20. (REVIEW AND SUGCESTRED REVISION OF RENTAL RATES AND ROYALTIES = W,0. 1087.)
At the meeting of the State Lands Commission om July 18, 1551 (Mimute Item 12,
Page 1414), there was presented to the Commizaion a review of tho practicss
ad policles soncerning ratea of rental, xoyalties, and othar related matters
with suggested amondwants, with a view towsrds better scordination of the
existing system. Action upan the reccmmendations wes deferred to allow suf-
ficient time for study by the Commission of the recormendations that were
mde.

At its mesting on September 20, 1951 (Mimute Itom 18, Fage 1445), the Execu-
tive Officer was directed to publish a notice ¢f the proposed revisxioms in
order to givs the public an opportunity to express its resctions and the
ocondlusicn was reached to consider the propcsed revisions at the next meeting,
taking into sonsideration muy comments or suggestions that might be received
in the mentime, Botiou were published on Gotoder §, 1961, in "The Los
Angeies Deily Jouraai™ and the “Saorsmento Bee™, in whish the public wae
advised of 55 proposed changes and was informed that those intsrested might
obtain copies of tku st oither the Smoramanto Offios or the lLog ingeles
0ffice, snod that any cozmemts thereéca would de reseived at the Los Angeles
office wp %6 “*to‘b-u' 23, 1981, Ko requeats for copies of the proposed
miainm have been mind to date, ad o adnouh have been MiM

UPON MOTION DILY MADR AND URA¥IMOUSLY CARRIED, A RESQLUTION WAS ADOPTRD
AUYHORIZING THE REVISIONS I REETA. RATES, ROYALTIES, AND POLICIES "PRESENTED
m TBE COMMISSION AT I¥S MERTING ON JULY 1€, 1951, TO0 BE USED Y THE STAFF

1% ¥RGOTIASIONS; IN CASES mmm SPECIAL TREATMENT, FULL INPORMATION AND
mnm ARE TO BE PRESENTRD 20 THE COMMISSION POR.17S CONSIDERATION.
FURTEER AUTHORIZATION, AS POLLOWS, WAS GIVEN:

Y. APTLICGATIONS FOR NMEW LRASES BEGE’VBB I8 FUL mmm A8 70
BXIETING RWW&ST&?RE&MW DEPOSITS FRIOR 10
m!’ 1, 1952, AR TO © ey mmm IN EXISW “m&"%

2. PURPRESTIRE (ASES ﬁﬁﬁ"fﬂ bABRYTBERA% “I¥ EXISTRNCE PRIOR
TO OCTOBER 24, 1951, IF THE LEASES AR% AUTHORIZED BY TER
COMMISSION PRICR PO JANUARY 1, 1952,

RENERALS OF EXISTING LEASES ARE TG CARRY THE RATES IN
BXISTENCE PRICR 70 COTOPEE 23, 1581, IP THEY ARE AUTHORIZED
BY THZ COMMISSION PRIOR 10 JANUARY 1, 19823 FR A
HOWKVER, THAT IF AWY SUCH RENEWALS APPLY 70 LEASES EXPIRING
APYER DECERMER §3, 31351, OMLY THOSE APMLICATIONS FOR RENEWAL
THAT ARR ON HAND AS OF QUIOBER 24, 1981, ANE TO mxmm
BATES EXISTING FRICR 70 THAT DATE,

EY, ARFLISATIONS BOT Gm IR "‘Jﬁ?- "i!'R"IE-'l OF THE &B@ﬁ
?ﬁ’r’ 7'!‘”%!3* éiéﬁ THOSE &F FE 5 JARE E8. B
CARRY W SUHEDULE ﬁ? Tiaw.




Discussion of the zeversl changes follows:

Right=of-Wsy Tasmments

Past practics hsz bean to require a ysarly rental of $40 plus twe cents per
lineal foot. It hme been sericusly ocomplained of as being sxcessive, to
suoh an extent that the applicant, in same cases, has-foundd it cheaper to
purchage the whole of a school section than to pay for a right of wey soross
ite This can be seen to be correct because whea the two-cent rental rate is
capitalized at 4%, the cost of the land mmounts to about $200 per acre, well
in sxcess of its actual vaiue.

PeReCs 6976 ontablishes & rate of $2.50 psr acre per year for right-ef-w
easoments over oertain State lands. For oonsimnoy and to co,ntom to this
law, thix rate will be spolisd, Zor 3 pight of way 100 feet in width it is
the equivalent of about 0,8 oents per linesl foot per year, which if capital-
ised at 4X becomes 15 ocents per limesl foot in parpaluily. Theso retes will
apply to uss of all kinds of lends MrmMndi(zﬁmotthe BState Lands

Comaimsion, including the beds of navigable streams and tide and submerzed
lands

&

Basomonts are goosrally desired for a lwg torm, =amatimes in perpetuity, and
sometimes for #o long as used for s specifivd putpess. 3ho practice of the
State Lands Commicsion hag boen to 1imit the term to 15 years, with rights of
renswal for on® or more periods of 10 years esch, In view of the long-term
finanoing procsvres of public utilities, proruim ie being mide ts increase
the term of much sassments t6 for so long es the lands are uszed M tiw -
specified purpose. The tsrm 1s not to excecd 49 years, howevers ctherwiss
the State might be considered to lose its status of owver, which is contrary
to law in the case of sovereign lands.

Ths minimum total consideration to be paid to tie State will bs $50. Al

“foes and rontels are to be paid in advence, Bonda will dbe required cmly

whers the irstallatien is of such a nature as t pesult in a sudbstantisl
ssverancs, becawss otherwise the cost of removal of any installation would
be negligible,

2 foregoing procedures are to apply to all cased me’c those involving
Taalzowiish a**%wz:so in excess of 50 per more. Fi the latter, special
negotiations i1l Lo had in each osse,

Gras%watiom, and Agricul tural Loms

Grasiss apd wpiicsiiural leases in the psst have been issusd ou the basts
of scmastitive bidding after receipt of a minimum acceptable offer of ax of
the appraissd value or of 30 gents per acre per ysnr, whichever wes the
greater, There has besn practioslly mo bidding by other than the original
appliocent, and the minizmm hus Deen sét 8o high that usmlly the lease wes
sntsred into only in order to qulify for & Federal lease on adjoining
Jends. Such lesssk, in the future, will be based upon an sporaisal of the
valuws of the lend for supporting the intendsd use, and are $u be megotiated,
and not sede subjeot to compatitive bidding unless conditions warrsut such
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procedure, Thess lesses will run for terms of frém crw %o five years, with
preferantisl right of renswal in the lesses for like psricds st such teras
end conditions as the Commission may donide at the tims of renewal. Bonds
will be required where the cost of imstalled facilities iz in excess of
$1000. A minimum anmusl rentel of $10 has been fixed.

These requirements alao will de zpplied in omses invelving the use of tide
and submergsd lands for reersatiomel purposes.

Commereis) and Industrial Loases

In the past leases for commercial snd industrial uses kive been iasued after
nagotiation on the basis of 8 peroent of ths appreized walue per anom (with
automitio insresse of 10 porsent 4z S3lus every {ive yeirs). ITho bese rate
is inoreased to 9 perceat whore there is a purpresture. The terms are from
one to fiftesn years, with preferential right of remewal in the levses for
one or more tenuyear terms, on swh oonditions us the Comsisiion wey then
proscribe; DBonds have always bess required. Thias requiremsut will now be
wived whare proposed imgrovements do not cozh in exoess of $1000.

the minimae eprtsi rental has besm insressed from $50 to §100, This Wil
ing the nicimus for = eromeroisl or industrial ¢Btablislment to a higher
rate than ths flat rontals tssessed fior ark-sites for residential use.

This method will be applied alss to srkesites used for commercisl purposes;
snd to oazes involwing minor strustures costing in oxcess of $2000 whea used

2otw, -
gromaradaile,

b

No dhanges,

irkosiﬁv %mm

Past polioy at Corte Madsra required an anmal rental of $42, Mors recsntly
the Comzlssion Zixed remtale in the Bisok Point are at $50 plus §16 por
siructicce. As the Corte Maders loases are expiring this ysar, they will be
brought in line with thoss at Black Point. Arks used for commerciasl purposes
will be considersd as in the sum sategory as dooks and plers, Thersfors,
the nt:lgf $50 plus $15 will apply to arkesited ured for residentisl pure
poses only. .

Ninop-airusture Pormits
— o W—————

These cover huoys, moorings, floating squipment oto.p alme vatwalks, mall
boet landings, and boat houses, costing not in exvess of $6500, A flat fee
of 315 hay bean azpeszed, snd the term of 4the pormit has been for mot to
excesd five yesrs. No expsiuse dsposit has besu reguired since no appraisals
are sede: Yo meak the seats of administration mo. olosely, the fee is

w} s 1470




inorensed to $25 whare reorsational uase is involved; and, to be consistent
in the differentiation between recrsational and commercial uase, the fe¢ for
the latter is to be $50 where facilities costing not in excess of $1000 are
proposad, and §100 where She coat exceads $1000 and doss not excesd $2000,
To reduce Zfwrther the burden of field appraisals for minor projects, ths
cost limit is raised to $1000 for reoreational uses, and to $2000 for
commerciale

Minoral Leases {otba‘r than o0il and gas)

Except for prospecting permits and for renewals of cortain losses iasusd
prior to 1941, the Fublic Resources Code leaves the fixing of royal‘lar rates
with the Commission, tubjoat to eenp.titiw bidding in 21l but prefomntial

It Xatter the formuin K = & + Kv> hai Yeod used in the pest,
where R @ royal.ty rate in %, X ® 0,00390525, V * assay velus per ton in excess
of $20, & % pinimum royslty rate in %, and n ® 2, Thic wes desigued for
precious metals, tut appeirs in one preferential lease where perlite iz the
principal mineral invelwed: In snather cose involving perlits, i stepped
scale of 1 to 20% of the gross sales prios, the rete deponding won the
volume of produwciion, wex useds For resewiis of Owens Lais isases, and for
the Williems lease at Mono Laks, the rate bad Been set at 50 cents per ton
:}:; 2% of *:ho woighted average sales price foosbe the plant, whichever was

greater,

The foregoing methods of computing royaltiss iuvolve qmrtoﬂy, it not
monthly, dsterminations of uverage sales prices, and tius impome comylicated
and burdensoms socounting upon the State and the lessse, To ebviste this
the following formula and method has b esn ndopted:

R® a +b{g=d), in which

R ® Rayalty in dollers and cents per unit

& ¥ Fixed minimum royalty

b ® Bid fantor (sxpreased as 1.1, or 0.6, oto.)

¢ * Woighted average gross sales prioce per unit for
"yardstick year"

d = Eshimated weightad gross salss value at ths begimning
of the lsase,

prown mﬂmg&xa@ ::&'au‘t is oma salaatad st Intarwals theanrhont the ‘lii:c o the

o

lease for whieh the sctual - weighted average gross eales price is determined
and utilized in the formula for computing the roysity i‘er the snsuing jntere
vale Tho intervals would be selected with due regaxd for the typs of opers~
Yion involved. For the first intervel of the lesse R equals a. Thersefter
R will equal & or & + B{o-d}, whichever iz the greater. Inis meihod will
reduce the deBermination of the “weighted awarage gross sales price® to
ONOS AYArY SSYeral Yearid,
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In axy prrticuiar onge the ssivotion of s, the fixed minimum, and of 4, the
initis)l estimatsd sales wvaiue, iz to be done with cave, Stepped valuss are
% be sssigued t0 & to allew far sn inereased royalty with a substantial
increase in volume of produotion, Ths bid Fastor D wiil be whatever the
bidder wants td make 3%, 3u the oase of sompetitive bidding, or what the
Couminsion fixes, in the case of prefsrentisl iaxses.

Por precious ainerals ths sbove u;ho& will be followed, but the formuls
will be medified to R » a ¢ ble=d}® to allow for a mors rapid inoresse in
rolty in oases of high-val:g msa

A top 1init of B » 26K will be st for nonprecious winersis, and one 0P R =
. S0 for precious metais.

Dradgirs of sand and gravel from navigeble stresms was ocoordinated Ly the
Sommizslion st 3ks meskins an Anri)l M. 1950, ea follows:

3e mwgingm m specific improveament of nevigetion under &
coctrast with the Pedorel Goverment o other authorized publie
agenwy where public monies are being ussd, pemaite will be

izsusd and 2o Toyalty olwrged.

2. Thers dredging 1s dome st private oot for the speoific benefid
of oavigation, or where it is doms 59 23 to have consurrent benefita
to navipation, flood control, and recreational intarewts, 2 ninimue
royalty rats of ope vent psr cubie yard is required. In theme cnmes
s favorsbls opinion frem the UsS. Corps of Englusere to the sffick
et sush Demefits will result is s requisite,

3. For purely vowmercial opsretions tiw minimm royalty rate %o be
specifivd is three 2euts per cublis yard; leares in mush cuses %o
issus only after weiver of cdbjection by %S, Corps of Exgineers,

There dredging is d6us undor Federal permii at privats nost for the specific
benefit of navigation, no royslly will be chargeds thie will more olosely
sonform to the intent of FaR«Ce 8303 as smended in 1945,

The forsuls givou sdeva. foe womprenicus Minersla can he ussd for swpuling
royalbisr and voosiving blds for dredging sand and grevel, the fixed miniwm
reyally rate a boing ops oent ux thres cents, am circumstences might require.

031 aad Ges Leuses

Qurrsat prosedure i Yo o followd. Study iz Deing given, however, % &
edaplification of the reysity formuls now in use,




TYPE_OF LTASE

STATE LANDS CONISSION « PROPOSED IR

EINTHON
RENTAL

Q 1} Right of Vay

2) Graszing,
Agricultural,
Recreationsl

3} Commercisl,
Industrisl

4} Groina, stec.

5} Avk Sites-
Residential,
Resrsastional

6) Fish Cenvon

7) Minor
Structires~
Recrextional

2) Wnor
Structures~
Comperoial

9} Minersls:
a) Prospecting

b) Presimus

¢} Fonw
precious

a) Dredging

3} Soda Km’
37 38

£) 01 and Gas

350 total

$10.00
per yr.

$.00.00
per yr.

No rental

$50 plus $15
per dweliing

pexr yxr.

415 to $30

per yr.
5 fee

&50-£1.00
fee

$1 per acrs

$L por acre
POr ¥ra

81 per zore
pex yr.

0 to 3¢ per
oita yde

50¢ per toa

16~2(%% ylua R e

asreage
rantal

RENTAL C3 BOYALTY RATES
0,6¢ per £%, per yr.

2.5¢ par ftw

By negotiation
after appraisal

6% of eppraised value

per yr.3 9% where
purpresture extats

¥o rental

350 plus $15 per
dwslling per yo.

$15 i $30 v ¥

25 f2e

$50-5100 feo

R ®g ¢ blowd)
Max, of 25%

(P =~ 3% %g
2.5 % J0loto?

TERE OF TEASE

1 to 49 yrs.
45 yxs.

i 5yre.

1 % 15 yrs.

Indefinite

1 to 10 yws.

Yaries

1 to 5§ yrs.

1 %o & yrs.

2 yra.

20 yra,

- 20 Y38,

20 yro, ’

20 8.

20 yrs.

As above

One at
iyr.,

Sucesksive
30-yeor
perioda

4z adbove
i8 above

As shove

(Note 2)

0 Nota 1 = Except preferential leases issued pursuant to pmpeatiﬁé rernits.
Nots 2 = For so long thereafisr s oll and gas produced in peying quantitiss,

wgzm
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BONDS REQUIRED  LETHOD OF IEASTHG
Thers By application
subgtantial
Where impreve~ - By applicstion
menta cost in and pegotiation
excess of §1000

* Where improve=  Am sbove
ments cost in
sxcess of $1000

.- Yes By spplioation
Hane By applicati on
Hone By appifcation
Kone 8y application
Kons By applicetion

{ None By appliostion

" Yes Gompetitive bids

i {Nots 1) ‘

| Yos 48 ebovs

i Y88 Commpetitive bids —

© Yes Az skove

1

' You A shove

AL0mT &

INITIAL

DEPOSIT

$100,00

§25,00

$100.00

$100,00°

Nons

Ko

None

None

§1.00
par acra

$50.00
$50,00.
$50.00
$50,00

Hono

REMARKS

Ancunt of bond fixed by cost of
repoval of structurs

s sbove

Amt,of bond fixed by removal cost,
Appraised value automatically in-

Y

creased by ﬁ every five years.
. A , - ‘
Amount of bond fixed by cost of

vemoval,

Hons

Current repewals for one yr. in
view of posaible sxch, with G5,

Limited to cagsez whwre cost of
facilities doex not exsesd
$1000.

Wears coat of Lacilities does nont

exosed $1000,fee iz $56Q; where
cost over $1000 and does not
axcesd $2000, fes 1w $100

Proferential miverel leass wpon
disoovery

$1000 minimm bend
Az above
As adove
$1000 minimum bond

$25,000 minSmem bond; bidders

-aulmit deposit to dafrasy costs,

1? mucessful, and to guerantas
acoaptance,
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