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ra)
Los Angeles, Callfornia, Tuesday, October 8, 1957, 10:00 A.M)

(Chairmen John M. Pelrce and Harold J.

Powers are present.)

CHATRMAN PEIRCE: The meeting will come to order. I
want to recognilze the presence of Senator Richard Richards
and Assemblyman Allen Mlller. We are glad to have both
of you here. Also, Assemblyman Dills. We are glad to have
all three of you here and welcome your partlicipatlon in
our deliberations today.

Now, the Lieutenant Governor will be somewhat
late; he may not arrive s . about 11:00 o'clock. We
wlll proceed with the agenda and try to avoid any
controverslal 1ltems untlil he gets here.

The first order of business is the confirmation
of the minutes of the State Lands Commission which took
place on September 1l3th. Copies have been malled to the
members of the Commission. Do they meet with your
approval, Mr. Kirkwecod?

MR, KIRKWOOD: No technical changes.

CHAIRMAN PEIRCE: The minutes will stand apuroved as
written.

Now do you desire to dilscuss the questlion of the
next meeting of the Commission, Mr. Hortlig, or shall we
walt until the Lieutenant Governor arrives? wWe have to
meet before November 1hth, don't we?

MR, HORTIG: PFPreferably.
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CHAIRMAN PEIRCE: Perhaps we better leave that for
later determination.

ME, HORTIG: That will be satlsfactory.

CHAIRMAN PEIRCE: Mr. Hortig, will you proceed with
the agends, bearing in mlnd any itemg in whlch the
Lieutenant Governor may wilsh to particlpate, should be
held untll his arrival.

MR, HORTIG: Mr., Chalirman, may I suggest that extru
to the prepared agenda you have received, 1s a request
from the City of San Francisco by Mayor Christopher relative
to the deslire of the City to make a presentation to the
State Lands Commisslon on problems they have with respect
to acquislition of State lands. The representatives for the
City of San Franclsco are here. If 1t 1s convenient, you
might hear them at this time.

CHAIRMAN PEIRCE: Are you gentlemen from San Francisco
in a hurry to return to your home city? The Lieutenant
Governor 1s not nere yet, and I feel it might pe advantageous
if you defer your presentagtion until he arrilves.

MR, WARD: We can walt, Mr. Chalrman. We have until
3:00 o'elock to cateh a pliane Lo go back.

MR. KIRKWQOOD: We hope to be through leong before that.

CHAIRMAN PEIRCE: We hope teo pbe through nefore noon,
as a matter of fact.

Mr. Hortig, we wlli hola that in abeyance and

procead with the next iLtem in ordor.
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4
MR, HORTIG: Calendar Ivem 22, Page v, gentlemen.
The Constructlon Aggregates Corporation 1s

lespee under a State Mlneral Extraction Lease 1u San
Franclsco Bay providing for the removal of sand and gravel
in two areas knovn as The Fort Knox and Presldlo Shoals.
No extraction operatlionsg have actually bec:: taken under
the lesse to date, however, the lesscve lg Lnterested in
continuat ilon of the leasge because of several prospects for
future cperations, and feels that the performance of minimum
shift requlrements wlthout commerclal removal of material
would serve no useful purpose. It has iLnerefore been
requested that the shilft requirements in the operatlons
for the lease years of lytb-195h7 be walved., In consideration
of the lack of competition in biddlng at the time of the
lease offered, and the fact that annual rentals have been
paid by the lessee and that no State lands have aztually
been occupied and utilized, it is recommended that the
Commission authorize a grant of delferment of the operating
requlrements specified in Section 10 of Mineral Extraction
Lease TOY [{or the lease¢ years ending Fevruary 13, 1lysu and
Pebruary 13, 1957, all other terms and conditions and
cerformance requlrements under the subject lease will
remaln unchanged.

MR, KIRKWOOD: All right, I move it clear.

CHAIRMAN PEIRCE: The recommendatlon is approved.

MR, HORTIC: Page L1, Item &, It seems to we thie cone
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(i

should be deferred to the arrival of the Lleutenant Governor.

Page 13, Calendar Items 2, 3, 5 and Y summarized
thereon represent the recommendations for the sale of
vacant State school land, [lor cash, at the hlghest offer,
ln accordance with the following tabulation, such sales
to be subJect to all statutory reservaetionsg including
minerals. These are all pursuant to high bids recelved
and have been processed In the routine manner. There are
no obJectlons to these conveyances,

ME, KIRKWOOD: Move the recommendatlon.

CHAIRMAN PEIRCE: All right, the recommendation is
approved.

MR. HORTIG: I shoula liike to call the attention of
the Commission that on Page 14 there are similarly filve
additlonal items, also routine, for sale to the highest
bilidder without obJjection.

CHAIRMAN PEIRCE: Aren't these a part of the
recommendatlion we have Just approved?

MR. HORTIG: They are, sir, but I had not directed the
Commisslon's attentlon to ilhem.

CHAIRMAN PEIRCE: Altogether nine items; we have
approved them,

MR. HORTIG: Page 24, Fursuant to an application
previously flied by the Department of Natural Resources,
Divisicn of Forestry, the State has been coffereq Pederal

lands desired ny the Division of Forestry., These lanug have
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baen llsted to the State by the Federal Government,

It ls recom'nnded that the Commlssion determine
that 1t 1s to the adrantage of the State to select the
Federal land comprised in Lots %, 2 and 3 of Section 6,
Townsalp & South, Range 18 East, Mariposa County, containing
59, 34 acres; that the Commisslon find that sald Federal
land 1is not sultable for cultlvation without artificial
irrigation; that the Commigsion select and authorize the
sale of sald land, for cash to the Dilvision of Forestry at
the appralsed cash price - $1,240.)4 plus expenses, or a
total of $1,320.14, subject to all statubory reservations
including minerals,

CHAIRMAN PEIRCE: What is the Division of Forestry
going to use thiec land for?

MR. HORTIG: Specifically I do not recall, but I
belleve 1T was primarily as a site, an operating site for
field facilitles of the Division of Forestry. It was not
part of an augmented forestry program; however, this is
the consummation of an application of several ycars
standing. It is only now that we have had the land finally
listed by the U.S. Bureau of Land Management. It is not
a new applicaticn.

CHAIRMAN PEIRCE: All right?

MR, KIRKWOOD: Yes.

CHAIRMAN PEIRCE: The recommendat Lon is approved,

MR, HORTIG: Page 2%, Under the Lyag st: . uveg the
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Commlsglon was authorlzed to exchange certaln lands in
Curite Madera Creek for privately-owned lands. The
authorization was augmented by the Statutes of 1957 to
provide that the Commission might also convey -~ also
18 authorized to convey the mineral reservations in such
land. Ih a final tltle review of land to be exchanged it
was found that lands formerly thought to have been owned
by the State and to be offered 1in exchange were actually
already owned by persons desiring to complete the exchange.
In order to clarify the title situation, Schultz Constructior
Company desirous of completing the exchange has submitted
a grant deed to the State for the lands formerly claimed
by the State in order that the exchange may be completed
in accordance with the terms of the IJtatute. It is
recommended that the grant deed from Schultz Construction
Company be accepted by the Commission, and thereafter the
previously-authorized exchange will be completed.

CHATIRMAN PEIRCE: ALl right?

MR, KIRKWOOD: I don't see how the State can lose
on that,

CHATRMAN PEIRCE: Not on the ground. Allright, the
recommendation L1s approved,

MR. HORTIG: Mr. Chalrman, would you degsirve to consider
Long Beach subsiden¢eprojects which are of a routlne nature?

CHAIRMAN PEIRCHE: Yes.

MR. HCORTIG: Page @. The Comumisslen has previcugly
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appraoved on a flscal year basls a projecl entltled the
Pler A area proJect., Operstions on this project have
developed the fact that addltlonal unforeseen costs will
be lncurred by the Harbor Department arislng trrom work
found necessary to be done in connection witn the repalrs
and support of the conerete wharf and the bulkhead at
Berth %, which 1Lt could not estimatedprior to actually
unaertaking constructlion operations in the area. The
project hasg received Initial staff review, ard fs
considered -~

ME., KIRKWOOD: I move the recommendatilon,

MR. HORTIG: ~- to include some “subsidence costs”
as defined under Chapter 29. Tt 1s recommended that the
Commisslon approve such costs proposed to be expended by
the City of Long Beach, including suvsidence remedilal work
for the balance of the fiscal year.

MR, KIRKWOOD: I so move.

CHAIRMAN PEIRCE: ALl right, the recommencatlon is
approved.

MK, HORTIG: FPage 2¥, A4s the Commisslon is aware,
the subject of property purchase and areal 11l is a
project beilng conducted or subsldence protection by the
City of Long Peach; it has been reviewed and approved in
oart on a month to month basls while determining the {inal
legal wyuallficavions on whleh the entire project way bte

soproved Lu o tne future,  Therefore appiication has agaln

LU
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been recelved Lrom the Clty and 1t Ls recommended that the
Commisslon conditionally approve the Town Lot area project
as a subgldence project and the cogts proposed to bLe
expended as sunown on an attached Exhibit A, in which coste
arce proposed Lo be expended for acqulsltlon during October
and November, L14b7.

Mit, KIRKWOOD: There 1is now no policy invelved in
nera?

ME. HORTIG: No new poilcy except the one item, sir,
I mlght call vyour attention to the 'oolnote un the bottom
of" Page 2y. While 1t 1s proposed that the expendiltures
will be made during October and November, it is suggested
that a final terminal date of June 50, ly-u, ve permitted,
because 1t 1s sometimes not posslble to actually compiete
the expendlitures in the month for which they are approved,
i the approval is limited to one month, so we propose
to limit the complietion of these projects to the end of
the fiscal yvear.

MR, KIRKWOOD: That ic agreeable to Long Beach?

MR. HORTIG: Yes, wir.

MR. KIRKWOOD: All right, I move the recommendation.

CHAIRMAN PEIRCE: The recommendation is approved.

MR. HORTIG: The matiter of the project for a new
iocation and construetion of an administration building Lu
the Lengs PBeach harbor area hians been under extended diseus

s

with the Stadf, The Commisslon bhag heretelers gpproved
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Lt
condlitionally on a month to month basls the execution of
neceggary preliminary work pending solution‘or determination
of the basis on which the entire project can be approved,

It is agaln recommended that the expenditures proposed for
Force Account and engineering expense for preliminary work
be approved for the month of November, 1957.

MR, KIRKWOOD: Move the recommendation.

CHAIRMAN PEIRCE: The recommendatio. is approved.

MR. HORTIG: Pages 32 to 38 contain a tabulation of
transactions consummated on the executive authority granted
by the Commission. It is recommernded the Commission
confirm the 1lssuance of these various easements, permits
and assignments which have been authorized by the Commission
heretofore, all of which have been 1ssued pursuant to
standard policles, rules and regulations of the Commission.

MR. KIRKWOOD: I move the recommendatiorn.

CHATIRMAN PEIRCE: The recommendation is approved.

MR. HORTIG: Page B. On July 15th the Commission
authorlzed the offering of an area in Owens Lake for lease
for extraction of minerals from The lands and waters of
Owens Lake. Pursuant to this offered lease, one bid was
received from the Columbla-~-Southern Chemical Corporation.
However, on the review of the bids it 18 the opinion of
the Office of the Attorney General that the vidder failed
to comply with the conditions of the offer and the royalty

vrovisiorns of the Public Resources Code. Therefore, it is
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40
recommended that the Commlssion relect the bid of Columbia-
Southern Chemical Corporation for subject lease.

MR, KIRKWOOD: Does anyone wish to be heard on this?

CHAIRMAN PEIRCE: Is there anybody who wishes to be
heard with respect to this Columbia-Scuthern Chemical
Corporation?

MR. KIRKWOOD: I move the recommendation.

CHAIBMAN PEIRCE: Beilng guided by the recommendation
of the Attorneyleeneral in this regard, the recommendation
is approved.

MR, KIRKWOOD: What happens on that, Frank? Do they
have to pri up costs on That?

MR. HORTIG: Yes, sir.

MR. KIRKWOOD: So the State isn't out?

MR. HORTIG: They pay the costs of advertising.

Page o, gentlemen. In brief, a town lot in the
Bandinl area of Los Angeles County was acguired by the
State through escheat proceedings. The land was scold by
the (Of{ice of the State Controller with reservatilon of
minerals to the State. The administration of the mineral
reservation has heretofore been transferred by the Controller's
Office to the State Lands Commission. Richfield 01l o
Ccrporation has submitted a request that the Lands Comnmission
2pprove inclusion of the subject land in a community lease
which is already ef'fective in the majority of or all of

the other property in the area. The {om of the lease has
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14
been reviewed by the Offilce of the Attorney General with
the conclusion that the Lands Commlssion may preperly
authorize the exegution of the lease. It is recommended,
therefore, that the Lands Commisslon authorlze the acting
exrecutive offlcer to enter into a lease with the Richfield
OLl Corporatlon in accordance with the terms and conditions
of the lease form submitted by the Richfield 0il Corporation
and as approved by the 0ffice of the Attorney General, for
the extraction of olil and gas from a parcel of land in
Los Angeleg County aescribed in the following, containing
elght one-hundredths of an acre.

MR, KIRKWOOD: There is no need for competitive
bidding under the circumstances?

MR. HORTIG: No, sir, there is no way the land could
be offered for competitive public bidding. There is a
questlon as to surface rights. There is an inadequate
amount of surface right to permit the placement of a
derrick on this land under Division 3 of the Public
Resources Code. The liand is surrounded by, and if. thers
1s production, will undoubtedliy ve dralned by means of
operations under The community lease. The projection 1ls
provided under the statutes. After the State 011 and Gas
Supervisor approved the pooling arrangements, as he has
in this case, the protective Teature is for the land owner
to Join i the community lease. The Attorney General's

of'fice has dictated this is approprlate oz the Lands
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L2

Commiggion in thls instance.

CHAIRMAN PEIRCE: Mr., Shavelson.

MR, SHAVELSON: These are escheated lands, and at the
time that the Controlier first conveyed the lands to
private owners they were compelled to reserve the mineral
rights, but subsequently the Statute has been changed,
and if ~- and presently provides there 1s no necessity
for reserving mineral rlghts for escheated lands, and
further provides that where mineral rights may be preserved,
they may be disposed ¢f in such wmanner as the Coumlssion
may determine. This means in our opinion there 1is no
necesslity for cdw@etitive bidding for escheated landas or
mineral rights.

CHAIRMAN PEIRCE: No necessity for ccmpetitive bildding,
put is there any cbjection to having competitive bidding?

MR, SHAVELSON: ©No, sir. I belleve that the Commisslon
has broad discretion. I believe in this particular case,
1t 1s my understanding, that L1t would be impractical; buv
the Commission has o broad discretion to convey these
mineral rights in whatever manner 1t wishes to.

CHAIRMAN PEIRCE: MNr. Hortig, 1s this lot sltuated on
top of a producing oil field?

MR, HORTIG: It is situated in an area which may be
potentially productive; however, due To its limited area,
as I commented previously, there is no bhasls on whilch anyone

other than the holder of the communlty lease could develop




TRYER, MERRILL & BLODGETT

the oll and gas from beneath thils lot, because this lot

21 in itself is of insufflclent acreage to permit development
8 | by drilling on the lot itself.

* MR, KIRKWOOD: How was the royalty rate established?
5 MR, HORTIG: As they were announced at the time of

%1 the negotiations of the community lease with all the

" | adjolning property owners.

3 MR. KIRKWOOD: That is what is being pald on the other
9 property?
10 MR. HORTIG: Yes, sir,
1 CHAIRMAN PEIRCE: What is the value of this?
12 MR, HORTIG: In terms of royalty?
18 CHAIRMAN PEIRCE: In terms of dollars.
1 MR. HORTIG: If we would sell this interest?
;? 15 CHAIRMAN PEIRCE: If we would sell the interest; would
,%~ 16| 5% involve $50 or $1,000%
§ 1 MR. HORTIG: We would recommend withholding an
g 18 appralsal of the vaiue cf the land for sale until there
%’ 19| has been rurther development in the arca.
E 20 CHAIRMAN PEIRCE: In other words, w2 zre not
‘ ! 21 | recommending that it be sold at this time?
e ot | | | -
- 2 MR. HORTIG: No, sir, simply that 1t be leased or
| E' 28 | included in the community oil and gas _ease on a lease ‘
Mei ;*4 basis. ‘
- ? CHAIRMAN FEIKCE: Approved?

26 MR. KIRKWOOD: All right.
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CHAIRMAN PEIRCE: All rlight, the recommendatlon is
approved,

MR, HORTIG: Page 10, gentlemen.

MR, KIRKWOOD: 107?

MR. HORTIG: Yes. The Commlssion, pursuant to a
1ynb request of the Division of Beaches and Parks,
authorized withdrawal from public sale 103 acres of land
In Imperial County to permit future purchase of the land
by the State Park Commission. The concurrent negotiations
belng conducted for Federal lands by the Division of
Beaches and Parks have not besen completed, therefore the
Divigion has requested that the Commission authorize the
extension of the withdrawal on the State lands ftTo permit
completion of the Federal negotliations, subsequent to
which time it 1ls the desire of the State Park Commission
to purchase these lands, State lands. Therefore, it is
recommended that the Commicsion extend the withdrawal from
public sale of the designated lots containing 1632.72
acres in Imperlal County until June 30, 1959, for purch.se
of the land by the State Park Commisslon at the appralsed
value, without advertising.

MR. KIRKWOOD: Has anybody else been interested in this
land?

MR. HORTIG: No, sir, no other applilications were
presented,

MR. KIRKWCOD: I =0 move.
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18

CHAIRMAN PEIRCE: The recommendation 1s approved.

MR, HORTIG: If the Chalrman please, I balieve this
completes substantially the items on the agenda that the
Commlgslon mey wish to consider prior to Lieutenant Governor
Powers' arrival. A recess may be in order.

CHAIRMAN PEIRCE: All rlght, the Commisslion will
recess untll the Lleutenant Governor arrives, which should
be within the next ten mlnutes.

(Recess. )

s i
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L5
(Lieutenant Governor Harold J. Powers

entered the room.)

CHAIRMAN PEIRCE: All right, the meeting will come to
order. A number of items have already been disposed of
and now we have a few remaining whereiln it was desired to
have the Lieutenant (Governor's participation., He 18 now
with us, so, Mr. Hortig, will you proceed with the agenda.

MR. HORTIG: If the Chairman please, we might now
proceed through the re ~ining calendar simply in the order
in which the items happen to appear, starting on Page 1.

On August &bh the Commission authorized the
inltiation of procedures for consideration of amendments
and additions to the Rules and Regulations. Pursuant to
this authorization, the proposed amendments and additions
were published, with a specification that statements
relative thereto would be recelved during the thirty-day
perliod terminating September 30th. One statement was
recelved, and the proposed modifications have alsc been
reviewad further by the Office of the Attorney General. In
consideration of this statement and the aforesald review,
it 1s suggested that the proposed Rules and Regulations,
two of them at least, be adopted in modlfied form as |
follows., Inasmuch as there are personal appearances herc
this morning and there will probably be comments of
different nature with reospect fto the three rule amendments

and addlitiony proposed, recommendabtlons wlll now be made
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separately to the Commission.

First, on the amendment to Section 2100 (b),
as 1t appears on Page 3. The language recommended to the
Commigslon 1s identical with that which was published,
whlch has been reviewed by all partles. There have been
no suggestions or dlssenslons for any change [{rom the
published text.

Sectlon 1913, relating to the Joint bldding,
has been proposed for modlfication in the second sentence,
first by the addition of the word "joint bid." This
modiflcation 1s actually to conform the regulation to the
statute so that there may be no future question that the
meaning of the regulatlion ls diffevent than that of the
statute.

Secondly, the statute indicatesg that in the
event of a bild by an association of persons, ilncluding
o, partnership, that the names and addresses of the persons
holdlng interest shall be submitted with the bid as a
practical matter in connectlion with participatlion in a
Joint bild by a partnership having limited partners, who
may be very numerous. The mere submittal of the list of
names would not achieve anything for the Commisslon in
terms of determining the gualifications of the limited
vartners, The limited partners are not in position to join
in the management, operation or control of the loase, thoroe-

L3

cre it L suppested tuhat the lLlalted parvtners, as such,

-
do
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2
need not be speclflied to the Commigsion provlided that,
as has already been proposed on Page 5 of the Calendar,
a polley determinatlon will pe made by the Commissilon
subsequently to be considered for adoptlon as a rule, that
In the future bLlds submlttsd by partnershlps, elther
Jointly or Jlndivlidually, wlll provide that wlth the
gsubmittal of the bld the partnershlp shall submit a sworn
statement in the form ol an affidavit or certificd state-
ment that each and every limited partrner Ls duly qualified
under Section oGl of the Public HResoureces Code, wnlch
qualification is a determlnation that the Commission must
make in connection with the issuance of leases.

At this point 1t might be most advantageous to
the Commission, I believe, if additional proposals which
may be made by persons in attendance here and discussion
be presented with respect to the proposed language for
Section 1Yls.

CHAIRMAN PEIRCE: Who degires to ve heard with respect
to this propoged regulation?

MK. MATTSON: I An, Mr. Chuairman, not particularly
with regard to limited partnerships, but with regard to
Joint bildding.

JHAIRMAN PEIRCE: ALl right, will you step forward
at this time, please, and would you give your name for the
record.

MR. MATTSON: My name is Marcus Matusen, I represent
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- under the Jjoint bid, need not be specified, lrrespective

22

Standard 0Ll Company.

CHAIRMAN PEIRCE: All right, wlll you proceed, please,

MR. MATTSON: The portion of this new section to which
I particularly direct my remarks Lls the portion which reads:
"All persons, firms, or corporations who are to assume
a contractual relatlionship with the State by virtue of
a particular Joint bid shall be specified in the hid. Others

not participating in management, operation, or control

of investments for contractual relationship with persons
or entitles other than the State."

Now, thiat I conceive to be contrary to the
statute and inadvisable from the standpoint of the State.
It apparently attempts to create two classes of joint
bidders, the class of Jjoint bidders who are not interested
in management but only in income and profits, and the type
which is interested in management alone, perhaps, or
management and a small amount of the profits. ©50L(d) seems
to me to make it clear, it says, "In every instance of
joint vwidding, the names of all persons, firms, cor
corporations interested in a particular jolnt bid shall
be specified.”

Now, I take that to mean everyone who is interested
in any portion of the profit or income from the interprise.

-3

That means, of course, 1Lt doesn't mean those who are merely

loaning woney or something of that sort, but 1t deoes mean
b N
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anyone who has an Ilnterest in the profits or incoms., I
think the State should know who 1s going to get the profits
out of 1t and should not permit the prolfits to be divorced
from the management. That 1s apparent also from 6804 which
refers t. asslgnments., It therein refers to assignment of
interest, either a divided or undivided interest thereiln,
and provlides unless approved by the Commission no assign-~
ment, transfer or sublease shall be of any effect. Now,
1f the Commission docs not know who has the interest, this
provision with regard to assignment without consent has no
force or effect. The Commigsion couldn't do anything about
1t, and it in effect allows what amounts to an assignment
In advance so that the Commission is then divorced from that
person éompletely. He may deal in that interest as he
sees fit. As I conceive it, under those two classes of
Jjoint bidders that this regulation might set up, the
pipeline company that purchases the oil would deal directly
with that person as to whom the Sta*e has no knowledge.
Furthermore, the baslc provision of the statute, which is
(COR7, requires that the bids be made by the Commission —-
be awarded to the highest qualified bidder or joint bidders.
Now, that means they have to award it to the persons who
are interested, not to somebody else, and I don't think
they can award 1t to souniebody they don't know, of whom they
don't imow. I would thini that it 1s highly inadvisable

from the standpoint ol the gtate to be deailng with a groun
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of peussons and only know part of them., It 1s concelvable
tha’, the person who had the management would own 5 per cent
or 2 per zent and 93 per cent of the interest be owned by
thoce wi.o are not in management. Now, that to me would be
highly inadvisable, and I don't think the landowners normally
would stand still for 1t.

CHAIRMAN PEIRCE: WMr. Mattson, may I ask you a
question?

MR. MATTSON: Yes.

CHATRMAN PEIRCE: Do you have any comment tc make with
respect to the adminlstrative difficulties involved in our
identifying and investigating multiple owners or personsg
Interestaed in a lease of this character? I am thinking of,
for example, a person holding fractional royalty interests;
can you envision some difficulty with respect to our tracing
gown all these ownershlps?

MR, MATTSON: I think the Commission could require
o cecrtification hy everyone who has a Jjolnt bidder as to
his status with regard to the statutes, and could doubtlessly
rely upon that at least until comething comes up to
determine otherwise. It may he that where there 1s
competition that the other bidders might be of some help
in that regard.

CHAIRMAN PEIRCE: We have a practical problem, as I
envision it, I don't know all the detaslls ~- it is easy to

trace down and ldentlily, so Far as financial responslbllity
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i8 concerned, companlies such as you represent, VYour
records are readlly avallable, and yet there may be a
hundred different Individuals interested in a lease, as
so-cglled silent partners, and as I understand it we have
to trace down each one of these individuals to determine
his fiﬁancial responsibility and develop other information
containing his qualiflcations to bid on a State lease. Now,
what about that?

MR. MATTSON: Well, I would say that 1f the Commission
required the presentation of the evidence necessary, perhaps
certified by accountants of some sort, or other certification
which would put the evidence in ftThe hands of the Commission
and its Staff, that job would ve relatively easy. And I
would think that as a practical matter the Commission could
rely upon those statements if the proper statement was
regulired.

CHAIRMAN PEIRCE: You made a statement that in your
opinion we may not have any cholce in the matter under the
law, we wust ildentify all parties to these leases whether
we like 1t or not, or whether or not there are any
practical difficulties. Now, did 1 understand you corrsctly
in that regard? |

MR, MATTSON: You dlid. That is my feecllng, both
under €201(d) and under the other sections I referred to,
1t s necegsary.

CHAIRMAN PEIRCE: All right, Mr. Shaveison, nay I aok
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}=48)
you with regard to that matter. Mr. Shavelson is a Deputy
A**orney General.

MR, SHAVELSON: Our office has expressed the opinion
that the term "interested" in Subsectlon (d) of 6801 refers
to those who are acbually particlpating in the Joint bid
as bidders; in other words, we construe 1t as requirlng
a disclosure of names of those who are actually members
of all assoclations, individuals and corporations who are
actually entering into the Jjoint bid, and also 1in the case
of assoclations, we think there ls a requirement for
disclosure of at least the qualifications under Section
6801 of all of the mewbers of that association. We do not
believe that when tThere is‘a Joint bid there necessarily
must be a disclosure of all of those having a mere
contractual interest in the proceeds of the lease by virtue
of their contracts with persons who are bidders. In other
words, disclosure of the bidders, but we don't think the
legal requirement is that there be a disclosure of all
those having contractual relations with one of the joint
bidders.

CHAIRMAN PEIRCE: Is that in disagreement with you,
Mr; Maﬁtson? |

MR. MATTSON: Yes, 1t is. True, certaln contractual
ralationships would not be covered ~- for instance, a mere
loan, a contract to drill, for instance, at so much =2

foot, but somebody who is interested in the income and
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1| proflts of that venture, he is interested, in my view,

2 | under the statute and he has agaln a divided or undivided

3 | Interest as to which assignment -~ which concerns the

4 | Commission ~- which assignment 18 necessary, which again

5| 1t covers. He 1s a Joint bidder because the bldder is ==

6 | he is one of the persons who is golng to have income or

7 | profit out of it or take the losses, an entrepeneur, a risk
8 | taker, and hence he is Interested.

9 CHAIRMAN PEIRCE: Do I understand, Mr. Shavelson, that
10 | you and Mr. Mattson are 1n disagreement with respect to

11 | whether or not we must seek disclosure of those indivlduals
12 | who have merely a contractual interest in a lease and who
13 | will have nothing to do with the actual development of Th.

14 | lease?

15 MR. SHAVELSON: It may come down tTo a question of

16 | semantics; I think we both agree that certainly the name
) 17 | of every person who 1s a bildder must be disclosed, Now,
,g 18 | the question or standard is, who 15 a bidder, who 1s one of
4 19 | the Jjoint bidders. Nv. Mattson indlcates this, fthat everyone

20 | who has & share in the profits is ipso facto a Joint bidder.

’““**? ‘ 21 | It is the contention of our offlce that he is not necessarlily

| 22 | one of the joint bidders unless he has some right of

23 | management or control. I do believe there is a difference

- 24 | There.

‘E% 25 CHAIRMAN PEIRCE: Is thero anyone else hers who desives

26 | to speak to this proposed regulatlion?
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MR. LEOVY: Mr. James ¢, Leovy. I am representing
Western GQulf 011 Company. We ceoneur wlth Mr. Matismon,
and feel that 1f the code section intended to include just
people who were partilclpating in management it would have
sald "The names of all persons, firms or corporations Joining
in the bids shall be specified,” but the use of the word
"Interested, inberested in a particular Jjoint bid, " is
intended to include anyone who might particilpate or have a
hidden interest, and we feel that the scction would be --
that the propused regulation would be in violation of the
section.

MR, KIRKWOOD: Mr. Chairman.

CHAIRMAN PEIRCE: Mr. Kirkwood,

MR, KIRKWOOD: T guess I don't understand the type of
relaticonship we are talking about here, how it would arise
or what the nature of it ls. I must admit my law on
partnership and who is the partner and participates is kind
I rusty. what sort of agreement arc we taliking about?

MR, LEOVY: We reel this, that this is intending to
got at that very thing by the use of the word "interest."
The bidder might zsctually, a8 ¥r. Mabttson says, have a 23
per cent interest, might not have any real interest, he would
be holding it as a trustce, a hidden trust, and not wish to
disciose evidently the name of the actual bidder, the one
financing the whole. The mongy might we put up by the

pergnn interested, ang actually tThe bidder not putting any

L4
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money into 1t at all.

MR, KLRKWOOD: What is the purpose of this o801%? Is
that the number of the section?

GOV, POWERS: ©801(d), isn't 1t?

MR, KIRKWOOD: Is 1t purely to establish whether they
are o cltlzen of this country, or what ls the purpose of
this dilsclosure?

MR, LEOVY: That is onc purpose; another purposce is to
digclose the financial interest, I belleve.

MR. KIRKWOOD: Anything else in oo0l that deals with
financial ctatus?

CHAIEMAN PEIRCE: Wedil, financial responsibility surely
1o one of the maJor objectives in z2onnectlon with disg-
closure,

MR, LEQVY: VYes,

CHAIRMAN PEIRCE: Mr. Shavelson.

MR, SHAVELSON: I wender 1f I might go a little bit
farther in explaining the reassoning for our position. We
would certainly agree that 1f this were an interest in the
abstract, 1t would lnciude contractual relabtionshilips which
invoive a share in the profits; however, if ©t0i(d), which
app.ies to the joint bids only, is so interpreted, that
would mean that you would have a higher requirement for
Jjoint bids than you would for indalvidual bids and we
couldn't see any ratiocnal -- {or example, LT you passed un

Ludividual ecorporation or incivicucl partnership filing on
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11 a bid, there iy no language that we can tind in Section
210801 which would requlre legally the disclosure of all those
8| having an interest, whereas if you had two corporatlons

4| entering into the bid, therefore having a joint bld, then

51 under the other interpretation you would require a dils-

61 closure of all of those having contractual ilnterest whether
7| they be technlcally pidders or not., Have I made myselfl

8 | clear on that pnointy In other words, there would be a highex

91 requirement for joint bidders than there would be for

’”ﬁ*}f"'“ 10 | individual bidders, and we couldn't see any rational basis
. 11| Por making that distinciion.

12 CHAIRMAN PEIRCE: Is there anyone e¢lsc who desires

13| £o he heard with respect to this matter?

| 14 MR. GARDNER: MNr. Chalrman.
15 CHAIRMAN PEIRCE: wiil you step up hers, ploase.
 % 16 MR, GARDNEE: My naws 1s William Gardner. I represent
: ; 171 Humble 0il & Refinlng Company.
? 18 The Humhble (il & Hefining Company helleves the
,i 1Y | Commisslon shoula not avopt provosed repulation 19lzZ. The
.,
§ 20 1 pregulation as proposcd apoears bo violate the clear intent
~ i3

21 | of Seebion 60l (w) of the Public Resources Code, and
T 22 | ultimately may be held invalld by the courts for that
28 | reagson.  Sub much more important is the fact that it does

24 | not seom tu pe in the vast intercsis of the State of

25 | Calirornia to pormlt State leases to he held by parties

26 | whosoe identity Lo uniknenn to the State. Unless theroe are




10

11

12

13

14

15

16

17

18

19

20

21

22

28

24

b

26

TRYER, MERRILL & BLODGETT

34
gsreat beneflts to be obtulned by the adoption of this
regulatlion, 1t would seem advisable for the Commlssion to
continue to require disclosure of the ldentity of all
parties owning an Interest in State leases. Full disclosure
should be required not only in the case of Jjoint bldding
to acqulre a State lease, but in the event of a subsequent
assignment or transfer of any leasc. In this latter event,
T he names of all proposed transferees should be disclosed
to the Commission. It would appear that the State has
nothing to lose and cverything to gain by knowing who these
people are who hold an interest in State leases,

MR. KIRKWOOD: What is your answer to Mr. Shavelson!'s
comment, this applies only to a Jjolnt bid and not to an
individual wid?

MR. GARDNER: If I understand what he sald correctly,
there wouldn't be a Joint bld, would there, if you had
Company A who was the .adividual bidder and then had, say,
five other companles who woulid Jjoln with them, bul not as
a8 Joint vidder, but you would never have a joint bid in that
sense, would vou?

MR, KIRKWOOD: Arce there relotlonships there where
you would have an Intereust 1n the bld that wsould then be
undisclosed?

MR. GARDNER: I think as a practical matter vou would
have Just as muel Lluterest in the lease, bub you might not -+

I mean, under an lntorovretation ilke that, Lt would

z
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completely throw out wdiul(d), I should think, and it would
make it meaningless,

MR. KIRKWGOD: IHow would you Interpret 1t to lnclude
a disclosure under those circumstances?

MR, GARDNER: I think 1t means two companlies Jolinlng
together to acqulre a State lcase or recelve an asslgnment
of a State lLeage, thuat both of the lessecs or asgsignees
should pe named and cdlocloved to the MNommisglon.

MR, SHAVELSCN: I wlll agree wlth that.

MR. KIRKWOOD: Under what circumstances wouldn't 6801
reguire 1t?

MR. SHAVELSON: Well, where the participation is
merely a contractual right to perhaps share in the proflts
or some other sort of a contractual right which glves no
right of control and no right of direct partlcipatlon., I
would like to emphasize that what we are talklng about, of
course, are mere minimal requirements and that certalnly
the Commisslion hac complete discretlon to require more tThan
that. We are merely expressing our opinilon as to what the
mer2 rinimum requirenents are,

MR. GARDNER: I can sea no practical difference
between that and the company that in effcct glves a
million dollars to another company to spend on the project
and bas Jjust the one company, in cffect, liable and
responsilbla to the State. In fact, it would share In tho

profits hut may 1ot share in the responsiblililty or the
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Liabllity, whilich would seem to me to be somewhat un-
gatisfactory from the State's standpoint.

CHAIRMAN PEIRCE: Any further questions with respect
to this wltness’' testimony?

who else wants to be heard?

MR. WATSON: {lenu R. Wateon, attorney representing
Edwin W. Pauley.

I think that 1t posslbly bascomes clear from the
discugsion here that the rilch millionaires wish to be
in a better posltion than the poor milllonalres. We
understana that very substant.ial sums ol money will be
regquired as cash bonus on some of thege tide and submerged
lands. We submit it would pe in the interest of the
State to facillitate the accumulation of vhese funds for
competitive oidding, in other words, repulations designed
to encourage and promotc cowmpetlitive bldding rather than
stifle it and limit it to a few hands, I think would be
i the interests of the State. '

Now, with respect to the statement made that this
proposed repulation Lyls would be contrary to the statute,
I would like to siwply polnt out that Section ©bul(d)
provides that in every case of Jjoint bvldding the names of
pergons, IPirms, or corporatlons interested in a particular
Jolnt nid chall beigpecified. Now, it would seem that a
very useful purposgjéurvnd Ly Section Awil as proposca in

that the State vould ve pubt Ln a positlon to wnow preclooly
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1| with whom 1t was dolng business; In other words, it would

2 | be specified in a bld or 1t would accompany the bld exactly

3 | who the State was golng to be contracted with, and I

4 | questlion whether the State ls Interested at all 1n the

5| question of who 1s going to loan the money or provide the
6 | money to the bldders, If these bldders are submitted

7 | together with thelr quallfications to the Commlssion for

8 { a conslderation, financlal statements or whatever else the

9 | Commlission requlires, it would have that material before

10 | 1t and it could ueclde ag to the financilal regponsibllltios
. 11 | of the people 1t was dolng business wlth.

12 Now, therce has to be some reasonable construction

13 { placed on otCl(d). What do we mean when we say 'every

14 | person interested will be specified”¢ Sheuld Standard 0il,
15 | Lor example, flle 1ts complete list of stocekholders and

16 | should they freeze the transfer of stocks until the bid is
17 | acted upon go the Commlsslon should know who the stocikholders
18 | were? IL you have an individual bidder, Lo he supposed to
19 | disclose the name of hils wife and spell out her community

5 . PUT TR i 1 P N » S PPN TR TR I \ L T 0~ LT WU VN
20 | propesty Lntorest:  In the casce of lenders, Thoey wre Suing

e 21 | Po recelve thelr moneys back by way of oil payments or
. 22 | net proflt Interects, or otherwise; 1o the State going to

23 | 'ecome concerncd in what that sltuation Lo?

) 24 It secms ©o us there has ©o be some rule of

o5 | remowt apnliod o tho thing, A Ling has to boe donwn somne-

o6 | wherc,
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1 Mr, Matteon concedes that a mere lender should
2 | not be dlsclosed; how is a lender golng to be paid back?

3 |He certalnly hae some kind of an interest in the successful

4 loperation in order to get his funds back., And suppose
5 | certain proceed: from thoe oll operations are taken for
6 | repayment of the loan, then does that bring him into the

7 | sltuation of an intzsrested porty that has tce b disclozed?

8 It eseems to me that when you have a loosely-worded,
- 9 | Indelinlte statube, that the Commlssion would be well
10 |@dviseu to draw the line, as the Atborney General has
o 11 |apparently recommended, along the line of operation, manage-
) 12 Iment and control so that the purpose in the State knowing
}qib 1B jwno 1t is doing business with would ve satisfied so that
: 14 [compevltive bidding would not be stifled or discouraged,
15 land I think that is very definitely to the firancial intorest
16 1o the State. Furthermore, I would feel that since the
17 | Commisoion does have the vlght to gpell out the detallis of
18 1 the statute, that this ecooulatlon properly doos that on o
19 |reasonables basles, and that it would be a valld regulatlon,
20 | and we would support it.
21 CHAIRMAN PEIRCE: Any questions to be directed to Mr.
; 22 |Watzson?
23 MR, WATSCN: Thank you.
) 24 CHAIRMAN PEIRCI: Arc there any others in the audienco

25 |whe dosire to bo hewcrd with respect Lo those proposed

26 |raguilatlons?
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MR, MATTSON: I would like to resgpond to the last
gpeaker, 1L I may.

CHAIRMAN PEIRCE: Yes, glpr, Mr. Mattson,

MR. MATTSON: I think the guestion is to whom does
the 1income and proflt go, in the firs. instance; does it
£o to the person who is named as a bldder or does 1t go to
someone else? The vice in this is that it permlits the
income to go to someone other than the named bidder and
permlits and leaves all the liabillties with the named bidder.
In all of thesec lcascs eventually you get down to what might
be termed the less profitable part of the lease, and &t
that Jjuncture you are left and the State is left with
the gomeone who hag only llabilitles, the profits haviag
gone to someone else. I think I would hesltate to have a
contractor bulld a house for me if I knew that all he had
were the llabllities and that the income was golng to
somebody elsge about whom I knew nothing. Therce 1s some
inducement to do a good Jjob whon you are golina to get thoe
income, but there is .one when you have only the liabilitles.
I don't think that there 1lo any ennarncement of bidding at
all by the disclosure; Lhe same people can bld. The mere
fact that they have to disclose doesn't enhance the bidding.
It oniy enhances the bhildding In one Ingtance and that io
where a man wants to be a party to severzl blds hefore the
Commission. That is an undegirable thing. So that I think

that this is undesirable, 1t Lo contrury to the statute,
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something that I son't think any other landowner

would contemplate who 1o as acquainted with the oil buslness

as this Commlgslon is.
CHAIGMAN PLIRCE:
your olflece lssued o formal opinilon
dutles under this
M., SHAVELION: No, wlo.
letter on 1t
CHAIRMAN PEIRCE: ihat 1o
vith reopect Lo what wo cio.d do ir
propozed regulavions? Do yoa concur
regulations as seot forth irn
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LT I understand correctly, and 1ls belng supported by
Edwin W. Pauley, who 13 an independent oll operator. As
one member of this Commission, I did not have vhils agenda
called to my attentlon mtil this morning. I have only
had a limited amount of time to review The materlal set
forth therein, and I agsume that Governor Powers and Mr.
Kirkwood are Ln Hhe sawme poslflon. Now, in licht of the
testlmony Tthat we have received so lar, Mr. Hortig, have
you eny further advice Lo cive us with respect Tto what we
fhould dov  Are we in a pogiti@n to act on this cubject
this morning? Or ig thls gsomething we gshould take under
advisement? Or ig this comething bhat again should be
revizwed by The Attorney General? Or what ig your advice
on it at this Timev

MR. HORTIG: Mr. Peirce, I would rzcommend that in
view of the fact that neither the S8taff or the Lands

Commission or the Office of the Attorney General have

heretofore had the advantase of this additional discusgion
that we have ha Dbefore the Commission This morning,
although such digcussion had been invited previously wut
was not received, that it would appear that it is only
rogsonavlie to suggest that the Commission should take under
Jurther consglderation the vroposed language for Heruiation
1913, to be reviewen alter the transcript of this meeting

Ds oavailanis to ba re-studied py the Atlorney Gensral

.

with mocommandations ©to Lo usde to the Stabe Londs Commicoic
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at o subsegquent meetlng.

CHAIRMAN PEIRCE: Would your same recommendation
apply to the other propoged regulations?y

MR, HORTIG: Not as to 2100(b), sir, the one we have
already passed, because therce are no objectlions thereto,

MR, KIRKWOOD: Can we scover those in the action to be
roferred to the Atvorney denersi? Or do we have to act
at the same time, or do we lose Jurisdiction 1f we adopt
one and not adopt the othersy

Wa ought to notico,‘anyhow, this next one. We

are taliking apout a furtnher recommendation on Page Y, isn't
it; 1t wos sugzected that the related matter be noticed for
hearing?

MR, HORTIG: That Lz correct, sir.

MR, KIRKWOOD: & could renotlce the obthers for
hearing at the same time.

ME, HORTIG: It is requlred.

MR, SHAVELSCGM: I think thot would be o sale procequre,

4

P

4
[
fu)»

to novice them. VYour quastion is whethor 2100(h) may be

saontad?

MR, KIRKWOOD: That is what I understood Mr. Hortig's
raconmendation to be, that we adopt that.

MR, SHAVELION: Vas, 1 32 no objectlon teo that., I
chink that wonid be prooew.

MR, KIREJOOD: Ac I andgoerstand Uiz diseussion this

.

. o o - a— . . p R R b : e A oL TR S T k3 F— N R
sorning hasn't gone, wr at lcast not Jully, into tho 1uls,
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1% hus been directed at 1yls, and the suggestod last
paragraph of 1lyl4d hasn't been [ully dilscussed,

MR. HORTIG: That 1ls correct, sir, 1t has not ag yet.

MR, KIRKAO0OD: Can we get any discussion on that
today, or is that -~

MR. HORTIG: Therc are representatives who are here
who desire to discuss 1914,

MR. KIRKWOOD: It scems we should get sowme of this
on tir record. I think it l1s unfortinate that when we
notlce comething Lovr hearing and invite comments that the
comments arentt forthcoming at that time so that the
members of the Commlssion are aware when we take up a thing
of tnis sort that there is controversy. It puts us in a
difficult situation.

MR, MATTSON: Nr. Kirkwood, we did write a letter,

MR. KIRKWOOD: But you were the only one, as I under-
stannd 1t from Mr. Hortig, who did have any record on this.

CHATRMAN PEIRCE: Senugtor Richards, do you desire o
he heard at this time?

SENATOR RICHARDS: VYes, 14 I may, very bricfly.

I am Richard Richards, Senator, Los Angeles

County. I have an ‘nterest iﬁ this which came to my
attention by virtue of my legislatlive capaclty and in
conversation with wany attorneye in the oil industry Cleld.
Pursuant to chat interest, I followeo 1T up with discusaion

Dy wpome of your members and with your stailt, and 11 1s oug




