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23 | presented,
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We have the report of the LXeLut1VC OfflL&I.

/L DL # B i R
e ¢ § )Z Q- 2] . @/\ h .
“o i i o o \ﬁ /( o o
g S = 1
; ,;‘f/ \ 7/ - B W /‘/)}‘ {:]J L
(o o
R ‘ P&g&aaaaﬁtk .
Q.f,y :.r “
2 ' e /:;“‘""QOQ""“
: N ; T e o S
e & CHAIRPERSGN CORY: We will call the meeting to
& —li'/ ' ( i/ L ) B
‘ & _order. /,, ’ ,,,,j’ .
5@ ) 5 e \ “; The<first “<tem on the agenda Loday 15 tha.t today
i 61 ig an unusual day. o
o 27 Dianne, I unders tand that you have become a
'\am s ) . K 8 L “ )
o ’ year younger . \ ;
\;“4- > " “ _ e \j W <
9 MS8. JONES:  Yes.
o . Q,
S @ - e L = N
N y 1o CHAIRPERSQN COR&(' We have Someth. \1g for you
@ij . . . .
s N n CThercupcn Ms. planno Jones wgf”presented
‘ 4, :\\S" i J ¥
R =3 with a rose by each of tho Commissioners.)
SR S S : S 7
A |- » . <7 NS, JONES: Thauk vou.
® T ) v ‘
by e 14 (Arplause.)
T \ ’ . o :
° LH] ( CHATRPERSON CORY: Are you ready for your speech?
16 2he,mik€”éhould be on for you.

171 7 MS. JONES: Thank you very much.

W:’W » ) \(Laughter ) | oy

| L CHAIRPIRSON CORY: The mext item is the confir-

20“mation0qf the minutes ofﬁghecmééting‘bf October 29th. Are
V74i§) there any corrections or additions? | /{3 u |

‘z?f : Hearing none, fhe mihutes will be confirmed as

24
N 25 EXECUTIVE OFFICER NORTHROP: Mr Chailman, Members,
i S
o PETERS SHORTHAND, REPORTING CORPURAT!OM «
" 1 7706 COLLEGETOWN DRIVE. QUITE 208
® . ‘ SACHAMENTO, CALIEDRNIA 45028
‘ i ) TELEPHONE (918) 809-3601 e 0 ‘ g
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3 0 ) ‘ < ) " .
) P "' the First .,uajcct we would Tike to discuss is the funclmrr/
S ) 2| of FIR's. The Cﬁmml;‘/blon hac the oppor tunlty to takc some
‘ 31 steps of 1mmedu£te Melp to the M\te's enrhrgy needs. An \) a
Ca “" additional o0il and gras fleld can be explored ahd ravltllj(
f®° 5 developed with e’x..‘,.xcmg conveational techmelogy. Further
6| geUthermal resources can al/sg)\ be developed in The Geysers \
7| area What is needed flm/ﬁ, mrin eaéh case) 15 the 1n1t1a1
® 8 fundlng for data collectlon arnd \é;vnonmenﬁl con51der;t10;xv,
N 2 Offshore lands near Pt. Conceptmn, Santa.Barbara
\/\ 10 (,Qunty, can bo cordidered un excellent prcqpect er vil and
Q ) B gus 1ea51ng This arca 18 horderod by high bonus- b1d
12 | Federal 1eases, but before n decision can be made on whether
1B | or not to leasc these lands, the cmurdnmental impacts of
QT 4 :’th,Lb action must be evaluatcd., Adaltlonallv,, a resqurce
| - 15 v,nuatlon must be made in order to determire the best
S ) 16 ///fafocedures for leasing the land. Considerable fupds will
0\9 \\ M pe n'lried for this prOJect.
' 18 At The Geysers area, at least $100,000 will bes
o 19 required for the preparatlon by contract of environtiental
@ ' 20 jmpact roports. " These wéuld be flle prelude o competiti;e
‘ 21 1easmg of State-owned geothermal lands. o ,~
22 CHAIRPERSON CORY: Is the 100 grand just for |
e 23 | preparation of thescontract for the report?
24 LXECUTIVE OFEICER NORTHROP: And the report.
4 23 CIIAIRPERSON CORY: And the report. That includes
® - ‘
o .

PETERS SHORTHAND REPORTING CORPORATIDN
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Cgwe ‘ “ -2 o
i 3
i o . ("‘zcv o
LR héz report‘? o C ,'{'l ) =
s EXECUTIVE OFFICHR NuRmRop- Yes.
3 ‘ . st that right, Mr./ﬁverLiLs?
4 /\( MR. EVERITTS: Yes. e
ts CHAIRPERSON CORY: Okay.
6 EXECUTIVE OFFICER NORTHROY: ‘There is cugrently ‘
’ 71 no provision for advance funding for geolégicaliahfiw geo- J
& O:\\ 8. physical expioration or EIR preparat%on for thsa Commi—:;sinn's
: 9 competlt:lve energy resourue 1éase pr;)gram* // \
,‘ AL " These actmmtm& could begin at once, if the
‘ ’ 11 iunds were anll'lble now. - With your consent, I propose to
Lo ’12 look for these funds throuph various alternatives, including
/ ,, i3 possible budget avmentation, or probably, in the veal world, 1
Q\\ S §]‘ 14 I lepislation. . ” ‘ ‘ i
L ERTE NS CHAIRPHRSON CORY: IHow is'that different from
16 | Item 33 on the agenda today? S e
. ) 17 EXECUTIVE OFFICER NORTHRC)P' Item 33 on the agenda,
i N 18 I\Ir. Chalrman, ‘authorizes me to\move ahead ornce funds are /(//
| ‘ © 19| secured. - | * & :
® - . }V/’ 20 CHAIRPERSON CORY: _So you waiit us, ‘at this point,
| / 21 | to dlSCUSb whether or not you should go out l’boklng for the
’ ( 22 | dough?
. 2 EXECUPIVE OFFICER NORTHROP: Yes.
‘ \ 24 CHAIRPERSON CORY: I think Roy Bell is saying
' .~ 2 .[you can look for the dough as long as you don't come to hin.
e y '_ \
PETERS SHORTHAND REPORTING CORPQRATION -
® : e onrommin AR
o o - TELEPHONE (916) 383-3801 , 0
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(Laughter.)
MR BELL:

I think my advice would be that you

makc stire you augment your own budget through a spec1a1
bill or you will be waiting unt11 after June r/ get your

money, and that is seven months from now. Iffyou fieed to

go ahead eafly, you had better get urgency legislation.

And thers is a reason fox”augmenting your own budget, as
// g 2 b ' @
// ¢l . -

v N
Yes.

you RPO%
© WXBCUTIVE OFFICER NORTHROP
So we will nove in that direction.
CHAIRPERSON CGORY:
EXECUTIVE OFFICER NORTIROP:

Ygu hatg perm15510ﬁ. “ f”*
'lhe last 1tem, ’(1
Ay

Chailrman, 15 the local coastal plans. Under prOV151on of

the Coastal Act the State Lands Commission is required to
review some 68LCPW§and four major port master plans and
make comments on these plans prlor to their certlflcatlon
by the Coastal Commission. In most cases of review and
cnﬁment, staff will respgnd directly, with yaﬁr permiasion;
in line W1th Comm;ssmon polluy. This prautlce seems-, |
apprOprlat= consrdermng the number of plansg. With your
Lonwurrence, the Commission comments will be transmlttud

unless, of course, the comm»nts are‘counter 14! Comm1551on

policy, in which case we will return to the Commission for

approval. -~ . o

This completes my report.
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\dglendar,\ no, Mr. Chdlrmdn.

“=/MR. BELL: Any questions from the Commissioners?

ﬂ Thank you, Mr. Northrop. L
‘The next item is the Consent Calendar. |

. For thé pecple in the audience,cfﬁose are the
items that afe désignated with a C in froﬁ% of the number,
and they will be tdken dp all at once and the staff
recommendation will be 50110wed unloess there is an Dbgectlon
at this’point in time from any membor of the audzence or
any member of the Commission.

Is there any objection to any of the Consent

Calendar items? , ; x //$:z~

MR. BELL: No objection.

MR, ACKERMAN: No-objection.

CHATRPERSON CORY: ,Are there anv items that have
been taken off? U

EXECUTIVE OFFICER NORTHROP‘ 0f the Consent

7

{

” P CHATKY &%SON CORY:  Without: ob] ec‘.tioﬁ«‘ﬁ@u the Consent

Calendar will be approved as presented. Those are Itemé'CI &

through 13 KnC1usive‘

' Item 14 geothermal resqurces, the feanmmendatlon
of the prospeutlng permit for Mr. Glebe.
EXECUTIVE OFFICER NORTHROP: Mr. Chairman, this
is a denial of a prospectiuy permit, and Mr. Den EBveritts

of our geothermal section Wlll address the Commission as to
/:\

5 - g

¥
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the chronology of this item,

L
l"e 2 MR. E\Q}%RITTS: Firgt of #11, ~just so that you
{ 3 are familiﬁr W@tk&fhe area, Item 14 is diséussing this area
E[,\ 4 ,‘,rj.ght/ip hCIG It\’is related to a couple of othc\ar items -
L ) 5 | that are coming up i -al \soon. Here is another 1\fec:e th&t‘
E 6 | we want to claf;‘sify and lease, 'l‘lus is the NCPA parcel
E 7 that we dlscussed a ‘couple of mb etlngs ago, and we wanted
E‘ ) 8] to deny a prospectlng application. This is the one that
[ o S Amninoil wanted to renew a permit, and we did not 2rcept
E 10 the revnewal. This is the cme right here now that we have
&6 ] 11| a request for deferment For Aminoil. This is the hai
‘ ,U 12 | Geysers area which the State has about 50 pé;cent of the
/:«/ 13 | production. | J
;0@ 14 . The Glebe application for that darger parcel is
- 151 one tl*at we First” I‘chlVBd around 1972, and we corresponded
\,» 16 | with 'them several times in 1972. Never did hear from them.
@ 17 | Finally, in 1976,1” we wrote chem and asked if they f)were ‘
18 | still inteyxested. “If not, we wanted to cancel thé applisza~
19| tion. Ths applicant responded and asked for a 60-~day b
® 20 | extension. \\_We did give thé appiicant an exstension -and
.21 | advised them that they should submit the data as s"\‘oon as
22 | possible. . g < o
® | 23 It was “two years later in January of '78 that we
) N 24 | again informed them we were going to cancel tlgs application
25 | if we did not rgceivek the information, and shortly after
® that, the applicant did file a revised application and
i “ | PETERS SHORTHAND REPQRTING CORPORATION
° s ™
. TEL!;FTS{ONE {918} 343-36M N




About that time,‘legislation Was going through

chquing Our geothermaj law and quy leasing Procedures, and

of '78. But in Jufy,kwe Once again asked the @pplicant

for some more information. I don't believe wve have ever

In the Meantime, ip January of this year, we diq

tell then that because of the new legislation, wWe did not

Vi 101 feel that we could recommend tq the Commissigp that the
-oom Prospecting poymit pe granted Any more and thay the lang
12 should be put up rop lease ang probgbly on Qtﬁetiﬁrofit

13 basis, the reason bheing that there ié drilling activity

Within g mile or twg of there, the geothermal field is

trending that wWay, and the Staff does not think that a

CHAIRPERSON CORY: Okay. There is a request frop

Mr. Herman B. and‘Rubqulebe to speak.’ e

MRS. GLEBE: LMembers of the State’Lands Commission,

Lxecutive Officer; my husband ang I, Herman B. Glebe, of

21 Kelseyvillg are here ip Teply to the Commissjop staff wﬁo

22 are recommending puttingja barcel, Exhibis A, File‘thber

23
24

= 9577, up for Competitive big and denying quy Tequest for
pe;mit.
25

- PETERS SHORTHAND REPORTING GORPORATION

7700 COLLEGE TOWN DﬂWE, SUITE 209 ‘ (
SAGRAMENTD, CALIFORNIA 9582 °
TELEPHONE (810) 383.3601




felt this ermit being refused was
y: 2

of thea members ape

Briefly, we filed ip v

72, but we did not receive
& reply for foyp Years. I dopre

N o

5 Communicatiop Vas, but we did pog hear, | 7F>M

6 )%hen when the EIR was rcquogéed ané‘Frepa}e y We
7 also sent the additlonal materiaglg as requesteg\ qué;lly,
81 we have receivegd permits Within a year, prior to %ﬁgé,

9 because e have hag Permits in the past, N; Federgy bids

10

Tt trialy ang appeals were

n completed, The State has appeals ip Court gt this tipe
12 ] ang dlready 3¢ picking up the lang

713 Apparently it dQe,u

. : ™ -
14| of 1aw, {? ) o N
15 That'%vthe Statement We want to f£iie With yoy.
16 CHAIRPERSON goRy: Any questions from Commissiop
"7 | Memberss RE " |
18 MR. ACKERMAN; 7 have one question,
19 Mrs, Glebe; ip your letter tq Us, you stateq that
20 on July 20, '78, the Comm1551on required gp extensife EfR
o 2V 45 be bPrepared? \ . 7
22 MRS. GLERE, That's right,
23

MR. ACKERMAN: You Nentioned the EIR was pr
% | by Union 0il,
25

epared

MRS. GLEBE: Yes, T

) PETERS SHbRTHAND HEPORTING CQR""ORATION
: : o 7700 COLLEGE TOWN bRivE, surre i B S
& v ' SACRAMENTO, CALIFORNIA p5a2g
: o TELEFHONE (916) 3g3.3501
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11
12
13
14
15
16
17
18
19
20

21

22

23
24
25

\)\ o
MR. ACKERMAN: Did they pay for it? {

MRS. GLEBE: Yes. They paid for it bccause it
was too expensive, it was too lengthy. We could not doal
with it in any way. Tt was for engineering and geclogy,
and we did not have those funds,

MR. ACKERMAN: Is Union 0il interested in your
property? ' |

MRS. GLEBE: They have leased our property for

14 y=ars. ‘ i

o

MR. ACKERMAN: They currently have thn 1ea;§ n

your property?k e
v MRS, GLBBE: Oh, yes., They have had a lease for

14 years. They have,doné the surveying and road bﬁilding
and malntalncd the property and 1mproved and laid the ground-
work for that. They are rveady to go al ead with drilling,
is what they have planﬂéd. They have worked on the back-
ground of it for tpis number of years. We feel that if it
went out to bid atid someone elée pickedwitiﬁph,we would be
backﬁthree or four or £ive years again.

CHAIRPERSON CORY: Curxent statutes 'allow that
if it goes out to bid, you have a right to match the high
bidder, if you are mot the high bidder, and receiveﬁﬁhe
lease as pfoperty OWners; is that not correct? |

MRS.‘GLﬁBE: Yes. That is,K correct; if you have

‘got the money to do it.

ey

PETERS SHORTHAND HEPORTING CORPORATION ‘
_ 7100 COLLEGE TOWN DRIVE, SUITE 208 B e
SACRAMENTO, GALIFORNIA 958268
TELEPHORE (916) 383-2621
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CHAIRPBRSON CORY: How does that interrelate with
you having leased it to Union 0il? Aren't they the-ultimate

. fi ’
\\% 1}

\ ' ’ //
MRS. GLEBE: ‘W%ll, they are at this@time, yes.

people paying?

At the present time. '

MR. GLEBE: I would like to see the commuynications
that were sent to us between 1972 and 19763 if you have |
them, please U

MRS, GLEBE: We never received anything,

CHAIRPERSON CORY: Don, do you have the file with.
you? I\ )

MR. BVERITTS: We don't have the file with us
We can certainly send you copies of it. The file is in
Long Beach, |

MR. GLEBE: We never received anything between&\x
the time we filed in 1972 and 1976. )

MRS. GLH Et Normally, our applications have been
taken care: of prombtly What I mean is within a year or so,
in the past, when we asked for permits. We do have other
land, too. This is not the only block. i

MR. EVERITTS: Well, actually, accordlng te our 7
chronology, there was no communmcatlon between November 6th,

1872 and February 10th, 1976. We never T#Iélved a response

to the 1972 correspondence, final correspondence, and it was

just thematter of trying to get the files active again and

PETERS SHORTHAND REPORTING CORPQRATION
7100 COLLEQE TOWN DRIVE, SUITE 208
SAGRAMENTO. CALIFORNIA 05026
TELEPHONE (416) 800-3001
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N
N -1 cleaning it u® that we realized that wewhad never hoard :
® L zlmonyew \
cLON L g " MR. “GLEBE.: Well, you never even sent us & notice i
o 4| between that time, that you ac\:cep%ed it or anything clse i
@ 351 in your files. - 1
6 | MRS. GLEBE: Well, we .answer'éd, buf I don't know --
- 1 . MR, EVERITTS: Well, in October, a.cCOrding to l
O’; 8” our records, we forwarded the environme}xtal information for |
. 9| it descifibing #he environmental data required for the
, (Q% 10 appl’ﬁiéﬂ:atioﬁ, “and we did not receive any f"ésporiisé to that.
? . — 1A] MR. GLEBE: In October of what year? “
iz | MR, BVIRITTS: ‘72,
13 ~ 7 MR, GLEBE: We never received that.
*. 14 o ~ MRS. GLEBE: We never got any off that:
| 15 N MR: EVERITTS: Well, as a geneia,.l ruI\L'éw - we would
,D', 3 16 | have ”t\\g_) check the _ffile/;: but as a general rule‘thosg are
*. 17 | sept certified mail. |
o ‘3: : MRS, GLEBE:‘:\ Somef'of yobur material is,
\‘ 15 ' CHAIRPERSON CORY: Okay. The communication
,eno - . 20 ;}iffi%gglty in ﬁl\}e ,;".7.2;" to '76 period, our records indicate
# 2V | that there was a form sent ‘October 30th of '72 saying that
| 22 | you needed an EIR and '}'ou have to file that and £ill this
® 23 ':tuff out; is:j;’ﬁ]lat correct? And the applicant didl not
24 r\gond They do not remember or have any record of “having
P 25 | received {")tha‘t. Then in '76, e discovered fl}l‘at at that
@ T
oo 0. @ PETERS SHORTHAND HEPORTING CORPORATION
o . : e, o !

P TELEPHONE (918] 3033801 , ~
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{-It was not you contacting us?

- in

,+he(op@ratmon of, the prcgram, and the GommlsSIOn remamns

~;ts lands.

s

12

point the applicant had not responded and we contacted them.

J'

MRS. GLEBH: I don’tq%emember«who contacted who

'76. I:think the Commission wrote..

MR. GLEBE: You did contact us in 1976, but we

- didn't get anything from the time we sent our application

1n untll 1976 ..
_ CHAIRPERSON couy Our problem is that, &~ I see

it, the ﬂgct situation 1nd1cates that’ ta.give a prospecfing

 lease wcgih be adverse to the State's lnttrest, at this o

point, g;ven the proximity of known geothermal resources

thera, and we have a problem as the trustee for the publlc

reqources u deriving the hlghest poss ible revenue.

MRS GLEBE: Isn't it on appeal as yet this point

\,\

of mlneral Aersus steam in the courts in the State?

MR, STEVENS: Mr. Chairman, the status of the

proauct is still on appeal, but Jn uhe neantlme, the State

lvasing promram we would advise should contlnue. There is

no order outstanding or stay of any sort Vhlch would prevent

¢

VA
Wlmh the duly to obtaln the maximum possmb?e evenue from

CHAIRPERSON CORY: If the case is decfaed_againStb

the State, the leases would not b$7Valid and that would be

the end 6f it'at that point, and 18 there were any stay, we

n .
R 5]
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“of neothermal resource.

effect, Union 0il did the expensive and hard-to-get type

&

‘would not be able to issue a prospecting permit either.

w.  MR. STEVENS: That's riqht.‘ Where there is a
dlstlnﬂtlon betwoen the mineral nature and some other klﬁd
lof product, in those cases, we will havh to reexamine the
whole thing. | |
CHAIRPERSON CORY: The differentiation between
the prospecting permit and 4 known geothermal would not --
if it were . ghat rather ;han a mineral, that would be the »
end of it for either’cdse, would it not? ) |
MR. STEVENS: In those cases where the ownezshlp
i§ different, right. In the meaut;me, there is a dufy to
lease for compet1t~ve salt; where there is a strong indication
This isvbasically the statutory
standard. Where it appgaf§9that there is commercially
producibleAenergy, the s£andard is to lease rathex than
issue a prbspecting permit.
4 CHAIRPERSON CORY: Any questlons from Commlssloners
MR, BELL:

Jd had a question in my mind, since, in

information for the EIR and it was submitted. Is there ah

indication from our staff that that informatioﬁ was still

not a complete EIR? 7 ‘
MR. EVERITTS: The information that Union 0il

Gompany“submitted Wa.s b#éically a plan of development. It

It was not

N
T

was not an envizonmental impact document.

7
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sufficient. B
CHIAIRPERSON CORY: We still do not have an

environmental impact -

. o
MR. EVERITTS: We still do not have an Environ-

\
Y
s

" mental Impact Report. We have stiil not received all of

the data,
CHAIRPERSON CORY: What kind of data is 1ack1ng°
MR. EBVERITTS: The environmental impacts, the

problems that we'ﬁre fg§od‘with. o R
) 'CHAIRPERSONVéaRYQV They just dealt w1th how ;ﬁey |

would drill the fleld?

MR, TVER;TIS‘ And where, | v

CHAIRPERSON CORY: But not discussing what thaﬁ
would do to the envifonment? & .

MR, BVERITTS: No, it was not.

MR, ACKERMAN: Are there any other produc1ng weils
within close prox1m1ty to this tract? )

MR, EVERITTS: Just immediately south of this
parcel here, which is thie subject of anothe® item én the -

calendar, there is‘a well, Cobb Number 1, T tﬁink‘ It's a

. marginal well, A cemnerc1al well belng maybe 60,000

kaOunds, this is 50,000% Byt T fiean it is @ producing well.

MR. ACKERMAN: Is that the only well that has
been drilled? o | /

FETERS SHORTHAND REPORTING CORPORATIQN.
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i 1 \{R EVERITT 7& That's the iml}' vell that has been
d Z| drilled. The ,’E:Leld 1*; doing that way . That s all we can
,\ 3. ':‘j’i’téay . j’ ; \ | .
o . (( : “’{ L D CHAIRP/ERSO\‘ CORY: AE“E ~&hs € are 'thO wells 5 one in
'Dfo N 5 that crosshatvhed area, 38 or 36, just above the ygllmx one .
= 6| There is \that one and -- S ¢
' T MR, E\:?EﬁITTS: Thére (s the well that has been
® 8| drilied here by‘f\Aminojl What we are saying is that this,
. ¢} by just geneval ?ﬁlendeology B ” ),’7/
10 CII!\IRP\\SR&ON CORRY: It! 's poing thaf_:"xym
¢ - “ ”i MR, VLRI.LTS¢ It's goﬁ,ng, that way .
) ” lzw CHAIRPI‘A&ON CORY._ Is em FIR requ1re& for a
. 13 prospecting p»mnlt E’)
o . s,
14 MR. PVERITXD JYes. )
5 CHAIRPERSDN CORY: 8o we don't h_‘ave t»i%f; right data
16| at this point, . -
e < 17 There is somebody in the back of the room that
. 18 | wants to say something. If you would c:ome up and identify
- 19 yourself. We are’easy to get along with. Come on forward.
- 20 . MR, SHO:\PF. My name is Mike Shoaff. I'm with
. 8 Unlon 0il Company A ,
22 I would like to point out that a few of Che wells
G Lo 23 that were drilled in this particular area have been dnl"ed
h 23 | since the Glebes vae made application for their pmspec@:mg
: 25 permlt“w like -thez Cebb Yalley well, the Binkley well th;)t
¢ \ /
L
= 1) . o
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Viwas drilled 1n ‘Section 36, the W¢1d Horse well, Whluh has

2| driiled --'I'm not exactly sure ‘What date. I think ﬂ bwas
3| about 1976 to IQ%W. There is one well that was drllled

4 ﬁp to the nOrtheést, I believe it is, which is the Sullivan
5| well which was drilled back a good number of years ago, but
61 it ﬁas a dry hole. So in all fairness to the consideration

71 of the particular prospecting perﬁit, I think you shouild

8] consider that some of thv’**w@lls were drilled aftez/fn?

i

¥

a { ° application was filed\

g 10 _ Additionally, Union has had a lease from the
n Clubes for I believe it's been 14 years, and our he51tat10n
12 about going- ‘that direction as far as drilling more wells

13 fﬁr our operations has been the lawsuit that has been

14 ‘brought up. Also the determination in the Federal suit, too.

\ 1‘\)
; Y15 1t was only decided about a ycar and a half ago.

16 ~ . CHAIRPERSON CORY: None of those thlngs seem to
@ :
‘ ) 17 | indicate -- I mean the fact that you have a lease and haven't
\ .gﬁls tﬁrneé loose of it tends to %ut evidence on the side of the

19 | scale that it is a known geothermal area as opposed to a

@ ¢ 20 " o
. prospecting -~

2% ;> MR. SHOAFF: Not particularly. .It's a situation

22 | of how can yeu go up there and justifi%bly drill a well

@ ,
| 2. 23 | ywhen you don't know who really owns the resource?
24 CHAIRPERSON CORY: But that's a separate ques*ion
25 | that's not rclated to whether or not its prospectlng or
. |
" PETERS SHORTHAND REPOFTING CORPORATION ‘\
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{ ‘
‘ MR. SHOAERF: I?don‘t follow.

If we can't rgé&ly be assured that the individual
that we were leasing it from really owned the resource,

then why should we bc’-- i\
CHAIRPERSON CORY: Well, that's a business

decieign, but that has nothing to do with the factual - _
or whether it is a pro§pectingﬁperm§£f
MR. SHOAFF: Right.
CHAIRPPRSON CORY: -

.
il . .
And the differentiation

statutornly that we must decd ide is whether or not it is

Sy

.

a kno@h\area and there is a significant probability that
=3 %

you are g01ng to\flnd a geothermal resource tbere or whether

you should be ablle to ha ve a greater return on your dollar

because you are taking a mﬁre 51gn1f1cant risk and you are

.\‘;-_»N‘_‘Ml N = ; )

wildcatting it.
MR. SCHOAFF: True. But at the time that the

nrospecting permit was applied for back in 'Y2, and even

in 1976,
and I think two of the wells that were drilled were --

CHAIRPERSON CORY:

a great deal of these wells hadn't been drilled,

But whoever is at fault“ thrre

Y

has net been dmllgent pursuit of the application. To 1ssue“

S

a prospcctlng permit, you have to have an EIR, and to da*e

we still don't have an EIR.

i
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" of bPotential lynchings that we have hag Of our staff that

‘is trying to sort Out -- it seems to me that the burden

18

// ’ 4:%
fl /4

b

MRE~SHOA§F: There was som%fiﬁiﬁiﬁation that was
W
Provided ip Conversationg With the L;ﬁg Beach offjce also,

It was bfough; up, what information was exactly needed,

~ CHAIRPERSON CORY: ﬁérdOn Me. Are yoy 4 geologist?
‘MR. SHOAFE: No, T apy not,

CHATIRPERSON GORY: A lawyer?

MR, SHQAFE: No.

CHAIRPERSON CORY: I not a iawyér either, byt
the lawyersnwhocimpinge upon our lives More than e need
them, they keep, as 1 understand it, telling Uus that the
Concept of 4 Negative Decrthat would wofﬁﬁﬁgﬁthere, I dont't
think woyiq work leéally and I don't think it wbuld work

polititaiiy,given the probieps We have had apg the numper

we sent up there t5 hold hearin}s. A Negative Dec, I doprs

.. o _— Ne s
think -- apg f I am Mistaken, ﬁg the staff Would correct pe

MR.\{VERITTSﬁ No way ip Lake County,
\\ ' i/

MR, SUOAFP: Well, I grane you that,
/ ' ‘ '

CHATRPERSON CORY: S0 what we are sitting witp here

and I cap dnderétand why they didn't, Jﬂcan uﬂﬂerstaﬁd why

i

| .
PETERS SHORTHAND R{:PORTING CORPOHATION
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, v - .
Union, untiy they decidedehcthar 0T not theye Was Somebody
. . . 4
valid to lease £rom -. until these court cases Wire
- \

2

L y <
3 resolved, I cap understand your Predicament . But to invoke
4

those gt thig point, given the fact of the Information that

MR. SHOAFF; I See your point there, byt also
the,turnahout, iq 1976 - I%m net sure whatﬂtook pPlace
befﬁeen 19?2 and m76‘~— but I“think there was diligent
Pursuit of this, .

CHAIRPERSON CORY; prop 19767

MR. SHOARF: TRight

CHAIRPERSON CORY: Well, we Still don't have ap

EIR, and if you want a prospecting,permit, You have tp
SUPP1ly an ER, 4 |

| MR, SHOAFF; Well, we submitteq ®nough ‘informatioy
20 o determine'whgfﬁér Or not an EIR was ali tha; necessary

21 a4t the initiaz findings thatﬂwe brought up, I think there

the Glebes, ‘&
i
24 “ MR. WILLARD: I think 7ou could recaij that --

25 THE REPORTER: 7 1y SETTY. I donry have your nape .

“ PETERS SHOﬁTHAND REPORTING CORPOR\; TION
7700 COLLERE TOWN DRIVE, SyiTe 209 )
1Y SACRAMENAY, CALIFORNIA 95825
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‘are still sitting here ==

20

PN

MR. WILLARD: Al Willard,
Yes, you did submit a Plan of Development for the
aréa,
-=  MR. SHOAFF: Right.
CHAIRPERSON CORY: And from the Plan of Development,
you take that and then develop an Environmental Impact Report].
MR, SHOAEF: Right.
'CHAIRPERSON CORY; If you follow this, this is
what the impact will be on the environment.

MR, SHOAFF: ~Right. | o
CHAIRPERSON CORY: And that ﬁéﬂ not done; S0 &e “
MR. SHOAFF:  Last Decamber; through our offices,

Qe had decided to go about and get the Environmental Impact
Report -~ and then além the changing of the law back in
January of last year.
CHAIRPERSON CORY: I'm not sure what you just said.
© MR, SHOAFF: When was she last time it was
requested for an Environmental Impact Reporti?

*‘» MR, WILLARD: July of '78.

MR, SHOAFF: All right. We were warking through
envirOnmental”consuitantsUtrying to find oﬁe'that would be
satisfactory to us to write the Environmental Impact Report,

one that had familiarization with the area, as well as

knowledge of the -~

PETERS SHORTHAND REPQRTING CORPORATION
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‘0Of coﬁrseu in the,mganti@e, we

January of this year.
January of '797

;gut November of last year,
in our office, we finally decided upen &n environmental
the léw changes, |
But in January of the year
before, the applicanF was 'informed that if we didn't have
the information within 30 days, we were poing to cancsl.

And we submitted some information.
Commissiorers, do you have any-

Just as a comment. I think that I

would agree with Mf. Cdry that if”the area is known to be

& comngrluallv feasible geothermal area, and we have had a
-
coup*& of other'cases it the last twe months b&gore the

Commission on these instances,to where we are almost obligated
' &
' | to look at a lease instead of a prospecting permit. It

‘would seem that this falls into that category that Union

seems to express a definite interest whevre they have already

extended some money to go further, and it seems to be more

looking at some kind
41‘ !

And the appropriate way tg g0

PETERS SHORTHAND REPORTING CORPORAT!ON
7700 GOLLEGE TOWN DRIVE, SUITE 200

N

o i
o v MR. EVERITTS:
. 2 have a new law, and that's one of our problems.
L 3 MR. SHOAFF: Right.
" 4 CHAIRPERSON CORY:
e 5 MR. SHOARF: Right.
. ] .
- a 7§ consultant, and then January lst,
@ 8 CHAIRPERSON CORY:
K
10
& T MR, SHOAFF:
v 32 | Obviously, it wasn't enough,
13 CHAIRPERSON CORY:
® 14 | thing?
15  MR. ACKERMAN:
16
?‘ 17
o b 18
L N
Aa 20
? 21
n 22
e 23
24 | than ﬁust exploration, but that fhey are
;: 25 1 0f commercial development .
e ,
)
L] /I - SAGHAMENTO, CALIFORNIA 05824

R ‘ TELERHONE (018) 303-3804
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would be to go out for a bid or a lease cﬁyihiq.

MR. SHOAEF: And you are going to make?the
determination on expenditure and 1nterest. -fgf D

CHALIRPERSON CORY! We are making a”deiefﬁinéti&&
todaxwto go out for competitive bid, |

MR, SHOAFF: Right,

CHATIRPERSON CORY: And it's your move, if you/
want to bid there, or if you ‘have & contract with the
Glebes, then you can sit back and walt and see what that
i¥, and then, in essence, jump the clalm by matching the bid.
So those are your options., You are protected. ”

‘MR . SUHOAFF: Well, I giant you that.
CHAIRPERSON CORY: But it's going to be at a

higher rate than you hoped for,

* MR, ACKERMAN: The Glebes are protected also.
= MR. SHOAFF: The Glebes are protected, too. I
grant you that. Buﬁ at what point do you make that
determination of when expenditures and interest are there.

to smgnmfy it's a KGRA or whatever?

)] CHAIRPERSON CORY: Well, there are a number of

_fartors, but we dre looking at the facts in coming to the
conclusion that it is a known geothermal area, and. We are
proceeding . by putting it out'tgﬂcompetltlve bid, and that
determination is m&dg on each parcel before it is put to

N

.competitive bid.

PETERS SHORTHAND REPORTING CORFORATION
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put it up for competitive bid or not.

1 permit.

“,highest and best use, namgly, the lease,

, this item is”that we do what’at this point?

%prop051ng.

E)

MR. WILLARD: You, of .course, are not obligated

to make a KGRA determination., You have that discrétionuto

%& is not mandator¥
: . /: . Y
that you find it is a KGRA. i {{

if N ‘
é AN .
CHAIRPERSON CORY: It is theoreﬂically possible

~ that if you put it up to competitive bid aad nobody bids on

it, then you could ccme back and reapply for a pTOSpéctxnw

But either one would require an Env1ronmental,

[N

Impact Report.
MR, EVERITTS:

whoue legislation that we go with what we thlnk 1s the

1hat was contﬂmplated in t&ls

If we‘hﬁye to

revert te a prospecting permit, you have thét‘gption later

CHAIRPERSON CORY: The staff recommendatlon on

Deny the
prosPectlng permit and that we prepare the EIR?

© EXBCUTIVE OFFICER NORTHROP: That's what we are
Deny thm: and use the funding that we were
dlscu551ng tn prepare an EIR and go out to bld on it.

Nﬁ BVERITTS" Tﬁ&t applies to two parcels, that

partlcular tem, ~ v \ oW
| EXECUTIVE OFFICER NORTIHROP: Yes. We w-fll
attempt to cover this in ‘the next calendar itenm.

%/CHAIR“FRQON LORY.

2
N

Is there anybody else who

= PETERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN DRIVE, SUITE 200
% BACRAMENTO, CALIFORNIA 05026 . 0,
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L ! wouid like to Sd.)" sumethmg? ’ .
@ 2 MR WOODS: Could I just make. a comment? I
51 don't know if it &ill make e:ny difference, but maybe it
A wite clyarify‘ something.
f 5(_ CHAIRPERSON CORY: You are ~-
k € MR, WOODS: I am Bill Woods with é\minoil, U.s.A.
J 7 We have the land lease on the purpie"parcei,
a” 8 If 1. could qtep up here to the map, I would like
\ . 1 tol pomt out that we lwwﬂ done some exploratmy work in
| o 10 ,th.ts area and we havc “chrce noncommercial wells in this area
0 . "1 lere and one semu.wammcmn.al well, We have done exploration
[, o 2| work in here. We have a well here that is a semi-commercial
!@ B well: It is not really what you would call something that
: ¥ we could put our hat on for full field development. We
: LR have two dry holes drilled in this area. “
16 - So, basmcally, what I anm savmg is that we look
¢ 7| at it as a fairly high risk parcel. However, wesare willing
::Syf 18 | to take that risk, but it is a fairly-;.high risk parcel.
. L& S We also had an application pending on that, and |
Qé/\\uﬁ\ 30 I think it was in December 1974, we submitted an Environ-
\Q&M@ff 21 1" mental Impact Report on tha* project. That mglact report
\\\ . ”\S/ oz was a minimal effort, { agree, and it may not have been
O o {/ b mdequatn. If there was notification of that iinpact report
24 being 11\adt1quate, it mn‘t to the landowner, We didn't
a' . R \\25 | recgqg‘{)e a copy. At least I don't have a copy in my file,
: i 77 ’ . o
i . !
=l ¥ & PETERS SH(’JRTHAND REPORTING CORPORATION
s . Tmmenmn
- ) TELEPHONE (818) 383-5001" p i\‘}: .
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| CHAIRPERSON CORY: “Okay. What is the wish oé the
Commission? Deny? qﬁ
| MR. BELL: Yes, I think at this f;me since we do
have both the %andoWner and Union at least ﬁrotected, that
we should deny. “ | ‘
| CHAIRPERSON CORY: .Without objection, we will
deny the permit. Staff, when wg get down to the other one,
we will go ahead and proceed w1th the steps to, get it --
MR. EVBRITTS. That's the same item. This ditem
covers both pax uels.‘ . ﬁ
CHATRPERSON CORY: No, I'm talking about when we
get to 33, there will be approval on the budgetary end for
providing the EIR. g o | | .
Ttem 14 i; dispgsed of as the staff‘fecbmménded.
Item 15, )
FXECUTIVE OFFICER NORTHROP: Ttem 15 is a;similarh

parcel of geothermal area and Mr. Everitts wfil point that

D
Y
i/

o

out, [ believe it's the one in orange. '
CHAIRPFRSON CORY; There are two'iﬁ orange.
EXECUTIVE. OFFICER NORTHROP: There are two- in

\

orange., Yes, it's that one there

j e

As ydu recall, two months ago this was on the

calendar for denial of the prospecting permit. Represen-

tatives from the Northern CaTlifornia Power Agency prevailed

upon the Commissjion to put this over for a 60 day or two-

9]

i~
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month period. That period is up and it's backK on the
calendar.
A . Va Iy
7 € MR. EVERITTS: The reason there are two orange

parcels here is that this énd this were on the same item
two months ago.

GﬁAIRPERSON CORY: Okay Mr. McDonough, General
Counsel for Northern Caleornma Power Agency.

MR, McDONQUGH: Thank you, Mr. Chairman. I am

Martin McDonough, General Counsel for Northern California

Power Agency, amn organization of 11 cities in Central and

Northern California that gre dodng some geothermal work,

[t}

The cities do appreciate the 60-day delay that

you gave us in September., In that interval, we have

received | Pre]lmlnar Repoart from our consulting geologist,
Yy wep g

T

/
Doctor Ken: i? Wﬁ have proceeded further with our negoti-

//

atio) ﬂs with the t%ustee in bankruptcy for our former
parfher, Res%urce Funding lelted to remove the threat
of litigation over our acqulsltﬁbn of its 1nterest and
we have prepared for a meeting next week with the Sun 0il

Company which is the farmor, under a farmout Uf. the leases

 which are adjacent to the parcel which is in question here.

Within the 60-day period, we have received the
geologist's Final Reports but it has not yetﬂﬁéen examined.

It was received ¢n1/ within the last 48 hours. We have not

been able to flnqllze -an a;reement with the trustee, and we

NP,

| PETERS SHORTHAND REPORTING CORPORATION
T " 1700 COLLEGE TONN DRIVE. SUITE 208 ‘
N ' SAGRAMENTQ, CALIFORNIA 95828
; TELEFHONE {91%) 2€3-3601




@
L0
ST “‘\\X‘
%
e
g
:
®
" o
23N

oo

10

.

12
13
14
15
16
17
18
19

20

21

25
24

25

27

A

Jiave not determined whéther to drill a second well or

reenter the first one, some further action appearing to be
necessary under the terms of the farmout; | |

The preliminary well tests indicate that our
first well will produce less than 30,000 pounds of, steam
pexr hour and that the temperature and pressures 1nvolved
are substantially less than those cncountergd in the other
porticns of The Geysers area. j

If the State Lands Commissienﬁ&ssues a prospecting
permit asifequcsted, it would be an encouragement to NCPA
to continuc <its exploration program. A détermination to
bid the propgfiy will ‘produce a great deal of uncertainty
for the nomr\}\¢urn and will be a dlscouragement. .

The co§£\o£,the first well that we pu% down will
beﬁsgystaéklally in excess of $2 million when all of the
costs\&re/&n; Now they are accumulated to about a million
nine. “This money was obtained by pledging the electric
revenues of member cities.

We urge that the prospect, from our viewﬁbint,is

certainly not proved and that we have a serious question as

‘to whether to pursue the program to develdp the steam. We

ask that the flexible leasing program that you administer
be fashloned .50 that you CQQ\lssue a prospecting permlt with
a provision for a reasonable rQﬁtal if ‘the prospect preves

to be good. If the permit is dissued, we would be‘happy to

FETERS SMORTHAND REPORTING CORPORATION

W 7700 COLLEGE TOWN DRIVE, SUITE 209
o SACRAMENTO, CALIFORNIA 95828
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negotiate the terms with YOU to ensure that vay hav
adequaty 1nformaulon to provide a fair rental and to

g forward with thelr progvam
hg respectfully ask foy

tion for g prospectlvo permit,

encourage the cities in goir

your fa\orable con51dera-

CHAIRPERSOV CORY: Under statute

statutory authority. to do what they are s
MR, HIGHT; Yos,
percent of the profxqﬁ.

hagpstanT

Mr, Chalrmnn, but up ¢q 16

EXECUTIVE OTP

1GIR NORTHROP; w\Chairgnaxﬁ
dpparently they

e 1s disy 1cement among the staff,
MR. WILLARD: Ten percent,

That is the minlmum.
CHAIRPEROON CORY
MR . WILLARD'

vnder a pr

Pspective
permit,

Xy

What 1s the maximun?
There jig no m

CHAIRPFRSON CORY:

aximun.

Somebody better get a lyy book,

because there seems to be a disagreement wong the st

aff
as to what we Aare d01ng

hXECUFIVE OFRIC

ER NORTHROP: We ca

fox

2 get all we want
& prospective permit?

MR, WILLARD:— The miﬁﬁmum is ten Percent of the
grosé. S !

A

CHAIRPERSON CORY: Somebody wander
em a book and flgure out what w

make g decision.

Cut and fing

¢ are doing before we

S PETFRS SHORTHAND HEPORTINGCORPORAT#ON L
) | :
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! There, should be some in mﬁ ofxlce, or see if you
2| can find ~- there should be a set of codes 1n every .
31 Legislator's offlceyl Find tQ*}f %sﬂyone and see if you
%1 could borrow one. : Y =
5 b Are there other questions uw\the Commxssxoners
6 ‘\?n this item? '
7 EXECUTTVE OFFICER NORTHROP: Mr. Chairman, he's
81 g good lawyer, He brought the code along.
? MR, ACKERMAN: Has the staff had an opportunity
10| to review the geologic report? 0 |
n iXHCUTIVE OFFICER NORTHROP; We havé not. As a
12 1 matter of\fact, Mr. Acké%man, this morﬁiﬁg I checked &iih.
13 staff to see if we hadlhé¥rd anything, and we have had no
14 communication until thmajmyment, until the appeprance of
151 Mr. McDonough here. % J ) ; '
16 MR. STEVENS: Mr. Chairman, I fﬁink that is a \___
7 | minimum of ten percent. Section 6910 provides for
18 1cem$6rcxa1 1e;se5;afte1 prospecting permlts when producible
19| amounts are discovered, and it refers to 6913 which says:
20 "Leases which result from prospecting
21 | permits shall be Limited to royalty of not
23: Oless th;h ten percent of the gross revenue,
23 ‘ exclusive of charges."
/24,,\j MR. HIGHT: Read the next sentence. “\
25 CHAIRPERSON CORY: What is the term "exclusive of
i
PETERS SHORf;IAND REPORTING &CR?OHATION
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"charges'"? That you will excludoe “those from gross revenues

in determining whethet or/not you veceive the ten percent?
MR, HIGHT: Mr. Chairman, I correct myself as
wrong. The 16-2/3 percent applies to competitive bids
as the minimum., “ )
| MR, STEVENS;

MR, HIGHT: No. | 3

MR, STEVENS: -

I think there was a disErepancv in

We don't see any max.

Thete -fs one other question, Mr.
Chalrman, if I may,
the descrlptlon of the present well which was drilled by
the agency, with respect tqQ the pounds of steam per hour
produced;

7 b Mr. McDenough, did you s&y that was roughly
30,000 ox less? 7

MR. McDONQ””HTX\féq, sir. 1 noted the staff's
report £igure of 50,000 pounds per hour. There were three
tests nade, according to the geologlst./ ‘None of them

exceeded 30,000 pounds per hour. o

MR. EVERITTS: We have been teld 50,000. In
previdﬁs communication, you have equated it to 3 megawatts,

which agsdn would equatc to about 50,000. That is ball

park numbers,
MR, McDONOQUGIL:

[

Doctor Kennig estimates that

with the pressures qnd temperatires ava;lable, if turbines

\\//

~of that a*yle were AVallleL, it would gererate approx1~

mately one megawatt electrical. =«

PETéﬁS SHOR’;’HAND REPORTING CORPORATION

1700 COLLEGE TOWN DRIVE, SUITE 208
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15
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.18

19
20

21

22
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24
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A
MR. EVERITTS: Well, two months ago it was three

megawatts, but =

MR. STEVENS: Would a dlfference of this sort

;, have a substantial eELcct on whﬂthcr or nét this was a

commercially feasible well?
MR . EVERITTS; It's like a ten barrel well,
cbﬁmeTCial, you make more money on a twenty barrel well.
CUAIRPERSON CORY: TIf this is denied, as the )
prior one was, where are we at that point? I ap confused,
given this new information, Js to what our options are Sr
aren't and whaL ‘the significance of these acts are?
MR. BVERITTS: You huvo an option of granting a

£

Prospecting permit with no preforentiaj right to a lease,

.You have the optlpn of grantlng . prospecting permit with

4 preferential right to a lease. You have a right to go
any kind of bid lease -~ net profits »1ys0 it doesn't cost
any front end money. So it wouldn't cost any more than a
prosﬁective permit.{) ’

The Environmental Impact’ Report is written. That

O
would be one of the advantages.

g h

MR. WILLARD: We could go forward with the
competltlve 1c¢smng at this tlme. )
' MR, BELL: The question is, basically, is this
a commercial areas\

MR. EVERITTS: I just have to éﬁuate it to an

N,
5

PETERS SHORT HAND REPORTING CORPORATION
) 7700 COLLEGE TOWN DRIVE, SUITE 09~
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0il well.. I sure wouldn't lease something that had an oil

well thar close to it, even if it wns just a little oil well)

MR, WILLARD: You could certainly test‘the market-
place by going out to competitivc bial. |
V EXECUTIVE OFFICER NORTHROP: Un the net profits
lease, of course, if the rest of the Jnuustry felt that .
f\ls Northern is a conglomerate on power fields, then, of

course, we would' ndt get bids that would be .in excess of

the ten percent royalty, if it is as bad as has been painted.

MR, McDONOUGH: Mr. Ghairman, I merely intended to
give you the reports of Doctor Kennig who obviously knows
about it., I don't, But to give you those figures. -

Obviously, a prospecting pgrmif without a preferential right

X
A

to lease would not be -- X
CHAIRPIRSON CORY: Worth a lot, would it?

) MR. McDONQUGH: ~- worth a lot, /f

\j. CHAIRPERSON CORY: Okay. TheYe is no p:gjudicé
ugainst:thié'agquwargm coytinuing to pursue the§p; if we
should deny the prospecting nermit at this time?

| EXECUTIVE OFFICER NORIIROP: No. We would welcome
the Morthern Califaornia Power Agency bid en this’property.
If they were the successful bidder, we would just be very

pleased.

Ay

MR, BILL' Do they lack some of the prctectloni

! whlch*the ilebes 1nd Union had?

lPETERS SHORTHAND REPORTING CORPORATION
o 7700 COLLEQE TOWN DRIVE, SUITE 208
BASRAMENTO, CALIFOANIA 95826 )
TELERPHONE {010) 383.3801 . #
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rwilﬁ deny this one, thc ‘same as we did 14,

to proteed until this liﬁigation was¥clegred\dg.

’ L] I( “
- now cleared up, and this gives them justh%ye same amount of

(2 \f\
MR v TTS !

3
owner, so they always have recourse’ back to the 1$>se

i

They have 41L0a50 with the surface

I

through the aurface owner,
MR, BELL:

pos i‘tionc : "/;;1 ! //
| CHATRTEZRSDN CORY: Th%

They are in approximately “tis same

4

difference being that the

EIR has been completed on this oie.

MR, BELL: I have grea dlfflculty, Mr, Chairman, .

~

dlstlngulsblng any remarkable ﬂlfference between this and

the prlor Atof which we denied = pardon me -~ took an

0
action to dunv the prospecting permit,
Lo CHAIRPERSON ‘CORY: Okay. Without ObJeCtIOH, we

Item 16 - Approve the deferment of drilling

requirement for Feothermal Resources Lease PRC 5217.2 from

rebruary 25th, '80 to the ‘same dé%e in '82.

1" EXECUTIVE OFFICER MORTHROP: The r\aSOD for this,"

Mr, Chairman, is there was some 1itigat10n over the very

fact that we discussed here this moxnlng, the abxllty of

the 1andowner to --

CHAIRPERSON CORY: -So Aminoil wag not in a positiqf

/

It is

i
3

time they lost, o
| IXECUTIV, OFFICER NORTHROP:

S

Right., It puts them

PM‘EF&S SHORTHAND HEPORTTNG LOHPORATION

7700 GOLLEGE TOWN DRIVE, SUITE 200
SAGRAMENTO, CALIFORNIA B5826
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s V] dn the same - posmwn as Union and -- . 8
7 a)‘ S e 2| CHAIRPLRSON CORY:s - Aminoil has requestml ths”‘
8 EXECUTIVE OFPFICER NORTHROP: Yvs, they have
4 requestod it. . o
Q 5 LHATRPERSON CORY: So they'rs happy with it?
6 MR. WOODS: Yes, That's fine. ’
7 CHAIRPERSON COR\’/:} Any questions from Comuissioners(?
“it' R N /' -~ Without ,ij‘ectiQn, Ttem 16 is :Lpprovéd as
b 9 | presented. |
N Vs 10 . . ,, Ttem 17 = Lea’Se for The Brofher Jonathan Company,
“ | Iy approvexi of - &;\Ll.\fd:‘re Permit, A
) 121 Is Llw:;jia anybody in the aud Lence <>n this- item?
L A}J | Questions from the Commissiont}rs‘{'ﬁ : o~
@ o 14 1 Without obgectmonj Item 17 is approved ai presented)
> ,‘ | 15 o Item 18 Assmgxment of a 15-ygar lease with
R Je respect to a. Structure Permlt from. Detwlier for Shorecliff
@ S 1”7 Propertles. | . “ R EY
LN Anybody in the audience on this_ 1tem" ’ |
19 M Any questions from the C.ommmsmners?
= R B Without objection, Item JRS will be. .approved #s
| © 21 presented. . i,;
_ ‘22  Iten 19 - (,J.ty* of Bm;lmgame and Sar; Francisco -
® - )/:)\u)\,\\ 2-’!«‘ All‘port M{) tal Compan 7y the Sheraton. This is the one where
<\/( K\‘ﬂ 24 we are agreeing to the lezstse, but net dealing with the
e, B3y owne1 ship questlon? :
® v /,
- P |
\ L

: . PE:T‘ERS SHORTHAND REPORTING COR‘PQRM’ION‘
"R 700 GOLLEGETOWN DRIVE, SUITE 209 ,
@ , ‘ SAGRAMENTO, CALIFQRNIA 9808 - , :
' ’ N . TELEPHONE (918) 303.0601 b
a . - Q

; . ‘h R ~ . . i
N i - ) o e ) N .




Lo S

S

o ) !
RN ol
& &

presented ¢ ; o

presented,
. Item 21 - Scerdic Lands Propcrtles, Incorpoxated
: . /]x
the . ettlemgnt compromlse title, ‘Petaluma, within thn Cltv‘

Y . ' EXBCUTIVE OFFICER NORTHROP: Right.

MR. BELL:t And we reserve the vight to thejtitle?
EXECUTIVE OFFICER NORTHROP: Right. The title

is not in question >

CHATRPERSON CORY: 'Anybody in the audience on

this item? e

Questions from Commlssioners?

- Without obyectmon, Item 19 will b@ approvtd as

i

‘R\ Item 20 relocation of a public
\ .

. - Mobil 0il Dstates,
easeMéﬁt on. Redwood Peninsula, Redwood City.
Anybody in the audionce On'thiéaitem?
~ Questions from Commissioners? h

if

Without obj@étion, Item 20 will be approved as

S

off Petaluma . ‘
/ybody in the_ ¢udlenﬂé on /this item?

MR, TROUT: - Mr. Chairman, 'we would like pemm1551on

to make a small change in the legal des crlptlan u:nmmetme—

cn.mlv define the 1mm_m1ent We have "SﬁbSthuted Exhibits D and F.

They do not change the form, of the ag*eementa
Other than ¥hat, there

They just

more prec1sely descrxbe the C&Jlb.

wouldwbm no change.

N

L
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Do e S <
S ‘ CUAIRPERSON CORY: With that amendment --
@ - | o 2 MR. BLLL. No objection.
’ ) 3 CHAIRPERSON CORY: Without ob jedtion, Item 21
,‘? will be approved with the amendmeat \w D and F of Ule
@ c 5| exhibits. 1s that iorrect'? (o /
\ ., | 6 MR. TROUT{ That's correct. |
/ o U CHAIRPERSON CORY:  TItem 22 - Denial of applications
@ ) 8 | without prejudice, for use »f State-owned propert‘i*és.
G s Is there anybody in the audience on this item?
D 01 Item 227
0? n Questions from Commissioners?
e 12 These are things we have to deny to fit within
& F3 the ctatutory llmltatnou*s" | y
La 14 EXECUTIVE OFFICER NORTHROP: Stututogp.“y limitutions
!5 of one yea‘r; right. L
- ! “5 FIikIRPERSON‘ CORY‘ Wi thout objection, It’em’"’ywzz
;Q\ 7 wn.ll ‘be approved as Pre“\ented 2
; v k s MR, BELL: There 1 only one? f RN
- 19 EYHCUTIVE OFFICER \Q{THROP Only one in there
Qa ) 20 now. " To T
i 21| | CHAIRPERSON CORY: 01\37; Item 25 --
o2 i EXECU¥LVE OFFICER NOJ’&HROP. Off calendar.
“Q ., B \ CHAIRPERSON CORY: /J/ff calendar. Okay. =
i ’ 34 | Item 24 - Approve ‘&he holdlnq of a publlc hearing
25°| .. poth Items 24 and 25, Thess.are gas leases in-the
| .y | 1 ) }
\ H i PETERS SHORTHAND HEPORTING CORPORAT!ON
» i rriyatite i o |
‘ ¥ 1‘%7, TFLEPHONC (818) 96d-ad01 . §, {

o \‘J:)U 0‘ . ‘ . i - I}l -
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“had to'give you two rates of revenue here.

s

- range and

Q&
(923
3

Delta area, and stalf wants authorization for public
hearings prior to going to bid.

Anybody in the audience on these items?

Without objection, Items 24 and 25 will be
approved as presented. | Lo

Item 26 - Third modification --

EXECUTIVE OFFICER NORTHROP; Mr. Chairman, Mr.
Thompson will discuss the plén and bﬁdget and telljyou
how much money we»toid‘the Senatﬁ'we were going to raise.

MR. THOMPSO};I: This is b report for the First
quarter of the year, and 51nuc it's kind of late in getting

to the Commmssmon, why it's kind of outl of date. As you can

/

see; we - ﬁave had some problem with 011 pricing when NP

oo

This is based
\\

én uncertainties. Basicilly we are talking ahout s range’
here be§Ween $116 milldion and ¢197 mililion.

“ Part of our uncertainty was Ju st receﬁtly
resolved. Effective November 15th, éhe regulations came
out that decontrol upper tier oil effective Jan&ary lst.

So part of thc uncertaintf/we had in this thing was resolved.

And, hopefully, that of the ‘excise profits tax which is on’
e P Yy W ¥ ;

the Senate floor right now for debate is resolved and alse

the question on heavy oil. These are the reasons for the
thiat particular revenue spread, and we have alnoest

a three to four dollar difference in composite price

%5

O

" PETERS SHORTHAND REPORTING CORPORATION
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‘\Lnd hopefully, we will QP“~thlS response in the ensuing

38

resulting from these unceltasnﬁmes. \
The ail production for the farqt quarter was down

primarily because we were concentrating on,wager 1n3ect10n
wells., In the first quarter, we redrilled seven water

o
injection wells, and actually in that one quarter of the
year we spent 40 percent of our budget money on injection

wells there. As far+as well work on injoetion wells, we

spent 52 percent of our money . /

l

So we have been getting a lot of injection wells,

P \: -

/ I Iz
/ L T R S
/ R

fuarters.
CHATIRPERSON (‘-CORY; Questions from the Commissioners
None., i

MR, BELL:
0 kay.

CHAIRPERSON CORY:

we will approve the Third Modification.

Without objection then,

MR, THOMBSON: 1 bel’ifaVe Items 27 and 28 havei.

Eeen 'pulled. - We are still trying to get some legdl
language straightened out on one of those and we need .one
number. They will be on the December calendar.
) TAIRPERSON CORY: Item 29, we are proposing
expendit:re on Windham Avenue and Van Camp Street.
MR, TIIOMPSON:

costs to place landfill on this one-~acre parcel here, and

This is a prior poeol £or subsidence

this would bring the land surface back up-to its pre-

subsidence lovel. This was originally filled in about the

PETERS $HORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN DRIVE, SUITE 209
SACHAMENTO, CALIFLRNIA 94826
TELEPHONE (916) 3833501
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mid-forties as part oI the landfill for Pier A Since that

time, it has” ganu down, I think, six and a half feai.
MR.DBELL: How mtch?
(MR, THOMPSON: gix and a half feet.

|
MR . BELIL:  Anything from subsidence not due to

oil! hrllllng -
 EXECUTIVE OFFICER NORTHROP* Mr. Bell, none of

it is due to oii drilling.

CHATRPERSON CORY: Some of this is just the £i11 .,

settling. _
MR. BELL: This is just the [ill settling.

A
%ﬁ{, THOMPSON: It‘s a comblnation of many things

that would affect why sub51dence oceurs, The £ill

substance could be gcmng down. There could be recent

subsxdcnce. There ars many items on this. This is a

legal issue. 1'd prefer not to comment on it.

MR. BELL: Sarry I asked the questlan.

i

CHAIRPFRQON'CORY: Any other questions the staff

© doesn't want to deal with?

(L augﬁfér )
MR, THOMPSON: If the lawyer would 1ike to talk,

I'm wide open to listening. '

MR. HIGHT: Doing fine.

{7 CHAIRPERSON CORY: Any questlons from Commissioner

;i on this item?

i

PETERS SHORTHAND HEPORT!NG CURPDRAT;QM (
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1 ©MR. BELL:  No.

Zz CHAIRPERSON CORY: Item 29 will be a?proved-ashf

31 presented. ‘ | @ ” Q

4 ) Item 30 - Approve ieeond phase sub51dence cost

5 ‘ proeosed to be expended by th\281ty of’ Long Beach in the

5“ Town Lot area of the Harbor District and rescind the action
7CAA0£ July 25th, Mlnute>attion. This is another --

8 ; MR, THOMPSOV-\‘“nls is not a resc1nd1né\of the acti

® Actually, it's ‘an exvéh51on and addlng a little bit: to it.

=101 So it actually will supersode the acticn and complete

Rt that 4Lrt1cu1ar action. &

/12 ' ﬂ\ CHAI“PERSON CORY ,\Questlans from Comm1 siohers?

i hy -

if .
~ . g Pt
ki

13 Without ob;egtlon, 30 wikl be approved as .

;
N g

14 presented, ) =

15 | S Ttem 31 - Invitation to bid on crude’ oil seil

o]

1€ | off on the upper‘a- is it upper and release?
Lo T MR, )1HOMPSOV ItTs the uncontrouled portlon of

18 “the\oil. This is «the e¢ght percent of the UDHD contract.
"9~7 which has been taken by the City and sold off in years past.
20 | e are now going to try to sell the uncontrolled ,portion
21 | of that. We have upper t;er‘ lower tle and uncontrolled
22 | The uncontrolled résults from the recent heavy 0il dec131on,

23 | and almost half of the 0il produced by LBHD now is

AN

S uneonrolled hecause it is Lelow 16 gravmty S therefore,

! . \ 25 any composdte barrel then is half uncmntrollhd in the past.

A |

; : , PETERS SHORTHAND REPORTING CORPORATION

P . 7700 COLLEGE TOWN DRIVE, SUITE 209
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7 off at what

spércentile.

_because again, as I said,

[a]
E
H‘ .

We have e suppller/purchascr rel¢t10nsh1u to max, so in.
this particular Lase succeedlng price is hean pald gor
thz upper and lower tier portions, and we can oniy go out
and get competltlve blddlng for the uncontrolled portlon;

The/methmd that is proposed here is to take the
/

\ ,average of tw posted prmce for uncontrolled 0il in the

Wilmington fleld and the bonus factor then will be the *

bid factor abave that. So the*bidder will always know then

that he will have to use as o base those average prlues

and that he will bid a cortaln amount above that, “
The tcrm of the sell-off 15 for a “six-month -
increment. 1t can then be renewed for additional six-month

increments after that at the mutual agreement of both»

S i

: parq§es.

\; g ~ NN
Again, we feel that ‘the uncontrolled price posted

does not reflect the real market value of the crude. The:cs-
are many Teasons for this, but we heaf it is belng sent
could 1nd1cate a two to threb dellar bonus b91ng

In fact,

paid fox thlg. 1 think there areactually some

Federal orders going out under bonus contracts at the same

CHAIRPERSUN CORY:
' MR. THOMPSON:

How many barrelsy

This is about 500 barrels a day,

‘and this will actually increase a little bit {ﬁth tiie,

there is recent action on the

(o}
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pﬂ£33~two‘contrdl.
' CHAIRPERSON CORY: That will automatically shift
over to whoever wins the bid? ‘ ”
MR . TIIOMPSON: Yes,aﬁedauﬁe'actually they are
taking the uncontrolled poétion of t@is eight percent.
There is no fixed barrel amount. It“is that particular
portion of this which will vary with'tiﬁe.
- CHAIRPERSON CORY: What huppens if the Feds

N

chanéé/the thing to 18 instead of 16, That @ill auto-

- matically go in, too?

MR. THOMPSON: Thera‘wﬁll then be more classi-

»
fication of uncontrolled oil.
CHAIRPERSON CORY: Roll those dice.

£
A

(Laughter.)

CHAIRPERSON CORY: Any questions?

MR ACKERMAN: What do you expect the price to be
. O

9

nper barrel?” Any rough e:tlmates? : O

BXECUTIVE QFFICER NOR,HROP‘ We have had some -

indications that 1t will probdbly be three dollars aybve.

There is a problem right now in the fdgt that composite
prices, when you start adding up the lower tLer price and
the penalty, you come vp with a price of probably two dollars

above the'average price we are getting for it right now. *

S0 I would suspect(that the price would be somewhere between

the two and threqfdollars d barrel range.

Ve

»
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i u B
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Lhe short fuae, the six-month fuse, ds

“future.
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MR. THOMRSON: Bxcept that things are so unstable
in this markef/rlphfxnow because as of’a couple of days ago
one companv/@alsed thexr sf“mpp@r price By two dollars a
barrel. Th@\day befare that, another company raised its
a dollar and a half. 0

I’XPCUTIVE OFFICER NORTHROP: Ml the reason for

iz sv that we dan=.’
encourage people,ﬁo bid without worrying about bidding
themselves down ghe road tcAag¢impossible pr;;g in the
Tt gives a six-month period,‘and that is why we
desiqned the above postinp and then made it & six-month

tlmQanQTOMQnt s0 that if xt did pet askew and somehody

was bidding abovc -~ because it's really 1iké a cork., It

floats above the prlae. If that happﬁns to get up too hlgh
they can bail out without getting hurt. ‘
MR, ‘THOMPSON:‘

prlce will be, becausg thls is mostly gn untontrolled

We really don't know what the world

market. We have stipper postings, uncontrolled postings

in the mid-continent at over $30 a barrel now.

CHALRPERSON CORY: Without objection, Item 31

is approved. o R

Item 32, you are going to inforn us on caustic

waterflooding techniques.,
Y

! MR. THOMPSON:

calendar item here, just to tell you where we are gomn on’

a2, B
This is just an 1nfarmataonql

0

W
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»this‘ We are anthlnﬁ this pre- flash basis water which

we have taken the caleium magnesium ions out and increased

the sodium ions so that we can have an area around the

‘Well beres - in which these two partlcular maqneslum calczum

ions are reduced because’ thev tend to reduce the activity

/

of the sodium hydroxide and”orthosilicate’ that we have

put in. We want to’increase &Pat efficliency. as hizh ds we

]

can,

The only other change is the fuct that we are

cﬂangLng over and going to maké a blend of thls material.

Instead oi just being sodium hydroxlde, It will be so@;um

o

hydraxlde and orthasilicata,

N
\

CHAIRPER SON CORY.“ What is the orth051licate’

MR, TIOMPSON: Tt JUbt.seems‘to be a material .
that 1s a little more stable and doesn't rea?t quite as
much and seems to give about the same rechery efficiéncieg.
S0 it's a questlon of 9t4b111ty~ Because these ions 1n the

7
clays in the reservoir Wlll tend to redct w1th the sodlum

and destroy the effect of the materi&l we are puttlng‘down

there ,
CH!IRPFR SON CORY:  So you would use it as
SUDStltute as opposed to the hydroxide?”

MR, THOMPSOV" Well, it will ‘actually be 2 blend

.0f “the two, InStead of helng pure sodlum hv&r@xlde, lt

will be a blend of the two, hoping to get becver efficienciosl

1
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= caution him, it's not the whole

45

N you can see, we qpvnt a good part of ihe

“money that was authorized originally. We have spent

almost’$10 million on this.

‘CHAIRPIRSON CORY: You spent 10 million, and

what have we gotten back?

MR, THOMPSON. ’Well enough that we4are actually

producing 350 barrels a day of incremental oil right now,
which generates over §6,000 a day in uncontrolled prlces.

So there is u payback, because pavt of this Orlglnal afant

o

was to do some well work that would zctually glve you an

It's a combination., JTt's

increase, an illustration that

\3

we -have to do well work as wall as propose a tertiary

process to keep the wells in qhnpo to produce this

i

1ndxemental 0il. So the Federal government is beglnnlng

to. #et some payback on their investment jlist Ash&e are.

Mr. Bell is running the pa}out, but I muut

JumP:

gotten the lower tier price foxr it amyway., So you take

doll&rs from the eighteen dollars, and it's

mmyahmtsx

But'it

the 1ncroment41 amount s§till pays off at a pretty

i
good rate. '

MR,

BELL: In our lifetime?
MR, THOMPSON: Yes., We hope vithin -the immediste
~ four or five ?ears.‘ We will start at the fl”bt of the

thﬂ au.nal cost -~

year. Hopefully then we will start

A part of this money was also --

because we would. have
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21 from the USGS on one of these.

Y %

-

o S
V. | - o » Lo , 46
! CUAIRPEREON CORY: 4.56 years, we should get

21 10 million back. And at 15- 3/4 percent in. vrest - We

3 didn't add that in, but -- okay. We-have been infofmed

4 purquant to Item 32,

5 ) K\Itcm 33 - Au1horlze sollcltatlon of bids and

6 | subsequent aW¢rd of contract for preparation of BIR and

7 geoloq1c@d and geophv dcal survey of State lands at Et.

8 Conéeptnon, and the Executive Officer is to find the bread,
| ° EXECUTIVE OFFICER NORTIROP: vos.

10 GHAIRPERSON PORY{ A\y que§tions?

] MR, BELL: No, this would correspond with.our

T
12 other actions . 3 W

12 : CUIATRPERSON CORY: These are thie ddjac&pt‘one“

14 to the hlvh bid b@dgral ldqu, and as our cnergy Irroblem

15 natlonally becomes more acuﬂe, I think the pressure is

16 | there thdt we get with it as quick as we can.

7. 3 MR.CEVERITTS: /You ‘might be«anteres*dd in knowing

T s that Chevron has applied for expioratory permits from the

19 Corns of Ingineers on four of the parcels in- ka:re ‘and

20 | Mobil has already filed: for an applmbailon to drlil a well

a4

22 . MR, ACKERMAN: Is this the erst time that the
23 | State has done something like thls? : P
24 © EXECUTIVE OF "X ER NORTHROP: This will be the

25 | first time that we have gone @ut - for w- no, I -don't

think so. We did some stuff earlier.
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MR. EVERITTS: This pdrthular Pivee right here

was actuallyoup for lease back when Union i Company hagq

1ts blowout and the Coﬁmis 10n pul
In fact . we had adlready advertisod
~ bulled 1t clear off the market bmu
right in here'- There has alse bee

the USGS, and that, 1n31denta11v

CHAIRPERSON CORY:. That WiLS Supposed tq have been

°off Structure?

led this off thc calendar,
and the Comm1551on

k *n 1969 -~ this plece

n o WQll drllled here by

had oi1 shows in it,

MR.VBVPRITTS: TI‘*KWEJ an off ﬁtructuq»/well
CHAIRPERSON<“ORY They found it, aﬁ”vay.
BXECUTIVE OFFICER NORmHROP' To dnswer your

quustion, Mr, Ackerman the closest thing e hdq to this -

I vas Just checklnq with My, Fhompson = Was in the Long

Beach area hefore the bid. There was Some pxébld coring

dctivities in which they Went ¢n structure” to dn this %ind

of thlng, but this will Probably be the first“t}ﬁe we have

done an EIR an&\gone full bore on it. A
MR, ACKLRMAN Thlq is reqlly d01ng the

Lndependcntly now , /

preparatory work rLat any-badder would have .:ome back to do

MR, EVERITTS: . Yes, the work e are taLxlng about

Now, as far as dﬁﬁiligg in any per

mlts that the State ever

xssued for corlng, We weren 't allowed tc 6r111 1nto any

oil- bearlnv sands. ,n fact, if the

Iva

v hit sands =- or-hit oij
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Vi or gas, they immediately had o abandon thuse wclls and

2| pull back up. S0 we are talking largely eholut d01ng

3 shallow -~ You wan do any type of geophysical work, but

4| any Corlng that would be dope would be very shalloy Coring,
5 , One thlng as far as looking for fundlng for this,
§ | we think that Weé can probably” put this as part &f the --

7 the successfyl bidder should be required to pay that back

9 ‘ EXECUTIVE OFFICHR NORTHROP‘ The Way We envision

10 1t is is g peyq Wl@ing fund, Wa tuke the money -- when the

11 | bid goes out, one of the prcrcqulsltoa to maxlng a bid is
12 | to agreu to pay back the money we Spend for the EIR and

13 | 8eophysicy] wark So it woulaﬂnot be that the State would

1¢% be handling the Hhrden, but ¢L would be just fundlng the
15 moneym“ ‘ .
5 16 A | MR. ACKERMAN: What this really aV01ds is two or
| 17 th;eeﬁdifferent cqmpanles hav1ng to incur the same 1dent*val

18 | costs? ,
19, 2 MR, THOMPSON: The risk'reduction ip Long Beach<

\\
<

20 for example;‘th fact that those core holes were made and\\
\

21 [ you knew the extent of the accumulatlon and kneéw it was
W

22 there. It cuts down the rlsk for the bldders. iTherefqre, A

N

53 th;s knowledgo aheud of time is really not afloss to- then,

z4”[1hc Successful bldder can pick’ this up W1th(no problen,

25 - MR, AC&FRMAV\ It Wwould be an atvantage to the

psrens SHORTHAND REPORTING conpohA‘now |
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o L | | W
1| State because then yow would know more about\\\*‘xe property
21 as well. ,. o .
) 3 MR, THOMPSON: All pote:n'ti.alH bidders haw)? access
- s to it, so you widen out the field. |
@ 5 EKXECUTIVEMOFFICER NORTHROP: Everybody gets a P
6| peok, | o -
j 7 MR, BELL: We probably should have beern doing
® 8| this =~ oo
[ ® MR. ACKERMAN: A long time ago. ,
@ 0| CHAIRPERSON CORY: Okay. Authorization is
@ H gmnted without objection. ?\ v 4 |
N B § T Item 34 - City of Redondo Beach wants a cc fu\%t, ]
3 EXFCUTIVE OFFICER NORTHROP: We would like to
@o 14 have our staff look at sche 0il and gas problems tl ey have :
X f,l} 15 | got down there. “ “ ' : |
| i6 | CHAIRPERSON CORY: Thev are gomc to wmt.‘:mnse v !
4 1 us? ) ; , '
” el EXECUTIVE OFFICER NORTHROF:
. s | reimbarse us. | | |
®. 20 CHATRPERSON CORY: Without objection, 34%
| 21 | approved. " o
| o2 Any furthe #.itens Q\to come béfore us?
® - - 23 Wlthout ob;ectlon, we will ad;ouru in mpmoTy
24 | of Dianne's youth. )
\ 23 . CThercupon the meeting of the State Lands
®. Gommlss ion adjourned at 11:10 a.m.)
! T e
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' CERTIFICATE _OF SHORTHAND REPORTER

2 . R

3 I, DELORES I, DALTON, a Shorthand Reporter of the

4| state of California, do hereby certify:

A That I am a disintefested person herein; that

6| the foregoing State Lwnas Commission Meeting was r0@01ted

T| in snorthand by me,’ DLLORES I. DALTON, and thgreafter

8 | transcribed into typewrltlng |

9 I further certify that I am not of counsel

101 or attorney for any of 'the partics'fo said hearing, nor«,
1| in any way interested in the outcome of said heaiing,

12 |, IN WITNESS WIIEREOF, 1 have hereunto set my

13 | hand this 12th day of DecnmbL1} 1979

14 N
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IS O

16 N Z DELORES T. DALTON
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in 1976 into agreement w1th Resource Funding lelted RFY,
as it's called, had a numbﬂrﬂpﬁ geothernal leasuholds ~NCPA
had as the- coUrts like to say, money. $So the two got
together in hopcs of developing geothermal stean

Slnce they entered lnf? that agieement, a cou%#
of things have happened Opa is that on land adjacent DQ
this 120 acres NCPA has gone out and expended about $2
million on a wildcat rig to see if there's any steam up
thefe on the landwthat RFL:hadt It% ”resultskto date have
noL/been espe01ally good, We've foend about a third of the
pressure En€m>we were 1ook1ng for up/rhere, but we are going
to contlnuektn look dnd spend moxe money presumably. .

The second thing that happened is that RFL has
been plungcd into bankruptcy reorganlzatlon proceedings.

NCPA is at the moment negotiating w1th the trustee in

bankruptcy to buy up the geothermal leaseholds. Those

geothermal leaseholds, as I pornﬂéd Jut, include this parcel

That 120 adres is subgect, of coﬂrse, to the

of 120 ad

1’ \\
Estate reservaﬁlon, but it! s part of a.much bigger parcel

that NCPA had hoped to develop. v’"_ )

Vi

We're hoping by about Octagberx 11 to enter into an

agreement with the trustee so that we wrll be the owners of

those geothermal leaseholas and will be able to negotiate,
) /

to represent ouxr 1nﬁerests with the state and with others

~ )
““in this matter. FL’ that reason, largely, we're hopeful

PETERS SHORTHAND REPORTING CORPORATICN
7700 COLLEGE TOWN DRIVE, SUITE 213
SAURAMENTO. CALIFORNIA 95826
(L TELEPHONE {915) 383«1801
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that the state w111 give us a 60-day ehten51on 50 that we

S

N 52

d

A\ = )
} < ' == f

///

can resolve our 1nternal PIOD(QNS and Lhen conme back.&

1/ .

/ We thlnk that the state won't be prejudlced in

‘aéy way”by a 60—day postponemegt. There is, %?thxnk, no

\ reason to believe that these lands and the geothermal

resources will be worth any less in 69 days than they are.

now, and we may be able to marshall our arguments why in

-

fact we believe that a prdspectlng permit should be issued.
Y
I should p01nt\0ut;\1nc1de1tly, that it's my

understandlng that the staff has been very helpful. They'vs

“ rushed this matter through and worked with some effort on

. our behalf.

N ” i ‘ 24 ‘ N ‘ . . -
- matter for 60 days comes as a sWrprise and a disappointment

Aallow you geothermal exploration.

e /\]

I know this roquest thal we postpone the (

b

. )
to them, but we think it's in the ‘best interests of our

bRy

A

citizens and therefore of the state as a whole.
MR. ACKERMAN: I have a question about the

difference between a prospecting permit and onewthaf would

I'ma llttle confused.

I am, too, because

'MR. NORTHROP:; Mr. Ackerman,

it seems to me that What we are attempting to do here ng

not issue a prospecting permit and not renew a prospecting
permit in llght of the fact that staff feels the area is of

\
We ﬂlscussed at staff this morning what would

more value.
\\
be accompiished by such a delay, and I can‘f see that any-

4
RN
A

thing would be accomplished.

3\

\\
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; } Certainly if these @{ﬁﬁp&&@&nq leases have more
® .. ' b
1 , 2 than face value to RFL, the"fécrtaznly would have tha same
5 31 . value to State Lands. 1 doli 't understand ,
[ A et i
°p 4 ¥ ACTING CHAIRPPibum SELL: By the xay, the map I! md-x; B
;Q R v I |
o 5 looklng at shows. geographlcally wxdely separatnﬁ leases herd.
| , &
j 6 I'm.wondcrlng if the Northern Califcrnla Power Aqency is
| » T speaklng to only one of these. fs
® - .
- 5 8 MR, TUTTELMAN: That' g ccrrLcL ﬁn. Chalrman; we
X 91 are. It's the little rectangularqportmon in the north
\ 10 | there. |
7 o ‘ i
lt;ﬁ' o =z 1 : MR, PVERITTS:\ Ncrthe*n Callfornla is apeaklng !
12 spocifically #o this 120- Lcre parcel here (1nd1catlng) This} /
5o, j//ls is our producing area (1nq1cat1ng) - This is helf’ b
& 7oy ?
’ - 4 margmna’ly productive wcll (indicating). = ~ $
15 ACTING CHAIRPERSON BELL: That's the one that had
‘, .A | |
L 18 the prospecting -- J
@ ‘ s | . ; . ‘ :
- } 7. o MR, EVERITTS; No, This is their application
7 18 ghat was finally completed in June of this year, This one
9 is a prospectlng permit that expirsd in June of thls year.
® §
RO 20 S ACTING CHATRPERSON BELL: ‘l‘hank you. 1 wanted to
Q . ) ‘ ”
g 21 make . sure I got the two of them stralght. ~ 5
: )\\L\ . . i
fﬁf.‘h\ﬁg 22 , Can you try and answer Mr. Ackerman 5 questlon?
a,; "‘a’ : i \z\ o
o % %3 23\p ME, NORTRROPf{ Would you please restate the
[s) | // \\ '
i : %ﬁ %\questlun, Mr, Ackerman?
: he |\ g ;
#B MR. ACKERMAN:; I'm not sure what the question is '
® I
\ | : 1
‘Q::L; ’\( 1
) = T_{\\’\ ‘«{ 1
PETERS SHORTHAND REPOHT!NG CORPORATION | )'> ; B
700 COLLEGE TOWN DAVE, SJ,JI"E 213 t'\\' N 0
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BT oo ’ : : . TELEPHONE (816} 483-3601 )




N

3

10

- 12

13
14

15

16

17

18
19
20

21

22 |

23

. 24

25

. discovery.

~leases not too far off here, in this general area, we've

{y

" - ./7: " ‘ aly 5
4 o cﬂ: ) . {{\r;;'
3 . s Q ;A,.; T 54
N
2 ' ; \»\
before us, -7 ‘ - o )
T
MR. NORTHROP I hhlnk there's a question in my.

‘mind- as to What's hefore gpf Dom, can you help;

_ MR, EVERITTS:. As I understand Mr, Ackgrm n

guestion, the onqpectlngipermlt -~ first of all, un(er npw

Jegislation thé commission. has the optmon~of issuing a lease

or *ssulng a prospectlng permlt RBefore, the law Stated

3N

you had to issue a prospectlng permlt if they' asked for one

W

and lf it was not in a preductive area. . We q\w have the

(H
option of maklng our owptdetermiﬂatlon of whether 1t‘swgood

\§\

or bad. .
The prospectiné pérmiﬁ'now‘givcs you the right

to explore;fdrill ah explorgtory well. Tt does not commit

you to any action other than that well. ;ﬁ‘s not

"

. . B s . L it o ',/‘ .
necessarily a prefermntial right, You may give them a

preferentiaf?right, but you don't have to if they make a

= I
| .. ;
b : 8

A iéase is a fixed agreement tQ gofbut there ‘and

develop. What we're propesing “to do’is put these uﬁ for

bid, probably go percentage .of net profits.  In one of these

got a 47. 77 per cent of. the net profits, plus 10 per cent .

(i

of the .gross bld,‘Wthh ms equlvalent to a pretty geo7\

N

gituation. There are some aiﬁferences in royaltleg Sy

The prospecting pgrmlt is an exploratory permit,

o

T 5
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o ‘ 1 and a lease is a developm@ht pcrmlt,\\ o
. / o '\\ .
Qﬂ 2 - ACTING CHAIRPERS{@N BELL .After w;; grant a .=
i N : (5
» 3 prospecting permlt and somebne comes up an@ ﬁmscovers
" . - 4%  something on it, what then happens?  After you've issued a
6 \ Mﬁ\ EVERITTS: ~- and a discovery is made on the
. o i )
s ! prospectlng pérmlt b Q
s o
o 8 ACTING CHAIRPERSON BELL: -~ then what happens?
5| | MR, EVERITTS: You may issue a prpferential lease |
0 o . . . n N ) [}
o 10 | © te the =~ 1 ' o
ﬂ 7 11 e MR. T*Iit‘/bH'I" No. -Undex the new legislatic¢n,
o / ]
N V2 | oMb Chairman, that went n.nto effect January Ist, the
13 ”?commlns1on 110w has the Oytlo S they!'re not compelled to
& : “ ’/ :
< 14 ‘ J- s S\J@/" bl o N 5 a - P
- | . . | .
> 15 MR. EVERITTS: I said, you may issue a lease
, \ i
16 AC'I‘ING CHAIRPERSON BELL: I've been s:«.tt.l.nguon -
[ ] \\ :
17 ‘this board four or flve years off and on, and I rpmemher the
X ; 3 \
18 | o1d prospecting thing. It used to bug me a lot. I jUbt
ng.«
(‘9 wondered if they got that cleared up. This is somethlng ™
@ . l
B 20‘ that‘s ‘been bothering me for some time,
; 21 ' MR. EVERITTS: This was one Df the old ones,
[ ’ : “ 5 ) i . ()
| 2 except we've got a little bit of a problem: it has expired j
1 0 & . - , i}
- a3 now, and they did not make a discovery on it.
24 ACTING CHAIRPERSON BELL: I'm assuming these
25 gentlemen before us at this time are only cohcerned wikh the
\ili)\ i
ot B " . ; & B
LT PETERS SHORTHAND REPORTING CORPORATION
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4é?“ } . p;%; i vCobb‘Vallay one. | ~
) N N . MR. TUTTELMAN: ,m.ght y
b ) 3 ) MR. PADILLA: Mr, Chalrman, may I make a comment?
4 ; ACTING CHAIRPERSON }3,’(,;LL7 P.Leaso state- yoar name
4:;>f% B fa?#the,;e&ﬁrdg = - | R Hﬁ \;5
) U G o MR. PADILLA: I'm Jqsep$ radilla, and X'm with
B 7V‘aSAI Engiﬁeers, and I've been hand#ing thekexélgkation
? . 8.2\ program for SAT and for our clien {k, NCPA. " o | ‘
y K | In making the appl{;t.catlon w:Lth the DJ‘V’ s:.on-oF |
\ |
’ 1’f: 1o§ 0il and Gas, the area was est bllsﬁed as belng i% excess of %
& . j T 'om wile away from the established teservo;r/,ilmts. So it J
g ; xa in an unpraven goothermal mrﬂn, m other words.
| ¢h¢re is a great degroo of | rlsk There has been 1
dne weil drilled approximately one,mlle from our well, and l
that is called a "new~field well" That was a dry hole.

Our well the NCPA—RFL Cobb Valjey Well Number 1l is an

exploratory well, but the result at total depth, at 9,618

7

wt, is less than commercial quantltles of steam. .
o 0 e

I belleveﬁthat NCPA ~= 0or RFL,: rather «- filed the

o
prbspectlng permit under the ald regulatlons, and NCPA
’ ‘eny$red 1nta an exclu51ve steam purchase agrepment in '76-77;
’?QQ? and they have dlllgentiy followed expl¢rdilon They have
expended considerable amounts of money to survey tﬁe area

and te drill-a wall. The well, iusidently, was flooded

~ June 12, 1979,
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"“into bankLuptcy

NCPA, and they have asqumed the responsibility and are
[

funding the exbloratiaﬂ“program. ' W

48 not in the true tenor of the Taw.

’ llee/outs1de of a proven f£ield,

£l

7 (&

If the ‘pérmit was PllEWbA to explre, it wag not

because of NCPA not foilowlng the appllcatlon, but because
Vi

of Lhe l;ngatmon an& thﬁ problcms that the orlgmnal leasc

ho;der, which is RFL; has had. In. other words, they went

' They“ﬁé not funetioning. Any problem

that happened is prlmarlly a papor problem, but the

exploratlon process and the decermlnlng whethew there is

steam there or not have been pursusd qulte dils éﬁtﬁy'by

4
.

In my opmnlon a denlal of that prOSpeCtan permlt

o

ACTING CHATRPERSON BELL: If I cénwparaphfase what

you're saying, I Lhmnk you're saying to us that since this

7

it is not something that the
bta@e Lands Commission can, find to be within a productive
ares andf}ﬁerefore subject to bid rather tkan a prospecting

permit?

MR, TUTTELMAN: Right.

" ACTING CHAIRPERSON BELL: On the other hand, I

thinkvqne of you gentlemen said that the law has been

5y

changed to allow us to go either way;

MR. HIGHT: xaﬁi Mr. Chairman. This application

became final aftex the new law had gone into effect;

therefore, the new law applies. The area is now, staff

PETERS SHORTHAND REPORTING CORPORATION
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"to a competltlve lease 51tuatlon.

reasonlng for q%klng for denial offlssuance of the permit.

N

. Resources Area" was an area that had a well capable ‘of

feels, not sultable for,a prospectlng permlt in that the
(f

area haé known gecthermal resourcee and WQﬂld be Sultdbl““

That ;s the staff'sg

j‘ b
(: MR. EVERITTS The law he was’ talklnq,to, the

Division of 0il and Gég*law, strictly had to do with state-

%! "
wide drilling regulations. But even under the existing law

it would be very difficult to qualify that as a prospectbn—

under our old law. ’ ‘
i . : ) / s / /
Undexr our Qld law the deé nltlon of a ﬂGeothermal'

v

producing geothermal in paying quantities. Now admittedly,

that's a marginal well, but it is not a nonproductive well.
‘ R “
Chairman, all we're sayind nod

MR. McDONOUGH: Mr.

is that the cities have expended about two million“dollars
_ SV ‘
up there in furtherance of this project. We have no

guestion that the law is the way it ie;now,
R

that if we were given another 60 days, we would be in a position

to come back to this commission and make a conv1n01ng

argument that this area is or is not golng to be geo-

thermally productive. We'll have/ more 1nformatlon, and we

can put forth a better argument. We don‘t thlnﬁ the state

is going to be preJuq;ved in any way by this short delay

Mr. if I may.

MR NORTHROP Chairman,

I was ygoing to
A

ACTING CHAIRPERSON BELL: Yes.

'but we be‘lieve o

PETERS SHORTHAND REPORTING CORPORATION
7700 COLLEWE TOWN DRIVE, SUITE 213
SAGRAMENT®, CALIFORNIA 85820
TELEPHONE (816) 383-3601
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1 call on you, ”

2 ﬁR NORTHRDP» S+aff doesn't understand whegé

’3 money- was expendeé in an area in which thdre wa§ not —--
.4 the commission has given no approval for any opératlon in
51 the parcel 1nd1cated | b

6 I » ACTING CHAIRPERSON BELL: That's what bugged m;
7 Itlﬁas the other parcel ‘that had th@/explred prospectlng

8 permit. The*e'has ngdér been a prospectlng permlt on this
9| outfit.. Lo & ' : “ &\
10 MR. McDONQUGH: That's absolutely true. We're
1| Lnot suggesting that there ever has boen, but only that this
12 is parﬁ of g large peothermal area, 1,425 ac?é?}\gnd that
i3 an area of somc bubatance is needed to produce successful
14 quantities. A large} area 1is needed for exploration.

15 | Although operatlgg without a permit, we had so
16 far envisioned this as 1,425 acres of land that was

17 available to us. |

18 - ACTING CHAIRPERSON BELL: Mr. Ackerman has a

19 . question. u ) ) |
20 MR;{AGKERMAN:QRBOb does # lease have to gg out !
21 to bid, o rxnén a prcspectlng permit be issued to a’
22 particuiar individual without bidding?’ P
23 ’ MR. HIGHT: A progpecting permit éan be issued to
24 anybody who égpiies, You apply for a prospecting permit’
25 and sdtisfy the necessary requiéements, andka prospecting

'ﬁ H} S
//’ PETERS SHORTHAND REPORTING TORPORA' FION
- "°§fé’:k&i&l"‘é’l..?F'Eli,i‘é';i;“

: TEU:PHONE (016) 313 JGD\ @
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requests.

.vproblem.

B0
permit ig issued. There is no bidding procedure at. that
time. /

MR, ACKERMAN. - But 1f a ‘lease were Lo he entered

into for this partlcular parcel, then that has ta be put

out to competltlve bld¢
i MR, HIGHT: Yes. oy

ACRING CHAIRPERSON BELL: In fact, that is what

the staff is suggesting.
MR. HIGHT: Right.
MR. McDONOUGH: Mr. Chairman, we really have two
one is that you give us the pcstponement. If
there is some indication that you are not agreeable to thaﬁ
I‘d Like to put dnto the record a little mare information
about the nmdﬁxng process and why that won't be productlve

fcr the state in this particular area,

ACTING CHAIRPERSON BELL: Would you please

‘ ' o . Rz

addresg{yourself to that part?

\1 MR. MGDOMOULow\Dave, you've given some . S

consideration to. £hat, ﬁ)
. F
MF. TUTTEhMAN. pave Tuttelman, staff counsel with

’ NCPA: (/ . i P J:/‘_»;

I ghess there are two ways to look at the

For one thlng, as Mr. Padilla pointed out, for the

7vparcel in questlmn there's quite a bit of speculation as to

whether or not commercial quaﬂtltles of steam will be

PETERS SHORTHAND REPORTING CORPORATION
7700 GOLLEGE TOWN DRIVE, SUITE 213
SACRAMENTO, CALIFORNIA 85826
TELERMONE (916} 383-3001
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hlooking at to try to determine the value of ste%m frcm themn,

\sfate parcel is in excess of the price we're going to have

are working out right now it seems ‘that the closer you get

n Ny oo ’ ' = b 1_

\\,‘/ ! A <

produced from this parccel., Since that is t/e undcrlying
policy of establishing a prospecting permit proeodure, it
seems that the s tate\may wish to go along that route.
More 1wportbnt is the fact that since we arﬁ rlqht
nowpfhe 6hiy antity up in tpe Geysers, at least up in that
area, who has, shallﬁwe say’ a\feas;plé'production praéram
going, the value of the steam from that parcel to'%he state
will, in essente, be consistent w1th the value of the steam

e

to NCPA. WeIEWE'1nmmmr of other parcels. thggxye re

it

and if, of course, the cost ob producmnqwgteam from the

to pay for steam from other parcels, we will, 6f course,
tend to go to those other parcels. Right now, as I said,
ik 1é)very specula*lvw . _

\i a%so want to po;nt out that the well we drilled
actually goes to the south of the state parcel. I've been
trying to talk to Mr.’Paailla about this, but -- 5

AC@ENG CHAIRPERSON BELL: I agsume that‘;“labeledg
on our map "Cobb Valley Number 1". | :
MR. ’I‘U‘I‘TELMAN' Yes.

394
What I'm trying to say dis th,re s a fault that

goes to the northeast of the state parcel. The‘way thlngs

cow

to the fault the less are the p0551b lities that you will

PETERS SHORTHAND REPORTING CORPORATION
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‘Commission staff contends that this i§ a commercially

62

produce commercial quantities of steam. So from that point
of view it seems that the policy of issuing a prospecting
permit would séem to be fulfilled better if one were issued
to NCPA, seeing we're the only entity up there that has,
shall we say, ﬁhe tangible interest in getting the steam
out. More imporﬁant is the fact that right now it's a very
speculative venture.

ACTING CHAIRPERSOBI BELL: A&Any other comments?

MR. ACKERMAN: -Could you please clarify what the
two positions are?’

AQ?ING CIAIRPERSON BELL: Actually these are the
positions oijust the people concex‘led withiCobb Valley. We
still have to hear from Aminoil.

(Laughter.)

MR, ACKERMAN: Just on Cobb Valley. The Lands

feasibPle area and therefore should bhe put out to
competitive bid for a lease.  Your contention, is that it has
not yet provén to be cbmmercially feasible and therefore
should not be subject to a lease bid, but we should issue a
prospecting permit so you can determine whether br not it is
éommercially fsasible.'

MR, TUTTELMAN: ?hat's correct.

MR. ACKERMAN: Bob, is the nofmal action taken

that if a prospecting permit is issued and it's then

4

PETERS SHORTHAND REPORTING CORFORATION

7700 GOLLEGE TOWN DRIVE, SUITE 213 h)
i § SAGRAMENTO, GALIFDRNIA 98826 © . - {
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1! dete:/:;ained that it is comrii:eurcial%l‘:;,\ feasible, i}fhen that
2 prqs/pe;c-l:ing pexrmit is terminated and a bid ;I.S advertised
3 and a lease situation entered into? -
) al ACTING CHAIRPERSON BELL: Would you like to
® 5 explain the right of the prospect:mg permit holder?/ R
” (JMR. HIGHT: Under the new law the prospec\té; g
| 7 permlt owner -- the cormmission has the option of ea.ti' er
®. { 8| going with him.or nuttJ.ng it out to bid. \?\\ ////
9 ACTING CHAIRPDRSON BELL: And if it'&mﬂ% out to
p 10 b:l.d,' then what right does the prospecting permit holder
o 1| nave?
' 12 o Mﬁ. HIGHT: He can bid. If he 1s the high bidder,
, _ 13 then he wins. If he's the l‘low hidder, a certain amount of
@  |4 his costs in exnloratlon are paid back to him from the hlgh
S 15 | bidder. - !\( 2 ‘
, 16 MR.\' EVERITTS : | He also has more geological
0 e 17 | expertise. . - |
‘ 18 ACTING CHAIRPERSON BELL: I was going to say that
19 |- he's the only guy that's got any expertise in terms of the
s 20 geologicai aspects. |
o 21 MR. UAE:KERMAN: So-he is in an ideal competitive
i ’ ? 22 situagion in the bidding process anyway. P 0
t’ 23 MR. HIGHT: Yes.
24 MR. McDONOUGH: We syggest that that leg up, if
25 there is one -- " o
° ;

PETERS SHORTHAND REPORTING CORPORATION
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ACTING CHALRPERSON BRLL: =- may makel for a more

atbtractive bid,

MR. McDONOUGH: It's certainly more attractive

we've spent so much money to Jate.

- ACTING CHAIRPERSON UBELL: We recognize théilt,. but
it really isn't our fault, since we never gave you a
prospecting permit in the f£irst place,

MR, ACKERMAN: How did_y@u spend money? /7%/

MR. McDONOUGH: We'd like you to beli%géf¢£owever,
that the citiiens of our_citieé are the same coﬁétituents
as thd citizens of the state. J

ACTING CHAIRPERSON BELL: We'rg sure you did it in
good faith. - )

I would suggest that we now hear from the holder
of the -- I'm assuming this is now going to be about the

other half,

N MR, HIGHT: My. Chairman, These should have been

separate items.,

ACTING CHAIRPERSON BELL: All right then, You're
suggesting, really subtlely, that we settle this one bhefore
we hear from the next one?

MR. ACKERMAN: Should this one be settled

independently?
]

MR. HIGHT:; Yes.

7
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1 “ACTING CHAIRPERSON BELL: They are net related, :
7@ 2 réaﬁlly.( |
. 3 uR. HIGHT: Right. ; N
4 ACTING CHAIRPE\%}SON BELL: I guess I/'J,/Zh going to
2. 5| . have to ask a question, then, of Mr. Norj;hrop)i(
" 6 'MR. NORTHROP: Yes, sir. |
1 ACTING CHAIRPERSON BELL: The first request of the
¢ 8 group isn't that we turn off the bid process and'everything.
9 They jus£ want 60 more days to find out whether things are
10 "'goo‘der" or "badder® up. %heqe, and if they're gooder, they'd
® 1 be very happy to come in with a’ good bid. They don't really
U 12 | Wanf_b to tlrn off the process, but merely postéone it for
» 13 two monthsa,
At 14 MR. McDONCUGH: That's true.
e 15 2 MR. ACKERI&\N: Have we ever issued a 60-day
. 16 prospecti‘ng permit?
® . 17 (Lauglﬁter. ) |
: 18 MR. No\‘i‘RTHRQP: That raises a matter of trespass
o 19 N ahd a wholé lot of ot{;‘t}er’tll;ings and the ‘liélbility we have
@ }_‘ f\f\\zo in case they have a problem up there. We don't have any
21 b"‘hold harmless". This should be a lawyer's argument; but as
22 a pracitical matter --— v 5y | ﬁ
® 23 “ ACTING cﬁﬁ%ﬁmsoﬁ BELL: I'dj/;:s'.’?(;atjher keep the
24 trespass charge against them by not glv.ifng them the
,/ 25 prospecting permit, and just put it over for two months.
® ‘ o .
o ¥ v
PETERS SHORTHAND REPORTING CORPORATION
® T NoRAMENTO, GALIFORNIA 83638 .
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s act cn thlS item béfore we .hear about the other one.

' MR.\NORTHROP: That wasg the question on my”faée.
They underétand, I hﬁpe;*that‘the pﬁosPecting permit
entitles them to bid in case they find something. In the
other case, where they already'are there and have much
geology -~ it's a de0151on they hav0 to make, of course,
It might be well to Jjust take yﬁur shot at a net*profzts
bid on that basms, ’

ACTIDIIG‘ CHAIRPERSON BELL: Just out of curiosity,
how long does it take, after we approve putting sqmethlng
out to bid, before the bids are actually closed?\"

MR, EVERITTS: Ntnety days.
MR, NOg@HRQP} I'd saf 30 to 120 days.
MR, McDONQUGH: We understood there was sqre time

we'd like to move this back.

lag: .On the other hand,

ACTING CHAIRPERSON BELL: That would then give you

sxx months 1nstead of four,‘

MR, McDQNOUGH: Well, there s some loglc to that,

y ] S . B . ’ ."f( T

* 'ACTING CHATRPERSON BELL: Mr. Ackerman, do you

ha ve any oplnl@ns on this? Staff :seems to feel we ought to

\
\\

MR. ACKERMAN' In t@rms "‘of liability, ‘then, and

treqpass, the<hest thmng would be to hold off for 50 days;
hat corrnct? “

CACTING CHAIRPERBON @ELL“Q/Let s ask the Attorney

e

PETERS SHORTHAND REPORTING CORPOHAT!ON
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General, who woulad hava tc defepd us,

]ﬂ STEVENS; T¢

'I‘he latter 15 true.

\

MR.. STEVENS‘i"S there is no question éf‘trespass,
“apparen?iLly ' L \t
&: ACTING CHAIRPERSON EEry,: .

)

The whole placp Up” there

A\

. A v
18 not sgiate land, 71'g say then that unless staff tella us
wc\have a real problem, our best solution to thls ig just

7 defer 1t for 60 cays., 'r think that was thelr initial

request, - |

. MR, -ACKERMAN;” Is there any problem with that?
“MR. HIGHT: No. '

«

ACTING CHAIRPER ON BELL: 71f the staff hag no

Problem with that, we' will accept yo

ur first suggéatlon. We
will defer this item for two months., i
- Y

" MR. NORTHROP: We w1ll put 1t on“the November
“1\\ s \ : : % (,{'f
; MR, McDQNOUGH- Pine, Thank you very much, "
“ ACTLNG CHAIRPERSON BPLL~ The second half of thls
agenda 1tem cuncerns an explred pPro

My C H.

o

specti\\Qg perma.t, and’ =
Woods has asked to address us on t\

%S item,
Are yod Mr. c.g, Wood |

S %

i
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Bill Woods.

try to make my comments véf§ brief.

-of this area surroundingwﬁheizoo—acre Squaw Creek parcel in

i

‘MR, WOODS: Better known as

That I am, sir.

<y My name, of‘course,-is Bill Woods, and I repregent

the applicant in this prospectlng permx% 'for extension of
this prospecting permit, Aminoil USA, Inc.

ACTING CHATIRPERSON BELL: They're the ones that

had the permit that expired?

¥

MR. WOCODS: That is correct

ACTING CHAIRPERSQN BELL: As opposed to the last
people, who didn't have oné. : . g
| MR. WOODS:

Aélopposed to the last one. T will

Aminoil commence&éthe geophysical investigation
earlyf1975;'“As a result of that preliminary'ﬁork$ areas of
greatast potential for successful geothermal exploréﬁion,
whach 1ncluded that Squaw Creek parcel, were 1dent1f1ed.

The topography of that partlcular area 1is
extremely difficult and ‘contains many steep canyons and
lan@sllde areas. TLa specific 200~ -acre pax¢e1 which is thek
subjeot of the Squaw Creek proqpectlng permit is located oh
one of thege steep canyons, ‘which drops off into a water

course identified as Hummxngblrd Creek and is extremely

limited in its potential for surface locatlons for wells.

[

Subsequent to the issuance of the prospecting

“1m//
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permit in 1976, Aminoil has dlllgently pursued the
expioratlon efforts in the area, which include @xten51ve
goologlcal and geophysical work and the drllllng of one

well on the prospecting permit parcel and three wells

‘apprOX1mately two miles to the s™nthwest of the parcel.

(e

Only one of these wells hasabeén completed as a poteﬁtial

commercial producer.

The latest geophysical work, a magnetotuleric

survey of the regional area, has, in fact, Jjust beéh;w/”

\
completed and is still under evaluation. The explcfa%idn\

i

costs for the regional area répresent an investment by

“Aminoil of appx9§;mately $6 milliont Approximately $2

million of that investment can~5e related to the

exploration efforts directly-reléted to the Squaw Creek

prospect.
Aminoil firmly beligves that the best interests
of the state could be better served by granting the
extension of the prospecting Darmlt, which could plodec
Amlnoxl with the opnortunlty to perfornm addltlonal
pTOratlaw effarts on the prospectlng permlt parcel based

upon data collected as\recently as early this year.

The 2OG~acre ‘parcel, whlch is not sufficient land

i %

area to becamc a v1able geothermal pIOJECL in itself, could

| L

then become a.viable portion of a geothermal pro;e&n ar=a,

and if it does contain geothermal resource regerves in

PETERS SHOHTHAND REPOHTING COHPORAT!DN
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'relterate 1ts request that the prlmary telm of the
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b i
. ' . S [ |
commercial gquantities, it coj&d be&more expeditiously
developed. ] \\ - S
’ A\ ; &
.~ Por these redsons and the reasons stated in our

ITetier of, June 13, . 19ﬂ9 Am1n01l“wauld respectfu¢ly g
3 / y

T T

N

\»\\

prospecting permlt 1dent1f1ed as PRC 5147.2 be extended for

(
the two~year term as pIOV1ded by the terms of the agreement.

K
I'd be haﬁpy to answer any questlons that you

mlgnt have w:.th regjrd to that permlt. A

|
ACTING CHZ\IRPERSON BLLL' Let's hear frrnm staff

Loz
\ N
{

%x% ' B
Vot .
- MR, NORTHROP: Mr. Chalrmap and members, the staff

<

feels that we coulan t agree more wrth Amineil that this

area probably has some "oqq geothermal potential. Under

Jthe prospectlng agreement the state s revenue is llmlted to

ten per cent. While ve have indeed issuedwleases in the
area -- as a matter of fact, Aminoil itself as I recall,

matched a lease of con51derably hlgher than tén per cent --
staff feels that thns is a)gooﬁ geothermal area and should

be#leased on a pet—prbflts or other lease as the commission
sees fit in future meetings to ditect us to do.

fMR. woops: If I could respond to one portlon of
that, the area of the leasehold that we matched the hlghest

bid on we do not oon51der as related substructurally to the {

area of s&this prosphctingﬂpermlt. L

PETEHS SHORTHAND REPORTINiG CORPORATION
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~than it was before on moving to develop the resource. We

71
MR. NORTHROP: Staff didn't mean to. imply thaf\
there was any communlcatlon betweon mhe two producing areas.
ACTING CHAIRPERSON BELL. Actudlly, the request |,
then ié to extend the/éroépectlng permit for two years. H
That's what I interpreﬁ;your request to be.
" " MR. Wéons: That is, correct.

ACTING CHAIRPERSON BFLL And that is opposed to

the staff position that Lnstead of 501ng that,'we put it

e T

out to bid. You've glvenvus some reasons why you don't

think it‘s‘profitable for“us to put it out to bid, and
Mr. Northrop apparently thinks it is. |

MR, NORTHROP:. ~Skaff feals -that the =cononics
would\probably be better served if we went out to bld

MR. WOODS: From the standpoint of economics,

what we would suggest is that the more expeditious

development of the leasehold could ha@e an impact;on those

economics.

i
i

MR. NORTHROP: Mr, Ch%irman, the commission has
been very direct to staff in seeing that these net-profits

and other type bids are developed as expeditiously as

possible. As a matter of fact, our fuse now is much shortexy]
think the resource should be developed quickly, as

Mr. Woods knows. The two of us on other occasions and in

other areas have cooperated fully in trying to get

Ii.'.'.‘j;TERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN DRIVE, SUITE 218
SAGHAMENTO, CALIFORNIA, 85820
TELEPHONE (p16) 383-36Q1
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A MR, WOODS; 'That 1s&tne name of the game.

- for a corporatlon which has a{ \ existing geothermal )

Jdevelopment operation to come\ln and ask for a prospectlng

feasible? Is that nogmally then put out to lease %id?

72

e

geoLherQPl devcloped axpcdi\ QU E%Y:

\?;

ACTING CHAIRPLRSON‘Q@LL You don't think he's

unreasonable in that respect?

MR, WOODS: No. - i
ACTING CHAIRPERSON BELL: Just on this point.

_MR. WOODS: Just on this point. J £

ﬂ
ACYING CHAIRPERSON BDLL Mx. Ackerman/’

\

MR. ACKERMAN: Is-« there precedpnt sek prev1ously

\\/

‘\ f)

permit. on another picce of land ln order te add-that to

their ongamngxﬂnengtlon to make the thlQchlng commerciallyl

‘MR NORTHROP~ “Othexn, than the new leglslatlon,

we've really-had our hands txed in that araa, Mr. Ackerman.

7

I'm not sure that hlstorlcally it's ever been done.

Don, do you recall that we've ever denied an

extension and put it out to hid? -

\
NS

MR. EVERITTS: No.
MR. NORTHROP: I don't think so, either.

)

ACTING CHAIRDPERSON BELL: This may be a first-time

kind of thing, ‘I will move it.

S
!

MR. ACKERMAN: Second. ’
ACTING CHAIRPERSON BELL: On this particular one

PETERS SHORTHAND REPORTING CORPORATION {
7700 COLLEGE TOWN DRIVE, SUITE 213 ya
“SACRAMENTO, CALIFORNIA 95826 A
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[

wa are goinq“to agree with the*staff that it shéul@ﬁbe put
out to bid. Without objection, that is appraved. im
\1

MR, NORTHROP: : Staff would welcome AmanLE's bid.

MR, WOODS: Thank you very much for the

£

A

ACTINQ\pHAIRPERSON BELL: Thank you, Mr.. Woods.

Ttem 37, authorize award of the Santa Barbara

Lounty beach hazard removal contract --

\\ "
E MR, NORT&ROP: -~ to Robert Haller, who is the

—only bidder on that contract.

ACTING CHAIRPERSON BJLL: Robert Haller is the

sole pidder. ‘

MR. ACKERMAN: No problem with that.

ACTING CﬁAIRPERSON BELL: I have no problem with
that, either, so &tem‘37fwili be approved.

Item 38, requést the Lake County Planning
Caﬁmissinn +0 consider the state~county cooperative and

joint environmental review process for geothermal explora-
. .

tion of a portion of Boggs Mourntain., I believe we alsa. have
an appearance reguestnon item 38. This is the last

appeakahce item of the day, according to the record.
L

77 Mr, John Bannister, v1ce presmdent of Geotbyrmal Klnetmcs,
Inc., had indicated tﬁat he wanted to testify -- if he
isn't worn out yet. N

Hr. Northrdp.

PETERS SHORTHAND REPORTING cnnponmo&\
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‘MR. NORTHROP: Mr. Chairman, this was a first when
it started out: the county and the’sﬁate'getting together
and doing a joint environmental endeavor and review process.
We felt 1t would be the pattern, and in the 1n1t1al Stages
and early on in the EIR Lake County agreed, and the
executive officer and many of the executive staff went to

Lake County and held hearings, and we felt we were doing“

just fine,

1N

Then in recent times the Lake County Planning

Cﬁﬁﬁission, eifher through new staff or ngw policy,

Pl

indicated they had some prcblems with the EIR, and staff

“informs me that biteir objectlons were nQp all that

specific. ¢ o
What we are”asking in this calendar item is we

requgsé the commiséidn to respectfully ask the Lake County

Planning Commission to carefully consider what they have

done in this joint envinronmental process, It directs the

- staff to meet with Lake County officials to discuss

procedures to be followed under CEQA for this project.

Staff feels this is a good project and it's something tkat

should proceed. We feel we have not only complied

with the letter but with the spirit of CEQA, and we feel
this project should go on, s0 we ask that the commission

remind Lake County of what has happenzd in the past.
~#ACTING CHAIRPERSON BELL: Who owns the bed of

PETERS SHORTHAND REPORTING CORPORATION
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"I ?zck a meeting between the two staffs wbul?,be\yery
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Clear Lake? ‘ | 'g
MR, NORTHROP: Tt's grented to the County of Lake

in a blll carried by Senator Collier, as.I recall,
‘ACTING CHAIRPERSON BELL: Is John Bannister here?

MR. BANNISTER: Mr. yhalrman, I don't Particularlyj
desireéto make a statement. I 1 her prlmarlly in case
there are questions.

; ACTING CHATRPERSON BELL: The action before us
is really a relatively mildﬁone of just saying, "Hey, let's
try and ge; together and straighten out our differencesf“

.

a8 I understand it. ' -

MR. BANNISTER: Mr, Chairman, that basically is
true. The sounty, as expressed by thg chalrman of the
planning commission, Mr. Jim Renfro, and another
comnissioner, would like very much to get an attdiney from

the State rands Comm1s31on anc¢ thz county attorney together

\
important to iron it out. A

ACTING CHAIRPFRSON BELL: Mr. Hight?
MR, HIGHT: We'll take care of that,

B

Mf. Chairman. ,
ACTING CHAIRPERSON BELL: Fine. Thank you very

tach. W
MR. ACKERMAN: I will so move. D)

H__
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7

ACTING CHAIRPERSON BEIL: I wm 5 second.

Without objection, then, item 38 will be approvedv

)

4 Item 39 is an 1nfo§maL1ve item on a sa{es price
I /

for geothermal resources, Geysers area. Y. 5

RS R

. MR. NORTHROP: M. Chairman, Mr, Lverlttsg chlet

of that SECLlon, will give you an estimate on the reserves.

MR. EVEKI@E We try on an annual basis to report

the ravenue on our éeothermal operations, and also to
lndlcate to the commission just ‘how prices are 901ng 2up on
samethlng bes1des crude oil. Back in 1972 we were getting

2.40 mlllg for our gcothermal per KWH, and we're now up to

/ /

[

16.58, so Te‘ve had rouchlv a seven—fold increase ln
révépge, aE ;iaét on a unlt basis,

We're up to an estimated four millicn dollars .
nexﬁ;year in royalties. That's for i97§. It's of interest
that last year the royalties reversed a normally upward
trend, The ﬁeaéoﬁ for the drop is that the dompanies
substituted some hydro power. LThey also, rather than using
geothermal as a base load, they were using some take—or;pay
gas. In the meantime this is collectingjin a trust account
waiting for a settlement of who really owns the geothermal,
and we now have on depgsit roughl{}$14 million. - :

| ACTING CHAIRPERSON BELL: Have they solved the
technical problems of how to Qet rid of that stuff in the

Imperial Valley that eats everythiﬁg alive? I don't know

e
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v if I'm ;expr.essing :itwright. | T ]
v 2 : MR, EVERI.TTS: There are two or tlﬁree ,plan'l:e
o S s u,nde:f construction, which will still be preﬁtﬁr‘ much
J 4 experimental. They're talking about cJ(osed systems that J,
( o 5 are never open to the atmosphere. // That “may be part of the
_ . 5 . problem. They're talking abouL heat~excl§.\‘angur smtuatlons.
;k “ . - 7 o Basically, I don' t think ?hey ve sol\\){e\d tthe
:??O ;‘ .. ’ \ BU, p“roblem. ‘ & B .
? Sy : . 9:’;' ) ACTING CHAIRPFRSON BELL: \’I‘hat was an infoxmative
.‘ m Citem onl,z I th:.mt it's rather :.mprec;swe that these
@ 7! ’:-‘,.bxc:yalt;ms or whatever you want to call it are remly ”
. g =f ’(‘7‘* | i2 | “nanmmmg rc;latr* ly smm.flcant in thls area. It wasn"t-r £o9
13 many y@ars ago when it was just a drop in the budket
? - 14 ' MR. BVERITTS: Absolutely right. |
| 4o oas | t '» ACTING CHAIRPERSON BELL: Item 40, authorize the
o 16 executive officer to execute a memorandum of gnderstandir:ig
Q T, R bétween the commission and the Department of Water
) . S 8 Resour‘ces concerning} the utilizhtion of state lancls for the
e . 19 ccntral Vallej Project and the state water system. '
®- . /)f 20 ’ Mr, ’\]orthrop. '
oy n | /MR. NORTHROP: ljr . Chairman, this is some
’ Gfﬁ"‘m . ,;22 pvopen_y that is needed by the C‘entral Valley Project, and
5'” 23 |  we'ze asking that the executive offu.ce:.. be allowed to
- 24 | execute a memorandum of understanding.
25| ) MR. ACKERMAN: No problem.
ﬁ | )
s N PETERS SHORTHAND REPORTING CORPORATION
® o T AGAAVENTO. CALIPORNIA 93020
L o - .+ TELEPHONE (918) ﬁf;!&-aem,
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‘item 40 ié approved.

;sort of more formal group. They are COntemplating a

78

.

o

ACTING CHAIRPERSON ERLL: Without objection, then,

Item 41.

MR. NORTHROP ‘Mr Chairman, we now have a

‘/‘/)

geothermal task force, and there 1s,an attempt in the

Resources Agencykand in othex places to put this into some

Geothermal Coordinating Council. .We are asking for

pcrm:ﬁ51on to execute a memorandum of understandlng SO
{7

Sfate Lands productlon wali he repreqented on that council.
ACTING CHALRPERSON BELL: * Is thls, as you under-

gtﬁnd it, prlmarlly state people°

=

" . MR. NORTI;RQF~ Yes, sir, exclusﬁlyely state

people.
v N
ACTING CHAIRPERSON BELL: Probably under the '~

Resources Agency??f
MR. NORTHROP: Yes, probably under Conservation.

P

Wait. It has three public members..
N ACTING CHAIRPERSON BELL: Well, I see nc ohjection

= . g , . ‘

to protecting our interests.
| MR. ACKERMAN: No. '
ACPING CHATRPERSON BELL: ‘All right. “t¥ithout

\,—zi

objeqtlon, then, item 41 will bhe approved

It;em 42 “ v
5 MR. NORTHROP: Mr. Chairman, item 42 autherizes a
Y | @
\
A\ o .
"
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I report on the progress of one lawsult Wthh the commlsplon

authorization to collect some back rent for occupation of a

~anthorlaed and that was to assert the rlghts of the gubllc

- broadly prohibited or bloéked by a county qrdinance.
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suit. I think staff coussel would like to address himself

to it,
MR. HIGHT: Yes, Mr. Chairman., This is an

marina in Sﬁrisun;{ City.

ACTING CHAIRPERSON BELL: This is litigation
because he doesn't Wunt to pay up? .

© MR, HIGHT: Correc;; Nr, Chairman:

MR. ACKERMAN: No problem. .

ACTING CHATRPERSON BELL: I have no problem,
aithgr, Withount objeétidn,.item 42 1s approved. |

Ttems 43 and 44 have been dropped. éﬁose are the
last items I havé on myqagenaa, Mr., Norﬁhrapﬂ except for

the comment in the executmve officer's report that at the

end of the meeting there will be an executive session.

MR. NORTHROP: That's right, sir,
MR. STEVENS: M Chalrman, T mlg? make“a brief

/ /

\

to nav1caFc rivers of Callfornla which are navxqable agalnstf

the contentlans of LOfal couhties that they had the right to
close these rivers to publlc use. The Court cf Appeals
sustained thescommlsalon s position and held that there is

a state constitutional xight to nmavigate whlch gannot be
) §
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Therefore, the south fork of the Amerlvan Rlver will remain
open, and the El Dorado County ordinance was detlared
1nvr\§lld.

ACTING CHAIRPERSON BELL:, You can't put a chain
across the river, but cén{you prevent somebody from
something>which may be life-harmi ng or somebhlng?

MR. STEVENS : You can pa_event 11tte1’1ng, dangerous
activities, things of'Lhat sort.

ACTING CHAIRPERSON BELL: Public-safety~type
acﬁivities, but you cannot prevent a guy from Just rowing a

o~
L)

boat up the river? ,
| MR, &TEVENS: The court held it was simply too
broad, in the guise of preventing these activities, to

say'tngwrmver ig closed, period, to nonresidents,
==

; é?IN& CHATRPERSON BELL: I hadn't realized they
5%16 closed to yonre51dents completely. That‘s a very
effectlve aée, because it seems to more or less justify all

/M

the clalms we ‘ve been making ﬁ$ our rights& on navigable
rivers, doesn't §t? :
| ‘MR. STHVENS: It helps considerabily.

ACTING%} CHAIiiP}:":RSON BELL: Thank you.

Now if there is no other business, do I declare
the meetlng adjourned? -

&f MR. NORTHROP‘ Yes, sir, if you would, please,

Mr, Ch roan.

PETERS SHORTHAND REPORTING CORPOHATIDN
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, 1 ACTING CHAIRPERSON BELL: All right, The meeting
® 2 is adjourned, and we will now clear the room and have an
3 executive session.
4 {Thereupon this public meeting of
R 5 the State Lands Commission was
& adjoﬁrned at 11:59 a.m.) .
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CERTIFICATE OF SHORTHAND REPOR‘K‘ER

I, PAUL D. RAMS‘HAW;, a Certified Shor’thand

Reportexr of the State of Callfornla, asd' herﬂby cartlfy‘
/r

\That I am a disinterested person herein; that the

foregoing~publié meeting of the State Lah@s Commission was
reported in sho:phand by me, Paul D, Ramshawi;andﬁu
T

thereafter transcrlhed into tyﬂewrltlng.

[

I furthey certify that I am not of counsel or

f

-attorney for any dm‘cna parties to Sald meeting nor in

. i
any way interested in the outcome ?f sald meeting.
o \

IN WITNESS WHERE&F, I hatre_hereunto set my hand

v
this 23 aay of October, 1979.
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. PAUL D. RAMSHAW
Certified Shorthand Reporter
C.8.R., License No. 3434
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