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CHAIRPERSON CORY: Call the meatlng to order.

A Any ccrrectlons or addltlons tu the minutes of

™

the mewtlng of Jine 29+h7 Without obgectﬂon, they'll be

confirmed as presqntau. . vk\*

v

Claire, do ynu ‘have the Executive Offlcér s
report -~ which is %p wrltlng before me ~- do you have any

gcomments you'd like to make?

; - EXECUTIVE OFFICER DEDRICK: Yes, I wanted to
tell you that our represantatlve to the Coastal CQmm1551on,
Dick Golden, he is retlrlng, howevar, he has agreed to stay
on as & retirel annuitant -- or howsver you want to put
that =-- he has agreed to continue to represent us on the

Coastal QGNMlSSlOH with your nm;gn:.ss:.on~

We have also begun thm reorganlzatlon of the

i

Minérals and Oil Sections in Long Beach so that we're
combining the Long Beach opexrations w1th the statewxde

operations. Moose Thompson is the chﬁef and Don Everztts

is de¢puty chief., And to replace Mr, Calden as Ghief of the

Lands Branch - Lands UlVlSlon is Lanoe Kiley who was
/

apponnted yesterday¢ T A

CHAIRPERSON CORY: Okay. I would like to comment

that I'm glad that Dick is staying ro continue the

Caastal Commission worg.u We appreciate you doing that,

PETERS 3HORTHAND REPORTING CORPORATION
3435 AMEHICAN RIVER DRIVE, BUITE A
| SACHAMENTO, CALIFORNIA 05325
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Dick. And we will mlss,ycufu Sinte you won't, be here
\ , A .

the rest of the time, we'll be eaﬁing“our hearts out. But

‘you 11 . be doxng soething wcrthwhxle with your tlme.

MR. GOLDEN:® Thank you.ﬁ
,CHAIRPERSCN CORY: Thank you very much.
and there is a conflint uf intevest, I guess,

that should be dlsaloned, we'll put dround it "top secret"

in terms of Kiley's relatlonshlp to the Controller s Offlce.

We haye called, thoﬂgh I want you to knOW’for a full

i

1nvesttgab10n for tﬂ& wanton cheatlnq that went on by this

ouurageous operatxon called th& Lands Commission. I always
thought'thase were good pebpl&. I really did, J
(Laughtez.)
MS. .MORGAN:uuAre you going to teil us the score
of the baseball game? : ‘
CHAIRPERSON CORY¢ It's irrelevant, They
che;ted. T@gy?absolutely cheated.

(Laughter,)
CHAIRPERSON CORY; And we’ye going to do

something about that.& I never thought that Sean McCartay

was r*ght, but I'm beﬁ/

nning to reevaluate ny POSLEADR.‘
They're thieves., Theykstole that baseball game,

S
T,

\\;’

)

(L ’“""h =

At A 4

CHA;RPERSON CORY: I missed it.
MS. MORGAN: That%ﬁwprobably why they won.

PETERS SHORTHAND REPORTING CORPORATION
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roadbed into ad]acent ti uelands to allow safer public .

'CHATRPERSON CORY: Okay. We have a rejort on

coastal matters..

MR, GOLDEN: VYes, Mr. Chairman, very brief,

The State Coastal Commission met In San Matec
from July 14th through the 1l6th.
. BAn announcement was made of a symposium on the

k

future rolé of the State of California in Marine Resources
Management to be held November 7th through the 10th at

Asilomar to be sponsored by the California Coastal

Commigsion as part of an ocgean study project funded by ="

the Wllllam H. Donner Foundation of New York,

- A project of Caltrans to realign a saction of
Pacific Coast Highway iﬁ;Ventura County ne%r the Los
Angeles County line sparked extensive discussion,

Caltrans spoke to the necessity of widening the

i
i

access through the areas of higﬁéét slide potential.

A} \‘

This project is on this Cnmmission's agenda

Item C-5, After

today for a public agency permit ag
: . ) ‘

exploring every alternative, inclgﬁing the no~-project %
: | ,

alternative, the Commission approved the permit on a 6 to

4 vote.

xe there any questions?

e diha N P33~

I have a question,

CHAIRPERSON CORY: If it was

a six to four vote, we've got something on the consent

‘calendar -

PETERS SHORTHAND REPORTING CORPORATION
3135 AMERICAN RIVER DRIVE, SUITE A
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MK, GOLDEN: That was the land us& one of the
COmhissibnefs was concerne? about, because he didnft feel
that there was sufficient éuid pro quo heing offerea by
Caltrans in exchange for taking the tenth of a mile of
tidelands. ’
This point was, I tbink, rather carefully
gone into by Caltrans and by the staff of the Coastal

Comm1551on by recommend;ng that they had gone into 1t

very'carefully. And the areas that were not subject to

. public access at this point, and the increase “in public

A .
access offerped by Caltrans would be more than adequate

to take careiﬁf it. I think that the majority did feel
it was a good projectﬁmxw' . {%
CHATRPERSON/CORY: Okay, Thank you, Dick, Okay.
. The next item is the consent calendar. Those
are the items on the agenda with the prefix "C" in front
of the numbers, And théy go from C-1 through .l4, excluding
12, which has been removed from the calendar. Is that
correct? - _ ‘
ﬁé wiliPtake all of tliese items up~in one motion,

unless somebody in the audlence has some objection’to the

proposed staff recommendatlon on these atems.

An +ha congent o n?nnﬂa'r' will 1’{“@.

"approved. ag presented.

Item 15. It's a request to approve the form

PETERS SHORTHAND REPORTING CORPORATION
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of the lease between the State and Hometels Development

Corporation., ° o i

o

Is there anybody in tha aﬂdieqca on this item?

o Mr, -
MR. BRUNSTEN : vBi%a Brunsten from Manat#,

§ o

MR, WOOLLEY: I'm Robert7Woolley from Home.cls

Phelps, Rothenberg & rnunney.

Developmert Corporation, {@%
//

CHAIRPERSON CORY: Wo you have any problems

with the proposed staff recoﬁmendatlon on this?

MR. BRUNSTEN: No.| We're in favor of it.’

oy CHAIRPERSON CORY: /0kay. Is there anybody else

in the audlence on this 1tem° Questions from the i\
//
,1
Comm::.ssn.o:ma:z:s'p (¢

\‘5
MR. ACKERMAN: Just one question. 2\

There is -=- I've noticed one provision in the

calendar item -- maybe the applicants might want to comment
/ 5

on th[u e thaq 1t says the CommlSSlOn reserves the right
to make changes in the lease-or other modifications deemed
appropriate. |

My concern was tﬁat if our action today -- and

-/«

know you've requested it =-=- you ve had to go to financial

H

)
lenders to put the whole package togethex, is it a concern
L

to you hoﬁ]finanCLal lenders may/VLew these changg

{et

provisions? It may be jeopardizing arrangements or

agreements that you have made to them or the Commission's

PETERS SHORTHAND REPORTING CDRPORAT!ON
2435 AMERIGAN RIVER DRIVE, SUITE A )
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made to them somewhefe down the rOacs.

and I 3usg wondered how useful this document
would be for yoiur purposes with that clause in if.
It says the Commissian may -— I believe it's

ITtem 3 in the -~ It's Item C ox 3 in our caction? “

MR. TROUT. It‘s 79~c, Ttem -— Recommandat;hn 3,

',_~/~~

which says ﬁhat the Commlssunn declares ﬁ&e approval “of

the lease form herein shal'/in no way prﬁkudlce ox
otherwise affect the Ccmm1“51on s futuxe dellberatlons”
and decision relative to H%metg;g projects

| MR, ACKERMAN: It seéﬁébyo give the Commission
pretty widé,latiﬁuda to come back for'futnre changes,
And since thig a pretty expensive project, I vas
concerned how extensive those changes mxght bhe somewﬂere
down the future and how that might impact you going now
with this lease to pr;pose to the lenders,

I guess it doesn't depurt from fufure actions -~

AR

I mean previous actions the Commission has taken. You've

done thig I beliﬁfa on one other project or two other
pronects before. I'm all in favor of doing this; I just
don't want to approve something in a format that may come

back to haunt you, That's all.

2nd

£ you're tatally satlsfxaa with that Item 3,

X

it's fine with me, I was just concerned about that fxom

e

your standpoint. ,
MR. WOOLLEY: Based on the time and the effort

PETERS SHOR""AND RERORTING CQRPDRATIO& ' 7
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éhat we've put in with the staff, and the length of the
negotiations of the lease, I'm satisfiad to have that

EHAIRPERSON CORY: Okay. Without objection,
Item 15 will be approved as presented.

I'd almost be wanting toztake”note that the,
Lieutenant Governor's 0Office is that concerned about cur
National Chairman, but I absolutely won't do that.

{Laughter. )}

Item 17.  The California Department of
Forestry, approval of au interagency agreement for a fire—
break, Anybody in the audience on this item? Questions
from the Commissioners? ()

Without objection, Iéém‘No, 17 is approved as
presented,

4 Item 18, authorization to offer for --
EXECUTIVE OFFICER DEDRICK: l8 is off.
CHATRPERSON CORY: 18 is off, At the top of my

list I have 12 is off, 16 is off, and 22 is off, and 30,

EXECUTIVE OFFICER DEDRIEK: We pulled it this
morning.

CHAIRPERSON CORY: 18 is off. All right.

The only way I can get even on that is to cCheat
on‘the paychecks.

(Laughter.)

S
<!
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EXECUTIVE OFFICER DEDRICK: We thought it was

safe to win while you were out of town. OCbviously, we were

Ty
I
e

wrond’,

CHAIRPERSON CORY: Probably the only time in the

history of State employment is that going to be handled by

- payroll deductiows. You guys lost,

(Laughter.)

CHAIRPERSON CORY: Okay. Item 19 is execution
of an -~ exeéziléﬁ and acceptance =f an agreement for
transfer of control of 80 acres. Why don't you tell us
what we're doing here? -

EXECUTIVE OFFICER DEDRICK: What happened was
that sdveral vears ago Forestry wanted a'100k0ut station -
and BLM oimed the land. So we traded with BIM and Forestry
did thﬂ gurvey and built their fire station. &And then it
got resurveyed and it turned out it was the Qrong piece of
land, diffefent from the one that the flre station is on,

MR. ACKERMAN: Sort of like bulldozing the wrong-
house on the block or something like that?

EXECUTIVE OFFICER DEDRICK: It's not guite that
bad. But it's a Frifle embarrassing, h

CHATRPERSON CORY: The environmental work must

have b en inadeguate.

(Laughter. }
EXECUTIVE OFFICER DEDRICK: I don't know what

‘,k.

PETEHS SHORTHAND REPORTING CORPORATION
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occﬁrred, but I think it was long before that.

CHAIRPFRSON CORY: Is there anybody in the
auﬁlence en 197

Questions from the Commissioners?

Without objection, Item 13 is approved as
presented,

Ttem 28. Staff is going to inform us on the
proposed Point Conception leasing.

EXECUTIVE OFFICER DEDRICK: Yes, Mairly the
purpose of this item is Smely to bring you up to date
on what has, in fact, been going on and what k1nd of tlme
frame you can expect further action on. N%

The environmental impact report is inﬁthe final
stages of becomihg a final environmental impact report.
And the staff and the consultants are —-- have reviewed
+he comments from all the agencies, %rom‘the pubiic, and
are adopting or adapting the final‘r&port to cover the
substantive issues.

We will be bringing that before ycu for your
certification, if you choose, at the August 26thwmeet§hg.

’ As you read in the informational item, that last
oCS sale wﬁé not a very successfulﬂﬁéle, but it can't

idered a typical sale because the parcels

were bits and pieces scattered around ~- épme were in very

deep water; some had been offered before. -
AN "

PETERS SHORTHAND REPORTING CORPORATION
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It is importanty I thp k, that tha highest bxd
price in the sale was on a piece of land adjacent to “ﬂe of
our leases further east.alonyg the SantaQBarbara coast,
the Palnt Conception area. The bid on the little )
triangulzr parcel with the marine canyon in it that abuts
the farmation on ouxr property ~- the bid on that was ahout
$2,060 an a;re. It was rejected by the federal government
and is now going to be -~ go out in another cleanup lease
sale, )

The Long Beach cffice, as I pointed out, is in
the process of reorganizing to have the statewide uée of
all of our peiggnnel, There's aﬁ accounting problem, 6f
course., We have tn be very -sure that we keep Long Beééh
operation separate from everything else so we will be able

better to use our pecplie, I think, in a consolidated

statewide operation.

We have geophysical data available to the publicﬂw

now for their perusal, You have seen those data in

earlier briefings.
S Wa have =-- %he staff has prepared a basic,
general lease form and we are workin; with the oil industry
aﬁd the ILegislature to try to geﬁ}ﬁnitﬁzation agreement
statutes available by the end of-this calendar year.

And that's where we‘re at, You still have to

hold a hearing on the final aﬁvx;onmental 1mpact report

rmer s i

PETENS SHORTHAND REPORTING CORFORATION
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you decide to g9e to lease, if You so chovse, ang in ;

additien to that, ypu'haVe to hold a hearing under - what'si
~the section of the Public Resouress Code? But, anyway, 1
i Y 1

under partieular‘pravisions of the Public Resources Code [

that requires You to make fipdings that are listed, put

the statute ig olg,
If you choose, we cap bring that -- hold ‘that

hearing in August or we car holg it at a later time,’

CHAIRPERSON CORY: Questions from the

Commissionerss?
" MS. MORGAN: Yes. Before we really start inte

this, I think I'd like to Spend a little tige with the staff,
EXECUTIVE OFFICER DEDRICK - We'd be glad to,

A

MS, MORGAN: g we can gchedule Samething, 7r1tg

appreciate it,

= CHAIRPERSON CORY: at th§s§point, though, we're

having a meeting August 26th.
EXECUTIVE OFFICER DEDRICK: That's our reqularly

Scheduled Commission~meeting.

21
'CHAIRPERSON CORY: Ang st that point we wouid -

22 )
23 well, we could start the pProcess, everything, stafr working

togeﬁher,'Commissioners”y- I'm sort of inclined to want to
// : T

24
Proceed with it, Although the one thing I would like the

\
W
W

PETERS SHORTHAND REPORTING CORPORATION
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<zof tlme we not be awarding leases.

11 too,

7N EKECUTIVE OFFICER DEDRICK:

. , ¢ ~
N g}
staff to keep in mlnd is that we do have an election. that
K
occuré in Nuvember. It would seem t¢ me that a lame duck

period between the electlon and the swearing in off the

newly elected people, 1 would prefer that during that pexriod

 If we can -~ we can

‘ start the provess and make the actual award aftEIWard X

WOuld feel more comfortable than to deny the public the

rlgnt to get even if they deu't likercur decision,

EXECUTIVE OFFICER DEDRICK: Oxay.

MR, ACKERMAN: I agree,

7y

‘At ihe August 26th4meeting if, in fact, a hearing
is heid on the EIR process and all at that time, ﬁculdjWe
also have before us a decision on what form the lease:
arrangements would take u4s to what type of bid or what

gtructure that the bid would be?

i

'EXECUTIVE OFFICER DEDRICK: That's at your

i

optiaon.

MR. ACKERMAN: Because that's a prettv fairly

compllcated decision that has to be mad&. I think we

really need to have adeguate time to weigh each of those

options, N
A . 3 )
A It's entirely up to

9]

you. You can't make the dec151on before the EIR is

CELtlfle&. And after that the other steps ~- the tlmlng

of the aother steps 1s the choice of ﬁhe Commission.
i i
I
(

12

I have one gquestion, [
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o R, ACKERMAN: Okay. | !
2 ‘ - cﬁAiRPERSON CORY: You should sort of/ﬁry to get
“w © 43 out a flow chart for us as to what oux options'aré%
h 41 | EXECUTIVE OFFICER DEDRICK: All rigﬁt.
e | | 5] ) CHAXRPERSON CORY: Anybody in the audience on this
© 6| item? Okay. |
T ? The other thing I guess you should ~- in the
? - 8| normal course of events you should coordinate with other ~~
L ) EXECUTIVE OFFICER DEDRICK: Yes, we are in fact -=
} | 10 o CHATIRPERSON CORY: wm other State and local
ﬁﬁ R n agencies as to what happéns? '
. J S 12 EXECUTIVE OFFICER DEDRICK: Yes, Yes, we work
Qkf' 13 | very closely with the other agencies, Of course, in the
* - ¥ | environmental process, reporting process, the comments
SR 15 | conme in,:an#~the staff and consultants are working with the
w/ , 13 agencies tao be Sure that our responses to their comments
LS 17 | are satisfactory to the agencies on the substantivézissues.
| 18 CHAIRPERSON CORY; Okay.
Cféiﬁf_ 19 | MR. TAYLOR: By scheduling the hearing for
@ - : 207" next August, are you scheduling the staff meeting to discuss--

; 21 I'm unclear,

PO 22 EXECUTIVE OFFICER DEDRICK: Well, I thought you
‘ N
@ 23 | had intended to -~ well, I may have misunderstood you. You

24 | don't have to hear «~ you don't have to hold a hearing on the

§?/Jr . 25| ®IR in Anéust. If you would rather put that over, you can.

e

3
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But you cannot go any further in the process

- without holding that hearing and making that décision,

We could, after we deal with

I\

i Y

tha -environmental question, have that hearing. It's

CHAIRPERSON CORY:

suégequently we could make our dec¢ision and deal with the
issue of tha ferm gﬁ*tge lease.
EXECUTIVE OFFICER DEDRICK: That's cofrect.
CHATRPERSON CORY: I'd as soon go ahead and get it
dene. |
MR. ACKERMAN: But I think if that is to ﬁe donre,
that's a controversial enough decision to where Ther¢ must ”
be adéquate notice to all interested parties who would be
interested in how the bid is structured’éﬁ@ the like so
that it's clear to everyone that, you know, both the hea;}ng
.and the discussion and a decision on a bid.backaQQDWDuld
be made at the same tinme. |
CHAIRPERSON CORY: My understanding of what the
staff is saying is that they do not have to be made at the
same time, You must make the environmental hearing —“'

EXECUTIVE OFFICER DEDRICK: Before you =~

'CHAIRPERSON CORY: -~ hefore we do anyt%%ng else,

before we proceed any further, Se, if we're going to mov
in ‘a timely manner, we should, in fact, proceed with the
environmental hearing at least in August, We should at

least have that, Whether or not we can get to the other

= 3
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., stuff dene remains to be §Fen. ’ i

© Ten days prioxr to the meeting?

Which I he51tate to ra

Is that -—

i
l

MR.. AQ&ERMANY But if you get the other stuts,

other things doné) the normal notice for meetings is Wat?

I don't thlnk ten days is

; adeguate to. discuss something like that.

BXECUTIVE OFFICER DEDRICK; One other point,

g but I think I'd better. The

.\« g
Canallna heazqng is schedule& for August Zﬁth also,
Il bﬁ long day,

CHATRPERSON CORY: Okay.

MS, MORGAN: It's important forjgs to see the

schedule ﬂéid out, too.
| ; ,
| EXECUTIVE OFFICER DEDRICK:! We will do that,
| AN
| N\ .
. . |MS, MORCAN: That would have some influence, I

,\\\
A

think‘ . . \H P (;‘,
©“~. " EXECUTIVE OFFICER DEDRICK: Okay. Thank you,
, assignments of

' CHAIRPERSON CORY: Item 21 ie

geofhermal lease of Richard Wall to Aminoil,
/ Anybody in the audience on this item?
Questlpns from the Commissioners?
© _Without cbjection, Item 2I is approved as

praéénted~

Item.22 is off cszlendar,

*tem 23 is a request for appraval of a prospectlng

permit for gold and othel valuable minerals, otner than

PETERS SHORTHAND REPORTING CORPORATION RN
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bil and gas, in Riverside County for Southern Desexrt

Ggld Corporaticon. ) . o ¥

e Anybody in tﬁe audience on gﬁis itém?
Questions from the Commissioners?m

- Without objection, Item 23 is appﬁ%ggﬁnas

presenﬁéd.

, Item 24, approval of a prospecting permit
application for gold and minerals, excluding oil qu:gas,
in San Bernardino County for Ron Spear. ij «/ ‘

Anybody in the audience on this item?J

Questions fré% the Commissioners?

Without objection, Item 24 is approved as
presented, -
| Iteﬁ 25, Sutter County Departmént of Public
Works wants an exemption from thg!oil and gas competitive
public bidding surrounded by a sméll{parcél of what, an
acre, acre and a half, surrounded by somebody else., And
ﬁﬁey want tofpegotiate with them rather than do it
separate, .
MR, HIG&E: Correct, Mr, éhairman.

CHAIRPERSON CORY: Anybody in the audience on

this item?

9 Questions from Commissioners?

Without objection, Item 25 is approved as

presented,

\_\\‘

i
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.and Easement from Arco ta Norrts oil.

‘island is &eclining‘

/

\Q. P\

2 » ° o

o

Ztem 286, assignment of State Oil and Gas Lease.

o
i

e have Mr. Buchanan and Mr. Carx xepreaentlng

Norris 0Oil here.

Staff, why don't you £ill us in briefly and then
let us hesr from the people involved. %

SYECUTIVE OFFICER DEDRICK: This is ~- we're

i
i

talking about Rincon Island of £ of Ventura. And the
picture here for your beneflt ~=- this 1s onp»af‘the oldest

leases the Commission hasy 2And the prqductlon on the

Atlantié Richfield wants to assign

the leaqe to the Norrpis 0il Company, And Atl;ntic Richfie

,wants to be held harfiless in that transaction so that they
no longer have an obllgatlgF to take care of claanup work
out there. | p

The staff estimates. that‘to take out the wells
and do the job on txe tsland would cost betveen four and
eight million dollars, depending on how much uf a job you

want to do.
The original lease required the lessee to return

the ocean floor to its origimal state, If you want to go

‘that far and take out the island, then the/hﬁmber wonld bé

moreillke $8 million in today's dollaxs.‘n §
1

il
v ‘staff has worked with Mr. Norris of the Norrls
Vi
/’
sny and Mr. Carr and nas negotmated o~ well, the-

17!

1ld

i
..

o m ——
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/ A 1! lowest that we think is even a reasanabi;a risk f;or the 1
® 2 | “Commission to take would he & $2 million bond, o ]
3 Noi:'ris 0il says they cannot get ‘a $2 millionm * i
4‘ " bond, and I really cannotoreccmmend that anything lower than
® R 5 | that be accepted, I think you should recogr:;i.'Ze thét the
6 state will be at risk \Nin this situation,
. Arco has a $500,000 bond. 2And Norris has such
g: . g | @& bond also, The difference, of course, it's an old bond,
O g | and also Arco is a very large company. Norris is a smalﬂi.
- 10 company, J | \
® " If you'd like to hear from Moose Thompson or N
12 other staff members on more details, they're available,
13 CHAIRPERSON CORY: I'd like t¢ hear from Norris,
® IL‘,;gake it good, because you're »in tkroiab‘ie.“ “
s | / EXECUTIVE OFFICER DERRICK: Identify yourself,
16 i MR, BUCHANAN:; My name is Robert Buchanan. I'm
' o y7| an attorney and I‘m representing Norris O0il Company, My T
: ) 18 o“:Efice is at 626 Wilshire Boulevard, Los Angeles, Next to
“ 19 me is Mr. Ned Carr, President of Norris 0il Company.
® Y, I think the first comment that we wéiu:g like to
f : 21 .make ~- I'd like to make ~= q‘.s that I thihk Misg./nedrick,
22 you ;omewha,t misadvised\?n one point, and that is that you
/@ N 23 staté& = I understood yoﬁ to say that Norris dannot get
0 . 24 ;;’;bond. That's not the fact. i&é're asking that we ricxt\f\;\fbe
* 25 %Equired to get a $2 million bond. |
o . ,

o0 2 PETERS SHORTHAND REPORTING CORPORATION
; i ‘ 3435 AMERICAN RIVER DRIVE, SUITE A
® < SACRAMENTO, CALIFORNIA 85525
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o : |
S V Exmcﬁumxva OFFICER DEDRICK: I'm .sorz;yﬁ. I"n & i
® 2 conversation with Mr, Carr, I was inmrmed by Mr. Carr :
i 3| that you could not get é $2 million b«:anci in the Santa
4 Barbara channel. \
'® ; 5 X MR, BUCHANAN: ’Wella I spoke with the bond people
6| vesterday. BAnd I wasn't aware of that, &and I asked that
7 Spécifically. But, \:\in any event, our requﬂ@st is for
@ g approval of the assignment. ,
| 9 . We feel that there are goqd reasons that Norris
) 10 | - ought to be approved the assz,gﬂmem- W:Lthcut requlrlng §1t
i@ DR T o obtain and furnish a greater bcmcxiag that presently W
: Z-;'; ,% | 1z » exists. Those are specifically these: the $500,000 hattd,
i s (“ 43 | which has to do with the removal of the island; and a
!Q ,, \;_\ 14 $25,000 lease performance bond. That's whatsArco pi:esantly ’
IR o 15 has and supplied in the past., And we are prepared to do
o | 1@,  that.
& | 17, I wigh you to know also that in accardance with
;sy the statewide rules of the DOG, Norris has and has been
19 . carxying a statewide bond with DO& of §250,000 Whlch has to J
® ‘ 20 | do with the cleanups. That's for the protection of all
@‘\¥~> 21 the 4.andowners, mclud:mg the State of Califoernia.
L 22 | And separately, and not apnhcagm +2 this case,
- K .23 they also carry & hundred thousand dollar bon& for DOG
;:3 ” 24 nurposes for onshore leases. ‘
o 25: So, tng.y're certainly bondahle and they're proven i
® " |
S ¥ d ht N | . l
PETERS SHORTHAND REPORTING CORPORATION I
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Tﬁay are indeed a small company compared ta
Arco today~l But I will iemind those bﬁx;éu who méyb%
aren't as old as I am -~ and I think that covers most
of you -~ that Arco waé in rather dire straits ~-'not Arcd e

but its predecessor Richfield 0il, the original lessee -~

shortly before this lease was let in 1355,

CHAIRPERSON CORY: My recollection is that

Mr. Jones had more than that in cash ¢6n him when he diad,

MR. BUCHANAN: Well, vou're speaking perhaps

‘of Mr. Jones as ditinguished from Richfield Oil]

 CHAIRPERSON CORY: My recollaection is that -~
MR. BUCHANAN: But things change and we

recognize that certainly, 2And I don't mean to be

suggesting that Richfield wasn't always a stable company.

. But they were in financial difficulties in the late

forties and early fifties. And yet your predecessors on
this Commission didn't see fit to be terribly tough with
them in 1955,

We certainly recognize that the costs have
increased. And the -~ |

ﬁ CHAIRPERSCN CORY: The amount of’bond is currently

how @uch?

MR. BUCHANAN: There are two bonds, Mr, Cory,

fiﬁhﬁhunared and a quarter. There are two bonds in total.

PETERS SHORTHAND REPORTING CORPORATION
3475 AMERICAN RIVER DRIVE, SUITE A
SACRAMENTO, CALIFORNIA 95225
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We re talking, true, in some views may not be considered
too much «=~ the difference between the 500,000 and the
25,000 bond and a $2 million hond represents around

$20,000 a year, which may not seem too much to anybody,

But if you multiply that over 30 years, it adds up ta quité

i
}&
It also - for a company who has been on a

growing trend and is relatively small compared to Arco =~
is & more significant efpenditure thaﬁ it would be for the
larger cumpany. |

The point I think you need to keep in mznd about
Novris 0il is that it has operatea For over a year now
and once prxor to that permod operated one lease., . But it
has since, for the last year and a half, operated two
State leases. And X believe your staff will back me up
when I teli you that Norris has done an exciéllent job on
both of those leases, has improved production, has cleaned
it up; has, I think, increased communicatiens with the
staff so that the staff ig more cognizant of ungations
on ihcse two leases than yOur staff was prior téithat time.

’ But they've done a good job, and I think what

I'm sﬂggest&ng to you is that they're capable of it.

We wouldn't have this problen, ‘T submit to you,
and wé wouldn't be here today digcussing it with you but

for the fact one of the conditions that we have in our

PETERS SHORTHAND REPORTING CORPORATiON
4435 AMERICAN FIVER DHIVE, SUITEA
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1. a discussion of that on the record.

>

»;K . | 4 \\\ | 2 2
- . N o : . Jl a

?transautlon wmth)%:ﬂo is that they want clearly teo have e

ho longer have any obi&gatlon tec the lease.

% Whatever thase reasons -~ whatever the reasofis
behind that reqﬁest and demand are,. I don't know and that's
And I

none of ny busmness. But that ﬂs the situation.

feel, us a lawyer; that both the law’ of the Public’

Resources Code and perhaps even this particular ledise
really call for an assignment wwthout holdlng Arco
I think our ~--

continuing. to be respoqsible. so,

:CHAQBPERSON CORY: Are you suggesting that the
assignmenit is an administerial act and mustxbngranted?
I am to this point.

BUCHANAN: No,

MR. I think
you can only withhold approval if there's a showing that
the assignee is not capable of meeting the Eequirements
of the law. I don't think that's the case here.
I don't want -~ I see Mr., Taylor inchiﬁg towards

the microphone -- I don't want to take that initiative,
because I'm not hqnqing on a legal pgint, Mr.'Cpry, like';
have on other issues before this occasion’on‘other

occasions.
But I =~
EXECUTIVE OFFICER DEDRICK: I don't think'that

you pun

ehould be on the record, the comment

CHAIRPERSON CORY: I don't want to get into

I've made my decision.

%
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1 Llve got nothing mora, you know. If that's yoar x\va.a.w, ( ! i
® ;| thatfs where we are, The ;Lawyers are expens:.ve\\' and lt N l
' 3 ends up coatlng evérybody moneys I'm r&ady to read vhx.m and |
[ s ‘\\\\i\ 4 | WaP « | \:\‘;\:
- 5 MR. BUCHANAN; Mr. Cory, I'm trying to point out i
g to you that we recognlz:a w- that Norris 0il Cm;:pany
/
: i 7 ”recognn.zes that :Lt is not financially equal to Arco. There's
® / 8 no question abéut .that, )
“ o CHATRPERSON CORY: The difficulty for getting
" w0 | into any further discuésions’at this point,giving your
G ’ 1 pos:.tn.on I just think -- I d just soon not hear any mmre
“ 4 | ond decide whether or not we siould make the assxgnment
G 13 or nc,t make the agsignment rather than getting :mﬁo any
0 \d 14 diaiogue oxr discussion as to why. So, you can take your J
{5 | best shot, given your view of the law and where you think o
16 | You are and what you can and can't do, rather than for us
o ° » 17 to get into a full scale discussion which might end up
' 18 adversely prejudicing the State's position, Or in some
o 19 attempt to tfy to help you, it could end up being used
& 20 | adversely to the State's position,
s ‘2‘ ‘And I'm a 1ittle leery about, given where we
*6 123 MR, BUCJANAN: You seem Lo take umbrage wifh
SR 24 - what ““"é
o 25 CHAIRPERSON CORY: No.
W
-
Yy o ,
: v
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MR..BUCHANAN: =-- and I apologize.
CHAIRFERSON CORY: No, I don't take umbrage at

ﬁal 1,n ,

MR. BUCHANAN: I didn't mean -~

CHATRPERSON CORY; I'm not taking umbrage at
alio I understand your position as yéu gtate it, And if
that's the position, thén T don't think we can discuss -~
if‘the question ig solely that in your wiew and that's the
law and our lawyer agrees with that, I &'t really care
what cur lawyer thinks. If that's what you think, then
we're going to be litigating. fThers's a high possibility
that we're going to litigate that issue.

MR. BUCHANAN: Not at.all.

We héﬁe no inte;est whatsoever in litigation.

I want to make that absolutely clear,

We're here to ask your approval ofﬁthe assignment
‘ahd we wish for the assignment, and we'll certainly
aécommodate you to the extent we pos§ibly-can on whatever
conditions you wish to make. |

We ask that under the conditions and the
situation that exists that you give our request
consideration to not require a bond that would be
financially somewhat difficult for us, but not impossible.

Howaver, if you feel that you should acgommodate

your staff's suggestion that they should have a minimum.

PETERS SHORTHAND REPORTING CORPORATIGN
Y 4415 AMERICAN RIVER DRIVE, SUITE A
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of a $2“million bond, and that's the wish of this

Commigcsion, then we shall accommodate that way and provide
it to you.

y ’
CHATRPERSON CORY: Did/;»j,(:he gtaff tell me it was

Ly

going to take four to eight millﬁon‘—w why are you askiné

for two million? If you're going to get protected, why

not get protected for your exposure? ,
EXECUTIVE OFFICER DEDRICK: I think that -~
CHATRPERSON COKY: If z prior Commission made

an error because they miscalculated what inflation was
going to be or what have you, the;@ésﬁe to ;e from
protecting the State of California viewpoint, is if you're
sure those figures are right ~- four to eight million =--

why are you only asking for two million?

EXECUTIVE CFFICER DEDRICK: You're perfectly

right on.
absolute minimum based on their knowledge of Norris as a
good operator. It does not‘F« it leaves you at risk.
MR. TAYLOR: I think the situation you're faced
with, considering the reasonableness of this aggignmen?,

is the fact that this is a very old lease; it's going to

be facingkabandonp}ht at. a relatively early\pime. And when

it is abandoned, the abandonment cqsts are going to be *
b

rather substantial because of the wiigueness of this area.

' / : v
The Commission has had béfore it several times
. .

/4

The staff has =~ had come Eo that figure as an =

PETERS SHORTHAND REPORTING CORPCRATION
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abandonment «osts and also we'we had to go in and pick up
the cost in Santa Barbara County and to some extent in
Ventura County itself. ‘That is the first part.,
\Theggecdnd”part is that what is unusual about
this xequest ig the fact our lessee, who is a responsible
party, is asking for reliéf from that responsibility as
%grt of the assignment.
) And normally, an assignor is not relieved of
liability. And so, those are the two aspects that are

here.

2nd judging the reasonableness of the request,

I think the age of the lease and the unique circumstances

which will be réquirss.are the things that have to be
weighed in the Commission's mind,

CHAIRPERSON CORY: I don't want my comments to
imply that I doubt the ability of the Norris 0il Company
to conduct business or their responsibility. It's the
fact that wa're at the tail-end of the lease, and that
if anything -~ it may be that a prior Commission had
underestimated where we're going to be at., And I've goﬁ,m-

MR. CARR: Let me comment on that, Mr, Coryﬁ

CHAIRPERSON CORY: Yes. :

MR. CARR; We operate the lease offsetting this
lease. qu it's been under operation for 53 yeéri, The

present lease we're going in on now has been under operation

PETERS SHORTHAND REPQRTING CORPORATION
3435 AMERICAN RIVER DRIVE, SUITE A
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for twenty-two years, In otherx Qords; there's no dogbt in
our mind that thirty moré‘years of Speration plus -- it's
not =-- &and the lower, the deeper zones in the lease have
never bﬁ n drilled to produce on the offsettlng 1 ases.

There‘s probably 50 years of operational --

CHAIRPERSON CORY: Rincon is -~ I'm just trying
to recall this from my own memory . Rinconwi@ south of
Santa Barbara? . ’ o

“EXECUT;VE$OFFICER DEDRICK: Ventura.

CHAIRPERSON CORY: Ventura County and thExggcess
is not ~~ it's relatively close to shore, and there's
what, trestles tpat goes through ~- is that correct?

MR. TRQUT: That's correct. It shows in the -

et
DN

corner of the picture there. ™

CHAIRPERSON CORY: You're currently operating --
MR. CARR: We're currently operatirg the two
that I've shown there., The 410 and the 429,

CHAIRPERSON CORY: Okay.

MR. CARR: One waé aQTidewater and the other one
was a Richfield.,. We bought one from Getty, formerly
Tidewater, 14 years ago, or l5 years ago, something like

that. -

- ago.

.\\
/

By the way, for you ”>1nformation, we increased

ST

e T e

R
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. Welve got themson the hook.

ﬁp@rhaps unlike othér leases, provides expressly foy ¢

; & e . . N

th@ product,au by almost four times on that, on the last

Rlﬁhfleld leases we bought,
_MR. TROUT: Mr, Chamrman, Lhﬂ smqnlflcant

dlfference, I think, is that on the prlcr two leases

assigned to Vp&rls, the. orlglnal lessor remains liable.

That‘s the b@stom line in © 7

(I

CHAIRPLRSON CORY:
terns 3€r~~bi h§ye a hard time figuring out what the
State‘s/gett§n§'to have Norris -~ I don't mean that in a
disparaging way -~ in terms of the awesome power of Arco.

I'm & little more cpmfoyﬁéble.

i

‘F anybodyéfrom~Arcc here? o

: ﬁould you come forward and identify yourself
and stagt thinking about why it is you guys want off the
hook?: e )
: MR. DRAPER.

Yes, I'm Jack Draper, attorney for

Atlantlc Rlchfleld
I think the distinction herf is the leasé,

eleasa

of the assignor if the consent is given. o
2 CHATRPERSON CORY: Mnd we're saying from. our
gide of the table, we'! re n%t too enthused with that,
We're willing t6 allow you to make the
assignment to Norris, but is‘there some way you and Norris
can workmeut?some sort of a sliding scalé or SOmeﬁhing to

help theﬁjso we've still got vou on the hook and let them

AN
7/
L

[
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slowly buﬁ@dkup vut of, sdy the profit side of the deal,
after theQMEEVe*it to cover the tping. Because there's

. )
nothing in it for us at this point to take a lessor

credit risk for the exposure.

MR, DRAPER:; I think there is potentially something.

in it, as Mr. Carr'§\pointed out, his track record shows
that he can increase\ﬁgcduction greatly and that's going
to raise the royalty due to the State.y,

i - A\

However, Arco would probably continue to produce

at the same level it is now and the lease might be

abandoned much earlier with Arco. A2and the State will. lose

their incremented oil royalty.

Furthermore, I would make the point that the

4]

parties stated and Rlchfleld bargalned for that type of a
lease back in 1957-allowing complete release of theﬁ k
assignor upon the approval of the assignment. So;$the
lease doesn't appear -- el

~>CHAIRPERSON CORY: ! What welre t@iling you ?-'at
least this person is unprepared to vote for the a551gnment
if you don't dtay on the hook. |

2You aren't going to get my vote the way it

stands., Now, if you want to make a business deal ~= what

I'nm telling you is you got to figure out a way to cover

Norris.

Now, I den't know whether or not ==

a

ul
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MR, DRAPER: I see your position,

CHATRPERSON CORY: to sell it

If you guys want\

to Norris, and you guys have your reasons why you want to
[

sell lt to them, beneflts to you, I'm willing to do lt,ﬁ

but not tha—way you present it.

MR. DRAPER: Well, isn't there -~ isn't the

~ fact of increased production of interest to the State?

CHAIRPERSON CORY: Not enough,

MR. DRAPER- More production in the deep zone ~~

CHAIRPERSON CORY® Not enough.

MR, DRAPER. It seems that when a resource ig

already there and it's essentially being abandoned too -

early because ==

. B &
CHAIRPERSON CORY: You abandoned the lease,

‘you know, we can go back in; take it over, get a rebid,

do all sortsmof things. .

' MR. DRAPER: Also with the cost of rebidding.

CHAIRPERSON GQRY: You know, that’s where we
\Y
V4 :

are.

MR. DRAPER: FRenovating the whole thing is ==

CHAIRPERSON CORY. If you're not willing to do

it, you may not have ~- be able to sell the lease.

MR ADER .

~enry - ek

4 If the factor ~= the amount that the staff has sald

would be neCessary to abandon, four to eight mllllon

Y
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dollars, that really puts a heavy bhurden on any k¢nd of
deal. : .
' CHAIRPERSON CORY: While you're looking at that

problem, we won't let you off anyway,

| MR, DRAPER: Well, that's right, but we would
hope that you would, giveé that RichLLéid -= the original
lessor -~ and the State negot;ated a lease which provided
an assxgnment was vossible and if the assignment was
approved, that there was ~-- the assignor will be relieved
of his obllgatlons and duties under the lease,

And 1t seems like to approve it any other way
would be renegotizting the bargaining, changing the terms
of the lease. We're not asking for that.

, CHAIRPERSON CORY: We knew the credit
worthiness of Richfield and we knew the risk when we took
it from tﬁe,state's point of view of the contract,

We're willing to live with that deal. You're
the guys who galk in and say you wanted a change. If you
want ﬁa change, you can belly up to the bar, sweeten up the
deal some way for somebody, or you can talk ta’'the other
two Commissioners and maybe get them to vote for you, But
I'm not going to vote for yoﬁ,

MR. ﬁRAPER: We're not asking for a change, We're
only asking =~- | ) * |

MR, ACKERMAM: Has the Lands Commission's legal

PETERS SHORTHAND REPORTING CORPORATION
3435 AMERICAM RIVER DRIVE, SUITE A
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staff examined the original lease to seg 1f the wording.
of it says the Commission "shall" release Arco or does it

say the Commission  "may"? . N
! A\

MR, HIGHT; It's at the discretion of the

tr

éommission.
Could I just read it to you? It's sort of brief.
{Reading) 1
"In the event of approval, such

assignment or transfer. . ."

I'm reading from paragraph fouxr,

® . .the assignor shall be
released and discharged from all
obligations thereafter appearéng

under this lease with respect

W

to the assigned or transferred
lands, ¥ ¢
MR. DRAPER: So the approval —~- it follows by the’
language df’thg\leaseg«— the approval «-
’ MR. ACKERMAN: Yes, but my next question was if

thép‘s the language of the lease, are the\Commiss;on‘s
hands relatively tied; that if we do decide to assignﬁithen
we have no option on whether or not to relieve Arco; \So, if
ne Commisgion's decision is to assign the lease, we have
Jgpptién but to release Arco from any liahil&tieg.

So that would be instrumental in the decision

POV ——
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whether orx not to assign the lease,

™y
)

o CHAIRPERSON CORY: That's why I'm unprepared

to assign unless Arco can comg ~-

MR, DRAPER: So you've asking for a renegotiation
'of the leaze terms in effect,

CHAIRPERSON CORY: No, not at all. No, We'xze
 gcing to live yp to our side of the deal. -

We like you, Arco., I mean, you know, ycﬁ can
take all your money you're gaving by not extending credit

and we know you're going to be there to pay the eight

million. i i Ji

We're looking forward to g@%fing some #f your
dough.

MR, DRAPER: How does ﬁhatvbenefit the State if
Arco == m

' CHATRPERSON CORY; Because we don't have to pay
the eight million, friend, _ - |

MR, DRAPER: But no one has to pay it if it goes

50 years longexr, because -~
CHAIRPERSON CORY: It may not, though.

MR, DRAPER: Well, thére's a good chance ==
9

3

CHATIRPERSON CORY: Hey, friend, that's where it
is, Do you want it or don't you? o
MR. DRAPER: I can't speak on any reneggtiapion‘

CHAIRPERSON CORY: I'm willing to put this over

PETERS SHORTHAND REPORTING CORPORATION
3435 AMERICAN AIVER DRIVE, SUITE A
'SACRAMENTO, CALIFQRNIA 95025
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to the¢ next meetiny to see {f Arco, in dealing with their
pr@nqﬁpals, can -~ both varieties and both spellings -~
can ¢ome to some thing that would protect the State,

MR, ACKEZRMAN; ¥From my own position, I feel to

put the entire burden on Norris Oil is asking a little too |

much for that, and I m=

g MR, TAYLOR; Can I state one little thing for the
record? I've been informed that the staff has calculated
an estimated increase in production under this lease. Aand
the increase in producyion woﬁld’nowheré egual the exposure
the State would be assuming. £

And as the Chairman has pointed out as well,

even if the lease was abandoned another operation could
be substituted -~ I mean a fresh lease could be
substituted, So on both counts, it would appeér that what's
belng offered, which is contxnued production, doesn'‘t
equal out to the risk the State would be assuming.
Essentially the State could have a different kind of
facility go in théfe and still recover the oil from a
different substantive operator ﬁhder a new lease if it's
abandoned. v " | “m

MS MORGAN: It seems to me that if you're going

e - -
to that makes @g nervous and there's no place

LLE’LVE a
to look for the funds that ave needed if those wells are
abandoned, then we need sone greéfer revenues projected to

i
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1| give us a little more comfort, a fiscally prudent way’

+a | ©of going about doing buQiness; ) | ﬂ
CHATRPERSON CORY: I can undersianﬁ the problem
‘4 that the representative from Arco has. you know, he's got
to check with his folks. I don't know where you are in

& your timing in terms of the dealr. But I'd like to pﬁt it
7J over tc the next meeting withoat prejudice. ‘

MR. BUCHANAN: May I make one short comment?

8
9\ CHAIRPERSON CORY¢ - Sure,
10» MR. BUCHANAN: It seems to me that if we had been
11 | able to negotiate the airangements‘with,Arco.such that
12 they would have cqﬁtinued to be on the.ﬁhing, we wouldn't
12 : have had any problem,
14 I\would hope that your gtaff wmu;dn‘t think
: ) 15 “nthere wasﬁa/nec&ssity to incﬁease the bohdg That wasn't
5 16 possible.- T ‘ |
@f 5 5 V7 : We did éxamine it, and upon the request of the
18 staffvﬁé reexamined that with Arco, *I den't know what
w& 1; the futuze may hold, We}re interested in dgetting the
@ o § 20 transaction done. “
:ﬁZI Ajbne of the considerationg ~- and this was
T 922 | discussed with your staff ~- was that a big part of the
@ ' ’23 monies that poteﬁtially will be needed t¢ be paid for
24 putting it back in itgtorigiﬁai shape was removal«of the
g/g”“ A 25 island.
e ) A
Qf e ;
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X thlnk some of your people -~ at 1east the ones

that I spoke to - seemed to have the same feellng I ald;

- that is, the island itself would doubtless never be

removed and used for other purpcses. There's a marine

biclogy lab on there now and I'm certain that would ben R
continued. s | |
' The point being that we're talking about
abandonment of oil wells, And there is, number one, a
$250,000 bond now for that purpose thh the DOG., We're

/‘

prepared to put up additional funds if you feel that our

\ v

gize is such that we must put up a total of at least \§
$2 miilion that your staff has indicated is their minimém
redquirement, @We will do so in either a bénd or a letter of
credit;

And we would like éq have your approval onbthat
basis so we can proceed and y;u can, tqQo., And we won't
have to burden your meeting that's apparently already

filled up.
CHAIRPERSON CORY; How did the staff arrive at

$2 million when the minimum cost figuré is four?
MR. TROUT: Purely a tradeoff between the
anticipated increased reVenuésvand the risk. =
| What staff has done is bésically make an
analysis aﬁd say that for two million the staff would

recommend thét the Commission take -~ the State assume that
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that indicated one level of cost.

37

i

risk. For 500,000 we can't recommend it,

MR. ACKERMAN: It seems like the Commission
really has to decide what risk it wants to accept. as
if it's the Commission's intent
to remove the island on abandonment to the sea floof,

If the intent of the

Commission is to retain the island for some other use,
that obviously would be at a different level of cost.

And then the company would have to expect to

assume a different level of risk.

WEIl, that's got to be part Qf our decision,

would be the exposure to the State,
v Because you're not exposing the State to risk

if it's not nur intent to remove the lSABQd anyway.

CHAIRPERSON CPRY: I'm not sg sure I know what the

facts are to make that decision now, But the minimum cost

is the four million figure?

MR. TROUT: We figure -~ the engineers have

. estimated that to remove —- to abandon the wells and

remove the production facilities -~ in effect, skin off
the. island and leave it with a concrete slab and well
cellars sealed off, it/ would run $2,8 million. There is
another $300,000 roughly to bring the tresﬁle up -~ &0 make

all the repairs that might be necessary to bring ihe trestle

up to standard.
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So, we think that if the island were to remain,
the trestle were to remain, and all the other facilities

were removed, Don's staff and Bruce's staff come up with

roughly a $3 million number.

Given a rough estimate of doubling the value --
doubling the production from thg lease ~- the State's take
is roughly 50,000 a month, it would go to roughly a hundred
thousand a month., That a $2 million bond is a reasonable ’
compromise and reasonable risk, That's the decision

that's before you guys.
CHAIRPERSON CORY: I want to point out also

“that's in today's dollars.

MR, ACKERMAN: Another guestion I®1l raise
incidental to that is the hoilerplate langunage we've seen

in other assignments has been -~ included the language the

%”required bond is secured and all of that.

I'm just wondering in other cases has the State
assumed a margin of risk in all other assignments because

of old negotiated bonding levels?

And I'd hate to wonder what our entire exposed
risk might be. I know the State's not banking the money
for future use, that's for sure.

(Laughter.)

MR, TROUT: The Commission may remember the

assignment in Long Beack from Arco to Petro Louis; I believe

i
:
3
H

o et 2
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i it was a partnership prope\'ty, in Wh..'LC”l the same\ iksue
2

2 rdse. , M ‘

I think Moose couid tell you what the results i
- |

\

were, but at that time the same situation arose ay,d at that

4
® 5 tlme the CQImnlss;Lon dld not wish to allow Arco OFf the hook
8 for liability, AaAnd that was solved in a_successful manner.
gﬁ 7 | MR, ACKERMAN: What that's looking at is laoking
@ Y g | at Arco's corporate resources that go beyond this
’ 9 | specific project. ” )
TS ol Y MR. TROUT: Zusolutely.
® : 1 ’ MR. ACKERMAN: And if we're lookingﬁa_t fiveﬁor
- 12 six leases that Arco may hold or more than t}i"a';%i:, then
) 13 their exposure is multiplied five or six times,
° | s And yo#a wonder whetherf; that's a good policy
v 15 as well to get them to look for the other corpo.cate
f ) 16 resources of a company and size to determlne he bonding
® fg ..\‘17‘\« " level to where that may not be a realistic EﬁSsumption
. 18 | either. %
19 MR, BUCHANAN:; May I make a further suggestion? o
® . 20 | I don't know how you feel right now about
[ ‘— ) 2, bonding levels, But assuming that you woulgi‘%\‘;ladopt the
{ 22 recommendation of the staff, I would have -~ I Y\fwould
] ; “ 23 suggest that ~= I would ask that you consider an act:.on
24 today which would approve the ésslgnment subject to either,
25 cne, Arco's contlnulng on . the obligation, which may be

PETERS SHORTHAND REPORTING CORPORATION
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possible to‘éet. ‘T den't know. I don't think so, but o
I‘&ulike to have that opportﬁnity~to take a crack at it,

g% © Second, Lf that's not avallable, that the assmgnee,

I

Norris, provide you with letters of credit or a-bond
in acgordance with the staff's recommendatioen,
MR. ACKERMAN: You mean of $2 million? ’\

MR. RUCHANAN: Yes. f /

M8 MORGAN. You keep mentioning a letter of
credit, I'm not comfortable with that.

\\; ,
= CHAIRPERSON CORY: As long as it's an acceptable

letter of credit ==

MR, BUCHANAN: I mpntioned thaﬁ gimply bhecause
ycur staff had lndluated to me 1n the past that they kind -
of like the letter of credlt becauge ~-- and I think most

lawyers aglee ~~ they're more ea511y collectible than a

bond.
MS. MORGAN! Is that true?

1: N N 4 S

MR.! HIGHT: yé*.“

__ ') ° ‘ .
CHAIRPERSQN CORY: Banks usually pay off on a

letter of credit without a hassle.. Yqu don't have to

litigate. It cuts down == \\ﬁ_ rﬁfx
MR. TAYLOR:; The bonding company usua&ly doesn 't

pay; the cdarthouse doed. Y

CHAIRPERSON CORY: As long as, you know,bit's not

issue&*by Franklin Bank, but if he did cover it with an

PETERS SHORTHAND REPORTING CORPORATION
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1 | acceptable letter of credit, so =~ |
2 I've got no problem with that, I'm willing ﬁo ‘
3 leave it in mxdstream and for another month,
4 MR, BUCHANAN~ l\appreCLate thatr, Mr., Coxry, but
g 'I thnk that we coqu move a llttle faster and relieve you
6 of further con51deratlon. \ _ B
- MR, ACKERMAN; A case ‘of eitheé}or action? |
@ 8 4;, CHATRPERSON CORY: I would think so.
[» o MR. . TRQUT: The acticen before you -~ the
1o | xecommendation ﬂeﬁore you is on page 163(a), a green,sﬁéet;
® 'y " sdys that the Commission woiild approve the State ?6:11 and 7
S 12 | 928 assignment or State oil and gas lease 1466 and
4 13 easement 1961, which is the Eregtle, by the lessee
& (\l 15 | Atlantic Richfield to Noxris subject to Norrisz obtaining
e = 15 and maintaining in effect a $2 mil%éon performance bond
§$£§ = 16 or letter of credit, or other equivglent insurance,
8 ) - CHATRPERSON CORY: In the alternative, Arco
» ° 18 remaining of, so they can try to negotiate thatﬂgpﬁian.
. (9 MR, ACKERMAN: Shouldn't that really be £iua o
‘@ - o\ 9| first option?
/ | 23 CHAIRPERSON CORY: The order I think is
o, 22 immaéerial. L
’% o 23 I'm PrePa_rgd to vote fof that one, Okgy?
| o 24 Without obﬁecticnlr~ |
- i MS. MORGAN: That's fine,
@ . CHATRPERSON CORY: | -~ that will be the order,
La PETERS SHORTHAND REPORTING CORPORATION
T : , o 2435 AVERICAN RIVER DRIVE, SUITE A - ]r
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v MR, BUCHANAN: Thank you, sir.
CHAIRPERSON CORY: “Thank you,
, Okay. 0
)} MR, ACKERMAN; Let me jﬁét make one other &\

comment,

If the year llfe on thls well - productmve life
if‘ 50 years, 50 years from n;;:w a §2 m:LllJ.on bond would
prohably provide funds for one cement truck to xun out on
the lsland. y

We'd be rlght back in the same posmtlcn.

CHAIRPERSON CORY: VYou're tell:\_ng me th&at Reagan's

not going to pull off hls thing?

MR, ACKERMAN: Oh, ‘he is.
(Laughter, ) |

MR. ACKERMAN; But, you know, looking at the —

maybe the staff could look at the whole policy of bondlng
the State, assuming liability, bec%use obviously the
COmmlSSlon in most of the flfties,b1955 didn't build in any
e;valatlon factor or any estimate of what it would cose
when the lease -~ when the well was actually abando?eg.
Maybe they did, I really don't know.
EXECUTIVE OFFICER DEDRICK; -I can't answer your
question; but we'certainiy will £ind the answer to it.

CHAIRPERSON CORY s Well as a generul pullcy

matter, I doqﬁt know whether ox not 1L should somehow be
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“or not exposure should be tied in sa& to oil prices or

 $2 million in no way discharges their responsibility

- or obllgatxon to termlnate the lease in an approprlate )

+ to do that, the State is going to stand ~- it's golng to .

{

for future lmases you should start in some new -~ whether

someth;ag else that might move,

MS. MORGAN: You're assuming that the companies
area around long enough to hawe a successful operatlon,

that thﬁMe is some assurance -

/' CHAIRPERSON CORY: Like Chrysler,

iﬂ
Y (Laughter.) ‘
MS. MORGIN; Do we have a bond for Chrysler?

MR. TAYLOR: It should be pointed out that the , i

manner. And if Jt ta&es everythlng the ccmpany's got

ﬁake the position that that would be required; a complete
quuldatlon of the company
: CHAIRPERSON CORY; The way they played -oftballayyx
T-can understand how you'd go about that,
(Laughter. ) ”
M8. MORGAN: Only shorg, general léases ~
CHAIRPERSON CORY: ¥ou can't do that -~ o
MS. MORGAN: You can't put the deal together,
CHAIREERSON CORY: If Finance would let us spend
the money, we could go ahead and do that, if we pay the

capitaliszed costs that the private entrepreneur Wouldn't, we

e
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drllllng requlrements on PRC 3095 so they Qan dQ a

s
s i
= \ff : %4 :
. g :
v ¥

coﬁld do it on the Staté @ide afid have them as opeXators,
it would work, They'd have to come up with enough dough,
What can I say? / '

- Ms. MORGAN: GI'm.going to find some next week,
(Laughter.) .
CHAIRPERSON CORY: 'I tﬂink this is something

that staff 5’??1’10111& look at,
EXECUTIVE OFFICER DEDRICK: Very well.
CHAIRPERSON CORY: Contingent liability of the

5 State for un~ == you know -~ exposure, might be

\\

significant. v‘ - o\

R

~Dkay+™ BMny other questlons?

Item 27, Chevron USA wighes a defermenb~of

s\

‘complete drilling plan; is that correct, Don?

. MR. DVERITTS: The drilling and/cr workover

planq . R
‘ 7
: CHAIRPERSON CORY: Okay. They want t04&0 a

I8 ( /

complete plan rather than punch the individual- holes in.
Questions from the Commissioners?
Question f%oﬁ anypody@in the audience?
Without objection, Item 27 is approved as

presented.

]

oil and th*lease on Jo /Island. They have some

Item 28; This is a reqﬁZSt to award a negotiated

rsta o

3
i
h

PETERS SHOARTHAND REPORTING CORPORATION

3435 AMERIGAN RIVER DRIVE, SUITE A

SAGRAMENTO, CALIFGHNIA 85825
TELEPHONE (@163 o728~ . 7o




@;
."~“‘
E_Q\
[~
Lé &
1
. i3
e.
R
@ <
“ NG
S
)
&
. o
s
‘ N
®
i B
i
, e
| R
| O o “
(: ( ) |
| Q
KR
- o
1 ; o
@O
&,8”\)
o @ o
! g
| %o
‘) 5‘ ‘\‘
-
! @F{ ) ¢
A
IR

oL

)

surrduﬁdinngroductionv is that the case?
EXECUTIVE OFFICER DEDRICK: Yes.
' CHATRPERSON CORY: And it's, what, a one~third
royalty? | !
EXECUTIVE OFFICER DDRICK: Yes,‘
CHAIRPERSON CORY: Anybody in tpe audience on
this item? . |
Qﬁestiong from the Commissionefs?ﬂ
Without objection, Item 28 is approved as
presented,
Item 29, approvalwof a proposed sale of
crude oil, Tréct 2, Long Beach. o

Anyzchanges staff wants to put in here? This is
to go ahead with the sale? |

EXECUTIVE OFFICER DEDRICK: There's a discussion
on the minimum bid, I think what we'd like is authorization
to determine Qhat a practical and\feasonable minimum for
the\goals off?he Commission would be; ) 4

CHATRPERSON CORY; This pavcel is currently

@ten cents?

R
A EXECUTIVE OFFICER DEDRICK: Yes, ten.

2
WY

CHATRPERSON CORY: I would think that if we didn't
<get the exis€§;§?0ng, we'd leave it with the, you know,

who's got it, - !

N
\

So, I'd go along with the ten cents minimum, just
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soypeopl@ will know, don't waste your time.

'MR. ACKERMAN: Should it be higher than ten?

/pr is that — We've never put minimums on the blds before,

“EXECUTIVE OFFICER DEDRICK. There are prethy
flaky bids sometimes below the ~— negative bids, This
would cut down the workload a little bit,

‘MS. MORGAN. So thefe's no point in considering

bids that are below tan,
EXECUTIVE OFFICER DEDRICK: That's true, That's

the general notion,

MS. MORGAN: Are you thinking about setting it

higher? The mlnlmum?
EXECUTIVE OPFICER DEDRICK. Not req;;y. I think
o ,

W)

they'‘re =~ 0
| CHAIRPERSON CORY: Why donﬁ; you try this one
at ten and with the next one, we'll see what happens, hiw

that affects their bidding,
| EXECUTIVE OFFICER DEDRICK: Okay.

i

CHATRPERSON CORY: Anyhody in the audience on
this item?
Without objaction, Ttem 28 is approved with a

ten cents minimum.

Item -~ Item 28, pardon me. I misspoke myself,
\ l( Pt X o a

Ttem 29° was appraved with & cen cent mnnlmum,

BD is off calendaa.»

i . \\\\\
i \

. PETERS SHORTHAN®D ‘REPORTING CORPORATION
3435 AMERICAN RIVER DRIVE, SUITE A =
SACRAMENTO, CALIFORNIA 95625

TELECIIONE (918) 372-13894 . 5 . ’
. . 7 s Y 5 . ) ]




10
1
12
13
14
15
16

17
8

19

20

21

22

23
24
25

G

Q

i

Ttem 31 is a proposed revision of the

compromise title settletient between Usonia, ;’[Tnc. and

g

the State,
Anybody in the audience on this item?

Questions from Commissioners?

Without ‘dbjection, Item 3L is approved as

A
Ny

presented. _ m

.y Any othe%vitems to come before us?
We stand adjourned,
(Thereupon ﬁhe meeting was adjourned
7y at 11:45 a.m.)

00O~
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' CERTIFICATE OF SHORTHAND REPORTER

I, Nadlne J. Parks, 3 shorthand reporter of the
State of Callfornla, do herehy certify: -

That I am a dlSlnterested person herein; that
the foregoing regular meeting of the State Lands . ‘
chm1551on was reported in shorthand by me, Nadlné J, Parks,
and thereaftﬁr transecribed into typewrltlng.

I further certify that I am not of counsel or
attorney for any of the partlﬂs to said meeting, nor in
any-way~1nterested in the outcome of said meeting. 7

IN WITNESS WHEREOF, I have hereunto set my

hand this 3rd day of August, 1982,

kY Nadine J. Parks
B Shorthand Reporter .
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