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T
Los Angeles, California, Tuesday, October 8, 1957, 10:0¢ A.M]
(Chalrman John M. Pelrce and Harold J.

Powers are present.) |

CHAIRVMAN PEIRCE: The meeting wlill come to ordex, I
want to recognilze the p esence of Senator Richard Richards
and Assemblyman Allen Mlller. We are glad to have both
of you here. Also, Assemblyman Dills. We are glad to have
all three of you here and welcome your participatlon in
our deliberations today.

Now, the Lieutenant Governor will be somewhat
late; he may ot arrive untll about 11:00 o'clock. We
will proceed with the agenda andltry to»avbid any
controversilial items until he gets here,

IThe flrst order of business 1s the confirmation
of the minutes of the State Lands Commission whlch teok
place on Septembe.r 13th, Copied have been malled to the
members of the Commlsslon. Do they meet with your
approval, Mr., Kirkwood?

MR, KIRKWOOD: No technieal changes.

CHAIRMAN PEIRCE: The minutes will stand apwroved as
wrliten,

Now do you desire to dlscuss fhe questlon of the
next meeting of the Commisglon, Mr. Hortig, or shall we
walt untll the Lleutenant Governor arrlves? we hive to
meet bef'ore November lhth, don't we?

MR, HORTIG: Preferably.
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CHATRMAN PEIRCE: Perhaps we hetter leave that for
later deteramlination,

MR, FORTIG: That will be satlsfactory.

CHAIRMAN PEIRCE: Mr. Hortig, will you proceed wilth
the agenda, bearing in mlnd any ltems in which the
Lieutenant Governor may wilsh to participate, should be
held untlil his arrival.

MR. HORTIG: Mr. Chairman, may I suggest that extra
to the prepared agenda you have recelved, 1s a regquest
from the City of San Francisco by Mayor Christopher relative
to the deslre of the City to make a presentatlion to the
Staté Landsvcommission on prdblems they have with respect
to acgulsitilon of State lands. The reprasentatlves for the
City of San Franclsco are here. If 1t is convenlent, you
might hear them at this time.

CHAIRMAN PEIRCE: Are you gentlemen from San Francisco
in a hurry to return to your home city? The Lieutenant
Governor is not here yet, and I feel it might be advantagecus
if you defer your presentation until he arrlvas.

MR, WARD: We cin walt, Mr. Chairman. We have untill
3:00 o'clock to catch a plane to go back.

MR, KIRKWOOD: We hope to be through long before that.

CHAIRMAN PEIRCHE: We hope to be tarough boefore noon,
as & matter of fact.

Mr. Hortip, we wlill hola that In abeyance and

procead wlith the next Ltem Ln opdov.
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!
MR, HORTIG: Calendar Item 22, Page Y, gentlemen,
The Constructlon Aggregates Corporation ls

lessee under a State Mineral Extractlon Lease 1in San
Franclsco Bay providing for the removal of sand and gravel
in two areas known as the IFort Knox and Presidlo Shoals.
No extraction operations have actually bheen taken under
the leasge to date, however, the lessee ls interested in
continuatlon of the lease because of geveral prosgpecos for
future operations, and feels that the performarice of minimum
shift requirements without commercial removal of materilal
would serve no useful purpose. It has therefore been
requested that the shift requilrements in the operations
for the lease years of 1u9h6-1957 be walved, In conslderatilon
of the lack of competition in bldding at the time of the
lease offered, and the fact that annual rentals have been
pald by the lessee and that no State lands have actually
been occuplied and utilized, 1t is recommended that the
Commigslon authorize a grant of delferment of the cperating
requlrements speclfied in Section 10 of Mineral Extractlon
Lease TOYW for the lease years ending February ls, 1y and
Febpruery 13, 1957, all other terms and conditions and
performance regulrements under Tthe subject leass will
remaln unchanged,

MR, KTRKWOOD: ALl xight, I move Lt clear.

CHAIRMAN PEIRCE: The recommendation is approved,.

MR. HORTIG: Poage 11, Item b, It seems to me thic one
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should be deferred to the arrival of the Lleutenant Governor,
Page 13, Calendar Items 2, 3, 5 and 9 summarized

thereon repregent the recommendations for the sale of

vacant State school land, for cash, at the highest offer,

in accordance with the followlng tabulation, such sales
to be subject to all statutory reservations lancluding
minerals. These are all pursuant to high bids received
and have been processed in the routine manner. There are
no objections to these conveyances.

MR. KIRKWOOD: Move the recommendation.

CHAIRMAN PEIRCEH: All right, the recommendation 1s
approved.

MR, HORTIG: I should like to call the attention of
the Commission that on Page 14 there are similarly five
additlonal items, also routine, for sale to the highest
bidder without objection.

CHATRMAN PEIRCE: Aren't these a part of the
recommendation we have Just approved?

MR. HORTIG: They are, sir, but I had not directed the
Commisslon's attention to them,

CHAIRMAN PEIRCE: Altegether nine items; we have
approv&d thém. |

MR, HORTIG: Page 24, Pursuant to an appllcsation
previously flled by the Department of Natural Resources.
Divislon of Forestry. the State has been offered Federal

Jands deslred py the Division of PForcsvry. These lands have
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been llsted to the 8Sbtate by the Federal Government.

It 1s recommended that the Commisslon determine
that 1t 1s to the advantage of the Stale to select the
Federal land comprised in Lots 1, 2 and 3 of Section 6,
Townshlp 5 South, Range 18 East, Mariposa Counbty, containing
59, 34 acres; that the Commission find that said Federal
land 1s not sultable for cultivation without artlficial
lrrigation; that the Commission select and authorize the
sale of sald land, for cash to the Division of Forestry'at
the appralsed cash price o>f $1,246. 14 plus expenses, or a
total of $1,320,14, subject to all sbatubory reservations
inoluding,minerals. |

CHATRMAN PEIRCE: What 18 the Divigion of PRorestry
golng to use this land for?

MR, HORTIG: Specilifically I do not recall, but I
believe 1t was primarily as a slte, an operating site for
field facilitles of the Divislen of Forestry. It was not
part of an augmented forestry program; however, this is
the consummation of an application of several years
standing. It is only now that we have had the land finally
listed by the U.S8. Bureau of Land Management. It is not
a new appllcation.

CHAIRMAN PEIRCE: All right?

MR. KIRKWOOD: Yes,

CHAIRMAN PEIRCH: The recommendab Lon Ls approved,

MR HORTLG: Page 0%, Under the Lubh2 statutes the
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Commisgion was authorlzed to exchange certaln lands in
Corte Madera Creek for privately-owned lands., The
authorization was augmented by the Statutes of 1957 to
provide that the Commission might also convey -~ also
i1s authorized to convey the mineral reservatloens in such
land. Ih a final title review of land to be exchanged 1t
was found t.aat lands Tormerly thought to have bheen owned
by the State and to be offered ln exchange were actually
already owned by persons desliring to complete the exchange,
In ordef to clarify the title situatioﬁ, Schultz Construdtior
Company desirous of completing the exchange has submitted
a grant deed to the State for the lands formerly claimed
by the State in order that the exchange may be completed
in accordance with the terms of the Statute. It is
recommended that the grant deed from Schultz Constructilon
Company be accepted by the Commission, and thereafter the
previously~authorized exchange will be completed,

CHAIRMAN PEIRCE: All right?

MR. KIBKWOOD: I don't see how the State can lose
on that.

CHAIRMAN PEIRCE:W Not on_the ground. All right, the
recommendation Lo approved.

MR. HORTIG: Mr., Chairman, would you degire to consider
Long Beach subsidenceprodects which are of a routlnhe nature?

CHAIRMAN PEIRCEF: VYes.

MR. HORTIG: Page 29, The Commission hap previously
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approved on a flscal year basls a project entltled the
Jler A ares project. Operatlions on this project have
developed the fact that additlonal unforeseen costs will
be incurred by the Harbor Department arising from work
found necessary to be done 1in connection with the repalrs
and support of the concrete wharf and the bulkhead at
Berth 5, which 1t could not estimatedprlor to actually
undertaking construction operations in the area. The
project has received initial staff review, and is
considered --

MR, KIRKWOOD: I wmove the recommendatilon.

MR. HORPIG: ~- to include some “subsidence COstS”
as defined under Chapter 29. It 1ls recommended that the
Commission approve such costs proposed to be expended by
the Clity of Long Beach, including subsidence remedial work
for the balance of the [iscal year.

MR. KIRKWOOD: I so move.

CHAIRMAN PEIRCE: All right, the recommendatlon is
approved.

MR. HORTIG: Page 28, A8 the Commisslon is aware,
the subject of property purchase and areal £ill is a
project being conducted rob»subsidencé crotectlon by the
City of Long beach; it has Heen revliewed and approved in
part on a month to month basis while determining the {inal
lepal yuallileatlions on whleh the entire project may bhe

approved in the tulure, Thoerefore applicatlion has agaln

40
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bean recelved from the CLty and 1t 18 recommended that the
Commlesion condlblonally approve the Town Lot area project
a8 a subslidencs proJject and the costs proposed to be
expended ag shown on an attached Exhilbilt A, in which cosss
are proposed to be expended for acgulsitlon during Qctobew
and November, 1LUb7.

MR KIRKWOOD:; There is now nho policy involved in
here?

MR, HORTIG: N new policy except the one item, sir,
I nlght call your attention to the footnote on the bottom
of Page 29. Whlle it is proposed that the expenditures
willl be made durimg‘Ootober ant November, 1t is suggested
that a final terminal date of June 30, 1u»d, be permitted,
because Lt 1ls sometimes not possglble to actually complete
the expenditures in the month for which they are approved,
1f the approval ls limited to one month, so we propose
to limit the completion of these projects to the end of
the fiscal year.

MR, KIRKWOOD: That lo agreeable to Long Leach?

MR, HORTIG: Yes, nir.

MR. KIRKWQOD: All rilght, I move the recommendatilon.

CHAIRMAN PEIRCE: The recommoendation ls approved.

MR, HORTIG: The motter of the project {or a new
locatlion and censtruction of an administratlon bullding Ln
the Long Beach harbor areo has been wunder extended discuss

i

with the Stast. The Commigslon hap heretolowe approved

11

1o
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conditionally on a month to month hasls the execution of

necespary preliminary work pending solution or debermination

of the'basis on which the entire project can be approved.

It is again recommended that the expenditures proposed fdr‘
Force Aeoount and englneering expense for prelimihary work
be approved for the month of November, 1957.

MR, KIRKWOOD: Move the recommendation.

CHAIRMAN PEIRCE: The reoommendation 1s approved.

MR. HORTIG: Pages 32 to 38 contain a tabulation of

transactions co... amated on the executive authority granted

by the Commissicn. It is recommended the Commission

~confirm the issuance of these various easements, permits

and assignments which have been authorized by the Commission

| heretofore, all of which have been issued pursuant to

standard policiles, rules and regulations of the Commiasion.
 MR. KIRKWOOD: I move the recommendation.
CHAIRMAN PEIRCE: The recommendawion is approved.
MR. HORTIG: Page 8. On July 1l5th the Commission
authorized the offering of an area in Owens Lake for lease
for extraction of minerals from the lands and waters of

Owens ILake. Pursuant to this offered lease, one bid was

I received from *the Columbla-Southern Chemical Corporatlon.

However, on the review of the bids it is the opinion of
the Office of the Attorney General tnutl the bildder falled
to comply with the conditlons of the offer and the royalty

Provisions of the Publile Resources Code. Therefore, it 1s

T2
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I3
recomnended that the Commisslon reject the bhid of Columbia~
Southern Chemical Corporation for subJect lease.

MR, KIRKEWOOD: Does anyone wish to be heard on this?

CHAIRMAN PEIRCE: Is there anybody who wishes to be
heard with respect to this Columbia~Southern Chemical
Corporation?

MR. KIRKWOOD: I move the recomméndation,

CHAIRMAN PEIRCE: Belng guided by the recommendation
of the Attorney General in this regard, the recommendation
is approved. |

MR, KIRKWOOD: What happens on that, Frank? Do they
have to put up costs on that? |

MR. HORTIG: Yes, sir,

MR. KIRKWOOD: So the State isn't out?

MR, HORTIG: They pay the costs of advertising.

Page 0, gentlemen. In brief, a town lot in the
Bandinl area of Los Angeles County was acquired by the
State through escheat proceedings. The land was sold by
the Office of the State Controller with reservation of
minerals to the State. The administration of the mineral
regevrvation has heretofore bheen transferred by the Controller

Office %o the State Lands Commission. Richfield 01l

Cerporacion has submitted a request that the Lands Commissior

approve inclusion of the subject land in a communlty lease
which ls already effective in the majority of or all of

the other property in the area. The form of the lease has
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peen reviewed by the Office of the Attorney General with
the conclusion that the Lands Commission may Ppropeprly
authorilize the exegutian of the leage. It ls recommended,
therefore, ﬁhat‘che Lands Commission authorlize the acting
executive officer to entef Into a lease with the Richfileld
0il Corporation in accordarnce with the terms and condltions
of the lease form submitted by the Richflield 0Oil Corporation
and as approved by the Office of the Attorney General, forx
the extraction of oil and gas from a parcel of land in
Los Angeles County described in the following, eontaining
eilght one~hundredths of an acre.

MR. KIRKWOOD: There 1s no need for competitive
bidding under the circumstances?

MR. HORTIG: No, sir, there is no way the land could
be offered for competitive publlc bildding. There is a
gquestion as to surface rights. There 1s an inadeguate
amount of suwface right to permit the placement of a
deririck on this land under Division 5 ¢f the Public
Resources Code. The land 1s surrounded by, and if.there
is productlion, will undoubtedly e drained by means of
operationsg under the community lease. The proJjection 1s
provided under the statutes. After the State 0il and Gas
Supervisor approved the pooling arrangements, as he has
in this c¢ase, the protective feature iy for the lund owner
to Join in the community lease. The Attorney General's

office has dictated this ls apprupplate I'np the Lands
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Commlgsion in thls instance,

CHAIRMAN PEIRCE: Mr. Shavelson.

MR, SHAVELSON: These are escheated lands, and at the
time tha* the Controller first conveyed the lands to
prlvate owners they were compelled to reserve the mineral
rights, but subsequently the Statute has been changed,
and 1f -- and presently provides there 18 no necesglty
for reserving mineral rights for escheated lands, and
further provides that where mineral riglhts may be preserved,
they may be‘disposed of in such manner as the Commission
may determine, 'This means in our opinion there is no
necessity fOrkcompetiﬁive bidding for esdhéated lands ox
mineral rights.

CHAIRMAN PEIRCE: No nhecegsity for competitive bldding,
but 1s there any objection to having competitive bidding?

MR, SHAVELSON: DNo, sir. I belleve that the Commission
hag broad discreftion. I believe in thils particular case,
Lt is wy undersvendlng, that 1t would be lmpractlcal; but
the Commisslon has a broad discretion to convey these
mineral rights in whatever manner i1t wishes to.

CHALRMAN PEIRCE: Mr. Hortlg, is thip lot sltuated on
top of a producing oill fleld?

MR, HORTIG: It ia situated in an area which may be
potentially productlive; however, due to lts limlted area,
as L commented previously, there Is no basls on which anyono

other than the holder of thoe communlty lease could develop

R I N T T O R N L R T R R o S N T N T e
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the oll and gas from beneath thlis lot, because this lot
in itself is of Inpufficlent acreage to permlt development
by drilling on the lot ltself.

MR, KIRKWOOD: How was the royalty rate established?

MR, HORTIG: As they were announced at the time of
the negotlations of the communlbty lease with all the
ad)elning property owners,

MR, KIRKWOOD: That l1s what is being pald on the other
property ?

. MR. HORTIG: Yes, sir.

CHAIRMAN PEIRCE: What is the value of this?

MR. HORTIG: In terms of royalty? ”

CHAIRMAN PEIRCE: In terms of dollars,

MR. HORTIG: If we would sell this interest?

CHAIRMAN PEIRCE: If we would sell the interest; would
it involve $50 or $1,000?

MR. HORTIG: We would recommend withholding an
appralual of the valiuve ol the land for sale until there
has been further development in the area.

CHAIRMAN PEIRCE: In other words, we ara not
recommending that it be sold at this tlme?

MR, HORTIG: No, sir, simply that 1t he leased or
Included in the communlty cll and gas lease on a lease
basls,

CHAIRMAN PEIHCE: Approved?

MR, KIRKWOOD: All right.
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L

CHAIRMAN PEIRCE: All right, the recommendatlon ils
approved,

MR, HORTIG: Page 10, gentlemen.

MR, KIRKWOOD: 109

MR. "™ORTIG: Yes. The Commission, pursuant to a
1956 request of the Division of Beaches and Parks,
authorized withdrawal from public sale 163 acres of land
in Imperial County to permit future purchase of the land
by the State Park Commission. The concurrent negotiations
belng conducted for Federal lands by the Division of
Beaches and Parks have not been completed, therefore the
Divislon has requested that the Commission anthorize the
extension of the withdrawal on the State lands to permit
completion of the Federal negotliations, subsequent to
which time it :s the desire of the State Park Commisslon
to purchase these lands, State lands. Therefore, 1t is
recommended that the Commission extend the wilthdrawal from
public sale of the degignated lots contalning 163,72
acres 1n Imperial County until June 30, 1959, for purch.se
of the land by the State Park Commisslon at the appralsed

value, without advertising.

MR, KIRKWNOD: Hag anybody else been interested in this| ..

land?
MR, HORTIG: No, sir, no othor applilicatlionsg were
praegsented.

MR. KIRKWQOD: I so move.
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18]
o 1| CHATRMAN PEIRCE: The recommendation is approved.
;V‘ng 2 MR. HORTIG: If the Chalrman pleasé, I bellieve this
1" s | completes substantially the ltems on the agenda that %he
4 | Commisglon may wish to conglder prlor to Licutenant Governor
5 | Powers' arrlval. A recess may be in order.

6 - CHAIRMAN PEIRCE: All rlght, the Commisslon will

7| recess untll the Lieutenant Governor arrives, which should
8 | be within the next ten minutes.

9 (Recess.)
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LY
(Lieutenant Governor Harolid J. Powers

anvered the room.)

CHAIRMAN PEIRCE: All right, the meeting will come to
order. A number of ltems have already been disposed of
and now we have a few remaining whereln it was desired to
have the Lleutenant Governor's participatlon. He 18 now
with us, B0, Mpr. Hertig, will you proceed with the agenda.

MR. HORTIG: If the Chalrman please, we might now
proceed through the remaining calendar slmply in the order
in which the items happen to appear, starting on Page 1.

On August 8th the Commission authorized the

dinitiation of procedures for conslderatlon of amendments

and additlions to the Rules and Regulations. Pursuant to
this autheorization, the proposed amendments and addiltlons
were published, with a speciflcation that statements
relative thereto would be recelved during the thirty-~day
period terminating September 30th. One statement was
recelved, and the proposed modificatlons have also been
reviewed further by the 0ffice of the Attorney CGeneral. In
consideration of this statement and the aforesald wveview,
1t 1s suggested that the proposed Rules and Regulations,
two of them at least, be adopted in modified form as
foliows. Inasmuch ags there are personal appearances here
this morning and there will probably be comments of
different nature with respeet to the three rule smoendments

and additions proposcd, recommendablong wlll now be wnade
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separately to the Commisslon,

First, on the amendment to Seetlion 2100 (b),
as 1t appears on Page 3. The language recommended to the
Commissidn ig Ldentical wlith that whilch was publlshed,
which has been reviewed by all parties. There have been |
no suggestions or dissenslons for any change from the
puwlished text.

Section 1913, relating to the joint bidding,
has been proposed for modification in the second sentence,
first by the addition of the word "joint bid." This
modification 1s actually to conform the regulation to the
statute go thafi there may be no future quéstion that the
meaning of the regulation is different than that of the
statute.

Secondly, the statute indicates that 1in the
event of a bid by an association of persons, including
o partnershlp, that tle names and addresses of the persons
holdlng interest shall be submitted with the bild as a
pPractical matter in connectlon with participatlion in a
jolnt bid by a partnership having limlted partners, who
may be very numerous. The mere submlittal of the list of
names would not achlave anything for the Commisslon in
termg of determlning the guallflicatlons of the limited
partners. The limited partnere are not in position to join
in the monagementv, operation or control of the Loase, thore-

»

fore 10 ls suggested tant the Limlted parvtners, ag such,
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need not bhe ppecified to the Commlsslion provided that,

a8 has alr@&dy been preposed on Page'5 of the Calendar,

a pollcy determination will be made by the Commission
subsequently to be consldered for adoption as a rule, that
in the future bids submitted by partﬁershipa, either
Jjolntliy or Individually, wlll provide that wlth the |
submittal of the bld the partnershlp shall subnilt a sworn

statement in the form of an affldavit or certified state~

ment that each and every limited partner is duly qualified

undefkséction 6801 of the‘Public Resources Code, which
gualification is a determlnation that the Commission must
make in connection with the issuance of leases.

At this polint 1t might be most advantageous to
the Commission, I believe, 1f additional proposals which
may be made by persons in attendance here and discussion
be presented with respect to the proposed language for
Section 1913,

CHAIRMAN PEIRCE: Who desires to be heard with respect
to this proposed regulation?

MR. WMATTSON: I do, Mr. Chairman, not particulasly
with regard to limited partnerships, but with regard to
joint bildding. | - . | |

CHATRMAN PEIRCE: All right, will you step forward
at this time, please, and wculd you glve your name for the
racond,

MR, MATTSOM: My namng i1s Marcus Mottson. L represgent
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- Standard 0Ll Cempany.

"All persons, Tirms, or corporations who are to assume

- under the Jjoilnt bid, need not be specified, irrespective

CHATRMAN PEIRGE: A1l right, will you proceed, please.
MR. MATTSON: ‘The portinn of this new section to which

I particularly direct my remarks is the portion wiich reads:

a contractual relationship with the State by virtue of
a partlcular joint bid shall be specified in the bid. Others

not participating in management, operation, or control

of inwvestments for contractual relationship with persons
or entities other than the State.'

Now, that I conceive to be contrary to the
statute and inadvisable from the standpoint of the State.
It apparently attempts to create two classes of Jjoint
bidders, the class of joint bidders who are not lnterested
in management but only 1n income and profits, and the type
which is interested in management alone, perhaps, or
management and a small amount of the profits. ©801L(d) seems
to me to make it clear, it says, "In every instance of
joint bidding, the names of all persons, firmg, or
corporations interesgted in a particular Jjoint bid shall
be specified.”

Now, I take that to mean everyone who is interested
in ahy portion of the profit er income from the ianterprise.
That mcang, of course, it doesnt't mean these who are merely

loaning woney or something of that sort, but it does mean
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anyone who has an interest in the profits or ilncome., I

think the B3tate should know who lg going to get the profits

out of 1t and should not permit the prolfits to be divoreced
from the management. That i apparent also £ um 6804 which
refers to assignments. It therein refers to assignment of
interest, elther a divided or undivided interest therein,
and provides unless approved by the Commission no assigne
ment, transfer or sublease shall be of any effect. Néw,

if the Commission does not know who has the intereSt,‘this
provision with regard to assignment without consent has no
force or effect. The Commilssion couldn't do anything aboub
1t, and 1t in effect allows what amounts to an assignment
in advance so fhat the Commisgsion is then divorced from that
person éompletely. He may deal in that interest as he

seeg fit. As I conceive it, under those two classes of
Jjoint bldders that thils regulation might set up, the
Pipeline company that purchases the olil would deal directly
with that person as to whom the State has no knowledge.
Furthermore, the baslc provisgion of the statute, which is
6827, requires that the bids be made by the Commission -«
be awarded to the highest qualified bidder or joint bidders.
Now, that means they have to award 1t to the persons who
are lnterested, not to somebody else, and I don't think
they can award 1t to somebody they don't know, of whom they

don't know. I would think that it is highly Llnadvissble

- from the standpoint of the gtate to be dealing with a group
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of persons and only know part of them. It 1s conceivable
that the persen who had the management would own 5 per cent
or 2 per cent &nd‘98 per cent of the interest be awned by
those who are not in management. Now, that to me would be
highly inadvisable, and I don't think the landowners normally
would stand still for it. |

CHATIRMA4N PEIRCE: Mr. Mattson, may I ask you a
question?

MR. MATTSON: Yes.

CHAIRMAN PEIRCE: Do you have ahy comment to make with
respect to the adminlstrative difficulties involved 1ln our
identifying and ihveStigating maltiple 6wners or perSOn$
interested in a lease of this character? I am thinking of,
for example, a person holding fractlional royalty interests;
can you envilsion some difficulty with respect to our tracing
down all these ownerships?

MR. MATTSON: I think the Commission could requilre
a certificatlion by everyone who has a Joint hildder as to
his status with regard to the statutes, and could doubtlessly
rely upon that at least until something comes up to
determine otherwise. It may be that where there lLs
competition that the other bldders might be of some help
in that regard.

CHAIRMAN PEIRCE: We have a practlecal problewr, as I
envislon 1t, I don't know all the detalls -~ it L1ls eagy to

trace down and ldentiily, so far as finoncial responslbl.llby
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ls concerned, companlcs such ag you represent. Your
records are readlly avallable, and yet there may bé'a
hundred different individuals interegted in a lease, as
so-called silent partners, and as I understand it we have
to trace down each one of these indiViduals to determine
hi$ fihanci&l regpongibllity and develop other information
cbntaining his qualifications to bid on a State lease. Now,
what about that?

MR. MATTSON: Well, I would say that if bhe Commission

required the presentation of she evidence necessary, perhaps

- certified by accountants of some sort, or other certification

which would put the evidence in the hands of the Commissioun
and its Staff, that job would be relatively easy. And I
would think that as a practical matter the Commission could
rely upon those statements 1f the proper statement was
reguired,

CHAIRMAN PEIRCE: You made a statement that in your
opinion we may not have any cholce in the wmatter under the
law, we must identify all parties to these leaseg whether
we like 1t or not, or whether or not there are any
practical difficulties. Now, did I understand you correctly
in that regard? - - | | |

MR, MATTSON: You did. That i1s my feellng., that bhceth
under 6801 (d) and under the other sections I referred to,
1t is necegsary.

CHAIRMAN PEIRCE: ALl vight, Mre, Shoavelson, may I ask
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you with regard to that wmatter. Mr. Shavelson lg a Deputy
Attorney General.

MR, SHAVELSON: Our office has expressed the opinion
that the t@rm "interested" in Subsection (&) of 6801 refers
to those who are actually partiCipating in the Joint bid
ag bidders; in other words, we construec it as requiring
a disclosgure of names of those who are actually members
of all assoclations, individuals and corporations who are
actually entering into the joint bid, and also in the case
of aSsociétibns, we think there is a reduirément for

disclosure of at least the gualifications under Section

6801 of all of the members of that assoclation. We do not

believe that when there is a joint bid there necessarily
must be a disclosure of all of those having &a mere
contractual interest in the proceeds of the lease by virtue
of their contracts with persons who are bidders. In other
words, disclasure of the bidders, bat we don't think the
legal requlrement is that there be a disclosure of all
those having contractual relatlons with one of the joint
bidders.,

CHAIRMAN PEIRCE: Is that in disagreement’with‘you,
Mf; Maﬁtson?

MR. MATTSON: Yes, it ds. True, certaln contractual
relabtionships would no% be covered -~ for instance, a mere
loan, a contract Lo drill, For instance, at so much a

foot, nvut gomebody who 1ls interested in the income and
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under the statute and he has agaln a divided or undilvided

Y
-3

profits of that venture, he ig interested, in my view,

interest as to which asslgnment -~ which concerns the
Commission ~- which assignment 1s necessary, which again

1t covers. He 1s a Jolnt bldder because the bidder 1ls ==
he is one of the perscns who is golng to have income cor
profit out of it or take the losses, an entrepeneur, a risk
taker, and hence he is interested.

CHAIRMAN PEIRCE: Do I understand, Mr. Shavelson, that
yov and Mr. Mattson are 1n disagreement with respect to
whether or not we must seek disclosure of those indivlduals
who have merely a contractual interest 1ln a lease and who
wlll have nothing to do with the actual development of thc
lease?

Mﬁ. SHAVELSON: It may come down to a question of
semantics; I think we both agree that certainly the name
of every person who 18 a bidder must be disclosed. Now,

the questlon or standard is, who 18 a bidder, who ls one of

the Jolnt hidders. Mr. Mattson ilndilcates thls, that everyone

who hag & share in the profits is ipso facto a Joint bidder,

It 1g the contentlon of our office that he is not necesgarily

one of the Jjolnt bidders unless he has some rlght of
management or control. I do belleve there is o difference
t here.

CHAIRMAN PEIRCE: Is thore anyonoe else here who desires

to apeak to thlis proposed regulation?
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MR, LEOVY: Mr. James G. Leovy. I am representlng
Wegtern Gulf #l1 Company, We concur wlth Mr. Mattson,
and feel that if the code sectlon intended to include just
people who were particlpating in management it would have
sald "The names of all persons, flrms or corporations Joining
in the bilds shall be specifled," but the use of the word
"interested, interested in a particular jeint bild," is
Intended to include anyone who might participate or have a
hidden interest, and we feel that the sectlon would be —-
that the proposed regulation would he in wviolation of the
section,

MR. K17XWOOD: Mr. Chalrman.

CHAIRMAN PEIRCE: Mr. Kirkwood.

MR. KIRKWOOD: I guess I don't understand the type of
relationghip we are talking aboult here, how 1t would arise
or what the nature of 1t 1s. I must admit my law on
partnership and who is the partner and participates 1s kind
I rusty. What sort of agreement are we talking about?

MR. LEOVY: We feel this, that this is intending to
set at that very thing by the use of the word "interest.,"
The bidder might actually, as Mr. Mattson says, have a 2%
per cent interest, might not have any real Interest, he would
be holding 1t as a trustee, o hldden trust, and net wish to
diselose evidently the name of the actual bldder, the one
financing the whole. The money wmight be put up by the

person intereosted, and actually the bidder not putting aay
s U
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money into it at all.

. MR, KIRKWOOD: What is the purpose ef this H801% Is
that the number of the section? |

GOV, POWERS: ©80L(e), lsn't 1t9

MR. KIRKWOOD: Is it purely to establish whether they
are a cltizen of this country, or what ls the purpose of
this disclosure?

MR, LECVY: That 1g one purpose; another purpose 1is to
disclose the financlal interest, I believe.

MR, KIRKWOOD: Anybthing else in 0801 that deals with
financial status? |

CHAIRMAN PEIRCE: Well, financlal responsibility surely
1o one of the major objectives in comnection with dis-
¢closure,

MR. LEOVY: Yes,

CHAIRMAN PEIRCE: Mw. Shavelson.

MR. SHAVELSON: I wonder if I mlght go a little bilt
farther in explainlng the reascning for our position. We
would certalinly agree that 1f this were an interest in the
abgtract, 1t would ir«elude contractual relationships which
lnvolve a share in the profits; however, if ©u0L(d), which
applles to the Joint bids only, i1s so interpreted, that
would mean that you would have a higher requlrement for
Joint bids than you would for indlvidual blds, and woe
couldn't gee wuny rational == idor example, 1L yvou passed an

Ludividual cowporation or indlvicual partnorshlp £iling on
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a bld, there is no language that we can £ind 1In Sectilion
HEOL which would requilire legally the disclosure of all those
having an interest, whereas 1f you had two corporations
entering into the bid, therefore having a Jjoint bid, then
under the other interpretatlion you would require a dis-
¢closure of all of those havling contractual interest whather
they be technically bidders or not. Have I made myself
clear on that point? In other words, there would ke a higher
requirement for joinf bidders than there would he for
individual bildders, and we couldn't see any rational basis
for making that distinction.

CHAIRMAN PEIRCE: I8 there anyone e¢lse who desires
t o be heard with respect to thisg matter?

MR, GARDNER: Mr, Chailrman,

CHAIRMAN PEIRCE: Will you step up here, plcase.

MR. GARDNER: My nawme is Willlam Gardner. I represent
Humble Oil & Refining Company.

The Humble 0Ll & Refilning Company belleves the
Commleslon sheuld not adopt proposed regulation 1Yl3., The
regulation as proposed appears to wviolate the clear intent
of Seebion 6HOL(d) of the Publle Resources Code, and
wltimately may be held lnvalld by the courts for that
reason, Bt much more important isg the Lact that it does
not weem to be in the bost Interests of the State of
Coliformlia to porlt State leases to bhe held by partics

whone itdentity leg unknown o the Btate. Unloss thero o
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"nothing to lose and everything to gain by knowlng who these

L3
}*z,

great beneflts to be obtalined by the adeptlion of thils
regulatlon, 1t would scem advisable for the Commlssion to
continue to require digclosure of the identilty of all
partles ownlng an Interest in Jtate leases. RFull disclosure
should be regquired not only in the casge of Jolnt hidding

to acqulre a State lease, but in the event of a subsequent
afsignment or transfer of any lease. In this latter event,
t he names of all propcsed transferees should be disclosed

to the Commisslon., It would appear that the State has

pecple are who hold an lnterest in State leases,

MR, KIBKWOQL: What 1s your answer to Mr., Shavelson's
comment, this applies only te a Joint bid and not to an
individual bid?

MR, GARDNER: If I understand whabt he said correctly,
there wouldn't be a Joint bid, would there, if you had
Company A who was the individual bidder and then had, say,
five other companies who would Join with tnem, bul not au
a Jo.1t bidder, but you would never have a Jeint bid in that
gense, would you?

MR. EIRRWOOD: Arc there relatlonships there where
you would have an interest in the bld that would then be
undisologed?

MR, GARDNER: I think as a practical matber you weuld

have Just og mueh intovest in the lease, but you might not -

I mooan, undey an Interpretotion iilke that, Lt would

Y T S R T T LTI T O T o
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loe
completely throw out 0O0L(d), I should think, and it would
make 1t meaningless. |

MR. KIBEWOOD: How would you lnterpret 1t to ilnelude
a discleguve under those clrcumstances?

MR, GARDNER: I think it means two companies Jolving
together to acqulre a State Jlcase or receive an agsilgnment
of a State leape, that both of the lessees or assglgnees
should be named and dlusclosed to the Commisalon.

MR. SHAVELSON: I wlll agree wlith that.

MR. KIRKWOOD: Under what c¢ircumstances wouldnit 6801
requlire it?

MR. SHAVELSON: Well, where the participation is
merely a contractual right to perhaps share in the proflts
or some other sort of & contractual right whilch glves no
right of control and no right c¢f dirsct participatlon. I
would like to emphaslze that what we are talkilng about, of
course, are mere minimal requirements and that certalnly
the Commigsion has complete dilisceretlon to requlre more than
that. We are merely expressing our opinlon as to what the
mere minimum reguirenents are.

MR, GARDNER: I can sce no practical diffecrence
between tnat and the company that in eflecct glves a
mllllion dollars to another company to spend on the projecv
and hag Just the one company, in effect, liable and
vegponsible to the Stave. In fact, Lt would share in tho

proflts but may not share in the responpgibllity or the

LS
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llabllity, which would g'em to me to be gomewhat un-
satislactory Prom the State's standpoint.

CHAIRMAN PEIRCE:  Any further questlons with respect
to this witness! testimony?

Who else wants to he heard?

MR, WATSON: Glenn R. Watson, attorney representing
Edwlin W. Pauley.

I think that it possibly becomes clear from the
discugsion here that the rich millionaires wish to be
in a better positlon than the pcor millicnaires. We
understand that very substancial sums of money will be
required as cash bonusg on some of these tlde and submerged
lands. We subwit it would be In the interest of the
State to facilitate the accumulation of these fundg for
competlitive bldding, in other words, regulations designed
to encourage and promote competitive bidding rather than
stifle it and limlit 1t To a few hands, I think would be
i the interests of the State, .

Now, with respect to the statement made that this
proposed regulation L1913 would be contrary to the gtatute,
T would like to simply polnt out that Section ©EOL(d)
provides that in every case of jolnt bidding the names Of
persons, {fimms, or corporatlons interested in o particular
Jolnt bid shall be specified. Now, it would seem thabt o

L8
very uselul purpose/scerved by Soction 14l as proposed Lin

A

that the Sbate would be put In o posiilon to know precisely
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wlth whom 1t was doilng buginesgs; in other words, 1t would

he speciflied in a bid or it would accompany the bid egactly
who the State was going to be contracted wilth, and I
gquestlon whether the 8State 1z interested at all 1ln the
questilon of who 1s going to loan the money or provide the
money to the bldders. If these hldders are submitted
together with their quallfications to the Commirsion for

a consideratlon, financial statements or whatever else the

Commission requires, it would have that material before

1t and 1t could decide asg to the flnancial responsibilities
of the people it was doing business wlth.

wa;‘there has to bé some reasonable construction
placed on 6801(d). What do we mean when we say "every
person 1nterested will bu specified"? Should Standard 0il,
for example, flle its complete list df stockholders and
should they freeze the transfer of stocks until the bid is
acted upon so the Commlsslon should know who th~ stockholders
were? I you have an individual bidder, is he supposed to
dlsclose the name of his wife and spell out her community
property interesty In the casce of lenders, they are going
to recelve thelr moneys back by way of oll payments or
net proflt interests, or otherwlse; lg the State golng to
haecome concerned in what that slbtuation do9

It seems to us there hag to be some rule of
regsoin abpplicd to tho thing., A line hag o be dienwn some-

i oo,
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Mr, Mattson concedes that a mere lender should
not be disclosed: how ls & lender golng to be pald back?
He certainly has some kind of an interest inm the successful
operation in order to get his funds back. And suppose
certaln proceeds from the olil operations are taken for
repayment of the loan, then does that bring him into the
situaticn of an interested party that has to e disclosed?
It seems to me that when vou have a 1oose1y~wordéd,

indefinite statute, that the Commission would be well
glviged to draw the line, as the Attorney General has
yapparently recommended, along the line of operation, manage-
ment and control go that the purpose in the State knowing
iho 1t 1s doing business with would be satisfied s0 that
competitive bidding would not be stifled or discouraged,
and I think that 1s very definifely to the fimancial intersesst
of the State. Furthermore, I would feel that since the
Commisgsion does have the right to spell out the details of
the statute, that this rogulatlion proper.ly does that on a
reagonable bagis, and that it would be a valld regulation,
and we would support it.

CHAIRMAN PEIRCE: Any guestions to be directed to Mr.
Watson?

MR. WATSCN: Thank you.

CHAIRMAN PEIRCE: Arce there any others in the audience
whe deslre to boe heard wiith respeet to thewse proposed

paguliations?
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MR. MATTSON: I would like to respond to the last
speaker, 1L I may.

CHAIRMAN PEIRCE: Yes, sir, Mr. Mattson.

MR. MATTSON: I think the question 1s to whom does
the income and profit go, in the first instance; does it
go to the person who is named as a bidder or does it go to
someone else? The vice 1n this is that 1t permits the
income to go to someone other than the named bidder and
permlts and leaves all the llabllities with the named bildder,
In all of these leases eventually you get down to what might
be termed the less profitable part of the lease, and at
that‘juncture you are left and the State is left with
the someone who hag cnly liabllitics, the profits having
gone to someone elge. I think I wculd hesitate to have g
contractor build a house for me 1f I knew that all he had
were the llabilities and that the income was golng to
somehody else about whom I knew nothing. There 1s some
Inducement to do a good Jjob when you are going to get The
income, but there is .one when you have only the liablllties.
I don't think that there ig any enhancement of bidding at
all by the dlsclosure; fhe same people can bld. The mere
fact that they have to disclose doesn't enhance the bidding.
It only enhances the bhidding In one instance and that i
where a man wants to be a party to several bids before the
Commigslon. That is an undesizable thing. Se that I think

that thils ls undeslrable, it Le contrary to the statute,
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and it ls something that I don't think any other landowner
would contemplate who lg az acquainted with the oil business
as this Commigsion is.

CHAIRMAN PERIRCE: Mr. JShavelsorn, have ypu issued or has
your office lssued a formal opinlon with respect to our
dutles under thilgs section of the law?

MR. SHAVELSON: No, sir. We have ilssued an informal
letter on it.

CHAIRMAN PEIRCE: What i She substance of that opinilon
with wespect to what we should.do i reganrd to these
propoged regulations? Do you concur ln the proposed
regulations as set forth in the agemda?

MER. SHAVELSON: I suppese I should check.

The opinlon exproc:sed was at the reguest of
Senator Richards, and he states 1t L1ls satisfactory.

Our opinion on this portion that we are talkinrg
about ripht now is to the effect that the reguliatlion 1o
legal Ly acceptable, and in cartaln things the Commisslon may
o Farther 1f it wisheg, but that this ig all that is
required under oBOL(d). w2 feel that certalinly many of the
requirements are Just as applicable to inaividual blds as
Joint blds. Perhaps the guestlon should ve whether the
same critoria should be appiicd or whether special criteria
should be appliad to Jolint wids ap to disclosure.

CHAIDMAN PLIRCE: Gonblomen, hero we have a proposod

vogulation, It Lo nalng oppoved by throo wmajor oll compandos)
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i I understond correctly, and 13 belng supported hy
Edwin W. Pauley, who 1ls an independent oll operator. As
one member of this Commigsion, I did not have thils agenda
called to my attention'until thils morning. I have only
had a iimited amount of time to review the material set
forth therein, and I assume that Governor Powers and Mr.
Kirkwood are in the same position. Now, in light of the
testimony that we have received so far, Mr. Hortig, have
you any further adviceito give us with zespect to what we
should do? Are we in a positlon to act on this subject
this morning? Or i1s this something we should take under
adviscment? Or is this something that again should be
reviewed by the Attorney General? Or what ig your advice
on it at this time?

MR. HORTIG: Mr. Pelrce, I would recommend that in
view of the fact that neither thz Staff or the Lands
Commission or the Offlce of the Attorney General have
h eretofere had the advantage of this addlitional dlscussion
that we have had before the Commission this morning,
although such discusslon had been invited previously but
wasknot‘received, that it would appear that 1t is only
reasonable to suggest that the»Commission should bake under
further conglderation the proposed ilanguage fov Regulatibn
1913, Te be reviewed after the transcript of this meeting
ia avallablz to be re~studied by the Attorney Gene—al

with recommendations to ke mode o the State Lands Commissinh
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at a subseguent meeting.

CHAIRMAN PEIRCE: Would your same recowmnendstlion
apply o the other proposed regulations?

MR. HORTIG: Not ag to 2100(b), sir, the one we have
slready passed, because there are no obJjections thereto.

MR, KIRKWOOD: Can we sever those in the action to be
relerred tc the Attorney General? O0r do we have to act
at the same time, or do we lose Jurisdiction If we adopt
one and not adopt the others?

We cught to notic@,.anyhow, this next one. e
are talking about a further recommendation on Page 5, isn't
it; it was suggested that the related matter be noticed for
hearing?

MR, HORTIG: That is correct, sir.

MR. KIRKWOOD: We could renotice tha others fop
hearing at the same time,

MR, HORTIG: It 1s required.

MR, SHAVELSON: I think thot would be a safle procedure,
£o notlce them. Your questlon ig whethor 2100(b) may be
adepbod?

MR, KIRKWOOD: That is what I understood Mr. Hortig's
recommendation to be, that we adopt that.

MR, SHAVELSOW: Vos, I see no objeetion to that. I
think that would be proper,

MR, EIRE7OOD: As © anderstond the dliseussion thils

morning hasn't gone, vre at least not fully, into the Lluld,
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Q)
1t has been dlirected at 1913, and the suggested lash
paragraph of 1914 hasn't been fully discussed.

MR, HORTIG: That is correct, sir, i1t has not as yot.

MR, KIRKWOOD: Can we get any dilicusslon on that
today, or is that ~=-

MR, HORTIG: There are representatives who are here
who desire to discuss 1914,

MR. KIXREWOQD:; It seems we should get some of this
on the record., I Think it is unfortunate that when we
notice something for hearing and invite comments that the
comments aren't forthcoming at that time oo that the
member 3 of the Commissien are aware when we take up a thing
of this sort that there is controversy. It puts us in a
difficult siltuation.

MR, MATTSON: Mr. Kirkwood, we did write a letter.

MR, KIRKWOOD: But you were the cnly one, as I under-~
stand 1t from Mr. Hortig, who dld have any record on thils,

CHATRMAN PEIRCE: Senator Richards, do you desire to
he neard at this time?

SENATOR RICHARDS: Yes, 10 I may, very briefly.

I am Rlchard Richards, Senator, Los Angeloeg

County. I have an interest in this which came to my
attentlion by virtue of my leglslative capaclty and in
converasation with many sttorneys in the olil industry {ield.
Pursuant to that intercset, I followed it wp with discusslon

by some of gour wembers and wlbh your staft, and 1t 1g oub
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of that that there arose 1913 and 14, and I speak at thils
time not to urge you to do one thilng or another in respect
to 1913, for example, although I have a speclliic request
ag a leglslator in respect to 10914, but I thought 1t would
be appropriate that I might make my cemments at this time
while they are both before you.

Whether you adopt 1913 at this time or take it

under further consideration in view of the objecticns

| raised by some representatives of major olil companies, which

sald objections also I had not'had the opportunity of
hearing until now, I believe that the Lands Commigsion
should have in its mind the thought that if thé State is
to receive all that the State cen racelve by virtue of the
proper exploitation of our mineral rescurces, I believe it
would not be proper =o limit the practical aspect of bildding
to large corporations only. This is why, at least within
the framework of my own reasoning, 1613 was proposed.

Item 1, it has to do solely with the issue of
Joint bhidding. Joint bidding, I think, will be belore us
nany times ag the State proceads bto develop Lte propevties.
We recognize when it comes to the lsgue of dlsclosure of
those who have an interest, there has been ln the law,

(3

particalarly in the 1ydl Statutes, as LT 1 applicable Lor
both digelosure and forfelture, no applicatlon by the State
and forlelture has never becn undoertalen, and this, of

coursa, lapses over into our dleeusslon now of Lull, which
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hag to do wlth partnerghlips. Anyone maklng a substantlal

Lnvestment wants to make certain he 1ls not subjectlng him-

self to unseen liabllity by virtue of what may happen in
the course of the bldding In regard to others, for example,
who are either interested or participating In the bid on

a nonparticipating basis, as far as the lssue of management.
We recognize, as brought up by one of the earlier speakers,
that a corporation, as such, as a practical matter lgs free
and clear of d:sclosurg. I think it is apparent that if
Standafd 0il is vthe sole biddér, or any other large
corporation, that the Lands Commlisgion is not about fto ask
for the submission of all the stockholders in Standard 0il;
you are concerned with the fact, as representatives of the
State, that the State have a responaible bidder in all
respects, and a bidder which will live up to any aspects

of the contract which is decided upon between that bidder
and the State. You are not interegted in who way buy or
sell a shoare of Standard 0Ll the day before, the day during,
or the day after the bid. Now, thls ls the advantage which
exists there, which it seemg to me would be profitavle to
the State if that advantage is made clear to other joint
operations, For example, In the fleld of Joint bldding,

so o as genersld or lLimited partnerships is conceried,
which is one of the aspects waleh I was askoed about, which
tod me Lo ask a seories of gquestlong directed to the Attorney

Ganerass whiceh Lo the wmatter whieh hogo now been mentlonoud by
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Mr, Shavelcon, and we have a ten-page opinion which is in
the hands of Mr. Rorbtlg and your Cemmlssion from the
Attorney General on these matters.

To re-~cmphaslze the purpose of 1913, which I
T hink you should have i your mind, one, it refers to Joint
bldding, and two, the purpose 1ls to make clear what the
practical aspect of jolnt bildding is or should be, when it
is applled by the Lands Commission. In obher words, If you
deal, for example, With a general partnership with limited
partners, do you ﬁot h&ve.as a practlcal matter exactly the
same situation in re responsiblility ag when you are dealing
wlth a corporation in whilch you have an entity, and |
certalniy a partnership is an entity, and the Attorney
General has so held, and sv hag the Legilslative Counsél.
If you do have the same situaticn, then it is, of course,
necessary by virtue of rules and regulations adopted hy
the Lands Commission, formallized ultlmately in the
Adminilstravive Codw, to muke clear whab the exact
oplication of this ctatute would be. And that, and that
alone, i the purpose of 1513, not to allow for gecret
pypassing of the purpose of the law ag we and the
leplslature anderstood 1t to e when LU was adopted, but
morely Lo have &« practicad basis uwpon which Indiwviduals
or entiblies, be they corporations or partnerchlips, can
pafaly engage In jolnt bldding, knowing how far thelp

Liabidiley will exboend, LU thoy po engase.  That I thing i
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the bagle purpose of 1913 mnd should he the purpose, whetheyp
or not the wording may be changed pursuant to your further
deliberations on the gubject,

But I polnt out one further aspect of Paragraph
4, & very minor matter, but 1t Jjust new reached my
attentlion in reading it. That is the very same varagraph
discussed in scome detaill wy Mr. Marcus Mattson. I believe
there is perhaps a typographlcal error in the line next
to the last llne in Parasgraph 4 appearing on Page 3,
Exhibit A, La whilch it says "i&ruopec sive of investments
for contractral relationship,! I believe the word should
be "or" centractual relatlonship and not "for," because
again the purpose behind that paragraph, as I read it,
1s obviously to establish a basis whereby the State has
an entity to which the State may look for full responsibilllity|,
andl that 1f there be some investment arrangement or sub-
contractual arvrangements, that would not be, Item 1L, an
intercst of the State, or, Item 2, which I think 1s
aqually dmportant, an lndlvidual such ag Standard Q1L
Company may engape in a Joint bhld wlth another bidder, such
as a penerdl partnership with certain limited partners,
would not like to find themselves bty mlsadventure on the
part of the limlted parbtnhners, drageed into a situatlion op
down o holocaust whereby thelr mlilliong of dollors would
he pubJect to forielture under another stabtute that Ls now

*

on the boolke. That agaln, I think, is the roason fox Luls,
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Now, 1f I wmay direct your attention to the

interest I expressed previously in 1914, I will at this

time take the position on 1914 which Mpr. Mattson, Mr,

Leovy and Mr. Gardner have taken on 1913, and that i1s,

that as a membear of the leglslature, I sincerely feel

that 1914 ag it 1s currently written falls to solve the
problem, and certainly should be subjected to Lfurther

s tudy by this Commission,

- The purpose of 1914 was 50, ag T envisioned it,
attempt to deslgnate the degrée to which fowrfeilture would
be applied if it was ever necessary to apply 1t, which it
has not been thus far, but in the future 1t may be necessary.
Thatt purpose, however, of delineating and clarifying the
risks that bidders will in the future undertake when they
bid on olil properties for the State has uct been met as
1914 as new written, in my Jjudgment. The peason for the
changes in 1914, I assume, are the reagons specified by
the Attorney General in his letter opinion given to me at
my reguest.

In brief, and if I may paraphrase what the
Lttorney General has decided, and I do not differ with hils
declslon, but I want to point out the difficulties that
wa collectlvely face here. The Attorney General has, in
affect, pointed out that under the statutes as they now
exlst ho cannot sotate, becaouse the statutes o not them

pelves state, the dopree to which forfelture might be
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applied under certain clreumstances, one of them belng
nondlisclosure such as we ave dilscussingin 1912, Since
1914 as now writben and as it 1s now before the Commission
does not clarlfy that fact, it seems to me toc throw it
right back into the hands of the legislature.

I discussed this very briefly with Assemblyman
Miller Just a wmoment ago; and T belleve that he'aarees with
me. I also discussed 1t briefly with Mr. Hortlig, and I
do not know whether he agrees or not, except that I don'it
think that he disagrees 5hat there is apparently a need
for clarificaﬁion of the whole purrose of the forfelture
statute and clarification of the degree to which forfeiture
would reach into the whole package of a joint bid. If,
for example, you have a group of innocent parties who have
themselives dilsclosed and conducted themselves in evary
respect whilch 1s correct in the eyes of the State, but
somewhere down the line there is an undisclosed partner
or entlty who have falled to comply with sll the proper
regulations, would that forfeiture apply to that one entity
or drag all the rest down with him? This 1s one of the
problems that is faced by‘anyone who proposes to Invest
a conglderable amount of money in an oll bid. That
problem is not solved by 19ll; that problem, in fact, is
complicated by 1Yld as it 1l now writben.

Althoush I myselyd had 2 hand io proposing

originally the wordlng of lulll, I amn forzed to concedn by
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virtue of the positlon taken, and no doubt properly, by
the Attorney General that ve need more gtudy on that
lssue before any actlon be taken by thls Commisslon which
would farther complicate the hidding procedure. And T
Purther add that I sincerely belleve that the legislature
lteself, 1n order to give the Attorney General and this
Commiselon a sound baslis on which to operate, will have
to make some statutory changes, particularly in the fleld
of forfeiture, before we ever have this thing adequately
clarified.

Therefore, might I merely conclude hy saying
that I recommehd as highly as I can, and as solely one
individual and not a speclalist in the oll filield at all,
hut one who has been consulted by many who are in the oil
industry, something aléng the lines of 1913 iz indeed
necessary as soon as 1t can be agreed upon and properly
worded and properly adopted so we will have a Jjoint
bildding procedure on the same basis with the corporate
bldders, which is in the interest of the State, and I
further recommend that Luyld not to be adopted by thils
Commisslon at this uime, but a further study be glven wilth
an aim teo seeing 1L we coan cleaplfy thig problem which Ls
cartainly not clarificed in the woralny of 1914, and with
the furtrer aim of conslderlnhy additional afflrmatlve
leglelation 1n the next session of the Legleluturoe.

CHAILRMAN PEIRCE: Thang you, Sonator ilchards,
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GOY, POWERS: Mp. Chairmen.

CHAIRMAN PEIRCE: Governor Powers.

GOV, POWERS: If I underctand rlght, Dlck, you
agree with the Attorney General? You do see a difference
In reguirements of Individuals and Jjoint bidders?

SENATOR RICHARDS: Yes, there is. I think what
the Attorney General -- what Mr. Shavelson was talkilng
about is that certalnly joint Widders should not be placed
in a position of having a hlgher duty than individual
bidders, and that in order to avold that contingency,
something along the lines of 1913 is ihdeed necessary.
And T do not, as an individual, I am certainly no% prepared
to engage in any debate with the highly qualified representa-
tives of these oll c¢ompanies. However, I do not see that
which 1s causlng tnem to worry on 191% at the moment,
because even if we take and apply it in the case of the
individual corporation bid, we all know you are not
golng to know one more thing than you know today as to
who these parties of filaanclal intercst wmwy be involved
within that bid.

Now,rit Lsn't a matter of trying to limit the
major oll companles at all; LT seems i  me to‘be a»mattér
of trying te have a solld basls on which all parties might
become prospective bidders and operate with legal assurance

that we are operating on o sound bapls.
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we are talking about.

g
GOV, POWERS: The State's maln lnteresgt would be in
this respeet, that all bidders are flnancilally responsgible?

SENATOR RICHARDS: That is correct. It seems to me
1t would be the same as a partnership, 1if you look at the
general partners who submit a bld, you want to know if they
are responsible and you are not going to deal with them
if they are not. If there were some undlsclosed limited
partners, that is no greater interest or liability to the
State or anyone else than is the stockholder in the case of
a corporate bid.

MR, KIRKWOOD:_» Mr. Cheirman.

CEATRMAN PEIRCE: Mr. Kirkwood.

MR. KIRKWOOD: Mr. Chairman, wouldn't it be appropriate,
perhaps, if he 1s willing, to have the opinion ofkthe
Attorney General as given to him submitted as part of the
record?

SENATOR RICHARDS: I will be delighted. There is
rnothing confidential in that opinion.

MR, KIRKWOOL: I beli=ve 1t would be helpful if it

were to go into the record so we know epecifically whatl

SENATOR RICHARDS: VYes, 71, think that ten-page opinion
would tve helpful.

MR, KIRKWOOD: Mr. Chalrman, I would suggest, unless
elther Mr.Hortly or Mr., Shavelson has objecblon, and they

can speak up as I go along, I would in amendlng the two
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recommendatlions of Page 2 and Page 5, I would first move
that we adopt the proposed amendment to Sectlon 2100(b).
That, I think, ls in order. And I would move that we
ask the Executlve Officer or authorilze hlm to ilnitiate
procedures under the provislons of che Government Code to
re~rn.otice proposed Section 1913 and proposed Section 1914,
and the propocosal contained on Page 5 in the second part of
his recommendation.

MR. HORTIG: That would he completely satlsfactory.

GOV, POWERS: Seconded.

MR. KIRKWOOD: That, as I understand 1t, would dispose
of’the whole thing for the time bkeing.

CHATIRMAN PEIRCE: You have heard the motion. Is that
all right, Jay?

MR. SHAVELSON: May I talk to Mr. Hortig?

Ne objection, sir.

CHAIRMAN FRIRCE: You have heard Mr. Kilrkwood's
motion and it has been seconded by Governor Powvers. Is
there anybody in the audience who desires to speak wlth
respect to this motion before we make our declislon?

MR, HUTCHINS: Mr. Peirce.

CHAIRMAN PEIRCE: M»., Hutchins.

MR. HUTCHINS: Mr. Chairman, my name 1 J. Barton
Hutehilng, representlng the lidwin V. Pauley Assoclates.
This Ls Just a point of clariflcation. Didyou call for

re-notlee, Mr, Kivkwood?
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MR. KIRKWOOD: I understood that would probably be the
cleansr way on these first two, we have to publish suyway
on the third phase of it.

MR, HUTCHINS: I Just wanted to ve sure the record
would show that in light of the testlmony by our Lriends
and majJor oil companies this morning, we willl have & chance
to file a brief for the informatlicn of the record, and we
will do that through the re-notice.

MR, KIRKWOOD: Isn't that the way to bring it akout?

| MR. HORTIG: That woule éertainly‘prov1de us with the
best insurance in the matter.

V‘CHAIBMAN PEIRCE: Our intention lis to give everyone
through this re-notice procedure an eopportunity to file
briefs and other data dealing with this subject before any
final actlon is take . by the Commission with regard to tae
adoption of these proposed new sections 1913 and 1914.

Is there any further discusslon?

If not, the recommendatlorn is approved ag made
by Mr, Kirgwood. Do you understand whae' we are dolng, Mr.
Hortip?

~ MR. HORTIG: Yes, sir.

CHAIRMAN PKTRCE: All right. That bakes care of this

gection, What next do you recommend?




!

10

11

12

13

15

16

17

18

19

20

21

TRYER, MERRILLV& BLODGETT

MR. HORTIG:
CHATRMAN PEIRCE:
MR, HORTIG:

Page 11.

Page 11.

At the nmeeting on September 13th the
Commlgsion at the request of Mr., Clayton DLllls deferred
for consideratilon an item of a pending application for
purchase of certain vacant State school lands for which
applicatioh had been received from Mr. Dills and also

a request from the Department of Fish and Game requesting
wlthdrawal of the same lands from public sale for
corislderation for future saleito the department, on the

reported basis that these lands were necessary in public

Ainterest for development of a project which the Department

01 Flsh and Cfame and the Wild Life Consgervation Board of
the State of California were desirous cof furthering. AT
the previous meeting the same recommendation wag made for
discusslon, anc 1t was recommended that the applicatilion
¢f Clayton A. Dills for the purchase of the designated
land containing 485,79 acres in Imperial County pe
rejected and all deposits refunded, except the §5 filing
fee, wnd that sald land be withdrawn frowm publlec sale until
June 30, 1958 for sale to the ftoce Departument of Flsh and
Gaiae under thelr application at the approised masket value
without conpetltive bidding, subject o all atatutopy
popervabions aneluding minorals.

Tha dommiosion had also Indicated 10 was doslrous

R}

o b Lo reoeoaenbatives of Whe Dopoetient ol Blshy anc

e
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Geme and the Wild Idife Conservatlon Board present today
in order to answer Ingulirlegs of the Commlsslon with respect
to the public necessity and nublic interest ln connection
wlth the operation of the project which would be placed onu
the Jland under dlscugslion. Such representatlives are here,
Mr. Peirce.

MR, PEIRCE: Mr. Douglas 1s present representing the
Department of RFlsh and Game, and I assume Likewilsge the
Wild Life Conservatlion Board. Will you step forward,
please. |

The guestlon before us is thils: My, Dills has

applied for certaln lands along the Coloradb River., I
have never woen the land, I don't know whether the other
mewvers of the Commisglon have, but In the meantime after
he applied for this lond, which is available for publlc
cale in the usunl manner, the Department of Flsh ard Game
has Indicuterd an interest in this land being reserved for
seme publlic uwoe that involves gportesmen, I would assume.
And 1f I understund corraectly, the matter was referred by

Phe Department of Pish and Gume €0 the California Wild Life

Contervation Bourd, and the wild Llfe Conservation Board

approved the recommendation of the Department of Bilsh and
Game with reopect to uvhwe roequest te thoe State Lands |
Commlsslon Uo withhoedd Thio Jlane Uvom rublic pale so thatb
the Dovapbmont of Moo apd dooo ee o buy LS as outillned

o ot
e M, Hontl

p
oy
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Now, st the last wmeeting we deslred further

information which at that time we dld not have concevning
the public necegsity for thils land being withheld from
public spale. Mr, Douglas, wlll you advisge ug in this
ragoard,

MR. DOUGLAS: Yes, Mr. Chalrman. With your permission
I would like to go into a little of the background of |
gsome of our problems on the Colorado River. The Bureau
of Reclamation has Informed us many times that the Colorado
River will soon be a straight.concrete~lined ditch all the
way to the Gulf. As thils ls accompllighed we lose drastically
2ll of our wild life habltat, lose 1% thrdugh the draining
of swamps, sloughs, and side-water lakes, We have examples
of this in the Needles~Topock areas where such channellization
has already been accompllehed with the complete loss of the
Topock marsh, an excellent waterfowl habltat. That is
actually located »n the Arizona side, but it Lls likewise
true on the Callfeoymia slde,

The glde-water aress of the river are the only

propasative watery of the rlver, ag the contral channel
ig yractically sterile. Wo have made conslderabhle study
of the river, and D, Corl Hubbs of tho Seripps Instliute
of OQeeanography o Lo Jolla, who ls o worldd-wide expert on
fLeh, assisted us on a number of these gtudles, anda hils
olalme, oo, arve thal the central portlon ol the piver

L nonproductlve of anythlng as for as ony vish Life 1o
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coneerned,

to the Nevada bhorder have become nonproductive,

The upstream ares which 1s chammeleod almost

With these

logses, otner lands become lnereaslngly more wvaluable.

The

Cibola Cut, which we have recently been informed will
aventually be made, Lls a L0-mlle channel cutting off UC
mlles of the river, witih the result that down in the Palo

Verde area it will cut out Davlis Lake and Three-fingers

make which are of wvital concern
Angeles sportsmen, Clbola Lake
of the channel. Clbola Lake is

has had a terrific value ag far

to the local and the Los
wlll be the center line
on the Arlzona side and

as waterfowl shooting and

fishing ls concerned., Thisg lake will also be elimlnated.
To date no Federal regtoratinn has besn reallzed
in accordance with public law T732. This is bevter known
as the Wild Life Co-ordination Act. The Department of
Ilsh and Game in conJjunctlion with the Beaches and Parks
prepared a use program in 1954 for the lower part ef the
Colorado River in the Picacho 4 I Raneh scetlon, including
Seetlon 3v, Township 1€ South, Range 21 East, which ig
under conslderatlon at this time. The latter scecetion ls
an areca requested by the Department o0 Flsh and Game fgr
Jurisdlietional use, Seetion X0 includes some 480 acres of
Jand Jying adjacent to the rilver. It is aboun 20 mil@a’
shove Imperial Dam and aboub 4% miles below Blythe  Julian
Wash, whilch ls wlthin this sectiown, Lo an excoeilent hablitat

L0 uplond poame bleds, primerlly quoelldl ond dove, doer, shoop
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and feral burrow utlllize the »lver borderes 1ln the section,
Dupling the summer the arecs has Water which ls an unusual
thing along ta2 river, which is evidenced by the green
growth shavply contrasting this section wlth the adJacent
desert arcay. The Department's plans include intensive
development *ar waterfowl management to hring back some
of the Tlights of migratory birds to this area., Water ls
possible through the Secretory of the Interior in accordance
wilth the aforementioned Public Law T32. Water is absolutely
essential for any development»by any agency or individual
in this particular gection of the wvliver. A private
individual would have dlffiiculty in legally acquiring
water rights. There is no surplus of water In the Colerado
River as has been stated many times. Last week I had the
privilege of sccompanying the Congressional Subcommlttee
on Inbterior and Insular Affalrs, and we covered lllepgal
waber useg, squeeter's rights, and the Indlan reservatlon
lease, and we found thoat the Subcommittes was very much
in sympathy with preserving legai uses of the river.

We of' the Department of IMloh wnd Game fecl that
with the fast disappeasring sulbtable lands along the river
we must intouslvely develop what we can. Such development
would serve laprse numbers of gportosmen, not only ag o more
producvive area but o acceoss in accordance wlth Beachoews
and Parles plans o construet & roadway down Gavilan Wash,

which Ly only about te-odd mlles distant to thoe south, o
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downstream from Sectlon 20 under conslderation.

Gentlemen, wlthout this small toehold now along
the river we may be a long time ln worklng' lnto this area.
Oour general posltien has been that ¢f too little too late,

In 1955 the figure of some $AET,000,000 was
spent In California by hunters and fishermen. This is blg
buginess that we coan't afford te lose. I might also point
out, incidentally, that while I was in El Centro last week
8 Chamber of Commerce representatlve advised me that the
Imperial Valiey took in some $205,000 durlng the {irst
t hree days of dove seagon. It is of great value to tne
State, as well as to our Department.

Thank you, and I will be happy To answer any

23

ouastion:

'

0

CHAIRMAN PEIRCE: Are there any questions, gentlement

GOV, POWERS: Yes., I would like to ask soue.

CHAIRMAN PEIRCE: Govaernor Powers,

GOV, POWERS: Apparensly when you strsightsn this
rlver out a portion of thigs land wlii he under water,
this maprgin of the JdJullsn wWash in Section &b,

MR, DOUGLAS: 'The particular section, Governor, hap
not been studled by the Buresu, ab least we haven't been
advilsed of thedis future plons, I dmagine all kinks in the
plvor and Julisn Wash lies on one of thosse kinks would b
rlesoly parcllel, D don U othins we woula Looo mach ori' ouy

Larid bhopo boeouns we Loev gelap ul Into Gowe prethy e

i
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country that would be falrly costly as for as dredging.
To the east on the Arlizona slde the land is much f£latter,

GOV, POWERS: Apparently here, {'rom the looks of your
nap, you have some, 1f you wanted to Graln this 1and‘olose
to tha river,

MR, KIRKWOOD: This was a map submitted by Assemblyman
Clayton Dills.

MR. DOUGLAS: This 1s fairly flat land and has a good
potential for developing for farming (indicating).

GOV. POWERS: This is a part that is of value to you
lere?

MR, DOUGLAS: Yes, sir, and the wash as habitat for
quall and dove, thils wash up here is very valuable for
wild 1life.

GOV, PCWERS: Yeur PFlsh and Wild Life Service has never

taken your land for dove and quall, have they? You have
bprotected your rish and wlld lifec migrotory bilrds, I
realize that dove Lo o wmigratory biled, but neverthoeless you
have only protected your ducks and geese, wild life of that
TyPe, you have neveor taken any prescerve fop dove any place
in the country, have you? Reeause 1L you would have, you
would toke the entire country.

MR, INOUGLAS: That has been Lalrly open, there hag
been no atiompt to close off the large wild area where dovo
wlerats into duplny the Loll,

GOV, POalkys L would JLike e Lloten to Mre, DLoLn, b
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I den't pee where you need this mackground.

MR. DOUGLAS: This primarlily, Mr. Governor, would be
to farm as a waterfowl management arca simllar to the
Wister Management Area down at the south end of the Sea
te provide feed for ducks., With the development of the
Salton Sea areas, both by the Federal people and by the
Stabe, the complete migration almost has been diverted off
the Colorado River into Imperial Valley, and the lower
sectlon of the Colora?o Rilver has recelved even less and
lesa of that waterfowl migration.

GOV. POWERS: Do I understand that you are intending

t o flood this particular 485 acres?

MR. DOUGLAS: That would be considered, but it would
be putl under small sectlons where water could be regulated,

GOV. POWERS: You would have to go in and provide the
proper dams in order to flood it, sir.

MR, DOUGLAS: It probsbly would be pumpéd, sir. We
think we would have a right to the water whercas a privete
Lndividual would not, through the wWiid Life Co-ordirnstlon
Azt of Publiic Law T2, and that was broached to the
Cengresaslonal Subcommitbee, and from all appesrances they
roacted Favorably to it. Me. Horn, our co-ordinabor, made
that presentation fo the Subecommlttee last Saturda

GOV, POWERS: Do you own thils lond adjocent to thls
now?

MR, DOUGLAS: Mo, oin, we hoave paguentou Ju?iudiﬂuimnml
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uee of all that land Crom Gavilan Wash to the Rivoerslds
County Line. Imperlal~Rlverslde County Line. |

GOV. POWERS: Is this all State land oveyr here?

MR, DOUGLAS:; Section 30 is State school land, however,
1t waps put under Fecderal Jurlsdlction.

GOV. POWERS: What is Sectivng 30, 25 and 267

MR, DOUGLAS: I do not know the title on that, however
1t has been set aside in the Imperial waterfowl refuge
vwnder, I think it Lls, a Government proclamation in 1941
or '42; that is all within the Imperial National Waterfoul
Reservation,

GO¥. POWERS: It looks to me like many other sections
here, that would not be much or more valuable than this
particular section.

ME. DOUGLAS: Water seems to be the main thing. This

in fact the only one that we have

3

areo 1s cne of the -
found so far that has sultable water close to the surface
for pumping, which ig evidenced by thig green grewth,
and it is also on State school land, which with the
permission ot the Commliggion, we would like to read foom
our constitution. 8fatve Constitutlon, Article 1, Sectlon
@by
"rhe people have the v .ght to fish upgon
and feom the public lands of the State and in
the wotors thereofl, oxeopting uvpon lands

sat aside Tor Lish hatcherics, and no Lland
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: owned hy the State shall ever be seld or trang-
2 Ferrad without reserving in the people the
N 8 absolute right to fish Shereupon, and no law
| 4 ghall ever be paused making 1t a crime for
5 the people to enter upon the public lands
6 within the State for the purpose of fishing,
7 and any water containing fish that have been
8 planted therein by the State.'
9 I think that in that section of the Constitution,
01 4f the property were turned over o private owner..ip,

1| that particular man would have to permit access of the

5 12 fishermen.

'qﬁb 13 GOV. POWERS: That would be all right.
14 CHAIRMAN PEIRCE: Any further questions?
15 MR. HORTIG: Mr. Chairman, may I note for the record
16

we have recelved telegrams from -~ I am looking for the

71 name of the organization -- Bard Winterhaven Rod & Gun

B 1 glub, ®alo Verde Improvement Assoclation, and the Verde

19 1 Rod & Gun Glub, telegrams to the Commission requesting that
20 | spe Commisslon conslder wilthnolding sale of the land under
T . 21| discussion into private ownership.

22 CHAIRMAN PETRCE: Where are those organizations

2 | Located?

24 MR. HORTIG: The addresses thereon are all Palo

Verde, Callfornla and Wintervhaven, California, slyr, noar

2 | the Colorado and near the southern border of the Stabo.
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CHAIRMAN PEIRCE: M, Klrkwood, do you have a
questlion?

MR. KIRKWOOD: I was just gelng to ask what is the
pollcy on lands of this sort? Here we have an Ilnstance
where apparently no action was taken hy thé Fish and Game
untll after an appllcation had been filed here. Is that
your procedure normally, or don't you lay out a plan? Thav

sort of puts us undaexr the gun, is the problem, and makes

us wonder whether you are really operating as a part of

an over-all plan in asking for withdrawal at this time.

MR. DOUGLAS: I have wiith me a report that was prepared
for the California Fish and Game Commission, which was
submitted in August of 1954 requesting Jjurlisdiction of
this particular area, and I would give it to yeu as a
piece of evidence.

MR. KIRKWOOD: Why did it take so long to gst it to
this stage, then?

MR, DOUGLAS: Some of the details on how this applicatilc
was filed are unknown to me at this time, I received the
appolintment yesterday to appear belere your Commission,
and I didn't quite get all the background on it. However,
I think that the whole thing was held up by a letter to
the Secretary of the Interior Ly both the Fish and Game
Commlssion and the State Beaches and Parks Commission,
reguestlng Jurdsdictlonal use of thils partlicular scebtlon

of the viver, and as yeb we had not heard ifrow thew, and

I
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we undersgtood that the delay was caused by the recent

Natlonal Park Survey 1n the lower sectlon of the river,

8 and I belileve that there was a request that some of these

uses be wlthheld until the National Park Survey was elther
approved or dlsapproved by the Secretary. Mr. Peilrce

6 may know wore about that than I.

! CHAIRMAN PEIRCE: I am not familiar with the details.

Are there any further questions of Mr. Douglas?

? GOV. POWERS: Let me ack ene more. Do you have any-
10 t hing; corresponding to a master plan of development or
 f, 11 reservation up and down the Colorado River, or are you
) 2 just golng in and -~ it seems to me in this partlcular
] ’ 1 Instance, you propose to place under your Jurilsdlction

- 14 one particular lot when somebody wants to take 1t. If it
Bl ois in a master wlar., that 1s an entirely different story.
1 MR. DOUGLAS: That would be considered our master
ol plan for the Jjurisdictional uses. The entire area that
181 is under consideration is aiready under the Jurisdictional
19 control of the U. S. Fish and Wildlife Service, and iz
20 utilized as a refuge. However, hunting has been permitted
2Ll 4n various sectiong, they are opened and closed alternstely,
“ 22 | ang fishing has never been prevented. However, with the
23 development, in the five-year plan of the State Divislon

24 o . . Lo
of Beaches aud Parks, certalin areas In this particulaw

2 . e enrl e 4o aren ] s gl s, :
5 gectlon were requasted to be developed by Deaches and

46 ; e s o )
Parks, Seaches and Parke have no oujectlion to Pighin,:

3
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however they do to hunting, so the Department of Flsh and
Game went Into this area to evaluate 1t from the standpoint
of weterfowl, and where waterfowl values were conridered
high, we requested jurisdictional use. The other areas
we agreed wlth Beaches and Parks would be perfectly
satisfactory for their development.
CHAIRMAN PEIRCE: Any further questions?
Now, Mr, Dills, as applicant for this land, we
would pleaséd to hear from you.
ME. DILLS: Mr. Chairman and members, first this
little gquestion hers involves probably a half a mile
along the Colorado River. If that is their master pian,
well, then, I think I better Jjust read my statement.
Gentlemen: I herewith requésﬁ permissiom to
present to and file wlth your Honorable Commission the
following factual data and persuasive argument in favor
of my application to purchase certain State lands and the
subsequent request for its withdrawal from publlc sale by
the Department of Fish and Game, State off California.
Let us consider separately the reasons given Iin
ppposition to my appilcation to purchase?
1. That the land borders the Celorado River and
embraces the wmouth of the Julian Wasnh,
An examination of the Department of Intérior maps
oi' the Quartz Peak and Plcacho Guadrangles will dipclose

that the Jullan Wesh runs westerly wlth thres tributurles,

O
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The maln wash rigeg from the rlver hench or ZH0~foob
contour line, and ¢ach tributary rises to altltudes in
excess of 1600 feet within a distance of 6 miles. A
series of rock falls and steep cascades make it'impossible
ffor a Jeepr or other hlgh-wheel vehicle to ascend the
grade. Thus, there is no ingress or egress from the wash
and the cost of developil.g a serviceable road would be
prohibitive and impractical.

The topography of the Julian wash area, therefore,
precludes the building of an access road to the Colorado
River and negates the first obJjection to the sale of this
land. I |

2. The second objection 1s more indirect and
nebuloué. Accordingly, it is reported to be valuable in .
conjunction with public lands for which the Department of
Fish and Game has already made request for administrative
Jurisdiction.

First, isn't it proper to inguire who rgports the
land valuable? why does not the Department disclose its
informant. Why the secrecy?

Second, what lands have already been requested by
the Department? Where are they located with reference to
the land in my application? @hen and where was such a
requeat fiiled?

Is 1t a policy c¢f the Departmeﬁt nf Fish and Gawme
to file a reguest for administrative gu}isdictimn of

public lands and then, after such a request, rile an
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06
objectlon te the sale of other land bhased upon the un-
precesged and unperfected first request?

Z. It 1s further stated that the land in my
application 1s strategically located and extremely
valuable in the Department's plans foi development and
access to the Colorado Rlver.

When did the land become extremely valuable?
If 1% is valuaﬁle, why has the Department not asserted
such a claim before my application was filed? Since
April 21, 1954 and again on October 30, 1955 in the
Federal Registry the Department was on notice of the
revocation withdrawal of the land. How can they, after
such dilatory tactics, now assert in good faith the
strateglc and wvaluable nature of this small parcel of
land? |

There are additlonal facts which should be
presented to this Honorable Commission to clarify the
situation in Imperial County.

On Pebruary 14, 1941, by Executive Order 8685 the
Imperilal Natlional Wlldlife Refuge was established. The
area conslsts of approximately 51,090 acres situated 1n
Imperlial County, Cailfornla and Yuma County, Arizona.

Notices of public hearlngs in elght separate
countles of Callifornia, excluding ITmperial County, however,
have been publlshec at whilch publis approval willl be sought

by the Unlted $tates Flsh ane Wildlife Service of thelr
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request of the Bureau of Land Mansagemeni, United States
Government to withdraw 515,000 sewves of puhlls land From
all forms of approprliaticn and sale.

Thege reports indlcate that the action 1ls heing
taken at the request of the Department of Fish and Gane,
State of Californiaz. I such be the casge, then why was
not Imperial County inecluded among the areas affected. Does
this mean that Imperial County 1s not Ilmpsrtanlt, valuable,
or strateglc as the Departuwent 1s now asserting wlth
reference to my appllcation? Or does it mesn that fish
and game are already properly conserved and protected by
the Tnpecrial National Wiidlile Refuge?

»Another factor for your conslderation ls the
proposed plan of the Department of Intericr to convert the
Colorado River frem D&vis4Dam to the Mexican Bovrder, a
distance of 250 miles, into the "Lower Colorado Interstate
Recreation Area'" under the Natlohal Park Service. This
project has already received the approval of W. A. Dexhilnmaer,
Commissloner of Cthe Bureaun of Reclamatlon and Conrad I.
Wirth, Director oi the National Park Service,

‘Under the plan, the Colorado River from 1ts
center line to a dilstance of three huﬁdred Iﬁﬂt on botin
sides are to be inclucded in the wrecreatlon aresa. Thus,
the matter of ingress wne epress will be provided fop

b

by the Natlonal Pork Sexvice,

Diligent search of bhe Unlted Stotes Lanu OMfice
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and the Asseggor's ffice of Imperial County has not
diseclosed that the Department of Flsh and Game, State of
California ts the recorded owner of any real property

In Imperdial County in this area.

What plans does the Department have in the County
and how, then, does the acreage in my application becoms
valuable or strategic to the Department of Flsh and Gawe?

You as members of the 8State lLands Commission were
not Informed by the Department of Fish and Game that the
land in my application wag in the confines of the National

Wildlife Rafuge. Nelther did they inforwm you of the

proposed creatlion of the lower Colorado interstate

recregtion area wlth 1ts adequate provisign for ingress
and egress.

I tharng you fer your consideration of the data
which I have presented. In view of the answers I have
given to the cbjectlons to the sale of the land, T
respectfully urge your Honorable Commisslon To authorize
your staff to proceed with processing my applicatlion now
on file,

CHAIRMAN PEIRCE: Any questions of Me, Dills?

Mr..Dougiaa, do you want to comment?

MR, DOUGLAS: I would like to comnent on the acceuss-
ability of the area. Oupr game wardens in that Imperlal

County ares do patrol up as faor as Jullan wash with

fete

passenger vehdeles, L have delven up with them. v oo

ot
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0y
an old mine road that does go up the rilver that 1s even
useable oy passenger vehlcles.

CHAIRMAN PEIRCE: Here we have a questlon involving
a go=~called public interest versus a private interest Iin
some H8%H acres of lana along the Colorado River. This
land Llg now owned by the State of California, it is school
land; the Department of IFish and Game has irecommended that
this be reserved [or publlc use and be kept avollable for
sportsmen, Mr. Dills, as a citizen, has under the law
aporlied for this land, and if we don't lntercede, 1t will
£o through the usual process wherein we sell school land
to private citizens. The Californlia Wlldlife Conservatlon
Board has recommended that we reserve thls land for public
use, That Beard 1 comprised of nine membersg, the Director
of Plsh and Game, the Chalrman of the Filsh and Game
Commigsion, and the Director of Finance, and six members
of the [eglslature,

Now, gentlemen, the matter ls before ug, T
thinkk we ought to discuss thig and wnaixe our declslon.
Mr. Kirkwoeod, what do you bthiuk?

MR, KIBKWOOD: If we were to adopt the recommendation,
Mr., Hortlg, that you have made, what would bhe the effeet
on Mr., Dills' aopllceuabtion; would 1t automatically deny
thet appllcation, or woulid Lt mean tholt L1t wonld be post-
poned and not acted on unbll the expiration ol the withe

aravied whideh wouald be Jung 50, 1958

*
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MR. HORTIG: It could be procesged In elther manner,
Actually the recoumendatlon as stated would have the effect
of cancellny the appllicatlon by Mr. Dills and returning
the land to the vacant State Jand list after June 30, 1958
1 the Flsh and Game had not at thet tlme completed purchase
of the lend. The alternative procedure you suggest could
he empleyed to contlnue on gpecific order of the Commission
Mr. Dllls'! application on fille as the {lrst application to
be processed In the event that the lands were not disposed
of to the Fish and Game Counilssion.

MR. KIRKWOOD: I am inclined -- I have heen trylng to
lLook at this report in a hurry and I am not sure that I
undeprstand just where it gnes, but there Ls indication,
certalinly, that this isu't just dreamed up at the last
minvte rere as a consequence of a filing, and 1t is part
of an over-«ll plan. My reaction would be to see how this
would develop for that length of time, hut I would certainly
feel that Mr., Dilly, Lf it lsn't to be pertmanently wilthdrawn,
should have whatever prelerence he g entitled to under this
fitling., I that coulda be done, my reaction woulu be to
withdraw the lond for that length of tlme to glve as time
+Ho be sure the request is a proper one {row Fish und Gome,
and they are golng to follow up on Lt and net Jjust sit and
walt,

GOV, POWENS:  Boeavse, My, Chollien, L6 Lo ooguestlon

o public lntorest, wy guestlon Lo whethew LU best serves
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1
1] to bave this land put on the tax rolls or serves the

2 lpublic better to have 1t reserved for Fish and Wildllfe

31 untll the lsh and Wildlife intend to use it. Of course

4 | I have & great respect Tor this board that you refer to,
5| our Flish and Wildlife Board where we have six leglaslstors,
6 | but unless the Flsh and wildlife make a definite statement
71 or definlte progress that therare golng to use thils 485
8 | acres of land f'or pusposes of Flsh and Wildlife, 1 certainly
91 feel 1t would serve the publlc ilnterests better to be on
10 | the tax rolls, because it ls of public interest to have

) 1| land on the tax rolls. It is very importent, gentlemen.

. 12 MR, KIRKWOOD: If we withdraw it until next June

_‘!D 18 1 and s8till leave Mr., Dills with & L£irst epporitunity because

41 of his interest in the property, 1t seems to me in that
16 | length of time They can either demonstrate this readiness
16 | to go ahead or we can reccnsider.

17 OV, POWERS: Let wme ask Mr. Pelrce u questlon: Is
18 | 4t possible that your elflelent Wildlife Bourd, of which
C19 L vou are a member, would make a further study of thile?

20 CHAIRMAN PEIRCE: I bolleve so. I weuld certoinly

21} pecoumend that the matter be referred to the California
22 ) wildalile Conservation Doard for further stucy, and they
28 | o dount will seel the necessary technleal advice of thoe

24 | Department of IMlsh and Gowe,  This Bourxd, I ¢ LB BTG VOu,

26 | coop dnto thoese wmobtops voewy, vepry ceoarafully, and I wlil

26 | ifndiesto thet en the Pootd Le Sonutor Bd Jubinson, Senator
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11 Charlies Brown, Senabor Beard from Imperial County, Assembly-
2 | man Fronk Belottl, Assemblymen Lloyd Lowrey ane Assemblyman
3 | Tom Irwin, all of whom are very much ‘nterested as members

41 of the Floh and Game Comilttees of the Houses of the

5| Legislature in projects of this character. I as one member
61 off the Board am net familiar with the détail& of all

71 projects and have to depend to a certaln extent on staffl

8 1 recommendatlons., I think it would be very proper if we

9] veler to the Callfornia Wildlife Conservatlion Board the

10 | guestlon of reserving this land and have them determine

11 more accurately, Lf that is posﬁible, Just how 1t fits into

12 | puslic interest.

. 13 GOV. POWERS: I agree., ,

- 1 CHATRMAN PEIRCE: Mr.‘ﬁgét, do you desire to be heard
i‘ 16 | with respect to this matter? | O

Y' 16 MR. LOTT: My name is Gordon‘goéﬁ: I represent the

171 callfornle wildille PFederation. We wish tp go on record
18 | ag opposing thils sale of this property to prlvate individuals
19 | We feel that the Department of PFPlsh and Game needs this

20 | property as o pame manapemnent area, which is badly needeu

o 21 | in this part of the State. Thark you,
) 22 CHATEMAN PHIRCE: Thank you, Mr Lott.
28 What ig your pleasure, gentlomen?
) 24 GOV. POWERS: T moke the motlon 16 be reforped to the
m 26 | Pish and JILldLile Douwid for Murther study, 10 tnot Lo propep.

26 ME., HORTIG: Suwject to the understondlim, I presume,
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which Mr. Klrkwocd advlised, that Mr. DLLlg! appliéation
would be delerred?

GOV. POWERS: That is right.

MR. HORTIG: And whatever rights have acerued, as the
firet eppllcant, will be deferred untll dispositlion of this
matter at a later date certain, not later than June 30,
19582

MR. KIRKWOOD: As I understand it, under the law we
can withdraw or we can --

MR. HORTIG: Restore,

MR. KIRKWOOD: -~ restore at any time, yes,

CHAIRMAN PEIRCE: All right,'do you understand, Mr.
Hortig, our decislon 1ln thils regard?

MR. HORTIG: Yes.

CHAIRMAN PEIRCE: All right, yo.. understand, Mr.
Hortig, our declsion in this regard and so wlill be the
order,

We have one Ltem of business which does not
appear on the agenda, and this arises out of a request
of the City of San Pruncilsco for certaln State lands 1n
the vicinlty of Cundlestleck Polnt in San-Franclsco Bay,
and 1t 1s a highly complicated matbter thot cume to the
attention of the indlvidual members of the Commission late
last week and was referred to Mr. Hortig for study. So we
will now take that up, because representatives of the Clty

ol San Pranclpco are prosent and deslre to be heard on Gldls
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matten,
My, Hortig, will you glve us briefly the outlline

wlth respect to the questlion befors us.

MR. HORTIG: The State Landg Commission hasg under
1ts Jurisdictlon cervtaln underwater streets wlthin an
area of the Hunters Polnt Reclamatlon District in the
Clty ana County of San Franclsco adjolning the San Matee
County line. The City of San Francisco is desirous of
proceeding wlth the construction of a stadium and parklrnz
lot, the site of which will require occupancy of certain
of the tide and submerged iands, including a portion of
the aforesaid underwvater streets, In that connection there

been under study the possibilities of eilther cunveyance
under the Hunters Foint Reclamation District Act as
amended by the Leglslature in the 1957 session, or alterna-
tively, issuance of a long-term lease by the Commlsslon undey
which a project could go forward pending resolution of
the legal guestlons which have to be determined in
connectlon with a conveyance of the Hunters Polnt Reclawmatilor]
Act. Pursuant to ingulry and request to tae Chalrman of
the Lands Commission by the Mayor of San Franclsco, as
the Chalrman indicates, that the Mayoer desired to have
sowmeone present ot the Commlssion meetlng il the Commlsslon
would be pleased to vecelve testlmony and any other
informetion desired to be submitted pelatlive o the quontion,

A weld as what procedures the Comtiloslon ioht follow i
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us on at thls late date. Fe was leaving, as you knoi,

cals conneection, such representatives are here and desire
to be heard. Probably tha lnitial presentation wi?l be
made by Mr. Bernard Ward, Deputy Clty Attorney of the
City of San Francisco.

CHAIRMAN PREIRCE: Mr. Ward.

MR. WARD: Mr. Chalrman, we are here on vehalf of the
City and County of San Francisco, and Mayor Christopher on

behalf of the City officials wants to thank you for putting

for Europe and didn't have a chance to come dovin, but he
was so interzsted that he told us he wouvld have been here.
The map you see in front of you, the blue sections,
as are outlined In biue, represent the present street pattern
in the Hunters Point Reclamation District ares which 1s in
thae southeastern purt of San Francisco, and 1s all practicalljy
under water, everything Ifrom about the phorelinn as indlcated
by that broken point.
This particular lanc arcs was lold out back In

the '0's by the Tidelands Commilssion, ane these lots in

betueen the LIue creas were all cola off te private ownershlp]

the State reserving to ltsell the title to all the street
arens down there., The prosent plan calls for the taking
ol all the land indicated vy the blue, including the lotls
in private ownership and streebt aveas, into one homogenous
aroa or onhe plob upen which 1 thiu :;u;w‘ae:@ hore thoe hasebadld

parie wlll be erected on peocsently ouned o¢lty lund -- thils

3
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park over hewve ls Cliy owned land -«- byt 1t willl also
be nece sary to move some of the land that the Clty owns
and tiove the gtreecs to complete the pleture. However,
the large aresa 1s necessary for the concourses and for
the parking area for the stadlum. In order to get the
proper financing and in order to bring the plan to filnal
culmlnesion -- by the way, thilis yellow area, My, Peirce,
here 1s 20 feet of ri@htkof way which was reserved for
rallroad purposes many years ago, appareutly at the same
Time That this was sold off, however the railroad people
failed to live up to the necessary requirements, and as far
as the title is concerned i reverted to the State, so the
area in these blocks covered wlthin the yellow lineg is
also under the Jjurisdiction of the State, to the best the
title companles can tell us, title Ls ln the State of
California, in the same manner as the strecet areas, so it
would be necegsary then to acquire title to everything,
the streets and this right of way 1f we were to have this
plcture

Now, in 1955 when the Hunters Polnt Reclamation
District Act was Iirst pa "wed it was broad Lo secope and LU
Was had in ming Lo set the district up and reclalmm the
lLand out to the vay, anc at that time this portlon down

here was also in the digtrict. However, the Mederal

Governuent in the weantlne has cowe 1In and condemned sotwe

Cwenty~Lfive ana o halp cloels of thls seet!on there anag eul
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1 | of'f practic&lly all the water that the dlstrlet would have,
o | in order to enlarge the Humters Point Shipyards, but the
3 | purpose of the Reclama:lon District, as you gentlemen know,
4 | was to vet up the procadure where capital improvements
5 | could be made, and 1t was set up for the purposes of

6 | establishing an industrial part. As you gentlemen know,
7 ‘in this particular grid pattern the streets here were 200

g | feet in one direction and maybe 00 feet Iin another direction
9 | there 1s a street, “? they are 80~foot_streets, and so the
10 | plan wag to redegigr. this area with maybe two and three

11 | major streets running in this direction and probably one
m.’of‘tWo in this direction, ihcludihg a watef~fr5ht sﬁreet,

13 | there being a water-front street tc the area so everyone

14 | has access to the water front. However, since the Federal
15 | Government has taken over the water front the problem which
16 | &t that time was a problem of the Harbor (ommission, has

17 | bretty much been eliminated. They are no longer interested
1g |In developing the land, there not being any mcre water Lront.
19 | We are not then confronted with that problem in converting
90 | this street area from the present pattern into the new

o1 | Street area. Of course, we are confronted at that time

99 | wlth the trust established for fishing and navigation on
oz | that street arca., DLvery tims you raise *hig land up and

24 { 1L wou use 1t ror some cther purpese than streets, the

o5 | Guestion arlges dves 1t revert back to the State of

96 | Californlia. So in the LunY sesslon of the Lepisiature o
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change was made 0 the Hunters Polnt Reclamatlion District

wherein the Legilislature attempted, we hope successfully,
although that lg one of the tests we are up against, to
take the trust of fishing and navigation off of all these
street areas when and il they were filled; iLn other words,
Qgt‘ghile they were under waver, if someone comes along
and £1lls them and they would be ralsed above the water
level, they would no longer be capablie of being {ished or
cavalble of bpeing navigated upon, the trusts would be removed
at the same time. Recognlzlng 1t might be very unfair, and
the State realizing the State would have an interest and
the Clty also would have an interest in the street areas,
the Act went on to say that this street area could probably
be exchanged for other landsg of equal value in the district
Dor purposes of streets, which wou.d be the new streets
that I described, the broader gtreets and fewer streets.
However, it was thougnt at that time that to allow the
streets to be fililled ana then to talk abhout exchanglng

land would mean that the persong Lllling the streets would
increase the value of thoe street area, then when 1t cawme
to‘th@ éxchangé, where'mow the land is worth about 4 cents
a square foob, LU could Juwp as high ags a dollar and a
hald a square foot waen filied, no one would want to pgo in
thore ana do the Liiiing, so that woy they would have to
poy for thelr own worlb, oo 1 The law o LU wes wrlitten

1t wap stuted the oflectilve voduablion of the Lamd wauld be
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a8 of December L, LUBT.

I might say at thls tlme there was no reason
for plcling that date, 1t was Just pleked, no one thought
the Glants were comling to San Franclsco at that time, or
that a baseball stadium was going to be bullt there, but
the contemplation of the district and The trustees we
that late 1n 'H0 or early 'o0 this thing would be realized,
and December 351, 1YHT, could be a workable base. Now we
come up agalnst the preposltion where there has been a
request made hy Mr. Harney, who Mr. Doolling here represents,
to acquire the street areas indicated within thLb area
here, and the plans call for exchange for all street areas
right of ways here wilth Mr. Harney deeding to the State
this red area; in other words, Jamestown Avenue at the
pregent time doeen't po through. He would deed the area
Ifrom here over to here, an area -- what is the width --
a hundred foot strip to make Jamestown a throuph street
Lrom James Lick Freeway. In addition to that, this strip
here, thls red strip would be o 200-I'ocot strlip which would
pe onn the eastern wlde, on the slde neaveut the bay area
of Hunters Polnt Reclamatlion District, would be deeded by
the Clty and County of San Mpancisco for the Hunters Polnt
Bxpressway, whlch would tle into the James Lick REreeway
and would give anobher alternate murth-soubta roube into
San Francisco and Lo in directly into the Hanters Polnt

sectlon.
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other than the legal diivficulty that seens Lo be confronting

&0
Thils street would also bhe deeded to the State
for expressgway purposes, and this small stylp here. You
gentlemen willl notice Gilman down here. Gilman is now
an S0-foot street, and that would be wildened into 100
feet by the deeding of 20 feet to the State of California
for that purpose. We might say, as Mr. Horhlg mentloned

earlier, we have had very pleasant negotiations with

the Staff on this. we think the Stafi is sympathetic
with what we are trying To do, however, there are legal
difficultles that have arilsen, and while the Mayor
realizes that ultimately the declision wlll come frowm the
Attorney General, he felt that we sha@ld come to the
Policy Making Boar¢ of the Lands Commission to present
this fact, and ahswel any questlions that the Commisgion
might have or that members of the Commisslion might have
today, rather than have any further delay inasmuch as 1t
is only possible for you gentlemen to get together once a
month, uniess you call o vely special meeting, LD there

Jere some problem or 1L you hau some problems, that M.
Hortlg could sugpest what we couid do to expedlte the matter
s,  We have a Mr., Doollug hwero, who wenpregents the contractor
and we also have My, Owens here, who s the Clvy Eoglnoer,
who might be able o anvwer any questions you gmmﬁi@m@u
uwlisht have concernilng the plans of this City bto ugoe that

Moenel ares ap wodl as bhiy reasceas Jor Lo seltehing ol Ghe
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land down there,

CHAIRMAN PEIRCHE: Mr, ward, normally matters of This
charactver arc processed by our technical stallf before they
are presented to the Commlsslon. Now, thls mornlng nefore
Governor Powers arrived, Mr. Kirkwood and I spend some tlme
wlth Mr. Hortig and reviewed thls matter pgenerally. I
knew nothing about it until I received thlsc letter last
Thursday, I belleve L1t was. I ilndlcated to Mayor Christopher
in a telegram and the lebtter that folloved that the Commissio
was meeting thils wornling here- iln Los Angeles and 1f he

c¢eslred to have representatives appear, maybe give us

vwackground informatlicon, that we woula be glad to hear his

represchtatives.  You three gentlewen are here in that
regard,

Now, I an of the impression, since I talked with
Mr. Hortig, that there are a great many complicated details
invelved in this proolem, and part of them involve legal
complicaiions whlch wilil hoave To e reviewed by the Attorney
Genaeral's Oflce andg o report frowm the Attorney Geneial
will have to bhe procurec belovre we can proceed with any
formal sale or transfer ol the State's interest 1In this
aropeprty under dlscussion,

At this tluwe, My, Hoetlg, what ls your wivice
with pegpect to how this wmabtter should e hondled? Ho
S0 not N alny posililon bo take any acetlion tLodoy, we wrie

meraly vecelving backpround loformatlon: 1o thot oot tiucy

N
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MRk, TORTIG: That is correct, Mr., Pelrce. The mabier,
ag My, Ward indleated, LU 1o under a¢tive congilderatlion

by the Stalf. I night suggest that Me. King, Depuly
Attorney General King, might give the Commiszion a very
brlef outline P the status of the matter lnsofar as the
attorney Gensral's CfLlee 1s concerned. I believe that
would complete the pleturn ingsofar ag it can be presented
today for the inforsatleon of the Commisslon.

MR. KING: M. Chalsmen and membeprs of the Commisslon,
thic matier Ls now peing consldered by the San Francisco
Qffice of the Attorney Gencral and certaln propesals vere

submitted by Mr. Doollng and I assume Mr. Ward also,
reprasenting, of course, the contractor -- Mr., Dooling
representling the contractor. These were submitted in an
Iinformal way ©o our office, and alter » review 1t was

found that there were legari complicatlons that would have to
ke overcoms before our office would be 1n a position to

recuomnmend to the Commiuslon it would de lesally feaslble,

.

At fthe present tise the Stoiube, which 15 the Hunters

[

Polnt Reclanoblon Aoy, ¥ wrnder waview wy o menber of

the ofPice, and ot tie presont tlme, i L have lndicated,
the oroposal wnieL g hean wwumLLLgu from all appearances,
Lhore are cevtaln Lepal diddiculties, and I bellave 1t was
sussested o Mr, Doolling that they bo pesubnltited in a

NI U L PSRRI VT SR < BT SUCYE U SUDIE SRR S F 8 PO e ey o TR T
divdovent Seoram. L o Chiindks ehsb 4o the stotun of the cupe tu

3o A PP o P I By o oy an gon Ty s . - BRI SR SE R S0 T E L S N | .
Clay prcocnc Ulme.  Moow of tha Jogal aiidiouwlblies rovolve
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arounu the constructlon ol the Statute which has been
relerved to you. The date of the evaluation ralses some
guestion; there ls also a question with respect to the
sheer QOMSLL:&ﬁlOﬂ&LLLy of the transactlon., Thig 1s
presentiy under revlew by our ofillce, and I expect there
will be an Indication from the office within the very near
future. I will be happy to answer any questlons which you
may have.,

GOV, POWERS: As I understand 1t, then, this is a
comﬁract that 1s to be entered into between the City of
San Francisco and the State of Callfcrnia, and you have

also an individual mixed in there, a Mr. Harney; is tThac
right?

MR. KING: Maybe I sheuld clarily that, Governor
Powers. The proposal submltted to the Attorney Gensval's
Of'fice Indlcated this would be a grant conveyance by the
State Lands Commlssion to a priveate pafty, to wit, Mr,
Horney., This ralses ome of the complleations, as I stated
today, trom & lopgal point of view, as under Artlcle 15,
Section = of The Censtitution, Stute londs located within
2 miles of a c¢lty cannov bo conveyed, Now, there are
certuln problems palsed thare wilch wmust hé resolved
vefore our offlce would bo din & gositlion to ilndicate that
woula be a legal and Leasible propositlon, but tho
transuction would Lole olace, o proposad, would o belween

EMET . DERUTIY S S i e TTe Y
|9} h.‘«;ﬁ n.:Lu"..U wl.'(a»‘hll‘u‘:‘»‘} \J QhLiilaon o n el G o {.‘“.5.1.‘ f I.{\',m-l.zﬁl‘w},‘;f ‘
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GOV, DPOWERS: The City of 3an Pranclsco lsn't in on
this?

MR, KING: Isn't in on this transaction at this point,
that Le sy understanglng.

MR, WARD: I might answer that, iLf I may.

CHAIRMAN PEIRCE: Mr. Ward,

MR, WARD: The plan calls for Mr. Harney to comblne
and amass this piece of property and convey L1t to an
actuald nonproflt corporaticn, and that nonprofit corporation
willl convey in fec to the CLty and County of San IPranclsco
the land in question, not only the land represented by
the City but all of the prilvately-owned land on that map,
so ultimately the title of everything goes into the City
and County of San Francisco, but the land ls subjected to
paying off the debenturs bonds that are necessary to
develop 1t, so that the City does not reallze anything in
the way of a profit, if there is such a thing as a profit,
untll all of the obligations of the developument of the
stadium and parking areas, ete., are paid off, includiling
the £75,000,000 worth of Clity bonds which will be used for
o pood portlion of the development of the stadlum. The
@b, 000,000 debenture bonds for pwivaté development must

IS

@l be pold off?, then the matter ol proflt of the operatlon
e turmed rer entlrely to the Ly L Sa
e turned over entirely to the City and Counly of Sun
Proncleco, Tt Lo oo plan which has veen followed Ln Suan

francleew, you ey not be Jowllicr with 16, bubt in the

Pt
ki,

MMM N
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FLLth Division Btreet Garage Plan, which 1s presently
nelng operated, the same type of plan, TForbtunately there
we had no tidelands involved, so we had vo tideland prohlem.
But Lt Is the same procedure, transfer of the land to a
private owner, then to a nonprofit corporation, and then
It will be transferred In fee to the City. The City owns
the fee, but has r;ghts to profits or income from the
Land untll @ll the obligatlons and debenture bonds and
all other type of bonds are pald off. Ultimately the
City pets the fee clear, but they dontt get the income
from the use of the fee until all the other obligations
are pald off,

MR, KIRKWOOD: Moy I ask, Mr., Chalrman, is 1t the
opinion of any of the legal brains represented here that
some affirmatlive acts Ly this Board at thils time would be
helprul other than just direction to the Stalf to expedite
this as much ag possible? Is there anytinlng?

MR. WARD: I tnink that all we asked was that the
amatter be cupedlied, 1L The Honorable Counmisslon saw £LT,
although the Comndsslon Stoll ava expedalting LU, That was
what the Mayor had in mind in taking it up with the
Commission, tha the Commisslcen direct the Staff to
proceed with 1t, and 10 there were any reasons oy it
pelng held up, that would cllminate that voason, A I

Guy , our declings with the Staefll Ilndicate thele Lo nothing

holdlnge it sraont Aot w1 L
wing it up, emcept JUST Slae ano thoe oettor of preps rdns
24 ol b me ek )

H
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1 | the necessary opinlong by the Attorney Genewral, and vorking
2 | out the detalls on the proposals that have been made, the

8 | informal propogal that ha; been made by Mr. Harney.

4 MR, KIRKWOOD: ©No actlon today can help clear any

5 | of the hurdles?

6 MR, WARD: Not that I know of.
7 CHAIRMAN PEIRCE: There can't be anything more than

8 | the order of the Commission that the Staff in co-operation
9 |w’'th the Attorney General's Office do everything posslble
10 | To expedlte the working out of & plan that ls bothh legal

11 [and feaslble and to the mutusl interests of the State and

12 | the City of San Francisco.

13 Is there anything more in coanection with this

. 14 | at this tiwne, Mr. Hortig?
15 MR, KING: Mr. Chalrman, 1 I may, I would like to
16 |indicate only for the record the matter has come to the
17 | attentlon of the Attorney General's QLflce for perhaps
18 | & period ef thres weeks, and we have been giving it full
19 | attentlon for that pewviod of time, giving Lt attention at
) 20 ; the present time., Secondly, I Just want to emphaslze for
»ﬂﬁu»‘ 21 | the purpose of clarity, of courée; i3 whether a grant as
) 22 | eistinguished from o lease would ampslst the matter. This
23 | 1 Just one of thne cemplications which have arlsen.
” 24 CHAIRMAN PEIRCE: ALl »lght. I there ls no objectian,

|
| ks
| e 25 | 80 wlll be the ordev,

26 MR. WARD: Thanik you very wmuch,
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CHAIRMAN PEIRCE: Mr. Hortig, anything further

come before the Commisgion?

to
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M, LEQVY: Item 23, was that covered?

MR, HORTIG: There are two more ltems.

MR, LEQOVY: Ifem 23, was that skipped?

MR. HORTIG: That hag not yet been considered, Mr.
Leovy.

CHAIRMAN PEIRCE: Proceed with the agenda, Mr. Hortig.

MR. HOKTIG: Page 59, The Commission has already
taken action today with respect to adoptlon of the amendment
of the Rules and Regulations relating to the conduct of
submarine geophysical exploration permits by amending
Regulation Section 2300(b), which will require such permits
to be obtained for all drilling regardliess of depth beneath
the ocean floor. This type of geologlcal exploratlon and
submarine geophysicali exploration by the seilsmograph method
have been the only exploration technigues which have been
authorized under permit issued by the Commission, and these
are also the only specific techniques considered by the
Legislature during the adoptlon of the Cunningham~Shell
Tidelands Act of 1Lubxm, and amencuents thereto,

The Division cf Lands hag recelved applicatlons

requesting permits to authorize the obtalning of shallow

ocean~Lloor saupies through the opervation of an instrument

nown as a "aart" wand for o form of gonle geophysical

explovation known as the "sono-probe'. The proposed

L

operations are tue of @ hout of geophysical and gseologlond

tochniques which could be oporataed fop guevey and explorstio
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Cpurposes on aad over the tlde and submerged lands. In

addition, there are geophysical instrmments which can be
operated from alrcraft flying over the tide and submerged
lands. The impracticablility of supervising and controlling
gucn operations under permits from the State Lands Commlissilon
regsulted in an inguiry to the Office of the Attorney (General
as to whether the Commisslon has the authnority undaer the
Public Resources Cocde to speclify limited types of geolsogilcal
and geophysical survey techniques for which permit will be
required. An opinicn ol thut was allirmative, and there-
fore it 1lm suggested that the Commisslon initiate and
consider modification of the Rules and Begulations to

provide that explorcetion permits will be required on

S

clde and submerged lands oniy for geophysical exwploration
by the seismograph wmethod and for zeological exploration
through drilling cgerations, and it 1s so recommended,
The matler has been dlscussed by indusbry. We

o ey o pin, o awan . . s O U TR O W N T e T |
are not aware of auny Qi JCCTLON TO Ty Proposan,

CHAIRMAN PEIFCE: Any objectlons to this recommendationd

M. Leovy, Gu you heve angy ovjection?
MR, LEOVY: No, we are in favor of 1b,
CHAIRMAN PuInlCHx: Allwzipht, sentlemen, your pleasure?
GOV, POWERS: I move wo accept the socommendatlon of
the Stafll.
Mit, KIRKWOOD:  Soconc,

CHATITUMAN PEILCE: T has boen woved oo oleocnded, and
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the recommendatlion Ll approved.
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MR, HORTIG: Page 41, gentlemen, and foliowing are
t he dlecusslon and proposed budget whlch of course will
be submitted to revliew by the Departuent of Finance,
budget conferences, to be held subsequentiy. The proposed

mo

Support Budget for the 1958-59 filscal year represents a

.6 per cent or $%,401 increase over the current year's
budget, arising primarily from the recommendations fon

the addition of three pogitions, whilch cost is affset

by decreased estlmates of op@rating agxpenses and equipment
required. The three pogitlons which are recommended, for
which specific approval is desired, are the additlon of

a Senior 0Oil amd Gas Engineer fof the Mineral Résdurces
Sectlon, and Assistant Mining CGeologlst fox the same
sectlon to work on she obvious backlog and increased woric
load in that section, as well as the addition of a senior
typlest clerk for the Sacramento lands sales and records
secetlon lao order to assist wlth the backlog ln processing
iand sales transactlons which are accumulated there, It

is recommernded the Commlssion approve the proposed budget
for the [iscal year of 1U50-59 in the total amount of

PpOTY, 100, inclusive of contrlibutions to the State Employ:aes
weblrement Pund. The approval is to be subJect to the flinal
raview and approval of the Departwment of Rlnance., And in
conneetion with the approval of the pudzet 1t 1s recommended
ppeclileally thot the Commlssion approve the egtebllishwment

of the threo positions, addlitlional positions of Senior OLL
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V] and Ges Englneer, Assistant Mining Geologlst and Senlor

2 | pynist Clerk, and spprove the continuance of the following

§M%QQ~ 3 | pogltions on a permanent basis, Junior Counsel, Executive,
&i \ 4| and Intermediate Stenographer Clerk in the Adminlstrative
o 5 | Section.
N 6 CHAIRMAN PEIRCE: Does the recommendatilon meet with
»Qlf%, 7| your approval, gentlemen?
o 8 GOV, POWERS: As far as I know anything about it, it
;%; ‘ 9 | does.
# 10 MR. KIRKWOOD: It 1z the farst I have seen of 1t.

1|71 think 1t is amazing that we can continue %o operate with

o 12 | no greater expansion of %lis, John. I Ao want to take a

,5qli 18 | look at possible reorganization on top~level positions
e 14 CHAIRMAN PEIRCE: We have to get this in a motion so

15 | that a budget hearing can be held within the Department of
16 | Winance. My offhand comment 1s that the budget appears
171 to be very censervative, in fact, this Is the {irst budget
18 | I have seen this yony go far wlth such a small increase

3.

19 | over the preceding year., It appears to be 1In order so

) 20 | faar we I oam concerned.  After wll, Mr., Hortipg has to live
5 21 | width 1t; it is hils recoumenuatlion.
) 22 GOV, POWERS: It can be changed.
23 CHALHEMAN PEIRCE: Yo, 1t cun bo changed
- 2 MG, KIRKWOOD: T move it.
Q' 25 GOV, POWERS:  Stuonddaed,
26 CHATIRMAN PEIRCW: ALl sipht, the budget iys aoproved,
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M, Hortiy.

That concludes the formal agenda., Now, Mr.
Hortlg, do yeu desire that we take up at this time the
guestion of wyour status, or do you desire or do you
recommend that we hold this in abeyance untll the next
meeting of the Commission? What is your recommendation
in thils regard? Do you have any pirovlems that you would
like to discuss with us?

MR, HORTIG: I would leave the congideration of that
te the Judgment of the Commission at thisg time. I would
be eminently satisfled to have the Commisslon make a
determination at this time, or 1if they wlsh to have time
for further conslideratlon and pogsliblza discussion, that
would be perfectly all right. I0 1t would be deferred,
why, that would bhe satisfactory with me also.

CHAIRMAN PEIRCE: I have dilscussed tnis only briefly
with Mpr. Kirkwood and I hoaven't had & chance to tall to
Governoyr Powers about Lv, I know that our rather general
thinking has been to give conslderation to the possgliblility --
LY possibie, make cortaln evearraengenents of the Exccutlve
Staff of the Lands Division and the Stai'l of Ehe State
Lands Commiuslon, and 1t may be That we should study this
2 L1ttle wmowve carefully before we maxe o declslon. Now,
we hove beloze s the alternatlve suspestion entlined by
Mr, Hootiyg, ood I hove vlocussed theoo oibopustives belel iy

.
!

LU Diing o ano whot Lo yotue Jeollog, Dobw Doogou have any
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)
thought with respect to vaklng action at thls time?

MR, KIRKWOOD: I don't know thut we can take act!lon
at this time. I Jdo think that we owe Lt to ourselves and
owe 1t to Franik to bring thls up and come to a decilsion
Lfalriy quickly. I haven'!t had a chance to look at this
suggestlon here and to perhaps understand the signlfilcance
of 1t, hbut I do feel that Frank needs some help at the top
ane that we need to take a loouk at where we awre golng. And
I think the tidelands situation has become such a major
part of the whole process of this Commlssgion that 1t needs
to be congidered as to whether that whole Staff relatlonship
should contlnue as an appointive position, unless there are

real reasons or very valld reasons why under our particular

c ircumstances it is deslrable to approve a change. I don't

thilnk that even any actlon we can take or even changing
the law would prevent a future Commission from coming in
and saying that the executive ~Lficers should be examlined,
anc as I undeprstand 1€, 1f you were moved up into the
samne hosltlon you wouldd still have your Clvil Sarvice
rlehte and be able to step back Into 1o at any tlwe sven
LDoan atbenpt were wade to change that.

MR; HORTLG: That is correct, sir.

I might coument in that rvespect, that these

gugeestlons belore you were not with rospect to any ordern

of necesuity, bub rathoe were sinply o cunmary of the

EN o gien ey o PO a T e T st FPR Y 1 - o e R PR I -
sliternat lves thiat hoad Leon cugpostoed thot woiw pouslble,
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MR, KIRKWQOD: T know in talking to you, I mentioned
my feellngs and the problems as I saw them, and asked that
you bring to the Commisslion some alternate suggestions and
let us think about themn.

CHATIRMAN PEIRCE: I would suggest that in view of the
labencss of the hour and the lack of opportunity we have had
to dlscuss thils even informally that no action be taicen
with resgpect to Mr. Hortig's status untll the next meceting
of the Commlsslon. In the meantime we can review this
memorandum and we may individually or ceollectively have
on opportunity to discuss this matter with Mr. Hortig
in further detall before the matter is formalized at a
regular meeting of the Commission.

Does that meet with your approval?

MR, KTRKWOOD: It docs with me.

GOV, POWER3: Yes,.

CHAIBMAN PEIRCE: We will defer action on this until
the next meeting, and in the mesntime we will explore the
devalls further and work out & proper actlon.

MISS STAHL:  What avout the next woeting date?

ME, KIRKWOCD: We better plck 1T,

CHATRMAN PEIRCE: How about you pickiling the next
nmeeting dave, going through our respeetive secretiries
and decldling on the datey

MR, HORTIG: I will proceed with Chot lumediately.

CHATERMAN PRIRCH:  Tory woll,
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MR. HORTIG:

the first twe weeks of Novemben?

CHAIEMAN PEIRCE: Yes,
MB, KIRKWOOD: And will be in

MR. HORTIG: Yes, silr,

It will, of courge, preferably be in

Jacramento?

(Whereupon at 1:08 o'cleck p.m. the

meeting was adjourned.)

90
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CERTIFICALE

I, Carroll 5. Blodgett, H=aring Reporter, do
hereby certlfy that the foregoing is a full, true and
correct transcript of the stenographic notes taken by
me on the date hereinbefore specified, and that the same
is a full, true and correct record of the proceedings
had before the State Lands Commission of the State of
California. |

Dated at Los Angeles, Californila, on theJQE:iday
of October, 1857,
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