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MR, PEIRCE: The meeling will come to order.
I want to give recognition to the presience of ouvr two
consultants, DocﬁorkKaveler and Mr. Wanenmacher' and I
believe Assemblyman Hanna is present and Senator Richards)
We are glad to have both of you members from the Legis-
lature here -~ and feel free to participate in our dis-
cussion. I believe, Mr. Hortig, we are now ready to
proceed with the agenda; Will you take over, please?

MR. HORTIG: ifr. Chairman, the first page of the
agenda following the cover sheet, entitled PROFJSED OIL
AND GAS LEASES -~

On February 11, 1958 the Commission directed that
the staff review the bases for issuance of olil and gas

leases with members of the Assembly Judiciary Subcommittes

1 3%4

on Tidelands and with representatives of industry and to
present final analyses as to recommended olil and gas leas+
ing procedure to the Commission. A complete review of

proposed oil and gas lease terms and conditions was held

g

February 26 and 27, attended by four members of the Assem-
bly Judiciary Subcommittee, thirty-six industry repre-
sentatives, and State Controller Kirkwood.

As you gentlemen know, a copy of this transcript wag
transmitted to you previously. The btranscript was also
submitted to the office of the Attorney General, together
with proposed form of oil and gas louse, as a basis for

the form of the lecase and requicite conformance with the
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differences with industry recommendations -~ are in

. _ | l

provisions of Division 6 of tﬁe Pullic Resourzes Code
Additionally, an informal opinion was requested on four
proposed lease terms developed in the staff review. Copy
of this is attached as Ixhibit A and the pertinent portions
of the opinion are reflected in terms and conditions of
the proposed lease form as it is being considered by you
gentlemen this morning. A proposed form of oil and gas
lease wihich has been approved by the office of the Attorndy
General in conformance with Division 6 of the Public He-
sources Code is attached as Exhibit B.

Substantive differences with the recommendations by
the Commissiont's speciul board of .consultants are outlined
in Exhibit C attached - and I night comment at that point
that there are no differences in the leuse form from the
consultants?! recommendations except as to two items on
which it was not clear there was a legal basis for the
Commission to include them, therefore.they were the only
ones eliminated out of the entire scope of recommendation
by the staff.

Similarly, the scope of industry recommendations --

Eachibit D attached. These differences are with referenck
to a form of leasc form presented by the Western Oil and
Cas Associlation, which was the frame of the discussion
Februwry 206 and 27. At the moment these ar: gtill of

historical intorest ag bto the transitions the form of leask

™
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has taken. They do hot diredﬁly include all the remain-
ing»differences here, if any, with reference to the form
of lease discussed this morning becaitse there has beeu
informal discussion since that tabulation has been pre-~
pared.

Therefore, it is recommended that the Commission
approve the form of lease attached as Exhibit B as the
basic lease form to be issued on oil and gas leases pul~
suant to Section 6 of the Public Resources Code.

As you gentlemen are aware, representatives of the
industry are here numerously this morning and are prepared
to comment; and I see IMr. Home, who was the chairnman of
the special subcommittee of the Western Oil and Gag Asso-

ciation, which group have certainly labored long and dili

£ 4

gently with the staff of the State Lands Commission in
attempting to arrive at an equitable, workable, practical
lease form, which are the criteria we believe are incor-
porated in the draft before you this morning.,

MR, PEIRCE: MNMr. Hortig, may I ask, before e call
on represaeitatives of the industry, whether in yeur judg-

ment ic¢ would be in order to ask for comments from our

Ud

consultants with regard to the lease form as it now standp?

MR. HORTIG: I believe it would be very much in

order. We would appreciate their concurrence,

MR. PHIRCEZ: Iow, for the information of all concerped,

we have retained two nationally racognized consultants in
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the field of petroleum engineéring and petrbleum geology
and they have met with us several ftimes, and they have
advised us with respect to the steps we should take with
regard to carrying out the law regarding tideland oil
development; and again these two gentlemen, representing
thelr respective firms, are with us, and before we get
into a discussion of the lease form which is now before ug
and which if adopted by the Commission will serve as the
guide in carrying out our future leasing program, I would
like to invite them o make any comments that they may
desire to make before we proceed further. Dr. Kaveler,
would you 1lf e to say somethwing in regard to the lesse
form as it now stands?

DR. KAVELER: Mr. Chairman and gentlemen of the
Commission, I haventt read this final draft through but
it is my understanding that Ixhibit C reflects the three
points involved in the consultants?! recommendations whi:h
could not be adopted for legal reasons, and with that
understanding it is my opinion that the leasz form as
drafted by the staff and recommended to you is to the besty
interests of the State and I would join them in recommend-
ing to the Commission that it be adopted.

fR. PEIRCLE: Senator Richards.

SENATOR RICHARDS: Mr. Chairmar, may I be heard very
briefly at this time f£rr one reason? I think perhaps be-

fore the rest of the testimony from your consultants or
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the rest of the industry, pré and con, there is one small
problem that may have been met in your mind, but if it
isntt should be brought to your attention., I apologize
to Mr. Hortig for not taking the opportunity of disecussin
this before coming o you. On the other hand, I didntt
have that opportunity because only now did the lease form
come to my attention.

I note the Attorney Gereralts opinion on which your
action is predicated is dated March 28th. As vou know,
the Legislature is now in session and, therefore, through
no fault of anyone here, there might be something that
might affect your lease forn.

I call your attention to Assembly Bill 5 by
Assemblyman Grant, representing the City of Long Beach;
and Long Beach, as you know, is my territory and I carry
it in the Senate. Asseumbly Bill 5 has been passed ahd
is now out of the Senate. A. B. 5 has to do with the
matter of subsidence to the extent that subsidence has %o
do with oil extraction. There may be some quick answers
%0 this, but I do think it should come to your abttention.

In your present lease form, on page 1 thereof, you
have first the matter of referring to the two contracting
parties, the lessee to be designated in the future and
the lessor "acting by and through the State Lands Commissi
sometimes hereinafter called the State...?  Throughout

the entire document we assune, of course, that the Land

2
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1} Commission is the agency actiﬁa on behalf of the State as
21 a conbracting party, which would be normal. Or the other
5 hand, there is potential conflict, which is pointied sut
4| more clearly when you get over to page 21.
5 Page 21, paragraph 10 points out that the State w=-
61 and it has already been indicated that the "State m eans
7 the Land Commission -~ reserves and retains the right when
8 it receives any evidence of subsidence of the surface of
9 either the leased or adjacent lands to determine that any
10 or all omperations of this lease would or might cause sub~
11| sidence. In other words, the subsidence question is lef%
12 to the State by and through the State Lands Commission. |
13 This is again emphasized on the next page, top of
14 page 22, in subsection (1) -~ that "such determination mat
151 be made by the State Lands Commission ..." and what I
16 wish to point out: When AB 5 becomes law, the question
o becomes, the question of subsidence becomes the responsinf
18 bility of the Supervisor.
19 MR. PEIRCE: May I ask br. Hortig to explain the
29 changes in Section 10 that might be affected? dre you
2L reading from Section 107?
R2 SENATOR RICHARDS: Yes.
25 LR. PEIRGE: TYou are referring to Larch 28th?
24 SENATOR RICHARDS: March 26th was the date of the
25 opinion. This action Xollows the opinion. And the approyal
20 of this lease form, unless I am incorrect in roesmard to thp
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conflict, should not be made until such time as Mr. Hortip
and the staff and the experts and, certainly, the (ommig-
cion itself is satisfied that a conflict does not exist

and no vitiation world occur in your contracts. Unless I

am mistaken, I think there ig a clear, statutory conflict.

I don't thimk it would be any problem to correct, but I

dontt think you should give approval until you are satis~

fied there is no conflict, because I am familiar with AB 4,

the way Zn which it was passed.

MR. PEIRCE. Thank you, Senator Richards. UIr. Hortig,

would you like to comment on Senator Richardst! comments
before we proceed?

MR. HORTIG: Yes, Mr. Chairman. My comments will
not go to the legal complications potential, on which the
Senator is certainly more qualified to speak. Certainly
I speak without specific advice from counsel. However,
the practical problems of the situation were considered
by the svaff, by the industry representatives who worked
with the staff, and by the office of the Attorney General
and the criteria that led to the conclusion of adopting o:
recommending the particular lease form which is before you
in the face of the existence of AB 5 were as follows:

One: As ef today, Assembly Bill 5 has not been
signed by the Governor. e do not have a statute before
us with certainty that could be considered as to its

application.

J

T
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Second: A® 5, at least in its fundamental presental-

tion to the Legislature, was presented on the basis that

it was necessary to ald the City of Long Beach in conunec-

tion with solving an actual, existent subsidence problem.
There are no other“coastal\fields»within the State of
California within the-scope of AB 5, to which AB 5 would
apply todays therefore would not apply to any new leases
being considered currently. That is, as of today it woul
not apply to any new lease belng considered currently,
nor does it have any application, in fact, to the other
leases which the State Lands Commissionhas heretofore
adopted.

Therefore, our leases being considered this morning
are no aifferent than a numbker of leases already in
existence, to which the problem of AB 5, which it should
become law, must be resolved. In the light we see it,
in both the physical and legal circumstances as they aris
at some fucure date, and they may never arise, to that
extent we feel our new lease formm is no different as to
whether AD 5 may have tc be studied in the future; althouj
the probabilitiss are rabher remote, in view of the now
thirty-odd years of tideland oil fields in which the
Commission by inheritance has had no subsidence problesus,
on lands to be offered under this particular lease form.

It is our understanding that the normal bill report

to the Governor, which the Attorney General malkes, has no

je7)

th

——
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yot been completed nor submitted to the Governor by the
office of the Attorney General. Therefore, the staff did
not feel that we could properly consider the area of

application and what factors of AB 5 might be applicable

T IR & SN & T

to this lease, so these leases are perhaps entirely

()}

independent of the framework of AB 5, to be operated in
7 | whatever manner the law might provide in the future.

8| If AB 5 does provide amendments that have to be applied

91 to these leas2s and other State leases in the fubture, thig
10 { we won't know until we have subsidence in fact ~~ which ig
1l | & condition precedent in qualifying an area under AB 5.

12 iR, PEIRCE: Would it be premature for the Commissior
13| to proceed with the adoption of this lease form without

14 | knowing whether AB 5 will bescome law?

15 MR. HORTIG: I was going to suggest that I would

16 | appreciate a statement of opinion from lir. Shavelson, and

17 | also from possibly the Western Oil and Gas Association Sul
18 | committee. At the present time, from the operational stard-

19 point that in view of the fact that AB 5 covers general

20 authorities, does not specifically relate to State lands
2l | s such, and from our prior operating experience its

22 application will probably be a minimum in the future, we
25 woeuld be in an extremely difficult position at this time
241 o attempt to forecast just what AB 5 is going to do with
=5 respect to any oil and gas leasing operations; because,
26

again, the particular factors related to a subsidence
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qib 1| factor in the future are elemonts which will be reviewed
o | under AB 5, and debermining the applicability of AB 5,
3 | having no condiltions under which to evaluate the conditior
4{ of AB 5 until we do have subeidence, it appears to be
5 | extremely difficult ~- at leagt it appears to me to be
g | extremely difficult ~- to determine what language would
7 | cover the same type of lands which are already under operg
8| tion and already under lease and have been for thirty
9| yvears.
10 MR. PEIRCE: Mr. Shavelson, you have heard Senator
11| Richards! statement and you have heard lr. Hortigts
12 | response and appraisal in regard to the status of Assembly
13 | Bill Nuwmber 5, which is now awaiting the Governorts con-
14 | sideration. ¥Vhat are your comments in this regard?
15 Re SHAVELSON: We, of course, knew of the status
16 | of Assembly Bill 5 when we wofked or. this lease. Itts
17 | my personal feeling that it is proper for the State Lands
18 | Commission to reserve some degrec of control. This Sectio
19 | 10 vests in the Tommission the power to suspend production
20 | immediately on proper notice, to take very prompt action t
2l | stop production in those situations where there is liable
22 | to be damage onshore and there is possible pecuniary damag
83 | to the State. I have read 4B 5, but it is an extremely
24 | eomplicated thing and T don't want to represent that all
25 | of the ramifications are embodied in any statement I makoj
=6 but, generally, I think that the Division of 0il and Gas
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has reagponsibility to protedﬁ the public against subsidenc
whereas the State Lands Commisgion hag an obligation to
protect the State against any possible pecuniary liabilit:
that may result out of a lease of tidelands, and I think
the responsibilities are not exactly the same; and for
that reason I think that this provision i1s proper, even
if Assembly Bill 5 does become law. And, of course, as
Mr., Hortig pointed out, we have many, many preceding leasc
and to the extent that they are going to be affected by
Assembly Bill 5 they are going to be affected anyway; and
for those reasons I think this provision is proper at
this stage.

MR. KIRKWOOD: 1In other words, since March 28th,
the date of the A.G.t's opinion, this has been reviewed by
the stalf of the A. G.'s office, having in mind the opera-
tion or possible operation of AB 5, and this seems a

o e 009

proper lease form. Is that

IiR. SHAVELSON: Yes, except that I would hawve to
point out that we were under a very stringent deadline

in approving this lecase and we did a tremendous ariount of

worlk on the lease itself and the thorough study of Assembl

Bill 5 was not possible in this time. I have rsad it,

but haventt made a thoroush study of it.

MR. PEIRCL:

kR. HORYTIG:

Mr. Hortig.
If I may add on ‘that point ~-~ and this

r. Shavelson is thoroushly familiar withh ~-~ and 1 think

B ey
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it has not been stated -~ In the course of considering
appropriate language for this specific Section 10 of

Exhibit A of the lease, there was a period in the develop}
ment where there were actual references to Assembly Bill
5 in the proposed language, but because of the uncertain-
ties of ...at actually may be gained by Assembly Bill 5 ang

uncertainties prior to the time that the Attorney Generaltfs

0 ~N O O O K’ N M

Bill Report has been made, and the limited probability

9| that in any event Assembly Bill 5 will actually be applic

by

10| able to any of the State's lands, the provisions here werg
11| re-~cast to give the protection for the featuree which, as
12 | Ir, Shavelson has alr~.dy pointed out, are probably pecu-
13 | liarly the responsibility of the State Lands Commission

ﬂ!’ 14 | and in such form is intended to not conflict with whatevey
15 | application of AB 5 may ultimately become necessary as a
16 | matter of the actual statutory nature of AB 5.
17 lR. PEIRCI: Senator Richards, vou have heard this
18 | discussion. Mow, in the light of it, what are your commernfts?

19 SAENATOR RICHARDS: Iight I say, gentlemen, in the

20 1 first place, I agree with substuntially all of what both
2l | Lr. Hortig and Lir. Shuvelson have said to you. I, howeverl,
22 | feel that in view of their same statements, there should

25 | nave been -~ aud tiat was sy sole motive in coming hereg --
24

presented to this Commisgslon the potentiallty of this wvery

25 | conflict. I call to your atbention, since both houses
26

have passed all 5 it is more than simply uan ides in Leilng

Wyl
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it 1s more than 2 wotential statute; and if the Covernor
should sign AB 5 this week and in ninety days it becomes
statute -~ and this is approximately the time your leasing}

forms are an actuality -~ you then have before you that

a » W} DN

existing conflict. I would, therefore, present a legal

idea of necessity of review of that potential conflict,

i

in view of the clear fact that AB 5 does subject the deter

o N o

mination of whether or not subsidence exists, coupled with
“f' 9 | three alternatives if they do so determine, coupled with
. 10 | the potential of unitization. The prospect that any one

11| of these companies and the State would reconcile themselve

Ui

12 | to what appears to be a conflict in the lease form proposefl

ad

13 | by the Attorney General, I think there is no great difficulty

{ iI¥; 14 | in meeting; but I think it should be looked at, and if in

‘ & f‘ 15 | your sound judgment ...

o le There certalaly was no motive in AB 5 to cause delay
17 | in lease forus. It simply happened because, as iir. Shavelfpon
18 | pointed out, it is a complex statute and does not cover
19 | just Long Beach, but the entire State of California, that
20 | T think there iz this legal problem that has to be faced.

21| I think Mr. Hortig is quite correct that in terms of
22

3

practicality, there would probably be little or no applica.

23 | tion beyond Long DBouch, but it is there and the law clearl;

he]

24 | subscribes the authority to the Supervisor and this lease
25 | forn subscribes it to the Lands Commission. I would be
26

just as willing to give it to the Lands Commission as bthe
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Supervisor, but you can't leave it to both. I think you

have to have an interpretation. Until it is solved, therg

is a practical conflict that hasnt't been surmounted and
that is all I want to bring to your attention, to decide
as you think best.

MR, PHIRCE: Thank you, Senator, and I will say
before we conclude this meeting consideration is going to
be given to the points you have raised and any other
points raised, because we don't want to make any mistake
on any action taken this morning. Mr. Hanna -- Assembliymg
danna.

ASSEMBLYLMAN HANNA: I simply want to clarify some-
thing Lir. Shavelson said. Did I interpret out of one of
your remarks, Hr. Shavelson, that you tihought perhaps the
situation Senator Richards might describe -~ we might have
within the lease form and within AB 5 dual jurisdiction
predicated on two different types of responsibility insof%
as subsidence is concerned?

IR, SHAVELSON: Yes, that was what I stated -~ the
two agencies I felt had slightly different regponsibilitie
in regsard to land leased by the State.

ASSEMNDLYMAN HANNA: If this were in fact the case,
there would be pogssibly no conflict, but simply we would
have sonetimes State and Federal rule overlapping in juris
diction of these problems?

e

Mte SHIAVELSON: Yes, and to the exbent any conflict

l"l

S
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wonuld develep, I think certainly the statute would govern
the lease provision.

MR. HORTIG: ilr. Chairman, if I may, so that we keep
these things in context on a particular point =-- if I
understood Senator Richards! primary basils correctly, tiis

actor of possibility of conflict was always recognized angl

was congcidered and the provisions of Section 10 were draft

142

in the hopeful attempt to meet the question without in any

way restricting the activities of the State Lands Commissipn

cr the lessee, but directing them to the point where they
ultimately might be governed by the provisions of AB 5 if
AB 5 did become a law and was actually applicable. As you
recognize, Senator, from your very intimate knowledge of
AB 5, there must be a wvery considerable period of time
elapsed before the condition of initial qualification for af
area under AL 5 took place. It is in that pericd and pre=~
ceding that period, before the things happen that can put
AB 5 in effect, that the Commission could determine to
suspend operations if it were not in the State!s interests
to continue operations, following which resumption of the
operations under this law would then take place only under
proviso 3, as agrced to by the State and lessce, and which
could very well be a progran designated as sutisfactory by
a dtate Supervisor -~ thereby integrating the provisions of
the lease with whatoever criteria might be necessary to be

stated under AD 5.
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As a p.cactical matter ~- this may not be good
legalistically ~~ but as a matter practical, I dontt see
we have any substantial potential future operating conflic

MR. PEIRCE: At this time I want t¢ recognize the
presence of Assemblyman Bruce Allen and Assemblyman Franci]
Lindsay, who are veryv interested in the discussion. They
both came in after we started the discussion. We are happ
to have you with us and will be glad to hawve you partici-~
pate in the discugsioa. Thank you, Senator Richards.

SENATOR RICHARDS: Thank you.

M. PEIRCE: ir. Wanenmacher, do you have any furthe
comments in addition to what Dr. Kaveler stated in connec-
tion with this lease form?

MR. WANENMACHER: Itd like to say we are very please
our recommendations were followed as fully as they were
and wish to apologize that we bumped into some legal ob-
stacles which we did not foresee. I'd like to say that in
all other states a well which is dvwally completed is con-
sidered as two wells. That is one point of differencc.
That prevails in every producing state. In other words,
if a well is completed in cwo different zones, it is cou-
sidered as a substitute for two different wells, as if
two wells were drilled. I ain not criticizing the present
legal interpretation, but merely trying to explain why we
went astray.

PR, PETRCE:  There ls plenty opporbunibty to fo astra

Ga

Y

ﬂ

[4

T
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in a subject as complicated asg this.

ME. WNANEMACHER: Thank wyou.

MR. PEIRCE: T baak you, lr. Wanenmacher. Now, Mr.
Hortig, do you have anything further to say before we calll
on representatives of the industry? |

MR. HORTIG: Not at this time.

MR. KIRKWOOD: Could I ask one question of the con-
sultants ~~ and this 1s on a phase of it that I have
wondered about a little bit -~ and that is on Section 1§,
just as to your impression as to the desirability from the
State!'s point of view as to Section 18, as to how it fits
into our future program. You are familiar with what I am
talking about without taking a few minutes? Are the con-
sultants satisfied with these provisions?

DR. KAVELER: If I may speak for lMr. Wanenmacher andg

myself, Ir. Kirkwood, the consultants are satisfied with

that position becauvse we understand the length to which iy

poes 1is limited by statute here in the State. As you know

the consultants have previously voiced the opinion that

L7

cortainly,in respect to State landg, all information gathdqred

in the drilling, completion and operation of wells should
become publics We understand there is a statutory limi-
tation on the distribution of that information publicly,
but to the extent that the lessee permits any employee of
the State to have that information, I think it?'s an

improvenent over past statutes and we are satisfied with
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it as the law stands today in this state.

MR. PEIRCE: Mr. Kirkwood, have you any further
questions or points to raise before we call on representa-
tives of the industry?

MR. KIRKWOOD: No. M¥R. PEIRCE: Governor Powers,
any questions? GOVERNOR POWERS: No.

MR. FEIRCE: Mr. Allen.

ASSEMDLYMAN ALLEN: Ir. Chairman, members of the
Commission, I am going to have to leave in a few minutes -
just one comment I would like to make before I go. In
looking over this proposed lease, figuring out the way the
proposed royalty scale, sliding scale, would operate, 1
have the personal opinion that the proposed sliding scale
is low. A production of a hundred barrels per well, the
royalty rate would be lS%,(;or example, compared to some-
thing like the Wilmington 0il field, which has a productidgn
of a hundred barrels per days; the State would get less thgn
185 compared to a prospective royalty that the State
profits -- 55% under one lease, 70% under another. I
suppase there are industry representatives present who
will tell the Commission the sliding scale is too high,
but I do have the opinion of my own that this scale is
rather low.

I realige this is a matter of Judgment and it is
very difficult to predict what is the proper scale when
you are leasing land. With that in mind, I would urge th¢

Commission, if you go ahead with this lease and this scale
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proposed, that you do so with caution and judge by experi-
ence.
I would also urge that the Comwmission give some use

to the alternative of rovalty bidding, because while we

g »~ B ¢

are in the dark in talking about what royalty the State
should get on leasing of new tidelands, the ouly way wvou

can find out really what the land is worth in terms of

0o N O

royalty is by putting it up for a bidding and seeiug what
9 | the highest bidder feels it is worth and what the property
fg? 10 | would pay. |

i 11 With that in mind, and feeling that cash bonus bid

12 | does not give the adequate -eturn that we could get with

13 | royalty bidding, I would urge the Lands Commission in pro-|
1iibﬁ 14 | ceading with this to give some use on these tidelands ~
b 13 | including lands that arentt known to be part of producing

16 | fields ~- that the Land Commission gilve some use to the

: 17 royalty bidding, sc¢ we can sec what kind of royalcies the

18 nighest bidder would offer in his own judgnent.

19 IR. PEIRCE: Thank you, kr. Allen. Do you want to

20 | comment on Mr. illen's statement, Lir. Hortig?

21 M. HORTIG: Yes, I should, Ir. Chairmun. With the

22 cxception of lir. Allen's last propesal with rcespect to

23 rovalty biddinz on wildeat parcels, which I should like %o

24 | comment on separately, I can report that the stalf has

25 pivan congilderation and cven reviewed the other poirts whidh

26

bre allen made with (e Allon previously and prior to
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preparing this particular recommendation to the Commisgioid.

With respect to the royalty bidding, previous consideratidn

has been given both by the staff and by the consultants,
with the conclusion that in general -- and this may e

too much of an oversimplification -~ but that in general
probably the only advantageous procadure on the part of

the State would be to apply that to known and proven lande

Admittedly, without knowing ~=--- the eighteen to one
chance‘of never producing any oil isn't going to give the
State any substantial returne. With the probabilities of
a particular parcel producing ~- when it is wildcat and ig
unknown, as the areas which we hope to recommend for leasq
at this time are, when the opportunity for developing
production is so low -- a royalty bid appears to be a relg
tively pocr method of assuring adequate return to the

State on the parcel. Hence tne recommendation that these

parcels which are at this time for consideration be limitgd

to cash bidding.

In the area of proceeding with caution, the
staff will recommend to the Commission that only a limited
number of parcels be considered at this time for lease, tc

which royvalty bidding may well be applied in the future,

¥
3

but certainly rnot disposing of all the State lands wholesgle

under this procedure, in order that we may have that oppox-

tunity for learning and experience as mr. Allen has

recommended.
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liRe PEIRCE: Would wyou like to comment on
Assemblyman Allent's statement, Dr. Kaveler?

DR. KAVELER: bir. Chairman, gentlemen of the Com-
mission, Mre. Allen -- the consultants, believe it or not,
share iir. Allen's viewpoint substantially. We fesl the
State of California should get the highest possible bonus
whether it be dollars directly or dollars indirectly out
of a higher royalty. As Mr., Allen made his statement, I

was struck by this situation -~ you are going through a

very substantial transition period with respect to at lealt

your minerals in this State of California. If I recall

the date correctly, it was only in the year 1957 that per!

T

mits were required for exploration ... Is that correct?
kRe. HORTIG: For core drilling.

DR. KAVELER: Prior to that time it was open
country, open range. Now, the thought you have in mind,
in my opinion, is entirely proper; but until the State
huilds up a backgrc ind or a catalog of information with
respect to those lands, you are far, very far, away from
that critical decision you suggest we should take. Two
or three or four or five years from now, the State is goii
to be in an entirely different situation than it is today|
because it is going to have geological information. ‘The

Legislature has been stepping in lately, whereby it has

been sethting up certain rules. That's one element wou haye

to give weilght to. ‘he other element is this -~ that hig
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hunters, why drill dry holes?®™ Het!'s not getting any busi-

royalties are not, per sé,‘to the benefiﬁ of the State.
I don't think that you could derive much satisfaction if
on a lease with respect to lands not explored -~ and these
lands are not explored to the Statet!s linowledge even geo- |
logically ~- i1f somenne came in with a lease of 90% royalty
You could not, as a result of that bid, feel that the Statp
had fair treatment. Five years from now yo may be pleasefl
that the State took twenty million dollars for the leases
that may be offered here because they may be dry as a bonek
In spite of what one may wish or may read about, you only
f;nd oil by boring in the ground. I have a chap here
(bringing out newspaper clipping) that will tell you where
oil is but you have to spend your money to have him tell
you. That's the situation the State is now in. This chap

(looking at clipping] 916 George Street =~ he says "0il

ness. Now, the only way I know of proving consultation
advice is to employ that fellow. I am not trying to be
overly facetious, but we are in the dark, and it is only
by having drilling on there that we can put in your ideas,
iir. Allen. I think in the second run, the State can put
out leases on the royalty bid. I think the substantial
change that has come about as a result of the Legislative

action is to permit this business of two kinds of leases

22

on State lands. I think thatts substantial and I think ydur

ideas will prevaill later.
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1 MR. PEIRCE: Thank you, ir. Kaveler. Do you have

2| any comment, Mr. Wanenmacher?

S [R. WAVENMACHER: Mr. Allen, we have recommended

4| at first a lease for the high cash bonus and retain some

51 of the lands, and later lease those on a high royalty basis
6| after the oil is founds

7 ASSEMBLYMAN ALLEN: In other words, you are suggest-

8 | ing checkerboard leasing?

9 MR. WANENMACHER: Yes. Now, this meeting is not a
10 | discussion of the poliecy of this Ccmmission in leasing,
11| but a matter of lease form and I*d like to call attenticn
12 | if our recommendations are followed there will be a perioqg
| 13 | when royalty bidding will be sclicited, but this is the
;‘Eﬁ? 14| first stage and we feel that the State should by all means
“’ 15 get all the cash they can on this first step because it it
16 | very speculative. It is not like driliing in the Wilmington
17 | Field.

18 iR. PBIRCE: lir. Allen.
19 ASSEMBLYMAN ALLEN: Mre Chairman, one more thing and
20 | I have to leave. I am not recommending that the Lands

2l} Commission resort to this gentleman's services. I am not
22 | proposing that the Lands Commission delay this matter any
25 | further, but I do feel that the extent to which there are
24 | 0il lands unleased in the tidelands is not so unknown in

25 | the industry as it is to those of us in public office.

281 hearings we had before the 1957 bill was enacted, we
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discovered there was a great rdeal ol coredrilling going
on in the tidelands under no permit and the operators
refused to tell us how deep they were drilling. We do
urge this Commission proceed with thig form, this cash
bonus bidding, proceed with caution. I wouldn't want to
wake up five years from now when the major portion of
oil-bearing lands had been leased and the State is getting
18% royalty where it could have gotten a very much higher
return if we had allowed the oil company with the best
information to bid a royalty. I do think the Commission
has taken a wise action in retaining these consultants
and wish you luck.

tiRe PUIRCH: Thank you, lr. Allen. Now, 1 believe
the vime has come for us to hear from rsapresentatives of
the industry and :ae Paul rnome, chairman of the special
committee of the Western 0il and Gas Associatilon iy here
and we would like to hear from you, wnir. Home.

piite HOwd: Ilure Chairman, members oif the Commission
I would like to take this opportunity to express the very
sincere appreciation of the members of the 3Jubcommittee of
the VWestern 0il and Gas Association for the cooperation
which we have had in trying to arrive at a satisfactory
lease form, both from the gtaff and from the consultants
who were retained by the State. ‘This has been a long and
arduous process to arrive at some semblance of a form that

will be satisfactory, we hope, to the industry gencrally
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and will meet the Statets reQuiremenﬁs;

After our last series ef meetings 1n Sacramento,
the staff published a rough draft of lease form -~ which,
in general, we felt carried out most of the things which }
had been discussed and upon which tentative agreement hafdy
been reached at that meeting. ‘Thereafter, in wreview of
such rough draft, the Attorney Generalt's office brought
forward certain suggestions that resulted in changes in
the initial rough draft, which we felt were in certain
respects wholly unsatisfactory.

Following receipt of that second draft with these
changes or deletions, there was little time within which
to review. We selected the three major points at which
we felfi the lease form had been seriously impaired.

One of thoss was the liability clause. Initially,
that clause was drafted so as to relieve the lessee of
potential liability for non-~-negligent damage to subsurfacd
reservoirs. That language got changed in the second draf
but thanks to the Attorney Generalts office and the staff
it 1s back in, in revised form, in the lease form we are
considering this morning.

Another element of considerable dissatisfaction
was the provision relative Lo the time between wellSesase
I believe that's paragraph 3 of kxhibit A, the matter of
120 days from cessation of drilling to commencement of th

next well -- because cessation of drilling, if it siwmply

LY 24

BIVISION OF ADMINISTRATIVE PROCEDURE, BTATR OF CALIFORNIA

HopsY 7.8Y S8M BPO

R5

*,
o
ke

Tk




fuy)

o

10
1l
12
13
14
15
16
17
18
19
20
21
22
23
24
25

26

0 N & G »

means stopping turning the bit, is not the point of com~
pletion of a well, you are not past your trouble at that
point in drilling a well. So the lessee could well have
found himself with a fishing Jjob or other troubles in the
wells while his 120«day period was running, so he would
not have reasonable opportunity to start the next successi
well. After discussion and trying out a number ofalterna-
tives, it was decided to define drilling operations in the
lease in such a way to include therein most of the opera-
tions that take place in the boring of the well during
which there can be troubles that result in delays, and
such a definition has been prepared and placed in para-
graph 3 of lLxhibit A.

Then, there was one further and perhaps more

serious difficulty. 'That was this matter of paragraph 1O}

the requirement, or actually the authorization, I should
say, of the State Lands Commission merely upon the findins
that it would be in the best interests of the State to
require the lessee to engage in a pregram of second recove
or nressure maintenance without any participation whatso«
aver by the State in the cogt of such an operation.

In the face of that requirement, it was felt thab
so lonm ag the Commission merely had to £ind that it would
be in the best interests of the State or the public inter-

est bo require suclh a program, that there were no (riteris

to base such a debermination -~ obviously economics did ng

O,

:
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enter into it -~ if the State could make an additional
thousand dollars, it would probably be your duty to requii
the lessse to engage in such a program even though it
might cost the lessee a million dollars in loss. That

was pointed out to the svaff and was discussed with the

members of the Commission and a new paragraph 10 has beenj

placed in the lease which places a substantive requirementg

upon the Commission that they find, when subsidence is

occurring, that damage or loss to onshore property may

result. After a hearing, then they can require the lesseg

to suspend or curtail his operations which are so resultij
in loss or subsidence.

Now, that was designed not unmindful of Assembly
Bill 5. The staff, the Assoclation representatives work-

ing with tham, and the Attorney Generalt!s office, all

considered "How would this provision work in with Assembly

Biil 5 in the event that bill becomes law?" The present
provision places in the hands of the Commission the power
to wake a finding that subsidence is cccurring, that
damage may result, and to compel the lessse to shut down
his operations. It does not go beyond that. The lessee
nmust shut down until a program is put in to alleviate
subsidence damage. ‘That places a powerful weapon in the
hands of the Commisgion. It enables them to stop the lesd
in thirty days! time. It enables thew to require the

lessee to conform with whabever requirement may exist undg

27

i
51
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1!5 1i Assembly Bill 5 at that time before he may resum: his
2

operationss
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S0, with those changes and elimination of the old

requirement whereby the Commission could order a lessee

a  »

into a full scale pressure maintenance operation, and with
many other minor, lesser changes throughout the lease
form which have been made, I have no hope that this form

will meet all of the desires of all the persons present

© 00 X O

in this room but I feel in general we should have a form

10 | that should be generally acceptable to the industry and

1l | on whichi we could proceed.

12 MR. PEIRCHE: Would you recommend that we proceed
15| to adopt or approve this form “oday?

& 14 MR. HOME: That would be my recommendatior.
15

MR. PEIRCE: Are you speaking for your committee
16 | or yourself?

17 MR. HOWE: I am speaking primarily for myself in
this matter because we have not had opportunity in the
short time since release of the last draft to review it

20 | with all of the committee and get the views of all the

2l | Association members.

22 +iRe PEIRCH: You are of the opinion, nowever, that
25 | the present draft of the proposed lease form would meet
24 | with the general approval of the industry, though there
25

may be some dissent?

<6 Mlile lIOkS:  ‘That is my opinion, although I believe
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‘restricted to onshore developed recreational or residentis

the general representation of the industry is present

today. You will undoubtedly he#r those views, particularly

those who wish to disgsent.

MR. PEIRCE: Mr. Kirkwood.

MR. KIRKWOOL: I was curious -~ This 10 is a pro-
vision I am looking at for the first time this morning.
I was curious as to why it was in the exact language it
was in instead of the language presented here. And this

is both to you and Mr. Shavelson -~ Why was the damage

property rather than on Wproperty®"?

MR. HOME: I believe thatts the language of Assemblj
Bill 5.

MR. SHAVELSON: No, that!s the language of 6874,

MR. KIRKWOOD: I have an idea s.««s we had onshnore
residential, but we do have the S.P. tracks; we do have
that liability. 1 assume ti.ey would come after us. You
spoke of "property". In our imposing limits on offshore
thingg we are restricted on those hearings to residential

and rccreational, but I wouldn't think in this area «....

MR. SHAVELSON: We had in mind property on subuwergg

lands under a lease and there would have to be some kind ¢
menetary damage, pecuniary loss rather than damage to the
ocean.

ilR. KIRRWOOD: ‘Wouldn't a statement "developed

property! rather than "residential or recreational? maot

RY

L

~

pf’
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MR. HOME: T would think so.

MR. KIRKWOOD: We arve talking of Madjacent.T
Would that materially change the thinking oh this?

. MR. HOME: I do not think so, no. |

MR; HORTIGf' As a matter of fact, in terms of
definition, the way this came up -- Partioularly‘being
conscious of specific language of qualification in AB 5,
unless there be any future attempt to tie this operation
spécifically t> AB 5 1in a matter which might be determine
not applicable by AB 5 itself, we elected to specif'y othe
conditions and seized upon specific language out of the
Public Resources Code which you recognized, without any
thought, however, of usingkit in its limited sense. As
you indicate, and'upon cold rereading it here, it can wel
be so interpreted. o

MR. HOME: The Public Resources Code uses this term
nology: "The Commission in determining whether the issuan
of such lease would result in such impairment or interfer
ence with the developed shore line, recreational or resi-
dential areas adjacent to the proposed leased acreage or
determining such rules and regulaticns as shall be necess
in connection therewith shall at said hearing receive evi
upon and consider whether such proposecd lease «.. wonld b
detrimental to the health, safety, comfort, convenience o
welfare of persons residing in, owning real property, or

working in the neighborhood of such areas; (b) interfors

5

3

-

<

H
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t
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1| with the developed shorec line, residential or recrsational

2 | arecas to an extent that would render such areas unfit for|
: 3 recreational or residential uses ....ﬁ
;i 4 MR. KIRKWOOR: I know it's in there and I wcld

5] think that?!s a different applicability., Here, we are

6 | looking at protecting the State against liability and

7 | this would not be a restriction on that.

8 MR. HOME: I would think there would be no broader

9 | terminology, provided we get away from the idea that the
10 | umere fact of subsidence itgself is a damage. 1t certaialy
11| may not be in the area at which we are now looking. A
12 | great deal of subsidence could occur without damage to
13 | property.
‘ 14 M. KIRKWOOD: On page 21, line 23, for example:
| | 15| %,... might aggravate or cause subsidence to the impairmet
16 | or interference with the developed shoreline recreational
17 | or residential areas azdjacent to the leased lands® ~--
18 | instecad, saying ".... to the impairment or interférence

19 | with property of arceas adjacent to the leased landa™ rather

20 | than having Y... the developed =aoreline recreational or
2l | residential areas.™ Therc would have to te one other plade
22 | that would have to be done. Unless there were substantiall
25 | reason to have it the other wa'y, I think it should be fron
24 | that point of view.
25 Lik. HORTIG: Iirht I sugmest retaining the lanpuagsg

26 | und adding Yor danase to other propertyht?
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MR- KIREWOOD: All right. I thought Yarcas adjacent

to the leased landse..."
MR. HORTIG: On shore properties.
MR. PEIRCE

L 2]

All right. You have made & note of
that, Mr. Hortlig and MMr. Shavelson?

IR KIRKWOOD: I don't think that's anything to
cause us to hold this over. May I come back again ...
I find the only problem I have in this thing ~- I mentionp
it to you tha other day briefly =-- is on this Section 18.
Are you in agreement -~ again, I may propose this to youl
and Jay =~ that this is as far as we can go wider existinls

law in requiring this information to be made public, or

iv this a policy we are adopting here? What bothers me

P

here, it seems to me this Section 18 gives to the operatc]
who gets this first lecase a tremendcus foot in the door
and, in effect, it excludes anybody else wanting to bid
on the subsequent leases on proven areas, so called,
proven in the minds of the operator and proven in the min@
of the Commission, without anybody else having acceass to
the information. This one worries me a bit. Is this as
far as we can go? By this lecase we are tying the hands
of the State. Ilaybe the Leglslature could come along -
but maybe we would be dealing without due process. fithe
ong of Wou can answels
LR. H0is: I would mention this. This is an anciler

and hororable custon in the oll buginess to start with;
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that Section 6826 of the Code relative to conduct of
geological and geophysical surveys, tabing of samples,
does indicate an expression of legislative intent thab:
"The Commission shall require, as a condition for the
issuance of any permit ... that the permittee make avail-
able to the Commission, upon request, all factuval and
physical sxploration results, logs, and records resulting
from the operations under the permit. Any such factual

or physical exploration results, logs, or records which

the permittee is required to make available to the Commis|

%

sion shall be for the confidential use of the Commission
and shall not be open to insrection .... without the

written consent of the permittee.®

e

That, of course, is in reference to the permits foj
geological and geophysical operations. It does not nec-
essarily affect the terms of the lease; but we felt, at
least, that it was the legislative intent that these
factual results cbtained in the offshore area would be
treated in a confidential manner,

MR. EIRKWOOD: FHrank, would you or Jay like to
comment ?

MR, SHAVELSON: I would Jjust like to say, as far
as our office was concerned the original requirements werg
a little morc strinsent and we wanted to make it clear, al
least in case of litigation. that the State wouldn!t have

its hands tied in cascs of litigation hetween the lessce
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Resouirces Code, relating to the confidential nature of

Povam—

and the States It's my opinionn -~ which I can't absolute]
bind our office to -~ itt's ny personal Zpinion that under

the walver provisions of the 3000 sections of the Public

material filed on oil and gas, that we can abstract a
complete waiver from the lessee. Therefore, we could go
farther as a matter of law if 1t is a matter of principle.
But the angle our office approaohed it from this time was
the policy to make it confidential and we Just wanted to
make it available to the extent it was necessary in matter
of litigation.

FR. KIRKWOOD: Policy of the Legislature?

MR. SHAVELSON: No, the State Lands Commission.

MR. KIRKWOOD: Frank, do you want to comment?

MR. HORTIG: TYes. The factors, for your informatioh,

that went into setting the scope of this; the factors that
were considered by the State Lands Commission; why this
section goes as far as it goes and doesn't go any farther

were, as Mr. Home indicated, there definitely would have

been dissatisfaction on the part of a potential bidder wit]

extreme deviation from the anclent and honorable custom
(as he stated) of the information being available subseque
to his own investments in the property. We are actually
proposing in this leasc form to clearly set ferth, which

has been the program of the Commiassion before, that which

is already an expansion away from that activity, in that iy

34
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lines 9 and following on page 2 of the leasc form it will
be provided that the State, however, will "permit others |
(that is, others than the lessce) to conduct geological |
or geophysical surveys on the leased lands or drill core {
holes into said lands ..+." 8o, when the t.me comes
there are adjoining parcels which the State wants to leask
and persons on the adjoining land feel it is proper to haye

information on the leased parcel to help them evaluate th

A

parcel for lease, %hey can, at their own expense and with

the permission of the State Lands Commission, acquire suc]

—

data. So under this proposed lease form, he normally
wouldn't be in the pnsition he is in under other than
State leases where he would have exclusive control of
data on the prospective lands.

MR. KIRKWOOD: Our only control would be, in effect,
on an evaluatioun, to set up what we think ought to be the
minimum royalty scale bid. It would still give the advan+
tage to the operator at that time. In a private operation
the landlord has the right to sit down and negotiate -~
it isntt a question of open bids. This one puzzles me &
bit.

MR. HORTIG: Where we fall off that, Mr. Kirkwood,
is that at certain times -~ and certainly this has been
demonstrated herctofore, particularly in Stabte leases -
the possession of the operating or the productio ‘ata

doesn't alwaye determine who the successful bidder is
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going to be. There are so many elements of the economic |
position of the oll supply situation at the time that a
bid is received, all of which situations are highly diffeﬁw

ent in this highly competitive industry, that we have

a s K’ N =

actually had «... well, I can think of one not too distant
oil and gas lease offer where the potential lessee with
- most of the geological data was the undisputed low bidder

out of thirteen bidders.

© O <X o

MR. KIRKWOOD: Do the consultants want to comment
10| on this?

11 MR. WANENMACHER: I would like to say that every-

t

12 | where else except in California, as far as I know, informg

13 | tion is released and see.s

i4 MR. KIRKWOOD: You mean by that across the board, on
15 | private as well as on public?

16 MR. WANENMACHER: The State records are public

17 | records. The operators tur:l their electrie logs into the
18 log bureau or allow the logping companies to sell copies
19 | of these logs. Wherever there is a state where there is 4
20 | severance tax and the pipelines are reported, they become
public., There are scouting services that give complete
information. The well information and the log that are

25 | turned into the state are considered public informaticn angd

24 | arc availawle by simply ordering them and paying the cost
25 | of production.
26 Our firm first cawe to Culifornia somoe ton vears acb
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1| to help Froderick Harrig when thoey were studying the sﬁbm‘
2 i sidence at Wilmington and we wore amazed at the way Cali~§
3 | fornia opesrators held on to their information. We eventu-
4| ally got it because we were working for the U. S. Navy; i
51 but it is a time~honored tradition here that the operator
g8 { keeps everything sccret. It is my own personal opinion ’
7 | that the operator would be better off if the information
8 | was released because it gives the appraiser something to
9 | work with and he finds oil.
10 In this partirular instance, I believe that it
11 | might be to the benefit of the State 1f the information
l2 | from the wells on the lcases which are granted was releasdd ~-
13 | not promiscuously, but at the date bids were solicited.
14 | In other words, the State would keep it confidential until
15 | they wanted to release a bid on a high royalty bid on a
l6 | nearby parcel.
17 IMR. PEZIRCE: Any further questions.
18 MR. SHAVELSON: I believe, in connection with Dr.
19 | Laveler's (sic) statement -- perhaps I didn't make myself
20 | clear as to my personal opinion; that we aren't limited by
2l | Section G826, which isn't applicable to leasses ab all, and
22 | that we can put as liberal provision as we want ag to disH
3 | closure in light of the walver provisions of the Public
24 | Resources Code filed with the D.0.G. If I didntt make
25 | myself clear before ~- if it is cloar NOW eeeee
26 MRe KIRKWOOD: You mean it can be in the ssee

DIVISION OF ADMINISTRATIVE PROCEDUREL BTATE OF CALIFORNIA

BOOBE 7«87 UM SPO




B e

12
13
14
15
16
17
18
19
20
21
22
23
24
25

26

M. SHAVELSON; Yes, T think it's & mubter of
discretion with the Commission igs what I meant to say.

MR. EIRKWOOD: I dont't at this date want to throw
any monlkeywrenches into our getting a lease, an invitatiosn

cut to lease, but this one -~ If there were soms way aloil

FER4

the line that Mr. Wanenmacher suggestaed of a restricued

avallability as of the time that we are using this ag a

L"23

pattern ... In other words, if we ever go out with a leaf
adjoining, except as a wildcat, this wouldn't be made
available; but somehow so this could be evaluated by the
prospective bidders. That would be the purpose of it.
MRo WANZNMACHER: Y=s.
MR PEIRC
MR. HORTIG: May I conment?
MR. PHEIRCE: Yes.

MI‘ . }IOTtig?

B
T

MR. HORTIG: The primary difficulty the staff has
recognized on that problem -~ if we could carry a program
as you have suggested ~- the primary difficulty iy the
difference in statutory provisions and the practice which
has grown up, to suggest to the Commission that it should
be provided that this data be reloased under a State Landy
Commlissilon lease when the identical data are required to
be filed as confidential informatior with the Division of
Cil and Gag and wren't even available under subpena. 8o
from a State policey, it would appear to be incongruous

to rogquire on the one haund that a duvcument be filed as
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confldential and on the other hand another agency proceeds

to broadcast the information. This could well be a probldém

|
that the Legislature should reconcile. i

Mite PEIRCE: Any further discussion? Dr. Kaveler. |

R

DR. KAVELER: Mr. Chairman, in view of Ir. Hortbigt:

last statement, and in sympathy with Mr., Kirkwoodts staté?

3

ment, it might be well -~ the Commission might well con-
sider putting an open door in this paragraph, so in the
event there was legislative action to clear the point or
make other provisions, that this lease would come under
that future act of the Legislature ~- at least give you ai
open door to do Lhe things you nave in minld.

MR. KIRKWOOD: Would that be feasible, Jay?

MR. SHAVELSON: If I am correct that it can be
done now, it seems to me that would be a lot simpler --
not meaning to intrude on policy, but as a statement of
legislative intent. It seems to me there is a dilference
between a statute maliing these things secret as to every-
ong primarily concerned probably with privatce oil leases
and private operatiors who want to keep the information

confidential, and a lease applyingy to State lands: that

g legislative policy applying to all oix lands necessarily

applies to a leasec by the State Lands Commission,
MR. PEIRCE: Any further discussiu ?

MR. KIRKWOOD: What is the problem, Jay, what

would be the problem if no montion is made in this leasge -
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1f the lease goes as it is now -~ and subsaquently a law
were enachted applicable, requiring this to be done on
State~owned lands and under State leases? Could it affect
the findings under this lease after the adoption of that
act?

MR. SHAVELSON: I think to the extent this lease
makes the information confidenuvial, conceivably that
would be an impairment of a contractual obligation and
would therefore be invalid. I don't want to commit our-
selves to that.

DR. KAVELER: This lease is subject to the condi-
tions available under date of bidding, so if you issue
new regulations by legislative act you have to leave the
door cpen in order to make this lease come under anything
like that.

| MR. ZRCK; HMartin Erck, Monterey 0Oil Company. Hr.
Chairman, members of the Commission, at the moment I dontt
know the answer to the question that has been propounded.
I am sensitive to your problem and I am also sensitive to
the ancient and honored custom in California. My company
represents interests in Californic and abroad and I suppos
most of the g¢atlemen here do. As a result, I don't know
whnat the answer would be as to which they would prefer.
I do have the feeling it is & very basic question that has
been discussed here. It is not a question that has been

raised in previous lengthy divcussions of the form. It i

(g o

DIVISION OF ADMINISTRATIVE PROCEDURE. STATE OF CALIFORNIA

H0DBY 7487 SUM 8PO

C\

LO




R W

I3 T N

0w 0 =N o

10
1l
12
13
14
15
16
17
18

20
21
22

23
24
25
26

4,

a question of policy. While it may have arisen, it is no

A

a matter that has been given the attention that it should
be given and because of the fact that I dontt know, for
example, for my company what my answer would be -~ we

operate in both places -~ I think if other representativef

92

knew what their companiest! policy would be that they would
be up lebbting you know, thatts what they are here for
today, to let you know what they want you to know aboubt =4
I think this is so deep and the policy so fundamental, it
should not be changed just prior to the eleventh hour of
this lease.

MR. LOWER: After that invitation hy Mr. Erck, I think
I should say that for my company, Superior 0il Company,
we are opposed to freec dissemination of drilling and gzo-
logical information. I can understand the viewpoint of
lMr. Wanenmacher and how, in all deference 'to him and his
assoclates, how they might look at 2 situation of this
ltind, being in consulting practice. The oil companies whg
are spending their money have traditionally, in Californig
considered their geological information as part of their
investment in the property. This concept has been carriec
over into the State law. The Legislature has always
recognized the confidential natvre of information filed
with the Division of Oil and Gas; and it has pgone so far
as to allow the operator to withhold filing his logs on

wildcat wells until six moanths after they have been
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completed.
Now, I think for this Commission to take any other
viewpoint is just inviting further disinterest on the

part of industry in these properties. I get the impres-

a » K N =

gion from two things that were said -~ first by Senator
Richards, regarding the possible conflict on this subsiderjce

gquestion. I am inclined to agree with Senator Richards.

0o I o

I think if there is one authority in this State that's
9 | vested with an authority to make a decision and another
10| Commission thatts vested with the sam¢ authority, the

11| operator can be in violation of his lease terms by comply-
12 | ing with the State statute. It seems to me from that and
13 | what has becn said about State lands being different from
‘QIﬁ 14 | private lands and therelore they should be able to publicipe
L 15 | this information, it looks like an effort is being made to
16 | give special trecatment to the lands of the State of Cali~

17 | fornia. In other words, it's all right for the Leglslatur

[

18 | to pass laws but itts all right if they don't apply %o
19| State lands.
20 I wouldn't want the inference left that the lease

form in its present form is acceptable as far as my compan,

~N

22 | is concerned. We think the royalty rate as established is

B3 | way too high, We think it will discourage biddinz. e

o ®
24 | think it will dissnade an operator in producing his wells

25 | at maximum rabe so as not to get into an unprofitable

=26 operation. Thank you.
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MR. PEIRCE: Are there any other representatives of|

the industry who would like to discuss the subject that Mr
Kirkwood raised beforc we come back to the body of the
lease form itself?

MR. SHAFER: Mr. Chairman -- Shafer of the Texas
Conmpany. I think this would be a good time to back away
a little from these specific problems and look at the
over~all. As Mr. Lower said, some of these things we
dont't like are not too bad...By this I mean so bad that
they would cause us to bacl away from this problem. But
youtve got one paragraph that is almost unacceptable, and
another one almost unacceptable and on top of that you
add something herce that is contrary to our operating habit
and practices for many, mary years -— and one of us is
required to bid on these lands. So I suggest that con-
sideration be given to the over-all picture as the oil
companies have to lock at it and sce whether by adding
these little things here and there that you arc not over-
loading this thing to the point where it becomes unattract
a5 & wholes

MR. PEINCE: k. lunna.

ASSUMBLYMAN [IAWNNA Lo it my eees I would like to
malke a statement, It appears to me if it Lo a fact that
the practice under similar situations in other oil areas
of the United Stabes requires the public dissomination of

thisg information woe are tulliing about, that there should

[43]

Lve
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be some showing of different circumsbtances in the State
of California, so that we could come to a proper evalua-
tion of this historical practice. I dont't think we can

justify a practice simply because it has been done for a

long period of time. We certainly should have substantial

evidence of its desirability and I thinl it is incumbent
upon the industry to show that to the Commission, so they
can make a proper policy decision =~ if this is golng to
be a policy question. I think itts certainly information,
too, for the Legislature, if they were golng to contemplat
changes -~ and I am almost sure there will be some changes
contemplated in the 1959 session, related to this whole
problemn.,

IfR. PEIRCE: Any further discussion?

LR. WANENMACHER: I would like to tell wyou, sir,
that all of this is not compulsory -~ most of it is
voluntary. In other words, not all of the records are
submitted to the Stats and released by the State authoriti
oy example,electric logs are exchangad and in the old day
twenty years ago, 1t used to be they would trade. In ordc
to make it convenient, they turned theﬁ over to a blueprin
conmpany and they print them. In other words, if a nan
drills a well he may hold that information a few months.

MR. HOME: I would like to pouint out again that it
would be totallv inconsistent with the rezulations relativ

to core driilinn and other types of information such us
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seismic Information ~- which under the present lease form
anyone may o ou to the leased premises and obtain pursuart
%o permit core information, seilsmic information, that 3
which is to be treated as such under the statute. Why |
should it be a different rule with respect to wells drilldd
by the lessee on ... lands? This irnformation is availlablg

to a person if they go on to the premises. I see no

(o I S B 5 T B

justification and certainly a horrible conflict if the

lessee is forced to submit all his information and third

©

10 { persons are permitted to go ¢n and obtain information of
11 | the sane or similar type.

12 MR. PEIRCE: Mr. Hortig, what is your comment at thails
13| stage of the discussion?

14 MR. HORTIG: Well, with respect to the particular
15 | section under consideration at this time relative to the
16 | availability of data, I have already reviewed in pgeneral
17 | the criteria or the factors which the State Lands Division
18 | thought were reslevant thereto, all except one; and that igj,
19| that in the resolution of the conflict, as Lir. Home men~
20 | tioned, if data were required to be disseminated and a

2l | narticular lessce felt he had not aciiieved by his invest-
22 | ment a competitive advantase, I believe it nwust necegsarilly
23 | follow ~~ althoush it cannot be demonstrated precisely ~-
24 | on a lease offer on thabt basis, a lessce making a critical
25 | evaluation would include some insurance for the condition

26 | that he no longer had & conpetitive advantage; and this
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insurance would be in a lower bild to the State for such
a lease.

MR. PEIRCE: Mr. Kirkwood, you raised this question
of disclosure of informavion. Waat is your position at
this point with respect to its applicability to the lease
form?

MR. KIRKWOOD: Lett!s take a look at whatever else
we are pubting in the lease. I certialnly realize this is
one of a series of things ®“hat balance each other. I cer-
tainly wouldntt want to go beyond the concilusions here,
all certainly which would indicate that if the law of
regular application were subsequently adopted, making
public similar material, this would be covered or sub~
sequently ceveloped information would be covered by that
law. That would be as far as I would want to go. Letfs
see where we end up. T Judge .«s. we have one blank in
the lease on the size of the parcels ...

MR HORTIG: If I may suggest, this would follow
in the next calendar iten which would 50 to proposed
specific application of +this lease form ar adopted, as a
basis for proceeding. Both size of parcels and rental
provisions will be discussed in the next calendar item,

KMR. EIRKWOOD: You are not telling in ferms of
this exhibit, whatever it is?

IR. HORTIG: Yes, it would be s

-

lidie KIRKWOODs That does give the rental Lormula?
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1 MR. HORTIG: No. The rental is a blank on page 3|
2| of the lease. | ‘
3| MR. KIRKWOOD: I would certainly reserve at this |

4| point, John .... I would say let's take a look at the

(97

other things; and I am not making any suggestion or

proposing any amendment of the lease until I have a

6

7 chance to look at the other things and have a chance of
8 discussion with the consultants and so forth as to what
9

they are recormmending herea

(e 10 MR. PEIRCE: Are there other representatives who

11} wish to be heard with respect to the proposed lease form?

- ke

12 | If so, we would be delighted to hear from you now.

p 13 MR. WATSON: DMr. Chairman, for the rzcord my name
14 is Glenn R. Watson. I am appearing today as attorney for
18 0 Edwin H. Pauley and Associates and Phillips Petroleum ‘

16 Company. We have two points bearing on the proposed leas

tw

17 which we feel should be considered by the Cormission.

18 Mr. Hortig just reierred to the annual rental

19 figure as s%ill blank. We note that Ll .00 per acre has

20 been recommended by the staff but has not yet been inserted |
21 in the lease. We would simply say we support thc staffrs

22 | recommendabion of +1.00 in that rcspect.

235 Vith reforence to the size of the parcels, we foel

24

it do enbitled to groat consideration, at least while the

‘ mn 5 PN X . 0] . .
25 vorme of the leoagse are wwior censlderations and 1f it is

26

asreecable, I would like Lo discuss the feeling ol those
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1 two companies with regpect to sizce of the parcels. That §
Q is ilmportant to the Commission .. and, well, Edwin Pauleyl
3| and Phillips Petrolesum Company are of the opinion that
4| fixing the size of these wildcat parcels at 5,760 acres |
5 would be in the besgh interests of the State of Oalifornia;
6 Certainly, parcels of that size would be more attractive
| 7 to industry and, therefore, should result in high amount
ﬁi & of cash bonus bid. We believe that not only would the
:? 9 total bonus per parcel be greater but that the industry
f 10} would bid more cash bonus per acre on the larger size.
.i: 11 The amount of bonus is affected by the probable revenue

12| of the lessec if the parcel is obtained. The size of the

13 parcel will ir.fluence the size of expenditure on platformi

:‘l’; 14 ) and other operational requirements. Such expenditures

: 151 would be greater for » small parcel than for a larger
is parcel ~- which, of course, would result in a smaller net
17 profit on the smaller parcels. The larger parcels stould
18 produce the greater dollur robturn per dollar spent per
B 19 acre, thus maliing moro dollars available for the payment

201 or a hicher casi boaus to the State.
21 Therefore, wo arc of the opinion that fixing the
22 | sizo of the original parcels at 5,760 acres is sounder
25 ) from a business and ccononic viowpoint, will have the
2% | offoct of incrcasine the bomps o the utate of California
20 and will decroase the nuaber 7 plaloras and dngbtallations
26

and tuus be benaelicial to Suantu Carbai awnd onghors interdsts.
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Murther, the Legislature has expressad parzels of 5,760

0

acres in size by the Cunningham Shell Act in 1955 and re-

plated tlat parcels not 5,760 acres in size would be

I e

1
2
3 enacted this in 1957. The Legislature apparently contem-~f
4
(3]

appropriate in proper cases. This offer, we feel, is the
‘;j $ 6 logical place of following the legislative intent by
: 7 fixing the size of the parcels at 5,760 acres.
lyfé 8 The second poin® which we wish to bring before you
5 9 | which we are most concerned with and which concerns the

10| Commission, concerns the royalty formula. The staff has

11 recomniended a bonus bid and sliding royalty, but there
12 | has becn publicly little discussion regarding the suitablg
13 royalty formula. We believe that the rowvalty formula
‘ 14 | proposed in &xhibit B for consideration is rot proper for
o 15 | these wildcat lands. In fact, this formula is comparable
16 | to the ones on the majority of the State lands in the

17 | Santa Barbara lands and Ventura, on which leases have beern}

18 | made on proven lands, except in one case in cash bonus.

19 We would like to submit a formula which, in our

20 | opinion ig more suitable to wildcat lands. This formula
21 | lics somewhare between the cxtremes that have been advo~
23 | cated, one suggesting a flat 16-2/3 and tho other a slididg
23 | scale up to 505, which appears on ixhibit B for considera-
24 | tion.
25 Por the purposo of clarity, I would like to hund thie

26 | Commission a sheet showing our proposed formulu and its

DIVISION OF ADMINIBTRATIVE PROCEDURE, BTATE OF CALIFORMIA

B9a8Y 1.87 sUM aro



B 1 N =

Tl

0 N O

17
18
19
20

22
25
24
25
26

.per well per day has been reached. The royalty then in-

50

offect on proposed production. There is one Lor about every-

one to have one and in gbout five seconds I can put in on

the board so the other gentlemen can see it,

Now, you will note that under this formula 16-2/3%]

royalty remains effective until a production of 196 barrels

creases on a sliding scale up to the maximum to be fixed
by the Commission. We recommend a maximum of 25% on

this offshore wildcat acreage. In our opinion, this
formula would make the lease nore attractive, would in~
creasg the competition, and would result in a higher cash
bonus payment to the State. This sliding scale royalty
that we are proposing in our formula is higher than the
royalties demanded by Louilsiana, Texas, the Federal gover:
ment in the Gulf of Mexico, and other jurisdictions, with
which the oil industry must compete. We feel it 1s
important: for California to be in competitive position wit
other jurisdictions. This formula we propose is a fair
cne. The company will spend millions of dollars for cash
bonus, platforms, cexploration and testing. At least, the
cash bonus, oxploration and drilling costs will be a total
logs if drilling is unsuccessful. EHvery bidder nust con-
glider these factorsy in the event production is not obtain
in debermining the cash bonus. The potential reward must
take care of sthose losges. The less the potential, roward)

the less the cash bonus %o the State.

la,

h
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In our opinion, this should have the carefnl
conzideration of the Commission. We trust our recommernda-
tions on the silze 0f the parcels and a Suitable formuls
will be considered before final action 1s taken.

MR. PEIRCE: May I ask, Mr. Watson, did you or some-
one representing the companles you are representing today
present your thinking on this subject to the committae of
the Western 0il and Gas Association?

MR. WATS50N: I don't believe the committee has met
siice the royvalty formula was first proposed by the Lands
Commission and came out with a tentative draft in March.
To auswer you directly, sir, I dontt believe it has been
discussed with the Commission.

LiR. PEIRCE: Were your companies represented at the
discussion at which members of our staff met with mewmbers
of the industry here in Sacramento on February 26 and 27,
I beliove, with the zonsultants present, discussing variou
ramifications of this problem?

ME. WATSON: The two companies were represented at
the hearing and according to the writer, there was no
discussion concerning the particular fornmuwla. aAll of the
discussions were dirccted toward cash basis, and so one.
This has not received public discussion.

e PEINCS. In other words, your presentation today
ig the CJirst btime that this particular proposal has boen

presceuted to our stafl or to our consulbants?
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MR. WATSON: No, I wouldntt say that. It's the
first public discussion. The formula has been presented
to Frank, but this is the first opportunity, actually thi
is the first time the formula has been publicly discussed
to our knowledge.

MR. PEIRCE: Mr. Hortig, have you any comments to
make with regard to this mather?

MR. HORTIG: Yes, sir. As Mr. Watson reported,

o

representatives of Phillips Petroleum did discuss with
me this proposed royalty formula sometime back. This was

one of a multitude of formulas and proposals which have

been evaluated against the tests of the Commission’s experi
g P

ence, the recommendations of the special boasd of the
consultants to the Commigslon; and inasmuch ag «~- I
point out, I probably shouldn*t admit this ~~ I am one of
the parents or the parent of this particular form back in
1938, I felt I had particular familiarity with this formul
The basic problem, maliing this short, ig that the
staff has rccommended co the Commission, after considera-
tion of all aspects, from all aspects, tie particular
formula which is in the lease form before you today. All
other variations are desirable, and supportably desirable,
depending upon the particular cond desired to be achieved
by the specific proponent. You have here today, on one
hand, Mr. Lower unqualificdly statad thoe royalty formula

proposed by the staff is +oo hiphs re Watson in behalf

EwDy

LO,
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of hisg clients has another one lower, and, therefore, the
recommended formula is too high; Senator Allen stated un-
gualifiedly the royalty formula is too low.

You have, out of the total considérations and the
representations made by everyone, the staffiz considereq
recommendation and the consideredrecommendation of your

speclal board of consultants; and even in the light of the

1174

éuppcrt for the particular formula which Mr. Watson has
advanced, that nevertheless the royalty formula that
should be adepted by the Cormission is that set forth in
the lease form before you.

I might add, additionally, for those proponents
of the situation who feel that potential high cash bonus

bids are regtrictive and undesirable in conneection with a

g

State lease, that adoption of the royalty formula propose:
to the Commission would be nmore desirable in the royalty
form here proposed, in that I think it is recoguized as
axiomatic that with the hizsh royalty formula, the cash
bonus bids would be lower.

Q. PEIRCE: Dr. Raveler, would wyou like to comnment
on Mir. Watson's stabement?

DR. KAVELER: IMr. Chairman, I dontt helieve I could
add anything over what lir. Hortis has said. There is no
basis for determining what a royvalty should be. It is a
matter of business judrmont. 4s vou have dlscussed axn-

tensively Lfrom tine to time in this bearins, Mr. Hortig

vt

e
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calls attention to the fact that the lease is a thing in
sum total. If the royalty is highez, the bonus will be

lower. 'I‘think Mr. Wanenmacher Jjoins me. Both as to the
size of the lease and the royalty te be aepplied, they hav

unto themselves a policy problem. The diverse opinilon

what exists in this State, I think, would drive the Commip

D

gion to a compromise position. I think you should dexive
a great deal of satisfaction out of the fact that if both
sides are dissatisfied with the result that equity has
probably been done. It would be fatal, in my opinion, th:
either side walked out of here satisfied. Then, I think,
cquity would not be done.

One has to welgh his words in this ticklish
situation « . « but I am pérsuaded « « « the statement I
made to Mr., Allen, the statement I made in respect to the
statutes on minerals in the State of California has undexr.
gone transition. At the last meeting we had, it was all
understood that what we declded today i1s not fixed -~ it
is in an evolublonary process. I think what the staff ha
recommended today is as geod a middle~of-the-road lease
that you could have., I would recommend that thoe starfts
rocommendations on lease size and other things he approve

0. PuIRCE: Mr. Wanonmachen?

MR. WANBNLACHIER: I concurs

Mit. BRIRCE: YTou concur. Now, we have beon hore

for nearly two hours. 1L would obmerve that this matber

A

hr g

(V¥
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1] has been studied for many, many months. We have tried
"ffﬁ 21 to bring into our considerations of a very difficult
;f 5 problem every possible viewpoint and, as Dr. Kaveler has
f‘ 4 observed, perhaps it ig too much to expect that everyone
5 shall be entirely satisfied cither from the State's view-
6 point or the industryts viewpoint. We have a law under
7 which we aro operating and we have endeavored to interprep
8 | that law, with the adviec of the Attorney General and
9] our conmsultants, in a manner that will protect the inter-
; 10 | ests of the State and yet to give recognition to proper
;é 11} inducements which will cause the industry to explore for
I 12 and find oil such as may exist under the tidelands of
13 this State. Now, Ilir. Kirkwood and Governor Powers, I
?QER' 14| pelieve we have, at least, exhausted in a preliminary
s 15 fashion the testimony that is offered by those present.
186 | Yhat is your pleasure with regard to the stafft's recomment
171 qation that we approve the lease form as amended?
18 IR, KIRKWGOD: Could I ask a question, plecase, firpt,
19 John? Iir. Watson, I would be curious on one thing. You
20 | are Senator Richards? partner?
21 LMR. WATSON: I am.
22 M. KIRKWCOD: Have you had opportunity to discuss
231 yith hin the point he raised with reforence to possible
=4 operation of AB 57
25 FR. WATSOM: I have not rcad AB 5 and I have ingquiregd
28 | of hin what effect 1t would have; but I am not otherwise
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familiar.

Mite KIRKWOOD: Do you feel, after the discuésion
yvou neard this morning, that it is proper for us b go‘
ahead witnh this lease, with the provision of 10 of the‘
exhibit; that we are not gettlng into a prablem there?
Is that anyunlnm you can, eXpress a view on?

MR. WATSONS

No, it is nob, Phillips Petroleum

and Pauley have no position on that. Ths only ones we
wish to comment on are the ones within our presentation.

MR. PEIRCE: Mr. Shavelson.

IiR. SHAVIZLSON: I'd like to point out that Section
5 reserves to the State the right to exercise a puwer.
In other words, it's not somebhing that is automatically
operative.

MR« KIREKWOOD: 7You mean AB 57

IMR. SHAVELSON: Excuse me, I meant Section 10 of
Ixhibit A; and for that reason it is not, it does not
have a head-on sort of conflict with the statute. I‘have
a statement, a one-sentence provico, which really says
no more than would be implied anyway, but it misht be a
sood idea Jjust to clarify this matter saying "Tha rights
reserved and retained by the State under this Section 10

shall be exoercisable to the extent and only to the extent

that such exercise is permitted by law at the time of suci

exercise.® I think that would certalnly eliminate -~ if

by minnte study of AB 5 there should be some quaestion, we
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‘ with,the law and, of course, that would be the thing'anywz

0o I @

- down the road there is probably going to be a head-on

conclude there is a legal conflict between this retained
power in Section 10 ~- then I believe this would make it

clear that we are not trying to do anything inconsistent

We don't like to have any orovision of doubtful'validity -4

even though it is"undoubtédly sevefable,'it ddesn*t afféct'

the validity of therlease.

MR . PEIROEﬁ Mr. Hutchins.

MR. HUTCHINS: My name is J. Barton Hutchins. I
representlEdwin Pauley. ”I'am not trying‘to cut. the ground
down under a lawyer. It is truc¢ that Phillips and Pauley
have hot had'a discussion about this, but I discussed it

with Pauley last night and he is very apprehensive that

collusion «.. {laughter) ... my apologies, collision. (I
am glad you are listening to me anyway.) I have discussed
this with the Senator himself; I have read the act. I am
not a lawyer but it seems to me you have got two sets of
rules to go by. Looking at this -- it doesn't have to
take a month, a year, but I think moré detail should be
gone into than Mr. Shavelson remarks. I feel like Mr.
Lower. I believe we ought to take a good look at this
thing.

MR, KIRRKWOOD: Did Mr. Lower make that statement?

IiR. PRIRCE: Mr. Kirkwood has asked, did ¥you make

that statement that was referred to by lir. Hutchius -~ thatfs

57
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~ flict in AB 5 and Section 10 as previously written.
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is, that we delay action on the approval?

ME. LOWER: I didn't ask that the Commission delayf

getion. What I sald was that I thought there was a con-

MR. KIRKWOOD: Wouldn't this insertion of lr,
Shavelson take care of any possible confilict?

MR. LOWER: I think it would, yes. If it makes
Section 10 subject to the effect of 4B 5 and the rights‘
of the Commission to act thereunder subject to any‘legism
lative enactment which might be contrary to its provisions
I think it would. | |

GOVERNOR POWERS: That is the part I would be
interested in. We certainly dontt want to pass a rule in
conflict of the law.

MR, KIRKWOOD: I cantt see there is any conflict.

I think this would take care of it,

MR. HORTIG: If I may, Mr. Chairman, I should like

to add something that isnft.generally‘advised. AB 5 or

not, and assume AB 5 is a panacea for Long Beach, which

it is designed to be, Section 10 of the lease form is sgtilfl

going to be desirable for the control of operations on any
State lands, particularly from the standpoint that there
cannot be extensive damage resulting from operation of a
Ytate lcase, which extensive damage coul? obtherwlse still
restlt under the criteria of AB 5 long before AR 5 cun be

triggered into action.
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MR. KIRKWQOD: Bight I ask, Frank, what is our

- agenda here? You say the lease parcel size doesn't come

up until items later in the agenda? |
S MR.‘HORTIG: The ibem'succeeding this.
' »MR.'KiRKWOOLﬁ Is it calendered? | |
MR. HORTIG: TYes, it fcllows immediately behind.

If you gentlemenkwiSh preférentially to consider them

 together chiie

. MR. KIRKWOOD: I think that gives us the whole

‘picture of what we are talking about and what we havent't

gotten into discussion of. Wouldn't you say that, John?

MR. PEIRCE: I think we ought to take them togethet.

Mr., Watson links them together.
MR. KIRKWOOD: Are we suggesting five parcels be
put Qut?
| MR. HORTIG: Yes sir.
 MR. KIRKWOOD: And each one is 3,8L0 acres?
MR. HORTIG: Yes sir.
MR. KIRKWOOD: 100 per acre per year?
MR. HORTIG: Yes sir.
MR. PEIRCiEZ: And the lease form we are discussing
would apply.
¥R. KIRKWOOD: And the royalty also.
MR. HORTIG: Here is a‘map with the geographical
locations., (Shoft discussion off—the—record, looking at

map)
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0il and gas leases pursuant to Division 6, Public Resource

~special board of consultants on February 3, 1958. The

MR. PEIRCE: AlL right. The meeting will then
come to order. Before wa couclude on Agenda Item No. 1,

Mr, Hortig, will you now - ass to It m No. 2, which involv

five prcposed lease offer;hgs? | |
MR. HORTIG: Yes, Mr. Chairman. On September 13,

1957, the Commission initiated consideration of offering

Gode, in an area of approximately 54,000 acres of tide and
subamerged lands extending from westerly of the Elwood areg
to Pbint Conceptioﬁ, Santa Bafbara County. The - County
of Santa Barbara was notified pursuant to Section 6873.2
Public Resources Code of the pending consideration of

lease offers. The county did not request a public hearin

U

Time required for filing such request expired November 15}
1957, Recommendations as to royalty rates, lease sizes

and lease locatious were presented to the Commission by al

following staff recommendations are within the scepe of
the consultants' recommendations:

Tt is recommended that the Commission authorize the

-

Executive Officer to offer parcels of tide and submerged

land in Santa Barbara County for oll and gas lsase pursuaii

to Division 6 of the Public Resources Code. The leasge

award is to be made Hto the qualified bidder offering the

higheat cash bonus payment in consideration of the issuanfie

of an oil and gas lease. The bid lease to be offered for
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the parcels shall be the form authorized pursuant to
Item 1 of this calendar. The areas are nof within the
gaological structure of any known oil or gas’field, there~

tore they are in the areas listed by the consultants as

‘wildeat and exploratory.

There follows three parcels of 3,840 acres each, th

- parcels being approximately twc miles along shore, three

miles into the sea. The specific map cocordinates, so
thesé parcels can be precisely located on the garth, are
listed. The three parcels under discussion all lie easter
of Gaviota and extend to approximately 1% miles west of
the westernmost lease of the existing Elwocd 0il Field.
The landward and northerly boundary of each parcel is the
ordinary high water mark of the Pacific Ocean. The seawar
or southerly boundary would be parallel to the ordinary
high water mark and seaward three miles,

»The lease rental is to be set at #1.00 per acre
per year.

As provided in the lease form, no permanent filled
lands, platforms or other fixed or flecating structures for
well sites or other operations for operating oil and gas
development from the area leased shall be constructed, use
or operated at any location less than one mile seaward of
the ordinary high water mark of the Pacii.ic Ocean.

The bid leoase form to be offered for the next fol~

lowing described parcels shall be -he game form, of course

W
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omitting any limitations as to locatien, placement or use

of pler structures or filled lands by deleting the appro=|
sriate restrictive larnguage from the lease form -~ which

provides for the restiiction of these operations in the

lease form -~ for these two parcels westerly of Gavicta
and easterly of Pt. Conception. Pabcel description folloy
There are two parcels, 3,8L0 acres each. Again, the
northerly boundary is to the ordinary high water mark and
the seaward boundary or southerly boundary to be parallel
to the ordinary high water mark seaward three miles; with
the ordinary rental $1.00 per acre per year.

For the record, if I may, Mr. Chairman, abt this
point note that in the lease form which has been discusse
this morning -~ on page 19 we should like to have the
recorcd reflect that page 19, line 5, should read "at |
leasgt®™ rather than "lease® -~ with a "t"; and page 19,
line 10, should read "at lsast.”

MR. PAEIRCL: We have before us the recommendation
of the gtaff that the Executive Officer be authorized to
offer for lease five parcels of tide and submerged lands
in Santa Barbara County. Are there any questions on the
part of the membery of the Commission?

MR. KIRKWOOD: Well, to geot the matter formally
before us, L move the recommendation of the staff.

GOVLRNCR POWERS: I'll second.

MR. PUIRCH: Does that apply to both recommendatilony?

IS«
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M, KIRKWOOD: Well, ves, I think if we adopt thig
we are accepting the form.

MR, HORTLG: For this particular lease only.

MR. KIRKWOOD: But I want bo ask the consultants
before I vote on thate.

MR. PEIRCE: If I understand correctly, Mr.
Kirkwood has moved that the State Lands Commission approive
the two recommendations of the staff -~ Tirst, with resmwdcy
to the lease form as amended; and, secondly, with respect
to offering of these five parcels of tide and submerged
lands. Those are the two recomme.idations before us, is
that not right, Mr. Hortig?

MR. HORTIG: That is correct. At this point, may I
ask that tue record show that the lease furm as amended,
referred to, includes on page 21, line 24, after the word
#lands®™ the addition of the phrase "or other shoreline
properties™ as was suggested by Mr. Kirkwood. o

MR. PEIRCE: Mr. Shavelson:

MR, SHAVELSON: I was Jjust wondering also if we
want to include that little phrase at the end of Section

10 that I suggested.

MR. PEIRCH: Will you read it aloud, please?
MRS. STAHL: The rights reserved and retained by
the State under this Section 10 shall be exe "cisable toO tlie

extent and only to the extent that such exercise is per- |

mitted by law at the cime of such exercise. :
]
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TSoction 10% on line 33, pase 2.
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MR. SHAVELSON: That would Lfollow the words

MR. KIRKWOOD: Won't the same -~ shouldn’t the
same additicen that's made on page 21 be made on page 22,
line 97 | |

| MR. BHAVELSONE Thatt's right.

MR, HORTIG: Exactly.

MR. KIRKWOOD: All of the amendments we are adopt-
ing are in this one section?

MR. HORTIG: Yes. Page 22, line 9 -~ actually it
should go in line &, Mr. Kirkwood, after "residential
areash -« Joa'or other shoreline properties.®

MR. KIRKWOOD: That one, we want,to'b@ sure is the

exact language. I am a little bothered in the reading of |

that.

MR, LEOVY: I wonder if we could rsad the language
of that change a 1little louder? |

R. PEIRCE: Can you read that, ilr. Hortig?

MR+ HORTIG: Which one?

#R. LEOVY: The one at Section 10,

MR. MORTIG: The rights reserved and .etained by
the State under this Section 10 shall be eitercisable to th
axbtent and only to the extent that such exercise is permit
by law at the time of such exercise.

MR. LBEOVY:s I was wondering if it would be better

to say "shall be exercised bw the State Lands Commission

e

ted
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only to the extent ..." vIn other words, the State is
still going %o do ib.

ASGEMBLIMAN HAWNA: 1t's in the lease, it would
have the sane .... in other words, the‘conflict here is
going to be by the State -~ the D.J.G. or Staté Lands
Commission.

MR. PELRCE: Are we all of the same mind with
respect to the text of these changes in the lease form? .

MR. KIRKWOOD: WNow, I might ask, then, John, of
the consultants wh.ther you are in a position to recommendg
this and having particularly in mind the discussion on
Section 18, whether you feel with these other provisions
and with the wnalance we have, that you are prepared to
recommend this as appropriate.

DR. KAVELER: Yes, &r. Chairman. In response to
Mr. Kirkwood'!s questilon, yes, I would recommend the lease
adoption as now written.

MR. PEIRCE: Lr. Wanenmacher?

MR. WANENMACHER: Our firm will also recommend the
lease as changed and ameuded.

MR, PAIRCH: The motion has been made saee

GOVERNOR POWIERS: I seconded it, yes.

MR. PEIRCE ... and it has been seconded. Is there
any further discussion on the part of the mombers of the
C:mmission? (No response) Has anyone else anything *o

suy belfore we talie action with respect to thost bBwo
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thereafter, and with the optiion in the Commission to incl
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of the Public Resources Codeo was amended, providing more

Plexinle operating and developing conditions for leascs

any such conditions in any pre-~existing lcase by amendmentg

Such amendment may be included in pre-existing leases als
in the opinion of the Attorney General.

Application has been received from Standard, as
operator, requesting approval of the amendments to provid
for the additional operating conditions and it is recoam~
mended that the commissior approve such modification.
This is identical with the modificationg approved by the
Commission herctofore in upwards of twelve existing lease
| MR. PEIRCHE: Any questions? (Mo response).

MR. PEIRCE: Recommendation is approved.

MR. HORTIG: Page 24, gentlemen. The staff is
happy to report that with respect to the calendar item oir
page 24 this represents a consolidated report of the
closing of certain projécts which have been complieted
pursuvant to prior authorization by the Commission for
exponditure of subsidence funds. The determination of
the allowable subsidence deductions in the light of the

cperations that have been conducted has been completed in

accordance with the requirements that there be an engineer-

ing review and final audit at the time the items are conie
pleted. The results of the final engineering review and

audit are tabulated on page 26 and reprasent only four
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 determination, end that the Executive Officer be authariqed

projects, show for four projects in the final column
"Credit Due Staten the amount of funds heretofore withheld
by the City of Leng Beach on an estimated subsidence basﬂs,
which have now become dué to the State, ir view of the
Jact that allowable Geductions are found to be less than

those pald the City of Long Beach. 8o, for the prOJeotsl
as listed, the amounts due the State are indicated in thd
right hand column ard it is recommended that the Commissilon

determine that the subsidence costs in these respective

fund aesignations be authorized on the basis of this

to execute appropriate written instruments requiring that
appropriate adiustments on the accounts considered herein
be made to the State of California as necessary and indi-
cated on Exhibit A on page 6.
| MR. PEIRCE: Does this meet with the approval of

the City of Loung Beach? o

MR. SPENCE: lieets the approval of the City of
Long Beach.

MR KIRKWOOD: How does this happen? Are these
all under the original estimates?

MR. HORTIG: This will be the situabion in the
majority of instances.

iR, KIRKWOOD: We are not closed from our original
finding from adjustine upward?

MR, HORTIG: No sir, we are not. As we have gone

BIVISION OF ADMINISTRATIVE PROCEDURE, STATE OF CALIFORNIA

Bob8Y 7.87 SRM BRO




10
11

12

13
14

15
. 1e

17
18
19
20
21
22

24
25
R6

¥ N O O b B’ N M

along, you gentlemen have approved additional amounts and
ultimately it could well be that. As the tabulation was

originglly set up, it reflected "Oreait Jdue State or

Long Beach®™ and it can go sither way, but in this particun

lar instance, since the credits are due the State only,

the column was omitted for clarity.

1

MR . KfRKWOOD: We don't have any further documental
tion on this except this?

MR. HORTIG: Solely the working papers.

. EIRKWOOD: Those are in the hands of the staff?

MR. HORTIG: They are in the files of the State
Lands Division. Copies are in the files of the Long Beach

Harbor Department, and the results here are also the fina

=

determination after rather extensive reviews and agreemenb
and determination with the Long Beach Harbor Department
staff. In other words, these are not unilateral deter-
minations.

R. KIRKWOOD: Jay, in your opinion is this
sufficlent documentation to act on without in effect
delegating someone to go into it?2 Should we have soue
sort of outline from tha staff as to theilr procedure?
This is the first one we have done?

R« HORTIG: Yes.

MR« SHAVELSON: The Commission has, of course,

given its prior approval to these cxpenses subjoct to

subsequent engineering and accounting revicw. I don't

S
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wibth it. As fai as the future, if the costs do exceed it,

‘given your prior approval of the expenditure of up to this

know what would be intermediate between this general
gummary and actually going into the tabulatibn of the
working papers. I don's think that ee... |

MR. XKIRKWOOD: You think this is sufficient as a
basis for us to determine that this is the proper divisior

MR. SHAVELSON: In this instance, where it doesn't

- go above your original estimate, I feel pretty comfortabls

it's quite possible we ought to formulate a provedure unds

which, when the City sees that it is going to exceed the

esbirated cost, that the Commisgion is informed so that it

may, 1f possible, act before wche cexcess funds are spent.
IR« HORT a3 That has been OUr ...

MR. SHAVELSOM: That has been. I think you have

amount at least and under these circumstances I think it
is satisfactory.

MR. HORTIG: I may have complicated +his unduly, if
T may sugzest -- I did nob read the full calendar, but the
calendur i1tem itself outlines the steps that were taken
ard including the final review with the Harbor Department.
This, T bolieve, was something in the nature of something
intermediate, as Jav has suggested.

HMR. KIRKWOOD: None of these are particularly
controversial areas -~ they are not ones where we would

set into serious probloms.

[

?

r
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1 IR. HORTIG: No, they were clearly within the

® | Harbor Commission, so we have no difficulty as' to loca~

51 tion. They were definitely in an arees that has and is

4 continuing to subside and the funds were clearly spent

51 for the pnrpose of subsidence remedial work. Nany dis-

6 cussions were necessary to clear up how you subsidize a

7 portion of a project, and, as a matter of fact, the reasop
8 these are all credits due the State was the fact that

9 there had beszn considerable difference of opinion in the
10 Cityts aestimate as to what were subsidence items and our
111 getermination arrived at subscquently.

12 MR. KIRKWOOD: Ii~m-mhm.

15 Mi. PEIRCE: Any further questions?

14 1R. KIRKWOCD: Ho. |

15 MR, PEIRCE: The recommendation is approved.

16 | MR, HORTIG: Page 27 is a continuation of the
17 month~to-month program, or the program analogous to and
18 necessary in conjuncition with those programs approved
19 heretofore by the Commission on a month~to-month basis

<0 because tue total program data are not vebt sufficiently
21 developa? in order to permit the particular sesment to
22 be included on a Ffiscal vear basis; and in this instance
25 | additional subsidence studics are deewed to be critically
24 necessary in connection with evaluation of subsidence worlk
=5 planned for the futurc; and while there has booen prior
R =6 approval of this type of project in principle and for a
@
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approved on & fiscal vear basis a project under the title

Limited time and funds, it has developed that additional

costs will have %o be incurred by the Harbor Department

for the sub-project ®"Consultants and Contingenclies! which

is outlined at an esbimated total of 518,000 on page 283
and it is recommended that the Commission approve such
costs to be expended by the City of Long Beach, subject
to the standard‘reservations for determination of allow-
ability upoi: engineering review and final audit subsequent
to the time when these operations have actually?beOn c oM~
pleted.

MR. KIRKWOOD: Ii-me-mhm.

MR. PEIRCE: Any questions? (No response)
Recommendation 1s approved.

MR. HORTIG: Page 29 ~~ égvghalogous to the pre-
ceding item. This is also a.request for approval for
additional funds for a project heretofore approved under
the title of "Subsidence iiaintenance™ and this requeét is
being made to insure that emergency repairs can be made
to terminal facilities if required prior to the end of
this fiscal year, June 30, 1958.

MR. KIRKWOOD: M-m-~mhin,

MR. PEIRCE: The recommendation is approved.

LRe HORTIG: Again ... the Commission heretofore

of "Roads and JStrects., It hus now developed that addi-

tional unforeseen cousts will bhe incurred by thoe Harbor
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| erdge remains lcw and the requeut lm made to obtain

S R

‘  aﬁd the surroundmng area which wmll be necessary to meet

© @ 3 (0]

13
14|
15
18|

‘(page 33) the Pier % area project for the 1957~58 fiscal

Department for work on the sub-project of the pontoon
”idge“reiccation; The west approach to the Pontoon
prlor approval for vals*nm the 31te of Sea81de Boulevard
the Pontoon Bridge. Mo approvals are be1ng~reque5ued>1n
connection with work on the bridge as such, which is not
qualified. It is recommended the‘a@ditional costs be
approved as detailed
‘MR. KIRKWOUD:
 MR. HORTIG:

¢ o9 ed
Move the approval.

eese page 32, subjedt to the standard

limitations.
‘MR. PEIRCE: 0.K.?
GOVERNOR POWERS: Yes, thatts O.K.
| ME. PEIRC«a Recommendation is epproved.

“MR. HORTIG: The Commission has also approved
vear, but it has been determined Ifrom procesding with the
project ‘that additiomal costs will have o be incurred
for earth filling the area between bulkheads and the road
in the center of the pier, which were not clearly foresee
at the time of presentation of the original Pier & projec
estimates to the Commission. It is recousiended that con-
ditional authorization or approval be given for expendi-
ture of the additional funds.,

I}‘m . }:IE {‘%‘JC DD : O . :K. -

-y
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krtherefore the Harbor Department is again ....

MR. PEIRCE: Any questlon ? (No responge)
Recommendation is approved.
| MR. HORTIG: Page 3\5is strictlyk the monthly
oonbxnﬂatlon of the Town Lot project which still is not
processed sufflclently to be proposed in its eatlwety and
MR. KIRKWOOD: Approved.
MR. HORTIG: ... submitting a request on a monthly
basis. |
MR. The

PEIRCE: Any questions? (Mo response)

recommendation is approved. That takes care of Long
Beach?

MR HORTIG« I believe that takes care of all
persdnal appearancésg if you would care to raise the
question. |

MR . PEIRCE:k Does anybody have any matter before
the Commissien upon which you would like to be heard?
Otherwise, we will return to ths agenda and consider it
in order. (o response)

MR. HORTIG: Page 6, then. Iilineral Ixtrachion

Lease P.R.C. 10498.2 was issued in anticipation of the

development and shimnment of commercial grade uranium ore.

The lessee has labored diligently to develop such a procec¥s

that would be economically feasible but has been unable b

meet the specifications of the Atomic FEnergy Commission,

who have since also curtailed purchases of uraniwa oxide
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- prior approval of deferment was for the preceding year

‘County, initiated for the development of chrome ore. It

The prospecting permittees have requested that a prefer-
ential mineral extraction lease be issued as provided for

in the permit. The royalty rates were also set forth in

from new mills.’ There are no rovalties due on tho lease
and advance rental for the year 1957,has been paid"

MR. PEIRCE: Recommendation is approved.

MR. KIRKWOOD: Are all of those dates right in

there? Some of those are‘subsequent, but I guess that's

MR. HORTIG: Well, the noxt one that comes up is

May 31, 1958. We are not there yet, and the Commissionts|

rather than the advance year.
' - The Commission has heretofore approved g prospeot~

ing permit covering certain areas in San Iuis Obispo

has been found that commercially valuable deposits of

minerals have been developed under the prospecting permit

the prospecting permit at the time of issuance and are
repeated here. It io recommendad that the Commission
authorize issuance of a preferential mineral exbtraction
lease to Carl Pierce, Feree Pierce and Frank Pierce
covering Lots 1 and 7, in accordance with thoses sections
of the prospecting permit that are delineated in Prospect)
Permit 18699.2, subject to the deposit of performance bond

in the amount of .31,000.00.

82

©
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 3500.00 or $12.50 an acre. Under the competitive bidding

| WR. KIRKWOOD: O. K., I guess.
GOVERNOR POWERS: M-m-mbum.
WR. PETRCE: ALL right. The recommendation is
approved. | .
| MR. HORTIG: Ken, Page 9.
MR. SMITH: Page 9 -~ Sale of vacant school land.
Application has been recelved fof the purchase of 4O ac™si

in San Eiego County. The apprdasal is established at

seven separate bids were received, ranging from a low of

>

that by Hsther Bradberry, since it was not submitted on tl

form prescribed by the Commission in the public notice,

and also the bid of James G. Ronis -~ the envelope did no

contain the notation "School Land Bid - Offer No. 183" as
specified in the public notice. The first applicant, wi
had the right to meet the highest bid, indicated he did
not wisn to do so.

It is recommended‘that the Commission find that
the 40 acres in San Diego County are not suitable for
cultivation without irrigation, reject the following bids
for failure to comply with the regulations set forth
and required: The bid of Esther Bradberry -- form of bid
not submitted on the form prescribed by the Commission;
bid of James Ronis -~ sealed bid did not contain the

notation on the outside thereof "35chool Land Bid -« Offer

LS

5520 to a high of $1001.20. Two of those bids were fanlty --

15
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No. 1833" and by reason of the first applicant heving
relinquished his right to meet the highest bonafide bid,
authorize the sale to the highest bidder ~~‘authobize the
sale to the next highest bidder, Samuel M. Caplin, at
%l,OOO, with all usual reservations. |

MR . PEIRCE# Recommendation is approved.

MR. SMITH: Page 1L ~- sale of vacant school land.

It is recommended that the Commission authorize the sale

of school land for cash at the highest offer, in accordanp

with the following tabulations, such sales: to be authorizp

according to all standard reservations including minerals)

IR. PEIRCE: Any question? (No response) The
recommendation is approved.

MR. SMITH: ©Page 18. This is a sale of vacant

Federal land, where the applicant to the State has cancel%ed,

It is recommended that the Commigsion determine it is to
the advantage of the Stats to seclect 80 acres in San Ber-
nardino County; that the Commission authorize the sale of
said land and authorize sale thereof 1n accordance with
the rules and regulations soverning the sale of tvacant
school lands.

VR. PRIRCE: Any questions? (fo response)n
Recommendation is approved.

MR, SHITH: Pame 19. Sale of vacant Federal land.

Tt is recommended that the Comwmission dotermaiine it 1s to

&l.

the advantase of the State to solect 20 acres in Los angeles
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County; that the said Commission find the said land is

not sultable for cultivation without artificial irrigatio

that the Commission authorizelthe sale for cash o Wealey
P. Beans aﬁ_thelappraised prive of $600, subject to all
staﬁuﬁéry‘rﬁ ErVations including minerals, upon the
conveyance of the land to the State. | |

MR. PEIRCE: Any questions?

GOVERNOR POWZIRS: O. K.

¥MR. PEIRCE: The recommendation is approved.

HR. HORTIG: Page 20. An application has been
received for permit to conduct seismic surveys in San
Francisco Bay off Candlestick Point, which is the same
area that the Legislature has guthorized the Commission ¢
sell‘to'Saﬁ Francisco, and such lands will be used for
utilization as a parking lot for the Glants?! baseball
stadium. Inasmuch as these shots will be jetted in un-
occupied lands, in other words holes in the Bay, pernit
will be authorized by Figh and Game, who will have an
inspector on the site, the only thing that will be hurt
by this operation. It is recommended that permit be
isptned for the seismic cevee

MR, KIREWOOL . O.K.

LR. P@IRCHE: Recommendabtion is approved.

Lile IIORTIG: Pange 37. Sorry == bach £o L3ieseee

L. CHIRCE: Page 237

ke HORTIG: ... whichh represents what wag done by

d
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- be recorded as future evideunce of the boundary of the

the Oxecutive Officer under delegation of authority and

the State Lands Division in cooperation with and at the
request of the City of Santa Barbara and Division of
Beaches and Parks, hecause an upland owner decided to
grade his lot and pour his excess fill material on the
beach, to the alleged detriment of Arroyo Burro B@aéh
Park; and in order to determine the equities and the
rights, it was necessary that we know the boundaries of
the State lands, and so our staff recorded the survey

of the high water mark and i1t was necessary that bthis map

tidelands.

iR, KIRKWOOD: 0.K.

MR. PEIRCE: Recommendatior 1s approved.

MR. HORTIG: Now, we will try 37. Thera follows,
from 37 through 50, tabulation of the actions takén by

issuance of standard permits, easements and rights of way
MR. PEIRCE: It has been moved and seconded thatb

these items be approved. So will be the order.

MR. HORTIG: IMollowing, on page 51, a supplementary

calendar itoem ~- Ken?

MR. SMITH: That involves a sale of sovereign lands
pursuant to Chapter 1437 of the Statutes of 1957. The
Commission is authorized to sell a parcel of sovereign lary

in Arcata Bay consisting of 3,27 acres. The act provides

that the owner or owners of the land abutting the describgd

el
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parcel shall, upon application, be the preferred purchaselr
for a period of one year from the act. The Commission onf
Avgust 8, 1957 authorized the Executive Officer to rroceed

with the sale at the appraised markel value, subject to

all statutory reservations, except that mineral rights
shall be conveyed with the surface rights and subject to
final approval by the Commission.

In view of the fact that the act is silent on

© oo o B )

minéral rights, the reservation of all minerals by the

10 State under any sale is considered mandatory pursuant to
11| applicable sections of the Public Resources Code.

12 | An application to purchase has been received from
13 Bracut Lumber Company. A review of the records indicates
14| +that A and F Lands Company, Inc. is an abutting landowner
15| to the extent of 300 feet on the northerly portion of the
16 parcél to be scld. This parcel is approximately half a
171 mile in length. A waiver of the preferred right to pur-
13 | chase by reason of being an abutting landowner has been

19+ obtained on March 17, 1958.

=0 The appraisal of the land is {75.00 an acre, and

21 it is recommended that, in accordance with the provisions
221 of Chapter 1437, Statutes of 1957, the Commission authorite
=3 the sale to the abutting landowner at & cash price of

24 GRh5.25, subject to including all statutory reoservations

=5 including minerals, of the land described; and it is

26

further rcecommendoed ++¢5
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@ 1 MR. RIRKWOOD: O. XK. |
#}' 2| M. PEIRCHE: Recommendation is approved.
! 5 ME. KIRKWOOD: Isttt thab a different type of
4 setup than we have had?
5 MR. HORTIG: Yes sir, this is oﬁe that is unusual.
6 We have had others like it scattered over the yéars.
7 What occurred was -~ two different surveyorsvsurveyed two
l 8 supposedly adjoining parcels and actually left a space
ﬁ 91 between the parcels, whére‘there shouldn't have been a
; 10 space. Fifteen years later, under a title report, people
; 1L who thought they owned it and had paid taxes on it, found
12 out they didn't own it. And through this legislation
' 13 we have the authority to sell the equitable interest in if.
fy!!’ 14 ME. PEIRCE: Does that conclude the agenda?
| 15 MR. HORTIG: It does except one point. Shéll we
18 proceed asusual with your seccrebtaries to arrange for a
17 meeting early in May?
18 MR. PEIRCE: I thiak you should proceed in the
19 usual way. Mr. Hortig, I don't think we cdncluded our
20 discussion this morning -- or did we -~ on the matter of
21 your suggestion with respect to our future employment of
22 our consultants. Do you want to discusc that now or is
25 this something that should be taken up at a later time? '
24 HR. HO®TIG: I can discuss it now because I also have ?
29 had the advantage of a conference during the luncheon f
qﬁi 26 recoss with the consultunts, so I know on what basis thinfe
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can be recommended to the Commission. We are not com-

- with the consultants are going to require 2 :dification

o] ® N o

pletely certain whether the existing service contracts

- at this time in terms of funds allotted to those contracts

It is anticipated there may be a necessity for augmenting
those contracts and I would propose at that time that
that augmentation also approve -- subject to the approval
of the Commigsion and yours as the Director of Finance ~--
a revision in those contracts to extend to the end of
this fiscal year, with the anticipation then that should
it be desirable for the Commission to have a consultant
review of bids, if a basis for evaluation ofvrejection
ever arose, that we have the coutract for services of
these gentlemen -~ and they have evinced a willingness to
continue with the contract on that basis.

MR. PEIRCE: Now, Dr. Kaveler and Mr. Wanenmacher,
in behalf of mysclf =~ and I am sure I speak for my two
fellow members of the Commission -- I want to express to
you our deep appreciation of the services you have
rendered to us under circumstances that could otherwwse
have been very, very difficult. We have been wrestling
with this problem for several vears, as a matter of fact,
and to have had the advice and counsel of two men national
recognized, as you two are, aid your respective firms, hasg
heen a source of preat comfort to us; and I an sure your

counsel will have proved invalvable to us as time poes on

_J

)
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and we proceéd with our leasing operations. I,\perﬁonall
fael most comfortable with regard to your looking over
our shoulders during‘&hese ¢iffficult times, and I am sure
that the results will greatly‘banefit the weople of the
State of California; and yet I am sure that your counsel
Lns given equal importance to the interesty of the oil
industry in having those inducements ‘that arenecessary
for them to go out there and risk their capital and fiﬁd
0il, if oil is to be found. |

I want to pay special tribute to lr. Kirkwood for

having o.iginated the idea of employving special consulitany

It has worked out wonderifully well and.I am glad he thoug
of it originally.

We are grateful to you and, as Mr. Hortig has
indicated, with the passing of time we can determine the
extent to which we will need further advice from the two
of you. Have you any comménts, Mr. Kirkwood?

LR. KIRKWOOD: Yes. I'd like to join with you in

your expression of gratitude o the cvcngultants. I cer~

bailnly feel they have been eoxtremely nslpful and I lmow

T have had a great deal oubt of the discussions I have had
with them and feel 1t has been very helpful to me. I do
want to ask one guestion of Lir. Kaveler off-the-rccord --
I thiniz this is something we are going to nced on evalua-
tion. I thinl: it docs point to our problem. This sort o
thinge is going to be tough on ws, I aw sure, at the tine

Vs

[3a¥]
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these bids in and I think we want as much support for oud
action as we can geh. L

DR. KAVELER: I might say, on behalf of Mr.

Wanenmacher and myself, that we appreciate the words of |

dea

the Chairman of the Commission. Seldom do our clients
tell us our work isybenéficial,.so we appreclate it.

Of course, we found here an extreme courtesy on’thé wart
of,thejcommiSSion_andthe_staff; 80 we Ffound everythiﬂg
to facilitaté our work. e appreclate the courtesies
exbended us by the staff.

MR. PEIRCE: Is there any further business?

MR. KIRKWOOD: Letts find out now on this staffing
thing. Is that ready for review?

MR. HORTIG: Not completely. We have Keplinger
and Wanenmacher's recommendations in hand in my office in
Los Angeles. I have to review further what is to come
from Dr. Kaveler, which he expects to be here some tinme
next week, We willl make additional copies and get them
to you gentlemen for additional discussion and review wit]
VoUW,

ER. KIRKWCOD: The other thing is this Kraft thing.

MR. HORTIG: In view of the change in seography,

I was unatle vo arrange to have him present here today,sn
with the high hope that you gentlemen will meet in Los
Angeles in HaY »»as

. DIREWOOD: It can be deferred until then?
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or

‘MR. POEIRCE: It doesntt complicate things to
defer 1t? 1 o
| '~MR;‘HORTIG: Not for him ~- just that much longor

I dontt have an assistant.

Ko I R I S

i MR;‘PEIRCEﬁ’ ALl right. I guess that concludes

the meeting,

MEETING ADJOURNED 3:22 P.M.

%o} 0 N o

14 ala wlo ato oho Gl il Wlo wlo o bs ifi o f,
sesisiesieiafsisoieiksiok
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- CERTIFICATE OF REPORTER

I, LOUISE H. LILLIGO, reporter for the Division,'

of Administrative Procedure, hefaby certify‘ﬁhat the

Foregoing nineby-twe pages contain a full, true and

: cOrrect transcript of the shorbthand notes‘taken by me
at the meeting of the STATE LANDS COMMISSION held in

| Sacrémento, California, on April L, 1958,

Dated at Sacramente, California April 30, 195&.
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