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| first time the Lands Commission has ever met inuLong’Beach.'

will pxobably kealize in the neighborhood of $100,000,000 --

LONG BEACH, CALIFORNIA, WEDNESDAY, APRIL 30, 1975

10:00 A. M,

MR. CORY: We'll call the meeting of the State

Lands Coﬂmisﬁion to order.
i L,, ‘ »/)
L The secretary will note that all the

members ara present. And I understand that Mr. Lingle has

i

a message for us. )\ Mr. Lingle.
A\
MR. LINGIE: Gentlemen, we want to yelcome you )
: NS R ) o

to Long Beach. It was left to me. I've been the City's

spokesman bafore this body for nearly 19 years. This is the

I suppose there were times when we hoped that you would never
meet in Long Beach, to be pexrfectly candid about it. But,
indeed, I thirk we've all become realistic. We know that we

must cooperate and work together. We are proud -- we're

very proud of this'pbrt. We're,prond of the marina, and we'xg

particularly proud of our stewarship of our oil fields.

I think that you realize that the State

assuming that the prices are coxrect -- this year,
Yoﬁ know that we've done a pretty good
job trying to run the oil fields as your steward.
Welcome to Long Beach.
MR. CORY: '  Thank you, Mr. Lingle,
The first item on the agenda is the
confifmation of the minutes of tha meeting of March 3lst.

Without objection of staff, we'll go over thosa also.

7
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MR. NORTHROP: Yes, sir.
MR, CORY: You have the minutes without
objection; will be confirmed as presented.
. The next item is reported by the
executive officer‘ﬁr. Noxrthrop.
MR, NORTHROP: I have a few infermational
items, ﬁ&. Chaiyman, including a response to Governox

Dymally's suggestion last month on requirements for

recreational pier and marina lea§és granted by the

\
i

Commission.

I alsofhave a detalled report to make -
to you on}Item 11A. And with your permission, in addition
to that I'ﬁﬁuld have comments that I would like to make
at the proper time on Ttems 9 and L4.

At the last conmission meeting, Governor
Dymally suggeéted incorporating into the leases or lease
renewals for recreational piers or marinas occupying state
lénds, a cohdition of termination by?the'State Lands
Division. |

He suggestad that such condition wsv"4
be exerxcised if and when the appropriate planning agency
adopted a plan under which the pier or marina structures
would be nonconforming.

To meet Governor Dymally's objectives,
yet still provide firm-term leases, the staff has suggested
the pbssibility of reducing the lease éeriod from the

present ten years to five years.
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' require compliance With reasohable local fegulatidns, and

Under normal zoning processes, such a
five~-year pericd would not extend private cccupancy unduly

beyond usual planning periods. Xn this way, the Commission

/

could deny further permits or remove non-conformlng structures, "

and no vtructuxes will be contrary to local planning for mor¢

than just a few years. Staff revidw indicates that private
and commerc;al recreatlonal pler or marina leases are
usually 10uated in areas zoned for public recreational use
and appear to present little problem of non-conforming nse.

- | There is an addltlonal con51deratlon for
marinas,x Amortlzatlon perlods necessary to flnance major
marina developments usually rgqumre fairly long pericds of -
firm oc;upancy tp'guarantea ‘pay~out. \

Governor Dymally's objeétives are

met in the normal contract provisions of such leases, which

which are adopted only after COmmission approval.

If the COmmiésion concurs . with staff
rev}ew and suggéstion‘for a shorter lease term,csuch
reduction to five years can be conéidered as part of the
proposed‘new‘regulations now out for public comment.

As you know, one public hearing on
proposed amendments to our regulations was held in Sacramentq

the day beﬁore yesterday. Another will be held here in

Long Beach on Friday. After public comment and testimony

has been 1nco“murated staff will bring the proposed regula-

tion amendments before the Commission for consideration and

action.

i e
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In addition to this, we 'will also bring

some of the pertinent comments.

The second thing I'd like to discuss,

if the Commission has any action on this. Does that satisfy'*

your request, Governor Diﬁally?
MR. DYMALLY: Yes.
MR. BELL:  Yes.
MR. NORTHROP: The reason we were &oing for

that time is to give them a chance to actually get sﬁme

~/k1n& of financxng. It would be. difficult for any institution

to fin&nce on anything shorter than that. We have shortened ’

the term to give us a‘chance to finance, and ieave
perpetuities to the peer groups.
MR. BELL: Sesms logical.

MR. NORTHROP: oecond thing I'd like to

' discuss, Mr., Chairman andkphe members, is the coastal zone

plan report. State Lands Division staff is presently
critiquing the recently issued preliminary coustal plan
prepared by the California Coastal Zone Conservation

Comiaigsion. Publtc hearings on the proposed plan have

counties. These hearings are scheduled for completicn by
the end of May. Proposed policies contained in the
preliminary plan are scheduled for adoption hy the Coastal
Commission in July, 1975;

The third thing I'd like to discuss, in
passing Mr., Lingle indicated the coopération of Long Beach,

and at the present time I am currently meeting with the city

i T o s gL £3 8 @it
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1 manager of Long Beach in an effort to resolve dgme long -

2| standing problems on the valuation of Long Beach tidalands ' :

3 dry gas.

4 I had hoped to bring. tbe Commismion & :
5 campleted program before we were 1n Long Beach ‘however, we
-6 ‘have developed some last-minute snaqs, and we're now txying
"7 | to work out the language. We hope that we will be able to
8 put that on the agenda next time. The ultimate thing I'd |
9 ‘-1ike to discuss in this report, Mr. Chairman is the U S. }

10 | Corps of Engineers public notice. In 1968, qnion oil

11  ‘company received Approval from the Secretary of Interior and |, v ;
12" a permit from the Corps of Engineers to install a third '
 13 platform in federal outer continrntal shelf waters, Platform c-
i4 With the blowout in 1969, the federal
15 | government suspended all activities on that 1e§se, and in
16 >1931 nOtifieqwihe Union that they would not be allowed to

17 | install Platform C hecause it would intarfere with the

18 government's'plén foiﬂa sanctuary area. 1In addition, the
19 Corps permit had expirad | |
20 ‘ Union filed suit against the Department |
51 | of Interior aeeking to proceed with the installation of

22 | Platform C. The Court ¢f Appeals remanded the case to the
23 | Federal District Court in Los Angeles and instructed the
24 Department of Interior to file an explanatory statement

25 | of its actions. Unless »n&tibfactory explanation is forth- |
26 | coming, the Court»has held that a moratorium cannot be
27 imposed on Platform C. Union has now applied to the Corps ﬁ

28 | of Engineers for another permit. State Lands has received
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a public notice askinc for 4ny comments tho State may h~ve.

The Corps has stated they intend to consider only naviga-

ticn, ‘naticnal security, in reviewing~the Union's application'“\

Y

The Commission might wish to conment

on this publin notice in view of the *ollowing facts: This

action would qgceleratg drilling;in the channel without‘

‘due’conaideration for‘tho state policies and procedures.

We have considorable oil still’leaking from Plarfoi$>h.

/Addlnq a new platform in this area vould have an unfortunate

aesthetic impaet., The State 8 prenent atrina@nt procedures

for containment and recovery should be fullyconsidered by

“ktho Feds hefore auch a platf om is issued.

B qu Chairman, I brought this te the
Commission's oﬁténtion because I beliéve - as ekecutive
officer, I believe the Commission or the staff should
nespond to this coverage, thgsevpoints.th&t we ﬂust menf
tioned. |
MR. CORY: If’they}re iimiting the testimony
to the other items, how would you be permitted to -~ anybody

be -- to deal with another subject?

MR. NORTHROP: I believe that nayigation could
well be considered in view of the fact that the leaks are
there, and it behooves the Feds, in apparently all the off-
shore drilling, Mr .. Chairman, to consider only those things
which they have difficulty in objecting to.

| | But I would like to go on record foi

the Commission, or have the COmmission on record, oy

perhaps individually the members would like to address

Q
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/‘hemselves as ﬁell.

o MR, CORY: What, by just instructing the
i

staff to appear or -~

, MR. NORTHROP: It would take at least communi?
cation with the Feds in this problem.

MR. TAYLOR: 1It's normal that comments from
all affected agencies, both Federal and State, are forwarded

to the Corps. And in this way you could file an answar

both to objections, to the limitation of the hearings, scope,]

and also giving the comments Mr. Northrop has suggested if

~ the staff finds that those are valid after investlgation.

MR. NORTHROP: C-will be in a ling. Mr.
Bell, with -- as Mr. Dymglly -= GOvernor Dymally can comment
on, as he was out there yestexrday. |

MR. BELL: This”is one where the line just 
goes sfraight out ==

MR, NORTHROP: Yes; right.

MRQiaELLt This would be further sbuth?

MR. NORTHROP: Yes, right.

MR, BELL: Geologic Hazard decided that it
is not as severe as A?

MR. NORTHROP: I don't believe at the time
Platform C was first awarded, Mr, Bell, they went into
the department with an environmental studies that they're
cﬁrrently going into. And I'm really not prepared to
address myself.

To angwer the question, my initigl

reaction would be, I don't think there will be any

e e i T AT e el b
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decisive work to be done in tha line coming ashore from

the Exxon offshore.
| MR. BELL: I certainly would agree to at
least havé the staff pursue it,
MR, CORY: Without objection, consider
that your authorization.
‘MR. NORTHROP: Thank ycu’very kindly.

One mora itein, Mr, Chairman.

There are three pieceé of legislation
currently being under consideration in thﬂ Assembly.

One is AB 611, which\would impose d
absoiute liability for damage caused by oil and gas opera-
tions within the coastal zone. If enacted, it would assure
that damage or injury to the natural resources of the
State ~- they're compensated for.

AB 366 would give broad oil pollution
control authority to the State Lands Commission and would
reQuire the State Lards Commission to license all oil
terminai facilities and regulate such operations in order
to prevent pollut£$n of coastal waters.

And AB 45 would create a deep water
ports division within the State Lands Commission in order
for the State to regulate the construction and operation
of deep water ports. This is considered to be declaratory
of existing lawand will clarify that the Commission is
the major responsible organization to attend to these

responsibilities.

I have before you a resolution that woulr
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i 1
authorize us to proceed on those hases., I have discussed

it with the GoVerhor'-* Lieutenant Governor, who is the

chairman of the subcommittee on legislatior, as you know.

- And the staff awaits your pleasure on these itams.

MR. BELL: Mr. Chairman, I certainly agree

with the resolution of AB 699 and 366. :

| I have a problem on AB 45, as §pu may
be aware. The Governor's office and we are opposed to
AB 45 because of thgytranéfe: of responsibility from
Governor to the Commissicen. “And becausebof that, I do have
great reluctance in being‘abﬁg to vote for a resolﬁfion
that has two good things and one bad thing in it,

MR. DYMALLY: You mean 699 and 366; why don't

we separate 45 and deal with it separately.

MR. BELL: If we could at the moment, and take|
a vote on the resolution, I would like to do so. |
MR. CORY: We'll take the resolution with
the fourth whereas clause we deleted.
MR. NORTHROP: VYes, sir.
MR. CORY: Mr. Dymally moves and Mr. Bell
seccnds the adoption. Without objection, such will be
the order,
We now have the question of AB 45
before the Commission.
MR. NORTHROP: At the present time, Mr.
Chairman, Governor, Mr, Bell, the deep water ports have --
I believe I'll address first myself

to the objection by the Governor's office as has been
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12
communicated to me,

The objection is that -~ the fact they

feel that this should be a function of DNOD, an area -- a

‘group which now takeswcare of sméll boat marinas. We feel

that this operationvor this section of the resources agencies
lacks the expertise and the technical know-how to handle

such a problem, We feel this is inherently one of the
problems we must deal with in the State Lapds if there is &
major spill{ If there are other problems -- and I have‘ ‘

a communication just yesterday from the Cagaport, which is

a deep water pb:t'in,Canada, and they have told me they have

suffered five major spills at thgih deep water port. Andﬁ
largely it was done because‘the péople that administered |
it did not understand the operation~6f such a port,

So with that in mind, I really think
that the staff here feels that this would be an area well
covered by our expertise. |

MR. DYMALLY: I move to open the,discussion.

MR. BELL: Well, I don't know whether ours
would be reccgnizing this position forever, but I think
right at the moment we are interested in seeing whether
DNOD can take a major role in this sort of thing, and if
it works out eventually that it doesn't, in a year or so
we would probably go into this arrangement,

MR. CORY: We have a motion now, seconded.

We passed the second resolution, which

just contains the first whereas clause and the resolve.

Let the record show that that is two to
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13
one.

Mow, vou have some guestions?

MR. BELL: 'I just have one other question of

- the staff report of the executive officer.

I was curious to know how our parity
price efforts are qoing?
MR. NORTHROP: Mr. Bell, . would ~--
‘I returned from Washington last week,
and I had extensive conversations with Mr. Zarb. aAnd I

am amazed at his reaction. In his conversation he claims

‘that the first time he'd ever heard about the parity

~ problem was at a meeting at Town Hall in Long Reach; even

though the~apngressional delegation, over half of them sent
éuppoﬁt letters, separate letters coming from the senators
from ~fbrepresenting California. We had meetings with
Mr. Brock, diréetor of department Well property in Long
Beach,land myself with the staff of FEA handling the
problem, and quite frankly I was disappointed with the
reaction that we got there. But we ﬁopefully have Senator
Crénston's office working on it now, attempting ﬁo help
us with the problem.

| T wich T had a more rosy picture,v

but it's very bleak.

IR, BELL: This was a reaction .rom the policy

level rather than from a technical level?

MR. NORTHROP: That's true.

Mr. Bell, I have a hard time separating

thase,

P R I
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, 14
MR. CORY: Your pessimism ~-

MR. BELL: I'm sorry to hsar your report.

MR. CORY: Your pessimism is based upon their
ignorance or their reaction?

MR, BELL: Or both.

MR, NﬁRTHROP: The kindest thing I could say,
Mr. Chairman, is bofh.

MR. CCRX: Did Mr. Zzarb go beyond that, the
fact that he hadn't heard until --

MR. NORTHROP: No, he didn't comment any
further than that of its --

MR. CORY: Tt's a new problem?

MR. NOﬁTHROP: Tt's a new problem to him. He's

going to have to start from Square 1.

MR. CORY: Okay. But that's really a neutral, |

with respect to how he stands on it?

MR. NORTHROP: Yes.

MR. CORY: TIt's a function of the ignorance
of a problem until very recently, and nothing's heen done?

MR. RORTHROP: Yes, sir.

MR. COBY: Rather than him saying we are not
interested.

MR. NMORTHROP: He's lgnorant of the problem,
and that's perhaps our fault because we have not brought
it to his attention before, sir.

MR. CORY: Okay.

Going on to agenda Item 4, permits;

Department of Transportation.

| D P =
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. Yuma State Prison in’ the enviornmental impact report? |

|
|
|
|
; 15[
MR. NORTHROP:f‘ThiF is g bridge serving f taﬁe
Route 8, Mr. Chairman, which is a == I

MR. Cqu, That's the one connected with th#

B
ﬂ
f!

MR. NORTHROP: Yes, sir. Shared jointlv.
MR. CORY: 1Is there anyone who opposed perm&%
of the State Department of Transportation? Y
MR. DYMALLY: So ordered. {
MR, BELL: Second. o !
MR. CORY: Mr. Dymally so moved; Bell secort.
without objection, permit be approved. ; ;f
Five A, f
R. NORTHROP: The next item, sir, is a {

Donner Pines, Incorporated. Use of the water from the j

Donner Lake for emergency fire purposes. |

3

 There seems to me we have no object
on this item. | ‘
MR. CORY: Is there any objection of Item BA,
of the agenda for the permit application of Nonner Pines%
Incorporated?

MR. BELL: This is for --

This is not to provide water for that

development up there?
MR. NORTHROP: It's just fire only, Mr. Be

?
1
}
l
A
l

it's just strictly an emergency use until they can get |
|

their main in. \

MR. CORY: They only use the water to burntﬁt.

MR. BELL: Okay. \

|

ion |

i
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MR. CORY: Bell moves, Dymally seconds. Withoy

objection, 5A will be approved.

Item 5B, United States Steel Corporation.

#MR, NORTHROP:  This is three parcels of lind

in the New York Slough in Pittshurgh area of the Contra

wCosta County.

The first parxcel released by the
United States Stéel Corporation is for storage and levy
maintenance. And the second is for the settling basin,
and 'the third parcel is for the levy maintenance. |
We've hadl no objection to this item,
HoWeVer;}Mr. William A. Main of the United States Steel
Corporation has indicated’that he would be available to.
answer any questions on this item if we wish.
| | MR. CORY: Before we get to that, is there
any objection to U.S. Steel's application in the audience?
| | Dkay. Any queétions of committee
members?
MR, BELL: I have no qﬁestions.
MR, DYMALLY: No guestions.
MR. CORY: Ready to -- Mr. Dymally moves and
Bells seconds. Without objection, Item 58 will be approved.
5¢, Alvin L. Stults.
MR. NORTHROP: This is a 1.25 acre parcel
of tide and submerged land in the Sacramento River in the
Freeport area. It's initial use aunthorized ten years and an
additional period for five years.

However, we have set -~ we are

t
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17
requesting the Commission allow a consideration rental

for $361.26 until November, 1975, at whﬁgﬁ time we'll set
afnew rent. And the reason for this is ~- this is rather
an inexpensive rent for the first period -- is the fact
we're attempting to bring all the rentals in that area into
conformation at the same time and could probably well be
argued that we're discriminating against one using itiall
up at one time. ‘ f

MR. BELL: Then,‘weire going go change them
all ‘on NovembeINISth; is that right?

MR. NORTHROP: Yes, sir.

MR. CQRY: Ha@é:you‘discusséd with the appli~
cant, the order of magnitude of increase, s0O heis not
going to be blind-sighted?

HR..NORTHROP: Yes, he mderstand the increase
is geing to be considerable.

The Chairman in discussion with staff

indicated that the insurance liability on this particular

item -- because the State would well be a target for a suit -~

indicated he would be ~- he would really like to see the
insurance liaikility increased.

We've checked with the Attorney
General's office and they indicated that this was a
statutory requirement, and we'd have to move that to -- or
at least a mandatory requirement.

Dick, where was thaf?

A VOICE: Is that mandatory?

MR. CORY: I raised the question and the

|
ii
A
3
!
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staff went over the %qenda. The $300,000 was relatively

modest.

MR. NORTHROP: The Attornéy General felt it
was consistent with the operation. The Attorney General
felt it was consistent with the size of the operation.

The liability insurance, one nerson,
$100,000.

MR. CORY: bn that point, it seems to me the
guestion on tge 6rder of magnitude of insurance shouldn't
relste to size of operation, but more to the exposure of
the risk. s |
| | ‘and what I'm questioning is if we're
runniﬁq a marina, if the State does in fact have any |
liability,kbeing somewhat of a tarqetirisk in these days
of inflation and higher injury award,\I'm going to question
whetherv$300,000 is really adequate protectilon.

$100,000 for bodily injury, $300,000 -
for accident ig not that big of an award if you've got
five peépré in one boat and some reason it blows up.
| | A VOICE: Mx.>Chairman, I believe checking witl
regard to this insurance, it'd4 the state insurance offices
not our office.

MR. NORTHROP: Oh, representative of the state
insurance offigg, all riqght.

 A‘VOICE: S0 this schedule is a little cold.

MRZ. NORTHROP: I might suggest we put this
over till next time and look into this.

MR, CORY: What is the position of Mr. Stults

¥
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{ Beach?

the drilling of one. The Item A, the oil that we will

| _ 19
in the meantime?

MR. NORTHROP: He's still in possession. He
has possession.

MR. BELL: It will be five months less.

MR. NORTHROP: Mr. Chairman, the tnext three

calendar items deal with -~

MR. CORY: 6A, B, and C relate to the offshore {
this is the question of the unitization agreement, which

altered the economics of the lease development of Huntington

MR. NORTHROP: No, this one here relates to
thé.driliing of five ~-

MR, BELL: The redrilling of tw~ and the
drilling of one.

MR. NORTHROF: Yes, redrilling of two and

receive from that one will he at the new price.
MR, BELL: At the new price?
MR. NORTHROP: At the new price.

So that one -- we can dispense with that
one because within that informal policy laid down by the
Commigsion of the staff, that one is within -~ and the
next one --

MR. RBELL: Now, what about R?
MR, CORY: ILet's go through A first.

Do you want to tell us about A?

MR. NORTHROP: A is a new drilling of some

new wells in an area, which would make it -~ from
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| 20
surfaceable locations, that would allow the State to sell

the oil., 0il would be sold and we would get a percentage
with new oil pfices.

MR. CORY: This is part of the same one?

MR. NORTHROP: No, 391 is different. That's
the last item.

MR. CORY: Bell moves, Dymally seconds. 6A
Item B approved. |

'Is there anyone in the audience that

wislies to address himself to Item 6A?

Hearing none, approval will be oxdered

without objection.

6B?

MR, NORTHROP: Mr. Chairman, we have here two
well sites and that will be drilled on the flank of an
exlsting fileld,

The time frame involved here is about
six months. We -- our percentage would come out of the
0ld oil price and it is the feeling of the staff —-- the
staff has & general feeling that by this time the price
of crude dil Qill be well above the $4 we're getting fox
it now.

And because of lead time involved, it
recommends an approval only vn the fact that it's to
dlscover a f£lank area that's -- the price we are receiving
for oil is on the old oil well prices.

MR. CORY: Why is it in our interest to take

in more oil out of the cround at old oil prices?
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MR. WORTHROP: Mr. Chairman, the only reason,

of course -~ thae economic reason, we need the moncy; we don'‘t

want to lose it all. But secondly, the staff is very

- sympathetic to your position. And I can see no reason to

take it out of the ground. We look down the road and
probably within a year ak the most, pessimistic estimates
of oil pric@s, see some Rind of phasing out at least
between a year and some even sooner, as much as 90 days.

MR, CORY: Okay. Great. Where are we in
terns of -- |

MR. TAYLOR: I think it is a policy question
as to whether you want to go ahead with it. And I think
one ﬁhing that we have to consider is whether or not this
coﬁid cause any damage to the field by not continuinq.a
regular MER program. And that's beyond cur competency
to answer.

As far as predicting whether there wili
be any relaxing of the FD2 rules -~

MR. CORY: Is this something that's totally
discretionary on the part of the Lands Commission whether
they approve or not approve?

MR, SHAVELSONM: The criterdion in the statute
which =~ is normally maximum economic recovery, which it
differs from the usual tegrm, which is maximum efficient
recovery, and it certainly gives the mention that the --
to lor at the cconomics more than it would if it were
limited strictly to enaineering considerations.

T don't think the discussions were
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completely uncandid, but I certainly think that exercise

was within reasonable limits without damage to the oil

fields and which were not unreasonahle delays in development,

MR. BELL: I don't know anything about jotentigls

of damage to oil Fields, but I do know the lead time is
eight to ten months, to the extent of Mr, Northrop's remarks
abcutyso days to one year.

It doesn't look like we're putting

oursSelves in too favorahle condition.

MR. CORY: Well, what about yourrearly‘commentj'

about pessimistic -~

MR, NORTHROP: T am pessimistic; I am pessimist

MR, CORY: T wunder if we should wait until
we hear from Mr. Zarb? | |

MR. NORTHROP: Mr. Chairmar, I'm pessimistic
on the parity for California crude oil prices with the
rest of the nation. But I think on the other hand -~ I thingk
there's going to have fb be some kind of ond to this two-
tier pricing system.

T think my discussion with the Feds,
they indicated they're attempting to one way ox the other ~-
to  end that.

And just this morning Representative
pingell from Michigan indicated that he was in favow of

a phase-out plan that would cover a five-year period. 8o

we bave a phaseout for a five-year peried from Representativie

e ) ST W eh e
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Dingell, to the pregident who says he wants to end it right

now.

So, I think somewhere between five and
zero there's going to be a compromise.

MR, CORYE What about ~- what does’this do
to the field? We've talking about a flank area?

MR. NORTHROP: I feall% can't see that -~ that
we can argue that we WOuldﬁlose it. I just don't -- that
argunent hasn't been made to staff and I don't think that
was ‘an argﬁment that's beeh‘made.

What we‘fé trying to do there is profiie
two wells. |

MR. CORY: If we put this off to the next
meeting, the consequence is we're throwing the lead time
one month forward?

MR. NORTHROP: We're setting the lead time
one month hack, Yes, sir.

MR, BELL: Do you have -~

MR. NORTHROP: What they really want to do
is to see what's on that flank and if there's something
there, they propose a drilling pattern.

MR. CORY: Do we have the approval of the
drilling pattern at that point or do we have the same
discretionary options on the additional drilling after
that test hole or not?

MR. SHAVELSON: Yes, sir. Yes: Your control
over the drilling within the criteria of aood economic

practice.

i et o R
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MR. CORY: The economic practice applies to

all of then?

MR, SHAVELSON: Yes. But as I say, we must

. exercise with definite criteria in mind.

And I think that we shouldn't be too
vague about speculating as t6 future change. But I think
that the situation now is, as I say, for reasonable periods
of time. I think that we have that -~

MR. CORY: 1s the test hole -- we have controlj

‘ MR. BELL: I think that's true.
| MR, CORY: Mr. Bell moves and Mr. Dymally
seconds. Without objection 5A wiil he appioved as presented.
I beg your pardon, 6B.
8C.

MR. NORTHROP: This is again a broad item.
Mr. Chairman., It's different from the last one only ih
this respect: that Burma would experiment with steaming on
some wells. And this -~ this procedure of secondary
recovery is a test operation., If it works out well, they'll
continue it on and we -~ like the last one we had, it will
come¢ before the Commission hefore it goes, other than the
wells that were specifically mentioned.

MR. CORY: A single well, one item?

MR. NWORGHIROP: I bhelieve it's a redrilling of
one well, J=163. The surface is located on the upland.

MR, CORY: Dymally moves, Mr. Bell seconds.
without objection 6¢ will be approved.

Item 6L.
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MR. NORTHROP: Mr. Chairman, this is an

assignment of a lease from Edwin W. Pauley and Barbara
Jean McHenry Pauley to a Pauléy Lifetime Trust.

They have qualified by paying fees.

And, I believe, the attoxneys have
investigated this, and would you care to address yourself
to the Chairman, Mr. Shavelson?

MR, SHAVELSON: The Assignment B in this

1nstanae is a bona fide charltable trust ragistered with

J
the State of California asra charitable trust.

te' “3 checked the registrar to find

that it's in good standwng.[

This is.a normal financing type of
transaction, or a transaction for tax purposes. And you
probably see a number of transactions. This is the first
£hat you“have'had.' This is the first that you've had
since you've beeﬁ on the Commission.

There is a provision for the working
interest in this, but this is such a small amount that
we do not think that woﬁld ever occur,

We'll watch for that in review.

There is responsibility of the working

interest passing that assignment that would be a very
serious question, but that would not occur in this
transaction,
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We have given a letter to %ﬁur staff

today indicating approval by the Attorney General's office.
MR, CORY: Any questions from the members?
Anyone from the andience that wishes
to address hlmself to Ttem 6D7? |
Hearlng none, Dymally moves, Mr, Bell
seconds; It will bhe approved without objectian.
6E.
MR. NORTHROP: Mr. Chairman,‘this is an

application byithe City of Valiejo for dredging on a launch

progect. Description of the dredge area attached as
Exhibit A. |

The initial -- the spoils on this ~-

from this area will be degosited on unencumbered state lands|

the city of San Franciéco,
MR. CORY: Anybody in the audience wishes to

address himself to Item 6E?

pymally moves, and Bell seconds. Withopt

objection, and that wiii be the order.
6F; GF, Glorietta Bay.
MR. NORTHROP: Mr. Chairman, Item 6F is
additional drilling permit from Glorietta Bay Marina on
a dredge. vermit of the spoils on this permit would g0
on private lands. It is ten cents a cubic yard royalty.
and the environmental impact report is

not required on private land from the administrative

i
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building.

MR. CORY: Anybo&y wishes to address himself
to Item 6F on the agenda?

MR. BELL: I move. g

MR. CORY: Bell movesijymally seconds.
Without objection, approved. ‘yhié item approved.

- Okay, Item 7.

MR- NORTHROP: Mr. Chairman, Mr;4Wil Thompson
from the State Lands Commission will make éjpresentation
6n this'portiOn of legislgtion in Long Beéch.

|  M§. CORY: Okay;"

MR. THOMPSON: The first Item A, the tenth

modification, which is‘merely an adjustment of various

exhibits within thebprasent planned budget, prior to

- modification.

However, we will probably’be coming
to you next month with augmentation.bECause of inflation
and additional cost. |

f Item C involves a subsistence project
with a final closing and a resolution of subsidies cost
in the project, and the credit tQLthe City of Long Beach.

Now, the other item is a plan of
development and operation and budget for the years 1975 and
'76, which starts July 1, 1975.

Now, this particular thing comprises
three parts: The plan, which is an outline of thekwork

anticipated to be done during the fiscal year.

- The budget, which provides the funds
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for the projects covered in the plan.

. And a procedure section whlch outlines

the methods of implementing the plan and budget

We are now recommending yocur adoption
of the plan and a budget\of 67.6 million dollars.

Now, the:proposed budget is approxi-
mately six million dollare‘gver the anticipated level
of erenditures for the current fiscal year.

(A siide presentation was given at

this time.) |

N In the slide you see the past expendi-
RN ‘\}\ - . 3,

)

tures and net revenue. The yellow and orange bars represent »

w

the costs, and the green bars rep esent the net revenue.

You can see our current year has a big
jump in expenditures from 47 to 62 million dollars. This
is due to our energy increase and cbst.,

We anticipate this year to get
$lé7,000,000 ggoss revenue, With/ourylevel of expenditures
$62,000,000, getting a ret of $105,000,000.

The objectives for next year, a smell
drop in gross revenue to about $165,000,000. The projection
of $68,000,000 in cost; the combination of this, $8,000,000
or less in the increase cost and inflationary measures,
again with the fixed cost of 0oil at about $4.18 a barrel.

So, we're in the squeeze here, now of

W
A\

fixed oil prices and inflation and energy.
(Another slide was shown at this

time.)
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Here's a plot of an oil-rig uni&, and

you can see, starting this period here (indicating) by
redrilling, drilling new wells, water injection second,
secondary recovery procedures,we have been able to flatly
decline. We expect‘we'll have a small decline this neit
year. |

(Another slide was shown at this

time.)

This is another additional possible
expense, here as our continuing injection rate is‘gging up,
and our cost of living grows. If we have ad@iﬁiénalvoiﬁmes
we're ggihg to have agditional expenses‘in this.

' (Angther slide was shown at this

time.)

The next slide now, shows net revenue
as a percent of the gross revenue. | -

| The upper bar is not including taxes.
The lower one is including taxes. | |

You can see how we have peaked and are
now coming down.

The taxes equal to about 8 percent of
the gross revenue in Long Beach.

(A chart is being view}d at this

time.)

As far as taxes are concerned, the
current year we're in, our taxes are almost $15,000,000.
This is an increase of about $5,000,000 from the previous
year on the basis, just on the basis of the véluation,of

i
i
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*%Jé'll_probably come back and augment these taxes later on.

the crudé oil prices.’ %
| | They're estimating next year taxes will

be about 13.6 million dollars, and these taxes comprise

about 20 percent of the budget. |

We have information before me now,

The City of Long Beach is proposing an increase in business
license tax and also we have a statement that the advalorum
taxes may be a 1ittle low. This was in the morning paper

that the L.A. County *ax budget rate is up‘—- 10 percent.

MR. DYMALLY: One question, am I to "iknder’stand »

T

that the hands Commission pays taxes?
- MR, THOMPSON: No, the Lands Commission does
‘not pay taxes.

The taxes are assessed against ghe

ccnﬁractor; They are part of the expense in the net‘profits. -

(Inaudible discussion at this time.)
MR. THOMPSON: Yes, it comes oﬁt,kaﬁd‘this ié
the revenue that is shared by the City and State,
| 8 ’MR. DYMALLY: And who gets the taxes, the
Ccity? ’
MR. T&OMPSON: The City of Long Beach, the
County of Los Angeles, the school districts, all districts..
{Another slide is viewed at this
time.)
Now, another large part of our cost,
the energy costs, here is a plot of cbsts, kilowatt hours

set for kilowatt hours, energy in. the Long Beach unit.
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.ldollars comes in electrlcal energy. The balance is
:prlmarlly due to inflation and additional fuel handling

1  price.

~actually see what the expenses are, excluding taxes and

been in the present year and inflation and energy has

I ‘ Is) . i \” 31 )
You can see, starting with the energy

situation at the end of 1973 that energy costs have more
than doubled. And areﬁcgntinuigg to escalate here as
utilities are faced with inflation within their own organiza-
tion and fuel costs.

(Viéwing of another chart at this

time.)

Now, the\actual energy cost we're
estimating next year to be lm.ﬁ million dollars. This is
2.6 million dollars‘increase~over~this year. So about a

H
six mllllon dollar 1ncrease.We re talklng aboﬁt 2 6 million

)

(Viewing of the next chart at this
timd.)

Now,; if we take the wext chart we can
investments. You can see again, where our large jump has

really caused an increase here of almost 30 percent in our
cost.
(At this time an overlay was used.)
Now, at this time, if we take and use
the overlay, Whlch shows the enero y cost and shows on
the previous sllde, these orange spots are again the same
scale in time and‘you can see how they coincide on the

drastic increase in cost.
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In éummary, we are ﬁropoéing a 67.6
million dellar budget with the investment portion being
a little less than 10 million dollars of which 6.7 million
dollar is for new wells and conversions and 3.1 million
dollars is for field and well facilities. /

' i
55.8 million dollars is proposed for

expense which, as we pointed out earlier, includes 13.6

‘million dollars for taxes and 11.6 million dollars for

electrical energy.

The balance of 30.6 ﬁillion dollars is

- for the operaticns involved in‘%ifting, treéting, dehydrat-

ing the produced oil, gas'and‘waﬁer, injeétion of produced
and purchased~water,‘5alary and wages for field contractors
and Ciﬁy‘of Long Beach empioyees, office expenses, and
environmental control. |

In addition toithis, the City of Long
Beach and the field contractor, unéer the unit operating
agreement, are allowed as an overhead allowance l.percent

and 3 percént, of the expenditures including taxes,

A S ; i ; L ,
XYicenses and injection water purchase. This administrative

overhead expense cost included in this budget is a little
overvtwo million dollars.

We recommend approval of the 1975-1976
plan and budget. We believe it is consistent with the
policy guidelines you have established for the division and
will allow the continued orderly operation of the Long.
Beach unit.

MR. CORY:_LCan you tell us in that budget

T g s
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app;oval, how much of_a private sector are salary increades
and fringe benefits increases?

MR. THOMPSON: They seem to be about the 10 to
11, 12 percent range, which is comparable with those in
the Plan 1.
| MR. CORY: How much grosé doliars is that?
I mean how much?

MR. THOMPSON: This one involved maybe 10

percent on -- in the ﬁeighborhood of four to five million

dollars, the total of ~- you're loocking at maybe half a

million dollars.

. MR CORY- And how many people are involved
in gektlng half a mllllon dollars?

MR, THOMPQON Directly through the field
contract of these organ;zatibns, has about -- 200 plus
people and then the City 6f Long Beach, portion of the
unoperable cost, there is not a number of'peopla,inbolved
in that, but that's about 1.2 millien dollars.

MR. CORY: Five hundred thousand is going to -~
directly to 200 people?

MR. THOMPSON: Plus the public vehicle parking
in the City of Long Beach, the operable costs.

MR, NORTEROP: What's that total?

MR. THOMPSON: Somewhere in the neighborhood
of, I would say, 300 people.

MR. CORY: The reason for -- for my raising
this,"Businesé Week!? April l4th was a little shocked at

what was going on in the oil industry. And I want to know
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whether or not we're participating in it.

the
hag
the

was

executives.

same kind of salary increase to the THUMS executives and

- how that compares to what the workers are getting?
1ndustry pattern.
concerned ahout.

in THUMS are not - exceeding that other leVel, and are not
anywhere near this wage that you are talking about "~ They
have received the wages that are consistent with this

pattern and in some cases even less.

tion?

City Council of Long Beach in its meeting on March llth,
adopted this proposed plan of development, operation for
the budget, and authorized it to stay with the State Lands

Commission for consideration approval.

somewhere around 20 -percent salary increase for their

They went down to interview:; for exampleJ
chairman of the board of Standard 0il of- Callfornla
a 55.2 percent cash salary increase. It seens 11kq

industry was avédraging -~ the average amount probably
Ané I wonder if we're passing on the

MR. THOMPSON-‘;NQ; the pattern here is an
MR. CORY: It's, the industry pattern that I'm

MR. THOMPSON: We've checked, The tdp‘people

MR. CORY: Any Quéstions about tlils demonstra-

We need approval of separate items.

MR. NORTHROP: Mr. Chairman, it's -- the

It is/ recommended that the Commission

34
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adppt the resolution, plan budget.
| MR, CORY: Any questions from the audience?
Commission members? Yo
MR. BELL: This is our final action on the
entire '75-'76 budget. ”
MR,’NORTHRQP! Till augment&tion comes in.
MR, BELL: Till augmentation’ comes in, right.
, MR. THOMPSON: Now, the State Lands
delegated authority does control the approval of all wells,
new wells and.-— \ g
| MR. NORTHRD?:' Within the budget. 
MR. CORY: ThéSe are things you can't»sayﬁ
through the pudget. This‘is the last, in terms of area
of credit, ﬁﬁ;re you muét{Cut, squeeze and trim.
- MR. THOMPSON: ‘However, you'll have-to‘1QOk
at the past spending trends, and you'll see that th&sjig
actualLy a very practical thing. if you want to look back
at the last exhibit we showed.
(Looking at the last exhibit shown.)
From this year to last year, there was
an increase of almost 10 million dollars of expenditures;
And we are hoping to flatten this trend. Inflation and
energy costs sometimes are out of our control.
MR. CORY: Governor Dymally moves; Mr. Bell
seconds. |
MR. BELL: Yes.
MR. CORY: Approved without objection. Such

will be the order. 2and that takes care of Item 7TA == B =-
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audience on Item 7C?

- the Commission to acquire title of certain portioﬁs of State|

- , 3%
MR. NORTHROP: No, B. |

MR. CORY: Plan anﬁ@developmént; right?

MR. NORTHROY: Yes.

MR. CORY: Okay. Item 7C, which is the project
review on the subsidence contract.

MR. NORT&BOP:V Subsidence for that project,
final closing of that. |

MR. CORY: Any guestions from members of the

vDymally will move. Mr.‘Bell will
seCond.‘ Withgutfbbjectioﬁ,fapproved; |
-l Item BA, major litigation.
| {O0fF Ehe record discussion was held at’
this time.,

MR. NORTHRGP: M. Chairman, on this item,

since the circulation of today's agenda to the members of

Lands described in the item -~ this item, our understanding
that the -- that service has not yet been accomplished upon
either the‘Chairman or the Attorney General in thig action.
Commission action is still necessary because of Leslie Salt
sued the estate commission to get this title action. But
we feel this action is still necessary for us to -- we
initially planned to initiate a suit, but apparently Leslie
beat us to the punch. So we request the commission action
today to file appropriate pleadings that were necessary

in this action.

MR. CORY: And if not, it's -~ it could be
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~upon that. " . 7

' the colored map. - . £ : e

~engaged in by Les? izvand what they started. And we believ%

L )
that other lands should also have its title determlned in- -

‘ 37
worded that for some reason they haven't filed, you could

go ahead and file? '

MR. SHAVELSON- Mr, Chairman, Mr. Cook: is
from Stanford, wheqﬁés worked on this from our office.
But Whatﬂhas happened in this matter is that they have --
Leslie, after the announcement of‘potentiallaction, the
distribution of the caiehdar, Leslie sued'us immediately

i

But they only sued for the portion of

the property, which is shown on the ‘map, the map over there 2

Y ‘They/only sued'on.the’noftheast'corner;

The aﬁthorizatidnﬂin this calendar item
is to bring an acﬁion ever‘the entire area known as the |
Bomberg Tract which extends aiéng the landward side of
the Haywafd bridge, on the Hayward side of that.bridge.’

And you can see it, ihdicaﬁed'genexally
there. . - , |

You can see San Francisco Bay and the
bridge going across.

This action allows us to file responsive |
pleadings in the action, which Leslie has filed but not yet
seﬁved. ‘

And also allows us ta addﬁadditional
property to the case.

We think it a rather selective process,

B A s e gl
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has asked for authorization for the‘StatéyLands Division and

. investigation of its property and this subject area property

, 38
that area.

MR, CORY: ’Is that handled by f£iling a separate
action and then amending it?
) MR. SHAVELSON: We're covered by the calendar
items to take all the answers necessary either to answers
or responses -- |
. MR. NORTHROP: Mr. Falik -- pefore you go any
further, the attorney for;zahdel, Ripley and Diamond |
representing Leslie Salt chphn§ would like‘to make a
séatément in regard to‘thé-calendak’item;
| MR. CORY: Okay. . |
| MR. FALIK: Mr. Chairman, my name is Bill Fali
I represent Leslie Salt Cqmpaﬁy. And I'm with the law

firm of Landel, Ripley and Diamond in San Francisco.

The staff of this State Lands COmmissioﬂ

the office of the Attorney General to proceed with such

litigation or other action as may be appropriate to establish

and confirm the nature and extent of any pdssible.State~
bands within San Francisco Bay and its estuary in the area
of Mf. Eden Cfeek, Alameda County, preséntly owned by |
the Leslie Balt Company.

‘- Leslie has recently been informed that

the staff of the State Lands Commission is attempting to

agsert a state intersst in the State property; namely the Stpte

public trust for commerce, navigation and fighing.

f.eslie has conducted an extensive title

-
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k.the baSlS for Leslle s posmtmon, In return for which the
13 v
14 -

_has still failed to respond.

which has been held'by Leslie or its predecessors ﬁﬁn
interest fernovetfloo years, free of any claim of the’
State BubliC'mruSt; Ard Leslie has 9e£ermined conclusively
threugh its investigation, legal«andufactual-analysis»that

its title to the’ subject property is valid and free of

haé et with the State Lands Commission on several cccasions
attémpting to explain its position regarding its title to

the subject property, free of any state interest. »

,'7

Leslle ‘has agreed with the staff of
\
staff of the State Lands CommlsSLQn had agreed to respond

to Leslle S'memorandum. Pursuant to the dlsagreement that

we had with the staff of the State Lands commissibn,,

approximately two mnnthsmago,.Leslia\submitted its memorandumn =

fﬂll& setting forth its position with,regard to the title

to these la@ds. . The staff of the State Lands Commission

Because Leslie is convinced there is
absolutely no basis for the State to assert any interest
in the State public property; and because Leslie has been
informed and believesthat some of the staff of the State
Lands Commission feel that the State should attempt to

assert an interest in the subject property, Leslie was

&

compelled to file an action to acquire title to approximately
254 acres of the subject property in Alameda Superior

Court on April 24, 1975.

39

k»any ¢laim of the State Public Trust. In this regard, Lesliel.
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“  The memorandum, which we have submitted

to the staff of the State Lands Commission, set forth the

basis for Leslie's posjtion. And Leslie feels that it is not
- appropriate at this time and at this meeting to set forth

 the extensive legal and factual basis for its position.

Sﬁffice‘it to say that over a century
the State has treated and taxed the lands, which are
the subject of this inquiry, as swamp and overflowed lands
and no? és tidelands. And that these lands are not now

nor have they ever been tidelands. And are not now or have

theyigver been subject to public trust for fishing, commerce |

and navigation, , = ,
MR, NORTHROP: I have a letter here also from
the City of Hayward, if I may.
"It is requested that the following
statement --"
MR. CORY: 1Is that your statement?
MR. NORTHROP: Yes. W
I have a letter here from the mayor
from the City of Hayward. Tt is requested that the follow-
ing statement be made a matter of record. \
"The City of Hayward wishes to indicate
its suppert for the State Lands
Commission's proposed investigation of
title questions in the Hayward shoreling
Existing questionable conditions
surrounding the title to present pro-

peérties are a hindrance to vital public

~,
1%
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i ; , 4
and private projecﬁs contemplated in
this area.

I wish that I could have attended
personally to express the city's- views
on this important matter, but unfortuy-
nately my schedule and transportation

.arrangements made this impossible.

We are looking forward to the Commissionls

meeting at Hayward next.month_ahd wish
to express our thahksifor the extremeiy
'.heipfui'cdbéeratioh‘rébeivéd ffdm‘the‘
State Léﬁd§fDivisi6hL‘v |
Sincerely;' Ilene Weinréb, Majdr éf
Hayward."
- MR. TAYQOR: I might make one response,though..
I don't believe we're going tb have several years in court
to explain our position'td eéch other.  But I think that
it should be clarified that the State is claiming a fee
title as to part -- portions of thisfpropertyvand not just
an easement.
And I believe thét the history of this
State will demonstrate that the condition 6f title has
always been reflected and known to the private partiés.
MR. CORY: Dymally moves, Mr: Bell seconds.
The provision will be granted. Without objection such will
be the order. \ |
And I'd like to just comment to this

comptroller to look very carefully at any claims to purchase

e L et b T iy o
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salt from Leslie. You may already own that salt.

ITtem 8B. J b

|

MR, NORTHROP: Do you want to address yourself:,

- Mr. Shavelson?

MR. SHAVELSON: 8B we're on?

MR. CORY: 8B.

MR. SHAVELSON: This is a Long Beach item.
It authorizes the settlement of é qulet title action on
the East Beach in Long Beach. It authorizis the office
of the Attorney General to execute a stijpulation for
dismissai on behalf of the Commission.

' We reviewed the items; the éettlemeﬁt,
and the potential buy-out of the private parties is
consistent with our position in the case. And with our
advice of our office has regeived from the staff.

There will be an item next month %o
approve an expenditure of Tideland oil revenue, which
will also be in connection with this item. This item
allows a dismissal of the lawsuit and the other item will
be a separate matter. |

MR. CORY: Anybody in the audience wish to
address itself to Item 8B?

Ly, BELL: I have no questions. I move.

MR. CORY: Bell moved; Dymally seconds.
Without ohjection such will be the order of 8B.

Item 8C.

MR. NORTHROP: This authorizes us to intervene

on behalf of the State Lands Commission in the case of

B apiiin e s e et ek fn me
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HﬁM Investments. ’ f3

MR. TAYLOR: Yes. At the recguest of the City
Attorney of South Lake Tahoe, the office of the Attorney
General is taking action to aid the City Attcrney\ﬁith ”
regard to a claim of implied dedication on Lake Tahoe, and
also in that case it's turning out that there's a problem
to the.extent of the State ownership of the govereign 1ands{f
underlying Lake Tahoe. Sb that in accordance with the
Sﬁgte Lands CommiSsion's current policy with regard to
imﬁlied dedication of areas adjacent to navigable waters,
and of course its Statutbry~respon$ibility with regard
to the sovereign ownership, we thinkﬁthat it's very proper
f?&“thekState‘Lands Commission to be a party to’thi5~case,
ahd‘perhaps esgential. :

MR. CORY: Mr. Bell?

MR, BELL: I move,

MR. CORY: N@;Dymaiiy‘s%ponds. Such will
be the order without objection. f

" Majoxr litigaticnl

Do you want --

MR. NORTHROP: Mr. Shavelson is informing them|]

only. So we'll cover the major portion of it in the next
item, so you go on that.

MR, CORY: Item 9A.

MR, NORTHROP: Mr. Chairman, onkMonday; April

21, Exxon obtained a temporary regtraining order prohibiting
the State Lands Commission from taking any action on

calenday ILtem 9A today, which seeks to cancel the Exxon

[
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informed that no action can be taken on this matter by

| A - ) | Y]
lease for its failure to proceed with development within

the time limits specified in that agreement.

As a result of the court order, I'm

the Commission until the issue is resolved in the courts.
That means, we cannot approve the
Exxon then and go‘ahead with it. |
MR. BELL: I don't think it would be appropriaf
MR. CORY: They missed their chance. I though

they wanted to settle.

102, Some people like to fight, T ﬁhéss;Q

Item 10A, _
;MR. NORTHRQP: Mr. Chairman, tliis is the
Fish and Game request for an artificial fishing-kelp reef
to be installed on a test basis.
MR. CORY: Any comment from any members of
the audience‘wiﬁh respect to Item 10A?
MR, BELL: What's the material they're geoing
to use?
MR. CORY: Used tires.
Okay. That's this one. This isn't
the ship?
MR. NORTHROP: No, no. No, sir.
MR, BELL: I nove.
MR. CORY: Bell moves; Dymally seconds:.
without objection such will be the order.
108,
MR. NORTHROP: This was an item that was on th
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agenda last time. The representative of the City of

Pittsburgh appeared, but did not havé his permits in. And
he has returned to the Commissiol now, asking for a fishing
pier to be built on an 8,000 plus square foot parcel
submerged land in the Sacramento River and Contra Costa
County, at Pittsburgh.

MR. CORY: Public access?

MR. NORTHROF: Yes, a public,

MR. CORY: Without fee?

MR, NORTHRO?: Without fee, as I understand
it. Hold it,

I have been informed, by My. Shavelson,

without fee,

MR. BELL: Mr. Chairman, the Wildlife it
Cohservation Board is already active on this in expectation

of our action, so I would move that it be approved.

MR, CORY: Mr. Bell mov@%; Mr. Dymally seconds|

Is there anyone who wishes to address
himself to Item 10B?

Nobody wishes to filibuster. Without
objection to that, such will be the order.

Mr. Dymally has requested to take
Item 12.

MR. NORTIROP: Mr. Chairman, the PRC-91 is a
unit agreement that was presented to the Huntington Beach
area, wherein the formula applied this way: the higher the
oll price the less the unit operators got; and it's to

the point -~ the point now, it's so high that unit operators
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are threatening to cancel the unit and go back into the

old 12-1/% percent portion of the-State.{

” So it makes economic sense for us to
revigse this, So the staff has revised it. The leqgal
coverage is not only with Burmah 0il Company but with the
representatives of the independent owners o% small working
interest in this lease, and we fee) this is an interest
agreement that allows the ftate to maintain a better |
revenue. And it's understood that they are merely holéinq
the town lot owners hold as what they would have, again,

had “the lease not been Unitized. and after 17 months,

approximately 17 mOnths;ffhey would ne longer participate

in the reward from this.
MR. BELL: It just goes from that period?
MR, NORTHROP: This is as to its new unit
numbers in that case. )
MR. CORY: Any questions, Mr. Bell?
Anyone from the audiencze who wishes
to address himself to Item 12A% :
None.
Mr. Dymally moves; Mr. Bell seconds.
Without objection, the item will he
approved.
MR. NORTHROP : B&uﬁ to Item No. 11, sir.
MR. CORY: 1Item llA.
MR. NORTHROP: Mr. Chairman, on January 14,
1975, the Commission suspended approval for Atlantic

Richfield to resume drillina operations on Platform Holly,

N
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47
pending a further staff review of drilling procedures and

environmental considerations. The staff was also asked
to con3ult with state legislative and executive branches
to determine current policies.
Staff re-examination has been co&bleted.
Dialogs were conducted with legislators
and the Governor's office February and March. One of
the matters of chief concern at those meetings was a
complete rejection of the Atlantic Richlifield application,
on thé%basis»it involved -- howeﬁer, we considered the
risk of potential litigation and. a poséible physical impact
upoh the State of seriohs maghitﬁde. o
Thege bodies advised us to try and

"reach an agreement with Atlantic Richfield with respect

to blow-out prevention measures as well as provisions to §

assure that the company dperator would discharge any
liability arising in the event of oil spill damage.

Following thOSe‘§uidelines, exhauSEive
negotiations have been conducted with Atlantic Richfield.
The resul’;s of these lines of endeavor are before you today
for consideration.

First, the proposal.

Essentially, ARCO proposes a drilling
program which would not exceed 17 new producing wells
additional to the 13 producing wells already located on
existing Platform Holly.

The proposal would complete the

drilling program from that platform, which has been in

n b a3 i Y 5 e Y L A L Yot o
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"and to the preparation of a separate Enviornmental Impact

. 48
abeyance since the 1969 moratorium.

I might add that the livwells in
production prior to the meratorium have crea&gd no
untoward incidents, and have already provided the State with |
about $10,000,000 in royalty revenue,

The 17 new wells are expected to provide
an additional oil prodﬁction of approximately 20,000
bar;els per day. The eventual royalty income to the‘State
could reach a peak of approximately $100,000,000 per day
ox $36.5 million per year. ¢il produced from these wells
would be "new oil" and not subgect,to the control of FDA.

| The full proqram, however, of 17 nev
wells, would require approval from other state and local
agencies to modify existing onshore facilities and to
construct Stretford plant to remove excess sulfur compound
from produced gas.

If these approvals are not forthecoming,
ARCO then proposes to initiate a partial interim drilling
program of eight to ten new>wells on Platform Holly. Such
reduction in the program would reduce the rate of oil
production from 20,000 per day to 12,000 per day. Revenue
to the State would decrease porportionately.

The proposal before the Commission today
is limited to the drilling of a maximum of 17 new wells
on an existing platform. Any additional wells or facilities

that Atlantic Richfield might contemplate in the future

would be subject to separate commission congideration,
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~xesponsibility in the event of a spill. One at a time,

these work this way.

- safety-control systems that will cause shut-in of all

49
Report.,

Staff re~examination has been directed
to many areas of public¢ concern: Predominantly that the

operator conform to new procedures adopted by the Commission

~

that the operator abide by an established contingency plan
and critical operations plan in the event of spillage.

or leakage; that more stringent training be required for
operator personnel; that drilling approval be on a well-

by-well basis; and, that the operator agree to liability

The new procedures adopted by the
Comm1=51on include requirement for well casing, blow-out
preventlon, drilling mud programs, and facility safety

inspections. Platforms must be equipped with integrated

Wellsyin the event of fire, pipeline failﬁﬂe, or other
catéstrophe.

Special emphasis on mitigation of
oil spills, contingency plan, has been written into the
new procedures. These include initial abatement of an
incident; clear and mandatory reporting methods; and,
nandatory containment énd clean-up of oil spill.

Certain operations performed in drilling
and production work are more critical than others. 8o with
that in mind we have installed a critical operations plan
to control fire, explosipns, oil spllls, and other discharge

or emissions. Such operations must be listed, and may be
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or other conditions.

As ah added safety measure, all critical

 drilling operationg will be monitored by an on-sight State

Land Division inspectoi, who is empowered ito shut _down
drilling,operatidﬁ§’ifi‘in his~judgment, safety conditions
so warrant., R

| In addition, inspection frequency by
State Lands Division staff will be increased,’and will

include daily1monitoring efforts.

training will be conducted daily until. each crew is thdroughil‘"
trained and thereafter, at least once a week for each crew. |

The company drilling supervisor will be responsible for

instructing all drilling crews in 'blow-out preventon and .
State prccedures for driiling openation.’ : ‘

In addition, all Atlantic Richfield
and drilling contractor supervisor staff will be required
to have attended on an annual basis, a formal blow-out
control training school.

The introduction of legislation is now
being considered to require training certification of all
drilling personnel. We would report such legislation.

| Well-by-well approval.

While the State Lands Division has

previously issued a blanket approval of nine specific wells |

on Platform Holly, our ‘re=éxamination considers that

approval to have been excessive in number.

= TTT .50}

curtailed or even terminated under certain weather, sea, 1

Training of personnel. Well-controlled |
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Thereforé, only pursuant to delegation
of authoriﬁy by the Commission, tha executive officer
pProposes to approve Fﬁe drilling of a much smaller number
of wells, : |

Such approval will be based on/prior
separate engineering review by the State Lands Division,
and will be consistent with appropriaté&engineering and
geological data.

This methodﬁof well approval will be

1l

of substantlal 1mproVEnent over the previous program, and

wlll provide the staff with the necessary information on

‘nature and location of each proposed well.

Liability responsibility.

In view of the fact that it took a.
responsible 0il company six years to pay damages after the "
infaﬁous‘Santa Barbarakeil spill in federal waters, the
staff conducted extenéive negotiations with,Atlad&ic
Richfield in an attempt to achieve absdlute liability
responsibility on the part of the operator.

We were unable to get agreements on
~bsolute liability or on binding arbittration. The office
of the Attorney General has advised that it is beyond the
power of the Commission to impose such conditions
unilaterally.

We have, however, been able to come to
aﬁ agreement with Atlantic Richfield, which we feelp affords
increased protections to third persons, and to the State |

for any damages arising from operations conducted under

. . B " N , ' . »( e
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the leases.

Briefiy, these agreements would provide
the following:

One. Atlantic Richfield will furnish

to the State Lands Commission a certificate cf insurance

in the amount of $10,000,000, our current insurance is

one thousand =~ one hundred thousand, including also the

B . W "f . N .. v .
State namedas the named insured and evidencing insurance

'against‘&iability for damages to third persons arising

out of any and all drilling and productlon activities on
or from Platform Holly.
| Two. Procedures shall be established

for the prompt processing of all clalms to third parties,

- and prompt payment of uncontested claims,

fAnd three, to facilitate the settlement.
of contested claims by third persons w1thnut the nece551ty
of lltlgatlon, Atlantic Richfield will agree to medlatlon
procedures‘approved by the executive officer, after
consultation with the office of the Attorney General.

Mr. Chairman, the staff has completed
the a551gnment given to it by the Commission last January.
Should the Commission determine to approve resumption of
drilling on Platform Holly by Atlantic Richfield, we offer
a resolution now before you which wou}dfaccomplish such
purpose, and which would be agreeabié to Atlantic Richfield.

Mr. Chairman, I might add that we have

spoken to the proponents of the resolution, a number of

" people probably eight to ten in number, and in opposition to

e v
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it we have one or two.

MR. CORY: Those are the ones who want to
speak in favor?
MR. DYMALLY: Why don't we get the opposition

since there's just a few,.

MR. NORTHROP: Anthony C. Fischer has ipdicated

he has =~
Mr. Fischer is a Deputy City Attorney
of the City of Santa Barbara. |

MR. FISCHER: Mr. Chalrman, Gentlemen my

‘name is Anthony‘c;~Fischer, I'm the[mputyCLty Attorney

for the‘city of Santa Barbara.’ I am here representlng the o

City . Council on behalf of the Clty of Santa Barbara to
oppose approval of appllcatlon ‘for: the resumptlon of

drilling operations in the‘South Ellwood offshore oil field,

Platform Holly.

At previous meeﬁfngs‘Of this Comﬁissibn
Mr, Cappella, the Clty httorney, has stated our reasons
for our opposition to tha resumptlon of drilling. The
only reason he's not here is a prior commitment to speak
at an oil litigation at the League of California Cities.
our reasons fdr opposing this resumption
of drilling, in additidn to those previously I referred
triﬁﬁrahearings, are that an environmental impact report
is not adequate. The project will not have enough proceeds
in the event of an oil spill due‘to'thekdrilling or a
tanker accident. 1In reviewing the cumulative impact of

this project the environmental impact report erred in
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relying upon negative declaration filed on Standard 0il

Platform Heidi, Hilda, Hazel and Holly.

As you know, a full environmental impact
report was required for those projects and some are now
béing prepared. The outcome for the approval and
the adoption of drilling on Holly must await preparation
of the environmental report.

The EIR -~ environmental impact report
also fails to study the cumulative impact in%QEEw?of the
extensive offshore leasing and drilling of the fedéral
government, the»increased harge traffic which‘accompaniés
that. The environmental statement‘issuéd-by the |
Department of Interior in Novembher of %374, anﬁ some new
‘traffic in environmental impact statements issued in
February of 1975, which are not considered in your environ-
mentai impact report, required an affirmatiVe analysis
of this p:ojéct.‘ ine gdverse envirohmental impact of this
project, as lmstedinyqu: EIR, are the provisions for a" noxXm:
Standard operation., The consumptioh of scafae water
resources and the large and small oil spills from platforms
and tankers provide a reasonable basis for this Commission
to deny this request to resume drilling.

I am aware that ARCO estimate royalty
ravenues to the State of California if the 17 new wells are
drilled, of $40,000,000 a year. Despite this large flow
y .

/
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assure ydu I am aware that the federal government has

55
of money to the State, you have not taken action to provide

finéncialvprotection to local entities, such as the City

of Santa Barbkara in the event of another spill. And I

finally and recently admitted, and predicted that cffshore
drilling will result in oil spills. Adeguate provisibn
of the cdity's revenues’does'not exist.

Our experience, as pointed out by your
offlcer, has shown that achieving a collectlon of ddmages
in litigation W1ll result in the payment only after years
of experience of. lltlgatlon. R » _“

As an alternatlve, establlshment éf
the fund to admlnlstratlng actlon, to properly pay the
Cclean-up cost, loss of use, and\loss of cleanlna, tax:
revenues would greatly reduce the burden of spill upon the
city. | _

I nbtice.from reading yOur staff
recommendatlon, some mentlan to have admlnlstratwve proceeds

of some damage claims. That is not adequate either in the

coverage or in the procedure set forth. Those administrative

procedures should be proposed and submitted to the public
for comment prior to any approval of resumption of drilling.
Also, the recommended resolution makes no direct reference
tobtanker accidents or tanker spills. Production from the
tanker spilis is just as important as production from the
blow-out and should receive the same type of handling.

In addition, in reviewing the corments

of the staff, which I received yesterday morning, I notice

S
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that the staff recommendation is in fact a revision of the
environmental impact statement. I have not had sufficieﬂt‘
time to review all of your regulations, hut I understand

it is the requirement that when an environmental impact
report is issued that a period of time take place befofe
any commission takes action on that eng}ronmental inpact
report. The guidelines, I think its<-the administrative

manual speaks to the period of 14 days., The federal

guidelines would require 30 days before any action could

/

be taken. ' ,‘ﬁ
| if,you're going to treat‘the staff

comments as samething‘other than an amendment to the EIR

~then obviously your EIR is not adequate, and therefore you

could not take any action on application this morning.
| That's all I have this morning.
Thank you for your attention,
MR, DYMALLY: I have a few questions I want
to ask yown.
Are you propoéing'to the egtablishnent
of a fund in case of any spill?
"MR. FISCHER: Yes, I think either State shoul
guarantee a fund or the driller should guarantee a fund
of money to be available immediately upon a spill so that
funds would be there to get the clean-up started and
completed without having to wait for everyone to decide
who's going to pick up the tab for each part.
/
/
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Holly?

MR, DYMALLY: I like that, "tog) s
: Have you visited the platform?

MR, FISCHER: I have--personally have not
vigited the platform. ‘/ |

MR. DYMALLY: Do you understand that that is
not proposed. to build a hgw platform?

MR. FISCHER: That is correct.

MR, DYMALLY- There are"now in the channel,
which I discovered yeaterday, natural leaks.Even if you
close all the 1eaks,you still have natJ;al 1eaks in the'
channel. s v _
| ‘MR;\FiSCHER‘  I have had experts telllng me
that for mont.hs,andhlltn.gatlon, yés. '

MR.VDYMADLY: Whenkwe talk about the resumption

of‘drilling, in fact they are presenﬂly drilling now. So

| we're not talking about a resumption of drilling. We are

taiki ng about somethlng‘else I don't know what. But
they are actuallyndri;ling righ% now. N

MR. FISHER: Are they drilling on Blatform

MR, DYMALLY: Yes, they are drilling oil from - |

Holly right now.

They are drilling, so we would not be
talking about resumption. So the impression that we stopped
drilling =--

| MR, FISCHER: I think the application is fo:
some new‘welgs; is itrnot?

MR. DYMALLY: Okay. But I got the impression

I

)
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before I got in to this, we had completely‘stoppéﬁf&rilling

after the splll, but drllllng cwptlnued. We'jﬂst,st?ppeg
new wells; is that your understundlng?
MR. FISCHER.l I be&tbve,yoqﬁre~cotréct,e
e I,have notliookéd into!itt
MR. DYMALLY : “So we are not»talking'about

a resumption. We are talklng about some other terms, maybe

-new7Welle. Okay. And that these wells would be drllled

on the same platform?

;lplatform., I thoughtiWe had Qtopped dr”’

‘Spllli. And I dldn't know we were contlnulng to drxlgl And

’~“1ty, in fact, they re still drllllng now. In Fact, they're

there s a publlc mlseonceptlon about thlS Whole thlng.; And

tgwi,,, MR. FISCHERE, That's correct

",:*f" y“IvMR§ DYMALLY-;‘Not a new platform’f’fﬂf‘ 9‘;
T ) o L o

ﬁR@ FISCHER}j ”hat s correct.

o MR DYMALLY" : ‘The reason I ralsed that, un‘tll L

}< yesterday I suspected like the rest of the publlc--I had

sone vefy dlrfe ent notion. about this whole thlna.‘.tl

: I thought we ' were talklng abeut a new l[}t.

}ng after the

I ]USt thoughtwﬁ%!make these p01nts clear because I “think
I had to clarlfy it Vesterday efter I v151ted yeur fa*r
natural Spllls there. 1In faet, there 8 not a new platform

beilig construeted;

~ '~ And the final guestion, are you aware of

the Attorney General's position about a legal problem we

face?

MR, FISCHER: Yes. I'm not sure that that

3 ;}j -




o Ve

/ \

: 16

19

21

LACLY SHGRTHAND REPORTNG CORPORATION s (‘DR’I‘H"![‘D DEPOSI'I‘KON NOTARIES

Lo

‘to the publlc.<,[ , ""'j

“,;~1ou
T : 4)}/3 “";“ .
‘ "14 .

’ from the platform in questlon.

'18‘e ‘reemphesis@'

20

impact report.

;5 eMR. DYMALLY: Ckay. Thank you ver& mUCh

MR FISCHER-‘ I'm not certaln I have not

rPad his oplnlon.v I don t thlnk 1t's been made avaxlable

v
H

£ MR ‘DYMALLY: I think we have it down here,

at ieaSt I‘hope‘so.
| Any further‘Queétions?

') . MR, : CORY :

1s there anj(one else who wishes to

v\speak in opp051tlon?f

MR, KEBLOGG. My name 15 Martin Kellogg, - I'm

i

representlng thL Isla Vista Communlty Councxl.

- our community is approyxmately 500 feet
N

And I have some remarﬂs

‘ regardlng the opposltlon to my benef1c1al use of the

; ,q | s ;

01l resource.~ There are some s1de eFfects which need some

f”;

Siamrn

: Qne is the potential 1mp4ct of our
§p¢£ﬁﬂ§b@enow égeeﬁo the consumptmon of the oil producedy
Abeuteene-tenehiof ljpefcent of U;SQ preSent‘eonsumption
is proposed to be deveioped on en annual baéis froﬁ this
platform due to this new drilling. 1970 air pollution
econonic damage was estimated at six to eighteen billion.

And over three quarters of the U.S. energy ?onsumption is

of 0il and gas, ‘Much of this damage. should be the

economic effect to the damage of human health,and a large

share of all thesedamages must be due to oil consumptdon. |

- N T By

" takes away yeur‘dféereﬂion on approving the environmental
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been cinsiderably delayed, measures to reach. And some

G0

Therefare, the economic damage is likely to be on the order |

of magnitude about $1,000,000 per vear, perhaps several

S v , y ’
milliofis. Due to this drilling, air quality standards have

of the effects such as sulfur oxides are just now beginning,

Now, if production was substantially delayed, damage would
be substantially lessened.

Regarding the oil spill effects. Very
little is known overall. One of the potential effects
is the loss éf species. This,"éecording to the United
States Fish and Wildlife Service, almost haﬁpened in~the»
'69 spill when the entire fiocmﬁof‘black”grand'was h$id
over by storms. “ | .

Another, there arela number of direct~~
more direct effects on tﬁé“channel that are possible. One;
that they're all due to oil., Now, the oil containsftbxihs,
that is paisnns. It may contain carcinogens, that is,
cancer-producing chemicals, and mutagens, mutation-producing
chemicals, It may interfere with the production, dasign,

direction and the ballance to much of the vital feeding, act

of reproduction at every low concern, below the fatal level.

It may concern ~~ in foed change, it may increase‘inaonsis—
tency as the processing of food changes, aﬁd it may persist
to this period that is long, even on a geological time
table, that isg, many thousand cf years or longer, other

low level effects, such as reproduction and~bther metabolic
function as has been suggested. |

It's also highly pcssible that infection

“w i
i ke
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‘15 a prohlem, that con*act of gurrounding seafood would
'occur as -a result of any spill It is very,likelyvthat
the 0113 to be~nroduced dO«contain carcinogens, Maﬁy
‘caxclnogens haVe been found in crude oils and soma refinery
: parsoﬂnel have to wear protectlve covarinqs because they
started to- prevent cancer$, Whlch deVeloped in the
petraluum 1ndustries. | = “ e
There is no knovn safeguard avatlahle*,
for. anv chemlcal carcinogens, according to the report of:
the Academy of Natural sgience. Thurefore, any 1ndrement 
.,at all, desplte the ﬁact thdt%we have some naturdl linﬁs,f
vlll be v1eWed as potentlally harmful to the fooa and |
in the channel, and the people usmnq the beaches, and the
people eating.. the food in the channel. i
h ~ Another pomnt, general po;nt,"ls that
at present it neeus to’ be conserved to maximally beneflt
‘mankind, becausa it's a flnite resource. For one example§

fossil fuels are the only practical source of hydrocarbons.

) And the hytirocarhons form the basis of nonsyntheti¢ organism

There are no alternatives..
In the Natural Academy of Sclence report
of two months, an industry estimate of only one thousand

one hundred thirty million barrels of undiscovered reserved

1 is expected. Therefore, total world reserves may be

estiﬁatea at approximately fifteen hundred billion barrels.

If the entire world were to consume at our rate, per
capits snte, their oil will last only about 10 years.

Furthermore, with thisg natural report
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of their entire budget.

——

1

five to one. hundred and twenty bllllon barrels, whlch we

~ would consume entmrely‘ln,about 15‘years at the presant ‘

,rate if we didn't 1mport. And thls report warned that

the development of offshore should go very slow: because

‘,‘our reserves are probably so very small.

We can conserve through two ways.; oﬁé

| increased effiéiency, Estamates current1y>1n c1rcu1ation o
de01te that a btoad scal otentmal conservatlon of energy
10 |

"~5311Jf{;estmmate. In the May 1ssue ‘of the JANUARY SCIENTIFIC AMERIC'

fof 30 to 50 percent can ocour, and this is only an lnxtmal B

| ; ‘ f']haéf'
' estimated U.S, Reserves . another about one hundred and ‘

e e T i e Y by s

‘ can be 1ncreased by 40 percent, by 1980

S

The need to conserve is made even more

acute by the lack of conservatlon Jn' ‘the development of

fconservation in the. past.

’ The part of the thorough energy resegve

j,and department»budget proposed by the admlnlstration, qlven

rto 1nduce congervation, ;s‘only\some~tenths of 1 percent

H
Solar energy in that proposal recelves )

only about 9 percent. To conserve in a second way, you

' can decrease demand. Thi 15th of November, 1974, science

sudggested that so long as our “"per capita“'energyg
coneumption does not go below that of any other developed
nation, we can sustain a reduction in energy use without
long-term deprivation, .

Our indicators are using theé study of

e e o it "
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health and health care,of'education”and culture, and of
general satisfaCtion, the~re§hittqf‘their analysis to use
a deprivation: 6f economic indication. The economic |
indications;they were using were the‘telephone, radio,
television, automcbiletandkgrQSS natibnal‘ﬁroduct per
capita, and in that connection they reﬁarked‘thatn-tobeme

extent that these,and:cther appliances can be made‘tO*‘

operate on 1ess enerygy. We could reduce energy ‘congumption ’, f"

thhoutdeleterious effects. a S e
Regarding the 90531ble litlgatlon that
was ralsed 1n the staff report recentlv in Santa Barbara -

Couhty, a judge declared that one subject property owner

sued ‘for potent1al damages, the 1ocal water work agency __.{va

they sued~the water-Work agency for declarlng'a moratorxumﬂ'

oh the, housxng unlts due to water‘snortage. Tne jucge

Q declared a -= a proper remedy was a water connectlon and

TEerv1ce, not damages. ‘And. in regard to thelr 11t1gat10n,
//
g a. substantial part of that is still for the '69 splll,

'is a substantral part of that is still going on. The

fishermen are just now readyingctheir caeé‘finally.

The last point is that there is no
contingency plan for complete assessment of all bioiogical
damage caused by any spill referred to in the oil
contingency plan for the project.

o If and when permission to drill is
given, we -~ because of the effect of the oil spills is

so little kﬁownﬁéfcrexample, very little is~knan about

SO

fthat it sald it took years to reach a conclusion. Actuallya
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