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A meeting of the State lands Commission was held in the office
of the Department of Finance, State Capitol, Sacramento, at 2 ofclock
Po i"iog Jﬁne 3, 10&0

Present wera:

John K. Richards, Chairman,
Ellis B, Patterson, Member,
Harry B. Riley, Member,

‘I‘he Executive Officer requested action by the Commlssmn upon

minutes oi- B%&b.&n& neld m.c:.:f 2?, }‘(}Lﬂ

Upeni motion of Mr. Patiterson, seconded by Mr. Riley, and un-~
animously carried, the minutes of the meeting of the Gommmsv on held
in Sacramentc on Hdﬁg 27, 1940, were approved and confirmed as aubm:ittwi‘

The Gu;mu.s.s ion's abbenticn was next directed to further
consideration of bids of the Calaveras Cement: Company, a corperation,
and Standard 0il Company of Cfalifornia, a carpomﬁ:wn to enter into
an agreement with the State of Cali: “crma through the bt,aue Lands
Commission to exbract pas from lands under the Jurisdiction of the
State Lends Commission at and in the vicinity of Rio Vista, Ralifornia,

Prior to the mesting, each member was furnished with a copy
of supplemental report by Dr, £. . Soper, Sonsultant m"’ the Gomﬁ:;.samn,
in which he concluded that the bid of the atané:srd il Sompany of
California was the higher bid, and he recommenied that said bid be
acce?ted. The said report Was ordered filed.

. The attention oi‘ the Conmission was called to a sommunication
of Calaverns Cement Company dabed May 28, 1940, together with a map
ﬂurpart.z.ng %o show the amounts wvhich each of ‘&he bidders would pay
to the Stabe for gas extrag ted from said State lands and to a proposal
of the Calawveras Cement Company, a corporaticn, to quitelaim to the
State a portion of the btai;e lands in the event that cmmp&ny should
be awardad the agreément.

Th@ Commission then heard from Louis J. Brxm@l ¢f the B}.Shop
@il Company and H, C. Maginn of Calaveras Cement Company, upon behalf
of the Calaverss Cement Company, & corporation, and d. Howard Marshal III
of lessrs. Fil lqburg* Madison and Sutro, Ernest Lawson and dJ. H. Thacher
of the Standard 04l Company of California, in support of bid of Stanﬁar&
0il Company of Californis,

The Executive Officer was then requested to report upon the
bids te the Commigsion and thereupon reported as follows:

"From the analys:ig of Dr. B. K. Soper, Gounsultant to the
Gommissmm and from our own study of the bids received from
Calaveras Cement Company, a corperatmn, and Standard Cil
Company of Galifornia, a eorperatmn vo axtract gas from
State isnds in the Rio ?zsta Gas ielﬁ it appesrs that the




bid of the latter company is the higher in that a greater zsturn
will come to the Jvate from the inception of the contract and
for the entire period gas would be »roduzed from the field. The
Commission therefore has two alternatives as follows:

1. 1t wust accept the bid of the Standard 0il Company
of Califovrnia, and reject the bid of the Calaveras
Cement Company, or, -

2. It must reject both bids.

"hether the Stake would be able to obtain a higher bid should
the Commission de¢cide ©o reject all bids, of course, is nob
known. It could be said that 351% plus of the net profits is
not sufficient to the State since the invesiment of the bidder
would be relatively little as compared to similar 0il well
developments, It can he stated that this is the highest bid
the State of California lLas ever received and, of ecourse, is
substantially higher than reyalties now being pald to privabe
parties and one State agency in the field which are in the
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neighborhood of 12i%.%

Opon the conclusion of the reading of the report of the
Executive Officer, the Chairman stated that the "State Lands Act of
1938" requires the Commission to secure the largest amount possible
to the State of California, thab any sward must be made %o the highest
kidder, and the members of the Commission should accept the higher
bid and reject the lower bid, or reject both biss.,

ir, Riley put the following resolut’ o
RECITAL:

Pursunant to notice of intention of -the State Lands Commission
to enter int. ar agreement for the exbraction of gas. from lands of the
State of Califurnia under the jurisdiction of the Stote Lands Commission
at and in the vicinity of Rio Vista, California, publishied in accordance
with law, bids were receivéed from Calaveras Cement Company, & corporation,. §
and Standard 0il Cewpany of California, 3 corporation, which bids were
opened at =z meeting of the State Lands Commission held May 21, 1940, in
the office of the Depoxtment of Finance, State Capitel, Saecramento, j
California. It appears that the bid of Standard 0il Compary of Califernia, @
a corporation, Is the higher bid received by the Commission, and it
further appears that said Standard 0il Company of Californiz, a corperation,@
has met all of the requicrements of the "State Lands Act of 1938% and said B
notice of Lthis Commission. It further appears that the bhid of Csglaveras
Cement Company, & corposration, is the lower bid.

NOY THERZFORE BE IT RGSOLVED That the bid of Standard 0il Company B
of Califorrda; a corporation, be accepted as submitted, am

;

BE IT FURTHER RaSOLVED That the bid of Calaveras Cement Company,
a corporation, as submitted bs and the same is hereby rejected, and
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BE IT.FURTHER RE30OLVED That the Attorney of the Divisicn of
State Lands be and he is hereby authorized, emuowered and directed,
t0 execute upon behalf of the State lands éommission,of the: State of
California, with Standard 0il Company of California, a corporation,
that certain Agreement for Fasement No. 415, Rio Vista, constituting
the bid of said Standard 0il Comvany of California, a corperation,
a.d to approve upon behalfl of the State Lands Commission of the State
of California, that certain contract entered into betimen Standard
Jil Company of Galifcrria, a corperation, and Pacific Gas and Electric
Company, a corporation, dated May 16, 1940, for the disposition of gas
to be producedigrom.sa%d State %ands pursuant to said Agreement for
Roasamant NMa ' 1, Rin Vigts awnd .

ANANT OIS LIV AW e ey 4 ety

BE IT FURTHER RESOLVED That the Attorney be and he is hereby
authorized, empowered and directed, to do any and all things necessary
to effectuate the intentions and purposes of this resolution arnd the
n"State Lands Act of 1938" insofar asg applicable thereto.

The roll was c&lled and the resolution was adopted by the
following vete: '

Ayes -~ Ellis E, Patterson
Harry B. Riiey
John R, Richards

Hoes - None

The atbentien of the Commission was called to application of
Calaveras Cement Company, & corporation, for easements to lay pipe lines
for the Lransportation of gas under and over those certain navigable
streams as follows:

1. Sacramento River, northeast of Islebon;

2. Georgiana Slough, northeast of Isletons

3. North Fork of Mokelumne River, approximately four and

: one~half miles easterly from Ifileéeton;

L. BSoubtk fork of Mokelumne River, approximately two and
one~half miles northerly from Terminous, California.

Appearing upon behalf of the Calsveras Cement Company, &
corporation, weras luuis J. Brunel and H. ¢, Maginn, and appearing upon
bekalf of the Standard 0ii Company of California and other operators
in the Rio Vista Gas Field was J. Howard Marshal, III, Esg., of
hessra. Pillsbury, Madison and Sutro. Upon the éonclusion of the
discusyion, the Chairman called upon the Executive Officer to give
his report, which the EZxecutive Officer delivered as follows:

"The Calaveras Csment Company has had on file with the 3iate
Lands Commisgion for sometime an application for pipe line
crossing easements urder three rivers and one navigable
slough of the State for the purpose of transportation of
gas from tha Rio Vista Gas Field to the plant of the
applicant at San Andreas.




"The Commission is familiar with an agreement made bretween the
Heeclamation Board and the Calaveras Cement Company whereby the
former would be paid compensation for a short pipe line crossing
at the rate of 1/8 royal,y on all gas transported through the
line except 4uch gas as would be produced from State lands.

This agreement,, should it become operative, would in 2 measure
compensate the Heclamation Board on accéount of low royalty
leases heretofore made by it, however, such an agreement

would not be in the public interest insefar as the State

Lands Commission is congerned and would be wholly incompatible

with the propssed program of development of State lands under
the Jjurisdiction of the State lLands Commission. ,

"Assune the State Lands Commission should enter inio an agree-
ment with X for the extraction of gas from the Rio Vista Gas
Fizld at a fixed royalty tc the State, it would thereby commit
all of the State lands within the gas field to the State’s
legsse or grantee, Tt couldd not, . therefors, with propriety,
enter into another agreement whereby crossings would be granted
with the result that gas to which the State?s lessse or grantee
would be antitled would be drained from the field.

Minch thought has been given this problem and there appears but
one fair solution, to wit: That the State Lands Commission

grant the easements to the {alaveras Cement Company and insert

in such =asements a condition that until otherwise provided by
law, the Grantee of the sazement shall never produce; or transport
through such pipe line, a total quantity of gas greater than the
ratlo of its acreage to the entire acreage in the gas field
except such gas as the Granbtee may purchase in the field which
could also be transported through the pipe lime without violation
of the condition.” ,

Following further discussion and consideration by members of
the Commission, motion was made by Mr. Patterson, seconded by Mr, Riley,
and unanimously caryied,; that nd action be taken a2t this time upon said
applications but that Ir. E. X. Soper, Consultant of the Commission, be
instructed to study the gas requirements of the falaveras Cement Company, §
a corporation, and to endeavor to recommend a progran which the Commission §
could adopt and which wonld not resalt in a taking of gas by the Calaveras
Cement Compory from the Ric Vista Gas Field in excess of the ratio of the
ownership of lands in the Ric Vista Gas Field by Galaveras Cement Company
compared to the entire acreage in the producing gas field.

Upon motion of Mr., Patterson, ssdonded by Mr. Riley, by
resolubions adopted by unanimous vote, the Executive Officer was
anthorized and directed to perform the acts, and his acts were
approved and confirmed as follows:

1. Give nobice of cancellation to lessees of State 0il and Gas
Leases Nos. 149 and 170 for failure to perform drilling requirements
apecified in Sub~division {b) of Secbion 2 of said lease, to furnish
monthly statements as requirsd by Sub-division (e} of Section 2 of
said lesse and to exercise rsasonable diligence in the drilling and
operation of wells as contained in Sub-divigion (k) of “Yection 2 of
sald lease, with respect to Lease No. 169, and for failure to perform
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drilling reguirements specified in Sub~division (b) of Section 2 of
said lease, to pay the royalties due the State of California at the time
and in the manner as provided in Sub=division (c) of Section 2 of said
lease and to exercise reasonable diligence in the drilling and speration
of a well or wells drilled upon the demised premises in zccordance with
requirements contained in Sub-division (h) of Section 2 of said lease,
with respect to Lease Ro. 170.

2. Give notice of canssllation to grantee of Agreement for
Easement No. 327, Huntington Beach, for failure to preduce oil and gas
in accordance with the texms of the sai@ agreement..

3. Issuance of certificate to Géfwernar requesting that patent
be issued undesr Application No. 10260, Log Angeles Land District, %o
Gity of Sar Diego. ,

' h. Sale of 80 acres covering “i:;he, S{ of S‘@‘?,_ of Section 17,

T. 14 S., R. 3B,, S. B, M., te City of San Diego, wiii permission

go sgjl:ect said land from the United States and sell it Lo the City of
an Diego,

. 5., Sale to the Division of Highways of the State of California B
st $6.00 per acre of the SEE of NWL of Section 36, T. 35 K., R. 1 ¥., -
M. D. M., under Application No, 450}, Sacramento Land District.

A 6. *Hegbtiate a renewal of State Mineral Lease No. 15 for a
periocd of ten years and Lo repert the resuit. of such negotiations to
the Commissioni when complsted. ‘

7. ZIssuance of grasing leases Nos, 742, 743, Thi, 745 and 746
0 C. F, Hammond, A. H. Newman, Rees T. Jenkins Lani & Livestock
Company, Jose Bicondoa and J. é, Ramelli, reapectively.

The Execubive Officer told the Commission that accountant
the Department of Finmapce headed by Clarence Malm, who have beén &iu
the organization of the Division of State Lands for someétime, have n
recommended the employment of an audibtor with a background of oil
gas operations and at a salary commencing at 3I75.90 per month. 4
discussion, Mr. Riley moved, Mr. Patterson seconded, and it was unan
carried, that a3 resolution be adupted authorizing and directing the
Executive Officer or Clarence Malm, Accountant in the Department of
Finanpe, to appear befora the State Personnel BHoard and wpresent this
resolution to said board requesting the establishment of a classification
for auditor experienced in oil and gas opsrations at a salary of approxie-
mately $175.00 a month.

There being no further business to come before the Commissien,
the meebing was adjourned. _
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