN: It is dependent on trying to 

e concise, as you were suggesting earlier. 

Since the contract,has expired, I think Mr. 

Del Gercin is suggesting that, on ap. interim basis, ,continu-

ing to operate the wells. But, you're right. Armstrong 

has always had in mind only they themselves. 

CHAIRPERSON CORY: The distinction being he 

has the benefit from operating. 

MR. BUCHANAN: Certainly, ne question about o 
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CHAIRPfrRSON CORY: That's something ess than 

MR. BUCHANAN: kYes, hes in private -nterprise. 

CHAIRPERSON CORY: I wanted to clarify that, 

because it leaves the impression -- 

MR, BUCHANAN: As a gift or something, and that 

would be a. wro\'ng impression. 

MR, TEL GERCIO: And I think it ought to be brouO 

to the attention of the CoM'toission 

CHAIRPERSON CORY: While ‘ we're defining things, 

I would like to state for the: record her that I'm'reading 

from the transcript of the prior meeting, which i'mquoting 

my question to Mr, Armstrong: 
\"\ 

13 
	 CHAIRPERSON CORY: Would you 

14 
	 interested inallowing a third party, 

15 
	 like the State, to coin 0 in an operate 

711 

16 
	 it during the interill? 

".411 ARMSTRONGir Sure, l.et thf„m 

18 
	 operate." 

19 So, I have trouble with Idir Armstrong, an o man as he 

20 claims to be, and I think the term "operte" is a—tette' 

21 of art 'that's known to oil men, and that means operate. 

22 That., doesn't mean that Armstrong would operate; it means 

23 the State would operate. I think tha was,explicit and 
L, 

24 clear. 

I find it hard to believe, since he even used 
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the same terminology, that he misunderstood the meaning 

of what I was contending, 

wanted to make tha clear. Co ahe6d. 

, 	MR. DEL GERCIO: I think there's probably -a 

ptectical problem when you're trying to bring in aihird 

party, because they have no property rights to use any 

of those facilities or lands as distinguished ,from Armstrong, 

From a very practical standpoint, he maybe the only oAe 
.:.:-, 	. 

that's in the position, that has the property rights avail- 

able. 

CHALRPERSON CORY: ;:14t.'s the heart of 4he matter, 

isn't it? 

MR. DEL GERCIO: I think that's right. And 

his property rights, if I may digress for just a moment, 

extend far beyond the production of crude oil from the tide 

and submerged lands. He has property rights to produce 

from other lands which the City has absolutely no'interests. 

-So, those are substatial property rights he does enjoy. 

Now, I'd like to now address myself to the specif 

proposal that's before ,you, which is a proposed Joint Powers 

Agreement. Simply put, it places the Lands Commission 

in the posture of being hired olt, if you will, 'for the 

purpose of providing the authority to condemn private proper't 

for use off; the t;1,-ty under-  circumstances where the Cii;,y, 

admittedly doesn't have any power to undertake the ,activity 

■. ■ 

• 

PETERS SHORTHANO REPORTING CORPORATION 
7700 COLLEGE TOWN DRIVE, SUITE 209 

Sf■CRGMENTO, CALIFORNIA 95026 
TELEPkONE (916) 303-3601 

0 

25 

' 0 
It fl 	 11 

.) 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

1$ 

' 14 

15 

10 

17 

18 



0 

48 

on its own behalf, because if they d 4 they,wouldn't be 

2I before you asking- for your assistance. 
0 

3 	 Noy, the purpose here, insofar as this particular 

4 point is concerned, is not to engage in- the argument as 

5 tip whether.  .Armstrong should be doing it or anybody else 

6 should be doing it, but to T2-oint out what I believe are 

7 some basic legal problems with the Joint Powers Agreement 

8 that's proposed tb be entered into under these circumstances. 

9 I think it Presents a serious question as to the fundamental 

power of the Commission and the City to make such an agreeme 

I will try to -suggest what I think iS a fair course of 

12 action to protect not only the interests of the Lands Commis 

13 sion end the City, but also my client. 

14 	 There's no question but what that public agencies 

15 1),,I.ty undertake. by the Institution of a Joint Powers Agreemen , 

16 activities where one party or thy' other will perform functio 

17 which each of them are authorized to perform. The fundaments 

18 premise upon which those joint power-,agreamentb=are 

19 predicated is that Power which is sought to be exercised, 

20 that is the power to condemn property outside of the city 

21 limits of the City df Newport Beach, Must be .- possesed 

by the parties in _common. 	This is•an.absolute requirement 

of the Government Code Section 6502, which is the 1)asis 

for all joint powers agreements, and which is re(ierred 
f.7 

to in the draft agreement before you 
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3 I Powers Agreement, in your interpretation, would have to 

4 be. exercised between the City and the County? 

5 	 MR, DEL GERCIO: No, I don't know that the City 

6 is a proper party to the Joint Powers Agreement, because 

7  'the City lacks the power to undertake an eminent domain 

8 proceeding to acquire private property outside its historica 

9 limits for any particular purpose. 

10 	 So what I'm saying is that, inasmuch if that 

is the case, merely going out and looking for some agency, 

12 which argueably does have the power to condemn private 

13 property to produce,crude oil and store crude oil, doesn't 

14 fit the agreement within the scope of the statutory authori- 

is 	zation. 

16 	 The Supreme Court in this state has ruled on 

17 thia question in the past, and has said that the power 

18  which is seught to be exercised under the joint powers 

i9 agreement is One which independently cou, be exercised 

20 by the parties to the contract. And it's clear that the_ 

21 City does not have the power independently;  to do what they' 

22 seek to accomplish under the JointAwers Agreement. Now, 

23 I think that's one basic, fundamental substantial problem. 

CHAIRPERSON CORY: How much longer will your 

presenation take? 
0 
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CHAIRPERSON CORY: David, you had a question? 

COMMISSIONER ACKERMAN: Does that mean the Joint 
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1 

2 Mr, Cory. 

3 	 I'm not here today to try to persuade you from 

a legal standpoint that I'm right and some other lawyer 

5 is wrong, because I don't think that's the way to proceed. 

6 What I propose to do is suggest to you that there are questi•ns 

7 that ought to be , resolved Viet haven't been resolved befoe 

8 you take w.). action on this particular agreement. 

9 	 Let me suggest what I think is another problem 

10 with respect to the agreement. 

11 	 I think there's a serious question with respect 

12 to the authority of the State Lands Commission to condemn 

13 property in connection with the production of crude oil 

14 as to granted tidelands There's no question but that 

15/ the State Lands Commission, pursuant to the provisions 

16 of Public Resources Code Section 6808 has the authority 

17 to condeoa property for state-owned lands, and state-owned 

13 lands is the criteria. 

19 	 These lands are no state-owned lands, because 

20 they previously were granted 	the City of Newport Beach 

21 pursuant tO an expressec, sta/1ztory grant "which granted 
22 all of the right, title and interest to the State of Californ a, 

23 which passes all rights and ittitle and interest, with respect 

24 to minerals. I'm aware of the reversionary interest that 

25 the state has, but a reversionary interest in property 

).4.44.1....■•■■•■■.) 	 
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MR. DEL GERCIO: Probably about three minutes, 

	4.1woomempow, 	 



0 

51 

ICI 	

S 	think .,frost` second standpoint, you 

e n't make the property state-owned lands. 

3 a significant;.. defect with respect to the Joint Powers Agreement 

4 that you propose to enter into. 

Beyond these legal arguments, I think you should 

6 be aware of one other facor, and that is what I think 

is perhaps a precedent that you would be setting here, 

perhaps without undertaking some specific basic policy 

Ydeterminations as to the propriety of that precedent. 

10 	 ' It's my understanding sthat the State of 

11 J Califoria, Through the State Lands Commission, with respect 

12 f to ungranted tidelands, and with respect to granted tideland 

where the state has reserved the mineral rights, undertakes 

the produy,tion of those minerals through, contracts with 

private contractors, because that is the only mode which 

the Legislature has prescribed plesently for the engagement 

in that particular Activity, the same is true with the 

City, and County as to which tidelands have been granted 

by the W;ate. That is the mode in which they exercised 

their power. 

This particular Joint PowerL AgreemenV; will  

take a quantum step beyond that, because it will authorize 

13 

14 

15.  

16 
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21 
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25 

and allow the City of Newport Beach to engage, as a city, 

, l_rt the production activities. That is to say, they will 

have the power to utilize these properties for the purpose 
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6f engaging in the production of crude oil, which is 

something that the State Lands Commission does not do on 

its own behalf. Now, whether that's a desirable objective, 

it was/a legislative requestto be answered and I don't 

know that the State. Lands Commission has taken a policy 

position with respect to that in connection with its dealing 
7 

with cities and countie,F.1 	I'm not aware of any prior 

practice of the State 6nds Commission which recognizes 

that distinction, and places its stamp of approval on cities 

or counties engaging in that type of activity with respect 

to granted tidelands. 

COMMISSIONER ACKERNLN:' Let me offer 

It was represented to me, and if the 

a coM,Ant./  
// 

City 'wants 

to correct me they may do so, that at no instance has the 

City, other than the transcript you read, Ken, during an 

interim period, where the state may operate, never has 

it been the intent of either the state or the City to go 

in and actually operate for a long period 	time both 

oil production facilities. The intent that has been 

„represened to me, and I understood that you approved the 

action taken at our previous meetings, is that this would 

be a lease out operation, and it would not be directly 

run by either- the state or the City. In fact, I've had 

discussions with'Assemblywoman Bergeson concerning her 

25 legislation, and she would. be  i.ecepve to amending her 
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bill , to specifically state that. So, I would be 

to go, long. It's been under that. 

3 
	

CHAIRPERSON1 CORY: It's-my .nt.derstanding of 

it, also. 

	

5 	 COMMISSIONER ACKERMAN1 There was never a point 

6 in iime when either the City or the state was to be getting 

7  into the oil business down there. 

	

8 	 MR. KUPERBERG: On June 26th, '98l, the City ■ 

9 Council by unanimous vote, determined that the terms of 

10 the oimration of these tideland wells would go out to public 

11 bid for a private contractor. One of the problems wivh 

12 renewing the contract: with Armstrong on an interim periO4, 

13 is that Armstrong Petroleum Corporation, of course, i 

14 not the subject of public bid. And not only is it the 

15 private operation that concerns the City Council,'but it ̀ s 

16 the Council's feelings that it go to a public bid process. 

	

17 	 COMMISSIONER ACKERMAN: I would corur with 

18 that 

	

19 	 MR. DEL GERCIOt That provision isn't in the 

20 proposed Joint Powers Agreement, and it conflictswith 

21 the initial resolution that the City adopted with respect 

22 to the proposed condemnation of the property previously, 

23 because, and. Vm. quoting from the resolution, the resolution 

\24 said, in paragraph two, that the purpose of the project 
ii 
25 wquid consist of the acquisition, construction, operation, 

C 
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and storage facilities 
a matter, which egaioaspointed 

might be subject to different 

So this is 

earlier, Mr. Cory, oUt 

0 

8 we authorized the staff to , support and assist in legislation 

9 dealing with this matter,"tie legislation was drafted, 

10 I believe, in concert with the City, with the staff of 

11 the City. The specific language stating the intent that 

12 it would not bd the City operating was not included in 

13 that legislation. 

6 c. 
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5 interpretations. 

May I make a suggestion? 

COMMISSIONER ACKERMAN: On t11at point, when 

Maybe, this is an appropriate time to offer that 

15 as an aMandment to the Commission's direction to the staff, 

16 to seek n amendment to the legislation currently before 

17 the Legislature that expresses the intent, either expressly 

in the statutory provisions of the bill, or in the intent 

portion of the bill, that neither the City nor the State 

operate the facilities, but be on a leaSed-out basis. 

CHAIRPERSON CORY: The question that you get 

22 to is the,City could etnkup being the operator through 

2a a lease arangement with a contractor. That is going to 
IZ 	 - 

24 be a difficult thing. What you've stated, I think, might 

25 preclude certain forms of state operation, and I'm not 

14 
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sure you're wanting to do that. 

It's my understanding that they're.. gding'-to - 

the private sector, engaging a contracior. 

COMMISSIONER ACXERNAY: That's what I wand to 

make sure gets done. 

'CHAIRPERSON CORY: But they don't have have 

,just one contractor, if midway in the operation 

they decide they should have the operation of, in essence, 

a series of subcontractors, if you take the analogy. I 

think thatts why I'm he with the way you worded that. 

COMMISSIONLR ACKERNAN: The City sbould have 

the option, but I don't want the City to actually produce 

the oil. 13 

14 

15 

16 

17 

18 

19 

20 intention of the City to operate the wells, but we realize 

21 that the, semantics of the resolution were such that they 

22 seemed to say that. They passed the unanimous resolution 

23 in /January of 1981 to make certain that the operation will 

24 be either by one contractor or a series of subcontractors, 

25 but all of the private sector. 
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The rOlation that Mr, Del Gercio refoz.s to was 

really codicilled ih;:that unanimous resolution- thatI 

Previously'mentioneth It occurred to the City subsequent 

to the addition of this resolution that there may be that 

interpretation in terms of operation. It was notthe\I 

MR. KUP,IERBERG If I might clarify. 
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(111AIRPERSON MRY: 1 think staff should sit 

down with tho author of th'A hilt and with people of the 

City and make sure that's our understanding of what we're 

working on, as opposed to them hiring only civil service, 
))( 

and any other problems or difficulties. 

COMMISSIONER ACKERMAN' One more thing,  Once 

the Legislature passes something, it's a different thing 

to arghe the intent three or four years down the read. 

CHAIRPERSON CORY; Report back to the Commissione 

EXECINIVEfiFFICgR NORTHROP: We Shll. 

MR, DEL GERCI(/: Thu really leaves two 

remainin)j  p7Oloms with respect to the deoumnt./That 

is, the question of the basic :,validity of the Joint Powers 

Agreement, where one of the parties doesn't have the power 

that's sought to be jointly exercised. 

May I suggest this or at least inquire as to 

the ftasibility in view of the fact that thisis a substan-

tial. departure from the past practices of the State Lands 

Commission, and I 'think, indeed, it's a unique situation 

in that its the first time that the State Lands Commission 

has been asked to lend its authority under the Circumstances, 

or any circumstances, to a proposed acquisition by a city 

or a county, that a formal written opinion from the Attorney 

General's Office be secured to focus on the precise question. 

If there are any questions on, behalf of the 

li 
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Commission, I'll try, to answer them. 

2 CHA1RP'VSON'CORY: Question?  

COMICSSI,ONER ACKERMAN: Our whole point is that 

we're trying to be in a position to resume oil production. 

5 If we take the action that's reconiMended -,,110;ihe staff today, 
0 6 	 question, are we like y to subject 

7 lawstit qUestioning the cOstitutionality 

8 or , illegality, and rather than the proCction of oil, with 

the litigation the wells would get shut iddwagOther 

six months or tCyear? 	 '■LT 

CHAIRPERSON CORY; 	it seems to me we ve got 

litigation no Matter what. 

COMMISSIONER ACKERMAN: Where are we on this? 

,My intent F. to gel, those wells into production. 

jaAIRPERSON CORY: That's right. 

MR. PINSON; Harleyjc)inson. 
0 

I think that ?the first issue that . wuld be tried 

in an eminent .domain action would be whether or not there 

is power to condemn. That would be resolved-very quickly, 

,could be resolved very quickly. 

CHAIRPERSON COPY: To wait for the formal written 

opinion just delays the question. It would seem to me 

that, even if the Attorney General said yes, in a formal 

written opinion, yes, that you have the power, the same 

question would have to be resolved by the court, because 

this is a rhetorical 

ourselves to a 
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given what ve see Armstron Petroleums position thus far, 

with all due respect to what',s said by the parties, aPpears 

to me to be delay, obviscation, and maintaining obstruction, 

and that' fine; 	understand that. I don' see how, by 

any way, we can shorten the time ftae. That's my 

difficulty with the proposal. 

COMMISSIONER MORGAN: I have a question of the 

staff., 
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Did, you consider the arguments that counsel 

is making today? 

ER, 1?INSW: 	we did, 

COMMISSIONER MORGAN: And you want us to proceed 

with ";he recoMmonded action? 

MR, PINSON: It is our advice that the power 

is there, 

cwassioNE. MORGAN:: •Vmove approval of tt), 

staff recommendation. 

MR. TAYLOR: Before there's a;vote, there's 

one additional item to be brought up. 

This in examining the dcriptions that would 

be used in the complaint, that they overlap'into an area 

claimed to be granted to the City, and therefore it would 

be necessary to amend the Commission's understanding with 

the City to make sure that those issues are presented in 

that litigation. 
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Many of the rights which Mr, Armstr6ng claims 

to hold may already be owned by the City and that is known 

as Ox Bow Loop, which was the subject before in considerable 

negotiations between the surface owner of the property, 
, 	c„) 

And it was contemplated when Mr, Armstrong was granted 

the contract that he had prior, that by its terms, that 

he had no further rights under the Mese with respect „to 

the City's interests, because he was require, at the end 

of the lease, to surrender it peacefully and givetheGity 

the rights that he had acquired that were necessary to 

operate,,it. 

tHAIRPERSON CORY: We have a motion and a second 

that the staff proposal be approved. 

Any questions from the Commissioners? Anybody 

else in the audience on this item? 

/I 	All those in favor, signify by saying aye. 

(Ayes.) 

CHAIRPERSON CORY: The motion is carried. 

I have to excuse myself. Carl D'Agostino will 

sit in and take over from here. I wish you-God speed in 

your deliberations. 

(Thereupon Chairperson coty left the 

meeting ant! Mr. Carl D'Agostino assumed 

the position of Temporary Chairperson.) 

CHAIRPERSON D'ACOSTINO: Let's take a five- 
/ 
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minute recess 

(Thereupon a brief recess was taken.) 

CHAIRPERSON D'AGOSTINO: We reconvene the meeting. 

We're lack to Item .1.8. 

MR. TAYLOR: Mr. D'Agostino, I might just note 

how the meeting is proceeding. 

Mr. D'Agostino, due to Mr. Cory 's departure 

0 

60 

and the provisions of Section 7.6 of the Government Code, 

it has been agreed that you will participate and act ar, 

Chairman of the meeting without vote, and that the two 

votingmemebers, for the rest of  the meeting, will be 
i= 

Ms. Morgan and Mr. Ackerman:  

CHAIRPERSON D'AGOSTINO: Proceed with Item 18. 

EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Item 

18, as you recall, was bright to the Commission last week. 

It's an operational audit; by Deloitte, Haskins and 

m il 	We are asking  ,that the Commission accept for 

review this audit, to which the staff will respond at a 

subsequent meeting. 

Deloitte, Haskins and Sells are here to make 

a. rep t~'rt to the Commission, and if they would come forward 

at this time. 

MR. STEVENS: My name is Paul Stevens, and I 

work with beloitte, Haskins and Sells. In th,s0audience 
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with me is Mr . ,,.John Cedney (ph.), project manager for this 

2 work, and Mr. Bill Oeen, who was our lead consultant for 

3 the work. 

In the interest of time, I would be happy to 

summarize this. T 's rather lengthy. 

If you would prefer, we could simply respond 

to any questions that you might have on it. ' I assume everyo e's 

had a chance to at least partially read the recommendations. 

COMMISSIONER MORGAN: I don't have any, questions. 

I'm the one tht held up the disoussion at the last meeting 

because I wanted our, auditor and staff to have a chance 

to look at it, and they have. Everyone says it's a good 

starting point for us. It gives us some new issues to 

decl with, and we appreciate the work that you did. 

MR. STEVENS: Thank you. 

COMMISSIONER MORGAN: Did you get paid yet? 

MR. STEVENS: We have billed. We have not been 

paid, but we will be. 

COMMISSIONER MORGAN: Do we have to move to/ 

accept the report? 

EXECUTIVE OFFICER NORTHROP: To accept the report. 

COMMISSIONER MORGAN: We did that the last time. 

EXECUTIVE:OFFICER NORTHROP: Accepted far review. 

COMMISSIONER MORGAN: And to dirtct the staff 

to report back to us at a subsequent meeting, okay. 

PETERS SHORTHAND REPORTING CORPORATION 
7ioo coLLEGe-  TOWN DRIVE, SUITE 209 

SACRAMENTO, CALIFORNIA 950i. 
TELEPHONE (910) 303-3601 

6 

1 

8 

9 

10 

11 

12 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


