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STATE LANDS COMMISSION STAFF’S ONE-YEAR RESPONSE TO THE

- BUREAU OF STATE AUDIT’S REPORT: 2010-125

**¥pleoase note that the lettered exhibits identified in the 10/24/11 response and the
numbered exhibits identified in 2/23/12 response were previously provided to the Bureau of
State Audits (BSA) as part of the Commission staff’s 60-day response and the Commission
staff's 6-month response, respectively. These exhibits are not reproduced for this one-year
response. Only Exhibits I-VI referenced in the 8/23/12 bolded responses are included. At the
time this one-year response was submitted to BSA, Commission staff had not received any
feedback from BSA on staff’s 6-month response.

Chapter 1 Recommendations

1.1a Toensure thatit manages delinquent leases in an effective and timely manner and
collects all the amounts owed to it, the commission should determine the amount of
past-due rent that should be included in its accounts receivable account. ’

8/01/11 Respohse - Staff is aware of past due amounts maintained in its receivable
accounts. The report describes $1.2 million in past due rents as of December 31, 2010.
The correct amount of past due revenue receivables reported to the auditor was

1 $209,389.27 for 210 invoices. Of these, 146 invoices for $121,433.68 were in excess of
180 days, delinquent as defined by the State Controiler’s standards. Other invoices
included in the total reported past due amount include contingent receivables. These
are invoices for which there is some question as to their validity, usually boLmdary or
jurisdiction related. These totaled $484,189.30 and are purposefully kept, as prescribed
by State procedures, in a separate account due to their contingent nature. The |
remainder of the amount asserted as past due were invoices that were not yet due,
based on their actual due dates. ’

Additionally, Table 1 asserts that the Commission has “lost” $1,616,936 in delinquentb
rents. It is unclear how it relates to the $1.2 million above. Regarding those accounts,
the table includes 4 leases to AERA that are to be quitclaimed representing $501,223.
These are pipeline leases associated with the “Molino” lease in the Santa Barbara
Channel. While the oil & gas lease was quitclaimed in 1997, these associated pipeline
leases were not similarly processed by staff and will be closed out as of that same date.
While this does illustrate a process failure, the associated revenues are not valid and
should not be considered “lost” due to their not being collected. All 4 accounts have
been placed in Contingent Receivables pending completion of the transaction. Also,
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1.1b

1.1c

Ramos Oil Company and Ship A Shore have both been placed into Contingent
Receivables until outstanding issues are resolved. '

10/24/11 update — Commission staff has proofed the outstanding receivables accounts
noted in the report and continues to disagree with the conclusions in the report
regarding the magnitude of past due accounts. We do acknowledge that there was
confusion between the auditor assigned and Accounting staff in the questions that were
being asked and the methodology the auditor used to extract the information in
determining which invoices were past due; the most significant being the use of the
date the invoice was input into CALSTARS to determine past due, rather than the actual
due date specified on the invoice and in the lease. Accounting staff has-refined the
reports and information it extracts from CALSTARS in mon'thly reports to provide more
succinct date information for determining past due invoices. Staff is also working with
Legal to provide better documentation when invoices are placed in Contingent
Receivables due to disputes or litigation. See Exhibit A*.

~ BSA has determined that this recommendation has been fully implemented.

To ensure that it manages delinquent leases in an effective and timely manner and
collects all the amounts owed to it, the commission should develop and adhere to
policies-and procedures that incorporate the administrative manual’s guidance,
including the steps staff should take when a lessee is delinquent, time standards for
performing those steps, and a process for consistently tracking the status of delinquent
leases between divisions. ' '

8/01/11'Response - Commission staff agrees and has already begun taking measures to
implement this recommendation. While accounting procedures for 30, 60, and 90-day
dunning letters are in place, there is a recognized need to better coordinate between
Accounting, Land Management and Legal in dispos'ition of delinquent leases should
those initial steps fail. |

10/24/11 Update — A process has been developed and will be in place by November 1 to
address lease compliénce issues and specifically coordinate actions regarding delinquent
leases. The process involves review of delinquent accounts by senior management
meeting on a regular basis to determine the course of action to be taken up to and
including litigation and possible ejectment. See Exhibit B*.

BSA has determined that this recommendation has been fully implemented.

To ensure that it manages delinquent leases in an effective and timely manner and
collects all the amounts owed to it, the commission should conduct and document
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1.2

. cost-benefit analyses when it contemplates either referring a delinquent lessee to the

attorney general or pursuing the delinquent lessee through other means.

- 8/01/11 Response - While no formal written process exists, Commission staff conducts

an extensive, informal cost-benefit analysis, including consideration of statewide policy
implications, through coordination with senior management, the Executive Officer and

the Attorney General’s Office, when deciding whether to recommend pursuing litigation -

to the Commission

10/24/11 Update — All delinquent accounts will be evaluated as part of the Lease

Compliance process and will ensure cost/benefit considerations in such documentation

of decisions regarding enforcement are referenced in the lease file. Also see response
to A (2), above. '

BSA has determined that this recommendation has been fully implemehted.

When the commission determines that it will pursue delinquent lessees itself, it should
use a collection agency or a program such as the Franchise Tax Board’s Interagency
Intercept Collections Program.

8/01/11 Response - Commission currently does not have the authority to request a |
taxpayer ID from individuals, which is necessary for participation in the intercept
program. As it expands to include Employer ID for businesses, this may become an
option,‘Staff will continue to explore better ways to pursue delinquent accounts

including possible legislation or regulation to allow collection of such information.

10/24/11 Update — Staff has contacted Franchise Tax Board staff regarding'use‘ of
collection-agencies and, based on their guidance, is currently conducting an analysis of
authorities the Commission currently has and determining whether additional
regulations or legislation is needed to authorize such use. Additionally, staff counsel has
been assigned to investigate the authority of the Commission to require social security
numbers from lessees, which are necessary for participation in the intercept program.
Staff did find evidence of a prior legal opinion that concluded the Commission did not
have such authority. ‘ "

2/23/12 Update — Staff has determined that the Commission would need special
legislation to obtain individual lessee social security numbers in order to participate in
the Franchise Tax Board Interagency (FTB) Intercept Collections Program. Staff has also
determined that the liability risks, legal requirements and obligations to keep such
private information safe from disclosure outweigh the potential benefits of obtaining
such authority to request that kind of information. The FTB Intercept program is of
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1.3a

limited usefulness as it can only be used in instances where the lessee is a person.

These leases typically'have rents of less than $1,000 a year which makes using the FTB
Intercept Program marginally advantageous versus the cost of security. Higher rents are
with companies using an Employer or Taxpayer Identification Number (EIN or TIN) and . -
that is not incorporated in the program. Also, there has been an increasing trend by

~ private lessees to enter into lease as a family or living trust, which is identified by the -

TIN rather than Social Security number. Additionally, staff has learned from the
California Office of Privacy Protection that most state agencies are moving away from
the use of social security numbers and trying to minimize their use because of the
significant responsnbllltles to restrict access and comply wnth numerous state and federal
privacy requirements.

Staff continues to research the aufhority necessary, and the feasibility of, using
collection agencies. However, even this approach may require legislation as personally

identifiable information would need to be transferred to the contractor for colle.ct'ion

purposes.

8/23/12 Update — Staff’s determination detailed in the 2/23/12 update has not .
changed. As to the feasibility of using collection agencies, the federal restrictions on
the purposes for which a social security number (SSN) is required precludes the
Commission from requiring a SSN to lease state land. ‘Furthermo're, the expenses

-involved in obtaining and maintaining this private information would provide little

additional opportunity or benefit for the Commission to collect on unpaid rent using
collection agencies.

Staff has intensified coIIectlon efforts currently available to it and has reduced
outstanding past due accounts receivable significantly. The June 30, 2012 total is
$868,000 compared to $1,200,000 identified in the report. Active accounts not
classified as contingent are down to $344,000. Recent actions will reduce the total by
another $225,000. Staff is confident of continuing this trend. The addition of the
lease compliance positions in the 2012-13 Budget will further enhance these efforts.

To ensure that as few leases as possible go into holdover, the commission should
continue to implement its newly established holdover reduction procedures and
periodically evaluate whether its new procedures are having their intended effect of
reducing the number of leases in holdover.

8/01/11 Response- Commission staff agrees and has already implemented this
recommendation.
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10/24/11 Update —The Bureau’s report states that the new holdover procedures
“appear reasonable [however], because the commission only recently implemented
them, we were unable at the time of our audit fieldwork to determine whether they |
would be effective.” Since November 2010, staff has continued to build upon its .
holdover reduction process. In March 2011, staff: (1) finalized the language for the
holdover notification letters for both significant and routine leases as laid out in its
“holdover reduction procedure; (2) finalized language and formalized the practice of
including a provision in the more SIgnlflcant leases that the lessee provide a 2-year lease
" renewal notification; and (3) finalized the holdover checklist, which identifies the steps
and timeframes to be followed by staff. LMD management also continues to hold:
monthly meetings to discuss the status of holdovers and those leases assigned to
contingent receivables. All of these items were discussed in the November 2010
~ holdover reduction procedures. As was detailed in the Commission staff’s August
response to the Bureau’s report, in August 2010 there were 32 leases in holdover status
with annual rent greater than $10,000. As of today, 24 of these 32 holdover leases (75
percent) have been eliminated with only 8 leases remaining in holdover status with
annual rent greater than $10,000. One lease (Selby Slag) involves an ongoing
environmental clean-up obligation and will remain in its holdover status indefinitely.
Another lease (Chevron Estero) is in non-operational caretaker status and should be
taken off the holdover list once a determination is made as to its final disposition. Four
of the remaining six are expected to go to the Commission for consideration in the next
eight months. The GP Gypsum lease is scheduled to be considered by the Commission
at its October 27, 2011 meeting. The PG&E pipeline master lease is expected to be
considered by the Commission in December 2011, and the NuStar Marine Oil Terminal is
expected to be considered in early 2012. The Kinder Morgan pipeline master lease is
expected to be considered by the Commission in mid-2012. Staff recently received the
applications for the two Tesoro marine oil terminals. With the environmental review
and compliance with CEQA required to process these applications, it will likely be a few
years before these leases can be considered by the Commission. However, rent reviews
were conducted in June 2011 and rent rates and payments are up to date for those two
leases. See Exhibits C, D, and E. ‘

©2/23/12 Update - As reported in staff’s 2011 Audit Action Plan, as of October 2011, 24
of the 32 holdover leases identified in the Bureau’s report had been eliminated from
holdover status. As mentioned before, of the remaining 8 leases, one lease (Selby Slag)
involves an ongoing environmental clean-up obligation and will remain in its holdover
status indefinitely. Another lease (Chevron Estero) is in non-operational caretaker
status and should be taken off the holdover list once a determination is made as to its
final disposition. Staff is waiting for an abandonment plan to be submitted.
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Since October 2011, one lease (GP Gypsum) was approved by the Commission on
October 27, 2011. The PG&E pipeline master lease was split into six separate leases and
was approved by the Commission at its January 26, 2012 meeting. The Final EIR for the
Nustar marine oil terminal was finalized in mid-January 2012 and staff anticipates |
bringing the lease and EIR to the Commission for consideration in March 2012. The
Kinder Morgan pipeline master lease is expected to be considered by the Commission in

- mid-2012. The two remaining holdovers are the Tesoro marine oil terminals (Avon and -

Amorco). Staff has received applications for these terminals and is initiating the
environmental review. Staff anticipates this environmental review will take anywhere
from one to two years. Once the environmental review is complete, staff will take the
lease and environmental document to the Commission for consideration. Rent reviews
for these two leases were conducted in June 2011 and rent rates and payments have
been brought up to date. ‘

BSA has determined that this recommendation has been fully |mplemented

8/23/12 Update — As of August 2012,' 27 of the 32 holdover leases identified in BSA’s
report have been eliminated from holdover status. The Nustar marine oil terminal
lease was approved by the Commission at the May 24, 2012 meeting. Of the |
remaining 5 holdover leases, one lease (Selby Slag) involves an ongoing environmental
clean-up obligation and will remain in its holdover status indefinitely. As mentioned
previously, applications for the two Tesoro marine oil terminals have been received,
the environmental review has begun, and staff hopes to bring these leases to the
Commission in 2013 or 2014 for consideration and approval. During the rent review
process for the Chevron Estero petroleum pipeline, for which staff was seeking an
abandonment agreement, it was discovered that the pipeline is being used as an
outfall pipeline. Staff plans to bring this pipeline under a new lease. Removing these
four leases from holdover will not impact rent as all four leases are current at 2012
levels. The final holdover lease is the complex Kinder Morgan pipeline master lease.
Staff is currently negotlatmg this lease and hopes to bring it to Commlssmn for
approval by the end of 2012 or early 2013.

To ensure that as few leases as possible go into holdover, the commission should
consistently assess the 25 percent penalty on expired leases.

8/01/11 Response - Commission staff agrees and has already implemented this
recommendation. ‘

10/24/11 Update — Application of the 25 percent increase adjustment has been
incorporated in the Holdover process mentioned in the above section.
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1.4a

BSA has determined that this recommendation has been fully implemented.

To complete its rent reviews promptly and obtain a fair rental amount for its leases, the

commission should consistently notify lessees of impending rent reviews or rental
increases within established timelines.

8/01/11 Response - Commission staff agrees with this recommendation. However, in
triaging the total lease workload, a prioritization approach has been implemented for
high revenue-generating leases. Additional review and increases could be implemented

with additional staff.

10/24/11 Update — Commission staff has continued to develop and refine its rent review

~ process. In late 2010, leases due for rent reviews began being pulled one year in

advance as opposed to 9 months in advance. In April 2011, the rent review checklist,
which identifies steps and timeframes for staff to adhere to, was updated, These
changes have been effective in helping staff complete rent reviews in a timely fashion.
Additional staffing has also been requested to accommodate this workload. See Exhibits

F, G and N*.

2/23/12 Update —The directive to pull leases due for rent reviews one year in advance
has actually caused staff to process these rent reviews too efficiently which has resulted
in numerous rent reviews being prepared for Commission consideration prematurely. If
rent reviews are conducted too early in the process, the Commission may not be able to
take advantage of land valuation changes, updated benchmarks, or Consumer Price
Index (CPl) adjustments. In November 2011, staff was directed to only bring rent
reviews forward for the Commission’s consideration within a 4-month period prior to
the effective date of the rent review. See Exhibit 1.

Staff was also successful in securing Administrative approval of staff augmentations in
the Governor’s Budget for fiscal year 2012-13. A total of nine positions have been
included in the budget for further consideration by the Legislature. These include five
lease coMpliance positions that will be assigned, among other tasks, to ensure that
current appraisals and benchmarks are available and applied to leases subject to rent

review.

8/23/12 Update — (consolidated response for 1.4a through d) As noted in staff’s
2/23/12 update, Commission staff has established time standards for pulling rent
reviews and taking them to the Commission for consideration. The process is to pull
rent reviews one year in advance, but only to take them to the Commission within a 4-
month period prior to the effective date so as to take advantage of updated
benchmarks or possible increases in land value. Staff also has a process in place that
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1.4c

prioritizes rent reviews for high value or otherwise significant leases. Commission
staff is currently in the process of hiring and training additional staff authorized in the
2012-13 Budget. Five positions have been added for lease compliance purposes and
will ensure that rent reviews are completed within the established time frames.
However, the Commission is currently without appraisal staff. At the time of the
Audit, the Commission had one staff appraiser. That appraiser has since left.
Commission staff has attempted without success to fill the position. The process
included the placement of an ad with the Appraisal Institute, the leading national
professional organization for real estate appraisers. Staff has recently received
permission from the State Department of Personnel Administration to reclassify the
appraiser position from the Public Land Management Specialist series to the Property

.Appraiser series. It is believed that having a job series specific to appraising will

improve staff’s ability to attract, hire, and retain experienced professionals. Staff
seeks to fill two appraisal positions by late Summer/early Fall of 2012.

To complete its rent reviews promptly and obtain a fair rental amount for its leases, the
commission should establish time standards for each step of the rent review process and
ensure that all staff adheres to those time standards. '

8/01/11 Response - Commission staff will explore this recommendation. Staff has
already prioritized the rent review process for high revenue-generating leases.

10/24/11 update — As noted in section D (1) above, such process is now in place. See
also Exhibit H. '

2/23/12 Update — Commission staff has established time standards for each step of the
rent review process. See Exhibit 2. Additional compliance staffing should ensure that

" these standards are met.

8/23/12 Update — see consolidated response under 1.4a above.

To complete its rent reviews promptly and obtain a fair rental amount for its leases, the
commission should develop a methodology for prioritizing its workload that focuses its
staff on managing the higher revenue-generating leases until such time as it addresses
its workload needs.

8/01/11 Response - Commission staff agrees and has already implemented this
recommendation. ‘

10/24/11 Update — LMD management has been prioritizing its workload with an
empbhasis on high value and significant leases. This started with the Holdover Reduction
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1.4d

Plan in April 2010, was refined with the Holdover Reduction Procedure in November
2010 and has continued to be expanded and refined with all the additional actions
already described in responses' above (see response to C (1)). LMD management also
continues to hold monthly holdover reduction meetings aimed at reducing the total
number of leases already in holdover and preventing existing leases from going into
holdover, with an emphasis in both cases on high value leases. While high-value |
holdovers, long-term holdovers and contingent receivables are the primary focus, these
meetings'are not restricted to these categories, but rather discuss all holdovers. _
Evidence of the success is clear by the reduction of high-value holdovers noted in the
Commission’s audit response from 32 to 8. See Exhibit I.

2/23/12 Update — Staff has already been prioritizing higher-revenué genérating leases
for rent reviews as a general practice. This is evidenced by the fact that 18 (or 27%) of
the 66 rent reviews that have gone to Commission over the past 18 months were
“significant” leases with rent in excess of $10,000 in annual rent. By contrast,
“significant” leases only comprise about 11% of the total 984 rent-paying leases. Land
Management Division management formalized and clarified this prioritization through a ‘
memo sent to staff in February 2012. See Exhibit 3. !

8/23/12 Update — see consolidated response under 1.4a above.

To complete its rent reviews promptly and obtain a fair rental amount for its leases, the
commission should conduct rent reviews on each fifth anniversary as specified in the
lease agreements or consider including provisions in its leases that allow for the use of
other strategies, such as adjusting rents annually using an inflation indicator.

8/01/11 Respon'se - Commission staff agrees with this recommendation and will be
exploring alternatives that are manageable with existing staff resources available.

10/24/11 Update - Staff continues to move forward with a more expanded use of the
consumer price index (CPl) in calculating annual rent revisions. Staff has been and will
continue to recommend to the Commission the use of the CPl annually in most high-
value commercial use, industrial use, and right-of-way use leases. Staff is also exploring
the use of the CPI in lower value leases to assist in streamlining the rent review process.
This does not obviate the need for additional staffing, which has also been requested to
ensure that 5-year rent reviews and appraisals are completed on schedule.

2/23/12 Update — Commission staff continues to utilize a more expanded use of the
Consumer Price Index (CP1). In November 2011, staff consolidated and simplified the

CPI process by using the California CPI (a weighted-index of the Los Angeles and Bay
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1.5

Area CPl indices) as the sole index where feasible on a going—forward basis. See Exhibit
4.

8/23/12 Update - see consolidaféd response under 1.4a above.

‘To ensure that it receives rent from the lessee that reflects the approximate value for the

State’s property'at those times when a lessee disputes a modification to the rental
amount after the commission exercises its right to perform a rent review or because the
/ease.expired, the commission should include in its lease agreements a provision that
requires lessees to pay the commission’s proposed increased rental amount, which

would be deposited into an account within the Special Deposit Fund. The increased
rental amounts deposited, plus the correspond/ng interest accrued in the account shou/d
then be //qwdated in accordance with the amount agreed to in the final lease

agreement.
8/01/11 Response - Commission staff is investigating this recommendation.

10/24/11 Update — In view of the other strategies implemented such as: 1) notifying
lessee two years in advance, 2) the option of applying a new appraisal in holdover
situations and 3) enforcing the 25% rental increase clause, the need to'place revenues in
a separate account should not be neCessary. A

2/23/12 Update — The aggressive strategies that staff has been implem.enting should

- preclude the need for use of a Special Deposit Fund. Rents placed in special deposit

funds are not available to the State whereas rent deposited to the General Fund would
be. In those rare instances where a rental rate would be reduced, administrative
processes are in place to promptly refund the difference from the current revenue -
stream. Staff sees no advantage to the State in implementing this recommendation as it
would likely result in additional costs in staff time that the Commission would have to
absorb. Depdsiting the rents as revenues does-not diminish the lessee’s subsequent
appeal rights to the Commission. ' '

8/23/12 Update - Including such a hold harmless clause in the leases would undermine
the leverage achieved by the 25% increase that the BSA has also recommended be
enforced. (see 1.3b) Staff sees no advantage to implementing such a practice but is
concerned that the additional workload and costs to the Commission would detract
from other more urgent. work. Adequate authorities are in place to refund any
overcharges that may result from such practice.
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1.6a

1.6b

To ensure that it is charging rent based on the most current value of its properties, the
commission should appraise its properties as frequently as the lease provisions allow—
generally every five years. '

" 8/01/11 Response - Commission staff agrees with this recommendation as to those

specific situations, such as high revenue-generating leases, where the benefits are likely
to exceed the costs of preparing such an appraisal.

10/24/11 Update — Additional staff has been requested to ensure adequate resources
are available to conduct appraisals on high value leases and ensure that 5-year rent
reviews are completed on schedule. Staff is also exploring the use of the CPl in lower
value leases to assist in streamlining the rent review process to ensure adequate staff
time is available for appraisals and rent reviews on higher value leases. |

2/23/12 Update — Staff has been successful in securing Administrative approval of staff
augmentations in the Governor’s Budget for fiscal year 2012-13. A total of nine

positions have been included in the budget for further consideration by the Legislature.

These include five lease compliance positions. Additionally, Commission staff is already
using the consolidated California Consumer Price Index on all new significant leases and
rent reviews as appropriate. See Exhibit 4.

8/23/12 Update — (consolidated response to 1.6a and b) As noted in staff’s 2/23/12
update, Commission staff has reorganized its structure to provide for more direct
management of appraisal staff. As part of this, the Appraisal Request Form was also
updated and released with a memo from management (see Exhibit 5 of the 2/23/12
update) on how to complete the form. The memo also instructed staff to submit an
appraisal request, even in areas where a benchmark is available, if there is reasoh to
believe that a land value appraisal would result in a higher rent than the benchmark.
These steps have and will continue to improve the coordination and communication
between leasing staff and appraisal staff and ensure that appraisals are cdmpleted as
freqﬁently as the lease provisions allow (generally every 5 years). The
implementation of these measures will be temporarily affected by the current lack of
appraisal staff (see the 8/23/12 response to 1.4a-d above). Staff hopes to fill two
appraisal positions by late Summer/early Fall of 2012.

To ensure that it is charging rent based on the most current value of its properties, the
commission should use the sales comparison method when it establishes values for
leases having the greatest revenue potential, and develop policies that specify when and
how often it is appropriate to use the other methods of appraising properties. These
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1.7a

policies should address the coordination of leasing staff with appraisal staff as part of

" the process for determining which dppraisal method should be used.

8/01/11 Response - Commission staff agrees with this recommendation and is currently
developing a procedure to implement this recommendation.

10/24/11 Update — The sales comparison approach is commonly used by appraisal staff
to establish rent for high value/significant leases (leases having a rent potential of
$10,000 or more per year). LMD management has directed staff to request appraisals
for all high value leases. These valuations are the most time consuming and combined
with the current staffing of the appraisal unit (one person) are contributing reasons why
other appraisals and 5-year rent reviews have been delayed. Additional staff has been
requested to accommodate this workload.

2/23/12 Update —To improve the coordination of leasing and appraisal staff the Land

Management Division has reorganized its structure to provide for more direct

supervision and management of appraisal staff. In December 2012, management lssued

a memo revising the appraisal process. See Exhibit 5.

| 8/23/12 Update - see,conSolidated response under 1.6a above.

To ensure that it does not undervalue certain types of leases, the commission should
amend its regulations for establishing pipeline rents on state land as staff recommended
in the 2010 survey of methods used by agencies in other states to establish pipeline
rents. '

8/01/11 Response - Commission staff agrees with this recommendation and is awaiting
input from this audit before moving forward with the extensive regulatory process to
implement this change. |

10/24/11 Update — Commission staff is moving forward with the regulatory process to
thoroughly revise and update § 2003 of Title 2 of the California Code of regulations
dealing with rent, including pipeline rents. Commission staff had delayed progress on
this action in hopes that the Bureau’s report would provide additional insight and
recommendations, but the report only reiterated the information staff provided the
Bureau based on staff’'s own research and analysis at the time as to how other states
were establishing pipeline rents.

2/23/12 Update — Commission staff is continuing to develop its regulation paekage to
update Section 2003 (rent) of the Commission’s regulations.
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8/23/12 Update — Commission staff has a team actively working on a régulatioris
package to update Sections 1900, 2002 and 2003 of Title 2 of the California Code of
Regulations for submission to the Office of Administrative Law (OAL). Staff plans to
submit this package in September 2012. Once complete, staff will provide BSA with a
copy of the regulations package submitted to OAL. As part of these regulations,

- Commission staff is recommending an increasing the pipeline rents from 2-cents per

diameter inch per lineal foot to 5-cents per diameter inch per lineal foot.

To ensure that it does not undervalue certain types of leases, the commission should
implement and follow its plan to regularly update its benchmarks for determining rental

amounts.

8/01/11 Response - Commission staff agrees and has already begun lmplementmg this
recommendatlon

10/24/11 Update - Staff has updated and consolidated the San Francisco and Marin
County Benchmarks (August 2011) and is progressing on the scheduled per|od|c updates
of the other Benchmarks. See Exhibit J. -

2/23/12 Update — Staff has made significant'progress in updating its benchmarks. The
Wingo benchmark was eliminated as it was no longer applicable. The Southern ‘
California recreational benchmark and the Huntington Harbour residential benchmark
were updated in December 2011. A new Colorado River recreational benchmark was
established in January 2012 and staff is working toward establishing a Lake Tahoe
residential benchmark. . The Black Point residential benchmark is in the process of being
finalized and the Lake Tahoe recreational benchmark will be updatedin the next four
months. The term residential in this context refers to non-water dependent private use

_ of State property. Once the Black Point benchmark is finalized, all existing benchmarks

will have been updated within the past 5 years. Exhibits 6a-6c.

8/23/12 Update — The Lake Tahoe recreational benchmark was finalized in July 2012

| (Exhibit I). Because the Lake Tahoe residential benchmark will be a more complicated

and time consuming process, it is on hold until the Appraisal Unit is fully staffed with
two positions (the Commission is currently without any appraisal staff; see the
8/23/12 update to 1.4a-d above). The Black Point benchmark is also on hold until
Commission staff completes its evaluation of jurisdiction in the area. Commission
staff may also be establishing a Colorado River residential benchmark if it is found that
there are sufficient new leases in the area to warrant the current and potential future

expenditure of staff time.
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To ensure that it does not undervalue certain types of leases, the commission should
periodically analyze whether collecting oil royalties in cash or in kind would maximize
revenues to the State, and use that method to collect its oil royalties.

8/01/11 Response - Commission staff agrees with this recommendation. The report -
correctly describes the current practice of receiving its oil royalties-in cash. This was a
result of an analysis performed by staff from 2002 through 2005, and further supported
by subsequent annual spreadsheet analyses of area oil sales supplied by a consultant.
The staff analysis, and those subsequent annual reports, showed receiving royalty in

crude oil in-kind and then selling the oil through sell-off contracts, was not in the State’s -

best interest. The report, however, asserts that the current practice of receiving cash for
royélty oil is based on the “outdated” analysis of 2002-2005 and may not maximize
revenue. Although we agree that the analysis is a few years old, the factors and
circumstances upon which those conclusions were based have not changed. We do
agree however, as recommended in the report, that those previous.conclusions should
be periodically retested for confirmation. It should be noted that due to significant
reductions to the General Fund-supported Mineral Management Division staff (which is
tasked with monitoring and managing a program that generated over $400,000,000 of
non-tax revenue to the General Fund in 2010/11) the Commission no longer has the
staff resources to accommodate a sell-off program. Should the circumstances indicate
that such an effort would be favorable to the State, additional staff resources would be

required.

10/24/11 'Update — Conditions remain unchanged in Santa Barbara and Huntington
Beach which are adverse to such strategy at this time. Staff has reviewed conditions in -
Santé Barbara and Huntington Beach and has determined little change from the
previous analysis and noted if anything conditions are worse. A letter has been sent to

" the City of Long Beach, as State’s trustee, regarding the possibility of selloff of that oil.

They have responded that it would not be in the State’s interest to do so and noted that
such action may be a detriment to the State’s net profits. See Exhibit K. '

BSA has determined that this recommendation has been fully implemented.

Chapter 2 Recommendations

2.1a

To improve its monitoring of leases, the commission should create and implement a
policy, inc/uding provisions for supervisory review, to ensure that the information in ALID
is complete, accurate, and consistently entered to allow for the retrieval of reliable lease
information. To do so, the commission should consult another public lands leasing entity,
such as General Services, to obtain best practices for a lease-tracking database.
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8/01/11 Response - Commission staff agrees and has already implemented portions of
this recommendation.

10/24/11 Update — Action has been taken to improve the accuracy and reliability of the
data in the ALID system. Staff has been instructed to complete entry of all Commission
actions into the system within 60 days of the meetings. All income-producing leases '
have been verified for data elements relating to rent amounts, rent review dates, lease
term, and lease expirafion dates. Non-income leases will be verified upon'availability of
~ staff to do so. A programmer has been assigned to work with LMD management to
develop management reports and ad hoc reporting capability that will allow ready

access to data in a form and format that will be useful for decision making. This should .

ameliorate the need for and use of local data sources. In addition to this, investigations
have begun into the availability of off-the-shelf lease/asset management software
packages, either commercially available or from other governmental agencies as
suggested in the report, that could provide more extensive and flexible reporting and
inquiry capabilities. See Exhibit L. '

2/23/12 Update ~ Commission staff continues to strive to complete entry' of all
Commission actions into the system within 30-days of the Commission meetings.
Further, all income-producing leases are being verified for data elements relating to rent
amounts, rent review dates, lease term and lease expiration dates. As part of the
quality control process, the two staff entering data into ALID verify and validate the -
other’s data entry. Also, other staff have been assigned to audit and validate the
information in ALID. In the normal course of their work, Land Management Division
management review all input and routinely access the database. As inaccuracies are
detected, they immediately correct them. '

In January 2012, the Chiefs of Administrative and Information Services Division and the
Land Management Division participated in a Little Hoover Commission roundtable
discussion with numerous other state agencies that manage significant land holdings.
Part of the session was devoted to discussing best practices for trécking State
properties. The conclusion drawn from this discussion was that all are suffering from
the same challenges regarding timeliness, inadequate staffmg, accuracy of data, as well
as divergent data sources within their organizations. From that brief insight, the
Commission staff appears to be ahead of other agencies in database tracking and by far
not the worst off. |

Investigations into the availability of off-the-shelf lease/asset management software
packages that could provide more extensive and flexible reporting and inquiry
capabilities are continuing. Staff has also looked at the Bureau of Land Management
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2.1b

2.2a

database documentation and determined that the system appears robust for their
needs but it would not be readily transferrable to the Commission staff needs. Further

investigations continue.

8/23/12 Update — Accuracy continues to improve. Staff is currently upgrading the
database from MS Access to a .Net web interface to improve accessibility by all staff. -
A Request for Offer to solicit potential consultants is currently being developed.

To improve its monitoring of leases, the commission should require all of its divisions-to

use ALID as its one centralized lease-tracking database. |

8/01/11 Response - The three divisions (Land Management, Accounting and Legal)
involved in lease-tracking do use ALID. Staff recognizes that regular management
reports from ALID need to be developed to reduce dependency on division lists and
spreadsheets tracking similar information. | '

10/24/11 Update — Improved accuracy and enhanced reporting capabilities as a result of
the steps noted above in section A (1) should reduce staff's need for multiple data

sources.

2/23/12 Update — Staff is working to create standard management reports based on
ALID which will assist most of the divisions with prioritizing workload. Attached are
draft Land Management Division management report templates for tracking rent
reviews, insurance, bond and expiring leases. These are being programmed to be made
available on-demand. Such ad hoc reporting capability should preclude the need for
multiple lists and data sources currently kept by staff because of access to reports from
the database and the difficulty in extracting such information. See Exhibit 7.

8/23/12 Update - Staff has created five new mana'gement reports from information
contained in ALID. There are four specific reports for Rent Reviews, Expiring Leases,

“Holdover Leases, and Bond/Insurance Status, and one Master Report containing

general lease information (Exhibit I1). These reports will better assist management in
tracking leases and prioritizing lease compliance issues.

To adequately monitor its revenue-generating oil and gas leases, the commission should
track the recoveries and findings identified in its audits and use this information to
develop an audit plan that would focus on leases that have historically generated the
most revenue and recoveries for the State, as well as those that historically have had the
most problems.
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8/01/11 Response - Commission staff agrees with this recommendation. The report
accurately points out the Commission staff’s need to plan formalized and scheduled
audits. However, it does not recognize that (in addition to responding to specific issues -
that arise and/or lease assignment audits) the approach used by Commission staff to
select/choose potential audits has been risk-based. As such, Commission staff has been
selective in assigning its limited resources to audits where identified potential
substantial recoveries exist. “Developing” an audit plan could assist in a more structured
approach to conducting audits. However, without addressing staffing requirements it is
almost certain that Commission staff would not be able to implement any such plan.

10/24/11 Update — A comprehensive audit plan has been dévéloped placing all mineral
leases on a rotating audit schedule based on a combination of relevant factors. This

proposed plan considers available staffing and will be severely truncated if no new staff -

resources are made available as indicated in the chart below. A full plan including all
leases can only be implemented if adequate staff resources are available to carry out
the work. See Exhibit M*. ' :

Tidelands Oil Revenues: Long Beach | LBU: 2 yr. period every other year w Yearly
Unit (LBU) & West Wilmington reduced scope :
West Wilmington: None
High revenue generating oil and gas Only as necessary for Lease Every 3-3 % years
leases Assignments or identified issues
LBU major capital investment None Every 3 - 3 % years (For major
projects & yearly oil price ’ projects, audit will cover multiyear
adjustments project based costs)
Northern CA gas leases, low revenue | None - As needed for Lease Complete one cycle by 2015 and
generating oil, gas, solid minerals, Assignments or identified issues then determine future audit cycle
dredging, geothermal based on risk
Commercial Leases None - only most egregious high Perform risk assessment and
income if discrepancies identified determine schedule based on risk

2/23/12 Update — Attached is the Mineral Resources Management Division (MRDM)
Financial Audit Process — Exhibit 8. Staff has also begun submitting quarterly reports to
the Executive Officer on the status of findings for the completed audits as well as the
status of the planned audits. See Exhibit 9*. This process will help staff track its findings
identified in audits and any associated recoveries. |

Staff was also successful in securing Administration approval of staff augmentations in
the Governor’s Budget for fiscal year 2012-13. A total of nine positions have been
included in the budget for further consideration by the Legislature. These include four
mineral and land auditors.

8/23/12 Update- Staff continues to conduct it’s FY 2012-2013 audits according to the
submitted audit plan and continues to provide quarterly status updates to the
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2.2b

Executive Officer (Exhibit 111*). Moreover, earlier in 2012, staff conducted an extensive
search for qualified candidates for mineral and land auditor positions. Despite posting
ads in relevant online and print journals for an extended period of time, only two

qualified candidates with oil and gas experience were identified. Staff is now focusing

on hiring General Auditor positions and training them in oil and gas operations and

audit process. Additional hiring delays and training requirements, however, will affect
the productivity and the number of audits that can be completed during this fiscal
year. Over the next few months, staff will consider innovative approaches within its .
audit process (i.e. reduce audit scope when appropriate to focus on items with highest

" impact) so the planned number of audits can be accomplished.

To adequately monitor its revenue-generafing oil and gas leases, the commission should
work with lessees that entered into a lease with the commission before 1977 to put in

~ place a reasonable time period within which lessees must resolve other types of

deduction claims similar to the regulations already in place for dehydration costs.

8/01/11 Response - Since 1977 Public Resources Code §6827 prohibits any deductions

~ for treatment, dehydration, or transportation of royalty oil on new leases. Therefore, a

regulation as recommended above is not necessary for new leases.

10/24/11 Update — Public Resources Code section 6108 authorizes the Commission to
enact and enforce regulations. Additionally, under our current statutory authority, the

- Commission can amend its oil/gas leases with the lessee's consent. However, the

concern with the Commission’s oil and gas leases is that most, if not all, leases contain
language that requires the lessee to comply with the laws and regulations in effect at
the time the lease/contract was entered into. Commission staff believes that there are

| strong arguments that promdlgating lease regulations that may alter the terms of an

existing valid contract may not be legally enforceable. However, should regulations be
passed, and if the lessee was amenable, the oil/gas lease could be amended by the
parties to the lease to state that the lessee must comply with all laws and regulations in
effect at the time of the amendment. This opportunity arises and will be used whenever
there is a transfer of ownership as a condition of the Commission accepting the transfer.

2/23/12 Update - Commission staff believes that it has fully impleme'nted this
recommendation. Staff will continue to work with lessees when the opportunity arises
to implement this recommendation where appropriate and when it is in the best
interests of the State. A recent example is the lease assignment from Rosetta Resources
to Vintage Petroleum on PRC 415e. See Exhibit 10. As a result, all deductions for the
lease have been eliminated and a straight royalty based on monthly revenue has been

established. In another recent assignment of certain leases by AERA to Occidental
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Petroleum, Commission staff also examined the option of removing all deductions.
Based on staff’s evaluation of the benefits of disallowing certain deductions againét the
favorable sliding scale royalty already in place, the Commission, in accordance with
staff’s recommendation, determined that it was in the State’s best interest to keep the
existing royalty agreemenf without proposing any modifications. However, as part of
that transaction, staff was able to increase bonding levels and secure an annual
management fee of $125,000. See Exhibit 11.

8/23/12 Update — Commission staff continues to maintain that it has fully
implemented this recommendation. Staff will also continue to work with lessees
when opportunities arise to implement this recommendation where appropriate and
when it is in the best interest of the State. '

To adequately monitor its revenue-generating oil and gas leases, the commission should
explore and take advantage of other approaches to fulfill its auditing responsibilities,

such as contracting with an outside consulting firm that could conduct some of its audits

on a contingency basis.

8/01/11 Response - Commission staff agrees to further explore this recommendation.
There are concerns regarding civil service rules involving contracting out as well as the

' use of contingency as the basis for payment in extending this practice beyond this

isoiate‘d instance.

10/24/11 Update — The above referenced contract has just been awarded for this one-
time unique circumstance. Staff is withholding consideration of this approach until
completion of the project and a review of its effectiveness can be determined.

2/23/12 Update — The Commission has successfully implerﬁented this recommendation
in one situation. See Exhibit 10. This audit is fully funded by Rosetta Resources and the
funding was secured with Rosetta during the assignment of the lease to Vintage
Petroleum. A contract was finalized on 12/06/2011 with an audit consulting firm to
audit Rosetta Resources. The consulting firm began the audit in January 2012 and has
successfully developed a comprehensive plan for the full audit. Under the direction and-
close supervision of the Mineral Resources Management Division (MRMD) Finance
Manager and the assigned mineral and land éuditor, the consultant is developing the
scope of the audit to ensure the audit meets current MRMD scope standards and
processés and carry out the audit in accordance with the audit plan. A field/site visit is
scheduled for early March to ensure the consultants have a clear understanding of the
field operations while performing their analysis.
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There are, however, some concerns about broadly implementing this recommendation

including:

* Availability of a source of funding.

* Availability of qualified oil and gas audit consultants in the area. The most
recent attempt only provided three proposals with only two qualified candidate
firms to choose from. : '

* Availabilityb of qualified oil and gas audit consultants in the area who are willing

to work on a contingency basis.

* Impact of legal negotiations that can result in “settlement and no recovery” on

“contingency basis” consulting and the willingness of consultant to-agree with
possibility of no recovery. A contingency-based contract requiring a payout to
the contractor will negate an extremely powerful negotiating tool in seeking
concessions on future royalties or ability to change contract terms in the best
interests of the State. This could only be rectified by an alternative funding
source which does not exist.

* Using contracting out as a first alternative to not hiring civil service staff would
be in direct violation of Government Code §19130. In the case of the most recent
-contract, this was an isolated incident, requested and paid for by the lessee, to
render services immediately for their best interests and exception in §19130 (10)
was applicable, thereby allowing the use of contracted services. Should similar
circumstances occur again, a contract could be considered. Audit work is an
ongoing responsibility of the State and to routinely contract out would be a clear
attempt to avoid civil service appointments. It is the contracting agency’s
responsibility to demonstrate to the State Personnel Board why such a .
transaction is allowable under the statute. Such contracts could be challenged by
the either the State Personnel Board or employee unions, which are required to
be notified per Government Code §19131.

8/23/12 Update- Staff is continuing to successfully implement this recommendation in
one situation (Rosetta ResoUrces). Under the direction and close supervision ofithe
Mineral Resources Management Division (MIRMD) Audit Supervisor and one assigned
mineral and land auditor, the consultant is conducting the audit in accordance with
the audit plan. Bi-weekly status updates are held with the consulting firm to ensure
work is completed ina timely manner and according to applicable audit standards.
This audit is due for completion at the end of October 2012. This approach has proven
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‘to be successful and will continue to be an option if qualified Auditors cannot be

found and circumstances allow. Staff can only use outside audit resources if labor
issues are addressed and then only if funding for the outside consultant becomes
available. | '

The commission should establish a monitoring program to ensure that the funds
generated from granted lands are expended in accordance with the public trust.

8/01/11 Response - Commission staff agrees with this recommendation, however,
Commission staff currently lacks the staff resources necessary to establish and
implement such a program. There are more than 300 statutes granting public trust lands:
to approximately 85 local governments throughout the State. These statutory trust
grants include some of the State’s most important major contributors to the local, state
and national economies, including the Ports of Long Beach, Los Angeles, Oakland, San
Francisco and San Diego. The Commission currently has one staff position assigned to
overseeing the management of these state lands and revenues by these local entities.

10/'24/11' Update — Staff agrees with the report’s recommendation. However, due to
the lack of resources, Commission staff has had to take a reactive ap'proath to carrying
out its oversight responsibilities by responding to allegations of improper use of lands
and funds rather than proactively identifying and preventing misuse through periodic
monitoring. Even in this reactive environment, Commission staff is unable to investigate
all allegations. While staff is currently in the process of working with trustees to submit
their annual financial reports, as required by Public Resources Code §6306, in a format
that readily identifies the trustee’s trust fund and details its income and expenditures,
the fact that the Commission still only has one dedicated staff position to review these
reports, as well as process authorizations for expenditures of trust funds, review projéct
proposals and respond to requests from trustees, the public and the Legislature
concerning issues of appropriate uses of trust lands and revenues, pre\}ents this
program from functioning effectively. For example, staff have just been notified that
one of the state’s local trustees has failed to. report its expenditures to the Legislature
and the Commission for twenty years. This trustee previously was subject to annual
audits by the Auditor General until that requirement was eliminated by the Legislature
in 1980. Staff has submitted a request for staffing to restore the Commission’s statutory
trust grant compliance program, which will include implementing a monitoring program
and developing and maintaining a close relationship with the trustees to help facilitate
the appropriate management of these State trust lands and assets. See Exhibit O*.

2/23/12 Update — As previously reported, staff requested additional positions to
implement the Commission’s statutory trust grant compliance program, however, that
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request was not approved. To improve the Commission’s monitoring of the
management of public trust lands and assets by the State’s grantees, staff has requested
summaries of the required Compreh_ensivé Annual Financial Reports (CAFR). This is
being done to encourage more detailed reporting by grantees and to streamline staff’s
analysis of the grantees’ finances consistent with Public Resources Code §6306. Staff,
with its limited resources, is also making every effort to improve outreach to local
trustees and continue to assist them with their waterfront revitalization programs.

~ 8/23/12 Update — At its August 14, 2012 rﬁeeting, the Commission voted to support
state legislation (AB 2620, Achadjian) requiring the Commission to prepare a workload-

analysis to ensure that it is fulfilling its oversight responsibilities over legislatively
granted public trust lands, codifying trustee duties in connection with granted lands,
and requiring the annual financial statement filed with the Commission to be
accompanied by a standardized form developed by the Commission (Exhibit IV)'. Staff
is also exploring potential funding sources for its granted lands program pursuant to a
request by the Senate and Assembly Budget Committees. The Executive Officer has |
also directed a reorganization of those currently working on granted lands issues |
within a new External Affairs Division (Exhibit V). This is intended to focus attention
to this area and resulf in closer coordination between all divisions on granted lands
issues. Staff continues, albeit on a limited basis given constrained resources, to
improve outreach to local trustees and assist them with their waterfront revitalization

programs.

To ensure that all of its oil and gas leases have current surety bonds and liability
insurance, as required by law and certain lease agreements, the commission should
require lessees to provide documentation of their surety bonds and liability insurance. If
the commission believes that assessing a monetary penalty will be effective in
encouraging lessees to obtain surety bonds or liability insurance, it should seek
legislation to provide this authority. Finally, if it obtains this authority, the commission
should enforce it. |

8/01/11 Response - This is already done on the Commission’s offshore oil and gas leases

and the bondsmen are required to give at least 90 day notice (some are longer) before
they can terminate a bond. Further, staff requires that the offshore lessees show
evidence of current bonding and insurance or a replacement bond for any expiring or
terminating bond at the annual meetings with all lessees.

10/24/11 Update — While this is not an issue for oil and gas leases as noted above, it is
of concern on other surface leases. Staff has met with DGS Office of Risk Management
and received some insights in managing insurance certificates. There are firms that
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provide such a service but further analysis is required to determine if this would be cost
effective. Staff is also exploring regulations to give Commission authority to require
penalties for non-compliance with insurance and bonding lease requirements.
Additional staffing is being requested to enforce this and other compliance issues. See
Exhibit N*. ' -

2/23/12 Update — Staff continues to investigate the availability of insurance in the
California market. Preliminary results indicate that such policies naming the State as an
additional insured are difficult to secure. Additional research is necessary before any A
legislation assessing a monetary penalty can be proposed. Such research by staff
includes consulting with the Department of Insurance, the Legislature and individual
insurance brokers and companies. '

8/23/12 Update - Staff has contacted Federal, State, and local agencies with leasing
responsibilities, both in California and in other states. Many agencies indicated that
they do not require insurance of any kind when leasing to private individuals. Those
that do require insurance communicated significant difficulty in obtaining insurance
compliance. Staff's communications with the insurance industry indicate there is no
stand-alone product available that covers recreational piers.

Insurance companies appear to be reluctant to name the state as an additional
insured and to provide notice of cancellation to the state. In some instances lessees
can obtain insurance, but this appears to be an exception that the companies make to
retain clients with large insurance portfolios. ' ‘

Staff is currently exploring options including: 1) strengthening the indemnity
provisions in the lease language; 2) contacting the insurance industry and educating -
them on the market for an insurance product that covers recreational piers; and 3)
contacting various insurance companies and attempting to create a pilot program
providing insurance coverage. '

Chapter 3 Recommendations

3.1.a To better demonstrate its need for additional staff, the commission should conduct a
workload analysis to identify a reasonable workload for its staff and use this analysis to
quantify the need for additional staff.
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3.1b

3.1c

8/01/11 Response - Commission staff has and will continue to develop workload
analyses and does submit this information in conjunction with requests for additional

staffing.

10/24/11 Update — Workload analyses have beeh conducted regarding the most urgent

staffing needs and have been incorporated in requests for additional positions. A
broader analysis of needs will be conducted as further programmatic needs are
identified. See Exhibits M*, N* and O*.

BSA has determined that this recommendation has been fully implemented.

To better demonstrate its need for additional staff, the commission should quantify the
monetary benefits of its staff’s duties other than processing lease applications, and

consider billing lessees for those activities.

8/01/11 Response - Commission staff agrees to explore the expansion of lease

management fees.

10/24/11 Update'- Staff is exploring legislative and regulatory changes necessary to
address this issue. Management fees are being incorporated in larger leases to recoup

‘actual costs. A flat management fee based on any other criteria requires further

analysis and possible regulatory or statutory authorities.

2/23/12 Update — The Commission has been able to secure a management fee in certain
leases. A listing is attached as Exhibit 12. Staff is also conducting a workload analysis to
quantify staff duties as part of its foundational research to establish new minimum rent
levels. This will be part of the revision of Section 2003 of the California Code of
Regulations. The goal in eétablishing minimum rents based on this methodology is to
ensure that most of the lease maintenance costs not currently captured would at least
be offset by annual rents and make administration of the leases cost-neutral to the

General Fund.

8/23/12 Update — Staff is actively seeking such management fees from oil, gas and
geothermal producers as well as larger industrial leases. Commission currently has
over 22 such agreements in place with annual maximums totaling over $800,000 and
indexed for inflation. Additional positions supported by these fees are being pursued
as part of the 2013-14 Budget process. (Exhibit Vi)

To better demonstrate its need for additional staff, the commission should ensure that
the workload analysis takes into consideration the additional responsibilities and staffing
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needs that the commission will receive if the section of the state law that provides for

rent-free leases is repealed.

8/01/11 response -'Commission staff has already addressed this issue and additional
staffing needs have been identified. ‘

10/24/11 Update — Additional staffing needs were identified in the enrolled bill report
for SB'152/ Chapter 585. The increase in workload will be gradual as leases are

_renewed. Requests will be submitted when needed in the budget years as indicated in

that analysis. See Exhibit P.
BSA has determined that this recommendation has been fully implemented.

To better address current and potential future staffing,shdrtages, as well as the
impending loss of institutional knowledge, the commission should create a succession

plan.

8/01/11 Response - Commission staff agrees with this recommendation and recognizes
its value. In fact, all but one of the current division chief positions have turned over in
the past two years bringing the need for a succession plan into sharp focus. However,
given current budget dynamlcs regardmg hlrmg freezes, continual staff reductions and
limited staff resources, it is difficult to create and implement any such plan. -

10/24/11 Update — Commission staff agrees with this recommendation, recognizes its
value and will address it in the future, following adoption of its Strategic Plan update.

2/23/12 Update —A draft succession plan has been developed and is attached as Exhibit
13. Staff is also in the process of updating its Strategic Plan and will revise and update
the succession plan as appropriate after the Strategic Plan is approved by the

Commission.

8/23/12 Update — Work on the updated strateglc plan continues with a target date for
completion by the end of this calendar year. Upon completion of the strateglc plan,
the succession plan with be updated to coincide with its goals and objectlves

*These exhibits are confidential documents and are exempt from public disclosure per
Government Code §§ 6254.5(e), 6254(k), 6254 (l) and 6255; and Code of Civil Procedure § 2018.
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Exhibit I

Update
- Lake Tahoe Benchmark
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A Colin Connor & Larry Bellucci
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California State Lands Commission

Prepared for:
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State of California o L State Lands Commission

Memorandum | . Date: July 3, 2012

File: | W 26584

To: Brian Bugsch, Chief RE&
- Land Management Division

From:  Colin Connor & Larry Bellucci '
Appraisal Section, Land Management Division

| Subject: Update to Lake Tahoe Benchmark

~ This is the 2012 update to the Lake Tahoe Benchmark. Benchmarks are uniform rental
rates that-are established for specific geographic areas with large concentrations of
similar facilities, such as private recreational piers and mooring buoys. The use of
benchmarks establishes equity and consistency in the determination of rental rates

- within the geographic area. Benchmarks are intended to be updated every five years,
consistent with the standard rent review provision in most General Leases. The Lake.
Tahoe Benchmark was last updated by staff of the California State Lands Commission
(CSLC) in February 2007. The current update follows essentially the same
methodology used in prior updates. This methodology was approved by the
Commissioners at the May 24, 2012 public meetlng following extensive public
discussion.

The recommended benchmarks are summarized in the following table with the 2007
benchmarks

BENCHMARK SUMMARY

Benchmark Date 2007 2012
Piers : ‘
Rental Rate (Per Sq. Ft) $0.804 $0.79
Buoys . ,
Per Mooring Buoy | $340 - $377

It should be noted that this research does not constitute an appraisal as defined by
either the Uniform Standards of Professional Appraisal Practice (USPAP) or the
Appraisal Institute. Rather, this research represents a correlation of a range of market
rents into annual lease rates to be used in the Lake Tahoe area. The research is
intended to be used by CSLC staff in negotiations with lessees.

.Presented on the follcwing pages are the scope of the current research and discussions
of the pertinent findings resulting in the new benchmark rental rates.

California State Lands Commission
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LAKE TAHOE BENCHMARK (continued)

Introduction

Private piers, buoys, and other mooring-related facilities located on sovereign land offer

many of the same amenities as a commercial marina, such as a place for boat storage -

or the loading and unloading of equipment and passengers. Because. these facilities
could reasonably be considered a substitute for a berth in a. commercial marina, the
method of valuation used in estimating a fair rental value in this analysis is based on
what an individual would pay for a comparable substitute site in a commercial marina.-
The real estate principle that this method of valuation is based upon is known as the

. “Principle of Substatutlon ' '

The principle of substitution states that “when several similar or comme‘nsurate
commodities, goods, or services are available, the one with the lowest price will attract
the greatest demand and widest distribution. i

Therefore, since a lease of sovereign land for a privately-owned pier or dock is a fairly
good substitute for a marina slip, the lessee of the State land should pay an equivalent
amount for the leased site as the State would receive for leasing the land to a
commercial marina. ' '

Scope

The scope of the research included the following:

« Identifying marinas with boat slips and/or buoy fields in Lake Tahoe'v

e Surveying the marinas as to the number and type of mooring
(berths/slips/buoys), occupancy rate, mooring sizes, and rates

o Compiling the survey results into averages for slip and buoy size and rate

e Using the Layout and Design Guidelines for Marina Berthing Facilities publication
(July 2005) from the State Department of Boating and Waterways to determine
the amount of submerged land area necessary to accommodate a given mooring
size.

o Calculating the annual benchmark rental rate(s) using the above information.

A total of 12 marinas and/or buoy fields in Lake Tahoe were ldentlfled All of these were
contacted in the course of the survey and all but two cooperated to varying degrees.

Berth/Slip Rent

Accordlng to the survey, there are erght marinas W|th berths or slips available to the
public2. These marinas reported a total of 682 berths or an average of 85 berths per
marina. The average marina occupancy rate was reported at 96%, with four of the
marinas reporting fuII (100%) occupancy The survey found that most marina berths at

1The Dictionary of Real Estate, Fourth Edition, page 281, Appraisal Institute, 2002.
2 Note Slip and berth are used interchangeably in the text hereafter. '
® Ski Run Marina reported 69 slips, but because they are all reserved for use by rental boats and fishing

boats, they are not included in the count above.

California State Lands Cornmission
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LAKE TAHOE BENCHMARK (continued)

Lake Tahoe range from 20 to 32 feet in length, with an average berth sizé of
approxma’tely 26 feet. . ,

Rent for berths is commonly expressed in terms of dollars per lineal foot. Most marinas
rent berths on a monthly basis; however, at Lake Tahoe berths are more commonly
rented on a seasonal basis.. The seasonal rates reported range from $1,650 to $7,500,
with an average of $4,331. It should be noted that seasonal rates for marinas at the
south end of Lake Tahoe (El Dorado County) are considerably lower than the seasonal
rates for marinas at the north end (Placer County). This is reportedly attributed to
shallower water depths in south Lake Tahoe. : '

According to the survey respondents, the rental season ranges from four to six months,

with most reporting an approximate five-month season (May — September). In this
~analysis, the seasonal rate for each marina is divided by the number of months reported
in the season to arrive at a monthly rate. The monthly rate is then divided by the
average slip length reported to arrive at an equivalent per lineal foot rate. Based on
this, the average monthly rental rates range from $16.50 to $52.50 per lineal foot. The
average is $33.66 per linear foot

The benchmark rental rate for berths is calculated by multiplying the average berth
length by the average rental rate. The product is then multlphed by 12 months to arrive
at the gross annual income. The gross annual income is multiplied by 5%* to get the
income attributable to the submerged land. The income attributable to the submerged
land is then divided by the amount of submerged land needed to accommodate the
average berth length within a marina.

The submerged land area needed to accommodate an average berth is found in a
publication entitled “Layout and Design Guidelines for Small Craft and Berthing
Facilities” by the State Department of Boating and Waterways. This publication
provides formulas and tables for calculating the submerged land area needed to
accommodate various sizes and layouts of berths in marinas. Among other variables,
the formulas take into account the berth length, berth layout (single vs. double), and the
type of vessel (powerboat vs. sailboat). The submerged land area used in this
benchmark analysis is based on a double berth layout (on the premise that it was the
most economically efficient for the marina operator) and represents an average of the
powerboat and sailboat areas. . '

From the tables in the publication, a submerged area of 666 square feet is shown as |
being necessary to accommodate the 26-foot average slip length indicated by the
survey. :

Takihg all of the aforementioned inputs into account, the current benchmark rental rate

4 5% is the rate of return intended to reflect the State’s contribution, the submerged land, towards the
marina enterprise. :

California State Lands Commission
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LAKE TAHOE BENCHMARK (continued)

and land value are calculated as folIoWs:

26’ avg. berth size x $33.66/LF avg. berth rate = $875.16/berth/month

$875.16/berth x 12 months = : $10,502/berth/year
$10,502 x 5% of gross income = - $525.10
$525.10 + 666 sq. ft. = - : ' $0.788/sq. ft.
BENCHMARK RENTAL RATE = ' $0.79/sq. ft.
$0.79/sq. ft. x 43,560 sq. ft. = . $34,412/acre
$34,412+0.09= ’ $382,356/acre
BENCHMARK LAND VALUE = $382,356/acre

‘The indicated benchmark rental rate is $0.79 per square foot. In comparison, the 2007
- benchmark was $0.804 per square foot. The new benchmark therefore represents a
slight decrease ($0.014/SF) from the 2007 Benchmark. :

Buoy Rent

The survey revealed that there were 10 marina facilities in California on Lake Tahoe

- with mooring buoys. These facilities reported a total of 539 buoys. The reported: ,

occupancy rates ranged from 30% to 100%, with an average occupancy rate of 92%.

Seven of these facilities reported occupancy rates of 100%, one reported 95%, and

another 90%. The lowest reported occupancy rate (30%) is from a marina located on

the south shore with very shallow water depths, which influence the ability to moor
boats, especially durlng low water periods.

' The 25-foot swing area used in the 2007 benchmark will continue to be used in this
update. The swing area is the distance that a boat can pivot around on its mooring axis
(“anchor center”) without running the risk of drifting into other boats. This swing area is
consistent with the Tahoe Regional Planning Agency (TRPA) requirement for private
buoys on Lake Tahoe. : .

Like boat slips, moorlng buoys on Lake Tahoe are commonly rented on a seasonal
basis, with the typical season running from May through September, a period of five
months. Consequently, rents are typically quoted on a seasonal basis. The survey
indicated that seasonal rates on Lake Tahoe range from $1,100 to $6,500. Based on
the number of months in the reported season, the equivalent monthly rates range from
$179 to $1,300. The average of the surveyed rents is $601 per month. :

 The average surveyed rent is approximately 11% higher (10.9%) than the average

monthly rent reported in the 2007 Benchmark ($541.82). Applying this rate of increase

to the prior benchmark rate of $340 per buoy results in a new benchmark rate of $377
($340 x 1.11)

California State Lands Commission
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MANAGEMENT REPORT - Expiring Leases

.

Exhibit II

. TRANSACT -

LSENUM SEQ_NUM LESSEE LSEEXP . ENDCODE COUNTY Transaction STRUCT RENTAL
Lease Number - - Seq# Lessee Lease to Expire *_Tickler Date End Code County Team {Lease Type) Structure Code Annual Rent
858 2 El Segundo Power LLC 12/13/2036 Los Angeles. SCR GEN LEASE-INDUSTRIAL USE 26, 65




MANAGEMENT REPORT - Holdover Leases

i

. - : TRANSACT _ )
LSENUM SEQ_NUM . LESSEE - LSEEXP ENDCODE COUNTY " Transaction STRUCT .. RENTAL
Lease Number Seq# Lessee . Leaseto Expire End Code _ County Team _ (Lease Type) Structure Code Annual Rent
858 2 El Segundo Power LLC 12/13/2036 Los Angeles SCR GEN LEASE-INDUSTRIAL USE 26, 65 $382,953.00




Al

VT REPORT - & Bond
: - TRANSACT WSAMT INSEXP _ BEXPDATE
LSENUM SEQ NUM LESSEE - LSEBEGIN LSEEXP ENDCODE COUNTY i Transaction SYRUCT RENTAL Insurance - Bond
- Lease Number Seq# Lessee . Lease to Begin lease to Expire End Code County Team {Lease Type) Structure Code Annual Rent Policy Amount Expiration Date Expiration Date
858 2 El Segundo Power LLC 12/14/2006 Hu\ 13/2036 Los Angeles SCR GEN LEASE-INDUSTRIAL USE 26,65 $382,953.00 $2,000,000 M 11/15/2012 . CONTINUOUS




i

MANAGEMENT REPORT - Rent Reviews

TRANSACT

_h.mzc_s Mmofzc_s LESSEE LSEBEGIN _M.mmxv . NEXTREV ’ ENDCODE COUNTY Transaction STRUCT RENTAL
Lease Number Seq # Lessee Lease to Begin Lease to Expire . NextRentReview End Code County Team {Lease Type) Structure Code - Annual Rent
858 - 2 El Segundo Power LLC 12/14/2006 12/13/2036 ] 12/13/2012 ,_bm Angeles SCR . GEN LEASE-INDUSTRIAL USE ° 26, 65 $382,953.00 .




Exhibit Ill

Exhibit Il is a confidential document and exempt from public disclosure per Government Code
§§ 6254.5(e), 6254(k), 6254 (1) and 6255; and Code of Civil Procedure § 2018. Exhibit IIl was
transmitted to the Bureau of State Audits under a separate confidential cover.
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Exhibit IV

CALENDAR ITEM
C97

- A Statewide : 08/14/12

S Statewide : , S. Pemberton

CONSIDER SUPPORTING STATE LEGISLATION REQUIRING THE COMMISSION
TO PREPARE A WORKLOAD ANALYSIS TO ENSURE THAT IT IS FULFILLING ITS
, OVERSIGHT RESPONSIBILITIES OVER LEGISLATIVELY GRANTED PUBLIC

‘"TRUST LANDS, CODIFYING TRUSTEE DUTIES IN CONNECTION WITH GRANTED

LANDS, AND REQUIRING THE ANNUAL FINANCIAL STATEMENT FILED WITH

THE COMMISSION TO BE ACCOMPANIED BY A STANDARDIZED REPORTING
FORM DEVELOPED BY THE COMMISSION

INTRODUCTION:

State Lands Commission staff has been reviewing various legislative proposals
introduced in the 2011-12 legislative session that involve lands under the Commission’s .
jurisdiction. This report describes proposed legislation (AB 2620 — Achadjian) that
would require the Commission to prepare a workload analysis to ensure that it is

- fulfilling its oversight responsibilities over legislatively granted public trust lands, codify
trustee duties in connection with granted lands, and require the annual financial
statement trustees file with the Commission to be accompanied by a standardized
reporting form developed by the Commission. This report further proposes that the
Commission consider adopting a support position on this legislation. :

LEGIS LATIVE PROPOSAL.:

AB 2620 (Achadjian):vTidelands and submerged lands: granted public trust lands

SUMMARY:

AB 2620 would require the Commission to prepare a workload analysis to ensure that it
is fulfilling its oversight responsibilities relative to legislatively granted public trust lands.
This bill would also improve the Commission’s oversight over granted lands by codifying
trustee duties, authorizing the Commission to create a standardized reporting form, and
allowing the Commission to post on its website trustee statements detailing revenues
and expenditures relating to its trust lands and assets.

TIT




CALENDAR ITEM NO. C97 (CONT’D)

BACKGROUND:

Over 80 local jurisdictions have been granted state publlc trust lands EX|st|ng law
requires the Commission to oversee these granted public trust lands and ensure that
their use is consistent with the Public Trust Doctrine and applicable statutory grant.
Existing law requires each local trustee to file with the Commission a detailed statement
of all revenues and expenditures relating to its trust lands and assets, including
obligations incurred but unpaid, and covering the fiscal year preceding submission of
the statement. The statement must be prepared in accordance with generally accepted
"accounting principles and may take the form of an annual audit prepared by or for the
local trustee. '

AB 2620 does three things. First, it creates a new section of law with a series of
findings and declarations relative to the Commission’s duty to oversee granted public
trust lands and the fiduciary duties of local trustees that are applicable under common
law trust principles. These include: 1) the duty of loyalty; 2) the duty of care; 3) the duty
of full disclosure; 4) the duty to keep clear and adequate records and accounts; 5) the
duty to administer the trust solely in the interest of the beneficiaries; 6) the duty to act
impartially in managing the trust property; 7) the duty to not use or deal with trust
property for the trustee’s own profit or for any other purpose unconnected with the trust;
'8) the duty to take reasonable steps under the circumstances to take and keep control
of and to preserve the trust property; 9) the duty to make the trust property productive
under the circumstances and furtherance of the purposes of the trust; 10) the duty to
keep the trust property separate from other property not subject to the trust and the duty
to see that the trust property is designated as property of the trust; 11) the duty to take
‘reasonable steps to enforce claims that are part of the trust property; 12) the duty to
take reasonable steps to defend actions that may result in a loss to the trust; and, 13)
the duty to not delegate to others the performance of acts that the trustee can
reasonably be required to perform and to not transfer the admlnlstratlon of the trust toa

co-trustee.

Second, it changes the manner in which trustees provide revenue and use information

to the Commission. This is the information that the Commission relies on to fulfill its

oversight responsibilities. The bill authorizes the Commission to require that a

~ standardized reporting form from local trustees be filed with the Commission along. with
their detailed annual statement. The Commission may either use an existing reporting

form previously developed for this purpose or develop a reporting form that requires

trustees to report on all of the following: 1) a summary of all funds received or generated . ‘}

from trust lands or assets; 2) a summary of all spending of funds received or generated
from trust lands or assets; 3) any other disposition of funds received or generated from -
trust lands or assets or of the trust lands or assets themselves; 4) a description of the
manner in which the statement required under current law and the accompanying
reporting form is organized; and, 5) any other information that the Commission deems
should be included in the accounting of granted lands.




CALENDAR ITEM NO. C97 (CONT’D)

This part of the bill also requires that grantees segregate all funds received or
generated from trust lands or assets in separate accounts from non-trust funds, and
states that all forms and supporting statements submitted are public records and shall
be made available on the Commission’s web site..

Third, this bill requ'ires the Commission to prepare a workload analysis by September 1,

2013, that summarizes the resources necessary for the Commission to fulfill its
oversight responsibilities relative to legislatively granted public trust lands.

 OTHER PERTINENT INFORMATION:

AB 2620 is intended to ensure that the Commission is meeting its oversight
responsibilities with respect to granted lands and their assets, and to ensure that the
revenue generated from granted lands and their assets are expended in accordance
with the common law Public Trust Doctrine and terms of the applicable statutory grant.

Additionally, the findings and declarations that are in this bill are beneficial because they
make a trustee’s responsibilities explicit. This is helpful because, although these
fiduciary duties are identified in case law and individual granting statutes, they are not
organized and placed together in one location. AB 2620 creates an organized list that
appropriately frames the section of current law requiring that revenues received from

~ trust lands and assets be expended only for trust consistent uses. This will help
trustees understand their obligation to the trust and act as a deterrent against misuse of
funds dedicated for public trust uses.

The Commission staff invests a significant amount of time and resources responding to

and addressing inquiries from trustees about appropriate use of trust resources. In an
effort to be more proactive and to improve its financial statement review process,
Commission staff recently sent letters to all trustees asking that they also provide a
summary annual report detailing gross revenues generated within public trust lands and
all expenditures of those revenues beginning with the 2010-11 fiscal reporting year. In
the letter, staff stated that another alternative would be for the trustee to pinpoint the
~areas of their Comprehensive Annual Financial Report that are associated with the
revenues and expenditures of public trust assets. The authority in AB 2620 to create a
standardized form that requires a trustee to include a summary of funds received or
generated from trust lands or assets is consistent with these efforts.

AB 2620 was approved by the Assembly on May 25, 2012, on a 70-0 vote, and by the
Senate Natural Resources and Water Committee on June 26, 2012, on a 9-0 vote. Itis
awaiting consideration on the Senate floor. It is sponsored by the Pacific Merchant
Shipping Association and has received no opposition.

TIT




CALENDAR ITEM NO. C97 (CONT’D)

RECOMMENDED ACTION:
IT IS RECOMMENDED THAT THE COMMISSION:

1. Adopt a support>position on AB 2620 (Achadjian).

T




Exhibit V

State of California ' . California State Lands Commission

MEMORANDUM
To: STATE LANDS COMMISSION STAFF

Date: Auguét 16, 2012

From:  Curtis L. Fossum
. Executive Officer

Subject:  External Affairs Division and Granted Public Trust Lands Program

This memo outlines the establishment of the External Affairs Division (EAD) and the
restructuring of the Commission’s Granted Public Trust Lands Program. The Granted
Public Trust Lands Program over the last four decades has been operated within both -
the Planning and Land Management Divisions of the Commission. Issues involving local
government grantees often rise quickly to Executive and Commission level and have
been an area of staff focus that includes significant involvement of the Legal Division
and the Executive Office (including the Legislative Liaison). We sometimes forget that
~our MRMD and MFD staffs also spend significant time dealing with grantees, as well;
most often in Long Beach for MRMD, but MFD at terminals and ports throughout the
state. In fact over $420 million dollars was deposited by the Commission in the State’s
General Fund for fiscal year 2011-12 from Granted Public Trust Lands in Long Beach.

So while each of the divisions have, -and will remain, involved in issues including legal
land use, boundary, environmental, auditing and accounting, oil operations, and the
prevention of oil spills and introduction of invasive species involving grants, the Granted
Public Trust Lands Program will be managed within the Commission’s EAD. | have
attached an organization chart to this memo deplctmg the general arrangement of the
respective responsibilities within the EAD

In addition to the Granted Publlc Trust Lands Program, the EAD, together with the
Executive Office, will transition to assuming responsibility for finalizing the
Commission’s meeting agenda and calendar items. The EAD Chief will also be the
Commission’s Information Officer and coordinate requests for information from outside
the office. Management of the contents of the Commission’s webpage will also be the
responsibility of the EAD. The EAD Chief will coordinate the Commission’s participation
on various boards and commissions, including but not limited to the Coastal
Commission, SF Bay Conservation and Development Commission, Delta Protection
Commission, San Joaquin River Conservancy, and the Western States Land
Commissioners Association. The EAD Chief will continue to be the Commission
Legislative Liaison, responsible for monitoring and coordinating state and federal
legislation affecting the Commission, developing resolutions for the Commission’s
consideration and drafting press releases as needed. Some offlce location changes
will take place during the next two weeks.

| understand that change can be difficult, but the need to focus additional attention and
resources on these areas is overdue. The Bureau of State Audits report on the
Commission’s operations criticized the Commission for not being more pro-active
regarding its responsibilities involving the Granted Public Trust Lands Program, and it is
my hope and belief that this structure will afford the opportunity to move in that direction.

I




TT02/72/80

00°000°ST¥ $ SO'LES'ZL $ 989TT'ISL S

00'000°0V$
00°000°SZ$
00°000°0S¢$

00°000'00T$
’ 00°000°5$
00°000°s$
00°000'S$
00°000°S$
00°000°st $
00°000°00Z$
00°000'S2T$
00°051's$
00'0ST'SS
81'8TE LTS
0S'€50°55S
00°S8T‘ZS
00°S8LCS
00°s81°¢S
S0'0SS'TTS _
00°€2T'SSS
8T'8TE LTS
00°€E9'EES
00°'TZELS
00'6v¥'6¥T $
00°€€0'STS
1o0yds

amn ‘980

INNqIYX3

auou
%E
%E
%E

%€
auou

auou
%S
%€
%E

- %E
%€
%E
%E
%E
1dD
1dD
%E
1dD
1dD
1dD

1D .
aseasou)]
|emauay

[enuuy

i

Xm_x.m\SDwEDE_xm_)__ms_._:(_umeOm/mEJE_xm_\/__m:C:d)mpcwEww._:n_E_mm/uU

00'000°0%S 2888 ‘0D a8uelp
00°000'SZS$ 6408

00°000°0S¢Z$ - JAAA:]

junowy paxi4

00°'000°00TS$ ’ BEYS

00°000°SS 8006 ysno|s JojAe ] ojuaweses
00°000°SS - 6868 sawlI9 Ja3Ins/esnjo)
00°000'5$ 8868 Janns/esn|o)
00°000'sS$ 0668 oue|os
00°000°SLS$ N#Nm\ONHm. 1d 10 [eo) -
00°000°002% SnoLEA yoeag 8uo1 /v
00°000'SCTS snoLiea esjog/dH 928uei0
00°000°sS 5888 uinbeor ues
00°000'SS 3888 wiay
8I'8TE" LTS sel OAjEIUOIA
0S°€S0°SSS bLEE OAjRIUOI
00'S8T°C$ S66S ysnoj|s Aaspur]
00'S8T‘ZS G6E8 3A0ID INUEM-UOIUIOYL M
00°S8TCS 8198 201D INUEM-UOIUIOY ] "M
S0'0SSTZS 2°9658 siashan
00°€CTSSS S60€/98T juowag
81'81ELLS TSt e1SIA o1y
00°€€9’ceS 165¥/965Y s1asAan
00°'TZELS SP8L siasAsn
00'6v¥'6¥TS EIVE/EE0E eA3/3J0YsSHO gH-
00°€E0’STS 90¢s $JasAe0)

junowy ‘ON (seseaq se9 13 10) plola

Jenuuy wNWIXe Juan)  Jyd / 9sea]

SWNWIXEP [ERUUY PUE SHUIWRIFY JUdLIn))
- §99,] JUIWITBUBA]

1UWD23248Y |e101 PaXId

oueldwo) asearuo) pool4 Axuno) asuelp

2oueidwo) asea]
aouerdwo) asea

$934 Juswadeurp
S994 Juawadeuey
5394 Jusawaseuey
s394 Juswadeuey
$934 Juswaseurp
2aueldwo) 103lo1d
s994 Juawadeuey
s994 Juswadeuey
599} Juawadeueln
's99) JuBWaFeuey
S99y Juawadeuen
s99] Juswadeuey
S99 Juswageuey
s394 Juawadeueiy
593) JUsWageuey
suonaadsuy
s99) Juswadeuey
S99 Juswadeueiy
suoidadsu|
suonoadsu| piaid4
Juswadeue ases]
suoadsuj plaiy
adA L Juswaaidy

dMavi
(apisjpuuey)) uopiasod

385d

uonesojdx3 ywwng

0D0UDA

ASiau3 [Iy1004

020UIA

OJON3A

yoeag 8uoi AXQ

Ul VSN AXO

age1015 youey |19

$924n0s3Y anbu)

0J0UBA

0200UBA

+dio) sjelapy uISISaM

uopneJso|dx3 19sung

A819u3 weails

13MOd S13SA3D

yoeag 3uoi AxQ

$32.N0S3Y B11950Yy

.S1eshep [ sudied

auidie)

(¥00q) dxd

s1asAap / auldied
awen

T10Z¢
606€¢C
80T9T

£68S0
71050
ZT1S0
TTTE0
TT2€0
1T6VT
7TTS0
1I6¥0
OTOET
01671
80091
806ST
£0TLT
£0780
90811
90660
90v60
SOTYT
860€C
Y6EST
6600
€6¥ST
JaquinN vy



	SLC 1-Year Response Cover Ltr to Elaine Howle 8-23-12
	SLC 1-Year Response to BSA FINAL

