A meeting of the State Lands Commission was held in the office
of the Dspartment of Finance, State Capitol, Sacramento, at 11 a.m.,
November &, 1938.

Present weras?

A. E, Stockburger, Chairman
Gyorge J. Hatfield, Member
Barry B. Riley, Member

The: Executive Officer presented to the Commission a report of
Dr. E‘ K. Soper, Consulting Geclogist and Petroleum Engineer to the Com-~
wission, With respsct to bids received pursuint to notice of intention
of the Commission to offer- -agreement or agreements to extract oil, gas
and other hydrecarbons from certain tide and: -submerged lands. located
easterly of 23d Street, Hunbir zton Beach, California,.

: By motion of Mrs Riley, seconded by Mr, Hatfield, and unardmoug-

1y earrzed, it was ordere& that the said report of Dr. E, K. Sopet be set
forth in full in the minutes of this neet«ing. The repart inwords and
f:zgnras is as folléwa:

ANALYSIS OF BIDS RECEIVED OCTOBER 29, 1938
FCR NEW WELL. LOCATIONS EAST OF THE FOOT Of 23RD STREET
HTHEHSN‘I‘INGB@IB GITEELAKDS OILPOOL

Pursuant to the ‘piblished advertisement for bids for the
érilling” of ten .additions> wells to be located in that portion
.of the Huntington Beach State tidelands ik pool 1ying easterly
of the foot 6f 23rd St.rae’c., bids were received fram each of
three companies for locaiiofs. designated Location 100 and loca-~
tion 101, No bids werse received for the Temaining eight loca-
tions to-wits 402 to L09 inclusive. The names of the bidders
and the locatione bid upon are as followss

1., Wilshire 0il Co., Inc-. - bld upon Locatmz‘s 100 and
ko1,

2, The Termo Company - bid upén Tocations L0O and hol.

3. McVicar-Rood, Ine. - t%o bids upon Location 40O (original
bid and altertative bid): and cne bid upon Location L0l.
The bid form specifies that the oil royalty which ji:he Grantee
shall pay to the State shall be zceording te the following formmla:

R=P = 36,87 x factor
- 00‘

where R is the royalty rate in per cent applicablis to the
total value of the production of oil firom each well during
the month, and

¥ is ths average dally prccimtion of the well, determinsd
by dividing the total production for the month by the total
nmber of production days of twenty-four hours sech;
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provided, however, the G:*antea shall payat all times a
miniwum royalty of tvelve end cns-half (12%) per cant upon
such average daily production, The faetor of she abow
equation was inserted by the bidder to astablish the oil
royalty which the biddsr shall pay to the State,

The bid fomm 3pec3_f3.ed that the royalty on ges and
natural gasoline shall be payable to the State of C, hfor~
ria at the times and in the marmer specified foi tha my-
ment of reyalty on oil and that the r-walty on all dry gas
and natural gascline shall be 15% of the market value at
Huntington Beach, California, of such dry gas and natural
gagoline, '

-Ih view of the fact that hhe terms of the ag'eements
impose jderitical requirements upon all rosysctive hlddars,
and in view of the fact that no problems are- involwved re-
@.rding muiber -of walls-tobe drilled or offset wells, the
evaluation of the variocus bids is rednead to-& "ansmdaratien
-of the rwmerical factors inserted by t}m bidders in ‘the '
roya‘l ty fomu.ta.

A compaison of the ofl mya.lties oi‘farad under tbe vars .
ious Bdds is shown in the following tabulations I and II: -
Tabiulation I shows the royalties offsesd for Location L0
Tabulation II shows the royalties cffered for I»ccat.;on ho

- -COMPARISON OF OE RO’IAYLTIES
OBFERED UNDER THE: VARTOUS: BIIB
: FOR LOC.&TIC&Q‘ hOU '

Average Pexr Cerit Royalty ' Per Gent Roaylty Per Ceint . Rc»yalﬁy

~ Dajly Pro- © Bid. of , ‘ Bid of - - B:I.d of -
 ductioh in ﬁn.lshire 0f & Ga. Tne Tmo Cc, T KcVicar«Rood,. Inc.
'Ban'als ' e i |
c “12,50 ' SN 12‘;‘50« : 12 Sor
25 1ge - 13..50 : ‘ 12.50
(s S - s BRI 12,50 1250
T - 1250 S 12, 50‘ - =35 o
*#72:10 12 .50% ' *
#82.77. 13,37 , ,
100 : 710 — 12.50 » 1250
125 ’ » ?1.68 ' - 13ubg : _ —15963,
175 28.73 ' 7. 88 o ‘20.?1
200 31,50 9.6 2273
225 ' 3547 21,09 2hbh
252‘ 36.2? ; §§ ,154(; gg ‘gg
27 37 ' ' I ‘
300 39.50 2ha58 . V 28,48
325 0,98 25.50 29.5Lh.

350 -~ h2.30 | 26.32 30:50
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Average
Taily Pro-
duction in
Barrels

375
lio0
les
150
L75
500

-~

750
1000
1500

% Minimum royalty of 124% apy™xes

Average
Daily Pro-
duc‘t:.on in
Barrels

Per Cent Royalty
Bid of
Wilshire 01l Co.

43.50
hh.59
5 .59
L7.30
48.12
53.50
5 60)&
59.86
61 . ﬂi
62.74
63.50
Bliehb
€5,05
€5..85

*

Par Cent Royzlty
Bid of
The Termo Co.

27.07
27.7h
28.37
28.93
29.46
29.91
33.29
35,38

31+25
38.35
39.0L
39.51
408
40.97

CMPARISON OF 0IL ROIAL'I,‘IES
OFFERED. UNDER THE VARTOUS BIDS
FOR LOC&TION lﬂl

Par Cent ‘Royalty
Bid of )
Wilshire 05% 06

12450
12,50
c 12.50
12,50
) e;g
12,50%
15@99 '
20,28
23.84
26,86
2945
31.70
33.66
35.4h0
36494
38.32
39.56
L0.68-
Lh1.70
h2.63

- Per Cent Royalty

'Bid of

The Terio Co.

.50
12.50
12,50
12,50

1250
15.42
18.13
20.L3
2.4
2h.x1
25,60
26.92
28.09
29,1k
30.08
30.93
31.71
32,h2

Per Cent Royalty
Bid of
HeVicar-Rood, Ince

31.36
32.1
32.87
34.13
3h.69
38.57
hOJ?
i3416.
Lholih
45.24
'hS 78
46 .90 )
L7.18

Per Cent Royalty
Bid of -

Me¥ mlr-Rood, Im:. 4

12.50 —
12.50
12,50

350 7
12.50
13:60
1b.32
16.80
18,08
19,20
dG 01 9
21.07
21,85
22.56
23.20
23.78
24,31

'''''



Average Par Cent Royalty Per Cent Royalty Per Cent Royalty
Daily Pro~ Bid of Bid of Bid of
duction in ¥ilshire O0il Co, The Termo Co, McVicar-Rood, Inc,
Barrels :
150 43,48 33.07 2480
L75 - hh.27 3367 25.25
500 4k .99 3h.22 25566
750. 50..03 38.0L 28,53
1000 52.87 40,21 .16
2000 57.6l ¢ li3.83 32.87
2500 58.67 Ll .62 33.46
3000 59..38 WS 16 3387
LOOo: €0,28 Cks.8y 3. 3.3'
5000 £0.83 h6.26 3k, 69
?”'GO 61..58 146,83 35.12

*Miniimis ©oyalty of 123% applies. -

‘The royalty offeraci on dry gas and natural gasoline was thie sase on
all bids submitted, i.é., 15% of the market value of all dry gas pro-
-dueed and 15% of the ‘market value oi‘ 211 the natural gasoline and other
products extracted and siaved from the gas produced, This is equal to
the minismm rcyalty on dry gas and natural gasohne gpacified in the
agreements.

_ The dlternate bid retéived: from HcV:Lcar«-Rood, Inc. » For Location hOO
] & sneolflcatmns st up in the oil royalty ;tomu}.:: in-

serted: by *:Ixe éta’ce in the bid form. Instsad of inserting a rumlesFicsl -

fagtor in the roya}.ty fcrmle as, reqnzred, the ]icV:.car-Rood, in¢., al~
- ternate bid on Location 400 contained a rc'v‘alty Fagtor expressed as fols
_ lowsr .5 + 110 where P. equals thé average daily prroduction of he
P

well, It will Dbe seen at once “that this: fastor would be varmble and
would depend upon the average da:.ly woduction of the: well which would
vary f¥om month to month., Conssguently, it would be mpossz.ble to
accurately evaluate in advancé the royalty to be paid if calculated by
such .an indefinite formula., For that redson the alternative b::.ci of
}ﬁcVJ.cara-Rcod, inci, -on Location lgO() shmﬂ.d bé i-é’je‘cted. N

It. is worth. notmgs howwer, that 4 the average daz.ly production is

assumed to be 220 barrels per day tue “Royalty factor® contained in the Mc-

Vicar-Rood, Incs., alternative bid would be equal, to 1,0, If the average

daily production is wmore than 220 barrsls per day, the factor would be less
than %.0. If the average daily production is less than 220 barrels per 4ay,
the fictor would be greater than 1.0, In other words, under this Toyalty
formmla, the bidder would pay progressively lower royalties for progressive-
ly higher rates of preduction, and progressively highsr royalties for ;mm-
gresgively lower  rates of production, until the rdnimum royalty-of 12% per
cent. would . apply. : ~




I ’ ’

A4 comparison of ths oil royalties offered under the
varicus bids contained in the foregoing tables clearly
shows that the bids of the Wilshire 0il Company for both
locations are considsrably higher than any others received.

(SIQED) E, XK. SOPER
- - ] ) Ee Ko Soper
November 1, 1938. Consylting Oeclogist and Engineer,

¥r. Hatfield put the folléwing resolutions
“REGTTAL:

Pursuant to. notice of mtentlon of the State Lands Commssion

- to énter into agreement -or agreements for the -axtraction of oil, gag and -
otheér. hy&rocarbons, from certain tidelands and sultmerged lands of the: '

‘State situate irn Orange: Caunty, Ga}ii‘ornia, identified by Loca‘bn.ona, Nose 8
100, - oL, 1i02; 103, Lok, 105, 106, 1i07; 108, and 109, published inacéord=
ance with law; bids were received from ﬁlshlre 0iY Company, Inc., a cor<

poration, ‘The Terhno Gomparw, a_corporation, and MeVicar-Rood, a -corpora-
tiony which bids were -opened &t a meeting of the State Lands Commission

held October 29, 1938 in: Room 301,. State Bualding, Los Angales. Tt appears:
that the bids of Wilshire 0T Conpany;. Ine,, & corporation; for Locationss -

Nos. 100 and L0l -are the. ‘highegt bids received by the Commission, and it

- further appars that .said Wilshire 011 Company, inc.; a corporation; has:
the: qualifica‘bions set forth in t.he A3tate Eands Act of 1938," and has xet

1Y the requirements of the AState Lands Act of 1938" and -sa¥d notice of

this Csmmission, and that-ths: bid of gaid corporation has received the - ‘ . .
aprroval of the Attorney ‘Gavieral as o form, and it further appears ¥hat: o

'the bids of The Termo Company, a ccmporation, and lcVzcar-Rood, a corpwa-

} Inc., a corporai;ion, for the respective 1ocatxons. :

B, b

NOW THERH'ORE BE FT RESOLVED That the b:.ds of W:.lshlre 01
Gompany, Incey & corporation, be accepted as subm1t»ted for said Liocations.
- Nos.. 400 and 4O, and N

- " BEIT FURTHER ‘RESOLVED That the blds of l{cVicar-—Rood, & cofpor-
ation, and Tha Termo (}ompany. +1 :corporation, as submtted, ‘be, and the
gamg are, }wraby rejected, and. ]

BE IT FURTHER RESOLVED That the Attorney of the Division of

- State ILands be, dand he- is hereby, authorized, empowered and directed to
- exsoute upoh Behslf of the State Lehds Gommission with Wilshirve Oil -Company,

Ince; & corporation; those certain Agreements for Easements Nos. 1400 and
101, Huntington Beach, -conetituting the bids of said Wilshire 0il Company,
Inc., > 8 -carporation, a.nd

— BE IT FURTHER RESOLVED That the Attorney be, ani he is héreby

authorized, empowered and d:u.rected, t6 de any and all thi ngs’ necsssary to
affectuate the intents and purposez of this resclution ard the “State
Lands Act of 1938" in so far as apphca’ble thereto,
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The 11 was called and the resolution was adopted by the following votes

Ayes - George J. Hatfield
Harry B. Riley
Arlin E, Stockburger

HNoeg - Nons

Upon motion of Mr, Hatfield, seconded by M¥r, Riley, and unani-
mously carried; it was ordered that application to abandon wells described
in Agreements for Easements 29} and 30k, Huntington Beacli, be approved
upon condition that the respective grantees thereof surrender eassments
and guitelaim to the Stat.e of Cahfornia the. arsas coverad. thareb‘y.

M, Hati'leld put resolution as follows:

BE IT RESOLVED That the: Attorney of the Division of State Iae.nds
“be, and he is: ‘hareby,. enpowered, author:.zed and directed, to enter into an
agreement between the State o £ California and the Pacific Electric Raﬂ.way i
Company, a corporatioh, the Huntingbon Beach Compam', a corporation;. Pa.c:.f-
ic Electric land Company, a corporation, and Standard 0il Company of Cali-
fornia, a c¢orporation, to -és5ablish -ordinary high watéer wark which Shnll ‘be
in ac¢cordance witl: that certain line camponly known as the nleeds linet,
within ths, City of Hun'cington Beach, California, in connectlon wth Agree-
ment for Eagsment No, 392, Huntington Beach, Agreement far Easemsnt No,
1100, Huntington Beseh, and Agreement. far Easement Nos. 1101, Hmtington Beachs,

- The r 611 was- called, and hhe resolution was adopted by the followmg vote.

Ayes - %orge Je Hatf:.eld A -

Harry B. Riley
Arlin k. Sbockburger

»'Noea - Nona '

Upon. mot:.on of ¥ Hati‘ield, secorded by ¥r. Riley, and unanimous-
ly cerried, the Execntive Officer was authcrised, enpowered: and dlreeted, to

{a). Tasue approval of the Commission +o the City of Seal Baach to
congtruct & mmc:Lpal pier over t:.de‘Lands and submergsd lands
: nth.m +the exterior boundaries of said city; the application
of the City of Seal Beach having been granted by County of -
Orange pursuant to Section LONE of the Harbors and Ravlgatlonv
Code:

(b) Prepare lease for execution by the Governor to 4, Dowrel:x.o
under Chapter &, Statutes of 1929 , covering certain premises
near Vallsjo in Solano County, State of California, more par—
'blct..larly described as follows, to wits

An area of submerged land in Carquinez S‘hralt approximately
200 feet in length and 25 fee’ in width, the most westerly
corner of which is 8 b5° B., 525 ft. from a point ofi DPike Wo.
9, 350 £t. shoreward of the bulkhead ares on which the
Carquinez Strait Iight House is situated,
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for a term of ten years and at an anmal rental of $120.00;

(¢} To issue to E. A, Dunha State mineral prospscting par
to prospect for molybdenum, tungsten, gold and silver, on the
W3 of NEZ of Section 36, T. 30 S.y Rs 35 Eo, MJDM., Kern

Countys rf th the right to preferential lease. upon discovery of
comnercially valuable mmeral a’c. 10% of the value thereoﬁ

{d) To issue ‘oo Philip M. Zannaras .a State mingral prospectmg
perm:.t to pxospect for copper, gold and sﬂver, on the WQ of

County, Cahform.a, m.th the. nght to praferen’m&l 1ease upon

discovery of camercially valuable mineral at 10% ox the value:
thereofs

.(e) .To; ifscue certifica‘be of the Commssion to the. Governor i‘ar

:execution b6f° patent to Gaorgs P, Dyer covering Lot 3 of 866, 11,

T 9 Nuy R. 7 e ‘ .D;L, Kape. County. :

(f) To.ertify and approve vacatidn of h workmg days to. Arthur

zH “Alexander and 8% vrorld.ng days 6 J. M. Hidgley. :

 There being no further business to ¢ome before: the commisaion, B
the meeta_ng ‘was ad;}ourned. : ‘




