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SACRAMENTO, CALIFORNIA 
December 20, 1963 

~R1;ICIPANTS: I 

6 . 

I 
THE COMMISSION: 

7 -
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Hon~ Glenn M.. Anderson, LieutetDant Governor 

Hon. Alan Cranston .. Cora.troll.er 

Mr... F,,, J.. Hortig, Executive Officer 

r~ir. Howard S,, GoldinJ Assistant Attori;\ey General 

APPEARANCES: 
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Mr .. John C., Spence, Jr., Assistat1t Attorney, 
City of Long Bea(!h 
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Mr. W. A .. Smii;h Assistant Chief Petroleum Engineer, 
Long Beach Harbor Department 
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Call to order 

Confirmation of minutes 
S)~,ptember 30, 1963 ... 

'-{, 
',' 

3 PE&~ITS, EASEMENTS, RIGHTS-
OF1WAY, FEE . · 

\' 

(a) Devartmen,t of the Navy 
Off.41 of tlaval Research 

4 PERMITS, EASEMENTS, LEASES, 
RIGHTS-OF-WAY, FEE 

(a} R.. W. Cypher 

(b) John F~ Dillon and 
C. C. T~"1inE:'.lle 

(c) Richfield Oil Corp. 

(d) Richfield Oil Cot'p" 

_,(e) Signal .Oil & Gas Co. 

(£) Standard bi:L Co.of Cal. 

GEOPRYSICAI.1 EXPLORATION 
PERMITS 
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16 
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13 

24 
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Adoption of fQrm oi; pennit 21 

(a) Humble Oil &"Re+:ining 

{b) Shell Oil Company 
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Adopti.on of royalty schedule 
San Ft~ancisc.o Bay area comp.. 18 
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(a) Resciss:l1,n of·· autho .i.z. 20 28 
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(a) Wharf At7·ea F~amp, Berth 
4 ,_, 5, 2nd phase . 

(b) Water Litte Rec.~)::.tnec ti on 
to Piet'2, second phase 

) . ' . " 
. · (c) Property Purchasr~ ... Area 

7, Lot 20, Tract 1960~ 
second phase · 

8 Authorization to approve Dey 
Gas Sales Contract ... Signal 
Oil & Gas and City of Long 
Beach on gas from Oil & Gas 
Leas es 3 92, PRC 163, PRC 42.5, 
PRC 426, Huntington Beach 

9 Se.lectien of vncant Federal 
Land San Berna·~dino County 
(applic.James E4 Paschall) 

10 .EX'chang~ applicati,on.. of 

3 30 7 

1 32 7 

4 7 

25 36 8 

15 37 12 
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:::Pf Imperial · 10 38 13 -Defe .red1 

11 Authorization of 1t1odiflcation 
St~ te 1 s % under R:to Vi1s ta. 
Ratable ... Talc.ing Plan,, R.i.o Vista 
Gas Field, Std.Oil, Es~sement 
415 .. l 

1· 

Yl2 Proposed Budget .... State Lands 
Division 1964 ... 65 fiscal yr. 

13 Service Agreement with Cres."" 
cent City Harbor Distt-ict 

. Chapt1er 1510/6.3 . 

14 Proposed Oil and Gas Lease, 
Parcel 17., Orange County 
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1 '·, . i ' * 
Ml. C&MPION; l wil.l· call the meeting to order.. .~ 

' 
2 Controller Cranston ts delayed on a plane flight from tong 

·~ 

'i 
3 Beach &Qd I think wili be with us s~. We had. intended t"1 I 
4.1 take ..ip the Long Bea~h matter first, which \Vas 0\\ the SllPP~ 
5 ,'tllental agenda; bUt until he arrives, I think we Will. dela:t I 
a that .and go through. the regular ~genda, and we will.take the I 
7 Long Beack.'ll matter up on bis arri"Va.lc 

8 First item on the agenda is confi.rmation of the 

9 minutes of Sept~ber 30, 1963., 

10 GOV e AN'DDSQ1N: So i0ovee 

11 MR,4 OJIAHPION: Stand approved,,. Second: Permits~ 

12 ea$ements •d rights•of•way to be granted to pub: ',c and 

13 othex• agencies at no fee, puraua\it to stat\lte: 
I 

14 Department ~f the Mavy, Office.of Naval Resaarch ....... 

15 Permit to conduct underwater expe'rim~ll,ts using explosives, 

16 Mono Lake, Mono County, peratit to exy~ire on Dec:ember 31;: 196 * 

lw7 GOVtf AN:OERSONz We gave. tluam piendssion on th.at 

18 last year for the same thing, didn*t wei· 

19 

20 1· 

21 

22 

23 

24 

25 

20 

that? 

MR. 1101.TIG: For the same geta,eral type of operatio 

GOV~. t\NDERSON: Did we have any repercussions on 

Ma, HORTIG: No, sir 111 

./GOV~ ANDERSON: l!!veryt.hing was all right?' 

MR. KORTIG !. Yes, sir• 

GOV!it ANDERSON: l move it. 

Ma .. CHAMPION; Second, stauds approved. 

~~"""'''"'""_'"'_ ........ ,, _____ , -·-,,...,·------···-··-,,,_-... _.. ___ _.q • ..._,........,_..__,,,__ ________ _ 
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l. Permits 21 easemeuts,. leases,. and rigbts•of-way· 

. 2 L i•siied pursuan~.i to stattt~es and establi.shed rental policies 

3 of the Cammtssd,.on: 

6 ·· . thermal steam, all minerals other than oil and ga$, and 

a mineral waters,.at standatd royalty ra.tet>, on. eighty acres 

7 submerged 1~~ds, Imperial County, sold and patented to 

8 Imperial Irrigation District., 

9· John Fo J)i'\.llon and c~ c. Trunelle -- Ten ... year lease 

l O Lot 1, Fish Canyon Cabin.. Site,; Lo$ Angeles County; annual 

11. i rental, $65 $ 

12 Ri~h,field ~:il Corporation ...... Deferment o.f drilling 

13 requirenu;;~nts~ State Oil and Gas Leases P.R~c-. 308\tl and P.R,,.C 

l/J: 
, 

.151 
1)6· I 

17 

309~1, Coal Oil Point, S~ta B.&rbara County~ t!".~0\lf;h ,April 30. 

1964~ Addit:i1onal time -n~eded to complete the draftina of 

proposed unit ·a1f5reelll.enc~ 

Richfield Oil Corporation -· llieferment of d~illing 

.· • 18 requirements~· State Oil and Gas Lease p··\i;R.,c. 1·466~ l, R.ineott 

19 Oil Field,, Ventura County, through June 30~ 1964. Cur:rent 

20 development appears to· provide adequate drainage of producing 

21 strucf;:Ures; however studies for fu:r.ther development a.re 

22 con.tinuing. 

25 Signal Oil and. Gas Company·~- Issu4nce of new lea$e 

24 in exchange for Sttl;te Oil and Gas tease :e ... a.c.~ 129 .. l, Elwoo·d 

25 b .. i.eld, Santa BArba:a;·a County, for • teJ:rA o.f five years:; -at 

26 same x·oyalty a.tld up1on same terms and condition$ as tease 

~~It' 129 .• 1.~ .. 
, ...... ~---. •! • I '.•" '! I ... -~--..-....ks·---·----· l"tt-..: ____ ........,. 
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~tan~d Oil <;empany ~f ~alifOrtlli.a ,._~Issuance of j 
!ieW lease in exchange for Gas Lease Agreement fo.,.... Easement · 

,.. 

No. 4lS.l, Rio Vi$ta Gas Field, Contra Cost~:. Sacrament;~, : 
.4 S4n ·Joaquin., and.Solano counties, fo?." a t($rtu'of five years, 

5 at same royalty and upo~ same· terms and conditi~ns as 

6 a.green.tent for Easement 415.1~ 

7 

a 

9 

GOV. ANDERSON: I move them.. 

MR., CHAMPION: Second, and apprqved. 

Geophysical- exploration permits on tide and sub· 

10 merged lands of the State of California., Adoption of form o 

11. geophyetical exploration permit:, clarifying tb.e statem.~nt of 

12 permit conditions by citing the precise lanp~ge of the 

13 st.atute~ said form to be u.tilizeu in the issuance of .any new 
,, 

14· pejt'llli t and for the extensi\?~ of existing permits: 

15 Bumble Oil and Refining Company ..... Geophysical 

16 · ~?lorat~.on pertrlt for six-month period from Febmary 1, 196 · 

17 

18 

19 

20 

t?:1rougb July 31~ 1964; Mendocino, Sonana, Marin, San Francis 

San Mateo, Santa Cruz, Maote:rey, San Luis Obispo, Santa Ba.t!""' 

bara, Vent\1ra, Los AngE!les, Oz:ange, and San Diego countieQ. 

Shell Oil Comp.m.v - - Geophysical exploration permi ~ 
21 fOt' period December 19, 1963 through June 19, 1964, on tide 

22 and submerged lands of Sacrarttento River and· Suisun Bay (in· 

23 eluding Grizzly and Honker B&ya), Montezuma Slough, Middle 

24 Slough, and other adjat~ent bays, slougbs~ and rivers, in the 

25 counties of N~pa, Cofttra Costa.1 Sacramento, $Qn Joaquin, and 

2a Solano., 

; ' 

' 
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OOV1> ANDilSON: .Have we had any c~l~int from any· 

of those counties ...... any protests! 

MR. 'HORTIG: No, sir .. 

GOV-. ANDERSON: Either in (a) or (b)? 

MR. HORTIG: In both of the.~ituations, all affecte 

co\lnties and cities b.a.ve been notifi~d. There have been no 

letters of protests. There ha,re been. a mittor1.;ty of acknow

ledgments of the notice'-, and all of the acknowledgments ba.11e 

lieen on the basis that there is no objection to the conduct, 

of the operation* 

GOV. ANDERSON: I move it(> 

MR.• CHAMPION: Second.. Is there any comment? 

(No response) Stand approved,. Does this meet the problem 
" 

that we have had in tlle last couple of me·etings "ith Shellas' 

operation.tr -- this adoption of forua of pel;T:l:i.t? 

MR(I HOR.TIC: No, sir. The problem i.s still a nu1t• 

te:t of discussion with Sb.ell Oil Company under existing 

permits which are up for r~~ewai. 

MR,. CHAMPIO']: Mi:neral extra.c ti on leases, Sa111 
I 

' i 

' 

F;tanctsco Bay and similar areas: Adoption of riv.yalty schedu e 

applicable to mineral extraction leases in the $an Francisco 

Bay area complex, pi:ovidin:g for an escalation factor of fiv\~l' 

per cent ~er yeair, leases in· such ares.s to be issued for a 

term of five years with a rteferential :tight in the lessee to 

:renew for succes Si ve periods of five yr:ars each. 

In that prefei:ential right, is there any guarantee 

; : 
.J~:..._-,.,....:._._..:.._._ _______ d,_~---~··~··~--'-H-'••"-l"'"-'••••-'-'' ,..;.._, __ ,,,CM_,_ .. .....:.___.. .~~·~· -~' O> ,;, ... _........_~ ..... ..:..:.~-~~~ 
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19 

20 
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of a' limitation te ·ittct·ease --- any increase, say, of the 

five. per cent per year? 

Miter HOiTIG: No~ i1ir; that i$ open .• 

Ml.~ CHAMPION: That is open? 

MR .. HOilTIG: T<:& be deteimined by th~ Commission at· 

the ·time of renew.ale 

MR. CBAMJ?ION: Rescission ·.of June 21, 1963, authori 

zatioA to offer a parcel of submerged land in Suisun B~y, 

Contra Costa. and Solano eounities,, for mine-.ta1 extraction leas 

end authorization for Executive Officer to re·offer for lease 

f,or r;he extraction of sand at a. mini'iUUitt royalty of eight cent.' 
' ; 

p•ar cubic yar' an area. of 126 .• 33 acres of subne~ged lands in 

St1,isun Bay, royal't.Y to be pai~l to be in acc9rdance with · 

scb~~dule approved in preceding: item (pursuant to application 

of Harry Crone 'fbemsen) . .-

Autbot:ization fo:t Ex•~cutive Officer to offer for 

lta~se, fot the extt·action of sited, au area of 905.423 acres 

of,subme'tged land in San i'r~cisco Bay, Marin County, roy:~lty 

to 'be paid (eight cents~ p.e~ oubic yard) tQ be in accordance 

witll schedule approved in Calen,lat: Item 18 of this agenda 

(pu1:suant to application of . United Sand and Gravel Company.i)., 

GOV. ANDERSON: Have there been any protests'. to 

(a) arid (b) 1 

Mlli\71 KO&TlG: N-P~ sir, because they hav~n•t been 

offered. 'th~.se are *AUthori~ati.on~' to offer for competitive 

pu.blic bidding anu 4 t tba til'O.e of receipt of bid and. 

'~~.lwi ..w1.i.a/'.....;,.....;·-·4,..__,..,~.....,A''-t"'-""""'-111t ...... , .......... .._. _________ itd.· w•••i, ~- 1b 1 
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l considering whether lease should be awarded w®ld be the tiin 

2 that protests would· be received~ if any are to be rece:ived.1--

3 GOV, ANDERSON: Ne_ither of these it.em$ have been 

4 discussed with the counties and they would know nothing of 

Q these? 

s MR., HORTIG: No, ~iir. There have been generaf
1 

7 discussi/>ns about this type of operations, but these specifi 

8 operations have not been discussed~ 

9 MR"' CHAMPION: Does this open up any unusual ~reas 

10 or new pol.icies with respect to obtaining minerals from 

11 San Francisco Bay1 

12 MR~ HORTlG: No~ si~. ~his is a continuation of 

13 the policy and program under existing statute$ which the 

14 Commission has been following •. 

15 MR~ CHAMPION: But it does not open a new area! 

16 MR .. HORTlG: No,, sir ..... in the sense that the~~ are 

17 in San Francisco Ba.ye 

18 MR. CHAMPION: No, I mean a ttG-t pa.rt of the Bay • 

19 MR.fl> HORTIG: Generally speaking,, no4' These opera• 

20 tions are surrounded by other pre-existing removal operation , 
\ 

21 1 geographically. 

22 M.11'$ C&AMPlON! So ~bey iii no way jeopardize the 

25 cu11rent re~examination o:f poliei~J3 on operations in the Bay? 

· 24 MR..,. HOR.TlG: No, sir ....... just in the order of degre • 

25 GOVt ANDERSON: 1•11 move it. 

26 Mn nttAMb1f\'f.."t:. &'U.'\.llt ,..,~'+' . ____ ,..,, . .,. Secondir stand approved. 



1 

2 Chapter 29, :1956,. First: Extraordinary Session: 

.3 Whar-f Area. Ramp, Berth 4.to Berth 5, second phase: 

'Proposed subproj ~t. expe}ldi ture fram December 19, 1963 ta 
. __.' ''! ., 

termination of $4,000~ with 100% estimated as subs.idea~e cost • 

Water Line Recomiection to lfier 2 -- Second phase .• 

E<1timated subproject expendi.ture from Decembet;~. 19i 1963 to 
,,· 

termination, of $17,000, with $10,200 (69%) estimated as 

subsidence costs. 

Property P~rchase -~~ Area 7, Lot 20:ri Tract l.960, 

second phasee. Estimated :subp·x:.\oj ect expenditure fJ:om December 

19, 1963 to termination of $3,000, with $1,890 (63~') e ... ~~d.mate 

as subsidence costs. 

GOV. ANDERSON: Who makes ·the estimation of t1~e sub 

sidence costs? Is that the City of Long Beach or what'l 

I 

MRtw HORTIG: This is submitted by the engineering 

section of the Long Beach Harbor Commlssion in connection wit1 

these three projects, which are reviewed by the engineerj.ng 

staff of the Commission. The final control, Govet'1l.or, is '""-

as stated in the specific resolution for each item: 

that the amounts, if any, of each of the items to be allowed·, 

ultimately as subsidence co$!ts. ~ .. will be dete:t'"mined by the 

Commission upon an engineering review and final audit subse

quent to the time when the work ·under any of these items is 

completed .. " They are subject to final engineering and audi..t 
... review. 

,, 
. -~~-- .......... ,...__, . . ~ u..1._._,~ ..... ~·._ .. ~ .. ............:. ........ -.-.. ....... _.l. .... _~..c...._, ... __ . ""- '· '~. 
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3< 

GOV •. ~DERf)ON: By our staff? 

MR. HORTIG: By the Commission staff; yes, sir,. 

MR.,, CHAMPION: But we do, in the process of fixing. 

8 

4 these percentages~ review thes~? 
5 

6 

MR. HORTIG: We do review them to see that: they a.re 

r.easonable and the C~ty cannot expend these funds without 

7 prior approval of the Commission. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

GOV ... A?Jn~tRSON;. I '11 move it. 

MR~ CHAMPION: Second, stands approved. 

Auth..ori.zation for Executive Officer to approve the 

Dry Gas Sales Contra.ct of May l, 1963, between Signal Oil and 

Gas Company and the City of Long Beach, as a basis fo~ sale 

and delivery by Signal of all dry gas marketed from Oil and 

Gas Leases 392., P.R.C. 163, P,.~Cc1 425, a.nQi P.R.Clll! 426s 

Huntington Beacbe 

GOV11o ANDERSON: Will you explain this just a little 

17 bit'? 

lB MR" HORTIG: Yes, sir-. Signal Oil and Gas Company 

l.9 is a lessee of the State Lands Commission on the enumerated 

20 four tideland leases at Huntington Beach. From these oil and 

21 gas leases they al.so produc~ concurrently with the oil, gas 

22 for which they now have a sales contract with the City of Lon 

23 Beach """" the City of Long Beach utilizing this purchased gas 

24 for their distribution facilities in the munici.pal gas depart· 

25 ment .. Under all these. oil and gas leases, if the lessee 

26 desires to dispose of the products for money, rather than 

'----------~----·------"------~---------------------~----------. .-. 



II ,, 

.--·..-.~....---~.----.. -----·-.~~'~1----~--------~~--------...--------~-----i:-. \• 

l delivering the Sta.\~e'' s royalty share in kind -· which i.s 

2 the n0tt4nal election· att-d to date it· has almost· been the 

3 

4 

L-1 ' I~ ' 

universal preference to receive the royalty share in money ....... 
ii 

Ji 
then sales cont:tacts for dispo.siti.on c£ the products must be 

6 approved by the Commission, in orde:e to determine that the 
\\ 

pr.~_c}es at which these are marketed represent an equi.t:able 

7 basis, pursuant to requirement under the leases .. 

8 Pursuant to this, Signal has submitted the sal~s 

9 contract for app~-oval, proposing to sell to the City of Long 

10 Beach unde:r standard terms and conditions and conformance 

11 with all other \)perations in the Huntington 3each Field; and 

12 it is recommend.ed that the Commission approve these contracts 

13 as, the basis for the calculation of the State 1 s. rqya1ty in 

14 each field., 

15 MR.a CHAMPION: In ?ther words, by "standard terms 

16 and conditions, 0 you mean the prices for other gas sold in 

17 , the Huntingtort Beaeb area'l 

18 

19 

20 

MR111 HORTIQ: Actually somewhat higher~ 

MR. CHAMPION: Higher qual:I. ty? 

MR. RORTIG: No, but the other element that goes 

2l into it is the matt:er of being able to guarantee a particulat 

22 volume o·f gas to a gas d.epa.rtment ...... which comm.ands a premiu • 

23 Gov .• ANDERSON: Now, this is a five-year or less 

24 than five year contt'act. Did the City of Long Beach handle 

25 this without ou~ approval prior to this time, or did we go 

26 Lnto the preparation2 
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MR. HOR'.tIG: The sales contract i.s not between t~ie 

St.ate ... · - the cont~act is actually at arms length and for 

3 · i;oyalt:y purposes betw~en the State's lessee and the State 1..t 

4 must be approved by the Commission~ 

6 GOV<lt ANDERSON: Who drew up the contract? 

a MR~ HOR.T!G: The City of Long Beach and the City 

7 Gas Department~ 

s GOV. ANDERSON: So the State doesn't get: into this 

9 until it comes up for approval? 

MR. HORTIG: Yes, sir. 

10 

10 

ll GOV . .- Mm1ERSON: This was brought out in the hearing 

12 the other day, so I sort of got the feeling that we only get 

13' into a last-minute approvaleo l wonder· if we shouldn't have a 

14 little more to say ..... not just on this contract, but contract . 

15 in general. 

16 MR& HORTIG: Govern.or, from the standpoint of our 

17 administrative difficulties t couldn ° t agr.ee with you; more. 

18 Our problem is that this is the way the prese:'\\t sta~tes and 

19 contra.: ts. have been drawn. 

20 GOV" ANDERSON: We haven~ t recamm~nded any change? 

21 MR~ HORTIG: Jfo, 'but tbis will be the subject of 

22 study -- first, with resp~ct to Long Beach particularly,. 

23 MR~ CHAMPION; Let 3 s not ... .... We have two very, vet' 

24 different situations here when we have. an intere&t in what 

25 Long Beach does when it is contl!'acting out to an operator "" ... 

2a and we have been. working st-.eadily in that fi.eld to tty to ge 
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2 

3 

4 

ll 

bilatetal agreeme11ts - • · .;f..nd 'this situation., Where we a~ .. ·. ·, oper: 

a.ting under geru~r4al, State law. with a lessee, who pays us a 

~oyalty on the· th'iug. We have a much di ffe:rent. relati0tisnip : 

with him. in terms of how he disposes of dry gas and -Oil,. lie . 

5 Pfl,YS us1) in effe«:~t, not as an initial contractor in the dry ·· : .. 

6 

7 

8 

9 

10 

11 

12 

gas area., but as :f~ar as royalty is ccrllcerned. Therefore., he . 

can do what he wishes. with that gas~. We don't have the 

special relationship wit;h tjhem that l,ong Beach has, though 
., }' 

we do have a relation$hip on the dry gas contract:. 

Ma~ HORTIG: We do have some control relationship 

with respect to oil in the lease analogous tQ this .. 

MR. CHAMPION: We would ~ot have apprQva.J. for this 

13 kind of sales contract on the sal~ f;f oil from. a" lessee to 
\\ 

18 MR .• CHAMPION: We must be paid according to that 

19 price criteria, but they can sell at aliLY price they wish? 

20 MR.a. HORTlG: At more or less, ye'.!';. 

21 Gov~ ANDERSON: I'll move it. 

22 

23 

Milo CHAMPlON! Second. 

Gov. ANDERSON: I would like to have the staff 

24 prepare, for whatevu may be coming up in the spe~ial sessio , 

25 something along this line ~- that our staff does get into th 

26 drawing of these contracts at a;;much earlier stage, so that ___________ ......_....._, __ ( ___ --:--________ ..._... _____ _. 

J 
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11 
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13 

14 

15 
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ie 

17 

• 18 

19 

20 

21 

22 

23 

24 

26 

26 

12 

we are not just approving s~~ething soinebody elSt:L has given 

to us, and as a result we a-t~n't too aware of many of the 

things that are invQlved in the contract, until it cow.es to us 

It i$ my feeling we should be ~, little'' mpre. in the initiating~ 

stages of a contract of this or any other type. Maybe t am 

wrong~ 

MR. CHAMPION: · I would a.gre·ie with you, Governor, 

particularly not as to this situation so mueh but the situa .. 

tion we have before us of our operations under statutes under 

which we have.Long Beach -- Chapter 29, particularly if we 

are going to be involved in .increasing pereentage of State 

participat:l.on~ I think that there are some things that by 

, bilateral agreement we have been rea.cb.ing ~cc.ord on in 

arriving at ~on:tracts; but as our percentage inct"eas~s, p13e ... 

suming it does incraa$e, tb.e State,willmore and more need to 

take the lead oxi play a closer role in the course of contract 

and operation of the field. So I qui'4..e agt'ee with the in~ 

structi10n of the staff that we should have formulf.ted a 

policy on what we tJUgb.t to be able to do if that law is 

reviewed in the budget session of the Legislature. 

Selection .of vacant Fedetal la-q.d itt San Bernardino 

County, for the benefit of the State, under lieu land appli

cation where applicant decided that he did not wish to proce 

with acquisition o.f the land: 40.08 act:es pursuant to the 

application of Jam~s Edward Paschall-

GOViii ANDEltSON: 1 1ll mo·ve it~ 
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13 

MR. CHAMPION: Second, stands approved ... 

MR. HORTIG: Mr. Chairman, rd.th respect to the 

next item, 10, the participants :itt the application for the· 

4 · matter. be~ore . the Commission, Delbert J 6 Sargent and Co\in.ty 
i :) 

6 of Impet.a.;~l) have. both requested a deferment of consideratio 

e 

7 

8 

of the itetn to at leas"r, the n.ext U:'e.eting of the CoJIMllission. 

MR. CHAMPION: · that is agreeabl~? 

Gov .• ANDER$0Ni Fine -- so r.nove, if you need a 

9 motion. 

10 

11 

12 

MR.~ CHAMPION:, Fine, se~ond~ Item 10 will be 

deferred to the next meeting of the Commission. 

Authorization for Executive Officer to approve 

13 modification of State 8s participating percentage undet' Rio 

14 Vista Ra,table•'raking Plan for the Rio Vista Gas Field, sub-

15 mitted by Standard Oil Company of c·alifornia, lessee under 

16 agreemetJ.t for Easement 415~1. 

17 I don •t. think ti1.at ql.lite says it on it.$ face • 

.• · 18 Would yo\l explai.n it, Mr~ Ho:=tig? 

~, 19 · MRffl HOR~IG: Yes, sir. Pursuant to the e>tisting 

20 gas production contract. beld by Standard Oil Company of Cali 

21 fornia, which was lssue,~ pursuant to cQUpetitive public 

22 bidding for pr~idttction,, of gas from under the Sacramento" Rive 

23 area, the State's participation in the pt'oduction from the 

24 

25 

entire field ie made the subject oif annt1al or periodic 'tltodi~ 

fic.ations depending upon the development within the field; 

. I 

I 

~J 
l 
I 

. l 

I 

l 
I 

' l 
I 

26 and the pereentaige participation by the State in gas on whic 



~·.·.-.~ ..... ·" ., Al 
,· '-'"' 

() 

·.' ·,1 

o.Q. 
' 

·; ';' 

l t'oyalty is paid is subJect to engineering and economic reria'i 

2 . and approval by the ··comm.ia.sion, as one. of the. contxacting 

3 parties. l'.9 this item, the ·staff is recomm~nding ~\at the 

4 schedule which is attached,. whi<;h follows on page 40 of ytta ·1 ., 
' ' ·, 

5 

6 

7 

8 

9 

10 

agenda item ... ... which proVides fot' -minor :revisions. in three J&f~J 
i2 
',t 

the four pro~ucing zones in the ltio Vista Field in which·~ ;1 
i 

are pa:tticipati11g and,sp4~cifi~ally,a small increase in par·Zi~"" 
:1. 
:'.! 

pa'tion in the west Emigh pool and a small decrease in the ~i . a 
' i West Hamilton and E;a.st Midland pools ...... be approvefl, becau.$~ f 

they have been found to b,e tecb..uically correct asi,. presented 

11 by our lessee. This is an annual event with the Lands c~s · 
12 sion under this contract because the'te is new development in : 

13 

14 

t:be Rio Vista Field. The contract provides for this when the; 

productive limits a:t:e changed substantially by reason of 

16 further development or by ~ea.son of an annual review .. 

16 MR..CHAMPION: Actually, we have had it more 

17 . frequently than annually~ 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Mll~ HORTIG: Because there have been cha.nges in the 

production liltlits of the fi~ld during an annual period .• 

GOVo ANDERSON: 1'111 move it, 

MRo CHAMPION: Second, stands approved. 

We are in th~ poeit:ion of not being able to get a 

majority vot:~ for the budget~ because I ~ill not vote for it,· 
.ft .,. 

so we will have to pass tba t i tern. ·· 

Authorization for Executive Officer to execute a 

service agreernent with Crescent City Harbor .District for 
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16 
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17 

18 

19 

20 

,' IJ 21 

22 
:!< 

•) 

23 

24 

25 
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$ur~eying servic~s to be rendered under the provisions of 

Chapter 151p/63 1 payment to th~ ,Stat~e to be the ·Comndssion•s 

a.c.tual costs,.ri.ot to e~ceed $7,200. 

GOV;b .ANDERSON; I'll move it. 
·' 

M\t~ CHAMPION:. Second, stand.$ approved. 

Proposed Oil and Gas Lease, 3.420 acres tide and 

sub~rged lands in Orange County ...... Parcel 17 ilt 

Mr. Hortig? 

MR. UOll'rIG: As the map f$:llowing your agenda page 
" 1/ 

46 indicates, the Commission has previously authorize.a and 

they are currently advertising 16-A immediately adjoining 

the existing lease to Humble, which is the site of the 

Monterey Islan-d off Seal Be4Ches> 

The :recommendation is that Fa.reel 17-t the nut 

parcel to Parcel 16, may be authorized for bid ...... pursuant to 

the sequential bidding policy of the Commi.ssion~ 

GOV4 ANDER.SON: I move it, 

MR .. CHA.Ml.'ION: · Second, stands appx·oved. 

Confirutation of transactions consummated by the 

Executive Of~ieer pursuant to ~uthority confixnu~d by the 

cOmmission at its meeting Qrt October 5'$ 19591\'> 

MR~ HORTIG: These items conaisted solely of ex ... 

te11sions for standard pe~iod$ of time of th~~e e:xisting 

geological $Urvey permits prenously authorized by the 

Commission. 

GOV~ ANOE!!.SON: l move it. 

-' r 
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* __________ ...,.,.... ___________ _.,.. __ .,..._ __ ....., '~ 

MR. CHAMPION: Second, approved$ We have an J 

_, i~fQ:tmatl.ve x:.eport on the status qf •jor litigation9 j 
3 MR1t HOR.TlG ;· On wbich the only particular change of 

' . ' 

4 SY<~bstance on the last report to the l*iflsion is with respec 

5 to Case Numbet" S ita the United S.tates Supreme Court, United 

6 
' . 

States ve:r~us State of Califor11iia1 r~lative to the locat:f.on 

7 .of the offshore bott~daries between lands under the paramount· 
. ·' 

8 jurisdiction of the State and lands owned by the· State, for 

9 1 such purposes as minerals~ Pursuant to this, there having 

10 been action by the United States Supreme Cou·rt and in vi .. ew o 

ll the fact that this is being processed for us.by Assistant 

19. Attorney General Goldin~ perhaps the X"eport on this and the 

13 t"equiremeuts we· a.1~e going to have to meet would now be. in 

14 order. Mr~ Golditl.? 

16 

17 

18 

19 

MR-. GOLDIN: Yes~. Mr. Ho.rtig. The item is t'.elative y 

:f.tself explanatory. In March of 1963 the Federal Government· 

filed a supplemental complaint in th~ old u. s. versus Cali

fotin.ia case. The Attorney General's Office moved to dismiss 

this on the ground of mootness and bee.a.use of ·failure to 

20 prosecute~ Re~ently, the Suptem~ Court made its order per• 

21 mitting the Federal Government to file its supplemental can ... 

22 plaint and denying the State• s motion . to dismiss~ At the 

23 same time, th~ Supreme Court imposed certain. time 

24 W'e have si:ltty days from December 2, 1963 to.file a 

25 answer to the supplement41 complaint and within the same tin· 

2e we are expected to brief the eltCepi~ions filed by the Special 

•• '., ••'o 

i 
I 
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1 Master·wt~h the Suprem~ Court in 1953j which e~cept:ions have 
< ''• 

2 .not been acted upon to date. We have al1so been .afforded an ·,\• ~ t 

3 oppo~tuni ty0 to .f 11.l;-=:·~~'f d .bl:ief any addi ti~··;:;}~11l _exc~t:f .. on,$ we, 

4 ~y ca.re to present to the 'iI• s. Supr~~ Court within that 

5 · same time. period" 

8 

7 

a 

9 

10 

MR. CHAMPION: What t1Q;~ the tilne period? 

Ma, GOLDIN: Sixty da!rS from Dec.ember 4~j 1963. 

MR~ CHAMPION: Time is now running. 

MR.. GOLD Ill: It i~ running,. sir 4t 

MRe CHAMPION: Is there &nything further under 

11 litigation? 

12 MR~ HORTIG:. No ott~r substantive changes from. the 

13 last repox-t to the Comm.ission,. Mr. Chaitmano 

14 MR. CHAMP'ION: We have the next item ...... Pending 

15 studies· of tide and submerged land grants, a supplemental 

16 item... · Will you explain that'? · 

17 MR. HORTIG: lf I may f1S.'r4phrase the agenda. it~..m 

Mr. Chairman, you noted the existence of this 

I ,' 

' .. 
,.• 



resolution and directed the,/staff to prepare 	ecommended 

position, including the interests of the. State Lands Commis-

sion and the Department of Finance. Pursuant to this dire 

the staffs of the State Lands►  Division and of the State offir 

of Planning have jointly undertaken the accomplishment of 

this assignment -- inventorying the terms under which grants 

have been made and the zoning practices, how they have been 

reporting back to the State with respect to the trust asseC..#-, 

Preliminary results of the study indicate that a 

lack of continuity and a marked disparity in a linistrative 

authority relating to tide and submerged land grants has 

developed throughout the years. As one specific example, 

13 revenues obtained by virtue of the petroleum resources in- 

14 herent to the tide and submerged lands granted in trust to 

45 the Cities of Los Angeles, Long Beach, Newport Beach and 

16 Redondo Beach are distributed differently. Originally, the 

17 grant in trust relating to tide and submerged lands to these 

18 cities permitted these cities to retain one hundred per cent 

19 of the revenue 	which, as you know, has been modified, but 

20 only in the case of the City of Long Beach, to provide for 

21 payment to the State of fifty per cent of the oil revenue 

22 and one hundred per cent of the dry gas revenues; and pies

23 the Cities of Los Angeles, Newport Beach and Redondo Beach, 

24 during the years 1959 1963 produced in excess of two millio 

25 dollars of oil and gas revenues, of which no portion was 

26 shared with the State This averages out, as you can see,  

111 

orrICt or AohittitSTRATIVO IntocEoLifit, TAT or cALt FORMA 

um,' yam iCPEt 4Ptit 
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19 

il r·only five hu:dred thousand doUa:i:'.S a year, but th~e are 

2 l programs for additional development. 

' :1/~housand d:~a:~I~m; · Did I hear you say onl.Y, five hundred 

if 

5. MRo HORTIG: Compat>atively, comparing it with the 

6 

7 

8. 

9 

order of magnitude of what happe11s to Long Beach, a"?d only 

as yet with programs for expansion of this a.mount, · 

MR.,.,C~ION: ·What relationship, if any, does this 

bear to the amount of money that was granted last year by 

10 the Legislature for upkeep of beaches of this area? This 

ll would be on top of this amount of m(:'ln~y?' 

12 MR. HORTIG: Definitely and separately. Therefore, 

lZ it is suggested, in view of the recent efforts· to develop a 

14 more conslstent policy wi.th respect to conve~ranee and use of 

15 tide and submerged lands, that the Commission consider recom ... 

ltl mendations to the Legislature designed to insure a more equit· 

l 7 able di vision of re.venues derived from the· mine:tal resources 

18 of tide and submerged lands granted in tl""USt which could be 

19 incorpctated in the future recommendations of the int~rim 

20 committee ass1igned to study House Resolution 512-. 

21 The purpose of this suggestion is to determine 

22 whether the Commission wishes to instruct the staff to pu~sue 

25 this particular phase as a specific phase to be inc1t:tded ifi 

24 recoi'nmendations to the Commission and the Department: of Fi11a.n e 

25 for recommendation to the interi·m com.mi ttee studying tide 

20 and submerged land grants~ 
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MR.Ill CHAMPION: There are rea:tly two cht~ices here: 
. . ~ 

' 

One is whether to pursue it in connec.tion. with th~ possible .. ' 

opening of the consideration of the percentages in Long 

Beach; the other.is to leave it to more general consideration 

of tideland grants, on which the interim comttlittee is· due to 

repot:t· in 1965 .. 

MR. HORTIG: That i~ ~orrect, sir. It was the 

8 staff• s thought~ ir.asmuch as . the purp:ose of House Resolution 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

512 is directed to so.me chanc~ 0£ achieving uniformity on 

all tideland grants, and since Long Beach is already a J 
special case, that prc!>ably these others sho\lld be considere, , 

in conjunction with developing a unifonn policy for all tide-

land grants. It could go -either way, but it would certainly, 

in connection with tblf! specialized consideration of Long 

Beach~ bring administrative and geographical problems into 

an, a:ca of discussion that has· been sq far localized in Long 
'I 

Beach onlyc 

GOV~ ~"IDERSON: What was the initial theory in 

19 · giv:lng those areas one hundred per cent of it~ 

20 MR. HORTIG: Well, the initial theory 't\tas that the 

21 lands were being granted for administration to the local 

22 agencies for development Olf navigation and £1,shing.o The 

23 majority of these grants WE~re made in 1911 to these commu-o.i-' 

24 ties· for harbor purposes. 

25 GOV~ ANDERSON: Do they spend it for that purpose? 

26 MR,,. HORTIG: When, it was di$.c.overed:) a.s in Long 

--· ------~------.,--~~---------·· -------~-------------.--~~----------
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1 r a~a;,~ that they '.\'!ere also overla:jing oil an;l gas deposits, 

· 2 , .. - illc Marshall versus .. ) tQe State o~ Cat4fornia the Supreme. Court 
. . ,\\ . ' 

3 said that t.he State had granted the. t.1il and gas with the 

4 other land granted, but they also required that any pr<?ceeds 

5 derived from these lands would have to be restricted anJ. ex .... 

a pended for trust purpose$ only.. In fact, under the 1959 

7 statutory requirement, these municipa1:1Lties who have oil and 
. ·) . 

8 gas revenues from tidelands' must report the nature of the 

9 revenue to the State Lands Commission, to assure that there 

lo is a record that they did make such e~~penditures on tide and 

11 submerged lands far trust purposes. 

12 
'1)' 

GOV$ ANDERSON: Now$ in th.ff! case of' these· three 

i3 cities, when they spend oil revenues do we check their· 

14 expendi t\ilres? 
MR~ HOR.TIG: 

15 On the first of each year, they are required to 

16 'i::'~~ort to us what they expended and the purposes for which th y 

l 7' expended it, and we check i tio 

18 

19 

20 

21 

22 

23 

24 

26 

2a 

GOV,.. ANDERSON: And if 'We,don't agree with it, what 
_,,,r' 

happens? 

MR~ HORTIG; Then we ask the Attorney General if th 

expenditure qualified or did not. As a matter of taet, we 

are in litigation as to det~nnination of the proper handl:tng 

of a p<:)rtion of these funds with t.he City of Redondo Beach. 

It is :i.n your "tabulation of litigation. 

GOV* ANDERSON: There i$n't any prior approval? 

MR., HOR'£IG: No sir, there is not. 

/' i 
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1 MR. CHAMFION: But the grants in these cases have 

, • • I 

been identical, or the law i$." the same that requit.·es expendi-

3 ture of the money? 

4 MR"' HORTIG: They are substantially the same. Th~ 

5 purposes of a \~pecific grant may vary, but in each i·nstance 
.\'I 

6 the revenues oli~ the tidelands grant would be embraced. 

7 . G.ev~ J\NDERSON: Shouldn. 9 t there also be a legisla-

8 . tive change for ~~rich: approval of the expenditu.re! Com:i.ng in 

9 a year afte.r they spend the money is a weak thing. 

10 MR.ft HORTIG: This is correct, but practically it is 

11 again a matter in order of magnitude in a municipality that 

12 has low tidelands income. This is compa.rati vely at the momen . 

13 Newport Beach, who spent such a large amount of their municip 1 

14 funds on harbo~ development. There is no real problem with 

15 respect to determining the qualifications of their expenditur 

:: 
'" 

16 of their tideland funds as a small percentage of their budge -- ' 

17 which is happening there; but as these things grow, it becom 

18 a problem of whether or not there are extensive operati<;ns 

19 for which tideland funds are expended by a municipality ~-

20 which subsequently might be an extremely diffict1lt situation 

21 to correct., Under those circumstances, again depending upon 

22 the degree and the order of magnitude, it could be very desi ... 

23 able to have a requirentent for advance approval. 

24 MR. CHAMPION: There are a number of questions of 

25 this kind that we are now c.onsi.dering, in connection with 

26 possible legislation concurrent with the '64 budget session 
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1 i 

and the policy. que,s tions that will be involved in this survey: 

2 o.f· .. the interim committee'.) I would think we might weil schedu';'e 

3 ~ meeting, 'at wllich we would take, up what wo·uld be the Lands J 
\ 

4 Commission ts official recommendation$ to this committee and 
. ;1· 

/~ I ) t 

6 the Legislature at that t~me °""·~ sometime late~~"ii't January 

a before the. session~ would that be agreeable? 

7 GOV. ANDERSON: My only thought was that these 

8 points com e up and we tend to for~et about them. Tha t.'s 

9 why I suggest every so often the staff prepare something. 

10 Today it ts pretty clear to me there should be prior approval. 

11 A month from now:11 I might forget i.t111 

12 MR. CHAMPION: l'. agree that we should have a C,om..., 

13 prehensive plct9-'r~. In. many things we are l.ate.. There ;:.tre 
~\ 

14 many problems J~n connection "tvith these differe~t grants and 
,:.,\ 

15 many situations. I would like to suggest,, withtt11t firmly 

19 setting a meeting, right now, that the staff would. prepare a 

17 possible'agenda on that matter and then suggest a possible 

18 meeting before the Legislature. 

19 MR,. HORTIG: ~le, will do thdt. 

20 MR,. CHAMPION: After we have had a chJtnce to examin 

21 an agenda for the meeting, we will se~ whether it would be a . 
22 worthwhile enterprise. 

23 Schedule of 1964 meetings of the State Lan.ds 

24 . Comm:\ssion ...... I think we ought to wait.. Mr .. Cranston wil.l 

25 be here in five minutes, so we ought to wait on that,. 

26 GOV .. ANDERSON: I haven't had a. chance to che9k thi 

J 
l 

.J 
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l MR. HORTIG: r.rhis is a.ctually being presented to, .. th 

( 

·,, 

~. ,.,_ 
'./ ~t\ 

' ;;W' •' 

(i t~. 
' ·''• .~·.' 

2 Commission today, for consideration· by the Commissione1s and.· 
-.-: l 

3 pos·sible cletetminat:lon; at tht:! nex.t meeting as to needed chang s. 

4 !fil.. CHJ.MPION: Now, what is this item about the. 

6 salary of the E~ecu:tive .Officer? I never heard of it. As 

f . \'\ 
a Director of Finance; however, we did submit a formal request 

to everybody as to what their recommendations would be for 

salary increases. · I assume this is in response to that.;. 

'· ' 
' 

-r.;~· . 

'\, •; 

7 

a 
9 

10 

MR. H.ORTlG~ It*s a follow ... up on that, actually, 

Mr. Chairman. Under requirements of the Constitution with 

11. respect to tr.~ pay scales to be effective for any exempt 

12 

13 

14 

position, we are :informed that in the ev<.ent of a consideratio 

and recommendation by the Department of Fi'nance to the Lands 

Commission, which the, Lands Commissi.on will consider at a 

15 future date after the Personnel Board has also made its deter 

16 mination as to pay scales for civil service positions, that 

17 any deci.sion or arty approval of the Lands Commission, hopeful y . 

•. , 18 upward, could not be effective prior to the date that the 

19 Lands Commission had declared the position's salary range 

20 open for adjustment study. 

21 MR. CHAMPION: If the Conunis sion decl~u:-es the sa.la.r · 
1· 

22 open, then on a.c tion by the Depa·rtment of Finance that salary 

23 could be increased without further action? 

24 MR. HORTIG~ No, sir+ It takes further action by 
~ 

25 the Commissi.on; but even if the Commission were, as a hypo· .. 

28 thetical example, to take action at the January meeting, ut:lle s 

l~f 
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the Conunission had previously declared the salary open for 

adjustment, sQch adju·~tment could not be effective any earlie 
; 

3. tha11 the date of the Commission's resJ?l'Ution; and it is sug"" 

4 gested · here that it be declared open for adjustment:l so that 
;'\ ' , ,. \~.,\ 

5 if the Commission later in January should dettamnine t~is woul 

a be app:r.opriate, this could be effec.tive on ·January 1, as it 

7 asstnnedly Will be for civil service positions. 

8 MRo CHAMPION: I think it is appropriate the Commis ... 

9 sion should do this because thet.'"e will be consideration of 

10 all salaries and the date should be fixed. I am not certain 

11 it will be January" That certainly shouldn. 't be precluded, 

12 however, in any way. 

13 MR. HORTIG: I will state that the suggested date 

14 is still up to the Commission. 

16 MR.a CHAMPION: I assume they will accept the same 

16 pattelin as the rest of, the e:xempt pt1sitions •. Is that satis-

1·1 factory to you? I'll move that we approve Item ;'~ regarding 

18 the salary January first., It will stand approved. 

19 I think that that really carries us to the two 

20 subjects which are to be held open, and that is the one on th 

21 Long Beach tidelands parcel and the other is the propos ~d 
" 

22 budget of the State Lands Division. I hesitate to begin the 

23 discussion on that •. 

24 (At this point Mr. Cra:nston entered ....... 11:10 a~m.) 

26 MR. CHAMPION: The two iteras still reqdring action 

28 are, one, the proposed budget of the State Lands Division, 011 

~-.,:, . 
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17 

18 

19 

20 

21 

22 

23 

24 
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26 

26 

~;hich I trad1,.tionally reserve my vote bee.a.use of a conflict 

as Director of E'it;)ance.. Would you make that pre~en.ta.tion, 

Frank? 

MR-. HOR.TIG: Yes\ Mr~ Chairman~ As detailed on 

pages 41 through 44 of your agenda, the ·:State Lands Division 

has submi ttecl. a proposed expenditure progl:am for the . '6.4- t6S 

fiscal year, in accordan~ewith 8dministrative policy and 

directives and within ttle allocation control recommended by 

the Department of Finance. ~heref?re, it is recommended that 

the· Commission approve the submittal by the State Lands Divi· 

sion, which submittal in turn, of course~ is still subject to 

review by the Division of Budgets and the Director of Finance 

MR. CHAMPION! I might add that there is something 

that should be noted in this budget: proposal and that is, 

that it would establish in Sacramento a mucb higher level 

position as assist.ant to Mr~ Hortig, to handle the affairs of 

the Commission in Sacramento, than has previously been the 

·. cas.e: .. 

concen1 in items before th~ Commission really make :it neces·s

ary for this kind of liaison, in my opinion anyway~ end there. 

is such an approval of this kind of positiono 

This position is also intended to further investi .... 

gate for the Lands Commission and meet what I would consider 
1 

to be o·ur responsi bil.:i. ties in the area of natural gas. There I 
have been a numbe:r of proposa.ls ·to bring the State's inte:test 

in natural gas to some focal point outsl,de the Public Utiliti s 
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--~-· ~--..._ _______________ ,__ ______ ..._ ___ ,... _____ _.;::2;;..:..,7 

C(;>mtJlission, which has a regulatory responsibi.lity and not a 
c; I 

p~~iey res~ponsibility in terms of formulating State policy; 
,I 

aind it !s hoped that. thi~ position could. a!so be used to 

4 pr·ovide a focal point for that interest,, 

5 those two points are irt.volvsd in that: position. 

6 Oth~rwiseJ i don't think there is anything 'further new in 

7 the budget, Franki is there2 

8 

9 

10 

MR~ HORTIG: No, sir. There are no substantive 

changes in the proposal here before the Commission for recom 

mendation and the review and recommendations of the Departme ·· t 

11 of Finance. 

12 

13 

GOVo ANDERL>ON: The "Document Reproduction11 item 

of.$25,000 --wh<J.!; will that enta.i.l'l 

14 MR. HCRTIG: .This would be a one-item reproduction 

115 of the basic land title records that must by statute be on 
.. 

16 file with the State Lands Commission and available for publi 

17 scrutiny, relative to land titles ...... which are becoming 

18 frayed and obliterated and must be reproduced in order to be 

19 irt usable form for perpetuity.. As far as land title record1s 

20 are concerned;. this is a replacement of re~ords that the 

21 , Lands Commission is required to keep ... 

22 GOV. ANDERSON! Those a.re records we keep in 

23 Sacramento7' 

24 MR., HORTIG: \ro replace records that are wearing 

25 out and which are on file here in Sacrtt.tnento ~ 

26 MR. CHAMPION: Any questions on the budget? 
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1 GOV• ANDERSON: I •11 move it. ~ , 

·:·~~:~:::? 

21 
3 

(• 4 

5 

6 

7 

8 

9 

10 

11 

12 

15 

'14 

15 ~-

la 

17 

·18 

19 

20 

21 

22 

23 

24 

25 

2a 

MR. CRAllSTON: Second. 

MR, CHAMPION: It will st~d approved $.tld record, 

pl~ase, that I amnot voting. 

MIL.. CHAMPION (¢ontinuing) The other item to come 
.. 

before us thic morning is the approval of the drilling and 

operating contract, Long Beach Harbor Deparonent tidelands$ 

more commonly known as the nreplacement0 contxzact. 
~ . 

I have a wire which I 1d like to read and I think 

we should hear some further expert opinion" It is addressed • 

to me as Chairman of the Commission. It :reads: 

nApproval of the Long Beach Hetbor Department 

Replacement contract which includes the trespassers are 

under existing and pending unitization agreements not 

only could render the contract invalid but may actually 

operate as a constructive fraud upon the State of Cali- I 
fornia respecti'.t.lg the<ina.lienable sovereign title held 

by the State pursuant to Article 15 Section 3 0£ the 

Constitution of this State. It is therefore rt:Hl,\iested 

that you not take action pending full investigation in 

the premises. suhh non~aotion w~v~ll not result in 
" 

mandatory closing of the field as\ alleged by the agents 

of the trustee City of Long Beach inasmuch as the Harbo 

Department can legally continue operation during an 
J/ 

interim period., (Signe~) Virgil 0 1Su11ivan., State Sena 

J 
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GOV~ ANDERSON: I think the communication should 

read that it ca.me to all of us~ not,: just to you, because I 

MR~ CFJ~I0~1\i All right it It . has been. received by 

all members~ There was no such indication here. 

MRc1 GOLDtN; ?:ir.. Champion:> I respectfully suggest 
. . ' 

that you, for the record~· indicate when the communique was 

8 sent s.nd when it was rece;,.ved. 

9 

10 

11 

14 

15 

1.6 

17 

18 

19 

20 

21 

MRI!> CHAMPION: Well, it was received by me .... -

it says 11Deliver a$tit* 11 without any time stamp on it; but it 

wa,!S in my morning mA.:i.,l when I ar.r:i:ved this morning at nin.e 

GOV. ANDERSON: The samelt When can we ask some 
~ 

questions about it _.,,. lat;er on. or now? 
,• 

MRil' CHAMPION: I'd like to say some things in 

general about this, without special reference to this wire -

but just about the general situation; and then go to the 

particular ques,tions in the telegram itself-. · 

Some of the things that I l\'anted to say, and 1 111 

say them as briefly a.s possible, were statements made before 
' 

the joint committee hearings the other day but I think they 

22 bear repeating at this time. 

23 One is that ·we are here dealing only with the 

24 re1;;lacement contract. We are dealit'lg with the replacemeut: o · 

26 

26 

th1e. present operating contt"act, whii:,'!h is different in sever.a 

reapec ts in content from any contr~'U':l.t proposal be.fore us wi tl . 
' tt,, , •• •J°tiull'.".~ -~---..-_...._.._,_. ___ ..,li<!l'i" ______________ _..... 
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respect to the new Wilmingtot1 Field 11'1t- which is, of course, s 
I -

much latgera The relative yit!lds are under forty thousand 

bat"rels under the r(?placement contract; potential yields are 
·~ ' . . 

estimated at one hundr~,d sixty thousand batirels upward in the! 

new Wilmington Field daily.., 

,1 
At all stages of the discussion of th·e -replacement ; 

1'" 

coil.tract we have acted on the bas'iS of advice o:f the At_torneyr1 
., 

Gerleral, who is the official legal adviser for this C_ommissio 

as well as for the State of Cal:tfornia., that the documents 

are sufficient; that they a.re legal; that they d-o not iu~1;olve 
('t ,, 

any of the various legal complications which have been raised 

by those opposed to c:r questi.oning the contract. 

There bas not beert, nor is not now befor2 us, any 

legislative, request that we not approve this contract --

01egisla.tive reques·t" m~aning any duly authorized comm.i..ttee 
~ 

of the Legislature,. In one committee a proposal was made 

that we be asked to delay and it was disapproved by something 

like a vote of eight to four, seven to three, something of 

that character4' Chairman Thomas of the General Audits Com.• 

mittee made it perfectly clear that his request for us to 

appear was in no way intended as ;a request that we delay the 

22 contract. He made that very clear and his committee made 

23 

24 

25 

26 

no request for us to do ~o. 

Every indication that we have had from our staff, 

as well as from the agents of the City of Long Beach) has 

been that there are either legal or practical obstacles to 

,_,_ ____ _...... ______ ~~-------------~-----------~--------------..._...._ __ ~. 

) I 
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1 any other solution in maintaining the ·,field. l'iow, ther~ m&!' 

2 be legal ways to do it that are not practical, and there ma;~, 

3 be prac.tica~ WS:YS to do it wb.ich are not legal; but there .~z-

4 no legal and practical ways that this field. can be kept in 

6 operation if this contract is not fulfilled. .\ 

e I might also say, lest all of this seem to be casz 

7 in re'.sponsi ve terms to criticisms that were made, that the 

8 · staff also informs us that ·this is a substantial improvemen.: 
.«) 
'> 

9 

10 

ll 

12 

13 

14 

16 

16 

17 

18 

19 

20 

21 

22 

on the present: contract; that the affirmative efforts of the 

Lands Commission to improve the terms and the affir:ma..ti ve 

efforts of the City of Long Beach to improve the cont1t&act 

over the form that was arrived at formerly have resulted in 
/", . 

'/ ' 
v~r:y .s'ilbstan.tial improvements tn th~s contract, and all pf tbit 

procedures in this have.. b~en as dictated by the Legislatut"e 

in the past and we have no new lagislative instructions. W~· 

have a law under which to operate and all of this has been 

done under that law. 

"I might say with respect to some of the figures'· ,e,~~ 
. l 
~ 

have been cited in the past as to profits un&er the. old con~ l 
~ 

tract, that this has never been within the province of the 

State Lands Comnd.ssion; that this i,s entirely a matter arr:t 

a~ bef~re the ta.nds Commission was given the jurisdiction tl\&L 

23 it now has; that it h3s had no authority under any legislati<~ \ 

24 to deal with the terms of the contract arrived at before it 

25 itself assumed its present responsibilities with respect to 

26 thia field. 



32 

1 	 There may be ,x)ther points or questions, largely 

2 legal in character, that are posed by this; but this is the 

3 present situation which the Commission has before it in deali ►  

4 ing with the proposed replacement contract; and I think now 

5 would be the time, first, for questions by the Commission o 

6 kfro  Goldin and Ht. Hortig and then,  if there are others who 

7 would like to testify or speak to the points raised either in 

8 the wire or in the contract, why we would be glad to hear fro 

9 you 

4R, CRANSTON: ltd like to ask Mr*, Goldin to omen 

on the content of the Senatorts wires 

ER. GOLDIN. Hr. Hortig, may I have it please? 

I a.., not certain that I perceive precisely the point or point 

which Senator OtSullivants telegram seems to make, but I will 

attempt to answer what I think the telegram means. 

First, I would like to point out that the area 

covered by the contract does not include any area that is not 

clearly owned by the City of Long Beach.,  The contract does 

include a disputed nine-well area However, this area is 

clearly owned by the City -- the only question is in what 

capacity, as a general municipality or as a tideland trustee; 

but, in whichever capacity the City owns this nine-well area ,  

in our opinion it does not affect the validity of the cantrac 

Incidentally the same nine ►well area was always 

subject to the existent L.B.O.D. contract and its inclusion 

ever was considered as having affected the validity of the 

10 

11 

12 

13 

14 

15 

18 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 
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l So that, except for the nine-well area·, 
' 

J ·,i 
i 

2 the in.Stan~ replacement con.tract ha.$ nothing to do wi.th. dis ... j 
s puted areas in th~ ~arbor n.istrict.- ·1 
4

1 
GOV~ ANDERSQN: "She n.i.nepwell area you are referrin · 

5 , to ·~ . ~. I.s that what he i:.alks about when he talks about the 

a trespasser area? 

7 MR.. GOLDIN: I believe it iiS the porti.on •fa> the onl . 

8 portion of ·<Rh.at S~na~or · o*sulli.van calls the trespass area., 

9 which is embraced within' the replacement contract. 

10 GOV\), ANDERSON: When we think of the trespass area, 

ll we are thinking of 'the nine wells'? 

12 MR. GOLDIN: Within the meaning of this contract, 

13 yes, Governor. 

14 MR. CHA.M'PION: . And it is on that po~nt that he is 

-......._ ________ __.._... __________ ...,..._....___... __ ......... ______ , ___ . __ ~---------------~·J 
-· -,,it~•· -

., 
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l Block IV by specific legisfa.tion,. 
~ G 

·~ Now, I am trusting to my 1 J. 
-.> }I , ~ :;~ 

2 recollection, since l was ~ot aware Of this: te,legl:'atn before ~1 

4 

5 

6 

7 

8 

9 

10 

11 

arriving here this mor:i./ding. I thin'k ~Jhis legislation is ~. · · 
Chapter 1551 of' the Statutes of 1959, wh:tch allows for the I 

j ' ., .( ~ 

extensiot~ of'the~ contracts without competitive bidding; and I 
by express provision in this statute, such extensions do not I 

if 

affect the status of any boundary di~pute't 

Similarly, even in the case of approval of t.L ·unit 

agreement, by specific provision in Public Resources Code Sec ..... · 

tion 6879 the Commission f s approval of a uni ... t agreenien.t does , 

not affect the location of the 1:1Plands and the tidelands 
. ·f;.--;, 
-._::.; boun.dat"y i1'l the Harbor District •. 

13 

14 

15 

16 

17 

18 

The last point that;· I would like to comment with 

respect to the telegram is a 't'efe:rence to a constitutional 

px•oni.bit;ion agai.nst alienatio11~ In this connection, ! respe9 -

ft,tlly direct ·the Commission's attention to the specific langu"ge· 

of< the t-eplacement contractcJ Section 3, a.nd mor'e particularly 
"' <::.: ' 

that port?--on which is on page 15 of· the contract.. After the 

19 . parties ;acknowledge that they hav~~ entered into the contract 
( . 

20 ·with full knowledge of the statutory trust provisions, the 

21 

22 

23 

24 

25 

contract provides,· and I quote in part: 

0tt :l.s not the intention of the City to nor d.J.e$ 
~ 

the City grant:), c~lnvey, give, ot- alien to or vest in the 

contractor fQ4 any pt1rpose whatsoever any title; interest or 

estate in or to a1ty l.;:.uds whatsoever or any title, interest 

26 or estate in or to th~ oil,~ gas and/or other hydrocarbon$ 

I.-------~-------------~ 
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l and/or other minerals underlying any lands whatsoeve:r or any 

2 ti.tle;, interest or estt'lte in or to said oil when remo'ved from 

3 any lands until sold,"' u The con.tract:ual provision then 

4 continues• 

5 Conseqltently, in my opinion I do not believe there 

a is a valid criticism based upon a violation of a constitutiona 

7 prohibition against alienation. 

8 In recapitulation then~ gentlemen) a.s far as I can 

9 see the contract -- that is, the replacement contract ........ does 
1, 

10 ~not affect in any way the trust character of any lands in the 

11 Ha,rbor District. We fail to see how the approval of this con• 
~ 

12 tract c;,').n affect the status of any lands, either in:Side or ot1t 

13 side the boundaries of the replacement contract; and as I said 

14 a moment before, the a.ppt'oval of the contract is not the 

15 approval of any unit agreement; but even in approving unit 

16 agreements$ it is expressly provided by statute that the Com-'* 

17 mission action in $0 approving doe~ not affect boundary 

• 18 locations. 

19 MRo CHAMPION; Are thet"e any further questions of· 

20 ivrr~ Goldin? (No response) I tt·d like to ask one other thing 
I A . 

21 thatts raised in the telegram~ although I did feel this is not 

22 . wholly . garmru.\e ...... bt:it just to <leal with the question. T.ha t 

23 is the matter t:aised that non~action would no·c result in 

24 ma.ndatory closing of the field because the Har box- Department 

25 could legallY' c.ontinue operation there. I th:i.nk it is agreed 

2a that they co'Uld legally, is it not, Mr., Goldin .. " that they 

l 



~ ' ,, 

0 

, . 

~ 
i 
f . 

I• 
j 
1 

\_\ 

36 ---., .... ---------......... ---------....--
l could legally continue operation there1l I mean they could 

2 _take over operati~ns thette$ the Harbot;,Depa.rtment of the City 

3 of Long Beach cot;ld legally take over the opel:'ation, as set 

4 forth in Senator O'Sullivan's telegram? 
• 

5 , MR111 GOLD!N: ·· That is correct~ 

6 

7 

8 

MR~ CHAMPION: But the question is whether thi.~ is 

practical. Would y~:>u speak to that, Mr .. Hortig? 

MR: HOR.TIG·: The practicability~ I believe, would 

turr1 on the ability'.;._ a.ti.d despite excellent staffing iii. the 

Harbot .. Departme11t -· to suddenly generate staffing of the 
. ' 

order of magnitude and the capability of the present contract 

who i.s operatirig in the field~ so that they could be availabl 

to continue the operation as of midnight March 20th, when the. 

present contract e~pires. 

9 

10 

ll 

12 

13 

14 

16 

16 

17 

18 

19 

In view of the fact that Harbor Department represen a

ti ves, and partict.tlarly technical repres.ente.tives, are here 

today, I think their comments on; wl1at sort of a problem they 
·, 

feel they would be faced with if this project were thrown upo 

them might be revealing to the Commission. 

20 MR. CHAMPION: l.11 view- of the extended nature of 

21 this controversy~ I'd like to settle even the ir:relevant ques 

22 tions. Would the Long Beach Harbor Distt:ict have a repre~ 

23 .sentative to speak to this questiont 

24 

26 

26 

MR. SPENCE: Yes, sir111 For the record, my i1ame :ts 

John Spence;) Assistant city Attorney, and wi.th ms is Mr{;! 

Williain Smith, Pett'oleum E11ginee:r. I'll speak only of the 

'• 
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so•called legal aspects e;f thi.s; Mr~ Smith will speak about 

the practical engine.·ering aspects~ 

The big hurdle in this case, of course, is what ·,v-e 

4 would do with some forty thousand barrels of oil a day,. We 

15 have to dispose of it. We cant t shut the field down; we have 

6 to, operate, and with forty thousand barrels of oil a day we 

7 dontt have an oil purchaser9 An oil contract requires 

8 the same procedure as an operator contra.ct;} so that is the 

9 main practical hurdle there -· no way of disposing of this 

10 oil. 

·ll MR. rn!TH: I am w. A. Smith from the Port o:f Long 

12 BeachiJ. S<;>me additional practical reasons for cond<=mning this. 

13 idea of the City taking over operation -""' the .City does have 

14 a technical staff and we do provide the majority of the supe:t 

15 vision and engineering fol: the field~ However, there is a 

l.6 large staff of enginee·rs and pa:rticularly field employees 

17 which are presently employed by the existing contractor and 

18 which will, we ass·ume, be employed by the contractor under th 

19 new. contract. On such short not:l.ce~ it would be virtually im 

20 possible for the City to acquire suffici.ent fiel.d staff to 

21· conduct these operations and we have no assurance, of course, 

22 that the present employees .. ...,ould even be available for a posi 

23 

24 

25 

26 

tion with the City under ci.vil service,~ 

On~ side aspect i.s that we would have to est4blish 

these jobs undet civil ser Iice 1 and this is a time~consum:t:o.g 

--.--. .......... -------------------------· ---------------------------------------~ 
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In addition to this, the problem of acquir:tug 

ma~f~rials and services for the operation of the field under 
I 

the restrictions which the City has to operate-..- that, is, 

competitive bidding -· would be almost inst.u:mountable. As 
. \t 

you have been told bef~n:e,~ there at'e thousands of differ~nt 
I, 

items which are requir~~d on a daily basis, on short notice, ,, 

on an emergency basis 1n·some instances, and for the City to 

attempt to acquire thorse, even down to the inexpensive items., 

by competitive bidding would be a complete handicap on the 

operation, as we see it now. 

i.m.. CHAMPION: Thank you. ~~n.y further questions? 

12 ! GOV •. ANDERSON: How many employees are we talking 

l~ t h Ill 
..i about that L ... BQO,.D- . as t,_ 

14 MR. SMITH: 'There are in excess of two hundred .. · 

16 There a.re rep,rese~;tatives of L~B.0-.D*' here an.d l can pl:'obably 

l 6 get that answer" 

17 

18 

19 

VOICE: Approximately three hundred. 

MR. SMITH: Approximately three hundred. 

MRo CHAMPION: Any further questions? (No response 1 

20 Is· there a.nyon.e present who would ce.te to make any further 

21 statement or eonmient on this matter·? (No response) Well, 

22· that being the case, I would assume that. we are prepared to 

23 consider it., ·I would like to again say what I said before, 

24 before we considered this las.t m.etter '"'""' that the fun:.:lamental 

25 question before the Commission is not whether i. t can or 

26 should be delayed, but lfhether or not it is a. good contract 
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l on the basis of the analysis and the advice offered us by our 

2 technical staff and our legal staff,. Gentlemen, what is your 

3 pleasure?. 

4. GOV.- ANDERSON; I t d just like to as:k Mr~ Hartig~ . 

5 The ninety~one per cent· that has been offel:ed ,,,.. ... This is a 

6 pretty high bid, isn "t it, as far as any State lease or any 

7 other'. lease that we are aware of? I 1d like to have you est.ab• 

8 lish just where this stands :i.n comparison to any other high 

9 leases that we know of l\t 

10 MR.\lf· HORTIG: Governor, the State Lands Di.vision 1s 

11 economic analysis· of· the potentials of this <'.>perat:i.on confirm 

12 that the bid offer of ninety=-one per cent of the net profits 

13 to the City• of Long. Beach under the proposed contract is a 

14 good, sufficient and equitable bid offero I must st:r:ess 

15 this is for a service contrac·t, not for an oil and gas lease,.. 

10 These are' two entirely di'fferent methods of providing for 

17 petroleum. development .. 

18 

19 

20 

21 

22 

23 

24 

25 

2e 

'rhe State Lands Commission under the Public Resourc ~s 

Code has a range of cho:tces with respect to specifics in oil·.· 

and ga.s leases wbicb. they may offer for State•owned lands..., 

The State Lands Cominission does not have statutory auth.oriza

tion to co~sider a service contract of the type here proposed 

by the City of. Long BeaohQ 

GOV., Al'IDERSON: My questiqin on that is have there 

been even sexvice contracts where the pe~oentage has been 

higher'/ tan •t this t.he highest'? 
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MR~ HORTIG: From the standpo:i.nt of the service 

contra.ct~ without,ha.Ving the experience under the new contrac 

to compare with the .existing contract~ the net results of the 

41 total are probably equal to that which may be expedenced, or 

5 even a: little higher than that experienced, under the senrice. 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

16 

16 

17 

18 

19 

20 

22 

23 

24 

25 

26 

contract held by Richfield Oil Corporation for another Long 

Beach Harbor parcel9': 

The point I wanted to s1;ress was that for continuin 

development of an oil field, this proposal to the Long Beach 

Harbor Commission is demonstrably the best approach for all 

parti~s concernedr11i There are areas of State lands where, if 

the Lands Commission had similar authority to have a sindlar 

contract, the staff would not recommend .'~hat such a contract;. 

be utilized because of their poten»tialiti1es-. There are areas 

on which we receive cash bon\ls bids, which a't'eas have never 

produced one drop of oil. Had a service contract or a straig t 

royalty bid been received on those areas, the State would not 

have received one dollar on those landsw 

So the situation is, as to type of lease. or contrac , 

this is something that has to be designed to fi~t the economic -

of the situation where you wan·t to apply it.· As a service 

contract$ we feel that the bid offer and the terms and condi~ 

tions fol:' this particular operation are excellent or we would 
J 

not have recommended it. 

MR.. CHAMJ?lONt Lo you also feel ... • :t think you · 

l 
I 
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raised the question by what you said •• that th~ service con~ 

tract is wha·t you feel is· the approp:ciate contract here in 

·t.bis particular sitµ".t-·.i;QQ.? 

. • -'I • 

Commission tak~-$ action,., Mr. Chairman, if ! may, that implici 

in t;ha approval as reconmcnded by the staff hfire today is als 

the subject which was brought to ~~e attetiti,on of the Com.mis-.. 

sion September 30, 1963, and I quote, 1~h~· City and the Board 
~ 

(ol:' either) and the.State will enter into agreements requir.i.n 
,... ,,. ' 

consultation on major operational and policy matters with the 

Commission" The contract proposed authorizee ~uch City•State 

a..gree.ments.u . 
, 

In accordance with this~ a form of ·agreement has 

been entitled 11Coliateral Agreement Bet:ween State Lands Com• . . " . . ' . ' . ' ' .. 
mission and Long Bea.ch Boa:td of Barbo~\ Commi$Sione:ts, u which 

I 

• '~' " • 1 

is attached 'to you-..: agenda item as Exhibit_D and whic.h has 
. 

been accepted in principle by the Bil~t'd of Harbor Conuntssione 

and since the specific language has not been before the. Board._ 

of Hat;b~r Coanis-sio1tet"s t the staff recommendation, for approvtt 
H 

of the basic contxa~t today ie that tbe approval ,;ilso be s~b ... 
~ '' 

ject to acceptance by the LOng Beach BQard of Ha~bor Commis~ 

sioners of the collateral agreement attached hereto as lt~!lib. 

D and.by reference made a part her&of;a 0 So the motion 
.,) . .. 

shQuld, in approving the contracrt~ appr1ove this condition. 

GOVi. ANDERSON: l t11 ;nove the ap1n:oval of the 

d-rilling t.lnd Oi1e'#t~ting cont:t>act as xecommended by the staff~. 
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make a few b-:ief'comments in so doing. First,·operating as 
" 

3 we must under the laws written by the Legislature, I believe 

4 

6 

a 

7 

8 

9 

10 

11 

.. ' 

and it is evident to the CCimtnission at least that we have a 

good contract; that we got. a good bid -under that contract 

and, further# that no further time is needed~ We have b~en 

~rkin.g.under a deadline imposed by tbe expiration of the 

preseiit contract •· but, nevertheless it under present circum• 

stances without regard to that deadline and with no real 

pressure fi:om it~ we are ready to act, I think with full 

confidence that we are acting soundly-. I think all::,f us 

12 are grateful to the City of Long Beach for their part in 

13 working out this c,ontract that has led to a successful bide, 

14 I would also like to say that as far as I am eon• 

15 cerned, and I think as far as the Commission is concerned,, 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

in our approval of this contract no precedent is set here»: 

no indication is made here of what: actio11 will be t1.aken by 

us sooner or later on the larger East Wilm.ington Field. 

MR~- CHAMPION: The approval -wi,th the amendment 

noted by Ml:o Ho:rtig has been moved and seconded, and it 

stands unanimously approved. 

Gov:., .ANDERSON: It d like ti"> again reiterate 'llY 

previoils position.to the staff ..... that they would somehow 

get legislation changed, so that we can get in the position 

of helping draw these cont~acts at their start rather than 

be faced with them at the ve-ry end, after being drawn by 
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M&w' SPENCE: 

make a sta.tententf . 
J 

M~bers of the Com.mission, ma~t I ,, 
!\ 
!\ 

Mir• Ol!AMPION; Yes~ ('; 

Mltio: SPENCE: · 1 td like to have the :record $how . 

that the Board· of.Lmlg !}each Harbor Commi,ssi<m.ers have al• 
,,.. 

ready approved the collateral agreement •ezj have ~-,..ready 

authorized the approv,~11 of the same; and I'd like to thank 

MR,, CHAMPION; We have one other matter before us • 

the ne.xt meeti~g. Tentatively~ we will look to January 30t o 

(Some discussion between COJ.\mtj$sioners inaudible to reporte 
' ... , 

The meeting .stands adjourned. 

ADJOURNED 12 NOON 
. 

********** 
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I, LOUISE H. LILLICO, reporter for the Office of 

Administrative Procedure, hereby certify that the foregoing 

forty-three pages contain a. full, true and correct transcri t 

of the shorthand notes taken by me in the meeting of the 

STATE LANDS COMMISSION held at Sacramento, California, on 

Decemb2r 20, 1963 .. 

Dated: Los Angeles, ~lifornia, December 30, 1963 
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