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MINUTE ITEM 	 10/21/65 

4. PROPOSED NET PROFITS AGREEMENT, ALAMITOS BEACH PARK TIDE AND SUBMERGED 
LANDS, TRACT NO. 2, IONG BEACH UNIT, VIIIMINGTON OIL FIELD, LOS ANGELES COUNTY, 
CALIFORNIA - 	52000510. 

After consideration of Supplemental Calendar Item 41 attached, and upon motion 
duly made and carried, the following resolution was adopted: 

THE STATE LANDS COMWLSSION: 

1. DETERIMES, IN ACCORDANCE WITH THE PROVISIONS OF SECTION 30)0F 
WPM 138, STATUTES OF 1964, FIRST EXTRAORDINAFY SESSION, THAT 
IT IS IN THE BEST INTERESTS OF THE STATE TO i3VVit ZIE OFFSHORE 
PORTION OF =ALTOS BEACH PARK LAMS FOR BID UNDER A NET PA0z,tT 
AGREEMENT FOR THE PRODUCT/ON OF OIL, GelS AND 	HYDROCARBONS, AND 
TO AWARD SAID NET PROFITS AGREE IM TO THE HIGHEST RESPONSIBLE BIDDER' 
UPON THE TERMS AND CONDITIONS SET FORTH IN THE TRACT NO. AGREEMENT". 
LONG BEACH UNIT, wmbamnim OIL FIELD, LOS m(aves  (=N TT, CALIFORNIA 
EXHIBIT "A"), AND IN THE PROPOSAL TO ENTER INTO Vall AGREEMENT 

IT "c"), ON FILE IN ME OFFICE or THE STNS LOW COMISSION 
AND BY REFERENCE MADE. A PANT WSW.: 

AUTHORIZES AND DIRECTS THE EXECUTIVE OFFICER TO OFFER FOR BID, 
PURSUANT TO SAID CHAPTER 138, THE SAIDTRACT ice . 2 AGREEMENT IN 
ACCORDANCE WITH THE TERMS AND CONDITIONS SET FORTH IN THE SAM) 
PROPOSALS 

AUTHORIZES AND DIRECTS THE EXECLaVE OFFICER TO CAUSE TO BE PUBLISHED 
THE NOTICE OF INTENTION IN THE POMO? EXHIBIT "B" ON FILE IN THE 
OFFICE OF THE STATE LANDS03M MISSION AND BY REFEM546)00; A PART 
HEREOF. SAID NOTICE SHALL BE PUBLISHED 'N.A. NEWSPAPER OF GENERAL 
CIRCULATION IN LOS MOLES COUNTY. IF Mel NOTICE IS PUBLISHED IN 
A WEEKLY VEVSPAPER, I SHALL APPEAR THEREIN ON AT - LEAST TWO DIMMREWT 
DAYS OF PUBLICATION AND IF IN A NEWSPAPER PUBLISHED OFTENER, THERE 
SHALL BE Al' LEAST FIVE am FROM THE FIRST TO THE LAST DAY OF 
PUBLICATION, BOTH DAYS INCLUDED; 

RESERVES THE RIGHT, IX ITS DISCRETION, ATANYSTAGE OF THE IRO-
CEEDINGS3  TO WITHDRAW rLI.r.E f.)FFER TO RECEIVE BIDS OR TO REJECT ALL 
BIDS FOR THE TRACT HO. 2 AWPFANNT. 
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SUPPLEMENTAL CALENDAR ITEK 

PROPOSED NET PROFITS AGREEKENT„ ALAMITOS BEACH PARK TIDE AND SUBMERGED 
LANDS, TRACT NO. 2, LONG BEACH UNIT, WILMINGTON OIL FIELD, LOS ANGELES 
COUNTY, CALIFORNIA - W.O. 5200.510. 

By resolution dated May 27, 1965, the Cemmission: 

1. Approved in principle the offer for the development of oil and gas 
from the Alamitos Beach Park Lands, utilizing a net profits contract 
With a specified. minimum of 16-2/5 percent of the aIlocatel gross 
production and with provisions for advance payments, as determined 
by the staff and the State's consultants; 

Authorized the Executive Officer to prepare notice inviting bids, 
bid form, and the Tract No. 2 Contractor& Agreement covering the 
Alamitos Beach Park Lands, Long Beach Unit, Wilmington Oil Field, 
Los Angeles County; 

3. Directed the Executive Officer to submit the documents in t' 
	

Fro- 
posed final form for approval by the State Lands Commission. 

Accordingly, the office of the Attorney General and the staff of the 
Lands Commission, pursuant to Chapter 138, Statutes of 1964, First Extra-
ordinary Session, have prepared. a Tract No. 2 Agreement, Long Beach Unit, 
Wilmington Oil Field, Los Angeles County, Cali fornim, covering the offshore 
portion of the Alamitos Beach Park Lands (in -Ole form of Exhibit 7.0 hereto 
They have also prepared a Notice of Intention to offer said lands for bid 
and Proposal to enter into said Tract No. 2 Agreement (in the form of 
Exhibits "Bu  and "C", hereto, respectively). The successful bidder will 
become the Working Interest Owner in Tract No. 2, will asaame development 
and prodtletion costs attributable to said Tract under the Long Beach Unit, 
and will be entitled to production allocated to said Tract, subject to the 
States 5 rig11• to vote the Working Interest in Tract AO. 2 and take in kind 
up to 12-1/2 percent of the oil allocated to said Tract. 

The Contractor under the Tract No. 2 Agreement will pay to the State 96.25 
percent of, the libt Profits Attributable to the Contractor under said Agree-
ment or 16-2/3 percent of the Total Value of Oil and Gas Allocated 2.:o the 
Contract Lands (other than oil taken in kind by the State), 'whichever amourt 
shall be greater. The Agreement will be awarded to the qualified bidder 
who offers, in addition to the aforesaid payment :  a production payment or 
overriding royalty consisting of the highest offered Bid Percentage of the 
Total Value of Oil and Gas Allocated to the C, -Itract Lands during the 
"production payment period" :  which period will commence on January 1, 1967, 
and .;erminate when six million barrels of oil Shall have been thereafter 
allocated to Tract No. 2. This production payment or, overriding royalty 
is subject to a limitation in the form of a "variable dedication clause ° 

 designed to assure that said payment or royalty does not put tht3 Contractor 
in an operating loss position for any accounting period, takr.g into con-
si deration costs of operation 'oat not costs due to developmert. 
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The Contractor shall have the exclusive right and obligation to take all oil 
and gas allocated to the Contract Lanls, other than that taken in kind 'by 
the State. Al]. oil and gas allocated rJhall. be  accounted for and payment 
made to the State at a price computed to the closest tenth of a cent per 
barrel using the highest of four pricing standards, as detailed, in the Tract 
No. 2 Agreement, 'which standards are sv.bote.ntially identical to those set 
forth in the Contractors' Agreement covering Tract No. 1 of the Long Beach 
Unit. 

The Contractor will be required, to commit the Contract Lands to the Long 
Beach Unit within fifteen (15) days of award. of said Agreement by the State, 
and the term of said Agreement shall commence on the date when the Contract 
Lands have been so committed and will terminate on March 31, 2000, unless 
sooner terminated under the following conditions: 

After firhal ttaet; twolgrunents and adjustments, the Contractor upon 3.20 days' 
notice may terminate this Agreement if either of the following situations 
exist: 

(a) There has been a period of 12 consecutive months during which there 
we been no net profit -- vable to the State by such Contractor; or 

(b) There has been a month in which there have been no net profits payable 
to ,the State by such COntract0„ And sttch Contractor has advanced 
expenses of $100,000.06 	&ring a period when no further Net 
Profits Attributable to the Contractor are payable to the State. 

The Contractor shall furnish the State with a faithful performance bond in 
the amount of $1,250,000.00, subject to reduction or elimination at the 
discretion of the State Lands Commission; 

The Commission's staff and its col'Isu1tants 0  after careful study, have con-
cluded that a net profits agreement under the aforesaid terms and conditions 
1413 enaale the State to achieve the maximum possible oil axed gas revenues 
from the Alamitos Beach Park Lnds. 

Bids for the Tract Fo. 2 Agreement are to be opened on December 9, 1965 0  and 
if the ht hest. lAd is acceptable to the Commission, it may authorize issuance 
of the Agreement to the succes sful bidder any time between March 8 and March 15, 
19660  both. inclusive. 

IT IS 11.ECOMYTDED: 

1. irtiAT 	SVIE 	A4ISSION DETEWINE, D ACCORDANCE KM THE FRO- 
'71:1:414:1:73 Or SECTION 3(j) OF CHAPTEll 136, STATUTES OF 1964, FIRST :k1V11"--d4.- 
0,..s>111V11;,Y $E35310111  THAT IT IS IN DU asT INTERESTS OF THE ST= W 

OaSHORE PORTION OF THE Ativivos BEACH pm( IMI FQ3. BID 
ia:71*,',N- .4 NET PRCV::.3 AGREEMENT FOR THE FROD.TICTION OF OIL, GAS AND OMR 
TirtPs0;..7.A.P.B.r.TS, MD TO AWARD SAID NET PROFITS AGRRAI iorT TO ME HIGRZST. 
REI.A.POZI.BLE BIDDER UPON ME Tain9 AND COND:riPIONS SET FORTIT 711 mg 
TRACT NO 2 AGPadIENT LONG 'BF L-31UNIT 1,1131illiGTON OIL FIP,D, LOS 

"114864. 



SUPPLEMITAL CALENDAR ITEM NO. 41. (CONTD.)  

ANGELES COUNTY, CALIFORNIA (EXHIBIT "A"), AND IN T€ ,PROPOSAL TO ENTER 
INTO SAD) A - WV MHIBEtt  "C" ON nu IN THE OFFICE OF THE STATE 
LODS COMMISSION AND B REFERENCE MADE A PART HEREOF; 

2. THAT THE STATE LANDS COMMISSION AUTHORIZE AND DIRECT THE EXECUTIVE 
OFFICE TO OFFER FOR BID, PURSUANT TO SAID CHAPTER 138, THE SAID TRACT 
NO. 2 AGREEMENT IN ACCORDANCE WITH THE TERMS AND CONDITIONS SET FORTH 
IN THN SAID PROPOSAL; 

3. THAT THE STATE LANDS COMMISSION AUTHORIZE AND DIRECT THE EXECUTIVE 
OFFICER TO CAUSE TO BE PUBLISHED THE NOTICE OF MENTION IN THE FORM 
OP ZCHIBIT "B" )  ON FILE IN THE OFFICE OF  THE STATE LANDS COMMISSION 
AND BY REFERENCE MADE A PART Ham'. SAD) NOTICE SHALL BE PUBLISHED 
IN A NEWSPAPER OF GENERAL CIRCULATION IN LOS ANGELES COUNTY. IF THE 
NOTICE IS PUBLISHED IN A WWII* MSPA,M 7  IT MALL ,AZITANMEM ON 
AT LFAST 	DIFFEENT DAYS OF PUBLICATION AND IF IN A NEWSPAPER PUB- 
LISHED OFTENER" ME SHALL BE AT LEAST FIVE DAYS FROM THE FIRST TO 
THE LAST DAY OF rtIBLICATION I  BOTH DAYS MICLUDEDi 

4. THAT THE STATE MSS COMMISSION RESERVE THE RIGHT, IN ITS DISMETIONI  
AT An STAGE OF THE PROCEEDINGS/  TO WITHDRAW TO OFFER TO RECEIVE BIDS 
OR TO REJECT ALL BIDS FOR THE TRACT NO. 2 AMEPMENT. 
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