k. (1957 SESSION LEGISLATION - W. O. 2115.9,)

After presentation of Calendar Item No. 18 attached, Lieutenant Governor
Powers indicated that he thought this was a matter that should be handled

by the proper legisiative commaittee, and not by the Commission, whereupon

Mr. Watson, the Assistant Executive Officer, pointed out that the staff in
submitiing the ilem cnly wanted to make suggestions to the proper legisla-
tive comnittee in order to take adventage of sections of Proposition k

which will be helpful to the Commigsion.

State Controller Kirkwood stated that the item probadly wees presented as a
result of a suggestion he had mede to the staff, but indicated that it d4id
not incorporate exactly what he had in wind, as it does not include any means
of compelling anyone on private lands tc jJoin in a unitizatiom program. He
pointed cut that the Commiasion 1z charged with managing the State's moest
precious asset, and that if it does not have the ability to manage this asset
80 as to realize the greatest possible return to the State, this should de
brought to the attention of the lLegislature. He selfvves that in certain
areas it might be important to the State to see that & unit operstion is en-
forced;, npt only on the basis of being able to say that the State's operators
(lessees) can or mist do certain things, but with the ability to say that i2
the proposal is a sournd procedure then adjoining private lands in the same
pool shall join with the State. He pointed ocut that at the laat session of
the Legislature, the Commission yas given the responsibility of supervising
the Long Beach oil fields, and that regulations which would affect only these
lands would not be sufficient, that it would be necessary to also inclvie
surrounding private lands, and that something mii.st be done if the Commission
is to protect the o1l underlying State lands. Mr. Kirkwood did not see how
the State could remiize the greatest possible return without a mwodificetion of
the “rule of capture™, and thought some kind of legislation should te passed
that would let the State get every possible drop of oil out of State lands.
He felt that the poaiiion of the Commission should be definilie, end should be
explained to the appropriate legislative committees, and indicated that
representatives of the oll industry also should be consulted in working out
something that will Vbe helpful t6 the State of Califormia.

The Bxecutive Officer recommended that the Commirsion authorize the staff,
on its behalf, tc prepare amendstory provisions to existing Sections 6830
and 6832 of the Pudlic Remocurces Code, and to sdd Section 6832.1 to the
Public Resources Code as set forth in the calendar item, and to cousult with
the Legislature with respec to these amendments and additioms.

Mr. Harry Morrison stated that the Western 0Oil and Gas Associstion was taking
no position with reference to the action recommended by the siarf,

Mr. Richard C. Bergen, representing the Richfield 0il Corporaticn, sppesred
before the Commission tO request that full opportunity de given potential
bidders on State lands to consider and commsnt upon any such changes as indi-
cated in calcmdax' Item No. 18. (See Exhibit ™A" atiached.)




The Executive Officer informed the Commission that he saw no reason to oppose
Mr. Zergen's suggestions, and it was indicated that before the next meeting
of the Commission the oll industry would be given full opportunity to dbring
out all pertinent facts.

MOTION WAS DULY MADE AND UNANIMOUSLY CARRIED TO ADOPT THE FOLLOWING RESOLUTION:

THE COMMISSION AUTHORIZES THE STAFF, ON ITS BEHALF, TO PRRPARE AMENDATORY PRO-
VISIONS TO EXISTING SECTIONS 683055136832 OF THE PUBLIC RESOURCES CODE, AND
TC ADD 9BCTIN 6832.1 TO THE FUBLIC FRESOURCES CODE AS SET FORTH IN CALEYDAR
ITEM NO. 18, AND T0 CONSULT WITH THE LEGISIATURE WITH RESPECT TO THESE AMEND-
mmmmms
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EXHIBIT "A"

STATEMENT OF RICHARD C. BZRGEN
REPRESENTING RICHFIELD OIL CORPORATION
O PROPOSED AMENIMERTS TC SECTIONS 6830 AND 6832
OF THE PUBLIC RESOURCES CODE

Decenber 5. 1956

The proposed amendments to Seéctions 6830 and 6832 of the Public Resources
Code of the State of California would represent very significant changes in
existing oil and gas lav as applied to State lands. These proposals came to
ny attention only last Monlay, and this limited period of time has not per-
mitted me to make a comprehensive study or analysis of these suggested changes.
However, it is spparéent that these proposals present nhumercus problems: which
the officials of Richfield want to study very carefully. They welcome the
interest of the State Lands Commission in furthering the cauge of conservation.
On this point, at least, the interest of the State ard the industry is
identical - nemely, to get the maximum smount of ofl from Stase lwnds. Wow.
ever, before the prestige of the State Lands (comission is pliced Dehind any
specific recommendations, it is suggested that 1l opyorvm{'ty be given
potential bidders on State lands to considet and comment upon any such changes.
We recosmend, therefore, that the Commission at this time request written
comments from all interested parties on these proposed changes, such cosssents
to be received not htertmnmemkpriortothemxtrmﬂarmtingof
the Commission, and that further consideration of these proposals at this time
be deferred until after the receipt of the commentr. Tais will give the
industry and other interested persons sufficient time to inteliis u*m\v con-
gider these proposals, and will enable the Commimsion and its Staff 1o give
full consideration to the entire matter in light of such commente in advence
of the Commisaion's next meeting. Richfield will want to make some comments,
and I sm sure you will receive many suggestions from other people in the
industry. A matter of this importance should not be considered in haste, and
full oppertunity should be afforded to all interested parties to make their
pointes before the influence of the Comaission is brought to bear in support
of any specific legislation. Accordingly, we earnestly request that a con-
sideration of this metter be put over until the next meeting of the Commission,
and that at this time the Comnission request that all persons wishing to e
heard in connection with these proposals submit thelr ~omments in writing at
Jeast one week in advance of the next regular meeting of the Commission.




LEGISLATION

18.

(1957 SESSION LEGISLATION - W. 0. 2115.9)

In reviewing Proposition k on the November baliot, it has been suggested
that the Pubiic Resources Code, for lands under the jurisdiction of the
Commission thet are available for cil and gas leases, be smended to take
advantage of some of the proposed conservation provisions as they would
hav: affected the management of State lands and lands greanted by the Legis-
lature to municipalities. At the present time the Public Resources Code
sets forth certain prerogatim and duties of the State Lands Commission
with respect to spacing of vells and conservation of oil and gas within
State lands. Thesz sections have been used as a base to add proposed
adventegeous conservation provisions, They are ss follows:

Section 6830. Seme: Reservaticn of right to wegulste determine
gpacing of wells and rate of drilling: Ruless Restrietion of produe-
siens The lesse All oil snd gas leases issued by the commission for

lands under its sdiction as set forth in  Che 3 and k of

Part 1 and in C} of Part 2 of Division & of the Public
Resources Code;’ oil and gas leeses issued for granted lsnds
28 approved by the State Comsission pursusnt to Ch ter, 2
of the Statutes of 1956, First Extreo  Bession, shall contein

& reservation to the ccu-inian_? the right to vestries detamine
By spprepriste yules and yeguiatiens the spacing of wells end the
rate of drilling and rate of production of such wells so as to
prevent the waste of oil end gas and promcte the maximum econamic
recovery of oil =nd gas from, and the conservation of reservoir
energy in, sach zone or separate underground source of supply of
oil or gas covered in vhole or in part by leases issued under this
chapter. Fhe eemmissien shalk issue rules and regulatieas vatoh
mey be amended frem time to time o effestuate the purpose of this
seeiieny; and in sennsetisn therewtth shalk westwied dhe rade of
preiuetion from an¥ sush aene or separate underground ssuves of
BUPRLY & that previded by Fedarak or Htate luws or niles or vegula-
Skens ‘therveundery or By any reasenabie senservatisa ov surbailment
piax srdeved by the semisnion oy agreed o by a majority of the

__ _Sevak praduskien frem any-sueh menw oy stpivate wmdcvgveund souvee
of suppliys

Section 6832. Cooperative or unit plan of development: Joinder of
leasees: Latnority of commission. For the purpose of more properly
conserving the natural resources of any oil or gas pool or field,
or any part thereof, the State and its leszees hereunder snd their
reprégentatives shall, at the determination by the state, and

tees of the State my, unite with each other Jointly or separately,
or Jointly or separately with others owming or operating lands not
belonging to the State; including lands belonging to thie United States,

.l-




LEGISLATION 18. (CONTD.)

in collectively adopting and operating under a cooperative or unit
plan of development or operatiom of the pool or field, or any part
thereof. vhenever it is determined by the coumicsion 1o be neeessary
or edvicabie in the pudbiic interess. Such deternination by the State
way be made only in the event thst at least an undivided 75 percent
of the total vorklgg interests in the erea sed to be affecte
have agreed to th:ﬁ_o_yosed cooperative or unit plan of development or
ration. The coumission, or grantees of the State, may, vith the
consent of the holders of lssses involved, establish, alter, change,
and revoke any drilling and production requiraent-s of such leazes,
perzit apportiomment of production, and may meke such regulations with
reference to such leaces, with like consent on the part of such
lessees, in comnection wvith the institution and operation of any such
cooperative or unit plen, as the commiseion deems necessary or proper
toc secure the proper protection of the interests of the State.

Section 6832. 1. Definition. "Working interest” is defined to mean
an interest bheld in lends by virtue of fee title, & lease rat
] f Buch interes

or othervise, under which t. tln owmer of 8
the ri% to drill for, dnel and ofl and gas. A workins
interest shail be . deemed ve in the owner thereof even though
his right to &rill or g_ay_ y be dclc “$o0 an operstor under

& ml Mor..__; of o j Sgreoment.

HISMW)MMMSSI@WMSTM,OIHSW T0
PREPARE AMENDATORY PROVISIONS TO EXISTING SBCTIONS 6830 AND 6832 OF THE
PUBLIC RESOURCES CODE, AND T0 ADD SECTION 6832.1 TO THE PUBLIC RESOURCES
CODE, AS SET PORTH ABOVE, AND CONSULT WITH THE LRGISLATURE WITH RESPECT TO
THESE AMENDMENTS AND ADDITION.




