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‘_ ‘"ﬁ?ebruary 28, 1963,

MRa CR&NSTQN“;~mne meetlng Wlll pleaﬁa ﬁome to

w7

- Gov, ANDERsom S0 move. n
mgm GHAMPIQN.  Secand, L Py R
MRA GRANSTGN” ‘The. mlnuues are approved unanlmously

'7In.v1ew Qf the famrly large number of people aere\lmterested
vwln Item 15, 1f there is no objnctlan we wmll take that up
'flrbt

Item 15 13 Lnfoxmatxve Status Rapcrt on Lbng Beach

Unlt, Wlelngton 011 Field, Frank? | ;
B MR; HORTTG* iMra Chalrmau, the Comm1631on has

recelved requ&sts that these lPtttlS be reau i uo the,recoxd

;four let\ers, Speclflcally: Two from,Rlchfleld 611 uorporatlm

dated.May 2 and 7 resyectlvely, one from,Pauley Petroleum .
dated. May 95 and one from Jade 0il and Gas, dated May 10» |

~ What is the pleasure of the Comm1351on? ‘Shdll

these be rcad verbatlm at thls time7 Or, as~established as

‘*ﬁa precedent, pmssibly, at the last meetlng, they might be

consxderedA¢or introduction into the record'w;thout}the

»,necessmty of ﬁeadlng them verbatim,

.‘kMFv CHAM?ION* I move we enter them without readin&._

them,varbatimﬁ

 GOV. ANDERSON: = Second,

MR, CRANSTON: The motion is made, seconded and so

ordered. The letters have been received by members of the

3
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1| Commission and have or will be read by them.
-  (Letters referred tofarevrepﬁéduged'bewa):-

ALl letters are in reference to LONG BEACH UNIT, |
. WILMINGTON OTL ¥IEID. = S

AddresSed~tg.HoncrahleAlaﬁ,ﬂranstmn,‘datéd‘May'

- | 2, 1963, from Richfield 0il Corporation:
" Richfield 0il Corporation holds oil and gas leases |
covering approximately 1024 acres of land in the Townlot
Area lying within the 'Participating Area’ of the pro-
posed Long Beach Unit of the Wilmington Oil Field, Thig -
~constitutes a little over 53% of the participating Town+  «§
let Area. We write this letter in our capacity as the
holder of the working Jnterests in such oil and gas

leasas in the Townlot Area,

- We have just received a copy nf the transcript of
the 'Public Rewiew of Proposed Field Contractor Agree-

“ment' conducted by Mr., ¥rank Hortig, Executive Officer
of the Commission, on April 15, 19%§ in connection with
the Commission's consideration of the subject Unit, and|
have noted an argument made by Mr, D, E. Clark, repre~ | °

senting Shell 0il Company, which is reported from pages
52 to 64 inclusive of che transcript, =

As we understand Mr, Clark's argument, it may be
- summarized as follows: R S \

' (a) Ordinances of the City of Long Beach forbid the
deilling of oil and gas wells from surface locations
in the Townlot area of the proposed Unitj; |

B _‘:(B}kthe developmentvof the Tdelot‘Area will result in ' ﬁ
i RE ] & met profit, after royalties to the landowners, of
05 Iy - $1.20,000,000; |

 5?f;Q; (¢) such profit cannot be realized unless drillsices are
B made avallable to the Yownlot Area from the offishore
‘ drilliie islands provided for in the,enab1ing ordinance]

SR (d) therefore the City chould charge the working intex~
o 2 . ests in the Townlot Area the amount of the profit to be
S | realized by them as a ‘drillsite royalty' for use of
g 24 the drilling islands; | , | »

. 25 (e) otherwise, holders of the Townlot Area working lntex-

G ests will have an advantage in bidding for the Offsghore
28 | Area Field Contractor Agreement measured by the profits
to be realized by them from the Townlot Areas

i OFFICK OF ADMINISTRATIVE PROGROURK, STATE OF CALIRORMIA
S TRRSE SR KON BrY ‘
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' The forégoing argument is specioyty, but it is im- |
~valid for many reasons, and f£alls of ivs own weight when
 only two basic considerations are taken into accoumt,

oo

.. The first such consideration is th~*~ the Offshore
- 1. Area cannot be developed for oil and ga -unlessithe
' Townlot Area is also developed concurrently therewith
- without incurring danger of subsidence in the downtown-
- business section of Long Beach; and this fadt constitutes
- abundant consideration moving from the Townlot Area to |

the Offshore Avea for drillsites.

. 'The second such consideration follcws from the
firsts It is that the Townlot Area will be developed v
~regardless of who is the successful bidder for the Field
Contractor Agreement, and if there is a profit to be
made from such development the holders of the working
interests will make such profit, whether or not they are
 parties to vhe Offshore Agreement. It is illogical to
& SR © ¢ assume that the holders of the working interests in the
e 11 ', Townlot Area will bid more for the Offshore Field Cop-
I C - tractor Agreement because of profits they anticipate
t2]  from development of the Townlot Area, becauss they would
SN - thereby forege or dilute such Townlot Azea profit. In
13| - any casea, they would still have no advantage over gom- 1§
: petitors in bidding for the Field Contractor Agreement |
14 { - because such competitors could likewise bid more becausq
- of profits they anticipate from oil development in some
151 ‘other oil field, What is the difference between A being
| willing to forego some portion of its profits from the
18| development of the Townlot Area in order to bid more
N than it otherwise would for the Offshore Avea; z2nd-§ |
2 being willing to forego some portion of its profits frowm ..
1 development in the Mideast in order to bid more than it|
18 | ~ otherwise would for the Offshore Area? It is entirely
1 unlikely that either A or B would be £foolish enough to |
19 | treat-anticigated profits from oil development as 'money
‘ in the bank,' but 1f such an assumption is to be made
20 | at all it should be applied equally to A and to B.

S-S R - S T

pRE]
<

a1 | B The two basic considerations referred to above sten

from the Initiative (Ordinance adopted by the people of

20 ~ Long Beach at an election held on February 27, 1962,
Section 1 of that Ordinance reads as follows: |

Section 1, It is hereby found and determined:

a) That it would be in the best interests of
25 | the City of Long Beach and the State of California to @

| authorize and approve the ianst' tution of a plan for the |
controlled exploration and exploitation of the oll and |
gas reserves underlying the presently undeveloped portidgn

’ QURIGR OF ADKINIBTRATIVE PROGROURE, S8TATE O GALIFORNIA
FOARY .49 100N AKO
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‘as said didtrict boundaries are defined as of the

~ RRNE TR R - R N © EEEE N

"of the tide and submerged land areas heretofore grante
to the City by the State of Califurnia, and located
easterly ol and outside the Harbor District of the City

effective date of this ordinance, Sald presently un~
developed poxtion of tide and submerged lands (which

shall not be deemed to include any of the tide and sub-|
merged lands committed to' the Richfield 0il/ Gorporacion|

Parcel 'A"Drillin% and Operating Contract and presenti;
under development from the Harbor District) shall,,for
convenience, be sometimes hereinafter refgrred to as

the YOffshore Area',

| R .
- - (b) That the results of detailed‘engineering | ,
reports and the interpretations of geologic and seismicl - -

data indicate that undeveloped oil and gas reserves in
economically recoverable quantities underlie certain
portions of the publicly and privately owned upland

properties located easterly of Pine Avenue in this City),

and adjacent to and northerly of the Offshore Aveas
Saig-Upland properties shall, for convenience, te “ome-
times hereinafter collectively referred to as the
"Townlot Areal, | |

{c) That the said Offshore Area and Townlot

"Area are included within the geographic boundaries Or a

Frab

Subsidence Area, as heretofore fixed and established
by the State 01l and Gas Supervisor pursuant to the

provisions of Section 3336 of the Public Resources Code|
~ of the State of California, (smphasis supplied)

(d)‘That the results of'stﬁéiES‘by;qqalified'

engineers which have been conducted in certain ‘segmentsj

of said Subsidence Area, and the demonstrated beneficia
effects derived as a consequence of putting the recom-

‘mendaticns so made into operation, indicate that the onll

feasible method that can be expected to prevent or
arrest subsidence in such an area is by repressuring
the subsurface oil and gas formations thereunder; and
that such repressuiing operations, in addition thereto

should increase the amount Of oLl Ul dmately recoverabl

from the formatjions underlying such \irea and protect

k‘ the oll or gas in such lands from unieasonable waste.

~ (e) That unit or cooperative development and
operation of the popl or pools (as hereilnafter de/ined)
underlying the said Offshore Area and Townlot Aresa is
necessary in order to prevent and insure agzainet the
occurrence of subsidence.,  (emphasis supplied) "Pool’
shall mean an underground reservoir containing or ap-
pearing at the cime of determination Lo contain, a
common accumulation of erude petroleum oil or natural

DIFFICK OF ARMINISTRATIVE PROCEDURE, GTATR OF CALIFORNIA
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' . s1is separated from any other zone in the structure is a |
© separate pool, = . D T ’ IR |

G e

‘fﬁfchnggBeachvhavevdetemminad-that»tﬁe Offshore Area and
the Townlot Area shall be developed concurrently, becaude
"both are included within the geographic boundaries of a

. Gas Supervisor pursuant to the provisicus of Section

e o e

 ible wethod that can be expected to prevent or arrest

~0il and gas formations thereunder; and that such repres+
 guring operations, in addition thereto, should increase

said Offshore Area and Townlot Area is neqessary in

~ Beach in the Ordinance were based upon sound grounds,
~ If the Townlot Area is not developed in a wnit with the
reduced; and operating costs would be increased.

" the entire undeveloped area are continuous inter-connec
- reservoirs and are pressurve-connected throughout except

- Offshore Parcel 'A' and the area developed by Producing

Townlot Areagz‘

+ underiving the Townlot Area should be maintained becausp

PR . : N i c :
. . . H . /0 4 N
oo : ) - AN S : : :
. - " . { N i
:

"eas or both. Each zone of a general structura which
By the fofegoing‘séationvbﬁfthe‘Ordinance the peoplle

*subsidence area,’' as established by the State 0I1 and
3336 of the Public Resources Code; that 'the only feas-

subsidence in such an area’' (i.e. the Subsidence Area |
above referred to) 'is by repressuring the subsurface

the amcunt of oil ultimately recoverable from the
formations underlying such area and protect the oil or
gas in such lands from unreasonable waste'; and 'that
unit or cooperative development and operation of the
pool or pools (as hereinafter defined) underlying the

order to prevent and insure against the occurrence of -
subsidence.’ | A ,

' Such determinations made by the people of Long

Qffshore Area many technical problems will be created
for the Offshore Field Contractor and for the City of
Long Beach and the State of California. Subsidence oony
trol would be uncertain; the recovery of oil would be

>

The Ranger Zone ard all productive zones underlyin.

£ EY

1r

for possible faulting, Any pressure barrier faults tha
exist trend north-south and would not separate the 0ff-
‘shore Area from the Townlot Area., Thls geologlc fact
is demonstrated throughout the Wilmington Field and

nearby in the Fault Block VI Area, incéluding Richfield’

7]

Properties, Ing. onshore adjacent on the west to the

It is beyond question that the reservoir pressure

&

of the danger of subsidence. The only possible alterna
tive to the development aand repressuring of the Towmlot)
Area would consilst of drilling a Series of water injec~
tior wells designed to create a ‘'water curtain' between

OIMICE G ADMINIBTRATIVE PROATRLRE, BTATE OF CALITORNIA

Yo e
A
IR | S




1 “the two areas. If such an native 1e I i
- the two areas. 1 ~such an alternati L8 1
g feasible at all (and there is sgmefaﬁggtlghgggﬁtﬁﬁlly
2 | Ehe'1%396ﬁ10n wells would have ﬁﬁiﬁedriliéﬂkprihcz)éll*
of .l srerhens celitlag Lilmde md wrhd sprniech |
. e LLDE  aePatdld he Offshore and Townlot Areas at |.
right angles or high angles and create a wi Yoo honce |
4 inefficient 'water curtain.,' T CTeRis Ale and hencel
- ; ent 'water curtain.’' To avoid ultimatel ing
\ water to the Townlot Ar i ‘ esoary to T
5| GHII the injeotion wells seme distance south oF th
v bt 1E e med e (4 > alLStanes . SOt o :
; separating line and ths City and StatE~wouldisacrig§ce
” g%czgzrg gf’an'enirmousbamount of 0il friém the portion
o f the reservoir lying between the injection wel :
e ~ the separating lingw-g , he‘lnggétlonvwell$ me
8 J The pfoblem ofkcreatin ‘and naintaini -
,wéﬁ gggt?%ﬁglgiaﬁ would germanegtly Sﬁ?gﬁgit?égg 3ff§§§§§
g ml reas and enable reservoir pressures ir
areas to be maintained would be extremegy COmp?exlnlggzh
10 eﬁamgle,reserv01r pressure in the aquifér‘lyiﬁg north
. -»2& the Ranger Zone productive limits of the Townlot
1 dﬁei_is below original pressure because of withdrawals
of tﬁ" gas and water from the Signal Hill 0il Field
19 Wiimigggggeg‘?;g?elgeas$ﬁ and from other parts of the
, Wilmington 0il Field., Thus, if a 'water curtain' wer
o) ‘ _thus, 1T ¢ ter ot were
13 gﬁobgbmaégtainad at original pressure between the Offf
T frogétﬁn Townlot Areas, imevitably oil would be pushed|
14 tably__eKProducL;veTownlot Area north across the water|
o ~ table into the lower pressure aquifer and it would be
15 necessary to inject still more water into thp water
| C?rﬁilg, further‘gxPandlngtit;"Tozpreventihis,7it: 2
18 mxg ‘f eyngieggﬁry ?or the City to drill an additional
| iﬁ of water injection wells into the aquifer morth of
17 - the productive Townlot Area and to attempt to maintain |
| reservoir pressure in the Townlot Area and the Townlot
18 ,g%ltﬁg,ggd&%@@n‘by balanpgd injection on either side | .
. difficuit?n'qt Area, To say the least, this would be
=20 It is certain that by arbitrarily placing an otl
S T wise unmecessary 'water c%ftain‘ aﬁiﬁgspiﬁzlﬁinéﬁroégigia
o a1 voir Lha'over»all effectiveness of the watex injectibﬁv“
5 | pgigram in the Offshore Area would be reduced and less
S 22 oxl would be recovered, The maintenance of the 'water
_ ggrggmgidwou@d be an_over-riding and continuing factor
23 injecgion?r in all planning, both far production and
24 - ‘
 Costs would be increased because th jumber
- of drilling islands and the same f&dil%%?ezaﬁgiaﬁﬁggg%
gibke minox gxceptmnns)‘wnuld be required for the Off-
26 gggighogeratlon.as would be required for the comusined !
ff-shore Townlot unit operation. If the Townlot Area |

T AR 89 108M o0
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-~ offshore drilling islands is not a gift to the Townlot/ |
“Area. F¥urthermore the suggestion by Shell that a chax :

~be made To the Townlot Area for drillsites is enmtively: |

inconsistent with sound unit operation theory and prac-| = 7

‘cogts ' ke
amount of suchiexcess costs and expenditures woild be, ||
- equivalent to %h ‘ | (0
. ,.by the Toimlot Area if it participated, but without amy| -
©, additional benefit to the Offshore.Area, .- |

should pay drillsite zentals or should pay for any soi
- of "pass~through rights.' 1t is of course impliecit in | =
a unit plan that 11 participants share in proportioni | .
to their iuterests in every barrel of oil produced from|
- every well located in the unit area and in all expensps|

‘cipants and are ope

. February 27, 1962, Section 3 thereof provides as

‘hereof, and to be utilized as surface drillsite areas

~ Area, it also provides in Section 4 that the northéﬁigg
00}

"doeé\not*ﬁarﬁicipgtejthéq;all?aapiﬁalrexpenditvfesfanﬁ
would .be borne by the Offshore Area, and, the

.
e o

1

e portion thereof which would bé borne
1
|

A
"’\\.,

It is clear from ﬁhe‘fOfegQimg'that*tﬁe‘usb’cfiﬁh£~i

| T

—

tice, It is paradoxical to contend that under a plan,| | -

H

of unit operation, some participants in,tha“nﬂitiplan},-!f'“'

e

Drillsites and wells in a unit plan belomg to all partij
%&te&'for theitr mutual benefit in |
the development of the unit area as a whole. Thisgwag
expressly recognized in the Initiative Ordinance of |

G
il L

Sec, 3. Subject to the cenditions, limita~

tions and restrictions hereinafter in Sectioq 4 provided,

the necessary number of offshore islands, in no event

- to exceed fouj, are hereby authorixed to be located %nd”'
constructed within the geographic boundaries '3f the

i

said Offshore Area, as above desuribed in Sectiom 2

for the exploration and explodtation of the oil and gas|

reserves underlying said undeveloped Offshore Azea and |
the adjacent Townlot Area. (emphasis supplied)

While the»@rdiﬁanceémakes tha drilling islands
available for wells to be bottomed under the Townlot

-
o
a
|

boundary of said islands shall not be closer than 2,0

i

The result of ﬁhis‘?roviSion is that wells to bet,‘

bottomed under the Townlot Area must be direztionally
drilled at mucl. higher angles and for much longer dig
tances, on the avwage, than wells to be bhottomed und
the Offshore Area. The proposed Long Beach Unit con-~)

tains a formula (which in unit agreements is called |

the 'equity formula') for allocating oil and allocating

costs to three major areas, namely; (a) the Offistuce

CIFICE OF AUMINIBETRATIVR PROCEDURE, STATIE OF CALIFORNIA
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Yarea, emcept Tract No. 2; (b} Tract No, 2, which is

 cations between tracts in the Townlot Area.

‘the Townlot Area, has the same effect as though the -

*  lent to what drillsite rentals would amount to, if |
this were a proper case (which it is not)} for charging |

_wvinced that there was no possibility of reaching early
agreement with the City on a form of unit without makinjg

constructing, reconstructing, erecting, equipping,

the Alamitos State Park‘owned by the State of Cali-

forniaj and {c¢) the Townlot Area; and for Similar_alloQ,

In most cases, an o0il field is not unitized until |

after it has been developed, and costs of drilling are
not included as a factor in an equity formula, But, si
the proposed Long Beach Unit is to be formed prior to.

development, drilling costs are included as a factor in!

the equity formula, The operation of this factor in
the equity formula, as applied to wells bottomed under

nce

owners of such wells were required to pav drillsite renf- §

als because of the penalties incurred due to the greate
costs of drilling w '5 involving higher angles and

greater footage. The net effect of including drilling |

costs in the equity formula at the proposed Long Beach
Unit is to reduce the value of the total acre feet of
oil sand in the Townlot Area by 17% when compared with
the acre feet of oil sand in the Offshore Area. This
constitutes a substantial penalty to the Townlot Area
in favor of the Offshore Area and is more than equiva-

drillsite vemtals. If any greater pemalty were imposed

the northern one-third of the Townlot Area would be

rendered uneconomic and the value of the remaining two-|

thirds would be materially reduced,

The Townlot Area owners (except the City with
respect to its Townlot Area property) unanimously pro-
tested against inclusion of drilling costs in the Equit
Formula, but finally acquiesced when they became con-

this concession. We have never withdrawn, and do not
now withdraw, opposition to this 17% penalty, but,
nevertheless, we have stated that we are williug to
sign the Unit documents in their present form.

The working interests owners in the Townlot Area
will share a still further penalty for the use of the
offshore drilling islands in that they will pay their
pro rata share of the cost of the islands but will
acquire no ownership therein., 'Unit Expense' as de~
fined in Section 1.41 of the Unit Agreement includes
all costs and expenses in comnection with the ‘'planning

operating, maintaining, repairing or enlarging Offshore
Islands for Unit Operations whether incurred before or

V4
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SR ”“aﬁter the extectlve d\Le of thlS agreement ' whereas
- - "Unit Facilities' as defined in uectlon 1 42 sPeciflcallv
.2  excepts the foshare Is;andsa . |
5 . Your. attentlon is also dlrected to the fact that __
St ".”under the proposed Unit documents the Townlot Area work-|
4  ing interests have yiglded complete control over the |
| rate of development 2nd the rate of production and over |
5| i the représsuring program tc “he City in prdevy that fears|
- ~ of subsidence may be allayedg This consiitutes addi-
61  tional consideration moving to the City; and State from
. ~ the Townlot Area owners for the drilling of wells from
71 the offshore islands to be bottomed under the Townlot
| : )c T A‘rea» )
M, g 87 L |
L | - In summary, and. wmthout reference to the serious
T'rlff 9 - question as to whether the City has the legal power to |
; develop the Offshore Area without 1rclud1ng the Townlot
10| Area in a unit, we respectfully submit that there is no
L | competitive advantage in the p051tlmq of the Townlot. - |
S 11 Area working interests in bidding for the Field Lontrac-)
.  tor Agreement, and in view of the substantizl contribu-
12 | - tions requlred of them under the terms of the Ordinance
and of the Unit documents, there is 7o jUStiflC&thn R
13 ~ whatsoever for a drillsite or,'ﬁaS°~through charge,. |
14 |  We will apprec1ate it if thls 1etter is 1ncorporatei
| in the record at the next meeting of the Commission., |
5 | Yours very truly |
16l I o RIGHFTELD OL GORP@RA‘IIQN ,
o SRR R By /s/ R,. We Ragland Vice Presidept” -
17 ki
18
Letter addressed to Honorable Alan Cranston, aated
T May 7 1963, from Rlchfleld 011 Gorporatlon.
s =0 " Just prior to the comclusion of the 'Public Review'
21 - of the documents which would constitute the subject Unitl,
o (R -~ conducted by Mr,. Frank Hortig, Executive Officer of the
S ¢ on - Commission, on April 22, 196 . Mr, Alan Sieroty, repre-
SEA senting Lt, Gov, Anderson made the following statements:
85 | YT think it should be on the record here that the
24 State Lands Commission is concerped greatly, if not
= | primarily, with the correction and prevention of
25 subsidence, And I think we are very much interested
in what effect this contract might have on subsid-
56 ence. And particularly it has been alleged that

OUFICHE OF ADMINIBTAATIVE PROCEDURK, 3TATE OF CALIFORKIA
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N N ‘dividing up Tract 1 into undivided interests would
DU create a subsidence problem, This is perhaps one of -
2 : the foremost policy questions before the Commission at
PR this time,. I think we ought to have a little more
3 | definite information on this,' - .

4 One of the many difficulties with the concept of offer-
ing for bid undivided interests in the Field Coniractoz
5 Agreement is that it deprives, but at the same. time

| relieves, the Field Contractor of the full measure of
8 . responsibility which it should have in connection with
the prevention of subsidence. This is illustrated by
7 the following example: | o ST
8

- Suppose the Field Contractor has only an undivided
o 65% interest in the Field Contractor Agreement and
9 there are several smaller interests making up thevremagnwk‘
| ing 35%. Each of the smaller laterasts would, of courge,
10t} have the obligation to put up his pro rata share of ths
i expenses of the repressuring operations. Then suppose
F ‘that one of the smaller interests defaults in such
o - obligation. Who is going to put up the money for the
12 ~ defatulting party's share of the repressuring expenses? |

o - The Field Contractor cannot reasonably be expected to .
134 do so, particularly because the defaulting party's
i . © participation in the Field Contractor Agreement was
14 ~due to the method of bidding and not to the Field

' R Contractor's selection or agreement. Neither the City|
15| - noxr the State would have funds which it is authorized
S | to use Lfor assuming the obligations of the defaulting
el pacty. The City could not use tideland funds, and
N surely would not desire to use general funds obtained
Y from tazation. Mor has the State authority under

present law foxr such an expenditure. | A

_ Yet the repressuring operations must not be intersy
19 rugte&@ Once a pattern water flood of the kind that
- will be necessary for repressuring this oil field has
20 been started irreparable harm will be done to the

ST reservolr and to the pressure system if it is discon~

N a1 tinued for even a short period of time. In ordinary

R e | gituations, a defaulting party is given some reasonable
N oé; - period of time to cure a default, but in the case undeq

Rt discussion there is no such thing as a reasonable

23 - length of time to permit g default to continue,

24 Noxr would a performance bond constitute an adequate
| solution to the problem, because someone has to put up
o5 the defaulting party's share of the money pending -
settlement of & claim under the bond.

26 |
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the development plan and the water injection plans (Thay’
to prevent subsidence, and (2) to produce the daily

~and producing wells and rates of water imnjection and

~duction rates and ultimate recovery can be substantially

producing zone in the Unit area and will therefore pre-|

- peripherally. A reduction in water imjection rates, ,yfx ;
particularly in a pattern flood, would damage the de- |

pressure control and increase the danger of subsidences

;The.waterflaodprogram'far»ﬁhe:Ldng Beaahiﬁnit will
consist of two carefully planned and integrated phases,

will be designed to accomplish two basic objectives:. |
(1) to maintain pressure in all productive reservoirs

quantity of oil deemed to be desirable by the Gity'in
the most efficient manner. Spacing of water injection |

0il production will be determined in the plans.

Operators conducting waterflood operations are al-
most always reluctant to reduce injection rates because
they have learned from experience in so doing that pro=

reduced, This is so since most reservoirs consist of
lay-rs (or subzones) varying in permeability, oil and
water saturation, and other ‘characteristics, The Leng
Beach Unit waterflood, as in the case of all engineered
floods, will be designed to flood each of the many sub-
zones at Wilmington with maximum efficiency by controllg
movement of the waterfront to properly flood all parts |
of the reservoir. 'The Ranger Zone is by far the largest

Nt

sent most of the flooding problems. It will be on a
pattern basis while the other zones will be £looded

signed uniformity of water movement, and therazby reduce]

Ultimate vecovery would also be lessened, Failure to
drill required water injectilon wells :and install re- =
quired water injection facilities at the proper time
would be an additional factor that could make it diffi-
cult to maintain pressure throughout each separate
reservoir, ' i I N R R

- The plan originally agreed upon and placed in operp-
tion will be varied during the life of the flood but
only after careful studies based on detailed reservoir
analyses which demonstrate that the plan should be :
varied to improve subsidence control or ultimate recov-
ery. Experience has demonstrated. that most changes in
injection plans are to increase the water injection
rate, resulting in increased costs. Certainly, un-
planned changes made on short notice because of the

default of a participant could only increase the danger]

of subsidance.

The propoesed Field Contractor Agreement polnts the
way to a souad solution of the problem, and one which
protects the State and City against default. Section

o
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~ the interests of each party in the bid and fixing the
rights and obligations of each party in case the bid is
successful., In the case of the proposed Field Contracto

3 4

| ”34:Ofthe'Agxeement'perides:

~ 'If Field Contractor shall at any time consist of |
- more tham one Person al] reference to Field Contrac:

tor in this agreement shdll be deemed to refer to
‘each and every of such Persons and each of such
Persons shall be jointly and severally obligated to

perform all the obligations of Field Contractor undér

this agreement except as hereinafter in this sectio
otherwise provided, Each Person comprising the
Field Contractor may perform hereunder, any or all
of the obligations of the Field Contractor in be-

half of all Persons comprising such Field Contractoy

- It has been a common practice in California and in |
other parts of the United States to form bidding groups.|

The companies constituting the bidding group muke a
written agreement in advance of the bidding, establishin

Agreement, such an agreement would contain provisions
adequately protecting non-defaulting parties against the

consequences of a default by any of the parties not ful-

filling its share of the obligations under the Field Con
tractor Agreement., Provision would be mada for the

. parties not in default to take over a defaulting party's
share of all the latter's rights and obligations under

the Field Contractor Agreement in case of failure to

“meet its financiall obligations or to take delivery of

its share of the oil. Tbus, not only non~defaulting
parties to the Field Contractor Agreement, but also the

State and the City would be protected against the conse-| =

quences of any default.

1t goes without saying that anyvsueh'agreementvbetwmenl_

the parties constituting a bidding group must be made
prior to the bidding. That would be impossible, of
course, in the instant case, if the Field Contractor
Agreement should be offered for bid in undividod inter-
ests, No bidder would even know who its associates woul]
be in carrying out the-obligations of the Field Contracy
Agreement, - | ‘

01l companies of the calibre qualified to do the
best job under the proposed ¥Field Contractor Agreement
will want to know in advance who their associates in the
undertaking will be, ~In théir group agreement they will
dasignate one of the companies to perform all of the
obligations of the ¥ield Contractor con bebhalf of the
entire group. The company so selected must have in bein

0%
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-pressuring programs, and while the City is designated asg

© N @ o s W W e

- parties constituting the bidding group) to carry out tha
duties of the Field Coutractor to develop a repressuring

- group, and to present his program to the State and the

- the different undivided interests (and such differences|

they are going to exercise the highest degrea of care ij
avolding the dangers of subsidence. A company which

for the Field Contractor Apreement may well hesitate to

i

per day, and having the 'know how' to perform all of |
the repressuring techniques and operations involved. |
‘No one can go out and acguire Such an orgamizdtion, It

- would have to now exist. T R

This is rQCégﬁiZed"ithhe proposed Field Contractoy

and the gréygse&}Eigl@;gontracto;;@greement and ‘the pro+
posed Unit Operating Agreement all give the City the -+

Mg 1arge, exﬁériéngedﬁqrgaﬁizatidn7capable of devéﬁbpiag;ﬁgif
and producing from 150,000 to 200,000 barrels of oil

ﬁAgreement;.7“hila'the'City*Ordinance‘oﬁ February127,1962jﬁ‘l

right of control over development and production and red -

Unit Operator under the proposed Unit Operating Agree~

- ment, nevertheless the proposed Fleld Contractor Agree~|

ment also provides in Section 9 thereof that: 'Field
Contractor shall perform all Unit operations which are
the responsibility c¢f the City as Unit Operator which

the City Manager requests Field Contractor to so perform.' |

The most efficient method of bpération would be for

the‘company designated (in the agreement between the

>

o

program, after consultation with its associates in the
Gity for analysis and approval., However, if there are

ly, would desire to participate in the development of
the program. If differences of opinion arose batween

undoubtedly would arise because net profit is involved)
it would be necessary for the State and the City to
settle such differences and for that purpose to create
and maintain large technical staffs, The over-all rc~
sult would be endless debates, delays which might be
critical, greatly increased costs, and general loss in
efficiency, It would be far better for the State and
the City to deal with one responsible organization if

would otherwise desire to bid or join a group in bidding

>

undertake tha'véga“resFansibility of avmiding;the-dangeﬁ
of subsidence witnout knowing in advance who 1its asso- |
ciates would be in carvying out the agreement.

It will be appreciated if you will have this lettet
OfL 4

read into the record at the next meeting of the Commissi

Respectfully submitted,
RICHFIELD OIL GORPORATION |
By /s/ R. W. Ragland, Vice President’

ORFIGE OF ADMINISTRATIVE PROGHDURK, STATE OF CALIFORNIA
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"'tion,ofﬁmra’FﬁfJﬁ=Hortig,fExe¢ﬁtivevOffi¢er, from‘Paulez
,"Pétxaleﬁmﬁlncga datﬁd‘ﬁay.93f1963:' » o
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. Letter addressed to State Lands Commission, attem~

Yon March 28, 1963 the City of Long Beach filed a rebut~
- tal to certain of my remarks made at the February meeting
of the State Lands Commissioa, Said document commences |
~at Line 10, Page 63, of the transcript of the State

B R P SADAC I S SRR+ St : e “ v} fe B o .
LETOS uuunu;!;::rcritu; -Hca’ﬁlﬁgfsﬁﬁ %arczhmz@%,» 3.;@63‘.! ‘ Aﬁubgw,ecz | 5SS N

Comments by City of Lon% Beach relative to the statement
- of Mr. L. Es Scott, Pauley Petroleum Inc. to the State
Lands Commission Meeting 2-28-63.' , | |

YAt the April 22 hearing by the Staff of the State Lands

‘Commission, there was a letter from Mr, Johnny Mitchell,
President of Jade 0il Company, made a part of the recorq
which appears at Pages 63 and 64 of said transcript and
reads in part, as follows: ,

"The proponents, THROUGH THE CITY OF LONG BEACH,*
made a splendid documented report, answering each
of Pauley’s opposing remarks. sseen'

| *Capitalization added

MIf Mr. Mitchell's staltement is correct, it is requested

that the statement by Long Beach be modified to set forth

the names, addresses, and identity of the othér prepon~|
ents whom the City of Long Beach was representing in |
order that everyone knows who they are in the event
there awe future proceedings, Ny one should object to
the correction of such an obvious oversight.

Y1t is fequestedvthat,this letter be read into the
records of the May meeting of the State Lands Commissiosn.

Yours very truly, Sy
{lsl/ IJQ, Eﬂu Scatt 3t

oo

Letter addressed to Alan Cranston, Chairman, State|

Lands CmmmiSSimn, from Jade Oil & Gas Co., dated Houston;
Texas, May 10, 1963:
B It would be appreciated if you would have this

letter read into the record of your next meeting on the
proposed Long Beach 01l Development program, or forward

OFFOR OF ADMINIBSTRATIVE PROCKDURE, #TATE ar QALIFORNIA
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it at once to the Semate Committee or any committee |
- now actively meeting with regard to the Field Contractor|s
~ Agreement or the Unit OUperating Agreement of this program.

 record along with my letters of March 6, 1963,'M3rch‘27;

RS- YR~ N U EE SO TR

- Texaco, In the interest of the State of California, the

Senate Watchdog Committee headed by Senator Virgil

Operating Agreement was drafted and agreed upon only

It is my desire that this letter become a matter of
1963, and April 2, 1963, all directed to the State Lands

Edmund G. Brown,'

Commission, and my letter of March 29,‘1963,'tQ Governor F

- Since my letter te Governor Brown of March 29, 1963]

two additional hearings have been held by the Commission] =~

At both of these meetings the utter disregard for prac-
tical, intelligent industry practices was shown in the
arguments presented by Pauley Petroleum, Shell and

City of Long Beach, and the taxpayers who will benefit
from the revenues of this large oil reserve, I must write
this letter and object to the present actions of the
0'Sullivan of Glenu Lounty, California,

To reitervate to you and Sénatar‘O‘Sullivan, the Uni
after months of careful and deliberate study. In the

course of completing the Unit Operating Agreement, each
meeting was conducted with the onshore lease operators,

the City of Long Beach's legal and engineering staff and|

a State representative present, The Field Contractors
agreement was as carefully drafted by the City of Long
Beach and the State of California as the Unit Agreement

that both of these agreements were written with great
consideration, primarily to protect the City of Long
Beach and then to benefit the State of California. Thes

agreeménts permitted arms-length relations for the biddip
‘71l companies. Remember, these contracts are for a 35~
‘year operation of oil and gas and should f£irst protect

the City of Long Beach, then benefit the State of Cali-
fornia as well as the successful bidding combine of the
Field Contractors Agreement. | :

. Senator 0'Sullivan's committee has assumed the

responsibility to review the existing Field Contractors 1

Agreement and the Unit Operating Agreement, I find it
quite strange and quite unusual that instead of engaging

a legal firm which has substantial experience in oil and

gas contract agreements, Senator O'Sullivan's committee
has instead engaged the services of Mr, Oscar Chapman

and Mr, Milton Friedman. I seriously question the abil-
ity of any practicing law flrm, regardiess of reputation

or integrity, to interpret the terms of the Unit Agreemen

or the Field Contractors Agreement unless they are highll

w

(32

i

t
Y

DRPICK OF ABMINISTIATIVE PROCRDURE, STATE D¥F GALIFORNIA

15:;1
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ments of such magnitude.

Yexperienced oil and gas attorneys, experiemced.in:agxeea

~ The Unit Operators Agreement and the Field Contrac-

 ,EQrs Agreement ate of such great importance to the State
of California that only the best qualified oil and gas |

law firm should be invited to review.and approve the

i terms of these contracts. =

., I do not have to tell you, the Commissioners or the |
- Governor, that Mr. Chapman is the formex Secrefary of theyp

Interior under President Truman, Also, at that particular
time Mr. Ed Pauley was a dominant figure in the Democrati

Party. According to my understanding, Mr, Oscar Chapman

~and Mr, Milton Friedman are mewbers.of the same law firm,|
. specializing in matters other than cil and gas, It seems
- odd that Mr, Chapman and Mr, Friedman would be called in
‘to review the dispute between Pauley Petroleum, Shell and|
Texaco vs, the City of Long Beach. Under these circum-
- stances and conditioms,. it would appear to me that Mr,

Chapman and his firm should disqualify themselves from
this matter due to Mr. Chapman's prior position in the

Democratic Party and apparent friendship and counection
with Mr. Pauley, one of the participants in these hearing

Tn all of the meetings before the State Lands Commis

© sion, the most important item has been completely ignored

by Bhell, Pauley Petroleum and Texaco., The City of Long

LR

9200
-

F3

Beach and its metropolitan population are the only poten~| |

tial losers in the drilling for oil and gas in the East
Wilmington Extension, The Senate and the State Lands Com
mission know that this fine city sufifered a great catas-

" trophe when subsidence cccurred dug to unregulated produc

tion of oil and gas and a lack of preplanned adwinistrati

‘control to prevent suck subaidence. It is estimated that}
aside from the ugly, irrepairable physical damage to this|
beautiful city, additional material damage zmounting to |

over $90 million was suffered. During all of the Commis-
sion meetings that I attended, Pauley Petroleum, Shell

H

4

ra

and Texaco had the audacity to eriticize the City of Long

Beach's contract as if this city had no authority to char

1ts own protection from subsidence and decids the terms

it demanded from the bidding companies in order for the
successful bidder to be able to produce oll and gas in
the East Wilmington Unit and still protect the surface
features of the city. | S

The city voters énae'befere‘experienaeﬂ the actual

damages of subsidence and, even after such a crucial ex-

perience, decided by a city election to permit this East

Wilmington Field to be developed. In this election, they)

voted and approved certain requirements that they felt

OEridh of AhMlNIHTRATWE‘ PROCEDURE, $TATE OF GALIFORMIA




 "necessary for the protection of the future of theifr
 great metropolitan city. | - |

We onshore lease owners (Jade, Standard, Richfield, |
Signal, Union, Superior, Continental, Eastern and Revererd
Brower and his Land Owners Association reviewed the
stringent terms bf the Long Beach contiact and as prudent
. operathSgweaccepteé,ﬁhese~requirementsé;acknowledging'
a sense of responsibility to the City of Long Beach, I
regret that I am unable to say the same about Shell,
. Paulay Patroleum arnd Texaeo, who, in their testimony, hay
continued to tear down the protective provisioans that
were included in the contyact %o protect this city from
inefficient operations, 1f certain provisions of the
- contracts are altered, subsidence is possible,

o fﬁ‘;m°”mf‘@*

»
i
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9 - 1 want to impress in this letter and underscore the
e requirements ou the part of the people of Long Beach,
10 The City, in passing this oxdinance, voted in favor of a
~one unit operator and voted that the City of Long Beach
11 supervise this operation, There were otner vital issues
SR - voted by the citizens of Leong Beach, Anything less than
.12 compliance with the voters approval of these issues coulgq
| | prove a future responsibility of the present State Lands
13 Commission and equally so of 0'Sullivan's Senate Watch~
- | dog Committee,. Playing politics on such vital issues
14 - makes it possible for the future protection and growth of
o one of California's great metropolitan cities to be seriy
15| ously impaired by the State Lands Commissioners' decisiops
8 ~ today, The same responsibility could be placed on Sena-
16|  tor 0'Sullivan's Committee and the Governor's decision, |
| This matter concerns more than just who gets the oil.

o , ‘.‘~'You and yoﬁr Cé&missionars aré_dediaatad to uphold
18 the mandates of the City of Long Beach. o

19  Senator 0'Sullivan is a representative of Glenn |

R County and a defsnder of the vights of the people in his

Ehae) 20 district, I am sure he is enough of a statesman to

T recognize and respect the rights of the people of Long
ST . Beach. . o | o

R | . I personally believe that the revenue to be derived|
Ste Yoy "2 | ~ from this olil field by the State, the willingness on the
S o part of tht people of Long Beach to accept possible dam-
iR ages and physical losses, should relieve the slaims of
" Pauley Petroleum, Shell and Texaco that the Clity of Longl
Ll Beach is not entitled to write their protective contracti
, To be truthful, Long Beach's share of the oll will be a
25 minor compensation because this city will be under con-
26 stant hazards of drilling, production, blowouts, cave=-in

[¥ 7 I
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This walidates the necassagzﬁprovisggnzgf‘ﬁh@ Field Con-

™ L the side agreement between the |
City of Long Beach and the State of California covering |
review and approval by thea State), that the City and Stag
must have full control over| the operation in order to

. minimize such hazards.

(RS
. grass root oil men whe have fought fer-their rightsand ¢~

strvival in rugged, two-fisted tradition, However, this|

© ® &8 @O,

10|
11|

‘responsibility to the State, as well as to the City of. |
Long Beach. This issue is the Uity of Long Beach's risk

will accept this recommendation and ask for a delay., I
further predict that the Governor will urge yor to delay

it will definitely prove my point that politics play a

"and possible subsidence during the next 35 vears,

tractors Agreements (and thy
By now you are aware that I and my company are

is my first experience with miximg politics and the oil.
business. - Especially against a competitor such as Mr.
Pauley, with his record of long, devoted service and
contribution to the Democratic Party., Coming from the
ranks of true independent oil men who always fight for
their rights, we intend to fight for the future of our
small company and for its future security against any
political odds, | f . ‘

It is hoped that ycur Commission, Senator O'Sullivap

and the Senate Committee are aware that the future pro=
tection of the City of Long Beach, the welfare of the

State of California and the taxpayers' future compensa- |

tion in the Long RBeach unit is much more wvaluable to

involved,

- your state than any political consideration that may be |

It is mot apparent that Senator O'Sullivan recog-
nizes. the magnitude of the Long Beach oil field and his

and the State of California's gain and should not be
allowed to become a political Ffootball, |

; “Thelstate,Lanﬁs Commissiaﬁ:and.Senator*O'Sulliﬁan‘ﬁ
- Committee have been advised by Mr. Pauley that he wished

a delay on the decision of the State Lands Commission or
the Field Contractors Agreement, For this reason I will
predict the decision of the legal firm engaged by Sena-

tor 0'Sullivan‘®s Watchdog Committee. I predict that My

Chapman and Mr, Friedman will recommend a;de1§y‘and.‘
further study, Naturally, Senator 0'Sullivan’s Committe

your decision and, finally, that your Commission will
agree to such a delay and further study. There is no
reason for a delay, except that Mr. Fauley wishes it.

Tf such a decision is rendered, as I have predicted

8
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'staff hearings which had been directed by the Commission to
‘be held, to assure full review of the ‘Long Beach contracts --

the staff hearmng transcrxﬁts, the precedlng Commission hearw |

'bllity wmth a Senate Spec1a1 Research Ccmmlttee report by
.Maw lSth,has been consmdered an essentlal factor in this

 analysis,

| .smon, with an announcement that the Specmal Reseaxvh Commlttee’

‘;the repmrL frcm the Clty of Long Beach and the Commission.,

”pcwerful rola in yc"“ state, far above the lnterest of
© . the State, the City of Long Beazh and the taxpaying pubn'
~ lic. It ids a sad situation, A |

L It may be wise to re~evaluate the real merits of
the Fleld.Contracto*b.Agreement and rightfully permit
;the Clty of’Long.Beach to manage lto own,destlny»

ResPeLtfull |
""“& OIL &.Gﬁs CO.

”””’“*5*'”““*ﬁ”:*"‘ [s] Jéhnny Mltchell nresidenk” T

xﬁr*%“k;’c

MRQ‘ﬂORTIG: Slnce the completlon ln.Aprll of thp

ing transcrlprs and all ﬁupplemental wrltten information
recelved have been under staff analy31s for the &evelopment
oﬁ recommendatlons to the Commission as to propcsed cantract

fnrmat and content to be consxéered £or apprcva1* Compat1~

‘; A cépy*oftthe fePOrt, Qr‘a,report by éounselfto?thﬁ'
Spealal RgsearchASubaammlttee, was recexved last night by the

Mﬁmbers and the Exeautlve folcer of the State Lands Commis-
has scheduled a hearxng\cn June 3vd to receive aamm&nts on

Therefore, it is recomnended that the Executive

Officer be authorized to partiecipate in the scheduled hearing

OFPICK o ADMINISTRATIVE PROCEDUNE, ATATE OF cALIKDRNIA

(4




}ij!i,ﬁ 10

A e L e

11
12
13

e
17
18

2l

23
24

25 |
26

FHE LEs 100 ARG

S IR

W,_"gA technlcal,and adm1nxs+ratlve featurea that have not here

"o 0 = »

word, is a preponderance of dlfﬁerent 1nterpretat10ns as to

14
15 |

‘tatmon of spec1f1“ legal contractual effects,

19
201

~ appear == Mr, Shawvalson?

,QnAbehalfof the Cammissionf‘

Pa*enthetmcally, as a result of a flrstutlme read«‘
ing cf the report last night, I can report to the Commxssxon

that there are no eiements in the report relatlng to aperatwl

tofore been 1ncluded in the staif-analyses belng,preparad for|

the State Lands Gcmmmssxon@

The pr;nclpdl ares at newness, for lack of a Dettex

the 1egal effect of some of the existing cmntracts, as inter-
preted by the speﬁlai couusel and as heretofore interpreted
by the City of Leng Beach aué»the Office of the Attorney

General., Therefore, I would expect that this area will be

the principal area 0n;Wh1c report w111 be made o the Senate',

Committee on June 3rd - as to these dlsparltles~1n 1nterpreﬂ

MR, CRANSTON: 1T don't belleve any*fﬁrm action i$‘

required authormzing you to appears Of course, it would be |

appropriate.
MR; CHAMPION: Counsel for the Commission will also

JMRm HDRTIG:r”fhat‘s correct,
MR, SHAVELSON: Yes, sir.
‘Mﬁg‘CRANSTON: Is there anythxng else Lo report as
far as the staff is concerned?

MR, HORTIG: With respect to the Long Beach Unit at

QYR OF AUMIINETRATIVE FROOGEDURK, BTATE OF CALIFORNIA
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I knOW‘whether tha‘matter is elsewhere on the agenda, but there

: whethes 1t 1s before us 3 #hether 1t is belng brought to usy

v o _.-Q @ @ '!’- e "‘1‘3 ",'" R

Lstudy op that Unit. -

ﬁltizena Aﬁvmsory Cmmmmttue Wlth ra&pect to the World's Faix

miqsidn with«reSnect o thls mtemﬂ Thelmatter came to the

'tian aanferenae and prcg ass rcporu for the bewaflt of the

thls tmme, no 51r e ex¢eyt in resPQnae to further questlons@,

HE, CﬁAﬁEIOﬂ“ I have ong further questlﬂng Z ﬁon“t

has been cunsiderable dmscussmon mf the use of tldeiands fundSy
in connectlan wmth,the guarantee fer this falr proposal in

Long Eeach and T'd 11ke a report on the status af that ==

p MRy HGRTIG“‘Well fhe report kad been 1ntended for
anofhﬁr pcs tlon on the agenda but is apprcpr jate at'thls time
as long as it is made clear that this. repert does. nct reiate,
per se, to the problems 1nherent 1n the aon31deratlon of the

Wilmington Unlt noxr thm Specmal Senate Research Commlttee

The Clty of Long Beaah electorate w111 cmnsmder on
June Ath‘a ?xopesxtlon YAY which w111 duthcrlze, prxmarlly,
the future lmpounélng of naﬁ to exceﬁd smxty:mllllan d@llars
ef tldeland 011 funﬂ 'M* of the Gxty 3 share mf tldeland 011
. funds -- to serve as callateral for uﬁderwrltlng revenue bcndc'
prcpeseﬁ to Be 1ssueé to ftnanaﬁ the prapcseé World s Fatr
pragram to ba held in Long Beach in 1967-1968.

There is nothlng speclfmcally befare rhe Lands Gcmw

attentxmn of th& Stata Ldﬁdb ﬁivisian by' easun,ef an . 1nvitaw

ticn to the Bixectmr of anance ta‘partmcipate in an expl@raw.

i
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~ Lnbong Beach and the 11terature and dlscu391on wmth respact

jrde51re and hope of the Glty'to be able to ut:llze tldelands

'11terature w1th rasPecﬁ to the pravxslcﬁs of Prop031t10n ”A"

v\apprcval as and when an agplmcatlon is made to the Landg

been made to the Lands Commission yet and, as a matter of
fact, Proposition "A" as such was never discussed with the

 State Lands Bivisioﬁ, being a matter‘at‘this point‘péssibly

-
B

'COmMLSSlOﬂ, it was felt desirable to repcrt the status of
this matter ta the,ﬁcmmlssion,thls mornlng in order to deter~

| mlne what actmcn should be taken, if" any, beyond fl]lng in

B
w0

o e

to rhzs Pxopos;tlan‘”A“ xndmcate that it is the ¢ntent atd

g funds for this purpose ln the“manner outllned, subject to ﬁhe:

fapprcval of the State %ands Gommission -- and, lﬁdeed the o

all 1ndlcate that thls W111 be subject to Lands Comm1581on

Cqmm1551on to utilize these funds, No such.appllcatlon has

of purelv local concern} but in view of future inevitable

1nvolvement 1n ‘the reSults of chpositlon "A" by the Lands

the Cammxsslon ) records the mamotandum.repcrt whlch you have

| before you this morming with raspect £o Propositlon "AY as id

has been prepared for State Lards Division by the Office of
the Attorney General. | o
MR, CHAMPION: May I ask Mr, Shavelson: Is there

any requeﬁt to you to determ;ne whatber thms aomes within theg

scope of the grant, o any othet 1nquiry from the Oity of
Long Beach? |
MR, SHAVELSON: No, Mr, Championj to my knowledge

DFFIGK QX ADMINIBTRAYIVE PROQEDURE, 8TATR OF CALIFORNIA
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1 that corrent? f\7

MR¢ 6ESMOND,k'Xt”haS‘not#” | R | -
MR, CHAHPMPN: The Cltyms p081txon'w1th respact t0>

’¢ithas is that thls is an.lnternal declslon as to whether they
- want tc'make this' applicatlonV As to whether ‘they want to

~"make it before it has been approved°

MR, DESMOND: That's correct, |
| ‘GQV%PANBERSON: 'They would have to come to us; after
they have approved lt /Ehen it will come to us at that tlme;

MR, CHAMPION* That s fha reeord 1 W¢nt to~make

 ¢lear -= that this has been, s0 far, a matter in theCltyNM

5 _ Mmm DESMOND: £ ‘the vaters a week from Tuesday

‘ﬁsay §0, thls-matter w111 be up for approva1@~ EOST -
GOV, ANEhR&GN' If they say “yes,@ and 1t w111 ceme¢

ff}before thm Gﬁmm1s31on and~wa are 1nformed that we cannut

legally or otherwmse.approve 1t, how-wauld the Falr ga?

, MRQ DESMDNDQ Oﬁ ccurpe, 1f the COmmissmon savs

"Lhey are not 1n a positmon to approva it, well the Faxr will
be held ANYWAY Thls is a method of undarwrxtlng which wilk
| abtain for the‘01ty;an extra ten Grrﬁmfteenrmllllpn dollars»

worth of buildings‘»~ pérmanant structufes‘which‘will be buille

for thﬁ Faxr, but ‘which will be a legacy to the CitYa
NR, CHAMPION: When, in ox&er to have this $eaurea

when must this security be approved in order for you ta pro«

ceed with your fingncing plan for the Fair?

OARA RN 08N upe
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\afknathlng whatsoever has baen‘presented te our Offmce;.izs’-




 ;1; MR&‘&ESMQﬁgz‘ Qf course, the flnanalng is eﬂtmrelv
; 2 by"a.nﬂnprcﬁit'carporétlona The Clty is not directly con-
5{ i 3 ’;necte&"W1th tha Faxr as such, although the Fair does have a
;: 4  1ease which will become effective upon the completlan of
é:  5- Pier Je E;er,Jiwas~tqibe‘bullt regardless -- in fact, it haé
é«  ‘61 been under planning for the last ten to tﬂeive years® time
?  f7“'and because,it'was under\conStructidn,'why, it»came‘to the
| o8y attentlon o£ the World's Faix group and they applied and
'gf‘were 15Sued a lease on that, ‘
10 | | Now, as far as the Financing arrangamenrs fhem5e1vws,
11 ~I’would.say4some time in the latter part of thls year; assum~
“lgkv ing_that7the‘votexs approve, then T would say‘éamektime the |
'13 latter §art‘of this year there probably will be an applicatiop
'14 ' beﬁaré the Commissions. | o e | | o
'15" MR, CRANSTON: Are there any qdestions or comments
lle\ frcm,any@ne;present‘injragard to the.ﬁast Wilmington Long
ié Beach Oil,Fieldw ‘(No res?anée} I thought it might be'halpfu14
1g ] if we could seek just to outline what would probably‘be the,
19! timetable, HOBOdyfcaHVStata fox eéﬁtain what it will bej
9o | Put the fact that, as Frank Hortig said, nothinglrand new has
5y | come up from the counsel’s report to the Senate Committee,
i | Caal would lead to the conclusion that no extraordinary new amount
g 23 of tima’wou1d be~requixada ‘We cannot tell what the Senators
24 themselves may come up with at thekm&etingraf June 3rd, but
25 we will £ind out at that time,
'28 Meanwhile, I think the Lands Ccmmissipn; thzaugh

v OFFION OF ARMINISTRATIVE NRU(‘:&Q‘URK. BTATK GF GALIFRANIA
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'iﬁé'Précesses'aha'the\hearings‘of the'£u11 Ccmﬁiséibn‘aﬁd"
| part of the QOﬂtract and’ ccllected a. 1arge number of thoughts

"Lract as presentm& to us, I hope that at the-meetlng in :

fundamental issues before us 1n50£ar as pOSylble revmsmcns

© ® N O M oS G N H

of the contract are ¢on¢erned and make the dec131ons at that

time as far as the State Lands Comm1351on is conﬂerned4

some changes 1n princlple lnsofar as the contracts are con~ "

ot

| done before there can be final deflnxtive aetxen,on the fxnal

g!

| L&k en at the July meetwng, hmt not too 11kely, but I would

some people on the timetable, I hope and hélieve thay Will‘

‘not be upset. e e

25
meetlngs of tha Cizy and of 1ndustry have gone over every

bath pre and can, on various partlons of tha orlglnal con~

June of tha Statp Lands Gamm&ss1on, after all of thesﬁ pro»J

cesses have been gone through, we can come to grxps with the

I thln& that we can anticipate that Lhere Wlll be

cerned and that after the Lands Commlsslea makes thabe deci~

smons as best they can there will have to be some draftlng

farm of the ccntractn

I think 1t lS cance*vable Lhat actlon.could be

hopa we could flnally act on the contract in July and then

put the contract up for bid. Those are the thoughts of

MR HORTIG: Mrw Chamrman, I thrnk to ccmplétely
alaxxiy tha record it mlght be well to repurt that in connec=
tion with the alassmfzcatxon af the report to the speci&l subj~

c&mmitt&@ by special Lmuﬂselj this report has beam ngnsidmra@

GFFICR UK ADMIHISTRAYIVE FROCUDURE, BTATR Oﬁ‘ QALIFORNIA,
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,frec&ivad wmthcut emdcrsemeﬁt*‘and 1ndamd the ravxaw of thi&
r"raport on JUne 3rd.WLll than xn turn serve as a base for a
} determ1nat10n by the QOmmlftee as tﬁ the typa of commmttpe

;;rﬁport whlch it Wlll 1ssue 1n the future* and thereafter 1nw"

">asmuch as that tlme 1s unccrtaxn except undar ﬁhe deszgnatlaf

:i.this;séssion,Qf~the'Legislature,‘thene is another element of | -

uncertainty in the timing as to the final Senate Committee

R
= O

there be compatibility between the staff analysis and the

186 *Senate\ﬂamml te& repert at this session of the Leglalatuﬁo?

:,mpoﬁderablbv
. MR, CHAMPION: We now have all the information

RN,

‘that willvbe,beﬁar@ tha Serate Committee except the views

of Senat& Rasalutmon-Number 100 that that report ba submi tted

report -~ and as the staff said previously, and they reported

previously, it has been considered that it is essential that|

recommendations of the Senate report,

MR¢ €F£MPIGN; We carn %Tlll antlcxpaﬁe thc Llﬁal

- MR, HORTIG: Right.
S MRQ“CHAM?IOw:"“sQ that would come before the
Jvna 27th meetln N | | . " |
MRa HORTIG¢ “Right. How mich analysis thatyrepgrt

will fequire*as against the time it is received is the

raised in the report? 7
MR, HORTIG: That is corvect,
MR, CHAMPIOM: We can get from the staff and Mr.

ORFIGE OF ADMINIBTRATIVE Froagbuind, BYATE o QALIFORNIA
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-5havelgon.what is ralsed in that mepaﬁt but charwisa th@
'wSenaLe has nothlng that has not been preSentad to us?‘  :
‘matter, we will revert togthe;g&neral order of busihess,»

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

to statute,

R - - T N SR I

'Life-ofwstructure permit for breakwatef and boat~launching

. ramp, 3,04 acres submerged lands of Clear Lake, Lake County;

ot
R v

g | Arcats Bay, Humboldt chnty,

‘merged lands of the Colorado River, leErSlde County, to

[
©

MR@ H@RTIG,» Nﬁt to my knowle&ge*'

| MRg_GKANSTON: 1£ there is nothing mok e,on ﬁhié‘  1

which is Item 3 -~ Permits, easements, and rights~of-way to

f

Appliﬁant (a) Lucerne Recreation and Park District

(b) The Pacific Telephone and ialegraph Compaay =

APPEOV&l of 10cat10n of submarmne telephone aﬂd talegraph
cable thh.nacessary-appurtenanaes,,lﬂﬂwﬁootvw1de by 5200~

foot-long strip of ungranted tide and submerged lands of

Itpm.(c) County of RlVEISlde ~- Amendment of legal
dascrlptlen of 1ife-of~ ~structure permit P R.C, %?99 +9, sub~
increase area by addltlonal 1,218 acres, for oparaflon of a
smallwbuat maxinaj

Ttem (& \State of Callfornia, Department of Fish
‘ana Game =~ Latt, \permlt for construction of four underw&tez
quarryvrock reeﬂs for ﬁishvpropagation,h14@69 acres Suhmefge;
land of San Pedro Channel off the coast of Orangefﬂﬁunty;

MR, HOBRTIG: Mr. Chairman, Item (e) should properl

L ]

g o

g
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: anluded under Glass1flcatlan 3.

R S R -

B fcr constructlon of grozn and placement of 86 000 yards of

i

j7art1£1c1al flll o saven‘acras tide and,submerged lands 1n1'

- Gulf of Santa Catalina‘waterward’of'Daheny Beach'State Park,

© ® T O

attampt to control erosxon)*

»Lhat (e) is removed from.thlsV

fod

made unanlmously@

3
&

1 Emghf~of~way easement, 3,33 acres ‘school lands, Imperial
Roure l@b%

-‘lease 0. 415 acre subm&xged lands of Napa River, Napa County,

| Eor %ma11~boat facility, annnal rental $150~ S

1)

'kbe canuidared undex Plasumficatlon 4‘ 1t shculd not have heeJ‘  o

MR CRANSTDE*  Item (f\Ua Ss Army, Loxps o£ Engl*

‘neers o nghtuof»enfry permlt for perlmd nnt11 Jmne 1 1964

Orange County {to replenlsh,pxesently"eroded beach and to
Motlon is in orderw‘
GOV, ANDERSON: I move it,

MR, CHAMPION: Second it. The understanding is

MR, CRANSTON*' Yes. Approval is moved  seconded,

Item Claasmfmcatlon G o We Wlll starL wmth that ]

Ltemhfe) State of Callfornla, BlVlSlOR of Highways =
Cauﬂﬁy, for canstructlon and protectlon of State nghway
Then, iten (a) ﬁmlmday-ﬁarbor Cow == thrae~year
Itam (h) Ry W« Relsey == flvemyear gramlng lease

3, 52% acres school lands Inyo County, annual rental $70.40;
Ttem (¢) Donald D, Updegraff -~ l5-year lease,

OFFGE OF ARMINIBTRATIVE PRGGI{DUN?‘ BTATH QF dALIFGRNIA
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A Gallagher and ‘Mary A Gallagher of Leasa P +RaCa 2987,2

- Lot 37 Flﬁhlﬂanycn.Cablm.Sites, Los Angelas County, 1nirust

e
a

]“1 f *275 acre tlda 1& submerged 1ands of Sacfgmentﬁ Rlver at
‘fgf'ﬁclarksburg,‘Yola Ceunty, fof a'mdrxne servica statlan £acmllty;
3] annual rental $150* | |
,'4:, | g Item (d) Grescent Clty Harbor Dlstrict et Approvai | ;
B of sublease to Charles W Howe of portion ef Lease PQR#C,

L  -7 6“za02 13 Crescent C:ty Bay, Dul ﬁorte County, for aperatlon of |

%; ;?:‘ 7 kmarlna-supply buszness, lestaurant, znd allied facilities}

. 'j _ 8 | Ttem (e) (second item (e)) Lindsey H, Splghtﬂ dba

;  . 9  Dlab1o Gommunlcatlons Center ~- Approval of sublense to “

E o 10  jﬁatromedla, Inc, of portion of LeaSe PyR.C, 2364,2, State

) ?’}3, 7-11~ ”3¢&001 iands Gontra Costa Bounty, to be used for a.moblla -

,fE §,‘ ‘13‘ {repeater, transmltter and recelver; | | ;

f§§ f" | Item {i) A. Bruce Kutcher -- ﬁssmgnmentvfram James -

‘ le :Eor Troep 121 of the Boy Scouts of Amerlca°k o - |
k iy | Item {(g) Voca Crete Mlnlng and Englneerlng Corporaﬂ .f
18”  tiOn et al, == ASSlgnment £rom Estata of Robert Liv1ngstone '
19 of undi1ded one~ha1f interest in MlﬁET&l Lease PmRaG4 392.2,
'aﬁﬁ San Bernardino County, and consent to subleaS1n& agreement b
21 | co-tenants; |
22" Iten (h) Bumble OI1 and'Beﬁining,Cpmpany ~= Defere |
| 33‘ ment of drilling requiraﬁants,fuil‘and'gas Lease P?R&Gg 186,1,
24 Belmont Offshore Field, Orange County, thxough,ﬁacember 31,
| 25 1963, to permit further geologle and seismic data studies foy
j 26 deternining ﬁeasibility of drilling additional wells;

; , OFRISE DF ADMINISTRATIVE PAROCEDUIRE, DTATE OF aALL ¥ORNTA
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‘necember 31, 1963, to afford opportunlty to review pr0posed

- mexrged lands of Santa Barbara Channel to onshore polnts near

© O T O ‘t?l‘;#;‘m‘“l‘:\: o -

 Arroyo Hondo Creek, Santa Barbara County; (L) 11 368 acres,

- (3) 6,602 acres, annual rental é187 543 (4) 7%1§5 acres,

annual remtal $204§39w

=
- SR <R o |

‘ the well to the first onshore looatlonﬂ

of the line getting to ShOrL where tide and submerged lands

Item (1) Rlchfmeld 0il Carporatlon et efefment~cf ,
drilllng requlrements, Qil and Gas. LeaSes P,,R*Cm 308*1 and

P,R.Cs 309.1, Coal oil Point Santa Barbara County, through

unlt agreement,

s

Item (3% Sheil 0Oil Company - Four 49~year flow-line

easements for ocean floor 011~we11 completlons, tide and gubw~

annual 1enta1 $322,93; (2) 8880 acrws, annual rental $252,25)

»

GOV, ANDERSON*  ﬁéy I?ask a question?;.BGaS‘thatﬁ,
easement g0 along thc shora line? | |
MR HORTIG &
- GOV, ANDERSON: Wnuld thls include the well 1ocatlom
and the imne7
MRg HGRIIG$ Nasir,Fbecaﬁéeithevwell location and
a part'af these lines is also on a 1éase issued in this case
to Shell 0Oil depany» These @aaements are for those pmrtlons
are traversed which are not part of tha oll and gas lease;
so for this otherwise unlaased area, these easements are
simply pipeline casements Qvam tide and submerged lands of

the State,

| OFMICK OF ADMINISTRATIVE PROCEDURKE, STATE OF GALIFGRNIA

30

Thls actually takes the producticn,£r0m 



20 O D W W W W R e B M b e
o T & 1N = O w o H - 6 U o KON MO

TR LS 104M D

which are not prQSEntly 1easﬁd#

right to go over the top of the ground,

v O N\ e m = G N

{ than oil and gas and water, to further evaluate the area

potential and to complete requisite;eﬁgineéringﬁand deSign

‘description‘cbntained on page 20. The typewriter stuttered

anl for the record the description should read, in the first

GOV, ANDERSON: Im‘cther'wcrdsg§theseareylandé |

_MR% HGR$IG: Or leaSed'td othervpartiésﬁ_

| GOV, ANDERSON: And here we are just giving them the

MRy HORTIG: That is correct, as shown 0n thé;pipé~ :

line map following page‘léﬂ o

MR. CRANSTON:S Item'(k) Rs W, Cypher == Onewyeaf
extension through June 8, 196&'of ProspeﬁtiﬁgﬂPermits’nggc,
2705.1, P,R.Cy 2706,1, P.R.C, 2707,1, and P.R.C, 270841,

Imperial County, for geothermal‘steam.and all minerals other |

Stﬂdi&S*i

i

A motion is in orderg | |
MR, HORTIG: Mr. Chairman, with respect to item (k)|

a correction is in order as to the description -~ the legal

paragraph:

“PrOSPEGtingkpermitS PgR@C§'2?OSm1, P@Rmﬁﬁ 2706*13
PaRsCw 2707.1, and P,R.C. 2708,L, covering approxi=~:
mately 535 acres of State land lying in the south

half of Section 23, the northwest quarter and a
portion of the northeast quarter of Section 26,
Town&hig 11 South, Range 13 East, $?Bmﬂ@& My 5
Imperial County, were issued s.«ass et cetera

MR, CRANSTON: As amended, a motion is in order,
MR, HORTIG: Also, Mr, Chairman, we have had a

OFFIGE GF ADMINISTRATIVE PROCKRDUNE, BTATE OF CALIFGHNIA

s R



LN

CHEER basr NORM ARG

| the proposal caatalned in Item.(k}a,'~'

just learned of thls request for an extension last nlght#
 miles of this area in Imperial County, WeSﬁern Geothermal ha&

| the potential of tha area w111 glva us the rmght, or give us

request fram a Mrﬁ Re G# Smmth. ?resmden watha NatomaS~Gam€

| pany; to present a statement te the CUmmlS31GH with respect tﬁ"’

. MR, CRANSTON: Is there somebouy’here wmshlng ta
testify? e | o | :
| - hm@ SMITH: My thame is R. G, Smith., I am Presiﬂent_
cf the Nétdmas ﬂdmpany, a:Califoﬁhia”corporation& 1 am sSpeak-
ing in behalf of a‘subsidiaryof?the Natomas Company, WeStern
Geothermal Cdrporation, and we request ybur resPectful con-
sideration of a deferment of this extension fFor at least ten |

days for the reason that Natomas «~‘Western Geothermal, ratheﬁg
We are actively engaged in exploration within two
put down a test well ‘and tested it out, ané we balleve fhat

he motive, tQ eytend cur exploratlan in Lha area, in whzrh
we hold quite a large area»

For this puxpoae,'we wnuld o durmng the lnterval
if you would grant this deferment, Western Geothermal Corporat
tion would like to make an application for a permit in this
particular avea, ” | |

MR, HORTIG: My, Chairman, for the record, the sub-
ject permits on which a one-year extension is requasted,‘whiaﬁy
is prbvidad for in the Public Resources Code, are held by the

applicant, Similar development work to that which has been

WYMGE OF ARMINIGTRATIVE PROCRDURE, RTAYE OF CALINOBNIA




"ounlxned by Mru_Smlth has been parformed 1n aounectlon w1hh
 ather 7ands hald by the“bame group that ho;d the subject
prosPectlng permlts,:tha permlts having b&en lssued by tha
*State Lands Comm1351an pursuant Lo law Ll whlch provxdes for
a twawynar prOSpectlng permlt upon payment oL the proper feesq
LWhth means these penuLts were vssued two years ago, The;
acnbldera cion before the Cowm1331on 15 wh@thex, in thw Judg*

ent of the COMMlSSlOn, sufficient development Work has bean

W - 1 0 O s N M

done; and if, in thp opinion of the sta £E, appllcamt has mpt

1 thﬂ requlremenus to Justxfy axtﬂn81on, the Lands Comm1531on

=
S Q

may extend such permltﬂ This is the basms for ‘the reaommaqda»

*

]
fd

tion of tha staffi

o
G

asl Thls is also part of Othel holdlncs by ths ssme

£

frd
B

group under prcspectlng nermi.ts 1ssued by the State Lands Comuv'

mlssion pursuant te 1aw, which other permits hav1ng baam

oo
- R

 issued aarller were the subgect of exfensxon apyllcatlonbf

e
@

earlier Hé all of which have been granted@

=
Q

Theramore, thera does not appear to be any equltablf

R ¥

basis for. staf xecommendatﬂon for denial of the onemyear ex~

ol " o : I j
- o T R e § T AR vk i T B . AN

19
: 20 tension with respect to thess subject ?GfMltS, and the perm&tx
oy | Would GthETWlSe expmre bcicre the next maetxng of the Lands
29 Commission 1f thls amtensmon is not gxanted@
25 | | MR, CHAMPIGNﬁ May I ask a questmon? When we grant
24 the two~year permit, what is the nature = = You say we mays o
ﬂ 255 sufficient avidenae of devalepm@nts if there is sufficien: |
‘36 avidence of development we then have the right to extend thasa?

: GRFICK DFf ADWINISTRATIVE PROCEDURK. ETATR OF GALIFORNIA
YR 16 (OUN 1PQ
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oe | pursuant to competitive publlc bidding, but to being awardad
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commitment on the part o& ‘the Lands Comm¢ssmon that they
¢"sh0uld\dq'it?,

‘have rival interests? On what grounds do we judge these?

’Say we were to feel that both parties had equal staﬁding,iﬁ‘

© ® =N ® o

10| as in equal standing, What is the procedure then?

~valuable dep051ts of mineral are discovered and developed

'w1th1n the area of the permlt, | Tharefore, there are mare

18
'qlater date,’ In.other'words, theae 4reas, durlng the time of

" to the/@irst appllcantﬂ

 to say they are not asking for prcspecting‘péxmits -~ they

MR, Hoawxaw That is rlght but it s not mandatoryq

MRg GHAMPIOﬂQ It is not mandatory and there is no

MR, HDRTIG: That is right,

MR, CHAMPTON: What are the circumstances where we

this case, 1 think it mmuld"be.our prerbgative'to regard the@

MR, HORTIG: The pfocedure would be; nunber one;'tor

 cons1der the State s appllcant who had pald for the prospect-"

1ng p@rmltu which contained in their condltlons, pursuant to :

1aw3 the right to a preferential mlnerai lease if commercially

equitable rlghts attendant to the ax;stidg State permittee

than there are to any subsequent appllcant who comes in at a.

théir prospeatlng permlt, are not subgect to being awarded

MR, CHAMPION: But do I understand this gentleman

would like to proceed wich development of the sectioni O

would you be asking for & prospecting permit?

QFEIE OF ALKIMIGTRATIVE PROSEBUR, STATR QI CALIFORNIA
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"eﬂpuqratory, In fact, the work we have dona down there in

the expxoratory work that would be donem

- else?

© ®O w B A h W W

- As I understand the member of the staf? - I hadn”t been

ot
P

L cétion, If they have fulfllled Lhen:requlrem&nt, Wﬁstern

~ but for the fact it is felt that the appllcant is entitlad tq

-

| MR¢ SMITH“ Let me say, first, it would be explmraw‘

“tgvvi Whether you cali it prDSpectlng or development it 18 o

purtlng uawn one well is exploratory and 1t is cnly part af |
MR« CHAMPION‘ What wuuld you be asklng us for?

| - MR, SMITH“V 1 believe, aSVI‘understand if; we would
be asklng for a prospecting permlt an exploratory'permltg
lnformed as to Whether the appllcant had performed hl¢ dutieg

or mot, It was probably ourrldea“ﬁhat they‘had not within

the two years, and if so it was reasaﬁable‘they cduld'be

‘deniEd# Then Western Geothermal weuld w&nt to make an appllﬂk

Geathermal would not make an applicatlan,'

MRy HQRTXG There would be no staff 1ecommendat10¢y

the extension by the Camm1551on‘baaause of the fulfillment off
the exploration raqulrements, As a mattér of fact, for com=
parative statlsties, to Mrs Smith's ona'exploratlon WFL]

whlch has been drilled by Western Geothermal, the group hﬂlﬂ

. ing the State prQSpeating permits have drilled,and have pnou |

ducible, two steam wells on their land,
MR, SIERQTY; May I ask Mr, Hortig: 1Is there a

OFRICHE OF ADMINIDTRATIVE Fﬁﬂt"ﬂbURl. ﬂTA’i‘l!, OF CALIFORNIA

'Wbuld.ypuﬂbe"asking fof a prospectlng pormlt or fﬁr somethlmgyk

\M\\'\»
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T'requlrement that valuable‘minerals he found7

5 | mlnerals relates to whether a preferential mlneral 1ease W111

be igsued as a result of the prbspectxng permlts, - 1f, in

pr05pect1ng permlt areas, 1nclud1ng those under: exten519ns

| been aco ompilshed to the palnt where an appllcatlan can now

request for a Qne~yeaf extensicn, hoping to perfect that

ﬁ’m-p HORTIG‘“ Yﬁ&m : L
MR SIERGTY? Eave they complled w1th that7~

MR, HORTEG:, No. The nece351ty fer f:ndlng valuabl,

the next year, this can be developediand,established in the

here recommended, then the permittees WOﬁLd be entltled to a
pﬂeferentlal‘mlneral lease under royalty provisions which are
already spelled out in the~permit,«whiCh would be in the

preferential lease when issued, 'ThEVfact that this has not

be considered by the State Lands C@mmiSSlon has led to this |

right durlng that tmme =~ which one~year extensxon by the
Commission is authorized in the statute,

MR CHAMPION: Under those circumstances, 1 would

move appreval of the recommen&ation of the ‘staff on all i temd.

MR, CRANSTON: Motion is ©ade seue

GOV, ANDERSON: Second, | | o

ME. CRA&STON*’;nm and seconded on all iﬁems in
013531f5cab10n by ncludlng 1tem.{e) carried over from 3
Is there any further dl$cu8810ﬂ9 (No response) If not, tha
appr@val is made upanimously.

Ttan 5 = Sglwctmen and sale of vauant Federal

brfmcr: QP ADMIHIATRATIVE PRUCEDURE, STATE OF CALIFORNIA
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”_zanas; Appimcant {a} LlnGOIR Clark e Appralsed value
5 $10 256&35 bld Lhe same@ That s tha cnly 1tem* " 
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jfauthorlzatlon to cancel appllcatlon of Jean Lyans Flyon and

lease form for submerged land leases in San Francisco Bay
‘and similar areas far‘miverals other than oil and gas.

‘Franh, any acmmemtﬁ on t%st.

tions which have been faised.by public agencies in the San

~'anncisca.ﬁay'araa*as tc,the'l@asa format devised by the

‘”GOVQ ANEERS@N* Mbve ltav
,‘Mﬁn‘cﬂAMfImN,' Seaondm” @ o
:MR@ BRANSTON: Moved, secandéd madarunanlmouslyw

Ttem Classmflgatlon 6 -~ Selection on behalf of the

State of 39,73 acres Federal Iand »uan Bernardlno Gounty;

to refuﬂd deposits less expenses 1ncurred to date of cance1~
lation, Mbtlan is in order. |
| MR, CHAMPL@Nf Move approvala'd
1MRm'CRANSTON* Approval 1sﬁmpved i
f,Gav ANDERSON: 1'11 secené“it4
'Mﬁﬁ GRANSTON. gmﬁ;smcanéed approveﬂ unanlmouslyn

Itam 7. - Approval and adoption of combined bid-~

MR, HORTIG: Yes, Mr, Chairman, In view of ques-

Lands Commission for issuim@ laases pursuant to ammpetlﬁlve ‘
public bidding, partlaularly aaasflons raised by the San

hranamaaa,Purt Auth0rmty, Cmty of Richmend, and the City of

<

Berkeley, extensive conferences wera held to develop a formaf

which would gaﬂiéfy a1l the reguirements of all agemecies «-

DXRCE SR ADMINIGTRATIVE PROGEOURE, STATE OF QALIROTNIA
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s* part1cu1ar1y in mcnaectlon Wlth tha Part.&uthorlty, whpre

5301nt approval 1s neceasary, where fhey'GOﬂld approve any proéw

o ‘ ‘p0sed Llease as a mathr of form on a ﬂtandard £orm satlsfactc$y~a

4
i

'   to all agencles, |
|  The dxait whlah is beﬁar& you is such a fovm which!|
£'5.,,1s satlsfactory to a]l agenGLes ‘and would be pfopased to be |
| used in the San Franclsco Bay area in connectlon wzth 1ssu~
‘ .ance of any future leases'lssged pursuant to competltlve ?
‘publicvbiddingw 'Tt has SeenvapPEGVed by the Office of the
Attorney Genaral as to form and indeed, would be the subject‘\
of a lease aﬁfex whmch is the next ltem -~ for another sand
and gravel lease in Contra Cesta Countyg o |

| A '~GOVg‘ANDERSQN; Is ﬁhere any subutantlve change 1n’
. \'the form”

MR, HORTIG: No, sir. It is a matter of procedure‘
and fcrmat, 80 that it is standardlze& ‘80 the other agencleﬁ
know wha’ is in lt rather than a un:lateral representation

by the State Lands Ccmmlssman* |

MR« SRANSTON. Motloﬁ is in ordéra

GOV, ANDERSON: Moved,

R« CHAMPION: Second. o |

MR, CRANSTON: Moved, seconded, approved unanimously.

R o T T I T S

2z | Item 8 -~ Authorization for Executive Officer to offer for

24?37laa3é3 for extraction of sand at minimum rovalty of eight

RS R

op | ¢ents per cubic yard, 370 acres submerged land Contra Costa

2g | County, pur&maut to application of lUnited fand and Gravel

_Company,

‘ e OFY Ol OF ANMINIBTRATIVE FROGEDUNE, §TATE OF GALIFGRNIA
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s f MR4'HﬂRTIG: And'this'is the item, Mr, Chairman, on
which I just fépOrted‘ to which thé prOp0§é& combined Eid»ieas

~’£orm Juﬁt»approvad by the Commmssmon would be f1r¢t 4pplled#

MR, CR&ﬁSTQN* Mbtlon ig in order,-w
H“MR@ GHAMPIGN:, Mbve appraval» ' "
"GongNQERSDN Second. }
‘  MRQ CRANBTGN'i Appraval is moved secanded made

‘approve and have reaorded Sheet 1 of 1 of map entltled "Map off
| the Grant to the Clty of Plttsburg," dated May 1963. Mmtian

is in order#
MR. CHAMEION* Move approval*
vag ANBERQON° Second,

MR, CRANSTQNw' Moved, sﬁconﬁed made unaﬂlmausiy,"

Item 10 == Termlndtion of nghtmo¢JWay FasemenL P,Rﬁﬂm 2$6$@1
submerged 1ands af Old Rlver, San Jnaquln and Contra Costa |

couutmes, approval o£ refund to ?&ﬁlflc Gas and.Electrlc Com-

| pany of prepald rental in the sum of $463;98 and‘authariza~

éag‘}tlen for presenting claxm to Board af Contralm

GOV@ ANﬁERSONq What is the story on i:h:ls'ij
MR.. EORTIG} As ietamlad on page 32, Gavernor
nderson, the easament~was ta have been.usad Emr a palewlmne .

crossing to Bra's Island. Howe"er, the Board of Trustees of

~‘RaelamatianADistrigt‘aoz was'awarded a judgment against the

owner of Bra's Island, whom the Pacific Gas and Electric Comps

had proposed to serve., The P, G, and B, 18 now prohibited £y

uﬂanlmouslyg Item,9 - Authorlzatlcn for Executlve folaex tol

o

oy

VRFICE OF ADMINIDTRATIVE PROCKBURE, STATR OF dALIFORRIA




u51ng the rlghts granted by the ﬁtate bacause they have no
:_ | dry land on the cther smde aﬁ the rlver», So lt is proposed
?f; _3  that the easemant be canaelled“ and Lnasmuch as the rentai
ﬁé' 4| was prepald 1t seems equitable that thls be refunded*
’ff ~ 5" \ | GDV$ ANBER&ON, Mbve apprﬂvalﬂ
8 MR, GHAMPIQN" Seconds 2 S
2 7 | MR, CRANSTON‘ MOV¢d saconded appreved undnlmouslyg
8| Item ll,wﬂ Authormzatmon for Executmve folcnr tQ execute an
| 9 1nteragency agteement w1th the Colorado Rlver Boundary Commis+
10 sion for englneerlng, admlnlstrdtlve and other servi;es for |
11 the 1962 63 flscal year, at a cost not to exceed $11 OOOw |
12 »;“'_ L MRg HDREIGR These matters are broucht to the Cmm~ ’

13 mzsslon g attantlan thlS late in. the flSC&l year because at
,«14” this tmme, then, there 1s always a rea&onably accurate est1~
1B mate of What the aaqus of the smrvmcas whinh have been rendexg&,'

16 by the Lands Commmssmon to the Colarado Rlver Boundary'Comm1s~‘ ~‘

17# sicn.%ill accumulate to forvthe'fisca_lyeara  fhe counterpart
.}q!. | 13‘ of thisycéntraet'will be‘execﬁted on behalf;of,tha-COlqradQ
: 19 | River Bouﬁaafy:ﬂcmmi%$ion and is subjeqt,tc éppreval'byftha

~20 Dmreat@r of Finance and in the apprapr ate interagency billing

\/ : 21 PrmﬂaS&aﬁ : e - o , : )
2o | GOV, ANDERSON: 'li'mave it. 5
B | 28 MRg GHAM?ION~' I 1 auatain as a matter of cmstﬁm,

o4 | since it calls for my furthgx aﬁprovalg-
25 | MR. CRANSTON: IL'Ll second the motion and, without

ag | OPJection, so ordered, Voted for by the Lieutenant Governor

and myself, |

SEFIGK OF ADMINIETRATIVE FROGERUIE, STATH DI GALIFORNIA
PRATE L-HW (GYH D : ' ‘




U Thdkh B s AOBM RO

._.@1' "

31 et al, 011 and Gas Easement 392. 1, Huntlngton,Beaﬁh Orange

County; and determlnatlon that for purposes of aalculatlna

'wellvdurlng the-period Septembé? 15 1958 to Octeber'31, 1959, 

| inclusive”waS the'PriC$ posted in the Huntington Beach Field

_due Lhe State from various lessees at Huntington Beavh, sud~

1 the reascnable market pxlce of o0il at the well, whlch price

'was Qfﬁering a higher price than Standard 0il Company of

Ifem 12 - Authorlzdtian fer Executlve folcer to

Vf execute camp”amise price agreemeat wmth.51gnal 0il and\Gas God, .

Etate royaltles thevreasonabla grlce of the production at the

forkoilrof‘likefgravitj by the Standard‘ﬂilfcompany of
*:'Ja?.l.:i.fc:n:'xiia,1a ‘, | B
- MR, CHAMPION“ 1'd like a little moré explanationa‘r'

MR, HORTIG: I will 1ntr0duce the problem and,xhenr

Mt Shavelson, who prepared the form of aompromlse and agree~

ment relatlve thereto, can give the Commxssmon further detallsgA* 

he books of record the amount for Oll rOyaltles

denly found themselves faced with tha~dllemma that, whereas
most of the leases at HﬁntingtonkBeaCh - and,tﬁesé are df

long standlng -~ required payment of royalties calculated on |

shall not be less than the highest price at which a major oil
company buying oil of Like gravity and quality in substantial
quantity at the Huntington Beach Field is offering, this re-

sulted in a difference in computations because an operator

California for a brief period of time. The question became

whether or not this operatur was a substantial purchaser in

OFFILE OF AUMINIZTRATIVE PROCKBURK, BTATE Ot CALIFOMRNIA
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| the purvhdser purchased only*lgSZ per cent of the total pro«7i

wducta,cm3 ‘but, 'navertheless, in the OlelOn af the folce of

- higher prlce."

© 0 N e A B W W e

)
o

“be in connection with the actual majority purchaser bf’the
crude oil and the hlghest price offered by the hlghest majormk

:wlty purchaser of the crude oil; and for the detalls and the

et
%)

.
;R

of money lS 1nv01ved in this?,

e
~3

' 1nd1cated as due on the bonks due to the State Lands Commis~

‘tha compromise would bring it to $z5 0007

mv
LY

accordance thh the detinltlon of ”substantial quantltles |

and 1t turned out durmng the time the ‘agreement was in effect

the Attarney General thls is still substantlal undem the

cantract terms and therefore, royalty should be paid on this

Further review and analysis has resulted in a basis

for a compromise agreement, establishing what the price should

equxty of thlS prOpased compromise, I would llke to have
Deputy.Attcrney Genaral Shavelson give the bas:c.sﬂ

MR, CHAMPTON: Before he does however, what klnd

MR, HORTIG. Total of §42, 387 is the present amount
sion, of which on the basxs of the compromise we wauld Stlll
recelva~$25,123 of the amaunt above mentioned,

MR, CHAMPION: $42,000 is the difference mvolvedr

MR».ﬁOREIG* $25 123 ~~’uemausa of different pro-

visions with respect to pricing 1nAd1ffarent leases lssued

at different periods of time by your predecesgors in the

Lands Commission,

ORFIGE OF AUMININTHATIVE PROCRDURK, BTATE QF CALIFORMIA
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'not necessarily a relative amount,‘butkaould be considered an

“ this company suificientiy 1argekthaﬁrit weuld be Subjecﬁ‘té

I like the Huntington Beach Field we still felt was g substan-

 tial quantlty of oil, we did advise the~00mm1881on that 1t -

4about $11,QBG% Our orlginal Dplnldn dealt salely*with ane “
| questlon and that was whether ‘the amcunt of o0il purchased by »
.’the Unlon 011 Company, vhich had posted a sllghtly hlgher» 
iprlce thaﬁ Etandard~ﬂw whlch,was purcha&ing V1rtua11y‘a11 cfﬂv
~the oil that was purchased in the Hnntingtan Beach Fleld ~~\4
: Whether that 1,32 per uent‘cculd be con31dered arsuhst awtial

:~quantityg At that time we advised the State Lands Commission

‘absolute amount, In other words, was the amount purchased by
‘the same priCingvconSidaratiﬂns,as a much larger guantity? .

‘Since 1,32 per‘cént of fhe~t0tal yroduction.in.a 1arge field

could consider that the d@termlnatlve prlce for purPQSes of

determining the royaltxes under the leases in this particulax

is also an offer. I don't want to go into the details unless

the Commission would like me to, but « posting is not in a

MRﬁ SHAVELSON* ’We are talkmng, in other woxds

that the crlterlan for determlnzrg a substantial quantlty'was

easement.
There was another issue involved in any controversy
here which we were not called upon to discuss and which we

did not discuﬂs at thau time, and that is whether a posting

legal sense an offer. It is more or less a statement as to

what the company will pay under its uxisting contract. It ig

QFFIGR OF ADMINIBTRATIVE FROCEDURK, STATR OF CALIFORNIA
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ﬂwords, tho postlng is not an obllgat10n9
| MR¢ SHAVELSON' That ls right not w1th per@ons witk\

_wham they don t have contracts at that tlme,: It is not am

- two very dlfflcult legal problemsa thigatlon would be

© o < ® m},¢. g'jm‘7H“ﬂ'j

jout, under thq one Pasement Whl&h had the 1argest 31ng1e

-

vprlce upon.whlwh royalty was' tc be computed “shall not be U

“greater thaﬁ“ the hlghest prmce pOStEdml Bnder those circum=

~ k1ts dlscretlon amd flnd that the fair mark&t value for the B

 purpose of thaL ona easement might e’the Standard Gyl PrlGe
 fpr1ce pald far this very small quantltyﬁ«,_,

'-under Wthh we wculd collect 3253000 and that would be in pay)
- ment, of all amcunts due under all of the easements/~~ all the}

-ﬂlaaSgs and tha aasements e and the G*Mmmssmon wquld flnd

- ment was the Standard 0il Prica*' This wmll be subject to

| if it does.

hnot at offer ta takn additxenal oil at th&h Bflﬁ&,‘ wE: -

In cther erds, th&re are twa dlfflcult legal 153ueﬂ§‘

ﬁ Mka CHAMPION' It isn’ 2 an oblmgatxonw In other,

5

offer that, in a legal aEﬂS&, can be acceptedﬁ ‘So there Were,'

;costly, 1ﬁvolv1ng many defendants, a;nda as Mr, Haxtlg pelntea‘»

amgunt of $17, OOO the languaﬁe wasg - to the effect that the

{

'~stanceb, we have adv1sed the Gommlsslcn that it could exercms@?k\ 

- at mhlch the great majorlty of 011 was purchased and not the|

those two basas we have recommended a sethlement.ff

3

. that the fair markat value for the puipose of thlS one ease~ f

approval by the Governor under the provisions of the Public

Resources Code, after the State Lands Commission approves it,}

DERCR Qf ADKINTEITIATIVE PROCRBURE, aYATH OF CALIFORMIA
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MR* LHAMPIQN"_ Thls does not in amy way'Jeopardize

in the fﬂtura our 1nterpretatian”

m, SHAVELsm, Mot at all, It does not bina us. |

It is expres&ly limltad to this partlcular yexlodﬁr; |
@va AMQERSON“‘ How long does tha lease run?  ,
MK” HDRTIG* As 1ong as oil and gas are prodnced

in ¢0mmer01a1vquantit1es, and this could be hopefully‘aﬂathai

'forty years, .

MR, cmmmm I'1% move it. N
GOV; ANDERSQN“ Is there a ﬁ@tentlal suit on fhls'
1f we do not appreve this? |

MR, SHAVELSONe ‘Yesgk We would be compelled to

bring suit‘agaiﬂst all the companies who have not paid us
‘and 1 think it comes to about seven or eight companies; and
it would be very difficult litigation on both sides, and |

 ,expensivey Z#thiﬁk the costs would be comparable,te‘aﬁy o

furthér‘amountfthat weﬁmightfhope to'ﬁélleat#”pius the ﬁnhar

'taihties involved‘in the ﬂolléction# ’We think the sattlemen

lS very goad bothvfram the standpolnt of the State anﬂ the

b

other partles invalved,

GOV. ANDERSON: 1If there are seven ox eight com-

panles involved, the *otal of all of them will not emount tal
more than $17,0007 |

MR¢ HORTXG. TWQntywixve thcusand4 |
GOV ANDﬁRSON* That is what the settlamant ig foxr

MR., SHAVELSON: Yes. In other words, Lf we broughit

}_‘

zq . -

C)
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Vavex and above the $?5 QDO we are gettxng under this ettlemar

GOVQ ANDERSQN*~ From all of these companias7
MR; $HAVELSON¢ Yesa | '
MRﬁ h&MEGTY~r Ia Lt thelr contentlon that 1332 13

_,not a substantlal quantlty

MR, JHAVELSON‘ That is thelr content10n¢
MR* SIERGTY* How many barrels would that be?

MR#WSHAVELSON:' Durlng one manth 1 think it came tc 

twenty thousand barrels,

MR, SIEROTY: 1Q321wns'twenty-thousand?
MR, SHAVELSON: That's right, L
MRQ SIEROTY. Is theré still a prmblem at this

time? 1 d 11ka to know 1f there is now a small buyer in tarm&’

| of psrcentage who gives us a difference be etween the other

f (

| prxces in the area,

MR, SHAVELSON: Mr, Hortig, will you answer this?
MR. HORTIG: No, This was for a period of time

when this posting WaS;maﬂef Now, the ¢maller buyer is post-|

ing a substantially smallér price;"This relates to a particu
1ar permcd only, duxxng which t;me thms posting was 1n¢
‘I don't presume te add tc the iegal dlSﬂUSSlOn here

but 1 think a very essentmal point is the fact that the ‘peopl

who posted are on record as having said that they had not

posted inm the sense that they thought was intended by our own

contracts,

;1lt1gat10n, tha most we rould hcpe for is reasvery af $17 OOO kR

£,

¢y

¥

S ¢
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?jwas a aontract offerﬁxf]»

;cussed thaifwath the secrwtary of the Slgnal 011 and Gas Cam

13 | fxrﬁt and fhwn.we should ry to come along with an amendment -
oo df e

ﬁon all o£ the leases in “the Euntlngton Beaah area, at least,

‘f_that tlme*' T &hxﬁk it can be xmpxeved*

= thnk tha dqbseauant 1@&3@& and tho&a currenﬁlw 1ssuad by th&

5 | Stata Lands Cammmssion dm not have th&s nitfall.

‘ff? i MR@ HDREIG« Therefore,,on that basms 1t'would be. anfv  !
 32/eA£feme1y dlfflcult cclleatian to m.akeﬂ Which'wculd be an im~ |
fpror*ant part af that whlch would come up in any lltlgaflon, ﬁ;
}' ; | | MR@ GHAMPION; l,mave approvalﬁ‘ Is there any
yf:adVQntage, as a result of the Lands Gommissmon havlng thls w
iﬁfcome*up, of establlshlng leiCy for thls parpos@*yﬂ |

MR#‘SHAVELQON, If I may answer thar, we ‘have d1s~,

,pany and 1 thlnk we were bothiu0pe£ul that we could Work SOme=|

“f".thlngvoutq We famt that thls should be gotten out @f.the““af‘f"

/

and come up Wlth somajmgve satisfaatary px&vmqlong,;ltthink»it ‘

was one bf the earliest 1easas¢,,*‘ iy

Ty

MRw HDRIIG* The language~was ganerated in 193$h

(x;fi' T

MR, SHAVELSON,,&¢Q s0 we hadn‘t the empefmanee at

MR@ HORTIG" I think that is an mmpoxtant point* I

GC:Vw ANDERQONw ﬁm they have Lhi in fhere? !
MR% HORTIG: haﬁ 3%; «= ot te get in this same

;cenditfaﬁﬁ | o o

Mﬁg'ﬁlﬁRﬂTYg Th@ro is a prup%%ai o suggestian that

N RN
m* SHAVELSON: ,Inf‘.ai:hez:{ words, they did not say it |

.
st M

T ERARR T YR WY
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*axe now usxng.

MR HOPTIG’

*the prov»51ons in current State Lands Gommxssmon provisxons*

SLERQTY
about here7

MR, HORTTG:
sabstantial*

mm4 SIERDTY'

MR»;HORTXG:

It would be our ‘staff xeaammendatLon to relate Lo tht hlghest
,prlce offerei for the majorlty'purchases,
been’bexore the Cammlsslon, e cept 1n.terms af dlqcusalon

'With~thekéta££.

MP SHAV&LEGN

;ivﬂontracrar Acreement the term
‘specifically def:ned& thra@ thausan& barrels per day in the
| Long Beach g1ald Contractor &gzeemcnt is my recollection,
seven thousand in the Long Beach Unit Agreememﬂ;

SON1

GOV. ANDE

M. PORETIG:  Trobably on the order of throe per coent)

GOV, ANTERSON: Actmally; we ave balking about the
A1 Cforenen balieun 1.3‘am&'3 per cent, as to whethar one 18
srhstantial or the ciher. Aren't we begging o pmimt, 1f theed
per cent o oavbetapcicl zud 1.3 den't?  What is the diffexence

we use tha hlghest posted prmcw on

Yes, except with relation to this word

Highest posted price in applicability

to the majorlty of purchases,

the Long Beach contract we

ThlS would be dlrectly cumparablc Wlth'

Wall 1sn 't thls What we are talklng

Well, the highest price.
to get away from "substantial,”
Thls has not yet

In the Long Beach Unit and the Field

VSubstantial quantities” is

aire those?

That percentages

OFFICK OF ADMINIETRATIVE FROGEDUNK, STATE OF GALIFORNIA
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”wﬁHuntlngtcn Eaach Fleld 1 32 of the Huntlngton Beaah Fleld
“fproductmon is consxderably lass than what L. 32 Gf tha'lemlngm

é”:Lﬁn Produetmon would be, &Hd furrhermoreu in our sesee

1 by one per cent of the'W1lm1pgton Field WUqu be much greater

ﬁ‘a day*;

| the majority buyer, the price paid by the mejority buyer in
the field. |

:‘ MR* EHAVELS@N ' 1ﬁ our Oplﬂlﬁﬂg tha quagtlan lS not |

neaassariLy one of felatmve amouutsa but rather ahsolute

GOV, ANEERSON,' I don't follow that

Mﬁg SHAVELSON In other WQ1ds, 51nce thc productxoﬂ‘

in the Wllmlngton‘ﬁxl Tleld is much greater than that in the

juntington Beach Field, then the absolute quantlty represented

than the absalute quantity represanted by Qne parcent of the
Hunﬁtngtan Eeach Fleld, | | | |

Mx* SImRﬂTY' Except you mcntlaned it has been

stated that we are talkydé in terms of twentv thousand bar*el&

ME., SHAVELSON: N¢} no - for a whale mﬁnth*
MR, SIEROTY; Twenty thousand barrels a month Stlll
sounds like a sizzble quantity, which is ene peint. The

second yuestion I'd like to raise: You are using as a standax

MR. HORTIG: The higheSt price sse.
MR, SIEROTY: What do you mean by "majority buyer'?
MR. HORTIG: Well, the purchase mf:zhﬁ‘majmﬁity oil,

rather then relating it to the price being offered by a mimordt

iamauntsﬂ The Wllmlngtan Wlulﬂ produces mhch m@re Qll thaa the“ k

OFEIAE OF ANMIRITRATIVE PROGEDURK, OTATE OF GALIFOUNIA




fbuy r ana whether that mmnarity buyﬁr is cUbStaﬂtlﬂla in other  ‘  

fiords, the hxchest prlaa pald fcr more thdn flfty pex cent of .
.}Lhe oil s ’ | |

N
4

M. SIEROTY:  HSwfmanV‘purchasets«wou1d¥¥§eréfbe
_Wlthln that majorlty?" ‘_f‘v '_ | ‘ ‘f | | ;“" 

o, H@RTIG- Well, this varies; some fields have as |
| few as one operator posLmn ; some fields hava'actuagly“no},

‘operatcrs p@stlng,Lln,thchfevent'therprice'is’dététmined by

© @ <} o @ & t‘-ﬂt\:&-* e

‘the CommiSSion«in"ﬁelation t0~what is?being offered by'maiovity

oo
L =

buyerv in ad301nxng tlelds processmng the same quallty af oil;
“and there are some £1e1ds where there as much as seven opexa-
f,g 1z tors postxng* | o - |

’ylskf | 13:‘ERQ SiBRDTY° Isn 't ther& a danger if your majorlty
:14 fi;.onenbuYér7w if one buyer buys flﬁty per cent cf the 011 in
'  15 the tield lsn 't there danger? L 7 ER |
gk-ié‘(.l_7‘,, MR, CHAMPIQN“ e are gettmng away from the probiem  f¥ ;
 - 17 because essentially we ‘are talklng abnut an ex1st1ng comtract %
18 whmch is quite different from the Long Beach.praposal we are.

”;fk19  going to make. We are talking abQUt the condltlon’ in the

2¢ | Long Beach contract and we propose they will be dififerent thar

| _31,'thmsm We are trying to deal here wmth,wcrdlng we would not

?'“fff " 25 approve in an existing lease. So the two thmngs don t go

g5 | together, ~ o |

24 . MR, HORTIG: We are taking care of a eituation whieh
25
2e

existed, but which no lcnger'axistﬁfaétuaily, simply to,disgo?e

of this past problem, It could recur, but ssuus

T f“fi ' S OFFIGR O ARMINISTRATIVE FROGEGURR, SIATE OF CALINORNIA
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"fer anythlng else we may dos

4as a gauve. Ncw, does Standard 0il buy flfty per Lenc or more |

tion and about seventy—flve per cent of the total productlon
“of the field is my recollectlon, So it 1s‘the_0verwhelm1ng_~

'quantLty 1nvolved¢ i

' have this other issue, whlch lS equally dxffxcult and I think

  tak1ﬁg both together a oomprcmlse settlenent like thls is bes

“vicissitudes of legal opinion.

s MR;ACHAMPIGH* we are %eLtmng no pracedent here

MRq SIEROTY;_ Let m@ relate thls questlon tq thls

partlculax situation, You,have mentloned Standard Gll pwlcé

of the productlon in this f1e1d7

MR, HORTIG: Yes, hlgher than that@
| | | MRn’SHAVELSON‘ It is about ninety nine per cent or
n1nety— 10ht per cent of the production. Thls is my recollec-

tion, In.other words, some comnanles take thelr own produc-

1 mlght say ‘that for the greater portlon of this :
amount that s due we are. applying the prlce posted by the
small company, and as 1 pmlnted cut, before, even if 1nAany

litlgatlon we got oven the hurdle of substantlal quantlty, we 

f"i‘“

for the State and does not‘establlsh a precedent, As Mr;‘
Champion pointed oﬁt, in a transaction like the HLong Beach
Unit, we specifically deﬁinevgubstantial-qu&ntities; but in

these, it is not defined at all so we would be left to the |

GOV, ANDERSON: It may not set & : legal precedemt,

but doesn't it set a policy they can hang their hat on?

| OFFGE OF ADRINISTRATIVE FREGEDURE, BTATE O SALIFORNIA
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““ ; don't thinl. we have commltted ourselves at all to saylng Lhat |

2 | ag ﬁar as the greater quantlcy is concerneﬁ we haVe applied

i-;the nlgher prlce pasted by tha Unlen 011 ﬂompany. In other

are applylng the Unlon Oll prlae to ané only as to the re~"

;malnder, 17/42, we are applylng the Standaxd prlce, So I

the Standa”d price would determlne Lt%

| to vote against it?

thé*atféntion‘of the bcmm1931cn particularly‘to page 44 of thg

g raported thereon., These are part of a sarmes ﬂf nﬁua blllS

' by the Launds Gommlsbion to be 3ntroduaed at this ses \n for

, 1egislatmva aonsmdaranmmn,

MR* SHAVELSGN, I don’t *hlnk s0, Governar, beuausa ;

4 ,Words, takxng the fractlon,'lt wmuld be 23/42 of the amcunt WEV 

| GOV. ANDERSON: I don't like it,

MR. CHAMPION: I have already-mcved.
 'GOVg‘ANBERSOﬁ¢ 1 don't want to secon& it. |

MR . CRANSTON: It ll_seﬂand,the motion. Ycuywish

- GGVQ'ANDEESGN:' I won't make a fuss about it.
MR¢»0RANSTGN If there is no further dlqcuSSLOn,

twe p031t1vu votes, one negatlve vote@ 

Next item -~ Iniormatlve status report on.leglslatlcn;'

W MR, HORTIG* M. Ghalrman,kl should like to dlreﬁt

Y
)
B/

supplemental calendar item, and partlcularlv thh referenae,_'

flrat, to both Senate Bills 139 and Senate BL11l lﬁﬁ»that are |

for clarification of exmstzng statutas, which were authmrlze&' |

Wxth respect to iny Senate Bills 139 and 142 we

ORIIGE OF ARMINIETRATIVE PROGEDURN, STAYS OF GALIPORNIA
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, hav& recemved questwana and requasts from othem publxc agenale

ﬁfor proposed amendmenta tu these bllls%‘ In view ai the fact ;

‘would only add to the cnnfu31on to propnse an amandment to

|what we con51dered obsoiete leglslatlon_ 1nc1denta11yg~that

o ® m} mffp 'G<TN‘~H 

| time; and,'thereﬁcré, recommend that the CommiSSicn approve
 that we do not proceed with the processing of Semate Bills

'3139 and 142 and the staff will continue the discussions with

b
e

next session of the Legxslatura.

o~

t’hat3 1n the fmrst 1nstance, 139 prapased to eliminate statute

which we thﬁ beﬂn 1nfermed are obsole..te2 it appeared that it

>0b3&0t10n was ralsed by the Port Authorluy of the Clty of
10ak1and*‘  | B R
V“Asvta Senate Billrlﬁé thé San Francisco'yortaauthw‘
ority, in connectzon wmth our general dxscusslons with them,

propcsed an amendment and would ‘object to Senate Bill 142 only

if they were exempted fram.the applicatmen of the set ~- againj

campllvating 1t*,v;

In vmaw of the fact that both af these vere Proymsed'

to ciarxiyg I believe we are in a hetter pOSlthﬂ tojust let

the statutes sit as they are, rather than amend‘them.at.thi$

the agencies who raised questions to see if a clarified form

cannot e developed for iﬁtroéuctmon W1thaut ebjeatlon at the

MR, CHAMPION: I move authorzz&tlan of the staff to
pﬁaaead on that basls, |
GOV, ANDERSON: Second. o
MR, CGRANSTON: Mﬁvadp sacondad, made unanimously.

o

GEFIGE OF ADMINUMITRATIVE PROCKDURE BTATR OF CALIFORNIA




T . cmmbmu, May T 'ask the status of S.B. 2980 |
 ;2f'As I understand the new repcrt whlch the Speulal Senate Rese&zaﬁ\”“
.3 5Subcomm1ttee obtamned yesterday, 1t 1ndxcated approval of S B,j g
g 4 298f~ Rees,v  . s ;\‘4 | S o
3 MR, HORTIG: Actually of the intent, in terms of
| 8 'ﬂﬁggesting the posslbla‘ﬁasiraﬁility‘bf~having the State's
7 1ands camn:tted to a unit before the antlre Oparatlan is of~
8 ferhd fo* the vafy first bld sckln prlnclple thxs‘suppnrts
g | the intent of §.B. 298. | | ‘ | |
10 | MR, CHAMPTON' Would you take what the report said
11 ] o the reaction to 1x>as maklng it p0351b1e to. proceed with
lz‘ythe enactmﬁnt of 8,B. 2987 | |
13 MR, HORTIG: It waum be helpful to it and this, I
14 | must assume, is orie of the consmdatatlons whlah.went,lntb the |
15 ‘fact that yesterday ﬁg 2@8 was deferred from committee
ﬁ'16 ccnsmdelatlon until next Wednasdayq o e o
17 MR@ CHAMPION: But it is set for next. WCﬂnesdﬂy*
18 MR, HORTIG: All of the ather bills remaﬂnlng on thg
1§ 1lat authorized b; the Stane Lands Commission are in various
20 ystagen of committee approwal and none of ‘the other bills hav& |
21 drawn a single nbj&ctlan 1rom any & ﬂﬂency ox private, party, i ?
32" | MR* CRANSTON: ;ﬂow abcuu A.CLR, ﬁﬁ,wf Speaker Unruhls
23 Stgdy?} | \ | f
o MR, HDRTI&« It has been amended to broader scope }
55 and 1t is stidl under study as 1t was amendedw»
g MR, CRANSTON: Does that hﬂwe to ﬁé.&mﬁiﬂﬁd b@immﬁ

OFHIGHE OF ADMINIBYGATIVE PROURRURE. BYATE DI CALINCRNIA
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| that the staff work on the Lands Commission’ e pQSlt“Gﬁ to

| present to such an mnterim,srudy# Whatner this can be d@ne

| to bog down in the rest of “the sesamem and suoh a stwdy wauid

»¢t gmes to the Senate?

nection w1th thlw general 5uhject, We'hava the~memorandum

tldelands tuwnxng them over to 19031'3ur1361ct;0ms, and it .

would recommend these, accept these, and pass these on an
the revenues in some cases.

‘want to tdke certaln of the revenues, 1'd like to propose

‘but I would h0pe there woulﬁ.be one == that there be an nntar,

»study on turnlngvover'lealands'tﬁ‘loeal Jurlsdlctxuns, and

"nga us a chance to 5tudy thaaa carufully‘

B MRw HORTIP*’ it has not to my reaollectlen been
through any qanate aommmttee, | | ,‘ k, | :
‘ MRﬁ CHAMPION: 1'd dike to raise a questian in con-

report. that we asked the stalf ‘for om the Hills aftectiﬁg

is very clear that there are SO many . dlfferent pr0p0$als w1th

conflicting pOllGlEb there seems to me, at least, to be a neec

for a general policy on the terms that the Lands Coumission

individual basis ~w»wmth_1ncrea81ng.1nterest in taking over

In some cases it is just'a-graﬁt; in some cades they

that the Comm1581on,d1reat its staff during thlS time to wvrk

on a study -- there is no such proposal hefore the Legislatura'

in thxs session - « It is pretty clear many of these are going

Lmakimg ovey th& llat, I was $uxprm$@d to see tha

policies 1L$tﬁd under gome mf those pf@pQ%@d grants,

A

55
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| by the same cammlttee?

| they go to the aenate G*Ea, but in the Assembly they are apt

xo‘vm‘fﬂ‘#mwimf«ﬁ S N T~ S

-
)

| as, fox example, all the tide and submenged 1ands 1nc1ud1ng
aounty, a county with an extensive waterfront.

,they take over one per cent of all revenues from tLdﬁlands ang

‘ 1‘GOV4‘ANBERs0N:”'Are\they'ﬁeing handled ai;@getber;

MR, CHAMPIGN¢ Unfortunau&ly'hat; théyjéfe»all over

the 1andscapem‘

MR; HQRTIP' Genera?ly thls is true. Generally,

to pop up anywaereu

MR, CHAMPION: 1 don t thlnk thls can be establlsﬁeé‘

at thlS time; but those thaf are deferredg we ought to get tc

work on a‘pcllcym» |
GOV. ANDERSON: HOW'many are we La1k1ng about?
MR, HORTIG: I think fifteen. '
| | GOV, ANDERSON: Fifteen difﬁerent communities with
dlfferent proposals” | | | o

MR, HQRTIG' Some of thémiaxe~rather far-reaching -+

all the State Lands Commission existing leases in an entire

MR; GHAMPION' Then we hawve thls other propesal thaﬁ;

use tham.for really not a very flxed purpose -- a kind of
mpen purpoae, 'ua, 1n effect, 1t is an Qpen apprOprlatmbn Lo

be used a]mo.t at thg discretlon of the communitv ~e  @YBmN

though thiis is being handlad thraugh the Smt:an Whlcu ig bad ;

hudgetmng so far as 1 am canaﬁwned U : -

MR, SIEROTY: Wr, Chalrman docsn't this alsa affect

56
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want to 1nclu&e them on the study?

/

jtself of thc revenue, which is- certainky a 1egal question,

MR, HDRTIG* Addltianallyﬁ as to the avaz]ablllty

";of the 1ands for recreatlonal use under the guriﬁdlctlon of

, or1ty after a grant. | | | | -
MR, CRANSTON: Do you want to cenbﬁ%@that tﬁéré be
'a,gene:al study -~ staff'study‘of a Commission péliéy?} 1
’ﬁhink that‘caﬂ be 0ur décisian Wiﬁhout aifOrmal.moticﬁ;
o Do we have a supplemﬁnaal 3tem? : | | |
| MR¢ HGRTIG* Yes, a &upplemental 1tem on page 55
’of your agenda, gentlemen, and as pomnted out the United

,'States had'~h in un avea whlch‘was auflently under 3ease ot

had been.under iease fram theAState, with the lease explrlng ,
June 30 1962 -~ an. a*ea~which had bEun da31gnated as, a camn54

| Wthh has beem upgraﬂed to a fort, a permanant faﬂllluyn

The Army Englneers, a8 real estate agent for the
Army, Wmuld desmre tn\antaln fee tmtle to tha sai d Lands ln

the area thraugh the nagatlation of an exchange thraugh thé

finepartment &f Tﬂtewanﬂx Buraau of Land Manavgmemt, Thms as *

the Cﬁmmms51an is awara, ls a time- con&unmng j ﬁC@S& and in

1 B

the lntermnan orfer has heen nmade fmr rﬁe pavmenr fur the -
fiscal year-of a rental of $2L,120 -- whluh ia bdsed upon

-;aatual appraised value,as agaznst the primr rantal wnxmh had

the Beaﬁhes and Parks program thraughaut tha Stata? WOUld wef 7'

MR; CR&NSTGN.» That gets ta allccatlan by the State‘

the State ElVlSlon of Beaches and ?arks as agalnst local auth-

B\
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been determlned 1n i951 under thEn exxstmng appraised valmes 1

‘and rental schedules of fhe CammL381an at anly thlrteen hundred
;dollarsu | R ‘ | " |
| Addltlcnally, we. have underway a rewappralaal becau?e'
of the rapld appreclation of values 1n the area, which would
be applicable to future lease rentals durlng the perxod of txme
these exchange negﬂtlatlons are belng consummated and it is

"the oplnlen of the staff that the offer of $21,120 Lvr the

0w ® N o o s K N

| lease remtal for the year should be accepted because it

o

appears fair and equxtabie,’and next year we will be back to
'Jhw‘il ;the Gommisslon with dlsou531on for rentai rates to be applla-
>;;i2;'ub1e durlng that y@ar and ensuing years untll such time as
 f13 the~negot¢aplon for exchange of lands,cmuld be consummated,_'
;4 e d&v; ANBERSG&:“,HGW long wbuld:this‘ﬁaka? Wouldn't
5 {»,15:‘1t be to our advantage to make this transxer” | I
t16'“~,l" _’ ‘;,‘HORTIG, This transfer isn "t undeﬁ oux conﬁrol

ﬁ‘17 as far as time is nnncerned chernor It depends upon the‘

‘silg Bureau of Land Management of Lhe Department of Interlor and
tlgv‘hOW‘faSt the U. S. Army Englneero can convince the Bureau.

'13Q» The normal exchanga transact:on or 11au Qelection transactxon_uvw
 ?21(A0n.whatever dppl1catian before the Commmsélon now takes an,

ygé’ avarage of thrﬁy ﬁays af proaessing in Srate Lanﬂs DLVio&QW
;.rfgsvand State Lands Cmmmmssmon ~= possxbly‘nat in excess of forty;
. ,24w:£1ve daysﬂbaiare;ltfs ln'ﬂashiugtmn, 0, G», and it is then |
ap ’praﬁ@sseﬂ_iﬁ‘WaShingtam in an avaraga~now o§ £ivm to six yﬁars,

sl GOV, ANGERSON: I am in favor of it,

S OYIFSE OF ADMIRUPTRATIVE PROCEDURS, STATR OF SALIFOIMIA
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}funanxmously»

v O R e o e 'tﬂ_' S

MRw CHAMPION: Second. | vl
ER, GRANSTON*,’Approva1 m0ve&; seconded, mads

gﬂ?g ANDERSON* I d 11ka tO see us do it as fast as

"we could so that we get someihlng in exchange that is worth

«whlle,

MR, CRANSTemé I believe we are ready for the final

item, which is 14 -- Reconfirmation.of”date, time and place
of the next Lammis&mgn meetlng -~ Thursday, Jupz 27, 1958

at 10:00 a.m. iu Los Angeles‘ - There belng no further

business we now stand adjourned,
ADJOURNED 11:25 a.m.

Flekdokiiekl
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fOregﬂlng flfty~n1ne pages cmmtaln a full

“, REPORISR's CERTIFICATE »

I LOUISE Hg‘LILLICG hereby certlfy that the

o

true and cmrrect

t;anscrlpt\ﬁf the shorthand noteﬁ taken by me in the mfet gl
| of the ST@TE LANBS CQMMISSIGN held at Sacramento, Calnﬁbrnla
Een May 23 1963,

Dated Los Angeies, Callforn1a, May 31 1963
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