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lliJR. PEIRCE: The meeting wil}. come to order. 

I wartt to give :t:'lecogniti1on to the p1.--et:H�nce of o-nr two 

consultants, Doctor Kavel:er and Mr. Wanenmaoh!i,:r l a.nd I 

believe Assernblyman Hanna is rJresent and Senator Richards 

We are glci.d to have both of you members from the Legis

lature here -- and feel free to participate in our dis

cussion. I believe ., Mr. Hort:Lg ., we are now ready to 

proc eed with t:1.e agenda.. Will you take over, please? 

MR. HORTIG: Mr. Chairman, the first page of the 

agenda following the cover sheet, entitled PROFJSED OIL 

AND GAS LEASES --

On ,February 11, 1958 the Com.rnission directed that 

the staff r eview the bases for issuan0e of oil and gas 

leases with members of the Assembly Judiciary Subcommitte 

on '.ttictelands and with representatives of industry and to 

present final analyses as to recommended oil and gas leas 

ing procedure to the Comm:i.ssion. A complete revi��w of 

proposed oil £ind gats lease terms and conditions was h01d 

February 26 and 27, attended by four members of the Assem 

bly Judiciary Sub commit.too, thirty-siJt industry repre

sen-ba-t;ives, and State Controller Kirkwood. 

As you. gontlomen know, a copy of t,his transcript WU" 

transmitt0d to you prev:tously. rr1he transcript was also 

submitted to the office of the Attorney General, togothor 

wi·th proposed form of oil and gtLG lo�oo, as a basis for 

the forn of ·the lease and .requif,ito conformu.nco v1i tih tho 

DIVISION 01:f /IOMINIBTRA'l'IVE: PROCE(OURE, E'l'l'A'TE: OF CAI.IF'ORNIA 

J. 



., 
-------------:-,-----·--·------··1 

1 provisions of Division $ of the Pu�lic Resou, · J es Code 

2 

3 

4 

5 

6 

7 

8 

9 

10  

11 

12 

13 

Additionally , an informal opinion was .r·equested on four 

proposed lease terms developed in the staff review� Copy 

of this i s  attached  as Exhibit A and the pertinent portio s 

of the opinion are reflected in terms and oonditions of 

the proposed lease form r:1.s it is being considered by you 

gentlemen thi s  morning ., A proposed form of oil and gas 

lease which has b een approved by the offi ce of the Att0rn y 

Ge11 era.l in c onf.ormance  with Di vision 6 of the Public Re-

sources Code is attached ,:."1 .. S EJd1ibit B .  

Substantive differences with the recommendations by 

the O ommissio: 1 '  s speciu.l b oa.rd of •..;onsul tants are outline 

in Exhibit C attached -... and I nd.ght comment at that point 

• 14 that there are no differ ences  in the le:.�s e for·m from th.e 
15 

la 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

consultants '  recommendations except as to twv it ems on 

i'\lhich it was not clear there was a legal basis for the 

C ommis sion ·to includ e th.em, therefore they wer e  the only 

ones eliminated out of th e entire .s c ope of r ecomm�ndat ion 

by the staff' . 

Similarly, the s cope of industry recommendations -� 

differences  with industry rocoem1endatiions -- are in 

E1d1ibit D attached . Those  differen ces  are vdth referenc e 

to a form of leuo o form presented  by the Vlentern Oil and 

Gas Ass ociation.,  whi ch i·1as ·the .frc:1.mo of' the discussion 

li'cbruury 26 and �27 .  At t,he:-1 moment tho$ e aZ' 3 ri till of 

historicul interest an t o  tho transitions the form of leas e 
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1 I h�su�-�ken�  
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1rhey do not directly include all the remain-
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• 
.i.nr; diff erenc,�s he1�e, if any ,  with referenc e to the form 

of lease discus sed this morning b e c ause there has beeJ.1 

informal dis cussion sin c e that tabulati on has been pre

pared . 

Therefore ,  it is rec ommended ·bhat the Commission 

approve the form of lease  attached as Exhibit :S as the 

basic le-:1.se form to be  issued on oil and gas leases pur

suant to Section 6 of the Public Resour c es Code . 

As you gentlemen ar0 aware ,  representatives  of the\ 

industry are here  numerously this morn.ing and are prepare 

t o  comment ; and I see Mr " Home , who wan the chairnan of 

the special sub c ommittee  of the ·westf,rn Oil and Gao As so .... 

c ia tion ,  whi ch group have certainly labored long and di.li 

gently vd th the staff of the State Land s Commission in 

att empting to arrive at an equitable, workable , practic al 

leas e form ., 1;1Jhi ch are the crit eria we b elieve are inc or

porated in the draft b efore  you thi s  morninB • 

MR . PEIRCE : Mr . Hortie; ., may I ask ,  b efore 1,\fe call 

on repres orrbo.t:Lves of the industry, whether in yc:J.r judg

ment i u  would be  in order to ask for comment s from our 

c onsul·tant s with regard t o  the lease form as  it now stand ? 

];IR . HORTIG: I b elieve it would b0 very much in 

order . We would apprec iate their c oncurr0nce ,. 

MR . PmIROE : How ., for tho information of all c onc E)r. 1ed, 

·we have rr rta :LnGd two na·bionally rec ognized consultants  i.n 

DIVISION OF /\OMINIS'l'RATIVt:: f'ROCJ.OURI::, STA'l'E: OF cAI.IFOnNIA 
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3 

the field oi' pet:r1oleum enginee:r•ing and pe·l:iroleum geology 

a.11.d they have met with us s everal times , and they have 

advised us with r espect to the steps we should take with 

4 regard t o  carrying out the law regarding tideland oil 

6 · d evelopment ; and again these two gentlemen ., representing 

6 

7 

8 

9 

10 

11 

their respective firms , are with us , and b efore we get 

into a dis cussion of the leas e form ·which is now b efore u 

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 t,o  make any c omments that they may 

desire  t, o make before w.e pro c eed further . Dr . Kaveler , 

12 would you 1� �e to say something in regar d to the lee.Be 

13 form as it now stands? 

14 

16 

16  

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

DR. KAVELER : Mr . Ohairraan and gentlemen of the 

C ommis�lion ., I haven 1 t read this final draft through but 

it is my under standing that Exhibit C reflects the three 

points involved in the c onsultants ' rec ommendations whi.}h 

could n0t be  adopted for legal reasons , and with that 

understanding it i s  my opinion that the lease form as 

drafted by the staff and recommended to you is to the bes  

interests of  the State and I would j oin them in rec omrnend 

ing t o  the Commission that it be adopt,ed . 

IJiR. PEIRCE : Senator Richards . 

SENATOR RICHARDS : Nr . Chairman , muy I be  h0ard ver 

briefly at this  time fr � one reas on? I think per�apo be-

fore the rest of the t estimony from your consultants or 
------------· ·-----------------
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l I th e r eet of the industry, pro and con,  there is one small 

2 I problem  that may have b een met in your mind , but if it 

3 isn' t; should b e  brought to your at ·b ent,ion .. _ I  apologize 

4 

5 

6 

7 

8 

9 

to Mr. Hartig for not taking the opportunity of discussin 

this before coming to you . On the other hand , I didn' t 

have that opportunity be cause only now did the lease f'orm 

come to my att ention . 

I not e  the Attorney Ger:,eral '  s op:i,.nion on whi ch your 

ac tion is predicated i s  dated  March 28th .. As you know, 

the Legislature is no'!,J in session and, therefore , through 

no fault of anyone here , there might be  something that 

might affe c t  your lease form. 

I call your attention to Assembly Bill 5 by 

AssE vnblyman Grant , r epresenting the City of Long Beach ; 

and Long Beach , as you know, is my t erritory and I c arry 

it in the Senat e .  Assembly Bill 5 has been passed and 

is now out of the Senate . A .  B o  5 has to  do with the 

mcJ,tter of subsidence to the extent that subsidenc e has to 

do with oil extraction.. 1i'here may be some quick answers 

·c.,o thir� , but I do thj nk it should come to your atjtention . 

In your present ler1se form, on page l ·bhereof , you 

ha.ve first the matter of referrine.; to the two contracting 

parties, the lessee  to be d esignatE:d in the future and 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

tho lessor nacting by and through the State Lands Commis•si n ,  

sometimes h ereinafter called  the s·tate  • • •  n Throughout 

26 the entire document we assunw ; of courne ,  that the Land 
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1 Commissi on is ·the a gency actine; on behalf of the State ao . 
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a contract,ing party , which would be normal . Or .. the other 

hand , there is potential con:f'li ct , 1-m ich is pointied ,,ut 

more clearly when you. ge rb over to page 2 1 .  

Page 21 , paragraph 10 points out that the Stat e  -

and it has already b een indicated that the 11Statott m eans 

the Lar.1.d Commission -- res erves and retains the right wh e , 

it receives any evidence of subsidence of th e surface of 

either the leased or adjacent lands to determine that any 

or all operations of th is leas e would or mir;ht cause sub-

s iden ce .  In other wor ds, the subsidence question is lef 

·bo the State by and through the State Land s Commiss ion . 

r.rh is is  again emphas iz ed on the next page , t op of 

page 22 , in subsec tion ( 1 ) -- that nsuch det erminati on ma ·· 

be made by the State Lands Commission . o . 71 and what I 

wish to p_oin t  out : ·when AB 5 becomes law, the question 

becomeo , the question of subsidence be comes the rasponsi- . 

bility of the Supervisor . 

MR .  PEIRCE : May I ask I�1r . Hartig to  explain the 

changes in Sect ion 10 that might be affected? Are you 

readin� from Se ction 10? L1 

SEIJATOR RICHARDS : Yes . 

I-IR.. PEIRCB ; You arc ref0rri11e; to  r:�arch 28th? 

S:SNA�rOR RICHARDS : :March 28th wus the dt1.te of the 

opinion . rrhifJ ac tiion :'allows the opinion . And the appro ral 

of this l e1:.H:1 0 form, unles s  I 1..tm incorr·o ct in roc;u.rd to th · 
_____ , _______ _ 
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c onflic•t , 0hould not bo made until such time as Mr . Ho:rti 

and the st@.ff and the e;cperts and, c ertainly , the Commis-i 

s ion itself is satisfied that a conflict does not exist 

and no vitiation wor.ld o ccur in your contracts . Unless I 

am mistaken ., I thinJ.< there is a clear , statutory conflict 

I don ' t think : i .t ·would be any problem t o  corr ect , but I 

don' t think you should give approval unt.1.1 you art? satis

fied there is no c onflict , b ec ause I am familiar with AB 

the way in whi ch it was passed .  

MR . PEIRCE ;. Thank you , Senator Richards. Ivtr . Hort g ,  

would you like to comment on Senator Richards' c omments  

b efor e we proceed? 

MR . HORTIG ; Yes, Mr .  Chairman . My coni..ments -will 

not go to  the l egal complic ations potential , on which .the 

Senator is c ertainly more qualifi ed to speak . C ertainly 

I i3peak without specific advic e  from counsel .  However ., 

the practical problems of the situation were considered 

by the staff , by the industry representatives ·who worked  

vrlth the staff , and by th 1., offic e of  the .Att,orney General 

and the criteria that led to the conclusion of adopting o· 

recommending the parti cular lease form which is before yo1 

in the fac e  of the existence  of AB 5 wore  aG follows: 

One : As of today, Assembly Bill 5 has not b een 

sie:ned bv tho Governor . :.ve do not have a statute b efore 
0 .., 

us with certainty that c ould be c onsidered as to  its 

application • 
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Second : AB 5 ,  at least in its fimdamental presenta 
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t ion to the Legi8lature � was pre sent ed on th,e basis that 

it was necessary t o  aid the City of Long Beach in connec�

tion with solving a.n actual ., existent subsidence problem . 

Thex•e are no other c oastal fi elds within the Sta.Je e  of 

California with in the s cope of AB 5 ,  to  which AB 5 would 

apply today, therefore would not apply to any new leas es 

b eing cons idered currently . That is , as of today it woul . 

not apply to  any new lease being considered currently, 

nor does  it have any appli cat i on ,  in fact , to  the other 

leases which the State Lands Com.missionhas h eret ofore 

adopted . 

Therefore , our leases being considered this morning 

are no different than a numb er of leas e ,'3 already in 

existence , t o  whi ch tl'"'l.e problem of AB 5 ,  whj_ch it should 

become law, must  b e  resolv1ad . In th e lieht we see  it , 

in b o th the phys i cal and legal c ircums tance s  as th ey ar-is 

at  s ome fti. cure date , and they may never aris 0 , to that 

ext ent we feel our new l0as 0 form is no different as ·t o 

whether AD 5 may have to  b e  studied in the future ; althou, •h 

the probabilit ies a:r.e rather re:note
:, 

in vj_ ew of' the no�\1' 

thirty-odd yeari3 of t ideland oil fields in which the 

C ommi s s ion by inheritance has had no subsidence. problems
., 

on lands to b e  offered under this part i cular lease form. 

It is  our understanding that tho normal bill report 

to tho Governor , tvh ich the Atto:r·no:v General mal�es , has no· 
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yot been completed nor submitted to the Governor by the 

offic e of the Atto:i: ... ney General . Therefore , t-h e sta.ff did 
not .feel that we could properly consid er the ai·ea of 

4 application and 'What fac tors of AB 5 might be applicable 

5 to  this leas e ,  s o  thes e lease$ are perhaps entirely 

6 independent of the framework of AB 5 ,  t o  b e  operated in 

7 whatever manner the• law might provide  in the future . 

8 If' AB 5 does provide amendments that have to  b e  ap):Jlied 

9 t o  these  leas es and other Stat e leas es  in the future �  thil:!  

10 we won ' t  know until we have subsidonce  :Ln fact -- which i�  
11 a condition pre cedent in qualifying an area und er AB 5 .  
12 I-'iR . PEIRCE : \'lould it b e  premature for the Oommi ssi or 
13 to proceed  with the adoption of this lea s e  form with out 
14 knowing wheth er AB 5 will b e come law? 
15 ):-iR . HORTIG : I was going to  suggest  that I irv"'oulct 
16 appre c iat e a s tat ement of opinion from J.:.Ir .. Shavels on ,  and 
17 als o from poss ibly the Western Oil and Gas Ass ociati on Su.1>· 
18 

19 

20 

21 

22 

23 

24 

25 

26 

committee . At the pres ent timo :1 from the operational star d

point that in  view of the fact  that AB 5 c overs general 

authorities , does not spec ific ally rel ate  to State lands 

as such , and from our px·ior operating experienc e its 

applicat ion will probab ly be a minimum in tho fut.ure ,  we 

wc.<uld b e  in an extremely difficult, poni·tion at th is  time 

to att empt ·co fore cast just what AB 5 is gol. 11g to do with 

resp ect  to any oil and aas loaRing operati ons ; b o caus o , 

again , the parti cular factors r elated to  a oubsidonce 
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. ,  .. 
factor in ·che future are elements which will b e  reviewed 

2 un der AB 5 ,  and determining the applicabili tiy of AB 5 ,  

10 

3 having no condition s  unde:r wh:l ch t o  evaluat e the conditiio s 

4 of AB 5 until we d o  have sub sid ence ,  i·b appears t o  be 

5 extremel y diffi cult -- at least; it appears t o  me t o  be  

s e.:x:treraely difficult ""'- to determine what l anguage would 

7 c over the sa.me type of lan ds whi ch are already und er aper" ..., 

a ti on an d already un der leas e an d have been for thirty 

9 years . 

10 PEIRCE : r-1r . Shavel s on ,; you ha1., e h eard Sen ator 

11 Richards ' st atement and you haYe heard Mr. Hort ig '  s 

12 respon s e  and appraisal in regard t o  the status of Ass embly 

13 Bill Number 5 ,  which is n ow awaiting  the Governor ' s  c on-

• 14 sid erationc What are your c ornments in this r egard? 

• 

15 NIB. SHAVELSON : We , of c ourse ,  knew of the status 

16 of As sembly Bil l  5 \'J'Y).en wo work:ed 0.1� this lea s e .. It ' s  

17 my per sonal feeling that it is proper for the State Lands 

18 C ommis si on to reserve s ome d0grec  of c ont;rol .. Thi s Sectio 1 

19 10 v e sts in th e 'J om mission the power to suspend product;ion 

20 immediately on proper n otice , to ·take very pr ompt acti on t 
21 s t op production in thoso  situation s �1 cre ther e is liabl e 
22 t o  b0 damage onshor e and there is pos sibl e  pecuniary damag 

23 ·t;o th e Sta to . I hav e  road AB 5 ,  but it is an extrem ely 
24 complicated thine and I dont t want t o  repres ent ·that ull 
25 of the ramifications are emb odied in any stat ement I make ; 
26 hut , c;onerally , I think that the Di  visi on of Oil a.nd Gao 

i....,_-------------------,------�-----
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1 has responsibility to protect ·the  public against subGidenc ,e , 

• 

2 whereas the State Lands Commission hae an obli6ation ·to I 
I 

3 

4 

5 

6 

protec·t the St,ate against any possible pecuniary liabilit�t 
l 

that may result out of a lease of tidelands , and I think 

7 

the responsibilities are not exactly the same ; and for 

that reason I think ·that ·this provision is proper , even 

if Assembly Bill 5 does become law. And, of course , as 

8 J:1Tr . H artig pointed out , we have many· , ma.ny preceding leasE s 

9 and to  the extent that they are going to b e  affected by 

10 Assembly Bill 5 they arc going to be  affected anyway; and 

ll for those reasons I think this provision is proper at 

12 this stage .  

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

MR. KIRKWOOD : In other wo:eds , sinc e March 28th , 

thP date of the A . G� ' s  opinion, this has been reviewed by 

the staff of the A .  G . 's  offi ce , having in mind t�e opera

tion or possible operation of AB 5 ,  and this seems a 

proper lease form . Is that • • • •  

MR . SHAVELSON : Yes
., 

except that I would have ·t o 

point out tha t  we wore under a very stringent deadline 

in approving this lease and we did a tremendous ar;1oun.t of 

work on th o leao e itself and tho thorou[�h stu.dy of Assomb : .y 

Bill 5 was not possible in ·this time . I have :i:1ead it , 

but haven' t mado a thorou�1 study of it . 

I,.m . IIOl'fl1IG :  I f  I mu.y udd on ·that, point .... ...  and this 

Mr . Shuvolson is  thorou;:�hly familiar with -- and I think 
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l it has not been stated -- In the course  of cons ideri.ng 

2 appropriate lang1.1age for this specific Se ction 10 of 

3 athibit A o.f the lease , there was a period in the develop r 

4 ment where ther e were actual referenc es  to Assembly Bj_J.l 

5 5 in the proposed language , but because of the uncertain-. 

6 ties of , . � .. c-rt actually may b e  gained by Assembly Bill 5 an 

12 

7 uncertainties prior to thG time that the Attorney General s 

8 Bill Report has been made , and the limited probability 

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

10 able to any of the State ' s  lands, the provisions here we:rE� 

11 re- c ast  to give the prote ction for the featurec which , as 

12 :r.rr ,, Shavelson has al:r,.. .-:.dy poi11ted  out ,  are probably pe cu-

13 lia.rly the responsibility of th0 State Lands Commission 

1.4 and in such form is intended to not conflict with what eve:t 

15 application of AB 5 may ultimately b e come ne c essary as a 

16 matter of the actual s tatutory nature of AB 5 .  

17 MR . PEIRCE� Senator Richards, you have hee1.rd ·bhis 

18 dis cussion . now, in the light of it, what are your commer.ts '? 

19 SEHArroR RICHARDS : Might I say, gentlemen , in the 

20 firot plac e ,  I agree with nubstu.ntially ull of what both 

2l 1�1r . Horti5 o.nd I-.:.r . Shu.vols on have said to you. . I ,  howevei , 

22 fool that in vie1.1 of ·oheir same statementG ,  there should 

23 have been -- aud t�.i..a·t waa my aolo motive i1.1. cominc; here _ ... 

24 pres ented ·co this  Coiaminoion tho potentiality of this very 

25 conflic t .  I cull to your at tention , 8 ince  both hous es  

26 huvo pao sod 1-1.D ; it is  moro than tJimply an idoJ. iu Loin�� , 
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l it i s  mor o ·than .a potential sta:tute ;  and if the Governor 

2 should sign AB 5 th.is week and in ninety days it becomes 

3 statute -... and this is  a pproximatel y  the time your l eas ing; 

4 f orms are an a ctuality -- you then have before you that 

5 existing c on fl ict . I would , therefore , pre s ent a legal 

6 idea of necessity of r eview of that potential conflict , 

7 in view of the c lear f act  that AB 5 does sub j ect the deter

s minat ion of wh e ther or not subsidenc ,� exist,s , c oupled w ith 

9 t hree  a lt�rnat ives if they do s o  det ermine ., coupled with 

10 th o potential of ur.1.itizatio11 .  irhc prospect ·th at a ny one 

13 

ll of these c ompanies and the State would r e.conc ile themselv e  i3 

12 to what appears to be a conflict in the l eas e  form propose � 

13 by the Att orney General , I th ink there i s  no great difficu .ty 

14 in meet ing;  but I think it should b e  looked at , and if in J, 

15 your sound judgment . .. . e 

16 Ther o certa.i,nly was no motive in AB 5 to c au se delay 

17 in J.e as e farms . It s i.mply happened becaus e ,  as l\Ir . Shavel 3 011 

18 point ed out , it is a c ::nnplex statute and docs not c ov er 
19 just Long Beuch s but the entire State of Cal ifornia , that 

20 I think th 0r e io this l egal probl em th at has t o  b e  faced .  

2l I think I\ir .. H artig i, s quit e c orroct thut in t,erms of 

22 pra ot,iculity , th ore would probabl y  b e  lit tle  or no applica•--
23 ti on bey ond L on g  Douoh , but it ia ther e  and the law clear� , 
24 sub scribos th0 atrthority ·to the Supor•vis or an d this loas o 
25 for-n. snbs cribos it to tho Lands Cowrnio sion . I would b o  
26 ;junt. uo 1.1illing to  c;i vo it t o  tho Lu.nclt.i Commi0siou as i.'.ihe 
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5 

6 

7 

8 

9 

10 

----------·----------------------
Supe:itvisor ,  but you can t ·b lecLV0 it t o  b oth .  I think you 

have to have an intorpretutio:n . Until it is solved , ·bhor 

is  a pra ctical conflict that hasn' t been surmounted and 

that is  all I want to  brin� to  your attention , to decide 

as you think best . 

PEIRCE : Thank you , Senator ,  and I will say 

b efor e we conclude this meetine (!onsideration is  going to 

b e  given to  the points you have raised and any other 

points raised, becau.se we don' t want to make any mistake  

on  any action taken this  mornins . Assombly-1m; n 

ll .i:I�nr,a ., 

12 

13 

Assm.;BLYMAN HANNA : I s imply want to c larify s ome

thing Hr . Sha.velson sa:i.d. Did I interpret out of one of 

• 14 your remarks , Hr . Shavelson, that you t11ought perhaps the 

15 s i•tiuation Senator Ric hards migh c des cribe -- we might hav 

16 within the l ease form and within AB 5 dual jurisdi ction 

• 

17 predicated on two different typ0s of responsibility insof· r 

18 , a1s subsidenc e  is  conc erned? 

19 1:.IR .. SHAVELSON � Yes ., that was what I stat, ed -- the 

20 two aconc ies I felt had slizhtly different rosponsibiliti - s  

21 in re�ard t,o land leased by the Stat e .  

22 ASSill-IDLYf,IAH HANNA : If this were in fact  the catH') , 

23 thore would be  possibly no conflict , but, simply we would 

24 have s ometimes State und Federal rule ovcrlappin� in juris-

26 dicti.on of the se  problomn? 

26 Yes ,  and to  tho o:ttcnt uny conflict 
...._ _____ ,, _____________________ ., _____ _ 
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l would dev0lop , I think certainly t,h e  B tat,u·bo would govern 

1\ 2 the lease provision . 

3 MR . HOR'rIG: i >Ir .. Chairman ., if I may , s o  that we koep 

4 these  things in context on a particular point -- if I 

5 ttnderstood Senator R:i.chards ' primary basis  c orre ctly ,  this 

6 factor of possibility of conflict was always recognized an · 

7 was con.:idered a.nd the pr ovisions of Se cti on 10 were draft d 

8 in the hopeful attempt to  meet the quest ion without in any 

9 way restr.icting the activities of che State Land s C ommi ssi 11 

10 or th e less e e ,  but directing them to  the point v1hore they 

11 ultimat ely might be  governed by the provisions of AB 5 if 

12 AB 5 did b e come a lav1l and was a ctually applicable .. As you 

13 re c ognize , Senator, from your very intima·be knowledge of 

.:, 14 AB 5 ,  there must b e  a very con-J iderable period of time 

• 

15 elapsed l�fore the c ondition of initia l qualification for a 

16 area under AB 5 took place . It is in that period and pre-
17 

18 

19 

20 

21 

22 

2S 

24 

25 

cedine that period, before the thinr;s happen that can put 

AB 5 in effect: that the C ommission could determine to 

suspend operations if i·b were not in the Sta te ' s int erests 

to c orrtinue operat ions , following which resumpt ion of the 

operati ons u11der ·this  law would then take place only und er 

provis o 3 ., as aeroed to by the s·tate and lessee , and vvhich 

could very well be  a proe;1"'.:Wl d i)oic;natod as  outisfacto:ry by 

a Stat e Supervisor ...,_ th er eby integrat ing the provioiono o ·  

the leas e with ,,,-:Jh.uti ovor criteria might be nocet:.Jsary t o  b 0  

26 stuted under AD 5 • 
·-------------·-------·--------l 
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1 As a 1-, }actical matter -- this  may not b e  good 

2 legalis tically -- but as a matter pra ctical , I don' t see  

16 

3 we have any substantial potential future operating conflic b .  

4 MR . PEIRCE : At ·chis t,ime I want t <  recogniz e the 

5 pres ence  of As s emblyman Bruce Allen and As s emblyman FrancilS 

6 Lindsay, who ar e very interes ted in the dis cus sion . They 

7 both came in after we s tarted the dis cussion . We are happy 

8 t o  have you with us and will be glad t o  have you partici-

9 pate in the dis cu� sio.i.1 .. Thank you ., Senator Ri chards . 

10 SENATOR RICHARDS : Thank you . 

11  IvIFt. o PEIRCE : Mr . Wanenmacher , d o  you have any further 

12 comments in addition t o  what Dr . Kaveler stated in c onne c-
13 t ion with this lease form? 

• 14 MR . WANENMACHER � I �  d like to say r,•re are very pleaseld 

• 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

our r e c ommendat ions were followed as fully as ·chey were 

and wish to apologiz e that we bumped into some legal ob

stacles 1,mi ch we did not fores e e ..  It d like to say ·t;hat in 

all other states  a well whi ch is dually c ompleted is con

s id0red as two wells ,. 1r:b.a t i s  one point of differenc e .  

That prevails in every producing s tate . In other words , 

if u well is completed in cwo different zones , it is con� 

s idored as a substitute f<:)l." two different wells ., as if 

two wells were drilled . I am not crit i c i�J ing the pres ent 

l.c gul interpretatii.on ., buti merely tryinrfi to  e:.:q.ilain why w·0 

wont astray . 

Th ere is plenty opportu11i'ty to c;o as tray 
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7 

8 

9 

10 

ll  

12 

13 

14 

15 

16 

l? 

18 

19 

20 

21 

22 

23 

24 

25 

26 

in a sub je ct as complicat0d as this . 

MR . vVl'J.ANEivIACHER : 11hank you .. 

MR . PEIRCE:  Thank you , Mr . Wanenmacher o N l"'\W ., J.VIr . 

Hortig , do you have anything further to  say b(-)fore we cal: 

on r epresentatives of the industry? 

MR . HORTIG : Not at this time . 

MR. KIRKWOOD � C ould I ask one question of the con

sultants -- and this is on a phase of it that I have 

wondered about a little bit -- and ·bhat is on S e ct ion lS,  

just as to your impression as to the desirability from the 

State ' s  point of view as t o  S e ction 18 ., as to how it fits 

int, o 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 IVir . Wanenmacher anc 

myself , Mr . Kirkwood , ·t.he consultants are satisfied with 

17 

that position be ca1..1 se we understand the length to  ·which ii 

�oes is limited by statute here  in the State . As you kno� , 

the consultants have previously voiced the opinion that 

cortainly, in respect  to  State lands , all information gathered 

in the drilling , complo·tion and operation of wells should 

b ecome public .  We understand there is a st,atutory limi

tation on the distribution of that information pub: iclyj  

but to the extont that the lessee permits any employee of 

th o StatG to  havo that information ,  I think it ' s  an 

improvement over past  sta·tut on  und we arc satisfied with 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

it as the law stands today in this state . 

MR . PEIRCE : lvlr . Kirkwood ,  have you any further 

questions or points to  rais e  before we call on representa 

ti ves of t•h e industry? 

MR . KIRKWOOD : No . MR . PEIRCE ; Governor Powers , 
any questi ons ? GOVERNOR PO�·lERS :  No . 

r,ffi .. PEIRCE : l'.Tr . Allen . 

ASSEMBLYMAN ALLEN : Mr . Chairman_, members of the 

Commission , I am goinc: to have to  leave in a few minutes 

just one c omment I would like to make before  I go . In 

10 looking over this propos ed lease , figuring out the way th 

11 proposed royalty s cale , sliding s cale , would operate ,  I 

12 have the personal opinion that the proposed sliding s cale 

13 is lowo A production of a hundred barrels per well , the 

14 royalty rate would be 18;� , for example , c ompared to s ome-
r1 

15 

16 

17 

18 

thing like the Wilmington Oil field , whi ch has a. producti 

of a hundred barrels per day ;  the State would get less 

181 compared t o  a prospe ctive royalty that the Stat e 

profits -- 5 5S'b under one leas e ,  70)� und er another . I 

19 suppo·s e  there are industry r ep:rosentatives pres ent VJho 

20 will t ell the Commission the slidinr; s cale is too  high , 

21 but I c1 o  havo the opinion of my ovm that this s cale in 

22 rather low .. 

23 I realize  this is a matter of judgment and it is 

24 very diffi (!Ult to predict 1Hha·t is the proper s cale 1.1i·hen 

25 you are leasing land . �•,Tith that in mind , I vmuld ure;e th ·1 

26 C orn.mission ,  if you go ahead t1ith this loas o and thin s cale 
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l propoo cd, that you d o  so with caution and juds;o by ex:pori-

2 once . 

3 I would al so urge that the Commi ssior1 cive some us e 

4 t o  th e alternativ e of royalty b iddinc; ., be oa:us o  whil e we 

5 are in the dark in talkine; about  wh at  royalty the State 

6 should get on leasing of new t idelands , the 0�1ly way you 

7 can find out really what the land is- wort,h :l.n t erms of 

8 royalty is by putting it up for a b iddin� and seeing ,tii"�at 

9 th0 high est  b idder f e els it is ·durth and what the property 

10 ·would pay. 

ll  Vlith thatj in mind ., and feeling th at cash b onus bid 
12 doe s not  give ·the adequate "'eturn that we c ould got with 
13 royalty bidding ., I would urc;e the Lands Ci..)l11D1is .s i on in pro-

14 c eoding with this to give some use on thes e tideland s --. 
15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

inclu ding la.nd s th a ti  are11 T t knov.n.1 t o  b e  part of producing 

f ields --- that the Land C omrrli.ssion eive s ome u s e  t o  the 

royalty b idding ., s o  v;e c an see what kind of royal cies the 

:highest bidder would 0ffer in h is own juderncnt . 

Do  y ou ·want t o  

com.ment o n  Mr .. Allen ' s statement, r-�r . Horti.:t;? 

HorcrrG :  Yes , I should, " '' I ♦ .. " l'.lL • Chairuan � 'vJith th e 

exc eption of r.u"' . Allen ' s last  proposal vrith rospect to  

royalty b iddin� on wild cat par cols , ,fuich I should like to  

c ornruont on s epara t.oly , I can r eport tht-rt th.o s baf £' hc:J..S 

i.:;i von consideration and oven ::covic·v·.rcd ·thG other pair.t s Hhich 

Lr . Allon raaclo with l-,1,.t" . Allon prov·ious ly 1;.tnd pt· ior t. o 
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3 

4 

5 

6 

7 

preparins this partict1.lar recommendation to the Commissio • 

With respect to the royaltiy bidding ., previous cons idi3rati n 

has been given both by the s taff and by the consultants , 

with the conclusion that in general -- and this may be 

too much of an oversimplification -- but that in general 

probably the only advantageous pro c sdure on the part of 

the State would b e  to  apply that to known and proven J.and c 4' 

8 Admittedly ,  with out knowing ----- the eig_h teen to ont' 

9 chance  of never producing any o�l isn' t going to  give  the 

10 State any substantial return. With the probabilities of 

ll a particular parc el pr·oducing -- when it is wild cat and j_ 

12 unknown , as the areas whi ch we hope to recommend for leas ,  

13 at this time are , when the opportunity for developing 

14 production is so low -- a royalty bid  appears to b e  a rel ... 

15 

16 

17 

18 

19 

20 

21 

22 I 

23 

24 

25 

26 

tively poo:r method of as.:3uring adequate  return to the 

State on the parcel . H ence  the recommendation that these  

parcels whi ch are at  this time for c onsideration be limit 1• d 

to cash bidding . 

In the area of proceeding with caution , the 

staff will recommend to  the C ommission that only a limitec 

number of parcels ba  c ons id ered at this t ime for lease ,  t 

which royalty bidding may well b e  applied in the future ,  

but c ertainly not disposing of' all the State lands wholes le 

under this procedure , in order that w·e may have that oppo . ...  

tunity fo:c learning and experi enc e as l\ir . Allen has 

recommended  • 
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19 

20 
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22 

23 

24 

25 

26 

r.IR . PEIRCE : Would you like ·co c omment on 

Asaemblyman Allen' s statement , Dr . Kaveler? 

DR. KAVELER: lvir . Chairman , gentlemen of the Com

mission ,  Ivir . Allen -- the c onsultants ,  believe it or not , 

shar• 1e I✓Ir. Allen' s  viewpoint substantially. We fe'91 the 

State• of California should get the highest possible bonus , 

whether it  be dollars directly or dollars indil:'ectly out 

of a higher royalty. As Mr. Allen made h is statement , I 

was str�ck by this situation -- you are going through a 

very substantial transition period with respec t  to at leapt  

your minerals in this State of California .  If I recall 

the dat e  correc tly, it was only in the year 1957 that per "' 

mit s  were required for exploration • • •  Is  that c orre ct? 

IvIR. HORTIG : For c ore drilling . 

DR . KAVELER : Prior to that t ime it was open 

count:"'y ,  open range . Now, the thought you have in mind , 

in rny opinion, is  entirely proper; but until the State 

bui.lds up a backgrc. ind or a catalog of information with 

respec t to thos e lands , you are far, very far, away from 

that critical decision you suggest we should take . 1rwo 

or three or four or five years from now,  the State is goi1 g 

to  b e  in an entirely different situation than it  is  today 

b e c ause  it is going to have geolog�c al information . il1he 

L egi slature has been stepping in lately , whereby it has 

b e en s etting up c ertain rules . That ' s  one element you ha' e 

to  give weight to . 1fi1e other element is this ..., ,  ... ·that higr 
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l royalti es a.re not ., per se , to the benefit of the Stat e .  

2 I don' t th ink that you cou ld derive much satisfaction if 

3 on a lease with respect ·bo lands not explored -- and th ese 

4 
5 

lands  are not explored t o  the State ' s l;:nowledge 

logically ..,_ if someone came in with a lease of 

ev�n geo- 1 
90�;, royal t r. 

6 You could not ,  as a result of that bid , feel that the Stat e 

7 h ad fair treatment . Five years from now yo· 1. may be plea.se a  

8 that the State took twenty million d ollars for th e leases 

9 that may be off ered here b ecause they may be  dry as a bone , 

10 In spite of what 1)ne may wish or may read about , you only 

11 find oil by boring in the ground . I have a chap h ere 
12 ( bringing out newspaper clipping ) th8c.t will t ell you vJh ere 

13 oil is but you have to  spend your m oney to have h im t ell 

•· 14 you . That ' s  th e situation the State is  now in ... rl'his chap 
15 ( looking at clipping ) 916 George Street -- he says "Oil 

16 hunters , why dril l dry h oles-i n He 1 s not getting any busi-• 
17 n ess. Now, tb e only way I know of  provin g consultation 

18 advice is to employ that fellow. I am not trying to b e  
J 9 overly facetious , but we are in the dark ., and it is only 
.30 by ha vin e; drillin g on th ere that we can pu t j_n your ideas , 
21 I,ir. Allen .  I think in the second run , the 3tate can put 
22 out leases on the royalty bid. I th ink th e substantial 
23 change that has c ome about as a result of the Legislatj_ve 
24 a ction is to permit this business of two kinds of leas es 

22 

25 

26 
on  State lands . I think tjhat 1 s sub stantial and I th in.k yc ur 

ideas will prevail later. 
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MR. PEIRCE : rrhank you , Mr . Kavole:rt . Do you have 

any comment , lVIr . Wanenmach er? 

MR. W.ANENI111ACHER: Mr. Alle.n ,  we have r e commended 

at first a l eas e for the high cash b onus and retain some 

23 

of th e lands , and lat er lease  tho s e  on a high royalty bas �s 

after the o il is  found � 

ASSEMBLYMAl.1 ALLEN : In oth el'." words , you are sugges 1.1 .... 

ing checkerboard leasing? 

MR. WANENl\JiACHER : Yes ., N ow, this meeting is not a 

di s cuss ion of th e poli cy of this C c mmission in leas ing�, 

but a matter of lease form and I ' d like to oall att ention 

if our recommendations are followed there will be a perioc 

wh en royalty b idding ·will b e  solicited , but this  is the 

• ; 14 · firs t  stage and we f� el that th e State should by all mean: 

15 
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ge t all the cash th ey can on th is first s t ep b ecause it i� 

very spe cula ti v e . It is not like drilling in the w:�lming· on 

Ii'ield. 

i,iR . PEIRCE : Hr. Allen . 

ASSEi\iBLYJ:✓lAN ALLEN : r•�r . Chairman ., one mor e  thing ax d 

I have to  leave . I am no·t r e commending ·that th e Lands 

C ommis s ion resort ·to this gentleman' s s ervic es . I am not 

propos ing that the Lands Commission d elay th is matt er any 

further , but I d o  feel ·tha.t ·bh e extent to wh ich the re ar e 

oil lands unl0as ed  in the tid elands is not s o  unknown in 

the industry as it is  to thos e of us in public offic e .  

In h earine;s we had b efor e tho 19 57 bill WftS enact0d , we 
i....----·-----------------------------------........1 
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_, ____________________________ -. 
dis covered there waEJ a fr,rr�a.-t rtea:L o.C cor0drilling go ing 

on in the t idelands unaer no p er mit and th e operators 

refus ed to tell us how deep they were drilling . We do 

urge th is C ommis sion proceed wi·th th is  form,  th:i..s cash 

b onus biddin g ,  proc eed with caution. I wouldn ' t  want t o  

wake up fiv e years fx·om now when the major portion of 

o il-bearing lands had been l eased and the State is gettin · :i 
181� royalty where it could have gotten a very much higher 

r eturn if w e  h ad allowed th e oil company with the best 

i nformation to bid a royalty. I do think. the Corn.mis sion 

has taken a wise  acti on in retaining these  consultant s  

and wish you luck . 

1/1R. PBIRCE : I'hank y ou 1 l,iro Allen . Now ,  I believe 

the t,ime has come for us t o  hear from r,2lpr8sentatives of 

the industry and i-1:r . Pau l  r-iome ., chairman o f  the special 

committee of the Wes tern Oil and Gas Association is here 

and we would like t o  h ear from you , :,Ir . Home . 

i,iH . HO�,iJ : l, �r. Chairman , members oi' the Oommi s si.on 

I wou.ld like to take this opportunity to expreso th e very 

sinc ere apprec iat ion of' the m ember s of the Subcom.rnit•tee  o '  

the \Testern Oil and Gas As �ocia tiion for th e cooperat ion 

wh i ch we have had in trying to arr ive a·c a satisfac tory 

leas e form , bo th from the staff and from the consultiants 

wh o were retain ed by the State " 1l1his  has been a long and 

arduous pro cess  to  arrive at some s emblan ce of a form tha· 

will b e  satisfactory , we hope, to  the industry generally 
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-------------------------·---� 
and will me et the Stat0 1 s r equir·emento .  

Aftier our last se1"ies of meetings in Sacramento , 
I 

the staff published a rough d:r.aft of lease form ... _ which , 

in f:;eneral, we felt carried out most of the th:i.ngs which 

had b een dis cus sed and upon which t entative agreement hact1 

b een r eached at ·that meeting .  111h er eaf·ter , in veview of 

such rough draft, th e Attorney General ' s offic e brought 

forward c ertain suggestions that r esult ed in changes in 

the initial r ough draft ; �n1ich we felt were in certain 

r espects  wholly unsat isfactory .  

Following r ec eipt of  that s econd dr aft wi·th th ese 

changes or deletions , ther e was little time within. whi ch 

to r eview" We s elected the three major points  at whi ch 

we felt the lease form had been s er iously impaired. 

One of those was the liability claus e.  Initially , 

that clause was drafted so as to  r elieve the les see of 

pot ential liability for non-... 11egligent  damage to subsurf'ac 

r eservoirs o rllhat language got changed in the s econd d:raf , 

but thanks t o  the Attorney General ' s offic e and the, staff 

it is bac1t in, in revised f'orm ., in the l�ase form W'E-' ar e 

con sider ing this morning . 

Anoth er elemen t of consid er able dis satisfaction 

was the provision r elat,ive ·t;o the t ime b etween wells • • • •  

I believe that ' s  paragraph 3 of Exhibit A, the matter of 

120 days from cessa·t ion of drillinr; to commencement of th -

next well -- b 0 cau8e ces sation of drilling , if it simply 
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--------------------------------
l means st oppine; tux·ning the bit, ,  is not th e poin t  of c om .... 
2 

s 
pletion o.t' a well , you ar-e not pi\st your trouble at• that 

point, in drilling a well . So  th e les se e  c ould well have 
4 found hims elf with a ±'\ishing j ob or oth er troubles in the 
6 wells while his 120--day period was runn ing , s o  he  would 
6 not have reasonable opportunity to  start ·bhe next suc uessj  v e  
7 well . After discussion and trying out a numb er ofalt erna 

t i  ves , i tj was de cid ed to  define drilling operation s  in th 

leas e  in such a way to includ e  therein mos t  of  th e opera

t ions that tak e  place in the borin g  of the well during 

which there can be  troubles that result in delays , and 

such a d efini·t ion has been prepar1ed and placed in para

graph 3 of Exhib it A .  
1rhen , there was one further and perhaps more  

26 
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s erious diff iculty . 1l1hat, was this  matter of paragraph 10 1· 
the requirement ,  or actually· the aut,horiz ation ,  I should 

say , of the State Lands Commission merely upon the findinf 

th at it would b e  in tl1e b es ·t interests of the St,ate to 

requir e the less e e  to  engage in a program of s e cond recovt .r.'? 

or pressure maintenance  without any participat ion wh at,so -

ev er by th e State in the cos t of such un operation . 

ln ·the face oi ·chat requirement , i·t was felt, ·bha.t 

oo lon,1�; atl the C omr;lissi on merely had ·to find that it woul · 

b e  in the b e s t  int en"eats of th e Sta.to or th e public int er .. 

est  ·bo r0qui:ru such a p:i:10 Gram , t,hat the re were  n o  t r :i.tori� 

to ba3e such � determination -- obviouoly cconomico did n t 
...__ ___________________ ,.. __________ _ 
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enter into it ... ... if ·the State could ma1,ke an additional 

thousi1.nd dollt1.rs , it would probably b e  you.r duty to requ · •e  

the less�e to engage in su0h a program ��ven though it 

might cost the les see a milJ.ion dollars :tn loss .  That 

was point��d out to the s ·caff' and was dis cus sed with the 

members of the Commis sion and a new paragraph 10 has been ' 

placed in the lease whi ch pla ces a substantive require.men · 

upon the Com.rnission that they find ., when sub sidence is 

27 

9 ,  occurring ., that damage or loss to onshore property may 
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result. Afte:r a hearing ., then they can require the lesse  

to stuJpend or curtail his operations which are so resulti g 

in loss  or subsidence. 

Now, that was designed not, unmindful of .Assembly 

Bill 5 .  The staff , the Asso ciation representatives work

ing with tham ,  and the Attorney General' s  office ., all 

considf:3red ttHow would this provision work in with Assembl 'i 

Bill 5 in the event that bill becomes law? n The present 

provision places in the hands of the Commission tho power 

to make a findinr-:; that subsidence is oc curring � that 

damli.ge may result, and to compel the lessee  to shut down 

his 0pclrations . It does not go beyond that � The less ee 

must shut down un·til u program is put in to alleviate 

subs idence damage . that places  a powerful weapon in the 

hands of the Uommission. It enables ·them to stop the les c ee 

in thirty days ' ·timE:;1 . It ennbles thetil to require the 

les see to confo:rrt1 w:i.th w�u1tever requirement may (�Jcistj und r 
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• l Assembly Bill .5 at that time before he may resum( his 

2 operations . 

3 So , wi 'bh those change s  and elimination of the old 

4 requirement whereby the Commission could order• a lessee 

5 into a full scale pressure maint,enance  opera tjion , and wi·t} 

6 many other minor , le sser cha�ges  throughout the lease 

7 form which have b een made , I have no hope that, this form 

8 will meet all of the desires  of all the persons present 

9 in this  room buti I feel in general we should h ave a form 

10 that should be generally ac ceptable to  th e industry and 

11 on whicli. we could proceed. 

12 MR. PEIRCE : Would you recommend that we pro ceed 
13 to adopt or approve thi s  form �oday? 

• 
14 I\IR . HOME : That would b e  my recornmendation . 

• 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

MR. PEIRCE : Are you speaking for your committee  

or  yourself? 

MR. HOI�IE : I am speaking primarily !.'or myself in 

this  matter be cause we have not had opportunity in the 

short time since  release of the last draft to review it 

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

Association membe1"'s .  

i,1R . PEIRCE : You are of the opinion, however , that 

the present draft of the proposed lease form would meet 

with the general approval of the industry , though there 

may b e  some dissent? 

x,ffl . 1I01vlj_j : r.rha.t is my opinion , alt hough I b elieve 
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the general representation of the industry is present 

today . You will unde1ubtedly hef�.r those  views , par·ticular y 

those who wish to dj .. eis ent . 

MR . PEIRCE :  J.VI:r� . Kirkw�od . 

:MR . KIRKWOOD:: I was curious  -- This 10 is a pro

vision I am lool:ine at for �he first time ·this morning. 

I was curious as to why it was in the exact language it 

was in instead of the language preseuted here . And this 

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

restricted to onshore developed recreational or residenti· l 

propE:.1rty rather than on npropertytt ? 

MR . HOME : I believe that ' s the language of Aos embl 

Bill 5 • 

MR . SHAVELSON : No , that ' s  t:1e language of 6$74 .. 

MR . KIRKWOOD : I have an :i dea IJ • • • we had onsh0re 

residential, but we do have the S . P o  tracks ;  we do have 

that liability . I assume tL.ey would come after us . You 

spoke of "property" . In our imposing  limits on offshore 

thinm we are restricted on ·those hearings to resi dential 

and recreational , but I wouldn 't  think in this area  • • • • •  , 

NR . SHAVELSON : We had in mind property on submerg 1d 

lands under a lease and there would have to be some kind f 

monetary damage, po cun:i.ary los s rather than damage to the 

ocean .  

HH. KIRKVlOOD ! Vlouldn ' t a statement ttdevolopcd 

29 

prop1:.n"'tyn ratho:t" t hun ttreoidontio.l or re croationaJ. 17 moot ·hat '? 
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MR. HOME ! I would thi11k so . 

MR. KIRKWOOD : We c1.re ·talld.ng of "adja.oent . tt 

Would tha t materially change the thinking on this "? 

MR. HOME: I do riot think so , no . 

MR.,. HOR'I'IG: As a. matter of fact ., in terms of 

definit,ion , the way ·this came up -- Particularly being 

c onscious of spe c ific language of qualification in AB 5 ,  

unless there b e  any future attempt to tie this operation 

specifically ·t�:i AB 5 in a matter which might be determineli 

not applicable by .AB 5 itself , we el ected to specify othe t,... 

c onditions and seized upon specific language out of the 

Pablic Resources Code which you recognized ., without any 

thought , however , of using it in its limited s ense . As 

you indicate , and upon cold rereading it here , it can wel ... 

be  s o  interpreted.,  

MR. HOME! r.t1he Public Resources Code uses this termi

nology : "The Commission in determining whether the issuance  

JO 

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 in 

determining such rules and regulations as shall be  necessary 

in connection therewith shall at said hearing receive evijenc e 
l!;t.;>: � 

upon and consider whether such proposed lease • • •  would b� 

detrimental to  the health, safety , comfort , convenience or 

wslfare of persons J:"esiding in , o,.1ning real property , 01" 

working in tho neighborhood of such areas ; ( b )  into1"'fore 
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with the  d eveloped shor0 lino , residential or recreationa . 

areas t o  an extent that would rend er such areas unfitj for 

recreational or residential uses · · • • " 

J.VIR. KIRKWOOD : I know it ' s  in there and I w<. ·1ld 

thinl-r. that ' s  a different applicability , Her e , we are 

looking at prote cting the State against liability and 

this  would not b e  a restric t i on on that . 

l\IR . HOME : I 1,,rc Ltld think there would b e  no broad er 

t erminology ,  provided we get away from the id 0a that the 

mere fact  of subsidence it s e lf is a damage .  It c ertainly 

may not b e  in the area at ·wh i ch we ar e no1H looking . A 

great deal of sub si dence  c ould oc c ur v1ithout damage to 

propArty . 

MR . KIRKWOOD : On page 21, line 23 , .for e.xample : 

�, • • • •  mic;ht aggravat e or c aus e subsid er1 c e  'to th e impairmer t 

or int erference  with the developed shoreline rec reational 

or resid ential areas adj a c ent to  th e l0c.l. s ed lancts n  

ins toad , sayi110 n .  • • • to the i1:1pairment or intorforenc 0  
. t' W'1 ll of areas adjacent t o  the le ased  landfi n  ratl er 

than having '1 • •  w the developed ��oroline re creational or 

rosidon·t ial areas . n Thero w·ould have to b e  one oth er pla e 

that would have to  be  dono . Unle s s  the,ro w0re substantia 

23 r<:w.s on t,o h.::tve it the oth er WO.''/,  I think it should be  fron 

24 that point of viow. 

25 

26 and u.ddinn; nor ch.,.mn::_:o t, o o ther proportyvt ? 
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lIIL. KIRKWOOD : All right . I thought 0c.1.rcas ad jac, nt 

to the lea.sod lands ., • • •  rr 

in1 . HORTIG: On shore properti es . 

MR. PEIRCE:  All :ri�ht . Yau have made a. note of 

that , fJI1-1 . H0r·tie; and Mr . Shavelson? 

MR. KIRKWOOD : I don' t think that ' s  anything to  

cause us to hold this over . May I come back . again • •  ,.. • 

I find the only probl0m I have in this thing -- I ment ion ed 

it to you tha other day briefly -.... is on this Sec tion 18 . 

Are . agreem0nt again , I this to I you J .. n ........ may propose  yo·� l 

and Jay -- that this is as far as we c an 80 u11d or existin s 
law in requiring this information to be made public ,  or 

i...;  thi s  a policy we are adoptine; here?  What bothers me 

here , it seems to me this  Sec tion 1a gives to the operate � 

who gets this first loas o a tremendous foot in the door 

and , j_n effect ., it excludes  anybody else want:i.ng t o  bid 

on the subsequent leases on prov0n areas, so called , 

proven in ·the mind s of th e operator and proven in the minc,s 

of the Commission , without; anybody els e  having ac c ess  to  

the informa·tion . ':L'his one worrie s  me a b :i  t .  Is  this as 

far as we can go? By this lease wo tire t ·�rinr� the hands J ,.) 

of the State . Ha.rbe the Le.s;islaturo could coma along .... _ 

but maybe we ·would b o  dealing t'1r::.:tho1.1,t due process.. Ei the1 

one of vou can answer. " 
�. ''.) F ... h . •  IIOl-IE : I would mention this . rl'his  is an t1.nci01 't 

d } 1 1 + . 1-- 1  • ., l , . ... .. n :'.'!I .. to t,• •I,, ,',l ,,.,i.. T,r4 tl1 � an .. 1onorao O CU D  ,., Olil J. J'l  'v 10 O"L .l. lhlG.1. , G iJ G  - v ��.i. v vv.i.. � 
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that Section 6826 of the Code  relative to conduct of 

goological and geophysical surveys 1 tal': ing of samples , 

does indicat e  an expression of legislative intent that : 

"The Commis sion shall require , as a condition for the 

is suance of any permit • • •  that the permit-tee make avail

able to the C ommission ,  upon request; all factual and 

physical exploration results , logs , ai1d records resulting 

from the operations under the permit� Any such factual 

o .c physical exploration results , logs , or records which 

the permittee is requir ed. to make available to  the Com.mis 

sion shall be  for the c onfidential use of the Commission 

and shall not be  open to insreotion ., • • •  without the 

written conse"'t of the permittee. n 

That, of course ,  is in reference 'to the permits fa

geological and geophysical operations . It does not nec

es sarily affect the terms  of the lease; but we felt, at 

least ., that it was the legislative intenti that the se 

factual r esults obtained in the offshore area would b e  

treated in a c onfident�al manner . 

MR.  KIR KWOOD : Frank , would you or Jay like to 

t.;omrnent? 

SHAVJ�LSON : I would just like to say , as far 

as our office v1as cone erned the original requirements  wer 

a little more strine;ent and we ·wanted t o  make it clear , a 

l east in case of litication : that the State wouldn' t  have 

its hands tied in cases  of litigation hetwuen the les see 
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• 
l and the State .  It ' s  my opinion -- whi ch I can t t absolute y 

2 bind our office to  ...,_ it; t s  rny personal 0·:)inion thati under 

• 

3 the waiver provisions of the 3000 SBctions of the Public 

4 Resou:r."ces  Code; relating to  the confid ent iaJ.. nature of 

5 material file d on oil and gas , that we can abstract a 

6 c omplete waiver fro:n the les s e e . Therefor e ., we could go 

7 farth er as a �natter of law if :L·b is a matter of principle " 

8 But the angle our office approached it from this  time was 

9 the poli cy t o  make it confidential and we just wanted to 

10 make it available to the extent it was ne c es sary in matte  s 

ll of litigation .  

12 

13 

14 

15 

Iii.'9,. KIRKWOOD : Poli cy of the Legislattw 0 :? 

MR"' SHAVELSON : No , the State  Lands C ommis sion • 

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

"fl
t
'R J.lll • HORTIG :  Yes .  The factors , for your informatio ,1 ,  

16 that went into setting the s cope of this ;  the factors that 

17 were cons idered by the State Lands C ommission;  why thi s 

18 section goes as far as it goes  and c.oesn'  t go &.ny fartb er 

19 1vvere ., as Mr . Home indi cated , th ere d efinitely would have 
20 b e 0n dissat;isfaction on the part; of a potentic:il bidder wit: 1 the 
21 extreme deviat i on from tho anci ent and honorable custom 
22 ( as he stat ed ) of the info1"ma:bi on being available subscqu e  1t 
23 to his own investments in the property9 We are actually 

24 proposin[s in this leas e form t o  clearly set forth , which 
25 has b e en th 0 proiram of the 0 omm:i.s sion before , that v.ih i ch 
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8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

lines 9 and follov1ine on pae;c 2 of the lease form it will 

be  provided that the State , however ., will "permit others 

( that is, others than th e lessee )  to  c onduct; geologj. cal 

or geophysic&l surveys on the leased lands or drill core 

holes into said lands . . .. .  0 So , when the t .J..me comes 

3 5  

there are ad joining par cels which the State wants to  leas 

and persons on the adjoining land feel it is proper to ha e 

informati on on the leased parcel t o  help them evaluate th 

par c el for lease , �hey c an,  at their own expense and with 

the permission of the State Lands Commission ,  acquire suc . 1  

data .  S o  under this proposed lease form, he  normally 

wouldn ' t b e  in the pnsition he is in under other than 

State leases where h e  would have exclusive control of 

data on the prospective lands. 

MR . KIRKWOOD : Our only control would be, in effec , 

on an evaluatioa , to  s et up what we think ought to be  the 

minimum royalty s cale bid . It ·would still give the advan 

tage t o  th e operat or at that t ime . In a private operatior , 

th e landlord has the right to sit down and negotiate --

it isn t t a question of open bj d::i . This one puzzlE.- s  me a 

21 bit . 

22 I:IH. . HORTIG: Where we fall off that ., Mr. Kirkwood, 

23 

24 

is that at c ertain times -- and c ertainly ·bhis has been 

u.cmonotrated heretofore , particularly in Stat0  leases --

25 the possession of the opox·atin,s or th0 productio· ' ata 

26 
ll 
'-- _______________________________ __. 

doesn t t ctlways detormine who t}1e successful bidder is 
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• 
l going to be .. There are so many elemeHts of ·the economic 

2 posit ion of the oil supply si tua.ti on at the time t�ha:b a 

• 

3 bid is r eceived , all of v�1ich situations are highly diffe -

4 ent in this highly c ompetitive industry, that we have 

5 actually had • • o •  well , I can think of one not t oo distan · 

6 oil and gas lease offer where the potential lessee with 

7 most of the geological data was the undisput ed low bidder 
8 out of thirteen bidders . 
9 MR . KIRKWOOD � Do the consultants want to  commen t 

10 on this?  
11  MR. WANENMAOHER: I would like to say that every .... 
12 ·wh ere els e exc ept in California ., as far as I know, inform · ... 
13 

14 

t i on is releas ed  and • • • • • 

KIRKWOOD : You mean by that a cross the b oard , 01 

15 private a s  well as on public ? 
16 MR . WANENMACHER: Th e State records are ptiblic 
17 records . The operators tur: 1 their cle ctri� logs int o the 
18 log bureau or allow the logc;ing companies to sell copies 
19 of these  logs .  Wher ev er th er e is a stat e where there is 
20 s everan c e  ta.1t and the pipeli nes arc reported , th0y b e c ome 
21 publi c .  There aro s couting s ervices that give complet e 
22 information . rrhe well informlzrti on and th e lo.si; that arc 
23 

24 

25 

26 

turne d into tho state ar0 oonsid0red publia informati on a d  

a.re available by simply ord ering th orn und paying the cost 

of' production . 

our firm f:Lr;:rt ca111G to California somo t on yoa1"s a� o 
'----------... -----------------------
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•···. 
l to help IP:r-odcr·ick Ha:r."ris when they wore stu dying the st�b .... 

, 

, 1  
/I 

2 sidence 6t 'C Wilmington and we were amaz ed at ·the wa.y Cali- I 
I 

3 forn�.a operators held on t o  their informati on . We eventu I 

4 a lly got it be cause we w ere worki.ng for the U .  s .  Navy; 
l 

5 but it is  a time-honored tradition here that the operator 

e koeps e very·bhing se cret . It is my own pers onal opinion 

7 th at the operator would b e  b etter off if th e inforri1a'lii on 

8 was released b ec ause it give s the appraisor s omething to  

9 'v'Jork v-li tb. and he finds oil . 

10 In this parti�ular instance , I b elieve that it 

ll mi_g}:1t be to the b enefit of the State if the i nformation 

37 

12 from the wells on the leases which are granted  was r eleas . d -.... 

13 not promisc uously,  but at the date bids were soli cited. 

• .  14 In othe::· words , the Stat e  would ke op it confid ential unti 

15 they wanted to release a bid on a hi gh royalty bid 0n a 

.. . 

16 nearby parcel . 

17 1\IR. PEIRC� : Any furth er questions . 

18 MR. SHAVELSOH ; I believe , in c onn€:) ction with Dr. 

19 Kave ler t s ( si c )  statcmen'ti -- pe rhaps I didn ' t  mak e mys elf 

20 clear as to my pers onal opinion; that we aren't limited b) 

21 Soot ion 6826, which i sn t ·b applicabl0 to leases at all , ,'::1.n: 

22 that v-ro c an put as l iberal provision as we want a·s t o  dis 
23 c losure in lir;ht of the waiver provisions of the Publi c 

24 aesottrcos  Code filed with tho D . O . G . If I didn t t make 
25 · myself clear b efore -- if it i� clodr now • • • • •  

26 r<m.. KIRK�·;oon : You mean it can be in the • • • • 

----------------------------------' 
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12 

13 

•·}, 14 
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15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

I,1R . SH AVBLSON : Yes , I think it 1 s a mu·tt or of 

di scretion with ·t11c C ommi s sion J� s v1hat I rnoi\nt to S cl.Y •  

MR,, KIRKWOOD : I dont ·t a t  ·chis date want ·co throw 

any monkeywrenches  into our 8et t;ing a leas e ,  an in.vitatio 

cut to  lease ,  but this one -- If there wore some way al otl. 

th e line that Mr. Wanenma,ch er sue;ges·bod of a restric �ed 

availability as of the time th�t we are using this as a 

pattern • • • In oth er words , if we ever go out with a lea ·e 

adj oining , except as a. wildcat , this wouldn 7 t be  m.a.de 

available ; but somehow so this could be evaluated by the 

prospe ct ive bidders . That would be th e purpose  of it . 

lvIR . WANENMACHER :  Y'-;}S . 

MR . PEIRCE: r .. 1r . Hortig't 

MH . •  HOR'l1IG : iviay I comment ? 

l\IR . PEIRCE:  Yes .  

MR. HOR1rIG : rrhe  primary difficulty the staff has 

re cognized on that problem -- if'  v1e could ci.:i.rr)r a program 

as you havo suggosted -- the pri�ary difficulty iu the 

diffe rence  in statuuory provisions and the practice  which 

has grown up , t o  suggest t o  the C ommis si on tha.t it should 

b e  provided that thi s dute. bo reloasod under a State Land " 

C ommission leD.s e v,h. en the identi cal da:ta arc re quired t o  

be  filed ao confidential informutiol'.1 with ·tho Division of 

Oil und Gu.s t:ind li.rcn'  t even available under sub pona . So 

from a Stat e  policy, it would appear to bo  incongruous 

to  r1oq1 1ir·0 on tho one ha.ud that a d....icument bt) filed as 
i---------------------...... ��-------------
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confid ontial and on the oth or han d  another agen cy pro ceecl ,� 
l 

to broadcast the info.t"ma ti on . 1rhj,0 could well b e  a probl<�m 

that th e Legislatu:i�·e should re concile . 

Mit cl PEIRCE :  

DR� KAVELER: 

I 
Any further discussion? Dr . Kaveler . 

Mr . Chairman , in vj.ew of 1�Ir " Hortigt 1 �  

last statement , and in syrnpathy w-lth Mr� Kirkwood r ,s state

merrt , it might b e  well -- the C ommis sion might well con

sider put ting an open do or in thi s  paragraph , so  in t1:1e 

event there was leg.islati v-e action t,o clear the point or 

make other provisions , ·that this le ase would com e  under 

th at� future aot of the L egiBlaturo -- at least eive you ru 

open door to d◊ the thing s  y ou have in min\\ . 

MR . KIRKWOOD : Would that b e  feasible , Jay? 

MR. SHAVELSON : If I am corre ct that  it can be 

d one now, it seems to me t'·:1at would b e  a lot simpler  --. 

not meaning to intrude on policy ,  but tis a stat ement of 

legislative intent . It seems t o  me there is a difference , 

between a statute  mat inn- these thine_,�s secret as to every� �.) ,., 

one primarily conc erned probably with pr ivat e  oil leases 
20 and private opero.t,ors t1h o  want to k eep  the information 
21 confidential , and a lea.so applyinG to St,ato lands ; th a·t 
22 a leeislative policy applying to all oil lands nacessaril: · 
23 applies to a lease by the State Lands Commission,. 
24 

25 

26 

MR . �EIRCE: Any further dis cussi u, ? 

MR . KIRKWOOD : \'Jhat, l.s th o problem ; Jay , whn:t 

iifOuld b e  t,he px'oblom :Lf no mention is  made in th.is louse ··-
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26 

if the 1e.i1so  goes ao :i.t is now -- and subs0quently a law 

were enaci)ed applicable , requiring this t o  b e  clone on 

Stat0-ovmed lands and under s·tate leases? Could :lt affec r � 

the finding s under this lease after the adoption of that 

act? 

MH . SHAVELSON : I think to the extent this lease 

maltes the informa•tion confidenLiial , c onceivably that 

would be  an impairment of a con·tractual obligation and 

'WOUld ther efore b e  invalid . I don ' t want t o  commit our

s elve s  to that . 

DR . KAVELER : 1rhiFJ lease j_s sub tj e ct t o  the condi-

tions available under date of b idding , s o  if you issue 

new regulations by legislative act you have to leave the 

door open in order to make thi s  leas e come under anything 

like that . 
'l\ -R N • ·nRQTT ,, 

.>.!I J:\. " Iviartin Erck , Mont erey Oil Company . "' I  l>' r .  

Chairman , members of the C ommis sion ,  at the moment I don t 1 

know the answer t o  the question that ha s been p:i:•opounde d .  

I am s ensit ive to  your problem and I am also s ens itive to 

che anc ient, and honored cust 0m ir.. California .. My c ompany 

repres ents interests in California and abroad and I suppoE o 

most 0£ ·the g, :1tlemon here do . As a result , I don ' t know 

what t.he answ0r would b e  a.s to v1hi ch they woulc.;, profer c; 

I d o  have th e feeling it is  a very basic  que sti on that ha: 

boon c1.is cussod  here . It is not a q'\J.es ·bion that has b e en 

1,')ais od in previous lcn�thy dil:.' cussiono of the form,  It  it 
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7 

8 

9 

a quest ion of policy<(/ While it may have arisen , it is no :i 

a. matt cn" that has be0n given the at·bention that it should 

be given and because of the fact that I don' t know, for 

example, for my company what my answer would be ........ we 

operate in both places  -- I think if other rep1-tesentative,s 

knew what their companies t policy would be that they woul, 

be up letting you know, that t s what they t:.tr e here for 

t oday, to let you know what they want; you to know about -·� 

:C think this is so deap and the policy so funaamental , it 

should not be changed  just prior to th e eleventh hour of 

this lease .  

41 

10 

11 

12 

13 

MR. LOWER: After that invitation hy Mr. Erck , I tl ink 

I should say that for my company, Superior Oil C ompany , 

14 

15 

we ar e  opposed to free  dissemination of drilling and fb 3 0-

loe;ical information . I can understand the viewpoint of 
la I\Ir . Wanenmacher and how, in all deference ·to him and his 
17 associates ,  how they might look at �:. situation of this 
18 kind, bei.n,c; in consulting practice . The oil companies wl'H 
19 ',t.."0 spendine; their money hc1.vo traditionally, in CaliforniE , 
20 considered their geological information as part of their 
21 inve. stment in the property .. This concept has been carriec 
22 aver i.nto the State law. 1.'he Lee;isla,ture has always 
25 recognized t;ho confidential natv1."C of informa:tion filed 
24 v1ith the Division of Oil and Gas ; and it has �one so far 
25 as t o  allow the operator to withhold filing his lozn on 
26 wildcat wells ux rtil si:� months a:ftor thoy have boun 

,. 
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completed.  

Now, I ·think for thi s  Comrn.ission to  teike any other 

viewpoint is jusl) invit ing f:\trther� disint erest on the 

part of industry in thes e properties � I get the impres

s ion from two things that were said _.,.. first by S enator 

Richards , regarding th e possible confli ct on this subside c e  

question.  I am inclined t o  agree  with Senat or Richards . 

a I think if the re is one author1.ty in this Stat e that ' s  

9 vested  with an authority ·bo make a decision and another 

10 Commi ssion that t s  ves t e d  ;;tl th the samG authorit y ,  the 

ll  operator can b e  in violation of  his lease t erms by  comply 

12 ing with th e State stat,ute .  It seems to me from that and 

13 wh at has b e en said about Stat e land s being dif ferentj from 

• 14 pr� .. vat e  lands and there::'ore Lh ey sh ould b e  able to  publici e 

15 this informati on , it looks like an effort is b eing m::=i.de to 

16 give special treatment ta the land s of the State of Cali ""' 

• 

17 fornia . In other words ., it ' s  all right for the Legislat1..1r � 

18 ·t o pas s laws but it 1 ,cs all r:I ght if they d ont t apply -lj o 

19 State lands .  

20 I wouldn ' t want tho inferenct1 loft that the leas e 

21 form in it s pres ent form is a c ceptable as far as my c ompan r 

22 i s  conc erned . We think the royalty rate as  established is 

23 � w�,y ·too high ,., We ·think it will dis c otirage b idding . Vle. 

24 think it will distP tade an opera.t or in produc ing his vrclls 

25 at  mo.:;:imum rci:b c s o  as not t o  cot iu� o  un u11profj;cablc 
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1 

2 

.1.,..3 

Mil . PEIRCE: Are there any other , repres entat1V:s ofl 

the industry who would like to dis cus s the S L1.b j e ct:i that r'-'Ir � 

3 Kirkwood raised b efore we come back to tho b ody of the 

4 lease  form its elf? 

5 :MR . SHAFER : Mr . Chairman - .... Shafer of the Texas 

a C ompany. I think thi s ·would be  a good time to  back away 

7 a lit tle from the s e  spe c ific problems and look at the 

8 ovor.-all . As I,.;Ir . Lower said , some of the s e  thinc;s we 

9 don' t like are not t o o  bad • • •  By th is  I mean so bad that 

10 th ey would cause  us to back away from this problem . But 

11 you' ve got one paragraph that is  almoct unacceptable , and 

12 another one almos ·t unac c eptable and on top of that you 

13 add s01:10thing hero that is  contrary to our operatin,e; habit ., 

• 14 and practic0s  for many , mary years -- and one of us  i s  

15 required t o  bid on ·these  lands . S o  I suggest tha t, con-

16 sideration be given t o  th e over-all picture as th e oil 

17 companies have t o  look at it and se e  whether by adding 

18 thene  little ·things here and th ere that yuu aro not over-

19 load.inr; this thing to the point 1.·1here it becomes unattra ct · ve 

20 u.a a wh ale • 

I �P ·p ·,-,1,-i C ·:·, ,, -- .. 
"l.1.l. • .l;/ J. � � � .J.'...1.J.,.. • Hanna . 21 

22 ASS:;JM:31Y1uIAN IIAl\JNA: .(s it my . . .. .  I '.. :ould like to 
23 mal:e a statement� .  It upy oars to  mo if it �.J a fc:l. ct tha t  
24 tho practice under similar situations in other oil areaa 

25 o:f:' the Un:Lt od Sta tcs  x•oqu:i.ros th o J?Ublic di so crninati on. of 

26 t:::i.it1 inforiTiation t·ro 2.ro tall:ing ub out , t!.1.at there oh ould 
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b e  3 ome showine; of different cir ct1.mstanc0s  in the Stat e 

of California , so  that we could come to a proper evalua

tion of ·bhi s historical practi c e . I dot1 '  t think we can 

jus tify a practice simply because  it has been done for a 

long p eriod of t ime ... We certainly sh oi�ld have sub stantia: 

evi denc e  of its desirability a11d I thinl: it iG incumbent 

upon the industry to show that to the C ommission , so they 

can make a proper policy  decision -- if this is going to 

b e  a policy question. I thi.P.Jc it ' G certainly info.cmation : 

·too , for the Legislature , if they were soing to cont empla·t 0 

change s --· and I am almost sure the r e  ·will b e  s ome chane;et 

contemplated in the 19 59 nession , rolatod to this whole 

problem .. 

UR. PEIRCE: Any further discussion? 
•, ,rR l•.1, •. • v'lANEN:MACHER : I would like t o  t ell you , sir , 

that all of this is not compulsory -- most of it is  

voluntary. In other -..iords , no·t all of the rB o ords  are 

submitt ed to the Stat e  and released the State authoriti es . 

For ex:ample , electric loss are exchaneed and in the old da� s ,  

twenty ye ars ago , it used t o  b e  they would ·trade . In ord e:: r  

t o  make it c onvenient , thoy turne d th t:::l;l over· t o  a blucprir. t 

company and ·bh0y print them. In other words , if a man 

drills a well he may hold that info·:-mati on a fow months . 

I would lil:e to p::.>int out again that it 

w·ould be totally inconsistent with the reculati ons rola:ti v e 

t o  core drillj.n� and othor types of informat ion ou ch as 
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1 seismic i.nformation -- wh.ich undc1.r the present lea.Bo fo.r•m 

2 any-one may go on. to the leased premises a11.d obtain. pu:rs1..1a •t 

3 to permit coro informa·tion , seismic information, that 

4 ·which ifJ to be treated as such under the statute . Why 

5 should it be a different rule ·with respe ct to wells drill d 

a by the le ssee on • • •  lands? This iriformation is availabl . 

7 to a person i£ they go on to the premises � I s ee no 

a justification and certainly a horrible conflict if the 

9 lessee is forced to submit all his information and third 

10 persons are permitted to 30 en antl obtain information of 

ll the sar.1e or similar type . 

12 MR . PEIRCE : Mr .. Hartig , what is your c omment at th ' s  

13 sta�e of the discussion? 

14 MR . HORTIG : Well , with respect to the particular 

15 section under consideration at this time relative to the 

16 avail ability of data , I have already reviewed in genex:·al 

17 the criteria or the factors which the State Lands Divisio 

18 thought were rslevant thereto ,  all except one ; and that isl, 

19  th at in the resolution of the conflict , as Ur . Ho.me men-

20 t ionod , if data were required to be disseminated and a 

21 particular less ee felt h e  had not achieved by his invest-
! 

22 ment a competitive advantage ., I believe it must neccssaril 

23 follow ....... al thou�:h it cannot bo  d0monstrat0d p:r:· ecis oly --

24 on a lease  offer on that basis ., li lessee  mal:ine a cri tict::1.l 

26 evaluation would include domo insurance  for the condition 

26 that !1e no lonGor had a c ompetitive advantaco ; and this  

lllVtSION OF ADMINIS'rl':A'YlVI!! PftOCE'DOnll:, S'fAYlt cw eAL.IFOANIA 
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• l insurance would be  in a lower bid t o  the State for such 

2 a leas e .  

• 

.... -··- ill !II 

3 MR . PEIRCE: Mr . Ki:ckwood , you ra:tsed this que stio 
4 of dis cl os1..1re of  informa tion . Wnat is your position at 
5 this point with respe ct to its  applicability to  th$ leas e 

6 form? 
7 1\"IR. KlJlKWOOD : Let 1 s take a look at. v'!Jhat ever else 
8 Wt: are put ·ting in the l ease . I c erf.jain ly realize  this is 
9 one of a s eries  of things ➔:;hat balance eac h  oth er "' I c er-

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

26 

26, 

tainly wou1dn ' t want t;o go b eyond the c onulus:tons h ere, 

all c ertainly wh i ch would indic at e  th at if the l aw of 

regular application wer0 subsequently adopted,  making 

public similar material , this would be covered or sub

s e quently d.eveloped information would b e  covG1 ed by that 

law. That would be as far as I would want t o  go . Let T s  

s ee wnere we end up o �r judge • •  � .  we have on.e blank in 

the lease on the size  of th e parc els • • •  

MR . HORTIG : If I may suggest )' this vJoulcl follow 

in th e next c alendar i te:-:.i 1vhich would go t o  p."'oposed 

�p acific applic ation of thi s  lea s e  form a� adopt ed ,  as a 

basis for pro ceeding . Both siz e  of par ce ls and rental 

pi·ovisions tdll b e  discussed in the next cal endar it em .,  

lv'.iR ,, KIRKWOOD : You are not ta lking in t; erms of 

this exhibit , vn1atever it is?  

1,ffi . HuRT�G : Yes ,  it would b e  .. ,, • 

l,:I� . KIRK\lOOD : Tb.at does sive tho rental formula'?. 

OIV!SION OF AOMINI STRl>.TIVE: fJROCll:DUR£, S'rATll' 611 cl\l.ll"CJrtN'.:A 
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lYIJL. HORTIG: No . 'I'he  ·rent al is a blank on. page 3 

of the lease .  

lvIR . KIRKWOOD : I would c ertainly reserve at this 

point , John • • � • I would say let ' s take a look at the 

other things ; and I am not malcLng any suggesti on or 

proposing any amendment of the lease until I have a 

chance t o  look at the oth er thinBs and have a chanc e  of 

discussion with the c onsultants and so forth as to what 

they are rec ommending her e .  

PEIRCE : Are there other representatives -who 

wish to be heard with respect  to the proposed lease  fcrm? 

If' so, we would b e  d elight ed to h ear from y,.:>u now. 

MR ., WATSON : r,ir . Chairman ., for the rG cord my name 

is Glenn R .. VJat son Q I am appearing today as attorney for 

Edwin H � Pauley a.nd As s o ciat e s  a.nd Phillips Petro leum 

Company . We have t1,io points bearinr: on the propos Gd leas 

which we feel should be c onsidered by the C ommis sion . 

Mr . Horti[:; just rc.:t errod to the annual rental 

figure as s�ill blank . We not, e  that t)l ,  00 p0r acre has 

beon re com..rnonded by the st,aff but has not y0 t been inse:rti�d  

in tho leas e . \:le would simply say we support tho s 'taff 1 s l  
rocomraendat,ion of (>1 . 00 i.n that respect , 

li •Jrr.:w oz th.a  loaGo  arc tu1.t1 or c cns idorc.tion ; and if it  is 

u.�;rooo.blo , I Houlc1 lil:e �o d:i.sctlSG th e fool:Lng o f  th ono 

DIVISION QF APMINIB'l'RA'l'IVll! PltOCE!DUlli:::, S't'A'tl! O"' ':ALIFORNIA 
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·bwo c ompanies with respe ct to  sizo of the parc els . The�t l 
I 
I 

is importan t to the Commiss ion. • ., a.11.d ,; well ., Edwin Pauley : 
I 

and Phillips Petroleum Company are of the opinion tha:b 

fixing the size  of these wildcat parcels at 5 , 760 acres 

would be  in the bes�  intere sts of the Stat e of California 

C ertainly ,  parc els of that siz0  would b e  mor e  a:btracti ve 

t o  industry and » therefore , shoii3.d result in high amount 

of cash b onus b id .  We b elieve that not only would the 

t otal bonus per parcel be  greater but that th e industry 

would bid rnore cash bonus p er acre on the largor siz e . 

The amount of' bonus is affe ct0d by the probable revenue 

of the lossoo if the parcel is obtained . The s ize  of the 

parcel will ir.Lfluencc the size  of expenditure on plat,form 

and other operational re quirements .  Such e.xpenditures 

Nould be  srca1jor for .:. small parcel than for a larc;er 

par c el -- whi ch ,  of course , would result in a smaller net 

profit on th0 sm&ller parc els ,. The lar2�er par c olo s11O� .. 11d 

produc e the 2,:r0at or dollu..r· ro ti1.1.rn p0r dollar spent per 

a cre , thus muk in.'.}; 1noro dollars available for the payment 

Gf' a hicb.cr cast1 honun t o  tho Gtut o .  

'rherc:Cor0 , wo ,U"c o f  the opinion that fixine the 

s iz o  of the orici11al purc olo at 5 , 760 ac1:�0s i.s sounder 

from a buo inen o and oconor:1ic ·.ri: 1vrpoi:nt ; will have the 

of .foot of incr·oasin�l: th o b onns li0 ·tho State of Cc:1.1 ifornia 

Dl'!l '>ION 01" AbMINIS1'1lA'l'IV1!; i>nocm:,unn. a,w,·� Ott CALIPOlll'll,\ 
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11\u."'·oh r�r, tho Lcc;islt�i·btu•o b.as o::-cprosscd par♦o ols of 5 , 760 

ctc:r0s in size by ·tho Ounninc;ham Shell Act in 19 55  and r0 , 

enact ed thi :. in 19 57 .  1l1he Le gislt;rbur0 apparent ly cont 0iii 

plat ed tl· ... at parc els not 5 ,  760 a.ores  in size would b e  

appropriate in proper cases . This offer , we fe el , is  the 

logical place of followin� the leeislative intent by 

fixing the size of the parcels  at 5 , 760 acre s .  
1

I1l1 e se c on d  poin t ·whi ch we wi sh t o  bri ne; before yott', 

which wo are m ost c onc erned with and which conc0rns the 

C om.mi ssion , c on c E\rn s the royalty formula . 11he staff has 

recommen ded a b onus bid and slidine; royalty,  but there 

has been publicly litt le discussion regardin g  the suitabl � 

royalty formula . We believe that th e royalty formula 

propose d in Exhibit B for oonsidera tion is  r..ot proper for 

the s e  wildcat lands . In f act , this formula i s  c omparable 

to the one s on the m a,iority of the State land s i n  the 

Santa Barbara lands  and Ventura , on itJhioh leases have b ee 

made on proven lan d:=:: , GJ�cept in ono case in cash b onus . 

t'k� would like t o  submit a formula which, i n  our 

o pini on i n  moro oui table to wildcat lan ds  I) r.rhi s formula 

21 lies somowh0ro bet ween the o.xtromos that have boon t:tdvo-

22 cat od ,  one sugge st in g  a flat 16-2/3 and �ho other a sli di1 g 

23 scale up t o  50>� , which appoarfJ on �J-::h:i.bit B f0r c on'1idcru 

24 ti on .  

25 Por ·tho purpo se  of clarity , I ·wot1ld lil�o to hand th o 

26 Conmd.ss :Lon :..t Ghoot  sb owint�; ou:c pr·opo o ed .rormnlu and it iJ 
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of'f'o ct on proposed pro<!'..'!.ction . Thc:r'e is one for about ev ry

one to  have one and in about five aeconds I can put :i.n on 

the board so the other �entlemen can see it � 

Now, you, will note that under ·chis formula 16-2/35; · 

royal·by remains effect�i ve u.nt:i.l a production of 196 bar1"e s 

6 . per well per day has been reached .. The royalty then in
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creases on a slidinc; scale up to the maximum to be  fi:::ted 

by the Commission,. We recom.rnend a maJcimum of' 2 57h on 

this offshore  wildcat acreage o In our opinion ., this 

formula would make ·bhc lease more attractive , t� 0uld in

crease 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 Louisiana, Texas , th e F0deral govan 

ment in the Gulf of lvieJcico , and other jt1..risdictio11s , wi·bh 

which the oil industry must compet e .  We fe0l it is 

important for California to be in competitive position wi h 

other jurisdictions . rl'his formula vre propos e  is a fair 

one .  The company will spend millions of dollars for cash 

bont1G , platforms , 01cplorati on a.nd t ostiu.c; . At least , the 

cash bonus , oxploro.tion and drillin.c; costs 1itlll be  a tot «!'l 

loos if drillin� is unsuccessful . Every bidder must con

n1. de:r theso  factor1;; in the eve.int production is  not obtain d -> 

. d � . . t' t bo in . i.;;; ...,orm:i.n:i.ng ne casL1 11us . 1:L1ho potontiul reward muot 
1- l .(I .1..1 lO ("H".:l ':I "' r.c1•1 .. 0 lt"., !:::: :'1 t11 0' po·t". "" \'\ t•i h l  '1-'' 0Y.,r::i vu·l· \j O, �c care o:i. r, 1osn  - , , o G i:;.1 11 ,I. '-' "" """  � � vl..l. ..... \:.1,. .t. V V'l >.;;\,J. \. 

t,110 le ss  th0 cu.sh bonuQ to bho Sbuto • 
.,__ ________________ , ________ __., _____ ""' 
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l In our opinion ., this should have the careful 
2 con s id0:r·atio11 of the Commission.  We trust our rcoommenda• 
3 ti ons on the size of the parcels and a suitable formula 
4 will be c onsidered before final action is taken. 
5 MR . PEIRCE : May I ask , Mr ., Watson ., did y ou or some 
6 one representing the companies you are representin g today 
7 preser.1:b your thi.nking on this s1.1b ject  to  the conunitt �e of 
8 the Weste rn Oil and Gas As sociation? 
9 

10 

11 

12 

NR e WATSON : I don ' t believe the committ ee has met 

f.d.110 0  the royalty formula was first proposeu. by the Lands 

Commission and came out t·rith a -tentative draft in March .  

To a.l.lswer you directly ., sir ., I don t ·t believe it has been 
13 dis cussed with tho Commi ssion • 
14 IviR. PEIRCE : Vlero your companies repre sent ed at the 
15 dis cussion at -vmich members of our staff met with mc:m1bers 
16  

17 

18 

19 

20 

21 

22 

23 

24 

26 

2a 

of the industry here in Sacrament o on li'e b:r·uary· 26 and 27 , 

I b el:i,ove , with the :::01:.sulti ant s pres ent , di s cussinr::; vario 

ramification s  of this problem ? 

l\IR .  WATSO:tT : 1rh0 two compan:i.es  wore repr es ent ed at 

tb. o  h0arin,c::; and a ccording to th0 1r:ritor , tho ro was no 

discussion concornine tho p firt icular .formula . All of the 

discussions wore directed toward cash basis , and so on. 

This has not rec eived publi c dis cussion .  

r.�n . :)EI11CD . In other words , your presentation t;oda} 

:i. s th0 i'irnt ·b :i.me ·bhat this par ticul:u• proposal hus boon 

prtH3 Ctrtod t o  our· staff o:r- t o  ou1� consnl tanto '? 
.__.. _______ , ___ , ______________________ _ 
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MR . WATSON : No , I wouldnt t, say that . It ' s  the 

first public dis cussion . Tb e formula has been present ed 

to Frank , but thi o  is the first opportunity , act\.1all·y thi " 

is the first time the formula h a.s b e en publicly dis cussed 

to our knowled'ge . 

MR . PEIRCE: Mr ,) Hartig , have you any comment s  to 

make with l .... egard to this mat tier? 

MR . HORTIG : Yes, sir .  As Mr .. Wat s on reported, 

rep:resent ati ve s of' Phillius Petroleun;. did di scuss with 
' .., 

me this proposed royalty formula sometime back . This was 

on e of a multitude of formulas and proposals which have 

been evaluated against the te sts of the Com.m issiorls exper· 

ence , the rec ommendation s of the spe cial bc)c:.1..r.•d of the 

c onsultan ts t o  'the Com.mission ; an d inasmuch as I 

point out , I probably sh ou ldn' t admit thi s -- I am one of 

the paren ts  or the paren·t of th is particular form back in 

193 H ,  I fe.l·b I had parti cular f:tmiliarity with this formu .. a .  

The basic probl em ,  making th is shor·c , is that the 

st aff has rocom.n1endod co  the C ommiss io 11,  after c onsidera

tion of all asp ects , from all aspect s , th e par.·ticular 

f'ormul(�1. whi ch i s  in the lease  form b eforo you today. All 

oth�r vari ations are des irabl� and supportahly desirable , 

dcpendinr; upon the particular and desired to be  achieved 

by the specific p:roponont . You havo he1,;0 ·today, on one 

hand, Mr . Lower· unqualifie dly ntatod tho royalty formula 

proposed by the staff is  'l':oo  hic.;h ; L-ir e Wa t s on ir1 behalf 
"-------------------------- -------_J 
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l of his clients has an.other one lower , a.nd , therefore , the 

2 t'econunended formula i s  ·tt10 high ; Sen at or Allen stated un-

3 qualifiedly the royalty formula is too  low .. 

4 I You have 1 out of the t;otal con siderations and the 

5 repres entat ions ma.de by everyone , the staff' e1  c onsidered  
6 

7 

8 

9 

J .. O 

ll 

12 

13 

14 
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16 
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r e c ommE?ndation and the consid ered rec ommendation of your 

spe cial board of consultants ; and even in the light of th 

support for the particular formula which Ivir . Watson ha s 

advanced , that nevertheles s  the royalty formula thati 

sh ould be adopted by the 0t>1:wission is tha t  set  forth in 

the lease form before you.  

I might, add , additionally, for tho se proponent s  

of the si tu r:ttion who feel that potential hi.gh c ash bonus 

bids are restrictive and 1.,1ndesirable in c onnection with a 

State le ase ., th at adopti on of the royalty formula propose 

t o  the Oonunissi on would be  r.1ore desirable in th e royalty 

for m  her e  proposed ,  in that I think it is re c ognized as 

axi oma tic that  with the hi::h royalty formula , the cash 

b onus bids would b e  lower � 

HR. PEIRCE : Dr . Ka velor , would you like ·to c omment 

DR .. KAVELER ! !,Ir . Ohai rm:111 , I d')n t t believ e  I c ould 

add nny·bhin.:; over t1hat Ur. I Iorti�•; ht1.s so.id . Thoro is  no 

bu.ois for dctormininrr. what a. royalty shoul d  be . It is o. 

mcit ter of btusinos :::i jud,�:e1onti "' As you havo dis cus s ed o:t

rror·t:i.· ,.,. 
.... A ,. l.> 

.__ ___________________________ ,,_......,. ____ ,,_ __ _..,. 
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calls attention to tho fact that ·the l\°?ase is a thing in 
sum total .  If the r0yalty is highetj , ·che bonus will be  
lower. I think Mr . Wanenma.ch0r joins me . Both as t o  the • 
size of the lease and the royalty to bo applied , they ha.v � 
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6 I unto them.selves a policy problem.. 'l'he diverse op:i.11ion 
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what e.::�is ts in this State , I think , would drive the Comm:i. , · 
oion to a c ompromise position. I think y ou should derive 

a great deal of sat isfaction out of the fact that if both 

sid es are dissatisfied with the 1--osult that equity has 

probably been done .  It would be fatal , in my opinion , th · t 

either side waJ.k0d out of here satisfied . Then, I think , 

e quity would not be done . 

On e has to  wei gh his words in this ticklish 

sit,ua tio.1.1 • o • but I am persuaded • • • th:e stat emen t I 

mo.de t o  Mr. Al len ., the sta:t c,�ment I ma. de in r espe ct to the 

statutes on minerals in th.e  State of California has under . 

gone t 1:·an sition �  At the last 1�1.eetinr; we h,ad, it was all 

understood that 1i•Jhat wo docidod t oday is not fixed -- i"tj 

is in an evolutionary process . I think vfhc:i t the staff ha .. 

recommended today is a.s e;ood a middle-of-the-road loaso 

tb at you could have . I would r e commend ·chat th o ot�Jl'f ' s 

r0comm cndat ions on lea.so siz o �nd other tihin:.:;s  b o  approve r1 

1-I� . PEIRCE .: I,Ir· . Wanonmachor? 

" '  , . .. 1· ,· •r1""\ c1 ·,•1 . y, 01 1 CO"l � , , �-1 t,.ro1,r . 1 ,rn l •  P "'"C l".,. l''I Q_ )'I )·,. or'= l•H C • .. • .:i .. :'� 1 ,,J,i � . \,, ,, LC c1..i.. • - vv ., v� - • �� v ' ...., .• i. .• J •.; 
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has been ntudiod fox- many , many months . We have tried 

to bring into ou.r considerations 0£ a vory difficult 

problem every poss:i.ble v:tewpoin-b and , as Dr " Kavoler has 

obser'VE)d , perhaps it is too m.uch to exp<�ct that everyone 

shall bo entirely satisfied either from the State ' s  viaw .... 

point or the induc rbry t s ,riewpoi.nt . We have a law under 

which we aro operating; and 'v'"B have endeavored to interpro ::i 

that law, with the advice of the Attorney General and 

our c onsultants ,  in a manner that will protect the inter

ests of the State and yot to cive rec ognition to proper 

indu c ements which will cause the industry to explore for 

and find oil such as may exist under the tidelands of 

this State . Now, Mr . Kirkwood and Uovernor Powers , I 

believe we have ., at leas t ,  exhausted in a preliminary 

fashion the testir:1ony that is  offered by thos e  pr0sent ... 

What iG your pleasure vn.th r egard to the staff ' s re commen 

dation tha tj we approve the l0ase fvrm as amended? 

55 

KIRKWOOD : Could I a.sk a que stion , please ., fir ·t , 

John? r-Ir . Watson, I would be  curim.1.s on one thing . You 

are Senator Richards ' partner? 

KIRKWOOD � Have you had opportunity to dis cus s 

wit,h hin: tho point b. e raised with reforo.nc e  to i,Jossiblc 

operation of AB 5 ?  

l,IR . W1.Vl'SOH : I havt: not l"oo.d AB 5 and I have inquir od 

of him vk.1.at off0ct it wonld hav,,3 ; but I am not oth orwiso  
.__ ______ .,._ ·----·---- ·------··------
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______________ , __ -------------------
.f l:utlilia:t" .. 

I!m . •  KIRKWOOD : Do you £eel , after the discus sion 

you hoard this  morning , that i•t is proper fox· us tc· go 

ahead witn this leas e , with the· p1"lovision of 10 of the 

0'.Kr'l.ibit ; that we are not getting :tnto a problem there? 

Is that any-thing you can express a view on? 

MR. WATSON : No , it is not . Phillips Petr·oleum 

and Pauley have no pos5.tion on that . The only ones we 

wish to comment on are the ont�s within our presentation . 

M'.R . PEIRCE :  Mr . Shavels on .  

r.IR . SHAVELSON : I ' d  like t o  point out that Secti on 

5 res erves t o  thv State the right to  exercis e a puwer . 

In other words , it 1 s not s ome t,hing that is· aut omati cally 

operative . 

NR. KIRKWOOD : You mean AB 5?  

NR . SHAVELSON : Excuse me , I meant Section 10 of' 

EYJli bit A ;  and for that reason it ii� not , it does not 

have a head-on s ort of confli c t  with the statut e .  I have 

a statement , a one- s entence provieo , which really says 

no more than would b e  implied anyway , but it might be  a 

c.;ood idea jus t to clarify this matt er saying n rrh 1� right s 

res erved and retained by the State under this  Section 10 

shall be  e:ir.ercisable t o  the extent and only to the extent 

that such exorcise is permitt,ed  by law at the time of suc ,1 

exorcis e .  tt I think that would certt:\inly eliminate if 

by min1 1te study of AB 5 there should b e  s ome g_U( W t1i on,  we sh ould . 
--· '"'··---------------·--------------..J 
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conclude there i s  a logal c onflict between this :retained 

power in Section 10 ... - then I believe this would make it 

clear that we are not trying to do anything inconsiste11t 

with the law and ., of c ourse ., that would be the thing a.11.ywf y. 

We don't . like to  have any provision of doubtful validity .. ....  

even though it is undoubtedly severable , it do esn ' t  affeci 

the validity of th e lease . 

10 

ll 

W.tR .  PEIRCE :  Mr. Hutchins . 

MR. HUTCHINS : My name i s  J .  Bart, on Hut chins . I 

repr esent Edwin Pauley. I am not trying t o  cut, the ground 

down under a lawy er(()  It is  true that Phillips and Pauley 

12 have not had a dis cussion about this �· but I dis cus s ed it 

13 -i.\Tith Pauley last night and he is very apprehensive that 

14 down the road th ere is probably going to b e  a head-on 

15 c ollusion • • •  ( laughter ) .. . .  my apologies ; c ollision .. ( I  

16 a.m glad you are li stening to  me any-V'Tay o )  I h ave c1, :is cuss ed 

17 this with the Senator himself ; I have read the act . I am 

18 not a lawyer but it seems to me yon have got two sets of 

19 rules  to go by. Looking at this -- it doesn 't have to 

20 t ake a month ., a year , but I th ink mor e  det ail should b e  

21 gone :Lnto than Mr , Shave:son remarks o I f e el like !1,'Ir o 

22 Lower . I believe we ough·t t o  take a good look at this 

25 thingc 

24 

26 

MR., KIRKWOOD g 

I IR t"'r.�r1.,c ·, .. , · • • .� £:J ·1. .t!i :  

Did Mr . Lower make that stat ement ? 

Mr. Kirkwood has asked , did you make 

26 that statement that was refer1"ed to  by l,1r . Ht1.t chi ·J.s -- tha i 
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is , thati. we delay action on the approval? 

MR . LOi/fER: I didn t ·b ask that the Coxmnission delay ; 
action ..  'liJhat I said was that I though.t there was a con
flict in AB 5 . and Section 10 as previously v'lfri tten . 

MR" KIRKWOOD: Wouldn ' t  this insertion of Mr, 

Shavelson take care of any possible conflict? 

JJiH.. LOWER : I think it would , yes . If it makes 

Section 10 subject to the e ffe ct of AB 5 and the rights 

of the Commission to act thereunder sub j ect to any legis•

J.ativs enactment which might be  contrary to itG provision' , 

I think it would . 

GOVEID{OR POWERS: r.rha,t is the part I would be  

intere sted in. We certainly don ' t want to  pass a rule in 

conflict of the law.  

}·!R . KIRKWOOD : I can ' t  see there is  any conflict � 

I think this would take care of it � 

IvlR . HORTIG :  If I may , Mr. Chairman , I should like 
18 to add something that isn' t g�nerally advised . AB 5 or 
19 

20 

21 

22 

23 

25 

26 

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

it is designed to be ; Se c·tion J�O of the l0ase form is $ti 1 

going to be  desirable for the control of operations on an-s 

State lands , particularly from the standpoint that  there 

cannot bd e:x:tensive dam�go :i.:·esultj.ng from operat�.on of a 

Sta to  lease ., which e1:::t�nsi ve dam::.i..g;e c.cu1r1 obherwise still 

result under the criteria of AB 5 long before AD 5 can bo 

tri�gerod into action • 
---------···-... ---.... --------------........ -------
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lVIR. KIRKWOOD: Migh.t I ask , Fran.k , what is  our· 

agenda here? You say the lease parcel size doe sn ' t c ome 

3 · up until items later in the agendaf? 

4 

6 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

I 

M R. HORTIG : 'I1he i'bem succeeding this . 

1ffi. KIRKWOOt: Is it calendered? 

MR . HORTIG : Yes , it fellows immediately behind. 

If you gentlemen wish preferentially to consid er them 

t ogether . ,. . , .  

JY"hr:t .. KIRKWOOD .: I think that gives us the whole 

picture of vmat we are talking about and ·what we haven ' t  

gotten into di. s cussio'.'.l of . Wouldn ' t  you say that ,  John? 

HR.  PEIRCE : I think we ought to  take them t og ethe ri .. 

Mr . Watson linlts them together .. 

rvm .. KIRKWOOD : Are we suggesting ;five parc els be 

put out ? 

lv'.IR .. HORTIG: Yes sir. 

MR. KIBJ(WOOD : And each one is  3 , 840 acres? 

r«R 'J. " HORTIG :  Yes sir. 

]);IR. KIRKWOOD : Jl . 00 per acre per year? 

M.t.'C?. .. HORTIG :  Yes sir . 

�m . PEIRCE: And the lease form we are dis cus s ing 

would apply . 

MR .. KIRKWOOD :  And the royalty also . 

MR .  HORTIG! Her0 is a map wi·th the geographical 

locations . { Shor·t dis cuasion off-the-record ,  looking at 

map ) 

DIVISION OF ADl!'ll!IIISTRATIVE: Pl'!OCE:CURE:, STA'l'E: Ott C:ALI FORNIA 



' ,  · , ;·11, <1·. : 
'' :, � 
' .' • ; •  ·, 

L);l,' :l,.•· . : ··, .� '' � 

.

. ·• ··· · , ,. .... .  

, , 
l. , 
, ,  

' • ' , '  

l 

2 

_______ __,,.._,_ ______________ , _______ _ 
MR. PEIRCE: All right . The meeting will then 

came to order . Before we conclude on Ag0nda Item No . 1 ,  

3 I Mr , Hortig , will you now � a s s  t o  It , 1n No . 2 ,  which invo:v '.'!S 

4 five propos ed lease offer.J..ngs 7 

5 

6 

7 

s 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

lVIR. HORTIG: Yes , Mr. . Ohai-rman ii On September 13 , 

19 5 7 ,  th e Commiss ion ,initiated considera,ti o.n of offering 

oil and gas l eases pursuant, to Di vision 6 ,  Public Resourc s 

Code., in an area of a,pproximatAly 54, , 000 acres of 

subine:r.ged lands extending from westerly of the Elwood are 

to Point Conception, Santa Barbara County . The County 

of fJanta Barbara was notified pursuant to  Sect ion 687.3 .. 2 

Publi c Resourc E :,s Code of th e pending considera.t ion of 

lease  off ers . Th e county di d not reques t  a public hearin • 

Time re quired for filing such re que :st expired November 15 

1957 �  Recommendat ions a s  t o  royalty· :rates , lease sizes 

and lease locations were presented to  the Commission by a 

special b oard of c onsultants on Februa ry 3 ,  1958 . The 

following staff recommenda:tions are with in the scope  of 

the consult ants ' rec ommendations: 

It is recommended that the Commiss ion authorize th 

Exf cu tive Offi cer to offer parcels of ti d e  and submerged 

land in Santa Barbara County for oil and gas lease pt:1.rsua t 

to Division 6 of the Publi. c Resources Code. The lease 

awar d is t o  b e  made ·bo th0 qualified bidder offering the 

highest cush bonus payment in c onsideration of the i ssuan io  

of an oil and gas leas e . rI'he bid l ease ·to be offered for '  
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the pa.reels sh�ll be the .form authori zed pu:rsuant to 

2 Item l of thi..s calendar . The areas are not, wi·bh i11 the 
3 geological structure of any known oiJ, or gas fie ld , there ... 
4 1 0:re they a.re in the ar��as lis1ted by the consultants -ls 
5 wildcat and e.xploratlory. 
6 There follows tl'1,�ee pa.reels of 3 ,  Blr-0 a.ore s each , th => 
7 parcels being approximat ely twc miles along shore , three 

8 miles in.to 'the sea . Tt1e spe cific map ccordina·bes , so 
9 the s e  parc ��ls can be preci.s E-1ly l .. o oated 011. the earth ,,. are 

10 listed . '11h e  three parcels un de r dis cu ssion all lie eas tjer y 
ll of Gaviota and extend to approxim�tely 1½ miles west of 
12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
I 

26 

the ·"resternmost lease of the existing Elw ocd . Oil Fiel d .  

The l andward and northerly b oundary of ea ch parcel i s  'the 

ordinary hi gh water mark of the Paci fie Ocean . 1rhe sea.war 

or s outherly b ound ary would be parallel to the ordinary 

high water mark and s eaward three mil0s . 

The lease rental is t o  b o  set at �)1 . 00 per acre 

per year . 

As provided in the lease fo:rm , no p ermanent filled 

lands , platforms or other fixed or flcating structures for 

w ell sites or oth er operatiions for operating oil and gas 

devel opment f rom the area l eased shall b e  constructed , us e 

or operated at any location less  than one mile soavlard of 

the ordinary high water m a1�k of the Paci.t J..C Oc ean . 

The bid loas0 form to be offered for the next fol

lowine desc ribed parcels shall be �he s�1e form, of cours e 
'----------- -------.,. • ----1,s,, __________ , _ __.__. 
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omitt111g any limitat ions as to locati on , placementi or use 

of pier structures or filled lands by dele·bing the appro

priate restri ctive lar1 guage from the lease for.m ........ which 

provides for th e rest:&i•ct,ion. o:f' the se operatj ons in the 

lease form -- fo:r.'? these two parcels wes·terly of Gaviota 

and sast erly o.f Pt ,. - Co11ception .. Pa:b cel descript ion follo rs . 
There are two parcels , 3 ,  $·4,0 a.ores each . Again , the 

northerly boundary is  t o  the ordinary high wat,er mark and 

th e s eaward boundary or southerly boun dary to be  parallel 

t o  ·0he  or dinary high wat er mark sea.ward three miles ; wit;h 

·the o rdinary rent al {�1 . 00 per acre pe r year ,, 

For the r ecord , if I may � Mr . Chairman � at this 

paint note ttat in the leas e  form which has been discusse 

this morning -- on page 19 '111: e should like to  hav e  the 

recorc! refle ct that, p age 19 , line 5 ,  should read nett 

least �1 rather than 77leasett -- with a Ht tt ;  and page 19 ,; 

l ine 10 , should read "at l east . vt 

MR. PEIRCE :  We have before us the rec ommen dation 

of the staff tl1at th e Executive Officer be author ized to 

offer for leas e five parc els of tide  and s�bmerged lands 

in Santa Barbara C 9unty e Are there a).1y quest ions on the 

pa.rt o f  the memb ers of the Co.mrnissi on'? 

MR. KIRKWOOD : 't'lell , t o  get the me:tte:r for'mally 

b 0fore us , I move the 1"o commondatlon of the st aff . 

GOV�H.NOH POWltlRS : I t  11 s 0 0 011.d . 

-, �R 
1•11·· ,, ,. P�II?.CE :  Does thu.t apply· t o  both rvco1nm0n dt rt :l.on· (1 
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Mr: • .  KIRKWOOD : Well ., yes ,  I think if ·we adopt thiF 

we are acceptj,ng the form. 

rm. HORTIG : For thin particular lease only ,, 
. , , 

im. KIRKWOOD : But :i: want ·to ask the consultants 

b efore I vote on that . 

MR . PEIRCE: If I understand cm:•r0ctly ,  Mr . 

Kirkwood has moved that the State  Lands Corn.mission appro · e  

the two recommendations of the staff -- first , with resp ct 

to the lease for\m as amended; ancl , s econdly,  with  respec -

to offering of these five parcels of tide and submerged 

lands . Those  are 'the two recomme�.tdations before us , is 

that not right , Mr . Hartig? 

MR. HORTIG: That is correct . At -t;his point , may 

aok that the l"ecorct show that the leas e  form as amended , 

referred to , includes on page 21 ,  Line 24 , aft er the word 

ttlands" the addition of the phrase nor other shoreline 

properties 71 as was suggested by Mr ., Kirkwood. 

MR. PEIRCE : Mr . Shavelson: 

MJ:1 . SHAVELSON : I was just wondering also  if we 

want t o  include that little phrasEi at the end of Section 

10 that I suggested . 

MR . PEIRCE : Will you read it aloud, pleas e'? 

MRS .  S'I1AHL :  The rights reserved and retained by 

the State under this Section 10 shall bo exE �cisable to � t e  

extent and only ·bo the e1ct 0n·t that such exercise ii1 per�.. I 
! mitted by lu.w at the ·c ime of such ex:e:rc ise .  
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MR. SHAVELSON : That would follow ·the words 
2 »Se ction 10 " on line 33 , page 22 , 
s MR . KIRKWOOD :  Won ' t  'th e same - - shouldn ' t  th e 
4 same addit ion that ' s  ma.de on page 21 be  made on page 22 , 
5 1  line 9,? 
6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 , 

21 

22 

23 

24 

25 

26 

1vm. SH AVELSON1 That 1 s right . 

lYiR . HORTIG: EJtactly .  

MR. KIRKWOOD : All of the amendments we are adopt

ing are in this one section? 

MR . HOR'rIG : Ye s .  Page 22 ., line 9 -- actually it 

should go in line 8 ,  Mr. Kirkwo od,  after nresidential 

e.rea s n ........ . . � ttor oth er shore line p ropert.i es . n 

MR . KIRKWOOD : That one ., we want to be sure is  the 

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

that . 

MR .. LEOVY : I wond er if we c ould r-9a.d the language 

of th at change a little louder? 

MR . PEIRCE � Can you rectd that , Mr . Hartig? 

MR . HOR'L1IG : Wb.ioh one? 

T·T OP 1
'!1IG " ... """ ..L ,� 

The one at Section 10 � 

Tho rishts reserve d and . etuined by 

the Stat e under this Section 10 shall b o  exercisable ·to tr e 

Gxtent and only ta  the ox·t ent that such 0xercise is perrai ted 

by J...aw at tho time of such e;ce:·c ise . 

MR .. LEOVY: I wu s wondcrint-: if i t  would b o  better 

"c o suy Hshall bo  cxerciG o<l b? ·bhe Stt;J.t o Lands Comm:lssiox1. 
....__ ______________ , ______________ ____ 
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2 still going to do it . 
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26 

ASSEr.'LBLYMAN HMU!A: lt ' s in the lease , it would 

have the same • • • • in o ·ther words ,  the conflict hel:-'e is 

going t o  be  by the State -- the D . O . G . or State Lands 

Commission . 

MR. PElRCE :  Are we all of  the same mind with 

respe ct to the te:x:t of these changes in the lease form? 

MR. KIRKWOOD : Now, I might ask , then , John , of 

the consultants wh v tiher you are :Ln a position to  recommen 
this and having particularly in mind the dis cussion on 

Section lS , whether you feel with thes e  other provisions 

and with the 'balnnce we have , that you are prepared to 

recommend this as appropriate .  

DR. KAVELER: Yes , I�lr . Chairman .  In resnonse t o  J;. 

Mr. Kirkwood ' s  question, yes , I woulid rec orrimend the leas e 

adoption as now written. 

r.:fR o W.A.NENJ:.IACHER ;� Our firm will also recommend the 

leas e as changed and am9nded .  

MR . P.J;IRCE : The motion has been ma.de , .• • •  

GOVERNOR POVr.illRS : I seconded it , yes . 

HR. PBIRCE • • •  1:1nd it hc1.s been seconded . Is there 

any further di scussion on the part of the memb ers of the 

C ( mmission? ( No rosponao )  Has wiyono else anythinc ½o  

SLiy boi.'or• :? wo tuke action witih 1"oapoct to  thoso  two 
1-.--------------------�-------- �d---• ----,,_! 
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of tho Publi c  Resourc es Cod e wtis amended , providin g  rao:re 

fl1�1tihlc operating and dovolopi.nc; c onditions for l eas os

ther·eaf'ter ., and with ·the opt :ton in the C ommission to incl 1de 

any such conditions in any pre-existing; leas e by am endmen .  

Such amen dment may b e  includ�d in pre- exist ing ].eases als 

in th e opin ion 01' the Att orney Gt!neral . 

Application has b e en :r·e ceived from Standard ., as 

operat or ,  r0 questing approval of the amendment s to provid ., 

f or the add it ional operatin g  c ond i'l:;ion s  and it is re c om

mended that the Commissior� approve such modification .. 

This is  identical with the modifi cati0n s appr oved by th r::i 

C ommission heretofore in upwards of twelv0 e;:;tisting leas e "' . 

r-t.-i:i .  PEIRCE : Any quest ions ? ( No respons e )  • 

MR . PEIRCE!  Reeommet1dat ion is approved.  

MH . HORTIG: P1,-ge 24. ,  ge.nt lem en .  The s taff is 

happy to report that with r espect t o  the c al endcir it em 011 

page 24 this repres ents  a c on s olidat ed report of the 

cl osin g  of c er ·tain pro je ct s whi ch have been complet ed 

pursuant ·t o prior auth orizat ion by the  Commis s ion for 

expendit ur e of s1..1bsidenc e funds . The det erm ination of  

the a llowable subs idence  deduc tion s  in the light of.  ·bh e  

operations that have been conducted has been completed in 

accordance with the  requirement s  that ther e b e  an enr;inee · 

ing review and final audit at the time the i tem s ar c c om

plet ed .  The l"osult s  of ·the final engine ering 1"'oviow and 

audit ar o t abulat ed on page 26 and r epr oocnt only four 
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12 

1:.7, 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

____ , _________________ ,._, _________ ...__.. 
p:i."'oj ects ., show :for four p:r.ojects in th e final column 

tt(Jredit Due State 11 tho arn,.,un.t of funds heretofore w·it;hheJ d 

by the City of Long Beach on an estimated subsidence bas s ,  

which have now become due to  the Sta.te , ir. view of the f 

1act tha·t allowable deductions a.re found to  be less than f 

those paid the City of' Long Beach . So ., for, the proj ects 

as listed,  the amounts due the State are indicated in th 

right hand column and it is recommended that the Commiss · on 

deterniine that the subsidence costs in these  respec •ti,re 

fund o.esignations be  auth,Jrized on the basis of this 

det,errnir1ation ., E.nd that ·bhe Executiire Officer be authvri 

to execute appropriate wrj.tten instruments requiring tha 

appropriate a� justments on the ac counts considered herei· 

be made to  the State of California as necessary and indi

cated on Exhibit A an. page 26 .  

MR� PEIRCE : Does  this mee -'0 with the approval of 

the C ity of Long Beach? 

MR. SPE:1JCE : l,leets the approval of' the C i·ty of 

Long Beach . 

MR . KI:tKWOOD : How does this happen? Are these  

all undor the original es •t imates�r 

MR. HORTIG : This will be the situation in the 

maj ority of instances . 
24 MR .. KIRKWOOD : Wo a.re not closed from our original 

26 1 findine fr1.:>m ad justin_r- upward? 

MR. HORTIG:  No  six� , we uro not ,.. As wo have gone 
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a.long)) you gentlemen have appr1ovcd additi?nal amounts a.11.c 

ultimately it c ould well be that o As the tabulati on was 

originally s e·b up ,, it reflect ed ttCr1:::t.lit due State or-

Long Beach" and it can go sither way, but i.n this particu� 

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

the column was omitted for clarity . 

MR . KIRKWOOD : We don ' t  have any further documenta� 

tion on thit except this? 

MR . HORTIG: Solely the working papers . 

MR . KIRKWOOD : Those  aY.'e in th e hands of the staff'? 

!1RQ HORTIG: They are in the files of the State 

Lands Divis ion . Copies are in the files of the Long Beac 1 

Harbor D epartment , and the results h,�re are als o  the final 

determi11.atiol'1 after rat,her extensive reviews and ag:r'eemenG 

and determination with the Long Beach Harbor Department 

s t aff . In other woi-- ds , these are not unilateral deter

minations . 

I:JIR . KIRKWOOD : Jay , in you1"' opinion is th is 

s ufficient do cumentation ·t o a ct on without in effect 

d elegat inc: s0nH.::one to co into it 2 Sh ould we have s or.;.e 

s ort of outline from the staff as to their procedure? 

This is t he first  one we have done ? 

irn... nortrIG: Yes . 

:MR e1 SHAVELSON : 1.rhe C or.1mission hao , of course ,  

c;iven i·b s prior approval ·to tho s e  oxponnos ::rl1b j o ct to 

I don ' ·t 
i------------.. .......... , ________________________ -.i 
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know what would be ::tnte:rmediute between this general 

surnmary and actu.ally gcina; into the tabula ti on of the 

working papers .. I do.u t t think that 

MR. KIRKWOOD : You think this ls sufficient as a 

basis for us to determine that th.is is the proper divisior. 7 

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

go above your original estimate , I feel pret·by comf'oJ:-tablE 

with it � As fa:i: as the future ., if the c osts do  exceed it ., 

it ' s  quit e possible we ought t o  formulate a prouedd:re und1: r 

which , 1·1hen the City sees that i ti is going to  exceed the 

est irr.,.::.:t ed c ost , that the Commission is informed so tha·t ii 

may, if possible , act before ·che excess funds are spent . 

Iv'.ffi. HORrr J :  That has been our • <la • • • 

l�IR . SHAVELSON : That has been . I think you have 

given your prior app:r·oval of the expenditure of up to  thiE 

amount at least and under these circ1..1.mstances I think it 

is satisfactory. 

MR. HORTIG: I may have complicated +jhis unduly, ii 

I may suggest -- I did not read the full calendar , but thE 

calendar item itself outlines the steps that were taken 

and includine; the final review with the Harbor Department . 

r.[1his , I bol ievo, was sor.1e·thing in the nature of something 

intermediat e ,  as Jay has suggested . 

I:-IB.. KIRKWOOD : None of those are particularly 

co11t:r:·oversial areas ,..._ they are not ones where we would 

get into a erious problems . 
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rnn. HOR'rIG: No , thoy wore clearly within tho 

Harbo1" C ommission,  S C:.) we hav,J no difficu.lty as 'to locu

tion .  They woro def'init,ely in an aren that has fil'ld is 

continuing to  subcide and the funds we:t"e clearly spent 

fo:r the purpos e of sub s idenc�� remedial work . Many dis

cussions were .necessary t o  clear up how you subsidize a 

portion of a pro ject, and , as a matter of fact , the reaso 

th ese  are all credi·ts due the S"hJ.to was th0 fact that 

ther e ho.ct b e9n considerable differenc e  of opinion in the 

C ity ' s estimat e  as to  vrhat w0r e subsidence items und our 

dete:i.'lninati on arrived at sub s equently. 

f.ffi .,  KIRKWOOD ! :t;I ... m-mhm . 

:t:J.fL. PEIRCE : Any f1.1.r'ther questions ? 

MR . KIRKWOCD : No . 

PEIRCE :  The recommendat ion is approved .. 

I,iR . HOI1'rIG .: Page 27 is  a cont inuation of the 

month-to" 1111011th program, or the program analogous t o  and 

neces sary in c onjunction \"li th those p:r· ograr..1s approved 

h eretofore by the C ommission on a month-t o-mo":'lth bas is 

b ccu;us e the t otal program data ar c not yet suffi ciently 

develop·::� ,� in order t o  permit t�'.l'.'.) parti cular s 0,i:m0nt to 

be included on a fis cal year banis ; and in this inotanco 

addit ional subs idence studies are deemed t o  b e  critically 

n0ccs sary in c onn.f:lot ion wi t.h evalua t ion of subs idonco wor1 : 

planned for tho futu-r.o ;  c1.nd whi1o the:i:· o has b oon prior 

approvul of th :Lc typo of pro j ect in principle a11d for a 
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costs will have t o  be  incu:rrod by the Harbor Departn10nt 

for the sub .... pro j ect 1' 0onsultants and Contingcnciesn which 

is outlined at an et:>tirnated ·�otal of ;)10 , 000 on page 2t3 ; 

and it is recommended 'that the Commission approv�� such 

costs  to  be expended by the City of Long Beach , sub ,jeot 

t o  th e standard reservations for determination of a,llov; ... 

ability upoiJ. engin eering review· and final audit sub s e quen 

to th e time when these operations have ac tually been com .... 

pleted .. 

lVIR. KIRKWOOD : ]\I-m-mhm . 

MR • .  PEIRCE:  Any questions? ( No response )  

Recommendation is approved . 
it�m :t1R. HORTIG � Page 29 -- an ;analogous to ·the pre~ 

cedine; item . This is  als o  a - request for approval .for 

additional funds for a projec t heretofore approved :2.nder 

the t itle of tt Subsiden ce l�Iaint onancen and th is reque st is 

being made to  insure that emer�e11cy repairs can b e  made 

to  terminal facilities if required prior to the end of 

this fisc al year , June 30 , 19 58 . 

MR . KIRKWOOD : lvI-m-inhm. 

MR . PEIRCE :  �Che :recommendation is A.pproved � 

r.1R. HORTIG: Again • •  , the C orrnnis sion h eretofore 

approved on a fi scal year 1,asis a pro j e ct un der th e t :Ltlc 

of 0Roads and ...itl"Oots 11 • r·b hct:J l10 vv dcvolopod that addi-

tional unforeseen 0 1,st s w'ilJ. be incurred by th o Harbor 
i-_, ___________________ ___ ,. __ , ___________ -.1 
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De.pa.rtment for ·wo1"'k on the sub ... p:roject of the pontoon 

bridge relocation . The west approach to the Po11toon 

Bridge remains lc,w and tp.e request • is xnade to obtain 

prior appro·v-al for l''a.i:s::.ng ti.he site of Sea.side Boulevard 

and the surrounding area which will be necessary to meet 

the Pontoon Bridge . No approvals are, being requested in 

connection with work on the bridge as such, which is not 

qualified . It is recom.rr1t,nded the additional costs be  

approved as  detailed 

MR. KIRKWOuD : Move the approval . 

l\tffi . HORTIG : • • • • page 32 ., subjec·t to  the s ·tandard 

limitations . 

1,ffi., PEIRCE: O .. K .. ? 

GOVER.WOR POWERS : Yes , that ' s  O .  K .  

l\'IR. . PEIRCE: Recommendation is e.ppr·oved . 

MR. HORTIG : The Commission has als.)  approved 

( page 33 ) the Pier E ar ea project for the 19 57� 58 fiscal 

year ., but it has b een determined from proceading with the 

pro j ect · that additional costs w:i.11 have to be j_ncurred 

for earth filling the area between bulkh eads and the roa� 

in the center· of the pier , ·which �,,rere not clearly foreseew. 

at the time of pr es enta·bion of the original Pie:r. E proj ec·LJ 

estimates to th e C ommission . It is rec0�::111dnded tha·t con

ditional authorization or approval be  given for expendi

ture of the additional funds . 

MI� . KIRKWCOD ! O .  K .  
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MR .  PEIRCE: Any questions? ( No :response )  

Recommendation is approved .  

].\iffi. HORTIG! Page 3 5  is st:rictly the monthly 

con•tintiation of the Town Lot proj ect which still :Ls not 

pro ces-sed sufficiently to be proposed  in its enti-rety and 

therefore the Harbor Department is again " . . .  
lvIH. .. KIRKWOOD : Approved ,,  

1\:ffi . HORTIG: .. . ..  submitting a r equest on a monthly 

basis .. 

MR . PEIRCE:  Any questions ?  ( No respons e )  The 

recommendat ion is approved .  That ·takes  car e  of· Long 

Beach? 

MR. HORTIG: I believe that takes care of all 

personal appearances , if you wou.ld car e  to  x·aise the 

question . 

MR . PEIRCE:  Does  anybody have any matter before 

the Commj_s sion upon which you would like to b e  heard?  

Otherwise ,  we will r eturn to the agenda and consid er it 

in or der .. (No response )  

MR . HORTIG : Page 6 ,  then . 

Leas e P . R . C .  ll1-98 . 2  was issued in anticipation of the 

d evelopment and shipment of commercial grade uranium ore . 

The le ssee  has labored diligently to develop such a proc e s s 

that would be  e conomically feasible but has b een unable to 

meet tho spe cifications of the Atomic Energy Commission , 

vJho have since also curtailed purchases  of uraniu1.1 oxide  
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from new mills . There are no royalties due on tho lease 

and a.dva11ce rental for the year 1�157 has been paid . 

IVlR. PEIRCE: Recommendation j, s approved.  

1vm. KIRKWOOD : Are all cf thos e dates right in 

there ? Some oi� those are subsequent , bt.t I gi.:i.ess that ' s  

O .. K ., 

IvIR. HORTIG: Well ., the nGxt one that comes up is 

May 31, 195$ . We are not there yet ,  and th e Commission ' s 

prior approval of deferment was for the preceding year 

rather than t,h e advance year . 

The Commis si on has heretofore approved a px·ospect-I 

ing permit covering certain areas in San Luis Obispo 

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

has been found that commercially valuable deposits of 

minerals have been developed under the prospecting permit • 

The prospecting permittees have requested that a prefer

ential mineral extraction lease b e  issued as provided for 

in th e permit . The royalt;y rates were also set forth in 

the prospecting permit at the time of issuance  and are 

It io recommended that the C om.'Uission 

authorize issuance of a preferential mine-ral extraction 

lease to Carl Pierce , Feree Pierce and Frank Pierce 

covering Lots  1 and 7 ,  in ac cordance with those sections 

of the prospe cting permit that are �elineated in Prospect ng 

Permit 1899.2 , sub j ect to  the deposit of performanc e bond 

in tho amount of •}1 ., 000 ,. 00 • 
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MR .. KIRKWOOD : O .  K li , I guess . 

GOVERNOR POWERS : 1V£-m-mhm. 
lvIR .. PEIRCE : All ri ght . The recommendation is 

approved .  

�m. HORTIG : Ken, Page 9 .  

MR. SM:ITH : Page 9 -- Sale of vacant s chool land. 

Applic ation has been rec eived for the purchase of 40 ar�,:  

in Sa.11 Diego Countiy . The appraLsal is establ ished at 

0500 . 00 or 012 . 50 an acre . Under the competi tive b idding 

s even separate bids were received , rangj_ng from a low of 

�� 520 to a high of �)1001 . 20 .  Two of' those bids were fault: '" -

that by Esther Bradberry , since  it was not submitt ed on the 

form pres cribed  by the Commission in th�, public noti ce , 

and also the bid of James G f\  Ronis -- the envelope did no l/ 

contain the notation "School Land Bid - Offer No . 183 " as 

spe cified in the public noti ce .  The first applic ant , who 

had the .right to meet the highest bid ., indicated h e  did 

not wisi1 to do so . 

It is recominended that the Commission find that 

the 40 acres in San Diego County are not suitable for 

cultivation without irrigation ,  re j e ct the foll owing bids 

for failur e to comply with the regulations set forth 

and required ! The bid of Esther Bradberry -- form of bid 

not submitted on the :form p1r1 e s cribed by th e Commissi on ;  

bid of James Ronis - - s ealed bid did not contain t,he 

notati.on 011 tho O'lltsido thereof n sch ool Lru1d Bid .... Ofi'c:r· 
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______________________ __,.. ___ .,. ______ _ 
No . lSJ ; n and by reason of the first· applj.cant h&:vin.g 

r elinquished his right to  meet the high es ti bona.fide bid , 

authorize the sale to the highest bidder --· at1.tho1 .. ize the 

sale to the next high,::;st bidder ,, Samuel fv!., Caplin, a·b 

Al 000 ',t' , , wi:th all usual resex•vations . 

JYlf-l . PEIRCE : Re commend a ti on is approved .. 

iViR. SMITH : Page 11 -- sale of vacant s ch ool land o 

It is r ecommend ed that Jche Commission authorize  the sale 

Bl1, 

of s chool land for cash at the highest offer , in accordanJ e 

with th e following tabulations., such sales· to b e  authorizl3d 

according to all standard reservations including minerals. 

MR. PEIRCE � Any question? (No response ) The 

recommendation is approved • 

l\IR . SMI'l'H : Page 18 . This is a salb of vacant 

Federal land , wh�re the applicant to  the Stat e has cancel �ed �  

It is recommended that the Cornmis sion determine it is to 

the advantage of th e Stat d to select ao acre� in San Ber

nardino County;  that ·che Commissi on authoriz e the sale of 

said land and authorize sale thereof in accordance with 

the rules and re�ulations 3:overning the sale of vacant 

s chool lands. 

MR .  PEIRCB: Any questions '? ( No rosponso ) n  

Recommendation is approved . 

:r.:.tR. 81:,ii r.rH : Fu..:30 19 ., Scile of vacant; Fod0ral landca 

It is rocommondod thut� tb.e Conunis o ion clot 0rnino it is to 

·the advanta�;e of tho Sta·c o to f.3 :Jluct 1:,0 a cres 
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County; ·chat tho said Commission find ·ch e :3,:1.id land is 

not suitable for cultiva:b:i.on without ar·tif'ic.iitl irrigatio ; 

that the Commission authorize the sale for cash to Wesley 

P. Beans at the appraised pr-iuc of ��600 , sub je c.t to all 

s.tatutory r/.'I ·rvations including minerals; upon the 

conveyance of t.he land to ·bhe State . 

IvIR.. PEIRCE! Any ques·tions ? 

GOVERNOR POWERS : O .  K .  

PEIRCE :  The recommendati on is approved. 

··•·,IR J.', .. HORTIG:  Page 20 . An application has been 

received for per· mit to conduct seismic surveys in Sa.11 

Francis co Bay off Candlestick Point , which is the same 

area that the Ler;islature has authorized the Connnission t 

sell to San Francis c o ,  a.nd such lands will be used for 

utilization as a parking lot for the Giants ' baseball 

stadium . Inasmuch as these shots will b e  jetted in un

oc cupied lands , in other words holes in the Bay, permit 

will be authorized by li'ieh a�d Game , ·who will have an 

inspector on the s ite ., the only th:i.ng tihat will bo hurt 

by this operation . It is recommended that permit be 

is oued for the seismic • ' ti • • 

MR . KIRKWOOI. . 0 • K • 

MR. PBIROI� !  Reconuucndation is &\'f?Pl"OVod .  

'I' ' ;'� .l.'il i. .  

l ,iR . 
•• ., 'I 
.V.1..t\. • 

IIOH.1l1IG:  

·,•, s 
1r�1c ····., " J;' .l!i i .W II 

r rot) r :1 "" ('" ,. l J.\, J. .l. t 11 

Pago 

Pu r1• ·'.'I wU 

37 . Sorry -- bach to 23 • • • • • •  

'',l ':! ?  /.,,; ;)  . 
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the State Lands D:Lvis ion in coopera·t:Lon vvith and at the 

request;, of the City of Sa11t� Barbara and Division of 

:Beaches and Pal<'iks , b eoau.se an upland owne:i;, decided to  

g1�ade his lot and pour his excess fill material on the 

beach , t o  the alleged detriment of Arroyo Burro Beach 

Park ; and in order to determine the equities and the 

right s ,  it was necessary that we know the boundaries of 

the State l ands , and is o ou..r s ·taff r e co'.cded the survey 

of the high water mark a.nd it was necessary that thi.s map 

b e  recorded as future evidence of the boundary of the 

tidelands . 

KIRKWOOD :  O .K .  

�:IR. PEIRCE :  Re comrnenda ti 01: is approved • 

:t.IR. HORTIG ·: Now, ire will try 37 ..  TherC\ foll ows , 

from 37  through 50 , tabulation of the ac tions taken by 

the Executive Officer under delegation o:f  authority and 

issuance of standard permits �  eas ements an.d rights of way 

!-IR. PEIRcg : It has been move d and se con ded that 

these items be approved . So will b e  the order . 

1�m . HOIVl1IG : lrollowing , on page 51 ,  a suppleme nt ar: 

calendar item -- Ken? 

I-.�R . SUI11H :  That involves a sale of s over ei sn land c 

pursuant to Chapter 1437 of the Statutes of 19 57 . The 

C ommission is authorized t o  sell a parcel of. sovereign lnLd 

in Arcat a  Bay consisting of 3 .  27 acres . tl1.o act provides 

tb.at tho ovvner or 01-�rnorn of the lo.nd abtrttinc; tho dos crib .d 
,._ _____ ,,----------�-------------------
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f'or a p�x1iod of one year from the act , Ths C onnnissj.011 o 

August 8 ., 1957 authorized tho E1cecutive Offic er t o  proc e 

with the sale at the apprais��a ma.rke1i value , sub je ct, to 

all statutory res ervations , except that mineral rights 

shall be  conveyed with the surface  rights and sub ject to 

final approval by the Commission .  

In view of the fact t.ha t the act is sil ent on 

mineral r ights , the reservation of all minerals by the 

S-t) ate und er any sale is considered  mandatory pursuant to 

applicable s ections of th e Public Resources Cod e .  

An application to purc hase has b een received from 

Bracut Lumber Company .. A review of the records indicates 

that A and F Lands C ompany , Inc . is an abutting landowner 

to the extent of 300 feet on the northerly portion of the 

parcel t o  be  s old . This parcel i s  approximately half a 

mile in leng-bh. A waiver of tihe pr eferred r1.ght to pur

chase by reason of being an abutting landowner hti.s been 

obtained on March l? J 1958 . 

The appraisal of the land is )75 .00 an acre, and 

it is rec ommended that , in accordance with the provisions 

of Chapt er J.l1->37 , Statutes of 1957 , the C ommission authori.i e 

tho sale to the abu;ttine landowtier ati a c ash pri c e  of 

8245 . 2 5 ,  sub j e ct to including all statutory res ervations 

including min0rals , of the land d0s c ribed ; and it is 

fur·th or roc ommcndod  . . ..  , 
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Nill . KIRKWOOD: 0 .  K .  

!JJJL, PEIRCE: Reoommenda;bion is approv@d . 

MR., KIRKWOOD: Isn' t that a different type of 

s etup than we have had? 

MR . HORTIG:  Yes sir , this is one that is unusual . 

We ha.ve had others like it s cattered over the years . 

What occurred was -- two different surveyors surv-eyed two 

supposedly adjoinj_ng par cels and actually left a space 

between th e parc els , where there shouldn ' t  have been a 

spac e .  Fift een years later , under a title report , people 

who thought they owned it and had paid taJces on it, ,  found 

out they didn't own it ., And through this legislation 

vte have the authority to s ell the equitable interest in i t .  

PEIRCE :  Does that conclude the agenda? 

MR. HORTIG :  It does exc ept one point . Shall we 

proceed as usual with  your s ecretar ies to arrange for a 

me eting early in May? 

MR. PEIRCE: I t hi:1k you should proc eed in tho 

usual way.  Mr .. Hort ig, I don' t think we concluded ottr 

discussion this morning -- or did we -- on the matter of 

your sur;gestion v-rlth respe ct  to our futur0 employment of 

our consultants .  Do you want to  discusc that now or is  

this something that s hould be taken up at a rater time ? 

I-IR . HOP.TIO : I c an dis cu.ss it now b e cause I also h 1v0 

had the advant�tge of a conferen c e  durine; the luncheon 

r 0 C () S S  with ·the consultant s ,  so I know on what basis thin :s 
..__ _____________ .,� ... -------------------i 
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can be  recommended to  the Commission . Wo are not com

pletely cert ain vmether the existing eervice contr acts 

with the consultants are going ·bo require n ,dification 

at this t,ime in terms of funds allotted to  those cont;ract., · •  

It is anticipated there may b e  a necessity f or augmenting 

those contracts and I would propose  at that time that 

that augm entat ion als o  approve -- sub je ct to th e approval 

of the Comm.ission aJ1d yours as tb.e Director of Finance •--

a reviP;ion in those contract s  to extend to thE.1 end of 

this f i s cal ye ar , with thG anti cipat ion then that should 

i t  be desirable for the Commis sion to have  a consultant 

review of bid s , if a b asis  for evaluation of rej e ction 

ever arose , that1 we hav e  the coutract .for servi ces of 

th ese gentlemen -- and they hav e  evinced a will i .r.1gness to  

contin.ue with the c ontract on  that basis . 

MR .  PEIRCE � Now , Dr . Kav eler and Mr . Vlanenmacher , 

in behalf of mys elf -- and I am silX'e I spe ak for my two 

fell ow member s  of the Comraissi on -- I want to express  to 

you our deep appreciation of the servi c es you hav e  

render ed ·bo u s  under cir cum·.:itanc es that could oth erw·:i..se 

have b e en very ,  very difficult . We have been 1:'1rest lin.g 

with ·chis problem for several y0ars, as a mat t,er of fact, 

89 

an.d to have  had the advico and counsel of two men nationa} ly 

recognize d ,  as you two are ,  aEd �rou:c 11 espoctivo firms , haE 

been Lt sou.r o e  of �l"oat cot1fort to us ; uud I ur.1 sure your 

couno ol wi ll have pro vod invaluable to us as timo ioe o  on 
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and we p1"'oceed with our leasing oporations . I ,  pttr sonall , 

f �)el mos t comfoi"tu.ble vli th rega:r:d ·b,o your looking over 

our shoulders during thes e difficult times , and I am sur e 

tha·b the results will greatly b$nefit the poople of th e 

State of California ; and yet I am sure that your counsel 

6 h'"' s given equal importance to .,che  interestt of' the oil 

7 industry in having thos e inducements ·that aren e cessary 

8 , for them to  go out th.ere and risk. their capital and find 

9 oil ,  if oil is to  b e  foun d .. 

10 I want to 1,>ay spe cial tribut e  to IJir . Kirkwood for 

11 havin g  o:.-iginated the id ea of employing special consultan,:is . 

12 It has worked out wonrterfully well and I am gla d he thoug 1t 

13 of it originally • 
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26 

We are grateful to you and , as l\Jlr . Hortig has 

indicated ,. with the passing of time v1e can d et ermine the 

extent to which we will need further advice from the two 

of you. Have you any comment s ., :r-:Ir. Kirltwood? 

i-�R . KIRKVlOOD : Yes .  I ' d lil;:e t o  j oin with you in 

your e::c.pression of gratitude t1 0 ·the t.c��ultant s .  I ccr-

tainly .fool they have been extremely �1 ,Blpfu.l and I l:now 

I have ha d a grout deal out o:: the dis cussions I have had 

with them and feel it has boon very helpful to me . I do 

wunt to ask one quest i on of I,ir . Ko.velor off-the -rG cox· d -

I think this is 8ome thlng vro 1:.1re ,coin:; to ne ed on eval1..1.a-

tion . .... � t • n1 � l. 0Ll 1 ...... .. it doos point to our problcr�h This oort o ,:-, 

• 1 ,I., 1 I � ,..., , ..... . '\ a· t t1 .. 1. e t4 ::v:-. th ine is  601nc; to :;o \.l oug..1 on ns , a,i1 1..1 r..1 .,. u, . ..r.. .... ,;;.; 

,._ ________________________________ _.! 
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acti on as we can get . 

DR . KAVELER: I might say,  on: beh alf of Mr . 

Wa.nenmacher and myself, tha·t we apprec:ta te  th e wnrds of 

·the Chairman of th e C ommission. Seldom do our clients 

tell us our work. is b eneficial, s o  we appre ciate it . 

Of course ,  we found here an extreme c ourtesy on the part 

of th e C orn...rnission . and the staff, so  we · fou11d everythine 

t o  facilitat e our 1i•rork .  ;·;e appreciate  the c ourtesies 

extended · us by the staff .  

PEIRCE : I s  there any further business?  

MR .. KIRKWOOD : Let t s  find out now on this staffing 

thing. Is that ready for review? 

MR .  HORTIG: Not c ompletely. We have Keplingel"' 

and Wanenmacher 1 s recommendations in hand in my office in 

Los Angeles . I have to review further what is to .come 

from Dr . Kavel er ,  1vhioh he expe ct s  to  be  here s ome time 

next vreek . We will make additional copies and get them 

to you gentlemen for additional dis cussi on and r eview wit 1 

you .  

I(ffi,. KIRKWOOD : The othe r thing is this Kraft ·thing . 

t�1R . HORTIG :  In view of the cha11g0 in geography , 

I was unable t:o  arrange to  have him presen t; here t;oday , s n 

with the high hope that you gentlemen will meet in Los 

It can be  deferred until then? 
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MR . PEIRCE: It doesnt t o ompliccttH"! thi:igs to 

defe:t· :Lt,? 

IYIR . · HOR'rIG: Not for him ...... just that nruch longe1., 

I don ' t  hav� an assistant . 

l'{CR .  PEIRCE :  All righ+ . I gue ss ·bht.:it conclud es 

th e meeting . 

MEE?rING ADJOURNED 3 :  22 P .]);1. 

9,:'.) ,,., 
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OEltTIF1ICNI1E OF REPORTER 

I,  LOUISE H .  LILLICO , l"eporter for the Division 

of Administrative Procedure ., hereby certify that the 

fo1'"'egoin.g ninety..-.tw.o.\ pages contain a ·  full , tr·ue and 

corre ct transcript of the shorthand not;es ta.ken by me 

at the mee) 'ting of the STATE LANDS C0NJJViISSI0N held in 

Sacr,amento , California , on April 14 ., 19 58.  

Da:l:ied at Sacrament o ,  Cal ifornia A�:r il 30
., 

195 8 .  

01,VISIOI\I OF ADMINIS"(RATIVR: PROCEOURE;, STATl:I O F  C:AL.ll"OtlNI,\ 




