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26. (SALARY INCREASE FOR POSITION CF EXECUTIVE OFFICER . PERSONNEL.) The 
following report was presented to the Compassion: 

"In accordance with the general 'understanding in connection with 
Item 275 of the Budget Act of 1955 that an approximate 5% increase 
in salary would be forthcoming to all State employees effective 
July 1, 1955, the compensation of the Executive Officer has been 
understood to be ?open' since July 1, contingent upon the action 
of the State Personnel Board and the Department of Finance in 
respect to civil service classes and exempt employees generally. 

"Pursuant to the Budget Act of 1955, and as of July 1, the State 
Personnel Board_ took action to increase -the rial.aries of-tear:4 
all civil service classes by 5%.- This action included- all classes 
of employees on the staff of -ale Division of State lands* Alto, 
as of July I, 1955, the Department of Finance- revised the salas7 
verge. for the exempt potition ExeCutive Offilers  State Lewis Com-

-missions  frau salary steps $782. - *50. to salary steps -11827.:. 
$1,000. As_ of Junes  1955, the :salary of the Executive -Officer-was 
$950. 

"In view of the- fact that the Executive- Officer's salary hae been 
under-Stood to be 'opens since July 1, 1955, it it recoamended that 
the Commission take action to fiX the salary atilt that date for-
Ward" 

UPON NOTION- DULY MAD! AND UNANIMOUSLY CARRIE), IT WAS =cam AS FOLINS: 

-THE SALARY FOR ziE pgamoti ELECUTIVE OFFICER, STATE I.ANDS, COCSU(at MCI 
HAS BEEN :UNDSST00}-TO "OPEN" 'SINCE JULY Is  1955118 it..IREET TT* AT $1,000, 
MOLT AS C 4TOLT 1, 1955, THE EMOTIVE DAM-  cr :1$0 aNtsitART .atim or $821... 
$1,006. -mt, MONTH VI THE -CLASSIFICATION, AS ISTABUSNE) BT THE DEPARTMPIT (F 
FINANCE. THE, EXECUTIVE OFFICER IS AUTHCRIZED TO TAKE SUCH STEPS AS KAY ES' 
NECESSARY TO EFFECTUATE THIS ACTION. 

27. (PROPOSED OIL AND -QS LEASE, TOE AND- SUMMON.) IANIes  _HUNTING TON BEACH/  
ORANGE -could! W7,0. 18640A), P. acs 101.10 The fellow/int report was pre-
sonted to the Commission: 

"On August 10, 1955 four bids were received in response to a pub-
lished notice of intention of the State Janda Commission to- receive 
offers to enter into a lease for the extraction of oil and -gas from 
approximately 647 acres of tide and submerged and park lanct 
Huntington Beach, Orange County. Publication of this offer was 
authorised by the Commission •Ally 6,, 1955 (Minute Item 18,. pages 
2407.09). A spry tabulation. of the bonus- payment offers re- 
cetred, pursuant to the lease proposal is attached. The combined 
bid-lease form *was approved' by the' Office of tbe Attorney Gent3rel 
prior to the lease offer as to compliance With epplicable statutes 
ars1 reels and regulations. The Office of the Attorney General has 
also reviewed the high bid submitted by the Richfield Oil Corpora.-
ticza, Hancock Oil Company and Signal Oil Gas Company, and has 
determined that the bid outenittal. is in compliance with all speci-
fied bid conditions* 
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"All drilling and production operations would be conducted by the 
high bidders from approved offshore filled-land drillsites located 
at least one mile seaward of the ordinary high water mark." 

The Commission was informed that a telegraphic protest to issuance of this 
lease had been received from in W. Pauley,_ dated August S„ 19551  as follow% 
"Colonel Rufus W. Putnam, State lands Cosidstion, 302 State Building, Los 
Arigeles. To you, es the ,4.4.4embersnn tounsel of the State Lands Commission, I 
hereby express My protest against the acceptance of the bid of Signal, Hancock 
and Richfield. upon parcel W.O. 1061401) of the- tidelands off Hunt ton Beach, 
It is. perfectly Obvious, under the,  known existing eireuMstances, that my-  bid. of 
$505954A14-  is of much greater benefit t6 the State than the bid of $516,766.0',..4 
of the above named companies. The ci tiumetances referred to are that the State 
offered the lents. for bid because thoy are being drained_ by wells _not located 
on State tidelands and that .such -drainage. thOuld be prevented. by drilling-  in 
State lands at the earliest possible time. The -textile of bidding permitted -
drilling from the uplands in which Omit drilling must begin Within_ 450 days 
after acceptance of the: bid, er drilling. from fined landti located at least. one 

.offshore in tete): event drill:Am is not required Until two years after the 
acceptance of the bid.. The,  bid of -the. named 4400panie0 epecifically states -that 
they- Will drill from filled Ian* offshore whereto. ay bid _states drilling-411 
be trot the uplands-. The 'acceptance 'ckt the bid of the mad companiee may and 
can. result, therefore in a 22 month -delay in preventing the :existing drainege 
iron State lands. This delay Will eccatien. the -State the folloseirg dainaget 
Firitt, the drainage from the lender/a-question, to other properties; and in this 
connection,, it is -*portant to tete that one of the named catepanies lap 
rights iaost of the uplands axijaeent to parcel 1461t(B) upon which *plods-  it - 
Presently -has wile now' draining the parcel,. and it will no doubt continue its 
drilling of wells and draining. c t thetie -particUlar State, lends-  during the= two 
year period -which, it has to coataettce drilling from -offshore. In the same con-
nection it is also interesting to note that the reason the State 'permitted the 
bid from offshore locatione was to give 4613alpteniee who did not have uplands lo-
oatione- an opportunity to join in the bidding.. As before said, one Of the com-
panies has more -of the uplands adjacent to this. parcel than any ether company 
and -it is usieg this provision, not for the purpose- for which it is intended, 
secondly, ay engineers- 'Wise me -that i _ durieg the period of the delay in begin- 
nieg 	 occasioned drillingoffshore rather than from the uplands, 
the State according to our -engineer.estiMates will be deprived_ of revenue in 
excess of S4000,000 which the acteptance of iss bid would produce. The exiSt-
ing law, as well as the terms of the bidding, attheriee you to refitse to accept 
a challenged bid on parcel 1861(0 and to accept my bid. When you consider the 
detrintent to the State. which will be occasioned by your acceptance of the above 
named companies t bid, I respectruLly submit that the welfere of the State leave.: 
you no choice; you. should accept ler bid and-thus obtain the imeedlate develop-
lant of parcel 1864(3). Should you Wish to hear evidence from my engin eeris„ or 
a more detailed expression of the above, I shall be glad to eppear before the 
Commiesien for thiti purpose providing_ that you postpone the time of acceptance 
of the bid on parcel MO), from Tuesday, August 16th„ until a few days there-
after. Edwin W Pauley." 
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Discussion followed the reading of the protest, with statements in support of 
the protest being made by: 

 

J. Barton Hutchins, and 
J. Paull -Marshall, both representing Edwin W. Pauley 

In opposition to any delay in issuance of the lease, appearances were made by: 

Mervyn Phelan, on behalf of the Ilichfield-Hancodk-Signal group 
Paul Ottoson of Signal Oil & Gas Company, and on behalf of the 

high bidders 
James IC. Wooten of Signal Oil & Gas Company, ato . on behalf of 

tom: high. bidders 

 

The Executive -Officer Of the Cossnission pointed out that two Mill points were 
raised by the pretest: (1) -Whether or not the request far -bids permitted 
consideration Of unspecified intangibles in the bid evaluation; _.(2) The fact 
that if the Commis:don rejected the _,high bid, fill bids would have to be- re-
jected and a new Offer prepared. 

Mr. Powers efaphasiaed that 'his OrigiAal resolution of -Jully '6, 1955, in regard 
to lease authorisation, was based.- on therebeing,drainage of the State lads 
and that protection trot-  drainage en.lt be prdvided by the recipient of the 
award: of the lease,.but .he did not object to-a reasonable delay in award the 
bid-if review of further data - should appear to be advisable.. 

Mr, J. Barton Itints, appearing' far Mr. Mein 1. Pauley, reiterated the re*. 
quest for delay wade. by Mr. Patley in:his tea-Area. 

Mr, _Phelan., representing the Richfield 	Company, pointed out that the Office 
of the AttorneY,General had heretofore ruled that the 'Conalission. does not have 
a Choice at accepting the, next  est  bid if t4e..bigh, 	re; ected; ono• 
that the sole coonditien at accepting the bid wail that it be bated upon the 
highest cash -bonus; -it could. not be 'based upon intangibles. 

The Cc:emission was informed by the staff that if all bids Were rejected it 
would be at least eight aonthe before imothtr _lease could be issued., 

Ottoton$  representing the Signal Oil & -Gat Coy  also appeared on behalf 
of the high bidder, and Stated that he cvneurred in The state tints nide by 
Mr. Phelan. Fie inioreed_ the Commission that the Signal Oil & Gas Company has 
a lease from the City of Huntington ***eh for an upland drillsita, eatttracin' g 
approgimately 14.5 acres at the northwest corner -of Highs 39 and la of the 
flat or low lands lying to the east toward Newport, and that in addition to 
straight hole rightal  Signal_ holds the right to drill offshore. Embraced--with 
in said leasehold is a parcel conSisting of approxiaately eight acres, from. 
ordinaty high water mark to the Pacific Electric strip, lying between Kightfay 
101 and the sand., and Awning from Highway 39 it, a westerly or northerly direc-
tion toward the 'Citr of Huntington Beech. The City of Huntington Beach is 
agreeable to the use of those lands as a 'drillsite. 

N. J. Paull Harebell app eared next, on behalf of Edwin Pauley, acid stated 
that inasmuch 11A Mr. Ottoson had indicated he had. no abjection to a -delay, he 
would like the opportunity -of working with the staff for a few days to aake 
absolutely certain that the right decision was being, ,made. 
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Mr. Peirce asked Mr. Marshall if he were of the opinion that Mr. Pauley's uplaxd 
drillsite was superior to the site held by the Signal Oil & Gas Company. 
Mr. Marshall did not know. Mr. Peirce indicated that if they had a superior 
drillsite, this could be taken into consideration. 

In response to a question by Mr. Peirce, Mr. "ttoson was of the firm opinion 
that the successful bidder, 'then awarded the lease, would have the option of 
drilling either way, under both the law and the lease. 

Mr. Ottoson stated that, holding an upland drillsite, probably the best uplanc 
drillsite by reason of Pro3tied.ty, they ,Opoct and intend, in good faith, as 
soon as reasonably possible, to -offset the drainage believed to, exist. Se 
brought out the Sint that both bidders have the option to use either Upland 
cbrillsites or fined lands. 

Mr. Peirce was of the opinion that in the light- of the tact that all bids would 
have to be thrown out if the high bid lima ,rejected, and that ,drainage-  mould their 
Continue for 'eight months, the Statels firanolia interests would be beet pro-
tected by rooting the lease as soon as possible. 

Mr. Ottoman stilted that the lease which Signal holds for the upland drillsite 
is of record, and there is no provision- in it againat assignment; that they 
intended to share their rights with their two other bidders. 

The Executi*vt 'Officer, upon a request from Nr. Peirce for his recteliendatice in 
the light of the dice ion, .redexpiended that the Coieniasion adopt the reotee-
mendatient as presented in the Calendar. 'Mr. Niro asked the saw question of 
the staff, end Meyers. Watson and Bortig cOncurred. 

UPON MOTICN DULY MADE AND wirimoustr CARRIED, IT WAS RESOLVED AS FOLLOIC: 

THE EXECUTIVE Comp IS Attinatizsp TO ISSUE AN OIL AND OAS LEASE TO RICHFIELD 
OIL f.wpiumggi  HANcocit OIL cOMPANY AND ST. NAL QIL & AAA COMPANY, ME !IlcHiPT 
QUALIFIED BMW, EACH AS TO AN UNDIVIDED (441IRD INTEREST, IN ACCORDANCE 
WITH DIVISION 6 OF THE PUBLIC RESMIRC* CODE, RR THE 647-ACRE PARCEL. OF TIDE 
AR SUBMERGED AND PARK LANDS IN HUNTINGTON BEACH, GRANGE COUNTY, AS DETAILED IN 
THE PUBLISHED NOTICE OF mond; UNDER W.O. 1,064(B) rItilLLSBED 	1h AIM 21, 
1955) TH CASH BMUS PAIligNT III CONSIDERATION OF ISSUANCE OF THE LEASE TO BE 
$516,176.001  AS OFFERED BY THE.BIDDERS IN THE BID FORM Of LEASE. 

Attachment: Summary 
SUMMARY 

W. O. 1864(B) 

BIDDER 	 CASH BONUS OF'FFRED 

1. Richfield Oil Company, Hancock Oil. 
Company and Signal Oil & Gas Company 

2. Edwin W. Paulfm 

3. Standard Oil. Compay.y of California 

4. Monterey 31 Compan;y„ Humble Oil & 
Refining Company and Seaboard Oil Com:Ater 

-24- 

$516, 776.00 

5o5,954.00 

286, 37.00 

5,133.35 
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