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MR« CRJ~NSTON:, ,.'J:ne·'c~'1u~'etin!1;· will please .com.e to 
. 1 > .,., .... 

~ ··order. First it.em is c?nf:\:tih8.st:ton ~1)£ · niinute$ of meet1"ng of 

6 

7 

8 

"'51 

February 28, 1963.,. 

GOV~ A~ERSONi~:,; So move. 

lYffl:~ GHJi..MPION: Second. 
••• '1 

' 

<' 

c:1 . 
MR"' GRANSTON: Th~ minut';e.s are approved unanimously 

In view. of thE~ fairly large numbe1c of people 7,te£e~. interes.ted • . 1~ 

in Item 15, if there is no obj.i;ct.ion we will take ·-·that up 
'/ 

9 I first. 
\, 

10 Item 15 is Informative Sta~"fS Rettort on tong Beach 

11 Unit~ 'wilmington Oil F~eld" Frank? 

l,2 

lS 

14 

MR* HORIJ?-IG: Mr~ Chainnai:t~ the Commission has ...... ·-·:..~-" .. ' 

,· / 

received requ~s'.ts that these letters be :r;ead i~: '~o the record · ... 

four lett~rs,. speoifical.ly: 'two, from Richfield oit Corporatio ~ 

lo dated May 2 and 7, respectively; one from;, Pauley Petrole.um . 

16 

17 

lS 

1.9 

20 

21 

22 

25 

24 

26 

dated.May 9; and one from Jade Oil and Gas, dated May 10. 

What is the pleasure of the Commission? Shall 

thes~ be· read verbatim at this time? Or, as established as 

a precedent> possibly, at the last meeting, they might .he 

c.onsidered, for introduction into the record without the 

neces~ity of reading them verbatim\t 

Mf:'~ CHAMPION; I move we enter them withdut r~,adi11 

them verbatim~ 

GOV 11 ANDERSO~~: Second. 

MR* CRANSTON: The motion :ts made, seconded and so 

ordered. The letters have been received by members of the 

.. (j 

c:-i 
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Commission a\ld have ·or will be read by them~ 

(Letters referred to are :t:ep:rdduced bel"ow) : 

All letters are in X'·eference to· LONG BEACH UNIT, 
WILMINGTON OIL FIELD.., . . .. · " 

.Addressed to Honorable Alan Crl:µlston, dated May 

2, 1963, from R;i.~e!<L .. Oil ~9£2.rE.Q..:t;.CL;i~~: 

2 

"' Richfield Oil Corporation holds oil and gas leases 
covering approximately 1024 acres of' land in the Townl'o 
Area lying within the 'Participating Area 1 of the pro .... 
p.osed Long Beach Unit of the Wilmington Oil Field.ii· Thi . 
constitutes a little· over 53% of the participating Town 
/-.pt Area~ We write this letter in our capacity as the 
holder of the working :!.nteres ts in such oil and gas 
leases in the Townlot Area,, 

,We have just received a copy nf the transcript of 
the lpublic Review of' Proposed Field Contractor Agree­
ment t conduct.ed 'by Mr4 Frank Hortigl Exec.utive Offic. er 
of the .Commission, on April 15, 196J in connection with 
th~ CotJ.md.ssion 1s consideration of the subject Unit, and 
have noted\ ~al! argument made, by Mr~ D,. E. Clarki repre .... 
senti'ng Shell. Oil Company, wh1.·ch is :reported ·from pages 
52 to 64 inclusive of 'Che transcript"' . 

As we understand·Mr. Clark rs argµment, it niay be 
summarized as· follows~ · · · 

i' 

(a) Ordinances of the City of Long Beach £oh: bid the 
dxilling of oil and gas wells from surface locations 
in the Townlot area of the proposed Unit; 

(.b) the deyelopment of the toWt1.lot Area will result in; 
:;i, net prof:i.t, after royalties to the landowners~ of 
$120,000,000; 

(c) such profit cannot be realized unless dt:illsi~es ar 
made available to the ~6wnlot Ar: ea from the offshore 
d:t'.illi'.:...:~ islands provided for in the enabling ordinance. 

(d) therefore th~ City fiho-uld charge the work inf? inter.., 
es;ts, in the Town.Lot Area the amount of the p:rof:i..t to be 
realized by them as a .,drillsite royalty1 for use o:t 
the drilling islands; 

(e) otherwise, holders of th7 To~lot Area. workin~. inte.1 ·~ 
ests will have an advantage in bidding for the Offsl!ore 

26 Area li'ield Contractor Agreement measured by the profits 

..... w-w·-· .. - •. to. be reali~e~. ~: ~ t~-~m f:r.om the To:wt1J.ot Area it ,,_ • _j 
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,,n The foregoing argumen;;t ls specio'q1,; but it is in-
a valid ~or many reas;·ons > and1 falls of i·Js own wei,ght when 

enly tt-vo basic· considerations are taken into' account* · 

'\ 

The first ,s,uch cor.tside:r:atidn is thrl ·~ the· Offshore 
Area Cat\nOt be developed for oil' and ga:c. c.··b.nles.s:,·1 the. 
Townlot Area :t.s also d.ev~lop~.d conc:urreri.tly therewith 
without incurring danger of subsidence in the downt:o"ttm·.;; 
bu.siness section of tong Beach; and this fatt' con,stitut s 
abundant consideration moving from the T'ownlot Area . to 
the o~.fshore. A-:tea ·for drillsi tes. . 

. The second such consideration f.ollcws from the 
first,.: It is that the 'l'ownlot Area will be:. developed 
regardless of who is the successful bidder for the Fiel 
Contractor Agreeme~t, and if there is a profit to be 
made from such developµ1ent the h0lders of the .working 
interests will make srach profit!k whether or not they ar 
parti~s to "L:he Offshore Agreeme·n.t. It is illogical to 
assume that the holders of the wo·r'king ;_,interests· in the 
Townlot Area will bid more for the Offshore Field Cotv· 
tractor Agreement because of .profits they anticipate 
from development of the Townlot Area, becaus~ they wottl 
thereby forego or dilute such- Townlot .Ar~a profit.. In 
any cas.~, they would still have no advantage over u~om-­
petitors· in bidding for the Field Contractor Agreement 
because su.ch competitors could likewise bid more becaus 
of profits.they anticipate from_oil development in some 
·other oil fiel.d~ . What is the difference between A bein 
Willing to forego some portion of its profits, frotn the 
development of the Townlot Area in order to bid rnore 
than it otherwise would for the Offshore:AArea.". ~JYd--~J} 
being willing to forego so1ne portion of· its profits fro 
development in the :Mideast in order to bid more than it 
othel:Wis.e would £.or the Offshore Area.?. It is entirely 
unlikely that either A. or B would be foolish enoug_h to 
treat antici~ated profits from oil development as 1mone 
in the bank, · but if such an assumption is to be made 
at all it shou.l<i be applied equally to A and to B ... 

The, two basic considerations referred to above ste 
from the I11itiati:ve Ordinance adopted by the people of 
Long Beach at an election held on February 2.7> 1962,. 
Section 1 of that Orcinance reads as follows: 

Section 1. It i.s hereby £01 .. lnd and determined: 

(a) That it would be in the best interests of 
the City o:t Long Bea.ch and the State of California to 
authorize and approve the inst.'.tution of a plan for the 
controlled explorati.on and exploitation of the oil and . 
gas reserves ut1det"lying the presently unc1~1veloped porti ·n 
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Hof the tid~ an.d submerg~d land al;'eas heretofore grante 
to the City by. the S~ate)'.of Californ~a., and located 1· ··· 
~aste~ly ?:t;, a~d outside ~he 'liarroor :g1strict of. the C.ity 
as said dJ,..str::t.c1; boundaries are·, def~n~d' ~s of the ·· 
effective date of this ordinance. Said presently un­
developed po1;tion of tide and submerged lands (w:hich 
shall not be· deemed to include any of the ttde and sub­
merged lands committed _to" the Richfield Oil/r'Corpo,:i:at:ion 
Parcel 'A' Drilling and Operating Contract)and presentl 
under development from the Harbor. Distric t;f shall, :"for 
conv1nience, be sorvetimes hereinafter reft'fl:red to as 
the Off shore Ar.ea ,. \1. 

\' 

',\ 

(b) That the r~~ults of detailed\engineering 
~eports and the interpretations of geologic' and seismic· 
data indicate that undeveloped oil and- gas reserves in 
el'~onomj_cally recoverable quantities underlie certain 
p/ortions of the publicly and privately owned up1 and 
l:1roperties locatec.1.easterly of Pine Avenue in this City, 
ar~ adj a.cent to and norther,ly ·of the Offshore A~tea,.. 
Saicl:{1pland properties shal11, for convenience, c\e G<ome .. 
times hereinafter ... collectively referred to as the 
1Townlot Area t.. · 

(c) That the said Offshore Area and Townlot 
Area. are. included. w~thin tqe .. ;g·e-¥gra.EJiic ·Bpun4arie~ or a 
p_-µb,sidenq!:t Are<;,_: 1~~ heretofore .i;ged and established · 
by the State Oil !!and Gas Superv1.sor pursuant to the 
provisions o.£ Section 3336. of the Public Resource8i Code 
of the State cf California.. (\emphasis supplied) · 

(d) That the results of studies by qu,alifled 
engineers which have been conducted in certain ':segments . 
of said Subsidence Area, and the demonstrated beneficia· 
eff.ects derived as a consequence of putting the recom ... 
met>.daticns so made into operation., indicate that the o y 
feasible method that can be ex ected tQ.._Egve~t or · .. 
?rrest; .subsi en9,~ ;!.11 ~\l;C an .~.rea 

1 
i.~ b.J!: .l:'epi-:epsuring 

j;:he .. s~'6.su~£_§!.ce o;J, !.A..4 gas ;orm41-t101ts 1;.hel?.eunder i._an.s! 
_i:_lia1= s,u9Ji r.!?E.r~~§....~~~18 .. 0Eeratio11s, :i..11 .aod:i~ tiop. thereto 
snould. increase tht~ .amou1it of oif ul/ .. .:imatel recoverabl 
l:rom -~~~--~.·-_2a __ s:underljf~~. sticfi .. \!r_ .. e:~ anrl;. :grot~ct 
,tfie o!J O'.f_, gas ... l;:,n. ~J:icfi Iand§_t.~qri£,Pn¥~s>na?,!_e .~~ 

"i 
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i 
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~;1gas or both·. Each zorte of a·: gc.aneral structure wh:i;ch 
. ,,;.is separated from any other zone. in t'b.e strucpa~e is a · 

separate,pool .. 

By the foregoing s1-ection of .the ·Ordinance the peop e 
of Long Beach have dete1i;.-mined that the Offshore .Area an 
the Townlot <·At;.ea shall be developed concurre11tly, becau e 

"bb.tl.J;a.re in¢luded within the geographic boundaries of a 
'subsidence area,' as e$tablished by the State Oil and 
Gas Su2ervisor pursuant to the provisi01'H3 of Section 
3336 of the Public Resources Code; th,at 1 the only feas .. 
ible l:.~ethod that can be ex~ected to prevent or arrest 
subsid~11ce in such an area (i.e.- the Subsidence Area 
above referred to) 1is by repressuring the subsurface' . 
oi.1 and gas .forn1ations thereunder; and that su.ch l:'epres" . 
surin.g operations, in addition thereto, should increase 
the amount of . oil ultimately recov·erable from the 
formations underlying such area and protect the oil or 
gas in such lands from uru:easonable waste'; and 'that 
unit or (!ooperative development and operation of the 
pool or pools (as hereinafter defined) un4erlying . the 
said Offsho~e Area and Town.lot Area i.s nec:~essary in 
order to pre·vent and insure aga:Lns t the oc~currence of 
subsidence. 1 

D 
Such determinations made [?y the people of Long 

Beach in the ·Ordinance were ba~ied upon s·ound. grounds i. 
If the Town.lot Area is not developed in a unit with the 
Offshore Area many technica.l problems will be created 
for the Offshore Field Contractor and for. the city of 
Long Beach and the State of California. .Subsidence con 
trol would be uncertain; tbe recovery of oil would be 
reduced; and operating costs would be increased. 

The Ra:nger Zone 'ar.d all prodttctive zones underlyin 1 

the entire undeveloped area are continuous inter~connec ~d 
reservoirs and at·e pressu,:e-.connected throughout except 
fo-r possi.ble faulting" Any pressure barrier faults tha 
exist trend north-south and would not separate the Off ... 
shore Area from the Townlot Area11 This geologic fact 
is demonstrated throv.ghoutthe Wilmington Field and 
nearby in the Fault Block VI. Area, inclv,ding Richfield 1 

. Offshore Parcel •a r and the area developed by :Vroducing 
Properties, Inc,. onshore adj.a.cent on the west to the 
townlot Area..- ·· . 

" 
It is beyond question that the re~ervoir pressur{~ 

underlying the Tow11.1ot Az-ea should be tnaintain~d becaus 
of the danger of subsidence.. 'Xhe only possible alterna 
tive to the development and rep'ressuring of th~ Townlot 
Area WO'uld consist of drilling a series of water injec .... 
tior: w1ills de~i~~d to creatP. a •water curtain 1 betwej 

D 
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0 the. two areas. lf such ~n. alternative i~ physj.cally 
feasible at all (and there is some doubt about this), 
the j_njection wells wo-uJ;d have 17:;" be drill$d principall , 
from the offsh<.,n:e drilling islands and would approach 
tt:e. line sepa:i;ati1:1g the Offshore andnTownlot Areas. at. " 
right angles or high angles and creaite a . wide and .-h~nce \\ 
inefficient •water ·cuwtain .. ' To t:l:vbid ultimately rnovin 
water to the'TownlotArea, it would be necessary to 
drill the injection w~lls some dista1\c~ south of the 
separating l:ine and th~ City and Stat:.S wquld.sacrifice 
re!covery of an enormous amount of oil fr6m the portion 
of the reservoir lying be.tween the injection wells and 
the separating line"'· 

.' " 

The problem of creating and maintaining a 'w:lter 
curtai1~' that would penna11.ently separate .the Offshore 
and Towillot Areas and enable reservoir pressures in bot 
areas to be maintained would be extremely complex,,. ]'or 
example, r~servoir pressure in the aquifer lying north 
of the Ranger Zone productive limits of the Town.lot · 
.Area is below original pressur.e because of withdrawals 
of oil, gas and water from the Signal Hill Oil Field, 
the MontereySt~te Lease, and from other parts of the 
Wilmington Oil Field,. Thus, if a 'water curtain' were 
to be maintained at origina.:t·pressure between the Off­
shore and Townlot Areas, inevitably oil would be pushed 
from the productive Townlot Area nortq across the water· 
table .·into the lower pressure aquifer and it would be 
necessary to inject still µ:i.ore water into thrp water 
curtain, further ~xpanding\ it. To· prevent th~s, it. 
might be neces.§_ary for the City to drill an. additional 
set of water inJ~ction wells into the aquifer north of 
the product.~ve 'To'Wnlot Area and to attempt to maintain 
reservoir ,j;n:~~.ssure in the Townlot Area and the" Townlot 
oil in pos'.ll,,~ion by balan~ed injectiCf'1. on e~ther side 
of the Townlot Area. To say the least: this would be 
d .. f-t!· . 1 .l. i.l.Ct;t ••. t,. 

It is certain that by a.rbi~r~rily placing an other· 
wise unnecessary 'water curtain~. across the Ranger res.e '.' ... 
voir the over ... all effectiveness of the Wll~ter injec.tio11 
pl:cgram. in the Offshore Area. wo';1ld be reduced and less 
oil would be recovered., The ma:t,ntenance of the· 'water 
curtain' would be an over ... :riding and continuing factor 
to consider in all planni11g, both for production a.ttd 
injection" 

Costs would be increased because the same number 
.of drill:tng islands and the same facilities (with pas ... 
sible minor exceptions) would be.required for th~ Off ... 
shtrJ:e op era ti on .as woul.d be reqt1irc~d for the co1li. . ..iined 
Off ... sho:re Townlot ·1J.nit operation~ If the Townlot Area 

"* m I 't. '• ", li.t....__.., ___ _..._,,~· · :&•nw•Ai""""1i 
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1 'do~e 1not part1cip~te thal};:all. (1'a.pital expenditti~es ~n·d1·, ... 
cq~ts lwould ·~"'Qe borne by ;th~ Off shore Area., apd , the : 

. ~Jilo1fnt of s11cfi'\~xcess: ~ost,7; and expe~ditures ~1oti1d be\\>· 
equ:t;valent to the portion thet>eof wtlich would ·;b~ bqrne 't 

,, ,. by ~he\:" Townlot A:t;ea if ·):i.t p~~ticip.ated, ·hut wit;I:tout an:lr;" 
· · adaJ.tional benef;i..t to the Offshore .,Area, ..... ·\ "· . ;,. 

' ' ' ' ' ,,· ' ' 'i. ' 11 

/,. . . . It :ts <;-1.~~i ft om the ;o~ego:lng ~pat t~te . us'e of . e111'~ ,., 
offshore drilling l.Sland$,. ·ts. n9t a gift to tpe T:ownloti( .• 
Area.. .~~:t;,thermore the suggestion by, Shell 

1
,that a cka:tl~ 

be mad~ ··co the Town.lot Area for drillsites :'\is entirel:h~ 
ii:con$is.te:it w. i th so.t;nd un. it. aper. a. tion theo1:y and .. pr,aq.IL ... 
t1ce •... It is paradoxical to contend that under a plan 1 ..• 

of uni. e opera~ion~ some. participants. i·r.·li. the ·~1tii·.· t. P .... lan 1[ ·. 

should pay dr1lls1te ·renta.ls or should pay for any so~rt 
of 'pass ... through rights.' It is of course impl:Lctit it~ 
a unit plan that·· ·~11 participants sliare in· proportion;! ·, . 
to their i11terests ~n every ~a:rr.el of oi~ pro~uced fr1prrt' ·,· 
every well located in the unit, area and i.n all e;xpens,es 

i.\, Drill~1ites and w~.~ls in a uni1~ plan belong. to a11 · par,~i · 
11 cipants and are 01pe1a.ted for theit mutual bettefit: in r 

the development of ~the unit area as a wholeo This .wa~ 
expressly recognizea in the Initiative Ordinance of' 1 

February 27, 1962.. Section 3 thereof provides as · 
foll~s: " 

'. :I 
! \\ ;( 

Sec~ 3. Subject to the ccnd.i t:t;x:s:~ 1imi1:-a~\ 
ti.ans and restriqtions· hereinafter in Sec~iot1. 4 pl1l¢VJj1de , 
the necessary 1number of offshore isl.ands, in no. even~t 
to exceed fouj~, .. are hereby authori~ed to be l;?cated i1lnd 
constructed within the geograph~p ?ound':1ries 1.9~ the /\ 
said Offshore Area, as above dest;ribed J..n Section 2 .• 
hereof, and to be utilized as surface drillsit.e a:t,7eas,\ 
for the exploration and ·explo:i tation of the oil and g1as ,, 
reserv7s lll.1derlying · s4i_d ungevelo.E.~-9 .. OfJs,!lo~~. Area ,ap~ 
j;:he, gt4J.~qe.t}1: T£>,_wn;IOt /};F:..ea.~ '"'{empliasis supplied) · : 

' '• ' ,, ' ' ' •' ' ' ' ' ' ( 

While the Ordinance ·tna.kes the drilli!!g islands 1 

availab.Le for wells to be bottomed under the Tawnle>t ! 
A:rea, 'it also provides in Section 4 that the northei']i~t . 
boundary 0£ said islands s11a1i not be closer thai.1 2, opo1 
feet me4~ured from the. center line of Ocean Boulevar~\· · 

,, "Tl;le l;esul t of this provision is that" wells to ?~\ 
23 bottomed under the Town.lot Area must be d1reotions.l,~Yi(.. 

drilled at mucr~ higher angles a.nd for much longer dis.
1 24 tances) on the av0 ~rage) than wells to be bottomed und~r 

the Offshore Area:. The prop9sed Long Bea.ch Unit con-tr 
26 tains a fO'L'1nUla (which in unit agreements is called J 

the 'equity forro.ula 1
) for allocating oil andallocatip.g 

2 6 costs to three major areas, namely; (a) the Off.al' "'.ce i 
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11a:rea, elt_cl::~pt Trac~ No •. ·· 2; {b) Xract No •. 2, which is' 
the Alamitos Stat~ 'Pa.rk'\pwru:~d by the State·:;.b~ Ca.li-· 
fornia; and (c) the Town.lot Area;. and for similar. allo., 
cations between tracts :i..n the Town.lot Area.·' . 

. In most cases, an oil. f.ield is not unitized until' 
after it has been developed, and costs of drilling.are 
not included· as a factor in an equity forn1ula4' But, si ce 
the proposed Long Beach Unit is to be formed p:rior to. 
development, drilling c,osts are inc~uded as a: factor ir~l 
the equity formula. The operation of this factor in 
the equity formula, as applied to wells bottomed und~r 
the Town.lot Area, has the sam.e effect as though the · 

·owners of sui:.h we;lls were required to pay drillsite ren -
als beca-ase of the penalties incurred due to the greate 
costs of drilling w; · '; involving higher angles and 
greater footage. The :1.l.et effect of including drilling 
costs in the equity formula at the proposed Long Beach 
Unit is to reduce the value of the to.tal acre feet of 
oil sand in the· T·ownlot Area by 17% when compared "Vtl th 
the acre feet of oil sand in the Offshore Area"' 1"his 
constitutes a substantial penalty to the Townlot Area 
in favor of the Offsho11e Area and is more than equiva­
lent to what drillsi te rental's would amount to, ·if 
this were a proper case (which it is not) for charging 
drillsi te reti,tals. If any greater penalty 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 Towµlot Area property) unanimously pro­
tested against inclusion of drilling costs in the Equit 
Formula> but finally acqQ.iesced when they became con ... 

. vinced that there was no poss:tbility of reaching early 
agreement with the City on a f orin of unit w,i thou t makin 
this concession. We have never withdrawn, and do not 
now withd1'!aw, opposition to this.17% penalty, but, 
neverthG)less,, we have stated that we are willing to 
sign the Unit docutnen ts in th•~:tr present form .. 

The working interests owners in the Townlot Area 
will share a still further penalty for the use of the 
offshore drilling isla:nds in that they will pay their 
.R..~ . .O. J:.a,ta:. share of 7he cost. of the islands but will 
acquire no ownership there:i.n. •unit Exizense 1 as de­
fined in Section 1~41 of the Unit Agreement "includes 
all co$ts and expenses in connection with the 'pl.annin , 
constructing, reconstructing, erect:tngt equipping, 
operatittg:i maintaining) repair:tng or enlarging O:fffshor· 
Islands for Unit Operations whether incur.red before or 

- ·--------·---w:w-- · \J ____ .. ___ uu -~,. ........ ~~--~ ____ _...,.._ ............ ___ , 
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•n1after the effective dl\te of this agl:'eement" • wl;l~reas 
~ .. !!JP..tt; !.t?.~ilit!,~! as de\t;ined in Section':l1142 specificall 
excepts the Off shore-_ Is ~ands. _- - -- -- - ,, - c 

You-ro af'tention is also directed ta·-- the fact ,that . 
under the· proposed Unit documents the- Town:fht Area. work...; __ 
ing interests have yi~ft:.iied compl~te- contl:'ol .. over the " 
rate of 4evelopment -'lfid the rate of produc~i.on and over 
the J::epr'essuring program to .:-:ne City in prde~. that fears 
of subsidence may .be allayed4' T/)lis consJtitut1es addi.­
tional consideration moving to the Ci ty1; and State from 
the Townlot Area owners for the drilling of ·cvells from 
the offshore islat1ds to be bottomed under the Townlot 
Area •. 

In summary, and without reference to the serious 
question as to whether the City has t;;he legal power to 
develop the Offsh~.>re Area 1d thou t ir,x~luding the Townlot 
Area in a unit, w·e respectfully subm:l, t t.ha t there is no 
competiti-ye a~vantage i--? th7 P?sitiq~)f o:t th; Townl~t- 1 
Area working intt~rests l.n bidding for the Field ,~.;:;nt-rac- ·­
to't' Agreement, and in view of the substantial-contribu­
tions req·uired of them under the terms of the Ordinance 
and of the Unit documents, there is:n:c justification 
whatsoever for a drillsi te or 'pass ... through 1 charge~ i 

We will appr:eci_ate it if this letter is incorpor<>teL_ ,_ 
in the record at the next meeting of the Comm:tssion. r 

Yours very truly, J\ 
RICHFIE'.LD O:t'L CORPORATION 
By /s/ R~. W. :g_agland, Vice Presideht0 

-****** 
Letter addressed to Honorable Alan Cranston} dated 

May 7, 1963, from Richfield Oil Corporation: 

u Just prior to the conclus:ton of the 1Public Review 1 

of the documents which would constitute the subject Unit, 
conducted by Mrll\" Frank Hortig, Exec..utive Officer of the. 
Commission, on April 22, 1963, Mr" Alan Sieroty, repre ... 
senting Lt't Govlll Anderson made the following statement: 

'I think it should be on the record here that the 
State Lands Conunission is conc.~rned greatly> if not 
pr:i:marily, with the correction t:I.nd prevention of 
subsidence~ And I think we are very mu~h interest 
:Ln what effect this contract might have on subsid ... I ence" And particularly :i .. t has been alleged that 

26 L~-------·------------------""·..r.:~lf~------------
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ldividing up Tract 1 into undivided interests would 
create a. subsidence problem"!: This is perhaps .one of 
the foremost. policy quf.Stions before the Commission a.'t: 
this time'!,,, I think we ought to have a little mot·e 
definite inform~tion 011, this .. r ' l 

One·of the many d:Lfficulties with the ~oncept 0£ .offer0 

ing for bid unaivided interests in the Field Contracto 
Agreement i$ that it deprives~ but at the. same. time . 
relieves, the F·i·eld .Contractor. of the full meas1.ire of 
respons;tbility which it.should have in connection with 
the prevention of subsidence.!i This is illustrated.by 
the following example: 

Suppose the Field Cpntrac.tor has only an undj,vide 
65% interest in the Field Contractor Agreement and 
t:here are: several smaller interests making up the rema·n~ 
ing 35%. Each of the smaller .:i.:tter~sts would, of cour~, e~ 
have the obligation to put up his Er~ rata share of th: 
expenses of the·repressuring operat~ons4 Then suppose 
that one of the smaller interests defaults in such 
obligation~ Who iB going to put 1JP the ~oney for the. 
defaulting party's ~\hare of the repressuring .expenses? 
The Field Contractor cannot reasonably be expected to. 
do so, paz-ticul.a:rly because the defaulting party.ts 

. participation in the F:teld Contractor Agreement was 
·due to the method of bidding and. not to· the Fiel(l _ 
Contractot" 's selection or agreement~ Neither the -City· 
nor the State would have funds which it is authorized 
to use for assuming the obligations of the defaulting 
pa~ty. The City could not use .tideland funds,, and 
surely woul<i not desire to use general funds obtained 
from taxation. :Nor has the State authority under · 
present law for such an expenditurelt 

Yet the repressuring operations· must not be i11ter~ · 
rupted1t- Once a pattern water flood of the kind that 
will be necessary for repressuring this oil field has 
been $tarted irreparable harm will be done to the r· 

reservoir and to the pressure system if it :ts discon­
tinued for even a short period of time,. In ordinary 
situations, a defaulting party is given somereasonabl 
period of time to cl.tre a default, but in the case unde 
discussion ~here is no such thing as a ~ea~pn,ap~.~ 
length of time to permi.t a default to contJ..nue"' 

Not' would a pe:t:formance bond constitute an adequate 
solution to the problem; becaus,e someone has to put ·up 
the defaulting party 1s share of the money pending 
settlement of a cla:i.m under the bond .. 
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11 The waterflood program for the Long Beach Unit wil 
consist of two carefully planned and integrated phases, 
the developttte!lt plan and the water injection plan •. The 
will be. desi~gned to· accomplish two. basic objectives: ... ·. 
(1) to ·maintain pressure in all productive reservoirs 
to pr~vent su~sidence; and (2) to produce the daily \\ 
quantity of oil deemed to be desirable by the City in 
the ttl()St e:..~ficient manner~ Spacing of water injection 
and producing wells and rates of wa.terin.jection and 
oil production will be determined in 't:he plans. 

' 

Operators conducting waterflood operations are al­
most always reluctant to reduce" injection rates because 
they have learned from experience in .so doing .that p~o-. 
duction rates and ulti:µlate rec,overy can be substantiall 
redlJ..ced. This is so since most reservoirs consist of 
la~:._.rs (or subzones) varying in permeability, oil and 
·water saturation, and other 1characteristicss,1 · The Leng 
Beach Unit wa terflood, as :i.n the case. of all en:~ineered 
floods, will b~ designed to flood each of tl;iemany sub­
zones at Wilmington with maximum efficiency by controll d 
movement of the waterfront to properly' flood all parts 
of the reservoir.(/ The Ranger Zone is by far the larges 
producing zone in the Uni,t area and will therefore pre­
sent most o~ the flooding problems. J;.t.will be. on a 
pattern basis while the ::other zones will be ' flooded 
pet:ipherally. A reduction in water inj1~cj:ion rates, ,1 .· 
p~rticula·rly in a pattern flood, would damage.· the de­
sfgned uniformity of water movement,. and tl:leri3by reduce 
press:ure control and increase the danger of subsidence'(\\ 
Ultimate 'recovery would ,also be lessened. ]'ailur'e to 
d~ill required water injection ~qells ·~and. install re ... 
quired water injection fac:tli.ties. at the proper time 
wo1~ld be an additional factor that could make it diffi ... 
cult to· maintain, pt:essure throughout each separate 
lZeservoir. · · · 

The plat\ originally agreed upon and placed in oper -
tion will be varied duriug the life of the flood but 
only after ca't'eful studies based on detailed rese;rvoir 
analyses which demonstrate that the plan should be 
varied.to itnprov,~- subsidence oontrol o:t ultimate recov• 
ery,. Experience has demonst:J:'.'ated that most changes in 
injection plans are to increase the water ittjeQtion 
rate, resulting in increased eosts'f, Certainly, un ... 
planned changes rnad~ on short. .not~.cf:} .becaiise of. the 
default.of a particl.pant. could only 1ncrease the danger 
of subsidence. 

The proposed Field Cont;~actor Agreetne11t points th 
way to a. sound sol:t1tion of the probl-etn. 3 and one which 
protects the State and City against defaultl'I Secti~o·n 
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of the :Agreement p ov des: 

If Field Contractor shall at any time consist of 
more than one Person al; reference to Field Contrac 
tor in this agreement shall 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 and 
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 Contract° 

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 m4ke a 
written agreement in advance of the bidding, establishin 
the interests of each party in the bid anefixing the 
rights and obligations of each party in case the bid is 
successful. In the case of the proposed Field Contract° 
Agreement, such an agreement would contain provisions 
adequately protecting non-defaulting parties against the 
consequences of a default by any of the parties not full 
filling 4 ts 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 Contiactor Agreement in case of failure to 
meet its financial obligations or to take delivery of 
its share of the oil ►  Thus, 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. 

It goes without saying that any such agreement bet 
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 undivided inter 
ests. No bidder would even know who its associates wou 
be in carrying, out the obligations of the Field Contrac 
Agreement, 

Oil companies of the calibre qualified to do the 
best job under the prcposed Field Contractor Agreement 
will want to know in advance who their associates in th 
undertaking will lg. 717-7Efi-ar group agreement they will 
designate one of the companies to perform all of the 
obligations of the Field Contractor on behalf of the 
entire group* The company so selected must have b 
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13 
0 a large; exiferienced organization'capable of deve~opin 
and producingfr<;m1150,000 to 200\000 barrels of oiJ. 
per 4ay, a:r;id,_hav1ng the 'know how· to p·erfori:n all .of 
the t·epressuring t~chniques and operations involved. 
No one can go out and acquire such -- an organization~ · It 
would have to now exist~ · 

, . ~·••v''"·' 

Thi$ is recogi1ized 'in the proposed Field Con'tr~cto 
··Agreement., ·n.ile the City Ordinance of February 2'7, 196 
and the proy"'seet field_ Contrac.tor' Agreement and ··the pro 
posed Unit Operating Agreement a11·· give the- CJ..ty- th·e- - -
right of control over development and production and re 
pressuring programs, and while the City is designated a 
Unit Operator under the proposed Unit Operating Agree­
ment, nevertheless the proposed Fielc'\ Contractor Agree-
ment also provides in Sectipn 9 thereof that: 'Field · 
Contractor shall perform all Unit operations which a.re 
the responsibility cf the City as Unit Operator which 
the City Manager r.equests Field Contractor to so perfor 

The most c.'ff:,icient method of operation would be fo 
the company desigtuated (in the agreement . between the 
partie.s constituting the bidding group) to ~FJ.rry out th 
duties of the Field Contractor to develop a repressurin 
program, after consultation with its associates in the 
group,_ and to present his program. to the State and the 
City £or analysis and. approval,. However, if there ar.e 
a number of undivided interests, each of then;,, undoubte 
ly:; would desire to participate in the cfevelop:ment of 
the program.. If . differences of opinion, arose b~tween ·­
the different und:i.vid·ad irite:rests (and' P.Uch differences . 
undoubtedly would arise because net profit is involved) 
i.t would be necessaxy for the State and the City to 
settle such differences and for that purpose to create 
anc maintain large technl..~al staffs~ The over"'lall rv'"' 
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 
they are going to exercise the highest degree of care i 
avoiding the dangers of subsidence., A company which 
would otherwise desire to bid or join a group . :tn biddin · 
for the Field Cor.i t_t:actor Ag.:teeinent ~Y well hesitate to 
undertake the vs,::; t "respol1sib_ 1.li ty of avoiding the dange 
of subsidence without knowing in advance who its asso ... 
ciates would be in carrying out the agreement\\ 

'/ 
// 

.! ,, 

It will be appreciated if you w:Lll have this lette" 
read into the record at the next meeting of the Gommiss on11 

Respectfully submitted, 
RICHFIELD OIL COl~PORAT!ON 
By I sf R>11 WI# Ragland, Vice President'' 

... I lac o ) ..... Oj 'I', : ,, .. tll•·· 'pod:l<Alf ., ! t •.• .. Ji: ••• _..,._. 
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l ' Letter addressed to State Lands Commission, att~-.. •· 

2 tion of Mr~ F,. J. Hol:tig, Executive Officer~ from Pa.u~.~..Y 

3. Petroleum Inc*, dated May 9;.1963: 
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uOn March 28, 1963 the City of .Long Beach fiied a rebut 
tal to certa:itt of m.y remarks made at the February m.eeti g 
of· the State Lands Comtllissio·a,, Said document comrnences 
at Line 10~ 'Page 63, of the transcript of. the $tate 
Lauds -Cvuuui:ssion H.eal;ing~ of. Ms.rah 28:1 -19-6.lt .. 'S1ibJec:t~c . 
Comments by City of J~on. g .Beach relative to the sta. tem. en 
of Mr.- L .. E. Scott, Pq:uley Petroleum Inc'* to the State 
Lands Commission Meeting 2-28-631!-' 

., 

:u.At the April 22 hearing by the Staff of the State Lands 
Commission, there was a letter from Mr~ Johnny Mitchell 
President of Jade Oil Company~ made a part of the recor 
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 Pauley1 s opposing remarks~ ":4*'*.-• 

*Capitalization added 
0 If Mr,,. Mitchell's stp.tement is correct, it is requeste 
that the statement by Long Beach be modified to set f.or h 
the names, addresses, and iden.ttty of the other propon­
ents whom the City of Long Beach was :representing in 
order that everyone knows who they are in the event 
there a1Sle futur.e proceedings. No one should object to 
the correction. of such an obvious. oversi.ght. 

ult is requested, that this le.tter 'be read into the 
:re.cords of the May meeting of the State Lands Comm.is sio .. " "' 

Yours very truly, 
/s/ L~ E.. Scott 

**** 
Letter addressed: to Alan Cranston~ Chairman, State 

Lands Commission, from Jade Oil &Gas Co~:> dated Houston, 

Texas,, May 10;, 1963! 
0 It would be appreciated if you would havre this 
letter read into the t;ecord of your next me~ting on the 
proposed Le>ng Beach 01.1 Development program, or forward 
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Agreement or the Unit Operating Agreement of this progra * 
It is my desire that this ::Letter become a matter of · 
re~ord along ~th my le1:ters· of March 6, 1963) March 27, 
1963, and April 2, 196J, all di:t:ected to the State Lands 
Como;iission, and my letter of March 29, 1963~ to Govemor 
Edmund G~ Bro'Wn. · · , 

· Siu.ca my le-tter to Gov~n.or .Browu. .. of ¥q:rch 29,_ 1963 
two additional hear:tng~ have been held by the Comrnissio11 
At both of these meetings the utter disregard for prac­
tical, intelJ,.igent industry practices was shown in the 
arguments presented by Pauley PetroleUttt, Shell and 
Texaco. In the interest of the State of California, the 
City of Long Beach2· and the taxpayers who will benefit 
from the revenues of this large oil reserve, I must writ 
this letter and object to the present actions of the 
Senate Watchdog Committee headed by Senator Virgil 
O'Sullivan of Glenn

1
County, California., 

To reiterate to .you and Senator 0 1Sullivan, the Uni 
Operating Agreement was drafted and a.greed upon only 
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 
and the Unit Operating Agl:'eement. It must be emphasized 
that both of these agl:'eements were written with great 
consideration, primarily to protect the City of Long 
Beach and then to benefit the State of California.. Thes 
agrt~fe'm~nts permitted arms-length relations for . the bi<ldi · g 
·dil'companies, Remember, these contracts are for a 35~ 
'year operation of oil and gas and shou.ld first 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. 

Se.natoz-- O 1Sulliva:n . .1s committee has ass.urned the 
responsibility to review the ex~.sting Field Contractors 
Agreei.LJ.ent and the Unit Operating Agreement. I find it 
quite strange and qui.te ut1usua1 that instead of engagin 
a legal firm. which has substantial experience in. oil an 
gas contract agreements, Senator 0 1Sullivan•s committee 
has instead engaged the services of Mr~ Oscar Chapman 
and Mr~ Milton Friedn-1an. I seriously guestion the abil ... 
ity of any practicing law firm, regard.:.-ess of ::eputatio 
or integrity, to· interpret. thi? terms of the Unit Agreero t 
or the "Field Contractors Agreement unless t:hey a:r. .. e high y 
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uexperienced oil and gda attorneys, experienced in agree­
ments of su.ch magnitude. 

_ The Unit Operators Agreement and the Field Contt~ac-
toJ:"s Ag~eement a.re of sttch great impot;ta.nca to the State 
of California that, only the best qualified oil and gas 
law firm should ber invited to review.1artd approve the 
terms of these cont1:'acts.. · 

r'> 
_ , I do not have to tell you, the tdJl1111issione.rs or the 

· ~ii~_ ~ti6_-_i~'uri~-:_; ~~ire: __ K~aTr~i!~~b ____ e _!i~~~r~a~--e~-,~~~~r~-t_~~~!f. --c:---~, 
time Mr'!W.- Ed Pauley was a dominant figure in the Democratif 
Party~ -_ According to r.o.y' understanding, Mr. Oscar Chapman 
.and Mr. Milton Friedro~an are members .. of the same law firm, 
specializing in m~ttf~rs other than cil and gas., It seems 
odd that Mr~ Chapman and Mr7 Friedman would be called in 
to review the dispute betrneen P a'Uley Petroleum, Shell and 
Texaco vs. the City of Long Beach~ Under these circum-. 
stances and conditions~. it would appear to me that Mr. 
Chapman and his firm should disqualify.themselves from 
this matter due to lltfr ..,_ Chapman 1s prior position in the 

·nemoc:ratic Party and apparent friendsh:tp and connection 
with Mr. Paul.ey, ot1e of the participants in these hearing • 

In all of the meetings before the State Lands Comrnis 
sion, the most important item has be-en completely ignot·ed 
by Shell; P,auley :Petroleum and Texaco·-« The City of Long 
Bea~h and. its metropolitan pqp-ulation. are the only po.ten,.. 
tial losers in tJ.i,e drilling for oil and gas in the East 
Wilming.t.on Ex:tension$ The Senate and the State Lands Com 
mission know that th:ts fine city suffered a great catas ... 
trophe whe.n subsidence occurred due to unregulated produc 
tion of o-il and gas and a. lack of preplanned administrati e 
control tio prevent suer sub.Jidence,,. It is estimated that 
aside from the ugly, irr-epairable physical damage to this 
beautiful city, additi'°nal material da.mage $1lOUnting to 
over $90 miilion was suffered.. Dttring all of the Comm.is ... 
sion meetings that I attended, Pa:ttley Pet:toleum:t Shell 
and Texaco had the audacity to criticize the City of Long 
Beach 1 s contract as if this city had no authority to cha.1~ 
its own protection from 3ubsidence and decide the terms 
it demanded from the bidding companies in orde:r for the 
s-uccessfttl bidder; to be able to produce oil and gas in 
the East Wilmington Unit and still protect the surface 
features of the city. _ 

The c:i.ty voters on<.Ze befor-e experienced the actual 
damages of subsidence and, even after S'UCh a crucial ex ... 
perience, decided by a. city election to pe1:mit this East 
Wilmington Field to be developed. In this elect:i.on, they 
voted and approved certai.n requirements that they felt 
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''necess~ry·· for the p:rotection of the future of thei':.d 
great metropolitan city. 

We onshore lease owners (Jade, .Standard, Richf:i.eld, 
Signal, Union, Superior, Continental, E~stern ·b.4il Revere d 
Bro~er and .hi .. s LfiL11d ~9wners Assaciation)\'.:!fevi~wed the· 
stx:i.ngent term .. s ./o. f t1Ge L. o. ng Beach conttact and as pruden· :' 
opet"ators we accepte4~ · thes·e reg;uirements, . ackn,owleoging 
a s,~nse of responsibility to the City· of Long Beach •... I 
regret that I am unable to say. the same about Sbel.1, 
P.eu:t1A"'l 'PAr~.n10.1 rt'! n'r>A 'To br'o. ... 'k.,.,.. - -t- .i-..~.t-.. ,,,;.-~~'.......----- 1--- -·""" ~--J· .,.,.. -·..,..;..;-v....;..,,.,J • .:.;- ,...,. .... ;;...., """'"'X~v'li:.r' ""YV,J;.J;vj ·· · .i..·.1..1. · ._i;.r.e.L.L. · ~-c;;::n .. ~IUVLJ.:Y :t '\U;Q. e 
continued to tear do'Wn the protf,!Ctive provisions that · 
were included in the contl:a,_q~ to protect this city from 
inefficient operations~ 't'f certain provisions of the 
contract& are altered, subsidt~nce_ is possible. 

' . 

I want to impress in this letter and underscore the 
requirements au the part ot the people of Long Beach" 
The City, in passing this o:i::dinance, voted in favor of a 
one unit operator and voted that the City of l,ong Beach 
supervise this operation. There were other vital i~sues 
voted by the citizens· of L.9ng Beachllt Anything less than 
compliance with the voters' approval of these issues coul 
prove a future responsibility of the present State Lands 
Coumiission and equally so of 0 rsullivan 's Seu.ate Watch~ 
dog Coromitt;:ee,, ; Playing politics on such vital issues 
makf=iS it possible for the futut'.e protection and growth o 
one of California's great metropolitan cities to be ser.'.L · 
ously impaired by the State Lands Coromissionerst decisio s 
today. The same responsibility could be placed on Sena­
tor O'Sullivan's.Committee and the Governor's decision,. 
This matter concerns more than just -who gets the oil" 

You and your crtmmissioners are dedicated to uphold 
the mandates of th~ City of Long Beachill 

Senator O'Sullivan is a representative of Glenn. 
County and a defr.ende:r of the rights of the 11eople in his 
di.st:t:ict~ I am sure he is enough of a statesman to 
recognize and respect the rights of the people of Lo:l.1g 
Beach,. 

I personal:ly believe .that the revenue.to be, derived 
froin this oil field by the State, the willingness on the 
part of th(. people of Long Beach to accept possible darn~ 
ages and physical loss es, should relieve the '?laims o~ 
Pauley Petroleum, Shell and Texaco that the Cl.ty of Long 
Beach is not entitl.ed to wx-ite t:hair protective contract 
!o be truthful, Long Beael1 1s share of the oil will be a 
minor compensation bec.B.t·ise thi.a city will be tinder coti."" 
stant hazards of drilling, production, blowouts~ cav~1 ... it1 • 
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11c;l;'!ild ~-OSSible subsidence> during the 'next 35 yea:t:S:rt , 
This validates the_ nee_ es~arJr provision o_f th~ Field Con .... 
tractors Agreement_i3 (and t-W,ia $ide a.g'l;eem.ent between,_ the . 
Ci t:y of Long1 Bea.ch and the (State _of California covering . 
review and _approval by th 1a \iptate), that the City and Sta ,,e 
must have full control over\ the. operation in o:rder to 
minimize such h..:.:tza:rds. · ·" 

~' ., 

By now you are aware that I and my company are 
- gra.sa:, '.Soot -o-il me!l whcc-!jave· fough~ £e--l!'"' 0 t:h~i~· ~~gh~s---ana"- ;o· - -"·-= 

survival in rugged, two-fisted traditionijli, However, this 
is my -first experience with tnixi?il.g 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. Com:i.ng from the 
ranks of true independent oil men who always fight for 
their rights, we intend to fight for the ft1ture of our 
small company and 1;or its future security against any 
political odds 4 '

1

: 

It is hoped that ycur Commission, Se11~t:or 0 1Sulliv 
and the Senate Cor.lillittee are awa:te that the future pro• 
tee tioR of the City of Long Beach, the welfare of the , 
State of Californi.a and the taxpayers' futtl:re compensa­
tion in the Long Beach unit is much more valuable to 
your,, state than any political consideration that may be 
involved111 

It is not apparerit that Senator o•sullivan recog-

niz_ es,_-· ___ .:t:h·e_._~ __ mag, nitude. _ o. £ .. _the __ - L __ o,_ n_g. __ .B.ea., ch_ 01_· 1 field. and_ his, responsibility to the State, as ·iwell as to the City of,._ 
Long Beach. This issue is the «Uity of tong Beach's ris . 
and the State of California 's gain,_ and should n.o t be , 
allowed to become a political football. - '';, 

· The State Lands- Commission and Senator O 1 Sulli~~ui 1 

Committee have been advised by Mr. :Pauley that he wishe 
a delay on the decision of the State Lands Commission o 
the Field Contra.c tors Agreement,, _ For this reason I wil. 
predict the dectsion of the legal firm engaged by Sena. ... 
tor O'Sullivan ts Watchdog Committee.. I predict that M .~ 
Chapman at1.d Mr. Friedman will :t:ecormn~nd a_. delar and . 
further study~ Naturally, Se11ato:r 0 ~Sullivan •s Comm1tt e.~ 
will accept this recommendation and ask for a delayit. I 
.further predict that _ the Governor will_ urge yo1.. to dela1 
your decision ar.id, finally,. that your Commiss:ton will: 
agree to such a delay attd furthet' study., Th:re is. no 
reason for a delay, except that Mr.~ 'F'auley ·wJ..shes :.i. t. 

If such a decision is rendered, as I have predicte ~ 
i.t will defin:Ltely prove my point that politics play a 
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"powerful role in you_ state, far above t e interest of 
the. State, the City of Long Beach and the taxpaying pub-
lic. It is a sad situation, 

It may be wise to re-evaluate the real merits of 
the Field Contractozs Agreement and rightfully permit 
the City of Long Beach to mana ,e its own destiny. 

Respectfully, 
JApE OIL 64 GAS CO., 
is/ Johnny Mitchell, 7,- reside 

****** 

ORTIG: Since the completion in April of 

staff hearings which had been directed by the Commission to 

be held, to assure full review of the Long, Beach contracts 

the staff hearing transcripts, the preceding Commission hear• 

ing transcripts, and all supplemental written information 

received have been under staff analysis for the development 

of recommendations to the Commission as to proposed contract 

format and content to he considered for approval 	Compati- 

bility with a Senate Special Research Committee report by 

0.7 15th has been considered an essential factor in this 

analysis 

A copy of the report, or a report by counsel to th 

Special Research Subcommittee, was received last night by th 

Members and the Executive Officer of the State Lands Commis-

sion, with an announcement that the Special Research Committ 

has scheduled a hearing on June 3rd to receive comments on 

the report from the City of Long Beach and the Commissions 

Therefore, it is recommended that the Executive 

O. 	be authorized to participate in the scheduled hear 
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a• A&1rnr_ re ; 

l on behalf of the Commission11 

2 Parenthetically:, as a result of a first~time read-

3 ing of the report last night, I can report to the Commission 

4 that there at"e no elements in the report relating to ope:ca.t..,,. 

5.. ing~ t.echnical. ?~xid administra~tive features . that have not here 
.,- I 

6 tofore been included in the staff analyses being prepared for 

7 the State Lands \Commission11 
''· a The principal area of ne~mess, for lack of a het.ter 

' 

9 word, is a p:reponderanqe of different interpretations as to 

10 the legal effect of some of the existing contracts, as inter-
:,'., 

11 pxeted ·by the special counsel and as heretofore int:erprett.~d 

12 by the City of Long Beach and the Of.fice of the Attorney 

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

14 the principal area on whicb report will be made t:o the Senatel , 

~, · · 15 Comm.it tee on June 3rd -~ 1 · as to the·se disparities in interpre'"' 
0 

-:, 

16 ta.tion of specific legal ·contractual e-ffects. 

17 MR. CRANSTON: I don't believe any formal action is 

18 req\lired, autt~oriiin.g you to apvear. Of c.cur.se, it would be 

19 appropriate~ 

20 

21 

22 

23 

24 

25 

26 

MR~ CHAMPION: Counsel for the Commiss:ton 1Nill also 
' 

appear ....... ~:Mr 11i Shatr~lson? 

,: MR'll\ HOR.TIO: ·.That 1s correct .. 

MR~ SHAVELSON~ Yes, sir~ 

MR. CRANSTON: Is there a11ything else to report a.a 

far as the staff is concerned? 

MR~ HORTIG ! With respect to the l,oni!; Beach Unit a·· 

..,, d·rl+..-:) I. '"•1"'"io 



;~ 

2 MR .• C~I.ON: l have . one further question- t don w 

3 :, know· ·whether the Tilatte:e i's e+sewhere, on; the ag1enda; but the.re 

. h~·s been c~nsiderable discussion of the use of tidelands :f;:.~~nd 

in connection with the ~arantee'· for this f~i'r proposa,1 in 

··Long Beach, and I'd like a report on the status of that --

4 

5· 

6 

7 whether it, is before us; whether it is being brought to us-. 

.0 . MR.,. HOR.TIG: W~ll., the report.had been intended for 

9 anot~~r position on the agenda but is appt:op~?late at this ti.m 

10 as long,, as it is maqe clear that this .. report do¢S:.not relate, 

l.l per se; to the problems inherent in. the.consideration of the 

12 ·Wilmington Unit nor the Spec~al Senate Re.search Committee 
',\ 

13 study on that Unit,.., 
' ' 

14 The,City of Long Beach electorate ~rill consider on 
\\ . ',· -~::~J 

· 15 June 4th a Proposition 11A0 which \Atill atithor~ze., primarily, 

; 

16 the future impounding, of not to ex.ce.~d sixty 1millior1 dollars 

17 ',of tideland oil funds. ""~ of th~ c~~ty 1s share 40f tideland oil 

18 :. funds. - ... to serve as collateral for: underwriting revenue bond 

19 

20 

21 

22 

25 ,, 

24 

21:$ 

2a 

(• ,. 

proposed to he issued ta' finance the prop.oaed World• s l!a:tr 

program to be. held in Long Bea.ch in 1967~1968. 

There is nothing specifically before the Lands Ckim.-. 

ratssion with ~espect to this itE~mllt The matter came to the
11 

attention of the State Lands· Di~rision by t·"eason of an invita"'I 

ti.on to the DiJ!'eotor of Finance to parti~~pat:e in an explora""' . 

t:i.on confereno,e aqd pr.ogress report for ·the benefit of the ·., 
. '\ 

Citizen~ t Advisc.n:j, Conmrl.ttee ·with respect to tP,e World's Fair 

' II ,"IUM I·~' 101!1-« .. ,~ll 
·!.-' 
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inLong Beach; and. the li tera  literature and  

to this Proposition 'A" indicate that i 

desire and hope of the City to be able 

ussi.on with respec 

tent and 

utilize tidelands 
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funds for this purpose, in the manner outlined subject to the 

approval of the State 31 ands Commission 	and, indeed, the 

literature with respec4f, to the provisions of Proposition "A" 

all indicate that this  Till be subject t  to Lands Commission 

approval as and when an application is made to the Lands 

Commission to utilize these funds No such application has 

been made to the Lands Commission yet and, as a matter of 

fact Proposition "A" as such was never discussed with the 

State Lands Division, being a matter at this point possibly 

of purely local concern: but in view of future inevitable 

involvement in the results of Proposition 'A" by the Lands 

Commission, it was felt desirable to report the status of 

this matter to the Commission this morning in order to deter 

mine what action should be taken, if' any, beyond filing In 

the Commission's records the memorandum report which you h 

before you this morning with respect to Proposition "A 

has been prepared for State Lards Division by the Office of 

the Attorney General 

MR S. CHAMPION: May I ask Mrq Shavelson. is there 
any request to you to determine whether this comes within th 

scope of the grant, or any other inquiry from the City of 

Long Beach? 

MIL SMVLSO 
	

Mr. Champion; to my knowledge 
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that corx-.e<.tt? 

It h~s not ~ ~ 1MR.; r~ESMOND: 
\ . 

. '\ 

MR. c·HAMPl.ON~ The City't~f position :~n. th respect tel' 
. . \ ~ 

' 
that·. this is an internal decision as to wheth.e;r they th=i..:s is 

.--··~"' 

want tom.ake this.application? As ta whether they want to 

make it before it has been approved? 

MR. DESMOND~ That 1s correctjf 

GOV~ ANDERSON: They would have to come to us; after 

they have applioved it, /!then it will come to -us at that timeilk 
" 

MR. Cl.tAl-1PlOH: That•s t.he record I want to make 
\\ ~. 

clear ......... that this has been, so far, a matter in the City.,..,#~ 

MR" DE:SMOND: If' t'he voters: a. week from Tuesday 

say so, this matter Will be up for approval11. 

GOV. ANDERSON: If they say nyes, 0 and it will come 
.. ·-·-··- ,:'..-

,",. 

before .th~ Commission and_ "t-le are informed- that we cannot 

legally or otherwise .approve it, how, would the Fair go? 

MR1' DESMOND~ Of course, if the Co~ission say_s 
·' 

they are not in a position to appr~,.,e 5-t, wJ11·" the Fair will 

be held anyway_. This is a method of underwr:i.ting which will 

obtain for the City an extt"a ten or fifteen milliQn dollars 

worth of buildings ...... permanent structures which will be buflt 

for the Fair, but which will be a lega~y to the City~ 

MR~ CHAMPION: When, in order to have this secured ... 

when must this secTJ.r:t..ty be approved in order fo·r you 'to pro~ 

eaed with your fina,nc.ing plan for the Fair? 

_..__ ______ _...,..,..._.,.,.,.,._,._,..,,..,,,,_.,...,,_·a,~~·· fo<ll"•i;o ............ 
...,._., .. Ol;)t••• · · • · - •u n 

· i 
. I 

1 
I 
I 
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l MR.11 Dl!!SMONO: 0£ course) the fi11an<.ting is entirely 

~ 2 by a. nonprofit :corpo~ation,.. The Gi ty is not directly con-

3 nected with the. Fair as such, although the Fair do~s have a 

4 lease which will become effe¢tive upon the completion of 

5 Pier. J.~ Pier J was to be built regardless ....... in fact~., it has 

6 been under p lann:i.ng for the last ten to twelve years r time 

7 and because it was under cons true ti on, why, it ca.me to the 

a attention of the W'ot·ldts Fair group and they applied and 

9 were issued a lease on that,. 
.; 

10 Now$ as fa:t: as the fin.anc.ing arrangements themselv\µ , 
~· 

~ ;: ' 

11 I would say some time in the latter part of this year; as sum ... 

12 

13 

14 

.15 

16 

17 

18. 

19 

20 

21 

22 

23 

24 

25 

26 

ing. that the voters approve, then I would say some time the 

lattt!r part of this year there pre>bably will be an applicatio 

before the Commission~ 

M.Rj; CRANSTON: Are there any questions or comments 

from anyone present in.regard to the Ea.st Wilmington Long 

Beach Oil Field. (No response) !. thought it might be helpf 1 

if we could seek just to outline what would probably be the 

timetablew Nobody cs.n state for c·ertai.n what it will be; 

but the fact that, as Fx'ank Rortig said, nothing b:a.nd new ha 

come up from the counsel ts :report to the Senate Conmti ttee, 

would lE.1ad to the conclusion that no extrao'tdinary new amoun 

of time would be required~ We cannot tell what the Senators 

themselves may come up with at the meeting of June 3rd, but 

we will find out at that time~ 

Meanwhile, I think t'he La.nds Commission:. through 

--------""'""""""' ... 1'
1 

.,OI. !" .• ,,., ,4;' ~ ......... ~~~· ··~-~-·-----......_ ____ -.......,\ 
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l f 1~s ~rocesses an~ ~he hearings of the full Commission and 

2 meetit1gs of the City and of industry have gone ovel::' every 

25 

,3 '. :LJC:t'rt of the contZ'act and collected a l~r.ge number of thoughts . 
I ' . 

4 both pro and con, on variou.s pcn:tions of thE:r original con .... 
' .I 

5 tract as present1ed to usil' I hqpe that at the meeting in 

6 June of the Stat•~ J..fands Conunission., after all of ther-¢1 pro ... 
( (\ 

7 · casses have been gone through, we can come to grips with the 

a fundamental iSSUiaS before us insofar as pos~1ible revisions 

9 of. the contract ~tt:e concerned and make the decisions at that 

10 ,time as far as the State Lands Commission is concerned,... 

11 

12 

13 

I tl~ink ·that we can anticipate that there will be 

some changes in principle insofar as the contracts are con­

cerned and that after the Lands Commis{liO,n makes those deci.-. ,, 

l4 sions as best they can there will have to be some drafting 

. 15 . done before there can. be final definitive action on the final 

· form of the contract~ ia 

'17 1
-

l~· 
i' 

l.9 

20 

21 

I think it is c.on<;e:.vable that action could be 

t.~-~:,~n at the July meet:t,ng, but not too likely; but I would 

hope we could finally act on the contract in July a.nd then 

put the contract up for bid~ 

some people on the timetable+ 

Those are the thoughts of 

I hope and believe they will 

I; 

22 
.• , not be upset,. · 

23 

24 

25 

26 

MR.* HORTIG~, Mr~ Chairman, I think to completely­

clarify the record it might he well to ~eport that in connee""" 

tion with the classi.£1.cation of the report to the special si1b 

conunittea by special counsel, this report has been oonsiderad 



i. ' ,..;: .-~:., •.•. 
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l .by.the Senate Committee not to be their report, but has been 
. '" '• 

2 received without endc:n::sement; and,. indeed~ the review of thi 

5. · repot:t on 'June .3rd w·iil then in turn .serve as a b~se for a 

4 

5 

6 

7 

determin.ation by the comn~i ttee as to the type of conttnittee 
' ' ~ 

rep.ort which it will i.s-sue~ in the ft.1ture; a11d thereafter, in 

asmuch as th.at tit?e is. uncertain except v.nder the designatio 

of s·~nate Re.solution Number 100 that th~t report be submi tte 

8 .this session of. the LP.gislature, there is another element of 

9 uncertainty in the timing as to the final Senate Committee 

10 report -- and as the staff said previously:i and they reporte 

11 previously, i.t has been considered that it is essential that 

12 there be compatibi..lity between the staff analysis and the 

13 recommendations· of th~~ Senate report.,,. 

14 MJl4 CPJi11PION: We can still anticipate the final 

lf> Senate C01ti.mittee report at this· sessiorr of the Legislature'? 

16 

17 

MR11 HORTIG:. Right* 

MR,. CHAMPIONt So that would come before the 

18 Ju.ne 27th m.eeting,<ji 

19 

20 

21 
·~.. r: 

25 

24 

25 

26 

MR.,<fl HOR.TIO: R:.tght* · How much analysts that report 

will require as against the tim.e it is received is. the 

imponderable~ 

JiilR" CHA?lil?ION: We now have all the information 

that will· be before the Se~.ate Comm.:ttt.ee except the views 

:taised in the report? 

Jtffi.. HOR'l'IG : That is correct i. 

We can get from the stfl.ff and Mr~ 

-----------1~-d'-·--~--'t;P~· --·-·-·-~··-·-~i-·~---·+-·------·~-,-----,------------~-------------....J 
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l Shavel.s'on, wha.i:: is raise(°\ in that repo:::t, but othe:rwise the . ] 
· i.: 

2 Senate has nothing that has not been presented to us? 

3 

4 

\.· . 

MR~ HORT!G~· Not to myknowledge,. 
·~\, 

MRu· 'CRANSTON: If the.re is nothing mo~e on this 
"' 

5 . matter,, we will revert to the general order of business, 

a which is Item 3 ..,......., Permits, easements,. ,and rights-of-rrtay to 

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

8 to statute"' 

9 Applicant (a) Lucerne Recreation and Park District ....... 

10 Life-of-structure p~rrnit for breakwater and boat.-.:launching 

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

12 (b) Tlie Pacific Telephone and Telegraph Compa-ny ...... 

13 Approval of location of submarine telephone and telegraph 

14 cable with ·necessa.J;y appurtenanc.es, 100 .... foot,.wide by 5200.,. 

15 foot .... long strip of ung'7anted tide and submerged lands of 

16 .Arcata Bay, Humboldt County; 

17 Item (c) County of R.ive:rside ........ Amendment of legal 

la description of life··of·structure pe:rmi t P ~R,.C"' 27991!1- 9, sub ... 

lg merged land.$ of. the Colorado River, Riverside County, to 

20 increa.se area by additional 1~218 acres, for operation of a 

21 sm.a:J.~boat marina; 

22 

23 

24 

26 

Item (~~ ·"~State of California; Department of lfi.sh 
. \ 

,-1 I 4 f .. 
and Game ...... Lett·! :permit for construct:t.on o. four unde·r.wate 

quarry .... :rock reefs for fish propagation,. 14~ 69 ac.17es st.tbmerge 

land of Sa.n Podro Channel of£ t:he coast of Orange Countyl#J 

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

l 
I 
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4 
,, 

6 

6 
.-

7 

8 

9 

10 

11 

12 

13 

14 

15 

1·6 

17 

• 18 

19 

20 

21 

22 

23 

24 

25 

26 

28. 

be considered under Cla.ssifica.tion 4; it should not have bee 

included under Classification 3..,. 

MR11, ·CRANSTO~l: 1 tem (.£) U,. S ~ Army, ·Cor:ps of Engi • 

neers _..., Right ... 0£ ... entry permit for period until June 1, 1964 
' ' . ~ "j • 

for construction of groin and pl.acement of 86;:000 yards of 

artificial fill on seven acres tide and submerged lartcis. in 

Gulf of Santa Catalina waterward of Doheny Beach_State Park~ 

Orange County (to replenish,presently .eroded beach and· to 

attempt to control erosion)~ 

Motion' is in order~ 

GOV4' ANDERSON: I move it~ 

MR'\ CHAMPION: Second it.. The understanding is 

that (e) is xemoved from this'l 

MR;il CRANSTON: Yes~ Approval is n1oved, seconded, 

made unanimously.~ 
.. ' : .. ~ . . .. 

'Item Classification 4 _.._We will stertwith that 

item {e)-: · State of Cali.fol:nia, Division o.f Highways .... ~ 

Right~of-way easement, 3 .. 33 acres school lands, Imperial 

Coun.ty, for col'.lJtruction and protection. of State Highway 

Route 146~ 

Then) item (a.) Hftoliday Harbot" Co{il ...... three .... year 
1.;J 

lease 0~4~15 acre submerged lands of· Napa R~ ve:r, Napa. County, 

for small ... boat facility, annQa.l rencal $150; ·i 

Item (b) R,., w~ K.elsey ... i"o! five•yea.r grazing lease 

31c520 acres school lands Inyo County~ annual rentRl $70""40; 

Item (c) Donald Di\!.. Updeg1"aff ~ ... 15""Y(~ar lease, 

I 
l 
J 
l 



{) 

l 

2 

.3 

4 

5 

...-----~·------.-----------------~----~~-----~--------~~9 
0'*'275 acre tide and submerged lands of Sact~ento River at 

Cl.fi:iksburg:; Yolo County, for a marine service station facilit } 
' 

annual rental:. $150; 
' '\ 

Item (d) Crescent City }farbor District ... ..., .Approval 

of sublease to Charles w~ Howe of portion of Lease I'"R,ifC" 

502,..l:i Cr·escent C:tty Bay) Del Norte County, for operation of 

7 marine supply business) restaurant, and allied facilities; 

8 Item (e) (second item (e)) Lindsey H11 Spight:11 dba 

9 Diablo Communications Center ... _ Approval of sublease to 

10 Metromedia,. Inc"' of portion of Lease P~R.~c .. 2364:f2, State 

11 school lands Contra Costa Cou-qty, to be used for a mobile 

1;1 12 repeater, transmitter and receiver; 

-,' .. ,.; 

.'. •. ' .,, 

:; 

• 

13 Itetn. {f) A;I! Bruce Kutcher -- Assignment from James 

14 A'* Gallagher atrl Mary A(l, Gall.agher of Lease P*R.,.C~ 2987 ~.2, 

15, Lot 37 ~"ish Canyon Cabin Sit~s, Los Angeles County,. in D:ust 

. le for Troop 121 of the Boy Scouts o;f America; 

17 Item (g) Voca. Crete Mining and Engineering Corpora 

18 · tion,et a.1* ""' ..... Assignrnent from Estat.~ of Robert Livingstone 

19 . of undivided one--hal:f int~rest in Mineral Lease P11tRlfC,fj; 392.2, 

2 San Bernardino County,. a.nd consent to subleasing agreement b 0 

21 co-tenants; 

22 

23 

24 

25 

26 

Item (h) Humble Oil and Refining Company .... Defer..., 

ment of d:r:i.lling requirements, Oil and Gas Lease P .Rll'C4 l.86'1 - , 

Belmont Offshore Field, Orange County, through Decembe~ 31, 

1963~ to permit further geologic and seismtc. data studies fo 

detet'lllining feasibility of drilling additional wells; 

J) 



r-------------.-··-------------------------=3 .. 0.,. 
· l Item (i) Richfield Oil Corporation _.., ::...afennent of 

• r· 2 drilling requirements, . Oil and Gas Leases P~R*c~ 303.,1 and 

3 P*Ril>C• 309~1, Coal Oil' Point Santa Barbara County, through 

4 December 31, 1963;, to afford opportunity to review proposed 

5 unit agreement; 

a Item (j) Shell Oil Company -'"" Four 49 ... year flow-l:i.n ... y~;: . 7 easements for ocean~floor oil~well completions, tido and sub .. 

·. J~, 0

• 8· merged lands of. Santa Barbara Channel, to onshore po:tnts near 
.,·l.\ l· ':~ 
' ; tf .. ,:·:~~·;· · .. -, 9 

Jc'• 

'.'" .• < 10 
I •• ·.' .~ ., , 

,·' ,. _. 
(j . ;• ( 

' ):.:· 
'11 

12 

13 

,, 14 

,, 16 

16 

17 

18 

19 
.\\ ' ' 

. \~ 
1) 20 

2l. 

2~~ 

25 

24 

25 

2a 
' •• 

0 

";..(.t..-•\i>lif.f itro 

Arroyo Hondo Creek> Santa Barbara County: (1) 11~368 acres, 

annual rental $322-..93; (2) 8~880 acres, annual rental $252,.25 

(3) 6,602 acres~ annual rent.al $187t.54; (4) 7~195 acres, 

annual t:ental $2041!39tt 

GOV 111 ANDERSON.: M.ay I ask a question? .Does that 
>',, .tt 

easement go along the sho:te line? 

MR,.. HORTIG: This actually takes the productio:a fro 

the well to thef first onsholfe 1.on,ation#; 

GOV. 'ANDERSON: Would this includ5 the well locatio 

and the line'? . 

MR. HORTlG: No sir, because the well location and 

a part of these lines is also on a lease issued in this case 

to Shell Oil Company~ These easements .. are for those portions 

of the line getting to shore where tide and submerged lands 

are trave:rsed which are not part of the oil and gas lease; 

so for this othe.rwi.se unle.as~d area; these easements are 

simply pipeline easements ovex- tide and submerged lands of 

the State .• 

I 
I 

.I 

J 

I 

' ···~:~~l 

l 



GOV. ANDERSON 	other words, these are 

2 	 not presently leased, 

3 	 MR. HORTIG ►  or  leased to othe 

4 	 GOV ANDERSON: And here we ar 

right to go over the top of the ground, 

HORTIG: That is correct, a.s sho on the pip 

7 line map f owing page 16. 

8 	 11R CRANSTON Item (k) R. '14 Cypher 	One•year 

9 extension through June 8, 1964 of Prospecting Permits P.R.C, 

10 270501, P,R.C, 2706 1, P.R.C. 2707,1 , and P R.C, 2708 I 

Imperial County, for geothermal steam and all minerals other 

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

potential and to complete requisite engineering and design 

studies* 

A motion is in order. 

MR. HORT G: Mr Chairman, with respect to item (k), 

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

description contained on page 204 The typewriter stuttered 

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

paragraph: 

"Prospecting permits P.R.C. 2705*1, P,,R C 27064, 
P.R4C. 2707,1, and P.R,,C. 270841, 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, 
Township 11 South, Range 13 East, StB4BAA M*, 
Imperial County, were issued .4,0.44" et cetera 

CRANSTON. As amended, a motion is in order. 

HORTIG: Also, Mr4 Chairman we have had a 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 
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1 req\lest from a Mr#' Rill G¥ Smith.,·:P:resident of the Natomas Com­

r:,2 pany; to present a statement to the Commission with respect t 

· 3 .. the proposal contained in Item (k) • 

4 MRi; CRANSTON: Is there somebody her.e wishing to 

5 testify? 

6 MR., SMITH; My. t1ame is Rlit G" Smith. I am President 

7 of the Natoir•as Company, a California corporation., I am Speak 

a ing in behalf of a subsidiary of the Natomas Company, Western 

9 Geothermal Corporation, and we request your respectful con ... 

10 sideration of a deferment of this extension for at least ten 

11 days for the reason that Na.tom.as _ ... Western Geothermal, rathe , 

12 just learned of this request for aJl extension last nightAC 

13 We are actively engaged in exploration within two 

14 miles of this area in Imperial County;i, Western Geothermal ha 

13 put down a test well and tested it ou.t, and we believe that 
"' 

16 the potential of the area will give us the right, or give us 

17 

18 

19 

20 

21 

22 

23 

24 

26 

2$ 

the motive,. to extend our exploration in the area; in whf~h 

we hold quite a large area. 

For this purpo~e, we V>tould ·"'!"'"' during the interval, 

if you would grant this deferment, Western Geothe:.t111al Corpora. 

tion would like to make. an application fO't' a permit in this 

particula,r a.J:eallt 

MR!llr HORTlG: Mr. Chai11:nan, for the record, the sub .... 

ject permits 011. which a. onc.--year extension is requested, whic 

is provided for in the Publi.c. Rosotir<.H~S Code, are held by the 

applicantit Similar development wol:k to th~t \,1h:t.ch has been 

. ........ ______ ...__ ........ __________ , ______________ -.I 

l 
I 
.I 



1 

2 

3 

·4 

cutlined by Mr.,. Smith has been performed in connection with 

other" lands held by' t1?-e''~€t;xie grc»up that hold the subject 
• I '\\ <, , ' 

prospecting permits, th~,, permit$ havl,p.g be.'.cen issued by the 

State Lands Coro.miss.ion .pu·.csuant to law Ii"<.,.. which prov:f .. d~s for 

5 a two1oo1,y.ear prospecting permit upon payment of the proper fees 

a which means these pe:r.1nl:L ts wer~~ i\ssued two years agog. . The 
.~ . 

7 eonsiderat:io11 before the cormnrss:tor1 is whether~ in" the judg~ 

s ment of the Commission, sufficient development work, has been 

9 done; and if, in the opinion of the staff, applicat.lt has !0$t 

10 the requirements to justify ext3nsion, .the Lands Cmnmission 

11 may extend such permit"' This is the basis for the reconnnenda 

12 tion of the staff~ 

·~1 

. '.',f; 

. : 
1~ • '13 This is also part: of other holdings by the same 

• ,~_/:·, 

\f· 

14 g;t::o'Up under pi:ospecting permits isst:1ed by the State. Lands Com 

15 mission pursuant tc law, which othet:' pe,rmits ha\,,.ing bee111 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

issued earlier were the subject of extension a.pplic~tions 

earlier '"'"'-t all of which have been grantedt 

Therefore~ there does not app~ar to be any equitabl. 

basis for staff :r:ecorr.rnenda.tion for denial of the one .... ye.ar ex'""' 

tension with respect to these subject pe.rroits~ and the permit 

would other.wise expire before the next l.neeting of the Lands 
" 

Commission if this·, extension is n.ot granted. 

:MR. Cl-!AMPION! May I ask a question? When we grant 

the two""'yea.r pe:rmi t, ~1hat is the nature ~ ...i. Yott say we may:; o 

suffinient evidence C)f developmen.t~ if there i~ suffieiet;.:; 

evidence of development we th~n have the ri.ght to e.Fte·nd thes ~ 1 

-· ·~~---,-··---·-------------·-·--·~-·-·---·----~· -~ 
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MR~ llORTIG·: That is right, bttt :tt\ :ts not mandatory 

MR. CHA.~ION: It is not mandatory and there is no 

3 commi tm.eio.t ou the' part of .. the Lands Commissi,on that they 

· 4',, sho'Uld dq it? 
~ • •• 1 

5 MR,, t!1l>RTIG-: , ~ha.t is right~ 
. \• 

6 MR!~ cHAMP10N% What a:te the circum~~tances wh~re we 

7 ·have rival interests? ·0n what grounds do we judge these? 

a Bay we we:ce ·to :€eel that both parties had equal stap.ding in 

9 this case,. I think it Tt1rould he our prerogative to regard the· 
! 

lO as in equal standing,. What is the procedure then? 

11 

12 

15 

14 

15 

10 

1•7 

18' 

19 

'MR. HORTIG: The prpcedure would be,· number. qne, to 

consider the State's. applicant who had paid for the prospect• 

ing, permits which contained in their conditions, pursuant to 
I . 

law~ the right to a preferent1al mineral lease :tf commerciall 

valuablo· deposits of mi~eral are discovered and developed 

within the area. of the pe11lli t4' Therefore, there are more 

equitable 'rights attendant to the. existing State Jpermittee 

thait there are to any subsequen.t applicant who comes in at a. 

la:ter d.~te.~· In other words, these t1:reas; during the time of 

20 ~thei.r pr1pspecting permit, are not subject to bieing awa:t:ded 

· pursuant.:to competitive public bidding, but to bei11g awarded 21 

24 

25 

26 

to th~:· first app licartt. 

MR. CHAMPION:. Bt1t do 1 understand this getltleman 

to say they are nbt.a.sktng for prospecting pel:'!nits -- they 

would l:Lke to proceed wi ch develop1nent of the s~ction'i Or 

would you be asking for a prospecting peL'1nit1 

-~-·"· . ,..,...,.._,._....._.. __ .,........ ____ ,,,. '._ ........... ______ __. .... _______ .I 
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35, 
' 

MR., SMITH;· Let me say, first, i.·t would be explor~:-J 

tyrY"" whether you Catl it pi<.H!peC ting or developm.ea t ~ it is 

e~'PlQratory.~ · In +act~; the woxk we have done down there in 

put'ting'down one well is exploratory and it.is only part of 

the ~xploratory work that would be dcnem 

MR.- CHAMPION: What would you be· askin.g us for? 

Would you be asking for a prospecting permit or fQr somethin 

else? 

MR.,. SMITH: I believe~ as I understand it, we woul 

be. asking £01: a prospecting permit, an exploratory permit$ 
' (1 1. • 

As I understand the member. of the staff -. ,~' I hadn rt been 

in.formed as to whether the applicant had performed h5 .. s dutie 

or not"" I.twas probably our idea that they had not within 

the two years~ and if so it was reasonable they could be 

dented" Then We.stern Geothermal would wa:nt to make an appli 

cation. If they have. fulfillec,1 theirreq,nirement, Western 

Geothermal would not make an application. 

11R* HORTIG: There would be no staff reconnn.endatio 

but for the fact it :ts felt that. the" applicant is et1titled 

the extension by the Commission because of the fulfillment o 

the exploration requi.rements l'I· As a matter q;f fact 1 for com"" 

para.tive statis.t:.ics, to Mr~ Smith 1 s one' exploration well 
\' 

which has been drilled by Western Geothermal) tbe group hold. 
,:' : 

i.11g the State prospecting pennita have drilled, and have pt,:o ... 

dt.1.cible 1 two steam wells on their land~. 

MR., SIEROTYs Ma.y ! as~~ Mrhl Hartig~ Is there a 
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requirement that valuable minerals 7>e found? 

MR.11 HORTIG: Yes,. 

MR1· SIEROTY: Have they complied with that'l 

MR., HORTIG: No"' The necessity" for finding valu(lbl_ 

minerals relates' to whether a preferential mineral lease will 

be issued as a result of the prospecting permits,, 
. r 

If, in 

the next year,. this can be developed and established in the 

prospecting permit areas, including those under': extensi~'ns 

here recOirm.lended, then the permittees would be entitled to a 

p:meferential mineral lease under royalty provisions which ar 

already spelled out in the perm.it.? which would be in t'h.E! 

preferential lease when issued. '!1he fact that th:Ls has tiot 

been. accomplished to the point where an application can now 

be considered by the State Lands Commission has led to this 

request for a one ... year extension, hoping to perfect that 

right 4:uring that time ....... which one.-.year extension by the 

Commission is a-utho:rized in the s.tatute" 

~:m.~ CHAMPIOL\f~ Under those circumstances :t I would 

move approval of the recommendation of the staff on all item • 

trfRw CRANSTON : · Motion is ~'!lade li ·~ .~· ._ 

GOV• ANDERSON: Secondlt 

MR., CRANSTON:~ •if$ and s.eaonded on all items in 

Classiftcation 4> including item (e) carried over from 3!i 

Is there any fu:rtt.er discussion? (No response) If not~ the 

approval is made ttn.animously~ 

!tent 5 -- Selt~ction and salii;; of vacant Federal 

·1 

J 

.J 
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lands:: Applica,nt ·(a) Lincoln Clark ... ~ Appraised value 

$10"256rf'35~ bid the same4 That 1 s .the only ~.tem~ 

. GOV~, ANDERS ON:· 

I MR. CHAMPION: 

MR~ CRANSTON:. 

Second "' ., 

Moved~ seconded, ma.de.unanimously* 

Item Classification 6 .... - Selection on behalf of th 

State of 39. 73 acres Federal land, San Bernardino Coun.ty; 

authorization to cancel application of Jean l1yons Flynn and 

to refund deposits less expenses incurred to date of cancel ... 

lation.1' Motion is. in order. 

MR,,,. CHAMP!.ON: Move approval~ 

MR~ CRANS1'0N:. Approval is. mo\red ,.tij\ ~ 

GOV~ ANDERSON! I'll second it~ 

MR~ · CRANSTON: ., ~ ~ seconded :1 approved unanimously ... 

Item 7 ...... Approval a.nd adoption of. combined bi.d-

lease form.for suh~erged land leases in San Francisco Hay 

and similar areas for winerals other than oil and gas.., 

Frank, anyc:omments·on that.? 

MR~ HORTIG: Yes.ii Mr, .. Chairman'!. In view of ·ques ... 

tions which have been raised. by pi:tblic agencies in th~. San 

Francisco Bay area as' to the lease format devised by the 

Lands Commission for issuing leases pursuant to competitive 

p\1,blic bidding, particularly questions raised by the San 

lJrancisco Port Authority, ·Ci t:.y of. Richmond, a.nd ·the City of 

Berkel''!.Y :i e~ctensi ve cot1f erenoes Wt~'.r.·a held to devE;1lop a forme .. 

which would ~atisfy all the recfLliremcnts of all aget1cie~s ...... 

I 

I 

I 
I 
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particularly in connection with the .Port l.i.uthor.ity,. wher::-i · 
,.·. 

.. ··.2 
•I 

' .. 

joint. :;tpprova.l. is necess~ry, where they could gpprove any pro ... 

3 posed lease as a matter of form on a standard /~orm satisfact ry , 1• l 
4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

16 

16 

17 

18 

19 

20 

21 

22 

•. ~) 

to all agencies,. 

The draft whicl1 is· before you :ts such a , form which) 

is satisfactory to all agencies and would be proposed to be 

used. in the San Francisco Bay area in connection ·with issu­

ance of any :Eutur~ leases issued pursuant to competitive 

public bidding~. It has been approved by the Office of the 

Attorney General as to, form and;; indeed, would be the subject . 

of a lease off.er which is the next item _ ... for another sand 

and gravel lease in Contra Costa County., 

GOV,,, ANDERSON: Is there any substantive ch~nge in 

the form? 

MR,,, HORT!G: No, si.r .. , It is a matter of procedure 

and format, so that it is standardized, s,o the other agencie 
~ 

know what is in it, :rather than a unilateral representation 

by the State Lands Commission. 

MR .. CRANSTON: Motion is in order. 

GOV,. ANDERSON: Moved~ 

MR• CHAMPION: Second~ 

MR- CRANSTON: Moved, seconded, approved unanimou.sy*' 

""" .,,~t.~m 8 ....... ",.;uthorization for Executive Officer to. offer for $5!'11 ,L _,... .(l 
'--· I 

24 r lease, for (~rxtr.action of sand at minimt.m't royalty of eight 

25 <~ents per cubic ya1:d, 370 acres submerged land Contra Costa 

26 Cou11 .. ty, pursuant to a.pplicat:i.ori of Unitad !;.and and Gravel 

... ~.~,o~nP..at, ;t",.· ·.,L",__,__...... -·· .-· ·--···-·_ ......... ___ , ______ ............. _ ... ·. ,._ ------.....i _,..,.,.,_.,........,_..,.. ~ ~1 . ·- - ···- - l ' I \: ... 11'4., '. I ., .•. ,_ .• -~ I . ' ,,....._ 
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MR. HOR'l'IG ! And this is the item, Mr~ Cha:i .. rman, on 

just t?eported, t·o which the. proposed combined p;l(t~lea$ 

3 fQ1;tn just apprcved by the··«!ommission would he first applied* 

5 

7 

MR~ CRAMSTONt Motion is in ordervr 

MR~ CHAMPION~ Move approval* 

GOV:'* ANDERSON:. Second,. 

MR~·CRANSTON: Approval is moved, seconded, made 

a unanimously._ It-em 9 - .... Authorizati<Sn for Executive Officer to 

9 approve and have recorded Sheet 1 of 1 of map entitled 1'Map of 

lo the Grant to the City of Pittsburg, 0 dated May 1963. Motion 

;::.· 11 is in order,. 

• 

12 

13 

MR,. CHAMPION: Move a ppr oval,. 

o)J.>v a ANDERSON:. Second.-

14 MR. CRANSTON: Moved,' $~conded, made ·unanimously\'f 
,) ' 

lo Item 10 _.., Termination of Right""oJ·:way Easement P.R"1C• 2868~1, 
0 

la submerged lands of Old River~ San Joaquin and Contra Costa 

17 counties; approval of' refund to Pacific Gas and Electric Com-

18 pany of prepaid rental in the sum of $463.98; and authoriza-

~9 tion fol:' pJ:esenting claim to Board of Control,. 

20' 

21 

GOV~ ANDERSON: What is the story on this~ 

'.MR.., HORTI.G: As de,~.ailed on page,. _32, Governor 
\\ :~1 

Anderson .. the easement was t6 ha.ve been used for a pole ... line 22 .. 
crossing to '.Brats Island,. Ilowe"1~r) the Board of Trustees of 

Reclamation. District 802 was awarded a jud~ment against the 

owner of Bra 1 s I~land > whom the Pacific Gas and EJ.eotric Comp .ny 

had propo.sed to serve"' r.Che. Pt Gjl> artd E~ is now prohib:i.ted fr m 



1\ 

~. ,, 
I) 

• 
i:? 

l us.ing the r1ghts · g;ranted by the State because they have no 
'-._, _;/'''\ 

2 · dry larid\ on the other· s.ide of the river4 So it is proposed 

3 that ·the easement be cancelled.; and ;1..nasmuch as the renta.l · 

4 was prepaid, it seems e.quitable that this be l:'efunded~ 

5 

6 

7 

GOV,. ANDERSON.: Move app:tt>val~ 

MR. CHAMPION: . Second* 

MR. CRANSTON: Mov~d, secor1ded, approved unanimousl , 

a ltem .. 11 .-.- Authorization for .Executive Offic.er to .e~ecute an 

9 interagency agreement with. the G.olorado River Boundary Comm.is· 
)1 

lo sion for engineering, administrative and other servi¢es for 
,. . . . (\ ' . ' ' . 

11 the 1962 ... 63 fiscal year, at a cost ~·~t to exceed $ll;OOQ.lh 

12 MR. HOR.!IG: These matters are brought to the Com ... 

lS mi~\ssion 1 s attention this lat~ in the fiscal year .beeause at 
~ 

14 this time ~c , then, there is always a reasonably a.ccurateesti ... 

of what rlhe 15 mate 
I 

cos;;t.~ of the $:.~rvices which have been rende:t' d 
···-:;.... r_ . 

1; 

la by the Lands Commission to the Colorado River Boundary Commis 

17 sion will accumulate to fo:i: the fiscal year. the o.ounterpar 

18 of this contract will be e~ecuted on behalf of the Colorado 

i 9 River B.otnidary Commission a:nd is subject to approval by the 

20 Oirector of Finance and in the appropriate interagency bill.in 

21 

22 

23 

24 

25 

26 

process11 

GOV. ANJJERSON: I 111 move it. 

MR.,, CHAMPION~ :t·1 '11." aostaiti as a matter of custom, 
... 

since it calls for my furthe1· a\)proiral. 

MR~ CRANSTON: 1 111 second the motion and, without 

obj ootionl so ordered., Voted for by the Lieutenant Gover11or 

and tuysel.f ~ 

I 
!J 
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l Item 12 "7 ... Authorization for Exeqtttive'~officer to 

2· e~ecute comp:romise price agreement with Signal Oil and Gas Co~) 
' \.._~- ;:_, '! 

'3 : et al, Oil and Gas: Easem~nt 392.1, Huntington 'Beach, orange 

4 County; ati~.detennination that for purposes of calculating 

5 £tate royalties, the reasonable price of the production at th 

4~ well during the period September 1, 1958 to October 31, 1959, 

~r inclusive,· was the price posted in the Huntington Beach Field 

El for oil of like.gravitj by the Standard Oil Company of 

9 California. 

10 

11 

MR. CHAMPION: I'd like a little more explanation,. 

MR$ HORTIG: I will introduce the problem and ~hen·.·:, 

12 Mr" Shavelson, ·who prepared the form of compromise and agree""' 

13 ment relative thereto, can give the Commission further detail ~ 

14 The books o:E J:ecord, the amount for oil royalties 

15 due the State from various lessees at Huntington Beach, su4 .... 
,.:;: 

la denly found themselves faced with the dilem.fna that, whereas 
~" ';-

' ' 

l? most of the leases at Huntington Beach -- and these are of 

18 long standing ...... required payment of roya.lti~s calculated on 

19 

20 

the reasonable ma-rket price of oil.at the well, which price 

sha.11 not be less than the highest price at which a major oil 

21 company buying oil of like gravity and quality in substantial 
',", 

22 

23 

quantity at the Huntington Beach Field is offering, this '1'.'a"" 

sulted in a di.fference in computations because !m_ operator 

24 
was offering a higher price than Standard Oil Company of 

25 

26 

California for a brief pex.·j.od of time. The question becru:ne 

whether or not this operatvr was a substan.tial purchaser in 

.._.........., __ ,............., __ .,* ____ •:•-'I"---·-·_,,.,._.-·-· -i<•• . .,...,_. _____________ ...._.. ___ ...,1 
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l accordance with the d~flnition of nsubstantial qua:rttities 1
'. 

2. and it turned out during the time the agreement was in ef'fect 

3 the purc,~haser purcha;sed only 1.-632 per cent of the total pro-

4 duction; but, nevertheless) in the opin~od'"cf the Office of .· 

5 the Attorney G"aneral, this. ±s still substantial unde;c the 

6 

7 

8 

9 

10 

contract terms and, therefore, royalty should be· paid on this 

higher price. 

Further review and analysis has resulted in a basis 

for a compromise agreement, establishing what the price shoul 

be in connection with the actual majority purchaser of the 

11 crtilde oil a.nd the highest price offered by the highest major-

12 i ty purchaser of the crude oil; and for the. details and the 

13 equity of this p~oposed compromise, I would like to have 

14 Deputy Attorney Genera.l Shavelson give. t~e basis,. 

15 MR., CHAMPION: Before he does, however, what kind 

16 of money is involved in this? 

17 MR. HORTIG: Total of $42:i 387 is the present amoun 

18 indicated as due on the books, due to the State Lands Connn:i.s 

19 sion~ of which on the ba,$is of the compromise we would still 

2o rece.iv~ $25,123 of the a.mount above mentioned~ 

21 MR. GHAl:liPION: $42,000 is the d:i.f:Eerence involved; 

22 · the compromise would bring it to $25,000? 

23 

24 

25 

26 

MR~ f!ORTIG: $25, 123 ....... oecause of different p:ro ... 

visions with respect to pricing in different leases issued 

o.t different periods of time by your predecessot·s in the 

Lands Commission. 
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14 

15 

ia 

17 
i· 

18 

19 

20 

21 

22 

23 

24 i 

25 

2a 

Cc 

\I 

4.3 

MR. SHAVELSON: We are t{tlking, in othe:t:words, 
. ! i \ 

l ,' ' 

about ·$17,.000tb Our ot:iginal opinidft dealt solelyw~tb one 
. ; . •- \\ . 

question and that was .wh,eth~r the. aiibunt. of oil purchased by 

the Union Oil Company, which had posted a slightly higher 

price that1 Standard ........ which was purchas.ing virtually all of 

the oil.that was purchased in the Runtington·Beach Field -­

whether that 11"32 per cent could be considered a subst4t~tia1 

quantity~ At that ti1tte we advised the State Lands Commissio 

that the criterion for determining a substantial quantity was 

not necessarily a relative amount, but could he considered an 

absolute amount. In· other words, was the amourtt purchased by 

this company sufficiently large that it would be subject to 

the same pricing considf~rations a.s a much larger quantity? . · 

Since 1.32 per cent of t:!"le total 1')roduction in a,f.large field 

like the Huntington Beach Field we still felt was a substan­

tial quantity of oil,_·· we did. advise the Corr~)issio.n that it 

could consider that th1?. d1eterminative price for purposes of 

detetmini't\g the royalties under the leases in this particula 

easement. 

There was another :i.ssue invol\.Yed in any controvers 

here whi.ch we were not called upon. to discuss and which we 

did not discuss at that time, and that is whether a posting 

is also a.n offer... I don 1 t wat'llt to go 1.nta the details unles 

the Commission would like me t 10, but ¢!; posting is not :is1 a 

regal sense an offer,. I.t is more or less a statement as to 

what the company will pay under its r~xisting contract., It i 

._.._ _____________ ~__..·~·--A~--·--·-· ___________ ,,_,.,_U_•-".M~---~_..,.---------------~ 
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not a:n offer to take addi-t;ional oil at tbat ijrioeN: 

· In other words, t~re a~e tw·o difficult legal issue • 
, ' 'j;-. , 

?4'.R. CHAMPION: It isn't an'obl~gation,., In other 

4 w6tds, the1 posting is not an obligation?· 

a 
,., 

8 

9 

10 
" 

ll. ,, 

12 

13 

l'~. SHAVEL$ON: That is right,, not wi.th persons wit , 
2) 

whom they d.on' t. have contracts, at that time;$ !t is not ~h 

offer that, in a legal sense, can be accepted1' So the:rewere 
' i 

two very dif:ficult legs! problems~ Litigation would be 
r,c:, 

, costly, i£1vo1.ving many defendants; and) as Mt' it- H.ortig pointed. 

out, under th<~ one. easement· which had.the largest single 

amount 0£ $17,000, thf;! lan;guir~~gB-·~.we~v"to<":the effect that the 

pl;iC~ upon whi(~h royalty was~\to be computed nshall not be ,, 
..:.',~; . ;. I : 

··greater than" the highest ptice1 posted,_. Under those circum .... 

; 

~'"14 stances, we hav~~ advised the Commission that it could ex·ercis 

its di~cretion and find that the fair marke.t value· for the I 16 

16 

17 

18 

19 

20 

21 

22 

\~ ' . ' 

purpose of thii one easement might be<" the Standard O~l price 

at ~hich the great majority of oil was purchased, and not the 

price paid for this very small quantity"" 
i,1. 

On those.two bases we have recommended a settlement 

under which i.:e would collect $25;a000 and that would be in pay 

rnentr:,,of all a.mounts due under a.11 9£ the easements .... ...; all the 

leases' and the easements ... ""' and the c!'~''""mission would find 

23 
. · that the fair market value for the pu1'p.?se of this one easeM; 

<- "\ 

ment was the Sta11dard Oil Price,. This Will be su.1bject to 
24 

25 

26 

appl. .. oval by the Govern.ol:' under the provisions of the Public 

Resoin:ces Code, aft:e:r. the Stane Lands Conu:nission approves, it~ 

if i.t does~ 

.. ' . ·1 

I 

' l 
I 
J 

l 
' l 
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2 in the future our interpretation? 

3 MR. SHAVELSON: Net at all. It does not bind uslt . 

4 

5 

6 

I • • 

It ts e~pressly limited. to this particular r"eriod .• 

GOV 41• ANDERSON: · llow long does the lease run·? 
(I . 

MR~ liORTIG: A.s long as oil and gas are p-roduced 

7 in commercial. quantities, and this could be hopefully ai'lothe 

a forty ye.ars. 

9 MR. CHAMPION: ·I'll move i.t* 

10 

11 

12 

GOVlt ANDERSON: Is there a p1otential suit on this 

if we do not approve this? 

MR.· SHAVELSON: Yes* We would be compelled to 

13 bring suit agains.t all the companies whio have not paid us 

14 ·and I think it comes to about seven· or eight companies; and 

15 it w~uld be vety 'uifficult litigation on both sides,. and 

16 expensivei. t ·think the costs would be comparable to any 

17 further amount that we,1 might hope to collect,,· p~us the unce:r 

18 tainties involved in the collection;i;.; We think the settlemen 

19 is ve.ry goodj both from the standpoint of the State and the 

20 

21 

other parties involvadl3 

GOV. ANDERSON: 

ii 

If there are seven or eight com~ 

22 · panies involved, the· total of all of them will not amount to 

23 

24 

26 

26 

more than $17,000? 

MR., HORT!G: Twenty ... five thousand~ 

GOV. ANDERSON: That: is· what the settlem~nt is for .. 

MR,. SHAVELSON: Yes,. !n 0,ther -words) if we bl:ough 

\lllit-;..o~' . ) ...... """"" ..... ----------...,..! 
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' 
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l litigation>. the mo.st we could hope for is recovery of $17 ,000 

2 ' ove+ and above the $25,000 we are get~:ing under this settleme t.­

GOV.~ ANDERSON: From.: all of. the~e compan.ies1 3 

4 

5 

6 

7 

8 

9 

10 

ll 

J,2 

13 

14 

15 

18· 

<i MR •. $HAXTEI..SON: Yes"' 

MR~ .SIEROTY: Is J.t their contention that l<fi.3\2 is 

not a sub$tantia1 <lusntityj? · 

MR. ~liAVELSON: That is their contentio1i., 

MR* SIEROTY: How many barrels would that be? 

MR., SHAVELSON: During one month l think it came to 

twenty thousand 'barrels. 

MR~ SIER.QTY: 1.32 was twenty thousand? 

MR~ SHAVELSON~ That's right.it .··. J 
MR,. SIEROTY: !s there still a problem at this 

time~ I 1jd, like to··· know if there is now a small buyer in term 

of PtaFCen.tagewho gives us a difference between th.e other 
(t 

prices in the arealJ 

; 17 
\\ 

MR~ SHAVELSON~ Mr. Rortig, will you answer this?. 

MR.. HORTIG: No* This was for a period of time 

when. this posting was made,., Now, the smaller buyer is post ... 

ing a substantially smaller price~ This relates to a pa.rticu 

lar period only, during which time this posting was in" 

,1\ 

18 

19 

20 

21 

22 

23 

24 

25 

28 

I don• t presume to add to the legal disci1ssion here 

but I think a very essent:i.al point is the. fact that the peopl 

who posted are on l!ecord as having s.aid th.at they had not 

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

contracts. 
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9 
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MR, SHAVELSON: In other words, they did not 

was a contract offer. 

ER, HORTIG: Therefore, on that basis it would be an 

extremely difficult  collection to make, whichwad 'be an im-

portant part of that which would come up in any litigation. 

MR CHAMPION: I move approval. Is there any 

advantage, as a result of the Lands Commission having this 

f establishing a policy for this parpose? 

ER, SHAVELSON: If I may answer that, we have cis 

10 (cussed that with the secretary of the Signal Oil and Gas Cam•,  

party and I think we were both ilopebil that we could work some 

ould be gotten out of the way 

15 

16 

17 

18 

19 

first and thim we should sy to come along with an amendlien 
• 

on all of the leases 

and come 

w4-1,s one Of the:: earliest leases t- 

HORTIG: The l•ngua 

the ltper ance at 

Huntington Beach areas  

up with some m ►re satisfactory provision. 

SHAVELSON: **4 so we hadn 

e. I' think it can be improved, 

think it 

24 

the subsequent lea 

Lands Commission d 

GOV. ANDERSON: 

HORTIG 

25 condition.. 
 

t 

s and those our 7-  issued by the 

not have this ,tfa.l. 

hey have thy, s in there? 

not t get in this 

HORTIG: I thini that is 

EROTY. Zes t:3a 

1'01010 OP A0 

thing out. We felt that this 

..:117h iGAV 4%1,0 
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1 we use the highest pos ted\pri~~ on t"he Long Beach <zontract we . 

, I' 

2 are now using. 

3 MR~ HORTIG: This would be directly comparable with 

4 the provf..sions in current State Lands Coromission provisions.,, 

5 MR'* SIEROTY: Well, isn 1 t this what we are talking 

6 about here? 

7 

9 

10 

MR.4 HORTTG! .Yes, except with relation to this word 

MR~ S IEROTY: Well, the highest price" 

MR,. HORTIG: Highest posted price in applicab:i.li ty 
i 

' 11 to the majority of purchases, to ge.t away from 0 substantial,,u 

12 It. would be our staff recommendation to relate to th~: highest 

13 price offereJ fo·t· the majority purchases. This has not yet· 

14. been' before the. Commission, e~~cept in terms of discussion 

::..v · with the staff., 

16 ' MR~ SHAVI!:LSON: !n the. Long Beach Unit and the Field 

1 .y Contractor Agreement:, the term 0subs~antia.1 qttantitiesn is 

,18 specifically def:T.ned; ·three:.. 'thousand barrels per da.y in the 

19. Long BeaQh Field Contractor Ag74·eement ls my recollecti.on, 

20 

21 

22 

23 

24 

25 

26 
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MR11 SHAVELSON: In our opinion, the qu~~tion is !'tot 

2 necessarily one of relat:i;ve amounts, but rather absolute 

3 · amounts~, Th~ Wilmington, Field produces inuch more oil tJ:i~.n the 

4 · Huntington Beach Field; 1.32 of the<Huntington Beach Field 
'l' · ... · ' 

5 ~'production is considerably less. than what 1~32 of th~ Wilming ... 

6 . ton production --v:rould be ; and, furthermore,,) in our 
" 

7 GOV• A?IDERSON: I don 1t .f nllow that-:, _,,, 

MR., SHAVELSON: In other wo~1/dS, since the productio~ 

in the Wilmington Oil Field i.s much greater than that in the I 
10 Huntington Beach Field, then the absolute quantity represente · 

8 

9 

i1 ·· by one per cent of the Wilmington Field W01.ild be much greater 

12 ·than the absolute quant! ty represente~. by one percent. of the 

13 Huntington Be&ch Field'1 

14 ]lift,., SlEROTY: Except you mentioned, it has been 

stated, that we are talkf,J~ in te:rms of twenty thousand ba.r'.'rel 15' '; 

16 a day. 

17 

18 

19 

20· 

2~ 

22 

23 

24 

25 

2~, 

]!IR!!! SHAVELSON: No,, no ...... for a whole month,. 

:MR. SIEROTY: Twenty tbpusand barrels a. month still 

sounds like a sizable quantity, t>7hich is one point'\\ _ The 

·.1econd qu.es tion. I 1 c1 like to raise: You are using as a standa d 

the maj c~ri ty buyer~ the price paid by the majority buyer in 

the field,., .. 

M.It., HORTIG: ,.£ha highest: pr.ice ~ii!. 11-· .. 

Mlt. S !I!:ROTY: What. do you mefJn by 11.roaj ori t y bl.J.yer" 1 

"J ·~ 1 -.~ e.t , 
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l 1 buy~:r an~ w.het:her that m~nority buyel;' is substantial; in other j 

2 words, the higPies t price paid for mo;re than f:i..ft-.y per cent o.f 

3 . the o:tl. .;, 

~ 

-4 
·,f ~r" SIEROTY: H~w ma:ny purchasers would \~here be 

6 within that majority? 

6 MR. 1:-lORTIG: Well, this varies; some fj.elds ~~ave as 

7 few as one operator. posting; some fields have actually no 
' 

8 operators po&ting, in which event the price is dete'tttlined by 

9 the Commission in relation to what is being offered by majorit 

10 ~uyers in adjoining fields processin.g the same quality of oil; 

. 11 and. there are some fields whe:re. there as much as seven opera-

12 tors posting"' 

13 MR.,,. SIEROTY: Isn't there a dan9rr if your majority 
'11 . 

14 is one buyer? , If one buyer buys fifty per cent of the oil in 

15 the. field, isn 1 t there danger?'-. 

16 · MR.,.. Clt~ION: We are getting away frOJJl t:he problem 

17 becEJ . .use essentially we are talking about an e~isting contract, 

18 wh:tch is quite different from the Long Bea.ch proposal we are 

i 9 going to make. We are talking about the condition$ in the 

20 Long Beach contract and we propose they will be diJiferent tha 

21" thist<'I We are trying to deal here with wording we would not 

22 approve in an existing lease. So the two things. don 1 
t go 

2 together • ... 3 

24 

25 

26 

l!iftl,. HORTlG: ·· We are ta.ki:.ng ca:re of a si.tuatl.on wh:Le 

existed~ but whi.ch no longer e~tist~; actuatly, simply to dispo e 

of this.past problemf" It could t"ectn:, but ,.111,,,~H 
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Mtt~ CHA.MPIOl'l: We are setting tit> precedent here 

for anything else ~e may do~ 

3 Ml}.;i .. SIEROTY: Let me relate this .question tq· this 
q /j .. . ~ 

4 particular situation. You have mentioned Standard Oil "s p1cio . 

6 as a gauge. Now, does Standard Oil buy fifty per cent or mor. 

6 of the production in this field? 

7 

8 

MR. HORTIG: Yes, higher than that. 

MR;)I; SHAVELSON: It is a'bout ninety-nine per c;,:£:;nt or 

9 ninety-eight per cent qf the product:i.on. This is my recollec · 

10 tion~. In other words, some companies take their own produc-

11 tion and about seventy-five. per cent of the total production 

12 of the field. is my recollection. So it is the overwhelming 

::13 quantity involved. 

14 I might say that for the greater portion of this 

i~·' amount that~ s due we &re applying the price posted by the 

16 

17 

18 

19 

20 

21 

22 

23 

24 

26 

26 

small company; and as I pointed out b~fore, even if in any 

litigation we got over1 the hurdle .of subs tan ti al quantity, we 

have this other issue, which is equally difficult, and I thin ' 

taking both together a oompron1ise settlement like this is bes. 

for: the State a.nd does not establish a precedent. As Mr. 

Champion pointed out, in a. t-ransact:ton like the t,ong1 Beach 

Unit, we specifically define isubstantia.1 q·u.«s.nti.ties; but in 

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

vicissitudes of legal' opinion. 

GOV. ANDERSON: It may not set a legal ptecede11t., 

but doesn't it set a policy they can hang t.heir hat on? 
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1 

2 as fa;r; as. the gt'eater quantity 1~s concerned we ha'1e appl.:ied 
1 /• '' 

3 the higher pt'ice posted by the Union Oil Company. · In other 

4 words, taking the fraction~ it would be 25/42 of the amountw 

5 at'e applying· the. Unio·n Oil pr.•ice to and only as to the t>e-

6 mainder, 17/42~ we are applying; the Standa:r:d price~ So I 

7 

a 
9 

10 

11 

13 

14 

. 15 

don1 t thint we have committed ourselv'es at all· to saying that 

the Standard price wollld determine it,. 

GOV.11 ANDERSON: I don't like it. 

MR.JO, CHP<..MPION: I have already moved. 

GOV"" ANDERSON: I don 1 t want to second it.-

MR.,,, CRANSTON: l 911 second the motion., You wi.sh 

to vote. against it7 

GOV tt. ANDERSON:: I won 1t make a fuss about iti!> 

MR~ CRANSTON:· If there is no further discussion, 

16 two positive votes,' one negati:ve vote. 

.. 17 

18 

19 

20 

21 

22' 

0 25 

24 

Next item ...... Informative s.tatus report on legislati n,, 

Iv.1R.;. HORT!G: Mr. Chairman, I should like to direct 

the att~ntion' of theConun:i.~sion particularly to page 44 0£ th 

supplemental calendar item, and particularly with reference, 

first~ tq both Senate Bills 139 and Se11ate Bill 142', that are 

reported thereon. These· are. pal!t of· a series 11df n:tne bills. 

for clarification of exis t1.ng statu.tes, which ·were author,ized 

by the Lands Commission to be :i.ntroduced at this sessic1n for 

legislative consideration. 
25· 

26 
With '.t'espect to only Senate Bills 139 arid 142 we 

...._... ____ ....,."""'Mtl!•~-··•.,,..,.-1 -[ ...................... .;.;.,··-...... ~··•I''•~.-~ ....... ~'•)li:w·· if~,_. _____ .......... ___ l;.o,I 

·.~,~~l~Motib 
I :w~ .. ~-'~-~;~;: .. :~ .'. (· .. 
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1 have received questions and requests from other public agencie 

2 for proposed amend1nents to these billsit In view of the :t;act 

3 that1 in the first insta11ce, · 139 proposed to eliminate statute 
('.· 

4 which we have been informed are obsoletei it, appeared that· it 

5 would only add to the confusion to propose an amendment to 

a what we considered obsolete legislation... Incidentally/ that 

7 objection was raised by the Port Aut~ori ty of the City of 

a Oakla.nd.,. 

9 As to Senate Bill llt-2, the San Francisco Port Au th ... 

10 ority, in connection with our general discussions with them, 

11 proposed an amendment and would object to Senate Bill 142 only 

12 if they were exempted from the application of the a.ct - ... again· 

13 complicating it,, 

14 In view of the fact that both·of these were proposed 

15 to clarify, I believe we a:te in a better position to just let 

the. statutes sit as they are, rather than amend t. hem at this 16 
time; and, therefore, recommend that. the Commission approve .17 

18 
that we do not proceed with the processing of Senate Bills 

.. 139 and 142 and the staff will continue the discussions with 
1.9 

20 
the agerj,cies who raised questions to, see if a clarified form 

cannot be developed for intt'oductiou without objection at the 
21 

next session or the Legislature,.. 
22 

23 
!i'IR., CrlAMPION ~ I nlove authcri.za.tion of the staff to 

proceed on;. tha.t bas:ts * 
24-. 

25 

26 

GOV~ ANDERSON: Second. 

1'1R. CRANSTON: Moved,. sc~cond~d, ma.de unard .. mously~ 



• 

• 

MR. CHAMPION:: · i·'May I' ask the status of S4-B• 2987. 

MR~ HORTIG: .Aot:ual1y of the intent, in terms of 

a· suggesting the possibla.ltesirability of having the State's 

7 lands committed to a unit hefo;;;e the entire operation is of-

8 fer·~d for the very fit·st bid; so in principle this supports 

9 the intent of S .,.B" 2 98,. 

10 MR~ CHAMPION: Would you take.what the report said 

11 oi: the reaction to i:t as ma.king it possible to proceed with 

12 the enactment of s~B .. 2981 

13 MR+ HORTlG! It would be helpful to it and this, 1 

54 

14 must assume, is one of the considerations which went into the 

16 fact that yesterday S,.B. 298-'was deferred from committee 

16 cons'i .. deration unt~.1 next Wednesday~ 

MR11 CH.AMPION: But it is s~t for nexJCc Wedpe.sflay"l 
\I - ., - - .,,-~. 

MJ:t .• RORTIG! All <Jf the other bills remaining on th 
i' 

lis·e authorized by the S't9;.t;;e Lfi.nds Commis1sion a-re in various 

17 

18 

19 

20 

21 

22 

stag\:~~\ of committee appro·wa.l and none of the other bills have 

drawn a single objection 11!from any agency: or private., party!! 

24 

26 

MR~ CRANSTON: .·How about A"C111R., 64 _ ... Speaker. Un.rtth s 

study? 

MRw HORTIG.: !t has. been a:mended to broader scope 

and {t :i.s stf.,.t,.l under study as it was amo.nded1w 

MR:l'J: CRANSTOMt Jlc.H::~s that, hs,1e. to be artu~nded bei=ore 

;.< 
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it goes to the Senate? 

MR.it HORT!G: It has not to my recoll'.ection been 

through any Senate comrnit:tee,,. 
' 

55 

MR. CHAMPION: I 1d 1?1ike to raise a question in con ... 

nection with this general subject,., We have the." memorandum 

report that we asked the sta,.1:£ 'fox: on the ~ills affecting 

tidelands, turning them over to local jurisdic t~tons, ,and it 

is very clear that there are so many di.fferent proposals with 

conflicting policies there seems to me.t at least~ to be a neec 

for a general, policy on the terms that the Lands C01.mnission 

would recommend these, accept these, and pass these on an 
\' 

indiv:tdua.1 basis -- with increasing interest in taking over 

the revenues in some cases. 

ln ritome cases it :ts just a grant; in some cases the 

want to take certain of the revenues-. I'd like to propose 

that the Commission direct its staff' during this time to work 

on a study -- there is no such proposal before tlte Legislatur 

bttt I would hope there would be one ....... that there be an i.ntar m 

study on turn.ing over tidelands to local jurisdictions ; and ,. 

that the s ta.ff work on the Lands Co1mnission 's posi t.:ton to ,, 

present ~to such an interim. study., Whether thi.s can' be done 
' ' 

in th.is session ,..,. ... lt is pretty clear r,;,:a.ny of these" are goin , 

to bog down in the rest of the session a.nd s~ch a s tt"dy would 

give us a chance to study thes~ carDfully. 

Looking over the list, I .. was surprised to see the 

policies 11 .. sted under some of those propo$ed grants,, 
I 

l I ~~~~~~,;f,,l\~~ ... "'4.~~Jl-itirill1ll-h01 -1iliff#-''-' -t,l!*"d ............... 11 ... """-· ol!IJ_>,_' ................. olMfttie_llM•-ft"j _, .. _.,.. ....... ~11 ... •-'riolk-O ____ ,, ....... '!-' •,.,..iJ 
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l · GOV" .A~WER.SON: Are they bf:ing handl~d alt;qget1ler 
2 by the same c.omm.ittee? 

' 
3 MR~ CrJAMPION: ·· Unfortunat:eALy not; they are all over 

·: 

: 4 the lanp.scape. 

6 MR. l!ORTIG~. ,Generally this is true~ Generally, 

e they·-go to the $'.en;ate GitE"', but i~t the Assembly they are apt 

7 to pop up anywhere. 

8 MR$ CHAMPION: I d6n 1 t think this can be establishe 

9 at this time; but those that are deferred, we ought to get to 

10 work on a policy~ 

11 

12 

GOV •. ANDERSON: How rnan.y are we .calking about? 
-

MR. HORTIG: I think fifteen"' 

+s GOV., . .ANDERSON: Fifte~n diffeJ;ent communities with 

14 different proposals? 

15 MR,. HORTIG: Some of them are rather far ... reaching -
' 

is· as, for example, all the tide and subme~$ed lands in.eluding 

17 all the State Lands Commission existing leases in an entire 

18 county, a county with an extensive waterfrC)nti< 

56 

MR.~ CHAMPION: Then\>we have this other proposal tha1 

20 they take o\~er one pei: cent of all revenues from tidelands an 

21 use them fo:r '.l;'eally not a very fixed purpose -- a kind of 
..... · ':"";.";: , r-· 

''~-' . 

22 open purpose; f/o 1 in effect, :t t is an opel;l appropriation to 

23 be used· alA'toe;:t at the ,discretion 6f the cotmn.l.inity ...... even 

24 though this is be:tng handle4 thrqugh the State~ which is bad 

budge ting so fa:t" as I am ccnc~rnecl . ., 

MR,. SIERO'l'Y: Mr;IJ Chairman does·n t t this also arfect 

I 

I 

I 
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the Beaches and Parks program throughout the State? Would we u 

want te>.includ(:) them on the study? 
/ ~· ) 

MR. CRANSTON: That gets to allocation by the State 

itself of the revenue, which is·certainlya legal question. 
. :\ /) . 

MR. HORTIG: Additi-onally, as to 1the. availability 

of the lands. f0r recreational use under the jurisdiction of 

the· State Division of Beaches and Pa·rks as against local auth 

ority after a grant:lt 
' MR;j, CRANSTON: Do you want to concur\ that there be 

a general stud)T. -- staff study of a Commission policy? I 
'• 

11 think that can. be our decision.without a form.al motiotl,. 

12 Do we have a supplemf;?ntal :Ltem? 

.13 

14 

15 

16 

17' 

18 

19 

MR" HORTIG,,~ .. Yes, a supplemental item on page 55 

of your agenda, gen.tlemen;. and, as pointed out, the United 

States had ... .... in an area which was currently under leas~ or , 
,1 

I , , 

had been under lease from the, ·state, wi.th the lease expiring 
' \l • 1) 

jC ~, 

June 30, .1962 ~-·'an.area which had be~n designated as a camp,. 

which has been upgraded to a fort, a. permane11t facility~ 
' ., 

The Army Engineers, as 'real est\ite agent for the · 
. ) 

Army, would desire tn obtain fee title to th\! said lands in 20. \) 

the ar~a th:t:ough the negotiation of an exchange thrQUgh ·the 

22 · 'Department of !Tlt~~i.0111~ Bureau of ,~ar~d Mana~.i~·ep.t. This$' as 
' . . ... . ' '.> \,, .. ) ' 

., 

. 21 

. 23 the Commission is a.ware~ i~ a time-consuming_ ·l,t'"~;\~ss ·. a.~d in 

24 the intet'iin an oifer· has· :been·, made fo~ the pa.ymeilt for· the 

26 fiscal. year:~ of a l."'ental of $:J..;; 120 - ... which is,., based upon 

2~ 

.. f 

actual appr(3.ised vali.1e, as against the p:tior re11tal ~efh.:fa.\h had 

,.,. .. :. ~)"'' 

' \ 

.. , 
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1 been determined in 195.l undet" thlan existing appraised values 

2 and rental schedules of the Comrn:tssion ~t only thirteen hundr d 

3 dollars ,IQ 

4 1 Additionally; we have underway a. :i:e...,appraisal becau ... e 

5 of the rapid appreciat:i.on of values in the -area, which would 

6 be applicable to future lease rentals during the period of t• e 

,, ti 7 these, e:>cchange negotiations are· being consunnnated; and it is 

8 

9 

,>._···· .. 
t) ' ,· 

10 

I 11 

12 
,(,:;-'' 

13 

14 
': ···' 

15 

the opinion of the staff that the offer r.>f $21, 120 for the, 1, 

l.ease rental for the year should be accepted, because it 

appears fair and equitable, and ne:x:t year we will be back to 

the Commission with discussion for rental rates t(Y be applic­

able during that year and ensuing yea.rs until such time as 

the negot~t~'.~ion for exchange of lands .could be. constii~~ltnated .. 
, i ' 

GOV~- ANDERSON: , How long would this take? Wouldn't 

it be to our advantage to make this transfer? 

~ ' ~· ·. 16 MR"' HORTIG: This transfer isn't under. oux- cot~trol 

as faras time is concerned, Governor. It depends upon the 

Bureau of J .. and Management of the Department of Interior and 

how fast the U. S. Army Engineers can convince1 the Bureau .. 

Thf; normal exchange transaction or liett s:~lection .transaction 

r 
17 

18 

19 

2~ 

21 

22 

'i!>~ :Z3 

, on whatever a.pplt.cation b.efore th~ Commission now takes an 

av~rage of th:tr\ty days c1f processing in State Lano.~s Divisio~~4 
\. '\ • ;-:/' ' ". ' ) . 1\,.--

and State Land·s Coml.nis$ion -- ~ossibly not in excess of fo-rty 
. - ~ 

. 24· .. five days before it :i.s in Washiu.~ton, ·D~Ci!i;; and it is then· 

25 

26 

,"' o fr~~~:t~~-$ !ll~.M tli'Q • 
. 0 iJ .. 

·?~~~:".~ .. f\,, ·- h 

pro¢esse.d in Washingt04."l in an: ave.rage now o.f five to six 

GOV o\ ANDERSON: I am in favor of it~. 

ye.er~.~ 

,,_.,.,.....,.- 1r/i:'1H•••• u••. )IJ -JS '1•-·"""''·1..,..,_.1,·;-•-·-, .....,,,_, _...,.. . ._~---···-·•-• _, ....,A..,··•~'·~:u4~ · ··~·-,.....-· _ _, .• .._.., ...., .• __....,._...,___...,.. ·-·""'"'------.iJ 
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.------------MR-.~_-*~C-HAMP--·.-_--1_0_N~:·~·--·~~S-e-c-on--;,-. -----·---~-------------~------11 

MR. CRANSTON:. Approval moved, seconded, made 

unanimously. 

.GOV', ANDERSON·; I'd like to see us do it as fast as 

we could, so that we get something in exchange that is worth 

whilei. 

MR. CRANSTON: I believe we are ready for the final 

item, whlch is 14 -- Reconfi:rma.tion of date,, time and place 

9. of the next Commiss:f.on meeting -·- Thursday, Ju'd.a 27, 1958 

10 at 10~00 a..~m. in Los Angeles ... There being no further 

11 business we1
• now stand adj our11ed~ 

. 12 
ADJ0~1ED 11:25 a.,m. 
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