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• l 

-------�,----------------·------·� 
MR. PEIRCE; The metrting will come to order.. Oo:1.onel 

2 Putnam will proceed with the agenda. We will take up oe:r'"' 
3 tain rou.tirie ii�ems fir•st and then when Go,,rerno:r. Powers 
4 arrives WA -will return to the other items i.n the agenda. 
6 

6 

MR4 KIRKWOOD: The minutes look �11 right. 

MR. PEIRCE: I looked over the minutes. Thay appear 

7 to be in <>rder. All right ., Mr. Kirkwood'l 

8 MR. KIRKWOOD: M-m-mh. 

9 

10 

MR. PEIRCE: The minutes will stand approved as writte . 

MR. PUTNAM: And for the information of the Commissio , 
ll we found some mistakes in the minutes of Janu ,1,ry - No. 17 
12 

l.3 

1,4: 

16 

16 

1'7 

18 

19 

MR. KIRKWOOD: Have they bee.r.1. corrected? 

MR • PUTNAM: We will pick that up later. It is an ite 

in here. As to the next Commission meeting, again before 

the 15th of June, isn't that right, Long Beach? 

VOICE: Fine. 

MR. PUTNAM: Shall we pick your secretary? 

MR. PEIRCE: She will contact the others and pick out 

a date? 

,., . 

• 

l 

20 MR. KIRKWOOD: It will be rough up to the 12th, I ima 1.ne. 

21 

22 

25 

24 

25 

• 
26 

P&V•lOM , I 

MR. 

MR. 

MR. 

MR. 

MR. 

MR, 

PUTNAM: Now, Ken; is Mr. Stonier here? 

SMITH: N'ot yet. 

PUTNAM: t.l.'hen we better pass to Item 7 on page 2. 

PEIRCE: All right - Page 2. 

PUTNAM: Frank? 

HORTIG: Mt'• Groshong has applied £or a lease on 
. .......... , ·-
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submerged lands :i.n the Sacramento River £or maintenance 
:, ·:,, ', �i:.i\ ·:·'.' ' 

of a. small wharf, used cominereaia;lly for se�ving food ., 

drinks, and servicing and renting boats ., ax1d in li��u of 

furnishing a performance bond it has been determined that 

equitably instead of thEi no:r•rnal .��l00 rental accompanied 

l 

2 

3 

4 

6 

6 

7 

8 

9 

by a surety bond for a thousand dollars -- since Mr. 

Groshong is unable to obtain such a bond except at an exo
J


bit;ant premium -- it is recorrunended that there be a renta. 

of $150 annually and the requirement of the surety bond 

be eliminated. 

MRe PEI:J.OE·� Would that establish a precedent? 

MR. HORTIG: No, sir. ,. 

10 

ll 

12 

13 MR. PUTNAM: We have done that three or £'our times 

•· 14 in the last eight or nine years. 

15 MR. HORTIG: An individual doing business individual 

16 has a difficulty in obtaining a surety bond 

l? as normally required in this type of lease. 

18 

19 

20 

MR. 

MR. 

MR. 

MR. 

MR. 

KIRKWOOD: I guess it is all right. 

PEIRCE: o. K. with you? 

KIRKWOOD: Yes� 

PEIRCE: All right ., the recommendation 

SMITH: Page 3, Colonel. 

is approved 21 

22 

23 MR. PUTNAM: A slight in.terlude -- I want to present 

24 to the Commission our Junior Counsel ., Miss Constance 

25 Castruccio. 

26 MR. PEIRCE: We are pleased to have you. You are an 

• 

• �--------------------------��----------·---� 
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blVIBION or- APMINlll'fAATIVll! PltOCll!t>UAll!, QTATl'.l ofl C:ALlflOllNIA 



______ , ______________________ _ 

• 
l. attorney? 

• 

• 

2 

3 

MISS CASTRUOCIO: Thatts correct. 

M.R. PEIRCE: Thatts fine. You will give the deputy 

4 attornies general a little competition. It is nice to hav 

6 you on our staff and we are very glad to have you here tod 
6 MR. PUTNAM: I thought it woul,d be well for her to 

7 sit ino 

8 

9 

(At this point Lt. Gov. Fowers arrived} 

MR. PEIRCE: We just took up page 2, a routine item. 

10 Now, perhaps we ·had better get back •••• 

ll MR. PUTNAM: I am just wondering if we have got the 

12 representation of Santa Barbara County here complete. 

13 

14 

MR. KIRKWOOD: Is the Senator coming up? 

MR. PEIRCE: Perhaps Wfi had better wait until he 

J.5 a.r:riVijs. Also ,, it may be that Mr. Thomas will be here. 

16 

l? 

18 

19 

20 

21 

MR. PUTNAM: What I was thinking of was that I wouldnt 

to present these things unless we had as many people 

as we thought would be coming. 

MR. PEIRCE: All right. 

MR. PUTNAM: Mr. Stonier is not yere yet? 

MR. SMITH: No sir. 

MR� PUTNA.t�: May I also present our new Mineral 

23 esources Engineer, Mr. :Pfeil ., 

24 MR. PEIRCE: How do you do, Mr. Pfeil. Glad to have 

26 ou with us also. 
26 MR. PUTNAM: O. K� Will you proceed, Jack? 

·---·-------------- ·----------·----· 
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l 

2 

{Assemblyman Holmes arrived ) 

/" ' ' , 1  

MR. PEIRCE: Gc.1od morning., Mr. Holmes . Mr .  Holmes , 

3 we are waiting for a. few r. inutes before we take up the San a 

4 Barbara. annexation because there are interested personB wh 

5 are not here yet . 

6 �IR. PFEIL: Prospecting Permit P . R. C. 1509 . 2  ooverin 

7 the NW¼ of •• • • 

8 MR. PUTNAL�: I think I can present this right offhan 

9 because I talked to you about that., Mr. Peirce? This was 

lo a prospecting permit of Herman Akers and Harold Eade in S 

ll Benito County., P 11R. C .  1509 . 2., where they have proceeded 

_1_2 quite some time under prospecting ,pe�mit and then_ applied 

13 for a developmf'...n t • • • • 

14 

15 

MR. HORTIG: P:referent�,.al mineral lease • • • 

' •
,

, 

MR. PUTNAM: • • preferent ial mineral lease . Our 

16 office made an investigation last June to see whether or 

l'/ the requirements of the preferential rrineral lease were be · ng 

18 met -- and those requirements have to do with the arnount o 

19 production and how commercially valuable it is . Our inspec or 

20 reported back to our office that it would not qualify for 

21 one of these pr�ferential leases . We .failed , as I told you ' 
22 to notify the prospecting permittee . Then we got to the 

23 deadline of the expiration of the prospecting permit ... - a.nd 

24 I have had autho:t�ity conferred upon me by the Commission to 

25 extend these things £01· ano'bher year. I did ; but I would 

• 
26 �

ike confirmation of' it because the thin_g_i_s_, _· •-•-----� 

P&V• lOM ,, 
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l MR. PEIRCE: This is. the instax1ce where Att;orney 

2 Gilmore interceded in behalf of his clients andyou admitte 

3 a mistake had been made in the past , so this confirmation 

4 is in order • •• 

5 

6 

7 

8 

9 

10 

MR .. PUTNAM: Thatt s r ight . 

MR. PEIBCE:  I certainly would approve it . 

MR. KIRKWOOD : Nobody can object to it . 

MR. PDWERS : That Y s  all right. 

MR. HORTIG :  It is autho1--ized • •  

MR. PEIRCE: It has been moved and seconded that the 

11 r ec�mmendation be approved , so will be the order . 

12 

13 

14 

MR. PUTNAM: Page 2. 

MR. HORTIG: Page 2 is covered. 

MR. PUTNAM: How about Long Beach? How about you 

15 people1 How soon do you want to get away? Frank , oan you 

16 dig up Long Beach? I think ' that ' s  Jack '  s .  

1'7 

18 

19 

20 

MR. PFEIL : There ' s  one on 83, Supplement; al Item 23 . 

MR. PEIRCE : What page? 

MR .  HORTIG: Page 83 . 

MR. PFEIL : The City of Long Beach has request ed, in 

21 the interest of greater clarity, that the wor ds "the cost o 

22 sa,id subsidence remedial work u be included in the approval 

23 in reference to the nature of the .full amount of $959 , 530 

24 authorized on January 10 . In the opinion of the office of 

25 the Attorney General, tlte pr oposed modif�cation of the word 

26 clarifies the evident meaning 0f the resolution and does no 
....��,-------· ___ , ___________________ , 
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3 resolution of January 10, 1957 ., Minute Item 17 , to read : 

4 

6 

a 

'7 

8 

9 

. "'" 10 

11 

· 12 

13 

14 

15 

16 

111 

18 

19 

20 

"THE COMMISSION APPROVES THE COSTS PROPOSED flO BE 
EXPENDED BY THE CITY OF LONG BEACH, INCLUDING; 
SUBSIDENCE REMEDIAL WORK UNDER PROJECT L . B. W.O .  
10 ,00 5 ,  BETWEEN JANUARY l ., 1957 AND JUNE 30 , 1957, 
THE COST OF SAID SUBSIDENCE REMEDl.AL WORK NOT TO 
EXCEED $959 , 530 ; SUBJECT TO THE CONDITIONS, HOWE .VER 
THAT THE AMOUNTS ,  IF ANY, OF EACH OF THE ITEMS TO BE 
ALLOWED ULTIMATELY AS SUBSIDENCE COSTS, DEDUCTII3LE tt • • • • 

MR. KIRKWOOD : I vote the approval of the recommendat on. 

It ' s  just the addition of that language& 

MR. PFEIL : Yes , sir . 

MR. LINGLE: We might interrupt a minute on this . W 
' ' 

appreciate very much having this p�.rt icular correction. 

Theret s only one other point , one quest ion solely in the 

interf'lst of accuracy. The original records refer to an 

attachment and on the attachment there was a.n inadvertence . 

There were two items that indicated that we had gone ahead 

and did some work prior to Commission approval ; and we had 

discussed that and I think the staff agrees that we have . 

It is one of these items where part of the work was done . 
one month, part in another month, and in carryiJ.1g it .forwa 

r 21 

22 

23 

The City did .not .,do any work wi tl'lout prior Commission ' 

MR. PEIRCE : It has been moved and seconded that the 

motion be approved and so will be the order� (Moved by lYir. 
24 

Kirkwood , second ed by Mr. Powers. ) 
25 

MR. PFEIL : Supplemental Item 24 , Page 84. Considera 
26 

tion of Subsidence Costs � On April 8 ,  1957 (Minute Item 7 ,  ----- -----------------------· 
tllVIS IOH  or- A b M I N l il't'i1A'flVtl! Ptll;)C\inlUrit., S'l'A'l'S Oft t::Al.ll"ORNIA 
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------------------·------------.. ---,,,, 
f. l page 3047 ) ., The Commi,ssion approv·ed the cos bs proposed ·to 

2 be expended by the City of Long Bea.ch ., including subs5,,denoe 

3 remedial work ., during April 1957 and est;imated expenditur·es 

4 in the first portion of May 1957 for pa;yrolls and similar l 
5 items . 

6 The same elements of subsidence costs expenditures 

7 which are to be paid during May 1957 ., accountable under sub 

a si dence costs not included in projects approved heretofore 

9 by the Commission, will require approval by the Commiss:i.ou. 

10 if credit is to be received - by the City of Long Beach for 

11 s uch costs m1der the provisiono of Section 5 ( a) ., Chapter 29 

12 Statutes of 1956 ., 1st E. S .  The staff of the Lands Commissi n 

13 as reviewed statements by the City of Long Beach with resp ct 

• 14 o expenditures made during May 1957 . These amount s are ta u-

• 

15 lated in Exhibit "An attached hereto. From a review with 

16 office of the Attorney General relative to costs proposed t 

1? e expended in the amount of $410 ., 000 to cover costs of 

18 roperty a.e1quisition ., final item in Exhibit "A" , it has be  

19 that the estimates of the subsidence element in 

20 should be withheld and that no current approval 

21 ould be given to further withholding of funds for propert 

22 The amounts previously withheld by the Cit.y of 

23 ong Beach as subsidence deductions may substantially excee 

24 the amotmts which will be ultimately allowed . Since Chapte 

25 29 makes no provision for interest on the amount s returned 

26 o the State because of the e:l·�cessive estimates of subsiden e 
......_ ________________ ._.-G-.tt&.IMI_, ___ _ ·--------
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1 costs ,, sttch estimates should approximate as, 9los�ly as 

2 pos�ible the amoun.ts 1lltimately to be: allowed . Pending an 

3 administrative solution of this problem with the City of 

4 Long Beach , it is suggested there be no current approval 

5 for tentative subsidence deductions , to prevent swelling 

a the amounts already held . The City is , nevertheless , 

7 entitled to prior Commission approval of expendi·t.ures 

a t o  preserve its right to subsidence deductions to the 

g they are .found to  be legally allowable . In addition ,  the 

10 Long Beach Hart . Department has requested prior approval 

11 the Commission cf the amount of $50,000 estimated to be 

12 spent during th� month of Jun� 1957 for payroll force acco 

13 and voucher payments other than c onstruction . The subside 

14 portion of 1;his amount is estimated by the Harbor Departme:r. t 

15 to be 89%. 

16 MR. PEIRCE: Any comments from Long Beach with respect 

1? t o  this recommendation? 

18 MR. LINGLE: We have discussed it extensively "'!' .... 

19 Mr .  Shavelson and members of our office� We are not in 

20 accord. We believe that all of it ultimately would be allo ed 

21 as subsidence . However , a,s there is the suggestion that we 

22 can get together and talk this thing over before your next 

23 eeting ., we want to retain our right, that we don t t agree . 

24 We believe that it isn' t our idea to buy ·these lands as 

25 s omething we wish to buy. We feel we have to buy them to  

• 

26 
l_

rotect ourselves and because of �hat , that they are_:_ubsidfnce . 
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• l 

2 

3 

4 

5 

6 

7 

---------·-----�----------------�------
The other , our main objection. , is this: That we received 

notice as of' last Monday and they gave us very short order 

in t •ime to act because we had contracts where .we had agree 

to purchase some of these properties and we didn' t kuow 

where we were and how we could efficiently plan ou.r budget 

I realize Mre Shavelson • s position exactly, but we wish to 

maintain our position that we are entitled to these costs 

8 and the other point was that we would like to get it irone 

9 out as rapidly as possible beca.use we had planned in makin 

- 10 these exper1ditures of $410.,000 and. Monday we were told. we 

11 would not be permitted to make the expenditures ; and ·there 

12 were some . contrac;ts 'Where we are in the , position whe_re we 

13 would have had to pay the money whether we got State appro al 

• 14 or not because we would be liable t') damages and there was 

15 no possible way to back out of the thing until we could ge 

16 your approval on it . So we would like to get together so 

17 we can talk the thing over and plan efficiently 'What we 

• 

18 can ao . 

19 MR. PUTNAM: Our suggestion · is that we continue to 

20 work this out as rapidly as possible. On someother item � 

21 water pressurizat;ion - we haven t t been able to come to the 

2�f complete engineering review that we wanted, so it might be 

23 necessary f"or us to request a special meeting of the Com .... 

24 mission -� I mean an interim meeting , around about the 25t 

25 of May, to tak�� care of this item, which is a toughy for 

26 Long Beach, and this other one, water pressurization • 

DIVISION P F'  At> M I N 1 ta'l'RATIV'1: PROCl!DURll:1 B'ri\'.'lt 01" CA!.ll"ORNIA. 
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2 

3 

4 

5 

MR. PEIRCE: Is there any reason why we shouldn � t  

proceed to adopt this recommendation at this time? 

MR. PUTN.Al:vl:  No , beoau�e we have separated it , as I 

take it, , the particular matter of purchase of prope:r�y. 
I 

That' s  right . 

6 . MR.  HORTIG: The only thing that is to be suggested 

7 is that the City not withhold moneys but to go ahead and 

8 make the e:x:penditures ;whether they get them  returned will 

9 be dependent on the solution in the future .  

10 
. � ' - ' ' ' 

MR. SHAVELSON : I just wondered if the reason for thi�  

11 has been made clear as yet . In. other words , we were - -
'-' t�_ . l-,.,;._/� tt �r / 

12 the .Attorney · General was ��!Pl::i§,�.q that these lands that 

13 were being purchased do have a definite value for purposes 

• 14 other than subsidence .  They are purchased for the purpose 

15 of tentative subsidence. but once purchased they do have a 

16 value. We were also told that the final evaluation of these 

1'7 lands couldn t t be made in some cases for a period of one or 

10 

18 two years,  and that is the reason why we acted in this manner. 

19 We fe,al the State is entitled to credit for the value of 

• 

20 these lands for purposes other than subsidence � That t s  why 

21 the allowances , although they should get prior approval, 

22 may on final engineering review and av.dit -- they may not b 1� 

23 given 100% deduction and for that reason we don' t want the 

24 amounts withheld to greatly exceed the amounts that are 

25 going to be ultimately allDwed . 

26 MR .. PEIRCE: Any further discussion? 
L------------·--------·--· .. -·· ·-· -�--�-----------· 
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l MR. KIRKWOOD :  Move the recommendat ion e 

2 MR. POWERS : I second .  

3 MR. PEIRCE : Mr . Kirkwood moves , Governor Powers seco ds 

4 the motion. that the recommendation be approved . So will b 

5 the order . 

6 MR,. BRADY : May I interrupt for a moment? My Name is 

7 Brady -- I am from Long Beach . With reference t o  the wate 

8 amendment , is it my understanding that a recommendation wi l 

9 be in order on May 20th and formal action will be taken? 

10 MRe HORTIG : We don' t know but we hope action will 

ll be taken. There is one thing I did want to clear up in th 

12 supplemental. report. I think it was very f'airly written 

13 except for one possible mis construct ion. While we feel 

14 that the amendment will ameliorate or alleviate suosidence 

15 conditions, the amendment under its terms and conditions 

16 can legally only be drawn as a secondary recovery measure. 

1'7 

18 

MR. KIRKWOOD : What are we talking about? 

MR. HORTIG: We h aven' t covered this item which Mr. 

19 Brady is speaking of. 

20 

21 

MR. PU��N.AM: We have an item coming up. 

MR .. HORTIG: Page $0 . 

22 MR. PU'IiNAM: Gentlemen, if you want to cover that 

23 right; now ..... . . . . .  . 

24 

25 

MR. KIRKWOOD : We might as well cover all of Lon,g Bea 1 .  

MR . PFEIL : On February 19 , 1957 , in compliance with 

26 Section 10, Chapter 29 , Statut es of California 1956 , the 
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• l Long Beach Harbor Commission submi·bted for approval by the 

2 State Lands Commission an agreement amending each o:f' t:.he 
3 six existing drilling and operating contracts between the 

4 Harbor Commission of the City of Long Beach and the Long 
5 Beach Oil Development Company. The proposed amendment pro 

6 vided for an expanded water flood operation for the purpos 

'"/ of developing data relative to alle"liating subsidence .  Th 

8 proposed operation will provide valuable data r elative to 

9 the effect of water inj ection as a remedial measure in sub 

12 

10. sidence . As a secondary recovery measure, water . inj ection 

11 into the aquifer sands will materially increase the ultima e 

12 ,r�c:overy of oil from the reservoir. The proposed amendmen 

13 is currently being reviewed by the office of the Attorney 

• 14 Gen.�ral as to legal compliance with Chap·ter 29, 1956, 1st 

15 Executive  Session, and by the staff as t.0 engineering 
16 feasibility. 
l? MR. PUTNAM : That was the item that was also pulled 
18 into this and we hope to have some answers on this toward 

19 the end of the month and probably request a special meetin , 
20 an emergency me0ting of the Commission , to take care of 

21 this item and the other$ 
22 :MR. P'm!RCE: Is there any fuX1ther discussion? Do yo 

23 have anything further to say , Mr.  Brady? 
24 MR .  BRADY : My only point in discussing 
25 this -- it was ·the opinion of the City of Long Beach that 
26 under the drill:i.ng and operating contracts with the Long 

------------ ------------·"·-----------------
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1 Beach Oil Development Company this amendment could' only be 

2 entered into as a secondary recovery measure and that whil 

3 everybody is very optirnistic about the outcome and amelior t� 

4 ing the subsidence condition , the amendment as drafted is 

5 drafted as a secondary recovery proposal. 

a MR.  . J:RKWOOD : What does that mean , that Long Beach 

7 expects to pick up the whole tab? 

8 :MR. BRADY: No sir , under the provisionsbf our operat 

9 ing contract, we can only rf.:)imb'urse the Long Beach Develop 

10 ment Company for those cost;s :incurred in the production of 

11 oil in field practice.. We felt that it would have to 

12 

13 

14 

15 

itself 

tion of 

as good field practice 
' 

" i  ,,  

oil rather than a poor 

in conjunction with the 

subsidence n1<�asure as long 

as Long Beach Development Company and Richfield are involv 

They are in the oil business , not in an attempt to amelior 

16 our problem. w �  hope that any increiased oil recovery for 

17 the city and State will aid us in fighting the subsidence 

18 problem. 

19 MR. PUTNAM: Mr. Chairman, this may be redundant , but 

20 under the terms of Chapter 29 of" 19 56 , which govern the 

21 State Lands Commission t s  activities with respect to the Cit 

22 of Long Beach , any amendme11ts to their existing contraats 

23 or any new contrbJ.-;::};.s, as I understand it , must be presented 

24 to you for your action and that is what is involved here , 

25 because ·bhey are amendments to those contracts .  

26 MR. PEIRCE: These amendments are in accordance with 

exist ing law:? I ••f)W _, -

c-

d. 

te 

l) 

' "  
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MR. HORTIG: That' s  the qu.estio.n under study. 

MR. PEIRCE: How tioas this tie in·to legislation 

3 pending before the Legislature dealing with this same 

4 question'? 

5 MR. HORTIG:  Not directly, sir . It ' s  a phase of 

a operations rather than a phase of any new legislation cur� 

7 rently under consideration . 

8 MR. PEIRCE: Well , that is for our information �- no 

9 action is called for at this t imet 

10 MR .  · PUTNAM: That' s  it . 

11 MR. KIRKWOOD : Is that all on Long Bea.ch? 

12 MR .. HORTIG: · I  believe so • . . 

13 MR. PEIRCE: GentJ.,emen from Long Beac:h , you are welco 

14 to remain but if you have other busines£3 we are th�ough wi 

15 your section of the calendar . 

16 MR. PUTNAM: Santa Barbara ready? 

MR. PEIRCE: Senator Holli.st er is not here . 

18 is not here . Mr.  Holmes , is it your opinion that Senator 

e 

19 Hollist er desires to be  present when we discuss this matter . 

20 ASSEMBLYMAN HOLMES : I haven' t  talked with Senator 

21 Hollister on this . I didn ' t  even know I was going to be 

11 22 here. I have a lull before some bills come up this morning 

23 and I a:rn j ust sitting in � 

24 

25 

26 
• 

MR. PEmCE: What item do you suggest? 

MR. HORTIG: Page 81 , Item 22. 

MR.  PEIRCE : I would like to announce the presence of 
._ _______________ , __ ·----------------1 
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l Aesemblyman Al.len Miller and Asseml:qman Joseph Shell . We 

2 are pleased to have you here and hope tha.t you will feel 

3 free to participate in our discussion this morning. Shall 

4 we hear from Mr. Pyles first? 

5 MR •. HORTIG: Probably in connection with this item. 

6 it would be appropriate .  

7 MRe PEIRCE: All right . You give the background 

8 information and then we will have l\i!r. P1yles . 

9 MR. HORTIG : Seems logical . As you gentlemen already 

10 know:, at least partially, AB 4 7 - Mr ..  Miller , 2237 ""' Mr.  

11 Shell , and 3869 - Mr.  Allen ( of which amend1ed copies are 

12 attached to .:rour calendar following your last page ) were 

13 oonsidered in the Asselllbly Committee on Manufacturing , Oil 

14 and Mining Industry on April 16 and 23 ,. 1957 . The bills we e 

15 ec;trd in Committee and Mr . Millert s bill and Mr� Shell's 

16 bill were withdrawn on April 29 from the Committee . On the 

l'/ following day, the Committee also passed, with no recommenda 

18 ion ,  Mr.  Allen' s bill. The three bills were hea:r-d on May 

19 on special order and all were passed to the Senate and went 

20 bhrough by the votes indicated. The comparative e££ect of 

21 

. 22 

bill.s is summarized on the following tabulatit•n . All 

bills are essentially in agreement on all faotors exc pt 

23 ne , which I can call your attention to -- except two , I 

24 The Miller bill and the Allen bill establish a 

26 6-2/3% minimum oil :r�oyalty plus a mandatory sliding scale . 

26 he Shell bill has 16-2/3% minimum and optional slide ; and 

D IVI S ION O f/  AOMlN lt;'l'ttA'TIVF. PHOOl'!!t':IUIH!, STATIZ 0 1"  C:Al.l l"O�Nll\ 
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l item ( e ) in the Miller and Allen bills is ident ical , whioh 

2 feature is not ixtcluded, in the Shell bill. Other than tha , 

3 there are no differences in proposed amendment to the act 

4 under a,ny of the three bills . 

5 MR. PEIRCE: Now, before we cont inue to  dis cuss this 

6 matter further , we have with us Mr. Ee E .  Pyles , Vice Pres -

7 dent of th�; Monterey Oil Company, who has expressed a des i e 

8 to address the Commission ;  and , if I underst�nd correctly , 

9 his st,atement will supply us with background informat ion o 
• !� · 10 the company' s experience in exploring a lease granted to 

11 his company at Huntington Beach . 
' . . ' ,,,. • ,-i'�,,:,-11, : :t' 

•. ., l'lo-1( ' 
,12 MR. KIRKWOOD,: Be.fore we go into that , migh't I just 

13 ask this of the staff? As I understand it , these thr ee 

• 14 bills , together with a bill of Mr .  Cunningham , No . 79 5 ,  

• 

J.5 amended on May 10 and making , as I understand it , really 

16 the only change from 12½ t o  16-2/3% ... -. all bills are to be 

117 heard by a Senate subcommittee tonight . 

18 MR. HORTIG: Yes sir.  As t o  the first three , they a e 

19 on file �  I have assumed , as you have ther e ,  that Senator 

20 Cunningham' s  bill will be included , although it is not in 

21 the written record Q 

22 MR. PEIRCE : Mr. Pyles . 

23 MR. PYLES : I have a copy for thG Commission of' my 

24 statement . Mr . Chairman , with your perm:i.ssion I ask that I 

25 may be seated at the table to present this . 

213 MR. PEIRCE : Surely • 
--------------------------·----· 
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. ·  �; l MR. PYLES: Gentlemen, I appreciate very much the 

2 opportunity of appearing befo�e this Commission because I 

3 believe that I am in possession of cer't;ain facts that are 

4 highly relevant to any discussion 0£ roya ... ty  rates on leas s 

• " 5 covering tide and subn1erged lands . I expect to emphasize 

a and support the contentions of some other operators with 

7 some startling figures that I might say have ( sic ) *  been 

a arrived at by deduction, but which are the result of aQtua 

9 experience over the past two years on two State leases , 

10 P .R. C .  1549 and P.R.C .  1550. These leases , as I am sure 

11 you gentle1m1en know, lie off shore between Newport Beach an 

12 Huntington Beach . Seaboard Oil Company, Humble Oil and 

, .- . . , 
.. 

, . -

'. " 

13 Refining Company, and Monterey Oil Company are associated 

14 in this joint leasing venture , with Monterey Oil Company 

15 being named as operators . 

16 Before these leases were obtained, Humble and Monter y 

1'1 had made a discovery on adjoining tide and submerged lands 

18 held under contract with the City of Newport Beach and had 

19 successfully completed some six or seven wells . The sub-

20 surface information developed during this drilling program 

21 was amplified by offshore geophysical and subsea gt-ological 
' '1� , -- ·. , 22 surveys on both •the underwater land parcels mentioned.. O:n 

23 the basis of these combined data , there was good reason to 

24 believe that a producing structure underlay the leases. Th -

25 three companies that were party to ·the enterprise were in 

• 
26 entire accord on this and a request was , therefore, made to 

17 

(' ,
, 

' '  
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• 
l the Lands Commission to put, the two leases .up for bid .  Pr or 

2 to thj.s time and at aonsid erablr� expens e ,  these companies 

3 acquired a number of upland properties including $ubsur.fac 

;: rights from Willow Land and Water Company ., Pacific Electx·i . 

5 Railway Company and Mills Land and Water Company. These 

6 ,rere required in order to assure on-shore sit es for direc-

7 t ional drilling operations should we prove to be the succe s-

8 ful bidder on the two leases. 

9 Following all this exploratory work and careful 

10 planning , th e two parcels were put up for bid and the thre 

11 companies - Seaboard ., Humble aru.i Mcinterey ... being high 

12 bidders , the successful bids were $3 ., 333 ,000 som1e odd doll rs 

13 for Parcel 1549 and $1 , 333 , 000 for Parcel 1 5 50 .  Almost 

• 14 immedia tely, from the beginning of the granting of the 

15 leases ,  Monterey as operator b egan drilling from upland 

• 

16 locations on P . R. C . 1549 , the parcel nearest to the shore . 

l'/ Four wells were drille.,a directionally to depths between 

18 eight and ten thousand feet bo·ttomed on the leas e ,  but the 

19 were e.11 bone dry. Because of th is ill fortune , the Qom-

20 mis sion granted an extension of t ime to permit the lessees 

21 to procure the special construction of and bring a drillin 

22 platform around from the Gulf Coast . This was for the pur-

23 pose of drilling P . R. C .  1550 H which lies more than a mile 

24 from shor e and along the west erly edge of 1,49 .  After the 

25 arrival of the platform , core holes were drilled on propert 

26 covered by this lease , also to depths of aight to t en nd 

-eet ., bttt ·bhese ., boo, · were ent:; :i:rely uupI•oduct±v-e . ·-
01v1s1ON O P  AtH,l lNl$'t'RA't'IVtl PROCB:OUR!?, !l'!'A't'tl Oil cA\..l l"ORNIA  
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Now., the cost of this operation was as follows : 
2 

3 

4 

5 

6 

7 

9 

Lease acquisition · · · • • • • • • •  .. · • • $4 ,780 , 501 

Geophysical and subsea. 
geological expense o • • • • • • • • •  

Drilling costs 

45 , 501 

89 , 622 

Maktng a total of .. . . . . .. . . . . .. . . .  $6,694, 829 

This I said simply to show that here we ha:ve three well-

established oil companies, having available in their own 

· ranks highly qualified geo-scienti.fic personnel 1 e qu.ipped 
10 

with the most modern exploration instruments and know-how. 
11 

Amplifying the findings of' these and agreeing with their 
12 ' I � � • 

conclusions were independent geologi · ts and geophysicists 
15 

of wide experience and excellent repute . That , I am sure 
14 

you will agree, was justification for something more than 
l=· .,.) 

mere hope . Coupled with the successfully completed wells 
18 

dr�.lled by Monterey and Humble on immediately adjoining 
l'I 

Newport Beach property,  it amounted almost to proof that 
18 

the lease would produce -- but it didn' t .  
19 

It seems to me the Commission should take cognizance 
20 

of' these facts and weigh them carefully. They constitute 
21 

irrefutable proof of the . tremendous .financial �isk that is 
22 

involved in the search for offshore reservoirs , a risk that 
23 

24 
is greatly enlarged by the inherent dif'ficulty and increase 

25 os·ts of almost every phase of submerged exploration a11d 

rilling� It constitutes proof also that even those proper ies 
26 

• E_hich the most accurate and complete su!'veys indicate . to _l:?_� .. 

-� ..a-c -,L...1 -• •·• �-,.� � ,. �  • ' · -1 · �  ,, , 



I 

'
.
' ' " '  

n �-

i ·. · · ··· · t  . .. 
I ,, \ 

·, ·: , , · ·.\ 
' ' . ' . ,.,:, ,�1 ' 

" If, . /1 

l•, 

\" r.-<,:i(' , , ;:,;:•• ·· 

, 1 1t,•j•j,�' • •  ·�·��:t·, 

--------------�-------------------. 
l the �ikely repository of oil can still be  sore di9appoint-

2 ments production-wise .  

3 I would like to point out here , by the way , that the 
4 State of California is well prot ��cted against improper 
5 royalty provisions in it s offshore oil leases  by the Cun� 
6 ningham-Shell Act o The act permits the leasing of alterna ,e 

7 blocks only and the retention of the unleased portions u.nt. 1 
a leased portions have been drilled ., If p:rodu.ction is devel 
9 oped in any one sectj,on, there are, of course ,  four con-

10 tigu.ous sections that can be leased at, hj.gher royalties fo 
11 the benefit of the State • 

12 . Finally, I feel it is necessary to a�centuate three 
13 important conclusions t,hat are justified by the foregoing 

-� W 14 facts: 

:·•�!,\; 

• 

15 1 )  The financial risk and ., in fact, all other types 
16 of risk involved in offshore operations are so much greater 
l'i than any normal upland operations , that the two processes 

18 are quite unrelated . One should not ., therefore ., under any 

19 circumstances  be used to set a pattern. for the other . 
20 

21 

22 

23 
on a 
have 

Now, at this point • • • •  

I spent some time yesterday, I have a few figures here 

piace of paper that I think will substantiate what I 

set forth in paragraph 1, for the purpose of making a 

24 comparison of on-shore and offshoree These are actual and 

25 factual . First , take  the matter of transportation of per-

26 sonnel, which we call water taxis , and at the most favorabl 
-------·--·-------------, 
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l location I think you can have all up and down the coast of 

2 California that one item cost a little over $6 ,000 a month 

3 just  to transport the personnel that work from ·the end of 

4 the pier at Seal Beach to the island ., which is less than a 

5 mile . Now, if you multiply that by 10 or 20 , which all of 

6 our oil fields in California have a life of that nature ,  

7 

8 

9 

you get into a figure of a million and a half dollars for 

an it em that does not cost you a penny on shore . 

Now., mud costs -- To drilla c omparable well on shore 

lo the cost of the mud and the transportation of the mud to 

11 disposal dumps on shore costs about $6 ,000 per well o Off-

. 12 shore they have · been costing about $18 ,000 per well. · 

13 The fou:r holes drilled on P.R. C .  15 50 --- I asked o 

14 manager of operations if we were going to drill four c ore 

J.5 holes on shore in the immediate area of 15 50 and we would 

16 contract for the s,ame identical machtio.ery to drill them ,on 

l? a daily basis .... _ which we certainly could get I em on a con 

18 tract basis at less price ., but operati.ons out in the water 

19 are not on a footage basis because there is not; enough 

20 experience for it and it must be on a daily basis -- to 

2l drill on shore it would cost $1100 a day. It actually cost 

22 $6145 a day for the drilling of the core holes on 1550 ,  

23 or approximately six times as great . 

24 Please bear in mind that ·these are factual figures . 

25 We have heard a lot of statements as to cost of operating 

r>.a - in the water and on shore • 
'---------------·--·-- ·--------------
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• 1 Now, here is a transportation cost it;em . For drilli g 

2 the same comparable wellrs on shore , the transportation cos 

3 of transporting your casing and your tubing and pumping 

4 units and the equipment that is necessary for the well , Wi l 

5 run around $1500 per well, with a maximum of about ��2000 . 

e The transportation cost  per well has been $22 , 000 or eleve 

7 times the amount that it is on land s 

8 Now there is one very outstanding thing about all 

g this -- and this is just some items that I took at random ., 

10 i t  is not a complete list of all of the costs attach ed to 

11 it ., but c ertainly shows you what the pattern is . Now ., we 

12 do not get. one cent a barrel more- for the . oil that is pro- 1 
13 duced from the tidelands at several t imes the cost than we 

• 14 get for the same type of oil that is produced on shore at 

15 one-fourth to one-fifth vhe cos t . So I think thos e are 

P&V• lOM 

16 definite figures as to some of the cos ts of oper ation . I 

l? am sure that the places where we have been operat ing are 

18 most favorable insvfar as cost conditions are concerned ; 

19 when the operators begin to ope�ate in other areas of the 

20 ·tideland s ,  where their distance is greater , that cost is 

21 going up . Likewise ., we ha'V'e been ope1"'ating in water 45 to 

22 70 feet in d epth and many of your prospects are in water 

23 that is far greater in d,3pth than that ., up to two and three 

24 hundred feet in depth , and when you sta.rt operating i.n wat e 

25 of that depth then these costs here become very nominal . 

26 2 }  Even with all the scientific data that can be made 

-- . ....  -------------------�--·-------------
O I V l a l O N  O t!  A t:> M I N I S1'RA'1'IVE PROCk'J!bURtt 1 $1'A1'1i Of' <:ALJlfOltNIA 

22 



• 
1 available in these  modern times , no person or grou,p of 

2 persons can sucoessf'ully predict the oil possib:tlities of 

3 any subsurface area until enough wells have been drilled t 

4 prove or disprove the presence of oil and to  give some ide 

5 of its quantity and quality. 

6 3 )  There is noth:tng to indicate that the experience 

7 of thr ee reliable and substantial oil companies cited here 

8 will not be repeated by others , regardless of how well they 

9 may be  informed. 

10 It seems very clear to me in view, of these £acts that 

11 unless the State is willing to offer adequate incentives to 

12 encourage industry to assume the great risk involved in o:f 

13 shore exploration and development , or to red uce it to some 

• 14 rational proportion, there is great danger that capital 

15 investors will be lured into more lucrative ent erprises . 

16 The cost is already so great that even the largest oil com

l'i panies find it expedient to join t ogether to  reduce the 

18 individual hazard . With prevailing unrest in oth.i:!r parts o 

19 he world and the vulnerability of foreign petroleum source 

20 in the East, it would be nothing short of a nat ional cata-

21 trophe if California' s offshore reserves remain undevelope 

22 or lack of adequat e incentive . 

23 M� � Chairman, those �emarks and the statement is one 

24 I certainly felt that I wanted this Commission to know 

25 bout , because we do have legislation that is pending in th 

26 egislature here and I wanted this Commission to have this 
......._ ____________ _,,,,_ _______ . ,._, _____________ , ____ , 
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l info1"mation for its own guide .  

24 

2 MR. PEIRCE: Mr.  Pyles ,  I would like to ask you a que �""' 

3 tion . When your company took it;s geophysical measurements 

4 and concluded that there was a structure capable of h<'ldin � 

5 oil within the boundaries of this lease , did your later 

6 drilling prove the existence of the structure that your 
7 geophysical studies indicated was there? 
8 MR. PYLES :  No sir ,  they did not . It was contrary to 

9 it . �We likewise have what I call subsea geologists . In 

10 fa.ct , I believe we were the first ones that had these sub-

11 sea geologists under contract for about two years , doing 

12 subs.ea geology on the floor of the ocean; and geologically 

13 and from work on the ·surface and seismic tests , all we wero 

14 a,ble to determine was that we had a structure . We had 

15 further proof of it because we had producingoil wells aero� s 

16 the line in the ci;ty of Newport Beach ; but the net result 

r, was that we drilled eight completely bone dry wells at 
18 almost a. c ost of seven million dollars . 
19 MR. PET.ROE, Any questionei ,  gentlemen? GOVERNOR 
20 POWERS? ( No response ) 
21 MR. KIRKWOOD: I would like to _,__ on your page 1+ --
22 "I would like to point out here, by the way, that the State  

23 of  California is well prot,ected against improper royalt, 
24 provisions in its offshore oil leases by the Gunningham-
25 Shell Act . The act permits the leasing of alterna.tu 
2S blocks only and the retention of unJ..eased portions • • • • • •  

'--------------------·----------·----· 
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1 If produot,ion is developed in any one section there are 

· ,:, 2 four contiguous sectiono that can be leased • • • • £or the 
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3 benefit of the State . tt I do not know what pattern you are 

4 suggesting there . 

5 MR. PYLES: It t s  just what you did offsha:e of Santa 

e Barbara ci There was a request for ten parcels as approxi-

7 mately nine sections and the Commission elected t o -�-

8 ( unclear to reporter} ---- at the Wild Cat rate of 1/8 and 

9 ret ain the adjoining parcel . 

10 MR. KIRKWOOD : That wouldn1 t give us four contiguous 

11 sections that can be leased. 

12 MR. PYLES: It is sections �- you a�e thinking of 

13 parcels. It is sections of land on both sides of it . 

14 MR. KIRKWOOD : There would only be the two . You are 

15 not thinking in terms of' a section of land . You are think-

16 ing in terms of a block of sections. 

MR. PYLES : I didn ' t  have a chance to correct that .  I t  

18 doesn •t read quite right. What I am thinking -- you have a 

19 offset to the property you have leased and if it proves 

20 prt.:,duotive, then you have� the opportunity :f'or the State to 

21 get a larger bonus and a graduated royalty, as is provided 

. 22 by the Cunningham-Shell bill, because it is proven . 
7 .J�, . r·,,. ... / ·1 

23 MR. KIRKWOOD : It is not your experience in the area 

24 you are talking about , that isnt t full protection either to 

25 the operator or the State. You can have a block where you --

26 you moved across the section line and found that wasn • t the 
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l MR. PYLES: Certainly if you leased one of these 

2 parcels and ma.de a discovery a.nd the or1e indicated oil , th 

3 oil companies would certainly look at it in the same light 

4 as we did . We looked a.t it in the light of proven propert . 

5 The closest bidders ..... we outbid them ��2 , 900 ,000 on that 

s property because we thought we had the information. We 

7 had a lot of information, but not good . 

8 MR.. KIRKWOOD: As the situation has turned out , you 

9 may have an awfully good block in the Newport Harbor City 

10 limits ll where a high x-oya.lty would be just:,£ied , and yet, 

11 right next door you paid a whopping royalty that hasn' t 

12 proven upo In one case it seems to me the landlord should 

13 have been able to  protect himself better ; in the other cas 
14 you pa.id too muoh without protection, Walking in terms of 

15 the last page , you say "reduce it to some rational propo1�-

16 tion . tt That seems to mean that the Shell-Cuningham Act 

r, as it stands now prevents us from reducing to rational 

18 proportions . 

19 MR. PYLES : I don' t think so.  I think the Cunningham 

20 Shell Act is meant to  give some incent. ive . Certainly we 

Pl a�e interested in the tidelands of California . We, along 

22 w.ch other companies have spent money in seismic work., geo . 

23 logy and so on, but if we are to not bid on wildcat -- if 

24 it goes up in such range we would be fortunate  to make any 

25 thing, because when you get into the costs of operating in 

26 the waters off California , or anyplace , you are just 

-·---------�-'I •-·-·-� --, .. --�--·-· --· -� ·�--· ---- ·----· 
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• l multiplying your cost many times . W�1 know that, it ian• t 

2 guesswork. So if there is an incentive to make another 

3 try . ....... � and if you are not going to have an inoent i ve you 

4 a�e not going to have this coastlin.e developed because the 

6 costs I have indicated to you are minor compared to 

a in deeper water �- if there is any incentive to the 

7 to go out and spend moaey and they are going to drill and 

8 you are going to drill dry holes and therefore when y�u ge 

9 one there  is a ohance to recot1p on all o.f those bad ones -

27 

10 No oil business can stay in business, just like any busine s ,  

• 

11 if you can' t make more than what you lose you go in bank-

12 ruptcy. ··· Now, oompa:nies· can ' t  go and just spend all this 

13 money and stay in business . W,9 would just have to quit , 
14 throw in the sponge , if you are going out 0£ reason and 

J.5 think we have got facts a:nd figures t,o substantiate why 

16 you should make it encouraging to the companies . 

MR. KIRKWOOD: I don' t  think there is any question 

I 

18 that we should make it encouraging ., I think it is the degr e 

19 of encouragement that is :1.n disagreement , perhaps. 

20 MR. PEIRCE: Are there any further questions? Mr.  

21 Miller and Mr . Shell? All right , thank you very much , Mr. 

22 Pyles , for your statement .. It will add to our sum total of 

23 info:rmation Qn thisvery complicated sub ject .  

24 ASSEMBLY.MAN MILLER: Mr .  Chairman, I think I should 
26 mark that MI\ . Pyle t s observatf�:n thati this was mostly prov n 

26 land e ., . .  ( 11ot clear1 ) • •  t\' .  this was in the field of: proven 
L_� --- . ��---•Ill•--• _. , ...... ........,.._.....,,_ _____________ , 
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--------------------------•-.�-·---1 •-��l 1 l�nd �� it was just a bad guess . 

2 MR. BRADY: Substant;iated by the Commission• s own 

3 consulttnts ., They ;recommended it as proven land . 

4 MR. PEIRCE: Mr. Hortig, you presented a progre s 

6 report on legislation pending, which deals with tid elands 

a oil development ? 

7 

8 

MR� HORTIG: Yes sir . 

MR. PEIRCE: Now� is there anything further that the 

9 staff has to  report with respect to this legislation at 

10 this time? 

11 lvIR. PUTNAM: I think the only thing further ., Mr. Chair -

l.2 man., i.s tr.ia t .. . . 

13 :MR. HORTIG: Starting on Page 47 • • •  

14 MRia PEIRCE: Is · there anythi:ng further? 

15 MR. PUTNAM: We made no recommendation on this page 

16 81 and 82 with reference to this legislation . I think we 

17 out-recommended ourselves last December. 

18 

19 now. 

20 

MR. PEIRCE: Well , the matter is before the Legislatu 

MR. Kml{WOOD : Mr .  Chairman, as you know I have given 

21 to each of the other members of the Commission, and the 

22 a.ti.tho:rs of the three Assetnbly bills ., somlf:) suggested am.endme ts 

23 to the Shell-Cunningham Act .  I would like to dis cuss those 

24 ei·ther now -- or you wer-e asking whether perhaps we shottld 

25 dispose of the Sant.a Barbara situation and then return to 

26 this .... whichever way ·t:;he Chair wishes t,o do on that ; but a iJ  



,__ ____ r,.._,�,--,..r--=-------------------

• 1 this meErbing today I would like to have these t(iscussed • 

2 I feel quit e strongly that we on the  Commission sh.ould l.et 

3 the Legislature know what our problems are and what our 

4 thinking is , because we did do that two years ago . We 

5 recommended th is act and if we ar·e having any problems 

a under it and ca'l agree on amendments, I think that ' s om· 

7 ob liga.tion to make those suggestions . The staf£ has indi-

8 cated that it feels some changes are necessaryfi 

9 ought to either su�port or reject that position 

10 at this t:ilrle �  So I would ask that either now or afterthe 

11 rest of the calendar has been disposed of that we do go in o 

12 th is matter further . 

13 MR. PEmCE1 It will take abou·� thirty minutes to dis 

• 14 cuss the sub j ect? 

15 MR. KIRKWOOD: I would assume • •  

16 MR. PEIRCE: Senator Hollj.ster , you desir e to get bac 

17 to the Senate? 

18 SENATOR HOLLISTER: I dont t have to. These Assemijyme 

19 may have to get back . 

20 MR. PEIRCE : All right . Now, in order to have a con-

21 tinuity of discussion1 let t s  proceed with dis cussion of the 

22 Cunningham-Shell Act and amendments thereto . Mr. Ki��kwood, 

23 will you proceed to outline your views with respect to this 

24 subject ?  

29 

25 MR. KIRKWOOD: Yes , I handed drafts of these suggestio s 

• 
26 to the two Corn.mission members the other day. I don t t know 

____ .._ ..... __ , -·--------· -----· 
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l whether or not, you have them,. Do you have an extra one 0£ 
2 that? 
3 

4 

5 

MR. PUTNAM; Yes . 

MR. KIRKWOOD ; Bo·th of the discussio:t:1 and th �amend .... 

ments? ].l.[r. Chairman, as you know, from the start of this 
6 session I have felt • •  • .  
7 

8 

9 

10 

11 

MR. PEIRCE: I have to  be excused for three minutes . 

MR. KIRKWOOD: I think the Chairman is familiar with 

this, so I can go on. I have felt that the provisions of 

the Shell-Cunningham Act were unduly restrictive as far as 

the State Lands Co.mm.ission• s efforts were concerned to 

30 

12 ob'tain a satis factory return from the tide  and submerged 
13 lands ,  and have gone along with the staff in their suggest · ons 

. 
/ 

14 ·chat some changes were needed o  I had hoped and had sugges ed 
15 earlier that we try to get some outside �xpert advice, hop · ng 
16 that by this time in the session that perhaps with that 
17 k-i nd f d i ld h d d t .  t th ..,_, o a. v ce we oou ave ma e soun sugges J.ons o e 
18 

19 

20 

21 

Legisl�ture . I apparently took the wrong course in being 

hopeful that we could do that on a voluntary basis, in that 

we have tried to get a group t ogether to give us suggestio 

along that line but it just hasn' t worked out for one reas 
22 or another, so I am satisfied that what we need , bei'o-re we 
23 enter into an extensive leasing program , or a leasing pro-
24 gram Wh;'ich would bind the State as far as what apparent,ly 
26 are the most likely oil producing areas offshore are con-
26 

cerned , would bind those by lease , that we should get 

I 
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, _______________ , _______ M _______ ,'i 

• 1 probably three advisers on a paid basis , consultants , so 
2 that there would not be a feeling that one of them was 

3 bound by former ties  or bound by some commitment s ; .  that we 

.31 

4 would have three rather than a single person working, advi ,... 

5 ing us from their expe:t 1ience in this particular area as to 

6 how best the State can be protected . 

7 Now, we haven t t had those people working and adv:i.sin 

8 us to date . Our staff members have been limited :i.n their 

9 time and their experience is r1aturally limited to Californ a 

lQ and , the area here , and what they hav·e been able to pick up 

11 by drawing materials together from other areas . They have 
t, 

12 not been in a position where t;hey themselves have had to 

13 negotiat;e agreements of this particular kind . So,  again, 

• 14 I think we can profit by the broader experience that peopl 

15 who have actually negotiated leases of large propert;ies fo 

16 -private land lords can bring us. 

• 

17 Trying to pinpoint the area.s in the Shell-Cunn:ingham 

18 Act where I felt that we needed discretion , if we we:t·e to 

19 take advantage of the advice of experts in this field, I 

20 have prepared • •  

21 (Mr . Peirce returned to the Chair. ) 

22 MR. KIRKWOOD: • 9 a number of amencim.ents to the .Shell-

23 Cunningham Act in the hope that perhaps this Commission wou d 

24 a.gt'e€: ::-:.th me that they would give us a better basis of 

25 tions and that they would recommend them to the authors of 

26 the bills currently before the legislative session . The 
'------------- ---------·------------· 
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· • · ·  1 way I have drafted these amendments ,  they are not drafted 

2 to any bill currently before the Legislature . They are 

"\i'\��-

3 actually drafted in the form of a new bill , making amendme ts  

4 to  the existing law. However �  they do make amendments to  
5 the provisions of bills that have been passed by the 

6 Assembly .. 
7 I have felt that the hand s  of the Lands Connnission 
8 were unduly or improperly tied ., shall we say ., in our abili y 

. ,, , , ,, 
9 to get an appropriate royalty which would still be an indu e-

lO ment to the operator and would ., at the same time ., mean a 
ll completely adequate return to the State . Under the existi g 
12 Cunningham-Si1ell Act, as I say, I think our.• hands are im-

13 properly tied . 

• 14 All of the bills which are in appelrently concede tha 

• 

15 16-2/3% is a more appropriate minimum than 12½. 
16 stand it., it has developed since the Shell-Cunningham Act 
17 was passed two years ago, that 16-2/3% is the royalty whic 
18 is being exacted in the Gulf' for offshore areas , not only 
19 by the government but 'bhe states operating there . y 
20 the Legislature ., in its expression of opinion so  far, has 
21 indicated that they would not wa.nt t,o see th;ls Oommissi.on 
22 below 16-2/3%. I think that is a fair statement , so I have 
23 i11corporated in my suggestions a minimum of 16-2/3%• 
24 Now, that is a digression f:t?om the original recommend -
25 tion of' the staff , which was asking for gre·ater flexibility 
26 on the part of this Commission and started .f.'ot' that reason 

blVIGION 0� A O M I N I S'l"RA'rlV� PROCSbURII1 sTATtl! OF cA.l.lf'onNIA 
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l at 12½ , but; because of. the indication of the Leg:i.slature 

2 that they feel we should not lease under any circumstances 

3 at less than 16-2/3%, I have incorporated that figure inst ad 

4 o.f 12½ . 

6 I ha:v-e felt in my own mind at least , and after some 

6 discussion with people who are far more familiar than I 

7 irlith this problem, that the sliding scale royalty as it ha 

8 been used , and as I believe it is spelled out in the bills 

9 presentiliy before the Legislature , may not be  the best answ r 

10 . as far as giving inducement to the operator and 

11 time protecting the State ; that there are other ways of 

12 possibly providing that protection ; and I would feel that 

13 the Lands Commission should have the ability to turn to th 

14 most effective way, aft.er- consultation with experts in the 

15 field. So I have suggested in these amendments that as ar:,, 
·
� 

16 alternative we be able to go to a step scale ., based on the 

17 gross production under the lease . In other words ,  we could 

18 say that the 16-2/3% would apply for a certain million bar-

19 rels of oil, that after that for another few million bar.rel 

20 it would be at a higher rate, and so on. This, I think , 

21 has some advantages because , again after consultation with 

22 the experts ,  we ·could attempt to make adjustment·s for the 

23 sort of thing that Mr.  Pyles was talking about -- the probl 

24 of extra costs for drilling offshore . We could set the 

25 number of millions before the adjµstment was made, in order 

26 t o  take care of' that sort of si'tua.t ion QI I think it, has a 
'-----------------�-----·------------------1 
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l possible advantage there -- I think . it has a possible adva . ""1  

2 tage over the ave:rage rate of p:roduct ion pe:r well ., as £ar 

·) 3 as the policing, as it were ( that is.�t t a good term) of 

4 this particular situation .  In otha.� words , we wouldn' t  

5 have to be seeing that the oil company or the operator was 

6 producing a well at the maximum efficiency rate . That 

7 would achieve or have no importance in this sort of' scale , 

8 so I think there we might have fewer arguments with the 

9 operator over the period of the lease. 

10 I have indicated in th:.ts amendment that you could 

11 have a combination of the two types of scale ., so  that afte 

12 a field was fully developed · · · and the average production per . 

13 well began to drop back to the point where ., at the high 

14 royalty rate, it might not be profitable , that we could 

15 the sea.le downward at that time so as to take caJre of that 
,., Y�t: 16 particular situation .  That , as I say , is an effort to fin 

· ,!-. :  

. ' ; "'j 

1 , :,_ 
"f''."'7�.-.·� , ,,. _.,, 

• 

17 a basis to be  passed upon before it would be incorporated 

18 , j_,n any lease ,. 'Whereby 1tve can remove some of this gamble an 

19 -m. ereby the State can take care of some of these extra cos s 

80 that 'We have offshore ,  but at the same time sti ll assure t e 

21 State , in the event of a maj or find under a part icular 

22 of a fair return. 

23 Now, I have also made some suggestions as far as the 

24 rental is conc erned ., during the period when the operat or 
25 is not required to commence drilling . Under the present la 

26 
Lhat can go up to  five years , Under the suggestion of at 

' ·  P S.V� 10M ..i ' .'. ,; i 
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1 least two of the bills passed in the Assembly, tha:tperiod 

2 
is cut to three years· . One of the 'things we have heard 

constantly in meetings of this Commission is that we need 

t� know what our reserves are , we need to devel�p as 

qu:tckly a.s poosible , we need t o  give employment to the 
6 

drillers , to the ship yards , and so on ; and we can only 
7 

do that, it seems to me , if we embark on a thorough-going 

program of leasings We can' t hold up blocks , hold them ba k 
9 

five or ten years from lease, and still satisfy these pres
lo 

sures that have been brought to the Commission . So I 
11 

felt that there should be some means of calling for imme
l2 diate follow-through on any property that was put out to 

lease . I understand that that is done in other lease 

ments  by having the rentals during this period high , so th t 

there  is an incentive to keep going . It could be that in

stead of' having a single cash payment made, that the cash 

bonus would be based on a percentage increas� of , say, the 

first five years of rental tht.1.t is charged under 'lihe lease 

35 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

These are areas where I have amended -- and it is 

something that has not been reviewed by the Attorney Gener J.t s 

office � developed solely in our offi ce , and I would want it 

to be approved by the Attorney General ., see tha·t it does 

what we think it does -- so that the doors are not closed 

on the recommendations those expert♦s car1 make to us ; that 

they do have elements of choice , all of which would lead, 

however ., to something more than the minimum royalty set ou 
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l in the bill. 
2 Now, this would also permit the alternate type of 
3 bid tha, t is incorporated in the Miller and Allen bills on a 

4 royalty bid rather than a cash bonus bid .  Th� amendments 

.36 

5 i-1ould permit , if this type of bid is resorted to , for us to  

6 fix a minimum cash bonus in terms of payment to  b e  made at 

? the start of the lease, which would not be permitted under 

8 th e  present Shell-Cunningham Act . I felt , in the language 

9 which I had 0-riginally suggested to IVIr. Allen with referenc 

10 to this alternate (:>f a royalty bid , that it did not reopen 
11 the possibility of a bid .factor. Either Mr. Allen or IVIr .. 
12 · 11er,  in the discussion in the committee the other night, 

13 indicated that they thought the language in their bills 
14 did permit a bid factor . I had not so intended it in my 
15 anguage. I think they have picked it up from a suggestion 

16 of mine. It should be clarified one way or the other .. I 
17 nder abou.t using a bid factor myself. I don' t think our 
18 xperience has been too good . I think a constantly over-
19 iding royalty would give us more flexibility , so I c ertain y 
20 would have no objection if that language were  adopted by 
21 he Legislat ure . 
22 I think that covers the amendments to the first part , 
23 he royalty and bonus provisions. One thing we don ' t have 
24 urrently under the act is the right , at the end of the 

25 ease or on cancellation ,  of any surrender of any part of 
26 eased area , to acqw.ire any operating equipment that the 
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1 operator may have on that property. !t may well be that tl e 

2 particular operator can' t continue at a profit but that 
,�.I 

• I s another operator taking over could. It seems to me that iL 

4 the original lease we should spell out a basis under which 

5 the State could acquire the operating properties and then 

e be in a position to negotiate with a new lessee & This wou: .d 

7 be  a permissive thing -- it would not be a requirement . I 
'! . .. .  · ·  a haven ' t  attempted t o  spell out the terms . They would have 

g to be spelled out in the of'.f'ering of. the lease • 

10 . The drillj'�ng term I mentioned a little bit earlier. 

11 Two of the acts cut ·this term down from a maximum of five 

12 years to a m�imum of three . Both leave discretion in the 

13 Commission to  expand on this drilling term . My reaction i. � 

• 14 that we might just as well leave it at the five ., as 1ong 

15 as in our rental provisions we have some discretion there 

16 and can exert some pressure in that way.  At �he present 

17 time we are restriot;ed under the act to a dollar a year 

18 and I think the incentive in this particular case is perhaps 

19 pulled out. So I think we ought to have flexibility there . 

20 Basically, I think: that that covers the amendments 

21 that I have suggested that are new and are not included 

22 in the Allen , Miller or Shell bills . '!·here are other 

23 essential amendments that are presently c overed by all of 

24 those three bills that I think should be adopted . 

25 My position, I w ould say., was in disagreement wi·bh 

26 the bill which Senator Cunningham has just introduced , whic h 

.....----------------�---------------�----· 
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has the effect really of doing nothing except to move the 

royalty on wildcat areas from 12½ to 16�2/3%• In some re� 

S'pee.ts , the amendments that I have prepared are closer t o  

the Allen and Miller bills than they are t o  the Shell bill 

in that this wouJ .. d require us to exact something more than 

16 .... 2/3% in one form o:r another. However , again it; is my 

feeling that this Commission should exact something mo�e a d  

aould be able to without removing the incentive to the 

9 oper-ator. On the other hand ., if the Legisla·ture felt that . 

10 this is an area where we should wait, and haV'e maximum 

11 discretion in order that we can take advantage of the 

12 of the consultants , I would .feel tha._� there. was n.o. ob jecti n 

13 to making the alternate provision that there should be 

• 14 n16 ... 2/3% or - - u and have flexibility there ., This re.flee 

15 my own opin:ton that in the long run we are goingto find th 

16 we can exact something more than 16-2/3 and that is the 

17 reason this bill is written in the form. it is here. 

18 Mr. Chairman , not too briefly I have outlined the 

19 provisions of these bills  and the thinking I have behind 

20 it . I'd like _..,. what I will plan to do is to move that the 

:?,l Lands Commission j oin me in recommending a bill in this fo 

22 to, the l.egisla tu.re , not saying whose bill :tt is but rec.om-

23 mending this as a principle , because I think it does give 

24 us more discretion � because I think in the long run we will 

25 be able to do a bette:t' j ob for the State of California than 

26 we would either under the existing law or any one of thd 
• I cu:,!en�bills bef(�ci�� ir��l���b:nr;m.; ) �----·-.. -·----· 
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l MH. PEIRCE : The meeti ng will come ·to o:cd�r ci We have 

2 before us some recommendations submitted by Mr. Kirkwood , 

3 which he thinks the Lands Commis sion may wish to recommend 

4 to the Legislature o 

6 Speaking for myself, I hav·en ' t had a chance to read 

a the amendments . I only read the memorandum this morning 

7 and I don' t feel that I am prepared to express an opinion 

a as one member of thQ State Lands Commission with respect 

9 to these particular proposals . However, that does not 

10 preclude Mr .  Kirkwood and Governor Powers from submitting 

11 a recommendation on this sub j ect or a series of' recommenda 

12 tions ; or Mr. Kirkwood submitting them in his ow behalf, 

13 so that the Legislatu:t'e may have the advantage of his thin -

14 ing on this very importan.t and very complicated sub ject.  

15 Governor Powers , have you any comments t o  make with 

16 regard to Mr. Kirkwood ' s  recommendat ions and his suggestio 

17 that we take some antion with regard ther eto?  

18 MR. POWERS:  W�ll ., Mr . Chairman , I am not fully please 

19 with all the provisions of the present Shell-Cunningham Act 

20 and perhaps it needs changing �- and we have these bills t o  

21 change it ;  but I .think , in view of the fact that we have 

22 just received these recommendations # that Bob better presen 

23 trem to the Subcommit,t ee tonight himself, because I certainl 

24 am not qualified ..,_ I haven' t  studied your recommendations ., 

25 Bob . I saw ·them probably five minut es before the meeting 

2a here today,;, proba,bly ten minutes to ten , and for me to pass 
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• 1 on them in ten minutes., :t would say :t..f I were to pass on th�,m 

2 it probably woul�dn t t  be a very compe't,ent act , a;,nd wouldn' t  

3 assist you any. 

4 

5 

MRe KIRKWOOD: I agree that ' s  a problem. 

MR. POWERS : You. may have a lot of good points there 

a but there are some points I am not absolutely sur e I agree 

7 on� 

8 MR. KIRKWOOD :  I think basically the problem that fa< es 

g us is whether we , as a Commission., want to have our hands 

40 

10 tied to  a certain leasing program. rihe suggestion ., c e:rtair ly ., 

11 of the Cu iningham bill is that we have no discretion what-

12 ever except ·c o put out by block , ·that we would wi.thhold 

13 areas from any lease , and I am not sure how wide our dis-

• 14 crC:.t ion would be there wi•i;hout additional provisions in 

15 the la.w. We would be restricted ., certainly, to a minimum 

16 of' 1920 acres under that act as the minimum block ·that we 

17 could put out under the bill , as I see it here . I just 

1a looked at it hurriedly. I just haven' t had a chance to 

19 talk to you, Butch ., about this. John and I talked about 

20 it a bit , tri ed to ., and we did at least tall< about the 

21 volunteers , asking them t o  make some suggestions to us ; 

22 but John indicated tha·c he felt that we should -- and I 

23 d(.>n' t mean to put words in your mouth, John ; if I am ., 

24 correct me -- that we would do weJ..l t o  propose hiring of 

25 thi-.ee. consultants ,  men who have had experience in preparing 

26 leases for private la.ndlOl"'ds , and get their recommendation� • 

P & V• lOM J 
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1 Well, if all we have is the Cunnin,gham, amendments to the 

2 Ounniri n-'ham-Shell Act, I think we would be wasting money in 

3 hiring consultants because ·they wouldn' ·t be  able to suggest 

4 anything we would have the ability to adopt . Wha t  I have 

5 tried to do here is to gi,re us that ability t at least withi 

3 some limits -- I wish we had gre �ter discretion -- but to 

7 give u,s some ability to get the highest return and which 

8 people who have had experience feel is proper , giving prope 

9 inducement to the operator and at the same time giving us 

41 

10 the other half of the picture -- proper return to the State ; . , 
11 land the re1;urn to the State is our prime responsibility. 

12 MR. POWERS: I realize that we shou.J..d have, probably, 

13 more discretion ; but there is one other line that I think 
14 should be explored further and that is on the checkerboardi g. 
15 It seems to me that -- you say it is 1920 acres ••  o 

16 

17 

MR. PEIRCE : Minimum. 

MR. POWERS : • •  minimum at the present time .  I have 
18 given this some thought � but not actually any constructive 
19 ork on it , that if that, was , cut to a much smaller acreage 
20 than that, that we would retain , in case of. a discovery we 
21 would getmore revenue than any other waye1 That is a line I 
22 think wEt- should pursue fu.-rther. I do not know whether Mr .  
23 Miller or Mr . Shell have given any thought to that . It 
24 seems to me if you out that to 400 ac�es or 200 acres and 
26 you made a discovery, you would have E\. knovm field you coul 
26 lease out on a sliding scale . You would have a known gravi Y 

1.....----------------- --·--·-----------
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• l and a.n oil company would know what they were bidding on � 

• 

2 

3 

MR. PEIRCE: Mr .  Shell . 

ASSEMBLYMAN SHELL : Ivir .  Powai?s , in answer to the 

4 Lieutenant Governor' s  question -.-... I had question here I 

6 wanted to ask Mr. Kirkwo1Jd following his statement concern 

6 ing lease size , concerning whether he considered. changing 

7 the siz e  of the lease. 

8 MR. KIRKWOOD : All three of the bills that have pass d 

9 the Assembly have such a provision in them and I approve o 

10 them, after consultation. 

11 

12 

13 

14 

16 

16 

17 

and 

no 

MR� SHELL : And you approve of that? 

MR. KIRKWOOD! Yes , I feel that is a proper nrovisio .. 
is a necessary amendment to the law. 

MR. SHELL : Actually, under current law, Bob , there �s 

legislation necessary to permit you to hire consultants .  

MR. KIRKWOOD : No . 

MR. SHELL : You can do it when you want to, when you 

18 see fit to  do it . Mr. Peirce, a couple of other questions, 

19 may I? 

20 

21 

MRo PEIRCE: Surely. 

MR. SHELL: I know Mr. Miller and I have  discussed it 

22 separatel,y and together with other people ., concerning the 

25 possibility of reducing the size of ·che leaseholds o Bob , 

24 my question is this: I think that under , 2237 ·the first 

25 portion of your recommendation on these step royalties  coul 

26 be accomplished . That 1 s my bill . I wish you would check 

, __________ , ___________ . ,_, __ , _____________ , 
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• l and see if it could not be accomplished under the step 

2 royalties . 

• 

3 MR. KIRKWOOD: That is the one to propose to the A .G  

4 then. I want to  be  sure . I a.m. a,fraid in some of this 

5 language we are not clear enough and are asking for troubl 

6 and if that ' s intended, let ' s  clarify it . 
7 MR. SHELL : That ' s  right. I did want to bring up a 

8 couple of items , that I know you could not have kno'W!l the 

9 machinery behind, and that is on page 2 of your explanation 
10 here o 
11 MR. KIRKWOOD! That' s the draft of the explanation� 
12 MR. SHELL : The draft , where the dl'illing term is cut 
13 from five to three years. Actually, I ·think all of' the 
14 bills came originally from the same source , from the recom 

15 mendations of your staff � Those items were left out. Wh 
16 I reached that realization it was not quite the time in the 

17 legislative machinery to n,mend it and I did put in a spot 
18 bill AB 4141 , which contains that , and actually amendmen·b s 

19 are being drafted and they will be in the bill on the other 
20 side . 
21 Then , on the last paragraph , these amendments would 

, ,  
22 pe rmit the Commission to fix a minimum cash bonus . Under 

23 all the bills now, that is clarified under all three bills , 

24 is it not ? 
25 MR. KIRKWOOD ! I would doubt it and I have p�epared 
aa this draft and have kicked around the meaning of the langua ,e 

....., __ ............ _. ____ , _______ .##,//.__ ...._, _____ .._._. ___ .......__ ·--_.,,.�..,,_ 
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1 and we rais0 doubts as to whethe1� that is .feasible. I 

2 would like to say again , the Attorney General should olari y 

1 3 on all of these things and i£ thel"e is ,manimity of opinio 

4 as to what we are aiming at, let ' s • • • • • 

5 MR. SHELL: My other question here is concerning the 

6 State' s right to purchase equipment . I just got your copy 

7 here ten minutes before I came up and my question would be 

8 this: Would the opportunity t o  t ake over equipment be 

9 limited to production equipment or would it include explor -

t . t?  10 o ry equ.i pmen . 

11 MR. KIRKWOOD : I would ·t;hink it would be production 

12 equipment . That ' s something, again ., that we developed 
· 13 without expert advice. I can ' t quite see the need forour 

• 14 taking over exploratory equipment . 

• 

15 MR. SHELL: The language says "on the abandonment of 

16 the lease" and it could , therefore ,  be abandoned either in 

17 the exploratory period or immediately after production 

18 st arted o I was just wonde�ing your intention on that . 

19 MR. KIRKWOOD : Well - so if there was an operable 

20 well we could continue to have the machinery to  go on with 

21 it • .  

22 MR. SHELL : Say it was a well but it 1.1as dee ided i·c 

23 was t oo small to be commercial. 

24 MR. KIRK¼'OOD : Now you are getting down to  techni-

25 calities that I would have trouble with , Joe . 

26 MR. SHELL : It was just a quest ion I had, Bob , as to 
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l whether it would be production and exploratory, or only 

· S · � · 2 production. 

3 MR. KIRKWOOB :  I would assume it would be only pro-

4 duction. I haven' t had t ime to go over these with Mr.  

5 Frank Hortig. I did attempt to get it up to the three 

6 authors and the two members of the Commission on Friday, 

7 realizing that you all wouldn ' t have a chance to look at i 

8 until today , but the o·thers I had not even delivered until 

9 this morning . 

10 MR. SHELL: Those were the questions in my mind that 

11 were not c]Lear to me. 

12 MR. PEIRCE: !"1:r. Mille1� , have you any quef)ti ons you 

13 would like to ask? 

, .  14 ASSEMBLYMAN MILLER : Not much in the form of question . 

,. 

• 

15 Very frankly, I am very happy to  have Mr . Kirkwood' s  view-

16 points expressed in as definite form as he has now and I 

17 was rather hopeful this might have oc curred before this .. . . 

18 MR.KIRKWOOD: So was I .  

19 MR. MILLER: • • • when I was in the drafting stage. 

20 One bill I am handling, one Mr. Allen is handling , and a 

21 lot of our thinking was influenced by your staff, trying t 

22 fit in with the administration and still do justice to the 

23 people of the State and the industry too. Just casually 

24 commenting on the suggestions in the form Mr. Kirkwood has 

25 presented them, they do encompass the broader aspect of th 

26 possibility of widening the thing out. It was thought in 
"---------------------�--------.. -----· 
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our bills , and he points it up too , ·that by giving a litt 

bit more discretion, particularl.y ir1 relation to the alter 

nate method of b:tdding , that we might have more competitio 

and as a result; of that competition certain people are pre 

vented ., very frankly, from getting into this game by the 
6 bonus factor alone . We feel that is one of the vices of t e 
7 

8 

pre sent act . If you have additional discretion given you 

through either these bills or Mr . Kirkwood t s  suggestion 
9 to broaden it , and more people could get in , competit ion 

lo muld be greatly increased . We feel Mr. Kirkwood ' s sugges 
11 tions go to that broader policy and it would be benefici al 
12 to the State and to the industry., Mr. Kirkwood has pointe 
13 it up . I haven ' t  sat down with the Attorney Generalt s de-

14 partment to  findout the specific  interpretation of some o! 
15 tl1 ese suggestions c. In fact , one _.,.. the wording of one of 
16 the alternate phrases ,  we might have differences as to how 
17 it; is to be used . Tonight we will try to get those opinio s 
18 as :far as we can b'u:b we welcome Mr .  Kirkwood' s  suggestions 
19 and we hope th ey may be incorporated .  We have three more 
20 weeks to go . 
21 Mr .  Chairman , I thought with sincerity that on the 

• " "'•'ii� , 22 discretion of the Land Commission, there might be a matter 

23 of degree here .  Probably the maximum discretion would be 

24 minimum royalties and lease up to the Lands Com.mission .  I 

25 do not know how the Lands Commission would feel about that � 

• L-----... --------�-----·· -�--

26 I don t t know whether anyone has given it consideration • 
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We get down to a matter of degr�e . l have no qualms at al 

on the LandsCormniss .ion ha1ring author:i.ty 'bo operate it and 

I think unde:t• proper limits that discretion should be ther • 

MR. PEIRCE: Mr .  Holm ea. . 

6 ASSEIVIBLYMAN HOLMES : I made a 11ote here that you want d 

6 to hire three eonsultants to recommend any changes and I 

7 was just wondering why you waited for so  long in asking fo 

8 that recommendation. We only have a shcvrt time to go . Th 

9 b ills are imperative � I am in·terested , too ., as a member o 

10 th e Legis lature , in vot ing correctly on the bills . 

11 MR. KIRKWOOD: Mr . Holmes, let me explain that becau e 

12 that is c e-rtai.nly a very valiQ question and certainly one 

13 that Mr. Shell an d  Mr � Allen to some �xt en"t have rais ed t o  • 

J.{/ 

14 This is , as you will recognize , a ve17 difficult and impor ant 
15 area and one where exp-- ,:ts. are few in number outs:i.de of th 
16 immediate operators and people who have these problemB con 
17 stantly before them .. We do have , I think , an extremely oo � 
lS petent staff and they have made recommendations asking for 
19 d.i. scretion. They dj.d two yea.rs ago . I th ..:.nk they have 
20 hesi ta tecl -- their withdrawals from asking for oompl�te di -

21 cret ion have been more on the basis that "We arent t going
. I 

22 to get it ,� than on t-he basis that ttWe would like to have 1�1, rt 

23 Our experts have indicated that we sh ould be doing someth :b g 
24 more than we are able to do under the Shell-Cunningham Act • 
25 I might say that some of these things I have hit oil 

26 out of +..ihe dark in a sense ,  as wemoved on through the 
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.,. __________ ....,....., ________________ .., ____ _,_ 
l Shell-Cunningham Act and making it effective. I think I 

2 can take credit .for originally sugl�esting checkerboarding. 

3 If it had not been tor my suggestion,  they wouldn* t have 

4 done it . It was for indu.atry4 Now they say that is the 

5 only way we can do it , that perhaps instead of nine square 

a miles it should have been three. That wasn ' t  suggest;ed 

7 by th e  industry. I think I can say I w�s theone that made 

8 the suggestion . We had the cornmi·btee say the othernight 

9 that no change should be made, that 12½% was all r:tght . 

10 Now we seem to have agreement that 16-2/3% is a perfectly 

ll proper royalty to ask . 

12 What I am pointing out -- we ,a.re up agaiAat experts 

13 ourselves, who know their field , and we have been without 

14 expert advice. My suggestion to meet that , before the 

15 legislative session , was that we ask some of the maj or 

Jo landJ.ords in California to make available to us their land 

17 men, the people that have had the experience making leases 

lo of this sort , to tell us what sort of leases we shcruld be 

19 granting, so W'J could recommend to the Legislature what di -
not 

20 cretion we needed ., I made a mistake a.t that time in/re com 

21 mending that we go out and pay for som�,body, because it is 

22 just impossible to get a vol.untary group together and get 

23 them concentrating on something. fhat J the problem we ha e 

24 run into . So instead of having those recommendations , i 

25 sort of blindly , wit:,hout that expert ad·vice, making some 

26 euggestions here that would not be binding, we would not h ve 
------------- --------------- ---· 
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t o  act on them, but we could at least • • • • 

I plan before we c1.dj ourn today to move that:, we do 

hire three men and that we. ask the staff to recommend 

particular people to us. When we have something to work 

with • • •  jli 

MR . HOLMES: Would that be a recommendation for this 

session or two years from now' 
MR. KIRKWOOD: As far as the hiring of experts is con 

earned , we can do that without; legislative act ion .  All we 

need is a bill to put into effect the recommendat ions of 

the experts. 

MR • .  HOLMES: What I atr.1. getting at °'"·• · these recommenda 

ti ons that these three experts would make , would that be 

for this session? 

MR. KIRKWOOD : No , they would be for the interim, und r 

the terms of the legislat ion ·to move forward properly on 
17 £ the basis o expert advice. 
18 MR.SHELL : Bob , can I ask one more question? I am 

19 confused . Is the term trstep scale" the regularly used 
20 term? For some reason I have failed to come across it . 
21 MR. KIRKWOOD : Again , I do1l' t know and Mr .,  Schmidt 
22 can maybe clarify that with one of' the form books , and the 

23 only forms we r.8.l'1 find are the operat ors ' forms ....... or that 
24 he  could on a quick look -- and we don' t have the other 

25 ty pes of. leases . Whetht)r that i.s tho approp:r•iate thing .... -
26 it seems t,o me that with the explanation I made , with an 

'-----------------···------�---------.I 
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1 exam�le , it indicated what I was driving at . If' we can 

2 tind a better tern1. that means that , we can use it . 

3 MR. PEIRCE: Gentlemen, may J. interrupt our proceedin s? 

4 The press desires to take a picture . Any further question ? 

5 Senator Hollister . 

a SENATOR HOLLISTER: Mr . Kirkwood , when you abandon a 

7 well , it does not say when it ' s  being abandoned , I suggest 

8 that you include the island involved in that abandonment . 

9 That t s  the most expensive part of it . The other equipment . 

10 I do not know how you wou.ld do that • The island , I think , 

11. is the most important . I think they wonld have to destroy 

12 that . I think that is the only part that uhould go in on 

13 MR. PUTNAM: I take it, Mr .  Kirkwood , you would 

14 have us consult the Attorney General and let us have 

15 t o  look at it and report back to a late May meeting? 

16 MR. KIRKWOOD: Getting close . 

17 MR� PUTNAM: Well , we have two other items . 

18 MR. KIRKWOOD : : :  would assume • • •  e Let me say ,  (John, 

19 you may want to discuss  this further today, but I assume 

20 from the .reactions of the other th"0 membt,rs that, because of 

21 the fact they haven ' t had this long enough to give it full 

22 conside:r·ation, that I wouldn ' t  get a second for my vote and 

ce 

I 
23 as a p:racti :i. cal mat,t er I would be bet t er off." not to press my 

24 mot ion today; but I would ask that the Commission give ·bhis 

25 con�ideration . I do feel that we have run into p:i:�oblems Qf 

26 administration that in my opinion justify our taking a 

'----------------�-----_,,...- _____ ............ _____ .,_ _  ... 06 .. __ , __ , 
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l position tha.t some changes are essential in the Sh,;111-

2 Cunningham Act and I think under those circumstances we 

3 owe it to the Legislature to let them know what those ohan es 

4 are .  I would hope that we would get together soon and see 

5 if we can ' t  get some agreement on a recommendation.  Mean-

6 time , the staff check with .. "h9 A . G  .. ' s office as to whether 

7 this language and the language in the bills currently movi g 

8 means what it means . 

9 

10 

MR. a  PEIRCE: Mr.  Pyl� have you anything .further? 

MR. PYLES : Yes6 In looking around , I am probably th 

11 only operating man that' s up here today .  Certainly the 

12 opera:bing industry weren ' t  aware of Mr . Kirkwood ' s proposa s .  

13 , I think I would be  amiss if I didn' t  attempt to make one 

• 14 expression here on behalf of the industry --- on which I am 
, ,, 

r.,1r..�,; , ·  

• 

15 sure I am on solid ground . 

16 

17 acres 

18 

19 

Governor Powers thought possibly 400 acres or 200 

• • • 

MR. POWERS : I am j ust talking fictitious figures • • •  

MR. PYLES : I want to make a remark on that . Your 

20 present minimum is 1920 some odd acres -- if the State has 

21 If you ha v·,e only a hundred acres , you can lease it if you 

22 have it . In 1).iexas , Louisiana and the Federal Gove:r•nment t 

23 have a larger minimum and if you cut that minimum , I want 

24 to emphasize again , gentleman , if you out that minimum ,nd 

26 ask the oil industry to go out in a hundred or two hundr'E..d 

26 feet of water and drill on a smaller piece of' ground , I am 

it . 

ey 



• • 'r •UI--------·-. ___ .,....._, _____ , ____ ...._..._ 

• 
1 almost positive I can make a statement forthe industry �� 

2 you wouldn' t get any bids . So please dont t do that . You 

• 

• 

3 oel."tainly have got to give a minimum of incentive on acrea e .  

4 

6 

MR. PEIRCE: Any further dis cussion? 

MR. KIRKWOOD: Might I just say this , John? I recog 

e nize these amendments in this form have come in at the las 

7 minute ,.  I would 1ike to point out , ho.waver ,  that I did 

8 make a motion at the last meeting that this be a calendar 

9 item and it was understood this was to be a calendar item,  

10 a11ct I did have a statement a week ago indicating my general 

ll trend of thinking . I am sorry this has been so delayed in 

12 coming, but I have attempted ·to explain the reasons why • • • • 

13 MR. PEIRCE: I would like to say, in fairness to Mr .  

14 Kirkwood , he made a recommend ation several mo11ths ago that 

15 we obtain advic e of consultants ., particularly those indi-

16 viduals who represent private land owners because they woul 

1.'7 have the land owner viewpoint , and we endeavored to arrange 

18 for the appointment of a voluntary committee of five such 

19 consul·tants .  Through various circumstanc es we finally ende 

20 up with two of these five being available to  us , so that 

21 effort which was suggested by �Ir ., Kirkwooj and approved by 

22 he Commission has gone on the t'ocks because of · our inabili 

23 get these men on a voluntary basis . So :C think Mr. Kirk ood 

24 !is correct in observing that if' we are to obtain consultant, 

25 even during ·the interim it probably will have to be on some 

26 ind of a fee basis , so  we can oommax1d their· performance an 

O I V I O I O N  0 1"  I\ O M I N I S'ftll\'ttVI:: 1'-'tlOCttt>Ut�tt, B't'l\'t't O ft  Q/\1,I F'OttNll\ 
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l not expect then� t o  volunta:r•:tly appear when it is convenien 

2 tor them to do so , 
3 MR. PUTNAM: May I ask the Department of Finance for 

t some money to cover this when it happens? 
5 MR. KIRKWOOD : I would l.ike to sugges t ,  Mr . Chairman , 

6 and I would make this motion , that we do as a Commission 

7 make whatever fund transfer is necessary and that we do 

8 s 0ate as our intention the hiring of three men who have ha 

9 experience in this area of leases of large propert ies and 
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10 wildcat areas , who W(..Uld be consultants to  us and they cou d 

11. either report to  us indivi�u.a.lly or as  a group . I think 

12 we need that kind of expert advice and I think we owe it 

13 to t.he oil industry t o  move along as fast as we can.  So I 

• 14 would like to  see that th ing B.dopted today and ask the sta f 

15 members to  make recommendations as to people we might seek 

16 out ; and I know in your experience you certainly would be 

17 familiar with people who would be good , Mr " Chairman . I 

18 th ink that is something we should move along, because I fe 1 

19 we ne ed it regardless of where we move from here . 

20 MR . PEIRCE : Do I understand it correctly tha t you are 

21 s peak ing of the employment o.f such consult ants ·to advise 
' · ,  ,' ,  •: ' 

22 the Commission a.s to whatever provisions will be passed by 

23 the Legislature th is session? 

MR. KIRKWOOD : De.finit ely .  

MR. PEIRCE : Mr . Kirkwood has made a mo·b iol'.l ,1 • •  26 

28 MR. POWE',RS : Why not two? Why did you settle on three ? 

._,_ _________________________ _ 
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l MR.  KIRKWOOD : Two might be suffioient .. · I think we 

2 might want more than one .  

3 MR. POWERS: Well, I will second your motion � I dont 

4 know why you want three ., but if' you want . three it t s  all 

5 right with me . 

6 MR. KIRKWOOD : Let' s get the names, the backgro und 

7 and experience , and see wha:v we need . Let ' s  get i't moving .  

8 

9 

11,ffi, .  PUTNAM: Something for me to work on . 

MR. KIRKWOOD : If we are going to get any value out of 

10 their opinion , we have to have it to know what land to leas 

11 

12 

13 

MR. POWERS: You should have at least two. 

MR. KIRKWOOD : Let t s make it two. 

MR. PEIRCE: The motion has been made and seconded tha � 
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I) • 

. •  14 the sta.ff compile a list of qualified experts in the field 

15 of oil leasing and oil land management , so that from that 

• 

16 ist of names we may select two or more qualified individua s 

1'7 o advise us with respect to carrying out the proyi.sions of 

18 aw concerning tideland oil development under our jurisdict on . 

19 s ·that correctly stated? 

20 

21 

22 

23 

MR. KIRKWOOD :  Yes. 

MR. PEIRCE : And that meets wi'bh your ."1.pproval'? 

MR . POWERS: That ' s  right� 

MR. PEIRCE: All right . The r'econunenda.tion is approve, o 

24 ow, if there is no further discussion on this subje ct shal 

25 · e now go on to Santa Barbara? 

LS MR. PUTNAM: I would think so • 
llt..R. PEIRCE: Mr. §hell �d -�·• Mil�e,r* we .J!E:erecia·te_y_ y 

muon your presencetoclay .ana your counse:r:. 
blVtl3 10N 0 11 Al'lMIN l!ITRA'l'IVt'. PROCJ.tOURU:,  STA'l't. O!l C::Al.l l"ORNIA 
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....-------------... --------------, 
MRo PUTNAM: You are familiar with the fact that 

duringour last meeting on April 8 we reported to you the 

imminent annexation of lands offshore of Sar1ta Barbara and 

extending easterly and westerly along the coast ,  in accord 

anoe  with the map shown att�ched to page 86 . Since that 

a time the County Boundary Commission has taken action on 

7 this ahd if I am correct there has been an adverse recom

mendation. 8 

9 

10 

11 

12 

13 

14 

15 

MR. HORTIG:  Well , the County Boundary Commission 

approved the proposed boundaries for proposed annexation 

but did append an unusual item in that they added an adver e 

recommendation ., that the city riot proceed. 

MR. KIRKWOOD : But they have no power . 

MR. HORTIG: No .. 

MR. PU'I1NAM: Mr.Jan.wh:1.:,e , we put two questions to the 

16 Attorney General' s  office. Mr .  J. Shavelson has the answer · 

1•7 up his sleeve . 'l'he No. l questio.n was - Did the State 

18 Commission have the authority - - Frank, please • • •  

19 MR. HORTIG:  Does the .State Lands Commissi.on qualify 

20 as an owner of. lands within the area proposed to be annexed 

21 so as to be able to file an effective protest within the 

22 applicable Go,rernment Gode provisions� 

23 MR. PUTNAM: The answer to that is we do defititely$ 

24 MR. HORTIG: 11he second quest ion, in brief , what would 

25 e the nature and scope of the cityt s jurisdiction to regu, , 

tax within the State-owned tidelands p�oposed to b ·  

�xed:;:..?;,__ _____ ._ .. _______ , __ "' _______ , 
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l MR. H0RTIG: Should I read the answer? 

2 MR. PUTNAM: The answer to that is a little more 

3 lengthy. The answer ., in general , is t o  the effect that th 

4 city could tax any oil developments ., oil production , in 

5 this area proposed to be  annexed laterally and s eawardly 

6 of their present city limits. We have had an inventory 

7 made, a study ma,de ., of the possibilities and the value of 

8 oil development in the area proposed to be annexed and hav 
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9 come up ·with an answer., which we will probably have to just fy 
10 if we get before the ci'ty council ., of $40 ,OOO $000 • 
11 Now, we have further found that there is a small 

12 corridor there of about 800 feet in width ., Frank? 
13 MR. HORTI G: Yes sir o 
14 MR. PUTNAM • •  between the areas proposed to be annex d 

15 at the westerly end and the airport, that belongs to  Uni-
16 versity of California , and we hav-e further evaluated as best 
1'7 we could the land s proposed to be  annexed in the airport ., 

18 and doubling our figures we come up with about a million 
19 dollars as against $40 , 000 , 000 . 
20 Now,  on that basis the Commission is authoriz ed to 
21 appear before the city c ouncil at its meeting s et for next 

22 May 23 and oppose the annexation; and if' the Commis.sion can 
23 establish that it owns and controls over half the value of 

24 the land proposed to be annexed , t,he annexation cannot be m de . 
2e so we have made this recommendation -·· would you read it , 
26 please , Frank'? 

____ , ___ __...... __ __....__....___..,.__._ _______ _ 
OIVl!:l lON vfl' AtlMI N I S'fRA'fl V !!:  F'ROCl!DUlm,  G'l'A'tt: Off CAI.I FOR;� t /1.  



. '.,• · ·  
" i?; . •  
. ;\ · 

h,,/.,,, ; "I ,\�,, 

, ,  � .. · · 

. i 

• 

l 

a 

3 

_..,,_,. _____________________________ ,_ 
:MR. HORTIG: It is recommended that the Commission 

authorize the executive . of.fie er to appea1• before the oounc l 

of the City Li Santa Barbara, at its meeting on May 23 , 19 7 ,  

4 and oppose the annexation indicated on Exhibit ••Ast a.tt;:1che 

5 hereto, on the e:;rounds that : (a)  The State of California, i 

6 the owner of over fifty percent of the value of the lands 

7 proposed to be annexed ; and (b ) the annexation will be 

8 against the interests ot the State � ,� . 
/ ' J .. ' ', ),;. ,;"t 

9 MR. PUTNAM: Now, as to ( b ) , Jack, you migh·t elabora . e 

1o a little bit because one . pritLcipal interest , of course ,. is 

11 th e  fact that they will have taxation power over the p:rodu -

12 ' tion and :C believe , Jack , you have found out that down in 

13 Huntington Beach areas that have been annexed there was at 

14 least a million dollars a year of taxation? 

15 MR. SHAVELSON: That ' s  right . 

16 MR ,. PUTNAM: Against the oil production .  And our 

1'7 thought in that respect is that certainly will affect at 

1s some time in the future the income of the State .  We do not 

19 want to take for granted , and the Attorney General advises 

20 us accordingly, that the sanctuary will be a sanctuary for-

21 ever .  Some day they w:Lll learn how to  -- they are getting 

22 close to it -- to drill from submerged barges t}tit1gs 11¢t 

23 visible from the coast and cap off their wells , and the 

24 restrictions in the Cunn:i.ngham-S!1 :)11 Act may no longer be 

25 appropriate .  From that particular point of view, I made 

26 this recommenqation that the annexation will be  against the 

OIV IS lt'IN  oi; A!)MINIS'l'�A'l'IVl:l PROC:tmunn:,  8'1'A'flt 01' (:ALI P'ORNI,\ 
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1 interests of the State . I think you have one or two other 

2 things . 

3 MR. SHAVELSON: Well , I think really not . Of course , 

4 we haven' t presumed to make any appraisal. This is a 

5 policy matter , but we do feel that the taxing power of the 

6 city on these lands as against the private properties of 

7 the lessees will be the same as in the ordinary city limi·t 

8 of' the uplands of the city; and as far as the regulatory 

9 power , certainly this Monterey Oil Company case indicated 

10 that no city"' can � . . . .  W:ith lesser regulations, relating 

11 to health and welfare we think , especially a charter city 

12 suoh ae Santa .Barbara, may have even greater powers than 

13 the City of Seal Beac:h in this Monterey case and to the 

14 extent that these are matters of local concern traditional 

15 certainly they have some regulatory power . It is di�"'ticult 
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16 in the abstract to define it. Certainly it is quite extens ·ve.  

1'7 It certainly f'alls short of' complete prohibition. Once you 

18 set that limit » I think there are certainly important regu 
\ 19 latory powers they would have in this area.  

,\ 
,"il

.
f/ '''.;i�,\'·�·· . . .  ' 

20 We also pointed out in our opinion the language of th 

��l esolution of the City of Santa Barbara, stating the city 

22 "acknowlectges and as,Surnes its responsibility to aid the St& e 

23 of California :in protecting the lands w:i.thi,n the sanctuary 

24 o as to  carry out the object and purpose thereof" and 

25 ointing out "the main purpose of ·the sanctuary is to  e:x:clu e 

26 il operations there.from • • •  n We feel whether or not oil 

---------- ------ ·--



_____________________ ..,___________ p .......... J ,  

• 
l operations are oonducted,here is a matter of statewide 
2 policy, that so long as oil operations cannot be co:ttduoted 
3 there is very little the city can do to maintain the 

4 sanctuary and sh ould the policy change this C(.>Uld have i� 

5 hindering effect ; again speaking in the abstract , not gi vi 
6 an exact statement of what we might expect , but we do feel 
7 the problem very well might arise . 
8 MR. PEIRCE:  Mro Shavelson $ I would like to ask you 
9 this question: Who , under the law, is responsible for dete -

10 mining the value 0£ the area proposed to be annexed7 Is 

11 hat our responsibility or is that the cityt s responsibilit ? 
12 MR. SHAVELSON: That is the city' s responsibility. 
13 MR. PEIRCE: What if the city determines th�t that 

• 14 alue is $100 ,000 instead of $40 .,000,000? 

• 

15 MR. SHAVELSON : I believe if their finding is not sup 
16 orted by substantial ev5 dence I think we can get a court 
l? eview of their finding, and from the indicat:tons that we 
18 ave had s o  f'ar, it daesn t t seem they could reasonably make 

19 uch a finding ; and if they couldnt t ., then I don' t think th y 
20 "ould have a record before them that would be immune from 
21 ·udicial action and review. 
22 · MR.., PEIRCE: Mr. Holmes- • 
23 MR. HOLMES: I would like to know the basis at the 
24 resen·b time on which you are setting such B.n enormous amou 
25 "'o:r the sanotua:ry. I would like to know the basis , not 
26 Lcessarily �or th_e_c_i�! of _,_�a_n_t_�_,_B_a_r_b_a_r_a_;_bu_· _t_wh_·_a_t_,1.�- yo:r_ 
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basis ? This may also have effect on your leases., as ·to 

w:iat you are actual.ly basing your val,lation on . 

MR. PUTNAM: The valuation was based on our experienc 

in leases in the Summerland area , which is to the east , an 

our ex,pe:rience in the Elwood area to the west. 

M.R. HOLMES: That is purely a tangible or int;angible 
IIH- • " '  ' 

amount . The Monterey Oil Company poin•ted out that althoug · 

there was a lease below and they anticipated oil • • & •  

How could you possibly put a valuation on a lease of any 

lo kind when you don' t know absolutely there is oi.l the:re? 

11 MR. PUTNAM: All I can tell you -·· in Summerland ., 

12 $7 , 250 1 000 in bonuses o Heaven knows how much oil is in 

13 there ., but the State got the income . Down in the area Mr. 

•· 14 Pyles was talking about ., we got over $5 ,000 .,000 bonus and 

15 that' s income to the State . 

16 MR. HCRTIG: As a result., we valued the land •• • • in 

l? addition ., this tremendous acreage jus t1 as real estate has 

18 a value -- over 30 ., 000 acres inv·olved. 

19 MR. HOLMES: Wouldn' t  be considered real estate --

20 under water land? 

21 MR. HORTIG: It is available for piers , commercial 

22 purpose·s and otherwise , which aggregate considerable income 

23 o the State up and down the coast . 
24 MR. HOLMES : This is merely an opinion, that is, t,he 

25 ommission met and voted before they still had something 

26 efinite? 

P&V• IOM .i 
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MR. KIRKWOOD: Could I ask Mr. Shavelson a quest ion? 

MR. PEIRCE: Yes . 

61 
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3 MR. KIRKWOOD : What happens if we are to protest 

4 and the Council find that the value of the total piece is 

5 more than the value of the airport or the on-shore propert , 

6 the othe r lands involved in the annexation, does that auto 

7 matically toss the whole thing out the window? Or can the 

8 City Co1.mcil then cut down the .;l.lllow1t of the proposed anne a-

9 tion t o  a point where our protest would be of less than 
10 half the value? 
11 MR. SHAVELSON:  I don' t .... - - first of all., procedur 
12 ally., I 'bhink ., if I recall., they would 4ave to start a. new 

, , ,. ,. ' . .  ' , ,  . .,,,. 

13 proceeding • 

14 MR. KIRKWOOD: Are they bound by a year t s, wait on 

15 that? Maybe the Mayor knows the a.nswer on that . •  

16 MR. SHAVELSON: I believe that before they could anne 

1'7 any of ·this territory they would be - - I just don t t want 

18 to give an o£f-the-cuff answer . That ' s  one of the aspects 

19 I have no·c personally looked into . 

20 MR. PEIRCE: Senator Hollister ., have you anything to 

21 say at this time ? 

22 SENATOR HOLLISTER: No , I was thinking this bill Which 

23 I put in �- which has nothing to do with these deliberation 

24 here --
25 whicll a 
26 that the 

would be an attempt to try to control the limits to ,  

cit y could go sideways , was done for the same purpo e 

Attorney General' s office has suggested ,  that it 

D I V I S l ¢ N  0 1"  A D M I N I S'l'RA'l'IVtt PROCll'.OURtt, STA'l't:: O F  CAl.l l"ORNIA 
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might hurt the Sta,te ' s leasing program .. I don 1 t know eith1r ,  

those are questions I do net, know. I was glad to hear the 

Attorney General agree that there might be some trouble 

there and that was the only purpose of putting the bill in . 

MR. PEIRCE:  Now, we have a recommendation before us • • �  

M1�. PUTNAM: We have the Mayor here . 

MR. PEIRCE: I am going to call on him in a minute . 

8 And this recommendation is that we authorize the executive 

9 officer to appeal" before the City Council of Santa Barbara 

10 and . oppose the anneJ:ation. mow we have heard from Mayor 

11 Rickard nt length at the last meeting and now, specificall 

12 w;i.th respect to this recommendation ., Mayor Rickard, we 

13 would be pleased to hear from you further. 

14 MAYOR RICKARD: 1J1"..r. Chairman ., in respect to this recom 

15 mendation I don' t believe that I should comment to the Com-

16 ission. I appeared last time before this boarJ to explain 

1'7 he nat,ure of the annexation as proposed, the intentions of 

18 he City of Santa Barbara ., our underlying purpose and reaso -" 

19 ing , a:nd extended an in,ritation to  this CommisHion to appea 

20 

81 

22 

. 
City Council so they might inform the Council if 

the city' s  proposal might interfere with the 

interest . ,  

23 

24 

Now , then , you have a recommendation whi ch is to the 

ffect that the Commission should file a w: itten protest 

25 · th the City Council at :i.t,s hearing on May 23rd. I am 

• 
26 the chairman of that body�hat p:��st will be addressed t 

P&V .. lOM ,J 
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nte and :my six co .... counoilmen. It wo�ld not oe appropriat e 

for me to express an opinion now. 

I think I could answer Mr. Kirkwood ' s question on 

procedure. The procedure is , of course, that the Commissi n 

if it so elected would filci a written protest , stating wha 

in their opinion th e value oi:' their lan� wci.s to the City I 
Council , and the Council would be sit t ing as a. body, eva.lu t-

8 ing the sufficiency and validity of the protest , bot�h as t 

9 value and as to the effeot i·t might have upon the Stat e .;.  

10 Not more than 5% of the territory can b e  deleted from the 

11 propos ed annexation from now on without destroying the 

12 petition and the city would under law be forced to wait on 

13 full year bef.lore re-initiating any · proceeding • 

14 Directly in answer to your question , not more than 5° 

15 could be t.aken away by the Counc:i.1 from its proposed terri 

16 tory without destroying the validity of the proceedings1 an 

117 waiting for another yee.r . I think $ Mr. Chairman, I should 

18 no-t comment any .further abou:b the recommendation. 

19 MR. PEIRCE: Are there others who wish to be heard 

20 with r espect to this riecommendation? 

21 SENATOR HOLLISTER: Mr. Peirce , I was int�rested in 

22 th e  question there ... "Are there people here who are int er .... 

25 ested personally in this deal . u You have heard f:t'ftrt1 some 

24 of them in prievious meetings here . The Board of Supervisor 

25 are not represented here. They were in opp,::isition to this ,� 

26 MR .. PEIRCE : '.Chey were notified of the mee·ting. 
wt .... ,ttt+.- .... ,...__._...,1_...___, _____ , ·-------------- ____ , 
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SENATOR HOLLISTER: They were notified? 

MR. PUTNAM: Wa sent out that telegram. 

SENATOR HOLLISTER: That $40 ,000 ,000 evaluation as it 

4 has to do with placing the value on undeveloped oil lands 
5 tha:ta the only reason I am • 9t .  Th.is is purely a local fight 
a and the only thing I am doing is to set up the laws . 
7 MR. PEIRCE: Are there any others who wish to  be heard 
8 today with regard to the recommendatioh? 
9 MILTON DUNCAN : I won t t take much of your time . I am 

lO Milton Dunc,m of Summ.erland, and Mr. Sexton is here . The 
un-ll two of us are ,  in our small way , representing the four jinco -

12 porated communities . There has been constant r•eference dur ng 

13 these hearings to the effect that it is a local squabble .  

• 14 I think ·the recommendation of the staff is sufficient answe < 1 :•-,, 

•• 

16 to that . Certainly the militiamen at� Concord and Lexington 
16 thought it was a local problem too but it turned out it was 
1'7 the basis of a whole country' s heritage , and since question 
18 ave als o  been brought up if this basis of valuati on could 
19 apply to other places , therefore that takes it out 0£ the 
20 local realm. I don 1 t believe tha·o has any validity.  
21 I would like to state that I ,  personally, and my peop e 
22 in Summerland want to thank the Connnission a.nd the staff fo 
23 all of the care and attention you have given to this . We 
24 feel somewhat in the position of a person who ., not much <:>.f 

25 card expert , tosses a mess 0£ cards down on the table and ! 
\ 

26 someione who knows ·  card hands picks them up and shuffles ·thedi 
L.--_ .... _________ ,..,_, __ . ,_. _ __ ... _ .............. --·--"---- ·---------"------�! 
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into the proper hands that will have weight 1.n a game ; �-nd 

we have felt� all along that , small.. as we wt,re, and vital a 

th e local., si'buation was to  us , that it was a matter of 

S1:iate importance. Apparently the findings of your staff 

and the Attorney General ' s  office have verified ,  our , what, 

we call , corflbn sense thinking .  It 1 s amazing to some of us 

little fellows who don' t operate at this State level and i 

y our realm at all , to find out how often the law and admin 

istra.tive procedures tend to corroborate just plain horse 

sense that we e.re using to operate on , with no pa.rticula:r1 

claim to expertness on our part, . Again . ., I wish to thank 

12 you. Anything you may do to effectuate this staff' s recom1 

13 

14 

15 

16 

17 

18 

19 

20 

21 

mendation will certainly be appreciated by all 0£ us and I 

think it will be of. great effect in the State. 

MR. PEIRCE: All right , Mr. Duncan . Are there any 

others who would like to be heard w;l th regard to this ques 

tion? 

MR. HOLMES: I would like to  say one thing in closing , 

then have to leave. As far as the valuation is concerned , 

it does have statewide effect . I would like to say th:is , 

that the State Legislatu�e and the Shell�cunningham Act 

22 two years ago set up an oil sanctuary and as such no oil 

23 can be drilled , so as a result there isno lease · that would 

24 be valid in the method of determining a value on it 

25 because itt s  against the law to even consider the drilling 

28 of oil W-9lls ir:• that respect ; bu·b putting a valuation of 

blVl!.\ lON o l'I  AOM I N l ll'l'ltA'tlVI!: l"ttOCl'tDUAlt, s'fA"l"lt 0 1"  CAl..ll"Ol'INIA 
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l $40 .,000 ,000 on a piece of property where it i� impossible 

2 to drill for oil , because i·t is interesting to know in the 

3 future. they can asisess the valuation at that time when the 

4 are making th-a lef,t.Ses and it could not in any stretch of 

5 the imagination b :9 assumed that it is wildcat or developed 

a land s ,  vne or the other -- it is fai· reaching as far as 

7 the State is concerned ; but in this particular area it is 
" i ' 

a still a local fight , only assu.rances are made that it will 

9 affect the entire coastline . 

10 

11 

MR. PEIRCE: Thank you , Mr. Holmes . Mr . Duncan? 

MR. DUNCAN : I certainly do not want to keep on and on 

12 and do not intend to. I can hardly let that go, from my 

13 simple thinking. It9 s a great deal like the value one put 

., 14 on one ' s  children . If we were asked by a kidnapper to  put 

15 a value on our children -- in other words, if we were aske 

16 for $50 .,000 and we were able to  obtain ·that sum and there 

17 was no recourse where the law would be effective, it would 

18 be apparent that anyone of us would give that $!D , 000 . 

19 Therefore , you would be placing a valuation . One does not 

20 go out and say that one ' s child has a certain valuation 

21 any more than we say an 11:tl sanctuary has a certain valua-

.. 22 tion ; but if one could obtain under .future condit ions 

23 $40 ,000 ,000 £or that , then certainly you have a basis tor 

24 determining a valuation upon that area, I would think . Of 
25 course , we have said t ime and again , which provoked the 

26 little map here , we a:t·e sure that you gentlemen and the 
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1 [-�State in�d to keep thi�nctuary. We oann,_..o_t_pu_:t_· _a_s_, __ ,I 

2 much f:aith in a futixr-e oity council as to what pressure 

3 they might bring aga:Lnat you" Certainly, this city counci 

and any we may foresee , kno,dng the men , would not bring 

that pressu:r1..1 ;  but we cannot put our faith in a future 

city council like we can in the State to retain this oil 

sanctuary, If this annexation were to go ahead and our 

faith were destroyed by some future oity council, then the 

very picture on thj.s Alice-in-Wonderland map is 1 I believe , 

a possibility that they could then go on. Ther e is Summer 

land, the very first step next door,  and there is a valua

tion like that on it . I must not belabor this point . I 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

�5 

26 

arn quite sure you have sufficient knowledge of the situati ,n 

so you c:m arrive at your decision �- maybe I am amiss. 

SENATOR HOLLISTER: I did talk to one of the city 

councilmen Saturday, I believe it was ,  and he admit·ted 

that he thought the city could go further sidewise if they 

could p:i.ck up an uninhabited valuation some other place , 

so there does not seem to be any limit . That was one of 

the attorneys on the City Council ; perhaps the Mayor could 

refute that position., My thought was :. suppose ·they have 

this annexation and it is successful, if they wanted to go 

up a further distance up t;he coast and some private proper Y 

was willing to come in as i.minhabited , they could move in 

there and if there was no property offshore, that propert 

could control that valuation. He seemed to think that was 
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possible . That' s  one <:if your own city oounc;i.lme11 , 

MAYOlt RICKARD: Mr,, Senator , that' s one of the senti• 

me:nts appropriate to the Purdy ( phonetic ) bill 1 not the 

Land Commission. This is pertinent ....... e f-l  you know, Santa 

Barbara is  dependent on production of oil i11land and oould 

get some relief from oil offshore, ind.ireotly ,perhaps , but 

there would be some relief from that production , I would 

think , to help the taxpayers in the area. We are not tal 

ing about the sanctuary now, but outside of that . 

MR. KIRKWOOD:· I am faced with an unhappy situation 

myself� I feel we are getti.�g in the middle of a local 

12 . hassel and I cant t see any way to get out of it� ins.of� 

13 

• 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

P& V• 1 0M•2·$$  

as the Attorney Gener-alt s  opinion. I did not know how 

deeply we have to g�t into it and I would like to explore 

it a little bit . My understanding is that the A. G. t s 

opinion is that probably we ought to protest the whole 

darn thing , we ought to protest any annexation of t ideland 

would be the logical interpretation. 

MR. SHAVELSON : That certainly wasn' t intended . There 

has been no intent here to  indicate what policy decision 

should be made . We wanted to point out that certainly whe -

ever a city annexes tidelands it does have power of taxati n 

and regulation. Now, I be]ieve it is up to the Commission 

to deuermine , perhaps , in a case such as this, whether the 

municipal service that could be provided these areas would 

compensate for ·the additional burdens which might come 

·--------------------���------- ·---· 
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upon them(, Ce�tainly, there is no intent to ind.:tcate 

that the Oonunis$ion should disappro,re annexation of 

tidelands under any circurns•" ,ances * I think certainly eac 

case must, be looked at separately. In many in$tances � o.f 

course " it might be quite proper for a St,ate• s lessees 

to be subj ect to • • • • 

' : "."·'" S'1�· . c,,,, 10 

MR. KIRKWOOD: I must admit that I have felt in this 

area , without trying to find a pattern that would be 

applicable statewid,e, I have thought tha.t perhaps the Com 

mission should protest as to areas where beyond-the-seawa d 

limits were inv·olved . We would have trouble saying a cit 11 

' . ' 
.

... ,;,(}i'il, ' 1 ,  12 
,, ,,;l t 

·,, \_,:,l\"M,_ 
. shouldn't annex cl�r�c�.ly of�§hore :from its city limits . 

I ,.'' , · .� ·.· ·· . 
13 I , , • 

; ,' "t We have heretofore neve� protasted , as I understand it , 
' �\ , 

· . .•. , ,, , ' 14 , ,,'f· ' , " 'i, and there have been annexati(l)ns tha'i;, haver1 t t been directl 

on offshore limits .  But here we do have op!Josition and 

unless we do protest , that opposition has no voice whatev r 

• 

15 

16 

17 and they have no grounds for protest 1.rnless we act . 

18 On the other hand , if we act , as I read this Section 

19 3531.3 , just the filing o.f' the protest is sufficient to 
20 block the proceeding unless the City Council find that th 

21 value is less than one-half. In other words ,  they can' t 

2� · pass on the validity of the protest ....... ·· all they can pass n 
23 is the value of the propert.y for which the protest takes 

24 place . 
25 MR� SHAVELSON: You mean they cant t pass on the stand " ng 
26 of the State to protest • 

'---------------·-----·--------------· 
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_____ , _____ ,.. ___ ,.. _______________ ...... ?O 

l MR. KIRKWOOD : Yes , I suppose the legal questi.on 

2 they cot1ld raise ,  but th.e grounds for filing the protest 

3 are nothing they can challenge. 

4 MR. SHAVELSOW: That' s  the wa,y we wrote it . 

5 MR .,  PUTNAM: We would have a different pic·ture and a 

6 different problem if the city were to extend its written 

7 boundaries normally to the shore line , to the three mile 

8 limit, for instance. As I r�call it, , I believe Ma:; or 

9 Rickard made some statements a little over a month ago 

10 before the Commission with reference to annexations either 

11 approved or acknowledged, where nothing was done with 

12 respect to them. We made some research since then . ly 

13 annexations that have been acknowledged have been normal 

• 14 the shoreline and for schoo] .. districts , except in one case 

15 I want to give you the whole picture. That case was at 
16 

17 

18 

19 

20 

21 

22 

23 ), 

24 

25 

Huntington Beach and there they went laterally up coast 

and took in quite a bit of area . 

MR. KIRKWOOD: What about San Diego? 

MR... PUTNAM: They attiempted to go laterally dotm coast 

and they were stopped by a court case brought by one 01f th 

oil companies .  

City? 

MR. KIRKWOOD: What about San Diego? 

MR. PtTTNAlVI: No , that was never done.  

MR. KIRKWOOD: Didn t ·t they reach right around National 

26 MR. PUTNAM: That was voted down by the people. We 

• back-checked that . 
t>IV IS ION O F  At:!M I N I S'rRATIVe! l>ROr.:e:l:>URlt, !l'l'A'l'll: OF CALIFORNIA 



' i 
' ' ..... . . . ,.: · · ..... ;··1::':,f,1 ' ' ' , ', \,? !, 

' ' • I • . ; ·: •·.: : ·i.· 

..• : ;.:t . . ✓ .• 
' 

•'

., }:' 
' 'i 

, •. 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2$ 

MR. KIRK.WOOD: But we filed no protest . 

MR. PUTNAM: The commission didn' t have to fil.e a 

protest in that case because the people did it . 

MR. KIRKWOOD: That wasn' t  in the w.inhabited area? 

MR. HORTIG: No, it was in the uplands .  

MR. PEIRCE: Any further discussion? Are you prepare 

as members of the Commission to approve or disapprove the 

recommendations of the staff in regar0 to this annexation 

.MR. KIRKWOOD� I am reluctant to see us go in and 

establish a value for this property or for us to make a.ny

off!cial finding as to the value of the property. I dont 

think we halfe ·the material before us to ourselves say thi 

is the value . I am darned reluctant to shut off the peop e 

at S1munerland and up the coast , when I think they have a 

major interest in this thing. My reaction first was that 

we sh ould just file an official protest , which I was thin -

i·ng wotild then open up the -- give the ability to the cit · -

zens who really were the protestants to make a case on th ' 

thing. I do not know that that ' s  the a.11.swer ., under the 

A. G. t s opinion or under the practical problem. 

71 

MR. PEIRCE: The decision rests within our hands � but 

the:t'e is question with respect t o  the valuation. In other 

words , if the valuation offshore exceeds 50% of the total 

valuation of the area to be annexed , our protest as land 

owners would automatically stop the annexation. Is that t ue? 

MR. SHAVELSON: If it equals . 
�--------------------------------, 
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MR. PEll?.CE: Mr .. Holxnes t 

MR� HOLMES : I believe the valuation as conoerns the 

3 unoccupied territory is land versus land . I don!t  believe 

4 the leases would be a determining factor in 'the valuation 

5 as far as selling the prr)perty, beQatise leases have nothin 

8 to do wi'bh it at all , with the valuat ion of the property., 

7 That i.s only a by .... product of the actual cost . I just, want 

8 you to keep that in mind . I think what has been brought 

9 out about bonuses and all that >' tL.at has nothing to do wit 

10 the valuation of the properties themselves .  
11 MR. PEIRCE: Sena tor Hollis ter. 

12 :SENATOR HOLLISTER: Well , on that basis , if the city 

13 is fairly certain they have a valuation there, why dont t 

• 14 you enter a protest and let the cards fall where they 

• 

15 should fall? Why don t t you do it that way? There niight 
16 not be  any valuation out there ., as Assemblyman Holmes has 
17 said. 
18 

19 

lVffi. KIRKWOOD : And there might Be ��40 ., 000 ., 000 . 

MR. PUTNAM: And there might be $L,-0 , 000 , 000 ,. Let ' s  
20 find out . 
21 MR .. KIRKWOOD : 1!1.l get my neck out , ,John. I think we 
22 get it off ,  whatever way we move . I ·would move that the 
23 Lands Commis sion prot e.st as to that part of' the area to 
2. ,4 - be  annexed which lies eithe:t' easterly or wes·terly of 
25 shoreward 1:i.mits of the city extended out , if you know 
26 what I am talking about • 

...__ _________________________ .,,. ___ _ 
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---. ----------------------------
MR. PUTl\fAM: Outside the pres@nt city limits .. 

MR., KIRKWOOD: In other words , I would feel the city 

could move out directly three miles off its shore , both a 

a matter of policy and ootnity. We probably, on the basis 

of the objecti,ons the Attorney General points out -� we 

woud go along cri that area, but we would protest on the 

other parts of it . Now, I would not say that our staff 

should go down and attempt to justify the valuation .  

we should . It seems to  me that ' s up to  the people that li · e  

along the shore . J...t we are,  ·however, following consisten ly 

the A. G. ' s  opinion, we would under the circumstancuas ask 

, l2 . our staff to go down .and attempt a valuation· ·and make a re l · 

13 protest en our behalf. I am doub'ltf'ul about going that far 
14 SENATO'R HOLLISTER: Would there be any reason for pro-

15 testing unles� you have a value there? There would be no 
16 

17 

18 

19 

reason to protest . 

MR. KIRKWOOD : Well , the citizens would go in and 

protest the value e 

SENATOR HOLLISTER: The o:aly thing that bothers me in 
20 the whole thing has nothing to do with s,�nta Barbara. If 
21 every city on the coast went out and annexed tidelands off 

I
·
• · '"�,�;.., . ... , ... " .. as shore and could interfere with dJ...-illing for oil., there. 

•. 

t ,. ' ' 

23 

24 

25 

of small places that could incorporate for just that purpo e.  

I know some of the other members of the Legislature are 

worried about this� They do not care about Santa Barbara. 
26 They dont t come from there and do not care, but they have 

________ __. __________ , ________ , __ , 
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l worried about what would happen to the whole coast line a 

2 these cities annexed .  I think you could get in some real 

3 trouble sta�ide . The water plan is depending on this 

4 royalty. I am juat wondering if the State Lands Oommissi n 

5 wouldn1 t •·- that would come under their jurisdiction in 

6 any city. They can all do i•t . I have heard thE:Jre is  one 

7 other started already. I haven' t heard it corroborated. 

MR. SHAVELSON : May I make a comment? 

MR. PEIRCE :  Yes. 

74 

8 

9 

10 MR. SHAVELSON:: As I read tl'.\e act , I think determinat on 

11 has to be ma de as to whether or n 1ot to file a prot est . I 

, 12 don' t quite ,  know what the effect will be of f'iling a pro-
13 test as to the an:n.exat;ion of certain lands and not as to 

• 14 others.  I belie1;re that we have to look at the annexation 
15 

16 

17 

18 

19 

20 

21 

as a whole and either prot est or not 1 as r.l. wholee 

that would be a basis -- that mi�ht be a basis - for 

against the whole. I bel ieve, the protest if filed would 

be  to the whole annexatior.t ne cessarily, as I read the act . 

Thi.a might raise the question as to whether or not 

the citizens , or whoev-er want ed to raise  the que st ion on 

valuation , would have to exclude the value of the terri.-
22' tory di:eectly fronting th1e city. Would that he the intent 
23 

24 

25 

2 ... a, 

of such a resolution -- to exclude that value from the 

computation? 

MR. KIRKWOOD : I think that would necessarily follow. 

MR. POWERS: You are just thinking of seaward from 

DIVIS ION O F  A D M I N I STRATIVE Pnoc1tt>URII1 S'fA'l'I:: O F  CAI.IIIORNIA 
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• 
l the Santa Barbara limits? We have nothing ·to do with that � 

2 

3 

4 

5 

6 

7 

8 

9 

10 

MR. KIRKWOOD: We do. 

MR. POWERS: We ha.ve. - nothing to do with that . 

MR. KIRKWOOD : I wouldn' t want to protest it ., 

MR .. HOLLISTER: The only reaeon I am suggesting that 

the cities could go of£ shore a mile and do exactly what 

they want ed without this taking in of' the whole area :i.n 

bobh directions -- I just wondered if they wouldn' t  have 

another annexation proceeding that would not be • • � •  

MR. PEIRCE : In other words, and·the:r corridor? 
11 MR. HOLLISTER: They don' t have to take the whole thin.§ 

12 in. They do , not have · to bother. the beaches there . They · 

13 could have gone off' a quarter mile and had the same thing • 

• , 14 I just- wondered why they took the whole area and that t s  
15 -what made me fearful of' the whole business , which taxwise 
16 I think is important. 

• 

17 

18 

MR. PEIRCE: Any further discussion? Yes, Mr. Sexton. 

MR. SEXTON: If you do protest and don' t appear , how 
19 are we, as representative landholders ·there, not having an 
20 interest in the tidelands, going to appear bef'ore the Counc .. l 
21 and be able to establish any values or do anything any more 
22 than ·balk? We would have no autho�ity. Legally, we ha v·e 
23 no possibility for us to oppose thiso That ' s  why we have 
24 taken the stand of coming here --� that it is kind of a spli•� 
26 deal . We are doing it for one thing and asking you to look 
26 at it from another standpoint . We just lack authority .  We 

OIVISION O F  AbMINISTRAT'VI? PROCIJ:b1JRI?, ll'l'A'l'it O F  CAl.!l'ORNIA 
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1 are having our skirts trimmed off and don' t have anything 

2 much to say about it. 

3 

4 

MR. POWERS: That ' s  right ., too. 

MR. PEIRCE: Our position is to take whatever action 

t5 is deemed necessary in our judgment to protect the State• 

E, interests . 

'l .MR� SEXTON: That' s  right. 

8 MR. PEIRCE: And under the law I do not believe that 

9 we have any responsibility with regard to protecting the 

10 in.terest:s of the land owners on shore. That is your 

11 responsibility; with regard to how you protect yourselves , 

12 that is something upon which we cannoit pass. 

13 MR. KIRKWOOD : They can' t protect themselves unless we 

14 protest o That t s  the catch. 

MR. PEIRCE: We are not protesting in their behalf$ 

We are protesting in behalf of the State. 

MR. KIRKWOOD: Well , are we? 

MR. HOLLISTER: I think you are -� at least that ' s  my 

position and it has been my only position up to now. 

MR. POWERS : There' s  a gentleman • • • � •• 

MR. PEIRCE: Yes , Mr. Duncan. 

76 

15 

16 

17 

18 

19 

20 

21 

'2l6 

23 

24 

25 

26 

MR. DUNC.AN : I wish tbe Commission to iully understand 

that while we are appearing as Oren says, and I have said , 

because we have no other place to turn, we would not expec 

you - - you are not a court; of last resort t o  speak for us 

You are not appointed £or that, but we realized thatour on y 
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,__.. ______________ , _________________ ,, 
�, 1 recoursE� was to go to the Commission which did have juris--

2 diotion�J over this land ; and it seems to me that it has 

-

P &V• l OM 

3 been amply demonstrated that no matter what eventuates , 

4 if this annexation takes place it will. adversely affect 

5 this Commission' s jurisdiotion of Stat,e lands . Now, iti i�  

6 true I am from Summer land and he is fr•om Hope Ranch , but 

7 we are citizens of California and when a set aside group , 

a a municipality separa·be .from us , acquires rights which alJ 

9 of us , rightly or wrongly, assume are inherent -- that is 1 
10 our riparian rights in front of our properties -- it does 

11 seem to us that you are involved in an effort to protiect 

12 us whether you wish to or not, so long as your particular · 

13 field is invaded . Now, we have been discussing oil. Am 

14 I ri p-ht in assi.uning that your Commission also has somethir. g 

15 to do with h&.1�bors? Do you? 

16 

1'7 

18 

19 

20 

21 

22 

23 

24 

25 

28 

MR. PUTNAM: Yes , we have. 

MR. DUNCAN: I would like to point out -- it is collateral 

to this  matter -- there has been discussion that has ne·ver 

come to a given conclusion, as to the possibility or desir

ability of' a harbor at Goletae  I would think the resolution 

of the City Council with respect to this particular annexa� 

tion should be plain enough as to. what might possibly hapi;:en, 

what opposition there might be , if you found it feasible 

to put a harbor in Goleta, because their very resolution, 

here is the wording in it : ;that they are the 2� safe 

harbor in this area and that it is necessary £or them to 
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-�----------_,.__, ___________ _,__.....,_, 

give constant protection to the small craft ventUJ."ing 

forth thro1Jgb. that harbor as it proceeds up and down t�his 

oil sanctuary, which extends to Goleta; and that they int d 

to apply regulations to the surface of those navigable 

waters as rega,;-ds these sn1all c:raft . 

That is one of the things that has been mentioned as 

being one of those things that doesn' t have to be spelled 

out or shouldn' t possibly be spelled out. At any rate , it 

should be apparent in the exercise of your duties towards 

harbors , that you might well, as you can imagine ,  that you 

might find yourselves involved �ri.th city regulations and 

mth city regulations. in .front of . Goleta.. Goleta,  if it 

did incorporate , or if it didn t t , would be in no position 

to have a good harbor there . That would seem to be only 

common sense.  S('1 from the long view, again I refer to  the 

silly J.:i.ttle map I drew, if you don t t protest this annexa

tion , later they can get annexation directly offshore. If 

you do not stop this , I just do not see how it will be pos 

sible to  prevent a score of these .  

Why should not Lompoc come out and annex their areas 

there? You have no leases there , you could not put, a 

value on it . Yov 'W'Ould have thesame definition ...... areas 

without a certain value . They don• t become of a. certain 

value until they or adjacent territory is bid on and estab 

lishas a certain value. There is n.o reason whatever to 

believe that if this annexation takes place you wont t have 
.__ ___________________________ ,_ 
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Lompoe and Santa Maria coming out and spreading each way. 

It ' s  ju.st human nature that they would do that .. 

MR. PEIRCE: If we approve your recommendation , 

Colonel., is it possible that the matter will have to be 

resolved in all probability by the courts'? 

MR. PUTNAM: I would think if we got into ·t;oo w1ch of 

a dispute as to valuations �"ith the City Council it would 

have to be resolved by the courts. 

MR.a PEIRCE: What do you thiri<j Mr. Shavelson? 

MR. SHAVELSON: I agree with the Colonel' s  statement
! 

Certainly, as you b�ought out before , it is up to the Cit , ' 

Council to make this valuation and should they make a 

determination with which we did not agree , we would be in 

the courts. They might have a motivation for doing so. 

MR. PEIRCE:  It is not easy to make this decision� 

MAYOR RICHARD : Mr. Chairman? 

MR. PEIRCE: Mayor Rickard. 

MAYOR RICKARD: May I make a comment on procedure? 

I believe the law states that the owner of public lands 

has a right to file a protest with the City Council. The 

law is cited : "The owner of public lancl shall either subm t 

evidence of the value of his land • •  $ . tt I don ' t  know 

whether the Commission believes at the moment that their 

protest must include the valuation. You might ask your 

Atto�ney General whether the law includes • • • •  

MR. PEIRCE:  Mr. Shavelson? 

79 
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l MR. SHAVBJLSON: I am glad that has been brought out • 
2 There is an unfoz-otu.....-,,a te statement in the .first i,art of o 
3 

4 

6 

6 

7 
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10 
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16 
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26 

opinion. The aotual wordir1g was a little hasty. 

mean to state that the State is no·c qualified to .file a 

protest unless it own$ half of the property. The protest 

is effective only if' the State alone or in conjunction wit 

others has more than half of the property. The valuation 

has nothing to do with the ability to file a protest . 

SENATOR HOLLISTER: What he means -- if he files a 

protest without a valuation, it is just aoa.demio .  

.MR. SHAV'ELSON: No , I don I t believe it is u.p to the 

State .  Lanch� Commission at all to . consider the question of 

valuation except as a practical matter in predicting wheth r 

or not its valuation i s  going to be affected . In other 

words , I think the act says the 0-:hty Council is to determi e 

valuation and that there is no necessity of the State Land 

Commission making any f:l.nal determination about that . 

SENATOR HOLLISTER: I am more confused than I was 

bef'orG * Then what is the point? 

:MR. KIRKiuon : When is the hearing of the City Counci ? 

MR. SHlVELSON: The 23rd. 

· · · sENATOR HOLLISTER.: What is the point of putting on a 

valuation if there is 110 good -- . in other- words , the City 

Council is the only one that can put a valuation on State ... 

ow,1ad property. 

MR., SHAVELSON: No sir.  I believe the City Council' 
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l evaluation must be based on substantial evidence and will 

2 be passed on by a court , giving considerable deference to 

3 the oity1 s find:lngs bu,t it nevertheless would have to be 
4 a reasonable finding. 

5 MR. KIRKWOOD .: Where there is uninhabited area that is 

e taken this Wr.,y, does there have to be a base on shore? 

7 This isn t t an ordinary strip au.nexation. You dont t have 

8 that problem to have that much on .shore. Would 'there be 

9 an)"thing to prevent them from going south- or east , or 'Whate er 

10 it is, another ten miles? 
11 

12 
MRo SHAVELSON:  No sir , it has to be contiguous. 

MR. KIRKWOOD: It has to be contiguous bu·t is not o.ne 

15 o:f those situations whe:r�e you have to reach out and have a 

• 14 certain area at the end of annexation? 

• 

15 

16 
MR. KIRKWOOD:  No sir ,  having the airport • • • •  

MR. SHAVELSON: If the airport weren' t  here they could 
17 still ,. .... , Iii 

18 
l.9 

MR. SHAVELSON: That t s  right . 

MR. POWERS : I think we will have to protect the State , 

20 so I make themotion that we accept the reconnnendation. 
21 MR'II PEIRCE: Governor - Powers has moved that the recom-
22 xnendation of the staff be approved. 
23 MR. lOIRKWOOD: Well , I am inclined to think with the 

24 A. G. t s  opin:t.on that we don' t have much di,scretion as to 

25 what to do . I will second . 
26 MR. PEIRCE: Mot:i. on has been seconded by Mr. Kirkwood • 

L....-----------•---------------•---r-•-----• 
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l Is there any i'urther discussion? '.Phe recomrnendation is 
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2 approved. 

3 MR. SHAVELSON: May I? 

4 MR. PEIRCE; Ivlr • Shavelso1,1. 

5 MR. SHAVELSON: Do I understand , then , that this protest 

6 will be  by the State of onl'y aJ.l of thelands within the 

7 area to  be annexed which are under the jurisdiction of the 

8 Lands Commission? Is that correct? 

9 MR. KIRKWOOD: That ' s  my understanding. You say we 

10 ha"'re no choice. 

11 MR. SHAVELSON": What I meant to  say, that the protest 

12 ., would have t . .o be to the , entire. annexation. Perhaps the 

13 State may well segregatte its interests and protest to the 

14 entire annexation but only as owner of certain areas. For 

15 example ,  only of those areas that are not fronting the 

16 city. That may be a possibili•ty. That was all I meant to 

17 say, but the protest has to be to  the entire annexation. 

18 MR. PUTNAM: That was the recommendation. 

19 MR- PEIRCE: All right . 

20 MR. PUTNAM: We have a few land problems here . Not 

21 problems o � • • 

23 

24 

25 

26 

( continued on page 83 -

Page 82 completes portion 
re Santa Barbara Annexation ) 
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1 MR. PUTNAM: Page a is standard � a standard sale . 

2 M& PEIRC.E :  Any questions f.)n Page 3 ,  gentlemen? Page 

3 3 is a standard recommendatic-n.. Is it O,.:K.  

4 MR. KIRKWOOD : Yes ,  I guess so. 

5 MR� PEIRCE: All rights The recommendation on page 3 

6 i'.9 approved. Page 4? 
7 MR. PUTNAM: Page 4 -- the only difference there is 

8 that the applicant don ' t  want to pay $9. 25 an ac�e �- all 

9 he wants to pay is $8 an acre and he was given an opportun · ty 

10 t e  appear . So , what ' s the recommendation ,. Ken? 
11 

12 

13 

14 

15 

MR.. SMITH : Recommendati.on i s  that the extensions her -

tofo:re granted to M�\Y 13, 1957 , during which the anplioant 

is allowed to meet the appraised value of the land , be 

confirmed ; and , further , that the Commis sion determine tha 

it is to the advantage of the State to sele ct the land ;  
16 that the Commis sion f:tnd the said land is not suitable for 
17 cultivation ; ·that the Commission approve the selection and 
18 authorize the sale to James K .  Stonier, the applicant , at 
19 $5 ,407 . 93 ,  subj ect t o  all statutory reservations including 
20 

21 

minerals .  

appraised 

In ·che event ·the applicant does not meet the 

value , it is recommended that the Commission 
22 determine that it is t o  the advantage of the State to  seleo 
23 the land and apprc>ve the sele<�tion,  and authorize ti"e sale 
24 thereof pursuant tio the rules and regulntions governing the 
25 sale of vacant state school land on ·the conveyance of the 
28 lP.nd to the State by the Federal Government. 
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l MR. PUTNAM: Boiled do-wn , if the guy doesnt t put up 

2 his $1.2 5  per acre by this evening • • • o �  
3 

4 

MR. SMITH: That t s  about it •  

MR. PUTNAM: If this approved , why the State would 

5 seleat and he would have a chance to • o • •  I might point 

6 out Calendar Item 13 , Page 13 . There  is a sale ot identic 1 

7 land at $10 an acre and those lands are contiguous and adj in 

8 the lands in the particular application we are discussing , 

9 and the applicant has put up the total appraised price of 
10 $10. 

11 MR. PEIRCE: Th� point is you aBe not going to sell 

12 . this 1.and for less than apprai:: , :d value? 
13 MR. POWERS : O.  K • with me.  
14 MR. PEIRCE: Bob? MR. KIRKWOOD: Yes .  
15 MR. PEIRCE: The r ecommendation is approved. 
16 MR. PUTNAM: There' s a bunch of them coming up here --
17 all standard - BOIi  two batches of them .  No dispute,  no troub • 
18 MR. PEIRCE: Any questions concerning them? If not , 
19 they will stand approved . 
20 MR. PUTN.AM : Now turn to Page 15* Just read the 
21 recommendation. 
22 MRG SMITH : · It is a request for, .withdrawal · of vacant ·· 
23 school land in view of a r:i.ght of way gt'ant ed and not, 
24 identified ( ? ) . Under the Public Resou�ces Code we must 
25 reserve the areas embraced in righ·ts of way and it is to ti 
26 this down specifically. !t is  recommended •• • • 

'----------------------------
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MR. KIRKWOOD: Move the recommendation • 

MR. PEIROE: O .K . �  MR111 POWERS : Yes . 

MR. PEIRCE :  Recommendation approved .  

MR. PUTNAM: Anything special about this Knight 

application? 

MR. SMITH : Yes, that ' s  a conflict with the Bureau of 

Reclamation. 

MR. PUTNAM: Oh, that ' s  wher,e the Bureau want to 

9 move in. Just read the explanation. 
10 · MR. SMITH : It is recommended that the Cmnmission 
11 reject the application of Knight to purchase the 80 acres 
l2 in Glenn Coun�y and authorize refund or deposits except ·th 
13 $5 filing fee which was earned at the tiime the application 

• 14 was filed.  It is further recommended that the Commission 
15 withdraw said lands from public sale until December 31., 19 
16 and authorize the executive officer to undertake negotiati s 
l'l with the appropriate Federal agency to work out an exchange 
18 of the land for other vacant Federal lands. 
19 MR. PUTNAM: That ' s  that little piece  of land at the 
20 upper end of a lake . 
21 lVffi. SMITH : A partly submerged dam site. 
22 

23 

24 
. 25 

MR. PEIRCE : Any recommendation'? 

MR_. KIRKWOOD :  M-m-tnh. 

MR. PEIRCE: Recommendation is approved • 

MR. HORTIG: Page l7o The Commission previously 
26 authorized the termination of a small commercial lease for 

P& V• l0M•2•53  
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• 
l small craft berthing, but we did not include in the recom-

,
,
,
.

\ •11 ' 

• 

2 men.dation apecifio date of ter--m.ination. In order t o  cleat .. 

3 account::tng records we need to add "June 13 , 1956 • 1, 

4 

5 

6 

7 

9 

10 

11 

12 

13 

14 

Jt1R. KIRKWOOD : Moved. 

MR •. PEIRCE: Correction is approved.  

MR. HORTIG: Page 1$,  Calendar Item 5 o  The Commissio .. 

h eretofore is authoriz ed in their statutory reservation 

an exchange of lands adjoining the Corte Madera Canal. 

There are tw� conditions of performance  in connection 'l'.dth 
l 

th at exchange which the Commission must approve. 

The first recommendation appears on Page 18 . It is 

reoonnnen.ded that the executive of±'ieer be authori�ed to · ·  

consent to the deed of Schultz Conetruction Co . t o  the Sta e 

0£ California of the propeI�Y that is to be  oonveyed to the 

15 State. At the top of Page 20 , it is further recommended 

16 that in e:;::char1gG for the land above described and the payme t 

17 of $2860 , which has been received , for value in excess of 
18 the value of the lands to be conveyed by Schultz , issuance 

19 of a patent to S chultz Construction Co . be approved ;  and 
20 on th e lower portion of Page 24, as a condition of this 
21 exchange , whe:rein a portion of  former Corte Madera canal 
22 has been dee:d:�d to Schultz Construction Oo . ,  they have dredg d 
23 a new channel and will convey the title to the new channel 
24 in lieu of the old ,. It is recommended that the executive 
26 offic er be au.thorized to  accept the exchange of the new 

26 t_:n
ne1

_4' -·--· ---------·-----------------
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, ___________ ,,_, __________ ....,_ __ ......,... __ , 
MR. PEIRC'E: Any objections? 

MR. PUTNAM: This is in acco:rdanoe with the st;atutor 

specifications. 

MR. KIRKWOOD: Moved. MR. POWERS : Second • 

MR. PEIRCE: Recommendations are approvedo 

MR. HORTIG: Crescent City. 

MR. PUTNAM: This is another long deal. 

MR. PEmOE: Any controve:r.·sy? 

MR9 PUTNAM: Not a bit . It has been through the 

10 Attorney General• s office in San Francisco for several yea s 
11 and it'3 just authorization of the exchange of lands. 
12 MR., KIRKWOOD: Move . it • o. • •  
13 MR • POWERS: Seconded . 
14 MR. PEIRCE: Moved and seconded. The �ecommendation 
15 is approved . 
16 MR. HORTIG: Page 28.  A tideland survey has been 

17 re,,,.surveyed by the State Lands Division and it is recommend d 
18 the executive officer b e  authorized to approve the re-surve 
19 and amended description and have it recorded in accordance 
20 with standard procedure authorized by law. 
21 

22 

23 

MR. KIRKWOOD : M-m-mho MR. POWERS : O .K .  

MR. PEIRCE: Recommendation is approved. 

MR. HORTIG: Audits contract -• Page 29. Do you want 
24 to take that,  Colonel? 
25 MR. PUT.NAM: The Oom:mission will recall that in con ... 
26 neotion with our Long Beach operations we have had a servic 
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• 
l contract with the Division of Audits to bring us down to 

2 an audit oertai.n and also to resolve some of the problems 

3 attendant on set-up of a regular aecountin.g set-up in the 

4 , operation. The Audits Divis ion has , out of force of neoes 

6 and the tremendous scope of the project, run out of bot1h t e 

6 and money, and it is recommended that the executive office  

7 be  authorized to execute an amendment to  the servic e con tr 

8 of the Division of Audits to increase the amount of the 

9 contract to a total of $15 fOOO ., which w:> uld be an increase 

10 at this time of $5000 � which it is hoped will give suffici 

11 time to complete all phases of the operation desired. 

12 

13 

MR. PEIRCE : Any discussion? 

MR. KIRKWOOD: In the budget ., do we have an audit 

• 14 setup? 

15 MR. H0RTIG: Yes , we have an audit staff of two. 

16 MR. KIRKWOOD: This is just the close-out. 
17 MR. PUTNAM: This is just the close-out , that came 

up behind us o 
18 

19 

20 

21. 

22 

:rJIR. PEIRCE: Fo� this year . O .  K. , Butch? 

MR. POWERS: Yes .  

MR. PEIRCE: Recommendation approved . 

MR. HORTIG: Once upon a t ime we had a right of way 

t 

I 

88 

issued for a pipe line in Imperial County and the corporat on 23 

• 

who had the easement, the corporation was dissolved and 
24 

in order to get the tit,le clouds off our lands we had to 
25 

get a qui·bclaim and we found a remaining surviving officer 
26 

�-----------------·-------------' 
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l who was willi,ng to sign ; and we are recommending the . Com-

2 mission accept the quitclaim in order to clear title. 

3 

4 

5 

6 

7 

8 

9 

10 

11 

are 

MESSRS . POWERS and KIRKWOOD: O �K. 

MR. PEIRCE: Recommendation i,s approved . The others 

all routine transactions? 

MR. PUTNAMs These are all little pesky things. 

MR., PEIRCE: .Any discussion? O ,K .  Butch? 

JYIR. POWERS :  M-m-rnh. 

MR. PEIRCE: Bob? MR. KIRKWOOD: M-m-mh. 

MR. PEIRCE.: All right. Recommendation approv ed . 

MR. HORTIG: : If I may summarize, gentlemen , from 47 on 

12 is the report on status of legislation otlJ,er than the oil nd 

13 gas items already covered . At Page 78 is listed a number 

89 

• 14 bills which had not. heretofore been reported t o  the Commis ion 

15 as probably affecting administrative cognizance and there-

16 fore it is recommended that the Commission authorize the 

17 st aff for the purpose of reporting facts and administrativ 

18 procedure relative thereto, in an identical manner in whic 

19 the Commission has authorized before. 

20 

21 

22 

23 

24 

25 

26 

MR. PEIRCE:  Ex.tends the list . 

MR. HORTIG: Ex.tends the list . I have o:ne comment . 

A.B. 2073 , which appear·s on Pag·e 67 ·is · . Assemblyman Brown' s 

bill which was dis cussed at lengtih a.t the la.st Commission 

meeting, which would require making meetings and records o 

the State Lands commission open to the public, Bursuant to 

the s·tate Lands Commission' s  directive, I consulted with 
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2 

3 

4 

. 
. l �o Assemblyman Brown and. he agreed. to and. cl.id. amend. his bill , 

as to open records . There is no refere.nce to it in the b ll 

as it stands now. 

MR. KIRKWOOD: What' s .happened on similar bills? Is 

6 the provision going in? 

6 MR. HORTIG: They are va,r:i ab.le , depending upon whether 

7 the particular agency discussed it • • • several other agenc · es 

8 have had th e provision with respect to records removed from 

9 their bills , I don' t know exactly what others .  

MR ,.  KIRKWOOD: Havent t they in1�orporated in some· of 

11 th ese a provision that if the matt er is one which by law 

12 has to  be kept confidential, that then the board can cove:i:-· · 
' ·� . ' ·' ''  � ._, .. ,,... . 

13 it in exe<.rJ.ti ve session? Do we have atJ.y things that woul 

14 be affected by that, or don• t we need t;hat'? 

15 MR. HORTIG:  No sir . 

16 ) Off the record discussion( 

17 MR� PEIRCE : Any further business? Mr.  Shavelson. 

18 �IR. SHAVELSON: I don' t want to delay everyoody but I 

19 would just like to  say that it is my understanding on the 

20 Santa Barbara resolution that the staff is authorized to 

21 file a protest but is not authorized to bring evidence as 
· · , .·· - · 22 · to  value before the City Council? 

•, . ' 
. 

. 

\ ' , .  

23 

24 

MR .. PUTNAM: No . 

MR. KIRKWOOD: No , we approved the recommendation of 

25 the staff. Regretfully, I m1ght say. 

26 MR. SHAVELSON: The right to protest • • • •  
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-·--------------·--------------------..----
MR. PEIRCE: Will include the valuation figures . 

***��***** 

ADJOURNED AT 1: 15 P. M. 
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