vy CHAIRPERSON D'AGOSTINO: So moved.

2| EXECUTIVE OFFICER NORTHROP: Mr. Chairman, -~

3! Item No. 19 is termination of a lease “and repl%lcement with

4\ a general lease fow Pééi:£ “Erman and Linda F. Erman.
Sysjj It brings the lease up to current regulaticens, and it's

6| for the\“ n'e\w owners. \1

7 ’ ~ COMMISSIONER MORGAN: I have a question.

8 | Why was this not on the Consent Caleg \” Is

9 | there some oppOSitgon?
o] EXECUTIVE OFFICER NORTHROP: There was no objec-
11 Ation‘ﬁbfit. Ié was a chaqge of lea;e, and it was with *
xizf a commercial marina, so we decided to put it on this calendan
liﬁ in case there were surrounding neighbors that had comments.
14 COMMISSIONER MORGAN: I don't have any problems.
15 | Do you have any? '

16 GGMMISSTONER ACKERMAN No. . G

17 ' CHAIRPERSON D'AGOSTINO: Without objection,

18 | it's approved.

§ ,
1| . , EXECUTIVE OFFICHR NORTHROP: Mr. Chairman, Item

Si
20 No. 20 is a boundary line agreement with the City of Pittsbur
2% wnlch was the legleatlve grantee.. The current boundary

22 | of the grant was never really defined. This defines that

L3 boundary line. . P =
24 | o, COMMISSIONER MORGAN: That's fines
25 - COMMISSIONER ACKERMAN: No problem.

< ‘ L «f\‘ \
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' ‘ L CHATRPERSON D'AGOSTINO: Without objection.
° J 2 Y Ttem 21,
' 3 EXBCUTIVE OFFICER NORTHROP: Mr. Chairman, Item
} g %1 21 authorizes the Executive Officer to enter into a
® 5 | Memorandum of Underétanding with rthe United States Bureau
_ : | 6| of Land Management on approximately 62.4 thousand acres |
¢ 7 of indemnity land, and 52.7 thousand acres of unassessed
’ 8| land. The state indemnity selections we will attempt tc; A
® | block up and to use, as we've outlined in previous re%m::f:.s**’ﬁJ
10| to the Commission.
? n | We would like the Commission's approval for
,> 12 | my execution of that Mihorandum of Understanding.
13 | COMMISSIONER MORGAN: What exactly does this
* ) 14| do for you, Bill? \
s / L EXECUTIVE OFFICER ISOR'I.‘HROP; This Memorandum
/J »1(5 of Understanding” lays out the ground rules by which ;ve
® 17 | will attempt to make and select the parcels of property
18 | involved. ) |
- | 19 COMMISSIONER MORGAN: It's a starting point?
1;0 o . 20 ~ EXECUTIVE OFFICER NORTHROP: It's a starting
21 ‘point for us as a followup to the Western States Land
22 \'fbommissioners Memorandum of Understand:’l.ng in which all
o 23 | of the Western States camé to an agreement that we were
24 | a11 going to try to work out these MOU's on a state-by-
///Q ‘ ; _ 25 | state basis: This is our basis. So far, the California

) . PETéRS SHORTHAND REPORTING CORPORATION

7700 COLLEGE TOWN DRIVE, SUITE 208
Qi, } ‘ SAGRAMENTO, CALIFORNIA 95826
i TELAPHONE {916) 383-360
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I

State Office [ids been very helpful in putting this memorandug

Logethar, so it gives us a starting point. We made the

specific exchange, then we will come back t the Commission,
- i
"COMMISSIONER MORGAN: ALl right. )

Bill,,ﬂc you ant1c1pate

i
that the, current administration WLﬂl facmlltate this effort
i

/

COMMISS IONER ACKERMAN: & N

a little bit? /

EXECUTIVE OFFICLR NORfHR&E I will know better

next week. ~I'm going to Wasﬁ guon to meet wath the

Secretary and with others, a group of us from the Western
States are gomng to meet, and this is going to be one of

the points we're going to addreas, the 1mp1ementatlon of

MOU S + ‘ ‘t"‘k,

A4

COMMISSIONER ACKERMAN: It might be a good item

' for the Executive Officer's Report at the next meeting.

COMMISSIONER MORGAN: We may be on the right

side of an issue in Washington.

CHAIRPERSON D'AGOSTINO: Without objection.

Item 22.

EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Item

. No. 22 is a name change for the Ancient Marine: to the

Rusty Peliéan for reaffirmation of determinations of a

lease. | |
The City of Long Beach has already made gﬂdet§i~

mination concérning this iégﬁﬁ,aand due to the name change,

i
.\\‘
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 there was a question about returning?

25

65

it is necessary for the leasees to obtain flnana&ng, and
they have asked that this reaffirmation be aﬁprOVed

COMM?SSIONER ACKERMAN: No problem,

MOMMISSIONER MORGAN: Okay.

CHAIRPERSON D'AGOSTINO: Next Item 23.

EXECUTIVE OFFICER NORTHROP: Mr, Chairman, Item
23 is a return to the Commiésion calendar of an item we
had last month, in which there was some co‘iice:rn over the
bid on a sand and gravel permit, in which the percentage
high bidder determined that they had, perhaps, bid on the
wrong parcel, ) \

Staff is workiﬁg with them on that problem.

The sccond bidder has rescinded his bid. So, we're left

- with the current bidder, Western-Pacific Construction

Materials Company, who proposed a 10,51 percent of the

- gross selling price of sand and gravel. - Staff points out

that that is the sale dlrectly to the retail trade, so

we f(ael that the 10.5 percent would probablg be higher

than the othey bid, because they were bid on a wholesale

gseller,

COMMISSIONER ACKERMAN: Is this thé one where

o

EXECUTIVE CFFICER NORTHROP: Right. We're still

*working on that.

‘* COMMISSIONER ACKERMAN: Was that involving: the
\\ N ’

¥
Sl

=
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contréctor who allegédly bid on he wrong parcel?
EXECUTIVE OFFICER NORTHROP: right.
COMMISSIONER MORGAN: I'm satisfied om this

one. 'y

CHATRPERSON ﬂ’AGOSTINO David?
COMMISSTONER ACKERMAN: No problem.
CHAIRPERSON D'AGOSTINO: No problem.

Item 24,
EXECUTIVE OFFICER NORTHROP: Mr.

Chaiiman,
Members, Item 24 is an exploratory well apprOVal fér the
Shell 0il Company in Ventura Couwty ’They HaVe done all "~
of the EIR wbrk, and thg calendar item as praposed Callo
for one well, and i# it looks promising, three exploratory
wells in that location. And then, an additional well

in aﬁOther location, and if that looks promising, three

exploratory wells off &f that one.

Staff feels that we have completed the environ-

mental work, and this is an exploratory drilling program

and should if proved to be fruitful, the staff will return

to the Commission for a drilling program for the field,
COMMISS IONER MORGAN Okay.

COMMISSIONEE.ﬁCKERMAN No objection to this

item,

EXECUTIVE OFFICER NORTHROP: Surprisingly, in

our Santa Barbara hearing, it lasted less than 20 minutes.

D

U
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T We had very few obJections on it. The staff and. Lomm1331on~

2 members had WOrked with pcople in that area,

3 . ,GOMMISSIONER ACKERMAN: A71 right.

4 CHATRPERSON D'AGOSTINO; Without objection,

51 Item 25,

6| . EXECUTIVE OFFICER NORTHROP: Mr. Chairman, Item

71 25 is a selloff of approx1mate1y 1100 barrels of Huntington

Beach 0il from a statewide bid of $1. 56125 per barrel over
9! the base bprice. There were approx1mately 15 bidders on
10 this, and Macmlllan Rlng Prﬁ‘ 0il Company was the high

1} ,bldder

125 In addltiOn to, tnat we have a language change.

13| We'd llFe to submlt it at this time to the calendar 1tem
14 7 - The original bld or letter of credit we had,
15| requested that the amount of sevurlty requlred under thlS
15 contract be $3 mxlllon. However, in rece1v1ng*a letter

17 | frdg Macmlllan and recaleculating the ekposure we feel

[

18 | that two and a half million dollars better covers our exposur
le 0 So, we ask that the follow1ng be used 1nstead
20 | or that you authorigze the Executive Officer to rgguce the

21 amount or securlty requ1red under Section 19 of the Royalty

22 011 Sales Contract from 3 mllllon to $2,500,000, énd

23| accept such secut}ty in the form of a bond or letter of

24 credlt . g
25 hi/,COMMIS{IONER MORGAN:  Is that Ghawging the bid
‘i ” ’ ‘ ) i s . \ \\\\\\
2 IS (/‘ .
cq | N
& ; . PETERS SHORTHAND REPORTING C»ORPORATION
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that.is bidding, there are some of those abaut which
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e

EXECL?IVE OFFICER NORTHRQP[ That's changlnb

the credit. Walt a mmnuta, I'm gettlng ;Jyes and no.
NR. WILLARD. My name is Al Wlllard

The security rsquirements under the contract

may be changed at the dis¢retion of the State Lands Commission.

So, under the terms of the conitract, you are permltted
to change the amount of bonds

EXECUTIVE OFFICER 1 VORIHROP The idea is to protecH
the State to exposure should something happen tc the company,

whiah is a substantlal company. And we dop't -- we do

require nhms on selloff buyers to p”OtELt the state.

COMMISSIONER MORGAN But doesn't it cost the ‘

bldder money? " ¢%

\ pl

EXECUTIVE OFFICER NORTHROP: Yes, it costs the

bidder_ money.

COMMISSIONEK MORGAN: Might not it have affected

L [

his bid? ‘ S i

EXECUTIVE OFFICER NORTHROP :

‘Certainly On,

the dther hand, when you. look at a bidder, orx somebocy

we have very llrtle 1ﬂformatton and nothing is available
because they're closely held companles, or corporations,
SS\ We need some protectlon to the

or even'lnd1v1duals.

state. TthQkpasure is,high‘when you're looking at 1100

it
1)

_l\
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for, and certainly does affect the bid.
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barrels a day, or &0 days before we get vur momey. That

R

. is a hprrendous cash flow that we have to caver ourselves

COMMISSIONER MORGAN: You're saying that because

that company ~--.

'EXECUT;VE OFFICER NORTHROP: No, because we

‘had originally looked ‘at 90 days exposure, and they have

asked us, in lieu of the fact that it is 80 days exposure,

to reduce it, because it is 4 cost factcr to th pm and they '

A
R

- were the high'bidder$

COMMISSTIONER AC&ERMAN My question, and perhaps

the game as Susanne has asked is really, if you had

Zchgngéd this bid spec, would it have changed the order

in which your bidders ranked, high to low?

4

EXECUTIVE OFFICER NORTHROP: No, it didu't,
because the break between this bidder and ﬁhe othef‘bidder
wéé considerable, it was 30 cents diﬁferencenbetween the
top. ” | f

That wouldn't have affected the bid.

COMMISSIONER MORGAN: So, it's a savings to

him?

EXECUTIVE OFFICER NORTHROP: It's a savings

to him, correct.

COMMISSIONER ACKERMAN: The bidders, when they

submitted the change, submitted~ghem on the same specifics?

«

It s a “Ubt factor.

~ PETERS SHORTHAND REPORTING CORPORATION
T 7700 COLLEGE TOWN DRIVE, SUITE 208 q

SACRAMENTO, GALIFORNIA 95626 N

TELEPHONE (910) 383-a8tr1 '




A 14
y € 15
[ : 16 |
» 3
o 18
%?"aa : 19
;JD " “ .20
SR Car
o ' i 92
e - 23
24
i
Y 25
e
. =
& .

o

@

o 1
‘Evgvc 2
“‘0‘@ g
® 5
. 6
i 7
b 8
o

o 10
©.
wy) | 12

}. They're interested in oil. : -

Y

A
Iy T

" CHAIRPERSON D'AGOSTINO: That's my understanding.

My understanding was, if one of the other bidders wus of

potentially less substance --
EXECUTIVE OFEICER NORTHROP: We take the company

into consideration when we make this change We took the

substance of the company into con81deratlon bcfore we made

the change.
CHATRPERSON D'AGOSTINO: If you're going to

' take the subsgtance of the company, isn't that in the bhid ﬁ

/

specs? //i / ‘f Aﬂ3 }; - | &
EXECUTIVE OFFICER NORTHROP: We don't know how

to gquantify a company. I thinkuthat méy\be a problem.
COMMISSIONER MORGAN: What Papﬁens if W%‘don't

approve this? S ’ ﬁ g tm;%

_ | MR. WILLARD: 4They'11 be obligated to submit

$3 million, | o -0 "

_ COMMIS°IONER MORGAN: They don't drop dut of =

the bid, though? _ o - ///

) ‘MR. WILLARD: No, they have deposited a good
! R \‘\l N i
faith depasit al%b of 25,000, so I doubt that they would.

COMMISSIONER MORGAN: I would feel more comfor-

| table if you could give me samething more objective. You're

A

qpr%bably right, there are companies you can depend on,

but there are sonie you don t know -as much about.. ~ But,

i

. R .
)\ . 4
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when yot‘ éallng with pubiiic bids, it seems to me that
we have\to deal witH objective factors, and not with W lat

we know abow* how solid a company is.

TN
y

Ip_thls partlcular case, it may not make any-

difference, becatige..there is a‘wldp spread.

MR. WILLARD: W ba;\d our original security
onn 30 days, a: flnanC1ng fﬁnctlon of that. We came up with
this 80-day“number.=AIt s really that our exposure is geing'
co be approximately 80 days on this matter. That's the
ba81s for this,

MR. EVERITTS: MyThame is Don Evericts.

i

s

\ One ,of the iﬁporggnt points is, you're talking

«about 1100 bayrels a day. Over a year's time, you're talking

abouUJAOQJOOO barrels, you re talknﬂg about maybe $8 ﬁillion

el

adollars erth of oil.

When you're talklng about exposure, you're still

i

. talking about two or three million do¥flars.

That dlfference is not the cost difference in

. the Post to the bond I mean, it just wouldn't make up

uﬁhat difference. = I think that's pretty important to con51der.

MR. WILLARD: One other faetor is, you know,

when we talk about the bid specifications, all of the
bidders were aware of the fact that the contract provides
§i

that you may change that bond requirement at your discretion.

So, it's not like they were coming in and being blind-

'PETERS SHORTHAND REPORTING CORPORATION  _-,
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sighted, the low bidders So@ thé§ were aware thahb it

could be changed \\ I

e
[

Y - MR. TAYLOR- I think it‘sﬁimportant to look

;t the calendar item on page 129. You're accepting Ehe
bid and authorizing the Executive,K Officer to execute it,
and you're also authorizing the Executive Officer to take

the second action.

The third item, which Mr. Noqthrop has read

to ybu, is under the cpntract 1mmed1ate1y after it's
signed. It's not changing the bid form, it's changing

a provision of the contract, which is allowed to be done
in the contract. So, we are notﬁchanglng what wen;\out
on the other two items. It is a discretionary .dtem.

This is still a very substantial -bond. The
difference is 509,000, but ir's still a two and a half
million dollar bond. o

CHAIRPERSON D'AGOSTINO: It's from three to
two and a thalf? |

MR. TAYLOR: Yes. So in any event, one of the
concerns seems to be, are you changing the bid form, and
the answer to that is ﬁo.m You're really changing something
that's allowed to be changed by the contract immediately
after it!s signed, so there's no changes in operation.

You're not doing that, if that satisfies your concerns

on that point.

- PETERS SHORTHAND REPORTING CORPORATION
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‘Eﬁe second ~place bidder to make a better bld

No, it has nothing to

It has *o do Wlth whaL you rﬂquired

0

<” COMMISSIONER MORGAN :
1h the form.
when you went out to bld that you changed one or the
requlrements of when you wrote the contract.‘
(f‘ MR TAYLOR No,
uhe contract will be signed at $3 mllllon
o COMMIS SIONER MORGAN And fhcn amended?

MR, TAYL%R Then a letter“of amendment will

go dut, which is prov1aed Fhr 1n the contract.
COMMISSTONER MORGA& Which amounts to the same
thlng I mean in this case it may not make any dlfference

but as a matter of policy I don't like ir. It's poor

one set of spec1f1catlons

tiie contract has not been changed.

mlddlng Practice to g0 out with
)i 4
@nd. ~*nmedlately on determlnlng who the bidder. is,

to change

the spec1f\\atlons " It's not 4 very gooqﬁapproach I think.

Dave what do you think? T meah,lln this case

it may not make any difference, but T need some way to

get the point acrvss.
COMMISSICNER ACKERMAN

/" B
If thlngs are very clo«e
U //

op a bld' and afterwards the sucuessful bidder makes some

tedhnlcal adJustment whlch would, ir fact, may have allowed
igs Jﬁét seems

that you would make those at the time the bid is submitted.
EXECUTIVE OFFICER NORTHROP: May I peint out

that thls isn't a unique 31tuatlon It's been done before

‘PETERS SHOHTHANJ REPOP'&\ING CORPORATIDN 5
7700 COLLEGE r.rown oa’ue SUITE 709
. aAGMAMENTO GALTFORNIA BE3zs
TELEPHONE (810) 083-3601,
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1 | COMMISSIONER MORGAN That's what I'm afraid
N “ 7
////“/\\Jr;”
2| of. /y
3| - EXfCUTIVE OFFIGER NORTHROP. The“request of
4| the company, as a matter of fact, is not an unusual request,
5 COMMISSIONER ACKERMAN: Does USA Petrochem know
6 | about thig change? They were second.
7 - MR, WiLLARD: No, sir, I'don't believe'they
8/ )/,do ° ' o
.
9 | You'll be approving other contracts hare shortly

10 | that they were Successful with,

TR : COMMISSIONER ACKERMAN ; Would you dg the same

12 | thing for ‘them on the next one?

s

13 | MR, WILLARE?;ﬁNO, because, again, pur eXpos-te

14 | is ﬁore close to the 90 days.

15 EXECUTIVE OFFICER NORTHROP: We'yre just trying

16 | to cover the‘expgsure of the state, and fhat's really what

I

1?7 | @ bond is, Wh¢n we're not thar exposed/ the staff feelg
. If - . .
S
184 dt's unfair to\have them pay for the £Xpostie,

19 N MR. EVERITTS: Here's the situation. The gg

20 day§ on this particular contract, we cap return the oil

21 immediatelyNPm demand to our lessees should Something happen,
LN N A o

© 22 shoui? this Macmillan default under the tontract. We can

. P .
23 | make immedigte delivery on that 0il to our lessees,

24 ~ Under the nextﬁgontraqﬁﬁ, the ones®you'1] be
. ! //ﬁt: ,

- ! V4 A\ = )
25 | looking at, we have to give 30 days:notice. So, we would

JU—

- PETERS SHORTHAND REPORTING CORPORATION
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“have to be out bn the street cormer peddling thls 0il some-

where or another lf Lhey defaulted.

(

" COMMISSIONER MORGAN: So,”mhe statement since
this compeny is so solid, or the 1mp11uatlon was, that
is really not the reason for the change in the cont:ra(ct:‘7

EXECUTIVE OFFICER NORTHROP: No, oxposure was

3

MR, EVERITTS: We're fully covered on the”80

(s,

Vi

n :
EXECUTIVE OFFICER NORTHROP: All we tried to

do was cover our exposure.

¢ \\? & h "V’
COMMISSTONER MORGAN: I don't have a problem

~approving it on that basis. I did have problems if you

change after receiving based on who sent it, who submltted“

the bid.

EﬁECUTIVE OFFICER NORfHROP: Wé’re just “looking
at expoéure. : R o i
| | CHAIRPERSONRB'AGOSTINO: We would have, then ;
thuee recommepdations. - I
COMMISSIONER MORGAN: And the third one we don't
have. |
CHATRPERSON D'AGOSTINO: And two are on the

agenda, ~and the third one’ you presented as an amendment

N ' EXECUTIVE OFFICER NORTHROP: Yes, it would be

an amendment to the contract, to authorize me to amend

Y ' Bt
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the contract and not amend the calendar item.
| COMMISSIONER MORGAN: With the tndérstanding

that the adjustment is made based on exposure,
~ COMMISSIONER ACKERMAN: I don't have any problem

with that.
CHAIRPERSON D'AGOSTINO: There's no problem

with that.
| Item 26.
EXECUTTVE OFF1CER NORTHROP: Mr. Chairman," Ttem

26 is approximately 600 barrels per day bid by USA Petrochem

: Corpokatién at a propoéed site in Huntington Beach.

COMMISSTIONER MORGAN: 1Is there s third item

to be added hexe? -
EXECUTIVE OFFICER NOR'I‘HROP No, ma'am.
COMMISSIONER ACKERMAN: I don't have any problem.
COMMISSIONER MORGAN:‘ No.
CHAIRPERSON D'AGOSTINO: Without objection.
Item 27. X\ e '
EXECUTIVE OFFICER NékTHROPE Mr, Chairman, Item

'27 USA Petrochem Corporation a%amn, approxlmately 600

barrels per day, but this time $1 452 per bArrel has been

proposed,

COMMISSIONER MORGAN: Getting a lot of bids,
kwide range:bf bids, foo. )

CHAIRPERSON D'AGOSTINO: Same people.

PETERS SHORTHAND REPORTING CORPORATION
7700 GOLLEGE TOWN DRIVE, SUITE 209
SACRAMENTO, CALIFORNIA 03820
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Without objection.
Item 28.
EXECUTIVE OFFICER NORTHROP: Mr. Chairman,

perhaps you'd rather consider Items 28, 29 and 30 as a

unit. It is a lease in Llndsey Slough for, in ¢ne item,

- 86.27 acres, ind Items 29 and 30, 152.22 acres and 175.52

acres resgpectively.

In Item 28, -81.38 percent of the net profit’

was a 16 and two-thirds royalty and $20 per acre.

The net profit changes to 79.50 percent in Item

- 29 at 16 and two-thirds, and $20 per acre per year rental

on 29. So, those two phases remain consistent. .

In Item 30, the net profit is 79 and a hélf
percent. C

It is the staff's opinion that this bid should

be awarded. There has been a question about drill site,

and staff assures me that there is adequate drill site:
avallable for the prochtlon of these flelds
\ CHAIRPERSON D'AGOSTINO: Where is Llndbey Slough?
We have couple of people from Seahawk in the

audience in attendance. N
N ' HON

MR. BRASSELTON: Mr. Chaitman, Kohert Brasselton.

/7

, , s

I have mo statement to make. It was i case

Y

there was any objections, I wanted to be on the record.

CHAIRPERSON D'AGOSTINO: Mr. Fenton is also

5

e
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here. Do you have anything you want to preseiit, into the
p R ‘

record?
| MR~ FENTON :
CHATRPERSON D'AGOSTING

Not -at this time, né.
Anyone else in the
audience? Yes, sir. :
MR. ERKEL: Mr.:Chairmaﬁ, I put my mame in}
Apparently you didn't get it. | |
‘I'm James L. Erkel, Staff Attormey in the

o
o

Corporate Law Department of MCOR Cil and Gas Corporatlon

With me is our senjor land man with MCOR.

MCOR 011 and Gas Corporation is developing its
oil and gésﬁlaasehold interests in and to Hastings.Tract
in éolanokCounﬁy, California. Lindsey Slcugh coﬁstitutes
the southern boundary df.Hastings Traét. Title to: the
surface and mineral estate in and to Hastings Tract was
§evared by deeds conveying the surface thereof excepting
énd”recerving all interest in oil, gas and other hydro—w

carbons within or that may be produced from the property,

and the right to drlll and malntaln oil and gas wells into

and thrOUgh the surface of the property.
We have received an oil and gas lease from the

owners of the mineral estate which conve&s the full and

axclusive rlght to explore, drill for, produce, extraca,

mine, remove and market oil, gas, hydrocarbon substances,’

and other commerclally valuable substances resulting from

PETERS SHORTHAND REPORTING CORPORATION -
7700 COLLEGE TOWN BRIVE, SUITE 209
. SACRAMENTO, GALIFORNIA 65826 S 5 ,
' TELEPHONE (016) 280-3601 v
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i oil, gas, and hydrocarbon operations on or from said lands.

21 The lease was intended by the parties invulved';p convey
. . V4

I 31 the entife interest and estate which the mineral owners

4 | have in this tranbact;t,on

B
5 The State 1Lands Commlssn.on has:identified the
‘\
6| bids submitted by Seaha}wk/Casex as havmg offered the
L ‘ 7| highest bid factor in net profits. The bid proposals

3

8 | required bidders to provide evidence of their plan or ability
a L s to: obtain all necess:iary drilll'ﬁ'sites, easements, and

10| rights-of-way for drilling anEl production activitg;a. This
° -1} showing is crucial inasmuch as the proposed 1ea/se forms

: !
i2 | preclude the right to drill any well from the surface

y ’ , 13 areé overlying the leased lands ‘0r to use any portion of
Q o // ‘14 | the surface avea or the subsurface area within 500 feet
4 15 | of the surface for any purpose. Consequently, a bidder
16 | must establish its right to directionally drill a well
QO - o from adjacent lands.
KJ .18 | : Although we have not been allowed to evaluate
ﬂ, !\9 thﬁ: bid paﬁclkage submit@;\%c\lﬁ/l/)y vSeah%wk/Casex, 1t l:.s our belief
G A anf ‘hat their showing of surface -access is ba"‘seﬁ on a contract
- 21 W1th Knob Hill MlneS, Incorporat}d domg business as
o ,, 22 I‘iaqtlnfrs Island Land Company, which owns the surface
‘@ b // 23 | estate \}.n and to Hastlngs Tract. We believe the contract
EEE . 24 pur,portswt:o convey. to Seahawk/Casei, the rigﬁt to 1§cate
. 7y ) \
e ~ 25 | a well pad on Hastings Tract and directionally drill and
@ 4 o \
S U | L ’PETERS SHORTHAND REPORTING CORPORATION :
® - v ‘0 T oo, L romiA sy |

TELEPHONE {8)6) 3833601 - N
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bettom a well undex Llndsey's1”hgh.

MGOR objects ta the lssuance of oil and gas

leases to Seahawk/ asex coverlng Lindsey Slough on the

grounds that,;astlngs Island Land Gompany cannot_gra

such a right, and, even if such a right could be conveyed,

‘any such directional drilling would constitute a subsurface

trespass as to our leasehold, notwithstandiﬁg the surface
holder's.

Fundamenually, a grantor may not ‘validly convey
a rlghtqin real proper v greater than LhaL which the grantor
possesses. The deeds severlng the surface and mineral
estates in and to Hastings Tract allocated any and all
rigﬁts to exploit oil, gas and hydrocarbonjgub;tances within
9;«that may be produced'frem Hastings Tract to the owners

of the mineral estate, who subsequently granted their~right

* exclusively to MCOR.

Even assuming that Hastings Island Land Company

had such a right to convey, the courts have held that the

“directional drilling by a third party of a well located

on land subject to a valid ‘and subsisting oil and gas lease

and bottomed in land leased by the third party constltuteS»

H
I

\\

a subsurfabe trespass as. to the leasee who may enjoin

the drilling without regardvto the lessor's consent. The

salient point is that such a third party well would

inev;tably affeet . the lessee by draining its leased land,

1 i
bt i

PETERS SHORTHAND REPORTING CORPORATION
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which MCOR has already stated to Commission staff, that

“to bgahawk/Casex in the absence of any clearly delxneatad

- 80.

SRR -1

The p0551b111ty that a well dlrectlonally drllled
by Seahawk/Casex would drain MCOR's leasehold is substantlal.

Any well drilled would immediately obligate MCOR o drlll/

an offsetting well under its lease %
i 1
i

The issue is compounded by the possibility, .\

certain islands and dredger cuts in Lindsey Slough may
actually constitute part of Hastings Tract and be subject

to our lease. i ' kS

o We object to the issuance of oil and gas leases

right of surface access, other than the right purported]y

conVchd by Hastlngs Island Land Company.

-
Should the State Lands Commission accept the

o

joiﬁt bids submitted to Seahawlk/Casex as presently constitut
MCOR wilY consider all appropriate 1ega1 remedies to defend

its. leasehoild interest in Hastings Tract
i [\
- * N
i Thank you. o

COMMISSIONER MORGAN: I have a guestion of the

staff, o !

J

= |

'~ Did the winming bldders, joint bldders, Seahawkl

%nd Casex, did they satisfy the requxrement“af having i

easement necessary to access?

EXECUTIVE OFFICER NORTHROP: Yes, I believe

PETERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE YE.OWN DRIVE, SWITE 208
SACHAMENTD, CALIFQRNIA D5s26
TELEPHANE (D1g) 3883801
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I had staff recheck it as late as yesterday.

e

Don, would you give us a reading on that, please?

MR. EVERITTS: Our legal staff has reviewed

the rights to Seahawk so that they have agreed that they

0 \\ 5
have an easement through the upper 500 feet. A well could

be drilled directionally, assuming that we can get close

enouah to the toe of the levee, whilh would require a

v¢r1ance,«as 1 mentioned.
At this point, we have been talking to the

Reclamation Boaxrd. There have been some wells drilled,

in fact, MCOR's wells, but many of them are closer than

the standar(:250 foot of the levee. So, it's our plan

that Seahawk does have access to the land.

(\)

EXECUTIVE OFFICER NORTHROP: May I point out

that the draining that MCOR is worried about, ‘it is our

position that the drilling will not take place on their

~ leasehold, and they do have rights of écgess.

MR. ERKEL: We understand the approach, and

n\\

we require only that Lhe drill not take place on our

and as long as this other right of access is
V
establlshed we have no objection.

i ' EXECUTIVE OFFICER NORTHROP:

leasehold

Perhaps --
COMMISSIONER MARGAN:" It seems to me that the

bid vequires that you are able to get to thz oil, and they

| have bid with the understanding that they will. And our

_t"{ i

PETERS SHORTHAND REPORTING CORPORAT!ON
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staff believes that they have. I don't know if we need
to go into it any further.

Do you have any questions?

COMMISSTIONER ACKERMé}/N,: Not really, other than
it seems fairly clear thaF'Y6ﬁire requesting that your
léésehold not be used to gain the access, and as long as
staff assures us that it's mnot, then your interests are
being protected. M ’: |

MR. ERKEL: We just want to reiterate our
objecfioﬁ at this point. That's all we're doing.

COMMISSIONER MORGAN: We heard you.

COMMISSIONER ACKERMAN: All right.

CHAIRPERSON D'AGOSTINO: Anybody else in the

14 \~audience wish to comment on this itme?

Y

17

18

19
29
21
22 |
23
N

24
25

S T 4 .
e A0

COMMISSIONER MORGAN: Shodid we act on these
as a group, 28, 29, and 307
EXECUTIVE OFFICER NORIﬁROP: Yes.
COMMISSIONER MORGAN: I move approval.
COMMISSIONER ACKERMAN: Without objection.
CHATIRPERSON D'AGOSTINO: Without objection,
28, 29, and 30. _ .
Item 31. ] ’
EXECUTIVE OFFICER NORTHRUP: Ttem 31, Mr. Chairman
we do not have the luxury at this time of a drill:sige,

so we had to negotiate with Dow Chemical, an award of an

k PETERS SHORTHAND REPORTING CORPORATION -
7700 GOLLEGE TOWN DRIVE, SUITE 208 -
SACRAMENTD. CALIFORNIA 95828 P
TELEPHONE (916) 383-3501 :
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at this time. that the matter be d*nled Wltﬂout pre1"410e,

84

&

oil and gas leaﬂe under Deuel Vocational Institdticn in
San Joaquin County The bid was 16 and two-thirde‘royalty

and $20 per acre, and the net profit was 30 percent of

[

the net profit. : "q
iy a

AN COMMISSIONER MORGAN: I tﬁlnk our Chalrman had

W\
\\

some problems with this one, but we have a flmlng problem,

don't we?

EXECUTIVE OFFICER NORTHROP: Righ"
MR, RUMP: TIt' s a special problem with the deadlln
With the qudgtlons that have arleen, we would recommend ﬂ

i

and we'll bring it back to tbe Fomm1s51on once those items
have been explored. o ; |
CHAIRPERSON D'AGOSTINO: Ts there anyone ‘hers
from Dow? | ) |
COMMISSIONER/%?RGAN: What's four question? ’
What's your problem? ;A/‘ | | |
CHAIRPERSON D'AGOSTINO: One of thia_problems
thaﬁ I have is that, appegently, Dow really is in a situation
where they have the only drill sites other than Deuel.
I tﬁink that eituation means that we are at a very bad
disadvantage, end ag a result of that, we're getting‘only

30 percent net profit, potentlally, out of this well, or
N\
these drlll sites. 4 »

It seems to me that this is s*mll a very explorator

/
i
e

=

PETERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TGWN DRIVE, SUITE 209
o SAGRAMENTO, CALIFDRNIA 95826
- TELEPHONE (816) 383-3601 .




10

0
12
13
14

15

16
17
18
19
20
21
22

BN S’

\\*'\\ @
- i J
. /;“ 85
area, and is not an area that’has known p %Ential for
\ LR
return. We ought to moVe h little more slowly We ought

Y

to try and see if we can get access Fxom Deuel

N

phg]

Deuel 18 a State facillty‘l ké ought to be able

‘(‘V/
to work with anoLhcr State agency that would give us drlll

sites Wor a potenLlal hlgher net retvrn on piBflt if, in

fact, they do. find oil and gas.

MR. DITZLER: May I make one comment?

My name's Clark D&tzler. 1'm a manager of Dow

Chemical involved-in this project.

My only concern is that we have in gooa faith
. )(5

: i
negotiated from this positioﬁ&With the State for over

15 months to arrive in this position. We have held up
\ “
our own activities in the are<Jand1ng the outcome o% thls,

whlch.ls considerable. g

o

It was thought, until this morning, that we

)

were informed that there may now\be some question regarding
‘/ iy

a drill site, p¢ysiblé well, that changed the status of

that 1ease We have been in contact with the staff only
on a monthly basis, numerocus meetings in Long Beach, and
havmng come to the last possible day this can be con51deféd
and then we find ourselves in somewhat of a business p051t10n
o\whyou know, we've waited’ a long time. We've held up

ac\lvmty on other property and’ pald.rentals on them.

So, that's my only" concern. It doesn't change |

That was my main obJectlon W

PETERS SHORTHAND REPORTING CQ\RPOHAT!ON
7700°COLLEGE TOWN DRIVE, BUITE 283
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(' 1| the situation, but please appreciate where we have come
\ :
¢~ 2| from and how we got here.
. oy
3 It's quite surprising to find out that this

1
it

;s \ ‘ N
4 | may just beﬁgotally\fet aside now after this length of
5| time. &

sl CHATIRPERSDN D'AGOSTINO: My understanding is

7| that if we don't dpprove it today -~

8 MR. TAYLOR: It's deemed approved. .
v h

° CHATRPERSON D'AGOSTINO: - -it's deemed approved.

10 ‘ Bacguse of & problem that we have in terms with

t1 | quorum and voting of metbers, I would suggest that we deny

12 | it but reconsider it. We could reconsider it,

13 Il MR, TAYLOR: We can deny it wi%hout prejudice
o 14 %@Q)then renew_it. You can renew the item at the next
s 15 ﬁgeting. y :¥N
16 CHATIRPERSON D'AGOSTINS: That would be my sugges-
17 | tiomn. “/7 ﬁ: .\t;\
18 MR. DITELER: In other words, we’ re getting

19 | an additional month's extension? That would put this

20 | beyond -~
4

\ 21 ig‘\MR. TAYLOR: Not an extension inythat sense.
; /

S

22 | It's a denial.

23 COMMISSIONER MORGAN From a business point
. 24 | of view, it's an extensmon From a legal point of view,

45 | it is not. +°

/

) oy - 7
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MR. DITZLER: I had the impression that, 1ega]1y,

if it was mot acted upon today, that the project was

terminated.
EXECUTIVE OFFTCER NORTHROP' No,
CHAIRPERSON D'AGOSTINO: Let's go oiﬁ the record
AﬂThereupqn a brief discussion was -
“held off the record.) ( }
9  CHATRPERSON D'AGOSTINO: Can we get back onl

i
i

6

the record.

COMMISSIGNER MORGAN ; ﬂe’yre he 1eaves, the

staff's been involved with the Institution for some tlme,

R

I assume?
EAEGUTxVE OFFICER NOR \THROP: Yes. |
| o COMMIS?IONER MORGAN Do you know if they lookegd
into the question that Carl is ﬁaising about iocation of
the well? | »:
~ EXECUTIVE OFFICER NORTHROP: Ve had communication
datud September 21, 1980 It's a resp0ﬂse dated that time.
I thought there was a copy here in which they lndlcated
at that time -- here's a_copy of that communication we
got back. V . R
COMMISSIONER MORGAN: Therenweréima drill sites
availéblé, iskthat your answer to the question? >
- EXECUTIVE OFFICER NORTHROP: That was the answer

the staff recelveé when we ‘first initiated that program,
’ g ,’/ )

PETEF\S SHORTHAND REPORTING CORPORA‘HON
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We've proceeded on that ba51s arid nechLdted
COMMISSTONER MORGAN: So, you don't kopw if |

there are some reasons why drill sites cannot be located

there?
EXECUTIVE OFFICER NORTHROP: No, ma'am.

COMMISSIONER MORGAN: On their grounds. -
EXECUTIVE OFFICER NORTHROP: It seems rezsonable

“'\\

that it cguld be, if they wanted it to be located there.
It's not 1myoss1ble, the fencing -~
COMMISSIONER MORGAN: Is another month going

<

to give us a chance to look into this or mnot?

| MR. RUMP:“ Utifortunately, consultation with {
staff as been that the environmental situation as well
as with the Department of Corrections and so forth, T
would probubly a longer pegﬁod than 30 days to get back

on this.

- MR. EVERITTS: We're thinking four to six nionths.
) .
We'd’have to go through the environmental process agai,

and certainly have to cdnsult‘w1tb the agency.
COMM1ISSIONER MORGAN: You're assuming tﬂét the&
can drill on thEiV own property? .
MR. EVERIQES No, Whaﬂ I'm saying, first of

all, as a matter of law, <we have asked the agency, and

\\ ¢

the agency owns the surface rights.

We’Werp initially granted a 90-day extension.

i
i

PETERS SHORTHAND REPORTING CORPORATION
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Now, in denying thié’fhing tod%y,/youﬂye got
to go through a new application. You‘l{ have to go through
all the affected agencies, ask for their common consent,
and that involves actual ihnhouse'work. So, %e would
estiméte a minimum time of three months, and éhen with
\éll those other fzactors, it‘s going‘to be'four months.

COMMISSIONER MORGAN: Waiting foﬁ;;*’that, it would
be four months? 7
” MR. RUMP: For us.

COMMISSIONER MORGAN :

il X

i AL
e fT

Buxt /here still is a

—

posslbility that we dould expect them to wait that long?

MR, EVERITTS: If, in fact) we canjt get a arill

. [
site, if they're still interested in 4ur proposal, they .

can proceed. If you could get a drill site, then you probabl]

don't have the option tec go out into the competitive bid,

and.that could be a' long, long time.

_COMMISSIONER MORGAN: Interesting.

1

COMMISSIONER ACKERMAN: fs there any way to

‘put a(ﬁittle pressure on Deuel Vocational Institution and

with their work. Somehow we put pressure on Deuel to put

i

It seems to me we're in a position

the circumstﬁpces -
' MR.' DITZLER:

of doubting what Detel has told us exists. We've covered

Y
Tt il

that.

RN AN o 3 f .

\”:\ . '.\) s v A ;
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MR. EVERIfTS: They're suggestlﬁg they mlgnt
have a llkLle more lcverage than I had .

CHAIRPERSON D'AGOSTINO:; I can't understand
why the staff, why we haven't explo:ggAthe possibility
of sites at Deuel. @gdonft know if%they're worried about
environmental reésoﬁ; for Deuel. I look at the map, aund
I don't see where there would be any particular obgectlons
to the drlll gite next to the dlsposal pond, for example.

GOMMISSIONER MORGAN : TheyVmay be worried about

Q
e

bringing peoplo into a secure area.

A MR, pVLRITTS That s basically it.
wigt and Game won't lel us 80, into some of their
uhd areas because Lhcy don' t want us to scare the" blrds

CHATRPERSON D'AGOSTINO: It just seems that-

the objection that I have ig that we're getting a situation

: 5o . ..
where we're basically entering into a negotiating agreeément
with basieally no competition because of the abseqcé‘of

a drill siﬁe. iﬁdo~not se¢ any compelling need to rush
into this. 4 W .
” ' MR. EVERITTS: I guess, ifiif's a compeliinp
need, that someboyy is #ble to explore a private land

and we want to be’ ab] to tie the package together‘ Ihis
‘ : g 5

is an exploratory well. There are no known reserves in

\ 1
CHAIRPLRHON D jbOSTINO I understand that you
|

i

M - , o

1
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want to explore, and they would Like to put together a

total prckage. But I don't see a compelling reason for

the State to accept a very significantly 10wer figure than

we're acccptlng in other leases all over. What sort ol

net profits? In the leases earlier, we were loking at

79, 80 percent.

{ ¢ MR. EVERITTS: That's the difference. That's

why 1 sﬁw if in fact a d{gcovery is made near this facility.

Obv1ously We wouldn't be selllny for 30 percent or 35 percent

of the net, either.

Tﬁe thing that makes the waterways valuable .

is that thure is production on both sides of the river,

s undoubtedly there's something in the wmiddle. People

uun”t mind pdylng a bit of royalty for valuable property.

That's not the saméfxglng here. The number

that we negotiated is probably fair to bath sides for a

wildecat prospect, a minimum wildeat prospect In’dur

judgment, tnis is a mlnlma&>wnldcat proaect. If thele is
/_,/ i,

a dlacovery, 1t quldn t be mnnimal

COMMISSﬁbNER MORGAN :

=

How long dods it take

terfind out?

MR. EVERITIS I don't know what the probrdm
i

is. 1 presume they'll go ahead if we don't, eventually.
They'll also drill as far away from us as they can on their

) L
place so we won't pwIL
|

I

any mwore than we can get.

)

PETERS SHOR‘I"HAND REPORTING CORPDRATIO‘N
) % 7700 GOLLEGE TOWN DRIVE, SUITE 208
© BACRAMENTO, GALIFORNIA 85826
m@memmumm

@

I
at




© 7

> 2y L . /i
5 2
i . | COMMISSIONER MORGAN: Tn your plan, how long
2] would it be? : . & -
3 MR, EVERZ;Z‘ZPTS: One yeén;,, and’ c{;\ne ye:ir drilling
4| time. H Y |
5 MR. DITZLER: Yes, tha loase proyides for dilling
& Qithln a period ol one ynar or we-surrender. »
'7“ - COMMIBSTONER &ORGAV 1 don't underatanu ¢hy
8 thelstafi’;ays it would take four months before the igem
"¢ | could be brought batk. o
10 MR. TAYLOR: Because we denied it. Itg's a new
,; 1y ap?ligatian. A
112 What we have overlooked in our answer to you
}3iﬁxls the Lact that they have to comply with the envirconmental
i;frirequlrementa
T | MR. RUMP It certainly requires that length
16 1 of time, , 4} B |
17 EXECUTIVE OFFICER NORTHROP: This ig:the last
18 | meeting. | | S o
19 Mﬁ S MR rAYLOR When does the t;mé run out?
20 Q , | MR. LVLRITTa ‘Somebodycsaid LomorTow,
th He states fcur months, and I agree with him.
22' .No question about it
23 | - MR. SANDER: My mame is Dwight Sander.
24 | AsSemblv Biltl 884 Chapter 1200, providogxfor the precessing
T

oi apptlcatloﬂs, and provides 105 day& for notlflcatlmn

o 4
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of agency approval of the slocument for the lead- agency
to, make. a_/4clslon. That 18 within the available one year.

%ho Commission;has received a one-time permissible
up to 90 days extension,fwhich will run out April 30th,
which is tomarrow. —

If the project is not acted upon byLEﬁis‘:
Commission today, as has been said beiore, it’'s deemed
approved. If the Commission denies it WJth&ﬁ“ prejudice,
the applicant must, in eEchL start the process once again.

So, wven 1hough there's an owistlng?\ppllcatlon

as of tuday, with the proper verbage and proper leormatlon,

even 1L here'tn a Nega Liqugoclaration that's been\cmrculated/”‘

to thmaﬁﬁbp@ channels and i)y the proper manner, pnat process

\

s ﬁgaln be 1ODLdLedelfh thhe émc maLerlal Unforuunately
( =

the lhw does not prOV1dc Lor\g short end or a recirculation
\‘f N ,

that is Tless Lhan the one time. “That's basically what

TR

we 're faced with. : ‘ S ‘ h

| COMMISSIONER MORGAN: A1l right.

COMMISS LONER ALKTRMAN We lose four to six

months WLLH the reviews dering the parlod that yuu.re
dJLing to ge; a lease underway. :

“T MR. EVERLTTS: You'd lose four to six months.

L it turned out we could get a drill site, then we'd have.

Lo do a little bit different kind of progranm. - LplL, the

S
g /

bidding prouess

\\

,J -
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j‘ : | CHAIRPERSON D'AGOSTIND:“ Ig it $20 an acre we‘re!
renting?
MR. EVERITTS: That's average.
EXECUTIVE OFFICER NORTHROP: That's the revenue
loss. e A

e

MR. EVERITTS:. Yes, immediate losa.

CHAIRPFRSON“D'AGOSTIVO- If you get the production

you're lOSlng a lot more if you look at the. dlLfmrence
between 30 percent and 80 percent on net/ﬁrnilt That s

the point 1'm making, that I thnk we 1“ better off to

.=Lmso $20 an acre rental fow Lh;.nc;%mniTity of 0ettlng

a LUNPLthlVe bid Lhd?/would give us qémcthznw more than
30 percent on that prcglt.

MR. EVERILITS: You're deferring 320 an acf&
anyway. That's no real loss.

COMMISSIONTR MORGAN: VWhat's thé)going rate

for our exploratory wells? e

(&)

MR. EVERITTS: This is a going rate. It's a

six plus 30 percent of met profit, which is about the same

as 35 percent of the gross. That's about what we've had

on other exploratory leases.
 CHAIRPERSON D'AGOSTINO: If we had other drill
sites available, what would you expect them to be?
IMR. EVERITTLS: 1'd expect it to be darn near
the same thing, honestly, 1It's a‘statistical‘approaéh to

\

PETERS SHORTHAND REPORTING CORPORAT?O&
7700 COLLEGE TOWN ORIVE. © TE 209
SACHAMENTO, GALIFORNIA 85026
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what we;think it‘s warth,‘and I think we do it the same
way anybody else wmuld

We gave the thng a four and a hdlf probabxllty,
and that discounts youxr re SGEVEWQULte a blt

COMMISSIO&ER\ACKERMAI Yow mean if we had our
own drill Sltes on the 1nst1tutlon ground, llkpiy you wouid
come up wlth the same i:gureS’ .

"4 MR. EVERITTS: I wouldqguess. I don't really

know . It cg;Wd be higher. I know We've had some higher
It scems logical that v0u'ra going to get something higher.
I don't know what it would be.

COMMISSIONER MﬂRGAN Is it possible to have

the test dllll siteg in one lOCdLIOH, and if they frnd

P
o

-something, to move to Deuel, to movn on a site at Deuel?

MR TAYLOR: That doesn' t correct the problem.
CHAIRPLR&ON D'AGOSTING: We've algeady given
up the %easgd at yhls polnt. V i
A MR. TAYLOR: We've“alréady teased the property.
COMMISSIONER ACKERMAN: How long is the term
oi the leaSL, one year
| MR. EVERITTU; No, the lease is;usually three
years, just explorat01v.

b, COMMISSIONER MORGAN: I thought this lease,

T-this ggatféman said the lease ~- -
Y
Ve MR. EVERITTS: WNo, the drilling requirement.’

PETERS SHORTHAND REPORTING CORPORATION

7700 GOLLEGE TOWN DRIVE, SUITE 208
SAGRAMENTO, GALIFORNIA B5828
TELEFHONE (9108) 283-3601 o
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; L " EXECUTIVE OFFICER \IORTH%P - The drilling require-
o, 2 | hent, you must drill wlthin ong 'mar. ,
& 3 MR. FV’“RI’““‘H Yes, but he may want the site
3 > . : ‘
K 4| for ome yeam or twd yearq 7 ;
, e st COMYISSTORER MORGAN: 1s there any reason why,
| | 6 :“E::Lx months flom now, th:y sho wld contmue to participate’
\\\\ o7 in thiqq\aéreement‘? Is there onough hlnt oE 013 f"he.rs. that
@ T
n \ 8 they woub.d be mffereSted in coming back after tlfmv ve had
* ‘ /I -\ ,‘) L-
| | a chance to look at that'? ‘ SR
ST R N MR, h,VhRITT% That's something vou'd have to
N i o : 7
e 1| ask them. As he pmnted\out they've vaited a long/time
; 12 5 to develop thmr mtvrc.qt, ’I‘hev may‘ want to go out smd '
I SERE do- that. If Lhey don't yu, a ch:mce, 'a11 we've got is //
@ .
| 14 | 20 bucks an fzcrc wiiich L;rg t any bl.g deal. i
S . COMMISSIONER. M(ER(:AN Well, aidme that they
Q ‘ A - ‘ .
L 6 | stick with the same deal? T
(@ : . N v;{, P o i\i .
b A T EVERTTTS: Yes. R
o . ; cozvms,smmn MORGAN And I é@n‘t know why they o
T r | o wdf * "/ k4 .
TR T ffli chould f'm t:rymg tc: fl&,til"b out -some way -~ th\.se guys.
X A B U
S 20 aren L\mnch he.up ~= LO. cantiﬂuc Lhrs mattm: wz:uthout oY
AN 1 mstuzung ) uewu:m,r~m0nth perwﬁ s e
- 0\ S 38 - - MR. TAYL.OR . There’ s al.:ready aw exteﬂzsmn of.
LRSI , ]
. .o & time glven undex {he statute of 90 days‘ That's all that
"t 24| the statute provides for. . . The party cuuid give an additional i
"o . e h
: .o &5 cx{.emwn o;ﬁ time that woula bm beyond the stfztuu, which ,
° - |
\ R i 1
: D ! i
By pEﬂ £ SHORTHAND REPORTING conmmﬂow
N L AT i couLree TEWR heuve, e 208 |
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1 fh\ sLature what the statulu constituted. And I would
2 hava a problew at this point, then, as Loxwhathor or not
. //
3[ it was deemed approved, or whether’ the waiver wculd preclude
%4 | us from ralsing that issue. That would be your gamble
%1 1L he would glVL you the wailver,
l /‘"‘/‘(C ) .
6\¢4{\ MR, TROUT: Perhaps onc more alterndtive, and
)oe C ” . ’ X
7| I know Dow is unprepared for this, but perhaps they cou}d
8 o&fer a higher percentage. ==
9 / CHAIRPERSON D' AL;OSTIN() What I haVL{ objected
10 to ;s the fact Lhat there is no gompetitive blddlng Lrom
11| the other side. -1 thlﬂk that I mL&ht obgect that we're
2] onow .- . o
] e . MR, DITZLER: ”The tbfmq of the lease were
14| cs nbﬂtl&l]V plopuspd by the btaLc Lands Commission and
P
15 agreed to by Dow after much analysis of the smtuatlon',
16 4” T think Mr. Everitc posed a.statistic which
o 17y is well woth considering. I'Ie' said the !)robab{litﬁ “.of‘
18 success, ofMLkldlnv cummerC1al valuable hydrocarbons on
19 | this property, is four and a half petﬂent which says Lhat\
20"} the chance of faging nothing 1s 95 and a half perce i
,, _ , I
21 | And we feel the same way, Tt's highly egploratory, a
22 | high visk situation. e
23 The 30 percent, to us, scemed like wvery high
24 | net profit under hL lecumbtaALea, considering the Ffact
25 | that the property value,-estimated from all the technology
‘ . S ‘
B A«ﬁ\thHAND REPORTING CU*‘(PORAT! : o
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we have right now, the prospects there are 6&r ‘ainly not -«

,\

cwe have drilled three dpill holes in the Vlblnlty of this

!
i

None Immodmatvly ﬂ:fqv Ling tho propelty,\but --

~CHA IRPERSON D! A(:OS'L’J.NQ What’ f your pledsure‘
COMMlSSIONPR ACKhRMAN What' s your Q}easure?
LOMMLSSIONRR MORCAI.~ Our pleasure is to avoid

Y

months and coany back wxch the same igsue before us,
wh;ch is a pos ailil\ty, it seems, to mu, since we have not
had a reupunse to thy substantive quustlnn thaL was requestec

>
Tast ‘ql]‘ ohoul whp s thv ﬂyoncy had canLde ed using
. ( s &t

thelr own prupurlv. Y

Is 11 pu qlblv Lo approve this with the under-

<

o

&Ldﬂdlnb LhdL the upency prove to the Comnmission's satisfac-

~tign that it does nuu:hAVQ“a site available, and if it

cannot piove tha; “then it's denied® .

= ; MR. TAYLOR:\ L think yzﬁ.ve gtiil got the prublgm

of the statute. You'wve,got to act within that period-of
bt . R .

time. o
JLs think th only! alLOrv&LiVL you have, which-

£t 0

is a rlsky one for vuu it you want the mattgr put over,
18 Lo get. a waiver. Trom Dow iaL\anothem K] davs, with the
cavem; tao. ycd that, in l;tmgatnon, e would assert that

o]
it wasy knowledgcab;e waxveL. und Lhoy re. estoppeé flom

_the pf&VlSlons oL tho bLBLu*P nnd thvy would ramhm wha tever

argumants they hava as to thOll abL11Ly to DIVG Lhat kLnd

270

= 7
. // S
Y " i “
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1] of a waiver, U
@ ; '
2 OQur position would be that a party can waive
31 benefit of any statute, and uhat’g what they’fe doing here.
4| The question is, since the statute does address, the question
@ , e T .
3| of extension of time, and only provides for one up to 90
6§ | days, whether you can give that kind of a waiver, and there
7| would be a risk in the Commission taking that. The down-
® , V | |
8 Sldh of that risk could be a deemed approved.
i 9 L}xECUTIVI" OFFT ChR NORTHROP : Mav I make Just
. 101 a comment or suggerlon.
| 1 In light ol the fact that tomorrow is the deadlind
12 | perhaps you could authorize the Exeuctiﬁe Officer to
13 | couplete this negotiatlon with Dow, if Dow indicated they
a J - “
° 14 | did want to have it, to allow me to execute it tomorrow.
15| 1f not, if Deuel wanted to do it, then ~-~
%6 ‘MR, DITZLER: In cther words, you're saying
& o
o 17 1 we could resolve thg question by tomorrow?\
(o) ¢
B EXECUTIVE OFFICIER NORTHROP 'l‘haL v1s What i'm
[\: 7'1 ‘
K 19 | trying to do. : |
{Q “ ‘ Rl 2 ) ) |
| ¢%f 20 MR. DITZLER: Does it give a preference —=.d |
; . . n ‘ ’ . )
| 21 EXECULIVE OFFICER NORTHROP: WY can't get the |
' . 22 | Toumdssion togethef'im a body tomorrow. That's what Thm Y
@ X ' ‘ ;
Y | trying to get around.
f . e N ) @
'424\ MR, DITVLER: There are obvious business concerns.'
\\\3‘\*::::?;\\ i ’ : . o
) 25 T MR, TAYLOR:  You could word the matter this
@ N ’ ; k
A .
(/ . ‘ . = . 4
- d e _PETERS SHORTHAND REPORTING connonmow -
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7 [
//way, that you L?Uld vote to approve thu, provided that,

\ by the

“~chat no drill site is avazlablc.

Y100

A «
1\1\'\\ : O U
3 Q

mose of Bwelness LOMOK oW, tho ExCeutive Officer

N \'\
N

‘ijs obtained conflrmadton from rhe Department of Corlevtlon
It, 1p the event Lhat

he finds that there is a drill site avallable, by the

close of business tomotrrow, then Lhu action of thCL~mel%&lOﬂ

would be to deny WnLhouL prejudice this dpnllcatlon.'

T'l& have to work up language, bBut I»think‘it

gives you the though

Mh DITZ LFR That would bé our preference,

rather Lhan having an extension of tlmo of any sort.

N§ TAYLUR:  It'lL be seli-executlng.a Self-

>

exceuting one’ way or the other. The Executive Officer

must contact the Dopar tment of Correctlunq and get an answer

RS

by tomerrow. If he gets a negative answer or no answer,

then the matter is appfovedf 1f he gets &n’ answer that

they're willing site, the matter is autowmaticallly

to provide a
disapproved without prejudite. - . o

CHAIRPERSON D'AGOSTINO: IF nothing happens
{ il :

by tomorrow, it's autowatically approved anyway. : . )

NN

but what

s, TAYLOR: Yes, thak's also true,
we’re directed by this motiom is. the iact that, if Lhe . e
e & 3
Lommlssmun dag} noL want it to go automatlcallv but wants B R

te put a hold on i, 4l there's a pOShlblllty of gcttlng

1/, = 7 n

4 gite, that would kill the project. That's the advantage

&

- a4
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of the-motion that's been propoavd;
COMMISSLONER ACKERMAN: I'm reluctant in 7

dlsapprcvmrg it mf Lbere s o chancg of getting drxl site.

- LE Lhoré'q a chance of oettlng "4 drlll site’ there,ﬂthen

L thlnk WL should explore that to Lhu fullest e\te‘t I'm

18&LPL1VL to the-language Lhat was just outlined. \ ”
f

CZ)MMIL:\SIONFR MOPCAN That would give them a
day’to try to werify. . ) R
COMMLSSTONER ACKERMANY If we can veri%} &éa
can gat a drill site, or hopefulTy we can nogotlata one
very qu1~k1y, then that's the direction we oug ht to go.
MR‘ TAYLOR: Then the permit would be denled
COMMISSIGNER ACKERMAN: If we don't do it, I
don't know whether it's faly to deny Dow because basically

R i a7 ; .
the facts ggyeﬁ‘t changed, and they've missed the

oppartunity to drill their exploratory well,

‘that's Fee Lo them. .

| MR, DITZLER: That-is acc@ptable to uScsbeﬁause
it glves us ~- by taMorrow, we'll know whcre we stand
We may move ghead one way or anothéx thenﬂ
! COMMISSIONER MORGAN: All\}lg;tw |
. MR, TAYLOR: Mr. Northrop wxll g:v; you a cailv
EXECUTIVE OFFICER NOREH&QE‘ Don will prabablv
give you a call tomorrow. -

MR. DITZLER: ' Thank you. S ;

4]

]

= don't think

J . - ” @ » . S " L
PETER$ SHOR*HAND REPORTING CORPOHQ‘T!DNz LT
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bid. Tney re coming before us now to 51gn this ueothermal

© lease to Ammnoml“USA. Staff recommends the as51gnment

| Plan of Budgeg. €

) e TRy . 5 » \)) )
T K &y : V4 i ) :
3 AR

71’ ) = D . ' 7 . i 1 O 2

. CHAIRDPERSON D'AG OCTLNO Where will you be around

midnlght somorrow night? “ =

MR DIT£L1R~ Call me earlier, please.

Yy
v

CHAIRPLRSON D'AGOSTINO: TItem 32. .
EXEGUTIVE OVFICER NORTHROP Mr. Chairman, Item

32 is approval of the award of a geoihermal resourcos lease

i}

w1th a 12.5 percent royalty, net proflt of 70 perccnt for
the Geysers Steam Field in Sonoma County. ,
4 COMMISSIONER MORGAN: This was bid? |
N © EXEGUTTVE OFFICER NORTHROP:| Yes, ma'am.
| COMMLSSTONER MORGAN: - Sounds pood.
o CHAIRPERSON D'AGOSTING: Without objection.
o Ttem 33, N

\\\\ o b . .
EXECUTIVE OFFICER NORTHRO¥: Mr. Chairman,
ltem 33 Is an assigninent by the Domen}chellls to Am1n01b\
Vi // . =
USA. The DomenlchellJcs were thesrand owners, nﬂd they

mat.ched a 12 and a half percent plus 55° uercent net profic

COMMISSTONER NORGAN: Okay.
CHAIRDthON D'AGOSTINO: Without objection.

a

%4

Ttem 3&. s
o LXECUTK E OFFICER NORTHROP: M. Chairman, TItem

k& is the. Tleventh Modnanat;on ol LQe Long Beach OpezaLlﬁns

s

- “\:;‘ y \\ /,/,
R @
7 ‘ Z /
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1] Mr. T‘hoéi:pson, would you\,,eapeak; to ,thiét),':‘”\_ﬁlea;e.
2 MR. 'l"HDMI?SON; This is n ratification of exécutive
31 action of approving a well be redrilled from one zone to
. 4 anotheir zone. It has ne iﬁugmem;ntion ?'E funds transferred
G 51 from wi Lh in the budpet. / j/ -
fi 6 CHATRVERSON D' AGOS"L‘.INO Any problen iwit:h that?
| 7 COMMISSIONER ACKERMAN: No problem.
®- 8| CHAIRPERSON D'AGOSUINOY Without ob(jectic;n.
” 9 ‘Ltem 35. -
10 © EXBQULIVE OFYICER 'WORTHROP: Mr. Chairman,
e e 4 1 Item 55 .‘is *lz}w 1981 - 32 Plun and Budget- mr SLSI 14?
32| Mr. humpbon 1.8 ruimv to show us how he's going to spend
. 13 | the money. /y 7 |
® 14 . MR. TAOMPSON: I believe you've all received
0\/1’1\ 15 | the bOOlet oi the budget th_ch is the brmm one. YO\;.I
o 16 | have also with you a‘set of c0plws oJ: this red covered
? ]} 17 | back heve. These aryes are identified inm the' iower right-
= ’ 18 h:»m?l cdi:ngzr W:Lt:h numbors in case We fcare to enter tho\v}se
e A9 on e | - o | - o / i
& & " . ‘ : | 5
N 20 The plan of development and operatdon budges
o A\ 21 (;vcr vslsl\lillion., thare's fxlmést $48 million in thi®
! > 22 cépital :i;mx\l‘stment:, $128 million fox expenses, and $6
t* ) 23 | willion ad\yjinistr tive ovc.rhr.adm
24 | "In this first’ graph in your bosk Wlth the brown -
Do _ 25 ””‘cov\‘er, you ‘can see_these breakdowns in the cross- hatched
o | N
2 | ; / ‘
Vs @ —
LS = ;- PETERS SHOHTHAND REPORT!NG CORPO%AT!ON " .
e > | gt omanthi 2 T
A : + TELEPHONE-D10) 283-3001° a8 :
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Q

104

area. The present ycar is the gsecond one £rom the right,

and the budget rune to:the far right The oxpense partion
is down here in the opén cross-hatched area, and the

W

investment and administrative overhead. O

In the current year, it is represented on the
crgsa«harched area, it is estimaued Lo carry out to be
about 25 or $30 million, and continues into che next vear's
budget. | ~
| Theinext Surve vyou have in your hook’is :
operating expenses, That's the $104 mllL¥bn, “That has

/

Qu investment taxes. Ov administnﬂtmve mverhead. This is

yo\r dJlLCt opearting costs fram your wells.

\\ o+ New, in the plan and budgLL, there are economic ;
N ' \ ‘ /
prOJ&&LlOHS'lu Items C1°through bh. Thg *f §n/thc buwﬂmwﬁ,!

book that you have here. ‘They're after pagﬁffd

' '\ M ¥ >
The f;" |34 wﬂj
K

are Uthe estimates of Droductlo? of oil, ga \,
costs such to that. Then you fan seﬁf”‘5izi=ié¥eﬂpe of

the net : “ #hs 1deratlon &t w1ncigll
plOLJLa tax and

you see $660 miliion anL1cmpaLed gross revenue with your
$180 milllon budget xund Apain, thls $660 million is

wiLhout consideration mf the W1ndiall profits tax and wahnln
\\»

b

the varlous partles

Now, this in ‘the past has been prepareu jeintly.

We have a little”difference of opinion gs to the asount

b e T 0
. 2 :
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i ﬁ\of gross value and_@ﬁc§%§§§d royalties prai seted én this
-2 one. o i I ' C
3 Over on the right- lznd side there, on'the.WHli}
4| you can swe® some curveés and chnds ol the way oosts have
5| been-pgoing here. The QPe on the ¥ar left is trauslated
6| in dollars to barrels(k§And the grnss revenue 1s Sp in
7 ,reﬁ}thére, and you can see, whengwe prepared this year's
8 | budgert, wegagtigipated the revenue would look like thekzs“
9/ broken, line there. The reason for the difference tfor that,
\
10 prlmale; is that oil price is ndt going up as fast as
1] e thlmaLUu.; You can see the dlfterenac in the slmpe.
12 | We had thouglt that cthe oil price nould shoot up ro ten
13 | percent pcrtyear. ~That has not quite recached that.
14 Y You can sec the dyop of thoJilne here again,
{:
15 | where we've estlmaigd 10 p»jngny in thls comlng year's
16 | budget), and we ﬁay have:ﬁi flculty reaching thgt. Aga;n;
17 LﬁpproVides an adjﬂstment in which they may come all within
18 one\leL, or we may get JO cents or a dollar, Whlch made
191 for a sﬁalr~step reflection thefé. SO%ﬂlt soa little hamd
20 | to estimate. ‘ ‘ Q/‘ Q ﬁ /
21 On a doilaéwperannth basis, we canggée the
2Z |' gecond curve there, both in revenue and costs. Agamn,“‘
23 I you see the proyacr;ons for Lhe budge we ' re anL1c1paL1£
‘24 {Jon the broken llne. The biggest pdrt of thlS of wcourse,
25 is in drilling expeﬁditures.‘ Then we come to the question
0y
,, W
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- o 1| of iustificértian of these wellg: Here's a elwve whidw
OC-S . \ 2 shaws Lhe drlllm? &,Lructure, the del‘ lars here, number
{/ ' | 347 0f 11gs, and basxually\ovez tﬁe pdst\vﬂﬂx this ééain is
00 é\;/ B \ 4 fm estimated vroducucm of blmply ld\;mgr the pipe. Tb,:l.s\
O 5| is part of the production of the wnllq. Tius is the
- 6| estimate, theny in 19/9 if Lhey/had not been drilled
, 7 or redrilled. Than :‘c:he extrapolation of that. WeH took
‘Q 8 | that and transfer\i*eé that over into the rate'curve.- That's
9| this rig,ht here. . a
" \\ 10 | Here are the W&lls since 1977 Had we not dr:r.lled
E‘P < \\) H or wdr‘llled those, this is t,he course we would T?ikre g/btten
'I . i V 12 | At the vun’eni, uma we 're p*oduf*mg about 1 QOU balrels
Ef:;z - 13 ' a day nore. That is Lhe messago “
;0 . | M ' I thirk in this point in L:Lme I'1L wrap >thls\\ o
‘ 15 up. ‘he power curve up there Sb()*.&"b Ywhere the electru.al \N
-2 ) n 16 | enerpy has been going. Inc:z:easo in that.
e "'f h =47 X thmk ‘that's about all Lh\. \\?:moxmended approval
18 | of that budgret. We th:,nk the funds are adequate. There
. 19 | are’ surplus runds in a couple of account\\, depends on how
o 20 T.nuch grQss value is limited and ingested. V\ -
r(‘:’ 2 | ” . COMMISSIONER MORGAN: What happens if we deéide
,‘ L 22 | to continye our current wells‘and didn't reopen a;y of
o 23 | the old oﬁ\e;z |
4 MR. THOMPSON: We're back to the same situation
25 | that took place before, that ys\u wouid start
¢ ! N\ Sl
4 \\ :
. O‘ . . | , PETERS SHORTHAND REPORTING COS‘\F‘GRA‘HON {
e T e uiromix -

TELEFHONE {816) 383-3801
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Eh e 1 /ﬁiyppmg off"the raLe. You would againi start ‘to come, down
l/?/// .2 llkéq this. You can sce that as & rrend, t'his oné cwwerv
& 3{"'\ hus(u on, the lar rlg‘nt what.'s happo,mzr‘*d m the past wher'
5 4| you stopped drilling. You have soine re.d\yctmn in the amoypt
IO R gl \Koj’. drilling to repair those wells, then your prodﬁétioﬁ )
I 6| rate Lalls off.
l» 0 7 COPMISSIONER MORGAN:  Are ynuu\opemng new WLJ.ls"
‘QK“ o 8 MRk, THOMPSON: Yes, a combi;atlon of new»wells
' e o | and drilling,. and repalrlng old wells. e
S 10 | COMMISHTONER MORGAN: What would happen to the

B % revenues (o Hm Sltate 1f you held up on d.r’illing\{(new wells
[0 R 12 | for “me year? ~ | ';j\\
;‘ 0 © 13 M)i THOMPSON:  You would not spend appro'ximatkelvy
{Q 14 | $50 million. It's not really $50 willion, because there's
t ; 15‘ overhead. Those people will still be there o drilling
K &‘\ 16 | crews, everythlng else. You have to pay t‘hat,,,the quineers,
’ \ il 17 | the project supevvisors, t:hings like ,thaifl éo, only your

. / ('13 direct costs f:or the cregws that you would lay off and the !
o 19 | extra rigs. So, by the time you scalo that down, you would
ﬁ & 20 | now be dowdi closer to maybhe 520 mllllon and you would \\K

. 2,"' pay a penalty of thot for every yc.ar in the future. :

@ \ 22 . ‘vIR TAYTLOR: I should remi: nd the comm1ssmn i
[ 2 e 23 | that the/re is a lawsuit pending against the state dumng k

) 24 | @ period when there 'was allegedly no production, no increase
C S 4 25 | of new wells., And the contention of the oil companies

°
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that -gre suinp the State in that o

4] .
ase 1s that

'vomd 0il]
2 ; field pr ctice Tequlr téking a field out fo 1Lssmaximum'
N 3 Potentigl developmont Ln an ord\civﬁprdcess.
4 ’ The existerce of that li&igati 081, and t}n Potentiqg
S if you! e con31der1ng Just Lettlng thingg, yoﬁ‘know jugﬁ
’ 6] pullmnp off Some of the new dlllllng, of an adaltlanal
7 claim by the o

*l cumpanles 1dfthose Sltuations, that shmuld

be 1acLored 1nto yauy thlnklng in connectlon with that

MR.- 'T‘HONP SON .-

ate
i§°underWay,

Y
now that serv@ce
,to see how m“ny ari‘llng O the welig have
been noces«ary and thg ¢conami o JU&C‘IiQHtiOH.

Some range ol like now there
W

Therefbre,
tstkma*es,

hay be gu many
as 14 drilling

rigs Might be T-equned in the

unit to arilj
]
these 50 welly up Within a cey

tain Perind of time, That'g
15 - \\plobably a little onp the high side, Again, ¥ou may still
o 16 %e drllllng 7 Ot 17 years from ?QW' Most,studies ;re finish;d
171 Within four oy five monthsg, i
18

COMMISSIONLR ACKERMAN

No Problems,
CHAIRP}LRSON

’ACOSTINO

Wlthout obje
Next. item, '

EXPCUTIVE OFFICE

R NORTHRop
36 1;}& sell

~off Qﬁ approxlmateiy 250 bary

23 che Long Begeh Trach No. 2 of the Long Beach upnip
24 hlgUevr bidder wag DJctcher Oil and Refining
25 J../.S.

The Staff re commonds approvql

‘ J.
PETERS SHORTHAND REPO FITING CORPOF{ATION v
& . , 7700 COLLEGE 1¢y N DRIVE, sunre 3
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5. 8 Yo v ] ‘ T e -
e S ) oo
o o e ) | S\
U ) / . ” MR, THOMP%()N “That iq important. 'ﬂqe bond\v -
A ) /// 2| posted there is b)QO 000. ¢ TS O | \»\ﬂ
\\ 3 CHAIRPERSUN DW O‘STiNO:w ch( many bdrrel;«; i
o 4| day? L o ) ! ‘
®. 5 . MR, //THOMPSON Two hundre'd: Lifty. )
:‘\\\;‘s EXEGUTTVE Ol«I-LCI:.R NOR' ‘}[ROP Two hundrl‘;d :Eii’t"}'r;
) :5\‘!;.’\/ 12.50, it ‘9 a perceuntage figure. : “
@ S 8 | CHA'J'RPER‘:}ON D'AGOSTINO: "Any problem with Eh*\at?v
D 9 . COMMI%SIONER MORC‘ANt No
10 . CUAIRPERYON D' acoSTINOT Ttem 37,
® 3 11 4 4, I ~"*"CUTIVE OFFICER NORTHROP: Mr. Cﬁaimf;r%, Ih“m
. 1271 37 ’on Capital Imprc)VemenL [’rO]vLL Bhoreline Aquat;.c Park,
- o 13 | Mr. Thompﬂon also has a mc,mbor of the. Gity of Ling Beach
® ! 13 | here, %.;)belléve..
15 / . MR, THOMPSON: This is & rotification fror;l the
15‘ City cg\ﬁ Long Beach. We're going to spent their méney for
? 17-“‘": thc <~pc1at:mg, fund. The Commission ,»Einds” that this ‘is:__
[ 1 18 duLhOll&td under Chap‘“er 128/ 64 bcr‘t.mn 6. We recommend
i 19 the dpproval, 4 (1 Y - . |
o, . 20 N comm:sszomn*z MORGAN :  What is this? ? &
~\ 21 “ MR. TIIOMP‘;ON Thn.s is oif qettmg the shomeln.n&
22 | there, and there shouhd be a map there. It.you Aook at
o 23 | the map there, you 'd see a new marina, downtown marina,
Y | that's bemg constructed. It's Just right off the downtown
: 25 | park there, h
o
PETERS snoRTHANDﬁaEpoéﬂnéfco;aponmlcn
@ T OACRAMENTO, OALIFORNIA 85820

TELEPHONE (876) 383-0501 - i
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23
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25

‘of that, right of that lagoon area, and the cohvention
/(I N R B

cé}nt ér . ; o ] i .\1\\
CHAIRMERSON D'AGOBTINO: There's no State mcﬂn;s’
We ! Fe jus@?finding _— - B L - u‘ﬁﬁ
MR. THOMPSON: M‘éijsnkg a finding® ,Mat 1.*: is alfaw«

that the"State Lands Commission has mo interest in the

was the director oif our Termfnal rrogram, will make a

You can .30¢ Lsland Grissom off to the rvight
. e

¥ you take no action,

able under Chapter 138, it's going

to g right through anyway. You have to do sowething.

cuaTRPERS ON D'AGOSTINO: Without objection.

Item 38, 7
Y EXECUTLVR OFFL&bR NORWHROP

//I

will be addressed by Mr. Rump.

MR, RUMP: TItem 38 is authorization to ‘file

a disclalmer. Essentially this is a disclaimer dscartaxnlng

g

property.
7 COMMISSTONER MORGAﬁﬂ Qkay. o e
COMMISSIONER ACKERVAN: Okay. ; e
< LHAIRPLRSON D' AGOSTING: Item 39, |
BXECUTLYR OFFICER NORTHROP: Mr. Chaizman, Ltem
39 is oft calendar, Iqm BOY LY . j
CHATRPERSON D'AGOSTINO: Item 40.

o

"\ EXECUTIVE QFFICER NORTHROP: Item 40 is the

Marine Terminal Safety Vrvogram, and Mr. Kent Dedrick, who

¥

ltem 38, Mr, Chairman|

i1

F‘ETERu SHORTHAND REPGRT NG CORPQRA’T{ON
7700 COLLEGE TOWN DRIVE, SUITE 208 e
SACHAMENTO. CALIFORNIA 95828
R TELaprNE {o1s) 830801 .




G_ N Vi }\ ) — ‘ TTTT
: o 1| presencation on this briefly. o
. Z/ o MR. DEDRICK: My "?na_n;e in Kent Dedrick‘ National
, {{/\ 3y S‘.‘afg/ty Gocsrdiﬁator. . o
‘ 4 You've ]ust beer/ givan an enormous volume of
@ f 5 maLeudL, and you s eaﬁl'ly d%;/t have i 10 leau\lt. The blg /
) ) 6| iat one is the tr}raw\n})g manual that we produﬂed in coopera-
7} tion with £’ CaJ fornia Maritime Academy in order to “train
?4 ! 2\8 oﬁerat.org of Ler//hlnals consmtent]y acrosq the board 50
’ } ? that we all know thaL ?lil”“mﬂ the terminal op,egators are
SRR W getting soL d Lrammg in gvc}\iy r,aspect A lot of the
@ . 11| terminals protwntl:s, have nxu*'ln&, training programs, but
z 12 | they seem to be spotty, Some ol them appear to be very
‘ 13 | good, and others aze a little short. So, we've set this
® - 14| up, but in cooperatiggi; with the Maritime Académy‘ . "o
. ﬂf 35 The Max itlme Academy thinks this sort of tralnmpr :
= }/ | 16 progrram will €ly. It will be the fi rst one in the Unlted
®- 17 | Statves on a pubhc ba51s, 80 ﬂu—’t any momber of the &publlc
i i8 | can“po. & . 3
i 19 n 1 think if you do go look at tl’i.t big, horrible
le 20 | thing, you know, Lhe manval you' ve been handed you \.,fr)uld
| 21 pmbdblv just pick out the table of contents and just get
] 22 | an 1c'lea as to the depth of material that's given. That
Ow 23 | was one of our dskb in thlb whale proje
J k2 Another one is to inspect a lot of terminals
28 | that are under lease from the State Lands Commission and
‘ | PETERS SHORTHAND REPORTING CORPORATION _
® e o ea e o

TELEPHONE {918) 383-300
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-~ the prOLLdUILS in the manuadl .

© oy

see hew they're « peratlnn That sinspection process is

still going on. It started last July. We've perhaps dyne

abouL 150 inspections/ by this cime.

QF course, after you start looking at a teqnlnal
§
time and time 5gain, the terminal itself becemes kind of
a known quantity, because ypu know every pipe and bolt
!

in the place. But, the chips coming A are different,

>

and of course that's where a lot of the\j Llon 15,'and

ran oceur,

where some of' the more impoxtant problﬁmu such

as vxplosions andjzpills.

e, I think in theinterests of brevity, I can just

o . L I “

wrap this up by telling you what the other task was, and

that deals with the standard operations manual. Now, what

an opevations msnual is is nafhing more than a’ document’
|
!

thaL is prepared by the terminal flrms that require them.
It says whatywe're going to do NA t\e tfdnsfer of oil.
Every time they transfer oil, thﬁy re golno to go through

TKirey a white offiedial *.
document that requires the Coast Gu$&d to review these
lease covenapts. So, in order to sce tanxt that these
terminal mavueals, which will be due next Jgguagg for
our leased areas; in order to see that there's.somé consisten
in department coverage, we ‘ve prepared these puidelines,
and th&t 8 Lh&t swall.r document I've given to you.

They havu not been dm%trlbuted yet., As scon as we can

0 oy

A
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7 o : . n
| ‘ - . “ A
R . 1| get them distributed in enéugh quantity, why, they'llvgo
‘ W
R s 2| out to all the;, terminals.
3 Incidentally, in terms of deadlines of work
0 4 ”goiﬁg on, we now expect that thet training class, the Maritiue
04 5 Acadcmy will be giving in Sep tember of this year for the '
6 {irst time. 'l‘hny want a little time to advertise it Lnrough
71 all the maritime Lrades, and get a brochure out, and all
a ? N 5 b
o 8 thoso matters W o
N 1 & B
” 9 I thlnk that more %r la@s wraps up what I have
V ) 10| to By, ngupl we're out of monuy. T
0 BN ‘ 1t
e ;}a 1 MR, BVERLTT: valbld(lun,
4 ; N
P \\ H - « :/‘/j \\
3 o 12 MR, DEDRICK: Yes, leglslation. ,/\
o 13 We're presently dealing with 23 terminals in
@ ) e ) '
T 14 | the State of California. Those arc the ones on leaged
i o 15 | lands. )
| / 16 _Now, there are a total o! 58 ot 60, depending
{‘l G 47 | on how you count the SLaLe totally That means there are
' ¢ 18 | about 35 we're not- dooklng at. The most imporﬁhnt are
o7
. 19 | the Port ot Los AnP@]Eb, Port of Long Beach Port of
e 20 | Richmond. R | \\
21 ) With our program, I think we 've hit an area .
. ﬂ 22 | that ha'-m t received much attention in the past. That
N B P
!!, ; 23 | is, Lho tefminals along the Carqulnez Straits in ban Franciscp
" 24 | Bay, and also ‘the offshore terminal in the Southern Calitornih
: 25 | coast. - -
7y ‘ .
PN )
. '7 ‘, \/{
o PETERS SHORTHAND REPORTING CORPORATION// e
. e 7700 COLLEGE TOWN DRIVE, SUITE 209
@ <o SACRAMENTO, GALIFORNIA 05828 f 5 /;;fg\
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Now, the lcgnblaLch analy t e'd love us to

.

)

have a nice, consistent program that coverod everybody,

Unfortunately, well, we don't

took care“of averybody.

have that.

+

Now, one thing wg can do i sponsor legisliaticn

that would bring in these other termindls, these other
fe

35 or so terminals. It could at least require that they

.prepare their operations manuals in accordance with these

guidelines that we've prepared. Again, 1 think that would

be a very helpful thing to do, and it wouldn't be too much

ot a burden on anyhody, as you can sco.

EXRAUT 1 VE

\7 A

OFFICER NORTHROP: Thank you, Kent.
As Kent has indicated We'vé§run out of budget

funds to operate this program.

they would not renew the funding source.
1 o
//COMMIS“IONER MORGAN :

\BXECUfIVL OFFICER NORTHROP

\\ )
LhL work as far as the manuals,
Vi

L8 concerned,

Have we finished our-work?
We have finished
as far as the training

I don'"t think,

Howoever, as loag as thera's
RPN

g potential for a blowup because of not folid%ing these

kinds of regulations, that I don't think our w0rkﬁi§»

5 /7
finished. Somefmne has to pick therwork up from there.

Lt's us or someone olse,

MR. EVERITIS: Something wo-have to add,Athbugh,

we have just now, through negotiations with the companies,

T
” ‘\ A
18]

J L

The Legislature has 1nd1cated

aA
1
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P . {) . . ’ ) ) ‘ . " .
renegotiated termlnal‘leases requiring this type of thing,

chulﬁlng a manual certain checkol{ List It we lost

our £ﬂnd1ng, lost our program, therw's no way we're gonny

La‘knuw whether they're following the lease terms

or ML, l don't know what we' v going to do. 1If they oo
\/

say we don L th@ a progran, wo”ve wasted our time messing

7,

=

around with those leases, I think.

COMMISSIONER MORGAN: Have they already. B

weted on this? 2

EXﬁCUTIVE OFFLCER NORTHROP: On the subcommitte

Kl

The résource ageney supported, the Governor 3 Office

supported it. But the subcommittees on both sides indizated

7

that -- Senator Boatwright has 15 of the 23 ‘terminals in
his district, and he was“not present at the subcommittee
hearing when it was discussed. So, it was acted on by
Senator Briggs and Senator Presley, but Senatdr Bnaterght
didn't have any input. So right now, it's out on both

sides

J : )
COMMISSTONER MORGAN: What hippened in the LA
< i S )
area? Wasn't theré a spill recently?

" EXECUR4VE OFFICER NORTHROP: There was a spill

- ) X " \.h c
as ol last Friday.

= MR. THOMPSON: Yes, it was. I don't know what
the size, of it iss %

‘l\ s T
' MR, EVERITTS: It was around #4868 barrels,

sy
o

es.

s

i

Ny
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i ] |
vl pretiy good sized one,( Turn“w out. it was mostly =-- 1t was
v \
. 2 Jin the termirnal, Very Few, approx imately 50 barrels in
(R’\\ “\5 3 the Water, someflung like “t.at. Their Lme parLc.d in the
SN ) |
4 "La.nk bdttexy in the uplandé'\\‘kust while Lhey WQre transferring.
. 5 "Thcy voL:Lcnd it before Lhey could--eatch it. \
o T A f}"
6 EXLCULIVE OFFICER NORTHROP: It was%kﬁﬂwﬂﬂe
L 71 gallons. A ’f'/’
@
81 COMMISSIONER MORGAN: Would your pregram have
i % | presented th (LT. from happem.ng" ' &
L) *
o “a 10 M‘}L RVERITTS: A full program might very well
. ‘?‘r&' have, bocauw with a full program, we wou]-‘ be mspectm
Waf \
“42 | that. We' ve bhoeen dul.m' makashi ft with a */erv small program.
YN -
“NA - 13 o BXBGULL y» OELLcﬁR NORTHROP : &Lartlnﬂ at page
Q, <% ! ’ pR
o 14| 257 and 8 in thu L.al\.r\dar, it gives a sample of just one
= c . \\’n‘ ‘ ettt ey
¥ ! man's ifspection.
P . , i) ,
N 76, .. Thank you very kindly.” That was very informative.
JQ o ?‘ . ‘ : '
17 CHAIRPERSON D'AGOSTINO: Anything else on the
’ 18 agenda? _ i
o N i R
. A "4 ‘:l‘ ) ) : g
; B " EXECUTIVE OFFICER NORTHROP: The closed session,
® ” =
20 } there is no closed session. The agenda is complete as
[ ‘1‘; ; 21 far as staff is concerned. 4
0 i . 22 | Y ’ : /;7 -
) e COMMISEIONER MORCAN: How come Sue's still here?
. 23 /,’{ Are ,.:,*z.‘hey coming back? - o
‘ L CHAIRPERSON D'AGOSTINO: We stand adjourned.
o 25 (Thercupon this meeting before the
® |
)// . s .
= PETERS SHORTHAND REPORTING CORPORATION \
, : ’ . 71) GF7 LEGE TOWN BRIVE, SUITE 208 : " o
ﬂ: ’ SACRAMENTO, GALIFOHNIA 85268 %
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1 Stm_e Lands Commlss:lon was dv:ljourned \\
& ;
‘ 2 J aL approximately 12: \50 p.m.) ¥
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