32. (S.R. 109, SEMATE INTERIM COMMITTEE ON OIL AND GAS DEVEIOPMENT ON STAIE
LANDS - W.0. 1473.) In conjunction with participetion in hearings held by
the Senate Interim Comittee on 0il and Gas Development on State Iunds, the
Staff have partiecipated in conferences with the Public Lands Camittee of the
Western 0il and Gas Association relative to proposed amendments to Division 6,
Public Resources (ode as they concern oil and gas leases on State lands.

A full presentation of statutory changes desired by the Western Cil and Gas
Association was presented to the Senate Interim Commitiee at hearings held in
Los Angeles October 9, 1953, and San Francisto on October 23, 1953. After the
October 2 presentation, the Executive Officer of the State Lands Commission
reported to the Commiitlee as follows:

"In proceedings of this character the Division of State Lands is auvthordged
to assemble and present factual material, but we cannot spask for the State
Lands Commission wikthout specific authority when it comes to making derinite
recomwendations for chinges in legislation. In this instance we have no such
authority and cannot have until we have made further study of the proposals
that have been made to you here today and those that may be presented at
future hearings, reported our conclusions and recommendations to the State
Lands Coemission, and received instructions from that tody.

"It is my personal opinion that the Western 0il and Gas Association's commit-
tee has made suggestions that may be of substantial benefit to the oil indus-
try; whather the State would benefit is another matier. This Western 0il and
Gan Asscciation commitice has rewritten practically ail of the impertant
sentions of Chapter 3 of Part 2 of Division 6 of the Public Resources Code,
and in so doing is proposisig an entirely new system of adminisiration of oil
and gas on jands owned by the State of California. We are not preparsd at
this time to accept mich & sweeping change; certainly the State Zands Commis-
sion expects my staff to scrubtinize it closely and evaluate it cerefuliy beftxre
we recommend to them any ¢ourse of action,

YAs Mr. Mattei has said, we have agreed that sciw of the sugzestions are of
such a nature that we can racamuend their favorsble consideration. In general
they are of mingr importancs. The provisions on which we disagres are those
which would effecluate the radical changes previcusly mentioned.

®It iz my suggestion th b after you compleie your hearing in San Francisco we
will roview the suggestions received;, aud as soon as practiceble cbtain in-
strections from the State Lands Commission as to what to recommerd to you. If
that is sgreecsbls we will proceed accordingly.?

Bazically, the proposals of ths Western 011 and Oas Assoclation would result
in the following:

1. Hzke offerz of oil and gss leases on all classes of State lands
under the Jurisdiction ¢f the Siate Isnde Commission msndatory
upen receipt of applications from unlimited applizants qualified
only as it sitiszenship: or, allernsiively, lvasss souwld bs olfersd
by the Gomnission upon its determinstion that such nffer would be
in the best intereats of the Stata.
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2. Place administrative detail relative to leasing procedures and
lease fterms in the statutes; e.g.:

2. Quitslaim of part or of an =ntire lease at the sole dis-
credion of the lessee:l

b, Assignmwnt of a lezss te 2 thid sarty, with no qualifi-
cation requirement for the assignee beyond citizenships

c. Lease cancellation for default possible only through
initiation of action in Superior Court.

3. Eliminate any discretionary authority in the Commission relating to
oil and gas leases; e.g.2

a. Specification of qualifications for a lesses relating to
ability to perfom;

b. Service of Notice of Intention by the Commission to cancel
8 lease for failure to perform in accordance with the
lease terms and conditions;

¢~ Approval cf the speci.fic' locaticn #f any fills or structures
to be placed on State-leased lands as drilling locations;

d. Control over extent of areas to be leased in any given period
of time.
L. Make acceptance of royelty bids at a fixed specified royalty rate
and cash bonus mandatory.

It should be noted that in the discussions with the United States Department
of Justice culminating in the form of Operating Stipuilation discussed hereto-
fore, one of the facters upon which the Departmeni of Justice concurred as to
the degirability of such a Stipulation was the condition that existing State
0il and gas leasing laws would bs continued without substantive amendment
during the period of the Stipulation.

At the meeting of October 23, 1953, the Chairman of the Senate Interim Come
mittee set the next committee meeting date as Jamwary 15, 195hL, and requested
that the recommendations of the State Lands Commission relative to the pro-
posed statutory changes wnder consideration be reported at that time.

A copy of the amendments to Division § of the Public Rescurces Code, as pro-
posed by the Western 01l and Gas Association, was submitted for consideration
by the Commissiorn and determinatioen of instructions to the Executive 0fficar
a3 tn action to bs tsken and recommendations to be made to the Sensts Interim
Committen on Oil and Gas Dovelopment on State Lands ot ths meeting scheduled
for Janusry 15, 195k,

}3 1320




Mr. Tom Moroney of the Honolulu 0il Corporation, representing Mr. A. C. Matied,
Chairman of the Public Lands Committee of the Western 0il and Gzs Association,
submitted a mimeographed statement on behalf of the Association, giving g
record of the actions of the Public Lands Committee up to the present time,
and asked that a meeting ba held prior to the Senate Interim Committee meeb-
ing scheduled for Janwary 15, 1954, for further discussion. The mimeographed
statement has been made a part of the records of the State Lands Commission,
under Work Order 1473,

Action on this item waz deferred. It was decided, however, that a public
hearing should be held, probably the latter part of December, at which time
the industry would have an opportuniity to be heard.

33. (OPERATING STIPULATION, CIL AND GAS LEASES OF COASTAL TIDE AND SURMERGED
LIANDS, U. S. DEPARTMENT OF JUSTICE - W.0. 721.)

A form of Stipulation, covering operations under Siate oil and gas leases on
coastal tide and submerged lands, developed in conferences betwsen the United
States Department of Justice and the Attornsy General of Galifornia; has been
submitted to the State lands Commission for concurrencs.

Adoption of the subject Stipulation iy considered desirable to assure opera-
tions on existing oil and gas leases in coastal tide and submerged lands wodkr
State manegement. The form of Stipulation offered for concurrence would.
effectively continue all provisions of the Operatinmg Stipulation in effect
heretofore, which expired Ociober 1, 1953, with the exceptions that full
lease management would now be in the Sitshe and there wald be no reserved
rights in any Federal agency as {0 new le«oc S3suances or similar matters.
New leases are to be issued pursvant to Siate law. Royzlty collections on or
after January 1, 1553, would be impounded in a trust fund with the State
Treasurer. Prior collections would remain impounded ay provided in the Stipu-
Jations heretofore in effsct.

UPON KOTION DULY MADE AND UNANIMOUSIY CARRTED, IT WAS RESOLVED AS FOLLOWS:

The Comnission concurs with the execution of a Stipulation by
the Attorney Genersl, substantially in the form which follows,
relating to oil and gas operations on coastel tide and submerged
lands to be effective October 1, 1953,

IN THE SUPREME COURT OF THE UNITED STATES
CCTOBER TERM, 1953

No, 0, Uriginal
UNITED STATES OF AMERICA, Plaintiff )
v. ) Original
STATE OF CALIFCRNIA }

STIPULATICN

WHEREAS, on July 26, 1947, ths perties to this csuse, through their
respactive counsel, entered into s Stipulation which provided for the con-
tinuation of all operabions within oy upon tide and submerged lands Lying
along the coasc of lalifernia and other matters; and
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