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Hon. Hale Champion, Director of Flnance, Chairman
EOHQ Glenn M, andexson, Lieutemant Gceernar

Hon., Alan Cranston. Controller

Mr, F. J. Hortig, Executive Officer

| OFFICE OF THE ATTORNEY GENERAL:

Mr., Howard S, Galdin, Assistant Attorpey General

APPEARANGES*‘

22

Mz Jahn.C¢ Spence, Jr., A551%tamu Attnxney, -
City of Long Beach

Mr, W. Au Smlth.Aﬁslstant Chlef Petrcleum,Enginear,
Long Beach Harbor Department
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Call to. oxder. 

kuanfxrmatlon of mlnutes
3Sa?tembar 30, 1963

' PEKWITS EASEMENTS RIGHTS-

OF = WAY "FEE

{a) Department Gf the Navy

Off, of Naval Research

PERMITS, EA“EMEHTS LEASES
RIGHTS - OF-WAY FEE

(a} R. W. Gypher

(b)Y John F. Dillon and

C. Co Trunelle
(c¢) Richfield 0il Corp.

* (6} Blchfxalt 0il CQIPw‘
%(%J ngnal 011 & Gas Co.

GEGPHYSICAL EXPLQRATION
PERMITS L

Adoption of form of ﬁermit,
(a) Humble 0il & Refining
(b) Shell 0il Caﬁpany

VMINERAL EXERACTION LEASE»
Adoption of royalty/schedULe

16

11

13
24
‘(f)]Standard Oml Co.af Cal.

21
23
i

San Francisco Bay area comp. 18

(a} Rescdssitm of autho 4z,
to offer; authwriz. to tve-

offier 126.33 acres pursuant
to applmcaﬁlcn Harry C.Thomsen

_(b) Agﬁharxz*ofﬁgy 905:423 se. 19

20
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28
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| 8 Authorlzatlcn to approve Dry
N 11 Gas Sales Comtract ~ Signal
R | Oil & Gas and City of Long
S 18 Beach on gas from 0il & Gas
R ~ Leases 392, PRC 163, PRC 425 , | | .
.. . 13} ° PRC 426, Huntlngton Beach 25 36 -8
14l 9 Selectltn of vacant Federal | | ,
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| iB (applic,James E. aschall) 15 37 12
. 18| 10 Exchauge application of |
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© State'’s % under Rio Vista
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fGentro‘ler Crauatcn is delayed @n a plane flight from Lung |
~‘$each.am@,x think w&ll be with us smﬁn¢, We had iﬁtended t& ;
fﬁtake ap ‘the Lamg Bea»hmmatter ﬁlxst, which was om the supﬁiﬁ%
f\mﬁmtal agenda; but until he arrives, 1 think wa'will delay
“that and g@,thramghvthe regular,&gemda, and we will take the |
Long Besch matter up on his arrival. | ‘

R S T - - U S I R

E o
-

ot
(9.

17
18

that?

e i .ﬂ'.‘

: ﬁﬂa Cﬁﬂﬁ?i@ﬂ° w131 call the m@etmﬂg £o ard&r,

gﬁ

| First item on the agenda is confirmation of the
minutes of September 30, 1963,
GOV, ANDERSON: So moves

MR, CHAMPION: Stand approved, ﬁﬁ@@%ﬁ:"?érmits,'w

é@ﬂ@ments aﬁé rightawaféway t@ be granted to publ'c and
ath&z agencies at no fee, pur@u&mt to statute.‘
Department of the Navy, 0ffice of Naval Research.w*
Permit to eonduct uﬂderwater expexﬂmnntﬁ uging explasives, ‘
Mono Lake, Mono County, permit to exwiﬁe on December 31, 196@
. GOV, AE@E&SGN» We gave them parmission on that
laﬁt.yaar ﬁmx the same &himg, didn t we? * |

»

MR, HORTIG: For th@ same genexral type of Opermtlmuk‘

GOV, ANDERSON: Did we have any repercussions on

MR, HORTIG: Mo, six. __ |
GOV, ANDERSON: Uverything was all right?
MR, HORTIG: Yes, sir. |
GOV, ANDERSON: I wove it.
'M&w~ﬁmamyxnmz Seaomd, stands approved,

QFFICE OF ADMINISTRATIVE PROCEDURE: STATE OF OALIFORNLA
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R ?axmits, aasamﬁmts, laaseﬁ, and rigﬁts*@f-way

‘ | “—,>2 ,issued puxﬁuant to &tath”eﬁ and estahlzshed rental paliaies
S 5'wsf tha Gmmmi&&xmn,‘f | |

Doy soaene iy ey s

Rq W& Cypher =~ Twmﬂy@ax pto&pﬁﬂting p@rmit fer gemv

§ th@rma1 staam, all minerals other than oil and Qaeg and

Imineral‘waters, at standard royally ratas, on eighty acres
- submerge& lands, Imp@rial ﬁcunty, sold aﬁd pateﬁtad to @
»yzmperial Irxigatian nistriet. |

® O u e o b

V John F. Dillon and Co C. Trunelle -- Ten«year lease,

fl° ~L@t 1, F1ah Gaﬁy@n Cabin Simes Los Angeles Gaumty, annual
11 rental $65. | | o

’,12’."~ B Rx»hﬁteld €l Coxrporation -- Bafarmant of drilllng

' ~15 ”raquix&m&nta, State 0il and Gas Leases PoR.C, 308,1 aaﬁ‘§¢B¢G, 
14 BQQQl, Gaal 0il Point, Santa Barbara County, thx :ough April 39,7,7

351 1964, sdditional time needed to complete the ﬁraitinﬁ of
fA7WG ‘prepaaed unit agraemeﬁt@, | | | S
17 S Rmahfield 0i1l Corporation -- Hﬂﬁexmant of drillxng oy

iz"\) "
=
k
?
%'
?

| 18 requiﬁemanrsw State 011 and Gas Lease PeRoCy 1466,1, Rincon |

19 ‘Gil Field, Ventura County, through June 30, 1964, ‘Qurrent
20 | development appears to provxde ad@quata ﬁx&inag@ of producing
21“ structures; however $tudies for further ﬁevalepm@nt are
22| contimuing., | |

R3 o Sigﬂal $il and Gas Gémpany“wm ESsuanua of new lease |
24 | in exchange for State 011 and Gas Lease F.R.C, 129.1, Elwood
25 | ¥ield, Santa Barbara County, for a texm of five years, at |

26| same voyalty and upon same terms and conditions &s Lease
| PaRaGe 129,10

QFFIGE QF ADMINISTRAVIVE PROCEVURE, SYATE OF CALIFORNIA
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”‘mew lease in exchange for Gas Le&se Agreemmnt £o¢'Easemeat

  Nﬂe &15 1 Eio Vzata Gas Fi@ld Contra Costa, Sacxamentm,?

 at seme royalty and upon same terms and conditiuns as

=
e B

2 p@mmmt and for the extensi@n of axisting garmits*'

'Slnughs and other adjacent bays, sloughs, and rivers, in the

Stamdard 011 meﬁ&ﬂy @i Galizaxnna - Issuance of

~ San Joaquiu,-anu,solana,countiea, for a,tarm of five years,.?' ”i

‘agreameat for EaSement~&15vlﬁ
GOV, ANDERSON:
MR, CHAMPTION:
Geaphysical explaration permits on tide and sub-

I move them,

Second, and approved.

mﬁrged lands of the State of Qaliiormiaa Adcpti@n of form off
geaphyamcal @xplgratian,pemmit, clarifying the.statamant afy
pevmit conditions by citing the precise languaga cf the

statuteg said farm o be utilizea in the lﬁsuan&e ai any new

Humble Qil and Refinmng Company == Geophysical

‘"exploratxan permit for six«m@nth period fxam\Febrmary 1, 19@@ i

,Axnugh*July 31, 1964; M@nﬁealno, Sonoma, Marin, San Fraﬂ&ismm, 
San;mateé, Santa Cruz, Monterey, San Luis Qbispb, Santa Bar-
bara, Ventura, Les‘Angeies,‘Oranga, and San Diego cdumtieso

| Shell 0il Company -- Geophysical exploratiom permit
for period December 19, 1963 through June 19, 1964, on tide
and submerged lands of Sacramento River and Suisun Bay (in-

cluding Grizzly'amd Honker Bays), Montezuma Slough, Middle

counties of Napa, Contra Costa, Sacramento, San Joaguin, and

Selano.
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- of those c@unti&s - amy prat&sts?

© 0 =1 @ O b N

fod
o=

@@'a,ﬁﬁaggsamv ﬂave we had any c@mplaiﬁt from any | b

MR, HQREIG. Ho, siz.

GOV, ANBERSQN, Either in (a) or (b)? “

MR, HORTIG: Imn both of thu Jitu&txaas, all affeetei/
counties and cities h&ve been notifizd, There have been no |
letters of protastsa» Thers have bsen a minority of acknow- |
ledgments of the n@ti@e, anﬁ all of the acknewledgmeﬁts haea 
been on the basis th 1t there is ne okjection to the comduct,
of the operation, - ;

GOV, ANDERSON: I move it.

MR, GH&MPI@E“ Second. 1s there any comment?

(ﬁo response) stamd appraveda Eepsythis méet the piebl@m‘
that we have had in the last couple of mamtings with Shell s% H
operationg «=- this aﬁ@pti@n of form af pernic?

MR« HQREIGQ No, sir, The prmblwm is still a mat~
ter of dismnssion.with.shell 0il ﬁompany under exxstxng
pemmlts‘whlch‘are up for rerewal. | |

| MRG CHAMPION: Mimeral extraction leases, San
F?ancisce Bay and similar aveas: Ad@ptxam of rvyalty schedul
applicablﬁ to mineral extraction leases in the San’Francisnu
Bay area complex, ptoﬁiﬂiﬁg‘for an escalation factor of five
per cent gat year, leases in‘such areas to be issued for a
teﬁm,aﬁ'five years with a'ﬁﬁefeﬁamtial right in the lessee tol
renew for successive periods of five years each,

In that preferential right, is there any guaraniee

OFFISE OR ADMINISTRATIVG DROCEBUE 7, STATE OF CALIFORNIA




| of a“iimitatiunrta increase ~- any incraasa,,say, of the

»£1ve per cent per year? | S

: MR. HORTIG: No, 'M.r, that 18 open.
MR GH&MPI@NQ‘ That is opau?

,v _%Rw HORTIG: To be dﬁtermined by the Gammissimn at |

‘the time of venewal. | |

| ‘Maa CHAMPION: R@aci&sian of June 27, 1963 authorm

[zati@n to offer a parcel of submarged land in Suisun Bay,

o

R B T . S T N R ;P%g‘ :

| Gentra costa anﬁ ﬁolan@ cauaﬁies, for m&mexal extraction leasé;

o

snd authorization for Executive Officer to re-offer for leaﬁav'
31j‘fmr the extraction of sand at a miﬁimum,raya1ty Qf eight centd
12| per cubic y&ﬁd an area of 126¢33 a&resfoﬂfsuﬁmérgeﬂ,lanﬂs iﬁ.

o 13 | %ﬁiaua Bay, royalty to be paiﬁ to be in aéﬁmrﬁanae with |

sch@dule apyr@vad in pxe@eding item (pursaaﬁt to applﬁcatinn “

oot
#>

15  of ﬂarry Crone Themsen). | o

| 18|  Authovizati on for Ex@cutive Officer to offer £¢r
Fq 17 lesse, for the extraction of ssnd, sn area of 905,423 acres
o Alai. of submerged land in San Fr&ﬁcise@vﬁays Marin County, royalty|

19! to be pai& (éight*cenﬁs:yerréhbic yard) to be in accordance
20 | with schedule approved in Calendar Ltem 18 of this agenda

21} (pursvant to application of United Sand and Qraval Cﬁmpany)¢

22{ o GOV. ANDERSON: Have there been any protests to
23| (a) and (b)? | | -
24 | . MR» HORTIG: No, sixr, because they haven't been

‘26‘_ offered. These are suthorizations to offer for competitive
26 | public bidding and at the time of rveceipt of bid and

QOFFIGE OF ADM. (STRAVIVE PROGEDURE, BTATE OF GALIFORNIA
UOUNATS He83 TO0M BBG




&

ot
O

e e
RIS

R pa e
o N O o>

Moow W N W
B @R N M O ©

28 |

BERTY &80 1OUN BPOG

6

| diﬁcuased with the couuties and thay*would kaow nathing of

w W N R Mo W

.
his

; cansideﬁing wﬁethﬂr lease should be aw&rdad‘wwuld‘be the timé_:

that pxates&s wguld be received, if any are to be reaeiv@da
f@Vﬁ AﬂﬁERSGE' Heith@r of these itema have been

the&e? | | | |

MR, HORTIG: Wo, sir. There have been ganexﬁlk
dxscussxn&s about this type of operations, but.thase speciﬁxc/
cperatxmas have not been discussed. o

MR, CHAMPIOM: Does this open up any unusual‘axeas
or new policies with respect to obtaining minerals from
San Francisco Bay? | | |

MR, HORTIG: Né, gir. This is‘a continuation of
the policy and program under existing statutes which the
Commission has been following, | ‘ |

MR, CEAM?IQN: But it does not @peﬁ a new areal

MR« H@RTIGz No, sir «- im the aense‘that they are
in San Francisco Bay.

%Rg CHAMPION: No, I wean a new part of the Bay,

MR, HORTIG: ;Gémaraliy'spaaking, No, ThQSQ op&xan
tions arve surrounded by other pre-existing rém@val Qperatimﬁs
geographlically.

MR« CHAMPION: So they in no way jeopardize the
current re«examinatiau of policies on,eperatinns in the Bay”

MR, HORTIG: No, sir -- just im the order of dagr@é@

GOV, ANDERSON: T'1ll move it,

MR. CHAMPION: Second, stand approved,

QREICE QF ADMINIGTRATIVE PROCEDURL, BTATE OF Q0 LIFOHNIA
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Gity cﬁ Long Beaeh appravals requmred pursuant tc

,Chapter 29, 1956 First Extraardinary Sassmun°

Whamf &rea Ramp, Berth % to Berth 5, sesand phase*

'“Proyosed subprojegt. expenditure from December 19, 1963 ,ol

termination of $4,000, with 100% eatimafad as subsidence aostﬁa

Water Line Reconmection to Fier 2 -~’Second phase»
Estimated subpru;ect expenditure from Denemb&r 19, 1963 to
terminatlon, of $17,000, with $10,200 (69%) estimated as
subgidenee cosSts8e

Property Purchase -+ Area 7, Lot 20, Tract 1960,

seeoud phase. Estimated subpwcject expenditure from.ﬂecember‘

19, 1963 to termination of $3,000, with $1,890 (ﬁ3?} e-timate

as subsidence costs.

GOV ANBERSON: Who makes the estimation of the subf

sidence costs? Is that the City of ang Beach or what?
MR, HORTIG: This is submitted by the engineering

section of the Long Beach Harbor Commission in comnection wit

these three projects, which are reviewed by the engineering

staff of the Commission. The final control, Governor, is --
as stated in the specific resoiution for each item: Y ees
that the amounts, if any, of each of the items to be éllowéds
ultimately as subsidence costs... will be determined by the

Commission upon an epgineering review and final audit subsge-

~quent £o the time when the work under any of these items is

completed.' They are subject to final engineering and audit

review.

1}

OHFICK OF ADMINISTHATIVE PROCERURE, STATE OF GALIFORNIA
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GQVn ANEERSQN.' By our staff?

iMR. HQETXG" By the Cammi351on staff; yes $1r»

- MR, CHAM?IQN' But we do, in the process of’flklng
,,fhesg.“ercentaaes, review these? : o " |
| | MRQ HORTIG* We do revxew them to see that they are  "ﬁ
reasonable and the Clty cannot expend these funds w1thout |
prior appraval of the Gomm1831ona

Gov, AN“HRSON, I'11 move it.

© ® 9 @ A B QW

MR, CHAMPiON: Second, stands approved,

~ Authorization for Executive Officer to approve the

=
o

11 'Biy‘Gas Sales Coutract of May 1, 1963? between Signal 0il and
12 | gas Company and the City of Long Beach, as a basis for sale .
13 | ang delivery by Signal of all dry gas marketed from Oil and
14 Gas Leases 392, P.R.C. 163, P,R.C. 425, and P;Rac; 426,

15 | puntington Beacb; | N N

16 GOV, ANDERSON: Will you explain this just a little
17 | pit? | o | |

18  ‘MRﬁ HORTIG: Yes, sir, Signal,Oil and Gas Company
19 is a lessee of the State Lands Commission on the emumerated
20 | four tideland leases at Huntington Beach. From these oil and

21 'gas leases they also produce, concurrently with the oil, gas

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

23 | Beach -~ the City of Long Beach utilizing this purchased gas'
24 | for thelr distribution facilities in the munieipal gas departy
25 | ment. Under all these oil and gas leases, if the lessee

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

ORPICE QF ADMINIGETRATIVE PROCEDURE, 5TATE OF CALIFORNIA
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'delivexing‘the.Stamé”s royalty share in kind -~ which is

~;universa1 preference to receive the rayalﬁy share in money -~
| then sales cantxacts for dispoﬂ1t10n ol the praducts must be

_approved by the Commlsﬁlon, in oxder to determlne that the

© 0 T O M d N e

L . - R I :Q 9

o o
i\

the nominal éleatinndamd t0~&ate it~has‘almaﬁt”béén the

pr§¢es at whlch these are marketed represent an equltable
basis, pursuant to rsquirement under the leases,

Pursuant to thls, Signal has submitted the sales
contract far approval, proposing to sell to the City of Long
Beach under standard terms and conditions and Gonfornance
with all other operations in the Huntington 3each Field; and
it is reccmmended'that~£he<CommiSSion;appr0ve these contracis
as the~basis far,the-calculatién of the State's royalty in
each flﬁldﬁ e | | | “ |

MR o CHAMPION’ In other words, by "standard terms
and canditlans, you mean thé priéES'fbr Othex'gas séld in
the Hnntington Beaﬁh arﬁaz

MR, HORTIG: Actuslly somewhat higher.

MR, CHAMPION: Higher quality? |
MR. HORTIG: Nﬁ, but the_othef element that goes

into it is the matter of being able to guarantee a particulaxy

volume of gas to a gas department -~ which commands a premiun.,

GOV, ANDERSON: Now, this is a five~year or less
than five year contract. Did the City of Long Beach handlie
this without our approval pxi@r to this time, or did we go

inta the preparation?

DFFIGL OF ADMIMISTRATIVE PROCEDURE, STATE OF CALIFORNIA
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MR Hﬁamlﬁn, The sales eantraat ls nat,between tne

State -'~ ‘the cantract is aatually at arms. length and for
’*xmyaltj PUrpoOSes betwe;m the State's lessee and the State 11:

must be approved by the G@mmissxon.

. GOV« ANDERSON: ~Who drew up the contract?
MR. HORTIG: The City of Long Beach and the thy

- Gas Bepartment,

GOV, AEBERSON°"SQ the»Stateydoasm’t get inté this
until it comes up for approval? | -

MR, HORTIG: Yes, sir. |

GOV, ANNERSON: This was broughﬁ out in the hearing

the other day, so I sort of got the feeling that we only get
ianto a last-minute appxovale I wandex 1f we shouldn t have a

little"mare to say -- not just on this contract, but contracts

in generalo |
MR, HORTIG: Governor, from the standpoint of our

administrative difficulties I couldn't agree with you more.

Qux prmblgm,is that this is the way the present statutes and |

contracts. have beem drawn,
. GOV, ANDERSON: We haven't remcmméuded any change?
| MR; HORTIG No, but this will be the subject of ”
study ~- first, with régpéét to Long Beach particularly,

MR. CHAMPION: Let's mot - - We have two very, very|

different situations here when we have an interest in what
Long Beach does when it is contwacting out to an cperator =--

and we have been working steadily in that field to txy to get

QEFICE OF ADMINISTRATIVE MROCROURE, BTATE OF CALIFORNIA
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atxng undey general State laW‘with a 1e8$e& wha pay@ us a

} pays us, in eifemt,»nnt as an 1n1tia1 c@ntractor in the drg

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

BB B BN T B S 2 B

we do have a relatxan&hip on the dry gas comtract,
‘with respect to oil in the lease analogous to this,

‘kind of sales contract on the sale of oil from aﬁlesseeﬁto

o
T

gpecified in the lease.

-]
m .

"royalty on the thing. We have a mugh different 1elat1@nshipf?
- with hzm in t@rms of how he disposes of dry gas and oil, ﬁc_:

gas area,‘but as far as royalty is concerned. Thereﬁore, hei,
special ralatiqnship with them that Long Beach ha@, though
MR, HORTIG: We do have some control relationship
MR, CHAMPION: We would not have appr@val for’this;

some other agency or company, would we? ’
MR, HORTIG: WNo Sir, except as to the fact that

such other oil sales contract must meet the pricing criteria

MR CHAMPION. We must be paid accax@iﬂg to that
prlae nriteria, but they can sell at any price they wlsh?

MR. HORTIG: At more or less, yesz.

%OVQ ARDERSON: I'll move it.

Mﬁ@ CHAMPION: Second,

GOV, ANDERSON: I would like to have the staff

‘prepare, for whatever may be coming up im the special session,

sﬁmathing‘alogg this line -~ that our staff dees get into thé‘

drawing of these contracts at a.much earlier stage, so that

OFFIGE OF ADMINISTRATIVE PROGEDURE, BTATE GF GALIFORNIA
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TN | | T
we are not Just appr@ving~8umething ﬁcmebody else has givem N

to us, and as a rasult we aten t tau aware of many of the

2
»f~5  things that are inv&lved in the aontraat until it eames to us;
4’,,It»1$ myvfaelmng we ahauld be a llttle«m@re in the initiatina‘
5 stages af:a.coﬁtract af this or any other type. Maybe 1 am
o wrongg, e ;' ,
7 MR, GﬂAMPIGﬁ' 1 would agx@é.with you,'Gavarn@r,
"  g paxticularly not as to this situatiom so much but the situa~

9| tion we have before us of our operations under statutes under

10| which we have Long Beach -- Chapter 29, partiaular1y~if we
11 are-going,ta be involved in increasing percentage of State
1z gartiaipatioms, I think that there are some things that by

13 | bilateral agreﬁment we have been reach ng accord on in

14 arrivxng at contracts; but as our percentaga increasas pﬁawf;

18| suming it does ingxea&a, the State wxll'mare and more nead to|

16| take the lead or play a closer role in the course of comtracts
17 | and operation of the field, So I quiré agree with the in-
18 struction of the staff that we should have formulated a

19 »pmliay on what we @ught to be able to do if thar law is
20| reviewed in the budg@t session of the Legislature,
21 | Selection of vagamt Federal 1&@@ in San Bermardine
22 | GCounty, for the bﬁaeﬁit c£ the State, under lieu land appli- |
23| eation where applicant decided that he did not wish to provesd
24| with acquisition of the land: 40.08 acres pursuvant to the
25 | application of James Eﬁw&ré Eas¢hal1,
26 GOV, ANDERSON: X1l wmowve dta

DFFIGE OF ADMIRISTRATIVE PROSEDURE, STATE OF GALIFORNIA
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: {mﬁtter before the C«mmiﬁsion, Delbext Ja Sargeﬂt and chnty

 9£ the it@m to at 1eas“‘the next meetiﬂg of the Gmmmission,
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| defarred to the next meetlng of the Cmmmission.

~ Vista Ratabie*Taking Plan for the Rio Vista Gas Field, gub«

e
o

 agreement for Easement 415.1,

Wouid you explain it, Mr, qoduig?

Mﬁg Cﬁﬁﬁﬁlﬂﬁ, Secend, staﬂda appraved |
ERa HORTKG’ Mx@ Ghairman, with raﬁpact t0 the
next itam, 10, the parti&ipants in the appiicatian fﬁr the

 .of Emyex¢a1 have b@th requestad a deferm@mt of conaideratian

- MR, CHAMPION: That is agreeable? =
GOV. ANDERSON:; Fine - so move, if you need a
motion. | | |

%R@~

CHAMPION: Fine, second., Item 10 will be

&uthmrizaticn for Executive Officer to apprwve

modiflcatian of State's partlciyatmng percentage under Rio
mitted by Staudard 0il CGmpany of callforn1a, iessee uuder
I don't think that quite says»it an‘itﬁ face.

ﬁR@ HORTIC: Yes, sir. ?urauamt to the axisting

gas production contract held by Standard O0il Company of Cali4

fornia, which wasvissu@§ pursmamt to competitive public

bidding for prwﬁmatian%éf‘gas from under the Saaxamantaéﬁi?éx

area, the State’s participation im the production from the
entire field is made the subject of annual or pariadic'm@di%
ficacrions depending upon the development within the field;

and the percentage participation by the State in gas on whie

13
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 'rmya1ty is paxd is subjﬁct to enginearing and economic re@mﬁw
.an& approval by tha Gommims1an, as one of tha cwntxa&ting s

partieﬁo In this 1tem, the staff is r@camm&ndxng that the

pation in the West Ewmigh p@@l and a small decrease iﬂ the é

R R T T R S B S

~pxaductive llmlt$ are chauged substantlally by reason of

- further development or by.ﬁeasan.ef au_aﬁnual r&viewa.

| production limits of the field during an annual period,

]’,

schedule which is atta@hed, which fallows on page éO of ywmf

agend& itam - which pravides for minor revisians in thres m*ﬁ,

2

the four producing zones in the Rio Vista Fielé in‘which we i

"J

are participating amd,spwclficallysa small increase in paﬁmmiﬁ

West Hamilton and Sast Midland pools -- be apprnved, becaﬁww%:
they have been found to be technically correct as'prpsentﬁé |
by our lessee, This is an aﬂnual avent wmth the Lands Cnmmmﬁy
sion under this caatract vecause there is new development in

the Rioc Vista Fleldo The camtracm provides for this when aﬁﬁ'

MxﬁcaAMrzom°‘ Actually, we have had it more
ﬁrequently than annuallya

‘MR, HORTIG: Because there have been hhanges in the;

| GOV. ANDERSON: I'll move it.
MR. CH&%PI@N:‘ Second, stands ap?roved.
We are in the position of not being able to get a
majority vote for the budget, because I will not votgfpt it,
so we will have to pass that items s

Authorizstion for Executive Officer to execute a

service agreement with'crascanﬁ City Harbor District for

QEFOR OF AUMIRISTRATIVE PROCEDURE, 8TATE OF CALIFORNIA




11

12
13l
141
16

le-

17

o = |

19
20
21
2-2

23 |

24

2B |

26

. BRNTS B3 IOIM 8RO

15

S N e

w 0 N o O

10}

Survaying'SExvices ta'be xenﬁeréd uﬁd&t the grévisigns of

| Chaptar 1510/63, payment to the State to be the- Gﬁmmissxau s |

»'aatual nasts, nct ta &xceeﬁ 97 2@04;

| amvg AﬁQERSON‘ 1’ 11 move ite
MQ C A _f"i'
Erapnaad~0il and Gas Lease; 3,420 acrasvtide'and7

TON: Secand, stands approved.

| snbm,rge& lands in Gramg@ County -- Parcel 17.

- Mr. Hortig?
MR& ﬁﬁRTlGé As the map fmll@wing your agenda page |

46 indicates, the Commigsion has pxevieusly~auth0rizad and

 they are aurreutly advertiszng 16-4 imm@diately adgainxng

the existing lease to Humble, w@&ch is the site of the

Monterey zaland aﬁf Seal Beach.

The remﬂmm@nﬂatxam is that ?arcei L? the next

yaxcel to Parcel 16, may be autharized for bid - puxsuant t@_'.

the saquen&ial biddlng‘paliny of th@ Commission,

GOV, WERS ON: T move it, (
| ‘MR, CHAMPION: Second, stands &ppxevad, |
“ ated by the

ﬁ@ﬁfirmatiun of tr&msactiana COonSumn
Executive @ﬂﬂlﬁ&r pursuant to authority eenfirmed by the
Commission at its meeting on Qctobex 5, 1959e

MR» HORTIG: These items conszisted solely of ex-
tensions for ‘standard pariod$ of time of three existing
geological survay'p&xmltﬁ praviemsly antharim@d by the
Commission,

GOV, ANDELSON: I move it.

(‘JFF!GE’ OF ADMINIBTRATIVE PROGEDURE, BTATH QF BALIFORNIA




MR& CHAM?IOH° aecamd ap@raveda We have‘an o

flﬁf@tmative xeport am tha status of majar lxtlgatinn¢

R zm.@ HGRTIG* On which the only particular change of|
 .smbstanc@ on ﬁh& 1ast repart t@ the Lammissi@n is with reSpeeF ,:
§3ta Case~mﬁmh&r 5 in the ﬁﬂited States supreme Court, United
States versus State of Califormia, rﬁlative-tcathe;lacatian
' o£fthe’¢ffshore boﬁgdéries bétween1and&rua&er the*paramDaut;~

 jurisdiction of the State and lands owned by‘the~§tétg,ffor

© B W e O N K’ N H

such purposes aé minerals., Pursuant to this, there having

‘been action by the United States Supr@méﬁﬂeuft and in view off-

1)
o

11| the fact that this is being processed fox us by'&ssistant

12' ’ﬁttorney Genetal Ge&din, perhaps the r@p@rt on this and the

13 ’requirements we are goiag to have to meet would nQW'ha in

14| order. Mr. Goldin? | | | o |

15 | ﬁRg @Qmﬁlm: Yessiﬁxgtﬁoxtigo The item is relativ@iy
18 st:sﬁax;ﬁ explanatory. In March of 1963 the Federal Government |
17 filed a supp!emental ccmplaint in tha cld Ue 8. versus C&ll"k :

fornia Q&ﬁ@e The Atterney General s Office moved to dlsmlssf‘>

=t
o

this on the grcund of moctness and because of failure to

gt
‘a .

20 | prosecute. Recently, the Supreme Court made its order po*
'31,~ mitting the Federal Government to file,itsvsupplemental come

22 | plaint andAﬁemying thé'Stéte‘s mﬁtibn to dismiss, At the
o5 | same tima, the Sugreme Court imposed certain time 1imitatimn$# :
24 We have sixty days from December 2, 1963 to file an

25 answer to the supplamantal complaint and wi&hin the same ting
28 | we are expected to brief the exceptions filed by the Special

DFMCE DR ADMINIBTRATIVE PROGERURE,: BTATE OF CALIFDRNIA
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1 .Master with the Supreme ﬁaur& in 1953 whinh aacaptimng have f a&
‘ 2 mot been acted upgn.ta date. We have also bpen afﬁarded an i
,ﬁ; : 3 appgrtmnity”to £ile amd brief any additi)kal exa&ytimus we
iQi »4  may care o present to the Te Sa Supreme Court within,that
° | 5';sam@ time period, | |
8 MR, CHAMPION: What was theé time pea:io:i‘?
7  MR, GOL@XH; 8ixty days iramuﬁe@ember 2, 1963¢
8| MR, CHAM?EON* Time is now running.
9 MR, GOLDIN: It 8 running, sir. o
'10 ‘MRQ»CHAE?ION: is there anything further under

11} 1itigation? |
12 ’,\ | | ﬁkm HORTIG: WNe othar substantive changes from the

'13N_la$t report to the Gﬂmmiwsiov, Mr. Chairman,
4] . MR, CHAMPION: We hmre the next item -- Pending

15'v‘studxesrcf tide and submerged 1anﬁ grants, a suppl&meatal

A
o
o

item, Wlll ‘you explain that? , |
17 ] MR, HORTIG: If 1 may naraphrase the agenda item

18| on pages 52 and 53' He Ro 512, wrltten by Assemblyman Petris |

19| and Kennick ha@ been referred to an interim committee on
20 | natural resources to study the conditions, provisions and
21 resxriatians iu,gran%$ of tide and;subm@rgad'landég the

22 utilizatiaw amd'ﬁevalépmant\éﬁ these lands, the éemplianﬂe
23| with the provisions of grants, and the‘establiﬁhﬁ@nt of
24 | appropriate conditions, trust provisions, and reservations fol
25 | grants of tide and submerged Limds.

28 | Mr. Chairman, you noted the existence of this

OFFILE OF ADMINIBTRATIVE PROGEDURE, §TATE OF GALIFORNIA
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:5¢fesalutien.an& dir@cted the/stafﬁ to. prepare a reeammende& é"

vk,;,’[

0

; posxticn, including the interests of the State Lands Cﬁﬂmiﬁ”é
‘raian and the Beyartment of Finance,' Pursuant to this dif&kf€7’
1{ ﬁhe staffs of the Staﬁe Lands Bivzsien ané of the State Offd @%n
f af Plamnxng have Jointly undertaken the accamglishmanf of ‘

this assignment -- inventarying the terms und@x which gxa&zﬁ?

”have geen made and the zoning practices, hew they have been %

xeportlng back to the State with respect tm tbe trust a$$&t$w

®© ® [ e ;o W

Pzelamznary xesults @ﬁ the study 1ad1cate that a

g

10 | lack of continuity and a marked disparity in administrative
11} authority relating to tide and submerged land grants has
12 devéloPedgthxaughnu£ the years. As one specific example,

] | |

L3 | revenues obtaiﬁeﬂ by virtue of therpethLEum.resources in-

14 herent to the txde and. submerg@d lands granted in trust to

15 the Cities of Los Angeles, Long Beach, Nawport Beach and
18| Redondo ﬁeach are distributed differently. Originally, the

17 | grant in trust relating to tide and subméxg@d lands to these |

o

18 | cities permitted these cities to retain one hundred per cent

19 nfythe xevénue == which, as you know, has been mcdified,,but
20 | only in the case of the City of Long Beach, to provide for

21| payment to the State of fifty pexr cent of the oil revenue

22 | and one hundred per cent of the dry gas revenues; and, pfesmﬁt.
25| the Cities of Los Angeles, Newport Beach and Redondo Beach,
24 | during the wyears 1959-1963 produced in excess of two million é

25 | dollars of oll and gas revenues, of which no portion was
26 | shared with the State. This averages out, as you can see,

QEEICE OF ADMIRIBTRATIVE PROCEDURL, STATE OF CALIRORNIA
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| programs for addltional develapmento
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| bear to the amount of money that was granted last year by

| would be on top of this amount of momey?

1 able division of revenues derived from the mineral resources

only fiVP hundred thousand dollar; a yﬂar, but there are

i MRa CHAMPIQQ., Did I hear you say.*wmz five hundred
/Lhousand dollars7 |

| MR. HQRTIG“' Comparatively, comparxng it with the
order of magnltudn of what happens to’Long Beach and only
as yet with programs for expansion of this amauntq,

MR, CHAMPION: What relationship, if any, does this
the Legislature for upkeep of beaches of this area? This

MR. HORTIG: Definitely and separately, Therefore, |
it is suggested, in view of the recent efforts to develop a
'mbxe‘consisﬁent policy with respect to conveﬁanée and ﬁse of
tide and submerged lands, that the Commission consider recomQ‘

mendations to the Legislature designed to insure a more equit+

of tide and submerged lands granted in trust which could be
incorpcrated in the future recommendations of the interim
committee assigned to study House Resclution 512.

The purgose of this suggestion is to determine
whether the,ﬁammiésion‘wishes to instruct the staff to pursue
this particular~phase as a5pe¢ific phagse to bhe included in.
recdmmendations to the Commission and the Department of Finang
for recommendation to the interim committee studying tide

and submerged land grants.
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| Mﬁq‘CHamyxans There are reaxly Ewo chulces here~}

One is whether to pursue it in Qonnactlon with thu possmble

openlng of the aonslderatlon of the pelcentages in Lang

Beach; the othar is to leave it to more genéral cansideratlau

of tideland grants, on which the 1nter1m.aomm1ttee is due to |

report in 1963. |

MR; HORTIG: That is correct, $ir. It was the
staff's thoﬂght; inasmuch as.the purpose of House Resolution
512 is directed to swme'chanée‘ofrachieving uniformity on

all tideland grants, and since Long Beach is"already_a

special case, that probably these others should be considefaﬂ,

in conjunction with developing a uniform,policy for all tide~|

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

in connection with the specialized con31deratlon of Lang

| Beach, bring administrative and geographical problems into

anémea‘ofdisgussién that has been so far localized in Long
Beach only. | | | | |
GOV, ANDERSON: What was the initial theory im
giving those areas one hundred per’ceﬁt of it?
MR. HORTIG: Well, the initial theory was that the
lands were being granted for administration to the local

agencies for development of navigation and fishing. The

majmritysmf these grants were made in 1911 to these communi-.

ties for harbor purposes,

GOV, AMDERSON: Do they spend it for that purpose?

MR, HORTIG: When it was discovered, as in Loug

by fvierin .
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1 aach; that'tﬁéy"ﬁereﬂaISQ oberiaﬁing~oi1 and gas deposits, 3
 -2w in:Maxsha11 versus the State of Cal@fornia the Supreme Gourtg!lwé
: 5’” said that the State had granred the 011 and gas with the

 4  other 1and granted, but thev also required that auy proceeds‘
5| derived from'these lands would haVevto be restricted and ex- | |
8 'pended for trust purposes only. In fadt;'undet the 1959 | ng
7| statutory requirement thesemmunlcipalities who have oil and | ;
8| gas revenues from tidelands must report the nature of the

| 9“revenue to the State LandS‘Commlssxon, to assure that there
10| is a record that they did maka such expenditures on tide and ‘

11 'submerged lands fer trust purposes.

12 | nOVQ ANDERSON: Now, in thé case of these three
‘is  citi@s, whan“they~spénﬂ 0il revenues do we check their
14 | expenditures?

MR. HORTIG: S

15 On the first of each vear, Lhey are xequired to

18 ~fenort to us what they exPended and the purposes for whlch they
17 | expended it, and we check 1t, |

18 GOV. ANDERSON: ﬁnn if Wp don't agree with it, what|

19 ’hapoens9 B | |
20 - MR, HORTIG: Then we ask the Attorney General if thd
21 expenditure qualified or dld not. As a matter of faﬁt, we
9o | are in litigation as to determinatmoﬁ of the proper haﬁ&liﬂg
oz | of a portion of these funds with the City of Redondo Beach.

24 | It is in your tabulmtion of litigation. |

2B GOV . ANDERSQNz There isn't any prior approval?

‘23 MR. HORTIG: No siyx, there is not. |

GrEIaE G Apmmw'x‘li:\‘rlvm PROCKDBYRE, STATE OF SALIFORNIA
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22

‘been xﬁentlcal or the 1aw ig. the same that requlxes expendm-

rpurposes of a speciflc grant may vary, but in each 1nstance

,tive change for pri@r approval of the expendxture* Coming in

0 QD <N & R

P
G

 of their tideland funds as a small percentage of their budget

MR CH&M?ION' But the grants in these cases have

ture of the'mmney7'

MR, HORTIG" They are substantiélly'the ‘same. The

the revenues ou the tidelands grant would be-embraced

G@VqlﬁﬁﬁERSON° Shouldn't there also be a legisla-

a year after they spend the money is a weak thlngq
MR, HORTIG: This is correct, but practically it is

again a matter in order of magnitude in a municipality that

has low tidelands income. This is comparatively at the momenit

Newport Beach, who spent such a large amount of their municip
funds on harbor development. There is no real problem with

respect to determining the qualifications of their expenditur

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

a problem of whether or not there are extensive operaticms
for which tideland funds are expended by amﬁnicipality -—
which subsequently might be an extremely difficult situation
to correct. Under those circumstances, again depending upon
ythe degree‘aﬁd the oxder of magnituﬁg, it a@uld be very desiy
able to have a requirement for advance approval. |

| MR, CHAMPION: There are a number of questions of
this kind that we are now considering, in connection with

possible legislation concurrent with the '64 budget session

51
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'and the pOlicy questions that wxll tie involved in thls survey

 a meetlng, at which we would take up what weuld be the Lands I
~ Commissxon s off1c1a1 rerommendatians to this cammittee and
the Leglslature at that ﬁlme w-»somptime<1ate~in January

before the 9essmon, Would.that be agreeable?

| peints com e up and we tend to foraet about themo That s

1
2
o
I - b
g
~
8

why'I suggest every so often the staff prepare somethlng,
f A month from naw I mlgh? forget it,

| prehensive pictu‘e. In many thlngs we are late, There are
'many prablems Ln.ccnnectlon w1th these different grants and'h'
1 many situatlonsg 1 would,like to suggea§3~witheut ﬁirmly
 setting a meetiug right ﬁow, that tﬁé'stéff~woul&'prépare a
'pOSSLble@genda on that matter and then suggest a poselhle

R meetlng before the Legislature,

- an agenda for the‘meeting, we will see whether it would be a

| o£ the interxm comuittee, I would thlnk,we mlght weil scheduﬂ& f

GOV¢ AEBERSON‘ My only thought wa.s that these'

Today it's pretty clear to me ‘there should be prior approval

‘MR, CHAMPION: 1 agree that we should have a com-

((

MR, HORTIG: We will do that. ; S
MR. CHAMPION: After we have had a chance to examink

worthwhile enterprlue.

Schedule of 1964 meetings of the State Lands
Commission - - I think we ought to wait. Mr, Cranston will
be here in five minutes, so we ought to wait on that,

GOV, ANDERSON: I haven't had a chance to check thils

anyway.

OFFISE O ADMINISTRATIVE PROGEDURE, GTATE OF QALIFORNIA
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'Commission taday, for cansxdﬁratlon by the Commissianets and

“pOSSlble aetermlnationAaL the next meeting as to needed change

"salary of the Executhe Ofﬁicer7- I nevey heard of it, As g
Director of~Elnance, however,.we did submxt a,formalrrequest
- to everybody as to what their recommendations would be for

| salary increases. I assume this is in response to that.

© ® N o &6 b K v H

- Mr, Chairman. Under requirements of the Constitution with

L
fs

'Commission, which the Lands C@mmlsSLOn;w1ll con91der at a

1 mination as to pay scales for civil servxce positions, that

“open, Lhenlan action by the Department of Finance that salary

could be increased without further action?

MR@ CHAMPION” Now, what is this item about the

MR. HORTIG: It's a follow-up on that, actually,

reSPect'to th= pay scales to be effectlve for any eXEmpt
p031timn, we are informed that in the event of a con51deratlor

and recommendation by the Departmﬁnt of Finance to the Lands

',future date after the Personnel Board has alsc made 1ts detér¢

any decision or any approval of the Lands Cmmmission, hopefull

upward could not be effertlve prior to the date that the
Lands Comm1551on had decl&red the position'’ s salary range

open for adjustment study.

MR, CHAMPION: If the Commission declares the salary

MR. HORTIG: No, sir, It takes further action by

the Commission; but even if the Commission were, as a hypo-

thetical example, to take action at the January meeting, unle

| | 2%
MRW HORTIG. ThlS is actually belng preseuted to the

S.

7
1624
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" the Comm1351cn had previous]y daclared the salary open for

f,adjustment such adjus tment‘gouldknot be‘effectlve any earlle

: gested here that it be declared open for adgustment so that !

: assumed1y will be for civil service positlons.

IR T - T DR - R R

' all\salariesvand the date shou1d be fixed. I am not certain

 it‘wi11 be January. That certainly shouldﬁ’p be precluded,

is stmll up to the Commlssxane

| discusslon on that.

r]

 than the date of the‘CammiSSion's resrlution"and'it'is*sug“7 ’

if the Commission later 1ananuary should deterwine this weuldi,ff

be approprlate, this could be effective on. January 1, as it K‘

MR, CHAMPION: I I think it is approprlate the Comm1s~

sion should do this because there will be consideration of

e
i

however,in any way.

MR. HORTIG: I w111 state that the suggested date

MR. CHAMPION: 1 assume they will accept the same
pattéﬁn as‘thefrest of«rhe exempt positlons. Is that satls—'
factoﬁy‘tq you? 1I'l1l move that we approve Item .9 regarding |
the salary»Janﬁary first, It will stand approved.

I think that that really;caﬁries,us to theitwd~

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

Long Bea¢h,tidelands parcel and the other is theﬁbraposed
budget of the Stéte LandS'Division; I hesitate to begin the

(At this poxnt Mr. Cranston entered we 11310 a.m.)
MR, CHAMPION: The two items still‘requwing action

are, one, the proposed budget of the State Lands Division, onj

QFFICE OF ADMINIETRATIVE PROCEDURE, GTATE OF CALIFORNIA
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Frank?
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~which I traditionally reserve myvvetefbecause of a conflict

| as Director of Finance. Would you make that presentation,

MR, HORTIG: Yes, Mr. Chairman, As detailed on

pages 41 thrgugh 44 of your agenda, the State Lands Eiv1sion

has submitted a proposad expenditure program for the '64-'65

fiscal year, in accordance with administrative policy and

directives and within the allocation control reconmended by

 the Départment_of Finance. Therefore, it is recommended that

thevCommission approve the submittal by the State Lands Divi-

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

MR, CHAMPION: I‘might add that there is something

that sheuld be neted in tﬁis budget proyosal and that is,
;that it would establish in Sacramento a muck hlgher level

i; posltion,as assxstgnt to.Mr, Hortxg,,to handle the‘affaxrs‘of

the Commission in Sacramento, than has previously been the

| case. Technicalpreblémsand increasing volume of legislative
concern in"items before the Commission really make it necass-|

ary for this kind of 1maisan, in my opinion anyway, and there

is such an approval of this kind of posmtiono»
This position is also intended to further investi-

gate for the Lands Commission and meet what I would consider

| to be our responsibilities in the avea of natural gas. Therel

have been a number of proposals to bring the State's {nterest

in natural gas to some focal point outside the Public Utilitd

review by theyﬂivisidn'of Budgets and‘the Director of Financai;’

ORFICE OF ADMINIBTRATIVE PROGREDURE, BTATE OF SALIFORNIA
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,.Cgmmlssion, Whlch has a regulatory reSpansibility and not a
 ‘pm1icy re&pous;blllty in terms of farmulating State pmlicy,?
‘_ &nd it is hoped Lhat this p081tion aould aiso be used to |

“‘prov1de a focal pomnt for that interest.

‘Gtherwise, 1 don t think tnere is anything further new in

| thg hudget Frank is there?

© © =2 05“201‘4!#,"'(-71 Nl-‘ *

*mandation’and the review and recommendations of the Departmer

~of $25 OGO atd what will that entail? | | :
MR, HLREIG' This would be a one-item reproduction

b=t
P

af‘the basmc land title records that must by statute beroﬁ
 sarutiny, relative to land titles -- which are becoming

in usabla,form\for perpetuity. As far as;land title records

- Those two points are 1nvolvcd 1n4that pcsition.
MR, HQRTIG‘ No, 31r. There are-n@'substantive
changes in the proposal here before the Commission erfréﬁdm*

Qf Flnunce

GOV« ﬁNﬂERaON. The ”Bocument Repraductlon ‘Ltﬁm

‘file with the State Lands Commission and available for publid

frayed and obllterated and must be reprcduued in order to be |

are concerned, this is a replacement of records that the
Lands Commission is required to keep. .

| GOV. ANDERSON: Those ére records we keep in |
Sacramento? | | | |
v MR%4H0RTIG: ‘Yo replace records that are'wearing'
out and‘whicﬁJare‘nn file here in Sacramento.

MR, CHAMPION: Any questions on the hudget?'

© OFFICE OF ADMINIBTRATIVE PROCEDBURE, BTATE OF CALIFORNIA
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ot GOV, ANDERSON: I'1l move it.
2| MR, CRANSTON: Second. |
w‘3 e HMR,'CHﬁMPiﬂﬁz‘ It!wiil‘stamd'apprcved;aﬁd record,
7;4  please, that I‘am n0t VQting;“ i |
: 315 N e | MR@‘CﬁﬁﬁPIOﬁ’{¢ontinning} The ofhér;item'to come
? ¢J% @ k before us thiﬁ*ﬁcrning,is the approval of the diiiling,aﬁd
: -7} operating contract, Long Beach Harbor Department tidelands,
' § p»more commonly knﬁwn as the “replaaement“ contract.
9 | 1 have a wire Whl“h 1'd like to read and I think
u” ,;0 we should hear some further'expert opinion. 1t is addressad%
11 to me as Chairman of the Commission. It reads:
) 1% ”Approval of the Long Beach Hxtbor Department
e ;5 . Reglacemant contract which includes the trespassers areg
;;f;ér under exxst;ng and pending-unitizatian‘agreements not
 115;~ oniy could fénderktha'cantraat invalid but may actually' 
~,316 | opefate,as a constructive fraud upon the State of Cali- |
~1? ‘vfornia'respectiug the?inalienable,SQVereigﬁ title held |
f‘lgk by the State pursuant to Article 15 Section 3 cﬁ the
191 Constitution of this State, It is therefore requested
1 ) ,20 o that you not take action pending full investigation in
=1 the premises, Suth non~action will nmot result in
=2 | -mandateryualosing of the field aééllégad by the agents
35‘ . of the trustee City of Lang.Beaahinasmuéh.aS the Harboy
24 Department can legally continue operation during an
‘25 interim pariad.# (signed) Virgil O'Sullivan, State Senator™
26 SR | |
OFFICE O ABMINIATRATIVE FROGEQURE, BTATE OF CALIFORNIA
SRTH 6083 10BN 55O |
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'read that it came to all of us, not: Just to you, because I

know I got cnes

'all/membersg There was no such 1nd1catlon here@

" sent and when it was veceived,

it says ”ﬁeliver deme? ' without any time stamp on it; but it

- was ln'my marnlng mail when I arrived this morming at nine

S | | , 29
GGVQ AHBERSQN“' 1 think,the cammunication Should |

MR, GH’MION, ALL right, It has been received by

MRs GOLDIN: Pr. Champion, I respeatfﬁliy suggest

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

MR CHAMPION:vaell, it was recelved by'me -

o’clock, v |
| Gﬁvﬁ;ANDERSGN:' The Sameay ghen»canvwa ask some
éuestionﬁ abdut'ié - later on or now?

MR QHAM?IGN: 1¥d like toéay~s¢me£hings in
general about this, without special reference;to this wire,Qv
but just about the‘general situation; ansl tﬁeﬁ go to the
particulax questiens in the telegram itseif, |

Some of the things that I wanted to say, and 11l
say them as briefly as pnssxble, wexe statements made before
the -joint committee hearlngs the other day hut 1 think they
bear repeating at this time.

One is that we are here dealing only with the

replacement contract. We are dealing with the replacement of

r

the present opervating contramt whinh is different in several

respects in content from any contract proposal before us with

QEFILE OF ADMINIBTRATIVE BROGEDURE, STATE OF CALIFORNIA
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respect to the new Wilmingtou‘Fiald == which is, of ceursé; S¢

”new'Wilmlngton,Fleld dally,

_,General who 15 the off1c1a1 1ega1 agviser for thls Commzﬁs;am

w 0 N o G & 1’ ™

.ﬂleglslatlve request” meaning any duly authorized committee

18

o

muchylarget@ The xelative,yieldskare under forty thousand
barrels ﬂnder'thé‘replacement centract; potential yiejds'are A

estxmat&d at one.hundred sixty thousand ba: rels upward in thL

At all stages of the discus@mon of the replaCEment

:(\.

contract we have acted on.the ba31s of’adv1ce of the ﬁttorney

as well as for the State of Calsfornla, that Lhe.doeuments
are sufficient; that_they are legal; that they do not iﬂvgblvei
anyfof.the various legal complications which have been rﬁ&séd
by those opposed to ox questioning the cmntractm' |

| There has not been, nor is not now befors us, any

1eglslative request that we not approve thlS contract ==

of the Leglsla*ure, ‘In one committee a proposal was madé
that we be asked tcrdelay and it was disapproved by-somethlng
like a vote of eight to four, seven to three, something of
ﬁhatcharactérq Chairman Thomas of the Gegera1 Audits Com~ ||
mittee made it perfectly clear that his request for us to |
appear was in no way intended as a reguest that we delay the
contraatg He made that very clear and his committee made
no request for us to do £0. |
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

OFFICE OF ADMINISTRATIVE PROQELURE, BTATE OF GALIFORNIA
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~any other solution in‘maintaining the £iald, NOW, there may

ubeylegal wayskto dd it that are nct pract1ca1 and Lhere>nmw«:v

- no legal and praﬁtmcal ways that Chis field can be kept in

" operation if this contract is mot fulﬁllledm

'staff also infoxms us that this is a substantial improvemens

© M 9 e o s WM K

over the form that was arrived at formerly have resulteé in

" done under that 1awo

‘have been cited in the past as to profits undexr the ¢ld con~

it now has; that it has had no authority under any legislatdy

be practlcal ways to do it which are not legal, but thele any

L might,alse say, lest all of this seem to be cast '

in responsive terms to criticisms that were made, that the

on the present contract; that the affirmative efforts of the
Lands Commission to improve the terms and the affirmative

éfforts‘of the City‘of Long Beach to improVe the cantract

very’smbstantial improvements in this cnntract, and all of ¢
procedures in this ha»e,bgen»as dictated by the Legislature
in the‘past:and~we have no new'legislative instrﬁctions. W t
have a law under which to operate and all of this has been

I might say with resPect,to some ei the figures ﬁ%@*

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

State LandSVCOmmission; that this is;entirely a matter«arriﬁg;

at before the Lands Commission was given the.jurisdiction ﬁﬁ%}

tc deal with ﬁhé'tarms of the contract arrived at before it
itself assumed its present responsibilities with respect to

this field.

oot 3
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‘;1'* There ma.y be m:hen poa.ntes ox questlcns; vlargely |
2 1ega1 in character, that are posed by thls, but this is the -
-3 preJent situatmon which the Ccmm18810n has before it in.dea1;
4 1ng'with the prepcsed replacement contract, ‘and I think now
5  Wnuld be the time, first for questisns by the Cemm1831on 0f |
6 >Mx§ Goldln and Mr. Hortig and then, if there are others whov;’
o | ’7.'w@uld like to testify or speak to the points raised either in
‘ 35,35  8 | the wire or in the coﬁtract, why we would be glad to hear from
ﬁ;41 , o | you. | \ | ‘
;;!E!f 10 | MR, CRANSTGN#. 1'd like to ask Mr. Goldin to commeng
- 11| on the content of the Senator's wire,
12 | MR, GOLDIN: Mr, Hortig, may I have it please?
13 | I am not certain thaf I perceive pxecisely the lent or'paln 3
14  which Senatcr Q’Sullivan’s telegram.seems to make, but I will
15‘ attempt tc answer What I think the telegram meaqs@ |
18 First, I wuuld like to point out that the area
8 17 covered by the contract does not incluég-any srea that is not
18 | clearly owned by the City'of Long;Beach@ vThe épntract does |
’j.,' 19 | include a disputed nine-well areaa"ﬁagever, this area is
iﬁff, 20| clearly owned by the City -- the only question is in what
ﬂ fF;' 21 ’capacity, as a general municipality or as a tideland trustee;
?5\232 22 ‘but, in whichaver capacity the City owns this umine-well area,
23| in our opinion it does not affect the validity of the contract.
24 Inaidentally, the same nine-well area was always
25 | subjeect to the existent L.B,0.D, contract and its inclusion
26 nevarvwas considered as having affe¢ted’the validitcy of the f

OFFICE O ADMINIBTRATIVE PROCEPURE, BTATE OF CALIFORNIA
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 existent aantramtﬁ So that, axcept for the ninemwell area,
‘ftht instant reglaﬁament contract has noﬁhlng to do w1th ﬁism“‘

‘pute& areaw in the Harbor District,

r$to ~ .= I8 that what ha talks abau when he ﬁaiks about the

trespasser area?

'portlﬁn of what Senator 0'Sullivan calls the trespass area,

o 0 -3  @ *01 LN TR I §

| which is embraaed Wlthln the replacement contract,

e
e

v'yes, Governor,

)
o

| raising'the queﬁtion oﬁ»a~aonstrnctive’frauﬁ» so that beiﬂv

B

the case there 15, ln your opinion, no constructive ﬁraud?

oot
~3

| agresments, In this connection, I would like to comment that

| Such apprmval will have %o be done as a‘rasult of indagendant

| action by the State Lands Sommissinnn

GQV; A@ﬁERSGH* *he nlnamweli area you are referxing"
MRo Géﬁﬁlﬁt I believe it is the portion == the cﬂly

| GOV% ﬁﬂﬁhRﬁGﬂ* When we think of the trespass area,t
we are thinking of ‘the nine wells? |

MR, GﬁLBIN* W1th1n.the-meanlng of this contract, ]

MR, 3HAM?;QN: ;An& it is on:thatgpaint chat hefisf_‘
. MRp GOLDIN: Eo, in my opinion, Mr. Chalrm&nﬁ

Next, the telegté&,ai&udes to existing and pending unitization

the appraval;df this replacement agreement does not constitute

Conmission action or approval as teo any future unit,agreeménta ""

Now, most of the so~called trespass area or disputed
area is in Fault Block IV. The Legisl&tuxa already has allowgd

for the extension of contracts in even disputed areas in Fauld

OEFICE DF ADMINISTRATIVE PROGEDURE, ETATE OF CALIFORNIA
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'arriV1ng here this morﬁinga I thlnk Whis legislation is

,exten51on of thess aﬁntracts wmthnut competitive bldding, aﬂﬂ‘
,by express provxsion in this statute, such exten31ons do not

‘affect the status of aﬂy boundary disputeg'

0 @ | @ O s w4fks

y agreement,by specific provision in Public Resources Code secm?

 310ak 1v by specific legislatiun. Now, I am trusting to my ;

frecollectlcn, since h was not aware of this telegfam.before

Chapter 1551 o£ the Statutes af 1959, whlch allows for the

S*m@larly, even in the case of approval of 4 unit

tion 6879 the Commission's a provel of a unit agreement does |
. P | : |

not affect the location of the uplands and the tidelands

v,boundary in the Harbor District,

The last pnxnt that 1 would llke to cammant wmth

 'respect to the telegram is a reference to a constltutianal | |
| pronibition against alienationﬁ' In this ccmnection; I'réspecﬁ'
' ifully direct the Ccmmxssxon.s attentxon to the speciflc langun'fﬁ
of the replacementAcontract, Section 3, and,more particularly

'x\that portlon which is on page 15 of the ccntractgy“éfter the

parties aaknowledge that they have entered into the comtract

“with ful; knowledge of the statutory trust provisions, the

contractrprnvﬁﬂes,land I gquote in parts

"lt is not the intention of the City to nor dues
the City grann, cunvey, give, ox a11en te or vest in the
contractor for any purpose whatsoever amy title, 1nterast Lo} o

estate in or to any lauds whatsoever or any title, interest

ORFICE OF ARMINTETRATIVE FROCEDURE, YS‘(‘ATE Ol‘ CALIFORNIA
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and;og other minerals underlying any lands whatsoever or any'

title, interest or estate,in or to said oil when removed from
any 1ands'until‘solda” ' The contractual provision then

PR

Q\Qﬁt ;Lnue.S ™

Consequently, in my Oplnlﬂn T do not believa there

is a valid.nriflclsm,based upon & violation of a constitutional
prohibition agalnst'allenatmonw

In recapitulation then, gentlemen, as far as I can

Vo R T SRR TR« R S < BT B

see the contract'ww that is, the replacement contract ww does |

=
Q

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

L
(]

Harbor Districts We fail to see how the approval of this con=

Al

fond
©

tract cin affect the status of any lands, either inside oxr out

[
24

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

bt
Lo

a moment before, the approval of the caﬁtrﬁct is not the

fod
R

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

=
®.

agreements, iv isfexpressly provided by'statute'thaﬁ the‘ﬂbmﬁ 

o]
-3

‘miSSlon action in SO apprcving does not affect baundary

lGC&thnSa‘

gt
o

MR, CHAMPION: Are there any further questions of
Mr, Goldin? (No response) I%d like to ask one other thing

D b
oo B Vs

21 | that's raised in the telegram, although I did feel this is not

22 wholly germane -- but just to Jdeal with the QueStiﬁny That ’j |
23 | is the matter‘raiSed.that nou~action would not result in ‘
%4 | mandatory dlcaingof the‘fiéld because the ﬁarbar Depar tment
2% | could legally continue operation there, I think it is agreed

<8 that they could legally, is it not, My, Gbldin == that they

OFFICR OF AUMINIBTRATIVE PROCEDURE, STATE OF CALIFORNIA
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13
i
16
18

17
18|

19| them might be revealing to the GommiSSiena'

20

21

22 |
23 |

4
25
26
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could legally continﬁe‘OPEratiah‘there? L mean«théy~cou1d

of Eong Beach c@uxd lagally take over the Qgerﬂtlon, as set

 forth in Senator G“Sullivan 5 telegram”

a RN I« SR S C R I

- take over operations theres the Harbor Eepartment of the City

| MR, GOLDIN: That is correcta
MR; GHK&?IGN, But tbe questlon is whethe1 thmﬁ 15
practicala Would you speak to that, Mr. Hortlg? |
MP HORiEG' The practlcablllty, I he11éve, would
turn on rhe abllity e and desy1te excellent staffmng 1n,the
Harbor D&partment —m 0 suddenly generate staffing of the

oxder of mavnmtude and the capabillty of the.present contractd

who is cperating in the fielﬁ5 so that they could be availabld

| to continue the Operatlcn as of‘mldnight March ?Orh when the |

prasent contract eﬂplresn o o 7 | R

. In view of the fact tnat Hazber Department repxesent
tives, and paxticularly techniaal»xapreSentatives,rare here
today, I think their comments op. what sort of a problem théy"

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

MR, CHAMPION: In view of the extended nature Qﬁ

this controvensy, I'd Like to settle even the irrelevant ques~

tions. Would tha'Lcng-Beach Harbor District have a repre=
ﬁentative to speak to this qua&tmonz

MR, SPENCE: Yes, sir. For the record, my name is
John Spema’, Assistant City Attorney, and with me is Mr.

William Smith, Petroleum Engineer. I¥11 speak only of the

o
5
.

T,

ez

g3
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don't have an oil purchaser. 4n oil contract requires

| the same procedure as an operator contract, so that is the

@ o N e O R WD M

ot
b

| idea of the City takingfover operation =~ the City does have

ol

 visiQn'and,eﬁg£ﬁeering for the field, However, there”is a

H‘
Q‘

=
© o

the practical engineering aSPEtha

The bmg hurdle in this case, of caurse, is what we |

would do with some forty thousand barrels of 0il a daya We |

have to dlspose of 1tn We can't shut the field dﬁwn* we have

to cperate, and with farty thousand barrels 0f 011 a day we

main practical hurdle there -= no way of disposing of this

oil.

MR, EMITH: I am W. Ao Smith from the Port of Long |

Beach, Some additional practical reasons for condemning this

a technical staff and we do pfbvidertha‘majorityof the super-

large staff of*enginaers'and particularly~fiél&’emgloyees

which are presently emp10yed by the existing contractor and

Wh:ch'W1115 we assume, be employed by the contractor under thq

new.contract¢ On such short notice, it wculd be v1rtua11y Lm-

possible for the City to acquire sufficient field staff to

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

that the presént employees would even be available for a posiA

tion with the City under civil service,
Onea side aspect is that we would have to establish
these jobs under civil sexvice, and this is a time-consuming

procedure,

37

‘ sowcalled legal aspects ef thls M1 o Smlth w111 speak abaut
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| Lhe rastrictlans whxch the Clty has to operate -- that 15,
_ campetit1va blddxng«~~ would be almost 1nsunm0untable,- As

- you have been told befmre, there are thnusands of diffar&nt

on an emergenﬁy basis in some inﬁtances, and far the Clty to

~‘attempt ta acquire tnasa, even dewn to the 1nexpen§1ve items,|

w 0 e @ s W N

by ccmpetitive bidding would be a complete handicap on the

‘about that L.B.0.D. has?

\There are represencatlvaa af L EaO#BW here and I can probably

| question before the Commission is not whather it can ox

In addition to this, th& problem af acquiring

materxals and 3erviees for the operation of the field unﬂerf'

items whlch are requitﬁd on a daily’basis, on short notice,

operation, as we see it now. |
MR»VGHAMPKQN:V Thank you. ﬁny further questlonSV
GOV. ANDERSON: How many ewplayees are we t&lking

%R,'SMETH‘ There are in excess oi two hundred

get ‘that answer,, e | | _
VOICE="Apprdximately‘three hundred. |
MR¢ SMITH: Approximately three hundred, |
- MR. CHAMPION: Any further questimns* (No reSponseé
Is: there anyone present who wauld care to make any further
statement or comment on this matter? (No response) Well,
that being iha case, I»wﬂuld assume that we are prepared to
consider it. ’I‘waul&‘lika to again say what I said befofe,

before we considered this last matter <«w that the funﬁ&mental

should be dalayed, but whether or not it is a good contract

OFFIGE OF ARMINISTRATIVE PROGEDURE, STATE OF CALIPORNLY
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! pleasure?

‘The ninety-one pet cent that has been offered =~ This is a

© 0 | o ‘m‘ L

10
11| economic analysis of the potentials of this operation confirm
kthat thé bid offer of ninety=one per cent of the net profits
13

14|

15}

to the‘Cityfof'Lang_BeachFUnderrthe'proposed ccntract‘is'a‘

‘this is for a service contract, not for an oil and gas lease.
These are two entirvely different methods of providing for
17 '

Code has a range of choices with respect to specifi¢s'in oil
20 |

21!

on the basis of the analysxs and the advice offered ue by our|

‘;;technlcal staff and our legal staff, Gentlamen, what is your'

GOV. ANDERSON: I'd just like to ask Mr, Hortig:

pretty_high bid, isn't it, as far as any State léase or any
other lease that we Are»ﬁware of? 'I'd like to have you estaﬁh
lish just where this stands in comparxson to any othexr hmgh
1eases that we know 0L

i MRW‘HDRTIGQ Governor, the State Lands Division's

good,Vsufficieﬁt,and eqnitable bid offer. I must stress

petroleum development.

The State Laadskcommissicn under the Public Resourcgs

and‘gas lz2ases which théy‘may offer for State-owned landse

The State Lands Commission does mnot have statutory authoriza~|

tion to consider a servise contract of the‘typeAhera‘pxnpa$edi

by the City of Long Beach, |
GOV. ANDERSON: My question on that is have there
been even service contracts where the percentage has been

higher? Tsn't this the highest?

QFFICE O ADMINISTRATIVE PROCEDURE, BTATE OF CALIFORNIA
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even a little higher than that experienced, under the service

~ parties concerned, There are areas of State lands where, if
- the Lands Commission had similar authority to have a similar

'cnmt%agt the staff would mot recommend that *uahfa contrack

f‘produced one drop of oll. Had a service contract or a straig

MR, HQRTIG:“ From the‘standéaint of the service

contract, without having the experience under the new contract
to compare with the existing contract, the net results of the|

total are @r@bably equal to that @hich-ﬁay be experienced, or|

contract held by Rxchfield,ﬁil Carporatlon for another Long

Baaah Harbor parcel,

The point I wanted to stress was that for continuing

development of an 0il field, this prop@sal to the Long Beach

Harbor Commission 13 demanstrably the best apprﬂach for all

be utilized because of their potentialitie5u There are areas'

on which we receive cash bonus bxds, which areas have never

royalty bid been recelved on those areas, the State would not|

have received one dollar on those lands,

&0 the situation is, as to type of lease or contracy,

this is something that has to be designed to £it the economicp

of the situation where you want to apply itse As a service
aantra@ts we feel that the bid offer and the terms and condi=
tions for this particular operation are exg&lleaﬁ‘cr we would
not have recommended ita |

MRe CHAMPION: Do you also £ee1 » = T think you

| 523
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'ralsed the qu@stxnn by what you S&ld o that the service canm,
‘,tract is what you feel is the appraprzate cantract h@r@ in
T*thiw gaxtlcular situarﬂcn? | |

| in the approval as reccmmcnded by the staff here today is alsw

sion September 30, 1963, and X quote, TThe City and tbe Board

© O W e a s 6 W

agre@mentsa

been entitled “Collateral Agreement E&tween‘Stata Lands Com=

o
0

MR, HQRIXQ »@YOS, sire I would ampley before the

_c@mmlssiou tak@s actlon, Mr, Chairman, if I maya‘that 1mylic1t_;

the subject which'was brought to the antent;on of the Cemmxsw

(or either) and the State will enter imto agreements requirxng,

consultatlum on major aperatlanal and pollcy'matters wiLh the

Commmssxoﬁg, The contract proposed authorizee guch City-State|

In acanrﬁanc@ wich thxs, a‘form of agr@em@nt has B

mission and Lcng Beach Board of Harbox CammlsSxonera,” Whlch |

is at&a&h@d to youw &ganda.itam as Exhiblt D and.Which has

been accepted in principle by the poard of Harbor Ccmm§331oner5fn
- and since the specifxc language has not heen before the B@axd; j‘

of ﬁar ot Commissioners, the staff ﬁecamm@ndatLQn for apprmva&,

of th@ bdsic eantra@t today ig that the approval also be subw\

jeet to acceptance by the Lmng Beach Baard of Harbar Commi g~

sionars of the collateral agxeemwmt atiaahed hereto as Exhibil

D and by refarenae made a part hemaafa 8o the motion
3h0u1d, in approvmng the contract, appamv& this condition.
GOV, ANDERSQM* 1'11 move the approval of the

drilling and opex mting gontract as remammendad by the staff.|
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MR CRAHSTOH' 1 seaan@ the,matimna I'd like to

' make a few bri&f comments in so dOiﬂga' FirSt 'Qpefa&ing'as
. we must un&er the laws wmltten>by the.Legislature, I b@lleve
‘amd it is evident to the cgmmission at least that we have a

 .good cantraat' that we gct a good bid under that contract

and, further, that,no funther time is neededs We have been

~working under a deadline imposed by the expiration of the

,pﬁgaemt,c@mtract'mn but, nevertheless, under present circum~
stances without regar& to that deadline and ﬁith no real
pressure from it, we are ready to act, I think with full
confidence that we are acting saundl?a. I think all »f us
are grateful to the City of Lang Beach for their part in
working out this contract that has led to a successful bid.

I wauld also,like to say'that as far as I am conw~

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

in our approéal of this contract no precedeant is set here,

ne indicatiom is made h@r@ of what action will be taken by

us sooner'cr later on the laxger East‘Wmlmingtan Field.

MRy CHAMPION: The approval with the amendment
noted by,Mx; ﬂaﬁtig”haé ba&u»meved and seconded, and it |
stands unanimousky approved,

. GOV, ANDERSON: I'd like to again rextata&e'my
pravicﬁs pasiti@njtn the staff == that they would somehow
get legislationlchamgaﬁ, so that we can get in the position
aﬁhalping draw these contracts at their start rather than

be faced with them at the very end, after being dvawn by

OFFICE OF ADMINISTRATIVE BROGEUVAR, BTATE QF GALIFORNIA
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MR, SPENGE. M@mbam of the Commission, may I
o B s
MR CHAMPION: Yes. e |
MRw SPENQE. I‘d like to have the recerﬁ shaw

 that thz~B@afd of Lcag Beach ﬁarbor CQmmissianers have al«
'ready appreved the coklat&ral agreement == have already

 _autthizad the approvel @ﬁ,the same and 1'd like to thaok |

YO0,

MR, CHAMPION: We have one other matter before us

| the'naxt'ﬁﬁetiné¢ Tentatively, wa'will look to January 30th,

{Some ﬁiséuSsiOQFBetween Gamm{s&i@&&rs'iuaudible to reportery]

.Thenmeeting_stands'aéjourneﬂa

ADJOURNEDR 12 NOON
| dekdickliicick
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| CERTIFICATE OF REPORTER

I, LOUISE H. LILLICO, reporter for the Office of

forty-three pages centalm a full, true and nafreet transcrift

-of the shorthand notes taken by'me in the meeting of the‘

STATE LANDS CGMMIBSION held at Sacmamento, California, on
Decembar 20, 1963 ‘

Dated Los Angeles, Gallforﬁxa, December 30 1963.“

Administrative Procedure, hereby certify that the foragnlmg,',,
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