0

v}
" page 112 that‘consultatloﬁ wlth Fish & Wladllfe and .

AR ‘\ f B 4
o v " % b i
= oo : 4
? 5 ; < @ 3
" o o y a
. . 7 P ° 101
. } R
° o ey - o 3 )

§ o=
3] =

to recognlze T think Lhﬁ purposijoﬁ the stmpulatlon is ¢

= c Q" = ?{ ‘\Y 0 @
{i ) LEXECUTIVE OFFICER Q\Enmcx i =y “everybcd& needs.

to pug speclal operating congltlons on the leasesﬁ And

Q o “

they hava-the fogce s they are clauocs on the lease and have

// s

that legal force.g‘ S N

L @

\Whatever the actual language in the lease ig -- °

D

r“

) Y
this is overrl ing. The stipulations are o$exr1dang on the :
other cian/féjln the lease. Okay?
< b oM. DAVIS: Okay. v ,

B
v

s I would Stlll request that the staff Jooﬂ at the

o =
1)

language -= it says establlsh through Submlss10ns - and

see whether oxr not a hlgher burden of proof could be placed

o a

on the lessees.

5]

] EXEC@TIVE OFFICER DEDRICK. And you will find on

4

»Natlonal Marlne Fisheries is required.

MS. DAVIS: “Yes.o I would like to”lnclude members

a o

of the public -- appropriate members of the publi¢ in that

o

‘consultation, »° . 5 . = |

'R “SANDER°- I might note that those surveys

would be part of the publlc process w1th1n the CEQA process

and gsasuch WQuld be,exgosedw<$o-full publlc,reVLeW’ln ald:

‘stageS‘of their development. - e “

’MS' DAVIS: Okay. 5] @‘lnk though wmthln the CEQA,

hy

o process there is -- scoplng meetlnga have also(worked very
\

C/j) b}
PETERb SHORTHAND REPOHTING COR#OHATION *\
. ‘ 7700 GOL}EGE TOWN DRIVE, SUITE 209 ° e »
SACRAMENTO, CALIFORNIA 95828 o

©

%
. TELEPHORE {916) 383:3601 o - ‘ . f

e G

Vi




s YAQ
LI \ a
S
) 3 i
t' N o 8”
b . - A
oo e SN v
i" Ex W
- 259"
9y o >
S'” T - \\7 s
ey e 10°
S o e
‘ B R b
R JRRTR: |
= TN S . /,*?'
- i g cn Cf* - f/\ o
N 8,
R W |-
< i @ o

> i S L s
ko‘ preqent to- testn.fy. If anyone vush% to pa Dsf}, ~letg us know“'

6 N . A o
S R s e Ty o
_ : 5 g _ ,\
d,o e STl D o
ﬁ& c s e e ,:&03 Ty o0 oo e 102
o
WQ1¢ 1n.whlcﬁhmembé§s of the public haxe bﬁen pullié'ln L

& Ir i\\ < e . V Lo R (o o
it at the end‘; ! =, o 9, L.
. ’ ) < S Q o o' 4 S
n EXECUTIVE OFFTQ,ﬂyDEDhICh. Fhank you." © . .
oy Co .
’ ACTING CHAIRPERSON MORGAN: There areqspme p%g“le y
& o g0 0'3 & W

B

who 1nd1cated a preference,r for "Waltlng untll Mr, . &ory 1s 2

/ S ¢ o vy \N \\L,/ \v

c;ar o 5 n s

the Cha,u:man of the Western/ OJ.L andk:awssoclatlén Sea Wo

»

e @tter Tas]é I'orce wh;bch serves unéer the Offshore Comm‘.ttee.

g . We were ﬂposed “to speak in, se.quence hers’ tod/,ss .

abut we'll go" th:. yf vyl L & / e o
) . no‘n [} @ kS o ' “3\ B o / o /

o e The - I wanted to say f:.rat of a{i:.l that" 2, am gl ;d

that the State Lan,ds Commn.ss:.e'x is {-aklng the tJ.me nto take

:g,

<o

22 . GJ. stlpﬁlatwn& to *ee thdt tya Q{leem nan he SOVlYer\“;\

. eafiy*;\*a’ther than jusL h&ve the memhers m? ke pubiic revn.ew

And we 111 ta}{e you up Tater, ‘.ff . o f)} _
e : ) \J i
0 .. X I dOn't kndw f L can pronounce Q’Durg}namgt")cornecwy

o C/w ” = 3 K ‘\/ .

\ o MS KEMPI:.C» //,,L,zy uname is, Tocelyn Kempe.) Ang I a:m
g o é;, 5 3 ;

o Ny
‘rjeryy\b df} :LS/ as hag@y a{ th.ey can b about thls?,an }} e /

\1n claverYbocgy s conunents and £6 work <to 5y to scl’ ? ““lzct a .
of ‘i;;1ese probnlems. I thmﬂk\/that &Qa K\re::y amnlrable th%gg
and :Lt s gasy for J}_:»ecﬁple tc?&al%and not sohre problemg . °
" And '{wthlnk this?gloup G;Ls&a group that is actual‘lyx égg‘ Dj 6
to xeach d;c:Ls:Lons“and to take in all of the vhr:.ousﬁ k‘mdsw i

o
»th.at %
o =y oo,
o & ¥ : v N
progreSS” can be. madei L, R £
= - [ =
f B (3“ »& ) RS C‘:,
S I wanted to, g;%lve &'cu brlefly some w’f my "
' 1 ° 5'0 v s n - B u‘ b © )
‘:::1 .v ‘ ‘ 5% e O K \" ° cﬂ» o b @ ;“.) ¢ N hY e pe] = ' [
?\:» o o) o ( R o o ;\’ » ) R
B K Ay
SRR 4 - Do
! ’,:') o N ) o =
T oo PETERS SHORTHAND R"PORT)NG CQRPORhTiON s
' ol ! LG - 7700.COL Leayg TOWH DHIVE, QMT(-: auf ) s
v T8 e W . 40 o SAGRAMENTO, CALIFTRNG 95820 Q\ ®
NUROTEEE ) . S, TELEPHONE @6 amas L. o .
BRI S o, < ) © e 'n< 5

P . I o . : L
v i n o o B o BE S e Ry R EZ) R




Q

s 7 20" R have workéd “ﬁox th@

’ 3., I?:Otectlon At_i!ency i'cr fn:v\\féar-

i // D
0 | =
- 0 4 G L=
mo] it e o . {
B > o “"7 W
(, X L

5

ﬁ"quallfmcatlons b forc we stax&

bl o

&

4 “'\g O ‘-‘[ \ b % 22 \

4187 “Was ..n charge oI:‘ five ‘stdies 4n Rx,q:‘ on 6, Whlul’“is :
e T s e \> _‘1\‘ R
T,'exas( Oklahcma, ye Mex:Lao, Az:‘)ganaa . and Loul :Lana,

36 Ty ( \

i

7\D

So ~\

g ot ters raga

©

° \3: MPDS permgts for thosc—; st t,s:,. ana/;//vxmtheq%m\b in-

J -

:nan.yc:ne in this roon i&. An'a we ! are mte::e.sted oo

kS o B =
the EPA,xeglon I waszln cbarge of the water qual;ty B 5ogram.
2 8 o - : = O‘ N l{:)r“\'
l?r.ev‘ious to .that I taug‘xt\ hz.o‘logy J.n Ven.tura B
College and wab akso J.n° the G aduate School of the Un:LVex -p R 24 )
of Cala.fornla) at Santa. Barbara a ) R
\\) /r_—47 G ‘»’ W : K‘:"‘ ﬂ;‘ n ) e N
S I m Row employe.d \for Chevron USA. P e ) %’
A The -~ I have {.&W day tha}, : >3Sea Otter :f‘a'sk I‘orce ofor"
s N e Mo \\} o e [ IE .
"OWOGA has not. i\e*\ (ét:lpuléﬁi v“far the, ottg«lr'f . And this :
Q Jr - /g N xq at |
\has béen discussed by ({som of the peorS’le - SONe of Lhe'*people 5
aage on | vaﬂai:ion. So, I will 31..5* do thé best . I éax\ ta f“e.{?.l :
= '\\-%J? o Se '
youwhat L thlnk the general "l} noxr of tue group" would, bé ‘
@ S % " / ) i N ° . I
B We ",\G\:iﬁalle are as°./1rrhsreSt,ed m protectmg the =

¢
oz.n Ho:mg th:.s in coordlnatn,on 1\‘:h OU.I.‘ mmaness as, (\\.l.t.. PR
0‘ PR IN W 'y [ o ;F’ .
. We. belleve :Ln multrple use and We thn.i that we can A i
s P [ n \\i/ = B e G Do
certa;nly ge along well with® all ’fof txhe anlmals&4n the R
sea. \E:erta:mJ&y* the. seals and the sea T.J:ons la.ke. our O"\ N '
¢ “: ° \’; : i L* = e 7 cl ’ °
23 pl at_forms fl\the c’»a.m:a Barbata Chann.el very much o ? T 1
) 13 i .
24 o sy 0 I wa? ted ‘to *say thc\; f\L(:.st of al L:;.:o tal k about
25 Stlpulatlon 12, which is the” Spc("lal” stua.tes. o And I wu;h § . !
Oy B " X , ° . a 5‘ “. o, o " '
o [ . E . Sy - o
,,,,, - , o . S |
[« PR I5) L i\ i © 5 ,‘\ ) o ’:‘g» L2
\?: - - —_— - N p\:f' v ~ [
o PETERS ‘HORTHAND REPORTING CORPORATION R ,t“/ .
. 6" I 7700 COLLEGE TOWN PRIVE, SUTE 209  © BT P oo
. “ SAGRAMENTO, SALIFORNIA 05826 N o
j,TEL'EPHONE (mz‘jaea-saor 136




o

{

=9
Nb

thatxthere could be some ch

b

<

ordanisms.

oY

-\\ .

#*

Q

D
aﬂges in ‘wor
1nd1catn that thls was notiboing toﬁtak& in }l marlna

dlng 11 thﬁt tcu

B e

47

o

Bgcause I considcnamarine mam%gls organisms®

q

éiéo. and I thlnk lt Waéglntended tc be not marine mammals.

Nsa perhaps there could be s
==

%%

.since I thlnk they aze adequatel

ana thlS‘WOUld érevent a, dupllcatlon."

B
A

fpe

B

o

ACTINC CHAIRPERSON ~MORGAN;
nmcumiVE OFFICER DEDRICK:

-(/‘

o D
)

. Yo
o %

e

@ 2
cﬂ(ﬂ k

B o

Staff”

Yes. The (%tent of

e]

wprdlng to exclude them’ @,

Rl

NA covered at other points.

A

T

AN 4

[}

n
B

v,,)

thlsjstipulatlon was hot to hddress marine. mammalau ‘The

x
Ly

studies were requested by the Department of FlSh Iy Game

Qv

'rinan of the State In%eragency OLE

<l

mem@gp who is«thé cha
Spil?

$7-~SIQSC~- as Leally be@ng necesgary

4}

e what that i

o

tQ get an undérstand;ﬁg of fhe foevt of dl&p ersa ant s‘q

" N

pLankton and ﬁ sherles

Q
o

That w&s the lntent“of tha

Q)

7w b
=

a®

7st1pulatlon

& @

a

1=
Co

\ of f;fstaatmg itz

o

E}
< . B

]

‘ACTING CHAIRPER%QN MORGAN.

A

;n

EXECUTZEVE OFFICER DEDRICK: - We could sair someth.wg

g

P
]

&

Is there a better“way

o,

5 ) -

RN

i8]

<

0 .

a

other than bxota. WL have a bunchAOf bmologlstq.

. B o
thmnk of a wordf‘ -
SRR Y]

ACTING CHAIRPERSON MORGAN.

==

Okay‘ Al

If~1t ig the Qleasure oi the Comm1551on, we gould -

‘TheY'Wlll‘

== - wf

/MS KEMPE- “TE° we go.to No, 14 "the sea otter
‘.’ .
Stlpﬁlatlon 1tsel£,(there is a lot of confﬁsmon\h- and If’a
AN . . e 2 Y
« ' 72 h ro” & e . . # ‘&3’
o b ' - o o
o ¢ o \/ . ™ - . EO "/ (\jl ]
g //G; N S, . . 2
w7 oETens snmrmmn REPORTING. conpbaxnou .
s 7200 GOLLEGE TOWN DRIVE, SUITE 200, . ~ E\l} R

aﬁ»aPAMENTO( LﬂLlFORNM 95&26
- TELEPHONE. 1518 aamrut( =5
) m E «'"g . N

LD

B




% a
R K
05
know wmtﬁfpeople I ve talked to tpday in the lndustry —
g ‘
; . 2 where you talk ahout 1he amount of money %o be set asxde
. o 1 :
¥ °3| not tol exCeed 5 Tnxllioxi'. x And I think Ehie :Lntent of that
) 4 ig to beé one $5 million, perlod.\,But gt cauld be read ’ i$
L 5 that each lessee wodld bearesponq;ble for that . ’
- & s D\ aQ
6 EXECUTIVE OEFIZFR DEDRICK: That's true. .
AN N ) i ’ - bt
k\\\ 7- A ACTING CHAIRPE 5‘02[ MORGAN: Gkay. Is it - ke
o \ 0 . 7 : N o .
g | ‘cumulétive five million? & o g L
= o o o o . {}\‘ g \) [AY <
0@9 MR.. HIGHT: No.’ It's the intént for it to be one
o 10 /j%fwéhﬁ“ll’on spread amongst the total. . - = = - N
T ° . ACTING CrIAlRPERSON MORGAN Okay |
o 72 ‘ o
2 ° MR, HIGHT-! We can make the necessary - ca
sl © °  Exscurvh oFFICER DEDRICK: We'll £ix it. T
. i 4 . . peo R
14 - MR HIGHT: Ye&. . % )
Se o 15 , MS. KEMPE: I thlnk that ML. Ghylln who  is g01ng
‘?&;n 18°|  to speak for @6GA also WlJl want to talk a little’ blt about
P ’ o o . 3 ‘ ‘ . A,vx’ - ~ o . . l: v 5 2
; 17 t&;sgln hig remarks. | o So. 0
PR ’ B
L, 18 g \I,have/some spec;flc changes that I would like to~
) 19 talk to &Gﬂ~ab0ut and see 1f‘“3; of these would be . appropm
S ° 20 rlate, at least theﬁe are what I think the 1ndus Xy wouf’
” I & 5 3 - 3 ¢ bl
';\3' odgrm;‘ "9 2! QPEEfer. ! ' “ . ’ o i
[‘1) L i R
| ’ <22 And if we startQWLthﬁthe finet paraglaph.on sea,
,.,.;'“ R © 23 aotteir stlpulatn.ons, e says, "Leesees Lhall fund.o o aF
e ‘ < s, 5 & ?
w%)ld "aqd I: wculd llke to add "through Lhemr successful blds"
g <9 =‘?' ¢ 5 ,q . 4'«
o .8 28 stpdies,f@t.ceféra}?eﬁ beterg< et.cetera. s LT
W0 o ] ! e ‘Lv’ . . ) @
- G}" ’: ‘?:)\rfi:)> . ; . a = " oj e : 5 W j ‘»‘Ou ‘5:,
a o Ju | : S o
ot Q&\‘ : n‘c ‘/ . ’ o 3,"/ ° ~ 9 ) ° ‘ » ] ) ) )
oy e U EL e PETERS suonTHANQ ne# nTING cbﬂPoRATmN o
PN : o W o 7700 COLLEGE - TOWNbRIVE, SUITE 208 ‘ &
- fgmwwanm CALIFORNIA 93378 ? g’ of o
R S TELEPHONE (a16) "383- 3601~ S L e .
S &’ ‘ o ‘o a o 0 s QID dn " e o
. s o B I T AR P A Y




J : o N S e
“ P 7 | o @ “k\c 27)
et < e s 106/
ACTING CHATRPERSON NORGN.\LJ _Sstaff says né.
. o R S S o K o
¥ MS ‘KEMPE: No. X ° o
? PRI c . . Ou s ‘
e ACTING CHATRPERSON MORGAN:” why? Is’ :ikt «he . %
dlﬁference b\pween the cost to the “State or a Cﬂst fc ‘the
@ ) ? O.«,'/ o
lesseed' y_,m : 04“’ B ) Lo
NN E}LECUT \VE OF(;‘ICER D:@RICK‘ That‘s correcz\'!i ’
. . 4] \>
MS. KEMPE. I sthink that :Lmeou don t doﬁt as, 1
[ “a & B
\@uggested ‘there will be a lot of probi¥ems Wlth he way ’
(ﬁejple come up thh.thelr bids. And I think that\Mf¢
Huidley left som& lnformation onxthat that he'Wlll read ‘
. o
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If the.money doesnwt, askwb understand g couldna

be assured the money would come’ 1ﬂ to balance the current
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-fiscal yea 's budget“~butvlf lt did it mlght offsqt
ey

~

unfoxeseen expen&;tures tﬁat cduld arLSe and av01d a flSCal

© Ggoon

cri 515 in May @r June.

28

vy o We certaxnlz thlnk ‘that thesu large‘amouﬁts&

OUQ

5

‘of funds could come in in the next fiscal year which is
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. In°fhe short term eVen«wcur*actione wili detéfmiﬁe
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taxes.” And investments areOmaqj}ve. And, of course, the ,
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o 1n other words, whether or not it's more profltable or

B rem;nd you thatﬁlmmedl te action -- result of your actlon

g P h . .
the’ State oughté;o be 1nvestlngoits ﬂonex - such as pension
D) o
“fqndﬁ s in rlsky bu51nesses.: tﬁ/éﬁ?%the»functlon~and the
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domain of venture capltallsts who.can”ﬁut money on the%crap

ta%ie. And some of these tracts may fall into the eétegory
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of- bcxng gambles. ,I mean they don't  know Jjust what oil is

down tq?re or how much is down there.
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But we thlnk ;the State can take advantage of blg
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Lf théy are out there, by =-‘on’ the basiigbﬁahav1ng
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oprofitsy

the roye ties reflect the value of the oil which may go up-
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over the vears or downg and alst by having the foyalties
., Be a;fun?tion of production. So you can share in profits -

that may be ‘unforeseen.
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shaxlng'orﬁon the basls«of the bonuswbid royalty concept.
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The fedéral experience is ‘that they do have great returns
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to the federal government on the bonus bld royalty system.
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3 sales tax, 1ncome an?-- are’ of a/ndture that will fund
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" in a new tax and ratger we rebreally faced with \\‘ituatlonov
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ong01ng proarams w;giout raising the tax rates or bringing .
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where we've got to weather this bad recessmgn. Whan the

recesaion is cver, analysts and ofhers ‘have given the :
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opinion that<pur picture is sound, ouxr s%ructure is sound,

hutﬂwe need °to get over a ,one, oOr one and & halfy cr year.
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@ : Secohdly, the state of the art in oil extrﬁctlon
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techﬁ@logy is:far superion,tqgay to what it - was in 1969
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cwhen the state lands moratorlum was estabfﬁshed}F Technologi:él
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S superlorlty exxsté both Jn tne areas of preventlon, that ls,

devlces thaU’automdtlcally close of £ wells 1n the event of

emerge&cles aﬁd other equlpmen “and of cleanup in the'~: .

o & f [
cleanup “area in the evént of a Splll ‘Ahd I‘thlnh e
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W’

4]

seeaker mentloned dﬁcmdents in the North Sea and sq tcrth, \
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Conception area."My understandlng is that waves rlse as
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e The third’ 901nt is that there are: arﬁarently nqé%/
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measurJ \# adverse long-texm effecth tc:the&blota around

platforms accordlng to several speakers who spoke at Qhea

Ocean Symposxum SPOJF red by the Coastal Comm smiziien%
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o It wasﬂlnterestlng that several dlfferent speakéts'
made the same 901nt On the contrary, a great deal of

evmdence polnts to : ;;éter blologldai productLV1ty of o
eod a = 2 ‘
wﬁqera ‘ayound platforms., I would ‘think thls would be a
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partlcularly true of organlsms 1lke barnacles. AT - 5
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And accordlng to a speaker at the same symposium, -
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drill muds haVe pxoduCed an unwarranted ‘amount of concer?V\\

Now, I'm no expert ‘on tﬂét, but one speaker mwade a big point ®
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I also - because musselc Were» e’erredﬂto in %T
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earlier teSﬁLMOHY’** somebody sald thq; there was concern
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about them. My‘understandlng is’ that mussels in the .

Santa Barpara area‘are currently belng consumed by huﬁen
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helngs after inipectlon by the‘Health.Department and it was
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learnedq ‘even though these organlsms are found 1n\:§e\area
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Thi€ is only ciroupgtantial evidence,
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1rrelevant arguments about send ng messages to James Watt,
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whlch(;ou have heard earlicr in testmmony - not so much
) c @ H

todayy\but 1n your nIR testlmonj I o
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&) The State's envxronmental safeguard system is-
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rcbably the best in the nat;onOand‘ms more strlngent than
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the federal government.
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today} therefore, we.
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qr stnonger than thdse recommended by the Governor on OCS
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Lease Sale 53 in the cdse o%ifeqeral‘waters,
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the Governor's comment stated ~~oand I'm quoqmng
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DLilllng and{}orkcver operatlons shalanqt be permltte
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between;December I and Aprll 1 to mlnlmlze the rmsk of
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5pllls durlno)extreme weather condxtxons.
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' range are well underway in Novemberyc And gray/;Lale' ”
.CQ;*Calf palrs are stLlJ found insidd the offshore Lelp beds
as late}as mlgfﬁay
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’ ‘l.d@ntlfled in those stvﬂles was the use of dlspersantb.

clear that we do want ‘~— that we need rc.::usparsants d.¢loKed

.they die verygulckly It's. got the, same.‘ «And, that was that-

E.XECUTIVE OFFICER DEDRICK:, Yes, o
\ﬂn e O ‘“ [o] o
o "LHAIRPERSON; CORY : : UF)J.rSt,. Susanne has a question.
< 4 'n . .
©  COMMISSIONER MORGAN:. Well, maybe you oar: - T
o “ . ” P o , o - {
| respond to:the comment that U /
° G Dol . . =

b © - R R , = R jv3 J|
. \ y . o el | g”f(‘ ((S‘E
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P R 128 °
0 4 - &
dlz_fe Serva.ce am,} Iy rLor Secretar‘y {/latt\./ ] o
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And that quote was. "It may be safe to assume

lOO percenL :mortaln,ty for sead otters contamiuated by 011,

o 'ﬁbat concludes my pfrepared ‘statemeént. . I want to .

<(\

x:espond to one ox; two ,things that were, Just sav,d

[ a
L)

Jncelyn empeeof WOGA spo]re about the stuques, special o
o Q 1\ o

QN
8tudies, not J.ncludlng marine mammals,- 0 One elemi\\/l;y

[v]
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\_ 1 g

R
And that's’ really of cruolal concern \for the sea otter. Some

fear - the dlspersants :.tself could be moreudama{rmg than |

o &
oil. So, perhaps, LE that would .be 1nc].uded in thé studles r
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I think-that in the sea ot.te%5 stmpulatlon, I ivant to be. =l

o
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The other thing|\the comparison of marine life .

v
&

around »0il rigs and the 'fact that seals and sea lions are
Q [ o

there, and I have seen seals. and sea»lions’ when I have flown over “the rig

1

*;he channel. . T just-want tooremmd the Cos ”"'*éﬂlon that -is a whole

g
’ a

| dlfferent story for otters and ‘01l than it is for- plnlped, andw-_vat S

1ts,,fur.. -Once it gets matted, the cold water penetrates to the sk:m and

O
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0 2
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° . o

o

s

. 'SACRAMENTO, CALIFOBN]{A/ 95826 ‘@ s
o . o TELEPHONE (916) 383- -.Qi yo 2 o /,_

e . , o kR CRan m /;/f

»
@

PETERS SHORTHAND REPORTING CORPORATION o ' / .
; \__ 7700 GOLLEGE TOWN DRIVE, §b|re 308" @ - o7 / L

e~

7




P 9 o
’:C‘ o ° o . z
o e 2 L3
. L2 o
" 0
® o k%u
' !
i % . )/
ok
\\‘ ’ D ,/r¢//6 A
G s M o
". o T ° o
o o 8
% .
‘ L9
o i
TS 10
' ’
’ &
o 1
e S
" 7 12
o F ° ©
p A 13
&
= . \ !4
: -
5
- \\(‘ 15
o 0 £ o -
o &
&y } 17
- . L)
, BN ‘ ‘ 8
[ o “F i
Q
o 19
. : %
> 20
" fu)
4 4y @
R 21
i‘ W
- ‘ ‘22
: ”‘ o o ,
o0 g 23
.
- o
. - 24
. el
a
= 1)
]
O
8]

RN EF

=]

9

ﬂ of loss_of oil from a well occurs.

_gray wnafeb.'

/ marine mammal stipulation as well?

Q

\\
N
thé\u Llllng ban is not as strlngent as we're prcposxng -

EYECUTIVE OFFICER’ DEDRICK: Ag the' State is pmposmgo

Well, I .think in many ways Lt%s nore strlngént.

~4chﬁcwerailons are not the.i=-- neCéssarlly the t1n25'when greatest rlskk

= =

By lmplementlng on
;1mposing tne oil Splll curtallment planmln our

<

regugbtlons, a lot more operatlons than Jjust thohe two ,

are ‘prohibited.

o

lmnllnx;amihDrMﬁmm

The entlre regulatory program of the agjncy

is geared«Eoward.prevent1n~ws ;ls. The 011 spill cleanup

Roduro}

is

1n case there is a slel - of course, you need that.

And I thﬁ\k that the oil Splll stxpulatlon is an extremely

2

strong one. ~What you ‘have to do, I think, is to lack at

the wholé—body of thertlpulatLons
blologlcal required stqdy stlpulatlon b= thch I think is

the mariﬁ§7mamﬁ31 and

4 y of 7

'_..rg ;
gl 5 lS it? ‘ - °

“ S

SANDERS. Yes. ‘ c o !
“ 7 0 -
EXECUTIVE - OFFICER DEDRICK: . The oil spill

MR .

0

£

containment stlpulatlon, thch.ls someWhere axound 10,

Ea

as ygll as the proposed sea ‘otter stlpulatlon, No..l4.

I tthk,that the ody of ‘the stlpulatlons, lnciudlng t}e

spe01flc sea otter stlpulatlon, is. exc&edlngly protectise,
of marine iammals, specmflcally the sea otters and the

S ,, . . D3
Is that an adegquate answer9 ° ;

o
o ° s 0

» _° °  MS. FULTON; Theumarlne'mammal -- they're 'in the

4

o "
fs) o

N

o

!
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a

0

i . (=3

/the sea cttenostlpulatmon. c But I think it says that you o

N T WM A WM

o ¢ ) R

==

. . ‘Q N - ] g i
" EXECUTIVE OFJfICER DEDRICK: They'xe in the marine

mammal stipulatlan. \ @ - ’ .

!
MS \FULTON.g The way that ‘this is drafte I think
<

it says =- dnd I have managedtto lose’ my'place lanLndlng

could enfdrce that drilling‘ban again if it looked like

there would be damage fo the sea otter. I don' t thlnk it

<

mentions grayﬁwhales. And it really should., e
EXECUTIVE QFFICER DEDRICK' We were negotiating

a specaflc sea otter stlpulatlon and that's why gray whales
aren't in 1t. Thenprimary - Q” B “
g R - CHALRPERSON CORY: Does the marine mammal “
fkipulatlonnallow us the same fleleLllty'** well, as T
recall,)there s a stlpulatlon concernlng marine mammals.

]

EXECUTIVE OFFICER DEDRICK' Yes‘~ ‘Mandatory -

blcloglcal marine mammal survey.
'MS. FULTON: Page 109. »
 EXECUTIVE OFFICER DEDRICK: Rage 109 of Exhibit E..

No, it's not.

cﬁkIRPERSON CORY: CbmpatingAthat £0 the sea otter
stipulatlond 1F. facts were presented to the Comm;ssxon
that we were killing the gray whale, what oPtLon would be

available to us? ) o o
' “EXECUTIVE OFFICER DEDRICK: I would say that you

&

& o

have ~- oh, you.mean without a gray whale stipulation of the
I o : ;

h S , 0

0

/ L‘ ‘ 7 1;1,2 l ]
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"perfectly accéptable thing to do.

17

P e

sort == o L ; v
' R » . g
CHAIRPERébN CORY - Qr amending‘théisea otter I

2 .
“

stlpulatt?n to sea mammal and b*oadenlng lts scope.

MS. FULTON:  -That would be easier. -

i
EXEC‘.U'J.‘I\/'E7 OFFZLCER DEDRICK: I think thé.t just as, long as

o

you havé the sc1ent1f1c trlgger, whlch is to me, is the crltlcal

-

part of the stlpulatlon, there would be i lt would be a

¥
Mr.

We_had testlmony

E)

fChaeran, before you were here,:asklng for «that kind: of .

protectlon. We have no evldence, of course, that the gray|
\\ \

- whale LS damaged — they erm ap and down the Sﬁnta.Barbar

But lf evxdence dld drise, it would -

Channel all the tlme.

be well tothave that out fov the CommLSSLOn‘ ty‘Awf

CHAIRPLRSON ‘CORY: Do you bel;eve that that would

@ [

require an amenament to one of these two stlpulatlons 7—/7
0

R

I think that's the question before the bbdy. -

EXECUTIVE OFFICER DEDRICKf Well, you would havnf

to add Vray whales «to the tail end of the sea otter gtlpula—

tion. If you wanted to be fancy., we'd change tltles.A

COMMISSIQN‘R%MCRGAN:ﬁ That's fine. ) -

Okay.‘ Well, I have go*.some

Dl

CHAIRPERSON CORY 3
N

notes from other people and we ‘could deal w1th them: There

is a questlon I'm not suﬁe that thLS ls cfear ‘in my mind

==,

as to the term drilling w1ndow~as opposea t<:>,,\¥7 gu@ss

what OPR“or somebody in- the ‘Governor's offlceﬁéae. Would

< =)

0 . ) N V
&

2
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somebody‘make cldar for the record what those fdxstlnctlons“

are or not? - L . N

! i

Lo i B
- EXECUTIVE: OFFICER DEDRICK: = The parimiry point is

that -- both the Office of P]awnlng and R&search and our

B LN

proposed stlpulatlons requlr& professlonal anut to d&ange

A )
[

‘a decision. The dlffLWence is that ln the federal - _,9

in that stlpulatlgns ptesented by the State of California

1"

in lease sale 53 is thab the sale *»fI mean that tHe

p o B

operatlon cannot begln untLl thQSe proofs are establlshed

C>

i

)

‘”I*m not‘certaip that iS'the same language as in Lease Sale
9 & .

i “ & . . : -
) o o . . N 2 ; A
6 8 ) \m W # = .
MR. SANDERS: ’There'is‘np'éea‘ottéx stipulétion in
o B \\L" . [ : e ‘ o B ‘

6 8 » d RN \\Q . 7 N

. “ o : < & 22
v ~ MS. FULTON: Actually in 53 it's just stated tHat

5 P =
~werkover'0perati9ns Shall_natﬁbevg ”WLtted between Decembéb
® o . )\\

1 and Aprll 1. Thére’Was no --

pas

EXECUTIVE OFFICER DEDRICK‘ . The second cl%use;

) CHAEREERSON“CORY- Paragraph ?ESays that eyceptlons

DR

to thls paragraph shall he grnnted by the DCMCO after g

a bxologlcal oplnlon pursuant to Section 7 of the Endangered

3

Species Act qf Y73 is prepdred by U. S Fish & Wlldllfe, and
Natnonal Marlne rlbherles Serv1ce as: determined such 'f

action w1ll notibeopardlze such populatlon. B e

MS ~FULTON sWhich is ¢imid .axr to the language that

T Suggested would be more ‘acceptable on the phone to your g

Vi)

Q

o

PETERS SHORTHAND REPORTING CORPORATION L

7780 con.(t-:ggllow BRIVE, SUITE 200 i
- . SACHA .gm@ﬁ:‘wronma B5826 .
, reuepkouﬂ’ 916} 3823601 : [+

9




G e . K N g
& \\ s | £ 5 . « o =
ald ) y 2, o e Y 4
I g ) ‘)N ‘((i 4 ) 6\}/‘/) ) ‘ S:’ N ) 7 o ° o
‘ . J : T = 5
o) . Ve : i 130 |
N v @ /' /@ g ‘ v 't “ 7
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: s, ‘ ©oe @ e
counsel th;s afternoon. T g s M o
, e 4 T . B
g CHAIRPERSON q?RY: I do. not unde¢rstand the
. ' |
£y ! ’ .

dlstlnctlon to which we are argulna s o

B

MS.,FULTQN: I think it's the bu:den of; proof
One is that the way it was ——~th¢-Governorns Offlca
of Planning and ResearQh had developed it that thls  2 :
protect:.ve neasure would be in place unle< f:hey could show

that it was not xlt &6 go’ torward and, drllllng durlng this

7 %
~time pcrlod would not damage thetuea otter or the whale.

i The way it's ertten,,ln“the<State pands e
 yCommiss§on sa1é tngre would be nowarillipg Qﬁhﬁunless —
it's 1eft’u$3to the (discretion’ of the Commission if it's

r&commended by the- Department of Flsh i‘Game. We;re somewhat

cpncerned %1th tha ohanglng admlnlstratlon.‘ I hope this is

o
an unnecessary concern, but I think it's falr to bllng it Xg
up, that w wxiz nct have an admlnlﬂfratlon that has Ehe ?
‘same “feelings about offshore oil development and | —
envmronmentalLfrotecthn., And there's 'a’ concern thatv b 2
,possibly.the ﬁirector'of’the.Department ofﬁxlsh & Game ?

" might be COnSErained.From'making recommendations to protec£‘
o Q ( 2; wmldllfe t&ip couid be seen as any kind of impediment on -
. 22 offshore éil drllllng, :
‘ ié o .. So ‘We feel the burden of prodf ég;uld go in favor )
;;:Q . T 24 ',of the ﬁébpardmzed species,
: : &!‘“” 5 . EXECUTlVEbeExCER DEDRiCKB 'The épy;ical difference i

Edil B z
T "\\\/ i . p @ o, - !
[ \\\ y E o 1/ 1
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I N
) a0 g
b . . Q% s O, )
IR % A B Ou
o T E = e ‘ o - ° - z Co ’:t\ :
g W : = 3 E ’ px ‘ ‘5(‘ .- ‘ s ; g e S T
- . L N R S R - IR
‘ [ . between the two s:Ltuation is tba\t dn the, \fzegier'a;’rf: 1ea,§é3 §
® o . I» ¥ 0 &
..« “" ¢ , 2 o sales the. ocs: {:ra,cts J.m quest:.on e and . you. will, ohserve
mD | L ”é?’;go /‘ ?"1 .
= . 3 it if you fl:l.pf bac]g a ‘page =-— are offshore from a}:eas )
;, g @ K o ,} it - [
&L . 4| "where sea’ otters cur&:ently ex;Lst. I maah, you wknowf, where
Soo s : o
o . . ‘f." 17 © : S ]
0 Ten T g 5 | ‘they 'ﬂd.:Lve and. ha.ve bab:t.es and thlngs. ﬂ M
‘ Ea 6|° . .The d’lfferenceﬂhe-re :LS\ that 'the sea otters, lextcept.
’ “ = 7 for occas:.onal vagrantsﬂ have not really entered the area of
. \\ 8 ,37,.the sale. In the EIR - A .,
o & £ ("‘ . 5 (,ft‘x/ Y 4 . o o
P r:' & N ) ‘ ST e .‘\, s ?
L o9 5 CHAIRPERSON CORY . How arey they designatéd as’
o b S P ' . . V . ! »\\ ) W g e
1‘ : “0 é ‘o 'Va.grants'.z Q. o | 'y \,'\) . tes a R A . ;
e’ | = " EXECUTIVE QFF'ICER DEDRICK:.- You've got to Bave a
R t quarter .Ln your pocket. s )
3 o (La,ughter ) ’ ' ’
IR \a,h ' CHATRPERSON CORY; Okay. |
S 3% B . EXECUTIVE OFFI.'(}ER DEDRICK ;. Durn.ng the’ BIR o .
G 1€, process we determined that -- . ° ! N T | e
. oy : W P " o s _ ; - i B . o \.}(ﬁ,:u
S o ‘ CHAIRPERSON CorRy: It's the Ripple bottle laying
: “D £ : o "'/4""!“ h! . ¥io i “v'\:;f"'" = l = T = ” V‘ . ‘\ | ‘}
N B e 35 on theif belly., 7 . s, e ‘ ‘ S
L s Y O ,, s o : 5 >
v A . S S o & o “ (}:\ | o ) ’ ) Q}V a
a Ty LA ~ {raughter.) ’ ST
.“‘S g B " ?{ ? i @ # 'v\?} \‘ - - “ IR s !
R - 20 EXECUTIVE OFFICER DEDRICEs. Anyway, the: EIR R
¢ - = ’ o O .
g 6y . 5 } . », o
o e A process determined .that the Northern current is the reason
‘)3&‘ g r"‘("”“ (? Do & B ! &, o .
v f" b= 12 for concern for the, Friends ‘0¥ the Sea: Otternand it flows "
‘c J =0 "@D U . W i RSN
T 2-’; . durihg the Decembexr to the Maxh per:Lod that thep are "D
e i i 5 v ) o
: G// SR o concerned aboui. So the point is that - e "
o ¢ % . 25|°. ' CHAIRPERSON CORY. wha,t is ~the substant:.ve dlfference -
TR VA S (LA A
- o . e ] : ) 7o ‘ ; o < . cu © s
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I S (J T TR

lf’we put1~— what dO&S‘lt cqst us Lfnwe wora the:tr&gger1£; w7
’ mec*han,msm -—i‘ . @ , 4 o ‘J g I oL ! ﬁ;
: : E.X‘ECUTIV“‘ OI:F:FCﬁR DE;JRICK'A Tn” tez:ms taf Mbne;@ e °j ‘3
-’ ¥ ”CHAIRPERL»G‘N CORY‘ In termé of maney” or whate.verﬁ. ?
;Iﬁméanf\whétgas_the adverses sgc;al,ﬁor pubilc pé}icz‘“”@ i ;
“of cédcbmrﬁoda{iing ;tﬁét? “D‘c.)es & cost\\us money?. ﬁ‘beé it h OUT’T‘&_A‘? 7
_cost us dddlﬁlondl hear:aaggs? L 'dqﬁ‘t knéw'. I'm trylng to b o
- understdand x»j'hat the dls’}ute is SpeC:Lflcall}[(s@ we knowowhat r o
SN A R N m B
i,‘gbls.. ]L Coed LT e se T o P ,:B
;Exrf.cu*;l;y'ﬁ OFFICER DEDRICK: Well, I hhlmc tha{: m@ o -
the EIK prodess, Mr. Chaa.rman, we ietermmezd that the flak 1
E%f an’ oil Splll totallY'uncontalned Wlthwﬂ@ ol 2/7piil”f) ,:‘oi
s CQntalnmant e all, reachlng thefcuq\?nt area whére the fw Vﬁ k
sea otters live l§ ewd percem‘. in 10 Qays. ’ That is a v;ery |
b Low l:.kela.hood And I -(-— that ;‘zas one '\df the reasqns whymﬂ ‘
I thcughto rathe@r ;c\han — what I'm trymg té ilo ‘is write ‘a 1

prospecture stlpulatlon becausaﬂ the sea otters ~- as 1

/I ¢ e

.18 | po:._m:eda out == except“ the R;Lpple bo‘ttle guys - ara ‘n‘otc there
iy, - C) /‘/41"1 N

19 | They're -»-' one or two ha.re been s:.ghted ln the area. But the

ng main, ponulat:.on,p the breedmng populatloris, are mqre than
oo "‘@\:{/ G & k2 33,;
¢ 21| 35 pil es north. Okay” SR R LT
o 5o ; ° R ey
R - 3 CHAIRPERSON com:*-" Uh-huh, © | S,
‘23 | EXECUT:LVE OFFICER DEDRICK: so 1 theught that if we
oo oo
24 d:’.r;f?j,w,:Lt this WaY, Where we have the scz.entlflts mput “to tl'ge
"+ 25 Cqmmlss:x.on so the (l‘orunif'sn.on reta:ms the dlscretlon,cwhlch
6 % o | 2 o
Do oo A i ” .
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)stxpulatlon, to mak%
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aqa'nstg When the ses 4'tter§ arrive.i

o R

Bl

0

I oS

its .o
i
n &

CEGR

he area, by“then

&

R CE

0 s
[ ’,,let ¥

wn decLSLon for or‘

0 @

of these mUltltudanﬁm BfudleS:whiGh we are fundj hg

e

/

=

N

‘l-v.&

the other part of the stlpulatlonjw

1 be gmvmng us -

1nf0rmatLon and® the Commlssmon w;ll be in a p051t19n

ﬁf

a pisk +to the sea otter.

a

§

v,

"H

iy

AN

a

totmake an lnformed dec;smon as to mhether or not there ig’

©

“

Currently that rls% is an eXceedlngly Tow risk-

x,\, B

o

andofrom that v1ewp01nt, I felt that the sort oF language .

e

* that I have glven you was called forw Theré are, in fact;

.,

substant*al flnanc1al impacts of an all—out ban on

1‘7 o

7 -
operaé;ons during ‘that perlod And I'can‘gLVe you a range of

those if you‘“e Lnterested.

< 1

C . YouthaVE a, thrae year drllllng term,requlred by

statute. You do have the dLscretlon to ektendothat:
& o (10

I
- drilling- term, but as T understand lt, Lt's not the lease

Q\k/

By taking a third of each,Year away from actlv

5

Language.

@

explorablon and’ confmrmlna Wells, yoa re re&ucxng the
: effectxve threenyear perlod to a tworyear perlod,
o P A >
We have' 'risked that out in a cpuple of dlfferent

?
o

ways. - And the total impact in blddlng in revenues recelved

&

by the State.would be a reductLon 0£715 == a mlnlmum of

- 57 and a maxxmum Qf about‘BO percent, dependlng on what the

bes

kost of money‘ls -and how the C1l.company does Lts thing.
"15 to 30

@
. =a

~ CHAIRPERSON copy. .15 to 20 percent of

. PETERS SHORTHAND REPORTING CORPORATION

_ 7700 COLLEGE TOWN DRIVE, SUITE 20075 , o
 SAGRAMENTO, CALIFORNIA 95826 - o ey
TELEPHONE (916).383-3601 . w
S a ’ o :

LG e

4

= . o Q-




A E
14|
15
16

LY

17

[~

@

19

.
i BLCERY]

o

percedﬁ,‘and.lt 1t‘s a\hundred‘lellonanlS to 30 percent

s E. 4
== / ™ R !
:1.s $30 mi: 11:Lon/. A S b =
0 LXECUT;VE OFFICLR DEDRICK' *That is cdi%éct.u~“
[ & =

] MS. FULTON: Did yo&~say one lellon dollars? Am

‘

I reading thiszwﬁbgg?J ﬂhe 1mposmtion of over —— maybeJI m e

readlng wrong. When' you were dlscuSSan Whj you wére not '

(aupportlng that ban, on page 48 of the staff report of

)
0

December 15th, lt ‘says, the impasitiodn of $1 mllllon per

year in addltlonal d&velopment costs.k That S 51gn 1fi ant1y
fa) o v
lowe% than what you were jUS‘ talklng about if those flgures
o N . B . R R

A 54 © s L

are correct.

LXECUTIVE OPFICER DEDRTCR.

9

) o “ s G U v
What I‘Waséaddressingf(

vjthe ngut s that Carol's talklng about are in regards to the'

o
[0

I tas talhlng about the. - exploratory phase.

productlon.

The standby cost of rlgsgelnCLdentally, was n&t 1ncluded in
v @ o S B . - I8
e : .

o o~

. that flgure.

o3
A

One of the problems“they hdve in schedullng rigs,

. they run 50 uom$90 000«a day, and if they miss ﬁ r.window,

they*stlll have to pay thelr standby.

€]

S

CHAIRPERSON CORY “'What you re saying is that

@ &
A

“in the exploratory phase there s notra platform,\u51ng

B

”drilling ships:and that sort of situa

/) ey

. gost is amdlfferent cost than tne cost.cf cnce you've, got

i

And thatuthat

AN

o

¥ -

a platform there as to what costs — not drilling 'in the

That iS'the'diaciapancys\

o

productlon phase.

<

i )
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K

- not a significant sea otter population at the tlme\bu

Awas lmmedlately to the 503\3 of the range.;" ¢

= {”“ on what you sard(f\\\§§
reld true a lot oF those tracts were

_'traCYBall the way: down as far as\%he sale went down to the -

“point Conceptlon area,

’ rLght,now;

o)

W

B ° . 135

“hﬁ\EXECUTIVE OFFICLR DEDRICK; That is correct.
S “F(/;GN. Okay we agreed ta the fact that.it;

o _/ =

S 'But”"bere were a couple “of commen.ts ‘1'd like th,

¥ "" \r’
¥
e, 8

about == tHe Governor made the

;ommendptlon, and it'
i

-,

lmmedlately offshore of existing sea otfer habltat., ‘But if

you' read the Z‘\“‘h;nulatlr:ns%\he.‘ stlpulates that every éingle

'

%

SO he, Ain g e OPR recommendatlon -

Q

they recommended that that ban be Ln areas. where there was

e

¥ that |

/'I

We heard tcstlmony whlle you were qone that

ff%%i%éhed~ me a bit. The man who's “an expert at- brlng}ng
i

+in oil spill- coﬂtalnmen

\./

bgﬁ‘ =011 spllls sp reading lrketg? @Fles an hour. aAnd lf v

you nad a sea otter range Just sayv35.mlles north. ~—I . ?

t equlpment by hellcopter was talklng

thlnk Claxre\ rrght, we don%t havéxthat‘many otters there
t there 8 an exrstrng threat rlght now*ﬁ\ ‘the
2 i

o
. ¢ N s 7

populatlon. ,
’ EXECUTIVE OFFICER DEDRICK‘ %xcuse@me. In the oil

rt of our standiérd
P [y
red by the lease, operatlons arenot &gllowe

spill contalnment plan whﬂoh ls pa

regulatlons requiz

Eo occur’ —-- tho sort of operatlons we're talklng about —-=%
w / V ;

¢ ) y s .
o .0
e L g kQ
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when seas exceed six Feet, when ‘wind veloplty‘reach.zo Y
knots, Wthh.ls,J 'Leference to Allen Greenstadt‘s comments.
l(n Q o a
" He was ‘talking about the wind mov1ng tEP 01% faster than tha[\
current moves it. Under foggy. condltlons, under conditlons'bw
P & ‘ i
. 5 when oil slel cleanup and contalnmenb/eghlpment is nots
Co e
S ﬂ - 6 available and cannot be perperly used. -So, for practlcal
' ;YDQ, wy ve - 2 5 :'A\J] . “ s
’Wl“ » 1| purposes to put an oil spill -- I mean a curtailment on
;~%g‘o S " 8| .operations durlng thls -- these winter mgg&?s, Zthe only
i, ,/o . . . ) n>
P R 2o 9 thlng we're doxng is putting that curtallm/nt or it durlng ,
Q ‘ . . » B \¢> ’
‘ 10 calm days when the rigs can operate. " Under those circum—
’ ot " @ - | C:‘J & N
X SR 17 stances, 011 %Plll cleanup equlpment is hlghly effectlve.
:@f"g“a J12 o CHAIRPERSON CORY: Questlons from the “
:‘d ‘ 13 fiCommissionQQE? Do’ you,have any more comments’ 7 ’
® . o ‘ )
SO 14 L MS.{EULTON: §o. I'm agreelng tovdlsagree.
HER S 15 ) " CHAIRPERSON cd\m: We understand thakt. //
e Lo N o . . \ : 0 i o N g
SR 6 MS. FULTON: A1l right. ”
o - ‘ i o ” ‘
B | CHAIRPERSON COR‘.{.: Okay. Jack Hundley. o
e 3 ’ .
LI 18 “, MR. GHYLIN: Jack Hundley had to leave benause of
: “ o | [ ) ’ o o
19 the inclepent weather, but I'm Clair Ghylln‘also represen;;ng
R i (2
20 | wWOGA. : v N
S SN CHAIRPERuON CORY. - You'tre next. o
e g 22 | " MR. GHYLIN:, I represent us. both. And I'll
ﬁzaﬁ condense it. ) ‘
S LB ) S \ﬁ
24 : , CHATRPERSON CORY: = Okay. b
¢ ~ ) ° N ’
i KN Y .
e 25 | 7 Dave has. a question.
u N . “ " T "o } ) /
a = : g _ i il '-,//'\/\ /,.// i
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CQMMISSIONER ACKE: 2. Was thererany other

< i

language.concernlng the 'sea Outer stiwg;atlon,thnt~wasn't

addlesSed 1n the”prqposed languagb, WOCA 597 T °
- EXBCUTIVE OFFICER DEDRICK: Oh WQCA,raLan -
!and I assume Clamr’was geldg to raLse that point agaln <
surgesﬂed that at the end of the sea aotter St*@ulatlon,m
wh %h iikwhere 1he scientific trlgger occurs, that an
uand/or.mitigatlon,.as)I recall be added,at the efd of .
< o o ]
;hét. S PRSP o ;;ggsf”( ) - b
Their® point,O I presﬁmey Js.that i€ you can ‘== well(

T think Dr. Kempe'testifLed to the fact that there s been

7/
T
a ldt cof money-egent on mltlgation. It's reasonable to put

o\ g
thntxini I suggested that youxmk.address that issue untLl
SR “;

you heard both,sides_o# the question.

b

Does that answer yoursguestion?

COMMISSIONER ACKERMAN: ° We were about.to address

N JZ K
- o R PR N o
Sy

[} B
it ¥ . . ° o i

w9

' EXECUTIVE.OFfiCER.DEDRICK; You're about, to

address it, r;ghtqo

8
[ o,

: ‘MR GHYLIN:‘*JackLﬁundleY;is chairman of WOGA's
& .

,O0ffshore CQmmltten andhe agreed, I bgaleve, to pré%eﬁt té

the staff in thls hearlng hls analyﬁyﬁgof the cost of the
/ ‘curfmonthwdrllllnq W1ndow in> the &ea otter stlpulatlon.

Let me do that flrst because .it followed what ]ust has been

a

43
25 said. ) ° g o . T ©
“ o . . . S 7\
o o // /‘ /‘
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: Q . :{U . . oo < f L(b N
‘ . ‘ “al 5 o o And also itls gtmﬁi ;Eresh in my mmd. his range RE |
g 7 L- corresponds to wha,L Ma.ss Dedrl.ck saa.ci. Tt‘s 15 to e |
a. “ . 4 e \
. & i ‘ Y
bog o 3] 30 percent reductlon [Ain the Val\le of tHe lease at the #im \}
o ) l < J
e ,& _dt's bld upon regardless odf the bid factor: SOd?c.he formula, v
4] b ¥ o ’ “ '
@ ' 5| he used«mza§ a four-—nont‘m shutcxown dux,;mg ea.ch of the first
3 ’ 2 \ oo 5
e 56{ three. years of the drllllng period of° the lease. ’ Andz»he ’
o 1 assumed a hundrec‘{ mllllon barrel oil fleld one that 1ease. C
AR Y 2 o .
o sl ... And in his analysis, the cost of ‘tHe delay in the
H o ) : | < o
HE v 9 exploratlbn phase, movmg in and out of dr.lll ships’ and
R N T qﬁﬁament, was $10. 5 mxll:.on per lease, And the delay
. J\\' U? s "c\ ' ’ b= ’C(
' : \\‘ sy [ An productlon caused by thé losg of three succéssive four-
| ‘x': = o O'u‘on 0 ‘
e ﬁ V12 month terms was $12, 5 m:.lllcn. So the total cost per lease .
R o % 3 “was 22.5 willion. o |
. v:./ \&7 ‘ 3 = i o
: il \ If you then take their formu a. for e's;ﬁimai;ipg o N
e 15. value at. the date of hiddlng -~ whether or nét :Ltl °
R : ),
. ::} : 16 bonus or net pri{flts --~ he arrived at the 15 ‘ta 30 percent o
. - & " @17 | range of the va%.ue of the lease. e e Tl
o oL i@ b, o \—‘xu K . c :
N s " Nowp applying that to the adjoining five federal
G ,V‘v N ‘o 19 leases which were sold in the last sale, apply:mg that o o
. o > P ‘ .
5. et T 20 formula, the dollar lost £6 the State. wou]d be $356 mlll:.on
ﬁo‘ﬂ (TR 2y | for the. fcur—month dr:.lllng perlod. Lo e S
wow T o7 . 1 G o
L e e 2 COMMISSIONER 'MORGAN: .You re talklng\ahout the
: ' ‘ . ¢ & : a
.G ’ . 23 four-month delay as though- :Lt Were ent:u.ely attrlbutable‘ S
i o i .
. 24 to tiie ban, althoug*n it sounds to me llke we have some opher
R SR 25 st-fipu]_,ations that would E:ause a ban aside from ~= aven if_d‘ B
| ““___°  PETERS SHORTHAND REPORTING c\arfonA‘r .
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4weudidn‘ﬁ“haVe’this“specifi0”ba5 in placér

MR GHNLIN

5 7

stxpulatlon, yes, ‘and not takxng 1nto conaunctiﬂn the cost

~This analysls was of the cos

c

of other stlpulatlons. .

g

COMMISSIONER MORGAN . So

cost of four &ontha of "not drlllyng to that stlpulatlonf

not erll durlng four months for each.of the threa

exploratory year%q then all of Lhese costs would%be.a551gnod.

"to that ban.

i

distinguish between —-
MR. GHYLIN:

- reasons. mhere ‘is no allOCatlon or other reasons.c

 COMMIS SIONER MORGAN. Thank you.

MR. GHyLIN.

of course, supports the Commlasion = study of thlSC;S:$lng;

o

program and éﬁcourages:that‘the.CommlsSLQn ploceed now.

We,thlnk the tlme 15 now dnd that it's no longer necessary

1$?oxts costs will be about’ $85 bLllfgk£ which is aboutu

gqpa; to our&@ef;cxt.

Lo

been‘'discussed today,

MR. GHYLIN:

Q

Yes. T£- the ban‘wasﬂthat you could

N

[

" COMMISSIONER MORGAN: . .Okay. . Your anal@¥sis .does not

[y

o,

@ , o
It,goﬁid also shut down for ather

|

LN

The.Waﬁtern 0il & Gas Association,

o

o Our nation needs energy.

[4]

«

G, © , 8
“jobs. O R
N ,/‘” R
7 ﬁ4lf And that's been dlscussed by earller witnesses.
Y
o « - .
_} .
o r
PETERS SHORTHAND REPORTING CORPORATION
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Go ahead.

. This year our

Our State needs "income and{that s

And certainly our communitids need
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25

|

_ than we did from Saudi Arabia for the flrst tlme, And +his

foil.“ And they were totally depandent on rimported 011. e

| produced\lts tirst. barrel, England and Norway both o .

';aSLest way fonﬁme to follOW‘lt LS probably +to. look at. tha

."of the calendar item. We'd llkegto talkﬁa Ilttle blt about

AAnd we WOuld llke.to clarify in our mlﬂa what Recommendatlon

9 is as far as'further deVelcpmegy.of.ﬂeasa langu§g§.°‘°

o . . L ot
N The txma for study prohably has long since goné)

‘f)

by. = You may have nptlced th;s weék that a% a natlon ve

imported more oil froh Norway and more oil- trom England
o ‘w N O ﬂ [
ls GSPEClallY lnterestlngdto someone who operates off
Calmfornla because in 1869 when Hondo Fleld vag d%scova:e

" o AR

in Santa Ynez Unit, nelther NorWay or England.had dlsCOVered

o

Between that .time and Aprll 1 of 1971 wﬁen Hondo

L

daveioped the North Sea’ campletely, developed thelr“

P

refln_ng pipeline’ capabllltles, pvotewted the envlronment,

became energy self»sufx&cment, and became exportershkuﬁhey“
1(}/

o

are now the second and thlrd 1argest expn*ters. And th¢nk

L

they ve done xt with study and WLthnactLon., Andgwe fqu
this is the time for actiom. = | - _
° T We'd like to make a“Te& comments. And I thlnk the

/\

F

B

recommendations: of the staff to the:CommlsSLOn on page 3
o o {

D W
a couple stlpuljﬁlons in generdl - And. we'd llke to talku

-\\\

\h
about the blddlng recommendacloﬁT\une net profit blddlng.

[

Tirst, as to the stipulation’-- and most of my: -
9 9 Al °

o ’ = : .
Lo : Y ¢ ° \ N - N L= © o (j’

o . 9
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_of bid because of At.

vcexllngs on allocatlon formulas or somethlng that ig ¢

*wmll know what addltlonal dollar exposure he faces.

‘defineable prlor to the sale soO that a potentLal bidder - ,

,’“141

o

comments will relate to econbmlca, 51nce the othei witnesses

" JN‘ ’\r
haVe com&entea on most of the other oonoemns> \u
e Jet me say that we feel that tho staﬁf has. done an

ki\\
exeellent job in halan01ng lnterestﬁ in & multi\;nterest A
some of%%he stlphlatlons are)not

area, Our concern ys tham

ampllfled enough so that a- bldder w'll knOW‘what hxs,

[

exposure LS. And the penalty fof that will be a mielmum bld

B} Q
Ea

to the State or a re&uctm:n of the bld to the State.f

I n speaklng speciflvally of the stlpulatlon on oage

117 for the fundlng of tralnlng for the lnteragency oil
spill committee which appears to he'unllmlted funding; the}

stlpuJatlon in ll which calls for anothex strlke feam

@
with a four~houxr response that's funded; the ocean current
v

£

studles whlch.are funded; and then, of course, the sea otter‘

<
0

stlpulatlon whlch.are Iunded by the lessees. ‘ \ a1

N

I believe thaL potentmal blddefh will maxXimize in

thelr—mlnd the exposure, tney re g01ng to have under

stlpulatlons that are, in fact, blank—check Stlpuldthna.’

)

I thAnk,the State will suffer from’ the reduc*lon

~(

And we would recommend that those

QY
stxpulatLone that provxde for eypendlturee by lessees haye

in

\ ¢
cohjuhctiOn ‘-.let‘me‘gumg,to Recommendatlon 9.

©

We be%iever"

<
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. ‘that Recommendation 9 which le'to delegate to the Chalrnan .
J ’ g% kit
v ) 2 ,the\authorlty to lmprove lease language to oohform 'ta"the’
S o "{?d intht of t&e Commisgion as Being an authotlzatlon to "y
e m‘”40 contxnue to negotlato with the staff on those areas Mhere we
e @t / :5“‘\;3 . feel more appropriate cldrlflcatlon .'LS to the\ benefa.t to,_
e Oﬂ” 6 " botH the State and the lndustry. . ’ 5
& 2 g [:;1_) ‘A“& Q5 -
5 S
Y% n\< T " EXECUTIVE OI"‘*"ICLR DEDRICKM Let mé J.nterru}?t for
‘ . L gl a second- We recognize t.hemoonfu.,lon of that 1anguage and
e e Lo )
:ﬁ? . 9 - the Commmssmon has through page 25 Ta do they° No. 9 now!
I i e a .
g , " q0 | xreads "delegate to the Chairman the authorlty to take all
Y " 3
- N necessary actlon to effectuate the action-of the State‘
A i F o 3 . '
- . “ ‘ o 7 v o \\‘\
3 . , TRE Lands-commlssdon. et BT TR
- 13 " MR, GHYLIN: May I ask what that means? .
o W =P EXECUDTIVE OFFICER DEDRICK: Sure. FOr example;
g o) : . ‘ oo
ﬁﬁff e 15 putting”a dolléx value‘onwthatgoiL"spill stip. If the-~
& Y P 4 N B o
o . 16 Commmssxoner adopts that we have the figures, it's costed
“;‘ ! 17 l>ont. But there's no point: in puttlng.ifdip.until we're sﬁ%e
R o 18 what the CommLMSLon actually wants to\do: \
S i 19 f" 1ﬁo MR. GHYLIN~ well, we certafﬁly support an actmon
- - T 2
;.f‘u 20'| BY the CommL551on‘whlbh would delegate to the staff or
| - ’ 21; membexrs of the Commlssion the auﬁ?orlty‘tovampllfy the’
i o Q"b
. 22 stlpulatlons and*develop them as?ye go, becayse there are
23 usome areas —- clouded areas that still., haven™t been looked
R 24 | at. | , e e gt € '
' ;;5: 25 . ¢ - EXECUTIVE OFFICER DEDRICK:. If I may, in addition
O' B g‘ S > ) ? ¢ " &
- ‘ " 0 ’ : '{> @ e & J s
Ve PETERS SHORTHAND REPORTING CORPORATION e
’ X ! Ty <% 7100 COLLEGE TOWN DRIVE: SUITE 208 S
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@ ta that the.vanious, you know w——when “the stmpulatlofs ajr
h R
/ adopted,. those stlpulatlons Whlch(are adopted or othe1~

ne

PO &

’ Whiﬁh.the Lomm15310n<may wishtto adopt today, ‘there Wlll HaV¢;J

?) ! a
to “be changes in, the lease language to conéorm to thOSel‘ K

5 K\. (‘

stlpulatlons. And”lt\ls Lhat authorlty that we & gg%%d :pu

suggest be deleqated to the“Chalrman.v S ey K

5 R \ L e
N =] o o § it

‘A%’{ MR. GHYLIN: Wé support that recommenddtlong Let

‘ ‘ RN ° fa}
" ma” JUSh take a’ few m1nute= to talkoabout net proflts and,v 5 o)

< v W
o “
= »

then we.can, go on to other matterso . B

\ﬂwﬁs I thlnk the staff s dlscusslon hmglnnlng onupage e

. g N
31 of the btaff report on cur:ent statusvof related bld >

@ o

factorq is accurate. I b@lievektha“ they are what we feel
Bl }7 7

° ave the advantage§ of the bonuS»nlddmng sysﬁam over the o

&
W oy

crop sharing, or proflt ﬁhartng blddlng system { ) ;
v AT :
® I do have one\yroblem with that anslySLS, on w0 Y

116 page 24 the staff say that the prlme reason for net

g e 4

17 profit share lmaSLngyms to enable £he State no share ~n o

¢}

v}
B w i / ( ‘ D e B
»18 any later increases :in profits as a result"of~future 011
: ¢ - o
5‘\ o Lo .o Ny e
. 19 prices increasing at a faster rate than“future costs. e
“ ] . 5 Vi = /‘ L
@, 20 - N I'm nét:sure I fully understand tnat because under o
. | " e - , « ‘ v 2 » o st oy
' s 21 a sltdlng—scale royalty or & flxed royalty blddlnq system,
' ag i h vu o
paﬁu ) © 22 the valde of the*roydltl%§ also escalatesnw1th world prloe e
' ‘u i <y ‘ ) o °g G coe
¢ 3 o ) *‘o o CIE ©
} e . ¢ 0231 oil or whatever the‘price of OLl is. N : .,
Pa— o : = E ’ e o VIR
s o 24 ,  But more importantly, if that statement is twue;

s . D O” " ¥ . o v V. f ° ) ’ L . (S A “ X Q ¥ A
oo T 25 | and that 4s the prime-reason for ¢rop sharing or profit « !
o b \‘"G H o &‘JY:/,» . e o 3 s ‘ ) B 5 7,\.,
e e B
. oo “ PETERS SHORT HA!G" HEPORTINGr (‘ORPORATION ) R

.@ B = “ e " 7700 COLLEGE TOWN DRIVE, SUITE 209 ) i

= ) W ' .~ SAGRAMENTO, CALIFORNIA 95826 - o By,

g . " ‘ TELEPHONE (316) 383-3801 « 5 e o
“ B , 6 a e w 4

Y SN e . @




R T TN R
0@ ° RN S = . a n
i s “ e % Ml e
= 3 . 2 ;
B E ] o 4 : ;
! - ) 1. s
vy i [ . o 6
[ Jt 5 ) il o 0’0 .
* { i @ “ S © 1
& i .0 ~‘
o PO [ fi 0
p % Hio
) i R > @ ~
R zf e :
°  © i ) o -
i (v’ O o

v

|- © °
prLces.deﬁreasel@

ta faster rate than future’ OQtSJnthe

$tata W:Lll /)ose by select:mg “the proﬁit shari
R o
mgthod *hx\

? feel tha.t the — : Gy o7
Al o . @ .
\\ QHA 1RPE RSON CO

: You re assumkng that every o
r? a F"
’ \success Ful bidder w:.ll b:L

PO

ﬂhanﬁhg, then tHe opposxté)Ls gLso ttue,

T

i .
X \f ) o

St the maxg:mvfor the ,entire
g term “of | thebiease,kthoigh,
N o

to ‘fmake that: sta!cf ent. .7

o

a

AR
5 =
Mm
o
o g ©

4

MR. GEIYLIN,, I'm assum:.ng thc‘.t bldder would use tha-

8 ,
CHAIRPERSON CORY. Well, each blader would )haveo to

o o G
. take intO ﬁ"\ount Jthat hi’s. cost mJ.ght e*cceed 011 prlcesf
-and therefﬁre hedge hls,bla.

same evaiuatuon that tgay would for a bonus bnjdalng systemf.

(A./

And we 'a be leav;ngjthé{ on S

the t:lgle that t}ae&—»— you’d have )to a‘s‘&ume yourf downs de- “

6 r,a.sk when <‘yo\11\\ ma;xe the ‘bid and that wauld m:.n:uulze your /J,/\/ )
) downs:.d; rlsk and th;téfore enableu you to big only on net =

:p;‘ofits .

\ B
'I'ha‘t-‘s what -ty it :say'isw to me.

v Q &

v MOR GHYLIN: - I den't understand it as ‘Ele§ri§
as you do,(}]:gﬁut I don't' =~ T ‘do;n"-t_lgivec ‘t{)he, benefit . to faj.l

2
..b‘idd_\;érs Oof that a%élysis. ‘T ,thi'nk maﬁy /Iaiddeijs wbﬁl‘d
.re,f.l"ect);‘that if oil pﬁri}\:es v'fncrease more rap:.dly than Ac,ost,

the Sta.te benefits. ’Aﬂd if 011 *pr,n.ces decreade more

v

o rapldly than costs 1ncrease, the State loses during the llﬁe
) )
of the net profthar*angement.

a t R __;
. o :
I .
2,
0 [< IR

L 9

=
&

<
“ .
o,

5 'Be that as it may, we feel that the bonus bldd:mg

Lo 0
(9]

system thh slldn.ng scale roYalty offers some. very defmlte

o

i
o

_ a
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.. proven in the federal OCS studles.

s o v i , @ 145"

advantages tp the Statew One’ of the’malnxones‘be;ng that o

it takes mnst of the stk away‘ftom thé Staie, The State

&

w47 1-«\
. Qoes” cﬂnot then carry—1n<fact risk caﬁital as to whetggr or. .
v

nok Ehere will be an 011 development. S

'A

&

:@' 0 We also think that the~cash bonus blddihg system

prov;des lncentlves to rapldlj explcr and develop and

,othu;,systems do not And ‘we . thlnk that hlstomy ha¢ been D;

P o &
u P
7 o= it
3 o . . .‘\
\

"y L N e . - > © EJ ) )
‘And to answer Miss MOrgan{s queﬁflon anoutxwhat

23

happ&ns next year Lf you use thesbonus ‘this year, we would

|, argug that a cash honua'system would impel the 1ndustry £ON b

o . t/ )) o

devnlop 5o, that royalty lnoome'would be éomlﬁg to ‘the State- .
[N

muah quicker than it would be lf the“State had to walt.untllj

C’r:nll 1nvestment waafrecovered before lt sharsd in the profit.

eReay]

, T will just close by saylng WOGA, because of its

D O S o)

nature belng an a35001atlon, waa not ahle tosmake

4‘.1

Ce O

br

arguments on blddlng systemx bgfore the Commission- and-what

P

Iz

I am‘reflectlng LS what the.staff reflects in .its report

B4 o

asﬁbeing‘the comments$of Very 1nd1v1dual company that

the staffwtalked to,kuThankeyDu. T .

[ e

,CHAIRPERSON CORY. :iQ,uest;ans‘:? ,
Robert. Burt, 0 .
e iwhereupan a bﬁi@%ﬁiecess;WaS'takenv)
! CHATRPERSON CORY: . Okay. -

4

MR.!BURmu T 'm_Bob. Burt, Callfornla Manufacturers

B} X
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prove somethlng wnn‘t happen or prove somethlng because

‘ We can t prove neqatlves.

Q

1t can't mver be done.
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We can prove IQW'rlsk,but we can't prove negetlves.’
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