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Ameeting of April 27cn to order.

issuance 1is the public use and bgntfit.

‘Napa item? : ) ¥

: if the City of ‘Napa used it for other than municipal purposes

llands.

83

I

Lo

GOV. :FINCH' We:have a quorum. I Wf%lrcallﬁtﬁe
, , .

v
{7
i

.« Unless there is objectionr, we" w111 consider the

minutes ‘that were sent to- the membe*s approved

2y "”“\':" ‘ ‘ P o .

Do you want to cover item 3, Mr. Hortig7x

MR, HORTIG' \es, Mr Chairman. The Com%ission has

be‘ore 1t applications for permits, easements and tighcs of-
way. to be granted to public and other agencieslat no fee,

pursuant to authorizing statutes and the considetation for’
4

" The applicatiens are as listed: City of Napa; City)
. 4 D S

of Pittsburg; Department»bi'Public Works, Division of Highe
ways; and two applicatioﬁa,'ohe from the County‘of’Sep Joaquiﬁ
and one from the County of San LuisCObispo.; , ,’}

It is recamm@nded“that these permits, eeseﬁ:nts and|
righgs-of-way,be¢§§tﬁé;ized;to be isSued: |

GOV FINCH' What is the phrase,‘"Hormal rental to

be reauired should a: charge be made for public use and access“?

O

Does the State get any use out of that at all, on the City of|

N B N

MR.® HGRTIG- Yes. Normal rental would be required

\\\

and if it=goes into commercial development of the type that

9

the State Lands Commission could authorire for these same h Tx

5.\
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S
1 | GOV. FINCH: Do they have to bring that bafk to us‘
2| at that time? o R
3 MR. HORTIG: Yes.
al MR.“SMITH: I move: that item 3 e adopted )
51. - GOV. FINCH: Adopted. Iter %/ =
6| ~ MR. HORTIG: Item 4 before the Commission comsists
7:ﬂ of pennits, easements leases, and rights-of-way to be issued
8| in accordance with establisred rental policies of the Commis-L
/9| sion ~- which are predicated es the Commissioners w111 recalL
10| on either the fee estabiished by statute for recreaEional per-
11 7/6I§; or regulatory fees in conoefgier/w:chegggﬁercia1 struc~
12} tures on cide and‘submerged lands,\which are in turn basedf
13| upon sppraised value of the property to be occupied; the .. \*i;
i4 titems being as listed in (a) through (h}ﬁ-- with resoect to
15 either the issuance of a new permit for &n easement~or lease,
16 | or the asszignment cf existing\ieases.:? All the fees are in
17 eocordance with the requirements cf the statutes and rules’gz
18 | and regulations  of the. State Lands Commission. ' ﬁ
19— Therefore. it ;R recommended that authorization@
20 | granted for the issuancejo% pg;mits and approvail cf the
91| assignmeénts. . \ | \ | i
23 GOV. ‘ftPCﬁ:g'ﬁithout objection, item 4 is approVed.
23 Item 5"\"' ; S T
24 . HR HORTIG,f Itew 5 represents, with two exceptions
281 =-- 1tems (a) and (b) -- requests for deferments of drilling'

requirements in all the remaining items, on existing leases.

S
. \\
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} acres tide and submerged lands in Solano and COntra Costa

Item (a),‘the geological survey permit -- the
term would be extended for Atlantic Richfield Company, this
permit havxng been authorized by the Comm%ssion.

Under item (b),>a new geological survey permit

would be issued to Uniocn 0il Company of\California for off-

shore geological exploratlon, in accordance with the statutes =

and rules “and regulations of the Commiseion

7= The remaining items are requests for deferment of
)
drilling requirements under existing leases; that is, I

should say, (c) through (f)»w- deferments of drilling require
ments under existing leases, where the staff has recormended

that the granting of these deferments is equitable unde‘ the'
terms of the lease and in view of the development of the leasp.

cov, FINCH. Are these for a period of time?

MR. HORTIG: Yes, sir; they are for a perjod“of six|

///

‘K
Item (g) is-the recommendation for acceptance of a

months. ' - : 4

cash bonus p nent offer, pursuant to competitive bidding,
for oil and gas lease on 480 acres in Butte County, which
highteash.bonus offer was offered by Great Basins Petroleum”
Compaey.

| Item (ﬁ) is recommendation for authorization to .
the Executive Officer to publisq\e notice that the~Commissicnf

>/..ntends to consider offering an oil and gas lease for 5,600
4

counties. Under the statutes, the Commission may not pgeceed ;

/ OVFIGE &P ADSIIISTRATIVE PROCESBURE, STATE OF SALIFOINGA
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ﬁith the offering of such a lease until a notice has been

o]
given to chi\councies in which the lands are located, and

giving the counties an opportunity to object and to ask for
5 -

S . ; 5 ‘ R
2 hearing with regard to offering such lands. Failing such-

request for héaring, there is the authorization to proceedu

N

with the offer'forﬁcompetitive bidding. *

GOV. FINCH: I move item 5. ~ 7

MR, FiOURNOY‘ Without objection, so ordéred 7

Item Number 6 -- three items relating to the Clty
of Loné Beach. 1s thgre any discussion or objection to any
of those items, gentlemen? | A W ‘
< | MR, HOR&IG: Item (c), Mr. Chairmon, is not in
the normal routine—of continuing operations of Long Bea~h,

o
as the matters have been to this Commission for approval at

previous meetings; but it is recommended in view of the ex-

tended period of time that has elapsed since the start of

Operations at tﬁé Long Beach Unit Wilmington'Oil Field, and -

in view of the inability of the Scate Lands/Division to con-
duct an in-depth audit of the field contractor s books and
operations, that the Lands Commission obtain from interested

certified public accountants with-oil industry'experience

. proposais to conduct an extensive audit of the field con-

- tractor and its operating company, and to reporc back” to the

Commission the estimated costs and benefits, together with
proposed financing and recommendations to consider whether

a consulting contract should be issued for this purposé.

* Mr. Flournoy came into meetinzhft thig g poi int

,(i 3 /«/”

—
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‘we are shorc about four budgeted auditors in t}

-
o

0

GOV, FINCH: Do I take it we have not had an lﬁ
independent audit of ! he operations to date? o

MR. SMITH:. Who 1s” authorized to.conduct audits?

MR. HORTIG: :fhg,Auditor General conducts an,a%%it;

but both the auditors of your division, Mr. Smifh, and the -

- suditors gf the Scage Lands COmmission who are on the ~{found

MR.- SMITH: And they did audit ie?
MR. HORTIG: That's correct.
" MR. FLOURNOY: I notice in:§our -:1£}- Qyouks;;
| t{;ﬁivision
itself, on the staff. ; ‘ .
MR. HORTIG" This is correct. . 0‘

MR, FLOU\NOY. And presumably once we»are dble to

=
N

fill those vacant positions and upgrade the specificaiions

“and‘whatever, this would be a function that the Lands Divi-

.sion itself would perform. 1f we were in a position to do

. 1t ourselves, we would do it now, but we are unable to do so..

- MR. HORTIG: This is correct; but we have a two-

year baéklog%that we should do before this.

MR. FLOURNOY: - And you'arecrequesting an auditor ta

do that? . ﬂ s ~

F

MR. HORTIG: This would be/rhe~proposn1‘co the
00nmission, after’ receiving proposall from organizations
qunlified to do che work.,

MR. Fnounnov- That would be on open competitive

e

]

MR. HORTIG: ' Not a complete_audit.(‘Therg have boeﬁ....
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bidding?
& MR. HORTIG:. On proposais.

&

o

HR@jaHITH' What would be the difference becweenvq
‘the audit conducted by the ptivate concerns and one by the
Audiggt General's office? J ‘
MR, HORTIG: The one by the Auditor General's
ﬁoffiee is for the Legislature and is not teported in detail
to the State Lands Division or to the State Lands Commission.
\Second, the administrative tesponsibilitiesithatgateﬁcpatggd
7;0 SP‘ State Lands COmmdééloh; towdré::hich the agdit should
be conductéd to see that these are being properly conducted,
are not always 1hqﬁities for the Legislature. So you have
the dlfficultiggegtion of one audit for a particuiar purpos?,»
Y vhatever is directed by the Joint Legisla;ivé Committee on
Auditing, as ag!inst the control audit for the operating
administrative igency. o &
c - GOV, F}NCH:O 1 move approval of item 6.-
MR. FLOURNOY: Without objection, it-will be so
ordered. * | , ) |
| _Iiem~Numﬂet 7, boundary line agreémen:s -- three
items involving lands:along'theAPetgluﬁa River and che City
of Santa .Barbara, 1Is théré'any discussion,éi objecttoh to
| approval of those items? (No tekponse) ﬁithouﬁ'objectidn,
they will be approved -- which bfings us to‘infotnat16h4or
”gi:fussion on the status of litigation. ‘ i

MR. HORTIG:I Nothing beyond that which is reported

// V mwmnmw;lmngnvm
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1 the Office of the Attorney General 1is filing a de-urrer 1n

. eourt or the—decision of the court on that denurrer\yill be

last meeting.

L ties Qommission°-; but €ound they did not h;ve, in the final

for the Commisgiﬂul% 1n£ormatior in the urttton agondl 1:0;.&

_©* MR, FLOURNOY: I notice that the jositien that we

L

Qad taken with regard to requesting sone q&stnonthl on the
Long Beach-Los Angeles suit has beon dentod by nho court end

they gave us thzrty days or somethtng to 3@t\in our pooirion.'

Where do we “stand on that’ : B

\, " MR. HORTIG: After that dental -- and the Deputy

_ Attorney General who is handling,thlt action ii‘not*vith~so‘ -

this mprning, but I,did check with him as of yesterday --
connection thh this“action, and so the dotornination of the

the next step. Then that’will‘determine'the proeeduré that’

o

will be carried on by the Attorney General s 0£f1ce in refer- -

ence to this litigation. ,
_In the interim we are proceeding with attempting
tofsecure, however, as consultant to the Attorney General 8

Oxfice, the consultant authorized by the Counussion at the-

[
T (=]

We haven't been able to do tﬁat yot?

E~4

Not specifically.c We had hoped we

FLOURNOY'
HORTIG'

MR.
MR.

mf@ht arrange an in-sezvice contract -- that we might be /.

it
able to avail ourselves of the servlceg of the PublicoUtilif:

analysis, extra time available.

- MR. FLOURNOY:

o ¥

Very good. Any other questiona’

2
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3 Q‘ 1 (No reep@nse) o T _ .
; ‘ ] 2} ° Then we w:l.ll move to Item 9 -- Bidding procedure
3 for the purchase of oil field t:ubular goods Ipns Beach “““-
4 wllmington 011 Field ' » e s
5 N | | - : o - ‘7
) ~ (This item reproduced in stencil form)
- 7 . ‘ : R . & .
, '8/ o (Followingspresentati.ons on Item 9') ,
0 - MR.. I-'IDURNOY. The only other matter is the next . |’
10 meeting, wkich we heve set: for che 25th of May, which 1
p . o
¢ li | assume w111 be some place around here, and due noclfication o
12 will be given.\ 7 A
S With that, the meeting is adjourned. ’
g ‘C 14 . > ADJOURNED 2:55 P.M.’
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‘John R. Van de Water, “Economic Consultant domestic group ‘7
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i MR. FLOURNOY: We will move“to Item 9 -- Tﬁsj?fddingt
Procedure. for the Pﬁrgﬁése of‘Oil'Field;Tubular Gopds?\zgﬁg'

s = / , = 7 g
Beach Unit, Wilmington 011 Field. S U

Ne\Rhye a rather long 115* of 1eop1e who have indi- o

0
cated they‘WLSh to make presentatlo.s to the Commission on this
I think it is fair to séy at the outset that the

20

member of the Commission have a good deal of information on

calendar item.

73

“

the backggound at the’present tlme so 1 hope the w1tnesses uill
restrlcc themselves to the most percanent aspects of their

pxesentatlon, SO~ chaL we can proceed on rlus matter. =

o

The flrsttyltness is Mr. Jack Gcmperts, Presxdent .es

MR HORTIG' Hr. Chalrman mxght I “interrupt? 1

believe for the record and before hearing the wifhesses, the

following should be added to the record, if 1 may .

o

Flrsc, the City of Long Beach, as Unit Operator, has

statement, that the Clty endora eVa pollcy rccommended by THUMS , &

the f1e1d contractor; favoring donestx- purchase of cubular gooda

o

This report adds a possible third alternatlve for Commission con-

o

sideration co those reported .on page 51 of your agenda --

/
resc

™
/s tecommendatlons of the F1e1deContractor and the’

=

City of Long Beaciv relative to plpe purcha51ng “procedure and

spec1fica11y, ission of che exraulng resolutlon and concur-

o =

standards.
=

Second,
contxnuatlon of che existing plpe purchasing procedures from the
following: ) , - e

Letter dated April 19th from Paul Lucas, General Mana-
cger, Western Dlvislon, ‘Mannesman Export Corporatxon, -

= - Letcer dated Aprll 21st from Mr. Rae F. Hatts, Port

Director, Port of San Francisco' and

- W h ‘ . Q

-1

8

5

the Connussion has received letters Supportlnglf

N

(rﬂ

Z"Erag§gi5ted for 1tse1f and the Field Operatxng ﬂoncractor, a © *///’//

b
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' Vice President, Tr;éon, Ingarpoxated.

S

Letter dawééxggtll Z4th from U)lllam F. Flay, Jv.;

w5

MR, FLOURNOY: Now we will proceed with Mr. Gonpercs.,

1 would sugpest, as we have ten people who have to appear, that

.we try tovhold it down, if we can, to somewherte around.f've o

.minutes if chat is LEBS\blE, otherwise, we can, be here all day. 2 L

ME. GOMPZRTS' Mr. Chaxrn»ﬁ, my nare is Jack Gnnpert

I an presxdent of the Scandinavian Cooperative Uholesale cocxety;’
of Callforn}a whach annually exports Pacific Coast agrlcgltural
prédgfts,worthvabout i;en wmillion dollars. Alsb,;l have che _ -
privilege of ser;ino on Governor Reagan's Adv1sory Committee on '
Foreign Trade, However, I appear today before thls Commission o
as p:esident‘and in behalf of the Caiifornia Council for Inter-‘

national Trade, which consists of firms and individuals involved

“in California’s imiernational commerce, representing import, ex-
R - PN = R .

port, transportation, finaﬁhinv:and investment, law, licensing,
manuiacturxng, and agr1cu1tura> production. - "

‘ Gentlemen, permit me to xespectfully point out rha- ’ ’ ':' .
“oday hearing and the decls;ons to be wade by the Calltornlal
Stace Lands Commxss*oh based on °the testimony here presented ?
have a vital relatxonshlp to the well. beingrof‘millibns of pebple -
Here and akroad. The issue at hand is of ;mperatlve concern to
the cormerce of not only the qtate~of California, but also to
that of our great nac;on and of much of the ftee world; and be-
cause of the subject’s great 1mportance 1 plead with you chat
,you give us, as well as the other side, at leasL one and one-
half hours including filteen minutes for tebuctal. N : L

The world at large recognlzev the doninant p051c‘on ’
-of the Unlted tates in 911 areas of human endeavor, not the
least of which is.to Strengthen the world's ecbnqmies by expand- e

ing international trade berween men ‘of good will everywhere.

o i
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As much as it fmighc”?getve some intereste to have ‘your Commission

consider this issue as a purely local maccer, the facts should

speak agaxnsc this.

The polgcy decision of this Conmission on a ma:cet
that has a duecr bea:x.ng on the international cmﬂ:ce aof the
United States w:.n be regarded in( ny quatl:ere as_ Anerican
pohcy or, at least, as a barameter ‘of our® nacmn s regard for 7

o -0

'(m"etnatlonal Lrade relations. 5

3
P R A -

Cettamlj it is obv:.ous there is a videspread incerest
3 * \
10yt in Cal:.fornxa s ney Chief Executive and in the policies of
. <& T
.Governor .‘onald Reagan's admmxstrauon. ] 'rhe ifemor your

Cmrussmn on an issue §o vety closely telated to tﬁe economy

,*\m -California, to the n:ndmg pracuces of our country, and to

%rhe international conmerce ‘of our tradiag parmers undoubtegly

. oas

wﬂl be yiewed as reflecting the pt:»l.u:1 es of our Govemor s

o

) - 17 ' . The issue at hand, in our opinion, is mot only, _
‘ ~- 18 "Bxddu;g\ Procedure for the Putchase of Cil I-'i.eld Tubular Goods, :
_ T \\Long Beach Unu:, Vilmingcon 011 uelg!"' ic Ls also Cah.fomia s
: ) policy on internarional commerce. Is it our policy ‘to sttength-
21} &n our own economy by selhng Caleorma ‘products in forexgn
22 '\ markets whzle preventing our overseas trading partners f:oln

25 “selling i.n California? Or is it our policy e recognize 1nter-"

: " 24 J natiohal trade ac a. two-way street,with the coustry Hhué/ﬁ ’buysf'
.o . 25| from us bemg alloued to sell to us? - - ’
s, = o r.he dLStmgun.shed menbers of\ this Commlsn.on are

P 271 well awate, the pros and Lons. on ..he questxon of oi)en cmpel:x«n
28y cive blddlng on purchases for the mms pro_jecc were prescnted

29 ac *a Conmission hearing in Augus-., of 1965. And, in l:he lighc

o
)
©

: r :he ‘facts present:ed the Comissxon ruled accordingly.

SA . 'rhe &acts remain ‘the sane. Adiied to che-, hunver,

I\

16‘1 adminiscr:ation. - : . - o x




T N e
) N 1] is the evidence of sabstantia’l savings for thé taxpayers and the - _
D 2 c;nzens of California -« or, t:: put ic another way v, the vety . e
| . (5 ' real? potennal for considerable“ 1ncreased tev;nue for the Stace ' ’
¢ 4 : 4] of Cahfo:m.a -~ as a resul€ of a_policy and of a procedm:e ot .
. 5 purcha51ng qualxty preducts from the lowest responsible bl.dder . 7
r . ° ] ) in opene compeciu.ve b;.dd:.ng lﬁ all mtetested supphers. .

7 é_ There aLe those who would have thls Commission ignore - -
) Y 81l "the fact: orake ne heed of the sav1ngs reahzed who plead for .
o 9 spec:.al prw vilegc: "nd who “ask that the, Commission oruling of 1955 ’

{;‘: QO ’ T a0 be reversed: for then: own benefxt. ‘It behodves us, therefore, T ’
B to .again, state, the ,Facts %or the record. -We ruelcome the a»a:: R

< ) C
7 12 tum.ty ‘£o do so because .in stacmg the case £of open competztwe

° . ?-3 9b1ddi.ng we teuerate~ our fai..h bancall,y oux "‘faith“ in },\n\ o
. 14} Amer:.can system of nee enterprlse R “o ) °
2 PO o . O N . : )
E oL 15 : @,; AS the stafi of ‘your Comm ion has been informed, we
. w 7 :“ I
S T 1€t have here today a panel of men 41nt1mate1y acqunnted with the

@ - ) 17 dace at hand experts in their respectkve flelds. In the time
Lt e, 18 allotted we will endeavor ‘to present the pertlnent facts with as
”19 ln.tle dupl:.cm:1 on as poss:.ble.r I have bee/n asked by those who

#0209 share my.. vlews to act: as cocrdxnator for our side and with your = .

. IR % 21‘ pemxssion I w111 introduce them in-a 10g1ca1 order. .
5 | Flrs’t, I should like to d15pe1 some m--oncepnons )

& Z =y

23 abou.. the acL:Lon of the’ Commission chat have been bandied =
24t 8bOU|. our State lately. I have bef* re me a clipping from a o D

oo 25“ Compton, Cahfomia, newspa')er dated. Harch 12, 1967 which says,
.26

27

and I quote: The folloumg is ‘a rtatement released by the e

Cahxorxua Fanufacturers Assoclauon concernlng Caluorm.a and

N =8 u. S. & £ rms ‘losing 1‘/ of the l-:a t Wlluungl.on oll ueld sieel ) =7
7z - 29

v ) buemess o £on:e;gn fn-ms. o I 4 °
R °ue 50 TR -The- scatemenl. goes on_to say, quote" “THUMS of Long
2" 31} Beach, -- T - Texaco, H - Humble, U- Union, M- Mobil, S- Shell -=~ ~ °

Q = a- R
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21

22

g _buyiog"sougiasy commercial dir transports?

in Apru. ‘of 1955 requested they be dallowed :o glve busmesa to C o r

the domestic producers. - T Has r.he Coma.sexon, we ask ever pro- ) . =

h:.bu:ed the 'muus management frcm givmg business to the domestu- 2 ous,

producers" I-‘urthemore, it is 1rom.c if,’” in truch these Amer1-~ 8 ’ L=

can oil ccmpam.es forming the THUMS consorthm actually favor a '

A;.ter all, Texaco through Cal-‘re;c has ’ ‘,,{ﬁo et o

protectionisrn pohcy.
2P g ST R

: heavy: mvestments in the pec.roleun business-in” Japan.o H\zﬁble o @

oche prmclpal dorre tie subvxdxary of Scandard of Naw 3ersey, e S

llmon ‘njoys ‘huge sales oE crude oil ;
[~} N7 - o

to Japan and has an equxcy poszcion in a Japanese refl.ning com- S

wluch operai.es uorld—w;de.

pany. ¢ hob:.l has» refmnry and sales outlets in Japan, ‘as does

LT

ShelI.J ‘Also. I unders ._and both Um.on 0il and- Hobll buy cons,;de"-f, : “
able quantxues of 0Japamese pxpe for uge 1n the Um.ted S;.ates. s e

Why,, qe dSk if ir all right for these companies to 1nvest and . ‘ ,
e

sell abroad B c:}n Lheu‘ gxanagemem: dec1sxon on 'I‘RIHS close the

door on their .good customers" ’ . LT ' .

In asking for special pr1v1lege for an mdusl:ry‘ thot 09 ] -

does not: produce in Cahfomia the pxpe bemg discussed here to-’ -

19“ day, they say nothmg about the State® s stake in the $213- million f

‘worth of conmercxal aircraft: and ‘spare parts sold to fore;gn - i
) r‘\ ’ |
‘cus tomers by COnvalr, a Cahforma producet. frun 19527 through 1

|

February ©of this year. Nor. is thcre any menuon wade of the

great contr).butx.on to Cahfornu s economy made by the Douglas .

,A-rcrart Company, another Cah.fornia producer Lhrough 1ts

sales to’ overseas customers. In the years 1950 through 1565

unlas sold more than one b:.lhon dollars in comnercial a:.t- e

c-ar::,.-njnseiﬁi{”buyers, and as of February of "lus year, g
AN

Douglas had on land umxlled orders Irom foreign cusiomers of

$1.v1¢b11hon'.‘ : . : o )
a = . ,m N = .
Misat about the $137 milhon Japan spent in f?nfomla )

Is it»ptopo;ed ‘tha / x;’f .

= ) ; = ) {

i - -

o
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ﬁfl/;a E 27 h : - - . ° e ° . N VP » o 8 I S
(_\[/ o N . ¢ N L s g
S 1f- thS Comm.sszon ells Japan- /["He welcome yo’.:r spending ‘your = s
e z hard-egarned dollars in Cahforn:.a buy:.ng“our coumerc;al aucraft ) )
s ¢ - 3] and unlhons upon m11110ns of dollars worth of our agr:.cuh.utal ° ;
4 product “but we wl“ll not allow ydu - to Iud in compe;xt:.on thh g
: ’ R -1 . ﬁmer:u:a S steel 1naustry on: pipe for the !..ong Beach Uni: of the ° )
h o g . N o . : N © \ @ =5 ’J s P B
. e Hv lmingcon 0il Fiela. i S e A S o 7
3 (;n . ’ 0 - L
: - 7 1 submict, gent.lemen, this- would be mmoral unfaur, =7 :
[ ES <
, .8 unbusinesshke, and,  if pe:mitted"“a hane,ml blmf atc Cahn SO S o
3 . ° . D e ) o) @ -9 P | €
E 9 .:ox;n:.a s'-1n_terngi:10na1 cong;ercial mter’ests, and ' a tg:.ns -upon ?, T ew
} ) o B b 7‘ . - i o+ : ; : . by = £
&+ . 10f our: own rntf-grlty. L TR v N T
: S o : R o e .
114 - . Those asklng for spec1a1 S;.ate govetnnent,, favor also - - : g o
= ;s . s : <
R |- sta..e erroneouslv\ thal: the Federal Govemment "has asked for ‘C\’\.\g
e N | C , :
B ) - 13y .a.ll;kmdc of voluntaty testrqints to resi tore our balance of pay- :° s
SR 'ments s0 ‘that the funds we. send overseas more neatly mltn.i' what, - =
- e sy o o o - = .
o 15 are spent I’ere. RS = L‘_—n' f' L Coe . S
»: . N B - < o o A g O = o © %i
W e aYeL, the record of the Co:m lss:wn s 1965 hearing on . s
g N N e T ST e o
= 0 e 174 chis matter :.ncludes n statewent by the then g.’s. Secxetazy of - :
. _ .
; . : 5] e 7
r s 13 Co:rmerce’ that 1t was Jot the policy of our ,kederal Govemment s ; °
- . - N B .0
19] to deal with the balance of cpayments pt’oblem by tampering with e
20} our :uupott-export trade. Thxs 1s still our cedetal policy. = - . o
L s o § 3 P A
T g 2 Perz't e to read a letten: from Lhe Actmg qe;:r:ecaw of Cmn-erce E
o R dated Apr:.l 21,°1967. It is addressed to me Ja.. presider.t of ® o Sk
. P . . e oo = ;
o , 254 che ‘California Council for Internatlonal Trade.’. I€ reads:.) ; : o
. N 24 . * “Dear hr. Gouperts: - L R N
: ‘ 23] ; A This is iw respc@to your inquiry regardmg s, . T
- CF e the current applicab v‘*"{/ of a statement made by RN IR e,
o R 26 - Secre..ary Connoxr inQ\ugus.. 1965. I . . o ‘
o - - v . . . © - .
_ *27{ Then he, glve“ a.he statement "ha Secretary Connor made in i\ugust~ ) o
o ! . s o : e
250, . - ”e ?In yout tnlegram of -*ugust 23 you asl\ed % SN .- , ¢
o . . - we “favor curtailment of imports as amethod  °°° o - o,
29 . s 00K helpmg adjusi our balance of payments." . [/c . N
5 = soll ¢ “Ue have excluded this as a technique to ﬂ!l-‘ Pt p R
e Lad B ] : © prove our: balance oi payments’ since it would ~ © PR g
b S sall ’ = . be inconsistenc wich oui policies for the = - . o S
| R s expansion an%) liberalization of world trade. @ .- °= -~ . &
> o v 2 ¢ - 5 0= 2 /,3
P ) @ . . . d\) o < c
= 0 K = ,Q © 3] : ' : ’ ‘ ’)
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N - cé; “’ L w o © P4 e § She C/‘ 5 @,
- o . e ‘ ) h \Ay‘;) <DD
Y 0 . Te3o k)
= E\ kel ‘o ' )
B ) Y o ) PN T s :
o Bﬂ . - o >' G\‘ a q_ xS ;Q -', - f,i:« , a )/;F: o o ”GE
e S, et 'I caniot comment. on «.he specxﬁ.c case ° o Ol he
\ : mentzongdrxln' your leSter of Aupusc 19, 7 .
ca B & bui: we- expect choices between domet't:lc/N/ : -
o4, - ¥ .. s-aid Toreign.goods to “be based solely okt ° - .
34 97 . commercial cons1deraL10ns. R
R ,'O - FT i "/\ > 3"':»" ST :~.ﬂ ) "C ) o o
5 4| The lezter conl::.um%.:. ‘ R P o *
-~ ks “I aui aware of-no szgxubcanr. difference .- e e
= im prevail;ng ‘policy that would necessitate . © R
. 8 fo= changmn that statemént. o it
W7 L E Smcerelrydu;s;‘* o .
o 3 ) - TG o . - Y{s ‘ .. ",g ©
. 8 o (s) A. B. Trowbridge . . .
- % ; Actxrg Secretary of Coumex:ce“ & -
:) - ¢ .
Pz, - & . : » K . = . o Te b &
10“_ .© ¢  The sratement gttributgg o r.he CMA @115‘8 séays P °
- 31{ “Good ‘management should be allowed_to 'manage without asecond;-- 2 ’
a2 gue551ng bv government” Is it good management: we ask o -
n o ] o B .
23 deprlve a.he taxp%ws jof Cahtorma, who after all “ars paying = °
"2 fl E5% of the cost of ..he 'I‘HLMS pro_]ect,oof the: substannal savings ce ey
o & , L .
. ¢ made p0551b1e Lhtough open co:npel:ia.lve b1ddmg’ Is it good "O° 2 e -
16 umanagement toobe blurd to Cahform.a 8 v.ual mterest m amex- Se 4
; : - T T
17} panding intetnatmnal\crade and to” ramn: me dcmesuc Cmdustry N
I W N Y e0
18y while “lamxmg -he denrx on the buyers o:. Californu-manux.actured a4 LR
o . a t’ = ° ° @
19! and agr:.cul._ural produus in-our overseas warkets? A8 it good 5
.20 J\anaaemen: to: ask ths Comn:.ssion for Spec1a1 pn\ulege and RS
21 obv:.ous pto:.ect;on from compent:.on by tevetsmg l:he 1965 pohcy REETT
22 ruh.ng -- yet,; at the same ”Lime suggest o th1s Cmssmn co
23 .:haL:, he mananemnnt is \l:ftter quallfl.ed to detemxne what is ° o AR
5 B N a > - >
best for Caluorma in fhe THWS. matter- 29 - o PR
L E v ) SR
- # Contrary to t:he view expreseed in, t‘\eostatemenc 1. . s Y
261t ’have Just rex:erted i:lL and wlth all d\.e respecc to the manage- gk‘ s i
_ 27}, nent of 'mu«.s “we say “hat thls State Lands cqmussmn has the : <
&8 'respo-l .;b:\.ht:y»\c_ 0 look out fo::, che 1ni:eres ts of au the people s,
?9 3 c:: Cahform.a and s obhged to declde the 1ssue at hand”in ° ; )
C | ¢ -
3¢ terms «of what: 1s ‘best xor Cahforma ..oda and with'a vuu to -, s "
Y 0 assl -
31 the futurg. " ¢ \ g e b GN\ ;
— § 0(5 R . E . o a . o
= e S v S L d )
; : pe -7 - D, e
N v Z i . .
Xp o k Iv} > < i o o ° L
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i" N ;-(Q K o e C‘%\“ LT, v ﬂ"is“:'
( ] il ; the publ:.s‘aed ..tarnents of the Ty e
: ST ‘ol cahform.a ﬂanu"art.urers tvssocxﬂaploun, we wikh to gm.gt? o:n: ..hec - %
"o Sc fellacles of the arguuents advanced by Lheme :ue intend no”r .
. o4 | criticisw oﬁ Eli% E;ganization icself. - : ) : B » o
o ot ‘5> h ° In com.ludl.ng, I wouldclike to conclude iuch av"t::u:ei T
o ‘38 ' r\xjent oby "he Baus & Ross Canpany of Los mgeles represennng : /
- . Eﬁ? 7 il - the, Cahform hanua.act:urers Association and the Cahfomla Oil
‘ Hﬂ/g' 8 “‘"eld Suppllel.s Assoclat ion, under the headmg "Sugges..ed Edl.'- °
< ol ..or:.al #2. ”begulns',‘*"n: s time to take another ‘look at ;.he . D
B 1o’ curi ous: "ftee trac}e clause affecting operation of the latgegt oo
o - i 111 % 1delanu 011 u.eld ‘*1 “he: “'La..e oi Callromia. _It goes on to
(‘? : L 12l sap? "HOS_ t&hzﬁ_x e have thtee t:ew men on the State ‘Lands Cmn-:is- ‘ .
. 1 7 3'3 j sionm, ) p m;y ;be poss:’:ble l:o ciange the Hordmg itom ‘*'lowee* ’ ’ '°1 4 ’ )
° Lo, X deder “to ’lowesc u. s, b;dder. Ju;h SCD milhon of Cali- - | e
: 615 - "ortu.a oil neld busmess at s-akeé ie 3 l'ope so." F.nd or j -
16 ) .auggesced editorial. ) ' w0 F 7 )
= .“7 ‘1'77 f ;Oﬁ ) Gen..lemen m.t:h Cal*_fornrt s moie than four and one- ° ;
. 13 - half birlhor} dollars of 1m:ematmga1 rade at stake,, we, hope ’
= T NP LY R oc N ( ;" : " o .‘\:—-fv 'a. e )
E ?D; . o ThanL you Qery ;nlch' and now I would h.ke .to intro- v
\ o ?1 . duce c:u ‘next witness, ag!. l(11pat:r1cL.~ S el T * o b
- D; 22 ) ’ GOV FINCH: 'l‘hat: £im of Baus & 3‘.oas is I:he ..ame L
. 254 :%rm :ha;:!ma}zdled Governor Browm' s_ c?npmgn.; - % ~ % .
Kol T OMR, '{ILPATRICK-’ (:“entlezmen:’r ir. Gompercs tart:;d out
25 ,Vhl.. remal.ks wx;h a requesc that we be allowed an- hour and a ’ . ag\ﬁ
> 28 ‘half m.t:h flfceen mmu..es for rebuttal 'l‘he Ccmnls‘sion has’ Y
: a 2rf suggected we keep o riZ:.ve m:.nutes. & I a_h;-\k 1 need a rulmg, -
. 28 because if I ar limited to “five. winutes I would have to cear.
,Q - v~ ' f 29 ] 'ou:: Jxalf o£ Dwh t I uam. _to say. Jzay ve .tiave the time we have S
s e . L oV, FINC!!§ The members of the Coumission have {o be .~
: .o : st - 0 ~

W .

2 g

Lo




'[;, - : E = = . . B a B =
e 3 , o s _p R R g 0
e = P 'vom. ofchere at twelve. . I propose ‘that we ptoceed on the bas:." i ) 2
e Q,ﬁ 2} -that you make your. tol:al presen-.auon in an area of thxr.:y-f:we QO _’Q' '
- '3 m,m__u:es,y We w:.ll g:.ve you some rebutcal t:une, dependlng on. the . s Ce
- = ;G #iming..a we want to resolve this :oda\{r\ , : ‘ VD 'o. . o
, S : IR, KIL“A'IRICK' -1 was. not aWare that the members. hadb L Ry,
’ -8l to leave at tvelve. N % 9 .\\ ‘ S o L s“ -
T ,a S 1 cov,»rmcn: ?éo‘»l‘uould suggest t:hatyéafx" try :5 n:éeke ) "be:
o i . .
R 3 your full presente..:.on in the magnxtude of -.hu:t:y-fz.ve or forty |, LT
- e S ol minutes and thae will give us time for, rebuttal and some ques-. \‘7 -7 0‘., - =
o cJ:JO tions on J.t. T e A f CL o R I
S - M| ' RS KILPATRICK: Then I wouldlike to fue wi |:h the O S
; D)) 3 "2z 'Csonmxsslon a wr:.:.ten statement wluc}nl px\epared < * o ) e’
) s 1 want to make ‘three pomts- I-‘J.rst and” x;aost mporcant PE. . o
) ’ {;7 Y ihis is che only agency LhaL repvx&esent:s -..he interest of the ° 4. o 0 . i
w ;1,5“ people in this case, the agency wii Ich has, the clear duty to © o ?’3“ o ‘
n - 16 decide this in :he m:erest of the. people is the Sta*e Landﬂ i Y
o M comyxssion@”» G - A
< 0 18 : Twenty fnonEHs ago this same matcer came up. s.You nougr ¢° o
1 "have had i:wem:y months of experience and should knaw what tl". . e ° ,
. - 20 results have been. N You have been purchas:.ng superior pipe of ’ - 5
0 -2 equalﬁ or better quahty- You have saved 13. 4%. If it wcere " 57 .
- L &2 l Jap..nese. it would be over 152. The estmaued savings ;or 1967. ° o .
- . 25 ' areuovet one ml.lh.on doilars. That 3s enough, to dri}l five free . S ,
o 24 we,}.ls. ; Sk ¢ < V L o ;DD .
. 251 7 " There has beeny declznmg b1dd1ng by both domestic and et
IR 426‘ forelgn producer" in_the twenty noon ths, .Ln,cthe face of more o °
R » 27 ‘ e::ac..ing b1d requirements and rxse in pnce oi steel In the’ .
28| :ace of chese f.acts, 'ml!is//makes a vague. ‘statement th it uﬁq . e g -
o 29 ..he pohcy of thn domesnc producers z0 buy domest:.c ‘steel. o < v ‘”/‘ 1
A 30,1 'l‘hlt is not. "he a.aci:. S P oo ot “\ = % ? i
- R ‘_3“1‘ i lventy nonths ago we cold you- ¢ ha.. chete was not ; - .
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unanuu:y anong -.he members of 'l‘HlNS that they- should buy domeu-'

tic. We also told you that Sx.andard 0il chnpany oﬁ Cahfornu

and numerous: other do;nesuc producersuse- exglusuvely impm:ted

;.ipe in the:.t operacions. Union Qil has been using large

amounts and Tidewaier has been and-still is usmg targe anounts ”

in Calnorn;a and’ elsewhere. . s

2

In .the: light of t_h se facts, the statefient oI THUMS
cen only be regarded as ittequnsx.ble. I suggest. it is irre< <
spons:.ble smxply bgcause I'RUMS has no financial’ stake in this

:lung. THIMS gets apptoxima:ely 37 of the net revenue, but -also

n gets 3% of the costs; so it makes no d:.fretence whether the

a2y anlung is cut in half or double. . . =

1.3
Asl}
&
e

It

L (¢
-

. 'rhe ‘same ttnng applies to the (:it:y of Long Beach.

‘The \c:.tv is entiiled to 20% of the revenue, bu: the maxim\lu they

can tece:.ve by che law.is $250m1;110n. 1 undetstand chac z.he

nec revenues w.;l1 far exceed ;he limic the Cu:y can receive.

The cost could be mcteg,sed by t:vnl:y mxllion ‘and the City

Y

would “have no interest in that.

&

@

in cavmg the coaL to%he people - because the people ‘are l:he

ones who wul De affected by the saving, or save the ex..ta cost.

’l‘hac is ethls !.:omusbxon. That is why tl.e kaw says you have . :he

ultunat» au\.houl;ar Eo obtam ‘the naxunum economxc return oul: of

= a

..he txdelxmds 5 o

/ 1E :his were smply a cechnical opeta..xon,) you vould
leave it to t.he conttactpr and City, but where you ‘£ail to make
a pollcy Lo save millions: oE dollars for the people of the Stlte,‘
1 would say you vere detehc..

°,The

nyout duty to the citizens.

secand ‘thing -- you must pro..ec; yourseli from a ?

conspiracy in i es..raxm. of trade. This vas broughl: out in

detall in” the Subcwm:.ttee on Economi.c Developmen.. of the

e 9 P
- 2

- 10 -

There is_only one organization Lhat bas any- 1n|:erest -

o
&

o

A

7w

&

4
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che consequences of : Lhe

R - ) = 5 -
Calffornia Le is}.ai:ure, in considerin,
& &

Buy Amerrcan ict. ThOSe people/ﬁn their repoi FE - - uhlch»*by

vhe way was concurxed in by all the “epuklzcanland Democratxc

members of Lhe cammztree except for vaemblywan ante:man who
1‘{here =~ = conclude hat LL ‘eliminates comperxtlon and the

o u,—report gays in part (I will try to summarlze it because of the

time Yimit and’ agaln I,remxnd.you there is agreemen:nby the

commeLee) - < 1t emphasizes the high cost of SLa.e?q?d local

purchases due” to total and arbic rary eiiminacion of foreign :
conperrtxon, Lhe>ban on roreign suppllers has created near

monopoly cendxtlons and notable lack of vigorou. compet;tlon -

M\\ - = B tL s
\;e;orf\xipds up: :

, ”The repeal, or teform of che Californta Buy © °
. American Act would produce substantial savings
- for both the State ‘and local governmental units
and would. thus reduce nced for either additional’
burdénsome axes and/or excessive and unnecessary-
deficiit financing.. Tn the search for a solution
of the often very serious fiscal problems, this
_reduction in cost ofcgovernmenc purchaees must
= .o - not be ignored."” ;

" among bldder The

7 heard yesterday in® Loﬂg Beach chac the admxgxs sra- -
tion hopes co save $20 milllon a year. toward Lhe presenn

deficic. .

>

uere is a mlllion dollars :hac canvhe eaved in 1967>

alone and a conservative esfliare of $C milFion over the life
? ‘»'\\'T«%

© oF :he pro;ecc.‘
Hhen~rc comes to che price of -ubular'goods, EEE\\\\\
COleSSlon haa reason to be concerned aboui=—the danger of ex-

essive pr1ces. We said twenty months ago Lhor of the seven

producers in this councry, Lhey publish their prices for every
3
poznt in Lhe councrnwha-xt w111 cost you to buy one fooi or

ten thousand fecc. Trese are e\\otmarks of a fixed price.

P

He. also ea:.d oui of sevén of Lhe producers, Iour

: bave been convxcted of flxzng'pr1ces An steel products. At"‘

-

che same time, U, S. -teel has jus been convicced of fzxing

- 11 -

)

b}

W»




o 2 Steel has been conv;cl:ed tecenr.ly o:: a price uxmg ct;nsmracy _ ke
B ¢ 3 " on cement-lined steel pipe. . T "“p ‘ : s . AU
oo off Let mwe say that today-I undetscand there are. some ’ i “ )
] g | 350 I-‘edenl State and local bodxes and private companies uhich o
] ’sv _ have c1v11 actuons pending agamst the cment:-lined and other e _,‘
[ & . 1 s\.eel mdusz:rv e::? ‘ U'ﬂ*e cm.olau\tn(:sd mctude the City . of ‘Long ' i
i - 8 Beach, c:.:y o: Los Mgeles, and Staces of California, Washin;ton ) ; R _ f ﬁ
5 T 10'\ You don' t: have I:o have,convx.cuons against price fix- ‘ é
: 11 1 ing to. solve this ptoblem -and I suzgest the®oaly way you can . ‘ 5 ) h\q
' ’ 12 ’ P"'°5f.°t rurseli aga.mstwtha.. problem ia open campentj.ve . e ' i
: IR . Ky £inal point d500n the argumént made by, the p;o- S T
> & S . ducets to get auay £rom open cmpe"xn\re bldding by saying ﬂut .
| 15’ B m.lnbet ok i.he:l.‘: non-profit cetvzces make them equwal.ent. °
U3 I Let me back up o make one- additional point. 1 u.old 0
18 'you hov. the /es are sect in chis com-vcry.G Well, ve can doeu- R .
198 pent i i “Ehe\ Cmrtnxss:.on wants -~ that cutside tld.s councry the °

q

- that make their pn.ees equivalenc, Tlsez.t clann is that theg

State of Caluorm.a derives econcmic benefits from the .10cal

’ efs}"ned 1n Cahfornu, spent in Cahform.n, and ..he corponciou ©

v payr. local and State "sid Federal taxes .~—'rl.¢ same stau.en: cu\

ptoducer., wiu uben they have to, throw away .the book and in .

o
PR :

one instance set a ptice 16% below their U. S. priw,

0 @

Now we get back £o services to the S..ai:e of ‘.al\fomu

d:.stnbutors of- domestic pipe tl;authey would Jose if they o \
50"811': foreign P-Pe. This is based on several ertoneoﬁs ;fésu-p-
calia '

fornia. .The commissions chat Fipe Sales Company mkewqte o '

tions '.:ha" only the conerissions on domest:xc pipe scay m

& o

be mad% for Union hpe” Company. Y




i i o AT T . o — - T T e T R L TR T pmentEe

The second is thn ..he oil field supply Industty de;

=
“e
J

2 pends on sear.le.xs Lubular goodc ror survival and if they don t{” T

st ge tln..., chey m.ll go Lo Lhe wa].lL Th;s is en:oneous. We

all-hidve appenued a 1ist of comPa"le-‘ who supply every r.hing feom
5| hoses to rigs, who have nﬂchmz to do with tubular goods. ' <
a : Finally, the a::gument assumes ‘that Jobs of techulocll I B .
and engineerm" pernonnel. will be lost if we buy: UP““" ‘1’19"' . L °Av 4
F e e .

DAoram, thig is n't true. ‘In the fit..L place THUMS makee Awery

o

lx.t:..le use of zechnical or- englneenng pet"onnel or anybody

10 ‘..ccondly, if they call upon d»s:ubur.ocs of :.mported pipe for <5 L.

G

1> zechnical services, the dlsuibutors “call to their aid the
S 12y -ndependen.. Cah forma compan ves which provide ehe finestc

S ..ecum.cal and engmeermg services to the Hhole CAlifornlc

12 ‘lndusv.ty. 7 o ' PR

S a ) -
= e

 ?15 T The whole ax:gument is based on erroneous ass\nptiouf
. 16| “To :unuianze, chere are G%o benef:.ts zo the ﬁtate of Caliform
" o]

5 3T} to buyiug domes"xc over buying mporl:ed and the State sdves
13 ':nulhons of dollat° w!u.ch go directly to Lhe l‘reasuty and are

15 mulinphed in jobs created far in excess of what domestic pro-
; . . ; = . .
- 20} ducers contnbu..e. ' =

21 o S You need proLectiou tgams-. excessue donestic pztces «

.and you are n.be only body who has any mterest for the people '

Bl o the ,..ac.e ot Ca&h.fomla in the ..a\n.ngs Lo be erfec;ed

o G(‘!l. I-“NCH- hay I ask & quesuon? Supposing - chi.s

22
i
28
S el g ui.ac-e l.and*' (.ouluss:.on Here simply to rescind “the l}:jtion o the
27
28
29

‘ 5 eaxllet body, w;u.h no 1njunct10n that they buy danestu:. vhat Sz

| ev:.dence do yoq have thac 'mw.s weuld ',hen not, on the basis of

i :S own eelf mteres.,, resorc to open competltive bi.dding’ Lo
_HR, KILPSTRICK: Because THIMAS has said to the. Ci.l:y |

= 5° o= Long Beach and ?o the SLate that it tecoumends buyimg dnes- =

31 eic, Ic sayu this is, ..he usual ‘policy °f 1"‘ “‘“"b'ts and good

[

A




.J;a . : : : . o

.oil ﬁeld practice among mscic producei:s and they uk :

[N

pemission to. do it. 0. - - ¥ .
-3 © _ GO‘GTFINCH But by ypur own testimony, Or naybe,f

the pri.or wuness's, they were po: in agree:unt wlgé; ic. It ’ G

‘was not a unanimous vote. Y =

o

MR, KILPATRICK: . It was not unanimous, but it vas 4.

majority. SRR T S

S GOV FINCH What was- tl\e vete"; ; Tl me e
~ MR, KILPATRICK.. 1 can ‘e tell you fot sure., 1 chink_
it was three to two.> IL is my underscanding thal.fHobil votéd

aga’mst u:; Let me msver you a bit futther..,. =L

o

HR, SMITH: - What aboul: che o £2 3 part:icipmu -

e

wlul:are thetr views? . R S L

.~ MR. KILPATRICK: “I can only say what mfus and the °
'C:I.l:y (uid - hal: their views are the views of the ujouty of ’

e
(o]

the pn'tic:.pants. = e

o™ Pu‘. SHITH; In cerms of theu' own self tnteresl:. the
: Z ,,»18 : Vpnor intness made a long case ahom.. ‘each of these cxies

T 19} havmg vast mterests abroad and I don't think ‘it wElk: cessn

&

/,/

an.ly £ollow that they w:l.l,l prejudl.ce their own intete&l:sf J

=

20

k%'l V abtond by necessarily purchnsi.ng domestic steel.

22 ’ MR. KILPA‘!RICK- Let me answet you thi.g vay: The

25 procedure che law sets up. ls tba: mulSvill uake this tecc---

: Alenda;ion, che ..u:y will dec:l.de and the State vill tell r.h!n ‘ )
~what to do, 'me Comnission has £orty-£i.ve days - to otdgt 5 ¥ /%

o

L e hearing to conszder a modification. lﬁlen this cepe up, nillls

Q

asked for: dmeicic—sup’plies and the City said, "Yes." I'em -

sute that letcez' u in your file from 1965. l do‘n't see

the vay you zeco-end they can.

o thi.sandt-ake no poutiqn. ‘mese people have no interen: ln

-

A

it



this, 1t is yout intexest in ptot:ecting ‘the people. ,
o HR. Shl’!ll- In our job oE ~proteeting ‘the people the
fS..ate Lands cpuluisa_on is ina sort of puadox.f: It is a State :

B L]

agency, ‘mor: a p::ivate businesa. As a 8cace agency. it hu the

G

=

S

© O, .6 O.h U B -

1Al 1on uorteetly. it does not apply»t.o any govermntal putchaat

12

A8 Lands Comission. Ue ate in the ptoduetion of oiI e <
p I
i

'ptoteccing che people on one side, vhe..het or.not 1t is put-
:hased in Caleornia or ~gbroad, thg Attorney "General sayc it does
’noc apply to THUMS. T-am speaking about ,Lhe State Lands Cou:i.s- ’

Y

) s:.on. so we do bave A sort of patadox.

10 . HR. FEOURNOY: £ 1 read the Actomgy cenenv- opi.n-

whl,ch“ 15 for resale - th.ch cover:'mllfis as well as t.he '-‘rute

[a}

<&

P HR. KILPM‘RICK' You ate correct. '!'he Iwoﬂudcm

e

Act doec nm. apply hel:eQ or co mms for two teasomi - is -

16 t:he Lands cOmmssion 1s = State body gndmm -is & privatc )

L a .
. - .

27 conttact.or. : , - " P

As I said the act is under heavy fire by ”bach

Republicans and Democrats=in he Legzslature. L "_,“ g
4} 7 - MR, FLDURNO‘I Hhac you are. saying nbout the resch-
' gion of this resolu;ion, on che best evidence we know what
&2 'mms wiu’do if e caﬁe tha: position. ‘ LT e e s
. nn. xn.mnuc:, Yes.. 5 - o0 :
4 S " MR. FLOURNOY: They could changé a a subuquent;otm.

W of course, 1t is concexvable, but: 1tv is noc concex.vable on the

=

¢vidence e have n.oday. . - e ce oo

MR. KILPA'IRICK- *’Procedural!.y. under tke llw this ia @'

<3

resPonsibiLicy to abide by State laws. We have the parador of . - .



& - Do °
S . ” o ' /\/ . .
1 | HR. ABBOTT Chauman. Chapqév 13¢ gives what wve °° 3 ” ;%
2} can ecénomxc control io the State I.anas C{ 1ssmn,- and this s 7% ., og *’j
3 hsﬁudled‘ hy 4he “*“nual plan., 'rbi.s matter under consideral:ion is, s L 3
7 QDQ in my o\ in‘wn, of such a nature tha b cguld be in Lhe plan --Q 7 H» ) , :
J ’ éa but :a. i¢ not. ',rhe City, requmzinp [.he/economc aspecto of 7 B
N 8§ the pmblem, nouh\ed the Si.ate Lands Ccunusion in 1965 that ‘ ,7739
7 1c proposed to go :lus wny,} by c..ucrsing the recmndanm of ? :
} ’ 3{ THUMS , and ii -asked, in eﬁfect,x Lor the views of ‘the Cmission, = ) » é
3 ) i 9“ The City accepted :_hose views, Ic dx.dn'tvhwe,, to, :beeluse ic. .. R ’ 41;;
- 20 was not in the | plan.’ ‘ P - . B R Vpé.% 3
’f - nq, , The, Cmission teserved Junsdxction when iL nade. chu ,y 3 A - ;; ’;
;«\ﬂ A2} firse resolution. It wanted 6 reviev the pol;cy ufter -chere : BT é
< A3 had been some expetlence, and’ shis is the ‘ciise Eor the review.’:;;' _ * 4
2 MR. FLOURNOY: My underscandi.ng of the’ telattonsinp i L k :.i
= hece is x:hac the resolution. accarding o mfomr.ion -hat we o . %
‘ C1sff got from ;.he n.Lomey General, as it was brOughl: up. the lut R r 3 . ,r J;
171 time,. falls '_n the nature oi an advisory yropounon, but ghe : " r 3 3
w& - 134 action 1.tself is che day :o day kind of action which is the : //: o j
’ - o 39“ tespons:.bxhty ©of che fleld operator. R 0’?"-7"’ By i:
s o 20 . - HMR. ABBOTT: 1 wouldn't say that -- not om I:hi.l par- . ‘
E - 2t tlcular itexs, because-of u:s vast economic efiects. R
| hed v MR FLOUELNOY : —Because of its econonic effects ic -
b ? L 23 ci.;gi;d be our. ptdbi&‘! - B i Ct T o ‘ g
F . 1\ = e % uu ABBO‘n" I have no doubt: :.t: cou’ld be in the plm, : B
25 “but’ it 13 not. - Not being i.n the “plan, the City 1s ftee °k0 ‘do
b 255}’,‘-1;;: they uish._‘jw“’"; e S
. 8 “WR. FLOURMCY: So ﬁpazeéer we decide, ‘the City can do
© : 2‘ what :hey Hanl; caudo? ) ‘ ’ b O

}'R ABBOTT: that u cortec.:; b\u: ¢ would ny Juc j:lie :
! CI:Ly has sough;~ ‘the advice- of the staff,” T o
- ; .- uu’amtcx- .Could T respecl:fully dusent ftcn the °
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position stated? I do not see how -- whea you are charged under . . - o 3

ey

the stawte wuh the duty of get:ting ..he maximun econom;c recove _ ° o
ery out of the _operation -s-the city could say, "COsting six o
miluoq is not patt of the plan and we ‘won't-tell anyone about _ S

it and ”go docad with 1|: the way we want." I I:now of no ﬁny thu A

Trcnuldbedc'ae. S e B ':aeo <L

: m' GG&PER‘IS- e, c“‘"“““‘: 9!,!1‘ next witness is Ht o

o st = : z0

. mt. FLOURNOY: Would you 1denti.fy yom'self T

PN

‘Kilpatrick? e A S - = :

L

v oot n MR, KILYATRICI(- Roberc J. Ih.lpatrick, representmg . T T e I
NN ] Pipe Sales (:ompany, a- Cahfornu cotporai:ion, vhich is_ the ulel e T ,,nj}

L .
* o5 Q

. & coupany for a_Japanese pgpducer.z = T e B

,C : 145_ . MR. FLOURNCY: Mr. liayes is our next witness. ' : S
© . - : & S S EL
15 7 MR HAYES: Mr. Chairman, my name iscA. S. llayes. My - -

16'% company, Unmn Pipe, Inc., is an @merican-based corporuion

R U "xeptesentmg che mterests o(r\\Sunitomo h‘él.al Industties. Ltd ot

18"@fJapan.:~}th§‘ R A ) Coe e T O ';

g = 9.

77 We of Um.on Pipe began our sales efforl:s \iith mms

before us incorporation on March 25 1965. *Underumdably. \lc

- were advised tha.. 1t was too eatly Iot officul purchning pcncy ;, e ﬂ;
covering pipe or any other comodztv,» - °- eihSe "

o - “ ) s 0 «

’.‘Houever, in April in'a sudden move, all ucasing lnd

g r.im-" handling domesuc pipe. Local supplieu ca:ryxng stocb
of imported pipe were overlooked. The actxon un mnnticipated ;
and “in the mterest of expeduncy and defmicely not polu:y,g .

‘it was expl.amed. g e A e S

R ve wete. c@_ng dent we: could eam ‘a position with 'l'lllB :
1!.' giv;ee the9 chance., Qut..e nacunuy, with che mst Iabulm , [P

le\\ K i

S druﬁng program in Cautomit lustory t:.ﬁking plu ",i.n our owm. ? - f» B

n - 20 -

W
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© batk yatd ve wanted to “':akeﬂpVar:. Weo believed r.here vas logzc = LS
. in our parnclpation. \(1) We were an cesr.abhahed Caufomia L R

dzstributor;f, {(2) we represented one of the most wodern seamless

API pipe mills *n the world; (3) our pnces were ‘very competi~ ,‘ E’_ ) FEE
‘ tive; and (%) our prod’uets had been acceptable to Americm 011 V ‘

companie:. including mdi.vidual mms members, for over ten e
years. . <o S .

‘rhen, in uud-sumen. the c}émate changed dtmncall-y.

Slde& were fomed and battle 1lnes drawn. 'mms' boaré of direc- - A °.
tors vot:ed three l:o two favori.ng the.use oE domes:ically pro- , - _ S o
duced pxpe. )Sutprismgly o us. the intemauonally-minded cn:y 7 ’ \
4! ,°f Long.Beach concutted with this decision, appatently overlook- ‘ - .

&’A, e .

casmg and .,ubmg in a Long aeach pipe yard and ignoring the e

ing California dxstnbuo.ors scormg high’ quahty APL Japanese

<3

’ distinct pnce advancage of these ptoduc..s- and evzdently dig~ I -
. J

Tegarding the Ltemendous expcr : -mpotc traffic generated by - L i e

-c_

Japanese ships in Long Beach Harbor, plns the opporcum..y o - e .. _ j @i,
X ex»end relanons wicth Cahfornz.a'*-fnmber one Zrading partner. f
; !

Reluctantly,:&u,t naperau_.vely, lkuon Pipe entere.cL/_

[/

tha.s ba:tle io ren.azn a position. Eigﬁteen months have now

o

4

’ elapsed since the f;rs'f*"pen cnmpec:.twe biddmg, and as a .

ma_]ox: pipe supplier for THUMS. dunng this period we uould like

jr.o describe our performance to the Com:.ssmn. Selling o ou oo ‘

" :,__

1 companies is not’ a one-shot perfom.ance of. order wnt:mg and-

o

' goodl;yg and°good luck. It: means gemnne, fo:thrighr. personal v N !

'// “‘r\

» i:\x:eléi;ieits in. the off:.ce and in ..he field; it means accurs:e Il\d R

- ) =
eificient atLen..ion to detail' 'lt means ﬁtegnty o:E deli.very .

mie

promxses' 1t means high quah.ty’of product- and it means service

4 before and aftet sale. IR B o R } R

#o

Our pe: sonal relacmns iuth Tiills have been n;ong the a

. very besi: we ha;e ever encounceted Cooperacion was complel:e. _
¢ ) . . . o]
2 RN ‘ :
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g

ot

o
Yol

mspectors, »he per..orators, and THUMS.

. mendou"

'pom.., 1 can speak only for my company

‘born into :he Caln.orm.a oil industry;

D; ‘“’

o

Our ac:ention to detail, or pééer work, was cited as5°outstand-

- ing by all parties concerned <= the plpe yard people the in-ﬂ,
'Especcors, ..he pe:fotators, and THUHS We havé" alwayc met dead-

l lines, ﬂ'l'he qualiiy oi our pipe has been canplimented by all ‘

x g

 ehese handling iz -- once again, the p).pe~yard people ‘the - \

Recently, mms held a

o

spec1a1 :mspecnon in. an effort to isolate flaws that mlght not -

be found in API procedural mspecta.ons. .:pecial equlpmen- was

used and'ra well knaun consultant was called in »o judge. The

Sumi tomo plpe was Judged as ourstfandi ng. T

»Rendermg ..erv;ce aftet sale A0 mws tas been mmu\al

because of the \perfomance of our p).pe and because of n.he tre- -

fi.re-company pool of engineenng a.aleni. m.thm ‘l'ﬂllls
uouevet. our "l:orage yard provﬂes emergency phone numbers and

manpower to accomodace on a Zk-hmu:-a-day bas:LS. We have ser-

v1ced cqscomnrs o€ mtdm.ght and on ueekends. On two occasians

[
e

~dur:mg the e10hl:een g.ont.hs. THUMS changed speclhcations aEcet

-delivety o:: product and subsequently asked us as_a favot to )

return’ "he -pipe ko our stock. ‘rhoug.. the - total money mvolved

was -in°excess o.. $50 000 e did return the pl.pe to our

1nventory .

Recem:ly, ..here have been pubhc:.r.y xeleaaes issued

'by the slde favoring exclusxve use “of. domesncally pronuced

pipe, empha“l.zing the importance of trouble-shootlng teams in

servicing pipe for THUHS The’ Jnfexence seems to be that this
On this

T wag o

side has an exclu 1ve on the "alem: in this deparmenc.
-~ Um.on Pxpe.

my educat;on and prac-

: t:cal expenence wete aimed in: r.hac oirectmn. .and I once held

a posit:.on as nn.ll reptesentatwe xor an eastern mill in Hhich

ny only dutus vere p:.pe .mspec@n ’and handling conplamts.

= B =
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1fl In other Hords, I was paxd to baa p:.pe troubleshooter. L “\ N e T
2l ' In our e:.ghteen mont:hs works ng with THUMS, 5 WK & haye . Q’:
3 never once been called upon for pipe troubleshooting Services. ) < o
4} However, should »*he occasmn demand iz, our cnmpany would enhs..- R A :; : :
Bfl the specialized talents o; :.ndependenc :mspectots, ;estxng . : \‘ “
e laborayones or even censultmg petroleun engmeers to setvu:e ’ -
7# and satisfy Lhe cu.;co:wngr. ;1 have doue a.hls in the past -- z - i f"0
&l alchough, as I $aid before, it is hardly necéssar;y with ‘ ;
9 talen»-laden,orgam.zat'on such as TH!HS ? 4” ‘;—\» k
20 ° . It has been mencmned ffom time -to time l:ha. the RS v
11 pricre differencial be-ween dmesucally pzcduced pipe ;nd ims . et
2zl ported pipe has not been as grea«_ as an-lclpat:ed that 1* was . o ’ “ . :
i = ,only 9%, or‘a: later figure of approxl.mately 13%%. This is a o .Q )
244 erue s.Omposa,te for all unpcrted pipe bui noi: true Eor the two - o SRS
15 Califo“rﬁ;a d:. tnbucors for: Japanese p1pe. Genetally cpeald.ng. 7 T o =
1\?1;: on the- la;g6 t:cmuage u.ems » Lhe dkfferen-uxl has been 152'11- - s 2
;17‘.. ‘.I;ough becsuse of the recent: pnce rise of dcmesnc p1pe, the S . L
34 currenz differential 45 16 or =ven 17%, = se . |
19 B B would- hke '..c poiut OUL at chis’ time that Lhroughom: ..
,720‘ Lhe lu-n-onzh perz_od of open compeu rive I;xoddmg. suppliers of T s o B
ey domesuc pipe have been dlsqualifled for' not, submictmg urm : ; e o
~&2 prices: .However, we have’ remamed frm., o : Lot o h
a B would like to make one point: Until this ;ear our* s - .,(
24} will, Sumitomo He%:"aiéz Eguﬁi not produce welded pipe;ilr) dia- - h ®
: metgx;s_'abov,e Lt ing:heé; and, égnseqﬁehtly. we.fo:rfefteg‘a“lazgé a " ‘ i
share of the pibeline mdrkef ~~Hm;ever, this year our diau.e(:er , . .
will ‘be imcreased te~ 4o mche" by a new mill. That new m111 is . i
_being manufaqtured nowﬁm Totrance. California. o T . B gef
Sunm:ano hen.als 1; a great modem s..eei-prqducing e

i ucil:.ty, func..mnma in a gteat democratic govetnn-eqt. The .

shlps of Jupan are da*.ly visltors to the greau !'hrt: of Longu

] = N

=

LN
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'allow:n.ng us, Lo reveal its contents at thls meeting. ' L

projeci:.

- -of the Buy fmerican Act. . - - . e

’
l,/

o -

Beaen. And Cahforn;a is 1ts nurber sone tradmp partner. )

'rha‘. is our package. He thark the Coun:ission for

I T

e & FLOURNOY: Any questmns? (No response)

‘HR. GOMPERTS: H Mr. Cbazrn’ian, our mex: witness is.

mr. Hayden.- o o

) HR. waIRNOY J:.‘e are: running:a lictle long on this, =

.,or f you ‘can expediie it we u111 be much obhged )
' MR, H.I.YDI:N' Iir Chalrman, in vz/ew of the time prob-
lem I w;.ll try to make my presentation as' brief as pos s‘lble. o
I am Davxd i. llayden of the law firm ot .Grahqn James
& Rolph in Los Angeles. On behalf of the California Counci.i ;

* for Im.ernauonal Trade, 1 wish to submii the following ‘state-

menL concerning he pz.ocurement procedurea of_the THUHS Long

Beech Compan)[ for purclmse of o0il well casmg and . tubing.

- w o . : . %; - -
The Council has z keen interest in the procedures to be used

in thefl'llims pfhjeet and dithes =0 respectfuuy draw the atten-»

o

- tion o;. +he State Lands leussion to the follmung facts- . j 7

(1) “fhe Buy 4Auérican Act does not apply to tbe THlHS =

- Proponents of restr:lcuve b1dd1ng often advance ‘the

Buy-Amencan Act ac a ground for ' a policy uhxch uould resirict g\%’

b:.dchng on tubulac goods to dcmestic producers. Ic ;Ls cleer ‘
that the Buy Ameucan Act by 1ts terms does ‘not apply to e -

Go.rernment or ;ts agenc;es. 'mms Long - Beach Company is a.

‘private campany and is therefore exefipt frorn the express emS o

(2) The statute creatmg ihe mms projem: expresses ’
— R

< P

S pelu:y of- econnmy. . /»— e

In deLermming the pollcy of the State uwalifornh ‘

= . 4
4
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% o 1) '1!; is necessary to. look ro that °tacute which crea..ed the 'mms o
o o 2y Pl’ﬁleﬁt- That gtatuce makes no mention of a restnctz.ve pro-t T
Rather, ic proudes & P°11¢y that the 0ily . ¢

S = IS

2

3l cw 'emenc policy:
4 ga.. and other hydrtya;bons of the Long Beach cic‘elanda should iy
6

: H bef developed for thé bene;u: and prof £ of ‘Che Si:a:e of Cali- . .
off foznia. ’n‘ur-l'ern.ore, theo tar.ute nnposed upon_the, Coma.ssiou 7 \ ;
. 7 .the :.espon*xbilzj:y and, indeed, the dui.y to look at the planssy s | o
? o8 fubm tted By ‘I'BUnS I,lnd the City of Long Beacl’>’to accanplish the .« 7 ¢
A s ' 8 moat beneficial?and ecghomic devempment -and exploxrauon of s » ¢
’ / /// /,J 10 o8 demnd oils for the benefit of. “he people of c:;l.,txornla. ° ; ERN
. [ \/’ .;O 11 B} /} ‘-‘ecc.Lon b(b) of ..he statute provides: . ~ 2 3 s
"a ?) R ¢ "Aa.ter the hearing, the Commission may order 0 ° .
¥ , 27 modification of the plan in any cespect if it =~
I o LFinds” chat such modification is, ;ecessary to . .
-, promote good oil field practice, Lo prevent ' SER e
12 //\\ wacste of oxl or gas, to promote the maximum . L oot B 5 :
T R v = A A R
X :i <Y, 1wl . . K oo | " \ : . “‘ o,
. : 1{; R Thé sta..ute emn.sages a feview by the ﬁtate Lands CM-‘ JD i ’ 0w
L . 1s W d‘\m.ssum of, che pmposed pla% of THUMS avd imposes Mpon ghe Com- A o
R 29 \er'swn the re"ponsszlltj tc‘; xeview ihe plan for the greatest‘ - s "o ) 4
3 /‘ o 20 economic recovery of oil and Bas. This review is intended to ' . Q i
ol i}l insure the developmem. of the- s.xdelanda' hydrocaiban§ in a lun- e 2T ;g
i“ L ° % "g; ner cqns::scenLﬂ\]um.h the . :mterests of the’ people 6f fxﬂ "’Late ofﬂé ) ':’C,A ’
- 25 E%?La}zgg\fr:i lsaé;ed on the sLat:ute, thé COumisszon in 1965 :ioo O
o o “’?»"—ifz " a\.opt:éﬁ a pohcy ﬁ)f Txree Zand compec:.czve bio?ﬂa.nog for the THUMS %f@%o’ -
L ?D . ;-hés '??JQCI:. . . e . : -8 SRS r
Y y " aglt , L"he ata{jf of the Ccmussion have detemned that :.hexe p ®
:,OO h e 27 have been sa\{:l:/ngs of 12 c;z through Jum.- of 1967 &8 agrcault of “w ;
e T 23 l( the free and coupeticive b;.dd ing u_procedure.. adop-ed by the Cus-“ " : ;
i o0 fzfgf " mission’ in 1“65 Qthojecting this through 1969 the staif préa i
e . 3(; 'dicts $3 mﬂllon would be saved if ..he presem. policy of opon “
o e 81 hzddmg is cor\tmued—= . ©t ) .°_ .
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it is CIT} that centinuation of the present .bidding
® imlicy would resultiin the most economic »recovery of oil and
ga' ft;am the PJ.de]..ano:!s. He believe it is the responsib:.hty A
T,—o[ the COnm.sswn to exerc1se ics clear statutory authoritye to‘
accomplish th:.. purpose. =

" In accordance with Section 5(b) of the statuce; e

wish to call to rhe acienzion of the Commission a letter of

Occoter 10, 19¢G. THWS pointed out chat: imported pipe has

-]

“ﬁ ed tubular goods, although they mdica-‘:ss:d chat thete was Anot\"'

& o

delay so fa1 bui they feared delay might occur in the ;uuure,
so they suggesced that fui.ure purchases be made from the dcmes-

uic f‘a‘liforma =u’pp11ers. ’mUMS dxd noc. expzess any dxssat;s-

FacLlon with impor:zed pipe or Lecounend that bidding be re-

stm.cx.ed co domerl:‘_c plpe.‘ e unde.stand that TIﬁNS&da.d récom-

mend this r es tncuon _to the CLty of Long Beach., e have been

pgable o aetenume che reasons for this change in their posi-

thon since last yearr.:” , ) ’ » ©
In view of the performance, economy and efficiency

m‘.th wl'xich foreign mwills have supplied pige to the THIMS pro-

Jec._, che proponént:*‘ ol restri. cl:m.ve bidding have discarded ﬁ

" cheir argument., concerning the quah:.y and cost of p:.pe.
They now seek to frame the ax:gumen..‘ in “:erms of protectlonlst

/aﬁ oppo.,ed to free ._rsde pol...cy. 'l‘hey have coiceded that -he
Ne?

quai!.1 ty and performance of 1mpox:i.ed products has been equal to

\\)
=

or supenor to tha: of dou\esbcally produced geods. o

(3) Importat;on of pipe would no: be harm;ul to the

o~

United Sratec.,

= o ~ :

- Y The positiéi of the United Tiates Governmem: is that
A - -
- 23 -

THIMS Long Beach Cowpany to the State Lands Divigion dated
=¥

been satisfactory. Im the letter THWIS expressed some concern
= . S

" ‘ahouc rhe delay whxchmigh:c be occasioned by the use ¢f inport-

2
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2 procuremeni procedure for pipe should be determined on” thie .
2|  basis of comercial considerations. Furthermore, the welfare - SR
N - R P < a L > - e . £ . . . S <
3] of the Uniced-Siates, and especially of California, is dJirectly -
: 4 o . \ . : .~ R o, ) .
=& Gdependen: on foreign cvage. California business depends e
o L2 . B
o \Q . directly .on crading with our foreign-cus : omers. g P 5
. \“__/v ‘3‘ ".‘ . I\L\/ © . )
.6 fter believe “he inceresc of =he people of all of the _
ol L _ o . % - o
) 7 State of California exceeds cha: of any industry. As we = Lo ]
- o - ° = S
- 8 pointed out, California indus:iry depends on markeis abroad to ° » ]
9ll develop California produc:zs. 1I: is our understanding that the S
10 Por‘\“\Dif:ectorfof the Port of San Franclisco points out: ' ' 5
- a [a3
¢ z i . - . . ° . -
n & »peide from the poteni:al gaving in public ® . . ‘ -3
. ¢ Funds, we feel che Commission ig waking a : S
12 ) °  meaningZul gesture ‘o couniries abroad whose °
T % e purchases of California exports add substan- o ® ‘
N 135 - ’ tially to ‘this Stai:e's manufacturing, agri- ,’,/ .
. cul-uic, "and maritime economies.” 4 i o ¢
0 pL-214 e C 4 o AN , :
sl ' Also, in a letter from Sunkisi Growers, there is f\\ o
o ] - o N - ) - . ] A
e -the follow: o ion: o : : \\\—/ ’
16 the follo E\g conclusion: ) R . Nl !
1 .. 'Ve are nol experts in-the percentage of im- ) -
= L 4 I8 - ~porting of pipe, steel, and so forth; buc we " ° -
18 © % " feel strongly that the California exportation - : -
2 : of cizrus ‘fruic and, undoubtedly, wanufactured o
= 1l productz of others, is far wore. Therefore,
> * we'wéuld urge che Commission vo include foreign o
20!l - suppliers, ac well.as domestic suppliers, in g . =
“ - chie purchases of the Wilmington rield.” oo N i
P - @ - 8] P
B z 3
2 I uould also like to put inte the record a statement
@ @
17 -y Qe .. . e ) S
» 22 of Kr. A. Setrab:zan of the Raisin Cowmittee. “The statement =
_—::,—/_;f\\ = == - : o ’
<l . o
0 25 conclutles P ‘ . 5
. 2 - ‘ - s ) o 2 . -
) 2¢ %I would remind you :hac Califormia- agriculcure ’ o T
*05 . does not ‘have any monopoly in any market of the : .
: world, either in assoriment or volume or im ; ) S
2all ° qualizy. We cherefore urgeé you co use all your ‘ e °
! persuasiveness io see thar the Stace Lands Com- » < &
"0 g 1icsion allowe free bidding on pipe and tubular o . g
. roduccs. Ve wan: o0 see two-way trade expanded .
N p .. end @5 e y E B \ .
28l o no: resivic v.ed.; 5 o \ j
B o S . ; . i o . . .Q N v . ° o
* gl Cthei.statemenic nave beén given o the Cormission of & £imi-- ;
= 5 e . .- © e - ‘ oo .
30 lar -nacure, . R : , ¢ o
; [aRE : E : . oo T i 7
sl "7 4nd le: the record show, gentlemen, that this ~ . S S
BE . - - s & - o , s
~ o - . ‘ - o "
2 o e - o o :
) ’ CoEn = < : R
=, © - o \
. - 2 - . 5
@ - S °
u o
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overseas commerce benefu.s other industriec as wzll as Cali-
&

z.o:ni.a 8 agriculvure. May we poin: ou- chat expo; ts account o
for approxmately 10% of the total ales of oae of Lhe S..ate s
\naJot compam.es, Kaiser Sz.eel. ‘Kaiser owns 4G, of l:he Hmerely

Hine in.western Australia; almost all of 'i‘s ~abmd§nf iron ore{) Cl

is bemg“bourrh.t by Japan. Kaiser :‘.‘reel ‘currently sells Japan

an annue.l “vetage ot §10 miliion in iron ore end $24 m,.llion = .

in iron pellez.- . All of this is” ?.h:.pped through Californis &”LJ”

poris. , : p ' goo e

o a o & &=

- ) sos . : L < . <
. Can. anyone in good conscience zeriously -argue -

ageins: the advaniages to\us as well as o our oyerseas trad-
: » ; .

' ing partners of open, competiyive internacional busme EE?
Ceriathly no: those who benefit from: wo-way trade.
In closing, gen:lewen, I would Iike -to poini out

<]

t’ff.;lt ::he responsibility'—of the State of California an@:l the

i

State Lands Comr-* csion is o oevegou, the tldelands in Long

“Beach zor ronsonan,. with: *l.e benef:.; of the people of ‘the £ ate of
. California. I it not the Lesponm.bx,hcy of the State Lands “
CG!‘-BIZ'LS_“SZSL»OD -or vhe City of-Long Beach or THMS l:o nake deci-

¢}
sions af'feci:ih" our irade policies. 1It is especlauy unpor"ant

thet this Commission . nos make a decismn to jeopardize- our
position abroad, ¢ “ The resnons:.bzlz.t:y of rhe “‘ate Lands Com-
micdion it to develop the muus projec: in ”he mosc econar:.c R

P

and beneficial manner, whxrh can be accomphehed by free, ¢

coupetiiive. bidding. : - 3

M

7 SR, HORTIG:‘« kr. Chairuan, wigh: I request, for the - | e
beneifit of ‘the reporier, it would be helmul if fi;éui:e Wit~ Lo
nesses would be vequesied to =mmuze their. statgm&nts as - Cp '
“nuch es posgible, in 1ieu of speedy reading? :

1R, ;?IDURMY: “_lvh:; Pcerrich is you; nexi witness,

also representing foreign crade.

<
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v MR, PSRRISH: “Gentlermen, my name is Albert Perrish,
Chaxman of the Board of Forelgn Trade A..soclanon of Southern
Cahwrma, and a director oi the West Coast Metal Importers
A.-socz.a..mn, boih of wh:.ch organizations .1 represenc coday

, In Busines§ 11 Ee, I-am che President of Wincer, Holft ’
and Co., Inc., a steel Jobbmg firm in souche:'n California,
uhich hapdles‘pnmarlly imporced steel, but also domestic stéel.
- Cuyr ﬁ.m ,aiso- liandles ;:ubuiar producis ”'om Heat Cermany and
Japan, and although we do no: suppiy casing -- which is the

| issue today -~ we would be in a pos:.t:.on to bid on it in‘the v
fuz.ure -and 4t is .’concelvable we could be a supplier at a future

|_date. The poin: is our eperation is typical and could be typi-

cal of thg steel Jmporter;%t‘z\f.t are existing and operatipg in
our area, and :i:‘l*geir place in the economy of fﬁoutherh California.
We employ 35 Southern Californians, all of whom-are
Aﬁlerican citizens and pay taxes in southerm California, in
éxac’cly the same way as the o0il field_equipn{em:' ::upply houses
do. We operate ihe same ay fhey do; we pa;taxes; anc‘lr- carxy

stocks on hand -- and .all the money we has}g, we feel, goes intt;

= a

the Dec’oqwxy of Southern California.
| © The differencé in our "’operétions is thacr most of our
mdterial comes from abrt:aad whereas all oi che.irsrcom_es Erom.
var‘.ous other nax}ts of the Uniced States.
It has (been stated in the newspapers and there have
€en many argunem.. Lhat the imported itubing used on the THIHS
h p}.o_]ect pur.s many Amencans» out of work. They also state it
- takes money out oJ. "circulation and sends it abtoad They give
the impression: that we who\\andle 1mported steel are a thfesent
clasc of Cltlden -,lxan ..hose whcj handle domesuc/steel. 'l‘he! ’

teel_n: is *_ncunbent upon them to Ieg:.sla;e against us, as -

though we were not a part of the Souichern California economy.

- 26 -
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, . I ‘should like to make it very clear that as a result
of *he material we handle -= and let's assume it!s.APT c381ng -

as much or iore of our money goes into Southern California ae

thelts, using 2s an exanple a thousand tons of tubular goods

° s

coming Lrom abroad. 1If it comes, it must come in a vessel.

For each thouoand cons of steel Lhat hits the dock, approximately

92 000 is paid o the Harbor Depa‘Lment Ffor uharfage and dockage

fées. Another $7,050 is paid ko longst. remen and scevedores for

remov*ng the steel on to the dock. We feel these longsﬁbtemen

{, .
Y .
are part of zhe econ tomy, juc< as much as the oil employees are.

From the doqy, the waterial is woved to a place of storage, and

another Tour or $5,000 goes to the brokers and transportation

people and is circulated ino the Southern California economy.

The above figures do noc include the 207:0 $30,000

thai poes into the U. S. Treasury as duty, but parc of it goes

to support the people who serve as customs brokers and other

people in thic activity. All these moneys
economy of Southern California. .
~In addition to that, is the profit that goes o the

local agent or broker. The local broker of domestic steel makes -

a $§15 per ton profi: on the steel he sells. " The balance af it

returns to the ,Leel m111 or producer of the pipe. I~ tmeyagent
or Jobber for the mill abroad makes half as much gross proiit,

the total dollars per ton g0 to the- Iocal-economy lnd would seill

> - be greazer than :hat-produced by the purchase of d:mest1c pipe._

The reszdue goes to che m111 .abroad, vhereas the 1e51due from

the domestic pipe goes back to Ohio, Pennsylvanxa, or some othet e

state,’ because none of it is produced in California.,
% <
<

If it goes to Japan, Lhﬂ: money - 15 uced in ‘he over-all

balance of rade to purchase plane=~ agrlculgural products and

'equipnent,.as stated earlier. The same would apply if it went

[ o - 27 -
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1ar§ per year. Wirch the Governor's campaign: at the 1,esgnL~Loj e

out: 1In 1959 the City of Los Angeles Deparﬁnéntgof Water and

escalator clauses in thie event of labor or macer1a1 increased

Vgenerators- and, 1n spite of 1nc1eased Yabor cosL, labor” and

petition from abroad, they would have been s&cure 1n the1r hlgh-

back: to tho, Penngylvanxa or any other Awmerican state- ‘but che
bigZlifference it that the Caxpayers of California would be sav-‘
ing approximarely’ a million dollars. we don't believe the c1tis
zens of’Callxornla chould subsidize SCeel mxlls & thousand miles
or wore away. ¢ has bee; eutlnaced on “he tonnage to be used
ih four years, rhese -savings ‘would approximate one nxllxon dol-
N
reduce the budge: and secure as manry écogomies as possible, we
canno: see the consisiency in:pdying a milliép dollars a year to
go back east. -We think the policy shkould be io secure these )
economies. ’ \ »

There are two notable examples I should like to point

Power issued a tender for iwo electric generators. Three Ameri-

can firms Bid on thece generators and each bid was approximately

$15% million. The prices were not fixed, buL were subject to

| costs. A Swiss ifm,bld $9, 260 000. The sav1ngs to Los éngeles e

was approxlmately $6 m11110n.on this one issue. alcne.'

Then two years later the same tender wa° lssued on two

materlal coat they were able to ;educe their bid to $10, 2»9 000 °
viereas the'gw1sv‘£1rm bid SUL;OG 000. The fhc;or chat is mosl oy
important in :his case -- “he threat of cOmOéLILlon reduced the
American mapufacturers -price »ome 30%, whereas w1uhou thi s‘com-

er prices. )
V A csecond example refers to the City of Pasadeua; In. s
1“62 they issued a tender for a craﬁénission cable. Four fith'f o

b1d in varlous _parts of the. Unlted States and)yec every one was

exactly the same unit prlce, deaplte the dlfference in freightc,
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ducers used Lhe argument ac thac time

: g
would be unhappy if the City accepted

been readingcﬁn the California newspapers a nuﬁbet‘bf charges
° R

= R ! p

V)

&nd co forth. A Japanese firm bid 11.2% below then. The’ city' "

fathers of Pasadena had an~open hearing and the domesLxc pro-
tha; our boys in Korea
Lhe bid on the foreign

producc; but they did save tﬁaL-qpney and have been doing it

“ever since. s -

R}

Thecefore, it is our contention it is mot only the

dollar saving that-is.impotE;;;/on the individual bid, but it is
7 .

the ability co keep American firms, parciculariy ghdse where _the .

suppliers are limited andcfhetprices are_posted, in line. I am

not suggesting coliusion -- I don't believe it exists; it way
have yéars ago -- but it seems to be thﬁt where - the prices are

posted, they keep them there. However, if there is cowpetition

£rom.sbroad, if there is an outside ‘biddexr thac doesn't repeat
publtahed prices, thete/xs a-tendency for them at a}l.txmes to
take a Second look. o ’ 3

_ Thank you very much. ' : “A

MR, FLOURNOY: Mr. Stict is your last witness, and

then we will move to the other side of the_argument.

MR. STITT: Mr. Chairman and Commissiomers, I realize

you are becoming. impatient at the zime that has been spent here.
1 have prov1ded lir. Hortig ulth cop1es of my complete sta,ement,

eLefore I am going to hold my time down to three minutes, I

0

am a lawyer, though and chree minuces uaually means five. _

My name:;s Nelson St t. I am a carpetbagger because

1 am the Director of the U.S.-Japan Trade Council in Washington,

D.C. Ioam.here to represent the total trade interest of Japan.

ﬂyou know, the'pipe,sﬁhpliers in the case of this

Loﬁcheaéh projéct have been predbminancly Japanese.

As

1 have

about Japan. I had much in my statement and I don't want to

Y
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duplicate previous cestimony, but I would like fo deal with a
few subjects which ve have-read in the pres;,~that'1 chiﬁk are
- tocally unfounded, and I am hopeful that 1 mhy disabuse you oi-
some of the norions you may have gotren from‘readi:g your dai}}
EWupapErs. e . e
The one -thing that has conSLdeLably bothered me has
been the °uggest-on that these<fore1"n steel imports, 1nc1udlng
casings, are subsidized abroad;¥in other words, the lower grices
have been océﬁsioned by subsidies from foreign gé@ernments. I
don't know anjtp ng about the European situation,>but I do‘know
about Japan. Eﬁ the middle of last monil I was back in Tokyo,
" and I took thiz up with both- che hxghest oft;c;als of the govern- -
menL‘and-leaders of the steel industry. 1 was unequ;vocally as-'ﬁ
”ﬁured there is no sUbsiéiz;ng of :he steel industry in Japan.
”(ﬁTﬁe steel industry. in Japan \runs ;ts own business and it is Qotv

run by gowernmenc. s

Then che question agises: How is it Japan can under-

. bid on seamless tubipgtfor‘:Qésilocqﬁi?n?-- and chey~do, 157%.
Vety/brigfly, the reasons arebchese: First, the Japanese‘ﬁills

- are lacated on deep waler locations, where they can bring in
cheir coking coal, whiéh comes from Virgina. They bring it {n
irom the United States most economica11V»”iTﬁéir iron ore comes

in in blg,hundred thousand/;on vessels and- they can unload eco-

o

 nomically. Eur:hermore when the steel process goes om, again

2
they are in deep water, so they can load it rlgpt,ln an ocean ¢

1]

; vessel -to Long Beacﬁg
- ,'I‘herefore., ,I 5ay tE first reason that t:ﬁe Japanese -
can underbid the Aﬁerlcans is that they are very efficiently

located geographlcally. = :
\>Secondly, their wages are lower,;as we a11 know. e

7 The third reason - - Japan has.been very q k to pick

Q . /
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American steel management.

‘lieve in a high level of profit on_steel.

Peparimeni .of Interior.

(welded'steel pipe, liot rolled sheets,

<]

up the newer technology in steel production in furnaces. 63%
of the steel in Japan is produced in Lhe oxygen furnace; in the

Unlted.StaLes, 25%. The oxygen fumnace caq?gpr Ej~»*¢h—9§//

n - Ic R
b o N hgd V28 [
steel eight to ten dollars a.ton. The uomggtlc producers, I am-

sure, -would verify chis.

Second, or fourth, whaLever it is - 1 1T am makxng this

up as 1 go along now - - the Japavese steel masivement 1is will-

ing. to accepi a lower level of profit on dollar siles than is

Now, I make no accusations against

the American steel industry, except chis one/;;/chat they do. be-

7 Finally -< and most important, I/think, is the cosit:

of the freighit. As we all know, this-se¢amless casing is made in

Lhe easts The most econ0m1c way  of ge;txng it to Long Beach,

perhaps, would be irom Plttsburgh by way of Baltimore, loaded on

an. intercoastal vessel arournd Panama, and toLong Beach. From

= = 4

is frem the docks at Yokohama, or wherever it is,

Japan, it
'étraighL to Califofgia. There 1¢va saving here that could be
fifteen or twenty dollars a ton JUSL getting it to Long Beach.
So my point is -- naturally, the Japanese can underbxd the

fmericans. 5 _ :

”//K;other accusatcion which youvhave read in the paﬁer»- -

45 an attorney, I have tep:eséntéd the Japanese s;eél industry -

Vin a number of dumping cases which have been brought before the

I can think of cases on steel wire rods,
cold r911g§=sheets, steel
w1re strands, Each case investigated by experts in the U. S.
Depattmen; of the Tteasury Z- and they are expertSJ they are ’
voc dunmies -- ;fte' careful 1nvest1gation none -of these com-
plaints have been found to exist.

Dumping, 1 might,say, arnat

seIling'in;the u. Sﬁ?at a lower price than U. S. products;. it 1

-.31f , :
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tUnion. 1In fac;, you export and import rore than most of the

s

3

1s selling in the Un1 ed Statee ac 2 lower price~ tban at homeg
and they sell at Lbe same price at home or even “a lower price
than they ‘sell abroad B
Uith regard to the great talk of Lhe increase of steel
imports and how ic iz going to ruin our domestic sceelflndustry,:

frankly 1 have been in the steel industry a nunber of years and

I don't believe this. I think the U. §. steel industry, after

about fifteen yesrs of sleeping, is now in the yfﬁhess of invest-

ing over two billion dollars a:year ir new, modernlzed equipmenL
Thys goes all the .way from benefication plants, improved hxgh
czpacity blast furnaces, basic oxygen furnaces (which they are

now continuing .o adopt) and continuous castings. My feeling

is imports are not their problem and I\'ylnk many steel econo-

G

misis agree witl. me.

o  Yuture years are going io See a diminution of sceel
imports in :he United Sc:atec because finally U. S. steel industry
=8 becomln" aware of the fact- that chey have to become efficient.

IHq* - becauue of competition frem abroad.

AN ~

So why should the great Scate of Californla ?rotect

Jthem? Pratection is the worst wvay in the world of waking the
Y]

‘U. &. steel industry efficient. Let's. expose them to worth§:X¢T:/

competitioﬁ. Let chem get their prices down. They are gettxng

their costs, doun -- why shouldn't their prices come down? 1

say they wall : N

/All right. I said 1'd take three winutes; I don't
know what I have done. Let me juét close. California is the
number one trading state in this nation. Kow,- you folks ought

(/
to be proud of this our here. You aré the number one ‘crading

‘state. You export and import more than any other state in the

Y

common market councries taken singly. Where does your future

-*32 -
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lie? Does your future lie in.improving your export trade and
import trade? 1 am just guersing that protectionié&. if .adopted
by this Conmission in this particular instance - ~ and I am

representing ,he U.S.-Japan Trade Council and 1 speak intimately

for vhe people of Japan - ~ is poing to be resented by the people

.of Japan. They buy your 1ice‘ they buy your airplanes; they

buy your mach’nery They te competitors and oW you are not

going to buy their steel. I\;\n ¢ say, cbv1ously, if_you make

. . Ny
a decision-adverse o our interest the traﬁe is going to stop

beiween California and Japan; but you are bu11ding a core of

bad feeling which, in the long rumn, is going to wdrkﬁégainsc

not only the interest 3f California bu: che navional incerest
o A\ >
3\

oF the whole Unired Stateg.™, - "
So let me re;pectfully urge you geritlemen tfo continue
;; & B .

the open procurement policy and lec competition take place.

£ - GOV, FINCH: I am glad everyhody didn't say they would
take three minutes. ) ' N ’

o MR, FLOURNO?: Wle will now proceed to the other side,

o

with lMr. DMdchard Bergen, attorney for am informal group of ¥
domestic steel producers and suppliers. e

/
MR. BEIGEN//}Mr Chairman, we won'rC insist precisely

on e&ual time; but in all due honesty, tc.make our case 1 would
estimate it would take forty-five minutes. I will do the best
i can. 1 haCE been hacking away Lhe besc I could

MR. FLOU§NOY: Why don't we txy to give you Eorty
minuces npow and thén we will adjourn-until two and let each side
have ten ginuces to sum up. I-thiak this is the only way we can
give you asbala&aed presentacion. is rhere anybody that i;
undu1y4incomven}eﬁced by that? (Ho response) Then thai will
Eé the proceduéé. ‘ k

, Can we pet in here at two o'clock?

0
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¥R. HORTIG: Vie hope. o -
GOV: FINCH: 1If not, we will do it in the corridor.

AR. FLOURMOY: Proceed. < ‘ .

MR, B’QGEN' My name is.Richard C. Bergen, and I am,,

T T b’
> s
a pattner in the flrm of 0'Melyeny. & Yiyers, » c}s Angeles. We
represent che California 0il Field Suppliers pssoclation, whose

members supply United=States manufac tured tubﬁlar geods to Cali"~

~

fornia oil fields.: Ve will emphes»ze in our presentation whaL

/: e gz

we' regard as the swo real® 1ssues -~ rniamely, the’ economic effecc

.upon rhe peogle of Lhe S-ate of Califﬁfﬁ’azof buying domestic

BT

vs, Tforeign “tubular goods for Lhe Ipngzzﬁach Unit operations'

'/aﬁﬁ;TE%condly, and possibly more ﬁmportant, the 1egal maaa- =

ger1a1 and govetuuantal prxnc1p1es whlch should be applied by

you to ths situation.

Y -
= i

Although' che dthers have talked to you at:length, about

vworld traoc verfué‘domescic trade, we do not believe this is.the
proper forum to decide the relaC1ve werits of these contentions.
ExLen51ve hearings have been and even,now are bexng and,wlll be
conducted in Uashlngcon on this. You haven;§~the powg: to make

Q ) :
a declslon aﬁo)certalnly this ig no: the proper forum to take

the matter up.

o

“This calendar 1cem can be and shuuld be disposed of

on anothrt”ground —-— nameiy, the lorg run economics ;nvolved

and the,legal, managerlal and policy cunsxderc“ions lnherent’

hereln.' Rccordingly, except for" brief pxesentaxxon at _hF

&

o

: end/bﬁfour dlscu551on, we will not tread this emoc1onally

upon :he people of the S*ace ‘Bf Californxa and’ Lhe Lon Beach

it

" charged controversy as a real issue in thig proceedlng.ﬁ RN

/The girs

such 1°Sue is . che aggreoace economic ofcec:

o3

\Dperatlon" of Lhe dec1sxon ro be- -made by you. You have befbt,

vou in the rncOtd 3 repoxt nade by an oufstand1ngxf1rm, indisl

”(
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£ the resolurlans in ques:jon°have resulted in an

[

acing t

gapparénL saving of 12.€2% in comparlson to grlces quoted for*
‘U.ZS. tubular goods.

The report says no con51derat10n was given

£o propertJ taxes, “domestic employment, and the many other non-

i

pr1ce faccors and serv;ces borne and Lurqluhed by domes=ic pro-
\\ o
All econom:sLs agrhe that non-price fac-

' ducers and suppliers.

tors have iwmporian: and economlc value and must be weighed

S5&vi.

against apparenc nge predicaced on a pure price differential

U3 do no: quarrel with the report as far as it goes. . ‘

a4

we say i does noi go far enough.  Ale have had prepared, and

wall submic to;you,na';epoft of an equaily ourstanding Eirm.

nrs
'b

Ul 2n all ‘!

these:

are put’on the scale, nor puc on‘a pure

a

pr*ce diff erentlal there ace no sav1ngf\au dll

This LepcrL was prepa*ed“under the sune1v151on of

Dr. Jobhn Van de Ua;ez a “anagemen; consultanL and. economnist

now of U.C.L.A,, who w111 he our neXL w1rness. “He will point

out l the non—prhce service$ of domest1c sceel suppl;ers are_

£ ni value, con°1dored pure;y on hbp basis of economlc;w\

5

’Z

i’
cone¢dera 5\n 20 S0 nterbdlance pure

[}

= - BN .
2 Pricr to Dr. Van de Water's presentation, I want to

p01n; oux, tha< the- former S:cate Lands Commi 551on, ‘which purport— =

ed to dec:de “this matter on the economics wnvolved itselfd 1ecog-
\'\\ =
nlded that non-puice factors were very °lgnlflcant. “Indeed,
o —\\ o
your predecessozs recogn1zed that non—pr1ce con51ﬂerat10ns - ,

,and in parc:cular the manufacturers warran'1e5‘prby1ded by

domestlc pxooung and Lhe ,uperxor Le5t~ng and othef pxocedures 0

Lollowed by such pqﬁ s -~- had sufZiclent valueito/coﬁ;Ler-

balance any pure ptlce cons‘deraLlon‘on 1line’ plpe té be laid‘on ’

thn ocean £loors. } e - é .
&

In Karch 19635, “he Londs Commission mqg ified its

o -
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bf th is ilonday’s Los ingeles Tifmes ‘pointed it -up, Veteram re- . ot

iy ‘ generally observed,only sc 1ong as both parties

J ) N ©

] N . o
order on its pglicy for all line pipe and granted permissiop for
THI®MS o Limi: bidding to U.'vw manuxacauxets “on subwarxne pipe- = | |
lines. - Tids nllustrages cha if pure economics are to be made

the only issue here, the decision would turn upon a judgment -

L

;acl r,which necessarily cannot be precise, on how heavily to

welgh these non-price considerations’against this pure price

S
P 2 o«

dlfLerential. p . i : = -

The members of: Lhe former SCBLE Lands COmmiSSlon obvi-\ 2

ously deched Lhat these non-prlce considerations dla ‘counter-

balarice tﬁe pure price dlfferent1a1 n;th respect to, pipe for

°ubmarine pipelines, but dig noLécou 'balance fot oLher ubu~ i 9

lar noods /TO put it. another way, Lhey dmthe ncn-p 1ce fac-

kN

cors may counterbalanue the pure price dlfferentlal when plpe 1s

to be laid on LWf’Ubeﬂn floor, bui not when pipe is to be in- .- 9

S

e |
“erted i a welx.and/submerged beneath the ocean fleor. This is”
ot = N

_ndeeq‘an anomalous situation and evédence of the’ Cenuous nature . e
V]

W,

f*n their’ ana1151

Before pr, Van de Uater gLves you the eanomlc reasons

a S

. I
why lsng rup cconomics do Favor the use of Amerlcapzmgpufactured
domestic goods for pipelines, I want (2] p01nh out” Liow 1mportanc
these things may be by xe[errlng to che recenc caklng over: of

the Hilrvon liotel in Tdkyo bJ the Japanese. fThe f‘nanclal section

porter Richard Halleran pointed ouL that .the Japanese have a

A

di.Zferent acc1tude coward thp sanctlty: of contracts. He speci- . ©

f+ca11y ctated:

“In Jarnnose business ethlcs a contract or
agreement is: cons*dered valld,only so_long as
‘both parties -want io continue I:i...v..7/LZ the

7

o0

e

condicions under which a concract was signed change, . ce

then a Japanese businessman feels that it is proper
to renegctiate or to cancel the agreement without PR =
further ado. Further, a contract im Japan is 5

o ~ have some:kind of power to enforce it. II one P P o

° parcy uas*\o pawer, it is consxdered ericket for 5
thie otierito do as he pleases.

e T . .36 -
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~ “'The JYapanésa legal code &elnForces Ehl custon,
i Courds here“are no;oxzoasly slow and the Legal
process cumbersome....“ e o

and se forth. I cite ‘hlS ;nc1denL only to make evident how

very importani non- prlce conglderatlmns should be in establlsh-

ing puychasing pochLes for t&e L\pg Beach Uait. Shutdowns\o;

7 .
l;mlceaﬂdelays/dur;ng‘the develqgmeytgl stage of this field

@ R . - - < E - - .
could cause a loss Far in excess of the pure price differential
The domescic producérs can be
e . . E . Q ) =
their goods according to their con~.

that concerns everyone so much,
prevailed upon ro°deliver
of shortage, they have a policy of

Ibese

akrailable to purchaserelox Eoteign, steei and 1

otracis; and, in the event

ﬁrorating theit junplles ‘among Lhelr many purchasers.

Qf_ghts are nnt

%\

L flgure o

in our case che rest of the mac-

Ly

Wwill leave to our, econopist

G

/
—‘/

térs involved. @

0

I reiurn -now to, one of the

fem, lf not the concxolllng 1tem - namely, the legal, wana- °
geclal and govelnmenual princi les LhaL should be: applled by
p -

you. To do this, I 1 will bave to LDULh on the legal situation

briefly, bu: uili <fy zo~limit it.

&

As you know, the C1ty of Long Beach is the State's

‘trustee-iﬁ these tidelands and has approximately a 15% interest
in the profxts therefrom Contrary to Mr., Kilpatrick's stace-'

to..he City, tHaL chey are poing Lo protecu. o

@,

The CL;y has hired as--ts contracors ‘the various -

v

0
cont"ac:or\ﬁa\\fL*tutlng THUMS, vhicli in turn have about a

d

- four and one half percent proflt 1nLeresu, which ipn ‘turn makes

&nue:est in the Operatlon. UZ;

che orate Lands COmmlsslon cerbaln

éhem,gave a very 31gn1£1cant
e

This statute gives

“ spec if rxghts OL approval on, 11mited ma;:ets whlcr were

"o

menc, this s a V}Lﬂl 1rtexequ and a very significant interest

RS

{
@

&x&mubmltted shortly»we;gh.scrongly in our favor.

major issues in our calendar '
e

o

3
(<R
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'ConmlasLon should act as Lhefmananxnf exfxrers oﬁ such a company.

]

5
]

. . = N o -
) Ny s S =
regarded by the Leg “lacurﬂ of ma;or concexrn, such as ;

oil and ) -

Las sales contracts. The purchase of matertals is not 1nc1uded Y ) ' 2

L

in the gLoup af concracts wh1ch requ1re your specific upproval.

The sLacute scates ‘thac all matcers per:a ing to che tideland ==

portion of the-field are to be agreed upon by éhe Cxty of Long ) 5

Beach and fhe Scate Lands Commission; and in the event of a
dlsagreeﬁent, the matter is to be dec1ded by the courts. The

w

provisions in che statute are broad enough’ to cover putchasing . e

a

pol;cﬁes i.E che Seaue and C;ty sO deelre- and 1n contemplatlon

oL LhnL the statuce p‘ov1deg foxr plans of development - whlch — B
4 T

planv cover a peilod of txme noi more Lban one yent.

The iaw does not give the State or the City ihé right

to order the ather to do anything; buL, racher, they must agreeQD .

on a formal plan, and this is gpecafically spelledoontp or ic

musi be reviewed by the courts. 1: was not the inEent oi the .o

‘Legislarure thzt the State Lands CommLSflon act as a board of

N

directcrs, cuatrolling the Operaulon, or. Lhac ‘the Sxace Lands
However, che members“oﬁ the St&*e “Lands. Commigsion

adopted this phllosopny, and at t&elr meecing in Sopttmher 1965

‘adopcedzuhe res olution. i quesE{on e uhtch cnﬁrains tﬁ aﬂtriﬁht

order ©o the Cicy aid THUhS vhxcb.fnvota tre foreizn p:pt g
producers. Alchouph- Lhe CLty Lad roquested your ﬂ’edeéfﬁﬁéf&

co concur in the proposzl ox 1nn3¢s or advise of any ditanx!e- ‘ &

menL, they becponded WILh an outrxgh; orvder, cec fbr:h 1. uh& . e D

¢

cause it is appatent on the face of lr.ﬁ > says: “0il well

e ANl
< P o

casing, - Lubxng and 11re pipe tequxrement‘ .+». are to be g

purchased,..."” and.lists the procedurea. ; . . : » ﬁx

P ) -

4.

\IV—/
'This. language wac ;urcher modl-led harch 11, 1960 --

G «

ted prevxously, permlcted deviation from: the
G

o ° Iy ~ ]
) o B ’fﬁb .

whicl, as sca

v - o 3

R o : <

esoluu1on before yau. 1 will not take uhe tim- to read 1o be-‘\ ' .
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. revisuved by ‘you,

.
e

previous orxder for submarine plpellneq. Thié rodified resolu~
tion granted a permit for THUMS ©o: limit b1ds to epmest1c p1pe
for pipe to be lal” on che ocean floor in the Eééé Beach Harbor
area. /
cecommendlng, as prov;ded by ftatute your predecessors saw fit
to make an order and then granted a deviation in the otder in
,‘purchasing submarine pipelines. The fact iﬁzthey had no agchoro
;ty to make tlLis order and then LheQSev1at10n.

- 1 have taken time to state Lha law in this proceedlng
not only o point out your predecesaors did not apply the
%ﬁiibuts in adopting the resolution now under— "Gﬁ?iu
even more importan:, to show 'hese/resolurxons up for what they

Tasxation, bﬁt,
\\\\

are -- namelj, ‘a startling example of rhe former menbers of the

Scate Lands Commiscion implementing chieir ph11050phy as to the

onnipotence of the State. Your predecessors hotaanly asserted

Jbut insisted thai they knew more about the policies and proce=-

’dures ChaL shaould be ;olloued in an b*} field than the City and

THRS.
 Des tnggrenuly,ﬁyour p.edecessoxs ‘presuned chey had the
full legal rLéaF\Enﬂ business expercise to order specxflc pur»

chasing polici

S o]

12¢

in this oil field, even “hough the ptocedgres
R :‘/’/

of al) signlficant segments of ithe -0il’ industry in California.

These resolutions reséntra clear and_dramaticuexample,of thé

erroneous philocophy of the former administﬁacion in California
of *ssuing oxdexs to”private«busiﬂesses and nmnicipalities.

“H reover,'°uch ocders vere conLrary co app11cab1e law, good
economlc,, and the wiches et the person.a or municxpalicxﬂs
involved. s

rhe former" Counass on, 10 adopting the zesolutxan»nuu

vas .wrong -- legally, economﬁcally anid

f
Instead of talking in t91ms of agteelng; disagreeing, or

g ) \

[~

they ordered vere and are contrary co the established procedure)

4

o
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philosopﬁically. ‘Should you affirm *he order of your predeces-

- sors, you should gecognize»thac you are caking 2
- D

- 4 . . Ty c st
probably an jrrevercible one coward assuning the responsibilivi

of thie oil field. 1Ii you arf f irm, he next [acet you will be

wched co ‘conslder will be parc “C“ concerning the proper lead

&

time for rhese procedures. Although last year a lead tiwre of

thircy days was suggested, the calenda today suggesis ninety

days in advance o:i requirements: Al {gugh you i Have hired ex-

perts, an affirmacion of this i

resolution would mean that you

will determine, and your staff, such naiters as lead time and-

other details in running this oil :1e1d

= .I% you are 301nﬂ “o spcchj one purchas*ng procedure

for p1p911ne, vhat aboutc other purchases?: 1f you are ..0.ac: as

2 board of d11eo;ors for this operation, chén cer;ainly you
should do <t properly and develop the expertise and

»= properly. IZ you perpecuate ‘he managewent philosophy inber

‘en:.in chis resolution,

S L
B
.

properly. .° : N

The endeavor of the State fo operate other businesses

: I .
clearly showc that an zfFfirmation el this rvesolution will cost

. ) . .
he people of the State of Calirornia more money than if the

pure price consideracion was not counterbalanced by pon-price
B ) D

Zactore.

.The nexc alcernative was simply do rescind the reso-
- = ) \\\k,/,-‘

s

lacion. This alternative has been suggesced, and it cercainly

¥ 3 - Lo
<g/called for simply by looking ‘at the recoluiibn' end the subse

SN
quent rosolution,

It is apparent on its face hac it has ex-

ceeded the legal power or the Coumission.: Houever, if you

simply rescind che resolution, you would not be necesvarlty

agreeing ‘or disagreeing w.ih the policy of THW:S; .and 1n this
to }our answer..

plan they are entirleé, under Chapter 133,

1 do not ask that you order domestic goods, since to

- 40 - ‘ oy
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then ir should be doné consistencly =nd

pajor s:cep and -

es N

.
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1 llask you to do gso would be askirg ;'ou to accept the same philosophy
2] as your predecessors. Y1 do ack that the City of Long Beach and
3 THRMS are encic}ed‘ £0 a concurrence in the recgmmendations be~
4}l fore you and a rescission of‘the resolutions adopied bj your .
6 éredecessors. I trust your decision wil% bé made c‘iearly(lan;}
6 empbaticaily, so J'B\n'.ll be shown the Staie Lands Comnission is.
Tl runiing its affairs with due deference to the law, consistent
8} with policies e..tabb shed in che oil J.ndust:ry. You ean'i solf@
9} the country's import-export problems, as that is not wuﬁun ybur .
10 power, bui you can and should rescind these résolutions.,
1} ” I now’give you as our next witnmess Dr. John Van de lIa'.er
12 -~ a lavyer and management’ ‘consultant and presencly l\d_]unc;:
13}| professor with che Graduate School of Business Ad:nlgiatrac}\on at
£t u,c.L.A., I will hand the veporier a statement of kis qUa].ifi;:a-
15| tions, rather than go into it all here. Dr. Van qle Water will
16 subm:.t the con51de cations which we fnel coum_erbaLmnce any pure,
171 price dlfferevntlal. in addition, he has standing by Dr.
28 AGérhard'Rostvbld, formerly a Professor of Ecoriomics at: Pomona
194 coliege; now a consulting economlst and Presideni of c.he Hestern
20 mconomics Associacionm, y ’
21 B Is it all righe now, Mrc. Chairman, o go ahead :wi,thA
22| pr. Van de Vater? ’ ‘
23 B lR: FLOURNOY: Yes. T think our plan would be to wind
»24\ up this section of the p roceedings in about ten rinutes. We
25 ;cannot reconvene in this room after one, but we will reconvene’
g 24 in room 4164 at two o'clock, Vat which time we:wi].':l then allow
?7 about ten minutes for febuttal on both sides and;whatever other
28 action the Conmissii:m wishes to take.
&9 ¢, EERGEN: If you will release Dr..Van de Uater and
SO pu. Rostveld, within about five minutes I will close up. ’
3% > MR, FLCURNOY: 1 wijll be héppy to release them, if .
they will release us,
K - 41 - v
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1 might poini gu», while we are waxting. I think all

menbers of the COnnnssion have veceived a copy of rhis repert.

andrgre“famili?r with iic. Maybe that will help you to expedite -
your remarksf - o o S . ©
_ DR;’VAN de VATER: 1 must say 1 am gracéful to be
Vheré and hear-the conflict going on and whether we ought .co re-
turn o .local government and local determ1nat10n in decisions
6£rm;§derid1 concepc, as Lhey have been in the past., I m‘ghcﬁ

say as a direcior of managewent and as senior director of
the consultlng Pirw: of John R. Van de UaLer fssociates, that 1
| personally espcuse the ptzncxple that Ralph Cordiner, Chief g
zkecutive Officer of cene;al ulectxlc suggested =~ thac where
managerial decisions shouid be -1ade in particular is on:thg .
delegatxon of authority at points where. xnformation is reahtly
cavallaﬁle and contacts can be made, and by allouancg:@f this
and delegation properly, it is serving as an aid in California
government as ic is in private industry in general. C
) Odr research f1nd1n£;'are in accord with the ptoper
allowance o:,decis1on making by;operating m ement’ in the area
of tubular purchus1ng policy. . gijf
> yhat I will do, gentlenen, is co briefly sunmarize
che . Exndxnas ing this repert -- not in details You will have
before you ‘the full reﬁorc from Dr. Rostvold<*nd Dr. Knapp.
First; domestic suppliers stand ready to supply a
complecé range>of'products and services essential to the effiq “
cient ope-ation of the ﬁﬁkﬁ project. ‘ .
Second, foreign operations stand ready to supply only
-xtems to. domescic suppliers.
Three; In addition to cnrryxng a complece 11ne for

Qﬁthe THWS producerxs, domestic suppliexs have a comp;e:e tnnge

<
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rhe standardized seamless tubular ltems, leaving the ocher- "z
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of services, such as technical service, new product development,

oy
&

shorcet lead time, and 50 forth. . i N
Four, the non-price serv1ces of domestic supplxets ;
carry an cconomic value co ‘THUMS and the people of Califq;n;a“'r
sufficient to offset ~he value of the differential between ‘ ’ - . ?VA
do&estic and foreign pipe prices. , T '
Five, . it is a fact that the THWMS prodﬁcees coul& no:‘
operate wiihoui che complete line "of products andbepecial ter-

v1ces provided by- Calirornxa-based suppliers and any signlflcant

,weakenlng of these domestlc suppliers would handicap the long-

ranée/eff-ciency of THUMS and any future operation lxke 1t®
 Six, the Ca11£0tn1a-based suppliers of domestic prod- -

ucets have a more sipgnificant employwent, income and tax revenue:

' generating effect on the econamy of Callfornia than the much , b -

emaller suppliers of foreign tubular producLs. These wacro=

economic effeccs must be weighed against the price differential

of foreign products over domestic ‘products. ’ ) a
Seven, the multxple income generacxng effect in Cali-

fornia from the 6% profit on domesLxc pipe will range betueen

'$7 million and $103J mxllion, and the scaclstlcal evidence here

should be given careful consideracxon. } ' .

Eighc, there are strong reasons for doubcing the

o . . ER

stabil:ty and permanence of lower foreign steel prices- and

f_1ncreased rellance ‘on foreign filrms increases future risks.

Nine, there are sufficient additional ‘risks inibuying

o

abroad to avoid heavy dependence on foreign sources. These

w .

risks could severely hamper the operatxons of THWUMS in thé long

a El

run . G o B o . . >

= .

Z Ten, aECet all -the long range faccbrs ate weighed 5

~aga1nst the pure priée differential and the aggtegate economxc

effects on the California economy - "are consideted it is not c:uelf

5 - . o 3
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that foreign.: products make for a’njr long range gain for either
THUMS or for the California economy.
- These “are Lhe conclusions of tbe West:ern Econowics 7
Associatxon of outstanding economisit and of Dr. Gerhard Rostvold, : - U
'with the te e:}rch assistance of Dr. Robert H\\ Knapp. ’
All these factors lead to the ré:’ rendation that the

business judgn\enc of THRMS be allowed to prevaxl on the important

00”&6‘50#“!\)"

matter of pur nDsmo pelicy. Buriness dnclsions in our Eree mAr - ¢

Ker sys Le:eroe,.c naue by those most. expert closesr. LO che N

u IQ pro;ecc at hand," and w:u:h a vital interest 1n)L:s success.\ o®
11, _ MR. FLOUPMOY: K Could T ask just a féw questions here’
P (w\Jr\ - 12§ 1 hate to do this because I am violat".mg my own problem on tmg. 5 o .

13 " DRI VAN de UATER: Dr. Roctvold, would yoi join me?

S 4 ° HR, Pwumlov- First of all, may I asi\\ - - This repert
‘ 1 .
16} you ptnpafed and che summary basu:auy compare., the non-pnce e

16| economy effects of buying domestic with the price differential;

’ . 17l is that not right? ‘
A 18  DR. VAN de WATER: Righr : " r “ : .

v

- S Y MR, FLOURNO" And does Glot, at the same time, 1ntend

L . o »

20{{ to of£5et: or evaluate the non-price economic effects in connec~, ' . o
21} rion wu:h fotelgn-boughc goods? ‘ § g ts
22 ", DR. VAN de WATER: That is true. ’ ‘

£ 9 e
S0 . 25 . Any comrent?

N
13

R ) DR: ROSTVOLD: ~That's correct. - ,
T T 25 o' MR, FLOURNOY:® You are not  asserting that all _th’ese . c ¢
s 23 domestxc supplier éctivil:ies ai:e going to cease if somehow we RN

E3 g

) 27 don e buy the tubular casing from chem”
. 28 . DR. VAN de WATER: ,That is true. I wight say that the

o key po:.nt is thh all the complexicy mvolved wx.ch local decs,.siona'
- 30 :

e 32 on these, delegaiion of luthorir.y is a sound policy. o

a

lxke this, rather than your taking your t:une to make decialons

R . . - &4 . ' . L \*&/

N
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to: t\)hxghly cognizant of the efficiengy aspects and the economic

—

value of maifitaining a schedule.
&5 @

the scale the non-price factors thhln the context of ongoxng

So we attempted to place on

operation wﬁich is efficlently Tun and scheduled to its greatest

economic value. S
Q

‘that is sort of the backgtound

luP..éB“"Gt:.N' Now, I want to make one further point”

eoncerniqg the economic Eituation. A}thoggh we believe the ové;fc‘<
riding economicksituation Just discussed ;ouldAjustify ruling in
our favor alome, we submit that considering the recommendation
of THUMS,,as-I said in our favor and with tbeydeﬁerence due” them,
and particularly if yod’view thet with the:legal, hanagerial and
philosophicalAfeatutes espoused by us:.as being‘applicablei it is
;enly'necesSary for you to decide_ that economic considérations do

d&t compel any other decision. 1 think, yin fact, we are right

but I tthL An the long run the interest of the people ofuthe

State of Caleornla is affected by the managerial philasophy you~

apply to this situation. :

8 . © 1 aoéid now like to introduce Ht.:tee “

Peakee Manager of Soles, iaiser SteeIECotporatiqn, Jhoudill dis-
;cp§s_the import-export situation. M | .

V s I °axd pteviously, we don't feel the xmport-export
polxcy is an issue ‘here, but since a, great deal has gone 1n the -
record abouL_xt, we thinlk a brief statement-about it is in qrder.

@HR. PEAKE:

-Good afternoon, gentlemen. I will also _

abbrevxate my comment5<here. o ) Q

:q’? = ) o
I am Fznager of Sales, Kaiser
5% < . o
If time were not

Hy name 1s Lee Peake.

steel Cprporatlon, thh offic;s in Oakland.

3 such a factor, I would commeni on Kaiser Steel's position in’

© . £
RN . § : "

N - 45 -

X ey O
DR. ROSTVOLD:> This study attempted to look at the
problem within the context of the total operation of .the THUM 3F§§
field; and, actually, 1n ;ooklng at t&e total operation one has = -
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mkte'rnat/:lona'l trade. Ve are very definitely in it. I would
also take time ca comment on some oﬂ(che statements and infer- o
ences tha€ Mr: Stu:t: made, accouple oi (lv ch 1 thi.nk are maccu-

raCe" but "naiche: of these issues are pertinent today, so Iwullh
I} “

Q 3

(v.m. discuss them. L o : T,

bl -
~ Our, company does noc manufactute 011 casmg “and tubxng,

]

t:be principal items bemg purchased by 'mms. We' feel Jusnfxed

(o7

Dy

in asking Eor a few minutes to test.i.fy becauee the p,.ocurement:

o @ W o,

‘policy of ‘;:Jhe State Lands Conmission ig’ important to the entire’

o
0

domestig § el\znduer).D S T S
D e o o :
Th t\eel mdustry is an important sector of the - ~ = g

Cahforn a economj' In California steel. 1ndust:ty we are x:he

J

latgest p:m.ucer,, largesc employer and generaCe rhe greatest ~ - o
‘tax revenue to the State. Beyond that, we have further meaning-

ful potential for 1nves.tment: in Cahforn,\.a‘. Furthermore, what\\ \

is mport:ant to us in this issue is important to !:he ‘State as a o
@ =z = C\ Z &

.

it whole, even though ve don't make these ‘pattlcular i!:ems.\ The - S

importance of the ptocuremen: poh.cy of Tlllhs relaces to uhar. is

involved in pnnc:Lple. - b, t °

o = ¢ § o

The pnncz.ple at stake is wbether a privat:e °ogency,'
workmg in this case 1n behalf of the “u.y and- Stace should be . F

_able to pxercite its own judgmem:s, 1 refet here to declsions ) ©

@,

based on analy is of values receive:l rat:het chan shorl: range - SRR B

coas:Lderauon -~"ghort range consxdexa..lon of pnces. : o

tie are faced throughout -.he countl:y thh t:he hard facc
Lhat ic.is 1ncreas;ngly él).ff;cult ‘for us co hold our n"n 1n our
own domest:lc markecs, . As we all know v‘i\out fore1gn compeutors - \\
have much lower labor costs relating to ..heu' lower ctandards of P e
hvi.ng This is only «che begmning. Tariff s_tr\u:.tures here and. ’ s
abroad° Are mequ:.u.able to American ptpducerb. ‘\\"'. 3
Morec—,mportant, s;eel“u:dus ries ovetseas “are aﬁ o 0
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subsidiied, eitherﬂdiree;ly or

courage these' 1ndu°tr1es to expand
of -these 5overnments is to ucilize s
1nternarlonal polxcy.

1uports have more than trebled from

"lxon and a hmlr‘would represenf job
pius mauy other jobs i supportlng

“the output of a conpany almost as b
uhxch‘has paid S-ate incone tax and
$l3 mllllon in the' two, yearﬁr
per{od our payroll in®California was

. Now, the f*eadily increas

steel 1mporL, has brought.about dee

This concerns not only

porentzal 1nvestment. Thi-

our company
has

decis1ons o fuLuxe lnvestment.k St

thng, but wx;h hece other factors
; o .
in tne‘%atuargon we described.

rhaL‘LLe welfare of our State and t

dome°t1c indusiry from b1dd1rg on t

Iz prevents expanulon 'in the years
@

o -

\

the City be permlcted co purchsse i

h & & 0
o

wishea. °

for exporct. The&ﬂbgectgve o ?;

Here is whai we face in Cali[orn1a"‘roreign

tons in 1502 to _zlmost a mill1on and a half in 1906.

recolution affecting the procutement pollcy of THUHB

nov best served by thes current’pol1cy

vdnces the primary crlterlon in x:ermu

OF the former State l.ande Commxssxon be revoked and THUHS aud i:

1nd1rectlj, “particularly - “to. en- o

eel as an instrunent of
@ °

steel
less than half a million’
Th1s mil-
s“*br 9500 steel worker;,

1nduscr1e It represents

<
o

ig as our ouR - a ccmpany

propexty-rax alone of
QO

'65 and '66' and during thig

s in excess of $200 m11110n.f
if
1ng penetrat:on of”foreigu

p concern to the o£I1cials of

y our replacement xnvestment )
already caused us to delay )
eel labor/costs would be .one -
1nclud5d we find oursexve“\‘

B

o o - e
. oo = -
¢ . o ) 3 - . .
To conciade, we now refer co the State Lands Commisszon

We: feel

[

he Unired Scates is certalnly T

4

The current pollcv ad-f

ox—pr1ce along and p,reveng:s,a0

he long égis\basis of value.

<

ahead . -

[+

Ve, therelore, resuectFully urge that the’ resolut“onou4

n accordancefw1th thelr dyn .
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out a difference becween long rvange and short range value.

i

px-ce factors.
ig something

‘favored.
for a rlght

-specific ;th

G

MR,

operntors

@

sophxcaliy. .

a

N

<o T

MR . FLOURNOY :

MR, PEAKE:

am not sure what that related co.

“May 1 hvk _one guestion?

As far as THUMS

the answers are la:d out spec&fzcally

7

(o4 Lot

are concersed, I think

in the report that Dr.

You brought
I

Vgn de Ua:er has prepared, in whlch hie goes into all these non-

The healtthL the °tee1.1ndustry 1n Cal;forn1a

tha: is aside from that and we are not ask ng to be

compete, so we can sell in terms oﬁzthese less

MR FEOURHOY.

predecesuots did not

management principles.

[54

than price..

S very brief oummary.

ERGEN:

o

e e

le are nog asL1ng for proteculon.

We are just asking

if we aze able tcodo chis, iw .he

co thelr munxcxpalltxeg.

i
wanagemen; araceau~es ‘for ths f1e1d.

follow the law.

f1na1 unalysis 1t it in the hands- of the sales peaple of -the

domesclc people o sell che accounts. 2 SR

=

Bl

opportunxty for ten minutes on each side in room 4164,

vI'd JUSC like to zay very brlefly that

In~ my judgmcnc, your

They 434 not fellow good =

ZS

O

legally’trhey‘were wrong ecoromically, they were wrong pbxlo-

=6

- £

reuolutxons,las I thlnk evevyone<1s entltled to the answer.

. MR, -BERGEN: -Mr. Cha;rman 1 11 w1nd up with just a

We appreclate that and we will have an

o

o

besidés the edonomic case I feel we have made -~and I, continue c
to ewmphasize chis, because 1. feel it strongly -- it'is very 1m-

portan- in this case, here and now, for you o) es;abllsh proper

‘They did_ not g1ve due defetence to: their

4

Any aiflrmauion of these resolut1ons would neceasnrily

1nv01ve you -n p rpetq;ting ‘these’ prznclples and they Here drong

_ As I)Sald “I ptefer you go further thanrtevoking thes

a

LR
Cap . -
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& ,;1'* Soone;“% lateL, you are going to hava to gwe iL. You have -~ .
o , ©
- 2J| been through thls pi oceuure' you have had 2 chance to analyze 7 . P
) & « - i
o : 3t clis ching. ~I see no peini in povtpom.ng\:.t and later have a co RN
o o . ) - - 4
o 4]l hassle over a plan. Your position should be made clear one way s
‘Bl oreche otier. & : . .
' = ’ . o 5
& . “ s s
=8 To summarize, if you do rescind these resolucions and
= : . 2 . : '
v 7] concur in the request of THUMS and the City of Long Beach, in .
8| my judgmenifl youy will be assuring the peopie and everyone con- Co
' ; ©
“a 94 ceined that your Conmisaior 85 now constuuted is poing to fol-
. . =10 low che annnunced pohcy of our Governor --‘namely, and 1 auote:
a1 » - s ‘o w
1R "...{ define broad objecci.ves not to form bluepnncs whtch e i
12 locaht:ies must adopt in detail.” e . - ‘
=] - . Thank you. | - - . CF . N < .
-\ - o ” . j o .' s N 2
o 14 MR. FLOURHOY: Thank voi, and we will recess until B ‘ .
» = o A ; . ‘ e =
. N 5| two o'clock in 4134, : A= : s o 5
I - N ADJOURNED 12:20 P.M, I e :
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AFTERNOON SESSION - 2:05 P.M. -
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. g : :
3 . HR. FLOURHOY-”‘ 'rhe—CQnmissioncwilf conmé ’ba‘cl"'..td “ T |
4| order -- and vhere were ve?l " ‘ = -~ 1
6 o 91».. HORTIG: Rebuttal wive. N . R T |
6 ° kiR, LOG UI0Y: e are ac the time we have sei fox fi ’ : . Jj
“ 7l zen m.‘nutes on each cide- *'o rebuc and I suppose the rebuital . PN ‘
al .should be in-the _same order as- the original presenta:xon, 1 T S
9 e w111 revert back to Mr., Gon*perz.., for fen wminutes on the su"» -
10 1n favor of opew conpenu.ve biddmg, if you wish t;; cur up and Qw #?
1 ;febut:._ . IR ”“\\ . ' . o : o 5
12 T IR.GOMPIRTS: Mr. Stiﬁ:vis ‘going to take care of ;h: i
13 rgt}ﬁttal, gent:lemen. ’ ‘ T T
LES - HR. FLOURNOY: As everirbod;r w;ss Eorewnmed ﬁhey would ¢
15} have ten’ m{nuces, 1 suspect we will keep a closer ‘utch on the
161 clock. R - - o - -
17 >l‘riR'./l~10RTIG' Mr. Chairman, it might also be well to
’13, anlmounce, éiﬁcé thrze 1s no pubhc address system in. ..Iu.s room,
1 ‘wrll you please speaL up" o ¢ ° ’
oo MR, STITT: Mr. Hoftig, I have a loud voice and 1 cmf <
21 fill :hls roo;:\ and some. Gem:lemen, 1 amcgome what of a mast:er» ¢
. 22 of ceremom.e... L ’ T ) '
23  In rebuttal on the s:.de of those who belleve in oiien ’
', 24 canpetltlon i1 procurement of plpe casing for the lvh.lm.ngcon )
iﬁ 911 field, my own cont,nbution wd.l be kind of brief I am go-
28) ing to raise a feﬁ points. 1 am going to «call upon M. g e
2T Xulpatrick to coment Gn° some of the legal questions “that have * L@ o
28| arisen and call on Dr. Rooney to go intc some of the eeoncnic ' : =
29 vproblems ' | P |
: 30 ‘ My testlmony at this stage is going to b' ln'gely a -
' 3?‘ Vliia‘t:t:e’t of ques/t:.on}s. He have heatd g0 much’abouc the . TS I.ong_‘
- 50 -
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il than some of the émericanvclients I have.

2

| S

AN

Beach Company and the City of, Long Beach for some reason or

another wishing to have a restrlctive bxdding policy. Why'is
not a representative of either<&h~ company or- the Clty, or both

here to tell us why-they bel1eve they should pay more money\tor

casing than they- are alreadyzpaylng7 They are noc he'eay We.

have heard from the opposit10n thaC‘they believe: in a restrict- _

ive. bidding polxcy, but the'tact remains chat they are not here -

to testxfy and give us their reasons why they think xc\should

be 5o muchjbecter. _ ' ' ’

Now, the second point I‘d like to raise is this’ busi-

ness of the sanctxty of- contraccs in Japan. 1 went, 1nt~ Japan

- in 1945 1n the A1r ﬁorps, they called it in chose days. 1 was

~

there five year.. 1 ‘have been.in business with Japanese since

1953 as an attorney. I have had?mﬁny contracts with 3apanese
A>and I-must say in my own'experience I have found them to be

nothlng but -people of their word; and in no contract in my ex-

perience -- and I have had many ~-- has chere beeq any‘problem .

3 8 of sanctity; mlsunderstandxngs, yes, just as u1th the Hllton.

>

‘We are not - going to go into that, buc 1 dislike -the idea that

‘the impression has -been raisad here thar the Jaﬁaﬁ?se do not

[ad

meeéotheir'contractsa?‘Thedeo'-- frequently morerteligiougjy ’

‘There has been ;alksabout'warrant;eshanq the fact

chat if UTHU‘MS were to ﬁto‘cure casings fro{i a supplier .of -

, Japanese”pipe that some way or another, if the ipe is.defec-
P

tive or for some other reason there mxghL be a claim, chey

©H g _Tc

Awould have d1ff1cul:y reachxng the Japanese manufacturer. The

‘trkrhﬂxﬂ tbey don'* have to reach the Japanese manufacturerr

' The °upp11ers here are Amerxcan corpora:xons who have‘aver the

,;ca

: past year and a half supp11ed performance bonds and in ;he S i

event'there is some;hzng urong -- that they dldn't deliver on

G

D
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: have < big strike here md there 184

' l(:.lpatnck to deal with the legal argunent'

" that fact; at least, it has been in che past.

_decision is ycnn:s7

o O “ - [//) : - .
. P » = 5 -
l:ime@ur tli\e’pipe»was defective -- the bond was there. . I% fact,
it has reached i:he point that 'mms no longer requires aOPet-

formance bon%because their performanee has been exeellen. and s

there- 1s n;}\need for a performance bord. “So all this ulk , ot

about reacling the foreign sipplier is a misstatement to me.
Now, there has been a question raised about the fluc- .

tuati;)n of world sceel ‘prices and thesfact “‘t:h;l: you ;:.n't depend -

upon a world price, and the truth is you can't. Outside the

Unu:ed States the sl:eel market is & compeuti.ve ‘market. and

- prices go up and down with demand -- sure they do; and if we e

big shortage of supplies,

";by the force of/:i‘:pply nnd demand :he price is going to go up. » :

However, we are talkmg about competitive biddxng pracnces --

where, if the £or,exgn prices go up and the domestic prices ‘do -

not go up, the domestic man gets the bi&. There is no ques- e

non - - I don t get the matter of stabxli.ty of prices. If

world priees go .down and the casing becomes uvailahle to muqs

at a lower level’ l:han the domestic, why shouldn t we use it?

He are l:nlk- N
3.

1f I:he pnces £0 up. the situation is dxfferenl:.

ing about the oper\)competi.cxve system'of blddi.ng and that's all e o

we are-pleading for. -
T . My .last point, and then I am going to give you !’l‘r._o

California is the *

»leading foreign trade state of this nation and is very proud of Ce

This iu the =~ °

question:
e o L4

exporung state of l;h?? Uniced: Sca..es and at ‘the same time, be : e

the most nctoriouc state from the s:andpoint of restrictive

policiel~ on imports into the State? Genr.leuen, l l:hi.nk thia

l..et vie give you Mr. !(ilpai:rick. ‘Thank you. - /

o =32 - Tee

Does California want to Qcom;i.nue to_be cbe leading .o Z
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L if it finds ic necessary to prjbote the noximum recovery of

z0
o - g . N N %
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MR. KILPATRICK: Gentlemen, 1 want to address'ﬁyielffL
solely to the questlon of the 1nterpretat1on of the contract °
under which you operate.”‘As I listened to ceunsel for this

Iittle informal group of domesttc steel producers and. supplxero,

-

OI had an impression ihat uevwere looyfng at ,tvo different
statntes. If-you think there i3 aopkoupstantial merit to the

‘ interpretation of the statutevngen by counsel for that group,xr.
which is so dxvergen(j}rom the interpretation He have ngen

you, you should in the exercise of your duty call on the Attor-'

4

ney General to g1ve you.. brxefs or- this p01nt and ask~both sides

o p

to gzve you-briefs on the law. 3 o
I am confidentf-a»and 1 am sure we would be*happy to
S
show it -- we are confxdent the former connission did not im-
pose upon 1ts authorxty. The statute~says the plen°.sha11
‘{specxfy all matters necessary and desirable for the qil and gas
operatxona and standards "as hereinafter provided" and goes on
- <to say that thxs shall be done by the City makxng up a plan and
submxttlng it to the Commission. This plan shall, anong other
things, call for the maximum‘econpgic'recovery from tiie tide- -

lands. _When that plan is submttted to the Coemission, the Com-

| nlssion,has forty-five days in vhich to object to ic; if, 1t

doesn t obJect, 1. becomes law -« but if it doee object, itshae
the pover, and 1 qugte froin the statute: "If the Cosmission. be-
liéves that a modificacion of the plan is ﬁecesegry.'it shall

conduct a formal hearing. At such hearing the eity nay present

evidence in support of the plan. After the heering. the 00--

mxssi:n may order modification of the plon in any respect," . .

> P
oil end gas.» 7

ES ‘,‘?

COunsel suggestedethat you had no pouer to issue

orders. Ihere is the povwer in che stetute. _Now, you cannot ‘_ e
5 0 0 X g : /
- . 53 - 4/ ///




L o .- , R
¢ b } ' abdxca:e thigs authority by saying thxs' is an opeunonel deuil. : ‘
. 2 ) Ic seemed to me Mr. Van de Uacer reZuced that co absurdity when, .‘ ° ] |
‘ ¢ 7 De St he said to you.-- "You people’ shouldn t be bothered‘wlch these - ; S =
—% %J ‘details o This is the first tme I heatd anybody calling and i\ e }
s B operational matier of $6 million an operati.onal detatl. As an ﬁ/‘" G
. ’ of analogy, suppose you were a genefa/l nii::ecto;5 and ‘the manager of é«lw” ’ ®_ !
v ,7 a hfetme contract comes ‘to you md says, "I want. to buy ptpe o T
(p‘ buc you shouldu bcg e “bothered with a $€ mlllgon operational 0 o
% D detail" de you shouldn't be bothered. o S .
10 . © Ty say chat na*compang uould delega:e authortty o;: °
111 thac ki.nd to someone who has no Iinanctal mtetest in the mat- - "8
s 12 cer and the fact, is, as .Je pointed out this morning’ and wluch =
o ) ) 17: has not really been conttadicted-, _THUMS has no fuinancielv hceet i )
2 - 1L est;»che city has no financiatﬁlnte:est,'eicher. Zach has a . o
L, ® _15 percentage ‘of the royalcy, bu" thac percencage is going to go : - :
; ’ .16}l over the maximum they can reeeive,unde: :he//’\ :, S B 7 o ,?
| ”@17 ';V “Cf SN The upshot of “it is that there is only one agency e o S
7 e ® \18 : tha, has the right ‘to represent and i.he interest to represent E /G |
Lo v 7 £ j‘”‘ che peo;ale. "You Have the power to make orders in this case and e e ‘
: \ 200 it is- “your duiy to make orders. - v S ® oo u
L 5» il &y . " One more thing - = not an argument from me, bué an . ' f-z%
\T > . 2? mt:oduction Lo our closmg speaker, who will be. P:ofessor ] - 4
: 234° ‘Robert Roo:\ey, Assistant Professor of Economics, Universlty of ‘ L
; ! » 24 , Cahfornu of l.os Angeles. He is a specialist in petroleum and ) =
" ) &5 Jm..ntng eccnomcs and econom.csof mduscnal regulanon; ‘has ) B ‘ : 3
28 " been consultam; to Lontinental 0il Cqmpany and Tidewater 0il R
- 27| COmpany for the past chre: years. He and ?rofessav‘- H;llinpn. ; ’ ”
’ 28 :Auen.iulii) is;‘«Ptesently ?;,_ofeskor of Economics, u.c;i.g., S’cbpo,lA -
29 of nmconomics, have prepared an argument for youe analysis 0;1’:: B ' b \»
o eveiyéb:lng we have heard Ain the: newspapers and the 'econcni.e = R |
31

points ptesented by the opposuion, and 1 call on hun to-subwic

his report to you 1n wricing and smmarize it for you as brlefly

4 as pouslble this afternoon.
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g cost-plus T L. F &
- l.ubl.ng would amount to the fact that tho State- Treasury subsx-
e dl.zes, theOdonest:.c producets J,—’md distributors of: semless cas- '

’ mgs to the, anount o; $7 mﬂ.hon, and.if the domestic producers

» me and ~\t:c Profe sor Allen that a more forthright way to aubst- e

' ibe higher in. Califomi“ than i the incowme goes to d;stributors

"poz'ted p:Lpe dis tnbutors.

- domest:.c plpe distributors®

:'nores the income and employment effects of highet revenun re-x

Q ) h ¢ =T o Q
A - ;}_ } o % - .
N LT B & 5 - 7 5 G o» o’ 6
I PROF. ROONEY: Here is the report prepared by Mr. P
L = o2
Alien and I: Let ne say, Mr. Cha;man, “chat the di.mcl: sa-ungn :

to the Scate of California from requufng the THUMS g:oup to

purchase its sewless requi:ements from the lwest biddet( a!e ; Lo

aF

co amount to some $7 miumn over the next fi\'e to terr yeats‘( . fa

;-If THUIAS is allowad to expand all’ field develoment costs, 1n- Lo
'eludmg the cost of ceamless tubmg, the Stace would bear 1007- R

o

of - the expense of domesuc seamless cubing Of course‘ THIMS -

v 7

receives 37. pro..lt, being rhe\ 3% allodance they have as their
) ) ) e

Naw Ane effect, the. higher cost of domescic seamless

ibutors are so deserving of the subsi.dy, it seemn Lo

due them would be co draw checl\s on the acate 'l‘teaaury and’

auow open compe,ltive biddmg. ’ s R

) The dr tnbutots of domestic p.pe argu.‘ if chey xgceive‘

the seanle..s t:ubmg business of THLI'L income and taxes would

l)

of mpo:ted pipe. Their- argunent ic that: distributors of

dmest.i.c pipe receive more comibsmns, and so forch, than dm- ‘ ' 7 T; ‘
dven if, contrary to .ct.ual f.ct, no e

coani.ssi.ons vere paid to di-'t:tibutors of damesti.c pipe, the . ) ‘

argmenl: is faulty because it 15- - T

ce:.ved from the TH!,HS pro;ect. The cost savings from the- use A

of foreign seamless’ t:ub:.ng will amoum. ‘to higher revenuu bemg @. )f :

oL

receiued by the Scaté, These higher revenues received by the - ¢

SLate may be used to mcrease the State! s expendn.tuus if t;hnc

= : : ) n ) >
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s@ccrue to all citizens of tl;e sState; and not slmply al"lbﬂihg o

- They . do not; accrue pr:.manly to Lhe domestic dis-nbutors i€~

: the SLan.e has a cost savmgs. o el

| clrp;ens “of Qle State of Caliform.a and not the distribur.o:g

° lowest bidofor doneét:.c seanleas _tubing on the gtounds that

3 jcosc to’ THUH.: themselves, \I‘PUES\yLII ,/naturally support luutmg
-depend ugon mms to buy fi:'om che lowesa;bldder.
su'ong incenn.ve o oppose “-THUMS in cheit attempt to el

“price c(inpeut;on from imported pipe.
3 ;hates half oi the adwmce royalties from theo THUMS gto::p;{ hme

-

(=1

¥l

i85 desh-ed or to cut taxes -~ the dn:ect benefxca of such.

y
higherv'expenditures o r[he part of, the_v tate or tax redu..t;lons

o

the doriestic dlSttlbhtOtS to’ charge higher prices for steel. '

o

= . o

2

The lnghex :evenues to the State -from requiting THUMS

to purchase fore:.gn or wported pz.pe far more thnn offset any

- F

benefzt to the economy of t?-e SLate oE\Califomi a than l:ﬁ’e €xe
comu.ssxon tecelved by the dOme cie producers.
o To, pun. the point in snll another way, the East

lhln:mgton ficld should be developed for the rbenefit ,of all
of domestic pipe. 'l‘he State camnno: wzchdraw t'tom 1t8 responai-,

bility to all citiZens and allow thé JTHR4S group to accept the

o

'mws .bearing none of the higher cost of douesticcsemless tub-
)
mg, can hardly be expected to act m the most ntional unne; e

i

s S

fram ihe State's s;andpomt.

‘rhe u-dwiduai mms cou:panxe., are large produceu

/;E crude 011 elseuhere in Ca11f0tn1a and in the United Scaces. A _
If the THUMS coupani es believe it “fs in their private intérest T S
'1'.n L @LTmS of theu: over-—all posxtion in the: crude oil»lnduscty

G
-to t.bs:.dx.ze ‘the domesiic discributors of seamless bing’ at no -

the bidding to domestlc d:.?j’abujtors. Thus, tbe StaCe cannot ’ o

&

Furthemote the Ci.ty of Long neach does not hs 1@

yO Orﬂ
i
]

‘For one thing, the cur

Wy M : . n o
rad 2 ’ ‘
. A
< 5% -

SN
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o b oo a o T e
e \cﬁu‘ h 1 thi city has no pressfng need to get the mu-xs operauon in ‘the -
) L y «2 éblag}cﬁ I‘urthe*more, although the_c:!.ty 9111 receive a percentlge
o ,3 o; the’ THU!G pto_]ect, oniy up to.$250 n::.llxon will be poid to o
. .4 —the clty. Nou total pronts from thx.s field are exp:oted to
) o9 I ﬁ“‘ reach as high ‘as $1. 8 bx.lhon, hence the Dc:.ty is certain of re- . \A\‘ A
«Q ‘. eff te1v1ng 1ts full $250 million in profit shave, even 1£ THlHS' ’ 5 _
s S costs care sm.vetal m:.ll:.on/dollats h:.gher than antrf'l.pated.
,a . ) .8 , . CIeatl y, the: State cannot tely upon the‘c1 Ty of Long
’ 9 aeech to loole after the Scate’ s best _ntereats.( Hence’ the‘ StateA
) ~‘g (,ji"'i _must ret.ai.n control over the purchasing pohcy of there is a U
R SD 1 hl.gh ptobabih% y?tt the c{txzens of L‘xe“State _and tnpayeu
° "1? wll have a.loss. . T _ . f> . . ‘°-
e o 13“ ' : I preseat this ,report by Professor Auen and myself D
R 1) that exmnines every aspect. of the service, releases by the ' Z
\ o 15 Cahfornta Hanufactu{tets Assoc:.ation, n{/wspaper storles vhere . -
2 T 36{ the domestic distributors and the domestic producers of ~stee1 - < T
e 17 _were gintérv:.ewed Let me st:te uhequivocqlly that we were un~ : T C e
ce 18} able to £ind any basis_ to conclude that there are. significant e o nf ‘
"{/. S 3 ‘G; non-price ractor * that could leadzthe State I.ands Cmtssion o’ 7 :
< ' 20 adop domestic pipe at. s:.gtuf_.canLly h1gher ptices than imporged CO . V“vg ”
° o T N e e
S e LT * For, example, the tectnucal and service personnel ‘of o . Lo . :
’ N 3’3 !/r.l:e mdx.stnbutors of domestic steel are —prunauly salesmen,\,vho TR o °
A n 7 J exn.st purely because \the domestic :mdustty has abandoned ptice o “ “ \ : ,'0‘
: o 25 3‘ competition 1n"favor of geneuny non-pnce competttion;“and ! ) < ‘:\
£, 25 gentlemen, ths ].S a highly docune-xted fact. ) I crefer yog~ to, .- o
T 27 our paper for the details. ) ; o R T u “
:  . / 283 . Allow me to spend a minute sunma;:l.zing. L o o, .- C:D\U\‘ ) 5
=T T m FLOURNOY: | AbGut whEe? R S R
“ B L7 "’_P\l\wi‘. ROONEY ¢ _One, the SLate Lands c«nnission shmxld i oo PR "= R
) 7 Sl continue to ,fequife?ﬁxe THMS gtoup‘?to call for open,denpetitive DR
T A o i B o LT
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b biddl.ng. o R B _ u "‘) e = o % b-“o’ -D_—':Ji; %“
o, 2 1\“3, the- ..atar.e cannot expect e:.cber the c:lty of Long i .
‘ : S Beach or- the(/ 'l‘llll-ls group to purchase pipe so as “to maxm.ize the e '
R b 4 f SLate ] revenue ‘on the Tillhs project. 'l.'lu.s confl:lct vith the ) %
S - Stace on one hand and che City- “and THINS on the ocher results
. &\\ .8 Er_on? the way. in whxch 1evenue-' are shared  The Stace s 1nter-‘ : AQ
T mj}} 7 &ests nust be p o:ected by the State 1tself § R i
. "8l O'~G ‘!bree, "he alleged benefxt" to the State 'oof x“:t;e ; )
! 9 techm.cal and m.her servu:es prov:.ded by ‘the distnburors of )
@ A domesuc p:lpe are ~h1ghly nebulous. ‘l‘hese d:.stnbucors gener- @
S ‘B n ally duphcat:e the work ¢t l:he amu&s engineeri.ngos(:aff in, the . . 5
‘ " ‘ 12 J naturefof non-price “Cac tors.z ; e I a@“ G\‘
B “:;éf S ) Fout, ‘the dls"nbu..ors of .mported pipe are J.ully = :""‘ : O o
7 o ::.3'4 capable of providrng whal.ever :echnxcal services are requ:.red 7 _ - ﬁ
‘° P 15 by THWMS, sifice the dxstr:.butors of luxported p;pQ use the cane ﬁ
= = 1" ;lndependen; se:;vice compam.es as’ are used by THIHS and’ ..h_e. : O’i - : Le ‘f
| domesc:lc p pe distubutora. They 211 refer to the same eon- N B -
S .18 sultant° when real cechnical problems ar:lse. ‘ - ' i
: S 19 e : . FLOURNOY: - '(rlltank you very much o : ! - :} c:n
. 20 T - ue uxll then.'/mcive on . to. ‘the rebu"tal on the other Q‘)—;;"; Pl ;r o
. 2L 'sije.‘;:‘;\g‘ - . C: . p e : s T ;
; ez j i BR. VAN “de WATER- 'Well, l\h:!pr chazrran, 1 a0 mos & L o e F
"23, amazed ‘w:.th the ten mlnutes taken bv he other sxde for _herr o L , |
24p response.. Hy understandmg was . thac we were £o cm:hereo to S o = B
% re:épom'i' fb » he sta..ements made by l:he o..her sl.de this rworning. S 2 : B
£ 2 I have, t:herefore, released Jr, Roscvold co go back to Los ° ‘ : _‘; : n bel
o 27 t.ngeles Pe rake care of lu.s obhoauons i:here' and the mterial "3 ﬂ}f’ ) . .
, N 'if‘j':' 28 :hac. shas ‘been given heve will requ:.re a_yritten response. ’ : S - ;_g;
R EEE MR, FwURMY} ’Hould it be in order to reIease che * B oL »
o so infomerion prauded b,v the lut 1nd1v1.dual s:.nce u: was on ti\e R . .
L -8 undetstandmg ..hat they would rebut on t:he 1nformat:.on given ’ ST 5
¢ - e 7 age = - ° e ) V B E
o ‘\G,ij e - 50 - o
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n1 earlier today? R \ - : o . . i
s ‘ VOIcI:'A S;t; ve had no access to the matern/; pre- i
, Sen';:‘ed t:oday;'_ ue asked for "he paper presented by . the other };" o o )
sxde and-were cold it was" ﬁot a publxc@ord. — e e ?
) 0 ha. VAN de mrm. Mr. Chasrman, we vere. ai.lnply cold
i would be, rebuttal to’ the staéemencs made this moming. ‘If
/\‘I don c think this report was made betveen the time we heard thnr .
g ..estimony this morni. ng and now. - N < v 5. 4 -
“ S UMRS KII.PA"‘RICK~ Hay 1 makeﬁ one’ sugges‘ti.on" Hy sugges-’ij « : |
tion is tha&. this COmu.snon shculd have nverychi.ng before ic - E
; L 11 l:hat: could be or any help to 1:. oA s}\:prt answer to Hr. © G‘ S L a
; i u) fz Van de Water -« }le ..hould be allowed tobrtp;r‘c“to youdfn re- g ° s
Y- 151 buktal on what we have presented bui there wns no way we could /ﬁ‘" . :
) e ,(;1’: rebut anychl.ng we hadal’t heard. : O R IR o ’L;f') S
L 15‘ DR, VAH de WATER: Mr. Chairman, cou1d71 respcnd to’ . .
: :ﬁi! chat‘i - chacgrhe preqencar.ions vere give-u this morning and/ Lr., P ; ) @; )
S . 37} Rostvold would noc have been rﬂleased to Souchern California if » |
) ..._13 “we knew these argmenrs would be Teceived this afl;ernoan.r : i Q: ; s R
) 7 1o T . ?LOUMOY )4 apprecrate that_ problem and. I an not 7 ' 7 |
f » e 20 about t:o get- in the m.ddle of an argunenc on good flith bad < o °§
v & 2 faﬂ:h or surprise. 1 think as & Lands Comission. we ‘are eon-" O e \\
22|l cerned” about getting the facsl in the anattex on uhz.ch to. base a e ; <
o 23 decision“ -and if there is a problem that has arisen. by this un- f . ,=,_D"7 s o
7 g ’ 24 anticipated developmen.. as far as your case before_thts Coumis- ' : st
28 sion is concerned .1 think you ‘will have ample opportunicy to : | i S
= . 28]l produce whac you wish. o ‘ - ' o - SN |
2? . I thank you apprecl.ace the’ Cou:m.ssi.on has not been . 3 - ) .
- %8l anle to read clusf report in ful and we are not about to preJu-j' ~\_ 0
o - d:u:e anybody, witc mgly or mwittingly, r think what we shmild N ’ .
= : " 50 do._ u that you bé g:.ven‘ a copy of the Teport -nd we have an e
31

e o anawer frm you as to the matenal presem;ed 50 we can ll:udy
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il chis matter. - sl : -

any ot:her 1nformal:ion the members of the Cmmission uy stipu- 3
lat:e cthey wish to have before we make a deciaion on this nntter. ’
. Let we repeat -- there is no inl:ent on_ the part of - -
any member of this Comisszon to get anything but the best o
tlu.nking anu best analysis of the problem before us prior to .

the time we come to a decision. So if you will continue in

' .that vein, ue will make avnilable to you a copy’ ‘and we will

dlscuss afterwards w‘ten it is reasonable for us to cOntinue)

o : ¥ . Q@

llt. VAN de HA'rl-x' Let u respond Mr. chairman, on

the pomts that seem~to ze to be directly on the economy discus-
sioa. N ' )

. Hr. Chairman, we did eonsider the point: which you

c]

A

[

N

'!ﬂ raised l:oward the end of the discussion this mo::ning - tbe
17 ; non-price Eactors :hat might favor the othecr. group, and the .
18 reason for making no menr.ion of such a factor in our reporc i.s
_';1.9 thal: rhe effect is miniml. Let me explain this. The i-porter
20 representatives here involved are Union Pipe, to our knowledge
21 ‘with 2’1 Caliform.a emplo;ees. ul'hat means the gentlenan uho o
2z gave the presen-acion, a secrecory, and a part-time secrecary.
23|l pipe Sales, we underecand has three or four enployees. There: s
24 \mre, it is-our understanding thac l:hese 1mporters, plus Apex
_ 251 with'no California employees. v:.rtually the only relevant im-
- 26 porter suppliers, have a toLal of no more than lok c.lifornin
27y employees'. How, *JE we are 10C% off of vhat our understanding
23 is, it vould st ll be only thirteen employees. o }‘ : 5
0 It e:s true Mr. Perrish stated this morning thot Dhe )
soff has tlu.rcy-fout ewployees, buc Hr. Perrish does - not sell pipe.

'rhe average Calit‘ornia employment of rhe eight PRI

UPIRY
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domestic aupplietsfis 116.

The :meor:er representatives pay no
known real escate taxes and also they pay no personal property
taxes because of original package shippmg. . . .

. . The mpot:er representative spoke of h;rbot fees,f bu‘i i

these go to the Port of Long Beach and Long Beach is concerned

"alone in the wexght to be given such axf mcome iten. i s

f =
5 As to the domestic suppliers - rallroad and truck . S

«llu.ppi.ng within Califotnla produce income spent and rerpcn» in .

Cali.fomia “for c:.lifornia employeca. ! 2y

Therefore, the economic report, as presented this

morning, still stands, Nunely. aiter all,. non-price competitive s '

factors are weighed agamst pure pnce diffezential and whm 2 ) o
- the aggregate economi.c faccs of the' California« economy ote con- B _ 5
sidetcd 1: is not trueihat thc lower ::orcign ‘prices. offer ony ' T
long tange gain. eu:her for the 'ﬂl'».HS operauon or the c:l.i- AR
fomia economy. : . . Ry e
o g [ -,;1.}.1 0
Obvzously. our " need in Cah‘fornia is not to take into ;. . -
account l:he issue of a claim of a $6 %11110n itenm. Comng be- . v _
fore you gentlemen for cons:.detation is a flefetence of $6 mil- ; L “A i .
11on. mis 1s not: the situstion,- as ve have detetn?ined it by o S
cateful reseatch. Our neéd in Califorma, cherefou, is to 7 ” e e
a?:ply sound and usual managctial pnnc:.ples, involving appto- ', )
ptial:e delegauon of authority. This spirit is found in ﬁ T R
T > -
Govetnor ‘Reagan's- report of March’ 15,7 1967 1n'~uhich he states: ;' Ja 8
. “The role of the State it to define broad ob éc-’ e -
_tives -+ not to form blueprints vhich locahtiea ‘ S : o
_must adop: in detail. The State shoulad perform Lo
L those functions .for which it:is. unquestionably S
“ best spited as a governmental unit; but ‘it should o A o
: ' not interfere with activities that can best be . S S
: done either by local government. or . -by privatc e ST e
N entexprise.’ ) . - S
This is the statemen: of yout Governor of Califomh., g . ;:'7_@;
1 vould state that thi.s js completely conustent uith i S . f .
:ﬂ o 7 N ) . . 1: 7 = R
- 61 - . )
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. a6 ~;it:'f.s anipil field and their sum may not get to that. They

- -

J

the suggestion made this mop:ning. Uhen a phn is adop;ed . ©

when policies which are guides to thinking are escabushed B (‘\} y
when approptxat:e pts:»ceduteu are cﬂms:.dered then senior unage-

ment leaves 1c to delegated authority in their proper realm

and in thi way 'we can assure greater effl.ciency} and not the

enomous amount of cost of extra pexrsonnel having to be ‘called:

e s AN

7 in te, make 1:\vest:1gations and;,study for the Commission icself .

8 in- place of the decisions riade by delegated authortty an B ‘ .

) where prompt action can be taken. - = !

10 “MR. BZRGEN: Gentlemen, the statement has been made - A
ujf (ﬁi\\ nen:her the City nor THWMS h;:\ any £1n;\c181 interest in » .

. \ G
12 v is operation. The.city of Long Beach owns in its cwn right
13 land that is in the upl.i‘ﬁds. 'l‘hey expect to have some $10

1z million out of it.’ . Although thete are t:hese flxednpaymencs,

26} ° don't know this for sure. Anything can happen. This is in
17 \; the prelminary developmen; stage arid’ you know lots of thx.nga . o
181" can happen, even in a fine field like :Et:i? Moreover, as .
1) ‘thei::; top linit is $250 million, bthey have a -very vital inter-

201 est in this field, _ They have a definite ptospecc of running a

[l

21 good, sound operatlon. Moreovexr, they are you: truateq. They
22 . are obligatéd by law to behave as a\cruscee, and 1 might say
25 ~they-have acted very, very well in your interests .through the

24 years. The Cicy of l.ong Be;ch has done a finé job for the

25 State. They deserve- your ttust and they do have your- ﬁn.n- fi} - 2
26 %&al interest at heart. o R R (T N
37% °* On THWS -« they just cast them aside, when they : "

28 have a 4357. profit interest m the tidelands portion of this’

@9  tract and it is estmated thac is $100 million. They are not- °°

SOH  about to chrow :h:u. down che drain. You are - ned in, iottu-

31 nately, with people who have the long range econonic interest
:’b .

V{ o <« >
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_ 1| of this field at heart.. : = 0s . o

25 1t has been charged that the steel” companies collude. - "
A 3 éwé have good anti-trusc lsWSﬁin this country and have vi(/;ous : .
4| enforcement g-Nand I think. the suggesgion is-highly improper. .
° B - . They talic about maximum economic recovery -- and 1 ;
, O} think Mr. Kilpatfick's zxpression was ' from diilling." Actu- '
7} ally,it is maximum economic tecovery of oil and gas. It i!%l; ) ‘ o
: ‘8l wasce concept. You are to get ‘the most out of “the - ground andf
© 94 not waste-it. In fact, thete was a ruling in perhaps '59 by . -
f’ » 193 then ntzorney Genotal Brown that this language«yad reference
) 11§ to consgrvation; It did not have reference tohgettin; into the .
° 12§ cost of doing busxness. This language in the atotute hls v ' 7
.- I & tef!re1ce only to consetvation ‘matters, to preventing waste .53 o f -
' ; 14l getting che most 011 out o: the gtound. ) 3
RS L] ' They say it is part of a plan. 1In fact, this order.
éﬁlg: is an anomaly It is not patt of a plan.A ln the €7 plan, in Lo
1? nove “of them, is this order in question 1ncluded lt is a com=
18 plete anomaly, in which the State Lands Commission decided they . %
15 uete not going to let the City and THW®S know how to operate an - o
20. Ol‘\fleld and they took it upon themselves. In my judgment it . s L
o wéli is quite clear. I‘will-sybmit~btiofs if desired, but I am per- '
22|l fectly willing to rely upon the opinionsfoﬁ;yout Attorney General
23|l There is no question about this. It is;on:the recOt&? iF io'j s o 'ﬁ
24 ‘

fact; the law is clear.

¢

4 ¢

] - It has been asserted that these cowpanies in their own
9 ce operaéionsabuy foreign pipé.' Sure, they buy sone pipo4ond
27|l abroad they buy a greot deal of it; but it is their policy in:
28 domestic oil operations to buy domestic-pipe, There aie exoop-

29 tions - - but it is their policy to do this. There are good

1

busxness ‘Teasons fo: doing this. They are not throuing thoir : L °

T U3 SR

money gway.: They can't sutVive without all the setv;ces and . B

<
a K

i
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" to pay the price. Some dayryou,may'be:phut down.: You take

'pecencly -~- We can -Very setiously ‘say that economlcally thia°1a

~tainly, you shouldn't order thén to do anything.

-have ‘a good unit operator -- and let them run this oil field

produces the gteel industry gives them; arid the State ‘of Coli- o
fornia shouldn t in an operation o this nature be an exception

to es;abllshed_bUSLness procedures, Already the foreign put-

chasing pdiicy is stattfﬁﬁ to haye an effect or this operation.

You have $€75,000 worth of iﬁvencbty.f They say, "Oh, this is

unique,”. ue can get that down,” but the fact is-you run an

¢}

operation 11ke thisg ‘dependent upon foreign supplies, you are . »®
going ta have inventory; you are gotnvfco have problems. | § '
you want tcsgo it thac way, face wp to the fact you are gozng

= “ s

your cho;ce.

B

1 am auchorlzed to say one€ producet figures his cosc

aof 1nven:ory at 15,67 more than the’ toLal pr1ce here. These B : -

companies are getting tig service essenckgl to them also fro-

the steel companies, They should tecognxze it and>they should - -

appreciate it. . oL T 335
angiiy, 1 will say in supmary that we feel very -7 % - P

strongly that the economics favot domestic 1rdustty. COn51deted o

what the City .and THUNS should do with your concuttence.iff\t- Se o ,

He aren trasking you to order domestic purchases.

You have got a good contractor; you have a good trustee; you

the way 1t ghould be run. - o ' B ' k T
Gov. chu 1'd like t<: ask Mr. seigen and Mr.
Kllpacrick if chey £ee1 within a perzod ot cﬁo weeks they: could o » ;‘é
provide us with briefs. I, for one, uithoat trygng to restrict Ty )
the scope of the briefs, have about chree~areaslof;:::jfeal - roe = %

concern and the issues seem to be joined in the re

= - 6h - :
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performance level or interest level of the Cxty of Leong Béach
and THUMS, There_/ﬁems to be a clear-cut conflxct/there. 1
haven't “5een evxdence that satisfies me oﬁé way or “the o.her.
I think there is a question as to whether THUHB has performed
sacxsfactorily. . o U . )

I would like a new brief from the Attotney General,
updating the Brown opinion, and I would like the members of the
THUMS coﬂsortium to go as far ac they choose to 80, indicating
what their interests are in Japan particularly and other coun-
tties in tée Pacifxc basin, going ce the question of wﬁethcr or

not they will necessarily -- though :hey are accing in their owmn

_'selﬁ interest, qpxch.presgmablyithey are -- if :hey were giveni

the right, turn to domestic suppliers.

I don'c want to hear, as £5x as I am concerned, any-

o

thing more about the Japanese busi;egs:practicesf »T think 7o

that is irrelevant.

I ;m satisfied about the dollar question, but these
are the areas I am concerned with. I am not tryingcio lay down
'h°-scope of the brief; but I, for one wotiid like to see _these

before the next meeting and I'd like to have enough time so we

can thoroughlv satisfy ourselves xn these matters,

Is two weeks or eighceen or twenty days a sufficient

D

time o meet these que;tiong? : , .

‘- MR. KILPATRICK' Ifcyou:will give us twenty di}s wi
wouid like 1t but we will meet whatever time, you suggest.

HR. SMITH: I have one gquestion that may be resolved

before the next time we meet. ,1f that resolution\;;g\passed

with the understanding that pipe and other products would be

| purchased from Japan, because they had a lower price and it

. resuited xn a gteater net profit on the,part of: THUHS and there-

fore resulcwd in a.great recurn to the State - if that

-65- 0= oo

o
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il it be replaced at ‘all? - . : . _ S

o

4 L - &
2 Y . - 9o
. . o W
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resolution were rescinded - what other controls ox’ yards:icks

R

in a broader sense coul.d be exex? :ised by the State Lands Divi.-”
sion, so that we would be able to detem ne- m t:he Cowmmis stouré?::’ff

whether or mot .theszState is rece:.v:mg maxmun ‘return on the
\\\

economic ujse and development: of its ptoducts" \\\\\‘ )

dn other words, if this resolution dealt with a de- \i\
tail of purchas:i.ng and had an impact on profic, it is obwious : o \ s
that many other resolutions could be developed in many othe: \

areas of wpp‘].es and equlpment. It could even get inco sala-

5 =

ov
o
)

,ries and even into an encroachment on THWRS as a free enterprise.

‘> gince that does not seem desirable in a free -enter-.

prise sysicem, what yard sticks can the State Lands 60m1§sion =
and the State of California use to measure pe;fo’rménce’ on the
part of THUMS, so that the State will receive Cmaximun return?

MR, HGRTIG: 1 believe, Hr. Chairman, if 1 may :espond . -
I think this should be a report on this subject to the Coumis-
sion. Answe;:ing Mr. Smith's question should be the responsi-
bilicy of "g:hersl::'ate Lands Division and the Attorney General's
Office. So we would submit such a report for your review,. con-
currently with thé briefs- that you are to receive.

MR. SMITH: - The reason 1 asked that question is be- P S
cause we are confronted ;!ith‘ making a decision either to con- ' » »
tinue the fés,olution or to rescind 1c or change it; and a great . 7"7
deal of it revolves around one point, and that is the retutil c 7 .
thac the State of California is receiving on the ecoﬁomic develr- _
opmenr. of its property. Consequently, with these alte;naéives .0 R
in the decision tha.. the Commission must make, if the resolu- '
tion were resc:.nded and that resolution did have an implc!: on

that: profit,- what are our yatdst:.cks of measurement.? What is

our control Hhe‘.: can ve do' what could replace it, . or should ‘4 ' o

N
-
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MR, rmmmov- I think that would be worth while. o™

o

< On the question of timing, after making a check on

the calendar, 1 wonder. if we could have these reports in- ou:

hands by the 15ch of !fiay" That's Honday. It's close to \:venty

days,

ed on the 25th of May, to have ic in our hands.

o

I'd like to go again 1m:o the third pozm: t:bal: you

wént, so we clearly understand uhat5 I.m.omatiqn Mr. Bergen and
Hr. Ki*léacrick are going to ad_dréss thewselves:- to in this

regard. , ) L :
COV. FINCH: I don't want to put it into an inter- -
: __rogatory. ) - , ) C

: un.‘ SHITH: There was one point that should be ’

clax:z.f:.ed for the next meeting, and that is -- it: has been E

N

: sa:.d that thu THRS company made the, dec:.s:.on to putchase “this

pipe domesftically since it didn't’ l_;ave oo much of a bearing
incofar as their participation is concerned, and the City of

Long Beach the ceme -- making it sound as though purchasing.

- domestic pipe would mot be a nomalﬁpractii:eroﬁ a petroleun -

company. I i.h:.nl\ Mr. Bexrgen 1ndicated that was not true and

thac purcha ing domestic plpe 15 a _normal ptacnce. 1 wonder

if chere is_any way we could get apeczfic v)formauon on that.

K hR FLOURNOY : I think maybe our staff could produce

a e &

that information without t:oo much difficulcy. -

MR, Sbil'l'ﬂ" Yes (l\- regarding the normalyzpraértfce ofs

- a petroleum company or campam.es. ,

MR, FLOURHOY: And your three po:l.nts bas:.c&lly,
wexe which? -

GOV FINCH: I take it we w:.ll ask from the Attorney

. General l:he legal role of the Commission.

(a]

© MR ABBOIT You ULll get it in twent: /days. )

- 67 -

but it gives-us l:én days before ‘the next meeting, schedul-
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_ miomat:.on as to their petfomance to date.

R I - L

/
Jeere not faced with the competitive bid situation, in view of~

O
¢

ﬁ
ir

GOV. FINCH: T am deeply troubled by the guestion of -
incentive on the part of THBIS and the\c}ty of Long Beach with
regard to perfomance, which is a questl.on\between the two of

you.- I am not satisfied either way on that $4sue. I think ~ .

~there is some quesl::l.on about it. We have given a sort of

1ndependem: contracror 'S status to THUMS. Maybe we need some s

, MR. KILPATRICK: Mr. Finch, could I make one sugges=’
ta on at that pomi." The calendar indicates the Cmmiss:.ou has -
‘been using sthe services of DeGolyer & tiacNaughton as consul:ants.
They could 31\7& you from the economic point of v:l.ev, 1 think -~

1 am guessing -- but 1 think the v could give you an excellent

. answer as to the pos:.*mn of 'mms and the City as far as the

responsxbxhty of costs are ‘concerned; that is, whether increase" .

“in cost:s affect., themn.

/ Gov, I‘INCH- Then, as I say, it seems to me 1 just
canft assume that it is going aga1nsc the best interests, sel.f

va
1/n:erests of all these companies and \.he consortium, if they

their inierests abroad, to\ln many cases go abroad for this
pipe. ,Now, they all have.a good many 1ntetescs, parncul;rly :
in Japan -- at least severgl of them to my ‘certain ‘l;novledgé -
and I think 1'd like to see some morer evidence on that mattex;'.
MR. FLOURNOY: From them? = q o

FIHCH' Yes: Those are three things -- and any-

thing else they want to bring up. v ) o 5

HI!. FLOURWOY : Do you want to direct that !:o these -

‘ 1ndw:.duals or to the members of THUK iS directly? _ e
~Gov. FINCH: No -- to thnese individuals. -1 think

thac covers it. - sl T 7 S
TR FLOURNOY° 1Is there anything else that we would -

o

N
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‘rebuttal this afternoon.

°

like to have as a part of our burgeoning record prior to the -

next meeting? - [ 8 .

MR. HORTIG: l-ir. Chairman, rhere was the discuss:.on of

making a copy .of the report available that was presented in

o

=< MR. FLOURMOY: Yes. Hell, we are goi ng to’ make that

and 1 would hope you would comply, if possible, with the same
" kind of deadline -~ the 15!:h of tiay. = )

MR. HORTIG: Might there also be the counter part --

that a copy of Dr. Van de Water's report be made available?

MR, FLOURNOY:  Sure.
GOV. FINCH: A,l];c\:f these are public ;ecérds.
MR. FIDURNOY Aren't they marters of pubiic record?
IR, HORTIG: ‘They are in varfous classifications.
GOV. FINCH: Can'c we stipulate that everythingt:hat
has ‘been introduced today is a matter of publi.c -record?
MR. HORTIG: We can. _ )
N DR. VAN de WATER: Mr. Chal.mau, I cannot spcak for
Dr., - Rostvold arid Dr. Knapp in terms of the time, thut 1 will

mmedlal:ely contact them. L ' sl

| 1R. FLOURNOY: LIE there is any problem, let us know.
What T ca:u! .- I thought it was all settled that they would. get
a copy; and 1 want a copy, and vice versa.

- Anyching else? , - o ° N
cov FINCH: 1 think I 'should speak for the Commission
by s.aymg tha: we came here today prepated to vorte, 1 think -
due to the solldu:y of the caseseptesented at least my mind

has been Tvesolved on one or l:uo poincts, and unless there should

. be anything extraordmary we want- to get this mattet dx.sposed
> of} and I euggest that it would be the Iirst item“on the next ’

" meeting, Mr. Hortig, and let's ger it out of the way then. ’

- €9 - .
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MR, FLOURNOY: I would further advise it would not
be our intention at the next meetxng to hear witnesses. When
we get the mater1a‘ we have asked for, I think we w111 have an

opportunlty ro geu together and in our own_ m;nds will have given

'tuxs thought before the,Comm1551on meecing. He may have a state-

rent to make individually or.coliectiVely, and will then proceed

- to act in some uay.

Let me further say, cer:axnly speaking for myself

and ‘I am sure for the other membirs of the Commission, we’

“appreciate the time and attention that has been giver to chis

proble& by the various®people who have come to testify before
us. 1 think it has been an enlightening session for me and 1

o ) . 2
wish to express my thanks to those who have come here to assist

©

—therdelibetations of the Commission in ﬁhié matter.,

o

I understand the only other matter on thekagenda is
the next meeting, which we have set for the 25th of May, which
L assume will be someplace around here, and due notification

will be given.

o

\

Hith that, the meeting is adjourned.

D (
. (;—c

-  ADJOURNED=Z:55 P.M.
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