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CHAIRPERSON CORY; Call the meeting to order. 

Any corrections or additions to the minutes of 

the meoting of JAne 29th? Without objection, they'll be 

confirmed as presented, 

Claire, do you shave the Executive Officer t  s 
) 

report -- which is in writing before me -- do you have any 

comments you'd like to make? 

,.;EXECUTIVE OFFICER DEDRICK: Yes, I wanted to 

tell you that our reptesentative to the Coastal Commission, 

Dick Golden, he is retiring; however, he has agreed to stay 

on as a retire : annuitant 	or however you want to put 

that 	he has agreed to continue to represent us on the 

Coastal Commission with your permission, 

We have also begun the: reorganization of the 

Minerals and Oil Sections in Long Beach so that we're 

combining the Long Beach operations with the statewide 

operations, Moose Thompson is the chief and Don Everitts 

is deputy chief. And to replace Mr. Golden as chief of the 

LandS Branch -- Lands Division is Lance Kiley who was 

appointed yesterday, 

Ch AIRPERSON CORY: Okay, I would like to comment 

that I'm glad that Dick is staying +to continue the 

25 Wastal Commission work. We appreciate you, doing that 
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Dick. And we will. miss 	Since r-Ju won't,,, be here 

the rest of the time, we 11 be eating our hearts out. But 

3 you 11 be doing something worthwhile with your time. 

4 	 MR. GOLDEN: Thank you. 

5 	 CHAIRPERSON CORY: Thank you very much. 

6 	 And there is a conflict of interest 	guess, 

7 that should be disclosed, we'll-put around it top secret" 

in terms of Kiley's relationship to the Controller's Office. 
, 

We have called, thOgh, I want you to know for a:ftll 

investigation for th'9 wanton cheating that went on by this 

outrageous operation, called the Lands Commission. I always 

thought these were good peOple. I really did, 

(Laughter.) 

MS. MORGAN: Are you going to tell us the score 

of the baseball game? 

CHAIRPERSON CORY: It's irrelevant, They 

cheated. They -absolutely cheated. 

(Laughter.) 

CHAIRPERSON CORY; And were going to do 

something about that. I never thought that Sean McCartny 

was rights  but I'm beg),  nning to reevaluate my position,' 

They're thieves. The stole that baseball game* 

(tAughtel--V'' P 

CHAIRPERSON CORY; I missed it. 

MS. MORGAN: That,104probably why they won. 
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CHAIRPERSON CORY: Okay. We have a report on 

coastal matters. 

MR, OOLDEN: Yes, Mr. Chairman, very brief, 

The State Coastal Commission met in San Mal;eo 

from July 14th through the 16th. 

An announcement was made of 4 symposium on the 

future role 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 

Commission as part of an ocean study project funded by--  

the William H. Donner Foundation of New York. 

A project of Caltrans to realign a section of 

Pacific Coast Highway irkVentura County near the Los 

Angeles County line sparked extensive discussion. 

Caltrans spoke to the necessity of widening the 

roadbed into adjacent tidelands to allow safer public 

access through the areas of higst slide potential- 

This project is on this Cqmmission's agenda 

today for a public agency permit az*, Item C-5, After 

exploring every alternative, incluAing the no-project 
is 

alternative, the Commission approVed the permit on a 6 to 

4 vote. 

Are there any questions:› 

CHAIRPERSON CORY: I have a question, 

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

calendar -- 
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MTV . GOMM That was the land use one of the 

CommisSioners was concerned about, because he didn't feel 

that there was sufficient quid pro quo being offered by 

Caltrans in exchange for taking the tenth of a mile of 

tidelands. 

This point was, I, Wnk, rather carefully 

gone into by Caltrans and by the staff of the Coastal 

Commission by recommending that they had gone into it 

very carefully. And the areas that were not subject to 

public access at this point, and the increase In public 

access offered by Caltrans would be more than adequate 

to take care of it. I think that the majority did feel 

it was a good project, 

CHAIRPERSO/eCORY: Okay. Thank yot, 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 they go from C-1 through 14, excluding 

12, which has been removed from the calendar. Is that 

correct? 

We will take all of these items up-in one motion, 

unless somebody in the audience has some objection to the 

proposed staff recommendation on these items. 

objection, the consent calendarwin 

approved.as presented. 

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

0 

0 
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of the lease between the State and Hometels Development 

tl 

0 

Corporation. 

Is there anybody in the audience on this item? 

Mr. 

MR. BRUNSTEN: 	Brunsten from Manatt, 

Phelps, Rothenberg & Tunney. 

MR. WOOLLEY: I'm RobertWoolley fran Homek.ols 

Developmett Corporation. 

CHAIRPERSON CORY; Do you have any problems 

lo with the proposed staff recolyMiendation on this? 

11 	 MR. BRUNSTEN: No. We're in favor of it, 

12 	 CHAIRPERSON CORY: / Okay, Is there anybody else 

in the audience on this item? Questions from the 

14 Commissioners? 

15 	 MR, ACKERMAN; Just one question. 

16 	 There is -" I've noticed one provision in the 

17 calendAr item -- maybe the applicants might want to comment 

18 on th,,s 	thait says the Commission reserves the right 

19 to make changeS in the lease or other modifications deemed 

20 appropriate. 

21 
	 My concern was that if our action today -- and 

22 	I know you've requested it -- you've ha4 to go to financial —/ 

23 lenders to put the whole package tocether, is it a concern 

24 to you how financial lenders may' view these change 

25 provisions? It may be jeopardizing arrangements or 

agreements that you have made to them or the Commission's 
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made, to them somewhere doWn the roae% 

And i justj wondere how useful this document 

would be for your purposes with that clause in it 

It says the Commission may -- I believe its 

Item 3 in the -- Its Item C or 3 in our \action? 

MR. TROUT; It's 79-C, Item -- Reeommendation3t  

which says that the Commission declares tile approval of 

the lease form herein shall in no way pre\  udice or 

otherwise affect the Commission's future deliberations 

and decision relative to Hometels' project, 

MR. ACKBRMANz It seeme,,,to give the Commission 

pretty wide latitude to come beck for future changes. 

And since this is a pretty expensive projects  I was 

concerned how extensive those changes might be somWhere 

down the future and how that might impact you going now 

with this lease to propose to the lenders, 

17 	 I guess it doesn't deport from future actions -- 

IS 	I mean previous actions the Commission has 'taken. You'vd, 

19 done this I bell pyre on one other project or two other 

20 projects before. I'm all in favor of doing this; I just 

21 	don't•want to approve something in a format that may come 

22 back to haunt you, That's all. 

73 	 And it youtre totally satisfied with that Item 31  

24 its fine with me. I was just concerned about that from 

25 your standpoint, 

MR. WOOLLEY: Based on the time and the effort 
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that we've put in with the Staff, and the length of the 

negotiations of the lease, I'm satisfied to have that 

clause in there. 

CHAIRPERSON CORY: Okay, Without objection, 

Item 15 will be approved as presented. 

I'd almOst be wanting to take note that the, 

Lieutenant Governor's Office is that concerned about our 

National Chairman, but I absolutely won't do that. 

(Laughter.) 

Item 17. The California Department of 

Forestry, approval of an interagency agreement`for a fire, 

break, Anybody in the audience on this item? Questions 

from the Commissioners? (,) 
Without objection, Item No, 17 is approved as 

presented. 

Item 18, authorization to offer for -- 

EXECUTIVE OFFICER DERRICK; 18 is off. 

CHAIRPERSON 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 =MICR; We pulled it this 

morning. 

CHAIRPERSON CORY: 18 is off. All right. 

The only way I can get even on that is to (heat 

on the paychecks. 

(Laughter.) 
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wrong. 

CHAIRPERSON CORY: Probably the only time in the 

history of State employment is that going to be handled by 

payroll deductions, You guys lost, 

(Laughter.) 

CHAIRPERSON CORY: Okay. Item 19 is execution 

of an -- execution and acceptance -_=f an agreement for 

EXECUTIVE OFFICER DEDRICK: We thought it 'Wad 

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

0 

10 transfer of control of 80 acres. Why don't you tell us 

	

11 	what we're doing here? 

	

12 	 EXECUTIVE OFFICER DEDRICK: What happen‘d was 

13 that several veers ago Forestry wanted a lookout station 
14 and ELM °Wiled the land. So we traded with ELM and Forestry 

15 did the survey and built their fire station. And then it 

16 got resurveyed and it turned out it was the wrong piece of 

	

17 	land, different from the one that the fire station is on, 

	

18 	 MR. ACKERMAN: Sort of like bulldozing the wrong 

19 house on the block or something like that? 

	

20 	 EXECUTIVE OFFICER DEDRICK: It's not quite that 

	

21 	bad. Hut it's a trifle embarrassing. 

	

22 	 CHAIRPERSON CORY: The environmental work must 

25 have been inadequate. 

	

24 	 (Laughter.) 

	

25 	 EXECUTIVE OFFICER DEDRICK: I don't know what 

0 

PETERS SHORTHAND REPORTING CORPORATION 
3435 AMERICAN RIVER DRIVE. SUITE A 

SACRAMENTO, CALIFORNIA 95825 

TELEPHONE1918) 972.8894 



0 

0 

9 

occurred, but I think it was long before that. 

CHAIRPERSON CORY; Is there anybody in the 

auhience on 19? 

Questions from the Commissioners? 

Without objection, Item 19 is approved as 

presented, 

Item 20. Staff is going to inform us on the 

proposed Point Conception leasing. 

EXECUTIVE OFFICER DEDRICK: Yes. Mainly the 

purpose of this item is simply to bring you up to date 

on what has, in fact, been going on and what kind of time 

frame you can expect further action on. 

The environmental impact report is in the final 

stages of becoming a final environmental impact report. 

And the staff and the consultants are -- have reviewed 

the comments from all the agencies, from the public, and 

are adopting or adapting the final report to cover the 

substantive issues, 

We will be bringing that before you for your 

certification, if you choose, at the August 26th meeting. 

As you read in the informational item that last 

OCS sale was not a very successful sale, but it can't 

really 	,emm4A4=1-Ati n  typical sale because the parcels 

were bits and pieces scattered around -- *Hite were in very 

deep, water; some had been offered before. 
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It is important, tW)nk, that the highest bid 

price in the sale was on a piece of land adjacent to o+ of 

our leases further east along the SantaBarbara coast 

the Point Conception area. The bid on the little 

triangular parcel with the marine canyon in it that abuts 

the formation on our property -- the bid on that was about 

$2,000 an aere. It was rejected by the federal government-,  

and. is now going to be 	go out in another cleanup lease 

sale, 

The Long Beach office, as I pointed out is in 

the process of reorganizing to have the statewide use of 

all of our personnel. There's an accounting problem, of 

course. We have th be very ,sure that we keep Long Beach 

operation separate from everything else so we will be able 

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

statewide operation. 

We have geophysical data available to the public 

now for their perusal. You have seen those -0;:ta in 

earlier briefings, 

We have -- the staff has prepared a basic, 

general lease form and we are workin, with the oil industry 

and the Legislature to try to get.unitization aarePmont 

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 environmental impact report 
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1 I before you certify it. You must certify that report before 

2 f you decide to go to lease, if you so choose, And in 

addition to .that, you have to hold a hearing under -- what's  

the section of the Public Resources Code? But, anyway, 

under partiOular provisions of the Public Resources Code 

that requites you to make findings that are listed, but 

which are also covered in the EIR, because that section of 

the statute is old. 

If you choose, we can bring that -- hold "that 

hearing in August or we'can hold it at a later time. 

CHAIRPERSON CORY; Questiens from the 

Commissioners? 

MS. MORGAN; Yes. Before we really start into 

this, I think I'd like to spend a little time with the staff, 

EXECUTIVE OFFICER DEDRICK: We'd be glad to, 

MS, MORGAN: So we can schedule something. I'd 

appreciate it 

CHAIRPERSON CORY: At the point, though, we're 

having a meeting August 26th, 

20 	 EXECUTIVE OFFICER DEDRICK: That's our regularly 

21 
	scheduled ComMiseion meeting. 

22 	 CHAIRPERSON CORY: And at that point we Would 

23 well, we could start the process, everything, staff working 

24 together, Commissioners).- I'm sort of inclined to want to 
1 

25 proceed with it. AlthoUgh the one thing I would like the 

1.••■■•■. 	 
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staff to keep 	mind is that we do have an e e tion that 

occurs in November. It would seem to me that a lame duck 

period between the election and the swearing in off the 

newly elected people, I would prefer that during that period 

of timer we not be awarding leases. Xf we can -- we can 

6 start the process and make the actual award afterward, I 

would feel more comfortable than to deny the public the 

right to get even if they dc't like our decision, 

EXECUTIVE OFFICER DERRICK: Okay. 

10 	 MR. ACKERMAN I agree, I have one question, 

too, At the August 26th meeting if, in fact, a hearing 

12 is held on the BIB process and all at that time, would we 

13 also' have ,before us a decision on what form the lease 

14 arrangements would take as to what type of bid or what 

15 structure that the bid world be? 

16 
4

j 	EXECUTIVE OFFICER DEDRICK: That at your 

17 I  option. 

18 

19 complicated decision that has to be made, I think we 

20 really need to have adequate time to weigh each, of those 

21 	options, 

22 	 EXECUTIVE OFFICER DERRICK; It's entirely up to 

23 you. You can't make the decision before the EIR is 

24 certified.. And after that the other steps -- the timing 

25 of the other steps is the choice of 	Commission ,, 
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MR, ACXERMAN: Okay. 

CHAIRPERSON CORY; You should sort of try to get 

out a flow chart for us as to what our options `aretl  

EXECUTIVE 'OFFICER DERRICK: All right. 

CHAIRPERSON CORY: Anybody in the audience on this 

itet,?' Okay. 

The other thing I guess you should 	in the 

normal course of events you should coordinate with other 

EXECUTIVE OFFICER DEDRICK: Yes, we are in fact 

CHAIRPERSON CORY: -- other State and local 

11 	agencies as to what happens? 

EXECUTIVE OFFICER DEDRICK: Yes, Yes, we work 

very closely with the other agencies, Of course, in the 

environmental process, reporting process, the comments 

come in, an the staff and consultants are working with the 

agencies to be sure that our responses to their comments 

are satisfactory to the agencies on the substantive issues, 

CHAIRPERSON CORY; Okay. 

MR. TAYLOR: By scheduling the hearing for 

nest August, are you scheduling the staff meeting to discuss-

I'm unclear. 

EXECUTIVE OFFICER DEDRICK: Well, I thought you 

had intended to -- well, I may have misunderstood you. You 

don't have to hear -- you don't have to hold , a hearing on t 

EIR in August. If you would rather put that over, you can. 
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12 be adequate notice to all interested parties who would be 

13 interested in how the bid is structured ai46 the like so 

14 	that it's clear to everyone that, you...know, both the hearing 

But you cannot go any further in the process 

without holding that hearing and making that decision. 

a 	 CHAIRPERSON CORY: We could, after we deal with 

and the discussion and a decision on a bid package would 

be made at the same time. 

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 -- 

17 

18 

19 

20 

15 

16 

5 

10 

11 

done. 

MR. ACKERMAN: But I think if that is to be done, 

that's a controversial enough decision to where Oere-Ariust 

P. 
the environmental question, have that hearing, It's 

subSequently we could make our deCision and deal with the 

issue of the form czf the lease. 

EXECUTIVE OFFICER DEDRICK; That's correct. 

CHAIRPERSON CORY: I'd as soon go ahead and get it 

0 	

14 

21 
	 CHAIRPERSON CORY: -- before we do anyth#g elset  

22 
	before we proceed any further. So, if we're going to move 

2-3 	in -a time Manner, we should, in fact proceed with the 

24 environmental hearing at least in August. We should at 

25 least have that whether or not we can get to the other 
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„stuff done remains to be seen. 

 

Is that .-- f ''' 
. / ( 

Y 	3 	 MR.Jk(XERMAN But if you get the other stuff, 

4 other things done', the normal notice for meetings is Noat? 

Ten days prior to the meeting? I don't,'think ten days is 
(; 
6 

7 

8 

9 

10 

412ich I hesitate to ra,,_bUt_I think I'd better. The 

Catalina heaLng is scheduled for August 24th also 

CHAIRPERSON CORY: Okay, Itsp. 1 a long day, 
I I ' 

adequate to discuss something like that. 

One other point, EXECUTIVE OFFICER DEDRICI(; 

MS. MORGAN: It's important for us to see the 

schedule /laid out, too. 

EXECUTIVE OFFICER DEDRICK We will do that, 

44S, MOROAN: That would have some influence, I 

think, 

EXECUTIVE OFFICER DEDRICK: Okay. Thank you. 

CHAIRPERSON CORY: Item 21 iL assignments of 

geohermal lease of Richard Wall to Aminoil, 

anybody in the audience on this item? 

Questions from the Commissioners? 

.,,Without objection, Item 2 is approved as 

presented, 

Item 22 is off calendar, 

Item 23 is a request for approval of a prospecting 

permit for gold and other valuable minerals, othcr than 
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bil and gas, in Riverside County for Southern Desert 

2 GOld Corporation. 

Anybody in the audience on this iteM? 

4 
	 Questions from the Commissioners? 

	

5 
	 Without objection, Item 23 is Appovet4) as 

presented* 

	

7 	 Item 24, approval of a prospecting permit 

	

8 
	application for gold and minerals, excluding oil and ,:gas, 

9 in San Bernardino County for Ron Spear, 

	

10 
	 Anybody in the audience on this item? 

	

11 
	 Questions from the Commissioners? 

	

12 
	 Without objection, Item 24 is approved as 

	

13 
	presented, 

	

14 
	 Item 251  Sutter County Department of Public 

15 Works wants an exemption from the oil and gas competitive 

16 public bidding surrounded by a small,, parcel of what, an 

17 acre, acre and a half, surrounded by somebody else. And 

Is they want to negotiate with them rather than do it 

	

19 	separate, 

	

20 	 MR. HIGHT: Correct, Mr, Chairman. 

	

21 
	 CHAIRPERSON CORY: Anybody in the audience on 

22 this item? 

	

23 
	 Questions from Commissioners? 

	

24 
	 Without objection, Item 25 is approved as 

25 presented 



Item 26, assignment of Sate Oil and Gas Lease 

and Easement from Arco to Norris Oil. 
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We have Mr. Buchanan and Mr. Carr representing 

Norr s Oil here. 

Staff, why don't you fill us in briefly and then 

let us hear from the people involved. 

kaECUTIVE orricER DEDRICK, This is -- were 

talking about gincoft Island off of Ventura. And the 

picture here for your benefit -- this is on o the oldest 

leases the Commission has And the production on the 

island is declining. Atlantic Richfield wants to assign 

the lease to the Norris Oil Company, And Atlantio Richfield 

wants to be held harMless in that transaction so that they 

no longer have an obligation to take care of cleanup work 

out therd'; 

The staff estimates that to take out the wells 

and do the job on tile island would cost between four and 

If/ 	eight million dollars, depending on how' much of a. job you 

19 	want to do. 

20 , 	 The original lease required the lessee to return 

21 	the ocean ,floor to its origir4a1 state, If you want to go 

22 that far and take out the island, then the number would ha 

2 	;,,more like $8 million in today's dollars. 

f 24 fl Staff has Wbrked with Mr, Norris of the Norris 
// 

25 Oil Company and Mr. Carr and has negotiated -- well the 
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lowest that we think is even a reasonable risk for the 

Commission to take would be a $2 million bond, 

Norris Oil says they cannot get 'a $2 million 

)bond, and I really cannotrecOmmend that anything lower than 

that be accepted, I think you should recognize that the 

State will be at risk in this situation, 

Arco has a $500,000 bond, And Norris has such 

a bond also, The difference, of course, its an old bond, 

and also Arco is a very large company. Norris is a sma1.1 

company, 

2 

3 

4 

7 

10 

11 

12 

13 

14 
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16 

17 

18 

19 

20 

21 

If you'd like to hear from Moose Thompson or 

other staff membe'rs on more details, they're available, 

CHAIRPER$ON CORY; I'd like to hear from Norris. 

Make it good, because you're in trouble. 

EXECUTIVE OFFICER DERRICK; Identify yourself .  

MR. BUCHANAN; My name is Ro'ert Buchanan. I'm 

an attorney and I'm representing Norris Oil Company, My 

office is at 626 Wilshire Boulevard, Los Angeles, Next to 

me is Mr, Ned Carr, President of Norris Oil Company, 

I think the first comment that we would like to 

make 	I'd like to make -- is that I think Miss Dedrick, 

22 you somewhat mizadvisedon one point, and that is that you 

stated 	I understood you to say that Norris Cannot get 

24 a2bond. That's not the fact. We're asking that we aotbe 

25 	required to get a $2 Million bond, 

23 • 
0 
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EXECUTIVE OFFICER DEDRICX; I'm sorry. In a 

conversation with Mr, Carr, I was informed by Mx. Carr 

that you could not get a $2 million bond in the Santa 

Barbara channel. 

5 	-\ MR. BUCHANAN; Welle  I spoke with the bond people 

6 yesterday. And I wasn't aware of that. And I askd that 

7 	specifically. But,in any event, our requq.st is for 

08 approval of the assignment. 

We feel that there are good reasons that Norris 

ought to be approved the assignment without requiring it 

to obtain and furnisha greater bondLig that presently 

exists. Those are speaifically these; the $500,000 bod, 

which has to do with the removal of the island; and a 

$25,000 lease performance bond. That's what,Arco presently 

has and supplied in the past, And we are prepared to do 

that. 

I wish you to know also that in accordance with 

the statewide rules of the DOG, Norris has and has been 

carrying a statewide bond with DOG of $250,000 which has to 

do with the cleanups. That's for the protection of all 

the landowner's, including the State of California. 

And separately, and not applicabl;p- to this case, 

they also carry a hundred thousand dollar bond for DOG 

purposes for onshore leases. 

So, they're certainly bondable and they're proven 
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to be 

Tey are indeed a small company compared to , 

Arco today, But I will remind those of yoU who mayb 

aren't as old as I am -- and T think that covers most 

of you -- that Arco was in rather dire straits -- not Arc0 

but its predecessor Richfield Oil, the original lessee -- 

shortly before this lease was let in 1955. 

CHAIRPERSON CORY: My recollection is that 

Mr. Jones had more than that in cash On him when he diad, 

MR. BUCHANAN: Well, you're speaking perhaps 

of Mr. Jones as ditinguished from Richfield 011 

CHAIRPERSON CORY: My recollection is that -- 

MR. BUCHANAN: But things change and we 

recognize that certainly. And 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 -- 

CHAIRPERSON C3RY: The amount of bond is currently 

how much? 

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

fil-hundred and a quarter. There are two bonds in total. 
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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 

a 25,000 bond and a $2 million bond represents around 

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

But if you multiply that over 30 years, it adds up to quite 

a bit. 

It also 	for a company whe has been on a 

growing trend and is relatively small compared to Arco 

is a more significant expenditure than it would be for the 

larger company. 

The point I think younped to keep in mind about 

Norris Oil is that it has operated for over a year now 

and once prior to that period operated one lease„But it 

has since, for the last year and a half, operated two 

15 State leases. And believe your staff will back me up 

16 when Z tell you that Norris has done an ex6Alent job on 

both of those leases, has improved production, has cleaned 

it up; has, I think, increased communicatins with the , 

19 staff so that the staff is more cognizant of operations 
il 

20 on those two leases than your staff was prior to that time. 

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

22 I'm suggesting to you is that they're capable of it 

0 	 9 23 A 
mt.+ 	 We wouldn't have this problem, I submit to you 

24 and we wouldn't be here today discussing it with you but 

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

PETERS SHORTHAND REPORTING CORPORATION 
3435 AMERICAN RIVER DRIVE, SUITE A 

SACRAMENT!: CALIFORNIA 95E25 

TELEPAONE (916) 972.8894 

21 

1 7 

18 



22 

ansaction' with \ s.that they want clearly to have 
ll 

nth longer have any ob Ilatipn-  to the lease. 

Whatever those reasons 	whatever the reasons 

behind that request and demand are,I don't know and that's 

none of my business, But that is the situation. And I) 

2 

3 

4 

5 

6 feel, as a lawyer, that both the law of the Public 

7 Resources Code and perhaps even this particular lese 

8 really call for an assignment without holding Arco 

9 continuing to be responsible. So, I think our -- 

	

10 
	 CHAZRPERSON CORY: Are you suggesting, that the 

	

11 
	assignmelit is an administerial act and must be granted? 

	

12 
	 MR. BUCHANAN: No, I am to this point. I think 

13 You can only withhold approval if there's a showing that 

14 the assignee is not capable of meeting the requirements 

15 of the law. I don't think that's the case here. 

	

16 
	

I don't want -- I see Mr. Taylor inching towards 

	

17 
	

the microphone -- I don't want to take that initiative, 

18 because I'm not hanging on a legal ppint, Mr. Cory, like I 

19 have on other issues before this occasion on other 

20 

21 

	

22 
	

EXECUTIVE OFFICER DEDRa.CK: I don't think that 

23 should be on the record, the comment -- 

	

24 
	

CHAIRPERSON CORY: I don't want to get into 

25 a discussion of that on the reaprd, I've made my decision. 

occasions, 

But I 
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I've got nothing more, you know. If that's ymIrvieW, 

that 

ends 

's where cwe 

up oesdng 

are, The lawyers are expensiveand it 

everybody money; I'm ready to read them an 

weep 

MR. BUCHANAN; Mr. Cory, I'm trying to point out 

to you that we recognite 	that Norris Oil Company 
.// 

recognizes-that it is not financially equal to Arco. There 

no question about that 

CHAIRPERSON CORY; The difficulty for getting 

into any further discussions,at this point,giving your 

pOsitionv I just think- -- I'd just soon not hear any mPre 

and decide whether or riot we should make the assignment 

or not make the assignment rather %Alan getting into any 

dialogue or discussion as to why. So you can take your 

best shot, given your view of the law and where you think 

you are and what you can and can't do, rather than for us 

to get into a full scale discussion which might end up 

adversely prejudicing the State's position. Or in some 

attempt to try to help you, it could end up being used 

adversely to the State's position, 

And I'm a little leery about, given where we 

are — 

MR, BUo4ANAN: you seem to take umbr.Agg,  with 

what 

CHAIRPERSON CORY: No 

3 

4 

6 
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8 
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MR BUCHANAN, -- and I apologize. 

CHAIRITRSON CORY; No 	don't take umbrage at 

4 
	 MR. BUCHANAN; I didn't mean -- 

	

5 
	 CHAIRPERSON CORY; I'm not taking umbrage at 

6 all I understand your position as you 'tate it. And if 

7 
 that's the position, then I don't think we can discuss 

8 if the question is solely that in your view and that's the 

9 law and our lawyer agrees with that, S eim't really care 

10 what our lawyer thinks. If that's what you think, then 

11 we're going to be litigating. There's a high possibility 

12 that we're going to litigate that issue. 

	

13 
	 MR. BUCHANAN; Not at all. 

	

14 
	 We have no interest whatsoever in litigation. 

	

15 
	

I want to make that absolutely clear. 

	

16 
	 We're here to ask your approval of the assignment 

17 and we wish for the assignment, and we'll certainly 

18 accommodate you to the extent we possibly can on whatever 

19 conditions you wish to make. 

	

20 
	 We ask that under the conditions and the 

	

21 
	situation that exists that you give our request 

22 consideration to not require a bond that would be 

	

23 
	financially somewhat difficult for us, but not impossible. 

	

24 
	 Howaver, if you feel that you should accommodate 

25 your staff's suggestion that they should have a minimum 
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of a $2 million bond, and that's the wish of this 

Commision, then we shall accommodate that way and provide 

it to you. 

CHAIRPERSON CORY: Did the staff tell me it was 

going to take four to eight million -- why are you asking 

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

not get protected for your exposure? 

EXECUTIVE,OFFICER DEDRICK: I think that 

CHAIRPERSON CORY: If a prior Commssion made 

an error because they miscalculated what inflation was 

going to be or what have you, the,lssue to me 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 OFFICER DEDRICK: You're perfectly 

right on. The staff has ,- had come to that figure as an 

absolute minimum based an their knowledge of Norris as a 

good operator. It does not 	it leaves you at risk. 
Ll 

MR. TAYLOR: I think the situation you're faced 

with, considering the reasonableness of this assignment, 

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

be facing abandonvAnt at a relatively early time. And when 

it is abandoned, the abandonment costs are going to be 

rather substantial because of the 11,,liqueness of this area. 

The Commission has had before it, several times 

E 
• 
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abandonment ,costs and also we've 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. 

The ,second part is that what is unusual about 

this request is the fact our lessee who is a responsible 

party, is asking for relief from that responsibility as 

part of the assignment. 

And normally, an assignor is not relieved of 

liability. And so, those are the two aspects that are 

here. 

And judging the reasonableness of the request, 

I think the age of the lease and the unique circumstances 

which will be requirt:4  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 Oil Company 

to conduct business or their responsibility. It's the 

fact that were 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 got -- 

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

CHAIRPERSON CORY; Yes. 

MR. CARR: We operate the lease offsetting this 

lease. And it's been under operation for 53 years, The 

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

9 
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for twenty-two years, In other words, there's no doubt in 

our mind that thirty more years of operation plus -- it's 

not -- and the lower, the deeper zones in the lease have 

never 11 n drilled to produce on the offsetting leases. 

There's probably 50 years of operational -- 

CHAIRPERSON CORY: Rincon is -- I'm just trying 

to recall this from my own memory. Rincon is south of 

Santa Barbara? 

EXECUTIVE OFFICER DEDRICK: Ventura, 

CHAIRPERSON CORY: Ventura County and the access 

is not ,- it's relatively close to shore, and there's 

what, trestles that goes through -- is that correct? 

MR. TROUT1 That's correct. It shows in the 

corner of the picture there. 

CHAIRPERSON CORY: You're currently operating 

MR. CARR: We're currently operating the two 

that I've shown there. The 410 and the 429. 

CHAIRPERSON CORY: Okay. 

MR. CARR: One was a Tidewater and the other one 

was a Richfield, We bought one from Getty, formerly 

Tidewater, 14 years ago, or 15 years ago, something like 

that. 

tutu L.L1 	 WG xow*A.a”..v 	 wa.a,A.wW 

ago. 

By the way, for your nformation, we increased 
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MR. DRAPER; Yes, I'm Zack Dragsr1  attorney for 

the product of by almost four times on that, on the last 
c% 

2 Richfield leasewe bought. 

MR. TROUT; Mr, C rman, the significant 

differences  I think, is that on the prior two leases 

assigned to Nprris, the original lessor reeMains liable. 

CHAIRMSON CORY; That's the botom line in 

7 terms of 4.1,4 I haye a hard time figuring out what the 

8 State's getting to hale Norris I don't mean that in a 

9 f disparaging way -- in terms of the awesome power of Arco. 

101, We've got them on the hook. I'm little more comfortable. 

11 	 A\s anybodpfrom Arco here? 

12 	 Would you come forward and identify yourself 

13 and start thinking about why it is you guys watt off the 

14 	hook? 

15 

16 Atlantic Richfield. 

18 perhaps unlike other leases, provides expressly f( r release 

19 of the assigner if the consent is given. 

20 	 CHAIRPERSON CORY : Znd we're saying from our 

21 i side of the table, were nqt too enthused with that. 

3 

4 

5 

6 

17 	 I think the distinction he0 is the lease, 
4 	 't 

22 	 We're willing-to allow you to ?flake the 
I 

23' 	assignment to Norris, but is there some way you and Norris 

24 can workout some sort of a sliding scale or something to 

25 help thorn so we've still got you on the hook and let them 
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slowly buad up uut of, sal the profit side of the deal, 

after they have,it to cover the thing. 	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 

6 in it, as Mr. Carr's pointed out, his track record shows 

7 that he can increase -,reduction greatly and that's going 

8 to raise the 'royalty due to the State.\ , 

9 

10 

fi 

12 

However, Arco would probably continue to produce 

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

abandoned much earlier with Arco. 	And the State will lose 

their incremented oil royalty. 

13 Furthermore, I would make the point that the 

14 parties stated and Richfield bargained for that type of a 

15 lease back in 1957-allowing complete release of the 

16 assignor upon the approval of the assignment. 	So, the 

17 
OS, 11.• lease doesn t appear 

18_ ,(.DCHAIRPERSON CORY; 'yWhat we're telling you --.at 

19 least this person is unprepared to vote for the assignment 

20 if_you don't '.tay on the hook. 

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

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

23 I'm telling you is you got to ,figute out a way to ovver 

24 Norris. 

25 Now, I don't know whether or not -.- 

A 

Id 
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7 fact of increased production of interest to the State? 

8 	 CHAIRPERSON CORY: Not enough, 

MR. DRAPER; More production in the deep zone pw 

MR. DRAPER: Also with the cost of rebidding, 

13 early because 

14 	 CHAIRPERSON CORY: You abandened the(:). age, 

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

0 	do all sorts,of things. 

17 

18 	 CHAIRPERSON GORY: You know, that's where we 

are. 

20 MR. DRAPER: Renovating the whole thing is --

CHAIRPERSON CORY: If you're not willing to do 

it, you may not have Hbe able to sell the lease. 

MR, DRAPER; I see your position. 

CHAIRPERSON CORY; If you guys want to sell it 

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

sell it to them, benefits to you, I'm willing to do it,/, 

0 

iii ry 

but not the WAy you present it. 5 

6 

10 	 CHAIRPERSON CORY: Not enough. 

MR, DRAPER; It seems that when a resource is 

12 already there and it's essentially being abandoned too 

MR. 1°)P 71,R: 	+that's, of course, t problem, he  

If the factor -- the amount that the staff has said 

would be necessary to abandon, four to eight million 

21 

22 

23 

24 

25 
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MR. DRAPER; Well, isn't there -- isn't the 

0  



aI 

dolirs, that rea 

deal. 

y puts a heavy imrden on any kind of a 

3 

4 

5 

CHAIRPERSON CORY While you're looking at that 

problem, we won't let you off anyway, 

MR. DRAPER: We44 that's right, but we Would 

6 hope that you would, given that Rich—,eld -- the original 

7 lessor -- and the State negotiated a lease which provided 

8 an assignment was possible and if the assignment was 

9 approved, that there was -- the assignor will be relieved 

of his obligations and duties under the lease. 

	

11 	 And it seems like to approve it any other way 

12 would be renegotiating the bargaining, changing the terms 

13 of the lease. We're not asking for that. 

	

14 	 CHAIRPERSON CORY; We knew the credit 

15 worthiness of Richfield and we knew the risk when we took 

16 it from the State's point of view of the contract, 

	

17 	 Were willing #o live with that deal. You're 

is the, guys who walk in and say you wanted a change. If you 

19 want to change, you can belly up to the bar, sweeten up the 

20 deal some way for somebody, or you can talk to, the other 

21 	twO Commissioners and maybe get them to vote for you, But 

	

22 	I'm not going to vote for you, 

	

23 	 MR, U+  PER; Were not asking for a change. We're 

24 only asking 

 

2$ MR. ACXERMAU: Has the Lands Commission's legal 

9 
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staff examined the original lease to see if the wording 

of it says the Commission "shall" release Arco or, does it 

3 say the Commission "may"? ,\ 

MR, ifIGHT; Its at the discretwIn of the 

5 Commission. 

6 	 Could I just read it to you? Its sort of brief. 

(Reading) 

	

8 	 In the event of approval, such 

	

9 	 assignment or transfer. . ." 

	

10 	 I'm reading from paragraph four, 

	

11 	 * . .the assignor shall be 

	

12 	 released and discharged from all 

	

la 	 obligations thereafter appearing 

	

14 	 under this lease with respect 

	

15 	 to the assigned or transferred 

	

16 	 lands," 

	

17 	 MR. DRAPER: So the approval -- it follows by the' 

0 

language of the lease -- the approval -- 

MR. ACKERMAN: Yes, but my next question was if 

that's the language of the lease, are the.. Commission's 

hands relatively tied; that if we do decide to assign r; then 

we have no option CAA whether or not to relieve Arco. So, if 

'ye Commission's decision is to assign the lease, we have 

)option but to release Arco from any liabilities. 

So that would be instrumental in the decision 

18 

19 
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whether or not to assign the lease. 	 iI 

CHAIRPERSON CORY: That's why I'm unprepared 

3 to assign unless Arco can come -- 

MR, DRAPER; So you're asking for a renegotiation 

5 of the lease terms in effect. 

6 	 CHAIRPERSON CORY; Nor  not at all. No, We're 

going to live up to our side of the deal. 

We like you, Arco. I mean, you know, you can 

'9 take all your money you're Saving by not extending credit 

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

11 	million. 

12 	 We're looking forward to getting some Of your 

13 	dough. 

14 

15 	Arco 

Pay 

MR, DRAPER; How does that benefit the State if 

18 

19 	50 years longer, because 

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

CHAIRPERSON CORY; It may not, though. 

MR, DRAPER; Well, there's a good chance 

CHAIRPERSON CORY; Hey, friend, that's where it 

isi Do you want it or don't you? 

MR. DRAPER; I can't speak on any renegotiation. 

CHAIRPERSON CORY: I'm willing to put this over 

16 	 CHAIRPERSON CORY; Because we don't have to 

17 	the eight million, friend. 
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both varieties and both spellings -- pr:Lneipals, can loo■ 

12 

13 

14 

15 

16 

17 

18 

19 

20 

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 appear that what's 

being offered, which is continued 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 there and still recover the oil from a 

different substantive operator under a new lease if it's 

25 abandoned, then we need some greater revenues projected to 

IMMO 

;ft 

to the next Meeting to see 	Arco, in dealing with their 

3 can pome to some thing that would protect the State. 

MR. ACKERMAN; prom oy own position, I feel to 

5 put the entire burden or Norris Oil is asking a little too 

6 much for that, and I 

MR. TAYLOR; Can I state one little thing for the 

8 record? I've been informed that the staff has calculated 

9 an estimated increase in production under this lease. And 

10 the increase in producion would nowhere equal the exposure 

the State would be assuming. 

abandoned. 

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

to have a bond that makes its nervous and +thei-etc no place 

24 to look for the funds that are needed if those wells are 

• ce 

0 
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give us a little more comfort, a fiscally prudent way' 

of going about doing business, 

CHAIRPERSON CORY: I can understand the problem 

that the representative from ArQ0 hasl, you know, he got 

5 to check with his folks. I don't know where you are in 

6 your timing in terms of the deal. But I'd like to put it 

7 over to the next meeting without prejudice. 

	

8 	 MR. BUCHANAN: May I make one short comment? 

	

9 	 CHAIRPERSON CORY Sure. 

	

10 	 MR. BUCHANAN: It seems to me that if we had been 

	

11 	able to negotiate the arrangements with Arco such that 

12 they would have continued to be on the thing, we wouldn't 

	

13 	have had any problem, 

	

14 	 I would hope that your staff wouldn't think 
/ 

	

15 	there was a/
1 necessity to increase the bonde That wasn't 

	

16 	possible. 

	

17 	 We did examine it, and upon the request of the 

	

18 	staff we reexamined that with Arco. I don't know what 

	

19 	the future may hold. Were 	interested in getting the 

	

20 	transaction done. 

One of the considerations e- and this was 

	

22 
	discussed with your staff -- was that a big part of the 

	

23 
	monies that potent ;all will be  naarlaA  to  be paid for  

24 putting it back in its original shape was removal of the 

	

25 
	

island. 
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prepared to put up additional funds if you feel that our 

size is such that we must put up a total of at least 

$2 million that your staff has indicated is their minimum 

requirement. We will do so in either a bond or a letter of 

credit, 

And we would like to have your approval on that 

basis so we can proceed and you can, too. And we won't 

have to burden your meeting that's apparently already 

filled up. 

CHAIRPERSON CORY; 

$2 million when the minimum 

How did the staff arrive 

cost figure is four? 

at 

MR, TROUT; Purely a tradeoff between the 

anticipated increased revenues and the risk. 

What staff has done is basically make an 

analysis and say that for two million the staff would 

recommend that the Commipsion take -- the State assume that 

I think some of your people -- at least the ones 

that 1 spoke to -- seemed to have the same feeling I didt 

that is, the island itself would doubtless never be 

4 removed and used for other purposes. There's a marine 

biology lab on there now and I'm certain that would be 

continued. 

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 with the DOG. We're 

PETERS SHORTHAND REPORTING (CORPORATION 
3435 AMERICAN RIVER DRIVE, Slate. A 

SACRAMENTO, CALIFORNIA 95825 

TEI-EPHONE (916) 972.8894 



3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

9 

or. 

37 

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

MR, ACKERMAN; It seems like the Commission 

really has to decide what risk it wants to accept. As 

Mr, Buchanan mentioned, if its the Commission's intent 

to remove the island on abandonment to the sea floor, 

that indicated one level of cost. 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. 

Well, that's got to be part of our decision, 

would be the exposure to the State, 

Because you're not exposing the State to risk 

if its not our intent to remove the isand anyway. 

CHAIRPERSON CORY: I'm not s( sure I know what the 

facte 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 trestle up -- to make 

all the repairs that might be necessary to bring he 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 

4 roughly a $3 million number. 

	

5 
	 Given a rough estimate of doubling the value -- 

6 doubling the production from the lease -- Qle State's take 

7 is roughly 50,000 a month, it would go to roughly a hundred 

8 thousand a month. That a $2 million bond is a reasonable 

9 compromise and reasonable risk, That's the decision 

10 that's before you guys, 

	

11 
	 CHAIRPERSON CORY; I want to point out also 

	

12 
	that's in today's dollars. 

MR, ACKERMAN: Another question 	raise 

incidental to that is the boilerplate language 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 g4.47 sure. 

(Laughter.) 

MR, TROUT: The Commission may remember the 

assignment in Long Beacll from Arco to Petro Louis I believe 

• 
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it was a partnership property, in which the samEw>>iSsuesame  

rase, 	 P 

I think Moose could tell you what the results 

were, but at that time the same situation arose azd at that 
time the Commission did not wish to allow Arco off the hook 

for liability, And that was solved in a successful manner. 

MR. ACKERMAN: What that's looking at is looking 

at Arco's corporate resources that go beyond this 

specific project. 

MR. TROUT; AlJsolutely. 

MR. ACKERMAN: And if we're looking at five or 
(r; 

six leases that Arco may hold or more than that, then 

their exposure is multiplied five or six times. 

And yo*1 wonder whether that's a good policy 

as well to get them to look for the other, corporate 

resources of a company and size to determine the bonding 

level to where that may not be a realistic assumption 

either. 

MR, BUCHANAN; May I make a further suggestion? 

I don't know how you feel right now about 

bonding levels, But assuming that you would\adopt the 

recommendation of the staff, I would have "" I would 

suggest that -- I would ask that you consider an action 

today which would approve the assignment subject to either, 

one, Arco's continuing on the obligation, which may be 
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0" 
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possible to get, 	don't know. I don't think so, but 

I'd like to have that opportunity to take a crack at it, 

Second, if that's not available, that the assignee, 

Norris, provide you with letters of credit or a bond 

5 y in accordance with the staff's recommendation, 

MR. ACRERMAN: You mean of $2 million? 

MR. BUCHANAN: Yes. 

10 

letter of credit 

MS. MORGAN; You keep mentioning a letter of 

credit, I'm not comfortable with that, 

CHAIRPERSON CORY; As long as its an acceptable 

6 

(/' 

	

12 	 MR. BUCHANAN; I mentioned that simply because 

13 your staff had indicated to ma in the past that they kind 

14 of like the letter of credit because -- and I think most 

	

15 	lawyers agree -- they're more easily collectible than a 

	

16 	bond. 

	

17 	 MS. MORGANg Is ,-that true? 

	

18 	 MR. RIGHT; YO, 

	

19 	 CHAIRPERSON CORY% Banks usually pay off on a 

	

20 	letter of credit without a hassle., Ycu don't have to 

	

21 	litigate. It cuts down -- 

	

22 	 MR, TAYLOR; The bonding company usua31y doesn't 

	

23 	pay; the cc trthouse does. 

	

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

25 issued by Franklin Bank, but if he did cover it with an 
0 
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acceptable letter of credit, so 

I've got no problem with that. I'm willing to 

leave it in midstream and for another month. 

MR. BUCHANAN \appreciate that, Mr. Cory, but 

re% 

5 	think that we could move a little faster and relieve you 

6 of further consideration, 

7 

8 

10 

11 

12 

13 

14 

15 

16 

17 

18 

easement 19611  which is the trestle, by the lessee 

Atlantic Richfield to Norris subject to Norris obtaining 

and maintaining in effect a $2 million performance bond 

or letter of credit, or other equivlent insurance. 

CHAIRPERSON CORY: In the alternative, Arco 

remaining on, so they can try to negotiate that option. 

gas assignment or State oil and gas lease 1466 and 

MR, TROUT: The action before you -- the 

recommendation before you is on page 163(a), a green sheet, 

says that the Commission would approve the State-''oil and 

MR. ACKERMAN: A case of either/or action? 

CHAIRPERSON CORY: I would think so. 

MR. AeKERMAN: Shouldn't that eally be the-,  

first option? 

21 	 CHAIRPERSON CORY: The order I think is 

22 	immaterial. 

23 	
I'm prepared to Vote for that one. Okay? 

Without objection 

MS. MORGAN: That's fine, 

CHAIRPERSON CORY: -- that will be the order, 
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MR,. BUCHANAN: Thank you, sir, 

CHAIRPERSON CORY; Timnk you, 

Okay. 

MR, ACKERMAN; Let me just make one other 

comment, 

If the year life on this well -- productive life 

50 years, 50 years from nrAV a $2 million bond would 

probably provide funds for one cement truck to run out on 

the island, 

Weld be right back in the same position, 

11 	 CHAIRPERSON CORY: You're telling me that Reagan's 

12 not going to pull off his thing? 

13 	 MR, ACKERMAN; Oh, 'he is. 

14 	 (Laughter,) 

15 	 MR. ACKERMAN; But, you know, looking at the -- 

16 maybe the staff could look at the whole policy of bonding 

17 the State, assuming liability, bec\use obviously the 

18 Commission in most of the fifties01955, didn't build in any 

19 esr7alation factor or any estimate of what it would cost 

3 

4 

5 

6 

10 

0 when the lease -- when the well was actually abandoned, 

Maybe they did, I really don't know, 

EXECUTIVL'OFFICER DEDRICIC; -I can't answer your 

question, but we certainly will find the answer to it. 

CHAIRPERSON CORY; Well, as a general policy 
0 

matter, T dort know Whether or not it sholAd.  somehow e 
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for future lases you should start in some new -- whether 

0 

or not exposure should be tied in say to oil prices, or 

3. something else that might move. 

4 	 MS. MORGAN; You're assuming that the companies 

5 are arouz long enough to have a successful operation; 

6  that theike is some assurance 

	

7 
	

CHAIRPERSON CORY: Like Chrysler. 

	

8 
	

\\ (Laughter.) 

	

9 
	

MS. MORGZN1 Do we have a bond for Chrysler? 

	

10 
	

PR, TAYLOR: It should be pointed out that the 

	

11 
	

$2 million in no way discharges their responsibility 

12 or obligation to terminate the lease in an appropriate 

13 manner, And if it takes everything the company's got 

14 to do that, the State is going to stand -- its going to 

15 take the position that that would be required, a complete 

	

16 
	

liquidation of the company. 

	

17 
	

CHAIRPERSON CORY; The way they played softball 

I-can understand how you'd go about that, 

aJaughter.) 

MS. MORGAN: Only short, general leases 

CHAIRPERSON CORY; YoU can't do that -- 

MS. MORGAN; You can't put the deal together, 

CHAIRPERSON CORY; If Finance would let us spend 

the money, We could go ahead and do that if we pay the 

capitalized costs that the private entrepreneur wouldn't, we 
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Item 20; This is a request to award a negotiated 

oil and gas,lease on Jo )Island. They have some 
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could do it on the State side and have them as operators, 

it would work, They'd haVe to come up with enough dough. 

o. 

What can I say? 

S. MORGAN: I'm going to find some next week, 

(Laughter.) 

CHIRPERSON CORY I think this is something 

that staff tihould look at. 

EXECUTIVE OFFICER DEDRICK; Very well, 

MAIRPERSON CORY; Contingent liability of the 

State for un- -- you know 	exposure, might be 

significant. \\ 

-Okay -  Any other questions? 

Item 27, Chevron USA wishes a defermen-of 

drilling reqUitements on PRC 3095 so they :pan  do a 

complete drilling plan; is that correct, Don? 

MR. EVERITTS: The drilling and/or workover 

CHAIRPERSON CORY; Okay. They want to ///do a 

complete plan rather than punch the individual holes in. 

Questions from the Commissioners? 

Question from anybody-in theaudience? 

Without objection, Item 27 is approved as 

presented. 

1.1 
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, f0 

surrounding,productionf  is that the case? 

EXECUTIVE OFFICER DEDRICK; Yes. 

CHAIRPERSON CORY; And it's, what, a one-third 

royalty? 

EXECUTIVE OFFICER 0DRICK; Yes, 

CHAIRPERSON CORY; Anybody in the audience on 
` 
this item? 

Questions from the Commissioners? 

9 	 Without objection, Item 28 is approved as 

presented, 

Item 29, approval of a proposed sale of 

crude oilf  Tract 2, Long Beach. 

Any changes 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 what a practical and teasonable minimum for 

the goals ofille Commission would be. 

CHAIRPERSON CORY; This parcel is current*y 

EXECUTIVE OFFICER DEDRICK: Yes, ten. 

CHAIRPERSON CORY: I would think that if we didn't 

get the existing one, we'd leave it with the, you know, 

who's got it 

C.; 

19 

( 
	

ten cents? 

21 

2  

So, I'd go along with the ten cents,minimum, jut 25 c 

/ 
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so people will know, don'tyaste your time. 

MR, ACKRMAN: Should it be higher .thanten? 

pr is that -- We've never put minimums on the bids before. 

'EXECUTIVE OFFICER DERRICK: There are pretty 

flaky bids sometimes below the -- negative bids. This 

would cut down the workload a little bit, 

MS. MORGAN: So there's no point in considering 

bids that are below ten, 

EXECUTIVE OFFICER DERRICK: That's true, That's 

the general notion. 

MS. MORGANt Are you thinking about setting it 

higher? The minima ti.? 

EXECUTIVE OFFICER DEDRICK: Not really. I think 

they're 

CHAIRPSRSON CORY; Why don ̀,t  you try this one 

at ten and with the net one, well see what happens, Ltw 

that affeOts their bidding, 

EXECUTIVE OFFICER DEDRIC1; Okay. 

CHAIRPERSON CORY: Anybody in the audience on 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 this item? 

21 	 Without, objection, IteM 28 is approved with a 

22 ten cents minimum. 

23 	 Iter --,Item 29 pardon. Md. I misspoke myself . 

Item 29 •was approved withten cent minimum.  

25 	 30 is off calenda. • 
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Anybody in the audience on this item? 

Questions from Commissioners? 

Withott6k*idtion Item 31 is approved as 

II...•■••••••••••••■•••••••1111.1,07 

Item 31 is a proposed revision of the 

compromise title settleMeat between Usonial  rnc, and 

Any oche items to come before us? 

We stand adjourned, 

(ThereUpon the meeting was adjourned 

at 11;45 a.m.) 
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