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PROCEEDINGS

ACTING CHAIRPERSON RASMUSSEN: 1I'li bring the
meeting te order.‘

Mr. Hight, ;ould vou make a statement about the
voting? ' 7

MR. HIGHT: VYes. For the record, chk O'Conneli
will be sitting in a voting capacity for the Lieutenant
Governcr. And Lizabeth Rasmussen will be sitting in &
nonvoting capacity for the State Controller.

ACTING CHAIRPERSON RASMUSSEN: Thank you; The
first item of business is the confirmation of the minutes
for the meeting of May 22nd.'\nré there any questions?
The minutes are confirmed by consensus.

The second item is thevreport of the Executive

Officer.

EXECUTIVE OFFICER DEDRICK: No report today,
Commlss10ner.

ACTING CHAIRPERSON RASMUSSEN: Aall right. No
_report.

Item 3 is the consent calendar. These are Items
C-1 through C-21. And these are items thaz have been
deemed to be noncontroverssal. we will tame them up in

cne motion unless there's scmeone in the audience or here

on the staff or-on the Commissioh that would like ore cof the]
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items removed for discussion.

CNMMISSIONER ORDWAY: Motion.

ACTING CEAIRPERSON RASHQSSE&: ~Seeing no hands,
no item is removed; there's been a motion, the consent
agenda is approved by consensus of the Commission

The first item on the regular agenda is Item 22. .

EXECUTIVE OFFICER DEDRICK: Commissioners, this is
an application by Chevron U;S.A. to self-insurz all of
fheir projects under State Lands; staff recommends
approval. |

ACTING CHAIRPERSON RASMUSSEN: Any gquestions?

.. Ftem 22 is approved as presented by corsensus.,

I should note also that ltem Ne. 27 has oseen taken off
calendar. /

Item 23, please.

EXECUTIVE OFFICER DEDRICK: Item 23 is the
Pcint Arguello Pipeline Company application for some
waste water outfall, seawater intake, and brine ditch charge ling
at their proposed facility at Gaviota. :Staif recommends
approval. . |

COMMISSIONER ORDWAY: Motion.

ACTING CHAIRPERSON RASMUSSEN: Any qv.stions on
23? Item 23 is approved as pzesentzd.

Item 242 - |

EXECUTIVE OFFICER DZDRICE: Item 24 is a request

PETERS SHORTHAND REPORTING CORPORATION
3432 AMERICAN §IVER GRIVE. SUITE A
SACRAMENTO, GALIFORNIA 95825
TELEPHOME (815) 972-3034
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for an authorization to seét aside and terminate a
grazing lease at’Goose Lzke in Modoc County pursuan: to a
Superior Court oxrder.

MR. SHERIDAN: May I speak about this?

ACTING CTHAIRPERSON RASMUSSEN: Certainly. You
certainly may. If anyone would like to speak, we
ordinarily ha.e¢ a form fhat‘yvu can £ill out with your
nare and address. But that's fire. |

MR. SHERIDAN: I didn't know avout that.

ACTING CHAIRPERSON RASMUSSEN: Just for future
reference. We need your name.

MR. SHERIDAN: My name is Dernis Sheridanf I'm
the person that had the lease on that Goose Lake property.

The Commission is reviewing a new applicatioh of
mine, basically the same as the old lease. fAnd I wouid
like to seek permission to leave my cattle on the
property until this can be resolvéd because of the
transportation problem and finﬁing new property to lease to
run my cattle and things. |

There's already caétle on the property in
trespass. So, I would think that I weculd have as much
right as anyone else as far as ~- maybe even more right,

because I have got an application. I have had = lease.

AAnd until it's resolved -- I don't know how long that would -

take -- but T don't ha,e’ény -

o el

an
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COMMISSIONER ORDWAY: Are there any legal
problems? Are there anry legal considerations?

" MR. HIGHT: Yes. I would like Joe Barbieri, who
is with the Attorney General's Office and who's been
handling this -- Irbelieve the court order prevents us
from -- r

COMMISSIONER ORDWAY: Allowing us to do that?
MR. HIGHT: Yes. |
Is that correct, Joe?

MR. BARBIERI: Yes. That's correct. The

‘effect of the order is that we set aside the lease that

we've presently issded to Mr. Sheridan. And I think to
allow him to do directly or to do informally what we can't
éiiow him to d6 formallyrwould be probably defeating the
purpose and probably the letter of that order.

ACTING CHAIRPERSON RASMUSSEN: I think it would

also be against our policy. I don't think we usually

T

encourage what would in essence be a trespass ox our land
at this point. I think we're sympathetic toc your prcblem.
It sounds like there’s not much we can do about that.-

MR. SHERIDAN: ‘What about other people that
trespass on thzre? Can you make them remove their livestock
also then?

COMMISSIONER ORDWAY: Mr. Hight?

MR. HIGHT: We cran.

PETERS SHORTHAND REPORTING CORPORATION
3433 AMERICAM RIVER DAIVE. SUITE A
SACRAMERTO, CALIFORNIA 95825
TELEPHHINE (315) 972-8504
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‘ 'COMMISSIONER ORDWAY: I thirk that should be done
then. '
| MR. SHERIDAN: There's a numbef of cattle on
your property that I happen to have leased that are most

definitely on your property fenced away from any private

- property. They are completely on State lands. If I have

tD remove mine, I would like to hLave those zémcggd also.
ﬂ EXECUTIVE OFFICER DEDRICK: Excuse me. I think
what we prnbably ought to do, Commissioners, is to send
a dﬁ:ple-of people up there to meet with Dennis, Mr,
Sheridan, and come back with a recommendation to me, and
I can carry out your difection.
‘MR. KILEY: Sounds like a gocd idea. We'll go up

and take a look at the actual situafion and come .back.

"My information in the past has been that there was no

fence in the cutiand away from the lake bed. And
unfortunately, we don't have the staff to go up there and
actually watch the cows and see where they go back and
forth. If there is a fence that they could be kept behind,
we certainly can look into that.

MR. SHERIDAN: Sir =-

EXZECUTIVE OFFICER DEDRICK: Well, at least see
what the situation is. 7

' ¥R. SHERIDAN: I happen to have some pictures of

fencing and things likefthat. I've stated on numerous

occasions that there is a fence separating a lot of your

PETERS SHORTHANL' REPORTING CORPORATION
3433 AMERICAX 2ER DRIVE, SUITE &
SACRAMENTO, CALIFORNIA 95825
TELEPHONE (916) 972-8904
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know fﬁ I'm blowing my own horn or bragging or what, but

9 - ' i ol

2. s

land from the private upland already. I don't know.
Maybe I didn't state it to}éhe right person. I don't know. |
BuQ?I have got picturesrgf fence; got pictures of the -
catﬁie.‘ And I would be”ﬁbre than willing, i€ §nyhoay wants
to #ome-up thére, I'1l show them. I proﬁzhly -- I don't

I probably know more about the sfateklahdﬂ on Goose Lake
than the State Lands Commission does, because I've been
stndylng them for the last year and a half. 7

.There's several things that I know haan't been
brought to people'sﬁattent}an.

EXECUTIVE c}rtyxcm\;mﬁa‘fck: #r. Sheridan, if you
can stick around a little while after the meeting; you've
come a long way, and the staff is here, I'm sure \hey'd
be happy to sit down with you to go over your pictures\and
maps and anything that you have. o ]

\

'MR. SHERIDAN: I would r ;é do it, because I've

already traveled 4C9 miles. B
EXECUTIVE OFFICER DEDRICK: And we appreciate it.
ACTING CHAIRPERSON RAsﬂusgtﬁs"ﬂhankV§ou,

Mr. Sheridan. We'll look forward t;}héaring“frpm our

staff. 7

7 W,
'MR. SEERIDAN: 1I'll be right outside.

ACTING CHAIRPERSON RASMUSSEN: " Thank /you very

much. B ’ 1 =

PETERS SHORTHAND REPORTING CORPORATION
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1 MR. SHERIDAN: You're welcome.

2 ACTING CHATRPERSON RASMUSSEN: Are there any

3 questions on Item 24?2 . o

4 COMMISSIONER ORDWAY: Moved.

5 ACTING CHAIRPERSON iRSMUSEN: It's been moved

é and is approved as presénted.

7 Ttem 25.

8 EXECUTIVE OFFICER DEDRiCK:V Iter;n\ 25 is a

9 | recommendation for approvai¢and acceptance of é donation of

10 | land from the Trust for Public Land of a porﬁion of what

311 | will be sovereign land at Bolinas Bay. )

12 COMMISSIONER ORDWAY: Motion. -
3 ACTING CHAIRPERSON RASMUSSEN: Any guzétlonsxon

314 | 252 25 is approved as presented.f 26.

15 EXECUTIVE OFFICER DEDRIJCK' This is an applicatidn

16 | by Portof;no-Cove Patlo Homes Assoc1atlon and Crocker -

17 Na*ional/Bank for the approval of an agreement ‘and consent - |
12! to encumbranc1ng to a lease at Huntlngton Harbor in ]
9 Buﬁcxngﬂon Beach.
20 \Q‘OMHISSIONER CRDWAY : M(:ot:i.c;rle / ~

21 ACTING CHAIRPERSON RASMUSSFN: Any gaestions on 26? 4
22} 26 is approved as presented. | ‘
23 27 is off calendar. 28, please. | é
24 EXECUTIVE OFFICER DEDR1CK: 28 is the approval of

25 | the eighth modification to the 85-86 Plan and Budget,

PETERS SHORTHAND REPORTING CORPORATION
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Mr. Thompson, Moose Thompson, is here. This is the
revenue projections from the Long Beach Unit for this
year. If you would lige Mg: Thompson to speak to that,
I'm sure he,would be happy to do go. There are sgeveral
Long Beach items in a row, and you may want him to speak
to several of those.

v ACTING CHATRPERSON RASMUSSEN: Yes. i think
we'd appieciate hearing from Mr. ‘Thompson.

MR. THOMPSOH: The Calendar Ttem 28 is a
reporting through Marck and not really very germane riéht
now because of the things that happened in April. So,

Ait's kin& of a factual deal; and if you~want to act 6n
-28, there;s really nothing to say about that, because --
COMMISSIONER ORDWAY: Motion.
 ACTING CHAIRPERSON RASMUSSE: Thank you. It's
been moved. Any questions on 29? Or 28. 28 is

épproved as presented.

Item 29.

MR. THOMPSON: 29 is trying to yet some things

finished iﬁ this year's business without having toicarry it |

over and modify thé ~ plan for next year. It's a small
plan modification that change some plans oh the type of
pump they wantrtq put in, and so we have to add it to the
plan and transfer roughly over -- about a hundred thousand
. dollars between funds. We'd like your approvﬁlrto get the

project gcing.

PETERS SHORTHAND REPORTING CORPORATION
2433 AMERICAN AIVER DRIVE, SUITE A
SACRAMENTO, CALIFORNIA 95625
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7 COMMISSIONER ORDWAY: Motiéﬁ. ’ .
ACTING CHAIRPERSON RASMUSSEN: Questions on 29?
29 is approved as presented.
Item 30.
MR. THOMPSON: TItem 30, this is to follow up
on the action that was recommended in'which,yqu adopted
in April on accepting the plan and budéet for the Long -

Beach Unit, and because of the timing, it was not very

meaningful. But it was adbpted, and we're bringing it back

for some*modification. This is the'modifications agreed
to between the staffs of the City of Long Beach and our-
selves and the City Council of Long Beach has adopted this,

And basically, whﬁt it does,rit reduces the 7
plan and budget that had $187 million down to $147 million.
This reflects the dramatfé ch&ﬁge in oil prices that we;;
on. You cén again see in the faf right (indicating) of
that exhibit, tﬁat shows on a.dollar-pgrébarrel basis
what‘s happened to oil prices. You can see the drastic‘
change‘ﬁhere. You caﬁ also sees in_bléck yhat the cost in
the pwéé has been at dollars pé} ba:rélfgnd the four lines
below are what our Pnﬁedxﬂ'cosfs would be under this first
modificaticn of plan and budget. |

The one on the -- (indicating) translétés those
into dollars per month. As part of’this particular cost-

cutting operation, this was covered in ﬁhe modification of

PETERS SHORTHAND REPORTING CORPORATION

3433 AMERICAN RIVER DRIVE, SUTE A
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] the last one, we shut in high cut uells that would not pty

\that much. So, thls has been a questlon of following up
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the cost of producing the wele.i This resulted in an
0ix rate)drop. But, as you can see, we're saving $40
million in the next budget. Why,yvou translate that into
0il, that's the equivaient of.a $10 barrel of oil, that's

4 million barrels of oii, and we' re certalnly not 1051ng

on the &r@;tlng rig reductlon that was in the seventh
modificatioA; We're down to two rigs“fo; this year.

There are also re@uctions in the electrical power
usage éﬁg every other way weeca; find cost reductions in thel
unit, so you can s¢e the p:ofit margin in the original)  area.

ACTING CHAIRPERSON RASMUSSEN: Thank you. Are
thore any guestions?

'_éoumssmnin"onnw;m:1 Motion.

ACTING Ci. LRPERSON RASMUSS"’N' Item 30 has been .
moved and is approved .as presented.

Item 31.

EXECUTIVE CFFICER DEDRICK: Moose, would you
continue this? This is the subsidence item that I'm sure
you'd like to séeak to that for the record.

MR. Tﬁoupsont‘ We settled out the subsidence costs
with the City of Lohg Beach quite a few years baek. The
only thing that wasflegt in that agreement was thatywe

would approve their running their annual -~- semi-annual; I'u+

PETERS SHORTHAND REPORTING COCRPORATION
3433 AMERICAN RIVER DRIVE. SUTE A
SACRAMENTO, CALIFORNIA 55825
TELEPHONZ (916) 572-0004
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éorry -=- benchmark surveys té see that there‘is no

subsidence.” And this is merely prior approval for them

to 1ncur those costs. | = 7
CCMMISSIONER ORDWAY: :isng Beach is not mo?ing@

\\\\ N
I assume? i N

_ | AR. THOMPSON: If is fluctuating up and down, as
does all earth surfaces. Ard they go through this
periodicaily, and then we report to you twice a year on the
results of those surveys. : N

COMMISSIONEK ORDWAY' M=tion.

ACTING CHAIRPERSGN Rasnusszu- Item 31 has been
moved. Areftnere any questlons? ‘31 is approved as ¢
presented.

- Item 32. ’ A

EXECUTIVE o&rzcﬁn~azunlcx% \Itém 32 is the
approval of issuance of a negotiated oil and gas lease at
White Slbugh in the Delta. 1It's a neg&tiated eaﬁe‘becauia
the access of the operator -- the applicant is the only
person whgﬁcan have access to the glough because cf this
property.r . i

COMMISSIONER ORDWAY: Motion.

ACTING CHAIRPERSON KASMUSSEN: Any questions on

~ Item 32?2 Item 32 is approved as presented.

Item 33. -

EXECUTIVE OFFICER DEDRICK: Item 33 -- fhere is no

PETERS SHCRTHANC REPCRTING CORPORATION
3433 AMERICAN RIVER DRIVE, SUITE A
SACRAMENTO, SALIFORNIA 95825
TELEPHONE (916) 472-900¢
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] appropriate time to do that. And also, staff is not at

12

calendar item. And the :éacon 1 left it on the calendar
was for purposes of discussion. Thiqris the general
question of royalty oil, crude oil sales that the State -
we've been very successful in making until the cil price
problem arose. E ' |

I asked Mcoose to give you a rundown on what is
going on in the oil business. I thought tﬁll vould be an

this time roeonn-ndiag :@gnlﬁy oil srude sales, and I folt
1t was ilpottlnt that you should know the reasons fof our
making a recommsndation of thas ii!fa It gcu»waﬂld lfjtan
to Mr. 'rhanpnonqm 1% wmm fe, -

RC?IEG CﬁiIRPERSQN Bﬂﬂﬂﬂﬂiil% Mr. Thompson?

MR. THOMPSON: I think wa've reported back to you
the problem we had with our sell-off contractors; many of

them have turned tiie 0il back to-us. Most oi them have -

agreed to either paying the bonus‘even though they're not
taking the oil. One or two of the others were in &éfault,
The p:ohlém is that we ha;e bonus bidding above posted
prices. The spot market is lower than posted prices;
therefore, the sell-off purchaséf is at a disadvantage of
having tc pay posted §ri¢¢ plus a bonué when the actual
market for the oil ics below posted gxice.

Our leases also vary in ouriability to take this

oil. They vary from demand to take and give back. So,

PETERS SHORTHAND REPORTING CORPORATION

3433 AMERICAN RIVER DRIVE, SUTE A
SACHAMENTO, CALIFORNIA 55625
TELEPHONE (918) 972-0004
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what we're doing is ~eviewing aach seli-off contract as
it comes up to é te.. «nation d@ti.horl.i if ic has a long
ﬁadvance not1ce. We would like to get out and see if thare
is a s1tuat10n where we can get a bonus bid. Our review of |
the situx-ion right now is that ve dbn't think so. Spot
_markets are still below. ﬂé | acﬁn&lly are ph}hically .
receiving less than posted prices on !oiivleases.

Mexico is ;utting a lot of oil cn the market
‘at arounc eight to elght and 2 half dollars a barrel.
The futures market is all below $13 for much hirhcr
crude. OPEC 1§\meeting £ight ro¥. And if some great
. miracle nappéhs>over there -- maybe the prices will
change -- but the general consansus is they're going to stay
pretty much wher‘ hey are.

We would 11ke to continuc unﬂaq our particular-

e

insight on the market to see if thwm lﬁh& prices come up.
If they do, we'll come back month hy'noqyﬂ and ask for yourk'
approval té allow the sales. ;& A

Right now, we're sorry, Eﬁt}y&‘dun't see that Qu
can go out and get pdstid price glnc—lti&nul bid in any
bidding situation. So we don't weht tO amk p.eplt to bid . b
on somethiny in which we'll get i.ﬁﬁiﬂﬂi bids. ;ad you'll

k//

negative blddinq going on, m e &5 Bet mﬁ you go

for.
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~ ACTING CHAIRPERSON RASMUSSEN: All right.  Thank
you; Any qﬁestions?
EXECUTIVE CFFICER DEDRICX: Thers's no action

regquired. I just wanteﬁéQOu to be understanding what was

R
o

going on.
- ACTING CHAIRPERSON RASMUSSEN: Item 34.

EXECUTIVE OFFICER DEDRICK: ZItem 34 is a crude
0il .sales contract to Macmillan Rﬁng Free 0il Company in
the Long Beach area.

COHMISSIQNER ORDWAY: Motion.

ACTING CHAIRPERSON RASMUSSEN: Item 34 has been
moved. Are there any questions? :

Iteﬁ 34 is approved as presented. Item 35.

EXECUTIVE OFFICER DEDRICK: Mr. Hight will do
the legal aspects.

MR. HIGHT: Item 35 is the authorizaﬁion to --

COMMISSIONER ORDWAY: Would you.move closer to the

» mike?

MR. HIGHT: Item 35 °is the authorization to enter

into a title settlement in San Rafael. The State will be

recéiving $102,000.

COMMISSIONER ORDWAY: Motion.

>

ACTING CHAIRPERSON RASMUSSEN: Any questions on
Item 357 Item 35 is approved as presented.

Item 36.

PETERS SHORTHAND REPORTING CORPORATION

| 3433 AMERICAN S.VER DRIVE. SUITE A
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MR. HIGHT: 36 is the authorization;to enter into
a title settlement at'Redwood city.» And the State will be
rece1v1ng a percentage of the ultimate condemnat ion

award. We've agreed to what the Stgte - interest is and
we will receive a percentage of that condemnation award.

_ f‘COMMISSIONQn ORDWAY; Mction.

ACTING csa?npﬁnsog.agsnuﬁssn= any questions on -

W\

Item 36? 36 is approved.as presented.

-

i

Ttem 37. e
_ EXECUTIVE OFFICER DEDEICK: Item 37 is a request

by the :tafﬁqfo -~ for authorizatfﬁn ‘to circuidte a.
prnliminary/report on dredging policiea on State lands.

ACTING CHAIRPERSON nasnussnn- Questions on 37?
37 is\epproved~as presented.

" Item 387 '
EXECUTIVE OFFICER DEDRICK: Item 38 is a request

by staff to authorize the executian of a contract with the

cOnﬁroller s Office to provide investigative and enforcementy

services to the State Lands Commission for lands under our |

jurisdiction. p ﬂ
ACTING cuampsnsou RASMUSSEN: Any questions on |
387 “ B
&mxss:om%n CRDWAY : m.th.tn the hudget?
’Ex..cu'rxvz OFFICER DEDRICK- meg. -

4 -

MR. STEVENS: We'd like to particularly eidorse  {

SR

- PETERS SHORTKAND REPORTING CORPORATION -
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this. It's needed and it would help our enforcement and

‘surveillance greatly.

ACTING CHAIRPERSON RASMUSSEN: Thank you,

Mr. Stevens. Even though I'm not voting, it should be

/

“noted that 1 wouldn‘t vote on this anjway, since it's

J

one from our atflce, right? _
. Item 3t is approved islg:elented.
Item 39. ' -
EXECUTIVE OFFICER DEDRICK: This is a request

for authorization to enter into a contract between the

COmm1831on staff and the COunty of(Sacrauénxo to clean up K‘,

énd do some snag removal work in the Amq;ican River. It
kis budgeted. )

COMMISSIONER ORDWAY: Motion..

A ACTING CHAIRPERSON RASMUSSH&: Questions on 39?7

39 is apprdQé& as presented. Is ther: any other business
to come before ﬁhe Commission? 7

EXECUTIVE OFFICER Lﬂnﬁ%ex: No further busineés,
Commissioners. : | ,

ACTING CHAIRPERSON RASMUSSEN: All right. Thank
you very much. The meeting is adjourned. A
CThq;eupog}the meeting w&ikadjenrﬁéaJ)
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I'furtber cértify thaé’l am not of counsel or
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interested in the outsone of said meetfng.
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