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ow. 

1":11=: 	tlere an7 other vopoosfintativoo of 

the induotry who vc,u1(I 	r to discuss tho subject tLat J.A 

KirLwood raised before wo cora° bac?.,  to the bocy of the 

lease 20m itself~`? 

SHAFER: lar. Chaiman. 4•01 Shafer of the Txzas 

Co:.1pany. l think this would be a good tiEe to ba away 

a little from these specific f oblelas an(1 1001: at the 

over-all. 	As 	Lower said, sole of these thins  we 

on't like are not too bad...By this I lil a o bad tLat 

4cLoy would cause us to 	away frazt this Drobleffl. ,Trut 

iroutvo coot  one parac,raph oaau 	almost unacceptable, (:id 

another o:Ie 	unacceptable and on top of that you 

ad sometlain,l; hero tat is contrary to our oporatinr habit 

an(I practice's for lhany, 	;ears 	and one of us is 

required to bid on these lands. So I sugsoot that con-

sideration be given to the over-all picture as the oil 

companies have to loo!,': at it and see whether by uddinr; 

these little thingi +„r? and L;hero that you are not over-

loadin- this thin„; to no, point whore it becomes unattract 

us i whole 

TIT) 	i) 
• ,1. 1ar• 	 W, IenCti 

ALi 	ELT 	"L 	Is it Li 04.. I would like to 

ilalzo a stater.ent. It ap.pears to aae if it is a fact that 

the practice urider 	situations in other oil areas 

o ̂  
.4 United States requires the plAblic 

this inforLlation I:1 a:o there shou111 

ve 
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it L.; 11 cutub,mt oviclonce of its desa.  • ahi 

can 	a proper !JO. 0-7  doci 

be a po_icy question. I thin  

too, for the 	 if 

ion if Jis is 	to 

itts certainly infomation 

Cy wore 	contompla 

chanes 	and I am al:lost sere there will he COrao chant;o 

contomplated in the lc' 	session related to tL_s whole 

problem. 

PEI CE: Any J1rther discussion, 

7-o,c) 
IS I would like to ell you, sir, 

that all of this is not co7.apulsory 	most of it is 

voluntary. In other words, not all of records are 

submitted to the State and r:31eased he 
n 

Ll a ‘1e  CaUt oil A. I) '77  

to mal:o it convenient,  _if turned them over Uo a blueprilt 

would 	totally inconsio with the rezulations rolati e 

For example,electric ions are eclianc3d and in the ole, da s 

twenty years azo, it used to 'oo they would trade. In or c1 r 

company and they print then. In other words if a man 

drills a well 	may hold that informatioa a iew nonths. 

. 	I would liko to Point out again that it 

to core drillin7 and other types of i  h, omation such as 

CI 6 

/11010101.0141.014.0111.1.11A 

1)o se.e 	 ,11=urout circnujbu 

Caii!or1:1_a, 	‘At Wj CO/11r1 COW to a proi r ova-ma- 

tion of 	torical pr ac-  co 	.ontt 	tro can 

justa_oy u practico 	bocau o 	I.L.to I( 	douo for r 

long period of time. We certainly should quve sul)stantia. 

upon tho industry to J,IoJ th 4.  to 	Coulission, so they 

J 

DIVISION OF ADMINISTRATIVE PROCEDURE, STATE OF CALIFORNIA 

1390015 7.S7 3tSM SPO 



iwatvrati 
	 ititd,ah 611,1 prout) 	.ea 

to a person, 	 on to the ',Ionises. I see no 
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1 JOiU:11,0 	ation 

2 anye.avl ua7 	(Ft wO th 	3a od pr,:m sou unA obtuln pure u; 

3 1  to pemit 	 se:Louie ingoroation, that 

io to . truatod a such und r th tatute. 

should it be 	d1f2eren1 .,i°"t1( with respect o wol_s dr l 

hy the lesac,,le on ... lands? 	j 11 &loruation 	availah3 

just 2ication and certainly a horrible conflict if bhe 

losoco 13 fo c'id to ouhlit all iJis :i. 	and third 

per 	are permit ted to i;o on and ofitairl information of 

the sa.to or zir. velar typo. 

is 	PaIRCE: 1. Hor',,ic what is your comment at 

sta:).0 of the discussion? 

HORTIG: Well, with respect to the particular 

section under consideration at this time relative to the 

availability of data, I have already reviewed in ,general 

the criteria or the factors which the abate Lands ]Jivisioi 

thought were ralevant thereto, all e:ccept one; and that is 

that .n the resolution of the conflict, as 	z,ome men- ; T 

tioned, if data were required to be disseminated and a 

particular lessee felt he had not acUeved by his inv-est- 

raent a competitive advanta 	believe it must necessari., 

-- although it cannot be d,..nonstrated precisely --

on a l ease offer on that basis, a lessee mat in a critical 

evaluation would include soide insurance for the condition 

that he no lonser Azad a coupatitive advantage; and this 
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insurance would be in a lower bi,1 to the State for ch 

a lease. 

Yat. PEIRC2: L r. Kirkwood, you raised this questio 

of disclosure of information. What is your position at 

this point with respect to its applicability to the lease 

form? 

Mit. KIRNMOD: Letts take a look at whatever else 

we are putting in the lease. I certainly realize this is 

one of a series of things that balance each other. I cer-

tainly wouldn't want to go beyond the conclusions here, 

all certainly which would indicate that if the law of 

regular application were subsequently adopted, making 

public similar material, this would be covered or sub-

sequently developed information would be covered by that 

law. That would be as far as I would want to go. Lets 

see where we end up. I judge .... we have one blank in 

the lease on the size of the parcels ... 

La. HORTIG If I may suggest, this would follow 

in the next calendar item which would go to proposed 

specific application of this lease form as adopted, as a 

basis for proceeding. Both size of parcels and rental 

provisions will be discussed in the next calendar item. 

KIRK-,X0D: Yo'.1 are nob talking in terms of 

this exhibit, whatever it is? 

7P HORTIG: Yes, it would be ... 

1:2‘. Ki2Y,1001): That does give the rental formula? 

i 
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1 	 MR. HORTIG: No. The rental is a blank OIL page 

	

2 	of the lease. 

	

3 	 KIRMOOD: I would certainly reserve at this 

	

4 	point, John .... I would say let's take a look at the 

	

5 	other things; and I am not making any suggestion or 

	

0 	proposing; any amendment of the lease until I have a 

	

7 	chance to look at the other, things and have a chance of 

	

8 	discussion with the consultants and so forth as to what 

	

9 	they are recommending here. 

	

10 	 PLIp,c Are there other representatives who 

	

11 	wish to be heard with respect to the proposed lease form2 

	

12 	If so, we would be delighted to hear from you now. 

	

13 	 WATS011: 1..;r. Chairman, for the record my name 

	

15 	Edwin. Y., Pauley and Associates and Phillips Petroleum 

	

16 	Company. We have two points bearing on the proposed leas 

	

17 	which w feel she- id be considered by the Commission. 

	

18 	 Lir. hortig just referred to the annual rental 

	

19 	figure as still blank. We note that ,:91.00 ier acre has 

	

20 	been recommended ay the staff but has not yet been inser d 

	

21 	in the lease. 1e would sinply say we support the staff's 

	

22 	recoamendation -)f :„11.00 in that respect. 

	

23 	 With reference to the size of the parcels, we feel 

	

24 	it is entitled to groat consideration, at least while the 

	

25 	terms of the lease are under consideration; and if it is 

	

26 	agreeable, I would like to discuss the feelinE, of these 

eti 

• 

14 	is Glenn R. Watson. I am appearing today as attorney for 
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two companies with respect to size of the pacels. That 

important to the Commission • and, well, ,Awin Pauloy 

and Phillips Petroleum Company are of the opinion that 

fixinc the size of these wildcat parcels at 5,760 acres 

would be in the boot interests of the State of California 

Certainly, parcels of that size would be more attractive 

to industry and, therefore, should result in hi ;h amount 

of cash bonus bid. W.:3 believe that not only would the 

total bonus per parcel be greater but that the industry 

would bid more cash bonus per acre on th,  larger size. 

The amount of bonus is affected by the probable revenue 

of the lessee if the parcel is obtained. The size of the 

parcel will influence the size of expenditure on Dlati)rn 

and other operational requirenents. Such expenditures 

would be creator for a small parcel than for a larger 

parcel 	which, of course, would result in a smaller net 

profit on the smaller parcels. The larger parcels should 

produce the c,reater dollar return per dollar spent per 

acre, thus mal:ing more dollars available for the payment 

of a higher caoll bonus to the State. 

Therefore, we are of the opiaioa that fixing, the 

size of the original parcels at 5,760 acres is sounder 

from a business and economic viewpoint, will have the 

effect of incroasinz the bonus to the State of California 

and will decrease the number of platfor.is an 

and thus Ilk, beneficial to Santa T,arbara 	 ets. 

5S855 7-67 35M SPO 
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:JA;hov, 	Lislaturo 14LI o: .5;%Iociod paPco 	760 

acres io size by the cunniq.hut4 Choil Act ih 19 

epactod this in 1)57. The Leislature apoarantly contop 

platod that parcels not 760 acres in size would be 

appropriate in proper cases. Thir offer, we fool, is the 

lo,sical place of followinc the lej_slative intent by 

fixins the size of the parcels at 5,760 acres. 

The second point which we wish to brin:: before you, 

which we are most concerned with and which concerns the 

Commission, concerns the royalty formula. The staff has 

reco=ended a bonus bid and sliding royalty, hut there 

has been publicly little discussion rej;ardinif:, the suitabl 

royalty formula. Wo believe that no royalty formula 

proposed in 2xhibit B for consideration is not proper for 

these wildcat lands. In fact, this fore la is comparable 

to the ones on the majority of the State lands in the 

Santa 2arbara lands and Ventura, on which leases have bee 

made on proven lands, oxcopt in ono case in cash bonus. 

7j'e would like to submit a. formula which, in our 

opinion is more suitable to wildcat lands. This formula 

lies somewhere betoreen the extremes that have been advo-

cated, one su3gestins a flat 16- /3 and the other a slidi: 

scale up to 50, which appears on 2;thibit 13 for considera 

tion. 

For the purpose of clarity, I would like to hand tbe 

Commission a shoot showdns our proposed formula and its 
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et on pro :P Qod produW6io71v nom if3 ono for about ol 7_, 

one to have one and in abotLt five secon(ls J can put in on 

the board so the other zontlemon can see it. 

Now, you will note that under this formula 1) 2/3 

royalty remains effective until a production of 196 barre 

per well per day has been reached. The royalty then in-

creases on a slidinb, scale up to the maximum to be fixed 

by the Commission. co recommend a maximum of 25;L on 

this offshore wildcat acreaze. In our opinion, this 

formula would maize the lease more attractive, would in-

crease the competition, and would result in a higher cash 

bonus payment to the State. This sliding scale royalty 

that we are proposing in our formula is hic:her than the 

royalties demanded by Louisiana, Texas, the iiederal ,soveri 

meat in the Gulf of I.:axico, and other jurisdictions, with 

Which the oil industry must compete. 	We feel it is 

important for California to be in competitive position wiJ 

other jurisdietj - sl. This formula we propose is a fair 

one. The company will spend millions of dollars for cash 

bonus, platforms, exploration and testing. At least, the 

cash bonus, exploration and drilling costs will be a tota 

loss if drilling is unsuccessful. :;very bidder must con-

sider these factors in the event production is not obtains d, 

in determining the cash bonus. The potential reward must 

take care of those losses. The loss the potential reward 

the less the cash bonus to the state. 

68856 7-57 35M 8pO 
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Ia our opinion, this shoul c1 have the careful 

ceaidoration of the Comuission. 10 brunt our recora=4:A 

:7;ions o the size of the parcels and a suitable forral.a 

will be considered before final action is taken. 

PEIRC2: ilay I ask, ijx. Watson, did you or some 

one representin the companies you are reprosentin today 

present your thinl:in on this subject to the committee of 

the Western Oil and Gas Association? 

WATSOH: I don't believe the committee has met 

since the royalty formula, was first proposed by the bands 

Commission and came out with a tentative draft in Liarch. 

To answer you directly, sir, I don't believe i.t has been 

discussed wi the Commission. 

I.:R. PEIRCE: Wore your companies represented at the 

discussion at which members of our staff %lot with members 

of the industry here in SacraL4ento on )bruary 26 and 27, 

I believe, with the consultants present, discussirc; variot 

ramifications of this problem? 

UATSC.TA: Me two companies were represented ao 

the hearinr; and according to th,. Jritor, th,;:ro was no 

discussion concorninc the particular formula. All of the 

discussions wore directed toward cash basis, and so on. 

This has not received public discussion. 

PI31.11,CM In other words, your presentation today 

is the first time that this particular proposal has boon 

pres:)ntod to our staff or to our co'Isultants? 
...kommer•••••.:. 	 ••••C 
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r2 

1 
	

AT ON: Lo, I wouldnitt say that. It's 'bho 
2 first public discussion. Tho 2ormula 	beou presented 

3 	to 2rank, hut this a J the first opportunity, actually thil 

4 is the first time the formula has been publicly discussed 

5 to our knowieddo.  
Horti, have you any comments to 

7 maize with regard to this matter? 

14H. H02.2'IG 	0, sir. Asir. Watson reported, 

9 representatives of Phillips Petroleum did discuss with 

me, this proposed royalty formula some ime back. This was 

ono of a multitude of .r^rmulas and proposals which have 

been evaluated against the tests of the Commission!S =per-

once, the recommendations of the special board of the 

consultants to the C. xftission; and inasmuch as 

point out, I  probably shouldn't admit this 	am one of 

16 the parents or the parent of this particular form back in 

17 l93 b, I felt I had particular familiarity with this formu_a. 

18 	The basic problem, ;nakinr, this short, is that the 

19 staff has recommended to the Commission, after considera-

tfJr1 of all aspects, from all aspects, the particular 

formula which is in the lease form befr-,  you today. All 

other variatio.as are desirable, and supportably desirable, 

'spending; upon the particular end desired to be achieved 

by the specific proponent. You have here today, on one 

41x. Loaor unqualifiedly stated the royalty formula 

proposed Ly the staff is too hi ;1i; hr. Watson in boll.alf 

DIVISION OF ADMINISTRATIVE PROCEDURE, STATE OF CALIFORNIA 
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of his cliontv 1  a 	viotlor olu l  owor, awl thoreovcg, b1L 

vocoaaoadod "+s Wei 	is too 	fJenatoe Alioa stat d 

qualifiedly the royalty  rornulu 	too low. 

You have, out of the total rg:risidera:;ions and the  

representations ,dado by everyoue, no staffIs considered 

recommondation and the consiclered/oco!moadation of your 

special board of consultants; auc1 ,'von in the li-lt 

support for the particular fordula 	 ;'`atool has 

advanced, that nevertheless the royalty fcr:.!ula that 

should he adopted by the Co=dssion is that sot forth 

the lease form before. you. 

I might add, adCationally, for the 3e propo:.Lento 

of 46;:/r3 situation wh.o fool that potential :Iith cash bonus 

bids are restrictive and ilnCesirable in connection with a 

State lease, that adoption of tho royal formula propos 

to the Colmicsion would be raore desirable in tile royalty 

lora.ere proposed;  in that I thinl: it is 1- cosnizeJ. as 

a:domatic that with 	hi:h royalty fornula, the cash 

bonus bids would be lower. 

1 777-4 	ryr:ai)c., 	lir. t,ave...Ler, would you 	C OialTsr1:6 
;" 

on lir. Watson's stateLlent? 

DR. KAVLLER 	Chaima-  I '10 i?t '-elieve I coul 

add anythinL; over what 1:r. :orti has said. There is no 

basis fo- dotorlainin what a royalty should ho, It is a 

natio-or of business jmd aent. as yoll have discussed oz.:- 

tens:Lvely  frost time to title in this heari 	. 
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cal s att. 	to t7Jr! .:act Uhat 	OuOo 1, u thin in 

oum total, 14 tho royal 
	

t o bonno will 

lomr. I hink . 7,tnoaauchor join o mo. Joh as to tho 

sio'„) of tho loa o and 4 	rOrAliO:t to deo applied, troy hay 

1(1'GO thoya“aveco a policy prolaom. 	.o divoroo 

, 
V e.:::ists in thio a. -at(), I V.iink would driv3 the Ooml • 

'lion to a co:apromise o i,;.ion. I hi ti you sliould derive 

a 	at dial of 	i ?action out o2 the fact that f..2 both 

sides aro dissatis2ied with the resu7t that 

probaLly been done. It would 	fatal, PTTP 
11.441.1, opinio, 

oither side walLed out of here satisfied. Then., I 4611i111, 

equi y would not be done. 

One has to 	his worth 	44* ,1 

situation 	. but I 	persuaded . 	. ta.,a~n -..‘tatament I 

made to 	Alton, the stat..Iment I made in respect to the 

statutes on minerals in 	State of California has under 

3. one transition. lit the last faeetinL; we ha  a, it 	all 

understood that wb;,; w he a tido ::1 today is not fixed  owe Y. 

in 	evolutionary pr ()COSS. I thini: Wa-tt the staff ha 

recommended today is as good a middle-of-the-road lease 

that you could have. I would recomend the staff's 

rocomendations on leaset" „k and other thi '0 be approve 

Tila,,nr1..ac'a or? 

rt '`!,1 A 7,1' 	071.'77 
• 1,1141.1%; .t.:41.s4 .1.21.ta I conch. 

.71 1"IVz 4,A4s, 	 col-enr. ..ow, we have 1)oon here 

near71x two 	 would observe that his matter 
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1 .,s1$oc;ri 	VI 41:7 	fov :U-0 LIP 	1047 LO! Zk:A t % 	 1V30. 

GO vb 	 t 

„.• 	11:av lur 9 ,` ohicmt oIrJoy pouJI! 

4 	 pqr% it 

ri id vi 0"L: • WM 

e. to =peel:, t tab evorronu 

2 

3 

11 he entirely coatis 	r 	xo freLl .6.31u State's view 

oilt or to indr. ovyto vi)wy have a l  i n.C3e 

wo are opori.oln' 1.i.av endeavor' int 

u 1 t4 	th 	i c 01 the  Attornoy Gonoral autt 

our consultants, in a :aannor tiv . will -rotoct the Inter- 

the Stu, and 	bo ~iv o recoglition to pro or 

id7,,cmlents 	wil) cause tho industry to :pLera for 

aAd find oil sucl as Llay wdot under the tidelads of 

15 	fashion 	testimony that is 04 tired by those present. 

What is your pleasure with  recard to the staflTs recomen 

dation that ve approve the leas forL1 as amended? 

i. 	EtaLWOOD: CouLl 1 as1.. a question, please, Li 

L:reh? 	Walt on, I would be curious on one thinE. You 
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WATSOYa I am. 

1.zt. inaKwooll a Have you ad opportunity to discuss 

Mail the point he raised with reference to pos 

oporazion of AD 5? 

. WATSOIT: I have not road AB S and I have inquir)d 

of lairl that eff•ct it would had, 	but I am not otherwise 

.../IVISION OF ACIAINISTRATIVC PRO=URC, STATC OF CALIFORNIA 

13 	this Stuto. 1:ou, 	 ancl aovernor Powers, 

14 	believe la3 A.ave, at least, o.:thausted in a preliminary- 
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1 r,wai lure 

IALJOOD Do you ftor tho i,locmoion 

you hoar0 lio uornin60  that 	proper for n to Sao  

ahead win this lease, r'th the provision of 10 of the 

exhibit; that tido are not rettinc into a )roblem there? 

Is that anythin you can e:cpro53 a view on? 

WATSOE: ro, it is not. Phillips Potroleum 

and Paul ey have no position on that. The only ones we 

wish to comment on are the ones within our pro aontatioll. 

PEIE4J31:; •ar. Shaveloc. 

R. S1IAV21 SO I'd like to point out that Section 

reserves to the State the richt to exercise a power. 

is automatically In other words, it's not something that 

operative. 

LdZ. KIaKWOOD: You mean )5? 

3HAVELSON: excuse me, I meant Section 10 of 

Exhibit A; and for that reason it is not, it does not 

have a head-on sort of conflict with the statute. I have 

a statement, a one-sentence proviso, which really says 

no more than would be implied anyway, but it mi3'ht be a 

:,00d idea just to clarify this matter syinc; 	ra.[ to 

reserved and retained by the State under this Section 10 

shall be exercisable 	the extent and only to the extent 

that such exercise is permitted by law at the time of suc i 

exercise. 	I think 'that would certainly eliminate 

by minute study of Al? there should be some question, 
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conclude there :Ls . local couaict between this retained 

power in section 10 -- then 1 believe this would male it 

clear that we are not trying to do anything inconsistent 

with the law and, of course, that would be the thing anyw' Y. 

We don't like to have any provision of doubtful validity 

even, though it is undoubtedly severable, it doesn't affec 

the validity of the lease. 

1:11?" PEIRCE: 	Flutchins. 

iva. HUTCHINS: Ly name is J. Barton Hutchins. I 

represent Edwin Pauley. I am not tryLn to cut the ground 

down under a lawyer. It is true that Phillips and Pauley 

have not had a discussion about this, but I discussed it 

with Pauley last night and he is very apprehensive that 

down the road there is probably going to be a head-on 

collusion ... (laughter) ... my apologies, collision. (I 

am glad you are listening to me anyway.) I have discussed 

this with the senator himself; I have read the act. I am 

not a lawyer but it seems to me you have (cat two sets of 

rules to go by. Looking at tbis 	it doesn't have to 

take a month, a year, but I think more detail should be 

gone into than L.Ar. Shavelson remarl:s. I feel like IXr. 

Lower. I believe we ought to take a good look at this 

thing. 

:411. KIHKWOOD: Did Iva-. Lower make that statement? 

La. PEIRCE: lir. Kirkwood has asked, did You make 

that stc_tement that was referred to by 	Hutchins -- tha 
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t'lat we delay action on the approval? 

v4a. LowiJa: I didn't ash that tho Ganaission del .I 

action. What I said was that I thoucht there 4(13 a con 

filet in AB 5 and Section 10 as previously written. 

U.aKWOOD: Wouldn't this insertjon of l:: r. 

Chavelson take care of any possible conflict? 

LiR. L=21: I think it would, yes. 	If it plahes 

Section 10 subject to the effect of AD 5 and the rijits 

of the Commission to act thereunder subject to way leis 

lative enactment which might he contrary to its provision 

I think it would. 

GUVEIEOR POEJ.1F: That is the part I would be 

interested 	pie certainly don't want to pass a ri le in 

conflict of the law. 

MR. KIRKWOOD: I can't see there is any conflict. 

I think this would take care of it. 

HORTIG: If I may, Mr. Chairman, I should like 

to add something that isn't Eenorally advised. AB 5 or 

not, and assume AD 5 is a panacea for Long Beach, which 

it is designed to be, Section 10 of the lease form is sti 1 

7,oinz to be desirable for the control of operations on arl 

State lands, particularly from the standpoint that there 

cannot be  extensive damaL,,e resultin from operation of a 

State lease, which extensive damuL;e could otherwise still 

result voider the criteria of A3 5 louz before Ai)  5 can he 

t r 	ed into action. 
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ANT 	a 411•10•MIIMMI•111•1010•111 .  

vilt. Kral:WOOD: Might I a h, Frank, what is our 

agenda here? You say the lease parcel size doesn't cone 

up until items later in the avenda? 

DAR. HORTIG: The item succeeding this. 

YR. KIRKWOOD: Is it ca-endered? 

2.1R. HORTIG: Yes, it follows immediately behind. 

If you gentlemen wish preferentially to consider them 

together . 	 

MR. KIRK W6 ,. I think that gives us the whole 

picture of that we ara talking about and what ae haven't 

gotten into discussion of. Wouldn't you say that, John? 

MR. PEIRCE: I think we ought to take them togethe 

Er. Watson links them together. 

MR. KIRKWOOD: Are we suggestingfive parcels be 

put out? 

MR. HORTIG: Yes sir. 

MR. KIRKWOOD: And each one is 3 840 aores? 

MR. HO?.TIG: Yes sir. 

KIRKWOOD; 	.00 per acre per year? 

MR. HORTIG: Yes sir. 

PZIAC21: And the lease form we are discussing 

would apply. 

• 'LIRKWOOD: And the royalty also. 

MR. HORTIG: Here is a map with the geographical 

locations. (Short discussion off-the-record, looking at 

map) 

DIVISION OF ADMINISTRATIVE PROCEDURE. STATE OF CALIFORNIA 
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WA. PEIRCB: All right. The mooting will then 

come to order. Pefore wo conclude on Agenda item No. 

ir. Hortig, will you now par': to Item No. 2, which invo 

five proposed lease oflerings? 

MR. HORTIG: Yes, Rir. Chairman. On September 13, 

1957, the Commission initiated consideration of offering 

oil and gas leases pursuant to Division 6, Public Resotrc 

Code, in an area of approximately 54,000 acres of tide an 

submerged lands extending from westerly of the Elwood are 

to Point Conception, Santa Barbara County. 	The County 

of Santa Barbara was notified pursuant to Section 6873.2 

Public Resources Code of the pending consideration of 

lease offers. The county did not request a public hear in.  

Time r—mired for filing such request expired November 15 

1957. 	Recommendations as to royalty rates, lease sizes 

and lease locations were presented to the Commission by a 

special^ board of consultants on February 3, 1958. The 

following staff recommendations are within the scope of 

the consultants' recommendations: 

It is recommended that the Commission authorize th 

Executive Officer tp offer parcels of tide and submerged 

land in Santa Barbara County for oil and gas lease pursua t 

to Division 6 of the Public Resources Code. The lease 

award is to be made to the qualified bidder offering the 

highest cash bonus payment in consideration of the issuan o 

of an, oil and ;as lease. The bid lease to be offered for 

.11••••••=•••••611aaft, 
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the parcels shall be the form authorize.' pursuant; to 

Item 1 of thz calendar. The areas are not within the 

geo ical structure of any known oil or gas field, the 

fore they are in the areas listed by the consultants as 

wildcat and exploratory. 

There follows three parcels of 3,840 acres each, th 

parcels bein approximately two miles along shore three 

miles into the sea. The specific map coordinates, so 

these parcels can be precisely located on the earth, are 

listed. The three parcels under discussion all lie easter 

of Gaviota and extend to approximately l:7z miles west of 

the westernmost lease of the existing Elwood Oil Field. 

The landward and northerly boundary of each parcel is the 

ordinary high water mark of the Pacific Ocean. The seawar 

or southerly boundary would be parallel to the ordinary 

high water mark and seaward three miles. 

The lease rental is to be set at "4.00 per acre 

per year. 

As provided in the lease form, no permanent filled 

lands, platforms or other fixed or floating structures for 

well sites or other operations for operating oil and gas 

development from the area leased shall be constructed, used 

or operated a t any location less than one mile seaward of 

the ordinary high water mark of the Pacific Ocean. 

The bid lease form to be offered for the next fol-

lowing described parcels shall be the same form, of course 
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1 
	

omitting any limitations as to location, p) uteut or use 

2 of pier structures or filled lands by doletin3 the appro- 

3 priate restrictive lary3uae from the lease form -- which 

4 provides for the restriction of therJe operations ia the 

5 lease form -- for these two parcels westerly of Gaviota 

	

6 
	

and easterly of Pt. Conception. Parcel description folio 

	

7 	There are two parcels, 3,840 acres each. 	Lain, the 

8 northerly boundary is to the ordinary nigh water mark and 

9 the seaward boundary or southerly boundary to be parallel 

10 to the ordinary high water marl: seaward three miles; with 

11 the ordinary rental .4.00 per acre per year. 

	

12 	For the record, if I vlay, ivIr. Chairman, at this 

13 point note that in the lease form which has been discusse 

110 	14 	this morning 0.4 Ww. on page 19 we should like to have the 

	

15 	record reflect that page 19, line 5, should read Ilat 

	

16 	least?? rather than ”ease” 	with a tit”; and pa' e 190 

	

17 	line 10, should read ;Y  at least.fl 

	

18 	KR. PLeIRC: vie have before us the recommendation 

	

19 	of the staff that the Executive Officer be autaorized to 

	

20 	offer for lease five parcels of tide and submerged lands 

21 in Santa Barbara County. Are there any questions on the 

22 part of the members of the Commission? 

	

23 	 KIRKWOOD: 	to get the matter formally 

	

24 	before us, I move the recommendation of the staff. 

	

25 	 GOVEhaa PO,MS: Itll second. 

	

26 	 P.,1;1,3,CL;: Does that apply to both rec,ommondaticm: 
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kj;i. KIuKWOD: Wo11, yes, 4 tlin if m adopt AL 

'v wo aro acct pfoin the :Com. 

411. HOUTIG: .or this particular lease only. 

MR. KIR WOOD: But 	want to as,, the consultants 

before I vote on that. 

It 
	

PEIRCE: If I understand correctly, 

Kirkwood has moved that the State Lands Commission appro e 

the two recommendations of the staff -- first, with respect 

to the lease form as amended; and, secondly, with rospec 

to offering of these five parcels of tide and submerged 

lands. Those are the two recommendations before us, is 

that not right, Mr. Hortig? 

ER. HORTIG: That is correct. At this point, may I 

ask that the record show that the lease forr as amended, 

referred to, includes on page 21, line 24, after the word 

"lands" the addition of the phrase nor other saoreline 

properties'? as was suggested by Mr. Kirkwood. 

MR. PEIRCE: Mr. Shavelson: 

MR. SHAVL'LSON: I 11-  just wondering also if 

want to include that little phrase at the end of Section 

10 that I suggested. 

MR. PEIRCE: Will you read it aloud, please? 

MRS. STAHL: The rights reserved and retained by 

the State under this Section 10 shall be exercisable to t 

extent and only to the extent that such exorcise is per-

mitted by law at the time of such exercise. 
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Y. ZA7ALSON: That woul6 follow the words 

"loction 10" on line 33, pato 22. 

M. KIRKWOOD: Won't the same -- shouldn't 

same addition that's made on pace 21 be made on pace 22, 

line SY? 

SHAVELSON4 That's right. 

• HORTIG: Exactly. 

:a. KIRKWOOD: All of the amendments we are adopt-

ing are in this one section? 

11R. IIORTIG: Ye • 'a ;o22, line 9 	actually it 

should go in line 8, hr. Kirkwoo0- after "residential 

areas" 	..."or other shorelL.. 1..2operties." 

la. KIRKWOOD: That one, we want to be sure is the 

exact language. I am a. little bothered in the reading of 

that. 

ma. LEOVY: I wonder if •we could read the language 
of that change a little louder? 

• PEIRCE: Can you read that, 1...1r. dortig? 

MR. HORTIG: Which one? 

LH. LEOVY: The one at.  Section 10. 

Ka. HORTTG: The rights reserved and retained by 

the State under this Section 10 shall be exercisable to tb 

extent and only to the extent that such exercise is permit 

by law at the time of such exercise. 

MR. L20VY: I was wonderin7 if it would be better 

to say "shall be exorcised by the ;tate Lands Commission 
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..000,110.01•11.0•11040•11.10. 	it 

only to the x:teut ...” in other words, the Jtato is 

Mill zo nw to do it. 

ASSZABLYI4AN HANNA: 1 in the loaae, it would 

have the same 	in other words, till conflict hero is 

Izoinz to be by the State. -- the D.O.G. or $tato Lands 

Commission. 

ik '7 1) 
1.'41 to • PEIROL': Are we all of the same mind with 

respect to the te;zt of these cLiaivjes in the lease form? 

KIIZK'JUOD: Now, I miL;ht ask. then, John, of 

the consultants whether you arc in a position to recomme 

this and having particularly in mind the discussion on 

Section 1L, whether you feel with these other provisions 

and with the balance we have, that you are prepared to 

recommend this as appropriate. 

DR. KAUL2R: Yes, 1.x. Chairman. In response to 

Kirkwoodts question, yes, I would recommend the lease 

adoption as now written. 

..,tanamacher? -) 	" 

WA:TEHLACHa: Our firm will also recommend the 

lease as changed and amended. 

P 'IRC:u;: The motion has been made .... 

GOVERNOn PCV123: I seconded it, yes. 

LIR. FELIX.] ... and it has been seconded. Is there 

any further discussion on the part of the members of the 

C mmission? (7,To response) Has anyone else aaytning to 

say before we take action with rJonect to these tae 

001,00•10.1110•••••••••••7*. 
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1 	of the kftblio IL:Jou:coos Code w unoadod, providinc more 

2 	fit:2:11)1e operutin and devolopinL; condition: for leases 

3 	thereafter, and with the option in the Commiosiox 

4 

5 

6 
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8 

9 

10 

11 
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13 

any such conditions in any pre ex:!. tinf7 lease by amendmon 

Such amendment may be includqd in pro-existinC leases ale 

in the opinion of the Attorney General. 

Application has been received from Standard, as 

operator, requesting approval of the amendfdents to p-,:'ovid 

for the additional operating conditions and it is recom-

mended that the Commission approve such modification. 

This is identical with the modifications approved by the  

Commission heretofore in upwards of twelve existing lease 

ER. PEIRU: Any questions? (Ye response). 

11R. FL'IRCE: Recommendation is approved. 

MR. HORTIG: Page 24, gentlemen. The staff is 

happy to report that with respect to the calendar item on 

page 24 this represents a consolidated report of the 

closing of certain projects which have been completed 

pursuant to prior authorization by the Commission for 

expenditure of subsidence funds. The determination of 

the allowuble subsidence deductions in the light of the 

operations that have been conducted has been completed in 

accordance with the requirements that there be an ensinee 

ink; review and final audit at the time the items are com-

pleted. The results of the final engineering review and 

26 audit are tabulated on page 26 and represent only four 
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7 '7 

projuctz3, oh= Cor Lourproject:3 in t;t final column 

"Credit Duo Stute thu amount of Zunft ,leretofore witrloJd 

by the City ofLon3 each on of estim4ted suboidenco bass, 

which have now bocamo duo to the Statu, in viow of the 

fact that allowable deductions are found to be less than 

those paid the City of Long Beach. Pio, for the projects 

as listed, the amounts due the State are indicated in th 

rizht hand column and it is recommended that the Commi ,  0 

determine that the subsidence costs in these respective 

fund de ioiations be authorized on the basis of this 

determination, and that the acecutive Officer be authorieed 

to execute appropriate written instrwients requirinr7, tha 

appropriate ad , ustments on the accounts considered hereir 

be made to the State of California as necessary and indi-

cated on Exhibit A on page. 26. 

i.1R. PEIRCE: Does this meet with the approval af 

the City of Long Beach? 

MIL SPElICEn 1.leets the approval of the City of 

Long Beach. 

KI2KWOOD: How does this happen? Are these 

all under the orizinal estimates? 

NR. HORTIG: This will be the situation in the 

majority of instances. 

1,:R. KIRKWOOD: We are not cl)sed from our orisina_ 

findincr from adjustins upward? 

HORTIG: I o sir, 40 are not. As we have zone 
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aieni:04  you contlemon hav3 approved adOition-1 amounts as( 

ultimatoly it could IPJ11 be that. JW the tabulation was 

orij.nally set up, it reflected "Credit duo State or 

Lone‘; Beach" and it can p:o eitlier way, but in this •particu 

tar instance, since the credits are duo the State ()illy, 

the column was omitted for cla.city. 

kR. KIRIMOD: Jo don't have any further docuricnta 

bion on this except this? 

KR. HUTIG: Solely the worhinr, papers. 

laanuon Those are in ti e hands of the staff," 

HOaTIG: They are in the files of the State 

Lands Division. Copies are in the files of the Lon,; Beacl 

Harbor Department, and the results here are also the fin 

determination after rather extensive reviews and azreemel 

and determination with the Long Deach Harbor Department 

staff. In other words, these are not unilateral deter-

minations. 

KIMOOD: Jay, i x your opinion is this 

sufficient documentation to act on without in effect 

delecatin3 someone to Lo into it:,' 0,.could we have some 

sort of outline from the staff as to their procedure? 

This is the first one we have done? 

1,7) HORTIG: Yes. to • 

SHAVELSOY: The Coy. fission has, of course, 

civen its prior approval to those expanses subject to 

subsequent engineeri and accountin review. I dont 

	4••••••••elowsoommamomion4 
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imov what mmld be intem( iatu botwJan i;his 

sunra4ily awl actuully ,oliv into the tahnlaiou of tlie 

workinr rapors. I don't thinl: to 

i.R. h.LI1s.dOOJ: You thin' this is sufficient as a 

)anis for no to clotormine that this is the propor divisiol 

NI 3HAVaS011: In this iustarwo, where it doosn't 

L;o above your original er.timate, I fool pretty comortabl 

with it. As far as the future, 	the costs do exceed it, 

it's quite possible we ought to formulate a procedure and 

which, 'fie the the Ci'Gy sees that it is :oinf to exceed tne 

osL:imated coot, that the Commission is informed so that i 

may, if possible, -J.ct before the excessfunds aro spent. 

HORTIG: That has been our ..... 

-AR. SHAY LSOIT: That has been. I thin': you have 

given your prior approval of the axpenditure of up to the 

amount at least and under those circumstances I think it 

is satisfactory. 

ER. HORTIG: I may have complicated this unduly, 

I may  suggest -- I did not road the full calendar, ;ftlt th( 

calendar item itself outlines the stops that were taken. 

,nd includinr7 the final review with the 7xarbor Department. 

This, I believe, was sometthins in the nature of something! 

intermediate, as Jay has su7,-estod. 

KIRK WOOD: Hone of these are particularly 

controversial areas -- they are not ones where we would 

into serious proble:as? 

/7 
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• G 	0 r WW0 Cluarl:r within the 

larbor Comfaimirion, 	',,P) ..i,avo no cilifieu.,,ty w to :Loca- 

tion,. They ;,For,) dein, 	v in an 159._. a, that has alid is 

coutinuinc, to suidsid and tho fluids ;lore clearly spent 

for tho purpose of suhsidence remedial worl.~.. Luny dis-

cm-,sions wore necessary to e _ear up how you subsidi4o 

portion of a project, and as a aattor fact, the reU30 

these are all credits duo the j.tato aas the fact that 

there had boea consido: 	diffoonce oC o in ion I the 

City's )0tiniate • tO 	were cubsideuce ite= a-6 our 

:lotorlaination arrivocl at subsequently. 

Alirr further quoo ons? , 

KIRE;MOD: 

1,44• The rocommendation is approved. 

T 
141. • HORTIG: Pace 27 is a continuation of the 

month-to-month program., Or the ogram analogous to and 

necessary in conjunction with those programs approved 

heretofore by the Commission on a month-to-month basis 

because the total pro- a:.r'.ata aro not yet sufficiently 

in order to 	 particular se• .nt to 

be included on a fiscal year basis and is this instance 

additional suboir'.once studios are doomed to be critically 

necessary in connection 4.11;11 avalv!,ation of subsidence war' 

planned for the futuro; and „  ha k,boon prior 

approval of 	- ,a pf„ of prole in. I, ncip. and 	r 
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ti,h) ;:wd Zuvlds it , a dov,,lepod 	adtai;ional 

costo All Iluvo to bo  iacurrod J7/ tho iarber Dopurtmont 

for 	sub-projoot nonst twato and OontfL oneiecP2  

is outlined ,4i; un estLiated i.",ota1 Of „,10,000 on puce 	9 

wad it is r ocounio.idod uiiat tho Cor,y,thJsion .1,pprovo uch 

6 	costs to be :LT ndod by the City of Lonf, ,eaeb. subjeet 

7 	to the standard reservations for detorminaoion of allow- 

8 ability upon enc,ineerincP reviavr and final audit subuequen 

9 to the time when these operations have actually boon CO2 

10 pieta 
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•,,t tTi  KIRKOOD: 
	rihfa. 

Ta. 	A n questions? (No res onse) 

46ecommendation is approved• 
it (t11 

T pit. HORTIG: Pace 29 -- anlanalocous to the pre- 

	

cecina~ item. This 	also a request for approval for 

additional fLnds for a project heretofore approved under 

the title of nSuosidance 1,;aintenance" and this request is 

being made to insure that emer: acy repairs can be macIc 

to terminal facilities if required prior to the end of 

this fiscal year, June 30, 195. 

KIEWOOD: 

i to  PEIRC,1,: The recome_endation is approved. 

	

HOHTIG: 
	

in 	the Commission heretofore 

approved on a fiscal year basis a project under the title 

of Ivaoado and Streator'. It :ia.s noa develop3(1 that addi-

tional unforeseen costs will be incurred by the lIarbor 

01.0,161•••••••Ins 	 
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Department for work on the sub-project of the pontoon 

br.,de relocation. The west approach to the Pontoon 

Br de remains low and the request is made to obtain 

prior approval for raising the site of Seaside Boulevard 

and the surrounding area which will be necessary to meet 

the Pontoon Bridge. No approvals are being requested in 

connection with work on the bridge as such, wUch is not 

qualified. 	It is recommended the additional costs be 

approved as derailed on ..... 

KIRK WOOD: '1.Iove the approval. 

HORTIG: 	pace 32, subject to the standard 

limitations. 

HR. PETRCE 0 K.? 

GOVEaNOR POWERS: Yes, thatts O.K. 

14R. PEIRCE Recommendation is approved. 

MR. NORTIG: The Commission has also approved 

(p. 
	

33) the Pier area project for the 1957,58 fiscal 

year, but it has been determined from proceeding with thel  

pro'ect'that additional costs will have to be incurred 

for earth filling the area between bulk hea_ and the road 

in the center of the pier, which were not clearly foresee 

at the time of presentation of the original Pier 2 proj c 

estimates to the Commission. It is recommended that con-

ditional authorization or approval be given for expendi-

ture of the additional funds. 

US, lioit 
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1 	D1)‘. PaRCE: Any questiono? 

	

2 	Recommendation is approved. 

	

3 	 HO TICS: Fa3o 35 is strictly the monthly 

	

4 	continuation of the Town Lot project which still 	not 

	

5 	processed sufficiently to he proposed in its entirety and 

	

6 	therefore the Harbor Department is again • . • • 

	

7 	 KIRKWC:ili: Approved. 

	

8 	 HORTIG 	submitting a request on a monthly 

9 

	

10 	 PEIRC3: Any questions? (L o response) The 

	

11 	recommendation ip approved. That takes care of Long 

12 

	

13 	ili R. HORTIG: I believe that takes care of all 

14 personal appearances, if you would care to raise the 

the Commission upon which you would like to be heard? 

(No rosponco) 

basis. 

Beach? 

• 26 who have since also curtailed purchases of cranium wcide 

15 question. 

16 	Ya. PEIRCE: Does anybody have any matter before 

17 

18 Otherwise, we will return to the agenda and consider it 

19 	in order. (No response) 

20 	IvAR. HORTIG: Page 6, then. 	Idneral E:ctraction 

21 	Lease P.R.C. 1498.2 was issued in anticipation of the 

22 development and shipment o commercial grad9 uranium ore. 

23 	The lessee has labored dilir-ently to develop such a proce 

24 that would be economically feasible but has been unable t 

25 	meet the specifications of the Atcmic Ltriergy 
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7,5 

20 

21 

22 

23 

24 

25 

26 

from new- mills. There aro no royalties, due on the lease 

and advance rental for the year 1957 has been paid. 

la. PZIRCE: Recommendation is approved. 

M. KIRKWOOD:• Are all of those dates rizht in 

there? some of those are subsequent, but I guess thatt 

C. K.  

JAR. HORTIG: Well, the next one that comes up is 

l:4ay 31, 1958. We are not there yet, and the Comissiont 

prior approval of deferment was for the preceding year 

rather than the advance year. 

The Commission has heretofore approved a prospect-

ing permit covering certain areas in San Luis Obispo 

County, initiated for the development oJ chrome ore. It 

has been found that commercially valuable deposits of 

minerals have been developed under the prospecting permit. 

The prospecting permittoes have requested that a prefer-

ential mineral extraction lease be issued as p:ovided for 

in the permit. The royalty rates were also set forth in 

the prospecting permit at the time of issuance and are 

repeated here. 	It is recommended that the Commission 

authorize issuance of a preferential mineral extraction 

lease to Carl Pierce, Force Pierce and Frank fierce 

covering Lots 1 and 7, in accordance with those sections 

of the prospecting permit that are delineated in Prospect ni; 

Permit 1899.2, subject to the deposit of perfonlance bond 

in the amount of ,1,000.00. 
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1 	AR. KIRKWOOD: O. 	I zuesa. 

2 	GOVERNOR POW4IS: A-m-xahm. 

3 	0,• PEIRV° All right. The recommenda ion is 

4 approved. 

5 	MR. HORTIG: Ken, Page 9. 

MR. SV.ITH: Page 9 -- Sale of vacant school land. 

Application has been received for the purchase of 40 acre 

in San Diego County. The apprdbal is established at 

.500.00 or 	an acre. Under the competitive bidding,  

seven separate bids were received, ranging from a low of 

,:520 to a high of 'A001.20. TWO of those bids were faulty 

that by Esther Bradberry, since it was not submitted on the 

form prescribed by the Commission in the public notice, 

and also the bid of James G. .orris -- the envelope did no-, 

contain the notation "School Land Bid - Offer No. 1.8311  as 

specified in the public notice. 	The first applicant, Who 

had the right to (fleet the highest bid, indicated he *lid 

not wish to do so. 

It is recommended that the Commission find that 

the 40 acres in San Diego County are not suitable for 

cultivation without irrigation, reject the following bids 

for failure to comply with the regulations set forth 

and required: The bid of Esther Bradberry -- form of bid 

not submitted on the form prescribed by the Commission; 

bid of James Ronis -- sealed bid did not contain the 

notation on the outside thereof "School Land Did - Offer 

DIVISION OF ADMINISTRATIVE PROCEDURE, STATE OF CALIFORNIA 
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kw. 1830 aid by reason crf, the 2irst applicant having 

relinquished his right to meet the highest bonafido bid, 

authorize the sale to the highest bidder -- authorize the 

sale to the next h± host bidder, Sa,uuel Ll. Caplin, at 

,A,000, with all usual reservations. 

PEIXCII:. Recommendation is approved. 

1.JR. S[IITH: Paco 11 -- sale of vacant school lard. 

It is recommended that the Commission authorize the sale 

of school land for cash at the highest offer, in accordan e 

with the followin„: tabulations, such sales' to be authorizDd 

according to all standard reservations including mineral 

F'IRCE: Any question? (Ho response) The 

recommendation is approved.  

IR. SI.;ITH: Page 18. This is a sale of vacant 

Federal land, where the applicant to the State has cancel 

It is recommended that the Commission determine it is to 

the advantage of the State to select EO acres in San 3er-

nardino County; that the Co :mission authcriz_ the sale of 

said land and authorize sale thereof in accordance wath 

the rules and resulations zoverninF,  the sale of vacant 

school lands. 

770 D-Trpn.o. Any questions? 	(1.10 response)n 

aecomendation is approved. 

R. airy 	Face 19. Sc.L1  of vacant Federal land. 

It is recommended that the Conmlssion detemine it is to 

the advanta:;e of the State to sa_ct J'.0 acres in L VIr°,0 OS 
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statutory reservations including minerals, upon the 

conveyance of the land to the State. 

.i1R. PEIRCE: Any question„, 

GOURNOR POWMS: O. K. 

issued for the seismic ..... 

KIDE;OOD: 

2 

	

1 	

not suitable for cultivation without wetificia irriati 1, 

County; that the o,Aid Commissio Efwa the ..;„.Lia Lund is 

that the Comaission authorize the sale for cash to Wesley 3 

4 P. Beano at the appraised price of a0, subject to all 

6 5 

7 

8 

	

9 	1.1a. FE LCD;: The recommendation 

	

10 	 HORTIG; 'age O. An application has been 

received for permit to conduct seismic surveys in San 11 

Francisco Bay off Candlestick Point, which is the same 12 

area that the Legislature has authorized the Commission t 13 

411 	14 
	

sell to San Francisco, and such lands will be used for 

	

15 	utilization as a parkin 3' lot for the Giants' baseball 

	

16 	stadium. Inasiauch as these shots will be jetted in un- 

	

17 	occupied lands, in other words holes in the Bay, permit 

	

18 	will be authorized by Fish and Game, who will have an 

	

19 	inspector on the site, the only thing that will be hurt 

	

20 	by this operation. It is recommended that permit be 

21 

22 

23 Ka. 	nee° 	ation is approved. 

HMTIG: 	ge 37. Sorry 	back to 23 

	

24 	 .? 

	

25 	 -2b.:;0 23? 

26 • 	 •••••••••••••..) 
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1 
	

the JtatQ Land iiivision in cooperation aith and at the 

	

2 	requflst of the City of iAlato. Tlarbara and Division of 

	

3 	73oaches and Part; 

	

4 	grad his lot and pour his ozcoss 	mate7Aal on the 

	

5 	beach, to the allo3'ed detriment of Arroyo Burro Deach 

	

6 	Parl:; and in order to determine the equities and the 

	

7 	rights, it was necessary that we know the boundaries of 

	

8 	the State lands, and so our staff recorded the survey 

	

9 	of the hich water r.!ark and it was necessary that this map 

	

10 	be record ;c as future evidence of the boundary of the 

11 tidelands. 

	

12 	 KIRKWOOD: O.K. 

	

13 	 PEIRCT° Recommendation is approved. 

411 	14 	 Na. HORTIG: Now, we will try 37. There follows, 

15 from 37 through 50, tabulation of the actions taken by 

16 the 2.1L-ecutive Officer under delegation of authority and 

17 

	

18 	i 44 PIRCE: It has been moved and seconded that 

	

19 	these items be a-proved. So will be the order. 

201 	 HORTIG: Following, on page 51, a supplenentar 

calendar item -- Ken? 

	

22 	 SEITH: That involves a sale of sovereign land,  

23 pursuant to Chapter 1437 of the StatutJs of 1957. The 

24 Commission is authorized to sell a parcel of sovereicn lafd 

	

25 	in Arcata may consisting of 3.27 acres. The act provides 

26 that the owner or owners of the land abuttinz the describ 
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17 

18 
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parcel nall0  upou applicatioul  he the prom: erred pu.ochLs 

Lor a period of one year from the act. The OOMPASSiO4 m 

August 80  1957 authorized the E:zecutive Officer to proce 

with the sale at the appraised market value, subject to 

all statutory reservations, except that mineral rights 

shall be conveyed with the surface rifhts and subject to 

final approval by the Commission. 

In view of the fact that the act is silent on 

mineral rittts, the rose ation of all minerals by the 

State under any sale is considered mandatory pursuant GO 

applicable sections of the Public Resources Code, 

An application to purchase has boon received from 

Bracut Lumber Company. A review of the records indicates 

that A and F Lands Company, Inc. is an abutting landowner 

to the extent of 300 feet on the northerly portion of the 

parcel to be sold. This parcel is approximately half a 

mile in length. A waiver of the preferred ri,-;ht to pur-

chase by reason of being an abutting landowner has been 

obtained on flarch 17, 1958. 

The appraisal of the land is ,d75.00 an acre, and 

it is recommended that, in accordance with the provisions 

of Chapter 1437, Statutes of 1957, the Commission author! e 

the sale to the abutting, landowner at a cash price of 

v245.25, subject to including all statutory reservations 

includincr, minerals, of the land described; and it is 

further recommended 
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iv itw P,IRU: Recommendation is approvod4 

KDtKWOOD: Isn't that a different type of 

setup than we have had? 

WATIG: Yes sir, this is one that is unusual. 

Jo have had others like it scattered over the years. 

What occurred was -- two different surveyors surveyed tw 

supposedly adjoining parcels and actually left a space 

between the parcels, where there shouldn't have been a 

space. Fifteen years later, under a title report, people 

who thought they owned it and had paid taxes on it, found 

out they didn't own it. And through this legislation 

we have the aut'-ority to sell thy; equitable interest in i 

La. P3IRCL;: Does that conclude the agenda? 

ER. HO?TIG: It does except one point. Shall we 

proceed as usual with your secretaries to arrange for a 

me eting early in ;:jay? 

PErtC2: I think you should proceed in the 

usual way. T=ar. Hortig, I don't think we concluded our 

discussion this morning 	or did we .M on .he matter • 

your suggestion with respect to our future employment of 

our consultants. Do you want to discuss that now or is 

this something that should be taken up at a later time? 

HORTIG: I can discuss it now because I also h ve 

had the advantage of a conference during the luncheon 

recess with the consultants, so I know on what basis thin 
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CW! ho vecommoaded to olio jowiiLosion. Jo aro not com-

plete , certain whether tho existint; Y.'vice contf.'acto 

with the consultants are coin to require modification 

at this time in terms of funds allotted to those contract 

It is anticipated there way be a necessity for aumenting 

those contracts and I would propose at that time that 

that auzmentation also approve 	subject to the approval 

of the Commission and yours as the Director of Finance 

a revision in those contracts to a=ond to the end of 

this fiscal year, with the anticipation then that should 

it be desirable for the Commission to have a consultant 

review of bids, if a basis for evaluation of rejection 

ever arose, that we have the contract for services of 

these gentlemen -- and they have evinced a willinzness t 

continue with the contract on that basis. 

PEIRCEo Now, Dr. Kaveler and TAr. Wanenmacher, 

in behalf of myself -- and I aEl sure I speak for my two 

fellow members of the COLUAS8i011. 4.a t.• 	 want to cypress to 

you our deep appreciation of the services you have 

rendered to us under cir: ztances that could otaerw. ,e 

 

have been very, very difficult. Ie have peen wrestlinz 

with this problem for several years, as a matter of fact, 

and to have had the advice and counsel of two men nationa 

recognised, as you two are, and your respective firms, ha 

been a source of `rent comfort to us; aid I Um sure Irour - 

counxil will nave pro,red invaluable to us as time oes on 

DIVISION OF ADMINISTRATIVE PROCEDURE. STATE OF CALIFORNIA 
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and we proceed with our leasia operations. 1, porsona 

feel raot comfortable with retard to your _ooking over 

our shoulders durin3 those di' icult times, and Z am stare  

that, the results will  reatl,p  benefit the people of tho 

State of California; and yet am ouro that your counsel 

ft. 	.i.von equal importance to the in•.osts of the oil 

industry in havins those inducements that aronecessary 

for them to o out there and risk tr 	capital and find 

oil, if oil is to be -%und. 

want to 7.3ay special tribute to Er. hil.,wood for 

havins or 	the idea of employi.z3 speial consultan 

Tt h worked out wonderfully well a,c Z ai: glad he thou 

of it o iginally. 

We are grateful to you and, as 1,r. Hortig has 

indicated, with the passinz of time we can determine the 

extent to which we will need further advice from the two 

of you. Have you any comments, Ur. Kirkwood? 

I'd like to loin - • you in 

your 0:::pression of gratitude to the consultants. I cer- 

tainly fool they 	been e=remely 1 e nful and hnow 

have had,' a i,-Jrcat deal out of the discussions 1 have hart 

with t.-lem and feel it has been very' helpful to me. I do 

want ..,;o ask ono question of 1.r. Kavolor o 	thE)-record 

I thinl: tl)is is sollethin uo, are going  to need on evalua-

tioa. I thir2: it doors -1)oint to our prone:a. '211.is sort 

tWL J. on us, I ",..‘ sure, aL, the 4.3Lae 

DIVISION OF ADMINISTRATIVE PROCEDURE, STATIC OF CALIFORNIA 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

1'' 

18 

19 

20 

21 

22 

23 

24 

25 

26 

1:191303 7-67 36M SPO 



3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

91 
1 those bids iu tail I think we want as Nuch support Zor ot 

2 	action as we ca 	it. 

DR. KAVEL12: I miyht say, on behalf of 4r. 

Wanenmacher and myself, that we appreciate thewords af 

the Chairman of the Commission. 3eldoia do our clients 

tell us our work is beneficial, so we appreciate it. 

Of course, we found here an e::ctreme courtesy on the part 

of the Comaission and the staff,. so we found everythin 

to facilitate our work. 	appreciate the courtesies 

e:tended us 	,4_ tae 

R. PEIRCE: Is there any further business? 

1.11?. KIRKWOOD: Letts find out no4.  on this staffing 

thing. Is that ready for reviewl 

1..a, HOi.TIG: Not completely. We have Keplin3er 

and Wanenmacher's recommendations in hand in my office in 

Los Angeles. I have to review further what is to .come 

from Cr. Kavele- which he e2:pects to be here some time 

next weoL. We will .:lake additional copies and set them 

to you gentlemen for additional discussion and review wit 

you. 

• KIRKTIOOD: Tho other thin 7, is this Kraft thing. 

• HORTIG: In view of the chan;1 . in :7,eocraphy, 

I was unable to arrange to have hi- present here today,so 

with the high hope that you sentlenon will meet in Los 

An tiles in iflay 

• =WOOD: It -t be de erred until then? • 
DIVISION OF ADMINISTRATIVE PROCEDURE. STATE OF CALIFORNIA 
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1: 'et) 	 doozIn't cowlaieato thin31; to 

defer it? 

R. HORTIG: Not for him 	jmot that milei lon;or 

don't have an azisistant. 

14R. PaRC2 All richt. I cueos tbttt concludes 

the meetinr> 

IaYa I Tr"G 	vi J0 _1111,  ll 	2 2 4 V 11.1.  

************ 
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cL;ar-vic,A,2 OF 7taORTM 

12 LOUIS H. LILLICO, reporter for the Division 

of Administrative Procedure, hereby certify that the 

foreoinc ninetya i)ares contain a full, true and 

correct transcript of the shorthand notes taken by me 

at the rnoetin of the STATE Lops C01,=;01011 held in 

Sacramento, California, on April 14, 1.958. 

Dated at Sacramento California April 30, 195C, 
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