its employees, servants, agents or contractors. Nothing in

this lease shall diminish any other rights or remedies which

the State may have in connection with any such negligence or
breach. The Lessee shall indemnify the State of California,
its officers, anents and employees against all claims,
demands, causes of action or liabilities of any kind which
may be asserted against or imposed upon the State of
California, its officers, agents or employees, by any third
verson or entity arising out of or connected with the
issuance of this lease, operations hereunder, or the use by
Lessee, its agents, employees or contractors of the leased
lands.

15. BONDS

The Lessee shall furnish upon execution of this
lease and maintain a bond in favor of th2 State of

California in the sum of $ to guarantee the

faithful performance by the Lessce of all provisions of this
lease, Division 6 of the Public Resources Code and the
regulations promulgated thereunder, incl:ding, but not
limited‘to, inmediate elimination of anv contamination or
ollution caused by or resulting Zrom oraerations under this
ease. If the Dessee places platforms or other fixed or
fioating structures on the leased lands, the lLessee shall
Fil> at the comaencenent of such placemont and maintain an
addit“ional hend in favor of Lhe State of lZalifornia in a

r2asonabl> sm~unt as epecified bhv the St-ot2, but not
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exceeding Flity percent (50%) of the replacement cost of the

structures, to guarantee the faithful performance by the
Lessee of the placement of the structures, their maintenance
and thelr removal at the State's request upon the expiration
or soconer termination of this lease. All bonds shall
require the surety tc give at 1east ninety (90) days'
written notice of its intention to cease acting as
guarantorc. If a surety gives notice of its intention to
cease acting as guarantor, the Lessee shall provide to the
‘State within sixty (60) days of such notice a replacement
bond of equal value to become effective upon the expiration
of the existing bond. Failure to provide such a replacement
bond within the required time shall constitute a default
entitling the State to levy against the entire amount of the
existing bond.

16. SURRENDER OF PREMISES

At tbe expiration of this lease or upon its sooner
rermination, the Lessee shall surrender the leased lands and
all improvements on +hem in good condition, or the State may
provide that the Lessee shall remove some or all of the
structures and other fixtures placed upon the leased lands
and restore the 1ands, in whole ot in part, to their natural
condition at no cost to the State. The Lessee shall not be
denied the right to remove any drilling, development and

production gquipment having a reuse oOr salvage value,

*+ %k x Kk k %
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17. DAMAGES TO THIRD PERSONS AND PROPERTY

(a) The Lesse~ shall furnish upon execution
of this lease a certificate showing rhat at all times
* hroughout the ]ife of this lease, the Lessce is insured
against damages o third persons and their property
resulting from an oll spill or other pollution caused by
operations under this lease. The insurancz shall be for an
amount not less than ten million dollars (y10,000,000) for
each occurrence. The minimum amount may be raised by the
State if economic conditions change. The certificate of
insurance shall indicate that the Lessece has obtained from a
responsible insurance company doing business in California
the required insurance coverage which shall include the
State of California as a named insured, or shall demonstrate
to the saLisfaction of the State that the Lessee is capable
of =elf-insuring the risk. The certificate of insurance
shall remain in effect at all times throughout the life of
khe lease. A new certificate of insurance merting the above

reguirements miy bde substituted by the Less22 with the

State's opproval.

QYeNL Tt L

£iving ot

1Ty Y.

CALENDAR =ads
MINOTE 22GE




claims and having anthocity to settle all uncontested
claims. Barving unusual circumstances, all claims shall be
processed and all uncontested claims shall be settled within
sixty (60) days of their filing. To facilitate settlement
of contested claims, the Lessee shall agree to arbitration
of claims of tive thousand dollars ($5,000) or less and
mediation of claims in excess of five thousand dollars
($5,000) . The arbitration and mediation shall be conducted
pursuant to agreeitents prepared by the State &t or before
the time of the invitation Ffor bids.

18. SALES CONTRACTS AND EXCHANGE AGREEMENTS

The Lessee shall submit to the State for approval
all contracts and other agreements for the sale, exchange or
other disposition of o0il, gas, natural gasoline and other
substances produced from the leased lands. The Lessee shall
not sell or otherwise dispose of the lease production except
in accordance with sales contracts or other methods first

approved in writing by the State.

19. EXAMINATION OF RECORDS AND
INSPECTION OF PREMISES

Insofar as it has the right to do so, the Lessee
consents to an examination by any person authorizegd by the
State of the books and cecords of any individual,
association or corporation which has transported for or
received from tbc Less.e any oil, gas, natural gasoline or

other products praduced From the leased lands. The Lessee

e .
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also consents to the inspection at all times by-any person
authorized by the State of its operations on the leased
lands, including wells, improvements, machinery and fixtuces
used in connection with those operations.

20, SUBMISSION AND USE OF DATA

The Lessee shall file promptly with the State
true copies of all geophysical data covering the leased
lands and all logs (including electric logs), surveys,
drilling records, well histories, core records, formation
tests and related information as measured and recorded in
the course of drilling, for the wells drilled into the
leased lands. All data and information filed by the Lessee
with the Division of 0il and Gas in connection with this
lease, whether or not held in confidential status by the
Division of 0il and Gas, shall be submitted to the State for
ics use in enforcing compliance with the terms of this lease
and regulations of the State. All data and information
supplied in confidence of the Lessee under this paragraph
shall be kept confidential by the State and shall not be
disclosed to any person or agency without the written
consent of the Lessee or unless their disclosure is required
by law. HNotwithstanding the above, the State may disclose

any data or information £iled by the Lessee td any

governmental agency needing the data or information to

regulate the Leased lands or adjacent lands, provided thac

the disclosure is made pursuant to an agreement with the
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gnverwaental agency specififying the purposes for which the
data and information may be used and requiring the data and
information to be kept confidential.

21. FACILITIES AND MEASUREMENT
OF PRODUCTION

The Lessec shall furnish to the State for its
approval detailed plats, drawings and other pertinent data
concerning the oil and gas facilities and pipelines to be
used for the production, processing, measurement and
transpcrtation of the 0il, gas and other hydrocarbon
substances from the leased lands. Any changes, including
emergency changes, in the facilities and pipelines shall be
approved by the State. The Lessee shall install whatever
sampling and measuring equipment the State deems necessary
for the sampling and measuring of the oil, gas and other
hydrocarbon substances. The Lessee shall measure and
account for all oil, gas and other hydrocarbon substances
produced from, used on oOr transported from the leased lands
in accordance with the terms of this lease and the
regulations of the State. The State shall have the right at
all times to witness the measurement and sampling of all
0il, gas and other hydrocarbon substances. The State may
elect to measure and sample the oil, gas and other
hydrocarbon substances in the presence of a representative
of the Lessee. The Lessee shall furnish samples of oil, gas

and other hydrocarbon substances that are reguired by the
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Statn for laborator  tests. The Lessce shall be given the
opportunity to witness the tests conducted by the State, and
the readings and raesults of thcse tests shall bde binding on

the Lessee.

22. STATE'S RIGHTS TO DETERMINE WELL SPACING
AND RATES OF DRILLING AND PRODUCTION

The State shall have the right to determine the
spacing of wells and the rate of drilling and rate of
production of wells to prevent the waste of oil and gas and
promote the maximum economic recovery of oil or gas from,
and the conservation of reservoir energy in, each zone OC
separate underground source of supply of oil or gas covered
in whole or in part by this leace.

23, UNITIZATION

If the State detarmines that: the ultimate recovery
of oil or gas will be increased, oil or gas will oe
protected Lrom unreasonable waste, land subsidence may be
arrested or ameliorated, or adjacent lardowners will be
protected, the Lessee shall unite with other lessees of the
gtate or with others owning or operating ot belonging
to the State, including lands belonging

ooper ve

he DO

sonsaent
a~y drilling

gaisement” ~ou permih o aprart oonaent
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production, and may make such requlations concerning the
institution and cperation of any cooperative or unit plan
that the State Jeems necessary or proper for the protection
of its interests,
24, OFFSHORE STRUCTURES

(a) Subject to the provisions of Exhibit "B",
each well may be drilled or slant-drilled to and into the
subsurface of the leased lands from platforms or other fixed
or floating structures in, on or over the tide ané submerged
lands covered by the lease or otherwise available to the
Lessee.

(b) If the Lessee proposes to drill one or
more wells from platforms or other fixed or floating
structures and if permission from any federal or state

l2gally required for construclion of such
structures, the Lessec shall be allowed a reasonable time
following the execution of the lease to secure the necessary
permission from such federal or state agencies and, upon
securing snuch permission, a further reasonable time,
determined with regard to the nature of the structure or
structures to be constructed, to commence drilling
operations on such well or wells. The State shall extend
the drilling term of the lease by a period equal to the
reasonable time necessary to secure the permission and, if
necessary, to the date to which the time to commence

drilling operations on such well or wells has been extended.

19,
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¢ fixed or floating

(¢) Any platforms or othe

structures shall conform to the regulations of the State in

cffect at the rime of the invitation for bids.

25, POLLUTION AND CONTAMINATION OF
WATERS PROHIBITED

[ pollution and contamination of state waters,

‘1/;/

impairment of and interference with bathing, fishing
T or navigation in state waters, and impairment of and
shoreline recreaktional ot e

N interference with developed

- resi¢ential areas are prohibited. No oil, tar, residuary
' product of oil or any refuse of any kind from any well or .
: works shall be deposited on ot allowed to pPaSS into state

waters. The permission given in section 6873(b) of the
Public Resources Code to the deposition in state waters cof S

[
‘ water no ydrncarhons ot

matter an

anntaining any h yagetahle or anjmal

or

d drill cuttings and drilling mud which are free of

oil and materials that are deleterious Lo marine life, shall

R
C not supersede any regtrictions on the depositlon O

such

[ n 0]

substances which are contained in this lease, which iaclades

the exhibits.

26. SOLVENCY

-

+ime makes a ¢enera

I€ the Lessee at any

"

[t
pe
W
'

the banefit of its creditors, or 2 Iec

assignment for

{s arpointed cver O an attachnment is levied and pernitiac

ro remain for any jrrhasonal L2 length of time WEon or
acainsh the imtaract of the - mssce in any oil, 3as natural
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gasoline ot other products produced from the wells drilled

into the leased lands, the State may terminate this lease by
giving written notice to the Lessec.

27, UsH OF PRODUCTION FOR LEASE OPERATIONS

with the approval of the State, the Lessee may use

oil produced from the Lessee's wells drilled into the leased

lands for lecase nperations only. 0il so used shall be

reported to the State monthly. The value of such o0il =hall

not be used in dotermining net profits pursuant to Exhibit
»p", wWith the approval of the State, the Lessea may also
use gas produced from the Lessee's wells drilled into the
leased lands, or gas roceived currently in exchange for gas
so produced, for the following purposes only: fuel, gas
1lift, injection into oil sands from which the well or wells
may be producing and reinjection into the leased lands. Gas
o used, or gas given in exchange for gas so used, shall be
reported to the State monthly, but shall not be used in
determining net profits pursuant to Exhibit "D"., The State
may take, free of cost ko it and at no expense to the
Lessee, all produced surplus gas which cannot be marketed or
beneficially utilized by the Lessee. The surplus gas taken
by the State shall be for the use of the State of
California.

28, HNOTICES

AllL notices te be given ynder this lease shall be

deemed to have been fully given when made in writing and

2.
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deposited in the United States mail, registered and postage
prepaid, and addressed as follows:

To the State:

To the Lessee:

The addresses to which the notices shall be mailed may be
changed by written notice given by one party to the other as
provided above. Nothing contained in this paragraph shall
preclude the giving of any notice by personal setrvice to

the Lessee or its officer or agent. All payments specified

in this lease shall be made to the State at the address

provided for notices to the State.

29. TAXES

The Lessee shall be responsible for paying timely
all taxes applicable to Lessee's interests in and operations
on the leased lands and to all oil, gas and other
hydrocarbons produced from the leased lands. Tazes shall be
charged to the net profits account as provided in
2xhibit "D".

30. FAILURE TO ENFORCE

The Ffailure of the State to enforce any provision
of this lease, which includes the exhih.ts, shall not

x & x * * %
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constitute a waiver by the State of that or any other

provision,

STATE LANDS COMMISSION OF THE
STATE OF CALIFORNIA

By:

Executive Officer

LESSEE:

ATTEST
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EXHIBIT "B"
DRILLING REQUIREMENTS

1. All operations shall be conducted in accordance
with generally accepted good oil field practices,

2. An oil or gas zone is defined as any sequence
of strata containing oil, gas or other hydrocarbon
substances, where the reservoir characteristics, such as
pressure, temperature, specific gravity, viscosity, ‘

permeability, and porosity, are similar and whenever such

sequence of strata is separated from dissimilar pProducing

strata by a competent layer of shale or other impervious
rock.

3. Within one hundred twenty (120) days after the
date of the cessation of drilling operations in the first
well, the Lessee shall commence operations for the drilling
of the next well. Operations for the drilling of each
succeeding well shall commznce within one hundred twenty
(120) days after the cessation of drilling operations in the
preceding well., The term "drilling operations" as used in
this paragraph 3 shall include any of the following: actual
drilling in the ground, logging or surveying the well bore,
coring, sidewall sampling or coring, drill stem or formation
testing, carrying on fishing operations, running and
cementing protection or production casing, running tubing,
perforating casing, milling casing, reaming, setting

whipstock for redrilling, operations to stop lost

25.
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circulation, and actual pluygging and abandonment of the

well., The term "cessation of drilling operations* as used

in this paragraph 3 shall not include a temporar/ stoppage
of drilling operations of less than seventy-two (72) hours
relating to the resumption of Jdrilling operations in the
same well or a similar stoppage of longer duration which has
been approved by the State. Irrespective of the require-
ments of this paragraph 3, the Lessee may suspend and resume
drilling operations at any time during the drilling term of
three (3) years or any extension of it. After oil or gas is
discovered in commercial quantities in any oil or gas zone
in the leased lands, wells shall be drilled to cach
commercially productive oil or gas zone, if it is
mechanically practicable to do so, as follows:
a. At least one (l) well for the production of oil

into each twenty (20) acres of the area contained

in the leased lands where the botton of

productive interval of the well as complete

production is at a vertical depth of less

6,000 feet.

At least one (1) weil for the prodnuzstion of 3il

x

into cach foriv (40} acres of the area cantainers

in the leased iands where the bottom of the

~ r

productive interval of the well as coaplated for

productinn i3 at a vertical deplh in excess

6,000 foot,
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At least one (1) well for the production of gas
or gas condensate from any zone which produces
gas or gas condensate into cach one hundred-sixty
(160) acres, or major fraction thereof, of the
area contained in the leased lands.
The drilling requirements set forth in
subparagraphs a, b, and ¢ of this paragraph 3 are required

for and are applicable to each separate commercially

productive oil or gas zone. Wwith the approval of the State,

a well may bhe completed in more than one zone and shall be

considered a well for each zone into which it is completed

and oroducing for the purpose of satisfying the drilling
requirements of sub-paragraphs a, b, and ¢ of this
paragraph. The zones shall be segregated within the wall
bore and produced through separate tubing strings. The
Lessee shall not be required to operate more than one

(1) drilling string at any time, unless the operation of
more than one (1) drilling string at any time is necessary
in order to commence an offset well within the time required
by paragraph 5 of this exhibit.

4. Any well drilled in accordance with the
provizions of this lease shall be drilled only from &
surface location and on a course and to an objective
approved in writing by the State prior to the commencement
of drilling. The Lesse:2 shall submit a detailed well

drilling program to the Gtate for its review and approval

27.
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prior to commencement of drilling. Any significant changes
in the approved drilling program, such as altering the
casing program or redrilling, deepening or abandoning a
well, shall require advance Aapproval by the State,

5. If any well producing in commercial quantities
only gas and/or gas condensate has been, is or shall be

completed on other than State lands, with any part of itg

producing interval within fourteen hundred eighty-nine

(1489) feet from the exterior boundary of this lease, or if
any well produzing in commercial quantities oil and gas has
been, is or shall be completed on other than State lands,
with any part of its producing interval within five hundred
(500) feet from the exterior boundary of this lease, the
State may notify the Lessee in writing to drill an offset
well. Within the time specified in the notice, which shall
be a rea nable time, taking into account the availability,
type and lc 1tion of facilities reguired, and which ia no
event shall be less than one hundred-twenty (120) days from
the date of the notice, the Lessee shall commence o

for the drilling of an offset well on the leased

the same zone as that zone from which such well

producing, or is cawpable of producing, oil or

purpose of this paragraoh, an offse- well for

of only gas and/or gas condensate shall wean a

aitdonint of e prodacing aterval of which s

location 11 b .o “rqt2d tandt ant mere than Saureeen Aundzod

X




eighty-nine (1489) fect from the point on the boundary of
the lease ncarest to the producing interval of the well to
be offsot. For the purpose of this paragraph, an offset
well for the production of oil and gas shall mean a well,
the midpoint of the producing interval of which is situated
at a location in the leased lands not more than five hundred
(500) feet from the point on the boundary of the lease
pearest to the prod&cing interval of the well to be offset.

6. An eclectric log or logs shall be made of all
formations penetrated to the drilled depth of each well or
to such depth as is mechanically possible. At least one
oriented core or dipmeter record shall be made during the
drilling of the first well to each zone if it is
mechanically practicable to do so, or during the drilling of
the catlicst subscguent well in which it is mechanicalliy
practicable to make such core or record. True copies of all
electric logs, surveys, paleontological reports, dipmeter
records, oriented core recerds, rock core records, and all
other drilling, test and production data taken by .essee or
its agents shall immediately be available to the
representatives of the State. State representatives zlso
shall have ready access to all rock cores &nd samples
which may be obtained during the drilling of each well,

7. EBach well drilled landward of the ordinary high

water mark shall he completed in such manner that all

oroduction equipment and facilities are recrssed, covered or

29,
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oth2cwise screened from view to the satisfaction of the
State.

8. The Stake teserves the right, upon receipt of
any evidence of subsidence of the surface of either the
leased or adjacent lands, to determine th..t any or all
further operations under this lease would or might cause or
aggravate subsidence in or causec damage to the leased lands
or other properties. 1In the event of such determination,
the State may notify the Lessee in writing to suspend, in
the manner and to the extent specified in the notice, its
operations under this leasa within thizty (30) days of the

notice, and the Lessee shall suspend its operatinns within

the time, in the manner and to the extent specified,

Exercise of either or both of the (nreaoing rights
by the State is subject to the following:
(a) The determination may be made 5y Lhe State
time during the term of this lease but only it 3
ng of the Stake Lands Commission at l2asy thi-ty
days after written notice to Lescee that She
rxceived avidence of subsidence and Sraposes
wnether any cr all further operations wunder
or might cause or aggravake subsidence in nr
the leasel 'ands or other properties. At
LCH 2 mas o preseont fack

determinatl {on,




meeting, the Statn, to the best of its ability and to the
extent permitted by law, shall make available to .the Lessece
for study, any wrikten or graphic information or opinions
received by or prepared for the State relative to subsidence
of the surface of the leased and adjacent lands.

(c) Operations under this lease that have been

suspended pursuant to this paragraph 8 may be resumed by the

Lessec only in the manner and to the extent provided and
subject to conditions contained in a program designed to
allaviate or prevent further subsidence that has been agreed
to by the State and the Lessee.

(d) Notwithstanding any agreement by the State to
any such program, the State, upon receipt of evidence of
{urther subsidence occurring after the resumption of
opecations under such program, may notify the Leccec
to suspend operations in accordance with the provisions of
this paragraph, and Lessee shall so suspend oprerations.

During any period of suspension pursuzn: to this
paragraph 8, the drilling, offset and production obligations
of Lessee zhall likewise be suspended only to the extent
that the performance of such drilling, offset and production
obligations is rendered impracticable or unreasonable as a
result of the notice to suspend issued by the State pursuant
to this paragraph 8.

The rignhts reserved by the State under this
paragraph 8 shall be exercisable to the extent that such

exercise is permitted by law.
31.




EXHIBIT "D°

SPECIAL OPERATING REQUIREMENTS

1. SUBSEA COMPLETIONS

In preparing a development plarn, the Lessee
shall give thc same consideration to the use of subseca
completions as it does to fixed platforms. Wwhen approv.ng a
development plan, the State may require the use of subsea
completions in those cases where it determines that
economics, technical ceasibility, environmental impacts,
compatibility with commercial €ishing operations and the
religious beliefs of Native Americans, considered together
rather than separately, indicate that subsea completions
would be preferable to fixed platforms. When subsea
completions are used, the Lessee shall promptly prepare and
continually update maps showing the exact incation of every
subsea installation and shali make such maps available to
commercial fisherman and other members of the public,

2. PIPELINE FEASIBIL:TY

(a} Fipelines will be required by the State
for the kLransportation of produced oil, gas and other
hydrocarbons if pipeline rights-of-way <an be cohtaine
rhe State, acting upon information supplied hy affacted
partiess and respensiole governmental agancins,
.12 1aving of pipelines f= Loancmicalt

rechnnlogisally foasihle and anviconmeatally

AL e omeRhoae of »pangportakion, The State
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tight to require the placement of any pipeline in certain

designated pipeline corridors.

(b) Following the completion of a pipeline, no
hydrocarbons produced [rom the leased lands shall be
transported by surface vuessel from offshore production

sites, except in cases of emergency as determined by the

(c) Where the criteria in subparagraph (a)
above are not met and surface transportation must be
employed, all vessels uscd for transporting produced
hydrocarbons shall conform with all standards established
for such vessels under the Port and Tanker Safety Act of
1978 (32 U.S.C. sections 1221 et seq.).

(d8) The State shall not approve any
development or production plan which proposes the use of
tankers or barges to transport produced hydrocarbons unless
the Lessee, in cooperation with the State, has performed a
study which demonstrates to the satisfaction of the State
that a pipeline cannot meet the criteria in subparagraph (a)

above.

(e) If the State determines that a pipeline
cannot meect the criteria in subparagraph (a) sbove, the
Lessee shall use the safest available transport vessels.
The use of o0il barges will be permitted only if the Lessee
demonstrates to the satisfaction of the State that barging

is environmentally preferable to tankering,
33.
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3. POTENTIAL GEOHAZARDS

Drilling operations shall not be conducted and

seafloor wellhecads and fixed structures for the production,
transportation or storage of oil, gas or other hydrocarbons
shall not be placed within geologically unstable portions of
the leased lands such as potentially unstable sediments,
areas of mass movement, submarine canyons or channels,
shallow gas zones and areas near active faulting or surface
ruptures unless the Lessee has demonstrated to the
satisfaction of the State that such operations can be
conducted and such wellheads and such structures can be
designed and placed so as to withstand the mazximum probabhle
effects of the identified geohazards, Site-specific surveys
shall be conducted prior to exploration and development
cperations to determine the potential for unstable bottom
conditions and other geologic hazards. FExtension of these
surveys outside the leased lands may be reguiced where
necessary to evaluate the magnitude and significance of the
hazard. All potentially unstable areas, including fault
zones, must be mapped before any seafloor wellheads or fixed
structures are installed. The State may reguire sifte-
specific soil testina before exploration and development
operations are allowed.

4. MANDATORY BIOLOGICAL AND MARINE NAMMAL SURVEYS

(a) Prior to the commencement of any dcillira

ogerations and prior Lo the commencement of construction

14,
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»r placement of any structure, including pipelines,
on the leased lands, the Lessee shall conduct

site-specific binlogical and marine mammal surveys as

specified by the State after consulting with the Department

of Fish and Game, the United States Fish and Wildlife
Service, the Minerals Management Service and the National
Marine Fisheries Service. The site-specific biological a~x!
marine mammal surveys shall determine whether the site
contains areas of special biological significance that may
be adversely affected, ecither directly or indirectly, by
drilling operations or the placement of structures on the
leased lands. The surveys shall also determine whether
adjacent arcas of special biological significance may be
similarly affected. Areas of special biological
significance include, but are not limited to: (1) existing
or potential critical habitats for rare, threatened or
endangered species, including but not limited to the
California sea otter and the California gray whale;
(2) areas used by rare, threatened or endangered species for
breeding or migration; (3) areas containing very unusual or
rare ecosystems or ecotones; (4) arcas with iarge numbers or
high diversity of species; and (5) areas containing species
of limited regional distribution due to natural range or
significantly veduced populations.

(b) The biological surveys shall include a

characterization of (1) the area within & one (1) kilometer
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radius of the development site (or within three hundred
(300) meters of pipelines) and (2) areas potentially
affected by the development by on-site observations of a
marine biologist using a submersible device for deep water
or scuba equipment for shallow water. A remote camera
survey (video and/or film) may suffice in soft bottom areas.
Observations shall be accompanied by photodocumentation and
the taking of samples. Box core samples shall be taken on
soft hoktoms. Rocks, portions of rocks or organisms living
on rocks chall be taken from hard bottoms. Sampling and
observations shall be most intense within three hundred
(300) meters of the development site and within one hundred
(100) meters of pipelines. Sample species collected shall
be identified to the lowest possible taxonomic Llavel.

(c) The marine mamnma2l Surveys shall be

performed by a gualified mammalogist and shall consist of

systematic observations which accurately descrive mammal

sccurrences in and uses of the project area, tncluading an
on-site census and behavorial obsarvations of feeding,
brecding and migration. The surveys shall also indicate the
relationship of project area observations &2 knowa data on
sea otter and other marine mammal populatinn, size,
dynamics, structur? and movements in adjacent, present or
potential habitats.

(a@) i "2 ; f site=-specific birTnei=n?

ind marine mammal ‘he nxiztence of a special
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binlogical resource that may be adversely affected by lease

operations, the Lessee shall (1) pursue feasible

alternatives which will not have a significant adverse
cffect upon the resource identified or employ mitigation
measures, (2) establish through submissions to the State of
such documents as an oil spill contingency plan and critical
operation and curtailment plan, that operations will not
have a significant adverse effect upon the resource
identified, or (3) establish that it is in the best
interests of the State to permit the project even though no
feasible alternatives or mitigation measures exist. The
State will review all data submitted and after consultation
withh the Department of Fish and Game, the United States Fish
and Wildlife Service and the National Marine Fisheries
Service and preparation of a project specific environmental
impact report, will determine in writing whether a special
binlogical reasource exists and whether it may be
significantly affected by lease operations. No lease
operations may be <ommenced until the State has approved the
project and has given the Lessee written directions on how
t> proceed and the Lessee has obtained all necassary
governmental approvals and permits, Any mitigation measuras
provided in the State's written directive shall be based or
laws and requlations of the State governing offshore 0il and
gav activities on State lands and shall e made in

consultation with the Department of Fish and Game, the
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United States Fish and Wildlife Service and the National

Marine Fisheries Service,

(e) 1If any area of biologically significant
resources should be endangered during the conduct of any
lease operations, the Lessee shall immediately report such
occurrence to the State and take every reasonable effort to
protect the resource.

S. FISHERIES TRAINING PROGRAM

The Lessce shall include in its exploration and
development plans a proposed fisheries training program.
The training program shall be subject to approval by the
State after consultation with the Department of Fish and
Game and the National Marine Fisheries Service. The
training program shall be for the personnel involved in
operating vessels used in carrying oukt lease aparaticaz and
platform and shore-based supervisors. The purpose of the
training program shall be to familiarize persons working on
the leased lands of the value of the commercial fishing
industry, methods of offshure fishing operations and
potential hazards, conflicts and impacts resulting :zrom
oftshore oil and gas activities. The training program shall
be formulated and implemented by qualified ins:ructors.

6. SUSPEUSION OF OPERATIONS AND
EVACUATION OF AND SHEITER FOR PERSONNEL

{a) 3Before the L2gsee operates or uses to

operataed on its behalf boat or aircraft traffic int
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individual, designated warning areas, the Lessee shall
coordinate and comply with instructions from the Commander,

Western Space and Missile Center (WSMC) or other appropriate

military agency. Such control and instruction will provide

for positive control of boats and aircraft operating in the
warning areas at all times.

(b) Recognizing that mineral exploration,
exploitation and recovery operations on the leased lands can
impede tactical military operations, the Lessee acknowledges
and agrees that the United States reserves and has the right
to suspend temporarily lease operations in the interest of
national security requirements. Such temporary suspension
of operations, including the evacuation of personnel and
appropriate sheltering of personnel not evacuated (an
appropriate shelter shall mean the protection of all
personnel engaged in operations on the lease for the
duration of any Department of Defense activity from flying
or falling objects or substances), will become effective
upon the order of the Commander, WSMC, other appropriate
military agercy or higher authority when national security
interests necessitate such action. Any temporary suspension
of oprrations for national security may not exceed seventy
two (7.) hours, provided that any such suspension may be
extended by order of the appropriate authority. Equipment

may remain in place during periods of suspension.

x % % & * *
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(c) The Lessee shall control its own
electromagnetic emissions and those of its agents,
employees, invitees, independent contractors and
subcontractors emanating from individual, designated defense
warning areas in accordance with requirements specified by

the Commander, WSMC or other appropriate military agency, to

the degree necessary to prevent damage to, or unacceptable

interference with, pDepartment of Defense flight, testing or
operational activities conducted within individual,
designated warning areas. Necessary monitoring, control and

coordination with the Lessee, its agents, employees,

invitees, independent contractors and subcontractors, will

be effected by the conmander cof the appropriate onshore

military installation conducting operations in the

particular warning area, provided that control of such

electromagnetic emissions shall permit at 1east one (1)
continuous channecl of communication between the Lessee, its
agents, employees, invitees, independent contractors or
subcontractors, and onshore facilities.

7. ASSUMPTION OF RISK AND HOLD HARMLESS

whether or not compensation for damage Or
injury might be due under a theory of strict or absolute
liability or otherwise, the Lessee assumes risks of
in‘u y or camajge o persons Or property which occurs in, on
or abave the 1aaz0d lands o any pesson

any person who is an agent, amployee OT
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Lessce, or its agents, independent contractors or

subcontractors, in connection with any activities being

per formed by or for the Lessee in, on or above the leased

lands, if such injury or damage to such pecson or property
occurs by reason of the activities of ar agency of the
United States, its contractors or subcontractors, or any of
their officers, agents or employees, being conducted as a
part of, or in connection with, the programs and activities
of the WSMC or othetr appropriate military agency.
Notwithstanding any limitations of the Lessee's liability in
this lease, the Lessee assumes the risk whether such injury
or damage is caused in whole or in part by any act or
omi-sion, regardless of negligence or fault, of the United
States, its contractors or subcontractors, or any of their
officers, 2 \ or emplovees, The Lessee shall indemnify
and save harmless the United States against all claims for
loss, damage or injury to the Lessce and to the agents,
employees and invitees of the Lessee, its agents,
independent contractors and subcontractors, in connection
with the programs and activities of the aforementioned
military installations and agencies, whether the same be
caused in whole or in part by the negligence or fault of
United States, its contractors or subcontractors, or any of
their officers, agents or employees, and whether such claims
might be sustained under kheories o strict or absolute

liability or otherwise.
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LABOR REQUIREMENT

(a) During exploration, development and
production activities on the leased lands, all vessels,
rigs, platforms and other vehicles or structures under the
control of the Lessce must be manned by citizens of the
United States or aliens lawfully admitted to the
United States for permanent residencea.

(b) The requirements of Subparagraph (a)

do not apply if the Lessee files with the State and the

Deparinent of Industrial Relations a report, deemed édequate

by these agencies, showing that there is an insutficient
number of qualified citizens of the United States, or aliens
lawfully admitted ‘o the United States for bermanen*

re""“enr- avaijatle for such WwOorK.




EXHIBIT C

—

The following findings relate to each of the potential
significant effects identified in the environmental impact

report prepared for the project:

WATER QUALITY

Impact: Minor degradation of water quality in the project area
from the ocean disposal of sanitary sewage and produced water,

as well as biige pollution, small spills and other inputs

Finding:

a) Changes or alterztions have been required in, cr
incorporated into, the project which mitigate or avoid ths
significant environmental effects thereof as identified in the
final EIR.

k) sSuch changes or alterations are within the
responsibility and jurisdiction of another public agency and not
the agency making the finding. (Regional Water Quality Control

Board, Central Coast Regiorn) Such changes have been adopted by

such other agency, or can and should be adopted by such other

agency.

U7 .203%
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Facts Supporting Finding:

0il and gas operations in the proposed lease area
will result in several water quality impacts tc¢ the marine
environment from daily operations in the area. These
discharges could result from drilling vessels, supply and
support vessels, and production platforms and appurtenant
structures. These impacts will be most pronounced within a
few hundred meters of the discharge point. Outside of this
zone of mixing, no difference from ambient conditions is
anticipated to be detected.

The Regional Water Quality Control’ Board, Central
Coast Region, has jurisdiction and responsibility owver all
discharges into the waters of ths Scate of California in the
proposed lease area, (Division 7 of the Water Code.) The
authority of the Board also extends to the administration of
regulations under the Federal Clean Water Act. A copy of a
National Pollution Discharge Elimination System (NPDES) permit
for oil and gas operations in state waters is located 1in

Appendix C to the final EIR.

The State Regional Water Quality Control Board
enforces strict regulations on discharges into the marine
e.nvironment, As such, all drilling vessels, procduction
platforms, and other dischargers of sewage maintain on board
sewage treatment facilities. Discharge standards are set by

27
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the Regional Water Quality Control Board, and discharge- must

be sampled periodically to determine they are within the
specif ‘ed standards. Prohibitions and limitations contained

Y in a typical discharge permit are given in section 4.4,2,1 of

the final EIR. R

e The proposed leases require the lessee to ". . . abide ;;_:;
by all measures designed to mitigate the environmental impacts ‘
» of its operations under this lease set forth in site-specific
environmental studies, including EIRs completed prior to the
consideration and approval of exploratory and development

*:T? activities." (See proposed lease paragraph 10, Royalty Lease

and paragraph 11, Net Profits Lease).

The proposed lease also requires that the lessee
o comply with all regulations adminis-ered and permit conditions
iﬁ? ir—osed by the Regional Water Quality Control Board regarding
:?ﬁt the project. (See propcsed lease paragraph 10, Royalty Lease };j”'

and paragraph 11, Net Profits lLease.) S

;{;f The measures summarized above will mitigate the
identified water quality effects to a substant:al eztent. ;;f

However, certain efie ts may remain.

0il exploration activities did occur near Point Y

Conception during the late 1950's and early 1960's. The
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AIR QUALITY

Impacts:
Minor increases in short-term air pollutant

concentrations are projected during light, southeas: winds.

Specifically, under worst conditions:

a) 802 would slightly exceed the 3-hour average
significant level (25 ug/m3) and reach 14 percent of

the l-hour State standard.

b) total suspended particulates vould reach 15 to 45
percent of the 24-hour State standard;
c) MOy would reach 57 percent of the l-hour State

standard.

Finding:
a) Changes or alterations have been required in, or

incorporated into, the project which mitigate or avoid the

significant environmental effecits thereof as identified in the

final EIR.

b) Such changes or alterations are withkin the
responsibility and jurisdiction of another public agency and not
the agency making the finding (Santa Barbara Air Pollution

Control District and the California Air Resources Board).
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Such changes have been adopted by such other agsncy or can and

should be adopted by such other agency.

Facts Supporting Finding:

For the purposes of the EIR, worst-case emissions for

NOx, SO2 and TSP were estimated by analyzing four types of

facilities wused in petroleum operations. The selected
facilities include a nearshore production platform with a supply
boat along side; a derrick barge in the process of installing a
platform, and three tugboats associated with it; an offghore
processing facility for both o0il and gas; and a tanker-
maneuvering operation typically involved wher. loading is to be
undertaken. These four operation scenarins were analyzed using
standard modeling techniques to determine the worst-case short-

kerm air emissions occurring from the proposed lease sale area.

The values produced through this anzlysis peak at the
shore or 1 to 2 kilcmeters offshore. The predicted increases in
short-term concentrativns constitute only minor increases in
existing ambient onshore conditions. According to the Air
Resources Board, ambient air standards now occasionally violate

federal and/or state ozone and particulate standards.

Jurisdiction and regulatory authority over

in the proposed lease area resides with
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Barbara Air Pollution Contreol District and the Air Resources

Board. The District has and enforces rules and regulations
applicable to oil and gas projects in the waters of the State of

: California. These rules and regulations require the use of best

NV

available control technology, trade-offs of emissions where

standards are violated, and other applicable measures,

- The EITR identifies several potential mitigxtion
measures that thesz agencies should consider. These include:

a) the use of craft and machinery with emission f‘ 

e

controls;
L b) the use of low-nitrogen/sulfur fuel, and

i c) lowering peak power use to the extent

0 practicable,

f%» The lease proposed to the Commission includes a
condition that all federal, state and 1local requirements
regarding air quality control applicable to this project be

complied with. (See lease form, paragraph 10, Royalty Lease and

paragraph 11, Net Profits Lease) This provision will serve to

mitigate the air quality impacts otherwise associated with this

preject.

As identified in the EIR and several public comments,

a major source of air pollution generated by petroleum

o

CALENDAR PAGE 07.211

MINUTE PAGE




operations in the project area would be tanker transportation of
sl1 from offshore drilling facilities to receiving points. The
required use of oil pipelines in lieu of tanker transportation
would mitigate substantially these air quality impacts.
Proposed lease stipulation no. 2 requires the pipeline

transpor tation option, if prescribed conditions are met.

Under the worst case conditioas analyzed in the EIR,
certain pollutant concentrations still significantly increased
during some meteorlogical conditions. However, only minor

changes to existing onshore ambient conditions would result.
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v Impact:
{' ' Disruption of benthic communities by anchors, s
+ >’.~"

Pipelines, wells, platfo.ms and other activities which might

affect the bottom,

Einding: !
Changes or alterations have sen required in, or "
AN incorporated into, the project which mitigate or avoid the
?‘ 1 significant environmental effects thereof as identified in the X »
final EIR. ‘ .
w Facts Supporting Finding:
' 1 Impacts to benthic communities result primarily from ﬁégl 3

the burial, removal or displacement o. marine organisms in
adjacent areas. Drilling platforms typically displace 7 squar:
meters for a & jacket leg configuration and 18 square meters for j"«sﬁ
a 12 jacket 1leg configuration. Subsea completion systems f \\.Q
typically occupy 13 to 21 square meters of bottom area. Alorng '

pipeline corridors, 15 meters on each side of the installed i ",V.{
pipeline are typically disturbed. Other disturbances can occur '
from anchoring drilling vessels and also from work barges that

disturb 6970 to 7430 square meters of bottom area,

3
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The Chzaracterization of Marine Biota .ompleted in
conneccion with the leasing proposal wocume. ts the dive sity and
sensitivity of marine organisms ijnhabiting the project area.
Any future oil exploration and production activities must be
performed in a manner that minimizes adverse impacts on the
marine community. Accordingly, the lease form proposed to the
Commission contains a detailed ctipulation that requires sie-
specific biological surveys of all proposed specific project
areas in the ma.ine environment. (See stipulation no. 5 to

prcposed lease form.) A separate stipulation requires special
year-long biological inventories of the proposed lease area,
under the direction of the California Department of Fish and
Game, to determine the chronic effect of oil and gas dispersants
on marline biota. (See stipulation no. 12 to proposed lease
form in this calendar item.) Under the lease, site-specific
environmental impact reports for both exploration and
development activities are also required. Particular mitigation
measures for site-specific activities will be davelcped in those
future EIRs in response tc information gleaneé from the site-
specific biological surveys. These potentizl mitigation
measures, to be considered as conditions for approval for th~

site~specific proposals,  include:

1) Use of turbidity-reducing and seafloor
disturbance reducing construction methods would lower

some impacts.
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2) If found at a specific site, benthie populaticns

unigue to the area of disturbances will be avoided nr

organisms shall be transplanted to another area.

3) The additional mitigation measures identified in

proposed lease stipulation no. 5.
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WATER QUALITY

Impact:

Localized, short-term degradation of water quality
from the discharge of drilling muds and cuttings into the marine
environment, by increasiny trace metal concentrations and

increasing turbidiy.

Finding:

a) Changes or alterations have been required in, or
incorporated into, the project which mitigate or avoig
the significant environmental effects thereof as
identified in the final EIR;

b) Such changes or alterations are within the
responsibility and jurisdiction of another public
agency and not tne agency making the finding,
(Regional Water Quality Control Board, Central Coast

Region) sSuch changes have been adopted by such other
agency, or can and should be adcpted by such other

agerncy.

Facts Supporting Fiading:

The proposed project is the leasing of
submerged lands. Site cpecific environmental impacs r
both explecration and development activities will

under the lease. Site specific Slelogic
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will also be required. (See proposed lease stipulation no. 5.)

o

’??% Mitigation measures for site specific activities will be
developed in conjunction with those site specitic environmental o

impact analyses and will become conditions for approval for

site-specific drilling proposals.

There is currently a large volume of research

information regarding the methods of disposal used for drilling

T muds and cuttings, their physical behavior in a variety of
oceanographic environments etc., and their impacts on marine
organisms. With few exceptions, however, few of such studies
have been done in southern California waters and none have been

done on site in the Santa Barbara Channel area where existing

¢*‘4'; .

0il and gas exploratory and development activities are presently
concentrated. In addition, there have been few, if any, studies
to test the toxicities of drill muds or drill mud components on e

southern California marine organisms.

various parties in this proceeding have emphasized
that comprehensive studies on the effects of drilling muds and
cuttings on water gquality and the marine environment are

cirrently underway. These studies are expected to go far in ;ﬁ

resolving presen’. uncertainties.
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For example, the Central <Coast Disgtrict Water
Quality Control Board has initiated action to investigate the
impacts of disposing drilling muds and cuttings on the marine
environment in this general area. The scope of this project,

initiated in early 1982, has been the subject of considerable

debate.

The Board's September 10, 1982 decision to require
monitoring of muds and cuttings disposal at all exploratory well
sites has been azpealed to the State Water Resources Board.
That appeal is still pending at this time. (For a more detailed

discussion of the procedural history of this matter, see the

staff report in Exhibit "B".)

Additionally, a comprehensive study of drilling muds
and cuttings has been commissioned under the auspices of the
National Academy of Sciences. The N.A.S., thrcugh its Marine

Board of the National Research Council, has established a panel

on Assessment of Fates and Effects of Drilling Muds and Cuttings
in the Marine Environment. The panel is composed of 13 members
representing industry and academia and is axpectsd to puhlish

its report at the end of Summer 1983.

Specifically, the panel is conducting a Mcritical

appraisal of reports that synthesize the zabundant technical
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literature concerning the fates and effects of drilling fluids

and cuttings on the U.S. Outer Continental Shelf and what
needs to be established to support resource cdiecision~making.
The applicability of research and studies to the marine
environment will be assessed, as will the transferability of
research results from site to site and in different
hydrodynamic regimes. The operational implications of the
fates and effects, will also be established." Many parties
commenting on this project have indicated the belief that

information acquired in this study will have relevance to

California waters and marine life,

A third study pertinent to this lease proposal is
one proposed for the Point Conception/Point Arguello area by
the University of Southern California. The study, presented
to the Nation Science Foundation, will investigate the
identified "upwelling" of currents in the area. This upwelling
is thought to contribute to the abundant marine food supply. 1In
brief, the study will attempt to "understand the relationship
between circulation and plankton processes that lead to
persistent upwelling structures."” As proposed, the study will
run through 1985, but some preliminary information should be
developed by December 1983. Again, various commentators have
suggested that this work will further assist the analyses of the

dispersion of materials, such as muds and cuttings, in the area.

T ——————— e
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Given the fact that these pertinent studies are not
yet completed, it would be premature at this time to mandate
permanently any particular means of disposal. The results of
this research will be availab.e before specific weil
construction proposals ccme hefore the Commission for review.
This information will be integrated with the site-specific EIRs
and biological surveys in an effort to arrive at the mest

environmeatally acceptable means of resolving these water

quality impacts.

Depending on <he information obtained from those
studies, @ final decision could be made to:

a) require drilling muds and cuttings to be disposed

on shore, thus eliminating this impact;

b) permit discharge into marine environment, with

appropriate mitigating conditions; or

c) barging these materials to one or more

centralized offshore disposal site(s).

At the same time, sufficient data hes been presented concerning
the potential harm muds and cuttings could have on the marine
environment to demonstrate that care is warranted pending
conclusion of the research studies summarized above. Proposed

stipulation No. 10 therefore provides that until

]
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these studies are completed and reviewed, all drilling muds
and cuttings generated by the project must be disposed
onshore. This will eliminate these water quality impacts in
the short term, and permit any long term Commission decision

on muds and cuttings disposal to be based on the best possible

scientific information.

Finally, the Commission recognizes the principal
role of the Central Coast District Water Quality Control Board
in regulating water pollation, including drilling muds ard

cuttings, in the project-area.

The Commission's Requlations for O0il and Gas

Drilling and Production Operations on State Tide and Submerged

Lands specifially provide:

"The lessee shall dispose of these drill
cuttings and drilling muds associated with
drilling and production well work, in
accordance with regulations promulgated by
the appropriate Regional Water Quality
Control Board. The method employed to
dispose of the drill cuttings and drilling
muds shall be submitted to the Staff fo:
approval  along with the drilling ~ad
program that is required in sec%ion
2128(d4) (1) ." (2 Cal.Admin.Coae section
2138)

¥
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AIR QUALITY: NOy

Imgact:

strong NOy point source (e.g., barge, vessel)
emissinns are projected tc create a significant increase in peak
Oxidant (03) episode concentrations in coastal valleys during

certain meteorological (post-Santa Ana) conditions.

Finding:

(a) Changes or alterations have been required in, or
incorporated into, the ‘project which mitigate or avoid the
significant environmental effects thereof as identified in the

final EIR.

(b} Such changes or alterations are within the
responsibility and jurisdiction of ancther public agency and not
the agency makirg the finding. (Santa Barbara Air Pollution

Control District and the California Air Resources Board). Such

changes have been adopted by such other agency, or can and

should be adopted by such cther agency.

Facts Supporting Finding:

Photochemical modeling of expected worst-case
emissions from the lease area indicates that under certain

meteorological conditions significant Oxidant (03)




concentrations may potentially occur in coastal valleys north
of the project area. The prima-y areas would be Lompoc/Santa

Ynez, Los Alamos and possibly Santa Maria Valley,

This meteorological condition would occur when an
air mass from the Los Angeles basin containing substantial
quantities of reactive hydrocarbon (RHC) moves parallel to the

coast, passing over federal OCS tracts and the lease area.

NOx emissions from the federal OCS tracts and State leases may

combine with RHC in a photochemical reaction and cause

significant increases in-oxidant in those coastal valleys.,

Jurisdiction and regulatory authority over air
quality in the proposed lease area resides with the Santa
Barbara Air Pollution Control District and, indirectly, the
California Air Resources Board. The District enforces rules
and regulations applicable to o0il and gas projects in the
waters of the State of California. These rules and
regulations require the wuse of best available control
technology, trade-offs of omissions where standards are

violated, and other applicable measures.

There are several potential mitigation measures
applicable to :the project that these agencies should consider.
First, approved site-specific air quality modeling studies
should be performed. These may demonstrate that such impacts
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would not in fact occur. Alternatively, during the described
meteorological conditions described above, operation of skrong
NOy emission sources should be curtailed. These measures
should be approved by the Santa Barbara Air Pollux. , Control

District and the California Air Resourcecz Board.

Due to the cumulative nature of these pollutants, 03
episode peak concentrations may persist, irrespective of
conditions on the State project area, unless NOyx euissions are

also curtailad on federal OCS tracts and other scurces in the

region.
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MARINE BIOTA:COMMERCIAL FISHING/GEOPEYSICAL EXPINRATION

“j‘ Impact:

Geophysical exploration done in conjunction with

exploratory well drilling may cause conflicts with fishermen due

to gear damage, vessel conflicts and dispersal of fish from

T fishing grounds.

/5

¢ﬁ Finding:

N Changes or alterations have been required in, or
ﬁﬂ'j incorporated into, the project wvhich mitigate or avoid the

significant environmental effects thereof as identified in the

final EIR.

Facts Supporting Finding:

vessels used 1in geophysical exploration trail long

cables used to record sounds emanating from the noise source

aboar¢ the boat. These cables, sometimes over one mile long,

can get caught in fishing gear. This in turn can result in lost

crab/or lobster traps, net damage and lost time and area2 for

fishing.

o mitigate this impact, the Commission has

-

implemented and will continue to enforce a permit system for

seismic activities affecting State lands which include >
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"Notification Procedures for the Conduct of Geophysical Surveys

and Geological Surveys on State Lands"

These procedures, adopted by the Commisgion on August
26, 1982, require advance notification to fishermen by all
geophysical vessel operators. Among other things, notification
provides a map of proposed operations. proposed dates of
activity, types of equipment and use, and a contact person for
further information. The intent of these measures is to reduce
conflict by notifying fishermen so that gear in place can be
moved or, alternatively, that the seismic operator can learn of T

the gear's presence so that conflicts and damage may be avoided.

In the event damage to fishing gear does occur, the

Commission procedures provide for compensation to fishermen.

(Copies of these Notification Procedures are on file /f
at the offices of the State Lands Commission. The provisions 5

thereof are incorporated herein by reference.)

A pern-t mandated under these proceduraes shall be lﬂy‘w
required for any geophysical activities conducted by or on | ‘
behalf of potential lessees. With these measures in place, the
impacts to the commercial fishermen from georhysical exploration

activities are reduced considerably.

L)
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MARINE BIOTA :DISPOSAL OF DRILLING MUDS AND CUTTINGS

Impact:

Ocean disposal of drilling muds and cuttings will
cause adverse impacts on marine organisms by turbidity,
alteration of sediments and potential toxicity to marine bioca

of chemicals in drill nmuds. Some dispersion and dilution

through circulation will occur.

Finding:

(a) Changes or alterations have been required in, or

incorporated into, the project which mitigate or avoid
the significant environmental effects thereof as
identified in the final EIR;

(b) Such changes or alterations are within the
responsibility and jurisdiction of another public
agency and rot the agency making the finding.
(Regronal Water Quality Control Board) Such changes
have been adopted by such other agency or can and

should be adopted by such other agency.

Facts Supporting ¥inding:

The ocean disposal of drill muds and cuttings may have
several different kinds of potential impacts on benthic (sea

floor) organisms. Those 1living in the immediate area of
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the platform or exploratory drilling area would be buried.

Discharge of muds would also increase turbidity, thereby

reducing light. * These activities could lead to a localized

change in the ocean floor.

In addition to the physical impacts, there is a
possibility that some of the substances used in drilling muds
could be toxic to benthic orga’isms; accumulation of drilling

mud components in food chains is another possibility,

The Commission” has completed a major survey of the
marine biota within the project area. That survey demonstrates
the diversity and sensitivity of marine organisms in the project
area. The information obtained from this survey is a necessary
first step in determining the appropriate means of disposal and

avoidance of specific sensitive areas.

Individual, site specific EIRs will be done prior to
the consideration of future exploration and production Projects
in the lease sale areas. The proposed lease also requires the
lessee to abide by mitigation developed in such studies to
respond to stated significant environmental impacts. A
stipulation to all leases further requires that a site~specific

biological survey be performed before an

takes place. (See stipulation no.

e ——————
¥
'CALsuo.\: PAGE

i -
PMINGTE Bage




specific areas of biological significance.Furthermore, these

measures will further an informed decision on the final disposal
method to be made by the Commission and responsible agencies soO

that appropriate balancing of the different environmental

impac¢ts can be achieved.

As noted above, several academic and governmental
studies are currently underway on the effects of drilling muds

and cuttings on the marine environment. (See discunssion under

Water Quality at pp 37, above.)

-

Depending on the information obtained from those

studies, a decision could be made to:

() require drilling muds and cuttings to be disposed
onshore, thus eliminating this impact;
permit discharge into marine environment, with
appropriate mitigating conditions; or

(¢) barging these materials to one or more
centralized offshore disposal site(s).

gee discussion in Water Quality, P. 37 herein.

At the same time, sufficient data has been presented concerning
the potential harm muds and cuttings could have on the marine

environment to demonstrate that care is warranted pending
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conclusion of the research studies summarized above. Proposed
stipulation No. 10 therefore pProvides that until these studies
are completed and reviewed, all drilling muds and cuttings
generated by the project must be disposed onshore, This will
eliminate these water quality impacts in the short term,. and
permit any long term Commission decision on muds ang cuttings

disposal to be based on the best possible scientific

information.

The Commission recognizes the Principal role of the

Central Coast District Water Quality Control Board in regulating
the effects of drilling muds and cuttings on marine biota in the

project area. The Commission's Regulations for 0il and Gas

Drilling and Production Operations on State Tide and Submerged

Lands specifically provide:

"The lessee shall dispose of these drill
cuttings and drilling muds associated with
drilling and production well work, in
accordance with regulations promulgated by
the appropriate Regional Wwater Quality
Control Board. The method emploved to
dispose of the drill cuttings and drilling
muds shall be submitted to the staif for
approval along with the drilling mud
program that is requiced in Section
2128(d) (1)." (2 Cal. Admin. Code section
2138)

Finally, the lease contains a provision that any ocean

disposal of drilling cuttings and muds be performed in




strict compliance with all federal, state and local laws and

requirements relating to water quality. (See proposed lease,

paragraph 10, Royalty Lease and paragraph 11, Net Profits

Lease.)
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MARINE BIOTA: INJURY TO ANIMALS DUE TO BLASTING

Impact:
tan M ————

Possible injury to marine bkirds or marine mammals,
including some protected species, by blasting I hard

substrate for pipeline construction,

Finding:

(a) Changes or alterations have been required in,

or incorporated into, the project which mitigate'or avoid the

significant environmental effects thereof as icdentified in the

final EIR.

Facts Supporting Finding:

Blasting, such as may be required to bury subsea
pipelines in bedrock, can pose a threat to marine birds and
mammals, including some rare and endangered species. Death or
permanent hearing and balance discrders could result to birds
which are too close to the blasting area. Marine mammals,
such as seals, sea lions and even possibly 2 gray whale, can
conceivably be killed by underwater blasts. The proposed
lease forms contain a provision to require t2 specific EIRS
prior to any exploratory or production-related construction
activities, The lease also requires compliance by the lessee
with all mitigation measures developed as z result of the
site-specific environmental review. Stipulaticn 2, as
proposed, also provides: "mhe State reserves the right to
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