"An inspection and appraisal by a meuber of the Commission's
staff on July 8, 1956 estiblishes the valus of the subject
land at an averesge of $5.50 per acre. The applicant posted
the necessary amcunt to meet this value. Said appraisal also
indicates that said lsnd is not suitable for cultivation with-
out ertificial irrigation.

®The selection of the subject land is considered to be to the
advantage of the State in that the selection thereof will assist
the State in satiafying the loes to the School Land Grant and ia
addition will place said land on the tax rolls ¢f <the counly in
vwhich it is situated.

"The State's application to select the land hes been accepted
by the hlrew of Land Management, subject to future spproval
and listing.®

mmammmmmmm,nmmmasmm:

THE COMMISSION TRTERMINES THAT IT IS TO THE ADVANTAGE OF THS STATE TO SELECT
mmnumcmmmmmw},swkwm, w&mm&msx}orsn}
OF SECTION 15, T. 6 8., R, 22 E., 8.B.M., CONTAINING 260 ACRES IN RIVERSIDE
COUNTY; THE COMMISSION FINDS THAT SAID FEDERAL LAND IS WOF SUITABLE FOR

CULTIVATION; THE COMMISSION SELECTS AKD AUTHORIZES THE SAIR OF SAID LAND, FOR
CASH, TO HENRY JOHN WERKS, AT THE APPRAISED CASH PRICE OF $1,540, SUBJBC: TO
ALL STATUTCRY RESERVATIONS INCLUDING MINERA\S, UPON THE LISTING (camum)
OF SATD LAND TO THE STATE BY THE FEDERAL GOVERIRGNT.

37. (OILAHDGASIEASEAPPLIOATIM, m&’lﬁﬁ’ﬂ 3, PUBLIC RESOURCES COIE,
VENTURA COUMTY = W. O. 2243.)} Thne following report was presented to the Com-
mission:

“oh May 18, 1956 (Minute Item 16, page 2685) the Commission
authorized the Executive Officer to proceed with the processing
for lesse offer for the extraction of oil and gas from approxi-
mately 16,700 acres of tide and submerged lands lying between

the common Ventura-los Angeles County line &nd a line nine miles
westerly thereof and between the ordinary high wvater mark and a
line three miles seaward and parallel to the ordinary high water
mark. After inspection of the subject area, the p.anning con-
sultent has recommended that the control condtitions established
by Sections 2120 through 212k of the Rules and Regulations end
included in lease offer W. 0. 2253 (5,500 acres, Suzmerland area,
Santa Barbara County) be applied to any iease offer of the 16,7CC-
scre tract under consideration. The consulting geologist has re-
ported that 'It is my opinion...that the tide and sulaerged lands,
comprising s total of 19,700 acres, more or less...are nct within
any known geologic structure of a producing o1l or gas field.'

"IT IS RECOMMENDED THAT THE COMMISSION:

1. DET FMIKNE THAT THE 16,700 ACKES OF TIDE AND SUBMERGED LARDS IN
THE LuS ANGELES-VENTURA COUNTY-PT. MUGU AREA, VENTURA COUNTY,
UNIER CORSIDRRATION UNDER W. O. 22h3 ARE LAMDS NOT WITHIN THE
KNOWM GROLOGIC STRUCTURE OF A PRODUCING OTL OR GAS FIEID. 5
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AUTHORIZE THE EXECUTIVE OFFICER 10 OFFER FOR LEASE, PURSUANT
70 SECTION 6827 OF THE PUBLIC F2SOURCES CODE, THE SUBJECT

16,700 ACRES OF TIDE AND SUBMERGED LANDS AS THREE LEASES CON-
TAINING 5,550, 5,600, AND 5,550 ACRES, MORE OF LESS, RESPECT-

AUTHORIZE THE EXECUTIVE OFFICER TO OFFER THE FORM OF LEASE
FINALLY APPROVED FOR W. 0. 2253 (5,500 ACRES OF TIDE AND SUB-
MERGED LANDS, SUMMERLAND AREA, SANTA BARBARA COUNTY)."

Asseablymsn Allen Miller asked if, besides the opinion from its consulting
engineers wvith respect to the area in guestion not being in & producing oil
and gas field, the staff had any other data that it utilized in preparation
of ite recommendstion, to which Mr. Hortig replied "No". Mr. Miller then
suggested, in view of that statement and of the opinions of the Attorney
Gmeral and of the Legislative Couniel tnat there should be no classification
of oil and gas lands until all data that can be available is presented %o the
Commnission for consideratiom, there should not be say classification. He
recammenied, if the Comuission planned to proceed solely on the basgis of the
report of the coosulting geologists, that oaly one of the three parceis de
offered for lease, so that the checkerboard theory could be carried ouc.

Nr. Bortig informed Mr. Miller that the recommendation of the consulting
geclogists confirmed the staff's recommenlation, baged upon a survey of all
geological information for the area, but abgent any gecphysical data. He
went on to explain that if it were necessary to awsit geophysical date, this
would require waiting for the completion of work under pemmits previcusly
authorized, and that it sust be recognized that the staff bas the continuing
problexn that clessification is dependent sclely upon ihe criteria as to
vhether lsnds are or are not vithin the knowr. geologic structure of a produc-
ing oil and gas field. As there are no producing oil and gas fields within
many mileg of the arés under consideration, the area cannot be in faet in-
cluded vithin an ofl and ges field and therefore under the Public Resources
Code can be classified only one way.

The Executive Officer interjectad the explanation that the staff hai in mind
presenting to the Commission a 62,000-acre tract near Point Conception in the
not tco distant future, and that it is expected et that time to recommend
oifering leages cu a checkerboard pattermm. However, in the present instance,
there 18 no information eavailable upon which to base a checkerdosard, and it
appears that the best thing to do is to valt until bide comuv in, as at that
time the Uommission would still have the right to reject any or all bids.

Mi. Richard Fenton appeared next, on behalf of ihe Cslifornia Drilling Con-
tractors Associstisn, with respect to the over-all picture on offering oil
and gas leases (not merely this specific item), and urged the Commission to
proceed with all possible dispetech in offering esress for lease, as a serious
situation exists {n the 4drilling industry at present due to lack of work, as
& result of vhich the trained vorking force is being dissipated and lost to
other industries, =ad these trained workers will be hard to replace.

Mr. Kirk0o0d indicated that he could not see any advantage to the State in
offering all three areas for lease at one time, and explained that he thought
it vould be a poor policy to put out arsas for lease with the idea of waiting
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to see what bids are sutmitted and then perhaps tvrning them down. He would
rather offer one area at a time, and is interested in cbiaining the best

returns for the State. He felt that putting out the areas in question and
accepting bids might, in effect, establish the precedent of accepting a 124%
royalty.

In response to a question by Mr. Kirkwood as to vhether there was a possibility
of adjoining leases, Mr, Hortig explained that there could be a possidbility
for a lease offer of sdjoining arez to the east on 2 future drainsge tasis,
vhereas the area to the west was open %0 exploratory driliing under lease.

Mr. Bortig then pointed out that if only one area were put cut for lease, the
State might not be able to get any future offers for the other areas, in the
event the first areéa did not rroduce oil.

Mr. Kirkvood asked, if all three areas were put cut for leage, what boaus the
steff would suggest as acceptable, and on vhat basis a recommendation would
be made by the staff that thne Comnission reject all bdbids, and wes inforued by
Mr. Hortig that no such computation hs® een made t~ date, but that a yard-
stick as t0 vhether bonuses were edayaste would be a camparison of the offers
per acre with the going rate in California, end as indicated by the experience
along the Gul? Coast for lands of similar gaality.

Asgemblymen Jesse M. Unruh asked what preciss geological information was avail-
able in making the determination, and was informed by Mr. Hortig that it was
not possible to give him a complete statement at this meeting of all informa-
tior available, but that it had bean tabulated, was in the report of the con-
su). ‘r% geologists, was voluminous, and that the siaff would be happy to
furaish him with & tabulation of the scope and extent of the infcrmtion which
hars been reviewed.

Mr. Unruh then asked if the information indicated that there was a known geo-
togical structure in the area, and Mr. Hortig replied, "¥o, it does not". In
response to a further question by Mr. Unruh es to whether the 16,000 plus
ecres in question encampessed cne general type area, Mr. Hortig replied in the
affimmative. Mr. Unrub then asked if it was the intent of the staff in offer-
ing three parcels to heve some criteria for evaluating the various bids by
balancing the three parcels ageinst each other. In response to this question,
the Executive Officer explained that if for one of the three parcels & $500
bca"- ias offered, and for another, a $10,000 bonus, this in itself would be

». good aaswer. Mr. Unruh wcndered if this could be done just as well by
offering only two of the three parcels.

The Executive Officer, upon being asked by the Commission if in the light of
Mr. Unruk's comment he would be willing {0 modify his recommendation, stated
that he 414 not think so.

Mr. Miller, upon being asked if he had any further couments to make, indicated
that those he had made originally were still applicable; that first there

should be more geophysical dats available as a guide. He thought the State
would be better off to put ocut only cne parcel for bid, as there would then
be a chance, if 3¢t should prove to have oil and gas, for the State to oblain
& higher royslty on the other two percels.
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Mr. Paul Lower, appesring on behalf of the Superior Qil Company, explained
that hi. company was interested because it had originally requested that the
area in question be put up for bid. He assured the Commission that the entire
area is a pure, unadulterated wildcat of the first order. He stated that his
company did not know, end he did not think any of the other companies knew
vhether tlaere was a structure in the area that would prcduce. He indicated
that wh’lie he understood the difficulty, he was of the opinion that the issue
was being confused, and that consideration re checkerboaxrding should more
proveiiy be directed tovard a proven or semi-proven area. It was his conten-
tion that if only one or two parcels were put out for lease, it would affect
the cash bonuses offered, and that even sssuming the State did get a satisfac-
tory bid on Just one parcel, the ratio of & successful wildcet drilling opera-
tions is sbout ane well to twenty. He stated that the only way the State

can obtain a substantial bid is to make it worthwhile for some operator to
gpend the amount of capital necessary to develcp the area; if only one parcel
were put out and it was disproven, then the State would have lost the cash
bonus advantage it could enjoy by simultaneocus offer of all three parcels.
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Mr. Unruh, commenting on Mr. Lower's statement, felt that the smaller the
parce.& the State offered at this time, the safer the State would be, stating

t at present the State is averaging about 25 on royalties, and that if the
entire se in question were put out oo the basis of 1246, +his would bring
dosm the average.
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Mr. Kirkwood indicated that he would be happy to put out the center parcel,
and stated that there was no guarentee that any one company would get all
three leases. .

Mr. Lower, referring to Mr. Kirkwood's remerks, indicated that if all three
percels were out at one time his campany expected to bid on all of them, end
es they could not ardbitrarily choose sny one as being more worthwhile than
any other, they would hope to be the high bidder on &1l three parcels.

Mr. J. G. Leovy of the Western Guif 0il Company stated that he aid not see,
. if only one parcel were to be offered, how anyone could arbitrarily decide g
. which of the three parcels it should be, and that he thought the State would i
g : end up by getting & smallexr total bonus if the parcels were put out separately, C o
48 it wvould make the area more attractive for the oil companies toc %id on it
all three wvere put out at one time.

UPON MOTTON DULY MADE AND UNANIMOUSLY CARRIED, A RESOLUTTION WAS ADOPTED THAT
THE RECOMMENDATION OF THE STAFF WITHE RESPECT TO THESE IRASE OFFERINGS EE
mmmnmmmmmrmzmmmmm-m
PARCEL OF THE AREA UNUER CONSIDERATION UNDER W. 0. 22i3,
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