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BACK RENTALS AND FOR OTHER APPROPRIATE RELIEF IN CONNECTTON
WITH BREAGH BY PACITIC REFINING COMPANY OF LEASE PRC 3424.1

AUTHORIZATION OF ATTORNEY GENERAL TO BILE SUIT FOR RECOVERY OF

At its Jun¢ 1976 meeting, thé State Lands Commission authoyized
assignment and amendment of Sease PRC 3414. 1, which duthordzes
the congtruction and dpevation of a vharf and appurtesiant pipe-
Iines for the lpading and unloading of petroteun products on
Scate tide and subme¥ged lands in San Pablo Bay, Contra Costa
County. - o : ‘ ' ‘
The amendmgnt vo the lease proyides for volumetric wpewt, further
providing thet rent $hall ngt be charged on a comipodity if reat
has already acerued under the leass on that bdemtical commodity.
This pirovision is in dccord with secfion 2007(b) (1) of the
. Commission®s pegulations. A dispute has arisen concerhing the
- meaning of the term “identical gommodrty", The iesseé, Pagific
Refining Company, coitends that fwel 611 and’ diesel odl are
commodities identicel to crude oil undexr the terms of the lease,
“and that where rent:1 has been charged Fotr crude oil coming in
to thedt refinery, rental does npk decrue on the ref'ned products
and derivatives of this crude oil -~ fuel oil and diesel oil --
when these commodities pas. out over the leased land after refining,
The State Lands Divieion and the Attotney General's Office disagree
that the respective commodities are ldentical and have concluded
that rent should thevefore be charged on fuel 0i) and diesel oil

as well as cende oild.

To date, Pieific Refining Company has witbheld rento! payments on
fuel il aid diesel oil, and it has advised the Division that it
intends 1o ¢ “tinue withhelding rent on these commoditics in the
futurg, iw alcordance with ft< interpretation of the lease. The
Division estimates thar the rentais o withheld will totol approx-
imately §20,000,00 over the course of a year. An exchange of
correspondence gxtending over severwl months has failed to resolve
the dispute, and it therefore Ay bears that the Commission's eniy
reconrse is litigatron, .

IT 1S RUCOMMENDED THAT THE COMMISSTOMN:
AUTHORUZF THE OPPICE OF TUR ATTORNEY GENERAL TO FILT SUET FCR THE
RECOVERY OF PACK RENTALS AND FOR OTAFR APPROPRIATE RELIEE Th

CONNLOTION WITH THE BREACH BY PACIFIU RFFINING COMPANY OF LIAS!
- PRU 341401,
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