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LOS ANGELES, CALIFORNTA, TUBSDAY, PEBRUARY 11, 14950
L0:00 a.m. Session

CHAIRMAN PEIRCE: The meeting will come to order.
I want to welcome assemblyman Iiller and Assemblyman
Hanna, members of the Assembly Judiciary Subcommittee
concerned with tidelands oil development and related
matters, and they are seated at the head table to the

It. Governor's right, and I invite them £0 participate'

in our discussion this morning, and I assure both of them

that we are very happy to have them present.

The first order of business is the approval .

of the minutes of the meeting of the State Lends Commissior

which took place on Jaauvary 13, 1958. Copies have been
mailed to members of the Commission.,

MR. KIRKWOOD: Recommend approval.

TT. GOVERNOR POWERS: I sccond ‘the approval.

CHATRMAN PEIRCE: The motion hag been made and
seconded that the minutes be approved and so will be the
‘order.‘

Now; Mr. Hortig; did yéu Wani fé say anyfhingl
at this time with respect to the next meeting of the
Commission? |

MR, HORTIG: The next regular meeting of the State

Tands Commission should be planned, s is normally
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1 necegsary, due to certoin time cownitunents, for early
2 in the month of March, ¥r. Peirce. Fowevey, it is not
8 egssentlial at this moment that the exact date of that be
4 set.,
b In accordance with the noxmal procedure, if
6 we may, we may check with the Commis=sioner's secretaries

7 as to the available date, probably the second week in

8 March for the next regular meeting,

| 9 CHATRMAN :PEIRCE: All right.
- 10 | IT. GOVERNOR POWERS: That will be in Sacramento?
1 MR. HORTIG: At that time, in as much as the

12 Legislature will again be in sessmon, it will be planmned

“d sl
‘f Qs m}i’

18 to schedule that meeting for San Tg@ng%co.
14 LT, GOVERNOR POWERS: Right.
16 CHAIRMAN PEIRCE: A1l right. Ir. Hortig, we have
16 the agenda before us, and what is your recommendation
17 for proce&uré in order +to accommodate the convenience
18 of those who may wish to be heaxrd ihms morning?
19 MR. HORTIG: 1Imn accommodatmng & maxinam anber in
20 attendance for a particular item, Mr. Chairman, it is
21 coincidental that this item is also item No. 1 on the
2| agenda, which is . '~ matter of the Consulting Board review
23 of 0il and gas leases v.. page 1.
o 24 Or January 13, 1958, Dr, H. Kaveler and Mr.
3€55  25 | J. Wanenmacher of the firm of Keplinger and Wanemmacher

26 presented progress reports on surveys undertaken for the
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Commisslion on oll and gas leasing procedures 4o secure
the beat interests of the State under existing law. AL
that time the Commlsglon directed that final reports of
the Consultanty be made public not later than the nexh
neeting date of the Commisgion. Copies of the final
Jointreport of the Consuliants have been distributed to
all organizations in attendance at the January 13th
meeting, with the Western 0il and Gas Association for
further distribution to the Association membership, and
to Assemblymen Allen, Burton, Hanna and Miller, members
of the Assembly Judiciary Subcommittee on Tidelands.
Dr. Kavelér and Mr, Keplinger arz available to’review
the Joint report for the Commission.

A special subcommittee of the Western 0il and

Gas Association have prepared and submitted a draft of
proposed lease form, which is attached to your calendar,
gentlemen, in the latter pages, and representatives of
industry have requested an opportunity to present state-
ments on specific phases of the o0il and gas leasing
policy under consideration.

|  CHATRMAN PETRCE: Iwo of the Comnsultants are,hére”
today, Mr. Kaveler and Mr. Keplinger. Mr. Keplinger is
the partner of Mr. Wanemmacher, who was at the last meet-
ing of the Commission, and if the other two members of
the Commission concur, I would like to suggest that they

present their report to us today, parivicularly in
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; reference to the recommendatlons contained therein, and

vhen it may be that persons in the audience may desire

1 to ask questions in further amplification of the findings
41 and recormendations contained in the report, and then

51 it may be that the Commission should decide to take the

61 report under advisement and that will give an apportuvnity
Tl to our staff to analyze the report and submit their

8 thinking with respect to the conclusions contained thereini
91 also, that will give others an opportunity to discuss

Wi with us further the findings countained in the report.

1 Now, Mr, Kaveler, you are the first one to

21 appear on the scene in connection with this inquiry. Is

%1 it your desire that you present the report or do you want

41 Mr. Keplinger to join you?

15 MR. KAVELER: Mr. Chairman, our suggestion is that
161 we give Mr. Keplinger an opportunity 1o appear and he

171 will present the report on behalf of the Consultants.

18 CHAIRMAN PEIRCE: All xight. Mr. Keplinger, perhaps
191 it would be comnvenient for you to stand at the rostrum

20 | where you can ve heard more readily.

21 MR. KEPLINGER: Mr, Chairman, members of the

22 Oommiésion: - On behalf of the Consultants we wWel.u o

22 | express our appreciation for the gtaff's help in acquaint-

24| ing us with the problems, and also we want to thark the

25 | memberg of industry who have given us their time, actuslly

% | far beyond what we had anticipafed, so that we would know
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all tne ramilications of this problem.

Sefore making ouvr recommendatbtions to you, I
think it might be well t¢ emphasize again the iwmportance
that this particular job has for +the Commission; <that
at this time we have off the coast of California the best
hurnting grounds for finding oil. I am sure that the
Commission knows +that, it hws been emphagized to you by
others that have appeared hefore yosu, and it ils definitely
necessary for the Commigsion to get leases and rules and
regulations so that this land will be available for the
industry to prospect on and for‘fhe State of Califoxnia
and their citizens to get the benefit of it.

You have heard figures of three billion to
four billion barrels of oil, and before that oil can be
reduwced, it nust be found. Thogse are estimates; they
are really speculations, but it doesn't mean that that
0il is there. You have to give the industry a chance to
go out and find it, and it is on that basis and those
facts, really, that our recommendations are made, o
that the irdustry can huve rules under your supervisgion

~where they can go out and attempt to get thisvgilJfor the
pecple of California and for your use here in the state.

Our recommendations are set out in the first
part of our report, which is dated February the 3rd, 1958,
and they are on the bagls of devermining a leasing

policy, determining rules and regulations based upon
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gound petroleum engineering prineciples. The Conoultants,
or your consultants ars petroleum engineers, and it is
on ‘the basgis of sound congervation and souvnd operating
policies that we make these recommendations to you.

Our recommendations concerning tideland oil
and gas leasing policy are: |

T, Leasing policy'must be flexible and
adjusted to circumstances and the. facts existing in
regpect to any area from time to time, sine. there is no
way to know beforehand whether or not a tract of land
will be "dry," "marginal,™ Qr "highly productive," as
tidelands offer mo more or no less an altractive vemture
for discovery of o0i1 reserves and for profit than did
the upland areas except for the additional expense of
tideland operations, The over~all problem of leasing
tilidelands is not substantially different than would be
the leaging of uplands under similar circumstances. The
Commission can do no more than exercise its best business
Judgment within the limits of gtatutory authority, since
there is no formula +that can remove the speculative or
risk element in the search for and development of oil and |
gas pro&uction. |

IT. The Commission should maintain an
adequate staff to provide its own source of interpretation
of the facts that are developed in respect to any tract

proposed to be leased, and in respect to produciug
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operations ou Siuote loandg.

ITI. Lends should be leased only on request
of progpective bidders except when development drilling
is required to offset drainage from State lands, and,
leasing as to any separate structure should be‘e,"3:’::1‘:e:;;r---vm‘.sc-:«,’k
that,is, giving wildcat tract leaseg -first, with a portion
of the land reserved for leasing as proven or probably
productive in the event of discovery on any separate
sfruoture. ’

IV, The lands should be classified asg Ywildeat
and exploratory" or as "proven ox probably preductive”
for the Commission's purpose of fizing lease terms.

V. Wildcat acreages should be ieased in
tracts from one and one-~half to two miles wide along the
shore by three miles long (seaward), in the range of
2880 to 3840 acres in size; and, proven or probably
productive tracts should be leased in the range of 1440
to 1920 acres in size with a three-mile seaward dimension
except when immediate or anticipated circumstances
dictate larger or smaller size leases.

VI. Leases on wildcat lands should bé awarded
on the basis of a cash bomus bid. Teases on lands
éonsidered proven or probably productive should be offered
on the baéis of a royalty bid where the lease aléo
gpecifies a firs%~year annual‘rental in an amount
sufficient to be a cash bonus in addition.

VII. "Commencement of drilling operations"
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should be earth boring for the purpose of completing an
0perating'well; 120 days should be granted as time
betWeeh'wells under the comtinuocus drilling clause; time
between wells should be ccuntedccmmencing the day that
drilling operations reach total dépth nf the well last
drilled; the drilling term of wildcat leases should be
three yf4rs,'and, for proven or probably pro&uetive
leases, lesgs thao three years.

VIII. The Commlssion should offer w11dcat

" leases on & cash bid with a 5pe01fled royalty of P/(5+.012

where "P" refers to barrels per day per well, with a
specified maximum not in ewoess of 40 to 50 per cent,

that isya specified maximum rcyalty;«and,_proven or

 probably productive leases on a royalty bid factor for

the formula P/(3+.01R), where WP represents barrels per
day per well, with a specified maximum of 100 per cent,
that is, royalty, and an appropriately high first-year

rental specified. The minimum royalty should at all times

be 16.2/3 per cent since the Commission cannot renegotiate

royaglties in the stripper stage or in the case of other—
wigse uneconomlo royalty burden. |
| "IK;' Gas and 011 pro&uct royaltles 1n W1ldca+
leases should be at 20 per cent, and; for proven or
probably productive lands at 33 1/3 per cent.
X. No provision to share cost of dehydration

cf oil should be made.

T
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v 1 . XI. The right to deteruine well-head prices

e | TLor purpose of determining royalty due under any State

8| lease should be reserved tb ‘the Commission in every lesse.
4 | | ZILL. The right fto take royalty in kind at
i f§* 5 specified points of delivery at any time should be

6 reserved in every leagse. |
7 ZIIT. There should be no provision in any
s | lease for the State's participation in future investment
9| or expense of any required or advisable lease operation.
10 XIV. Leasing of the available 54,000 acres
v | in Santa Barbara County should be initiated by granting
12 not more than five SGgregated nonécontiguous leases, each 

18| covering 2880 to 3840 acres oifered on a cash bonus bid
;dii \ 14 and the remaining acreage should be neld pending Jdevelop~-

| 15 ments.

16 XV. The draft of a lease as proposed on

11 Pebruary 11, 1958, by the Western 0il and Gas Association
18| should be adopted except for confliciting recommendations
| made in this report. |
20 ¥VI. The Commission must exercise its right
gy to reject bids found to be insufficient in bomus or
99 royalty because it can only determimne what lessees Will“‘
o3 | offer for a lease after bids are received on one basis

ag |  ONLY. | |
QED o5 ¥VII. M"Average-production~per-well-per—day"

for purposes of computing royalty due on oil should be

26
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1 determined on the basis of monthly oil production,

2 calendar days in the month, the number of bona fide

8 "producing® wells as determined by the Commission, days
4 each such precducing well operates, and counting operated
81 injection wells as producing wells, if much injection
6 wells were previously approved by the Commission. Dually [
7 completed wells completed on approval of the Commission
8 would be counted as a producing well for each separste
9 zone that qualifies as a "producing” well. |
10 | | XVIII. Hvery lease should define "zones" or
1| "pools" or "common reservoirs" as synonymous terms mean~
12| ding a stratum of porous, permeable rock containing a
13 common accumulation of oll or gas congbituting a separate
R v source of supply from any other zoney pool or commox.
| 15 regervoir, for the purposes that such a definition is

16 reguired. |
17 This 1s respectfully submitted by Dr. Kaveler
18 and @Mﬁselves, Keplinger and Wanenmacher.
19 ' Now, the back portion of the report —- in the
20 back part of the report the various recommnendations are
21 discussed in detail, and at this time I don't know of any
2 |  point which should be clarified. We'have,yéf course,‘ '
28 offered the Commission a little leeway in our recommenda-—
24 tions ag to the exact area, the exact acreage which

25 should be submitted, and in reference 1o our recoumendatiol

6| Wo. 9, "gas and," that should be corrected to be "gas and
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gas products royalty." This is a typogrophical errox.
I believe that iz all we have.

CHATIMAN FEIRCE: A1l right., Thank you, Mr.
Keplinger. Now, before you leave the gtand, T am going
to agk 1f the Irt. Governor or Mr. Kirkwood have any
questions they would like to direct to you.

LT, GOVERNOR POWERS: I don't think I do if we are
going to take this under submission before we finally
vadopt,it. Is that right? ‘ N

CHAIRHAN PEIRCE: Well, now, what is your pleasgure,
gentlemen? What is your thinking, M». Kirkwood? Do you
concur in the suggestibn”that T made at the outsﬁart; |
that we might want to take this under submission and
have the staff analyze it before we take any action there~
on? |

MR. KIRKWOOD: Yes, I think we need to do that. It
might be helpful to the staff that we have some dis-
cussion of it today. I don't know what the procedure
would be. I assume there would be further discussion at

the time of the staff recommendation, both by industry

and is 1t planned that IMr. Kaveler or either Mr, Keplinger|

or Wanenmacher would be available then?
CHATRMAN PEIRCE: Is that your thought, Mr. Hortig?
MR, HORTIG: That would be the staff recommendation
for procedure, Mr. Peiice.

CHAIRMAN PEIRCE: In other words, after you have
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completed your analyses of this report and we then take

2 it up for final decigion, we would have our consgultants

? 8 with us for further advice on this matter?
8 4 MR. HORTLG: That would be correct, sir, and also
6 such representations as indusiry felt were appropriate

6 on the gtalf recommendations at that time.,

i 7 VMay I suggésﬁ at this point, and possibly
: 8] even prior to your conéideraﬁion in whether to take this

b particular report under submission, there is also pending
10 a question on behalf of the Western 0il and Gas Association
1 Subcommittee, & request to present to the Commission this
12 morning,vaSsibly‘in very vrief form, & proposed form of

18 legse, which does contain some elements which are

4| counter to the recommendations of *he Consultants, butb

15 which are also in the manner of the Consultants!'

16 | recommendation 15 as it'has Jjust been outlined by Mr.

17 Keplinger. So you gentlemen have not yet had the

18 presentation of all of the elements that possibly should

19 he taken under submission.

.o 20 MR, KIRKWOOD: I would like to ask just a couple of
o 2 CHATRMAN PEIRCE: Mr. Kirkwood
R 23 MR. KIREWOOD: With reference to the staff, you

24 | suggest that there should be an adequate staff, Do you
QE’: 26 have in mind any particular changes that should be made

26 or have you yeveloped in your own thinking any different
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1 kind of a stell pattern that ie any different than what

2 we presently have?

8 MR, KEPLINCGER: The recommendation that I have in

4| that repurt is that the geological portion of your staff
6| should be ag sirong as humenly possil’ s because thatk

6 information which is given to the Commission is confiden~
71 tial, and the Commission must rely on their staff to

o 8| dinterpret the information, the industry -~ the oil

: | 9 | dndustry representatives will not do that for you, and
';‘jy 10 that is probably the biggest point that I would like to
g 11 make, | | |

2l CHATRUAN PETRCE: Tn other words, you believe that

13| our technical staff should be augmented, particularly in

14| the field of geology, so that we will be able to analyze
i1 what information is made available to us uhder these

16| various leases? o

17 MR. KEPLINGER: Yes, sir, Not only the technical

1! staff in geology, but also in petroleum engineering,

19 { because we at the pregent time know so much more about

20| weservolirs than when the Commission was first established,
21 | and the ways to produce oil teday are far different and - |-
99 - congervation practices and secondary recovery through the
injection of water and gas and other gaseous fluids

o4 | increase the production of oil; and the Commission should

o5 | have a competent staff fto deal with the industry.

2 MR, KIRKWOOD: I +think it could be very helpful,
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fr, Chairman, if the Coasultents, sgain sitlting down with
Ve, Hortig, could give us some indication as ‘to what in
their mind would give us this sort of a staff. I think
we need some technical assistance on that, too.

I aosume -~ I saw this report this morning for
the first time and I haven't had a chance to review it
before —— I agsume that somewhere along the line we will
have, 1f we don'’t have it here in your explanatory
material, the péints of difference between your suggesbion;
and our past lease practices or our preseut 1ease
practices and what is involved; a little bit of the
argumenté both ways.'156me of that will show up in ybur
apalyses; is that right, Frank?

MR. HORTIG: That would be a definite phase of the
staff analyses, Mr. Kirkwood. Due to the time of sub-
mittal of the Comsultants' report; the Western 0il and
Gas Association Special Subcommittee draft, which again
represents in some areas a different viewpoint, we were
unable to prepare such a comparison for your consideration

today, and it is the recommendation that this would

~ necessarily come during the period of staff consideration

and preparation and a final report for your consideration.
MR. KIRKWOOD: I was wondering gpecifically on

recommendation 13 as to how that affected what we have

tallked about on repressurizstion and that sort of activity

Ts that different from what we have had before ox has

L M




10

11

12

13
14
15
16
17
18

12

22

28 |

24

26

26

JCIHM J, RABASA, CERTIFIED SHONTHAND HEPOATER

1.

g vy, Ttz wiees

theie been ome s

MR, HORTYIG: Well, in effect, it results in a
recommendation of returning the Commission's lezse bid
form to the condition in which it was prior to the last
lease offer, which, for the first time, included pro-
viseions for possible State participation in aconomic
burdens of subsidence protection,

IR, XKIRKWOOD: Would the provision in FVII, with
reference to counting inoperative ejection wells offse:
that in paxrt? That is the sort of thing I would like to
see analyzed. I find myself mot knowing exactly where
the differences come in and~what.the,o£fsetting factors
are, |

IR, BORTIG: You are correct. The purpose of
counting ejection wells, of course, is to assist in that
direction, particularly in cases whefe there are secondary
recovery projects operatéd for secondary recovery features
rer se, but recommendation KVIT goes one gtep further,
and the difference of opinion at the moment as between
the Consultants‘and the industry's proposed lease form to
be reconciled, is this matter of whether or not +the State
in a lease offer should offer to consider to participate
in emergency and unforesceable operating costs that are
not directly a normal functiom of oil operations.

MR. KIRKWOOD: Are we going to be able to get these

differences boiled down somewhere in outline ahead of the
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next meeting so we can yeview it7

MR, HORDIIG: Yes, That is the purpose of the glalf
revigw. '

CHATRUAN PEIRCE: Do you contemplate having two
columnsg, for example, with our Consultants' recommendg~
tions, ox possibly three columns, then their recommenda—
tions, your concurrence or noaconcurrence, and then the
industry's comments and recommendations with respect to
coiumns 1 and 8¢

MR. HORTIG: That will be one mechanical approaého
I I may suggest to the Commiséion, we have had in wmind,
and this may well serve the purpose, of preparing a lzase
draft form which would, where there was concensug, have
one statement of the terms and conditions for the |
particular section, and where there zre differences of
opinion, boil or the three vergions of lang@age that
propose to cover the subject supplemented by an explang-
tion and recommendation as to which of the three versions
it is recommended that the Commission adopt for that
particular section of the lease form, go that after con-
sideration and adoption on that basig, the net result is
that the Commission's action would be an suthorized lease
forrl to be used in the next featured lease offer —— lease
offered for bidding. '

" NR. KIRRWOOD: Yes.
CHAIRMAN PEIRCE: Any further questions from members




JOHN J, RABABA, CERTIFIED SHORTHAND REPFORTER 2

. of the Commission? Assemblyman Miller, would you like
fQ!p & to ask Mr. Keplinger any questiong?

’ ASSEVBLYNAN MILLER: Mr. Cheirman, I don't want to
4 prolong this meeting at all, If it is coutemplated that
b we would be gble to be in on any future conference of

6 the gtaff and your consultants, or even without the

7 members themselves, Zn which some of the questions that
8 I have in mind‘might be discussed, I would defer any

9|  examination here on some guestions that are in my mind
W| %o that point where ybﬂ have a woﬁking'meeting, but it

1 would depend on that. If I didn't have an opportunity
121 to agk Mr. Keplinger any questions subsequently, I would

. 18] like to ask him now, but I wouldn't want to burden your

14 meeting with them if I wwuld have that opportunity later

15 On.,

16 CHATRMAN ﬁEIRCE: Well, I believe +that most of us

17 are at a disadvantage today with regard to’asking

18 questions because we haven't had an opportunity o

19  examine this report carefully in order to have had the

20 | benefit of the staff analyses, and I assure you that you

2t |  and members of the Assembly Committee will have an

2| opportunity o study this report and this recommendation
23 and to participate in future discussions before a final
24 decision i1s made.

Qib % Mr. Henns, have you any qﬁestions that you

26 |  would like to ask at this time?
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1 ASSEMBIYMAN HAWNA: I have just one simple

2 quegtion. T probably expoge my ignorance in this deal,
8 but I am wondering about Paragraph VIII, where you have

41 uged "P" in the formula., Is there g definite distinction

5| between the definition of "E" as used in the formula in
6 | Parsgraph VIII and Paragraph XVIL, I think it is, refexr-
ring to the definition of an average production per well

8| per day?

9 CHATRMAN PEIRCE: MNr. Keplinger.
10 TR. KE?BINGER: Mr. Hanna, that is the same "P,%
‘v 1| yes.

‘ _@§~»,> 12 ASSENMBLYIMAN HANNA:s I thought it wass, Thank you. L
| 18 CHATRMAN PEIRCE: All right. Thank you. |
ii wl ASSEMBLYMAN HANNA: I have some questions but I
fﬁ}a. 5| will wait, as Mr.‘Miller, until the next *time.
fjJ "‘ 16 - CHATRMAN PEIRCE: All right. Mr. Home, you are
?.:; 17| Chalirmen of the Committee of the Western Oil and Gas

,f 18 | Association, are you not?

19 MR, HOME: Yes, I am.

ii 20 CHAIRMAN FPEIRCE: Have you any questions you would

 ; a1 | like to ask at this time, or any comments or anything to

oo | say in behalf of the industry committee in the presence of
93 | Mr. Keplinger?

24 NR. HOME: I would like to say only this, Nr.

o5 | Peirce, and members of the Commission, that the industry

9 | committee have met on two occasions or members of the




.

10

11

12

18

14

1b

16

17

18

19

20

21

22

23

24

26

.26

FA

JOHN J, RABABA, CERTIFIED SHORTHAND RIPORTER

Commithtee have met on two sepavate occasions with Dr.
Keplinger and Nr., Wanenmacher oxr IMr. Keplinger, and we
have had some discussions, but it 1e true that we have
come out with some peints of difference between the
indugtry's recommendations and those of the staff
consultants. However, the industry has had {the final
recommendations of +the consultants for a very short time.
We have not yet had an opportunity to consolidate any |
industry viewpoint with respect to certain of the
’differences of points of view, although in the madorlty
I feel that we do have such a viewpoint.

N  The thlng that T would ask this mornlng Waul@
be that the industry likewise be given an opportuniiy at
some future time, either at ox prior to the next meeﬁing
of the Commigsion, withir. which o submit the reasons
for its differences in viewpoint from the various points
that are mentioned in the counsultants' report and
recommendations.

CHATRMAN PETRCE: You will be given that opporﬁunity,
Ir. Home, and the members of your committee,
At this point I would like %o ask Mr. Hortlg, ‘‘‘‘‘
have you any suggestions in that regard?
MR, HORTIG: Mr. Chairman, in view of the necessity
of timing with respect to preparing adeguate presentations
for the Commission, and the necessitly for bringlung the

consultants from Tulsa, Oklahoma, at such times as there
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can be a complete couference and eventually a meetlng of
the minusy may T suggest that 1t may serve the purposes,
aund I would like to put this in the form of a question to
Mr. Miller, if I may, end Mr. Hanna, whether it would
serve their purpose to consider scheduling a Commission
meetdng, as Mr. Home has suggeuted, where the gtalfl
review the final industry review and would be presente&
to the 00mm1981on for consmderatlon, at Wthh meetlng the

special Consultants for bhe Commmss&on would also be

'present, and full comsideration could be had in the sense

that it would be suggested that such meeting ve set 1o
near onme agenda item only, and that o be this matter
of the oil and gas leasing policy, and to be set in the
very near'futﬁre. Would this meet your pﬁrpbses, Mr.
Millexr? |

ASSEMBLIYMAN MILLER: Yes, sir.

QHAIRMAN EEiROE: ‘How soon do you think this
material can be analyzed andlycur:commenﬁs reported?

MR, HORTIG: vaiously'reviéﬁs and re-reviews could
be continued ad infinitum, but in view of the desirable
nece581ty for ﬁettlng some flnal reports to the Commissiong
'and Whlch can then result 1n prooeedlng w1ﬁh 0il and
gas leasing, as in actual matter, as Mr. Keplinger has
already mentioned, is pas?t necessary; I should 1iké_ﬁo'
suggest that the staff be directed to attempt to set a

meeting date that would be mutually convenient 10 tna
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aniwne

Coumilgeioners, probably in dSacramento, and ducins the
week of Pebruary 24th.

CHAIRMAY PUIRCE: The lasgt wesk of Februarye?

MR. HORTLG: Yes, sir. |

LT. GOVERNOR BOWERS: I+t would have to be after the
25th for me. |

CHATRMAN PEIRCE: What is your comment in that
regard, Mr., Kirkwood?

MR, KIRKWOOD: Well, I think it is going to be
gifficult to bring all these things together and get
them in shape for us to act upon within the reasonable
future, thaﬁ:is our problem,

LT, GOVERNOR POWERS: The LegiSIatmre will be in
session and I will be up there the first week in March.

MR. KIREWOOD: I was wondering this, again in an
effort to get the different poinfs of view available
and in a position where they can be éompared for us,
whether it might be well to suggest to lMr., Hortig t0
conduct a meeting at which the industry's point of view
would be presented, and, if possible, the questions

that the legislative committees might have would be

posed, and draw the material together for éubmissibn’td”“"”

the kind of a report that we originally talked about of
bringing the issues out at the next Commission meeting.
I would hope that I would be able to sit in on such a

meeting even if Frank were conducting it, rather than
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fﬁf 1|  have a full Commission meeting, but it does seem to me
' 2| thet if it is a full Commission meebing —- I think this
8 is going to vake time, that is my problem, and to hold
4| all three of us together these days is a little tough,
5 Jjust as I would suspect that Allen and Assemblyman
& ¢ Hanna would come in for part of the bime, perhaps to
,ﬁ; 7 ralse their points, and we could get it ccreened. I
.ff{ 8 would want to sit in as much as I could, but I am juat
‘;‘ 9 ywonderinﬁ aboat the tlme pfoblem, whether that mlght
\{  43 10 save-some time, and then have all of that material
_xf;? : 1t available to us at our meeting and have further dis-
g w| cussions st that time. o
¥u 18 . CHATRUAN PEIRCE: That would be done in the abgence
 ; 14 ‘of the Consultants or in the presence of the Congul tants?
‘? - 15 MR. KIRKWOOD: No. I would hope that the
15| Cousultants would be available.
al CHATRMAN PETRCE: In other words, you would suggest
. - 18 that Mr. Hbrﬁig'conduct a hearing which would be
f ff"~ 19 attended by representatives of the industry, the
E | 20 Consultants would be there, and members of the Assembly
21| Subcommittee and members of the Comm1351on to the extent
99 that they could participate in thlS 1nformal dlscuSSlon
23 trying to resolve the various points of difference, and
24| clear any points of confusion before the matier is
*élp' a5 formally presented to the Commission?
N 26 MR. KIRKWOOD: 1In any event, we ave going to have
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1 two meetings, one for thisg discusglion and one at which
2 we decide on the final form of lease and the aémeageﬂ
8 o bé included, and it just seems to be that that Lfiret
4 one might be conducted by Frank rather -than be a Lormal
5 Commission meeting.
6 CHAIRMAN PEIRCE: “What do you think, Governor
7 Powers? "
8 LT. GOVERNCR POWERS: Well, I would like to sit im
9 on it. I suppose your theory is tc¢ have it run ooné
10 secutively along, two or three days right together, so

11 you can bring the Consultants in; is that right?

| 12 ~ MR. HORTIG: I% wouldn't take two or three days.
! b o LT. GOVERNOR POWERS: Well, it would take two days.
Q 14 Yoﬁ are stuck with two. |

15 MR. HORTIG: May I ask, did you have in mind, Gov.
16 |  Powers, that this review session would be followed

Y immediately thereafter by & formal Land Commission
18 meeting? | |
19 ILT. GOVERNOR POWERS: That would be my idea,
20 becaﬁse your Gonsultants would want to be there both
21 times and it would save making trips to Sacramento, and

| that is why T thought it should be postponed umbil just |
23 before the Legislature convenes. At that time :.% would
24 be mofe convenient for all of us in connection with the

o 25 Legisla”cux‘e; | |

2 MR. HORTIG: One technical difficulty +ha+t occurs
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o me would be the resgolution and comgolidation as

a result of that informsl segsion in such monner that

it could be presented to the Commission., If there would
be consecutive segsions there wouldn't be any opportunity
for that.

MR. KIRRWOOD: I think we want the advice of Mr,
Hortig after just as many points as possible have been
raised.

Now, granted, as he says, we can go ahead and
re~analyze and re-analyze forever, we have to have a
stopoff date, but I think we need to get all of this
digcussion out on.thé table and then give Frank time to
analyze it, and, as the head of our staff, make re-
commendatidns that are considered recommendations, and

at that time, sure,\we are going to have to have further
discussions of them so that we understand them fully
and there are no questions about our support oL non-
support of the particular proposal.

LT. GOVERNOR POWERS: Well, you would want them a
week apart; is that right?

MR, KIRKWOOD: I think that would be almost
necessary.

CHAIRIAN PEIRCE: Well, may I maké this suggestioun,
fhat Mr. Hortig and the Consulitants and representatives
of the industry and the Legisglative Subcommittee, and

members of the Commjyssion, hold an informal meeting the
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last weel in February in Sscramento, the latber papt
of that week, and then a week later the Commission will

hold a formal meeting, at which time, now, we will have,

- presumably, final answers Ifrom Mr, Hortig and e final

snalyeis of this preparstory to our taking any formal
action with regpect thereto, |
What is your reaction to that, Mr. Kirkwood?
MR, ELRKWOOD: That sounds all right. !
LT. GOVERNOR POWERS: Yesm, that is all right. I
would just.like to know the dates.

CHATIRMAN PEIRCE: Well, the days have to be worked
out by Mr. Hortig so as to meet the convenience of all
oonceined, You can do that, can't youw, lMr. Hortig?

’MRe HORTIG: Yes, sir, and for Gov . Powers' benefit,

we will definitely shoot for the latter part of the week

of the 24th so that we will coincide with your necessity

for meeting latep thax the 25th,
LT. GOVERNOR POWERS: Fine.
R, KIRKWOOD: The 26th or 27th are open at this
point for me.
CHAIRMAN FEIRCE: I think they are both open for
ne. . S o
ASSEMBIYMAN HANNA: Thét'is okay for me.
T.T. GOVERNOR POWERS: That is all right for ne.
CHATRMAN PETRCE: That would be the understanding,

Mr. Hortig, that you make a note of that and make the
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necegseyy arrangsements.
le 2 Before we coneclude this discusgion, is there

anyhody elsge in the sudience who wighes to speak in

4 regard to this in addition to what Mr. Home has alreody
B said in behalf of the Western 0il and Gas Associatbion

6 Committee?

7 (o audible response.)

8 CHATRMAN PEIRCE: All right. If not, I want to

thank Mr. Keplinger and Mr. Kaveler for their participa-

10 tion in our discussion today, and for the record,they

1 have submitted, and I sm sure that your findings and

12 recommendations will be wvery helpful to us in resolving

18 a problem that ig difficult at best. We have a most

4 important assignment and we want to com2 out with the

16 right answers and to do this in the best interest of

16 the people of the State of California.

1 A1l right, Mr. Hortig, if you will, proceed

18 with the next item on the agenda, please.

19 ITZ. HORTIG: Calendar page 2, gentlemen,
20| The Committee will wecall prior authorization
21 for a consideration of the amendment of the existing

2| ryles and regulations relating to the conduct of

2 geophysical and geological surveys on tide and submerged
24 lands.
26 After extensive review with all interested

26 parties, and complete consultation on the legal phases
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1 with the office of the Attoxmey General, the language
ﬁ!’ 2 hag finelliy been developed which is satisfactory 4o all
| 8 interestbed parities to accomplish the desired control

4 without over-controlling and reguliring permits for

b types of operations that were apparently never conlem-

6 plated to be controlled or reviewed, and, therefore, it

7 ig recommended +that the Tommission adopt the proposed

8 amended language for Section 2100(b) of the mles and

Regulations of the State lands Commission, in the form

&

10 of the resolution as stated in this calendar item for

1 adopiion by the Commission; that after proceedings had,

121 in accordance with the provisiong of the Administrative

QED 18 Procedures Act, and pursuant to the authority vesgted |

4] by Section 6108 of the Public Resources Code, the State

15 Tands Commission hereby amends and adopts its regulations

16 in Title II, California Administrative Code, as follows:
17 Amends Section 2100(b) to read:

18 | "(b) The taking of core and other samples

19 may be cconducted on and under tide and submarged

20 lands of the State, except as follows:

21 Geophysical survey permits are raguired
TN - for the conduct of geophysiecal surveys on

23 all Ftate lands by any seismic method

24 employing explosives,

25 | Geological survey permitg are réquireﬂ

26 for the conduct of geological surveys 0. and
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1 wirder submerged lando of this State where
2 geological samples are obtained through any
8 drilling operation. The "dart," "jet," and
" other similar technigues, shall not be
5 regarded as methods of dwvilling operations
6 where geologlcal samples are obtained within
i the meaning of thig subsection,
8 This crder shall take effect on the 30th
9 day after its filing with %hé Seoréﬁary of
10 State as provided in Secticm 11422 of the
u Government Code, |
12 | The Executive Officer is authorized to file
ﬂiﬁ 13 this amendment of Title IT, Californié Administrative
14 Codey, with the Secretary of State.
- 15 CHATFMAN PFIRCE: You have heard the wveading of
16 the proyosed regulation. Is there any discussion?
17 | NR. KIRKWOOD: Well, T move the approval of the
18 recommendation. |
19 LT. GOVERNOR POWERS: It is all right with me.
20 CHAIRMAN PETRCE: It has been moved and seconded
21 that the recommendation be approved, and so will be the
“‘m  ' order, | - I | o
23 MR. HORTIG: Mr, Chairman, and gentlemen, noticing
24 the aitendance %today with respect to particular agenda
26 items, it is suggested that thé Commission next consider
26 the item on page 32 of the agends relating to proposed
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expenditure of tideland oil funds by the City of Long
Beach purguant to Chapter 29 of the Statutes of 1956,

The City of Long Beach hams regquested that the
vcommisegion approve an expenditure by the City from its
tideland oil fuuds of such sums asg may be necessary 1o
hold a gpecial election on March 4, 1958,

The office of the Attorney General has
submitted the conclusion that the particular proposed
use of the City of Long Beach share of tideland oil
revenues is néither a legitimate cost of oil production
nor a permissible use within the meaning of any subdivisig
of Section 7 of the authorizing statutes.

Additionally, while the Commisgsion may give
prior written appro?al to expenditures not stated
specifically in the authorizing statutes, pursuant to
Sectionklo‘of the gtipulation which has been filed as
to entry of decree in the cage of People of the State of
California vs., City of Long Beach, it also has been
concluded by the 6ffice of the Attorney General that,
because of imnability to find any legal Jjustification
for the reguested approval of the projosed exrenditure,
the Commiséioh.éanndt safelyﬁappro§e suchkrequested
expenditure.

Therefore, it is recommended that the Commissioy

determine not to approve the request of the City of

Long Beach of January 15, 1958, as to proposed

F=
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; 1 expenditures from the City'a share of tideland oil funds
fé‘ 2 of such sums ag may be necespary Lo hold a special
'%l 8 election on Mareh 4, 1958,
&
o 4 CHAIRMAN BEIRCE: Does the Clty of Long Beach
b degire to protest this recommendativig
6 MR, LINGLE: Tor the record, L am Harold Iingle,
7 Deputy City Attorney of Long Beach.
‘;'“1 . 8 TFor our record, we do desire to protest it.
g 9 I don't wish tb-helabor‘the point here, but we feel that
 &%~  ‘ 10 the only purpose in hdlding this special electionkwas.
| 1 to amend our charter so that we could enter into
i¢§. r 12 contracte in the oil fields for the lack ofvthe;prOw'
L T ductive life of the field, and it is for mo other purpose]
4] . than that. So to preserve our record, and if there is
16 some other step that we desire to take, we do prctest

16 thet particular ruling, and we disagree with the Aftorney|

e

i

17 General.

18 CHAIRIMAN PEIRCE: Thenk you, Mr. Iingle. Is there

19 ahy further discusgion of the recommendation?

20 We are guided by the Attorney General's advice

21 in this regard. Therefore, the Attorney General's

2| advice is s0 recomméndéd;”ww T o o

R MR. KIRKWOOD: T move the adoption of the recommenda-
2 tion. | |
5 . GOVERNOR POWERS: I will second the motion.

26 CHAIRNAN PEIRCE: It has been moved and seconded
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1 that the recommendation be approved and so will be the

2 order.

3 The next item, Ir. Hortige

‘| Mi, HORTIG: Yage 33, The Commission has previously
5 approved the cost to be expended in the 195758 Liscal

6 yvear by the Harbor Department of the City of lLong

7 Beach, incluﬁing subsidence remedial work, for the

8 Pier B area project., Subsequent to these approvals, it
9 developed that arrangements could no%vbe concluded with
10 the potential lessee, thusg eliminating the necegsity

1 previously planned for construction of the passenger

2|  terminal. Accordingly, complete revision of plan will

18 be made Tfor the Fier B reconstruction involving deletion

1 of the passenger terminail, and enlargement of the

16 originally contemplated Transit Shed with appropridte

16 changes in the service facilities thereto. Such costs

17 a8 have been disbursed for preliminery work and for

18 transition planning have been previously approved.

19 Due to the changes in the nature of ~he work,

20 the ILong Beach Harbor Department has submitied new plans

a1 and estimates, and has requested State participation in

94" the costs of the new work.

This revised project has received initial

24 gtaff review, is congidered to include some subsidence

ng o5 costs as defined in Chapter 29, but not necessarily sll

" of +those cogts as estimated by the City of Long Beach.
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1 It is recommended that the Commission rescind
2 the approval of the excess of approved costs over the
3 actual costs to Februaxy 11, 1958,‘f0r recongtruction on
4 The Pler B project previously authorized, and approve

8 costs proposed to be expended by the City of Eong Beach,
6 ircluding subsidence remedial wbrk, as indicated on

7 Exhibit "A" attached hereto, for the period February 11,
8| 1958, to June 30, 1958, subject to the standard

i 9 reservation conditions heretofore adopted by the
| 10 Commission relative to fiﬁal'ﬁétérminatibn of allowability
%’f fi; "; 1 of subsidence costs dependen® upon engineering review
ff i 12 andvfiﬁal audit subae@aenﬁ o the time when the work
18 under any of these items is completed.
14 CHALMAN PEIRCE: Does the City of TLong Beach
16 concur in this recommendation? |
16 MR. LINGLE: Yes, we do concur'with this recommenda-
3 ; 17 tion.
8 18 CHATRMAN PEIRCE: Thank you, lr. Iingle. Any
1 discussion? | |
20 MR, KIRKWOOD: liove the approval.
e o LT. GOVERNOR POWERS: Second it.
| 2 CHATRUAN PETRCE: Moved snd seconded that the
?;f.ii] 23 recommendation be approved, and so will be the order.
;f S 24 ~EDhe next item,
g 2 | | iR, HORTIG: TPage 35,‘gentlemen. Again the

26 Commission has previously approved costs to be expended
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1 in the '87-58 fiscal year, ineluding subsgidence remedial
2 work for a project which has been classified ag the
3 Pier D aré& project. Subsequent to this approval and
,} 4 study, it developed that additional coste will have to
 ;' 6 be incurred because when construction work was actually
“gfj 6 undertaken it wag found that there actually had been
v'V‘%/ 7 more prior damage due 0 smbsi@ence than was contenplated
vaxgg 8 would have to be repaired when the plansg were developed.
i ?i 9 MR. KIREWOOD: Well, this is routine?
i *‘3* | | MR, HORDIG: his is routine, except that it is
o 1 necessary for the Commission's approval to augment the
?,.'5 T 12 A:funds .
s 13 IR. KTRKWOOD: Recommend approval.
i 14 LT, GOVERNOR POWERS: Seconded.
15 CHATRMAN PEIRCE: MNoved and seconded that the
5;? 16 recommendation is approved, and so will be the order.
'{i ﬁ MR. HORTIG: Also on the same general classification
 ?1 ig of routine, as in My, Kirkwood's definition, on page 3T,
 f{‘ 19 in which the Commission has hebetofore been approving
‘%g 20 expenditures of funds, subject to final review, but on
f; 21 a monthly basis, in as much as the project classified
5*” 9| as Town Lot project is not currently procegsed sufficiently
03 t0 be propoged in its entirety for approval on a fiscal
sa |  year basis, it is again recommended that the Commission
25 authorize expenditures for the next succeeding months
26 as outlined on Zxhibit A attached thereto cn page 30.
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i 1 MR. KTREWOOD: Iove the approval.
i 2 LY. GOVERNOR POVERS: Seconded.
** CHATRUAN PELHCE: It hes been noved and seconded
lg; 4 that the recommendation be approved, So will be the
fé 6 order.,
J; ¢ MR, HORTIG: Page 39 is again in the same nature
% 7 as the second preceding iter in that it has been
- 8 determined that addiftional costs of repair will have to
Qé; | 9 be unuertaken which were not available at the time that
 §; , 10 | the project was approved on a fiscal year basis, and it
u is recommended that the additional costs %o be incurred
'w $;iﬁ | Dbe approved, again subject to the standard limitations
e 13 Tor review on completion of the projest,
qu~ 14 R, KIRKWOOD: I move the approval.
i LT. GOVERNCR POWERS: Second it
16 CHATIRMAN PEIRCE: It hag been moved and seconded
17 that the recommendation be approved. So will be tae
18 order.
19 MR, HORTIG: DPage 41, The item proposed herein is

20 by the City Engineer of the Uity of Long Beach in view

21 of the fact that the operations to be undertaken are
sQﬁk%m?ew“~~22*"'outsiﬂ9‘the SQécifiedvlimi%S‘of’thé Lohg Beach Harbor
‘ 23| District, which are the limits of all the preceding

24 projects, which you gentlemen have considered here this

25 morning.

26 The particular project involved herein is the
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construction of a new Novy landing, the major Xtem in
the project being the congtruction of facilities Lorx
the unloading of United States Navy personnel, and, of
course, the adjoining boat basge and facilities necessany
to handle the fleet boate., The congtruction will
involve subsidence costs, and as defined in Chapter 29,
but Lfrom a staff review it is indicated these are not
necegsarily all of the costs as estimated by the City
of Long Beach.,

Thersfore, within the authorizatibn Qf’Chapter
29, it is recommended that the Commission approve the
expéndituregyby ‘the Oity of Long Beach w-
 NR. KIRKWOOD: MNove the approval.

MR. HORTIG: -- of the consbruction item, subject
to the standard reservations for future review.

LT. GOVERNOR POWERS: Second it.

CHATRMAN PEIRCE: 'It has been moved and seconded
that the recommendation be approved. $So will be the
order., |

That concludes the Iing Beach items?

Mz, HORTIG: If I may check a moment.

HISS STAHL: You have one épeoial item.

IR, HORTIG: I believe we will bring that up at the
end of the meeting., It is not on the agenda.

Page 31, gentlemen. Chapter R000 of the
Statutes of 1957 direct the Commissionm to proceed with

the study of boundaries of the tide and submerged lands
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in the Long Besch ares, with pariticular reference to
those tide and submerged lands previously granted by
the Legislature to the City of Long Beamch and granted
in #xma%, and under this statute, the Commission shall
report to the Legislature not later than February 15,
1958, its progress in carrying out the purposes of thig
Act.

As you gentlemen will recall, on September
13, 1957, authorization was granted for proceeding with
the office of the Attorney General in determining the
boundaries of the tide and submerged lands in conform-
ance with the requireméhts of Chapter 2006, $tatutes‘of
1957.

The Aftorney General's office and the State
Lands Division Staff have completed a detailed inves—
tigation of the origin and extent of public and private
land titles along the Long Beach waterfront.

A summary report of the study results will
be pregented this moxrming by the office of the Attormey

General, together with a request for Commission author-

izgtion to the office of the Attorney General to commence

litigation in the name of the Commission, and to take
other steps regarded as necessary to protect the State's
interests. |

separate from the request that will be

presented by the Attormey General's representatives this
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1 morning, it ig recommended that the Commisgion suthorise
2 the Erecutive Officer 4o report to the Legislature not
i 3 later than Pebruary 15th the prosress of the Commission
| 4 in carrying out the purposes of Chapter 2000, Statutes
B of 1957,
6 CHATINIAN FEIRCE: 1Mr. Shavelson, are you going
. 7 o handle this for ue?
8 liR, SHAVELSON: Yes. Iy name is J. Shavelson,
9 Deputy Attorney General. I have a written report from
- 10! our office to the State Lands Commission. If it is
1 the Commission's pleasure that that be read I will be
12 glad to do so, but it might be just as well tq
13 distribute copies to the members of the Commission and
‘ﬂp 14 I have a few extra copies available for other persons
15 who might be interested,
16 The purpose of our report is to summarize
1 the progress that we have made to date for the purpose
  ?.« 18 of helping the State Lands Commission staff to prepare
19 the report to the Legislature that is reguired under
90 Chapter 2000, and, furthermore, to inform the Commission
21 | that we have reached our conclusions within the office
T 2| &8s to what we think wiil be the proper course of action,
23 and to get authorization from the Commission to commence
a4 litigation and to gend notices and take any other steps
25 proceeding to litigate title in those areas that we
26 regard as ligatable, and also to inform the Commission
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% | 1 of the deeicion within the Attorney General's olfine
| 2 10 have our concinglons examined by independent counsel, |
k 8 who have not as yet been selected, to test the validity
,ﬁ ‘ of our conclusions and to make sure that the course of
5 action that we propove is the one that is in the best
6 interest of the State.
7 We want to avoid, on the one hand, casting
8 needless clouds on extremely valuable properties Dby |
. o commencing litigation which might be fruitless. On
10 the other hand, we wish to move prompitly in those areas
) ” that we do regard as ligabable, in order to prevent auny
| 12 logs oi revenues to the State, and we feel that the
18 course ol action that we propose here achieves the scope
14| of those objectives as clogely asg possible. To the
15 extent thatv they are somewhat inconsistent, we have to
18 sacrifice one for the other, but we try to accomplish
17 both objectivzs by our proposed course of action.
18 We do intend to file litigation in the very
19 near future as soon as certain mechanical details have
- been taken care of. That is, I have outlined the
‘Vﬁ‘ﬁ‘, o1 details in written form there., I could read the report.
22 CHATRUAN PETRCE: Mr. Shavelscn, may I ask this
28 grestion: Mr., Hortig has sent members of the Commission
" a suggested draft of the report to be submitted to the
ﬁ!"' o8 Legislature in compliance with this Statute, and he
26 advises that you assisted in the drafting of this repoxt




