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'3 ¢W1th-thﬂ Gity Gounsil of L@ng Beach.in i
fi’regard to th& propased developm@nt Df the
H East Long Beaah Wilmington 011 Field It

| 5*13 the suggestion of the Landa Gcmmxsaion ,“‘

 that-this review be~cemmencedlkt th@ staff
| leve1 and the Cammission hereby authorizes

,che hOﬁNl%Sidn 5 staff to- meet with the

"City ﬂoancil{s_st&ﬁf fox tn;s purpose at
a mutuﬁlly cbnvenient time Subsequent’to
this afternaon s joint cammissioanouncil
se881on. |

I move that 15 the present statement af pobitlon

,by the Lands Comm.smon on x:hia mattm.

, GOVERNOR.ANDERSON T will seconﬁ the mntion
TﬂE GH&IRM&N It has been mnvad and segcnded that

>f;this position be ‘adopted, which I think opemith& Way to a
f‘productive di33u$510n &his aftarnoon by tha ang Bnach City

Council R ‘;“ ”/» _-0.

1s there any discussion or comment from Long Beach

on this stat@ment? | | |

MR, LIﬂGEE* I am Harnld Lingle, Daputy Cmty Atturnay
1 can only think that your suggeations will 1ead to prmgreau
I am not authorized to ‘make any gtatement on their bahalf

I know that we have ccmsmdar&d it, the pninta, point by

point, and I know the staffs are mertainly.ma;e than anxious

to meet with your staffs.

T
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THE CHAIHQ&N~' Thank ygu Mr Lingla

GOVKRNOR AEBERSQN : What is the stams Qf this meting e

wWhat i$ th@ 1&gﬁl at&tus of ie? ';}~ j ‘%”":ff»

THE CHAIRMKN 1 think under the clrcumstances ¢hat we

'axe the gu@sts of ‘the Long Beach City Council at a fegmlar
‘meeting of the Councxl Is that your understandlng? |

IJNGLE It is a regular meeting, a mﬁeting of the~ \{“

Cduncil. 1 don't know, 1 can't speak for ~~ you certainly
a.. guests. (Laughter.) | | N
| THE CHATRMAN: Self-invited guests. |
GOVERNOR ANDERSON : As‘langeas we will be dis¢ussingf ‘

matters, is this‘in'any way 1ﬁ‘écnf11ca.with'the,Btbwn,Act&:.‘J"'

Am I correct is this mﬂetﬁﬁe that we -- is there any

‘guidance that we shmuld‘haVE'as to what'we can orvcanﬂet~dd,_ SN

‘at this meeting this aftarnoon

MR. GOLQIQ* in-my opinlon it would.nct vlolate the
Brown Act.  , A ;.‘ | - |

MR. CRANSTON: It certainly won't be secret.

MR, GOLDIN: Your m@eting’today‘will be open, I am

relatively dert@in that’tha'ﬁdmmi$sion will not take ény  |

formal action this afternoon. I think the purpose is to

exchange ideas toward the end of artiving at a cﬂngttugtive,

“solution, and T see no legal impadimahﬁ to such procéeding«y.,

THE CHAIRMAN: With<thm% I think then that the motion

stands adnptad and in the absence any furthex =~ 15 mhere

DEFICE OF ADMINIZTRATIVE PROCEDURE; BTATR OF GALIFORNIA
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: MR . UURTIG*l There 15.4 y |
' THE CHATIRMAN : Oh suppiaﬂental item.

Well, the time has been.amenﬁed to 2:30 instead

MR, HORTIG. 2:30 p.m.

‘THE CHAIRMAN: Do you wish to speak on the sypplemental

item? | |
VMR HORTIG:  Yes, Mr. Chéirman " As the Comm5381anars

will recall at the request of the office of ﬁhe Attorney

x,GenexalAyou'gentlemen individually haveﬁheretOﬁore executed

a letter of understanding which was delivered to the City
Attorney's office of the City of Long;ﬁeagh.with respect
to the diépesition and cantinued paymant of tideland 611

funds under the section, under tha provi51ons of Chapter

29, 1963, and under the provisions Df the Public Resources
Code . For'your action to have full validity and full suppoxt,v

4 that is required it is required that such action be pursuantf' v

to a resolution adopted by the Commission at a meeting, and

therefora it i recommﬂnded that the State Lands Commission

1 ratifv, approve and confirm the arrangement with the city

of Long Beach pursusant to Which one, the City of Long Baaﬁh

will forward to the State of California the full statem@nﬁ
| of tideland oil and dry gas revenue due to the State withuut

deducting therefrom any sums sought to he collected under the

provisions of Seection 710 of the Code of Civil Procedure, by

oFrlay G A’DMIHN’I‘RI\TWH PROGEDURE, BTATR OF CALIFORNIA
K ‘ o \:f-fz\‘ . g !
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any &1leged or‘gudgmant ﬂreditars 74 2 that if any final
Judgmant requlres th@ City, its officials or employees, |

| to pay any sum in connezction with the case of Howard E.
 Shoemaker3‘et a1,, vs. the State of California, San Diego

’Sunerior'court case numbe 238691 the City is autheﬂized,! -

to dedunt any amount that it or any of its offlcials e
employeas are required to pay fram.any future oil or dry

gas revenues due to the State of California; and 3, that

| the State of California will defend the City, its officials

or employces in any action filed against them because of
their failure to make payment to the gan Diego Superior
Court on behalf of Howard E. Shoemaker, et al., pursuant
to filings under Section 710 of the Code of ClVll Procedure; |
all as more particularly set forth in the Attorney General's
letter dated October 28, 1963 to the Long Beach City Attarney;"
. THE CHAIRMAN: What is the pleagpra of the Board? | |

GOVERNOR ANDERSON: I move it. B |

MR. 'cmns*mm ~ Second. |

THE CHAIRMAN: Stand approved

No further mat&ers o come bafora the Commission ~-

we stand adjourned.
(Meeting adjourned at 12:30 P.M;)

oaloo
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) 1T, Marga’ret L Lambard CSR, Heatx:ing Reporte,r for the o
{ 51 Ofﬁce of Admmist;mtive Procedure hexeby c:ertify that
: 6 the faregolng pages Number 1 through 81 contain a full
o true and carreci: transcript. cf the srenographin, noa:es taken
g | by me in the Meéting of The State Lands Commirasm.on m th@
E, 9 btam of Califomia, in Los Aﬁgeles, Califernma on :
10 Novembel 6, 1963 | |
11
12
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Joint Meeting of The
STATE LANDS COMMISSION  °
N and The 0 /’DQ

T/ b ’ 'L
¥ =LONG BEACH CITY COUNCIL _

=

"AT LONG BEACH, CALIFORNIA
s

> NOVEMBER 6, 1963, 2:30_F
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} ‘ 1| LONG ZEACH, CALIFORNIA, wemcnm wo-;suazn 6 1963, 2:30 P.M.
= 2 el ' ooOoo S . i T ‘
/L N ’ B v i a
-3 VICE MAYOR KAYES  Come to order. Madam clerk, will - .
. . : 4| you ca¥i the roll? ) S SO S
v _Bflc < (Roll called by th° city ‘clerk, indicatin&)COUncilmen v S (\(9-5
N i Graham & 0 Cy v 0 -
‘ 0 . .0 i(ealer, Bond, Sullivan, &fﬁn:,/borbe;:t and 'suce «nayor Hayes .
: ) : resent ' ) A4 L . L
. , 7] presens) o o
s ' 8 m-: CLERK: ‘Mr. Hayor, we have- the afﬁdavit of*-éos;ih"gu o " ) -
- ordet of adjou{.,\ment to be received and filed. o - o ¢ =
® 4 .10 (noved and aecorded ) oo ‘ ‘\\ s ) o -
v, =N STHE MAYOR:  No ‘objection; it is sa o:’dered R 7
A ‘12 ) Ladies and gentlemen ve are gathered he todav h < C
' a3 in an adjoumed meecing of the "Long Beach City ~Counc}'§1 and ' o
) N 34 we &re pleasnd to have with vs in attendanc ‘at this meeting D
o " Yo
' 16| the members of the State Lands Comission of the’ »ﬁ\.ate eF
\\ B v
= - 16] California. EST “\ Zoe ° e,
17 © The putpose nf .this meeting is to discuss various & ’
7 18| aspects of !:he offsiiore oll contract - Proposed cantract, and ~ \i>\;
c?" 19 ro that end we :mtend to inqu:lte and to present certain //‘ -
Y
’ . e | matters to this body and to the State. Lands Comm-ssion . '
> v = - zi, This 18 an :lnfomal tneeting Neither body 13 1ntenjirg by < g o a
- W = \\}5
N 221 this meeting to take an ;omal action, but it is an _ B R )
23 exp;ofatory session. T . o - . . '
o \\’ ) \'1/ OD »/‘A
‘%;3 o4 “For purposes‘ of, i.dentifi.cation 1 would 1fke to : ] e
s . B 325 :[n\.roduce ‘to each of you 80, that all cf you are famtﬁat | _ N
° . A
. ® = e@j with them, the members of the State Lands Comi,ssion and L ¢ :
» .o 4]
‘ - 27} also the members of the City Council. First of n11. sitting o
= 3
-y 28{,on the stand ‘dere with me the Chatrnan of' the State Lnnds
P 2 - .28 Commission and the Birector of Finance of the: State of . P
30 Califomia Mr. Hale chsmpion, And sgated*{jﬁ: thg end of the o . o £t
0 31 council table sto my right, t:he Controlley of the §tg‘te. of oo g o ) -
N ) ¥ ‘ < &5 i o 6/“ 5 o "
F ke o z
@ 'A_.\_f‘,\"}\ Q S
(il ) ! E o .
R 3’ W, Z *
) N s o v B o
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California, membet of th° State Landh\sommission, Mrs Alan

Cranston. And to the lcfth .he Licutenant Governor*c;uthe
o i

. o
‘State of

chifornin member of the ‘State Lnnds Commission, ) “n

g%e dunut yle Glenn Andcrson : e
o Members Onfthﬁ CityQCouncil seated to my right and’

around the table Mr, Raymond C. Koalex: of the 1st District,\
Mr. Bett.Bond oE the 2nd Distric:, Me. Emmett ullivan of.

the Gth D;strict ’Mt williem S. Grant of the 3rd Distgict, 3 4.
Ht. Williﬂm Graham,uf the 8th Discricc, Mr. “Pat" Corbett
of the 9th.District. And 1 am: James A Hayes of the 4th -
District, pzes;d‘mgvtoday as the VicewMayot in the absence <\ =

the Hayers Canfg*ence in Japan

1 voula'like to request‘each of you who speuks

e

today, becaus° there are many of you here>7to identify
yourself at the time that you speak, §o “that the reportcts ’ p

Also 1 would lilﬁ ,: T
-~

~are able to identify you ;n the record

each of ycu to use the microphones in order to make it

7

possible for everyone in .the room to hear

1 neglected to meﬂtion, and 7 think 1 qhauld c

e
o

introduce at thi: time the, Bxecutive. Officer~o. the State

b

spnaking consider-

\\
. Now at this time I would iike tc incroduce .

-

Lands Coumiqsion, who undoubtedlv will be

able today, Hﬂ Frank Hortig.

&

~Et.‘Champion, to make =~hatever remarks he would care:
;r & N o

make at this time. . . e s
’ - ) . R I

Ve appre~iate very much

MR. CHAMPION: Thark you.

this‘qpportunity to mee ‘and discuss these matters with 11}/ 9

you today, and as you said

" in any kind of a , formal meer%ﬁg, and the remarks we make » P

o o

7} ‘ Sooe s . T =

- < €

o of . rHe Honorable Edwin Wade, the Mayor, who 1s visiting AT o me

Twill R? as lnd%v1dunls\1n this klnd o[ an exploratory o N

VA
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iR ettnin Aageas, think that, on review, perlugs somg of thbj

e purpose of that 1s to move ts from ~h-a situa*ion you.

. } . x o T
Qe ) ‘ E o

= «

;]: as unanimousiy\mpproved by,cha Ccm..-ssion.

-y

wo

&

have a proposal and we have a propos“ "and to tty to get

a review oh ind

tdual iten-s to see whath_,:. ¢ Ll‘e can, “be

some meeting of theminds. 1T know embers of the:Commi ssion

7

thiags that 2 gve been nut: forth l)y Lcng“acnch 1n thn pmt
; . . O . i

n

b O 5
’ O x; ¢ _— & r [
- - P i =2 . 2, s e
¢
’ scasi &n, am! whcn/l/ipenk T 1—u.1uded I do not necessartly fW B
._spea )fot the Commission and -that will be true of the other -
mmﬁrs. H‘c want to” enteri.to tr..l.'e':eG and full discuasion - °
x\s ~a matter of. fact,/mcre may ever; be still snme differences “ =
‘of oapinic'n on some various points. A:I;e ma:n thing is we ] = o
:wunt ta explove tfnem.‘ "8 L T o ’ ’ e’
One tm;ng thgn 1 thinx isngemane to the meeting, / -
the Lands Commibssion met /Trf Los Angems this ,morning, and \(’ fzg.\, S
on thé motion of Hr. Cransto:; we adopted the fol l’nuing
, r:esolu -% o))/f?:? N =9 o S " X
O M | mo‘i:e that the State: Lands Cmission «
' bereby express its /&es.}re to enter into ) . o N L
V a point byﬂ_n%tn jczview cf the poin:s aL ‘ - ; e’
. _issue between the Comlssion// and the City - o ’ .
" O Council oz Long Beach, in regards to, {he uy
; V = proposals for development)bf the E.-'uc T a 2
isong, Beac’h-iﬁflmington 70}1 £ield. u:\ 1s =~ - j s : o )
\EHE“' sggtation of’ the !:ands Commission that =~ b/”"
this ?:‘évie:: be comenc & at o :tpff 1evc1 s ’k'fo, M
2znd thc Commission hereby authorizcs “the IR '
Commission's staff te meet wifh the City T I
N ‘Council staff forcthis purpose at-a. mu.umly oy
(\‘\\, convenient Eime sub:ec;;-nnt to this aftemc;un s . = .
) joint Commission-CounciI sé ssicn. i i 0
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back to work after we have&broken the _ground hare this

N - ti:, @ - - O™
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. N N . N .
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N - O 5 PR o
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N . ) {:}‘, ] //‘ . = > —_— 2
s . = N 2
= S ’ « .
¢ o T e o5
(Ere correct. We probably would agtee with some itqu/on -
feﬁiew. There are others on v which §E think that there is
-
a mIddle g:ound between Lhe posifion af Long Beach and -

" of the ‘Lands Commission.

=

In fact, sometimes ir a couple
of cases that I ¢gn think of, 1 think the,middle gtound
12 more désirabl “Han-either of ou: positions jus; on-;:s
own, without regard to its betng middle ground And it is

just to dﬁscuss thaswsort of thing that we wnntcd to meet
uith you today, and appreciate this opportunicy.~ 1 would AQE
bope that this exploratory session could open the way, %\
in line uith ;§§é resolution, to the City Council haﬁing ’

.some sort of similar=aec&\n, S0 thac our staffs could get

aftetnoon, and ptoceed with this matter which is of such ,
grest importance “bath to_you and to us Thank you very

much. - : 5 - cs .

THE MAYOR Ihank “you vcry nuch Mr. Champiﬁn .1 am
sur@ this will be the means of perhaps gett*ng over some of
the rough spots that hava been inherent in the, past.

1 d like now at thia time to calr:upon tne °
thairman of our Harbor Inddstries and oil Commitiee to "make.
a ptesentation.concerning the history of this matter, i€
_you would, Mr. Kealer. < ) : ' v
L@ MR. KEALER: Thank you very much, Mr. Mayor

~ Mr. Chairman, members of the uommisqion guests

and’ ziiends- this in brief is a short summary of what hgs
ggxen place, merely to bring us up te date, and before 1. B
/éven attempt to read it I -- it is my belief and I thinﬁ/&}:
is that of my‘colleagues that when two agencles getwfﬁééE%f*ﬁ

with the objnctlve ‘of gcttinq somethitng dofie, areas of

/pgrﬂomont can ‘atunyn hr Taund. Tt tn my beliel that will

"

g
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happen  after- this meeting I\lso Eme Hayot called for an
adjoumed (Ceeting in the ‘event that the Cq\:\cll watited T
act 6n the very thing you mentioned. We will be 1&8

sposition to do so. Aad ?ov\\’(th yml-’pem‘éqibt\ i il

read thiq statement: W

(Counci.lman Robert F Ltdp entetﬂd at t\flt'. fiﬁ‘&&\l)
"1t seems app;oprlate st this tiwe, pnrh[cutarh

since th of our uince councﬁnnn have takea

office s,[ncc Jg}y fixst of this year, €@ give a

brief resume of .the citcumtnnccs Ieadtng up .
{
to today s subject. i
For a consiucrable timeast -8 number ‘f\\

\’\\\ *  of years in Iact - it haq beg\ believed that\
oil- depos* ts were pmsc-\c in the area east.
of Pine Avenue and lying mostly offshote N

"
[ - - =

Szate officials were 1nterested in ascertaining

o

- wh..n the City, as the / jrtustee of the granted

@

about d opwent of the area. However,

'dith the tertible conSe/quences of subsidence
'in the harbor disttict still plagu*ng \.he Ci.ty,
1!: was necessary to attain a full solution:

of that problem befote undercaking a new

pr‘;ject which mi ght have similar tragic

Y — \: results Furthermqre, a long.standing o

e \‘\‘
In‘ ﬂziative Ordinaace banning 011 drilling in

a latg)e part of the_City bad been tsxtended 1'\
1956 to pmhibit dtilllng in the unt.‘cvelopcd

/\ffshore area without prLo: appmval of the
voters. ¢ ' @ P

A new City Councll temm began 1n July of

s [ 9 <] k=
° f\(\ . 2

ofts’\orcl/' fs, would take steps to bring s
el

®

‘ /QJL

T
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Q

<

bl
fo

g



N = \
/ , 1960 and with’ the p:dr.répect good fc;:r a full/ ’:\ ‘i\?
solution in the ‘near futurd [chf the subs:ld‘e;nee .
’ prcblem, - the G%lty'(:ou;cil acked that studies -
be :.mdertaken toljﬁeégﬁﬁine what legal or '
- engineering considerations would ﬁgve to be
¢ taKen into account. In Novemb‘e; of 1960 the \
Ci!:y Attorney's office gave the Council an s
avnali'sis of the legal aspects of the éity'# o
responsibilities regarding. possible f’.{{u;re oil | )
" : 10 -production and regarding subsiue-n.e And on
\< v “11‘ : (_)ctober 21, 19¢2, th:e Petroleuym and Suﬁsidence
12 Icontrol Division of the:Long Beiich: Harbor
1:5 ' Depattmc?xt Eublished an extensive report of
14 - their yeaf-iong studies and get forthi\ a
16: : development plan for the undevelopcd townlot ax_}
16 - -offshore areas of the Wil*tngton oL F ’/d o
17 f After considerable further stus’)'{ by ‘the
18 Council's Oi{1 Committee and By thé E’fty Councilf
= 19 v ‘there was ptepared an ordinance implementing.
: = : 15 o
@ 20} the Initiative\t\c\td‘inance by m:oviding a ptogtam
= o1 i for the orderly developnynt ftom four islands,
= 22 of the oil reserves both™ oftsnom and upland. A
23 special municipal election was called and Jon
- 24 February 27, 1962, the messure\was cvemhelmmgly
25 ’ approved by the voters. S
- ' e
., 26 N ¢ Immediately thereafter, on March ? 1962,
”» 27f the first of a gter,t many meetings with State
- 28 J offic*als was held in the Los Angelcs ~o%fic‘.
- 11 S of the State Lands Division. There {t was )
’ C;so'*\ * fully unders tood that development of the area R
-~ . 31 . would only be undertakK:n on.a uniti-ied;ff‘baais
g - M D a S @ t
S ‘ : :: ) /;,/ ’ E
N ® 8. :
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“Qn 1y @ and the first eff%fé to tc made was to reach-. . f>:: ‘
- 05 2y N ap agreement on the Jomtion of a unit whick ~ y B
3 . 0 3 o vmﬂd bc satisfnctorg mst only :o the City and - ¥
. ’ 4l 2 State but also - .80 that tl-ey would be execufed -
o . ’ =Y o L] the conttacts had to satisfy the ownere: "of the e .
- °6 - ° uplnnd propérty or those to vhom they had v
- {f/7 - ) 1eased with six or se:e;:ﬁ %companiaa holding
- - a the vast majority of e up ares l#:hghts. R
i 3 o i From May through August of 1962 metlngs
. 10 vere held to uork out the necenqu Unit and - ° ) )
g . L 1l ~Unit Operatlng Agzeeluents and thigsupplemntaxy 7 :
St exRibi(s- thereco. o “ G "
du i S em s = ) 13 . In-addition to the crea.lon of a general . Qﬂ
: . @;14 ) Hnnagement Comlttec o:hers wers established to 3
156 ccvcr specific phaaca ‘of :he _prablems lncluding
16 an Engineeting and Equi:ies Conmittee; a Legal
17 7 Coomittae, an ‘Accounting Committee and a Tract ’
- - 18 Exhibits Committee. During the “four months o
) B ‘ 108 rveferred to in addttton to the meetings of the
5 . 20 - technictl comlttees them were fifteen meeti.ngs .
) g ~ of ‘the. Hanagement Committee, the: laar.ﬁbelng on
. - L0 22 L August 29. 1962. Full acceptance -0f the contracts ) '
i . ° ,ARU 23 -which xezulted was arrived at and the Unit and ) -
: o 24 o - Unit Operating Agreements were printed and R o
" 2541 : »pububhed October 1, 1962 -7 LT
T 28] At all of such meetings, vatious State .
27 offices we.te represented but 1!: was made clecar
+26 by ghe repbres'éntnfives that‘ they wete present - -
20 A8 auditors and not as voting participants.
R 20 . Mranuhile, Hfffcen of the Clty Attorney IS
N Al Snd Fhie CLEy Mannginy lm;!. cﬂ!q‘laﬁn:_‘g:! thie drnfring
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///)//}f qualified bidders Thetefoteﬁfsuggestions o
teceived from the industr were weighed cazefull - )
= r,J y 8 ) y .. ]

@

[\

=

Q

of a £161d contraétor agreement which vould- - S
be put out for competltézé bid. The first ’ : ‘ “

‘L*ober of 1962 and \_,*
disttlbuted to the State Landu Division. the ’

draft uas'completed in

Attotney General and to some’ forty companies

‘ Q&n the oil {ndustry for the puxpose of =7

soticiting suggestiuns. for the City hag
always kept in mind the necesslty of ptoducing o o ©

a documént which would attract a high number 2

in tbe ptoduction of the Final: draft of tie ' -
Fleld Cnntrnctor Agteement uhich in February @ °

of 1963 was submitted to the ‘State Lands v >
Commission fof app*ovul un; first ccnsidered by
" the Commission at a lvngthy hearing on Februaty

28. Mary suggcstions of the sZate JLrnds i/‘ ;ﬁ-

) Division and of the Attorney General ' _ e

included uithin the finefl draft and 1n certain °
side lgteements‘teﬁueséghlby/thg Attorney ' . &
General and approved by the City Council,

Eiﬁcussion on the ngposal was taken up ‘ = o
at the Ccmmission meeting one month later. : s

Then, at the tecommendat*on of the COmmlssidn,A—;“ , éf o

e
7 Aol
e

on April 15 and April 22, full days uctu dcvoted

o

‘to a public review of the documents = the Fleld
Contractor Agreement, Unlt Agreement, Unit o L
Operating Agreement the é%hlbttl theteto Athe E’ .
State Lands division, tha office of the Attotney i . o
Generai and :epteaen%ltivei of the City )
purticipnted in the explanation of éhe documents 25

o o © s E =

oY
7
{
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- to the oil 1ndustty and* othet 1ntereIEed

1

parties. Fu&hef meetings og//{he State Lands
Cmission ook place on’ Aptil 25 and my 23, -~
In the meantime, the Sttﬁ’e Legislature

:uns in aession from January 7, 1963,, ard a

sp&ial ‘commi ttee of five Senatota was

4

appointed by the Senate Rules Gomlttee to E
patticipa:e in the henttng conducted by ,.he o
State Lands’ Comi}ssion on February 28 -On
erch 21 four Cf- the tomittee members submitted

/va tesolutlon (SR 100) which tequeated the l.unds

ge

Comiasmn to Wi thhold its deteminattons \uth n )

f,/ T

t\!!{)ect ta all of the docunents teluting to

P

K the ptoposed 611 deveiopm.nt program snd asked

. that tha Genei'ﬂ Research Comittee of the Senate

S be directcd ‘to make an apptliul of “the pzoposd ‘(/

nnd.to report, At ghe current session of the .

2 N

Legtslature, B ) v
The resolutlon \--u ndapted by the Senate,
" a speeinl suhcomittee .of the Senate cenetal
Reseurch Cmmnittee\ wau appointed uith Senator '
Vitg,tl 0 Sullivan &s chniman, the subcomnittee
employed three HWashington la\oyers tncluding j

o Oscur L. Chapmnn to ¥tudy and repott to the

subcommittee. ‘On Moy 18, theo repart was Eiled
{ }.r(d it was reviewed at a public heating in -
.~ Sacrsmento on June 3, 1963 Cn June 10 the
subcoug&/t[/ rélensed a progress teport. T%? o
. J\}U{\m adjwmed on June- 21,

. The State i/nds Commission at its rggula(t '
‘mee‘(ting of June 27, 19@%; directed the Lands

N
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Dtvia ion’ to r:isft 1n conjunction uu:h the
City, the contractusl documents vith four. o
principal cﬁinges as fnllous* ‘
1. Trace No, 1 (the offahgre area
mi& o betwcen Pine Avenue and tﬁg former .
Alamitos Belchrstate Park} to be
offetcd in fxve undivlded intetests

of 45%, 25%, 15%; 107% and 5%, with -

| the successful bidds: for the 45% |

- interest to ‘Bo the ‘Field COntrnctor,
and with cash bonuses on arl five

interests, oL .

fafl\\ 11, A—tee-tvaticn of the stghe by ~

. City and State. to tuke 12:;/21 of E s
. production in kind. e T
Iﬁ l\n option &o. the Ci.ty and Smte
to take an additional 12-1/27% of. : ,
® p:odudlton “n kifd, . ) Y
1v.. Establishment of a mhfimum "
N guasnnt::d qpctnm{ng ptofit to thc 73 . S
""""" ciey and s:-tn uv\spaciflcation of a , ;f@%
A percentage return ox«ehe gross Vaer o

" of production. ~—5’ﬁ\© N

Consideration of’the *o:"gciﬂq v-apased\\\\
changes was' undert}knn by the C <y and, at

~Ats reaular meeting on Seﬁfembe: 24, the

city CLJncil rejected tn:ec 6f the - ptoposals

und apptoved the aeéOnd fora tesetvu:ion @57’ .
the right to uke 12-172% of ptoduction {n kind.
The City Councﬁ tht,-n unnnlnousl)r sdopted : i
resolution, later transnltted to chenuands
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60mmllsioﬁf:;;l£££tﬁing ies aﬁprovii'eﬁ the

Field Contractor Agrecmen: in’ the form as N

7

-origindlly submitted vith the one modlficntion‘
just teferted to. ] T E e .
A suggescton uss then madc that the ctty
COuncil and “the Lands COmmisaion meet together
Q to ascertain if a mutually-antisfactory .
conclusion could be arrived at. ‘May I close
: this pummaty by strcsslng ahcse choughcu
Fitléw-° every _day that passes without undet-
taking thc devalopnent of the ficld seans a
deluy ir the twceipe of witally ncedcd tcvcnuen‘
Second -~ the bnit Agtenmtnt ‘will have no forcu
. or effect, wlchout an ngtcement for extenlion.

1f it 1is not effectuated by Jnnuaty 1, 1964,

a

Third -- ail indications are to thé cffecc thnt
. this
for bid, a aituntion which might not prevail in
° the fuburé.

{a a ptopttlouu timc fat letting the _Arca

rourth ~~ the dscuments submittcd
for apptoval - the Unlt Agrecmcncs pruparad
by- the representntivea of the working intetests

. and the ficld contract pmcparcd by the City with
the..atd of the Lands Division;and the Attorncy

; uenetal -~ have been pzeparcé by(}egnl cnginecting
and other experts in the 011 development [ficld °
based on local experieﬂce where probleuc iimilat

tc those which must be. faced have alrcndy been

‘eficountered a:j/z;proprlntcly hnndled Ft(th -
.he)public interest in the developucnc of the Ce

ofl rasources tiss been kept uppermost in prepnrﬁng

tﬁe°docug2nts«vh1ch the City betieves will grotcts
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=~ _ ° even more beneficial Etom the/publicjstandpoint
\\\ than the agreements uhiﬂh in the past have

" drewn praise ee“the £1nest'1n the history of

. the oil Lndustry

©

0

" We have ptepared_end wtll ai;ttlbute at

@t

this ttme pages setting’ forth the contrect

AN

ptoposals and the commissIOﬁ.a recoﬁmendations

1n respect to éhe four facets of the. documents
discussed by the Commission at 1ts June“meetlng

: It may be noted in passing thgt as tc) the four

) recammendaticns for change, the fina)idtaft of> <
Febtuery 25 1963, did not ‘vary in);yegg e;esi g/
from the draft of October 1962 "e. AT A
'That closes my@statement And Mr. Hayor, and

Cheitman, should 1 qead this’ 1 have been askcd to read

these, the contract ptoposals

- MR.DESMQND:

S

Mr. Kealer, 1 wouldcsuggest»that since therc

are four and they are sepatated ln _four diffetent ?toposais

- of recommended changes, that you read the one first, and

“then see if there ave items to be discasdﬁd and then go
" to _the lecond one, rathet than --

MR. KEALSR I believe it will be found that on each

of these pages that ench page contains one of the propozﬁa-

and then thete is room for notcs, if‘any wish to be taken

& . ° o 4

The contta't proposes:

Tract No. /}ﬂq/wbe offered in one undivided- 100’
J

S euccessful biddﬂr to be determlned
o=

° 1ntetes
& by ascertaining thefhighest net profit to be‘
_sheted by the CityGhnd State. with a provision

- for 51 millionldolle:s to be advanced by the
contrector to the CLty ‘and Stete ovet the first

i

Q
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three yea"i-s of. opetagion:‘suc?a pay/menta to‘fb’é :Q 7

el
B2

s tteated ‘as advance production payments
The Commission racomnends ’

| Ttnct N&
in the proportions of bS%, 25%, 15%, 10%, and
5%. The: succeasful bidder fof’the 457 )
intetest to be dcgigpated as the FieYd Contractor
to assume all obligﬂt oﬂs of dcveloplng and

J ‘ptoducing the_field and to be theisole 2 R
‘bencficiary of the "Admlwistrative Ovorhei%¢;<

Aliowance" (currently proposed.ét 3%). The

ub'f)
452 Anterest to he offeted for the consideration'
oo

‘3o£ a fixed cash bonua in the amount of

$20; 000, 0eo; with the bide able elcmcnt to be the

“1 to be offéred 1n undlvided inte:gsta

PO percentgje of the net operating,profits‘offered o

The remnining un;%vidcd 1nterests (25%, -SZ.
o =y
lOZ.‘hnd 57) to be offered for the con-

#

ptofit cquul to thewnet\p:ofit bld on the 457
<

e
interes: plus onyment of a. cush bonus gs ‘the
biddable element (Each undivided interest

holdet to assume hisg pro tuta share of the
Q o

develppment and prodaction costs, detgrmined

by the’ ‘undivided interest pettentage hel&«)

That is left for{}gtes ,,If it is the will of

i your honorable body, gentlemen, T can tnad thc others

or 1 can stop any time you ask me. o A%

o
©

On page tuo in item’ Il\theoconttact—proposes ¥

do you wish to comment on the other one’

" MR.CHAMPION: Well, I

a .
. Q2
I have a comment on it, {f you

want to do it now. e o - e
" \b - -

4

0

)
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) s THE ‘!AYOR. 1 would think. itmight be more orderl.y il we ; y
& L =2 e
>; ! 2 have our obaervations on each portion of the contract a8 we go ¢ T
D ) n S £ | .- _
5 ! along. : = 7 7 O
: ¢ B = : - . L = = '
@x 4 3 MR. CHMMPION: As a baﬁia_fofdscussion on the differences
} . .5 here, 1 have a couple oE suggesrions, and these arcn"t rﬁixed =
7 = . .
= Oa “but I think they offer some principles of meeting the d\ fer-
. l:;j 7 {.,ences here. One* is that B 4 think a better uay to approach the.
8 i problem of the ini.:‘;nl paument {8 in this form'P To make a otal .
0 ‘ N s
) advance production payment as . or}lginany a\.ggested ‘by you. of\tiie K o
) ) 16 | $51 otllion dollars to be paid at the‘time the contracts arc : o
o 11 || awarded, the contractors to recover their share of the advance o o
5 v\———’/‘—/“fz production paymen" w\:.thout 1nterest out of the ﬁ.rst ‘net profite. (/ o 4
N A3 § Now I think this meets the tax péoblem, snd perhaps will brino z\\\t‘"' .
B > 5 ;14’ us a-sreater economic benefit this in ueu “of the ocnus ) ’
15 - arrangement. In other uords, we would go to an: advarice , .
N 16 royalty and return scme,, . from” that. ‘That's one general °°
- 17 :‘grincipxe. Of course, therc are a number o£ details 1!} connec~ - :
S - ) i‘ e o -
. ¢ 18 | tion with thatm "‘7 - ] A C;
19 ' Another suggeatinn 1'd 1ike to malc , and that is ) o
20 that these percenteges in the undlv:l.ded 1nt€'rest T fcelwy v )
0 21 strongly that there shouid be undivided interest for a number
o - Co == . ©
22 | of reasona, but I -- I do have> reservations about havlng noi5
s B L
= 23 :f one wtth a majority control. ~ /i‘ /”:\\, iy o
1 = Let me oay(}thia. 1. don't think there is an‘y/probl.ern ' =
B ((g\:z “25 | at all, as 1 unuerstand it,_ among .us‘on the unit agreements. =
p N NP
= . 26 1 t‘\ink that there are also s-hstantial advantages, both 5 B
27 economic advantagea and operating advantageq, to having the. / % : ¢
, 2'? winner of the mahr undivided interest Have more than 507.. T : :“ ﬁ
’ . .29 1 was going to auggest\ﬁoz. . o /
i 30 ; 1 em plao concexged hat perhaps a\breakdown at the 2L
N i o . W - S - - © o
= \\ -
. 3 \ S
o ~ )/
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other end someuhe-e where we had hemto‘ote\listed 5%
t!

" and I don't know exactly ahere this 5% might come £tcm, <but

.ought to be brokep- one 57.‘segment or 57. froim one of the\ K
other segments, ought to be broken- 1nto smaller portlons“. ’
T‘{ls goes into some other problems but T think ptooablyf'

. this would permit some refiners to benefit: from j/his. ‘who

L:,_al,';.ing
in kind This would givé them an oppor,tu ;fr'ystg\ pattlclp‘étc

yal
- would riot benefit from the 12-1/27% p:&vision fo

—

‘l‘hese are in{this genetal area, these P the two sug/g;/tions °

© © N O & o o M

[
[»]

1'd like to mm;:.\,'personally. Perhaps othet members of the
. e ( P 0

2]

Commi ttee m1ght like to.

=

[
jo

-, THEHAYOR‘ Mr. Sm.llvsn

3

7
o
N

5313 MR. @SUL’LIVAN Mr. Hayor, Mr. Champion, ue eouncllmev ‘
12 are < lay people, and we are depéndent ptetty muc:"a ’m: aa some
16 of you gentlemen are/tt:echnicians ‘experts xin oi "{oduction
16f We have been told, eonvineed Mr. Chairr‘nan, that our
17 submi.tting of the proposition. of “one m\’lt ?or 1007. ) .

8% lntemst will b):lng the greatest numbe of dollarsﬁ’retum
10§ to the State of Californi& and the City of Long Beach. Ue

" 20 feel that we have subnltted ‘to you, end -the way of procedurs
al is.. 13 the best .form of development undet good oil fleld
22 pt\‘rtices to develop the flelds as econcmically as posslblc. '

é; ) and also to protect the Clty against subsldence _But 1° =

‘24 b&lle@ thar we would have to be convlncea and 1 am ope'\ o /P

25 for convic’tlon, have to go wi.th ou\: tecbdicians just like

5 20 -you gentlemen do, 1 don t have th%privilege in my

‘7 / s« 87 responsibility to ‘say, "Hell let's let a lot, oE people in
N . 0 -

28] theact:” T think our_responsibility is to try to get the
‘29 most numbemof dollars to tha people of the State and the =

30 City ‘of Long neach We areopattnersf Noﬂ, 1 ai 0?‘3'1 for ,, ’

311 conviction, 1€ somebody can show me that theynhnve a better

> 2
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® ] 1 form of. contract than what we hav; nubmttted t you T Ty e .
B - [2] R ﬂ o . ® N 4
( o o . 2/ gantlemn for your’ considerution, 1 am the ﬂ?rst one to aay. )
) . < LI uln suppott ft. But I don't believe that 23 a8 & o
i o il O
ff e e 4 Councblman‘, in my tespo-:albnlty can, suppbrt a type of pro-
° 5° ||° cedure that will leuen the donur return. 1 thinkat.hat R
o . thut's the responsthility of pubuc funds, and 1 know you a8 . . Lo
: - = 5 ®
? 7. the Chatraan of the Lacids mmiuion have ::L‘uve with 1¢ - ]
o e b
8 every day, and it is & geeat problem, and 1 think that, is 2. e
- ; " o | whérdlwe have this troublesome problen. “is that we fet,l thig o s
o N W X ulv/ bring the, most dollar ratugn. No\c 4f there e a !otmula ’
: 1 e
’ f ¢ ! that wul accomp\‘*ish ‘s bettcr return tokthe “people - of the ‘ . e
12:V State under l:hesa circumstances of good oll fleld practlcee,
®’ & 1% 1 am fot e, - E &3 - )
A ! } m. CHAMPION:  Well, 1'd Just like to comment brieflyon o o
@ = "5 that. I don't thi.nk ve are far on the hcts, cat - leas: ii“ I '

+ 168 { csee them, 1 think there _may be a chancc thn: a hundred per

e 17 cent théing uould tcturn the greatesi degrec. As far as the - z
18 Lands Couni.snion is concetned or == l am, again apeaking fm: ’
) 19 ) myself -~- 1 think that ts a qwbtionnble item. I thlnk there y
QE) .20 § T lot of lpacuhtion as to Jhlch way that mlgm: go. °» 0 ®
2 T 21 ) v ‘ But, as’ I ‘think we * made clear l.n the other » :\f: :
> ‘ & 22 dhcuauon wer hlve had e feel that thete ls an element of - g5
% = v 9.g . %
of ‘2507 pubue policy in terms of control "3£°all of this olil, nnd . e
’ 24 that there must:-be . some p:oviston :o make sure thu: this is o 4
°. o 25 " noE a nonopoly situltton, even i.i a monopoly st&:‘uation uould .
i . \ \\9' 26 produce the greatelt economic” ratutn. - S ° . "',.. O (
\; T ser _o:'~‘» T lt would be nice 15 you could opeuat:e gonmment _
) o 28 totnny like a buaineu, und the dolllr dectded cverything. e
, _,_f ¢ ?b In nmlé \uys it would make it a lgt ullptet:. But we: have . & °
‘ — ‘ 30 a good. nany other constdenttom in publtc pqlicy here,. &:md Lo '
.. . i patttculgﬂy in" zhe oil««mrket, and \dthout going fnto o e e
‘ N Q ‘ “,\\ ] ' : o ) )
by Q KR o g " * ° -
[al RV = "‘ P . E 2 = . . s R
Q S = = G4 s : o S . N
‘ i ~ ) . N
Ka\r; ? - N r? /len :‘ - N — A 8




- a N Q. o = o=
o : ) 0
N T o :. V ’ B: PE Q
toy b,‘. ' L Kj: ‘ o
#’1/* specific percentages, I think thet the CQmisslon on prtn- ’
s g |l ciple all, all believe sttongly in the undi.vlded {interest
) 3 theory. to one deg::ee or another.. . =
)) B THE MAYOR: Mr. Cranucon. . \\ @/7 ' . . © =
5 MR. CRANSTON Yes. Let me aay’first, that 1_feel that
o 8 - the sort o£ discussion we are having right now is primntily )
: < 7‘ designed to lay the‘-’groundwork. 1 would thlnL, fot further \
i ’ 8 | explorntion by the stafi. We can.now just explore where )
o 9 'b there is room for further consideraticn, and 1 think make R '
‘ 10 gplaln that as macy of us as poulble are. not fh:mly
@ 1 ‘eommi.t\:ed to rigid posi:tona that can't perhaps be ltoned
o 27 ) 12 | out in one way ot' ‘other. 1 thlnk we uul ﬂ.nd some posltlonh
. 13 between. and that perhapa cannot be ehnnged. ' F o
; 14 Commenting upon what Hale lai.d, 1 do. Gelleve th:xs % °
. 15, | an alternm:e u}/thod such as the one that he proposes. cso far
16’ as the lnltiel cash is coneerned, ls the middle gtound be-
17 ‘ rtween uhnt we would propose, after you mdc a dlffetent pro- A
i 16 posal, and without com!.ti.ng myself to suppor:ing that at 9
19 the ptglenc time, 1t secms to me that whnt he auggested i8 <. o o
20 probnbly -->and ‘of course it nhouid be acceptable both to the L
w 21 'snte and the\cuy -= 1 tecomend that we "look into ie. N
b ((\\ e e 9\22 i Oon toe matter of the undi.vi.ded 1nterest vetsus a w
23 | 1002 nhare, T don’t thi(lk that 1t is poaaible to :eany dcelde
24 whlch uay is gotng to p:oduce more-morey. ¥ou can bulld a
s 25 } plauuble case for somebody paying mare fﬁ*ooz than-iie wlll
28 || pay for less, beca;;e he wants £u11 control. On the othe} .
° N .27 hand 1 chtnk you -can make . an equnlly ‘plagsible case th € you
- ) :‘7 28 K)an get dedghtened b dding, heightened pnrtieiputton. nq\\\ ‘7
N _ 29 | hence more money by having some undivided interest.
Y¥\ 30 1 do belicve with Hale that a matter of .
- O N 3 principle is involved here, ‘and that we should not . e
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fthink that they should explore wﬁat makes the mostz%ense.
1e

- “THE MAYOR:

first. potnt? Covernor Andetson.

the " Connleaton.

. & problem, having a problem on that..

_1£ you had 100%, would pay ssore for«ehis—hunéted per- cent,

"result in more money than £ we have the 100% offerlng, .

i .
N /\
o ! ‘
o -
N
&
e
o

ensily depart Etom th ideggof breaking the Eield up in some -

faahion in terme of undlvided 1nterest.

O

.Qmmitted to any great rigid fbrmula,,asz, 25%? etc%tera. .g

1 .do eoncur ‘with Hale that we should ‘have ‘some smal/ler units,:

such as the two-two-one, very stmail collection of three units.

and T amwwilling to consider,” vhat 1sxhiser than 451? i- )
wouldn' t he 1nc11ned 1 think, to go highet thnn “say, 51%.

o

rigld there,
Mr . CFaitman? @

but again 1 am not trying to he :
GOUFRNOR ANDERSON

Are there any other observatlons on this

Could you use that mittophone. coveruor. pleuse? oo
. GOVERNOR ANDERSON: -Oh yes. First, 1'd like to say

that 1 think Hale pretty well gave the general feeling of

on unit agreement, on‘\ # uple lgreement approach. AQ -

BLt 1 am not fltmly = o

advance Epynlty without 1ntetest is one thatol hope that we o o

can all agree on, and the break-up of the five per cent: intd

the smaller amdunta, again I can t see qny reason for havtng

The speculatlon p

thatg as Mr. Ctanston pointed olut, that che bigger bidder. o -

or this monopox;, or control, or whatever you call ic, ‘/;i

is something that is highly speculative, and 1f it were ' R

true, 1 would feel that there would be inherent danger 1n
what thevzuould be pnying for. which would be one of the .
things that would concern me. Frenkly. 1 huve felt that £

open conpetitive biddlng, letting more people tn, uoulé

o

which uould»be 80 big that it wouldrflininete loﬁt o£ the
P e > ‘

A

2

o]

w0
i
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" have been. Has there been mcnopoly, has there not, covern;§§

e S o - g LA ) e

7

cbkospectivq bidders quCa1t£0tnia,:9ndithisqts one thing

i L.do mot want to see, hnd 1 would rather see it broken up

r

as it was originallywsuggested sa that we could have more
free competicive open bidding in Califo:nla. .And 1 think

~ that even {f it brunggz 1nﬁ1ess money, which I am not
willing to accept -at thia time, becnuse 1 think this as
Mr. Pranston pointed out. you can.taise an argument both
ways on this, but chat even 1if 4t did bring-in léss money, -

*.the Tact that ®

jof Long leach vould be el:ablish{ng a polIcy against mon- .

opoly. control,. think that in 1cae1f~has some value. :

.andjthqt is in a sense, in a nutshiell, how I feel. I ‘am not
R : S o

o~

SMR. CROW: 1 have a questlon. When the term "monopoly"

comes u‘\gfovetnor, on what .basis uould you.or could you,or
( have you

en advised that_such a situation exists’ Is it

ﬂot 20 that the City of Long Beach and<fhe State of

»CaIIEOtnia have _surveyed this -question quite thorough~ 2 .

through their legal charnels, and perhaps chere is somg\htng ;

that you could add to 1t7by telling us of what the ftpé::gs

A ditect‘question to yoﬁ:>that you have been advised by the

Attorney General's office chat.such a situation does exls\ﬂ//f
GOWERNOR ANDERSON» 1 used’the word tha: a.100% offeting,

‘a 106, control or monopoly, or whatever you call it -- maybe

ve are talking /bou:,aemantics hese. Hhen I see a fleld thes.

. 8ize of*thff//eing ir'one hand to me this tends tgvatd Y

monopoly. ; is a large portion of the production of Qﬁ

OO‘

o Califotnia. and this. is the one thing’Chac I am concetned

S _ : . . .

the interests, the public policy;l balifornia. the City ° e

i even éﬁtirgly conviﬁcgg,‘but this is the sense 1 £e;l at o 0
- the gtesentjtime. 2 LT - .
© THE MAYOR: Mr. Crow? L S .



¢
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1 with, I don't want to see any sizeable unit that Qould f”“’

2 {nfluence the production of 61l in California, could - ’ K
3 influence the cost or any*hing else ’ o ) . s

4 ‘MR, CROH 1" appreciate that ansucr, but my question e

S vns, have you ever been advised by the Attomoy Genﬁal s [9 e :

‘ ‘;52&:51“ office that such 2 situation exists" = - ' e
7 1 - GOVERNOR ANDERSON: Su::d:tuhaﬂ oo R e ’
28 MR. CROW: A monopoly l these conditions ‘ < :

8 © GOVERNOR ANKERSON We _are .talking® about something ) “

10 _brand ney.' We are tal.k:lng about a bigget fleld “han any_
.11 of us have ever been invofved with Thts field 1n itself L. o . e
12‘ can be a cond:ltion thnt neéver existed and can develop into ) o . ”
13 a tendency toward monopoly in Cﬂlifornia ; < = - 7 » * ’
14 e MR. CROV: " But then I would gather that in either oL e

15 event ftom ‘a research standpomt. there has bcendno ?ritidsm _ ' \

18 of one over the other aa far u the legality, or that a, < ) . o

1‘7“ A monopollstic situation does exlst in tbu.“cucy s prefetence ) )
18§ on this item I?' . N B @ ; ’

19, GOVERNOK ANIE\%SON: 1 ‘?’Otild s‘:yf that the:resolhenda‘tion‘ >

20 «ff we made: 18 one that would protect against any monopollstic 7

2 conaition that could develop We are talking about a. Tield ’ |
22 . that uill be 251 or upuards of the cotal in the State, - o J ) 8
23 | “There is e lot of oi‘ hexe o i . — ’ ';3 )
.28 I THE MAYOR: Mr. Champlon? ) a - .= = S
25h MR, CHAMPION: 1'd like to comment that ve have of . . .
268° course discussed this uith attomeys in the Lands ”Comission e o
577 Ve have not ralsad- tbf‘§ as a legal question., tgat is, a - | .

%8 A‘ violation BE: ‘Any statates. He rals(gc!w 4t as-a matter of ) o -
29 ' publie policy J:,hff ~than legnitj \D‘Ir don r’f.!*:lnk b.:c that ) e
30 there is any questiomthat we. hnve ndequnte l\l‘a\i to’ dgal o ° >
«éw wiﬂ:\ antitmst aituations. 7“_91\'@%.}2', “this dlscouion,hn ‘-been o
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in tems of publlc policy ﬁ’\ the Attomey cer’ ral s office, o ’ o vy
a0y = S S

4 and these discusstons hagy felc that tMs was a. aerious = S

31r o

°

a

question of public policy, ‘but not of legnlfty. ulegnliry oS s

@
Q

MR. CROW:> Mr. Champfon, we huve also done the samc.\\
thing on our level, and we have been aduiaed “that auch a -
situation does not exist thnt it uould not be a mogopel- -

1st1c type of contmct 'l‘hac s where 1 lielieve that we may

2

be alloved to ask as to who may bﬁight and who may be ﬂmng "

L8

THE HAYOR Hell 1 thi.nk Hr: Crows and gentlemen, L

50

-1\} think the prob,.em is one of the use of vords. ~1 think ib

evetyone is agreed thab it 1s a public policy ‘matter that -  _
we ate talking abeut, rathet tha-. a monopoly in the ﬁtl:ue —
legal sense 1 belteve that me:nbets of the Laﬁds Co}nlnission :
have indicated today that they are not talld.ng aboul. mnop@.y l fe T . V
in the true legal sense, but rathet: as a public policy matte:‘ = C e
o« Am x correct: Mr. Champior? You ‘have not received an - ‘ k

opinion fronm your ‘Attomney C—nnetal's ofﬂcc or“frm the

co -
T

taembers of - yout unds leniasion that the proposed contnct = ,; R
vhich we: have nubmitted o you iscin any sense vio ative )

of any of the antitrust laws? T - " o
. ea - & ’ o
“ MR. CHAH"ION . No, we have not and 1 don t think that® - ’ e

: we have ever raiaed the question, the question that it might :

<

MR. CRANSTON °r think ne are. rnally talking abouc two ° S :

J s

neparate things, and you, 1 auspect that you have not .been )
there is or there is not Y
edvised by youe ntnff that' a public pol.icy, . You :

‘ have askeda;vour suff dl.fferent questions than we have uked

s e "z . . “ N

i our staff - @ T s o o e - s ) ,‘~.
"9 T™E HAYOR. 'I‘hat 1: cornct S o : /J“ S 7 e

° MR. KBALI-:R- 1 might junt ma,e one sta;gnle\ni. In all C ‘

amaLa———— ~

“Cof my:expeﬁtience in the 1ndustry your d never know whefe the
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- ‘ o, )
‘«{ S ! {H A j 9 - g »: - ? 0
£ B top dollar is. " You just do ?’ /t you" think is rthe bes\!/
‘ 2 der:l and get the bnstw deal fyou can, and gmxthe top dollar
< ” “Ltem Il(is the tontract pro;)oses\ R X
) - - - "The contractor 1s obllgatcd to take and _trxcc:ount‘ Lo e »: °
fot 100% of the productfon. Vn ;,1 et &" s
- ‘\The Ccmission tecomends A | . )
7 A :esetvation of the right to clect to take
& D;{ @ ¥ 8 12 1/27. of production {n kind,: 1n £avor c£ the ’ °
o o \ . ecuy and State, ‘ag to all of Tract ‘No L1 This <.
C[‘:ZA 10 - 4reservatian cuuld constitute the supply £o-r e | “D
: 11 . "sell-off" to small tefinetlel as crude suppues e : o0
) 12° o : might be_ required in fact. R S T \C X
‘ 13; 'l'his tecomeqded change appmved by the gity o R
o - 'li.h ) Council on September 24, 1963 " . ; 9o e
f 15 <7 MR CRGH May 1 ask Y question, Mr' l(eeler" ' E S
' 16| - THE HA‘IOR' Mc. Crow. e
17 MR. CROH-~ Ht l(ealer.ﬁwas (3 not t..e flnﬁent of the = - o2
" ) ;18 ' 1ty Council on September 24 uhen they agreed on teservation )
10 of the right to; elect to take 12 1/2% of production in kind, :
20 | so‘as to satisfy the smaller reflneries, was that :he ‘ : : e T
: 2 C‘! 1m:e1\')t af far as the"l..ouncil F cf the City of Long Beach?. g R
- ¢ 2 HR I(BALER ?Yes _ - —_ . O. | o :
’ 23 [° W CROW: It was. R | 4
24 | MR. KEAIER: Yes. . . . e e o
- ° 25 | THE m-yoa: Any other comments? Mr. Sunt(mn[ ey ; '
- HR Sk’*LIVAN- Hr Crow, 1 am under the 1mp:ession that =
PO S = .
27 there ﬂas -an informal. suggestlon ‘by. a reptesentatlve =3 /) -
/ 28 rhe Department of Justlce thar 1£ thi.s did take place thet ‘ ]
o 29 then would eliminate any possibtlity af monopoly or. ﬁ‘eeze-o: R l : e X
“ & 7 33 out on :he smaller refi.nezies ._..ﬁjd I thinlt\that that wis one : ’ o
’ 3% ! of the strong arguments for me to vote for it.. - . ;)9 ° - .
- e . ) . o - R - g o
‘ B LR T s 2&.; 3 ' - ! k
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T MR. CRDW‘ (éight', ¢ ;@, -
THE HMIOR t-ntcuse me - Hr Champion, go ahead
MR. ‘(’CHAHPION Well, 1 think Hr. Siem:y was probaiily

-- would 1ike® to raise the same goint thu&I ha\\d%n mind.
J

MR.. SII-:RDTY 'Ies. Alr, -
THE Q’WOR - Would you push in tho gtdo ot yo.n' micru-

= . o

" HR SIEROTY 1 was going to raise this poir- however,' -

-tha& ty/nder presen: State law this 12 1/27% "sell- off" uould

' not, could not bc uscd to sell solel;{y\ to small 1e£lnexs or

“

small business. The Eaaeral Just!.ce -Qooarmenc a‘hbpe

V, that Callfc-mia cvuld sonehou use\this 12-1/27. to sell to .

people in Ctheit category of small business.p ;'l‘hey have "

‘ ~certain requtrenents as to nunber of enployees. and refining
capacity, but our State law at th\ present time would requ:lre
. thexCiey and the State to sell to the highest Mddez-i So

this ptesent 12-1/2% \‘s\!n-oif" rescrvation we cannot
say uould warisfy either the: Jnsr"!e Department enti,rel,y,

o

or we cannot say that it would s emall business

entirely, becsuse it vill'be open to every responsible bidder
to purchase ofl. I uould ‘hope, houevért}\ that perhupq t:he

S

State Lands Commission nighr. suggest 1;»11“::19:1 uhtchCuould

Vselling to eithcrccammnies Hhich had not received an

«interest in the East Hilningtom Fleld or companies of a
certain size, or some other preferential tteatmcnt

THE MAYGR: Is thete anything further OlLthj.:I item?

Item numbe r 111, Mr: l(euler,/—J— = a L L
MR; KEMER' Item number III the contnct quposes-
oo ®
se 2 Mhes contractor is obligated to take and account
ey :
i 25.

by
=

c
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MR. srsm'rr Hight I say that the adcnuonai 5% vhich 7

- o

: T -
‘for 100% of the production—- =", - ' : ’ -~
The Commission recommends: T . S e
An option to the City and Stii"‘te to .elect too’ .
WO take up to an additional 12>-1/22‘o£ the prc;&uction L
in kind from all of Tract No‘\J\at the ui L s .
Al approximate time when the deveIprment bas o . '
reached peak production Electlon of this"z - -::TL;;
option would be depcndent upon ‘the- busic public - )
“interest requiremnts as detemined by: the City ?
® and’ State. pai':ticularly in tonaideration of the— v '
distribution of the undividcd lnte{?uts, vhlch : )
_ were offered separal:ely for bid." T :
m MAYOR: Mr. Champion? _ - ,// - )
HR CHAHPION . For myaelfﬂ | think that iE“"‘ther, if .
cettein other precautions are taken, ‘that this- would not ’ ‘
_be necessary, and that then. this suggestlon m{ght very well | - x
) be' withdrawn. Again it is an effort to ptotect the small o
~ companiés, the non-integuted company, and particularly -
if we are able to divide ‘have these small interests, this - w i
additional 12- 1/21 I think*would be unreasonable and would
'hurt econoniceuy the kind cf net percentage we. would: be ~ .
\offered by a bid&er and therefore we -ight very well =  _ : T s
eliminate that. requeat in the contrect 1£ the other pro- i S
visions take care of th:is: item.. ° ; SE U
GOVERNOR Aunsnson °Yes. S )
: /(\\ THE HA‘iOR Hr Anderlonusays(:the same. Hr Cranston" |
5 - ' MR. CRANSTON: It would cepend upon the undivided ° ° .
interést, but- 4 thet\ can be.worked out satisfnctcrlly - o - -
'm sn:ao‘nr Mr. Hayor" : - R R e
. m!-: FAYOR: Hr.\ Sferoty. - . . | & s : oo | L

=
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- So 1 Mr. Champicn mencioned“eanfler, which would be broké'l up ° o
¢ o 2 in the integegt OI two, two and one, or three and mo, or ° . s
. @ t5;/ ] two‘f’and a half and two and a half, or however 1: 13 done.°1 ’ C
et ; P o
\\\JA/_,/;/ | 4 believe t‘hat l:his would begmore aatisfactory to oil pmducnrs X k) R
o S B, and refiners than ttying to buyﬁoil under “the 12-1/2%O o oo
0 e . e i "aell«cff" “This Hould glve ‘them an opportunicy to f?’ é A
’ e ' C e 7 » Iparticipate’ln the other advan'-ages of oll production, ) * ) Q':
oo 8 addltlonnl allowanccs. and pr? lding ‘some proﬂt: to them. . , )‘f y
° < KR s F o g9 e
. ® 1 t:hi.nlr.a tl'ia vould be a more satisfactory arrangement? and
s, "10°f 1 think 1: is in this \light: that the COmtulon would ausgest |
" . 1 [ that'wevithdrav the 12<1/22, the sekg.;\id 12- uzz mu-oq{w "
) v f . . ) ’ ° E
‘. o1z \m: mvon ° Mr. Sullivan. o 2 co T
e BN 13 OOMR. oULLIVAN Mr. JHayoE,yI think to go. bncl: <o lten 1 L B ’
f/’\\ : . QMU , agrin, and 1 thtuk that "E/" - if e get over item 1 oy A 64
15 T tween us utthout eny blood floﬁg, vhy, I think the j - T ‘ i
10 | rest of ‘this thing will be wrapped up An sbout five nim}..e‘l. T B
17 | (Laughter ) e, o . . o
RN NN R 5 SULLIVAN: I think that the State of Califomin,:- T
o 10 | their techniclans, the unda lelission,ﬁ:erta!nly public -- o \ o
o R - : Sy
: 20, theta is a very sitrong point that covemor\\mderson made, - - \\
: N ; P N

21 public policy, but we get 1nto anothe:{hing of -public poilcy,

o g ' 5 /2 > that's public funds N Now ynu dividec[ this into & lot of {(
J © c 91\3 , amal\l parcels, they are going to have development problems, 37' S o
24 3\ they ‘are going to huve ‘production problems, that‘s going
; 25 | . to 1ncreas§= ;_the cost andqdimlnlsh the g’,ﬁe‘tum.’ Now, “how far =
R ‘ 26 aaﬁdo you gd in th“ 20 parcels -of $%? WI >ll|eai‘|’ we can'af:l o & // . K
< -0 e ” 27 mnke argumenc for all of thi.(“ ’I" mean, 1 think that some 0 By .o
’ G ' <28 5 real getting together should be made on this poinc Haybe '
o Coe .29 [3 there is some altetnativc ic- suggesting the blds 1 mean. 1 N
30 [« am not an oil man, and I am serious about this as you gentle- B ; [
¢ e ; ‘-31? Qen are. buttl don' t vant to gqt thc City of Long) Beach nhot . RN
4 0 : = 7, o e :




ct;:

FEe

N A N

[}

© &

-
= O

-
B
¥4

S

[ R O T = JU > S R T I
O v o N e e e G

e

[T
[ S !G‘

J

]

and perhaps the othex

down by nome legﬂlatora by saying that you xeconended some-
thing that dcesn't return the constituents «ecand 1 uon't s
name the county, but,we_tln 1magine plenty of this' -« that ‘
origfhal buy. And who is going to get shot down? We are
- taking a 1ot of abuse by thes Speople on some unfounded charges
right now, andAtqth ink, Mr. éﬁiirman, that going along with
Governor ‘Anderson” 5 statement. your statement of Mr. Chairman
and~the Coatroller's 9tatement our views on thil,C:et s sce
which satlsfies the equation on_this thtng. 1 thlnﬁ'theae
techntci ns are qualifted. You have them, and-we hlve thcn.

what differencé? Maybe we could call on one gﬁ our pedplec

to make an estimate on th;t,éif that would be of any value .

-= this la an informal meeting -- ask tben what do~ _hey think

would be the difference? Maybe we could get some heop.

a

HR CHAMPION: -1 thlnk’that uohld be very helpful. 1
know on our examtnation,gnﬂ>dlscunslon with the technlellns

we are admittedly in a speculative area, vhat petgentnge of
@«
thlnga you would get a maxtmum return, or at what polnt some-

one mlghtwbe willing to pay .a premlum 1n order to ueet a
certain -~ say’ ‘a new refinery capaclty; or something oE that

type. We are in an area of speculntlon. but 1 thlnk yout

technlcians and ours are in the belt positlon to try to get a

consensnsgon_thls subject: 1M like to hear what they might

suggest. : T

THE M:YOR: HE Kealer. - ° . : N
¢4 B
MR. KEALER: Hn(]},cxprews the‘fcellng of this councilman,
«= 1 am spcl king indlvldually 1n"this
‘matter <- that 1 felt thnt the whole philosophy underlying

this meeting would be to [lnd areas of agreement. "Mnd that u:

can\E be done immedlatély ovet ‘this tab1e but we cln“brlng
out the salient points thlt innedlately necd to be dllcussed

G .

and thken the Comtission' s staff nnd onr own officinls from
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1| the City, representat:lves from the C:I.ty could geﬁ'z togetber
c2 | and cfy to find a workable sol:xtio& to the wtsole thing o,
v 3 1 That s my sincere hoge that -that may be accomplished. ( -
4 B THE HAYOR“ Yes g ‘there anivthing further -as to 1te...
5 1 numter III ge1t1emen" e . R ° )
g6 \ Item number IV Mr. Kee?et ° ;\ ST,
,7 KEALER / The conttact propose:. I Lo I
8 Zontractor shall pay over to the Qlty nnd
o . State amounts in accordance ni.th his bld on’
10 i= - a net profits basisv L , - ) 0:
11 ) The Comntssion@tecog ;,;%ds ‘ |
12 ‘¢ Establishment of ‘a minlmum guaranteed opetating =
13- profit to the=City and Stace by speclﬂcetion C oy,
18 “of a pémen:age return of the gross value of :
157 © production " . o L :
18 m: MAYOR: Mr.°Champion.: B e .
17\ , HR CHAHPYON‘: 1 mlght 134 about this} and 1 am upenking
18 Squite personally here, as. 1 recaIl ve had”in-nind "the ) T
_19 it mlnhnum myalty of 16- 27;7. » Unless we are all \mstlyD : 'r,\‘ .
20 wrong abou{t://this field it doesn't really make any/ difference
21 ‘- It seems to me that if this :LS/ something that i£ lt aatisfies
22 people to be sure that that i3 this minimum return it could
23 be in the‘contrnc: 1 don't really -~ 80 far as I am _ .
24 !“ petsonally concerned I’don't chink it taakes any difference »
25 [i at 411 T think it is bound to be greater than tnat. and
28 ') that the ptoblem that might be raised in tems of the - “
27 I timing of this, lf lt were put as against the 517. 1 don' t
,i;;B think there would be’ any furcher burden Jupon the contmctor
29 as far as the ;:ayments are ‘concerned. 1 don' : think ft
30 would affect the bicd :ln any way.  -On this point at 1eaat | -
3‘1"7 "1 am complecely loose. 1t wouldn' t make any difference to° .,
“':!'Zb _jc me :lf :I.c weren't “in the contract at all. 1 Just feel that
- ' !
29. LA “'*&'
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‘bound to get more than the 16- 2/’

we are that 1: is a
figui'e* set;whi,ch might perhaps glve ‘the public ‘some bottom
figire,*but T, T just don't thifk it is meaningful in temis

a%,f ,9l.m,t we expect to happe;\ to t‘Hts%on'{tﬂf&ct;

LRy

a HR REALER -1 agree with-that, Mr. ’Charﬁpion °1 thj‘ihi{,
that the way ic wlll be producnd that you will never get
to the terms point,tctutnsto where thnt will have to be
{::&jk:gkeg:d:;‘:l;:cé?jgth of time tha: we- can,under the Stnte
) MR.~ CMNSTON Ray, I uould 1ike to ask if you thirk -

ic obje«:tiomble.«does it-do any damage, 1n your opinion?

¢ HR KEALER: 1 don t think lt will" evgr be Jnvoked,_

. Al"‘an
- where s the “hurt? '
GOVERNOR ANDERSON:
MR. KEALER:

7 Hr. Andetson

1f 1t would aatis(y the equation to help people out,

yHul you object- go;haying}' ie? -

“ -

-

Whe-did: R -

GOVERNOR ANDERSON: |
THE MAYOR: Mr. Sullivan? o = ¥
B W, KEAIER:

'Ihe reason it was$ [ ropped out Mr. Ctow,

_was pretty - ptetty much - and I think you can ask our oun

technical staff abat that -- u}\a hut it was not felt -- and

. &

using one of our old contracts Lcmg Beach 011 DQelomcnm

Contract, you nevm: get anynhere near the poinl: whcre that

fo) =

wou;d ever be invoked, even i€ it were there.
v oma HAYOR Mr. Sullivan. 0
MR. SULI.IVAN Hr Kealer, the significant point on g
< what the contract ptoposes is an item called met profits )
basis o " Now,, Hhen the oil comittee and %h\JC‘ ty Council
revteued this very stron/ n-gumen!:s were Mde to put ln thac
net profita ban;ia I asked the question, 1 think you made ‘

an explaua{}ion, that that Mouid tend to pethnps farce the

\

=0

I didn't object to ft fn the first place, ~

¢ .
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‘ correct in that?

cluding the cumulative earning capncity oyer the entire H..

o
1,

contractor into belpg a.little more gconomlcal\,. 1f it-cut
_into the profgts Is th_ata correct statement?- Am I

=3 X B G
o R G o

_THE MAYOR; Mr.-Mahsel( o o n _
B ) ‘\ = ’ ; B - - /
MR. SULLIVAN: 1Is that°the ‘reascn that was put in, - o
Mr. Mansell? , - ~ .

W <

MR. HA\ISELL Yes. On the net ptoftt. Hr Sulllvano

A 7 o

-and ge@tlemen, ve feJ.t/ as does Mr. Hortlg, that the over-all
operation siould. be more beneficial on a net, bnsis N
GOVERNOR ANDZRSON:' What would Jlt el}courage? :

HR MANSE LI.

L3

1t would encourage “the contrectots as:
well as -the Ctty, because he would be sharing the profit

: Now, the polnt that they bting up heze and thete might be
Usome time over thls contract:where the-(-\'lty wotﬂd want to .
operate and the State whereby the return’ would not ‘be 16 2/3/.
of the\gross. 17 think. that Mr. ‘Hortlg and 1 JOuld be 1n

of 16- 2/3% 1n-

D

complete a/greement if it would: be a minimum

contract and thhd (s:&lvance royalty payment, which would e
. -

see no’ objection to ~that 1if 1¢ sas worded on that basls .

Va
» guarantee a 16- 2/3 return both to the City and State.

i But sometime along the line the City anduState both mhht

N

want C; operate this fi.eld Hhera the net pro!:'!.ts could

a

. conceivably be. less than 16- 2/3 not <the- gtoss

LG

,L!m\* 1if this ‘would approach either the Harbor or either one

Sowe. =, °

o0 c

~{(1ehfield, and some 55% of L. B 0. D " of the gross
\.“luld have no objection if that Hordtng was in that wdnner,

mwc\uld 80 advise the Council ’out to eliuinate it completel;__v \\f"
or to put in the 16-52/’ might dlscourage the opergto* in the

field the contractct. to contlnue I'u:s opetatlon. if he had L
. e o ] e o
:% o G - - .

He feel. T2 ‘ -

#6F our Harbor cont racts, that figure uould be some 707. of s

el LN c o
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to gt{nntee tﬁat touatd the tail end of the ,con::rgg;t.
THE mroa Mr. Champior. <
ot H{ HAHPION I think it was always 1n the cgmlssion s

minds that it 52 considercéd-on a cumulative basis; and so

. e

=

I don Lt think we, reafly have any di!.fete there.

G -
[/

pethaps did not make that clear in the vmzding of the\
proposal but it fs// %mcollecuon that this uas mnderstood

\

furd

that 1!: was npplied r\umulatively, and therefore vould not
have any eﬁfect . R o
. )
: THE 5\'{‘0!!: Hell Hr Sullivan" i o s
-om "SULLIVAN:

any objection to comit bidding on the net pmﬂt “badis?:
MR. CHAMPION- No.

Hr Chaimln wot, jd the Ccmission have

1 thinx myopening ntatenent made

- clear: khat ‘the net. on the net proﬂt basia was satishctory,

N
atleasttome S : Y=

+ MR, lGALER.

-

Just on_ the ‘besis 1f the con:ﬂctor is°

o

sepen

gotng to° get a‘,net profic he 1-{{going to Opercte u

economically as posstble and he is ‘going to get a bet,ter o
“bid: SRR

[#]

v i

THE MAYOR: nr Cranston
ER, CRANSTON: Are we agreed then on that 16-2/3 mtcef

S\/O‘

t:hen, subjecc to testimony? ‘rhat seems to be the case., E

‘subject to draft is that correct" T e ‘
THE HA’!OR 1& would appear to be so, Hr Ctans\ton.

MR, CRANSTON

'7 I just- want to-say that my- ptesent belief 19 but subjecc

-to final decision when e get <to the decision -point, thal:

l;he percentage oLne/ hbrofi:u‘s ’a sound vay to proceed but

I do not consider my;elf finally comittcs thercfon. :
THE HAYGR Are them any othet coments on thia"
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1 ) HR REALE No, only that after 4,11 oi everything has
.37l been discussed 1 would 1ike’ to. offet a motion that. may be
3 ‘Vacceptable to all concerned, “gince ‘we nte in ag adjqumed o
P ) meeting, and that uould,)”&to the effect t&qat representatives
’ 5, IS the Commission meet with tepresentatives of the City to .
1) ) try to iron these out and bring them "o their respective '
T bodies Eor their fecling and possible fapprovai. .
8 MR. “GRANT: - 1s that in the form of a motion? *
9 I HR "KEALER: 1 want. to Eait until everyone has had
SO S
.1_0\ everything that they: wanted to say, Govemor, but T ‘feel )
11 that this 1s where we will inevitably hav" tg £0. 4 s ‘
12 Hll SULLIVAN: Ht. Hnyot, I believe that as: Controllet
13 Al Ctanstonk indicated entlier, we are mt-eting to diseus\
14 § a matter and to give sme instruc!ion, instructions to th" i
° F N =
. 15 || “Brain ttust -~ exeuse me fot referring to it thagvay --
18 to meke a delibpretion “hoﬁ “what are we’going to ask them
=¥ what sbout Item Oné, 8T
17 || to deliberate on"l Are we going to givethem instructions '/ ©
cE57 b
18 on that" 'I‘hat s the problem as 1 see it uhat instmetion
are we going to givethem on thnt" ] "_f‘ .

.= THE MAYOR: Hr Sullivfan, it would oppeae to me Erom

listening to the observations that ere made areundfthe

table here todey. that the —only area oz disagreement util‘
remaining is over item 1, uh ch rélates to thé division

of the interests The City s posxtion @t the moment is for -
i the 109% interest undivided and the Comission s proposal '
or receunenda\tion is for the division lo51, 257:, 151 10%, end
51, end apparently this is the atea that needa exploration, :

and the others, if that is reool.ved muld appetently fau

a

< <

into line SRR AN

S

R Yes, Mr Champion? y /
HR GHAHPIN ‘1! a4 like to reis@ one other poh/ £ore
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N Ay )u A
. 1 ve go to that. I think that ‘seems, to be the case al: right,
© ol 2 | but thete 13 another area of discussion at least 1t has
. ° o 3 |7 been a matter of discussion in the Comission, and T think =
Qo 4(' - as betweﬂn us both in respect to <thi.s conttnct and ulth
Rl 5 x:eepecit to the replaciment ’rontract which we approved very T 0
recently S
5 <¢ Y foe and that is tkis matter of the deteminatlon of price,
[ E . aVEtage :
T whether to use thc posted price. / posted ‘price, or to go/\
) @ _ 8 the highest price paid, There utill is some ane;talnty “ {}
: ® | in the‘;’cu{mission on thin. and 1 wu’%ike o 2 mk‘t‘he
10 - pte:ent state of contract proposal AS we sgbmf;:ted 1t to
o ' n you, was 1t as average pticef *1- me{*an, vas i*“f\":?l'l the ‘basis -
S . s - R Q
- 12 of- posted‘_prices: ’ ! NG & ~ g n
‘ 13 THE MAYOR: Mr. Desmonds ’ ,
- 1o MR. DESMOND: Gerald Desmond.. The Commission approved
N et O N N h Iy - )
5.8 the four suggestions which we have set forth.e .There was-
of b = o
i (16 "also an indication that infonne.lly that ulcimately thie
E » 17 contract would also be drawn on the basis of h:Eghﬂ'st postet. _
s 18 price .rather than ave_tagg. 1 believe that vhat Mr. Shavelson
19 ) has prepared Etﬁ: ti\e'off«;ce of the Attomey cenetnl to
° HZQ present to the Commission is " on the basts of ‘highest posted
v ¢ 21, 1in connection with this contract dtffetently than, of . | -
. 22 | course, the contract -- we realize that that was fiot a
- B 0 o= . )
. 23 precedent b but differently than the contract ap\garo,ved
? o 2% | on October 10 for the Harbor area development. e Y
B ! . MRL _CHAMPION: Well, the only thing 1 wish to add in
X "m& ﬁthat situationJ is tha'”/personn’ly unless there is some toTe \"\/
> 27 | satisfactory uay than. 1 now knou to determine ’higheat ptice,
28 I would agree on the basis of ptcsent knmlledge that posted
- 20 ,price is- the most satisfac&ory vay of do!.ng ‘this. !!owever, R
¢ 30} the Commission is not, has rot attived to such a. deteminn- :
n. tion. 1 just iidn t want us to feel thct this matter had . - o -
- 3. : ]
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1 ilreéu closed Of/’;?/ “and it mijt be well. for us to discusgs -
“ 2 | these. Tt 'link ve are stiil iatérested in having our staff : ; 7 % '
o 3 explore mith youts uhethet there is an. administracive vay ° : .
/;) 4 to. dc:ﬂ uith the ptoblems that are poscd by highest pticcs
/ ) - 5 1 lmow oﬂ: none o am satisfied in the tnplacement contract S
/oo e :
R 6 ’chat nr:,budy came’ forum:d with one; that we took the pmper & <
\;\ = o K
‘ T posicion However, 1f tl;/é is a wuy of == {f someone . 8
e = , .
8. ~on nuz szaff or somor’(: on your staff knows the way to - : DR
? P '/’f ’ - ‘;/‘
- o lv_mdle that 1 thlwt probably the Commission uould be ‘ R
{,,;{’0 ’:l'ntel@sted in 1n7foduc1ng this element into the/, ontract. ‘ 7 =
" 11/ ‘But as of now,- as I say, I don t know nny way Oto do it 2 it
e o 12 'any better t’nan we did it-in the replacement contract. ) 4// 1
o 7 R "', 1
) 13 . THE !JAYO'Q Are there any other observations: . o /// /;‘
) S . i - - S P 77
14 ? o, S R
: Mr. . Kealer /, ) . P i ik /;h
15 HR KEALER: wr. Hayor and genclemen of the Council ) o
A~y i ’ ‘”"’V///:x/
R /1/ . 16 J!‘,»;vas you can sse, I am vety h&pp}t that this thing has come : P // //////,/g
Ky < S A
: /// 17 } the way it has, and the geeung of all of us tbat the fact o a/?” / e
g i8 that where the two of us would/;\‘}get together, the two bodles, g ;r{f,/x C R f
) > ) ‘ . i P / ,
19 1 we would flnd some salut@\}/o/,our problems, because always &
20 when two agencies get togethor with the fdea that a problen
==
n o '21/,, , can be solved; it uilZ " Now there are a few things ‘here
i ~ Zé that have to be strai htened DUt Tf wo~are going to talk ‘
23 0," about undivided intetcst how gteat is it going\t\o\b&\ Hev
i !; N
s Vsmal.l is it going to be buoken up? That 1s a matter for 5
o, - 25 I discussion with repxesentation from the City and the- 7;// /
) - = o //"r, D
D 20 '—lComi.ssion, and w T Just the Counci.l s pleasute, or;,é/;ur sa,
¢ L 27 ||" and 1 would not. even begih to_move it 1f 1 thought i’c met, % .
o 28 I with oppositi.on, but I will try this mti.on for/size. o ’
29’3: Mr. Mayor =- . - S oo ° T ﬁi
A 2 J
30°Y THE uwon. Mr. Kealer, just before you do thnt 1 v/é @ R J,%
. 31 talldng 1nfom11y he),'e vith Ht Champion;’ md we bo}.- feel ' 7
¢ 3 = A Z ] // = \ - . - ‘
- ) / . T ’ u ‘:: - ) "%,,7! ” ‘;/ }/ e = ” w//r; ‘ T =
S = . . . y/ N i - . b ‘ 3
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-3«:}, it -night be helpful at this point if Sie hage the benaﬂr E 4
©o2d |~ of hx{5 staﬁf ] ;easoning or understanding, e gggunrnts @ °
¥ N -
3 ,concerning«the 457 ,157, and so f£orth ‘brc;mo«doun o o o
& 7 2 s - a o B ] : . ©
& beforeUe o dnto’ youf particular motion. \/ PIEEE Moo 5
N ° i 9(’ Q ‘:‘Q UJ’\ o 7
"5 O“‘ HR l(EAJ:R Well I wul be very happy to hear fxom‘ K ‘
3 o Q] 3 )
3 h;m, }wecause - not being guilt:y of p\lagiarism - someboug -
. 7 d .
7 .l .once said 'Yo.zr judgement :ls only as good as your, infor- . .
= o . i v o
. 8 tgpﬁign_." So let's get P»].\l :he infomation we cag get. e
0 THE MAYORY Very well Hr. Champion. L you wau}d . s o
104 n],tke “ta call upop any of the ‘techn i‘cianS/f your staff R
. i £
1l you may do 50 ‘ab this time. L2 o :
- 12 MR. cmmpmn * Thank you. 1 think" alsis {t might be ¢
,\ £y .
£ well 1f the Comisqion has the benefit of the views of PR .
- <] s Yy ~ -
X4 your stat‘f on the same subJect so that whileﬁue are < , o, ’
15 - 1eav1ng ..hem thisglatitude to operate in, we know gcnerally . 5
- 5 -
16 what they ‘are goingz to be talking z;ﬂ:out:'D F .08 s
A o THE HAYOR'/ Very wn,ll; \ T sl o
( ; - o . o
‘18 | ©  ME. CHAMPION: “And 1'd like to call on Mr. ,Hortigvto ca
o © . ° b ‘\ o
. 19 g0- througkh somé of the arithmetic, ‘and 1 don /t think any of = 0
20 us can hold him responsible far ie, t:his is highl% speculagive, N
21 Ol but we” ask him to £33 to make some assumpt:ions and just to ., e f )
22, ‘ :see g%?ete he c€ "}f out; on the ecoaomic effec"' of fbteak1ng<m ; c
e 23 | tneSe t:hi.\gs up;int:o undiviued interests anu what muld - o
) ?4 ‘happen at varfous breakage points. Frank? ) =
o 23 ! MR. HORTIG: Thank; you, Mr..Champion: © e i
B 28 MR. CHAMPION Dg\ yog’vant more’ than abso\‘.‘u:ion in .
v 2 advnnce" o = oF ¥ : . o
u‘ o a] <y BN s o ',\h\\;\j & .
codn (Lmughtet ) o - e . J h
29° MR. HORTIG:. fre metuauyL fo&qauzposes of out]_ininﬂ h
& ;
30\ a passible atea Eor considera’tiou by the mutual staffs \which
& (o]
3% - L believe was yeut 1nten()to be coveted by my Loments, . S )
s dl N o N F 7 R . =
; : Z; - e ) @ - . {
‘ SR ‘ - a ) e <
i °
>
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1 Mr. Chanpion specific numerical values probabl}' would bBe
‘2. oxtgetllly hazardous But the principles of the matter 2 ’
3 ° certainly shoulu be made avaiiable s0 that both the Q LT Q “' : ,
4 X Commisslon and the council membe”s might know tlke range .
T of thinking- Practically there are an extteme Tange of ge ) = o a-
[ .| variations possible in estimates on the effect on. b:l.ds ‘on. .
7. vndivi‘dec’. intcrests For a c*nparatot wne must gelect a
8 pmbably non-existent hypothetical average’ oil, company .
N witb an average financinl position and reftnery needs, \\ Jf)
‘ > and average hopes for e:{ﬁ;‘msion in Ca’i.fomia, etcete:a, o , o
11’ for the future, whe might be desfrous of bidding\on this ° . "oe
12 tremendous natural re@turce which has.yet to.be developed : > ’
A3 in Lqu, Beach. ‘For su{ch a”bidder, depenq{ng again on the
14 ' type of refinery, input capacity, and guaranteed vea\a{ves ’
15 | that the bidder would like to select, the more neatlyxthe o 0 o
18 amo.mt of interesi. that he can’acquire m%ttbes his designed .
. 17 econo.mic program for the futurzv the higher it is, the ' L
ig~ higher his bidwa/ally is going to be, Crznversely, an . ) 7 :
19& ndigded intexest which is substantially smaller 1n the - .
20 firs?'instance thar. the -total amount that\a particular
21 bidder” might like o decide would probably result in a
22 discount factor beln@&pplied to the bid.? This of course,
23 | “in tum would be offset ‘or could. be oftset by the 7 0 a .
24 ac¢umulation of the« remainingv bids for the balanceﬁi xthe -
25 | undivided parcals. 1 think the ,fgttors that both staffs '
,\O26 are going to” have ‘to consider in thfs ¢ connection arce* the : o O
27 ¥ selection of the optimum pmbable,l_nasmuch as no one can ‘ ?
28 forocast as "ounc?‘lman Realer has glready indicated what A “ o
29 the. actual bids are going to be, but she opt:lm.un probable - e e .
30 }ic can be dnsigned with the reaso:xable expectatiun that thé "
R&\\?fi‘ practical results will come, fall® somewhere near the design -
o
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~ value in selecting thc size of these ghrcels, selecting the=,

1argcst patcel if 1t 1s to go in undivided 1ntetests,

“be the ~- this sounds incomparibla, but the smallest nnd

ttie largest, largeqt parcel to be the smallest one that

“will §till gtoducc the highnst bid for that amount of oil
B 7L
_‘and thén subdivide the balance of the parcels. The!c is _

considerable room for both»speculation‘and evaluation as

to whether such parcels should be above or below.50% in

the initial 51stance and in this’ conncction it must be

=

realized that even {f<th largest parcel which uauld be the

one to result in the designation of the field qperating

contractor were to be spenified in the fftst instance

undey 507, there is. abso;utely no. ptohibition in the
statutes; nor coukd there be ina the conttact offet,zthat o
would preclude any orebidder from being the successful
nigh biddet far all parcels, no matter how man§zpnrcel
subdivisions were to bq;uecidgd upon/betwzen the Commission N
aud the City Céuacil. - ) . @
ThHerefore, agaim we san only set the ranges for
review by stsff, by staff to select the optimum parcels,
optinum size of parcels to reflect the degree of considera-
tion which the Cnmmiss}éﬁrﬁ;els shéuld be given to-pubiic -
policy iw=terms of the maximum size of parcel to be offered

and hold this to a size which will not, if possibIe, unduly

"~ digscount the bids for thg principal.nnd field operating

contractor parcel.

@ The balance of the divisions would then neceswarily

~ have to fall intp iine. Additionally T think the staff

[

certainly -- OD a ) o Cen
<

MR. ¢CHAHPIGN Frank, for putposes of illugtration, get

me name flgure and see {f you’can justtfy it. - Say we
\\\:,3 ) ) .

i
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g to the —- to thegwianer of the bid ‘on it, would'be the

Mmeavt a hid for 607 interestyg 15 this corrett?

1

B R o 5 , //,_7 :
' _ L
: < )
RN

should sai that the major parcel, that that which vauid

operating contractor; say we should ask of him & 60% bid.

Now what are tite factors 1nyolved {b that, fitst, in texms

. of possible discounting of the bid because of the size,

or the possible lncrense by virtue of the other, the gther

bids that would be comiﬁg in, and sacond; whot uuuld te the

-logic, both operating and® cconomic,; of fixing something

at that size? *
. T will teke the responsibility Eor the GOZ\n;You
explain it. ! 7 ,

WL, HORTIG: Yes, Sir. 1 belicve by "667 bid" you

MR, CHAMPION: That's right, as the basic bid. This

would be the operating contractor.

=

MR. HORTIG In evaluatingxnuch.a bid;, if W& assume -
Eirst gbiddef who both: had the ¢ agfity and the inten~*on

to opierate ln Culifornia and utilize the total production

- of the eaqt,ﬁthe Long Beach unit which 1is estimutcd to
redch a peak of possibly 150,000 to 160,000 bartals per diy,

a fubstantigily higher bid would be recefyed for an 4

srieial parcel size larger than 60%.- :
)

|
AN

2

Or; convérsely, getting into an affirmative =

i ansrer to your question; a bid for a 607, parcel by’ such

an operator w@ould be discounted and would,be lower; dnd

again on sélection of wortcorobable values cotild be on tﬁe
order of 15 to 20% fower than the bid woild have been_for
a 100% ﬁd%c@l Thpse again now-are prcdics\ed on the

=[S
assumptions whié& -« T can't go in detdil on this

hypothetic¢al avutage oil: csapaﬁ§§§§§§§§ ;9 ]
: Going belov GG% for the 1ﬁ1t}éi’pﬂf6éizﬁﬁuid qot «2

N | $§ ) . ?iix

Q
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fetors involved.

\\'

not enly .resiit in an expectation and a probability that’rno
bld would be Iurfhet discounted, but that the discount

rite would become even more fapid ta the paint that very
probably boiow JOA the tate of di;cGUnt would be véxy &

 gevere 1w uompnr{son to the rate, of discount.on a parcel

size runging from 100% down to GO%. g

MR, C“AMPION" Let me ask you about the oifsctting
At least 1w your view, cand I must
confess 1o mine, there isra;discaunt fnvolved iﬁ7géings
down to 60%. Are thore gffsetting factors which would
tend‘in the whole bid to restore that, and speci fically
of the £a¢x that you are going to bfing marr, there axe 5
myre qualifieéxéiddets for the other size parcels, so thetc
is more total money 4n’ the market for the gver-all bid, is
this == nnd are :here cther factors, are thete other factors.
which would tend to cumpénqﬂce for that discduﬁtx '

MR. HQRI.G' Thers nrn—both fdctors uhich<:Su1d tend
to compensnte\\nd thete are other psss&%letfnctors depending
uron the actual 1dantgty oE the blddets. which would
discount ‘bids for the remaining parcels. Generally these
would break down iato two catéﬁories:~ hypothetical bidder
A, who on getting the §0% parcel or the 40%, or whatever
ié wasg:, who feally needs more oil, wnuld be bidding 7
enthusina?tcully to acqui:e the bulance o@ the intorest
up to the amount of oil that his davxﬁq ptcgtnm {rdicates
he wants for n«gunrnnteed raserve, oifsetting ir»pnrt the
digcount because of not. having received the total block

of oil that he felt he neadeﬁ in the f£irst instance, On

the other hand, the posslbility of rnceiving augﬁented’bidg

o}

by a great number of bidders as & result of having produced
large acale coﬁpe:1Ci5nDby subélv}&ing into a gieat number of

o
?

\'\\\ ) !‘0: o ‘?Q'

//

7
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Timitations :? tkr point where the smaller operators who

:be{ng ¢qunl nnd hope thLa is poing to produce the higheat

: :emaining pariﬁ%’? o

J

Q
)

\;\

N

parcels 19 subject to the hazard tbu&«iﬁasmuch as: the

'contracts wilx of neceaszty rcqui:e a taking and. paying for

o

oil which is a commoditv which is only of use to the oil o

industry as- crude oil, yocu could reach a sutu ration” point

[

where you really run out of poteﬁCinl "qscomcts nnd bidders
for all of the number of parcelz that this thing could be

broken down into, and, as has been digcussed, “the possible

=}

would really like to acquire such ® parcel cnnno: afford

P

in the ligh: of their present :efinery prortnms whersin

nc‘xcast a po:tion of the refinery 1npucé:§ 1mpe::ed oil:,

at a 1ower competitive price, he can't afford to pny a 0
subntnncinllv higher price for Long Boach’ ctudn. even In -

teyms oE a bid for a pnrccl. This could be a discount
Fac:or ngnin.a 50 the vamifications again are simply, going
ouncilmﬂn Kealer said en:lier.

to reduce to whn going -

/
to have to aesign an optimum pzagtam nll other things
dollar. I

. MR, CHAMPION' Would this be a fair surpmary of 9our 7

‘zpoai‘lﬂn,on this 1asc business, thxs business of anrcﬂscd

\pnrtlcipu ion' up to a point Increased participation wou]d

tend to aEEsct the discount, but 1£ you pushed it foo [nr o,

you lose the bcnefx‘ of that added partictpntion; 5n~cthor

words, you~havc 3et to bz ‘careful not only at whnt(gize you

st the 607, 1f that's the figure you.cho-e, haf'xau have

= Eiv.%.}
“HMR: HO RTIG:

That is correct.

. E N R
THE HﬂYOR; Mr. Champion =- . i o : . \TT“‘//f
. S . o b N2
“$*s KEALER: Mr. Champion, would you, after reply to . .

Ly

i W N
N~ - / N oD

.t
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<{§3one of the wocking interest owners on the Lplands also

O

. @ S

your qunstion, 1 mcteln wnntcd to ask Mr. Hurtigs 1€ iw ey
pertcctly Lntliﬁc with you; gquestion of breaking these up
into many smallcr parcels, there is another hazard that A 0
the big operators, tgnt in the event, such an even' whore &p : °
he c0u1dn trmcet his obligations and he dcfaultcd ‘then the -
majur operator has to assume that dﬁligation, and with A
thcir plans andythcir othé; toyulties, lt‘cculd 1ncreasc o . &
the hazaxd.to the major‘opera:oru; is that’ co¥rects, Frank? )
MR. HORTIG:Qyﬁefintccly. ) . > T e
. MR, SIERGTY: Uplands -- . s . o |
TIE MAYOR: Mr. Sleroty. // ) - - ~
MR. SIEROTY: 1lsn't this also true -~ 1 am -speaking
now qf the peint about hﬁvlﬁh ag&ll intetes;s,q§pd Mr. - i R “,x‘

Kealer raised the questien of what happéns if‘dnc of the o ¢

; smull 1ntcrest holdezs woulﬁ ‘ail vwhen does: the field ) : 57

cnntractor have to plck up thnt intetestJ th; wouid hnpggn oL

[~
failed, what 1< the -- is.there & differencg betwesn these -
) [ 7 N . @ ”D L: . \'_j N 7
two situations? . A Q{: - . ) .
THE MAYOR: Axe you nsking Mr. géslcrﬂ //qV
MR. SIEROIE,
THE QAYOR- Go uhead ‘Mr. Hu:tigﬁ

OR
t( TIG: ;

§

we11 as k Hr, Kealer or Hr Hortig

. 0
(\ k

.1 don't belicve é%eze wuuld be a. ,\§::

<

compatabllity of uotking inretcst ownqrs on the uplands P

7

Actually the 1nteresf hoZders, the- undiv{ded interest ~ =
\i\ / /,———\ ) i

hz;&ets ate‘participancs in the procceds of-the develog:ig RS . o

ich would fake place solely on the tide and sutﬁerged
@

lands with allocn:1ons of proéuctibn under the unic plan
to the holdets of the upland propettic54 §f>*'cte could “
be no equivalent default on the part ‘of nﬂy memb&r of th@

contractual team on the uplands, as %ﬁetc could be in conncction

) 5 o

=

Y
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‘Esome fort of undivided interecst a

ey

)

<

\\ .,

wi\h an undivided interest holder under the tideland

operating,contra t as outl*ned by Cnuncilman Kealer. . ‘
“THE HAOR: - |

- Mr. Champion. T : ) 3
MR. CHAMPION:’ ‘

=

I think probnbly this inditatce a kind

of discussion wethave ‘had, and 1'd like to say only one

th{ng'mcte about ir, flfor myself, and that is tth as . <

» you know, this m\tter has been under législative scrutiny

as well as bcfore\thc tﬁic Lands Commission, and 15 i{s .-

ptetty -~ ic was ciear at least from some g the positions
taken, -I tnink.would likely be, we as n -« the Tommission
egrees with tuls :tnfeSEnt of public policy 1n general .of
this part of the qo-callv Chapman Report, and the
subsequent - remarks £; the State Senate Commirtec, thcn;:n
committee on this subjccr 50 that evén 1ftthere wOYe A
determination that this discount was notiﬁuitc ccmpensaccd
for by some Oéithese other factors, I think the Cocmmiseion a
woudd Still find 1tse1‘ ~-\I know T Hould find myself l--t:il]. . e
in a =~ ina very firm and committed poaition as St as’

gpach

o 1 thipkrygry»liﬁaiy that this would {immediately )
== that ii vwe were not to work this out, thnc we would find

oursclvd\ in a discussion, perhnps not only of this magte

but of a nimber of other mat ars before the lcpislaturc.
it would almost éertainly become a matter of legislative
conslderation. and in the discussion of wanting to get . -

o <

top dollar but rccognizing also this public. policy I

would hope that the Council would kv.c:p in mind this, this . BN .
added 1nst§ucﬁlon, resolution,ruhnt have you, that ' o ‘
we haveoi:nm the legislature. .They are Vegy much. interestod . 5
in this as a matter of policy, and T don't think e vou1¢

feel free, even if theve~uexc, even if thern(uete some dollcrs.
- —
% : ° .o F

43,

A




P < 1

N

Av

21
22
23

24

o5 |

26

» og
o330 -
31

A
2

" bring about any app'etiable

question, it uouId Lell you exacr.ly how he felt with

oy ~ B L .
[ E =4 . ~
&

<3

involved, to depart from this policy without prior

N N </
consultation with the legislature on the subject. And

 Z- this isa \‘str?)"i?g Yphibition on any action we mignt o
take in this area, in which we did not Rave an’ undivided
interest. 1

IHE\:" MAYOR: T would !;/Iker to ask one question, if T
could, of Mr. Hortig.  Mr. Hcrtig,(;QE 1 understand your
sta\en\cnt. you have fndicated that a 60% bid s-rould brine
some ’ ~to 20%,lower in the bid than the 100% undivided

operator. You ‘also indicated that a 50% Lntcrcst would

bring about a wate of discount that uoula»be quitc sevcte
Could you glve us some analvsis of what petcen( /below

1007= that might be offered, which could conform with the

53

public policy suggest:ion that's been made by Mr. Champion
and the other membeﬁfs of the Cemloslon, which would not @

discount in the bidding price?

MR. KEALER: Mr. Mayor,( may I ask that the q..lestion be

&

more explicit? 1 think I¥ you would ask Mr. Hortig this "

respect to how fiuch. better or not better thut *t would be,

_but alsc the fact that you would Qtill have ott‘er undlvidﬁd

interest, althoagh they uould be =ma11er, so if there were

~- if the major undivided dnterest were 807 and you, broke

the remalning 20 up “into 'small ones, I think/ﬁ if Y. llorrig‘
could argwer that preity clearl
5 T&{E:MAYOR: :Qe'll, ratheg;t»fthan myD glving him the exa‘mﬁn. =
B R 5 w

I wanted him to give me one. o

(Laughter.) - -, L5 .
‘MR.- HORTIG: ;ﬁt-v ﬁajor. 1 hope 1 stated that the r,‘:.mge‘
of e;ti‘inntes and the percet}tage fpvg; discounts ‘aﬁd sc(: forth

were arrived at in connection with projections of the : <

. o g "
J : ‘ s :

4

4]
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,;&) happen under the 4~ and would happcn undet the a=sumed

=]

o

S

o

a

F
Uhn Sy A
NN \ :
- 4 o - It" >
o . .

‘eCOnnmic lmpac* on a'hypothetical and very< probably, wiuv
m“ luck, non-cxistenc 011 comnang Butvthat these cculd

2

citcumatunces, 1f the economic cond‘tLOns, the tcfincry
50N

P
demand the: ;uture mnrket demand, , and all)the £acgars thnc

"go into this situation. As Chﬂermnn Champion queady

‘stated earlict in thcse procced‘ngs, and T bclicve Govcrno;

Anﬂersg; ulso.’thnt cven if 1t gan be demonsttated and
could be estimnted thnt a 1007 inte:cst would produce the
maximum bid and :herc[orc anything less thanﬂlOO? is
auromaticaiiy going to produce a Igsser, ? lesser Etd of
the type on‘which you rai ed your”question, that there
uou;d be sex Lqus concern in the nrcn of public pollcv ’
as. to what had produced the factors that had produced fhiq
vmaximum“bid Eor the . 1001 intctest which would rcquire

other conqadegntions in limitnt*on on_the bidding other

chan simply the~ maximum dollaL.return Y

THE MAYOR: Well, Mr. Hoztig, Ixyonsidet a 15%°or a

20% discouat quite severe.

> MR.:(Unidenttfiod.): Mr.‘géyor. - \ ~M%?
’ THE MAYOR Just a monent. -
AR N
/J At what pnrticulnr amourt ﬁo yeu think the dlq~

"

count would be somewhat non-1ppreciuble? o9

" MR. HORTIG: This woyld be a specific tangc Sof investi-

gution that the staff of the Lands Commission would likn to

I_oindertake and TepoTL-—Ts you in conjuncggon wigh ngr own' |

. N > T ) A =
~gtaff. o AN . . e o . o o

'M;'-;‘aﬁfNSELL: Me. Mayor -- © ’ ®

<

0 //

o /:,

} diaagrnnment with Mr. Horcig s a;;%ysis on this poiat,

o N

n / yd . s 3 - ° )

7

" THE MAYOR: Mr. H&nségl<e- oh, eXcusE fe --‘Mrfasidrotf.
K. SIEROTY: Thank you. No, I would lika, to btate & .

>N
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‘occur.

confused abod? pubiic poliCy

»to ask you, 15 thete such a thing as publtc policy as far as

- g - .
> o ~
- : * Lo
. o = - ;;¢
5 < 9 = =
& y //;J & . !
= ., = , o, 2
o @ - S
"a N 5 . _,\];D
! ’ o o : 6} N
because I think it ussumcs‘ omething which is quite o =/ o

qusulntivo. and that is. somcbody cin go into the Ca]iforﬂla =

° T a

market/who i¢ seeking 90, 000 to 100,000 barrels a day of

product{pn and I think that ¢here may be other ways of il . )

¢ £x / . e

As a matter‘of fact, cause there possibly to bc**n 1ncrease

looking at this, which causdvthcrc not to ke a dlscount

by Splitting it wp. )So I°would likc to make that c1c§r =\
Y -
asicnlly 1. feel thﬁ% there would be wore, there wou'd bc

more cémnctitiﬂn Ior&GO 000 barrcls, there would e more
/,J, ]

parties who could be 1nterestcd in 60 000 barrels %Fan

\‘(, i

there HGuLG be ut 90 6b0 to 100 000 barrels, and now
60,000 bat:gls is roughly 40 A5Z, and 1 think we have Lo

7

keep 1r mind too that any bfggéi her; i5 not prccludcd o,

£ror bidding on Qubqoquent uqdivtdcd 1ntercst(\evcn th oug§i;;2;

one bidder from achleving more than one 1ntcrcst but undnnq
X D)

State law at the pzesent timc he cannot ptcclwdc nxbidder -5

S

the Chapman Report 1nd1cat »d a preference or prevcnting

from being the successnul bidder on the entire aﬁﬁﬁﬁ§§fé

,,,,,

o

, ey ¢ K\ \V4 « : _
100%, so that a biddcf can go in and bid again if.he o @ o

wants that 90,000 or 100 000 barrcls a day, and 1is 11kelv e

N 0 o

to = likcly to pay more for that cxtra amount. So I

wnntcd to gtate hexa that if he was clcar, that 1 thirnk
that this discount of 15 to 20% is qu{te spcculative, and

it is the resuit of one situation which may or qu nat o ) ;

® _MR, CROW I feel -- 1 get undertonu,,~Mr Champion, nf
«Vq 3 R

the>guide that the legislnigze might put upbn the nctxoq

_THE MAYOR: Mr. Crow.

ofésuch contracts, one wayksr another, and 1T am somewhat

N

H§§/I/have the effrontg;y

o . Q - oo o

" i o - . [

it
4
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thn S'ate legislafutc 15 concetned telatifg/co this
v
particulagjquesticn that we are d1scussing/today/
o

MR. CHAMPION I° won t try to unravel the various

sctions that weze taken by the - 1egislature at the last

session.

differing in charaLter,“ To my knowledgc ﬁhcrc is no

fﬁ’l findieg be thealegislature as to a total bady on this -

o

,/,

:*matter,,fdnwevct, a good many people expressod intcrest

) %

in <his. They aqked rhaferhe legislatute -- that the

Lands CGWmission kcep certain guiuelines in mind when -
wcrking on this contract) and have made it quitc clear

that they will\have a‘continuing 1nterest in whether or

not we have obsecved these guldeliines. °

7

Now, it might be that upon considerat*on by

'w

%
= —
RNy

therentire legislatujr\e\\that we would take some different

= =

But as tcrthe&e}pressed positisns Hh%ch have
- come to us in the fomm of

comittee, which I think is probably the most divect
v

= . A
i
e
N\
il
N
o N o Q
’ P W . a7
Up .

0

i
P

‘There were sever%lg and some of- them were diffe1en

i

W

‘\/J

= ¥ S0 K < :
a resolution from the vesearch .

comment on this matter; this is not anuexprcssion of the

(3

vhole 1eg1qlaﬁ:re
‘of the legislature to uhich as Mr. Grant Knows. we pay
substnﬂtial nttertibn“v’

MR. CROW; "Well, we have somewhd

N

Mr. Chamgion.

the snmg'prebleﬁ,

—He/are t:ying~tp -» when we ;nsttuetfthe\\

It is an express;on of the comnlttee e

City hanaéer &nd teaeest‘the City-Attorney's office to do

certain things for us, we -- they ‘naturally are geidcdz
influenced 5} the so??wh&E:ﬁeeling along, feeling -and

sent{ment of the Council. I was just wonderinn to whn:
extent this, this feeling ‘went,, ng fav -
we have referred to on- many occnsionq today ag puhlic

policy, as to Vhether the ourllnc as has bean presen:ed

5 - o =

g N

D\ = .

- (&3
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1 the Comm;ssion s recommendations is the public policy, ins cf ar :
2 as ut:h-e State legislature h»concemcd" 3 ) K
3 I MR. CHAMPION /thl let me say this: 1t is-always o
4 'easier, of coursc, to Find public policy directio-\s in 4 o
’ 5 those t:hing:e, on uhich )-au -u:tually agree In this case - ) v
- X 5 1 don't thi_nk thcre is any difference betwcen the Comission N . o 0
i 7 and those Legislatmzs who have spoken: on thiSvﬂ‘ﬂthI.O‘ A )
N 8 agree with them. e h = ' 8
= - ) M2. CROW _':,:(_z\ cu.her words, the egislatures that have \C* g
10 | contacted this Commlssion, you are in general ;émemgnt \,,v'
5 . 11 I as to what the recommendation that qi\é,comisst@1 is © RIS
| 12 | extending at this time2 =~ Loee L 4D
3, ‘MR. CHAMPIOH: On the undivided 1ntcrest mut:cer. . B
N 14 . MR. CROW: On Lhe und:huded interest N>ow there has T . ’
15 ibeen saild” that: even: though a lesser’ amount of return has \\C - )
X 16\ ) b\egr;//m}le\\availatile I would say that by that assertion or T Q\ B
17 §tatement tbat there 19 a, moral issue involved hera other )
.18, | than a direct rceporsibility to the“constituents, to the =2 R - p
//( k 19 5 State and Lounty. the  government, to brir”lg about the bes & B g = A
/f B k : ; 20 ) possible return from any type of invest:mcnt thag we would N )
N enter int\o of this nature 7 B
22 | T MR.CCHAMPION: I wouldn't characterize - at least & o A
23 L my feeling about it -- as havirw any-woral connotatiomonc\\‘ Lo ;G s
26 i way or the other._ Tt :ls our vica o£ the oli market, of =
. 25 b the responsibilities ‘of the $tate in dealing with a whole . e
,25;‘7 area of the ecr;nomy, and in the context of thc Jauws 1nd ‘ ~ oo
B .27 - instructions .under which we-operate, 1(; e it is not ‘ “;
**A ' 28 so much ‘moral as a judgement tha/iff:)gnblit 15 bctté’r,
2 ! served by what we are proposing. ‘ ] b ' \Q : o
uD - )l[{_. CROW: Even though there {s a loss mtum‘ = ‘
3‘ < MR, bumvxon: Yes; although I would like to point oot o .
= ? . E - - ' .
. v TS c
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that>this matter of thé less tetutn, a;/é“friﬁd to paint .

\<But when Mr. Hortig was speaking, that wheﬂ\Fé talke</nb¢ut

- the 15 to 20% discount he is talking abcu the injc{al
impact in«that firset major bid wnd gt would’bg)nur hopc

that whatever was finally warkcd Ou%, th&t that wonld be

- pretty substantially made up “in thc :atal antern of: the

il

bidding We® don»twthink that the diﬂcount would be in this
15 to 207 area if we wosked out_a totui work pﬁttern, good
pattern~of-bidd1ng, o that we are talking about in our
judgement 1 think or 1t ie m,—judgement a much smalxpr
amount ‘of difference\ of discount that might be ‘involved
because . of fpllowing Just Q*Q\publi" policg

o MR, CROW‘ Well aow, this gentleman over here in some-
g . what, rebuttal to the undivided intcrest says “that there 1s
f sttong possibility thaf the retu:n to the City and, the
/"State will be greater. I vould ask then do you have

| any figures to substantiate such remark? What is thnre

L that you can aid us wlth ftoday that would, prove‘your

T2 P

position over thgypthcr faction? a

but I am suggesting. also that the figures that you have

just‘heard referring to a 15 and 207 reductionn ar ,ﬁnc
= o

sotstantiated bv the £igures here. What 1 am snuing is

i that these are botn spcculations th05c ateE hath ways of

‘looking at a pargicular probiem. T think ft depends how

you look at it. It depends on what factors you have in-
° Ry

at might happen; So‘l

mind asg_to how you cﬁatacteriz

am éhggescing another apptoach nnd ) ¢ think the anp ach N

. ! /&aat 1 am suggesting 1z just as valid as-ths one than\hns

begp suggested previouslyl g A

49, . N ’

THE HAYOff\ Mr. Sietocy, - : . o«
MR. SIEROTY: ~¥o, 1 have no figures to substantiate this .
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" caytoma ically insares that one company or a pteartanged

‘ through cne - bid

o I K o =, “ o @
30 [\ B = : —
: ) .
o .y ) . . . .
AN .
_ ‘ h \‘ 9 O
— ok . )
el N )
;:;fﬂs MAYOR: Mr. Cransten. B
=5 ‘ o - R
MR. CRAVSTON‘ JE'd like to comment on that poiat also, K
I think.that on both matters and both questio 15 before us. ,‘
in the matter of thecynu§yided interest, thereﬁare matters e
- of jﬁdgenent.tjltJ'é the judgement of the three members of m:j

the Lands Commission thac Lboze is a mattet of publlc

”bid situation -that

_L'J

policy invo;ved n—ﬂqtjpp

a3

combination® of companina will acquiro th:Ln entire field

o

>

/ﬂ-; -

On the jattet of uhat happens to you in tegard

to income to the State and to the City, ¥ thiuerhat this

also as enti:ely a matter of jmd ement. The sit: zation

ptesented.by Ftank Hortig was a matter of-a hypothetical

u

company performing certain\hypofhetical acts. Idon"€.

-think that we wiIl ever know ‘-~ we do not know wow, and I.
" =
do not believe that we will ever know whether one prccedure

>

or another is likely to produce and has PE

o“ced moye money

&

or'less than some othex pzocef?rn might produCL
R
like to siggest three, réasons; for this

and 1'

4 ~oF

orie, in terms

aof the undividediznue:est you do pet the-possibility of

more competition because more compa_\g§ uif(///xable to 4ﬁeff‘

bid 1€ thete

are
(=%

Qome companie%/ihwt"
iy 7
o 4

//,. 2f a sma\;er

some smaller units,

3

cannot bid for 100700f this degl‘éﬁh'ﬁ

than _aéfj/}hen, and tuomother h;BBEEEtfeel situations

which:might develop is this°

suppose;that tnere'is»a

N

company, or several companies,‘hypotbettcal “who wish to

{

N

(38

acquitn as much c‘ this £ie1d as possible.lcghey

to get 100 or 80 or 60 or 40, or whatever wrjor amount
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they can, and the moze the bcttor r wolud th:lnk that

‘§they wou]d bid quite h*qp 1f they had a chance’ to bid on

Vs Ry
the 100%. I would think also tnat if -we staxs of £ withe

a 45 or a 30 or a 60% field, onec r more such corppanies

A

@

Al

.

24

!Q

~ would 5£ﬁ very high to acquireythat»po}tion, and then they

\
[« T < N~ I

would proceed to bid very higﬁ o the second iargest

o

~1

portion so that they would” then have a major pértion of

\\\

this field then under their control. The company“which

@

,2 || bid against them n the £irst portion that failqd might

, S - ¢
10 bid very high, I should think, on the socondilnrgest

1 | undivided interest, ;n hopes, (a) of acqu;ring that fo:
12 themselves, and (b) Blthnps in hopes of frustrating i
13 _compbny number one ia its effort to acquire a vctﬁ)ﬁiabondo%z
14 aﬁt centrel here. And this might lcad k2% very heavy
15 bidding and very large income to the State -
16 ‘ 1 would like to an,Frank‘“ortig 1£ that is not\

17 - a hypothetical q#tuation:whifh mﬁéht possibly deve@op.

18 MR. HORTIG: Definitely.o } .
19 MR. CRANSTON: Good. Now let\me ask on another dne:
. 20 do there not quite possibly exiét oll companies who have
%%»- a greater interest in?achuiiing thi? oil for refining and
« éé 4 other purposes, and 1nteféstc=ﬁgth~£3 greater in that
23 ; respect than their interest in the EEan\of the net
24 | pggperties which t ey would acquire fro “thc fleld? i

)
&

MR. HORTIG: This again is a s tuation applicable to

28 gsome of the companies, depending,cntirely on the inter-
. 27 rela tionship Gf'their ptospective reserves and what they.
28 hope to have xor~rc£incry cnpncity in ;he [uture \‘
20 | ' MR. CRANSTON: 1If that is true of certain possible
050* gompaniési it wo&l gseem to me quite plausible that._they
31 would not discount their bids appreciably, if they have to -
¢ : @
| tzﬂ N - s,
: // -
s1.

)
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- would ask Frank Hortig

" need affect our action at this timé in any particular way

~with you to Frank Hortig

. on the average from exgsting Stafe oil/and gas leases is

2z - ' Fen . o
3

TN

o

7 . °
—. N ~ - 3 ‘

=

iy} =}

to smaller undivided intcrests smaller-than, 60, 70, BOlv

N
=)

- 90"or 100, bccause the discount would apply to tha percentage .
Y

of that profit which they would altirately rcceive and

that is nat the important factor in their calculntion
A Y s 7
Thny are after 011 for rafining or --~ond suchy purpoges .’ - 5 R

SEEN = 3

‘1he State .ever before entered in'o

Vi

MR. CROV: Has

7]

[ 4] ) s
agreement where they had divided interests in thefr oil ’ ‘

leases'
W) = 2

© MR.CRANSTON: I don't believe that we have, but I e

==

/r——/

. §

No. T . ¢

Again we are in a completely

different situation I don't thi k that such Prccedenta

/17‘

MR CROH
MR. CTRANSTONT But 1 am glad to submit\ghe question
Y7, §

2

s

MR. CHAMPION: 1'd like to have the answer include

some statements as fo volume, - i don't ).i;ﬁ we hgvc-over : o
cousidered anything of this as to vol /4 which would have

this total impact on the market. If/zgu could put it
to-us in terms of the production inVOlved\nere and the
production fnvolved in typical contracts of thc pas;.‘

In response to the composite question.

o

. MR. HORTIG:

o

{}think a brief summary 1s required. One, the State Lands

Commission is authorized”uhder lav only to issue oil and ’ 7
gasg leases, and nnt ta enter into net preofits agreement or : T
service contractu [o* the producition of oil such as the

Ci.y'gf Long Beash has undertaken heretofore and 1

(4

proposirg under the current contract. Thz/gﬁbss product101
V4

D

appfoximately of ‘the same order of zagnitude as prodaction

WG

has been.heretoforg under Long Beach Harbor Depattment s

>

O~
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- understanding of this, contract 1'd like to know bat that . Vs

(5

&
i o R
o i s (’ Q)
. £

Contract, and,Ipr the Long Beach Harbor Depaz_mcnt parcels -
The large diIinrenLial that must be tecognized is\%he Yo
" fact that the State Lands Commission has. never had &Lﬂb]e
for lease offer lands of the quality and the virtually ¢
known potentﬁai in most 1nstances:tﬁét the Gityyof Long
Beach has had n%ailable for:dcvélophent §idee service

contracts. Thete[ore, a direct comparison of returns

- tunder the two systems cannot be made without including g

all the discount and dcpreciation factor: necessary to -
get both types of operation to a common base
.~ THE MAYOR:
RN

¥r. Mansell -- excuso me -- Mr. Bond/
\\%R. BOND:

Mr. Champion, 1'd like to ask Mr. Hortig

a questivggdn regards to his tgatimo ;Da Yew moggnts aé;‘
' ” Frank, 1 undérstood you to say thnt:there was

a danger to the fleld contraciors of-a default by one of
the undivided'inrere;;s“'H911£:1t is my understanding in
talking to our\7ﬁ1 people in regards to this contract as
we have offered it, or as you have offcted ic here in your b,

45, 25, and 15%, that should there be a default by one of j”

-, the undivided interests other than the field-conttactor,

«thatdthe field contréctor-vgpld handle that oil and seil . ’
1: at the best price that hg;could g%f Eof’it and 1 will® 4
-- w0L1d you explain the danger that exists for anybody s
taking the prime contract on this, or the field contrnct
under a situation of tha(‘type’ Now 1f I am wrong on my

is the way I understand 1t,4that should there be a defaulL //{:

by one of the 25, 15, or 107, undivided inteorest holdets,

that the field contractor merely 1s indebeed or his . & 2

interest in iffigﬁin selling it at tbe ve:yl%ggg price that

N9 \ P
he can get for it. This has nothing to do with the avyrage. ~

. e
A S

N

&)

G
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“So
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. . .v 1 . posted price. lt is the best price thut he cﬁ;\ Dget for | )
’ | ., 2 a that oil. ‘Would you explain that, piease" B = l e
) 3 HR- HO'{TI(,- 1 belicve you are completcly ¢cotrect o
. 2 4 1n youn analysis, Mr. Bond,of the prohlcm you stuted, aml N ' ’ . L e
’ 5° the proposal for continued productlon o[ the totnl amount« N
§ eﬁ of oll lenving that {Qt’ubich an undividcd intcrest holdsy ) B %2 S »
k o 7 ‘might be ‘in defnult by the ficld oncrating contractor is ) ] c #oy ’ & o
S - g I  one of ‘the suggeste«& methods of hnhdiing tbe situation; so . z/
O,; = ) Fhete would be fio danget to the ﬁeld o‘,&etatmg cofitrastor Q
; 10 " " in the contextn wh:u:h you have pul: it. 7T hope (:mmcilmn})G
o - : 1;? Kealer and 1 viere dlscussing a :different type of danoer i,/,ﬁ;\\\ iﬂ S
. iz wheri he uzed the® word "danger' in the sense thgt on an -
) 13 § operation o/E the type ptopoqed iv thare uane xtreme: » )
) is I numbcb of undivided intetests, aml 1 beliéjwz K/ dere ‘_ : V g
s 18 discusaing that pogsibility at the same time, “Qhitch e gtre:&ﬂ e /
‘18 number of undivided interests woitld of course heightcn thgﬂ \ Ll :
: ) < 17 || mathematical possibll{ty 0f defaults by indlvidual intetest )
18 tioldecs, that the neccssit; of undettak{ng opvtationq for N DA
b : 7 .0 o 19, mihundllng addltional oil for q{mch defuuttinf co—ntrnctorv. ] ’ ;_
20 . in 8 ldrge nuln&er might be again cansidercd ag A diswuntin ° v T
° : . ?1 factot by the EieId operating cggttactgt at the t{m:e, te . ¢ 2 , ‘
AT ° 22 4 -made his own bid. ) ; i : S ”
L 23 | MR. BOND:_ sxcuse me, Mr. Hortig.- Say that this o :
24 ‘ contract was let at 45,725, 15, or the undivided in‘tve.teﬂ;t L Yy
?? ] ‘proposal, and the default should occur by the 257 holder, | . | ',
o 26 v thls would thrfon your figures of 150, 000" barfels = day O' k -
B ’ 27 some 37,500 barrels of oil on the market every day,’ b A
A,jé 28 - d:lmedtate_iy, woirld -1t not? That’s less one=four of the : i
. 29;% .150,000. Wouldn't this affect the average pds‘t’?d price )
30 consldetably 1fothis cil was uvallable" ) v el et
O°:’:1 ' MR. MORTIC: Under the circm—tinces yuu have aauﬁed, )
. S
! ’ ( = 54
N N i
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__was that he would sell it to the best wfice that K¢ eotld = s
’ get, and 1£ it vas a matter of tankage ) te would tave to =

. definitely would be in the area to be explored by the

= ’ //,/ ) V & ’

Mr. Bonid, thig same oil would have been available, it would

-~ have be\'n teing ﬁfnduéad by the ficld ﬁpefaﬁng rqnttué%ef

for the Ondivided {nterest bolder angwny. The only,

differesice Géuz&fm that with a daf/iultmg triterest holder

then the ficld oporating contractor wnuId w tmdcttak@

z
- the haqdling and the mzitketiﬂg of. thut add\gofml umunt

of 011, which could be an opetd"iﬂg 'ompligat;fon sudéenly
thrdst uson a _ﬁeld dpegtitin_g,_ contractor which he” gommy o

wouldn't want to alsume without some additional esmpensation,

or if there wers not pvmvisiun fn &fuz conbmcb for

additional compensation ot evern mditicucion of the pfodm’t!rm
“n:?e 0 As to leave thig, fdr Iack of .4 better term, d..tau) red

oll 1n the gmund untib the nev intet’cSt, quatified Mt&t’e§t
holdef could be fou .

bﬂ% Immk youi, Wes lwttig. w, umlcutand(ng,

% 3

@

seil 14) fmmediately, go thdr, ‘sSeems to we of jof
2 MR, HOR‘I'IG, % a possible
method of hamhing 1t under the contrsce, and would 0

v Concern .

mig wis' s supgestion as

2

tespestive staffs in terms' ot fecmnding g final mvttact
back to the Couctl. e o

COVERIIOR Amasow Mc. Horedg, 1 d 1ike to ask -« a.11!ﬂ e

T

e

to bgeak 1n on that defsultee. Whst happens to Ms/«aﬁic'cd

: faytlty” 1 dor’t ses where you have go;wfﬁing\m 1ose 11

-

" somebody puts up scwe sdvqggawméy and we ;raoanly golng on

. \ B 2 // e . o .
> “\\ o - ke
N . : ° o

=3 /
ﬂien wider thosc citcmstdm:es =
bec‘uuse fah rd of Hav{ng to’ take on such t%af
‘oll, a ﬁeld apatatot cdnttécwr Mddlng ¢i = the lutgast;

[N}

el G

[}
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' 'have the conuuu .

__what we are- ytoduciﬂg eéach day and vc az%e sell fng st the -
market price at that tiws, 1 don’ ¢ sec whm:e ve would do
aﬂytnzng tut gofn 1;/" smbod/ dmp‘md tﬁe;t intereﬂ:, B O ,
don't sce where therd {s a feopardy; ﬁacm f.a me. Iilv.c it:
wey!d be 8 good desl for someone Lf one ot the pe/of)lc .

dtcpped» theliz interest. There 15° smt,hl_ng belng raised

al

1 (/an t-understand. - . -
YA, HORTIC: T hope 1 & drze’c 1nfcz that thevc vas any

1t
el

Jf jeopardy._' T would sgree with yaur analysis, Covérnorx
‘Andesson. The only difffcultics fnherent fn this situstion

are’ as to shat sort of //hazurd to the Mddcr, the blider
for thc ﬂcid opcmung c(mcracc voul%eel cxisud by :
‘reason of this type o[ operation. 0 ,

__ COvERNOR Anm@on« There 1s no hazard, but 1s it an
ad\v\lnuy to-him? 1 ﬂze 0o bz"zud to myaifg, except thcc

guy that gives up his !.nteten and his advanced royalty.

. He are tolking about ofl that 1s. bcﬁng solé eve*y day aml at

‘A current matket pﬂ.cs, »

MR. HORTIC:

l!nder the proposed tom of contract, the. 1ndividual undivhlcd
f)l

interut iwldct would mzket hiis share o>£‘ c!m ail.h
1f hc dcfnult-'d lou hi.s contmcc,

That v’@corﬂ:cc, Goveraor Andetson .

He would

no- longer had a nd'-:f walked off fro- tbe opexation, [or
vhatever reuon, then thcfe would b@z chag number of barrels
of 011 every c!ay that ‘the flcld ope-ating coqttsctot either
under, the. present proponl Hould ‘have to uke physicn\
custody of, whizh he did ‘not previously, and would have

to provide 8 nrkec for, -n opctat!.gn which he di{d nct
conduct puvlously, 811 of uhlch would be an nddlttoml

opentin; burden on the ﬂeld operating contmctcr. 1£ thc

[\
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o
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i gzed, Invcstigaic ait;qrmtivc opcfatlng procedurcs whem!f} v
‘. such a d1fftcylty and sudden Imposititn on a fleld-

. Bondha

TSI

=g

pouibilfty of . hapgcning in the operatixm, he would
pmbably take insurance against this 1a temms of diueunting
bis bid “for the privil loge of bgcomi'hg a ilald opcra:tnr

‘On the other kand, -one of tlw, -frctors that ° : : : N
can be yveviewed, and will be, 1 om sure, 1f w& can have _ : ' '
the staff conferences which we hope axe going to be zuthcr-

contiractor, -

opcmuné contracter necd not cvcni:smté' as, ‘for exampie,
evalunte what effect there would be u tham rmu a dcfnult
as to 57, of the 011 Iorexnmple, tc simply rcduce the o , g
pmuugtU Tate frem the ficld by 5%, Icaveﬂ\that oil in > _
the gtoungi, makc the remaining dtstr butionx until such ﬁ,f ' : e
time a3 a new 1ntetesc holdet had bid for and was qntitled 5
ofl.
mo\t icatlonl that can\@ suggasted; and 3 number of .,

‘Ihere are o ntﬁ-nbct of

@

\w yeceive the 57. of tae

me:ro o£ elimdnating the ditficulticu that counczlman = e -

pointed up do exist in sm of the oreposals

that are now befcrc the f‘mmdl and the Lands Comission o - y '

© MR. Cl{AHPION : £xcuse e -- might it not slso be )

w N
g N N

btrue, ?xowcvcr, that depending on the .state of thc contracto~, o

And .
1 think this is the point Licutcnnnt Governor La 'rying <5: - @

he might be very happy to gct that ndditinnnl nil"

co make. It could vo:k both ways, I mcan, he may be subject

t.o ‘having more oil thamhe 18 in a poution to handlc or  9F_~o
r../
he may be in a° very advantageocus position of Being ab‘e

to pick up.more 05,1 than he hi.the:to had end cou[d use
!

2

>

in the operation.

B o i

MR. BOND: Mr. Chnmpion, mybe the pol,n did not come . ° s 9
N , :

24%7% Q Qa :

ot clear here. 1t is 'my underptandm; that in case -of a, i

dcfault, the field contucto_,hau to. uke thru oil He t'.hen ‘ Cose
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will sell it -- he can't stire é;g\for;vez -~ he uin;éign o
it for the highest offer, not the highest posted price, - ¢
and perhaps ;hc:é i& an extfa‘ quantity of/‘this oil in the oo N 5
Eiéld at that ‘Vtime and he can't et it at the posted, get
the posted- p:ice fot H;. so this 4is-a dnngnr that 1s ngt

I

assumed by ;hg field coatractor, but by t_he“ City and'the . =-*. _ « =©

o

MR. cwxou:”& 1 ngree with you, but T think that what
Mr. Hortig said-is still Lrue. 'i'h’ete n:e‘q"vays to'dmﬂ with °

Al

this aituation where it does not involve a risk on the paxt E N

of the field contracto:, RN

~ °_ MR. GRANT: Nr. Chairman -- . I \
‘ 'fﬂE HAYOR: Mr. Grang, !_!t, Mansell has Be;n \;aitj.ng here - .o

3

for quite a few moments. Mr. Mansell? ne v &

2 5 =

- MR mussu. Go ahead,°Mr..Grant. ~ _ ] SN
MR. GRAN'L 1 dust unnted to poinr out - that during our 7
converution this aftemoon - develo}»ed by the Stai’e o
officiall, the poucy :hat is 1nvolve( uh[ch 1is quite

1mportan: to them, taking into conslderation nll Eactom 7 ) o

1nvolved Furthet, whit we are doing now 1s guessing on

vhat might take place in the event of certain acticns on rhr :
i part of bi?idets- and,_ so forth. It seems ko me that we axe o’
k entering, into a problem vhnmﬁyou are going to hnve to worl:

out a basic proce\dnte that will, fit our needs, and perhaps

| you wiu mke some mistakes; well that's been done in the L o

past; and 1 aope we don't in the future ~~ but nevcrthcles- -

— “ 4 °

we age” golng :a try and apgarently ‘outguess those tﬁat are

going to bid upoh us, bi::l en outz produ:ts. How matirally » o :
everyone 1nvo1-;ed nere uants the best progtam possiblegfcr

the Stste and the City of l.ong Beach. I think that’ primarily %
: -1 weated to poh: out those tva items, the ﬂ:ems that vere » e

¥ =
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1y, ,basically 8 matter of policy, uhich :ls very dmportant and s
21 ‘the fu:ther [act that the majoee: 1tem(\ that we are discussing - D
3 fln\te completciy conjectute, and chey wﬂl; have to be worked ~ 4
» 4' out R the basiq of the saggestionss made thzt‘t you get f’ac ) ) /
5 Ttogethet nnd work out‘a solution, and tha* Tay b.. “done, \\ ) . )
6 ] 1am quite sure, satisfnctorﬂy to #il-of us. f_; Y o v
,7';\‘@?{; THE MAYOR: My, Crow. A O° Ca w0 ¢
'8;% x MR.,,CI!OW:’- Mr. Champion,ﬁz"aiwuys ﬁgt- back,to the‘ 0 oo
- ‘)9\ , factor of public policy We can flower this up all we \ 0, “ 7 R
10 unnc, 1asx far as what the State uouId like and ‘what we: wouxd i B “ -
: 11~ iike, but I think the main dlscussion pcdnt that we havc ) % )
12 today 1s° ono the undividﬂd dntems’t._ So 1 really donw " ° s N
13 know before \ue leave. this rToom: today uhether we ui‘l ha've . / ,; e c
14 | reached any cnnclusive pos*l tion uhat-aevet, but I would like - - 5 ’
15 to ‘eel that we, a-\d 1f we do achoum. :nat we somewhat, . g . & . )
16 you somewhat have the feeling of the gouncﬂ as 1: may ..,, ) )ﬁ : v .
17 §  how they feel about undivs.ded Tnterest The public poliry e a ﬁ% & =
013 that we have heard quite often here today -- undoubtcdly 45 7 T
19 , whatever-it is -~ is guided and 1nf1uenced by the Stnte CO:
20 Legislatureg 'Rfat ‘being true, Mr. DChampi?n, did no!:' the N ) 4\
21 ‘Assembly unanimously advocate ‘the approval of the Long‘ a N .
22 Beach approach to this oil ceatract, and did not the ’ o
23 Senate “réject-the fLSulIivan Report and put it into an ”
24 i Interim study" Now if thcse “two ﬁiirgi are true, if the T -
25 ! State Leéislature had unanimously approved the aé;;oncﬁ '3 o S e ?
726 that Zhe City of Long Beach has to this problem, then 1 = . .
42? ) um.ld ask you, Ht. Champion. where i< the public palicy . " .
28 | coming From if it is not coming from the State Legislature . Mmj?"
290 || which has unanimously- approved our -_éositign, tﬁén‘uho;are L ) ’ { C.U o
.300 :t/bhe‘opecple/ vho-are establishing public policy as ‘far as R
5 Sa;rayiht; is. ccncerred? ’ = | ﬁ
= - e
i o © .
o 59, <
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Legislature and the Senate lfnd the As

9
'Vleamed from Gur Cj.ty Hanager and C11:y Attorney is this,

2

o

] - = "h ; : . = /“. ’ . 2 .
. “HR.-CHAMPION: You don't mean the leg&slatuml you
. : 7 oL o .

< mean :he Assembly?
m CROW: )
HR CHAHPION' 1 think probably the postm? here 1s °

- - Ho_
) - LT

_3 ,
I mean the A\ssemb‘[y, ycs.

20

that there was not an agtecment, that the

simply thls ]

4 EX

legislature has not takei cencxusive action that Cthere
the-e was at.tlon taken /7
f‘\

in the Senate, that if He do. rot ftnd uﬂn oux own’ rz.sponsi bi -5 t:.'

@

_sas acti T taken in the Assembly ’

, some agreement :ln this area,. that: it will go back to- the -

Vi

semb y will have to

=

work cut their diffetences on :nis, and that thlS will
C P
then be a conulusive legislative finding. L‘i‘hete was no ,

conclusive leg‘.slntive finding.
MR CROW:

as the Assem%ly %cop;cmed -as far as’ t.he City of Long

Yes, Mr Cham n, but I feel that 1nasmd‘1

a5 \

Beach 15 ccncemed is this problem, thnt we have éomewhat

[s]

'the orﬂcia! blessing as to our approat_h 1is concen-ed Now,

if there be problems that we have nothfng. no knowledge of,

Q0

or xﬂ sor,eone is magnifying a sit.mtion way beyond

5

pmportlon, then 1 woum think that it would be fair that we

would knov these ‘pesitions. Bu..( ﬁe way thfxt: 1 sce 1r., as

has %een tald o me and uhat 1 have tead “and uhat 1 have

)
is

oD

, that although t‘xey have not genuine ap(pmval for cvery,thing
p . P 2.

'tluﬁ we hdve done, more or leaz they are unanimous in their

:opinion that: we are goeing along on the dght p'u:h N
] I am think to: ﬁ:’ysclf Hr. Champion, and I must O o . ‘
speak up loudly Hl'ExD‘L 1 thlnk to myself that there undoubﬁ",d"'
are some {interests in the State who want it this pa:ticular ! C{ ’ T
way, and 'chcte are those who” van: 1!: the other way, the '
undivided‘portilon. Ncu getting to pubuc Ucy, 1:13’* T °
= _ ) s ] \ \




5]

a o

N g - = N 5
= : . : SN N s
e oL T o \ﬁ i \Lﬁ
Q. © F ' I‘{ - E : 0 - L
b s . o7 )
© - o )
° 1 Assembl.y has ‘moxe or leas sanctioned our position, and ° A
i 2 1nasmuch as. they have, u-habseems to t=* the concern as o N ) 3
° ;J .3 fhns \.‘\ese othe? interests are? ' A N O
’ ] f MR. CHAHPHJN‘ ¥ell, 1lct me say sunply this. and I o
“ g 5 spenk for myself.” I-‘undament‘—. 1y we have takcn the position = ‘\O =
8. a& the state Lands Couinis"ior. we exp )essed it ta you in .
S 7§ the previous proposal‘ Petsonally 1 take the po=1tion that - l .
0}3 ‘;5 this is good publ‘i.c policy.;,lf the legi.llatuxe is <+~ ifw B /
e we cannot reach an agteeumnt,yto vhat is zood public . ° .
10 ”\vpclicy here, 8‘;‘)] 1f we have dif‘-’erences, ‘then I think the o g
R only thing to~do is_to stop looking at the advisoties that : ’. (\ﬁk .
1% we recnive from the 9ssembly or ftom the Senate Rcsearch A ,k'\']
) m Compittee or from anyone else, and take t‘lis ‘whole matte; _ f.‘ K
14 sto the legislatute and let, tbem resolve it. If we can't do ‘ ;}i—wr - ) \
15§ so, “that is the form tn whi-h 1t ‘should be tesalf.red As BN b
18 1 ‘matters now sl:and the body ﬂxed with the legal respon- ST ) «
17 sibility _/or appmvlag this con*rac is the Statc Land-a N
18 Comlssioﬂ, and it has nothing to do with any in}:rcsts in Coe « 6
V19 te; 1 nas to do ‘simpl§ with our judgemenr. as to what bes:. E
K 20 ,_4? protects‘i‘he 1ntexest§:o‘ the State. We ‘have the respon- , i N A 7
?1 sibility, no one else. The legi.slature can almr the S \ 0 |
o 22 i conditions of that :espons:lbility, £ 1ic ufshes to do so, u L ~  .
2 but as far as 1 am ‘concerned, unril"éhc leg;slature takess . ./ .
24 that actien legally and fomllv and as/m a vhole body, as I ,G Y =
25 | satd earlier, not a matter’of 41 fference betvcen two bodies . o
26 or betveen _Broups in the two bodies, then this Commission = )
@y ?7 has. titat responsibfutyz 4And 1 did not mean by anyth{ng = 2 o fi’ c?
//56/ . 1 said to indicate that the Iegislature was d’etem!nins— . T S i
20 - TS
‘this as of ‘now. -1 said that unless we coul.d reach an == - v
%0 agm@,&n: they were going to. N . T ,D . .
3L MR. CROW: Well, now it hns been 1nfemd_to me thatf; ) -
LC e © . o - ) " : . . . g o
o i o 61. - ° ogr - ! =
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1 'public policy 1s more or less regulated and gt.idcd and / o
2': influenced by the leglslature, -and now ycu are tell.lng :/, A
3 ‘Mr. Champion, that perhaps the public policy is etemming\\— e
4 . from the State Lands Commission. : 9 - I\ ) ‘ ) :
5 MR. CHAHPION Public policy is the ju&ge;ght of the . A
:5 Vpeople held responsible fot any_ given act, whar. they consider 4 ‘ °
-;{ _ to be in the public inteze:?t, We are given “the responsibiiity =
8 || of determining in this case what we consider to be in’ che - 9
o) public interest. . We can’t talk about public policy as if i \\
10 it wete law* obviouslv not. 1f we (are going ;to have law in : v &
n this area, the legislature is ggj.ng fo write new law. _ In y
12 the mecantime, we htw\e to act fn our, dlscretion Hithin the / : .
13 areas set forth by the present law. And I don't t’hink Vs { /"le
14 -anybody feels that we are outside that area of d1s¢_:xetion. e k\ . // :
.18 {3 MR. ‘CROW: You wo‘.ldn t say that. the State I_segislaturc /f/f:/’/ - .
a6 has taken- a position sayi 14 thdy the City of Long Beach is , ‘ ’ )
17 ‘ contrary to gqud,public polircynéé\l?ar as the - ) I3 .
jag MR. CHAMPION: Not at all, not at all. ’ ” ~ T, s
19 . MR, CROW: That's tig,lg: ) o . »
20 °  MR. CHAMPION: 1T might say one other thing about this,

31' "and that is, {t seems to me, not fu this discussion, but at

V 29 some of the previous ‘discussiong, we did want to exblore
23 | hypothetically this tking, but I think it would be . yery
helpful to both of us {f with this kind of background the’

:3503 staff now explored the pos ibilities, :cetumcd to each of us

a0
ry

26 with a specific pzoposal agaiast which we could pose many o T
27 of the questions that have been posed here today. And that
28 probably this ifs, .at this point would gec to be a more

20 Je hhittul procee}ling thn to cuntip.le \u.th a numbet of more -

:50 % hvpothases. . .

k.5 O MR. CROW: You Gor! tQ:are whether divided 1ntere=\t or / e

’ “ [ . © o - E Y
N - LT AN . by
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lssut/d to date by the c1ty of Long Beach thie @xpectations -

on the reneual

- N

GOVERM)R ANDERSON Anythlng this EHB nnywhete, Frag’k,
ything of this size anywhema ' N e

~ <

HR,_HQRTI,G: " No, °sir: o ® 07

£

GOVi‘ﬁNOR ANDER'SOﬁ‘:' In othct uords. ve are specu}ative
on there will be a premiun paid for this, ared't we?.

MR, HORTI:; We are specu‘lating that there coul.d be a
ptemium paid for- th:ls, yes. - o ’ :
) * GOVERNOR ANDERSON* Now t:he second thing, you used a .
f;.gute oﬁ 160 000 batrexa per day. Hou smany potential or. " N :
pzosppct:lve blddets do we have thez. could hnndle tﬁat

amcunt? &

e K ]

/ - ‘63. ]
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/A‘ﬁ o . - ﬁmo 4
- o o = ’)752,\ - D Qe g _— 2 _1
T ° ° ° ‘ 0 9 ;j
X @ ; o . EOY 'G s =
S /D ] o @
- - N g ° o )
’ 0%0 = va’ O W o ° %" N
. undiv;dcd 1nterest that's all it amounts to. We can == 0'0'53 o
- MR. GRANT\ 1 agtee uiLh Mr. CFampion, and he 1s o = . s (\ o
—fc.leu-n -8 dine of prgcedute hich £a dclc ated / ~this ) s 'c//
_ group, and 1 would much _rather gee 1t in hischands thang o = S
B . B P . - ‘f:;:‘ - i G; // .
elsevhere. Q . e S : o 5
THE MAYOR: Govcmot Anderson .’ - . C . s v s .
"~V coveryor mmasc)) ;1 wented to ask M. Holrtig a ) oo
question cnrliet, f"wnsn t ablc to get to it.” Trank, " o © Y
there seemed fu be some, uhen you were mald.ng y%'.:-r‘htenkdoun
earlier of thi 100% down 'to 607 and down to the other, Y oo
Q (QT;_- h @
thete scemed Lo be an. accepmnce - mnybe 1°am wrong ~ \ T
‘ that someone would pay a higher: price a- premium price . °
for a 1007 control. Now i3 this some\}dng we have evidence . °
O 4 - 2 - - o o
on, or some speculation? ° o ; i
“MR. HORTIG: This is calculnted ag.a most probable L \ _ .
result out of the entire range of -esult:s, based on o 'O?
e\:perlence of what has happened in connecci,on uith both
prior setvice contmcts, 1£ ycu will, that have been . . 7
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