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3l CHAIRMAN FLOURNOY: The meeting of the State ,;/

& Egnds CQmmlssion w;ll come;to order. In~ terms ef the ¢ &

N g & - "}/ .

5 normallprocedure, we w111 try tc>dispose of those items N

B R ) :

“ 6 about which there 1s no request from apyone to address- the ’

7 Comm1ssaon and bypass the ones for:dlscuSSLOnuuntll the: °

8 end,of the calendar. Unless there is. some d15cuss:on orf ) .

9 obJection the mlnutes will be confirmed of the 1ast meesing )

6 T f

10| of November 21. Hegr}ng ,o e, s0. ordered o o
11 ; Item number %, N "germlts, easementsﬁ and rlghts-of-ygr

- » oo {;7 .5 g LI \ : b‘;

12 way granted to thegpubllc aéa%other acenc1es at no fee, A
"3’upursuant to statutes;; 5‘22' B : ‘*_ ) ;
el c,; }e have ;hree 1t§ms, and - now if>anyone w13hes to ) Sy

’ - A S s ;

15 talk to any one of%thoseror if there is some obJection or o

|s¢ynlscussion? N . g I -

P 3 s D] . Yy 2 . \ - : < ‘
17| They will be approved ?s indi ated. ‘ e
wloL Number 5. "Permits, easements, ledSes and rights- -

- ¢ - = o
19 of-way issuéd pursuant to statutes and establlshed rental Z;
= 20 'pollc1es 6f the CommlS51on. It is my understanding ‘that o
21 -tbere is no one who wants to addrggg;themseléésﬁto Item 5B, ' ;
o 9 ' ~ ° 1

22 { b, Eor F. We will skip DA and 5C '"for later. %% there ‘any o Qs
23 questlons ou Items 5B, D, E- and F? If not ﬁhesejitems'wilffn' k
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f B ;Eong Beach. A; B, C, D, E, F. I have : notation at thea ° ;
' : ’,j Chair that no one w1shes to address themselves fo any or K
7 o o © |
- 10 tnosé 1tems. Unlessefhere is some dlscuss1on or obJection ‘

-: N = n »those items w111 ;e‘approved as 11dicated e
2. 12 & ] Hearing gdone; 1tais so ordered -
S 13 | . Item number 8. A and B. o T e Ee )
= "7 14 MR -GIADIahr Mr Chan?man we have had a - =
;. - 15 conS1derable amount of corresoindence on Ttem 8A. ,
6 CHAIRMAN FLOURNOY' _Okay. We wiu}put that over. .
i ‘°1 ’ lii i -, MR GLADISH: It would Hb valuaﬁié for you to <
‘ ‘ 1& fauthorize the staff to hold a public hearing to receive O
/ 19 cogments on the draft pr1or‘to formal action by the’ -
s 20 | Commission and j § request that you ‘authorize that.;ﬁ\
%' - 21 CHAIRMAN FLOURNOY“ Instead of- approulng i;fzwegE
: ’ézl' authorlze a hearlng on Item 8A? 1Is that what you are'
;,za_ suggest1ng7 » -
8 | MR, GLADISH: Yes, Mr. Chairman. et
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" Stztewide. ” I understand. there is no one w1shing to -’

' adgress'h;gselfkto Item 64 We will skip 6B.~ Unless there

 as iadicated. A 7 . o0 © ¢

Item number 6. Energy and Mineral Resoorces -

is some discussion or objeqtionrltem 6A will;be approved 3

Hearing none, it is so ordered
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: regulation in this instance and in lieu of adopting sn

obJection that will be approved as indicated on the

- oy

hesr"ing instead of approving it. O“» Yo i » |
1. = It is so ordereo. \“ i ST S
Item 8B. No problem with that" e

o

o MRy GLADISH- Mr. Chair‘ilen, yes.

indications Gof some iegal problems with adopting an emergenc

o

emergency regulation, we reqaest your authorization to

g:'ile a notice under the Administrative Pt@ﬂedures Aet £o.
promulgate regulations and the forms are attached to- the

minutes, - This ,éwould 80 &hrougg the normal procedure.

(A4n

Wll g0 authorize the

s

some "discussion ‘of«-that c

normal procedime._ " S B . 9
- l!‘earing none ,...it is \&oiord.,red. o \

—'Item number 9<~ Annexation of Tide and Submerged

Lands. “I have no indication of anygne wishing to%address

hinself to. thtt* mtter,, If there it no, digcussion of it

- or objecti"on;*it will be approved ‘as indicated.; Lo Lo
0 - Hearing non'e:* it is so. ordered. M/ : »‘.'

Retrocession of Exclusive

%:Nem number 10
%urisdietion. 'I'he aame situation. \ss there is r;ame

2. o .
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t is some discussion or objection they will ‘be- approved as

' report on- under 3 on the ca1endar’ »

1 had the right to bill<0ctober 25 to February 21 of this
‘ year .at_the exemption price, amount.i
- in court been’ feund “to be—wanting in that regard and

aftherefore weqfave to refund=those,amounts.° A11 of the othér .”‘(

indicated
wHearing none, it is so ordered
Skip 12 ‘and 13..
you had a couple of items Ht. Gladish that you'wanted ‘to |

o™ -

i MR, GLADISH.> Yes Mr. Chairman.

I =

the meetingvlast month Irindicated to ‘you that we would

As follow-up to

) submit to the Commiss1on at this time a critique of the »

B

We have subsequently

Well now we wi11 go back. Knd .

report of the Auditor General regarding trespass. And at - &
this time 1'd 1ike to submit that report fon the Fecord. , ;
In addition, Mr. ﬁ?ékrééiéék, as Assistlnt.Executive Officer,f;”;‘
has<a<report and a request for a'resolution regarding back - %
‘paymept, or; pagment due“in regards to over. payment from 1 hﬁg
Standard Oir on the pricing dispute weAuad earlier’ this'\ ?ﬂ
: 'year. el d call M. Golden.. o~’ BRI R f.;x': :t'ﬁ
n: MR. GOLb “This 1tem is the supplemental | o &’i
j calendar item at. the’ end of'the calendar and it 18 strictly f
.a cla;ificatton‘of,yourupolicy. Ve understood that on E ’_f
August 29‘We Tere talking about all of the oil companies’ B
 who had paid under protest, and on the assumption that we
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- p:otest amounts went forward pursuant to your resolution ‘of %

3

- MR, coumn- Ihey have at. this time, and the: -

oi.l companies but Standard paid under p"otest and those 70'4,

August 29. Ve fmd how%ver, that where the. case of U

‘ Standard 0il, they dld tiot pay under protest and they “_

O“

agreed w:Lth our 1nterpretation of the law , and thereforer

;thewza are cauz—,ht. We have to go through the procedure u:[th

t‘he State Bomrd of COntrol- That requires that that 13

done with the approval of the State Lands Comissionv aud 4

that real iy is the technical we are asking for approval of

>
LD aﬂ-‘ T A

taiay. We. are treating them the same. P, ‘“’P

. " CHATRMAN FLOURNOY: That: “1a-Item 14 o; the -~ /i
calendar‘* T ) ’* _qn M =
o /..HRﬂ,x GOI;DEN' Right. A o Ub:; -
2 ’} CHAIRHA& FLGURNOY'; Is there any di.scussien of
that Item JA with regard o, approving” They showed N
prudence in"tgree;hg w:.th us. S - T s )

‘MR. ORR Well 1! d 1ike to be sure I understand.

T R Pl J: . "J.as! : Loawd
3

'l:hey m.ll apply for a refund through the State Board of 3 V

Contrdi?» o EAP RNt SR FEREE SRS S ,
> HR sommr- They—have. N
R s 7 AT e
, MR ORR" They have at this time" T A
ST T ; L

State B“oards of Contrel went forward on my autnorization

b‘écause, a8, T undex:stﬁod the policy, it was. to refund these
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if we Just left d:hem off the l:lst because Standardogas n)&
undero protesﬁt. 'l‘hls is to clarify that they are being |

yl treated no different than any cF the other companiesﬁo

did give.aih ong-tlﬁ's‘ basigs 3’ ; '4 ; . e ""f ; ‘
“ ’ C?AIWN FLOILRT@OW; 1 }ere any\ furt’her discussion :
on that matter? i T 3 R T .
:"~ ~Keari§g non’e{ ;ve Sherllv ratify your actmn. -
: ot ’}iR TG?bEDEN' : i-iiaﬁic you. oo i o

anmqugFLoURmY 1 wonder us the = the repert

o

gtigue is. submitted, bI take it

P SN .

: ‘H"’J"-; *~»““‘"§~"P e am-ea% e 23 =* ' : :
R CHAIRMAN FLOURNOY' B’ell 1et & get on to item 63 &
B ,\ % :‘{_,' 1 AR s

MR.GLADIS}L Mr Chairman, :his 1s an appl:lcati‘ef

=

- for the resumption of drilling operations on State 0:!.1 and
Gas I.eases known as PRC 3120 and PRC 3241. in the Santa

Barbara Chaunel Hr Everitts is. now moving to the wal‘l o

and will point out the locat:lon of these lease, applicati!ons

. These leases were issued in 1964 and 1965 for a

ok e

total cash bonus in- excess oﬁ 4 m:!.ll:.on Agllars. Productioa
to-date from these leases is more than 8 milhon harrels

o*’ oil and 8-1!2 billio“n cubic teet of gas. ’Total royalty

L=

B2 )
greceived b the State to-date has been abog*f 10 mil‘li.on
dollars. o R
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' thaﬁ in addit1onatg certainwredrflhing and recompletion of

>
P .()s J‘

the éxisting 13 wells, 17 pEW'wells would beerilled trom

L

rﬁ~"Holly" | Productlon 1s esttma{ed to be increased from tbe h

o

present 3 000‘barféls per day to approximately 20 000 k:,;tf‘

'ngrrels per day‘wifh State revenue 1ncreased by’$100 000

@ ©

&

fthe lessee Obtainrng approvals for necessary modificationsjif‘

[eh

- to onshore d£1 and gas prOCESSLDg facilities. However, in ;;r
gs«f.

o / ] ° o E

el

wlnterim development program. This partial program would c‘;

1nvolveﬁ€he initial drillina of 8 to 10 new wellg a reduced
. //

Q

’ f‘hin 20 000 barrels per day),'refnjection ofDMbnterey gas

at Platfbrm Hblly, and u&e of exlsting onshore facilit{e&}ﬁmrf

=5

Such a partial programnwould’reduce,Stateprevenue to about

.

SN "‘ S - - "" o

$50 000 per day.a - ﬁ‘ :51 ST : ;v;“_ . ;\f

e o ST LA el
B & Because this pro;ect 1n"olvedvtheodeve109ment of

3 e

= ‘r

-arreservoir which\mayﬁfupon expanded drillingq iead,te a-ui?'w
i % L [T R N
srgnrflcantly larger productive limit\ thi /%, 2;; ’ ]:':e~j

‘¢
[<'s]

leasesvfrom~tne ex1st1ng Platform "Holly“ It 1s anticipateaflﬁ p

per~day attthe heighth of rhls‘productlon. It~shou1d‘be ';; :

the event “ﬂﬂ/fapprovals cannot be obtained or arc MR

delayed the lessee is prepared to implement a partial $”j3“”

& /’:\\?‘ e LY '

‘rate of Honte;z§§31£\* oduction (12 000 barrelg\ber day rathei'f
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“ from concerned un{is of Ri:he ResOurces Agency. The report
° EE u x \ <'i,'<_\

Jl,

w-as processed in accordame ,wi'th the ?State Gui:le(l}ines cand

CEGA. , On Sept*eqiber 21,° 1974
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SEPAT
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Tid

f:u:m, dnoer the direction @f the Biv;l.sion staff with advice |

e
B

e

NG T e L vl

¢ ol
hearing was - h_eld in SO

P & ,.; g _Mf/‘ . & o ﬂ
6 | Sauta ia dara for the pm:pose of iving coments on the .
1 draft ré ‘)’ox:t:O and ‘11(", nts: lfere tensideredﬁ and ince \gﬁgte
8] into t ge final environm‘ental 1mpar/t ieport f, és
co| 7 " wr:ghairman, atsthis c% e, I would. like to call on
|o Mi: - Don Evera.tte to sumnﬂie“\:h EIR and describe the :
l:conta;nmeni and ‘euttailnrenf plans. A the close Lof hisf‘ v
12 f presentation: f;aill conclude wi th mmrecomendation. ‘v f;
13 L MK, EVERITTS. This foutteen hnndred /page ST
iuo' Env:u:onmental Impact Repott is . even bigge*—t‘nan Gaul
ts because if I remember my I.atin, 811 of <Gm:l was divided ;
“16 | mto three partSP and this is divided into five par)tgs.\ The*
47 r:/E/ive: parts eonﬂern geotechnical items meteorological
i of it, terrnes‘ltr:.al biology, merine biology, and the sm:i-%ﬂeD
19 environment. ’l‘he J:eport addrnssea the proposed development
20 | | prog'zam w:.th an emphasis on base line envirom'-ental ; O»
-2t condlt:.ons at thb prOJect site, s:.gnificant environmental o n
ﬂzz;” impacts should the progr%m be implementeﬂ » and miﬁigatit;gj';
3 measures planne&wfol}' adverse 1@“??_" o ;‘ o
24 ‘Other fnagor consider%etions ineluded
23 i"ncludev (amlternatives of the proposed pro;; eet and growthks
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. 6 e e - ) sy

M




e e T e T
N - N qm R & T S a o . S
= o o 7 ‘? _° - - \ o T
" "3 p - - . — " g
N v ° < ) "
. . v # 4 o e
% © . ! et : . N 7 .
i.nduc:mg 1mpacts. ~The scope of‘ he mvestlgation ,ﬁon
- i3] o WE O

»ﬂﬁ*’ N PRCREAPS

T report mch.ded a thoreugh 1 iterature search along with

some limited’ tiél‘a"‘aurveys to establ:.sh base line Ea
e ¢ nik; %‘. P o o
env1ronmeni,al condi.tions onsho: e gnd offshore in the project
3 t . . ) .; - 7' ;\\‘ ;" ’7-: . . S
Y area. -, ',; s, ' :' PR oy Bile e :‘_ E - o i
. " - 3 s7 . 8o, 4 =

>

TH R
‘?‘o.w(;j‘,“, A S SRR

The env1ronmenta,1 impacts assocmted wu:h hew

o

; ; drxlliné Qo;; ?Ial‘.:o;e Holly were 3 then assessedr atf the ge ', 7

f T regionai and local 1eve1;s The potent:lally sign\jficant -

h : oadverse :hnpac::s isioe%etnd w:.i:h tﬁ“; vgpgﬁggétqere grouped .

| Q Gf”w | ;iﬁt“d ’thr\ee are%s the ph;ys i.cel bio]«b’gsig?‘l}? fffd the social -

Lo a'“; environment,* Isa.thin J:hose areas, theepotentielly significantf -

- - 2l adverse impae*-s fall into categorieq d;nc].udmg geologic )

e m “ hazards, aiz.' emissionf trafﬂc and3 the :hnpac%: resulting i

'Y from possible ofl ﬁulls. R R A

‘ |5 e Beneﬁeial in'.,pacts primarily related to the \“; ‘

‘L ;.: ;5 ! mintenance 4,;nd greservation of open space” at the pro_-,eet :

E ERE i:l:e and .to ‘the. increased productiom 5f >oil, -g&s ana otherk h

EOD "'r 4o Il i petrolemn produc ts t:hat could resn“ltxshould the 'fprogram

| 2(9 be implemented. 0 0 . TO U - \ ae ) | @D :
Pt zg o l‘he revenues that éould acef’ue to’ thef county and

State are a benefxc:lal 1mpact as weIl as those tupacts which

| cag\re \ulj: from addyitional enployment and the lo‘cal spend Bg

)

5
— . == «

of wages and sa]aries\ : : S

a




S
) °
Y
P it
5
L
3
. =
& :
R

RS R LT T IR - M
LR R e T, ° 3
B | 1nvoi§/e The usé€ of appropt:.%te eafety eqni.pment during R j
-2 dri lling proouctfon phases and strlct compl:.ance wu:h gi/ K‘*:x ; ;11_,
. 3‘9 al;):lmable St?.te codes and regul’ationsﬁy vhi.ch are now the: \\ : ;\vé
Y ¥ /ost s..ringent ifn:‘il'le, :ﬂorld. i a;{é L = L S Y D ;
5| In additign to ‘imiiosed requirements for well o
6 4 casmg, 'blowout p;event‘:lon, dr:.Lli.ng mud: programs and i
- k) f.;cility 1nspections, .eft cetera, spec:.al training progﬁ,amsA ;
o ] for drilling persomel have been establishedf and wh:lch 7., ’ . %
9 iriciﬂentally have been }attended by some of cthe State Lancls : 5
J‘ ;_lo’ Co:nnis.sion Stafﬁ Just reeentlyj Other potential-impacts . }' . g
"l 1nv01ving e:niss:‘xons r.O the: environment such as noise ‘ i i
. 12 airpollution, et cetera, ;till be- mitlgated whenever ' ﬁ\n \4%‘
° 13 possible through the care}:'ul selection of tanker and ta"”}t-; i | ’é
l;o(‘/ truck rftt/“‘s\the kind \Operatim}s, the moni.toring and //, :;;
= ;:l:»s modificxl \tvemiss ions \ources and. by: compliance with 4 ;‘i
lls all- apph.cable local and International Maritime safety o e
17 na\z;lgatlon regulatm«—) L c ';f‘ L - ,
I | I just stated that special enphans on’ m:t:.gatiovﬁ

the pust however that the best efforts still

'thnre may ’be some oil on the water. Plans must be made ;4 £y .
w_.

s} conting

of oil spills has been' wr:ltten into the report.f Tshis does

not mean that we antlcipate oil Spills. »‘we have. said m

c,,

ﬁ!

environnent of such poss ibility. 'rhere is therefore a
N
ency pla\},ﬁohich 15 ?art of tﬁls Environmental Iup,_acﬂ: «e.

P IR

R = = = 2F 3 L
N - - L aaes
= 2 JES
: Ce
= o VT
J L g
@ = ]
= -
= =
) = =
5 “ i




L

Yo

Report. It 1s 2 plan _d .i.g ed to provide an outlme of

94

appropriate acti,}on to be taken 1.n event of a sp:Ell.w'

LETN 3

L ‘5 % ‘I’f-'dis )usses .tﬁer:tniiial*‘ hbatement of an’ incident,

ERR I
4* -

n—it diﬁ‘cnrsses rre orting methoid anarr‘:.t discussé » tainmentw.,t

g

ties i.n to the oil

» and contammentyb';oﬂ sp117 ed,} ani

9P111 °°"°P thisawﬁs in the area, Clean Seas R "'i

13 a

'Incorporated ST AR NSRS

1 TV - In addit:.on, d}n:ing Vgthe dnill:Lng of a well

'&7

£

N e A -—,; 3, j ' . I 2
9 uf*certafn- operations are conducted wh1ch offer a grei“"ter than, E
normal chance’ “for a pollutfon moi.dent._ Remote as thatlu ‘ “!’% “a

@

poss:lb:.lity may be, a cr1t1cafoperation ano curtailment =

plan has been prepared for the conduct. of sgg‘:fo‘ifation;é

The plan lists ;nany cri.ti.cal operations. ngx ]mde ksuch_:

pertinent 1tems as - the facf that they will oot ;tart a ne
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: ' 8 obtained £from the necessary govermnental authorities in aQ
: ) e mannero Whlch w1ll allow ‘this facilzty to be financed t .;
o= 1A ‘16 \ satisfactorily, gas could ben available from that . f‘!Ci].lty
t‘p 3 S O B . = “.5
. " N ?to uout:hern California by 1979 - N :07 ~
e e 5 ,} e e o o
of’ q 'J_u’ . g Anot'her proJect of . m_]or iu;portance involves e
S e TR T : ’ g N .
R SN | | potent1a1 gas supplies frum the North Siope - of }Llaoka Q»;.)ﬁ
‘ A‘.,Q N T northern Canada. Oné of our corporate? affiliates is'a
7 O M o= o °
X . 15 merﬂber of the chtic Gas group Wthh is seeking Canadian
< S S ¢ & -1
16| and United States regulatory authority forﬂa pipeh.ne frou; el
A= N
o - -/]1 &laska 's Pradhoe ‘Bay 1 Field throuah Canaﬂ s McKenzie River
g .
o 18 Valley to supply markets in eastern Canada and the United
©o- o« 5 ” ) : o
5 Q’@ 19 States. oGas from this project is not: e‘:pected until 19 {9
. N E Dr T ¢ - .
. T 20 at ‘the earliest. ° e
A - 2 T An eafflliated company is also part;cx.gatmg in
57 . 22 ahother consorfium,fthe Polar Gas Group, Ewhich is- mnking
PR I 23 Qeliminaryz p]ans *O@lpeline Artic Is]ands Qas to eastern '
: « %J ‘\:- R e © »9 \k o0 D e Q % ° ’
o Py Ce 228 Canada and' Unit€d. States markets. The Jd@BO\ s are the
o s, & 0'.;» i e € :
g ° o 28 oearhest we can wexpect t o S ey
,.D Q@ ’ 5, e e = L v = 24 OCJ . ?
(““i:v‘,u; " f R "5" ,.{ ? > I .
[ 2] 4 P = : X - et 7 - N
’ g I g # el iy - B
=y Q . “J i e g / - B O’,
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T Umthe e o e g
lky : Yetrrtanot‘ner' affi;iiite, ;the' :Pacifiﬁfklagka LNG - ‘
; w0 gt “Company, has 1ong been active in socuth Alaska n gotiating BT 1
\) e e s for sutficient reserves to euppo%rt a liauefied natm:al 3 : 1
: | 4 gas orof]oct from that area’ ‘We are hopmg for these 1
U > Qs : s ?supprlies to come “\-\i by 1979. . T B i
- 6 Other Pacific Lighting conpam.es are ateq’ting e
{;) B 71 to obtam supplies to support an\&l..NG pro;)ect in Indonesia, N
| 8 | and we‘are also investigating ~the EOSSlbillty of developing J
9 "sufficaient gas_reserves :m Sout"l American locations to(_;n-a»r‘p' “V““‘ ,O;
a . 10| support snn].loaf prOJects. . O"’ . : ,,, A. : :
. B 11 " ) “Now, ‘with i:hat background let me address th\e two° . “f
li matters which S mentionedearlier im my-staten,Te/nt' AR:;O 8 ;
o ‘ 13 proposed development plan i’or the South Ellwood Offshore i g
L G LLE 0il Field and Exxon s proposal relatmg to the Santa Ynez ;
t 15 Field. . ‘In the case: of ARCO s proposal,%the propcsed deyelop- '
39160 _ment will; by ARCO s estifxr/ates, 1ncrease its ab:l.lity to |
r : '” produce natural gas from that field in vclumes thﬁt are“ . \ -
18 | now neg11g1b1e to in excess of 7 bJ.llion ‘cubic feet p;;r B |
19 yea»r as early as 1976.. I can't emphasize too st:rongly the g ,
) 20 1mportance to the Gas Company of obtain f.ng additionmal | | B
o 21 ‘suppliea of gas in that time frame. ~As I men*'ioned thé ra A3
- .22 long term.proj ects we are attempting to develop arge all (;
, ’ j ‘,,zﬁ gomg to take a substantial period of time before deliveries ) J
. O 24 :ucan commence under _any, of. them.$ The ability to get . : é
o . ‘;_'zs mcreased local gas produet’ior; ear.uer is most important‘.‘ o «,3.?
L < @ S = : - e~ - o
|
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1 Wlth respect to ExxorL 's request relative to the’ Santa Yoez! ’
2 V_Um.t while it w111 not result in gas supplles as early : B
3\\ ,as r1976, st111 the ab111 y t(y ha"’f, aceess to 1ncreased s :g;%
5 4 loral product:.on from that area m/\a relai.ively early tiue ":i
’ 5 iorrame is likewise ve;:y\amportant‘, For these/reasons we are . |
‘66 b in"full support of the reques £s of both of” Hm\e\s/e/cﬁnpanies.‘ | |
;“1, - ) We undersx:ano the envxronmental concern r‘lating -
“ 8 to offshore dro:.]iluxg., e recognlze the need’ for appropriate )
c 9 safeguards, such that the deve10pments we are talking about
i 10 | can, be accomplishea *n an env1ronmenta11y safe mnner. We
L ¢! believe that this cau be done otheirwa.se,xwe WOuld not ‘ i :‘
12 »'VSupport thlS or any other proposal. ) T . A
13 | ‘ One fmal matter. I haveybeen talklng about - —f :
=14 supply. We also recogm.ze the need for conservatlon af
R [ epergy. Max:.mum conservatlon steps are absolutely essential. )
: 16 However, ian our valew even ‘these m.ll not. be suff:l.cient to
) ’ ”'Z/J" ﬁellmmate t’oe necessn.ty of developmg adz.tlonal supplies 7 .
- 187 to substltute for the depletlon of our ex:.stlng sources
o 19 | and to meet the growth and - demand for energ,r w 1ch will |
. .20 | exist even with maximum: conservatlon efforts., ‘A s . o b j
- 21 . In conclus:.on °.|.et me sumard.ze wn:h a few clearly 0 2\\04
« 22| Statfed pointS' (l) Southern Cal:.form;a ,:Ls an energy »short |
2y 'reglon, (2) alternatlve forms o£ energy w111 not solve the " 7 ﬂj
o ‘?‘2§ - needs of”*our domsta.c natural gas coasumers, (3) we feel 1
255 .that the drilllng proposed 1n ;these pro_]ects can be _D - i




g

P - i
i accompllshed 1n an env1ronmenta11y safe manner, @) addlt:l.onql i
2| supplies of gas are needea Just as soon as possﬂ:le in the ﬁ
3 Southern Callform.a arﬁa even Vflth conaerv"tlon erforts, 4 “1

) 4| and, (%) w1thout' Such gas suppl:.esv the economy cf,Southcelgaf 'é

5 Cau.form.a is severely jeopardized. AN e T §

fs‘L : ; Thank you, Mr. Chan:man for the 0pportunrty to ) ‘ : 3
7 appear here today. . : R i
sl o CHATRMAN FLOURNOY:. “Are th;exe( any questions of
ol Mr. cole? | R
10 : o Thank you very much Mr v.,ole. 1 th1nk next, i

1 | Mr. Gladlsh we' should probably call Mr: Cory even thOugh :

12 | he- isn't o~ ] ; ‘ o B

3 f ¢ ASSEMBLYMANU QCORY' T'ne exisfi:ing‘ crder is fine. :
1l . CHATRMAN FLOURNOY:  Okay. o - *

5 ; MR. GLADISH: Next on.the list, Mr. Chairman, is

V6 | Mr. A. Howard Hogue, Vice Pre51dent T:Ldewater Marine ;

- 17 Serv1ce of Santa Barbara. - A , o 4
£8 | “CHAIRMAN FLOURNOY 'What was the last name? ) ‘-%
19 MR GLADI}SH; Hogue, H-o-g-u- e,'k as I uﬁderstagd‘ « ‘

0| gl s S i

« 21 | MR, HO'GiIE: Hr. Chair‘r;:an, ‘members of ihe State

22 | Lands Comm15s1on my name is Howard Hogue and 1T have,heen
713 a res:.dent af Santa Barbara for approximately flfteen years. i 1

24 The aspec&:s*‘*of t’m; u:eng...'lee:c:Lng*am‘l the Env1ronmeuta1 ) Nt 4

: 25 _‘ Impact Keport w:.ll .be adequately covered and has already -
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| or just yourself?

OV o N AW

'neOd for hydrocarbon products or to dwell on the aafety or
'>expert;se ofcthe equipment: or 1nstallatlons, rather I would

‘like to take a few minutes to state that there is a large

touched on at heaflngs such as this are the effects that a

as Santa Barbara Councy employment.and taxation.

of

]
Ea S 3 @

been coVefed at this meetiog and I'would like to toﬁcﬁ
prlnclpally on the soc1a1 aspect and how that affects ,the
flora and fauna, w1th man‘belng probably the mosSt 1mportant

fauna that we have in Santa Barbara County. ) w

Idhke--__f‘ <

‘LIEUTENANT GOVERNOR HARMER: Mr. Hogue, could I

have a-clarificaticn?

Are you representing your company - _

MR. HOGUE: ﬁ& company, s$r, Tidewater Marine .

Services. The purpose of .my appearance at this meeting is

not to empha31ze the w1de1y recognized natlonal and local

, ) , o .
segment of working and business people in the Santa Barbara

County area who are v1ta11y 1nterested in an oug01ng nrogram 5

of safe aud orderly development of WEIL thought out and

de31gned offshore and onshore.petroleum oevelopment proJects.

&

Two pr1nc1pal areas that I feel ‘may not have been

I

peo sl A i
A P T kT

tien or—-increase-i ~a;;¢d:1111ng and prouact%eu ta—

the Santa Barbara Channel would. have<d1rectly‘on such areas

ML“

o T

Our company whlcb employs the largest number of

seag01ng pe0p1e in the Santa “Barbara Chanael in the operatlon

A o

7

=
D
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-inclu31ve.

3unemplovment.fiaureS'beﬁover 6%.

kd o o

of vessels for research and development and im support of

the oil industry has Suffere& the followino redﬁc;ion in

[

operatlons between the years 1968 and 1974

< . ' Our wages and, benefits have dropped.off 60%.

expendgtures for repalr and‘malntenanCe andﬁother sexvzcescr'

have droﬁped 67%. Material, goods aud,supp;ies‘purchasgs

= / ’

| are down over 80%.

On Moanday of thls weex I was adv1sed.by the state
unemployment oé}lce\tnat Santa Barnara County s estlmated
unemployment figure was 6.3% in the years 1570 th%ough 19?4
Pre51dent.rord has 1nd1cateu.tea ”§e\w38‘willing
to concede that the country was 1n,a.rece551on-should

In this centex Santa

14 )Barbara County has been 1u a.rece551on fbr the last’faur

years.* - B

- I was furthel adv1sed that Santa.Barbara Cocnty :

nas 2,600 fam111es on food stamps, and a 1-ecem: article in"

A
the=Santa Barbara NEWS Press 1nu1cated that so ‘many people
were pouring 1ntu~the food stamp center £o sign up under

the new, broader rederal provram.that 1t.nece551tated them‘f

&)

hav1n° to n;re a number of new employees to handlefthe

‘ 1ncreased -load. - f SRR AR s g

< = - Q’

In v1ew of these fﬁcts I can state categorlcally

Woa
&

that there,are aelarge'numbel of‘c1;12en% 1n~Santa Baxbara,"

) Coun,thhO'weuld be-most appreclatxve of neW‘ﬁobs and”a
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‘] would accrue in the'amouqt>5£ 8,500 barrels per day valued:

-

Y oil per day under fullﬂproﬁuctiﬂn;

cof $3OO GOO Based on the value of the new wells aud

"home owne S and’SmaIl,buclnessmen.

new flow of business income which would be created by the -

{ “orderly development of offshore oil in the Santa Barbara

o

Channel These JObS are peeded now.

nThe 17 wells that ARCO would llke to develop from -

)

their existing platform would. produce

Royaltysto ;he state

9

ét $10%55 per barrel under full production.wauld pour

& -

$89,675 per day"te the state Whlch. avnaaily”would amount

to $32,731, 375 new ificome which will not be taken‘away from -

anitbtﬁéilsource4orventity and which would provide much . .

‘needed employment on -a* 10ca1‘baszs at the same time.

El

In adiijition to royaltles paid -to the S*ate of

&

XCallfbrnla Santa Barbara Couuty nhlch.ls very much in need’

of new funds would see an increase in property taxrpayments

ﬂ,from ARCO from,$500 000 in 1973 to $800 000, an.lncrease

o

&
;\r&/
qqp;pmen; aqd'reSQrves, ‘This i§, property tax alone. Santa

3 a

uBérbhra,hé%ing‘veri‘little téxabIE industry, the only othé:

real source t6 raise this. kind’ of tax money—used by’the

i

County wotld bz to continue torlncrease either the tax. rate

or valuéé%gg/on ex1°t1ng personal property of 1ud1v1dual

-

%‘M T feel thav»thls Beard 1s unlquely equ;gped to

. e é
pass Judgment on ﬁhls questlon due to its 1ong exposure
) ) ' [~ o
. - Q- v .
. : .
& i s B

1?,000 barrels of new '

[&)
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‘to ' CHAIRMAN FLOURNOY:
P - © MR. GLADISH:

' 16| of correspondence to Hr.jGary Hart.

22 |- two of the speakers before me, I'd like to have ;gust a

23 bnef rEbUCtals if 1 may, e*xtemporaneously.

s 2 ! =

e}

and exper:fence with related i:roblems. "I fear any postpone-

ments will” result in loug delays detrimental to the State, >
Santa Baﬂrbara County and its people. ‘
: 1 hope these modest facts w111 eucourage you to
\g\lve favorable, conszx.derat:.on to some of the sahent facts
: re\lated to the increase 6f offshore <development in the

«-

Santa Barbara Channei at an early date.

8l coents to be included as in Sup}iort'of ‘Exxon's request

whlch also appexrs »on this same agenda. =

1 Ate there any questlons of Hr. @Iogue’

| '  Thank you very kKindly. = =

Mr. Chalrman, ‘next on the list:r‘ is

¢ =a”

: 14 A Barry Cappello City Attorney, Clty of Sants Barbabra. |

5 thl}eMr. Cagpello is coming up,” I will transmit two yxece# ;

One is from the coiin'ty

| Env:.ronmental Quallty Office and the other is from the

""'-Aa.ta Vista Cc:ommun:LtSr C'mm:ll =

Mr. OChalmaa and nembers of the -

z

20 | Commission, I am here to read a prepared Sstatement, but

-21 - having the problem of b'eiﬁ an attomey and llsteo:mg to °

G

2%l - Both Hr Hogue. andl!r Cole, *who 3poke befege

2s | g you, qust pmor to my” agpearance, have iuéicated the neea

gl i T

1 would like my \ <

Thank you very much Hr. Hogue._




) Y .{"} 8 :
: .3 ; t{ or the energy. The hearmg before you is whether the jd
- , 3 Environmental Impact Report is an adequate report, and érim: #
;f_';f? to the deelslon on Whether this Comm.ss:.on needs the energy, -
! rus and should approve the appllcatlon it mst ‘mske the decisioq i
. 5 f rst on whether the env1ronmenta1 :meaet of .this Pro;ject : 1» *
-7 | 6 ;}:_J,.:’_qbe 51gn1f1caet. T e | . §
B I " Now, Mr. Cole's remark‘ we feel, ‘raised the ;
J ) 3‘, question of the specter of unemployment and shottages.-, This | e ;
3 A9 - begs the questa.on. The couatry needs major energy conservatioo .
10 | . -eadershlp, The word is conservaticm? Now, if in faet: - | o
, ’ o,"i and I don t even begin to accept the :Eact % that the . 3 %

Public's s -appetite for energy is :msati.able, we should cm:b

o
)
(]

. ‘ §'|3, 'i:.hat appetite rather than feed it untll w2 run out of fo,od., . |
‘ - < 14 T O Now the City of Seanta Barbara has engaged a e
g ‘, 5| ‘consultant and I shail read his s;atement last, if I ma -—'W o
is .‘Jh:l.s name is Don McFarland - concernmg aspects of the EIR.V,;
17 frAnd I have glven cop:q.es to the Clm1551on. I believe you
1‘3‘5 have cop:.es o;E my prepared statement. L

9 o= j:j" . Gentlemen. I am A. Barry Cappello, i:he City

,‘
P

20 | Attorney for the C:.ty of Santa Barbara, I am here representi:tf,_’

R,

21 | the: C:.ty Counc11 on behalf of the City of Santa Barbara, to

e

P ‘ 22 oppose approval of the applicat:ton for the resumpt:.on of x
Q',, \> 0 23 dr1111ng operatlons in the South Ellwood offshore Oj.l Fleld ‘
| o 24 ' from Plat&zorm Hol]y.* ‘ue oppose this applicatlon because |
zs : adequate safecuards EO protec.t the env:u:omnem: have not g

0l
ry
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' complied with' the Environmental QuaI ity Act 1n "he prfpara—

o]

S

, dec1ded w1thout an.env1ronmenta1 dssessment., - that. new .

° Env1ronmenta1 Quality Act which requires that -environmental

d by this CommisSion.- Also, we oppose thia

application becdase theGState Lands Commission has not o

.2 . o

tion of the Env1ronmenta1 Impact Report required for this %l

0
5 . o

\PI'OJeCt- L T e 0O .
o l<fT§is)appiication is thésresuftfofsthe:gbmmissioﬁ s
decisionilast year to“consider applications fo;tdrilli%g q 4

on existlng platforms on aeplatform by plr”fhrm basis f :i /

That decxsron'was made withOut preparationuof an envirpnmental

The E I.R.

B -\‘

JPlatform,Holly doessnot evaluate alttrnatives to thisipraject

1mpact report. Submitted by your staff for

@

DY

taking into consideration total offshore drrlling operations
which.may occur in tile | Santa Banbara Channel in‘the future,
’The State Lands Commission has anot 1nfbrmed the gubﬁic;of ‘3;;

the applications for drilling it expects based upon data\ -

g
g o

within its files; It has not required the 0117cgmpanies to

reveal their intentions for future 011 drilling in the

tJ?x_\ 3 a v G"

In other words the State Lands Commis sion has
¥ .

Channeli

o}

platfdrms expected 1n~the Channel will no]”be considered e
N ,

in evaluatlon of this prOJect. This® is contrary to the ST
. o I

impact reports discuss “the cumulative

1mpact of a project

1n‘view of the future., It is obv10us that the scope of :nv'

i [t} e

env1ronmental reVLeE,nas beén narrowed because

/)“'(

a look at_
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the total drlllxng to be antlelpated by the 1980 s would show ,

o

that this project should not be approved.

‘The E.IL.R. attempts to isolate for consrderatlon
the environmental impact of Phase 1 ofyt@rs pro;ect. We
all know that it is onrealistic to ifsume that th§73t“te

Lands Commission will not receive many requests over the

next five to ten years for approva1 of drrrling in tHe

Santa Barbara Channel We know that thl/fdeCISl 11 be i

50
the standard to Justifj additional requests fo///ﬂillinx °.
‘on the groundsvthat theVnew application does n

greater threat to the environment tham the pla form Holly

=~

- application; yet,’witb.each approval thepo%entxgi\fOIOa

platform blow-out or a massive spiil due to a tanker.

| accident in the Channel comes closer and closer. Based

. upon the 5xper1ence ofdthe 1969 oil spili, e cannot pretend

or gamble that such a spill wi T§Q§gt occur. You must also

%e aware that,the adverse effects last many years. For

example, property values and use of Clt’\beaches continue

- to be lower now, some flVg\Xears after the 11969 spill, than F

they would have been had there not been a“spill

o

7 By approval of thlS appllcation the State Lands
Commissron is 1nd1cat1ng/§ts approval to Lthe concept of
transportlng 011 drilledvfrom State Lands in the Santa

Qo 37 .
Barbara Ghannel by use of iankers.,"Yet the State Lands

Comm1531on bas ndt tho§0ughly,stud1ed whether onshore,pipe- K
/ k

\\..3
i Sy

% impose a,
\f

w

Y



oo S B @ ®
| ) X f 7 i 41
i lines should be constructed or that use of tankers should C.
) - ";ﬁ not be perrr.l.tted until® there is a higher sarety ‘&vel.
\ 3 Cbviously, to .build an onshore plpelme for one pla_t,form -
- 4| is not’ecpnomically feasible. However ,1‘a ;;:he long -term, 7 s Q«
. '5, a’n’ onsl'{'ore pipeline may eliminate or-: Greatly reduce the = °° )
: M, ’ : sb need )‘:‘o>1~ tanker traff:r.c in the Channel, not onLv for 011 ;
IR S | drllled f*en{ Stare Lands, but - -also for oil \’drlllea/in .
:,; »g feﬁéral waters. By approving thlS progect the Camlssion:: [& .
’ 8 9 1s forc ng ntseif to a gradual mcrease in tanker traffic -
s 'lo ‘ until the xnevﬂ:able a "Torrey Canyon” \t;’ype accident/:cmd_ a
) "_"  ma‘ss:.ve 0il Splll resultme therefrom. éj —_ - = \ :
0 R s 12 / One a;suription made by r:he Statx‘.le‘\ Lands Gommiss:.on ) )
; ‘ o £ 13 sgfaff in the preparat.lon of t‘us E.L.R. is that tHe drillincr
\ . o 14 | -on, Standard 011 Compeny platfurms ‘Heidl, Hiida; Hazel fzp }
; o |5~_{: Helenf," would Have no adverse 1mp”\éct on the env:.ronment. . -
. . v \\1.5,_ I stress ‘that again, tnat in.the: preparat:.on of the E.I. R. -
K |7 for Pla&".form Holly, that those partlculax platforms t;he o
» . o ﬁa drllling “from Standafdoe;;l Companm nlatforms Heldi H:lea ,
X‘ /Kﬂﬁ - 19- Hazel and Helen, WCiuld ‘have no afverse impact on - the . L
s 7: \ \zo : env:.ronment. They rellezl upon n;gatlve declarat:.ons ~As g
N o {/ ‘, 21 | .you. know, therexwas ﬁxtens:we oppos:.tlon to the“ f1.1 ng of |
h 'u  \\ negative declaratn.ons when the Standard 0il apphcratx.ons V:

w :}; ;zg . were aDDro_\zed b‘y the Comm:.ssmn. We aré conf.tdentc‘ t:hat the p* = |
e / 2| au;:come Cfff Ehe(litlgartion we.. have filed ‘r?:ill.E require pre- -
T e zs : paratlon “of a,ptﬁ,l\E.A.R’* by the S’t:at:e Lané Cmomm1ssmn. - » *’;

e ‘ " by 5. N et . 4 : ” g
et \\ o \ @3 ” .;C . ‘b “ ’ s : - : - ]/;:\ /; ° é “
s . ERREE - : e T g >
, ot SR 9
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) i Because thlS E.I.R. ‘on Platform Holly is based upon tHa£ § iﬁ
s . 2 e foﬁeous assumptlon,'itﬁ' 1mperatlve that approval of . ;
? 3 this E. I R be withheld: until the 1mpact of the\gtandard = o
4 011 prOJects ié xnown, and@gentlemen, thagiis procbably going E
N 5‘ to be two or three mOnths. , B - 'T\f‘ “
, 'G’Gi | Prior to your dec151on on thls app11catron I am .
) vf aaklng you to obtaln”the oplnlon of the Attornev-GeneraI’ |
i é@l>whether this E I.R. complles Wlth the- Env1ronmenta1 Quality
Q. <9 Act.ifDoes it meet-the requrement to taxe 1nto consideratxén' :
> 10 nd £é ﬁ1scuss the mpact ef *hls projecL on ruture ‘projects ¢
’ i1 |-in v1ew of a11 the data to Whlch ‘the Commls sion has acces;§ -
u1z< regard11g~ofrshore dr1111n09 Whether thls env1ronmen€él ]
13 1mpaﬂt repor t is adequate can anl »be determined and will : ‘
14 be* evaluated/by the “Courts -in ilght ofiall the lnformatlonw “ aé
L igc now known to- the CommgSSIOS; That queetion should be asked j
QJG Mr. Chg&rman and gentremen,of the’ Comm1351om, to the : R ¥ :
. 17 Attorne%gGeqeral s Office/ beFore yoa vote on this EVI‘ o
. 18] and this appllcatfaﬁ;:; - %5 1. f
‘ 19 2 " The adverse env1ronmenta1 meavf'of this proje ' ; f
’ B g& w111 be g reat.. Air quallty standards w111 be v1oiated; 1@ N 1
e 21 normalﬁtanker operatio?s w111 pollute the Channel scarce . é
. 22 .| water’ resoulces w111 be eensumed 01113plils 1arge and - |
) 'fiik small Wlll dlsrupt-and prevent use of oeeaafront property. S
;%2.5 = ;¥§ 1 ha&;\gr;;feiﬁ ro(ﬁou and your staft«the comm&ntaig
: zsi of Donald L. MCFarEh d/regardlng hlS rev ew of the final ‘
o - = - - e — e -

Ay




« 2o s 7 s P Vi
N 0 C:l 0: R . ) % ge R
A o : N o ; .
. ’ KN 3 1 C‘E‘Iﬁis._ report. He states thatr tankers going t"o*\-rSouth S
A/ 7% 9 Ellwood “would be ballaSted Wlth sea water whlch umst be0
[l - o
PN 2, i) E
o _ 3 pumped out pr101 to arr1va1 at South F‘llwood The sea wate1 .
B R & is taken di rectlv 1nto the ~oil storage tanks and whemmprQ
, ° 3 out ianto, the ec.ean, carrles: many barrels of crude «0il with NN '
SRR - e 1t.f ”‘hls is a known source of 'de,liberateﬁf:ollution which ‘
c R 7 | must be-eliminated pr1or ‘to apps:v.»al of any drllllng $
2 o : \_ s - e A e ] . 7 « B . ; . o g; .0 7
| 8 era tlons . e B e - : >
» ) - - As I 1nd1cated 1 WJ.ll read, :,',ou »‘{r McFarland'
i 0 ' R ‘G;\ R -~
e 10l statement rlght after thls. o , § . PR
. :: = o \X . o - N ' - . _
o n The E.I.R. rej ects the reques*‘ we made. at®the 9 -
: B e < : .\\7 ) P 2
e, 12 1 hearlng oy the draft E, I.R. that Atlantic Rlcnfz.eld b( °
. & 13 requlred as-a conclltlon of »drlrllng to i{assume llablllty for'ﬁ
‘ ‘{3 ﬁ&s‘" all damacres 1ncrud1ng \,tax 1osses to” be tmcurred as’ ar \ult
: ‘ . & i 2 @ 4 3 H )
15- of an 011 splll. The E ,I R states that ex1st1ng laws S PR
o o a BRSNS
v ‘v 16 prov:.de adequa*e\ met“xod of reccvery of damages.(, That ,,1s s e
ce ? S 1 ° ¢ ° B i
R 17 erroneous. The Cl..y of Santa Barbara had to lltlgat:e far e
oo ! 18 j:_lve years to be com"ensated for damas?e5a While we were »
e T 19 | establlshlng hrough’o;l‘ ompany records their 11ab1111_}0 K
) 5 ed T
FR . 20, rand ‘while we Were hestabllbhlng throu°h experts tnat the m:.ty ?\1
L4 o™ I PR l o
R 21 ‘had - 1ncurred mlllrons of dolla ’S worrh of ‘dzmages, the Clty @M
= W : : ",,‘,&_:”v. . - ey
. N ,(3 fod ;:
. . .28 o‘f Santa Barbara had ::o reduce 1ts gayroll» and servlces
\vf:‘ 23 & because ofj,\one type of 011 sp111 damage ~- a reductlon 1n o0
N - ¢ - r Y
':'9 o] T i \\: ’ K @
J ) fa 2 ‘tax revenues. We were never pa1d for our tax 1osse We :
[} <) . [T
T . Ats 0
W .28 be11eve ,J:hat: the Staa.e' I.auds Comui‘l s1on has the authority °
= ,’31“ : N : ° ; . e o - -
Y\BV - ra E I - o v ’ ," - ] i @ ‘
S Y A RERE : Tt
: ~. i: : \/11 ) = Y
- 4 - - B l = . . J P 3
S 134 Cq el o o




A - I > T4 3
j | i i| and sh0u1d requn:e: as a cond].tlon of app@oval of any off-' ;,' 1 ; B
.- ] 5 N S -
e z shore drl}ll_n“ the assumpt:.on of 11ah111ty by ,‘the apph.can T\ =
: K '3 for ;11 dam.:-t?es 1nc1ud1ﬂg tax losses. If the State Lend? A ) (%?
SR 4 t,’Comuussxlon be:‘Lleves t‘lat 1t does not haye sv..ch euthorz t]: q°
' (F ‘\f ga. it uld ‘be’ entlrely dppropriate to delay@anye aetic;L onﬁ W
- Y approvmg offshore drllllng and to request £rom the Qtate | n C
| _:_'{‘?ji T 7 ‘Leglsla-ur(a such authority. o = . e e - :ge LT
L e 8l = } /,_\{E/mmary, it ls% ém Dposv.':.cr; ) that the L.I.;R 6
; 9f submltted for, approval does not meetmthe reaulrements uc;f :the‘ o
G‘ nH drllllng s"aould not be grantea until’ the total 1mnactf ef -
LT = : L - RS
: g ERE |2¢  offshore drlll:mg is evaluated atrd studied Secondly, tl'& %.\;
o o 13 adverse e\nvifonmental 1mpaets l»dentl ed in =th1s E I R ‘ l“ b
’ ‘ . 14 requlre that th; Statea Laads Comm:.ss:.on deny this appllcatlon 1}
CoE 15 uncils such t:une that ..he industry is ab1e o qhow that: :Lt E U;
. ;Ur . 15 15 willi t;g to*take ‘the necebsary*steps to presnrv*e the e . W’ a
. ’ ‘ 1?7 femﬁromnent no o sacr:.fice ite - T & s BRSNS ;
\ o 18° S b I{ow, Fv:i llke £t cread “the <:on:.ments of Mr Donc:.ld
o A9 McF\ ‘and; wh‘eﬂqas reta’#”’nedf bv che Clty of Santa Barbara. e
; : "i.ft:!;m“/"cf‘arlanﬁ s‘ coazmenES age a_s follows: e, . .
a N : 7 a2 res:t.degs. ”of' Santa Bai‘b%ra_and ownex: of a. |
: E - 22 consulu;f fiesxgn eng:..neer:mc business. I am alsc Commodore
e »7»23‘ | of‘ tI;e kSa‘nt‘é Barba;:'a Yacht Club fox 1975 and saf.v.l a great: “ l
\ B 2j4- deal in the Cﬁ‘annel waters. , I have been very cohcerqed ., . ¢
b o s 5 S : ;
R Fzs ‘abom‘: the f,e,g:y problems inhex;ent m the prol:.feratlon of oo
§ NN a}' e . \_,\), AR . . Lh ) ,)"
’.f‘at FR e e ;1};,‘, o ’D R R et ) 6?0 4
SR 5 P . I oo s




. B 'Qu e
» 1 f’? ~In add1tion, ‘1, have-né&e ;
’\e D2 e;rery eifc,rt to be abrea(a't oi contalnment ano reco\;ery i
‘ J 3 terhnology “ AO o ‘JQQ o A ﬂ °‘ :
N 4 e "Relative to theSe concerns, I%have exam*ned the" R 63
: 5 El;i.wood envu:onmental 1mpac:t report and urge \vc;u to reJect » «O «,‘
» ¢.| the appllcatlon for addltlona\l productron wélls on glatform 14
: o1 Holly for the follow:.ng reasons : ) Q\ | ’ i
o . E 8] "l. As a general observatlon’ it 1s m1slead1ng and ]
) .9 maccurate to’ ;:onsider ﬁrls E I R. rOport as “though it weTe o !
jl - 10 the only. 1ncrease in operatlons urider consideratlop now or - ,
| :q 11 1n the future. ) Many otherQ api;llcations for renewed opera- : *
R Iz trons as~ well ‘&S - entlrely new installatlons are known, Eachv"'&": N Z
o 13 | 1nstanee, ‘when v1ewe mln :Lsolatlon appears to cause } T I i
| ‘ . Q) 14 ';',‘_»neg11g1b1e damave to the env1ronmenté " However, when viewed . o ;
, = I;C ‘in context w1th the accumulation of- all the ant1c1pa1'ed h 6 #
: 16 gppllcatJ ns,” the» result may we11 be far mor%sermts. “Q x
gty 1| - v 'Ihe report is filled w1th statistics to "show U
4 a - g ™ R 2
18" that’ alt;xongh ace&dents do happen, the llkelihood m ﬁls
L 19*4 “Ccaseé is. m;n1;nZal For example, this. »reqvesi‘ adds “only 60 - :
Y 201 nnore tanker trlps per vear t the Channel s shlppa.ng lanes. O
: L . ;;ZI'_f ) }fliew of the ‘well over 6 000 tra.ps per year currently 0o
22 éilh.ng through t:ne&Chanuel,, the 1ncrease is a m;deet l/.. ‘ ; ;’
| 7 2“37 However by 1980 the’ trafflc w111 i.ncrease27 to 12 000 trips < ~:ﬂ
"Zq_l ’5'2‘4,; per year~ -- of wh1ch 841 w111 be tan}\ers. Does 1t not meke af:‘é”’ir
'mf. Sense to, .consider éhe 4»mpa;:t o’i‘ an add;o.tiog’al 6 ,000 tankefs H
3 o . s T | -
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N 20 knotsﬁu This is only a, normal conoltlon in the Channel

}fseVere: ’Clean*Seas has onlyuone &;oraoe barge with a T

D

per }ear on tne uhannel s onv1ronment rathervthan view Fam

3, Con51derab1e data is presented to 1mpress

/

the reader w1tH safety measures and accldent free opera ors

/
,Yet nothlné is sa1d about the de11berate po 1ut10n,of the

Channel waters by tankers. The’ South Ellwood tankers muSt

arrive atfthe 1oading term1na1 empty. waever, tankers

=

9

- the oilwtanks are ballasted w1th sea water toaapproximateiy

40% capaclty. The sea water is taken dlrectly lnto the oil

— =

3
storage tanks and.when pumped out cagples mauw batseis of

~\),Jc

crude oil w1tn it. 46A of all pollution caused by marln

9

delxberate‘-— not -aceidental oollutlon.: Slxty add1t10nal

:tanks per year, approaching South Ellwood termlnal, pumping

out thelr baliast water will have ax51gn1f1cant effect on

i

the Channe"s env1ronment.» S EE ieiie‘ :

o

[

u

)

5

fand recover sPilléE oil However by their own admlss1an,

%pperations are 11m1ted to waves of 5=- 6 feet\and w1nds of .

“waters. The 19@? SpilJ’Was carrled on shore. by wind and

==
- wavés cons1deraoly in excess of that(\ F131ermen anl

offshore sallors frequently encounter conditions far mote »
vl -2 £ ety o

w

‘South Ellwood's addltfona 60 tankers per. year in’ lsolation"

cannot safely travelﬂln the empty condltion, and therefore cgfg

operatlona results from ballast and biIééspumping ‘@h s i?I;.-

;5 if . Much’is made of“Clean\Seas abillty to conta1n‘f
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, l° capac:l.*'y of 7, 840 barrels and no shore51de facility to empty %
2 ’Qit". " The 1969 Spill was.in excess. of 80,000 barrels. Ong“ : A
3 hand is' 1 0400 reet of heaVy duty contamment barrier. ) Thls : .
Al wzll only surround an ared smaller than a football fleld'
37;§;/The capacrty and equipment available in t:"le event of a major ( o
6 sp111 is cbmpletely madequate. The fact is, 1f the 1969
7 : Spill were repeated tomorrow, the results would be exactly 4 a
8 the same.‘ It is l:.ttle comfort £o' know that thexe a /e 1 ,QOO ) \
9 tons ”of baled straw: availableivm El Monte to se////a/;; the e
10| oil on the beaches. , _ " I ‘ . ‘

SEi \_70 : , In conclusmn, unt11 the léno-range env1ronmental 4
12 | impact is studied the del:.berate pollutign uf the Channel
13 | waters bv tankers is evaluated and prevented and until the ‘
14 | capability to control sprlls from platforms and,éor tanl-:ers E,’E
15 ex:.sts, an 1nte111gent and rational decision to ~approve this };
16 application cannot be made. 1 urve ‘the Commission to deny f;
17 thrs appl*itanvn at thls thrmeh - \ '1
18 % ; It g.s 51gned by Mr.fbl}onald Lo_ McFarland on ' \%1
19 ] ﬁecember 1832974 . o\
20 r}: '_,* LAnd may mystatemen"s,—Mr Chairman, and e o
23 Mr HqFarIand s statemen‘t:s be 'nade part of the wrltten

22 rezard as. well" ‘ : ’

F CHAIRMAN ELOURNOY:. They will be. °

2 nhAE S ., {(R QCA’EPEILO _____ .wina’be’ ‘happy to answer any -

‘c’fu“esti{;nrsa 1f you have them. ' , B 2oa e :
.o rxfr S T ) . .
: S s



u | o | ‘ CHAIRHAN EFLQURﬁOY: = Aﬁb&rentlysthere‘ Are ’,none.
zs ‘Thank you veryVmuch. TN S - e |
3 MR CAPPELLO Thank yéﬁ., - |
& v MR, GLADISH. M. Chairmanf the next one on the
5 1ist was Hr Alvin C. Weingand of Get 01.1 Out Santa Bnrba:‘:aW
‘ ’Cp ‘_n MR. VgEINGAND Mr. Chairman and members,oI wonder
7,, why thefe are no ladies on this Commission. - .
| CHAIRMAN FLOURNOY- That /l.s a m:tter that-
9‘ consequence has ‘{Oted a decision*on.\ ' I s
w I MR. OI“{R. The new Governor may change that.t L
1) ‘;m.ko-‘WEIh,IGANQ I see. Thank you. )
|z 3 : MR. éIADISfH' I would offer the ka owledge that
|3‘ my secretary is here and does. function\w:[th the Commission.

oo 14

3 .

S MR. WEINGAND: That s a‘il ri.ght. ‘T will proceed

=
=

ls I | am Alvin Wemgand ftom Santa B.sn:ba@tIL a founder‘ ?
16 of et 0il.Out Inc., known .as GOO. "1 am speaking today for '
) LTS ST L35 - ' o U
17 that orgam.zatio,n., ’: j‘-’h Aol e °
: “"% & RO 4 P « YU »
!:8, 1:" ;e NearLg s:.xxyears ago, as Mr. F{\xrnoy will recall,,
A9 follmwing the Hisasti;ous Uni.on Oil Co. sptél on January 2'8 Lo
' 15{%?{,‘ 1 firsvtr app‘teared beﬁore thi.s Com:.ssi.on, ' ‘Then purpos‘e ’; Y %
1 of that meeting was' an L,ugent one = to. ast for-a mora‘tori.um in
1 5 d
on furthe: d11111na operatl.ons in the Santa Barbara Channel 3
pe ? St
3 fes .-Tl § :’ftte! Comi ysion at that‘ time coes‘:lsted of Lt. %ov. 1 r:}
24 ‘{einecke Comptrol‘ier Houston Fl’bilrnoy and Financembfrect,r-’*“ T i:
"J« i b4 “r" T Ry e ® -Ll;i; L N é o . by 3
28 | Casper lWexnbérgér. T e A Foe T e ¥
o 3 L o o » A
Q . 5 o - » Q;ﬁi
X - S o = s
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| Subsequently have consistently and unwaveringiy favored the R

©O. % N eV s ow N

1 their drilling and productlonfﬁperatlons.

‘ of drilling from Platformbﬂblly off Ellwooa. 1 should %ay

I that,before 1eav1ng Santa Barbara yesterday, a lawsuit‘

h tﬂe’judgi aranted a temporary restralnlng order~prohib1ting
?; any 0peration§& aby extenSLOn of operations, by ARCO unti}g 1n
thht -
;*eg;tzchallenged:tﬁemeoastal toﬁmission s agreement to

Our areuments“happily then were obviously'compell-
ing. Desplte the recommendatlons from the Lands Commission
staff who in my'experience in the State»Senate and

oiI 1nduetry egainst the public 1ntere§t.',neverthe1essg ;Tsi;
Ethe;commiSSion.sﬁppOrted oux reQuest, o i )

A Their»decision was a momentous one. ?ft QéZEAurea .

. the people of Santa Barbara and millions of concerned

its unique scenic and recreaf1on value
Unhappily, the Commission“an December 11 1973
voted to lift ‘the restriction,and as was easily foreseen«

ARCO Standard and others applled for permits to expand vff,

E 2l

N T Before you'ls,ARCO s applicatlon forthe resumption

e,t“

fhat GOO.has filed agalnst the State Coastal COmmlsslon,,

next year. when, the court will hear the argument. Now,

1

/ﬁ

D A "35’ w*‘ - M rr\“"J,, T

:r: f’vg‘ai

\f'stateﬁent ‘és‘you probably’recall.’A‘-y ";1: f' ; ftf“*?
| e & o ]

e

~ citizens that at least one official body would not;countenancef

further pollutlon of an area noted tnroughout;the;world for ,ﬁ°"

permit.further drilling without an Enuironmental Impact,'ﬂggf-»‘




e = 5 =9
1““ I don' Yt even believe. Mr QCappello was aware of ! ":n’ b
z that action that‘v(zas takena w:.thin the last 36 hours. '
3} o \ say that'this application must be denied and a
41 I am ‘not going lnto all the excelle:x:t argL_nnents againsrfL o
: 5 further oil operations in the Sani Barbara Channel becauae :
6 ’ﬂthey have been advanced to _you 'I.'{day, and there will be o - f
| k'1 ' more expert w:.tnesses. A B RN *‘ -
_' s . ; 7 What is incomprehens:.ble todme, with all this \ |
9 exPerience, is the- failure generally of this Comission to
id heed these arguments most of which are not new, nd; t‘o‘_;.-.' 16 ! 'b
1 "y disregard and ignore thenolf. o | = 5
P Ty Vo You all’ know the Channel area.." You 'kno‘w “iti is"r S
o S A v1sited by millions annually. Its one ‘hundre mile long .
; ‘;; T : ,;4 beaches ‘are unmatched on the Pacific Coast. : You know that ’
) ‘ ‘ N |'5'f 1 the threat of oil pollution 1s a ghastly one\ to these :
G 15 1 Oisitors; ‘and r‘the‘fthousar'i'as who make their home and earn their '_ ,
. g 17 }‘“»‘lii iég in this pa adise .of the Pacific., - : o 3
sy <5 You afre‘aﬂ.so thoroughly awaré’ oi the. vfragile i
3 ot \ ;‘;Fructure of; tne§Chapnel ocean floor the frequency ofv B ‘
7 . earthquakes,);nd”the proximz.ty of oil platforms to ttue' - ’
* M zl shoreline. These factors make ‘the regiom deadly hazardous.
. 12 * #Certaml(y you are ‘r’amiliar. ‘with inhefent dan ns
i iq’g B ,.fi{"’ ;ifoi off.s}::oz:e #oilﬂdri'llefng -; and the,“c’omplete and utter \/A' B
; ‘ ;’-ﬁf j_na‘bﬂltyfof {:h'e o’% compatues to prevent,i contain, recover,
‘ zs or control oil spills. f—,You have had countl\lesus exanples :‘ _
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28 overvthe pe*iod of the Iast s1x years anﬂ even: before,_frr“

;*4"Fqii B “he.ARCO Final Env1ronmental Impact Report st,fes

.;L abdﬁa ceg;aig egxee of failure and pollution is acceptable.g;

*f—and the vehicular traﬁ”z

f””should have been regarded as ultra-hazardous - an§ be‘gﬁblect-"

‘“tWentybOné:seqiouSabioWOﬁts. That‘is better than,oneﬁa year.T"\

-

1nd1cating thls problem. ,  ,»,” ’ ~jﬂ ' .73; f?“’

o v . - e

?"0:
According to ‘the 1ndustry s pubilcatlon OCEAN OIL

;Van ARCO well in the SOuth~china'Sga?ﬁhs been blowing

w11d since 1972 1n'spite of eyery concelvable.effort to.’

‘control it. And°I am also 1nformed byzthe same Ihdustry
'Journal that 1n the last. twenty years ARGO has - experienced
. &
1'd’ 1ike.to know Where'these much.ballyhooed prevention and

control systems are, even today, if such thxngs ang§occurringL;u :
‘ o %
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By.whose standafds? Cetia&nly not by those who have'

Fr R
e

g

Y

2

é?fecc of of& operatrﬁns and that/it is imposs{ble to S

‘r ¥ é =

;d frequently about>the cumulaaive;"

o

\

calculate whatotﬁe future will hdld if you allow the

J'

: extens1on qfwghzs business in that ”hannel. T0¥1gnore

B

‘*ﬁhis impact of offshorehﬁriliing:”ﬁf the 1ncreased tanker
S “'4-&1«

traffic,‘fhe ﬁish,mash.of onshore and. offshore,pipelines, .

'f

‘hnpardonable.

-~

:
% s ';

r’(ﬂ

& s

“that in arilllng a certain degree of rtSkétaking is tolerable:ﬁv’f
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E = "';5 1egislatinn {s urgently needed» to further t:h:.s reasonablé

N A 8 obJective‘ ﬂ ) L Lo W T S g,,

s, P _ " 1 Nov; you have also heard people yak abox;t“ the

. l L gﬂg at:ural seeps.; There lias never beeu an oil spill on tnq |

& ‘;\x j9 ;5be§;h’ and I have- 1ived c;n the’ beach ior rorty yearsj in A ‘

’q B ! ‘Santa Barbara,»tnere has’never been oil on the, ‘oeach but oo

i: P '"'  what“‘ someﬂgovernmer-tal agency, including the Coast: Guard :’ =

:o . cu\ imediately says y "We”ll it: s from a natural see o That
mongt!onou“sfe'ﬁl”inStloq_ gf’lis awfully tiresome. Now; mafny we

?reputib“le engineers clagini‘that«;pressi(xrizauoﬂ of- ““hese

] ‘h’ .

: v‘,"*oﬂs‘shofel :f}ls‘tn S;gggw’:ter&, by the, way, could welI be’ |
a‘gd proba}ﬁly gég; responsibln for the sneps in t:hat ultra-

3 1:.1‘& cha‘nﬁel floér.‘ «w i S 7 .

| // ’ @‘ u have heard about the tankef problem !,h:.s S

T

morning,)but 1 don t thlnk 1t}has been.mentioned.ghat o “,ﬁ; U

20 "F}‘e"v“ar‘y‘ thanke”rf’thkt 4:omes’*«r -*to ;E‘ilwbé’d would have Eo cross |
'""the rom;h boun& Sea ~1ane=-~1n ordér to get 1nté‘“the south g - }
bound orié— imd to 'i:he refaner:.es off Los Angeles. : z B

Now s tﬁe hazar&s of shippmg can !:ﬁ be/over-
v @ :

;356

/,-«‘9.);
; /hreat to. the envizonment that i:ﬂ extremely se

oD B
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evidence submitted b}( responsible; people.
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Gentlemen, we s<lmp1y ask };ou to rev

A forner

'e i won t mentiom

did have- thig ::o' w0

‘ Asay» ,’ ’ | : “‘ / = | c;}‘ g» %:‘g’

5 cf’ 3 : "Immedl.ate eeonomlc gains a{i anot che only,f Iij

v 51 ? L T or even the major )way, of measuring the vz ue of RS | ‘_?“;
", Tl B a geographic area.m The abilit:y of that‘ area toﬂ F “
- , “ g \\ sustain w:.ldlifeg and its capacity to deligf\c aﬁi} : Fo °=
= ] g’u - ) 1nspir;e éwse who visit; 1t fo;t ree-\-atign can be :;: :

: iO ': - © far mote important charecteristice .‘"; s Qg
oo _._;.f \? ) Ge“tlemeﬂ: in ch-' last ten dajs on. this Comissio;

o oo

t:o ac fc on

the uﬁe of Tldeland resoutces.

»




question of Mr. Wemgand‘?
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;,";,z;: ~-step in the right direetinn to be sure‘.

,irzgt'f'?enforced and 1f so, how?__ RS

g 0

PR

“’«n
PR

-2 4 now being advanced.‘ /rhe Coast Guarcf is apparently now " T
u takmg\ a pos:.tlon that pursuant to the provi sion of the :
%"":;;z;o.,,.lones Act it wt].l route tankers outside the Channel, a" ‘
nut, :will At be

carried onshore by . winds and waves considerably 1arger than :

2
3
4

: 5 eupp,h.ég must ati‘ll be brought fron Port Hueneme a fistance
J S
7
8

i o .

e theywzere 1a. 1969. For th:la teadon ,f;cannot accept the };’
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fxall that cress traffic w111 B atly encrease the' chanee of o

’?pbgéigilitles of an accxdent ailéw mﬂ#to c1te but a. few

1s tatietics L

(-51zes afloat.

K O -
'72.: P Iankers-moving 1nto shorellne 1nstallaticns sueh
as the Ellwood f1e1d or-the proppsed EXXON installation
at Las Flores, or to an LNG Tqrminal at P01nt Conception,. Tkiﬁy

[ PR

cﬂlllSlOB.{ Thxs of course, does not ‘even take 1ntov

-t’

: dbnsiderationrthe ccntinued p0531b111ty of increased tanker

and.super-tanker traffic through the Santa Barbara<Channe1 ‘i;ﬂ {ff
from~the_A1aska*21peline Terminal at: Valdez or from the EXXON‘_
development fo.G&VlOta. = nfhj“ug ‘;, ;': ,f a;?‘wﬁfl

C;/

=Lest‘you think that~1-am exaggerating the

o

In only the_ilrst quarter of 1974,Waccording

Lg- 43

"to the Tanker Advxsory Center, there were 3?6 tanker

=

acc1dents reported The more ‘serious cnes included 18 fireﬁg s

29 breakups due to weather and 15 maJor eollieions. Overail

from 1959 to 1968 ehere.were 50,559 tankers q§;various 3<§%£d
Of these~13 379 reported some kind of‘accidentﬂ

uresulting -n significant*damage, often the total loss of

There are several recommendations which might ;“i* L

el

lessen the dangers in thls area. A) Re-route taﬂkérs aﬁd

of such vessels along the coast. Th1s c041a;bemdone bx R

the Intergovernmental Maritime COnsultatlve Organizatioﬁ
< ﬁ; : s o v Sl o L T;D . = ) . o ‘ ‘:
- ¢ I S0 Lo = -
* - : B - \3) - S N 0’ s
° S N - o=t :::Q
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e .;?‘;i; One fipal»cﬁmment.

ki cumulative impact of - onshore and offshore drilling, of t?m,jv

. CHAIRHAN FLOURNOY.V

1

In additionﬁtoisﬁchiﬁ R

= %

1nternat10na1'agreements.

or in lieu of such agreements, 1f they/are not

IMCO
agreements

fea5161e, a trafﬁic~controi system based on the experlence

qhoﬁld beaestaﬁiished And most 1mportant of a11 we

q—

Shnuld make eVéTy;effort to. decrease not 1 increase° such_timx

& i

traffic, bx}not allowing the expans1on of the.present )
5 - o
drilllng operation or the installation of new dri lingggf =
- \L/-'u./ . \ - 7;" . y @ = 5
operations 1

ol L

without gorng into the detail

1 did’ on September z

the cumv’

3

in the Sazita Barbara Channel

To v1rtually ignore the

P i

3 1ncreased tanker traffic, of the: mish-mash of onshorp and o

offshore,‘ines and of vehicular traffic is‘a travesty

o 2
v~'-’ -
o . e

‘to meaningfnl ecological thought.
CIn my opinion the final Environmental Impact

Report remains seriously deficient “in this regardA Thankh

Are there anyfqueégignseofj

tneASanta.Barbara Channel at.thls time. RAEN S

”pl remain aeeply concerned about ) ’)%;;;;;

3 ithe Senator? _ "f ’“; or g | {
i;;iii Thank you verysgnch Senator. ";5f;;}v_ s 5 ;é
“MR. cumsu-' ur,. Chairman, T have a note that; oy
= R
s | I
o o ) | -
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; |br1efstatement and ciérify 'some‘t:h'ing‘. ‘Mr. Jeff Pendergraftcf

z ' ?,\Llf‘;faf‘ m ,?,E,,_NEER(;RAFT Gent:lemen my name is Jeff f\ :

, 3 P énggxgrgft gttorney for Atlantic Richfield I had not

4 .1 ’tén:i:ﬁ? Ufo malw“tfmy remarks ;:cééay ‘SO I w111 aeep them ‘a.f .

5 r&‘ﬁhetg bri,ef .1 just want;ed 3:0 clear- up t:he record on one.

1 o First of\"’ ail Mr, Weingand President of GOG ‘
& indxcated that a» court in San FraBCISCO had issued a TRO o | ;
s, preveuti ‘ AtIanttc R:Lchffield frop conduct:ing operations~ in‘

fi?% the Santa Barba;r:aOChant;el . ;er;diné 'a hearlng. That is not

" .Elccurat:;a‘."r * Tre ’fegion‘:s; ,Coastal Comission, sometime ago ’ o

-";,bl‘agranted Atlantic Richfield an exempt:.on 1‘f0r operations 1!!

: . I! - the Santa Barbara Channel. 'Ihat exemption was affirmed
‘ " By the’ Stat:e Comission. The Att:orney Ceneral agreed with

'5 the recomendations of both the regional - or the fiadings,
“; of the regional Com:.ss:.on and the Stat.e Comissi.on.,t b ;“

-ﬂ,v, ) A hearmg was held in the S;n franczs’co Superior :

13; COurt in. October, Aand 1;st Honday the Court asked or ordered' ‘

39» that new drllli.ng not be ._ommencednuntll a decision coul&

~o be pre}Jared which is expe::ted within a week or two.' J
"l .:/ The second statement that was made, I believe ﬁit
“ zz 5} ‘was m-. Cappello, indicated that Don McFarland his

;; :
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inﬁicates that a11 ballast water from the tanke"s w111 be
gt .

faw o o B

hanctled_ at"anvonshorea dlsposal fac111ty. s e éi: &

4 o

:*" l ﬁ B ':
I might alsor make one: ‘other commeut.

-“

Several

. of the Speakers tna‘vqe indicated that t’us Commission* is’

“‘Iv' " =

not the proper Comm.ssmn to decufe this mattgr. It seew

to me that at "least Mr Flournoy, you were on ‘the ' XY
Comnu.ssxon that orlgiﬁally 1mposed the moratorium. 'Lhi.s
g E ”G’&_:‘?’”‘is’sxon :.s the Ac'omm;p»siog that?’ has *studied the problem S
ST an ‘Uj ;been 1nyo-1vedr with 1!; for several years, and I .v
"ﬁ thmk that they are the only ones- w1t;h ahe experi.ence and
12 the knowledge to decide this matter today.i Thank you. :
Wl CHAIRMAN FLOURNOY [Thank you very much, :
19 Mrt Pendergraft. T R
;fs'f | MR. GLADISH'?’ Mr. Chairman, that exhausts the
16 | list of people{/ythat I am aware of that wish‘“to speak en
KA thls suBJect. Sl T ', 3
~~I‘8: CHAIRMAN FLOURNOY Are there any others ; €1
<191 hho w1sh to speak to the vomm1ss:-.on on th:.s matter" L

0

~1 Jugt: wantea to clear tne record up on those two a

2V LIEUTENANT GOVERNOR HARMER Mr. chairman, 1 will
. z ! “ S ¥
- 22 move the adopt:.on of the appllcatlon. Ll :
fa a B Q. . .0 = =
2 T CHAIRMAN FLOURNOY: Mr. Harmer has moved the ,
24 | adopt:.on of the {ecc{mendatlon. Is thes\e a secon:c}?g-‘ o
o zs,; . ~MR. QRR I w111 second it Lt T 3\
| ; G e
Q 5:' B N A i
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{1 at"was_exgressed
do

7;not quite this_large but equaliy opposed to geothermal

chought but apparently quite 1mpracticab1e._ 1 note that -

pvrto the ‘purchase of large cars. ' _? JEETL ~”f:%V_

' ;thlnk the overwﬁkiming proble/“‘hat éhts country faces is}
;of payments over the next five or'ten years w111 be horribly
< sympathy W1th,the motion to approve the dr1111ng f;,‘

.| couple of comments wifh regard tO’thlS motion. I th;nﬁr

e ) By - ey M

T ‘. ) e R elE
Pt . a
Y. B

fGEﬁIRMEN*FLDURNOY, Is there any dlscussion7

| S

~MR OKR: *Yes,f,l have sympath} with the posrt{bu
S ds

"4'&‘ kdé

-t., i
NN > - B PR ’f

W\‘ -
3
‘-

é{ thlnk 1ﬁ=is'pert1nent to state " that thls Commission

'i_ 'hasf&iso heard*geothe;mal &r1111n and has had an.audience )

1

e
)

bty .

. ¢y

;drilllng.‘ We.had an audience at 1east this large when we

tc""g;»

fiﬁked about'the atomic plant 1n Ehe?south coast, and thererai:

T W \-“ . m"f,.

- was strong~ob3ect;on to that. : ‘%;”

G

I thlnk;lt was Mr Cappello thab indicated it

;]would be more advantageous to- get the American people to aup

iﬁcut their consunptlon of energy. That s a laudable

‘{?since 011 became available the sale of small cars‘has . ‘,'fz?‘:

fpractically ceased.and the American public has gone bacx ji;

0 -

e

So, while .I have symparhxx%orﬁihe position I L=

the importation of oil in such quantities that our balance,<

“deficient. For that reason I feel that I am fully in-

kel

they particularl relaae to the appropriateness of this ig‘

| ’;kx;f;g;ﬁ;
| CHAI&MAN memoy- 1 would Just like to make & o

v. y - ~ =
5 = - "‘ S . -
= j oo a -
0= k

:s Iithlnk\all members of the Commission ;;"*,
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S %, ST
L | Commi%sz.on act:mg because I I:h:.nk it is true that this " Ty
"2 ;Gomm,:,‘ss_;on_', 'and 1 ,acm?gh;e,only»one, I s{gppo's"e ,, who was _here B i
. 3 Tlats_the. ”’be"g'iihning-' and'aftj“the ‘end of the last eight years, s
9 - “hea;,rd al the arguments a year ago or mos® when we made ’
) e IR " .
L S & the, o*:tglnal dec151on w1th l(f”egaro to both llftmg the o
o2 oo "6 morator:.um? and° 'rgquestlng lease-by-lease proposals from
; oo o |
T the vériOus lessoes so t’1at they could be, coﬂsidered
o o ”*‘/‘” . ) .
Q,:w’r R "‘ of f’I )think <that: we. have been ﬂmry very responsive
59 _over the ‘years to envv'onmental cons:.derations in the
lo%‘Santa qubara Channelf I. £hink that’ we are so ’today. I °
g ® ¢ o :
. % s 1| think tﬁat we have'to face the horns of a dilemma in terms
- is 7 G
12 of the optlmum or ultlmate total recér‘gm.tubn of both values; S
‘43 | that are 1nvo1ved -here, those t:hat: are envti.ronmental and G
14 | those that are :'gconomig, aad some that are }egal that e
15 'haven't,“ev:an beén mentioned And thlnk €hat we have tried ri
\“\:/( L ';”,‘
o 16 thtq:ghout this whole ﬁtpcess whl.cn culdinates jn thisd : L
D e
o T % ‘\l1~j>roposal Vto %:econcn.e these— competing deman%s and to i
. : - @ e o o Q o
L o 18§ realize the optlmum procectxon of the enviromnent: as well 3,
o i*. S 1 o e s B s LS ; :}r
. 19| as the optlmum utLllzation of our resources. It is on that . ]
o c ; ° f Y P s & BN — 2y ‘o N N #ﬂ
Cee = ¢y 206 bas:.é that I too will support t:he recommendation. ER SRS A i
: — 0g ) . & R TR ':' ;"
> 21 = ¢ - It has been moved and eecondeo. A(L,.H »those in O St
e ’ . ) . o o o ‘ . ey % EE c‘: &
? >ot 2 favor say aye. c T R N - - T ‘f/’ SR TORN L
g z? 23| ° LIEUTENANT GOVERNOR HARMER. Aye. _ S o eﬁ
BO ° ':: i 24 . m. GRR- Ayec e ¢ ) 1_7. Y ‘.. :ki; gﬁkhj
CE B ﬁ;_,_’_mo S G . ’ G i : ’ o o ‘; ":1;‘
- s3] CHAIRMAN FLOURNQY :~= Aye. ~It is unenimous ang > y
5 n ; 2 sa e P ";\fg ‘ ;,“ j R r‘-‘ :: - S o ”
o .| . o o
:“ C} ) s : ° _ Q o } o N "r
e 4 N = 5 B
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o L \ i&b - B o
the recom{nendatlon w111 besﬁpproved” a g
v M t I o , .
11 _.u.nk ~=rwe are goirg to put SA last o & '_ov
s Is :ﬁeré someonn who wishes to address SC t e e
I ,.iﬁ“,'rtw S ~ L»,{/” e 1
Seqno:.a Ref-ining Cozporation item? . T
If the;e is no one who w:.shes to address the SC ;
o *? ] Operatlon -:‘ L : - \\d/f ST c~f ° ek
SIS S ASSEMBLYMAN com- L Towould ke to speale on fto
foi { - LF MR, TROUT' - Mr. Chalrman -and certalnlyt Mr. Orr,
10 | w111 remember that over the past two to three yee"*stwe o
B 11 have brought before you afnumber of renewan,ls)of old 1eese8 4
; N 12 to the oil companies ‘operating marine . ter/minals and pipeline
{ : i B

S 13 | facilities in Cellfornla wwaters under the- CommissTcm s

. e 14 | jurisdiction. 1 thlnk we told you at the ti.me “the Auditor

s 1§ | General made a report about the lease-rentalorates rhat we

o i;/s had substantially, in some cases J.n the neighborhood of a ‘,
17 | thousand to fou;rteen hundred percent, increased. the x'em:j1 \

z n' of that: company. . The oaly reu;aihingﬂcompanv at that t:ime

- 19 pwho had not?renie.wed their lease was Sequoia, and as a result

5% -
: Vi o 207 cf our negotn.;atl‘ons , and the Commission's b’ackmg! Sequoia
i 21 | has now succumbed or agreed to the revised-rent _s“ei:i‘e’dule’i;;«”“"

¥ J 22 | Their rent wiil g0 up°very substientially as a”resgflft of

> 231 this lease. L : E Ty e o
) 20 It is -an exlstmg lease. It is a detached wharf
) 25 | for tankers and a pipelme from that detached wharf to thei AR
& oF N - o = ) .

&)




: O—' ) "t

Ly

%D 2 ° : - ?\ -
B" R . I. _petroleum process:mg z;:lant— near HerCules. » It is a facility -
o \2” th@t has been in ex1stence for ~3me per:.od o:E tlme. “The
- o \3 rent has gone up abou.., $10 000 from anat it was originally,
- 7 s and the ‘rent. niow w111 “be $14“ 500 per year./lt is based on’ i;'
> 5 the present rental, rates applying to appra\ise\d/va,lue zpl—n:s_;
¢o g .6 ®the costs or thevrental rates for the. p:.pelines. g
o ¢1F~‘ w ;V&;‘ I_t"gis‘.an extens:.on of a lease thatﬂhad been
. 8 formerly eqtered 1nto, with amendmen.s to he‘flect a- recent ‘
) 9 boundary 1ine agreement that wae approved fixing the |
19 boundary, relatmg to Hercules, Sequoia ‘ang I believe the ’
11 th:l.rd party was «Phillips, Anyway, the;e wasa a boundary AR
’ 12 | line é‘lgreement of which Sequ01a was a party. B "'fi'_";f G |
o o . ‘3, 0 ¢  Sa this also amends the lease description., 1;4 1
. : 14 |- is an existing industr1a1 lease. oo . | N U
15 - , ~’MRAORR' Could I ask what the most recent rent "‘ |
? ' 1€ was before this" ’ =P 0 |
17 MR. TROUT Excuse me'? A 7 '
o-' IB‘ . MR. 'OROR: | Could I ask what ‘was tn‘; most recen“t
: o 19 rent“before this? RN ‘ RS T ¥ :
@f | 20 & “MR.” TROUT: Well, the:, had, been payd.ng $10,;000 a; : i
= . 2 year Ll‘ltll the rental rate . figures had Deen resolved and "°
22 | we han come up w10th an agreed rental procedure.i They wi'].;»lv~
- o @ 23 ‘l also have to pay us ‘back- rent to- the fﬂffective date of I
28| this lease which was Novémber, 1965 ; ‘O . ‘\
’ . 23] Lo > MR. ORR: 1 see. - - T
o
@ \\{7 ¢ o
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“': . MR~ TR'OUT ‘I'hey are paymg $4 000 I -

" f' RN ER QRR?* Oh hlne‘yearc back datlng At o o V“.;

o MR TRGUT Forty-five hundted dollars a month.-i,“iV'x;

baCk dating : : "si ‘ E" - ’ R N 1
MR. ORR Now 1s thls a lease that'has beem

| six percent or Seven percent or- exght percent’Mti'“

"the‘reflnery to the detached wharf- and that is at the

SRS}

leased on a percentage of the appraiséd - for lnstance

s

D
xa s ;“‘ B

g

v MR, TRDUT- The area oscupied by the

its useable areas surroundlng it 1s based on six pereent

== S

Y

'“-Q*ﬁi e

" MR. ORR: I thought we talked here about ot

&

continuing-the 1ease at six percené

" of appralsed value of the lands. ': - {'? "g‘a; S

;g« L

I thought we talked

ﬁhatf andiTﬁ;ﬁ

Then there is a pipeline bundle that runs f:om {;'5

‘|*current regulatlono of one cent per di meter inch per ;;“;;;_

A O

\ about that: being an unreal1st1c figure. PR ,i \ﬂo'u°~“
ASSEMBLYMAN CORY: You are making my speech i

! prOposed emergency'ragulation

'\add1tlona1 studies,xo “further evaluate the adequacy\pf’tﬁtgyzﬂ

o,

;;our~case for adoptlnc the elght perg

elght Dercent.

HR. tﬁADISH
escablishlng that rate-at

=

eight percent. In -addition we have enteted into some ;5f

c o Q
RN
= a o

However the Attqrney General has adv;sed us t‘%

Qu A&

° N - - . ” @ N '5," ;‘r; o

‘Mr. Chairman, we had an- 1tem.ear11er,if

ﬁaer the_f:egsend$¢l“‘F

L ,\\ K

PR

e e




S HA;N = oy < ) ) ; ki 2 ‘
. ’ 1 regulati'on aspect of tae Adm:.n:.strat:.ve Procedures was weak-f o
I 21 Therefore we as'ked you to e_oncur that we should ile this ’ ~§
: 0‘3 propoeed regulation under »t‘ne normal procedure, 30- day _'
’ 4} announcement of ,tpe proposed reoulatlon settmg» documentat:iot;f_-f ;
o 5 Under that concept this m.ry be ad_]usted at eight percent.
L c %r 1; muld come back :tof fon.mal adopef:on after a 30 day” pe;’i%d
’ | & "‘7' iPerhapS T ;‘ RN T S a S ' >_ o Z o
° ‘8' e MR ORR': Iwonder 1f ! understand you. 1t has '
_ s ¢ | been my contentmn t‘nat we eug;t to go to. eiaht percent. .:Ir.e«t i_
= m us assume -- it may be nore but wé w111 say eight percentt |
, ] ‘But let us assume that v;e produce our regulatlon, 1t gooes‘ ’
C : 12 | to elg‘nt pelcent Be have our hearlng in thlrty days or
: : 13 whatever, the necessary t1me elapses, a'xd sometmie 1n l‘fatch
". . TRl the new Comm15510n has before it an etfective eignt percent |
* : o 15;c rate. A Do we go hack on thls lease a" eight percent clear \
e 16 baek to- '65'7 Sl SR , : Q.V ,
¢y ; | MR. TBOUT That would not be the t:ase.f -At"the — ‘ .

‘ ‘ 1f3'f',\.1.ext renewal perlod it would ‘be adjusted Oat: the h:gher ii
¢ 19 drental The only arcument that could be. made for» gomg Y. ) ’3;
( 7 20 [ahead on thlS basis is that this was an understanding thh SN ;
- . 21 | even a prior Comxssum mbefore this one 1n th(é 19605 ,that el 13

3 22 | the orl companles would at su..h tlme as an agreementi kas; 7 J

0 ] 2!7
. |

o ‘z's'adate \ ‘ te wi
cic - \ 9 e
& B i




‘ have the Office of the Attorney General comenbon that..

cert:a:.nly have no objection to puttmg 1b over, from the

)

| lease and I hadn't understocd it as being a: eoq)letely new

: leaseﬂ Their lease. still has flve years to run, so if IL .

L
5

t“he exceptl. n cf Sequofa which“"is now before you.. - .

& ol

; 'T'EV The nthers vg:.ll also be up-: to whatever the current

£, GRS *:

rate 1s at the t:une the rents are reviewed. vCurrently*on ;

most of them 1t is on five year 1ntervals. R -f; R

X N
o

MR - ORR: Weh, Mr.: Cha:[rman, 1' have no objection

5

t& a retroactive rate: from 1965. 'to thé present t1me at 4.;”
‘six percent becatl.ise;,that ) been the State Lands Cemiasiml
pchey, and 1 don t think you can go back od. a company an”d
change ymxr pgh.cy. But this goeg\ until 1989 and I don t
see why we give them the next six years at’ six pereent:.

We are r:.ght in the g'ocess of going to efght percent and-

T4y

_ J ‘~
1t has already taken us nine years to consumate -a renta:l ok

‘_5,,-“‘

9 o f e

MR. TROUT: I “think maybe we oaght to probably

agreement

A 1ease document was executed by the company and tbey have s

dep051ted a rental. _-And what effect yeur motionowould have,

I think waybe we oug‘f\t to have "heir comments on ~it. We

3

staff's standpoint. . Coe T

=9

MR, TAYEOR: Mr. Chairman, from my ~reading of this I

calendar item, this matter is an~ agreement on an existing

A,understand th:.s calendar item, this calendar itenf iecan oy

< . . —""“ P @

)




E R
- 1 "agreement ef: wh&t the rental rate would have ‘been during &_1 ,1:“
= thie fﬁiterzm ,period And there ‘is no new 1ease being *
- ” ) R 3 "contemglated at this time, but an adJus..ment o;E the amount B B
= 4 Aoﬁ :;:\or;ey due under the lease wh:.ch was entered into by the
S NENIE - 5 Comzs51bn 1.0 1965. T 1,‘ » *' o L D
: & “‘ - - CHAIKMAN Fi.OURNOY.A Is what you .—;re sayi.ng that R
. Oc ; T{ there wes a 1ea=e made in] 1965 between the’ Eani%s Cemission
) &30 - 84 and the lessee, pend:né the determmatmn of: the ra;te that 'é‘ i
- ? 9 would be nald and ‘what that amount was? E o 7 {a
’ ,'01;' - AQMR TAYLDRH That 18 cea:rect. And i.n my comu;tatioej?ﬁ
" jL*there i‘s st111 f:Lve -= there is om.y fJ.ve years remini.ng =
.~ 43 | on thé m1t1al per:.ou of that lease and \'-- o RS )
: ,3 CHAIRMAN FLOURNOY- I suppose what bec;mes R
. D“ pertinent is Whether or not a lease 1tse1f and when it
3 ) sl = 15 | was executed incorporated the snc‘percent rate and merely
g R 16| 1eft the determmatlon of what it was as applied to the |
| L\[) Q\ ETE value of the property, to be, dettrmined or whethef or not-
i) : ‘1;. it d1d not- so Incorporate that. iSecause I suspect it is N
) ’ ‘ bwfk‘: a legal pomt of viewothat ;oould have bearing is toﬁwhether ,’
A 1 or. not we can change it. ' N e j.;,e ke

MR. TROU"‘ The orig:.nal lease did not aﬂdress

N "s

)

:‘,5:;,:, ; o ﬁ%’ﬁ/_’s lf as I recall 1t to the six Percem; per Se. | Ihér‘e: -
f " ﬁ kwas :m’th& pr°cess*°a:“e§ot1at10n between the indu‘b‘tljy., AR
uA and the Comngsxon as to the metmd for assessing rentwl
s

| rates to the 011 companles and the:.g mﬁrine teminels. .
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,; sought this lease 1n.1965.

|3 and

' agreelng “to’ our rental,schedule.:

; nrne'years of $4,569 93 worth of moneyuwith us anduin s
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Those negotla ions were in progress at the t1me Sequoia

.'q,

Theyoagreed at that trme, to

pay $10 000 per year with the understanding that at such_ég

time as the Comm1551on reached agreement~with ‘the industryﬁi

_4?,} : .'L"«
3 L

e

~on- an approprlate ‘rental rate:QSSessment or a rental ‘rate

, retroactlvely back fo the effective date of the lease, thatti‘

amount. ?/%;_ ‘ T -

1 think Our only'pornt is that there‘was really
“no negot1at1ons. The 011 companleSRfrnally capitulated

in agreerng”that the Commission's approach 1ts rules ané

' regulatlons arfectlng the- Lental rates for these kinds of

LG

fac111t1es was a proper and)correct approach,and thEy

Q

" the percentage of appraised value, 1nc1ud1ng not- only the

a9

actual area oceupled by the faclllty but an aaditlonal,area:

- = &
cf use, maneuverrng,space berthlng space, whatever
” .

addltlonal exc1u81ve cccupancy they~wanted as this is an

effectlve and anprenrlate'wa) of:appralsing the‘property

1x1ng the rent. e" .o
o . And as such;'*he amendmeat@ the ?rimary'purpose
B = 3 7 8

of thlb amendment rs to ameud the legal descrlptlon to

’5-?\\\} -

reflect a recent boundary line agreement. They are

They Have deposrtedrthe

S o
o

=3

P
T

have, to a company, DOW agreed w1th.Sequoia s agreeﬁEnt to; R

: schedule applrcaﬁie to thlS type of leasrng, the§§you1d payf:f[,f»



S R T B
Q‘ 3 ‘-a,ﬁcfj;fion have pa:.d $14 509 for - the next pen.od . e
3‘ 23 & Th1s then brmgs tl—'am into line .uth e11 of the §
‘»: B, -3 other compam.es who have in effect to ally c;.p:.tulated to 5,51
[ ) = 'i the ﬁomm:.ss:.o:r s rentél rate rules aﬁ‘d regulations. ‘ : :
' T 51 e - LIEUTENANT GOVERNOR MMR. Ue are not then : ‘ ’
6! fextendlnc the' I‘ength of* time of the Iease"‘ - _ - ;
3 1 MR TROUT: The 1ease is not being extended It
- S8 ‘has three -z it is a forty-f;we year lease, a fifteen year
i 9| initial term and t:hr:Efedd:.tlonal renewal periods. This ; %
= 1o is not a renewal of the leasé. - Ei'hls "{s an ametldmnt of :‘f %
\ o« 11} the 1ega1 desc:riptmn ana in effecj: a flxi_gg_ ot'__ _Q rental | B’
| o F . o u\} ‘ rate pursuantc o the aareement of the 1nduﬁry thlt the ’0 %
o = L3 Comm:.ssion s rate flxxng of rental rev:l.ew pre ccess fs $\\ 1
. ‘ o |4  approprlate. R P . R ::\ o " . :
o 15 3 LIEUTENAN’" GOVERMTR HARMER' Any action we took |
18 | here would not affect the j.mpaet on this lease of the
. 17:" change m ‘the percevtage from six to eight right” \f :
18] MR TROUT: At the time that this weuId be renewe&ii
19" 'm 1980 it would ‘be subJect to_ the perceuf;:age rate or 4=
- 'ze. {_;‘:'whateve* Was. then in effec:t, the same as with several fotheri
1] >011 compani‘es. B :’\ N
ei 2 ' LIEUTENA.NT GOVERNOR HARMER: But nqthing we. do
v o 23 f here affects the time when the 1ease is SubJect to reneﬂal
5 ﬁ zs - MR. TROU‘I‘ Correct. - : \ L k (
F;,‘: - ” | - e :
v N ’ . ;
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{.everybody else»and 1n effect
they have to pay
;his item.

Mr. Chalrman, excuse me.

o

‘sense all klnds of Pgal-problems.

can We’

rlghtrto adJuSt the percentage rate on the Iast five years

‘3ﬁ0£.the first term?

LIEUTENAN'; GOVERNOR HARMER:

LIEUTEN@&T GOVERNOR HARMER

CHATRMAN FLOURNOY:

MR. TAYLGR:

MR. ~ TAYLOR:

‘MR GLADISH'
CHAIRMAN FLDURNOY
MR GLADISH

&

- by thlS action today’brlnglng 1t into conformlty with

ettllng the dlsphte that has @7

. P \
MR. TROUT: As to the rent. ‘Thatis the efﬁeet of{

beedkgelng on for nearly fen years aé to how much rent

s

AN
I S @

It's all right.

1 hope the Attornﬁv—General keeps listeding bec ause I

b

N

o

2}

Dmay be a&opted and they can worry abcut the new perlod7

Cha:.rman7

Yes.

Mr. Taylor couid we reseive the~}7

4/\<

o

“Thank you.t

‘We cannot in &esence -

R

So we are sxmplyu :

- ~

We can t@-- o

R

fchanve the terms of “the lease by anythlng we dc here today,

(s}

A

CHAIRMA&’FLOURNOY-; Well, we cou;dnst say we w111
knock 1t down to ten years and that ref lects from the time

it was entered into until the time giyc\xhese new regulations

No, I do not b611EVe that you can.\;

&)

b

O
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23

20

25 |

- me that my understanding is sllghtly different

20|

'Il&" “"’3;« : q
Ll T 5
. s =R T °
L s |
: ' NN o N
) - MR. TAXLOR' Off the record. N,

Crhereupon a short discussxo Svas held off the

’ v"“l;;f‘ : "{ O," - " - j - 1!&, 7 i
Ce rebqrd >y R P (ﬁ
& = g ;/"

- CHAIRMAN FLOU RNOY:

=3

“to speak.on that.

- ; Lo © T s o

K Good. You are 'oing’finé.

ya

' ASSEMBLYMAN CORY:
This is wny I thought you‘Shoul&'put it é;er; It seﬂms t0\<

n the

°

staff but very elose to the Commxssxon members, “that the

. rentaljfee wag in di%%uto and it 1s subJect to what you »
7 decide here today if you decx\e as to what that rate should .
= be L

.ﬂ

X
And if you should decide it qhould .be at elght percent

rate and if they are wllllng to agree to it, Seguoia agrees,~

U

you can take it back elght percent.’ The e is a rate: in

. dlspute and there is optlom to do that and it’ seems’highly

_napproprlate, when you have got on the same agenda as e
orlg{nally prepared ﬁ; 1tem _going to. elght)percent to
approve thlS retroactlvely at six. s

There are some Otner queotlons I have but it seems -

to me that ,you - havé“a great deal of optlons and rather than

T TS

=
- to ferego thos Iithlnk they ought te be explored.

O ‘MR, fORR Mr. Cory, for what its worth. my L

)
suggestlon wodid be that 1t would be unfair to the company

| to go badk.ten*years at an elght perefﬁé,ra te when we are

only now arrrving at what I cert a1nlﬂ¥

< - - =

L@

N

hlnk,png§pect;vely -

b
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B AR " ASSEMBLYMAN com, I would syggest that the fact.
‘i .;;21,,5Q§pfthey ha%e only pa d $10 000 QO for“fburie en years ° g?g
?lNfoie'wwﬁéZ they Shoulddhave been paying "rard “we can 't appar~M%1¥Q q VE
?JA = wifm‘legally cdllect thé 1nterest - that tw0‘percent klckgf;ng”rg ogj
° e ;3f fwhlch legelly can be put on cnd Ls Hoty 50’ unfalr{_ ~ Tiey have Af:
o EG\ been sketlﬂa prettyu%ree and pretty equ for fourteen ye;rs;: ; gi
7 1;;“f%~ CHAIRMAN FLOURNGY, My own &iew ie that I fﬁln ;  ‘
o 'ﬁ the,Kttorney General ought - to research what the30ptions erei;' ~_3
‘gigﬁa 9L and come backeat the‘;éXL meetlrg and’ lav it out.'** . ’%
RO ) R e T - § y
. 1 ;'é » UMR SHAVELUOW ,Mr?iChairmaﬁi:I was .just going . o '?
: § t0>say that we didﬁ’t ontempiate that this wasagoing to s ; p
be a‘EOntroverSLal item and we would like the opportunlty t!ef :
to study~carefﬁ1 y the terms.‘ov L N u. ’ ‘5: »;Ff'é
. CHAIRMAN FLOURNOY: 'So moved. - - IR 0 o
.. LIEUTENANT GOVERNOR HARMER: “Second, e R
| . CHATRMAR ~fl=‘LOURNOY‘ An’d.plassea. S g

r ,O’Tcay. That: takes care of SC. ,4 Let s mbve <on.‘:> o

I have here a- pote on 1tem 13A. Oh yes, Maln Zo1e Unit

HuntlngEon Beach\§3e1d Orange County‘ e ® o

:?;;MR} GLADISH' .Ye , Mr. uhairman and commissioaers

°~thié/itemrrs a request(to protect our 1nterest financ1ally
dand to protect Ehe energy supply from,a,broad standp01nt A
JEg a e
by mndifiing certaln leaée revalty ratesg Specificarly I
ém going ‘to refer tO‘a numbet of 1eases tomblned‘into x»ﬂ?ual’*U
. {‘*5 ai) g ~ e .
o o = _‘7 B B o T VVUC ‘A‘\O— .
° g ) T | = . ,C?) _ . »
-z ) 5 - j’:\ N y . o ° o =
e % = r:’ 0\}\ - Ve ) = P @
[‘\ F e . r:—'t* X = .
> o & I - 5 @ ; o
. _, . N ce . = o i




§> = SN 3 j . ‘a o A S ;
T R
O P T ® R &
E“-i‘: BN 1s known a.S a 91 1 Main ZQne Unlt. ThlS um.t was: formeta IR
= ¢ = :'!—’}j 2 Fae - C= — iy
e T e e -2} for tE*e beneflt sz lease holders and, *1'he State‘ f 0 4,4
o , o) ‘ (e e
Sae el T ﬂa 37 Most of these leases have, produced 011 =ince~ the | o
2 SR A ° ; 1
3 2 4 193D’s. In-1972 a urrE ‘was fo ‘med as, ,a mean’s “to maxn.mize/? .
~* =Y = = ~ Q\ . H
o Yivs P . = B oo
S 5 aéditlonal recovery. e frn short the unlt as ;1t exists o
. > - B y)/ - o = :'\é‘:f" -
g 5 ., 6 *'oday, con51stf~ Of thnrty leases con"rolled by Burtnah 011 : ‘
LR 7| and Gas, and ~twenty held by others, P Cel S _
- L“ : R e 9 M . < N N
S 5o 8 = ’In 1972 wben the un1t: was formed, severa1 thmgs ¢ »’
. . C e happened. The §tate a-pr.oved formatlon of, the unit: f:o o § é
e T e g | R
- .10 fac111tate secondaxy recovery by water flcodlng. - Burmh o !
E iy K ~
* 11} eil and Gas spent abOut $4 m:..lx.on/ m cap:.tal investment‘ g
o v ® 12 Most {)f the or:.g:.nal wel‘is ‘were pu.ugged for efflciency ’ ‘ °\5§
TR /. 4 . R
Lo 13 meaSures“and new- we‘l 1s were drlue As 8 *esult of that RS
0 - o - . L 57
‘ ‘ o T - R A
‘;3.' 14| a mlxture of oil ‘and water 1s produced m.th 4 rat:.o ef .| ﬁ"‘i
- 0o o * - i o . /,r -. ’_«‘D G ._‘Q'
P v \@l_f’s» i aﬁout f:.fteen barrels of mix for each barrel of oil ctnat~ N %
N © e éls rf.}ecovered». There a*‘e great variat:_,ons* *onithlspbut th‘a‘t B '%
u', o . 4. 3 R . o R N = QU = .;;‘
A ol lff}, is about the averaﬁe. ) 0 Q= 3
: 0 T . . : ‘?,r la: s _1;.
: o ‘\\Iﬂs - e I might 1nt‘erJect that these Iea\es - in the R et %
.',; ’L~ . 0 L N Pes o - ; hi\ K'yi
3 S : /“9 aggregate have produe;d about $30 mllhon“ifx\ ro_yal iel 4 T a 4
- - e s = Z = T oo
- = 20 f:;?i*the State \(7\,\,/ - T - ® g !
,. o ) B = v e Y = o N - ? ;
o 21 After- the unit was_ in erfect and the thx.ngs I .
')" = i ‘D = ’ te® : \\ 5 ] o .
) 3 mentloneu had gone on,  the pregected reservoir est;x.ma“te B
B ) W “
-, 23 of recove*’able 011 was rev1sed downward from somethmg
RS 02'4' llke twelve and a half m.llion barrelso to about four mllllon
4 2_5 -\ barrels. 011 prlces for thls 01l hdve g:isen from $2.60 a
o B > :‘ c\‘ -7 SRS N bl ’J‘; .

" ,i . s ? n o N ] ) “ \‘\;

[~ . ! °s ©oe ,C ) = = ‘Y . i =\
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1 rate.

' rate due the, State.
73

= 4}

for- exghty-four..
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"f\ualre“*to well overg$19au0

hls unlt

S

The higher the prlce of 011r

o 3 * - ‘ 3

NOrmally thls

f% a J%lt Lo a 1ease holder or_ -he qtate._

TS un lque .

would: be. a Qelp;&*

- Pon

4

Mbst of the leas&s

La .

1n this unit pay ﬁﬁe~State on.a prlce sensitlve royalty°

e-hlgher’the royalty

At the tlme “the unit was forqed ’h 1962

and other related 1fems.

adgustment in royal ty rare would

thelr facts were rlvht that the ue

percent oﬁ the Darelcipants for

SR LS

P
4]

N

they'would be ccupelleo.tolbreak thewunlt unless some;f

o
=

l'was a major concern.to us 1f ass: mlng that:-

fr\

the State would sustain a potential loss of
This 10:8 could coecelvebly come about by a

royalty rate that coJld occu& 1£ thelr interpretation end

=

about twelve and a hal‘ percent.

‘

Q

A

iv)
= L

v

thefprlce was“such,that ‘the royalty rate was: aboutztwenty-two
percentr- At todayrs prlte of $10 40 for this 11 l‘ﬁthis *@ ’
area the applicable royglty rate s ?1ghty-fbur percent. : C

Out of everychundred barrels produce&tethe State gets paid

G {

Thls leaves sixteensbarrels to cover costs ,
. - R

B
@ : N ]

In FObruary of thlS year Burmah 011 and Gas and

“vothers 1n the Unit came to the State and,indrcated,tha*Q‘L

be fo*thcomlng, Thif mattq\ c

they were right)
aboet ﬁg mllliong

change in the”ﬁfr

&

could ‘be broken.»irhe .

o
GO

royalty raterwoold declzne under tnose ‘circumstances to

S C/S

2 o
o

nonprofltabillty. : v.;;ﬁij'*

,4

&

ThlS unit can be terminated.6§ a.vote of elghty -9 é:r e




=, & "'u B . 4' ’j" LR 7:
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© ;}» ; T F - ’ \,’ ‘A 71 ‘4.
;[%i 1 e, the last ten months have dlsputed measurements P
SRS I S 'G\" , -
’ 324 on profitabllltyvbut our analys1s ‘of ‘cuzrent’ conditions ;”D S
Q : 2 ‘3} = 3 - “ ':u"‘i
g R Y 1nd1cates that they'have a q‘t:]:lzmc' case. Thelr analy31s qi:‘ L 5»5
: ( . . N AT SR |
B course leaves no dcvbta s L e R 0 R
il N LG ‘ L s; ‘ ‘Laugb]ter.) X - } o S g o oo C N ns - ‘_"“d
3 S8 Sk - MR. GLADISH: - leen the problem,“poss1b1e L T
: = . o PN T 5 3 "‘Eﬁ
i o - - -.f(
S N 7 lltlgatlon, ;1ke11hood of termlnatloo o§ tne enit, potenti&l
= i 9 spent some as I mentlo ed nine or ten months az staff . f}%?
e 10- effo**?}tcomputer txeo, outSLde,conSultants, expertlse from 1 5*
Toe s Con “the AG'“ Office. and'we recently arri ved at what ?e oelieve Qf'
i' : ) \\\\‘ . - - ‘ ¥
oo o 12l ﬁf%%ﬁbe an acceptable ‘ettlemeht; '% L e 8T
= s 13‘ Our goals in thls maiter: of negotiatlon were o
. 14| maxlmlze the State s 1ncome by-us:ng overaLl 1ncome under5;‘
S !5V current& although maybe theoretlcal methods, as\bur targe;.
3 |é‘ In other mords, we- d1d not want to change cash”flow gﬁwthe ;?
e 17 State. ThlS was melemented by modifv1ng the caSh\row “0
4 ]3{ ¢urve: so Lhat the uq;t waf placed in the blacx,during the
Lo |§ next two years, tue ‘main deftcit perxod Thls reductloncﬁn
8 N -~ - B
s 20 royaltf is essent;ally recovered in the perlod from yeanvtwo
N t 27 | to year twelve. In other words startlng two years iromﬂnoﬂ
P 22%[ and goi"g -on to\twelve years from.now. T R o
LT t E Ny ]
L - 23 Q° - ﬂ ﬁe.ha{e a pfoposed settlement tﬁat treats Bu:gah? o
g o0 28 011 and Gas sepérateiy frombthe other lessees becaﬁseﬁ' "E'?‘ﬂ‘
vl . .- R . s, TR - -
-~ ‘25 Burmahohas the ““1qu abllltY"tO conpensate t@ﬁ Sféte for a" ‘r‘,
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) Z . el.f/ ;S\ % ‘ = -
, short term royalty reauctlon hy:agreelng to 1ncrease ' B iz;:5f'
: zﬁ, rovalty rates i the’long pull “Burmah also bears theﬂcost f} |
e .3]| for 1nit1at1ng the unrt andfcarrylng out the cost of i
I LT X r " SRR B
e . e Ay secondary recovery < g . S ‘«; < R
B 7 o ‘;-’9.,Q = B m’;,x%}ﬂ
51 < The hichllghts of the propqsalobefore‘you in4}V S
BN A regards to Burmah are. these. We reuuced the royalty rate, |
o q the maximum royalty rate on primary 011 ‘ollcprodﬂced\for 5
: i 8 | the nefg two years, easement 1eases to fog%y—frve percent.qew
. .9 The royalty rate for. Burmah on the main PRC 91.1 lease or S
- ~!o°tksecondary would be 1ncreased from twelve dnd a. half percent
IR : 11 | to nineteen'percent for that perlod starting two yea?h from
12 now.. In addltlon Burmah would agree that 1f'the un1t is
T Tt 13 ftermznated by'certaln-vuluntary actlons they woulo agree .
IR TR to pay the State the dlfference betwe,n the pem,royaity e
. = I3 /, o ’ . B
= s :5' 1ate and what the State woulé,have recerwed without .hls |
' < o , N ~ Q} . ] e ] ) \L_; N N e
- . ls-; athstment., . e > o ;—xﬁvé
BT N B In thls case of’breaklng_i the hlgher royalty
S 18] rate on a secondary, it would also remaln 1n effect. Burmah
19 agreed that.thelr 1nterest in ‘the 91.1 Maln~ZDné\W0uld‘n0“~
»,:ot be qultclalmed'or otherw1se surrendered to the State or any"
AN B R ¢
. 21 other party wlthout prlor consent of the St’te. » . R
2 Mer ° nghllghts of the proposal“ln regaras 0 *he Co
S = Vnon-Bﬁrmah leaseholders are: Royaltles on. these fgases ot
o2 o . o1 ° . & L ﬁ‘f T
O 24 ‘”WOle be reduced to a- max1mum of seventy-flve percent for S B
. :25{ ’oil produceﬂ dur:.n0 the prlmary perlod two years. The_ “54
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<7|oo- documen& by the staf with tge adillce of-the Attoﬁrney
S n ;General" to .acc,o_\gnpl}_sh the _eforementioned pu rposes:f ‘ e
\u -+, .  CHAIRMAN FLOURNOY, 0ka§.e Is i:here arr 5 'O?g-.j
lka_ o ‘VIR GLADISH Excuse me, Mr. ChaJ.rman. I ha;ve*: G

x;‘" il . B : K -' - ". ks - -at,,,»—:j’ & LT 5"‘;7/“"7]
: B s 2 & 4 : . o2
. SR . - g,/’: ) - i - 8 \/ a TooE

8 of breakmg thC unit and Will have llttle effecf ‘an 1ong

@ Y

term revenue.) I ask that you apptove the: exez.utlon of ,

ST 011 Compa‘ny. He mdlcar.es that hi,vwould like to have the

16 , royalty rate reduced to fort; '-flve pe:.cent. £

1?7 V[R ORR Mr Chalrman/ I d llke to j st make

3

S
18 sure of one thlng that 1 believe I understood "‘he_ prlce;f

19 sons‘itive royalty is eight-four percent at. $10. 00. CIf it

“20°f went to $12.00 or $14.08 or some such flgure then they

2t ‘ would pay-a hundred" percent" o e
Tl MR, uLADISH' I beheve, as I recall, in lookmg

i 25. percent. : o
: 5 -
24 3, = o
& . -
= FE )'1. L e =
<] » -m -& ,'% . A
- = N
= N . S o < @
a:a' L F f 4 -
s R v
= = £
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- 23 2t those leases. that there“ 2~<e graphs attached on them tm

F

o

1.

14t some correspondence from Mf. A. C Marion’ of the Mar R1co~“°"’

24 expla:m ‘the rovalty rates. - I believe it exceeds a hundred g

&

; = = - - - }',\‘ . . G
’1, i > 28 2. 91
_ Y < "'m-‘«“‘
v o r = o - ) T
{3l " ¢ k= \° s o
J :“- 3—"-‘5 : . = v, RN “ °
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