o I,
®
o
a R
®
3 [
Ad
!
|
-y
|
:
\
|
@
alk
|
N
oD
B
)
L
J
At

¢l

/

22
23
24

25

17
! VAl = ==
1 -
& = S
~ \\\‘;ﬁ; /J/

MEETING

s

et STATE LANDS COMMISSION

\\
[

il

RN

A
((\" =
ARETT,
&) R
o
N
= K
N
N N
RN
S
"
0
i

. f
2 \(
\

" STATE CAPITOL

ROOM 6031
SACRAMENTO, CALIFORNIA

r'gi‘::&uxf‘t

Loy Dyt B
iy .
THURSDAY, APRIL 24, 1980
e N

10:00 A.M.

Diane Lynn Walton o
C.8.R. License No. 3067 T

O

%\\

i\

H

T 8UATHE O CALIFORNIA (Kv

R

PETERS SHORTHAND REPORTING CORPORAT

e 7700 COLLEGE TOWN DRIVE, S\ITE 209
SAGRAMENTO, CALIFORNIA 83826
TELEPHONE (816) 183-36011,

S

ION

2




@
@ s
oo
F
0
\
"\

0
R
® -
&

#

A Y, e ‘ . PO (V\\/ g .
Aabh TR s
° e a “ N 7 ‘
. - N <
Zary ; ,, i 3 ) - .
‘ o N . =
Q o \'«\\? ¢
1 ' e IvmmspRs PRESENT o
\ // \ \\)5 : . N i @
2 Kennqth Cory, Chamrﬁerzo; RS
A)
"3 | Roy M> Bell, Represwntlng Mary Ann Graves,
D:‘_rer,:tcr of Firance , w0 &
4 4 \\ Yo : E
pavid Ackerman,’ RLpreaentlng Mlke Curb, o =
5 | Lieutenant Govcr;or - ' § T
6| |
7 STAFF ‘ o
o o
8§ | William F. Northrop, Executive Officex c
9 | James Trout |
10 | Donald Everitts
11 | Boh Golden
N i N
12 | Dennis Eagan, Do ty Attorney General
T
13 | Wilbur M. Thompsam
14 | John Lamont
15 | Kazumi Yoneyaman g
16 | Robert Hight h o
17 | biane Jones ‘ ‘
é
18 ’
19 ‘.
Zd\‘\ » \.5:)
//} }\ “g
21 \\ >
22 N
. ., ‘ )
23 & ‘ 2
i
4
o5
’ ,(/‘A) W
1 A }VY N N
. PETERS SHORTHAND REPORTING CORFQ 9
T 7700 COLLEGE TOWN DRIVE, SULTE 209 {R : \
/] :  sacRAMENTO CALIFORNIA osea8 (1) 1L
e I reueHone e se3aor . ©

PR R _ 7




. : ( : d ¢\ L\f/ ; = |
° i ‘ & ) , P 5t . " (1\? @ et .
Y it ' ‘R W ;:\ ( ‘
u INDEX
) o (i Ry
~ fﬁ:\ C h -
.. ,,_3 2 ; (('} . Page
"o ‘3| Call to Order by (’flalrperson Cmy 2 A |
O “ ﬂ V\‘ N v
4 Confirmation OFf Mlnutes of March 19 meetlnh JQ ' 1
5 Execu"tivé Officer's Report
6 Dennis Eagan
o . 2
s n 7 Volumetric Rental ecase 1
8 Pariani case T V L 2
2 ES . N . e S o
9| Gﬂothermal lenet;.cs casc K k 3
10| John LamonL 4 : | \
S 4 , S A
1" 01l Legislaticn in Washington ‘ ’ 4
12| = BOO. Noxthfop . s H
® oo oo 13|  Long Beach Coa's"t:a_l Program - \ 13
@ 14 Wilbux" Thempson ) ' o i
' 15 '\i Westside Industrial Park storm drains_ 1le
o \ . i
16 BOB Golden
Q ‘ s W - =
~ 7 SB 664 (Nielsen) N 20
I 18 | Consent Calendar CL i ' = 21
19 | Agenda Item 23 ~ ‘1echnology Inte::n;xtn.onal- Agenda " .23
® ‘ Item 24 - Geothermal Power Corporat:.en, Agenda
: ; 20 | I'tem 28 - Geothermal Pc»Wer Corporatlrm o (T,
@ o «\ g
21 Donald Everitts Ces
22 I\azuma. Yoncyama \ ; L 24 !
— iy 23 , Aqenda Item 26 - Un:LL\tzd States Department of \\\\\ l 28
) ‘ Agriculture L §
24 ,, |
2s Agenda Item 27 ~ The Huntington Partnership - 28
: 5 h i
@ . N Agenda Item 28 - Albert D. Giovannoni 28
§ 3 “._\/‘
K . ) \/tﬂ/ "v‘é:;'—'
_ , - PETERS SHORTHAND REPORTING CORPORATION o s ‘f“\
® , 7760 SOLLEGE TOW:Y DRIVE. SUITE 203 Fo TR A
’ ‘ : SACRAMENTO. CALIFORNIA 82528 CL Ry T

TELEPHONE (810} 3833608 e’




.C # . o P (‘\' ;, o 8 ‘(“" \' ey i .‘1
o K i /} < j: ’ ,S‘; \ " - : |
/’5 £ 4 Civ ﬂ
/o ’ Q " ‘ 1
n% \ . (f\ |
. o ) . |
0 < 1 | Agenda Item 29 - Sozathern Pac:.f:.c- Pipe fines 28 < |
< Hia p= } v B N \“ﬁ\ ,"
@ P 2 | Agenda Item 30 - 8 /tall 0il Company . _‘ Wy 29 ) f
& 3 | Agenda Item 31 - Cltv of Coronada \(\ v 3 29 ]
" 4 Ageﬁda Item 32 - Knights Landing o , 30~ 5
L 5 Aqend“a Item 34 - Reject@gﬁ%&f Bids, Royalty 0il 30 ‘
Sales Contract ) o . l
£ Agené& Item 35 - Rejection of Bids Royalty 0il 30
-, 7 | Sales yontract f , .
‘ﬁ ¢ g ! WJ.lbur Thompson \ 31,
o | Agenda Iteta 39 = United Staties of America vs. v 56
: 4, 32 Acres of Land, More or LGSS, Bt Al 7 -
3 e i'," 10 - -
@ . Agenda 1\tem 40 - (guothm_mal Coord:.na'tmnq Councll 56
o _— Agenda Iw»em 41 - City of Redding, Shasha County 57 .. '
& 12} )
Agenda Item 42 - q\m I*rancxsco Bay EIR 5%
13y : ol
;a W AdjOurnmenL 58 '
R 14 4
B Cextificate of Reporter - - 59
\" &\ e 5 : 4 N 4 D 3
[ N Ry
- 16
Q\# 4 ‘? // " s
" 18 ’
(
1 ‘.
e B - ' ('\,/‘ .
@f/ ((c 20 N S
™
T K
" 22 ; )
® \ = 23
s 24
a5 m =
@
ol i 4
PETERS SHORTHAND REPORTING CORPORATmN
“ 7700 COLLEGE TOWN DRIVE, BUITE )209 =
: . SAGRAMENTO, CALIFORNIA 95028
Y] . TELEPHONE (816) 383-30801




0 . “~Qlo~~ | | ! ‘
3 CHATRPERgOY CORY: Call ipe MeeLing to ordey. )
J} Confirmaticﬁ?éf thé minutaé é%'the Meeting of March
oy B thﬁ. Any]éorré;tions or additions, Commiséioners?
6| Withoﬁt objebtions,«minutes yii@
y T bresenteq.

be confirmeqg as
3| ¢ -

We haye the Repert q
EXECUTIVE {gy
c. Cbairman ande

£ the'Executi
ICERGNGRTHROP: ™

V4 Officay,
.

ank yoy very kindiy,
membors ; )

Directly Aerosy ¢
are fortunate in that we have Savers)
DenniS~Ea§anffr

om the Attorney Genergy:
N San Frﬁncisco is here, and he jg Qur counsg

15 | the Pariani Case as we1j as the Volumet

i6 |1 thlnk;i‘

| 0 MR.EﬁAGAN:
['in the Court of Appe

L Eor the mhirg g

Distriat of Sacramerto
20 [ in miq—February. We don'¢ Yet have 5 degision; and it wés
, » " L
Bﬁl far fiom Clear based op
f %//

from Varions Nemberg

MR. EAGAN:

25 Justice Parag,

[
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1| put J‘u_g?&ice Blees ancé\."f'sParlas did. |
i ’ACI'*VJAJ.N}"ERSUN CORY~ What ‘;\lere ﬁaria's‘ ﬁueét*tqn,ﬂ-v ‘
73 QMR T:IA)GAN Good“ qaestion. I w:..,h 'f-had rm‘ nates )
4 in front,,\gf me. ‘I remember Bleesg' a 1;1. tle bettc,?: \bewause
" 5 | they were tougher., | o
L ’ | 6 Justice.- Blees wanted to know what our reaction would-,
E* . ; 7 |b2 to a dei{eermlnatlon by therf‘oun"t Lhat(glj} fact the parh,cular
® ) . & |rentals that the Comm;x.ss;oh ﬁéa nogotiated-in ce;talm cases
R © "¢ |were in fact reasonable, ~and wo lmd Sald to the Lcurt or
. 16 | argued that 'mu don't really havu x\p reach that and you shoulc’ln't
8.7 . 11 |reach that bac ause they were negotinced, a'ld they were aareed
|ﬂz to, and ‘they hould e deemed reat ;emable because they were
7 ;{ 13 negotn.ated. -y . o o
‘»[ 14 ‘ And our response was we re)ally had no ‘objectlon
\ v o ,{5“5, to” t}' at, I.guess, although we p;.efer that if the Cour t were
) /fﬁy, lé . dlsposed to dec:.de in our favor, to do so for the reasons
e l‘} *_.;we\argued in our br:n.e\f. And I don't know how that sat with
18; Juetlce Paras. “ 4 -
o 19 ' CHATRPERSCA CORY: That's the only wa‘y"we can
ﬁ C 20 |justify our salaries. | t
, 21§ MR. EAGAN: Yeah. Right. And what Justice Paras
a 22 |asked -w-‘at this poant his questions escape me. ‘/
g‘ : 23 "’J) The other case is the Pariani case which involves
‘ “24 |a substantial amount of rcvetnues from steam generation at
S . 285 |The Geysers. That was argued just last week 1n San FIanClSCO
®

i , PETERS SHORTHAND REPORTING CORPURATION
~ : o ) 7700 COLLEGE TOWN DRIVE, SUITE 200
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'g}f/! justvlaét week before the First District Courll of Appeal.
¢ v 2 | We should be in good shape on that case.
3 <,\ " CHAIRPERSON CORY: Whe did you have?
S b 4 MR. EAGAN: That was DILVJ.‘/‘FILOH Two COnSlStlhg of
qﬁ 5 | Justice Smith, former Senator smith - I can't recall PJ
6 | was the 0;1e asking questions; ‘I should recall that. His name
7 | escapes me, E;
10 8 Anywag;, the tough questions were directed to the °
9 other s1de and cons:Lsted prlmarlly o;/‘, \paraphrases of the
Lo 10 | State's arguments and asking the oﬁrmr side what the response
® 11 | was to var:n.ous of thoso arguments.
< 12 We do have & case that is very ~Closély in point
N ' 13; of Pariani, whiich is’the Geothermal ‘Kinetics&case“, wﬂ‘ich
@ s 14 iﬁvolved two private parties, Union Oil.on one side and
15 | Geothermal Kinetics’ on the othﬂr“si‘de. Geéthermal Kinetics
16 argued Quxr p051t10n, in effect. We appeared as arm.cu@ 1
tD» ! 7 cmrlae in that case on behal‘f of the Comm1ss3.on, wh:ch was - 3{
" P quls now decided about two and a half years ago, and that d/ame |
1% | out our way in terms of our arguments, and we. argued {:hat
/fP 20 vefy:neaylly,: of course, in terms of the Court. , o
’7 21 " And T would hope ~=- I expec\., that we will have
22 | a favor’tble decision in that case probably fairly shortly. B
® 23 CHAIRPEKSON CORY: Questions from Commissioners?
| 24 EXECUTIVE OFFICER NORTHROP; Mr. Chairman, members,
| 25 ) also Mr. John Lamont, OurSWashington wk\counsel, is here, and
@ :
PETERS SHORTHAND REPORTING CORPORATICN:
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"I have askcd him to comment Lo the Commlssmoners on the
Washington scene as Eax as problems W1th the oil 1s concerned

MR. LAMONT: With the heavy oil decontrol in August

o

and December of last year and the windfall profits tax

exemption, the Chairman!s charted course “4n trylng to get

a little bettex’prlce for the State's 0il has come a little

closer to fruition. P

S
TR

There is qultL a bit of debris to be cleaned up
Véfﬂgr. We are embarked in this natlgn on’ ﬁ prcgram of)gettln
rid of energy controls becausc theyﬂaxe too complicated,
but iﬁ‘sga little bit ironie that in Order'to get rid of
complex requlatlons we havg\ta have¥roqulatlons ihat are
sllgh¥ly nore complex, a l;bLle bit harder to comply with,
and a lot harder to enforce.

They are supposedly time llmltEd but the way
they are mov1ng it will be quite some time. In the meantimey
the crude oil has been piling uwp in District 5, the West
Coast area here, with the Alaskan crude znd the fsxelgn
crude baV1ng Slgnllednt advanLages under the regulatorv

7 o~y

pattern. N | S o

T CHATRPERSON CORY: Is there any possibility of
; ) S

the Alaskan favorable treatment‘being'altered?
MR. LANONT- There is a very great 1ikelihood.

Last week there was a hearlng on behalf of some ~- Ohio

gasollne marketers before a Mr. Goldstein, head of the Officel "

s
7
e

-
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' of Hearings and Appeals.

never there. Having it on his desk'won't do a great“degl

o

5 He ;@jected the complaint); the
reqﬁest as filed on the grounds that he did not have the
authority -- even he did not have that authority.
. CHATRPERSON CORY: That's precedent setting. =
HMR.KLAMbﬁT: That is.‘ But,yhg aid instrﬁcththem
on how to file it so he could grant it.w‘That is being heard
later —- that will be heard next week.

In the meantime he also sent a formal memorandum
to thefhead-of the Economic Regulatory Administration saying
that the special treatment fof)the Alaskan crude should
be withdrawn as a matter of protocting the innocént. It

isilikely that the ERA will do that since they have had..
it sitting on Mr: Hilkon's desk for about a montpfggg a
“half, a formal rulemaking proggeding for that purpose.

Now that Mr. Goldstéin has asked him to do it

they may do it more rapidly. , | )

CHAIRPERSCON CORY: My understanding is that

d
{

Mr. Duncan has not been there for a month and a half. T
"'-:i\:\d‘ i p 7 : .
have been trying to see him for several months and he's

[

8
of good.. "

i

i

4

) MR. LAMONT: Wellﬂ’thére has beegggirect mail betweg
Wa;hington on the Real Bill forx qui@e some time. He's been
on mission to Mecca for some one purpose or another.

At anycrate,\in the midst ¢f all of this the import

s
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proclamation was issued and has causod a ccnsxderable amount

of legal stiﬁ. A number of pdople are trying to mount a

\

lawsuit w1th cspect to i1t. The Congress of ths United State

1s currently conslderlng a joint resolutlon to declare it
,/

null and v01d. They had a hearing this mornlng before

Congressmgn ‘Vanik; gubcomniittee Ways and Means, at which
Mr. Duncan appeared, and é&cording to myrﬁartners:set séveral
standihg records for not quite,answéring questions. |

On the other hand, he's right to fr2l defensive
because this afternoon he goes bafore a Subcommittee on
Government Operatlons C;mmlttee, which 1ssued a Subpoena,
requesting an 18-inch stack of dccuments prepared in the b

Departmont of Energy as background for the import proclamatlo

most of which was -~ you'd have to call it negatlve backgroun

I

aggordlng to the storles.

w That 18-inch stack, has, however, been bundied ;
up and sent aver to the White House with the view that it
B B

might ke claimed execucive privilege, rather interesting
;
situation. §

3

The House Committee has formally issued a Subpoena

returnable thls afternooil. Mr “Duncan w;11 go on the stana

at 2:00 o'clock Washlngton tlme to explaln - I "think to
explain why h¢ isn't going to comply with that, and we ought
to’ have some fun with that. /)

Finally, one of the things that we are watching

U
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Companies are no longer quite as anxious for the deal as

‘problem without triggering the agreement. In other words,

a little bit warily is the International Energy Agency with
the impoéition of sanctions vf Iran andﬂthe request of our
allies to do likewise.

There is a likelihood that some or all of the
Iranian supplies will be withdrawn. If so, several of the
countries who are fellow members of the International Energy
Agency will have more than the 7<percent shortfall that
triggers the operation of the agreement. Than, they are
going to have to‘make”a”decision wﬂether or not they will
decide that thé trigger doesn't work. The more probable
sdﬁnario, I think, is ﬁhat they will not impcse the oil-

sharlng~mochanlsm undor IEA, but rather the United States
k) S

w1ll Unllaterally devlide to da something about it in connection

w1th Alaskan oil.
The Alaskan exchange will suddenly come to life
. i
again, althbugh it will have some obstacles. It is no longer

quite the attractive deal it was for the companﬂ@sﬁinvolved

since the Congress 1n51sted that the first -- thdt an exchange

of the Alaskan oil would have to be returnable with at least
the equivalent amount of crude oil feed stock in other parts
of the United States, that it would not only come back

i

similar in quantity butxgimilar in price. So that the

they were before. However, that would seem to answer the

&

A
-
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e&erythingJis normal ~~ g11 fouled up.
COMMISSIONER BELT: What about equalization Programg
CHAIRPERSON CORY: The entitlements?
COMMISSIONER BELL: Yeah.
CHAIRPEﬁSON CORY: When does the enﬁitlements

Y RS -

- ; d s

Program end?

. h
MR. LAMONT: It's Supposed to eng whék the E?AA
. %

AN

it

a

runs out in 19g7, )\ \x /

' CHAIRPERSOY CORY: What date, Octobegss
COMMISSIONER BELL: Octobey,

MR. LAMONT:U I can't give\ﬁgu that. I don't

remember.

/
iy

v EXECUTIVE OFI"‘I’EER NORTHROP : October the lst -

AN

September. ‘ [ _
R '
MR. LAMONT: \Whe odds are, however, that some

variation of the entitlements program may well continue if

certain elements of”the industry H%ve their way, The'

independent refiners pParticularly believe that they cannot

fairly SUrvive jn a world in which there is g wide disparity

in foreign oj1 Prices -~ ipcidentally, not just the

independents, but some of the Smaller majors.

~y

MR. THOMPSON : They set up a Second entitlemégt

33
i

!
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program, you know, on the import tax and the gasoline pass |

through. Johr can cover that. That's another entitlements
program in addition to the crude oil.

CHAIRPERSON CORY: (l thlnk we probably ought to
take the time, John, for yom to explain the 460 -~ you pay
460 and get 460 back and ybu charge somebody else 10 cents.
| . MR. LAMONT: %ouldn't I just do penance some other
way? o

{Laughter.)

MR. LAMONT:
every barrel of crude oil that is imported after the date —-
I think it is March 15th -- May 15th -- no -- March 15th --
$4.62 will Be paid. Now, that initial fee is a tentative
5ﬁe, anﬁ‘the import fee will be adjustable. The ;eaSQn’it‘s
tentative 1s because they don't quite know how the
arithmetic comes out with respect to the 10 cents a gallon

charge.

/
' The money goes into the Treasury

It there resides.
wThereafter, anyone who makes gasoline in éie United States
out of any feed seock, whether it is foreign or domestic

origin, is required to have a gasoline entitlement. A
gasollne entltlement is worth $4 20 a barrel; 10 cents a

gallon, and is supposed to be dlmectly passed through as

a charge on the motorist.
= .

The proelamation provides that for -

The 1mporter pays four sixty-two into the Treasury.

PETERS SHORTHAND REPORTING CORPORATION
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’the barrel of crude oil. As I say, that will be adjusted.

FIn other words, a company who imports will pay to the

“same amount, and he in turn will pass it along. It is one

In turn, the gasoline manufacturer acquires his
entitlements at $4.20 a barrel of gasoline from the importer
‘ . = {} ’ o
who paid four sixty-two to the Treasury. The diffexkence

/
between the two is the amount of gasclina that's maﬁe from
- i

Treasury $4.62 and get back from the gasoline refiner the

of the neatest mostabrilliantly packaged five-shell and pea
games I have ever seen in my life. Each part of it is
slightly deceptive. The whole is ehormouSIy"deceptive.

The all;gation is made that this will discourage
the use of imports by discouraging the use of gasoline. Of
course, the basic problem is Ehatkit doesn't discourage the
use of imports anymore than it does the use of domestic oil,
and if in fact you have gp import - if you have an import
subsidy as you do, it Wlllgl. probably diminish the use of
domestic oil more than it does ithe use of imports.

Now, I'm sorr§. As‘i say Iwould rather do penance
in almost any other way. But, the net result of it is a
10;cent~awgallon tax will be put on for theimotorist. This
Treasury will receive about 10 and a half billion;@bllars.
The importer will continue to impoxrt, and if he déeédhe will
get his entitlment subsidy which is now running somewhere

between $5.28 and $5.50 a barrel. That is not entitlsments.

PETERS SHORTHAND REPORTING CORPORATION

P 7700 GOLLEGE TOWN DAIVE. SUITE 208 -
L HACHAMENTO, GALIFORNIA 95020
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)two back.

} foxr it.

f May 15th.

Lays after the 1mp041tlon*

But, they ¢an start pas51ng at through 1mmedlately, I belleVQ«

through » ‘

. i} J 0; ) ' . 1L

5, N
: Y

CHATRPERSON CORY: Okay. You get the old

entitlements of five somethlng o
Five twenty*elght.

3 .
~~ plus you get your four sixty-

MR. LA%ONT‘

CHATRPERSON CORY:

LAMONT :

MR. You get your Four ‘sixty-two back.

COMMISSIONER BELL: That's a big incentive.

MR. THOMPSON: And the consumex ends, up paying

Sy

LAMONT'

LY 4

MR, And mcro than that, I think more: traglz

than that is that the country does not get an, 1mport control

which it baaly needs. .

COMMISSTONER ACKERMAN: Now, when do we see that

10 cents at the gas pumps?

MR.. tAMQNT: I think it begins passinq t1'13:01.19;151"?f

There are seVeral dates in there, and as I say,

gt

it's very compllcated and you can't qulte tell all of the

players WILhOHt tha program ﬂlrectly Ain front of you. But,

I think it goes:through on Maynlsth.

EXECUTIVE OFFICER NORTHROP: No longer than 90

We goty 60 to 90 days.

MR. LAMONT: . Well, that's when thuy get it back,.

f “The'questlon is how much will thﬁy be able to pass

fYéu sce'a great many of the qasolmne markaters
|
)

< PETERS SHORTHAND REPORTING CﬁRF—‘OHA’ﬂOM

7700 COLLEGE TOWN DRIVE, SUITE 208
BACHAMENTO, CALIFORNIA pEaRd o -
e , TELEPHONE (910) 263,3001

7 N oo




10
I
12
13
14
i5
I6

18
19
20
21
22
23
24

5

~1f you are runnlug a roLLnery +You have x variatibn on how

CQMMIsSIONER ACKERMAN So, 4f they re really noL

uable‘to pass through the entlre 10 rcents who eats it 1h effoct?

MR. LAMONT: Probably ali things belng equdl
probably‘the fuel oil pPurchaser., In other words, ji'g
supposed to be llmltsd to gasoline, but the other’ products

are not undel control, and therefore the Companies wi1l}] have

uHAIRPERSON CORY: Another thlng you* got to reaiize

much gqsollne you‘ 1 produce, and the tax islpnly on the

gasoline you produce So; tf*you,prqduse somethingﬁoth@r‘
1) . !

B

than gasolwne‘~—¢ﬁ

[T
|

COMMISSIONER BELL: Like heating oi1,
CHATRPERSON CORY:  -- or like casing head, or’ on

W

1ntermed1ate produht -

]

MR, LAMONT:f Or like aviation gasollng%“?~

/
-

i
v

CHAIRPERSON CORY: -~ 0+ if ycu go upwards on the

other eridy to av-gas{\§ou avoid it.

“comMisstomr ACKERMAN:  Um~hun.

]

MR. LAMONT: - There is also the Provision that any

gasoline that 1s imported made in a forelgn refrhary w1ll

pay 10 cents g gallon import duty i :i\@a tely.

B

2 PETERS SHOHTHAND REPORTING CORPORATION
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entltlement payments, the entitlement system, if you import

L-2 (-3

13

COMMISSIONER BELL: Directly.
S MR. LAMONT: ©Now, this won't go through the
{"‘ i o B S
entitlement system and consequently will not be subject to

the problem of time-fldat that you}will have with the -

crude 011. 8o, it would look like there will be a rather

con51derable incentive to make all of your ‘fuel oi; and lower} -

A\
I\

grade products in your US refineries to import your gasoline !}

to the‘extent that you can, and simply pay the 10 cehts and
pass it &iéect?y through.

In tho meantime, you will be able to pocket the
untltlements ‘which Other neople have ba buy E£rom you without
havlng to pay for the gascllne that you have made. It's
Lntprestlng. , E

MR. ’I’HQMESON: It would be six-tehths\“b;f a c’ént :
salns tax on 1t‘

©cuaTRPERSON. CORY: Questions.
| CQMMISSLONER BEQL. No.

CHATRPERSON CORY: Okay.

: EYECUTIVF OFFICER NORTHROP: Mr. QhaiQman,
regardlng the Long Beach ‘Local Coastal Plan, last week as

the Eaecutlve Officer I sent a letter to. the City of Long
Beachﬁcommentlng on the Clty s Local Coastal Plan, LCP, which

recentlyﬂwas approved by the City Council. Subsequently

) )\

 staff received the staff r;port of the South Coaat Reglcnal

{

)A e (
NS
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A ° v ’Coastal f‘onm:,ssn.on on the C:LLy s LCR. . This rep&rt recommends
@ 2 | the approval of the 1CP subject to certain condmt;(,ons.
, - " | \:\\\_,, " One’ 0f thec;c condltlons, i1E anpraved, would preclude
;f"@'”‘ ' 4 | night o‘;.l drilling in areas close to res:«.den;:lal neighborhoodb
eo 54; 51 of the cJ.ty within the Coaskal Zone. #&s. the Stake of
‘' ¢ | California has a direct interest in any revenﬁés which may
_ 7 | be derived from Oll and gas producgd from certain tidelands,
® 8 | particularly aléng Alamitos Bay, which are located close,x~

T 9 | to the residential areas of the City 1t is the ,staff's |

. | _ 16 |- intention to send a letter to the Regu;nal Commission \‘\
;& h 1 commenting on thls condlt:mn, |
o 12 e Now, Lhe (,ity rocently l.eVSL$Qd its 0il Code !

. 13 rcﬂlamng to this matter as mncorporated in fhe LCP, and- ‘thls
Q 14 | révised Code was ado.pted after exte;ns:we publlc hearings
! Do ) 15 1n Lonjunctlon with the LCP process. We feel,//.i:he staff
| % 1¢ | feels that the requirements of the new Code will I‘llthate
EQ / 17| to the extent feasmb‘e the effects of‘/ol1 drllllng around‘

; . 18 | these resz.de"xtlal neighborhoods really without Unreasonably
| S 19 | increasing the cost of such dri 111ng. ;
Q ) o 20 : . A compléte limitatior-of night drilling coﬁld
24 discouragé ‘éontrac{:érs from bidding on such work, or if they
. p2 | did Lhey cotild iner¢ase the development costs to, such an
@ . " .23 | extent that it may well\ make it uneccnomical to drlll Such
oL 24 a gituation could cost the State, hot to mgntion the City,
: ' ‘“ 25 | private owners 1n the area, and we have a chance of los:Lng
© | . ‘, |
’ L , , i )
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‘| much needed oil revenue on .it.| So, we feel that the City

< With your pprmission we will proceed on that.

e

Q @, 7 N

I

has faken the necessary steps ﬂQ mitigate against: the problem

[31]

<»of 24<=beour dralllng by saundprooflnd qus and limiting trafflc,

ther, LHlngs, and w% feel reaébn&blu LE f_you have tu,

\Q,

the Wway oil drilling works out -- if yeu drill just e:_\-tht\

hours a day 1t will be a long, painful and very expenalﬂe
S
progess, possibly even doubling or mrybe even tripling the

cost of an oil well.

j

7

CHATRPERSON| CORY: If it only triples thcfcost

\
1

Jmay”c we ought to settile now before they make it wolse.

W/‘ {Laughtdr.) “

O

CHAIRPERSON CORY: Are theré any commcnts°

) )
; COMMISSIBNER ALKERMAN'q %s this a Coastal cOmmls51of
staff recommendatlon that exceeds the limitation == |

MR, THOMPSON: South:Coast Regional.
EXECUTTVE OFFICER NORTHROP: Tt is South Coast

Regional which would limit the proéiam. s
w MR. THOMPSON: The LCP will go first f;r their

rev1ew, and then eventvally up to the Btate.

\\\\\ . COMMISSIONER ACKERMAN: Okay. This is a restrictioT
thdt excfeds whﬁt the City is already d01ng°
. EXEOUTIVL OFFICER NORTHROP Right. The city

\ o
realized thére is a problem and held some hearlngs to change

i B

their Code and make it fit, and I think they have tried to

I
i
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| 1 | accommodate as much as possible. But, the South Coast really
‘F:x:ﬁk\ 2 feels there should}gniy be drilling eigﬂ@ or ten hourG a N
- 3 day,:g,‘and that's it.‘
4 COMMISSTONER AGKERMAN: I kind of wondex what ’j
' 5 | business it is of theSouth Coast Commission.
= s 6 | EXECUTIVE OFFICER NORTHROP: It is within the cdastal
| ¢ 7| awea
:0 v 8 CHAIRPERSON CORY: And they voted on this at the
|
; o 9 | South Coast Region or not? ,.:i.;__:,“_:::_,V__/.‘.;'-::? AR )
L 3
| 10 EXECUTIVE OFFICER I\}ORTHROP Well, I'didn't want
/ 11 | to send the letterx. \
< 12 CHAIRPERSON CORY: Is it South Covast?
!a‘[/ \\\/ 4 EXECU’J‘LVE OFFICER NORTHROP: Oh, yes.
} - 14 MR THOMPSON Comes up Monday afternoon.
l 15 |! EXECUTIVE OFFICER NORTHROP: It comes up Monday
i /’/ 16 afternoon.w I would like to have the let"te:.; go, but T would
EQ 17 | like to let you know that I am sending a letter so it doesn't»
} I!‘:\\ come as a surprise.
] w0 CHATRPERSON CORY: TIt's a4 CYA statement, then?
. <20 ' EXECUTIVE OFFICER NORTHROP: Yes.
A 21 v ‘ Mr Chalrman, and members, Mr. Thompson would like ‘
22 to discuss the West51de Industrial Park storm drain. i
® 23 MR. THOMPSON: This is a subsidence project. We'd '
24 | 1like to get something on the record on this prozject.
‘ 25 On December 19, 1977, the Commission granted prior
-3 N .
“/ |
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| this addltlonal work appearcd to 1nclnde“3ubstant;al changes

soriginal approval, and ccn51deratlon snould be glven to

17

approv;l of thc subslﬁonde cost for second-phasc wcrk to
lep;ace a portion of the Wests;da Industrial Pdrk storm drain
system. The approval was %ased on a contract bid of
$1,208,000, and during the course of constructlon of this
thing the State has four“ to daté to authorize elght changes

in the contract WOIR;Lmnd this has increased the contract . .

2
e

cost by $182,000, which is about equal to the }é peggent
contfnggﬁéy which we origin;lly put iﬁ the appfovél that
ydu granted. |

Recently, a ninth change orddr was considered for
5436,000. Anﬁ wnen the staff leamnea of this we sent the

City a letter on thlu( and with the concept that we thought

in the scope of work ﬁrom that that was granted in the

§

-7

bringing thlS to the Commission for augmented approvax.
In regsponse, the City representatlves

contended that such approval was not necassary on‘the grounds

that the additional work would be within the scope of the

orlglnal prlor approval. The City further contended it couldj
L

RN \{

not wait for Comm1551on approval as there was immediate 9V\

M.
Skl

need foxr changes in ordexr to keep the contractbr on the job.

This is a job that stretched out over quite. =3 fuw years.

=D

S0, during the month of April thexe have been a

number of discussions between the staff and the Office of

PETERS SHORTHAND REPORTING CORPORATION
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f\most recent meet;ng the City has agreed to delete a POrtlon

18

Attomneygsencxal and th@/ﬂlty representatives, and in the
/\\_f
of their prcpos%é. This has lowered the cogt by $128,000

down tc¢ $308,000,

They have also assured the staff thai all information
necessary to determine the appropriateness of the other two
changes would be provided, and indicated the City understands
itsjresponsibilitiesasu trustes to exercise dilfgénce i#

its controlling of costs.

There is a longex detailed text on this that was
prepared by the Attorney General's Office attached to this.
Again, all we are asking the City is to exercise

ogual diligence on a subs:dence project for which the State

ms paylng money for as thcy—would their own cost.

CHAIRPERSON CORY: The same diligence that they

have used on the Queen, Fight? N

MR. THOMPSON: I'11 take the Fifth or'somethlng

J

else on that.}
]

\ :
I
CHATRPERSON CORY: Any questions from Commissionersy

EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Item

I

No,ﬁ ¢1l, €33, -- correction, Cl, 33 and 38 are off calendar.

CHSTRPERSON CORY: What about Coastal Commission
Report? k
EXECUTIVE OFFICER NORTHROP: I'm sorry.

MR. GOLDMAN: Thank/yoﬁ?\ﬁr‘ Chairmar, members

I

I3 ‘ E
i

/
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Y
The first has to do with proposcd foast Guard Safety Fairway
\H
Separation Scheme. VA

\S

The Coast Guard is currently considering tanker
traffic lanes of Southern California. One proposal is to
\haVe traffic langesvrunning from Point Arguello through the
Santa Barbara Channal to the Lﬂs Angeles-Long Beach Ports.

Another proposal would be to take tanker trafflc outboard

\J

oﬁ‘the Channel Islands to a point south of San Miguel Island
and thence eastwald to the ports. In addltlon, four satety
falirways are,ploposed which nqqume that the dlternate plan

utiltzlng thc ‘Channel Wlll be adopted.

have to make a consistency determination on=whichever alter-
natLVe the Coast Guaxrd plans to adopt, your staff ralaed
the issue for discussion at this early date. It is our.
position, based on. extensxve 1nput from Admiral ngbe€“\tbat
the lanes should be located outboard of the Channel Islands
for maximum safety and that the so~called “safety fairways"
will only increase risks. |

It ig obvious from initial discussions that the
issue will b® controversial. Staff of the Coastal Comm;ssion
apﬁfggﬁosed to the outside—the~channé1 proposal because they
fggd tﬁat.the Channel route will buttress their position

for no further oil development in the Channel. There have

A
¥

£

of the Commis§i65.ﬁ I.have two items very briefly this morning.

Since the State Coastal Commission will ultimately

PETERS SHORTHAND REPQRTING COHPORATI '\\N
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been indications that the steamship opoerators would prefer
tha£ the oil tankers utilize the Channcl presumably so that
they would not have to share the lanes with the tankers.
The Coast Guard seems pre-disposed to adopt the Channel route

- Our position is that a routeVButside the Channel
Islands will provide a greater response time in case of
casualty than a Channel route. The offshore islands dwuld

provide a buffer. The‘iﬁboard route requires eight hours

of careful piloting while the outboard locatlons do not requil
such stringent operatlons‘ Tha four safety falrways proposed

as corollaries Lo the 1nbbard routeg would in two instances, -

prevent development of two oil leases which have currently
been granted.
“Further reports will bhe made to you as this matter
proceeds. |
The second item has to do with consideration of
Senate Bill 664, Nielsen, by the\&an Erancisco Bay
Conservation and Development Comm1§§1on )

This legislation sponuoreﬂ by the title 1nsu1ance

industry would purport to confer unrestricted title to

‘purchasers of swamp and overflow lands and their successors.

.This bill as drafted would éttempt to cure titles to these

S & O lands whiéh‘may be jn fact tide and submerged lands.

The old 5§ & O patents were noted’for the fraudulent means

by which they were often conveyed back in the 19th ccntu¥y4

Fe
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Senaﬁén Nielsen; the auéhgy, regquested that BCDC
reconsider its oppogition stance adopted last year and furthe
requested that Mr. Sean McCarthy, lgbbyist fbr the title
industry, explain the bill as now amended to BCDC. .After
his presentation, BCDRC Commissiohers pointed out a number
of defects still ;emAXniﬁg in the bill, and the Commission
refuéed to reconsider its prior oppeosition to the measure.

Tha# concludes my réport,

CHATRPERSON CORY: Any questions from Commissicners

Okay. ©On the Consent Calend§g which items do we
hava offé

EXRCUTIVE OEFICER NORTHROP : ItemgC; is off, and
@5 has a name change. 2and for the record theyname change:
is ag follows: Sisters>of the Sacred Names of Jesus and
Mary doing business as the Sisters of the Holy Names.

o ‘- CHAIRRERSON CORY: I'm sorry. I mean, that's just
wild. They really filed -- has somebody checked to see if
they have filed Lhelr dba froh the county? ;

) COMMISSIONER BELL: T don't think they filed in
the couhty. They file above. , /

CHAIRPLRSON CORY.~*Oh. vThey file“above;ff

(Laughtel ) _

COMMISSIONER BELL: Whiéh ones did you say were
off? o

CHATRPERSON CORY: For the pj dpple in the audience

| k24

PETERS SHORTHAND REPORTING CORPORATION

7700 COLLEGE TOWN DRIVE, BUITE 200
SACHAMENTO, CALIFORNIA 05828
_ TELERHONE {816 262-4801
4
g ‘ “’4.)

|
|
|
|
|
|
|
]
]
|
|
1
N
i
|
i




Y i

<)

A

G

i

12

. 13

14
15
16
17
18
19
20

21

' ()22

23

24

25

a // E “: . ot
. S ‘ L T

10 1 on C5.

" P v =7
\( ‘ \ \
; A N

oﬁ the Agenda Itcms with&a ix C are Consent C%lendar

1tems and they W111 not: he dmscusaoﬂ_in detail unLess

somcone 1n the auldience has some,probjems wikh th& proposed
J

4
L

staff disposition of these items.
- S0, if there is anybody in the audieﬁéa'who has

any questions concerning the proposed dispositioh of these

matters that are propecsed by the staff, let them come forward.

COMMISSIQNER BELL ~Was Cl off“

CHAIRPERSON CORY: £l is off. Wchhanged the name

EXECUTIVE OFFTCER NORTHROP: 33 and 38 ‘are off

Lhc calendax.

o

CHAIRPERSON CORY: ~All right. Nothing to do with
the Consent Caletdar.
EXECUTIVE OFFICER NORTHROP: Nothing to do with

the Consent Calendar.
‘ CHAIRPERSON CORY: We are now going to take without

2
2

objectidn Item C2 through 22, inclusive of theknamemhhange

on C5, and approve the staff recommendatlons enmasse.

Such will be the order. e

Ttems 33 and -- which, Mr. Northrop, are off'>

t

EXDCUTIVE OFFICER NORTHROP : 33 and 38 Mr Chairman.

CHAIRPERSON CORY: 33 and 38 are off calendar.
= Item 23.

EXECUTIVE O”FICER NORTHROP : Mr.‘Chaiiman, with
/
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your ifidulgence of the items numbered 23, 4 and/S Wlll he
dmscussed tbls morning by Don Everitts. !
PHATRPERSON CORX: Okay.

r ‘5 N
MR. EVERTTTS: j: think probably 1 'better go through
R

the map. : ﬁ # \ h . o R

What we are proposlng is to award pursuant to
competitive bid three leascs, 40-cre parcel heve, 500~acre
parvcel, and one here. ’ | |

In the one instance thenfiist item, the«gigh.bidder
has. wmthdrawn his bhid. Staff orlglna Ly had concluded that
he probably wasn 't flndnclally able anyway. It ‘turned out
in the mcwntimo he had submltted a 1etter asklnq for his
deposit back, and we have returned his deposit =~ we have
returned his deposit ko him. | !

CHATRPERSON CORY: May I ask a guestion?

MR.;EngITTS: Beg yourﬁpardpn?

CHATRPERSON CORY: T guess from the legal staff
or the Executive Offlcer, iE we have a bid deposlt require-

o

ment, it would secm to me the purpose of it is to preclude

: N\
samabody wvho doesn't have the capacity to perfofm, they suffey

 some penalty lf\Lbey don't conclude the transaction. You
gon t. want people at the auction screwing around that aren't
in it for real. Under wpat'gnpﬁnds are: we returnihg the

bid deposit? . o M | |
o EXECUPLVE OFFICER NORTHROP: M. Chairman, the

PETERS SHORTHAND RFPORTING CORPORATION

7700 COLLEGE TOWN DRIVE, SUITE 200
o SAGRAMENTO, CALIFORNIA B5828 .
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.1 $6,000 deposit is to -~ is a goad-faith d"g;:os;t in which
2 | case if later they decidé they don't want the bid, it is i
3 forfeitec’l. But, we then look at. tlw abiiity of the bldder

4 | to perform on the overall contracL

CHATRPERSON CORY: So, it i& our staff récommendation

5
TE“'U 6 | to give it back because he couldn't parform?
7, 7 'BXECUTIVE OFFICER NORTHROP: Yes. He couldn't
8 perfor;p. They £felt financially they couldn't peicfaorm on
. 10 WhaE had" apparently happened =-- is Harry here?
b i Kaz, is he here? Kaz, do you want to come up aﬁd
ﬁ 12 | discuss wi‘:.h the Commission your ‘findings on it.. q
) ) - ,\\ 13 - Mr. Chairman, I<£1/ Yoneyama. Do you Want to sit
\’““ b ¥4 | down f“hex:<~ and tell them wbat you did to come up with that
K P 15 | kind of conclus:n.cm. 0 .
4 ]6 ) E MR. YONES&AMA: Mr. Chairman, I aﬁélyﬁed the finan-
® - ’ 17 G:Lal statements ’ch!it were submitted by the hidh bidder, and
- 18 | we ;1 1so reviewed soi\ce of 1-he documents that‘they submitted
i 19 | pursuant to our requests. And we Eelt that the results of
Qi," - 20 | our examination showed that. unl< ss the bidder was able to"
,‘ 21 sell at issue shares of their stock to the public, which
| 72 | is proposed to be done in May or ;June of this year, unless |
o = 1 !

23 | they can do this sx‘ic’:‘cessfully, ﬁhey would not be able to
24 | perform all of the conditions of the leass. And, of course,

L o 25 at)}%;hisj, time we would not be able to determine if they could

¥ < o ’ ES . .
t\Q 8 {7 ) ; [
g ¥ ~ S{
o \\ . : | A
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sell these shiros successfully.
CHAIRPERSON CORY: Okay. ,
COMMISSIONER ACKERMAN: Ts the deposit just good-

\/

falth money up front? ' -
EXECUTIVE OFFICER NORTHROP: Bob may want to:respon
to that. As I understand'it,zit is good faith in, case they
decide to back ouﬁ‘ It is a forfeiture to assure the bid
was a genu@he bid. ) |
commxssxoﬁﬁk AOKERMAN > And the only way it is
not\;efﬁn&ed is if they chose to back out voluntarily?

EXECUTIVE OFFLCER NORTHROP: If we came into a —-

we're g&ing td“fefund “the d@posit. They have sent me a lettet

//

1ndlcaimrq it was after Kaz had made his report “known to
i w0
ther. 2

CHAIRPERSON CORY: But, what goes through my mind
4 ‘

is the possibility of somebody not knowing how much ta bid,

but not wanting to ledve anything on the table. So, he

‘credtes several dummy companies, pui$ in five bids, and then
: e : )

realizes thatrhis fourth lowest hidﬁ~— tﬁe other three are
all his blds, s0 he just drcps it down to that one.

If you start giving ‘this money back,: 1L t nds to
invite that kind of manipulation for the creatlve. Maybe
we should reward their creativity, bgt I think there might
be bétﬁeriways to encourage creaﬂ&vity.

MR, EVWRITTS: Well, I would think if such

O

j )

1
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area here, and the high bid, which we_were recommending that

SMUD.

recommendations are accepted we will be transmitting letters

creativity had occurred that we would probzbly not be

- L
Y

in this particular instanc
because we denied them the bid. We felt ~- rather than argue
with them, they didn't plan on coming here and discuss with
us our recomméndation.

CHAIRPERSON CORY: Okay. Just think about it in
the future ones on how to structure it, hecause it seems

to me that that poéSibility might exist, And it seems like

we are going to have bids -~ unless we have negotiatedzbiddinq,

but that's fine. Go ahead.

MR, EVERITTS: Siwmply, the first one is tha green

you reject was 76 percent. The next highest bid was 71
percent of the net profits. That's on top of 12 and a half
percent of the gross. SMUD was the high bid, second high

bid, so we are recommending that the lease be awarded to

The surfacé@owner still has the right to match

that bid, however, and as soon as this meeting is over and

to then. ” . o
The second parcel, 200 acres, is recommended to

be awarded for 72 and a half percent of the net.

W

L EXECUTIVE OFFICER NORTHROP: Second parcel, Don,
1/ i .
is 48,
PETERS SHORTHAND REPORTING CORPORATION  * _ °
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MR, EVERITTS: Excuse me, Forty~eight. And then

the 98~97 was another 76.1 percent of the -net profits.

Just to show the relationship of them, this is

the big producing area right now, the big area, those State

leases.

issued.

These are the leases that Mr. Eagan discassed earlie
Down here was another lease that the'Commission

§ ,
These are gsome areas:that we are proposing to lease.

In fact, we are opening bids on these in the next fow days.

Another area that we are proposing a lease.

This is the

NCPA parcel that we discussed some time ago when we recommend

WQ suggestod for indemnity exchangq

that you deny a prospecting permit.

" Down in here are a bunch of Federal leases that,

Union 0il Company has
/

fllea\to drill 45 wells on these lYeasds, so we better hurry

on those.

case.
3

W
Y
2

EXECUTIVE OFFICER NORTHROP: Outgrowth of the Utah

If the Supreme Court makes a decision, we will move

wﬂEh all deliborate speed on those.

» CHATIRPERSON CORY:

MR. TROUT: It's already flled

The three parcels are the green,

the blue and the small red adjacent to it?

MR. EVERITTS: These are the three parcels we zre

N

dlscuqSlng today

CHAIRPERS“N CORY: Any questions from Commissioners

COMMISSIONER BELL: No questions.

»
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' CHAIRPERSON CORY: Is there anybedy in the audience
-2 1 on the dward of these bids?- N
3 Without objectlon, we w1ll approve the awards. as
4\\ presented, suggested by the c*taf;':: ln Items 23, 24 and 25,
5§& Item 26, approval of 49~year General Faymmt for
6! US Department;of Agriculture Foreet Service in Bl Dorado
7 County. recreational pier. J '
8 MR. TROUT: Yes. *This is an ex1st%ng pier opﬁratod
9 | by the FQ rest Service. \ | i\ )
10 ﬁAtRPERSON CORY. Wy quest sons in the audxonce’
11 | Commissioners? ‘L > ! \%f;
12 Without Obje”tign¢ Item 26 approved as presented.
13 Ttem 27, the Hunt:.ngton pa*t’tnerﬂhlp, approval of
14 | a 22~year renawal and amendment to the General Lease ©f Hunt~
15 lnqtmn Harbor Maana‘ | ‘
16 Anybody in the aada.x\nce on thls item?
V7 Questions from Commissioners? T
18 . i Without objectlon, 27 w111 be approved an presented
19 G Item 28, Applicant Giovannoni in Wapa Couﬁty %or
201 a 1aunching ramp gangway apd dock., Anybody in the audience
2} | on this item?™ A
2| Questions from the Commissioners? Withoq;
objectlon, Item 28 approved as prQSented
24 Item 29, Southern Paclflc plpllnes, approval of
23 | a l0-year Renewal and Amendment cf General ILease. This is

AN
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in Yolo County, small untilization, go 44 is on a flat

mlnlmum foe rather than =

COMMI&SIONER BELL:

y L,
= 5 g

Just a boat site, A

EXECUTIVE OFPICDP NORTHROP: Fivae~year.

" CHAIRPERSON CQRY:

'\.\

item? )

Wwithout objection, Item 2§"appréved,

NS
A\

Questions.
as presented.

Ttem 30, shell 0il approval of 10~yé%r Renewal and
Amendment in Sunset Bay for a refueling dock, as I recall,n

is that correct?

R

; EXECUTIVE OFFICER NORTHROP: That's ?ﬁ“&t, sir,

CHAlRPLRbON CORY: Any quostions from>#We audlence¢

Questlons from the Commissioners?

Wlthout objection, Ttem 30 appioVed as presented.

Item 31, City of Coronado, teLmlnatlon of an
existing 15— ~year Public Agency Permlt and approval of a
Leplacement 49~year General Permit, publlc agency use from
date -- this is for public¢ beach llfeguardlng°

EXECUTIVE OFFICER NORTHROP: That's rlght,
CHAIRPERSON gORYé: Pacilities?
EXECUTIVE OFFiCER NORTHROP: Yes, sir.
CHAIRPERC'ON C‘OFY :

ir

on this Ttem 31? Questlons £rom Comm1531oners°

COMMISSIONER BELL: No problem.

Anybody in tﬁe audlence on thxs ‘

Is there anybedy in the audience |

PETERS SHQRTHAND REPORTING COHPORA‘?IDN

7709 COLLEGI—. TOWN DRIVE, SUITE 209
SADRAMENTO, CALIFORNIA 95826

) TELEEHONE (516) 383-3601 ° 7 = .
2
‘ ‘ - 1: ' N o . 3] .
N ST U . 8 . . sriame’ . N s s AU y . "




J -

B3

&S &6 U,

w

10 |

LR
12

13

14
15
16
17
18
19

20

22
23
24
25

0T 30

(”cHAIRPERsoN CORY: Without objection, Item 31 .

. . [ [
approved a7’ presented.

i
Item 32, gpights Landing Outboard Club, Incorporatef

accepting a gquitclaim from them and issuing a new lease to
Paul and Jean Meeks, is that correct?
EXECUTIVE OFFICER NORTHROP: That's correct,

Mr, Chairman.

MR. HIGHT: Yes. D aa
CHAIRPERSON CORY: Is‘Fhere anybody in the audience

on tidvsitem? Questions from Commissioners?
\\
WLthout objection Item 32 is approved as presented.

I

Item 33 off calendar.
Item 34 and 38, the staff wishes to reject the i
bids on 6il batausepwed didn't get enough.

S\ i \}:\\ \\
i AN
EXECUTIVE OFFICER NORTHROP: That's coxwéct.

CHAIRPERSON CORY: Is there anybody in the audiencel .

on Item 34 or 35?7 Any gquestions f£rom Commissioners?
COMMISSIONER BELL: This raises a questibn.
No. I don't think I'll ask it.
EXECUTIVE OFFICER NORTHROP: Thank you.

mmmhmr)

7Z ',/,:":

COMMISSIONER BELL Perhaps it's Jjust a worry.
D

EYECUTIVE OFFICER NORTHROP: It'S a nagging worry.
CHAIRPERSON CORY: Okay, Withou} objection, ‘the

proposed rejection by the staff will be g%proved, and Item 34

t, ' Sy
L,

©
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'Unit oil prices, and then control prices shown in blue there,

the actual composite price we received in the Uhlt is shown

and has been for about the last four mgnths, and we probably

// 31

and 35.

Ttem 36, Plan of Development and Operations and

o v

MR. THOMPSON: Commission staff is redammending

approval of 1980-'81 Plan of Development - an& Budget for the

Long Beach Unit. The tatal budget is $116 821 000, It

provides $21,465,000 for investment, $30,980,000 for
expense.
\ Also, in this, then, is oux $4,176,0ﬂoégar

administrative overhead, and the major parﬁ of the investment
funds are for drilling of 40 new wells and about §78 million
$91 million in tho n

of Ehe category of operpting for direct

operating costs, and ¥henh about $6 million each for taxes
: i

and administrative expense.

On this first exhibit here we have the Long Beach (!

in rqd. of course, the d:fference there is we still have

some amount of upper and lower tier 011:that won't be finding

decontrol until 1981.

A5 you ¢an see the uncontrolled price 1s flaﬁ there,

expeact fairly stable oil prices here for the next three to
six months, aﬁd you saw that in the amount of the crude oil

We are building up our products and alse inventorig

i

gell-off.

.

2 S
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in our pad~five refinerigs,

ALl right. The ne
sShip between the 1

CHAIRPERSON CORY: mhe fneontrolled is 2560,

About that
CHAIRPERSON CORY

MR. THOMPSOY - , yes.

We've come g long way,
two ang a quarter.'\

\
MR. TI{OMPS\C\.N:

baby,
That cﬁrve has gone Pretty fast,
r wWe uUsed to have th&s curv
back to 1973 ‘on the loefe

was an exact Flat lina,

e that sent yg clear
last year 3

and we wexe On constant 0il prices
back then, at many timeg before,
R \k;

A

You hearq th

S0, dontt
bass that over,

This neﬁt curve, now, we‘are showing\in dollars
Per barrel our CQméosite O0il priece in req, and the cost in
dollars per barrel,_énd again, the €scalateg
receive in 1981""807%1 period . is

are in the dark blackv

Price we'll .

line'there. W
CHAIRPERSON CORY:

Constant? I\mean,

50, we ‘have shown thatiﬁs 2 flat 1ine.
EXECUTIVE OFFICER NORTHROP:

A
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, & . |
o 1 | world may well change that and we will have to again 1
} 2 | reassess that as we go along. | ]
3 7 MR, THOMPSON': Ncw, the-line ls sloping nmf‘ only !
7 4 | because of what you might th:.nk of an uncontrolled prlce,
® o 4‘ 5| but also because you were decontrolling upper and-lowgsr
6 | tier at the same time, which is decreasing ii:hat//price. And
‘ 7 LhaL s why they are in the-control group bec:a.us&‘r each one
g 8 should be decontrolling by September of '81, ::-u'x\1 then you
9 | would be cumpletlly in control of that -- ab_ow_;\'
10 | parcont. o 5
O . o The next carve shows the same thing except in
’ . 12 do‘L‘lam per month. Aga‘iﬁr, you see the oil revenue. In both
i ER i3 [scases ol these *Ewoi\\curves, now, these composite prices are
;& » . 14 | considered befonge ény Faderal excise tax, and again, these
15 | are completely on a unit basis and there will be different
16 | cases of excise tax paid by dlfferent people hare =
Q PP 17 ©  Again, we ‘have shown a flat line on?the revenue
l % . | 18 | and the costs. ‘ 'y
!’ " 19 x <’\Ac‘ﬁ'_ua:{.ly, now, these cost curves we have down below
Ee _’ 20 | here fnay not he quite that high because \;re have a lot of
| 21 | facilities that were. approved for this year's budget, we
Co o 22 | have a long lead time on for eqﬁipniant ané-czonstruction'. %
L o “ -23 | So, it may be necessary to carry some of those funds out Qr\-\)
o 24 *nt:o next year w‘uen we will actually paiy the money out. And
N 25 Lhat will come out of the carryover.
o 0 | - =
/[n
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i ’ CHATRPERGON CORY: That'ys before you go to Houston
2| and the show and see all ©f the new gear you want to buy?
3 MR, THOMPSON: Yeah.
4 | CHAIRPERSON CORY: Have eitfler of you been to the
5 | Houston show?
6 COMMISSIONER ACKER‘MAN': MNo.
7 comissiomﬂa BELL: I don't want to goe.
8 CHAIﬁPERSON CORYrs You don't want to go? It‘s
9, not a bad - I meam there are a\lot of nice toys thare.H
0| N COMMISSIONER BELL: Any somments on why Texas Crude
1§ ] /isfcheéyerqthan California? | |
12 CHATREERSON CORY: ~wo. Dut there are some really
13 | fascinating things in learnin§ the stuff we hearcnbuut hexe
14 in these repérts. You canfﬁbtuallyﬂsee the equipment that
15 | we pay all these fancy prices for. |
16 ) MR. THOMPSON: It's all in Oné place and’ yau can
i7 | see millions and millions of dollars worth of eaulpment and
18 | exhibits. It's a whole worldwide attentlon type thlng.-~
9 , CHAIRPERSON CORY: Instead of moose there are”people
.20 | who understand. H
21/ L(Laughter.) .
22 MR. THOMPSON: They will explain it to X[au' withous
23 aliﬁof the fancy. a .
24 {;%i}f The next curve s the oil rate curve fo£ the Long
25 | Beach Unit. And, ‘again, you can, see @pb change in the
E y e
A PETERS SHORTHAND REPUATING ccnpnnmou
?/ F700 COLLEGE 1OWN DRIVE, BUITE 209
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1 you, I believe you all have some --

- rate., What do you antlclpate the rest of ’ 80 and ‘812

S &4 w

| wzll also sée the . aug@entatlonb that you the Copmission have

| million dollars you augmented early in 1978, the 20 and a

35

declirt rate starting in about 1978, and this, of course,
is as a result of spending more money.

Okay. The first graph in your book in front of

CHAIRPERSON CORY: Let's wo back to the decline

MR, THOMPSON: If. you look at the first curve in
the book in front of you -- it should have a red cover on
it. |

§ g

.y CHAi§PERSON CORY: Which book? The biggie?

Mﬁ, THOMPSON: The big Onc. The first éﬁrve in
there, and that 1s the same curve here, and you will see
in it the @stmmafed 0il rates for the '81 ~~"80~'81 perlod
in there., And again we hope to continue flattenlng this

decline by this additional drilling.

\

i ' ’
CHALRPERSON CORY: That's what wi’ get for our money?

MR.‘THOMPSCN*stes. And also on this graph you

\

approyed in the pastﬁﬁ And you can see the seven and a half

J half‘miilion dollars‘you'augmentéa in late '79, and the almost

$10 million you augmented last month. And;all of these are

HERS

part of the reason wh\ our curve is flattenlnq

5¢CHAIRPER$ON CORY: When was the original heavy

o

oil decision thst Schlesinger ==

i }& - ’l

|
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P, R 7 Mm. UHOMPSON: hat was zmgust the --
® 2 MR. HIGHT: - aourteenth
o 3 MR. THOMPSON: Fifteenth.
,. 4 MR. HIGHT: Fifteenth. .
é\ 5 MR. THOMPSON: - of 1979,
) 6 MR LAMONT : Yotf} mean the entitlement?
0 \ 7 CHAIRPERSON CORY: The entitlement advantage.
e \ : 8 MR. THOMPSON: Okay. That's back in this curve
10/// 9 | here, in '76, September of '76. You can see where the red
gl line departs from @;he ga;een line. That is the gravity
® 1 'd:ifferential adjustﬁiie.nt. That's the:first time we were able
12 | to break off from that curve, because at that time we were
0 IS ::inever gett:nng celling pr1c¢ng, and that's the time we Jumped
¢ " 14 to celllng price. That amounts to about 60 cents, S‘V think,
e 15 { at that time. ”
i l'ﬁ. | COMMISSIONER BELL: Should have been a-dollar.
@ 1?7 MR. 'ﬁi{OMPSON: Then, below that on t e graph you
. 18 | ari looking at you get another® measxure of thlt; in the mmber
E ) h 19 | of dCt.‘LVC dr,:.lln.ng rlgs we have go;. thele, and ynu can see
j’ * 20 | how that tapers down in '75 and '76, started. plcklng up. activy
ZN!L agan.n in '77. That's again, the flattening of the decline
22 | and greiplually builﬁ’;ﬁg up. By the end of this year we hope
e 23 | to Jbe ap eight rigs, and just as ‘a matter o.‘f‘comparison this
- 281 is e:Lght rlgs now compared to we were runnlng about 16 to
.Cm/%;; 25 fsA when we were fully developing this unit back in '66 anci
: =" PETERS SHORTHAND REPORTING CORFORATION | »
T SACRAMENID, CALIFORNA 080

]
WA

o TELEPHONE (918) 3032861~ S
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'67. So, we are back to g relatively high degree of

activity here.

Now, in estimating the anticipated budget

for the 1980~

expenditures,

'8l budget

r We estimatewnertain
L ol -
activity levels - and these are for

drilling of hew wells,
and the redrilling ang repair of existing wells, what we
are going to do ‘inp producing injection well stimul

the number of Producing wellg, pump§bhanges,

and the Volumes
of fluid we expect to pneducc and inject.

ko add additional dollar

Sﬁ&ctrical costs.
the book -- and tha

is en;iﬁi%d'ﬁiectrical Energy Costs. When we starteq
rprenaringwﬁne.budget early in 1980 the electriga) costs were
about three and a half ceniskper kiiQWatt hour, ang we knew )
that increas

’

€S in power costs would be approveg by the ruc,

and”weQQFtimated a -40~-percent increase quapbfeximately -
‘ A\ V

from three and a haif

to 4.9 cents per kilowatt hour.

Howaver, if You lock at that last red dot up there
You will see itrggalready above that dashed reg line that
Ve vsed for estimating for the’ budget year.

)

So, we again --
ad

ditional increases PEobably in the mily this year by the
PUC. We may be underestimating in this categoryﬂ ang
electrical powe?xis really increasing on us there.

: e S, Then we wiil also have to be considering inflation,
® U,

-

1
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- and inflation appears in most of our budget items at about /

10 percent. At the present time, various price indexes are
running 16 and 20 percent, and we really can't tell what
that ripple effect is going to be in our costs, say, by the
mid~1981. And to give you an example, since January of 1974
an inéex which the Federal Government maintains, which is
called the Wholesaie BPrice Index for oilfield machinery and
equipment has increased on the average %E 25 percent per

year during that particular pé?i&d of time. And as you can

\\, e TR e e

f&r what the consumer cz ccher price lnde%es are at the time.

The other sidk of the coin is the recent increases
in the Consumer Price Indox havggalso things in them like
home mortgages which we don't _— aren't reflected in ours,

but still there ought to be some ripple costs and we do have

cvoncerns of what the final cost will be.
The next curve you have here are the actual budget
expenditures. And on the far right you can see the budget

expenditures Ffor 1980~'81 of $116 million. That top increment
is for admihisﬁxative overhead, which is roughly 4 percent
of the tota}\budget, and 3 percent of that goes to the fuel
contractor ;nd 1 percent to the City of Long Beaghﬁ”

The next shaded area below that is the investment
funds which are approximately $22 million. That's a major

part of that is for the wells.

0

PETERS SHORTHAND REPORTING CORPORAT!DN
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TELEPHONE-916) 383-3601




—~

Ve At WY & N

| construction for;investment, and all of that won't be spent

! higher because of the carryout.

| about $89 million, I pelieve. ‘ ,

a/ahgmented it 20 -~ almost $30 million.

38

The prenée part of the budget is §91 milllon.
 Now, if you compare the total budgetszof this year
against last year, there se¢ms to be only a small increase, w
and this is misleading. And- if you compére the difference
betwean~the é;bense monies, you'll get a little better feelin
for ﬁme increased actxvxty in inflation. The reason for

'y
this 18 we have augmented a lat of money this year in the

this yeax and really*you are looking at a two-year package
g .\
of thms year, and next year in the investment. So, some

of that money that is shown here will be over in the next

vear, and the tohal expenditure for next year will be a littls

7oy e

COMMISSIONER ACKERMAN: Where did this year's budget

\ \
start out’

. MR, THOMPSON: This year's budget started out at

COMMISSIONER BELL: Ninety to one hundred thirteen.
COMMISSIONER ACKERMAN: We have had a sizeable
szinc:iease alfeaéy?%y
” | CéMMISSIONER BELL: “One hundred sixteen.  Will
probably g0 up. v o

/ﬁ MR. THOMPSON: Yeah. Back at the first curve you
//

The next curve there is Unit license and taxes,

14

& PETERS SHORTHAND nemm‘ma conponmmw
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SRR ~ y| end again yoﬁ cun see the impact of Proposition 13 in your
o . o “2'- taxes of '78-'79% in the reduction of the $18 million down
3| to $5 million. | |
ey sl COMMISSTONER JCKERUAN: Where do w} kgtand with
@ " 5| LA Ccunty on that assessment J.ssue‘?‘ /
. 6 ) EX};.CUT_IVE OFFICER NORTHROP: The_ sult has been
N N 7 pc;stpon;ad. S - ‘ 8 o |
L . 3”{ MR. THOMPSON: The ass§ssméxxi;~fheéring ’has been
P } . o | pushed off because i:hey're tied ﬁp with a legal issue, and
v 10 | that wn.ll pmbably go. c‘;n for, I guess, six mon’chs to a year,
’” '{»g_ﬂ and tho.n we will go bac}\ to the Counny .
E o 12 L’XECU‘TIVE orrxdnn NORTHROP : I\t inoks like about
{ S a year delay“ o - \‘ \\ {
L] 14 MR. S}THOMPSON, -And we Wave had rumb\es ‘that the
00 - '15 assc%ssor is talking about coming back in and thnflatlhﬁ 013
.0 .k o ;5!“» grlces gy 16 and a half percen)fi p}er yaa1 for t%%e fiexnt flva\
@ - - nﬁ \yoarshand inflating /;:osts at 8 percent per yez;x e
‘ﬁ\ 18 f\( & 1n1a§a.ne we will be back to -~ some Lime afi:er
e . 19 | we ge_t the tax bill and the assessment asking for -- ]
g“” e % 20 COMMISSIONBR ACKERMAN. An appeal. ’
_\ /) o 217 ‘ MR.: YHOMPSON: -~ appeal again, as we did before.
\ I gm And given tl’ie\\”‘l‘%:ngth of éhe contrast dnd various J'..~SS1:1@.S like
;}& H © 28 thaf T oas TR < S -
) -7 24 S éﬁAﬁ%PER_SO:‘I CORY: Mavhe we ought to find a statute. B
Gt 25 { ', EXEGUTIVE OFFICER NORTHROP: I think s5o. | !
@ ) - “ " s e <
i o |
PETERS SHORTHAND REPORTING CORPORATION |
® . e - T RAATG, GR  OWNIA DT
(D\\ Q"‘Lm ‘ G ) o ' : {ELEPHQNE 0 203200
wa (& N




(Jﬁ' 2

W e A~ h W

D

10
5 LA

14

s

= 16 .
17
18

19

il

- 7

7 &1
22

25

13

23
24

41

MR, THOMPSON' The next curve that you have“in

N

»ht of you in your bonk would Le¢ operating expen 3G, and

this 15 the operatlng expanse without taxes and without

,aamlnlstratlve ovelhead. 8o, this is more or less the direct

operating costs, and you can/aee LhaL this has lncweased
about 17 percent,'we re cstqﬁatlng that part. |

nd then the nexb/curve is electrical enorgy charge
anél this reflectn the chart that we showed you up Qn the
board there of the 1ncreases, and you can sgee we are
ostlmatlng $21 million for oux electrlcal expenses next year,

and there is a possibility that that may be too low.

And the last curve is the contractor salaries and

‘burdons and their vaorious staffs in there, and thls is due

to ualary'lncreases, Fnd also adding addltlonal personnel
baﬁau se of the extra drilling activity. It takes more people
in the drilling end and waste haulers and everything like
that. - ‘ \ ‘ . @"#

'CHATRPERSON CORY: In thﬁ”'so~'81 year there. ils

2.2 million increase. How much f that 2.2 million increase

]

is new employees, new bodies?

x\ MR Tﬁ?MPSQN= I think we are going up Ffzom 310

i

o ?23‘ That would be a little over! 4 percent. So, this

i

defcrence hare issrough1§{20~some percent.
Sc, by the time arou get that I would say maybe
15 percent of this is existing employces.

£
N

24
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o H . Part of ﬁﬁir‘again ig you move into more increments
@ : 2| on thc éc1a1 Su,urlty base deal, matching deal on this.
‘ 3 CHAIRPERSON CORY: 'Okay. But,bin looking at this
\ 4 | thilg historically, you're looking at maybe —- like a 10-
LV@ . B 5 pgrcent increase, and this year they're reaily whackii;‘ag it.
’ \ 6 E . MR. THOMPSCN: Except that -- let's go back\n and
: 7 | look at prevmous years. H
8 We have actua]ly cut back on staff during some:

\

9 | of these times.- So, you can see some d:l.fferent flattenings
s

y0 | in there.

T | BXECUNTVE OFFICER NORTHROP: We are probably g01ng

o

12 | to stm:t using. regular THUMS employeo.'q to operate the equipment

lid

13 | in the new rigs, pamtn.cula:nly, rather ‘than contract help.

® # 14 MR. THOMPSON : In ‘Some- €ases you have seen monies
B 15 | that WOuld have addec‘l staff people on THUMS instead of
| 16 contractlng :Lt out. 4
‘ I i . /:} 8]
® o 17 CHATRPERSON CORY: 'What I'm wonaering is whether
ol - l/
o, 18 | oxr not the contractor THUMS has in essence g; (en everybody
o 19 | a 15-percent salary increase. ‘;.\N’\' |
3 20 . EXECUTIVE CFFICER NORTHROP: The salary incréases
7 : 21 | at THOMS have followed the industry, which has been .
z ‘ / )
i . 22 czons.ldcrably more than anything the State pacple or the C:Lty
[”,&: .c 23 |people have experienced. ‘ )
- Lg . T » MR, THOMPSON: All you have to look at is the last
L8 R ‘ L ‘ . .
el 25:| Union settlement with the OCAW aiyi petroleum industry
a o g [ o . : . o :
b i . .
: L " i § ' ! o .
R g EETE‘IS SHORTHAND ﬂ\épnmma CORPORATIGN,
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trehds, and that's just where the name is. Energy people

v

are in high demand. ,

EXECUTIVE OFFICER ﬁORTHROP*J It'Y been very

\\
AN
S

dlfflcult EFor us to kiep |

MR. THOMPSONn‘ It's very difficult for THUMS to
ever: réarult people. . B

CHATRPERSON' CORY: I told you those boats should
be one~Way. Don't bring them ba¢k home.

\ﬁ MR. THQMPSON; Then, Lge last curvexwou have glves

a compaz.n son fox; _years on the gross revenue and the cost,
glVlnq\you a net, and again, this net is as if no one were
paying mny Federal oxelse tax on the w1ndrall profits tax.
So, this is really not a true number. It's just deducting

the growth revenue baso before tax, that we talked,K about

\k

over here, from the cost, and getting a net, and the net

is meaniﬁglesé. )
| CHATRPERSON CORY: ‘Questions?

MR. THOMP ON: Now, included in this plan we have
40 new wells here. Approximately $9 million to rebuilding
33 eﬁisting water injection wells and producing wells.

On these maps on the wall we have tried to show
some” potent? future locaﬁicns.of the actnal wallxdrilled
and redrilled was based on whlchever servmce locations are’
available at the tlméx and the pr;orlty for addltlonal

subzone produclng information, or if wells are damaged in

0 N
i R
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23
24,
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the mean

particul

\3 . i

time have to repair there, and Ve select from this

"

ar range. i

t$ are some redrill candidatas that we know at the

. el :
pPresent time. Now, we have tyo sets of maps here.

we are . g
are the

zZones.

CHAIRPERSON CORY: iyha does the haif dot mean?
MR. THOMPSON: Half got i 3 subzone well. ang
one of the things we are getting into ROW.  What

ctual&y showin§ here is the three maps on the qut‘
o fie o - A : ",

Ranger zone, and the two on e right are the termina

And because of the Scale here We have to have two

maps, and actvally there is‘co%tinuity.H'There i® a large

fault th

u

at separatesg the western and eastern partsg Oof the

Long Beach Unit right there.

A

50, what you see on that map is the area west of

Long Beéch Unit fault ang the other area .is the area sast

:of our major plan we're going throughafight Now and what

we are gﬁing through next year, is to tomplete enough of .

interval
evaluate

then,” we

& L . .
these subzone wells in which we take the whole range or

! ‘!' . ) . i
and cut down the pngducing and injection wells . and
; ;
g ‘ g \ .
the performance of t%isfto‘see’lf ecﬁhomically,
€an go through ang redeveidp the whole Ranger zone

3
oY
{

{ s

J
|
),
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- first started: here, because, of necesswt§ we took the whole

_the smaller intervals. We are startlng up with a very -

and get a&aitihnalaheserves. And we need this data right
now, so this is wheme we are. “ |

” CHAIRPERSON CORY: Tor my simple mind, you are
%glking about the vertical distahce hetWe%n the injection
ahd‘producing well, is ;t? | |

MR, THOMPSON: No. Wé are talking abouﬁ when we

i

4 N
Sy

interval. alﬁ “some cases this may be as much as 400 +to 450
feet of net sand in there, and an interval of‘maybe six to

700 . feet. ° = |

We:put that all open in oneﬂwéll ‘hole. We tried
to control the irmjection %nto?@his by cementing varidus
places and using dual strings, and things like that. But, .
the producing,well we&prgduced eveﬁ&;hing“that‘coﬁes alang,
and then we try and plug off.

Now, what we want to do is go back and inject in

B

*CHAIRPERSON CORY:. But an 1ntcrval is a vertlcal
‘ {

distance of the zane7

[ &

5 . MR. THOMPSON Yes. For example, this map right

in the middle there is on tHe g-sands} which is at.the bottom}
=Y
wnd the q«é nd series may be 100 or 150 feet of 0il sard.
Néw, ln other plaoes Of Callfornla 1f you\have L
=
found £hat much 0¢L sand that would have been an 011f1eld .
and you would have developedﬁlt separately. And thlg\ls
) ~"  PETERS SHORTHAND. REPORTING CORPORATION b
e - 7700 COLLEGE TOWN DRIVE, smre o8 ‘ o
S SACHAMENTO, CAIFORNIA n5aks LN
s 7 CRLEPHONE (018) ded-a501 % g, . ‘
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be ju$tlf16ﬁ in dolng thata

going' on.

ATy . G os 4 6

[

what we are going back to now and sec if we can justify the

redrilling and reéompletion. so,‘we wbuld“takekthe very

Then we would try to @uke the middle part and
. 5

The top part to dan& has ficoded out”

1NN

bottomjpa;t.
the very top part.

the fastest. And we:ﬁ?lnk that we can get additional oil

reserves by doxng this and actually pay out

But, we need +he data by starting out with these

SN

1md1v1dual completions to make that.

AN

up on this as we come. back with our quarter%y reports as

: v A\ #
to how this 1s_w0rk1ng, o 3

For exampie, on the far rvight oﬁer here in>the

te mlnal zones, because thcre was a wet section in the very

top of the Lermlnal zone, this was added to the Runger zone

and completed v' ¥ oy

/
Y ]

;A
Now, this is thick enough so we ‘Wwill go back and

.actually take that part out and aevelop that as a separate

reservolr. Thls is our general progpam that we are'%olng

through here, plus the fact we are go;ng to gpﬁ*h-§¥4 2
dave]op a lot of the flank production that was high égst

bumldlng beforo, and now with our hlgher oil prices we can

AY

Also, we have a coup}e of tertiary reccvery plojectv

On that flrst map over theru we have the

enhancement recovery progtct with cau~ e flocding.

' shown between those dashed red lines there, and that’s the

&

So,; we will be foJIOW1n<

That's

b
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| project. _ ‘ .

10 |5 MR. THOMPSQW:
1
2 B © N

‘that we have Eoped for right on schedule, and we will pro%ﬁbly

o
FY

_, 47
(
project we are in cooperation with the Department of Energy
o |

on, ‘ .

hcn, we are: ﬂolng to staxt an)ther one there,

A s '

and you approved thls about three ox four months age inside
That actually is in the zone above the

Ranger zone or the taxr zone. I've merely shown it there

for the area, and that will be an unconventional steam—-dry

Y

CHATRPERSON CORY: Where is the Miceller?

The MlceJlar is 1n»a part of the

fleld that ls to our left, about ~— about anekher mlle and

CHATRPERSON UCORY What k::.nd of J.ié.sults are you
cettlng on cost of the Mlcellar°

We have gotten positive results

MR, cnxqomvsou:

be, repoxting on that in anbthe§ month or two. And it looks.
The quas+10n is how KQEg the response lasts, bu;
o) N
as we- sald at thaL time we wml] be able to evaluaﬁe this
d o

same project ‘probably W1th1n the ﬂext six menths to a year,

gdod now.

ﬁhan we are now seelnq this respoﬁsc, and we Wlll be TepOTtlnC

you.

CHAIRPERSON CORY: Axst we gctually into. the caustic

yet° , y '

I
4 " MR. THOMPSON
>;

G/

proiect

Yes,

F’I:TERS SHOHTHAND REPORTING CORPORATION B oo
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. We started caustic in the ground about.a month

We are also-under consideration of looking at several

agao.

other deals We are talklnq ahout a carbon dioxide tertiary

recovery progect Where we actually inject carbon dioxide

This tends to reduce

into the sands. ouxr v;scosmLy and

. . . o i . )
increase the oil saturation., This is another tertiary means

this would also have some air guality advantages if you can

get this on stack gas from refineries and plénts and take

and lnject lt.

\

the CO This is, again, .a piojeat that is

2
bcmnq luoked at. o .
The Mlcellar progact wa W1ll be looklng at pro;ects

in the Long Beach Unit. We have to get a pretty positive

~\mndicatmmn because it's so expensive to get a report out

N
\;.,\

before that. )

So, we are looking every way we &an. They all

tie together.‘.If we can go ‘back from our subzone completlon

and Find LhaL there is encugh productive’ capacxty and
add¢t10n31 reserves in there, then, again, to go aftnr it
with a tertiaxy recovery project,technique, then, it is even

. + .‘\" L » .
more feasible because there is ehaygh oil for us to pay out’
i1} @ i .

thosgse high-cost prices. .

v

CHAIRPERSGN CORY' “OQuestions?

3,
W

COMMISSIONER BELL No. Except I assume we will

/',

contmnue to dee modlflcat¢ons 1 through 12 apward,c

" MR. THOMPSON: Well, T hop“\you 6on't restrict”

\\.’-‘i.,
e
4

4
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1] us to 12, As long as you saidaupﬁard.
2 (Laughter.) )
- 3 ; % MR. THOMPSON Yes. Because, again, when we start

4 puftlng these together we start =~

5 COMMISSIONER BELL: I think the budget base is

6] a bit low. » \

7 U HMR. THOMPSON:t We start eptlmatlng in February, -
8§ { and as you can see things like thlS happens to us so often.
9 |/ The costsvls the only thing. We haversufflclent cushion

10 | now =~ k'/ o ) : ‘kﬂ L

nl CHAIRPERSON CORY: Does it make any sense - we're

12 buymng, what, electrmcal powcr, right?

J7 o
14 CHAIRPERSOY. CORY: What about generating our ewn
A s o

.15 | and swapping? Generating our own at The Geysers and swapping

§6 | it out? \
17 MR. THOMPSON‘ We have talked about this in the

o 18 | past. We have talked about wheeling power. It always seems
= jg to fall through the cracks“somewhere. I realiy don't know.
?} £ ) 20 | We have talked many times about wheeling powex beoause we
\\ 21 | are a blg consumer of power, and if there { (s any hopg of
‘x 1
g 22 thls, agaln, maybe we should go. back and;rbok at 1t Because;
® - e ':}23‘ you know, you re looking at breaklng down a very thick wall
- 24| there when you start talking about wheellng power. Thatts
T ég 28 bePn our experience in thespast. “
Oﬁ @ ) !/
‘ - o : 5 i
EU ~ 4 PETERS SHORTHAND REPCRTING CORPORATION ’
é ! o SN . R 9 7700 COLLEGE TOWN éR!VE SUITE 208 .
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¢ S
1 COMMISSIONER BELL: If you go Geysexrs you're going
2 'to have to whecl\through PG&E, aren't you?
3 MR, THOMPSON: Yes.
4‘ COMMISSIONER BELL: Good luck.
5% MR. THOMRSON: We've had great difficulty %n elthex
6 | getting off the ground with t?is. GWe‘héve to go PG&éyto R
74 Edison. They cen swap power’but somehow it seems to be
8 impossible'for us to do it. o
9 CHAIRPERSON CORY: Okay. Give me something to
1of§ﬁo to keep me off the streets at night. R
1} I haven't been in 2 fight with anybody in a whi{e._
12 “All right. Anything else,.MooseO <
13 COMMISSIONER ACKERMAN: One question. If I reagG”
14 all of this right, does khls mean because of the increases
15 | in oil revenues that this total budget estlmates about §5
16 | million in new constructlén activities as a result of the
17 | increases in oil prices? )
18 R THOMPSON ¢ Total whvestment is about $21 millioj
19 Wthh ig wells and some construction. Now, thers is ngt
20 | too much addltlonal con¢tructlon on fﬁls because you have
zi already augmanted ouxr constructlon budget guite a bit already
22 COMMISSIONER ACKERMAN- This is a continuation
'23 | of t@% current year augmentation bqsicaliy?
24 | MR. THOMPSON: Right. B . |
25 ' ' CHAIRPERSON CDRY: Thank yoﬁ; Moose. ‘'thank you,
o i
:‘.{-L 1)\) ,v“‘ \

b,
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N N\ Do yau w“ht us Lo approve thls°

Yog, @

b

MR, THOMPSO’\I.

RS :f///;,

« CHAIRPBRSON CORY: I thought it was an, gaﬂademlc:
\\‘;v ‘r Pt ) W oy
exercise. /f . N , o
{/ P 4 N
COMMISSI‘ONER ACKERMAN: 1 can ralse one point here
Wthh concerns me. “gince thls is only my seaond year on
the Comm1551on, I'm getting more cducated on thls ﬂli the>
time. But, it seems w;th the whole subsidence quesrlons
raxsed, concern ne of the way of the City of fong ?éach‘wanted

to spend the money, and overy time thay wanted tov#pend a
uPLaln amount for subsidence act¢v;t1es we have *}ways
quowtloned the appropriatcness whether they are t“ylng to
siip SOmethlng else in. There is a lot that always seems
to go back tc negotiation to actually -~ gach one is trying -
to get the besggdeal for itself. And ‘here ychi got a budgef
of, what, $116 million that much of it is beiné spen£ on

activities that I'm not too familiar with,
You raised the questionvof staff salaries, ipcrease$,
things like this, that they may be approprmate in the 1ngPstry‘

and they~may;not.

Whether they follow State guﬁdellnes oiﬁ
not, I'm not sure. ) v | .
Have we ever really done & complete audit\di4a§'

look at actually how this money is spent by THUMS? It is

PETERS SHORTHAND HEPORT!NG conpam‘rtou
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think abOul ag do“nq some kind of an lnterndl audlt uSlnc =

EXECULIVE OFFICER NORTHROP: ! That is gorrect. We

. l, . , s _
have done some awilts.” We have never done a complete audit,

" s
e

Lf . o
complete intern@l audit. . .

b A ",
Kaz, you may want to address thaw Is he still

’n

here?
| MR. HIGHT: He left. Qﬁ
EXECUTIVE OFFICER NORTHROP: We have nevexr done
a complete. internal audi;\%n the idsue.
: I *hlnk it Qerhaps would be something we should

Y\

probably outside auditors who are familiar -- and there nay

wellkbe those. There's a questien whether there areﬁexternal

auditors available, unbiased external auditors available.

i

But, nevertheless -~

$ - . .
A\ CHAIRPERSON CORY: WNot necessarily biased, but

i

havﬁ a conflict because they represent contractors. &

il
i

LXECUTIVE OFFICER NORTHRO£: That's prohabﬂ a

{\

betterxdeflnltlon.

As I recall one of the legislative COﬁmittees were..

very cmltlcal of us several years.ago for not being more gtﬁ

3
'n( ’

selective in auditors. | P 3

5*\

CUAIRPERSON CORY: Could the staff ¢ome back with
\\
a report of what kind of auditors are avallabi Rnd what

&

‘1t would. cost to do that?

\1
COMMISSIONER ACKERMAN: Yes.

o Ty
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off your audit. ' Youlxe looking at really how the money is

i

\ )

‘EXE%%TiVE OFFIQER‘NORTHROP:W\Could we do that,
i Wy T,

3 - i i ‘». -
Jim? (f i A N i o E

{

AN ’ (ﬁ
MR. TROUT: ves. Lo »
FEXECUTIVE OFETCER NORLHROP: ves. We will.
MR. THOMESON: I would 1ike to bring out that jf

audited, for example, the StateﬁAud;tor General is ip there,
the Cify is in ‘there, we're in\aherekbg:the revenue side

and the Unit éxpenditurgé’are routine, You shoulgd very -
deﬁipitely tryrig Scope tho specifie audit, Otherwiae%you

/ S

/

are’ going te have soniebody who is going to go out apg again
7o 0ve some » i

J;

.o in-and count the petty cash and how many posﬁage sEémps

and everything like that, ang I don't think that's the intefﬂ:

spent, how the contracts are administered, how they Procure
» s . )

their equipment ang things like that.’ )
’ ~ EXECUTIVE OF¥ICER NORTHROD: ﬁr{,cﬁairman, I think

the Assiétént Executive Officer has some'expériégce @brmerly

with the -~ wﬁp were you with? 4 t

MR, TROUTV: I WOrk:ad for Mr. Bell ag oné—;f. time,

BXECUTIVE OFFICER NORTHROP: e worked for My, peij

So, he Understands thq concepts of ali oft:his anyway..
So; I have asked Jim to take a look at this now,

and I think it might be well £6r Jim to report hack next

i
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1 { month on this. ) -
9 2} ; COMMISSI“O\IBR ACKERMAN : ‘Ma};be;- riot only with the f’u
3| cost of such an effort but also w:Lth the scope of the audit.
4 EXRCUTIVE, OFFICER NORTHROP,; 'I‘here are some &reas,
,,’ 5| for ev:ample : that I} feel an auditor N; we are worklng on
. 6 equl*w ahd I th:.nk that is something we want to stay in the
: ] Engn.nee:rlng Departmenu. and just as éoo\n leave the ac:c::nlnt1 ng
. ” L8 outs  But, there are mther areas I think that we should look
“ Y '\ 9 | into. ‘ 1 7” - N H
- 10 MR. 'I'HOMPSON: - For exampie, bring someone inw to
f ﬂ\\ 11 { audit oil pricing- would be a wa’stg‘:ﬁof Mj;,ime." We have gone
< ){‘3 12 | thwough this upside down and backward and sideways, é;nd "
> ? 13 ew\ry way :Lmaginable.:" And to go and dupllcate that effort,
® ‘}M I don't think would be gmd, ‘
15 EYECUTIVE OFFICER NORTHROP: Jim, if you would.
!6{; CHAIRPERSON CORY: You _will have vrthat for us next
;W ) 17 rhmnth ~~ goope, cost and optionus. A’ | e
, e by i8 = -BXECUTIVE OFFICER NORTHROP: Yes, sir. -
. / | 19 O (.OMMISSlONER BELL: T just wanted to remferce 7y
ﬂ e 20 what Mr.  Ackerxman®s concern here was, because as the C:Lty
\&o P \)\) 21 of Long Beach reaches the point at whlch it's only goa.nq
| /\gJ\\/J// 22 1 o got $8 million of this and really has no further concern
?w/ .~\7 - 23 { of that big inc‘rea.se'in cost théreg, and since -- although
B 24 | THUMS have their own internal auditors they érobabl‘y rohate
; 25 | them eadh year just to protect tﬁéir bwn, company -=. éhe
® o .
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typé of’ relatlvaly good type of audlt of that, And at the
mofent we don't have that ability to do as good a jok as

we should in thlsxgrea.

sense to protmct aur

o N

I think it makes econon

“\'—l-._

P
(,

e

noney. i
: 'MR. v"I‘I-IOMPSONz Also anc.\ther case isﬁy maybe. Wwe can
he look/ng at the fagt that We are maybe alsgo locklng out

for hhe people in town: Qf that area toe, protecting their

gl B ‘\

Lntaresbs S

CHAIRPERSON COR’*ﬁ ORay. Jrhen, without objection
the P’an of Development and OPBratlons and Budget will be
apgxoved with the normal s}lence on the part of the Director
of Finéncé for institutioﬂgl purposes. \

COMMISSIONER BELL: I just wanted to state that

<fI expect this budget to be larger than Whut we . are approv1nq.

CHAIRPEfSON CORY: "He will grateful*y accept the

revenue as serious guestion about the ewpendltares.

MR. THOMPSON: We have been consistent on that

=

in thQ past.

¢ CPAIRPERSON CORY: We want tc =~ we are closing'

o .
the accounts of tideland oil revenue expenditures pursuant

to a subsidence project on a sprinkler system? -

MR. THOMPSON: Right. This is a final closing.

. PETERS SHORTHAND BEPORTING CORPQR&TION
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we ére trying to .zut these AFE's down.

1 & very small backlog here and getting rid of these.

Filling it. Okay.
Is there anybody in the audience, uh th1§° Thl*
‘1s a statement that we do not have any 1nt°rest in ény oi
the property; flooded or unflooded. = '%
1 | MR, HIGHT: LOrreCt, Mr. Chairman. Q
k! CHAIRPERSON CORY: Okay. Without objectiod the

(\\’.56 o

ReRy

This subsidence system was qettlng bolow groundwater and

had to be replaced. We are trying td close out this, and

So, we will be getting

S CHAIRPERSON CORY: Anybody in the audience on this

il

item? o

{
i
i

s

Questlons from Comm1551oners?

Without objectlon, c1051ng is approved as amended.

L

Item 39, this is a New Melones lake. Are we going
/ 5‘.‘{:

to £ill it right here?

MR. HIGHT: Right here.

CHATRPERGON .CORY: If I vote for this I'm in favor?

Is)
i

“MR. HIGHT: No, Mr. Chairman.

CHAIRPERSON CORY: This doesn't put me square with

) \
K i Y
disclaimer will be approved as prdsented. o

Item 40, we want to authorize the Executive Officer
to execute an amended Memorandum of Understanding creating
the Geothermal Coordinating Council. |

| EXECUTIVE OFFTCER NORTHROP: Correct, Mr. Chairman.

i,

PETERS SHORTHAND REPORTING CORPORATION
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o Anybody in the audience on this? Any questions

.
R |

COMMISSIONER BELL: It is my understanding,
Mr. Chairman, that althaugh we in effect authorize this,
that we do not bind Lhe State Lands Commission to final agree

ment w1thﬁanyth1ng the Council comes up with. We still

A

maintain our own independence.

EXECUTIVE OFFICER NORTHROP: That's correct,

e
S

Mr. Chairman. <7
CHATRPERSON CORY: Good  negotiating, \
Without objectlon, Itpm 40 w;il be approved as
preserited.

Ttem 41, approval of boundarivs for an annexation
off tide and submerged l&iuds, Cié§iof R&ﬁding.w Any questions
from the audience? I’rom Commissioners?

- Without objection, Item 41 willﬂpe'approvéd as
presented. ﬁ

Item 42, San Francxsco Bay EIR, approval of
solicitation of bids and subsequent award of" nontract and
conwummavlon of relmbursement agreement for an BIR in the”

- -
¢ e

Hercules area, Contra Cos;a County.

from the Commissioners? Q

All right. Wlthout objection Item 42 is approved

as presented.g
‘ . Bny othef items to come before us? Thank you

very much. It ig nice to have Methuselah here from o

¥

i
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1 | Washington, and it is nice to have a beauty to distract us
2 | from Moose. ’
3 Thank yqu, very much. We ‘stand adjourned,
4 (Theraupon the Meeting o'f_ the State Lands
51 ‘Commission was adjourned &t the hour o-f
6 11:20 A.M.),
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( ‘ CERTIFICA'I‘I: or SHORTI{A\I(b REPORTER ‘
. l
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Nk “
3 7, DIANE LYNN WALTON, a Certified Shorthand
' 4 | Rgporter of the State of California, do hereby "
5 | certify: . o
6 AThat I am disinterested person herein; that
1 the fqgegoing*Hearing of tﬁ@ State Lands Commission was
8 | reported in shorthand by me, Diane Lynn Walton, and
V 9 | thereafter transcribed into typewriting. ,
\ el 10 I further certify that I am not of counsel
a ’ S ) . . ,
- 11 | or attorney for any of the parties to said hearing, nor .
/} 12 | in any way interestod in the outcome of said hearlng.'
7 :
= i3 IN WITNESS WHEREOI, I have helcunto set my
& ! :
“ o *4 | hand this 22nd day of May, 1980.
N ” |5 ;i\\\?‘ .
N, . By .-’
\ 16 ¢ ,, | 7., A Ay fc/’f
® 17 DIANE LYNN WALTON A
g N , Certified Shorthand Reportev
o AT = License No. 3067
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