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OP, 00"  

ACTING CHAIRPRSON PELKOFER: Call the meeting 

the State 'Lands---aipmmissin to order.  

0 	0 ` 	
• 	, 

Do you, t ake rola. or ,)u-st ,-,acknewledge 	pea$encei 

6 	of those that are, here? 

O 

19 

8 

9 
7 00  

„ please interrupt"ine and 'till me 	tha
r,  we 're not, doing it 

0 	0  

..:7 	 , 
Staff , c)since I haVen ti) chaired this' Commision 

' 	(I  „ 	 '1 
0 	 , 	» 

fOr dome 	
, 

period _of time, if_ I violate yourqnorm prothaucre , 	 a - 

11n  4 , ,the right, way. „ 

5ple '11 begin; then with '11,e firstit417. 
,a7 

0  °MR. RIGHT': The Consent-Calendar:, 

ACTING_ <CHAIRPERSQN- PELKOFE: Those are Items „ 

1 through'19. Any of the' Commissioners have any `Concerns s\° 
's 

or want to raise any issues with that item? 

ASSISTA,‘ EXECUTIVE' QFFICER TREAJT:'i Mr. Chairiitan, 
„ 	„ 	 12 0, 

V 	
, 	0,. , 	 f ,,,,1 	_ 	_,---K 0 	0 	 (i 

I thinkc'we-1' shquld - -6int. out both to the ''audienaL an-d-----the- 
?) 	) 8  	r e 

19 
0, 
20 

22 

23 

24 
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 ,,; 	.4": 

	

:'' 	----= 
`1.,  

; so., the I,iit'sen', Patton, Farrar Buif-41.K-GMC would 'e..-  , taken: oirf 
. 	„ . 

	

-,, 	- 	. 

	

,
( 	• 	-, , )  

of.. that,. item And -  alsO staff recomMends that Items, ,.,2v anf- .. 
0 ' 6   

35 be deleted frOm '-61.1 . calendar.  

	

.. 	1\ 	. 

,S,'CTILNG CEAIRPETZS'ON PELICOFER: All right.' ;y4.-tp.)put. 

	

0 	i°) 
--,.. 

., 	
, 	

,,• 	
0 

objeCtion, those items:will be taken off the calendar,  

other Commissioners, that, I teni C19,' su 

and another party„ 'the'V've-,,;asked` to 'ha e that taken off 

, Linspn, Patton" 



0 	8, 

P 	, 

6  °As to the oter items in the ConSen C4lenda 

Item 19, any commelitsff not-Donithout gbiectien, =  
a'to'ms wiklje deeMed approved:,  '' 

t■dext itell.on the regular' calendar is 	-r.ell1"2'0, 

Shareholders tiquidating Ti.ust, approval of an 

6, 	alOndMent of commercial lepse'6.' 
0" 	, 	 ‘'- 

Commissioners, comment? 

	

= 	 . 	, 

	

00,, 	, 
An, 	( y qbestion on those temd? Staff, 

	

:-.- 
	 any comments? 

U , 	 . 	. 
,Anyone4n thaudience on IteM 20? = , 	 . 

	

0 	/, - z 
 4-  11e
'  ari ng,none=and without out objection;  

aPprOVed. 	
o  

, 

Item 21, the City of Santa Barbra, approval of ∎, 
'!.., 

13 	expenditure of reVenUOS in eXcdss of =-$2Q,0,(600.. 

I+, 	 0 	 n Any commetS frOm4Staff, CommistionerS; %he 
( 	LY, 

15 	audience?,  anyone= in the aUdienoe do Item 20 (sio). 
0 	 Q, 

0 
16 	, 	Hearing'lo objeotion Item 21 	'approved. 

 = 	 . 	.. 	., 
7 	(9 	Item 2,2), Mrs. pana katterson, am it's  an 

0 	 1 
authorization for a waiver of the,Stats=school land sale 

restriction.  

0 Any comment from staff, audience 

Hearing none; without objection, 

pmciSsioners? 

that item,i 

appr'oved. 

° Item 23, the City of Long Beach, approval of the 

eleventh modification of the Plan of Development and 

Operations and Budget. , 	 '3 

° PETERS SHORTHAND REPORTING CORPORATION 
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II 	
i--? 
	 .11 	 

0 

„ , u , 	
0 

, 	

1 

	

0  . 	 P 	-r. 	-ii 	 , 

	

, 	,,'/' 	Anything on that, staff,,Commissioners1,  - Anyone 
-.1 

/) in the aUdienc,,,eoM tezr, 23'i 

' -Q- 
 

0 

1 
O 

ry 

3?,,, . Q 	,,-, 	' Without objectiOn, apirOVed. 	. 

	

, 	,,, 
_ b 0,4, 	. 	Item 24',City of Long Beach, request  for action  ,    

, 	C 	
0, 

.- 	', 
o "bids for 	

P  
Sale of 	allodatiOn to  Tract 1,, tong d 

0 	, -,-, 	 , 	 t0 
6 q Beaqh. Unc2t. 	 , 	C, 

.' t'i,  
L 

7 	 1 
	" 

 0,Any comMent? Anyone -on that?. in-the audience? 

8 
9  

10 

12 
o 0„ 

13  

14 '  

,, (;015 

17 

18 

19 

20 

21 
0 

22 

23 

24 

25 

Without objection, Item 24 zs apprOVed. 

C) 

lye 

Item 25, the StatefLands Commission, re'j'ection 
o 

/ 
0 0 	 (3 

rof four bids for crE:lzythermal resources leases in 1,4e and 
{ I 

oMendocino Counties. 0  , 
''' 	 ~_ ` o 

Any comment from anyoneo-:t-hat item? Let'a 

see. 	. Hays, you wish to address the Commission? 

MR. HAYS: Yes, °I do. 

ACTING CHAIRPERSON PELKOFER: Have a seat please. 

MR- HAYS: vMy name is Randall Hays. I am ,he 
o 

City Attorney for the City of Redding,as well as General 

Counsel for MSR Public Pow:er Agency. 

MSR hagbeen the bidder on the parcel W 40013. 

You have before you a staff recommendaJtionthat 

this particular b'd be rejected at this time. We feel that 

staff, has focus6d onion one issue. T.t.„J feel that the -

bid isnon-compeLtive. We=; however, feel that there are  4,7 

0 

otherwissues that the Commission should focus on in this 

matter. Broadly stated, those are the objectives of the 

PETERSSHQRTHANDREPORTIWCORPORATION 
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0 

• 

4 
(.1  

0_ 	 Ir 
I4SR Public PowerflAgency and the leasehold charactefAstics. 

The MSR Public °Power Agency is 'a joint powers 

agency made up ofthe Modesto Irrigation,District, the 
o o 

City of Santa' Clara and the City of 1„edding rach of those 

'entities provide electricity- to its t  citizens and the 41/>-,3 
commercial developments in those,areas. The citizens 

involved amount to something in excess of 200,000 residents 
0 

involved. 
. 	 0  

The major objective of MSR is - not to develop  
0- 

lo 	steam itself, -but to produce electricity from the 
, 

00 

,,,,'"'-„ 	11 , geothermal'0resource. We have other pkojects in The')Geysers  
c-,-,--- 

''' - 012 	area. In, the MSR program there as no intermediate steam, 
0 	 , 

supplaer. We are involved in the exploration and develop- 

14 

15' 

mept of our own steam supply in order to develop the 

electrical energy. 

1f%- 	 Because MSR would develop its own power plant: 
J----, 

17 	-it 	 q is certainly likely t‘hac a facility would be brou4ht on 
----- 	 „ 

18 	lih \  earlier than one ,whjrch has a separate steam. supplier, ; 	 o . 
,-,_ 

19,- possibly in common parlance, a specUlator, 

20 	pow 1 plant owner. -The 1-4a itself represents a l_and a 
 

21 	hal I Percent royalty with,-="a 12 percent net profits oils 

22 	and we feel thatCobecause of the above -these particular 
G 

o . 	 23 	dollars would accrue to the °State several days earlier 
0 

24 	han they might otherwise accrue. 

15 	 By accepting' the bid =of MSR, the Commission 
C) 

9̀ PETERSSMORTHAND REPORTING CORPORATION 
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will be assisting this public power aency.in°c_meeting its
, 

objectives( of providing clean,'ecolomicil energy to the 
0 	 0 	 EZ' 

31 citizens of California,t the same time, we feel like 
o\\  

4 	our stated revenues will be generated,earlise. 

Now, with regard to leasehold characteristics, 

141 the past the. State4las awarded geothermal leaSes where 

onlY one bid has been received. I would refer you to 

State Parcel pRC611,14% Further, the extremely high 

percentage of net profits bid that the State has previously 
(') 

. 
received don't necessarily reflect the value- of the 

resource, Thegextremely high net profits bids of' the past 

may have. oc014- d for other reasons, Basically, there 0 
' 	,,, 

i might have:beLeen tax adltaittagea for the private investors 
-to be involved,and from a co orate structure they were 

11 

13 

14 

15 

16 

i7 
2 

18 

19 

20 

CI 

22 

23 

24 

25 

(i‘s, 
able to talk about the large,net profits on this particular 

situation while itr haa beneficial effect on the 

One of the important features that -we feel that 

you should cons_?,der is the location of this particular 

unit Of ground,a well as'2,its size. It is 3202;acrea in size, 
0 	 0 	 o 

0 
smaller than optimal to support a' conventional geothermal , 

30 

plant. =,,,, I is as well'several mile northwest ofo  the 

proven,prb -,t ion area . In other words,'Itis moved out 
, 

fro
- 
 the the area where land that does not geologically 

„,-  
possibly provide the same intormation that has been 

CT) 

0 
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tj) 

0 

(3 

develqped in' the main' developed area of The 
0 

o , 	 „ 

In July ,of a982 thIL U.S. Bureau 

O 

Geysers. 

of Land 

6 

Managepent offered,several geothermal leasesofor 
rte. 	

o 

c,. Ot4tive bidding. Two of t 1e parcels that 'were offered 
0 

by them,are immediately adjacent 
■ 

tp this Parcel W 40013. 
0 a;) 

size than this 

bonuses of 

Tt. ey axe as "well substantially ,lar4er in 

parcel— The successful bidders offered cash 

1 1 

$318 per acre for,Parcel 28 as it was called,,, in their bid 

which was 2548 acres,  and $1,002 for Parcel 27 which Was 

10 	1573 acres.,  Although the State does not bid in this - 6 

.(L 
method, it is possible to estimate an equivalentcssh value 

12 	using the net profits percentage. I'd like to give you 

13 	thosejf,igures,that MSR has developed. 
--„,_.,,,,/ 	 ■, c) 	 0  ,„_ 

MSR haS estimated that a' 12 

0 

$10,000 per acre to $16,000 per acre. This is substantially 

higher than the accepted Federal bids. 

a 
	 We would urge you hat based on the objeFtives 

of'MSR'and on the leasehold characteristics that the 
,\ 

Commission not follow the stafls recommendation but 

instead accept the 12 percent f net profits/Ad by MSR 

on Parel W 40013. 

Thank yoU., 

ACTING CHAIRPERSON PELKOFER: Comment by 

21 

22 

23 

14 

16 

percent nerodrits 

interest bid ranges cfrom an equivalent cash value of 

17 

i5 11 Commissioners? 
0 	c,h 

J) 
0 
	 Ff 

PETERS' SHORTHAND REPORTING CORPORATION 
3,435 AMERICAN RIVER DRIVE, SUITE A' 

SAORAMENTO, aLIFORNIA 95E25 

TELEPHONE (91E) 972.8894 
{:27 



herd him make, that point in h s presentat1dn. 

want to respond to 
0 

getting ahead of deVelopm;nt Nkhich is. what Mr. Hay 
O 

17 	pout. qte'se parcels are, in this case, some distan 
Lt 	- 

IS 	a proven r€11souce. We "uld,-,iike the opportur4ty 

19 	b'ew look at the 

20' 	should be going, 

g 
direct 	the 	 he the geotrmalo leasing c, 

As you -know, welve'jd received 

certainly no 'Urgency to go to lease on these parcel 

14<think the State should be„getting moreC-Out of th 

the recent bids have shown and -1 I gueas, dOes tha 

()- 

COMMFSIaNER MCCARTHY:4 I havie some"questid 
V-,1„ 	a 	„ • 	o 

ACTING CHAIRPERSON PEW)FER't mr. marthy(i 	,0 

(7) 	 cowqlssioNgRliloCARTHYLi' City AttOrney Hays 1, 	0 
(I the point= that therel,s precedent in the pOst and ,.in 

situations where there's only been)one bid 0r, I tn nkr/I 

makes 

ther 

'EXECUTIVE OFFICER DEDRIC: Yds. 

the seasons why we're repo= ending that we 
9 	 ' 
aolew look at our geoaermal leasing prO4r 	 Ye .,. 	 , ,-, ,_,,,,0  

11 	received in the past Very good bids. They ve ,.been jtgettng 
0 

12 	.-/ 
worse as time goes 'on and we think there are- two blsic 9 	 . 	,  Cy 

,  
13 	reasons for that. One ofthem is(i che problem°Of s 

 
14 	owner matching which:/;we've discussr which ia staff. / 

. e 

  

15. 	The other is that we feel that our'leasingprogrgi 

9 

10 

15, 1800 acres of 

The Geysers area. 

This 
, 

stop 

is 

pointed 
- o 

e _from. 

take 

Vrogram 

another 

in 

mace 

tor 	l; H 

• 
ou 

one of 

take 

3 

4 

-5 

6 

7 

8
) 

21 

22 

23 ,  

24 

2 
/1

5 
 

lands,  from the Federal Governmen 
0 

The bids,are bad enough, but-th 

E 0 7 

0 

0 
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they're referring to was 

0 

7  

8 

9 

ID' 

11 

'4 

6 

0 0  
• 

	

c . i 	0 	 ,,4 	0 

0. 

0 

„ 	 oc' 	 0 	
r 	,, ,  ,-,-, :  

answer your question, Governor? 

COMMISSIONER McCARTHY: Have we rejected other,  
. 

bids, geothermal leases, where there was oily one bid? 

EXECUTIVE OFFICER IEDRICK' Is. Moose there? 

MR. HIGHT: I don't believe we've rejected any 

in the past. 

' EXECUTIVEOFFIqR DEDRICK: Mr. Thompson and 

O 

Mr. EVeritts are the experts on this. 

MR. THOMPSON I think in essence the Iji0 that 

there was only one single°bidder 

Was I think the last one'that was awarded and this will 
, 	. 

12 give -ydd an indication of where the bidding was going. cs c7't 

	

 

13 	 i 
( ) 

The main Problem you see in this map up here s, 

	

 i"
14 	

we are getting quite a ways from the de eloloment, and, 
0 	.,5 

	

15 	thereford net profit bids really lose their true impact. 

	

16 	 COMMISSIONER McCARTHY: Are you addregsing,my 

	

17 	firgt point? I have a couple of ,questions regarding the 
o  	0 --° 

	

18 	1;evel of the bids. The first point I want to Make is that -., 	 - 	__?› 

	

19 	we went forward with a process calling for bids. One (1 

20 ,,i,laid was made and I appreciate the fact that that bid is' 0 	 ,  

	

21 	outrageous. Mr. Hays makes an argument in
t 
 the laTter part 

	

'22 	of his presentation that they'rp coMpetitive do.1.1-ar,s---- But 

, 
orf then first point V rd addressing the procesS itself. Have 

24 	weup'to this point accepted a single `bid, a4,5, the answer 
0 	 0 

2S 'to' that is yes? 

0 

PETERS SHORTHAND REPORTING,,DORPORAT1ON 0 
3435 AMERICAN RIVER DRIVE/ UITE A 

SACRAMENTO, CALIFORNIA 05825 

TELEPHpNE (TM 972.8894 

23 

0 

15 



 

U  

getting through and -- 

9 0 
0 

MR. THOMPSON: One instance. 

MR. EVERITTS: One instance and that was the last 
O 

0 

4 

"5 it 

3 sale we,'-had. 
o 	 0 

COMMISSIONER McCARTHY: So there has only been 

one other time where this occurred? 0 

6 
	 MR. EVERITTS: Yes. 

EXECUTIVE OFFICER DEDRICK: Mr. McCarthy, at that 
0 

meeting at which that occurred, the Commission expressed 

real dissatisfaction with the way the procesS was going. 

That was about a year ago if my memory serves 

, MR. EVERITTS: ',It was -- 	 Ij 

12 
	 MR. THOMPSON: The concern was that lots of times 

ii  

13(7there was only going'to be one bid because the person who 

14 
	had the right of first refusal on the landowner's side was 

25. 

more or less in the driver's seat. 

COMMISSIONER McCARTHY: Why did we go forward" 

With the procesS again? 

q4R. EVERITTS: Therocess and progress and 

we hoped maybe we were wrong and they'd comeJoack to, we114, 

we thdught more competitive bidding. 

MR. THOMPSON: There's another issue )here. In 

effect you're tying up lands for a long period of „time. 

For eXample,„MSR has had another parcel here for two and 

"a half years and has not drilled on it. We,are just now 

PETERS SHORTHAND REPORTING CORPORATION 
3435 AMERICAN RIVER CIRIVE, SUITE A 

SACRAMENTO, CALIFORNIA 95825 
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a 

'1
0 

0 	 COMMISSIONER McCARTHY: 

2 ((,,,this point? 

How is that related to 
0 

1 

3 

we e—d g in the overall plan. -IL-  L. 	, MR. THOMPSON: // ou ,raited'the'point of what we 

C 

COMMISSIONER McCARTHY: The fact that MSR has 
0 	0 

an 
I
ther PieceOf land that they haven't drilled on for 

twa4 dnd'a"half years. That may' be related. I'dont see 

itiMmediately, Tell me how its related to this issue 
0 	a 	 ft a 

of this -- 

to 

5 

6 

7 

8  

9 

	

10 	 MR. THOMPSON: It relates to the overall problem 

	

11 	thatVe have gotten ourselves into a situation of getting L  
0 0  

	

12 	too fast on our leasin g and going too far put, 
0 	 a 

	

13 	 MR. EVERITTS: I think the point, part of the 

	

14 	point is, here is'an area generally that's °the productive 

	

15 	area in The Geysers a4ea. This is Where the electricity is 

	

16 	being generated.- Here is a series\of leases that we've 
,- 

	

`'17 	issued which really nothing's been done on. We think at 

is -= this point they're probably inadequately explored. Now, 
0 	 , 	 _ 

	

19 	we came out to another area really frontiei' land and we 
c,  

0 

	

20 	think we got ahead of ourselves in our leasing program 

21 	because we don't know what's going to lie b,e,tWeen,  here and 
a , 	"\-\\ 	, 

	

22 	there and we ought to 'ind out what we've got here which 

411r- . 	 23 	very well mayainCreasehe value of' this. We 'incidentally. 
 _  

	

24 	don't agree with the number we just heard from MSR as to 

	

25 	the Comparative value of the bids. 

0 

0 
a 

a 
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It may not be good. 

Hays, do you-want 
 

lands. His 'correlation may be good-, 
sCOMMISSIONER McGARTHY:, 'mr. 

0 
0 

COMMISSIONER McCARTHY: 
C) 

Okay. So maybe ii  youqe having seCond,thoughts 

abbut even having gone forward on the process. --,, 

MR. THOMPSON: We definitely are, yes. Yes we 

CC  

MR. EVERITTS: Yes. 

COMMISSIONER McCARTHY:'-- of lea 	of land here. 

Okay. Why don't we address the secdnd point now 
0 

and if there's a lttle, interchange he between your 

staff, lis:'Dedrick, and Mr. Eays on his calculation of, the 
c) 

return to Pile State froM these leases. 

MR. THOMPSON: Well, again,, we have to qualify, 

all these as being a= strict guessing' game. You're trying 

to guess, at what the land is worth when you 	a 
Si 

ways away from any drillingactivitythat tells you whether 

there's a resource there or not. 

COMMISSIQNER McC'RTHY: o You're saying that Mr. 

Hays' factoring is too speodlative? 

MR. TOMPSO 	)iels trying tai translate a bonus 

bid on rederalolandS into a net prbfits concept on State 

to add anything to that point? 

MR. HAYS: If you want technical d a on that, 

0 
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That's another4ssue in 



"17-'74   MP.r" 

O 

I would haveil Mr. Jimazlawaddress youewhb is an engineer 

with S4I Engineers. CI 

The calculations that were donq we based upon 
0 	 , 

the Federal bids that Were on parels iMMediate/y adjacent 
(r   

f-_.  

5 	to this iliepe of ground, were not off in ,anatt=i.  countryside 

6 	making the calculations, So maybe Mr, WazlaW,could,address' . 

0 
COMMISSIONER MoCARTHY1 Has there been any 

conversation betWeen you and -- 'rifsorry,' Mr. WaziaW?— 

M12, WAZLAW: Wazlaw. 
, 0 

COMMISSIONER McCAP,THY --and our staff,,,on the 

Commission Prior to your calculations and your assessment? 
a 

COMMISSIONER McCAPTHY: So there's just basic 
al 

disagreement on how those dollar numbers were reached? 

MR. WAZLAW: I might be able to'add a little to 

that. Wevemet with the Lands Commission -- 
q
„ 

COMMISSIONER 'MoCARTAY: Why don ut you use a 

	

19 	microphone? 

	

20 	 MR. WAZLAW: We've met with the Lands Commission 
_ 	. 	, 

	

21 	staff on Z  
Feveral - ocbaSions in the last few months and weve 

	

,:: 	 • 	le 	

, 

	

-22 	shown. themthe type of analysis we did. As Mr. Thompson 
".7. 

2a- -said, tey'i -basod on many assumptions- and the assumptions 
,....._ 	 0 	, ,::;, 

	

24 	can vary quite a bit. But, as Randy Hays mentioned, 

depending on thfi assumptionS we usei we. get an equivalent 

0 
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o G 

0 

cash bonus 

in a moment; it is and 

„00  
=and 't,c5an comment orCthe equivaley 61 it 

it 	 of <.l0 t(816 dollar 

an,cacre. 

, 12 

13 

14 

15 

16 

17  

.,/ 
,Thec:,,.Lands CommiSaion Ruff did not necessarily 

o 	 . 	 c) 	 , 	i: 
„ 

agreethat .t was 10 to 14,000 dollars an acre, althOugh 
,_) 	S 
	

,,, 	n ,, 	a 	,,(,)'  
rough calculations that they did, it get up „into 

,  
0 

the several—thOusands'of gollars an acre, 3 to 4ig00 dollars 

an= acre. Now, if ydu,dompare that,toothe Federal bidsL 

even, it's still an Order of magnitude higher than the 

TO 	recently' bid or Aminoil matche&the Federal parcel just 
0 	 •'6 

• 

to the southwest of the parcel inAuestion. That ,went for 

Tmmediately to the north, Unit-Jr] Oil \T 

successfully bid to the Federal Government $1,002 an aOre. 
, 

So whether it's 10'to 16,as we might propose, oroeven 
, 

the 3,,to 4 that the Lands Commission staff proposed, it's 

substantially highe than the,Federal bids. 
k4 '\  

MR. THOMPSON: If there were to\be a well &rifled 

on the property line between these two proerties and 
° 

it produced steam at a commercial rate, then 'both propc„erties 
0 

wouldbewoorthmorethanthenet Laofits bid or the bonus 

qt,A:urned out to be a hole withno,temperatlire 

no steam-, then both bids would bp too high, This is 

o 

-with "4:3m0 

"$318 an. acre. 

/j 	19 

20 

21 	bid 

22 19  and 

23 spectrum you have here of 180 degrepS.  =Apart. 

ASSISTANT EXECUTIVE OFFIC4R TRput; 
„ 
I think, 

25 	Governor, you may recall that the State has felt or at 

r 

0 	 \ 
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, 	 n.Q 	 0 	II 

least the-
''
staff of the

'

1

1 

 

-Co
p 
 mmisai

, 
 on0ha Celt` ,, that he ,,,  	, 	 , 	 , 

 

 0, 
Federal ldasing system iShot a very effect4Ve system, 

,;I) ' 	..,6 	
0 	, 

° 	
, 

It tends to give the resource away. Therefore, comparisons 

With,the Federal ,system tendvtO'always look 'good because 
0 
they tend to give thorresource away s„ w  

COMMISSIONER McCARTfth Their Process Oh' 
0 	 „ , 

geotherMal 'leasing is similar t the process on ofrShord , 

oil drilling? , , 
	r, 

' 	0 „ 	0-,,, 0 
ASSTSTANTEXECUTIVE0OFFICER TROUT.' Yes '4.,, ,The0 	c  . 	0 

 

'0 	
„ 

„ c 

I) 

, 	 oe 

Geothermal Leasing Act, or Geothermal Steam Act it patterned 
o 	 0 

very ,much aftek the MineKal Lease Act ,0 and they itend 
110:: 

give; it away.  .„2,,)' 
o 

MR. THOMPSON: Conversely, if you want to go to 
. 	. 4 net profits tYPebidding You have to-have,enouan inrorma- 

_Y tion se th t one can really evaluate the resource. -Right ' 

now this tE_ibtly speculative. 	
o 

COMMISSIONER-, McCARTHY: , Do you want tO„ respond ' 

	

:9- ' 	, 	0 	. 0 „1,:o 
to that?-   

'' mR,..„v14ziAw: Os. The Federal Government ;does  ,,..„ 
(-) 

Il m,not going to defend the policies of,the Federal 
(;-, 	 0  

by 
	 '' 	 0  . 	, , 	I,- ,, 

ernment ,' but occasionally the -0,Fdderalo Government does ' 	cn 	 , 
-------J,  

receive very, litqh, bids; and oCOaSionally they rPj-pot a-  w.a. 
,, 	, 	\\  _ 	,  
I mo trying toP,think. Several Miles east there was 0a bid,' 

  II ■ 	 . 	 f) 0 	0 
U near , $10 '040 an acre to the „Federal Government e' aease 

It: was 	t 	• of one of the 'major, de4eioper vs" 

• /7 ,-/- 
' PETERS SHORTHAND REPORTNOcCORPORATION , , 

0 	, 	',3435 AM ErtdAN RIVER DfilVESUIT8 A 	 0 	C' 
d \ 

SACAKMENTOi CALIFOIRNIA ,'825- 
0 	,) 	0  

0 

,• 

- 	 II 



i'cl 	 0 

properties, and-they didn't Want anybody else tci'''have it, I 
, 	 . 

resume. It,must,be,good, so they-  bid high, c,, So they do' 
. 	 0c 	 il 

0  

	

vet high4 bids at proVen propert 	
0ies. ' 

COMMISSIONER MCCARTHYjust have an impreasion6 

that the ova mall of tha„Fedi:Aral leasing bids they 

don't drive too hard a bargain. 

MR. WAZTAW: That's'4uite possible.. 

MR. THOMPSON: They haveso much acreage that they 

can afford to make money on the bonus bidding in,drY 

non-productive properties. 
A 

MR. HAYS: If I might, I would like'toomake a, 
q 	 o 

,r;f.,',)  
response to the statement(that W'ts made with regard to the 

non-drilling= of a parcel owned by `MSR. The Parcel itself , 
0,  

is a' little parc4 Containing' 40 acres. We have to2' , 	_ 
9 	 : 	 , Q 

negotiate access through proporty owned by Aminoil. I would.  
0,,  O 

that south of that 

" 18 

19 

o, 20 

21 c 

22 

23 
<, 

o 24 

25  
11) 

like to point out to the Commission 
• 	) 

down on,prOPerty I think. that is probably behind a chair, 
- 	0 

MSR has property commonly called the. Abril property and we 

have successfully hid Onosome F,edpral leases in that area, 

and to date we've spentin excess'ok $10 million on the 
. 

drillin program. So.I don't, think that we can be c') 
, 	4 
a characterized s not dealing with the lease -- 

. 	= 

COMMISSIONER McCARTHY: That's the point I was 

going tb ,get to was I don't remember which one of our staff 

made the 6int 'but I got the impression that'there was 

0 
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0 That 

to convey? 

MR. THOMPSON Tn., other• words, that lease 

n about anther six 'months. Also-in the same 

cOmz$ IoNER MICA .Try: How uld you characterize 

what- ao aorl  they've taken , on the lease so far, what 

MSR has taken? HQW diligently have they pursued? 
• 

MR. TH04SON: : Do you have any response fora that? 

EXECUTIVE OM* DERRICK: Al. ° 

MR. EVERITTS: Tp my knowled4e they haven/ 

„f,  MR, WILLARD: They ,haven't puraUed anything. 
d 	 ,, m 	2( 

COMMISSIONER McCARXWA!": Well, I just .a.,er 2  
, 	

0 	' 
, 

witnee  ss from MSR:;say they tve spent $1Z million. '-eerhaps 
0 

We Should get a little cleare2:: 
, 	c 

MR. THOMPSON:'' He 9,eant on other parcels 0-  
•, 

c..--- 	 ,.. 

MR: HATS : Witti'z,gagardto the-10 -a ire parcel, 

MSR has not done anything °other than to try to get accesS
> 

,1 	 0 

the ground since- it is zUrrOunded by AminoiI) 
.}./ 

it rather difficult to do. 	0 

0 

O 
COMMISSIONER MCCARTHY; Is that a k0.±.-, response? 

MR, THOMPSON: 
, 

were issued in between this 

drilling, On those. 

a.,s0 a bunclI.of leases 

deal. There ha's been no- G.c." 
0 We have this problem of prospectinm 

In 1980 

0 
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10 

11 0 

12 

7 
0 

permits of these leases be:ng tied,up for a three-year 

/1*,111, After three years they must then relinquish. 

3 i  li've ot.'some prOeiFties cominguP here that are probably 

4 gt\ing to LI V to be relinquished because of this lacW6f 

'- 	
ff 

5 	,drilling. 	o 	 -:, 

 

commissIoNF McCARTHY: 1 think the issue has 

been raised that M8R has'llbt been diligent on this other. 

Initia 

6 

7 

8 	piece of lea rd gri-4pn 

9 
	surithin de cl=by--Arctinoil 

cL". Your response to that ks• it's 
• 	• 
and, therefore, you'' ave some 

MR. HAYS: That 	-. 1  5 orrect. 
) 	6(6 

COMMISSIO,ER McCARTFIY: Have you been .reu %sed 

difficulty/(jetting access \o it? 
a 

0 

13 

14 
„ 

16- 

7 

18 

o 19  

20 

21 , 
 

22 

23 

24 

Cl 

0 

access.to it by Aminoil? 

HAYS; -k Yes, - haver as as well'as by the 

landowner. 
LI 

, 	. 
MR\ EVERITTS: The landowner of the 40-acre 

)1 
 

parcel will notaiiCw6(÷hem' to. use •the8,surface,. 'We have r  = 	. - 
to 

ti 

cess 

tha bi 

bidding 

access, 

a 

COMMISSIONER McCWaY); What does the bidding 

meani them? What rights do they have having won. 

I'm missing something here. If we haye a&  

process and they win and then they re refused 

what dowe;lo about thatie 

mR. 41DIEIT: The bidding process 	my problem" 

25 is I don't know exactly whatphappens. The bidding prOcess,  

PETERS SHORTHAND REPOTTING CpRkfRATION 
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16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

0 0 
Ii 

9 

8 „ 

requires acceSs. T 	- Ofiimission'os power and authority in,  
. 	, -,_ 

., 	C' 
	n 

' ,I 
 

that area gives the successful bidder the access. I don't 

know wh4 the exact problem is here. I' 11 hive to 
, 0 	‘ 

cv 

, 
investigate that.,  

0 COMMISSIONER McCARTE 	Mr. Hays, have you 

advised the Commission in timely fashion 	 a c you did nogain,, .._- o 	U 
	 „ 	' 

access?  
/ 

MR. HAYS The Commission staff has'14en aware of 

that from rather early on,'yes.,, 	 .4 m 	
i 

I think the' statement that was made is, misleading. 

COMMISSIONER McCARTHY:-  The only reason I'm 

pursuing this pointis I take it it was raised in the 
, 

context of MSR's past performance in not,°ailigentlyti  

pursuing another winning `bid that they had. rr 

MR. THOMPSON: No. MSR is a pattern of the 
\\ 

other ones we have in the same area. In other wordS, 

there isn't drilling going on because it's fat enough away 

from the development that no one is going to drill where 
0 	c2  
for a while. 

COMMISSIONER McCARTHY: That's not the testimony 
0 

we just heard. We were told there wasn't activity there 
r. 

because they can't gain access to the pr6perty. 

MR. THOMPSON: MSR is one of a series of parcels 

in here that were done the last time bids were awarded that, 
0 

were having trouble with also. 

11 

Il 
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, 	(2,,,, 	, 	„z, a 	, 
 , 

, 	
0 	„, 

-(c\.,), 
)) 

BXECUIVB OFFIGEA DEDRICK: Its two eneral <2  

Points. I think the p6int yoWre to make is why in the 

world would we lease something, would anybOdy oven pick 
, 

up a lease if they didn't 
,
have surface ac7s. I'm not: 

0 	0  
certain Iocan,s answer that'question, but we m,i4ht be able to.  „ 

	

, 	G 	 0 .--,e) 
 

`Bob --  

, 	
0 	

. 7 ti  - 	COMMISSIONER M3CARTHX,4 liet'me just tell you .-E4, 
. 	

, 

basis of why I'm even bOtheringto ask all these questions 
, 

becauSe no011y I go, along with c'. 41taf recommendation 

6 
4 
7‘` 

9 

14, 

C7 15 

16 
6 

17 

'18 

19 

20 

21 

22 

0 23 

.241 

c', = 	,,'"  
10 	in something l=ike this. 	

, 

11( 	 .., 
r. 0 0   

I 
‘:
am conconed with the bidding process in any 

Stateoagen7. I recently 1,_;%Ote a -letter to General Services 
12c,  

,..-1,7(\ 
 

) 	Department about their full bidding process invitinTpeople 13  
into spend money in the Lidding probess and 6en thAwing 1 

,0, 
/ 	

?, 	6 
& 	, 	 0 

out a low bidd r. This is a little different case. _There' 
" 

	

, onlym
,
one bidder here. But. I take it that 	permitted under 

ttlalig to Under' tand what they are here and s6 far I'm 

not convinced, franklwhy Ike should "put this public, 

utility oroa,private utility, -anybody, put them through the(,- 

0 
We made the conscious judgment that they could bid. Now 

they come,in with a bid and I appreciate there can be 

certainly grounds on which we would reject that bid: 

,-, 
the law and that was known generally and we =aid not attempt 

0 	 ,,,,, 	, 

to change State law and did not attempt,  to stop this_process. 

25 	bidding process, 
e cost thaeentails. If we're going to t 

o 

II 

- 
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20 
r. 

0 	, 
I reject them, we have to have pretty ,solid policy grounds 0 	' 

O 

12 

' 

14 

0  

1,1  

• 	2 	Maybe I'm just not grasping Cdt yep'. 
.. 

$ 	 EXECUTIVE OFFICER DEDRICK: Governor Ichhink 
0 	 , 	'z-,  

4 	that an iMpOrtant point is tha..0. the coMmi§dSion retains 
w 

(1 
6 

7 

5 	discretiOn to reject bids The, bidders are awar,vof tfiat 

At the tim they enter ,the bidding process, The 	II 
C 

has, rejected bids, in otheroPlaces,. Whether :4ommission, 

we've rejected them recently on geothermal or not, you have 
C) 

9 
	

that discretion. 
	 r;„ 

0 

0 

10 ,  COMMISSIONER,McCARTHY: I understand we have the 0 

to make 1,s that ',have discretion and the Kint I'm trying 

p 

16 

17 

18 

19 )  

21 

23 

24 

seen the discretiob not used well at theGeneral Services-, 

Department ̀in past years and,I am:just trying to see, Z'm . q„,  
, 

trying to see if I think when we invite people'to make 
0 

bids, we better have solid policy ,grounds, „ll-founded, 

to reject,the bid. We knew that there might be only
„ 
 one 

bid under thy; 	, We invited the 	Nowr -I'm just 

trying td-L-derstand what are our policy reasons for 

rejecting this single bid. ,I.T.Jve heard the testimony: 

not sure Iounderstand. 

EXECUTIVE OFFICER DEDRICK: 	 primary 

reason that staff is recommending this,whole package be 

0 

, 	0 
re ,,,,,,---- ------,--__ jested is that we really feel, and I think the testimony „   

0 , 	 „ 	 ■D 

v today supports that, that chit leasing program has gotten , 	o 

25 	too far ahead of proven reserves and, therel:ore, the bid4 

6 
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02 

ebOut half of the 

up there,. We can-. 

II 

1 	are getting very low. 

Point to the developer) area, 1, downhere' 

working 	
0 

3 	and the area where MSR iss-orking on'a plant behind' 

4 	chair, there are plants in that areas  there are wells°  

5 	producing. Now, we're talking' about leasing in'an area 
ll 

6 	where there are no proven Wells and we're getting very,poor 

7 	bids as a result of that. You are probably unaware that 

the Extractive Div'ision' waa,georganized laat year. Moose., 
I, 	 , _ 

Thompson became Chief and Mr. Everitts Deity Chief, 
o 

10 	One of the reSulta of that reorganization has been_taking 

a lot closer hook at various things., particularly the

geothermal'program. As a result of'the discussions before 

the Commission about a year ago, 1 made that a priority 

for Mr. Thompson and. Mr. Everitts to take a hard look at 
- 

the geothermal situation and see what we should be doing,  

about it' at the State .Lands Commission. This r:ption of 

these bids is an outgrowth or is a result of that 

18 	reevaluation of our whole program. The-geothermal leasing 

Program had kind' of just grown like topsy and it wasn't 

  CI 

really being looked at vary carefully. 0 C9 
In terms of the revenue to'the State, 1 think 

, 	 , . 	 _ 	. 	 'I *, 0-0-houl look at geothermal as a long-term resource. -„, 

W(=&are about hiclfowner, we own just 
7.7' Ns'"--   
productiVe or Possibly productive land 

afford to be cautious in. going forward on leasing. 1 think 

a 
6 

qn••■•■•••■••.1.0.6.-0. 
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„ 8 	with very little activity on a variety of ,parcels, not juSt 

	

9 	the one MSR has because'there is the financial impetus 

9 

C .122. 
O 

0 
that as ,a matter of Stateppolicy, obViously,'you people 

C 

that authority and responsibility. Butl think what we 

have 

3 would recommend is we're looking dawn the road at that 

4 	resource'. Ouripeople feel' that it will beCom6 more valuable 

5 ' as time, goes on even if,  the' 
, 
surface owner legal problem 

6 	isn't solved. But at,,theomoment, it's pretty obvicps ,c  
that we're getting low bidst,  tying up lands for 'three years 

0 	
8 

right now for development in that portion of the,field. 
C 	

✓ 	 C 	C 

	

0 	0 	 C 

I) 	 That'scthe reason for our recommendation, our 
, 	0  

12 I basic reason for ,recommendinT'you reject all these bids. 
Qi 	 \'. 

13 	 ACTING CHAIRPtRSON PEKLOFER: 41r. Fran het .r,. 
.-, 

14 	 CON 	FRANCHET'II: I have some uestions - 	 ,. 
0 

15 	to ask, of Mr. Hay 	u s. 'Yo'e the City ,Attorney of Redding; 

16 I is that correct? 

MR. HAYS: That's correct. 

COMMISSIONER FRANaTIE°TTI: And Redding is a member 

PubliC Power. Does that supply power to Redding? 
--v,  

. HAYS,: That is the intent of that -agency. 

COAMISSrONER FRANCHETTI: A. 9nicipal utility? 
-"'" 

, 	
0 

AR. HAYS: Yes. As a matter of fact`, WRojust„ 

21 	purchased a 28 percent interestin coal-fired , unit in 

24 	Arizona and is presently ,  deVelopingrhe transmission grid 
• 	, 	• 

25, 	for that power. 

c 



z.,,,,,-
4 	

0,   
' s 	 . la:■■■■■■ ,,,. . 	 1 	.--N 

e000MMISSIONER FRANCHTTI: What'Portion 	well*  
ti 

4F 	
Z 	let pe start:this way. How sage, or can you t41,l'uSVould 

	

• 3 	MSR be looking to develoi? this parcel. that you'v submitted 0 
o  

,, MR--HAYS: I franlay don "t have any hardinforMa- 
0 	0 	00 

tibh on' that at all. The CoMMistion has not,'at.this, 

point, because of the unknown situation with regard 0 this 

big assigned any staff: to develop; a development program 

0 	 at all for this particular piece of ground.' 

, 0 

„this bid on?,  
"6' 

	

10 
	 COMMISSIONER FRANCHETTI: So is it fair to k7 

	

11 
	that MSR has no idea if this, is going to generate any 

	

12 
	power ate all? 

	

18 
	 MR. HAYS: I think that statement could be made 

_14 

	

15 

	
with regard to any land in that area because you drill a 

hole' and, you hope you find steam. 0So to say that you're 
, 	 - 	 0 

sure that a parcel 'is going to develop power is difficult 16 

	

17 
	to do. 

	

18 
	 COMMISSIONER FRANCHETTI: On what share of the 

19 MSR power, generating source , you might say, would this 

type%of parcel be? How much Would ZYSR:be relying upon 20 

' 21 
	electricity qenerated from this source in comparison to 

	

22 	other sources such as 
the,  coal source or- nuclear_or what 

	

23 
	ever you happen to have? 

	

24 	 MR. HAYS,: Nuclear we lost on. We tried that. 

	

 

25 	Right now the resource for'the members of MSR consist Of 

0 
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° 

,, , 	_ 	0 
PGc.i.t Westenn Area Power Adminittration and RetchlietchyT,, 

clf 	 k 	 „ 

it I remember correctly. The goall of those groups is to°  
 

,,  

0 
	)1 	k 

develop to th extentpoSS 010 independence 'from other i'\; 0 

suppliers of energy. So the number is _c 	That g
1
oes 

up ,based upon the availability of resources. 

COMMISSIONER FRANCHETTI:, Is there an oveal.l', 

plan to have 50 percent 'this and 10 percent this type 

thing'? Are you aware,of that? 

MR. RAYS: The general manager 0004 be a bette 

person to answer that question. I don't have a figure 

for you I'm sorry.. Mr, WazlawAlay haVe some information. 

MR. WAZI,AW: V4 like to, add that at least` two 

members of MSR belong to another municipalpower agency, 

the Northern California Power Agency.. Recon'tly the 

NOrthern California Power Agency brought on line a 110 

megawatt geotherMal power plant in The Geysers whiCh is the 

first non-Pd&E plant. So the members of MSR are quite 

serious about producing electricity with geothermal, 

power 

As was mentioned briefly a few minutes ago, 

MSR is diligently pursuing development -of a 1500-acre'% 

parcel several miles southof the parcel in .clud8t±On. here. 

Within a peiiod pf lets :thaltWo years it sunk in excess 
____, 

,23 
	, 

, 	II 	0 

of - $10 million into the property to develoP,it,finally 

PETERS SHORTHAND REPORTING CORPORATION 
3435 AMERICAN RIVER mova, sun A 

SACRAMENTO, CALIFORNIA 05825 

TELEPHONE (0l) 972.8554' 
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25 	 e/' 
with some success. That too was a step-out area

Nt 
 So th 
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' 2$9  

6. 

o  

, 

Cr 

	

to devTlop+, 	,- 

is some seriousness on
° 
 the

Q 
part 0,f the members of MSR .'

k 
 ,. 

'-''''  

h 	 ,  

. 

	

1 	

' 

0 	 0 
	 ° 

	r 

, 

"COMMIS'sIONER. FRANCHETTI:', Nov, if these ,leases 
(i) 

were to be issued and no -- perhaPs this is a,gudstion, 
0 	st,-, 	

s. Cs)  

to ask of Claire -- and no action were taken, how long 
o 0 

	

would the rights bethat MSR and Am 	 d' inoil would' have 

EXECUTIVE OFFI6R DE' RICK: Two years. or three: 
a, f,,- 	't  

MR . TIIOMPSON :--" 0 Three cryears .`) , 	, 	 P , 0 
• 

	

0 	
ws 	0 0 	

0 	 , 	 ' "r- 	o .Q. 	 0 	 0- 
11 

' 	 COMMISSIONER FRANdIETTI:" Three years. 	1-1(i ,i..  

0 	0 
nothin were to happen during that perlod bf time -- g 	 im 

' 	
.,  

 , 

3 t Z1 	
MR. THOMPSON: And there'S very little cash flop 

to the State'an that meantime,, 	 0 

COMMISSIONER FRANCHETTI: What sort of actIon 

would they have to take to comp:1,y with the le. fse'to keep 
- >- 

the lease" gbing? 

MR. TITOMPSON: They would have" tb prepare an , 	. 0 
And diali some 	 ff„ , 

(Is 
7 	COMMISSIONER FRANCHETTI: Do you think, Mr. 'IHays, 

D 	0 
that MSR is going to do that in thiwthree-year periqd of 

	

l'\ 	A 	 0 
0  

, 

	

. time or is'this sort of spebulativeZ 	''- ''I ' . 	Q - 	0 , 	 , 
Q 	. 	

-,., c) 	 , 

4, AMR. HAYS: I don't thint: WS a Speculative 
0 	 L. 	u 0  . 0  

venture at all. I think MSR-is serious ab6ut its brogram' 

23 , I think what "'We, boil down to here todav"it seehiSgo men, 0   

24 	is somewhat of thl-e.rChicken.and an -egg argtment. We're 

25 	talking, about the,price going up when yen, know ibre„,about ,i 
,..0',' 	0 	 ,,,, 	, 	, 	, 	

. 	, 	 ---) 

' 
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2 • 

way°  to find 4xt aboUt e' resource 

"prOe4ly find. tr4e1xTs'r astir. 

drq-M;(i 4.1-  what 4.':  dOnLered to 'be 

is somewhat removed from the main- 

4ziaW looili)ted out,  
0 0  

a ?,st
r,
p=4Out ,area f' I 

acing geolOgiSts. 

,anyone here from 

7 Aminoii.  
x . 

	

fault, lines_ and 	ourselves eduo 
4.1, 

-NE CONF74§;oR FRANCHETTI: Is 
„ /10 

NO one' s:; here from PiminOil • 
4 „0„, 

f? 	 'EXECLITIVEOFICER"'DEDRIC1(: I d'Ori'„t 
0„ 

9 COMMISSIONER FRANCHETTI:-., 	s all have: 
( „ 	

. 

tlier ,cfol.,tion • 
4 P past perience 

c 

CJ 

"COMMISSIONR McCARTRY: 00 
, U 	 (' . . 	, 

,, 	 ,,,,, 	
, 	 -, „ 

How dijthese percentages compare "to y 
0 	, 

=-Qr) ,geottierma p 	<1,'),(2 	,'' 
c' 

MR. HIGHT: Extremely low. 

COMMISSIONER-14oCART4Y: Q't 

/ / 

any numbers for k* 
0 

a high f 97 and the average(? 	,. 

0 • 

would 

,, 
COMMISSIONER MCCARTHY: The average ---- I)  Q  

.:-7 	 ■ 	 0 

MR. THOMPS(A: Al, if 12 percent wee awarded, this 

el be the lowest n 'Profits. rofits thatt have ev been,,,awarded? 

MR. WILLARD: Right. Yes. Immediately adjacent 

here „is 70 percent, ,00 percent and 97 peroent adjacent to 
s-) 

21 

22 
, 	 0 	, 

<> 	23 	this parcel is located over 6here. So we qlave received 
0 

\..)', 	0 	 „ 

24 	sigllif ic an tlY higher bids ill,, the v4 cin ity .  
° ,0 

COMMISSIONER McCA:‘, HT: Those higher bi„ds that-  you ST 

0 

cq„. 	C.C1 

0 

3-9 • . 

'. 	id, 	, 
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received thoSe were on sites close to wherends, had 

, alrea beeli\  Made because 'there was an investment in 

exploration? 

MR.,,WILLARD: Not really. The major deveiopment, 

againf' is down here in eisting leaseS.' The trend certainly 

looks: this way. and 

0 

'1 

13 

MR: EVERITTS : The,highe :bids are closer. The ' 
_e 

They 

may not be that much closeri a mile.or two. o , 

MR. 'MILLARD: ' 13 .t,hey -certainly offset these 0 	 \05 A 	 , ,„ 	, 	 • tit 
,parcel,s',. 	A 

. i-- 	 0' 

COMMISSIONER MoCARTHy: Is your bidding pattern 
. 

we've WisousSed this with' Offshore oil leases somewhat. 

Is the bidding'Pattern hers  the percentages go lower  

the greater the distance from the find so ,thatmaybe the 

Cs 0 

15' probability of not htting'something is high? 

-16 	 ' MR. THOMPSON: , Not necessarily the probability, 
> 	f 	 0  

17 	't's the uncertainty. A bidder doesn't know if he has to 
d 

18 	put a higher, higher risk factor in his bid. Therefore, 

19 	he has to disCount ,i.t mere and. more. , 	0 	' 	L,,----- 

'20 

21 

going to sink more money into these sites and possibly not 

come up with 'anything? 

EXECOTIVE OFFICER DEDRICK: That's always a risk. 

COMMISSIONER McCARTHYt Is that the argument for 

0 
	

0 

tradeOff where these two bidders, Aminoil and MSR, are 

CONWIISSIONER McCARTHY: Are we involved in a 

22,  

25 

`24 

25 
11 

00.  
06 

9 
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2 

3 

28 

1 ' 

O 

	

'EXECUTIVE "OFFICERDEDRICIC: 
	

hmn even so they 

4 	are still too IOW. After41-, the adjac 
0., 	 Ar 

.t,:paircels, as 
, 	 o 
Al just pointed out, have ilei pretty h' h, bids on them 'add 

0 	0 
	
,,41 	n 	0 

those bids were accepted bypthe'Commis.p,ion:,  

, 	0-- 
it's better for both sides to wiit,until you , 	I     	Q-c, 

___„----<=i , 	-/ 
more, and more information. So in el5e0t.you're ot going 

to have tO drill soMeo well8 out thei itit's 
is 	,, 

or if it is commercial_ , then ther,Stitshould 

MR. THOMPSON: If you''re goifig to go get profits 

get 
O 

maybe 

commercial 

r4a,131, get 

lower percentages? 'You a&Cept that?-  Yola, 

still too°10Y? percentageS,even so are 

' _ __-e 	ia sayl- theSe .- 

0 

,., 

" o 

,{) 

16 

17 

18 

19 

20 

21 

22 

23 
0 

° 24 

415  

o g  

0 
0 

,,,i„ 	0- 
The pattern i° beginning to'

,  develop 
, 	0 	 , 

right now on 5217. , 

COMMISSIONER McCARTHY: So you mean°the peripperal 

- 0 

leaSe issued in 1 	just now ,_going to come°,ihto 

immediately peripheral where the fihds have already 
ki 

,been  made, you've deterthined thEiSe a7rad then move 
0. 

MR. THOMPSON: Right. And where you see 

0 areas 

out. \-\ 

that the , 

o 

PETIlp'-''SHO'RTHAND REPORTINGGC ORPORATION 
3436 AMERICAN NIU.R DRIVE', SUITE A 

SACRAMENTO, CALIFORNIA 051526Q., 	f4 
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a higher return on it. 

COMMISSIONER McCARTHT: How would we obtain that, 
0 

additional4nformation? 

MR. THOMPSON: 

coming out there right. There are development'plims for 

just going through, the mill 

fruition OpA deve> Efinent plan ,almobt six years later, this 
0 

is a slow process because lt is 4 risk business as far as 
0 

0 

leases issued in 1937 thatare 
0 0 



10 

11 

12 

MR. ,EVERITTS: There's jlo reve(fUe until thereks 

production essentially. 

0EXECUTIVE OFFICER ,DEDRICK,: Sp that happens either 

5 

rr 

If 

drilling wells. 

ACTING CHAIRPERSON PELKOFER:,-- Well, the. Commission 

is gathering information as- wen because,,as they moveout, 

there's no Aeam found, then they won't really be leasabl 

MR. THOMPSON:' 'Youlre not going to lose any .motley 

here because in eff6ct,the leas rentals are so ??ow that 

if yba don't award the bids, you're not going-to have any 

reVenue loss. n  
,f . 	 , ,,,, 	ACTING CHAIRPERSON PEKLOFER: Okay. 

, 
t. 	t? 	 . 

way. 

ACTING CHAIRPERSON PEKLOFER: Is the staff 

basically saying that regardless of all this'information 

is too ,low? Is that the basic POsition? 

EXECUTIVE OFFICER DEDRICK: Yes. 

MR. THOMPSON: And it will be in the State's 

13)  

16 	that we've been discussing, they still think the bid price 

economic 
• 

21 

interests to wai,  and rebid theselater on.h  

COMMISSIONER McCARTH : May'I ask, this guesttsm? 

22 	Do we -- I guess this is public nformation t:,;)- do we 
0 	, 

13 	provider the history of bids in this area to ndsWadders 
0 

24 	so that they have the most ciinformation they can have in- 
. 

\ 
AS 	front: 'tiz them before they go through the entire bidding 

0 0 

PETERS SHORTHAND REPORTING CORPORATION 
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i30' 

rocess? 

MR. THOMPSON': This is all public information. 
il 

MR. EVERITTS: It is public information, It 

• 
r.  
available. We have not sent a list out, with a notice bid. 

MR. HAYS: But I will add that anybody that does 

6- bid coosocheck the reoord. 
0 . 	, 	

, 	 ,,, „ 	, 

7 	 COMMISSIONER MceARTHY: So you were' aware of the 

8 history of tEe rbidding percentageS?: 
0 

A 	 .D4,. HAYS: Yes, we were, but I think some other 

.10 	questions have to be'asked of staff. Are these- bids that 

11 they talk about that are 80 and 90'percent would lead. one 

12 	to believe that they're good- resources -  What has happened. 

13 	On those resources? A fa*ly large number of them have 
O . 

14 1 not resulted in any drilling 'program. 

• 

. 
15 	, „ MR'. EVERITTS: That's Part of our problem. „w4y 

0 
	0  , 	 0 	

, 	
,   

16 	get some more leases that aren't going to have any drilling 

17 I on them? 
cM 

18 	 MR. HAYS:" The high ,bid does not guarantee it's 

going to develop into a resource or a drilling program, 

20 	 COMMISSIONER McCARTHY: How many of the bids, on 

21 	that poinh, how many of the bids here -- I've gGt a list of, 

22 	oh, gdsh, it's over a dozen that do range, the low bid was, 

23 	'as I read this, was 22.76 percent up to that 97.5. How 

24 	many ofethese have„comecin, have been finds? 
0 

25 	 MR. WILLARD: Just one has 

0 

PETERssHoRTHANDREPORTINGCORPORATION ,  
0 	3435 AMERICAN RIVER DRIVE., SUITE A 
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0 

. 00 

0 

G 	
J 
MR. HAYS: =And the one he's p inting,0ate,, ,2,s 47 

Parcp.,t-;--  , 	0, 

	0 	
C.,  4  

0 

i 	. 
t,, 	

1 - 	 0 

■ A 	0 V-' 	
,J 

'
0i
ACT/NO CHAIRPERSONrPELIOVER: Well, arethe'rest 

A,' 	%  
at a pant where you-would havi production or a find? 

1. WILLARD:- They're in that drilling te4111,'that 

rfirst thre -yeax,period: 	, 	
0:- 
V 
q., 

1 	
0 	f) 

, 	

0 

,,__, 

MIS. 	

V 
,I 

 

, 
° 

R. EVERITTS: Mr 	
. 	

,A, 

. Thompson tie tioned earlier 
0. 

°that ,therd'aaafeW of them that have been terminated Within 

D a veryoshort tine There's jus no Way they can drill 

=COMMISSIONER McCARTHY: So this Whole'leasing_ 
0 

prograM started, three years ago. Were any of these" 

12 leaSes rlier than th'at? 

0. 

MR. THOMPSON:7/ AItoat six years ago. 

14 	EXECUTIVE OFFICER DR1'CK 	out where there 

'is Production on?Stateleases so that -tiCommission can 

get a perspective as to what Wtc're doing. What percentage 
0 

of that territory is State owned? It's most,of it. 

MR. WILLARD: This is a
P  
ril State here,. 0 

MR: EVERITTS: The cross-hatched area is State 

15 

16 

18 

19 

20 

21 

22 

23 

24 

25 

EXECUTIVE OFFICER DEDRICK: Okay. In reevaluating 

the geothermal program, as-I've discussed earlier, various, 

problems appeared. Oneoof them is the, problem of too high 
0 0  

a net pro its bit thatoesn'st get anywhere* ,The other, is 
" 

-too,loW a. net  profits bid that doesn't get anywhere:' Anothe 
j) 

PETERS SHORTHAND REPORTING CAD PORATION.., 
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0 (r .  

8 

9 

10 

11 

12 
13  

14 

13 

16 

17 
`(7.3 

18 

19 

20 

22 

23 

24 

25  

0 

is sOme ttatutOrr requirements on. the minimum sizes*hioh° 	0 
per 11  

°, 	0 	
)1( 

We are attempting, tk,, correct in the Legislature this year. 

44) 

2) 	I 

0 

" As you can! See, same of-pose parcels are rathersMall and 
0 

broken up. We need lb have some method of conso4dating, 

so to speakcunitizing the parcels with`' other Owners :,0  

We 'are not the'orly owner in the area To do thatwe haye 

to develop formu\as that will be functional but will work 

for the geotherMal producers as well as for„ the 'state and -  
Li 

0 
0 

the other Owners, 

I°feel very strongly about”is particular 0 

project because0I-think that „onPthe whole goal Stattlaw 
<-;..  

and the contracts for'geothermal axe extremely wasteful Of 

the r -̀eoUrce. -ftr"instanCe., the way the State or any' other 
it Q 	 , , 

owner gets paid for the' steam Is on-the amount of electricit  
0 	3 	 ,, 	0 
generOed. Now, properly with that kind 

,,.,,
, ofa„resource where  , 	 . 	 0  

'd  it has to run all,, the time -- you can't.shut in a geothermal 
r? 	„ 

0  
well when electricity isn't

oreq11.12redond then turn it back ,., 
' 	 •, 

on 	properly'that should be base load power. It is not 

normally, it "is 	used 	se load power, w iis snot donsis o  tl 	d as ba ld 	. 
 0 	 . 

In years such as this one where there ̀s a lot of'llydr4,  
0 	 0 

0 	 o 
0 	 ' 	, 

that steam is literally actually wasted. It's vented into„ 

the atmosphere.= Now, thA's throwing 

There';  got to be a better way to hindle-that 
f 	 . 	, 

6 

- :One .of the things that staff's` thought about is 

it.would be,  extremely riice if we could wheel the energy,, 

1 

2 

3 

4 

' 
/ 

06 

6 	 U. 

away= a resource. 

/I 

o 0 
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cl" 

33 

..00 
. 
	 1 
	from the geothermal area to NilMington Oil rield-and be . 	,r. , 	0 	, 

2 	ableotchutilize that. ,I State law is 	,,all, not at „helpful on 
a 	o 

',,  
-v, 
'.,. 	„   

the question of wheeling power. IEhink.that we really need 
0 

4- to seriously look at the long-term future of this geothermal 
o  

1 	, 
D 

5 	producing area and have the CommissiOn come to ao polidy; 

as-to what's-the best way to go, whether WeA go 
, 	 0 	 6 

to the Leqlsiature on some-Of khe more critica issues such. 

8 

. 1  9  

10 

"11 f been Commissioners. 

area that we really haven't'discussed with you sincA youie 

as the surf 	matching provision which. ofcourse. 'would bre7-N, 

very,- -very unpopUlar with,a great many people or not is an' 

I think the Most orderly thing to do is, to simply 12 
. 

13 . reject these bids and cote back to you With a briefing as, 
. 	 0 „ 	 0. 

12-9 , 	. 	 , 	 . 	. \ c 	-  

	

14 	a'broader brieting,,,,as to the very many.  ramific;itions Of ,,   
0 	 T 	% 

	

15 	this geothermal resource,c-2  that we manage for the people and 
Q-  , 

	

16 	go forward with program that is More consistent with , 

	

,---------- 	.,---;;;, 	 -s\ • 	' 4? 

	

17 	resource conservati/n and With reasonable return to the 

18 	Sta4o 

19 COMMISSIONER McCARTHY: All right. Let me make 

„ 

	

20 	one concluding remark, two piece. Number one, ',think we 

	

21 
	should try to have a prOg.ram that moves forward aggressively 

22 C  and allows geothermal leasing. This is a generally 
c-,, 	0 	 (:).  

,„ 
' 	23 	acceptable source of energy and I . think we're going to've . 

	

'024 	trouble with other sources of en icIrgy that ,̀  e11.eocounting 
, 0 	25 	upon. and I think we should 

(;) 
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GOvernor/ a way to 

CoMmission i 
just" 

‹" 

0 

C.; 

0 

O 

10 

11 

12 

13 

14 

15 

1 11  

17 

18 

19 

20 

1, 21 

0  

19 think the second pie02is I re,„1Wthink we 

have to take whatevero steps.we°need to dq,  to adVise poten ia] 

bidders as td what we're going to c1.4in'situatiofis like 
6 	 I 

this. I don't want to encourage people to bid, ptivate 

sector, pu is sector,' to bid. 'and expend money., These 

folks are 

iknow, how 

something that should be aVoided, 

EXECUTIVE OFFICER DEDRICK: 
C° 	k 	, 	

, 0 
solve that roblem is a procedure the 

recently ado ted in royalty oil sales and that's to set - 
	a 

44t are,you going to accept?, 'If yon're,nOt a minimum. 

going t accept less than) 47 percert then say so. 
c 0 0  

COMMISSIONER McCARTHY: That's fin'e. 1 think 

something like that shou14 be done in this instance so 
 

these'folks know whether they should even be bidding"or 
' 

0 	 O 

MR. THOMPSON: Also, if .we get some direction 
O 

°from the cCommission as to whether they would like seine 
NJ 

kind of bonus paym6nts or higher rental payments so some 

revenues are coming into this „State during this,  three-y 

mu4they spent. But if iti was $100,000, it's 

ex ehding money from local governments I dont 

° not.= 

period for' two things, for State revenue,e,an&also for 

24- 	higher motivation to dr'ill.. 

heres 0  
25 	 ACTING CHAIRPERSON REMOVER:, Unless 

, 

PETERS SHORTHAND-REPORTING CORPORATION 
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° some other 6 mments, Mr. Franchet0.,,, 

MR. HAYS: Mr. the WazlaW has a comment-about 

income situation. 

MR: WAZLAW:' One come-ft, two really.\  First of 
0 

the high, bids near a:hundred 

pei7ent, one, would think they're pretty suspect from a 
6 . 

business-wise standpoint So there may have ''been other 

0 il reason) to bring a 'high percentage bid into the game here reason) 
	 V 0 ' —7" 	 ■ 

\which raises the average up to what we heard was
, 
 near 40. 

10 	Somebody bidding ahundrd percent of their profits has,  

11 

"le 

13 

:14 2 

15 

14 

17 

19 

20 

21 

22 

23 

24c 

25 

,got some good reasons for doinTso. 

Secondly, the members of MSR Public Power Agency 

in the, late 1970s on their g'eothermal0 	planta that is 4 
now operating embarked on a new procedure 	p to-urchase St-6'-am 

0, 

from a de'Veloper. No longer would they purchase steam on 

a kilowatt-hourvbasis. They purchasedit on a pound-per-

hoc basis necessitating more efficient power plants. 

So°=the NOPA poyer plants operating today in The Geysers 
0 0 

is up to 25 percent more efficient than the existing 0 

operations iri The Geysers. So what you're seeing the 
o 	 , 

muni's doing and it mayA  pe economic sense why they're  0 	. „ 
Tioin91,it is to build fficieht. plants which-are extending 

, 

O 

0 

e'ACTING CHAIRPERSON PELKOFER:' Okay.. 
0. 

0 

0 

0 

PETERS SHORTHAND REPORTING CORPORATION 
14125 AMERICAN Rival DRIVE, sate X' 

SACRAMENTO, CALIFORNIA 96825 

TELEPHONE (916) 972.8804 



my vote. 0 

_COMMISSIONER FRANCHETTI; I hats .;t0 drag thip 
II' 

0 	° 	 . 

-ft  

but,-x do have a couple of questions that are iMportant 
: O 

19 

20 '2  

MR. THOMPSON: Point out the MSR. 

MR. WAZIAW: You might look at the relative 

° 36 

Where are the Aminoil parcels? They're higher 

°bids. Are they right next to this parcel or what? 

MR. EVER1TTS: 'Here's 

COMMISSIONERFRANCHET That'sI can see. That's  

rine. I'mlinterested in the three bids for 22, 21 percent. 

 Row close are they to 
0 
 the MSR bid.70 

MR. WILLARD: Riga next door. 	 0 

5 

EXECUTIVE OFFICER ppriicKt -On page 1,61) 0 there's, 

a map,. 
0 	 0 

13 	 , COMMISSIONLR FRANCHETTIiu Are the' closer to° the 
C.1) 

14 	deVeloped:fields? 
uo 

15 , 	 MR. THOMPSON: Some are clOSer. Some-are farther 

16 zaway. Some are almost ;parallel.. Point theiout again., 

17 	 MR.vWILLARD: nerd's,the closer one and here's, 

18 	the development doWn here,. 
l it 

0 

4,  

21 	size of them, too. 	 o  

22() 	 COMMISSIONER FRANCHETTL Do we have `any rationale 

23 	why their bids are almost twice as high as the MSR bid? 
\ 

MR. HAyS: There's a couple. There:are a couple. 
» 

25 	eOtie is that the'parcels involved are considerably 

PETERS SHORTHAND REPORTING CO_ RPORATION 
3433 AMRICAr4 RIVER 6RIVE, sun A 

SACRAMENTO, OALIFOrIN IA 05525 

TELEPHONE (916) 972•0894 
9 



0 

5̀,  52:5 	5 

0 

,SY 

So :you have a better poOsibility of finding a resource. el  
.,, 2 Secondly, they are involVed'in a program Of unifyi4 4  

, 0 	ql. 	; 	Z. 	 , Q . , 0 	 Cie 
,) 	 ■ 

3, 

 

properties Wit; which they had-interest =in. 	,,  a 	 (-)----%:1 , 	, 	0 -2 

COMMISSIONER'FRANCHETTIW An effort to ti. Alp - 	, 0 	.0  o ,  
PrOperties then. for a 	,'o time? 	' period,  

	
0 

II 	 ' V 	 l ''■c71'  

(3° 	MR. THOMPSON:,  A common argumentp to othFat is if ,4e' .) 	„ 	(t o  

parcel is too sniall, then you shoufd-wairt -Until 'development ,  
comes'around it and then you can unitize, it,bettgr. 

,7? 

06MMT. SSI019g11 FRANCHETTI: Is itposslblg) to vote,' , 	4-   
r. Chairman, on these bids indivi4ually?, _ 

,00 
EXECUTIVE OFFICER pEDRIC: ,  Certainly. 	,-;) 

t 	,,.,_ 	#  
''b " q 	 ACT ,N CHAIRPERSON PE.TilFER: 1,don'teee any 

reason why not. AI was gOing to raise that possibility as ,..,..  0  
,-. well when we're ready to do that. 

' 	
, 	. 

I would lce to vote 

16 	on them individually. We can put the Aminoil one together, 

11 	but the MSR one lid like to`ate separately. 
0 , 0  

18 	 ACTING CHAIRPERSON LKOFER: Staff, have you 

its) 	anything further? 

20 	 , Cn.,the item, what's the„)qpleasure, to take each 
o _ 	 , 

of the bids,deparately°for a vote? 

22 	 . 	 . 
0 - 	,  
23. that. 0 I dorOt have the breakdown sheet.4n. mY 0,1fials 

for "Seme reason, so would staff indicate parcels? ''''------,''' , 
,,  ,, 

25. 	 exit. THOMPS47: Al, doul6 you give°pe parcel 

10 

11 

12 

13 

15 
_ 

COMM1SSIONER\FRANCHETTA: 

All right, let'S do that then if you'd like to 'do 

24 

PETERS SHORTHAND REPORTING CORPORATION 
posAmervoiiilrovitibmw1,surr,4 

gAORAMENTO, CALIFORNIA 0626 

(910) 02.4844 

12 



6.0  

0 	0). 
ACTING CHAIRPERSON PEBROFER,„ 

" 

inoil parcel numbers are - 

t14OPTSON W 

MR.EVERITTS: w 40  
0 	- P 

cOMMISSTOm -E-FRANCHETTI: I. int.enr o vote' in 
(‘ 

of.vthe MSR bid. I simply Want to vote that separately. 
0:   0 

8° I 
don t intend, to vote in -favor of the other threeo.,,, 

	

e 	% 0 

MR. TFIOMPSON: The MSR parcel then is W 

b 	ca 	 ‹,-Q 	Q. . 	- 	-, 	
, , Mid EVERITTS: 4 4001,3). 	 rrO 

ty 

c'; 
ii 	ACTING° CHAIRpERSON PELKOFER: Shall we,,Sconsider, A , , 	 0 	' 	1 	a ' 	 . 

fola first then? 	0 	 0 	 , , 
O 

' COMMISSIONER PRANCHETTI: -All right. 	-,.  
0 	 , 	 6 

'DaMMISSIONER McCARTHi: May,I ask one more° 0  

question before we proceed? \' '  , 	 ,,, 	0 
_If the pemmission-did accept the 'bid by MSR, 

,, 	,7, 
are We,ca cans 	any

, 
 legal problemS as far as the _._  

,7 	 '  

Aminoil bids are concerned? ° 

MR. RIGHT:- No4 i'don'tsee any.,„ 
Q.. 

MR. STEVENS: It's. discretionary. 	.0 

' 	- 	4 	 A' 	o  

	

° d̀ 	ACTING CHAIRPERSON pELKomi Do I hai/e.0  aoffition 
\ o 

vtor acceptance or rejection of the. MSR bid 	0,  
2 	a 	 ,,.„ 

 

a i 	 .8r8C COMMISSIONER PRANCFETTI: I will move t01  , 	 . 	. 

the MSR bid, 	. 
O _ 	. 

0 00MMISSIONER-McCARTHY:' 0Se9nd. 
0 

PETERgSHORTHAND'REPORTINGCORPORATI9N 
AMERICAN RIVER DRIVE, SUBS; N 

EPRAINENTO, CALIFORNIA 95E25 	— 

TESL PNONE (910 91243894 
c,'-  

0 



0 

li  

, 	 4/it 	 o 	000c , 4 	, 
'  ACT.1NO CHAIRRIZASON PELKOFER I have 

11 	 ,. 

0.' 

a second. d you ou formally Sail the 'rell. Or just aSk fOr ---, -, ,0.  
3 

, 	,_ 4, ,, 
	(p , 	(Ayes.) 	0,2 	 z , - 

	

\■ _, 	0 

	

„- 	0, 
5 	 ACTING CHAIRP-171:8&11 PELRO YR - okey4 01 have .6two ,,, ,,,,, 

3 0  o 

, 	„  il 

,'. 

6 	votes'xihd thebid iS0accepte„d.' 	
-0 

-̀' 	4. 
, 	,.., 	 , 0: , 

'DO you wish to consider the ,OtherS as'a - , - 

COTISSIONER FRANCHETTI: that's fine. 

ACTING CHAIRPERSON- PEIIROF ER: The other items, the 

other bids under Item 25-\ i 

■ 

COMMISSIONER M CARTHY: I move we accept the 

m 	
((‘i t\‘‘,„,o 

recomendation of the other threes 

°°' C0i/MISSIONER PRANO4ETTI4 - I second that. 

ACTING ChAIRPERSON PELKOFER: We have a motion 

second. All in f.vor? 

(Ayes.) 	0 
0 

UACTIUG CHAIRPERSON ELKOFER: Motion passes for 

rejection of the other items 1:+ 5 

0 COMMISSIONER McCARTHY: 'IT1.thy didn't 

pparently 'they'don!t
q.5 
 feel too passionately about it.' 

M. HAYS: Thank You very much for your,time. 

ACTING CHAIRPERSON PELKOPER: Okay. Move on to 

J4 26, Geocubic, Inc., ap?roval of geological/geoo sisal 

An; comments from the staff, CCAlmissioners? 

All right 	faVbrl' 
o 

PETERS SHORTHAND REPORTING CORPORATION 
AMERICAN IRIVAR DRIVE, SUITE A 

SACRAMENTO, DALIRDRNIA,EEEE5 
reLoHoNevionmee44 
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3435 AMERICAN RIVER DANE, SUITE A 

SACRAMENTO, CALIFORNIA 95025 

TELEPHONE (9ie) 97243504,  
0 

PETERS SHORTHAND REPORTINO'CORPORATION 

Go 

so 	1 

'1 

Cr 
• - 	0 

-1s,, ,Anypne in the audience on this item;?-  

17 

„18 

19 

20 

21 ,1  

22 

23 

24 

25 

.4e.451104r447t.if 77. e: 
U 

If 	 obfeCtIon, We'll pproVe IteM 

	

= 3 	 I understand XW te2 'is o 7s t °be'4ken cyFf caIenda „ 	- 	„ k r  
:: 

	
" 	

C0 
') 

	

- 4 	or we did take it of calbndar. ---,, 	„ 0 
0 	. 

(y 	 ,,, 

	

5 	 EXECUTIVE OFFICER DDDRIcK: ,27 is, --,-, . 	.. 	,-, 

0 ACTING CHAZRPERSON PELKOFER: Is •that correct? 

EXECUTIVE OFFICER DEDRICK: The action that w-e. 

Were'going,to reqUirellas:now been taken by the pexmitee, 

3  ACTINC CI 	PELKOFER:ie H 	E 	 - IteM 28, 
C 

0 
Walter H. Wheeler, approval of a prospecting permit. -Any 

	

I i 	comments from staff, Commissioners? 

Anyone in the audience on Item 28? 
po 

	

13 	
If not, approwd ,without objection. 

14 

15 	extension of Prospecting peMit. Any comments, staff,. 

16 	COMmissioners, ,audience? 	, 0 

item 30, Harold LaddOierce, authorization-to' 

Item 29 ins approved without objection- 
f 	

, 

offer lease:to extract oil and gas. I understand that 

staff has one comment-'on' that. 

MR, 4IGHT: Yes, Mr. Chairman. t,  'e 	a 

phone call late yesterday afternoon from the County of 	O 

Ventura. They were objecting to th.e Environmental 
(7  

Impact Report and we told them that two years ago they had 

apprbved it and at which pint the said they would g 

7 

8 

10 

12 

Item 29, Carl AUS.hin, approval of A avt--year 44, 
G 



ACTING CHAIRPERSON PELKOEER: Commissioners, any 

comments on that Anyone in the audience? 

ack to us-this,morning. Apparently they still, I guess, 

have some concerns. I -thiTqc  it is staff's recommendation 

that 64nce this_is only the authorizati to offer the 
9f 	 CJ 

area for bid, staff hag adequately Complied with the 
0 	, 

5 environmental 

would require a full-phase Environmental IMpa!Ct Report ife  

regulations and that any futher development 

at which time the County could .make any comments if 'ney 

are changing their mindS .1*,n, any fashion,
,,  

8 	 y 	0 
ACTING CHAIRPERSON,PELEOFM: And 	tote then 9 	 , 	, 
f , 

10
'..ilqir objec iLon for the, record at this point in title and 

V 
they will hive an opportunity to be involved and mment 

11 
as the process proceeds; is that what you-re gaying 

MR. TIGHT: Correct. 

16 	
All r E  ht. Without further' objection and with 

that note, IteW30 will be approved. 
Cf 

Item 31, Northern Michigan Exploration Company, 
a 

award of,a negotiated oil and as lease. Any comments 

`frOM Staff, Commissioners? 

Anyone in the audience On Item 31? 

A gentleman is approaching. Yes, sir. 

24. 

23 „ 
Department of Fish" and GAMe, Region 2. 

MR. GRIFFITH: 'My name is'Bill,Griffith, 
1 7-) 

' 25 
	 I Was here just to clarify any questions that 

„ 

3 

PETERS SHORTHAND REPORTING CORPORATION 
3435 AMERICAN FovethiRim 51.111E'A 

.t.-ACRAMENTO, CALIFORNIA 95825'' 0  
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13 
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42 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 
0 

22 

23 

24,  

2( 

might have come up and 	surprised that you didn't hear 

from anybody else., t got abut three phone calls, one 
0 ° 

fromoa radio station 4p. -in Chico. I think there 48 some 

misunder8tandinq just in the way :the notice was worded. 

But if you donut have any question8 or 'problems -- 
CI 

ACTING CHAIRPERSON PELKOFER: Anyone here'wit1  
cs i 

objection or interest in IteM 31? 
P 

COMMISSION BR FRANCHETTI: I will raise a question. 

Who should we expect to be hearing from? 

(Laughter.)  
- 	, 

MR, GRIFFITH: Apparently the misunderstanding 

arose out of -the wording that it was a notice of intent 

to a&pt negativeAeclarationuand people thoughthat there 

wastgoing to be drilling on Gray  Lodge Wildlife. Area and:  the 

couldn't understand how you could go for a negative 

declaration. I would certainly agree with that,Concept. 

-What they didn't understand was that drilling was offsite 

ern private land on aslant underneath. So we haVe no 

problem for our surface interests at Gray Lodge and"we 
0 

reviewed this from'your staff's presentation.- There was 

no problem at all They were far enough „away from the HeOn 

Rookery that was in that general area and no problem. 

ACTING ,CHAIRPERSON PEtKOFER: We're not,in-6erfer- , 

ing, they will not be interfering with the wildlife 

0 
PETERS SHORTHAND REPORTING CORPORATION 

3435 AMERICAN NI YEN DRIVE, SUITE A 

SACRAMENTO,'CALIFORNIA 95525 

TELEPHONE (016) 972.8804 



0 

, 

43 

0 

MR. GRIFFITH:_,Right. 

ACTING ,CHAIRPERSON PELKOFER: 
0 

understanding as well? 

EnCdPIVI,1 OFF'(7R DED.RIM/  Yes. 

ACTING CHAIRPERSON PELIMM: That's why theytre 
D 5 

wish to comment 

All right.fthere'S no objection, anyone else, 

Wlthdut further objection," Item 31 is approvedQ 

0 	0 
and Recreation appliction for a,dredging permit. 

qiiikpama hereto commenton that item?,‘ Of,  interest to 

Commissioners, comments? None. 

Hearing no, objection,.Item 32 will be approved. 

0 „--- 

D 
17 0 

18 	
Without objection, IteM)33is approved. 

Item 32, City and County of San Francisco' Park 

0 

Item 33, the County of Marin Departmentuof Parks, 

approyal of a one-year dredging permit. Anyone wish to 

comment on that item? No comments. 

Item '34, approval of a five-year dredging 'permit` 

there. Anyone wish to comment on that item? Without 

objection from Commissioners, that 	 be approv;;(1. 
21 

22 

 
EXECUTIVE OFFICER DEDRICX1 Item 35 is pulled. 

23 	
ACTING CHAIRPERSON,P8IXOFER: ,  .Item 35 is off 

0 	 0 

Item 36, dams W. Williamson, approval of c,  
25 

a 

PETERS SHORTHAND REPORTING CORPORATION 
3435 AMERICAN RIVER ofkivE. SUITE A 

SACRAMENTO, 	 IFOR,WIA 95815 

TELEPHoNE 015)9/243894 
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0 

, 

o 	
0  

authorizatio for the staff
C 
 of the ,State Lanu, Commission 

1 , 	0  1r 

and the Attorney General to take certain steps relative to 
o 	 uJ 

litigation. Comments on this by anyne2 	
0) 

0 	
e 	

0 
	11 	

4) 	0 0 

Without: objection, Item 36 is approVed. „ 	 ,--, 0- 

37, Jamec.  GroSsi; compromise title ci.e.ttlement. 
. 

- Anyone here to,comment on that? , 	 0  

' Without objection -- 	 0 0 
1,1 	 . 	,,, .„,, 

0MR. H/GHTit., Chairman, for the.fecord, r 
' 

should pdint out that IteM 37 you are acting as t66 

11 

9 	, 

11 

O 12 

13 

0 

r40 
Land Bank ,Trustee Commissioners'°and there willbe $25,900 

 
that will, go Wo the Land Bank Fund., 

o
' 	1
AThoreu ona. discussion waS'held 
 , 	0 

ofg i,(t*e record.) 

ACTING CHAIRPERSON OLKOPER: Without objection 
 ' c, 

then IteM 37 will be approved. , -0 
	0 

0 	, 
I'm not even going to try to pronounce this 

. 	 0 o 

r3 

0 

0 

„ o 

,10.!XPACUTIVE OFFICER pEDRICK:,  Massoud Khosrowpanah. 
0 	. _ 

ACTING CHAIRPERSON PELKOPER: Item 38, approval 
W 

fr)) 
 

f a compromise title settlement 	"this Item. 'Any'objecti6, 
0 	 ‘  

any comment on Item 38? 

is approved: 0  

22 

14 	 1  Xtem, 394, anYone have'a comment,,,objectiOn on -•0  
IteI 	• ' 

6 
	 0 " 

0, 	, 	,—_,, 	 0' 

a 
023 " 

„  

17 

18,  

19 

20 

_WithOnt objecti671; item 
0- 	0 , 0 

John Anderson, ap)roval 

new City of East Palo Alto. - Oka 

an incorporation of 

0 

0 

PETERS SHORTHAND REPORTING CORPORTIN- 
3435-1011cAN Acyili 	SUIT A 

sAu AltAtN•ro, cALIF0f3iNIR 95826 " 
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o 

Without objection, 39 is approved. 

400,0  Cen,ex West; in'carporatede auth'orizetion 
'11 

p settle lawsuit. Okay, we have -- 
//, 

' COMMWIONER PRANCUTTI: What item? 0 
0 	0, 

0 	 0 

ACTIN CHAIRPERSON PELKOPER: ,Ite.M 40. We ii 

 

eve 

-anindication that we have in-attendance pons wisA, 

to comment on thiStestify,'just'noe the5appearances. 
, 	• 	 0 

DICKERSON: Just wish to note the appearances, 

9 your Honor. T„'f,  there were any objeCtiOnS:.1,,then I would 

address, the?Commission. 

ACTING CHAIRPERSON PELKOPER40 Oke)y. Mr.-Wykoff 

12 and'Mr:pickerson are present. 

An one have any,0statemen 
o. 

14 	 Yek,  sir. p 	6„/, 
-0L  

MR. LOPEZ: No objections 1.1  I'd like to make 

objection? 
0 

o 
note that Tony Lopez representing the City of San Mat-7 

0 
S also, hetb. 0 

k 	
\ 	

0 
.,,,1  k 

ACTING CHAIR ERSON PELKOPER: Ail right. We'll 
, 

refl
(I" 
 ect 	 i . Lopez is here a4' w-&-1.1=‘,;'---  

..- --■-- O 

' 	
00 

'the Comm_ %Voners, Item ao is approV64, 	„„„,.) 4  

Al]. right. Withdut objection, no comments .from 

EXECUTIVE 'OFFICERDEDRICK: 'Excuse One 

) 
you' re actin6 es Land Bank Trustees. 	

0 
MR fiT: Item 40 is a Land Bank item 'inawhich 

o 	0 

o 

PETERS SHOR THAND REPORTING C P RATION ,,'"? 
. 	0" 	43,05 AMLFSICAN RIVt1,1 oRtve, 6ITE A 

8ACAAMENTO, dALIFOR4IA 951125 N) 
o 
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With that placed is the longer subjo.ct 'to tidAl action..  

amendment. ACTING CHAIRPERSON PELKOFER: With that 

confirma- 
00 	, 

to 

9 	, 

In gettityg started wee oomitted the 
0_ 

mites of Tebrudty 28th.' Weask you 

TROT: ,, 

be one final pieqe ,of business-ttlpiato 

0 

CHAIERSON PELKOFER: That Will be noted 

/;:-;"/ 
ASSISTA T EXECUTIVE' OFFICER.TROUT: Mr. ChairmG„: 

li 
N.JJ-__Oould

,- 
 be noted that inadvertently a state

'
meht that'S 

critical 
 _,/ 	 -'.--s., 

 to thi4 item was left out 'and. that is that this 

has been0filled and reclaimed and is no 

record, staff does recommend the approval of the agreement. 

Item 41, Salvatore Niosi, 

title settlement agreement, 

noted, withoutobjection, Item 41 is 

is an information 

EXECCTIVE OFFICER WRICK: 
,Q 

ion required. It's to in;dm you 

approved. 

0  

)IlLats correct. , No 

that the current 

	

-0 	c 	 p  
s.•2atu-, of an' investigatiollthat was asked for abOut a ,yeai.' -N__    . a 	•;_, 	CLi--- 	 6  , 
ago into lax; lipnding practices and how theamount of money 

involved relates-to the actual expenditures you 
Ca . 	, 

put'qut if the Stateahad to colipt on aPbond. 
--   

coming to ou later 'with a recommendation to 
. 	0  

have too  

WeWiII be 

correct the.  

problemkr 	
tl 

\7.7 

ASSISTANT EXECUTIVE OFFICER 

0 

PETERS SHORTHAND REPORTING CORPORATION 
2435 AMERICAN 	bRivE, SUITE A 

SACRAMENTO, 04IFORV 95825 0 

o 	IELgpHeme (016) 02.8894 	0 	
.) 

0 

a c. 

17 

18 

19 

20 

21 

22 

23 

24 

0 25 

, 	'7) 
approlVal of V a compromise 

0 

S 

''car 

tion o the 

00 
	
7) 



77) 0 	 n 

'Ilhe motion. Minutes are approved. 

.774.:1771117 

47 

coxiSider that point before you adjourn." 

	

2 	 ACTING;  CHAIRPERSON PELKOPER:, All right. Do 

	

. 	0 	 , g  , 	..

3 	haye a motion "'on confirmatioreofpihute please? 

4 	 COMMISSIONER FRANCHETTI: MoVeth 

5 	 ACTING CHAIRPERSON PELpFER: Mr. Franchetti 
c) 

0 

7 

9 

10 

LJT 

13 

°111' 

= 15 	
0 

00  16 

'17 

18- )" 

19 

20„ 

y further business? 
0 

_Meeting adjoUrned.° 0 
6 	° 

' (Thereupon this meeting of the 

State Lands Commission was 

adjourned at apProximately. 11:1r5 a.m.) 

o. 
c. 

0 

0 

(.7 

0 

0 

0 

0 "--4-b 

7 

0 

0 • 0 
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'CERTIFICATE OF SHORTHAND aEPORTER 
,-1 

P 
rr 

3 - A I, CATHLEEN SLOCUM, aCertified Shorthand 

4 Reporter of the State of CaIkfornia, do herepyucertify: 

 
0 	

That liam a disinterested,personeherein) that c' 
” 

6 the foregoing StateLands Commissionc,meeting vas reported 
 

, 
7 	in shorthand by.mo, CATHLEEN SLOCUM, a Cert“ied Shorthand`';"- 	 . 

0 
4/ 	 8 °Reporter of the State of Califorht 1,l And a, And thereafter 

4:., 
. 9„ transcribed anto typewriting. 	\\ " a...0 	. 	,,, 	0 

0 	 - 	
{ 

10 	 I furthe± certify that I am not of counS LL— 

II attorney for any of the partieS to said hearing nor in any 
o 	 . 	0 , 	cf, 	 „ . 

12 way interested in the outcome of said hearing. 
0 

<2 	 ..) 

13 	 4c,--IN WITNESS WHEREOF, I have herbunto set my hand 
,--7 

14 'this  /I 
, 
(  'day of April, 1583. 

, 	, 	0 
15 ,i, 

, 	 X24e460.3.." 
CATHLEEN SLOCUM, 
Certified(? Shorthand Reporter e) 
License Nb. 2822 
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