e B 4 specisl mesting of ths State ands Comelssion vas held in Room 115 State
gr , Ios Angeles 12, California, on Fridsy, Jamuary 8, 1954, ab 10 a.m.;,
c..aimn Robert C. Kirkwood presiding.

Preaent: Robsrt €. Kirkwoed, Chalrman
Rarold J. Powers, Member
John M. Peirzs, Member

Staff Members in Attendancs:
Bufus W. Putnam, Execative Officer
J. Stuart Watson, Assistant Executive Officer
F. J. Horiig, Mineral Resources Enginesr
dJuiia T. Stahl, Secretary

Others in Attendsnce and Making Appsarances:

Everett W. Mattoon, Assistant Attorney Gemeral
’ &. C. Mattei, Chairmern, Public Lands Commitiee,
T Westarn 01l and Ces Association .
o 7« ¥oronay, Sscretary, Public Lands Comaittes,
. Western 011 and Gas Association
g '§,{ Vern B. Thomas, Distriet Abtorney, Santz Barbsra County :
- Wa Do MeKay, rerpmsenﬁng comrercial and industr}.al intemsts

% in comection with natural gan and electric md

. C. A« Bausr; Clyy Attormey, Sibty of Hurtinglon Beaah :
- 4. H., Waiker, Coordinater, Senats Interim Cosmiites on 0 &1 e
‘; ) : & and Gus Development on State Lands =

Notices of this puviic meeting had beex sent Lo all interestad pariles, s
large numbar of whom aiiendsd the meeting, but whe did not make statemnts.

¥r. Kirkwood explalned that the meeting waz called pursuaxt to a request of
- the Senate Inter:%.n Committee on 011 and Gas Development on State Lands for £
- ponsideration of a statement by the Commission as to whab its position would
% be with reference to propomed legisiation on oil lzases on State lands, and ~
. a5 to chinges in policy conmcerning those lansss,

in arder to mske the history on this a matter of rescord, Mr. Xirkwood went

on to explain that sometime back, aftsr & hearing abt which Mr, ¥attoon and
representaiives of the Western Oil and Gas Aesoclabticn appeared, a requssd

was mads that interested parties present to the State Iands Comrigsion, in

corcrete form, thelr suggestione as %6 nov policles on oil leases on State

dands, In responss to this request, materdsl was presented %o the Commisme-

gion cn Ootober 27, 1553, by the Western 041 and Gas Aszociation, which

materdal had been vider advisement since that time. The current meeling wms

being held to hear argumants and sugysstions, and to 3ee what recozmendations

the Commission should make Yo he Isgislature throegh the Senate Interdm Come

mitee, It was Tfelbt thsd those on the Comnisaion had some vesponzibility an

far as making recommndations to the legisisture is concemed, btnt it ws

alsc recognisad that many of the points suggested are matiers purely for

Tegisiative determination; howewer, if thu Commission is o deal as & Come
e & gaﬁx :;x ésghﬁ.ng ¢il leases on Stats lands s then certain digcretion should i
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Colorel Putr_a reported that a persomsl letter had been received from Senator
Cunningham, in shich he submitted his personal ideas as to ¥he type of lepise
latior he felt would be appropriate for considaration at a Budget Seacion.
Colonal Putnain aiso submitted a leiter which Semator Cunningham had recoiwed
from the Legisiative Counsel on the question of whathar or not legislation cn
oil Jeasing matters would be appropriate to be considersed at the Budget Ses-
sion,

#r, W, Do McEay, representing & group of commercial and industrial interests

in conmsction with nefural gas and electrdc matters, after asking some ques~ }
tions relating to tivw availability to his group of documents in this ecase.
indicated that he did not wish to make & formal presentation. 5

At the request of Mr, Kiriwood, Colonel Putnam then resd the following report -
sud. recommendation made by the Staff to the State Lands Commission:

*:S.K. 109, SENATE INTERIM COMMITZEE ON OIL AN GAS TEURLOPMENT OK STATE .
TANDS = WoOs 2473.) From time to tine the matter of legislatdon 40 change
s law with respect to issuance of u11 and pas leases cx: State larde his
baen disiussed with the Commission. (See mimtes of mesting of July 2,
1953, Puge 1839; of meeting of October 27, 1953, Pages 1919 o 1921; snd
of meeting of December X7, 1953, Pages 1926 and 1927.) .

“The Lirct policy matter that the Coemission might wish to determins is
vhatrcx it should make arny recommendation to the Semats Interdnm Coamittes
or: 0f1 and Gas Develigment on State Lands, and to the Ilegislature, with
respect to pessibls changes in the provisions for lemsing State oil and
g8 lands.

VIf the datermimaiicn is in ihe uffirmetive to the first question, the N .
question then arises: Skould the presemt law, which prohibits the issuance N
of oil and gsa leaves except whers there is draisage or a threat of drein.
age, be amendad %o permit issuance of so-callsd wildeab leazes? This

question conld bs answered in several ways, among which ave:

() & minimm amount of legislation to change Section 6872 of the
#1hlis Resources Code by striking the clause “and may be orf
are belrng drsined by means of wells on adjecent Iand®, thus
naking 3t possible Lor the State Lands Cossxission to izsue
lsasse at its disoretion withoxt the drainage recuiremant,
mmm&ufe in the statutes would require the yepeal
of Section 6873{x) in order that the Jesse form wanld bu con- 3
sistent with the chiager in Section 6872. (See Exhibit mav o
vhich followa.) :

(2) Amend drestically the Public Rescurces Code, as has besn suge
goated by the Wastern (41 and Gas Association, wheredy
prectically all provistons of the procedure and lesse form

would bocoss ctatutory, with no deacretion in the Commission
= to dateraine (2) which areas shall be isesed, {b) vhat the
* qualifications of the succsssful bidder ahall be, or {c) tha
mﬂw rata.
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1% is understeed that Senator Cunnirgham has received an opinion from q

the Logislative Counzel that an smendment 4o the Pudblic Resouvces Cods
¥lth respect to the issuence of oil and gas leasas on Stata Lands comes
within ths purview of the Budget Session of ths Lsgislature.

"While the Staff is in favor of recommending alternative (1) sbows a% the
approprisis tins, the status of litigation attacking the constitutionality
of Public Law )l, 2Q Session, 85th Congress, by ths siates of Arkanses,
Algbame, and Fhode . sland, has complicated the tidslands ieasing progranm,
&4 least from the point of view of ths State of Californfa. This condi-
iion nales it inadvisabie to recommand legiszlative changes at this Lime.

2IX is Wherefors the conciusion of the Commissionts Staff thet the State
Isvds Commission snould prcesed with caution in recommending changes in
She law for’ issuanes of State 01l and gas lezses. In this way the Come
mission vould be in a much better position 4o detemmine, mtm the 195%
regular sesaion, whether to recommsnd that the Public Reamrces Coda
should or ~hould not be drastically amended.

9IT IS THEREFORE XESOMMENIED THAT THE COMMISSIY iUTHRIZE THE FRESENTA~
TION TO THE SERAYE INTERIM COMMITIZE ON OLL 51D GAS IEVELOPMEM ON STATS
LANDS, ARD TOTHE IEGISLATURE AT THE BUDGET SESSION, THE RECOMMERDATION
THAT NO CHANGES HE MATE IN THE STATMTES (PUBLIC stmm COIE) WITH
RESPECT T0 TIE STATE OIL AND GAS IBASING POLICL.™

BIHIBIT ¥AR

*§ 8872, Circumstances authorising isases, Whenever it appears to the

somndsrion that oll or gas daposits are knowm or believsd io bs contaimed

in any such lands and may bo sr 4 Meing Geined ¥y msans of WORis upen

adjecent lands, the comdssion shall thersipen be amuthorized snd expoisred

toluscwmhhnds, sither a8 & tract or in parcele of such siss and

zhh:pe as the comuiasion shall determine, for the production of oil and gas
refron.

Mg 5873, Form of lease: Prepsration: Contents. The sommission shall
prepars & fora of lsass which shall contain, in adiitden %o cther provie
sions deemsd dssirabls and necessary by the cosmissiony appropriate
provisiore contained in this chapter and the followings

Bén; Baeh vadx dwblled pursusst 46 She Semms of dhe loase chald be drilded
axky xpon Ci3led lande or shall bo sdawnk dvidled Srem em wrluad 4w iditewsd
mwumgmwawmssmm»wm
umwmmammmwsmmwmmm
svbmirdase of thde e submepged Jandd aasversd by e lousey Pfrawm a dvkid
sibe Ioeatad wpon asy phoy hepotolfire cantiwnriod Fer drbiling paveocer
M&kawmmw ang dikde o« pelimerged Jande Eecorthed
in sy yelix enbwling doaew xmmmmmmwmm
of Chapler 303y Stateten of 1933y un cmomdedy I8 in the Judgreni oF e
wm:mummnmmmhiummm&m“
ameitneryy angr awk ald GRNGP SRS FiTRNMISy of
syetianees shaik be leosted ealy vpox Fillad Aoads e wpen e lhtiersd
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Aande oF upliamdsy 0» upen any pier hereteiors senstruetsd and avabishio
fe2 puoh dxidiing upen sy 4h60 e» submerped iands dessribed in any ¥aidid
exisiing 1easd heyatefere issied pursuant 4o vhe previciens of Chupiow
303y Séatutee of 352%ky as amendedy and a3} surfeos oparatiens chaik bo
sendvndod therelreny

5{he {a) Pollution an. contamination of th2 ocean and tidelands ard all
impairment of and interference with bathing, fishing or navigation in the
waters of the ocean or any bay or inlet thereof is prohibitzd, and no oil,
tar, residuary product of 01l or ary refuse of any kind from any well or
works shall be :permtted to be dapqsitad on or pass into thea waters of the
oGean Or any vay o iniet thersol.

“{ed (b) Ispairmint of or interference wit: develeped shoic line recrea~
tionsl areas or rvesidantial aress is prohibited.®

Mr, Kirkwood then asked il anyone wished o question Colonel Putuim, bub
there were no inquiries.

Upon a questiop by Mr. Kirkwood as o whether the situation should be allowed
1o remain in status quo us far ss leogislative action is concernsd, Colonel
Puinem indicated that until the pictare on litigation (referring to the sults
by brkanaas, Alabama, and Rhode Island, as well s thoss by applicants for
Fodarul lesses) is more clear, status quo should be maintained as to the Com-
mission!'s ocwa operaticons and a3 to its lsglalative powers.

Colonel Putnam reported that the Staff of the Commission had done its best
to build up good reasons why thers should be special legislution at the
Budget Session, but could mot do sop therefore; not beirg able Jo defand 2
regveat for lagixinﬁon ab this particular session, he cmzld 1ioh recommend
ang.

Mr, Mattal took a conbrary view with respect to the Statets position in the s
netional picture and in the defense of its tidelands against abttack by vther
Stateg or the Pederal Govermswnt, and thought Calsfornia shwuld change the
lae 20 that there zan be active parb:icipa’bicn in the dsvelopment of ths tide=~
lands by the State,

To & question by Mr. Kiriowod as to whethsyr thare had been complete lack of
issuance of new leases, Mr, Matiel repliad that they can only be issued in
Califorria where thers is drainage, and that develorment taking plscs in
Louisienn, Texas, and slsewhéra is ocutstrippirg anything in Californis, He
thinks calmamin is lacking. It was pointed out vy Colonel Putnam that the
Commission has issued new lessasz in the past few yésrs, and that foue or five
new wells are coming in munthly, 50 that cperstions in Cslifornia are not ad
& at&mdat:&'&l,

My Mattal stated that the recsmmendetions made to the Semate Interim Commit~

toe wers such as could be supporied by the entize industry, in so far ss thay

were ables to detexmine. He thought ihs propesals being mede by the Comds~

sionts Staf?l at this meeting would not be sgceptable te the entime irdustey,

ggés s?wm:om wenld end in there baing ro legislation enssted nt the Budgot
ssion.
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On Point {2) of the Staff's proposals to the Comission, Mr. Mattel thought
that the provisions in the leass forms should ve statutory, as there are
very important factors involved where the Legislature should determine the
policy. He did not thirk the Commission shculd have the right o fix the
royaity rate; that it should be fixed by law; also qualifications of bidders
should not be determined by the Commission. There should be a definite
limit as to the amount of acreage taat should be put in amy opp leass, a
fairly large block as a maximam, with a certain minimum, depending upoz con-
ditions.

Mr. Kirkwood indicated that the Commission wanted to hear the objections of
the Staff in more detall befors taking definite action.

Colonel Putnam brought out that if the Commission's hands wo 4 bs so tiad
by legislation that it would lose all diseretion, all items would have to be
rejected, and recommended against taking up policy questiona at the Budge?
Session, as they probably would net come within the Lagislative Counsel's
opinion as being suitabls for consideration st the Budget Seasion.

Mr. Hortig of the Staff of the State Lands Commizsion then reviewed the com-
ments of the Western 0il and Gas Association on Sections 680k, 6805, 6827
{(two parts), and 6373(a) of the Public Rescurces Code, as outlined in the
Associationls repart of Cctober 27, 1953, and these were dizcussed in detail.

Section 680l Mr, Mattsi indieated that discretion should mot be in the
Compission on assignmsnt of leases, feeling that it would be protected hy
its right to recourse to the courts.

Section %ﬁ: The changes tc thia section, as proposed by the Western 011
. s Azsociation, would place further restrictions on the Copmission's
diacretion in effecting notices of intention to cancel a lsass, Colonel
Pubnue indicaited that he could not ses where these changes would add any
revarme to the State, and therefore probably should not be considered at
the dudget Session of the Legislatura.

Section 6827: There was a gensral discussicn about the Statels abillty to
cancel leasss whers periormance was not being carried oub, it being brought
out that under the changes propessd the only reccurs. would be to the courts.
Thers was a discussion atout the lessees "diligently pursuing® the tems of
the lexas.

The royality rates snd cash bonos bidding wers thom diacussed. Ths Staff of
the Commiszion believes it zhould be up $0 the Commdssion to debterming the
basis for royaliies. The Western (41 and Oas Lssosiation submitted that the
royalty rate on unproved lands should be reduced io 123%, with the lesse to
be awarded Lo the bidder offering the highest cash bomis.

Sectinn 6675532: The Stalfts chjection 4o the proposed changes ig that the
migaion is not piven diserstion as to approval or disgpproval of Lhe locsw

tion of strunturez. The guestion cams up a8 to whather the Commieaion weuwld
be reguired ¢o sit as & soning comdssion, with M, Mattel indicsting that
that spprosck should be considered: Ke then ssked for permiszion to work
with the Staff on th.s.
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Mr. Mattoon reported that the atiitude talcen by the United States st ths
tine the Arkansas State case was filed appeared te indicate a desire to
preserve the status quo, and that the United States cid not have objections
to the leasing policies of the State. There was general discussion of
Publig Law 212,

Mr. Vern Thomas, District Attorney for Santa Barbara County, appearsd amd
asked that the loecal communities concerned bs gi—en an opportunity-to advise
of their desires and wishes on oll leasing problems and policies, He indd-
cated that although the Commlssion, under existing law, clearly has exclusive
Jurisdiction over tidelands, thers should be some planning at State level to
protsct the interests of the local cormunities, especiaily in these coriadn
sectors which have placed their stake in values other than industrialization
of coastal waters.

Mr. C, A, Bauer, City Attormey of the City of Huntington Beach, appeared and
requested that the interests of that commnity be protected, stat ing that he
felt the local people should have some volea to make their wishes kuown, and
should be kept in mind relative to changes or legislation affecting tidee
lands. He suggested that before leasing was adve-tised or bids cpemed, a
hearing be held and local interssts given an opportunity to be heaxd,

¥r. A. H. Walker, Coordimator for the Semate Interim Committes, indicated
that that Commitiee will be interested in any dstermination made by the

. Commission. It is his thought that the entire problem should ¥s evaluated

carefully, and a thorough job done, before the matter is presented to the -
legislature. He also raferred to the possibility of eliminating eyssores,

resulting from driliing operations, by the use of landscaping, so that while -

the local communitiest' interests would be protacted the State could benefit
from reveme.

* UPQN MOTION IULY MADE AND UNANIMOUSLY CARRIED, THE QUESTION OF A STATEMENT
AS T0 THE POSITION OF THE COMYISSION WITH REFER’ENCE TO FROPOSED IEGISLATION

ON OIL LEASES ON STATE LANDS, AND AS 70 CHANGES IN POLICY CONG@NIM THOSE
LEASES, WAS TAKEN UNDER SURMISSICHN, .

The mesting was adjourned at 11,55 S.me
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RUFUS W, PUTNAM
Exeocutive Officer
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