
9/21f77 MINUTE ITEM 

4: 14er.V. 
11 r;:; vi 

.41110- 	 !, 

nicatir!, 
AUTHORIIATIoil 	SUIt ,AGIvItqST tEDERAL,  ,GOVERNMENT 

CHALLEaGING , CRUDE" OIL :PItIC:,;NG ItEGUI/ATIOMS. 

During .consic1004oh 	 Itpt "Zy 'at.'tacheci, 
Kenneth Coky,:in,40,teci:nd- 	in ifal)6,r 'of tne: 	iipWela,re 

w.01.4",t0pcxt 
:back to 	 before'  4.3.4.0§ 	 hold 

	

`dt 	
s,xa

g
s „Roy, 	inclif0a,t0,4 110' . #0,114 liko,, 	'A:..:ipp143:aki 

s:„0 4§s 0 by 	.ing1)44p4, 	tkp 

,i51,5On .matiOnthii 4444 And, 
'40r9Y04"1:1  *A91  9f :7'C4  

, 
tat:stATii z4ips,rc,'ommtOgioR 40timA100 T143: Ativ1014T ogOtOL 
TO 0404 4#0* 	00-APPPd'7-41,1040NOP,ObOAE 

:ApD- :,E0ItAttET04.tiO■17, FOR 	 t?t .44#94'g,14,- 
OROIAld4P 	,Ikppt_OtrY,13,14110,-tiitgptw, a0:00,141TI 
t0.4 
STAFF, RE i5,0 RT„)BACK: o!' :THE ;CO MMIS SION,' 	'TO:"  ,REVIEw,"ANT LEGAL- 
,DO.CUMEm,TS ,P,R1077ff;, 	THE':TIME:,THESE,JARE 

,,C4,e2,340a 	 ,pages') 

9/21f77 MINUTE ITEM 

4: 14er.V. 
11 r;:; vi 

.41110- 	 !, 

nicatir!, 
AUTHORIIATIoil 	SUIt ,AGIvItqST tEDERAL,  ,GOVERNMENT 

CHALLEaGING , CRUDE" OIL :PItIC:,;NG ItEGUI/ATIOMS. 

During .consic1004oh 	 Itpt "Zy 'at.'tacheci, 
Kenneth Coky,:in,40,teci:nd- 	in ifal)6,r 'of tne: 	iipWela,re 

w.01.4",t0pcxt 
:back to 	 before'  4.3.4.0§ 	 hold 

	

`dt 	
s,xa

g
s „Roy, 	inclif0a,t0,4 110' . #0,114 liko,, 	'A:..:ipp143:aki 

s:„0 4§s 0 by 	.ing1)44p4, 	tkp 

,i51,5On .matiOnthii 4444 And, 
'40r9Y04"1:1  *A91  9f :7'C4  

, 
tat:stATii z4ips,rc,'ommtOgioR 40timA100 T143: Ativ1014T ogOtOL 
TO 0404 4#0* 	00-APPPd'7-41,1040NOP,ObOAE 

:ApD- :,E0ItAttET04.tiO■17, FOR 	 t?t .44#94'g,14,- 
OROIAld4P 	,Ikppt_OtrY,13,14110,-tiitgptw, a0:00,141TI 
t0.4 
STAFF, RE i5,0 RT„)BACK: o!' :THE ;CO MMIS SION,' 	'TO:"  ,REVIEw,"ANT LEGAL- 
,DO.CUMEm,TS ,P,R1077ff;, 	THE':TIME:,THESE,JARE 

,,C4,e2,340a 	 ,pages') 



CALENDAR'ITEM 

AUTHORIATION 'FOR SUIT AGAINST FEDERAL GOVERNMENT 
CilALLENGENG,CRUDE'OIL TRTCOG REGULATIONS 

C.4140.  011\-_,00,0cP4 f.7c5t4 	 Ti.delan4 i),1160ertieS 
is ." 1,141-04 tO 10 4-1 40W10. 1'Y' in (4a0r'41:1*,  Pridedontrols' administered by,ttle ul ,s. Department PI! 
Ener&, kIR-11:1 '904176triWO exempt 
from_pr4,0 	Oder'FedkralregulatiOnSI 'that exemption 
was withdrawn 	 ago. The Major'portiOn of G411, 
fP17,n 	'X9Y44Y'9i1-4, APW'Cl#041-0 0 ".old  qq" 
the ''1,7'e°01.-'al 'goVernm-PATE'S  

' 	
th-tef4tieted''pricig' 'System, and 

the price of this, oil is 	ektreMeTy 
 

CPAt.,pf 

Tfieadv;c4e,''WO:ti60 '414Fs',114''t)**0'We, ben 
'oillg`outicio, 'by The 6.EixtvtltsrPrograM", yhiCh was *.$viied 

of*CtUde oil,:,TV'subSidtzing 
te4hers:dependOWOTChighet , cpSt, foreign oiTwith. (i-4# 
payMentsjtoM theWrefinerShaying acCeSS to ,cheaper  do- 
mesticaJ 	464 .The impact on California producers 
is to Melee' their' crude oil even 'less econort‘ir'ai:ly attractive 
than Wore). as thote Who use' it litist make' cash payments 
to do so: Under the technical nuances :of' this prOgram,. 
refinersareliven additional inCent•ives to s uy imported 
rather than 'State-owned crude dil. Californi4 production--and 
tideland teVenueshaVe SerioUsly declined at a result. 

The most recent and damagingYedetal action affecting Cal-
ifornia royalty prodUctiontook place two months agO., when 
price levels were established for Alaskan- crude oil delivered' 
to the Continental U,S. via the Trans-Alaskan' Pipeline. 
When peak Alaskan-production is achieved, a glut of crude 
oil will Our in 	 16 a rule issued last AuguSt, 
Federal. officials decided that Alaskan Oil would be treated 
as 'new" oil for purposes of eatablishing maximum selling 
pricet atd as "exempt"' "or uncontr011ed oil under "he Entitle-
ments Program. The net effect is,to make California oil 
even lets competitive with out of state and foreign oil. 

Promulgation of the AIaSkan pricing regulations will seriously 
aggravate what has pteviouSly peen an tneluitable situtaion 
for the State of California. Th.0 primary recipients if 
tidelLInds revenues are California's colleges and universities 
and State water projects. The State earned V34,5 million 
in total revenues ftdm crude oil tideland production, in 
the 076-1977 fiscal year. State Lands 'CoMmission's staff 
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CALENDAR ITEM NO, 20,  (CONTI))  

project that this figure will •decline tp approxiMately 
$65•million this year due to present Federal pricing decisions, 
and that State revenues could be totally eliminat'z4 by 
080-081 if the Federal program continues to be administered 
in its current form. 

The •State Lands Comtission has sought to make Federal officials 
aware of the unique and dataging impact that the pricing 
system has inflicted on •the State of 'California. Representa-
tives of the Commission have met informally with the Feder41 
government and ,have sought redress through, formal administra-
tive channels. However, these a4empts ha--ye proved unsuccess, 

L11.. For example, while adknowle4ging ip its published' 
Alaskan pricing regulations that the-effeato,n .cal forma 
would be adverse, the federal government nevertheless stated 
thaE in6 corrective attion would ire tak„°in at this time 

The •State Lands Division has met with the Attorney •General's 
Office, the beneficiaries of (tideland revenues, and• other 
concerned State agencies to discuss the possibility of•
establishing litigation or seeking other apprOpriate redress 
to correct this situation and enstire that California crude• 
oil production is treated fairly •under the Federal price 
cor;!-rol system. Such action is believe• to be essential 
if continued California tidelands production and revenues 
are to be assured, 

IT IS THEREFORE RECOMMENDED THAT THE STATE LANDS COMMISSION '  

AUTHQKM. THE ATTORNEY GENERAL TO TAKE ALL NECESSARY STEPS, 
INCLUDING LITIGATION, TO SECURE FAIR AND EQUITABLE TREATMENT 
FOR• THE PRICING OF CALIFORNIA-PRODUCED ROYALTY CRUDE OIL 
UNDER THE FEDERAL GOVERNMENTS CRUDE OIL PRICIPG PROGRAM. 
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