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(my Karl Plerce, Feree Wy =
Pierce, Frank Pierce 2 20 11

(n) San Diego Gas & Electric 3 21 11

MCTIQN Gw CLASSTIFICATION 4 with the

exceptlcv of item (J) =vwmm=mm---- 12

5 'Autberlzatlﬁn to excha“we 80 zc
State lands for J&~lﬁ Federal

: Lﬁnds s applicatlon ﬁ}wﬂ Young -

- ' 7 "2z 12

Brisbane = | 1;1 | 2 | -

7"Authovlzatlon to wmeaut&
stipulation P G & E vs. G@urty ‘ |
kof Sen Mateo 4 23 12

8 Authorlzatlan to execute Com-
pensatory Gas Royalty Agree-
ment wmth Patrick A,hohﬁny 20 26 13

9 Authermzatzon to isste 0il and

Gas Lease to Pnign Gl Lompeany :
Santa Barbara County ﬁ:‘ﬁal il | -

| \ s 28 13

¢il and Gas Lease, Santa o | .
Barbara County ?aerl 13 15 30 13

continned
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2| order?

"7isubm cted is

we have no peopTP before us,

1 been.assured will not take up any

ject %o continuing obligation of T.

QMﬁ; LRAN&fON Wlll tha meeting please aamc to

The fLrst mtam to come betare u% lS the ﬂanflrmatlon

5| of minutesvﬂf meetmngs ox Daqember 6, 19&2 anq of neeember

\'ﬂ20fn1962;1 If there isg ne iject on,they,stan§ approvedras

that ccrrect?
HORTIG: Yes,‘ siz. . g
CRANSTON:

MR‘

- MR. In order to take up matters befoze

‘us.tadayfwhiﬁh have’atﬁraated a larga'number of pemple‘tc‘

‘this hearing, we will s ek to speed through tha agenda and

take up matters now where people are present, and leave until

! the end of the day those which are not contraverslal Whﬁ”c

N ‘u,
L

I hawve one request to takg up an item which I have

o]

lme whiich 1s Ttem Gla531*,»

flcatlon 4 (). If there is no objection, we W111 take that

"up now and then cne ox two other matters, thea seek to get

to the oil mattar which w111 consume & 1a1ge amount of time.

Applicant {3) is T, Jack ?Qster - e Asslnnmcnt to

| Tstero Mun101pal Improvament District of Mlxeral'Exnramtlon

 Lease P,R,C. 2613.1, San Brumo Shoal, San Mateo

County, sub-
Jack Toster.
As I understand it,

MR, HORTIG:

there is nolahjéctimnt@ this,
Th@fé~are no objections, Mr. Chaixman?>
and the apnlzcatlon is for asllgnmont of a 1ca9n which was
issued her&tmﬁcra pursuant o competitive publmu b&ddmn&,

and the spplication is in £ull complience with the statotes

OFFICE GF ADMINIZTRATIVE PROCEOUNNE, SVATE OF CALIFORNIA
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The BIEET @mmﬁnds appraval‘7 

it - Trrlding we can oettle lt by ten Lhzrty, say, #hlch
oL .t e able tog and if 1t is not datlnlte at that flme,‘ ‘

v . crinzed to the oil matter -~ for whzcﬁ we. havm many

v stak portion of the area desired to be annexed

ti o: ri.xs and regulations of the Lands Commission; and

Joo
rl tere animbusly.

i ot zhe Erisbane matter and the oil matter , before

- Irom a much further distance. . V
Trznk, 'do you wish to stat& priefly the 5nm3ecf
T © Lism Classification 6 ~- Proposed ﬁnnexatlon7
%, HORTIG: Yes, Mr, Chairman. Pursuant tothef
s o the chernmeﬁt che,'tha CityVaf Erisbane;
+ sigsing an aonexation of additicnal territory to
= their existing city limits, submitted the requis&ik
: waiion to the State Lands fommission for apprailsal |

s GR&N&TGN: Bert, do you wxsh to comment?.‘“
THW'LEVIT' VQ, I thlnk not' |

Yle CQA‘SWDN“‘ VOtlan is in aréer o npprove.~
%. CHAMPTON: Move,

f ﬁﬁéﬁﬁfﬁﬁz ‘M@tiqn;is made thap?rove,_secbndéa’»ﬁ

?

“s there anyone here who wishes to tzke up anything

‘rems? IE not, let's mr@@eé& to Ttem.f}assifiea~

‘» gnd submerped lands; and the Commission's stafy
appraisal and bhad recommended that the CGommis-

“ze the notification to the City Counsil of the

AFFIOK DX ADMIMIBTRATIVE PROGRDURYE, BTATE OF CALIFORNIA
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"»HEXﬁd under Elty of Brlsbane Councll Resolutlon No. 70 to
‘ be $14, 584 000. |

As of yes*erday evcnlng, the staff reoelved a

telegram readlng.

lﬁ'

"State Land Comm1881on

The Baysiore Sanitary Distriﬁt a public utility

of the tldplands is requested by Brisbane sbould

 consider Section 35313.1 of;the chernment Gode,

A ietter'f0110WS expiaining this_ﬂ The Brlsbane

annexatlcn prOCQedlnga are now in 11tlgatlon in

3 buperlor Court. Please call my offlca to

: further discuss this subjact

Tom Boced ‘ ‘
Attorney Sdnltary‘ﬂlstslct "

Alsc'from Mr,‘Bocci, ailetter to State Land COmmission,

attention Bert Tucker, who is the supervisor of our commer-

‘thiskapplicationxon behalf of the City of Brishane:

"ear Sir:

I represent 4,000 residents of Bayshore City

and Bayshore Sanmtary District who are con-
testing the right of the City of Brisbane

to annex an entire area of land that includes
tide and submerged lands,

:'Clty ot Brlsbane that pursmant to requ;reﬂenta of thc Gavgrn~

1
5|

;'4“’
5

8
-
9

- ment Code, the 60mm1391on has ddtermi ned the g sent value of

‘the State- Dwned tlde and aubmerged lands prapase& to be an~

VCQEIZE‘S*’S thP Bl‘lsbane annexat;.an. YOUT Valuat'hon

cial and recreati0n4leasing section, who bad been processing |

OFFICE Gf ADMINIBTRATIVE PROCKGSURE, STATE G GALIPORANIA
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”Undex Sectmanvsﬂﬁ;;mi of the ﬁevarnment_CQde,
your Commissiorn, upin ap ?11thlﬂh, must set a
value on the tidelerds under the circumstances
- set forth in this Coie aectknh, In 35313.1, a
formula is establishsd Zor establishing the
“wvalue to publicliy cwnad preperty.  This value
is that which weuld * 2 2 vsessﬁﬁ to the prmpertg
on the assessment roils in the County Assessor's
Office if privately cwred. Since the two sec~
 tions must correlate, i“ would appear that your
valuation would be the veluetion to be placed
thereon by the fournzr sssesscr for assessed
valuation pﬁvpﬁﬁu&."ﬁtﬁ% g valuation would
‘be less than 250 oi —arkef valﬁe,

"Sinee this is a =
City of Daly Cit 3
area, the &,000 rs
the Bayshore Sani: strizt, whe is con-
 testing the Brisha: zatau“, I would

respectfully asi gbaz ﬁ?a interpretation to
be made of 35313.5 Livernmeni Code section be
in keeping with the rezszining provisions of
SeCt}.Qﬁ 3331314—. Z}'»l‘:;':}ii * W
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g art issue to the
sn"sa annexing this
o2 Fayshore City and

f i

1
B vl (0 B

.

F 1
5 b gt
(f: i

ﬂ at m u
;u 1

}i'i

ﬁ

4 B LT

L1

Yrars'vej% trﬁiy,
Thcmas L. Bocei
MR » HORTIG (conavr ~z; The prapcsed annexatlon‘
report by the staff reclmmenszs o tha»écmmxssion iu<in '
strict canformenne Wlih he 3zzz rrovedure Whlch has been
utllxaed at all tlmas, with tihz spproval of the folce of
the Attorney Genaral% in cemnsoiion vi:g apwllcatlons of the
same type; an& there is ne zaizri in Liate Landa af any
proposed annexation % the ity of Delrw Clty with Eﬁspﬁﬂt

to the subject area, as o vw.zizzd in fhe referenced 1Etter

- from Mr, Boccoi.

MR, CRANSTON: Drep zmvone i;f@'Wlsh to appear on

this matier?

| TBARR Go6 1OBM AR
i .
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MRu REIbCH* 'Mr;-Chairmdn, members ofithe Gommis; 

R,

'SLOH, my name 1s uonrad Relsch I am the City Attorney af

_the City of Brlsbane, 1h@ Mayor oE the Glty, Mr . Turner, is

present"and the Clty Maaager1 Mr. Brady, and some of tna

counallmen, We are. prepa;ed to answwr any questlcnS»whlch

you may have concerning this partlcular matter._'

I can adVLse the members of tha ComMISSLOn unequiv-

| ocally that the lands that are under the State Lands Commis -

sion, that are prOpOﬂed for annexatlon to the Clty of Brls—
bane, are not included in any annehatlon belng praaosed to
Lhe Glty of Daly Clty. | | ,{  ““ | j,h

| GOV¢ AWDERSqu Thls Sanltary Dls rictgroup‘wm‘
 this all lauated in Brlsbane? R R

‘MR, REISCHa The Bayshore Sanltary Elstrch is a

d:strlat operating under the Sanltary Dlstrmct Act of 1923

Tt s Jurmsdlvtlon generally is in the area to tne north of
the bluy 11m1ts of the Glty of Brmsbane. |

GOV, ANDFRSGN Docs it covex the area that 1s to
be 1nnex9d9 ;

MR, RﬂL:CH, Some of the Sanitary Diﬁtrict_is in

'soﬁe of the area prcpased to be annexed to the City af '

Brisbane. The major part of the %anltary DlSLtl“t is an

area presently be*nb pxopased for- ﬂnnexatmon to the ﬁlty of
Daly C;ty. There is no conflict with. respect to hﬂunddTlE$
in the areas preiosed to be amexed to che City of Brisbane

and the City of Daly Gity.'

OFFICK OF ADMINIBTRATIVE PROCRDURE, $TATE OF CALIFORMIA
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disposed of would be consxderatlon by the Citv of Brlsbane»

| to w;thhold;actlon,on its apnexation application until the

‘accordance with whatever judicial determinations had been

GOV, AﬁnﬂRSGN' The £Qur thousand re31dents they B

':utate they rppresent, are thasa four thousand realdents in

-“Btlsbane or Juﬂt where are these four thousand ppaple?

MR¢ REISGH These four thousand pe0ple reS1de 1n5

,"rhe area proposed for annexatlon ta the blty of Dalv Glty,
‘7I mlgh@/add parenthetlcally that I am confldent that Mx.

Bocel does not repreSeut four thousand,

MR. HORTIG Mra Chalrman, the staff Whuld like to

suggﬁst Eor ccn31derat10n however in view of-the fact'that

at least a portlon~of the area is the subject of litigatibn‘ﬂ~

' poss1b1y'the clearest manper in Wthh this mattﬁr could be

completion of the Iitigation; and thereafter the Lands Com-

mission could process the application expeditiously in

MR. CHAMPION: What relevance 6oes'thatkﬁave to
bux‘aﬁaluati@n?- | | e :

g » 'fMRu HGBTIG: It has no f@i&Vamce to‘our evaluation,
 “3 g ;‘ MR. CHAMPICN: Why should we delay? B

| MR, Hb?TIG* Only, ' sir, béaause - 48 Governor

| AndarSQH has pomnted out pxov1ously with xesgect to applica-

tnans of this types an appramsaL by the Lands GQmmlSQLOH at
this time of this order of magnitude could be allew@d to

havm been one of the persuasive featurss in overcoming pro=

LQSta CL clitizens in 1hﬂ uthnr ATOH.

_ OFFIOR OF ADMININTRATIVE PROCEDURK, BTATE OF CALIFORNIA
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1'w1tt1ng1y ~ be placed in that pOSltlon?‘

‘wto c0mﬁly Wlth the statute.We are not asked to make any

‘partlcular'Judgment.~ Whzcever ane;resultk¢£ ouruohllgation

,staff recommendation,

=
& 5

' thhout obgectlon it is made unanimously,

Tn ather Words,vthe Lands Comm¢sszon appramsal

e o " ol
“ subm1Lted at this time could H@ the\determlnlng factor inm |

_iresolving what is strlctly a JOudl problem' and the questlau‘“

s could the Lands Comm15810n¢mw not de¢1beratelj, but uh*

MR‘ CHAMPION‘ If seems to me we &re Just aSked

to carry out the statute, that is samethihg'of 1ocal_concérn. '

- ME. HORTIG: This is the alternative of the two
rhat the Commission has before it. |
MR, CHAMPION: I move wWe approve tha origLnal
GOV. ANDERSON: 1'1l second it. .
MR, C&ANSTONn Aépraval iS’movéd saaended ,ahd'
MR, REISGH. Thank yvu Mr. Chalrman,,
MR., CRANSTOV We WlTl ﬂow proceed to the matter
of the Long Beauh'W1;m1ngt0n ULl L aSE,,haVLng dlSqued af

matters involving people present here on the agenda.

(The next item considered was Calendar Ltem 28:

Unit Agreement, Unit Operatlng &greement VxhlbitS:

and Bleld Gontrattor A%reamenu, Long Beaeh Un;L
Wilmington Oil Tield, Los Angeles County -
L.B.W,0. LU,155. This item has been reproduced

separately en stencile bacausc of the number of

_coples requived.)

OFPIGL DX ADMINISTRATIVE PROGEDURK, STATE OF GALIFORNIA
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THADY 183 YOUM BIO

3,: LS Jay Shavelscn Stlll present*

‘-ta‘ask‘yow. 1 have always wmndered 1f we need to read the

| détails of the authorizatlons asked. I would like tw ask 1f

© O T e UG s G P N

-

vl/2?/58 issued by Department of Flnaace, to salvage aban-

-
R

_ the Gﬁllfornla coast ~%. to minimize hazards to shlpalng.and~

'aIaCllltaLE harbor defense,

and Game -~ 49~year life-af-structure permit, tmoacres of

| sha 20 C3

MR. CRANSTON: We will return to Item ClaSQLflCdtlél

MR. HQRTIG. Wa are qtlll in 36951on.  

MR, CRANSTON Jay, 1 have an expediting question

we can Just take - up the matters under Classification 3 ....

MR‘ SHAVLLSON;k My suggestlon would be to go Lnrouga,

the ordlnary procedufﬁ,\~3nce you are required to have a
publlc meetlng,
| R, CRANSTON: Ttem Glassification 3: Applicamt

{a) I. Millﬁ”Beam ~= five-year renawal of peﬁmit dated

donad cable from StaLe-owned tlde and submerged iands along

Item (b) St inte of California, Dppdrtment of Fish
sovereign lands of Lagle Lake, Lassen County, for bout-
lawnching ramp and appurtenant facilites;

ltem (3) State of Califafnia, Division of Highways [

River, Bhasta mmunty, for bridge for State Highway Route 11

Ttem (4) United States oi America, Depertment ol

Deienge ~- Rasement, 0,24 acre sovercign lands at Gity of

BIFICE OF ADMINISTRATIVE PROCEDURE, STATE OF GALIFORNIA
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Garnmaao, San Eiega County, for four Fence@ alrplan@ approamﬁ’

S

© ® N @ Ok KN

- :T“-“

”'1llghts x@r Runway 29 at Waval Alx ﬁt&?l&ng North Iqland, S
f‘ov.f ANﬁERSGN I 11 move, | T

E&,C&M@Km‘ &mmﬂ,, S ” s
Mﬁf RANSTDN( ,APPEDVal iS*mb@éd;?séﬁchded,_and; 1

B A
3

i"adopted unanzmously
| Classmflcat;on.é - Appllcant (a) Amprlcan Tele~

v‘phone and Telegraph Gompany o 49—year eagement, 0. 457 acre

school lands, San Bernardino County, foo Aﬂdexgrcund coax1a?

cable; tota3 rental $150*

()
Q

]}ﬁ‘s’;qu HORTIG: Mr. Chairman, for the 1n£ormat1¢n of

i

‘,the.COmmission where such cable installation would cross th

H.

uplanas and partlculariy across State lands as inﬂiaated 1

oy
«

&

here ior thls aasemenk, all facilities will be unﬁérgrouﬁﬁ

MR, GRANSTON‘_ Ttem (b) nﬁnneth . Edmlqton and

!—l
XN

=
m \.

r ;Mar3or1a A de;stﬂ e Emve ygqr glazlng 1ease iﬁAG acres,‘

=
m‘

suhocl lavds gan Bernarﬂlno County, aﬂnuaL rental $38. &G

=
BT

Item Qc) I, Du Font de Nemours and Company,

| Inc, w~ 15«year lease, 1.35 acrﬁﬁ ‘tide and submerged Lands

7y

of San JOqulﬂ hivev near Antioch, for dock mnd dolphims fox

N
<

ﬁg, an | barges for ahem1¢a1>plant,'annual fental $§?5,§4;

o

Ttem {(d) James A, G&llaghﬁrﬂnnd"Mary A Galla@har -

N
0

10-year leage Lot 37 Fish Canyon Cabin Site, Los Angeles

N
u‘

County, anoual rental $65;

W
"

Ttem (e) Howard J. MeCuipp end Ruth MeCuigg --

Lo

1o=year leass, Lot 62 Fish Lanyon Clabin Bite, Los Anpeles

»
&

®

_ OFFIEK QN ADMINIFTRATIVA PROGKDURK, STATR OF GALIFORNIA
AR LK (oo B ‘ ‘




-
o

T VR S R o )
® O » K N M

8O O NN N

®

| 7BARN 1488 1OAM BPO

County, annual rent¢1 $65'
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Item (f) ?hllﬁp D, Trlpn and chnard'%. Russallr~~ =

loﬂyear leaqe Lot 46, Fish Ganyen Eabln Site, LOS Angeles

‘“Caunty, annhal rental $65

Item (g) San Francisco Port Autharlty o I under-

’~stand that is put over.

MR, HORTIG: It is the staff's ‘rlequegg_. Lt

GOV, Ammsamf’ (g) is off c,alendér, then?

MR, HORTIG: Yes. . }‘

MR. CRANSTON: Item (h) California Minerals Corpor

 tion -- Aséignment‘tq Minerals Materials Company of a 50%

interest for initial period of ten years, and approval of

subleases from_califOrhia Minerals Corporation and Mineral

- Materials Company, jointfventurerSﬁdoivg‘busin@sq‘under the

name of California &snestos Gampany, to Atlas Corpcratlon,,
of Mlneral Extraction Leases P.R.C. 1511 2, et cetera,

Fresno and San Penito counties;

Item‘(i) Continental Gi1 Campany‘~~fAssighment to |

DOuglas 0il Company of Califarnia of 0il and Gas Lease P.R.C
1524.1, Iuntxngtan beaah.ﬁlela Crange County;
Item (§) Tq‘Jack»Fost@r . |
MR. HQRWIG: This was the assigmment‘aﬁt&d om
earlier this morning, Mr. Chairman. | |
| k&w beM&TGN: Iccm {k) Pacific Gas and “1wctxia
Gompany -- Smendment of vight-of-way casement PLE.C. 2942.1,

Jonoma County, Lo change the logal dwsaxipnima, resulting

DFFICR DF ADMINISTRATIVE PROGEDURN, #TATE OF GALIFORNIA
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‘ ,travtlon Lease P h.c. &lSﬁ 2 San,Luls Obispo County, Ecr |

SR TR R RN F . B T R T

b
N

e
© ©

o3
o]

ILem (1) Northern Callfornla Fljwood, Tnc.

:Acceptance of‘jultclalm.deed fer Lease P.R. Ce 1861 1, Klam-

auh leer, Del Norte County - loggmng operatlons completad

Ltem Qm) karl Plerca, Feree Plerce, and Frank

_Piercé'~~ Deferment~of Operatlng requirements, Mineral Ex~,"”

lease_year ending April 13, &963a Cbrgme market depresged,
grade Of'ore occurring within leased area cannot be mined
economically at pxesent;v

Item (n}'San Diego Gas and Electyric Company -~

\w‘Défermeht of opérating“requirements Mineral Extraetion
Lease -,R.C. 2094.,1, San,nlega County, fa“ lease year endxng;
'MarchNQ, 1963. Dredglmg operatlons requlrad in constructlon
of fifst aﬂd second units of‘South Bay Generating Statlmn

are cfmplated* 7o further dredglnﬁ contemplated at present.

GOV, ANDFHSOV Frank, would you just b*leﬁly

‘ﬁ%ﬁplainAthat item (h) -~ the assmgnment to Minerals Material

Company?

"MR;,HQRTIG:I-Wéll, there is an existing lease for

extraction of various minerals at the junction of San Benito

and Fresno countles at the mountain top, on which a portion
of interest is being acquired from the present lessce.
GOV, ANDERSON: It is o half interest and no

compensation at all?

, U 7 BRI S
in an 1ncrea$e in acreage to Q 895 acre. Total rental to.

| be 1n¢rnasad £rom $1,856. 61 to §2,491.65,

i
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: unanlmcusly.

MR. HCRTIG: No, sir. |
MR; CRANSTON: Motlon is 1n arder far apprgval a£ 

| those 1tems pendlng before us.

MR. CHAMPIDN Move approval. |
| GOV, ANDERSON: Secomnd. |
MR. CRANSTON: Approval is moved, seconded, made

unanlmously.

Item b - Authorlzatlon ta exchange'WLth the Unlted‘,

States eighty acres of State school lands in Shasta National

Forest for 54.10 acres Federal lands in Trinity Gounty,»fheb

State and Federal Lends belng of ayprex1mately equal value ==

pursuant to application of Kelso V. B. Joung.
VMR, CHAMPION: Move approval,, |
GOV, ANDERSON: Second. |
MR, CRANSTON A?proval,movedgseconded, made

‘We have acted on Item 6, o

Item 7 -~ Authorization‘fbr~Execﬁtivekﬁfficar'tc
execute Stipﬁlation;in»Paciﬁic'GaS and Electric Company v.
County of San Mateo, et al., San Mateo County Superior Court
Number 80503, extendiﬁgkinterim 0ccupancy of certain State
lands by Pacific Gas‘and Electric Cémpany to Beaambér 3i,
1964 -~ pending constmmation of an exehan & txanaamtimm wath
Leslie Salt Gompany~ | |

MR, CHAMPION: Move approval.

MR, CRANSTON: Approval is moved ....

GFRICK O ¥ AGMININTRATIVE PROGEOURK, BTATE OF CALIFORNIA |
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GOV, ANDERSON: Second. ol
| MRA CRANSTON,,,.* seconaeﬁ7 made ﬁn3niﬁdusly;

ztem 8 - Autharxzatlon tur Executlve Offlcer to

|
Q

. execute Ccmpensatory Gas Royaltv Avreement thh Patr:ck é,.
W

Yk,
N

Doheny for SLate 8 1nte1est in bed of Sacramento Rlver,, \
Sycamore ﬁrea, Colusa and Suttar acumtme%, |

| MR. CHAM?ION. Mbve appraval |

. GOV, ANDERSON: - 5econfi.~ |

MR, CKANSTON, Appraval is mnved seconde&, made
unanlmously, L B | |

Item 9 w-~Auﬁherization'fcx'isauance td'high biddey‘f

()
)

Union 0il Gompany of Calzfurnla, of praposcd 011 and Gaﬁ‘

=t
m H

Lease, tlde and subnerged lands, Santa Barbara Geunty,

o
(&

:’Parcel 11, The staff has recommended appraval of thlS«
| ‘«MR. GHAMPION What is xnvolved 11 4hat? .
MR, ORANSTON: The high bid? /
MR, HQRTIG‘ $261 Qo0 hlgh.cash bonus offar&
GOV. ANDERSON. I'1L mqve it.
MR. CHAMPION: Second it.
MR} CRANSTON:  Appr&vedmmgved, SQQGnd@d, made

et
.~

R T I TR R TR Y I
o © ®W N & U B

unanlmously*‘~

N

Item 10 - An,fjllzatlon for Execut:vw GEflcer tc

N

afﬁar Pﬁapcscd 011 and Gas Lease, uanta ‘Barbara County ~-
|« Parcel 13. | | | |
MR, CHAMPION: Move it.
GOV, ANDERSON: Second.

2V BN M
& O b W
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_ﬁunanrmously.

- cated Qn,pagés~34 and 35. We have already had that before

Item 11 -~ Cmntlrmatlmn of transactxcns ccnsum-

~matcd by the Executive Officer parsuant to. authorlty con-

flmmed by the Gommission at Lﬁs meetlng on Gctobar 5 1959‘ -

fMR* CﬂAMPION* Move @onflrmatlon,
 cov. ANnERsum.f Second. Q _' |
| MR,lﬁﬁANSTON: Moved, seconded, and madé unani-

‘mously.

Item 12 ~-- Confirmation of schedule of meetings of

the State Lands Commission for 1963 calendar year, as indi-

~us but never adopted it.

- MR. HORTIG . Thls is the schedule whlch was sent

toyougéntlemen in January. |
o | MR;'CHAM219N§ Mcve approval

GCV,‘ANﬁERSGg,f Second.

Wﬁ, CRANSTON: Appreval'moVéd, secénded‘and‘made
unanlmously& T | | |

| Item 13 == Infmrmatlvc only, no Commission action

raqumred - hepnrt on status of major llrlgatlon. Frank,

du y01 have anythmng.

MR‘ HORTIG: Not %pacnflvally -~ the routine ex~

tensions Qf erlstmnm permits and other autharlsarimnq -

Are we on litigation?

MBE. CRANSTON: Status of major litigation,

B S D LD Y
MR CRANSTON* Apprval is movéd,Wsec@nded,‘made |

i
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MR HORmiG* Wo, 10 new lltlgatnon has baen added

'smnce tne laat time we xeporteﬁ to the Cammxssxﬁn.;' |
| “ MR. CEANBTGN, On the next meetlng, let s take one |
 m@ment to dlscuss what we went through here today, whdt lS
~ yaur\feallng? Shmuld‘we~schedule a‘substantldl‘amount Of 
time a month hence* ) | : | : |
© MR. CHAMPION: 1I'd like to ask Mr. Desmond a

question in terms of the dlsau331on on. tlme we had hefe todaW,

SRR B Y T S

‘You 1nd1cated in your testxmony a QUGSTLOE of urgenry on timg

134

@ 10| because you want to go %o work on the cther existing con-

11| tracts?

12| MR. DESMOND: That's right. | |
,‘ 15 o | MR. CHAMPION: Now, what is thé schedule which you
. | | | 14 | cpngider ycu have to meet in drde:‘c ‘to meet that péréf)‘j.em? |
6]  MR. DESMOND: We have not discussed this at all

L 3H

16 | with Mr, Hortlg or his office, but that will explre and lt
17 'iﬂn‘t the flrst‘day of March -~ I b3116V6~1t s Mﬁrch the
F ‘!' 18| 25th of next year the presenu L.B,0.D. contract runs out.

19| We feel that -- dating back, again, to the time needed for

20 preparlng thxs -~ let's ay ninety days from that going backt

gp | I would think‘wduld'allcw no time - « I wmuld say it wnuld
2z | have to go out to bid probably in the month of Gctober.
o241 ) GOVg ANDERSON: 1Is this going to take a greabt

-

25 amount @E tamw, inasmuch as it is reviewing and continuing

21| wards would take us to the latter part of November, which |
|
|
J
|

26 with what you already have?

PRAB 18D 108M Bk
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MR‘ ﬂESﬁ B' Wella we dan t know. ﬂe fael that [

.....

changed_‘ I4mean a dlffﬁteﬂt mathod »~\1he net proth basxs -

T S I

g shaulﬂ be the delS of prohaedlﬁg, I belxava. I thlnk thl

°«1s Mr; HOKtlg'S view, I know he has expressad pleasure and

‘Happrec1atlon that the GOntquL hexn under consxderatlon is
,;an\that basis. So I would say there would be a considerable

| period of time required. e

© 0 N ® o

GOV. ANDERSON: Well, the time for staff work on

'?yoﬁx‘partﬂ I'héard ther@ would be a lﬁt of stafﬁ work om

[
(@)

’Star ting xxomtthls end how long do you thln 1L W@uld taae

o 11; ;youﬁ part to review this and remlaparn ths.
 f, 12 MR, DESMOND: I think so.
i;j. 13 MR CHAMPION‘ Frank{’iét'mw ask it annther'way.'
%f", 1 |
:3 ” ‘15f for you. to review the various quesLlons that were ramsad in 1   %
e ,v~16 ¢tha hearlng today and present your ccmments, nd I presume
\ "' 17 Lm:wr Beach'wmil alSQ want to review and prasant comments*
. 0 -  18‘ how long wauld it tame you to do thaL? |
' ‘ID" ’ 19 S fMRg_“DRTIG. Frmm.the pollcy standpclnt I nmuld

20 giVa'you an estimate. There are a great number of quastions

21 which’ are elther lnhexantiy o expllcltly legal questlons
22; and T just hava a feeling 1t 15 going to take longer to get

Dz
-

2z a rasolutlon of tho%e than Lhe opexatimg and palicy qaestlﬁm
24 - so if I might pass ‘the questlow to Jay - =
25 MR. SHAVELSON: That's a dlfiiaugr qu&tmwn,

- 2g | Mr. Clark raised some intexastlng qumutlmms rather rapidly

| OFFIGK OF ADMINIRTRATIVE FROCKDURK, STATE DR CALIFORNIA
79430 s YoM BRG ‘ '
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,answer that questlon. . - 4

. - T S I TR

S

S I

: o
- ‘m

and 1'd 1iké°tb~sit‘dowﬁ«and assimilite them before I
. . it . “ /’1‘ ‘ ‘ f :

 GOV. ANDERSON: Two months?
MR. SHAVELSON: ©Oh, yes. e
MR, CHAM?ION* Is there a chanca that at thﬂ next

meetlng, as Alan ouggested we vlght be able to hea: the

‘Lomments on this and have a further dlscu551cn at the next

meetlng, or is that too soon? | o

MR, DESMOND: e were hoplng ycu‘would say a
special~meeting in abouf two weeks' time; 1f the wazk can-
not be accomplished thpn, depend upon the' next one.

MR, CHAMPION: I think you will agree that some

rather complex questions were raised,

MR, DESMOND: Yes. |
MR, SHAVELSON : We have sdme internal problems

~and that is this -~ that the Long Beach bcundary 1itigétian

 is set for pretrial in July #nd it so happens that I have

aone allvaf the work on the Long Beach Unit and I have also

‘&Unevail‘éha‘work on the Long Beach boundary; and i£ T
have under four to six weeks on this, it is going to create,

MR, CRANSTON: I think you are going to have more

than four to six weeks. 3
MR, SHAVELSON: T believe so, or else have to
shift it over to Howard Golden -~ which means that he is

puing Lo hava to familisrize himself -- which agaid wmeans

it would take more time than ordinarily. So until we

OFFIOR OF ADMIHISTRATIVE FROGEDURE, BTATE OF HALIFORNIA
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stralghten Lth luternal problam‘wut .,..x  |
MR, CRAWSTON* 1 think we should schedule a full

day for the next regular meetlng,Q Thls‘would glve us tlme

~£Gr the sta££ to work on it.

‘,( .

MR, PHAMPTOW*a I thlnk we ought to ask ‘the

Attorney’Ganaral to reinforce the troops on ‘this matter.f

MR,VSHAVELSGN. It is mot a questlcn of the numbex

- of people,r It is a questlon.of gettlng Eammllarlty WLth

the problem. The mnount of wark that went 1nto our oplnlon

I thlnk was four or lee months almcst.;<

MR. CPAMEION 'Well 1n view of thx 1mportance of
‘thlS to Long Beach and of the lmportance oﬁ‘Lt LO Lhe Statel

in terms o£ revenue -- I thlnk if the c*ta,te'arnem: was made

e

‘fhat we are mn‘dxre;sprali:s, it would bp 4 thtle exag~
gerated; b@ﬁ we really eught to get more pﬁople familiar

with it. | : _ " S

i

MR. DESMOND: May I make this comment? If it
becomes the de01saon of the Commlssion that any substantial

hanbe& be made, it real]y means a change also in the Unit

Agreement, Unit Operafing A reement, and I think that would

mean really starting overﬁ‘ We could pot start over at this

time,ﬁ Unless this is out in substdantially the same form
thhmn, I would say, ‘a pgrlcd of not more than six weéks
tlme, then I Lhink we should devote our attention entirely
to the other matter, and at some later time take thms Up .

MR, CHAMPION: Are you speaking anly to the Unit

OFFICE b‘l' ADMINIBTRATIVE EROCEDURE, STATE OF CALIFORNIA
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“ugreement o are you sPeakLng to the FJAld Ccntractcr 3

V=Ag£aement7

e

| MR* BESM@ND i am 3peaking'ta the‘Fie1ﬁ°Cbmtfac4‘ 

»torfs ccn£ract. If the type af caqtrdct is ahanged the

'Fieid'Ff actor 's contract, that euld mean the entire packn,

age has to be redone - ana t&ms is somethlng we have actu-,

’wllv devoted 1 would say, almost a full year to,

MR LHAMPEON The Unlt Opezatmmg contract did not;

come under great qnestlcn here.

MRE.. DESMO&D Not a great deal, a few qu@stlons.

One is tied‘to the other,' If we startvaver, we start over

‘the whcle thing and we are not golng to be able to do tnat

GGV,_ANDERSON' You mean 1f We attempted Lo3 in a

that one suggastlon of Lnterests avd still have the one opa
atxng uﬂlt that this would mean startlng all over agaln?
MR, DESMOND : I think it would

| GO?Q'ANDERSON: Why? _And I was goingAtb'askﬁyou
earlier ~~- whyydidn‘t,you get agreements in writing on thé»
Unit Agreement\hefare actually thefcpntract‘itseifq | -

- MR. DESMOND : No féason not to. Mr Shavelson, of

courme, cammehted there that we have all these letterb -
as soon as it is approved, fhay are ready to sign.

GOV, ANDERSON: Why'don t you get them‘S1gneé up
»befmré?

MR. DESMOND: I made that suggestion., If the

QFFIGK OF ADMINISTRATIVE PROCEDUNE, BTATR OF CALIFORNIA
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- Comm13510u makes thﬁ condltlan Lhat Lo lat Ehla cantract

- out to bld tbat flrst there musL ‘be whatever assurances ',jj

‘you go through the araaedhre untll you have got these com~

15|

naeded that g Elne. There 13 no- othev reason‘g L thlnk

yeu have Heard these p@opl@,~ Now, sevaral Qf the campanles 1

- have advxsed that they arve r@ady tu 3Lgn and Wlll do g0 upam:

R
It

approval af thlS ¢greementﬁ ; S |

Wﬁw, if the agveemenbs are not approved why, oi
course, there is. nO point 1n pro eedlng They have sald as
soon as Lhey are approved tuey will 51gn =~ not as soon as

th& bid cpensor the contract 1scpen.

MR. CHAM?IQN \ The Questlon that was ralsed Dm 1

I/r

mltment57 And 1 thlnk thls is a £a1r questlon. In @ther ,wi

words,‘ig there any raaSOn Wh] they should not be askad to
do thmq r&ght now? R : |

MR, DES MOND e é:bul‘,ai do that. ,

HR*aﬁﬁﬂﬁflﬁN:% 'ﬁhYdon’t,We7d0’it?

MR, DESMOND: A7 righe. e |

MR, CRANSTON: ;*a like to allocate two days ngém:

time. The next'méeﬁiﬁﬂ is Thursday, March 28th, Why“dan’ﬁ‘

we schedulg Wednesday, the 27th,and Thuraday, the ?8Lh?
That would give time for a full prlmratlmn at that time
and WQ could sce where we are. E

GOV, ANDERSON: I would mueh rather see 1t gd

briday and batmrday Two days out of Legmslatur; axe murd@q

(0££~thg~racord dlscus”lan)

OFFICK OF ADMINISTRATIVK FROVEDURK, STATA & 1 CALIFORNIA
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~ may go into the evening.

- tien whlch has been 1ntrcduced and can affect the 1eg1sla~

© @ U O M s G N e

'authors therecof, and to atﬁend the respective lepislative
3 A

e

duty if you didn't,

~

reserve the evenlng of the 28th and we W111 announce it

MR. HQRTIG Mr, Chalrm@n, there is a supplementaﬂ »

ca]andal 1tem.attach9a to your calendars and thlS reqplres

actxon, It is page 39 and 40 and 1t relates to 1egisla—

tive cognizance or operatlans of the CammlsSLon. It is
recommended that the Commissicn authorize the Executive

Officer to discuss the foregoing listed measures with the

coﬂnlttee hearings for the purpose of presentation GL re-
parﬁs of faQuS and eXlStlﬂé”CﬁmmISSlﬁn administrative
procedure and regulations relative thereto,

MR, CHAMPION: You would be derelict inkyourk

MR. HORTIG: If I di.un't have such instructions

I'coulén’t,

MEETING ADJOURNED 5:27 P.M.

kel
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fozce Gf Admlnxstra 1ve Pracedur@, hereby'certify Lhat
. the farego*ng tweaty~on9 pages,dnd pages 1 threugh bk
of the Long Beach Wilmington 0il Fleld 1tem repradmced on

. stencils by me, contain a lull true and correct transcripy

© ® %o ok ou®

'FebrLary 28, 1963.

P T

7CERTI§ICA$E,@FEEPQRTERV_ e

I LOHISE H* L?LLECQ hearlnﬁ repsrter for the

I
ox the shorthaﬁd note& taken by me in the mmetxng of the

STATE LANDS QGMMI%nIQN at Sacramemto‘ lelf&fﬁla on

| ﬂeted Los Angelea ax?h 12, 1963.

xdﬁxgz
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! N STATE L4NDS COMMISSION WTLE CoPY
@ o | " SACRAMENTO, CALIFORNIA
3 February 28, 1963
4
5 CALENDAR ITEM 28
8 UNIT AGREEMENT, UNIT OPERATING AGREEMENT, EXHIBITS, AND FI1ELD
CONTRACTOR AGREEMENT, LONG BEACH UNIT, WILMINGTON OIL FIELD:
8 MR. CRANSTON: We will now proceed with the matter
9 of the Long Beach Wilmington 0il Field, having disposed of
10 matters involving people present here on the agenda.
, 11 1'd like first to welcome members of the Special
12 Senate Committee who are going to sit with us and keep track
13 of this particulsrly vital matter: Senator 0'Sullivan, Chair-
: 14 man of that Special Committee; Senator McCarthy, Senator Murdy,
| 5 Senator Teale, Senator Axinold.
16 Frank, would you get word to Senator Kennick that we
17 are about tc take up this matter? 1T believe he would wish to
18 be with us when we zet to it. I believe he is on the Assembly
19 floor.
20 Just to sort of set the framework for what we are
21 going to be doing, I have a brief statement to read. Before
22 the Lands Commission today for consideration are proposed
23 agreements submitted by the City of Long Beach, setting forth
24 terms for the development of the Long Beach Unit of the Wilning-
a8 ton Oil Field.
26 Revenues to the State of California from this devel-
27 opment should run into hundreds of millions of dellars during
28 the next thirty-five years. We hope that substantial revenue
29 will be forthcoming soon enough to contribute significantly
30 toward the relief of our present fiscal situation. Every dol-
31 lar taken from the tidelands means that one dollar less must
1
N N | e
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come from the pockets of our taxpayers.

Petroleum engineers believe this field may prove to
be the second richest in this coun‘ry. Estimates of its recov-
evable oil range up to 1.5 billion barrels.

The purpose of this hearing primarily is to permit
the City of Long Beach and other interested parties to express
their views on these agreements. The Lands Commission will
not reach a decision on this matter today. However, we will
not procrastinate in our deliberatiomns.

The Long Beach Unit (sometimes referred to as the
East Wilmington Field) covers some 6,700 acres and includes
4,500 acres of tide and submerged lands held in trust by the
City of Long Beach.

The Lands Commission will authorize no development
inconsistant with the preservation of the natural beauty and
recreational utility of the coastline.

In summary, it is the hope of the Lands Commission,
with the help of those present today, to bring about the
development of this oil field in keeping with the bLest inter-
ests of all the people of California.

I think first in order would be a statement by
Frank Hortig of the issue before us. We will then proceed
to hear from Long Beach, and then from these whe would in any
way wish to testify or add tc the information. I would like
the Senators or Assemblymen here to interpose their questioas
along the way, whenever they wish to do so.

Do you wisn to proceed, Frank?

MR. HORTIG: Yes, Mr. Chairman. Summarizing from |
the calendar item, a copy of which is before all members of
the Commission, the industry representatives, and the City,

the City of Long Beach has submitted for approval by the State
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Lands Cummission, in accordance with applicable provisions of
law, copies of a Unit Agreement, Unit Operating Agreement,
Exhibits o the Unit Agreement and Unit Operating Agreement,
and a Field Contractor Agreement, providing for the unitizat.on
of all oil, gas, and other hydrocarbons to be produced from a
proposed Long Beach Unit.

The proposed Long Beach Unit is outlined on the air
photo on the far wall from you gentlemen and includes both the
upland area within the heavy white line to the north, which is
to the upper part of the map, extending to the westerly bound-
ary, which is the jagged north-south line to the left of the
flood control channel and which you gentlemen see terminating
in a curved pier section and extending easterly to the second
diagonal line, trending approximately northeast-southwest; and
if I may step to the map, I will outline this area agair, as 1
have just attempted to describe it in words.

The westerly limit of the area proposed ultimately
for inciusion in the Long Beach Unit would be the line I am
tracing at the moment. Approximately the northerly limit
would be the heavy white line, which I am also following, ex-
tending along the shore to the easterly limits of the ultimate
unit develcpment, southwesterly along the common boundary be-
tween the Cities of Long Beach and Seal Beach, and returning
across the tide and submerged lands to join again the westerly
limit,

Under(discussion for development in the contracts
which are before the State Lands Commission for consideration
for approval are only two sets of parcels, being this area --
which ¥s granted tide and subtmerged lands which have been
granted by the Legislature to the City of Long Beach in trust

heretofore -- and the area of uplands held in private ownership
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and under leése to various o0il companies and to various other
oil operators.

The area between the two lines I have just traced,
and hope that all the Committee can see it, at the easterly end
of this map is the Alamitos State Beach Park parcel, of which
the oil and gas are under the exclusive jurisdiction of the
State Lands Commission; and the manner of development and the
manner of comritment of that portion of the total area is not
under consideration yet. This will be a matter fox considera-
tion of the State Lands Commission in the future.

The contracts which are under consideration by the
Commission relate at this time, or would relate at this time,
caly to the granted tide end submerged lands and privately
owned uplands within the geographic boundaries of the Long
Beach unit, This is also shown, and possibly a little more
clearly for you gentlemen, in the map which is an exhibit
in the copy of the Unit Agreement you have before you.

SENATOR TEALE: Mr. Hortig, the unit to the west
there -- that is presently in production?

MR, HORTIG: Senator Teale, the area to the west is
presently being operated under two sets of contracts, also is-
sued by the City of Long Beach and prior the time of the State
of California having become associlated in a supervisory capaci-
ty by reason of Chapter 29 of the Statu.es of 1956. Immedi-
ately to the west of the westerly boundary of the proposed unit,
and over to the curved pier secticn previously referred to, is
the area which is under development and production by Richfield
0il Corporation; and tne remainder of the area, along the Har-
bor frontage and extending out into the water, is the area that
is under development by an organization known as the Long Beach

0il Development Company.
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MR. CRANSTON: Senator Kennick, how about coming up
here with the other Committee members? And welcome to our

hearing.
ASSEMBLYMAN KENNICK: Thank you, Mr. Chairman.

MR. CRANSTON: Frank, do you want to proceed?

MR. HORTIG: Again in summary, prior to February 27,
1962, the offshore area just described for potential unit devel-
opment, on which application has been received, was located with-
in an avea in which o0il and gas drilling were prohibited by City
ordinance.

On February 27, 1962, the Long Beach electorate ap-
proved an o0il development ordinance for establishment and desig-
nation of a portion of the offshore area, being that area just
described, as permitted drillsite areas, and specifically author-
izing the development of such area from only four offshore
islands as permitted drillsites, to be placed in the generai
area and to be located depending upon, particularly, the engi-
neering and geclogic determinations that would be made of explora-
tion information, after exploration information would permit such
operations.

The ordinance provided that in the development, the
onshore and offshore areas are within geographic boundar es of
a subsidence area which has been established by the 0il and Gas
Supervisor; that repressuring operations can be expécted to pre-
vent and arrest subsidence and increase the amount of o0il recov-
erable, and protect oil and gas waste in a unit undevr cooperative
development of underlying pools.

Pursuant to the ordinance, any drilling opevrations must
be conducted in a manner consistent with comservation practices,
with exploitation operations to be conducted in a systematic plan

of development, in an economic manner consistent with the best
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oil field praétice prevailing in the adjoining Wilmington Qil
Field.

As a result of this proposal to the State Lands Commis-
sion staff, and predicated on a Long Beach Harbor Department
resommendation that consideration be given to employing for de-
velopment of the new unit area the same practices and methods
and techniques as had been utilized heretofore by the Harbor
Department -- specifically in connection with those same opera-
tions, Senator Teale, as are being conducted by Richfield 0il and
Long Beach 0il Development Company -- the Commission staff ex-
pressed the need for preparation of an engineering and economic
study of the previously existing operations, to prove their
feasibility from an engineering and economic standpoint.

Such report was submitted by the City, an” the staff
also prepared a separate report, generally in concurrence as to
findings -- particularly, that economic analysis of pzst perform-
ance under actual waterflood operations indicates that this has
been an extremely effective method of increasing oil recovery,
and that the oil revenue from the developed portion of the Long
Beach tidelands will be considerably greater than it woul? have
been if the waterfiood program had not been undertaken. However,
it must be noted that for application to the Long Beach Unit,
the waterflood program conducted in the developed and partially
depleted field will require modification because of reserveir
characteristics which not only may but will certainly vary from
those in the developed field which are expected, and some have
already been found within the geographic boundary of the unit
area.

The purpose of the agreement, if achieved by the City,
is to accomplish the following: (1) To promote the conservaticn

of oil and gas in the unitized formations and to secure other
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benefits obtaiﬁable through the development and operation of the
unitized formations as a unit under the terms, conditions, and
limitations therein set forth; (2) To initiate and conduct rxe-
pressuring operations in accordance with the provisions of the
City ordinance and the Public Resources Code; and (3) to increase
the maximum economic quantity of oil and gas ultimately recover-
able from the unitized formations through repressuring operations.

Now, the surface area overlying the anticipated produc-
tion zones within the entire unit area is approximately 6,706
acres, of which 4,500 acres lie within Tract 1. That Tract 1 is
the tract of granted tide and submerged lands only. The total
recoverable oil reserve.....

SENATOR DOLWIG: What do you mean by '"only the tideland
area''?

MR. HORTIG: Tract 1.

SENATOR DOLWIG: Tract 17

MR. HORTIG: Yes.

SENATOR DOLWIG: 1Is that tract the upland area?

MR. HORTIG: The upland area is identified as Tracts
3 through 91, and the Alamitos State Beach Park is Tract 2. The
area in green, Senator, which is the granted tide sud submerged
lands, is Tract 1; the passionate purple is Tract 2; and the yel-
low area is the upland private ownership; and this is a reproduc-
tion of the map which is in the document you have before you.

SENATOR DOLWIG: The proposed Unit Agreement covers
all these tracts?

MR. HOXTIG: All but Tract 2. The proposed Unit Agree-
ment relates only at the present time to dewvelcopment of Tract 1
and those tracts, 3 through 91, in the upland. The unit did not
include Tract 2, the Alamitos State Beach Park parcel, in which

the oil and gas are under the jurisdiction of the State Lands
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Commission. Tﬂe manner of development of the State Beach Park
parcel is a matter of determination in the future.

SENATOR DOLWIG: In other words, development of that
i3 in the future?

MR. HORTIG: Yes.

SENATOR TEALE: To the east of Tract 2 on that map,
the heavy white line that goes out, what is that tract? Is that
under development or what is it known as?

MR. HORTIG: That area, Senator Teale, is a State lease,
P.R.C. 186, held at the present time jointly by Humble 0il and
Refining Company and Texaco Inc. This is a lease awarded by the
State Lands Commission under competitive public bidding, approxi-
mately in 1945. It is under development; it is under operation --
there are upwards of sixty producing wells on that lease.

SENATOR TEALE: Does c¢hat overlie a portion this?

MR. HORTIG: The heavy white line is a representation
by the City of Long Beach as the possible estimated productive
limits. This is not an interpretation by the State Lands Commis-
sion or State Lands Division staff.

SENATOR O‘'SULLIVAN: Mr. Hortig, what are returns
annuaily from the Humble and Texaco lease?

MR, HORTIG: I am sorry, Senator - - It is a variable
royalty rate, inasmuch as when the lease was awarded the bid
factor was the royalty schedule to be applied to the individual
production rate of each independent well, and it has ranged per
well between the ranges of approximately sixteen per cent to
something in excess of forty per cent royalty, Senator. We can,
of course, and will, prepare for you.....

SENATOR O'SULLIVAN: How much money did we get out of
it last year?

MR. HORTIG: Offhand, again, this being one of seventy-
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odd leases which we have under operation, I would hesitate to
answer; but we will prepare a tahulation of the specific area.

SENATOR O'SULLIVAN: Over the period of the lease since
1945 -- the history of that?

MR. CRANSTON: Complete history.

SENATOR DOLWIG: Could w2 have enough copies to give
to the members of the Senate Committee here?

MR, HORTIG: Of this same report?

SENATOR DOLWIG: Yes,

MR, HORTIG: Yes, sir.

MR. CRANSTON: Frank, do you want to proceed?

MR, HORTIG: Under the Unit Operating Agreement the
City is designated as Unit Operator in view of the fact that the
City is the holder in trust of the majority of the area which
would be developed, as grantee of the tide and submerged lands.
The Unit Operator shall have, subject to the terms, provisions
and limitations expressed in the Unit Agreement and in the Unit
Operating Agreement, the exclusive right to develop and operate
any committed parcels -- in the first instance only Tracts 1 and
3 through 91, as previously explainad.

The Unit Agreement will become effective as of 7:00
o'clock a.m. following the first day of the calendar mcnth which
commences after all the following events have occurred: - -
which requires the commitment of Tract 1 as a committed parcel,
and that parcels which constitute sixty per cent of the surface
area of the Town Lot area have become comuitted parcels. There
are letters of intent and agreement already for far in excess of
sixty per cent of the Town Lot area to be committed; so that for
all practical intents and purposes, steps 1 and 2 already exist.

This would be followed by the City executing the Unit

Agreement and Unit Operating Agreement as Unit Operator; and
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would require the City, as the Unit Operator and as to Tract 1,
to have entered into a contract with a Fieid Contractor for the
development and operation of the tract.

Finally, there would be the requirement, which is statu-
tory, that the Unit Agreement be approved by the State 0il and
Gas Supervisor, pursuant to the applicable provisions of the Pub-
lic Resources Code.

Unless the Unit Agreement becomes effective on or be-
fore January 1, 1964, or such later date as may be stipulated in
writing by tha City and the participants of the Town Lot area,
but prior to January 1, 1965, the entire agreement would be of no
force and effect.

The principal matter, then, and the one of direct im-
port and of primary consideration by the Commissiocii here today,
is as to the nature of the proposed Field Contractor Agreement,
which the City proposes to award after approval by the Lands Com-
mission to the highest bidder, pursuant to competitive public
bidding; and the mechanisms as provided in the Field Contractor
Agreement are detailed starting on Agenda Page 6, providing for
payment by the Field Contractor to the City at a rate at the op-
tion of the City of an amount that would be prepayment for three
years of an aggregate amount of fifty-one million dollars. |

Of this fifty-one million dollars, fifty per cent would
go to the State of California -- at the present time to the Water
Fund, pursuant to the provisions of Chapter 29 of Statutes of
1956. It is anticipated in the contract that approximately at
the end of the three-year period, by which time aggregate pre-
payments of fifty-one miliion dollars have been made, net profits
from the operation,by reason of actually heving developed oil
wells within the geographic limits of Tract 1 from four offshore

islands only, will exceed a million~dollar-a-month payment, which
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the operator has been making up to that time as part of the
fifty-one million dollar aggregate; and thereafter, when such net
profits do exceed such payment, then the City's option to receive
the aforesaid monthly payments will cease and all subsequent pay-
ments will remain on the basic of the bid percentage of net prof-
its accruing under the agreement -- in other wards, in accordance
with the bid percentage of the net profit that was offered by

the Field Contractor to whom the City awarded the contract pursu-
ant to competitive public bidding.

The Field Contractor Agreement also provides for the
City Manager to exercise close supervision over the Field Contrac-
tor's operations, including the power to control all unit opera-
tions and to compel the Field Contractor to perform in accordance
with the City Manager's determinations and approvals.

MR. CRANSTON: Frank, we might clarify -- we don't
there -- before we proceed. You referred to the fifty-fifty
division with Long Beach under present law of the advance payments
and all future royalties. I think it should be clearly under-
stood that that division, which has been subject to discussion
recently, is in no way embodied in this contract and has nothing
to do with the adoption of this contract. We can adopt this con-
tract quite apart from the fact that there is presently a fifty-
fifty division, or quite apart from the fact that there may be a
revision of that.

MR, HORTIG: This is correct, Mr. Chairman, because
under Chapter 29 of the Statutes of 1956, adopted by the Legisla-
ture in settlement of the Mallon case -- which I am sure Senator
0'Sullivan and the other attorney members will recall -- the
provisions are that the City remit to the State fifty per cent
of the value of the oil and one hundred per cent of the value of

the gas derived from any operations on granted tide and submerged
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lands under any contract. Inasmuch as this has been applicable
to pre-existing contracts, the L.B.0.D. and Richfield contract,
this would equally be applicable to any contract mnow approved by
the City. The difference is that this is the first time since
Chapter 29/56 that the City has proposed to enter into a new con-
tract; and by the terms of the 1956 statute, the City may modify
or enter into a new contract only with the advance approval of
the State Lands Commission.

MR. CRANSTON: The point I want to make crystal-clear
is that at this time we can consider this proposed contract and
act on it whenever we wish to do so, wholly apart from what may
be done in the future on the fifty-fifty divisiom.

MR. HORTIG: That is correct. The provisions of Chap-
ter 29 are wholly independent of any decision made now by the
State Lands Commission.

MR. SHAVELSON: 1In this connection, I might point out
that Section 11.5.2 of the Unit Agreement provides that the State
will receive that share of the production from Tract 1 to which
it is entitled under Chapter 29 judgment as may now or hereafter
be provided by law.

MR. CRANSTON: Thank you very much.

(Assemblymen Whetmore, Ashcraft and Deukmejian
introduced)

MR. CRANSTON: Frank, would you r:larify one other point
if you can do it in a nutshell -- the difference between this con-
tract with the Long Beach City area and the normal procedures
which are purely under State jurisdiction, where we go to the
bonus payment in contrast to the net profit situation here. I
think that is important -- what we do in this situation and in
other situations.

MR. HORTIG: Under existing State law, as detailed

in Divisicn 6 of the Public Resources Code, the State Lands
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Commission may offer for lease tide and submerged lands and other
lands under the jurisdiction of the Commission pursuant to com-
petitive public bidding; but, limiting the offering to what is
considered oil and g.s leases -- that is, authorizing the success-
ful lessee to remove the oil and gas at his cost and to compen-
sate to the State for such removal! -- the manner of compensation
that can be offered can be elected in one of two directions at

the option of tﬁe Commission: Either, on specification by the
Commission, the bidders may offer to pay a cash payment or cash
bonus in consideration for award of the lease and commit them-
selves to pay royalty on any production actually achieved, in
accordance with the specifications in the iease; or the Commission
can elect the alternative of awarding the lease to any bidder who
offers to pay the highest percentage of royalty on the production
which might be achieved, without requiring any cash bonus payment.

SENATOR DOLWIG: Mr. Chairman, I think it would be help-
ful if Mr. Hortig would compare this proposed agreement with the
agreements you have at the present time, and point out how it
differs from existing agreements. I think it would be more
understandable.

MR. HORTIG: If I may, in response to Senator Dolwig,
go to the existent form of agreement as utilized by the City of
Long Be: "h and other areas under development and then compare
the new agreement as to its modifications, in that form it is
quite covered, Senator. In the case of the granted tidelands of
the City of Long Beach, where the City of Long Beach is the
operator for the State and the State is beneficiary in the pro-
ceeds of that operation only by reason of Chapter 29 of the Stat-
utes of 1956 that a portion of the revenues be paid to the State,
but that the City is the operator of these lands -- early in the

development program and before the first lease was issued, and,
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indeed, leases were under comsideration for offer in Long Beach
in the same general manner which is still used by the Lands Com-
mission, under Stat. law as I have just outlined a serious legal
question was raised in that in an oil and gas lease title to oil
and gas is conveyed to the lessee. The granting statutes for
the grant of the tide and submerged lands to the City of Long
Beach by the State of California prohibit the transfer or convey-
ance cr alienation of any title by the City of Long Beach to
these lands and, therefore, the question was raised whether pos-
sibly issuance of an 92il and gas lease might be such a degree of
conveyance of title as to invalidate the original tideland grant,
resulting in the entire granted area reverting to the State of
California.

So the City of Lecng Beach determined that the only
certain method, in their opinion, for securing development of
the area was mot to issue an cil and gas lease but, rather, to
enter into the oil business -- to have the o0il and gas developed
for the account of the City of Long Beach by what is effectively
a service contractor. This is used in the colloquial sense. 1
hope the attorney members of *he Legislative committess will for-
give the lack of precision, but I am simply trying to state these
things in their comparative perspective.

The Long Beach 0il Development ....

SEN.O'SULLIVAN: Do I understand this correctly? Title
to the oil and gas passes to the lessee, is that correct?

MR. HORTIG: That is correct.

SEN.O'SULLIVAN: At that point, would it become taxable
under the local county tax?

MR, HORTIG: Yes, and he pays the county mining tax
and he pays the tax on the leasehold, as well as all his capital

equipment.
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SEN.O'SULLIVAN: Under this plan adopted by Long Beach
and the plau contained in the unit program and t.e other document,
the title to the oil does not pass to the original lessee?

MR. HORTIG: That is correct.

SEN.O'SULLIVAN: There is no tax revenue under the
property tax of the local district?

MR. HORTIG: Only to the degree that the ultimate
Field Operator-Contractor has capital equipment, which is taxable.

SEN.O'SULLIVAN: His equipment, but not the oil or gas
is taxable?

MR. HORTIG: That is correct. Having developed this
procedure for service contractors, both the parcels previously
identified as the Long Beach 0il Development operation and the
Richfield 0il Corporation operation to the west of the area under
consideration here today are being operated under such service
contracts for the City of Long Beach by L.B.0.D. and Richfield,
respectively, with the compensation to the service contractor
being a percentage of the gross cost of the operation.

| SENATOR TEALE: Will you repeat that?

MR, HORTIG: The existent cperations for development of
tidelands which are in existence in Long Beach today are being
conducted by an organization known as the Long Beach 0il Develop-
ment and by Richfield 01l Corporation; are being conducted under
service contracts which those organizations have with the City
of Long Beach to conduct the oil operation, the compencation to
the contractor from the City being a percentage of the gross
cost of the operation.

The bid of L.B.0.D. in round numbers originally was
that they would perform the service for a fourteen per cent pay-
ment of the gross cost of the operation and the contract was

awarded on that basis. The bid of the Richfield 0il Corporation
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offered to do it for four point five, approximately five per cent,
of the total cost of the operation and for this the contractor
renders the service to the City of providing all the technical
perscnnel, the supervision, the processing, and handling of the
crude oil production and the provision of a market for the sale
of that crude oil; but the title to the oil has remained with the
City up to the time it is sold on account of the City by the
service contractor to whoever is the purchaser of the crude oil.

Now, the modification, primary modification, proposed
in connection with the application for approval for the east
Long Beach unit is that in the field service contractor agreem ent
which would be put out to competitive public bidding, in a simi-
lar manner to that which was utilized for these prior service
contracts, the biddable element would be the cffering of the
highest percentage of the net profit -- not related to the gross
cost of the operation, but as to the highest percentage of net
profits offered by the operating contractor to be paid to the
City of Long Beach as a result of having been awarded the con-~
tract to develop the o0il and gas within this Tract 1 area.

The first subdivision of this modification is that,
also, under the L.B.0.D. and Richfield 0il contracts, the capital
equipment -- the pipe, the pumping units, and so forth -- have
been purchased by the City and financed by the City; whereas,
under the current proposal, all capital costs for e entire
operation would be borne by the Field Operating Crntractor.

SENATOR TEALE: 1In other words, a percentage of the
net profits...

SENATOR DOLWIG: What do you mean by ''met profits''?

MR. HORTIG: This would be the biddable element. 1In
other words, the field service contractor who would be awarded

the bid under the proposal under consideration here would propose
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to conduct the operation and pay the City the highest percentage
of the net profit.

SENATOR DOLWIG: Who determines the net profit?

MR, HORTIG: The manner of determination of the net
profit is spelled out in the Unit Agreement, as to what costs
are chargeable to the operation, and the costs are subtracted
from the o0il produced -- the differential would be the net
profit; and of that net profit, the highest percentage offered
to be paid to the City would be the determinant in awarding the
contract.

SENATOR DOLWIG: Has the State entered into any con-
tract on any State-owned tidelands of a similar nature?

MR. HORTIG: Remotely similar, sir, in that we have an
0il and gas contract with Standard 0il of California for a por-
tion of the bed of the Sacramento River which flows through the
Rio Vista gas field, on which the State is being compcasated at
the rate of approximately fifty-one per cent of the nei profits.

ASSEMBLYMAN WHETMORE: Does this substitute the net
profit concept for the cost-plus concept?

MR. HORTIG: That is correct.

MR. CHAMPION: As I understand it, Mr. Hortig, we
could not, on a straight State lease, follow this procedure under
present State iaw.

MR, HORTIG: Under present State law, pc.

SENATOR DOLWIG: Would you give me the answer to Mr.
Champion's question?

MR, GRANSTON: He said under present State law we
could not on State-owned tidelands operate under this kind of
procedure.

MR. CHAMPION: Only with Long Beach can we go into

this type of operation. The State could not enter them because
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SENATOR O'SULLIVAN: Does the State have any studies
showing the size of this field, the possible production, and
its present values?

MR. HORTIG: Only in general terms, Senator 0'Sullivan,
for the reason that the area under discussion has yet to have
- :s first producing well drilled into it; and, secondly, the
only data that are available are a real scattering of core holes
which have been drilled from mobile marine equipment over the
area, which give a series of possible indications but nothing
to a degree of precision.

All estimates that have been published are necessarily
predicated on the assumptions, by and large, of these core holes,
the results of which have been made public, indicating tha% there
is a high potentiality for o0il and gas accumulations to exist
over the majority of the area; the fact that the Wilmington 0il
Field, which is the largest oil field in California, adjoins and
lies immediately to the west; and the fact that the State has a
producing oil and gas lease with cver sixty producing wells imme-
diately to the east -- giving an approximate basis for estimating
that if the averages from east tc west should hold and consider-
ing the areal extent of the possible productive limits, up to
one and one-half billion barrels of 0il could be producible under
repressuringmethods of operation and using the technologies
which are, in fact, used in the oil fields today.

SENATOR O'SULLIVAN: Based on that, what would that
amount to?

MR, HORTIG: On top of the ground, and assuming for
ease of average three dollars per barrel -- three billion dol-
lars. This, of course, does not provide for the tremendous cost

of developing and producing this oil from under the harbor area
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or the areaadjoining the harbor -- the underwater area offshore
from Long Beach. Actual net return estimates have been made
ranging from a possibility cf, zgain, a gross ultimate return

for the life of the field of a billion dollars to again a billion
and z half dollars net -- which,under the present distribution
formula under Chapter 29, would net to the State of California a
half billion dollars, as well as to the City of Long Beach; on
the higher estimate, seven hundred fifty million dollars each.

SENATOR O'SULLIVAN: Do those estimates include the
entire area lying within the heavy line?

MR. HORTIG: No, sir; they do not. These include only
that area down to the Alamitos State Beach Park parcel on the
east, as described.

MR. CHAMPION: To or through?

MR. HORTIG: To Tract 2, exclusive of Tract 2; and on
Tract 2, when developed and whatever it's pocentiality is, the
benefits will accrue one hundred per cent to the State of Cali-
fornia, because this is not an area that is in the status of
granted tide and submerged lands as far as oil and gas is
concerned.

SENATOR O'SULLIVAN: In regard to the Alamitos parcel,
what is the value of that?

MR. HORTIG: We have no current estimate, Senator, that
I think we can quote because this is an area to be considered
for development either in conjunction with or separately from the
contracts under consideration here today, in the future; but
there definitely will be values and they will accumulate one
hundred per cent to the State.

SENATOR O'SULLIVAN: You would assume, though, that
that section there would approximately be per unit worth as much

as the one you previously referred to?
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MR. HORTIG: It could well be.

SENATOR O'SULLIVAN: Or at least as much as the Humble-
Texaco deal?

MR. HORTIG: Well, Senator, together with everything
else being unique in Califorania, particularly so ie¢ our geology,
and particularly in southern California and the area towards the
west, has at least seven separate fault blocks -- which, from
the standpoint of the engineer, are seven different worlds; so
the decision of what is actually going to happen as to unit
faults would be hazardous to make at the present time, before we
have further ccre hole and other data.

MR. CHAMPION: There are no core holes in the Alamitos
area?

MR. HORTIG: There are no core holes that have been
driiled in fhe State Beach~parce1;

SENATOR O'SULLIVAN: Why haven't we drilled that --
core-tested it?

MR. HORTIG: Because of the nominal practice of the
State, dictated by the State law, that exploration results of
State-ovaed parcels may not be made public and, indeed, it would
be a misdemesanor for the State Lands Commission to do so pursuant
to the Public Resources Code. This section of the law does not
apply to Long Beach exploration -~ to core holes on their granted
tide and submerged lands.

SENATOR O'SULLIVAN: The statute goes to making the
news public?

MR, HORTIG: The statute goes to withholding the news.

SENATOR O'SULLIVAN: The information has been gathered?

MR. HORTIG: No, sir; it has not -- because there has
been no exploration on the Alamitos State Beach Park parcel be-

cause title to the oil and gas was in litigation with the City of
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Long Beach and this litigation was only resolved early last year;
and, as a matter of fact, almost concurrently with the develop-
ment or the modification of the anti-drilling ordinance by the
City of Long Beach; and all staff efforts havea had to be devoted
to bring this proposal of the City of Long Beach to a point
where it could be presented to the Lands Commission.

SENATOR O'SULLIVAN: I don't mean to convey any
criticism by my questions.

MR. HORTIG: I appreciate that, Senator. I am just
trying to answer the questions as they occur.

MR, CHAMPION: In pursuit of the Senator's point, I
realize there can be no validity to this figure you have been
using in your calculations; but assuming there is the same kind
of potential in the Park area as the other, what order of magni-
tude are we talking about in terms of money?

MR. HORTIG: Well, actually, there are estimates of
so-called initial equity allocations as to what oil and gas
values may be contributed by the various parcels, which at the
present time range for guesstimating at eighty-five per cent of
the grand total would be contributed by Tract 1; five to seven
per cent by Tract 2; and the remainder of the one hundred per
cent by the upland areas. It is not only a surface area problem;
it is a matter of possible productive limits and complication of
productive capacity by these numerous faults which we do know
exist and, as I said, make every fault block to some extent
practically a different world so far as probabilities are
concerned.

SENATOR DOLWIG: Mr. Hortig has just given us the
estimated production on Tract 1. Mr. Chairman, do you have an
opinion from the Attorney Gener=zl that this contract is legal?

MR. CRANSTON: The representative of the Attorney
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General is here and can speak to that point.

MR, HORTIG: If I may point ocut, on page 7 of the
agenda item, Senator Dolwig .....

SENATOR DOLWIG: I have read that and would like it
clarified.

MR. HORTIG: Having paraphrased the Attorney General,
I pass it back to the Attorney General.

MR. SHAVELSON: Yes, Senator; without, of course,
expressing any opinion as to its efficacy or desirability, we
have determined that it is the type of contract that the Commis-
sion may approve if it determines it is to the best interests of
the State.

SENATOR DOLWIG: Mr. Hortig, you have given us the
estimated production of Tract 1, haven't you?

MR. HORTIG: Well, both on Tracts 1 and Tracts 3
through 91.

SENATOR DOLWIG: Eighty-five per cent for Tract 1l....

MR. HORTIG: Eighty-five per cent of a billion and a
half barrels.

SENATOR DOLWIG: What are the limits of Tract Number 17

MR, HORTIG: As shaded ir green in the map to my right,
in Exhibit B to your right. This is described by metes and
bounds in the proposed Unit Agreement.

SENATOR DOLWIG: Has the metes and bounds description
been approved by the Lands Commission in Tract 17

MR. HORTIG: This is one of the items under considera:
tion in conmnection with the approval by the State Lands Commis-
sion, and today is the first time that this matter is being pre-
sented to the State Lands Commission, so the State Lands Commis-
sion has not yet approved it. Additionelly, of course, tliere is

the question .....
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SENATOR DOLWIG: Pardon me, don't go off on that. Has
there been a metes and bound description of Tract 17

MR. HORTIG: There is a proposed metes and bounds
description for the purposes of this agreement, but not to be
binding as or indicating that the location of the ordinary high
water mark is the shoreward boundary of the granted tide and
submerged lands.

SENATOR DOLWIG: Well, Mr. Chairman, is there a metes
and bounds description of Tract Number 17

MR. HORTIG: Yes.

SENATOR DOLWIG: And has the staff done it or has Long
Beach done it?

MR, HOKRTIG: The City of Long Beach has developed it
and presented it for consideration of approval for the purposes
of this agreement only, in that it is provided also in the agree-
ment that if, in the future as a result of adjudication -- and,
as you are aware, Senatbr, there is litigation between the State
of California and the City of Long Beach as to the location of
the ordinary high water mark, as to the shoreward delimiting line
of the granted tide and submerged lands, but in the segment west
of the area under discussion here -- as and when the courts decide
and establish the criteria and determine where this dividing line
is located legally, if in the application of this criteria the
boundary line (the dividing line) would be found to be at a
location different than agreed to for purposes of this agreement,
there will thereupon be an adjustment of the description of
Tract 1 and a re-allocation of the equities and any other alloca-
tions that have been made on Tract 1 -- whether the line moves
shoreward or seaward.

SENATOR DOLWIG: Mr. Chairman, may I ask the Attorney

General what the status of that litigation is?
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