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PROCEEDI NGS

ACTI NG CHAI RPERSON ARONBERG: Let's call this
meeting of the State Lands Comm ssion to order. All of
the representatives of the Comm ssion are present. ' m
Ci ndy Aronberg, and |'m Deputy Controller for the
Environnment to State Controller John Chiang. l''m joined
by Lieutenant Governor Abel Mal donado and Cynthia Bryant
who represents the Department of Finance.

For the benefit of those in the audience, the
State Lands Comm ssion adm nisters properties owned by the
State as well as its mneral interests. Today, we will
hear proposals concerning the |easing and management of
t hese properties.

The first item of business is the m nutes from

the | ast nmeeting. May | have a motion to approve the

m nut es?

ACTI NG COMM SSI ONER BRYANT: Move approval.

ACTI NG CHAI RPERSON ARONBERG: Do we have a
second?

COVM SSI ONER MALDONADO: |'Ill second the notion.

ACTI NG CHAI RPERSON ARONBERG: Al'l in favor say
aye?

(Ayes.)
ACTI NG CHAI RPERSON ARONBERG: The m nutes are

approved unani nously.
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The next order of business is the Executive
Officer's report. M. Thayer, may we have your report.

EXECUTI VE OFFI CER THAYER: Good mor ni ng, Madam
Chair and menmbers of the Comm ssion. 1'd |like to devote
t he Executive Officer's Report to review of the audit
which will be conducted on the State Lands Conm ssion
We've provided a | ot of material to the Comm ssioners
offices, but we're in a public forum here, and | think
it's important to discuss what's happened and what wil
happen in the future and be avail able to answer questions
should the Comm ssioners have any on the whol e process.

So this will take several m nutes. And we've
di stributed copies of several different pieces of
information to the Conmm ssioners that 1'll refer to.
There's an initial letter from Senator Cogdill. There's a
staff response, which was mailed to the Audit Commttee,
and then finally a revenue history for the State Lands
Comm ssi on.

So to review this, by way of background, on July
21st, Senator Cogdill released a letter, which he had sent
to the Joint Legislative Audit Commttee on which he
serves as a menber. It raised concerns about whether the
rents to the State Lands Comm ssion were being kept
current. And the particular concerns that were expressed

in the letter were over the effect of | ease hol dovers,
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whet her or not the rent reviews were timely, a pipeline
rental fornula, and the negotiation results for several
specific | eases.

| want to start by saying that staff, and we
believe the Conm ssion, operates fromthe prem se that the
public should obtain fair market rent for the public's
| ands. And generally, we think, and the regul ations
provi de, that the annual rent should be nine percent of
t he apprai sed value of the land. And that formula is
pretty good, because it moves with inflation. So as
property becomes val ued higher, our rents go up. Each
| ease is individually negotiated and someti nmes particul ar
circunmstances can cause different results.

As | say, |'ve provided you with copies of the
Comm ssion's revenue history clear back to 1938, which is
when the Comm ssion was established, and I'm sorry for the
fine print there.

But Senator Cogdill's letter focuses really on
the sixth colum over fromthe left, the one entitled
"Surface Rentals". These are the rents that are charged
for things |like marine termnals or other kinds of
devel opment that are |located generally on dry |and or
mari nas on wet property, but it's meant to be
differentiated fromoil revenues.

And as you can see, the surface rentals are a
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fairly small portion of our overall revenue total, which
is almost to the end on the right-hand side as a colum of
the total revenues. So our cunul ative total through | ast
year was about $8.8 billion. And of that, the surface
rental s was about $200 m Ilion.

| think you can also see, by |ooking at this
colum, that the annual revenues fromthe surface rentals,
when you | ook at the second page there in particular, has
steadily climbed. We were down there a little over $5
mllion just 15 years ago in 1994-95. And this has
climbed to what's really around $12 mllion to $13 mllion
right now. The 20 mllion, which is shown for '08-'09, is
an anomaly, and we don't want to claima |lot of credit for
t hat, because it includes back rent that was paid by
Chevron for the Richmond Long Wharf and we renegoti ated a
| ease there, but we're at about 12 or 13 mllion right
now.

And those increases conme, in part, because of new
| eases. We steadily have nore | eases as we progress. But
most of that increase comes fromthings the staff is doing
to increase the revenue to the State. So we act on the
five year rent reviews, which are part of every | ease,
every rent-paying |lease. And there are a bunch of those
in this calendar -- this agenda. If you |l ook through it,

you' |l see there are a | ot of them where we're raising the
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rent, and they show up in every agenda.

Ot her things that contribute to the amount going
up are the annual Consumer Price Index adjuster that we've
started putting into the l[eases just in the last 10 years,
with the idea that instead of waiting for the five-year
rent review, we can adjust annually with rents to keep
them current. And then finally, of course, the rent
adj ustments that occur when we renew a | ease.

Comm ssion staff, in response to the letter from
t he Senator, prepared a written response, which went to
the Commttee and, of course, copies were given to the
Comm ssioners. Their response was intended to provide
some factual background, correct a couple of m stakes in
the Senator's letter, and suggest inprovenments that the
Comm ssion could make in response to the concerns raised
by the Senator.

Of course, notwi thstandi ng that response, the

Comm ttee did approve the audit, and we expect that audit

will start next nonth and take somewhere around five
mont hs.

And of course, we will cooperate fully with the
audit. As we've already gotten a letter fromthe Auditor

General's Chief Counsel asking us to notify staff not to
delete material unless it was in the normal course of

busi ness. And we've sent an Email around to staff to make
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sure that's going to be foll owed.

We' [l return to the Conm ssion when that audit is
done and discuss what changes, if any, are suggested in
t hat audit, and how we should react.

However, in the interim | think it's inmportant
that we -- | think we both can and should move forward
with the changes that we already believe are appropriate
based on the Senator's first letter. And I'd like to go
over those. There are four of them Three were nmentioned
in our response and we've added one nore.

The first one would put a requirement on all
future | eases that the applicant would have to apply for a
renewal two years before the | ease would expire. That
woul d start the whole process that much sooner, if there's
an environnmental review that's needed. And that's one of
the reasons the oil termnal | eases have gone into
hol dover frequently, where we want to see an EIR for that
because of the risk of oil spill. And that's not settl ed
| aw.

And the oil compani es have resisted that at
times, and it's taken awhile to get that done. But |
think starting two years before the | ease expires will get
us goi ng sooner and we can resolve these issues sooner.
We've devel oped this option actually earlier this year,

where we were doing an internal review of the hol dovers
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and | ooking for ways to prevent them

The second recomendati on would be if the |ease
is in holdover, we should conduct rent reviews to make
sure that even if we're under the old | ease, we're
charging current market rents. W' d already started to do
t hat . In fact, for the EI Segundo Marine Term nal |ease,

which is in holdover, we brought a rent review to the

Comm ssion | ast year. It wasn't the new | ease, but it
brought them up to the current rent. And there also wil
be -- we'll be bringing an agreement for them to pay back

rent, so that during the hol dover period, the rents wl
be rai sed even higher than they've been paying right now.
But we're going to do that on a regul ar basis.

The Senator took note of a pipeline rent formula

that's in our regul ations that was established |ast in

1980. It provides that the Comm ssion will charge rent
for pipelines of two cents per dianmeter inch per |ineal
foot. So the idea is, you know, we're going to charge

based on the length of the pipeline and also the wi dth of
t he pipeline.

We agree that 1980 is a long time, and that
formul a should be updated. And we'll be bringing back an
updated formula for the Comm ssion to approve. And we
have to go through the regulatory process to do that.

However, the Senator's letter doesn't take note

J&K COURT REPORTI NG, LLC (916)476-3171




© 00 N O O b~ W N Bk

N N NN NN R R P R R P R R R R
g b~ W N P O © 0 N oo 0o O N P+ O

of the fact that when you | ook at our regul ations, we have
two met hods of calculating rent for pipelines. And one of
themis the one that he highlighted, but the other one is
just our standard nine percent of appraised value charged
based on the right of way used by the pipeline. That does
generate a current market rent, and we've been using that
right along. So the effect of not updating that 1980's
formul a does take away one tool we have for cal cul ating
rent, but it doesn't limt us fromcollecting market rate
rents. And that's sonmething that's been lost in the

di scussi on.

We woul d al so probably include a CPlI inflater for
what ever we set, because whatever we set will be out of
date a year later, so we need to do sonet hing. Rat her
than com ng back to the Comm ssion every year with a new
regul atory change, let's put sonmething in there so it wil
automatically adjust.

And finally, the last point is that we're going
to continue to pursue addi ng auditor positions during the

budget process. W've attenpted to do that the | ast four

or five years. W have one auditor. At one time we had
four. The one auditor is able to do about 30 -- well, he
did 32 audits | ast year. So we have some limtations

there. We try and, of course, focus that resource on the

| eases that pay the most noney. But if we had nore
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auditors we could do a better job.

So, in terms of how to inplenment all this, staff
is currently working on an internal process outlined,
which will inplement the non-regul atory aspects of these
regul ations, which are all of them except for the $.08
per -- excuse nme, the pipeline formula. This outline wil
include other intermedi ate deadlines and staff review
protocols. The outline will guide staff. It will be an
i nternal working document that will guide us in the
future. We hope to have that finalized next month. And
we'll certainly send copies to the Comm ssioners. I f you
have any comments, we'd be eager to hear them But the
point is we want to start doing this now before the audit
is done.

The new pipeline fornula, because it has to be
done through the regul atory process, will take | onger. It
wi Il probably take us a couple nmonths to make sure we get
the right figure. W're going to use our appraiser for
that. We'll probably | ook at what other states are
chargi ng, what the Feds are charging, what private
| andowners are charging to come up with an amount, which
IS reasonabl e.

And then I'mtold it takes 6 to 10 months to go
t hrough the OAL requirements. Sometimes |onger if we get

a | ot of negative coments, that kind of thing. But we're
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going to start that process, but it won't be done until
next year.

And obvi ously, even though we're starting this
now, there may be additional things that the auditor
recommends. And, of course, we'll look at those with the
Comm ssion when that happens.

So that's where we are on this. | wanted to make
sure the Comm ssion was up to date on the whol e process,
not only how the auditor is working, but in terms of how
staff is responding to that on your behalf. And I'd be
happy to respond if the Comm ssioners have any questions.

COWM SSI ONER MALDONADO: Hi-tech here.

| just wanted to make a coment that there's no
secret, the State Lands Conm ssion is a Public Trust. And
| just hope that in these next couple of weeks or months
that we are -- we expedite the process to get all the
information to JLAC. You know, it's a review. And if
we' ve done a good job, then we're going to get a good
revi ew. | f we have not, then there's going to be a bad
review. And | just hope that we're up front i mmedi ately
on all that they ask. And | think that shows that the
State Lands Comm ssion has been doing their job.

Now, on all these other issues that Senator
Cogdi Il has asked, I"msure if the staff does that on the

ot her ones, we can get them and get themto us sooner
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rat her than later, so we can nove on and get this off the

top of the State Lands Comm ssi on.

EXECUTI VE OFFI CER THAYER: Thank you. We'l |l do
t hat .

Well, that conmpletes the Executive Officer's
Report.

ACTI NG CHAI RPERSON ARONBERG: Do you want to tal
about any enforcenment itens?

EXECUTI VE OFFI CER THAYER: No, they're all kind

k

of percolating along, much as they were |ast time when we

di scussed. We have two new ones on the regul ar cal endar
t oday, but the others are still works in progress.

ACTI NG CHAI RPERSON ARONBERG: Gr eat . Thank you
very much, M. Thayer

The next item of business is the Consent
Cal endar. \What itenms have been renoved from the Consent
Cal endar, M. Thayer?

EXECUTI VE OFFI CER THAYER: ltem 37 will be

removed, because there's some discussion about making the

| ease a little bigger, and we'll hear that at a future
meeti ng.

ltem 25, we thought this issue had been worked
out . However, there's a speaker slip in fromthe | essee,
and so we renoved 25 from the Consent Cal endar and hear

that at the end of the nmeeting.
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|'d al so note that just, as a technica
clarification, Item 31 has an exhibit that shows a pier
down -- not a pier, an outfall down at the ElI Segundo
facility and it depicts it much shorter than it actually
is, the length is |onger. However, the |lease is
cal cul ated on the correct area that's the | arger area.

And then finally, Item 54 which |I thought 1'd
mention now is on the regular cal endar, but it's being
removed because both the notice and the staff report were
based on an agreed upon or a |ease which we'd hoped was
going to be agreed upon both by Comm ssion staff and by
the Seacliff Col ony Association. The association did not
agree with that |lease ultimately. And so that has to be
removed.

Just for your information, we have a number of
speaker's slips fromthem They would Iike to address the
Comm ssion in the public coment period. They have a
counter proposal, and we're likely to bring that back in
Oct ober when we've had a chance to review it, but the
notice wouldn't allow us to hear that at this Conm ssion
meeti ng.

So, to sum 25 and 37 are renmoved fromthe
Consent Cal endar this nmorning.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

| also have a speaker's slip here for Item 44,
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Jani ce Dunn. Ms. Dunn, are you here?

(Hand raised.)

ACTI NG CHAI RPERSON ARONBERG: It |ooks like this
itemis probably going to go through. Do you still want
to speak on it at the end of the meeting, because we can
remove it fromthe Consent Cal endar or we can just let it
go t hrough.

MS. DUNN: No, that's all right.

ACTI NG CHAI RPERSON ARONBERG: Okay, great.

So is there anyone else in the audi ence that
wi shes to speak on an itemthat is still on the Consent
Cal endar ?

Okay, seeing none, let's take the remai ning group
of Consent items up for a single vote.

Do | have a nmotion?

ACTI NG COMM SSI ONER BRYANT: "1l nove approval
of the Consent Cal endar.

COMM SSI ONER MAL DONADO: "Il second.

ACTI NG CHAI RPERSON ARONBERG: We have a motion
and a second.

Al'l in favor say aye?

(Ayes.)

ACTI NG CHAI RPERSON ARONBERG: The Consent

Cal endar is approved.

Let's move on to the next item | think we've
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got an informational report fromthe Lieutenant Governor,
who' s requested an opportunity to address the Conmm ssion
about his recent trip to the Gulf of Mexico.

COMM SSI ONER MAL DONADO: First of all, thank you
for that. And | just wanted to give a brief report to the
Comm ssioners obviously on what | did when I went over to
the Gulf. To me it was a trip on July 26th that | didn't
know what to expect, but obviously was very excited about
going to this area to see what has happened under the
circumstances that they were in with connection to what we
have here in California.

First of all, I learned that no one could tell me
how many off-shore platfornms were in the Gulf of Mexico.
Sonme people said 3,100, some people said 5,400, sone
people said 2, 800. | came away that there is a hell of a
| ot of platforms off the coast of Louisiana. And | think
that's what was very, very inportant. In California, we
have 27.

| also came away that the ones in Louisiana are
very, very high pressure and several of them are very,
very deep, which are the ones that created the problem
In California, we're not as deep. W're very shall ow
wel | s.

But | can tell you that when |I first arrived in

Houma, Louisiana, | first went to the Incident Conmmand
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Center. And by that, there was three |Incident Command
Centers, one in Houma, one in Houston, and one in Florida.
And they were all somewhat mrrored after what we do here
when we have a fire with Cal Fire. So we had some retired
Cal Fire folks there that were going through the process
of telling them how we do it in California. So |I was
happy to see that.

Al so, to see a |ot of environmental folks from
California, from UC Davis, doctors, on the wildlife that
were there. They would wink an eye at me and say we're so
far ahead of what they're doing here, which |I thought made
me feel very, very good. But neverthel ess, what had
happened was so, so big and no one would know what the
ram fications would be down the road.

Through that process, | had the opportunity to
fly out over the Deep Horizon Well. And as you can see
that they call that sheen toward the area. | arrived 10
days after they had capped it. There was still a | eak,
but we could still see sonme remmants. And through that
process, | got to learn a little bit about boom which is
a material that holds and contains oil after there's a
spill to keep it fromcomng to the mainland and so forth
or different protected areas.

There was about 836 mles of boomlaid out there.

And | don't remenber the name, but there was a hurricane
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that came in right after that, and di splaced about 650
mles of boom And they had to go back and place it. So
it was amazing to see all these fisherman everybody com ng
together to try to place that. And then obviously then we
arrived to the incident area, which, you know, it was kind
of sobering to see what had gone out there.

And what you see there on the top was a big
floating platform which was a relief well. And here you
have a group of folks who are drilling a relief well.

First of all, they go through about 5,000 feet of water,
and then there's no drilling there obviously. But once
they get to the base of it at 5,000 feet, which is a mle,
they drill about another 15,000 to 16,000 feet into the
ground, ocean bottom And then they curve it at the
bottom and they have to hit about a seven and five inch
pi pe, which really is amazing.

And the guy that was doing that said he's never
m ssed. And it just goes to show you the technology. And
they did one on the right side and they did one on the

|l eft side. And | didn't realize how they were trying to

cap it, but the goal was to drill into that pipe and | oad
it up with mud and cenment. And load it up so much that as
it filled up, the pressure of it eventually would stop the

well from | eaking.

And obviously they did it. And what was really
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interesting, and it hurt a lot, was to see in the m ddle
of it, you can see there that ship in the mddle. That's
where Deep Horizon was. That platform sunk all the way to
t he ground, but there was, | think, about 160 people
wor ki ng on the platform 11 died. It's really a mracle

t hat nore people didn't die. But they junped off and they
went to ships that were in the area. And | can tell you,
that that's for that, it was just -- | kind of got
teary-eyed when | saw that.

But through that process, there was a coupl e of
things that | take away from that process, and | hope that
California can inmplement here.

Number one, you know, going through this process,
| ooking at a, what we call, a oil response plan.

Currently, we have a seven day response plan in
California. The Gulf had a seven day response plan in
California. And | think it's inmportant that maybe this
Comm ssion | ook at maybe inmplementing or |ooking at what
the federal government is now doing and maybe i nmplementing
a 30-day response plan fromthe 27 oil |eases that we have
of f the coast. Not saying that they're going to bl owup

i ke they did out there, but just to be prepared.

| represent coastal California. And | must tell
you that in my district, in my former district, the life

bl ood was tourism and, of course, the protection of the
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coast. And | just think we need to be on par, because the
whol e coast of California is what brings a |ot of tourism
to this great state, and maybe | ooking at a 30-day
response plan fromthe fol ks that have | eases.

And al so what | |earned, | had an opportunity to
sit down with our coll eagues in Louisiana, State Lands
folks. And | asked them about their plans. Obviously,
the | obbying core is a |lot different in Louisiana when you
5,000 wells conmpared to 27 wells. It just goes to show
you the influence that's in Louisiana. They expl ai ned
that to me.

Through that process, | was kind of surprised to
hear from themthat this could have been prevented.
However, they were waiting to see what the reports were
going to be after a 30- or 40-day or six-month process of
how t hi s happened. Some fol ks said that, you know, there
was just m stakes made, and they will be getting to the
bottom of that. They did mention that some of the
m st akes were probably tied to money, you know, but they
weren't sure about that. They wanted to get to the bottom
of that. So I'm |l ooking forward to seeing what's going to
happen with that.

One thing that they are going to be inmplementing
and it's something that | think we ought to maybe take a

| ook at it. | oppose off-shore oil drilling. | al ways
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have, so | don't see any wells popping up on our
California coastline. But we do have property that's off
the California coast, that's in the federal hands.

| think we need to | ook at having a third-party
verification if that process ever goes through again.
That's something they're going to be doing. And | think
it's inmportant, as it moves forward for them that when
they start the process of drilling, there is a third-party
verification there watching what they're doing so there
isn't any shortcuts. ['1'l repeat nyself.

When you have 4,000 to 5,000 wells in the Gulf,
they're going to continue to drill. And that's sonmething
they're | ooking at. Us, it's totally different, but I
think it's something that we ought to |look to if something
was to change in the future.

You know, | just think just to synthesize of what
t he outcome of the whole trip was, is that the people of
Loui siana were hit hard by Katrina. And many businesses
said to me, you know, we were so happy when we won the
Super Bowl, and it was bringing back the morale in the
city that was hit so hard by Katrina, and to have this
hit, a ot of the people says what's next for us. And I'm
hopi ng that there's nothing next for them Maybe they can
win a Super Bowl again, | don't know.

But all | can say is that their tourism was

J&K COURT REPORTI NG, LLC (916)476-3171




© 00 N O O b~ W N Bk

N N NN NN R R P R R P R R R R
g b~ W N P O © 0 N oo 0o O N P+ O

20

somewhat hit. We visited some hotels. We visited a bed
and breakfast that was very popul ar there in Louisiana.
And | asked them how it was. And it was kind of a repeat
of, you know, it's the life blood -- tourismis the life
bl ood of Louisiana, but so is off-shore oil. How do we
keep them together. And third, but not |east, the fishing
i ndustry. And we have that here too.

| mean, we have the fishing industry, we have

tourism and we have oil wells. So | think those two

things that I'm | ooking at recommending i s something that
this Comm ssion ought to | ook at. "' m not stuck on the
| anguage. I think I can be open m nded and reasonabl e,

but it's something that com ng back fromthe trip brings

it up. | am going to have a meeting with some of the
fol ks that do have platform | eases out here. I"d like to
see their plans on oil spill prevention.

And, you know, we heard a | ot of runors of what
t he plans were in Louisiana. Some of them were what we
heard, but all in all, people were doing their best to
clean this place up.

And just a shout out to the State enpl oyees of
California. They were over there working very, very hard.
And, you know, we always get caught up in this notion of
State empl oyees taking a beating for pensions and all this

other thing. All | can say is that they were dedi cated
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State enmpl oyees of California working very, very hard to
hel p the people of Louisiana, whether it be in prevention,
clean up, wildlife protection. | was thoroughly,

t horoughly inpressed with that. And we ought to comend
them for all their hard work during these difficult times.

There were tours. They would show up for 10

days, |eave for 10 days, come back. Peopl e were
exhaust ed. But to see 42,000 people in action trying to
clean up an oil spill was really, really amazing

And, you know, at the end of the process, | think

t hey were somewhat organized, and |I'm glad that California
had input in that. So | just wanted to give the
Comm ssion that briefing.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

EXECUTI VE OFFI CER THAYER: If I could just
respond to a couple of the points that the Lieutenant
Governor made. We've been in contact with the Lieutenant
Governor's office on several of -- these two points, the
third-party verification, and the seven-day contingency
plan. And we're | ooking at how we can respond to those
suggesti ons.

As | know the Lieutenant Governor knows, the
contingency plans deal with how to respond to an oil spil
should it occur. And those respond to regulations that

are put out by the Office of Spill Prevention and Response
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and the Department of Fish and Game. We also | ook at
t hose plans, but we don't have the same kind of review
authority over them But we're partners really with OSPR
and we'll be working with OSPR on what would work best.
And we can certainly convey the Lieutenant Governor's
concerns. Although, | know he's doing that personally as
wel | .

On third-party verification, we're | ooking at
that as well. We think that it may be, and we have a
report comng up later in this agenda, about what we can
do to better or inprove our programs that -- the State
Lands Comm ssi on progranms, and |looking at a third-party
verification issue.

We think the problemin the Gulf m ght very well
have been that you had all the wells and the | eases that
t he Li eutenant Governor refers to. And | understand that
they MMS staffing in the Gulf is the same as it is for the
Pacific. And as we know, the Pacific is a fraction of the
activity that you have in the Gulf. And so a |ot of the
oil conpanies in the Gulf were self reporting, and self
moni toring.

And so in that circumstance, there wasn't MVS
staff to go out there and do their verification. And in
that circunmstance, third-party verification makes a | ot of

sense. Because we have so many fewer wells and fewer
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pl atforms and don't have new | eases going, our staff is
abl e, along with Department of Conservation that al so has
a regulatory role over the safety equi pment on wells

t hroughout California, including offshore, is able to go
out there. And when wells are drilled, they're so

i nfrequent these days, we're out there witnessing it and,
in effect, providing perhaps the equival ent of that.

But we need to | ook further into that to see
what's meant by third-party verification. Are we really
acconplishing the same thing or do we need to do somet hi ng
more about it?

COWMM SSI ONER MAL DONADO: Thank you.

EXECUTI VE OFFI CER THAYER: And we'll do that.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

ltem 48 is a report regarding the Bolsa Chica
restoration project. Jim Trout is here to give the
report.

(Thereupon an overhead presentation was

presented as follows.)

MR. TROUT: Thank you. It will only take a
couple of mnutes. The Comm ssion staff has been involved
in the restoration and saving of the Bolsa Chica Low ands
since 1970, when the title issues first came up. This was
a proposed site of sonme 5,800 dwelling units, as Orange

County proposed to expand significantly in the residential
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area.

In 2004, the Comm ssion, along with several other
State and federal agencies, started on the physica
restoration of the Bolsa Chica area, and this is just a
gqui ck update on what's happened so far.

--000- -

MR. TROUT: Thank you.

And | guess | don't know what |'m doi ng here.

Okay, this is what it |ooked Iike in 2004, and
this is an active oil field with about 300 to 400 wells.
And they're spaced throughout this whole area. And it's
been a producing oil field since 1950.

--000- -

MR. TROUT: Here's what it |ooks |ike now. The
oil wells in that area were removed. As you can see, an
ocean entrance was put in here to restore this area to the
ocean, to conmplete marine cycling.

--000- -

MR. TROUT: And then we're monitoring the
progress. We're trying to determ ne how successful the
area has been. So this is the second annual report.

--000- -

MR. TROUT: And these are the areas that are

involved. This is the full tidal area that you saw. |t

has full influence of the tide. This is a limted marsh
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area that is very restricted. These areas back here are
mut ed tidal areas, and they receive just a portion of the
daily tides. And then seasonal ponds are down here. This
is a future restoration area. And this is a very actively
remaining oil field, although there's sonme wells in here.
This is what we call the future full tidal area,
t hat as soon as the oil plays out -- right now under oi
prices probably 25 years. W have funds set aside to also

restore that to tidal influence.

--000- -
MR. TROUT: And this is just -- I'Il go through
t hese quickly.
--000- -

MR. TROUT: These are some of the birds that have
been there. The Savannah Sparrow is a federally
endangered speci es.

--000- -

MR. TROUT: The Snowy Plover is a threatened

species that tends to nest in the area.
--000- -

MR. TROUT: And we're seeing excellent
restoration of a fisheries nursery. For exanmpl e, we have
hal i but here. And these are -- this is a Round Ray, and
perch and the fish here.

These are all young of the year. These show t hat

J&K COURT REPORTI NG, LLC (916)476-3171




© 00 N O O b~ W N Bk

N N NN NN R R P R R P R R R R
g b~ W N P O © 0 N oo 0o O N P+ O

26

the restored wetlands are a significant nursery area for
pacific fisheries. And these are -- this gives you an
exampl e of the fishes that the birds prey on nostly,
al though bigger fish also eat them But these are the
basic food chain for the marine birds.

--000- -

MR. TROUT: And this is the vegetation
monitoring, just to show what's going on. The benthic
monitoring that's what's in the nud at the bottom of the
| agoon. We've got scallops. W've got crab, shrimp and
sea slugs, if anybody is interested in a sea slug.

--000- -

MR. TROUT: The problem with any ocean inlet is
that it tends to silt up. And under natural conditions,
they will totally silt up until a big winter storm cones
and reopens the inlet.

Now, because of all the dams and ot her
activities, these natural occurrences are no |onger there.
So we have to dredge this area about every two years.
That's where it's showi ng.

And this was what it was two years ago. And t hen
the right-hand slide was during the dredgi ng when we got
rid of nmost of the sand. We're just about to start
anot her dredging episode this fall, probably in early
Oct ober .
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--000- -
MR. TROUT: And then this is what's yet to be

done. We're going to nmonitor in year four to just

birds -- sensitive birds on the beach. And year five,
which starts in October, will be a full monitoring year.
And then 6, 7, 8, and 9 will just be beach and sensitive
monitoring. And then year 10, we'll have a full and final
monitoring year. And, at that point, we'll have met all
the permt requirements. And we hope that it will be as
successful then as it has been up till now. So just to

gi ve you an update.
--000- -

MR. TROUT: Ms. Aronberg, | think, is the only
one that's been there. She was there for the
groundbreaking in 2004.

Thank you.

ACTI NG CHAI RPERSON ARONBERG: Thank you, Jim

EXECUTI VE OFFI CER THAYER: Jim we didn't tell
you about this, but we have one other part of the show
t hat we want you to participate in, if you wouldn't m nd
com ng up on the stage.

EXECUTI VE OFFI CER THAYER: It looks like it was a
surprise.

Jimis probably one of the |ongest working staff

for the State that's ever been. He started working for
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the State in 1953. | was in diapers at that point, and
|'"mretiring now So it kind of shows how |l ong he's been
around. He first retired -- and he worked for a number of
different State agencies, including the State Architect's
Office, the Department of Finance. He was a budget

anal yst there working on capital outlay. And then he canme
to the State Lands Comm ssion in 1967. | was starting Cal
at that point and he already had a career under his belt.

So anmpong the things that he worked on was
obviously Bolsa Chica. And he's been doing that, what,
since the seventies?

MR. TROUT: Yes.

EXECUTI VE OFFI CER THAYER: And it's a job that's
taken a long time to get done with. There were
originally -- the State only owned a small portion of the
eventual wetlands. The State Lands Conmm ssion hel ped
broker a deal with the ports of L.A. and Long Beach, where
m tigation that they needed for inmportant infrastructure
projects was going to be created at Bol sa Chica and they
contributed over $100 million to the restoration there.

So Bol sa Chica not only has restored wetl ands,
but it also has facilitated inportant econom c devel opment
in the state.

And Jimretired in 1995. And since then, he's

been a retired annuitant. And thank God he's kept worKking
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on Bolsa Chica for us, because nobody knows it the way he
does.

Now, he's not indicated when he's going to stop
yet . He hasn't said |I'm done at the end of this year, and
this sort of thing. But some of the staff came to me
several weeks ago and said, you know, he's beginning to
check out.

(Laughter.)

EXECUTI VE OFFI CER THAYER: You know, he's got
ot her things he wants to do.

(Laughter.)

EXECUTI VE OFFI CER THAYER: He's training up his
repl acenments, so that somebody el se can handle it. He
even m ssed one of the working group meetings, which was
unheard of. He's been chair of that group for a |ong
time. So we didn't want himto fade away |i ke the
Cheshire Cat wi thout recognizing everything he's done for
what is really one of the nost important environment al
resources in southern California.

Let nme just say a couple words about that too.
The State now has | ost 91 percent of the coastal wetl ands
in southern California. So the thousand acres or so or
1,200 acres at Bolsa Chica is a really significant portion
of what's left. And the fact that we are able to bring

t hat back from the unremedi ated, degraded wetl| ands t hat
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t hey' ve become because of the oil devel opment and ot her
di king and | eveeing is really great for the State, and is
really a tribute to all of Jims hard worKk.

So in order not to let this pass, |I'm-- he may
be back before us. | don't know. | don't want himto
think that we're trying to kick himout the door here.
It's just we want to make sure that he's recogni zed while
he's still here.

So we have a resolution here that we'd |ike the
Comm ssion to present to honor Jimfor all of his hard
wor k. We don't have signatures on it, but we're going to
circulate this and everybody can -- we can get all the
Comm ssioners to sign it that way. And | don't know if
any of the other Comm ssioners wanted to make any coments
as wel .

ACTI NG CHAI RPERSON ARONBERG: You know what, |
would like to read this excellent resolution into the
record, Jim if you don't m nd.

MR. TROUT: Go ahead.

ACTI NG CHAI RPERSON ARONBERG:. This resolution
honors you and you deserve to have it read into the
record.

"Whereas Jim Trout served the California

State Lands Comm ssion with distinction for over

28 years as a full-time enmployee and has served
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the State for a total of 57 years; and,

"Whereas Jim has served the California State
Lands Conm ssion as a retired annuitant since
November 6th 1995, nmost of that time in the
capacity of Project Coordinator for the Bolsa
Chi ca Lowl ands Restoration Project in Orange
County; and,

"Whereas the restoration of Bolsa Chica is
one of the |l argest wetlands projects ever
undertaken in the United States of America; and,

"Whereas Jim has |l ong had a vision and a
passion for preserving and restoring the Bol sa
Chi ca as habitat for the benefit of fish and
wildlife and for the enjoyment of citizens of
California and el sewhere; and,

"Whereas Jim worked tirelessly in many
capacities to ensure that the Bolsa Chica
Lowl ands woul d be avail able for restoration,
including traveling to Washington D.C. to meet
with members of Congress and the federal
adm ni stration; and,

"Whereas Jim has been a friend, advisor,
supporter, cheerl eader, and chair of the Bol sa
Chica Wetl ands Steering Commttee of

representatives from ei ght agencies, both State
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and federal, providing insightful direction,
cruci al anal ysis, and meani ngful conmment
regarding its actions; and,

"Whereas Jim s | eadership, good judgnment, and
cal m and pl easant demeanor have been instrunental
in the Steering Commttee's ability to achieve
consensus on all major decisions, a feat rarely
achi eved in government or the private sector;
and,

"Whereas Jim s unique conbination of insight,
intelligence, and persuasive ability have
provided a steady direction to the restoration
proj ect when |esser individuals would have
abdi cated the responsibility; and,

"Whereas future generations of Western Snowy
Pl over, Belding's Savannah Sparrow, California
Least Tern, and over 40 species of fish and ot her
assorted rare plants and wildlife will owe their
very being to Jims unstinting dedication to
t heir cause; and,

"Whereas the Comm ssion and the peopl e of
California have truly benefited fromJims wi se
counsel and gui dance | eading to the adoption of a
final design for the restoration project through

t he opening of the ocean inlet on August 24th,
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2006, and the critical first years of the
project's operation;

"Therefore, be it resolved, that the
California State Lands Conmm ssi on expresses its
adm ration and appreciation to Jimfor these
significant acconplishments and wi shes himthe
very best as he wi nds down", or doesn't, "his
exceptionally productive and | ong extended career
as a retired annuitant."

MR. TROUT: Thank you very much, Cindy.

(Appl ause.)

EXECUTI VE OFFI CER THAYER: Jim before you go, |
t hi nk we should have a presentation, perhaps a picture
with all the Comm ssioners.

COMM SSI ONER MAL DONADO: Let's do it.

(Thereupon pictures were taken.)

ACTI NG CHAI RPERSON ARONBERG: The next itemis
ltem 51. And this is starting the regular agenda, is that
right, M. Thayer?

EXECUTI VE OFFI CER THAYER: 50, I think is next.

ACTI NG CHAI RPERSON ARONBERG: Wbops, okay.

EXECUTI VE OFFI CER THAYER: And that is --

ACTI NG CHAI RPERSON ARONBERG: s this the oi
spill report?

EXECUTI VE OFFI CER THAYER: This is the oil spil
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report. And presentations will occur by several different
staff members. Greg, are you first, Greg Scott?

Marina is. Never m nd. Mari na Voskani an, our
Assi stant Division Chief with the M neral Resources
Management Di vi sion.

(Thereupon an overhead presentation was

presented as follows.)

M NERAL RESOURCES MANAGEMENT DI VI SI ON ASSI STANT
CHI EF VOSKANI AN:  Thank you, Paul, and good nmorning,

Comm ssioners.

As Paul mentioned, my name is Marina Voskani an
and | am the Comm ssion's M neral Resources Managenent
Assi stant Division Chief.

At its June Comm ssion neeting, the Chair
requested the Comm ssion staff to review oil production
and marine term nal operations in State waters. And in
light of the British Petroleumincident in the Gulf of
Mexi co, a report on the Conmm ssion's oil spill prevention
activities, the effectiveness of the prograns --

--000- -

M NERAL RESOURCES MANAGEMENT DI VI SI ON ASSI STANT
CHI EF VOSKANI AN: -- and eval uate opportunities for
i mprovement in the oil spill prevention prograns.

Comm ssion staff has prepared a report addressing

this subject that is included as Exhibit A in the cal endar
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item And we will now be presenting a brief overview of
the report's content.
--000- -

M NERAL RESOURCES MANAGEMENT DI VI SI ON ASSI STANT
CHI EF VOSKANI AN:  This report was prepared by four
divisions of the State Lands Conmm ssion, each addressing
their specific functions and responsibilities with regard
to oil and gas operations in State waters.

| represent the M neral Resources Management
Division that is responsible for all oil m neral |easing,
drilling, and production activities on State | ands. | and
one other staff member from our Division will discuss
t hose responsibilities.

Fol l owi ng that, brief discussions of marine
term nal operations, surface |easing, and environnental
pl anni ng and managenment will be discussed by staff
representing the other divisions.

--000- -

M NERAL RESOURCES MANAGEMENT DI VI SI ON ASSI STANT
CHI EF VOSKANI AN:  The MRMD Division, as | said M nera
Resources Management Division, oversees all offshore State
oil and gas |l eases. W carry out those responsibilities
t hrough broad regul atory structures devel oped by this
di vision, and also through comprehensive safety and spil

prevention programs. The ability to operate these | eases
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in the safest and nost environmentally responsi bl e manner
allows for the most efficient Devel opment of the State's
natural resources and resulting in significant revenues to
the State.

Our staff are highly trained engineers and
technicians with consi derabl e experience and background in
the oil industry. All offshore State oil and gas
activities are closely reviewed and anal yzed by engi neers.
And if approved, they are carefully observed and nonitored
by State engineers, inspectors, and audited for safety and
technical conpliance by State facility auditors.

--000- -

M NERAL RESOURCES MANAGEMENT DI VI SI ON ASSI STANT
CHI EF VOSKANI AN: There are generally 18 active | eases in
State waters that produce oil and gas from four offshore
platforms and two man- made islands. As shown in this
slide, PlatformHolly is located in Santa Barbara county.
Rincon Island in Ventura County, and in Orange County, we
have Pl atform Esther, Eva, and Emmy.

Al t hough it's not a State | ease, the Long Beach
Unit operates from four man-made islands and contributes a
significant anount of revenue to the State.

--000- -

M NERAL RESOURCES MANAGEMENT DI VI SI ON ASSI STANT

CHI EF VOSKANI AN: 168 m I lion barrels of oil have been
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produced from those operations over the past 10 years, and
have generated revenues of over two and a half billion
dollars to the State general fund during that time.

Spills are extremely infrequent and of very small
Si ze. From the oil production in the [ast 10 years that |
just mentioned, spills totaling |less than half a barrel
occurred on the average each year. Even t hough most of
these spills are recorded in ounces and even drops, we
strive to achieve a zero spill record.

To mai ntain safety of these operations, it's
i mportant to have conmprehensive regul ati ons, strong spil
prevention and safety prograns.

| would |like to now introduce M. Jeff Planck our
Di vi sion's Planning and Devel opment Manager. He wi |

review our Division's regulations and safety prograns that

will include specific recommendations to further inmprove
the Division's safety and spill prevention progranms. Jeff
will also discuss the BP oil spill that occurred in the

Gul f of Mexi co.
Jeff.
--000- -
SENI OR M NERAL RESOURCES ENGI NEER PLANCK:
Thank you, Marina. Good nmorning, Comm ssioners.
Comm ssioner Mal donado actually gave mpost of my

presentation already.
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(Laughter.)

SENI OR M NERAL RESOURCES ENGI NEER PLANCK: Al l
oil and gas projects submtted to the State are processed
t hrough the Comm ssion's M neral Resources Managenent
Di vi si on, which coordinates the review with engi neering,
operations, and the Comm ssion's environmental division,
and ot her sections and divisions as needed, depending on
the scope of the project.

The review is rigorous and conmprehensive, ensures
conformance with all State regul ations, Conmm ssion
policies, and current industry practices, as well as a
t horough California environmental CEQA Act review, which
will be discussed by our Environmental Division.

If the project is to be done from an exi sting
platform an assessment of the structural integrity of the
platformto performthe project may be required as well.
A current oil spill contingency plan is also submtted by
t he applicant and reviewed by our Operations Section.

|f the project is approved, each and every well
plan is reviewed again in specific areas to ensure
adherence to the same factors | just descri bed. Qur
regul ati ons cover every aspect of the well fromthe
initial site inspection to well conpletion and producti on.

Each well plan nust be submtted along with an

approval fromthe State's Division of Ol and Gas for
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review by our staff drilling and production engi neers, and
structural or civil engineers if warranted.

At the end of the drilling phase, a production
plan is reviewed by our production engi neers, and
reservoir engineers.

--000- -

SENI OR M NERAL RESOURCES ENGI NEER PLANCK: VRMD
i nspectors make daily visits to each facility and observe
t he pipeline routes offshore and facility for any signs of
pollution and to verify general operations and royalty
production.

The detailed nonthly platforminspections have
been an essential part of MRMD duties for more than 40
years. The heart of the inspections is function testing
of the platform s system safety, alarm and contr ol
devices to ensure that they are working properly.

The monthly inspection programis vital to
ensuring that the platform pollution prevention systenms
and equi pment operate reliably. In 2009, |l ess than one
deficiency per platform was found during the monthly
i nspections.

We believe the | ow nunber of deficiencies found
during the inspections confirms our progranms and our | ease
operator's strong comm tnment to pollution prevention.

--000- -
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SENI OR M NERAL RESOURCES ENGI NEER PLANCK: Ful
safety audits are done on every state oil and gas facility
every five years to ensure that oil platfornms and the
associ ated facilities continue to meet regul ations and
i ndustry standards.

The key step is to verify that the system
safety, alarm and control system designs will protect
pl at form personnel and prevent pollution. The review
requires our audit inspectors and engineers to do an
on-site review of all the facility piping instrumentation
drawi ngs and the inspection and mai ntenance records of all
t anks, piping, and pressure vessels, the operator's
training and qualifications records, the platform
operating manual procedures for normal, upset, and
emer gency shutdown conditions, and the spill prevention
and response procedures.

Finally, we do an in-depth evaluation of the
conpany's safe managenent practices, also known as SAMS,
to gain valuable insight into the safety culture that the
operator's workers exhibit, and the effectiveness of the
conpany's safety practices.

This is an effort to reduce the human error
factors which are usually found at the base cause of the
types of disasters we saw in the Gulf.

--000- -
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SENI OR M NERAL RESOURCES ENGI NEER PLANCK: We've
come to understand the contributing factors and weaknesses
that led to the failure to control the British Petrol eum
Macondo wel | . However, more information will be
forthcom ng once the well is permanently capped to
determ ne the exact sequence of events that led to the
wel |l 's bl owout .

| nformati on gat hered at government inquiries and
i ndustry reports have pointed to certain events and
decisions that played a critical role. And a prelimnary
assessnment of our regulations and policies can be made in
I ight of those disclosures.

Even t hough offshore drilling occurs in both the
Gul f of Mexico and California, as Comm ssioner Mal donado
poi nted out, the differences between drilling environments
are consi derabl e, especially when discussing this Macondo
well. The extreme depth of the water, in the Macondo
well's case, 5,000 feet, presents a unique set of
engi neering problems unseen in California State waters.

The depth affects al nbost every aspect of the
wel |, including the bl owout prevention equipment, the rig

type, the nmud properties, the casing design, and the

surveillance of the well in general. Wells in California
State waters are rarely drilled in water depths over 200
feet.
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The production formation or oil reservoir in the
Macondo wel |l was 13,000 feet below the sea level or 18, 000
feet below the drill floor, with an estimted formation
pressure in excess of 10,000 pounds per square inch.

Most oil reservoirs in State waters produce from
formati ons between 4,000 or 5,000 feet with formation
pressures at or near normal hydrostatic pressure, that is
under about 3,000 psi.

Most wells are not exploratory, but are rather
drilled in known mature fields where oil cannot naturally
flow to the surface on its own, but needs to be punped to
the surface by artificial means, either by surface or
subsurface punps.

Whil e this does not mean that a bl owout cannot
occur, the risk is greatly reduced. Unfortunately, our
wells are drilled within three mles from shore, and any
| arge spill will almst inmmediately hit the shoreline as
opposed to the 50-mle buffer the Macondo well had.

The bl owout prevention equi pment on the Macondo
well did not close off the well bore and shut in the well
as it was designed to do. Although the cause of the
failure is still unknown. The equi pment appeared to be
configured with the necessary redundancies to conformto
i ndustry and regul atory standards as shown in this

diagram There were two of each type of preventer present
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in the stack and two control pods, which initiate the
openi ng and cl osing of the equi pnment.

It's known that the drilling crew was trying to
cl ose the preventers and knew there was a problem prior to
t he bl owout . However, none of those men survived the
expl osion to docunment their actions.

There were al so reports that at | east one of the
rounds was not hooked up right and that there were | eaks
in the hydraulic lines to the bl owout preventer stack, the

| atter of which conceivably may have been one of the

factors leading to the failure of the equipment. The
exact cause of the failure will only be known once the
well is completely capped and the bl owout preventer stack

can be brought back up to the surface.

The State bl owout prevention equi pnent
requi rements al so provide for redundancies in design on
both surface and subsea applications. The equipment is
required to be fully tested at regular intervals. And the
initial installation pressure tests are to be witnessed
and approved by the Division of O | and Gas personnel

The Comm ssion requires the function test, in
ot her words maki ng sure that they actually operate on the
preventers on a daily basis. And they have to be fully
tested at | east once a week while drilling. The test nust

be reported on the drilling record sheet on the daily well
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report sent to the Conm ssion staff.

Since all state wells are currently drilled from
fixed platforms or onshore sites, the bl owout prevention
equi pment is |located on the surface, which makes testing,
mai nt enance, and wi tnessing easier and safer.

The details of the Macondo well and the decisions
made by the BP personnel for the casing design are still
under investigation. It's also not known what | evel of
technical review was made by the regul atory agency.
However, the record shows that the decision to run the
final casing string to the surface may not have been based
on the best engineering principles, and as such, | acked
anot her mechani cal seal that mpst other deep water and
deep wells in general possess.

The casing program on each individual state well
is reviewed by qualified engineers in MRMD. And the type
of casing and proposed setting depths are based on al
rel evant geol ogi c and engi neering factors, and nust be
justified by calcul ations of conmpetency of the preceding
casi ng shoe, estimated reservoir pressure, and the
estimated fracture gradient. That is the point at which
the formation would fail at the previous casing shoe.

Staff reviews the cementing procedure for each
casing string included in the drilling program That is

after the steel casing is lowered into the well after it's
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been drilled. After the casing is |lowered into the hole,
liquid cement is pumped down the well in such a manner
that it fills the space between the drilled hole and the

outside of the casing.

It's critical to give the cement enough time to
go through this sem -solid stage, so that when it hardens
or sets, it creates an inperneable seal between the casing
and the drilled hole. Comm ssion regulations require
production casings, cement coverage to a m ni mum of 500
feet above the highest oil and gas zones, which | believe
is also the federal requirement. I ndi cations are that
there may not have been enough cement punped into attain
this on the Macondo wel |

Our regul ations also require a m ninum of 24
hours waiting on the cement to cure or the time indicated
by pre-testing of the actual cenent used at the
tenperature and pressure of the setting depth to determ ne
the proper setting time to achieve the required strength.
lt's believed that the Macondo well failed to do either.

And finally, a cement bond | og or equival ent
survey is required on intermedi ate and production casing
in the state to ensure adequate cenent fill and cement
bondi ng has been achieved. The log is submtted to staff
for review. No such | og was run on the Macondo wel .

Finally, the Conm ssion requires daily drilling
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reports to be called in or faxed to MRMD for review by one
of our engineers on a daily basis during all drilling
activity. We understand, and as Comm ssioner Mal donado
poi nted out, that because of the limted staff and the
extensive number of drilling operations in the Gulf of

Mexi co, that the MMS received these reports only on a
weekly basis and we do not know what |evel of reviewthey
wer e subj ect ed.

We can assure the Comm ssion that staff
constantly reviews industry and academ c articles and
reports, and final reports frominquires as to the cause
of every major worldwi de problem and reviews the finding
agai nst our current regulation |ease ternms and Conm ssion
policies, in order to maintain and inprove our safety and
prevention programs.

--000- -

SENI OR M NERAL RESOURCES ENGI NEER PLANCK: Our
recommendati ons are to direct staff to move forward with
updating the Comm ssion's offshore drilling and production
regul ations. We have been doing this on a informal basis
for quite awhile and we're prepared to take them through
the OAL process here shortly, probably waiting till we
find out what the exact causes of the Macondo problem
wer e.

We would |Iike for the Comm ssion to recommend to
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renew our effort from 2000 for legislation to give the
Comm ssion cease and desi st authority over operations in
State waters. We don't have the authority right now to
shut down an operation.

We would like to see the -- we've been hit with a
rash of retirements over the |ast year or so, and we'd
like to see the MRMD staff vacancies filled.

And finally, we'd like to reclassify the M nera
Resources I nspectors Series to include the Inspector
Speci alist position and adjust the pay scales to
functionally -- to provide a modern fully functional
i nspection program

l'd like to introduce now Kevin Mercier with our
Marine Facilities Division to discuss the operations on
marine term nal s.

--000- -

MARI NE FACI LI TI ES DI VI SI ON ASSI STANT CHI EF
MERCI ER: Good norning, Conm ssioners. I am Kevin
Merci er. I'mthe Assistant Division Chief of the State
Lands Conmm ssion Marine Facilities Division.

The Marine Facilities Division was established in
1990, subsequent to the Lenpert-Keene-Seastrand O | Spil
Preventi on and Response Act. W regulate and oversee
operations at marine oil term nals, where tankships | oad

and unl oad. MFD has field offices in Long Beach and
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Hercules in the Bay Area. We nonitor the operations of
term nals from Eureka all the way down to San Di ego.

The Act was actually a reaction to an oil spil
in 1990 off of Huntington Beach at a State Lands | eased
of fshore term nal . MFD is a fourth generation quality
management organi zation with an experienced marine safety
and engi neering staff.

--000- -

MARI NE FACI LI TI ES DI VI SI ON ASSI STANT CHI EF
MERCI ER: Our mandates and style -- | guess | should get
t here. Okay, there we go.

Our mandates and style are depicted in this
slide. W use a Plan-Do-Check-Act process. At the top,
we devel op regul ati ons and standards. We review and
approve operations manuals. W monitor all transfers, and
i nspect facilities. Termnals are onshore, offshore, and
mobi l e transfer units.

Our inspectors are in the field seven days a
week. We take the information that we gather fromthe
field operations and continuously feed it back into our
operations, new regul ations, new procedures.

We routinely formtechnical advisory groups to
consult with us on our proposed regul ations.

--000- -

MARI NE FACI LI TI ES DI VI SI ON ASSI STANT CHI EF
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MERCI ER: Starting in 1991, our inspectors were in the
field i medi ately upon hiring, and we were out there
ensuring that the marine termnals were conformng with
t he Coast Guard regul ati ons.

Real i zing that we could do more, in late '91 and
'92, we accepted nmost of and i mproved upon the Coast Guard
regul ations, by stewarding through California rules
t hrough the regul atory process.

In 1994, we added regulations to increase the
trai ning standards for personnel at term nals, including
the transfer of workers, management and even the outside
contractors that work at term nal s.

Term nal pipeline regulations were added in 1998,
requiring nore stringent and effective testing and
mai nt enance requirements than the federal rules required.
After 9/11/2001, marine term nal safety regul ati ons were
adopted to ensure that term nals performed security risk
assessnments and had security plans in place. These were
the first regulations at oil termnals in the country
after 9/11.

In 2006, the Building Standards Comm ssion
adopted MFD crafted regulations for Marine O| Term nal
Engi neeri ng and Mai ntenance Standards, MOTEMS.

The average age of the 30 California onshore

termnals is 50 years. MOTEMS is the first in the world
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conprehensive set of policies and procedures to eval uate
the fitness for purpose of onshore marine term nals.
--000- -

MARI NE FACI LI TI ES DI VI SI ON ASSI STANT CHI EF
MERCI ER: Every day, nmore than 91 mllion gallons are
transferred across California docks. Spills at the
term nals are few and far between and they're very small.
They are often measured in just drops or sheens.

In 2009, there were nine oil spills that totaled
only 124 gallons. That's roughly three barrels. The
nunbers are even smaller when you di scount -- when you
only count the term nal spills and not the vessel spills
at the docks.

Contrast that with more than 33 billion gallons
transferred at the docks every year. Whil e t he amount
transferred has been fairly flat over the | ast few years,
t he actual nunmber of spills are going down.

--000- -

MARI NE FACI LI TI ES DI VI SI ON ASSI STANT CHI EF
MERCI ER:  Annually, the total number of transfers at
California termnals is between 6,000 and over 7,000. The
MFD Marine Safety staff has a presence at 45 percent of
t hese transfers. They are actually the cops on the beat.

Our Marine Safety staff averages nmore than 31

years of maritime experience. Transfers are prioritized
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using an algorithmrelating to the degree of risk assigned
to the vessels and the termnal's history. All vessels
calling California for the first time are met by our

staff.

MOTEMS audits reveal existing conditions of the
term nals, determ ne their actual safe working parameters,
and identify remedial action priorities. Audits include
above and bel ow water inspections, seismc analysis, and
mooring and berthing anal ysis. Fire detection and
suppression system pipelines and mechani cal and
electrical systems are eval uated.

--000- -

MARI NE FACI LI TI ES DI VI SI ON ASSI STANT CHI EF
MERCI ER: Compl eted audits are required to provide time
tabl es for any rehabilitation necessary fromthe findings.
Twenty-seven high- and mediumrisk term nals have
subm tted their audits and the audits are being reviewed
by our staff. MOTEMS conmpl i ance is expected in 2015.

--000- -

MARI NE FACI LI TI ES DI VI SI ON ASSI STANT CHI EF
MERCI ER: We have a couple of recommendations, actually
t hree. Our Division needs two nore engi neering inspectors
to oversee the actual i1inplementation of the MOTEMS
rehabilitations at the docks. There's going to be a

tremendous amount of construction at the California oi

J&K COURT REPORTI NG, LLC (916)476-3171




© 00 N O O b~ W N Bk

N N NN NN R R P R R P R R R R
g b~ W N P O © 0 N oo 0o O N P+ O

52

term nal s.

We need three specialists to establish and carry
out a safety systens audit -- a safety systens audit
programto closely review whether or not the term nals
t hensel ves are managing their changes and the interaction
of these new changes on the dock with the operations
personnel .

The O I Spill Prevention Adm nistration Fund
provi des 39 percent of the State Lands Conmm ssion budget.
The OSPAF is projected to show a serious deficit of over
$3 mllion by the end of fiscal year 2011 and 2012.

Now, Lieutenant Governor Mal donado you menti oned
t hose great California people down in the Gulf that were
hel ping t hem down t here. l"m sure that most of those
people, if not all, were paid for out of this fund. And
the fund is going to go negative in a couple of years.
And California has been very fortunate to have the spil
prevention programs that we have and the contingency plan
programs that we have. And | can assure you, there's no
ot her state that has anything like that.

Thank you, and are there any questions?

|"d like to introduce Brian Bugsch of our Land
Management Di vi sion.

--000- -

LAND MANAGEMENT DI VI SI ON CHI EF BUGSCH: Good
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mor ni ng, Conmm ssioners. Only two more of us to go, so
hang in there.

(Laughter.)

LAND MANAGEMENT DI VI SI ON CHI EF BUGSCH: We'll try
and keep it quick. And |I guarantee we'll get it done
gui cker than BP plugged that well out there.

The Land Management Division has primary
responsibility for the --

--000- -

LAND MANAGEMENT DI VI SI ON CHI EF BUGSCH: Let me
move this first -- for the surface | easing and for the
surface managenment of all sovereign and school |ands in
Cal i forni a.

Wth respect to the oil-related activities, LM
is responsible for |easing of marine oil term nals, and
many of the rights of way accommodating oil pipelines and
ot her conduits linking offshore oil facilities with the --
or offshore oil platforms with the onshore facilities.

We wor k cooperatively with our other divisions
t hat you're hearing from here today, MRMD, MFD, and DEPM
staff to put provisions in the |eases that are applicable
to these types of | eases.

Some of the key provisions that we cover that are
pertinent to our discussion today here are those dealing

with the use and mai ntenance of the | ease prem ses and the

J&K COURT REPORTI NG, LLC (916)476-3171




© 00 N O O b~ W N Bk

N N NN NN R R P R R P R R R R
g b~ W N P O © 0 N oo 0o O N P+ O

54

steps to be taken in the event of an oil spill or other
di schar ge.

So I'lIl go through those very quickly. For new
construction, |easees nust provide construction plans,
construction nonitoring, reports and as-builts once the
construction is conpl ete.

Lessees maintain their records of all
i nspections, repair, testing and mai ntenance activities,
and provide copies of those to SLC staff. Lessees provide
copies of all pipeline test procedures prior to testing
for State Lands staff's review and approval.

The | essees need prior approval from staff for
any repairs, nodifications or inprovements to the
pi peline. And fromthe safety perspective, the | essee's
operators must conduct training classes and periodic
drills simulating a pipeline | eak and the procedures they
would follow in the event of a |eak.

They nmust provide copies of the hazardous spil
contingency plans. And every |essee also has specific
notification requirements in the event of a spill. They
have to provide a 24-hour emergency contact phone number.
And then other information they need to provide are the
date and the time of the spill, source of the spill, the
responsi ble parties, the substance spilled, the quantity

spilled, the cause of the spill, if known, and the action
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t aken.

So all of this is part and parcel with their
responsibilities under different regul ations, and we put
those into the | ease conditions to make thema little more
prom nent.

On a secondary level, we also |lease -- do | eases
for commercial marinas that have fuel docks. And for
t hese, we incorporate many of the same provisions we
require in the | eases for those involving oil.

There's the best management practices for marina
operators and owners that cover a range of different ones.
But the ones applicable for oil and fuel spills are those
dealing with petrol eum management, hazardous waste and
liquid waste. And those are detailed in the report.

In terms of recommendations, |like all the other
divisions in the -- because of the Gulf oil spill, you
know, we've initiated review of your |easing practices and
provi sions.

--000- -

LAND MANAGEMENT DI VI SI ON CHI EF BUGSCH: And a few
of the things that we are | ooking into also including are
whenever possible, we've been review ng | eases for the
adequacy of bond and insurance amounts in the attenpt to
bring the older |leases up to date to make the |evels of

coverage commensurate with the level of risk involved.
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Consent Item number 42 today is an exanpl e of
that. There was a transfer in ownership for the San Pedro
Bay pipeline as a result of a bankruptcy. And we worked
with the new owners who are here today, | think, back
there to increase the insurance |evels on the |ease from
10 mllion to 50 mIlion

We're also | ooking to add provisions to new
| eases allowing State | ands staff to review and adj ust
i nsurance bond amounts at the five-year anniversary rates
as much as we do the rent reviews.

And then we're also |ooking at requirements to
retrofit or modify old pipelines to allow for smart
pi ggi ng, so we can keep those clean, and then all owi ng
State Lands staff to review oil contingency pl ans.

That's it for me. I"d like to introduce Cy
Oggi ns who's the Chief of our Environmental Planning and
Management Di vi sion.

--000- -

ENVI RONMENTAL PLANNI NG AND MANAGEMENT DI VI SI ON
CHI EF OGGI NS: Good morni ng, Madam Chair and menbers of
the Comm ssion. Again, my name is Cy Oggins and |I'm Chi ef
of the Division of Environmental Planning and Management.

We are the small est of the four aligned divisions
of the Comm ssion with 11 staff, including nine of our

environmental scientist professionals. OQur primary role
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is to ensure compliance with the California Environnmental
Quality Act. Our primary objective is to provide -- to
ensure that the Conmm ssion has, that is you have,
sufficient information to approve, to approve with
conditions, or to deny proposed projects that have the
potential to result in an oil spill.

As you know, the Conm ssion receives numerous
applications for projects that have the potential to cause
an oil spill. Proposed oil devel opnment projects have
i ncluded Tranquill on Ridge offshore Santa Barbara County,
whi ch the Comm ssion denied in 20009.

Ot her applications relate to marine oi
term nals. They include |ease renewals for the Chevron
Long Wharf Marine Term nal in San Francisco Bay, and the
El l wood Marine Term nal offshore Goleta that the
Comm ssion approved in 2007 and 2009.

Pl anni ng staff anal yzed potential inmpacts
associated with oil spills in Environmental | mpact
Reports, or EIRs, prepared by staff, assisted by
Environmental consulting firms that are working for the
Comm ssi on.

Our CEQA process is designed to ensure that other
agencies and the public are provided with nultiple
opportunities to participate in the environmental review

process, to ensure that potential significant inpacts,
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such as oil spills are identified, to ensure that feasible
project alternatives are evaluated, to ensure that
m tigation measures to reduce oil spill risks to the
maxi mum extent feasible are formul ated, and to ensure that
projects that are approved by the Conm ssion are
moni tored, so that Conm ssion-adopted measures and
applicant-proposed measures to mtigate oil spill impacts
are, in fact, inmplemented.
--000- -

ENVI RONMENTAL PLANNI NG AND MANAGEMENT DI VI SI ON
CHI EF OGGI NS: The Comm ssion's Environmental Program
Pl anni ng and Managenent staff is commtted to providing
superior environmental review to the Conm ssion and the
public, and we will continue to communi cate and coordi nate
with our agency partners, the public, and applicants at
all steps of the process. W'II|l endeavor to nonitor and
assess the effectiveness of oil spill mtigation measures,
and to incorporate |lessons |learned into future ElIRs that
we bring to the Comm ssion. And we'll seek to enhance
staff's data and i nformation gathering processes,
i ncluding the use of geographic information systems, if
feasible, to make sure that our data is nmore readily
avail able to the public and the agencies.

Now, Paul Thayer will conclude the staff's

presentation.
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Thank you.

EXECUTI VE OFFI CER THAYER: Thank you. Batting
cl eanup here. Again, a long presentation, and a lot to
get through here. But we felt in |light of what happened
in the Gulf and the media attention to the potential for
oil spills, it was inmportant for the Conm ssioners to know
of the detail and the particularities of our oil spil
programs. And there are many. And as you heard today, we
have a | ot of dedicated staff who are highly trained and
whose purpose is to prevent oil spills in California.

We have a variety of recommendations. And to
summari ze those just quickly, we believe the current
regul ati ons need to be updated, particularly with respect
to bonding requirements, training requirements, and
equi pment requirements. We think new | egislation is
appropriate to give us cease and desist authority.

Ri ght now, we cannot, on our own, go out in any
of our progranms and say this practice is unsafe. You
shoul d stop operating. For marine oil termnals, the only
way we have to do this is to go to the Coast Guard and get
themto stop it, the operation, or to go to the oil spil
adm ni strator in Fish and Game. So we'd |ike to have our
own authority to do that.

COVM SSI ONER MAL DONADO: How many ti mes have you

done that, Paul?
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EXECUTI VE OFFI CER THAYER: Kevin, do you know?

COVM SSI ONER MAL DONADO: How many ti mes have you
gone to the Coast Guard and said you need to stop?

MARI NE FACI LI TI ES DI VI SI ON ASSI STANT CHI EF
MERCI ER:  Probably --

EXECUTI VE OFFI CER THAYER: You need to use the
m crophone.

MARI NE FACI LI TI ES DI VI SI ON ASSI STANT CHI EF
MERCI ER: | don't really have it handy exactly, but it
probably happens two or three times a year at | east.
Frankly, we've been training the Coast Guard personnel in
current years or recent years. And so they really trust
us. I mean, they know that we're out there. And when we
ask for it, we typically get it.

But it's kind of squeezey when we've got to go
ask themto come out and enforce something for us. And
al though we may never use it or we may not use it very
often, it would be nice to kind of have that little
hammer, you know, available to us when somebody, you know,
deci des that they don't want to stop doing what they're
doing in the m ddle of the night.

EXECUTI VE OFFI CER THAYER: And then the allied
concern is that we do not -- our regulations currently do
not allow us to shut down a platformif we think there is

an unsafe condition. OQur regs only provide for us to be
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able to keep a platformclosed if it's already been
shut down because of an accident. And we think we need the
aut hority to be able to say no, you have to stop.

Anot her one of the |egislative recommendati ons
was that the per barrel fee, which funds most of our oil
spill programs, as well as Fish and Game's O | Spill
Response Prograns should be raised. And, in fact, there
is legislation that's been introduced this year to raise
t hat anot her penny, and to put a CPlI on that to keep that
fund heal t hy.

As one of the other speakers mentioned, our
programs are funded by that. There had been a surplus in
t hat fund, but the operations of the State now cost nore
t han what we're annually putting to that fund, so that
surplus is soon to di sappear.

On the next one, we're talking about filling
vacanci es which recently have occurred. And | want to
apol ogi ze earlier on, when we were discussing the audit, I
menti oned that we needed -- we'd like to see if we can get
some nmore appraisers. We understand fully that the State
is in, you know, alnmst an unprecedented econom c
situation, and that funds -- that a variety of agencies
have vital functions and are not being funded.

And in some respects, this is exactly the sanme

sort of thing. W understand that we may need to use our
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existing resources until we get past this situation.

Nonet hel ess, we felt it was inmportant to identify
t hese needs and establish the basis, so that in the future
when more resources are available, we'll go after them

Al t hough, again, the MRMD vacancies, as well as
the MFD vacancies, are often funded by OSPAF fund, so that
we may be able to obtain some of the relief on that,
because they're not reliant on the general fund.

We're | ooking to reclassify the inspector series,
so that we're able to conpete nmore successfully for
skilled staff, skilled new staff.

And as Cy mentioned, we'd |like to do nore to
enhance and organi ze the EIR data that we accunul ate, so
t hat we can use them 1in a general sense, to deal with
t hese issues.

So that concludes staff recommendation -- or the
staff report. | should mention a couple of things.

First, as we've continuously alluded to, the final

i nvestigations on the Deepwater Horizon spill aren't done
yet. And we are likely to come back with more
recommendati ons, dependi ng upon what's found there. You
know, we want to be educated by that.

And the other thing I wanted to note before
closing is that we've had two staff that have been down

there. We had one staff that was called up active duty
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Coast Guard. He's in the reserves to go down there and
assist in the spill cleanup. And Gary Gregory, who's
Kevin's boss, Chief of our Marine Facilities Division, was
offered a job down there for a nmonth doi ng management,

hi gh-1 evel management, and took a nmonth's vacation to go
down there. We think the net result for us is going to be
great, because he's had all this training down there and
experience and he'll be able to benefit California's
program as wel | . He just got back this week.

So that concludes our presentations, unless there
are any questions fromthe Conmm ssioners. Ot herwi se, we
woul d ask -- the calendar itemindicated this was for
i nformation purposes, but we'd |like the Comm ssion stanp
of approval on those so that, you know, that we'd be able
to go out and seek the |egislation and understand that
we're satisfying the Conm ssion with our other recomended
actions.

ACTI NG CHAI RPERSON ARONBERG: Thank you, Paul,
very much, and thank you, staff, for the comprehensive and
i mportant report.

Are there any comments fromthe Conmm ssioners?

Ms. Bryant.

ACTI NG COMM SSI ONER BRYANT: I find nmyself in
a -- kind of in a quandary here, because | think when |
read the staff report, | was really inmpressed with it, and
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t hought, you know, we're doing a |lot of things to --

within our |lands to prevent oil spills. And, you know, I

remenber '69, | was actually alive and remenbered tar on
my foot. And, you know, so I'mreally always concerned
about it.

But | think something happened to me here today,
and it started, | think, with the Lieutenant Governor's
presentation and his photographs fromthe Gulf. And it
got me thinking that maybe what we didn't really do in
this report is challenge ourselves to really ask the hard
guesti ons. Because in some ways, | think, our -- and we
don't have -- | agree we don't have all the information,
in terms of what happened in the Gulf.

But | don't think we really -- 1 don't think we
ask ourselves are we doing everything that we can possibly
do to prevent oil spills? | think we accepted that -- |
think that the report reflects an acceptance by the staff
and by the Conm ssion that we are doing what we need to
do. But | don't think we really -- it answers that really
hard question of is there nore that we should be doing?

And | don't know, | don't think I'm expl aining
this too well, because |I was thinking of it as |I was going
t hrough, but it's like, it articulates this is what we're
doi ng, and we're doing a lot. And we have really

conpetent, able staff that's doing a good job, and maybe
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we need a few nore.

But to ne, it's like we're kind of tiptoeing
around the edges. It's like we didn't start with a bl ank
pi ece of paper and really chall enge ourselves is there
somet hing that we should be doing differently?

And maybe that's a conversation that needs to
t ake place across the entire state, because | know we have
a | ot of great agencies that are doing -- that do oi
spill prevention work and | ook at this. But |'ve got to
tell you if the Lieutenant Governor from the State of
Loui siana has to fly out here and | ook at something that
happens off our coast, and we are saying well, we just

couldn't hire enough inspectors or we didn't have enough

money, | just -- it's just not going to be a satisfactory
answer .

So | think -- 1 don't know how to nove forward on
this, but |I think that we owe it to ourselves to make sure

that in our |ands that we are doing everything humanly

possi ble. And maybe just -- you know, maybe it's a
guestion of each division |Iooking at the other divisions'
wor k, and really -- rather than starting with a here's
what we do now and we think it's working if we add a
little bit more around the edges, it would be great.

It's asking the harder question, is it -- are we

doi ng everything we absolutely can to protect the coast of
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California froma catastrophic spill

And | get the fact that all the conditions in the
Gulf are dramatically different than ours. But it's
like -- it would be Iike we just had an earthquake and we
didn't go back in and ask those hard questions. And I
don't know exactly how to move that forward, but | think
that's kind of the heart of what the Controller's original
guestion was, and | think it's the heart of what the
Li eutenant Governor brought to the table today.

And | think that we should take a page out of
both of those playbooks and ask the question a different
way .

Does that make sense?

EXECUTI VE OFFI CER THAYER: | guess in response
|'d say that it is true that a large part of this
presentation focuses on what we're doing already. But |
think that after something |ike the Louisiana spil
occurs, there's this presunmption that the existing
programs there didn't work, and therefore, you know,
California nmust be unprepared itself. There's kind of an
i mmedi ate jump to that. And we felt it was inportant to
present what we were doing as kind of the base from which
we woul d then make further advances.

There may be fundamentally different ways that we

can approach things. But in all l|ikelihood, we're going
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to build off of the successes we've had already, the Kkinds

of processes that we've | earned through a | ot of
experience that makes sense. | agree with the
Comm ssioner entirely though, that we cannot be

compl acent .

And, | mean, | think the stats show t hat we have

caused the oil spills to decline. There has been some

success, but we're still not down to zero. And as |ong as

we can keep comng up with more ways to be a nore
effective program that's what we should be doing.

"' m not quite sure what you would |ike -- what

your coments inply in terms of next steps, what you would

like us to do differently.

ACTI NG COWMM SSI ONER BRYANT: | think maybe | can
take it -- we can think about it a little bit. It m ght
be a statew de response, |ooking really -- you know, kind

of a tabletop exercise, really chall enging ourselves to
think this through.

And part of it is, is all of resources in State
government are dwindling, and it is -- you know, you see

headline in the LA Tinmes and you want to i mmedi ately go

a

out and draft legislation. You want to imedi ately go out

and fix this problem | see it every day in ny day-to-day

life, you know, something is mentioned. In some ways, the

audit has a little bit of that flavor to it too.

J&K COURT REPORTI NG, LLC (916)476-3171




© 00 N O O b~ W N Bk

N N NN NN R R P R R P R R R R
g b~ W N P O © 0 N oo 0o O N P+ O

68

But | think on the question of oil spill, it's
just so fundamental to California. It s having our
coastline destroyed would be simlar to having the Gol den
Gate Bridge collapse or having some -- you know, having
Yosem te cave in on itself, because of some man- made
di saster. It's something that | think that, just at the

very highest | evel, we need to think about.

So we can tal k about it sonme nore. | don't know
if my fellow Comm ssioners have any thoughts. I think we
have -- you know, we're doing little things here |ike we
have our resolution in a |ater agenda item | think it's

really worth taking the recomendati ons the Lieutenant
Governor made and very seriously thinking about maybe a
third-party inspection on top of the stuff we're already
doi ng m ght be sonmething we should think about, or do we
need to change our worst case scenario from seven days to
30 days.

And it probably is a statewi de effort, but I
think as the State Lands Comm ssion, we should think about
| eading on this issue.

EXECUTI VE OFFI CER THAYER: | under st and. Curtis
passed nme a copy of the flier, the announcenment, you know,
t he Conmm ssion does sponsor the Prevention First
Conf erence, which occurs every other year. And the next

version of that is going to be October 19th and 20t h.
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And, of course, the Conmm ssioners have a standing
invitation not only to attend, but if -- we always nmake
space available if they would |like to make presentations.

But this is one of a whole variety of efforts.
Spills are caused by so many different things. It's not
j ust Deepwat er Horizon. It can be because some guy wasn't
trai ned properly, or the corporate culture is not safety
conscious. And when we | ook at the breadth of our
programs, we're trying to -- each year it seens |like we're
| ooking for some other thing that can be done that wil
hel p cut off the next spill

You | ook at two of the significant spills that
have occurred over the last 10 or 15 years, they were both
caused not because there was a | ack of equi pment or even
war ni ng that the spill was occurring, the operator turned
off the safety device. | mean, these were the ones where
we had the pipeline break that affected Platform Irene oi
com ng ashore.

And the same thing happened in Suisun where

pi pelines -- the systens detected that there was a drop in
pressure and therefore likely to be a spill. And the
operator said, "Oh, well, we don't see any spill. Let's
turn it on again and then we'll see the spill when it
comes out," and that kind of thing.

So you |l ook at that and you go, God, you know,
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what do you do? And you think well, that's not an
equi pment problem That's a person problem W need to

do the training.

So it's -- you know, | hate to use this anal ogy,
but it's a little bit Iike nailing jelly to a wall that
you cannot have one approach to it. You have to come up

with a whole |lot of different methods of dealing with
this. There's just so many ways an accident can happen.

And having been to a bunch of these Prevention
First conferences through the years, the Comm ssioners
m ght be very interested in this, because you | ook at the
detail and the science involved in what's being | ooked at.
| remember one of themin particular, that unfortunately
he's not here, Martin Eskijian was running. But they were
model i ng the effect of passing ships on tankers that were
tied up. So what's the effect? How much does the ship
that's tied up nove? How do you engi neer so that the arm
that's com ng over and taking the oil off that tanker
isn't going to break or what speed should the passing
t anker be kept to to prevent that from happening. That's
just one exanple of a gazillion different ways.

But you're right, we can get down in the bushes
someti mes and maybe m ss the forest for the trees. And
any assistance the Comm ssion can give us, in ternms of

maki ng sure we don't do that, would be great.
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Frankly, although we -- you know, as a staff, we
under st ood we needed to | ook at the spill for how it will
i nform our process, the Comm ssioner's interest, and, you
know, their actions at the |l ast meeting in telling us
they'd like to see a conprehensive review in the
preparation of this report, helps staff in terms of making

sure that -- it let's us know that the Comm ssioners are
interested and that there's a m ssion here that we need to
focus on. But any other direction fromthe Comm ssion is
appreci at ed.

ACTI NG CHAI RPERSON ARONBERG: As Cynthia said, a

spill would be extraordinarily devastating, especially a
big spill. And so it's a great idea to pursue additiona
sel f-exam nation, but that | think that the

sel f-exam nation that occurred in this report is
wor t hwhi | e.

And so I'lIl nove to adopt these recomendati ons.
And also, if Cynthia likes, to give direction to pursue
somet hing in addition.

ACTI NG COMM SSI ONER BRYANT: Is this an action
itent?

EXECUTI VE OFFI CER THAYER: It was noticed as an
informational item However, we want to make sure that,
for exanmple, on the legislation is that something the

Comm ssion wants us to pursue.
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As | indicated, there were only two
recommendati ons. One of themis already being carried
out. And we could support that bill that would raise the
fee -- per barrel fee by one penny. The other one was to
pursue the cease and desi st authority.

And then the other portions are staff-generated
concepts. So if the Comm ssion would rather wait until we
bring that back and doesn't have any problem with what
we' re doing, and could somehow indicate that to us, that
woul d be great.

COVMM SSI ONER MAL DONADO: But just, Madam Chair,

since it wasn't an action item | didn't make the calls
that | |like to make to people who are in industry, people
that will be affected to see what their opinions are.

EXECUTI VE OFFI CER THAYER: Sur e.

COMM SSI ONER MAL DONADO: And it's difficult for
me to say yes on something that | wasn't prepared to just
vote for today.

l'd love to bring it back, if we may, and then I
can be prepared, fully prepared, on step by step what |I'm
voting on or maybe we separate them

But | think this is very, very inmportant. But
like I said, | wasn't prepared today to cast a vote on
somet hing that was not an action item | thought it was

just a presentation. We were going to have coments from
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Comm ssioners and public coments, if any, and then we
woul d go from there.

EXECUTI VE OFFI CER THAYER: We'd be glad to bring
it back in that circumstance then

ACTI NG CHAI RPERSON ARONBERG: | s there any public

comment ?

And so there's a notion on the table.

Okay, the nmotion has died for |lack of a second.
And we'll | ook at this next time and hopefully get these

recommendati ons noving then.

EXECUTI VE OFFI CER THAYER: Certainly.

ACTI NG CHAI RPERSON ARONBERG: Okay, so Item 51 is
next . It's to consider approval of the report to the
| egi sl ature involving ballast water treatment systens for
use in California waters.

Can we have a staff presentation.

EXECUTI VE OFFI CER THAYER: Ni col e Dobroski wil
be making this presentation

ACTI NG CHAI RPERSON ARONBERG: There are two
speaker slips for this item So if there's anyone el se
who wants to speak, please fill out a speaker's slip and
turn it in.

Thank you.

EXECUTI VE OFFI CER THAYER: The Comm ssion wil

recall that this was brought to the Comm ssion at the | ast
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meeting. And at the direction of the Conm ssioners, we've
gone back and reviewed the report and tried to make it
more consistent in tone both at the beginning and the end
to match up with the facts that are in it. And Ni col e

wi Il discuss this.

(Thereupon an overhead presentation was

Presented as follows.)

STAFF ENVI RONMENTAL SCI ENTI ST DOBROSKI :  Good
mor ni ng, Madam Chair and Comm ssioners. My name is Nicole
Dobr oski . I'"ma Staff Environmental Scientist with the
Comm ssion's Marine Facilities Division. | " m here today
to present to you the revised report, 2010 Assessnent of
the Efficacy, Availability, and Environmental |nmpacts of
Bal | ast Water Treatment Technol ogies for Use in California
Wat ers.

The report, which is mandated by statute,
exam nes the availability of ballast water treatment
systems to meet California' s performance standards for the
di scharge of ballast water. Specifically, this report
assesses the availability of treatment systenms for newly
built vessels with a ballast water capacity greater than
5,000 netric tons. These vessels must comply with
California performance standards begi nning January 1 of
2012.

The first draft of the report was brought before
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the Comm ssion on June 28th of this year. The

Comm ssioners requested that staff revise the report to
ensure that its conclusions nore thoroughly reflected the
variability and uncertainty regarding the assessnment of
avai |l abl e ballast water treatment technol ogies to neet
California' s performance standards.

Staff has made the requested revisions. The
executive summary and the concl usi ons have been anended to
reflect the fact that while nmultiple treatment
technol ogi es have denonstrated the potential to meet
California's performance standard, further devel opment
will be necessary in order to deemthem ready for use in
California waters.

Additionally, as requested by the Comm ssion
staff has indicated in the report that they will prepare
an updated report by September 1st of 2011. This update
will allow the Comm ssion to closely track the progress of
t echnol ogy devel opment to ensure that systenms will be
avail able prior to the inplenmentation of the standards on
January 1st of 2012.

Staff continues to believe that based on the
avai | abl e data and the lead time available for further
technol ogy devel opment and refinement, that technol ogies
will be available by the time these vessels are

operational in California waters, which will likely be in
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2014 or later.

The recomendations to the |egislature fromthe
first report have not been changed. Staff recommends that
t he Comm ssion proceed with inmplementation of the
standards as planned for vessels with construction
initiated on or after January 1 of 2012.

And then with approval of this report, staff will
submt it to the |legislature for their information and
revi ew. And | would be happy to answer any questions.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

Comments from Comm ssi oners, questions?

ACTI NG COMM SSI ONER BRYANT: Thank you. It's so
much better. And |I really, really appreciate it. | know
it was a pain to have to redo it, but it reads a | ot
better.

Thank you.

COMM SSI ONER MAL DONADO: | agree.

ACTI NG CHAI RPERSON ARONBERG: Gr eat . We' ve got
two public commenters. The first is John Berge foll owed
by Victoria Rone.

MR. BERGE: Thank you, Madam Chair and
Comm ssi oners. My name is John Berge. I'm Vice President
with Pacific Merchant Shipping Association. W represent
shipping lines that serve California' s ports.

|'d like to begin by thanking the Comm ssion for
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their action at the June meeting to remand the report back
to staff for these additional edits. And those edits did,
we believe, correct m sl eading statements regarding the
current state of treatment technol ogy, which suggested

t hat technol ogy could perform acceptably in meeting the
State standard.

While we greatly appreciate those efforts, we
must still respectfully disagree with the report's
predictions that existing technology will be able to meet
t he standard in 2012 or shortly thereafter. As docunented
in the evidence presented in our earlier conments,
academ cs, researchers, regulatory agencies, and treatment
t echnol ogy vendors are on record as agreeing with our
concl usi on.

And this is partly, | think, due to -- or a
function of the current lack of testing and verification
protocols designed around this nore stringent State
standard than the protocols that they're using right now
for testing, and also partly a function of the
capabilities of these technol ogi es.

Now, there are several studies underway at the
federal level to address the same issues we're dealing
with and some of the questions we're asking here in
Cal i forni a.

The results of those studi es should be avail abl e
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in 2011, and we believe they will further support our
conclusions. Therefore, it was -- the Conm ssion showed
good foresight in requesting an interimreport in 2011

And we hope that those -- that report will incorporate the
findings of these other studies.

But unfortunately 2012 is approaching rapidly and
ship owners are needing to plan on design and system
utilization soon. So we therefore must again urge the
Comm ssion to nore clearly recognize the limtations of
technology in meeting the California standard and woul d
recommend that either the standard be modified, the
i mpl ement ati on schedul e be del ayed or a combi nati on of
t hose t wo.

And again, thank you very much for considering
our comments.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

Ms. Rome.
MS. ROME: Good nmorning. I"m Victoria Rone. ' m
with the Natural Resources Defense Council. | ' m here to

urge you to approve the Comm ssion staff's revised
| egi sl ative report regarding ballast water treatment
systems, and | have just a few brief points.

California has been a national |eader in
devel opi ng | ong overdue regulations to address invasive

speci es discharged in vessel's ballast water, and is

J&K COURT REPORTI NG, LLC (916)476-3171




© 00 N O O b~ W N Bk

N N NN NN R R P R R P R R R R
g b~ W N P O © 0 N oo 0o O N P+ O

79

critically important that this effort continue on
schedul e.

Thanks to the Conmm ssion's | eadership, California
was the first State to adopt strict standards to limt the
amount of invasive species that vessels can dunp al ong our
coast in their ballast water.

Sim | ar standards should have been required by
U.S. EPA and the Coast Guard under federal |aw, but is
only because of the | eadership of California and other
states that any significant progress has been made at the
federal |evel.

The Comm ssion staff's report accurately finds
t hat technol ogy is developing rapidly and that at | east
ei ght treatment systenms are commercially avail abl e that
demonstrate the potential to meet California' s standards.

Agai n, we support approval of the staff report
t oday. Thank you very nuch.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

ACTI NG COMM SSI ONER BRYANT: l'd like to move
approval of the staff report.

COVMM SSI ONER MAL DONADO: "Il second that.

ACTI NG CHAI RPERSON ARONBERG: We have a notion
and a second.

Al'l in favor say aye?

(Ayes.)
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ACTI NG CHAI RPERSON ARONBERG: The report is
approved.

The next item 52, is to consider term nation of
a recreational pier |lease and to authorize ejectment
proceedi ngs.

Can we have the staff presentation.

EXECUTI VE OFFI CER THAYER: That presentation will

be made by Vicki Caldwell who is from our Land Management

Di vi si on.
(Thereupon an overhead presentation was
Presented as follows.)
LAND MANAGEMENT SPECI ALI ST CALDWELL: Good
mor ni ng, Conm ssi oner. My name is Vicki Caldwell. [''m a

Public Land Managenment Specialist with the Comm ssion's
Land Managenment Division. ' m here to present information
on Calendar Item 52. This item asks the Comm ssion to
confirmstaff's finding that Larry M Ham |lton and Laura
B. Ham |l ton, trustees of the Larry and Laura Ham I ton
trust dated January 3rd, 2006 are in default of their
| ease for the reasons to be described in this
presentation.

As background, Comm ssion staff received a |ease
application on June 4th, 2007 fromthe Ham lton's
consultant for the construction, use, and mai ntenance of

an uncovered floating boat dock, pilings and a gangway
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| ocated on the Sacramento River adjacent to their upland
home | ocated at 14065 River Road in Wal nut Grove.
--000- -

LAND MANAGEMENT SPECI ALI ST CALDWELL: Thi s
exhibit is what the Comm ssion approved in the |lease. The
| ease application included information regarding permts
t hat had been obtained fromthe Departnment of Fish and
Game, the State Reclamati on Board, and the Recl amation
District number 554.

I n addition, the application reported that
several other permts and consultations fromthe Central
Val | ey Regi onal Water Quality Control Board, the U S. Fish
and Wldlife Service, and the U. S. Arnmy Corps of Engi neers
wer e under review, but not yet conpl eted.

The application was deemed conmplete and staff
negoti ated a | ease that included construction-rel ated
| ease provisions, in Section 3 Paragraph 3 and 4, that
required the Ham |l tons to provide the Conmm ssion 15 days
notice prior to the start of construction and within 60
days of conpletion of construction; confirm when
construction was conpleted and submt photographs and
as-built drawi ngs of the authorized inmprovenents.

And in Section D Paragraph 8, that required the
Ham | tons to obtain and maintain all federal, State, and

| ocal permts and entitlenents for the term of the | ease.
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The Ham | tons agreed to the ternms of the | ease.
And at its October 30th, 2007 neeting, the Conmm ssion
aut hori zed a new 10-year recreational pier lease to the
Ham | tons for their project.

Bet ween Oct ober 2008 and April 2009, staff sent
several letters requesting that the Hamlton's respond to
the construction provisions of the Iease. The Hamlton's
failed to respond to staff about the construction and the
dock was constructed some time in 2008.

On July 23rd 2009, Comm ssion staff was notified
by the Arnmy Corps of Engineers that the Hamlton's were in
vi ol ation of Section 10 of the Rivers and Harbors Act,
because they constructed the dock without obtaining an
Army Corps permt and that the dock was constructed in an
Army Corps Delta smelt mtigation site.

The Corps requested the docking facilities be
removed. This photo shows -- the next photo will show --
--000- -

LAND MANAGEMENT SPECI ALI ST CALDWELL: -- the
constructed dock and mtigation site.

Bet ween August and Oct ober 2009, staff sent
letters to the HamlItons and their consultant requesting
status of their efforts to resolve this violation.

Nei t her the Ham Itons nor their consultant responded.

On June 7th, 2010, staff received a second Notice
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of Violation fromthe Arnmy Corps that the Ham | tons

remai ned in violation and staff |earned that the Ham | tons
had not responded to the first notice of violation in
2009.

On July 14th, 2010, Comm ssion staff gave for mal
written notice to the Ham |ltons that they were in default
of their |ease, and pursuant to the terns of their |ease,
they had 30 days to cure the default. Staff further
notified themthat if they did not comply within 30 days,
staff would recommend term nation of the | ease for
consideration by the Comm ssion.

On July 29th, 2010, staff received a letter from
the Ham lton's consultant, in which they advised that the
Ham | t ons woul d be pursuing this matter with the Arny
Corps of Engineers to rectify the situation regarding the
Army Corps permt and requested a postponement of this
action before you, while they are engaged with the Arny
Corps and compiling the photographs and as-built draw ngs.

On August 9th, 2010, staff responded to the
Ham | tons and their consultant that the item would remain
on the agenda, because the Ham |tons know ngly constructed
t he docking facility wi thout obtaining the required
permts, and because of their failure to conply with the
term of their | ease pertaining to the construction of the

dock.
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--000- -

LAND MANAGEMENT SPECI ALI ST CALDWELL: The next
photo will show -- as you can see how it is overgrown the
bank -- the mtigation site.

--000- -

LAND MANAGEMENT SPECI ALI ST CALDWELL: And t he
final will show the completed mtigation by the Army Corp

Staff is requesting that the Conm ssion grant
aut horization to staff to issue a Notice of Term nation
and take the necessary |legal action to eject the Ham | tons
and remove the facilities if the Hamltons fail to submt
necessary docunents required by the | ease and take pronpt
action to remedy the permt issues with the Arny Corps.

In conclusion, staff is recommendi ng that the
Comm ssion, first, find that the Ham |ltons, as trustee of
the Larry and Laura Ham lton Fam |y Trust, dated January
3rd, 2006 are in default of their |ease PRC 8765.9,
because they have not conmplied with Section D, Paragraph 8
of the | ease, where they agreed to obtain and maintain al
permts relating to the construction of their dock and
Section E, Paragraph 3 and 4, where they agreed to provide
15 days notice prior to the start of construction and
within 60 days of completion of construction confirm when
construction was conpl eted, and submt photographs and

as-built drawi ngs.
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Two, authorize staff to issue a Notice of
Term nati on of | ease PRC 8765. 9.

And three, authorize staff and the Office of the
Attorney General to take all necessary steps, including
[itigation, to eject Larry M Ham lton and Laura B.
Ham | ton, trustees of the Larry and Laura Ham lton Fam |y
Trust dated January 3rd, 2006 from State sovereign | and,
to seek removal of the docking facilities, to seek
restoration of sovereign lands at this location to its
natural condition prior to the placement of the
i mprovenments to the satisfaction of the Comm ssion, to
seek other such renmedi es available for the breach of the
| ease, and to recover the Comm ssion's damages and costs.

That concludes my presentation.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

Comments from Comm ssioners?

COMM SSI ONER MAL DONADO: Yeah, 1've got a
guestion. MWMhy is this going this route?

They can't afford to pay it or they don't want to
pay it or --

LAND MANAGEMENT SPECI ALI ST CALDWELL: They
haven't contacted the Army Corps to set up a meeting to
resolve this issue.

EXECUTI VE OFFI CER THAYER: Given their recent
letter, they mght finally be seeing the Iight of day that
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this is something that needs to be done. | mean, to their
credit, they got the authorization fromus, and from
several different agencies, but just neglected to do it
fromthe other two and neglected to give us the as-built
pl ans and all the other things that every other |essee
needs.

From my perspective, |'m hoping the fact that
we've gotten this letter, and if the Comm ssion takes this
action today, that they'll understand they could | ose
t heir dock, and that they'I|l take the appropriate steps to
fix the situation

And from our perspective, that would be a
satisfactory result. The dock could stay, if they would
get the Corps permt, give us the as-builts, and the
pi ctures and everything else that needs to be done and
we' d be done with it. But we've reached the point as a
staff where we need your help to bring that about.

ACTI NG CHAI RPERSON ARONBERG: Thank you. Do we
have a notion?

ACTI NG COMM SSI ONER BRYANT: [*Il rmove the staff
recommendati on.

COMM SSI ONER MALDONADO: And 1'Il1l second the
staff reconmmendati on.

ACTI NG CHAI RPERSON ARONBERG: We have a motion

and a second.
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Al'l in favor say aye?

(Ayes.)

ACTI NG CHAI RPERSON ARONBERG: Staff's
recommendation i s approved.

ltem 53 is to consider term nation of a hol dover
mont h-t o- mont h occupation of State Lands denial of an
application for a | ease and to authorize ejectnent
proceedi ngs.

May we have the staff presentation.

EXECUTI VE OFFI CER THAYER: Thank you. Ms. Cl ark
al so from our Land Managenment Division, one of the other
| and agents will make this presentation.

LAND MANAGEMENT SPECI ALI ST CLARK: Good nor ni ng,
Comm ssi oners.

(Thereupon an overhead presentation was

Presented as follows.)

LAND MANAGEMENT SPECI ALI ST CLARK: My nane is
M chel l e Cl ark. I am with the Land Management Di vi sion.

MR. LLOYD: Ms. Clark, can you pull the
m crophone cl oser to you.

LAND MANAGEMENT SPECI ALI ST CLARK: Oh, sure.

Today, |I'Il be presenting information on Cal endar
ltem 53. The item before you involves an application for
a commercial |ease from Ron Sorenson, doing business as

the Rio Ramaza Marina for the conti nued use of a
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previously authorized comercial marina, now consisting of
a boat | aunch --
--000- -

LAND MANAGEMENT SPECI ALI ST CLARK: -- gangways,
wal kways, uncovered fl oating boat docks, and pilings on
approximtely 3.5 acres of sovereign land in the bed of
t he Sacramento River adjacent to 10000 Garden Hi ghway in
Sutter county.

As background, on July 30th, 1970, the Comm ssion
aut hori zed a 25-year comercial |ease to 4-Jay Investnents
| ncor porated, doing business as the Rio Ramaza Mari na.

That | ease expired on July 31st, 1999 and went
into holdover status. A little over a month |later, the
upl and property and the marina were sold to Ron Sorenson.
And shortly thereafter, staff of the Comm ssion becane
aware of the ownership transfer and began notifying M.
Sorenson that a new | ease was required for the marina
facilities.

Bet ween 1999 and 2008, staff sent several letters
made phone calls and performed several site visits in
attenpt to bring M. Sorenson under | ease. During that
period, M. Sorenson made periodic rent paynents, which
staff accepted. Staff considers the |lease to be in a
mont h-t o- mont h hol dover tenancy.

During the site visits, staff observed that the
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docks had fallen into disrepair and continued to
deteriorate.

In October 2008, M. Sorenson finally -- excuse
me, finally submtted a | ease application along with the
$6, 000 m ni mnum expense deposit to process the application.
At that time, M. Sorenson owed outstanding rent,

i ncluding penalty and interest for the period of August
1st 2006 through July 31st, 20009.

Staff informed M. Sorenson that in order to
process the application, the back rent nust be paid, and
he agreed to apply the $6,000 deposit toward the
outstanding rent. Staff then requested an additi onal
$3,000 to cover the m ni mum expense deposit to continue
processing the application.

At that time, the mari na manager notified staff
that the deteriorated floating docks had been removed and
t hat work on replacing the docks had begun.

Staff then performed a site visit and confirmed
t hat ei ght of the original 12 docks had been removed, and
t hat four docks with approximtely 60 exposed pilings
remai ned in the bed of the river.

As part of the application, staff required a
repair plan detailing how and when the mari na would be
reconstructed and restored. Throughout 2009 and up until

| ast month, staff repeatedly sent letters and made calls
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to both M. Sorenson and his manager, requesting that they
submt a complete application, submt a repair plan for
the marina, provide the m ni num expense deposit to cover

t he application costs and pay the rent that had been
accruing since August 1st, 2009. M. Sorenson did not
respond.

On July 14th, 2010, M. Sorenson was sent formal
notice of the staff's intent to recommend term nation of
t he hol dover tenancy and denial of the application for the
Comm ssion's consideration at this meeting.

M. Sorenson responded and met with staff on July
27th to discuss his ability to pay the outstanding rent,
provide the funds necessary to cover staff costs to
process an application, and maintain a | ease and the | ease
prem ses.

M. Sorenson stated that he has met with personal
financial difficulties and that the marina is subject to
econom ¢ obstacles due to its renote |ocation and the
current |evee repair work taking place along Garden
Hi ghway.

He assured staff that he is commtted to
providing the processing fees, the rent, and outstandi ng
informati on, and wants to move forward with the new | ease
and continue repairs to inprove the marina facilities.

On August 5th, 2010, after this nmeeting agenda
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was finalized, staff performed a site visit, and the
photos you are seeing today were taken at that visit.

While at the site, M. Sorenson's manager
provided staff with a check for $2,500 toward processing
the application. And as late as this week, M. Sorenson's
manager provi ded an additional $500. The $3, 000 doll ars
has now been applied toward the outstanding staff costs
incurred during the past two years.

I n conclusion, because of the circumstances that
have occurred over the past 10 years, staff is
recommendi ng that the Comm ssion, one, authorize staff to
term nate the mont h-to-nonth tenancy of a general | ease,
commerci al use, |ease number PRC 4485. 1.

| f the applicant fails within 60 days to conplete
the | ease application process, including the subm ssion of
t he application processing fees, subm ssion of a
deteriorated repair plan, and payment of accrued back
rent, plus penalty and interest.

And two, authorize staff of the State Lands
Comm ssion and the Office of the Attorney General to take
all steps necessary, including litigation, to eject
Ri chard Sorenson, to seek removal of all improvements from
sovereign land in the bed of the Sacramento River, to
restore the sovereign lands at this |location to their

condition prior to the placenment of the improvements, and
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unpai d back rent, penalty and interest upon failure of the

applicant to comply with the conditions authorized in
Par agraph 1 above.

Staff is available to answer any questions.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

Comments from Comm ssioners?

Coment from the public?

| don't have any speaker cards here.

Do we have a notion?

ACTI NG COMM SSI ONER BRYANT: ["11l move approval.

COWMM SSI ONER MAL DONADO: "Il second.

ACTI NG CHAI RPERSON ARONBERG: We have a motion
and a second.

Al'l in favor say aye?

(Ayes.)

ACTI NG CHAI RPERSON ARONBERG: St af f
recommendation i s approved.

The next item -- Paul, where are we? Are we
circling back to --

EXECUTI VE OFFI CER THAYER: Probably 55.
Fifty-four has been taken off. Although, it will be
subject to public comment, during the public comment
period, but we still have 55 remaining.

ACTI NG CHAI RPERSON ARONBERG: Okay, so |Item 55.
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Mari o, hi.

LEGI SLATI VE LI Al SON DE BERNARDO: Good norni ng,
Madam Chair and Comm ssi oners. My name is Mario De
Ber nar do. I|'"m the Legislative Liaison for the State Lands
Comm ssi on.

As you well know, Washington D.C. has been very
busy with the Deepwater Horizon oil spill. There are at
| east 10 maj or investigations occurring by the federa
government, at least -- on Capitol Hill at least 47 bills
addressing the oil spill. And there are several
di scussion drafts that are being discussed and possibly
i ntroduced.

This resolution supports several key provisions
in these bills. These provisions repeal or increase the
cap of liability on oil spills, inpose stronger standards
and technology for oil spill response and preventi on,

i ncludi ng standards and technol ogy requirements for

bl owout preventers, mandates worst case scenari o planning
for oil spills, calls for monthly inspections of offshore
facilities with an increase in inspections if there are
safety violations found, regulation of the chem ca

di spersants used in oil spills, protection for whistle

bl owers, and inprovement of federal agencies' roles in oi
spill prevention and response, including an increase in

training and response within the Coast Guard, EPA, and the
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successor of MMS.

This resolution supports all of these key
provi sions. It al so supports or urges Congress and the
President to support a permanent ban on of fshore oi
| easing or new offshore oil |easing off the California
coast. The Comm ssion in the |last decade, as well as the
Governor, has strongly pursued this with the federal
gover nment

EXECUTI VE OFFI CER THAYER: This resol ution would
reiterate that position once again.

Thank you.

EXECUTI VE OFFI CER THAYER: To add, if | may, to
what Mario said, we see this as kind of a bookend to the
staff report on the State prograns that obviously, as has
been testified, as the Lieutenant Governor referred to,
there are 27 offshore oil platforms, offshore California,
and we only have four of themin State waters. The rest
of them are in federal waters. So we could do all the
work in the world in inproving our State program but the
risk is still, at least in a quantity perspective, from
the federal waters.

We can't regulate that, but we think some of the
measures that are being proposed in Congress are worthy of
support for attenmpting to i mprove that situation. W
didn't try and go through on a bill-by-bill basis picking
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bills that should be supported. A |lot of that is

changi ng. Instead, it seemed nore sense to pick out the
ki nds of policy inmprovements and program i mprovements that
made the most sense and then have the Comm ssion take a
stand on those.

Again, this resolution was something that was
proposed by the Controller's Office.

LEGI SLATI VE LI Al SON DE BERNARDO: | woul d add
that it's likely that several of these proposals, which
are in separate bills now, will be consolidated into nore
comprehensive bills. And so as Paul said, that's the
reason why we didn't go with specific bills, but went with
general concepts, so that if those bills are combined into
bi gger pieces of legislation, that we can send a support
letter.

ACTI NG CHAI RPERSON ARONBERG: Thank you, Mari o.
Thank you, Paul.

CHI EF COUNSEL FOSSUMm Madam Chair, on a
procedural point, before the Comm ssion can vote on this,
| have to |let them know t hat we have two alternates now to
the Constitutional officers. Only one is allowed, so only
one of you can participate and vote on the matter. This
does not apply to the Director of Finance's Office.

ACTI NG CHAI RPERSON ARONBERG: Thank you, Curtis.
That's a good point.
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So may | have a notion.

ACTI NG COMM SSI ONER BRYANT: I was confused by
t hat .

ACTI NG CHAI RPERSON ARONBERG: Curtis can explain
the rule.

ACTI NG COMM SSI ONER BRYANT: l"m sorry. | didn't
realize that the Lieutenant Governor had |eft.

CHI EF COUNSEL FOSSUM  The Lieutenant Governor is
Absent and so Amanda Ful kerson is taking his place.

ACTI NG COMM SSI ONER BRYANT: Moving on, |I'm
sorry. | just didn't -- |I'm not paying attention.

|*'m only paying attention to staff.

(Laughter.)

ACTI NG COMM SSI ONER BRYANT: Just on this, | just
want to double check, in light of my earlier coments, the
ei ght things that we're asking to do -- suggesting that
federal government do, those are all things that we
currently do on our own California platforms, is that --

EXECUTI VE OFFI CER THAYER: They're either things
t hat we al ready do or are enconpassed in the
recommendati ons we included in our prior report. And we
did that. We kind of did a cross-check to make sure we're
bei ng consi stent.

ACTI NG COMM SSI ONER BRYANT: Okay, and then just

in the final resolved about permanently banning offshore
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oil. | think we're all tal king about new offshore oil and
new gas | eases. It doesn't say that. It al most inplies

t hat we were suggesting that they cease i medi ately, which
may be --

EXECUTI VE OFFI CER THAYER: And it makes reference
not to the | eases, but to the sales. So we're saying ban
sales. And that's what makes the lease -- if you're nore
confortable, we can introduce the word "new' into the --

ACTI NG COWMM SSI ONER BRYANT: Yeah, that would be

good, and then I'll nmove approval.
EXECUTI VE OFFI CER THAYER: Okay, we'll put that
in after "new' -- or after "ban"

ACTI NG COMM SSI ONER BRYANT: Okay, then I nove
approval .

Thank you.

ACTI NG CHAI RPERSON ARONBERG: And I'll second the
mot i on. And it carries unaninously, with one not
participating, pursuant to | aw.

EXECUTI VE OFFI CER THAYER: And whi ch?

ACTI NG CHAI RPERSON ARONBERG: Oh, I think I'm
participating. Amanda is okay with me participating, yes.

EXECUTI VE OFFI CER THAYER: Just for our records.

Thanks.

So that conpl etes our regul ar cal endar. And now,

as the Chair was alluding to, we could, if the Conm ssion
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agrees, circle back to Consent Item 25, where again we had
t hought there was no opposition to this, but have received
notification that M. Wes Moody, who is associated with

t he Agate Pier Swim Club, objects to the rent review that
the staff had recommended that the Comm ssion adopt. I
believe the staff recommendation will be presented by Mary
Hays from our Land Managenment Di vi sion.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

PUBLI C LAND MANAGER HAYS: Good nor ni ng,
Conmi ssi oners.

| " m going to give you just a quick summary of
Cal endar Item 24. My name is Mary Hays. l"'mwith the
State -- with the Land Management Division, and |I'm a
Publ i c Land Manager.

Cal endar Item 25 is regarding a revision of rent
for an existing |ease at Lake Tahoe. Our |essee is Agate
Pier and Swim Club Incorporated. And they're |ocated at
5690 North Lake Boulevard in Agate Bay, which is in Placer
County at Lake Tahoe.

Agate Bay Pier and Swim Club is a private club,
and they have on the State sovereign |ands an existing
pier, 21 mooring buoys, and one marker buoy.

The | ease was approved by the Comm ssion in
Decenber 16th of 1998. And at that time, the rent was

set -- mnimumrent with a percentage of gross, because it
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was our understanding that they were also renting their 21
buoys to their menmbers. So the rent was based, at that
time, on an existing benchmark that we had at Lake Tahoe
is an appraisal that is applied within the bed of Lake
Tahoe for recreational and commercial. Actually, we have
commerci al and recreational type | eases there.

Pursuant to the terms of the | ease, the
Comm ssion reviews the rent every five years. Just as a
little background, in 2007, we did a new benchmark. The
prior benchmark had been set in 1992. It's been many
years in between. We did update it in 2007, so there was
a significant increase in rents at Lake Tahoe.

Just to give you a little background, the rent
for the use of State Lands for a single use buoy went from
$93 a year to $340 a year. And the rent per square foot
for recreational and comercial use went from 21 cents a
square foot to 80 cents a square foot. So there's a
significant junp in rent.

Pursuant to the ternms of the | ease, we are
bringing this itemto the Conm ssion to increase the rent
begi nning July 1st of 2010. And we are requesting that
t he Conmm ssion approve the revision of the m nimum rent
for the |l ease PRC 3994.1 from $3, 220 a year to $11,720 a
year effective July 1st of this year.

ACTI NG CHAI RPERSON ARONBERG: Thank you, Mary.
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PUBLI C LAND MANAGER HAYS: And we're avail able
for anymore questi ons.

ACTI NG CHAI RPERSON ARONBERG: Thank you. We have
a speaker card from Wes Moody.

MR. MOODY: Good mor ni ng. My name is Wes Moody.
|'d like to thank the Comm ssion for hearing me on this
i mportant matter to my conmmunity.

' ma volunteer director. One of several for the
Agate Pier and Swim Club. We're are a 501(c)(7) nonprofit
organi zation. W're effectively a comunity service
entity, and we're doing our best to provide vacation and
recreational opportunities for a small community in North
Lake Tahoe.

The Agenda lIltem C25 is staff's recommendation to
increase the |l ease fee on an annual basis. You just heard
fromstaff on that. The increase again is from $3, 220 per
year to a little over $11,700 per year. That's a 264
percent increase in a single year.

We have twice written to the staff over the
course of the last year seeking a nmore noderate increase.
Our first proposal was to increase it fromthe $3, 220 per
year to a little nore than $5,000 a year, which would
itself be a 57 percent increase in a single year.

When staff advised us of the benchmark study

they'd done in 2007, we conpiled some information about
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the real estate price declines in the Tahoe area since
2007. And on that basis, we revised our requested | ease
terms fromthe original $3,220 up to $8, 204, which is
again itself a $155 -- 155 percent increase in a single
year, conpared to the 264 percent increase that staff was
recommendi ng.

Bot h of our offers have been rejected by the
staff. And most recently, their offer was to sinmply del ay
the effectiveness of the 264 percent increase. But if |
understand staff this nmorning, that offer is not on the
t abl e. If | understood correctly, the recommendation this
morning is the increase be effective on January 1st --
July 1st, 2010.

By way of background -- and it's been a |ong
morning, so I'll try to be as brief as possible. In the
early 1950s a man by the name of Buzz Davis bought
property between -- on the north shore of Tahoe between
what is today Carnelian Bay and Ki ngs Beach, and
subdi vi ded that property for residential vacation use for
t he most part, and had the vision of providing vacation
and recreational opportunities for what anmounts to working
cl ass peopl e.

These are not waterfront homes. These are not
estates. These are relatively small |ots, where, as I

menti oned, working class people can provide a vacation
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opportunity for their famly.

Buzz had the vision of creating something good

for famlies, and particularly children. And in the early
years, Buzz would bring burros and |ivestock ponies to the
area and give kids pony rides. A pool was constructed.
He came up with a bunch of goofy games that were geared
toward the children that we continue today. Penny dives
in the pool, and an opportunity to guess how many pieces
of candy are in a jar and win the jar of candy.

We have a 4th of July parade, where one of the
members of the comunity has a truck with a PA system and
we play patriotic music as we drive the truck around the
nei ghborhood. And all the kids in the nei ghborhood have
their bikes decorated with red, white, and blue, and come
back to the pool and have a barbecue.

Agai n, Pl edge of Allegi ance. It's alittle slice
of Ameri cana. It's, in some ways, a |ook back in tine,
but it's intended for the famlies there in Agate Bay.

It's very clear we are not a homeowners
associ ati on, because when Buzz Davis, the original
devel oper, grew ill and decided to attenmpt to sell the
amenities to the comunity, it was offered to all nmembers
of the community, but only a fraction of the residents in
the community decided to opt in to the purchase of the

pi er and the pool.
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But we still represent 238 famlies in the area,
and provide this pier and buoy, that's the subject of the
staff's recomendati on, for use by those 238 famly
menbers, as well as guests that they have or, in sone
cases, renters.

We've, as | nentioned, tried to stay true to the
spirit of Buzz's original vision for the area. It's again
kind of a throwback to an earlier era. W're not a
homeowners associ ation, but we're also not a conmmerci al
venture. We sinply collect dues from our member famlies
in an effort to recover the cost. Again, we're a
nonprofit organi zation.

Over the course of the past five years, not
wi t hst andi ng the benchmarking that the staff has referred
to, we've increased our buoy fees to our menbers about
ni ne percent a year. And our revenues to the club --
agai n nonprofit organization. We' ve been losing a little
bit of nobney, but our revenues have been increasing at
about six percent, as a result of the rental fees.

Those are pretty typical increases, | believe,
under the circumstances. And our club, this group, this
community cannot withstand an increase that the staff is
recommendi ng. This 264 percent increase in a single year,
even if it was spread over a couple years is just totally

unt enable to us.
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And so | would respectfully request that the
Conmmi ssion consider some nore reasonable increase than
what has been recommended by the staff.

ACTI NG CHAI RPERSON ARONBERG: Thank you, M.
Moody for the presentation. What's the pleasure of the
Conmi ssion?

Any coments?

ACTI NG COMM SSI ONER BRYANT: Can staff conmment
back on that a little bit. | just -- it is a dramatic
rent increase, but albeit, we've been getting criticized
for not getting good rent, so it's a Catch 22 here.

EXECUTI VE OFFI CER THAYER: Well, and | think
woul d say that, if anything, that probably the rent had
been too | ow before. That when it was originally set, it
was several years after the earlier benchmark had been
set. So the association has been -- or the club has been
enjoying kind of below market rents, and so the shock is
har der .

We ran into the exact same thing on the marine
oil termnals that the Senator was concerned about, where
we had 65-year old |leases with no opportunity to change
them and we ended up in one case multiplying the marine
oil termnal rent by 40 times to bring it current, which
was one of the reasons it was difficult.

So our approach has been it's best to set market
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rent at this point. W're going to avoid that way having
| arge rent increases in the future, if we set them at the
right rate now. This is the same rate we're using
everywhere el se. | don't know how they prorate costs of

t he buoys, whether the person who enjoys the buoy pays for
it or whether it's paid for by the entire associati on.
It's obviously about 500 a year for the -- if the rent
were i mposed on the buoy holders, it's about $50 a year
per famly, if it were distributed over the whol e thing.

But regardless of that, we don't charge
corporations or people who have a | ot of money more noney
to use the State property or |ess noney. W just -- we
crank in the appraised value, and try and get the fair
mar ket rent without other regard.

We do have the ability to charge |less or no rent,
if there's a public benefit. But again, although this may
be a community, in the sense that everybody knows each
ot her and has parades and that sort of thing, it's also a
private menbership club that some elect to belong to and
others don't. And so it's not equivalent to a town
facility or anything |like that.

So given all of that, we think we've set the rent
at the rate that our appraisal from back in 1997 indicated
was the appropriate bench mark. And it's consistent with

what we're doing in other places in Tahoe.
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ACTI NG CHAI RPERSON ARONBERG: Thank you.

It | ooks Iike M. Moody wants to make a point.

MR. MOODY: If I could just make two quick
poi nts. Number one, | am under the understanding that the
State Lands Comm ssion does offer a different |ease fee
for homeowners associ ations, although we are not a
homeowner s association in many respects. In this regard,
we're very |like a homeowners association, much more |ike a
homeowners association than we are a business that's
trying to make money on buoy rental.

The second point I'd Iike to make is what
busi ness, or for that matter, what government woul d
negl ect to make periodic assessments or reappraisals of
costs, and then expect to be reasonable to recover all of
that in a single year. That's just not a reasonable
practice, in my judgment.

EXECUTI VE OFFI CER THAYER: | want to be clear,
we're not recovering past rents where the rate m ght have
been higher in the past. W're only setting a rent for
the go forward, not trying to make up for lost time. This
is the rent that we would have charged if they were paying
10, 000 a year prior to this. So we're not trying to
recover. W're trying to get to the market rate.

ACTI NG CHAI RPERSON ARONBERG: Okay, and | think

there was a question that probably relates to the fact
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t hat homes owned by the upland owner -- 1'Il let Curtis
chime in and explain the rule.

CHI EF COUNSEL FOSSUM  The Legi sl ature has
prohi bited the Comm ssion from charging rents for
homeowners who have piers or buoys out in the |lake if they
are the upland owner and they have a residence on that.
And that is applied to homeowners associ ati ons on a
percent age basis as well. | think there's something on
t he cal endar, in fact, in that regard.

So when you are not a homeowners associ ation or
i ndi vi dual upland owner, then the Conmm ssion is required
to charge a fair market rent and that's what we're doing
here.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

ACTI NG COMM SSI ONER FULKERSON: May | ask one
mor e question?

ACTI NG CHAI RPERSON ARONBERG: Sur e.

ACTI NG COMM SSI ONER FULKERSON: Woul d you pl ease

reiterate -- you said there was an agreenment or an
offer -- two offers that you guys had made with the
association -- or he -- I'"'msorry, he said that, and those

of fers were rejected?
MR. MOQODY: | was the one that referred that
t hose were offers from our associ ati on.

ACTI NG COMM SSI ONER FULKERSON: They were offers
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from your association to the State Lands Comm ssi on?

MR. MOODY: Correct, written offers.

EXECUTI VE OFFI CER THAYER: That's right.

ACTI NG COMM SSI ONER FULKERSON: And what were
they? What were the offers?

EXECUTI VE OFFI CER THAYER: One was, what, 5,000
and the other one was 8,000 approximtely?

MR. MOODY: The first one was 5,048 per year, and
t he second one was $8, 204 per year.

ACTI NG COMM SSI ONER FULKERSON: And what did you
base that on?

MR. MOODY: The first one was -- |'m sorry,
can't remenber what the basis for the first one was. |
believe it was a percentage increase based on the prior
period of time, but |I can't be sure about that.

But for sure, the second one was based -- we had
heard in the meantime fromthe staff that they had done
this 2007 benchmarking study. And so the second offer was
based on what we believe to be the decline in values since
January 1st, 2007. And that's how we arrived at the
$8, 204.

ACTI NG COMM SSI ONER FULKERSON: Okay, thank you.

ACTI NG CHAI RPERSON ARONBERG: Okay, and, M.
Moody, |'m just going to point out sonething that you may

not be aware of. It was during the Executive Officer's
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report. Paul tal ked about this. But the tim ng of your
request i s simultaneous with the Joint Legislative Audit
Comm ttee's decision to exam ne the State Lands
Comm ssion, to make sure that the State Lands Conm ssion
is receiving market rate rents for all of its properties.
And so that's just a timng issue. And | think
it's in everyone's mnd. So I'mjust going to inform you
of it, because |I know you don't -- probably don't follow
our -- all of our goings on as carefully as we do.
MR. MOODY: As long as we're talking about
coi ncidences in time, this also occurs at a tinme when the
TRPA has inmposed upon all buoy owners in the basin
enormous increases in fees. So it's breaking the back of
our conmmunity association.
ACTI NG CHAI RPERSON ARONBERG: We under st and.
EXECUTI VE OFFI CER THAYER: And | want to make
sure the record is clear that the rent that we're
proposi ng be adopted for this was set before Senator
Cogdill's letter was issued. So the staff was not

i nfluenced by that in making this proposal.

ACTI NG CHAI RPERSON ARONBERG: | was just pointing
out, so that M. Moody -- it seens like it's come up, but
| wouldn't -- | didn't know if M. Moody was aware of it,
so | thought | would just let him know.

What's the pleasure?
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ACTI NG COMM SSI ONER BRYANT: "1l move approval
of the staff recommendati on.

ACTI NG CHAI RPERSON ARONBERG: And 'l second.

And so it's adopted by two with one not
participating.

EXECUTI VE OFFI CER THAYER: That concl udes the
regul ar cal endar, and we would move to public comment.

ACTI NG CHAI RPERSON ARONBERG: We have a number of
speaker cards for public coment. So I'minformed that
our timer may be mal functioning.

EXECUTI VE ASSI STANT LUNETTA: | think it may be
functi oni ng.

ACTI NG CHAI RPERSON ARONBERG: Okay, it may be
functioning. Okay, there are three m nutes for each
person who makes public comment. And if you could get --
| will call the names out three in a row. Just please get
ready so that you can approach the podium without wal ki ng
all the way from your seat.

We're going to start with Marty Adanms, foll owed
by Kat herine Stone, followed by J. Roger Myers.

MR. ADAMS: Good afternoon. Marty Adams from the
Depart ment of Water and Power in Los Angeles.

| don't have an item on the agenda this time for
a change, but | prom sed that | would give you a report

every nmeeting and so | intend to do it real quickly.
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Just to let you know, the master plan for Owens
Lake is proceeding very well. I would like to thank Paul
Thayer and his staff Colin Connor and Marina Brand have
been involved with the process. Paul has made t hem
avail able. They make a two-day trip going to Owens Vall ey
every nonth to participate very actively in the master
pl an. And we expect to have a draft plan out by the end
of the calendar year. So we're |ooking real good on that.

And we do think we have agreement across the
board, that it is the way ahead for the lake. And Item 44
on your Consent Agenda for the EIR consultant was in
conjunction with the master plan, so we're happy to see
t hat move ahead.

Last meeting in June, you did award us a | ease
for tillage on the areas that Great Basin Air Pollution

Control District found suitable on the | ake, the Phase 7

areas.

Yesterday, | was at the | ake. W have done test
tillage areas in all the Phase 7 -- all the Phase 7 areas.
On Monday, they'll be evaluating it with our scientists

and Great Basin to find out which areas we believe are
sui t abl e.

And so hopefully we'll have some significant
interimdust controls in the Phase 7 areas to help with

t he dust season com ng ahead.
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As far as what we see in the future, in terns of
conpliance, we do know that October 1st, we will be
technically out of compliance with the State
i mpl ement ati on pl an.

We believe that the correct path ahead, because
there is an exposure of fines for the City of L.A. is that
we'll be entering into probably a stipul ated order of
abatement for dust control. That order will address
controls for Phase 7 in lieu of the Moat and Row not
movi ng ahead, and something that's permanent that neets
the requirements of the Great Basin, and also controls for
Phase 8, Phase 9 and potentially Phase 10 as well.

Recently, we put out a Mtigated Negative Dec for
a gravel project on two square m |l es of Phase 8. Staff
has given us comments and we are responding to conments at
this time.

We believed we had some time to work with staff
on trying to find a way to make that workout. Yesterday,
we had a meeting with Great Basin and it |ooks like in
order to work on our stipulated order, we're going to have
to try to nmove that ahead to get that in front of the
Board, so we have a response to a gravel project, so we
can know whet her that can be included in our stipul ated
order or not.

So that's kind of where we stand in a nutshell.
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| f you have any questions, |I'd be glad to answer them

ACTI NG CHAI RPERSON ARONBERG: Thank you, Marty.

MR. ADAMS: Thank you.

We have Katherine Stone followed by J. Roger
MWyers, followed by David Johnston.

MS. STONE: My name is Katherine Stone, and five
of the people who signed cards are not going to speak.
They're going to yield their tinme to me. Although, |
won't take it all. Those are David Johnston, who's
president of the Seacliff Beach Homeowners Associ ati on,
Pat McDonal d, who's the vice president of the HOA, Ed
McDonal d, who's a member of the HOA, and J. Roger Mers, a
trial attorney.

| am al so an attorney for the homeowners
associ ation. I mailed you the letters with the exhibits,
express mail yesterday -- no, Wednesday, and | provided

you with copies today.

And | hope you will take a ook at them And |
understand we may be back before you in October, if we can
come to sonme kind of an agreement with staff. Il want to

t hank the Lieutenant Governor's office very much for all
the efforts they have made to try to resolve this issue.

It involves the repair of a revetment that
protects 49 honmes at Seacliff Beach. We've been trying to

get it repaired for four years through the various
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approvals. And we finally got Coastal Comm ssion approval
two years ago.

We t ook a proposed conmprom se to the associ ation
on Sunday, but they did not approve it. And that's
because they believe that the revetment was built on
private property, and so does Cal Trans, who actually built
it in 1972 as mtigation for the highway that goes out
over the ocean now.

And the project, the highway project, including
the revetment, was before the State Lands Comm ssion in
1970. Exhibit 1 to the packet is the transcript of that
hearing. And the Cal Trans engi neer testified that the
revet ment had been designed by their expert and was part
of the project. And Cal Trans attorneys and staff have
stated enmphatically that they built it on private
property.

A settlement -- there was a |lawsuit for damages,
and a settlement was reached in 1977, which repeatedly
emphasi zes that the revetment was built on private
property. And it refers to the right to repair the
revetment, the | andowner's right to repair it.

We have proposed a boundary |ine agreement at the
design toe of the revetment. That |ocation, the design
toe of the revetnent, has been approved by the Coast al

Comm ssi on. It's under the sand, of course.
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Exhi bit 15 shows the design toe of the revetnent
and the 1953 ordinary high-water mark. The conprom se
woul d be to pull in that 1953 ordi nary high-water mark and
pull out a small portion in front of 10 or 12 | ots.

We are eager and willing to pay all of staff's
costs, past and future, and a boundary |ine assessnent
fee, a reasonable fee. Staff has now indicated a
wi Il lingness to consider a boundary |ine agreement, just
today -- or yesterday | got a letter, and to put it on the
Oct ober cal endar.

So we respectfully request that you ask staff to
follow through with this. | f we don't get the revet ment
repaired this year, and there are heavy storns, there may
be serious damage.

Thank you very much.

ACTI NG CHAI RPERSON ARONBERG: Thank you.

Apart from the people that Ms. Stone nmentioned, |
don't have any other speaker cards. I's there anyone el se
who wi shes to speak during public coment?

EXECUTI VE OFFI CER THAYER: | would just say that
we believe that we've received in, the equival ent of an
application, a proposal for this boundary |line agreenent.
Our intent is to analyze that and bring it back to the
Comm ssion at its next meeting. And so rather than get

into a long discussion of all the issues today, it would
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make nore sense to do it then

But we'll analyze that proposal. And, as | think
t he Comm ssioners realize, and the association would
agree, we've net several times in an attenmpt to work out
our issues with the association. And we expect that we'll
have more of those meetings, and that we'll bring back the
results, either in ternms of an agreenment that we support
or an analysis, in any event, of the proposed boundary
line agreenment with the staff recommendation on that. And
we hope to be able to do that at the next meeting, which
is not yet schedul ed, but we would anticipate being in
Oct ober .

ACTI NG CHAI RPERSON ARONBERG: Thank you.

Well, that concludes the regul ar cal endar.

Seeing no other members of the public that wi sh
to address the Comm ssion, are we going to have a cl osed
session?

CHI EF COUNSEL FOSSUMm | don't believe it's
necessary at this point.

ACTI NG CHAI RPERSON ARONBERG: Okay. Thank you.
The meeting is adjourned.

(Thereupon the California State Lands Comm ssi on

meeting adjourned at 12:34 p.m)
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CERTI FI CATE OF REPORTER

|, JAMES F. PETERS, a Certified Shorthand
Reporter of the State of California, and Regi stered
Prof essi onal Reporter, do hereby certify:

That | am a disinterested person herein; that the
foregoing California State Lands Comm ssion meeting was
reported in shorthand by nme, James F. Peters, a Certified
Short hand Reporter of the State of California;

That the said proceedi ngs was taken before me, in
shorthand writing, and was thereafter transcribed, under
my direction, by conputer-assisted transcription.

| further certify that I am not of counsel or
attorney for any of the parties to said hearing nor in any
way interested in the outcome of said hearing.

I N W TNESS WHEREOF, | have hereunto set my hand
this 3rd day of September, 2010.

JAMES F. PETERS, CSR, RPR
Certified Shorthand Reporter
Li cense No. 10063
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