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" yeu, Wé'll have conflrmatlon of the minutes of the meeting

correctlens or additions, Lhe minutes will be deemed

14

today. In the past 15 years, the State of California

i
i AC’I‘ING CHAIRPERSON ACKERFAN ; 1'1) etait over

i 1/
agaﬂn. T 1“hmk I have some procedural thlngs to g> through.
I'Lk leng the gavel down and everything. ‘

Mr. nght did you have a prellmlnary announcemen*‘

MR. HIGHT: _Yes, Mr. Cq ;1man. " Foxr th& record

Mr. Jervis will be 51uc1ng in a nonmvotlng'iaparlty for

/

Mr. Cory N ’/ v
AC'I‘ING CHATRPERSON. ACKERMAN: ~ Okay. Thank
af'July 24th, 1&50[” Are there any questions or corrections
by any of the commissioners'towtherminutes?

. COMMISSIONER MORGAN: The minutes are fine.

\

ACTING CHAIRPERSON ACKERMAN: Seeing no

approvud as submltted , : ' ‘Qz

Before we g; into the Executive Officer's report
angd items on tha agenda, I tHink it's lmportart to note

that we are here for a particular reason in Long Beach

has witnessed really an.unusual joint effort among the
State and the City Hf Long Beach and the’ 01l industry

in deVeloplng the Long Beach Unit

Today, ot xeally most recently, a milestone

b
i
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500 million barrels of oil from Lhc Unit.

done with no adverse effects on the coastline of the City

 Water Project has provided benefits for the people of

“>the production of anotheb

are being reviewed now by the Legislature and the Governor's

has . been reached
“n

|
|
|
|
J
1
And that was the productlon of .-
This has been N

of Long Beach. Anu,I think that's quite an impertant

pdint.4\§t has been accompllshedlunder a net profit-sharing ]
contract, which has reduced, the risk for the industry I
contractors and provided the maximum fun@s;for'statewide
benefit. And the use of these funds fbr)the Ceétral Valley
California from’one eﬁd of theuiféée to the other, as
does the¢CapitéI:Outlay‘Fund faélPuﬁliexHigher4Educapion.
That fund has provided classrooms, laboéﬁtorias and
libraries Qnighecampusesofthe University of California
and the state unitetsity and college system.
I believe that wé wili pé;s more milestones

in the near future. Undoubtedly, we will commemorate

100 million:barrelfﬁnc§gment

W1th1n the next ‘few years We will also see the ad&éd

staLeW1de beneflt from the oil revenue received by the

State. Recent directives from the State Departmvnt of

Finance indicate that the ﬁidelamds 0il revenues are going

S

to play an increasingly importantvbart in the future
financial status of the State, anyway.

The curﬁent revenues from the state tidelands
I .

-~
[
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Offlce and w1l1 provide-those maximum future statewide
benefits, %
Everyone that's been involved in this, I think,
deserves a pat on the back and should be complimented

for his or her part 1n helplng to maxmmlze the recovery

' of the valuable resources. It's CIltha¢, not only to

our national aconomy but-our security as well and also

to demonstrate that th;;:tvpb of oil operstion can be

done w1thout imperiling the env1ronment”and in, demonstratlng
the net sroflt -sharing concept is the wa§ to proceed in
thq“development of these public resources in the future.

I think at this pdint, I d like to turn it over
to“ﬁr. Northmop, the Executive Offlcer of the Commission,
for comments he may have concerning the milestone we've
reached todaV
 EXECUTIVE OFFICER NORTHROP: Thank you very
kindly, Mr. Chairman and members. The staff has been

= I3

pleased not only w;th the cooperatlon that we recelved
from'the City of Long Beach as™u trusgée in tliis matter
but also from the contractoér. QWgFa;e very ?}easeﬁ that
this has worked out this way. Thank you. M

ACTING CHAIRPERSOV ACKERMAN : Mr% Noxthrop,
do you have an Executive Offlcer s report?

EXECUTIVE OFFICER NORTHROP: Yes, M: Chairman.

4

I would "like to proceed withfthe Executive QOfficer's report,

S

A
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" if T may.

We have a particular problem in Long Reach

at the present tlme on a parcel of sell-off crude, that
is crude that was sold at auction and that recently I
underséand the parcel of some 600 barrels a day has Been

returned to the city. And we have & very short time fuse

in reawa?dlng the oil, bafause as I understand around

September 1ist the Oll will mot have a place to go.
i L
So, Mr. Thompson will go into it in some detail.

All right. About nine months

- MR. THOMPSON:
ago, the Commission approved the gids, forms and
specifications for putting this eight percent LBOD oil

We've had to give the present contvactor
.
the Ciff of Long

I

=y

out for sell-offs,
notice to take this oil, and, therefore,
Beach has the oil and must dlsposc of it.
Under this bid form, we went out and got it,
bids back, and then about seven months ago the Commission

approved the awarding of this bid to the highest bidder.
A}

ThlS was for a six-mouth period with two goptions to extend

for addltlonak\31x~mpnth periads, two smx;month perlodsu

The successful bidder at that time did mot =

]

exerc139 Hls oprlon to extend the second six months, whlch

starts September Ist.

This left’ the City of Long Beach,
15 i 2t

then, with this 600 barrels a day ofoil that they have

to do something with on September lst. 8o, this puts .
‘/

them in a very short time bind. 'ﬁ ey had to got out and

PETERS SHORTHAND REPJHTING CORPOHAfSON
7700 GOLLEGE TOWN DRIVE, SUITE 200
SACRAMENTO, GALIFORNIA aﬁsazn ,/'
TELEPHONE (018) 983-3 o
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have a sealed bid, because all these %&d@ must be sedled

bids, competitive bids. | [ -
They\gust got the bld; back yesterdav We

dldn t have time ‘to get this on the calendar itsm, and

thlS is of an emergency nature. 8o, we would like to

fill you in on it now and hope that you coéuld have a speciall

meeting to approve this particular sell—offpét sometime
in the ‘future, because it h:':ls to start September lst.
The Clty r'ounc:.l 1s actlng on it today.

By sealed bids, MacMillan was the hipghest bidder.
And you have the list og”bids in Front of yo;‘therc and
that particular letter, And they bid 37.1 cents a barrel
over the contract price. \

ACTING CHAIRPERSON AGKERMAN: Okay. The City
of Long Beach wxll act on this and approve the bid today?

N EXECUTIVE OFFICER NORTHROP: ,;Yeah1 We LXpact
them‘ﬁo’act on it in the City Council meeting that's” !
meeting concurrently with tﬁis meeting this morning.

) MR. THOMPSON : Tﬁey have a‘one‘ﬁweek 5;calandaring
problem, whercas we have almost a three- or four-%eek
leave. And so, we weren't jﬁst ablé\tb ger it on\fhe
calendar, because thiﬁgé just happened too fast.

FXECUTIVE OFFICER 'NORTHROP: The pptions we

" have open to us are these., We could proceed with the

bids, after advising you,: and have a ﬁpnfirming meeting,

PETERS SHORTHAND HEPQ\FTING\ CORPORATION.
7700 COLLEGE TOWN DRIVE, SUITE #0%
SACRAMENTO, CALIEORNIA 08828 °
TELEEAONE (916) 483-3601
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approved it. &

confirm it next month, or we could have a special meetiﬁg,
given the seven=»day notice as of today, and have it a

w///

Counsel, do you have any advice on that?

week from today.’ i .,

MR. HIGHT: 1In this matter, I believe that
the Commission would fall within the purview éf a specigl
meeting, which would require 24-hours' notice. And I
think that a meeting could be put together this week or, -

if it could be worked out, next week, as long as the city

ACTING CHAIRPERSON ACKERMAN: Is there any
goven-day notice requiremeﬁt for them prior to the Commissioi
taking action? : O {1

EXECUTIVE OFFICER NORTHRGP: Not on an emergency
meeting. ~ |

v

MR. HIGHT: It would be 24 hours on an emergency
éeeting.

ACTING CHATRPERSON ACKERMAN: I would think
that if the Cémmissioners agree that it would‘pezgppropriate
for us to actﬁprior to September lst to make things easier
for the city as well.

EXECUTIVE OFFICER NORTHROP: In that case,
we would probahly use the emergency meetipg’and meet in
Sanramento probably tomorrow.

ACTING CHAIRPERSON ACKERMAN: Okay.

PETERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN DRIVE, SUITE 209
SACRAMENTO, CALIFORNIA 95826
. TELEPHONE {918) 383-3601
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MR. THOMPSON: It would é&:tainly be nice to"
help the City of Long Beach out oy, ;\.hm, becauSL. this
was a problem of our schedulmg not t:hou:s aﬁd they'wve

done everything they can to get a quick turnaround back‘

ACTING CHAIRPERSON ACKERMAN: If we couldmattemptv’

r //

EXECUTIVE OFFICER NORTHROP: We'll stlun.tu///.e
i
it for Thursday. Counsel said he will take ne\ essaly

&/

=

steps in the morning to make the 24-hour notice.

ACTING CHAIRPERSON ACKERMAN: Okay. Thursday
COMMISSIONER MORGAN: I think I have a prior

E%i;UTIVE OFFICER NORTHROP# It won't take

issioner Morgan.  We can work it in before

0

COMMISSIONER JMORGAN: Fine.
ACTING CHAIRPERSON A ACKERMAN: In any event,

we should take action prior to September 1lst. Y

COMMISSIONER MORGAN: I agree. Thank you,

MR. THOMPSON: Thank you very much.
EXECUTIVE OFFICER NCRTHROP: Mr. Chairman,

) \
PETERS SHORTHAND REPORTING CORPORA‘T\HDN
7700 COLLEGE TOWN DRIVE, SUITE 208
; SACRAMENTO, CALIFORNIA 85826 -
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| 4
® on this thing. So, I'd appreciate that.
= 6 -
‘ 7 to have a(‘:}neeting --
® 8
°
N 10
e o 11
12 will be f:i.ne“. Do you have any comments?
- L3
@ . ! 14 commitment on Thursday, but --
15
16 very long, Co
E’ = 17 or after your particular schedule.
i o 18
19
E‘ , 20
| 21
\ ” 2z Mr. Thompson.
® = 23
: Ny ,
25 that completes my report.
@
® .
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staff in drawing up the access guidelines and insuring .

7

ACTING CHAIRPERSON ACKERMAN: Do we have a

staff report on State Coastél Commission matters?
| MR. GOLDEN: Yes, Mr. Chairman. As your

representative on the State Coastal Commission and‘tﬂe
San Frarmcisco Bay Conservation Deelopment Commission,
I have the following items summarized. The Statetgggstal
Commission has certified the Long Beach Local Coast;fﬁii\
Program. éonditions prohibiting the night drilling of A
oil were drgpped, based upon the testimony presented by
your staff.i The City of Long Beach will now assume coastal
permitting jurisdiction fxom the Coastal Commission over
most of the lands in the coastal zone within the city.

We have provided input on many Local Coastal
Programs or LCP's, concerning public trust lands --
Redondo Béach, Huntington Beach, Ventura havbor, and tche
City of San Buenaventura being the most recent. A number
of LCP's are still backlogged, largely because of
controversy surrdhnding ﬁousing considerqtioné of the
Coastéi Act. h

Our staff has participaced with Coastal Commissior

through the Commission's public hearing process that State Ldn

Commission interests were met, for example, propeL recogn*r1c~

of our role and the type of access easements that State

Lidnds might consider accepting.

te

PETERS SHORTHAND H SPORTING CORPORATION
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\ ; 1 ) Moving om to the San Francisco Bay Conservation |
6“ 2 and Development Commission item, an appliéant,
- 3 George Kokalis, in the Bay Area, San Francisco Bay #i'ea,
: 4| wished to build a pier on tidelands that were ggbld as
& 5| Board of Tidelands Commissioner Lots. The p:.(,\ér was going
s 6 to be a nuigance, in:that it would interfere tj‘»{zith a harbor
| 7 seal haulout ‘area, one of the few left in the Bay Area.
® \ 8{ The applicant built the pier without benefit of an Army
P 9 Corps permit or any reﬁuired state _perm"‘its.
10 State Lands Commission, along with other st ate
® - 1 agencleb, have refused ‘to issue a permit teo date.®
12 | Kokalis has retained counsel and has sued BCDC. We haven't
. 13 beon namedm and we may be, I don't know. That ‘concludes
LN § 14 my report, Mr. Chairman. |
15 ACTING CHAIRPERSON ACKERMAN: My congratulatidns
i6 to your success in the Coastal ‘Comm:z.ssx.on on tﬂe night
2‘ > R 17 drilling, too. i\\ (
B g 1| © MR. GOLJEN: Thank you.
i 55" 19 ; COMMISbIONER MORGAN: . Can I ask a question?
‘ 20 ACTING CHAIRPERSON ACKERMAN: ‘Sure.
| . 2] COI\GMISSIONER MORGAN: About t‘he access guldellnus,
! | ., 22} were you in agreement with the staff report on the
® 23 | guidelines? ) : /,',
, 24 MR. GOLDEN: Basically, we've l}adc‘nca problem
o 25: with the access guldelines that they've come up with.
&

PETERS SHORTHAND REPORTING CORPORATION
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Calendar. T uﬁderstandiltgm 2'is going to be Pulled off

the qgenda --

& N ' T v E
A oD .
N / R 7 |, . ' ’
\L) I . ) 4 . ‘

They afe‘still, howevey, subject to some finetuhing, The
Coimission‘hasn't réa;ly\dealt With;the Q?oblem Qf: in
My estimation at least, and T ti’zink Some other commiséioners“
are still in doubt ag to just the néed for accgss in certain
areas. And this ig the one problem. They want to finetuﬁe
a little more on that. | "

COMMISSIONER MORGAN: e .. the Coastal

h Conservancy hasg yet to act, as a mattervof,fact exXpressed

some reluctancq)to adopt all of the Standards and
r@cqmméndations. ‘And that's why. I was interested&v
) MR. GOLDEN: The C}‘onservang\;y ‘is in a lead
position in terms of being nominatedﬂto take ovyer m;ny
of these access ways.
. COMMISSIONER MORGAN: Right,
MR. GOLDEN: And I can understand this.. i
COMMISSIONER MORGAN: Thank you.

' AcTing CHATRPERSON ACKERMAN: _ John, do you

oy

have any questions? &
- COMMISSIONER JERVIS. No. )
< ACTING CHATRPERSON ACKERMAR. Okay. We will

Row proceed 4nto the regular calendar items. On the agenda

today, Items 1 through 33 are conéidered the Conséﬁt:

N

‘a\\\/ .

EXECUTIVE OFF:CER NORTHROP:  Correct.,

£ s
- 27
|
)

i » PETERS SHORTHAND REPORTING CORPORATION
, 7700 COLLEGE TOWN DRIVE, SUITE 209 ;

SACRAMENTO, cdt‘wor«_um 85028

" TELEPHONE (p1g) 3033601

7




S L. T R T Vi

[

i0
A
12

13

19

20

21
22
&)
23
24
pL

‘ are normdlly 1tems of admxnlstraL1VF nature which ar:

M;‘
15
e L

18 |

H

ACTING CHATRPERSON ACKERMAN: -- as well ‘as

Ttem 437 : , , \
EXEGUTIVE OFFICER NORTHROF:. That's cerrect, \\

Mr. Chairman. | | o
ACTING CHAIRPERSON A(’KERI@\N“ Okay. Items

1 through 33, with the exception of Item 2, whlch has

baen pulled "s considered the Gonsent Calendar These

S

ey

noncontrover81a1 anﬂ Wlll be approved upon proper motion

en masse by the CommISSlOD.

S 1Is Lhere anyone in the audlencL that has any
% Y , _
guestions or would like to request that any item on the

‘Consent Calendar be pulled off and disgussed as an

(
1nle1dual 1tem b@fore the COmm*SSLORQ

)

3

MR, DALQUIST: I have a comment. _
AGTING GHATRPERSON ACKERMAN: Yes, sir? If (L
you could come forward and identify yourself, please, \
in the microphone? fihich item would you like ta*—wﬂ

| MR. -DALQUIST: Item number 31 fb\ange County
Envxronmental Management Agency. My name is Pete Dalquist.

I B prgsent tné\County of Orangp Envxzonmental Management

M//;Ageany .

We received a staff report, and We«@rafnot

in concurrence Wlth one of the wordlngs 0ﬁ§tha staff member.

S

I have two letters here I1'd l &ﬁaﬁo submit.

PETERS SHORTHAND REF‘QRTING coapcammw
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COMMISSIONER MORGAN .

M. Chairman, I have
“8 question. Are these letter

"8 items that have been
presented te the staff Previously? . . o0
=

MR, DALQUIST-

DR

I'm sorry.
COMMISSIONER MORGAN
to the staff prﬁVlously7

"I can't hear you,

Were these Ttems Presented

\\‘
" MR. DALQUIST. No, they were not.

We just
received the Staff report latg 1ast week

COMMISSIONER MORGAN ; Excﬁse e a minute,

llke to request that the Cha:rmdn
.this item aside,

K]

ACTING CHAIHPERSON ACKERMAN

Would that be
satlsractory?

MRfGDALQUIST- I'm hav1ng trouble hearlng

ACTING CHAIRPERSON ACKPRMAN What I'd 1ike

MR. DALQUIST Yes.

That, would be acceptable
ACTING CHAIRPERSON ACKERMAN ; Okay
COMMISSIONER MORGAW ; In that case S I'1l move apprgval

the remaining 1Lems on the Consent Calendar\

,'k

PETERS SHORTHAND REPORTING CORPORATION

7700 COLLEGE TOWN DRIVE, suite 208 - - *
SSACRAMENTO, CALIFOANIY 95026 -
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1 ACTING GHAIRI?L;.&SON ACKERMAN: Okay. T have
ed rd a motion. If there s no abjectib n, the Consent Galendar
y | 3] "will he deemed‘ approved with the exs eptlod OJ: Item 2,
i; /l 4 w\‘iich has been pulled, and Item 31 whlch will be placed
0 5 3 ha agenda later this merning.
\é 6 We will now proceed into the R?‘?ular Calendar
\ -7 items. Item 34 and 35 both deal with the City of Bureka.
» ) 8| Mr. Northrop?”
5 EXEGUTIVE OFFICER NORTHROP: Mr. Chairman,
| J .‘jm Ttems -- before we start, it might be wili that Ms. Miﬁer,‘*li{
@ K 1 in the back, has registration. She is at the right, back L~
cel w2l oif you ‘1l stand up -~ and has ruglstratmn. If anyo"he
) 13 would care to address, the Comussion on items e:Lther on
%ﬁ M‘ the calendar 'ra'r outside, she would be happy to Furnish -
‘ : 15 them with a slip 'so we don't miés anyone, "
5o 16 ‘Mr. Chairman and Conmissi%mers, Itém 34 and
O | ) 17 35 we would, ::.f it plé’ase the Commission, we‘d like to
| ; 18 take as a unit :—md have Les Grimes from ocur Lands staff
s 191 explain thc trausactlon, if we may.
8. 20 ACTING CHAIRPERSONHACI\ERMAN That would be
. 2] fine. \,
a2z ;;xx;curmi}E OFFICER NORTHROP: Les?
O o 23 MR'.‘ GR;@S: Mr. Chairman, (;,}ommiséiqners, Item
| 2% | 34 ends about 12 yeérs of litigation in the Eureka
O , 25 | waterfront « This particular item is a set;\tle'ameng of 21
ﬂ “ ﬂ B S
o x 0  PETERS sndnTHANn REPORTING CORPORATION
¢ o
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| o i ) existing lgwsuits; If 'T can, «I'll step over;fxere to
e - " 2! the exhibit so it will x;,anke Y ‘ (
! 3’ AGTING CHATRPERSCN ACKERMAN: Please. ‘
D 4| =7 . COMMISSIONER MORG*A;., There is a problem with }
(& S hpeshe B k =he's over, ! there |
o . 8 ACTIl,\TG CHAIRPERSON ACKERMAN: Do we héi\re a %
K w . 7] microphone over there? ' g 1'7’{/
.- . 81 EXECUTLVE OFFICER N.RTHROP: No, we don't. Let's
j\ : 9 see. | \ﬁ : h | . |
‘ Wio MR, }RIMES: Arcata is seven mlIeS’ that way.
® \H (Indicating ) \&9 eka 1is about 300 miles thmjaay. Laz1o s
- 12 M Fish Restaurant \J\_\s right there 7 (Indlcatlng
b i3 e if you recall about [";\\.year ago, maybe over
@ Sy 14 : a li rtle, over a year -= :/ |
s commsszor;a MORGAN Les, Eureka is not 300
o 18 miles sout_h. )
Q : ., 1 MR. GRIMES: San Franci‘sqo.c:
I 18 COMMISSTONER MORGAN : Tha[nk_you.
19 ACTING CHAIBPERSON ACKERMAN: 'Tﬁi_at's close.
@ 20 (Lau[g"h?er J)
| 21 MR, GREZMES If you recall about a year ago,
22 1N tha -~ about a year ago, the Golmission approved a
%& o 23 setL\lement Jfrom where Joe is po&nt:mg down to chrhway
‘ O'p,.\,, 24 101, \\\Whlc}:( goes up to Arcata.
"y 25 " The present settlement is from K Street here
®
?\’?’ PETERS SHQRTHAND REFORTING COHPORATiON
e . . e
o TELEPHONE {318)-983-3601
P N .\
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i | down to Commercial Street. Th\_ set‘.tlement was made\wa.t’n

the Eureka (\waLer:ront plan in mmd We plcked up “ "):

2
3.| additional access along the waterfront, picked up addffi»féions
: 4 | tc; the tew First"’//ﬁtreet that they are building thore
® 5 put all of the stfuctures under least that are oul. beyond
& 6 the agreed waterfront boundary, which runs ::Lght alfmg the
7] -existing water line.
®. R The City Council has approvcd the agreement’ \}y
A 9 The 100 or so pr:.nc:lpa}ls ha:\f;a/all s:_gm‘d the agreement.  /

. 10 The Attm:ney General has reviewed and approved the

® o LR apreement., Uis people were involved in the negotiatioﬁs.
’ < 52| The staff of the State Lands Commission also redbmg‘mendsé

~ K ) 13 tha@l{; the Commission apf}crove this settlement“.d

B N EXECUTTVE OFFICER NORTHROP: Could you separate

C

bos items 34 and 35 for ihe Commission?
16 MR. GRIMES: bkay. Item 35 is a transaction

® 17 that took place back in 1973 but had a ten- year time perlnd
!\X 18 for the Commission to make the findings that the trust

L casement was approved. It involves this piece of property

® o 0 here, Whlch was acquired so that the new fish plant, , the

’ 21 fish process:mg plant, could be built there. It had been

| ' 22 there and is the most imposing structure on the waterfront.
A | ; 23 It's about a three-story job.

v 24 This transaction involved the city purchasing.

25 | from Northwestern Pacific this piece of ground here --

@ y
A F‘ETEHS SHORTHAND REPORTING CORPORATION : .
‘ i ' Lo 7700 GOLLEGE TOWN DRIVE, SUITE 209
@ Y s ) . © SACHAMENTO, CALIFORNIA 95826 ‘

R TELEPHONE (0t8} 39[&3601
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(IndlsnLing ) - mud whate$§r ruversionar& interest they
may have had in thoe elty bon& hnrbor, which is right
adjaount, and convoyLng Lo‘L&um a small piece of anused
city property that was an abandoned dog pound.

Thid “ransactfbn also h&s been reviewed by

r' <

the Attorn;y GeneraL and the staff and finds that it meets
the cvlterla. And the Cnty Council has ppproved it. All
OL the pa@&ies have signed the agreement‘“

\ /L/'"

ACTING CHATRPERSON ACKERMAN; © Les\‘z

[vd

MR, GRIMES: Yeo? |
‘ALTING GHALRPLRbUN ACKERMAN How many parcals
remain for seLLluman, or 1y lh[q ‘the final one?

MR. GRIMES: This winds it all up. In the

'\\\\ . . N | \
downtown area there % some stuff down here in -- west

&

of the Broadway ared, which is transition-type property,

redevelopment stuff and all. nﬁﬁt there is no lawsuit
pending downythefe. And it's just a matter of neggéiéiions.
And that's all under controlcby the city.

- ACTING CHAIRPERSON ACKERMAN: So, this will

N\ /2
W 7
— p //,,

complete all the waterfront exchanges -* 7

MR. GRIMES: Yes. 7
; ACTING CHAIRPERSON ACKERMAN: -- and séALlemgnts9
° MR. GRIMES: From here dowﬁ to here. (Indlcatlng.;

ACTING d;ZIRPERSON ACKERMAN:ﬁJIt's quite a

project. o p

3l

PETERS SHORTHAND REPORTING CORPOHAT!(@N
7700 COLLEGE TOWN'DRIVE, SUITE 209
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1 it MR. GRIMES:—Eleven city blocks in this %;%/
;Q) settlement an /iﬁﬁﬁgya mile and three-quarters in fﬁZB |
3 oﬁe. /f/ | \ ‘
al ACTING CHATRPERSON ACKERMAN: And the City R |
5l Council has approved these, and they are happy with the
6| deal? ;
.z T R . MR. GRIMES: Yes, they are.
b %\' | 8 COMMISSIONER MORGAN: Les, are you aware of
,,;ﬂ 9 anonpposition? 5 v |
10 - MR. GRIMES None. We've had a number of hearing%
® oy and prc_sentations in the area up there with the City Council /
jz  and all, and nobody is against the settlement. |
| 13 o COMMISSTONER MORGAN: What does the State get |
4 14 out of this? U | ‘ R \
T 4 MR GRIMES ' The State is kind of a backup
o 16 | in the lltlgatlon problem. There is a -- the State has
® 'X‘,, 17 ’fcome to‘the ‘aid of the City of Eureka, and there is a
“V/ﬁ - gé ,'Bpecial{LppFopriation of $500,000 to pursue thisﬂ}itigation.
0";, ‘|§w"Hardly‘a%y of that $500,000 will pave to be used, because
® 20 /,/,; it has been settled rather quickly.
_}{y ; COMMISSIONER MORGAN: Would that revert?
- 22| / a EXECUTIVE OFFICER NORTHROP: It would revert
F‘L:¥5 | 23 "if the grant was ever revoked. We would have to take
;xo $ 24 | it back in the best of our interests, yes. |
A 25 | ACTING CHATRPERS)N ACKERMAN: John, do you
A—
Y  PETERS SHORTHAND HEPCRYTING Z2ORPORATION ¢
I Y

TELEPHONE {916) 363-3601
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"have any questions regarding the settlement?

COMMISSIONER JERVIS: Nj, I don't.

ACTING CHATIRPERSON ACKELMAN

I

Is there anyone
in the audlence who wishes to speak on Item 34 or 357

(No response.)

ACTING CHAIRPERSON ACKERMAN: - Without objection,

“then, on Item 3& and 35. ﬂ
\:-.\\f}

i

Les, congratulatlons on 12 years' womth of"

8l

hard work.
MR, GRIMES:
AéwLNG CHAIRPLRSON ACKERMAN :

Thank you.
Item 36, land
excbaﬁge égreements with Navy land?

“ EXECUTIVE OFFICER NORTHROP: Mr.

this igjanwéxchange of land located in the Mojave 'B"

Chairman,

and the Chocolate Mountains area of considerable size.

Most of this, if not all the lands involved on our side
v 4 Foai

of the trade, is encumbered with unexploded ordinance, = = _
% o ] '

i

which was placed there during and after World War II.

-8 a matter of fact, T understand, General Patton's tanks

trained in the Chocolate Mountains area. And there‘are

cpns;derable numbers of bombs there. And you knowy the

ngh regard I hold him for. So -- that was a quick aside.

) GOMMISSIONER MORGAN: I was going to ask you

whofGeneralkPatton was.

v,
§
i

the staff recommendations on the exchanges will befapproveq,

PETERS SHORTHAND REPORTING fJQﬁPORAT?ON
L 7760 GOLLEGE TOWN DRIVE, SUITE 208 N ,
o" —_— SM:RA ENTO, CALIFORNIA 95826 -
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1 EXECUT'IVE OFFICER NORTHROP: Oh, | « ‘
2 "(Laugh( Or.) | g ‘} )
to 3 EXEQUTLVE OFFICER NORTHROP: We are exchangin:g
L4 it for conmsiderably better propéitty”in the area of Horco.
5 Mr. Trout is pointing out th\e araa we re.c:ewed ll’l the area
8 of Norco. {: |
7 AC‘TING CHAIRPERSON ACKERMAN: Whére. is the
8 City of Corona? ’ \A e
9 | / EXECUTIVE OFFICER NORTHROP: The Clty of Corona
- 10 J.q there. Highway 15 is’ jtst below it. And we gave it --
3] we are glving up parts cS/F th‘i‘z sections in the pink in
N 12 ] that area, -
( EN ACTING CHALRPERSON ACKERMAN: Where is the
14| proPerty we are exchanging, ond what are we gettlng’f"
15  EXECUTIVE OFFICER NORTHROP: We are giving
16 up an area in the Chocolate Mountain area there and
17| Mojave "B" Test Range. It's not the total pink. It's
o 18 considerable area in that, but 1\1\3 s not the total pink,
= 19 | We have scattered few sections fc)r) township in that area,
’ u 20 There is a cons:Lderablaﬂ amount of l.an.., “We'
’ 2% are getting some good property »
2| COMMISSIONER MORGAN: The land has been determined
E C 23 | to be of equal value? ‘, |
24 | EXECUTIVE OFFICER NORTHROP: The land has been
“ 25| appraised, and it is of equal Qalue; Ifx/:.\‘s,,jan equal-value
& )

PETERQ SHORTHAND REPORTING conponmon
. , 7740 COLLEGE TOWN DRIVE, BUITE 208
® - L SACHAMENTO, CALIFORNIA 95820
cT T TELESHONE {at6) 363-0801
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exchange, I beliewva.

COMMISSIONER MORGAN: What are we going to

do with the land that we are acquiring?
EXECUTIVE OITICER NORTHROP: At this time we

have no request for Lhe land Tt will be available to

o

those state agencies that might need land in that area.
Probably, we will use part of it for our ‘ongoing, tree~.
planting program in the short term and other uses as
determined if other people wanted it. We have had

indicaﬁigns from General Services that they might be
interested in the property,

in the Chocolate Mountaing we traded out: It well may

be that we ~- now that we, have this, we may be able to
make some exchanges for other property with the Department
of the Interior or Bureau of Land Management in an area

that e would really want, in a forest area or some place

that we could make a trade. But we now have a piece, of

property that has some value,/and we have something ta

A

trade.

We have gotten the Department of Defense problem

behind us. And now we can move on to perhaps -- I T’ould

R
like to present to the Commission some options later of

an exchange with BLM on scme other things. I think the
piecce of property itself has value, And that's really

what we're looking at as a medium of & change to move

Certainly no ane is 'interested.

PET:RS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN DRIVE, SUITE 200
SACRAMENTO, CALIFORNIA 95826
TELEPHONE (318) 183:3001
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ACTING CHAIRPERSON ACKERMAN: Do we seill have
land interest 1n the Chocolate Mounialn area?\

) EXECUTIVE OFFICER NORTh OP: We have now
extinguished all our interest in thatdarea with this
exehanée, but we've retained the minerals. Did you ask
me minerals or -~ T .

ACTING CHAIRPEHSON ACKERMAN : And the live
bombs. B §

| (Laughtex:)

EXECUTIVE OFFICER NORTIROP: Yeah. Should
there be somegkind of a mineral diéccvery ihat would make
it economic té clear it or someone who would care to lease
it for that, it can be done, - *

ACTING CHATRPERSON ACKERMAN: Okay. Are there

any questions from the Commissioners on this 1tem9

G COMMISSIONER JERVIS That reminds ‘me. What's

\w.

‘Thappened to the plece of ploperty in Northern Calliarnla

where the U.S. Government used property for an artillery
range, and they are'attempting to give in back to us as‘
is? - What's happened to that? ‘

EXECUTIVE OFFICER NORTHROP: Jim, do you want
to rgspond to that? |

kY

MR. HIGHT: Mr. Jervis, I think you're referring

* to Honey Laka. Andfﬁg?date, we have, the same problem

z
4
i«

S
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" this is for a road easement of nearly two acres.

‘questxons £r°om the Ccmmmqsmone*s7

YR

=3

with Honuy Lake. The Federal Government wanﬁéd&;g.give

i{: back to us with a hold-harmless clause, that we would

‘ hold the Federal GovernmenL harimless for any of rhe bombs

(_

that they placed on our Jr'and We are sL:Lll trying to
negotiate with them WLLhéuL much success. '

ACTING CHAIRPE&BON ACKERMAN: " Is there anyone

“in the audlence that W1shes to address the Comm18510n

¥ 4
Vi ¢
it

on Item 36°

(No response.) . o

ACTING CHATRPERSON ACKERMAN: I will entertain
a wotion' : . 7 B o
COMMISSTONER MORGAN: 1'll so mave.’

 ACTING CHA,IRPERSON ACKERM?XN:” It's been moved,

“seponded, that the ltem.be approved without objection.

Item 37, United States Department of Agrlcu‘ture,
Forest Service, perpetual road easement.
EXEGUTIVE OFFILCER NORTHROP: Mr. Chairman,
| ACTING CHAIRPERSON ACKERMAN: Okay. Is there
anyone in the audience on Item 377 “ '
(No respon3e ) | ‘
AcTING CHAIRPERbON ACKERMAN: Are there any
; .
(No Lesponse )

ACTING CHAIRPERSON ACKERMAN: TItem 37 will

AW}

_ FETERS SHQRTHANH REPORTING CDRPGRATIQN
7100 COLLEGE TOWN DRIVE, SUITE 200 )
SACHAMENTO, CALIFORNIA 05026 L
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" be approved as presented.

'be deemed approved,

Ttem 38, United States Forest Survice.

EXECUTIVE QFFICER NORTHROP; Mr. Chairman,

this is an approval of a sale of a perpetual road easement

on the Pacifily Crest Trail.

ACTING CHAIRPERSON ACKERMAN: Is there anyone

in the audience on Item 387
(No response.)

- ACTING CHAIRPERSON ACKERMAN Any questions

=)

from the Gommlssioners?
COMMISSTONER MORGAN:
ACTING CHATRPERSON ACKERMAN ¢

So moved.,
Seeing none,

item shall bc aﬂproved

K ;?J Item 39, Chevron. U.S8.A., general lease right-
0f~way2ﬁse. o ' o .
EXFCUT\IVE OFFICER NORTHROP: Mr. Chairman,

this ls for a fouﬁ-lnch submarine gas pipeline.

ACTING ChAIRPERSON ACKERMAV Anyone in the -

. agudience on Item 397

A

(No respoﬁse.)

ACTING CHAIRPERSON ACKERMAN: Questions from

Commissioners?

"(No respounse.)
AG¢INGHCHAIRfERSON ACYERMAN: Item 39 will

P
i
s B . i .
(/ i - \\
[ e
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Item 40, Charles V. Kelly, applicant ,for a

15-year 1easu

EXECU‘II‘]E OFFICER. NORTHROP‘
15~year commerc1a1 general use permlt Mr
members.
 ACTING CHATRPERSON ACKERMAN:
Klamath River. .
_ EXECUTIVE OFFICER NORTHROP:
ACTENG CHAIRPERSON ACKE?MAN

Pardon?

River?

EXLGUTIVE OFFLCER NORTHROD:
River, wright,.

AGTING CHATRPERSON ACKERMAN:
on Item&402 Quastions? , N |
 COMMISSIONER JERVIS: No.
ACTING CHATRPERSON ACKERMAN:
be deemed approved without objecﬁion.

Item 41, Crown ZellerbacB orporaq}on

LXECUTIVE OFFICER NORTHROP

§

This is for a

Chairman‘and‘

And it’'s on the

" On th,é, Klamath
On the Klamath

s there anyone
Item 40 will

T, Chalrman,

this is for ‘four. day beacons to be instalied on the @

San JoaQulp Rlver near Antloch
bescons. " - |

ACTING CHAIRPERSON ACKERMAN:
to me a. day bcacon? : =

EXFC?PIVE OFFLCER NORTHRQP:

7

That's four, four déy

In the daytime

Could you explain

PETERS SHORTHAND REPORTING CORPORATION
7100 COLLEGE TOWN DRIVE, SUITE 200 .
S SACRAMENTP, CALIFORNIK 85826
TELEPHANE (at0) 3033601 "
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for warning and other directional aids, usually triangular~
shape day-glow panels are laid out forx nav1watLon on: ‘the

river. And fhese are day btacons. They are unlllumlnated
\/‘// "
btit the size and the color of them make them serve as

larndmarks.

ACTING CHAIRPERSON ACKERMAN: Normally that's

;because the corporation that s doing buﬁlness has created

a hazard that necessitates the naV1gacion beacon?
EXECUTIVE OFFICER NORTHROP: That's correct.
ACTING CHAIRPERSON ACKERMAN:O Okay. Is there
anyone iﬁ the audience on Item 41°? |
(No reggonse(}
ACTING CHAIRPERSON ACKERMAN:(xAre there any
questions from Commissioners?
COMMISSIONER MORGAN: No.
ACTING CHATRPERSON ACKERMAN: Item will be
approved without objection.
| Item 42, the Huntington Marina Assoc1atlon
COMMISSLONER &ORGAN I have some questions.
ACTING CHAIRPERSON ACKERMAN: Sb é@ 1.
"EXEGUTIVE OFFIGER NORTHROI)’E’: Mr. Chairman
this is 8@ recreational pier permit@for 92 small boat slips
for the Huntington Marina Association«of a 1l.344-~acre

parcel in Sunset Bay near Surfside yh Orange County.

-
i

ACTING CHAlRPERSON ACKERM}\N . Okay. I believe

{1 N —

PETERS SHORTHAMD REPORTIMNG CORPORATION
7700 COLLEGE TOWN JJRIVE, SUITE 209
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Susanne has some questions.

EXECUTIVE OFFICER NORTHROP: Sure.

COMMISSIONER MORGAN: There iy a comment in
the summary of the item, which I couldn't find éxplained
in the»item itself. But it says we're going to the -~
the amendment would delete the bond requirement. Wh;
would we do thét? / .

EXECUTIVE OFFICER NORTHROP: -The association --
do they have a hold-harmless on t@at? Do they have a
hold-harmless on that?

] ﬁR. GRIMES: Yes, there is.
- EXECUTIVE OFFICER NORIHROP: Okay. I think
that's tye answer I'd give on that. Go ahead. Les grimes:

g MR, GRIMES: This thing her% actually qualifies

gor a recreational pier permit Which,ﬁunder 6503 requires
)ﬁo bond, no insurance, nothing. However, because they've
EMWanted a slightly longer tenancy on the land than a :
» reareational piex pkrmit would give, we gave them a monetary
permit based on recreational use. And wé don't feel that
we can stretch the situation to require a bend.

EXECUTIVE OFFICER NORTHROP: We have a hold-
harmless.

MR. GRIWES: There is avhold-hérmless clause
iﬁ\tﬁere, an obligg%iqg to defend the State --'

AN :
\EXECUTIVE OFFICER NORTHROP: And insurance
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MR. GRIMES: -~ insurance.

COMMISSIONER MORGAN: Isn't this a little
unusual? Do we do this often? fﬁ -

‘x\ MR, GRIMES: No.

EXECUTIVE OFFICER NORTHROP: We do it. Go ahead.

MR. GRIMES This is®a llttlc unusual in that

it's a cross between a reoreatlonal pier permlt and a”

recreational use permit,

COMMYISSIONER MORGAN: n} the attorneys, e
?

staff attorﬁéys say it's all riﬁht

MR, HIG@T: It would

Yes. Tﬁiu is okay.

eliminate -- 92 recreational piloer permits would be the

other alternacive. And this combines it zll in one package
and makes it a little neater.

ACTING CHATRPERSON ACKERMAN: We still have

92 boat slips ~~-
MR. HIGHT:
{ ACTING CHAIRPERSON ACKERMAN:

Coriect.
-- whether it's
done one by one or --
EXECUTIVE OFFICER NORTHROP:
ACTING CHAIRPERSON ACKERMAN:

Or as a group.

1E they were
done one by one, would there still be a cost c0n51de1at10n°
EaECUTIVE OFFICER NORTHROP: It would be ==

it would balance the same. What are we looking at, Les,

PETERS SHORTHAND REPORTING CORPORATION
7702 COLLEGE TOWN DRIVE, SUITE 208
SACHAMENTO, CALIFORNIA 85828
(,J‘ TELEPHONE (318) 383-3601
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° For this item?"

it rigﬁt,ﬁthe places down in‘Huntington”Harbor@érenﬁﬁ

much, maybe.

50 apiece? &
MR, HIGHT: It wdu}d be rent- frem dhdur that‘

XECUTIVE OPFICER NORTHROP Itvﬂculd be renL~

\/‘ /
free under -- TN

MRi-GRIMES: Yeah, It would be 92 ducuments

to procesg/ and no rent.
/ ACTING CHAIRPERSON ACKERMAN: So, you convinced
them to do it together, and you cah, charge them rent?

MR. GRIMES: A little bit, yes.

EXECUTIVE OFFICER.NORTHROP At least get the

processing workud out. b

ACTING CHAIRPERSON ACKERyAN Okay.

. COMMISSIONER MORGAN: Wh@t about the comment

that thls would help on their loan) x

e §

“EXECUTIVE OFFICER NORT HROP :

Paxdon me?

COMMISSIONER MORGAN: There was a comment

someplace that thiu would help secure a loan. Is that

b o ' ;

.
H

ACTING CHATIRPERSON ACKERMAN: If I understand

J

worth too much money unless you've gbt a pier to,go along

with it. That's why people buy -- isn't that correct7

EXECUTIVE OFFICER NORTHROP: That's true Too

O\ £
It certalnly enhances their value when they

get one.

’ 4]
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ACTING CHAIRPERSON ACGKERMAN: I mean, that's

[

really why people -~ :
. ¥
EXECUTIVE OFFICER NORTHROP: Right. It's the

ocean front. )
ACTING GHATRPERSON ACKEKMAN: -- purchase down

there.

MR. GRIMES: Yes. The association would like
to have the ability to have thosc piers in place for the

ten-year period. \Fhat helps them get a loan on a house,

I guess. ¢

Y

ACTING CHAIRPERSON ACKERMAN: I have just one
quﬁstion, Just on recreational pilers in gener%l. Like
: Y .
in Huntington Harbor, that's getting to be a xmiore and

more gangested area all the time.. Dees the staff
Y ht

disapprove? Or in my recent memory, I don't recall the

Commission turning down requests for recreational piers.
7

/i

Have we gotten into-this, like inspection,pr ahytging?
EXECUTIVE OFFICER NORTHROP: We did a cupulative

EIR at the time we issued the first permit about two years
ago, as I recall, Bob just reminded me. 2

Jim, do you want to comment on that? You'd

better. Jim Trout,; the Assistant Executive Officer.

S

MR, TRQUT: Becausé .we saw this -~ because
Wwe saw this ~- I'1l1 talk without it. Because we saw the

problem of the total buildout in Huntington Harbor, Orange

e

/1
i
P
A

o
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County and our stafy processed a cumulative RIR which
considered total buildout in ﬁuntington Harbor. And the
finding was that because this was a totally ripped-up,
dredged area already that it would not be detrg@ental.

There are other areas, such as the existing Seal Beach

_ Net Depot and others that w&ﬁld require it, but we did

;yonsider that. And this is consistent with that EIR.
h ACTING CHAIRPERSON ACKERMAN: Does any other
gavernmeﬁtal agency have to approvef?ier permits as Qell?
Are we the only one that passes on ié? |

" MR, TROUT: Well, the City of Huntington beach,
I believa, issues construction permits fox theﬁbiers;

B ACTING CHAIRPERSONWACKERMAN¥ So, even if we
go aheadgénd approve the permit, they still have to go
to the loeal agency to get consgruction permits to go

(" N

ahead and’ actually build the piex? L

4

MR. TROUT: Right. And either the city or

. the county, which ever one is appropriate, was on the

cumulative EIR, - 8o, it's still covered under the same
thing. U , i
ACTING CHAIRPERSON ACKERMAN: That answers
all my qugstiéﬁs. John, do‘you.have an§§ P |
© COMMISSIONER JERVIS: No, I dom't.
ACTING CHAIRPERSON ACKERMAN: Sue?
” COMMISSIONER MORGAN: I'll move approvél.
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() ACTING CHAIRPERSON ACKERMAN: Okay. s there
anyone, by the way, in the audience on Ttem 42 that wishes
to address the Commisslon? w

(No respbnse.)
ACTING CHAIR?ERSON ACKERMAN: Okay. I have

a motion to approvéythe item. Seeing no objection, Item

42 will bn approved.

%ll rlght Item 43 is off calendar.  We will
go into engrgy and mineral resource development, Item
by, Shell 01l Company.
EXECUTIVE OFFICER NORTHROP: 1. Chairman,
this is. an approval of a 1ease undcrlymng apprOleatEly
52 acres of the bed of the Sacramento River. The total
rental on this is $20 per acre pl&s a royalty of 30 nercent.
In this particular area, the Applicant has

leased all of the surrounding area. - And we have the option

of elthei leasing it to them or -attempting to drlll 1t

ourselves However, in aLtemptlng to drill lt ourselves,
we find thaL we really do not have“a site from which to |
drill. 8o, we really have -- if we were to put it out
for a bid, we would be faced With leasing property and
the lessee having no place to ~-- no place to stéﬁd while
he dug his hole, so to speak, ‘ J

ACTING CHAIRPERSON ACKERMAN: Uh- huh

The

EXECUTIVE OFFLCER NORTHROP: So, we now are

PETERS SHORTHAND REPORTING CUHPORATION
7700 COLLEGE TOWN DRIVE, SUITE 209
SACRAMENTO, CALIFORNIA 05626
TELEPHONE (218) 383-3601
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£ i faced with this flat-rate royalty on a negotiated ,Subsurfac% {_;.{}
@ 2 lease. As you know, it. h'\s not bheen the poliey to use v:
S ' tha.s kind of a lease save in these k.mds of c:.rcwnstances,
4 And I think in this kind of circumstance ti%nave very ~-
@ 5 we have little alternatlve We havé no al%:érﬁative but |
6 to go w:Lth this type of lease or we'll wz.nd up being dralned,
7 ACTING CHAIRPERSON ACKERMAN { How long has
. « 8 Shell 0il had a leasehold on the surro( nding propertAy?
9 " EXECUTIVE OFFICER NORTHP\OP \ I don't know.
) 10 It's beer a considerable period of L:mﬁ ‘They've done |
» 11 a lot of work in thafﬁ‘ area and have for the Qast dec\:ade'; j
2 in s:ecuri'nv thc. ptx:opert.y surroundmg the river in that f
- 13 part:_culal(“ dI‘E-!:L ‘ ’ ) I
e . 1L \ACTIN(; CHAIRPERSON ACKERMAN Any questions l
" | o 15 from the Commissioners? Susie? |
) | 16 ” COMMISSIONER SMQ\RGAN: Ye.s. ‘The 30 percent
‘ A . o 1)ods a standav;d rate? ) J i
. \ 18 EXECUTIVE OFFICER NORTHROP: No. It's difficuit
| 19 "tp” say what the standard rate was ~- is. If you Weré‘
® . 20 a propertyowner in the area and had a ’“hund;ed acres, the )
o S 21 usual royalty is a one-sixth or a one«eighth royalty.
!\\ 22 | This ie Lonulderably higher than that. But still, when
!G 43 you compatre it to our leases, for example, offshoré )m
j;‘\ ” CI 24 | Long Beach where we get a 95 perc&nt royalty, it's !
S o 5 considerably less than that.
0
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But for this kind of 4 royalty, the industry
2 Chasbemasuxprisinglyuﬂifcrm in their offers to landowners.
3 So,

they would consider thig a generous offer, 7| consider

it an average-type offer,

UOMMISSIONER MORGAN: How will we know which
©il is-ours and which is not?

EXECUTIVE OFFICER NORTHROP,

There is g
- considerable arlount of geological work

done to get some

feeling as to the formation,

of what it looks like. Andg

thﬁre{are*Standard, accepted procedures in the indus

try
, K . .0,
£or unit formation and divi

sion by sand fount and

Permeability and porosity to throy a couple words out

that might impresg Bruce Thompson.

And studies are done,

and it's arrived at generally A a routine --

in a routine
‘manner in the indust:y. ‘

COMMISSIONER MOKGAN: And the records are
@y&ited? . ﬂ

EXECUTIVE OFFICER NORTHROP. Yes.

- GOMMISSIONER MORGAN . Okay. Thank you. '

ACTING CHATRPERSON ACKERMAN ;

Are thoéé records
- available right. now?

Simply hecause we

do currently have
an interest ip the land,

is" Shell Oil required -
EXECUTIVE OFFICER NORTHROP . I di:'
ttha

-

t know.

where are we on the unit agreement on

MR. EVERITTS: We have

S

t?

o

)not entered into -

. 7 ) 7///,/

o)

=
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we Jiave not- entered into a unit agreement at this point.s

We might not want to. We have to decide. We might want

to wait and found out what the production is like.

There's just a time thing. Sometimes you enter

into a unit before, and sometimes you don't. There's
no real geologic data, ~This is am exploratory well.
.\
course -~ thank you.

' AGTING CHATRPERSON ACKERMAN: TIn other words,

EXECUTIVE OFFICER NORTHROP: Right. But, of

ShelLQOil~§§y already be siphoning off?
EXECUTIVE OFFICER NORTHROP: Dom said this

is exploratory, so there is nho production in th& area.

b
) ACTING CHAIRPERSON ACKERMAN: ' Okay.
| COMMISSIONER MORGAN: Thank you.
ACTING CHATRPERSON ACKERMAN: = This is really

[ ; . ; ' ?V’r\;\
a way to protect our interests as Well{ﬁ,

A

‘EXEcumEVE’ﬁFFIGER NORTHROP: Yes.
! ACTING WHAIRPERSON ACKERMAN: Is there any

quastlcn on Item 44? : L

5 _ COMMISSIONER MORGAN: The apprcval would ‘be

7

to authorize the" EXecutlve Offlcer‘ro negotlate a lease?

EXECUTIVE QOFFILCER NORTHROP‘ +No, We ‘have the

R

leasc Ln Lfront oE 8.

) COMMISSTONER MORGAN: But we're approving that -

for purchase”

]
‘1 i)
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° 1 | /)\ | ACTING Q}IAIRPERSON ACKERMAN : _T.t \;VOuld ba to‘r
© 2 apprt:ve ‘a rental of $20 per acre and a flat royalty of
PR - 3 30 percent. | - |

. 4 COMMISSIONER MORGAN: Right.

® \; 51 ACTING CHATR:-JRSON ACKERMAN: 1§ Ehere anyone
g 6 in the audience on Item 4{!?

6 < T ; (No respomnse. )g!; |
@ 8 ACTING CHAIRPERSON ACKERMAN: Without objection,
’ ‘WU// 9 then, Item 44 will be approved. »

w0 ’ lq{i’ ’ Item 45, Union 0il of California. h
“% IRNT EXECUTIVE OFFIGER NORTHROP: Mr. Chairmen,

“ 12 | this. is tu approve, in principal, the preparat;ion of . a

I’aﬂ," gite for drilling four wells in ?Sonoma Courity for N
® 14 ‘ ‘Vgc;otherma\l".

° n is | | ACTING CHATRPERSON ACKERMAN: Do you ‘(\S%zhvé a

. 16| qggstioh? if | ’
®. 17 COMMISSIONER MORGAN: No. ;
[ LA /" AGTING CHAIRPERSON ACKERMAN: L/ there anyonoyv
: e 19 \ in f:hg audience on Itegl 457 . Any questions from :
ig' § 20 Commissioners? ‘

f | “ (No response.) 8 ,, -
22 ACTING CHATREERSON ACKERMAN: Ttem 45 will

® 23 be ‘deemed ap’proved without, Objectlon
o« 9 74 Item 46, Tosco Corpmratlon,.appllcant fon: a ~
:’/jh 25. “dredging permit.
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' EXECUTIVE OFFICER NORTHROP: Mr. Chairman,
0 ! 2 this is to dredge approximately 25,000 cubic yards in
31 Suisun Bay to allow Tosco to have a navigable depth wharf.
. 4 ACTING CHAIRPERSON ACKERMAN: T don't have
® o.i\ 5 any problem with that. “ | .
i § COMMISSIONER MORGAN: That's all right‘.» e
: g I 7 ACTING CHAIRPERSON ACKERMAN: Anyone in the
® ))\ 8 audience on Item 467 Questions?
© 9 (No response.) .. W
: E1.N ACTING CHAIRPERSON ACKERMAN: Without objection,
o \\\T/}/ 11 \ It.i\;@ 4’6 willl be approved. \,\
12 Ltem 47, Ghevron U.S(A.? |
) 13 "EXBEUTIVE OFFICER NORTHROP: Y. cﬁ\’airman,
9 i 14| Chevron U.$iA, has had some problem in getting a drill "
o i5 ghlp in posﬁ?:.on ‘to handle the drilling requirements on
16 |- one of thefr leases. The shortage of, drill ships because
?" 17 of OCS \}eases is not ~- is common at this partlcular time.
N 18 And so, ' for that reason, they've asked f}}r a one—month
; 19 extension in their -- as a deferment.
* 20 . acTmNG CHATRPERSONACKERMAN: Okay. J1s tilere -
e 21 . bOMM'ISSIONER MORGAN: Do they think . excuse
i, 22 r’ne -
e 23 ACTING CHATRPERSON ACKERMAN: Go ahead.
s 0 24 “  COMMISSIONER MORGAN: Do they think gne“wanth
| t fc 25 | “ds enough? , N
ﬁﬁ - i =
i . PETERS SHORTHAND REPCRTING CORPORATION
o, e ipiiinvig .
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EXECUTIVE OFFICER NORTHROP: Yes. 'They think
thej can probably do it within the time frame given, bgt
there may be a glich. And if there is, they don'tﬁwant
te lose it for a week or two. So, a month will handle
it. ~

" ACTING CHAIRPERSON ACKERMAN: This is just

because of technical problgms in getting the equipment?

EXECUTIVE OFFICER NORTHROP: Tha?ﬂs right.

ACTING CHAIRPERSON ACKERMAN: OAné questions

on Item 477 Anyone in the audlence? -~
:"/‘;/ ‘i\\\\ JJJJJ T ,) / ] e
\\ /‘ T T T T R T T

(NQ raqunse.)

ACTING CHAIRPER/ON ACRERMAN: Then Item 47
will be deemed approved wahouL Opj%?thn.

Item 48, State Lands Coﬁﬁission.

EXECUTIVE OFFICER NORTHROP: This is, an offer.
The Executive Officer would like to go out and have a
competitive bid for some gravel in the Suisun Bay. After

the bids come in, we'll return to the Commission with

the bids and discuss them at that time.

ACTING -CHAIRPERSON ACKERMAN: What is going

to be done with the gravel?

EXEGUTIVE OFFICER NORTHROP: Probably ‘)
construction. 7
ACTING GHATRPERSON ACKERMAW:) Okay. And there

is a market out there for it right now?

PETERS SHORTHAND REPORTING CORPORATION

7700 COLLEGE TOWN DRIVE, SUITE 208
SACRAMENTO, CALIFORNIA 95826
TELEPHONE {818} 383-3601
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| 5 u EXECUT IVE OFFLCER NORTHROP Yes. A blF | i
2| aggregate market. And if the AMEX goes,-all the gravel :
~ 3 in the United States is going to be neg¢ded.
4 (Laughter.)
¢ 5 ALTiNP (..HAIRPERSON "ACKERMAN: Are there any
6 questions on It{&m 487 Anyone in thfc)a audience?
7 7 (No respons_e.) ” -
® 8 © COMMISSIOMSR MOKGAN: We'll see what the bids
? look lll\ce, Bill ' . |
w| ' Exmcurive OFFICER NORTHROP: We'll bring them
® 1| back. If it looks like the AMEX is'going to go, we may
- 12| want to walt, : ’ —
s 19 ACTING CHATRPERSON ACKERMAN: Item 48, then,
® ' , 14| will be approved wifhout objection. //
15 Item 49 ‘6/11 wGeothermal Kinetics, Incorporated. ¢
e EXECUTIVE OFFICER NORTHROP: lir. Chairman,
* ; 17 we have a lessee by the name of Geothermal Kinetics that
18 has had some difficulty in obtaining permits in Lake County.
: : °19 Staff would like you to be aware of this problem, and
®.- 20 | we would like to take smn:L:Lme to meet with the Applicant
. ‘ 21 and discuss the problem which Lake County.
A 22 ""\\\\ ACTING CHAIRPERSON ACKERMAN:® How long has
® 23 thié:t;bee;m/gffing on? Hasn't this been kind of a long-.
"’ 23 standlng dlsput\.'? '
) 25 EXECUTIVE OFFICER NORTHROP This has been
® o
,, //ﬂ% | PETERS SHORTHAND REPORTING CORPCRATION | .
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&

a ioaéwstanding program we started. You may recall we
did an EIR, and maybe not, almost five years ago., How
long ago was it, Don, we did that EIR, we start%d the
joint hearing on the EIR?

MR. EVERITTS: It was abo\* four years.

EXECUTIVE OFFICER NORTHROP\’ About’ four years
ago, vety early, very early on. I think perhaps bﬂfore |
your term We did a unique thln" 1n whlch the atate and
the county got together w1th a, 101nt EIR, ‘which was welL~
recelveu at the time. And since that nearly foul-yka
tlme apprcxlmate folip~year time flame some thlngs have
chanoed The A?pllcant came in for an approval, and the
counLy saxd ”IL s been so long s_ncL you did an EIR,,

\7 N i
you really ought to do a supplemental " or words to that

AN \\

= SV e - o '/.1

effect L - . ' ©

AN // ’ NS

[

7/

and has swbmltted Lt lAnd the respﬂnse,from that tlme

to Lake Pounty, we thlnk 1equ1res the staff to do some -

“I

have some dl°CUaSlOnS with Lake County of the problem

)

there, because we f&el gur -- . ' 4

ACTING C‘-IAIR"}:.RSON ACKERl\"'\T:”’ ‘Well,ﬁ you held

public hearings, I believe, up in Lake County as well;

didn't you? ‘
. EXECUTIVE OFFLICER NORTHRQPR;: We held a series

of publie hearings. We've taken it before the publi}

A

The Applicant went out and did a suﬁplemental

&

i

PETERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN DRIVE, SUITE 200
SACHAMENTO, CALIFORNIA 95026
TELEPHONE {916} 363-3601




Sy O TR,

{ ‘ .
J‘) // ‘ - ‘.
S V| in Lake GounLy Theld I would say a number of haarmgs 5
® - ‘ 2 more tham three and probably tess than severn, but it's
3 been a number.
, | 4 b ACTING CHATRPERSON ACKERMAN: I think probably
Q“ ' 5| in all fairmess. to the' Applicant a little mdtio;fi is needed,
6| at least to get’some re%élution of mutual agreement beﬁ::-%een
7 the partiyes. | /f'/
. 8 EJECUTIVE OFFICER NORTHROP: Right. We would
9| 1like to have that a*uthoi:ityf or at least we'd like the
- 10 Comm1ssmn o be aware of it. Amf when the staff attemptis‘v
Q» L Vn | Lo make thene overtures that we -- Lhat thcy are not done
o i 12 kwithbﬁt the advice of the Cor wlssion as’ a staff matter
| . [313 but Jrather as a policy mdtter aof the Commission.; ’
{%fl‘\ . 14 AGT NG CHAIRPB RSON ACKERMAN: I think my personal
E“ ’ 15 feellng, then, I thlnk would be that if the Commissioners
‘Q?.» 16 ‘would coneur -- and I'll ask for comments -- maybe to
@ 17 direct the staff to.at least meet with Geothermal Kineties
18 anid the city and county in ora er to try and at l‘_as“t get
A 1 some agreement on this matter and just pursue it tt\; some
f R 20 final resolut'i.on. ' E -
v TS « ;;XECUTIVE OFFICER NORTHROP: Thank you. We'll
/ 22 | take that s’tep /k , .
® | ACTING CHACRPERSON ACKERMAN: Any -comments
’ : 24 | at this point or conéurrence from the Commission? |
o 25 . COMMISSIONER MORGAN: I've never been very
S Y | PETE"‘%‘ SHORTHANT REPDRTING CORPORATION
5 : Y ) TELEPHONF {918) 383 60t
S N P 4 ' o
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comfortable When the State anOquS iLself :n local
opﬂ“atluns, but I'do think that the need for energy is

important enoughuto everybody, not just to Lake County,

[““fhat it warrants doing something now. | o

EXECUTIVE OFFICER NORTHROP: Thank you‘ very
kindly. |
ACTING CHAIRPERSON ACKERMAN: Mr. Jervis?
COMMISDIONER JERVIS: (Shakes head.)
ACTING%HAIRPERSON ACKERMAN: If there is no
obJecrlon, the staff will be directed to meet with Lake

“County in au ofﬁort to pursue this watter to, A flna1

/,'\ 5
Y

regolution., Mr. Maullin? &

EXECUTIVE OFFICER NORTHROP:, Quit while you're
ahead. ‘
ACTING CHAIRPERSON ACKERMAN: Welcome.
MR. MAULLIN: Mr. Chairman, I just wéﬁtédlgo o

<

raise ohe matterc” And T ’think the motion of the proposal

~to the staff is very welcome on beha;ffhﬁ Geothermal .

, ] N
Kineties. \ . A

. The Lake County is holdlng a proceedmng ‘in
Whl"h the position of ‘the %Late Lands Ccmm1531on Would
be important to have expre;sed 0And I wvnlﬁ hope that
the mntlon would be SuerC1ent to allow the staff to express
the views of the COmm1351on regarding the Lake Countv

perm1t matter which is heforeQLhem September ‘ond.
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ACTING CHAIRPERSON ACKERMAN: Are you

V4

representing -- /
MR. MAULLIN{/ Geothermai K@netics, yes.

\
ACTING CHAIRPEQSON ACKERMAN -~ Geothermal

(
Kinetics? Mr. Northrop, do you have any problems with

M. Maullin's suggestlon9

EXECUPIVE OFFICER NORTHROP: Well, I Felt the
Gommission's instructions %ycluded what M?. Maullin has
suggested ;K

- ACTING CHAIRPERSON ACRERMAN I would think
our direction would be fairly liberal in allowing the
Commission staff the latitude to pursue whatever resolution
is necessaiy in the case. Thank you. wYou’ve put up with
a preat deal of red tape. I think it's been about four
yeéré now. '

‘ MR, MAULLIN: Let me just say thank you to

thVState Lands Commission for helping us in this matter.

AéTING CHAIRPERSON ACKERMAN: Our pleasure.

COMMISSIONER MORGAN: Is there anything specific

;hat "you would like us to do?

MR. MAULLIN: No. With that clarificacion, X

~I'm gu%é”Mr. Northrop and the rest of the staff will be

able to belp us cohsideréfiy Thank you

ACTING CHATRPERSON ACKERMAN» Thank you. 1Is -

there anyone else in the audience on Item 49 that wishes

r\l\

7
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‘the oil rate perforﬂancL of the Unit.

. to be heard?

(No response.)

. ACTING CHAIRPERSON ACKERMAN: Then without
obiection, the staff will be directed‘to meet with
Geothermal Kinuﬁics and Lake County to ﬁ%§ and come up
with some kird of resolution. And ygﬁ have whatevgr
latitude is‘necesséry from the Commiésion.

EXEGUTIVE OFFICER NORTHROP: ~Thank you‘very
kindly. ‘
ACTING CHAIRPERSON ACKERMAN: Item 50, beginning
the Long Beach operations. ’ ”
EXECUTIVE OFFICER NORTHROP: Mr. Chairman,

RN

N

C1'd like to have Mr. Thompgon come forward to present

0 N
i

Items 50 thr&ugh 55, ”
ACTING CHAIRPERSON ACKERMAN: Do you want to -
taks them either together or separately?

EXECUTIVE OFFICER NORTHROP: I think probably
I

o1

«Suparately as we go through them.

ACTING CHATRPERSON ACKERMAN: Okay. -

1

MR. THOMPSON: We mlght -~ we'll take them

separately but since thera's about five calendar items

that involve Long Beach Unit, it mlght ‘be well ko review

. {{ "

As yau can see“@rom this graph on the' rlght
up there, (indicatiﬂg), the oil rate for the Long Beach

7
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3 ' %
| | k4 1
- ‘ 1| Unit is shown in red there. And j;’Ou can see the flattening |
 ° - /2 of the decline fate‘starting about mid«1l977. This is | |
5 3 the result of the increased levels af‘e:zi;e;zditures appro:tjedﬂ
44 by the Commission after the Federal deernmen}t started
® \ 5 removing, some af the pricing inequitic.é against California
- 6| crude oil in their ‘Departient of Eﬂefgy regulations. And
.‘ \S’ L 7 there WGﬁe numerous budget ’éugnéﬁtations. and theix
* 8 att.x.tugig«er‘toward spend:mg money has resulted in that type
| 9| of flnétenil ‘there. |
an ' RS
) 10 o The Commission staff is committed to a subzone
@ ity redwemmnc«m in the Ranger and ’l‘(\rninal Zones of the
) 12 Long, Iaac:h Uu:LL for ba)th ingect.inn emd procmct:.on wells.
SO \\ 13 1 And we believe that Lhia .thesuant now for addlt:.onal
* Qr 14| wells and facllities wn.ll. be rutm:tmd several fold over (
i ° o " 15 | because of :anreased ultimate recovery and also lowered
S - 16 operating costs for each barrel of reserve recovered.\)
Q B A ﬂR:Lght now, our budget 8§ wunni ing about $140
; o 29'3 to $150 m:u;.i_l,.:.og; a year, cgmpared to ouv levels back at
| { ! 19 | one time of $60.0r $70 million when we. | {-iere under these
A 4 20 .~ price c_anst.rd:mts by the Federal Government, thls
21 vis the resulL of your part'aucyular actions And you see
| ; 22 ~ we a\féflattenmg out the oil" rn.ght tere. /
PQ w ' 23 ‘{k;/,,// . All right. Now,~ the first madlzica.g‘:iqn, -~
24| ACTING CHAIRPERSON ACKERMAN: loose, do you
. L 25 ~ estimate that that.line, ;,vou]:d éontinue out at ia :prettj
o \J . “ PE’TERS SHORTHAND E%EPOBTING CORPORATION | &
»)/ﬂ (F . -, }\\;. ; E , | B - “ Tsu.\vnoua (L) su&«sgoi .'\ o -\‘.3 :
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flat level?

N

o

MR. THOMPSON :

To a“degree.
Ca in. the past when:

CIf you will Notice,
you start d01np some wor

And then,
of decline again., §

k you tend to

flatten it out,

it beglns to resume some kind
opefully

we'd like to keep it flat
45 long as we can,ig

;decline that w111

ut there ig going“to be an eventual
Set in.o Tg!

8 just part of the’thing.

-There's only so maﬁy Physical

barrels down there,
when you take them~OUt

And

there's jnst fewer;left

it just hag to declino

But we 'rao g01ng\to try to maxl

y and kezp Lhu 01l rate up gg hlgh
as we can. o

s o

ACTING CHAIRPPRSON AFKDRMAN

overall llf& expectancy of tfe Long Beach oil reveﬁues?”
T w THOMPSON:

mnize

the ultlmate recoverp

Do you hd?é ay

he Callfornra oil flelds are

very. very long lived, The Wilmington Fielq was dlscovered”

‘/
in 1937, S0, it hag alridady been produc1ng 40 sqﬁe years
And {'s par

produc1nw in 75 30 year

$ from now at 4 lowered oil rate T

aﬂd that w1ll

I, but not’ the fact thaLA )
Producing 9;1. It's Just that you get to the economicA
lﬁmits. You can't afford to keep on PrOdUCing

5 COMMISSTONER JERVIS:

think ig might go undes

you just s*op

_ What Point do you
rels a dayp

50,000 bar
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\

i / MR. THOMP&ON: Just guessing, I wbuldihnpe
2t mnot for a ccuple years. ” You can see thav clitip rate there
3 What we're tlylng to do is stay above 60, 000 by the end

4 of 1981. Thut s our present goal right there. And we' rei

5 doing this. '
. 8 We're actually:going to add another driliing
7| rig here. Along about in October twerll have another
8 new drilling rig for the wit that w111 be dellvered at

9 that time:® We put another rig in service about three
W

0 months ago. And again,'we've trying to davelop reservoirs

ii and small fault blocks that we eouldn’ t @g before- under the
a2 | coonomic constraints. o =
13 COMMISSIONER MORGAN: I need some clarificatiaﬁ.
;gl Whose budget are you talking about? | | U
15 ' MR. THOMPSON: I'm talking about the Lomg Beach

16 | Unit budget Uhder Chapter 138, the State Lands Commission

“37 -has" Lhe final approval of the budget for -the Lono Beach,

18 Uniﬁ Thls ‘comprises the”hffShOIG Long Beach - tld&l purcel
' ' .
19 |- a Sta*e Pubch Resource parcel, whlch 'is known as Tract

S

1{30~ ‘2, and also the downtown perﬁaon of the City of Long Beach.
~21] And we don t have a good map/ to show you. u\ '

EXECUTIVE OFFICER NORTHROP: Behind Dave there

\23'<:15 a map that 81ves paru~af it. ,
N S T % TI-‘IOMPSDN But in general, then, about --

7
£ ')l

-+ 25 I bellcve the number is about 10, 000 dlfxerenL small parcels

N - 3
2

' ; NG
o fl s
. S ’ off
A . P o
f : k4 W

X2
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in the downtown portion of Long Beach. David, you can

point out about where Ocean Boulevard is there, north,

a little further ndfth.
that's Ocean Boulevard. Then tO‘mhe north of fhat is

part of the town lot portion of the City of -- of the

Long Beach Unit. | |
| "EXECUTIVE OFFICER NORTHROP:

triangle of éingle homes, single-family R-1's.

COMMISSTONER MORGAN: So, the significance

to the staté of this $9.9 mllllon adjustmenL 1s that we

?lVL ‘up $9.9 million in rcvenues in Lbe hope- of gettlng

later? | |

mﬂre,xcvenueu

MR, THOMPSON: | The State of California is in

AN ‘ , & \\

You're

busiuess here We are making business dec131ons

\\

lnvcsthg foney to make money.

- “EXECUTIVE:OFFICER NORTHROP: So, it's really --

CONMLSSIONER MORCAN Is that the answer?

(Laughter ) ) > s AN
8 |

EXECUTIVE OFFICER NORTHROP: I think the answer

is ~- the answer to your quesﬁion is yes.

COMMISSTONER MORGAN:™ Thank you.

Now, when you talk

MR. THOMPSON: ALl right.

about the flrst mOdlf*Carlon, you start talklng about

then we h&vg a norinal water flooding process going on

here which we call secondary recovery. And then, we get
‘ < ; 5
\ Y

o,

In the downtown part rlght there,,

P .
It is a very large

B
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into the little more exotic things we call tertiary oil
recovery. And these involve high risk, because we had

=inherent problems in transfering these laboratory recovexy

)I

processes into the acLual oil field operations. And often,
“1t's not a questlon of whether we can produce more oil,
which practically all of these uechnlques will do, but

it's a questlon of wheLher we can\economlcally produre

\\
this additional oil.

%9 To prov1de some incentive for these tertiary

_ projects, Lhe“Department of Energy allows operators to

receive -~ rpeover a part of their projeckt cost by ge;ting
uncontrolled price for uncontrolled oil -~ for contfolled
oil that they produce.  In othgr words. most operators

are produclng a mix of controlled and uncontrolled oil.

.To help t 1is front-end loadJng on these, you.re allaved

to receive uncontrolled price for the controlled portion
of your oil, because there is .a heavy froot-ond loading
on this. All oil”is?to be decon?&olled by October lét,
ﬂ1981, 80 toey also have a provision that if you can %%epay

certain costs {41 these tertiary projects, you can recover

it out of thaL particular controlled oil up to October Ist.

So; that's the gist of this. Wha? we are dolnc
A\

here 1s we want to prepay for about the}$x »mllILOn, $lb\

mllllon worth of chemlcals we w1ll usé in the balance

i

of thls project thch will run through 1986 We want
/%/

i

-
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24

million. ; i ‘ B

o Mr. Chalrman it will be decontrollgd

| /

ot9

& 7R
‘to pay- for then.Lth year, §o Lhat we can use these control
barrels up to -~ Lhrough afptcmbur, 1981. .
- So, in e¢spence, what we're domng here 1s‘we
are speQdLng $10 mi]lLon, but by the DOE regulations we
will be able to recover about 75 percent of that in higher

0oil prices. So, really, our exposure L§ only about $3
. ol W oy

N
.

ACTING CHAIRPERSON ACKERMAN: Over .what period
of time do you oxpect that 75 percent?.
THOMRSON :

Septomber of 1981, because at that time all oil would

-

,,,,,

MR, We have te recover that by .

4]

be decontrulled, ° ! 7 | i
JACTING CHAIRPERSON ACKERMAN*‘ Okay.

MR. THOMPSON: So, we W%ll have ‘that prepayment

and be able to rLcover that. We haﬁe sufficient 011

v, . ACTING CHAIRPERSON ACKIN\IAN And the balance

of 25 perc;nt?

EXECUTIVE OFFICER NORTHROP ﬁdsvit stands today,

There are distressinq
o

'noises coming from places W1th1n the lndustry, surprLSLngly,
P \
that would like to see controls cqntlnue.,

optimistic that oil would be decontfolled
[ 2 R
aside.

~1 am not

That g an

MR. THOMPSON: Now, this basic project itself

is &

a caustic flood in Ranger VIL of the .Long~Beach Unity:

e

! s
o IS8

“ L ‘\T

; = \i fi ! [
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Z f/ d ‘/’ ,
N
And it's- that\prOJecL alea you see to be Jﬂ;w1nf thare.
V4
It involves =-- the lnjécklon wells are those heavier lines

across there. And then, they also inflabnee the wells ’
north and south of that. / |

The 011 performance curve now for that particular
block is“the next curv%gwe’ll show you behind this. This
‘actually is the Wéy thécblbck is performing'againsf tha

water flood prediction, whlch is. the secqndary recovery

)

\ So, we would -like Commission a?proval to go ahead and
{

do thlﬁ\prcpurchase of these chemicals. 1&15 will allow
us, tnen\ Lu foset 1t with the ,¢Lease of this 011,
L ACTING CHAIRPERSON ACKERMAN: Moose, to what

extent are“you doing water flood projects in other Iields

T

right now?
MR, THOMPSON: The complete Long Beach Unit

is underwater flood, as argwall theLoane?ch tidal proPertJe
~ ACTING GHAIRPERSON ALRERMAN. Ckay
“  EXBCUTIVE OFFICER NORTHROP: This comparison,

R\
‘1

as you can see, has compared it to'a base water; flood,

@]

‘what would have happened if we hadn t put the caustic ’

i
7

"~ in on that straight llna And, David, the wiggly line

is what it would be gettlng Okay? ’ /Lg?,,

f

COMMISSIONER JERVIS: Do you buy the chemicals

at 'today's’ prlces or 1985 prices; or how does that wotk?

o MR. THdMPSON There are certain things in

[ [
N
(]

!

i it
i : 4
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the contracL for transportation nnd 1nf1atlgn that we'll

have to pu% up withk, but we actudlly will s;wn the contracts
//

- yHow and pay a major part of the mongy now. And then,

N

there will be adjustments in time aé\we need these and

: \\

go through it. " So, the main 1nvestant will be pald now

with the adjustments in future tdme, because we really
i 0

don't know what: the 1nf1at10n cost will be or transportation

&

costs at that tlm

\

- )
COMMISDIONER MORGAN Does this have any Llrect

impact on Lh; cost estimates that our chairman had a- pr\gs

N\

conference about yesterday? . V;W y o
EXEGUILVE OFFICER NORTHROP: No. Tht,sé ware\

taken into’ uonsmderatman bafore we took a 1ook aL the
non -~ at‘ﬁpe»new prices. Of course, it woyld have an
effect on any estimate, because it is ¢ost. kEut these
were costs that we had planned to make for éome time,

So, it -- well, it would affect the cost estimate{gof
course, any time we spend money it wgﬁld\affect that type
of a cost estimate.

MR,“THOMPSON: To give you a perspegtivé on

. this, this is approximately $3 million out of about 5150

million budggt, plus the fact we already have in the budget
about $2 %iilion of chemicals that we already put in the

budget for use this year. So, Lhat 83 mllllon is “just

; \
N

about in the swing of estimating.

N,
N
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A ACTING ‘CHAIRPERSON ACKERMAN: Do you have any
other questioan

COMI‘HSSION:&R JERVIS “:ND.

T U
\.ﬁ-‘_::;f/

ActInG CﬁAIRPI}RbON ACKE BIAN: s ch%é‘é’ aitjune
“in the audiencu who wishes to comment on Itam 36? _
(No response.)
ACTING CHAIRPERSON ACKERﬁAN: T Awi‘ll eﬁtg;:ta%n
a motion. L | o ”
| COMMISSIONER MORGAN: 1’11l move.
AGTING CHATRPERSON ACKEYMAN: Moved that Item
50 be approved. I second the moticn. Withou¢‘objectioﬁJ
Item 50, flrst modification, Wlll be approved. M%‘ Co
K Item 517 | )
B MR THOh?bON This is a second modificatiom.
And here we wanu to modify the plan and txansfer funds
within the budaet. There will be no budget augmentation

B

here., - - |
It involves the purchase'of some more efficient
converters to change altefnatlng culrent,ro d; ectwcurrent
“on two 0f our erlllng rigs. And thlq wmll make all QM\&
our drilllqg rigs equipped that way | We‘use dlIECt*hur Xnt

electric motors on all of our rlbs. So, we -- stanﬁa“ )

G

" ,
and we fould have to convert that to direct current.

ACTING CHATRPERSON AGKERMAN: Then it's simply

/1;\ : ; _;li(
! B N ;.

electricity/would come in. The power is ulternatlﬁg currant,

A ! ; 4
u‘ E PETERS SHOPTHAND REPORTING capnmnmmn
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I 53,
o Il~ Ca shift between budget 1Lem51 : g
& e 2| MR‘,THOMPSON 5. And \ﬂctuaily,ywe” save
R e 3 .ff mone.y by do¢ng thisg, because if's mone. ef+1c1ent~‘ That's
@ 4 | why'we have traunsferred the funds i%irom drilling funds
fﬁ 5| into this particular account, becau;e we. ;Lctually Wwill have
‘ § |  reduced drilling costs. Same way with the brme p].ants
, 7 ‘,v;for‘:making brine for kill fluids. And ?‘ne pdlntl’l‘? of
¢ 8 derricks,» which was:"’highligh‘\}ﬁ'ed when we pamted one, wlip
| 91 then like when you pamt one Walll :m a room, why the\
B o, & 0 Lhe_ rest of the;AWa]ls don t look 80 good. Bo, we PAintﬂ’G
Q\ B \\\\H oue, and the o*her thtee, now, we have Lo pamt thése
127 te keep them up. And this, agaiﬂ, will transf/ar funds
! ' 13 out of leasehold maintenam:e into environmental conirol.
Q e % So,. there\‘ will ‘be no .‘ budget augmentation on this.
‘ %5‘_{,\\(\‘ .+ COMMISSIONER MOR,GAN : I will move approval.
. 2 ACTING CHAIRPERSON ACKERMAN: Okay. Joba,
.0 17 \(f any gquestions? {‘ | :
{ sag| COMMTSSIONER JERVIS: No. *
o TR ACTING CHATRPERSON ACKERMAN: Anyone in the
GA D 20 audience on Item 517 il ' o i\:]
0 ot ‘ (No resp\onse.) {
“ 22| © 'AGTING CHATRPERSON ACKERMAN: Without objection,
* P 23| the .second mod:.i*mcat.lon will be approved.: \\\\ ol )
P . § 24 \\\7\; Item 52, Parcel A? 7 i [
| 25 | ,( MR. THOMPSON: 7es. This is st‘rictly an in’ft":rma'i
5
0 - = = &
» PETERS SHORTHAND REPQRTING CORPORATION .. ™ '
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L
we're doing @s tel]lng you that we gbt mgre reveﬂue\than e

i

« ;
we . had earller forecast a yq@r ago, becauﬁL prlmarily J

, but we would like some antion on 1L<i All

that federal action and decontrolllng hdévy oil made.’he »
difference whethe? you were getting $4 for your oil or

0

20-some dollars.

4 aNow we were instructed in the pabt to report

back on thls every six months in an 1nformat10n wa He
Y-

are now 1ncorporat1ng all of this into 'a semi- annual revenue
]

reporting for all thecpropertles. S0, we'd like you

approval to _step this reporting, because it's incorporated
?P -SHUp A AU P ‘

T

in the other one. And that's the revenue prownctlom
that you'll see»back on Item 58, I 'believe it 1sﬂﬁu

Parcel "A" now is one component of that. : -

e

COMMKSSIONER MORGAN: 1I® this within the

Commission's discretion? ‘ j

MR. THOMPSON:- The order was -- ' e

i

EXECUTINE OFFICER NORTHROP: The Commission

l\“\

asked us to every six months g1ve then a\rerort‘ And -
it's Whaﬁ\we are attcmptlng to do, but we are now semi- -
annually -- does that mean twice a year -- 1hpcrt1ng the )
revenues. .> » \  ¥

MR. THOMPSON: Under the budget langﬁé;e.
EXECUTIVE OFFICER NORTHROP: SQ‘,: we include

Parcel "A" in the revenues. .So, it's just a bookkeeping

PETERS SHORTHAND REPORTING CORPORATION )
7700 COLLEGE TOWN DRIVE, SUITE 209 . \
SACRAMENTC, CALIFORNIA 98828
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’ %f ﬂ 3 dupli%atioq. i 7' ‘
“2. o COMD/II/?SIONER MORGAN: I assu’me anytime we Wanted
a to know what  the revenues were you could tell us.
. |EXECUTIVE FFICER NORTHROP Anytune you want
i@ ) - 5 to know, we ll let you know what the revenues are. -'
A 5 | COMMISSIONER MORGAN: Okay.. Fine.
’ g ’ 7 .. ACTING CHATRPERSON ACKERMAN:~ Again, this is
!Q “ . 8| just on Pa:r:cel Al as well as including the \\
. i EXEGUTTTE OFFZOER NORTHROP: And n&&:maLly,
i . (:\ 10| I think it's dmportant, Commlssn.oner Morg:m, that we, -
;& ' Yﬁ 11| for the rocord, state that; we updmﬁc, these as soon as’
! . 12 x;},\vVe I.'md there' s 'a Lh(m e, In oLher words, Lf there is
E ° s i3 Ca crx%de pricf_ mcrame, we 1mme=d1.41fely recompute and
\Q 14 communlcate that. However, the problem we've had lately
[ 1514 is we haven't had a price to recompxite en. . So, bl‘ thought
: 36 | it was time we recomputed Item 58 saying, "Whoops. It's
lf' . /4/ ¥7 | not progressing like lt é\hould.'l' t We haven't had anything
C 18 | to recompute lately. So, it's t1me to ret;ompute. 8n,
19 | that's what 58 woulll be about. | " .
?‘ 20 COMMISSIONER MORGAN: I didn't understand that.
, 13/3 21 EXEGUTIVE OFFICER NORTHROP: Pardon?
i 22 COMMISSIONER MORGAN: No. Thank you,
@ 23 ACTING CHAIRPERSON ACKERMAN: And agéin, the
24 | revenue estimates that well get to in Item 58 take the
e m® 25 modifications from Item 50 andﬂrscln into-vu-accbunt in
@ Vi = .
o Y
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3 fo‘recastlng : , N
. 2 | BXRCUTIVE OFFICER NORTHROP: That s, ,u}:rect'i“
o 3 Fn.fty*—one :Lt wo*lldn t affc,ct bui‘ it does take\< >O 1nto
e o 4 acnou\nt ‘
f : , : p .
® 5 ACTING CHAIRPERSON ACKERMAN: Ckay. We aren't
| 6 required to tak@an};t action, thermn, op Item 52; ig that
71 what you're telling me? - Do we need to take actlrsrr‘mk\“ |
. - ;_H‘;,,— . /ﬁ:’;" \ Rl
a 8 lt? i . N . ) i
‘ \ - = T // .
i\ g MR ’THOMPSON' We would like to //have you tell
” ) 10/ 'us not to c,o’**':.nue doing this. ‘ "
A 1" " AGTING CHATRPERSON ACKERMAN: I'll entertain
) :
12 that motion, o .
3 © COMMISSIONER MORGAN:. I'll make the motion.
0 3 14 | ACTING CHAIRPERSON AC'\'ERMAN That means there
’ 15 | is one budget position, and you can deal with that next
16 year, right? , |
e 17 EXECUTIVE OFFICER NORTHROP: YeaM, right.
LS 8
.y N / .
/;« Y& (Laughter.) v ‘ ’
| | / 19 ACTING CHATRPERSON ACKERMAN: Okay.  Without
. . LK o
f R 20 obJ ection, Item 52 will be approved.
21 E‘?mCUTIVE OFI‘ICER NORTHROP ¢ If the Personnel
22 Board doesn'/ft do something pretty svon about salarles,
¢ v 23 we' r‘\;;),gomg to have a lot of positions. .
24 ACTING CHAIRPERSON ACKERMAN: Item 53, closing
" 25| an account of Westside Industrial Park. | .
Q}‘Z‘ b v
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‘vglosing of the

THOMPSON All'richt Thls is the final

Subsidcnce cost™ 1nVo1ved in a storm.draln

MR.

project that had to be replaced becquse of subsidence,
In other words, youuhave to have A normal drainage in

these.

bad as the land subsides, you lose that particular
draining gradiant. 8o, it ilas to be replaced. And this
is the Llnal closing on that. | AQKE ;

The final numbers ‘are 1ncluded in the Schedule A

whlch shows that the allowaolu subsmdence cost in this

.....

was $702, 195 plus And the CltV had deducted to date

$696,000. So, they have a crediﬂ\due Lﬁﬁm of almost
$6,000. This w1ll close thlsvoutt ‘
“ ACTING GHATRPERSON JCKERMAN:  Ts ‘the city
satisfied with the final count? L |

MR. TUOMPSON: Mr. Peterson nods his head yes.

' COMMISSIONER MORGAN: Fime. = =

ACTING CHATRPENSON ACKERMAN: Any guestien '\\

from the Commissione;;? : “ o : y )
(No nesponéém) | | i‘ %

ACTING CHATRFEKSON ACKERMAN: Then Item 53

will be deemed approved witﬁbut ohjection.

NI

Item 54 is the problem we had with the Los

Ang¢1e3'00unty“Assessor.
MR. THOMPSON

We'would like the Commission's approval

Yes. This ié a continuation .

of our problem.

¥

PETERS SHORTHAND REPORTING CORPORATION
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5 MR. THOMPSON:

o U N © 58

18

to appeal the Lo#a Angeles CounLy Ass eaqor‘s assessment

for 1980 81. The Assessor has increased the valuation

for the Long Beach Unit by over 350 percenit. The magnitude

of this can be,seen on this graph he has right here.

"

(Iﬁdicating.)u
This shows the assessed valuation by the County

Assessor in yellow. And=&iat yellow tab has foldad there

gn yhe rlghthand side. So, if you wanggto show that -=

EXECUTIVE OFFICER NORTHROP: Putit up there,

Dave, 8o it gets up to the top. Now you tan see a real

s1gnllicnncv Qéh

! MR. THOMPSON: This is the\.-- the yellow is

the Los Angeles County Assessot's. The red or orange

there is the Sgate Lands Commission staff valuatlon at.

1»

the same time. You can see that the base year there is

1975, which is the Prop 13 base year. You can sge where

so that the

that, after 1978, that adjustment came back,

1979-74 adjustment was the same. There=was no quéstion

that year, . ) e \\W 1 )

57

Then, we started to have qﬁestionéiugéin and

differences in '79. And you approved our appéaling that.

COMMISSIONER MORGAN!;“ That'S an omen.
That's it. Think positively.
(Laughterf3

MR, THOMPSON: So, now the Assessor

ALl right.

PETERS SHORTHAND REPORTING CORPORATION
) 7700 GOLLEGE TOWN DRIVE, SUITE 209
SAURAMENTO, CALIFORNIA 85826 e
TELEPHONE, (918) 263-3601 / \\-ﬁ\ﬁ’
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- “ 1 xére think has really gionra us in th:.s time. And paﬁr{, of |
- 2 ghis ‘comes from the ;L;’rop 13 is st.n.ll bemg 1nLex.pref~ed
| 3 through the courts. And the Board of Equalization hé"s ]
\\ 4 a rule which is calledﬂl 468, in which if you-produce mc;rel
! 5 0il because of changed‘} economic conditic’&"hs this comes
e./ under the .Language in Prop 1‘?/ of new constz ruction. © If
7 you want to get into it we hwe Mr. Hager here from t’ae
®. 8 Attcrney General's Office. '
o 9 '\ “Actualljr‘, I believe the Board of Equalization
) ! 10 W:Lll be in court very soon on this issue, along with the
® 11 Counly Assegsor, to determ:.ne the constitutionality of
@ v d 12 that, The Attorney General's OFffice has already issued
13| an oplnion tha_t 1t s n‘ot consti’/tutional on that.
@ ;4 \ Allen, do you’have any questions onﬁfy,'n-?.‘-qﬁs;?":'
15 ACTING CHAIRPERSON ACKERMAN:  We éééi‘;;;pet the
i 716 only, ones, are we, that are facing this treatment by the
® 3(}[ 17 | «L.A, County Assessor? Are we stand:.ng alone?
i " oae| ~ EXECUTIVE OFFICER NORTHROP: Most all of them.
‘ 19 | Most all ok ' themn. o
& ‘20 MR. THOMPSON: This is the standard practice
21 of _he Los Angeles County Assessor against all oll
] L.;f"zzj properties, I believe. i
E\G} | ‘ 2?; ' ACTING CHA’J&PEIQSON ACKERMAN_: So, we're not LE
P 24| all by ourselves, then. | 7
N ‘25 EXECU‘CIVE omcu@ NORTHROP: All oil ‘producers

® PETERS'SHOR\THAND REPORTING CORPORATION
pn : 7765 COLLEGE TOWN DRIVE, SUITE 209
f‘ . SAGRAMENTO, CALIFORNIA 2428
- TELEPHONE {918) 363-3601
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price at 16 Percent per year for a five-year period, which

;tp -- Dave, show them the Curve on actually what's happened |

/

are in about the same rate which --

t, MR. THOMPSON: And it's the same situation

t
J

almogt ywatewide on this thing. Now, t2 give you an example
W &

of what they're doin » they're taking an escalating oi}l
y ng y g g «

N\

medns they say that five years from now our 0il price
: i

is going to be‘abouﬁﬂ$50. Well, the fallacy of this comes

to oil prices here. i

(o’

Now, when I say they are escalating the oil

Price, I mean they're escalating the cont¥olled 0il price,

and that's shown in blue. They said that that was Eoing

to increasewit L6 percent per yeaf for five years, which
would be about $50 cil. DBut, 4in reality, we‘haVén't had-
@& price increase since December of last year, So, here
We are about nine months already into this period, )En“ﬁ
fact, %e have had g crude oil price decrease of aboﬁt
15 cents a Barrel in this period of time, | :
They are really off in their think%ng, because .
they escalate 0il prices 16 percént and yet turﬁ‘around
and say that cost wﬁuld‘pnly 80 up e;ght Percent. And

I don't think those two Ehings happen igw%ur ecdﬁgmic‘
Society.: I don't think we would have oii‘prices taking

off in one case ang costs going in /nother direction.

I don't think that tracks.

PETERS SHORTHAND REPORTING “COR'PORATI,QN

” 7700 COLLZGE TOWN DRIVE, SUITE 209 . §
SACRAMENTO, CALIFORNIA 95878

TELEPHONE (816). 383-360F :
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is not going to get us eout from the taxes, because they

W R 61

They are also doing things like we are taxed
hera because of the possessor interest cunoept through
the contract. Well, the contract only ooes to the year
2000, They've run their particular reserveés out to the
year 2021. So, tﬁey're act&ally taxing those possessor
intérests 21 years beyond the life of the contract.

Then, the basic issue of whether Rule 468 is
constitutional. They also then -~ these valuations are
established by .taking a cash flow and then discounting
those. They use a discount rate of capitalizatfbn rate
of about 16‘percent. And that's supposed to take into
account two percent for their own taxes plus interest
costs plus risk.

So, there are a number of reasons these are
covered im the calendar item, and we'd like the Commission's
approvél to appeal this decision. Now, again, appealing
are just now getting around to -- no they are not. They
just announced that they expect ;tawpmocess to last of .
the 1978 appeals, in 1981. We have a 1977 dppeal that
we don't even know whether we are going to have that
approved this year or not.

) So, we'll have to go ahead and pay the taxes
and move back to you for budget augmentation probably

in November for an extra $6 or $7 million in taxes to

M i
And we doxl't think that is reasonable at al

PETERS SHORTHAND REPORTING CORPORATION

7700 COLLEGE TOWHM DRIVE, SUITE 203
SACRAMENTO, CALIFORNIA 95626
TELEPHONE (g16) 383« sao\
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be paid,
7

o
.

EXECUTIVE OFFIGER NORTHROP.

out of the Projectiong.

E
J
ACTING CHAIRPERSON ACKERMAN What kinq/dé
alking about noy from:

4
ﬂtheﬁpgﬁqt that
| i

- money are we really ¢
f we origina;ly disagreed wigh the Assessg;'jlapprogch?

MR. THOMPSON. Well, th%‘taxes
my actual Long Beach Unit are going&go bg/r% ghly ahout
$11 or $12 million, ot

N I .
compared to what we thought woulgd

/ﬁhis year on

WO and a half to three million &ollars
ACTING CHAIRPERSON ACKERMAN ;

So, we're talking
about $7 to $8 million in

additional Laxes per year?
MR. THOMPSON: Yes.

samT%issueof a large amount

l\ EXECUT

Yes. We stily have the
‘of money baé% in=1977,
IVE OFFICER NORTHROP.

And it ghould
be understood that thig money ie,

pPaid to the county by
the contractor,and we have lost use of the money,

ACTING CHAIRPERSON ACKERMAN ;

Now, in that
’Settlement, We get paid inter

est if we win?
EXECUTIVE OFFICER NORTHROP

Would the:céunty
Pay us the interest?

MR. THOMPSON. No, I don't think so.

EXECUTIVE OFFI1CER NORTHROP: 1 don't think

MR. THOMPSON: 7 ddn’tﬁthink @ taxing agency

‘."
3,

PETERS SHORTHAND REPORTING CORPORATION
& 7700 GOLLEGE TOWN DRIVE, SUITE 209
SAGRAMENTO, GALIFORNIA g5az4
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has ever paid that. You have a newépaper article there

in'part of your stack I gave you. And the Long Beech

Unit now is about one-eighth the assesstent for the~whaleﬁ&

city of Long Beach with this type of inflation. And their

assessed veluation'ineéeased about.- double the rate of

the rest of the county. N
ACTING CHAIRPERSON ACKERMAN: It'§s§§a11y to

the advantage of L.A. County to drag their feet, Ehen,

because they're getting free use of the 9ix, seven millich

3

dollars a year, on an average, over the last three years.

That's true.

{

EXECUTIVE dFFICER NORTHROP
MR, THOMPSON: Plus the fact they have thousands
and thousands of appeals down there on Prop 13.
, ACTING CHAIRPERSON ACKERMAN: ConvenlentTy,
they can just kind of put us down there at the bottom
of the list, then. :
MR, THOMPSON: Well, we're held up in the 1977 -
because we'retétill in the courts, i; the appeal courts.
ACTING CHAIRPERSON ACKERMAN: We don't have
any option because we have appealed that one of not paying
the total tax amount?
EXECUTIVE OFFiCER NORTHROP : The tax falls
to the contragtor, not to the “tate. And the cenefartor

is under direction to pay it. And we have agreed on the

contract to reimburse him for that.

S

N

PETERSSHOHTHANDHEPORTWK-COHPORNNON—’/\\
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MR. THOMPSON: I sugge;ted before not to: pay -
the taxes, and then we'd go to a tax salesﬁfor the title
of properties, but I don't think tha% s really the way o
to go. We'll pay uhder protest andggo through the courts.

COMMISSIONER JERVIS: What sbout other private

4producerq in Los Angeles County; what are they doing9

Are they protestlng as- Well7
MR. THOMPSON: I believe so. I think that --
I know thc independent produLers are flllng a suit on
this, the Board of Equallzatlon Rule 468 1nterpretatlon
I think that's going to inyolve Lhe Kern County Assessor?
: = MR. HAGER: Yes. | @ ) |
MR. THOMPSON;: . And also I thlnk‘thét isn't
it”strangd‘enough that ﬁhé Sacramento Caunty Aésesson
i&-filipg“égsuit against the Board of Equalization on
the sameqrﬁle% :

i

: | MR HAGER: On the same rule, but he has a

different cause for complaint against ft. : )

1]

MR, THOMPSON: So, it's -- again, it's just
like, recently they got part of Prop 13 resolveddfor'theﬁ
one year on how to handle unsecurﬁd propert y,,whlch rates
to" use on: that. The Supreme Lour;‘ﬂust finally ruled
on that about a week or so ago. Sofy this, ‘agaln will
have to go through the couxts and get a final result

ACTING CHAIRPERSON ACKERM%N: So, we may hdve

0
X

PETERS SHOR'ﬁ"HAi’\iD REPORTING CORPORATION
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to wait untll 1981 to get any kind of a feeling on this?
EXECUTIVE OFFLCER NDRIHROP Yeah. At least
r '77, the appeal of 77, maybe‘ M
MR. THOMPSON: . We would hope by the flrst of
: 1981 we would get 1977 resalved. We would hope we would
get '79 res¢lved maybe in '82. And I don't ‘know when’
' ACTING CHATRPERSON ACKERMAN: Why does it --
maybe I'm -- V‘ v
) MR, THOMPSON: Although it might be speeded
up if we do get court actlon on Rule he8. . J
ACTING CHAIRPERSON ACKERINAN:  Again, maybe
I m JUSL m1331ng something here, but it seems if we get
the '77 resolved that estdblishcs sone kind of a precedert
to take the oLher years, I would thlnk .
MR. THOMPSON: No. Seventy-seven ils a before

Prop 13 issue. That is just on some other issues. Then,

4 e

after that, you get into some of-the same lSSUES plu°

]

- the Prop 13 inksrpretation, . 7

v EXECUTTVE OFFICER NORTHROP: As you_can see

. by the é@art, bur ‘77 was a little higher than usual.
ACTING CHAIRPVRSON ACKERMAN: . Does that tell

me that the Lounty can come back every year and make the

same claim, and we'd have to go through an appeals pracess

MR. THOMPSON: The assessor prepares the N

PETERS SHQRTHAND HEPORTING CORPORATION
{7700 COLLEGE TOWN DRIVE, SUITE 208 ' ) o
"SAGRAMENTO, CALIFORNIA 65826 i :
TELEPHONE (216) 303-2601
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B assessment rollfs ) w
ﬂ . 2 " 'EXECUTIVE OFFICER NORTHROP They can ;‘rary
p ‘ ‘ ‘_3 assessﬁlent rolls, and if they vary anyth:mg -— .Smd t Le}
A ::')A’4 usuallg=da_ Vary -
@ s ACTING CHAIRPERSON ACI\ERMAN You mean this
i‘qy & 1s the way they could get $6( or $7 lellon of State money
0 / i 3 to use tau: free for as long as iL takes us toa.figh(t an
& i 8 appeal? ' , N v
. &f 9 EXECUTLVE OFFICER NORTHROP: You have tg remember
10 alsﬁ that we are only about ten -~ a little over ten Rgrqeﬁt
0(/ I of the\\ entire state pI‘OdUCLlOD Sa, you wouldxﬁultipfly/,.k
N o 12 that by ovor nine or ten: “ h o
o o _\3‘3’}' L 3 AC‘I‘ING CHAIRPLRSON ACKERMAN so, you're talking
@ ” 14 about $80 m:Lll:Lon. A
T G L A " EXECUTIVE OI‘I‘ICER NORTHROP : And that's just ¢
o /«36‘ the disputed amount. ‘As a matter of" fact, for this yi{sar,
* % R ¥ for example we”feel that number dgould be somcwhere around
. B © 18 two .and a half to three. And we\ame a,ﬁwl') F&éo, that's
e <19 {310 million for fhis year, It comp\.uﬁds.
EO - 20| - 7 ACTING CHAJ.RPERSON ACKERMAN It seems to me
i/ﬁ Q/ - ,)1 v" we ought/ to explore some state leglslatlon.\ ‘ ;(
o o 22 EXECUTIVE OFFICER NORTHROP: Mr. Chairman,
@ 23 staff has felt for.some time the argtmcjhﬁg‘irs getting strorgey
,; o . 2R and~stronger for an ad valo**em tax in tmtS\ area -- or
T © 25| severance tax, I'm soryy,” v this area whéi:e the Staté
o e PETERS SHORTHAND REPORTING CORPORATION
o’ o ’"T&%%‘;“JS&L"‘:XZ?JEXi‘.ﬁ";’s’a‘;""?‘,’ S
2 o, g ; P N TE’LEPHONE {948} 484. sm ' & ‘ ! 7 u”

S

=




O

10

1

12
13!
14

15

16
17

18

'9 A

20

21
. 22

23

24

5

SR

g

* collects the mohey, and it's distributed to the county

_on a barrels-produced basis, °

' of legislation carrled this year, and the. industry was

67

B

ACTING CHATRPERSON ACKERMAN: Then the shoe
1§ un the other foot.
EXECUTIVE OFFICER NORTHROP: It's what?

ACTING CHAI RPERSON AC‘KERMAN

is on the other ;Coot

. EXECUTIVE OFPICER NORTHROP: We do it with

cales tax. It seems the reasonable thing to do.

COMMiSSIONER MORGAN; Well, we're too late

for legislation for this session.
ACTING CHAlRPERSON ACKERMAN

//

. EXECUTIVE. OTFICER NORTHROP :

' Perhaps .
1\

mixed on it.

may be conV1nced that it may be a better way to go.

e . ACTING CHATRPERSON ACKERHAN:
could axplore at 1east what lealslatlve
exist and whaL options, whether it's severance tax or

whether somethlng be allowed that when settlement is

Then the shoe

There was a piece

I think one more year like this, and they -

Maybe the staff

remedies would

given

a maybe the interest be provided, éomethxng to where scmeone

doesn't have -~ the loca7 government dorsn't have just -

f‘free use of the State s money by just forc1ng us through

the appeal sxtgatlon.

i

That just -~ I don'‘t think that's .

right. o 5.
PETERS SHORTHAND REPORTING CORFORATION
7100 COLLEGE TOWN ORIVE, SUITE 208 - .
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i : ‘
EXECUTIVE OFFICER NORTHROP: We will take those

steps, Mr. Chairman,'and report back to you.

\©  ACTING CHAIRPERSON ACKERMAN: Is there anyone
hef\ from Los Angeles County? . @
\“ (Laughter.)

COMMISSIONER MORGAN; That wants to speak?
ACTING CHAIRPERSON ACKERMAN They wanted to

stay away today
(Laughter.)
| EXECUTIVE OFFICER NORTHROP: The City =~f Long -
Beach is a benefactor herc as well. [
° ACTING CHAIRPERSON ACKERMAN: ‘Well, I wonld
be happy to éntertaiﬁ7a motion to syupport the appeal of
the assessment. Do I have a ﬁotion?_ - )
COMMISSIONER MORGAN: So moved. - =
AGTING GHATRPERSON ACKERMAN: Okay. We have
a motion, Without objection, Item 54 will be approved.
MR. THOMPSON: Thank you. | |
ACTING CHAIRPERSON ACKERﬁAN: Item 557
'MR. THOMPSON: This is an information calendar
ifem.just ShOWlng you the pe*formance of the Micellar
PIOJeLt qpother tertLary projee¢t that we have over in
the prior devélopment there. Hé']l put uﬁ a performance

W

curve here very scon, and you ll see how the fleld is

\r

doing. It s actualy performlng like the laboratory”

PETERS SHORTHAND REPORTING CORPORATION

700 COLLSGr TQWN DRIVE, SUITE 209
SACRAMEN vt CALIEQANIA 95626
TELEPHON? (918) 3833001
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prediction. Agaln, ﬂL 5 a{questlgn of economics.
: We need,LhQ performdﬂuu curve, Dave
MR. HAYWARD. All right., Okay. It' s down

R -~
DR W
o W

“here. /

EXDCUTIVE OFFICER NORTHROP: e oﬁﬁrcharted

“ourselves Loday /

('\\\

MR. HAYWARD: que we are.

MR. THOMPSON :
/
at the c_conOm;'Fc limit.

As you oan see, this project was
It wasn't able to proauce an

| ,
economic amouﬂt of oil. The oil rate is shpwn in green

\
at the bottom‘\ The water rate is shcwn in Llue at the
3
top. And you can-gee that odx oil rate has started to
\

increase, and the watur rate h;s come down.

this shows the pxw %s wo“ks 'You can recover additional

oili The Dnly problem is that right now we ave Jjust

praducing enough oil to meet our curgent operatlng costs.

'ACTING CHAIRPERSON ACKERMAN: That's tha first

time that's happened; isn't it? !

MR. “THOMPSON- Yes.

there in 011 ratu 11ght now, because we have some WeTl

P

downtime, But we hope that w:ll come back up S0 that
*“thg crux of lt is how long will that green cu4\e continue.

to, rlse t{érp and how long will it l&ﬁu. And that 8 M
t%e purﬁose of the “Field test.

ACTING CHAIRPERSON ACKERMAN: How much longer

1'" =

So that;actually

And we have a little decrease|
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do you expect this project to continue? ‘ i

!

ACtUally, it probably sho ﬁlé
i

but we will geq>a

2]

" MR. THOMPSON :
have about anotyer three-year 11fe
strong 1nd1catlon if that oil curve ever starts to turn
over. Then further handwriting is on .the wall. |

ACTING CHAIRPERSON ACKERMAN: This is a --
if I understand right, this is a pilot prejeet that the

Commission has undertaken,

and private industry is wot

e )

d01qg anything llke“thlsV

MR. THOMPSON: No. This actually is also a
contract/ agreement w;th the‘Department of Energy. They
actually arce sharing 50 percent of the cost up to the
f;rst seven to eight million dollars ’
EXECUTIVE OFFICER NORTHROP: I think there

is one other project in the United States, and it also
ie a pilot project undertaken by industry and DOE together.

ACTING CHAIRPERSON ACKERMAN So, really, you're

.~ looking at another two toy three years before you get the

final, bottom line as to how this can apply in regards

to what?

N We have an indication right
‘ &
now, because right now what you're looking at is by the

MR. THOMPSON:

time you take the crude oil and take a gas/oil cut out
of it, add the other things back into it, you're almost

looking currently at a $40 to $50 product ‘to put back

. PETERS SHORTHAND REPORTING CORPORATION
= 7700 GOLLEGE TOWN DRIVE, SUITE 24}
SACRAMENTO, CALIFCRNIA 95626
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into the ground to get @25 oil.
| We actually ﬁLL in $2 million worth of micellar

materials in here in mbout two months." You can put money

underground so fast it's scary‘

ACTING CHATRPERSON AbKERMAN What happened
in January, 1980, Where there was that --
o MR. THOMPSON: That, in&é%fect is where you re
v >’ .

seeing' the result of thlq micellar mate rial) actually going
o) \\ =y,

o]

in and beginning to meve additional oil in the % servoir
to the producing wells. In othex yords, that period of

time it‘was moving oil through the reservoir, that's the

time it ceached the producing wells. And that's why the

: maLerlal was put in. Y

W A
The qu&stlon is: Can we do it ecdnomically?

‘Q\

We can move oil. We know - e can recover addlulonal oil.

AN

That's“not the issue. ' SR

ACTING CHATRPERSON ACKERMAN: It's just the

economics?
5 " MR. THOMPSON: Just the qgonomi¢é.
COMMISSIONER MORGAN: How‘much longer are we
going to attempt it; three years? e “\ ﬁ
;g | MR. THOMPSON: We are going to take tﬂis ;rocess

to its end here, _ And again, how fast that curve goes
i)

o

up or down will depend. Right now, we're just barely B

looking at mean operating costs. We are under a commitment,

R
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51nce the Federal &avernment backed pant gf this, to take

e
it to it economic limit. N

EXECUTIVE OngéER NORTHROP: When we get there,
we shan't run the line any farther, just run to the Rine.
COMMISSIONER MORGAN: What is the economic
EXECUTIVE OFFICER NORTHROP: Pardon?
COMMISSIONER MORGAN: What's the economic limit?

5 MR. THOMPSON: The economic limit was unavailéble

o
S

theLday we started thg project. You cannot make mongy
off g? pilot projects, because you have too much overhead,
too ﬁﬁch résearch, taa much labrwork in front of it.
EXECUTIVE OFFICEQ NORTHROP: It's too much
money. Th@ Federal Government gz;tlc1pated in this for
the first, what, - seVLﬂ million?
MR. THOMPSON: Yes.
EXECUTIVE OFPICER NORTHROP: The first $7 million

. |
was total federal mq%ey.

MR. THOMPRON: But from this you hope to get

éye 1nfoxmatlon to see whether you can go on and make

/

Q&ull scale commercial project. E .
ﬁ - EXECUTAE OFFICER NORTHROP: That's right.
‘And withoutthe federal assistance, we would have needed

$27 oil.

We're getting now to. the pomat where we're
// ,/ \\\\ .
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"And that“zs about -~ you're almost doubling youf recovery

73
experimenting -~ no question about it ~--'as to whether
p g -

i U’
it will work, if it holds promise. And ‘yhat is the acreage

AN
A}

on that area up thare?

MR THOMPSON: Well, let's throw the other

curve there and show the increased recovery on one of °
thqsg\other curves behind you.

N EXECUTIVE OFFICER NORTHROP: I want to make

18

i

-

Well, this is a very small one.

0t

a point on this.
© 7L Mr. THOMPSON:
This is only ten acres.
EXECUTIVE OFFICER NORTHKOP: This is a ten-
acte plot. And if it works, as you saw today and you'll
gee later the vast acreage we have, it could be -- it

could be a very -~ could be -~
i

MR. THOMPSON: Dave, show them that curve behind

the performance curve there. Behind the performance curve.
This now shows the ultimat¥ recovery you can get xﬁ a
Llab. Yeu gee the very sharp bend up, to the rlwht there,

up at the end of the curve? That's addltlongl recovery.,

there.c That's the potential There is a large potential.

It's a queﬁtlcn of whether it's an economic potential.

Lo

<EXhCUTIVE QFFICER NORTHROP:

surve.,

) i
ACTING CHAIRPERSON ACKERMAN:
b

That's the laboratory

I think Susamne's - |
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point was since it's n pllot project, at what point do H

we reallse the resull of {t, where our intent here is

to prove it's economically [easible, not necessarily to

_produce 0il? In othexr words, has this become a producing

well, then, using that technique, o --

EXECUTIVE OFFICER NORTHROP: Excuse me, Moose.
WL re using -- don'lk cover that up, Dave. We are using
LhaL chart ap indieative of what should happen And when
it duviuues subplani:ially frﬁmﬁ§hat'chart, if it déviates*
substantlally Frow lhnl LHHFI/LO thc left, which is the
optimun we can uxpuvl, whon 16 dLVidLGS from that |
subscantially on the dowaward side, then we know it has’
not been successful. -

MR. THOMPSCN: We have to have a stable factor
to go from laboratory data to field application. If we
start this project down eariier with higher oil saturation,
then it would work. The question is wﬁether we have those
type of locations available and whehher‘ﬁe would have

to cap them, because you could talk abouy putting a =

]

for a full—scale‘list, you could talk about putting a

/

bLlllon dollars worth of material underground. The numbers
plle up very fast. | )

COMMISSIONER MORGAN; I don't want to put a
billion dollars into the grouna:

MR. THOMPSON: Well, but again, if you could

' PETERS SHORTHAND REPORTING CORPORATION

7700 COLLEGE TOWN DRIVE, SUITE 260
SACRAMENT®, CALIFORNIA 95620
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13 make":t;:‘hree billion, that's the name of the game. But,
2 if we can't say we can I;;Qalée three billion, then that’sx
3 not the name of the gams. L
4 | COMMISSIONER MORGAN: Every Ki:ime this comes
5 up, I'1l ask you how much 1§n,ger we're going to pcur‘money
s into the ground before we realize something.
# 1 MR, THOMPSON: We'll watch that green line
* . 8 | “and see how much longer it goes up.
| 9 COMMISSIONER MORGAN: Okay.
ST T 'EXEGUTIVE OFFIGER NORTHROP: The green line
;&’? i Ll is indicative of what we can do. ,
A 12 | ACTING CHAIRPERSON ACKERMAN: Are we expecting
L \J 13| at some point in time to:achié’ve a break even on this
*® 5 : '4 ! one? |
. 5 MR. THOMPSON: No.
16 | EXECUTIVE ORFICER NORTHROP: No.
@ R L | |  COMMISSIONER MORGAN: We will never see it.
S " b _ EXZCUTIVE OFFICER NORTHR”OP: ' It may well be,
(( 5 191 as we construct the tem-acre tract from the information &
° | , #0| that we have, and while we continue with‘ it, it well may
. co a | be that this ten acres, while it's gat a terrible overhead
! e ‘: 22 | burden on it now, translated to five hundred acres --
® R - ACTING CHATRPERSON ACKERMAN: Might work.
” \ 24 " EXECUTIVE OFFICER NORTHROP: -~ it makes all
25| kinds of economics. -
® - -
o PETERS SHORTHAND REPORTING CORRORATION
e N - ey
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ACTING CHATRPERSON ACKERMAN: And it miphc
work, even aver a short period of time.

EXECUTIVE "QFFICER NORTH‘QOP fBut WL.. ha\i‘c to

Jknow. We have to know what it looks 17&@ on tun acre&.

Ifwten acres i1s a loser, when we start translatlmg it ,
rinto a muchklarger area, the economieécxfgcaié may make
it a winmer. | |

R, THOMPSON: 1€ ve could find some thicker
sand that had hlgher oLl saturation, where instead of
going from 50 barreis of oil up to 175 we're talking about

being able to go initially from 500 to three or four

thousand, then we hiave a c¢hance of doing scmething.

ACTING CHATRPERSON AGKERMAN: Okay. Thank
you. We now move into areas of legal concern. Item 36,
settlement of a dispute with tﬁé Ventura Port Distfict
versus the State of California. Mr. Hight? -

MR HIGHT Yes, Mr "Chairman. This js the item

\,\\

-that we had . befOLe Lhe Comanission last month.  This NN

amendment will approve minor technical changes to the

améndment.

The Port District's bond counsel wanted the

 amendment changed slightly. 8o, in order tc¢ help him

out with some bonding -- and this also leases babk the
b
areg that we acqulred from Lhe Port Dlstrlct For a 49-
year term. N /
PETERS SHORTHAND REPORTING COﬁPORATIQN .
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| v : ACTING: GUAIRPERSON ACKGRMAN: Okay. I don't;
2 have .any problems with that item. "’Any‘ vquastions frmzi
v, 3 Comm1ss1oners or anyone in 1.he audience on Item 562 |
3| (No response. ) ) N o
ef \ 5 | ACTING CHAIRFERSON’\\ACKERMAN xtéﬁ; 56 will
' Ji w"‘?x\} 6 be deemed apprmred w:l.t,h/out objgctlon “
2 7 Item 57, Matheson versus State of Califcrnla'?
00 % 8 . MR HIGHT: Yes, Mr. Chalrn)Ian '}hls‘ is &
| 5| settlement of an existing lawsuit to which the Commissilh
% “ q S 104 1s a palt:y The Commission will take $32 500 for it as
;f o 1| comf)ensat Lnn for the value of the land that it has within
:a'“k o " © 129 the parcel. . h |
T A ACTING CHAIRPERSON ACKERMAN: Okay. I think
® o : ' N
" ~ 14 | in this case it wa“s‘nice not to have to go to litigation
“ 15 | with a small party for a small settlement.
16 S MR. HIGHT: Yes, sir. '
g 12 . ACTING' CHAIRPERSON ACKERMAN: Okay. Without
ﬁ,ﬁf objecj:icn, Item 57 -- anyone in the audience on this itﬁem?
. 19 ! “ (No response.)
? V ,‘ 0| ACTING CHATRPERSON ACKERMAN: Without objection,
. /i \ 2’,1 ;j:em 57 will be \ﬁleemed a}_‘%zzp/rovéd. __
R o © COMMISSIONER MORGAN: Mr. Chairman?
3’, 23 ACTING CHAIRPERSON ACKERMAN i Yes?ﬁ
| 2 COMMISBIONER MORGAN: Before we: move into
?{ o 25 ’ )’ administration, what about Item 33 or 317'
8
yo
R e e PETERS SHORTHAND REPORTING CORPORM‘ION
x L e e u
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ACTING CHAIRPERSON ACKERMAN: Thiuty-one.
EXECUTIVE OFFIGER NORTHROP: Mr. Chairman,
I believe on Item 31 the County of Orange Environmental
Department and Mr. Willard have come to some kind of
égreement. Wouﬁﬁ,ﬁhe two of you carexao comz to the podium
and tell us what you want?
ACTING CHAIRPERSON ACKERMAN: We'll take up
Ttem 31, then? )
EXECUTIVE OFFICER NORTHROP: - Is that what you

NS

want? 7 ) ,
ACTING CHAIRPERSON ACKERMAN: That would be
fine. M. Dalquist? N

“MR. DALQUIST: Mr, Willard, the County of Orange
and“myggff have come to an agreement. The county would
like to amend the lettew that we submitted to fau under
count§*1ettefh@ad We would like to remove our concern
number one which ;Egtes ”lnclude the State Depqrbment
of Parks and Recreatibn as coapplicant." We have worked
out .and resolved our problems for concern number two.

ACTING CHAIRPERSON ACKERMAN: Do you have a
changao oﬁ your request on number. two?

MR. DALQUIST: There i; no*ahahge for that,
no: | |
| ACTING CHAIRPERSON ACKERMAN: ir. Hight or
Mr. Novwhrop, is there a&reemenL from the Commission staff

|

. )/(" AR ¢ i
s . B ¢ .
[ i . . \
Ao i A J

w o5
Qv
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to these suggeéted changes? . un a>\i;x

[

EXECUTIVE OFFICER NORTHROP: Yes. You're willing
to withdraw two? )
MR. WILLARD: ;Yés,‘ndﬁbervtw0~will be withdrawn.

" ACTING CHATRPERSON ACKERMAN: So, you're
w1thdraw1ﬁg numbeaxr ton . | :

) EXEGUITVE OFFICER NORTHROP: You're going to
cave oﬁ that? You're going to cave on two?

MR, WILLARD: Well, we're sticking with the <&
stockﬂdangﬁgg& ip“our form of permit which states that
the State rc&erves the right te assess a royalty of
25 gents per c¢ubic yard for material placed on private
property or used tmr any prlvaLe or cammercial bencflt.
This protects the State. The material 'is intended to
be placed upon state-owned land, that is Parks and

Rucreatlon 1and

'EXECUTIVE OFFICER VORTHROP \Right. This is
Northstar Range. = | - éj" : &

ACTING CHATRPERSON ACKERMAN: Is this consistent

\ with your recommendatlon, Mr. Northrcp?

RS

) o ‘
\ pﬁECUTIVE OFFICER NORTHROP: Uh, I think we're

waiving Lhe 25 cents?

MR WILLARD: No. Well, “the materidi’~~ -

arlglnully, there is 4o intention of assessing a royalty

B

for the material that was going to be returned to state

PETERS SHORTHAND REPORT!NG CORP@RA“'SQN
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land, that is on Parks and Recruaulon land.
EXECUTIVE OTTICBR NORTHROP They had no problem,
jf they pay the 25 cente 1t they put 1t on private land.

MR. WILLARD: If it gocs on private land. You're

v
Iy

in agreement, then?_$
MR. DALQUIST‘ Yes, we are -
EXECUTIVE OFF ICER\ NORTHROP ' So, Wh&t I hear

"

you soying is that you -- if you withdraw one and two,

* you have withdrawn your leétter; is that correct?

MR. DALQUIST: No. No. That's not correct,
We are withdrawing number one. Number two, I'd like to
have that for th@grecord.

COMMISSIONER MORGAN: You wculd llke to have
that language withdrawn from the -~

MR. DALQUIST: The language. yes. The new

language has been withdrawn, Our concern with number

two is it's ambiguous, the word ”anytime“ and "'to the

State's best interest.’ @\We have revmsed that wording

as Mr. Willard has Jueread to you to become more definite.

=2

+ And there is no amb;gulty 1n:thls¢wo§d1ng.

EXECUTIVE OFFICER NORTHROP: I have no problem

-~
[

with théﬁ, Mr. Chairman.

ACTING CHAIRPERSON ACKERMAT; Okay. Then we
f
will 51mply -~ what you're asking ua( is to approve Calendar
N
Item %ﬁ with one change, and that's tv.#liminate the wording

R
v

’\
s o
[
5
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' so, Mr. Chairman, we have heard from Mr.

.

a8l

that you suggest, in your letter, that the‘State reserve
the right at anytime to assess a royalty if the Commission
finds such action to be in the State’s best iﬁterést.

That will be stricken from the'permit with your wording.

The resolution

.MR. WILLARD: That's correct.

stands as written in the calendar item.

ACTING CHAIRPERSON ACKERMAN Okay. Then

without objection that will be the actlon of the Commission.

‘COMMISSIONER MORGAN: . Fine.

ACTING CHAIRPERSON ACKERMAN: Okay. Thank

yots;, I'm glad we could work that out so smoothly.

Okay. Let's pick up with the last item on

-the agenda,, which is -- which are the administrative items.

i

Go tb\@&gm j? which is more than just . admlulstratlve

\\N\“‘__ P / 4

B A

Bhlnk
)

Y

EXECUTIVE OFFICER NORTHROP: Yes, I believe

Thompsonfénd
I'd like to introduce

will again on this item. However,

" Bob Paul from our statewide operations, whe is going to

take the heat for these numbers as well as Mr. Thompson

and mypself. So, Bob, do you want ‘to come up with Moose

and lay out where you're coming from? I'm sick and tired

AN\
N

of catching it all %:e time.

0 \ -
MR. THOMPSQN: All right. I'll speak here.

‘ N
And if Bob gisagrees with me, why he will grab the mike

<7
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yRIe faced with the same thlnw that wee have varlatlsns

 have ten pércent compoﬁnded, S0, this builds up.

'theregore, we took oil rates and set those, and then wea

by the tlme we get to the '81~-82 year the difference bet"=en

. 0il we- have been involved wmth would be $100 million.

. . " o : ‘ [
from mé and go from here., The previous projections we

in oil rate and other. factors, but When lt comes down

I

to 1t the most important thlng is 011«@r1c1ng So,

ran variations of cases in which we escalated oil prices
starting in Decemberaof 1979 with nO*escalatioﬁﬂ five .
percent per year escalatioﬁ, and ten percent per year N
escalation, i | | ﬂ
As you look at Lhe Oll\p \cekéurvgb that jég“
sea on the le£t here == we ve gﬁpe “through that -- that
in effect we have zeéro prlce escalatlon.,\And, of course,
now when we can cscalate like this, we alsc compound.
So, by thevtime you&gét ougéany period of time, you not
only h;ve ten percent per year 1f you use that, but you

(s,

Now, the glst of“this is that on the average

ZRTO0 escalatlon and ten pércent escalation is about $4

a barrel. And thié, then, can add up to the amount of

And tbat s just exaetly where we are. The i revenue estlmates

you see mow are taken down towalds the -- what we take as

a conselvatlve view on crude oil pricc escalation in which
1\

we've held them constant through the 1980-81 period. And

PETERS SHORTHAND HEPDRT!NG GORPDHA’HON
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then, we start escalatznw £hem, 50 that by the end of .
'81~82 year we have esaala ed up to ten percent.

*V ACTING CHAIRPBRSON ACKERMAN; You're saying
we'll be down a huddrgi mllllon in this Curnbnt budget?

EXECUTLVE OFFICER NORTHROP: Fifty million
N 3y

N
A

g

in this, )
ACTING CHAIRPERSON ACKERMAN Flfty million.
MP TdOMPSON We will not be down a hundred

- million dollars The 011~prmce, if you looked at a ten

‘percent escalatlon would be a hundrcd million dollars

plus or minus. .
NQ{, you could have oil prices that could thke

off and do Lh&i But when you talk about the difference ‘

between a ZP;@&?SCalatLOH and a ten $ercent escalation “

in aArevenuL estimate for a yeary that could be $1Q0 mllllon

What the flnal revenue is golng 20 be is g01ng\&*”be

whatever it is that year, depending on what happenedxto

the erude oil price.,6 We could sit here, and we could

astimate and say we're going to get revenue until it's
Yy g

- coming out of our, ears, R?t iﬁ/the crude oil price, whith
1

particularly contralled
by the OPEC countrles and federal pollc1es to é degraee
on control -~ thau s just where we are.

COMMISSIONER MORGAN: How does tenspercent

equate to a million dollars? ) 4

i
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vl | EXECUTIVE OFFICER NORTHROP: Pardon me?

2 o~ UCOMMI§SIONER MORGAN: Does ten percent equa;ﬁ
3| to four dollars per barrel? :
N 4 | ‘ MR. THOMPSON: Yes. Over that perxiod of time,
B 3| you take tyo years there. We start escalation -- in these
6 { earlier projections, we startedug§calating'aﬁ a monthly
71 rate equal to either zero, Five orgten%percent\per year

>

compounded. By the time you get out and look at”“the average

©°

0il price for '81-82, if you use a ten percent versus

' 101 a‘mero escalation, that will be abqut f0ur”dollars a barrel,
M| because you're going through two timing periods.

2 " EXECUTLVE OFFICER NORTHROP: It's the -- it's I

i3 the cumulative cffect%pf the ten percent compounded.

)

14 . MR. THOMPSON: Because you started in December.
s 'COMMISSIONER MORGAN: Eighty-ome, eighty-two?
216 EXECUTIVE OFFICER NORTHROP: Yezh. Because

17 you will have compounded it from a prEV1ous time level,
18 | right?

19 MR. THOMPSON: Starting from December, '79.
20 So, it's actually an extr% period of time there‘going

i
21 back to the previous budget year.

S 22 EXECUTIVE OFFICVR NORTHROP And you think
23 only %gwyers zet off statements. é

25 | exaetly what cvude oil prices will be in '81-82, we'll

1 o \
it 0

i
54
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because the escalation factor having caﬁght up.

you used?

1]

-85 -

o
o

come out with a revenuce estimate that will be very close,

EXECUTIVE OFFICER NORTHROP: We're ~=- it's

i\
on¢ of those things.

MR. THOMPQON So, the red acLaally‘s\hows that

R
1/

for the '78 -- for the “79 80 year, that it was forecast
to be 1 think three tem. I think it was actually 307.
And you'll see it runn:l.ng a little less for the next year,

By now,

. again, if you look again, if you want to compare I guess

a ten percet ) range, then this is where "that $100 million
may enter, or you could say it's above the zero escalation

range. ) . |
ACTING CHAIRPERSON ACKERMAN: Really, what

D&

ot

you're saying is that’* how much money will come in if
these cértaln assumptions hold true.

& BXECUTIVE OFFICER NORTHROP: In the calendar

item, we list =~ we ll°t nine assumptlons and A,» B, C,

D, E{ F caveats to t:hose. So, it's a -~ .
ACTING GHAIRPERSON ACKERMAN: Did you develop

a matrix that goes along with this that -- so you could

take a varlety of thosé asstiptions and Lhen equaLe out

to a different zevenue figure, based upon which assumption

MR. THOMPSON: Yes.

N

the overriding matrix is the crude,oil price.

{7

There are

By the time you get thrcugh,
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othe;;factdrs that could come in.

ACTING GHAIRPERSON ACKERMAN: But they don't
weigh that mﬁch. B

EXECUTIVE OFFICER NORTHROP: Wo. |

MR, THOMPSON: Again,Q%e take an optimistic
and a pessimistic, We take an optimistic in the fact
we say that the exemption for windfall profifs tax will
besresolved. If that isn't, then we are out of whack
another $100 million a year there. Well, but agagn, you
don't know low much further, on oil property, that thing U
EXECUTIVE OFFICER NORTHROP: And again, as
I have mentioned this morning, if the gntitlgments program

2 . . Y
ot some of eﬁgitlements is put into place, we really don't
B ) .

‘know what happens on that. And there is a great feeling

now that there ‘may well be some entitlement.
MR. THOMPSON: In these estimates, we've actually
ba;k in about $9 million in win@ﬁall profits tax that
Wasugoliécted”last year. And we assume that the windfall
profips tax that we're being paid right now of almost |
$6 million a month, five to six million a month, will
be resolved this year and cycled back as revenue. But
that§>again, is in the/pgnds,of the Féderal Governﬁent.
ACTING CHAIRPEIRSON ACKERMAN:; If that dqesn't

go, that'é’another,$100 million?
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EXECUTIVE OFFICER NORTHROP: Seventy. “
MR. THOMPSON: Not quite. It would be about

#

o

70 m:z.lllon
EXL’CUTIVE OFFICER NORTHROP: We'll get a better
handle on thaL We're) due in Washington a weclk from
tomorrow to have some discussion, which is a good time
to raise this. Yp//u had indicateé that it would be well
to discuss our prgblem with a tax specialist. I have
an app01ntment wmﬂh a city attcrney of Long Beach ard

Alan Hager a weeﬂ from Thursday morning in Washington

" at nine o'clock J'th aqu. Martin Ginsburg, who is a

profussor of economics at George‘Washington University

and a prominent tax lawyer, Lormerly prominent tax lawyer

in New York City and now teaches in Washlngton and doesg’
some consulting work, We have a meeting with them to

n* least go over the steps we've taken so far regardlng
:r

Cout appeals wmth the windfall profits tax problem.

ACTING CHAIRPERSON ACKERMAN* In, other Words,
you géwg01ng to have to make a dGCIQIOH, then, what |

revenue figure you use When the Department of Finance by
0

puts together the budget.

EXECUTIVE OFFICER NORTHROPY We ?//éeﬂ 1e1\\at1ve1y

certain at this time. ALEn Hagur, do you want to give
me a number? Ninety perc&hLV

'MR. HAGER: No.'

)

S

L
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: S EXBUTIVE OFFICER NORTHROP: Eighty-five? 'L f
Q 2 MR. THQMPSQL}I: We 've ﬁaken a very optimistie ( :
8| viewpoint on that. | | | i
) 4 EXECUTIVE OFFICZR NORTHROP: We're vexry optimistié i
‘?d' 5 in viewpoint, and you say 'mo''? I'm goiné to get youl
6 and Everitts and put you in the same bag. I sit down
o = 7 Jand talk to you, and you get to g‘meeting and you talk
2 8 | different. -
< . {’ 9 (Laughter.) ’
N 10 MR.“THOMPSON:: We have a -~ next &ear;we have
%ﬁﬁ \0 T beenﬁyery consexrvative on oil pricing, anﬁ”?et we are
o e 12 on‘t:'iﬁxistic on the windfall profits tax. And that's the
i‘ s 13 blend of it all. g | V 7
r 14| % EXECUITVE OFFICER NORTHROP: But we are *'
% - 15 optimistié on this. We feel -- (mnaudlble )
161 ACTING CHATRPERSON ACKERMAN: 'I‘he cookie jar
a 17| is gone, isn 't it? ‘
8 MR, THOMPSON: ¢ Well, maybe the cookie jar never
] 19 | really existed. j
e. .° E A b
0 : 20; AC'L‘TNG QHAIRDERSON ACKERMAN: That's a be:'tter
% 21 'sté‘tement. ;
" 22 ' EXECUTIVE OFFICER NO‘fiTH}iOP: It is.
* 3 ACTING CHATRPERSON ACKERMAN: You can tell
| | your legislators thati\ ) ”
0 BT EXECUTIVE OTFICHR, NORTHROP: - This is -«
@. o - | | . . |
| @ , //{/ .
P T PETERS SHORTHAND: REPORTING CQRPORATION.
e Ty £
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- five years -~ is that rlght -- it had been in lltlgg%{gﬁ,
\ ; L HEf -

and the.money had been, by ordet of the court, inya“passbook

MR. THOMPSON;‘ Or 1if the‘cbokie jar exi&ted,
maybe it wasn't that full, - >

EXECUTIVE OFFICER NORTHROP: Incidéntally,
I think it would be well, Bob, to éomment on the geothermal:

because this revenue now becomes very significant, In

and I bulleve this is rhe flrst time we're showing lt

=

as a revenueflncomeyltem.
MR, PAUL: It is. That is a fact.
EXECUTIVE OFFICER NORTHROP: And it -~

AN

ACTING CHAIRPERSON ACKERMAN: What percent -
. N B - . ‘ \\\\‘

or

ig geothermal, roughly?
i - MR, PAUL: Gcothotmal at thls time relative

number is quite IOVg, but as a percentage it's small.

I Wculd say it's like one percent of that “fotal amount

oti there. ’ ;< ‘

ACTING GUAIRPERSON ACKERMAN:  What's the dollar?

EXECUTIVE OFFICER NORTHROP: About.four to

five mlllnon a year. In the past, '£t had been very --

in' “fact, 1t had been zero, bccause for the last four or

account at the Hibernia Bank in San Francisco. We are

e

now taking steps to put those, that money, pending additional

court action Lhat there may well be --
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ACTING CHATRPERSON ACKERMAN: It wasn't one
of those accounts where they couldn't find the owner of
the account; was it?

T

~) EXECUTIVE OFFICER NURTHROP: No. Bu>n boy,

|

it was?a big number when you paid five dnd th we-quarters
percenf, particularly in days when short-term bills are

paying at 15 percent and the poolegl money investment paying

at least that®much. So, we're now moving that money,

as we can, into certificates so it does earn some lnt?Fest
ACTING CHAIRPERSON ACKERMAN: Okay. (,
EXECUTIVE OFFICER NORTERUP: But it was not

poor sﬁgwardship on our part. It was the caurt had placed

it there. I'm cnpplng a self-serving plea.

ACTING CHAIRPERSONSACKERMAN Tha Tevenue

estlmatns are now to be done on 51K—montb intexvals;.is

//

" that correct?

EXECUTIVE OFPYCER NORTHROP! At least six

months, ’ i o

- v
i N v

ACTING CHAIRPERSON ACKFRMAN Now, the releasing

of the flgures yesterday formally, was that one of those .

_sixe-month intervals now?

&

| EXECUTIVE OFFICER NORTHROP: Yes. You have

W] 'f'\
now, in your calendar on page 96 reVLsed the estimated

revenue as reflected hy the Chairman's discussion yesterday

in an aLtempt to get some monc*\whlch w:ll be in a blll

7

‘.\ o
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i 1 for secondary recovery’pointing to the need for secondary
0 2 recovery to give incentive for more 0il producing.

3 ACTING CHAIRPERSON ACKERMAN: 8o, really, your
4| next watershed date on this will be From May revised figures)|
5 in late May. ) . ,;W“ |
6 EXECUTLVE OFFICER“NOR?\fﬁﬁdiﬁ; Ye#, Unless there
71 is some kind of’crude price or something extraneous happens
871 din the meantime, and then we'll run the computer and see

Sy

% | what it says, o
10 ' MR, THOMPSON: There are two different things

s | here, We're requlhed hy the budget languagg to report

;?ypﬁfﬁfﬁiz semi~amnually to the Gov%rnox s Office and to the ) i
“?&7/ . .18 Legislature. But, as Mr. Northrop says, any time that
6 . « 141 we see a siguificant chtmge why, e m,ll redo our
| 15 estimated, J 3
Y, 16 ACTI&C CHAIRPERSON ACKERMAN:''Okay. Thank you.
® D S| EXECUTLVE OFFICER NORTHROP: This one happened
| 18 to be a s:.gnm.n.capr unchanged . We expc,ct\,d ra:_sesl\ and
B - 19} dida't get it. = \ﬁ N
© .20 7 COMMISSIONER M/)RGAN Other than theChairman
e 21 having a press conference, will we be transmitting this .
22 | ~to the Legislature informally? | -
g‘ o A EXECUTIVE OFFICER NORTHROP: This will be
‘ - 24 | transmitted to the Legislﬁatﬁfi?ésgggrmally after the Commission
| 25 | reviews it. o
® ;
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COMMISSIONER MORGAN: . Okay.

ACTING GHAIRPERSON ACKERMAN: It wight be helpful
to the legislators, not just the Legislature, but ﬁm the
legislators, to tell us, possibf& either a letter from
the Chairman or from you, Mr. Northrop, whichever would
be appropriate. But, you know, last year --

EXECUTIVE OFFICER NORTHROP: You mean

7

individually? Vs

ACTING CHAIRP%RSON ACKERMAN: ~ Individually.
I think last year leelands 0il revenue was viewed by
each ch&éiator ns*beinp Sométnlng they could get their
hands o{ for projects in their districts. And I think
that unless that feeling is turned around a little bit,
they are still xoékmng at it the same way -- the Chairman's
press conference notwithstanding. And I think you need
to bring them down to a little reallty ’

I know Susie's got some problems with a lot
gf spending bills that are going to be considered this
week that the Governor's going to have to take action
on.

EXLCUTIVE OFFICER NORTHROP: As we've said
and you, thank God, have supported, us on the fact that
a year ago, six months ago, when Danforth was ‘sending
out that California was going to get $30 billionﬁin the

next ten years -- was that the number, Jim?

ya
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MR. TROUT: Something c¢lose to that, yes, °

EXECUTIVE OFFICER NORTHROP: Thirty billipn o
? ! Th i
dollars in the next fen years. And your staff kepy?s%ying

3

it can't happen. It .just. can't happen. And it's not

/happening. ;And the figure that we gave of sik billion

A
4

for a teﬁéyear period may well have been very, very
optimistic. | -

ACTING CHAIRFERSON ACKERMAN: As I recall,

I think I was a little on the high side of those figures,

too. So, I was guilty. Okay. Any other dquestions on
Item 587 |
(No response.)

ACTING CHAYRPERSON ACKERMAN: Okay. We will

-

go to Item 59, annexation of tidelands and submerged lands.
T N
o)

AN

EXECUTIVE OFFICER NORTHROP: Mr. Ghairman,

« Mr. Hightkwill discuss this.

MR. HIGHT: Yes, Mr. Chairman. The Gity of

. Oxnard wishes to anhex a small portion of tidelands and

disapproves a legal sufficiency of the description. Any
apne;aﬁign w?ll have tovgo to LAFCO and then go to a vote.

ACTING CHATRPERSON ACKERMAN: Okay. Anyone
in the audience on thismitem? Any quesfions"from the Tr'(
Commissioners?

(No response.)

ACTING CHAIRPERSON ACKERMAN: The item, then,

PETERS SHORTHAND REPORTING CORPORATION

7100 COLLEGE TOWN-DRIVE, SUITE 206
BAGRAMENTO, CALIFORNIA §502)

? TELEPHONE (216) ada.dadt * '~




® | - J -
v \ ] « 24
R \ ™ 4| will be apprcved vnthqut objection.
4 \ 21 ' Item 60, revision of your geothermal regulations?
w s - EXEGUTIVE QFEIQER NORTHROP: Mr. Chairman,
C"\'_ o l 4 We did, as y‘ou know, some new gec)thérmg.l regulatiqﬁs. ]
@ 5 We meed to do some cleanup on those. And so, what I'm
o B FT '8 ‘!“Ias&ln\a \a.s authorization to have publlc comment on the
> s ( P | revisions, and ‘wé "11 bring them back to you after that.
\’A\ ‘?\\\( sl ACTING CHATRPERSON ACKERMAN: I don't have
T >, 9 {f-:my problem wit}) that. Any questlons from the Co‘nmlssmnefs?
10 |. Anyone in the audlc_m,e on Item 60” e /// e
?, TS -, (o response. ) ) | \ |
g 2] |- AGTING CHAIRPERSON ACKERMAN: That willbe
) C 13 : deemed approved then{ without ob; Jectlanj h
;‘ G ‘1’4,/) Item 6>;L,ﬂthc. City of Capltoia. :
L 15 'EXECUTIVE OFFTGEL NORTHROP:  MNr. Chairman,
L " “ } 16 ‘ the City of Capitola haa done a very nice Job w1th thez.f \>
‘w ) i"i:;: grant and would llke to{_‘,recoixstruct ‘thair wharf | JAnd ’
» o 18 Lh stafl finds that this is ccn.s:.st.lnt wn.th their Grant
= a If‘*"‘::{ Statu),e and figels that $250 000 probably would be WE’.LI
® Q “:;\u/; 2] spent. in Ca;. itola. o
q. 21 = , ACTING CHAIRP*“‘RSON ACKERMAN And the staff
) 22 | concuks? < . e
- B| | EXECUTIVE OFFICER NORTHROP: That's correct,
L T A _ ACTING CHAIRPERSON ACKERMAN : Anybne in the
® o S
, > L -
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, ; 3
1! audience on Item 6*? Any questions from the Cgﬁmiésignérs?
2 | bOMMISSIONI:F MORGAN: It sounds like a goéd
| 3 1dq The city came to the Coastal Conservancyhto try
4 to get some money, which the Fonserwanoy could not give
5 them in suppo;t of related PrOJeCtS. So, I'm happy to A /
6| see that they are going to go ahead. | | - i%
7 | ACTING CHAIRPERSON ACKERMAN: Without objection,
] then, Ttem 61 will be deemed approvéd. f q
9 That completes the regular calendar items.
)0 Are there any otherxitems tgat anyane in the audience
Cﬁl wishes to:bring before the Commissién? N
12 (No ruspoﬁse.5 ) S
13 . ACTING GHAIRPERSON ACKERMAN: If not, the
14“ Commission meeting will stand adjourned. Py
15 ' (Thereupon tﬁé bus{ness meeting T
16 befere the State Lands Commissior was
L adjourned at 11:45 a.m.) |
18 ee00mmm
19
20 y .
22 "
23 | (i
24
25 !
o :’ & - -
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