mzvmmwgf rwscmm? EE
Méatmng af The | .
STATF LANDS cm«mssmu
of the
ﬁTéIh GF C@LIFQRNIA
He1¢;©n‘WPdnesﬂay, November 6, 1953 10: 00 Awﬁ&
AT LOS ANGELES, r‘ALImRNm
Room 1138 State ¢ffice Building
; ,107 Sbuth Br@adway
P A,R TfCZI PXA.N T B8
STﬁEE LADS CQMMISSIGN"

HON& H&LE CH&MPIGN, Dlrector Of Flnance, CHATRMAN

HON. GLENN Mﬁ AN&ERSQN, L;eutenant Gwvernor, MEMBER‘
Ham ALAN GPMSTQN, State Cantrnller, MEMEER |

Stait: .MR¢ ALAN SIEROTY, iecutive Seareaary to
‘ the Lmeutenant uovernmr

| MR, Fe Jﬁ HQRIIG, Execu ive Qfficen
MRW Fe ‘E@ KRBFT, é&s;stanﬁ Executlve 0ff1cer
- MR. KENNETH C. BMITH, Eublic Lagds folcer
OFFICE OF THE ATTORNEY GENERAL: B
MR, HOWARD 8. GmLEIN,QA551stant Attorney General
APPEARANCES : o |
MR R¢ Fe KAR&HNER, Ehall oLl Gowpany
MR, DELBERT I SARGENT, NiLand# Califcrnla e
MR . DAHIB- ETE&&ON, pDirector of Public Woxks,

| ﬁfiaf”24 - | Impexial County
gir;ggﬁgs - MR, URL&* LG B ﬁQ@TE, Gounty Cownsel, Imperiﬂl bounty
| f25 , MR . HARQLD LINGLE, Deputy Clty Attoxnuy Tong Beach

OFFICE OF AOMNIETRATIVE PROCEDURE, ETATE OF GALIFARNIA
i ) .
o kR geey OB BPO
Sr Sty




- smprelean tonp sbg

) ,.‘\ SN :

P

19
28
24

12
13

22
23

15

11 |
10
29

2?_,ﬁ_

2| Calendar -

| Permmts, Easemcnts, Leases

Lo\

© Page of

_ Bas@riptlon 5\ .}%3a |  Cﬁlendax ,

Cenilzmatmon of Mlnutes,

"f?ermits,

A "zl

Delta Tel & Tel

o *a?ﬁﬁker_vhlley Telt
iVUEA,bepéyﬁf Eﬁgine@rs

United States of gmewlca

< ?age of
Transcript

R
oy

el

asem@ntﬁ,‘and .
;.rmghtswof»way = at no fee

(a)

Parker valley Tel,

-

™~

o ﬁf’ﬁi

- & Rights-of-Way ~ per estab-
lished rental policies |
Arizona Fuhlic Servzco 80¢ 6

(a)

®)

(e)

R#H» Emmer»un & Scn

‘Jbbn ﬁm Fitzgerald
]Haward Hunt and Adam

,,fNatalleb partners

IS

(&)

()

(k)

1)
(3

(k)
(L)
(m)
(n)

william I, Moore
%aslfic Gas & 3160,
eccldental Petroleum
Fhillips Petroleum
Phillips Petroleum
Philiips Petroleun

San Clpmhnte Sport~
Emshing, Inc,

Shull 0il Gmmwany
Charles Vogel

Slgnal 0Ll and Gas

9~10

1

120

it
14
13

18

19-21

22
23-24

lﬁwi?'_ '

o

7821

e 8

NN Wy & O

OFFIGE OF ALMIN{BTRATIVE PROGEOURE, BTATE OF SALIFORNIA




.. B2

;23
V*,324 j

. 2B

| avany iss toan BrO

, ' T $}n d e ¥

B

T

1 Calendar
| Item Now

Page of

=vﬁ§$¢ﬁigticn,»kf7;-'  calendar

‘Selection of Vacant

. TFederal Lands, SBED Ccunty

L\

};rd

18
26
16

25

31

~tioms by Exec. Dfficexr 4

lﬁﬁating in ?amn thh the i
Long Beanh City Counecil -~

‘(a} ﬂharles Joseph Gosselln 25 |
"7¥{b) Gearge Mncarthy i 26427

fu{c} Ralph G. HurWLt s & ;28

k{d) Nathan A 1; Bertram ': ' 29 ,

HRVjeCtIOﬂ of application

filed by DELBERT J. SARGENT,

land in Tmperisl County;

Fxchange éppiicazlon #65 30%33

eta.

Amendment of‘ParagraPh-zz ,(334~36

Pxeposeé‘ﬁli & Gas Leasa;’

Orange ﬂnunty, Farcel 16& 3?~38~

~Anthoriaatian faxr Exea, e |
;ﬁfﬁicer to publish notice 39

%Autharmzatimn for Exec .
foicer ta exeéuie agreement 4@ ﬁq“

ﬂonfirmatman of transacw

o

Inﬁormatxve iny** |
{a) Report on status of

~major litigation 4648

Attempted Garnishment of
State Tidelands Revenues,

‘City of long Beach L

'HWQG@QQNm

ﬁage af

Tranawxipt

30
- 30
30
30

30

7
.§‘?2.
73

74

75
73

80

| ORFICE OF ADMINIFTIATIVE PROCEBURE, STATE OF CALIFORNIA




S ;k”zé\mvt.éa-'ioum apa

N - 57“ , ok 1 ;v T R M’w ¢¢ ,5 ’f%;
.]!_17 . -{\;\ : e : B \ 3’ SR,

I - o

order

| be granted to public and other agencies at no fee, pursuant |

I..os ANGEIES, CALIFORNIA, WEDNESDAY rfovx:mn 6//“ ‘@,10 00 A. M.

‘ 0?000 ‘ : ‘ -
CHAIRMAN CHAMPION The meeting will pleasa come to g~”

Fi rst order of business 53 Minutes oﬁ the 1ast

&v'

’ * meeting What is the pleasuxe of tha Ccmmittee?

MR. CRANSTGN Mbve fo; approval
GOVERNOR.ANEERSON Second

Ve

. THE CHAIRMAN Iinutes to stand approved

Item 3, pEertS ieasements andlrights—of-way to
f

1‘t0 atatute Consideration is the public benefit.

(a) D@lta Telephone and Tel@graph Gompany -

“ ;Easement 0-13 acre tide and wubm@rged lands ofASacramEnto
River, Sacramento COunty £or cgnstruction and maintenanc@ of 

k;'ﬁsubmerged telephene cable.

(b) Parker Valley Tﬁlephone COmpany - Easement
10 feet wide and 510 fﬂet 1ong, adross Geloradc Rive,, San
Bernardino County fox overhead tpl@phone cable.
GOVERNOR ANDERSON: Are these public ag@ncies?
MR; HORTIG§ 'No,*sixf They are teléphona‘corﬁoratiqns.
GQVERNORJANBERSON: Both ofkthmm? ;Iskit our poliayi'l
to grant them @aséﬁenté 1ike,thata£'nd cost?

@®. HORTIG: It is not policy, Governor. It is

ﬂprescribad by‘the statutes in the Public Utilities Code

| that telephone and telegraph companies are entitled on

QrFIcE OF ADMINIZTRATIVA PROCEDURY, STATR OF CALIEDRNIA
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7,applzcation &w raaeive easam&ﬂts, T P e T

@QVERﬂOR.ANbﬁﬁﬁﬁm“‘

MR, HQRIIG*  ﬁo, sir.

fHDiVigiﬁn dﬂe$, hﬂl&ing thema ta a,minimum.xer pract’cal

‘i0paratiam fmx the puxpose for which th@/lands amasought

THE CHAKRMKN

'Londitions, Euch as whether it shauld ha overhead 0T under~ i

2

MK. HDRTIG‘ ’Genefally no. Thls is detprmined by nne

In some areas wbere p!anning

kfaammissiaus and zoning are applmc&ble this is determined by 1
| 1oca1 autncrity, and in the esse mf’these £wo appliaations |
and tbe locatian across desart axeas immadiately adgoxnmng

| the Colarada Biver, there has been no quebtion of applicatiant

/

. THE mmm«s :
W&S emrious abaut that

MR. HGRTIG‘

*overh@ad arossing on navigabla watera it determines, Lhe u. S

‘Army Gorpﬁ of Engin&ers, that thia is suffiaient nﬁvigation

ulearance, which has bean daterminaduin both of these

yﬂn$Lanaa$ by the Garps of Engineaxa,{\:_

THE“GHAIR%&N

VIf we wish to say for other reasons that bethar this c&sa -

aand I don' t know of any raasan to do so -~ that we wanted

a cable underground, could we ingism on a cable und@rgrmumd? . \

Othexwise it doesn't seem to me that thexe dis any reason for |

o thﬁ? detarmime the Siz&’af thif?ffﬂf’

Bo we have any*authcrity to determmne   ﬂ ‘~??

-1 didn € mean ta r&ise the question. 1

Additicnally, ‘the cther one tbat detarminesl

1 was ju&t raising an aead@mic quésmign‘“ f;wV

A ek wpo
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MR HGRTIG°~ It is auth@rized by the Code but it is

desirable that they be passad an fmr a record oﬁ oﬂﬁﬂpancy,‘J

| as\to a xecord 0f*\ccupancy of State Lands

.....

THE GBAIRMAN» (c) Parker Valley Telephone/cbmpany -

masemﬁnt lﬁ feet wmde and 655 fﬁ@t long, across colorado

| River, Rivarside Gounty for overhead telephcne cable

(d) United States Axmy,.corps oi Engineers -

.Permit to dredge approximately three millaon cubic feet of

beaah-filT materlal from Anaheim Bay, Oxange Geunty, from,,
November 1 1963 to July 31, 1964 bamcﬁ erosion centrol
projeat |

| @a)' United Stﬁtes ofﬂéﬁ&rica - Lifeuof structané,

5 _permlt for deposltion of Phree‘millian cubic yards of beach,

ffill mate:ial on 280 acras txde and submarged lands at

Surfside and Sunset Beach Orange County for prntection of

'Orange Gouniy sharellne fromwﬁnaheim,say to NaWport Beach.

GUVERNOR.ANDERSON I so move .
MR. CRANSTON“ SEGGnd |
- 'THE CHAIRMAN $tand approved

i}

= Ltem 4 permits, eaﬁememts, 1eases and rightg~cf~-

way issued purauant to statutes and astablished rental

pclicies of the Gommission, .
(a) Arizona Public Service Company - 49-year

| easement, 0.33 acre submerged lands of Colorads River, San

CHERICE OF ARMINIBTRATIVE PROCKDURY, BTATIL OF CALIFORNIA
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-head’wira crossing

SRR

| deed cove:ing parcel oi tide and submarged lands of Mad |
.River Slough. ﬂumboldt County, undar Pxpired Lease F RJC
,;9/0 1. |

§ P, R C. 593,1 0. 378 acre tide and submerged lands of

© 0 N O, A W P B

 2wye&r praspectlng permi», 94 127 acres vacant school 1ande,

San Bernarulno ﬂouﬁ» » for all minerals othar than oil and

| Browns Island by diremtienai»&#illing.
§476.64, |

Bernardino Ccunty for'eonstruction and maintenance of mveru.
Tota] renial §3@6 zs | |
(b) R. H, Emmetson &'Son‘«

{c) John A. Fitzgerald - 1«vear renewal of Leasa R

1dd1@ Riverg San Joaquln Counby used as a fishiug resart
Annual rental, qlSO 00. |

{d) HW%ard Humt andAAdam Natalle partners -

e

gas, at standard royalty ra&es

Qa) Williwm 1. Mbore - 5«year gr iug lease,‘,‘

13 830 66 acr@s school lands San Bernardino County‘ Annual‘ -

rental, $207 46,

(£) Paciflc Gas and Electrie Gompany - @Quyear

'e&semant .25 acve tide and submerged lands of Burns CuL~o£€¢

San Jaaquln County for construction and maintenance of
overhead,wiré “Total rental, $1 150 03. |

(g) Occidentax Petxaleumxﬁorporatlan - 15-year
Subsuﬁfae@ aasement,_36 aar&svcida and submﬁrgedvlands aﬁv‘
NewYbrk‘Sloﬁgh;’Gonira,Goﬁﬁa,counﬁy td drill for gas under

Annual rental,

Anceptance oE quitclaim |

QPEICR OF ADMINIGTHATIVE PROCROURE, BTATH OF CALIFORNIA
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Gh) Phillips Petroleum Campany~~ 49«year eaﬁemant,, ;

; 7 7?& aaxes tide and submerged laﬂds of Santa Barbara

ffChannel Qant Barbara Gaunty far submarine f’ww 11nes
fxam Well No. 4, State il & Gas Lease .nn c 2933 1w B
| Ammal rental, wm s& &

(i) Philxips Petroleum CQmpany - é9~year easemgnt,’

,5 636 aares tide and submarged 1ands of Santa Barbara

-CEannel Santa Barbafa Caunhv for submarine flow llnes frbm

5 We11.No 5, State Gil & Gas Lease P.R.C. 2933 1 ,Annual

'rwntal $16@ 10. | |
. (J} Fhillivs Petrol@um ﬂom@any - ﬁefermant of ,

~dri$11ng requirem@nts under Qil & Gas Lease F R C. 2207, l
“  ;Santa Barbaxa Gounty, through June 21 196& to allow tlme

‘&or'studiea ta determine whethex further drilling is

//

‘Justifled - %j : .\\

(k) San ﬂlemente Spertiishlng, Inc - 5~year |

‘ ‘minor~strueture permlt 8 acres submerged 1and in Gulf of

Santﬂ catalina near San Glemente Municlpal Pier, Oranga

~:C0unty ‘for mmoring huaya fer commercial sPort fishing and
o | chartex bcats.‘ Arnual rertal, $240¢ To replace permit that
expired Marﬂh 4, 1962 S - |

(1) Shell Qil Cempany - Gaophysical axplnration

| permit for period October 24 1963, tnreugh April 23, 1964 e

MR. HQRTIG Mr. Chairman?
THE CHATRMAN: Yes.
MR. HORTIG: May I interrupt? The application for

OFFIUR OF ADMINIETRATIVIL FROGTBDURE, S5TATE OF GALIFORNIA
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| 7gﬁ¢physmaal exﬁla atian permit is requeﬁted to be d@ferred . f
‘a far consideratﬁﬁﬁ at this meetlng, fox tbe reason that ‘
;‘1egal que$tians§£ad been raisedAas ta the app 1cabllity |
’f’of existing g@op&ysical exploratian uermmt& heretofore

' 1ssued by the atafe Lands CommLSgionq Hnder those :   . ,ﬁ 

‘.sheuld not consider issuance of addi&ional permlts in the

"x:smm -f’am :i e ‘ ‘\‘,

to another meeting?
_after we go. thruugh the rest of these items tnen, glve the

"after we have discussed thﬂ other ltems.

X af Lease P.R.C. 68” 1, covering Ark Site Nc l}, Cortﬁ
“ 'NRdera Gxeek ’Marin County. .g"

'issuance by Executiva Offic@r of an “Amendment and
‘Mbdiﬁicatimm nf Exchange Qil & Gag Lease 39 o P R.c.

4Sacondary Reuovery“ providing for>establishment of rayaTty

) as authoriaed by Sectimns 6830.1, 6830.2, and 6830.3 of the
Public Resources cade added by chapterr979/61.

W

aircumstances the %taff feelﬂ that«the Lands Commission - ’3

\

Ny s,

"THE CHAIKM&N kh&ve the_abplicantsagreed to defg;ftﬁis
MR. HOREIG' N@ :Slﬁ

THE CHAIRMAN Why doa t we hold this and take it up

sider that then under Item 4 We will take it.up aga¢n

Gharles ngel - Assignment,fram Nancy H. Helm@rs

(n) Signal 0il and Gas Company ~ Execution and

fate fOr “secondary oiliM resulting fzomkwa&arnfland uvmration,

OFRIEE OF ADMINIBTRATIVE PROGEDURE, STATE OF SALIFORNIA
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‘;Pﬁlicy an this type of thiﬂa. ,*

 t$ tne fir%t appllaatlon under statutes

=t
W

‘produetlen from a 1ease

yndnimmm r@ydlty svecified

-
m :

-
©

'-avarage

| in 1938 ﬁheralbadlbeen no active development of any

secondary recovery or water flooding projects.

3
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&GOV@RﬂORkéﬂﬁﬁRSQN | Gould ycu devalop this 1ast one a

1& this the first tima we have establlshed

This is pursuant

of 1961 which for

MRW HﬂRmIG' Thls is carreaw, sir;

: the ilcst tlme authorized the operation under the State 0il

& Gas Leases in the form here proposed

: If I m@y glve tc the cmmmissieners charts which

‘ may be helpful a v&ry brlet ‘summary under existing State
0 0il & Gas Laases, all mf which have now been issued
\‘pursuant to competltive pubch biddlng, and all of whlch

_requlre a sllding royalty scale determlned by the rate of

A%
“

In other words, there is a

In the sub;ect 1ease under

yconsideratlon the statutory;minimum was 12- 1/2 per cent
A~and thls iS“specified in the contract ‘and a slldlng scale
- on above 12~1/2 per’cent whenever the preductmen exceeded

’ somathing @n the order of 80 barrels per day per well

No ceiling speciiied but the practiaal exf@ t of

’the sliding royal&v scale in this partlculat lease is such

that in all probability no welx« Wﬂ;Ld ever be developad
X
that: Wouid produce & calculatad sliding royalty scale, in

exuess of 50 per>cemt. At the time this 1easa_wasilssu@d-

The baslc

:theary is s.mply that after a field bas reached a particular

so~called |

DFFICH OF ADMINIETRATIVE PROGEDURE, STATE OF QALITORNIA
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, time in its llfe it can be detexmined to pfobabiy be

'Foil recovexy»processes.

‘0 -1 e o @ VW

' wells that are in exmste&ce undex this lease,

| calculate the royalty rate.

| econommcal to 1nject salr water or other solutuons under ’ '
, pressure 1nto the formation where the oil’ remainﬁ, and
y'wash out or'sweep out oil which might otherbisa remain

 underground and not hﬁ pumped up by the nmrmﬁl or prxmary

This feature of artificlal

-»timulaﬁion oxr augmentatlon of produution is the featureM-

 rhat is classified as spcondary reccveryﬂ or secondary

prodﬁction

‘Which,in thls instance will be conducted at the sole cost
‘of the lessee, 1nasmuch as this is an 011 and gas lease
‘where all-operating costs are borne completely by thefv
,lessee, the secondary recovery cpexatiom<will be the cost
-to the lessee and will also When it is put into effect

‘result 1n a stimulatlon of the praduction rates from\the

. This

artificially sfimulaﬁ&ﬁ rate of production und@r the

\_existlng lease terms “and conditions would have to be used to

in other WOIdS, under ~- prior
to 1961 an operation 6f this type would have had to be

undertakeafby a,lgssea"undér‘cdnditions where he;not‘only‘
invested the woney fo secnré:the stimuiétién,of‘produetion

and to prodice %ﬁditiongl oil which would not ordinaviiy be

produced, both for the benefit of the lessee and the State.

; vnﬂﬁ becéuse of hav*ng'undextakgn the operation and increased

the production xate, he would also have to pay a higher

Inasmuch as such a secondarv recovery operation,‘

SE4BR 1Y (O5u BED
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Q;Efcalculated Penalty il rata, the dowble buxdﬂn, eﬁaﬂomic ,f 7

&

,f,burden, of a higher 011 royalty rate, and the cap1ta1‘¢0$M$

'. in Qparating eost& oi a secondary oil operation dmm t

‘ ; ardinarlly result in.a.condition wbere sunh an?;p:ratiun L

|  canvbe undert&m%v , ‘, | , o ,
In 1961 the 1egis1ature mmdified the ?ubiﬁc _ii

Rﬁsources Gvda to provide that, with txe appwaval of the

:Lands commission, modifleatian agreemants can b& entexed

intm Wlth reapect to any existlng State Oil & Gas Led%a, |

"“,iwhereunder the 1pssee willfpay the calculated royalty rate ﬁ~

| that would have beeﬁ applidable had the lease produced undel |

‘prlmarlﬁy oil recovery prapedures, and pay a royalty on. the

additional secandary sil recovery, the stimmlated a gmﬁnted j° Iu
u produetion at a rate nut<less than the minimum 1cya1ty =i
 i{frate SPEGified in the lease. -_1,, ”<“ ‘,’,yji

{ t#,As I stated previously, the minimum royaltv rate i
in this subject lease is 12-1/2 per cent Under the =
k;proposal and the mudiilcation agreemmnt that is befor@ you

kand as shown on the firs? chart in the folder I just handea

to you, it would be proposed thmt the balance of the‘ |
Rl | primary oil, whivh is shaded in yellew on the upper chart,
Which Wmu]d under normal leaﬁe Qperakicng be produaed at

"'1ayaxﬁy rates ranging fzum,apprnximately 15 per cent, if

this operation is undertaken starting in January, 1964,

5 | down to 12-1/2 per cent minimum, with a weighted average B

yﬁff§7‘, 28 | yoyalty rvate applicable during that period of 13.19 per cent. |

OFMER GF ADMINIRTRATIVE PROCEDURE, BFAYE OF SALIFORNIA
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f to thﬁ éconamics, the technlcal feasmbllity, by the staff

kN

'Lof Lhe State Lands Lommission, and as to legality of the
“propowed amendment agreement by tha Office of the Attorney -
‘“Generax the pxopaeal would be to produce that same
 unrecovared prlmary oil, shaded in yellow in the upper

i diagram.and also in the 1ower diagram, in a shorter period
‘ ranglng again be&ween apnroxmmately 15 per cent down to

froyalty rate that would have been applicable to the primery
" oll for the remainlng oil which will be truly secondary

statute, which is the 12-1/2 per cent, the proposed

SR e T
’ . v . e

gThe proposal of the lessea and thms has been rev;eWEd as

of time at the samb we ighted average oil royalty rate, and

12- 1/2 per cent, and theraufcer pPayY the average welghted

recovery oil, which has been recovered simply because of ‘the
mngectian of salt water. b R |

Undef the proposed operation by our lessee, it is
proposed Lhat this welghted average royalty rate and thls
we;ghted average royalty‘rate is offered by our lesgsee as
being an equitable‘oil“rdyalty rate, on oil that the State
would othérwise not have any interest in because it would'4
not be produced but for the sacondary~operation,iand proposed
to pay the same welghted average‘oil royalty rate as they
will pay on the remaining pximary‘oil. Inasmuch as this

13.19 per cent is in excess of the minimumvrequiredvby the

amendment and authorization for this operation is recomnended |

GOVERNOR ANDERSON: Why do you say they would not produce

CEFICK OF ADMINIBTRATIVE PROCENDURE, BTATE OF CALIFORNIA
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 that? E uldn t ”hey haveiardinaxiiy waited until the ; ,  q’ |
vfield depleted itself, and\ﬁhen used the seﬁandary recovery
fprocedure to get that additional oil aut at that time
;fwithout having tc pay a higher rataQ | TR

MRu HORTIG* Not oxdinarily, Gavernor, b ause aetually

fthe fatthar dewn toward the economi¢ limit &n a field on. |
ﬂ'pfimary recovery, the 1ess efﬁicient secondary recevary

| becomes, and therefora having waited until the pcint you

suggestud. at which time thevav&rage ail rovalty rate would

“have been & mxnmmum.on primary oil en 12-1/2 per cent, it is

estimated that waiting and initiating secondary recovery
at that time would result in less future barrels rec¢vered;

althaugh admittedly at a lower oil 1aya1ty rate, and the

yint@raﬁt, of course pf'lasseas and the State is to achiewe; "

the waximum barrels re¢overed, and th& -

GOVERNOR ANI}ERSON Well, then -~ |
ME.. HORTIG~ Tha additional bacfelﬁ which will be

- recovered by 3tart1ng the projact at this time is of

economic advantage to the lassee te the point where the'

lessee is willing to pay it, the hlgher average royalty

xate for those barrels, rather than walt to the point of

haviﬁg'raaéhed the minimum royalty rate whidh.wouid be
appliﬁable to a lessex number of barrels in the futuxa.»

| GOVﬁRNOR.ANBERSON: What has been rhe practice then up
to the present time? Have they just not utilized secondary

recovery in many cases and just let it -~ undex the new law,

L OFBICK OF ADMINIETRATIVE PROGEDURE, BTATE OF CALIRORNIA
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 ffL vthe bmint what it,has been in the pamt”
3’ ff0opaxatian5 @n any 011 and gas Iease
‘r;,:is that 1e?

| except one instance a field whlch was started to be develapeé
' >factua11y'in 1%96 and went off production in about,1940 but
9|on rhw newer 1ease° and ineluding this, as a pioneering lease

| uﬁder the State L@nds &ct,y;ndeed~ahis was: the first lease
"issued under the State Land@ Act %y the Stagg of Gaiifornia '

“abandcned.and isnstillvmn production,v It 1sw&130 proposed 5

: be»applied This was not ecanomically f“&SlblP until the

>St&tutes Were amﬁnded in 1961

| were issued by the State Lands Cﬁmmibﬁiﬂﬁ under the State

| TLands Act.

MR EWRTI ; There have bean pe $econdary racovary'\fl

- GQVEKNGR ANDERSGN They have Just abaudaned the fLuld
R

MR. HOR$16°a Wa.‘ Wé>have‘had-no‘abaﬁdonmaﬁts of fiEié, ;

in 1938 this belng the first 1ease and 1t has’ not been

that this be the first lease whar& secondary racovexy will

GOVERNORAANEERSON I am not clear. Do you méén there
’haven*t been abandoned wells because they ran dowa on their _
production and Jmst dropped ﬁh@m at the tima recovery might
have stepped in at that time and taken over? |

MR, HORTIG: They have not bean abandmned 1eases that

GOVERNOR ANDERSON: How about in private operation where
they have not been by the State?
MR, HORTIG: 1In private operation there have been some

) i P s o - o 5 - o I . B .

REFICE OF ADMINISTRATIVE PROCRDURE, STATR O SALIFORNIA




o
1
L

O R o I T T SR
R S N R ST SRR S S I

P KEs 10BN BPG

. A . :
| S ot .

Y

: S e

‘inot a major field that is under secmnd&ry recovery, fu1;
;secondary operation@ 1 belleVé in ﬁaliﬁornia to date,~ 

{ although there is more experimental Wka _fv,,

ﬁracovary at Lhﬁ same Lzm@ like you are suggesting here?

© ® N e o m © '-*

‘fields, fields owned in fee by private sources that have

‘ beem»anandoned where no secandary recovery nmerations were

~Vfie1ds in Galifornia‘ where various experxmmnfal types. of
Secondary recovery cperations are in effect and being tried
1in various again privately owned fields. We hava the

»appllcation for secondary r@covery fbr the fl*St SLate

,preposed.East L@ng Beach unit development the City cf Lang 

ol

Beach proposes & mﬁthod of operation there whe“e in effect

| be a question.

»secnndary operations of various typas primariiy expeximﬂn$al, ‘

| GGVERNOR.ANQERSGN‘ What do they do- when they are “ ‘,*
dealing with the State? Bo they develop tﬁeir secondary

MR, HORTIG.' Y@s, sir.é Weld, We now have facing the

Commission a total range of both. primarlly privately owned

ever tried. Wa are in that stage in deve;opment of @il

tideland lease before you today, and in cannection with the.

smgondary recovery would start on the day that primary |

recovery starts. R L |
 GOVERNOR ANDERSOX : Subsidence is imvolved in that,

but you are satting & policy here that could daal all over

the State, where subsidence wouldn't, wouldn t neces&arily

MR, HORTIG: This is correct. And subsidence is not

Vg

RO
i
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i
R
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‘itama?

va1argumﬁn2: is pfesented and can' t ba gainsaid that if it

shauld be 1nvo,ved then 1f pressure maiutenanae is the

] mathod of forestalllng it, than it wxll be forestalled hy
| starting the pressure<ma1ntenance @r-segondary recovery at

tha iate that the primary recovery ﬂtarts."

THE CHAIKM&& Nm, it is my understanding that 1t was

‘”the develapmant af this situatian which led ta the new

statute, to the new authcrizatian,
MR HORTIG:
M. Ghairman9

The developmant of which situatlon,

| Tﬁﬁ GHAIRH&N Weli, che fact that we were entering
this period ' | ‘
MR, HOREIG. That is eurrect
GOVERNGE.ANBERSON* Which period is that? | |
THE CHAIRM&N Thms parxsd in whx¢h we would begin to

have appliaatlon of secondary recovery == that they were

not proceeding~wi&h this in the ab&ence of Lugiglatian -  ~

made it possible, ox eccnomically feaalble.

Is thaze any ﬁurthar qu&atlen, conment on these

MR. GRANSTON:

the 4item numbers withdrawn.

I.mave approval with thevaﬁéépticﬁ of

THE CHAIRMAN: With the ex»eptimn then of Itmm ~e I

think it was (1) undex 4, Mr. Cranston moves approval.

COVERNOR ANDERSON: T will second i, but I would like

7 | | | ¥116:    3
;‘nec33$arily 1 vclved in the Long Beach aitu&tion, but the o

QFPICE OF ADMINISTRATIVE PROGEDURE, STATH OF CALIFORNIA
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the staff to get me a littie more informathn on how this '  
is going to wark in both private and public development. et

We are setting a policy here that can be pretty far«reaching,'
LI think | -

- MR, HGRTIG I think~th& crux of the matter, Governor,

the oil that is shaded,in green is oil that would never be
produced under this lease but for appreval of the prmgeat

by the State Lands Gommissicn 1n the form in which it is

before you, that oil would 1rrevocab1y remain underground

_and.would never come out.

GOVERNOR ANDERSON: Well then, you are assuming then

that theSe newly'experimeﬁﬁal secondary receveries of

’previously abandoned wells are not going to bring anything

{out of there, or brlng out aS*much as you would =~

MR. HORTIG: I don't b@lmeve I smted that the new .

yapplicatzcns cf secondary -

- GOVERNOR ANDERSON: You meg;ioned that there was

experiméntal’3e¢bﬁdary,recnveryrnaw being started by private

concerns in --
MR HORTIG: That is correct.
GOVERNOR. ANDERSON :
MR. HORTIG:

- in previoualy abandnned wells.

X a&‘@ﬁraid to telescope things, 1 tried

to state that we had fields which had been abandéned‘mn

which no secondary recovery attempts had ever been made.

There have been some fields that are approximately in the

fll refer to that firﬁ& graph sheet there,, 

OIfFICE OF ADMINIBTRATIVE BROCEDURE, BYATE OF GALIFORNIA
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3“ ;interests are trying various type& Qf secondary recovary
>;  operat1ons includlng the sait water flooding type cﬁ |
L ~[eperat10n which is here propesed And then finally we have

Jg;under consideration what may be an ultimate of secondary

recovery, but operation data alone will tall whether it is
econcmlcally desirable to, in effect, stdrt secondary

reccvery @onaurreatly witn prlmary recovery, even in areas

| where there may be no threat of subsidence.

GOVERNQR‘ANBE ON- we11 th@se pr@sent private attempts

‘then, I think in ‘the secand graup we are talking about, to

;wprk in the fields mhaﬁrhave b?en-abandqned,przthat;hage |

heen,dep}eted;iyou.ar§~assum£ngfthen_thay'a:e‘not'going to

| be Succassful, or theyvcéald do thQ‘same thﬁng'inkhere and

Vget the amount that you expeut to get out 0f successful

secondary recovery here.

MB. HGRTEG; W@ll the group wﬁere nperatimns are b@ing

- ccnducted @xperimentaily and hapefully economically

»uccessfully are in fields where‘it is exp@ct@d abaut'th@

samz type of results will be ubtainad.as they are expecteé

to be obtained under this parti@ular State leaga.~‘These‘

'dre noL me

GOVERNOR.ANﬁEBSQN So we wouid get this if you didn't
admpt this policy, and they start a gecandaxy recovery ar

- that time?

| OFFIAR OF ADMINISTRATIVE PROCEDURE, BTATE OF CALIFORNIA
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MR& HGREIG Ne but if ymu dom t adapt this pclicy,

§F,fgovernor, pursuant tﬂ the ]aw ther& wial ‘be nm secondary

fations aver attampted. becausa the Iessee cannot witheut;{f

.f,

 {;ﬁth£& amﬁnﬁmﬁnt eacnnmieallj Justify a %eeondary racovery |
‘;i “%foperatiﬁn Xhey can't ‘afford both th@ capital cost and the
| Npenalty royal&y ratﬂ whmah wculd be assessable due to’ tbelr
g,own efforts, 1ﬁ their lease 15 not amended in accordance

Tiwith the atatutary authorization. :

GGVERNOR.ANHERSON- We are not talking about the same

CMR. SIERQTY’ ‘Mr}‘Chﬁ{rmau, may T ask a couple of

| questions?

TﬁE GHAIRMK& Yes 1nd&ed

MR, SIERD@Y’a Txy to claxify som@thﬁng. 1 understand‘1' 
 “that’¢~ is this correct, Mr Hortigj that that 5tatume under‘
v‘vwhmch thls mndiflcatﬁon is proposed, this 1961 statute
‘refers cnly to situ&tioﬁs where secondary recovery is

proposed by the lessee?

 MR. HORTIG: That is correct.
MR. SIEROTY: Im éthar words, thereis no modification

;prvpnsed until the lessee wants to engage in secondary

raﬁmvhry?

MR.HORTIG: That is correct.
MR, SIER@TY: Now what we do is to take the average
royalty that would be received, as the lessee, had the

legsea not engaged in secondary recovexy, ls that correet,

QEFFICR OF ATNINIBYRATIVE FROCEDURE, WPATE OF CALIFGRNIA
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ﬁ',tha same royalty rates Lhat would have beea collected had

V~Lin th ) m@dichation propos#d, to bqth tha r&cvvery'under

‘ ;Vp*1mary and seeondaly reuowery?

MR, HORIIG“ Actﬂaxiy we callect for the primary oll

\\

“seccnaafv recovery nor been employed, and then takﬁ the

f“average ﬁr that and,apply it to any secondary recove oil

kwhich by definit*on is oil that would not have been

recovered at all bu@ for the initiation of the secondary

| recovery project, at the cost of the lessee, and thereby
| receive -- g : |
THE CHAIRMAN: I think Mr. Hortig is just agreeing with

you. I don't think there is any difference.

MR, SIERO”Y* Right T think that's correct,

Now the nroblem cames as 3 re$ult of this watﬂr

flooding, the primary recovery is c@ndensed into a shorter :
period of time, and the rate of reQQVery is, rate of

| production is higher,,éc‘th&t a higher royalty rate would

havé applied drdiﬁarily under the existing lease?
MR. HORTIG: Right. | |
MR. SIEROTY: But this modification allows for that

pecovery to come quicker than ordinarily would be done if

% | there were no secondary recovery, and the same rﬁyalty, the

same total royalties would be received by the State for
the primary recovery as if it went over a period of many,

many years.

CREICHE OF ADMINISTRATIVE FROGEDURE, STATE OF SALIFORNIA
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MR1 HQRTIG Thﬂa ia marractv\ And in addition.theretq,-./

rayalty on seaﬁmdary cil which,woug

‘ hut for the initi&tmon of the addiuional“cpexatieﬂs at the Sk

Laast of tha 1ess&a, bst Fo #he 1@33&@._ %~”’f ‘27T b

“\)

THE CHAIRM&Q*~ ﬁre there any further quesaxonﬁ on this”5
'ﬂitem? Mr cranston has moved and Governor*ﬁnderson has

-segended,appxoval of all tha item& ksaer é»wdth Lhe

eption af Yl}, they will stamd a@prmV;é mnanim@usly
 Now let's turn again to tha itwm.whiah 1 did not

fiuish readiﬂg* We will. puc it befOra the 1ommlssxen in

order to taka up &he dlsru331on.'* Shell Qli Company -

' Gemphys1ca1 exploratica permit far nerlmd Oetober 24, 1963

through April 23,19;&, on tide and submerged lands of

| Sacramantn River and $uisun ‘Bay ineluding %IlZ&ly and

Honker Bays, antezuma $lsugh Middle Slmugh New Yark

fslough and other adjaﬂent b&ys, slonghs and rivers 1n

'\tha caunties Qf Napa, Contra Costa, Sacrmm@nto San Jeaquin,

and Solano.

/f

| Now, as I undarstand it, Mr. Hortig has reccmmanded
on bahal of the %taff that we defer this for s 1m&er ‘

{ meeting subject to -- because we have had, we are now havmn&‘

"probtems on what 1egal obligatians there are ont ‘the »om@any,»

and there are other pwrmits of &his kind and uncﬂl that
di&pute'is settled you don't wish te take this one up; is
that the staff position? |

MR. HORTIG: That is the staﬁﬁ pasitian, Mr. Chalrman.

L ¥hasE boa 1060 Bipa
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THE CH&IRMAﬂ'\ Is thar@ a representﬂtiva of Shell @il

~;who woulﬂ»liku tﬁ speak,on th* 7 for" this question?

. >\~

e Kﬁﬂﬁﬁﬁﬁﬁ¢ Yes, Sir v Mm. Ghairman, Qommissieners,;
_m@ name 1s R F. Karshner; raprésenting Shell Qil Gompany

in thia mattar¢‘» 'd likg ta pexnt out that our refusal

. arder, if yau reﬁall was not based on a matter of belng

nonﬁaoperativw but to avail ourselves of an opportunity to

| pres@ht o you for‘cansideratlan a m@diflcation wbich we

‘thinh wou#d be acc&ptablﬁ to you and certainly ﬁb us. On

September 20th -- M |
THE CHATRMAN : Has this been dzscussed‘with staff, or
is this a new proposal at this time? ’

- MR. KARSHNER: ‘Well, it was brlefly discus&ed discussed R
' with Nr:, Hortil. |

THE CHAIRMAN' *i‘see‘*vﬁxcuse me .
MR ﬁKARsHNKR’ Certalnly WE~made an application on

/Septemher 20¢th for thls pexmit. Tha request for permit
| was reviewed by the staff and pxesented on the 1tems of

' the cal&ndar as Ttem number 11 in your full situmﬁion, with

a recommendaticn for apptaval

Subsequant to ‘that we obtalned a Fish and &ame

i

permit. Thaxe were no objecti@ns raised by any county

agency,ragatding~this permit, and we were advised yesterday
that due to a,pvohlem~arising on & permft which we now have
in existence for gmaphysiﬁal work in the coastal area from

Point Gﬁnception aorth to the Chlifnrnia~0ragan,border, that

i e
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 8 copy of it. Is there only one copy?

this parmit would have Lo contain the same prOW1sion. We

~ would ke to off&r to you the -

‘THE CHAIRHRE Same provisicn as what, as the orie in

%dispute?~’v

MR@ KARSHﬂERﬁ' As'thé 6ne”if‘diepﬁte we:arr éetting,' 
up to proceed.WLtﬁ our operations and wesguld 1ike to |
consider a.modlflcatlon ef the provisian in question, which
would conform.wlth the statute Section 6826 of the ?ublic

Resources Code, and which we believe would satisfy you and

| certainly be acceptable to us, and with your permigsion

‘I'd like to show you what that is, if 1 w‘ght

THE CﬁAERHﬁN Fine. ‘Wbulﬂ you also provide 5taff with '

3

MR. KARSHEERf WEIi I had three, but I hava to give

One to the staff and here 5 one for the chairman. Frank,

this zs the permit that is in question. W@ have here a

.aeopnysical exploratlon permit for Casifornia, from

Point Conception to the Californma«ﬂregonvborder.‘ In this

permit under section twelve is a provision that calls for

the provision to the State Lands Commission staﬁf certain

1 informatian when they call for it, predicated -= with the

sole purpose of its determination of whether the area or
any portion thereof em@xaeed within.the permit lie within
the koown geological structure of producing oil and gas

field. This is the prbvision, and this is the permit, sir,

that is in question at the moment. We would like to have you

GFFIGE oY ADMINIBTRATIVE PROCEQURE, ATATE OF CALIFORNIA
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t1e allows the issuance of thﬁ permit

iﬁsue us permir an the applicatian b@icra you, elmminatiﬁg

the eontreversial 1anguage so that we c@ﬂ pfaaewdwthh our

[

worwx and this would qualify uﬂder the sLaLute of the

. Pub]ic Rasources.

| THE CHAIRHAN In other words, you ar& asking us to
change our policy with respect to acguiring this geological
infermation’ | |

MR. KARSHNHRf Well in a gense this is true.,
qv*stion at the moment *s wharher‘th@ bottom portion of this
prnvision is a -- what w@ again saxd ﬁurbelves, and the
State Lands Commission -- =

?HE CHAIRMAN: I don t think.tha ellmlnation of the

) | requirement xeally settles the discussion.

MR. KARSHNER# WEIl it does not alimlnate 1t, sir.
Th_s~is not a

conditxon which is really te ouxr benefit and not yours.

MR. SIERDTY'\ We*can o hear very well.
MR. KARSHNER: I'm sorry
 THB GHAIRM&N‘( Mr. Hoxtig?

MR. HORTIG: Mr. Chairman, I balieve I can summalize

» and‘Mw. Karshner ==

Hell, let's let the Shell represantative,

THE CHALRMAN:

MR.'KARSHNER',‘Wall» we feel that you may consider
this whereby we can eliminata the controwersial parﬁ in the
We

of

permit to be used, and we can go forward with the Wﬂtk

do not ferl that this would be detrimental to the State

The whole 

QFF L OF ABMINISTRATIVE PROGEDURE, STATE OF CALIFORNIA
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ﬁﬁE GH&IREAﬁ.
Mﬁ. HGRTIG*‘

Mr.:ﬁartig? | | |
The staff position th@re the pmint that

f,er Karshnaﬁ nas made is that Lhere is nct,a universai

' f underst&nd1ng as to what tha permlts include and therefore

it appears that the nnly £eaqible and d231rable mathed for
| elarifigation is to. have compl&te review of the‘begal
‘questions whiah ‘have been xalaed by Shell Oil Cempany, and

9 | a presentation to the L&nd& Conmission of any necessary

‘xZV;V modiflcations on permlts to be issued lﬂ the future

THE QHAERMKN

l’,Board if we knew of the character or at least the nature of

I think it would be helpful to the
the argamﬁnt | Wh&t is the poxnt, the simple point at isque
in this dispute‘? |
2 MR, H@RT G
: Lhe statute r&quires that the 1@93&@ the permittee, shall

The central pcint at issue is $imply that

‘!Tmabe available for inspectaen all factual and physical

18 exglarakion resultsa 1085» and records resulting from

operations under the permit for the confidential information
0| of the Commission. And,parmit farms aa,originally adopted
   by;the Gmmmiﬁsion'inelu&ed the adﬂitioua]l@nguage which |
| M, Kﬂ*shner has suggested fﬂr the purposes of this one

xparmit be drepped outs, hut which is in existing permit, but

which ma
this language, the statutory basis for the language was

y or may not be af any legal effect, inasmuch as

‘aamuélly-ﬁmanded ont of the statutes in 1957: s0 th&réfora-

GERIER OF ADNMINISTHATIVE PROCEOURE, STATR OF SALIFGRNIA
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we are. faced with<a 1egal que%tion§ whether thesa‘words ar@

| appliﬁable in the manner mhigh Shell cont&nda, in that Shaii

0il Company has refused the Lands Elvision access tw

geolaglc informatxon, saismic informmti@n which has been ek

obtained under existing perm%t
THE ﬁHAIRﬁ&N* Th ey have~refﬁsed 1€7
MR. HORTIG: Yes, si#. mg> EERt | |
MRg‘KARSHﬂERi Equse me, ﬁ don t believe that"s qulte

Lrue, sir. We have had a request to provmde certain daﬂm,

] and we in examining the ermitﬁ and xmoulatiens havm it

undey con31deration as to whether we are actually required

‘to do so, in the light of 1anguage that appears in the

pexrmit itself. | |
MR. HORTIG: 1f I may quc™e -
THE CHAIRMAN: In other words, let me try to get

‘thxaugh‘my poinﬁ here. ch,are saying that yﬁar rea1‘

question is, thén,vwhether the information;yeu4are'heing

asked for is fdr the sole purpose desuribad»hexa,,fbr‘the

sole purposes of determining whether the permit lies within
the knawn geelﬁgia structure. The question is, yau.are
raising the question in your argument on this point to the

staff, as to whethex they are asking for that information

for this sole purxpose, oxr as to whether this information

goes beyond what it woﬁid.need,ﬁo know for this sole

purpose?

MR. KARSHNER: That is corvect.

it
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1 am trying to fiﬁd the specific sectioﬁ

 ‘accept in writing all t@xm&, canditions
~thera0f “‘

'uammissian r@serv&s the right to

THE GHAIRMAN Th&n it wauld seem to me that your

:‘pxmaentatiOn acmuallv does net =-- would really 1eave the

Commission, would ieave the situation harmles as far as

,the Gemmission is cnncernea | ?‘ ther words, thi& is a f 

jimiting factor upon the c°mmi3310na not upon the company i

Do I follow tbis right Mr. ,oldin?

"‘ MR. ‘GQLHTN What T was checking, Mr. Ghampian, was the
pﬁavisions oﬁ the Galifornia Administrative Godw which

embady‘the-rules and regulations of the Commisqion, and I

‘knstice ihat Title 11, Section 2100 Subdivisicm.ﬁﬁrecites -

It is subdlvision

'(5) which says ”Prior to rne issuance of any permit under

;thia spctlon, each proﬂpective permittee is rﬁquirwd to

and grovisiens
And the preceding subdivﬁéien (5) ﬁays "The ;

inspeat and upon demand

by xh& Commission, tha perwittee shall make available for
such ivspection, all factual and physical exploration

'results, .vas, and records r@sulting from the operations

under the permit, for the tanﬁldential inﬁormatian of the

Commission for the sole phrpose éﬁ‘its determining whether

the areas or any portion thereof embraced within the permit

lia within a known geologic structure of a producing oil

or gas Fleld.® | P
- MR. HORTIC: May I call your attention, Mtﬁ Goldin,

and Commissioners, to the fact that the section which you

GIFICE QF ANMINISTRATIVE PROCEDURE, BTATE OF CALIFORNIA
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| hera is no aompaxable ar caro’l&fy rule and regulatian,‘im
ﬁgain, this highligh&s the 51tuatinn, I helieve, Mm.,;;*‘

AChairman, that wa have 1egal qaest1sns as to~what the 5

R

intent

- THE GHAIREQN* we11;Iﬂxecognizeﬁghgre,are.legal‘

,questlgns.,,WhatvI_am trying‘t0‘estab1ish is'Whether'of

ﬁotvthéravis anyngcpardy to the position of the'commiSSion

| oxr its staff‘in.pmagéading as the repieseptativé‘éf(ﬁhell

has sﬁggested ‘or whether it ié simply a,mattEr‘af'your

‘not4wanting tG «ain other‘words, if the mattar is gozng to

terms here,;are we involved 1n‘anything,inrha1ding up this

permit that enhances ﬁr detr&cts fﬁomfaur legal'pQSitiﬁn,

8 _ar are we samply d¢laying 1t ‘because we don't want to
, enter anather becausa we hav#m t goL the olﬁ cne settled

- matter of preﬁsure on the matt@r.

MR. HDRTIG. Inasmuch as the amandmant, infarmatian in
am@ndmant was diseussed for the first time at approximatelyA'
9:30 a.m. this mcrning with Hr. Karshnex, we havan‘t been

in paﬁition to. determinﬁ whamher or not we would have any

| additional lagal problems as;a result of amending one

“permit for one purpose, while other permits have --

&éntinua existence with this identical langusge and underx

which we have received ~f'I must respectfully disagree with

fread apylies ﬁo g@alogical survey parmxtsa aaé we have | i
;under‘dis¢u581®n a geaphysiﬁal explcratian permlt for whlch‘

OFPFICR OF ADMINISTRATIVE PROCEDURE, SYATE OF SALIFORNIA
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- Mr. Karshuer --

-

‘this wmuld burt out legal pasitinn?

o W O =\ e W AW

‘ know,

EUAR

THE QEAIRM@N Yau waid that yau don’t know whetherk

HR HORQIG I do not. | . | |
TMB GH&KRMAN What,is your pasmclon?' Do you have mny

“further abservations on the subgect as to whether or nat |

graﬂtlng *be permit undar circumstances suggested<by

Mr. Karshner would in any way hurt the State 8 1ega3

“positlonq

MR;»GOLDIN: ‘Mr;;ahaitman, I do not know. I am of the

kaﬁiﬁianﬂthat the State hasvthe right to inSist-upon such
Rdisclasure but I cannot at this time venture an opinion on

the sPecific Question whiuh you.asked.ma. 1 simply do not

- THE GHAIRM&N: WE11 the answer is that certaiuly tha

‘:iStaﬁa Woulﬁ be pr@tected

KARSHNER‘. That may be true M. Ghampxen, Hawevé%;

A-the mudifiaation that we are asking her@ conforms'with your

I own requiremants.

THE CHATRMAN: The problem is here, I think, that the

| staff has not had adequate time to handle this''to make
| certain that our lagal‘pO&itioﬁ wouid'nct in some way be

'harmad and iﬂ the absence of such ﬂ determxn tion I think

it wauld be very hard for the Commi $$ion to grant your

| request. What is the ~-

COVERNOR ANDERSON: Why don't we defer it, get together

29,
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Hrahil et e il G e 30,
*fat ﬁh@ nex& mﬁeting? ",*;;’“ . {; }g;Q§ ‘

MRJ»H0R$1G° I reaammend that : s
MR» CR&NSTH& I secand yoar matian,:[7k “ T
| GOVﬁRNOR ANBERSUN* Bid you,get my’matlon, that lt,he ‘1"

i‘deierred until the next m@etimg7 PR 7“‘ | s
THE GHAIRMAN,: That will be the order, ﬁhan
MR. KARSHN&Rf Thamk you for your Lﬁma

ﬁ}TﬁE'ﬁHﬁiﬁMﬁﬂ o Thank you. |

\i R

Itam 5, selectimn of vacant federal 1ands, a11 iﬁ B

’;10, San Bernardino Geunty,»for the benefit of the State vundér 
| li‘jliau 1and applieatien3 where applicants dscided that they‘
13:;did n@& wish to praceed with acquisxtion af the lands

iS (a} 1@@ 0&-- Gharles Joseph GO¢S611H

14| (b) 584 07 - George mncaﬂthy

15 (¢) 38.14 - Ralph Gabriel Hurwit

i | (d) 157.81 - Nathan A. Bertram

17 What is the pleasuxe of the Gommittee?

‘13, GDQﬁ&NGR'ANEERSGN:‘fi;mave approval. |

18 MR. GRANSTON: *Seéenﬁ; .

(20 PHE CHATRMAM : Staﬁﬂ’appreved
‘21’ Item,ﬁ reJeatian of applicat&cn filed by

”‘22  De1bert J. barg@nt to acquira 130‘125 aerea reder&l land
23 yin,Imperial Countky; appraval for return Of all d@pn&it&
24 | to the appiié&nt'a3¢apm filing feeﬁ;fautharizatinn'ﬁar

25 | withdrawal of Exchange Appiicatinﬁ‘ﬂo. ﬁS,‘Serial Ne.

26 | 0133945, filed with the u.s. Bux&nm uf Land Hanngameﬂt.

L , OFFIAI OF ADMINIBYRATIVE BAOSERUNS, STATE OF GALIFORNIA
| RBAYA (o5 10BN PO ' \ ‘
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 iands in question being aﬁquired by county of Imperlal

4’7,-dixe@t1y from U 8. Buraau of Land Managament that agency
‘.suggested that State withdraw its exchange applicatian 1n

"“,order that the 1ands involved might be transferreé,to county r
:_of Imperxal | .

De we have soma appe&rances on,this matter? |
MR.. HORTIG° Yes, qu Ghairman, both on behalf of
the 3tate 8 applicant,'ﬁr. Delbert J. deg@nt, and for the‘

| County Gouncil and Board of~Superv150rs of the Ccunty of |

Immerial o , :
| THE GHAIRMAN | BG you have any staff comments ko off@r

- before these pxesantations7

MR. HGREEG:‘ A bxief ﬁummary as to the subject matter
of»the,discussidﬁ‘ The State filed with the Bepartment

of Iﬁterier, Bureau of Land Managemﬁnt, an appligation.

at the request ovar; Dalbert J. Sargent to secure 130

acres of Federal land in approximately 1955, 1956.

,Actually this was a second appllcatian under different
B procedures as requirad by the Buveau of Land Management

the firStfapplicaticn having been filed approximately in

195é

8

G{mmoa ANDERSON 1Is th.at Mr. Sargent’ 8 first

‘"applieatmon, 54, some aight years ago?
25
. 28

'~ MR. HORTLIG: That is correct. Mr. Sacgent has a

development on the lands pursuant to an original suthori-

zation by the Bureau of Land Management, a permii or license,

L' R $ERAGBN BFO

oy
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\;  ’anﬂ has a davelopm&nt Qf a*ttapital fish hatchexy in

‘aonnectian with expaﬂaion of this dﬁVﬁlﬁpment, in»order ta  >;;,

‘f;PIOVIdE a fee titl@ to hims&lf to pr@v1de ﬁor financimg,

'requested that thpse applications be filed in order that
5 he, mﬁght acquire tltle to the 1and i B T TR
| Subsequently tha Gﬁun&y of Impexmal acquired from
| the Fedaral Gov&rnment airectly 1anﬁs adjoining the lands

being sought by Mr. Sargent, and subsequent ta that

aequisiticn, and as of wha& date, Mrb Smith was the purchase ff

, .apP11catian ter thg,remainder of tha,lands by the G?gmty:
E MR, smm» 1959;." o N

 MR. HORTIG: And as of 1959 made direct pm:cha,se |
appliaatiou on behalf af the Gaunty of the xemaining 1and

5 ln the whale sec&ion that had not previously baen acqaiwwd :
1  by Imperial Ccunty, including those lands being sought by s

Sargent since 19541>_ i B

81 - GOVERNOR Amnmsaw when did s:’-he comty first get
‘~;invoiwed9 e e - |
MR, HORTIG: 1959.

© GOVERNOR ANDERSON: That's their first entry into 187

MR, HORTIG: Yes. This matt@r has been ﬁQS’usgad~

5 witb the Buxeau;of Land Managem@nt, whn have stated that in
view of p&nding exehange applieation by the State, mhat a*lr
| canditianavmf ‘exchange applications umdar.S@mt&mu 8vmﬁwtha -

Taylar‘ﬂrazing Art be met. The Bureau of Land Management

OFFIER OF ADMINIBTRATIVE PROCHBURE, BTATR OF CALIFORNIA
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exchange application and deliver the Iands to tha State,
which would subsequenﬁly be sald to Mr Sargent Howeve#; b
in view of the public applieation, the public interest and‘
benefit by the County of Imp&rial that the Bureau.mf '

' Land Management would deliver the lands sought by Imperial“v 
| County to Imperial County if the State withdrew its |

application for benefit of prtvate sale¢‘ This thernt simply
because the State Lands Gommdssien is the agent to process
appl&cations uxder ‘these statuuas, has put the State Lands

Commisslon in & 51tuat10n where they are facad by a

question of their applicant th&t they proceed with peffeetian

of the application and sale ofthelland’ta-a'priva;e

ihdividual\ and the County of Imperial pfoposas to tb*‘w

- Lands quMiSSlﬁﬁ &hat the Commission in the public int%xast

should witha*aw the applicatisn from.the private interest

in order to permit the County to parfeat its applicatien. i

THE CHATRMAN: 1f the State did not act, in this case
to ﬁithdraw, would the Bureau of Land EMnagement feel that
it must go through with the exchange, and that eventually
thh 1and would go to Mr. Sargent, if the Cmumty still

wanted it, it would then be in the posi&iou of having ==

hawing been there Mr. Sargent‘s property?
MR, HORTIG: That is correct. | |
THE CHATRMAN: That's the altexnative for the County.
MR. HOWTIG: Right.

, ] | 33:9 "
‘feals it wmuld be mandatory on the Eur&au tﬂ appruve the | B

SIFFCR O ADMINIBTRATIVE PROGEOURR, BTATE O SALHOR A
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| GG%ERNORfANDEﬁﬁﬁﬂf Wbﬁ& kiﬂd of impravemﬁﬁt does
Mr» Sargent hﬂveq | | \

MR. HORTIG“ 1 think Mr. Sargent or his representativey,"

‘fshauid reply to that.‘

GQVRRNGR AﬂﬁERQON What'happen5 to the improvements;

An ather wards if we were to withdraw there and it beaama  

a property cf the Cuunty?

MR. HORTIG: We can assume these would be conveyed to

‘%thekﬁnunty, and‘I thinkcthe Guunty has explored this

propesition and can report on it. There is a -- i
THE CﬁAIRMKN Latrs begin by hearing fram.Mr. Sargent N

if he is present and.ready ¢y speak. e |
- MR. SARGENT: Your Hanorable Body, gentlem&n, and

The Press: we will ccntinually refer to the calendar item

VMM

TﬂE GHAIRMKﬁ* Are yeu'Mr, Sargent?
! Mm $ARQENT‘ Yes, yas¢ I'm sorry‘ | |
’; The ealendar itam, now raferring to the aalendar

item, I stipulate that paragraphs numbe one, two and three

are carreat Theyqara history, and they reflact a aarrect

,:histmry a$aeciatad with the p*oPthy,

Now raﬁarring to paragraph #aum, wherein it is

| stated - "For the phst several years Delbert Sargent,

the mppliéaﬁt;'haa had, under a Special Land Use Pexmit

1 from the Unlied Btates, a cummaraiai tropical f£ish hatchevy

3 | operation”. Mx, Smith knows , or should know, that my

L CEFICR DT ADMINIETRATIVE PROCRDURE, BTATE OF SALIFORNIA
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A&gox nxne and a half years,

R R - < EE SR S

“lora p&rmiﬁ?

title to the land m«‘.

'Spaeial L&nd Use ?ermit;ha* been lﬂ full EOtte and effact A
The use of the word “several”
 1$ miwlaadimg Gontinuing wzta paragraph number-four, 1t [
:says, “a1though it 15 ‘the %taﬁf‘s understan&ing tbat the
’Uﬂlttd States Bureau of Land M&nagement has r@fused to renew
the p@rmit in view of an expr&&smon of interest in the
subject 1a nd by the Gounty'of Imperial“  What iﬁvastigation
was‘magﬁ by;thejStaff te asaertain that,l would not be given
a new,léase? The faét is thaﬁ,l have a new lease. |
'Gertaiﬁly if‘thexe was én‘mnderétaﬁding, why wasm?t i'y

consulted about this? Continuing with this sawe paragraph,”

EE

QFE CHAERMHNQ Excuse me Axe we talking about a 1eaSa

‘Tha language af the agenda uses “permit."

MR. SARG%N Permit -= 1'm SOTLY .
THE cmamm ALl right. |
MR. SARGENT continuing with '$is same paragraph it"

‘—;sajs, “Initially 1t was the appﬂicaut‘s wlsh to. acquire fee

The use of the word ”InitlaLly"

by’ﬁr Bmith is contusing* If you apply it ta Lhe many

facts that are nat before thﬁ CGQmission, you could h@

mislead‘ The word>“initia11y“ should be stipulaLed to

mearn th«t it was wy intantien at that time, and it is stxli
my fatention. it shauid be undarstmad,that it is still wmy
purpo&e, thra tha application, to acquire tbase lands in

fee title for the use in wy business.

ey oyl
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of his staff alerted me that the County of Imperial was

| interest or compensation for the use of my money over a

period of ten years.

| Ref&rrmng to paragraph.numbar five, wherein it
says that the nffere& lands are within the exterior

boundaxiesﬂoﬁ Beath,Val{ey Hatlonal Mbnum&nt*-l might add B

v,tbat this Land 13 81ﬁuated within a Can@tituted Grazing |
 Axaa and are, Lherefore extrem@ly desir&ble to the Bur@au
- 0£ L&nd.Management in t&elr gﬂnsalidation‘program.‘ Fnrther,
 %n,this>paxaggaph, it says, o formal action has be@n

| taken by the Bureau of Land Manag@mantvzo inéicate whether

?tha7$taﬁe'3vapplicatiaﬁfwauld be approved or disapproved.!

It is true that no formal action has be&n taken by the
United States Bureau of Land Management; why is Mr. Smﬁth
taking one?

‘Referring to paragraph number six, it mentions

wy $20,000 ipvestment; even so, if correct, requires‘somQQmi

| aonéiderat£0n:frnm,the State Bepartment'tu»séé what is*gaing

on. In raalxty‘my 1nvestmmnt is three timas this amaunt on
the property The only one that I know that knows about my
business is the Internel Revenua Department. Neither Mr.
Smith ror any member of his staff has ever called on me to

discuss my business problems with them, nor has any member

negotiating3 with the State Lands Fammisﬁian to dispossess
me of my applicatiau, and to hand me bagk my d@pasit, which
I wade In good faith, to the State of Galifexﬁia and without

OFFIOR OF ADMINIBTRATIVE PRUCEDURE, BTATE OF CALIFORNIA
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Federal R&gulationa number 43, part 147 .4

m CMIRMAN | HEY 1 ask a quéstianfbefére you go on‘,

¢
u.: ‘

%ﬁz SARGE Gartﬁlnly

THE FHAIR&MN As I read the sentence in which the

figure Land value is about Q,OQD,-and‘that~svthe figgreﬂ,

gyou‘indlaata you @hink-is 6ﬂ1§'&»thifdd0f what it should

be? |
| MR. SARCENT:

at this poiat.
| THE CHATRMAN:
MR. SARGENT:

Yes, sir. I‘have'bvef‘$60§000*iﬁvested .

I think this xefexs’to-the date 1957.

1 grant you that, bat no-Mﬁntion has been

made of any im@ﬂ@?&ﬁ@nts that I have made sinca that dat@

| THE GHA*RMKN W@ll 1n ather wards, this statemmnt
is aacuraﬁe EUk siace that time ymu have another $&0 OGQ
appraximately invest@d? . | |

MR, SARGENT Thatas cczrect. And nb*@@ntior*wéssm@d@
of any impravements aftar the $20 000 mantloned in paragr@ph
nuwber sNx

Referring to paragraph seven,'wherein it states,

| "The County, by separate apylxcation filed_dirﬁptly with~the‘

: ‘ﬁnitad‘States 3uraau of Land Mﬁﬁagemant,,applied for the

purchase of 570 acres of Federal land which includes the
220.125 #aie# embraced,in tha»ﬂtate Exchahge appliﬁ&tiﬁn fileq
for the benefit of Delhert~Sart ent .
» {¢), it says and 1

“rhe Filing of & walid applicamlan for exchange

quote:

GRFICK OF ADMINIETRATIVE BROCEDUKE, BTATE OF SALIFDRNIA
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uﬁder the regula?ions of this parb will segregate the selectem,ﬂ‘

public lands to tﬂe extent that any subseqnently tendered F
'u\’applicatien, ILOWance ot which is. élscretionary, iﬁl not '”
f -be accepted will not ba considered as flled and will be 5

returned to the applicant " L

Now that's quoted frbm the Fedexal negalations.‘.»/

| With,reﬁerence to the segregateq‘lands contained
{ﬁ wy 8PPliCation,7tha~queStion,0f~Imperiavapunty‘sz' |
| applicaticnfasfbeing valid and’in full force amd‘efféct is
_a‘mattar of conjecture and would require legal counsel
sopinién'on my,part, as wéll as‘thegopihion of the Attorney
| General. Again directing te thé GOmﬁiésieﬁ‘s attention5
14 Wr. Hortlg and hls staff haVE remained silent on pertinent'
| and relevant facts 1n,this calendar repozrt to your Honorable
Body as regards to moratoriums whxch were in effect durlng f
the ten year study of this subjcct matter. Furthermoré,
1with respect to~p ragraph number sevev oF this calendar
item, the staff has remained silent on the subject of a
| resolutiun which b@cama a part of the subg@ct,matter and

reters to an enclasuxe, ’Exhibit‘a,w a copy of the

resclutimn, whicm was never brought to my attention by |
either the ImpeWial county~or the Stata Lands Gommission, }
P&r&graph number @ight of the calendar item and

'paragraph numbar four of the summaxy report from Mr. " Hortig

of tha State Lands Bivision are synonymous. In the summary

xepurt made by the Executive Ofﬁicer Hortig waerein he

GEMGE OF ADMINIETHATIVE PROGEDURE, 8TATE OF CALITORNIA
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 11'*writ@$ of a resalumion by the County of Impexial xequestlng i
]521 bath tbe State Lands Gammission and the United Stat@s Buxeau*ﬁ" |
Q,3~Tof Land Managemﬁnt to thhhcld furthﬁr aﬁtien on the | | | i _i
B 4  pr0cessiug of nelbert Sargent’s applxcation until such time S
| 51 &5 studies could pe mada~to determine-the effect~Mr. |
| 6 }3argent 8 actiV1ties in the operation of his trapical fish
_7 | hatchery would bave upon the *mcreats.anal devalopmants
' 87'pr0p0sed by Imparlal County ~= YOUr atten&ion is agaxn
‘ 9 directed to your staff remaining silent of the fact that
10 the Imperial County, prior to the date of acquiring any )
‘ 11 part of the land in thexr applicamions, were attempting to
12 get the Stat@ L&nds Commission to klll my application.
13 Furthermore in thie same paragraph wherein a request was
: 14 made, by resolutiOn, for both the State Lands Gommission and |
‘ 15  the United S,ates Bureau of Land,Man&gemﬁnt to make a study
16 | Of thlg suhge’ﬁct matt@r. No staff mambem‘ of either the |
17 State Lands Commission or the United States Bureaa of Land
18 Managemant has coaﬁacted;me,as,regardﬁ to.study, or have-they -
;x‘fle informed me of the context.cantained within the said report,
_j;  ‘30 1f there be one. Surely, a report of some kind should be ,
ff  '31 in the possessicn,of the State Lands Commission, whicn should
"fé;( 22 show any effect which might be detrimental as regards to the
{{ P53 subject matter. And certainly, if so, I am entitled to
| ;,,;134 a copy for study.
B8 | Rﬁﬁarring now to paragraph number aine, wherein
26 again the subject is of a resolution, Mr. Smith's statement
S ; OFINGN OF ADMINISTRATIVE PROCRDURE, DTATE GF CALIFORNIA
S
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1 that the county pﬁssed a raselutionAtu tha effemt that they |
»52  wauld nago&iate thb mﬁ fer a leasa sg that 1 wauld be |
’ 55 permitted to eontinue‘my aparations, quote Yon the area | s
"%, which is the subgect of’this exahange applmcatlon“ unquo&e.'ii>:"
:'5 'Whila in realltv, th@ resolutian passed by the Ccuuty cf
“6' Imperial states in part and I will.quota*' ”in-a portion ﬁ
7| of that area set farth in applicatxon LA 016&3&6 s ﬂnquote
8 | To point up the 1a¢k of good falth by the Gounty of imperial
97 on July 24, 1963 they issued a map showiug their proposed
10| devalepm@nt of the requested 579 acres, on whtch shaws an .
1 11| area chey will supposedly allow me to operaﬁe, Th&y have 1 lﬁ
f12  squeezmd.me down to an area smaller than the 3@ acres that'> £
4515' 1 now hava under 1eaee fram.th& Bureau of Land ﬁunagement¢ 
| They did ot take 1nte consideratxon the addxtional 40

N
>

acres that I have baen trying to get under laase irom th& .
Bureau of Land Managem&nt far‘tha past sever&l year&, of |
17 | which X need desperately now, to centinue a 1ogica1 |

”¢~18 empansian pregram. It seem@ ag’ an aﬁterthaught by the |
‘7 19 County they have: includad an arna ungoine to my present
'f;EQ 1easad land, marked "axea fcr-gXPansion of tropical fish
farma“ Asida frmm;tﬁe'faet'that this area is‘nonaéntingeut‘
| to my prasent aparatisns, it would aeemKthat possibly that ,
| this area could be used, but heve again they have not given [
 '2§' ycu‘tha true ﬁacts‘ &aadlass to say, tha chaxaaterﬁof the |

jand is impassable, upmn any p&fﬁ@ﬂ s investigaticn.
- 28 Ty

T would like to show the Commission these two

OFRICK OF ADMINISTRATIVE PROQEDURE, BYATE OF CALIPORNIA
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"picturea.

‘;acre lease.»~'

® o L ) ‘; H o

(Which was t&ken SePtember 7, 1959,

it was iﬁ,lQS?,sk
‘ﬁere | Now thls is the top mark“out.
i Will allow me to operate.

yland;

i to pull me out.

Now this araa‘is a porticn ef my'vr@sent 30~

THE ﬁHAIRHAN

'?trying to g@t this 1nta-the ﬁeﬁoru, *

(Biscuss&an aff the recerd )

MR, SARGENT' I will show you an aeri&l photcgraph

 Now this is the latest
one that is avallablah It will show you.the character of
the land, and the character of the land is identical as in
thi$~pxﬁSent d@y¢ prever, this shows wy establishmﬁnt as

These are my fish hataharles, and in

‘addition we have mo“e’tanks-ovex-iﬁ this area, down to about‘

Now that is absolut&ly mmrsh

‘,tractor, and it got so deep 1 had o gat anothev tractor

‘How thay expeﬁt ma t@ uig tankm eignt to

;nine feet deep in that type of land is impe&&ihiev

THE CﬁAIRﬂAﬁ

| Y@u are producing tropical fish, and in addition are you

hawing them to the public at the site?

MR} 8ARGENT~ Oh» 0o, no. My bu&iﬂaﬁﬁ is antixaly,

t an trcpinal fish wholesale.

THE “HAIRM&N‘ Well, there is no public viﬁmtatian*

MR. SARGENT: No, h no. And then this is absolutely

,m@xsh l@hd here, right dawﬁvta include the area they have

X tﬁmnm yﬁa might gust as well giv& up';li

This is the part they

At one ﬂime I tried to get thraugh here witha

What is the chﬂract&x of your aperat on?

A4 159 OUM BhO :
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,marked Out ‘ 4 ‘, — ‘v; e
| GOVERNOR.AHEERSOH* ‘What are these x s up here?
MR..SARQENT f That 15 the 70 acres to this polntv

THE CHAIRMAN And they intend to place a golf course &

, around o

 MR. SARGENT: And they intend to place a golf course,
one tee, show what they have, one of the tee's right here.

And I spoke of additional acreage of which I requested from |

© O N B G B W

the Bureau of Land Managemﬁﬁt and they récdmmended this

<

‘area; in other words, this area hexe, 80 mhat 1 could fill

[
H

‘this out. And I can 't go ahead here anymore until I get

Jord
Ev)

this whole thing for these purposes. _
| c;ovmma ANBERSQN Which would be the ultimte under

o
> e

the County that they would h&ve all this within tha red

f
o

=
®

line here* | o ,‘ ;
MR. SARGENT: This they would have within the mile.
'GOVERNOR ANDERSON: Within the mile; I see. What do

@0

these red 1ines indlcate?; | e - B

L 19 MR. SARGENT: Tha& indicates my exehange‘
. \)\\ 20| GOVERNOR ANDERSON: That's what you want right mere'? |
-2 . MR. SARGENT: Yes. I-amﬂconaern&d for my ewployees.

- 22| Thank you. ’
N Attention is‘ealled\to.the.ﬁecond resolution

24 | referred to lu paragraph number nine. This resolution in

=6 its wording is in direct conflict with the State of

26 California Water Code, My position in this matter coincides

e OFFIGH OF ADMINIBTRATIVE FROCEDURE, STATI OF GALIFGRNIA
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‘@ith'tha s@atﬁteavﬁﬁ thew#aid”ﬂﬁter ﬂade, tb'W£t»’]:h@va |

1
el a riparian right to that water; thayj the County, can not
 gS take or regulat@ that whlah is net theirs,,
4 1 WLll now quote from the “Galifornia Law Df
3 Watar Rights,ﬁ by Mr"Wells AL Hutchins, a recognlzed
8  auth0rity on thlb subject in Galiﬁornia, says, "Private
| 7 ipr&perti == the ripaVian right is a “right of preperty, |
,aSLfa‘vestad private right. It is a rlght of private property

9 veStad exclusively in the owner of'tbe abutting landkfor

10 | yse on that land, and is not of a political nature."

f5 11 e e "Holdess cf pu.ssessary rights - parties holding
-   12 fposaessary rlghts in separate parcels of land, title being |
w?‘l3 Jin the~Un1tef States, have the righte of riparlan owners
5 114 ‘1n the waterﬁ of any stream,flowing naturally over both
':wAlﬁymparcals " mhia, 1n¢idanra11y, was quotad from a court case
: 169 - these 31} were quoted trnm court cages, incidentallv

17 | o "Riparian daatrine applies both to the spring and |

jlyjlsr'to the natural watercourﬁm that flows avay from it. The

e 199~same rule applies with respect to a spring on one's land

"f,;ii?"2°> that supplxes water to a w&teraourse by percolation through
S 21 the soil, rather than in a ﬂefined,channelw' In either case,
. ' 22| yhether through a defined channel o by percolation, the

B3 spring supplying the straam,is a part of the stream. And

24 do the owner of supﬁ.land (the defendant in the instdnt
25| case) quote: 'had the same right in the spring and no

28 greater right therein than he had in the stream below. He

R GRFFGR OF ADMINIBTRATIVE PROGEOURE, BTATE OF SALIFGRNA
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| had no differant‘cr bettar right to cut off the water in
| the spring oY abovu the sprino than he had to cut it off

or divert it from the streamh ﬁny interf&ramae with the

supply of the stream was an interfer@ace with the lower

yriparian OWner’s right to have the water continue to run

‘in the stream to his land?®

In reference to paragraph ten; as a challenge to

Mr. Pierson of the recreational Department of the County of |

Imperial, reference a gold course as a feasible item in the

recreational area, I have consulted with a Eoremost golf

green architect,'secured his services to scrutinize the

entiry area, and upon request I will furnish this report to
the Gommlssion.. I have lived on the property since 1954,

and I can assure you gentlamen, that golf graen grass is not

| one of the thingﬁ that ca1 be ngWn on the land, due to
the high salinity of the soil. You might say, just bring

in water and leach the soil, as they have done in other
pérta of the Valley. The Coachella branch of the All
Amﬁriaan Canal runs pasﬁ;the land, within a quarter of a
mile -~ incidautally, I thiﬁk you saw it on thé map,'it is
above it, but it is commonly known and can be verified by
the CQachella'Irrigation Diaﬁriet that it is impoésibla to
obtain water fromvsaid can@l as this land is autsld@ of
their Irrig&tion District. EBven 1f 1t were somehow possible
to convince the Coachella District that they had sufficient

extra water to supply said property, would you suppose that

OFFIOE OF ADMINISTRATIVE PROGEDURE, STATR oF TALIFORNIA
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:'th%;amunmy Supervisors would be able to'obgain,a;bemter,'

CEoemn e
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{ this.

and superior deal than the State Parka aﬁd*Beaehes¢ The

| State Parks and Beaches lS ngw spanding se“eral milllgns Qf

dollars to brlng water to this area.

. THE CHAIRMAN*V Mr. Sargent I think probably this

‘ymattgr -w yguyara'perfactly freg to go and discuss it, but 

I think it is largely irrelevant to what this Commission
considere. That is, you are t&lking now abmut'sqmethiﬂg

which must be determined By the electoral body in that

gounty, as to whether it wants this land for publia |

purposes. I think so far as this kind of a discussion, it

doesn’®t reallv bear on what is before us.

MR. SARGENT My theught in mind was that what I am

trying to show you gentleman‘is the unfeasibility of thé

proposed recreational area.
THE CHATRMAN:

The County is thE'authority for what it wishes to do and

In other words, I can —

- Well, we can't make that determination.

“things it can‘do, and we are not -~ we can 't mﬂka a fxnding

on that.

MR. SARGENT: I see, I understand. |
There is just one 1itt1e thing I'd like to say om
I consider that something of thst nature should be
included in‘tha said rveport, as referred to in paragraph
$éven, and they make no mention of it in the calendar item.
There 1§ just one other thing, I just wanted to

show you & little bit how conducive the water is to oux

QRFIGE OF ADMINIATRATIVE PROCEDURKE, 8TATE OF CALIFORNIA




1 busmpess, that the saliniﬁy is necasaary to our business. |

S

‘_It i& an ingredient that we would have to install in tha |
“wabpr if we did not(have ic.,

| | Rﬁferring to paragraph number eleven,'the opinion |
‘uf the Attarney General 13 spoken as hexng an enclosure.
' The only enclosure I receiVed from.Mr.‘Sm+th‘is this
calendar item. _th wasn’t‘I given’a\cbpy of all these

enclosures when Mr. Smith sent me this calendar item, so

© O N & O o R

| thﬁt I couid more intelligently prepare my notes? I£
i”;f 10 Mx; Smith‘bases‘his authority in getting rid of ﬁé‘on.
11| this 1etter"and he does not send me a copy, just What‘
12| const tderation is tha State Lands COmmisgxon staff giving me7' 
13 Bertainly, if the &ttmrney General.was not giVBn any‘more |
14 informatieu thau ‘what is contained in this culend&r‘item,
15 he was drast cally mlﬁlﬂf@fm&d zi is a moot: queatiOn, as
'   13 to what he, the writer of this calendar item says, it is J
BEE argumentative, it is debatable, it is an 1tam;to be tried

o 18 ‘in court.

19 Referenﬁe is made to paragraph numhar twelve I

.€;f-20 feel seriausly that your staff, acting as my agent in the

&l processing of my application, has not ‘been persuasive enaugh,‘
- 22 in theix efforts, by allowing the Gounty of Imperial to |
- 23 sway and influence their thinking anﬂ;by-not pressing in

» "( 24 my behalf as a prior applicant., 1 c&nnot prass it. T was

28| ivised by Mr. Woozley, May 26, 1960, of the Buresu of Land
26

Management, at Washington, B.C., through my ﬁmngx&ssm&n, that,

QFFLQK OF ADMINIBTRATIVE FROCRDURE, STATE OF GALIFORKIA
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and I quote in part: ”Im.the event, negatiation with the
State are unsucce5ﬂ£ul in brlnging ?he State s offe“ed 1ands |

| into balance with Federal lands, then,{of course, the

exchange may not be conriwgmated. As indicat&d’in“the' 

foregoing, Mr. Sargent §$v@ﬁ applicant‘df the State of

 California; his eﬁforts,,therefere should be expended in that,‘

dlrection ¥ unquote.

On June 2, 1960, I xelephonad Mr . Smith and gave
him the 1nformation»contained in said letter. Onm August
30, 1960, I received a letter frcmkmm~ Smith; quoting ink
part, "I am informed that they are currantly awaiting a

field classification report, N e unquctp The Bureau of ,“

 Land Managewent says that th@ selec&ed and the requested

lands must be brought into balance, and your staff says
that the lands are still‘to befclaésified, A1s0; on June
23, 1960, T received a letter signed by ifr. E. J. Thomas,
Acting Director of the Bureau of Land Management, at
Washington, D.C., that states in paré aad I\qynte; YBut

the State will have an-opportunity to amend its appliaatinn;'

to bring the values into line,” unquote.
Referring to paragraph number thirteen, it is

necessary for me to deny all the allagations.ﬁade in this

paragraph. I have searched the records of Imperial County

and T find nothing in these records to substantiate the
feasibility of this from the facts set forth in rabuttal

of the calendar item, thet the Coummissicn is not clearly

OPFMOK OF ARMIMISTRATIVE PROGEDURE, BYATE OF CALIFORNIA
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informed of all the faats pertainimg to Lh& subjeqt'matter,

Therefote as Ty concludiﬁg s&auement I wish to

say that I feel that the State Lands Commissian should take |

| nto eonsideration th@ following ﬁaunsal is always reaiy

to sue. 1 cannot see any reason thﬁt 1 should sue the

State. 1 cannot see any reasen that I should go cut and

”pick a flght. I am the owner of a $60, OGD»investment and

I do not have money &o squand$r on law suits -- bmt - if
necessafy, T am going to have to su@. I am going to be
advised by counsel, T am sure hmw to assert my rights,
if T do not receive them here. A¢tua11y, what 1 wauld like

vour Honorable Body to do, is hold this matter in abeyétce

until suuh time that the E&partmant Qf the Infericr
14

processes my case to its entivety.

THE CHAIRMAN: Thank you. | |

| MR.,CRANQTON: 1'd like to ask you, do you feel that"

there is any middle ground here? 1Is thare'any other land
other than that unacceptable sw#mp~that could be allocated
for your use, or-parhaps the County, that perhaps wé’dﬁhavé‘
to hear from them as to theix views. |

MR, SARGENT: 1I hava absolutely no Objectian to the
County acquiring the land that is nol un my applicatian,
the lands, thatvzzn acres that I have on application, it lLas
been my plan ever since I filed ~- that was the reason I
filed on that acreage. , |

MR. CRANSTON: 1Is there any modification of your

OFFICE OF AUMINISTHATIVIO PROCEDURE, BTATE OF GALIFORNIA
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MRJ SABGENT, 1 doa t believe se,‘Mr. Cranston, because:f'
|1 hava worked too many yaars - start my business in there,

| and it's got to- fallcw a lcgical pattern..

THE GHAIRMKN In other'words, i& there were to be a 
dlfferant 40 acres, say, designateé by the County, that this
still wauld not be satisfactory to yau? *Youvwant to,stand»

| on the whole applica&igq? |

MR. SARGENT Well, pr{marily; my operation is so

situated that T eannot mﬁva, even if 1 wanted to move, I

couldn't move because of my imprOmeents that are in the

ground,

THE CH&IRHKﬁi 1 am not talking about moviug What

 you meant was, you showed us on the~map what the County had

7ind1cated it would provide as additlo ial acreage beyond your :

present for. .your planned exnansion, aud you explaln d why
that was unsatisfactory land.

'MR. SARGENT: That is tyrue.

THE CHATRMAN: If the County were to meet that by'atherA'

land that is adjacent to your present operation =~

MR, SARGENT: But they have given no indication &hat
they would meet that.

THE CHAIRMAN: And we would ask about this too. I thipk

Mr., “ranston simply wanted to explore whether or not you
were willing to discuss anything less than your full

application,

% " d " " o » " o 5 Y " txie - -y v v’ o ‘1 49 .‘v |
_applicaxion that is acceptable frqm.your peint af vlew? -
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'MR. SARGENT: Absolutely not; because it would take |

that amount of land to prqcess'aﬁy business into a logical

: expanSibﬁ pragraﬁ~-‘1 kﬁowrthé”quéstionfhas beén raised by

'the County Supervisors, why 1 needed 80 much 1and in

Tampa FLorida alone thera are three lavge tropical fish
farms, one is 640 acres, the.Ellsbury is 320 acxes, and

there is one more of about 190 acres. Now that is all of

 the ones near and over 200 acres. Now there are more there,

and then'you,go down to Palmetta, there is a 640-acre fish
farm there. 5o acreage may seém~to large to you, but it
takes a ﬁuge; or & large number of taﬁks.to carry out
business dn that land. o

MR. CRANSTON: Does ycur'applicat;on include that

swampy area?

MR. SARGENT: Yes, sir.

MR. GRANSTON:‘ Do you need that?

MR. SAREENT# Not that one'particular point, np;‘ o

MR. CRANSTON: Well, if you don't need that, is there
any.othervpbrtion‘that yOu do nct‘need,’or'axe we limited
by the acreage that you feel that you must have for
appropriate expansion?

. MR. SARGENT: Well, I maght say that it would be ar

island in the middle of the property.

MR. CRANSTON: I didn't ask you that. I said, if you
could get along without that, i¢ thexre some other portion

you can get along without ‘also?

QFFICE S ADMINISTRATIVE FROUEDURK, STATR Qi SALIFORNIA
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‘greund in the whole mile, the whale square mlle

mmlqmqpmms—t"

would be feasible, sir, énd I don't see the object of it.
» Why shauld the County buy it and then lease it to mﬁf And
,I can == thougbt Qf purehasing it outrfght. I wouxd still

 there would cnly be one objest as far as Y ¢an see, is this,
v that they could dispossaSSam@ at their will. Otherwise,

there would be no cbjeat in me refﬁéing to, the land. 
much, Myr. Sargent.

it was highly unusual, that/th& staff has been silent.on.

 be read into theé racord, and since it leads into the

 MR. SARGENT: No. That ‘that is the worat pieca of

GOﬁERNOR ANDERSON: Now yau aim to eventually own this |

youra-mf9 , | |
MR. SARGENT: Yes, sir. :
GOVERMOR ANDERSON: Do you'have objection to being a
teénant of the County if this developed th:s way9 |
- MR, sARGﬁﬂT: Personally I don’ t. Naturally, a man
likes to own his own gzeund sé'far and superior to leasingk

or renting And the County has -- I don't see where it

- it comes down o the same, T would $ti11 if they were

energetic in thelr aspxrations in alla%ing mz to stay there,

THE GHAIRMAN: Any other.qﬁestioﬁs? ihaﬂk you very

MR. SARGENT: Thank you.

fTHE GHAIRMEN* Can we hear now Lrom the stafﬁ* 1 nhgughgj

statement that

MR. HORTIG: Mr. Chairman, we have recelved a requast

from Senator Quick. That letter which I have before me may
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1 presentatmon by Impexial Gannty, it would appear apprapriatﬁ  
2 that this he read at this time with your permiwsion. E
3 "Rﬁference iz made to your next meeting
41 of the State LandS‘commissiun, MO
5} particularly to Calendar Item Number
: 8 ten.on your’agenda, regarding’ Fxchange
¥ 7 Aggkicatiangﬁumbar 65, Delbert J. Sargent,
81 Iﬁparial County. | |
91 As you are aware, the\CGuﬂtj4of
10 ¢ Imperial is vitally caﬂce%ned regarding
11 | o ~ this, and desired to obtain cértaiﬁ~
12| | lands in connection with this area
151 B - for Imperial Cqmnty. Therafore a
14 | | representaﬁivé ftcmﬁimperial County‘
15 . will appearat.yﬁur«ﬂévembér 6 mpeting
16 | B | and pressnt t&stimony in behalf of this
17 | Coun®y. It appears that their testimony
18 | | | and application should be giéén f@ﬁﬂrabia
19 ( considexatinm; and I will appreciate
20 your consideration in behalf of Imperial
21 County in this matter. Coples of the
22 report are being forwarded to the
=23 chairman and members of the State .
24 Lands Commission. |
2B Very truly yours, Aaron W Quick T -
%8 THE, CHALRMAK: Thank vou, Mr. Horxtig.
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ki Wbuld thﬁ r&presentatlve cf Imperial Gounty please.E  e
  2_jstap farward? | : i | S “  S 1
P ‘> MR, PEﬁQSON;” Mﬁ Ghaxrman, g@ntlemEﬁ, my nam? i$~'
4] David‘E Pie*son. 1 am Bzrector of Eublic WOrks zer the
‘5 Gounty 0£ Imperial 1 also hava with us teday Mr, Foeta;
'6 County cgunsel for the Gounty ef imperial, and hupervisor :
i, 7A‘of the @eurty of Imparial I vauld 1ike to make a short ‘
| 2 presentation o tﬁﬁ planning of the area, and then'Mr Foote ;
,9‘ will come on from the 0egal standpoint " |
10 B The area ayplied for, this is our appllcatzon tQ o
11 the Bureau of Land Mﬁnagemant, surromndlng a hot mxneral wellﬂ 1;#
‘12 ' the waters of which are known thxaughgut the cauntry fer i:lrsxeﬂ,':z.sac['j U
lsy.tharapeutic value, Th@ Ccumty of Imperial has cbtained a 15
;4 - patent from the Faéax&l Governmant f@r tha 70 acras shown on |
18 Mﬁp Number M-190.2. It h&a applied ﬁar a patent an the rewifiif?;v
16 mainlng acreage in this sectxon for the purposa uf developing f‘f‘,
;7 a magor'reareational area. Ihe hot minexal‘spa area is in |
;18 _great need of plannad and contr&l ad public raereatimnalli"
%9 deuelopmena, It has heretafore been maintain@d 1n an
‘y 20 _incomplete and haphazard mannex . Adﬁquate r@cre&micnal
Bt faailitiea have not been in%talled Dasplt& this h@weVLr, “é
22 >the area each wintexr attracis thauaandﬁ Qf pexsons from all
= over Califormia and the rest of the country seekiﬂg the |
2% benefits of the hot mineral ba&hs. As nuch as 400 trailers
& neve been located in the area and gurrounding cqunnryaida
: “ | This county believes tuat a wall-organized health resgort
L, ERC OFFIK O ADMININTRATIVE FROCKOURE, BTATE OF GALAFORNIA
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] citizens center may be eonstructed as outlined in/the ;a
iattachad.m@p, and that maximum publlc behef1t wiil regult

| in such constructlan as planned or undertak&n on a lease

development around the hot mineral spa area will prcbably

take in many aections»of land Imperxal County is plannlng*

‘ and developing seation 2, will he attempting to establish

a nucleus af acreage directly relating to the mineral well.
Other 1ncidenta1 and perhaps unrelata& progects mill follaw

in adgacent se&tiana under privaae awnership The plan

i\
v

eff@cﬁed uuder an Number Mr190-3 cuntemplates con@truction .
‘”af tarili&ies ﬁar trailex parks, triplex rantal units aua

| senlor citizen dormitorias This complex must ba close to <
the mineral batha in ordex to prcvida maximum acc&ss to thej

Vhathﬁ for perSons with decreased mobility— The light

 riding stahles, drive—mn ‘theater, are namplemﬁntary family

uses. 1In attracting a health resort avea ﬁlwxibllity and
planning is essential; in view of th@ desire of the Gaunty
to develop this ar&a on a lease or desirabiiity baaia& 1
desire to emphasize this flewibility st&ndpaint The

facilimies on the attachad map, howevetr, hava boen fully

i auawmfully developed in the axea, in this area.
Maximum benefits of the development of this avea may basn

ba acenmplishad undex &ha gontrol of the ﬁountywr The

e TR il 4.
‘cbmbined'with reé%ééticnai development. and allargakSeﬁiar |

S
Y

or ccncessicn basis under aounty SuperVLSien The ultimate   jL
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k‘preuedant far improvements on the propﬂrty surrounding the
spa will be astablished by this £a@»lity 1 is believad
| that the entixe fegicn Will,benaﬁit fxam ﬁh& eanstﬁumﬁian

- of a properly planned and cantrolled haalth resort in this f;~A'

ection. Thank you.‘ ”' | | >
k THE'GHAIRMﬁﬂz Have you had disﬂusﬁions'with Hm.

Sargent? Has there been any‘e ffort to reaogniue the

investment that he has there and what he feels are hls needs

for expansion, or have there been sucﬁ\negatiations‘ar;
discussions? | |

MR, PIERSON 1* d lika to re:er’ﬁhat to Mr Fcate, sir.

TEE CHATRMAN I‘d iike to hear from Mr. Faetw, unless

- do ‘you have any questlgns‘? ALL r’ight, fine o )
MR, FOOTE, Gentlemenﬂ 1 am Orlando B Funte Impgria1”‘~“

County‘counSQl And with respect to Mr Ghampion s 1ast -
qu&stian, One July Sth ot ch af thia year, subsaquent to,'
uur a@quisitian of th@ 70 acreg immadi&tely‘aurraundmng &he"
hot mineral spa ~~vwhen T gay,ﬂwa” -~ being two members of
the Board of Supexv&séxﬁ'anﬁ m&saiﬁ Fm met with:Mr. Sargent

with raspeet to the poasihility of negotiating an area for

expansion on & lease basis. Mr. Sargemt made the same state~l~

ment at that time that he made ta‘yau,‘whi&h was ﬁhat‘ha

falt that he was entitled to the anmxﬁa;zze anmﬂﬁramﬁ that a

laase weuld be mﬁaningleas to him, in that =«

THE CHAIRMAN: Bxcuse me, let me ask you thia ong
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additional Questian; Wa - leave aslde the quastian ef ”

 expansion, but 1oek at the present opetation and anestm@nt

is ther& any bar to leaving that there, 1n the klnd of

development you have in mimd in oth&r words, recognlzlng the Lo

,~mresent 1eve1 of activiﬁy9 1

MR. FOOTE Spaﬂking on behalf of the Baard of

 Supervisors I thlnk I cam safely say shat there is no bar

to th&t type of devele pment on & lease basis  The primary
concern Wlth Mr. Saxgent kS acquisitlon of fee. interest 131
the pxablem of control of nhe deVe&opmsnt Mr Saxgent

operates a tropical fish farm,vwhich is not a hindrance -

| to our proposed d@velopment and ag it is presently

constitu&ed or as he may consider reasonable expansion,'

- certainly not to the extent af»ﬁﬁo‘aeres,-hut r&asenanlﬂ;_

expangion.

- MR. CRANSTGNb‘ What reasonablﬁ'expansion do yo& fé@i J

’could be made paﬁﬁiblﬁ without upsetting antlraly the

*ichnty s interest?

 MR. FOOTE: Well, that is hard to state right now,

Mr, Gﬁanston. 1 would &hink that certainly a 20-acre

expangion wawld nat injure cha pxﬁpaaed &&velnpmﬁnt oﬁ rhia

area. However, this, of aouraa is something ﬂh&t wwuld

have to he gone into in aomsﬁderabl@ detall by the plainniff
GOVERNOR ANDERSON: But you feel that‘shguld be on a

' lease basis and not on & feetitle, as far as Mr. Sarsent is

comecerned; why?
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MR, FOOTE | VEry d&finitely
 GOVERNOR ANDERSON: Why? | . |
MR. Fﬂﬁfﬂe, The basmc prnblem, ag 1 samd is ccntral

“The ﬂounty has no obgection to anter ng into a lang term

lease with Mr Sargent we feel 1eng enough in years tor"'

protect his investmant as it is substantial and the

Board af Suparvisora recagnizes that 1t is substantial

Hmwever,_in the long run - and.wa are talking gn terms

~ of many years to coma -~ the dcvelapment of this area |

could be hindered by an Qperat*on other than a tropical

fish hatahery, cauld be very dlree&ly hmndered ‘and of Qﬂﬂrﬁay

| if Mr. Sargent has fee title to this area, he is free to ,ff

dispose of 1t to whcmavem he wishes without control And

_so the prablem is iu developmﬁnr aﬁ this area which is 1n

tha public interest, and as has been detarmined by the

‘Board of Supevwisors to be in the public interest. The. u1

‘»vprcblem is. in protecting the suhstﬁnti&l and ﬁhe mnntxnuation

of that develapment &gainst davelepments on this, ou the
area of Mr. Sargent s appxication, which e
THE CHAIRMAN: Or a ehange in charaeter in the

 development?

ME» FDGTE: Exactly
- THE CH&IRMAN When you ara talkinﬂ about a long\tarm
leasa whmt are ymu talking about, 99 yeara?
MR, FOOTE: bellcve the terms ﬁhat wauld disau$$ ‘that

initially with“ﬁkd Sargent were 50 years. I am not too

OFFICE OF ADMINIBTHATIVE PROCEDURE, BTATE OF GALIFORHIA
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1 ear&aia about that but 50 ya&rs, this weuld be am xnitial
2  thougbt on the part of the Board. | R _
SA: _ GOVERNGR AﬂﬂERSGN If the Gounty wexe ta prevmll, ;'
'42 what happens, hmw da ycu‘adgust with Mr.‘uargent for his
’5<finvestmant and hxs riparlan rights amd ather thinga* |
6] MR, F@GTE* Wlth respect to th@ riparian rights,‘
7| Mx, Sargant made reference to several cases dealing with f
81 springs. There has been no dememinaa.mn Whemmr the well
R 'involved in this is a‘spring or a well. This is somuthing,
10| of course, that would have to be determined legally
11 chav&r, Mr. sargent aid some time aga makp appllaation to
12| the State ‘Water Rights Bureau for a water right, and that
13 ‘appllca&ian was re;ected on what grcunds, I do not know,
14‘ but it was er@ct@d So 1 quastlon whather or not Mr Sargena
15.;atithls tiwe has any rlparlan rights. ‘He at mo time had
16| any more than & five?Year experiance land léasé'pérmft from
17 | the Bureau of Land Manavemant and I am sure that I see how |
.38 .his rights would rise above the langth of that parmit And ;'
19 also with respect to Mma Sargent’s present status on the | |
20| property, he stated.that*ha haa a lease or a pexmit. The
21} permit is for one year, and T am informed by the Bureau of
22 | Land Managamﬁnt that it is subject to a 30 day ﬂancellation‘
28 on the daterminatian of your Body with respamt to his
241 current application. | | | T _
25: GOVERﬂOR”ANBERSON:V Whaﬁ‘ahmut the improvements, his
38 current improvements? |

GRRIEE OF -\\JM]NiﬂTﬂ(\‘l‘lVﬂ"PkQﬂgbURm HYATYE QOF SALIFORNIA
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11
2
13
@
‘16 |

17

21

22
V“ 23{ but if we were to pxnceed with the axchange o* 1and anﬂ

s |

25

26

S AR WaRy 1B SR

; give ‘him a sufficient baais to amnrtlze hisjinvestmant
‘him,any cash for his investment, but wculd give him4a lcan

;taka care nf that?

(v RS < BINEE © E - NRR 4 U B ;

talked about? Similar to what he has with the present

;Land Management? e ",» y

18|
;9" p1anning.
201

’alternative mﬁthod of settling this problem¢ uk g is, if

MR. FGOTE' wall we feel that a long temm 1ea$e would u
GOVERNOR(ANDEESON.V In o&her woras yau wauldn t give ;
of rental, so mhat the effecs over a 1ong_tarm periad would

MR FOOTE' WEII ve feel that a 10ng term lease“
at & reasonable rental would give him,an OpportuniLy to
amprtize his investment. - ' |

GOVERNOR,ANEERSON‘ What type of a rental have ymu

 MR. FO@TE. Fr&mkly, gir, we haﬁfen t E:alked abaut it. o
We haven t discussed it wi&h Mrt Sargent because Mr,  ; j«_

Sargent just flam won 't talk’ in terms of 8 lease,  That's

atost where ™ are, % the Board hasn € made any determinatlon, ..,

of what would he a r&asonmble rantal value, naw have I, nox

have any of th¢ persans-Wh@;have been,igvalved gith this_,

THE'CHAIRE&N' Whhtyﬁaulﬁfb@ ﬁ.:ghé‘*(-':'c:iv;riﬁﬁt‘:yif“eﬁ#;;ri‘:iai;vi&?‘c;l;{-:ﬁ:i’t:iz.wshi
we were to procead - and I have some questian abamt that ﬂf t
Mx, $arg&nt were to take title of it, that than’womld gut

you in a pnsitmmn of nacmssaxily amndemnmng‘ hat whiﬁh yﬁu

f?}t you had to have or had to acntroi, what WQuld be the ;'

GFFICE OF ABMINISYUATIVE PROGERURK, STATH OF SALIFORNIA
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‘Gounty 8 view af that po&sxbility9
i ﬁﬁa.v The area needs develapmant very, very badly, and we
. 1nvestcr$ in4that area mhat ﬁha 70 aaxeq immedxat&ly |
-lsurreunding the well Ltgeli is JuSt nat,suﬁficient to Justify

“the type Qf oparﬂtion that is. neﬂeasary Cen&emnation, of

“have no right of immeﬁxate possessian, ot W0uld havm nm

, Qf,the.lease_that~yau;cou;d hava wxgh‘respect,goAprivate o
 invest0r$V B | s e
if we are inAa positiun to condenn praapective ax&a to

our ability to develop thlﬁ &rea in tha mannar which,tha‘7

~Board proposes.

_h&ve got tv give demanstratimn?

N o
END /T

MR. FOQTE“ ‘Well, of course the pxnhiem is an»immﬁ@iafaj =“

AR

;.have diseova#e@ ﬁhraugh painful negotiatimn with prosPeﬁﬁlva f5'

course, can run over a r&ther extended p@rlad ﬁf timﬁ We

right of immediate possession were we to institute candemné%A-”

tion proceedanga

THE CHAIRM%N Wﬁuld that no alsm limit the character

MR, FOQTE It would inde&d very dlreatly, under tha  '

present a»rcumstances. In.ﬁ&her wonds, if we' have ta -»~7,7

provide prcap@ctlv& investora, this would certainly 11mit

THE CHAIRMAH: Having c@ﬁdemned;ityﬁer apuxpoﬁg, you |

MR FOOME« ery defimitaly | ‘
- THE PHAI'“'?: ‘Are thexe any furthar ques& ong ¢
Me, Har*ig, I’d 1ika to ask anathar ﬁu@sﬁlon abmut,;

present and past poliay in this aasa,fWhara.wa‘hava had &

 w S Nbind

L ewms b f0uM a0
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"pﬁior application by pr~vate . and‘perhags ther@ is no -

7o JR'« RIS SR SR < | SEEY SR ¢ RN .
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such precedent - but where we hava had a»prior application

- £er’by‘a prxvata pdrty and $ubaequent interest by a ,
‘Tgovernmental body, whlch if they had came in.:n party Qur
} p01icy would,be quxte clear if they Qama in at the sama
‘time as the publlc policy Our present - what has been
*the creatment in the past bv the Board if this question
were 8 publlc body is sﬂbsequently indlcated after you had
had this origlnal fillng by a prlvate party?r

- MR. HORTIG: Two instances come to mind Mr‘.Chairman,

‘and unfortunately they are on both sides of the issue as

| to prior action. The prior action by ‘the Lands Gommissian

proceedlng.with an app]ication ot s&le te a private 1nterest ,"

'on the determinat.on that the show1ng af publlmvxnterest

wasn't sufficiantly superior to Justify the r@gection, and

cthax instanaes where ﬁaspite later requests by public 'ff]
agencies, than privat@ raquests whﬁre the private leque't |
was reg?cted and conveyamc& was carried to the public agency, :
was authcrized to the p&blic agency 1n keeping with the
Attcrney Ganeral“s opinion in connectimn with thls pandlng
appxﬂcation that the status of thie application is complately
under the Jurisdiation of the Lands Gnmri%sicn, &nd that |
afxectively ‘there would be 0o contr Venhng am\any vested
rights, any wasted rightw of tn“ part of the @rivan@
applicant, because there are no vestnd rights

THE CHATRMAN ¢ All rmghtg that js ~~ in other words, we

OFFIGE OF ADMINISTRATIVE BROCEQURE, 9TATE OF CALIFGRNIA
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really are in a area hara wher& thn Commis&ion, loaking at |

| the facts and.equities of . this thimg, can - is really
 free Iegally to move in any directicn that it ueaires, is

 that correct@,'

MR¢ HORE G - Yes ?t/is a matter of Policy, it 15 a
POilCY determlﬂation R R 5

THE CHAIRM&N Whau is ycur view of Mr‘ Sargent 8

 contention that‘we,da not now have an;adeqnate~set;cf faetsx

before us to make such a determination? Do yom“ﬁhink that

further investigation might better inform us as to some. of

the equitmes involved?

MR HQEIIG° No, Mz' Ghairman, for &he reason that

g praatically the agenda item b@fﬁl& us was not preparad as
a full 1@ga1 brief or full litlgaticn of this ltemwvgit
~can be stated categoriaally amd without qwalificatibn

that Mr. Sargent*s appiication has bean fully and / d 1igently

processed in aca@rdanOE with Lhe statutes and rules and

”ﬁ%YQEUIatlwnS under which.any appligations are pchesSa& by

the Landa Commigsion.

' THE GHAIRMAﬁ4 1 am nat questimuing that Mr Hortig

>fIt s@emad to me mhat in quastianing hare &aday we 1aaxned a

| good deal mbre abaut the situation’ than was before us in tha

agenda it&m, and I ani asking,mhathﬁw there is some marit

to Mr. Sarg&nt 8 sugg&stian “han Wwe might furthar -~ We are

| aalled upon here to make, iv seems to mag some equity
28

Ju&gmenta, or we avre atxempting tao bring ‘about a 31tuauion

GEFIGE OF ABMINTRATIVE PROIROUKE, RTATI OF CALIYORNIA
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'hav&,beenrsupplied.by Mr.

)staff over and bayond £he

26

TP TRAS St LN i O SN < PR
- where two parties, both of whom have a legitimate 1ntereét
‘  1n thls thing - 1t 15 E:! rather unusual judgmant for-the '1‘

commission t04make and whethex or nat we have uw-it seams
j;tv me that therc when we have gotten some cf it from |
}questloning, whather there might‘not be some ﬁurther facts
to be obtained . | L

MR HORTiG - Well, 1? would appear to the sLaff Mr
Chairman, that asida from,m1mor Lneonsistencias not bearing

on the success ox failwre‘of processing application, that

any other omissions with respect to the fretual situation

on behalf oﬁ.Mm.jSarQEnt, omissionskfr0ﬁ the’agenﬂa 1tgm¢,

Bargent.

behalf ijzmperial_GOQnty»was_nog,ig@ladadinfthe agenda

‘itam because‘the specific data were ﬁatkavai1aBle}£o“thé

resolution of Imperlal Launty 7’

vBut Imperial County reprﬁsentatives here today are—fililng
“you in completely on th@ Impetial Gounty posxtion, so it -

Tywauld appear doubtful that any addltional essential facta

could be developed by furthex investigation.“ It is a
unique situation that impeses the responsibility Q%L

evessity for the Gommission ﬁo make this d&termin&tion,>‘

"inasmueh.as the basic problem, as y@u have r@cognizad, is
25 } f

as between Mr. Sargenr amd the Gmunty of Imparial

THE GHAIRM&N
pasitimn ofl f&aling that this cculd bast be settled by

nagotia&iona, and if it can't be aettlad by nﬁéﬂti&thﬁg

i
il

And the pxesentatién on |

I am at the mmmaﬂt 1 am in the peauliax B

GFFION OF ADMINIBTHATIVE PROCHIURE, STATE OF GAKIORNIA
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‘1\ that 1 wauld want to reccgnize the public intereat 1n this 3  o

matter and,proceed on that basis, bmt I‘d 1ike to - ;t

:‘seemﬁ tQ me it is-a situation which lends itseli peculiarly;fﬂ ¥

Y

ta negatiamion and not to an arbitrary finding by us‘ifﬁf @

._,“L L : kG
2297_. - o

‘\

MR FOOTE Mﬁy I make ong . further statement9 Orlando f,» .f
QqFoote, Imperial ceunty Gomasel '"~ in that regard e have |
jfendeavored as I 1ndicated to negotxate with Mx.. Sarg@nt ”
 “&nd to no avail I am somﬁwhat doubtful as to whether or ?f

| not further negotiation WOuld be helpful in this matter

THE CHAIRMAN Let me ask Mr Saroent This lS a

| hypothetical question, Mr. Sargent and.l speak onlv for

myself ann nmt*for the Commission. I wau]d be dlsposed to

vote at this tima for the Positlon of 1mperlal Gountv.‘“~"
f'Howeveﬂ, if in the knowledga that tﬁis would be the 2

vv7disposﬁtion of the Board we might pxodee a month’ delay

for further discussions batween yau as to satisiactary

solutmon would this be helpful ta you, or wnuld you 1**'m:b.ea:‘m

have ms procae’ to awt Vod&yf B 0 f%i

| B
4R 3&RSENT No, sir, 1 dan‘t believe it would for

th@ fact that Mr Foote seems to set himaelf up as an

 auth@rity am'my buslneas, telming‘ma how to run my. business
~and telling ma,what land is xequired.&n my>business, which |

f don't think he «= pardon the expres ssion == knmws auythxng"

abaut As I told you, the reason I taok mhe 220 acres

originally -~ incidentally, at the_tima that I applied I

OFFIEK OF ADMINISYRATIVE PROGKDURE, STATE AT CALLFORNIA
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11
12

= te  margin it is hmppening uvexy ﬁ@y

17

20 |

25 |

cculd hava awplied the wnole section was open, I could have
3 app]ied fcx the 570 acr@b but 1 didn t. F anlv t@@k Lhe

lanu-that 1 needed Aﬂ&.ﬁ’still need the 220 aares far

it i$ congidered a m@dlmm sized, you mighf say, in the
| Unithd States\ Right today I can 't furnish the - all the
‘ figh that a*e ruquired\ln this area. Today this is S |

100, Oﬂd ﬁlsh coming in fram Florida'@vp{y week 1nto the LQS

| Angeles airpart Then you add up an top of ‘that San
,Franaisco, Portland Oregon, Seattle Washington - bf

course I cau use the 220 acres, every bit of it. And he o]

l

is speaking of adding 20 more aere% To fe it’s Just 1ike t

if?if’ ‘ | a drop in Lhe bucket Actually it will end up uﬂuil put m@
EEQQD* 14|

;markets coming up, I have cot ta wcrk the fish cn d smaller

out of business, bacause I have g@t to meet Lhese new

o

OVERNOR AﬁﬁERSON* How much land,h&ve yuu qgw?
| Fﬁ. mARSENT.Z Under 1&&3& 1 have 3“ acras, and I have
‘been requestidgg trying to. get 40 more acres to pur in my
next batch of tanks, and the COunty of Impetial have hexd
that up through the Land Mﬂnagemant.‘ | e
GOVERNOR ANDERSON : Aﬁtually now you are Qparatiﬂg with
30 acres? ; |

MR, SARGENT: Yes, sic.,

GOVERNORiﬁmnﬁRSQN. What actually could vou get by Wit th? |
MR. Sﬁﬁﬁﬁﬂ?& 'wéll, I «» 1 tcldiyau,hcneatly, ganmlemaﬁ,

i

T apae Yo 108N By

B G K e S £ 80 b B ket Bt et ot e 2]
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| expansion Of my buslﬁess | A ?izﬂﬂacre fish fam is nat: 1arge,
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“=1t is 220 acres, plus Qr minusa B/f& ‘”“~ \ w“k‘

fthe tdstimany hare i@ that theae two thinga are evantually;b7,67 §

‘incompatible 1n your view?

© ® < e o AW B R

when T went there. T built my ‘home there. v f  S (
QHESLiOHS of Mr Sargent‘? - - - SR . o | " SR = v

C M. Foote, made a remark?that tha& was not aapring up tbpre.

: The point o the fact - now this is quated fram a C&l App.

66,

A

| TH%’QHAIRﬂAN. Well the gi & Gr the combinatian of -

: \_\
. A
‘,’1‘4 )‘ o !

MR, SARGENT: tes, but 1 m.nk you showld -~ |
THE GHAIRMAN And in the view of ‘the Cgunty, if theyi“:“f:‘
are to accept your ver51on o What You need?‘

MR, SARﬂENT‘ They nould have filed cn the praperty ’
before I didi\or at the tlme I did but I was thar fis ée‘j”'

years before thev weme, and llving on the land developed

that land. It was nwthlvg but marsh Jﬁnd and sagebrush
- THE CHAIRMAN: Thank youl‘ﬁAre there any funth¢r>f 7§¥77y;»

MR. SARGENT*’ And Just one othe1 thiﬂg - exwuse me.

case ==

IS

“Wéteipaséingkthrbugh*thé sai1 ﬁat ‘{ﬁ‘
in a $tream but by way af filtration, is not
fdxstlnctiVe fromkthe voil itself the water
forms one. of its cumpanant parts‘ In\this‘_
comditian it is nnt.the suhgaat of o

apprnpri&tionw Wh@n,vhmwavar;‘mtagatherﬁy

inzsufﬁicignt volume, Whathar'&y;p&rmclatian,

ov otherwise, to form a uanning stream, it no

Qrrigy oK &ﬂMlN!&‘I‘RNSWE PROCROURE, BTATE OF GALINORNIA
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le fer partakes af the nature of tha soxl

fand aomatatatas a Stream.of flowing water
‘fsubjeﬁt to appropriatiOn., The water in
‘qnestion hare 1$ the stream issuxng from\thu
“ {we11s, and 1t is immaterial fdr the purﬁa eﬁ
 0£ this discussian whethef this stream is
* supp1§ed by water percclating and filtexing .
VthroughAthe earnﬁ or not at al& events, Lt has

gatheteﬂ‘into a: str@am, No dlstlnction can

 be made between the ‘water flowing frOm thea&‘,i'

| aztesian wells and that ‘1awing from the

sprmngs " .;....

"The gtream in ezther*caae may result B

from,the gathering af,watex«at some p@lﬁt,,
»whgt&ér,ngarfsr disﬁant;;which-gro&uceé"

tba stream, the flaw Qf~whiéﬁ«is by natural
causes;fcrcad‘tothe;Sugfaaa. In tha'one_';

| case the aperture or opening through which
it finds its way to the surface is the
‘result of n&turﬁ s forces; in the ather it
is producad by ar&ificial means, Lhe fact:
that it is produced by boring g’ hO]e in

ﬂ'th@ ground in no wise change&_italgaaraatargf‘
In eithexr case the water ﬁlﬁws to thé

surface naturally.™

;' “but has b@come &@parate and distiﬁct Lhereﬁrom{’r“ *

5 G&l‘if@'ﬁ'ﬂia A??@ll&ﬁ@ f&gi (}j}e k @ K-Lh 1 'V‘ $mi.3:«h)
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Amd also Hr Fmota spoka of 1§at I havg a one»yaar Eﬁf‘

ktimﬁ in full force an appeal Qﬂ that meductimn @f'my laase

P ik
W gy RS

2 SN
o

i

requﬁﬁt.f:';),, | ;”’f’” f{.," | f“”*JQ' n&“

MRQ GR&ﬂS@DN'“ I d like te ask sommone for th& Peunﬁy,x_,’

| how many acres ara involved in your ovexwall plans for

recreatianal developmaut?

MR. PIERSON~ Dav1d E Plerscn Dixector cﬁ Public

beks. We hava raquested 640 acres. e HQW“OWﬂ 79,__9995 f/

) | that answer?

MR. CRANSTON: What happens to your plans if these
220 actes were hexd out, o a say, a fifty«years lease¢

MR. PIERSGN“» mhe 22@ acres, as far as 1 know would

if~ & 1
fwvxrtually kliL our plan, and it pretty well surrounds our o

|1 70 aereﬁ.

GOVERMOR ANBERSON’ Hﬂw(mach7af«thayzzo‘acreé caﬁ1d‘,

ycu relaa&e and still ga ahead with your plans? In“ather |

' ,wo1ds, he ha& 30 now and he is applying for &9 mare There :‘

\_\)»,

\
seems to be sgmathing betwaen that and the 220 acres.

_MR&\PIERSQN: 1 would be 1nclined te cmncurﬁwith

Mr. Foote on this, smr; _ He expressed an expausion of somet

20 ﬁéresnvw

GOVERNOR ANDERSON: Oply 20 acres on top of the 30.
- MR, PIERSONﬁ‘”bh"3B. ‘This im a very difﬁleult question
to answer at thiﬁ time, Governor Andersomn.  Our plan could

allow the figh farm,to c@ntinue. As has been stated we feel

o
RPN

| OENIGE OF ADMINISTRATIVE PROGKDURIE, WYATE OF SALIFORNIA -
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| Mr. Sargent with his rigiditj on his 220 acres

15|
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20

- 22
23 |
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\x‘ 3

- type uﬁ usage lI hape Ehis answers yﬂur quegtian. Tf 1t
i dcesn t try again i | R :

T T N T N

17|
191

that it should be an a laasa basiﬁ r&ther than an’ ownerghlp

rubasis, for the 90581bmlity mf change, of a change in the

;»700 ac%es?

MR. PIERSGH‘ 640, alr, the section L
MR. LRAN‘TDN. 6&0 I flnd it rathar hard t@ believe

| that yau havu to be so rigid as. to 20 acres mere or 1ess on

higher

- uap te qulte possibly a substantxaliy/figure thaf‘might be-

 prov1ded somewhexe there whlch is appropri&te to hls wse,

> \

WithQUt upsetting your plans entlrely W

MR. PIERSON‘ We are somewhat in the same pasltlan with |

MR. GR&NSTG&*“ You ara?‘ - o
MR PIERSON Possibly, that s correct. o
5 THE GHAIRMK& Axa there any ﬁurther questions° ‘fhaﬁk9 
you veryrmuch Well, I have stated my V1ew What is the
pleasure of the Board? | "‘ Ao L
| GQVERNOR ANBERS@N° MW views ara Ver similar to yours,

Hale. 1ean to the Gaunty s pesition, axaept 1 wouldn t

want t@ vot@ for it unless 1 knew, unless T knew a 1itt1e
bit mora what thay were gaing ta da what they were ggmng
to do in xegard to Mr, Sargent It seems to me that the

County is the one that doesn't want to have hxmkhave title,

because they Want'contrml, and yet if they gilve him a lease

GEFFIGE OF ADMINIGTRATIVE FROGEDURME, QTATE OIf GAYAVOHNIA
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| accarding to what they are talklng about, and still give

»ﬁ§1$ase to mﬁ&t hia intﬂrests foxr tho next 49 ur even a longér
ff_lease than that‘ In oﬁher wcrdsa 1£ h& has somethxng that ?’,v

-‘__;ia eompatible there with thﬂir &xrangements, evan a 99~vaar :  »

lease wauld be all rxght,‘as far as th@ are conaerneu,

~hi m,prntection of his interests

I‘d also like to knew, in addmtion to the tima,

'1 d like to know what the rentsl is for this same thing,

and with the exPanded size,,and 1'd 1ike to see them somﬁhow
get togethef befcrﬂ we nave to vot& on thiu tnLng here tcday

MR CRANSTON~' I am nok pxepared to aither revaal my

2 1 owm 1nclinmtlona or to vota 1n this matter I d 11k@ to

“see them wark it out.

THE~GHAIEMAN; 1 Wlll see lf I can make a Belphic
tatemenr o S

Wbuld it be agreeable to the Commissimn‘it we o

| were to take this matter uader-advmsem@nt.fox 30 day&,
with the quuest tc both partmes to furnzsh us with' th@ix 1
- minimum xe@ulremamts on maps so that we can see the accual

situation on the ground tc see whather there is in fact

any recmncilable canfliat hare, or tc see if thare is not

what the conflicta involve, and what tbey raprasent in tarms

f the loss of wha County's pasitiaﬂ or loss af’ﬁr‘ %arg&nt sl

position. Vould tha& be agraeabie*
MR, CRANSTON: (qudam“)

| i . P s e 70
|| it shouldn't hurt them too much, if they could work tﬁ‘iéi‘ |

Lt :
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- E CHATRMAN ; That then will be the oxdar, and we. j;;;;.¢

,MWill see you again a month hence. “"jk,»f

Mkw GRANSTON 1f it would be mmre canveniant for the

; |
;*axties invalved ta do that at our next meeting in Southexni‘

@\

| callfornia, we might eomsiﬁer'that | : |
THE CHAIRE&N 1s ‘that prefarable* Do you have a

| major time problwm? You.have a majaf time ploblem ln.thisflj

,.MRn FGOI%.; Yas, sir, we do‘

v O N e T s

THE € ;HAIRM&N' So you 'a vath@r have it earlier th@ﬁ

10 in'lﬂs Angeles? That is, if our next maetzng is in S¢erament0#“ 3

’11‘;you wculd rather have it schedulad(then?f 
l

12 MR. GRANSTGN' We are mﬂetlng on the Elst of this

13 mnnth, which is in,Sappamenta and an‘ﬁha 19th of December

141 in Los Angeles. | | | | ’ ;
157; . THE CHATRMAN: wvuld the thh af‘Decamber be sacisfactory?';@

E';vf j: 16',1fT' MR. FOOTE: I think I can f&xrly stata that 1t’would,
18 *‘THE CHATRMAN: ALL right. xs;tham~agxeeaﬁle,withyau,“‘  iy
19 Mr. Sargent? S LR - L
26 All might then that will be tbe Qrd@

21y Im&m 7 in the ayeud&, amendment Qf Paragranh 22
22| of cambinad oil and gas bid~1aa&a form to conform to

23 | praviﬁions of Chapter an&,,gtatutaa 1963, which made &
24 signifia&ﬁt ah&ﬁga relating to the drilling term, which

28 | term the Commission must extend from a maximum of three

years for a period equal to that raquiﬁ&d,ta‘abtain any -

ORPIGE OF ADNIRIBTRATIVE PROSKDURE, AYATH OF GALIFORNIA
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t*that isn ® a san?ence.. What o o don*t knew wha? I have
 sa1d Wouldymu please explain it?  “* - “n,f*

MR HORTIG‘ Yas, siz. Priar to Lhe 1963 am& Amant ta

~ithe Publxe Rﬁﬁouxces Code the commlssion was authahlzad ta
1 isdue oil and gas leases which provxded for a drilling term -
of a m@ximum of three yeams, that is, requﬁred drllling by .yf‘;

the 1essen within three years.f ﬁndrat the disafetlon‘of -

the Commisaian,an exrensiun of ‘time to the lessee o£ tnat

. drilling term, but at the optlon of the Commission, if there’
were delays in securing other permits from amy other Federal'
. or State agencygthat will require in con at on with the

) operation, for examplﬂ the placem&nt of an offshorﬁk L B
‘Adrilling plétform This was optional W1th the Commissmon,
and the 1963 statutss in atregt made it wandatory £ t if
 _‘these circumatances exist d the Gommission must extend

1 the drilling term

ﬁR. CRANSTQN: I mnve,apgxoval of_tha statuté, S
| MR;iHORTiﬁi Therefore wé:madifie&>oﬁr lease form to
cofrespend‘to'th& statutary modific&tion. |
| THEGHAIR%AN: Mr. Qfanaten has moved approval.
GOVERNOR. AHDEESGN Serzond Rt
THE CHATIRMAN : It stémds apprcved, unanimously
Ttem 8, proposed Oil and Gas Laaaa 3,360 acres

tide anﬁ submafged 1and$ ﬂrange County - Parcel 16A.

, HORTIG: The Commission prev&eusly authvrized the

) o "féii,, ”*
quired pexmlts ﬁ yom a’ federai or btate agency o I suhmit‘i

GEFICH OF ADHINISTRATIVE PROGHOVRK, STAYIE OIf CALIFORNIA
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publicatmon of a natica of intention te foer Parcel 16,

the same parcel under disaumsian here,_hut this affef was

withheld in vmew cf the necessity for amendi ng the 1ease

i

form as you have Just done in the previous item Therefoxe, |

 the present motion is to cancel the prlor autharlzatlon and fﬁ

authorize the offerlng of the same parmel in accordance with’
the revised lease form. |
HR;‘ﬁRANSTGN:; I so move .
. GOVERNOR ANDERSON: Second.
THE CHATRMAN: Stand approved.
Item.ﬁ authorizatlou for Executive Offlcer to
publish notice that the Commission intens to canSﬂder R

offering leases for the. extraction of oil and gas. ﬁ“om

~approx1mat@1y 12, 600 acres ‘of tide and submarged lands

offshoxe Ventura COunty

MR. 'ﬁQRTTG* The Public Resources code requires Lhat

;o

if the Cummlssion is to aensider offerlng any area for oil

and gas 1ease that notice must be givEn.ta affected cities ;\
‘and counties in the area uuder congideration, as to whether |
public hearing sheuldfbe’held as to special conditions which
'might be included in the lease form. G |

it is thL staff recommﬁndation that the anleased
area of Ventura County extending from the Ventura-Santa
Barbara CG“ntyvlying eastefly to approximataly Pitas Point
be made tha subjest of a public notice of intentian to |

consider-cﬁf@ring public gas leases. A further prasentﬁtion

BBATS, .63 1OUM HFQ
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has - Just beﬂn recexVed frbm,industry on the pmsalble"

reXpaHSion cf rhn area tc be eonsidered. In is the siaff

re¢0mwendatidn thaﬁ thi$ be done in two. hearlngs rather

than one expandad hearing, and the mation that is befare '

- you should not be amﬁnded

CMR. cms’mﬁ "1 so move.
GOVERNOR ANDERSON: Second. |
THE CHAIRM&N | &and ‘approved; and the understandlnﬂ_,

f then is that we will c@nsiderthe request for expanaicn of

the area at the next meetlng

MR. HDRTIG- 1n all prdbability, with respect to
authorlzatlen of the addxtional |

THE Gﬂ&IRMkN Ttem 10 authmr*zation for xecutlve
Oificer to execute agrsemenf W1th,11ncoln Fldelity
Corporation me1ﬁg the Ordlnary Low Water Mafk as the

cammon permanent bouudary alano a tidal watmrway in ‘the

‘v1c1n1ty of Surﬁsideg Drange Caunty, betWeen State
-suhmerged land and private lands. o o
MR@,HORIIG: As shown on the map follomlng page ﬁorty«‘”"“

xfoui of your agenda,v there is a.small section of land

previously conveyed by the General Services Administration
as upland to private parties, and in,e@ntemplation mf a
marina, mnrina«type development on tha adgoining waterwayg

it is essential that before the ¢enstructxcn of any dredging

activity, that the bumndary 1ine between the State's l&nd anﬁ%‘

the upland be fixed, and by agreement it is recommended that

QRFIGE OF ADMINISTRATIVIE PROCEDURE, BPATK OF CALIFGRNIA
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| this be done as shown on the m@p amd attached agxeemanc

7which is authorlaed to the Commxsgion fOr approval
HR CRANSTGN‘ 1 so move.k ‘ |
GOV&RNOR,ANDERSQN‘“ $ec0nd
THE CHATRMAN : Stand approvad. |
| Genflrmatlon of txausactlons consummated by @ne

Executive O’flcer pursuant to authoxlty conflrmed by the

‘Commission at its meetxng on October 5 195q

MR. HORTIG: These actmpns consmsted.solely injthe
extension'of‘twd previbuﬁly;aﬁthorized geological survey
permits for»an‘additional pariod of time, in a¢cofdance4
with the full conditions prescribed ﬁy‘the'Commission;:

GOVERNOR,ANDERSON' 1 s0 move. e

MR. CRANSTON: Second.

THE CHATRMAN: 3 stand approved, g

Very bri@fly, is thﬂre anythlng new on major

1 lltigation to be censiderpﬂ?,‘

MR. HORTXG’ Only fn huditiﬂn to tbu agenda item befara

you, which reported that with respemL to the case af

‘-U'S vs. Anchur, that the reeards wauld be closed on. a

‘(payMEnt final avm@nt to be made on Navamber lst Such

payment has been wada, and the A&torney General's Office
report is bafare me that the‘fil@sahave been closed on the
Anchor litigation. - R

»TﬁE CHAIRMAN: HNo action is gequixed, T --

MR. HORTIG: No. o |

. R
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*fthey did in this ‘case.
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THE GHAIRMA& I'd 11‘@ to exyrees pubiiay again our

,‘thank& to the Attarney Gener&l*s ﬁﬁfmce for the work that

) The Board is meetxng m~>n@w I guass it 1s Offlci“
;

‘ and the Board wmll be in attendance and particlpate 1@7

discussman of Lhe proposed operating contract far the

 Bast W&lmingt@n Field. Thms Baa*d had placed ~= the présentfﬁ
‘ status of thia thing is that an operating contract proposal

| was made to us by the Gity of Long Beach, which we xndicated
;altneugh not taking formal aatlon, was not acceptable to us.;

 we offered Lo the ¢ity of Long Bemuh a proposal which‘wv

\

 ‘1nd(ca&ed weald,be generally a&ceptable ta us, and we_ i
;now in the positian of deﬁlmnﬂ with.that w1th that in mﬁjﬂ»
'effect, sﬁalemata',;l think it propﬂi, althaugh 1t does not
 Lappear on the aQEnda, to cOﬂﬁld&f at this tlme what the

‘Ccmm1ssian s positiun in dﬁscussing this mattar with the

L@ng Beach Gity cﬁuncil will be thmﬂ‘ufternoon, wh&ther W@

are ©o consider that, ve are discussimg just one of the

offers, or bath,af them, or . diﬁcussing the thing in genawa1‘~

MR. GRANSTQN« an;chairman, 1'd like to comment, if

I'may,~an this‘ “The purpose of this meeting thia af&axnoun,'

as 1 underatand it, is ﬁm try £ get us off of déa& centex

and to move forward on thﬂ proposed - various propaaala for

the de“almpmant of the Easf Long Beanb.WilmingLon Qil Field,

aud 1'd like to say for une, withaut m&king any conments

R

orrior oF AD’M'N}E‘HMTWK PROCEDURE, BYATR ‘¢F CALIFORNIA.
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:gi Vﬁhefe I‘Qill'stand whéﬁ,thé maﬁtéﬁérébmértaia &éaiéian‘in;é
,‘2~ note at the State Lands COmmissien I &m.pxepar&d ta rev1pw
3 ‘point by neint the matters which are preaently at issue .
‘°4 1hetween th& Clty Council of Long Beach and the State Lands
§_ Gommis31on. it is Ty presevt tho&ght that on som@ of the .
8 pelnts at issue the atate is on the somnﬁest grounﬁ t"at
7| on others tne uity is quite possibly on the soundest gruund
8| and that on manv of &hese there is a. perhaps a mlddle ground
9  not the stand taken by either the City oY the State at the  1
10 | present time. |
11 | To give one example 1 now balieve that there is‘
| 12‘wa good deal of m@rlt to the City's criticism of the State s
135} proposal fox banus hiddiug I, on the Other~hand I still
14 | believe that &here iv com&iderable merit to the State 5.  M
15 .critioxsm of the Lity s pr@pudal for advance payments with
~16f\interest I deo b@lvae that‘there are several alternatives,f f
17 | and that quite possibly one of the%e might be faund.more }'; 
18 accepfable to both the City and the State than anything  / 
19- that 4 presently bﬁfore us in Lhe contr&cts. I believe '1
20| that on this and other points, if we get togethar and 1eally" :
2l | examine the points &t‘issue,ywe»should_ba able tnvraaﬁh
22 agrﬂ@mpnt | ‘ ‘r |
23 | And therafare X make thia motion: |
24| | | 1 move that the Stata Lands Gommmssion |
25 hereby express its desire to entex into a :
28 | point by point review of the points at issue ¥

| OFFICR OF (DMINIBYRATIVE PRUCKDURE, BTATH 4 SALIFORNIA
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'3 ¢W1th-thﬂ Gity Gounsil of L@ng Beach.in i
fi’regard to th& propased developm@nt Df the
, East Long Beaah Wilmington 011 Field It
| 5*13 the suggestion of the Landa Gommxsaion ,“‘
 that-this review be~cemmencedlkt th@ staff
| leve1 and the Cammission hereby authorizes
,che hOﬁNl%Sidn 5 staff to- meet with the
"City ﬂoancil{s_staff fox tn;s purpose at
a mutuﬁlly cbnvenient time Subsequent’to
‘this afternaon 8 joint cammission“Council
se881on. “

I move thet 15 the present statement af pobitlon

,by the Lands Comma.sswn on x:hia mattm.

, G@VERNOR.ANDERSON T will secand tha mntion
THE GH&IRM&N It has been mnvad and segcnded that

’ | this positi on be ‘adopted, which I think opers the Way to a
f‘productive discugslon &his aftarnoon by tha ang’Bnach City
| Council c e ‘,“ IRENE N

1s there any discussion or comment from Long Beach

on this stat@ment? B |
MR, LIﬂGEE* I am Harnld Lingle, Daputy Cmty Atturnay
1 can only think that your suggeations will 1ead to prmgreau

I am not authorized to ‘make any gtatement on their bahalf

I know that we have ccmsmdar&d it, the pninta, point by

point, and I know the staffs are mertainly.ma;e than anxious

to meet with your staffs.

j IR e o i
. ' DR
i :
. L - o

T
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THE CHAIHQ&N~' Thank ygu Mr Lingla

GOVKRNOR AEBERSQN : What is the stams Qf this meting e

wWhat i$ th@ 1&gﬁl at&tus of ie? ';}~ j ‘%”":ff»

THE CHAIRMKN 1 think under the clrcumstances ¢hat we

'axe the gu@sts of ‘the Long Beach City Council at a fegmlar
‘meeting of the Councxl Is that your understandlng? |

IJNGLE It is a regular meeting, a mﬁeting of the~ \{“

Cduncil. 1 don't know, 1 can't speak for ~~ you certainly
a.. guests. (Laughter.) | | N
| THE CHATRMAN: Self-invited guests. |
GOVERNOR ANDERSON : As‘langeas we will be dis¢ussingf ‘

matters, is this‘in'any way 1ﬁ‘écnf11ca.with'the,Btbwn,Act&:.‘J"'

Am I correct is this mﬂetﬁﬁe that we -- is there any

‘guidance that we shmuld‘haVE'as to what'we can orvcanﬂet~dd,_ SN

‘at this meeting this aftarnoon

MR. GOLQIQ* in-my opinlon it would.nct vlolate the
Brown Act.  , A ;.‘ | - |

MR. CRANSTON: It certainly won't be secret.

MR, GOLDIN: Your m@eting’today‘will be open, I am

relatively dert@in that’tha'ﬁdmmi$sion will not take ény  |

formal action this afternoon. I think the purpose is to

exchange ideas toward the end of artiving at a cﬂngttugtive,

“solution, and T see no legal impadimahﬁ to such procéeding«y.,

THE CHAIRMAN: With<thm% I think then that the motion

stands adnptad and in the absence any furthex =~ 15 mhere

DEFICE OF ADMINIZTRATIVE PROCEDURE; BTATR OF GALIFORNIA
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: MR . UURTIG*l There 15.4 y |
' THE CHATIRMAN : Oh suppiaﬂental item.

Well, the time has been.amenﬁed to 2:30 instead

MR, HORTIG. 2:30 p.m.

THE CHAIRMAN: Do you wish to speak on the supplemental

item? | |
VMR HORTIG:  Yes, Mr. Chéirman " As the Comm5381anars

will recall at the request of the office of ﬁhe Attorney

x,GenexalAyou'gentlemen individually haveﬁheretOﬁore executed

a letter of understanding which was delivered to the City
Attorney's office of the City of Long;ﬁeagh.with respect
to the diépesition and cantinued paymant of tideland 611

funds under the section, under tha provi51ons of Chapter

29, 1963, and under the provisions Df the Public Resources
Code . For'your action to have full validity and full suppoxt,v

4 that is required it is required that such action be pursuantf' v

to a resolution adopted by the Commission at a meeting, and

therefora it i recommﬂnded that the State Lands Commission

1 ratifv, approve and confirm the arrangement with the city

of Long Beach pursusaut Lo Which one, the City af Long Baaﬁh

- will forward to the State of California the full statem@nﬁ
| of tideland oil and dry gas revenue due to the State withuut
deducting therefrom any sums sought to he collected under the

provisions of Seection 710 of the Code of Civil Procedure, by

oFrlay G A’DMIHN’I‘RI\TWH PROGEDURE, BTATR OF CALIFORNIA
K ‘ o \:f-fz\‘ . g !
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any &1leged or‘gudgmant ﬂreditars 74 2 that if any final
Judgmant requlres th@ City, its officials or employees, |

| to pay any sum in connezction with the case of Howard E.
 Shoemaker3‘et a1,, vs. the State of California, San Diego

’Sunerior'court case numbe 238691 the City is autheﬂized,! -

to dedunt any amount that it or any of its offlcials e
employeas are required to pay fram.any future oil or dry

gas revenues due to the State of California; and 3, that

| the State of California will defend the City, its officials

or employces in any action filed against them because of
their failure to make payment to the gan Diego Superior
Court on behalf of Howard E. Shoemaker, et al., pursuant
to filings mnder~3ect10n 710 of the Code of ClVll Procedura, i
all as more particularly set forth in the Attorney General's
letter dated October 28, 1963 to the Long Beach City Attarney;"
. THE CHAIRMAN: What is the pleagpra of the Board? | |

GOVERNOR ANDERSON: I move it. B |

MR. 'cmns*mm ~ Second. |

THE CHAIRMAN: Stand approved

No further mat&ers o come bafora the Commission ~-

we stand adjourned.
(Meeting adjourned at 12:30 P.M;)
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4 1, Margaret . L@mbard CSR, Heaxing Reportar for the B
éﬁ i ,Office of Admxnisttative Procedure hexeby aertify that
éi : 6 the faregolng pages Number i through 81 contain a full
; 7 true and carrect transcript ef the srenographim noﬁes taken
E g | by me in the M@éting of The State Lands Commiasmon ux thpfk*“
E, 9 btate of California, in Lns Angeles, Califernma on |
10 Novembel 6, 1963 | |
11
12
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1l LONC ZEACH, CALIFORNTA, quQN*rESDAY, _‘wﬁgsuéfm 6, 19@1,‘“2:.30 P.M.
= 2 . ) - 00000 > : Y
Cos VICE MAYOR HAYES: Come to order. Madam clerk, will - ., . , =«
2 you ca.,;l the roll? . Y S - )
5|l - (Roll called by the city clerk, indicatin&)Ccuncilmen ) BN ,‘ ‘(f.f’
; .8 i(ealer, Bond, Sullivnn, uz‘gntj{g};gﬁl ;nd 'su.ce «nayor Ha;r;; ‘ e L .
ST present y ) R S - o = '
1“8 . 'IHE CIERK: Hr Hnyor we have the affr.dav:lt of“-,,ostingu o 7 i e
- 9 |l.order of adjou'Lxment to be received and filed. 3 o e =
.10 : (noved and’ necorded ) T L \\ ° i ”
,ﬂg/{\ = THE HAYDR. No objection, it is so o:’dered A L e / G'L(
cazf v LadleS and gentlemen, we are gathered heze todav o = _
AJ ff° 1n an adjoumed meecing of the “Long Beach City ~Caunc}'§1 and T {l . )
14| we are pleasﬂd to have with us in attendanca at this meeting D
16} the members of the State Lands Commission of the»iﬁ"ate &f RS
= - 18] California. =~ : ) et \\\, ‘ ‘..»» « o . T
17 " The putpose nf this meeting is to discu:; vaéious e e N & T
"18 aspects of !:ha offshore oil contract . proposed contract, and - e §>9
190l ro that end we mtend to 1nqu:l:e and to prcsem: cercain ‘f .
s 20 mntters to: this body and to the State. Lands’Com-ssion ’
21 ‘l‘his 18 an 1nfomal meeting Neither body 18 intenjirg by ¢ o &
22| this @eting to take aYy fnmal action, but it is an ) : h“ o At
23 || exploratory session. . e < . '
9 NG NN
o4 “For purposeS' of :ldentif:lcation 1 would 1fke to . e
B 325 o :[m.roduce ‘to each of you, so, that all of you are famiﬁar . ’ N
- ogif with them, the members of the State Lands Comi,ssion and ) L q\’ S
o7 also the memhers of the City Council, First of n11. sitting \ :5\ ¢
28}l on the stand ‘Here aith me the Cha{irman of the State Lands T
26 Commission and ‘the Director of Finance of the State of L .
30§ California, Mr. Hale Champ{on, And nated*ﬁ:? the end of the <\ .o 9
:51 couneil table ito my right; %the Controller of t:he Stuye of PR L , ) _
s 8. \ LT N o ‘ﬁ P R U
o ' Q f Tk ) ] Q N
S s v e LN E \ R
N I S
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° . =1} california, membet of tho State Landlgomission Mrs Alan
b 2 Cranston And_to the left,/ ..he Liéutenant Covernor .ci the ;
. o 3 State of Galifornia, member of the ‘State Lnnds Cor\mnissim,
-4k the lzlt%nut\ﬂc Glcnn Andcrson ! N e L
. - ; b Membera of the Citya(;)uncn xsentcd to my right and’
v % o 81 around the table, Mr, Raymond C. Kealex: of the 1st District,‘
( x] 7]l Mr. Bext.Bond MEl Fhe 2nd Distric., Me. Emmett vu_-llivan‘of,, \
T 8|l the 6th D;strict, Mr. ALllien 5. Grant of the 3rd District, o
\xj | e Ht._ Willix:m Graham,fuf, tbe 8th Dirstric_c,o Mr. “g’at" Corbett
;\% » 10} of the 9th:District. And I am;Jnms./éﬂ.;Hayens of tha 4th ~
’ 11} pistrice, pzesid"lg ‘today as the Vice:Mayor in the absence <\
12 Jloof _r‘xe Honorable Eduin Wade, the Mayor, who 1is visiting AT
’ 13|l the Haycn:s Canﬁe*ence in Jspan. g
5 D p 1% 1 woulw like to request’ each of you who speaﬁs_z\& ’

1b)l today, because t:here .arc many of you here 7:0 identify .

- ~ 16 yourself at the time that you, _speak, $o that the reportets

N 17§ are able to identify you ;n the record. Also 1 would liLe

' \’:‘1118 each of ycu to use the microphones in order to make it -
' 19§ possible for everyone in the room to hear , z
: 20 - 1 neglected to mention, and’Z think I qhauld .
\

e
o 21 introduce at thi:. time the Executive. Officer of the State ‘
. [I

& J,/ i 22 Lands Couln:l.ssion who undoubtedlv will be spnaking consider-

N :23 able today, Hr} Frank Hortig. ISR
260 ' Now at this time I would iike te incroduce
25 ab"!t.‘Chau_:p:!.on, to mak}e =hatever remarks ggﬁ would careito’ Yoo
20} make at this time. | - ‘ - \4 ’i\\q ~~:ﬁ~77_ el
27 Y. HR CHAMPION Thank you. We appreciate very much .
o ; -2 th&s opport\.nity to mee ‘and dist:uss thesezt@atters with /;7

20 you today, and as you said the Comission itself is not -
30F in any kind of a formal meeriﬁg, and the remarks we make »

o 31 wiil l\)\e as 1nd§.v1duan\ n tluq klnd o[ an explomtory
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‘ o * 1j scssi &, am! whcn/r’ipenk I 1—u.luded I do not necessartly {,
- R 2} speal Jfot the Comission, and -that will be true of the other . .
— 3 mﬁérs. We want to- enteri.!:o afree and full _discursion. - S
N - 4 A8 8 matter of . fact, //mcre may even bg still sﬂnme differences -
&l of opini&n on some various points. AThg ma%n thing is we :"/ o
N 6. :wunt to explove tfnem.‘ ® s R A w2’
) a 7 7 One tm;ng thgn 1 thinx 19/1gemane Eo the meeting, J -
T e ) 8| the Lands Commi;.sion met V{\T Los Angeies this amorning, and ’ R :
9‘.. on thé metion of Mr. Cransctogﬂue adopted the fol Pouing ) .
@ S s %O ’('resolu _% | O])/tj: . C»‘ E = /0 | x
9 q1 O A § move that the State Lands Commission . 7 S
= 12 ' hereby express &ts desi:g,; to gnter;,. intq ” \V/ P ) N
13 7 .a point b)hm%{n/‘{ie/vfof f:he Point§ aril. a =" ’ ) -
) ) 1'4 o _issue between the Commlssion// and the City - > ’ o
) 1B ‘ ,d Council oz Long Beach in regards Lo the - .-
) i . P proposals for developmentjbf the E.-wc\ C 0 2
: \ Long/ Beach~wﬂmington 70;11 £ield. . u:\i.s o . © )

. \\\fi oy "“xi_tife?*a :5gtation of the Lands Commission that = & %/"’ _
S A 19 this roview be comenc::u at (Rile :tpff 1evc1, ® o M
o 20 znd fhe Commission hereby autho : é’: ‘the EE:

’ 21 Commission's staff to meet wi*h the City I
22 N ‘Council staff forcthis purpose at:a. mu:ually "
23 (;\, convenient tige sub:ec;;ent to this aftem?un 5 S .
N © 24 ) Joint Commiss:lon-CounCiI Susstcn- [,vy o , ‘
R \in\ h \.,0’“"9 was unanimously\tapproved byq the: Céﬁrflssion. ) .
& b i “Tte purpose of that 1s to move us frofm ~h-a situation "you s, 4
B 27]f have a p::;posal and we have Aa propos“ "and to txy to get N B
’ i ’ "ol a raview on indd tdual iten-s to see whathgr sm.re can, M
o ) .. 20} some meétiﬁg of therminds. 1 know embers of the:Commi ssion ¢ o
¥60: “Eaoe tnin avcas think that, !on review, perlugs somg of thi? o
: 4(% :;51 things that 62 gve been put fm:tg l)y Lcng Beach 1n thn pmt s
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(Era correct. We probably would agree’z}th some itqu/on ’
%k think that there is

©

=

feﬁiew. There are others on whlch

a m[ddle ground between Lhe position of Long Beach and

" of the Lands Commission.' In fact, sometimes ir a c0up1e

=

of cases that I can think of,” I think thQ,middle gtound

i; more desireble than - either of oJﬁ positions just on 1
own, without ragard td its peing middle ground And it 1is
Just to dﬁscuss thus‘sorc of thing that we wnhtcd to. meet
vith you today, and appreciate this opportunity.‘ 1 would;
hope that this exploratory session could open the way, %\

in line uith :ﬁlg resolucion, to the City Counril having

. some sort of similar:aété\n, so that our staffs couId get

e}

" batk to work after e nave«broken the .ground hére this
aftetnoon, and ptoceed with this matter which is of such

grest 1mportance “bath to, you and to us Thank you verygn

much. - . B - vy

THE MAYOR: Thank “you vcry ngfh Mr. Champi”n .1 am

sur@ this will be the means of perhaps gett*ng over some of

tiie rough spots that hava been inherent in the, past.'

o

1 d like now at this time to calr:upon tne

¢hairman of our Harbor Inddstries and oil Commitiee to make.

a ptesentationgconce;ning the history of this matter, if
_ you wOuld, Mr. Kealer. ' D'V
@ MR. KEALER' - Thank you very much, Mr‘vMa;or.

 Mr. Chairman, members of the ‘Commtssion, guests “
and’ iiiends'
Q%xen place, merely to bring us up te date, and before 1.

/é;en attempt ¢0 read it 1 -- it is my belief and I think it

is that of my colleagues that when two agencles gef@fﬁ/g;

with the objective of gctting sometlifng dope, dArcas of

//j\p,rr-oni-‘n!: can atwnys be found.

Tt In my belieT that will

"

this in brief is a short summary of what hcs

an RS
=
o}
o
- o
, =
=
N
e
< I8
N

8y

5



T g ? " A -
g~ o g
=N ,; B ‘;\N//N\ N A
: e T //\\\C:vh\ )’Q #
. ° 7 Vo ‘ Ny
o 1}l nappen  after- this meetlng l\lso Ene Hayot called for an .
’ 2} adjoumed Ceeting in the event thm: the C«n&tll watited 0" | :
. 3jf act on the very thing you mentioned. We will be 1%1!
» 4|l “position to do so. And)wou\\f(.th yopermission 1 viil-
P b read thi.s statement: \7‘” |
G ' (Councilman Robert F. _pr entetﬁd at t\fl#. jalar, )
7 1t- "It seems apn;t;)ptlat/.; 8% this time, pai’h[cutadv S
0 og since th of our uine councflmon have takea
-y 9 office s{ﬁ-\ce luly flrst of this year, €6 give a
10 brief resume of .the circumtnnccs leading up )
’ 11 t6 today's subject. il - 7
_a 1}2 B For a consiuctabie timerast -8 number ‘\‘
. ) 13 T\ of years in Iact - it haq bel*;n believed that\
14 o oil -deposits ‘were pmsent in the area east.
“ 1b of Pire Avenue and lying mostly offshote s
. Mg T S:at\z 6£f1<;1a{\; were interested in ascertaining
17 2 whgﬁ the City, as the | j'ttustee o; the grar,tedv
18 7 Y ‘  offshore lapds, would take steps to bring =
R S L v ol ““\’\ ' about d/elopment of the area. However,
Y 20 'dith the terrible conSe/quences of subsidence N
. 21 ‘in the harbor disl;\tic;»stil} plaguing \‘{he Ci:tfy ,Y
v 22 1t was neceésary to aztain a full solution-
= 23 of that problem befom undertak;ng a new
o - 24 prgject‘wh{ch might have similar tragic '
T e s T res_}i}ts : Fdrthemtfre, a long.standing \
- o 26« ° In‘*ivacive Ordinaace banning 011 drilllng\tn
J 27 ; a larg)e part of the_City bad bccn mtended 1'1
. 28 1956 to prohibit dtilllng in the um.‘cvelopcd
20§ /\wffshore area without prLo: approval of the
30 voters. s ’ < oo T
fj 31y, Aanew City Ccil:ncll t{:ftm bcg:n {n July of _
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/ . 1960 and ufth*the>pzdspect good for a full ‘igéﬁ

= p[\'
soiution in the near futuisd of the subsidence

® prcblem, - the Clty Council acked that studies

= 7 o \‘} .
be undertaken to <determine what legal or

engineering considerations would have to be

taKen into account. 1In November of 1960 the
- B~

City Attorney's office gave the Council an

ahalésis of the legal aspects of the éity's o

responsibilities regarding. possible fé}ufe oil OT

" : 10 -production and regarding subsiuque And on
( v “11‘ : gctober 21, 19¢2, tﬁé Petroleuym and Suﬁsidence =
12 Icontrol Division of the-Long Beiich  Harbor
1? ' ﬁDepattm;%t Eublished an extensive report of
14 CT their. year-iong studles and set fortﬁxa
16: : development'plan for the undevelopcd townlot ahl
16 - -offshore areas of the Wil*tngton OLItF ”/a o
17 > After considerable further stuﬁ( by ‘the
18 Council's Oi{1 Committee and By thé é%ly Councilf
= 1?‘ v ‘there was prepared an ordinange implementingg
<§§% éi;?l the Initiativeﬁgieinance by nroviding a ptogtam
= o1 4 for the orderly developﬁgnt ftom four islands,
= ”éé of the oil reserves both™ oftsnotc and upland. A
23 special municipal election was called and Jon
- 24 Februaty 27, 1962, the messure\ﬁas cvetwhelmingly
25 ' approved by the voters. v
= ) ST
., 26 N € Immediately thezeafter, on March ? 1962,
‘» 27f the first of a gtent many meetings with State
¢ o8 J o£f1c4als was held in the Los Angelcs~o%fic;
. , ‘opl o of :he State Lands Division. There {t was
’ dﬂf& ) fu1f§~under§g90d that development of the aien~u ,
-~ 051 . would only be undertakK:n on.a unitiiedfpaais
ﬂ I TR : :
= . /
N - Q
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1y ¢ and the first eff%r‘tf to tc made was to reach-. LB
2 B N an agreement, on the &omution of a unit whict . y
> 3 . vouid bc satisfnctorg mst only :o the City and - ’
4 2 State bat also - .80 that tl-ey would be execufed -
6 the contracts had to satisfy the ownere ‘of the
°6 Q uplnnd propérty or . those to vhom they had N
{—“’7 - 2 1eased with six or 33;‘5:7 %companien holding ».
2 the vast mjortcy of tie up area -#:nghts. R
From May through Augw‘!uc of 1962 metlngs
10 ' ° were held to uork out the necenqu Unfit and - )
S b ¢ “Unit Operatlng Agzeeluents and thwupplemntaxy
‘a2 ] exﬁibua thereto. © )
13 . In-addition te the crea.lon of a general
g 3:_ Hnnagement Comlttec o:hers wers established to
16 ccvcr specific phases ‘of :he _problens lncluding
18 an Engineeting and’ Equuies Conmittee, a Legal
17§ i / Coomittae, an Accounttng Committee and a Tract
18 E . Exhibits Committee. During the ffogr%onths S o
104 veferred to in _au:ldt(:tcmc to the meetings o(‘f‘ the
20 - teéhnicql‘coinplﬂeesw;hem were fifteen meefings’ -
2% . =" rgf ‘the: Hanbge;;ent Committee, the: laar.-ﬁbelng on
22 ., August 299'. 1962. Full acceptance .of the contracts )
23 -which xezulted was arrived at and the Unit and
o 24 o - Unit Operating Agreements were printed and -
25f -  <publiched October 1, 1962, 7 LT
' 28] ° . 7 At all of such meetings. various State
27 oy offices were represented but 1!: was made clear
0267 ) - by ghe representntives that:‘ they wete present -
28 A9 auditors and not as vp-:tng participants.
Taoh . Meanubiln, siffican of the Clty Attorney
A And the C1Ey Mannginy lnn;!.cv.“‘gn\raﬁ|1t_‘r\:l rhie denfednn
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oiua fiéid contraétor agreement which unuldr .
be put out for competitJZ? bid. The first

draft uas'completed in CGtober’ of 1962 and Sy

BV

D)

disttibuted to the State Landu Division. the

Attotney ceneral and to some’ forty companies

" Utn the ofl tndustry fof the purpose of *'fv:/

soiiciting suggestiuns. for the rity hag 5

always kept in mind the necessity o£ ptoducing o

a documént which would attract a high number 2

Thetefote;ﬁsuggestinns

///)//}f qualified bidders
’ ceceived from the industry vere ueighed carefully

@

[\

in tbe ptoduction of the Etnal: draft of tgé
Fleld Cnntrnctor Agteement uhich in February
of 1963 was submitted to the Stute Lands
Commission fot app“ovul und first ccnsidered by
the Comnission at a lnngthy hearing on Februaty
28. Martiy suggcstions of the SZate Jands
Division and of the Attorney General | _ 2
included uithin the finef{ draft and in certain o

side ng:eements‘ttﬁuestghlby/thg Attorney

General and approved by the City Council,

v ?iﬁcussion on the ngposal was taken up im ;;é%
at the Ccmmission meeting one month later. :
Then, at the tecommendat*on of the Commissidn,;;n , 255
on April 15 and April 22, full days were devoted,
‘to a public review of the documents = the Field =

Coatractor Agreement, Unlt Agreement, Unit

3

. G

Operating Agreement the éghlbltl theteto the
State Ltnds Division, tha office of the Attotney
Generai and. :epteaen%ltivei of the City

purticipnted in the explanation of éhe documents
_ O [\
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to the oil 1ndustty and* othet 1nterelEed
parties. Fu:i‘.her meet{ngs ag//{he State Lands
Comnission Zbok place or Aptil 25 and Hay 23.

" In the meaatime, the Sttﬁzg Legisiature

‘was in ges§ion from January 7, 1963, and a

Py

¥

~

<

- Research Cmitteg\\wau appointed uiﬁ_\th:Sen\,u;ot '

G

o

spe“w.‘icl‘comittee of five Se’na’to’tﬁ was
patticipa:e in the henttng conducted by ,;he °

State Lands’ Comi}ssion on Febtuary 28, -On

a tesolutlon (SR 100) which requeated the l.unds

Comiasinn to wi thhold its deteminattons v:th

I =

t\!!{)ect ta all ¢f the docunents teluting to
the ptoposed 611 deveiopm.nt program snd asked

that the Genei'ﬂ Research Comittee of the Senate

4

appointed by the Senate Rules Gomlttee to

March 21 four ¢t - the tomittee members submi tted

ER

v
o2

be directcd ‘to make an appraisat of the, ptoposd ‘(/

and, .to report, at ghe cutrrent session’of the
Legtslacuu, T ;‘ L |
‘The resolutlon \uu ndapted by the Senate,

a speeinl suhcomittee .of the Senate Ceneral

D

Virgil 0'Sullivan as chairman, the subcommittce

employed three Hashington lawyers 1néiudri|ifg °
oéégf L. Chapman to study and retp‘d‘tt to the
g(?f!”’l‘lny 18,

subcommittee. the repart was Eiled

Q)gr{i’i it was reviewed at a public hearing in

Sacrsmento. on June 3, 1963 On June 10 the

=

subcamitt[/ telened a progress teportf I?/j o
\\/\\gw{\m adjwmed on Jurie- 21,

The State /_L/{ndu Commission at m rggulat '

: )
meeting of June 27, 19@3 directed the l.ands
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Division to r:;fsft 1n conjunction uu:h the
o Clity, the contractusl :!ocuments vith four ., o
principal cﬁanges as fnllovs* ‘
In ‘tracf. No, 1 (the offshore area
. ¥ oo bet.m:en Pine Avenue and th: fomer B
Almitos Belch State Park} to be
offeud in fxve undivlded 1nteresu
of 4%, 25%, 15%;. 10% and 5%, with -
.~ the successful bldd;‘ for thie 45%
T - interest to Be the Fleld Contractor,
; and with cash bohuses on @xl five

o _ interests, e e
: /k . & ree-rvatim of the r:igm: by ~ '
@ B \ . City and State. to tuke 12- c1/27. of ’ o
. produceton dg kind. 0,
i 111 An option ¢, the CLCy and State 4

to take an additional 12-1/27% of
> ptodudlton ‘An kind,
v Establiahmen& of a mlnimum

B guasnnt:::! peur,gng proﬂt to tic

e percentage return of ehe gross vattxe
———&{’//—\\{? ’ °

c/\-ﬂ‘ﬂ

o
o s Consideration of the !orng,ctﬂa gropoged -

' of production,

changes wad undertgknn by the C Ry and, a: @
24, the
city Cuncil rejected '.:sxea of the- ptoposals

Fremm T ~qts ‘regular meeting on Seﬁfembe:

the right to uke 12-1/2% of p:oduction fn kind.
The uicy Councu tht,'n ummlnousl)r sdopted

resolution, later transmittea.’to ctge uands

R o
o
i~

P ciey and Sntn iy 4peci£tcat10n of a : - o°

md approved the Bccond for a teservuion q}/ -

o

&

5

P
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Commission;- reatfiming its aﬁpmvé of the .

Pield Contractor Agrecmei-‘i:‘in“the form as N

/

- " -origindlly submitted vith the ore mdlﬂcntion .

just teferred to. , L
A suggescton uss then madc that the cuy
“ (Councu; and ‘the ~S:-;:3,\g\s Cmiuion meqt together
< to ascertain 1f a mutually satisfactory .
conclusion could be arrived ;t.. ‘Hay I close
: this sumaty by strcsslng uhcse thoughm
Ftnt\/-- every _day that passes wﬁ.thout undet- oo
_ taking the devalopment of the field seans a
delny ir the mceipe of ﬂ.ta},ly nceded tcvcnuen‘
Second -- thc Unit Agrcnment ‘wili have no forcu
. or effect, wlchout an lgrcement: for excenlion. .
1f 1¢ is not effectuated by Jnnuaty 1, 1964,
Third -- nh indications are :o the cffecc thnt
. this fa a ptopitlouu timc for letting the _Arca
for bid, a situation which might not prevail tn
° the fubure. rourth ~- the dscuments submittcd
for apptoval - the Unlt Agrecmcni:s pn.parad
by- the representntivea of the workj.ng intetests
, and t‘ae ﬂcld contract prcparcd by the City with
the.atd of the Lands Division -and the Attnrncy >
benetal - have been pzeparcé by dlegul cnginneting |
and other experts in the oll development [icld °
bued on local experier-ce where problems umilat

‘eficountered and appmprlntcly hnndled Ft(th ..,

tc those which. mug t be raccd havc alrcndy been R

e

the public interest in the developuenc o£ the

il resources hns been kept uppemost in prepnrﬁng
" the docqmenta which the City beteves will grov@‘*z .
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. of recommended chan;ea,' that you read’the, one :fnirs‘t, and .

“then see if there ave items to be discassﬁd and then go

= B ‘«‘%\ 2 =0 -
S (5 = wes )
o L - /
s 7 3 o QQOC = ’ o
o o a
b O‘ N p =y o
= even more beneficial ftom the public- stand‘point SR

o v o
than the agreements which in the past have
" drewn: praise as“ “the ﬂnest 1n the history of

. the oil Lndustry o ; K ‘ ) . N
" We have ptepared 4nd wul giggﬂbuu at " .
R this d"'e Pﬂses setting’ forth the contract s - 0,
‘~ 2 proposals and ‘the Commission's recomndations N .
p 1n rcspect to t‘w four facets of the. documents L “D -

discussed by thc Comission at 1ts June* meetlng.
: It may be noted in passing thgt as tc) the four
recomendatims for change the fina)‘\draft of> <
- Februaxry 25, 1963, did not vary in;these .zeii g/::?ﬁ ‘
from the draft of October 1962 "e. o =
"l'hat cloaes myostatement.

Chaiman should I rcad this

g\nd Mr. Mayor, and B
1 have been asked to read
these, the contract proposals

) mlDEsmv

are four and they are separated in_four different Tiropdsais
E E - @ R N R

S

Mr. Kealer, 1 would-suggest that since therc

" to the lecond one, rather than --

MR. KEALER I believe it will be found that on each

of these pages that ench page contains one of the propo;;;l-

and then there is room £or potcs, if any wlsh to be taken

o a A 5, 4

The contra't proposes:

Tract No /L,t/\be of’fered in one undivided- 100" °
J ‘q
St tuccessful bidd-r to be detetmlned

Qe

o interes
& by aacertaining tha,highest net profit to be -
uhared by the Citmed State. vwith a provlaion

- for 51 million dollars £o be advanced by the -

4

contractor to the City' gnd State over the. first

. T . L %\:
' - 14. , N

i

)
ir

i

Ee)
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. si&eration oc a ﬁixed petcentage “of the net S s
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three yea"i-s of. opetagion:‘suc?a pay/menta to‘fb’é :Q 7

el
B2

s tteated ‘as advance production payments
The Commission racomnends ’

| Ttnct N&
in the proportions of bS%, 25%, 15%, 10%, and
5%. The: succeasful bidder fof’the 457 )
intetest to be dcgigpated as the FieYd Contractor
to assume all obligﬂt oﬂs of dcveloplng and

J ‘ptoducing the,field and to be theisole 2 R
‘bencficiary of the "Admtwistrative Ovorhei%¢;<

Aliowance" (cutrently proposed.ét 3%). The

ub'f)
452 Anterest to he offeted for the consideration'
oo

‘3o£ a fixed cash bonus 1in the amount of

$20; 000, 0eo; with the bide able elcmcnt to be the

“1 to be offéred 1n undlvided inte:gsta

PO percentgje of the net operating,profits‘offered o

The remnining un;%vidcd 1nterests (25%, -SZ.
o =y
lOZ.‘hnd 57) to be offered for the con-

#

ptofit cquul to thewnet\profit bld on the 457
<

e
interes: plus onyment of a. cush bonus gs ‘the
biddable element (Each undivided interest

holdet to assume hia pro tuta share of the
Q o

develppment and prodgction costs, detgrmined

by the’ ‘undivided interest pettentage hel&«)

That is left for{}gtes ,,If it is the will of

i your honorable body, gentlemen. T can rpad thc others

or 1 can stop any time you ask me. I A%

o
©

On page tuo in item’ Il\theoconttact—proposes ¥

do you wish to comment on the other one’

" MR.CHAMPION: Well, I

a .
. Q2
I have a comment on it, {f you

want to do it now. s o - e
" \b - -

4

0

)
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. 1 THE MAYOR: I would think it:might be more orderly il we S
a . " i . - - R o - X
= 2 | have our observations on each portion of the cortract as we go e :
3 ! along. . i =7 , ) o
: B ) e ’ k"/ﬂ = V
@‘ 4 < MR. CHAMPION: As a basia_fordlscussion on the differences
) ® ) 5 ‘;‘\}\ \”.
5 ) here, 1 have a couple oﬁ suggestions, ard these aren't rcixed e ¥
/‘ = B £
= OB ““but I think they offer some principles of meeting the d\ ‘fer-
. Qd/j 7 jl.,ences here. Onehis that | think a bctter way to approach the.
8 i problem of the ini.:ial pavment is in this form'P To make a \‘ptal .
9 advance production payment as . or}lginany sugge (t?ed ‘by you. of\tﬁ(é I
) 16 || $51 otllion dollars o be paid at the‘time the contzacts arc - o
’ 11 || awarded, the conttactors to recover their share of the advance o
- s v‘”“"/‘—/”f?' production paymenf w\:.thout 1nterest aut of the ﬁ.rst nct profitr. / = \ C/
N =13 ,‘ Now 1 think this meets the tax péoblem, and perhaps will brina \ C‘ R
) >> Y ‘{U}’ us a-greater economic benefit' this in J.ieu of the ocnus
} i “1s - arrangement. In other uords we would go to an- advarnce
S5 roya].ty and retirn scwe,, fronrthat That's one ger«eral " ‘Q °
< 17 || prs nc:l.pxe. " of course, therc are a number o£ details 11} connec~ ~ :
Y - & ) i o
o % 15 | tion with that.'= . 2o BAEE I
19 ' Another suggeation 1'd 1ike to mak. and that is =
. 20 that these percenteges in the undlv:l.ded 1nterest I fcelvy ¥ .
0 21 strongly that there shouid be undivided :I.ntezest for a number
3 - S P
22 | -of reasona, but I -- 1 do have> reservations about havtng niﬁiﬁ "
. s B .
= 23 :f one with a majority control. /\”’:\ - :
. 28 E . Let me aayﬁthia. 1. don t think there 1is an‘y/problem ' =
L Q{g}g © 25 at all, as 1 unuerstand it, among us‘on the unit agreements. .
p N
> . =28 t‘\ink that there \are also s-hstant:lal advantages, both 5 )
27 economic advantagea and operating advantageq, to having the. / % : ¢
) . 2@ winner of the mai:«.r undivided interest Have tore than 507.. T : :“ :
: | .29 1 was going to augng. g ) : s /
i 30 1 em Plao concexl ed that perhaps a\breakdown at the . S e
. 5 - . S ' - c "
= = \?\/\\\\ . =z
| - o \ ‘ ~ -
o } N 1~
i = : , a-
<N ‘ - 16.
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other end, someuhe*e where we had hereto‘ote\listed 5%

4

" and I don't know exactly where this 5%°might come frem,

<but
-ought to be brokeﬁ ong Sl‘segment or 5% from ome of the\\

w0

other segments, oeght to be broken- 1nto smaller portions:

T%}s goes into- some other problems but 1 think prebably’
. this wolld permit some refiners to benefit from

Ve
- would rot benef{t from the 12-1/2% pfé;ision fo

in kind

These are in¢this genetal area, these exe.the two suggestions °
Idlﬁemmnwmmmnw
Committee m1ght 1ike to.

., THE MAYOR:
Y
MR. “SULLIVAN:

aré lay people, at-d we are dependent ptetty muc:‘a on

This would givé them an 0pP°I£u tfﬁté patticipétc

xﬂ;s,vho

Lftéking

Perhaps othet members of the
e (,A 0

Mr. Sﬁxlivsn

" Mr. Hayor, Mr. Champion, ue gouncllmee;

5 aa some

on

/
.of you gentlemen are/technicians ‘experts -in oi’\ﬁroduction.

We have been told convinced Mr. Chairman, that our

submitting of the proposition.of one uﬂit ?ur 1007, f

to the Stqte of - Califgrn§atund the City~of Long Beach,

'interest will bxing the greatest numbe ¥ oE dollars’return

We

feel thetEwe have submitted ‘to you, and.the way of procedurc

is.. 13 the best form of development'undéf good. ofl fleld

ptwrtices to develop the flelds as econcmically as possible.“

_and also to proteet ‘the Clty against subsidence

bglieéb that ve would have to be convincea and 1 am open

fbr eonviction,

Bt 1" W

have to go with cnt techdlcians just 11ke

-yoii gentlemen do, 1 don't have the~priv11ege in my

tesponsibility to 'say, "Hell let's let a lot, of people in

:th()&Ct

I think our_responsibility is toltry to get the

most numbetﬁof dollars t6 tbe people of the State and the =

City ‘of Long Beach

Now, 1 ani open\for ;;ﬁ

g

Hé'ateopattners.‘

conviction,’ if somebody can show me that theynhnve a bettet

> 2

LN

s

#
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o - i é .///f? - : kT o v ot
3 ) J« b =5 ca, (\ 1)1’ ¢ =] ) B é
f ’ Cx) of o F - e RN B0 : o
P o 1 form of. contract than what we havég submitted t§ you PR .
= =] e £ o N 7 ‘Q
. o e Fe 2) gantlemn for your- considerution, 1 am the ﬂgst one te aay. ; \\Oa
) . s o 8 I uln suppott it. But I don't believe that f%, a8 @ Q-
4 W o - o w
ff G e 4 Councblmaq in my tespo':al.billty can, suppobrt a type of pro- =
’ 5° '* cedure that will leuen the dollnr return. ) § thinkat.hat ht ™
o . thut's the responsthility of public funds, pnd I know you as. . .0
£ - = ®
2 7 the Chatrman of the Ladlds mmiuion have !:L\‘ live with 1: .
EO o <
8 every day, and it is a great. prohlen,e’and 1 th{n& that, is 2. IR
:: . " o | whérdlwe have this croubleaome problen. ‘is that we fm,l .thig oos N
e = %}9 X uiv/ bring the// most dol.lar £atuen, Now 1f there is a !otmula ’ \ o 4
. 1 that wul accomp\\ish ‘s better return tokthe “people - of the e e
, 12:V State under l:hesa clrcumstances of good oll fleld practlcee, °
o & 12 1 _.am for lt..» e ? : &3 -
» 14 » i HR. CHAHPION‘ Well. I'd Just uka tn comrent brleﬁy on_ es Ty )
@ - *1s that. I don't thi.nk we are far on the flcts, cat - leas: ii“ I '
]
18 { csee them, 1 think there _may be a chancc thnt a hundred per .
2 17 cent théing uould tcturn the greatesi degrec. As far as’ the o
18 Lands Collni.snion is concetned or -~ l am_again apeaking for ’
- 19 " myseXf -- I k.hlnk that ts a qwbtionnble ttem. ul think them g
= 20 | 1a a Yot of specuhtion "8 to ghich vay that migat go. ’ D " )
e : 21§ - ' But, as’ I ‘think weé made cleaf ln the _other P )
= ‘ S 22 dhcuauon we- hlve had we feel that thete ls an element of - ;; as
& = “ =0 ¢ A
o 250’ pubue policy in terms of control ‘3£ all of this oil, md . et
. T
24 that there must-be some p:oviston :o make sure thu: this is oy
°. 28 " not: a aonopoly sit\utton, even if a monopoly sw‘uation uould o T
i . % 28 produce the greatelt economic” ratu:n. - L (
SNCRES L A S 1: would be nice 1€ you could operate sowﬂmnt Lo e
. “ 28 totnny 1ike -a buaineu, qnd the dolllr dquded cverything. -~
S “ 20 { nmlé ways it would make it a lot unpte:. But e have ) e
‘ o ‘ 36 | a good. nny other constdenttom in public pqlicy here,. md o 0
. . i parttculgrly in"the p1X mrket, and ulthout going 1nto o m L oiw
5 ? ‘ ) 3| \.T “\ o V " ""l U - . ’ o “ °
o s : .. : 1) K 2 %O P D: ~
5—1;\ i ] = = 2 - -0 - v N . % X ’.
. ; . B & % ' /F 5 .
By . = Ges = & ; [
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1 out fn one way of' other.

a

Q

\
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J

specific percentages, 1 think thet the CQmmisslo\ on Pttn-
ciple all, all believe sttongly in the undtvlded interest
theory! to one deg:ee or another. o ) ,
u THE MAYOR: Mr. Crenecon. 0 “ ai ' ' o
MR. CRANSTON:

, Let me aay’first, that 1 fecl thut
the sort o£ discussion we are having right now is primnrily

Yes.,
designed to lay the’ 3roundwork. 1 would thlnL, fot further
explorntton by the stafi., We enﬁynow just explore where

"there is room for further consideraticn, and 1 3 think meke;le ;'

‘,plaln that as mary of us as posslble are. not flrmly
| eommtete§ to rigid posit tona‘that cen t perhaps be ltoned
1 think we uill flnd some position e

between, and that perhapa cannot be ehnnged. &

Commenting upon what Hale laid, I do. Gelleve thas %
an alternate 3;;hod such as the one that he proposes. 80 flt

as the lnitial cash is coneerned, ts the middle ground be-

‘rtween whet we would ptoﬁose, after you made a dlffetent pro-

the ptelenc time, it seems to mé that whnt he suggested i8 <.
probnbly -->and ‘of course it ahouid be scceptable both to the

2

- gn £he matter of the undivlded 1nterest vetsus a

1002 nhare, 1 don 't thivk that 1t is poaaible to :eally dcelde

uhleh uay is gotng to p:oduee more-moriey. ¥You can build s

i plauslble case for somebody paying more fff"oozﬂthae/ne wlll

v

pay for less, because he wants £u11 control. On the othe; oo
hand 1 chtnk you -can make . an equnlly ‘plaisible case th e you
Q\gn get Sedghtened bidding, hefghtened pertig}pntton, nnqxg (#
henee more money by having some undivided interest,

" 1 do believe with Hale that a matter of

princtple 1s involved here, ‘and that we should not

i} . . & >

g -

_ . &y . e

- . : v

posal, and without conmlttlng myself to suppor:ins that at 9

ir

'State and the\ctty -= 1 recommend that we “look into 1t. a
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fthink thas they should explore wﬁat makes “the moltz%ehie;
1e¢

o THE MAYOR:

the Connloaton.

. 8 problenm, having a problem on that.

; 1f you had 1C0%, would pay, idore foraehts—hunéted per: cent,

" result in more money than if we have the 100% offeting, .

2 .
N /\
w ! .
o {
Q
&
e
o

ensily depart Etom the’ ideggof breaking the Eield up in some

BLt 1 am not fltmly =

Q

faahion in term° of undlvided 1ncerest.

O

.Qmmitted to any great rigid fbrmula.,asz, 25%? etc%tega. .g
1.do concur ‘with Hale that we should have some smajler anits;5
such as the cwo-two-one, very smail collection of three units.
and T amwwilling to consider; what 1;¥Liser than 451? i -
wouldn' t he 1nclined 1 think, to go highet thnn “say, 51%.

but again 1 am not ttying to be
GOVFRNOR ANDERSON Me. Chaitmun? ¢

rigld there,

Are there any other observatlons on this

first, potnt? Covetnor Andetson.

COuld you use that mictophone, coveruor. plense?
: GOVERNOR ANDERSON: “oh yes. First, I'd 1like to say
that 1 think Hale pretty well gave the general feeling of
Ar,: - .
advance Epynlty without 1ntetest ls‘gne that91 hope that we 7.

on unit agreement, on‘\ = uple egreement approach.
can all agree on, and the bt%ak‘up of the five ber cent- inthd
the smaller amdunta. again I can t see qny reason for havlng

The speculaclon

thatg as Mr. Ctanston pointed out, that che bigger bidder. o -

or this monopox;, or control, or whatever you call it, Z/Li

is something that is highly speculative. and 1f it were
true, 1 would feel that there would be inherent danger 1n
what :hevzuould be pnying for. which vould be one of the .

thingn that would concern me. Frankly. I huve felt that .

Q

open eonpetitlve biddlng, letting more people tn, uoul@

o

which uould.be 80 big that it wouldrrlininete -oﬁt og the

o~ a

&

>}

w O
K
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i éven e"ritirely convi;\cgg, ‘but this is the sense 1 £e;l at

" have been. Has there been monopoly, has there not, covemo\r"

D S Q=TT T et

= ;p——/ heoLe R

,_'p'rospec‘:ivq bidders in California, -and this is one thing

| 1.do mot want to see, hnd 1 would rather see it broken up

r

as it was originallywsuggested sa that we could have more
free competicive open bidding in Califomla. And 1 thi.nk
~ that even 1if it brouggt in_ less money, which I am not
willing to accept at thia time, becnuse 1 think this as
Mr. (‘ranston pointed out. you can raise an argument both
ways on this, but chat even if it did bring-in less money, -
. the Tact that @ )
the interests, the pubL!.c poucy, L. balifomia. the City 0
jof Long leach vould be eltabush{ng a polfcy against mon- .
opoly. contml,. 1 think that in 1tae1f—has some value. _
and :thgt 1s in a sense, in & nutshell, how I feel. Y “ain not

- the ptesent time 2 e

7

_THE MAYOR: e, Crow? L S R

) SMR. CROW: 1 have a question. When the tem “"monopoly"

come“"s u Govemor, on what .basis uould you.or could “you,or
A have yoien advised that_such a situation exists” Is it
not 20 that the City of Long Beach and<"he State of

»Callfomia have .surveyed this- question quite thorough 2

through their legal cha\‘nela, and perheps ﬁhere is some htng o

that you could add to 1t by telling us of what the fi;:ézr:gs

— A~
A direcr question to you, that you have been advised by the

Attorney ceneral's office chat such a situation does exis\/
GOVERNOR AHI!:‘.RSO‘N' 1 used the word that a. 100% offeting,

D

‘a 106% -control or monopoly, or whatever you call it -- maybe
we am talking 7ibout. aemn:ics he;ae.‘ Hhen .1 see a flcld the:
. 8ize ob this /ing ir one hand to me this tends toﬁvard o9

mo’nopo‘ly. ; is a large portion of the producttnn of

3 ;,E)

o Cnlifomiah and this. is the one thing that I am concemed ’

B
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: violation DL any s tatutes.

with’

* office that such a situation exists?

) brand ngw

a tendency toward monopoly in California

“There is a lot of oi‘ hexe

wifﬁ antittuat,aituations.

I don't want to see any sizeable unit that cpuldfav

influence the production of 611 %n California, could-

P

influence the cost or any*hing else

MR, CROH & nppteciate that ansucr, but my question

vns, have you ever been advised by the Attornoy Genefal s

" Such a-what? . O~ ,
under - = - s
A monopoly l these conditions

- GOVERNOR ANDERSON:
" MR. CROW:
( GOVERNOR ANDERSON We .are. talking about aomething
_We are talking about a bigger field\than any_

Thts field 1n itself

== -

of us have ever been involved with

can he a condition thnt never existed and can: develop into

<

MR, ‘CROH " But then I Hould)gathet that in either .

event ftom 'a research standpolnt there has bcen no criticism

¢ o N

1 of one over the other aa far aa the legality, or that a

o -

: monopollstic situation does exlstrlnftbc“61ty s prefetence

on this item I?' o L 3 q

© . .

COVERNOR ANDERSON: a
we made: 18 one that would protect against any monopoltsticr

condition that could develop We are talking about a‘field

. that uill be ZSZ”or upwurds of the total in the State, - o

ES

& P . « e

THE HAYOR* Mr. Champion? 5 e X
HR CHAHPION‘*

o
!

course discussed this vith attornqys in tha Landa tonnﬂssibn

Ee have not raiqultb{§'as a legal question.,tbgt is, a

W) Ha ralsgdcit as-a matter of

. no =

‘ public policy\::ther than legagity B | don t/tbink but that

w~"

there is any questionothat we. have adequatelgau to’dgal

0 - v hal it
5 . c 2 5 a

i)

lcﬁould aayAtBat the:teso;umndation‘:

1'd like to. comment that ue\have of .

HoHGVJr, “this dlscuuaion hal‘been

ER

.. .

C o,




.

0

o G

~1

- 10
S 11

12
13

14

18

216

17
Jas

18
19

o

22

23 |

28
25

28 |
27
28 .

30

O X R S

i legal sense 1 belteve that me:nbe:s of the Laﬁds Co;mission

i\’

“Cof my:ex;;eﬁtience in t‘te 1ndustry ‘your

5
R
f
W
By o
fa)
M

[}
8
{
©
o
4

o ’®
;

in tems of publlc policy 1“ the Attomey Ger’ ra

6oy

4 and these discusstons hasgp felt that tMs vas a aerious -

‘ur P

question of public policy, ‘but not of legnlfty, lllegnltry
MR. CROW:> Hr. Champfon, we huve also done the samc.\\

thing on our level, and we have been aduiaed “that nuch a

situation does not exist thnt ic uould not be a mogopel- -

1st1c type of contmct Thac s where 1 lielieve that we may
be alloved to ask as to uho may bﬁight and who may be ﬂtong
. THE HAYOR Hell, I thi.nk er Crow; and gentlemen,

-1\} think the prolnem 1s one of the use of uords. “l think " ib
4evetyone 1s agreed thab it is a public policy ‘matter that

we are talki ing abeut rathet tha-. a monopoly in the ﬁtl:ue

»

have indicated today that they are not talld.ng aboul. mnop@.y

in the true legal sense, but rathet: as a public policy mattet‘ .

- Am 1 correct Mr. Champior? You ‘have not feceived an

opinion from your: ‘Attorney Gnneral's ofﬂce or“fmm the

nembets of your unds Comniasion that the proposed contnct =

which we: have submitted ¢o. you iscin eny sense vio ative

of sny of the antitrust laws? 3

PR S
“ MR. CHAMPION: No, we have not, and I don't think thate

5

. we have ever raiaed the question, the question that it might :

be;Q i ' . ‘ ‘ (\' - ﬁ= ) = B
. ) O o
 MR. CRANS'I‘ON * 1 think \e are. rnally talking about. two .°

neparate things, and you, o auspect that you have not .been
: there is or there 4s not
edvised by youu ntnff that/!. a public policy, . You

‘ have askeda;vour suff dl.fferent questions than we have uked

. “ L = 0 0z
our staff > {{J ST e o )
"% THE MAYOR: That 1; cornct cel o e e e \7
- o ; . -6 (/
m. KEALER: 1 "‘isht 3““ ""'—"’ °he 9"5&“!33)5' In all %

e T ,/,:, L

d never know whefe the

o

@

a

2

50

=
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‘«{ S ! {H A j 9 - g »: - ? 0
£ B top dollar is. " You just do ?’ /t you" think is rthe bes\!/
‘ 2 der:l and get the bnstw deal fyou can, and gmxthe top dollar
< ” “Ltem Il(is the tontract pro;)oses\ R X
) - - - "The contractor 1s obllgatcd to take and _trxcc:ount‘ Lo e »: °
fot 100% of the productfon. Vn ;,1 et &" s
- ‘\The Ccmission tecomends A | . )
7 A :esetvation of the right to clect to take
& D;{ @ ¥ 8 12 1/27. of production {n kind,: 1n £avor c£ the ’ °
o o \ . ecuy and State, ‘ag to all of Tract ‘No L1 This <.
C[‘:ZA 10 - 4reservatian cuuld constitute the supply £o-r e | “D
: 11 . "sell-off" to small tefinetlel as crude suppues e : o0
) 12° o : might be_ required in fact. R S T \C X
‘ 13; 'l'his tecomeqded change appmved by the gity o R
o - 'li.h ) Council on September 24, 1963 " . ; 9o e
f 15 <7 MR CRGH May 1 ask Y question, Mr' l(eeler" ' E S
' 16| - THE HA‘IOR' Mc. Crow. e
17 MR. CROH-~ Ht l(ealer.ﬁwas (3 not t..e flnﬁent of the = - o2
" ) ;18 ' 1ty Council on September 24 uhen they agreed on teservation )
10 of the right to; elect to take 12 1/2% of production in kind, :
20 | so‘as to satisfy the smaller reflneries, was that :he ‘ : : e T
: 2 C‘! 1m:e1\')t af far as the"l..ouncil F cf the City of Long Beach?. g R
- ¢ 2 HR I(BALER ?Yes _ - —_ . O. | o :
’ 23 [° W CROW: It was. R | 4
24 | MR. KEAIER: Yes. . . . e e o
- ° 25 | THE m-yoa: Any other comments? Mr. Sunt(mn[ ey ; '
- HR Sk’*LIVAN- Hr Crow, 1 am under the 1mp:ession that =
PO S = .
27 there ﬂas -an informal. suggestlon ‘by. a reptesentatlve =3 /) -
/ 28 rhe Department of Justlce thar 1£ thi.s did take place thet ‘ ]
o 29 then would eliminate any possibtlity af monopoly or. ﬁ‘eeze-o: R l : e X
“ & 7 33 out on :he smaller refi.nezies ._..ﬁjd I thinlt\that that wis one : ’ o
’ 3% ! of the strong arguments for me to vote for it.. - . ;)9 ° - .
- e . ) . o - R - g o
‘ B LR T s 2&.; 3 ' - ! k




“THE MAYGR:
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Item numbe r III Mr: l(euler,,:—
P 0

4

D)
e

¢

fa?

9

Ry

AN

@

selling to eithcrccam\nnies Hhich had not recei.ved an
1nterest in the East™ H_ilpingtom Fleld or companies of a

certain size, or some other preferential treatment

"RQ !EMER' Ttem nuwber III the contnct qunposes-
253

e contractor ls obligated to take " and account

Is thete &anything further on this item?

©

c

©

2

L8

S

1 ‘MR, CROW: (éight, ) o
2 THE HMIOR i‘-ntcuse me - Hr Champion, go ahead
.3 MR. QCHAHPION Hell 1 think Hr. Siem:y was probaiily
4 -- would uke to raise thé same goint thae 1 ha\\d%n mind.
« 5 MY, Sieroty is Lieutenant Governor Andéi:son s essistant
8 MR.. SII-:RDTY 'les. airx,
o 7.0 - g"‘fVOR = Would you push in thn stdo of yo.lr micru-
= B phone, pleﬂs\e“' T R —
‘ 0 ! MR. SIEROTY: 1 was going to raise this poir-ty. however, -
9)10' tha& ty/nzier presen: State law this 12 1/2% "sell-off" uould i
s , 11 not, could not be uscd to sell solely to small 1e£lnexs or
‘ B 12 i emall business 'I‘“-e Eaaeral Justice -L’ooai:_mnr(;’ q‘hbpe
13 | that Califcenia could somehow uss\this 12-1/2% to sell to .
14 Y| people in ‘their category of small business.. ;'l‘hey have "
c 15 certain requtrenents as to’ nunber of enployees. and refining
. 6:——& 1‘5 capacity, but our State law at th\ present time would requ:lre }
17 the City and the State to sell to the higl\est bldder-: So F S
. 1*’3; this cp'masem: 12-1/2% VaeTi-off" reservation ve cannot
fo - say Hould ‘parisfy either the: Jnsr"!e Depattment entirely, — .
ﬁ 20 or “uer cannot say that it would s %5 ¢ma11 business 4
2L . entirely, becsuse it vill'be open to every responsible bidder
22 |I° to purchase ofl. I uould ‘Thope, houevért}\ that perhupq the
23 State Lands Cm:lission ‘might suggest 199L!=Inﬂnn uhtchCuouldu
0 24 allow the City and the State t{};x,make some pmvisions for
25 |
- 28.
27,/ "
28/

2}

Gy
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‘ _ _ Evi 7 . ‘e - |
f ‘ s , ) ° :
1 ‘for 100% of the production—- =" - ' : ? -~
. 2 The Commission recommends: | T . S >
’ : 23 - An option to the City and St;'te ‘to elect too’
\ 4 ) 'O take up to an addltional 12>-'1J/2\20£ the zn;&uction e
° 5 _ in kind from a11 of Tract No‘« at thg e ==
8 _ A, appmimate time when the deveIprment haa o o) . 0:;
- 7 ' reached peak production Electlon of this": - -::TL;;
= ¢ §8 option would be depcndent upon ‘the- busic public -
, 9 ‘interest tequitements as detemined by the Ci.ty
*“3/ . iO ~ Y ., and State, pa‘}:ticularly in tonsideration of the-- v
" 11 CE distribuuon of the undividcd lnte{?uts, vhlch e ;
12 ' _ were offered sepa:al:ely for bid." > -
13 'l'l@ MAYOR: Mt. Chaspion? _ S ,j - .
. 14 MR. CHAMPION:  For myself, T think that 1€ ther, 1€ ..
,& 18 | certain other prr‘ecautions are tcken, ‘that thisw;ould not ’ ‘
= 1&\ . be necessary, and that then ythis suggestlon m{ght very well | - x
- 17 § bve withdrawn. Again it is an effort to ptotect the small .
- ;18; ’ companies, the non-integuted company, and patticulatly
; 19 | 1f we are able t& divide, have these smalk interests, this - - ’
= < < 20 additional 12- 1/21 1 think*would be unreasonable and would
| ! "{ 'hutt econonicauy the kind of net. percentage we would be ~ .
22 - \offeted by a bid&er and therefore we -ight vety well ©~ . = =
?3 I eliminate that- requeat in the contmct 1£ the ‘her pto-: \ e S _
274 ' visions take care of th:is: jtem.. ° . B ‘
%g L \\ THE HA‘io”R-- Mr. Anden’onaun@he same. Hr Cranston"
— 27 i MR, CMNS'I'ON Ic would cepend upon the undivided LT, E
5 T : 28 interést, but if thnt\ can be. vorkedgout satisfnctcxlly -~ St
L - =T e lmt sn:ao‘nr Mr. Mayor? : ‘ ° e s
' | : o 7 30 . 'l'llE AYOR: Hrn ..leroty., Ce e ; . & ,:g"‘ » ;'o’jf :
° - R Y sxsm‘n Hisht I say thac the additionalﬂ 5% vhich T R
) - = 0
L - - N i :2 ] 26 p L q \

P
BASPN:

Lo
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- S0 . 1 Ht Champion mencioned“eanfler, which would be broké'l up ° N ,
SE 2 | in the 1nte2‘egt\ot two, two and one, or three and two, or . o
. @ t5;/ 3 two‘f’and a half and two and a half, or howgver 1: 13 :'lone o1 - ’ C
\'\\_/)/x/,;/ J,/, 4 believé that this would begmore satisfectory ;o oil pmduc;rs ‘ s, B RGN
o . ;; “ 5., and refiners than ttying to buyﬁoil under “the 12-1/21O ‘ ) i e
A e "aell«cff" “This would give ‘them an opportunicy to f?’ _3 A
‘! e ' ) R f ,participate’ln the other advan'-ages of oll production, ) * Q Q':
o o g addltlonnl allowanccl. and - prov viding some proﬂt: to them. ., , : ° e
iy thinkatl'ia would be a more satisfactory artangement? and * )
o, "10°f 1 think it is in this \light: that the Comtulon would ausgesr. ‘
"o o chat'we ‘withdraw the'12-1/2%, the sefzid 12- uzz -eu-or( | g
1z Spe myoa * Mr. Sullivan, o  © N R !
. 13 MR, SULLIVAN: Mr. Juayogml think to go. bnclr. to tem 10 i T
. °M Jﬁin, and 1 thtuk that tf/" e 1£ we get over item 1 o 7 : ”%c'a @4
_1‘*5” ¥ tweer: us utthout any blood floh, why, 1 think the o ‘ ; ‘ i
10 ‘rest of ‘this thing will be wrapped up - An about five nim}.'e/ i 7 °
17 | (Laughter) e - _ L ® |
TS MR. SULLLVAN: "'1 think that the State of caitfoniu.". T
5 10 [ their technicians) the unda Ct)-lission,ﬁ:erta!nly “public -~ V"ﬂ ° \ oo
= > 2()): theta is a very strong point that covemor\\mderson made, - : »:\\b_
; 21 public policy, but we get 1nto anothe:{hing of- pubuc poilcy! i | Q -
R /2 " that's public funds N No\- ynu divided this into & lot of ° {?
J = c 23k sinall pazcels, they are going to have development problems, 37' 9 o
24 Y/ they ‘are going to huve ‘production problems, that‘s golng v
. 25 ' , to lncreas“’e ;_the cost anggdiminish the ’Ee‘tufrg.,’ Now, “how far ] / =
° ‘ 26" #do you g6 in this? 20 parcels-of 547 a kmcaﬁ we can all & | , K
= o e ” 27 mnke argumegc for all of thi.(“ =y mean, 1 think that some 0 "%, Lo
’ v ' <28 »real getting together should be made on this poinc Haybe '
© . 29 [? there 1s some alternativc ir- suggesting the bids. 1 ufeaﬁ. 1 B
30 1~ am not an oil man, and I am sexious about this as you gentle- T ; o |
¢ : X ;'31? Qen are. buttl don' t vant to gqt thc City of Long; Beach lhot . o
J}D v, o o Sﬁ °
o - ‘ 1©o -(07 - = : " ,v
¢ v U T - N NS '
) - ’ . 27..
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D o L - . ' £
1 down by nome legﬂlatora by saying that you xeconended some- ”
Q o 2 thing that dcesn't return the constituents eecand won't s ?‘;j ’
- 3 name the county, but we_t.ln 1magine plenty of this' -« that ‘ s ;’% )
4 origfnal buy. And who is going to get shot down? We are y
5 || - taking a 1ot of abuse by these eople: on some unfounded charges . ;o P
6 right now, and-% th‘nk ‘Mr. (%;’aitman, that going along with -
7 Governor ‘Anderson” 5 statement. your statement of Mr. Chairman ’
% < and=the Coatroller's statement, our views on thil,Qet s sce ;
) ) ‘:htéh sausnes the tquation'_bn this cht“ii‘g. 1 thl'nl@‘ these ° ’ |
10 |- ‘techl!i.ci ns are qualifted. You have them, and-we hlve thcn. ’ ’ B |
12 what ‘differencé? Maybe we could call on onc ?/f our p‘eoble(. ’ . ' ‘!
}253 to make an estimate on that, 1% that would be of any value . 4 v
13:] -- this la an informal mceting -- ask them what do- ..hey think : //\\
14 i would be the difference? Maybe we could get some heop. . [ %
15 MR. CHAMPION: <1 think,_ that uohld be very hclpful. ' 1 ¥ =
18 know on out examtnation ,;m‘/ ’dlscuulon with the technlehns
’G 17- we are admittedly in a speculative area, what pe;centnge of ° N
"8 ] thinga you would gct a maxtmum return, or at uh:t potnt some- <> .
19 ’ one mi.ghtw be wilnng to pay .a preml\m 1n order to neet a R / =
) 20 certain -~ say’ a new refinery capaclty', or something ol’; that s
' - 2le | type. We are in an area of specuhtl.on. but 1 thlnk yout ‘
'32 technlcians and ours are in the belt positlon to try to get a . :
23 consensus on this subject: 1M like to hesr what they might
B 24 suggest. - B L . o ‘
S THE J‘jm"‘ ME. Keatt. » ° i ‘
20 ) MR. KEALER: Hn(]mxprﬁ?s the ‘tcellng of this councnman, o i
. 27 and perhaps the othexy -~ I am spcl king indi.vldually 1n" this :
‘ 28 n ‘matter <- that 1 felt thnt the whole philosophy underlying X N
29 this meeting would be to [lnd areas of agreement. “And that ¢ ) >
30 canz be done imedlatély ovet ‘this tab1e but we tnn"bl:lng |
> 3174 out the salient points thlt imdlately necd to be. ducuued ’ =1
” 507 ; and then the Commission' s staff and 091: own officinls from ° |
f o
r B -

by
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1| the City, representat:lves from the C:I.ty could geﬁ'z togetber
c2 W and c:ry to find a workable solutio& to the wtsole thing g .
v 3 1 That s my sincere hoge that ‘that may be accomplished. ( . .
-4 B THE HAYOR“ Yes lg there anivthing further -as to 1te... .
5 1 numer III ge1t1emen" e . s N
g6 \ Item number IV Mr. Kee?et T ﬁ
,7 g KEALER The cnnttact propose:. AR Lo R
8 ~ # Zontractor shall pay over to the Qlty and
o . State amounts in accordance \qi.th his bld on’ i
10 i= a net profits basisv L S ) 0: =
11 ) The: Comtssion@tecog ;,;%ds ‘ ‘
12 Establishment of ‘a m:lnlmum guaranteed opetating =
13- profit to the=City and Stace by speclﬂcetion C s -
18 : “of a pémen:age return of the gross value of R
15| © production " . e ° “
18 m: MAYOR: Mr.°Champion.: B e .
17\ , HR CHAHPYON‘: 1 mlght 134 about this} and 1 am upenking :
13 \quite personally here , as. 1 recaIl we had :l.n wiad the ) : i
_19 it mlnhnum myalty of 16- 27;7. » Unless we are all \mstlyD : 'r,\‘ )
20 wrong abou{t://this field it doesn't really make any/ difference
21 ‘- It seems to me that if this :LS/ something that i£ lt aatisfies
22 people to be sure that that i3 this minimum return it could = e
23 be in the‘contrlc: 1 don't really -~ 80 far as I am _ . |
24 !“ petscmally concerned I’don't chink it taakes any difference o f.
25 [i at 411 T think it is bound to be greater than tnat. and
28 ') that the ptoblem that might be raised in tems of the - “
27 I timing of this, lf lt were put as against the 517. 1 don' t
}";B think there uould be ' any furcher butden uupon the contmctor
29 as far as the payments are concerned. I don' : think ic
30 would affect the bicd :ln an; way.  -On this point at 1eaat | -
3‘1"7 “1 am complecely loose. It wouldn't make any difference to® .,
“':!'Zb _jc me :lf :I.c weren't “in the contract at all. 1 Just feel that .
- ' !
29. LA “'*av'
¥

b

o

o

4

»’.m.e‘. N 4,;‘ .
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> 1 7§ we are bound to get more than the 16- 2/’ ‘that 1: is a . ST v
R 2 figui'e* set;whi,ch might perhaps glve ‘the public ‘some bottom -
°F "5 I figiire, “but I, I just don't thifk it is meaningful in temis - (. Q
5 4 o;‘bf ,gﬁgt we expect to happe;\ to t‘t{ts;congact; ©
5 a HR REALER -1 agree with- thaéom ‘Me. Charipion °1 thj'hﬂr':v,
8 that the way it wlll be produced, - that you will mever get .
. o 7 to the terms point,rctutnsto where that will have to be ’ . @
. 8 invﬁked under the leagth” oi time “cha: we- can,under the Stnte . |
°. - 2 »1:!\4, ::‘feazgg%“t;&y, ) § uould like to ask if you thirk - ) . |
‘ \io i 1€ objectiomble.«does it-do any damage, 1n your opinion? ; ‘ Q- o . eff’"?
- ) ) iLg e HR KEALER: 1 don t think lt will" evgr be Jnvoked,_ e <
s =7 12 . Ahn 1f 1t would -aatisfy the equation to help people out,
Bt ~where 1s the “hurt? ' - . o :f’; 0
14 GOVERNOR ANDERSON: :Hﬁil you object- go;havingeicé - \, N ‘ ‘
15 | © ' WR. KEALER: 1 didn't object to it in the fiist place, .
L J"S 18 aHr. Andetson , S '—f_ " 7 5? - Df O/fﬁc p ‘ -i
e 7 1T | GOVERNOR ANDERSON: ' Who-ata S = . ;
| RN R WYOR: Mr. Sullgvanz T T T
( RN I MR. KEM.ER 'Ihe reason it was’ [ ropped out Mr. Crow, )
0,7 - 20 1 was pretty - ptetty much - and I think you can ask our oun X -
S o -2 i technical staff abat that -~ u}\a hcut it was not felt --»nnd \\ . oo -_, ° ‘
’ \\\r ‘. g ustng one of our old contracts Lcm{g Beach 011 D(\\Jelopmc:;t: -
j} s 23\\ Contract s you nevm: get anyuhere near the poinl: whcre that
; : 24 wou;d -gver be invoked, even €1t were there. ° \ =
b 25. | THE MAYOR:' Mr. Sullivan. o o .
o 26 S MR, SULI.IVAN Mr.~ Kealer, the significant point on T
N . 27 |~ what the contract ptoposes is an item called met profits )
‘ basis o " Now,, Hhen the oil comittee and %h\JC‘ ty Council
revteued this very stron/ n'gumen!:s were Mde to put ln thac _
net profita ban;ia I asked the question, 1 think you made “ ' - :
A an explam{}ion. tha: that Mouid tend to pethnps farce the :
a1 @ == 7w - g
° \\\K* . 30, g ’
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1 contractor into belng a“little mote economlcal. ifa it chtc ;
2 || 1into the profgts Is c'\_at a correct s;g!temeqt?~ Am I @o' >
3 co:rect in that? =~ ° o . e Lo
s me MAYOR; Mr.-Masell °; = A . :
5 MR. SULLIVAW: Is that - the Z‘tgason-thet‘ Qas put An;, = /O
] Mr. Mansell? R an ’ s
7 N MR. MANSELL: Yes. On the net ptoftt Mr. Sulllvano )
2] -and ge@tlemen, ve feJ.t/‘ ag does Mr. Hortig, that the over-all
) opcration mould: be more beneficial on a neq, bnsis . :
10 - GOVERNOR ANDERSON: What would dt. el}courage? S e
11 MR. MANSELL: It weuld encouragethe contrectots as: ’
12 well as -the Ci.ty, because he would be sharing the profit a
13 | Now, the polnt that they btlng up heze and thete mlght be P
l4°. Usome time over: thls contract:where the-(-\‘lty wotﬂd want to . ?
15 operate and the State whereby the return’ would not ‘be 16 2/3/. ,
T 14 of the\gross. 17 think. that Mr. ‘Hortlg and 1 JOuld be in :j"‘\
17 complete a/greement 1f 1t would: be a minimum c{ 16- 2/3% 1n- o
18 cluding the cumulative earning capncity oyer the entite .., 2T
19 | contract and thd (s:lvance royalty payment, which would . . ° .
20 i B guarantee a 16- 2/3 reém\ both to the City and State. D\’QIQH ’ e J,k
« 21 see nho’ objection to ~that: 1f 1¢ sas worded on that basis = S OD\(>
22 | But sometime along the line the City anduState both mhht oS
23 [ want C; operate this fi.eld uherg the net prof!.ts “could o 3 o o
24§ conceivably be_ ‘less than 16- 2/3 not -the- gross. We feel Be
.25 % _t)_m\" 1f thls ‘would approach either thﬂ Harbor or either oﬁé J
26 || BF o\ur Harbor contracts, that figure sould be some 707 of - G;T
" 27 ~Richfield, and sc;ne 55% of 1.B.0. D " of the gross So ve . f "o .
28 \%“{uld have N objection if that nordtng was in thadt u‘i:nne.t, ) c
\29‘ | muould .80 advise the Council ’out to eliuinate it completél@.}__v;f" ’
30 or to put in the 16-52/’ might discourage’ the operatoz in the | o
51 fleld, the cc'bhtxac‘tét. to ~-cm‘\t‘1n:19 his s’pet;gléia';. if he had - 7 i
B T T T :
. S 31. :

e 5. = E

ey



\

A3

i

o MR. EHAMPION:

! "
we ety o o

to gt{rautee tﬁat touatd the tail end of the ,coh‘;tgg;t.'

THE mroa <

I think it was always 1n the cgmlssion s

Mr. Champion )

minds that it b= consdidercd-on a cumulative basis; and so

. e

=

I don Lt think we, reafly have any di!.fete there.

G -
[/

pethaps did not make that clear in the vmzding of the\
proposal but it fs// %mcollection that this uas mnderstood

\

furd

that 1t was npplied r\umulatively, and therefore vould not
have any eﬁfect . R o
. .
. THE 5\'{‘0!!: Hell Hr Sullivan" ' = .
oom "SULLIVAN:

any objection to comit bidding on the net pmﬂt “badis?:
MR. CHAMPION- No.

Hr Chaimln wot, jd the Cumission have

1 thi'ut myopening ntatenent made

- clear: that ‘the net. on the net proﬂt basia was satisfactory,

NEo
atleasttome S : Y=

+ MR, lGALER.

-

Just on_ the ‘besis 1f the contﬂctor is°

o

sepen

gotng to° get a‘,net profit he 1-{{going to Operate u

economically as posstble and he is ‘going to get a better o
“bid: SRR

[#]

v i

THE MAYOR: nr Cranston
ER, CRANSTON: Are we agreed then on that 16-2/3 mttef

S\/O‘

then, subject to testimony? ‘rhat seems to be the case., E

‘subje:t to draf.t is that correct" T e ‘
THE HA’!OR 1& would appear to be so, Hr Ctans\to“'

MR, CRANSTON

'7 I just want to-say that my- ptesent belief 19 but subjecc

-to final decision when e get <to the decision -point, that
the percentage oLne/ hbrofitu‘s ’a sound vay tu proceed but

TR

I do not consider uy;elf final.ly com:lttes therefon. ¢
THE HAYGR Are them any othet coments on thia"
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‘Vacceptable to all concerned, “since’ we nte in ag adjqumed

” meeting, and that uould,)”&to the effect t&qat representatives

“’“‘ the Comission meet with tepresentatives of the City to \\\:

'- W ° ° b
- N R % -
-~ \\’ - B - ¢ o
< Ry < \ 73
- , g < 5‘;‘ i Q : 'i’»
= T : Pl TR ©
G -~ ‘l(‘ o ° -
o o T
N g R c © ®
¢ Q- - ) ¢ -
) Ga' 0 (‘ 3 o M ) 7 L ) - cv P
HK REALE No, only that after 4,11 oi everything has T

. been discussed 1 vould 1like’ to. offet a motion that. may be

try to iron these out and bring them "o their respective
bodies Eor their feeling and possible fapproval. .

MR. “GRANT: ~1s that. in the form of a motion?

HR "KEALER: 1 vfant to Eait until everyone has had
everything that they: wanted to say, Govemor, but 1 feel

Mx{ SULLIVAN: Ht. Hnyot, 1 believe that as: Controllet

that this is where we will inevitably hav" tg go

s g7
on that" 'I‘hat s the problem as 1 see it uhat instmction

o

Are we going to giveﬁ\em on that" T ?

o -
== THE MAYOR: Hr Sullivfan, it would sppean to me from . :

listening to the observations that sre mde aroundfthe o - o
table here todsy. that the —only area oz disagreement stil‘ “ e
remsining is over item 'l uh ch relstes to “the division

of the interests The City s posxtion *at the moment is for - %
the 19/92 inte\rest undivided and the Comission ] proposal S
Ot recelnendation is for the division lo51 257:, 151 10%, snd : )
51, and apparently this is the area that needs exploration, -

and the others, if that is resol.ved uuould appuently fal.l

a

< <

into line oo oelE “A .

! o
R Yes Mr Chsmpion? . / SRS
MR. GHAHPIN "1l like to rais@ one other poh/ bef.ore i

o

- %g

e D“ Bt 33- :- - - o7 - S ' ) - a‘

Al Ctsnstonk indicated entliet, we are mt-eting to discus\ I
. a matter and to give sme instruction, instructions to th" i -
7 A = c
“Brain ttust -~ excuse me fot teferring to it thag way -- . .
to moke & delibeution ”houwhst are we’going to as: thew - °= . - = '
=g What about Item Oné, P
to deliberate on"/ Ate we going to givethem instructions AN

o
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o
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ve go to that. 1. think that seemsjto be the case a1 - righe,
but there is another area of discussion at least 1t has
” been a matter of discussion {n the Commission. and T' think =

- as betweﬂn us both in respect to(this conttnct and uith

©

teqpeit to the replagiment’fonttact which we approved very .
reeontly SR
‘/+< and that is thls matter of the determination of price,

; , average :
) whethet to use thc posted price, / ‘posted ‘price, or to ggﬂ

7

the highest ptice paid) There atill is some ancrtainty )
in the*hogmission on thin. and 1 wou’d 1u§1 ike .to vgziéhe i} :

SR |
ptesent state of contract ptoposal,as ue sgbmitted it to

you, was it as average pticef *1- néan was tﬁQQH the ‘basis -

of" posted prices: : ; 4§&é? ' | Qaz' w
THE MAYOR: Mr. Desmonds, ' =~
- MR. msmvo ‘Gerald Desmond The Conn\iésion approved
the four suggestions;vhich we have set forth 2 Thetc was-
“also ‘an indication that informally that;ultinmtely the
. contract would also be drawn on the basis of hfghﬁst pootec _
price: -rather than avetage I believe that’un;; Mr. Shavelson
:‘has prepared Eo% the offlce of the Attorney Genetnl to
present to the Commission is” on the basts of ‘highest posted
in connection with this contract differcntly than, of oQA\i' Q_A:
rcoutse, the contract -« we tealize that that was not a 7
precedentfﬁp but differently than the conttact apqroved
~on October 10 for the Hatbor area development.
. HR"CHAHPION' Well, the only thing I wish to add in
ﬁthat situationJis tha*%personn’ly unless there is some toTe \*\t/
satisfactory uay than. 1 now knou to determine higheat ptice,
1 would agree on the basis of ptesent knouledge thnt pusted
,price is- the most satisfac&oty vay'of doing ‘this. nowever, ;,f;

. the Commiasion is not has not attived to su'h a determinn-

S G

tion. 1 just didn't went us to feel thnt thio matter had L e
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| Mr. Kea ler? co

\ ann be solved; it uilZ " Now there are a few things ‘here

'—lComi.ssion, and w & jJust the Counci.l ) pleasute, or;,cour c;y\ ,

- with oppositi.on, but I will try this mti.on for/size. o ’

'Y

ATimy

i‘!reél closed

ofﬂg “and 1t s j: be well. for us to discus% -

these. I t 'link we are sci i 1nteresteé in having our staff : ; 7 % '

a o

explore mith youts uhethet thcte is an. administracive way
to. dca‘lr uith the ptoblems that are poscd by highest pticcs
1 lmoﬁ oﬂ: none I am satisfied in the tnplacement contract
| that nv,bmdy came’ forum:d with one; that we took the pmper

Y
posicion However, if tl;/é is a wuy of -- 4f someone -

~on nuz staff or somor’(:/on your staff ~llmo«s the way to o 7
hr_mdle that, 1 thlwt probably the Commission would be _ . e
’:l'ntel@ated in 1n7foduc1ng this element into the/, oantract. ‘
'But as of now . as I say, 1 don t know nny way 0l:x:v do it ey
'any better t’nan We did it in the replacement contract. v ‘ - ]
'IHE !JAYO'Q Are there any othet obsetvationsf . T

i - - : s :Q i l/
g A v ’ S . SR
HR KEALER: r. Mayor and genclemen of the Council N v

as you can see, T -am vety h&pp}t that this thing has come ’ // 7 //4
the vay it has, and the feeling of all of us that the fact L " // ‘j}‘ |

that where the two of us would/;\‘}get together, the two bodles, ";r;f,/, A

we would flnd some salut@\}/o/,our problems, because aluays

when tuo agencies get togethor with the fdea that a problen

that have to be strai htened out. Tf we~are going to talk

about undivided fnterest, how gteat is it going\t\o\b&\ Hev
Vsmal.l is it going to be bioken up? That is a matter for

discussion with repxesentation from the City and the-

and 1 would not even begih to_move itif I thought 14 met. Ao

PR

:Ht Hnyor--: - o Lo T

HE uwon. Mr. Kealer, just before you do thnt 1 v/f
talldng 1nfom11y he),'e vith Ht Champion;’ md we bo}.- feel

= 5 i . @ = /7 . St
7 ez I B
'\/‘ =] :' - &y
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a. L e 3«:} it night be helpful at th!.s point if sae hage the bennf.l.r s o $
s 5 RIS ' £'s x 1 or understanding, St umpm:s g :
/’f“” s of hm{zjstaﬁ s vreasoning &r u an £, ggg v\ |
R - 3 1 ,concerning«t:he &b.., 5%, 15% and so forth ‘brc;mc«down . o R
‘ < e “ A / ‘r & o g o B ’ [ ﬁ : * )
e e Y beforeUe \,;o ;Lnto youf particular motion. x O SR %
o R &7 e D 7Y e & -
C® < -5 \MO"“ * MR, REAJIR Well I wul be very happy to hear fxOmL o . P
> I 9 - B
3 . hs,m, because == not- being guilt:y of p\lagiarism .- somel?ouy . g 0o e
W o - S / S vow
i 7 ) once said Yo.zr judgement :ls only as good as your;‘inforr y .
© = ) ;;1 .° °
. K . 8 tgpﬁign_." So ‘let's get a1} :he information we cag get. S
. L R -9 THE MAYOR¢ Very well Hr. Champion £ you wauld > ;_ i ' a
2y 204 Ltke “ta call upon any of the techn 1cian§/ f your staff S A
R . s . o6 £
§ o] o L1t ‘ you may do so "ab this time. L 5 7 o : o B
T & 212 ', MR. CHAMPION: Thank you. I think alsd it might be e ;
) oy
o CR £ well 1€ the Comisqion has the benefit of the views of P . ¢
N T E =% T P
L E U Lk your sta‘if on the same sn;p_]ect, so that whileffue are "
< & ;. 5 o - . i
oy 15 - 1aav1ng ..hem this<51atitude %o operate in, we know gcnera}.ly R - s
a ’ = A ~ V
i 16 what they ‘are going) to be talking about:'g s .08 ’ “
o AT O 'rm: HA'fOR 7 Very welL W ﬁ, e "”C"‘ 2 ST -7
T - ' ° L
.18 - 'ME. CHAMPION: “And 1 i 1ike to call on Mr. Hortigwto o8
Q ; - N ‘\sx ‘: © =
R 19 g0- thrbugkh somé" of the arithmet:ic ;md 1 don t think any SR . 0
> k 20 us cdn hold him responsible far ie, t:his is highl% specul{gl_gi\'E, = . ” )
T e @; but we’ ask him to ‘ery to make some asSumptions and Just to . s O )
. o ' 22, :see g%?ete he c€ }f out; on the eéconomic effect of: brealungr ; — o
0 e ( 23 tnese t:hi.\gs up 1nt:o undiviued interests and what would _ A
{ S T & "happen at various breakage points. Frank? ~ ' : ’
;;; i v“; B - {‘O = N ) D
% ! . MR, HORTIG: Thaok; you, Mr. Champion: ° ° .
H L MR. CHAHPION Dg\ ymg”vant more’ than abso\‘.‘lhion in . :
o e advnnce" ® ° .o 5 , .
T an " : , T o s a o o %_\\ B~
, .0 ® e 7 (Laughter.) s SR o C s
Lo R . " ,/v,’/‘(' ‘f\
@ v 2[9 MR. HORTIG:. %;{-; i«t?t:uallyL fc&(\PUIPOSES of outunin" a . =
ca ; 0% ‘ = ;
o 3094 a passible atea Eor considera’tiou by the mutdal staffs \which
2 ! e o
3L, by L believe was yeut inten()to be coveted by my ;_oments, . S )
o ) o \_)}f\ WHoa g . @ ° ©
" i } SO ) = o . - : e . <
,;—‘ . §>“ 0 ’
’/_(». S f Qé N . 36, s 3 :
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. ¢ i Mr. Chan;ionv specific numérical values pro%ably would be
N = ‘2. \ oxtrenlly hazardous, but. the principles of the matter °
A =~
Lo v* 3 {° certainly shoulu be made avaiiable s0 that both the 3 ’ \ Q-
e e 4 . Commission and the council membez s might know tife range . :
5 ) . 75 v of. thinking. Practically there are an extreme range of ge . =
P . 8, vatiati‘ons possible in estimates on the effect on ,,bids on
’ \X | © 7. vndiviﬂed intcrests For a é‘n[‘)aratora‘me must gelect a
. ” 8 ptabably non-existent hypothetical average) oil, company R
o’ witb an average financial position and refinery needs, \\ f
L§\\ >‘-10w > and average ‘hopes for ex?ansion in Ca’ iformnia, etcetera, O .
11 f for the future, whe might ba des{rous of biddingqon ‘this -
. ' “ 12 tremendous natural rs;@u.zrce which has.yet to.be developed
«~ ) 13 in Lopg Beach ‘For §u§ch s”bidder, depem?{ng again on the
O;:: 14 | type of refinery, input capaeity, and guaranteed vea\\tves ‘
- 1% L that the biddet would like to select,:the more nearly the o
- 18 amount of intemst that he can’ acquire m%tthes his designed o
. 17 econqmlc ptogram for the futprz, the higher it is, the
187 || higher his bid\\omally is go/ing to be. ,Ccnversely; an .‘
19{) undi‘fided intemkwhich is substantially smaller in the ’ .
~ 20 firsvt’ instance tharw the total amount that,\a particular
21 bidder might like e decide would probably result in a
o 22 discount f‘actor beingo&pplied to the bid.*® This of course,
¢ 23 | °in tum wpuld be offsetg, ‘or could hé offset by the ‘ 0 a
24 accumulation of the ‘remainingvz bidS for the halancélﬁfxthe
25 | undivided parcels. I think the ,fgctors that both staffs :
,\026 are going to- have ‘to consider in th‘?@onnection arce* the - o
27 “ selection of the optimum pmbable,l_naSmuchOas no one can 7
28 forocast as -"ounci‘ lman Realer has &lready indyicated what o
B . 29 the. act:al bids are going to be,, but &he optim.un probabI(e co
- 30 i can be dnsigned with the reaso:xable expectation that the
: V\\\\\/-‘——«jmi\?jL practical results will come, fall somewhere near the design : ;
- &
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‘and thén subdivide the balance of the parcels

~ have to fall intp line.

it dme s =

“

v

e & Q

1. \/
~ value in selecting thc size of these Shrcels, selecting the-

1argcst patccl if 1t 1s to go in undivided 1ntetests,

Dbe the -- this sounds incomparibla but the smallest nnd

ttie largest, largeqt parcel to be the smallest one that

will stiltzgtoducc the highnst bid for that amount of oil

The!c is _

considerable room for both»speculation‘and evaluation as

to whether such parcels should be above or below.50% in

the initial 51stance and in this’ conncction it must be

e

ealized that even {f<th largest parcel which weuld be the

one to result in the designation of the field qperating

contractor were to be spenified in the fftst instance

undey 507, there is, abso;utely no. p:ohibition in the
statutes; nor coukd there be in the conttact offet,:that o
would preclude any orebidder from being the successful
nigh bidder far all parcels, nic matter how man§zpnrcel
subdivisions were to bgkuecidgd upon/between the ‘Commission
aud the City Céuacil. - ) . @
THerefore, agaim we zan only set the ranges for
review by staff, by staff to select the optimum parcels,
optinum size of parcels to reflect the degree of considera-
tion which the Cnmmiss}éﬁrﬁ;els shduld be givcn to-public
policy iw=terms of the maximun size of parcel to be offered

and hold this to a size which will not, 1if possibIe, unduly

" discount the bids for the print:ipal nnd f:leld operating

contractor parcel.

Py

o The balance of the divisions would then neceswarily

Additionally T think the staff

o . ¢ o
a E B B ] o

certainly --
<

MR. ‘ﬁcuaupmn

me name flgure and see if you'caﬂ justify it. Say we

\\\:,3 ) .

38, '

Frank, for putposes of illugtration, Let
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¢ 1 should \sai that the major parcel, that that wbich vauid
24 go to the -- to the wianer of the bia on. it WOuid"Bé the =
r 3 ‘ operating contractor; say e should ask of him a 60% bid.
4 Now what a:e the factors 1mmlved in that, hst, in temms
5 Il of possible discounting of the bid because of the size,
8-l or the pos-sible ‘19crense by virtue of the other, the otker
\\ 7 | bids Ltrhat would be comftfng in, and sacond; whot ﬁugid te the
) \ 8 ;- logic, both opetating and: cconomic; of fixing sdﬁneih’ihg
\ﬁa\\ 4t that size? ) < |
’ = 16/&§ . T will teke the res;;onsibility Em: the 607,\; You
i ) ; 1 © explain it. 7 ,
12 Mit. HORTIG: Yes, \?)11: 1 believe by “607 bid" you )
s ,_//.13 Améént a hid for 607 interest: :is this correct: ) ’
";'13} , MR, CHAMPION: That's right, as the baslc bid. This
s © 15 || would be the operating contractor. B
| 18 | MK. HORTIG: 1n evaluating such & bid, iéf;Q,BSSUme -
117 Eifét d\biAdef who bcthrha&;the c sgfity and the iﬁtéﬁ:ion
18"} to operate ln California and utilize the total production
l@; of the eaqt,{}the Long Beuch uni/./t which is estimutcd to
v 20 redch a peak 6f possibly 150,000 to 150,000 batrals per disw
° . %1 | a substantisily higher bid would be recefyed for an {
28 tuitial parcel size larger than 60%. - LD |
23 : Or; convérsely, getting into an affirmative aE
~ g 24 1 answer to your question; a bid for a 607, parcel by such * V
- 25 | an Lperator would be discounted and would be lower; and
28 : aga}n on &électici of mogt@robable valugg coiild be on tﬁ;
27 4 order of 15 to 207 lower than the bid would have been for
0 ", 28 l a 100% parcel. ) Tth{: again now-are predicated on the
2 assumptions whiéﬁ -{‘{\I can't go in datdil oncthis
: 30 hypothetic‘ai avutage oil: co?npa ' .
) o R : Going below 60’/ for %ﬁiﬁ‘;éi pﬂﬁéi Wwsuld aot

'
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not only .resuit {n an expectation and a probability that’rno
bid would bs Iurfhet discounted, but that the discount

rate would become cven more fapid ta the paint that very
probabiy boeiow JOA the tate of di;cnuat voiild be véxy &

gevere 1w uompnr{son to the rate, of discount.on a\pnrcel

size runging from 100% down to GO%. T o
MR, C“AMPION:' Let me ‘ask you about the oifsctting

//
factors involved. At least 1w your view, and I must

confess in wine, there isia‘discuunt involved iﬁ7géing:
down to 60%. Are there aff;ecting factors. which would
tend‘in the whole bid to reétafe that, and specifically

of the [acéﬂthat you are going to bring more, there nxe N
myre qualifieé\éiddets for the other size parcels, so thetc

is more ;otal money in’ the market for the gver-all bid, is

this -- and are thare cther factors, are thefe other factors

which would terd :6 campeansate for that digé&hﬁt:
MR, HQRI.G' Thers arn>both fdactors uhich<:%u1d tend

to compensnte\\nd thete are other pﬂss&ﬁlc ‘factors deponding

upon the actual idantgty ot the blddets. which would
discount ‘bids for the remaining parcels. Generally these
would break down iato two catéﬁories:~ hypothetical bidder
A, who on getting the 607 parcel or the 40%, or whatever
it wss, who really needs more 6il, would be bidding ’
enthusiue?lcully to acquife the bulance o@ the intorest

up to the amount ef oil that his davxﬁq ptcgtnm {rdicates
he wants for nfgunrnnteed reserve, o£fSetting ir»pnrt the
distount because of not. having received the total block

of oil that he felt he nceded in the f£irst instance, On

“the other hand, the posslbility of rnceiving augﬁented’bidg

o}

by a great numberx of biddcrs as & result of having produced

large scale COﬂpetitiﬂﬂ\by subélviding into a great number of

D

7
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parcels is subject to the hazard tbu\}iﬁasmuch as- the

'con:rac:s wilx af necessity rcqui:e a taking and. paying for
oil which is a commoditv uhich is oniy of uqc to the oil -
inddstry ag- crude oll, ycu couxd reach a suturn‘ion point
where you really run oue of gotentinl castqycra nnd biddera
for all of the mumber of parcels that this thing could be
Lroken down into, and, as has gceﬁldiscusscd,Pthe»ponntblc

" {1mitations t@ tkr point whereithe smaller operators viho
would really like to acquire such n parcel cannot dfford

in thg Aighteof their present :efinery'ptog;nméﬁvhercin ’
nC‘icus:'a portion of the refinery 1nputﬁg%vimperted'oil°c
at a 1ower competitive price, he cnn t afford to pny a 2
subntnncinllv hxgher pEice £o: Long Bcnch ctude. even In -

terms oE s bid for a parcel. This could be a discount

Factor ngnin.' So the ramifications agaim are simply, gotqg

O”/k
r"’A/\

o

(=

D

S

106 to reduce to whg/fgbuncilmnn Koaler said en:lier. going -~
17 ta hava to aesign an optimum pzagram, 011 other things 5
18 be{ng rqunl nnd hope thLa is poing to produce the higheat
19 dollar. ) : Lo Y
20 . MR, CHAMPION' Would this be a Eair‘aummary of 90Lr 7 O
21 /poai‘lﬂn,on this 1né: busincss, thxs business of anrcnscd
g%/x \pnrtlcipu ion' up to a point increased participation wou]d
23 % tend to ﬁEEset the discount, but i£ you pushed it oo fn: g : N J
) 24 | you lose the bc:efz‘ of that added purticipntion, Afxcthcr ) :
25 ! words, yodﬁhnve 3ct to bz cureful not only at whnt/zize you
20 sat the 607, 1f that's the figure you<cho-e, haf you have )
o7 got to g:%gery ca5/£u1 about the diatributio*} , . =
28 | :emaining pariggs? e ] C{ Yy e
= iﬁ’%h"" “MR. HORTIG+ That is correct. o e )
80 THE MAYOR: Mr. Champion =- S S T
31 5:23%§§EEALEQ:: nr,'Champrn, would y;u; nfccr~tep1y to . . ?j‘
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1 your qunstion, 1 \'ncrchn wnntcd to ask Mr gzrtig, Ci;t is 8

2 pertcctly 1n»11ﬁc with you;; question of breaking these up

D into many smaller narcels, there is another hazard that

4 the big operators, t!;,m: in the event, such an even" where ‘/7

5 he couldn't meet his obligations and he dcfaultcd ‘then the -

4

L majc,r operator has to assume that o$1igation, and with '
V:i:n',- \\ thci.r plang and;f their othﬂeé: toyulities, it could increase I
87| the hazard.to the .majo‘r‘opem:oru;‘. is thi’i’t’: co¥rects, Frank? C:/
ay, 9 | MR. HORTIG: Uﬁefini,ccly. ) . 5
0 MR, SIERGTY: Uplands -~ . s o
11 THE 'ﬁAYOR: (,M:.&:Slcrothyf. 7 // . ﬂm
. 127 MR. SIEROTY: 1sn't thfs also true -« 1 am -speaking
13 nOwW of the point about having amall interests.\\md Mr.
. 14 Kealer ruised the questien of uhat happens 1f one of the
5 . smull 1ntcrest holdezs woum "ail vwhen does: the field
‘ 10 c{ntxacmr have to plck up thn!; intetest’ thx)t wa\ud h&pp\gn
v 17 1/5 one of the tmcking i.ntemst owners orz the \.plands also
18 fstled whot i¢ the -- is.there & diffemncs betue»n these
ol ;19 two situutions? A ;3; - w{@ J
20 THE MAYOR: Arxe you nsking Hr. Kealer? %/ - .
W em 2 MR. SIERO'I\), wen ask Hrg Kealer or Mr. Hortig
29 THE MAYOR: Go uhead ‘Mr. Hortig. &
2 t(’da’r!t; 1 don't beltcvev&eze wuula be a
“24 compatabuity of Hotking intetest owngrs on t.he uplands
“ 25 I ﬁAAc:uallcy the %steresf ho’ﬁers, the undiv{ded 1ntetest i
- %8 hgl&‘ets ate ‘participakcs in the procceds of the developiment,
27 lzich wouid take place solely on the tide and su’:?nerged{jé
5 22; lands, with allocnnons of proé.uctfon under the unic plan "
;2_9/ | E/\t\o the holders of the upland propettic&. SJO>“ exre could
.80 be no equivalent default on the part of mﬁy membar of th@
i = 3 contra;‘tual team on the uplands as cﬁe:’c could be in conncction
=, : ) S .
. - x .
42, N
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‘féome form of undivided intercst a

1
5]

ey

\\ .

with an undivided 1nterest holder under the tideland

operating,contra t as outl*ned by Cmuncilman Kealer. .
“THE MAOR: -

MR. CHAMPION:

- Mre. Chamgion.

. 1 think probably this inditates a kind

of discussion we ‘have ‘had, and 1'd like to say only one
th{ng'mcte about 1it, flfor myself, and that is thfi

= you know, this éitter has been under législative scrutiny

as well as bcfora\thc tgtc landg Commission, and it {s

ptetty - 1& was® ciear at least from some g the positions
taken, -I tnink.would likely be, we as a =< the Tommission
egrees with tuils :tnfeSXnt of public policy 1n general .of
this part of the qo-callv Chapman Report, and the
subsequent - remarks i; the State Senate Commirtec, thQA;:h
committee on this SUbJCCf So that evén 1£ there weore a
determination that this discount was notiﬁuitc ccmpensaccd
for by some of these other factors, 1 think the Commiseion
would §eill £ind 1;se1§]~-:1 know 1 Hould find myself still
in Ao -~ in - a very firm\gnd committed pogitiop ns,furrhs“ |
gpach -

o

BB thipkrygry»liﬁaiy that this would {mmediately

. == that .21 vie were not to work this out thnc we would find

oursclvd\ in a discussion, perhnps not only of this matte
but of a3 number of other mat ars before the lcpislaturc.

it would almost éertainly become a matter of legislative

conslderation. and in the discussion ‘of wanting to get

e

top dollar but rccognizing also this public. policy 1

would hopc that the Council would kucp in mind this, this
added 1nst:uc:lon, resolution, whnt have you, that o
we havesfrom the legislature. .They are vaﬁyrmuch.intg}estcd
in this as a matter of policy, and I don't think we would

feel free, even if there were,

-

even if therc. were some dolicrs.

X E o P
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involved, to depart from this policy without prior

<

<3 —o-fl consultation with the legislature on the subject. And

Rem <o S
3> 1 Z- this isa strohg 4nhibition on any action we might % o
4 take in this area, in which we did not Rave an’ undivided
5 interest. 1
6 I THE MAYOR: I would Yike to ask one question, if I.
7% | could, of Mr. Hortig. Mr. Hc"rtig,(;Qf 1 understand your
a statement, you have indicated that a 607 bid nouid bring -
e some iﬁtto 207, lower in the bid than the 100% undivided
10 operatcr. You also indicated that a 507% interest would
11 bbring ahout a sate of d¢iscount that would be qﬁitc severe.
172‘ Could you glve s some analvsis of what petcen( /belou
13 1007= that might be offered, which could confora with the
14 || public policy suggestion that's been made by Mri Cham\;;ion ©
15 and the other mmbé?s of the Cemlssi"on, which would not <
ig |l bring about any appre"éiable féiscount in the bidding i)rit_:e?
17 MR. KEKLER" Mr. Mayork‘ may I ask that the question be
18 more explicit? 1 think ¥ you would ask Mzr. Hortig thls ©
19 question, it uouId Lell you exacr.ly how he felt with -
20 : respect %o how much.better or not better thath:l,t would be,
o1 -but alsc”the fact that you would,,gégll have o,tﬁer un_d,lviciﬁd
29 interest; although they uould be smaller, so if there vers
”23 ~= if the major undivided interest were 807 and you broke
: 24 the remaining 20 up “into ‘small ones, I thinkfif Mr. lorrig
" 25 I could atswer that pretty clearl
26 , THE MAYOR: Well, rathegtu than my glving him the exampla, ===
27 1 wanted bim to give me one. ) Q :
28 ~ {(Laughter.) ; ) I I .
~ 2e \7 MR.- HORTIG: ﬁ’r, ﬁavor. 1 hope I stated that the r‘:mgr-‘
L0300 of estimates and the percentage o£ discounts and 8o, forth !
A 31 were attivea at in connection with pmjections of the : <

= >
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1, éconn‘mic “‘?"ﬂllmpac!; on a hypothetical and vary»’probably, wiﬁl
B 2 x:r"luck, non-existenc oil comnan‘g Bu'c vthat these cculd
a;:? happen under t“he ¢~ and would happcn?und(_r *he a=sumed T
‘(4 \citcumatunces, if the economic conditisns, the tcfincry ¢
\‘\’}\ ( 5 demand, the: ;uture mnr\;(et \demand\aﬂd all)the factors, thnc
\ G A go inte this situstion.® As Chn\\iman Chanpion queady y
° o i ‘stated earlict in thcse procced‘ngs, and I bclicve GGVQTnOx. "
) 8 An}!ers;)n also, thnt cven if 1t <:an be demonsttated and
"9 could be’ estimnted thnt a 100% intercst would produt:e the
10 maximum bid and :herc[orc anything less than: 007 is
= i W au)‘omatica!i;ly going to ptoduce a Ig.sser, a lesser Eid of
12 the type on“which you raiqed your/fquestion, that there
7 13 would be se:is»us conce i the nrcn of public pollcv ’
14 i as- to what had produced the factors chat had produced thiq
. '(135 ! cmaximur bid Eor the . 1007!. intcrest which would rcquire
S 16 other conqadegntions 1n limitn!;%on on_the bidding other
1'% ‘ chan simply\t;\e maximum dollaL retum et /
<18 THE HAYQR Well, Mr. Hozug, I\«,ons..det ;1 15%°or a
: 19 20% discount quite severe. ’ . e
29 = MR. Q(Unidenttfied.): Mr. M‘i—;yor. ~ ‘7%/ 7
-2 o THE MAYOR: Jl.\ist’. a morwnt.:l o ) ; )
‘ o 22 . //)J ° M: what pnrticulnr amourt ;‘o yeu think the dlq-— g
23 !-/cou‘-t’would be somewhat vxon-n)preciuble? .
24 ! v MR. HORTIG This woqu be a specific tangc o£ investi-
i 25/«7’ gution that the staff of the : Lands Commission would ‘1ike to
” /(%B L cindefrake and \rvipor ~te you in conjunction with yciu;: own' /
-2 ' staff. \ T e ) ;j" 3 =
28 M&L;mstLL Mr. Mayor -- © | o -
\”[‘9 ; O‘ TH/I/:';MAYOR: Mr. H&nsé.ldll-’;- oh, excuge pe -« anSidrd‘.‘:}.
‘ 3c |, _ MR SIEROTY: Thkank you. _No, 1 uould lika, ta -sta;:e &
. ! : df;agmnment with Mr. Horcig s dnaf sis on this pomt, :
W/
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_\market/who is seeking 90, 000 to 100,000 barrels a day of

wants that 90,000 ot 100 000 barrels a day, and 1is llkely

‘occur.

confused about pubiic policy‘

to ask you, 15 “there such a thing as publtc policy as far as

5}
1%

%

9°

oL - M - . (;\ . 5/{'\*\"

because I think it uqsumcsf omething which is quite ;

o

queulntivo. and that is. somebody can go into the Ca]ifornla

° T a

product{pn and I think that ihere may be other ways of ) , )
<G o -

As a matter‘of fact, cause there possibly to be**n 1ncrcase

?
looking at this, which caus@vthere not to ke a dlscount

V]

by splitting it 1P )So I°would 1like to make that cle&?
e
asicnlly 1. feel that there would be “nore, there wou‘d be

s

more cémnetitiﬂn IoraGO 000 barrels, there would e more
/,J, ]

parties nho could be 1nterested in 60 000 barrels tran

there wGuLﬂ be nt 90 660 to 100 000 barrels, and now

60,000 bar:els is roughly 40 45%

\‘(, i

and 1 think we have Lo

[

keep 1r mind too that any bfggéi here is not precluded

£ror bidding on Qubqoquent uqdivtdcd 1ntercst(\even th °U8§i:f§3x
the Chapman Report 1nd1cat d a preference th preventing

one bidder from achleving more than one 1ntcrcst but und"rﬂ .
x\\ <

State law at the present time he cannot prcclwde nxbidder -8

from being the succesvrql bidder on the entire amount=+%

T

o

v <l
100%, 50 that a bidder can go in and bid again ifihe - :

N 0 o

to = likcly to pay more for that extra amount. So I

wnntcd togtate hexe that 1f he was clear, that I think

[$]

that this discount of 15 to 20% is qu{te spcculative, and

= = a

it is the resuit of one situation which may or qu not

2,

_ THE MAYOR: Mr. €row. .

“ _MR. CROH I feel -- 1 get undertones, ~Mr Champion, nf
«Vq oS

the>guide that the legislntyze might put upbn the nct;on

ofésuch contracts, one wayksr another, and 1 am somewhat

H§§/I/have the effrontg;?

© - : ) G
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differing in charactg;,“

“ that they will\nave a‘continuing 1nterest in whether or ) i .

. position

- come to us in the form of’

WA

thn S'ate legislafutc 15 concetned telatifg/co this N V é e

e

particulagzquesticn that we are d1scussing/today/ B o -
. - e .

I° won t try to unravel the various

0y

4

MR. CHAMPION

o]
[N
~

N —
OQ Vo g
LD

0

actions that weze taken by the - 1egislature at the last

‘There were sever%lg and some of- them were diffe1en 3\@ ;

i
P

session.
To my knowlcdgc ﬁhcrc is no

fﬁ’l findieg bQ théalegislature as to a total bady on this “-

0y ft

:*matter,,fdnwevct, a good many people expressod intcrest

) %

They aqked rhafArhe legislatute -- that the

W

in this.
Lands CGWmission kcap certain guiuelines in mind when -

working on this contracty and have made it quitc clear = ;u

not we have obsecved these guldelines, { ‘

E Now, it might be that upon considerat*on by g a
therentire legislatdigk\that we would take some diffz;ént : “ )
LJ =4

But as tcrthe&e}pressed positisns Hh%ch have g 5o,
o Lo 5- S ; B :
a resolution from the vesearch . - s

comnittee; which I think is probably the most direct ’ b ¢
I3 / [t
comment on this matter; this is not anuexprcssion of the . o

(3

whole 1eg1qlaﬁ:re It is an express;on of the comnlttee e

‘of the legislature to uhich as Mr. Grant Knows. we pay ‘ 5 . =

substnﬂtial nttertibn.\v’

MR. CROW{ "Well, we have SOMEth ‘thé snmg'prébleﬁ; ! Sk
“tf Champton. \ |
Ciiy hanaéer gnd téaﬁest:thé C;tyfAttarney‘s office to do
certain things for us, we -- they ‘naturally are gﬁidcdz ) \
influenced ﬂ; the so??whﬁﬁzﬁecling along, feeling -and ) i \°d y
sentiment of the Council. I was just wondcrinn to what o
extent this, this feeling ‘went,, n;) far -as s,;‘tpmsarlng uhnt ‘
we have referred to on: many occnsionq today ag puhlic

§$
policy, as to Vhether the ourllnc as has bean prusan:ed

Py

M E ) =

.
2

O
/
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o
(]

Q

Ve are t:ying~to -- when we instruct -the ,\\\; ’ e
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'easier, of coursc, ro Find public policy directioﬂs in

contacted this Commission, you are

‘extending at this timeZ

o

&

<=

»

o

N R
the Comm;ssion s recommendations is the public pclicy, Ans cfﬁr
g S
as the State legislature iabconcerncd7

<

(]
oy
o

those things on uhich yau 1ctua11y agree In this case

1 don't think thcre is any difference betucen the Cowmission
and those iegislators who have spoken on thisbmntter.o>ﬂe
= BN :

: L -

;gree with phem

wgn Qbher words, the ;egislatures that hava

(=}

o R =

1n general agreement .

as to what the recommendation that

qge,Gommisstgn is

MR.. CHAMPION: on the undivided 1ntcrest mutcer.

MR. CROW: On Lhe undiv1ded interest Now there has

'been said that even: though a lesser amount of return has

d,\ b by
bgezfgg/n‘gyaila le, I would say that by that assertiOn or

ﬁtatement tbat there 19 a. moral issue involved hera other

than a direct rc%porsibility to the“constituents, to the
i
to bring about the best

>,
Ly

State and Lounty. the government,

possible return from any type of inves tment thag we would

*‘enter into of this nature

o=

MR.' CHAMPION‘ 1 wouldﬁ'thharacteiize ~« at lcan

»

my feeling about it -- as havinv any- %mrnl connotationBOne‘

way or the other. 7t 13 Dur vicw o£ the ;011 nmarket, of

 the responsibilities ‘of the $tats in dealing with a whole

area of the eccnomy, and in the context of thc Taus 1nd

¥

ins tructions .undexr which we-operate, 1; {2 'n6t == {t is not
so much*ﬁoral as a judgement tharffiilgnblit is bettor
served by what we are praposing

_,MR. CROW: Even though there is a less return?

S MR. CHAMPION: Yes; although I would 1ike o point oat

g @ )

T N

1%

by,



!('n

” 2 :
o T e
1 that this matter of the less tetum, a;/é “Eried to peint
2 . \‘at‘t when Mr. Hortipg was speaking, that when\y!i- t‘llke.( nbeut
3 | “the 15 to 20% discount he is mwing about the inietal
45 1mpact in-that firsc major bid 'md it wﬁuld’bgbnur hopc
9 that whatever was finally warkcd mﬂ:, th&t that wonld })e
8 \ pretty 'substantially made up in thc total pnt{ern of: the
e bidding We’ don'£_think that the discount would be in this
o8 15 to 207 area if we wosked out_a total work pajttem, goad
8 pattern of- bidding, so that we are tali(ing about in our
i0 judgement 1 think or 1!: ie my judgement a much smalwr
v amount ‘of di fference\ of discount that might be ‘involved
12 because . of {olmwing Just ’-.‘*1 publi;" policg
13 s MR, CROW‘ Well aow, this® ‘genitleman’ over hete in some-
14 Q‘:, what, rebuttal to the undivided intcrest says “that there 1s
15 fi strong possibility thaf the retum to the City and, the
i 16 /*State will be greater. I vould .ask then do you have
%}\7 | any figures to substantiate such remark? What is thnte
1‘?{{% that you can aid us wlth ftoday that would, prove: your
10| ﬁposi tion over thtkothcr faction? f -
20 THE MAYOR(\ M. Sieroty. - o
21 MR. S-’EROﬁ Yo, 1 have no figures to substantiate th,u.,
ﬁzz but I am suggesting also that the figures that you have
23 just heard referring to a 15 and 207% reductionn ars "ﬁnt
ozl suhstantiated by the ﬂgur::s here. What 1 am snuiny, s ©
25 ! that these are botn spcculations thcs:: ateE hath ways of
’k ZQ " "looking at a particular probiem. T thiak it depends haow
w2 you look at it. 1t depends on what factors you have in-
28 )mind as to how you cl’i‘atacteriz wtiat might hnppe!;fl So‘ 1
L am sﬂuggesting another apptoach nnd ) ¢ \.hink the apy ach
30 ¢ ! /mat 1 am suggesting 1a just as valisd as-ths one that\\hns
R 31 1 begp s.uggested previously) ) Y
o X 0
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| ;wmz MAYOR: Mr. Cranston:

MR. CRAVSTON‘ ,E'd like to comment on that point also,

I think.that on both matters and both‘questions before us .

in tﬁe matter of the unuiyided interest

]

- of judgenent.tjlt is the judgement of the three members. of

the Lands Commission thac Lboze is a mattet of publlc

”bid situation -that

_L'J

policy invo;ved n—ﬂqtjpp

" caytoma ically insares that one company or a pteartanged

a3

combination® of companina will acquiro th:Ln entire field

= R

On the jattet ‘of uhat happens to you in tegard

to income to the State and to the City, 1 thiuerhat this

ement. The sit: zation

i

ptesented.by Ftank Hortig was a matter of-a hypothetical

a

1 don €.

also as enti:ely a matter of jmd

company performing certain\hypofhetical acts.

-think that we wiil ever know ‘-~ we do not know wow, and I.
" =

do not believe that we will ever know whether one prccedure

or another is likely to produce and has PE o»CEd moye money

or'less than some othex proeéfﬁrn might produCL and 1'
o e
like to siggest three, réasong for this one, in terms

aof the undividediznue:est you do pet the-possibility of

more competition because more compa_\g§ uif(///xable to

Qome companie%/ihwt"
////
r a sma\;er

b‘d ig theﬂe)uze some smaller units

cannot bid for 100700f thls deal can bid

than _aéfj/}hen, and tuomother h;BBEEEtfeel situations

which:might develop is this°

suppose;that tnere'is»a
company, or several companies,‘hypotbettcal “who wish to

acquitn as much c‘ this £ie1d as possible.l They &&,; :

to get 100 or 80 or 60 or 40, or whatever mﬁjor amount

O
&

thereﬁare matters
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P 2 they can, and tue more the bcttor L wolud th:lnk that

» ‘§they wou]d bid quite>h*qp 1f they had a chance’ to bid on
the 1007%. R would think also tgat if -we staxs off wizh
a 45 or a 50 or a 60% fieldr one Br more such coTpanies

~ would 5£ﬁ very high to acquireythat»po}tion, and then they

\
@ e N

would proceed to bid very higﬁ o the second iargest

o

~1

portion so that they would” then have a major pértion of

\\

this field then under their control. The company“which

@

,2 || bid against them n the £irst portion that fau_cd might

, S - ¢
10 bid very high, I should think, on the socondilnrgest

1 | undivided interest, ;n hopes, (a) of acqu;ring that fo:
12 themselves, and (b) Blthnps in hopes of frustrating i
13 _compbny number one ia its effort to acquire a vctﬁ)ﬁiabondo%z
14 aﬁt centrel here. And this might lcad k2% very heavy
15 bidding and very large income to the State -
16 ‘ 1 would like to an,Frank‘“ortig 1£ that is not\

17 - a hypothetical q#tuation:whifh mﬁéht possibly deve@op.

18 MR. HORTIG: Definitely.o } .
19 MR. CRANSTON: Good. Now let\me ask on another dne:
. 20 do there not quite possibly exiét oll companies who have
%%»- a greater interest in?achuiiing thi? oil for refining and
« éé 4 other purposes, and 1nteféstc=ﬁgth~£3 greater in that
23 ; respect than their interest in the EEan\of the net
24 | pggperties which t ey would acquire fro “thc fleld? i

)
_£a

MR. HORTIG: This again s a st tuation applic.ablc to

28 some oF the companies, depending,entirely on the inter-
. 27 rela tionship Gf'their ptospective reserves and what they.
28 hope to have for refinery capacity in the future. -
20 | MR. CRANSTON: If that is tru& of certain podaible
050* gompaniési it wo&l ' seem to me quite plausiblé that._they
31 would not discount their bids appreciably, if they have to -
- , B
| C N - “. o,
C 4 T
s1.

@
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- would ask Frank Hortig. Again we are in a completely

" need affect our action at this time in any particular way <\

~with you to Frank Hortig.

e o+ N\
. o . : & - .
{ N = - N
%3 o !
&7 o

= —

o A
\\\. \j o
& smaller undivided intcrests smaller than 60, 70, BO,Q

? (o]

- 90"or 100, bccause the discount would apply to that percentage .
N

of that profit which they would altirately receive and

that is nat the 1mportant factor in their calculntion
// A ~\\ s
Thny are after 011 for refining or --~ond such purpoges.’ - 5 R

ET\, =

g_\ 5
MR. CROW: Haﬁiihe State .ever beforc entered ingo ; e

o
agreement where they had divided interests in thefr oil

leases' )
bl > *

5 MR. CRANSTON:* I don't believe thaf‘wé have, but I b } .

different situstion. I don't thinr that such Prccedenta

b

e )
MR CROH. No. o ) o °

o

/17‘

M. CRANSTONT But I am glad to submit\the question . . )

g ‘%“ " : .
MR. CHAMPION: 1'd like to have the answer include

some statements as to volume. - i don't g.inﬁ we hgvc-gver : © 1

conusidered anything of this as to wvol ;@,‘which would have

this total impact on_ the market If/zgu could put it

to:us in terms of the production inVolved\nere and the

production involved in typical contracts of thc pas;.‘

- MR. HORTIG: In response to the composite quostion.

o

s

{}think a bt%gf summary 1s required. One, the State Lands

e

. : . P
Commission is authorized under law only to issue oil and
gas leases, and nnt ta enter into net profits agreement or : S
service contractu [o* the production of oil such as the

Ci.yﬁgf Long Beash has undertaken heretofore and 1

(4

proposirg under the current contract. Thz¢gﬁbss producticn

. on the average from exﬁsting Sta*e oll/hnd gas leases 1is

D

appsoximately of‘the same order of pagnitude as‘prgguction

W

has been:he%etbforg under Long:Beach,Hatbat Department's

>
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CortraCC, and,fpr the Long Beach Harbox Depaz&mcnt parcels ...
The large di££°renLia1 that must be tucognized 15\Qhe

" fact that the State Lands Comméssion has. never had &Lﬂble
for lease'pffer laands of the quality and the virtually <
known potent%ai in most instances tﬁat the Ci:y of Long
Beach has had available for development Rdet service
Tketefore, a direct compariszon of returns

O
, under the two systems cannot be made without including

cuntracts.

all the discount and dcpreciation factora necessary to

get both types of operation to a common base

THE MAYOR:
N

&lmnn- Mr. Champion, 1'd like to ask My, Hortig
~ 4 -
a quest

¥r. Mansell -- excuse me -- Mr. Bond/

in regnrds to his teatimo"y a Yew moggnts ago‘
Frank, 1 understood you to say that .there was

a danger to the fieid contrats ors o€ a default by one of
the undivided inrerests. HEII 1t is my undcrstanding in
talking to our\wil people in regards to this contract as

we have offered it, or as you have offcied it here in your

45, 25, aAd 15%, that should there be & default by one of ~

-, the undivided interests other than the field-conttacter,

«thatdthe field contréctot-wnnld handle that oil and sell .
1: at the.best price that hgjcould gé} Eof’it and f)willw
-- wole you explain the danger that exists for anybody
taking the prime contract on this, or the field contrnct

under a situation of that‘type’ Now 1f I am wrong on my

- understanding of thig contract 1'd like to know bat that

is the way I understand it that should theye be a defaulL
by one of the 25, 15, or 107 undivided interest holdets,
that the field contractor merely is indebeed or his - &

o N . ,/ == - - W X
interest in £ 1s in selling it at tbe very tast price that
> 5 )

he can get for {t. This has nothing to do with the avzrage.,
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N _one of the suggeste¢ methods of hnndling tbe situation; so . J

. 150, 000. Wouldn't this affect the dgverage posted price 3 s

<o . - ) o
- o . o .
2 | ) E - :@
. posted price. lt is the best price thut he cﬁn get for
thit oil. ‘Would you explain that, piease" B S . e
HR- HO'{TI(,- 1 belicve you are completcly ¢cotrect o
1n youn analysis, Mr. Bond, ;of the prohlcm you stuted, aml ' T e

s ¢ c
the proposal for continued productlon o[ the totnl amount« '

W

of ofl, leaving that {qr’ thich-an undividcd interest holdsr / T
‘might be “In defnult by the field oncrating contractor is V

ZFhete would be no danget to the ﬁeld o‘,&etatmg coiitrastor

@

in the contextin wh:u:h you have pul: it. 7T hope (:mmcilm:mG

o = d

Kealer and 1 vere dlscussing a ‘different type of danoer 72\\\ .

wheri he ueed the® word "danger'! ‘in the sensc that -on an hoT

opetition, o the type ptopoqed 1{¥ thate uane ttreme
e

numbe Esof undlvldcd intcrests, aml 1 beliéjxm K/ dere _ y

discusaing that pogsibility at the same time, “Qhitch extre!&" ) z /

numbe r of undivided interdsts bould of course heightcn thgﬂ \ L
mathematical possibll{ty 0% defaults by indlvidual interest

o
holdets, that tﬁe neccssity of undettak{ng opvtationq for . .

mihundling addltional oil for q{mch defuuttinf co—ntrnctorv. ] -
in 8, ldrge nuln&er might be sgain cansidercd ag A diswuntin ° v -.»,3;23‘
factot by the EieId operating cqgttactgt at the t{mg tie ¢

\’mde his owvn bid. , . . ’ k : ‘ .

=

MR. BOND: Bxcuse me, Mr. Hortig.- Say that this <,
contract was let at 45,25, 15, od the undivided {nterest . . T
proposal, and the default should occur by the 25% tiolder, . .

thls would throw on your figurcs of 150, 000 barrels = day -
\
some 37,500 bm:tels of oil ori the market every day, ¢

d:lmedtate_iy, woirld -1¢ not? That’s less one-four of the : ‘

0. =

o - o
o

consldetably ifothis ci{l was uvallable"
' MR. MORTIC: Under the circm—tinces yuu have aauﬁed,

S N

RE

]

¢

O




T - oG ¢ ‘ ‘ \
A= é i ‘,‘/;; s e .
7 : ! = P 2 : oY o
o o . , 6
3 . Bonid, this same o1l would have been aviilable, 1t vould
5 hdve be in being ufnducad by t%e field operating runttddtot
- s I for he: Shdividnd {ntatest boldes anguny. The omly o °
# 4 di tfch{.ce Géuvi\fm eﬁac w.{tn a daf/iultmg {riterest ho]nér . "o,
8 then the ficld opwauug controctor would h to tmdcttak@
g 1 the h:mdung and the mzitketmg of. thuc addéﬁofml ummmt B T e
7 | of 011, which could be an operating complizatTon sudéenly TN
8 thrust uson a ﬂeld aper:iting /oﬂtfacw* whiich he riomril]y ) |
"6 b wouldn't want o alsume without some sddieional eampensation, acl
10 or if there wers not pvmv{sion in &fuz conbmcb for " SN
i1 additional compensation ot even mcdiﬂcuti.on of the pfodu€t!rm
12- | ‘rate so as to leave this, fdr Iack of .4 better tetm, dhtaul red
) 13 oll 1n the g,wund untib the nev intercsc, quatified . ”“terest, :
. . 14 | holder co% four/d. 1‘1&} wider those citcmgtdm%/
g % becuuu iﬁ‘ Zard of Having t& take on Quc’hdd/faﬂlsd(f
ie of1, a field apatatot cdnttécwr bidding fo /thtgast )
iz parcei. might diuoune Gis bi:l/ f}/t, ‘f”largese pai?ef for j ’
) 18 A th{aﬁ resson alone, - = . 5 ° >
. 1 HIL// D2 mank you, His uaai €. HI, uﬁtlctstand(ng,
IS <as that he would sell 1t to the best vpice that K& eoyld - _/éﬂ o
T a1 get, and 1f’ 1t was a matter of tankage, e would Kave 't = o
= 59 1 seil 14) famediately, 90 :hdr, ‘Seems to we of jofe concern. , 2
i 9% I = MR, HOR‘I'IG, mig was° a4 suggestion as %; 4 possible
) ‘ 24 - method of lumddng 1€ under the comcact, and woald o .
R £ ‘ Vgs { - definitely would be7in the area to be exploted by the . i =
: R, . 38 g respentive su(fs {n- tems e‘r£ fecmnding q final chttaCt ” o
ﬁ '27 ¢ back to the Courcil. S s ' . 7 ==
o . 28 g COVERHOR ARDERSON: M. ﬁuﬂ:{g, 1 d 1ike to ask --- ,,1l!/n?/ / o
. wmle break 1n on that defaultes. What happens to his sdvanced R
) ) a0 faytlty'i 1 dor’t ses whete you have ga;wfﬁingk to lose 1f ‘
21 so-n;body puts up scwe sdvqgga,_«zﬁéy omd ve ,araoanly goirlg on @
N ) =4 : = P
E 5 ¥ Re) s
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(\: what we are ytoducir/g éach day and vc are aclllng at the

market prics: at that eiws, 1 don’ ¢ see whm:e ve would do
anytntng tut gofn 1}7 smbcd/ dmp‘md tﬁe;t intereﬂ:, B ,
don't sce vhere therd i3 a jeogatd/, ﬁacm f.a me Iilv.c it:
wey!d be 8 good disl for someone if one ot the pe/of)lc -

dfapped» thelz interest. There 15 :wmthlng bidng raiscd

1 e’/on t-understand. - ’ -
¥, HORTIC: T hope 1 di dw’c 1nfcz that thevc vas any

jeopardy. - ¥ would agree with yaur analysis, Covernorx
“hndcmén.z The only difffcuitics nherent fn this situscion
a1 as to vhat sort of //hazm'd to the Mddcr, the bidder
for thc ﬂcid opcraﬂng c(mcracc voul%eel cxisud by ’
‘reason of this type o[ operation. Q ,

- COVERNOR MDEGON: There s no hazard, but 1s it an

advantage to him? 1 ﬂze 0o bzzud to mycme, except thcc

L
el

[\

B

guy that gives up his inwten and his advanced royalty. ' K

. We are tilking about oil that h bcﬁng solé eve*y day aml at

A _current matket pdcs, B
MR. HORTIC:
l!nder the proposed tom of contract, the. 1ndividual undivhlcd

f)l

interut iwldct would mzket iils share o>£‘ c!m ail.

That v’c‘cotﬂ:cc, Goveraor Anderson.

He would

”huve the conuuu. 1f hc dcfnult-d lost hi.s contrace,

=3

no longer had a nd'-:f wilked off from tbe operation, for

whatever reuon, then thcfe would b@z chag number of barze 1o . .

of 011 every c!ay that ‘the ﬁcld ope-ating contractor efther
under, the present propossl ‘would ‘have to uke physicn\
custody of, whuh he 4id ‘not previously,. and would have

te provide 8 nrkec for, -n opctat!.gn which he did nce
conduct pmviously, 811 of which would be an nddutoml
opentin; durden on the ﬂeld opeuung contgsctcr. 1£ thc

field ogeuting cmttaccor conside ed this as a realistic o

f\/\\ / ‘

G B
/
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i gzed, Invcstigaic ait;qrmtivc opcfatlng procedurcs whem!f} v
‘. such a d1fftcylty and sudden Imposititn on a fleld-

. Bondha

TSI

=g

pouibilfty of . hapgcning in the operatixm, he would
pmbably take insurance against this 1a temms of diueunting
bis bid “for the privil loge of bgcomi'hg a ilald opcra:tnr

‘On the other kand, -one of tlw, -frctors that ° : : : N
can be yveviewed, and will be, 1 om sure, 1f w& can have _ : ' '
the staff conferences which we hope axe going to be zuthcr-

contiractor, -

opcmuné contracter necd not cvcni:smté' as, ‘for exampie,
evalunte what effect there would be u tham rmu a dcfnult
as to 57, of the 011 Iorexnmple, tc simply rcduce the o , g
pmuugtU Tate frem the ficld by 5%, Icaveﬂ\that oil in > _
the gtoungi, makc the remaining dtstr butionx until such ﬁ,f ' : e
time a3 a new 1ntetesc holdet had bid for and was qntitled 5
ofl.
mo\t icatlonl that can\@ suggasted; and 3 number of .,

‘Ihere are o ntﬁ-nbct of

@

\w yeceive the 57. of tae

me:ro o£ elimdnating the ditficulticu that counczlman = e -

pointed up do exist in sm of the oreposals

that are now befcrc the f‘mmdl and the Lands Comission o - y '

© MR. Cl{AHPION : £xcuse e -- might it not slso be )

w N
g N N

btrue, ?xowcvcr, that depending on the .state of thc contracto~, o

And .
1 think this is the point Licutcnnnt Governor La 'rying <5: - @

he might be very happy to gct that ndditinnnl nil"

co make. It could vo:k both ways, I mcan, he may be subject

t.o ‘having more oil thamhe 18 in a poution to handlc or  9F_~o
r../
he may be in a° very advantageocus position of Being ab‘e

to pick up.more 05,1 than he hi.the:to had end cou[d use
!

2

>

in the operation.

B o i

MR. BOND: Mr. Chnmpion, mybe the pol,n did not come . ° s 9
N , :

24%7% Q Qa :

ot clear here. 1t is 'my underptandm; that in case -of a, i

dcfault, the field contucto_,hau to. uke thru oil He t'.hen ‘ Cose
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’ 28 <l going to bid upoh us, bi::] on our products. How natutnlly

ok

; e ~ © ) B
wili sell it -- he caun»‘ﬂt SEHTe étg\for;veg -~ he 91110"%/,%:;11
it for the highest offer, not the highest pested price,
and perhaps ;hczé i& an extfa‘ quantity of/‘this oil in the
Eiéld at that ‘Vtime and he can't et it at the posted, get
the posted- p:ice for H;. so this is-a dnngnr that 1s not .

I

nssumed by the Eield coatractor, but by t_he“ City and the - v

statc o N RN ~ =

=1

HR. Ct-ffn‘l\P!ONu - I ngme uith you, bu: 3 think that what

I8

\\'] LU N ’ 3
! .
3

Mr. Hortig said-is still true. 'rhete axe vays to deal with °
this .aituation where it does not involve a risk on the part

of the field corgtracto:, =
~ °  MR. GRANT: Nr. Chairman -- . B

° 5 . o

for quite a few moments. Hr\, nsell’ _ T
- MR MANSELL: Go shead,°Mr. ,Gmnt .
MR. GRAN'L‘: 1 dust unnted to poinr out - that duting our
converution this afternoon it develo%ed by the State o
officiall, the poucy :hat is 1nvolve( uh[ch 1is quite

1mportan: to them, taking into conslderation 011 Eacton

1nvolved Further, whit we are doing now 1s guessing on

=0

what might take place in the event of certain acticns on the

i
|
? entering, into a problem where you are going to hnve to work

“out a basic proce\dnm that will fit our neads, and perhaps

| “you wiu mke some mistakes; well that's been done in the

past. and 1 aope we don't ina the future <~ but nevcrthcles-' -

T we m;e“ golng try and apgarently ‘outguess those tﬁat are

i\

Q

everyone 1mml-;ed nere uants the best progtam possiblegfcr
the Stste and the City of Long Beach. I tgink that’ ‘primarily
: ﬂj wzated to point out those tva itgen:. the items that were -

s ; i . B

‘fﬂE HAYOR: Mr. Grang, Mr, Mansell has been waiting heroe - .

part of bidders, and.so forth. It seems ‘to me that we arc’ o

D e

. of
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s s a e
. ‘

Al

(N

[



A

]

NS S5

= " < o o Y
: L ) ’ o T e .
> o ; ‘ LN :°
1y, ,basically 8 matter of policy, uhich :ls very dmportant and s
2 . ‘the fu:ther [act that the majoee: 1tem(\ that we axe discussing D
3 fln\te completciy conjectute, and chey wﬂl; have to be worked ~ 4
» 4' out R the basiq of the saggestionss made thzt‘t you get f’ac ) ’ G /
5 Ttogethet nnd werk cut‘a solution, and tha* may b.. “done, 0N\ v . )
6 ] 1am quite sure, satisfnctorﬂy to #il-of us. f_; Y Iy v
,7';\‘@?{; THE MAYOR: My, Crow. A O° C W Os ¢
'8;% x MR.,,CI!OW:’- Mr. Champion,ﬁz"aiwuys ﬁgt- back,to the‘ 0 oo
- ‘)9\ , factor of public policy We can flower this up all we \ 0, “ 7 R
10 unnc, 1asx far as what the State uouId like and ‘what we: wouxd i B “ -
: 11~ iike, but I think the main dlscussion pcdnt that we havc ) % )
I2 today 1s° on(}the undivldﬂd dnteres’t._ So 1 really don, " ° R
13 know before ;e leave. this rToom: today uhether we ui‘l h;ve . 7 ,; e o
14 | reached any cnnclusive pos*l tion uhat-aevet, but I would like - - 5 T
15 to .eel that we, a-\d 1f we do admum. :nat we somewhat, . g & . )
16 you somewhat have the feeling of the gouncﬂ as it may be, ) j& SR ",
17 §  how they feel about undivs.ded Tnterest The public poliry e a ﬁ% & =
013 that we have heard quite often here today -- undoubtcdly 45 7 T
19 , whatever-it is -~ is guided and 1nf1uenced by the Stnte CO:
20 Legislatureg 'Rfat ‘being true, Mr. DChampi?n, did no!:' the N ) 4\
21 ‘Assembly unanimously advocate ‘the approval of the Long‘ a N .
22 Beach approach to this oil ceatract, and did not the ’ o
23 Senate “réject-the fLSulIivan Report and put it into an ”
24 i Interim study" Now if thcse “two ﬁiirgi are true, if the T -
25 ! State Leéislature had unanimously approved the aé;;oncﬁ '3 L S !
726 that Zhe City of Long Beach has to this problem, then 1 = . .
42? ) um.ld ask you, Ht. Champion. where i< the public palicy C " 5
a8 coming from if 1€ 1s not coming from the State Legislature . Mmj?"
290 || which has unanimously- approved our -_éositign, tﬁén‘uho;are L ’ { C.U ol
.300 :t/bhe‘opecple/ vho-are establishing public policy as ‘far as 2o
5 Sa;rayiht; is. ccncerred? ’ = | ﬁ
,8 V2 T o ’ ’ 3
2 N G e
i o © .
o 59, <
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21, , _-MR. ?-"HAHPION' ?JTT don't mea:; the leg&slatdrél y“‘ouV ? ' w ;\
2 s mean the Assembly? = ' ) S T e SRR
3 HR CROW: ?me:ﬁm the l‘ssemb‘[y, yes. B ) ! - \io ) v “
4 , HR CHAHPION' 1 think probably the postutc here 1s ° ; T e :.,i{f»o o
5 'fimbf‘y this s that there was not an agtecment, {hat the N o
) :; ) Legislature has notutaken cencxusive action that Ctht:dre . o \; Py
S 7 aas acti L1y ”taken in tbe Assembly, the-e was at.tlon takgn fy I f Qc ’ :o o
g °f in the Senate, " ‘that 1f He do_ rot £ind or J:n our own’ responsibi i e L
@ | . some agreement in this rea,ﬁ that: it will go back to- the = o . R
ig 1 _Legislature and _the Senate Nnd the As;embly w:l.ll have to S ) -
11 work dut their diffetences on :nis, and that thls will N .
12 then be a conulusive legislative finding. l‘i‘hetje was nﬁ o ) L
13 conclusive leg‘.slntlve fiﬁding. e T = ’ - . |
14 MR CR(H Yes, Mr. Cham n, bqt I feel that: inasm.c‘h e = '
15 as the Assem%ly %\.or{yccmed -as far n\s\t.he City of Long (\X «’ J / o
;LB Beach 15 ccncemed is this problem, thut we ha\?e éomewhat ‘ - »}
17 the o:ﬂcial ble;sing as to’olr approach is concen-ed Now; - - = ) |
18 if there b&\problems that we have nothfng. no knowledge of, > Ye 70
19 or xﬂ sor,eone is magnifying a sit.mtion way beyond N T e
20 pmportlon, then. 1 woum think t.hat it would be fair that ur g
21 would knov these: cpcsit:ions Bu-.(/ he way thfxt: 1 sce 1r., as
22 has %e%n toid to me and uhat I have read and uhat 1 have q .
.23 'Vleamed from Gur City Hanager and C11:y Attorney is this, is _ R P2
24 |  that although t‘xey have not genuine ap(pmval for cvery,thing & \\:
25 3. 'th% we hdve done, more gr Ieaz they are unat;imous in theit 7 C? ) ‘ i
26 [- opinion that we are going along on the dght pash. o T :7‘
27 W B think to fiyselE, Hr. Champion, and 1 must o o ,,: ‘
2% speak up loudly H!'E?L X thlnk to myself that them undoub&;ﬁl a0
20 Jj are some interests in the State’ who want it this particuldr . C{ c - e
‘:\S‘_dj'; } way, and 'chete are those uho van: 1!: the other way, thc ) ) Y i
31 ; undivided‘portilon. Now- gcttlng to public Ucy, tn" T . . oc
IR L c [
T X 60. . : ) -
' . Q
) . & e 0
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R Assembl.y has - ‘more or leas sanctioned our position, and ’ &
i 2. inasmuch as. they have, ‘what. seems to be’ the concern as ° R G- 4 ’
: ;J .3 fhrns \.‘\ese othe? interests are? ' : O
0 , 4 MR. CHAHPD'JN‘ ¥ell, lct me zay srmply this. and I D
“ g 5 speak for myself.” Eundament‘—. 1y we have taken the posit:lon = N -
G | at the State Lands Ccum:is,-ziop, we exp )essed it ta you in .
° 7 § the previous propnnali Petsonally 1 take the po=1tion that - ; o
0}5 ‘;5 this is good publ‘ic nolicy.;,lf thie legi.llatuxe is <+~ ifw B /
8> we cannot reach an agteem?nt,yto uhat is zood public . E o
10 ”\vpolicy here, 8‘;‘)] 1f we have differences,-then I think the o - ’
21 | only thing t5=do is_ts stop looking at the advisoties that h Tk \
1% we recnive from the 9ssembly or ftom the Senate Rcsearch A ,k'\'] .
) m Compittee or from anyone else, and take t‘lis ‘whole matter L
14 % to the legislatute and let, tbem resolve it. If we can't do ;%Ji—r» .
15 I so, that is, the form in whi-h 1t should te tesalved As (‘ o o
16 | ‘matters now sl:and the body fixed with the legal respon- T u v
17 sibility _/or appmvlng this con*rac is the Statc Lands N ;
18 cOmission, and it has nothing to do with any in}:rcsts in S € (
NELRN it it nas to do simply with our judgement. as to Hhat bes:. 5 B
@ 20 7_4? protects She intexest::o‘ the State. We ‘have the re&pon- i ’
?1 sibility, no one else. The legi.slature can alter the y 0
i 22 ! conditions of that :esponsibility, £ 1t ufshes to do so, u : A '
2 but as far as I am concerned unril “the legi;lature takes’ 7 ff/ .
. 2% that action legally and fomuv and as/m a vhole body, 2s I i o .
25 | cata earliet, not a matter ‘of 4i fference betvcen two bodies . ST
26 er betveen _Broups in the two bodies, then this Commission = ]
@y 27 has. titat responsibi”lityz 4And 1 did not mean by anything e e fi’ ~
/;/53/ . 1 said to indicate that the legislature was d?etemininsr : /w %_(q\
) 29 " -this as of ‘now. -1 said that unless we coul.d reach an == (/// v
%0 agre:@gn: they were going to! 2 . e T ‘ N .
31 M. CROW: Well, now it hns been infemd_to ‘we that’}; «
- - .o
5 [ n ' 61. - ° o =
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1 'public policy 1s more or less regulated and gt.idcd and / o
2': influenced by the leglslature, -and now ycu are tell.lng :/, A
3 ‘Mr. Champion, that perhaps the public policy is etemming\\— e
4 . from the State Lands Commission. : 9 - I\ ) ‘ ) :
5 MR. CHAHPION Public policy is the ju&ge;ght of the . A
:5 Vpeople held responsible fot any_ given act, whar. they consider 4 ‘ °
-;{ _ to be in the public inteze:?t, We are given “the responsibiiity =
8 || of determining in this case what we consider to be in’ che - 9
o) public interest. . We can’t talk about public policy as if i \\
10 it wete law* obviouslv not. 1f we (are going ;to have law in : v &
n this area, the legislature is ggj.ng fo write new law. _ In y
12 the mecantime, we htw\e to act fn our, dlscretion Hithin the / : .
13 areas set forth by the present law. And I don't t’hink Vs { /"le
14 -anybody feels that we are outside that area of d1s¢_:xetion. e k\ . // :
.18 {3 MR. ‘CROW: You wo‘.ldn t say that. the State I_segislaturc /f/f:/’/ - .
a6 has taken- a position sayi 14 thdy the City of Long Beach is , ‘ ’ )
17 ‘ contrary to gqud,public polircynéé\l?ar as the - ) I3 .
jag MR. CHAMPION: Not at all, not at all. ’ ” ~ T, s
19 . MR, CROW: That's tig,lg: ) o . »
20 °  MR. CHAMPION: 1T might say one other thing about this,

31' "and that is, {t seems to me, not fu this discussion, but at

V 29 some of the previous ‘discussiong, we did want to exblore
23 | hypothetically this tking, but I think it would be . yery
helpful to both of us {f with this kind of background the’

:3503 staff now explored the pos ibilities, :cetumcd to each of us

a0
ry

26 with a specific pzoposal agaiast which we could pose many o T
27 of the questions that have been posed here today. And that
28 probably this ifs, .at this point would gec to be a more

20 Je hhittul procee}ling thn to cuntip.le \u.th a numbet of more -

:50 % hvpothases. . .

k.5 O MR. CROW: You Gor! tQ:are whether divided 1ntere=\t or / e

’ “ [ . © o - E Y
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~fslleui-=g ~a dine of” prgcedutc U;fhich is dclcgatou Lmthis

N group, and 1 would much _rather gee 1t in hischands "thnns o

) for a 1007 control.
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. undiv;dcd 1nteres?t that's all it amounts to. We can == 0'0'53
< M. GRANT‘ 1 agtee uiLh Mr. CFampion, and he 1s e

ey R

ﬁf/\//ﬁ

elsevhere. “ L e e s N

[ » e e
o .

THE MAYOR: Govcmor Anderson.’, - . Ce

\\f GOVERNOR AND{:RSO) ;T wented to ask M. Holrtig a

question cnrliet, 13 wnsn t ablc to get to it. Frank, ¢ s ©

there seemed fu be some, uhen you were mald.ng y%'.:-r‘htenkdoun

earuer of thi 100% doun “to 601 and down to the other. - @
Q & s & s

thete seemed lio be an. accepmnce - mnybe 1°am urong

~that someone would pay a higher: price a premium price . °

Nou is this some\}dng We have evidence

o i

s EU

MR, HORTIG: This is calculnted ag.a most probable s 7

result out of the entire range of "esulcs, based on

e\tperience of what has happened in connecci,on uith both

priot setvico' cont::acts, 1£ ycu will, that have been . N
&

lssutg to date by the c1ty "of _Long Beach tlie expectations -

on the reneual

GOVERNOR ANDERSON : Anyth{uig’:hu Eig anywhere, Fragk,

8]

anythlng of this size nnywhere(
HR HORTIG
GOV'-‘ RNOR ANDI:RSON'

-:\ F<’Z
No, ‘sirs - @ P

0

In othct uords, we are spccu}ativc

on there will be a premiun paid for this, ared't wel.
g

MR, HORTIG - We are specuiating that there coul.d be a o
ptemium paid for- th:ls, yes. o oo : Al °
* GOVERNOR ANDERSON* Now t:he second thing, you used a .

§ o o :

ﬂgum oﬁ 160 000 batrexa per day. Hou smany potential or -

pzosppctive bldders do we have thex. could hnndle tﬁat

amount? & .

i
oo

axy,

63.

’ on, or some specu‘lntion? ) =e . S
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’ﬁ%ﬁ HORTIG:

GOVERNOR ANDERSON: - How many, do we-have any, without ;

MR. HORTIG:

. GOVERNOR ANDERSON:

MR. HORTIG

GOVE RNOR ANDE RSON:

MR. HORTIG:

1 %’
_GOVERNOR ANDERSON:

MK HORTIG:

~
N

160,000.

5 MR. HORTIG:

GOVERNOR ANDERSON

that'

A\

MR. HORTIG:

o )

° B omher words, you conld probably mulliply

GOVERNOR ANDERSON:

MR. HORIIG:

GOVERNOR ANDERSON:

)

<

. »GOVERNOR ANDERSON:

Rélatiﬁctymféw.

Combinntions of ldrper opcrarors in

We could have.
Probably three.

Three, yes, sir

5
<

That 1s/£orrcct

&

Inagsmuch as th% thteefpotent{nl groups

groups might be in position to bid.

Ten’

By %lne or ten

=

64 .-

|

) building additional rskinerics and things
California could handle this amount of production.
they “put a combine together, do we.h1ve moré than one’

But probably ni;t'.f

Probably thfée?,

" Three pqtential bidders for

we have if we dropped 1t doun to, sﬁy~ihe 45 or- 507, of

this by a facter of thres, nine or ten.

In other woxds,hue might one if

How many prospective bidders would

Eaat we have theorizedctoj:taking it for round’numbers,y
iﬁo 000 barréis a day, and even gr we cut it down to
. 50,000 bartcls a day for the largest pgrcel, plobably every-

one of the individeal companics that go to make up thc throc

M\

Now 1f a successful bgdder oot this
(1rst fl:st bid he was the one. ona of the same ones thnt

ganted to even pay thatzhigheriggicqyto:»the IOOZ, what

§

o
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’ evidcnce do you havc that he wouldn' t thcn !c&lﬁ)\bo out -

- and bid ugainst othevxcompctitten highcr thnn he uould kave .

before, to get that second 2577 E m o

MR. HORTIG: There is nbso‘utnly no ev1dcnce and no

v

GOVERNOR ANDERSON: And 1f he gets that second, and .

assurance this could not bc

these will all be closed blds at the same-time, wqth they?

=l

MR. HORTIG: No. B

<

GOVERNOR ‘ANDERSON: T mean, each one will have a chance

.to bid iga@nst each other, all ten of these groups?” o=

‘?R,;HORTIG: For one undividg? tnte:est at ofie time, ycs
N ) GOVERNOR:ANDERSON One at a Efme, so _you will haveoa
continual competitioff, nndzlf one outfltuteally wantod

1001 to give you a real prcmlqm;%and we rejéct this, and 1
he would still want 1t,”1 ;;csume, and then he comes. if he
comes in and gets the &51. and Ehen he°si111 mak;s sure-he. .
gets his 251. he is going to <come out right at the top, )
maybe. I mean 1 think’ if you are talking about dollars'
and cents, I think 457 will btfﬁgwﬁigf;;:mcre than the .
‘1007.. 1 Bust wanted to shbw.that there could be specu- - ‘

lation either way. 1 think this is uhat we ought to

Drealize it is speculation. ’ , R o

THE MAYOR: Mr. Manscll. —_— o= p -

" MR. MANSELL: ' I&thlﬁk’therc is”a lot of speculation in

o
0

nything that we do, and T think that the number ?f peopleL .,
that bid on any commodlty isn't necessarily the ﬁ%ime L
results. 1 think~it is the tesults that-coaﬁt is the'facror.
Now we say that nine people could bid, and then,we say thar ‘
-fione of them could handle 4t lndtvidually Thé”City of ‘.o s{
Lo..b Beach designed thia frontract~to atttact the numﬁer S

of companie; fused toggthet,tovmake the bid.. 1 agree with

=

s
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Mr. Hortig 1001, that the greatest percéhtage that you

\\\\\

“have: in the top is the best bid you ‘are going to have Now .

i1f we would discount the bid ‘as the exanpie that he gave,
the 607, theMSOZ, and it was going to” be disceunted 207,
then out of the remaining 40% of the bid:they would have_
to bid-33-1/3% above what they would ordineri!y bid to

. make up the 207 ‘that you Iosf in the beginning..

‘And we, we can saywe n;g,gotng to have more

:fcompetition, biit there's thqge,ofiﬁs bidding and we know

that when Mr. Champion gets ls bid he is going to be out
,of 1t, and that would lease’ covcrno; Anderson and I to bid,
and when Govetnor A:S)tson got his bid, that's aIl the oil
ke can handle, so- consequently. Govetnor, thls can wotk

on the downgrade’ that by eliminating competition as ;ou .
go along,,that the’ Eellow got all the cil he needs, and
Frank indicates here that it is a mattet of hou ‘you could
teliz’aeit refining capabilities, and he gets out.of the
ballgame entitely. then you know he, 1s° “not éoing to bid
against us, and what 19 left could drnstically

2

. You haven®t eliminated them.

©

GOVFRLOR ANDEBSON
Fra(k said; there, were probably nine or ten outfits that
could bid for the biggest amount, and you,are only talking

- about --

HRQ~HANSELL‘ Yes, bat they arg not going to bid on
9

every amounth but you agreed Sir. that no one»eompany could

handle 1it. He have eliminated one important faeto: hete

that hasn't been mentioned by anybody

L the cust of the fact that these peoplc that have the’ﬁ5

o o

the 25 and 15°-- 551 of the people, SSZ oE your interests
has to tely on 65% .x “the interest to ‘run his operation
fot>hiq: Qow much is he going toodiscount. the fact that(

4

«0 . . - (v\;\'; ) )

EeS
[}

discounted

o -

. 'the cost of opetatlon

N
£

~

o
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o
he has no say? How much is he. going to discouut the fact -
tnat he is not operating himself’ I think' that' s one, of
the main facr.ots in here, thavahen you -- the number you
bting in’ and the more people you bting in, you nte going <
to eventually run out of bidders in here . nnd Tun out of

competi tion.

, 1 think that there are. avenues on nll phases thnt

a

can ke ex’plored but - our: position here 13 t‘hat the closest

Jou can get to the 1007. 18 _the best pqglsible return that

- you can make- for the Cicy and State and that hus always

been the public policy of this ‘c:lty, is to get Tthe highest

possible retum into tha co‘fers -as a’ tsusl:
A,'i

-we t‘eel that there are some mmifications here, and we will

- discuss all of them with Mr. Hottig, vbiit this” operation :lr

my opinion is cne of the big- points, as Mr. Desmond

-

explained to this Con'mittee ‘fa\: back that we a;:e trying to
force by bid or «force involuntary combines hexe to ‘take i
the oil, when in reality these same combines can get Etogcthe"

and otganize end Eom a groupiof companies and set up tbeir
£g -

own by-laws as they go along, and in my opinion get make a

a far bettet bid than on this basis . , O

- 1 think vwhen you consicer the operation feasibil“
of this and the discounting of cge bid less. than 100%,

o cbc
v @(;

would like to see the situation, thcorctical situation and.
Po] w/c'

B would s;l 10 like to see 1f this= thing couldn(f:: be bid both

Ou g a2 -0

ways., 10G7. basis end the LSvﬂand the othet, and explgre o a® Lo

that and get. ao ofgicial b’tittew upiﬁion from the- Atcomey

= e

‘it' couidn*"t be “oid on both ebases

General --; i i
'NE ‘HAYOR'
HR. SULLIVAN

o

Hr Sullfvan o E <

o

Hr anseu t:he same ptoposition that o

concems the people o£ Leng aaeach far more t‘han the: income

N N R
o2

»
;1-7
h,/_ﬁ
o

And cerni nly

¥
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: _ﬂprovided that any compnny uhich \kCﬂlé! a cnntmctoz o~ i.rz

L= ) [=3 i -

i.s their w2li- bei.ng, and’ that® s the problem of subs"dence,

subsidence pratection Now you, as the City Hannget. could .or 5

you glve us you: estimate on the operation of ;subsidence o -, "
== s

co{\trol ‘with one uadivided inte:est, or spli.t up? ‘I mean LT .

what which ls the most advantageous" . = C s S e L

e

\J ; ] e

MR. HANSELL The\ way I. see 1t,UHr Sullivan, the N

B ® >

State ] proposal to the City, the public wov.ld be udeqhately

protected under elther method because they are going to

o ‘._‘,....,A P

have the one\contractor that uould be njsponsjb!,e, and T
think that 1s cne of the things that‘) we can all take cheet
about, ‘that w- all agree on uhat 1. consideria very major T ;

phase of the contradct, _the subsldenc&control. LT . R

<=

o3

THE:MAYOR: Mr. Kealer. - " -. -~ . .
HR I(EALER Under exxsting contract as 1t ”is urittcn, ’ o @

1e]

~the Citcy haa'control over the rates of ptoduction and the

G

hsodling of 1t so that it vould at al¥ timés still be 1n. .
charge of the pzessure maintenam:e?pmgram '

THE MAYOR: _Are thetwe any othet obsetvatio-zs‘-‘ Yes, Ss e

N1

0 -

Hr 51etoty . : : O ee Ca s o2t o,

” ‘o - e -s ot
\.

MR. SIEROIY Befoxe wé deave, I d like to go_ bwck to o .

a point that was btough-. out by Hr Champion brleﬂy <

Mr. D”m“d fefﬂ‘md tO something that Mr: Shavelson vas < Coy

©

going to present. wtthout getting Hé shavelson 1nvolved,0 .o Se e V

very slmply 1 just would l1ke ic to e rulqed aga:ln so tﬁat 5 6 \
ve ‘don't forget y § 34 and @at 1s limply the’ problcm-oﬁ T Q . /Z

»f’

developing an adeqnate prlcing mechanism. He talked about -

0 highest posted price average posted price, prevailing

market price, and 1'd like to’ ask this questlon. vhether“"r o v

' the conttact as proposed would include that provisio-: which =~

was included ln the L’ B 0. D repllce-ent contnct. uhich

4 AR -

Qo
&b\:

68. .
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i _._time was that there was no way of detemlning ie.

. o < T
R . B LT > . « a
= . e & ) @ s

this case I nould say it would be anyone who uould be the
kigh bidder on an undivided intemst“-- would be obligated

te- reveal to thz ctty and State its purchases and sales, not

only in the ﬂiln\}ngton field but in the S:lgnal Hi1T fleld,
'_the Inglewood fleld, and the Huntington Beach Held with

that pt_ovislon, - Is that prov:lsion a pa:: of this ‘contract

st this tige? g T ) f’ :
MR. DESMOND: » Mr. Hayor, 1'd sugges: that Mr. ungle
ey D
reply to 1it. . | ®
° - : , Sl e e
5 " m LINGIE:~ No, ‘it is not in any of the existing
ptoposed conttacts, but 1 tnlnk from & legal standpolnt 1t
‘ 19 entitelv feasible, f ) d e c}Q e L
‘ “MR. SIEROTY: 1 would hope, that it will be included.

i‘Along ‘those lines, T think__ t.ha,'_g the objection vh;cjl was.

: u::iaed to the L.B.0.D. replncefneni ccont'tact; ‘the suggestion
that 1 ma“e tha: 15‘, trying to get a prevailing market
price -ag a standard, ,the objectlo} that was raised at that -

He don t

N/

have any 1n£omation 'd ke to point out that we' would

be gathering 1nformation, because we vfll have ‘..nfotmation
resulting from the L B.O. D\‘;%ontracto:, his putchgses and

%ales in th_ese axj_eas.

R

on ail of ti’ae puréiuises -and sales Etom contta‘étors fi:eld s

contractor and other interests having uorking 1nterest~
win this Eaat Hilmingto-l fleld:
sell off 12- 1/27., vhich uill give us from time to time some
“test of ‘the urket and in addition to that l:he staff can
. be-gathering voluntary 1nformtlon and infomtion from
So I think the ~1dea of worklng cut sone

B 2

mechanim for developing a prevai ing na:kes: price as one .

:other sources.

Additionally we 9111 have informaticn

He will be in"a’{osition to .

standard to .80 with the nverage posted or the highent@steu

< o
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personal thanks to you, Mr. Champion, and Govet\\or Anderson,

Ty
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price, is ‘easible and i;gould like that to be explored i

\\

too by the staffs in th"lr meotings. S e - .

THE MAYOR: Is there anything furthcr7 Mr. Kealer,

,G - ) Y

do you have a motion? )
_MR. KEALER: I think that tbe first becnuse I maynot -
get the opportunity to say it iater, 1 want to express my

2

and Hr Cranston, for your willingness ‘not only of taking Do

°

your valuable time to come doun here, _butx; nm ‘also e,

appreciative of the recevtive uttitude that you- have had 1v

* these discussions 1 think that we are part vsy}lhone vhen

we have that attituue and point ‘of view. It is perfectly - =5
‘obvious tnat further discussions are going © ge necessnry. .

.and 1f there is nd E!g:ther discussion, 1 vould like<i to

- move that the State Lands Connission, that the representative

- of the Lands Conmission and a representative of the City of, T

- Long Beach get together and discuss thorough‘iy all of these- G .
matters that have been. bxought before us, and then come to ° ’ °
us, the Lands Commission and the Council, utth their t
findings so_ that ve may act on them _ : SN .
.. THE MAYOR: 1s this n th& form of a motion? - S
Zﬁm{//p:u:a Yes. ;;i{ Pl L

MR, CRANT: 1 second it. i ) o -
THE MAYOR: Hotion by Councilmsn l(eonﬁ—f, seconded by - T ,V

Councilman Grant, that in:xnediate study be made of the = -
observations gone into in todsy s meeting, and that the
stsff members of both-our. body snd the State l.ands Commissioa
submit the respective proposals to the two bodies.so that we
may act upon ic in the near future. 7 A 7

_p.—

v Mz Sullivs‘n' '_ - . P ) -

MR. SULLIVAN:

Z

1'd like to tespectfuliy suggest that

2]

)
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E 1 when that report is veady,. that another meeting be held “‘“ )
- 2] stmilar to this, instead of - we'd be glad to meet with )
’ - /f"";'s’ you gentlemen if you 'd 1ike to have us come tif / Los Angeles. e ko' R
. .4 we will coopetate. and -- but. I Lh/infk we are going to make o ;: ‘
) ‘/‘:j 4 some hcadway in this type oi' a mceting, rather than having 5 . s,
© ) 8 two or three teptesentntives run up to Sacramento. I g z ’
7 think the City of Long Beach would frown on the entire
e e L 8 :Council end evetybodyoi'le“eing up thete, but if we could do ¢ . -
: . &9 this and hold future meetings at this lcvel 1 think ve ) ' e S
- 10 I might accomplish that. 1'd likeato respectfully suggest ; o
. 11 | that, & éeé;i\f the:State Lands would be in agreement on it. ' T ‘
(r\ ’ SR : HR CHAMPION Yes. 1 thi'\k that what we might just o ; °
AN 13 ]| .do is have a genetal undetstanding in Los ”nngeles. We . 7 o ; :
: 2
> 14 || , meet there alc..matively, and that s no difficulty, and vhen g o
e Lo 15 | we see uhnt we have got, if there is.some sort ‘of_an agree- o ‘
| , ’ 16 ment if thereais a basis £or discussion, why, 1 think = ) . (
; GG ' 17 | can speak for the Commission, they d be very glad to have\\ ] ’ - ;
. 18 | such a further meeting. . o : L s
C e '1'd lke to take this oppo:tunity again to thani s )
20 ym?j for .your couﬂ:esy ond attcntionaand unde:standing of o R
© __“‘ 21 - OI.hS probiems and out position and 1 do hope’\*that onRing ; )
- ° 3LM through the staff we can come to an eatly ‘and satisfactory o
- ) 23 conclusion’ for everybody. o Ty N o \
’ "24 I - TI!E HAYDR Befote we leave that point, I think - o \\ RN
’ 25 ‘ probably we should have. some exptession fm\the City 7 Cé sty
gc’ ?% Attomey s office uhethet the Citv Council could legally 5 o .
.\ 0 27 hold & meeting outside the limits of the City of Long A 7 Q
o ’ \ 28 : :'Beach , - ) e ¢ i o
S 20 | MR. DESMOND: T wiil be glad- to look into that. et o o
7 30 . THBH\YOR Mr. Crow. e w T I‘[ N 4
= | B 31 | o o Ha cqou{ _Speaking of Hr Kealer motion, at the tiik Q\ ; ?q 7
2 R s . = a ) - : "
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of offending this hono:able:body uﬁo took an oppg;tuuity to

be ptesenn hete today, end naturally we are a11 very o

& =

.thankful that we are getting tO‘it 1 could only summati.e, 7
Mr. Chaitman, that innsmth as the Asscmbly has 1indicated
its approval of our posision and thereby eawahlishing public

ground as far as the City of Long Deach is concerned, and o

I uould like to at this innt reiteraternnd put in the forr E
of a moﬁion. iffneceasary. that insofat as the dividcd .

fevrs
interests&é&e conce:ned that this Council 1s not in ?avor 2

of such an act. I say that for the exg}ess reaqon that .

today I have- had --ﬂand in a11 due: respect to you gentlemen,

O

nothing that you have said has influenced ne:eofthe extent

that 1 fee{ tﬁaf your position is any mo:e tenable than ourc,

o
and not as profitable'v Nov this is nct said in any uay to .

22,
cause undue anger or_ to hurt anyone s feelings,gbut 1 in

Z 7
all honggf;/%s a repreaentative of’ The City £ Long Beach
feel that thie best possible return will be made on an
undivided type of an interest, “and I could never support

any,change in:tngt policy. And T knov that it is a rather
°harshietateuent, Mr. Champion, and. 1 apofoéize to you and. ’
he test of you honorable ‘gentlemen here today, but

A nevertheless, that is my position. .I feel that we have

J taken it in pll good sincerity, and I see no rea;\h uhat-
] ssézer to change o:r positien And in all of these meetings
by depaf? nt heads and -such-are only going to, be covcetned
° primarily with divided or undivided interests, and 1 think
" that this Council should today take a position one way or
Wanother how they éegloaﬁout it at this 9articulaz time so

. there is no doubt left in these gentlemen's mindl, 80 that

vhen thev tetLrn to Sac:amentoporfretutn to Los Angeles, the

;3 G

,;tO - ” :,.
o . B % & G

50
c
o
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policy, it uouldrlead me.-to believewthat we . nre 6n"somd ©
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> that will woxi:.

@However, Mr. Crow, we have sent people to Slcramento and

9 ©

official expreas*on—of the City of Long Beach.
KEALER:

tixis 18 <the
MR. Mr "Mayor, may,. 1 respectfully suggeat

that the motion as it 1s phrasedjgoes not foreclose any »”f

method; that this 1s to explore everything and then come o

up with what- is considered the best for all concetned, o

THE MAYOR: Mr. Sullivan. k% o,

HR SULLIVAN: Hell IQconcur witn Mr. Cruu I‘am

convinced thatfonvwhat infornatlon that has ‘been subm!tted

to me° that xhat wi have submitted is the best propositicn::

[

they have had confcrences uith the f%nds Commission aréd °
ttiey have takenoreams ofltestimony, tpent lots of the%; ’ )
time ond our time on the reports, and We are coming down

at a ‘point now to see if we can't arrive at some point

Now what they arecgoing to-investigate is to see just what -

impact there is betueen what they have suggested and what

we have suggested : ' - ' 5 g

o

Now I am Hifling,to get that report. I am sure. ..

thac.vhen that” report comes in, as I sit here, it is going
U

" to confirm the same .position that I have and that you have .

;Znut 1 am willing to»giverthem a chance to go‘into a confet-

ence- and subm1t°something It doesn't mean that 1 have

. D

- protection of subsidence, 1t£1}

4

changed my position at all on this thing, because 1- have

" made the statement earlier that I ‘thought our obiigation,

and what {t was, and 1 have mentioned the cOuncil 1 don.t

have to repeat 12~Amost dollats, orderly development,c

a‘pu§G1c trust. public ,

it 1s in theQ;nterest of , 0o

monies. But ) & do believe th

Q

'ttying to get ‘along with this thing o naveothla conferencn

Mr. Champion apeaking for the Commission . lgreed to

& . Sy

& 2

73.
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‘outhof this meeting todavaill come many £tu1tfu1 thOughtu;v

“but I don't want there to ﬁe ia anyone s mind; ‘Mg Sullivan,~

:'expression by this<§ounc1]/;s to how' they feel ab-nt'it 1s

Tuitp this Body,_has gtaciously ‘lent a g:eat ‘deal of lts

_dril‘lng contract as yet
" we have some poaitive th°“8ht9 as far as we are conce:ned ¥ .

“ 1. don't know, vhethet wc are~evet going to have a dril]ing

~be£ore that would tend to sway‘my opiniona and that's the
¥
a substitute motion7 . "i C e

-poztion of the contract vhich deals with the divided and o

2 2% - 7 Q

meet vlth us at this level this type of a meettng. and é<
uhat they come up uithcgsee 1£ we can't get along with 1t.

MR CROW: . I don't dlsagree and I certainly feelbtﬁnt

o

that the:e is a posslbility that f mighttshange my mind,LzAnﬂ

I ‘feel that 99 9% of the discussion is- goirz to ‘be xega:ding
theﬂhivided n:/q\) undivid d 1nte:est and I thtnk that .an '

the most 1mportant th_/g as £ar as our Body ls concetned
Naturally, we can be ovetruled but I don t think
avishy attltude

that we uhould take at any point aovishf

And you say, "time " I think that this city hasf’nlong

o

time "to this ‘alwost two- years ‘now, and do not’ have a ‘ ) jﬁf

And until we readh~a point where °

ﬁnd as far as

contraCtx and anythinb that we can do to speed that 7

eventuality up I think is most lmportant

my&pwn personai‘positlon, Hr.‘Sullivan; 1 could not tégard
changing it from an undivided. to a divideg 1nterest

I‘amn; )

not ~-- thete is nothing that I hnve leu:nedLhe:e or learned - - ?'f* o*

way 1 feel &bout ie. - -

[
-

IHE HAYOR- Mr. c:ou have you mude thts 1n the form of

o ¢ .
2

?nov Vell, T would like this: I mm like the

Coysieil today to reaffirm 1ts position as fat as the . L. s

A

the undivided interest of the offsho:e 511 dcvelopnent. 1

o

° - = s . (b
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request that an amendment to the original motj.on gay be -
made, that we rejterate our previous g?:sitj.on on- that

portion of the contract, and-I so move; t:l'f -thé_vmaker Vof" the

motion will accept that, 'I“would feel ver}honorc“dc’.‘

Mr: Realer? = ’ MRS

_ ~ @ >

Mr. Mayor, the maker won' !; accept 1t for

THE FAYOR:
MR KEALER.
the reason that the motion as it 1s now madc does not

= foreclose anything, and 1 don't think &43 Councu can

stand up “and say, 2This is our policy,"” orx "Thia is not

] &
cannot be ~dofie. o -

R . S F- B

-

HR CROW Then I will be forced to vote no on the

o

o . . ; ) ‘- 5"

“made 1ts policy¢ s
‘MR.: KEALER:
unanimous motidn stated )that it thought that that contract . .

4

Mr. Crow, ' the Council has already by © .

was best, the”1007. single uni.t. it has alteady stated that

~\r it thought thnt was best, and the Lands Cmmaission is

S

pnrfectly aware of that.* Now I don't know uheze we go &

N

. Jom here, but I thtnk t.hat after conference ‘and)a neeting

of minds we can find something that is uo:ksble and Tam °

= =

not tn a positlon today to tell you uhat thJ}}: ig7 e ‘ @
» THE MAYOR: All rit.ht
l(ealet, call the roll ~ T S e T s

o = S o -

a

= Hould you read the motion.
MR. SULLIVAN: Let s hear the mot:ion e
THE "CLERK:
Comlss‘ion and ‘the reptesentatives Erom‘ thelcity of Long
Beach get together and discuss thotoughly 511 of these 3\‘9 : B

. matteyrs ‘that have been btought befote c{len r.nday, and come

our policy," 4111 we find out exactly what can or what . = s

. mocion unless it is aecepted because thut Councﬂ has s ..

. On the motion\\by Councilman. N . ©
2 B _

* to the: Councﬂ nnd thie Larids Comission vith their findmgs L e
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. 80 that they may act on’ them woooo T I

" that type of thing.

. all nvenng&\ and this 13 not =--

of

= & ) Lo

<

5

MR. czow~ On the motion, Mr._Mayor, 1 beueve that

- ti/é motion 1s superfluous » There need be no motion for

That hag been the purpose of the .
entire Ci.ty Council for the laat two years,, nnd if the

motion was not made it certainly would not 1n any sense’

- of the mat:ter_r cut off any relationship that: wie have with

the Lands Cnmisgsion And 1 think our- purposc is very

clear, and what weshave 1nteaded to do . befom, we -are

=~going to continue thege discussions sure, but if thesej‘ \

diacussions have any teference to mald.ng a dividcd intereat

- >

out of this thing, 1 cannot suppor€ it. .
"THE MAYOR: Mr. Sullivan. e e °
MR, SULLIVAN - MYr. Chairman, dﬁectton to Mr. Kealet

Mr. Kealer, T personally feel that the moti.on shoui\\d be

.1 haven' t\ heard sny evidence here -today 7
% - L
that convinces me”’ tha!ll uﬂat I voted for, and thnt: was ,g

more specific .

287
one parcel where I )/1[ ave made any ‘error fn this matter.

. »aAnd now if you are more speciﬂe, you. want this staff to -

evaiuate circumstancc* on thiq u/l/ld maké a’ report wCettain;y

:—k., - 1

Ia am wilung to listen to 1n£ormatic-n, but 1 haven t heard
-~ I agree with Mr. Crow -- 1 haven t heard. anything today

that fotces me . to bei!.eve 1 made a mistake in my vm:e .
Nou 1 think if (“au uould be ‘more specific in yout motion on

thls, -then you -- you g:l.ve the staff o,f “the State ..ands

Comnissiof and our ‘City a ditect task, and I !;bink that

a

Y .
that is what we should have ) =

= ¢ 2

“ MR. IEALER H!:. Sullivan,

©

1 have asked them to exﬁt:\f‘a

<]

this motion dogs ’not put:

the Council in.a poSition to do thls or that Lf He ua{:

till we hear whac the tepresentntives o*F both bodizs bting

< z) : o . o

Y

]

W

Q\i




i

0

b
-3

\

‘&d @‘CC”I\_‘# G‘MHv

SN

IS I R
[ - S I

Tar 0 N . N B
B AN RO @ ®

a0
S &

27

28

20 .
- 30

o @

-
. a

g

i

T

§ £o. you, and you could act.on it asgin your wisdom you see
fit. ' ' ’

MR. SULLIVAN% WeIl Hr. l(ealer, I think it is _ S

< =3

couttesy ‘to our part:ner. to a dep&rtment of the State of
Cal:l.fornia that their considetation should e evaluated

1 think that we should opeute thﬁ Hay 1 think that)

A\

that is rthe only dxgniﬁ.ed and’ propet way to handle public
" business. SR o
That. doesn t mean that ?/have _changed my’ mind on

f,’,\r

this, HMr. Crow. I am_rot going to give 4n on this thing K
ountil I am convinced that 1 have made ah erxot, un:il we

shou that chey have made an error; " they may come u uith

g something that’ would show something elseJ but up t:o now I =

don t believe that : S e ?

o o

-a ro].l call uould fa(lrly well 1nd1cate at this point :

- vhether any member of this COuncil has changed ’hh ‘mind
# ”a : 71 3 S

pn a divided or an undivided intssest. R

THE MAYOR: Mr. Grahamg =

N

F

M. cRiBAH’: 1. woul.d 1ike to see in some way the motim
“wordéd in a4 different way.- I don t want o proeclgde any mern
mectings on this level ,,beéveen/ the City :Ct;ucnc:l_l‘agd the _ '
State La ~‘"r'//s COnmisEi;nv.” ﬁwe@er, 1 havé ‘to egree 'ivith
7/1;:- Suluvan and Mr. €row that we as a council in our .
fbettar +~ best judgement that we, are capsble of exhibiting.
have concluded tb“—thc lOOZ opnration would produce _the
gmtest benefit to the State and to the City, as near as
1 can f:lgute And 1, in avay, czmnot see the worry about
a monc:polv, when we have been told bnth by Hr uo:tig ‘and’

Mr. Hlnsell that Do one conpany 1s laxge enough “to handle

MR CROW: Ve have established policy, and 1 think t:hat

o

this as a 1007. bid, and even though they, the three or two or.

Ty
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three or four companies\thnt might go_togétheffas a combine”

" to bid on this thing might be 1n/ the over-all f,situation K. '

Califomia at the" same time ‘that produccion w;_ll be 7 o c

di.vided among mote than one najor company who goes into

the combine to bid on. this. tt \looks to me like t!\e Land*

'Cmissicn ahould come back to us with some type of proposal ) b=
- 88 to hou much- they feel thac we should,/)\n a way, compromlcc )

. our judgement, as to uhat discount we should accept to 9
protect uha they cull thé moral or public welfare assmnptmn,
‘that {s necessazy ufor them to swallow this, this contract
- 1 believe that I can add this to the
that 1

® 1nc1ude in :lt/)at in these studies that are being” made by ' i——\\/—/’{x

MR KEALER:.
motion, that will cprobably satisfy the equamon

‘th& both bodies, that they come up wu:h specific evaluntien=
of vwhat each of these, that of the unit. sirgle unit and .“
then that of the undivided 1nteresl: tased on whatever the
percentages may be, but if they wlll come up u1th speciﬂc

L evaluations of them 1 believe».'hen you could really act.

a
i.objectively on i.!:, also could posslbly include altemate o " o

o

: biﬂs where you vould bld om?w 8o that you .could bid on , . .
. -both, o
 MRL GRARAM:
1 am the sams way-as Mr. Crou. I am not conv}nced that
the IOOZ bid isn t the best thing. - =
| MR. \CROW

1 think T could Ac”clapc that, but T mean,

How ig the chnisuon going to- atrive at

such -a aet of fi.gures when it 4s at such a spéculative o

= oo

atage on this point’ In their”discussions how are they

going to. be able to arrive at _anything definite that they

e o

E\m propone thal: is conére,te ‘when we all agme»at: thﬂ

point tha 1e haa been'highly speculati.ve" ,

handling maybe 25% of the oil produced in: the State of o i ¢
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\ /’r MR ? sunu'wm- 1. would say that we haven't gtven -

Mr. Brock an Opportunu:y tc present the Long Beach side of © e :
tils. The Council hds heard Lt and 1 have heard from =
Mr. Hortig. 1 am sure that Mc. Brock has a very convincing " o
argument ‘that supports the position of - the City Council on

the one unit, and 1 think they could make a very _gooarcase . " : L

7 T s - Yoo
on this thing, as we heard ft, and that's why we"'\é‘oted R . AR

/4

N

“

for it. © ’ % =z

Hli. CROW: I am not so naive to think that this case : »
has not bg,:n submitted before. ,,-'rh’jat 15 how we arrived at
our positivn. : = T e

N

we P
T i b e

s i R e

o ‘MR’.Z"/{:RAMT: Mr. Chairman, have we a ootion before us? ’ i j

: "\ . s e e
- “THE MAYOR: Yes; we &, dthe motion by Councilman ° ° J A
Kealer is before us, o ' . o ,
= : . : = ~
© MR. GRANT: I approve the amendment.’ s o

THE MAYOR: = And the second, thet is Mr: Grant,has < ‘\L

apptoved the uuendmene = . e

- MR, REALER 1 th:lnk that 1 can help xou, 1 think v N S

that yoﬁ can. leave it a% ic is, but . to include in ;t that
the utudie’s nade by the two bodies, they come back to the
Lands Comlaaion and the Council with spe‘.ific evaluation

- of different types of contracts’ as has been discussed ' : e

_ here, ami i.ncluded In that the pouibility ot’pilternate _

b:ld one unit basis and the other one on Tthe undj.vtded
2

e -

1nterest bauu. X : ) A
- _THE ‘MAYOR: On the motion, Madam Clerk; call the roll.
(Roll called by the cldrk.) . . = » =y -

(Councilmen Kealezr, Bond, "Suiiinan, Grant, Graham,

cgrbett ‘and The - ‘Mayor voted "Aye" = Councilman Crow voted -
"No ") XX == - I - -

0 v . *

HR KEALER' _Anything futtne‘r, ilr thof?- T




B

foe) {(_)/ h 2 . &
. &’ g
2 R
. = D
o o o T = - ’
S h o T - - , _
s I - .
a ! - 7 ° ’ V E 7 >0 ‘
o ii“/ ) I R
- 1 MR CROW Hove we adjourn. N e ok
2 ,'I'HB?HAYOR. Is-there anything furrner, gentlemen"
‘ 3 Before we adjourn I would like to express - a °
i ) R .
~4 officia‘ 1y our thanks to these gcntleme'\ Mr Champion, the ’
5 Chairman Mrt. Cranston,,t:he Conttoller, and (’overnor . = . .
. : .
e Andersomn, and the members of the State Lands Commis"ion for ¢
7 making this trip to Long Beach+ We gratefully appreciate '
’ 8 it. We hope-we haven't :lnconvenienced you by ‘reason of ¢
- coming here. Personally we feel that we have accomplishcd
- 10 much in meeting w ‘h <NOu here today
PR 11 Is there anything further? . : . o ' .
12 MR. KEALER: Tf there is nothing further, move we
4 13 || adjourn. . = : - : SR
. 14 MR. GRAHAM: Second the motton. ~ - o s
= o ) - 4
15 - THE- MAYOR: Hotion made by Counz ilman Kealer, secanded %
168 \by“:glr. Graham; call the -rollf . T o R b ; g
. - ~ (Roll called by the clerk.) o s e ;
Y 1 - . |
o R R ) A = - é ) }
. - ) ! * 20 5 !
19§ - (Hegting adjont_:ned q“t: appmxiut;@to P.M.) - ] ' . ;
. = E PN - V’:-. % - - o ) ) , ’
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