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MAY 25, 1967 - 10:17°AM. ~
2 ’ : . , C’.

MR, FibURﬂOQ: The meeting of the qtate Landl

Commission will come to orcer.

We will prcaceed with the calendar as stipulated herd. -

Am I correcc, Hr. Hortig, thac wE\have no indication

from anyone in the audience -- with one excéption‘ chat chere

1 is no)desire to testify on any of che items outside of that s

one- 1nltamce we just discussed’

0

HR. HORTIG: That's correct, Mr. Chairman. ™
MR. FLOURNOY: Let's proceed to-confirm the minutes.

| of the meeting of Apeil 27, 1967. <
GOV, FINCH: fﬂowi/épproval} = S X

ER. FPOURNOY: Without objection, sc approved.
A8 ve have in the past, we will move through: these

items quickly, unless there is some objection or desire for

o
(]

Q:GOV, FINCH: I move all the items under P
“MR. FLOURNOY: Permits, easements, and ri/// -of-

vay which are to be grgpiéd to public and other agencies at

‘no -fee, pursuant to statute -- withéut”objéccion, thoieritanaﬁi

8o liafed”villebe approvedﬁas indicated.
MR, SMITH: T move all the items under Number &.
MR. FLOURNOY: These are permits, ecasements, leases
and rightl-of-f;y issued pursuant to statutes and established

rental policies of the Commission.  If there is no objeéeion,

= k\\

v R
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;11:;ho.¢ items shall be approved eovindleated;J

;Seeaion -~ which was the

::& GOV FINCH: - Move epprovel af items uuder “5 "
a MR, FLOURNOY: Theae are oil-end-gee and llnerel
leeses and permits ‘issued pureuenuato statutes and eltebliihed
policiea of the Commission. I1f there u m objeetion or dis-

cuoulon, all those items shall be: eppreved 48 indtcered
| Number 6:is four 1tenu reletlve—ro the City of Long

Beach. : , E ' , T

BRI GOV, PINCH'(’I'd like to have some explenetion of

S

thio, 1£ you would, please, Mr. Hortig.
HR HORTIG: . Yes Governor == with respect to ell

‘the 1tenl or one specific item under "6

GOV, FINCH: Just thgjbackground ° S

-MR. HORTIG: The ‘whole background, Governor,3is:c;n-~
; teined in the-legislative requirements and assignmente to che

Lends Connission in Ch‘igl\ 29, Statutes of 1956, First Extra

iret legislative determiﬂition for

5-on1tor1ng and participation by the. State in Lorg Beach tide-

land operetions, as a resgat of the decision of Hallon versusysi

Long Beach, which 1nd1cared that the Stare and che Ciry vere

in a cruetor-cruatee relationship, and che State hed an inter-

?e:t in che Long Beach tidelands.

Chapter 29 wvas established and gave nonitorin;
responsibility to the State Lands Cosmission for their °
develap-enc. . . e .

Thereafter, in 1964, by Chapter fia Pirot*!:rrlordtelry

D

n
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_tractor pursuant to eonpetitive public bidding, the day to,

vdey operetione of the contrector to be supervised ‘and directef T

g plen and budget approved by the State LendeCounieeion.

eof these four “e-e under Item 67 (No reeponee)

<G

- licigation? n .

Seeeion, the Legieleture euthorized develop-ent of the there-
tofore undeveloped Long Beech tidelands, deeigneted as the
Long Beach Unit, and provided the mechanism for that develop- '

uent to be through a service contr:et to be 1e'eued to a con-

by the ctty of Long Beach ae the agent of the State, and the:

<

entire pro;run to be conducted: in accordance with an ennual

, .11 of the items that are ‘before you under Item 6

ere 1tems that require either’ nonobjection or epprovel by the .

State Lende Cduniuion in advance, pureulnt to- the statutory
N

require-ente of the two statutes I have elreedy referred to.

MR, !'IDURMY{ Any further questione or diecueeion

snml-' I move that. Iten 6 be edopted.
| mvmeor Without objection, 1t will be i eo
ordersd. o . - ‘
I1tem Number 7 --. Adn:l.nietretion‘ one 1tem, eccept-
ing. equitclei.n deed. 1s there any diecueeion or queetion on
that utter" (llo reepome) Without objection, that will be
approved <= to euthorize the ecceptence as 1nd1ceted. Q

' llulber 8 is 1n£omt1ve only. S Are there any ques- V

ttone or diecueeion uith regerd to the status of present

-

Gov. FINCH: 1'd like to know sbout item &, the

GIISE OF ABUNNOTRATIVE PROSESURE. FTATE GF SALIFNIENA
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;State -ovned ‘lands uithout any authorization.: They have not

fbeen running an econonically effective mineral extraction

Pacific Fluorite matter. What can be aaid publicly about |
that proposed aettlement; Mr Hortig9 ’ “
MR..HORTIG. I believe the fact that a reaaonable
aettlenent can be recommended by the Office of the Attorney '
General nnd the State Lands Division.. The grounds for 1t habaio B
been developed and, as reported here, separate stipulations,v')
for - ‘entering a judgmentﬁas to -all defendants are now being
prepared, based on the reaeonableness of this" settlement -
in lieu of carrying on the litigation which hsd to be brought
by the State because of trespass operations on State lands.
a , GDV. FINCH: . Dghs this contenplate that Pacific ;
Pluorite will continue to operate? ' ’

MR. HORTIG: Wo, sir. I
GOV FINCH' They- have ceased as of now doing

; MR. HORTIG: They have cgaaed doing business as of
some time past. ‘Actually, the mineral depoaif'was not\pri-

narily located on State lands, but the proceasing mill vas on:

operation, even in trespass; for aeveral yeara. L

- m rlm 00 Ka _ : < Do .
MR, me Any further diacussion on that item?

(lo reaponse) o E |

!hen we move to Iten Nunber 9 -- Bigding procedure
for the purchaae of oli field tubular goods. Long Beach Unit,

.
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: Hilnington 011 Ficld
1 ue agreed that wc would not ‘take sdditionsl testinony from

A cin confcrring vith the other members of the Lands Comnission,v
? Long Beach -- that they feel their role as operator snd theit_
~ uncomplimentary way, snd they vish to make- s birief stttemcnt )

ﬁ»'thc -e-bcrs have concluded thst we will hcsr this, and this

~alone..
ﬁon. I -a Harold A. Lingle,) Deputy City Atto‘\\“ ey of the City

“of Long sesch. " 4 L T ey

~ chase of tubulst ~goods for the Long Bedch Unit, ‘the City of
‘Lcng Beach docs not believe thst the ststments criticsl of
_its cconomic interests snd motives .and its recommendation csn

30 unanswcted o T T =

) thst all. tubulnr goods be purchssed by untcsttictcd competi~

‘conccrning your policy and ve gsve it to you.

=3

o Rov, st thc lsst meeting of rtne Lands Coc-ission

pcrsono intsrcsted in the conclusion of this item. llouever, '

we had an advance presentation made to us from ‘the City of

, responsibility for thst function hss bccn alluded to in an 1

(LAY

that-addresses itself prmsrily to their role as Unit manager

@

o

MR. LI!IGLE* Mr. Chsimn, mqnbcrs of the Comis-

c (} :
Aftct tcviw of the transcript of the lcat meeting

'in regird to the policy to be adopted relative to the purs - | _

S5 = . . s 2

You will remembcr that the City hss conplied vith

“ the sxisting poiicy recomended by the Lande Ccmission, }i.c. b

‘tive Jbidding. This spting’ you ssked us for our 'rcconcndstion'

SUVISE OF ABNNNSTRATIVE PRESESUSE. STATE 8F GALIFSNINL
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ssid to you it ifb long-rsnge economic policy to’ be decided

2 £ -

we think we have an° obligation to give~you our Opinions even’

tive of ignoring oil tield ptactices in the Uhited Ststes and °

reeomnending thst you pur;hsse foreign pige so as to
. O o .

RN

benefic>our Port income.

¢}

B
o . . )

e

0

Anyone believing thst the City of Long Besch does

B

S
noo&hsve an economic 1nterest in. the return from the Long

‘ leech Unit, East Hilnington Field, does not\onderscsnd the

concrsc:, ‘the law, or the economics of the okl field. Ours

Ca

N

engineers cell us thst _there is svgood ptobﬁb%}icy thst the

. nonopersting contractors viIl be in the net during ‘the period

vhen the City qgee*ves 501 of the income from the- Esst Hilming

= S
- ‘l‘)

: be/in the. net. during this period o
QH; " The Citx,hss no 3usrsntee in this oil field Our.
,only resttici:ion is as to msximn, and’ oil fields being cil
‘fields, it is\slwsys possible thst the msximun might not be
teached
bend every effort to gustsntee a high returu to tbe City snd

sse of Cslifornis, snd vhat is

~°

&Stste. Hb are a pstt of the

s

good fot the Stste 13 good for the City

<

N

' The City roceives a l% overhesd fee in lieu of

dl ) ‘{3

Q;zyﬂThe easiest thing in the world fo““&he Cicy of Long N

Besch co hsve done vould hsve been to duck Ehe issue snd hsve ‘

aing&igxlbj

P 8

too oil field, and there iz a possibility thst THUHS will slso

by the Scste,>but ssﬁwe are the Unit operstor and the trustee, .

chrough\chey msy invoke cr1tioism., We slso bsd the alterns- B R

L\:

]

L pICaac

Thus, over;@he long pull, ue hsve everv 1ncenc1v¢ to;:f 5

oy

RN

[m]




' atteapting to itemize m%any of its management costs. )
S = (. [ EA |
| 'who argue that our 1% overhead ‘allowance will -be increaaed by

-
%‘

»
=

o s @ u" ‘

the purchase of more -expensive itema overlook the fp;t that
anything that ve gained by this. 17. overhead allr%)tance will be

offset by the increased costs attributable to Operation of

cb(’t

;o/‘?'rounlot properties. In this instance, the estimated in-
I \ < J@
fcrease in our administrative allowance would amount to

=)

7
RS e 8 $6 OOG or §1, 714, per year over “the life of the contract. o
9 Doec anyone serioualy think \that the-City of Long Beac'/:(“ ‘after
' 1o .our history in Sacrmento, would jeopardize its position by .
5 ~; ) ' ll advocating the purchase of unnecessarily expensive itema" |
y 1wl Prior to our recomendations to you we made an
| 13 dntenaive investigation as to the oil companies purchasing o
‘ 14 policies. We asked for ;he 'mms parent company policies Cﬁ
- 18. We asked the policies of our other tideland operators, and
@Gu ve as\ked the policv of¢ all the oil companies vho participate
17{in the l.ong Beach l.lnit. He found that they all follow the
‘18- pracrice of buying dcmeatic tubular goods in their om. opera- 1

2

ie tiona includins State tideland leaaea. oL e e

4. oo ao ' ‘_ - Long Beacl-. has }ermitted the develcament of thia
‘ D a1 field realising its importance to the State's. econgmy -s

<

o 23 uhile ‘other tideland citiea have declined to allow tideland
23 develop-ent. Ve ¢t think the. i.ong Beach Unit s a fahovcaee of
“ urban oil develop-ent, ~and ve gbelieve/‘that othet.'u tideland

o =

citiea will pemit developaent of their oil ficxlde vhen thev
. aee how we have pioneered l.ong Beach led the fight fro-

o IS
Q o - 9 B

B ==

L e : &
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the tideland development of California, said:

: oion. N ¢ defer to, the Director of Finance.

BCeliforniu i.n the Congrese for the return of the tidelende to

the states. The Long Beach oil contrecte have resulted 1n

hundrede of miluons of dollars -of Stete revenue fo date, ulth

more than eneeti:nted billion dollars yet to cone. ‘Long Beach

‘overcame a.disastrous subsidence and sponsored the legisletion
kpemitting repressurization and unltization of the l.ong Beach
tldelend fields. These laws will giue the State additional .4~

=

—the treuendously advantageoua 'l'lll!'!s net prof.it contract We

/

are proud of our ednln:l.straticn of theae tidelend fielda.
i - Mr. A. C. Rubel, in an addreas in 1966 relative to

"The City of Long Beech early realized the
importance of the harbor oil potential and

PO in-spite-of many obstacles .imposed by the _

‘State, hae done a fantastic job of devel-
opnent.‘ . '

» In cloeing. ve think the maximum benefit froln the

Qe

0

l.ong Beach Unit can only be achieved with the coo;;eration end
[mutual underetunding ‘of tiie stete, the ctty, and muas On -
ﬂthe whole, we ﬂ\ink tlut THUMS, under our auperviei hu ”

; done a creditable job We would like to have you come ro

\\

: l,ong leaeh to see for yourselvee the job. Long leach is doi.uca

HR FIDURNOY- ‘n\enk you very nuch. ot 'i\;
llou the utter oL the purehue of o... ﬁeld tubular

: gooda 1- before the l.ande Ca-niuion for our actlon end diecul

P ®

lll. SHITH" yr Chairman, I do have ,;s motion to neke

B

7

humdreda of millions of dollars.  These same lavs permiteed - |
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. Y .nd per!upl you vould like to have discuuion on. the nwtion.a 2

munnov. Very good.” - T
- MR, sm'mv-' After studying ‘the ..nue of whethet or
not the tesolution of the Stlte Llnds CMiuion of Stheubet
;23, 1965, requiring open competitive hidding on oil well cas-
Ttn;. tubing md ltne pipe products for the l.ong leach Unit
developem: yrogrm lne roquiring the avarding of contrpcts
| to the lownt pouible bidder; and: afte- listening carefullg

©c ® 9 6 o ‘-. “ ©

to the preuntatiow made heu today and’ previeus daya, -and i

-
(-]

readin; all the lmterial from eh\lidea on that Luue) I am
convtugc}l/ that the quution prese tly before thc sut;e Lmds

3
i o
0N -

c\c-tu/ion is not one- of free t,.)ade versus !uy-Aner*>

a <

-
-

The queltton before ui is the degree to uhich the

T
o

State Lands c«mtsucn, a governmental body, ohould hwelve -

° 16 | 1cself {n the opetay.ing detanc of pttv%te business with which}
3 11: has. . direct or mdi,rect rehtiorahip. , X B L\
11 ' r In other wordl. the teal problem before \Il is- “

10 whether the State Lllldl Comiuion. ‘under the s«.-pteﬁber 23 126#;
19 ‘rnolueion. is 1n fact unnecesurily encroachin; upen the 1m-

20 | herent: rights. of m:icm companiu now operat:l.ng 1nJ,a free
L Y B outetptiu oylte- -~ a system which As indeed more_ the hlli!w'
- 83 | of our heritage chan a (purchqcing ptinci;le / '

,,,,,

83 . 1 am co'winged that the couplni.os hwolved have lon; :
% expc:ience in deteruintn; pipe purchning policy 1n };heir

7
| ) | g H i{)ji}/ ) ':ﬁ.‘
E . 20 }-hlim\,. , Althou.h I have firm conviccionc and am 3 firm .

4 : ’—"\i ) X [ \
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. 111 npplicable llws; we all wlll suffegca 3teat loss and that i

o ® \ o

feilb&er!tn cbmﬁetitiVe btdaing, 1 have an even fitmét €o§-
riction vtth regard to free entetprile. : © A
’ ' Thete 1s no doubt. that the State Landl commiaaion
must assure the people, of the State of california that the
s:acg,will receive maximum eeonamic tecovety from thi&rfteld
but@chic nanurance should not be dictated,by encroachment on

free onterprilo .- for if we encrcaeh upon free entetprise and¢
Boes wiil be tho loss of the Iree enterprile system.

Japanele tnductry and its varlouo manufacturtng eompononts,‘

and even its participation in froe trado. 1 ‘move thqr the o

resolurtion of September 23, 1965 be relelnded.

to mean 'hat oil well casing. ‘tubing, and line/ptpe requiro- L

ments should not beapurchaaed from foreign loutces- but that

1 the conpanlel in the Long leach development pro;r.m be per- e

tice in the past, as to vhere to purchase these goods. o
- Gov, FINCH: T second the motion. I lubscribo in
w:hc oconontc rope:eulcionc. ¢

caxd cntlrtly the lt'“l‘ﬂt‘ﬂf th! proponcntn of luy-Annttcln'
that we had no rocl jurildtccion. I think that's not even a |

o ) -

Thorefote. with due respect fbr _the 1n;enu1ty of the|

4 halten to add that this reaoluC1on is not intended :

mitced to make thctt own decisions, acceptable t@,their»prac-"

‘genersl to the atatement made by the Direccot oi Financ'. ,I'»v?/

have becn very unbtvalent aboututhil 1!.0@,; I an torn bocuton>;

1 have no question sbout our jurl;dletian. 1 dtl- =

B
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.iueu{ion. . . . |
| 1 do beli.eve thu we have entered 1nto this agreemex# :
,vich thit consortium in wvhat is an 1ndependent agency. We
'hlvc rightly or vron;ly given chem that nmqerhl rnpmi- ;
biuty. 1f we uere :o lay down thris mpoution, ve would ope _
np the door to deciding what their- nhr:l.es and their othor | o
maging ctiteru would be. ' - A
I nuu say, ‘on the Dbnil of cheir perfomnce, I'
have urio\u doubts as to whether they are doi.ng a good job-
| but the point 1- that they have that responsibtucy and, °
thetafo:o, ve nuat let them discharge ie. = ) _
I an further not:l.vated by the fact that ;« gi.ven
bcli.eve that in terms of lupportin; e obligatl.on, they -.
'nm: consider the eonpetit:lve situation and I believe that
with their relattonl with Japan. the !apaneu tubing will be
;1v¢n fair eomtdoruton' and 1 think that the vhole climt.e
-en;cndered by the roccncly concluded Genen 'rrnty wﬂ.l be
1nc¢nt1ve 1n this direction. = . _
) SO what we are doing here is uytng 1: is uwp to theml
. to p:oduce. and produce {e*ter thnn_ they ue' and I ncond the
,-ovo to rescind the prior order. @ /f: A )
% o lll rmuum Before calltng for a.vote on thi.o |
ul:l:or 1 mld merely like to uke ny poli.tion clear in this
gegard. . . - : b ,
W -~ In tln firse 1mt¢nce. 1 feel that there is abso- -
lutoiy no quuci.on about che legal auchortty of the Lands n

P X
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:c_iuion under the lav_to have ed:eeponeibi.lity £or the

vend therefore, I think we cennot 1n eny ‘way evoid a reoponei-k
bildey for decision. ‘ -

vlutely no denonetration, end 1. think all the evidence 13 to

the contrery, that there 10 any eubetentive difference°1n
‘ebility. end the like, end it 1e not a queetion of whether

anotcthere is e euhetentive meteriel edvente;e betveen _one

1 proof that there £e a non-price economic edventege to the S

'port t?e fact thet, all other thingp being equsl and they ere

<‘1ng biddln; to do-eetic coupeniee. vhich is the effect, 1n ny

this 1s unjuetified in terne of our reeponcibility to the

generel econonic oontrol and deoeiopnent of the operetione, 1 - i
end that we heve the reeponeibility and the cepecity and the
statutory euthority to decide this queotion -- either as -

pert of. the econonio plen or ee epert from the economic plan;

=

hl

In the decond place, I think there has been ebeo-

quelity of‘the~-nter1e1 eveilebility of eervice, deliver-

orQ

product and the other. e ) G E .

L think thirdly, thet there hes been ebﬁolutely no |-’
Stete o£’¢e11£orn£e from buying domeetic. end I think thet the
economic analyses that we have received fron‘both eidee in

|
S
thie controverey to my eetiefeetion tend very etrongly to eup-r” 5

;ﬁreletively so, there is still o subetentiel price differeutiel' 4}

and there 1s'a euhetentiel cost to the State of Celifornie in K :é
the return that we receive Eron the THUMS opération by linit-vi

view, of a decieton to rescind. the order .- end 1 £ee1 thet f. "
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taxpayer*'rl think it is unjustified in terms of our rupouu-

” btnty for the developnent of the field fot waximm econonic

v»neovery, and 1 nuu. therefore, vwith due regu'd for che

Judgment of my coueagues on the Cowtuion. _cppose thtl

”notiouo S R

] Any further diucuuion befote call for the

L > quuti.on? (llo rnponu) IURE I
& & T : TooE s e
-All of those in favor‘l et o =
M ES B ° ) V =
GOV. FINCH: Aye. IR B
10} MR. SMITH: Aye., ‘
n ' MR. FLOURNOY: Oppoudz No. -
> ‘13 The "ayu" have it -- the motion is car:ted .
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‘ oi.on -eeti.ng./u: for’ ‘l‘hurldny. June 22na ten o clock in’

[

Sacr-ento. S . =
. GOV, rnlcu

e

I like to, for che record uy thnc :

: unce the l.egi.slature hu not uen fit to provide »e w.th a

Deputy. as ay colleagues- have, 1 wiil not be preunt ‘at the

’d like- the reeord toishow that. S

(Adjoumei m-ao a.-.) ~

u to reconﬂm :he date, ti.ue md phce ”of :hg next c«:—tn-

next nuting as I luvc to be ac a ueting of :he State ceueg; ]

“The only remaining 1:em before the Co-tuion today N
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1, 10UISE H. LILLICO, reporter Tor the Office of
Adniniotutive Ptocedure. hereby certify that the foregoing

ke

pag@a ouo thtcugh /thi.rteen conta:ln a full,true; and accutate
trmcript of the ahorthand notes taken by ne 1n l:ho nntin;
of tho S‘I'A‘l.'! I.ANIS MISSION held at s.::-lento, cnifornu

el

on’May 25, 967, oo e

&

=

‘, Datesl- Loo Angeles. cniforn:l.a, luy 29 1967.
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