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salte PWilClis  The necting will come to order.
I want to give recognition to the presence of our two

conpultants, Doctor Kaveler and Mr. Waneamacher, and I

believe Assemblyman Hanns ls present and Senator Richardsi

We are glad to hawve both of wyou members from the Legls-
lature here -~ and feel frce to participat: in our dis-
cussion. I belileve, iir. Hortis, we are now ready o
proceed with vhe agenda. W11l you talie over, pleasc?

Lile TONTIG: e Chairman, the first page of the
ageunda following the cover cheet, entitled FROPUSID OIL
AND GAS LUASES ==

On February 11, 1958 the Conmission directed that
the staff review the bases for issuance of oil and gas
leases with members of the Assenbly Judiciary Subcommitied
on Tidelands and with representatives of industry and to
present final analyses as to recommended oil and gas leas-
ing procedure to the Commission. A complete review of
proposed oil and gas lease terms and conditions was held
February 26 and 27, attended by four members of the Assen
bly Judiciary Subcommittse, thirty-six industry repre-
sentatives, and State Controller Liriiwood.
rou gentlemen know, a copy of this transcript wag
transmitted to you previously., The transcript was also
submitted to the office of the Attornsy General, together
with proposed foru of oil and gas lease, as a buasis for

culsite conformance with the

©

the form of the lease and »

L 1%4

Cu
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provisions ol Divigion & of Bﬁe fablic desouarces Codos
additionally, an informul opinion wus requested on fourp
proposed leuse termo developed in the stuff review. Copy
off this is attached as fxhibit 4 and the pertinent portior
ol the opinion are reflected in torms and conditions of
the proposed leuse form wus it is being considered by vou

4 .

gentlemen this moraning. 4 proposed form of oil and sas
lease winich huas been approved by the office of the Attornd
General in conformunce with Division 6 of the Fublic he-
sources Code is attachied us Exhibit =,

Substantive differerces with the recommendations by
the Commission's special board of coasultants are outlined
in &xhibit € attached -~ and I might comment at thab point
that there are no differences in the lease form from the
consultants?! recommendations except as to two items on
which 1t was not clezr there was a lesal basis for the
Comuission to include them, therefore they were the only
ones eliminated out of the entire scope of recommendation

by the staff.

Similarly, the scope of industry recomnmendations -~

to a form of leusc form presented by the jestern 01l and

Gas Assoclation, which was the Trame of the discussion

r’)/

Fobruury 20 and 27. ac the noment those are gvill of

historical intorost as to the transgitions the form of leoask

™
¥t

A

7

differences with industry rocciwmiendations -- are in
Txhibit D attbached. These differences are with roferenck

DIVISION OF ADMINISTRATIVE PROCEDURE, STATE OF CALIFORNIA

59855 7-57 30M SPO




-
23

©w 0 =N o U » wu

10
11

13
14
15
ls
17
18
19
20
21
22
23
24
25

26

has tuken. They do not directly incluwde all tho romaine

A X4

iny difflerencos here, if any, with reforence to the Lform

of lease discussed this morning because there has beon
disen

('h

informal sglon gince that vabulabtion has been pre-
purad.

Therefore, it is recommended that the Commigsion
approve the form of lease attached as Exhibit B as the
basic lease form to be issued on oil and gas leases purs
suant to Section O of the Public Resources Code.

As you pgentlemen are aware, representatives of the
industry are here numerously this morning and are prepare
to comment; and I see Iir. Home, who was the chalrman of
the special subcommittee of the Western Oil and Gas Asso~
clabion, which group have certainly labored long and dili-
gently with the staff of the State Lands Gommission in
attempting to arrive at an equitable, workable, practical
lease form, which are the criteria we believe are incor-
porated in the draft before you thils morning.

IR. PEIRCE: Ir. Hortig, may I ask, before we call
on representatives of the industry, whether in your judg-

ment it would be in order to ask for comments from our

consultants with regard to the lease form as it now standp?

IR. HORTIG: I believe it would be very micn in

order. We would appreciate thelr concurrences.

}R. PEIRCS: Now, for the information of all concer

we have retained two nabtionally recognized consul' .nts in

pori

*
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the £icld of petirolewn onsincering und putrbleum cooloqy
wid thiey have met with us several tives, and they have
adviced us with respect to the stops we should bake with
regard to carrying out the law regaurding tideland oil
developuent; and again these two gentlemen, reprosenting
tholy respective firms, are with us, and before we get
into a discussion of the lease forw which is now before ug
and which 1f adopted by the Commission will serve as the
gulde in carrying out our fubure leasing program, I would
like to invite them to malie any couments that they may
desire to make before we proceed further. Dr. Kaveler,
would you like to say something in regard to the lease
form as it now stands?

Dite EAVELER: Lir. Chalrman and gentlemen of the
Commission, I haventt read this final draft throush but
1t is ny understanding that Dxhibit C reflectc the three
points involved in the consultants?! recommendations which
could not be adopted for legul reasons, and with that
understanding iv 1s my opinion that the lease fori as
drafted by the staff and recommended to you is to the besy
intercsts of the State and I would join them in recomumend-
ing to the Commission that it be adopted.

viite PEIRCl: Senator Richards.

SENATOR RICHARDS: ir. Chairman, may I be heard very
briefly at this time for one rcason? I thinl perhaps be-

fore the rest of the testimony from vour consultants or
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the rest of the industry, pro and con, there is one smull
problem that may have been met in your mind, but if it

isn't should be brought to your abtention. I apologize

to Mr. Hortig for not taking the opportunity of discussiny

this before coming %o you. Un the other hand, I didntt
have that opportunity because only now did the lease form
come to my attentione.

I note the Attorney Generalt's opinion on which your
action is predicated is dated liarch 2&th. 4 vou know,
the Legislature is now in session and, therefore, throuch
no fault of anyone here, there mizght be something that
might gffect your lease fornm.

I call your atbention to Assembly B3ill 5 by
Assemblyman Grant, representing the City of Long Beach;
and Long Beach, as you know, is ny territory and I carry
it in the Senate. Assenbly Bill 5 has been passed and
is now out of the Senate. A. . 5 has to do with the
matter of subsidence to the extent that subsidence has to
do with oil extraction. There may be some guick answers
to this, but I do think it should cone to your attentilon.

In your present lease form, on page 1 thereof, you
have first the matter of referring to the two contracting
parties, the lessee to be designated in the future and
the lessor "acting by and throush the State Lands Comuissid
sometimes hereinafter called the State...™  Throughout

the entire document we assune, of courge, that the Land

(s
- a

-3
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Gi’ 1l coumission is tho asency acting on behallf of the Stato us
21 a conbrucoing purty, which would be normal. On the obther
5] hand, there is potential conflict, which is pointed -ub
4| nore clearly when you got over to page 21L.

5 Page 21, paragraph 10 points out that the State ==

61 and it has already been indicabted that the "Staba¥ wm cans

7 she Land Commilsszion - reserves and retains the right when
8 it receives any evidence of subsgsidence of the suriface of

9 either the leased or adjacent lands to determine that any
10 or all operations of this lease would or night cuuse sub-

11| sidence. In other words, the subsidence question is lef$
12 to the State by and through the State Lands Commission.

13 This 1s again emphasized on the next pase, top of

q!’ 14 page 22, in subsection (1) -~ that "such determination may

15 be made by the State Lands Commission ..." and what I |
16 wish to point out: When AB 5 becomes law, the question

17 becomes, the question of subsidence becomes the responsi-j
18 | pility of the Supervisor.

19 lR. PEIRCE: iay I ask Lir. Hortig to explain the

=0 changes in Section 10 that night be alfected? 4dre you

2l reading from Sectilon 107

22 SIEIATOR RICHARDS: Yes.

=8 [iR. PEIRCE: You arce raferring to llarch 2%th?

2 SEMATOR RICHARDS: liarch 28th was the date of the

28 opinion. This action follows the opinion. And the approyal
2 of this leagec form, unless I am incorrect in regard to thp
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confiict, should not be made until such time as Mr. Hortis
and the staff and the experts and, certainly, the Commis~
sion ltself is satisfied that a conflict does not exist
and no vitiation would occur in your contracts. Unless I
am mistaken, I think there is a clear, statutory conflict.d
I dont't think it would be any problem to correct, but I
don't think you should give approval until you are satis-
fied there is no conflict, because I am familiar with AB §
the way in which it was passed.

E. PEIRCE: Thank you, Senator Richards. #r. Horti
would you like to comment on Senator Richards'! comments
before we proceed?

1R. HORTIG: Yes, lir. Chairman. Iy comments will
not go to the legal complications potential, on which the
Senator is certainly more qualified to speak. Certainly
I speak without specific advice from counsel. However,
the practical problems of the situation were considered
by the staff, by the industry representatives who wor'ie

»

with the staff, and by the office of the Attorney General

o

and the criteria that led to the conclusion of adopting o3

p

recommending the particular lease form which is before yoi
in the Fface of thae existence of AB 5 were as follows:
Cne: As of today, Assenbly Bill 5 has not been

sirned by the Governor. We do not have a statute before

us with certaint that could be considered as to its

DIVISION OF ADMINISTRATIVY PROCEDURE, STATE OF CALIFORNIA
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Second: AD 5, at least in its fundamental presenty
tion to the Legislature, was prescnted on the basis that
it was necessary to aid the City of Leng Beach in connec-
tion with solving an actual, existent subsidence problem.
There are no other coastal fields within the State of
California within the scope of AB 5, to which AB 5 would
apply today,s *lierefore would not apply to any new leases
being considered currently. That is, as of today it woul
not apply .o any new lease belng considered currently,
nor does it nave any application, in fact, to the other
leases which the State Lands Commissionhas heretofore
adoptade.

Therefore, our leases beiung considered this morning
are no different than a number of leases already in
existence, to which the problem of AB 5, whicn it should
beconme law, must be resolved. In the light we see it,
in both the phvsical and legal circumstances as they aris
at some future date, and they way never ariss, to thatv

extent we feel our new leagse form is no different as to

whether AD 5 mav have to be studied in Tthe future; althou;

the probebilities are vather remote, in view of the now

il

thirty-odd vears of tideland oil flelds in which the

Copmission by inheritance has had no subsidence problems,

on lands to be offered under this particular lease form.
It is our understanding that the novmal bill report

to the Governor, which the Attorney General malies,

o

j ]

Lid

=

2

-~

DIVISION OF ADIUINISTRATIVE PROCEDURE, STATE OF CALIFORNIA

59855 7-57 38M 3P0




i

QR <N & O » «» ow

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

26

)

yeb been completed nor submltted to the Governcr by the

ik

office of the Atborney General. Theorefore, the staff did

not feel that we could properly consider the area of

K

application and what factors of AB 5 misht be applicable

W

to this lease, so these leases are perhaps cntirely
independent of the framework of AR 5, to be operated in
whatever manner the law might provide in the future.

If AB 5 does provide amendments that have to be applied
to these leases and other State leases in the future, thig

we won't know until we have subsidence in facht ~- which i

In

a condition precedent in qualifying an area under AB 5.
dille PEIRCE: Would it be premature for the Commission
to proceed with the adoption of tuis lease form without
bnowing whether AB 5 will become law?

LiRe HORTIG: I was going to suggest that I would
apprecilate a statement of opinion from lir. Shavelson, and
also from possibly the Western Oil and Gas Assoclation Suh
committee. At the present time, from the cperational stan
point that in view of the fact that AB 5 covers general
authorities, does not specifically relate to State lands
as such, and from our prior operating experience its
application will probably be a minimum in the future, we

would be in an extremely difficult position at this tinme

to attempt to forecast Jjust what AB 5 is going to do with

respect to any oil and jus leasing operations; because,

again, the particular factors related to a subsidence
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factbor in the fubture ave olements which will be reviewed
under AD 5, and debtormining the applicability of AB 5,
having no conditions under which to evaluate the conditior
ol AB 5 until we do have subsidence, it appears ©o be
extremely difficult ~~ at least it appears to me to be
extremely difficult -~ to determine what lansguage would
cover th. same type of lands which are already under operd
tion and alreuady under lease and have been for thirty
vears.

bite POTRCL: lLir. Shavelson, vou have heard Senator
Richards' statement and you have heard lir. Hortig's
response and appraisal in regard to the status of Assembly
Bill Number 5, which is now awaiting the Governorts con~
sideration. VUhat are your comments in this regard?

File SHAVELSON: Ve, of course, knew of the status
of Assemtly Bill 5 vhen we worked on this lease. Ib's
my personal feeling that it is proper for the Stabe Lands
Commission to reserve gsome degrece of conbrol. Tais Sectio
10 vests in the Commission the power to suspend production
immediately on proper notice, to take very pronpt action ©
stop production in those ciltuations where there is liable
to be damage onshore and there is posgible pecuniary damag
to the State, I have read AB 5, but 1t 1s an extrenely
complicated thing and I don?'t want to represent that all
of the ramifications are cmbodied in any statement I nalie;

but, generally, I think that Tthe Division of 0il and Gas

)

RS
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hao responsibility to probtoct ciie public against subsildend

whereus the State Launds Commission har an oblisation to |
protect the State against any possible pecuniary liabilitf
that may result out of a lease of tidelands, and I think
the responsibilities are not cxactly the same; and Lo

that reason I think that this provision ig proper, even

if Assembly Bill 5 does become law. And, of course, as

Iir. Hortlg pointed out, we have many, many precedinyg leasgs

and to the extent that they are going to be affected by
Assembly Bill 5 they are going to bo affected anyway; and
for those rcecasons I think this provision is proper at
this stage.

MR. KIRKWOOD: 1In other words, since March 28th,
the date of the A.G.'s opinlon, this has been reviewed by
the staif of the A. G.'s office, having in mind the opera-
tion or possible operation of AB 5, and this scems a

proper lease forme. Is that cee.

-

=y

2

. SHAVELSON: Yes, except that I would have to

[
t,
L

point out that we were under a very stringent deadline

in approving this lease and we did a trowendous amount of

worl: on the lease itgelf and the thoroush study of Asscmbl

Bill 5 was not possible in this time. I have read it,
hut haven't made a thorough study of it.

MR. PEINCH: Lr. Hortig.

LR. HORTIC: If I wmay add on that point -~ and this

L. Shavelson is thoroushly familiar with -- and I think

DIVISION OF ADMINISTRATIVE PROCEDURE, STATE OF CALIFORNIA
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1 1t has nobt been stuted ~- In the courgse of consldering:

2 appropriate languase for this specific Soction 10 of

3 gxhibit A of the leuse, there was a period in the developt
4 ment wiere there werc actual wcoferences 4o Assembly Bill

5 > in the proposed language, bub because of the uncertain-
8 ties of what actually way be gained by Assembly DBill ng
7 uncertainties prior to the time that the Attorney Generalls
8 | BRill Report has been nmade, and the limited probability

9 that in any event Assembly Bill 5 will actually be applicd
10 able to any of the “tate's lands, the provisions her werd
11

re-cast o give the protection for the features whick, as
12 | Ir. Shavelson has alreudy pointed out, are probably pecu-

IS

13| liarly the responsibility of the State Lands Commission

14| and in such form is intended to not conflict with whabever
15| application of AL 5 may ultimately become ne essary as a
18 | matter of the actual statutory nature of AB 5.

17 v, PEIRCE: Senator Richards, vou have heard this
18 | discussion. tdow, in the light ol i, what are vour cormerts?
19 SAUATOR RICHARDS: iiight I say, gentlemen, in the
20 | first place, I agrec with gubstuntially w1l of what both
2l 1 i, Lortig and ix. Ghavelson have said to you. I, howeven
22 | feol that in view of their same statements, there should
25 | have been -- and that wago my sole motive in coning heres -—-
24 presented to this Commission the potentiality of this very
25 ) conflict. I call to vour atvtenbien, since both houses

)

have passed AD D 1t is morce than sinply un idea in beins,
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it iw more thun a pobential otatute; wund 1L the Covernor
should sizn ald 5 this weelr and in niuety davs 1t becomes
statute -~ and this i

forms are an actuvality -~ you then have before you thut
existing conflict. I would, thercfore, present a legul
idea of ncecessity of review of that potential conflict,

in view of the clear fauct that AB 5 does subject the deter

minatlion of whether or not subsidence exists, coupled with
three alternatives if they do so determine, coupled with

the poteatial of unitization. The prospect that any one
of thesc companies and the State wonld reconcile themselve
to what appears to be a conflict in the lease form propose
by the Attorney General, I thinl: there is no great difficu
in meetingy but I think it should be looked at, and if in
vour sound Judgment ..ee

There certainly was no motive in AB 5 to cause delay
in lease forms. It siluply huppened because, as Lir. Shavel
pointed out, it 1s a carplex statute and does nos cover
just Long Beach, but the entire State of California, thatb
I thinl there 1o this legal problem that has to be faced.
L think Lr. Hortig is quite correct that in terms of
practicality, there would probably be little or nc apriical
tion beyond Long Beach, but it is there and the luw clearl
subscribes the authority o the Supervisor and this lease
form subscribes it to the Lands Coumission. I would bo

Jjust as willing to give it to the Lunds Commission as the

1g i approximately the time your leusine

13

_—

Lty

5011

3
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Gupervisor, bub you cun't leave 1t o bLoth. I think von
hare o have un interprotution.  Until 4t is solved, thorg
s u practicul conflict that hasn't been surmounted und
that 1s all I want to brinz to your atiention, to decide
as you think best.

Mde POIRCE: Thank you, Senator, and I will oav
hefore we conclude this meetine consideration is going to
be piven to the points you have raised and any other
points ralsed, because .- don't want to male any misbalie
on any acvlon taken this morning. Ir. Havna -- Assemblimg
Hanna.

[ (! R T TRT

ASSOMSLYTHAN HARTA: I simply want to clarify some-

T (n)

L lanterpret out of one of

}Jo

i

thing lir. Shavelson sald. Dic
your remarks, nr. dShavelson, that you thought perhaps the
gituation Senator Richards wight describe -- we night haves

b gh

within the lease forn and within 48 5 dual jurisdichion

a8 subsidenca 1s concerned?

b~
&
cr
(6]
‘C_“
oy
@

R. SHAVELSOH: Yes, that was what

two agencies I felt had slizhtly different responsibilitids

in r2zard to land leased by the

...uu

rr -

ASGEIDLYLIAN HaMA: If this were in fact the casa,
thoere would be possibly no conflict, bub simply we would
have sonetimes State and Federal rule overlapplng in jurisg
sy

dicticn of these problems?

ey e v vt e i
Mde SLAVELEON: Yes, and to the exbent any conflict
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wonld develop, I thinh curtuinly Lho stabute vould oworn
bhe lease provision.

£
i

Bille HOZTIG: by Chadrman, 17 I may, so that we leon
these things In context on a partlculir point - if I

understood Senator Richards? primary hasis corrcetly, this

)

factor of possibility of conflict was always rocormized anfl

was considered and the provisions of Scction 10 were draftkd
T

H
=
C.L
Hb
&
O
“Cf
}“.1
x_..l
c
<t
O
%
cr
ct
O

meet the question without in any
wa¥y restricting the activities of the Shate Lunds Commie i
or the lesses, but dirscting then to the point whore thev

ultinately mizght be governed by the provisions of A3 5 if

AL 5 did become a law and was actually applicable. As vcu

recognize, Sensvor, from your very intimate knowledrse of

AR 5, there must be a very considerable period of time
elapsedbefore “he condition of initial qualification for a:
area under AL 5 took place. It is in that period and pro-
ceding that period, before the things happen that can pub

ST
)

A

in effect, that the Commission could determine to
suspend operations if it were not in the State's interssts
to continue operations, following which resumption of the

tions uwnder this law would then take place only under

O
el
(D

provie

[&

0 3, as agreed to by the State and lessee, and which

could very well be a progran desipnated as sutisfactory by

a State Supervisor ~~ thereby integrating the provisions o
the lease with whatover criteria might be necszssary to be

’J

bed under &0 5.

e
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Az o practleal mubtbor -~ thilp muy not ho good

e

we huve any substantlal potential fubure operating

MR. PaIRCias  at this time I want to rcoccosnize

s

presence of Asgemblynmus Bruce Allen and Assemblyma

Lindsay, who arc very Llubterested in the discussion. They

both came in alter we ptarted the dliscugzslon. We

(3

to have you with us and will bde zlad to have you partici-~

pate in the discussion. Thank you, Senator Richard

SEIATOR RICHARDS: Thanl. you.

IR, PBIRCS: ilr. Vanennmacher, do you have any furthel

-1¢

comnments in add
tion with this lecase form?

MR. VANBENMACHZR: I'd like to say we are ver

our recommendations were followed as fully as they were

.

and wish to apologizc bthat we bunped

stacles which we did not foresee. I'd like to say that in

all other states a well which is dually completed

sidered as two wells. That is one point of differen

That prevails in every producing state. other
if a well is completed in two different zones, it
sidered as a substitute for ftwo differcnt wells

two wells were drilled. I am not criticizing the

lesal interpretation, but merely trying to explain why

want astray.

(. PETHCE: There is p¢£ﬂ“" oppeorsunity Lo

lepalisticully -~ bub ao o mabier practical, I dontt soo

tion to what Dr. Laveler statbed in

nto some legal ob-

a8 if

1

confliclc.

the

n Mprancis

are happly

as.

connec-—

v pleasefd

is con-
CQoe

words,

«

13 Ccoli~-

present
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in a subjeet as couwplicated as thio.

rilte WNANHHACHED: Thanl yvou.

e PEIRCE: Thank you, Mr. Wanensacher. Dow, br.
fHor+tig, do you have anything further to say hafore we call
on representatives of the industiy? |

LR HICRTIG: Mot at this time.

LR. EIRKWOOD: Could I ask one question of the con-
sultants ~-~ and this is on a phase of it that I have
wondered about a little bit ~~ and that 1s on Sectilon 1§,
just as to your lmpression as to the desirability from thd
State!'s point of view as to Section 18, as to how it fits
into our future program. You are familiar with what I am
talking about without taking a few minutes? Are the con-
sultants satisfied with these provisions?

DR. KAVELER: If I mav speak for lir. Wanenmacher and
myself, Ir. Kirkwood, the consultants are satisfied with
that position because we understand the length to which iy
3
the consultants have previously voiced the oplnion that
certainly,in respect to State lands, all information gathq
in the drilling, completion and operation of wells should
become public. e understand there is a statutory lini-
tabion on the distribution of that information publicly,
bhut to the extent that the lesscc perumits any employee of
the State to have that information, I think itts an

improvenent over pust sbatutes and we arce satisfied with

roes is limited by statute here in the State. As vou knoyw
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1 it as the law stundg today i this stato.

2 pute PUIRCLE:  Iar. irkwood, have vou any further

3| questlous or points to ralse before we call on representa-

41 btives of the industry?

5 A iliﬁ%OUDﬂ 10 &L, PEIRCLH: Governor Powers,
any gquestions? GOVELION POVERD: Ho.

8 Llle I'EIRCH: lire Allen.

7 ASSTMDLYLAN ALLEN: Iir. Chairman, uembers of the

8 | Commission, I amn golags to have to leave in a few ninutes -

g ! Jjust one comment I would like to male before I go. 1In

10 ; lookins over 6 proposed lease, figuring oub the way the

11| proposed royalty scale, sliding scale, would operate, I

12 | have the personal opinion that the provosed sliding scale

13| is low. A production of a hundred barrels per well, the

(o]

14 | royalty rate would be 1&u, for example, compared to some-

8]

15 | thing like the Wilmington Cil field, which has a p

16 | of a hundred barrels per day; the State would get less thg

17 | 185 compared to a prospective rovalty that the Sta

18 | profits -- 555 under one lease, 704 under another,

19 | suppaose there are industry represeubatives present

20 | will tell the Commission the sliding scale i1s Hoo high,

2l | hut I do have the opinion of my own that this scale igs

B2 | +rather Llow.

23 I realize this is a matter of judgment and 1
24 | very difficult to predict what is the proper scale

25 | wvou are leasing land. ith that in nind, I would urge the

6 | Commigsion, if vyou go ahead with this lease and

roductid

te

t 13

this scale

I

who

wien

w

n

e}
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piroposs T, thab you Jdo so with caublon and Jjudae by BV VIV

QUG

I would

to the altornative of rovalt 3y bidding, because whiloe wmn

are it the darlk in talliineg about what roevalby the Stabo

should zet on

can find out really what the land is worth in terms of

royalty is by

tha highest bidder feels it

would pav.

With that

I ey = on e - &
does not give

royalty bidding, I would urse the Lands Commission in pro-

ceeding witch this to sive sone use on these tidelands —-

e e T .
e Land

Tields ~~ that

re Lot Jud ] Py v
royalty bidding,

oy %1 el Ty -
aicnest oidder

Iive CRT
o
L

cxeeptlen of

rovaltr bilddin

comuient on separabely, I can report thabt the stalfl has

Y .- vy
L. sallon nade

a0xs Thank you, lLr. Allen. Do yvou want o

mr. Allents last proposal with respect bo

ooon wildeat parcels, which I should like to

iven consideration and gven reviewed the obher pointo wnid

aloo urge that the Compmission ~ive sore use

Gt

b

J

leasing of new tidelands, the only way you

putting it up for a biddins and seeing whatb

L)

[
[
5
O
]
[y
N
e
o
T
a
-
£
-y
o
i

the proyperty

bodn mind, and feeling that cash bonus bi

e

che adequats ceburn Shat we could zet with

(36

5 that aren't knowm to be part of producing
the Land Commission glve some use to the

50 we can sec wnabt kind of rovalties the

[..J s
p

would offer in his own judoment.

<D

Trysmad= 3 ep
10X ul:)

rey

5 -t .o
Allen's gtabeoment, .

""""1‘, N7y ra

Yes, 1 should, lir. Chairman. With the

with L. &Gllen previously and prilor te

89955 7-87 385M SPQ
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preparing this particular recomumendation to the Commissiod.
With respect to the royalty bidding, previous consideratiodn
has been given both by the staff and by the consulbants,

LS ]

with the conclusion that in general -~ and this nav be

a » Y1 o

too much of an oversimplification -~ but that in general
prnobably the only advantugeous procedure on the part of

the State would be to apply that to Lknown and proven landd

0w =N &

Admittedly, without knowing ~---~ the eighteen to one

9| chance of never producing any oll isn't going to give the
10} State any substantial return. With the probabilities of
11| a particular parcel producing =-- when it is wildcat and ig
12| unknown, as the areas which we hope to recommend for lease
13| at this time are, when the opportunity for developing
14| production is so low ~~ a royalty bid appears to be a reld-
15| tively poor method of assuring adequate return to the
16 | state on the parcel. Hence the recommendation that these

17 parcels which are at this time for consideration be limitgd

18 | 4o cash biddinz.
19 £ o B VT I t: [

In the area of proceeding witn caution, tane
20 | staff will recomnend to the Commisgion that only a limited
2L | jumber of parcels be considered at this time for lease, td
%2 | yhich royalty bidding may well be applied in the future,
e} . 3 ~ 5 !
23 pug certainly not disposing of all the State lands wholessai

!
24| ynder this procedure, in order that we may have that opp. .-
=5 tunity fur learning and experience as wre. Allen has
6

& recommended.
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MRe FPuIMCZ: Would you like to comment on
Assemblyman Allents statement, Dr. Kaveler?

DRe KAVELER: pir. Chairman, gentlewmern cf the Come
migssion, Mr. Allen -~ the consultants, believe 1t or not,
share lr. Allent's viewpoint substantially. We feel the
State of California should get the highest possible bonus
whether it be dollars directly or dollars indirectly out
of a higher royalty. As ir. Allen made his statement, I
was struck by this situation -~ you are going through a
very substantial transition period with respect to at lea
your minerals in this State of California. If I recall
the date correctly, it was only in the year 1957 that per
mits were required for exploration ... Is that correct?

Re HORIIG: For core drilling.

DR. KAVELER: Prior to that time it was open
country, open range. How, the thought you have in mind,
in my opinion, is entirely proper; but until the State
builds up a background or a catalog of information with
respect to those lands, you are far, very far, away from
that critical decisilon you suzgest we should take. Two
or three or four or five vears from now, the State is goir
to be in an entirely different situation than it is today|
because it is going to have geological information. The
Legislacure has been stepping in lately, whereby it has
been setting up certain rules. That's one element you hay

to give weight to. ‘The other element is this -~ that nigh

-

3

[w
L

E
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23

rovalties are not, per e, to the benefit of tha State.

I dontt think that you could derive iwwcn satisfaction if
on & lease with respect to launds not explored -- and these
lands are not explored to the 3tatets knowledsge even peo-
logically -~ if someone came in with a lease of 90, royalt
You could not, as a result of that bid, feel that the Stat
had fair treatment. #ive vears from now you nay be please

tiat the State took twenty million dollars for the leases

that mey be offered here because they may be dry as a bonelk

In spite of what one may wish or may read about, you only
find oil by boring in the ground. I have a chap here
(bringing out newspaper clipping) that will tell you where
oil is but you have to spend yvour money to have him tell
vou. That's the situation the State is now in. This chap
(looking at clipping) 916 Georsze Street -- he says "0il
hunters, why drill dry holes?® He's not gettiag any busi-
ness. now, the only way I know of proving consultation
advice is %o ewploy that fellow. I am not trying to be
overly facebtlous, but we are in the dark, and it is only
by havinsg drilling on there that we can put in your ideas,
iire Allen. I think in the second run, the State can put
out leases on the royalty bid. I think the substantial
change that has come about as a result of the Legislative
action is to permit this business of two kinds of leases
on State lands. I think thatts substantial and T think ydg

ideas will prevail later.

 »

D

ur
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1 wite PalRCH:  thank you, wr. Kaveler. Do you have

21 any comment, lir. Wonenmacher?

3 faile VWARINMACHLER: uire Allen, we have recommended

4| at first a lease for the high cash bonus and retain some

S| of the lands, and later lease those on a high royalty basis

| 6 | after the oil is found.
é 7 ASSEBLYMAN ALLEN: In other words, you are susgest-

8 | ing checkerboard leasing?

9 wtte VANEIHACHER: Yes. How, this meeting is not a
10 | discussion of the policr of this Commission in leasing,
11| but a matter of lease Fform and I'd like to call attention
12 | if our recommendations are followed there will be a period
13 | when royalty bidding will be solicited, but this is the

14 | first stage and we feel that the State should by all meang
151 get all the cash they can on this first step because it is
18 | very speculative. It is not like drilling in the Wilmington
17 | #ield.
18 #R. PBIRCE: lur, Allen.

19 ASSEABLYIAN ALLZN: ir. Chairman, one more thing agd
20 | T have to leave. I am not recommending that the Lands

2l | Commission resort to this gentleman's services. I am not
22 | proposing that the Lands Commission delay this matter any
23 | further, but I do feel that the extent to which there are
24 | il lands unleased in the tidelands is not so unknown in

25 the industry as it is to those of us in public office.

28| 1n hearings we had bafore the 1957 bill was enacted, we
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discovered there was a sreab deal od coredrillin: podns
on in the tildelands under no permit and the operators
refused o tall us how deep they were drilling. We do
urge thisz Commission procesd with this form, this cash
bonus bidding, proceed with caution. I wouldn't want to
wake up rive years from now when the major portion of
oll-bearin: lands had been leased and the State is setting

-

18,0 rovalty where it could have pgotten a very much higher
return if we had allowed the oil company with the best
information to bid a royvalty. I do think the Commission
has taken a wise action in retaining these consultants
and wish vou luck.

wite PLOIRCLE: Thank you, ;ar. Allen. Now, L believe
the time has coume for us to hear from representatives of
the industry and w.re. Paul nome, chairman of the special
comnittee of the Western 0il and Gas Association is here
and we would like to hear from you, wI'e LHOME.

mite HOWI: ir. Chairman, members oif the Commission

I would like to take this opportunity to express the very

sincere appreciation of the members cf the Subcommnittee of

the Western 0il and Gas Associacvion for the cooperation
which we have had in trying to arrive at a satisfactory
lease form, both from the gtaff and from the consultants
who were retained by bthe Sbvate. ‘This has been a lons .nd
arduous process to arrive at sonme semblance of a form thal

will be satisfactory, we hopz, to the industry generally

731
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and will nmeet the Ltate!'s requirements.

Aiter our laot series ol weetinns in Sacramento,
bhe staff published a roush draft of lease form == which,)
in general, we felt carricd out most of the things which |
had been discussed and upon which tentabtive agreement had
been reached at that meeting. Thereafter, in review of
such rough draft, the Attorney Generalts office brought
forward certain suggestions that resulted in changes in
the initial rough draft, which we felt were in certain
respects wholly unsatisfactory.

Following receipt of tnat second draft with these
changes or deletions, therc was little time within which
to review. e selected the three major points at which
we felt the lease form had been seriously impaired.

One of those was the liability clause. Initially,
that clause was drafted s0 as to relieve the lessee of

potential liability for non-negligent damage to subsurfac

S

reservoirs. That lancuage got changed in the second drafy,

but thanks to the Attorney General's oifice and the staff
it is back in, in revised form, in the lease form we are
congidering this morninge.

Another element of considerable dissatisfaction
was the provision relative to the time between wellSess.
T believe that!'s paragraph 3 of Exhibit Ay the matter of
120 days from cessation of drilling to commencement of tag

next well -~ Dbecause cessalion of drillingz, if it simply
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neans stoppin. turadwnyy bthe bit, is not the polnt ol couw
pletion ol « well, you are not past your trouble at thab
point in drilling a well. So the lessee could well have
found hinmsell with a fighing Job or other troubles in the
wells while his 120-day period was running, so he would
not have reasonable opportunity to sbart the next successgd
well., After discucsion and trying out a nuwiber ofaltcrna-
tives, it was decided to define drilling operations in the
lease in such a way to include therein most of the opera-
tions that take place in the borins oir thce well during
which there can be troubles that result in delays, and
such a definition has been prepared and placed in para-—
sraph 3 of iAxhibit A.

Then, there was one further and perhaps more
serious difficulty. That was this matter of paragraph 10,
the requirement, or actually the authorization, I should
say, of the State Lands Commigsion nerely upon the finding
that it would be in the best interests of the State to
require the lessee to engare in a program of second recove
or pressure maintenance without any participation whatso-
ever by the State in the cost of suca an operation.

In the face ol that requirement, it was felt that
so lone as the Comulssion merely had to find that it would
be in the best interests of the State or the public inter-
est to require such a program, that there were 210 criterid

to base such a determination -~ obviously economics did nd

1

ve

nt -

ry
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‘ED 1] entor invo it -~ 11 the State covld mal.e an additional

2| thougand dollars, it would probably be vour duty to requife
3 the lessoe o enpapss in such o prosran even Shoush i

41 might cost the lessee a million dollars in losgs. Thab

51 was pointed out to the stail and was discusged with the

6 | members ol the Commiscion and a new paragraph 10 has been

7| placed in the lease which places a substantive requirement
8 | upon the Commission that tiey find, when subsidence is

9| occurring, tnat dawmaze or loss to onshore property mayv

10 | result. After a hearing, tlien tiiey can require the lesseg
11| to suspend or curtall his opergtions which are so resultigy
12| in logss or subsidence.

13 low, that was desizned not unmindful of Assembly

14| Bill 5. The staff, the Assoclation representatives work-
15| ing with them, and the Attorney Generalt's office, all

16 consldered "How would this provision work in with Assembly
17 1 Bill 5 in the event that bill becomes law?® ‘“The present

18 | provision places in the hands of the Commission the power
19 [ +to make a finding that subsidence is occurring, thab

20 | damage may result, and to compel the lessee to shut down

2l | nis operations. It does not go beyond that. The lessee

22 | pust shut down until a program is put in to alleviate

25| subsidence damage. ‘That places a powerful weapon in the

24 | hands of the Commission. It enables them to stop the lesgec
=5 in thirty days! time. It enables thew to require the

26 | 1essee to conforu with whatever requirement wmay exist undér

o
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Ascewbly DBill 5 at that time belore he may rosume his
operabtlons.

50, with those changes and elimination of the old
requirenent waereby the Commission could order a lessee
into a full scale pressure maintenance operation, and witl
many other minor, lesser changes throushout the lease
form which have been made, I have no hope that this form
will meet all of the desires of all the persons wresent
in this room but I feel in general we should have a form
that should be generally acceptable to the industry and
on which we could proceed.

viRe PEIRCE: Tould you recommend that we proceed
to adopt or approve this form today?

bRe HOwl: “That would be my recomuendation.

FRe PETiCE: Are you speaking for your committee
or yourself?

¥R, HOWis I am speaking primarily for myself in
this matter because we have not had opportunity in the
short time since release of the last draft to review it
with all of the committee and get the views of all the
Association memberss

dR. PWIRCHE: You are of the opinion, however, that
the present draft of the proposed lease form would meet
with the general approval of the industry, though there
may be some dissent?

pRe HOE:  That is my opinion, although I believn
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the peneral representation of the industry io prosent
today. You will undoubtodly heur those views, particularn
those who wish to dissent.

wmile PETHCE: lir. Hirlkwood.

wile KIRKWOOD: I wae cuyrious -- This 10 is a pro-
vislon T am looliing ut for the first time this morning.
I was curious as to wny it was in the exact lansuage it
was in instead of the languapge presentoed here. And this
is both to you and ir. Shavelson -- Why wasg the dauage
restricted to onchore developed recreatvional or residentld
property ragther than cn "property"?

MR. HOME: I believe thatts the language of Assembly
Bill 5.

“R. SHAVZLSON: o, that's the languaze of 6874,

[MR. KIRKVWOOD: I have an idea «ese wWe had onshore
residential, but we do have fthe S.P. tracks; we do have

T

that liabilitv. I assume they would come after us. You
spoke of "property®., In our imposing limits on offshore
things we are restricted on those hearings to residential

and recreational, but I wouldn't think in this area se...

R. SHAVELSON: We had in mind property on subuerzed

lands under a lease and there would have to be some kind ¢f

4

monetary damage, pecuniary loss rather than damage to the

oceélla

VR, KIRKJOOD: iouldn't a statemeint "developed

-

L]

property? rathor than "residential or recreabtional® maet

.

~t

L
=3
&
cr
L]
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1 Lifte 1Cit82 I would thinl® so.

2 Ll KIREWOOL: We are balling of "adjacenb.?

‘5 Would that materially changse the thinkine on this?

4 Lide HOME: I do not think so, no.

5 mite HORTIG: (o a matbter of fact, in terms of

6 definition, the way this cume up -- Particularly being

7 conscious of specific languaze of gualification in AB 5,

8 unless there be any fubure atbempt to tie this operation

9 specifically to ABR 5 in a matter which might be determinef
10 not applicable by AB 5 itself, we elected to specify othelp
11 conditions and seized upon specific lansuage out of the

12 Public Resources Code which you recognized, without any

13 thought, however, of using 1t in its limited sense. As

1¢ you indicate, and upon cold rereading it here, it can welll
15 be so interpreted.

16 MR. HOMZ: The Public Resources Code uses this termfi-
17 nologyvs “The Commission in deternining whether the issuanpe
18 of such lease would result in such impairment or interferf
19 ence with the developed shore line, recreational or resi-
=0 dential areas adjacent to the proposed leasced acreaze or fn
2l determining such rules and regulations as shall be necesspry
=2 in connection thegﬁyith shall at said hearing receive cevifdence
25 upon and consider whether such proposed lease ... would bp
24 detrimental to the health, safety, comfort, convenience op
20 welfare of persons regiding in, owning real property, or

Qh: 20 workine in she neighborhood of such areas; (b) interfere
\
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with the developed shore livoe, rvesidentivl or rocroution:]
arcus o an extoent that would render oueh arcus unfit for
recreablonal or rocidential USCS eeeel

wille RINKWVOOD: I know it's in there and I would
think that's a dif'ferent applicability. Here, we arc
looking at provecting the Jtube wzainst Liability and
this would rnot be & restriction on thatb.

lfle HCKE: I would thinl: there would bhe no broador
terminology, provided we zet awuay Lrou the idea that the
mere Luct of subgsldence itself is & damaze. It cerbainly
nay not be in the area at which we are now looking. A

o,

great deal of gubsidence could occur without damage to

e

PToperty.

bile KIRKUCOD: Cn page 21, lineo 23, for exaaple:

Teos. might aggravate or cause subsidence to the impairmer
or interference with tiie developed shoreline recreational

or residential areuas wljacent to tha leased lands® --

instoad, saying ".... to the Llupairnient or interference

with property ol areas adjacent to the leased lands™ rathe

than having Y... the developed shorcline recrecational or

residential arcas.m™ Therc would have to e one other wlao
that would have to te donc. Unless there were substantial]
reason to nave it the obther way, I think it should be Iron
that point of view.

Lills HORTIG: Iiisht I suggest retaining the lansuagsg

L”?

and wdding Wor damnnse Lo other prop2rtyiy
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that,

Shavelson?

Wurous adjnen

]

ade o note of

0o ~N o

. T ¢ . DT
wlle 31 or bli’; al'ld il w

vy R L kLS ol o - 3 4
whoe LIDEWOCD: I dontt thinlt thatts anythiine

ceuse us to hold this over. uv I cone bacl

I find ovhe only problem I have in this Shine -~ I weation

it to wou the other duy brioefly -- is on

2

are you in agrsenent -- acain, I nay

propogse tiis

and Jay ~- that this ic as far as wo

can o under
law in requiring this irnformation to he nade public, or

is this a policy we are adoptins here? “hat bothers mne

seens to me this Section 16 goves to the oporato]

a tromendous foobt in the door

and, in effect, it excludes anybody else wanting to bhid

cn the subseguent leases on proven areas, 3o called,

proven in the minds of the operator and proven in the ming

the Commission, witnout anybody else having access to

rg'n

n

the information. his one worriecs me a bit. Is this as

far as wz can go? By this lease we are tying the hands

of the State. llaybe the Legislature could come along =—-

but maybe we would be dealing without due process. Hithexy

oneg of ¥OU Can answer.

b
FAFWAY )

I0iiE: I would ment

and hornorable custon in the olil business to sturt with;

ion this. This is an ancicen

n

¥
W
24

.}

m

b

t
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that Sectilon 6820 of the (ode relative to conduct of
geological and geophysical surveys, baking of samples,
does indicate an expression of legislative intent that:
"The Commission shall require, as a condition for the
igsuance of any permnit ... that the permittee make availl-
eble to the Commission, upon request, all factual and
physical exploration results, logs, and records resulting
from tne operations under the permit. anv such factual
or physical exploration results, logs, or records which
the permittee is required to make available to the Commis]
sion shall be for the confidential use of the Commission
and shall not be open to inspection .... withoub the
written consent of the permittee.™

That, of course, is in reference to the permits foi
geological and geophysical operations. It does not nec-
essarily affect the terms of the lease; but we felt, at
least, that it was the legislative intent that these
factual results obtained in the offshore area would be
treated in a confidential manner.

pR. KIRKWOOD: Frank, would yvou or Jay like to
comnent?

MR. SHAVELSOU: I would just like to say, as far

as our office was concerned the original requirements verg

a little more stringent and we wanted to make 1t clear, ay

least in case of litication, that the State wouldn't have

its hands tied in cacses of litigation hetween the lessce

)
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and the State. It's my opinlon -- which I cantt absolutely
bind our office to -~ it's wuy personal opinion that under
the walver provisions of the 3000 sections of the Public

Hiesources Code, relating to the confidential nature of

(%) B S

Jaterial filed on oil and pas, that we can abstract a

8 | complete walver from the lessce. Therefore, we could go
7 | farther as a matter of law if it is a matter of principle.
8 | But the angle our office a@proached it from this time was
9 | the policy to make it confidential and we Jjust wanted to
10 | make it available to the extent it was necessary in mabtterns

11! of litigation.

12 FRte KIREWOOT ¢ Policy of the Legislature?

13 LR. SHAVELSON: 1lo, the State Lands Cormission.

14 MHR. EIRKWOOD: Frank, do you want to comment?

15 iR« HORTIG: Yes. The Ffactors, for your informatiop,

18 | that went into setting the scope of this; the factors that
17 | were considered by the State Lands Commission; why this

18 | section goes as far as it soes and doesn't go any fa.ther k-
19 ' -wore, as Mr. Home indicated, there definitely would have
20 | been dissetisfaction on the part of a potential bidder with the
2l | extreme deviation from the ancient and honorable cusbonm
22 | (as he stated) of the information being avallable subsequept
23 | 50 his own investments in the property. We are actually
24 | proposing in this leasc form to clearly set forth, which
25 has been the program of the Commisslon before, that which

is already an expansion away from thas activity, in that ip
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10
11
12
13
14
15
16
17
18
19
20

22
23
24
25

linoes 9 and Cfollowing on pare £ of the lease form it will
be provided that the State, howover, will Ypormit others

(that is, others than the lessce) to conduct geologicul

or geophysical surveys on the lecased lands or drill core
holes into said lands ... So, when the time comes

there are adjoining parcels which the State wants to leas

k4%

and persons on the adjoin’ng land feel it is proper to hafe

information on the leased parcel to help them evaluate th

Mo

parcel for lease, they can, at their own expenses and wich

the permission of the State Lands Commission, acquire suc]

—

data. So under this preposed lease form, he normally
wouldn't be in the position he is in under other than
State leases, where he would have exclusive control of
data on the prospective lands.

"Re KIRKWOOD: Our only control would be, in effect
on an evaluation, to set up what we think ought to be the
ninimum rovalty scale bid. It would still give the advan-+
tage to the operator at that time. In a private operatlor
the landlord has the right to sit down and negotiate ~-
it isntt a question of open bids. This one puzzles me a
bit.

IR. HORTIG: Where we fall off that, lir. Kirkwood,
is that at certain times ~~ and certainly this has been
demonstrated herectofore, particularly in State leases --

the possession of the operating or the production data

16]

doesntt alwavs determine who the successful bidder ..
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coing to bee  There are so many oloements of the ecounonie

pogivion of the oll supply situation at the time that a

bid is recoived, all of which situabions are highly diffed

ent in this highly competitive industry, that we have

actvally had cse. well, I can think of one not toc distant

olil and gas lease offer wherc the pobential lessee with
most of the geological data was the undisputed low bidder
out of thirteen bildders.

HMR. KIREWO0D: Do the consultants want to comment
on this?

I, WANEMNMACHER: I would like to say that every-
where else except in California, as far as I know, informg
tion is released and svess

¥MRe BIRKVWOOD: You mean by bthat across the board, on
private as well as on public?

MR. WANZNMACHER: The State records are public
records. The operators turn their electric logs into the
log burcau or allow the logging companiess to sell copiles
of these logs. Wherever there is a state where there is g

b

verance tax and the pipelines are reported, they hecome

Ui
¢

public. There are scouting services that give complete

information. The well information and the log that are

turned into the state arce considered public information and

are available by sinmply ordering them and paying the cost
of production,

Our firm first cane to Culifornia sone ton years
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to iely Froderdicl Davric when thoy wore studyineg the sub-

sidence at Wilalngton and wo woere wnased ab tho way Culi-

fornia operators held on to their information. e oventud

ally pot it because we were working for the U. S. Navy

* 3

but it is a time-honored tradition here that the operator

o

Leeps everybhing secreb. It ic uy own pergonal opinion
chat the operator would be better offl if the informavion
wus released because it gives the wppruilser something to
work with and he Dinds oil.

T this particular in~tance, I belicve that it

-.-'

aight be to the bveneflt of the Stote il the information

from the wells on the leases which are granted was releasd

F&i

not promiscuously, but at the dabte bids were solicited.
In other words, the State would keop 1t confidential until
they wanted to release a bid on a high rovalty bid on a
nearbr parcel.
It PEIRCE: Any further questions.
FR. SHAVILSON: I believe, in connection with Dr,

Lavelerts (sic) statement —- perhaps I didn't malie nyself

clear as to myv personal opirion; that we arentt limited by

'

Section GE26G, which isntt applicable to leases abt all, and

that we can pubt as likaral provision as we want as to disH

closure in lisght of the wailver provisions of the Public

Resources Codg filed with the D.C.G. If I didn't make

arself clear before -~- if it i3 clear 1OW eceess

MRe HWIPKWCCD: You mean it can be in the ...
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vilde  LHAVLLOOIN no, Lothinls Lty o natbor of
dloereblon wibh bthe Cowalssion io v © omeunt to suvr.

sitte LBIGLVOOL: I dontt ut this dabe wanb to thiow
any monLoywrenches into our gebting a lease, an invitatios
out to lease, bub this oane -~ If thore wore some way alon
the line that dr. Wanonmacher csuscested of a rostricted
avallability as of the time that we arce using this as a
pattern ... In obher words, 1L we cver pgo out with a lea
adjoining, except as a wildecalt, this wouldn't be made
availahle; but somehow so this could be evaluuted by the
prospective bidders. That would be bthe purpose of it.

liile WANSNIIACHER: Yes.

MR. PEIRCI: Iir. Hortig?

Ea
50

3

e HORTIG: May I comment?

URe PEIRCE: Yes.

il

MRe HORTIG: The primary difficulty the staff has
recoznized on that problem ~- if e could carry a program
as you have suggested ~-~ the prinary difficulty is the
difference in statutory provisions and the practice which

)

has grown up, to suggest to T

LA

he Commission thabt it should

be provided that this data be relcased under a State Landd

Commission lease when the identical data are reqguired to

be filed as confidential information with the Division of
0il and Gas and aren't even availlable under subpena. Svu

from a State policy, it would appear to be incongruous

to require on the one hand that a document be filed as

fim

T

Q

L=z
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condiddentiul und on the obthoer hund ahother wponcey proceod
o broadeast the inforuntion. This could well be o pirobldn

that the Lepgloslature shonld poconeilo.

ite PEIRCH:  Any lurther digeusglon? Dr. Luvelaor.

DR, RAVELIR: . Chadrman, in view of M. Hortigts

lagst statement, and in osynpathy with lir. Kirkwoodfs stabe-
meit, it might be woll -- the Commission might well con-

slder putting an open door in this parasraph, so in :he

e

event there was lag

L=

islative action to clear the point or

“

malie other provisions, that this lougse wounld come undor
that future act of the Legislature -- at least gilve you ay
open door to do the things you have in mind.

MR. KIRKWOOD: “jould that be feasible, Jauv?

il SHAVELSON: If I am correct that it can be
done now, it seems to me that -yould be a lot simpler --
not meaning to intrude on policy, but as a statcment of

&

lerislative intent. It seems to me thore 4 Jifference

C\

betwoen a statute making these thinss secret as to every-
one primarily concerned probably with private oil leases
and private operators who want to keep the information

confidential, and a lease applyine to State lands; that

a legislative policy applying to all oil lands necsssarlly
applies to a lease by the State Lands Commigsion.
L. PEIRCE: Any further discussion?

MR. EIRKVOCD: ‘hat is the problen, Jay, what

would be the problem if no mention 1s made in this leasc A4~

R o

-
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11 4f shie Loase pocs us it 1o now =~ uid subsoquensly a Law
21 wore enacted applicable, roqudring this o boe done on
3| Stute-owned lunds and under State loases? Could it affoct
41 the fladings under thic Llease alter the adoption of thut
51 act?
6 LRe SIAVELEON: I thinl: o the extent this Loase
7| makes the information contldential, concelvably that
81 would be un impadirment of a convracbual obligation and
9| would therefore be invalid. I dontt want to commit our-
10 solves to that.
11 Dite RAVLLER: 'This loase is pubject bto the condi-
12| tions available under date of vidding, so if vou issue
130 new regulations by legislative act you have to leave the
14 goor open in order to mare this lease come under anything
13 1ike that.
18 “Re ZRCK: llartin frel, Monterey 0il Company. iir.
17 Chairman, members of the Commission, at the moment I donty
81 know she answer to the gquestion that has been propounded.
19 I am sensitive to your problem and I am also sensitive to
20 et At : S (a4 P . :
the ancient and honored custom in California. iy company
2l represents interests in California and abroad and I suppoge
=2 most of the zentlemen here dn. As a result, I don't know
=3 what the answer would be as to which they would preler.
24 I do have the feeling it is a very basic question that hag
25 heen discussed here. It is not a question that has been
QED 26 raised in previous len;thy discussions of the form. It ig
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a4oguostion off poliery. While 1o auy have anlomm, it 1o uof

wonatver that has heen siven tho abioscdon that it chould
be piven aud becuuse of tho fact that I dontt fenow, for

cxample, for wy compuny whab wy angwer would bo =- we

operate in bobth places -~ I think 1L other roprosentativob

knew what thelr companicst policy would be that they would

R
be up letbting you know, that's what ther are here for
today, to let you lknow what they want vou to Linow about -—
I think this is so decp and the policy so fundanental, 1t
should not be chunsed just prior to the claventh hour of
this lease.

Mite LOVEQ:  After that invitation by lir. Srek, I %
I should say that for ny company, Superior Cil Coupany,
we are opposed to free dissenination of drilling and geo-
logical information. I can understand the viewpoint of

Lre Wanenmacher and how, in all deference to him and his

b

assoclates, how thev mizht loolk at a sibuation of thi

&5

kind, beings in consulting practice. The oil companies wha
arc spending thelr aoney have braditionally, in Californis
congsidered thelr zeological information as part of their
investunent in the property. This concept has beon curried
over into the State law. The Legislature has alwuys

racogniszed the confidential nature of infoimation filed
with the Division of 0il and Gas; and it has pgone so far
as to allow the opcrator to withhold filin, his loss on

wildecat wells until six wmonths after thoy have heon

4

A

Hini

DIVISION OF ADMINISTRATIVE PROCEDRURE, STATE OF CALIFORNIA

83088 7-57 34M SPQ




© @O =N O U s L4 N =

e
» O A W W M O

18
19
20
21
22
23
24
25

26

comploetod,

we
¥
A

sow, Lotlulul for tods Cowmdooion to bulo aiy ochior
viewpoint is just dnviti-g Darthor disintorsst on tho

pact of industry in thoes: propor:

3 2 " oy e 4
ince L pet the improg-

[ 2‘

-

slon from bwo things thub wore suld -- firss by Sonutor
tlehards, regardine the possible conflict on this subsider
questilon. I am inclined to arsreo with Senabor ichards.

I thinl 48 there 1o one wushority in this Stase thablts
vested with an authority to aake o decision and unotheor

K]

PN I o oy o] et dele dad Sy e S o ?
Conmission thats vestoed with the sume antnority, the

s

oporatnr can be dn violautlon of his louse

e

SrNs DY colpliye
3w s ey e Y Ve, A L s . “ - oy g . . )
1o with the State statusae., It seoms to me from thed and

what has been sald about Sbat~ lauds bolins different {rom

private lunds and therefore thev should ho able to public

this information, it looks lilke an elfort is belns made o

cive speclal treatment to the lands of the State of Cali-

(J

fornia. In otheor words, itt's all right for the Legislatur
U0 pass laws but it's all rizht 17 they don's apply to
State landgs.

I wouldn't want the inference loft tihat the lease
Lform in 1ts prescnt forn is wcceptable us fur as my compan;
is concerned. Ve thinl the royalty rate as established is
tway too nigh. Ve think it will discourage biddinsg. e
think 1t will dissnade an operater in producing his wolls
ot momiman rate so as not to pet iubo an unprofitable

operabtion. hearll you.

coe

L3
@
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