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1 ‘ PROCEEDINGS / W
2 i --000=~ C /< N
o . _ A T
3 ﬁ CAALIRMAL CORY: We'll call tliz meeting to order.
4 { The sfaff has informed me that Mr. Ackerman is ill this
53 | morning, and 50 We Wlll probably not have a. repreéentatlve
§ | from the Lt. Governor E OfExc;\becausé of his illness. Wb’lL
| a N oL ‘
7| try to prooeed 1f we dlsagce Dlt isn't going to get done.
8 " ComMISSIONER MORGAN: Right. B
ol CHAIRMAN CORY: Are there any corrections or
10 qddltlons to Lre Minutes of the geetlngs of OQrober 3Qth
1t | and’ ‘November 17th? O ’ '
12 COMMISSIONER MORGAN: I don't have sny.
13 | CHAIRMAN CORY: Without objectiom, they will be
14 | approved as presented. “ -
. 3
15 |7 The" Executive Officer wanzs to make a report.
16 EkEQUTIVE OTFFICER NOFIHROP No. I won't mike
¢17 a report. It w1ll probably be ‘covered with. the Attorney
-iﬂ General's Repoxt on lltxgatlon at the end of the meetlng
19 'CHALRMAN -CORY: - Okéy And Mr. Bowiman is at the ’
20 | Coastal Commiséion, so we do not have a Co tal Gommission
21 | report. | . “\\
‘ ) R b \\ » N
22 EXECUTIVE QFFICER NORTHROP: That's correct
23 | Mr, jChairman.
24 CHAIRMAN CORY: Okay. The next items on the agenda A
25 | are the Consent Calendar items. For those in the audience,
. -

S w : e
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' 1 thaee hre the agenda itremg Ci tbrouph PZM.
i‘ EXECUTIVE OFFICER”NORTHROP: Fourteen ig off, Mr,
3.} Chairthan.
a4 CHAIRMAN CORY: Item 14 has beey removed from the
5 Xeelen&aés so we're talklng about Cl through 23, EXClUdlng
AS 14, Ef there S anyone 1n.the audience who disagrees with
7| the proposed action of the staff on thoég items,gwould they
8 please let their dlspleasure be known now becaase we\plﬁh
$| on taking these up all on one motion and apprOVLng/rhem if
30 there are’ no obJectlons o i o
" . (No audible responsej;b RN ;
12 CHAIKMAN CORY: po objections?
13 - COMMISQIONLR MORGAN ' &one. \ ‘
14  CHATRMAN CORY: The Consent Calendar will be
'.315 approved as presented -~ Items C1 through C23, excluding
16 c14. | e | P
17 3 Iten 24 - k | ‘, \
18 EXECUTIVE QFFICER NORTHROP Mr. Chairm 1, Item
19 ' 26 is off calendar, and w1th,the 1ndllggnce of th¢ Comﬁissien,
20 | we'd like to move Item 36 to the end of the calehéar. Y,
- 21 CHAIRMAN CORY: Well ok@y.’}You want’to move Item .
22" 36 to the end? ’ | \ -
23 - EXECUTIVE OFFICER NORTHROP: ~ Yes. They're grii]
24kknegetiating. y ﬁ - B ; | o .
25 CHAIRMAN CORY: _And I want to move 38 tq the front.

F
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2! COMMISSIONER MORGAN: Fineﬁ‘
*'i; - 2 EXECUTIVE OFFICER NORTHROP: Fine.
.3 P C}IAIRMAN CORY:; So, WE.’ll trade. We'll: take Item
41 38 up first so that Mr. Iander can get to coffee.
® 5 " EXECUTIVE OFFICER NORTHROP : 'Mf Chairman, this
_\,405 6 ‘ZLS a pr0posal to authorize the staff to hold a hearing to
(i 7 cons:v.der pollution and: gl_fbsn.dence control Jequn.red by
® 8 | Section 6873,2 of the Public Resourge Code. The applirant
i @ |iis G. F. Braun and Company. f\\\ R
0 10 CHAIRMAN CORY: The pubh., I')aarlng :Ls -~ that
LA 11 dogén'ﬁ really explain to me. You' reﬁ\\,gmng to have a hearing
0 , 12 | on pollution and subsidence? . &
(ﬂ wal ! KXECUTIVE OFFICER NORTHROP: Right.
lﬁ 7 | 14 CHAIRMAN CORY: For what activity?
Ef 15 EXECUE‘IVE OFFLCER NORTHROP: On the prbposed oil
E‘ , 16 | and gas iease under the Sacramento Ri\}er at Freeport, ,
‘9 17/;/ COMMISSIONER MORGAN: 1Is thlS the beglnnlng of
18 | the enva.ronmental impact process? = T TV\ |
19 ' Exsourive OFFICER NORTHROP: This mm be the initig
® f 26 | phase of the env:Lronmental :meact pr_og.ess. ‘fter that s “\
21 { complete, we will théii come back to ';the Qt;ﬁm1581on and
//, ) 22 | discuss the lease itSél‘f But before we get that far in;
‘ - 23 | we wanL tu handle these two 1Lems f:.rst
: 24 | COMMISSTONER MORGAN Ol\ay‘
. 25 CHAIRMAN GORY: Okay. Is there anybody in the
e ‘ o
s \) . v PETERS SHORTHAND REPORT!NG coapoammn —
o Y
Ny ~ TELEF‘HONE 1018) aga-aant b

"7 P B NN -




=

<>

8- .

Qo

Q)

S

10
i1
12
13

15
16

18
19
20

8
22
24

24

‘25

‘audience on Item 387 A

.wilk be a moving boundary because of the patural condition

‘Wildlife -Service are here. However, there is no dispute,

oo 4,

/(No audible response.)
v / CHAIRMAN CORY: Without object#ﬁn, we will auchorize
the staff to proceed with the public hearings on subsidence
and pollution. ’ )
~ EXECUTIVE OFFICER NORTHROP: Thank you, Mr. Chalrma

CHAIRMAN CORY: Ltem 247

EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Mr.
Trgut will address Item 24.

MR. TROUT: For several years the Fish and Wildlife

Service has been funding some additional staff four the
Commlssion to make studies in areas of hriority and concern
to them, one of these being the Tijuana Estuary. The Fish
and Wildlife Service is acquiring property for &\wildlife
habitat and preserve from the Helix Corporatlon, and they
are, at the same tipe, réﬁuestlng a release from the
Commission for the{homm1531on s Lnterest in that area, a

36 -year lease. The item before you will establish the extent

S W)
\\ \

of the state's ‘bynership within the property surrounded by

&

Helix, and it will authorize the issuatice of a 66- year lease |

to the FlSh and Wildlife Service. o

The boundary will not be a permanent boundary bur

of the area., Representatives of Hellt and the Fish and

- &=
=
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7700 GOLLY" | YOWN DRIVE. SUITE 209 = :
SAGRAx 1.1 T8, CALIFORNIA 05820
TELE/HONE (618) 383-3601

e
7




s
M
.,
1
ﬂfﬁ' 2
SO 3
P L8
5
. 7
® 3
.. 9
S 10
» "
/ 2
N
| 13
g 14
15
..1.} 17
B 18
19
s 20
| 21
A 22
ot 23
24
"¢
’
&

that wishes to be heard on this item?

‘boundaries of the Republic of Mexicouby some intervening

V.
rs) y

and the staff does support the suluﬁion and rucommchds youx'

approvax.

I
|

! { o J . - ‘
CHAIE@AN CORY: 1Is there anyome in the audience
(No audible response.)
= COMMISSIONER MORGAN: - This is the boundary betwéen
jusidictions of governments -- the federabzgovernment and

ours‘ is that right?

MR. TROUT: That's the result, yes., That's.

correct, e
COMMISSTONER MORGAN: There's mo disagreement with
the goverpment of Mexico?

MR, TROUT: Wo.

&

This is separated from the -

State Park.
Okay.

property, including Border
COMMISSIONER MORGAN:
Without objection, Item 24'%111

4
7

be approved as presented. A / 4
f .

CHAIRMAN CORY: -

ITtem 25 -~ thls is the request for authorlzatlon

of the Executive Offlcer to enter into a coopeggtlve ‘agreemend
W%Fh the U, S,
year boundary determirdtion services within Bodega Bay, Sonomg

Fish and Wildlife Serv1ce for $75 000 pex

and Marin Counties, Humbo ldt Bay,'San Francisco Bay, San
Diego Bay:bTijuana Estuary, and the Elkhorn Slough in

ﬁonterey. Is there aﬁyBOdY in thefFUdience on this item?

PETERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN DRIVE, SULTE 208
SACRAMENTO, CALIFDRNIA 95826
=2 TELEPHONE (918) 303-3601
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. 1 (No audible respénse.)
. 2 CHAIRMAN CCSRY: Any questions from Commissioners?
3 COMMISSIONER MORGAN: T have mone.
4 7 CHATIRMAN CORY: Without objection, Item 25 is
® approved as presegted." | |
& Ttem 26 is off calendar.
“ 7 Item 27 -- request for approval of a l0-year”
@ 8’/§77";general léase for commercial use in Freeport, Is theﬁ:e
9!1! anybody in the audience on this item?
i 10 (No audible response.)
* L 1" OUALRMAN CORY: Any questions from Commissioners?
. e COMMISSIONER MORGAN: No. o
f \ 13 | i CHAIRMAN CORY: Without objectic&‘é, It:am 27 is
[Q . 14 appréved. | |
15 I%\em 28 -- this is acceptance of a quitclaim
j 16 | from the Gr;}.//lrves. Are we going to award an additional lease,
ag Ay then? b
: s EXECUTIVE OFFICER NORTHROE: Yes.
\ 19 CHAIRMAN CORY: To?
O;\ 20 - EXECUTIVE OTFFICER NORTHROP: To Mark and Patricia
( ((étﬁ - 21 Nuge'ri‘t, Ward's Boat Landing.
| M\ 22 “ CHAIRMAN CORf: Anybody in the audience on this
® ', 23 | item? 3 “
7 S ,.
T 24 “ (No audible respomnse.)
" 25 CHAIRMAN CORY: Questions from Commissioners?
@
— PETERS SHORTHAND REPORTING CORPORATION
o | T ONGRAMENTO GALIFORNIA 025 -
4 TELERHQNE (916} 383.3601 \\/
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COMMISSIONER MORGAN: (Sﬁakes bgad,) |

CHAIRMAN CORY: i thout abjactién, Ltem 28 will
be approved as presented. - \

Item 29 is trying to clean up the problems with
the leasehold wiéh Anza, is that correctifgn’liquidation?

EXECULFVE OFFICER NORTHROP: That's correct, Mr. =l
) : (> ’

- Chrairman.

CHATRMAN CORY: We are assigning the intexpst to//
N\ //
a group of individuals who are then leasing back to a\rka

proposed parking agency.
Standard“ren;al?
EXECUTIVE OFFICER NORLHRCP: Yes, sir.
CHATRMAN CORY: Anybody in the audience on ILtem

il
29? o ‘ ’ . G S
' )
(No audible response.)
CHAIRMAN CORY: Questions from Commissioners? -

COMMISSIONER MORGAN: ?5,3 No questioms.
CHAIRMAN GORY: Without objection, Item 29 is

~approved as presented.

Item 30 -- Peninsula Boating Associatiom. This
is a'denial, wit;out ﬁfejudice, of an application fox State~
owned property. This is to meet a deadline required b§
statute. If we don't act, this will be automatically

approved.

EXECUTIVE OFFICER NORTHROP: That's eorrect. And

PETERS SHORTHAND REPORTQNG CORPCORATION
7700 COLLEGE_ TOWN DRIVE, SUITE 209 -
SACRAMENTO, GALIFORNIA 95826
TELEPHONE (318) 3833601
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&

established a precedent of doing it.

without any prejudice.

CHAIRMAN CORY: Anybody in the audience on this
item?

(No audible response.) /

CHATRMAN CORY: Questions fréﬁ"Commissionéts?“ms

A

COMMI SSIONER MORGAN:
denied without prejudice?

EXECUTIVE OFFICER NORTHROP: No. We have done

this on, I would imagine, half-a-dozen occasions. ’
 COMMISSIONER MORGAN: I think maybe it's about
time we took some real action on it, T mean, how many times

can we deny without prejudice? )

EXEGUTIVE OFFICER NORTHROP: No. This is the first

time this one has been denied. I thought you meant had we
I'm sorry.

= COMMISSIONER MORGAN: No. I meant had we ﬁone

it before. i

EXFCUTIVE OFFICER NORTHROP: What we have here

i}

is a failure to communicate.

I3

COMMISSIONER MORGAN: I just wanted to make sure

©

\

that'we're not denying without prejudice --

EXECUTIVE OFFICER NORTHROP: Thi;S is the Ffirst
time. | \

COMMISSIONER MORGAN: Okay. Thank'you.

0

CHAIRMAN CORY: Anybody in the audience?
= ‘; 5

Is this the first time we'vgs3l

' PETERS $HORTHAND REPQRTING CORPORATION
7700 COLLEGE TOWN DRIVE, SUITE 203
SAGRAMENTO, CALIFORNIA 05848
TELEPHONE (818} 383-3603
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J ] iy |
i : (o auclibvle xjeépq)ﬁse.) |
‘_ 2 o CHAIRMAN CORY: Wi,thout objectioi;, the cié.nial is i
b C 3| made as requested by the staff in Ttem 30, |
4 Item 31 -- authorization for removal of Str}, ‘_tures i
5 and the relocation and prese*vat:wn of the Crescent S)School
6 | on Grizzly Is lancﬂ, Solanoc County. Anybody in the auéilence
7| on this ltaux?" '
8 (\No autible respons;.")
Cs CHATRMAN CORY: Commissioners?
| 10 COMMIBSIONER MORGAN: (Shakes hedd.)
“ | B N CHAIRMAN CORY: Wdithout ijet’:tion,f Item 31 v;ill
2N N 12| be approved as presented. |
» \\'i}.\. 13 . . ltem 32 -~ approval of beachdardsion project on
@ . 14 Gra».hed lands at Santa Cruz, Are there any questlons from
Z(,'): 15 | anybody in the audience on this item?
't)) 16 | (No audibl‘e regponse. ) |
o © CHAIRMAN coag Commissioners?
u g COMMISSIONER ‘MORGAN: (Shakes head.)
oW - 19} CHALRMAN CORY: Without object:{on, ~»Item 32 is
";’n\‘ 20 approved as presented. : ”
’ r 21 ' Item 33 -~ City of Carpinteria; approval of flndlng
E\ﬁ\ 22 | that a proposed renegctlared 1ease for an ex:.stlng pJ,er and
0 E 23 submerged lands in Santa Barbara County is com,ﬁswent with
| 24 | the grant statutes., Is there anybody in the aulience on
25 | this item? ‘
b P ;

o PETERS $HOR"HAND REPORT!NG CORPORATION
‘ ) 7700 COLLEGE TOWN DRIVE, SUITE 200
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(No aﬁdible‘response‘y

CHATRMAN CORY: Questions {rot Commissioners?

(No audmble Lesponse ) .
HATRMAN CORY: Approved as pfcsnnted.
Item 34 -~ Lhe County of Fresnﬂ wants approvaL

to dréﬁge 100,000 cubic yards out of the 8San JanUln River

near Mendcta. This SOll is used for road ma;ntenance and

other public projects. “Anybody in the audience on this item?

(Nc audible reaponsc )

CHAIRMAN CORY: Without obJectlon Inem 34 18

approVﬂd as presented,
! IWem 35 =~ Union Oil is seeking a 10- yeax dredglng

permlt to dredge 25,000 cub}c yards in Humboldt Bay %o

maintain accéss to thei¥ terminal. Is there anybody in the

audience on this? : ’ 5 ) 4

(No audible ue3ponse )

/,‘

CHAIRMAN CORY: Questlons?

\\\ ! &
COMMISSIONER MORGAN: No questions.

CHAIRMAN CORY: Without objection, approved as

&4 \\ {i G

“presented. )

Item 36syou want ét the end?

EXECUTIVE OFFICER NORTHROP' Yes, Mr.- Chairmar.
~ CHAIRMAN GORY. Tbau was the trade-off? I can't
) e O w y o
double-wioss youway this late date, L%g

Item 37 -- resumption of ¢rilling pperatioms in

GETERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN DRIVE-SUITE 209 '
BACRAMENTO, CALIFQNMIA 95828
55;§LEPHcpua;9iu)ana;aaoglq
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. 1“5«”' thesMolino area, Santa Barbéra County. S
2 EXECUTIVE OFFICER NOR RTHROP: Mz, Chai.rman, ‘this
LB 1tem\ x;ve 've already approved the driluﬂé ‘operations per
“4 se, kut welwe left open the dumping of CuttlngS and mud.
5 The staff has been negotlatlng with Shell for snveral months
B oh this item, and we mow. feel, in looking at the l&glslatlon
7| that was. adopted last year .and the Fact thar F:Lsh and Game
8 | has fn.~ied no ObJ ecr;&ns and that Regional Water Quahty wi 11
.9 mom,tcr the dumping opelaumons, the staff is recommend:.ng
' “20 | at this” time th.—d: we procwd wn.Lh the calendar item,
o /CHAIRMAN CORY: TIs them_ anybody in the audience
| 12 | on this? - : ”r ’ \, o |
13 (No audible rusl\oonse )
14 CHAIRMAN CORY: Any questics? i
sl COMMISSTONER MORGAN: I just want to be sure <=
15 yo& t;“',ld me previously that the envirenmental impact report
17 | had been prepared and heammgs had been neld* 4
18 ” EXECUTIVE OFFICER l\:ORTHROP That '$ correct, Né
‘ 19 | heid hearings in Santa Barbara,, and Mr. Hight hanfle{& and
20 conducted those hear:l.ngs. C g i ’ ﬁh\ | e
21 ) MR HI(‘HT/ \\.ea.‘ 'N"Le hearlngs were ’ne.ld a;w.d tﬁhere
‘ 22 | ware c/:/émments on the emﬂi ronmental :meae,t» And I think that
23 a;iparently those comm&ntl have been taken into cons:,r}eratlon
o - 24 We expected someone here today with some OPPOSlth\T\L\‘ but /
o %3 that appalent ly dmdn t happen. ((\ j,‘. : \
_— . {q
% " PETERS SHORTHAND aﬁpwnwdconpoamon |
Ny A ‘\‘éL‘éFHUNE 816} 383-3801 : ¢
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COMMiSSLQNER MORGAN: T guess we should proceed.
'CHALRMAN CORY: Ckay. Item 37 will be approved
as presented. | ‘

Item 39 “i- request by Geothermal klnetics for

. extensi on of its permit at Boggs Mountaln They have

finally mnow recelved theiy’ permits? B

‘ EXECUTIVE OFFICER NORTHROP: Mr. Chairman, as I
understand it, they have received all LhELL local permlts.
They're ready to go, but lt me ans thelr term is going to
have to be extended because it took much longer than we
thought. . “

CHAIRMAN CORYz Is there anybo£§xrn»the audience

on Item 397 d’ - &

Sl . Yes, si‘rr’7 : ,

MR. BANISTER: Mr. Chairman, I =zm John Banister

:wmth Geothermal Kineticss

CHATRMAN CORY: Come forwards Are ‘you happy with

thlis proposed extension of time? ae
: . E

MR. BANISTER- Yes, sir. Just ome question. On

page 4 OF the calendar/rtems report it indicsztes that we

hould pay damages in the amount of $189,25Q. That £igure

should have been corrected to 89,9 I juqt wanted to be

2
- 2

sure that was done.

A

CHATRMAN CORY: My copy does say $89,250. .
MR.,BANISTER: Fige. Then I ha&e no obgect&ons

\\

o ‘ PETERS SHORTHAND REPOHTING CORPORATIQN
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#TELEPHONE (916f 383+3601
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Counsel indicates -- they've been working on that -- that
] - they g on

- Banister may have gotten an earlier copy.

notice time. Rather than extending from the mailed notice,

anybody in the audience on this item?

4 >

A

at all. Thank yous
EXEGUTIVE OFFICER NORTHROPé;/That‘$‘cerrect.}

that is the correct figure:‘ $89,000 --

CHATRMAN CORY: That's what all of our recogds‘

show ?

EXECUTIVE OFFICER® NORTHROP: Yes. I think Mr,

CHATRMAN CORY: Okay. Without objection?

COMMISSIONER MORGAN: Okay.

CHAIRMAN CORY: Item 39 will be approved as
presanted, 7

Ttem 40 =- autﬁorizatibn for the Executive dfficer
to file the final revisions,on geothermel development regs.

These relate to surface owners so that they hdve a better

it extends from when they_recei%ed it or five days. Is there

- (No audible response.)
CHAIRMAN CORY: Questions? A\
' COMMISSIONER MORGAN: I think it's”a good idea.

CHAIRMAN CORY: Without objection, Item 40 is
approved as presented. | -
Item 41. ,EiemHAIJiQ authorization for the Executive

: .
Officer to submit comments to the Depariment of Enevgy
) -, [ D

ISETE'RS SHQRTHAND REPOR.TING CORFURATION
D . 7700, COLLEGE TOWN DRIVE, SUITE 209
' SACRAMENTO. CALIFORNIA 05826
TELEFHONE (816} 353-3601
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*aVOrlng the conLinuatL¢n of the present Mandatory "Petroleum

Allocations Repulatlong Program unLil controls explle in

g

'81. This is the gradual phaseout -~
EXECUTIVE OFFICER NORTHROP: This is the
continuing phaseout: father than the changlng‘

CHAIRMAN CORY: Is there anybody in the audﬁencg

on thls item? s

\A (No audible rééponse y v \"

CHATIRMAN CORY: Any quesLiOn“\from Commissioners?
COMMISSIONER MORGAN: This is a contimation?’

~

MR, THQMPSON: It somcwhuL, more or less, of
‘a control. Really the wholo thng is goirig to -- if they .

don'’ t get Eid of it pretty soon, we“ra going to have to have
AN

revvrsal eantlemknt of some kind. ”ﬂ

;/

EXECUTIVE OFFICLR NORTHROP: .It no longer

\\ <
accomrllshes what it was ozlglnally intended to és:w

CHAIRMAN CORY: Without obJectlon Ttem 41 will

be approved as presented. P
\ G= Item 42 -~ w
A EXECUTIVE OYFICER NORTHROP: Mr. Chairman, Mr.
Thompson w111 hand}e this item. T f‘ﬁ

CHALRM@F CORY: Th*s ig llke a parody of

N

Vaudeville magician act.: You ve got tlé beautlful 1adv Wlth
: N
the peinter and the u 1y maglc1an

o0

- (Laughter. )

i N
|

PETERS SHORTHAND REPORTING \,QRP"DRATIDN J
7700 COLLEGE TOWN DRIVE, SUITE 20y - ( ,/ a
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+ calendar item on the status of our caustic flood here, and

‘sLnil geem to be noldmng up. At the preqent time you can

15

Ny MR, THOM@SONL And it's 30 close to Christmas.
CHATRMAN CORX%ANBaéi/ﬁumbuP! Go ahead.
COMMISSIO\IE}/ MORGAN I would never have said that.
(Laughter.) ] )

MR. THOMPSON: All right. This is an informal

really we Have nothing 'to report because the caustic is just

g01ngJ1n now., The positive indications are that we have

no bypassing of the alkaline material, and the llmltlng fau1t§

suv "that we 're producing above this particular decllnlng

curve., It really has\nothlng to do with the alkallne material.

That was merely to prepase _the=injection wells and producing

B
N
]

wells. i ”
The federal governﬁent»pérticipateq 40 pércent
in this project ; They have already put in their 40 percent
6f Lhe orlglnal ﬁ 1.6 million. And they, of course, also
have the right tqkbe reimbursed out of the inhcremental oil

betweeh those two lines.

, /! . , -
,/ CHAIRMAN CORY: If the base case waterflood

Jectlon ls\the dotted line, and we did some remedlal‘work

relatlng to injection wells that didn't rélate to that, are
they poing to come in and claim that because we did that
remedial work, they get credit?

MR, THOMPSON: Yes., Betjuse they actually sperit

PETFRS SHORTHAND MEPORTING CORPQRAT!QN
L= 7700 GOLLEGC TOWN DRIVE, SUITE 208
= SAGRAMENTO, CALIFORNIA D5028
TELEPHANE (716} 363-3803
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about $4.5 million of theirjmoney doing thagﬁwork.
Fine. {?}\
N
And they have gotfen back about

CHAIRMAN CORY:
THOMPSON

Okay.

MR.
eight or nine hundred thousand dollars to date. By the end
of the project time, which will be the end of September ofih
'81’2223y should get back #bout onme and a half to two million
dolla;;Abf their four and a half million dollar investment.
S6 in other words, they were merely helping us out,

g \

< CHAIRMAN: CORY: Okay.

MR. TﬁbMPSON: We have also prepuvchased the .
chemicals for the rest of this program, extending clear out
through 1985, and we' re recovering about 75 percent of that
particular prepayment under the attritiary prOVlSlOH of the
DOE, where under certaln attritiary projects you're allowed
to takékcontrol}ed’oil and sell it at uncontrolled prices-

and use that incremental to pay this current enrollment.

And this is the one you appxqved some rlme back for about
$10 million for prepurchase of chemicals. “

i BN
CHAIRMAN €ORY: In terms of cash flow, we’ve spent

10 millior=this current fiscal year?

MR. THOMPSON: The whole project here was commltted

fi

for an 11. 6 commxtment by the federal gOVelnment On thlS

partlcular(prOJect we've spent to date probably 2O‘m11110n

gounting out prepurchase of chemicals., Because they were

“only supposed %p stay in through ‘81,

\

PETERS SHORTHAND REPORTING CORPORATION
7760 GOLLEGE TOWN DRIVERSUITE 200 T

R SAGRAMENTO, GAL JFORNY) 85825
B 'ELrPHQN‘ {518) 983, %01
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CHATRMAN COR?# But I mean in texrms of cash flow,

I'm trying to figure out what year we prepaid the chemical
purchase.

MR, THOMPSON: We prepaid the chemical in, I

“believe, November -- some in August and somé in November -

and we'll make another payment in January.
CHAIRMAN CORY: So it's all the current fiscal
year? |

MR, THOMPSON:

<

All the current fiscal year. And
we will get that back through[contrclled 011, sell@ng it
In other

words, Wbu bank the cost and then each month as you come
up in coﬁ\wolled oil,; you releabe that at uncontrolled prices.

So you're paylng lt back monthly.

And we'll report on this quarterly as the project

goes along. Y,
_ COMMISSIONER MORGAN: Is there\\\ba point at which
we start maklng a profzt? \ : |
MR? THOMPSON: Well in effect, weﬂthlnk‘we have

made a profit already, Because in effect, 40 percent‘nf

the 1ncrementa1 deal to date: is $900,000. So, 60 percent
of that, wh&ch is our share,- would be somewhere around a
mlllion and a half dollars. 5o at@phls pgrticular rate,

we'll pay back probably in two ox three years, which we think

is a good payhhack‘period.

PETERS SHORTHAND REPORTING COF\S’ﬁHATiOﬁ

7700 GOLLEGE TOWN &HIVE SUITE 208
SAGHAMENTE. CALIFOBNIA D306
TELEPHONE (816) 3833601
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" | T | COMMILSSIONER MORGAN: So you' re DAk  taking all
® 2 | the revenues and paying off the loan First, \‘.L'c;“*'re sphtting
3 3 MR. TEOMPSON: Hach of us splits the money. In =
Y 4 other words , of each incremé*{\;t we take 60 pe,rcen;: and the
® 5 Qfederal government takes 40 percent.

6 .COMMISSIONER MORGAN Okay. Of $20 million?
e, 7. MR. THOMPSON: 11.6 was their Commitment Anything
b - 8 over that, we have 100 percent. And aftax September of 1981,

¢ | we get a hundred percent of the J.ncremf*ntal o:.l too. So.
:? s o 10 | we bengflt £rom the program after September of '8l. It
J@ v 11 )accruc_s( to-us 100 percent. ,
o 12 COMMISSIONER MORGAN: Have we mzid‘e what we put
d 43 | into it yet? | |
14 MR. THOMPSON: No. But again,“;' we're ldbking; at
w N | 15 | this two to threé¢ payout time. And these expenditures
16 | started bark in kabout wmid-'79. ;
e  COMMISSTONER MORGAN: So at what point do we hit .
s IRt 33’ K‘$20 mlllz_on - I guess that's the i‘naglc number that lepres;nrgli:
‘ “ 19 | our expenditures? ’ .
}';? CLee “ ' 20 MR. THOMPSON: T would és}:imaté. that waould p}:ob,ably
; ’ 21 | be the fnrst part }of '83. | ) , | -
ol COMMISSTIONER MORGAN: Oka\]y. Thanks.
® . P CHAIRMAN CORY: Okay. That completes 427
| 24 | | EXECUTIVE OFFLCER NORTHROP: That completes 42,
‘ 25 | Mr, Chairman. : & \
@ =
,, | PETERS SHORTHAND REPORTING CORPORATION
o |
. 1\ . ' . TELF.PHONE (916) 3833601
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I So what we have had recently is bad. Andias yoti céme out

[#
i - : /1 —
. e
, A— — =
: /" ‘\ / e, :""’("/ [‘I 19
| ' : : AU
\ \\ \ . i

i ¢ b = e \ .
CHAIRMAN CORY; Item 43 --%fourtH modification --
revision of economic projections., | §f S

“ MR, THOMPSON: be»%gllfif:we Qoul& see

t might
th;t’ﬁroduction ;urve, Would you put that up thete,:Dianne?
) All right. ‘This is the oil raﬁe for the Long

trend back”;n this period

Beach unit. And ypu can see, our

of time, we had a very good month in November. And I think
that pfobably for Deéém%ew we will probaﬁly make 64,060;
which will be about at this poinéadownvin here.’ So you can
see wo are flatlening the oil-range curve out -- which again
is your angwor Eo~whe§e our payouj; comes. '

EXECUTIVE ‘OFFICER NORTHROF: This is partially

"responsible for'what we've discussed the past couple of days

in"the loss of revenue in production. Because this bit

bere (indicating) ;ost nearly a 3,000-barrel-a-day loss.

As you know@‘our revenues fol}ow production by about 60 days.

this end of-the year, we will pick up additional monies.”
MRt THOMPSON: Of course, the major reason for
our decrease in gross revenue is seer on those two curves .

on your right over there. You taike the top curve up'there,
0 R ,

‘the blue line, is the uncontrolled“priée. We're selling

all of outr crude now at uncontrolled price because of this
prepurchase costing. And you can see that actually for a

. LN ' . .
year now we've had no lnc%éase in uncontrolled oil price --
N

K

_PETERS SHORTHAND REPORTING CORPDRATIO‘N
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actually that}s a 15 cent decrease since the fivst of Ehe
year. And Ehe impaet, of course, you see on the curve Jﬁst
below that. The line with a siopé on it was the dollars,
per barrel we thought we would gét from revenue, There's

a slope to it. And acLually, yéu can see that ths\has been
flat. The reason forxr thlw is, of\gourse, the estymates were
made last March, and we antlclpated ut that tlme a centlnulng
crude 011 price increase that hasn t matyrlallaed 80" of C
course, that reflects back into th;n thg difference betweep
the gross revenue on the left there aﬁdgtﬁeitcﬁ one we -

4

CHAIRMAN CORY: WhnL has h*storlually been- the

frelatlonshlp betWeen uncontxolled domestic ﬂll prices and

what the scoundrels at OPEC are d01ng?

7

EXECUTIVE OFFICER NORTHROP: It dependb on
aﬁother ~~‘there's another factor that tomes into 1t and

thatlis the production volumes that OPEG has been using.

riBJ 15 the Saudls cut baék, I would imagine our price increase,

WOuld veflecr within about 60 days. But if they don't,

I/
hlStOILcally -- everything being equal -~ we're fbur to six._

months behind them on 1ncreases.~

ok

‘ﬁtﬂ MR, THOMh%ON There was no response a$wa11 to

Dy

tHe $2 increase in Saudi crude about three. or four “months

ago. : ;
™ EXECUTIVE OFFICER NORTHROP: We haven't gotten

PETERS SHORTHAND QREPOR‘TCNG- CQRPORA‘!‘!ON
i ! o 7700/COLLEGE TOWN DRIVE. SUITE 208
SAGHANENTO, CALIFORNIA 95028 Y
TELEPHONE (918} 483.9801 ]
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. ! anythlng on that yet but vo lume stayc.ci nr) j
b ‘ \a 2 ¢ MR, THOMPSON: And agaln, Saudi cruae is not
\ 34 imported into Calif’oﬁgnia as such. ko agaz.n, :LL Yy k’Lnd of

4 . 4 | a retroeffect you gét. Indonesian crude is the main crude

ﬂ 5| we get in here, a;gd any excessl,:i'-yst: shipped hy. We get a kind

oy \ 6§ | of tipple effect on p\:_z.oces from that.

e 7. CHAIRMAN CORY: Okay. |

®- i 8| . COMMISSIONER MORGAN: I £ r;.venuesm follow;production

. 9 ?r about 60 days -- ' (v o
o ol L. LXECUTJ;&;. GPFICBR NORTHROB! - Depending on other

®. MH factors -- oh, youmean révenues? Yes, Ry about 60 days.
v 11 COMMISSIONF:R MORGAN: ~- shouldn't we be able to
i V 13 | predict twa %nonths ahead of time what ‘tihe revenues are going
L wlowe, o
l[ ; © !5 EXB U’"IVL OFFICER NORTHROP Yes. As a matter
}‘ 0 16°| of fact, we 've done that on the windfall proflts ta:x
Eﬂ . 17 | obligation and other things. "
o 18 ,copms\*\}gimg MORGAN: Okay. I
§ .18 " MR. THOMRSON: This is the difference between
% ‘Y 20 e;tzn.matlng ot amonth~by—-month basis afil trying to estimate
’ | ( , o 21 | for a year _ | \\

U 22 COMMT S TONER MORGAN: Okay. .

Q 23 s EXECUTIVE OFFICER NORTHROP: I‘:‘:ee what you're

B ' ; , 28 pebri:.ng at, though, and the peint is well taken. - But we

R q” 25 "fel_,.ta to take it the hext step further, we feltl\_, additionally,

o RS 5 // .
C A \\‘\\‘;\ " © PETERS SHORTHAND REPonﬁﬁ; conpon&’(&an

@ o VN T mseemaenmm 2

o ¢ { "TELETHONE (916) 30-2001 :




/ V‘ 22
11 the windfall profits tax would prhbably overcome /om‘j:pzjoblem -
2| and it would not require revision, o \K\\;‘l‘
3 ‘COMMISSTONER MORGAN: - But ve still don't know if |
4 | your annual revenue report requires 1&?1 sion? o |
5 ) EXECUTIVE OFFICER NORTHROP: - Right.
. 6 COMMISbIONER MORGAN: But we 're below 'plo_’] ectlons‘?
71  EXECUTIVE OFFICER NORTHROP Wi're below |
G E 8 | projectiofis. And as soon as ve. have S'gme changés, we'll
- 9| get them in. J
. 10 | COMMISDIONER MORGAN: But ‘yo‘m‘:: prodections ;;we‘;i\:e
e .. 11 | based, on h:.gher £low t‘h&n now. - ” / &
. 1y ° EXECUTIVI' 0111'1.(,13’1 NORTHROP: Yes. = They fveré based
‘ i3 | onva higher flow and a hi.gher p:x.“l.ce Ana vzindfafl profits
| 14 | do not affect this. ’ i,
Q‘L 15 ‘ MR. THOM?S@N  Are you goﬂn".ng back to ﬁhe August
S N e ‘px.O_']eCthI‘lS or the more recent one? ) A ‘
AR COI'ﬂVIISSIO\i\IERF MORGAN: No, the more recent one.
x kE / 18 | Why we were surprised. © |
) g e EXECUTIVE OI«I‘IGEP NORTHROP: And/’e 1nd1.c)ate.c1 ‘to
® :26‘*'\ Finance staff that the:.e, was a problem ‘ ‘\‘
‘{f}? e .2 ' v . CHA"'RMAN CORY Okay. You want approval-of tha ;
’ o 22 | Board's modj.flcatlon‘? |
®. . 23| . EXECUIIVE OFFICER NORTHROP: Yes.
ig SO 24 ~ CHAIRMAN CO“\Y Wltnout OJbectlon, the fourth
25 modlflcatlon is approved Right awyay you come back with
® A
‘ J ) . )
".\‘\. B ﬂ . Lok ; ~ . i - P
o &t v a PETERS SHORTHAND REPORT!NG COﬁPORATION
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_the fifth one.

COMMISSIONER MORGA@: Is this one that costs

money? - e

EXECUTIVE OFFICER NO%THRO??VYThis sixth one is
wherc you get hurt. - v‘
© COMMISSIONER MORGAN I1'11 watch for that,
'CHAIRMAN CORY: What are you 5giné in the F£ifFth?
MR. THOMNPSON: We want to change the plan to

récomplete wells into another zone, and the budget item

‘didn't have the momey, so we'd like to get:the money for

that. What we have is two idle wells in the channel zomes.

There[g no point inigoing through this, but here's a drawing
One of these wells was originally

K B

completed to a depth of about 10,200 feet.

ofﬂone of the wells,

It's uncomplete
in that zone. And it will now brlng lt;back up and produce
at somewhere around 4,000 feet. So it's a question of
salvaging. A new well costs us $400,000, and this way it
will be qlSO 000 ta $200, ORO H
'CHAIRMAN CORY: Okay. The fifth modification is

apéfoved as presented, )
, 'Nm?vﬁmr'the coup de grace.
two fbr\to§s; right? ) S
EXECUTIVE O FFI CER NORTHROP:
COMMISSIONER MORZAN:

% CHAIRMAN CORY:

i

7 ' ®

~ hieven.
Eleven.

Eleven, two?

0y - .
i "
}/

You want a million,

PETERS SHORTHAND. nEr—cmmG CORPORAT;ON

7760 EHLLEGE TOWN DRIVE, SUITS 209
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MR. THO&PSON: You have the numbers all right;
it's theﬁdecimal point we have trouble with.

‘}CHAIRMAN CORY: Are we goinﬁ to have a dog and
pony show for this? | o

) MR THOMPSON: We thoﬁ%ht we might try to Softeg
it up, having appliéd for $11 milliom.

Now the Commission originally authorized the
purchaee of two drilling rigs, and there are two different
styles. |

~-000~--
QQ{ The most recent one being approved“was T-6. And
what this is, is wo're asking to purchase the drilling

equ1pment thHat goes inside of the derrick. Thege derricks

are movehehy\bydnaullc grippers that move on’tracks, so this

’whebe derrick moves over to the next location.

/
v

et g
1o ~=-000-~

One of the main things is the difference in how

~

t@ese rigs are moved. nght here are the hydraullc grippers

A

used to move the derricks. What they do is grip the flange

of the rails &ahd hydraulically pull the system. The system

moves In two parts. J§ -
--000-~

o !
o This is andther version of this hydraulic moving

~equipment. This is th§\§ontrol panel for it. And right.

here is th@#geparation from what you saw before. This side

PETERS SHCRTHAND REPORTING CORPORATION
) 7700 COLLEGE TOWN DRIVE, SUITE 209
& SACRAMENTO, CALIFORNIA 95627
TELEPHONE (016) 383-3601
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would be the mud tanks and pipe vacks, and this is the

sub-base on the derrick itself.

‘ . =~000-~ -’
:./J o ' '7 B “n P
\And this is an actual shot down +- and, you can
\\ . i N -

see the grippers actually gripping-d?ffereﬁt pérfs. That
goes over the flange of these rails,lgnd this hydraulic
cylinder extends and actﬁally pushes.or'pulls the rig along.
~-000~- |
7 ~~a00~ -

i Y
Be fore Lhat we had purchased mhls rig,”P-5. I&’s

~ a portable rig. This dcrrLck.w1ll %ctually lay down” and

move from locati@n to locanimn - rathgr fram igland to

island. From location to location, we" tmove thlb by a rléj/

moving systen, whlch yoti can Just barely see -- these wheeled|

things here. y .

This is another shot of the same type of dexzick.
”~—oOo--
--000=-~
Now again you can see the movmng system -~ .the

large rubber tires, There's a large beam that goes rlght‘

‘through awboxfsection of the sub-base. It goes through and

when you're readyﬁﬁo move, it actually lifts thls whole sub-
base afid derrick: It 1ifts the derrick and sub- base on these

wheels and moves on to the next locatiomn.

PETERS SHORTHARND REPORTING GORPORAT!ON
7760 COLLEGE TOWN DRIVE, SUITE 209
SACAAMENTO, CALIFORNIA 85836
vy TELEPHONE (3181 383-3501
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s X ,CHAIRY\N CORY: Wha\ 1s the cost=pf thap type of
‘ a . ; X, R i
2 rlg? ;‘ // . N
: o
3 MR. THOMPSON ,\Q \s 1s the type of rig we 're
4 | proposing to purchase -- about $5.5 mllllon each«
@ I CHATRMAN CORY: And ‘the other?
7 “JK \\ : v
<D MR.  THOMPSON: @&y the time we renovated the derrick
‘ 7| and got the mud tanks and everything, about theﬁx,,gﬁéme amount
& ~ ‘ ;
of money. Y
9 | k ( ‘ ~-00g~ -
1 This is a closer view, and if you can see, it takes
h 11 | this rig up and moves il to another location.
. 12 N «=~000=~
. < E] This part\ cular island that this picture was taken
@ 14 | on happens to have“ the same.track system iFhai‘ the other
/f /
15 derrlcks have, and these rigs w:Lll be flexible’ enou§h t?
16 | be used on two islanad locar:l.cms and the pier as well.
,,ac 17 CHATRMAN COKY: Are those pneumatic tires? o
> L e : .
18- MR~ TEHOMPSON: «Yes.
19 --000=~
. s —e000 s 4’ ) &
21 " This shot is, again, a closer view. ) .
¢ o
22 «—QOo~~
E\ 23 Here again you can see how this beam goes right
\\ 24 | through the sub-base unit -and physically jacks it=p and
W | ) P ’ v \ b
25 | takes thé weight on there. \ 4 ¢
o ,
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‘ Y, o
/ 1 - =000~
@@ 2 . Now, the~reapon we're asking for this extra
3| drilling equipment is two-phased. Actually there's a payout
4 | in the purchase of the rigs thtmtelves if we want to stop
® 5| using contract rigs. .We now, at the present time,‘. have two
’ 6 contract\: rigs. There'ﬂs a three-year payout if we would have
: 7| 'these oﬁrsélves, But if we continue the suBzonlng development
@ k 8 | we have right now -- for example there's a co].ored electric
91 log: {IELG, and a lot of our wells are completed in the ;ellow
) ¥ 10| and gleen seé:tlons So what we're dolng now is we're startin
@1 11| to drill in-£ill wells and subzoning to where we Will comp let
12 | the green separately and the yellow separate \“-— both |
k3 | projection wells and producing \{}ellg. And thig\ will give
® e ‘iixfn 14 | us batter coverage, beLter aerlal distribution, and better
7 15 | distribution of our wat\.ar as we move along up the coast.
16 Then, in some parts of the field, we've actually then
8 17 | included the red section in there:}) So definitely, this will
18 | be another area in which we'll s{;];zone and break out.
E ‘ 19 | So this is the reason we're going to need probably
]0 o } 20 \f;"om 200 to 500 more v}ells. And uﬁ‘nless we start\:»with a'
k21 | certain finite nu,mber*‘of drilling "i}:igs, the drilling program
, ,22“ extends out 15 or 20 years, and it's~fiot worth it. So with
;jo 27’3 buying twod moxre rigs,‘we wi 113hav’e the flexibility at this
o 24 | time they're delivered, which would be 1982, of maintaining
\\ i5 tex{;’_frhi‘gs or cutting back to our present eight rigs by
o ) - 7 0 A \\\\
2 i '

Ol‘*ETERC‘S SHORTHAND REPORTING CORPORATION

7700 COLLEGE TOWN DRIVE. SUITE 208
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- letting go two contract Tigs.
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 have drilled enough'of the subzone wells to see the economics

throughout the whole field.

rental on

rate, and

ylg would

these for

the field
E O

° MR."THOMPSON: 1990.
rebid at that time.

the contract.

costs, so

’ COMMISSIONER MORGAN:

CHAIRMAN CORY:
MR. THOMPSON: Two.
What's the &nnual rettal?
MR. THOMPSON: The annual rgntal?{
COMMLSSIONER MORGAN: Do you haveéan annual)
'Ehbse? ”

MR. THOMPSON:

£ O

- :
"Actually it .comes back to a day

the annual rental on that would be, that type of

probably cogl, I imagine, .about $100,000 a month,.

COMMISSIGNER MORGAN: So the payback point is --

MR. THOMPSON' About threse years.
COMMISSIONER MORGAN: And you anticipate using
15 years? 0y

s

MR, THOMPSON (Nods head. )"

COMMISSIONER MORGAN When is the contract for
up ?

But Lhen the contract is
The fleld 115@ is beyond the end of
CHAIRMAN CORY: We pay for all the development

the hardware is ours?

MR. THOMPSON: Yes.

\\\ - Y

We think by that time we will |

How many coptract rigs do we haw- ™
7 N

This is completeiy unit-owned

PETERS SHORTHAND REPORTING CORPORATiON
7100 GOLLEGE TUWN. DRIVE, SUITE 209
SACRAMENTO, CALIFORNIA 95828 .
TRLEPHONE (916) 383-3601
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cquipment. We would have contract urcws operate them,

CHAIRMAN CORY: Since we'xe blowxﬁg the pool anyway
- uhc“electric log is éctually a measursment of what?

MR. THOMPSON: “The left side is a measurément of
the rock charactcr: and the right smde 15 a measurement of
the fluid saturation. In other Wordu, as ycu move to tHe
left, on the left side that indicates sandier, more porous
\materialﬁ Atid 1t moves to the right, more dense material;‘:
}ike shale. So whaf you'ré looking for is movement to the
left, and you're looking fér a reglstive flﬁid in the£E'whiqh
is:o%i rather than saltwater. So you're looking for a
departure to %he right.‘ You're looking for an hourglass
effect. 8o whenever you're seeing thing51m§§§%are moving .

i

apért, that would gemerally tell you that you are in an oil
sand -- just in general, _‘ | )
'CIIAIRMAN CORY: Your vertical axis represeﬁts éhe
distance down the hole? T s |
) MR, THOMPSON There are drill depths.on there,
and éach one ot those numbers are a hundred feet apart.
CHAIRMAN CORY: And 1t moves 1inearally on the

P

vertical axis? e

MR. THOM%SO&: Yes. That is %Ot vertical depth.
That's true driil depth, Becausé%these are deviated hdles.
That section there happens_t o §how all oil-saturated sands,

If you look up atwthe very, very top, you'll see wet sands.
; g : ‘ .

A

PETERS SHORTHAND REPORTING CQRPORATIC&N
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" in them *s still going
w_that, probably for our purPOﬁﬁs, has lnflnlté "life.

made out of steal.

| this is just the puréﬁase

And vou can sce the departures to the left on the left 51de,

but on the vight slde, thi is not =~ starting below ‘that

A

you have oil gaturation.

COMMISSTONER MORGAN: What is the life span of

the rig?

e

Fifteeﬂ’tﬁ’twenty years. There

MR. THOMPSON :

are some rigs in whxch the basic compouent&, the basic steel
The rlg base and evegythlng like
It's

A\

The ma;n bowpouentq of the rig probably

30, 40 crears. The moving

have eonsidarab]e life -~ 20,
equipmgnt and gome of the ‘ot ex palLs have to be replaced
The uloctrlc motor might have a life of three ta flve years.

COMMISSIONER MORGAN: Who does the maintenance

on th;’contxaft rigs?
MR, THOMPSON:
COMMI?SIONER MORGAN:

(ﬁ%ds head.)

'The contractor himgelf,:

And they pay for it? ’
he ‘ i
Under some

I :
MR. THOMPSON:

cireumstén@dé. In the end, you usuali& endfu?'payfhg for ¢
it -- either in the”hourly rate of in some particular part”
of the contract when you have to maintain a cettain pa;t

" You!' re going to /

of the equipment., Thera s no free lunch. |
pay for it, plus their vverhead and their profit. C
COMMISSIONER MORGAN: In your estimate of costs,

price?  You haven't figured any

/

Y \?\PETERS SHORTHAND REPORTING CORPORATION
776 GOLLEGE TOWN DRIVE. SUITE 200
SAGNAMENTO, CALIFORMIA 05026
) ,' TELEPHONE {936) 163.2601
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of. And‘W{Eh that type of rig, we have to lay it down, take

wmaintenance cogts of the xigs? @ o S

R, THOMPSON:/ No. That would come sach year in
fbudget‘ Lhe payoff indicates we would have to pub in a
certain amount of malntenance costs. !

COMMISSIONER MORuAN- ‘Maybe 1 worked the numbers
Wrong, buf I don't get a three-year puyback ;

T MR, THQMPSQN. Probably becaﬂse I've given you N
“thé wrong méﬁthly rate, I don't “have Lhaﬁwone rlght in my
head righé now. | | |
Al COMMLSSIONER MORGAN: But your estimate is that
when you compare ccntraeﬁing,fcr a rig with purchaging a
vig, you make moncy after the thsrd year “ .

MR. THOMPSON Another thlng that doesn t :ndzcate
in here is the cost of’contract rlg movlng, dependlng on -
how far we have to move them. It's anywheré from $30 to
$60 thousand &o move from one 1ocat10n to another, gcaube
each rig is mot portable ”
/\”OMMISSIONBR.MORGAN «The ones we re using.

MR. THOMPSOV’ The two contract rlgs we're usmng
Whereas, thh this type of rlg,'we can move from one
' gl

location. to another in- a matter of maybe two or Y three ox

four Mours, using no cranes or anything like that to spesak

the sub-~base olit, do a lot of crane werk and that kind Of

- s
B

thlng. Sb it gets expen31ve. Sd}that 8 1ncorporatpd in
’ y,

ik //

PETERS SMORPHAND REPORTING CORFORATION
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O \EXECUTIVF OFFICER NORTHROP: . January.

the payoff comsideration.

If you want more detail on this, I'd be happy to

il -

get it for you. > o Do ‘4‘h“ -
COMMLSSTONER MORGAN I d be a 11Lt1e more

w " it

comfortable if I could gdu some of the fiscagl 1nformatlon
,for a better understandlng of the retuxn on thls

1nvestment But L don't want to hold you up if you're at

i

Me.p01nt where you can'meve ahead,
\\

e

MR THQMPSON: We're trying to get these rigs on

scngdule, so we'll be on with the dgli&ery-t@me and everything.

A
N

CHAlRNAN CORY: How long will it takﬁ‘to get that

1uformauion together? . ]
\ COMMI SSIONER MORGAN: s,IL dc:pe‘ndfw on hoW many

{
questlons I ask.

' MR, THOMPSON: That can be telecopled to: you

probably tomorrow. )

/1:

4

/ CHAkoAN CORY- What I was thinking of doxng was

i

, yapprov1ng it subject td your belng sat:sfled Lomorrow.:

EXECUTIVE OFFICER NORTHROP It's s not work we have
to: generate. We have already justified the numbers. We

just don t have them with us ‘is the problcm.

\
S . it
st il
w
l

/ CHATRMAN" CORY: Can we approve it subject to higre

,, [ . | N I
véto aftdr she sees thﬁbackup data?

A

COMMISSIONER MORGAN%’ When's the next mpetlng? K\ﬂ

ot

{vg

L

N - -
o _PETERS SHORTHAND REPORTING coapoamon
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MR, HIGHT: (Nods head.)

LHAIRMAN CORY: And 1f you don't like 1t‘ it's

goimng to be on the calendar n&xl month. If you do like 1t,

then go ahead. , ' \/" Ty
. - R . %’

COMMISSIONER MURGAN: That's good! . But

Yo
Lo
L/

Tlnu.
|

I.do think: thls is a healthy expenditume, and I'm sure that

before you méde this proposal you did a cost estimate.

EXECUTIVE OFFICER NORTHROP CIt's been done three

times.
COMMISS]IONER MORGAN Okay 4 8

MR,

I’]l make some phone calls, and I'm siwe we can get & good

'I.‘}HOMPSON~ Dependlng on th@ size of the g%ges,~

pdrf of it up here by express mail by 10 00 in:the morning.
Because I would like not to have to wait until January*

Okay. We will approve, Ttem 45

/f

CHAIRMAN CORY:
subject to --

o EXECUTIVE OFFICER NORDHROP: Mr. chéirmaﬁ,.x*ﬁ”

like to have some klnd of a. firm 31gnoff by Mq Morgan so

we can gOIahead on, it after‘we get the 1nformatﬁpn.

CHAIRMAN CORY: Okay You brlng it by, and if
we've got two members that sign, yoL re on. Get two
” 31guatures yather than one.

'COMMISSIONER MORGRN ¢ Qkay. -

CHAIRMAN LORY' fhat s called sharing the gUllt

46 ~- this is authcrlzatlon for staff to prepare
//~
=

(v (A

, PETERSSHORTHANDREPORTRKEGORPORNHON \ P
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V] litigation and litigatencn the Dana Point Grant if they're
2 | unable to resolve the differences with theECoun;y of Orange.
3| That was, I believe, discussed previously in Executive

4| Session. Is there anybody in the audience on thlq‘ltem7

5 o (No audlble response.) Tl

6 CHAIRMAN CORY: TJ:.Lhout’ objection, ILem 46 is

7| approved as presented.

8 | ‘: Ttem 47 «~- this is to reatify dismissal of three
9 | remaining causes of action in Amigos de Bolsa Chica, et al,

10 | versus Signal Properties, Inc., et al. Is there anybody

11| in the audience on this -item?
-

12 , (No auéible &e3ponse.)
qQJw%é e CHALRMAN CORY: Anything from Coqpissioﬂe;s?
“ | " COMMISSIONER MORGAN: No. M -
15 CHAIRMAN CORY:/ Without objection, Item 47 is
16 | approved as presented : i
= N ~ Item 48 -- Valley Nitrogen Producers, in bankruptcy
/} 18 | This is settlement of i;sult cuttlng the alleged damagen -

19 | by 50 pexcent ‘and then puttifig us in lxne~w1th.the rest of
,%Ollthe creditors. ”We 11 probably be” gettlng about 20 cents

21 | on- Lhe dollar of that half. Is there anybody in the

22 |" audience on this item?

et

23 "~ (No sudible respomse.)

24 | = | CHATRMAN CORY: Without/objectien, Item 48 will

25 | be approved as presented.

PETERS SHORTHAND REPORTING COBPORATION
o ! 7700 GOLLEGE TOWN DRIVE, SUITE 200
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35

Ttem 49 is cession of concurrent jurisdiction at

Moffett Naval Air Station. This relates to crimﬁﬂal ]
jurisdiction as opposed to civil. Is there anybody iémthe
‘audience on this item?
‘ (No audible rg;Pqnse.)Q

,CHAIRMAN‘CO§§;»kQﬁéstions from the Commissioners?

COMMISSIONER MORGAN: (Shakes head.)

CﬁAIRMAN CORY: Wit?ouﬁ objection, Item 49 is
approved as ?resented. - /

Item 50 -- this is disclaimer of any titular

i

-

interest on redevélopment yroperty on Signal Hill. We have

XECUTLVE QFFICER NORTHROP: Gorrect, Mr. Chairman.
CHAIRMAN OGRY: \Anybddy in the audience on this

item? ‘
(@)

(No audible response.) L

CHAIRMAN CORY: Without objection, Ifem 50 will
be aﬁproved as presented.

Item 51 is an amendment to the contract increasing
thg\fees to our tax expert who is helping us fight the
wingfall profits tax problem. @

| COMMISSIONER MORGAN: And we're going to\Eﬁgain
an increase in revenfue as a result? =

EXECUTIVE OFFLCER NORTHROP: The question answers

in the affirmative, because we've already estopped the
» PP

n
\\4
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interim cdleculation, and we have a %0 percent limitation, ©
N

We already hava those two things going For us, Now we're.

trying to get the total exemptlon.

MR THOMRSON : We expect a $13 million adjustment

cn the Elrst Dart of that.
\ Kﬁ " GHAIRMAN CORY: Thar deals with the overwithholding
igkéssence; is that ndt correct? T%eywere requiring us to
réserv@'fﬁore }:han our obligation was if the obligation
remains in existence?

'BXECUTIVE OFFICER NORTHROP: That's true. L~
; MR, THOMPSON: It‘; gstopping the use of the i;;erim
process for the balance of this month. I expect the
adgustment by the January Yth paymont Wthh closes out for

Lne year we're in now.

\k u
o CHAIRMAN CORY: But this\does not relate to actual
liability. This relates to restoratlon of cash flow.

EXECUTIVEHOFFICER NORTHROP: nght But we do

\

have the interest on the money.

MR. THOMPSON: Which the contractors would not

do without the ruling.

CHAIRMAN CORY: Are theré any questions from

\\
(No audible response.)

anybody in the audlence on this item? s

. CHAIRMAN CORY: Without objection, Item 51 is

approved as presented.

¥
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o 17
. 2 , EXECUT&VE OFFLCER NORTHROP: Okayf Then Item 36. ‘
o 2 CﬁAIRMAN CORY: TItem 36. \\‘ A |‘
1, 3| . EXECUTIVE OFFICER NORTHROP: Mr. Chaivman, the
4 | staff indicates -- Mr. Everetts, will you try to explain
5| this item? | |
6 MR. ﬁ%ERETTS: Several months ago the Commission
7 | approved the resumption of drilling on Rincon Island, o
‘ 8 | Ventura Céunty offshore. The current formula for royalty
e on that lease is such that it's around 124 barrels a day
10 that pays a hundfed,perqont royalty. -The lease currently
® 17 | is being modified for secondary recovery, and it has a
- 12 | royalty pemconLagL of 32 28 percent. The appllcant Wants
13 |Tto drill a well, a deep well, to 12,000-foot bas:.c depth,
® 14 | ".0,000-foot: true vertical depth. The well is estxmatlng
?f | 15 | a thousand barrels a day and obvicusly would not be
E “ 16 | economical at 100 percent royalty. '
* | ; R } They'v; zsked for modification in the royalty.
e 18 ”And this is pefmigsible according to the Public Resources
) QPI9 %{Mde. The staff has reviewed the economics with them and
?c ”ﬁ[ ’ VZO have estimated ?he cost at $3 78 mllllon and rising rapldly
) ) 21 | When we starLed talking . to them, it was 3.2 million, and |
; e 22 just in the last’ several months the price has. gone up. Rig
39 Q,V, v ‘ 23  costs alone -- we asked them how much it {fosts to run‘a rig,
) | 24 | and particularly one that is used herdf’\ $13,000 a day.
, ) . :T{ﬂfé So rig costs alone for the well will be Sl\me&ingg\ And
© . - . ) C S ’ \\‘\\\'
N\ P _ PETERS SHOHTHAND REPORT!NG CGRPORATION
o |, T i )
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. 1} that's not counting fuel and other costs. 8o :{\(; s\\g rather
G ’ \
2 | expensive operation. \
3| N We're proposing a conventional shdxnys\s g/
Lo (( 4 royal._y that is used on other modern oil leases -~ that is,’
® .
.5 | state leases. It's a 16 and two-thirds mln:rmm\ /calatn.ng
Ny ; N
T3 ° 6| to 50 percent maximum of 500 barrels a da}i\, And we're also
‘O@ ? e 7| proposing a 50 percent royalty(,éon gas. Our calculations )
., 8| are that with that, if the well 1s 2 thousand barrels a day
// ) “
£ | 9] -~ which I don't think is going tvo happen -~ but if it is,
{ ( 10 | the wexl Wlﬂ probably pay out a.n Lwo to three years; and
®
i ) owill be equivalent to about a 15 percent rate of retutn.
?
12 CHAIRMAN CORY: That's to the lessee?
B "
- 13 MR. EVEREITS: To the lessee, yes. If it's a 500-
o ’
o 14 | barrel-per-day well, for example, 1!: wouldn't pay out.
| i )
% ( 15 | These ave unescalated oil prices, unescalated tosts.
o 16 COMMISSIONER MORGAN: This is different from our
‘ 12 usual. minimums and mammums, \ \\ /
‘ 18| MR, EVERETTS It's c,omparable to our modern-day
q ;
| 19 | leases. TFor examplt,r, the platform Holly that we've talked
e 20 | about off and on has that particular status. '
21 CHAIRMAN CORY: It's a deviation from what they o
o - ,
) 22 | signed up to. i
“ 23| MR. EVERETT,S: Yes., It's a deviation gfro'ih the
2 =t . P ’
\ ’ 24 | old pré-Cunningham-Shell lease. 7
s | | 25 ' CHAIRMAN CORY:  We ere glving them the adguctment
o
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1| because they are trying to -- you've trying to entice them
2| into -- -
3 R ﬁR. EVERETTS : This is only er one well, If they
4 @Ake a discovery, then we'll try to negotiate, I've i
-] suggestedﬁthat we might“be interested in the»net profit%fy %
6| and they didn't back off. - i
N // 1 ’ COMMISSIONER MORGAN: Whal's the minimum ¢n the )
Al 8| current contract? , © /
§ " 7 MR. EVERETTS: The current contract is éO percent,
30  CHAIRMAN CORY: “And it goes to a hundred percent.
o L MR. EVERETTS: And it poes to a hundred percent:
12 s COMMISSIONER MORGAN: \hore does it usually fall?
L - MR. EVE?ETTE:\th a hundred percent if we actually
VE4 did make a hundred percenii product$on. As T say, when.we‘re‘
15 | done modifying foéfwaterflocd we shoﬁld be able to rec$§e1
16 | .a flat 32.28 percent. This, again, based on a thousand-
17 bérrelwa~day'well, this sliding scale woul&‘ave;age)out to
. 15 a straight a\feragevo; 3% percent of the gross. ‘ch,ever,‘
‘9A . Eg tHe gross is about 63 percent of the net, and it'S»betterij
20 | for the state to have the sliding scale because we're gettlng
| o2y 50 percent oil up. front pretty early. And with the presenL
o b7 22 | value situation, we're better off even though”an averége |
ifo“ ) zilkis 32 percent. Compéred ko 32. 28,/the”fact we're getting
”(i ‘;\ 24 50 percenL oil falrly éafly is bettur for the: state. '
S s ' CHOTRMAN CORY: The difference on the interest
S N PETERS SHORTHAND REPORTING conponmow .
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1} is what?you‘fe talking about?
2 _MR. EVEREITS: Yes.
2 COMMISSIONER MORGAN: The average that you've given
41 us is justaan,arithmétic*average. That doesn't mean that's
| 5 &haﬁ the return is going to ﬁe; In fact, it could be at
6 the mlnlmum for thc entire operatxon
7 " . MR. EVERETTS: If it's at the mlnlmum, it Wlll
8 bezamop up operatlon// It will take about a yéar s preduction)
Y at Least rlght now, to pay“fon just one well,
10 . comvquqromm MOKGAN: What's the texm. on the
13 exxonqlon for the- modlilcation? » ]
2|  MR. BVERETTS= Well thiv is for one we,ll We're
13 | only suggesting there be a royalty modrrlcatlon for just
14V~Qne well. It will probably take thUL 90 days to drill the -
i5 Mcompieted well, so We;ré‘Prob§bly Cal&%ng ébout a six-month
16 | period overall. - | ) “}
17 COMMISSIONER MORGAN: Iy this a goad d’egﬁi, Bi11?
18 EXECUTIVE, OF’*‘ICER NORTHROP: You do that to me.
19. Actually,‘& m not sur@ Tt's ab good a deal as we could get
if we argued forever. But I thinkﬂconshderlng the fact wemre\
21 going into depth and new hoLi zons we would all like to See
22 what's- there. And°if an;thlng is gomngﬁto be done Yn
23 | california in that ares, we're gdinﬁn 5‘baVé‘t8‘lOOk at
24 ogettiﬁp cipse to bésement I mean by that gettmnw Qlose*‘
25 |-into the deep zowes rather than foreve1 looklng at shallow
. PETERS SHORTHAND REPORTING CORPORATION - ©
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zones. My indications are that if it is there, it's fa 'cly

good quality oil., Would you agree with that. -- o
MR. HUNDLEY:

EXECUTIVE OFFLCER NORTHROP:

Yes, Bill., You're.right,™

That's Jack Hundley

t g 4 ‘
from ARCO Put I wanted to get Jack's concurrence that he

thou?ht 1t was going to be a falrly good quallty
MR. HUNDLEY: Correct > o

\.:\ i @ /]

Sy COMMISSIONER MORGAN: Okay. Thank you.

CHAIRMAN CORY: kaay. The item is approved as

s

presentod, \\\ V

- A&uvthere iny other items to come before the
Commissioti? ’ : :iﬂﬁgﬂ; : ’
- T
LXLLU’I‘IVE mrxcu-z NC\PTHROP In lieu of his
{

' ob_jecLions about the court, the .AtLorney General now wants

// .
to comment ‘ ' 'm

L MR. STEVENS: ' We just have two items to repert,
‘actuglly, The flrs* is th%9 the hlgh—water boundary
,llxlgatlon was at(last submltted to the 0“11fo;n1a Supreme
Court last week, /ﬁ*ﬁ“ 8 o ’ ol

CHAIRMAN CORY

o
]

“"i:\‘i%};the 90 days is runnihg?

STEVENS : it's formany” submitted,

‘/IR T believe

although no such statement was made. We hope to get

clarlficatxcn.on that in the near future Vi
' §
[ The second item was the Desefr Ldnds Act onmwhlch
SNy
A

‘For that,

a hearlng was held in Federal/oourt yesterday.
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1| we have Mr. Mills in our office, and M@ssreﬂ Northrop and

s

+2| Trout if they would .like to comment further on the

3 negotlatrono with the Bureau of Land Management
4 ' f] MR. MILLS::fT'u rather do this in Executive
5”'g§essionhsince the litigation is still ongoing, and we're
=6 | mot going to have a final dec*slon for SOme time.

\

R J
- SS==—_ Mz, STEVENS: Why don't you 1uet indicate what

8 happened in court, and if the Chairman desires, we can have

9 | a further session. If not, we <can end the meetlng here.

10 MR. MILLS Well, we went to court Frlday beqore .
it | last, an@ requested a temporary restrarnrng order to file i
12 the compléint Anﬁ in that complaint we alleged twyo basic
13 | causes of actﬁﬁn.jﬁThe first one is that BIM gave the State
14 | Lands Comm1551on inadequate time to review the proposed plan.
15 | The second cause of action was based on the fact that we

|6’ would not be able to review the final plan until it was'

17 rmplemented And in effect we aekeq for a temporary

. 18 | restralnlng order to pLOhlblt the Secretary from 31gn1ng

14| the pran for 60 days. That was denied.

.
\\"\ ; /i'

20 : i ”_ We have the nearlng on- the preliminary injunction
2} |- yesterday. In the meantlme; the staff has been talking to
’vzz *the‘Burgau of ﬁand‘Management and the AssistantvSeereEary‘~

23 | of the Interior. And they have worked out a proposed

fo—

¢+ 24 | eettlement. Unfortunately, we can! t/Jet any guarantees from e |

25 | the federal government that it will be put into effect. And

v
%
W
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n
without those guarantees, there's not much to go on.
, - N ;
So what we asked the judge yesterday -- the current |
time frame calls for the Secre%ary'to sign the plan on the !

19th -- and we azked the judge to delay ;he‘matter for a

/,,.-\_‘\

We have a hearing set Frlday mornlng at lO&OO o‘éiock --

VT

we got a contlnuance until Frlday mo}nmng at 10:00 o'clock.
Thero are four partles now seeklng to lntervcne
in our lawsuit ~-- the National Outdoor Coalltlnn, the

County of Inyo; the Amerlcan Motoreycle Assoc1atlon and

: ' EXECUTIVE OFFLCER NORTHROP: San Bernardino.
i“§§ MR, MILLS: San Bernardin3)County is not seeking

to intervene, The'other one is the CallferLa.Mlnlng

Eﬁsociation. In the federal system they have all. filed
lawsuits, and they've been assigned to four different judges.
So we now have, theoretically, five separate lawsults g01ng
om, and.’they're all asklng for temporary restralnlng orders_
which w1ll be hearu in the next -couple of days They‘r »
%11 trV1ng to get everythlng thrown into one, big package.

CHAIRMAN CORY: ThaR\was filed w ere? - In S

o

-
[

N

Sacramento?

MR MILLS:

/

N /
That*wés filed inﬂ%os Angeles, at

the Federal Court in Los Angeles. “lt's Hefore Judge Laughlln
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1 MR. STEVENS: So, that's it.
2 COMMISSIONER MORGAN: Do we need/any further
3| discussion? Do you need any farther direction? -
4| MR. STEVENS: No. )
CHAIRMAN CORY: Okay. Are there any other items -
61 to come before us? Is that it? Are we ready to adjourn?
7 EXECUTIVE OFFICER NORTHROP: I have nothing
8 i further. , &
; ‘ o .J.; B ‘ /:v
9 CHAIRMAN CORY: We stand adjourned. =]
0 (Thereupon the,meetiggrofifhe State
1 Lands Commission was adjournéq at
12 11:00 a.m,) no
13 i ~-000-~ “
14 PN A :
15 }ﬁ t
16 ) (:' /
17
24 . I[l\
18 a '
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. 1 . CERTIFICAZY OF SHORTHAND REPORTER

“

® 2

7 RS I, SYDNEY CONARROE, a shorthand zeporter, do
4| hereby certifys &

e,, 5 That T amn a disinterested'perso@ herein; th.dt the
6 | foregoing meeting of the California State Lands Commission
7| was reported in shorthand by me, Sydm.yuConaa.roe, and’

. }/) &

® 8.| thereafter’ tlanscrmbed lnto typeertJ.ng
9 I further certify that I am not of counsel ox

: : 10 | attorney for any of the parties to said hearing, nor in any

» i1 | way interested in the outééme,_of said he;aring./'\::;\

12 I“T WITNESS WHERECF, I have hereunto set my hand
Y
) @ 13 | this *g day of gédﬁ‘ ﬁﬁz? \ 1981.
° 14
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. 17 (¥
N 18 Shorthand Reporter
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