UPON MOTION DULY MADE AND UNANIMOUSLY CARRIED, IT WAS RESOLVED T0 DEFER ACTION
WITH RESPECT TO REVISION OF RENTAL RATES TO BE CHARGED FOR STATE LANDS 20 EE
QCCUPIED UNDER PERMITS ON IAXE TAHOE; IT WAS FURTHER RESOLVED THAT MR. MARION B.
PLANT BE ALLOWED FIFIEEN DAYS AFTER REGEIPT BY HIM (F A COPY OF THE REPORT ON
PERMITS ISSUED FCR STRUCTURES AND OPERATIONS ON NONTIDAL NAVIGABLE VATERS IN
WHICH T0 SUBMIT A REVISED ERIEF; UPON RECEIPT OF SUCH BRIEF, THE EXRCUTIVE
OFFICER IS T0 REQUEST THE ATTORNEY GENERAL FOR AN OFINION ON ALL NEW QUESTIONS
SUBHMITIED OF A LEGAL NATURE.

3%, {PROPOSED O1L ARB GAS LPASE, TIDE AND SUBMERGED LANDS, RINCON AREA, VENTURA
NOMITY = ¥,0, 1535, The followiig calendar item was submitted for oconsiders-
tions

“On June 30, 1954, seven bids wers reseived in responsa to a
published notice of intention of tha Stste Lands Tommission to
receive offerx 'ba enter into a lsage for the extraction of oil

snd gas Trom 1,175 acves of tide and submerged lands in the
Rinoon Ares, Ventura County. FPublication of this offer was
suthorized by ths Commission Fsbruary 9, 1954 (Mimute Item 2,
pagss 196061}, A resumé of the compliancs by the bidders with
the spescified bid corditions is attached. It is tc Dbe noted that
gospiets compifance with all specified bid conditions was had by
all bidders. The proposad form of lsase and method of operations
to b8 conducted thereunder by the high bidder were reviewed with
the Land Use Committes of the Planning Commission of Venturs
County. Thizs review with the Committes was 2lso sonducted for the
banefit of the Board of Supervisors of Ventura County, in accord-
ance with 2 recommendation by the Administrstive Assiatant of the
Board of Supervisors. The conclusion of the Land Use Committoe
wag that thers are no objeciions to the proposed operations cn the
tasis of the review which was pressnted.

"The Richfleld Ol Corporation suledited the two highest bid fac-
tor offers, The higher Richfield offar is predicated on ail drill-
ing operations being conducted from filled lands, while its lower
ofier would be applicables t0 a program of initial developmant from
upland followed by & fillsd-land development., It is considered
that the best develoment program could be achieved under the pro-
posed filled-land opsration. This propram cauld deluy initiation
of production for the time reguired for ths auntdordzation of the
project by the Avey and the placemsnt of sufficlent filled laxnda,
tut the drainsge of State lands in the meantime iz through wells
igcated on other State leases.

011 royaity rates which would be applicable for azelected ofl
ixcﬁucg;cn rates under the Richfisld Oil Corporation bid are given
syravith
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Production Rate Computed
(Barrsls per duy) 03l Ro;%;%ty Rete
56 30.00
80 £9.21
30 63,83
100 70.61

2k 100.

51T IS RECOMMENDED THAT THE COMMISSION AUTHORIZE THE EXECUTIVE
OFFICER YO 3ISSUE AN OIL AND GAS LEASE T0 THE RICHFIEID OIL
CORPCRATION, THE HIGHEST QUALIFIXD BIDDER, TN ACCORDENGE WITH
DIVISION 6 OF THE PUBLIC RESOURCES CODE, FOR THE 1,175-ACRE
PARGEL, OF TIDE AND SUBMEROED IANDS IN THE RINCON mg VENTORA
COUNTY, AS DETALIED IN THE FUBLISHED NOTICE OF INTENTION UNDER
W. 0. 1436, THE ROYALTY RATE BID FACTOR IN SAID LEASE TO BE
%ﬁ% gﬂs %rm BY THE RICHFIELD OIL CORPORATION IN THE BID
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RESUME OF COMPLIANCE BY BIDDERS WITH SFECIFIED BID CONDITICGHS

SEALED BID REQUIRED  WAIVERS BID
SUBMITIED  BID REQUESTED CERTIFIED SUBMITTED
‘ BFFORE  INDENTIw PRIOR COYY OF  EVIDERCE OF BID o BID
3L AM, FICATION  TO BID FINANCIAL CITIZENSHEP  DEPOSIT DPRESCRYBED FACTOR
BIDDER 6/30/5), FURNISHED OPENING (1) STATEMENT QUALTFICATION SUBMITYED PORM OFFERED
1. Richfield 0L Corp. X X No X X b 4 -4 X 5.323%
2, Richfield 0il Corp. X X No X X X X X 5.1375
3. Union 051 Co., Shell
01l Ce., Continental
041l Co., Superior Oil
Co. X X No X X X X X 2.03
h. Standard Oil Co. of | & |
Californis X X No X X X x X 2,042 o
5. Signal Oil and Gas Co. X X Ko X X 4 x X 1.8261
6. Ueneral Petroleum Gorp,,
tionolulu 011 Corp.,
Humble 0il and Refining
o, X Ko X X X X X 1.656
7. Western Gulf 0il Co. X X No X ) 4 X b 4 X 1.2%




In addition, the fellowing item was submitied:

In corjunction with the high blid factor offer by the Richfield
0il Corporation, pursuant to notice of intention of the State
Lands Commimsion to receive offers to enter into a lease for the
extraction of oi) and gas from 1,175 acres ¢f tide and submarged
lands in the Rincon Area, Ventura County, the Richfield ¢il Cor-
poration has offersd to pay & minimm il royalty rate of 30 per
cent instead of the minimum of 16-2/3 per cent raquired in the
bid lsass form. It iz the informal opinion of the Office of the
Attorney Gensral that this separate offer does not constitute a
devistion from the published form of offer of leass bids, parti-
cularly in view of the fast that it ia not required for considera-
tion in conjunction with the basic lease offer. The minimum
royalty rate offer of 30 per cent represents the computed royalty
rate resulting from an oil production rate of 56 barrels per day
under the subject lease.

#IT IS RECOMMENDED THAT THE COMMISSION AUTHORIZE THE EXECUTIVE
OFFICER TO ENTER INTO A SUPPLEMENTARY ACREEMENT WITH THE RICH-
FIELD OIL CORPORATION, WHEREUNDER A MINIMUM OIL ROYALTY RATE OF
30 PER CENT WILL BE PAID BY RICEFIELD OIL CORPORATION PURSUANT
TO OPERATIONS UNDER THE OIL AND GAS LEASE ISSUED UNDER W. O.
1436, RINCOK AREA, VENTURA COUNTY.®

The Stalf reperted that a written objection had been received on behalf of
Mr. Hogh B. Martin, protesting issuance of any lease pursuant to the published
notice of intention to receive bids.

Mr. William S, Sevlly uppeared on behsif of Mr. Martin to discuss the writien
objaction which had been filed, and upon completion of his discussion the points
which he made were summed up by the Chairman as follows: (1) The islands that
are proposed to be used and from which 3% is proposed to conduct the driliing
operibions under any of the bids are not authorized under legislation pursuant
to vhich the Commis=ion is acting, nor is it lspal to slant-drill from ®filled
lands”. These ave cobjections that apply to &1l bids. (2) A second objection
relates to the specific bid of Richfield on the basis of economics and of

interasts of the Stata.

Mr. Mariin stated that his interest stemmed from his personsl interest in the
oil business; alss, at a later date he expecte 10 be representing substantial
land owners in Santa Barbars County and in Ventura County. e further stabed
that he was attacking the Richfield bid in his capacity as a geologist and
petroleum engineer, feoling that there is no profit to be derived by Richfisld
on the basis of their bid.

Mx. Alvin Rockwell appearsd on behaif of the Union, Shell, Continental and
Superior 01 Companies (which had submitted a joint bid), He Piled an sewnomic
siudy by Mr. H. ¥. Bauer; Mansger of Offghore Operations, Union 0il Company,
M. Rockwell contended that the Richfield bid wis mot a qualified bigg firsi,
because Richilieid had submitted two blds insitead of only one as he claimed was
contemplated by the bid offer; and, second, becauss Richfield offersd a 308
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nminimam royalty, whereas the invitation for bids specified a 16-2/3% minimum
royaliy, his claim being to the effect that the minimom royalty was not & bid-
dable factoyr. The Staff pointed out that the 30% minimum royalty offer of
Richfield was not actually & part of the bid, tut had been submitted in a
separate letier. Mr, Mervyn Phelan, representing the Richfield 0il Corporation,
stated that this offer did not have to be accepted by the State.

Mr. Rockwell then srgued in support of a contention that the bhid submitted by
his clients {Union, Shell, Continental and Superior) was in fact the highest
bid if all factors relating to the recovery of maximum ultimate returns to the
State were given proper consideration and weight.

Mr, Phelan (for Richfisld) then stated that he believes Richfield is competent
%o undertske the progrem called for by its bid, at & profit to itself as well
as to the State. In responze tc a gquestion ssked by Mr. Peirce, he estimated
that production will exceed 100 barrels s day on some wells, 60 on some, and
less on others.

At the reguest of Mr. Fhelan, Mr. Horiig read Section 2119 of the Rules and
Regulations of the State Lands Commission relating to diligence of operation
on State leazes, this section requiring that wells be operated at the maximum
efficlant rate.

Mr. Phelan explained that the reason Rishfield had submitted two bids was that
they did not know, and still do not know, whether drilling iz going to be re~
quired from the uplands, or from filled islands; that the bid calling for &
Lactor of 5.1375 waz based on using littoral drill sites initially and £illed
lands ultimately, and the factor of 5.2375 was on the basis thai only filled
lands will be used.

¥r. J. G. Leovy, representing the Western Gulf 0il Compsny, stated thef he con-~
curred with objections previocusly msde by ¥Mr. Rockwell,

Public inspection of the bids and of supporbing documents was discussed, par-
ticulaxly with refarence to ths financial stabements submitted. Mr. Watson
reported that he had discussed informally with the Attorney General, with the
Purchasing Department of the State, and with the Division of Highways, the
guasiion of when blds bacoms public records, and was informed orally thai where
a stalf recommendation or study has to be made. bids do not bacome public
racord untll the time when they are considered for sward. Reprassentatives of
the industry presented disseniting views on the matiter, following shich ths
Chairman stated that he believed that, except in cases where & bidder agrees
in writing to the relesss of documents supporting his bid, such documents will
ha held confidential pending the receipt ¢f an informsl writien opinion by the
&ttorney General on this subject.

I% wés brovght out that although Richfisldtz bid called for a royaliy rate in
excess of 100% when production of any well exceeded 12L barrels s day, in view
of an oral opinion which had juast been received from the Attorney Qenerel; the
State cvuld not eollect more than & 1G0% royalty. It was the conteniion of
some of those present that the c2ll for bids shonld bave stipulated this fach,
as bﬁtﬁ;&ﬂd have affected the bids made had it besn kmown at the time thay were
sitbmd, .

«38~ 2140




- .
N e,

P T [T NP WPy, .

oy R, boal " Wple HT M e )
. R

LR

oy,

¥r. Leovy asked that the question be submitted to the Abtorney CGeneral whether
bids are valid when submitied on the basis of contemplating a royalty of over
100%, in view of the opinion vhich has been given by the Attorney General that
a royalty of over 100% could not be eollected.

UPON MOTION DULY MADE AND UNANIMCUSLY CARRIED, A RESOLUTION WAS ADOPTEID RE-
REFERRING TO THE STAFF CF THE STATE LANDS COMMISSION, FOR FURTHER STUDY, REPORT,
AND RECOMMENDATION, THE QUESTION OF ISSUING AN OIL AND GAS LEASE FOR THE 1,175«
ACRE PARCEL OF 'I‘IBE AND SUBMERGED LANDS IN THE RINCON AREA, VENIURA COUNTY, AS

DETAILED IN THE PUBLISHED NOTICE OF INTENTION UNDER W. 0. 1&36. EVERY EFFORT
TQ T™0 RE MADE T0 RIPEDITE MTS MATTER §0 AS TO RRING IT TG PUTS A pmTmImEoa o

At AR MR NN

THE COMMISSION AT AN EARLY DATE FOR A DECISION, AND A REQUEST IS 10 BE MADE TO
THE ATTORNEY GENFRAL THAT HE ASSIST BY GIVING OPINIONS ON LEGAL PROBLEMS PRE
SENTED, AND BY HAVING A REPRESENTATIVE FRESENT AT A SPECIAL HEARING TO BE HELD
BY THE EXECUTIVE OFFXCER

There being no furthexr businsss 1‘..6 cma befors the Comuisslion, the meeting wam
adjourned. i :

RUFUS W, POTHAM ~
. Exscutive Officer




