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| ; ‘ ogﬂoouxs _ ke e y 5
CRAIRMAN cnammm The meeting will please come et
‘brder : o ,‘ S SR {; :
yﬁ» - Fi frst order of business 53 Minutes oﬁ the 1ast
 *,meeting What is the pleasuve of tha Ccmmittee?
| MR. GRANSTGN  Move for approval | E

GOVSRNOR ANDERSON: Second. |
. THE CHAIRMAN Minutes to stand approved. |
Item 3, PBfMltS feasements andlrights—of-way to

o f
be granted to public and other agencies at no fee, pursuant

»’1‘t0 atatute Consideratgon xs the public benefit

(a) D@lta Telephone and Tel@graph company -

Nfuﬁasement 0. 13 aare tide and aubm@rged lands of Sacramento

River, Sacramento COunty £or cgnstruction and maintenanc@ of‘ i

k;'ﬁsubmerged telephene cable.

(b) Parker Valley Tﬁlephone COmpany - Easement

10 feet wide and 510 f@et long, adross Goloradc Rive,, San
Bernardino County fox overhead tpl@phone cable.

GOVERNOR ANDERSON: Are these public agancies?

MR HORTIG§ 'No,*sixf They ave teléphona‘corborations.

GOVERNOR ANDERSON: Both of them? s it our poliey N
to grant them @aséﬁenté 1ike,thataﬁ’no cost?

MR . HORTIG: It is not inoliay$ Govéﬁncr; It is
Hprescribed by‘the statutes in the Publie Utilities Code

| that telephone and telegraph companies are entitlzad on

L HnaSR v 1080 BRG
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MR, HQREIG*  ﬁo, sir.

fHDiVigiﬁn dﬂe%, hﬂl&ing thema ta a,minimum.xer pract’cal

‘i0paratiam fmx the puxpose for which th@/lands amasought

THE CHAKRMEN

'Londitions, guch as whether it shauld ha overhead 0T under~ l

2

MK. HDRTIG‘ ’Genefally no. Thls is detprmined by nne

In some areas wbere p!anning

kfaammissiaus and zoning are applmc&ble this is determined by 1
| 1oca1 autncrity, and in the esse mf’these £wo appliaations |
and tbe locatian across desart axeas immadiately adgoxnmng

| the Colarada Biver, there has been no quebtion of applicatiant

/

. THE mmm«s :
W&S emrious abauﬁ that

MR. HGRTIG‘

*overh@ad arossing on navigabla watera it determines, Lhe u. S

‘Army Gorpﬁ of Engin&ers, that thia is suffiaient nﬁvigation

ulearance, which has bean daterminaduin both of these

yﬂn$Lanaa$ by the Garps of Engineaxa,{\:_

THE, CHATRMAN 3

VIf we wish to say for other reasons that bethar this c&sa -

aand I don' t know of any raasan to do 80 -~ that we wanted

a cable underground, could we ingism on a cable und@rgrmumd? . \

Othexwise it doesn't seem to me that thexe dis any reason for |

o thﬁ? detarmime the Siz&’af thif?ffﬂf’
Th& &t&ff Of th@ Stﬁt@ Lands f,};f7; '

Do we have any‘autherity to determmne    ;

-1 didn € mean ta r&ise the question. 1

Additicnally, ‘the cther one tbat detarminesl

1 was ju&t raising an aead@mic quésmign‘“ f;wV

RIS etk O apo
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MR HGRTIG°~ It is auth@rized by the Code but it is

desirable that they be passad an fmr a record oﬁ oﬂﬁﬂpancy,‘J

| as\to a xecord 0f*\ccupancy of State Lands

.....

THE GHAIRMAN» (c) Parker Valley Telephone/Cbmpany -

masemﬁnt lﬁ feet wmde and 655 fﬁ@t long, across colorado

| River, Rivarside Gounty for overhead telephcne cable

(d) United States Axmy,.corps oi Engineers -

.Permit to dredge approximately three millaon cubic feet of

beaah-filT materlal from Anaheim Bay, Oxange Gounty, from,,
November 1 1963 to July 31, 1964 hvach erosion contral
projeat

| @a)' United Stﬁtes ofﬂéﬁ&rica - Life-of structané,

5 _permlt for deposltion of Phree‘millian cubic yards of beach,

ffill material on 280 acras txde and submarged lands at

Surfside and Sunset Beach Orange County for prctection of

'Orange Gounty sharellne fromwﬁnaheim,say to NaWport Beach.

GUVERNOR.ANDERSON I so move .
MR. CRANSTON“ SEGGnd |
- THE CHATRMAN $tand approved

i}

= Ltem 4 permits, eaﬁememts, 1eases and rightg~cf~-

way issued purauant to statutes and astablished rental

pclicies of the Gommission, .
(a) Arizona Public Service Company - 49-year

| eusement, 0.33 acre submerged lands of Colorado River, San

CHERICE OF ARMINIBTRATIVE PROCKDURY, BTATIL OF CALIFORNIA
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-head’wira crossing
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| deed cove:ing parcel oi tide and submarged lands of Mad |
.River Slough. ﬂumboldt County, undar Pxpired Lease F RJC
,;9/0 1. |

§ P, R C. 593,1 0. 378 acre tide and submerged lands of

© 0w O, A G P B

 2wye&r praspectlng permi», 94 127 acres vacant school 1ande,

San Bernarulno ﬂouﬁ» » for all minerals othar than oil and

| Browns Island by diremtienai»&#illing.
§476.64, |

Bernardino Ccunty for'eonstruction and maintenance of mveru.
Tota] renial §3@6 zs | |
(b) R. H, Emmetson &'Son‘«

{c) John A. Fitzgerald - 1«vear renewal of Leasa -

1dd1@ Riverg San Joaquln Counby used as a fishiug resart
Annual rental, qlSO 00. |

{d) HW%ard Humt andAAdam Natalle partners -

e

gas, at standard royalty ra&es

Qa) Williwm 1. Mbore - Swyear gr iug lease,‘,‘

13 830 66 acr@s school lands San Bernardino County‘ Annual‘ -

rental, $207 46,

(£) Paciflc Gas and Electrie Gompany - @Quyear

'e&semant .25 acve tide and submerged lands of Burns CuL~o£€¢

San Jaaquln County for construetion and maintenance of
overhead,wiré “Total rental, $1 150 03. |

| (g) Occidentax Petraleumxﬁorporatlan - 15-year
Subsuﬁfae@ aasement,_36 aar&svcida and submﬁrgedvlands aﬁv‘
NewYbrk‘Slough;’Gonira,Goﬁﬁa,cognﬁy td drill for gas under

Annual rental,

Anceptance oE quitclaim |

QPEICR OF ADMINIGTRATIVE PROCEDURE, BTATR OF CALIFORNIA
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Gh) Phillips Petroleum Campany~~ 49«year eaﬁemant,, ;
}f7 7?& acxes tide and submerged laﬂds of Eanta Barbara |
f}Channel Qant Barbara county far submarine f°WW Iines‘
 frcm.We11»N0 é Sta&e Uil & Gas Lease .AR G 2933 1”

"ﬁnnual rental, §@2@ 84, ‘ S e
(i) Philxips Petroleum CQmpany - é9~year easemgnt, 1
,5 636 acres tide and submarged 1ands of Santa Barbara

-CEannel Santa Barbafa Caunhv for submarine flow llnes from

: We11.No 5 State Gil & Gas Lease P.R.C. 2933 1 ,Annual

'rwntal $16@ 10. | |
. (J} Fhillivs Petroleum ﬂom@any - ﬁefermant of ,

~dri*11ng requirements under Oil & Gas Laase F R C. 2207. 1
;Santa Barbaxa Gounty, through June 21 196& to allow tlme
:Lor'studiea to determine whethex further drilling is

7

‘Justifled - 7i ) .\\

//

(k) San clemente SPartiishlng, lnc “5~§ear |

,‘minorAStrueture permlt 8 acres submerged 1and in Gulf of

Santﬂ catalina near San Glemente Municlpal Plex, Oranga

~:C0unty ‘for mmoring huaya fer commercial sPQrt fishing and
‘ ,charter bcats.‘ Annual rental, $240¢ Te replacerpermit that
expired Marﬂh 4, 1962 S . |

(1) Shell Qil Ccmpany - Geophysical axplnration

'p@rmit for permod October 24 1963 tnreugh April 23, 1964 e

MR HGRTIG Mr. Chairman?
THE CHATRMAN: Yes.
MR HORTIG: May I interrupt? The application for

OFFIUR OF ADMINIETRATIVE BROGBDURE, STATE OF GALITORNIA
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‘7gamphysmaal exﬁlaratian permit is requeﬁted to be d@ferred
b'far consider&t&OQ at this meetlng, fox tbe reason that ‘
'J'legal que$tiéns\£ad been raisedAaa te the app 1cabllity |
”i'of existing g@op&ysical exploratian uermmt& heretofoxe |

. 1ssued by the atafe Lands Commlsaion¢ Hnder those :   B ,@ 

‘_should npt,consider:issuaneg ofjaddi&ional permltﬁ-in,the '

;| same form ag -~ |

to another meeting?
'vafter we go. thruugh the rest of these items then, glve the

"after we have discussed thﬂ other ltems.

¥ af Lease P.R.C. 58“ 1, covering Ark Site Nc 11, Corte
“ 'NRdera Creek Marin County. S B | .

'issuance by Ex@cutiva Offic@r of an “Amendment and
‘Mbdificatiﬁm Of Exchange Qil & Gasg Lﬁase 39 1 P R.ﬁ’

‘4Secondary Reuovery” providing for>establishment of rayaity

) as authoriaed by Sectiams 6830.1, 6830.2, and 6830.3 of the
Public Resources Code added by chapterr979/61.

aircumstances the %taff feelﬂ that«the Lands Commission - f‘v»

\

‘THE CHAIRMAN: Have the applicants agreed te defer this
MR.‘HOREIG' N@ :Slﬁ

THE CHAIRMAN Why doa t we hold this and take it up

sider that then under Item 4 We will take it up agamn

Gharles ngel - Assignment.fram Nancy H. Helm@rs

(n) Signal 0il and Gas Company - Execution and

fate forx “secondary olliM resulting fzomkwa&arnflaod uvmration,

OFRFIEE OF ADMINIBTRATIVE PROCEDURE, BTATE OF SALIFORNIA
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&GOV@RﬂORkéﬂﬂﬁRSQN | Gould ycu devalop this 1ast one a

7f'litt1e bft? 1& this the first timﬁ we have establlshed

 ﬂjps1icy on this type of thiﬂa. ,*

MR» HﬂRmIG' Thls is carreaw, sir; This is pursuant

‘;fta tﬂe ﬁirst appllcatlon under statutes of 1961 which for

G the ilfst tlme authorized the operation under the State 0il -

& Gas Leases in the form here proposed

- If I m@y glve tc ‘the cammissieners charts which

‘*may be helpful aVV@ry brlet ‘summary under existing State
Q 011 & Gas Laases, all mf whlch have now been issued
\‘pursuant to competltive pubch biddlng, and all of whlch

H_requlre a sllding royalty scale determlned by the rate of

A%
“

f[kproductlcn from a lease. In other words, there is a
'minimmm raydlty Sﬂacified In the sub;ect 1ease under
“;consideratlon the statutory*minimum was . 12 1/2 per cent ,
: A~and thls iS“specified in thL contract ‘and a slldrng scale
' jen above 12~1/2 per’cent whenever the preductmen exceeded
’ somgthing @n the oxder of &ﬂ barrels per day pnl well

] '-avarage | No ceiling speciiied but the practival exi@ t of -

the sliding royal&v scale in this partlcular lease is such

tha in all probability no welx« Wﬂ;Ld ever be devalopad
N

rnar Wouid produce & ca culatad sliding royalty scale, in

exuess of 50 per'cemt. At the time this lease was 1ssuwd

| in 1938 ﬁher&,bad4been no active development of any s o»walled 5
| secondary racovery“or water flooding prajectsﬁ' The baaﬁc

2 it!jnecry is s.mply that after a field has reached a particular

DFFICE OF ADMINIBTRATIVRE PROGEDURE, STATE OF QALIFORNIA
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'?oil recoveryvprocesses.

©c & s ook uw k.

=l
o

wells that are iv exmsteﬁce undet this lease,

i
Xe)

| calculate the royalty rate.

time in its llfe iﬁ can be detexmined to pfobabiy be

1 econommcal ta 1nject salr water or other solutuons under i

pressure 1nto the formation where the oil remainﬁ, and

| wash put or'sweep out oil which might otherbisa remalu o

 underground and not hﬁ pumped up by the nmrmul o prxmary

This feature of artificlal

-stimulaﬁion oY augmentatlon of produution is the featureM-

 rhat is classified as spcondary reccveryﬂ or secondary

productﬁon

‘which in ‘this instance will be conducted at the smle cost
'of the lessee, 1nasmuch as this is an 011 and ga@ lease
‘where all«operating-costs are borne completely by the'v
,lessee, the secondary recovery opexatiom<will be the cost
-to the lessee and.will also When it is put into effect

‘result 1n a stimulatlon af the praduction rates from\the

. This

artificially sfimulaﬁaﬁ rate of production und@r the

\_existlng lease terms “and conditions would have to be used to

in other WOIdS, under ~= prior
to 1961 an opefationvbf this type would have had to be

undertakemrby avlgése%"undér‘ccnditions where he;not‘only‘
invested the moneyrta secnré:the stimuiétién,of‘produetion

and to prodﬁﬁe-éﬁditional oil which would not ordinaviiy be

produced, both for the bemefit of the lessee and the State.

. | But because of having undextaken the operation and increased

the production xate, he would also have to pay a higher

Inasmuch as such a secondarv recovery operation,

o432 189 oK BPO

ORMEK BF ABMINIBTRATIVR PROCEOURE, HYATE DF GALIFORNIA

10,




e A

ﬂgffcalculated penalty il rata, the double buxdﬂn, e¢omomic vﬂ 7

&

,f,burden, of a higher 011 royalty rate, and the cap1ta1‘¢0$M$

'. in Qparating eost& oi a secondary oil operation dmm t

‘ ; ardinarlly result in.a.condition wbere sunh an?;p:ratiun L

|  canvbe undert&w%v , | , o ,
In 1961 the 1egis1ature mmdified the ?ubiﬁc:, 

Rﬁsources Gvda to provide that, with txe appwaval of the

:Lands commission, modiflratian agreements can b& entexed

intm Wlth reapect to any existlng State Oil & Gas Led%a, |

"“,iwhereunder the 1pssee will pay the calculated royalty rate ﬁ~

i\that would have beeﬁ applidable had the lease produced undel 4

‘prlmarlﬁy oil recovery prapedures, and pay a royalty on. the

additional secandary oil recovery, the stimmlated a gmﬁnted j° Iu
u produetion at a rate nut<less than the minimum 1cya1ty =i
 i{frate SPEGified in the lease. -_l,, ”f“ ‘,’,yji

{ t#,As I stated previously, the minimum royaltv rate i
in this subject lease is 12-1/2 per cent Under the =
k;proposal and the mudiilcation agreemmnt that is befor@ you

kand as shown on the firs? chart in the folder I just handea

to you, it would be proposed thmt the balance of the‘ |
Rl | primary oil, whivh is shaded in yellew on the upper chart,
which Wmu]d under normal leaﬁe Qperakicng be produaed at
 '10yaLﬁy rates ranging fzum,apprnximately 15 per cent, if

this operation is undertaken starting in January, 1964,

5 | down to 12-1/2 per cent minimum, with a weighted average B

yﬁff§7‘, 28 | yoyalty rvate applicable during that period of 13.19 per cent. |

OFMER GF ADMINIRTRATIVE PROCEDURE, BFAYE OF SALIFORNIA
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f to th# Qconamics the technlcal feasmbllity, by the staff

i

';of Lhe State Lands bommission, and as to legality of the
“propowed amendment agreement by tha Office of the Attorney -
‘“Generax the pxoposal would be to produce that same
 unrecovared prxmary 611, shaded in yellow in the upper

i diagram.and also in the 1ower diagram, in a shorter period
‘ ranglng again be&ween_apg?ox;matelyM15 per cent down to

 royalty rate ﬁhat would have been applicable to the primery
oil for the remainlng oil which will be truly secondary

‘statute, which is the 12-1/2 per cent, the proposed

el - B - 1 Ty . . S . . o - S ' - i a ° Do

gThe proposal of the lessea and thms has been rev;eWEd as

of time at th@ samé we ighted average oil royalty rate, and

12-1/2 per cent, and théra;%ﬁer PAY the average weighted

recovery 011. which.has ‘been xgcovered simply because ofgthe
mngectian of salt water P T R |

Undef the propcsed operation by our lessee, it is
proposed Lhat this welghted average royalty rate and thls
we;ghted average xoyalty_rate is offered by our lesgsee as
being an equitable‘éilurayalty rate, on oil that the State
would othérwise not have any interest in because it would'4
not be produced but for the sacondary«operation,iand proposed
to pay the same welghted average‘oil royalty rate as they
will pay on the remaining ?ximary'oil. Inasmuch as this

13.19 per cent is in excess of the minimum,requiredvby the

smendment and authorization for this operation is recommended

GOVERNOR ANDERSON: Why do you say they would not praduca |

CERIGK OF ADMINISTRATIVE PROCERDURE, BTATE OF CALUFORNIA
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 that? E uldn t ”hey haveiordinaxiiy waited until the ; ‘  ”’ |
]Eield depleted 1tself, and\khen used the seﬁandary recovery
fprocedure to get that additiomal oil aut at that time
 without having to pay a higher rata? | e

MRu HORTIG~ Not oxdinarily, Gavernor, b ause aetually

1the fatthar dewn toward the economi¢ limit &n a field on. |
ﬂ'pfimary recovery, the 1ess efﬁicient secondary recevary

| becomes,.and th@r@for& having:waited until the pcint you

suggestud at which time the average ail rovalty rate would

“have been & mxnmmum.on primary oil en 12~1/2 per cent, it is

estimgted;that waiting‘and initiating secqndary recovery
at that tima‘wGuld result in less future barrels rec¢v9red;

althaugh admittedly at a lower oil 1eya1ty rate, and the

'interaﬁt, of course pf’l@ssees and the State is to achiewe“"

the maximum barrels xe&overed, and th& -

GOVERNOR ANDERSON: Well, then -~ |
ME.. HORTIG~ “The additional bacvels which will be

- recovered by 3tart1ng the projact at this time is of

economic advantage to the lassee te the point where the

lessee is willing to pay it, the hxgher average royalty

rate for those barrels, rather than wait to the point of

having resched the minimum royalty rate Which.would be
appliﬁable to a lessex number of barrvels im the futura.v

_ GOVERNOR ANDERSON: What has been rhe practice then up
to the present time? Have they just not utilized secondary

recovery inm many cases and just let it -- underx the new law,

. OFBOR OF ADMINIATRATIVE PROGEDURE, HTATE OF GALINORNIA
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 ffL vthe bmint what it,has been in the pamt”
3' ffvopaxatian5 @n any 011 and gas lease
',;_ﬁis that ic?

7 except otie instance a field whlch was started to be develape&
: fjactua11yin 1%96 and went off production in about,1940 but
'~,_on rhw newer 1ease° and ineluding this, as a pioneering lease
| uﬁder th@ State L@nds &ct,y;ndeed~ahis was: the first lease
"issued under the State Land@ Act %y the Stagg of Gaiifornia '

“abandcned.and isnstillvmn production,v It 1sw&130 proposed 5

: be»applied This was not ecanomically f“&SlblP until the

>St&tutes Were amﬁnded in 1961

| were issued by the State Lands Cﬁmmibﬁiﬂﬁ under the State

| TLands Act.

MR EWRTI ; There have bean pe $econdary recovary'\fl

- GQVEKNGR ANDERSGN They have Just abaudaned the fLuld
R

HR. HOR$16°a Wa.‘ Wé>have‘had-nc‘abaﬁdonmaﬁts of fiEié,v 

in 1938 this belng the first 1ease and 1t has’ not been

that this be the first lease whar& secondary racovery will

GOVERNORAANEERSON I am not clear. Do you méén there
’haven*t been abandoned wells because they ran dowa on their _
production and Jmst dropped ﬁh@m at the tima, recovery might
have stepped in at that time and taken over? |

MR, HORTIG: They have not bean abandmned 1eases that

GOVERNOR ANDERSON: How about in private operation wheie
they have not been by the State?
MR. HORTIG: 1In private operation there have been some

) i P s o - o 5 - o I . B .
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‘inot a major field that is under secmnd&ry recovery, fu1;
;secondary operation@ 1 belleVé in ﬁaliﬁornia to date,~ 

{ although there is more experimental Wka _fv,,

ﬁracovary at Lhﬁ same Lzm@ like you are suggesting here?

© ® N e o m © '-*

‘fields, fields awned in fee by private sources that have

‘ beem»anandoned where no secandary recovery nmerations were

~Vfie1ds in Galifornia‘ where various experxmmnfal types. of
Secondary recovery cperations are in effect and being tried
1in various again privately owned fields. We hava the

»appllcation for secondary r@covery fbr the fl*St SLate

,preposed.East L@ng Beach unit development the City cf Lang 

ol

Beach proposes & mﬁthod of operation there whe“e in effect

| be a question.

»secﬁndary aperations of various typas primariiy expeximﬂnbal

A

| GGVERNOR.ANQERSGN‘ What do they do- when they are “ ‘,*
dealing with the State? Bo they develop tﬁeir secondary

MR, HORTIG.' Y@s, sir.é Weld, We now have facing the

Commission a total range of both. primarlly privately owned

ever tried. Wa are in that stage in deve;opment of @il

tideland lease before you today, and in cannection with the.

smgondary recovery would start on the day that primary |
recovery starts. R L |

© GOVERNOR ANDERSON: Subsidence 1s involved in that,
but you are satting & policy here that could daal all over

the State, where subsidence wouldn't, wouldn t neces&arily

MR, HORTIG: This is correet. And subsidence is not

o
N

RO
SRS, ‘\'\\‘
IR
“}
R
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va1argumﬁn2: is presented and can' t ba gainsaid that if it

shauld be 1nvo,ved then 1f pressure maiutenanae is the

] mathod of forestalllng it, than it wxll be forestalled hy
| starting the pressure<ma1ntenance @r-segondary recovery at

tha iate that the primary recovery ﬂtarts."

THE CHAIKM&& Nm, iﬁ is my understanding that 1t was

‘”the develapmant af this situatian which led ta the new

statute, to the new authorizatian,
MR HORTIG:
M. Chairman?
| THE GHAERH&N Well,
this period ' ‘
MR, HOREIG. That is eurrect
GOVERNGE.ANBERSON- Which period is that?
THE CHAIRMKH

The developmant of which situatlon,

the fact that we were entering

Thms parxsd in whx¢h we would begin to

have appliaatlon of secondary recovery == that they were

not proceeding~wi&h this in the ab&ence of Lugiglatian -  ~

made it possible, ox eccnomically feaalble.

Is thaze any ﬁurthar qu&atlen, conment on these

MR. CRANSTON:
the item numbers withdrawn.

THE CHAIRMAN:

I-mave approval with thevaﬁéépticﬁ of

With the exveptimn then of Item ~e I

think 1t was (1) under 4, Mr. Cranston moves approval.

COVERNOR ANDERSON: I will second i, but I would like

7 | | | ¥116:    3
;‘nec33$arily 1 vclved in the Long Beach aitu&tion, but the o

QFPICK OF ADMINISTRATIVE PROGEDURE, STATH OF CALIFORNIA
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the staff to get me a littie more informathn on how this o

is going to wark 1n both private and public development. b

We are setting a policy here that can be pretty far«reaching,'
LI think | -

MR. HGRTIG I think~th& crux of the matter, Governor,

the oil that is shaded in greem is oil that would never be
produced under this lease but for appreval of the prmgeat
by the State Lands Gommissicn 1n the form in which it is

before you, that oil would 1rrevocab1y remain underground

_and.would never come out.

GOVERNOR ANDERSON: Well then, you are assuming then

that theSe newly'experimehtal secondary receveries of

’ reviously abandoned wells are not going to bring anything

{out of there, or brlng out aS*much as you would =~

MR. HORTIG: I don't b@lmeve I smted that the new .

yapplicatzcns cf secondary -

- GOVERNOR ANDERSON: You meg;ioned that there was

experiméntal’3e¢bﬁdary,recnveryrnaw being started by private

concerns in --
MR HORTIG: That is correct.
GOVERNOR. ANDERSON :
MR. HORTIG:

-« in previoualy abandnned wells.

X aﬁ4@{raid to telescope things, 1 tried

to state that we had fields which had been abandéned‘mn

which no secondary recovery attempts had ever been made.

There have been some fields that are approximately in the

fll refer to that firﬁﬁ graph shegt there,, 

OIFFICE OF ADMINIBTRATIVE BROCEDURE, BYATE OF GALIFORNIA




it 1pr0dumtion as thi& State tidelan&s 1ease is, Wh&ra private

“”_ interests are trying various typeb cf secondary recovary

| u  operat1Qns includlng the sait water flooding type of

: ~foperat10n which is here prapesed And then finally we have

Jg;under consideration what may be an ultimate of secondary

recovery, but operatian data alone will tall whether it is
econamxcally desirable to, in effect, stdrt secondary

reccvery @onaurreutly witn prlmary recovery, even in areas

| where there may be no threat 0£ subsidence.

GOVKRNQR‘ANBERSON- WE11 th@se present private attempts

‘then, I taink in ‘the secand graup we are talking about, to

;work ip the fields mhat have been aband@ned br’that have |

been depleted you.arp assuming then thay are not going to

| be succaszul, ot th@y could do the same thtng in here and

Vget the amount that you expent to get out 0f successful

secendary recovery here.

ME. HORTIG: W@ll, the group wﬁere nper&timns are b@ing

| ccnducted @xperimentaily and hapefully economically

»uccessfully are in f*elds where it is exp@ct@d abauk ‘the

samz type of»results will be obtained as they arevexPecteé

to be obtained;under this particgiar State lease. These

'dre not me

GOVERNOR ANDERSON: So we would get this if you didn't
admpt this palicy, and they start a Secandary recovery ar

- that time?

. TRATRALGA 100N gh0
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L MRW HGREIG Ne but if ymn dom t adapt this pclicy,
{?qf@overnor, pursuant tw the Taw ther& wial ‘be nm secondary
H?f  opefations aver attem@teﬂ, becausa the Iessee cannot withmut Qﬁ
|  £:Lth£& amﬁ%ﬁm&nt ﬁaanomieallw gustify a %eeondary racovery ‘”,A
‘;i “%foperatiﬁn Xhey can’t afford both tha capital cost and the;v
| Npenalty royalty ratﬂ whlch wculd ba assessable due to tbe1r 
1vvown efforts, 1f their 1&35& 15 not amended in accordance
Tiwith mhe statutory authorization.v.‘ R ", | ,' ,
L GOVERNOR ANDERSON: We are not talking about the same

:'\ th1ng

MR SIERQEY Mr. Ch@iiman, may T &Sk'é_¢0up1é'éf'
i:questions7 B T » |

THE dﬁAIRHﬁN: Yes indeed. SR e

| M&, SIERD?Y” Try to clarify something. 1 understand'
 “that’¢~ is this correct, Mx.»ﬂortigd that that statute under
v‘vwhmch thls mndiflcatﬁon is propased this 1961 statute
‘refers cnly to situ&tioﬁs where secondary recovery is

| pmmposed Yy rhe 1&34@&?

© MR. HORTIG: That is correct.

MR, SIEROTY: In ﬁther werds thereis no modification

21 ;prupnsed until the lessee Waﬁt& to engage in secondary

22 | xe mv«,ry? ‘ L
. 23 MR.ZORTIG: That is correct.
24 MR, SIER&TY: Now what we do is to take the average

26 | roynlty that would be received, as the lessee, had the

26 | Llegsea not engaged in secondary recovery, ls that correet,

g
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ﬁ',tha same royalty rates Lhat would have beea collected had

'°‘,and ﬁak& that, ﬁhat royalty rate and we apply th&t to bath,;'5 
V~'in this mﬁdichatian propos#d, to bqth tha r&c&very'under |

‘ prf1mary and seeondaly reuowery?

MEQ HOREIG“ Actaaxiy we callect for the primary oll

\

“seccnaafv recovery nor been employed, and then takﬁ the

f“average ﬁr that and,apply it to any secondary recove oil

‘which by definit*on is oil that would not have been

recovered at 211 but for the initiation of the secondary

recovery project, at the cost of the lessee, and thereby

| receive -~ :

TﬁE_CHAIKMKN: 1 think Mfi Hortig is just agreeing with

youz. I don't think there is any difference.

MR. SIERO”Y* Right T think that's correct,

Now the nroblem cames 88 3 re$ult of this watﬂr

flooding, the primary recovery is c@ndensed into a shorter :
‘period of time, and the rate of reQQVery is, rate of

| production is higher, so that a higher royalty rate would

have applied drdiﬁarily under the existing lease?
MR. HORTIG: Rigbt. | |
MR. SIERD@Y:» But this modification allows for that

recovery to come quicker than ordinarily would be done if

3 | there were no secondary recovery, and the same rmyalty, the

same total royalties would be received by the State for
the primaxy recovery as if it went over a period of many,

many years.

CREICHE OF ADMINISTRATIVE FROCEDURE, 9TATE DF SALIFORNIA
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MR1 HQRTIG Thﬂa ia marractv\ And in addition.theretq,-./

rayalty on seaﬁmdary cil which,woug

‘ hut for the initi&tmon of the addiuional“cpexatieﬂs at the Sk

Laast of tha 1ess&a, bst Fo #he 1@33&@._ %~”’f ‘27T b

“\)

THE CHAIRM&Q*~ ﬁre there any further quesaxonﬁ on this”5
'ﬂitem? Mr cranston has moved and Governor*ﬁnderson has

-segended,appxoval of all tha item& ksaer é»wdth Lhe

eption af Yl}, they will stamd a@prmV;é mnanim@usly
 Now let's turn again to tha itwm.whiah 1 did not

fiuish readiﬂg* We will. puc it befOra the 1ommlssxen in

order to taka up &he dlsru331on.'* Shell Qli Company -

' Gemphys1ca1 exploratica permit far nerlmd Oetober 24, 1963

through April 23,19;&, on tide and submerged lands of

| Sacramantn River and $uisun ‘Bay ineluding %IlZ&ly and

Honker Bays, antezuma $lsugh Middle Slmugh New Yark

fslough and other adjaﬂent b&ys, slonghs and rivers 1n

'\tha caunties Qf Napa, Contra Costa, Sacrmm@nto San Jeaquin,

and Solano.

/f

| Now, as I undarstand it, Mr. Hortig has reccmmanded
on bahal of the %taff that we defer this for s 1m&er ‘

{ meeting subject to -- because we have had, we are now havmn&‘

"probtems on what 1egal obligatians there are ont ‘the »om@any,»

and there are other pwrmits of &his kind and uncﬂl that
di&pute'is settled you don't wish te take this one up; is
that the staff position? |

MR. HORTIG: That is the staﬁﬁ pasitian, Mr. Chalrman.

L ¥hasE boa 1060 Bipa
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~;who woulﬁ)liku tﬁ speak,on th* 7
T masmix. |

L T
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‘thinh wouﬁd be acceptablm to you and certainly ﬂb us.

/Septemher 20th for thl$ permit.

permit.

THE CH&IRMAE-\ Is thar@ a representﬂtiva of Shell @il
fox" this question?

. >\~

Yes, Sir Mm. Ghairman, ﬁommissieners,;

_m& name is R. F. Karshner; raprﬁsenting Shell Qil Gompany

in thia mattar¢‘» 'd likg ta pexnt out that our refusal

. arder, if yau reﬁall was not based on a matter of belng

nonﬁaoperativw but to avail ourselves of an opportunity to

| pres@ht o you for‘cansideratlan a m@diflcation wbich we

On
September 20th --

| THE ?ﬁAIRMEN° Has this been dxssussed‘with staff, or |
is this a new praposal at this time? |

- MR. KARSHNER' ‘Well, it was brlefly discussed discussed

| wi.th Nr:, Hor tig

THE CHAIRMAN' *i‘see‘&'EXcuse me .

MR ﬁKARsHNKR’ Certamnly WE~made an application on

Tha mquest for pemit

| was reviewed by the staff and pxesented on the 1tems of

- the cal&ndar as Ttem number 11 in your full situaﬁion, with

a recommendation foyr apptoval |
Subsequant to that we obtalned a Fish and &ame
Tﬁaﬁe were no objecti@ns raised by any county
agency,ragatding‘this permit, and we were advised,yesterdag
that due to a,pvoﬁlem~arising on a permft which we naw~hav&
in exigtence for gmaphysiﬁal work in the coastal area from

Point Gﬁnception north to the Chlifmrnia~0ragan,border, that

22,
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‘dispute?

 8 copy of it. Is there only one copy?

this parmit would have Lo contain the same prOW1sion. We

~ would ke to off&r to you the -

‘THE CHAIRHRE Same provisicn as what, as the orie in

MR@ KARSHﬂERﬁ' As'thé 6ne”if‘diepﬁte we:arr éetting,' 
up to proceed.WLtﬁ our operations and wesguld 1ike to |
consider a.modlflcatlon ef the provisian in question, which
would conform.wlth the statute Section 6826 of the ?ublic

Resources Code, and which we believe would satisfy you and

| certainly be acceptable to us, and with your permigsion

‘I'd like to show you what that is, if 1 w‘ght

THE CﬁAERHﬁN Fine. ‘Wbulﬂ you also provide 5taff with '

3

MR. KARSHEERf WEIi I had three, but I hava to give

One to the staff and here 5 one for the chairman. Frank,

this zs the permit that is in question. W@ have here a

.aeopnysical exploratlon permit for Casifornia, from

Point Conception to the Californma«ﬂregonvborder.‘ In this

permit under section twelve is a provision that calls for

the provision to the State Lands Commission staﬁf certain

1 informatian when they call for it, predicated -= with the

sole purpose of its determination of whether the area or
any portion thereof em@xaeed within.the permit lie within
the koown geological structure of producing oil and gas

field. This is the prbvision, and this is the permit, sir,

that is in question at the moment. We would like to have you

GFFIGE oY ADMINIBTRATIVE PROCEQURE, ATATE OF CALIFORNIA
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iﬁsue us permir an the applicatian b@icra you, elmminatiﬁg
the eantreversial 1anguage so that we Cmﬂ prcce@dquth oux
[worwﬁ and this would qualify under the sLaLute of the
. Pub]ic Resources. e R

| THE CHAIRMAN In other words, you ar& asking us to
change our policy with respect to acguiring this geological

infermation?

qv*stion at the moment *s wharher‘th@ bottom portion of this
prcvision is a -- what we again saxd aurbelves, and the
State Lands Commlssion - -

THE CHAIRMAN: I don t think.thﬁ ellmlnation of the

; | requirement xaally settles the dlscussion

‘MR. KARSHNER: Well it does not elimlnate 1t, sir.
vattallcws”the is&u&nee of thé permit Th*s~is nut\& |
conditxon which 13 really te ouxr benefit and not yours.
MR. SIERDTY" We>can T hear very well. |
‘MR. KARSHNER: I'm sorry.
- THE CHAIRMAN~  Mr. Hoxtig?
MR. HORTIG: Mr. Chairman, I balieve I can summalize

 a“d‘MV- Karshner ==

THE CHAIRMAN: Well, let's let the Shell representative.
MR. KAR&HNER',‘Wall» we feel that you may considerx
this whereby we c&n eliminata the controwersial parﬁ in the
permit to be used, and we can go forward with the watk. We

do not ferl that this would be detrimental to the State of

MR. KARSHNHR: Well in a @ense this is true., The whole

=T
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