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PROCEELINGS
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/
h \ﬂ

Ve  em=000-n-
" CHAIRPERSON GORy. 1 call the meeting to ordey

2y
4

to deal with the t%chnicalities of T*he wprld, The official
= j \ v

2

ifmeetingtwill start in 35 minutes, at 1000 o‘clock‘gs

noticed. We will start certain informeiional and(digcus§icn
; Y ; RN’

itels prior to that, but np officiélﬂaction of this body

is contemplated uneil 10:00, o' clock, _That is the’officially

noticed time, Because of some of the controversig] items

on the “agenda, we may asgt be able/p% Meet our time schedule
/ . s

. S v . .
1f we wait unti) 10:00 o'elock to commepze, so we cannot

deal with the events, but we ca&:héve Jﬂieport from the
( 1\ B . -

Executive Officar, .

%'EXEOUTIVE OFFIGER NORTHROP . Thank you very

kindly,

‘77 ] RS

‘”prop loss in thig location. Pacific Gag and Electric

requests a letter 4f permission in order to install this

powerline. Tﬁéjcompahy will, as quickly as Possible, apply

£ST a standard right-of~Way 1eaég for this facility,

Staff requests the Commissiqn'é autﬁorization to issue

W
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a letter of DaLmlSVlnn for the temporary installawgon SE
/

ghls po%Fr]iﬂd pendlnb application by PG&E: for a formal

lease.

The seﬂond item, Mr, Chalrman ﬁnd Mem%ers, is
\\

a letter of permlsqmon from Cro&méyﬁ—— @‘/‘
\

COMMISSIONER ACKERMAN //&s there any opp091tlon

)
El

EXEQUTIVE OFFLCER © ﬁORfHROP No incunvenience.

to the Carmcrﬂ in the drea.’ &n&”/ 5 N

" GUATHPERGON C"RY: 6o ‘ahead. A\\‘{y

EXBOUTLVE O ICER NORTHROP: The Growler Maritine
Corporation hag requggtad perszsion to construct and
maintain a. tempOmary mcorxng fabillty in the Sacramento
River in:¥Yolo County. Possmbly‘Mﬁ. 1rout ghould have
rgised‘this point. The facility is to be’used in conjﬂgc—
tlon with the openlng of the Old Sacramento Railroad. ~

Museum. .

In response to tha\Appl%camt' desiign to have

7

the facility in placp by. next week, I have 1ssued a letter

of permit authorizing the construction and malntenance

I
of the facility, or I would have lost my «4ssistant Executive

Officer.

The Applicant has agreed to obtain a general

‘lease-commercial use as soon as possible in accordance

with Commission rules and regulations. They have already

g PETERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN DRIVE, SUITE 200 -
Y " . SACRAMENT®, CALIFORNIA 95826 . Y
) TELEPHONE (018) 382-3001 ) p
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« Mr,

‘obtained a letter of pérmissiomn froﬁ the U;S.WA%my Corps ~

it

)

f

of Eﬁginéwrs, and staff ascures'me that the Department

of Fish and Game has no concerns. (

I\ that's in keeplng W1rh your W1shas, we ll

proceed, ‘ _ A .
 CHAIRPERSON CORY: All right.

g

EXEGUTIVE OFFICER NORTHROP : That concludes)

]

my report. There is no report from the Coastal Commiés@o?,

CHALRPERSON CORY' The?ﬁOnS%nt Calendar ite&s

will be taken up shcatly after 10 00 o giwck They re

on the calenuar deaigrated by ‘the letter "C" numoerlng

from numbers 1 through 15.

I would' like to commence a discussion of Item

16, considetation of a settlement proposal from representa-

‘L*ves 6T the Jonathon Club \aad I believe we hawe ﬂ\ g

Mr. Shlner?

i:\.

[ ) ) ‘
MR. SHINER: That's correct. . O /

CHAIRPERSON CORY:

\

Would you come forthqand

tell us what you have in mird? %

Thank you. \

MR. SHINER:
Mr, Chairman, Members of the Commission, my

name's John Shiner. I'm represenring the Jonathon Club.

With me in the hear@%g"robm this ﬁorning as well is Mr.
atid Mr. Cross who serves on

Taft, President of the Club,

PETERS SH,,ORTHAND,HEPOHTING CORPORATION o
“ 3700 COLLEQE TOWN DRIVE, SLITE 209 v o
SAGHAMENTO, CALIEORNIA 85828 ) ’ )
TELEPHONE (918) dp3-3601
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. 1 our Board of Directors. ' (
@ 2 ” I will dispense, H‘ I may, with the preliminaries.
3 I understan(l My, Cory s on a LJ.ghL schedule this morning.
o 4| I will simply get into our I)J‘Oposal ‘
@ . o 5 We, have studied at some lengths _}f;hé.f)recommenda-
' 6 tions of thev staff with whom we‘ve been woricing at some
ﬂ 7 | length over the last seve*al r;:o“xths in an effort ‘to try
® - 8 to a\tcommodate the concerns and 1nteres;;s of all sides
, } 9| to thiis lit;:i,gatn.on We have a counterpropa \al wh:.ch we
7 / 10 would like to share W:LL/h you this morning., We have indeed
g D 1 sha\;’”ed thin proposal with the staff earlier this morning.
12 “I:"'W ! l t:h:mlc probably 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 with mine, but my page
15 nurhber is p‘age 4, and it begins ''The last sett:lemeﬁt
| 16 p//roposal -='
? 17  CHAIRPERSON CORY: Page 70.7 -
= - 18 MR. SHINER: Thank youw. — ~ =
' 19 MR. TROUT:; The st:efff recommendat:ion is on K\]‘g.
¢ 20 | MR SHINER: T/here appear four items at thét \
/[ ZIQ point. I would propose-to ‘s'imply co%nment briefly with ;
: 3 22 | respect to each item. T
b 23 i ItemrNo. 1 appears tc be acc“eptable to the club.
) 24 " Ttem No. 2,as well is acceptable: to the club.
25 Item 3 is*f“\‘acceptable ‘to the club.

PETERS SHORTHARND HEPORTING CORPOHATION
7700 GOLLEGE TOWN DRIVE, SUITE 209
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| I
, %em 4, the main part of Number 4 is accéptable

withﬁthis_suggested modification. We would request, in

addition fo 50 fect off exclusive use, an additional 25

feet for exclusive-use, leaving a balance of 20 feet
,0f course,

between the 75 and 95 for the non-exclusive use.

the non- exclu31ve use is ponditioned only oh the p0331b111ty
b

that the bike path may intrude into that apron.

We would like the ability to build a parking
facility, if appro#ed by the applicable agencies, to that
95-foot area on the condition that we would pull back if,
indeed, the bilke path intruded into that area.

This yellow powilon of the map here purPOIts
seaward &f the

as I understand it, 9% feet,

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

an additigmal 25 feet of exclusive use, and
/

the balance would be 40 feet 6f non-exclusive use on the

in Number 4,

condltlons set f01th.%y the staff. N

The staffyhas suggested that -the lease term,

an 1n1t1al lease term, of 25 years. We would suggest that

q =
a lease/ferm of an additional 10, or 35 years, would be

i
- /

@pproprlate under the circumstances of the case.

//

g ) Wlth respect to Jaragraph 4(a), thdf is acceptable

to the club with the exception that we would ask for an
additional five years at nominal rent. Instead of 19

years, it would bLe a Lotal of 15 vyears” _af nominal rent

[
L~

-
- - o

= o b

PETERS SHORTHAND EEPORTING CORPORATION
7700 GOLLEGE TOWN DRIVE, SUITE 209
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-club with this c0ﬂeorn on our part.

4 of descvlblng that paltlcular term.

n

N | : /

i

based on the;code section denominated therein.

Paragrafﬁ 4(b) is ]ikew:se acceptable to the

discussions

A

During ous

thlsrmornlng, we were unsure how the staff characterized

We had” some discussions thls

\

morning te try to ascertarﬁ a’ common ground, ﬁor the purposes

\\

fair market rental value.

Our thought was that,

indeed, at the conclu51on, if you will, of the original

lease term, 15 years, certainly the club wouldhave to

a

We'll be w1111ng to do so. How that rent

pay more rent.

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

o

matter of some comcern to us. I Lhmnk,u ather than waiting

until the conclusion of the 10 or 13 years initially, we®

would like a formula, or a cap, or soie kind of an agreémant

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 lease;
Hypothetically, of course, what could oceur ﬂ

the case at the conclusion of the 10 or

/I

15—year initial lease, it would be possible to come back

if that weré not
with a flgule that nobody could agree upon, and of course

then we would be out of the prpmises at that particular
T <

, s S
point.

I beliuve that covers our countewpropdsal. Again,
in fairness to the staff who.Has worked vsry hard on this

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

e

PETERS.SHORTHAND REPORTING CORPORATION

7700 GOL}SGE TOW DRIVE, SUITE 209
SAGRAMENTO, CALIFORNTY 95626
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the past over The last 5 or O months. This counterproposal

was conveyed to”them only thils morning. I'm sure that
they may have a comment or two on it.
v If you have any questilons, I would be delighted
to entertain them at ‘this point, |
EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Sue
Wylie from the Attorney General's Office and Les Grimes
from our staff have worked a lot on this.

CHAIRPERSON CORY: Tell us where we are thig

morning.

M, WYLIB: Mr. Commissioner, I thinmk the club
has come very close to what we hd Je proposed. Would the
Commission like for us to briefly run through ouwr proposal?
3/ CHAZRPERSON CORY:
o#/sqmething, so we can make sure all issues are on the
tgble here. ?

~MS. WYLIE: Both sides are in agreement on the
95 feet. We have recommended 50 feet exclusive use, and
a remaining 45 feet subject to the bike péﬁh. They would
like to wvary that by 75 feet exclusive use, with the
remaining 20 feet subject to a bike path.

'CHAIRPERSON CORY: Pardon me.

The question is that 4t is non-exclusive? The
only intrusion to that would be a bike path, and if it

is not a bike path, it is exclusive use?

Just comparing and contrasting,

' PETERS SHORTHAND REPORTING kCORPORATION
7700 COLLEGE TOWN DRIVE. SUITE 2)3
SACRAMENTO, CALIFORNIA 0562(,
YOLEPHONE (818} 383-060%
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 proposal that option of having it come within h

,,J'"';_,\
)

MS .,/ WYLIE: That'QKCOrrect. In other words,
they would have at least 93 feet exclusive use subject
to pulling back. Under orx proposal it was to SOeret -
subject to, if we need to put the bike path closer in,  /
rather than out here on the beach. That locat§§§J§i§¢gé%

O . N % }
been éetermlned yet. ﬂhat‘s why we've reserved/¢n our

K /,rq\, if
AN ] (
necassary, if the planning agencies find ﬁg ngéésq‘ry to

place it there. ' : ) .
We have recommended =-- !
CHATRPERSON CORY: In the other settlements

in the gemneral area, what has been the amount of intrusion,

=

at least, that we've permitted? .
MS. WYLIE: Thé largest encroachment, other
than this property, is 125 feet by the Beach Club, and
the largest private epcroachmentﬂis 56 feet.
© We have reéommended, or had recommended, in
our last proposal a lease term of 25 years: 10 years
nominél, 15 years at a fair rental value.
= As I say, we did not discuss or recommend in
our-pwoposal an extension of a parking lot oué into this
areal 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 th%)%gés%, because this

is already paved and is used for parkingﬁﬁ This extends
: by

I

(i

PETERS SHORTHAND REPORTING CORPORATION

7100 GOLLEGE TOWN DRIVE, SUITE 200
o SAGRAMENTO. CALIFORNIA 05820
,// TELEPHONE {16) 353-0801 .




9
h | 1 out about 50 feet here; This is an asphalt area riéht
? | o in here wh:.ch is currently used for pavrking.
; 3 Other than that, we have agreed to at least
4 | accommodate them in acquiring same sort of wae of this
0 5 (‘parklng lot, which is a Parks proprietory land\\\srovz.ded
// J 6 | that the remaining public parking is maintained there’ so
: 7 | that there's no diminishment of public use to that park:mé
® ; 8| lot. b
, 9 And as 1 said, their offer- whfﬁch ,they have
’ 16 | proposed this morning is very close and may merit coﬁs\:.dera—
LA 11 tion. I guess I would let Les respond better as to the' |
12 | staff's position. J
P 13| | COMMISSIONER MORGAN: The yellow area represents |
@ 14 | how-many feat?
) i5 "MS. WYLIE: Ninety-five feet.-
N = 16" COMMISSIONER MORGAN: And that, according to
® 17 the legend, represem‘s the area for the exclusive use of
18 rhe club? N
& . 19 | WMS. "WYLIE: f\ight ¢ sulgject to ‘vp“‘ulliﬁg back if
E'ﬁ “ 20 | it is determined that the bike éath has to go closer to
LJK 2), the private property along the beach, From this point .
zz\ here out to theVWater there is somewhere between,iprobably
Q h 23 about 350 feet of the beach area for public use. b
" 24 COMMISSIONER MORGAN: ALl right.
: 25 ‘ MRGRlMES Mr. Chairman, Commissioners, this
®

“ PETERS SHORTHAND REPORTING GORPORATION
o0 ‘ 370 SOLLEGE TOWN DRIVE. SUITE.208 -
R ‘ SACRAMENTO, CALIFGHNIA 95626 6
Sl , TELEPHUNE (819) 583-3601 _
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. ’ V| offer has been a major strlde L"orWard by the club, I think,

2| in that now we're talking about, perhaps, modlflcat::.ons
G N 3| to tlhe staff's recommendations rather g’;{han modifications
Q?” ~,; \1\\\._\ 41 to the club's offer. | 11&
K \_\\\ s There are some questions thitt can't be resolved
v 6 immediately in tﬁe deliberations. One of the problems,
® T of course, is the long term of the lease, 35 years for
| 8 what would be non-substantial merovements
} ® The second major problem is that the first 15
;\ 10| years at a noininal rate would be inconsistent with what
N | otheér people have scemed v/illing to talk about, and that
\ 12 ,:Ls 10 years at a nominal rate. |
ekw 13 The big problem’ Ls éétting a rate at this time
o t 14 for 15 years that will beﬂome effect::tve 15 years down the
15 | road, and Wlll be good for another 15 years. |
® 16 Ilhlrdly, this is a multi-agency-agreed proposal
v here, 1nvolv:mg Parks and the City of Santa Monica, the .
L City Council of Santa Monica. The ultimate lease issued
" i here:\;ﬁll probably be passed on to Parks and Recreation,
e ‘\_ 20 and then to the Clty of Santa Monica, and I would not like
l‘!{; 21 | to recommend. something" that would be'/fa turkey around their
o 22 | necks .for 35 years without talking to them.
23 CHAIRPERSON CORY: You've not had any cénversa-
24 | tions with the other agencies?
é 23 MR. GRIMES: No, we just gvét the latest proposal
X o PETERS SHQRTHAND REEORﬂNé CORPORATION
@ ortrerreobipidb i ~'

TELEPHO!‘JF {018) 383-3401
e o
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f
t ht‘iﬁis morning, ébout 8:30 .' , _ | |
j re 2 CHAIRI?E\P:SON CORY: Have you had prior corwersa—‘
k\f P tions with them to know:what they think is acceptable or
¢ v: 4| not acceptabie? Did they have anything that you agreed
® 5| to previously?
8 , MS. WYL]E)E: In ocur private conversations, T
- “ . 7| know the 95 | FEeet is acceptabie and I know tfie term at
® 8 | least of 25 years is acceptable, ancl I beheve with Parks
21 a longez; term would also be acceptable. We have not discusseld
: 10 th;.s offer with them,
@ ;. 7 CHAIRPERSON CORY: Any que scionlé from the
12 | Commissioners? ° | ; ,1 u |
131 COMMISSIONER MORGAN: I have a question of
® 14 | Mr, Shiner, |
;/\ 15 -+ ' One of the things that's bothered me all along,
; 16 [ 1'y interested in resolvmg the confllct It's niceﬁ for
Q e 17 | the publlc to be a go%d nexghbor with private owners. But,
1€ it bothers me to haVe reached agreement with prlvate owne1;s
. 19 | 4n the srea w:.th one set of sLandards, and to apply a dif-
G: 20 | ferent set of standards for tHe Jonathon Club.
| 21 ' Can you expla:.n why the Jonathon &Elub should
' s ’ 22 ,have a settlement tha*'s d:.i‘ferent from the perdte ‘owners'
*.. Zi‘v‘_.;settlements in the area? (('
e 2*; ' MR. SHINER: I can certainly try.
® ® 25| I mlght say at me outsct. that we have carefully
. Vo 4

G PETERS SHORTHAND REPORTING CORPORATION

g : o 7700 COLLEQE TOWN DRIVE, DUITE 209 i : =
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éﬂv . “1| endeavored to avoid requesting anything special, pr anything
- 2| which, frankly, could not have heen requested by any other
, L ),-
1 T property owner up and down the Heach.
Vo4 : Seems to me what we're suggestmtr here is
@ p 5 someth,ing which indeed could he offereci to any other ~
P ) 1
LI 6 | propeity owner that would be w:.lllng to accept it. We're
7| paying for what we're asking for. There, is a fixed term
: 8§ | to the ledse. ' S e
9 ' There certainly is a sitvation here from . a
- g 10 ractual standpomt which, I think, differs substancially
,, | . _
-j" & S & flom, perhaps, other areas of the heach. As Ms, Wylie

12 'point.c,d ofit;, the beach area which is available for public

,;ﬁ'f"'"' | BT use here is quite i}xtensfave. Based on My OWkx expern.ence,
Q - R -
e 14| I found that even on the heaf\/lest days, the 5,th of July
’ b} e
o 15| and the summer months, the public pretty much confines
\‘ | ‘l\é‘;, itself to this a.rea' of the beach, and ’there‘s very, very \ ;
ﬁ s 17 1 little use m th:x.s partlcular area. And I wouﬂ.d suggest o J
BT |
18 | that that very sarme factual situation indeed dc)es not exist i
19 all the way up and down the bear‘h ) |
i :m‘f)" ’ e . W 1
? 20 I don't th:mk. z_’hat there & anythlnv in the |
/,, /\\ N e St e o |
_, 214 Pr oposal %at was shared with the Commission this morm.ng ]
f\ . 22 | which indeed couid not be offered to any other ‘property S
® Af Lo ' o |
23 | owner. Whether it has or not, I'm simply mot sure.
. , 24 B There probably would be a thrémeeponse to
- N\
@ P 25 | your gquestion.’ That 15 we Seem to have a mutual problem l
© | : o
s “\\ j
s e PETENS SHORTHAND REPORTING CORRORATION =~ ‘\
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- in ferms of parking acceasibility at the beach.

I mlght add,

with Mr. Bucher {ph.) frém Parks and Recreation.

/i T ) 13

One of;

\\

our concgrns, to the extent that the appllcable agencies

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

the extent that we're permitted to do so'in an aesthetically

‘acceptable manner, certainly with the approval of the-

applicable agenciés, that hopefullyfwould relieve parking

i
congestion in the contiguous city and state lots.
So, there would be more parking available both at the North

State Parking Lot and other parking lots, and hopefully

_this would be beneficial to the state, the city, and indeed

§

Y,

the club as well. co o .\%,;N

CHAIRPERSON "CORY:

n‘?/

| May I ask a question about
the parking.
R You're s&ying?that“because your members would
not park in those public facilities, there would be more
publﬂcwparking. You're not contemplating that you wbuld
make your additional constrﬁéted parking available to the:
public?’ | a
MR. SHINER Only to thé extent that -- and
1n/t€$ponse to your question which you put
a dittle earlier, I have discussed the parking situation

His

* response was thaw they would not look askance to the

possibility of combining the South State Lot_énd our 1°t?

and mo'ving those-lots jointly at some point seaward to

PETERS SHORTHAND REPDRTING CORPOHATION

7100 CQLLEGE TOWN DRIVE, SUITE 209
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2y any othar private property owner?

S | B

28 |

o | S 71
1921“line4 on the‘conditiquﬁ%hat ygu-jﬁst poiﬁted out:,

that we malntain approximately 51 spaces; apprﬁximately

51 spaces, or af;ieast maintain the public capagity that

currently exists in those lots, which we;wguid be willing
to do. “

Again, my understandlng subject ro his
rebuttal is that that proposition is acceptable to Parks
and Recreation,“

i hopé that wag responsive to yéur question.

COMMISSIONER/ﬁbRGﬁN: ‘Well, not really.

Sue, have we offered anything over 50" feet to

MS. WYLIE' What we de try to do was to atlow
the prmvate owners to keep the ‘area that they had edrroached
on. It s¢ happened that the farthest thent of that was
50 feet. So%we zllowed them to keep their encroachment
area, which is 30 feet. . b

The Jonathon Club, fiow, encroaches 135 feet. They
are willing to pull back 40 feet, to 95 feet '

7 CHAIRPERSON CORY: %ﬁe enc*oachment of 135 feet
doeéﬁ‘t change the fact@. s therL anything other than
that? _ ) | L ‘
|  'MRu gRIMES: There's a flag p@ié, some trees.
fh@se;afe aftificially induced treas.

MR. SHINER: Windbreak to the north.

PETERS SHORTHAND REPORTING COHPORAT!ON 3
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| aren't yours.

’il .,:::r:-ls

VAN

/ .
E MR. GRIMES: Tth fencg these bushes-grobably

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

» - i .

matury,

Oy

' MR. GRIMES: Rela ~ively mlh,.ﬁlmprovemewts all

A

around. - N
E \\\ RS

B ~ CHAIRPERSON CORY: In( erms of encroachmé%ts,

it seems to be significantly le’ss encroachments than someone
who has a swmmmlng/pool sitting there. .
)

) MS. WYL%E. The only substantial encroachmant

ﬂ%ong the beach isal Lhe swimming pool, and one paxty has

$ —;\

i 1nddle tennkts cou*t The rest nf the people Basically

Qave fenced areas of bea@h whlch\they use for dog rums,

=) ‘
or little WalkWay, or T”‘flc‘lsv.:aplng | e
CHA<IRPERSON CORY: If they want to put dogs

Jin, I can't complain about that.

(Laughter.)

N

CHAIRPERSON CORY: So what about the term?

1
\
«:7

Du you have probAems with the term?
COMMISSIONER MORGAN: I'm the one who thought
anything over 4 years was too much in this political ?B;Ad
“

N : . 7
that we deal in. I mean, who kqus what the next group

e S

of pebple - | o

W

Q_ ” CHATRPERSON CORY: I want to get the issues

on the table.

' PETERS SHORTHAND REPORTING CORPORATION
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‘working with them, which to me, is ' long~-term lease. To
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16

COMMISSIONER MORGAN: And the staff has baen
2 \

V)

the’Jonathpn Club, it's mot. i
CHAIRPEK@ON CORY: Any other comments and qugs—
tions? " '
I COMMISSIONER ACKERMAN: 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 desixe

""" )

to refer this latest p;oposaﬁ'oack 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 decigion that has to be submitted to two other bodies
befgie final ratification, or legally what's available
to us right now? " |

MR, GRIMES: I think that the issue of how long
the free Yent, 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 would take some study and some additional negotia-
X ~ There are a number of ways it could be done.
We're certainly sympathetic with ip, and it's the best
thing we’'ve seen in the last four months.

CHATIRPERSON CGORY: I have a question for the

Jonathon Club.

PETERS SHORTHAND REPORTING CORPORA"'!ON
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~D1rectors and I belleve it weuld be\lobked uponrfavorably

Are you in g @051tlon to enter into a fi#m

agreement as of this poil

YL in tlme, or do you need

approval from your organization to enter into” sométhing?

MR. SHINER: :Mr. Chairman, we would technlcally
yes, need the formal approval of our Board of Directors.
I can say, and agaiy, I have Mr Taft the President in

the hearing room today, and the counteroloposal that was

1

sugéea?Fd this mornIng I would Tecommend to 7ur Board of 7; T

(r

MS. WYLIE. To answer Mr, Ackerman s ﬂuestlon,

2 /

we are in litigatiap, and the Department of Parks and

Recreation znd the City are also plaintiffsg with us, and

any settlement would require "their approval ultimate

ap pr\gvé‘iﬂ;{ : \ 7 Y,
T COMMISSIR“ ACKLRMAN Who should move first?

MS. WYLIE: 1 belleve the State Lands Commlislon

because the lease part of 1t will be with the State Lands.
’ COMMISSIONER ACKERMAN So, in any event, we

should take initial action and then ¥t will be ratified

L

by the other two agencie sr'? E \
MS. WYLIE*R That is one way\that we could go
CHAIRPERSONWCORY ) I M Not so sure that we should

actually take the ' 1n1t1al actlon “but I think we owe it

to the' Jonathon Club\to expose our hand 1n terms of where d

we sit gs 1nd1v1duals 5

i
Y

o
o
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~ I'm not s0 sure~that it is not one of the

/’-\\/ﬁ_

unfortunate thlngﬁ/ihat the Jomathon Club ought to comm1L

itself to the proposal before we're required to.“ It's
i

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

business above private business.
thing, historically, we get into a bad

H I think we owe it to you o
weigit individually, as you have given

but for us to go ahead, when there are

Thag‘

s just sort of a
precedent.

say this is where

i

us indications, °©

other public agencies,

you have not gotten

commit ourselves to a program on which
firm approval on your side is setting in motion several

public agencies' time and effort, and that I question.

e
e

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

thinking.

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

obsgrvatdion.

/ L
- It is @ situation that has been complicated

% s\ “ » :
by the fact that we have so many agercies, bodies, and

indivi@uals.

i

H

If it would be more acceptable”to the Commission,

‘T could obtalxka formal verification of the counterproposal

and submit it to you for review.

G

 CHAIRPERSON CORY: I think we'd better flnd

- out in our own heads what pauple ara\thlvklng specmflcallv

in terms of the count crgroposal to this Comm1551on so that

f )
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”you know-whether o not we're close enpugh.

~N S VI e N

by point,

19

e S Al o
\\‘\\ . o
'\\ C //

Becausge, my
instincts sort of tell me that we re‘ﬁlose, but no c1ga1

yet, I don't think you've got two 1qtes here.

“COMMISSIONER ACKERMAN: Do you want to discuss
. {
it point by peint? k

CHATRPERSON' CORY: I think that's probably what

I
. .
NN

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

( -
w1th 4t wrong.i \ ‘ }/

One of the difficulties is, ba31ﬂa11y, ‘this
Gommission has been tougher than the staff. I want you

to clearly understand that.

As Sue indicated, the staff has been coming /

in séying 10 years, and the Commission has not yet‘shown

thgf there &fé two votes for the 10-year préposal, and

you're asklng for what9 | | ; g
MR. SHINER; “ o
CHATIRPERSON CORY:

St e

?hlrty~f1ve years. |

So, there's some,su?stantive

{1

‘difference from' the peo?le who have the vote. So the

questzpn of ctime, I think, ought to be;léid on the table.

COMMISSIONER ACKERMAN: Let's go through point

then.

7 MS. WYLIE:
N |

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

Mr. Cory, the staff recommendation

15 years at.a fair rental value,
s \ .

; . , -
PETERS SHORTHAND REPORTING CORPORATION L
B 7100 COLLEGE TOWN\DRIVE, SUITE 209 .
f\y =5 BAGRAMENTO, crxqgonum 95428
J ) : A TeLEPHONE(91Q 483-8601




=N G VM b W N

10
"
12
1
14
15
16
17
18
19
20
21
22
23
24
25

3

20

CHAIRPERSON CORY: The stalf is 10 nominal,

15 full market value.

COMMISSIONER MORGAN: Kicking and screaming,

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

CHAIRPERSON CORY: = But vour basic pésition was
you. thought 4 yvears at nominai, and we're looking at
nominal compared to 10 to 4, but if we could get it down,, .
yould agree with that?

. COMMISSIONER ACKERMAN: My p031t10n 5 probably
just the opposite dlrcntioﬂ, and my position's consistent
with the private Iand owners; that leases shoulé be longer
than the time we appravvw at the last Commlsslcn ‘meeting.
So, I think where I'm coming from would be more in line
with what the latest proposal is of the club. I think
that initial proposal was 50 and 50,

MR. SHINER: Fifteen years nomlnal

COMMISSTONER ACKERMAN: Your original --

MR. SHINER: Fifteen and f%fty.

COMMISSIONER ACKERMAN : Th$ State Lands, -
Commlssxon doesn't eveii have the authorlty, I belleVe,
to issue anything in excess o; 66 years, which we have
done with commercial Eevelopménts‘ |

What I%do is, I slraw distinctién between private

use, and I would consider this either simply public use

or commercidl use to a club., In our discussions so far,

PETERS SHORTHAND REPONRTING CORPORATION

770D SOLLEGE TOWN DRIVE, SUITE 409 |
SACRAMENTO, GALIFORNIA o586
TELEPHONE (19) 963-3001
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i w%fha;e different%ated between a pﬂiﬁéte land owner as
® an individual and the club situation. In fact, the clubs
3 | being beach welubs, and the Jonathon Club is a beach club,
’ ' 4 should be specifically pulled out to be handied separately
e 5 So obv:.ously, there's some reason, or some think-
¢ | ing behind the staff‘s reason, to handle the ,1tuat10ns
7 | because of their uniqueness in facts and circumstances.
® - ) 8] - _v So, we would lean more toward giving a longer
. % | lease period here beéause, and Sue correct me if I'm wrong,
10 | was the initial feeling of the staff not to include the

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

)\

the same terms as for private land owners, looklng at longer-

o ' 12

13 | terms for them because of the unique circumstances?
14 ' So, I would lean towards the longer lease.
S BT COMMISSIONER MORGAN: Actually, my impression

16 | was th&ﬁ the reason they were separate was, because we were
r 17 | getting some agréement out of the prlvate land owners,
3‘,J!8 and we Weren’t out of the Jonatfon Glub

1S MS WYLIE: We were trying to gauge the term

20 | to the use that was being made{‘ We felt that for the beach
e : 2t | clubsg, that thlS is more of a commercmal or a qua31 pu ublic
o "i‘ 22 | use. There are a large number of members who use this .
® - - 23 | area who are also members of the public, and the area itself’
24 gets more general use. However, I think it has been our
25 ‘aim also to try to treat all of the peop; ¢ along the beach,

c“

Pl

Py
y it
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- o wheﬁher homeowners or clubs, %a:tx‘/‘ly, and it may be,&:hat'
®. 2| we may want to iriclude ":the same L:e'ms across the board

; 3 ' COMMISSTONER ACKERMAN: Let rie ask another
4| ‘question of staff, |
® | 5 | What is the 1ongest lease to a private fagility

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

7 MS. WYLIE: The lease that we just apprm{{ed
;0 , 81 last "month‘ for 25 years was geﬂarec‘l to the property with
o ¥ | the swimming pool, and that Was acceptable to the owner
| L 10 ahd it was 25 years. ﬂ
® " - As far as the others, we have recommended a

- Looney ».»per:.od of 10 year nominal, 10 years fair rental value.
e T COMMISSTONER ACKERMAN: My question really was |
O“ &\ 14 statewide. ‘
! o 0 EXECUTIVE OFFICER NORTHROP: A 100-year leage
! 16| for C&VH‘,Sg?gar, and up at the crossing of the Martfi.nez Bridge.
}:'ﬂ S| You want to address that one? | o
E - . 'y MR. GRIMES: - That was a 1eglslat1ve act baci;
’ 4 _ 19 in 1896 or something. o h
® o9 : ) ; o
| \ ‘% 20 COMMISSIONER ACKERMAN: As far as a Commission-
a / o 23 approved lease,w what's the longest? |
R \\\\ 22 | MR, GRIMES: There are leases up to 40 to 45
g ){ oo C 23 years, bﬁt those contain a provision for five-ye§r rént

g \ 24 | reyiew and resetting. ) “
?Q .v 25 - COBMISSIONER&CKERMAN: So each one, basically,

| PE.TERS SHORTHAND REPORTING CORPORATIDN
~ ﬁ . i ‘ 7700 COLLEGE TOWN DRIVE, SLUTE 2
’ . SAGRAMENTO, CALIFORNIA osaza
" TELEPHONE (818} 384-3601




1| has been structured for a certain circumstance,:
2 MR. GRIMES: Yes, sir. Each lease, we try to/

3| keep the term of the lease consistent with the economic¢

4| life of whatever is to be éonsFructed on the site. ;
5 CHAIRPERSON CORY: tége have one 66-year lease
6| or not? / m u } (
7 - EXECUTIVE OFFICER Ndﬁ%HROP:' A public agency

8 66-year lease, yes. And I think -- what was fhe term on
0 ! & },7

2! the Hyatt House in Long Beach?

10 } MR, GRIMES: Fifty years, fifﬁy‘years on the ;
n Hyatﬁ 1aasgiin\hong Beach, which we‘apprb?e&'severak meeting§
12} ago. But that was fof multl-gtory hotel. _

/!Q MS. WYLIE: Excuse me, but I fﬁink the Hyat£
n4 lease carried a provision that they could extend that 75

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

16 | for” that.

ey . ’~
.70 o ‘ 1? ‘ - EXECUTIVE OFFICER NORTHRQP: That's a long time
. 18 | for a very expen51\e dwelling. ' ,
s f w19 - CHATRPERSON CORY: So, you-do have sympathy
u@ = A “ '( Iy ; I
S . 20 here. You have a fundamental four years, willing to go
o

© 21 | o 25, and I'm willing to'. look at 25, but mnot any longerx.

» \ . J.
- So th$ questidn is, is there anythJ.riEr to gain
& ' ,7/'/
' ° 23 |"by pursuing any of the other issues?
| ugﬁ .24 : MR. SHINERy 1I'd suggest, if I might, if I'm
o .J£ Zsﬁ\pot being”presumptuous, that the approach you've begun
@ . //_{/ : .
[ o o (‘\‘ )
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is probably a good one, Perhaps, as Commissioner Ackerman
suggested you might conclude by gomng thropgh ‘the rest’

of the issues so that we have a feel where the Commission
is. 7 N 7
CHAinERSO@;CORY: I guess the other questlon
is the amount of the lease, the distance. The staff is
Grecommending&95.; I've got’some qualms about the 95.
It seems to me that 50 is basically where it
%g, and I just Lannot, 1n:my Gxn mind, see that there is
ﬁanh encroachments that need Lo/be protected as a matter
of equity. To ms, it's an equity claim at hest.
° As I look at it, a Elag pole, & fence, a couple of palm
| trees, aon t establish a great deal of equity. ‘
So; T'm having trouble seeing how we get to
95 feet. I doﬁ't know ‘where the other Commissicters are,
but it'E‘?a gquestion that you should be aware of that is
bothering me iﬁ terms of the whole settlement.
" COMMISSIONER MORGAN: I agree with that.
Lt seems‘fo me that what you're reserving is
use of the be¢ zh, which has been détermined to be a publlc
| beach basically. And the quest&on is, how much wouiu we
fecognlze based on the fact that Vou've' “been there such .
o A long time? I don't reallv see that the Lommerc1al argument
- what you're doing at the club is providing access to

a publlc beach through a club it's true, through a club
N ) )
x"z . ) ‘ ’ iy Vi A

1
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that's been there 4 long time.
{)

rnserv1ng any more than hag been
land owners,

CHAIRPERSON CORY ‘
1f they own i, €Y should dg Whatever
°| with 1¢. ” |

- MS, WYLIE That'g Just ¢o clarlfy
| :

5 CHAIRPERSON CORY:
~ that doesn' ¢ bother me

'have ‘a dszerent

If they losge the lawsult(
becauge it!

View of that in that I'g a"ﬁrﬁstee,
1f we ownLd the preperty, then we've got an obligatlon
to protect. If we don't- oyp it, and the'y
decide

we don't%own it, so be it,

 ave to talk about,Ls, assuﬁing
9 | thar OUr side of tpe li%igatlon 18 meritorsious . |
20 NS, WYLIE: .1 Would also poipt' out, bu% L don'e
\{;2' WAREt £o influence the Commisgjigy: s oplnlons,ffhaL/théﬂlength'
22 1 of the ¢£1g1nal'distance has beep gone over witp Parks
23 | and Recteatiop and the City, and they did not obJect to
S 23 phae But thig. Comm1531on cf courbe
25

has to Make itg

X “‘ A
own 1ndependent decision op it. e ’

e cn
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. any other paroel along Santa Monlca Beach, we've come out

to wherever they use that encroact menn upon the seaward

‘how the division within that 95 feet is handled for exclusive
,Jse then some type of an easement to allow for the placement

of a bike path that the City Planning Commission may ultimate

76

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 stafélng p01nu of 135 feet because

portion of<the high tideline. In this case, I think no
one would really buy that amount ef encroachment. I think
it appears to be unreasonable, so we're looking for sothe
kind of compromise. |

Siﬁce tﬂe City Councill and the Department of
Parks has settled with the 95 feet, I think I feel comfor-

table with 95 feet. However, I'm.proba%iy still open to

10

put in there, whether 1t be 45 feet, 50 feet, whatever.

m\
I thlnk 1'd like to get some feeling from the

City as to how they would respond to that, because it's
their planning commission thetvs going to do that type
of location, as I understand it. T think that element
is jimportant, to get somegfeedhapk from them.

I think the 95 feet te me_is ail%right. It's

where we place the line within that 95 feet that I don't

a

‘ SN
s ot

(!
15
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Lo be subject, of course, to the blke‘path

27

think we're_really in a position, at least I'm not right
now, in a position to buy off on that. v 7
I think the staff recommendation wag 45 feet

of exclusive use. ’ %

/4
4

CHAIRPERSON GORY+ Fifty feet.
COMMISSIONER ACKERMAN: Plus --
MS. WYLIE: Forty-five feet subject to the bike

N =

path.
COMMISSIONER ACKERMAN; Your counter offer was

75 feet? \
MR, SHINER: The counterrwas 75 eﬁélusive, and

“the balance of 95, 20 non-exclusive. Again, L'm not sure

that is characterized accurately. The non-exclusive is
’ [l
fgi‘“if I may comment on some of the comments I've
just heard, certainly the alleged encroachments which
intrude between the 1921 line are not as substantial as
the swimming pool or something of that magnitude.’ But
again, based on historical use of the fjproperty in question,
which Ponstltutes roughly about 135 feet seaward of the
1921 llne out to about this pomnt, that has been in use
éimost exclusmvely for in excess of 50 years.

This proposal pulls back from that point to

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

exclusive use basis.

y
e
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I would suggest.to the Commission that I think,

undey the circumstances and under the duration of the use °

of that property for those purposes, that that counter

/W

offer is not out of llne By .
Y\ J o :
= \ CHAIRPERSON CORY: The other! remaining point -
is what is the ratio of nominal-full market value.

MR. SHINER: That's correct. The staff -- péédon
me., :

; CHAIRPERSON CORY: Well the .concept I tend
to go along w;ﬂh but I'm not sure Niat Feason, with the

10 and 15 rattd nominal to full mark I don t kngw/Where

Ve
the other members are on this,. Eut that s a point of

contentlon, as I understand it. ¥
MR, SHINER: That's correct, Mr, Chairman.
'EHAIRPERSON CORY: David? "
' COMMISSIONER AcguéhAﬁQ I don't really have
a position yet, I hlnk but I would side with Mr. Shiner,
with yourself, as saying thhink you need some géiﬁrance
from tge Commission on that { whatever ratio we decide.
CHATIRPERSON CORY;_'That?s the additional point.
COMMISSIONER ACKERMAN: And the next'poiﬁt is
that you have some welative assurances as to what the basis
the renL s g01rg to be charged so you know what you re
gettlng into at the outset. I think that's only fair.

5 - MR. SHINER: It's goodhfor you and good for

PETERS SHORTHAND REPORTING CORPORAT!ON
)fmu GOLLEGE TOWN DRIVE, SUITE 208
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| would make the spllt, Pxobably on nominal rate, I would

- opt for the same at the outset, uaybe 10 years at ﬁhe outset,

;for establish fair market value.

&

£
i
od
1

“us as well I. th.k B \
CHAIhBéRSON CORY ) Susannc, on thie queétlon

y 57 \\ e P )
- of nominal versus .-~ ETN (R %
- A4 )

COMMISSTONER ACKERMAN: T think fair market
'\/
depends whether we ‘re going 20 yearsw\zs 35, before'I

and then the balance oi whatever we mutually decide to

extend the full market value,

"COMMISSIONER MORGAN : To me, the total term

kis more important tha%§how you split tha nominal versus

ORY: An interesting Fan&ept to
i

kY

market value portion oi\lt,
CHATRPERSON (

toy with, //4”

i
i

COMMISSIONER MORGAN' Because we'te ‘riotir gcin\\é,\g{%)
to make money on this dea]ﬂanyway The point is not to
m%lk the Jomathon Club dly ”

. MR, SHINER I m,glad to hear that
COMMISSIONER MO?GAN; Surprise. We thought

we'd tap into your reserve. .
; . MR. SHINER: Isn't hard to do so.

CHAIRPERSON CORY : The question is the mechanism

fi .
The point I would like to understand is theﬁ

dlscrepancy, because 1t seems to me like that's almost
)
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an arithematic function, putting aside the question of

what the apprailsedvalie of the property is. But if you
agree to, you know, from evéh arbitration concept, of you

\\

name one »we name one, and they name one, and the three

of them ;Yerage their proposal and come up with a fair

market value, at that point it's almost arlthematlc, 18

it not,“to calculate what a lease should be worthxpased
. I

0 ; il

on market value? ~

N MR. SHINER:
\
have had appralsers there to go through this exercise for

As I'm sure Sue Wlll support, we

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

I guess our concern i§ 4s follows., With respect

)l

to the property in questlon, at hlne conclusion of the mnominal

whatever that might be ultimately, that at the

front énd we should have\some formula, some cap, something, -

which would indicate what we would Qave to pay. Obviously,

T i v
we can see that (e would have to pgy“more money at the
conclusion of that initial period.
The appraiser-approach gives us some concern

y

)\
Ior Lhe reason that customarlly, obvnously, appraisers

i

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

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

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

It geems to us that some other formula would be more

approﬁ?iate. -

NS
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~ use, and 1t seems to me we\should consider all the alteﬁ—

had no intention of bupilding condominiums up there, there's

WO re more Lhan willing tu sit down with staff
and arrive at what thaL formula, whatever that mlght be.
CHAIRPERSON CORY: Just talk:ng out loud at

this point, I don't see how I could, a9>trustee for the ...

1T

publlc property, use anything other than highest and best
uée. That's what I was trying to get at. If) that s a

,\\

point of contention, you know, we're prOV1d1qg an exclusive

natives. -

MR,  SHINER: Evén if that were the case, and
/IS
I suggest that this atgument has bPen made, the highest ql/
anJ best use would bem possﬂb]y, for | condomlnlums. And

the argument could' ‘e made further that, even though we

the density proposal with respect to this part of the propert
My suggestion, if you wouid, is to pursue an
alternative that Would‘hgvéncdvenants‘or restrictioqs on
the use of that particular parcel. We have no intention
of constrﬁcting‘condominiums. |
" GHAIRPERSON CORY: But maybe e should.
MR, SHINER: Thaf 8 eutlrely p0951ble. You'&
muke more money undexr the lease,
But it just seems to me, with approprlate
restrictions on the use of that piece of property, the

highest and best use may indeed be something other than

L
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'condomlnlum.use, and I think it should be prlmarlly

was fair rental value.

25 |

32

recreation purposes, som@Lhing like sun bathlng,(pr whatever

So, that would

the lease term might be demonstrated to be.

be another way to characterize highest and best use.

QOMMISSIONER ACKERMAN: On the other leases

that we have approved at the last meeting for the private
AN .
prqgerty owners, on what basis was the second portlon of

themx lease computed?
N MS. WYLIE. The second 10 yeérs Qould be a fair
rental value to be established in the 10th year of the
lease for the remaining 10 yearé. o
CHAIRPERSON CORY: Fair rental or fair market
I thought it was fair market rental.¢\ 5
It was my understandingkﬁﬁg term

rental?
MS. WYLIE:
1'd have to check the actual lease

to be certain.

Let me point out, though, in runniﬁg these figures
through with an appralser, if you appraise this for the
highest and best use, it nght come up $200 a square foot
with the\best use being condominiums. When you're looklng
at iaflation: at eight pe;,ent that's S8 a square faot

the club w0u13 have to pay for 60,000 square fewt, $480,000
a year for rent fg; beach purposes%us%w@ that formula.
Appraisers have sugges;ed that condominiums might not --

you kriow, if we're not going to lease it for condominiums,

AR
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the term fair market value, when I wear my hat as a member
.of the Board of Equalization,

- of appraising property, and I can stipulate that that formula

~had whén I 'sat down and tried to figure out how to try

o )
then it should be based upon its use. o
CHAIRPERSON CORY: This is what I would like

you to drop me a. mnote on, because from the prior ones,
I1've dealt with the pressure

is not a science. That's one of“tthgfeatest shocks I
57 R

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

A /

talking about that kiﬁd“of adj&7

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

ment in terms of highest
thoge Bthgr ones. ¢
I need to have that jnformation. I am well

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

a J factor to put in there in terms of highest and best
use based on as opposed to the tax standard, and what is
practical as opposed to what the total Cowmission and various
:agulatdfy ageégzzs would, iQPfact; allow in terms of use,
MS: WYLIE: I woﬁgg also point out that that
i8 'in our other léaseé,!mnd we would recommend the same
restriction here. We dé not allow any additional improve-
ments to be placed on the property without your éxpres§
approvél% "
CHAIRPERSON CORY: - But that's a separate question.

MS. WYLIE: Which would affect --°

. PETEFS SHORTHAND REPORTING CORPORATION
7700 GOLLEGE TOWN DRIVE. SYITE 200
SACRAMENTO, CALIFURNIA 95826
TELEPHONE (816) 383-3801
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“mnominal, I think we have to be famr to the Jonathon Club,

o
I

*eugﬁt to be something that would be debated.

owns propprty,‘lt' publlcly owned property, and we ought
‘to tell you the optlaﬂs you re Lompetxng agaxnst &
MR. SHINER I think' that the points of the

‘our concerns.

is something.

S

S CHAIRPERSON GORY: If wﬁ're at the end of the

that’ 1f there were some publlr purpose, whether it's by

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

public purpose 10 years, 20 years, or 30 years From now,

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

knowvwhat risks they're. taking.

I tﬂink that's a fair request on(ﬁheix part
and I have to, irie good conscmence tell you that I'm trying
tg reach for something. : o

2

' MR. SHINER: I understand.

CHAIRPERSON CORY: If there were é:tremendoﬂy

need for public housing, and if that‘Were the onl§ parcel

we had, that could  cause you some serious problems, I reallze.

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

" If the public

Commissionens are well taken, and 1 really thlnk'they echo

lish some very concrete formula to place the fair rental
value on it and try\to evaluate it.

CDI\ML“SI@,&NER ACKERMAN Consistent, too, I thimk

b

WhereVer p0551b1e, try to treat” “each of

<

i

fi “

I think we ought to be ablg to try to estabulﬁ‘

5 E' I3 ;?

/
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35

|
A i
Iy

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

e

prouerry owners inasfar as the nomifial as well as the exten-

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

each party the pame way and applving the same criteria,

I wouldn't like a person who hag an encroachment of 50

feet right next o, the Jorathon Cluh to be treated differently,

é@d say that their property s assessed for these high purposgs.

either, I think you should

be sybject to the same type of assessment practices that

\
‘the okher land owpers are.

GHATRPERSON CORY: That's the reason foxr my

<

questlon why I treated the term fair market in the context

of tax agencies, and Lhat is the term of art

MR, SHINER: I think,
That'

in fairness to the staff,
that's what they intended. s what they communic;ted
to us. i Dol g

| Our\ﬁajor concern w%ﬁyhow is that to be applied.

%HAIRPERSON CORY: Well, I think we've gone

over the tetms to try.to give you the tenor of the Commissionl.

I guess it's probably time for staff and.you-to try to

work out sﬁgh details and talk tduyour*own members, and

BoardfMembegs, to see what can be pieﬁ%d together heze.”
f It might be a que§tion of on these various points

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

e

COMMISSIONER AGKERMAN: I think that they probably

15 . 0 .
! PETERS SHORTHAND REPORTING CORPORATION q
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A
- o (=
have an offer or proposal from you that the sta%f could

a2
) S L )
respond to it and make recommendaticps on eagirof the points
; L A
4

3,

1

for the Commission.

CHAIRPERSON CORY: You're gging to need two

/

Ly ¢ | s ‘ !
votes here, and tw% votes fiere may be tougher to get thau

i
1
|

from the otaff. )
MR.'SHINER: We appreciate your coﬁrtesy and

consideration this morning-

1 gather the next step, if I heard the Commission |

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

proposal that they received only this morning. We would .

AT

be happy to continue meeting with the staff for the purposes

of any clarificatlon of the points that you felt need to

be’ made m§fe definitive.

| CHAIRPERSON CORY: But at the same time, the
staff should contact the City énd other agencies to make
sure that you know what pitfalls afe there. S

COMMISSIONER ACKERMAN: We wouldn't do you any

' service i1f we entered into an agreement which then was

" rejected by the ‘other agencies or the City, and then you'd

have to gd back and start all over again.
| ’ MR. SHINER: That's a very good point of putting
the cart before the horse pxobléﬁ. We didn't know Whére, E

to start, evew with this Cgmm1351Qn. That point is well

taken. ' o 7

PETERS SHORTHAND REPQRTING CORPORATION
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1 COMMISSIONER MORGAN: I have one more question
- 2| for the club. |
3 How old is the club?
4 MR. SHINER: The club's appgg%imately 50 t&g
5| 60 years o1d. ' R
6 COMMISSIONER MORGAN: «qu many members gre there?
7 MR, SHINER: Approximatei§\3400 Mmembers.
8 COMMISSIONER’MORGAN: Thank\?ou.
9 CHAfRPERSON’(JORY: Thank you\xgery much for your
10 time, \\
n , MR. SHIN@B: Thank you very mue%g} /ffﬂ
IZgﬁ§%§§\4? CHAIRPERSON CO%YE We are now ;ﬁto.out offﬁcial
/14/ h ﬁ Any cor¥ections or additions to the minutes
15 | ok aprin 7¢h? |
16 Without objectign, the miﬁutes will | be confirmed
17 | as presente&. ‘
18 The items cur;gntly now-before ?s are the ébnsggiﬁ ,
19 | Calendar. Are there any members of ?Eg audience ‘that oppose |
20 | the sﬁ%ff/recommendations on the items C} tﬁrough €157
=2 =$géy Wiil be takep Up as one motion if there's no obf;ction
22 twgthe Proposed staff fecommendations.
23 h All in favdr signify:By Sayingggyés,
% T (ages.) s
25 CHAIRPERSON CORY: The §pnseng Calendar ig
O PETERS SHORTHAND REPORTING CORPORATION
I T AGATENTD. e, SUTE 20
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carried.

Item 16 has been put over. } i

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

P

considei «£ion of a Joint Powers Agreement for acquisition
and construction of tidelands oil pumping and storage,

et cetera.

I thidk we have some people who would like to
f

speak on this. | /
=
EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Harley

~;ﬁa;};ing a presentation, legal

Pinson erm,Qur(gﬁgfttﬁfff’béf

pointa invblved(;n the program,dand I understand Mr. Buchanan
would like to sﬁaak on it as well. L

MR, PINSON: Mr. Chairman and Members,iat your
last meeting you asked the staff to look into the matter
of the oil and gas operations of thevsubmerged lands of
the City of Newport Beach. The staff has done gp(" |

Today we recommend apﬁéoval of the Joint Powers
Agreement between the City of Newport Beach and the State
Lands QQmmission to conduct an eminent domain action to

acquirewfacilities to resume oil and gas operation on the

granted lands.
The staff makes this recommendation because
we believe that it is the most -~ that it is the fastest

and most efficient way to resume the operation and to maintai

the rigﬁts of all parties, and Eny other litigation that

PETTERS SHORTHAND REPORTING CDRPORAT!ON
7700 COLLEGE TOWN DRIVE, SUITE 204
SACRAMENTO, CALIFGRNIA 85826 }
TELEPHONE (916) 383-3601 ‘ va
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is now occurrlng, or that may occur. L ) G
CHAIRPERSON CORY- 'Is the City of Newpmxt beach//
in favor of that prqposal? LS there anybody reprebentlng N
the-, Ciry of NGWport Beach here?
(i MR, KUPERBERG:

firm Rutan and Tucker, represanting the City of Newport

Yes, Joel Kuperberg, of Lhe

Beach. .~

wl
o 2 i

The City Council, the City of Newport Beach,

has adopted a resolution authorizing this Joint Powers

Agreement, and they're in full accord with the provisionst
What was the

CHATRPERSON CORY: vote on it?

RN
u

KUPERBERG I believe, unanimous

MR. , The vote was,

2

on the ConsenL Calendar.

i A
CHAIRPERSON CORY: You have strong support in

i

the local community?

KUPERBERG: Yes, We have very strong

ME. sir.

'the residents

i

are partlcularly concerned that the oil pumping operation

S
commenice dgain as goon as possible.

" GOMMISSIONER ACKERMAN:

sentiment with the people of Newport Beach,

-How about a position

from the County on that? : St

’ MR. KUPEREERG:%5The Codnty of Orange has not : |
taken any position at all in this matter. The County |
concerns reaily -~ the County really doesn't have the concern

here. They obtained certain mineral taxes which would

PETERS SHORTHAND REPORTING CORPQRATION

7700 COLLEGE TOWN DRIVE, SUNTE 308 13
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not be affected by this, and thelr concerns re&lly relate
to the tax issue since it doesn't become involved in this
.type of acquisition. They're not all that concerned.
CHAIRPERSON CORY Does Mr Devlln, the
ut111t1es director, wish Lo say dnytL=ng? 5 ‘0l1 ,
MR. DEVLIN: No, sir, not oﬁless it's necessary. i
* GHATRPERSON GORY: ALl right. | |
T Mr. Buchanan. . “ e ( {
| MR. BUCHANAN: éood mornlng, ladles and gen{lemen
W - I m ﬁobert Buchanan, rapresenting Armstrong
Petopleum Corporatlon 1 have with me Mr. Richard Del
Gcrgio, wh0~I have called as an cxpezt %n eminent domain.
| | Prior to askibg him tQ éoin, foth Mr., Cory
and Members, X want to repeat Lhat -there is llt@gatlon,
‘a lot of lltlgatlon 1nvolved pending between tne City Y
Iand Armstrong Petroleum Fout this matter. We feel thaé s
the propar pldce for this dlspute to be resolved )

¢ Y. We're alsv appriced that a bill has been ;ntro~

"duced in che Leg&slature that presumably would be“aaareseed
fis addressed to this nvoblem.~ As a. consequenee we feel
Very strongly that any efforts by the City and “the Stape

Lands Commission for the item you're considering here is

5unot only improper, but we think, perhaps, 1lleﬂal

Wwith that, I will ask Mr. Bel Getcio to come .
iy

ferward.

PETERS SHORTHAND REPORTING CORPQRATION
7700 COLLEGE TOWN DRIVE, SUITE 200 .
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CHATRPERSON cony, . Before you leave, 1'p little |
Er a8 an agreement, an offer,

Standing at the last meeting witb‘

oubled at what T thought w
| )
and an under

Feur client
N .
as the way top resoive this Problem,

\

«+ L wasg quite
© with Mr, Northrop, 1 think, on the *
Lo unde: stand from hip that it wag

your view, and Perhaps all of those

Membersﬂof theQCommissid
that there,

was some kind of an oral

' you and Mr, AEmStrong to the effect

would physically oper

agreement reached hetwee
that the st

ateuitself‘
ate'thOSe wells,

vy

ith Mr. Armgt

rong, and
iﬁn't read that convy

I'subsequently talked w

it Surprised me, becausge I d

evsation
or the”discussion that@way.

Nor did 1 understand it that
Way ' “

A

| a j}\
b ,
~ My understandlng was,
A

and Me. Armetrong, 'kho

I've talk
\
that he uy

idea of the State taking over the

Position of the City
as distinguished from the physical operationsgf the wellg N
,themsel$es§

1
{

And to this extent, his viey Was, he didp't

[
&
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little historical background with respect to the prodeedings

thaL have been undertaken to date which led to the presenta-

’fltself with the 1n1t1atlon of emlnent domaln proceedlngq.

between my client

| granted by the State t¢ the City,

42

caré whether it was the Gity of the State, words to that

CHATRPERSON CORY: That's an interesting approach),

if that's the case, then you have

and all I can tell you,

put me on motice that I have to be extremely“explicit,

whlch.I thought I was last time. *%

BUCHANAN :

MR, Evidently Mt. Armstrong should
be also, sir, ‘
CHnsRPERSON CORY:

MR, DEL GERCIO:

' Let's hear from your witnéss.

Mr. Chairman, Members.of the

Gommission, my name is Richard Del Gercio.
f
at law.

I'm«an attornéy
I spec1allae in eminent domain‘ pfoceedlngs. My

of fice is at 601 West Fifth Street Los Angeles

I think it might be helpful 1.1 gave you a

\’\

tion of a 301nt Powers Agreement to you today, rihich concerns

In th latter p‘rt of 1980 ther the contract
the City took certaln actions designed to ﬂnable the. Clty
to agquire, through emlnent domain pfoceedlngs certain

private property rights for which had -- were used 4dn connec-
tion with the production of crude oil from tldelands previous

The City sought to aciuire

and the CltV of Newport Beach had expmxed,:’

D
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| counties as well as the State Lands Commission, historically

‘ment with public agencies.

to be condemned a property mnterest that's separate and

‘on behalf of the City.

‘a private oil production storage operation under the circum-

.emlnenb domaln proceedxngs to acqulre property out51d¢

- the Clty fdt these partlcular purpdéses.

A

W3

this property so that it, as a government agency, might
directly conduct the act1v1ty of 011 productlon and storage
wifh respect to these tldelaqu, &hlch kind of act1v1ty,

insofar as the City was concerned, gad I believe typically

has beeﬁ‘perﬁorméd by private contractors pursuant to agree-

i
In the coural of public hearings before the
Clty Council with respecé to the Cigy's attion to initiate
annexation’ arid eminent domain proceedings, Armstrong
Petroleum Company appeared befare the City because it has
a subgtantial property interest in the lands that are sougbt
apart from the contractual relatmonshlp tbht it prevmouslv
had with the City and‘a contract to produce the crude oil
» . 7
We lodgedxa formal protest with the City, pointing
out that the City lacked any statutory power of\eminent

domain to acquire property for the purposes of its conducting

stancés, and also that the ﬁiﬁ& lacked the power té initiate

Notwithstanding the objections, the City adopted .

the resolution of intention to inifiate eminent dowmain

A . .
;
S o
v
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” 1| proceedings, and also atteinpted to proceed further, to |

ﬁ | 2 {:\m‘néx the property to the City.
& The owners at that time were prepared to raise )
4| objections to the institution of the legal procewdings

:G 5} at such time, and they were browgﬁ:‘t‘ forward. At sorﬁe

. | 6 { point 1n t:Lme after the City téok its initial action, it

\ ; \ 7 | apparérwﬂ** reoognlzed that 1t lacked the autherity to initiatje .

¢ ﬂ 8| the emxnent domain prcceedlngs tp acquire private property

f . ¢ | for. this partxcular use, and particularly to acqu:.re PIlV&tE

10 pﬁopert,y outside of its city limits. Then it turned to

G 11| the State Lands Commissior for asfaistance

! 12 ‘ If you'll recall the two prior’occasiorf‘s,bthis

i ., o 13 Epatte.: came before fhe Lands meission, 1n which the City",;f;

A 14 | lack Oi. authority to proceed was brought to the attention

' 15 | of the Lands Commission, and the Lands Commission madé

o !6’ a determination to provide some assistance to the City

& . 17| <in an effort to resolve its problems and obstensibly in

¢ : 18 | an effnrt to recommence the,production of crude oil.

\> : 19 ; I understand from prior discussions that it

& ; 20 k(las been made clear that Arustrong Petroleum Company is

AT iéiﬁ.ing to allow ,/the: Citmy to use, these prddug:tion facilities

E . o 22 | until these matters have been rgsolved without preiudice

0' ‘ - | 23 | to. che mghts of any of the part:.es in the shaw d.’: good ., |

N : 24 | faith. ) A O “

sW s o CHATRPERSON CORY: Would you explain to me what

Y |

o i

e PETERS SHORTHAND REPORTING conpomnon | ,
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you mean 5§ that,
MR. DEL GERCIO:

a lettér written by Armstrong Petroleum Company to tﬁe

City, which has been referred to 1n prlor pracecedings before

the |

but Mr.

/,
qu{anan was.

A
answer your\question, Mr.

MR. BUCHANAN :

to proposals maﬁé by Armstrong Petroleum to the City on

- k) ’( o [
an interim opératiom.

-

.~ CHAIRPERSON GORY

Whldh he would operate7

MR. BUCHANAN:

allow théiCity to use these facilities?

ommlssﬂon I wasn't present at those pxoceedxngs,

I think perhaps he could more properly

45

As I understand, there wasg

Lory

I thlnk Mr . Del Gercio is referrlng

7

An interim operating agreement |

Yes, that's correct. ) P

CHAIRPERSON CORY :

That's significantl§ different

thdn allowing the City to use“fhe“facilities.

)

'MR. BUCHANAN :

It is dependent on tryiné to

.be eoncise, as you were suggesting earliér.

has the benefit from operating. o

that. a7

Slnce the contract .has expired, I think Mr.

N

Del Qéxci@ is suggesting that, on an 1nter1m ba51s,:cont1nu-

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

has alﬁays had if mind only they themselves.

CHAIRPERSON CORY: The distin;tiop being hé

U
-

" MR. BUCHANAN CeltalnLy, o questlon about J

K4
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 to the attentlon of the Comm1531on o

So, I have trquble with Mr, Armstrong, an o:lwman as he
i ;
| claims to be and I thlnk the term “operate

of art ‘that's known tro 011 men, and that means operate.

That s something”leﬁé'than -

B

CHATRPJRSON CORY:
MR. BUGHANAN:
CHATRPERSON CORY:

'Tes, he'ls in private cnterprige.

I wanted tQ_clarlfy that,

becauge it leaves the 1mpre331on -

il

MR, BUCHANAN As a gift or somethlng, and that

0
would be a wrohg 1mpreq51on, « , 4
MR, DEL GFRCIO ‘And I think it ought to be b*ought
! E CHATRPERSON CORY:- While we're defining things,
I would like to” ‘state for the recorQ here that I'm readlng
from the transcript of the prior mecting, whlch L' m,quotlng

my questlon to Mr. Armstrong - 5 . g 4

s’{

"CHAIRPERSON CORY: Would you e \
) lnterested in? allowinﬁ a third party, )
“ w4

llke the State, to comm in an operate

it during the 1nter1m? S Q 4\
"MR; ARMSTRONG: Sure, let thm | /w

operate. .o | ;f . - ¢

\x 7%
. A ,._‘

iS ,?.‘" - rU,T

That, doesn't mean that Arnstrong would operate, ‘it means

the State would operate. I think thas was .explicit and

/ e
{ '

clear § Lo o P

‘ . , ﬁ
I find it hard to beliewve, since he even used
N

3\
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the same terminglogy, that he mlsunderstood'the meanlng

[} .

Qf what I was contending. wp‘\ IR N

TE wanted to make tha; clear Go ahe&d.

QJ o MR. DEL ”ERCIO- 1 think there's probably a

practical problem.when you're trylng to bring in a &hlrd
party, because they have no property rlghts to use any
of these facilities or lands as dlstlngulshed\from Armstrong.

" From a very practical standpoint, he may«be the enly one
\

that s in the posmtlon, that has the pronerty rlohts avail-

able. " : 3
’ =y
CHAILRPERSON CORY: /Th&t s the heart of &he matter,

isn't it? ; =
J MR. DEL GERCIO: I thimk that's right. And

his property riébts, if I may digress for just a mowent,

cxt@xi far beyond the production of crude oil from the tide

:and submerged lands. ‘He has property rights to“produce

from other lands whi ch the City has absalutely ne lnterests
f/—a\

=50, those; are substa%tlal property vights he does eajoy

Now, I d llke to now address myself to the spec1f1

proposal that's before\you which lb a proposed JOlht Powers ,

et

Simply put,” it places the Lands Commission

‘Agreement.
~in the posture of being hired oy

N
purpose of prov;dlng the authorlty to condemn prlvate propert

nklf you will, ‘for the_

TR

for.use of; the €ity under’ circumstances where the Civy
‘admittedly doesn't have any power to ufidertake the activity

oo
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}m;y undertake, by the lnstitution of a Joint Powers Agreement
e . o .

e

- of. the Government Code bectlon 6502 Whlch is the pasis

7

I i . !
A L

48

b

they-wouldn't be

on its own behalf, because if they did, )
‘ € 3

Ty

before you asking for your assistance.

. . 2
Noy, the purpose here, insofar as this particular

point is concerned, is not to engage iu the argument as

E% whether Armstrong should be doing it or anybody else

should be doing it, but to peint out what I believe are
. , /)
some basic legal problems with thie Joint Powers Agreeméht“

that's proposed to be entered into under these ciycumstances.

I think it presents a serious questlon as to the fundamental

power of the Comm1s31on and the Clty sto make such an agreemer
I will try to suggest what I think Ts a fair course of

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

]

.sion end the City; but also\my cllent

There's no quesLlon but what ‘that public agencies
\

~activities where one party or the' other will perform function

ized to perform. The fundamenta

which each of them are authorx

premlse uponl which those JoinL power»agreementa ‘are
( /
predicated is that power which is sought to be e\erc1qed

that i1s the power to *voudemn property outside ot the c1ty

limits of the City of Newport Beach, must be posseqsed
¢ © : AL

by the‘parties in common. This is an. absolute reqﬁirement

N

/

for all joint powers agreements, and which is re&erred

to in the draft agreement before you.

g

[77]

'._l

syt BT . E &
“ R e e D
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7 the City lacks the power to undertake

- zation. \ 5

" by the parties to the contract.

49

B

CHAIRPERSON CORY: David, you had a question?
COMMISSIONER ACKERMAN} Does that meaq;ghngoint
Po%ers Agreement, in your iﬁterpretation,‘wouldgpeQe to
‘beﬂexercised between the City and the County?

MR, DEL GERCIO: WMo, I don't know that the City
is a proper party te'the Joint Powers Agreement, because
an;eminent domaih

proceeding to acquire private property outside its historicall

i et

limits for any particular purpose. -
- So what I'm saying is thaf, inasmuch if that
is the case, merely going out and lookieg for some agency,
‘which argusably does have the power to coedemn pri@ate
property‘to produce crude oil and store crude oil, doesh't

fit the agreement within the scops of the statutory authori-

G

The Supreme Court‘ln this state has ruled on |
this questlon in the past, and has said that the power

which is sdught to be exercised under the joint powers
g , P

agreement is ‘vne which independently coui&%be exercised

And it's clear that the

ClLy does nct have the power 1ndependently ‘to do what theV\ww”

seek to accomplish under the J01nt%\ywers Agreement Now,

I think that's one ba51d fundamental substanrial problem.

CHAIRPERSON CORY: How much longer will your

presenzatlon take?
‘ /
//

i
Py {
i \j
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~a legal standpoint that I'm right and some other lawyer

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

.,
A
“with respect to the agreement. .

‘whlch passes ‘all rights aﬁdiﬁltle and interest with respect

il
S
V4 B

MR, DEL GERCIO: Probably about three minutes,
Mr. Cory. L.

I'm not here today to”tryiro persuade you from

What I propose to do is .suggest to you that there are questig

AN Ny . N
that ought to be resolved tllat haven't been resolved befove
you take aﬁ'action on this particuiax agreement.

Let me suggest what I think is another problem

N

I think there's a serious questlon with respect

b

to the authority of theubtate Landys Commr§51on to condemn
property in connection with the production of crude oil

as to granLcd tldelandan There's no question but that
\ ;

the State Lands Commlsslon pursuant to the provisions
of Public Resources Code/Sectlon 6808 has the authority
to condemn property for state-owned lands, and state- owned

lands is the crlterla \an

"\

These ‘lands are n&ﬁ state-owned lands, belause

they preV1ously were granted %o the City of Newport Beach

pursuant to an expresseu sta? tory grant”which granted

‘.,

all of Lhe right, title and Qnterést to the State of Calrforn'

to minerals. 1I'ih aware of tne reversronary interest that

the state has, but a reversionaryhinteresfvin\property

RN

o @ : ~ ' B
7y AN i

s

W, . P
. 5
4 /

;\'
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doesn' t make the property state-owned 1ands.& A . *g
/ i :

[y

’ S0, I think .frofi s second standpoint, you have

a Significanq}defect with respect tu the Joint Powers Agreemd

that you propose to enter into. .

) Beyond these legal arguments, I think you sghould
be aware of one other faﬁtor, and\that is what I think
is perhaps a precedent that you wégld be setting hefé,
perhaps with¢ut undertaking some specific basic policy

’determlnatlons as to the proprlety of that precedent,.
\\

It s my understandlng *hat the State of

\.\\

Callfornla, through the State Lands Commission, with respect

where the state has reserved the mineral rights, undertakes

the produgtion of those minerals through. contracts with

RN

private”contractors, because that is the pnly mode which
the Leg;slature kas prescribeid pﬂesently for the engagetnent
in thaffparticular activity, the same is true with the
Citye%nquounty as to which tidelands have been granted

by the sxate. °That is the mode in which they exercised

PERY
G

their power. , /

7
if 14

This partlc:ular Joint Powers Agreemenv"" will

«take a quantum step beyond that, because it w111ﬂauthorlze
.and alIOW'the Clty of Newport Beach to engage, as a citv.\
‘Ln the production abthltleS That is to say, they will ‘S
have the power to utilize thase:properties for theﬁpurpose

i

to ungranted tidelands, and with respect to granted tidelandq,

PETERS SHORTHAND REFORTING CORPORAT!ON
7700 COLLEGE TOWN DRIVE, SUITE 208

-SACRAMENTO, CALIFORNIA 95626 ,;;?’

TELEPHONE (918} 383-3601 el / , 3
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"*b@ engaging in the production of crude oil, which is
7 SOﬂethl.g that the State Lands Commmssmon doas not dw on
ﬁ‘glts own behalf. Now, whether that's:a desirable objective,
44 it Was/a legislative request to be anaﬁéredg and I don't
5H know that the State Lands Commission has taken a policy
6 position with respect to that in connegﬁlon with its deallng
7| with cities and countlemf¥ I'm not aware of any prior
8 | practice of the State ﬁaﬁdé Conmission which recognlzes
%! that distinction, and places its‘stamp of approval on cities
10 | or counties engagllg in that type of activity with respect
11| to granted tidelando. -
12 . CdMMISSIONER ACKERMAN ;’ Let me offer a comgént
13 14 ‘ It was represented to me, and if the Clty Wants /
14 | to correct me they may do so, that at no instance has the h
15 | City, other than&the transcript you read, Ken, during an Q\
L interim period, where the state may operate, never has
17 | it been the intent of either the state or thé City to go
181 in and actually operate for a long permod<bL time both
19 1 oil productlon Eacmlltles The intent that has been
20 represeniad to me, and I understood that you appfowed the
21 actlon taken=at our previous meetings, is that this woulu
22 | be a 1easeg out operatiomn, and it would not be dlrectlyh
23 | run by either the state or the City. In fact, I've had
24 | discussions with "Assemblywoman Bergeson concerning her
25 legislation, and she would begﬁgcepﬂﬁve to amending her

\
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9| Council by unanimous vote,
3] bld for a private ﬂontractor
12 | is that Armstrong Petroleum Corporatlon

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

3\

1] bill b speclflcally state that. So, I would be willirg

to go vlong It's been under that.

y

[‘}
i

(i
also,

in &1me when either the City or the state was to be gettlng

" into Lﬁe 0il business down there

the operation of these tideland wells would go out to public
renewing the conLracL wiLh Armstrong on an interim permcd
not the subject of public bid.

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

T R

CHAIRPERSON'CORY: It’ s my 9nderstand1ng of ¢

COMMISSTONER ACKERMAN: There was never a polnt

MR. KUPERBERG: On June 26th, 1981, the City

determlned that the teyms of

/ \

- One of the problems w&xh

of ecourse, icg

And not only is it the

ot COMMISSIONER ACKERMAN: I would corpur with | }
18 | that. H | 1
Wi MR. DEL GERCIO: That provision isn't in the

20 proposcd,J01nt Pawers Agraement, and it confllctsww1th ‘ s\‘ |
2} | the initial resolution that the City adopted with respect B &\\:
22 to the proposed condemnation of the property preV1ously, “,{‘ ““e;

‘Tzaz»because and L'm quotlng from the resolution, the resolution ;

“Zﬂ said, in paragraph two, that the purpose of the project

would consist of the acquisition, comstruction, operation,
(’{ |
PETERS SHORTHAND. awcmma conponmon |
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1| and maintenance by Lhu Cl*y of the proposed production

2| énd otorage fac1lities. |
3 So this is a matter, which agafmfagﬁpointed
4| out earlier, Mr. Cory, might be éubject to difﬁerent .
) 5| interpretations. N
wm;f 6 o May T make a suggestlon? ;
7 COMMISSTONER ACKERMAN On that point, when
Q - b e authorized the staff to support and assist in legislation

o : 9 de'1iﬁg Wlth this matter,\uhe 1egi313ti@“ was drafted, . !
@ 0| I bellevef“ln concert with the Clty, Wluh the staff of %
o 11| the City. The speciPic language stating the intent that

- 7 12} it would not bc‘the GiLy operating was not included in

13 | that legislatlon

14 ' Maybe thls 15 ‘an approprlata tlme to offer that

) 2 3
‘ 15 | as an amendment to the Commission's direction to the Staff

N 16 | to seek Qn amendment to the legislation currently before

14

Q :',‘ .
. 17 ,the Leglslature thar expresses the 1ntent, elther expressly

18 | in the statutory prOV1310ns of the bill, or in the intent

s o 19 | portion of the bill, that neither the Clty nor the State

A . 20 | opérate the facilities, but be on a leabed-out basis.
o 21 CHAIRPERSON CORY The question that you get ' 7{
. o 22 | to is, the City could enﬁ\up belng the operaror through
% a,f‘; o o
S 23 | a lease a&yamgement w1th a contractox. That is golng to
0 - A Z\( .
) 24 | be a difficult thing. Whar you've stated, I think, might
‘.‘ﬁ 25 preclude certain forms of sLate operatlom, and I'm not
® o ,
~ 1
. ¢ j ‘i\‘ 1
, PETERS SHORTHAMD REPORTING CORPORATION e e
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the prmvate sector, engaging a contracmor ' 7

N L LY S O TPR Y

the optlon but I don t want the Clty to actually produce,

‘interpretation in terms of operation.

= / - o ( o ' R e iy N ‘ S
. . ‘ -4 \;rij‘ ¢
; "3

sure you're wanting to do Lhat
” It's my understandlng that they re gblnn/to e
. (S g

:'r’

LOMMISSIONER ACKERMAW . That's what T want to

make suvc gets done.

QCHAIRPERSON CORY :
\ f

) ‘J ') o .
just one contractor, 3Iif midway in the operation =

But they don't haveiéo have
they decide they should have the operation of, in”essepce,
a series of subcontractorsz, if you take thelanalogy‘ T

think that\s why I'm ‘hesitant w1th the way you worded that.

’@OMMISSIONLR ACKERMAN: The City should have

;
I"

‘
[

the oil. ! k"“f‘ “ Coa .

3

)
MR, KUPERBER cIf T mlght clarlfy

\

. The rq lation that Mr Del Gercio rexo*s to was
really codlcilled in that unanimous resolution that'I

previously mentioned. It ocecurred to the Cmty subsequent

to the add))tion of this resolution that there may be that

. It was notathe\’
intention of the Clty to operate the wells, but we reallgé
that the 'semantics of the resolution Qeru such that they
seemed to say that. They passed the unanimous resoluﬁlon
in January oE 1981 to make certain that the operatlon Wlll‘

be either by one contractor or a series of subcontractors,

A

but all of the private sectOr.
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- City dnd make sure that's our undcrstandmng of what we're

N A W

_t:he Leg:.slatu*e ‘pasdes something, it's a dlffe«.ent thing

" to argue the intent trree or four years down,the’rﬁad.

’xthe feasxblliC} in v1ew of the fact that thls>1s a substan-

tial departure from the past practmces of the State Lands
has been asked to lend 1ts authoxriry under thé bircumsﬁances,

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

vuAIrvvasﬁN GORY: 1 think staff should sit

down Wmth the authox Oi tb? billl and with people of the

worklng on, ‘as opposed to them hiring Only 01v11 service,
/ﬂ e
and any other problems or dlfflculties

One more thlng\ bnee

5\
-7

. uUMMI 5SS IOIVER ACKERMAN

CHALRPERS ON GORY*
EXEGULEVE GFBLCER NORTHROP :
MR. DL GERCIG;

We shal%l
That renlly leaves qu
femainiﬁﬁ p*ablomq with respﬂC‘ Lo 1hu documﬂnL‘071haL

19, the question of the oasxc,validlty of the Jomnt Powers
Agreement, where one of the parties doesm t have the pawer
that‘sﬁsought to be jointly exercised,

May I auggest this, ox at least inquire as to

S !

Commmssxon, and 1 thlnk indeed, it's a unique situation

in that it's rhe first time that the State L@pdé Commission

or any c1rcumstances, to 4 pfoposed vaULSltlon by a city -

N\
or a county, that a formal written opwnlon from the Attorney
1f thnre are any qumstlons on bﬁhalf of the p

\/

PETERS SHORTHAND REPORT!NG CORPORATlQN .
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"litigation mno mnabter what.

: 7 g " ’ , ’ / ,
Comm1331on, I! L' try, *n/anSWﬂr them. - ’ . S «
| Nt
P CHAI]PT&@ON/uORY./ Questiwn° 7 w0

) J COMManLONER ACRERMAN Oux whole point is that

\

( \)\he sta?

"woe're trying to be in a poslt;on ta resumq oil prgﬂuctlon

1f we. take the actlon that's reconimended F£ today,,

Lhis is 2 rhetorlcal question, are we like // to subject

ourselveb to a lawsiit que sflonlng the cgnstltutlonallty
or illegality, and raLher than the prodactlon of oil, with

the lltlgation the wells would get shut down~ﬂcr“@§bther
0 -~ . l\

six months or  year? o , -

CﬂAiRPFRSON CORY | It seems to me we've got
(o

COMMISSIONER ACKERMAN: Where' are we on this?

)
My 1ntent 17 to get. those wells into producglon
HATRPERSON CORY :

That's right.

MR. PINSON;: Harleerinson W

0
I think that the flrst 1SSue “that - Would he trled
in an eminent QOmdxn actlon would be whether or not there
is power to condemn. That would be regolved very Qui&kly,
could be reso’ved very qulckly ”

CHAIRPERSON CORY:

N y
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, thp same

qucstlon would have to be resolved by the court, because

¥

& bR
Lo 4
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vﬁglven what we see Armstrong Petloleum“s poszulon thus far,

with all due- regpect to What -5 sald.by the partmes. appears

to me to be delay, obv1scaL10n, and malnta&nlng obstruchlon,‘

and that's fine;al understgnd that. I don't see how, by

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

difficulty'wffh‘the propésalf ) 0o
| COMMISSIONER MORGAN: I have a question of the

stafft ’ ) )
o Did you consmder the arguments that counsél
is making today? W S
MR, PTNSON: ﬁm,wedﬁi .

COMMISSIONER.MDRGAN: And you want us to proceed

" with she recofimended actlon?

- MR. PINSUN: It is oux advmwe that the- power
is there, | 4 ‘
MMISSIONER MORGAN Timove approval of tﬁé

L..M.<

staff recommendatlon‘ . o O

' MR TAYLOR Before there's a.vote, there's %

g

one aadltlonal ltem to be brought up.
This in examining the de‘cxlptlons that would

\le

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 Comm15810n s understandlng Wlth

the City to make sure that th%se issues are presented.ln
Sy ]
that litigatiom. .

PETERS SHOHTHAND REPORTING CORPORATION
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N Many of the rights whlch Nr. Armstribng cieims
to hold may already be owned by the City, and that is known
as Ox Bow Loop, whlcﬂ was the subject before in cons1derable
negotlatlonq between tﬂe surface owner of the property,
and it was contemplated When Mr, Armstrong was granted
the contract that he had prior, that by its terms, that
he had no further rlghts under the lease with respect to

i

the Clwy ﬁ 1nterests, because he was requiref}, at the end

g
PR

of the 1ease, to surrender it peacefully and glve§the/C1ty

the rlghts that he had acqulred ‘that were: necessary to

4

operate- iL

{ r‘./'/ : (0
77 'CHATIRPERSON CORY: We have a motion and a second

Ehet’the staff proposal be approved.

Any questions from the Commissioners?‘ Anybody
else in the audience on this item?
/ All those in‘favor,‘signiﬁy by saying aye.

(Ayes.) L " . 7

CHAIRPERSON CORY: The motion is carried. .

I haﬁe to excuée myself. ~ Carl D' Agosrlno W1ll
sit in and take ovef from here.{ I wish you/God speed in’
youiﬂdeliberations.

4 (Thereupon‘Chairger;onibory left the
meeting an&erf CarkSD'Agostino assumed
“the position of Temporary”Chairperscﬁi)
CHATRPERSON D'AGOSTINO; Let's take a five-

R
i

[
{

e

y
£
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I»
minute recessﬂ
(Jhereupon a brief recess was taKen.)

CHATRPERSON D'AGOSTINO: We reconvene the meeting.

We're hack to Item 18.

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

" how the meeting is proceeding.

b Mr, D'Agostino, due to Mr. Cory's departure
and.theyp?ovisions of Section 7.6 of the Government Code,
it has been agreed that you will participate'and act as,
Chairman of the meeting without vote, and that the two

voting memebers, for the rest of the meeting, w1ll be
/f
Ms. Morgan and Mr. Ackerman i

e
N

CHAIRPERSON D'AGOSTINO: Proceed with Item 18.
EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Item
18, as you recall, was brought to the Commission list week.

Ir s an operational audltg by De101tte, Haskins and

o
S

\ 5

We are asklng thaL the Commlss1on accept for

%U

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

De101tte, Haskins and Sells are here to make

’ /

a repdit to the Commlss1on and 1f they would come\forward

at this time.
MR. STEVENS: My name is Paul Stevens, and 1
work with Deloitte, Hazkins and Sells. In €he” audience

N
1

,«e
|
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the work.

summarize thlS 1

N v W

paid, but we will be. ' . _ o

\\]\ VY /// . ) ' /i i

with me is Mr.\John Gedney (ph.), prOJect managcr for this

and Mr. Bill ﬂkeen who was oux lead conqultant for

!
i

work,

#~ In the interest of time, I ‘would be happy to
’ i rather lengthy,

If you would prefér we could 51mpty respond
to any questlons that you mlght\have on it.
had a Chunce to at least partially read the recommendatlons

COMMISSIONER MORGAN : |

I donqt have amg;questions.

I'm the one tliat held up the digscussion at the last meeting

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

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

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

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

MR. STEVENS: Thank you

" CUMMISSIONER MORGAN:

We hawe billed. We have not been

MR. STEVENS:

H

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 tlme
EXECUTIVE_ OFFICER NORTHROP :
COMMISSIONER MORGAN: «And to dirfict the staff

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

"1 assume everyone

Did you get pald yet? }

Accepted for review. |
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