A specisl mesting of 'bhe State Lands Commission was held in Room 11% Staie
Building, Los Angeles 12, California, on Fridsy, Jamary 8, 1954, at 10 a.ng
Chairman Robert C. Xirkwood presiding.

Preasent: ZRobsrt {. Kirkwood, Chalvman
Rarold J. Powers, Member
John M. Peirce, Member

Stafl Members in Attendancs:
Bafus W. Puknam, Execaitdive Officer
J. Stuart Watson, Assistant Executive Officer
F. J. Horiig, Mineral Resources Enginesr
Juiia T. Stehl, Sacretary

Others in Attendance and Making Appearances:

Everett W. Mattoen, Assistant Attorney Gereral

&. Ca mtm, Chﬁ:‘m, Public M& thmg
Weztarn 011 and Cas Associstion

%« ¥oromy, Sscretary, Public Lands Comeittes,
Westorn 011 and Gax Aszsociation

Vern B. Thomas, District Attornsy, Santz Barbara County

We Do MeKey, rerprasentirg comrercial and industrial intsrests
in comection with matural gay and electric matters.

C. A. Bauer, Cily Attormey, fiby of Huntingion Beazh

A. H, Walker, Coordinater, Senats Interim Commiitse on 041
and Gus Development on State Lands

Notices of this puviic meeting had beex sent to all interestsd pariles, a
large numbar of whom attendsd the meetlng, but whe did mnot make stavements.

Mr. Kirkwood explained that the seeting was called pursusxt Yo a request of
the Senste Interin Committes on (11 and Gas Development on State Dands for
conaideration of a statement by the Commission as to what its position would
be with reference to proposed legislation on oil leases on State lands, and
as to chinges in policy comcerning those lapsss,

in uprder {0 make the history on this a matter of rscord, Mr. Xirkwood went
on to explain that somelime back, aftsr & hearing at which Mr, HMattoon and
representatives of the Westarn 0Ll =nd Gas Associabicn appearad, a requssd
was mads that interested parties present to the Stzte Iands Comirigsion, in
corgrete form, their suggestione am ¢ nev policles on oil leasss on State
Iands, In pesponss o this reguest, materdsl was presented to the Compis-
sion on October 27, 1953, by the wastam M1 andt Cas Aszociztion, which
materdal had been vider advisement since ihat time. The current meeildng was
being held to hear arguments and sugysstions, axd to 3ee what recozmendations
the Commission shonld make to the Iegisiature through bhe Semate Tnterim Come
mitee, It was T8lb thed those on the Comnission had some rvosponsiblility as
far as making recommundations %o the Legisisture 1s comcerned, but it ws
alse recognizaed that many of the points suggeated are matters purely for
legislstive determination; howewsr, Iif ths Commission is %0 deal an n Come
ﬁaﬁg :g wm oil ha&as on State lands, then certain &dseretion should
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Colorel Putr_s reported that a persomsl letter had been received from Senator
Cunningham, in shich he submitted his personal ideaz as to ¥he type of lepise
Jatior he telt would be appropriate for ccnsidsration at 3 Budget Sesaclon.
Colonel Putnam also submitied & lstter which Senator Cunningham had recoived
frem the Legisiative Counsel on ths question of whather or not legislation on
oil leasing matters would be sppropriate to be considered at the Budgel Sca-
sion,

Hr, W, Do MeEay, represenbing 8 group of commercial and industrial interests
in cormection with netural gas and electrdic matters, after asking some quesw-
tions relating to thw availability to his group of documents in this case.
indicated that he dif met wish to make & formal presentation.

&% the request of Mr. Kirkwood, Colonel Puitnam then resd the following report
and recommendation mede by the Staff to the State Lands Commisaion:

#:S.R. 109, SENATE INTERIM COMMITTER ON OIL AND GAS TEVELOPMENT ON STATE
IANDS - Wu0. 1473.) From tims to tine the matter of legislation 4o change
tha law with respect to issuance of il and gas leanss cu: State lande his
baen dszussed with the Commission. (See mimites of mesting of iy 2,
1953, Puge 1839; of meeting of October 27, 1953, Pages 91‘) 30 19213 and
of meeting of December 17, 1953, Pages 1926 and 1327.)

“The first policy matter that the Comdaxion might wish to determins is
vhetrs it sheuld meke ary recommendation to the Sepats Interdm Comdttes
or: 041 and Oas Develépment on State Lands, and to the legislature, with
respact to possibls changes in the provisions for Jleasing State oil and
gas lands.

¥If the datermimaticn is in ihe affirmative to the Iirst quesiion, the
guestion then arizes: Shkould the present law, which prohibits the ismsance
of ¢il and gse leaves except where there is dralnags or a threat of deain.
age, be amended 3o permit issuance of so-called wildeat leases? This
question could be answered in several ways, among vhich ave:

{3} & winimm amount of legisiation to change Section 6872 of the
Eablic Resourcss Cods by striking the clause “znd mxy bs o
are being draired by means of wells on adjacent Iand®, thue
maidng it possible for the State Lands Coesxission to lasve
lsassg at its diseretion witho:t the drainage recuivemant.
This nindirmm in the statutes would require the xepesl
of Section 6B873{&) in crder that the lesse form woild bu con-
sistent with the chiager in Secﬁcn 6872, {See Exhibit MA¥
vhich £ollowa.}

Amerl drestdcally the Public Ra2acurces Code, as has besn suge

geated Dy the Wastern (41 and Gas Association, wheredy

mectically all provistons af the procedure and lesse form

would becces ctatutory, with oo Beacrelion in the Comsdssdon

to datemine (2) which areas shall be isessed, (b} vhat the

qzmli%cat%:m of the succssaful bidder shall be, or {c) th»
TR
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7% is understesd that Senator Cunrdirngham has rsceived an opinion from q
the Logislative Coungel that an amendment 4o the Public Reaourvces Cods

¥ith respect to the issuence of oil and gas lsases on State Lands comes

within the purview of the Budget Session of ths Lsgislature. E

"While the Staff is in favoy of recommending alternative (1) abows at the
appropriaste tins, the status of litigation attacking the constitutienmality
of Public Law )las 24 Session, 55th Congress, by the states of Arkansss,
Algbams, and Fhods . sland, has complicated the tidslunds ieasing progran,
&5 leaat from the point of view of ths State of California. ZThis condi~
ilon males 1t inadvisabie to recommend legislative changes at this Lims,

2IX is thereiors the conciusion of the Commission's Staff thet the State
Isvds Commission snould prcosed with cauntion in recomsmending changes in
the law for issusnes of State 01l and gas leases. In this way the Come
mission vould be in a much better position 4o determine, pefore the 1956
regular sesaicn, whether to recommsnd that the Public Rescurces Codd
should or ~hould not be drastically amended.

o TT IS THEREFORE SBOMMENIED THAT THE COMMISSIY iUTHORIZE THE FRESENTA~

PION TO THE SERATE INTERTM COMMINIEE ON OIL SHD GAS IEVELOPMEMY ON STATS

B LANDS, AMD TCTHE IEGISLATURE AT THE BUDGET SESSION, THE RECOMMERTATION

o THAT NO CHANGES BE MAIE IN THE STATUTES (PUBLIC RESCURCES COILE) WITH
RESPECT 70 TR STATE OIL AND GAS IBASING FOLICE."

EBXHIBIT AR

*§ 6872. Circumstances authorisirg isases, Whenevsr it appesrs to the
commisyion that oil or gas daposits are known or heliswad to be contaimed .
in any such Jands and may bo o2 4 Medsg fecdned by means of wodls upem
adjecens lands, the comdssion shall thersipon be suthorized snd espoiared
mlﬁuawmhm, sither as a tract or in parcele of :uch sise and
gpa #s the comuizsion shall determine, for the production of oil and gas

refron.

%% 5873, Porm of lease: Prepsration: Contents. 7The sommission shall

prepars & form of lsase wbich shall contsin, in addition to cther provie

sions deemsd dssirabls and mecsssary by the coasissiony appropriate :
provisiora contained in thias chepler and the followings i

B{n) Eanh ok dzbiled pursusnt 46 the Serns of dhe lesse shadd be drilled |
axdy xpon CE3ld lande oy shalk be sdant dvidled foem en wplusd #® dittewsd s
mmum&ma&mﬁms&mmwwm
ssvaped by Lhe Joarey oF shadl B GRlied o shand dxidiad be and inke tie
sobgursass of thde ep submewged Jandi sevepsd by b leusey Fram a dviii
sibe lueatod vpom any pier heratokive cansiminicd Fer driiling puvpoces
M&thwwm #ny shie o pulnsrged Jande Ercarthed
Wmmmmmmmmamwm
f Chapdep %mmm&,mmmwumw“w
m&-m; 3 hiu;::‘ @’&m ;
y & w ans akd CUNER Saw S NMEy |
Q sudionnes shoaik be Wwmehﬁswwm%tm
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Aunds oF wpiamday O3 Bpen any pier heretelors senstyueind and avabkishio
fer push drikiding upen say 4hde e» submarped iamds deseribed in any valid
exiaiing 1e3s9 hopatefere issied pursuant e Yhe previctens of Chapieow
303y Ssatutze of 153%y as amendedy and &) surfaes epsvatiens chakdk b
sendveiod Shorelrony

i {a) Pollution an. contaumination of th2 ocean and tidelands ard all
impairment of and interference with bathing, fishing or navigation in the
vaters of the ocean or any bay or inlet thereof is prohibitzd, and no oil,
tar, residuary product of 61l or ary refuse of any kind from any well or
works shail be permitted to be depusited on or pass into the waters of the
OCS¥n OF any DAy o inmiel thersol. ’

“fe3 (b) Impairmint of or interference withk developed shoic line recrea~
tiongl areas or residential arsss is prohibited.®

Mr, Kiriwood then asked if anyone wished to question Colomel Pufwim, bt
mm wore no mﬂao 7

Upoa a question by Mr. Kirkwood as io whether the situatdon should be allowed
o remain in status guo us far as lagislative action is cumcermed; Colonel
Puinem indicated that uniil the picimre on litigation {referring to the suits
by brkanaas, Alabame, and Rhode Island, as well ss thoss by applicsnts for
Podaral leases) is more clear; status oud should be maintainsd as to the Come
mission!s cwn cperaticns and a8 to its laglslative powers.

Colonel Futnam reported that the Staff of the Commission had done its best
to build up good reasons why thers ghould be speciul legislation at the
Budget Session, but could nmot do sop therefore; not beirg able Jo defand 2
requeat for legislution ab this particular session, he could not recommend
anyg.

Mr, Matial took a contrury view with respoct to the Statets position in the
netional picture and in the defepse of its tidslands against atteck by vther
Stateg or the Federal Givernngnt, and thought Californie shiuld change the
lawe zo that there zan be active parbticipation in the dsvelopment of ths tids-
lands by the Stats,

To & question by Mr. Kirkwood as to whethsy thare had been complete lack of
issuarcs of new leases, Mr, Matisi repliad that they can only be issued in
Califorria where thers is drainage, and that develorment taking placs in
Iouisiana, Texas, and slsewhers is cutstrippirg anything in Californiz. He
thinks Californis ia lacking. It was pointed oub by Colonel Putnim that the
Commission hag issued new lesses in the past Lew yésrs, and that four or five
new wells are coming in monthly, o thal cperstions in Cslifornia are ot ad

& &mﬁ&lg

Mre Mattel stated that the recommendations made to the Senate Inbterim Uoomsit-~

tee wers such as could be supporied by the entize industry, in so far ss ithey

were abls o determine. He thought ihs propesals being mde by the Commism

elonts Stafl at this meeling would not be asceptablie te the entims industey,

g& afwmxom would end in there baing ro legislatios enszated nt the Budgot
ssion.
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On Point {2) of the Staffls proposals to the Comission, Mr. Mattel thought
that the provisions in the leass forms should ve statutory, as there are
very important factors involved where the Legislature shonld determine the
policy. He &id not thirk the Commission shculd have the right to fix the
royaity rate; that it showid be fixed by law; also qualifications of bidders
should not be determined by the Commission. There should be a definite
limit as to the amount of acreage taat should be put in amy ope leass, a
fairly large block as a maximam, with a certain minimum, depending upoz coni-
ditions.

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

Colonel Putnam brought out that if the Commission's hands wo 4 bs so tiad
by legislation that it would lose a1l diseretion, all items would have %o he
rejected, and recommended against taking up policy questions at the Budge?
Session, as they probably would net come within the Leglslative founsel's
opinion as being suitable for consideration at the Budget Seasion.

Mr. Hortig of the Staff of the State Lands Commizsion then reviewed the com-
ments of the Western 0il and Gas Association on Sections 6804, 6805, 6827
(two parts), and 6373(a) of the Public Resources Code, as outlined in the
Associationls repwrt of Cotober 27, 1953, and these were discussed in detail.

Section 680l Mr, Mattsi indteated that discretion should not be in the

Commiasion on assignment of leases, Zeeling that it wouid be protected hy
its right to recourse to the courts.

Section %ﬁ: The changes tc thia section, as proposed by the Western 011
. s Azsociation, would place further restrictions on the Commission's
dlacretion in effecting notices of intention to cumcel a lsase. Colonel
Pubnams indicated that he could not ses where thase changes would add any
revarme to the State, and therefore probebly should not be considered at
the Budget Session of the Leglslatura.

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

The royality rates xxd cash bonos bidding wers thon diacussed. Ths Stalf of
the Commiszion believes it should be up $0 the Comdssion to determing the
basis for royaliiss. The Weatern (i1 and Gas Lssosiztion submitted that the
royalty rate on unproved lands should be reduced o 123%, with the lesse to
be awarded Lo the bidder offering the highest cash bomis.

Section 6675532: The Staffts chjection 4o the proposed changes is that the
migaion is not piven diserstion as to approval or disepproval of Lhe locsw

tion of strunturez. The guesiion cams wp a8 to whather the Commission would
be reguired ¢o sit as & soning comdssion, with M, Matiel indicating that
that spprosck should be considered: Ke then ssked for permdiszion to work
with the Staff on th.s.
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Mr, Mattoon reported that the atiitude taicen by the United States st the
tinz the Arkansas State case was filed sppeared to indicate a desire 4o
preserve the status quo, and that the United States clid nob have obj2ctions
to the leasing policies of the State. There was general discussion of
Publis Law 212,

¥Mr. Vern Thomas, District Attorney for Santa Barbara County, appearsd and
asked that the loeal commnities concermed be gi—wan an opportunity-to advise
of thelr desires and wishes on oil leasing preblems and policies, He indi-
cated that although the Commission, under existing law, clearly has exclusive
Jurisdiction over tldelands, therse should be some planning at State level to
protect the interests of the local commumnities, especiaily in ithose certala
segtors which have placed their stake in values other than industrislization
of coastal waters.

Mr. Co As Bauer, City Attormey of the City of Huntington Beach, appeared and
requested that the interests of that commnity be protected, stating that he
feit the local people should have some voles to make thedr wishes knowm, and
should be kept in mind relative to changes or legislation affecting tide-
lands, He suggested that before leasing was adveriised or bids opemed, a
hearing be held and local interssts given an opportunity to be heaxd,

Mr, A. H. Walker, Coordimator for the Semate Interim Committes, indicated
that that Commities will be interested in any determination made by the

~ Commission. It is his thought that the enbire problem zhould e evaluated

carefully, and a thorough job dons, before the matter iz presented to the -
legislature. He also referred to the possibility of eliminating eyesores,
resulting from drilling operations, by the use of landscaping, so that while -
the local commnities’ interests would be protected the State could benefit
from reverue.

~ UPOYN MOTION IULY MADE AND UNANIMOUSLY CARRIED, THE QUESTION OF A STATEMENT

AS O THE POSITION OF THE COMMISSION WITH REFERENCE TO PROPOSED IEGISLATION
ON OIL LEASES ON STATE LANDS, AND AS TO GHANGES IN POLICZ CONGWI@ THOSE
LEASES, VAS TAKEN UNDER SURMISSICH, .

The mesting was adjourned at 11.55 8.

RUFUS W. PULNAN -
BExecutive Officer



