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During consxdera‘.mn of ¢alendar Item ‘Zu attached, Chaixman
Kenneth Cory J.nd.Lc‘ted ‘he  as in faVor of the item. Howevex:,
a st.:.pul.at:.on “should be, .aserted ‘wherein. Staff wonld repert
back tc the “Comm..,sxon befox\- f:xw.lng +He actibn oy hold

an execm.we.sqm:.on to xeview the. draff. Cc»mm:\.ss:.oher

Roy M. Bell ifdicgted he wonld 1ikg, a sLlpuJahoh &8s
suggestea by Mr‘ Co\:y included in the Jresol‘h‘uop'(,

'
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%Upon ‘motion’ auxy umd, and carried, th l:f?ql”i,t.‘fgfwix‘lg recon aendation

o

was. approved by & VO,S.\L. of 3=0 ‘ . .

«

THE. STATE SADS COMMTEEION ﬁﬁTﬁORhZFs THE. AmwomNEx GENERAL
T0 TAKE ALL NEC&SSARY s"apo,‘;mgLunxwe L:T;gA$§QN T0 SECURE
#5171 AND EQUITABLE TREA] ATMENT, FOR THE PRICING OF ¢ :
ERODUCED ROYALTY GRUDE OIL UNDER THE FEDERAL OVERNMENT
GRUDE OFL, FRICING BROGRAM, WITH, THE STIPULATION THAm T
STAFE, REP OR"BACK 0, PHE COMIISSION, 10 REVLEW, ANY LEGAL'

“DOCUMENT.: PRIOR ’I‘O,, THL ‘I‘IME THI:.SE: ,‘ARF FILBD*
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CHALLENGING CRUDE QL PRICING REGULATIONS

Ciude oil produced £rom state-owned Tidelands propetties

i$ Currentiy SUBjeet (o an extensive systém of Federal

price controls administered by the U, S. Department of
Energy. While Califsraia’s royalty oil pas ialfially éxempt
from price ceflings gﬂﬁbr”ﬁeﬁﬁﬁgl regulations, that exémption
was withdrawn seviral yeuls ago. The major ‘portiéon of Caldi-

 fornid's royalty. oil is iyow classified 2s "old o%l" under

the “Federal povernment’s thrge=tisred pricing sysfem, and:
the price of thig cil is frozem at éktremély lokw letvels.
chat barely éx ‘
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ceed the cost . of extracting such oil.
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The adveise Einatician effects of this-systen tigve been
compoundied by ‘the "Eutitlemests Program’, which was devised
£o equalize U.S, refiners™ '¢ost of crude oil By subsidizing
réfiners dependent on ‘higher cast foreign oil with cash
paynietits. Fiom these refiners Having access ko cheaper do-
mestically=conttdlled oil.. Thé impaat of California producers
is to Makbrthéif crude pil gven less eéconomirally aktractive
than beforé, as fhose who use it Wust make tdsi payments

ko do so. Under thé technigal nuances «of this program,
refiners are given additional incentives to #uy imported
rathefr than Statew-owned ¢rude cil. Californily production--and
tideland revenués=-have seriously declined as a result.

The most récent and damaging Federal action affecting Cal-~
ifornia royalty production took place two months ago, when
price levels were established for Alaskan. crude oil delivered
tc :the Continental U.S. via the Trans-Alaskan Pipelirne.

Whenw peagk Alaskan production is achieved, a glut of crude

oil will occur in California. If a rule icsued last August,
Federal officials decideéd that Alaskan 0Ll would be treated
as "new" oil for purposes of establishing maximum selling
prices and as "exempt' or uncentrdlled oil under ~he Entitle-
ments Program. The net 2ffect is to make California ofil

even less competitive with out of state and foreign oil,

Promulgation of the Alaskan pricing regulations will seriously
aggravate what hds previously been an fnequizable situtaion
for the State of California. The primary recipients af
tidelands revénues are California's colleges and universities
and State water projects. The State earned $84.5 million

in total révenues frém crude oil tideland production in

the 1976-1977 fiscal year. Stace Lands Commission's scaff
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project that this figure wild dacline to approximately

&§65 million this year due to presnt Federal pricing decisions,
and that State revenues could be totally eliminatl by
1980~1981 Lf the Federal program continues to be administered
in its current form, o k

The Qtate Lands Gomfiission has sought -to make Federal officlals
aware of theé unique and damaging impact that the pricing
systen has inflicted on the State of California. Representa-
tives of the Commission have met {nformally with the Federsl
government and have sought redress through formal adminisiva-
Live chanriels. However, thesé 4 otempts have proved unsuccess-
ful. For éxample, while acknowledging in ils published

Alaskan pricing régplatiqﬁgr@hét3;he~é££a¢ﬁ-othamedpnia
would be adverse, the Fedetal govirhment névertheless stated

that nc corrective action would, be takin at this time.

The State Lands Division has met with the Attorney General's.
Office, the beneficiaries of tideéeland revenués, and othex
concerned Stdte agencies O discuss the possibility of
establishing litigation ot skeking other apprgpriate redress
to correct this situation and ensite that California crude
oil production is treated fairly under Ltie Féderal price
cor:rol system. Such action is believed to be essentidl

if continued California tidelands proguction and revenues
are to be assured,

IT IS THEREFORE RECOMMELDED THAT TiB STATE LANDS COMMISSION
AUTHORTZE THE ATTORNEY GENERAL TQ TAKE ALL NECESSARY STEPS,.
TNCLUDING LITIGATION, TO SECURE FAIR AND EQUITABLE TREATMENT
FOR, THE PRICING OF CALIFORNPA-PRODUCED ROYALTY CRUDE OIL
UNDER THE. FEDERAL GOVERNMENT'S CRUDE OIL PRICING PROGRAM.




