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" CHAIRMAN FLOURNOY:: Think you very 

.Mansfield. Any quest-180e-  
Thank you. 

MR. GLADISH: -Mr. Chairinan; I have a note iitr-

that -there = is:Ir.tp,efker frblit the Oil Chemical Atomic 

Worked _Intern4-460l 	I don t have a name., 

	

KE4TY: 14y, .-nanigiti- George itelty, 	dhairia`   . 
• 	 • 	• 

and r ther thaebe;' repetitive rwoUld just like  

14/ as far as larrobcfera 42 the Oil Chemical and AU*i 
't-4  

Workers; we ah, ipi°  'granting, this drilling #perjititink.„ 

reason for _that is th4t 	doi,11ave a, ~ as yob well knbio in 
, 

State Ait.t4ifbrilfia;-,; a Vety4igh iinetipl:Oyment .ratio. 
es -. 

14 By the ,way-, this won t giye us one member. We have no 

15 jurisdiction on e rigs. Our lurisdictiot tendit,:at,  the 4 

16 coast--.' And so consequently we Won't.  gain , ode inesOr 

17 it. But we are interested in people working. At the 
Q 

11 present time ewe have a high ratio of unesitiloyment. 	von2 o 
19 .fekr,-, that as far as 44 energy, 	concerned; t 

20" -will: aid in refinery,. operati9n In the area 'and. Orme ent. 

21 I can ,do. 00-more than to urge yoik,-to adopt-,ehis‘resolutip 

22 	 CHAIRMAN„-FLOURNOY "Oat* you:: 

MR.. GI DISH Mr. -Chtinniti, -  the last-niiik; 

n the hiSt:iis 'Senator tfaterti.fRains: froii..Wntuttsc:,a 

tante Barbara Counties. 

1. 1,  _ 



CHAIRMAN FLOLIRNOY: Senator •gain 

HI7 was the bus ride? 
— 
SENATOR RAINS: Not very comfortable. 

Good morning. ;  Mr. Chairman, members; the statedietti 

2 

3 

4 

5 that I just-gave Mr. Gladish is _& statement that I gave on 
DoT aka4 • 

6 Sept tuber 21st. 	airo :distribute before the mottling 

7 is, ..cive the -=','s!,atelietitIttat:,./-#giye today.- I 'gave  you only j. 

8 the 	 of.lepteMhe211itbecause I would `like to' 
ince. Orate that by reference' in the remarks that ,I intend, = •., 

at this : itne.', I do this because I dtr dot fxel ;tt at 

tiro 	

• 

points of celacern whicii I raised at 'that time has 

for:  the_ most part, been adequately answered in the EU* 
- 	„ 

; 	 .4 
4-1 on ntal,impact ALepott74 

hatileiiitpradhowever that te,the-exte4t 

ised EIR _does_ address itselkotb the concerns  

tember 

are` to-be commended. 

it 	 Today, however, I wish to direct my oral. reda: 
• . 	 • 	0_ 

19 to three areas that I feel to he.:̀--in particillar need 	, 

additional clarification and/or, =revision. 

First of all, 	Barry Cappello ; ty:,,it-torneey‘  

for the City of Santa 'Barbara-, and I, botit raised th4,,k 

. questthp_of liability 'at the September 21gt heart0 

response, to that question; in the final .Ele  

page numbers if you so dealte,, is irrliy,Opiniiiif • %, 

- 

14  

1 

23 

• 



p-a-r• 

inadequate, to say the least. To state that' ieil.stfng,f...- 

2 state. and federal laws, on industry--compensation 

current lease arrangements; and the judicial process 
a 

4dequately proVide for all "costs incurred  by public eetfties~' 

7 

8 

0 9 

10 

') 
13 

the 1969 spills. Although liability for damages Vat 
t-, 

kly c1ea,r -urider.,Califor0.8 	 our years  of  
- 

negotiations and litigation were required before **aged 
-• 

- public -entities were ddmpensated. Moreover , there 	--, x4a8 
 b 

compensation whatevero for loaf of tax revenues *and she 

If' *vaulting -diminGtion in -publicriservices. 

theiearlier rtearin 

-shoreline public and *Iva& property, including.proper 

owned b' local governmentaeabtities, -.experienced 

unconscionable- delays in,receiving Compensation following, ,  

_ 
resu, king 	spil  oil 	 ls"-Js to deny,  the 

SAnta Barbara over the past five years. 

A 	pointeduoutat.:. the time of 

experience of 
0 , 

17 	 In substance dtie- to =the geat- difficul pies' 

is in-  securing even partial compensation for'dimages resuiti 

19 from the 1969 till spill, the assuratries set forth, in the 

200 final gyt are simply not acceptable to the 'majority of the 

-,people in my district. And my district, by Efie 

include the two, coastal counties most affecifd, 
0 	 o 

and Ventura. 

_Given this ,situation,, it is my fief-LingA-_at:th 

StafeLands Catiniesion should denten& thdt ARCO accePtAltriet 



and unlimited liability for all damages that result from 

their conductRn state leases whether or not negligence ie. 

established. Should the State Lands Commission feel that 

it lacks such authority under Section 6829(e) of the Public,- 
r4 

Resdurces*Cdeetz1Vage!that remedial legislation be4ought 
4% 	44g;existing, 

cleale.up any 	 -ambigUtty in this area.-"rstand-,   -  

tii-iady,,aii;Membep- of' the StIte.;senate,,to.support such 
t 	e - 

legislifttioh;  

1 	.t"i 	
,• ■• 

a. 

yep 	 , 

CommissiCin woulkte prudent in deiaying,its decision with 

lUkt1r7thisAuestiOn is resolved, I behave 

respea--tOhis partioular application. 

like' to tuinJ090,attention to two 

closslYrel4teeiisueee which I feel must be addressed*-in 

greater detail and with greater care than has been'aone 

in the finia_EdVironmeneal Impact Report. The fiVst of 

these concerns ,personneenitig in blowout prOrention. g  
According to the -UR, itA.s ti-14--volicy of ARCO to send 

drilling personnel to the'Louisiana State Universit 

Blowout Prevention,School. Alle we are assured tha~~i comPan 

drilling foremen and supervisors are required to attend 
o 

LSU or an equivalent school, it is interesting to mete that 

ARCO requires only "on-the-job training" for its s rows. 

In othert\ words, those most immediately involved in a drilling 

opetation .arm being given id-house, or,on,-the-joh ttainlit 

-snd:this; 400 not, from all evideedes  compare 11 with. 

10 



2 

forme]: blowout prevention schoolottainings 

My suggestions here are twofold. One the State 

3 Lands Comm
. 
 ion should not 'rely on ARCO to eop,,tinue 

4 	 7*,  
- polityapfoinsupervlsed inTtiouse training.. Rather the 

Commission sho0151 require -Supervised and adequate 	train 
,,   

And , twa.; such training shoulii include attendance at blowout 

7 l preve tion eau 00 by al jp #t orm personne from roughnecks " I.  g ' ' 	siV - 	1 ' 1 *".f 	 1 

to .supervisors-. 
,- 	4 	..* 

,)A related ' issue is the question of cleanup „,,.. 
- , 

capability.. This cquestion Alas, of course,- beenrehashed '  

..,.ax■Vand tiMe4tain.. Yet it reititine'tone of the Weakest 
- 	 - 

- 12 points in the entire Environmental
`" 

I  

therefore. rreqnires still further-  dismIssion..=-  Several pages 

of the report in. Volume 	 h, 	devoted to C15 through, 1:jare8 

a discussion of various types of available cleanup,equipment. 

Yet there is no discussion Whatever of the amOunt'4 Wol1 
which each available piece of equipment willlc  up= Ife 

Ar+ 

are `informed that: equipment today can pick up oil 	five-A 

to six foot swells at 20 knots.4z, 	question reipnins,' 

how much oil will-these pieces of equipment_ pick up? Until 
, 	• 

this question is answered, I do not feel „Vast ARCOO -tuis 

supplier!,  vitally needed inforasation. 
- 	 0 

Moreover, concerning the aforementioned size oft 

the waves and the winds in whichsuch equipment is effeCtiVe, 

it it important to ',remember that such conditions' are 



0 

normal in the channel waters. Indeed,. t e 	 was 

2 carried onshore by winds and waves considerably-  larger than 

those mentioned. 

4 	 !Yelp another problem is the fact that emergency 
• 1 

stipplie#,-muet still baIbrought'from Port Hueneme, a 
' much causes considerabl& _loss .Of -time's in trying to 

- 	- 
distance 

scup  

an br spill. 

standing the.. 

before it 	 rk reaches major pportions.- _Notwith- 
P 

'diecussion on-page 297 of the. EIR, nowhere is 

5 

8 

0 

4 there any assurance that if the 1969 oil-  spill were to occur-_ 
0 

tomorrow,: the results ,,would be-  -any lest' disastrous than 

they were 4n 1969. 'POr this readon,i,Cannot accept , the 

12 ,yather;categoricafl'eseEttion that the cleanup capability 

13 is now sufficiently advanced that we 'May proceed 'without_ 

14 -considerable Adanger -to our 'shorei. 

The third question. 1 wish to raise today is that 

-41 

22 

20  in the 1980ls,' if we are to ,accept most of , the es=timates 

now --being advanced. 1The Coast 'duarsf is apparently ,nOw.. 

or'platform goes up as the number ,of ships inIrcase„ from 

perhaps the preikent 6,000 a year°  to somewhere around 10d900 
_ 	 a - 

of increased tinker traffic in the Channel. Obviouslnythe 

chance of one tanker colliding with another tanker or shii 
_ = 

takin& a position that pursuant to the provision of the 

15 

, 16 

17 

11' 

19 

Jones Act it wtll route tankers 'out/Ade -the -Channel, a , 
_s=tep ' in the right.  direction to ',be sure,. - lfue, 	be 

enforced; and if so, how? 
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5 

6 

7 

12 

13 

9  15 

17 

If 

019 - 

20 

21 

22 

23 

14 

Tankers -moving into shoreline installations'  sudh k)-  
as the Ellwood field, or the proposed EXXON installation - 
at Las Flores, or to an LNG Terminal at Point Conception, 

all that cross 'traffic .will g..-:tatly increase thedhance of 

collisloix,,z of course, doe_ s not even take into 

naideratiOn_ the coniinuCd possibility of increased tanker 

andL.super-tanker traffic through the Santa Barbara Channel 

frowthe AlaSkasPipeline Terminal at 'Valdez or -fiom the EXXON 

°development off Gaviota. 

=L=est you think' that,I-- am, exaggerating the - 

of an*,acCident,;  atItYw rap" to cite but a_ few; 

statistics In.only the first quarter' of 1474 I, 4o:cording 

to the Tanker Advisory Center, there wer'e3/6 tanker 

aCcidents reported. The more serious ones ;Included 18fitea, 

29 breakups due to, weather and,15 major collisiOns: Overall, 

from 1959 to 1968 there were 50,559 tankers of:various 

H sizes afloat. Of these 13,379 reported some 'kind of accident, 

resulting in significant dainage, -often the total loss of ' 

the shiP. 

There are several recommendations which Might-

lessen the dangers in this area. A) Re-rOute tankers and 

large„vessels outside the Channel islands, a tletour,which 

would add approximately 24 nqUtical miles to -the,1 - 3faags 

of such vessels along the coistr:. Thit conla'be done by 

the Intergovernmental Maritime QConsultative C>rganiiatioll;=_ 

-9 



IMCO, international-agreements. in addition to such 
= 

agreements, or in lieu of such agreements t 'if they-are not 

feasibae, a tTaffic, control system based on thi experience 

of France .:and the UhiWKingdom in thee English Channel 

o 4  ,• • 
traffic; by not -allowing the .expiansion of the°  present 

drilling opeiatimi or the installation of new drilling , 

operations in. 4--he Santa 'Barbara °Channel at this time. 

19' One fipal- comment.. Without going into the detail 

I did on .September-, 2- .I remain deeply concerned about 

12, the cumaative effect of all the-contemplaindoil activities 

13 s in the Santa Barbara Chanbel. To virtually ignore the 

emulative invact of onshore and offshore drilling, of 

15 j increased tanker traffic, of the mish-mash of onshore and') 

16 offshore tines, and'ot vehicular traffic is --ra travesty. 

to meaningful ecological thought. 
„ 

In my opinion the final Environmental-Invent 

_Report retains -Seriously deficient 'In this regard'. Tha , - 
you. 

CHAIRMAN FLOURNOY: Are there any queitgions 

the SenStor? 

Thankyou'very--*nuch, Senator. 

MR. GLADIS11: Mr. hairman, I have = a note that. 

counsel for Atlantic Richfield would like to make ..a 
0 

= f w  
should 'be:estabThheil".• Abd most important of all we 

should make every effort to decrease, nos increase; such • 

G. 



brief statement and clarify something. Mr. Jeff 

?AR., PENDERGRAFT: -Gentlemen my name is Jeff .  

	

- 	9 

Penileigraft, attorney for Atlantic Richfield. I'had not 

	

<2* 	"="i  • 	 - 

	

to 
°
=iike:Any remarks 	-so- I will keep them = 	_ „16.- 4 A 

VithqI brief. 	just wanted ko clear-up the record onone. 
_ 	 - 

or typie%pointa. 

First of ell, Mr, Weingand, President of ROO, = 

indicated that -a court in San,Francisco had ,issued a.°TRO 

preyentii* Atlantic Richfield :from2oonducting operations,  in 

the Santa Barbara Channel, pending heiring. That is not 
,• 

	

• - 	- - 

accurate. The tegiodal -Cbastal Commidsion, sometide, ago, 

granted Atlantic Richfield an exemptione,for operations in 

the Santa:Barbara Channel. _ That eXemption was affirmed 

by tithe State Commission. The Attorney Generel agreed with 

the recommendations' of both the regional` or : the findings, 

of the regional Commission and the State Commission. 

A hearing was held in the :San Francisco Stiperior 

Court in = October, and last Monday the Court asked, or , ordered‘ 

	

9 	- 

that new drilling not be commenced,until a decision could 

be Prepared which is expected within a week or two. 

The second statement that was made, I believe bit 

.22  

23:: 

= 
was Mr. Cappello, indicated that Don McFarland, his - 

consultant, advised that there:id a possibility of -pollution 

from pumping ballast water from the tenkerts.• T t 

is also inaccurate. The Environmental Impact Report 

Il 



• N, 

indicates that all ballast water from the tankers will'beo  

2 handed at 	nShOrt ,klispos41 facility. 

3 	 I. just wanted to clear the record up on those two 
t--  

4 fipints I might, also; make one-Other comment. Several,- 

's5 of the:speakers hatvefindiceted' that this Commission= is 
4,t 

6 not OW proper'Cotiimi-eSiod to decide this matter. 	seema 

to me that, at leait Mr. Flournoy, you were on the • 
Commission that origireally iMposed the moratorium. This 

tUdailiasion is s  thefAtiaryiion-  thaehas- .=studied , the problem 

10 and has -been involved with it for several years., and 

- 11 think that they are the only ones with the experiende and 

- 12 the knowledge to "decide this matter today. Thank you. 

13 	 CHAIRMAN FLOURNOY: ghank you very much, 

14`- Mr Pendergraft. 

MR. GLADISH: - Mr. Chairman, thatexhausts the 

16 list of peopl ,that l am _aware of that fish' to speak e 

if this subject: 

10 	 CHAIRMAN FLOURNOY : Are there any otheis- tte, 

19 who wish to speak to the Commission on this matter?.- 

20 	 Okay. 

21 	 LIEUTENANT GOVERNOR HARMER: Mr. Chairman - L'will _ 

MotTe the adoption of the application. 
r, 	• 

CHA IRMA FLOURNOY: Mr. Harmer has moved the 

24 adoption of the -recommendation. Is the-7 a second? 

25 	 MR. OUR: I will second it. 

• 



f6f,AIRMAN 'FLOURNOY; Is there any discussion? 
'.: 

MR. *-0 	 1 have sympathy with the position. 
 4- .. 

that was exRressed, as" think all members of the Commission 
--  . 	*. 

do I think its is pertinent to state that this Commission 

has Aio heard -geo-therMak'driiling, and has had an, audience 

6 not quite this _large but equally Opposed to geothermal' 
.'•=.  

drilling.. We had an audience.at least.this large when we 
st 	 P 

' tilaed; aboUt;  the .sitOmic )0: ant 'iti_ the''Aputh' coast and there 

was strong objection to that. 9 

10 

11 j would be more advantageous to get the American people to 

13 

I think it was Mr. Capptllo that indicated it 

cut their consu4tion.of energy. That's a laudable 

thought but apparently quite impracticable. I note that 

since oil became available the sale of small cars has 

practically ceased and the American public has gone back 

to tie purchase of large cars-. 

So while-I have sympaT-b-y,-iTor the position, I 

think the overwhkming prob1,,shat tlikis country faces is 
 

the importation of oil in such quantities that our balanc• 

of payments over the next five or ten years will be horribly 

°deficient. For that reason I feel that I am fully in 

22 sympathy with the motion to approve the drilling. 

CHAIRMAN FLOURNOY: I would just like to make a: - 

24 couple of comments Witt regard to this motion. I think 

25 they particularly rele to the appropriateness Of this 



° 
ID 

0)) 

O 

0,2  

ll uti  

• 

, 

Comm_ siou,acting because`i think it is fru-6 that this 
t 	, 

C-ommigsion, and I am*fhe Only-one, I suppoie, who was_heer 
, 	0  a 	;- 	, 	. 

-at,,.the -beginning*and-at tne end of the last eight years, 
r % 

heerd allthe Argumedfs a year ago or mom when we made,. 

('',.  
the, original decision with regard to both lifting the 

, 
moratorium'ancr-requesting lease-by-lease proposals from 

the various lessees se that they could becottsiderecl. 

4  irithinkthet _we .have been 47.1Cry very responsive 

9 over the years to enyixonmental considerations in the 
G 

i 2 	 o 

that are 	
OF 	 0 

IS tre involved here, those that are environmental and G  , 	
c 

,0 
those that are economic..., and some that are legal that ,c,- 

havent f,'even been menticined. And I  think that we:  ave tried, 
P 

tkrq hout this whole °#tocess $  Which culthinates n thls 

`proposal, to 'reconcile these' c 

° realize the optimum Pratection of the environment as well:: 

19 as the optimum UtilizatiOn of our resources. It Won that 

..- 	.-' 
 „ „ 	 :., 

basis, tnat I too will supiiort the recothmendation: 	- .,.p i, 
--0,, 

o  
It has been moved 	seconded.' AV„ those in 

0 , 	6r` 	. 
favor say aye. 	 . 

, D 	) 	
o c 

, 
LIEUTENANT GOVERNOR HARMER: Aye. 

MR. ORR: Aye. 

CHAIRMAN FLOURNOX:---- Aye. 
o 

172  

	imil=11.•••■■•■■■■ 

10' Santa Barbara Channel-. L-think that' we are so today. I 

11 J  think that we have 's to face the horns of a dilemma in terms` 

12 ,pf the optimum or ultimate total recognition of 'both valu4 

14 

15 

16 

17 

IS 
0c 

= tn; 
competing  eting deman and to 

c 	• 	, 

0 

2t' 

22 

24 
-9 

25  

4." 
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for considerafiRp; 

operation 

6 

0, 

the recomMendation will be,„P-proved..t 

'Let, s iiien'have left 

I_think --we are goiegto.put 5A list. 

,Is ,theie someone who wishes to address SC, t 

5 Sequoia Refining Corporation item? 

If the is no one who wishes to address the-5C 

ASSEMBLYMAN-CORY-I,woUld 	speakon 

TROUT: kr.
, 
 Chairman, and certainly Mr. Orr, 

10 

11 

12 to the oil companies operating marine terminals and pipeline 

13 facilities in California ,waters under the Commission's 

14 1 jurisdiction. I think we told you at the tImethe Auditor' 
-0 	 . 

, 	.„ 

,

---J 15 General made a report about the,lease-rental rates that we 

, 0 16 had substantially, in some cases in the neighborhood of a 

17 1 thousand to fourteen hundred percent, increased the rent, 

18 of that company The only remaining company it that time 

19 who had not'renewea their lease was Sequoia,= and as a result 

200 of our negotiations, and the Commission's backing, Sequoia 

21, has now succumbed or agreed to the revised=tent echeduleti-. 

221 Their rent will go up very substantially as a result of 

23 this lease. 	 a 	0 

° 24 	 It is an existing lease. It is a detached wharf 
6 
ZS for tankers and a pipeline from that detached wharf to thei 

will remember that over the past two to three years wa 

have brought before you anumber of renewals of old leiies 
0 

• 



0 

O 

S formerly entered into, with amendments to rAlect a recent 
a • 	• 

boundary line agreement that was approved fixing the 

10 boundary, relating_to-HerCules SequOia, and I believe the 
, 4 

11, third party was Phillips. Anyway, there was a boundary 

12 line agreement of whicb. Sequoia was a party% 

13 	‘- 	 So this also amends the lease descriftion. 

14 is an existing industrial lease. 

15 	 'MR.,ORR: Could I ask what the 

16 was before this? 

17 	 MR. TROUT: Excuse me? 

16 	 MR. ORR: Could I ask what was Lt.-Edit recent 

1% rent before this? 
o 

20 	 ,‹MR. TROUT: Well, they had,been paying $10,000 a `,  

21 year until the rental rate figures he'll:been resolved and 

22 1 we had come up with an-agreed rental procedure. They will 

, 23 also have to pay us`badk-rent to the-,:cffective date of 

34 this lease-which was November, 1965. 

11 

iWtroleum OrocessingTlant- near Hercules. It is a faCility 
;-* 

thlt has been in existence fome period of time. The 

rent 'has gone u-p"abou; $10'000 	c;;hat,it was originally, 

'andthe'rent- now 	ii4.*0 per year. It is based on 

the present rental rates aWying to appraised value plus 

the costs or the rental rates for the pipelines. 

It- j.train,extension of ai lease that bed 

0 



0 

R. TROLIT::' They are- paying $4,000 

MR. ORR. 	-nine_ years back dating 'it? 
O 

MR. OTOt: Now, is this a lease that has been, 

leased on a percentage of the appraised 	for instance 

six percent or seven percent or eight percent? 

MR. TROUT: The area occupied by the wharf and 

its useable areas surrounding it is baied on six 'percent 

to of appraised value of the lands. 

11 1 	 Then there is a `pipeline, bundle that iiias from 

12 I the refinery to the detached wharf-3- and that is at the 

13* current regulations of one cent per diameter inch per 

MR. ORR: I thought we talked here about 'not 
3-,  

16 	t coninuing-the lease at six percenL I thought we talked 

17 about that being an unrealistic figure. 

18 ASSEMBLYMAN CORY: You are making my speech. 

I 

Z. ZLAPISH: Mr. Chairman, we had an item earlier; 

a proposed emergency regulation, establishing that rate at, 

eight percent. In addition we have entered into some 
_ 	. 

,additional studies, to evaluate the adequacy,af -the)te, 

24 	 However, the Attorney General has advised us thiit 

IS our case for adopting the eight percent wider th_pserrerT 

Forty-five hUndred dollars a month:-  
, 4  
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.;' 

tegulation aspect of tae= Administrative Procedures was weak..  . 	 , . 	= 	 . 
Therefore we asked you to ;concur that we should ::::ile this 

3 proi)iitled regulation Under the normal procedure 30-day 
. 	- .., 	- 	 _ 

announcement, of. 4e proposed regulation setting- documentatio 

Under that -concept this may be adjusted at eight percent. 

would come back;fot formal adoptiOh, after a 30-day per 

Perhaps 

R. ORR: I --Wonder if I understand you. It has 

been my contention that we ought to go to eight percent. 

10 us assume -- it may be more but we will say eight perceiti- 

But let us assume that we produce our regulation, it goes 

14 

15 

is 

17 

18 

19 

20 

21 

22 

- 23 

24 

25 

- 	 - 

12 to eight percent, im haVe our hearing in thirty days or 

13 whatever, the necessary time elapses, and sometiate in Nacch 

the new Commission has before it an effective : ,sight_ percent 

beck to - '65? 

rate. Do we go back on this lease at eight percent clear 

MR. TROUT: That would not be the case. At the 
_ 

next renewal period it would be adjusted at the higher 

rental. The only argument that could be made for- going 

ahead on this basis is that this Was 'an_understanding with•0 

even a prior Commission' before this One in ti .1960s that-. 

the on companies would at such time as, an agreement was 

reached> between the Commission on a rental rate, schedule, , 
they would uniformly pay retroactive rent to che effective-

date of that time, and all have at the six=1:0 



	  8 
' ;3 

t tie excepti. df,T 	-which' :, now before you 
% 	- - 

The ,others 	a:16o: Be up-to whatever the current 

rate' is at the time *the rents are reviewed, -C,-urrent1yon 
- - 

most of them it is on five year intervals. 

14R. ,ORR: Well, Mr. - Chairmen-, t have no 'objection 

a retroactiire'rate-  fioM.i965-4to thk present time at 

six percent-becatiseat's been the State Lands COMmissiol 

policy, and I donfi t think you can go back on a company ietY.'. 

change ycar policy. But this goe‘ until 1980 and Z don't 

see why we give them the next six yeart at six percint. 

We are right in the proaess of going to eight percent and. 

it has already,taken us nine years to consummate a rental 

agreement. 

NM:. TROUT: I -think ,maybe we „ought to probably 

have the Office-of the. Attorney General comment-on ehat. 

A lease document was executed by the company, and,they have 
6 

deposited a rental._ And what effect your motiOno would have, 

I think maybe we ought, to have their -comments on-it. : We 

certainly have no objection to putting its over, from the 

staff's standpoint. 

MR. TAYLOR: Mr. Chairman, from my reading of this 

calendar item, this matter is an—agreethent on an existing 

lease and I hadn't understood it as being a completelk new 

lease. Their lease_ still has five years to run, so if 

underitand this calendar item, this calendar item isAin 

'4 

• Mr 

2  

3 

4 

8 

9 

10 

11 

12 

14 

P " 15 

16 

17. 

18 

19 

20 

21 

-22 

23 

24 

25 

0 	
0 C., 



0 

agreeMent at whet the rental fate would have been during 

thiiiitterim,period. ,And, there-is no new lease being 

contemplated at this time, but an adjustment of the amount 

of money due under the lease which was entered into by the 
0 

4-atmiii-siOn in 1965. - 

CHAIRMAN FLOURNOY: Is what you are saying that 

7 there was a lease made in- 1965 between the' Lands Commission-

cl and the lessee, pending the determination of the rate that c' 

Would cbe paid and what that amount was? 

10 	 MR. TAYLOR:,  That is correct. And 	my computatio 
- 

there is still five -- there is only five years remaining 

12 1 on the initial period of that lease and 

CHAIRMAN FLOURNOY: ° I suppose what becomes 

pertinent is whether_or not a lease itself, and when it 

15 was executed, incorporated the six—percent rate and merely 

16 left the determination of what it was as applied to the 

S 

, 	• 

11 

13 

18 it did not-so incorporate that. 

t9 a legal point of=  viewothat would 

20 or onot we can change it. 

17 value -of the property, to be 0  dettpaned or Whether' or not 

Because suspect' it is 

have bearing as to whether 

21 
	

MI. TROUT: The original lease did not address 

elf, as I recall it, to the six percent per se. There 

was, in-therprocess.„ a negotiation betWeen the induStry 

24 and the Commission as to the 	for assessing yenta/ 

rates to the oil companies and 	marine terminals. 

0 ,1 

4 



. 
Those negopiationi were in! 'progress at the time Sequoia 

o 
sough,t this lease in -1965 . , TheyQ agreed , at that time, to 

° 
3 pay $10,000 per year, with the understanding that at such 

time as the Commission reached agre ement --with the induatty'-  .„, 
an appropriate rental rate iisSess 

6 schedule applicable this type of 

7 1 retroactively back to the effective date of the lease, that' 

meat or a rental rate 

leasing, thwould pay 

8 amount. 

9 	 I think our only= pointis that there was really 

10 no negotiations. The oil companies finally capitulated 

11 in agreeing-that the Commission ̀ s approach, its rules and 

12 regulations affecting the rental rates for these kinds o 

13 fcilities, was a proper and correct approach and they 

14 have, to a_ company, now agreed with tequoia's agreecknt to*, 

the percentage of app---raised value,- including not only the c, 

actual area occupied by the facility but an additional area 

of use maneuvering -space, berthing space, whatetier 
0 

additional exclusive- occupancy they wanted, as this is an 

effective and appropriate way of -apprAising the-property 

0 and affixing the rent. 

And as suchi the amendment; the primary purpose 

of this amendment is to amend the legal description to 

reflect a recent boundary line agreement. They are Ala_ 

agreeing to our rental schedule. They have deposited the 
4 	0 

nine years of $4,569'M -worth of money with' us; and in 



yt  

addiiion Dave paid $14,505.  for the next period. 

Thi'sKthen brings the6 into line with all of the 

a other companies who have in effect totally capitulated to 

the„COmmissioni,s rental rate fules'44 regulations. 

LIEUTENANT GOVERNOR HARMER: We are not then 

6 extending fhe'Iength of` time of the lease? 

7 

9 

10 

11 

12,  

11 

14 

15 

16 

17 

16: 

19 

- 20 

'21 

MR. TROUT: The lease is not being extended. It, 

has three - it is a forty-five year lease., a fifteen year 

initial term and three additional renewal periods. This 

is not a renewal of the lease. This'is an amendment of 

the legal description ana in effect a fixing  of 	rent al 

rate pursuant,  to the agreement of the industry 'diet the 

Commission's rate fixing of rental review-procesSji 

appropriate. 

LIEUTENANT GOVERNOR HARMER: Any action we 'took 
, 

here would not affect the impact on this lease of the 

change in the percentage from six to eight, right? 

MR. TROUT: At the time that this would be renege 

in 1980 it would be subject for the perCentage rate for 

whatever was then in effect, the same as with seWral vther 

oil companibs.- 

22 	 LIEUTENANT GOVERNOR HARMER: But nothing*e.do 

23 heie affects the time when the lease is subject to renewpl, 

24 does it? 
il 

25 	 MR.=  TROUT: Correct. 



0 they have to pay. 

10 CHAIRMAN FLOURNOY: It's all ight We can't-- , 

0 

LIEUTENANt GOVERNOR HARMER: So we are sikFiily 

2 by this action today bringing it into conformity with 

everyhody- else ,andin effect- ettling the dispute that has 

been going on for nearly ten years as to how much rent 

MR. TROUT: As to the rent, 	the effect of 

this item. 

LIEUTENANT GOVERNOR HARMER: Thank you. 

dil 
0 

Mr. Chairman, excuse me. 

4 	0 _ 
il I hope the Attorney General keeps listening becOase I 

12 sense all kinds of Iegal problems. We cannot in ,essence  6i  

13 change the terms of the lease,by anything we do here today,-  

14 can we?

- 	 - 15 	 MR. TAYLOR: No.  

16 	 CHAIRMAN 	Well, we couldn't say we will 

knock it down to ten years and that reflects from the time 

it was entered into- until the time t,hathese new regulations 
0 

may be adopted, and they can worry about the new 'period? 

MR. TAYLOR: No, I do not belive that you can. 

MR. GLADISH: Mr. Chairman? 

CHAIRMAN FLOURNOY: Yes. 

MR. GLADISH: Mr. Taylor, could we reserve J  the . 	o 
rightrto adjust the percentage rate on the last five *ars 

,of the first term? 

0 

17 

18 
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,85 

.44 

MR. TAYLOR: Off the recOrd. 

(Thereupon a short- discussioil-as held off the 

I 	 record: 	. , 
Nit

r.  

%CHA/AgAN FLOWOY: Mr. Cory is al eady anxious 
; 

5 to speak on that. 	
, 	

i 
q 	1 	 ° 

6 ASSEMBLYMAN CORY: Good. You are oing fine. 

This is why I thought you_should put it ever, It seems to 

me that my understanding is slightly different n the 

staff but very close to the Commission members, that the 
0 

rental jee was in dispute and it is subject to what you 

11 decide here today if you der ie, as to what that rate should -.-__ 	,-, .3, 	,4=  -z._4 
12  be. And if you should decide it should be at eight percent 

,, 
rate, and if they are willing to agree to it, Se'quoia agrees, 

i 
14 you can take it back eight percent. There is a rate- in 

dispute And there is option to do that, and it seems -)highly 
3 

16 inappropriate, when you have got on the same agenda as 

17 originally prepared, /an item going to eight percent tos.

10 approve this retroactively at six. 

19 There are sortie other questions I have but it seems 

20 to me that you have a great deal of options, and rather than 

21 to forego thos If-think they ought to be explored. 

.22 	 MR.,ORR: Mr. Cory, for what is worth, my 

23 suggestion-would be that it would be unfair to the company 

24 to go back ten'years at an eight perch rate when Age are 

23 only now "arriving at To.that I certainly, think prospectively 

13 

4 



ASSEMBLYMAN CORY:- I would suggest that the fact 
- ,-, 

t.tithey haSie .only pair $10 ,otpx.po ftir "fourteen years 
 ' 

yhen they should have been paying r- and we can't appar 
. 	.. 

legally collectlhe interest -- that two percent kicle 

which legally can be put on and is iiot so' unfairZ-.--xey have 

	

q 	 , . 
been skating pretty-free and pretty eaay for fourteen years. 

	

q 	_  
CHAIRMAN FLOURNOY: My own view is that 1 :thlink 

the /Attorney General ought to research what the, options are 

9 and come back at the next meeting and -lay it out. 
t _ 

MR: ORR: Ves.  

MR. SHAVELSON: Mr: Chairman, I was .just going 

to ,say that we didn't contemplate that this was -going to 
, 	, 

13 be a controversial item and we would like the oppOrtunity 
o 

o  

14 

15 

16)' 

17' 

18\ 

19 

20 Huntington 13ach,Field, Orange County, 

; "MR. GLADISH: Yes, Mr. Chairman and commissioners 

thislitem is a request--to protect our interest financially 

and to protect the energy supply from-a broad standpoint 

by mgdifYing certain lease royalty rates, Specifically I 
o 

a going to refer to a number of leases combined into what 

= 

to study carefutly_the terms 

CHAIRMAN FLOURNOY: SO moved. 

LIEUTENANT GOVERNOR 'HARMER; _Seciond 

CHAIRMAN-FLOURNOY: And passed. 
cz> 

Okay. rThat takes care of 5G. Let's mOve ,on.` 

I have here a note on item 13A. Oh yes, Main Zone Unit, 

.T; 

O 



is known as a 91.1 Main. Zone Unit. This_ unit Jaas formed:, 

for the benefit ,ef lease hdiders and..the State: 

Most Osthes6_ leases have produced oil since-t 

1930's. In 1972 a unIt 4aas forthed as ,a meads to maximize  

additional recovery. 	short, the unit, as it exists 

today, consist& -of. thirty leases controlled by Burmah ail 

and Gas, and --twenty held by others. 
D 

.;,. 
In 1972 when the 'unityas formed , several things , 	 , 	 J 

a` The * ' 
0 happened . 	e „State approved formation of, the unit to ,, 

-.. 	 .' 
facilitate secondarY--' recovery by water flooding. Burmah 

11 Oil and. Gas spent about .$4 Million- in capital investment,.  
0 

12 Most bf the original well's were viugged for efficiency 

13 measures and new wells were drillgd. As 'a result, of that 

14 A mixture of oil and water is produced ilith -a ratio of 

,.,,.about fifteen barrels of mix for each barrel of oil cthat ,,) „ . 	. 
16: i is recovered.- There are great variations on= t 'b 	- ut that  

is about the average. 

18 , 	 ' I might, interject that these leases _ in the 

i9 aggregate, hive  
I

productd about $30-million in„royaitieCi ,, - 	,1 	 (-, 	,,. 
20 for'the State. 	z 	 , 	, ,-.---- 

After the unit was_ in effect and the things I 

mentioned had gone on, the projected reservoir estimate 
o 

23- 
of recoverable oil was revised downward fZom something 

fike twelve and a half million barrels° to about fOUr 

barrels. Oil prices for this oil have ,risen from $2.60 a 



"ar 

rr`V`to'.• well 'over4lck:.00. Normally this would- be a help,  

a unit or a lease holder or the State% 

However, this unit -̀ :-"imique. Most of the leasts 

in._this unit pay the -State on a price sensitive royalCy 

rate. The „higher the price of oil the_ higher the royalty 
o 3 	- 	 a 

rate , due' the State. At the time - the unit .was formed In c  1962 

7

, 	- 
tie: price wai-such that 'the'rOyalNEY rate was about twenty-two 
percent, At today's price of $10.40 for this 'Oil iii this. 

area the applicable royalty rate sJ  eiglitY-tour percent. 

10 Out of every hundred barrels producedthe State gets paid 

11 for eighty-four. This leaves sixteen. barrels to cover Costs 

12 and other related items.  

	

13 	 In February of this year, Burmah Oil and. Gas and 

	

0 	c>  
--, 14' others in the iinii-came to the State and indicated that 

L-c 

-they would be - compelled to. break the unit unless, Some3 

16 adjustment in royalty rate would be-fior_thcoming, Thts.i3latti-kr 
r-,-. 17= „- -was a major concern, to us if, assming that they were right', 

 
ill 1  the State would sustain a potential loss of about v minim. 

 "/,'  , 
19 J  This lc‘iS.  Could conceivably come about by a change in the 

,-.- 
20 royalty rate that cold °eel* if`their interpretation And 

,• f, 
21 thefr facts were right, that the unit.coUld be broken.,,  ,   
2k 	 a royalty rate would decline

, 
 under those circumstances to , 	

. 	0 

69  
Q23 about,twelve and a half percent. 

	

- 	 i) 	, 	, 
24 	 , This unit can be,terminated=by a vote of eighty ..) 

	

...x., 	, 	,=,. 

	

J 	0 	 , 
r. 	' 	' ' 	 R 	■ 

0  715 Lp e   k ent of the narticipantS for,, nonprotitability. , 1  
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the last ten thonths, -have odisputed'measurement's 

• on profitabilitrbut our analysis of -current conditions 

• indiCates that they have a strong case. Their analysis og 

• t course leaves no doubt, 	=   

(-Laughter.) 

MR. GLADISH: Given the problem,-possible 

litigation, likelihood of termination of the unit,. potentiki 

8 losSes and benefits`sof this unit, we entered into negotiation 

spent some, as I mentioned, nine or ten months of staff 

10 effortl) "computer tinte s  outside consultants, expertise from .,.. 	0 
he .KG's Office, and we recently arrived ,,at what we believe 

an acceptable ,.settlement: 

13 	 Our goals in this matter = of negotiation Were tct,j', 

maximize the= State s income by using overall income,under ° 

15 current; although maybe theoretical imethoda, as fur target. 
0 

16 In other Wbrds, we did not want to change cash' flowthe 
, 0 c. 

17 State. This was implemented by modifying the cashN..fl  ow 

18 curve,  so that the unit was placed in the black during the' ,.  
3)    

19 next two years, the main deficit period. This 4duction 
‘., 

and go-ing.on to‘twelve years from now. 
\ 	

' We have a proposed settlement that treats iurrits 
-, 	----- 
Oil and Gas sep4rately fror-the other lessee's becifr4se 

BurmaWhas the unique ability to compensate the Siate'for a 
-', 

. 	ri 
6 12 

20 

21 

22,  

23 

24 

15.  

royalty is essentiatly recovered in the period from year° two 

to year twelve. In other words starting two years from now,  

c, 



o - 

short term royalty rauction by agreeing to increase 

royalty rates in.  the long pull. =Burman also bears the cost 

3= for initiating the Unit and carrying out the cat of 

A secondary recovery. 

The highlights of the proposal- before 'you' in ; 

regards to ,Burmah ate these. We reduced the royalty rate, 

the maximum roytlty rate on primary oil, oil-produced for 
, 	- 

the next two- years, easement leases, to forty-five percent. 

The royalty rate for Burmah on the main. PRC 91.1 lease or 

secondary would be increased from twelve and a half percent 

to nineteen percent for that period starting two yea from 

now. In addition, Burmah would agree„that if the unit is 

terminated by certain voluntary actions, they would agree 

to pay.  the State the difference between the_p_ew royalty 
0 	- 0  

15 rate and what the State would have received without this 

15 adjustment. 

17 	 In this case of breaking it at ) the higher r-oyaltY 

111 rate on a secondary, it would also remain in effect. Burmah 

19 agreed that their interest in the 91.1 Main Zone would to4-;....j- 

20 be quitclaimed or otherwise surrendered to the State or any 

21 other party without prior consent of the State. 

° iiighlights of the PropOsal regaras ,to the :1  

non-Burmah leaseholders are Royalties on these leases 

would be reduced to a maximum of seventy-five r- -five percent fo 6 

oil produced during the primary period, two years. The 

22 

24 



percept. 

£' A 

O 

1 

State would receive the,same limitations on ' termination.,_ 
 

and quitclaiming leases described in the Burriah proposal. 

This proposal-puts the nOn-Burmah lessees the black by 

our calculatibns, btit,just in the black. 

5 „— 
	

Mx.' Chairman, this proposal places the unit,-as 

6 I indicated in the black, modifies royalty rates,F16rotects 

the State froma possible rate loSs Of:reventeS*:in,terti' 

6: of breaking the unit and will have little effect -0-n long 

.91 
 

term revenue. I ask that you approve the-execution of 

10 documents by the staff with the advice of the Attorney 

11 General- to accomplish-the aforementioned purposes;-  

12 
	

CHAIRMAN FLOURVOY:„ Okay. Is there anyt-- , 

13 	 NR. GLADISH: Excuse me, Mr. Chairman. I have 

- 14r.I some -correspondence from Mr. A. C. Mariodof ther Rico-
_ 

 

150ilCompenyo.Heindid„,_-atPs ave the - 
fl 	 _0 

16 royalty rate reduced to forty-five percent.  

17 	 NR. ORB. Mr. Chairmani.‘ 1'4, like to just -take,b, 

18 sure of one thing that I believe I underSiood. ,Theprice, 

'19 sensitive royalty is eight-four percent at $10.00. If it 

20' went to $12.00 or $14.00 or some such figure then they 

21 would pay.'a hundred-percent? 

22 	 MR. GLADISH: I believe, as I recall:, in-looking 

23 at those leases that there'47e graphs attached on them toy 

explain the royalty rates. I believe it exceeds a hundred 

1 

0 



MR. ORR: That's all I have. 

17 	 MR. GLADISH: October 1. This rate is very 

18 sensitive to imports so I would suspect that we could 

19 expect,some rather large fluctuations in the new oil price. 

20 	 MR. ORR: So then there is already the possibility 

21 that we will be paying 0.0.50 a barrel?' 

22 	 MR. GLADISH: It is at $10.40 and has'- gone up ' 

13 over $1.00 since we started working on the problem.' 

24 

'EVERITISt The foroula is roughly eight times 
= 

the price so twelve and a half dollars wouldbe roughly 

3 one hundred percent. 

4 	 MR-. ORR: Then yob would have no que 	thatAt 

5 is unprofitable, 

6 	 (Laughter.) 
0 

1 	 MR. ORR: Well now, 1.:tt me ask one other questid0 

8 which is purely technical in nature. The oil producing 

9 countries in the last week or two have:raised the price 

10 ` Of petroleum I believe five percent or some such matter. 

11 Is that likely to be reflected in this $10.00 rate? In 

other words, is that sensitive to imported oil rates or 

11' is that 

14 	 MR. ,GLADISH: Certricm y, certainly. The $10.00 

rate went into effect about thirty, forty days ago. 

MR. EVERITTS: October 1. 

CHAIRMAN FLoURNOY: Okay.' Any other? 

4!- 

12 

15 

16 
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7 

. 	• 

r. 
MR. GLADISH: There will be separate ligreementa. 

pi.oposalcwouldP set their royalty rate at a ,- 

seventy-five percent 
-
effective 	 f the first o 

- 	 0  

7 under this 

ma2riM6is of 

DeCember. 
0 

0 	.9 

MR. GLADISH: Everyone, yea. 

CHAIRMAN (FLOURNOY: Any fuigier discussion? 

LIEUTENANT GOVERNOR: Just one question, 

di  e other small Andividual.leaSeholders? Are we going - to; 
A 	, 	 0 	 Fr 	 • 

'expose - ourselves to some litigqion on their part 	they 
riot included in the agreement? 

6 with the indiVichfals and with Burmah: And tqa propose, a 

- 0 	Our calculations Would put them in t*131ac 

watia, in our mind, remove much of the incentive- for 

CHAIRMAN FLOURNOY: So wedealing, in essende, 
p/  

with all the people?-- 	 t. 

LIEUTENANT GOVERNOR HARMER: L move the Vopticigt 

MR., Oki: Second. k. 	- 	 s-2 	.." 	• . 	 , 
CHAIRMAN FLOURNOY: It has been mewed and secon a _   

Without objeCtiolt-it will'be approved. 
4. 

Let's see. Now we have got Long Beach- dry gig:. 

taiGiriliDISH'" -Mr Chairman .I don't have any bacft 

for 'this item. I anticipated, when we prepared this, Ile  
, 	.0  

( 4, ihat„,we Would have 	settled some negotiations 0 	s. nix 
4-  

Lt 	 lietw en 	state Lands DiVision staff and t 

4 
1 ►  

P2 

tf 

Fl 
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144 

kty• if Long. Beach in regards to Price-paid to the State 

• fe 	- 
-;.:- 	 14 :04  , 	- 

foi dry gas. 
. 

- -CHAIRMAN FLOURNOY: Well, we don: t have it. 

4 	 MR. 	• vISR:-._ Chapter 138 sets up a deilnition  . 	. 
f pricing meChanism and gives neither the State nor the 
= .t,  	o 	/„----'.  

6 ity leverage in terms of the price. The law- says, that =the. . 	. 	,.... 	 - 

State and the City shall agree, and the standardt-lupon 

k„which .our'curtent agreements ''were based- <are >=in our mind 

itAliquite nor" are they, I belieVe,-  in the mind of -.th* 

City., although- I-  ktim' t want'co-  speak for thecia in this casi... 

The City gave us notice under the current agreemen. 

to' ,,enter 
	

kr ti enter tegOtions,on a price change about a year
0 
 and a „„  

half ago. They want the price-to go down and we want the(i 

I.• price to go up„. That' 	icing and the Short of the .. 	 ,  

toblem. , 	_  

16 s 	 CNAatt4N4LOURNOY:  n•-4thet wcird.s.,0you. • 
' 

i T bPxn..iik Violation- ,Of the law. You have '...np,g: agreed is. ic 
4- 

19 	 (Latighter.) 

2Or 	 MR. GLADISR: 	- think they have come in so re ways 

21 to recognize, at least, that they owe us a considerable 

22 amount of money it thispoint regardless of how it is 

23 settled. ..But considering that at this.point in time I 

-.34oul,, ask...your authorization to prepare-i cOlprehentive 

hi a
‘44" 	 • 	 ° 	 - 

tte of t
%P 

 1?-robliem Ifto and for the= 	CmmisiA oNyu ano 	n -  oon-  „-c 	 r 4 	 14' 1  

• .• 
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1 
= 

4"-kit7V 

o for .the Legislature and fo•ithe 

anticipatiOfl that 	.would StijaluIate resolutinn 

fo'pleta. 

CHAIRMAN FLOURNOY: 	think that's 
we can't resolve it today. I think. we ought td get that 

°and if we need additbnal help, create a mechanism to 

aCkitate the agreement, and we will proBeb/r have to- 

ti 

tic:. . the Legislature to get it: 

All right. That leaves us wherel.  

=MR. ORR: EXXON: But yeti also hakre Mr,..‘Cory's 

request for a new meeting time. I am gOng to leave but 

'd to- ,.-talk,  for a ,moment to that -new ,meeting. G=. 

to ask the Attorney General how much time atilt be  .ven, f-

foritemson the agenda? Is it ten days? 

MR. TAYLOR: - It is one week:- 

Mk ORR: One Week. Then it Wouldn't do 'aii:g0 

to set it on the seventh becatise- the :agenda ceoUldn t 

publis,hed, but they could do itc,- -dasit- A.4:: the fourteenth. 

ASSEMBLYMAN CORY: If we could, give you the agenda 

tenIS 

MR. ORR: 	know, but that's' going furthest that, 

want to go because that puts the new COmmission into 

effect earlier and I am .simply not wilting to'do-  that,_ 
 = 0  

Ite4 Q 	 - 	- 
:d' 	tQ 	 enth or fourteenth:. 

t 

24 y 1.1iii -etr.rain it* anxious to-hold, yOu beyond e 

, 



I,:goc-71cew 

A (3 

HAIRI4AN gLOURNOY,.--- 	 d say that techniCal 

tte- Sixth -- so it would be the sixteenth.° 

No, a.  week: 

CHAIRMAN FLOURNOY: Oh, a week? 

MR-.9 (:)Rii: A week. 

CHAIRMAN FLOURNOY: Monday, the thirteath? 

MR. ORR: •,Monday the thirteenth. T.-have no 

encion to that I just doet see that theinew Commission' 

'Id start, dto --act Untilt-they are legally eilnlAtitut 

by setting an.'agenda. 

go alOng=with_that. We will amend that, and,-:take  tha oft. 

CHAIRMAN FLOURNOY: 
- 

leave only tita'EXXON item,right3-  
• 	0 	0 0- 	.,s. 	, 	• . 

--• 	- 	 • MR. LAD IS'H Yes, eir. 

FLOUR140ti Okay. 

:flMARICLAD-I 	' ;1Chairman if .I might Mr. Trcii4A .., ,I   Chairman „ 
 

-:prepase‘ 4-esent 	 y. the pAject and the 
.... 	I. 	, 

- 	 . 

_ 	I k°,4
a q  

,. 	et 31  17 V 



and onto the shore near El -dapitan, in an iliea which *mind; 
. 	 • 

'the Torrey Canyon, which was mentioned earlier by some 

the :speakeri,_ with an onshore facili 	"o% 
a 

;. 	The other aspeCr of it is 40  relOcation, of an 

exiating-maritimj-Oading terminal, which 	this small -titOle. 
, 

-rigkt here , to a new marine-,(terminal located farther,:Out  ' 
' 

	

....,.4 4.. 	 . , 	. 	 . 	 , 

to, sea. 4  0-0 9 :Etre thing, to be emphasized here ..i.se) that thexe 
_' 	,;:  .715VI"Vederii,treeitmeat 'of*the Federal leading program 
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envirotimkOhtel iMpact and how it:  relates to our re-0.0n, 
- 	 -4- 	- 	0 

on -the project, ,anda'd like. to, clime when he toncitideS: 

MR. iraolm( Mr. Chairmen and c_Lifuterfan.t OPver09-r.,-  

-the 'EXXON project 	just a little different from the-- 	• 
_o 

I0 

,.„ 

	

reject,- that Mr 	 has presented to 	that, it 
ti-itc case the project involves the,,Federal Outer. Contitteh" 

	

; 	= 
Shelf lease with the Santa Ynez unit, ,which -baticalY 

r4ie unit here: The:Tuntt operator AS E40.14 Co4oration. 

The proposed drill' s_iterpn this rprojiCt.ois 

T10 Federal Outer- Continental waters shown with_ tkla large:, 

11 red circle. The project:has been the subject of a Fe0e:rt 
e2 

12. environmental impact rertiOtt and which-  was -approved' by 

13 Underseretary of 'the -Interior on cAugUSt 1.6th, 1974. 

- 14 	 s he project inVolving.:,the ,COmmission starts V  a 

01 	the offshore boUndary of he State _which 	geograplic 

miles from the nearest= point, and runs across State adelifildi 
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4:47- 
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h,ge 	• 

11#.16.1 o be 	 e taiiker: It. is_ limited ti„ -  

jurisdiction involves the .tidefailds from the out  • libundit es 
of the qtate„to the, mean ,high tkcle-  licie,ipato-  the poin 

the yipelines . gA) on shore,-  

where 2 

4 

The=prolect, scrubs Commies on jurisdietiOn .irivo yew ,?      9- c 4,. ,    a 18-J:rich well production": line coming: teghore *--Ociuthitt . 

\\,. ,..' 	' , 	.‘=,-'.' 	, 	, ik,44 Tlapf orm, and a six-`inch =poser cab]. 
) 	_, 	..,.? 	0. 	 ,, 	e...'„, 	, 	, 17  

x alt'o-, ionirolves '-_ 247,1-4inch ,marine loadi 
, 

was 

the same right of -Way and then= spurringout_- t" 

11 marine ,terminal i The -Present marine" termi 

eie; involves iv-standar& five-point mooring --tytte.at 

`red right of Wily., ,2-inCh gas lime aliong.'thesame 'right 

of may, an eight-Inch ;water line, °fresh litter- 	outz,-.,to 

e Wut: ioA\ thi'Plat,carm. 

ng 	frit,g gapan 
45t: 

oraterlifused by .-.‘thellAltil Company ;ands  is primitili a barge 

14 foading 	 It is right at the Oat  of the kelp beds 

in here and the Department of wish and dame has a kelp 
_ 

harvester under' lease in that 'area-  at the present time. 

The new facility will be thirty-seven 6-- thirtr. 

6- thirty-seven hundred feet out from shore end _will beeitime 

distance from the: kelp „beds and will involVe 'a 'radius, 

new single-anchor- leg Mooring 	te sysm insteai  of- fie or  
seven buoys. It will be a single buoy to whichc the bac°  

° 

or , smalltankek wiLLrevolVe,  so.. that (it° always heads into _ - 
s‘wav,e 	,-,thei win .02  0 	 t 	itit _not conduciti&yr 

- 

o X17 

20 

23 

	

circled radius- of eight hundred fee-V.,: and it 	bee of the. 
- 	• 	- 
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0 
the,_depth of water and by 'the ,size of the grou4d gefirs in 

the relatively small coastal tankers and 'so 	not a' 

supertanker 
	•,0 

supertanker single point mooring. -It s apt lois enough. 

TherNacer is not- deep y  enough It Sust 'Ac e superior du*. 

"to the. areh of the Ola five-potOt diotiring'syctenti 

0The- pipeline in the' near-Shore zone 'will be - ,• 
'buried out to the point where the wave effects' will no 	a.  

. 	.„. 
longer , noticed' On'ithe'bottOm and it wig. be baried eitn: 

by blacking, 'where iiiitesoary, througk rocks, at they willw 

have to get It ;permit from-Fish and. Came or by iifing-iin 
s 	r -c) 	 e -- 

this, carea. 

So,that, is =basically th )  priijec 
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relationship, this is Point Conception and here Is the 
G' 	 0 	 C E 

familiar Holly Hilda, Hazel and 	 3G4  

r 44. 6.  

 

and 1  Santa Barbara. °This is the location of 'tit* propose 

right bf *ya3T • 

-o 

fi 
•-:--- -tv-get a 

0 

MR. GIADISH: ilk. Chairman; the difeTopment plan; 

for ":phis -leas:* was approved. by the Department of 'the 

interior- August of thfd year. IndicatiOns are the-tit-1,4a.  

lease will" contribute --L.aboilit one billion barrels of crude ,  
oil atictihelf a billioh -"cubic fe,et, of gas to our energy' 

:2  ,..f 	° 	 0- 
supply. =:11114e appVirdct plespi containsfwo alternatives for 

'handling -of ,-oi1 nd1 gas. One involves briging the 0 
4 e 8  	' 4.1' 

n gas:to- Aare" vi4 pipelines'  pland the system thett,,,Ifr. (T..r 1  
  - 	.,.. 	... el — 1 l'i  . 

glYides 	 ►tibed,a4  iktoritge facilityy modificatirons on. Shore, 
• ,„; 	.  

0  

2,1  
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_ • 	- 
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' 
and an existirsie floating terminal coif shore-. 

.. 	 : 

2 alternative rewires approval, of courie, oF-tfiis`TbMiliss‘ WI; 
a 	_ 	_ 	- 

3 Santa Barbara Conntj-and the Coastal -ronMisii4 , 	, 4 	 -.4 
	• 	

a .. 

il 	
- , 	 .- 	, 	 \I 

 The. County-:Of Santa Barbara-nanning,,Commission , 

yestr-day, after three hearings, it is my understandii 
- 	,  
apPrOVad this project coiling' in on shore - in`_ terms` of _the 

- 

c?_ 

ti  <-1 

jurisdiction; and it is also my understanding that port 
a 

of the project must yet go to the Board ol-.rSlipervisorif. 

The Coastal Commissiorvhas not yet acted upon thiS project. 
4.  

1 0 - 	 The second alternative' that was also approved;b: 
9 ° 	. 	= 

1 the Secretary of the Interior, should..the_ StatOand .coin;  
bodies 'not approve onshore operations, involved treating  

43t ° and storage of nil in a'floating-  vessel moored ottilde- the 

	

, 	o 	. , , 

	

'fie-fie 	oTritated 	 bo -crude oil _would then b off a-  e , 	 c 

t stuttle 4rges or tankers for tianspoit to market. 
_ 	

-  
"-Altt

k rnative one,, bringing the oil and Jgas to shore_ 

17 has tc."'.t.. 	bene4.tLs. It involved - less environmental 

111 „tisk--and will allow for the utilization of'*the.natural gas - 
, 	, 

19 production, which as has been state A here today,:its in &hart 

supply. The staff of the State IcandaaDivision has ha.this 
, 

. 	21 ite,.„----„sA4,5c,fpr, about- a year and-a half. The -EIR wag- 
. 	 ., 

.-  reViewedE and endprsed by the Besourdes Agency, And 

, . Chiiirmanand.i Cogriiissionerp I recommend %ars,,piroiyal. 
l 4 
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