»25. (PROPOSED LEGISLATION - 1257 SESSION - W. O. 2115.7 (RE P.R.C. 478.1 AND
W. O. 2206).) The following repori was pregsented to the Commission:

"By Chapter 647 of the Statutes of 1955, the Legislature granted
Inner San Luis Obispo Bay to the Port San Tuis Harbor District.
The statute provided that certain enumerated leases, whereunder
the State leased tide and submerged lands to private parties,
wvere given to the Harbor District with the grant.

"Marough an inadvertence, Lease P.R.C. 478.1, whish covers a
right-of-vay easement to the Union Oil Cunpany for the instal-
lation and maintenance of cathode protection for its sulmerged
pipelines in the Bay, was not included in the grant. This
lease results in revenue to the State in the amount of $40.70
per annum, and it expires November 21, 1964.

"In view of the attitude of the State Legislzature in giving to
the District the State leases on the lands that were granted to
the Port San Lais Obispo Harbor District by Chapter 647 of the
Statutes of 195%,"

UPON' MOTION DULY MADE AND UNANIMOUSLY CARRIED, IT WAS RESOLVED AS FOLIOWS:

THE STAFF IS AUTHORIZED TO PREPARE AR AMENDATORY BILL TO CEAPTER 47 OF THE
STATUTES OF 1955 WHICH WILL PROVIDE THAT LEASE P.R.C. 478.1 AND ITS REVENUR
SHALL LYKEWISE BE GRARTED T0 THE EARBOR DISTRICT, THE EFFECTIVE DATE OF THE
TRANSFER TO EE NOVEMEER 21, 1997.

¢ 26. (1957 SESSION IBGISLATION ~ W. O. 2115.8.) The following report was
presented to the Commiesion:

"The Commission has had difficulties in processing leases under
the Cunninghes-Shell Tidelends Act of 1955, particularly with
regaxrd to-the classification of lands as being within a known geo-
logic structure of a producing oil or gas field vs, deing in wild.
cat areas. It is suggested that st the next regular session of
the Legislature the provisions of the Cunninghesm-Shell Act be
aended 50 ag o make it ciear in the statute that the royalty
detemmination iz to be made by the Commission, at the tixe of
advertising for bids, irrespective of whethex the lands to be
leased are or are not within a known geologic structure of a
producing oil or gas fieid. With this in mind, it is suggested
that the Commission autherize the staff, on its behalf, to have
legislation introduced to smend the following sectioms of the
Public Resources Jode sg indicabted:

“"Sectior 6827. Award to kighest bidder: Term: Royelties. '

"{Awaxd to highest bidder: Term: Extension.) Leases for
the extraction and removal of oil and gas deposits may dbe made by
the ccaission to the higheat qualified bidder, or Joint bidderxs,
ag provided in this chapter. B5uch a lease shall include all oil
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and gas deposits in the leased land and be for a term of 20 years
and for so long thereafter as gas or oil is produced in peying
quentities from the leesed land, or lessee shall be diligently
conducting producing, drilling, deepening, wepairing, redrilling
or cther necessary leagse or well maintenance operatioms on the
leased land. Any lease heretoiiie izsued under this chapter for
a term of 20 years, or any renewal or extension thereof, may at
any time or times prior toc its expiretion be extended upon such
texms and conditions and for such period of time es the commis-
dion deemz Tor the best interests of the State or as the iegis-
lature may provide; provided further; that upon the lessee's
timely application therefor the commission may issue a new lease
in exchange for any lease jissued for a term of 20 years, or any
renewal or extension thereof; such new lease shall be issued at
the gsame royalty snd upon the sume terms and conditions as the
lease for which it is exchanged, unless the commission and the
lessee shall othervise agyee, except that the temm of such ex-

~change lesse shall be for a term of five years and for so long

thereafter as oil or gas is produced in paying quantities, or
lessee shall be conducting producing, drilling, deepening, re-
pairing, redrilling or other necessary lease or well maintenance
operations on the lessed land.

"(Reyalties: Lands met in kmewn geologie strueture of &
produsing fielde} When state tide mnd submarged lands effered
for lease by the commissien awve lands met within the knewn geo-
iegie strioturey as detemined by the cesmissieny of o predueiag
81l oy gas field ai the date of issuanee by ths cemnissien of ma
invitatien te bid for an 9il or gas lesse theveony the somminoiea
shail spesify a flat-rate weyslty %6 be paid under such lease ef
12} peveent in kindy or of 12} peweent of the surremt markei prive
or the prier reseived For the produstien remeved ar seid Frem $he
lesged landy subject e sx sllewsmee for sil iresiment and dehyira-
tion af mot to execed five semts ($0.05) per net barrel for the
royaiity oit and shall speeify a £ist weynlty of 10 peveen’ of the
surremi gress market value s prise reecived for all dvy geiy
ratural gaseliney end asther products exbranted and saved Trem $he
gas preoduced from the leaszed londy exeept gus dsed for lease use
ey reinjeetior in state landsy and an amnusk rentel: paymumt in
advanee of net 40 exaeed ome dellar ($i) Ffor aseh sares »f ‘he land
subjeat te ke lease at the remtal dader Unless the sommission
dectdens Lo wejeet ail bids puvsuant te Seetien 6836y the lesse of
the pareel or traet whieh is the subjoed of the id shail be
avarded %o 3ke yuaxifisd bidder vhe undertalies $o pay the highest
eash benus in addiiien $s saiisfying the reyalty sad yenial reguive-
nonts mné =il ether previsiens ef the Leuser

"{Seme: Lanés in Lmewn geokogit strveture ef a predusing
fislde} When state lands, including tide and submerged lemds, ere
offered for lease by the comizsion are lands within the Jmovn geo-
dogle stwueiurey as Setermined by the sownissiony of a preducing
ki or gas field al the deiz of isavusmee by the semmisuion of an
inavitetion Lo bid for ax eik end gas kease thevseny the coomission
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shall specify a fiwed royalty om oil of not less than 36-2/3 124
percent or a sliding scale royalty commencing at not less than
36-3/3 124 percent up to a maximum percentage specified in the
invitation to bid to be paid on the average production of oil per
well per day under such lease, and a royalty of 5 124 percent as
specified in the invitation to bid on dry gas, natural gasoline,
and other products extracted and saved from the gas produced under
suck lease, except gas used for lease use or reinjection into the
leased state lands. Such royalties ehall be paid in kind or as a
percentoge of the current marked pr.ce xt the well of, and of any
premium or bonus paid on, the production removed or sold from the
lessed land, subject to a reaseashle an allowence for oil treat-
ment end dehydration of not to exceed five cents .05) per

barrel for royalty oil, and an ampual rental payable in anmce
of not to excecd one dollar ($1) for each acre of the land subject
to the lesse at the rental date. Unless the commission decides
to reject a1l bids pursuant to Section 6836, the lease of the
parcel or tract which is the subject of the bid shall be awvarded
to the qualified bidder who undertakes to pay the highest cash
bonus in additiom to satisfying the royalty and rental require-
menits and all other provisions of the lease,

"(Continuation of lesse upon cessation of production.) If,
at any time or from time to time, before or after the expiration
of the primary term of such lease, the leased lands cease to pro-
duce oll or gas, the lease shall, nevertheless, coantinue in full
force and effect if within six months after the cesssation of pro-
duction, or such longer period cof time as the commission mey
authorize, lessee shall commence snd thereefter prosecute with
reescnable diligence drilling, deepening, repairing, redrilling
or other operitions which shall result in the restoration of pro-
duction of oil or ges from the leased lands.

STANDARD B & P “NSEAR”

"Qection 6834k. Notice of intention to lease lands: Pabli-
cation snd contents.

"{Commission to give notice of intention: Publication:

Contents.) Whenever the commission determines that lands shall
be lessed for oil and gas as provided in this chapter apd when
the form cf le=ese therefor his bteen prepared by the commission,

the comsission sha'l give notice of intention to lease such lands.
The notice shall be published im & newspaper of general circulation
in the ¢ounty in which the lands or the greater portion thereo! are
aitusted snd shall state the time (which shall not be less than 1%
days after the last date of publication of the notice) and place
for receiving and opeaing bvids, & deacriptiom of the ilands, either
as o tract or by parcels, vhether the lands offeved for lease ave
vithin or are net within ¥he Jnewn geeiegic strusture of a produe-
ing eil ar gas Fieldy and that the form of lease for the purposs

of bldding may be procured at the degignated office cf the commis-
sion.

'
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*(Dayg of publication and interval.) If the notice is
published in a weekly newspaper, it must appesr therein on at
least two different days of publication and if in a newspaper
published oftemer, there must bhe at lesst five days from the
firet tc the last day of publication, both days included.

"Section 6873.2. Notice: Hearing: Determination:
Evidence. Before offering any tide or submerged land area for
sn oil and gas lease, the commission shall publish notice thereof,
and any affected city or cownty may, within thirty {30) days after
the publication of such notice, request in writing to the commis-
sion that & hearing be held with respect thereto. Upon receipt
of such request, the commission shall hold such & hearing and
give hot less than ten (10) days written notice thereof to the
¢ity or county, or both such city and county, making such request,
and to the Department of Nstural Resources, and shali pudlish such
notice. The commission in ite discretion and irxrrespective of any
such request may hold such hearings as it shall determine. Pub-
lished notices sheil be given in the manner prescribed in Section
6834 of this chapter.

"Withia In not less than thirty (30) days sfter such hesring
the commission shall determine whether or mot t6 offer the land
for lesse, as provided under Sections 6871.3, 6872 and 6872.1.
ualess In such determination the commission shall deteymime con-
gider that vhether the issusnce of a lease as to all or & part of
such 1and would result in an inpaimment or intexference with the
developed shore line recrestionsl or residential aress adjscent
to the proposed leased acresge, or the aqmmiosien may detaymine
whether to offer suci lend for lease g8 to sll or a part thereof
snd inclide in the offer for leéase suwch reascnable rules and regu-
lations vhich, in the opinion of the cmnisaion, are necessary for
the exploration, development; and operation of sald lease in &
manney vhich will not impair or interfere with said developed
shore line recreational or residential aress; provided, however,
that no tide or sutmerged iasnds shall be offered for lease under
any conditions, rules, or regulations which will result in a dis<
eriminetion between bidders as prohibited by Section 68Th.

". . . (Note: Remainder of this section not to be amended.)™

UPON MOTION DULY MADE AND UNANIMOUSLY CARRIED, THE COMMISSION DEFERRED ACTION
OF THE FOREGOING REPORT, AND DIRECTED THE EXECUTIVE OFFICER TO ARRANGE A
MEETING, TO BR HELD IURING DECEMEER OF 1956, AT WHICH MULL ATTENTION IS 10 HE
DIRECTED TO THLS PARTICULAR SUBJECT, WITH DUE ROTICE OF THE MEETING 10 BE
GIVEN TO ALL INTFRESTED PARTIES.




