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During consxdex‘a\_lon of talendar Item ‘Zu attached, Chaixman
Kenneth Cory J.nd.Lc\tad ‘he as in faVor of the item. Howev:ar,
a StlpuLatlon “should be .aserted ‘wherein. Staff wonld zepert
back tq the }Commasmn befox\- f:x.«,.mg +he aetibn ox hold

an execm:ve,sqm:.on to xeview the drafi Ccmmlssxoher

Roy M. Bell indicated he wonld 1iké a sLlpuJahoh A8
suggestea by Mr‘ Cok-y included in the resol‘i‘ﬂ.mn,
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Upon motdon’ auxy AGE arried, th follbwing reconiendation
was. approved by &, VO,S.\\., 3-0 ’ o "

TAE. STATE ~aNDS iCoMMTSEIoN ﬁﬁm“oahzrs THE, ATTGHNEY GENERAL

T0 TAKE ALL NEC&SSA&?rS”EPoJ‘;ﬁQLUDING LITIGATION, T0 SECURE
FAYR AND EQUITABLE. TREATMENT, FOR THE PRICING OF CALIFORNIA
ERODUCED ROVALTY GRUDE 0IL. UNDER THE FEDERAL GOVERNMENT" ¢
GRUDE OIL, BRICING HROGRAM, WITH, i STIBULATION THAY THE
STAEE, REP OR*-BAQK %6, THE COMILSSION, 10° BEVLEW ”aﬁY”ﬁEEXﬁ”

‘DOCUMENT.: PRIOR 'I‘O“ THL"TIME THI:.SE: ,‘AHF FILEDg
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AUTHORIZATION FOR SUIT AGAINST FEDERAL GOVERNMENT
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CHALLENGING CRUDE QfL PRICING REGULATIONS

Ciude oil produced from state-owned Tidelands propetties
is currentiy SUBJett (o an extensivé systém of Federal
Price controls administered by the U, S. Department of
Energy. While Oalifsrnia’s royalty oil pas ialtially éxempt
from price ceflings yﬂﬁér“ﬁe&@ﬁgljregulgtﬁQns,‘tﬁap exemption
was withdrawn seviral yeulrs agd. The major ‘portion of Caldi-

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

the “Federal povernment s thrge=tisred priving sysfem, and

the price of thig oil is frozen at éktremély lokw letvels.

vhat barely éxceed the cost of extracting such oils
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The adviide Eifatcia 7@f€?@§3‘@f~¢h¥$“§Y5¢éﬁ‘ﬁ%Ve'béén ,
compbunded by ‘the "Eutitlewests Program’’, which was devised
t¢f§QQ?l$§§h37&§,féﬁﬁﬁgﬁsmﬁéoﬁt“intﬁudé oil by subgidizing
réfiners dependent on ‘higher cast foreign oil with cash
payniefits. Fiom these refiners Having access bo cheaper do-
mestically=conttdlled oil. Thé impaat of California producers
is to Makbrthéif crude pil gven less economiﬁaily dttractive
that beforé, as fhofe who use it AUSt make cdsh payments

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

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

Whenw peak Alaskan production is achieved, a glut of crude

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

even less competitive with out of state and foreign oil,

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

in total révenues frém crude oil tideland production in

the 1976-1977 fiscal year. Stace Lands :Commission's scaff
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project that this figure wild décline to apprOXLmately

§65 million this year due to presant Federal pricing decisions,
atd that State reVenues could be totally eliminatwi by
1980-1981 &f the Federal program conbinues to be administered
in its curreut form. ‘

The Sitate Lands Commission has sought to make Federal officials
aware of thé unique and damaging impact that the pricing
system has inflicted on the State of California. Representa-
tives of the Commissiion have met informally with the Feéderst
government and hgve sought redress through formal administva-
tive channels., However, thesé auhcmpua‘havc proved unsuccess-
ﬂulu For‘example, while acknowledging in ils publisched

Alaskan pricing wxegulatiods that the effact on Califérnia
would be adverse, the Federal govwrnment nevertneles stated
£hat TG, coerCLive aCDlOH wouldd, e bakzn at this time.

The State Lands Division has met with the Attofney General's
Office, the beneficiaries of tidéland revenués, and othex
concerned State agencies to discuss the possibility of
establishing litigation or skteking -other appropriate redress
to correct this situation and ensure that California crude
oii production is treated ﬁazkly under the Féderal price
coritrol system. Such action is believed to be essential

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

IT IS THEREFORE RECOMMENDED THAT 78 STATE LANDS COMMISSION
AUTHORTEE THE ATTORNEY GDNFRAL TQ TAKE ALL NECESSARY STERS,
IVCLUDING LITIGATION TO SECYRE FAILR AND EQUITABLE TREATMENT
FOR. THE PRICING OF CALIFORNIA PRODUCED ROYALTY CRUDE QIL
UNDER THE. FFDFRAL GOVERNMENT S CRUDE QIL PRICING PROGRAM.
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