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| Supervisors has been filed and to remind you that the “Nww;

ford
p .

to inquire, Mr. Chairmen, if the resolution from the Board of

thevefors, be 1t resolved" portion of the resclubion is “whét_’

the Stabe Lands Commission of the State of Californis be and
the same is hereby requested tc Join the County of Urange in
protasting sald annexatlon in regard to\the arearﬁh@reﬁofcrei
cwned by the State and subject to the management of this
Commisgsion.® OQur interest, of course, is 1a a recent bide— 
lands grant’for develcpuent in thilis area,

GOV, ANDERSON: Thank you. The resolution is on

flle, Mr,. Hortiz, do you have any comments? Shall we ask

for some legal advice here?

MR, HORTIG: The suggestion is going to be thab the

practlcal me@hanicélmethed gould appear to me to be to com-|
bine the suggestions that have been made to the Commission
here, which I think meet the ftest of everyone axcept the ax-|
pressed desire OF Mr; Pinnlck td get this thing closed now
and study it later, but that the Commlssion take the matter
under ccnsi&eration for final action at the next meeting, if
any action is needed,on the assumption that the City of San
Clemente wlll proceed with the proposed abandonment of the
arnegation applicablon hefore the State Lands Commlssiong
the legal effect of which and the necessity for action by the
Lands Commission thereon to be evaluated by the Commlaslon's
counsel, the (Office of the Attorney Genersl, to be reported

to the Commission at the next meeting.
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1 | GOV. ANDERSON: Mr. Shavelson. | |
‘yzilzﬁ“-“ MR, Sﬁﬁ@ﬁb&ﬁk:i hs the ﬁ@mmiﬂaign,kndwa; this
‘ﬁf:ym@@@aalfuama immediately priow ﬁohthg meatiﬁg,énd'wﬁ didn'ts
'141 have zn opporbunity to go into the legal qués@iéns,at all,
~§  and X wuulﬁn?t'like Lo state any'cmnglusian in,thét reapect
g wlthout having a chance to make a priov study. We will, of
?y'aaur&a, be prepared prior to the next admmﬂssi@n‘meeding to
| advise the Commission as to our views, as to whether a protest
gt should be £iled.
10 Lta like to ask Mr, Moore whether in your studies
111 you feel th&ﬁ‘thare wonld he any prejudlice to our right Lo

121 file a protest i¥ that is postponed unill the next Commission
13] meefing,

14 - MK. MOORE: I think there would be for thls reason:
1B | Rothing prevents the Couneil in San Clemente from neeting now
16! and determining whether or not there is a majoribty protest ang

171 closing the hearing. In a very recent case, McMlllan versus

18| @ity of El Moute, provest filed after the hearing opened was

161 ineffectual even in that case where thé protest was elghty-
20| seven percent of the value.

2L I would suggest - -~ I have no doubt ag to the sin-
22| cerity of the Clty of San Clemenbe and its counsel, but I

231 think we would resolve the matter to the satigfactlon of boih

241 parties if this Commission suthorlizes Mr. Hertig te flle a

wrltten protest. If the Councll acts to terminate this, aftep

they terminate L1¥, then 1t is inerffectuwal, If 1L has been

CIY'SION OF ADMINISTRATIVE PROCKDURK, STATE 1N CALIFERNIA
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‘file& p&iprftm ﬁh& tarminahionﬁ the Jroteat is good and it

i
kg?prataatg"&é. |
1l "‘XNHRQ“JGHES; As long'ss we aré discursing recent K
4, &egiaﬂaﬁive @héﬁges, I,wmuléMpwint ont the 1aiﬁwa$,ra¢§nﬁly
5{ ;hﬁngad“ta‘pxaf;de)ﬁor pirotasts upvﬁo'ﬁhé hearﬂﬁga Sanlclam&%ﬁﬁ'
‘3 “gave 1t word ﬁé&ﬁdit willl hold up its hearing)untii ﬁhé Come ¢
7» mission advises us, That means if you wish to file your pro=-|
g test ngxﬁ month, y&ur)prcteat is as valld as btoday and the law

gt is as valid as Goday.
10! MR, CHAMPION: Might we do this -- might we not
11| authorize Mr. Hortlg to file protest at any time if the

12' Attorney General decldes we need to do sc.

151 MR, HORTIG: Ny, Champion, we already have such
14 aubhorization. |
15 MB, JONES: The only thing we have to say 1s this:
1gt If we are geiné to e barred - ~ we felt ...,
| 17 | MR. CHAMPION: This would not bar you, unless he
;{;air ;8| Tiles the protest. | |
;ﬁigi 16 | ME, JONES: It would bar if he files the protest, |
g(i%{ 30  in which case we want to make our position clear.
el 21 MR. CHAMPION: I think you misunderstand, My, Jones|
:@3i§ g2l It may never ve necessazry to do thls, but because of the legal

231 complicaticons here we are merely contlnulng to vest in Mr.

24 | Hortig the right to protest. Unless there were legal cone
a5 pllications, 1t would never Lo filed.
e MR, JONES: I see, ‘Thonk you.
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M. HORTIG: I wWould feel, Mragéhairman, that the
Lomn EamanAwmuld be in a,much a*eamﬁv puai&iam Lo b@nninue
the ﬂﬁﬂtus qmﬁ as of this mmrn*ng witll we have had the -

advanbage af the ayinioﬂ of thﬁ Pommission®s counsel.

MR, CRANSTON: Mr. cﬁairman, I move that the staau,

quo eoubinue, tha&kﬁhe Exaaﬁﬁive officer have tﬁp continuing |

power to protest, but that there be a aleaﬁ'undérsﬁandiﬁg
that no protest be filed umless legal questions arige that
make 1t necsssary . | |

MR. CHAMPION: I would second that motion,

GOV. ANDERSON: Moved and seconded ...

VR, HORTIG: And the matter will be calendared for

final disposition or final repoyt, as appropriate, at the
next meeting of the,Lanas ﬁ@mﬁiSﬁian' |

GOV. ANDERSON: With that addition to fthe motlon,..

MR. PIN&IGK:' Excuse me, Governor Anderson, but
that leaves in limbo the proposition of the CGLty of San
Clemente as to whether or not they should now, this day,
abandon the annexation proceedings. I would like to have
them say that today they were abandoning them and then that
would allow Mr. Crauston's modlon for legal counsel to deter-
mine whether it ls necessary o flle a prostest, get this thir
terminated sne way or anchher.,

MR, CHAMPION: As & basis for Mr, Cranstonfs motlox
I think the understanding was that the telephone cail would

now be made and we would hsve that informatlon before us,

& W
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MR. CRANSTON: T hat's correct,

GOV, ANDERSON: Can you do that?

MR. JONES: Yes. -
| GOV, ANDERSON: Any further comments? (No responsk)
If not, 1t is carried unanimously. o %
| MR. OBLA®T: My name %s Julius Oblatt., I am a
resident of Dana Point and I am not an atbtorney. However, if
I may express the sentiment of the Dana Point Harbor Committeb,
of which I am é member, and also the sentiment of the Dana
Point Harbor Assocclation which has created this Harbor Com-
mittee; and also I believe the sentiment of the great majority
of Dana Point residents ~~ we have beén harassed for a 1ong'
time by the different maneuvers of tre CLLy of San Clemente.
I reﬁeat again, L am‘not an attorney and I cannot and would
ﬁot wlish to enbter into legal implications at this point.
| However, Jjust as an ordinary citizen I feel that
v_~again and again San Clemente thrbugh its attorneys has tried‘”
to postpone, delay, a declision ~- in splte of their admitted |
knowledge of the opposltion, almest solld, of the citlzens

of the areas involved. It 1s also a fact that in the unin-

corporated area we have nelther the means {inancially or

legally to stay in babttle very long with the legal staff so

,J*~33 eagerly represented by Mr, Jones of the Clty of San Cl&menteﬁ

¥ oz ¥e also feel, however, that our plain human rights
é%“i77xm'25~ ‘are not baing consldered and I therefore would like to urge

25 the Commission to termlnate these proceedings and not permit

o DIVISIGH OF ADMINISTRATIVE FROCEDUKE, SYATE OF CALIFORNIA
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— gone for 80 long.

the ¢ity of San Clemente to conbinue %o harass us as 1t has

\\ I also belleve thabt one year at least would be
r&qnirﬁ& to produce any nhange in sentiment of the arses and
I\i@iiﬁve that those pressent who represent other areas like

\

Gapi&?ran& Beachfwill concurr in this,
| k I do feel nothing is gained except the avowed aims |
off the CGity of San Clemente to continue to harass the unin-
eorporated areas. Thatts all T have to say.

GOV, ANDERSON: Thank you very much. Any further
comments® A

.MR, HALLETT: QGentlemen, I am C. W. Halilett, Presi-
dent of the Gapiéﬁrano Beach Assocclation. |

GOV. ANDERSON: What was the name again?

ME. HALLETT: C. W. Hallett. I concur and our
pegple concur in whab Mr. Oblatt had to say. We would like
to have this, if possible, settled Loday -= because we have
been nmore or less in a turmell for the last few months. I
know that our people in Capistranoc Beach definitely oppose
this Ammexation No. 4 ~~ Number 2, rather. There is also an
Annexation Number 4, where San Clemente would like to take
over Dana Point and Capistrano Beach, whiech undountedly they
would like to have bef'ore they try this Annexation Humber 2 '
agaln., So we would like - - our people in Caplstrano Beach,
we object to this very strenuously. |

GOV, ANDERSON: Thank you.

DIVIBION OF ADMINISTRATIVE PROCEDURE, STATE OF CALIFGRNIA
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MR, HORFIG: M. mﬁﬁmm; I mm ane’ polns :sf"

&Rariffﬁ *i@n ahau&a ﬁﬁ mmﬁa* Annexstion Numbaw y Jua# e

w o

ﬁ&rﬂ@d %y @m@y mva vaﬂ upxaﬁﬁ& and &ﬁ ia aw% gwap@awﬁ @n

<4

iﬁ&iﬂdﬁ any iﬁﬂﬁﬁ umdar &ﬁe iﬁrﬁﬁﬂmaﬂiﬂﬁ 3 @hﬁ Stabe m&ﬁd&
Gomaisnion. | |

ﬁ'Ww ﬁmmm@ :é | Thank you. s w,f Tupt m«:« mww%s?
(Hw\w %ﬁ&ﬁﬁ&} ¥ou have hﬁarﬁ the mwﬁi&n& T has ﬁaan‘mpvadi
&Hd aaamndéég a&rv&am uﬂaniwsual " |

:~I@ﬁm‘e$ass ificasion Number 7 —- Oil aﬁd gas 1&&»&3

O W@ N W e

10| @and lease offers, (a} iﬁ,autharizatiﬂm for the Bxszeubive
111 Gfficer Yo proceed with y&blﬁaaﬁi&n of notlee that thé Com-
misaion intends to aaﬁﬁi&ar offering leasss for exﬁr&atuan or
i3 oll and gas from the srea of Lide and ﬁuhmergeﬁ lands ﬁj%,
144" included In %miﬁﬁimg‘ﬁtaﬁe oil am&‘gaﬁ 1@&&&@3 Lying béﬁwaﬁn
the northerly City limits of the Cliy of Newport Beach and |
the easberly boundary of ﬁhﬁyﬁi@y of Long Beach, Orange ﬂﬂuéjgs

o 1¢f and exbending seawerd thres nautlcal miles, conbtaining &Ppﬁ&}i%g
. i ' *
14 mately 21,500 acres. My, Hortig, any comments on thai?

MR. HOBTIG: Mp. Ghairman, the matber of a prior

ig
20. pending ﬁaﬁ?ﬂh& as o title as to unleased arveas of tide and |
ﬁ}y sibmerged lands In Orange County has been claprified by the dig-
25! miszal of an action brought previously by the County of Crange
a3] contending that the State of Califernia did not have title
& 3%‘ to guch lands. Secbion A873.2 of the Public Resources Code
'f*il o5| provides in part that "Before offering any tide or submerged

28 land area for an oll and gas lease, the Commlssion ghall

I PIVIBION OF ADMINIZTRATIVE FROSEOURR, STATK OF CALIFORNIA
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| publish notice theraof and any affected axﬁy o céunty may

- Queas in writing to the Commlssion that a hearing b@ hala in

 eonmection therewlth. "

| cedent by the State Lands gommisaiun priar*ta offering any

‘and submerged lands and if such hearing is desired to set up

within thiwty ﬁaya af{&r the publicatinn of such natiaa 78~

This 3tatutory raquinsmant being a candibian pra

2tate Lide and submerged lands for lease, it is reccmmended

at this time that the staff be authorized to proceed with the|.

required nobice to inquire whether such leases are desired in

Orange Counby with respect to any heretofore unleassed tide

such hearing., hold such haaﬁing, and repory té the Commission}
in order that the Conmission may include those specifications
in fubure lemse offers (which, again, the statutes require
shall be included and offered at public hearing ) so that theb
may be no detrimental effectbs to the shoreline and recrea-
tional values. |

MR. CRANSTON: I move approvai.

MR. CHAMPICN: Second.

GOV. ANDERSON: Moved and scconded that item (a, be
approved, carrled unan¢mously¢

Ttem (b) -- Proposed oll and gas lease, Ventura
Gounty, Parcel EA:

MR. HORTIG: Mpr. Chairman, the "AY after "&" rvefers
%o the fact that the parcel of land was previously offered
by the State Lands Commisslon as Parcel 5 under the option

DIVISION OF ADMIMISTRATIVE FROCEDURK, ST )TE OF CALIFORNIA
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* bonus plus specified royslty. ‘basis.
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| Does this set any ‘kind of policy ok pwaeedent that some of the

oil eompana..eq or the potentiaA lessees mighﬁ loak far&ﬁfd tg

/witnaut having to pu® up a cash bonus?

tion to davelopment costs which must bhe undertaken under a

afxemad ta ﬁhﬁ L&nﬂ& cammiaaion of inviting leaaa& Of1 8 aaah

call, no bidﬁ were raaaiveﬁ‘ it 18, tharafnra, f@l@ mt ﬁhi&

tina ih ig appropriate and aaairable bhat the ﬁ@mmiaakam 3%&&%%

ate %hﬁ effecﬁiv&nesa,af on& of the other altarmaﬁiv& %etnodﬁ'

of ofe arimgp%m invite bids on the same parcel ef’land but on

a rgyalty baais mniy invalving ne cash bonus payment as a
consideratidn for awaxﬁing ‘the lease.

The"efare, it is rfcommendad that such lease invitad

tion be authorizedﬁ
| MR. CRANSTON:
'MR. CHAMPION:
GOV. ANDERSON:

30 move.
Second.

Tt has been moved and seconded.

and not make bids, with the thought later on of getting these!|

MR, HORTIG: My, Chbairman, I believe the angwer to |

that is that the determination whether a cash bonus 1s offereq

for a particular parcel in fact will depend upon the evalua-
fion of all prospective bldders as to the possible return fron

the parcel and whether a cash bonus can be justified in addi-

State lease; and the ccmpetitlan in the industry being such,
I fear that no organgzaticn would feel safe in walting for a

lease offer to produce ne cash benuses in the hopes of having

DIVISION QF ADMINISTRATIVE PROCRDURE, ATATE QF CALIFONIGA
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*ffzhﬂ»upFQfﬂuwiﬁy 0 bid en a4 royalty basis only becsuse Lhe
potentialities are too high that someone in the Lindustry Ls

‘baeck to Mr. Andereon's guestion. 7he Comrission does have

- royalty bld?

golng to desire that parcel &nd“mﬁy be the only bidder, but-‘

1f he offers a guslified and aauifapla cash bonug bid far thaﬁj;

pawcel it s going to sink the hopes of &mycna who 1g wamt g
- for an opportunliy to bild royaliywlse only.
ME, CHAMRION: There is nc intsnt to establish

- able way to develop it if they dld not receive a cash bonug bi

MR. HORTIG: That is correct and alsce I will cone

leases 1n existence awarded on bofh cash bonus basls and
royalty bid basis, so offering & lease on a royalty bild basis
does not establish a precadent.

MR. CHAMPION: Fur@her, the faet that we offer

l2ase on a royalty basis, if we do not get one that sabisfies |

ug we can reject 1it.
M. HORPIG: You are under the law compelled to
relect.,

MR, CHAMPION: How long since we have had one on a

NR. HORTIG: 1955,

MR, CHAMPION: It's sbout time we had a look at it.

GOV. ANDERSON: Any further comment? (No reaponse)
Moved and sacanded, carrled unanimously. | '

Item (c¢) Proposed oll and gas Jease, Santa Barbara

| pelicy. As I uhdarstand,'ﬁhe stalf felt this would be 3 desix“'

3o

DIVISION QF ADMINISTRATIVK PROCKDURE, STATR QF CALIPORHIA
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L Couny ee Bavgeld 5, - Mg, Hortig.

- permission I w&il re&ﬁ ‘the agau&a iﬁam &arause ?h@ aali&ht |

",f&a&arﬁ aﬁa ﬁﬁa oub here,

@ G B W

”tiﬁe ard sunmergﬁﬁ land designated as Parcel 6 in Santa

- Bavhara Gounky. Qn bacember Abg December 11, 1961 & notice

Y
k)

(HR. HORTIG: M. Chalvman, for breyity, with yous
14

on hﬁvamhev‘?a, 1951 the G@mmiasian authorized the

Exanu%iva @rficer o offer for oil and gas leasa a paredld of |

of intention was publiﬁhad, speeifyimg the time and date for
the receipt of bids as February 7. 1962

Cn ﬂecambur 2&, 16613 ?he Commission authorlized in- |

definik ﬁefermant of the date fﬁﬂ'thﬁ recelipt of blds for %hei

Suhgeat pargelg This postponement was recommended pending
reablgﬁian,of mﬁmhlema in comneptlon with the certification

and cmnstruction'cf a gas pipe line of adeguate capaciiLy to

transport gos produced in the area. Pursuant To thils actlon,

a1l prospective bidders who had rsquested copies of the bid-
lease form were notlfied in writing of the postponement of
he date for the reaeipt of bids.

Certification for sonstructien of the gas pipe line
has not yet been granted by the Public Utilities Commlssiou,
and this matbter may nct be resolved for some time,. Neverthe-
Iess, 1t is the opinion of a segment of the Indusiry that
thesze coenditions will not influence 1ease~poten$;al valuatiorn
Ly prospective bldders, snd therefore it would be desirable

to proceed with the Commisslon's sequéential bldding program.

BIVIBION GF ADMINISTRATIVE PROCEDURZ, STATE OF CALIZFORNIA
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‘the Commlsslon authorize the Exscubive Officer Lo publish a

@ b e

| part; there sre ofhers who have no specific program but where

Phie

Cn this concept, then, 1% 1s belag recommende(| that |

notlce of intentilon to receive blde; that is, to set a new

'bid closing date for this particular p&rceﬁ*andxit ig now D)

recommended that that be thirty days {rom today -~ with the

Commission of course, as 1s reguired by law, reserving the

right o reject akl bids which in the opinion of the Commissioh

are not 1n %The best interests of the State,

‘Gﬂvw‘ﬁxn@#“tﬁz If they can't ﬁell‘their gas, how
can this be a good time to put it out for lease? Apparently
gome of them feel they can. d

ME. HORTIG: Right.

GOV, ANDERSON: Are there some who can and some who

cannoc?

MR. HCRTIG: There are some who are selling 1t iz

ve can envision a supply pipeline, possibly not under the@iréc
tion of the Public Utilitles Commiasion, even as one of the |
Statefs lessegs 1s doing now, which is no milisary secrek. | 1
Richfield 01l Company is selling gas on 3tate-prnduced 1ea3351 
as well as other holdings to the Southern Edison Compuny. |
Scuthern Edlson Steam Company and Vertursa Company ls one
notable recipient of sucnr gas.

The press has reported the San Joaquin Valley pro-

ducers, who at the present moment have a similar problem of

market and pipeline facllities, having evaluated and determinid

TIVISION OF ADMINISTRATIVE BROCELVRE, STATE OF CALIFORNIA
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‘thnﬁ they san noa pmaaibly juntiry the aamital 1nw¢§$rent ol

14
g; 7hu&1dim@ thelr amn ﬁlﬂﬁliﬂ&zﬁiﬂﬁ@ﬁ from Lixe San Joaguin H&&i&?]
5] Yo uﬁnaumamﬂ.f S0 @thar maxk@@w and m&anm af ﬁramayar* ¢in %@
%f dsvelap&d if tn th& ninda wr thﬁ 1@&3&&3 this cauid ba emﬁammgs
51 c&llgwsuaﬁiriad, and %ha;r aaonomia 8tudia@ are the anly ones |
8 ﬁhat are gaimg to show mhathar this can be done or nanmﬂt,
bogl On ‘the other hand, th@ eonrol rewalns with the
gl Ccommission if, in fact, the theory as expoundsd here that the|
‘g lack of pr&sant pipeline f&nilit Les 1s not a deterrent and ‘

10| would not be & discount factor im bidding —- on which the best
11} evidence would be gﬁg#her or aot the %ammissionjraceiveéfaﬁan 
‘125 rqﬁata blids for a p&ﬁael*cfﬁar&d at this tima. If the aanye“ﬁg
13! 1s the case and aﬁequate bids are not recekvﬁd, then ths re |

4 ng vgrée of The theurw%wﬁil have been proven and the Ccmmissi@a,t

15} has the authority aﬁd\abligation to rejeect such inadequate H

;;?; 18] bids, w .
%%%f 17 " OV. ANDERSON: If the action of the Public Utili@@h
:?rﬁ ' 18: Commission is a deberrent and the bids come in, but are not
;527 151 as high as they would be 1ii This deterrent was nok there, and
X,* 20? then we were ¢ let the bid to the lessee, alter which the

21 ;Puhliﬁ Utiilbies Commission would allow the pipeline fo cone {

i
pedo,

22| in, making 1t much more valuable, wouldn®t we find curselves

231 tied to a contract which would be less valuable to the State?
i

= 24 | MR. HORTIG: I think the short form answer, Mr.
25: Chairman, 15: The stall would recommend you not be tled o L
> 26| ocuch a lesg valuable contract,

DIVISTON Q¥ ADMIMISTRATIVE FROCEDIRE, BTATE QF CALIFORNIA
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GOV, ANDERSON: In ofher words, you w&p@d have o
condifion in theze? »

MR . Hﬂﬁmié:' Onky the bid recelved in The firét
lnstance wowid be recommended. |

G@?; ANDERSON: Then shorily after the bid was glven

then the P.U.C. would allow the pipeline franchise tu be :

taken in there -- then wouldn'% the value of the gas rights
be sonsiderably more valuable snd you couldnit change 13?2
MR. CHAMPION: ¥Mr. Chairmzn, I fthink the Commission

sught $o teke the attlitude “hey wouldn't accept these bids if |

there were any diminubion at all\because of the lack of plpe -
iine, That would be our position, I don't think we should |
acceph a lease subject to such a later cﬁnﬁiticng

Wi, HORPIG: This would be the basis of bhe sbaflfl

recommendation. Only under the Theory that the lack of pipe-|

iine is not a deberrent would the shafl recommend.
¥R, CRANSTON: I move approval.,
’MR‘-CHAM?IGN: Second.,
MR. SCOTT: My, Chairman, 1I'd like fo be heard. ¥y

name is L. B, Scotb. I am assistant to the presldent of

Pauley Pebroleum. I'd like to address my remarks to the Com-i

mission along these linea:

¥e are one of the owners of Parcel E. We are now
shut down because we do not have a gas market., We are losing
sompwhere between eizht and nine hundred thousand dolliars a

monbh in come, of which the State would get & goodly portion,

TIVISION CF AUMINISTRATIVE FROSEOUIRE, $TAVE OF CALIVORNIA
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Provably & third bo hald of bhuab ilacome,
Thie parsel you are now votlng on adjoins ?%raal h._

I want ¢o tell you 48 z bldder that 1L you &@nt% ha&a mhe

Public Utiiitles Gmmmi&ai&n’a peralssion to bulld thia 1ine,

you are going to reduce competibion; you are goling %o eliminm

'+ abte a large segment of your bldders; you are going ho give

those people that plan to sit on bthese resources fop some

other weason than thel of prpducing and generating income = =i

Fou are going %o give them g favored posiition in bidding,

If you warnt to sit here spd waif until bthey bulld a ilne %o
Mandalay Beach or sonexnere, ysujare going to glve the lease
to one group of people. He canti bulld this pipeline. We
looked into 1t on Parcel E. We could nob Justify it on any
money we could get oaclk.

I woeuld iike for the pﬁople of the industry if they|
would come forwapd, in the se&mpnﬁ of the industry that say
it does not influence the bid. I would like Lo know who it ik
that will siznd up and tell you they ave not inverested in
gebting thelir money back in a reasonable time. I have been 1
the offshore busingss Lilikeen years and this is the {ilpst tim
I have bheard the argusent. I'd like to have them come forwary

MR. CHAMPION: Mr., Scuth, isn't the best test the
bid ikself?

ﬁha SCOTP: YWe are not going to lay our hands oub
1l our figures don't make us feel we can produce the product.|

OQur group has ten, twalce, fifteen million dellars iunvested.

DMVIRION OF ADMIKISYRATIVE FROCROUR, ATATE OF CALIFORNIA
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You take she prime rate of lnbtewest. Yon are losing about

$600,000 business in prime intevsst &iwmé* Do you think we |
éfg going Lo bid anéthatpawdei? It 3% ludiewous o go helovs
mm&gﬁmﬂm of & ':;samymay and say ’*“i' want to Hi4%10,000,000 &
but I donts inow when you sre gaing tg‘gat yaué movigy back,

I know 4t 1s heve.” | |

| MR. CHAMPION: I wunderstand thab, bub isn't the
best test the actual amount of blds?

HE., SCOTT: No, because we are nob going to bid

W Wm N\ B ® e N0

bgcause it 1s 2 very deterring factor.

fos
O

11 MR, CHAMPION: The best test is the bhlds.
12 ¥R. SCOTT: Who is going o lay their hands on the
131 table? When you pub a lease oub, the high bidder is going

14} ©o win.

15 | | MR. CRANSTON: Oh, N0 .o.. |
16 MR, SCOTT: My, Cranston, you ave a lessor hers

17 and @8 3 lessor, a landlord, you are telling your lessee "You
18] bhave a right to driil and produce” and you impose upon the I&éa
16{ se2 the obligation to produce that oil. How can ymu'prddmce?'
207 We are on Parcel E now, drilling ten to twelve thousand dml«‘
211 lars because under the lease, under the contractual provision]
221 of the leaze which we have, we have to keep going »~- yeb we

251 cantt produce what we nave already discovered.

24 811 T am azking is that you take this inte con-

sidepation before you put up any other parcel. For saybody

to say they don't want any money baek -~ ~ These leases went

DIVISION OF ADKIHIATRATIVE PROSEOURK, STATE QF CALIFORUIA
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Cout for fifty-flve million dollars, Bveryone hed a three-you

berm 1k ﬁhiah e stert dellling on these paresls. I ask you
this -« to look ab Lhe fasts, How many people walbed Lo the :
thixd year o sterd dredlling. Ef‘ﬁn&y wanted time, tnat?s é
vhat they would have done. Wost of these were drllled within:
nineby duys aiter %h%;leaae was lsgned, even though they had ﬁ

three years. The reason i you have to get & relturn on your

in?aﬁtmﬁnt cr you are golnz to go bankvupd; end this 1s what g

i

I wish Lo submit to this Commisaions I wish to put you on
notice that we as a bldder canmot Justify bidding vhen we
dontt even know we have a market af'ter we get the production. |
I made these same pemarks to the Public Tllibies Commission
alsc,

GOV. ANDERSON: Thank you, Wr. Scobt.

¥R, CONWAY: Honorable Chailrman and membeirs of the
Commission, my name is John Conwsy, Standard OL1 Company of
California, ¥Western Operations Land Department, Mr., Scobtis
pregenbation inmpressed me —w- his logie does not. Harely, 1 |
ever, has the presence or abssnce of market deferred op in-
hibited expleratory astivities in California. It dldn’s have]
any effest upen the lemse bids in 1558 offshore or the bldg |
last year. If the operators are permibed to explore and te
prove bthe rescurces, it is fair to asgsume that the SPate of
Californla lsnit going Lo let its production luy fallow and
will find some way Ho glve the operatiors full and adequate

guticis.
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| bidding at best is a slow process,"
| The Fublic Utlilities Gommissionj as L understands says "ie

Are we to say "We won't pub up any more parcels unless you

| position on this? To my kﬁowledgevthara has been none,

| may take, we must proceed in scme way with this program of

You remamber wiy back in 1960 we were ail here and Me

hortig put up four parcels ln this . area, We had g program -

| \)is)\.\

nine parcels were nominated and Mp. Hortig put bthem up to bid

on a stralght cash basis, bonus basis, and not on a aanﬁiﬁgﬁnﬁ'\

or condlfional basis, and there was a protest; and in deference

to the protestee the State Lands Commission ssid "All rishb, we

wlll try segqueuntial biddinéﬁ; and at that time Jmﬁn Carr ¥Was
here and John Carr said "All »ight, we will go on with the
sequential bidding providing there will be no break in the
orderly handling of sequential bldding bscause seguential

We seem to be caught in some kind of vicious cirele.|

won't give you an outlebt because you don't have resources.”

certify the pipeline. We won't try to prove any areas wntil
you certify the pipeline™? The P. U. C. says "You don't have
resources’; we come hackwéﬁd say ithe sane thinésjand ne g£o
round and round.

MR, CHAMPION: Excuse me. Has the P.U.C. taken any

MR . COﬁQEY: Regardless of what positimn the P U.C. |

sequential bidding. We started $fhe sequentlal bldding, and

then what happened? Some obstacles came up beyond your control

&
and as & conseguence they slowed up; and I think 1€ i3 time we

BIVISION OF ADMINISTRATIVE PROGSKUURK, STATE OF SALIFORNIA
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«waaum@d.nﬁ We can &ﬁ# salong with“bid&img cn all amsga parﬁﬂlg .
ﬁaanM$mw r@aww;;md@d ardd nominaked and in tha prw@mmm, ¥e

' ey ﬁm& @&rt B%fnwﬁ the hnr&aw wa' batber get nha horae %ﬁm
fé‘fdﬁ@<tha aawﬁ v put;up 31 lauﬂa gat/%hﬁ ﬁaaauraea, and 9
zﬁ‘aath&mg‘xizl Btop tha Qpamatarm fram g&tting their ragnt mutﬁ
ot 1%,

N ; .‘}E\l

3
i s

GOV, ANDERSON: Any furbher comments? Mr., Hortig?

m‘mgqvaggaﬁfa g'w@

I~ < ®R. HOKTIG: Ko, sizm; the stdff recommendation sti]l’
 bstamd3q B f u | |
.;3§lf a@v; AﬁEEP“Oﬁ: Naw, 3gur fegiing iz, then, that »

%

ET@%j {if we, put this mp wa aam ummtinguish betwaeen a,reasonabla
L“12 j;hid, 80 th&ﬁ if we don't think it is enough because of th@
b*;%m.i%aataixwat we can r2ject 157 d(“ . %; ﬂ : |
_ I%fay:f  f@i ER. ﬁnaﬁiﬁ" That is corrach, uﬁthin the 1imits afA‘
“*{« 5'iwpr@ﬁ$$ian o aewnﬁmia evaluatibn on an undeveloped p&rcei ‘  Q
ﬁfiﬁj::and I mﬁ$ coninue to ymint“out nkat 1s well known ow ﬁh&t ) ;
- 1#,’ thﬂ cash.boﬂus 'is not the en;y el&ment in these lease“. The?%
J i?33}:i3 an a@mqpaba and we reel equitaﬁle raya&ty snare which is

“qugﬁg pald t@ the State as ann when protuction is developed. Aa al

20§ gatﬁanhqf fact, some of our lessees and bidders insist it is|
i;ézi,wJ“ rather high~ﬁhare to<gi$a to the Stade in view of the eost'J'g
f°v22( per bavral of mroductian on leasss of this type. o
o | Not. only ls th&r& the cash bonus offered to- be |
24 | mvaluatad: bt the fact if a cash bonus 1s actually received

= 25 and-a lgssew 1s willing to undertaka this aperatlon and d@vaﬁap

th@ oll and then progeed with the deyelopment of the market
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because 1t includes a different area and diffzrent locabion.

and eale, the Statel!s royalty share of this development is
adeguate, equitable, and cerdainly of interest to the State in
terms of developling State lands.

GOV, ANDERSON: Any furﬁher commenta?

MR. SCOTT: I'd llke to point owt, Mr, Chalrman,
thls parcel has been up before., Mr. Conway of Standard says
they werent't worrled about the rate of return., I do nobt kncwf
that Standard or anyone else filed a bid on it, W¥We didn*t |
either,

MR, HORTIG: Mr, Chairman, the problem before the
house there is that this identical parcel has nol previously
been offered for lease., The parecel under discussion here is

numbered Number ©, rather than Number 1 as originally offered;

Parcel © includes all of Parcel 1 previocusly offered, for |
¥hich no bids were recelved, but azlso does inglude additiuﬁaly
area which it is hoped by the State will make the thing of
greater interest and will elieit bids, and certainly more
bids than the last time.

GOV. ANDERSON: It has been moved and seconded,
carrled unanimousiy,

Can'I break in on the agenda wlith somethlug along
this line? I was golng to ask Mr. Hortig to report on the
P.U.C. sitﬁation concerning Gaviota and Goleta fields. Is
thigs the time to do this or la%er?

MR. HORTIS: I would be very happy to report, Mr.

DIVIBION, OF ADMINISTRATIVE PRCCEDURE, STAI'S OF CALIFORNIA
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Chalrman, on the status of the sliuation with respect tﬁ-PubmﬁQ«

@ Ublllitles Commisslon aansid&ration of the problems relat4n$ ta

the S5t ath L&nds Commisslon and 1ta lessees,

| V&ry wriefly, and to sebt everything in proper per-
spective, as you have heard plpeline transport facllities be»fA

&

B

a; tween Gaviotz and Goleta are required for State tldeland leasd
w1 gas production in the western Santa Barbara County area. The
| Public Utilities Gaﬁmission hearihgs on approval of eanstfuc%
g| tion of the required pipeline faecilities were completed and

10| the applicatlion was taken under submission by the Public Uil

11| tles Commission in, I believe, November 1961 -~ and this could
1z | have been early November 1961.

1% | The theory ls that lack of authorization for and

12 lagk‘éf congtruction of these plpeline facllitles, as you have
15 héan& this morning -~ and this doesn't go only 4o the one

131 lessee who veported, but to all -- the lack is lmpeding lease

17| development as required by the existing lease contracts which

13' were awarded after a fifEy-five mlllion lease bonus payment tq
1§f the State, and this lack 18 also causing much loss of income |
20  to the lessees and to the Stabe.

o1 Now, the exlistence of these problems for both the

ool Commission and its lessees was reported to toe Senate Interim

oz | Commibttee on Transportation and Public Utllitles In investlga-+
24! tions at San Francisco; at a Public Ubilities Commlttee hearing
o | in December 1961 In 3an Franclsco, where, parenthebilcally, Mry

2g | Scott stated this morning he had reportcd the lesseea! positimn;'g

DIVISIGN OF ADMINISTRATIVE PROCEDURE, STATE OF CALIFORNLA
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and also the same elements and problems have been reviewed
wlth staff meémbers of the §ﬁblic Utilities Commlssicn, e

The matter is under advisamént with the’Fublia Uhiliayf
ties Commission and the decision is up to the Public Uﬁilitias:fw
Commission; and the Public Ubilities Cemmission has not yet S

announced a declsion, nor are we in possessilon of any infarma

ttoa, commitment, or even estlmate ag to when such a declsic
, ; §
‘will be fortheoming. R , | [

4@9-103@:»@‘&3&1-

GOV, ANDERSON: How much are we losing? Now, we havé

0

10 | heard Mr. Scott make the statement this morning that ﬁﬁa StﬁteT 
11| was lcs;mg i1ts shars anywhere from a third’ta,a quarter in thej
12 | amount éf money in thelr lease each month -- whlch, according
- 131 to my quick figuving,would bz around a quariter miZ 1z ng Hﬁw?}i"
) 14| much are we losing by this inaction by the Public Uellities -~
15 0ammissicn2' This is the Stat@*s share.
16 | ‘ MR. HORTIG: We are losing 1t in tme gense, of cm&w3@;,
17| that 1t 15 not comlng to the State currently, and all things
18 ﬁbeing eqpél 1t will pa\prqducéﬂ in the fubure; so 1t is dafﬁ@ﬁ@&,
19 ﬁo the State. On theﬁothew hand, the State 18 loging the R
20 | advantage of whatever the Pooled Money Tnvestment Fund and
v . - 21} other funds in wnieh this income might go might generate ln
221 terms of interasb. Tais 8 the direch lozs, wheress ithe 3§hﬂ§
23] is a deferment of income. T do not have a o bobal estlmate |
24‘ at hand, but an id@a of the magnituic of the grobiem, L thinm;

Af>z 25| wlll be clear to the Commisaion in that existing plpeline

. :

/ 26| facilities which ars btransportlng all the gas that s being

GIVISION OF ADM{AISTRATIVE PROCKDURKE, STATE O CALIFORNLS
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ANavembar, to be able to trang aru anly one~third af ths g&a

T T T T N

“&

N it

produced Lrom the leases we had under discussion this morning |

are currently estimated, or were asﬁimatad last October or

oped up bo that tima. As & r@ault of laaaa sontract raqair&u
ments fop a&ditmﬁnal drxllingg &ﬁdi ional wells have been
dximlad «= 80, acbually, more wells have been drilled, which

have govcribubed to the then estimated twnmthirda ¢l bthe

production capacity whﬁch could no¥ be tranmsported out of ﬁhe?
- fleld,

In furn, the gas income to the State is the smaller|

deferral and loss in that when the gas eannot be transported

and produced, the oll cannot be produced; and it is the oil

lﬁhat coula actually be pradugea from the wells alraady ﬁavaln 2

in which the 3tafe actually shares to a grewber extent in the

value., 5o oll and gas are baeing held in the ground. Some of

1% 13 being stacksd ~w fhim is hlawn throu&h air In acmjunckiaﬁ

with p» aduéﬁinn tegts. There iz = limataﬁion umder the col-
servetion stalubtes adminiztered by the State Division afzﬂil
and Gas that tuld not garmiﬁ; far‘&xample,fbf thesa‘lﬂaﬁga
to be put op full productlion even though the oll could bhe
baken out by bankers, barraels, or even oll pipeline facilitie
The gas stlll must be

Cor conserving the gas under the present stage of development

of the wells snd tha leases, apd the exlatence of leases we
have in Sanbta Barbara County.

If 1t were all cne large textbook type fleld, for

amﬁg&yvaé‘&nﬁ there 1s no economlc metiy

e, .
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axample, or 81l one Joink operation af ona lesgee or 1&$$$§$;f
it might be 2 renslible tn ramivjeet ail this 3&@@35 gas hack |
inbb‘thq raaarvoir t@ &id waamrvoir raoovery While the 011 laf
being prsdum&ﬂymrﬂahxppa& oubes - ?ﬂiw is not mechanleslly
feasible, or af 19&&@ has not been acwnamiaally feaaibleQ' £% ~
g matbar of fact; we are running production tests on some of |
the fields to ses whether we can al least as a stopeap arrive |
ab some method of re-injecting the gas, in oxder to permit bhd
oll to be produced. |
S0 4% Ll a large problem and by the requirements of:“/

the axisﬁing leags eontracts,; which require continued davela@%,)
ment on the part of the operator. the problem gets more severg
gvery day. As g matber of fact, you gemtlemén approved a |
six-month deferment of development requlrements on one of the€
gsukjJect leases here btoday dnd certalnly one oL the eiements fQ
in desiring to defer Purbher drilling raquirements stoms fromf
the fact that if addivlonal wells were drilied at this time

the lessee would have no place to take bhis gas production.

1/ e

GOV, ANDERSON: It seems kind of odd why we conbinu:
this proceas while we ave up against this problem. Mr. Scoth]
ma&a tha stabement his company 1s losing BO0,U00 a monkh and
the Sﬁ&ﬁafs shars 1s a third $o g haif. A Shird would be
gbout a quarter milllon doilars a amonth., Iou say that's dem |
ferred lncome, bub bthats three and 2 halif million a year and
the interest on that alone 1o wuwp in she hundred Thousands.

Some of it is deferrved, bul some of it is lost. Is thls the

DIVIBION OF ADMINIBTAATIVE PRSCETURE, BTATE OF CALIFONNIA



| 1’; only company in this aiima,tim‘? 7
2 MR, HORTIG: No, sive
T GOV, ANDERSON: In other words, how much are we Lof- ‘\ -
4| ing a month 28 & vesult of the Public Utilities Commizsion's P
5 { baslitlon?
6  MR. HORTIG: Well, it s & substantlally larger
w | umount than testified o by Mr. Scott. His dats relabes bo '
gl Just one lease out of five,
9 GOV. ANDERS‘QN& 30 there are five companies?

3_0: MR, HORTIG: There are five leases. The Pauley group

115 kave two, Standard and Humble and others nave two; and we now |
13 have Richfield in there with 2 new lease, this is actually «the
13 | 8ixth parcel; an‘ the Texaco Company.

14 GOV. ANDERSON: ‘Hhaa.ﬁ are we losing in royaliiesg -—-—
151 ten, fifteen million a year?

16 MR. HORPIG: This may be high, but it is possible,
“1'; | Certainly it ean acoumuiabte Lo this -~ bub, again, we are nobt ]
3 181 lowlng this; we are deferring the receipt. |

19 GOV. AMUEHSON: We are losing the use of the money,
oo whick is pretty bad.

21 MR, HORTIG: That 1s true,

22 GCV. ANDERSCOH: W%hen you have losit the use #T 1t

2z | you have lost it.

24 MR, CHAMPION: The problem, I gather, with the P.U.CL
T 25| 15 a price problem, ln which they are trying to welgh the fk
- é 26 | lnterest of the conswumer ageinst the IState and that 1z a very

v
& 3 » e
5
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| asfficult economic forwuls T wWork oub; but that la what is
in the belance in th%ﬁm¢l$&¢‘ | r 

| ' GOY. ANDERSCH: ¥hat is “ha @ur@an& aituaﬁlau? Is
thsre any hope of any solution {row the P, U. C.t

MR, GH&MPION* Actuall Ay they have to é%y yes o no.t

MR, HORTIG: Mr. Scott inquired of the P.U.&. at
the hearing in San Franeisco in December as ta the fact that |

a deciszion had not been resched. AL tnat bime he was informed
that the matter had anly been vnder submiital fTor thirty days.;

; The statement was made fhers would be diligent cusideration
| of the problem and certainly that the P.¥.C. has not refused
] to grant this certificate ;" which wag My, Sﬁﬂ@t*s unfsrtunatﬁ
choise of words ab the time, which he no doubh recalls. How-

i'r  EYEr, W& are now In the lgtter part of Fabﬂuary ~= 3ixty moreﬂ'

almﬂat n$me%y‘m@re days have transpired and we still haven't

heard.

MR, ﬁﬁAMPION: It is not that we are nst anxious to u

rave §. ¢ dscislon but it is a vory complicated piece of &ccmﬂmig

analysis.

MR, HDRPIG: Sure., 3o Tar =5 going to $he heart of
the total program, the Governor hes made dlrectives as to gasﬁ
problems in California stakewide, |

GOV. ANDERSON: Is there anything $his Commission
can 4o to get the Publiie Utilities Commisslion o move faater
cn this and posslbly take some action that would protect the

interests of the Ji%albe, more thaa what we have done at the

T e, . ey o , " AT it mw.mmmm»
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( e — SIS, 5
hffi_\prwa@nﬁ tine? : | q N h
” 5 - ; wa?Gz, The Eublta ﬁ#i&&ti&& ﬁ&mmiﬁﬁimﬂ‘ia @%iay
[t infawmwﬁ mr ﬁhﬁ\prwbiﬁM$ amd ﬁ&w wmmmwrma wf zh& s&&@m Lﬁ%ﬁﬁ
4| comaiss ion as they wlate to the patbers bafore them, Theven |
1 f;% 5} fnfa, uhabhﬁg)?n@ﬁh&r resolution of uhaﬂsuﬁt& Tands ﬁﬁmmlﬁm&w%}
P | to the Public DEilities Commission suggest: ing thab they move |
i‘ﬁ \ ?‘ifaﬁt@r, whigh weuld be couched %ﬁfﬁﬁﬁﬁform wh&v& B M&uld a@ -
‘g cooperative and helpful to the Public Ubilitles Sommuisalon, T |
d 5| would doubt extremely. On ihe other hand, cerbainly m&aﬁia& |
"+ -~ qyp| should and will be maq.’ o the Public Utilities Vommission thafs
fiﬁfa 111 She Lands Ummﬁissien today had thiskmeaﬁingﬁ BERin Wy ﬂ&ﬁw‘ ¢
og¢¥3 ‘12 »¢ernéd, éné“ﬁ;& heay from its lessees, and the mnr&a&lva&-pr@%w
.;_;ﬂ ‘ 13 1emé ara not getiing sispler ~w'$hé?‘&mﬁ gething stimmigraai
‘”!ip 14| time goes on. ) N V | | |
J sl GOV. ANDERSCN: I have jotbed down some notes I was
18  gping to say Qriaf to the meetingﬁsn this and now, as 2 r%muiﬂ 
17 of our acktion, I am mot toc sure I want to express as Chairmay
i 181 of the Iands Commlssion -—- the fact that the Stute of Califoriia
{J 191 Ls losing a very substantial amount of ravenue {now you probaily
20| want to call this deferred revenue) -- several nundrads of
31; thousands nf Jollars every monbi that produchtion 1g &éi&yaﬁ;

2| secondly, our lessess have an shllgation to produce &nd we a8
231 a Commlasion have an obligabion to help clear the pabi fon

341 that production; and, third, I fellt tbe inabllity to produce
25' eould detract Lrom our ablliby o lezse other drilling sites

BG: in the Santa Rarbara area, This is the stubtement 1 wanbed ba

®

O A B 200 P , Ay
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1 m&kﬁ ‘Wil;\ﬁhia *ﬁa@&meuﬁ hurt 18 1% is gam@ in,‘br la it “
ﬁ;‘¢¥@11 &Fﬁ?ﬁyﬁi&ﬁ@” ‘ ” o
3 | MR4 Hﬁﬁmrﬁ* I fa@l‘iﬁ is”mamﬁlet&13~a§§rwpriatam | 9
ai Thﬂrp 13 aﬁly y@ur 1&&@ ﬁﬁ&temanﬁ - %ﬁw-pbsaibiliﬁy”ﬁh§h; |
%! the situatlon sould detract frum subure 1aaséloff&wa.iﬁ golng
3; o e put %o the te&t, iff plds are invibed ur when bids are -
wi Invited fmﬂ‘Pargel Bs e \ : o Raﬁ
g‘i MA. CHAMPION: It still im a very distincﬁ pnssi~

o] Pility.... | |
10 ‘Hn, HORPIG: ... and the pwoof of the pudding is |
11] golng to be in The bidz the Commisgion recelves, as bo which |
13: school of neugh“ 1s i h . Probably it will turm ovk as ib
13! S0 ofen doss -- both of them sre helf right, and naturally
14| some will ke down the middle. |

18§ ﬁ MR, CHAMPIOH: 5 the sraﬁement that &@wernar

1ﬁf Anderson made is absolubely ﬂorreﬂt «= That th@?ﬁ is & Gisﬁinuﬁ>‘
17| Possibility that this msy hurt biddlng@ | I
181 | M. HORTIG: We certaluly have no wavianty that it
lg;. wonte, | | 1
S0 GGV; AﬁDEH&ON. Sﬁrﬁy I broke in an the agenda wibtu|
gﬁ this, Bnﬁ I t;aught iﬁ might be the p&rfﬁat the to bring
22 this out. \ .

e a Next item ig Numbes 8 w~- Autherizé%ign for Executlve
241 Officer $o execube intersgency agreement with Colorado Rlvern
o5 | Boundary Commisgion, providing for englusering, adminiatration

28| and other services for the 19G1-02 flgcal year, ab actual

i Ao o i
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corts nwt.ﬁobaxcaed $4,000,

ﬁn;~cﬁﬁﬁPI@N=‘ Move approval, Ny

GOV. ANDERSON: It has besn moved, ahd‘ﬁﬁean&wﬂ?

MR. CRANSTOHN: Right.

GOV, ANDERSON: Carried unanimousiy.

Item § is spepvice agresments pursuant te Jection

. 6359 of the Public Resources (ode. (a) is with the Clty of
Chula Viata, San Dliego County = proviﬁing for gurveying ser-|
vices pursuant to provisions of Chapter 328/61, at the Com-
migston’s achbual costs not o exceed $1,000; and item (b) 1is
with the City of Impsrlal Beach, &an Diego Sownby -~ providing
for surveying services pursuant to provisicns of Chapber 330/61
ab Commiszion®s actual costs not Lo excesd $10,G00.

MR, CRANSTON: Move approval.

ME. CHRMPTION: Second.

GOV, AﬁDEﬁ$OM: Moved and ssconded; no commenbs,
carrled unanimously. |

Ttem 1Q is approval of cofr&c% description of
Ticeland Lot No. 380 ¢f Marin County.

MR, CHAMPION: Move approval.

MR. CBRANSTON: Gioond,

GOV. ANDERSON: Moved and secondsd, carried unani-
mously. Ibtem Il ~- Appyoval of transactions conswmmaied by
tne Execublve O0ficer, pursvant to aubheriiy conflrmed by toel
Commlaslon at lts meeting on October 8, 14%3.

MR. CRANGTON: Move approval -- no acblon regulined,

WVIRIOH OF ADHINISTRATIVE PROCEDUKE, ATATE OF CALIFORNIA
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reguived ww r@pmwb of shatus of major linigatiﬁﬂa M, H@rbig?‘

- party in interest; being notably the cass U.S. ws, Anchor 0Ll

| accordance with Statutes of 1957, whileh is going to tvdal; anﬁf
the qae$4ion of 3urisd¢euéan over mineraiz in tide and aub«

- merged 1andu previauQXy guitelaimed by the Clby of Long Beaem

‘Hortlg might want Lo snswer the Legislotive Analyst, who made

in vegard bo oll-and gas production; also the City of Long

o5 |

_ - 54
M. CHAMPION: Sedond. | |
aﬁv.:ﬁﬁﬁFESDM: ﬂarfﬁed“nmﬁnimﬁasxyu

Tham ¢2 e xnf@%mativa only, no Conmisaion actien

MR, HORETIG: Nothing to add other than the writben
veport on page TC as %0 the statuy, as stated, of tha mejor

litigation in whizsh the Stabe ILande Commission is the prime

the Long Beach sult brought by the Federal Goverpmoent; the

provlern of tidelands boundary determination in Long Bezch in

!«"

Mi. GHANSTON: Mp. Ghaimman, Shere were statements
made by Elam POBY . s

GOV, ANDERSON: I wse going to ask him that. H
suggestlions which covered looseness on the part of the dtate |

Beach Luyinr ﬁwmwth?n% cheaper from us than othesy a@npaniuﬁﬁ
and somathing sboud an office in Rio Vista, Would you wanb
o expilain this fo ug®

MR. HORTIG: T would be wvery happy tu, Hr. Ghalimen,
and I just heppen to have & library of facts with me on ihe

subjeet. I also have it summarized and assure you there 1s g

SHABION OF ADMIMIBTRATIVE PROCKSDURE, FTATE OF CALIFOANIA
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2§ to Commlsaloner ﬁr&n&%em‘a request,
* In the L@g&ala@iva Analyst’s rapart on pasge 310
" Ghere nppeara on the budget an&lysia tor the State Lands Divi.

slon'a statement that I fesl iz much more sppropriate for a

presgs quotation than the ones that were quoted, I wmould likef

to wead thls, if I may, and I guote:
| "Over the years the agency has gradually increased
in size to the polnt that in recent years its budget has
gxeeaded one milllon dollars and its emp“ayees one hundred,
and its revenue twentymfiva million dollars, most of the
latter being dependent on the competence, good falth and
Judgment of the fommission and 158 staff, " | |

I thank the Legislative Agalystlfow those comments,

It should be noted belween pages 3il and 313 of the‘

analyals it was recommended that four requested staff posi-
|, tions be dented. However, the Assembly ¥ays and Means sub-
cammittee upproved the State Lands Division request for these
positions.  TherSenate Finance Subeommittee, parenthebicaily,}
1s taking the leglslative Analyst's and Stute Lands! reports
under consideration. We have noft heard what The subcommittee
has sent to the full Senate Finance Committee,

Now, the press report to which you made partlcular
reference, Governor Anderson, 1s based on page 31% of fThe |
analysis, headed "Compuiatlon and verifiecation of royalties

and osher lnecome from oll and gas production.” In brief, two

1.'

librawy Lahind th& bwief atatament, particn;arly in d@fnﬁanea‘

RIVISION OF ADMINISTRATIVE DRNCKCURK, RTATK OF CALIFORNIA
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statements are ﬁ&ﬁ@:  Firat, the Auaitab‘aenﬁwgl’shmuld make
axaminatiqns; and I quote, "of mecowsdting rrocedures and con- | @
trols.” The fact is that the Audikor-General has already made| -

1

laﬁch exsminations of* State Landavanaounbing prdéaﬁuﬁes and gon.
{ trols, with particular emphasis on Long Beach portions. I hawvi

®

{ here a eopy of the Audltor-Genepral's report on the subject matd
ter. In addition, the Audits Division of the Department of |

Finance makes such examinatlons regularly -- the latest, and

° B e @ R & W m

again I gquote, "Report of examination of the financlal trans-
161 actiong and apeéations of the State Lands commissién“ sovers
11| the period July 1, 1959 through June 30, 1961. Four questiond
12| were rsised in this audlt report, all of which were in turn
'lsﬁ'reporbed by State Lauds back o the Audits Division before the
'14;‘end of Becember 1961, either as to modifications of procedures
‘155 within the State Lands Division or ressons why it was felt @
13i moﬁifications were not Jjustified. We have never heard t¢ the
17| contyary since that time from the Audits Division of the Deparf-
1g§'menq of Finance, who made this same examinafion as raeammanded, )
19’ by the Legislative Analyst of accounting procedures and.ccntpals 
201 for the State Lands Commission. |

R gg' T second statement infers that the price paid to
?4?2';" 3gi{ the State for Long Beach gas should be measured at prices |
i%‘if oz applicable in a speclal purpose conbract between Long Beach ami |
‘% 5%* | 24 | Signal O&l Company. That last 1s a quobte and I should llke to

o5 | point out, without belaboring the issue; thls should read
3
oa i "Oignal Cil and Gag Company." Signal 0il Company does not havie

S DIVISION G+ SDMINISTRATIVE PROCEPUAK, BTATE OF ¢ALIFORNIA
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1] uuch 8 cantrmct a8 raported in the Lagi&lativﬂ &nmlyst‘a T
a{' This atatament overlooks the eriteris for d&@uﬁmmﬂ%i
- 5| the Long Besch gas price as specified in Chapter 29 of the ?
4} Statubes of 1956, First Extracrdinary Sessicn, which is th ;
5;.autherizatl9n to the State Lands Commission toaparticiﬁatw i
g| and supervise activities in Long Beach. These criteria hov ‘
7” been interpreted by the Commisslon by opinions of the Atte=ne .
g| General as far back as Cctober 1958,
9 Since tke Signal contract has been cibted by the
10‘ %ﬁgislative Analyst, one brlef queote from the opiniia of &t
11@ Office of the Attorney General is particularly appropriate
12| and I quobe:
lgi ~ "hus it appears that the Signal contract (which

14| the same one cited) does ot constitute an accurate indiecai.'

15| of the price to which the State is entitled under~$hapter,ﬁ*«j'

%'”5 16 The point very simpl§ 1s that the problem was a !
| 17| broblem for the State Lands Commission when the State Lands
18 Commiasion was {irst required to supervise Long Heach apemﬁt%&@
lg; The question of this disparity in gas prices was studled,

;‘ g 20' evaluated, the law was researchod with the Office of the .

| ” o1 | AtTorney General, and the criteria requlired by law as inter~ ;
no| preted by the AtPorney General have been applled o the’ﬁ%at#a
oz | Lands Commission to all of these operations. :
24 Not wishing to belabor this thing too long, the vevy
os| last senbence of the page -~ - "We also found that two large

e AL

- og | ubllltles were pald in excess of 36¢ for MCF in the Los Anpeld”

p
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1ﬁQBma£n‘arma,“ This has come 88 & shook to the largest ubLlidde
g} in the Los Angeles Basin ar@a.; The Southern éplifornia Gas
N 5‘ Gompany, ®ho buys She gos aé/raﬁai¢ 1eve1, peports that the
4| average price paid for the month of July léwl, which immedim
s| ately followed the last Division of Audits analysis, was 24.94
gl rot being in excess of 364. |
7 How, if you 5entleman wish, as I said, we have with
g{ us here a libipary of facts on the aituatiun and would bs happy
g| to explore any detail of any phase, I did not cover the Rio |
10| Vista office situsbion to which you referred. 'chld(&ou lék@,'
11| me bo? / |
12 | 4OV. ANDERSON: No. . | D
131 “R. CHAMPION: I'a 1ike to report to cha céﬁmmsaibnf
14 wriaxly enn that, I have discussed that with the Iegislative |
;g: Analyst and I think he now agrees with us that the statement

16 was 1ot accuraﬁa, that we took ne actlon after 1t was called
lg  to our abtention. M
sl MR. CRANSTON: I would 1like Lo ask in regard t the
191 statenent: "Our examlnabion of such pr@cedures indlcates an
o | informality &nd lack of p&rtiagpatign on the part of bhigher
AR AQVEIﬁ of p@rsmnnel¢
25 MR, HORTIG: We wsre under the impression, Mr. Chalfp.
! 23 mﬁm, -« I don't want this to sound facetlous -~ ~ we thoughi
pa| we had everybody involved axvept the Govermor and we thought
o | bhe devernor was busy enough without gettling into the dntaiiaf

\

mg | operatlons of the State Lands Commisalon. So L am at a Loss

i
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to interpret what higiher levels of perscnnel are not actinm. g
MR. CRANSTON: The report does not make clear whathgr

' he i3 talking aboub people on the staff of the Lands Commia ¥ g
gion or the Lands Commigssion itself. As far as the Lands GQMQ»”
misslon 1tself le concerned, I bhink it is widely uﬁdersmoadv}fj
that the present Lards ﬁammiésibn spends a greal dest more ti@é

- on matbers of interest to the Commission than'previous boards  1
and I have geen no lack of formality on the part of the staffg ﬁ

MR. HORTIG: I appreciate your comments. This is

WO 1, MW e o

wny %e starf did not unferstand the report elther,

=
-

GOV. ANDERSON: I would like to get bael briefly to}p

et
bl

the first point, that 1s, on the acc@untiﬁg¢ Tour gﬂawer for .

b
&

» 15| the mest part dealt with methods Of*&éceuntiﬁg, 26 1t 1s
) 44| checked a% the field. When the press asked me about it imme- |
165 | diate&y afterwards, they thought the count had ncﬁ actually 4
16| besa checked at the field and I sald I had been on the fielid
17| and I had seen you measure with sealéd gauges, and yeu told 42p‘
18| me 1t was foolproof; and I understood this was brue all up
19~‘ and down vhe procedure, Isn'l this true?
20 . MR, HORTIG: This is completely true and this is
o1 | Pprobably wihy I should ha#e stressed the‘tiﬁle’ﬁm the ﬁﬁ&its'Ax*
g ! Divislon report. That 18 a report ngh orly on the financial |
23, transactions but also the mper&ti@né of the‘ﬁtate Landg Coms
a4 | mlsslon, so that thege very feabtures would determine that the s
o5 | baslce data obtalned independently by the State Lands'C&mmisSEgd

3

og | 1n checking productlon in all lts flelds lg belng obbtalned

WEBON Ruis 2OM HFO

B
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adeqr ahwﬁ;, aaeuwatniy, and inaepandently. Ag almaﬁ ar af ravé

o

| we h&wm the Director of Flnence ait?ing here - - Qver tie yﬁaw%;

"y

ouv gﬁﬁﬁf&l wrabiﬁm wibh the RBudpget nivjuiem im pm&yaration aiﬁ'

a8 Md@@t and asking for additionsl personnel has besen that we B

NRVE nﬁvav been able to jugtif% additional appraprlations in

checks because 1% was not felt vhat the rafinement %h&@:caulﬁ:u

Legjalaﬁiva Amaayst u&xt year would take a di“f%f#ﬁ* tack and
1 delete ¢ shem.

GOV, amﬁmw 3
velative %o the aal@ of” State public lands -« sehool. landd,f

! anﬂ ga forth?

in the

in the

is tlie

of the
| " by the
March\maating,

GOV, ANDERSON:

Lhe bu&gﬁv for adaitﬂmnai pergomnel to rvefine these *ield

“bé aeaampiiﬁhed vy addiﬁgiaﬁmitianai checks over an& ébﬁv&'
‘thosé that are being carried out would justify the cosk.

-~ MR. CHAMPION:
féce 1musay” that 1L we did put in adéirimnal pogitlions the

HORTIG: This i3 the report I nentloned aarlier%
meeting today, Mr., Chalrmen, that will of nesessity béf
hands of the Commission not latew than the April m&etimgg*
GOV, ANDERSON: |
latest,
MR, HOBRTIG:

;
type that we have had to explain that were prec! piﬁaﬁa&

Cen®t Lt

analysis off the budget bILl, we could have 1t in the

If we don't have amy farther div&xai&n&l

I would suggest, and agalin not

What ls the status of youy report

In other words, the April megting

be ab the ciuen

The March meeting?

DIVISION OF ADRINISTRATIVE PROCEDURE, STATE OF CALIFORNIA
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1 b‘fﬁ‘ HORTIG: Yes, we could have 1%. |
2 | GOV. ANDERSON: What about tie phone call? Was that

5| reported back £o us? | o i
4275 | - MB, ﬁﬁmm? It was not only not reportaﬂ baﬁk o uwp |
5] but we undertook a Floor Beareh to find the pecple end 33“;&3? '\
g seem to have left iz*ae buiidmg;g

7 | GOV, ANDERSOM: S¢ where does that leave ug?

8 WR. HOREIG: Without any coafirmetion thet the City]

9| of San Clemente has dvopped its annesxati . However, we will|

1;3. fellow through on that and 1T they have net deopped it, then :

3_3,f the Execubive Officer is required to file a pr‘btesh.

153 | | GOV. ANDER3ON: You have enough aubhorizablon to

15] protest for ws ln aay ﬁﬁtﬁ? -

wi MR. HORTIG: That 4s right. |
ANDEREON: Anything furbher before we set the

15
8 16| bime snd ?j;aw;‘e of the next meeting? (Nc response) Our nexb
* | 17| meebing, then, wWiil be ten m.m. ’.!Shtim&ays March BOth, here in
18 }f Lo ﬂ-?‘é_f.ﬁ,ﬂsg . |

16| ' MB. CHAMPION: I wonder if that coulld be shiffed to]

on 1 Saorsmento. The ILegislabure will undoubbedly be in gession., ?

21 | B0V, ANUERSON: I think I have been working in the

22‘4 C}'?“hﬁ's?ﬁ" diveckion,
2% (Dlacusslon among Commissien me:mbem; f
| 24 GOV. ANDERSON: Then we will sdjourn to our next

251 meebing here in Los Angeles, 10 a.m., March 29th, Tie maetm‘g

@ %| fo sdjoumad. ADSOURKED 12:12 P.M
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I, LOULISE H, LILLICO, reporter for the Offie e a?
&dMinisE?at tve Procedure, nereby certify that the foreyolng
uixtywon& pabeu coutain & full, true and cwrrect transcr*pt

of the h rohand notes baken by me in the nee*ing af the

i LANDS COMMISSIGN OF THE STATE OF CALIFORNIA n&;ﬁ in

,zatm Angeles, California, on February 27, 1862,

o,

Pebed: Sacramento, California, March i1, laoe.
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