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The City ofLor,; Beach has requested Commission-approval,  
I "V Notices Inviting Bids, Bid. Forms. and Crude Oil Sales 

contracts to he used for the contemplated sell-off of 1211% 
of the oil produced or attributable to both, the Long Beach 
Harbor Department Tidelands• Parcel and the ,City of Long 
each Parcel A. 

The offering of these sell-off contracts is intended to 
increase tideland 'oil revenue anct,provide• a crude oil supply 
to Smalli  independent refiners. 

Section 18.2 of the Drilling and Operating 'Contract (Long 
Beach Harbor Department:Tidelands Parcel), dated March 
.21, 1964, reserves the right to the City of Long Beach 
to take' in kind up to 12:1/2% of the crude oil received b 
the contractor under that contract. 

Section 11.2 of the Parcel A Oil Contract, dated January 
27, 1972, also reserves the 'right to the City of Long BeaCh 
to take in kind ,up to 121/2% of the crude oil produced from 
Parcel A. 

The statutory authority for Commissio.) approval of these 
proposed sell-off contracts is set forth in Section 10(a) 
of Chapter 29, 'Statutes of 1956, First Extraordinary Session. 
It provides, In part, that future cootracts or other agree-
ments between the City of Long Beach and any other other 
person, firm, corporation or association, relating to 1.,,ang 
Or removing- or disposition of oil derived from the long 
Beach tidelands shall he of no effect unless and until: 
approved by the State Lands ComMission. This statute further 
prov:;,des ,that all opecifications and forms for the purpose 
of inviting bids in connection therewith shall be approved 
by the State Lands Commission prior to publication of notices 
to bidders. 

Present Oil sell-off contracts for these parcels were approved 
by the Commission-in December 1972. These contracts were 
written to expire Ln 1975, but were extended by the crude 
oil supplier-purchaser rule promulgated by the FEA. 
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CALENDAR ITEM NO,. 30.,  (CONTDY  

The present entitlement program treats California low gravity 
crude oil unjustly. Prices paid' in the Wilmington Field 
for lower tier crude oil have been 60 cents per barrel 
below the VEA ceiling prices since Octobetel, 1976, and 
there is, every indication that the nine cents per barrel 
increase in the ceiling price, effective during the September-
November 1977 period, will not be reflected in posted prices. 
Additionally, there is the distinct possibility that, for 
the first time since upper tier prices were established, 
ceiling prices will not be paid commencing September 1, 

Effective February 1974, the FEA required that bonus prices 
could no longer be paid above ceiling prices. As the 'posted 
price's that were paid were identical to ceiling prices, 
bonus payments therefore could not 'be made. When the FEA 
raised ceiling pricee 60 cents per barrel on October 1, 
1976, and posted' prices reMained unchanged,, the differential 
between ceiling, and- posted prices lade it possible to invoice 
lawfully for the bonus payments. 

The present contract bonuses are 32.70 cents per barrel 
for •the 8% increment of LEND Tidelands Parcel, 26.51 cents 
per barrel for the 4% increment, and 26.51 cents per barrel 
for the 1211% portion pf Parcel A. The purchaser of the 
8% increment of LBHD Tidelands Parcel has not paid this , 
bonus since October 1, 1976, and legal action is currently 
in progress to collect the bonus. 

The proposed plan would determine whether a higher bonus 
price can be obtained. The extended crude oil supplier-
purchaser relationships can be terminated if a bona fide 
offer is made by another party at a higher lawful price 
than is currently being paid, and if the present purchaser 
declines to meet the higher offer. If the present purchaser 
declines, the new offer may be accepted by the City. Bids 
received pursuant to this proposed offer to sell oil would 
satisfy this requirement. 

The approximate initial, daily volumes of crude oil that 
will continue to be taken in kind and sold by the City 
under new contracts are 1,800 barrels from the Long Beach 
Harbor Department Tidelands Parcel and 550 barrels from 
Parcel A. 

The signiLcant speeifications set forth in the sell-off 
bid forms are as, follows: 



CALENDAR ITEM Q. 30, (COTO  

1. Amount: 

The sell-•eff from the Long Reach Harboi' Department Tidelands 
Parcel will be offered in two'separate contracts of 8% 
and 41A. Sell-off will be offered in one contract for 121/2% 
of the oil from parcel A. Currently, these amounts are 
145D, MO and 550 barrels of oil per day, respectively. 

2. Prices of Oil (Bid FactorT; 

For ail oil' subject to federal Ivrice controls, purchaser 
shall pay the maXithuth ,price permitted by law, less 

(bid athount to be inserted here) per barrel, 
Put in no event less than the ,highest price currently paid 
to the City ,or the City's Contractors for Zhe corresponatng 
tier of crude ,oil in. the Wilmington Figld, for oil df like 
gravity on the day of delivery, by any purChaser who has 
during each of the previous calendar ,months purchased an 
average of at least 1,000 barrels a day in the Wilmington 
Field, 

For ell oil not subject to price controls Purchaser shall 
pay the 'highest price currently paid to the City or the 
City's contractor in the Wilmington Field for oil of like 
gravity on the day of delivery by any purchaser who has,  
during each of the previous twelve calendar months purchased 
an average of at least 1,000 barrels of crude oil a day 
in the •Wilmington Field. 

The price for 611 oil shall be computed to the closest 
tenth,  of each ,degree of API gravity and the closest tenth 
of a cent per barrel. 

3, Term: 

The initial Long ,Beth Harbor Department Tidelands Parcel 
8% increment contract is planned to terminate June 1, 1979,,  
with expiration of mandatory price controls on first sales 
of crude oil, but will be extendable far fixed periods 
by mutual agreeMent through September 30, 1981, the period 
of optional price control extension by Presidential degree. 
Each of the other contracts, when issued, will contain 
the same initial terminaeion date and extension provisions. 

4. Cash Deposit: 

Each bidder shall submit a certified or cashier's check 
with his bid as a deposit, as evidence of good faith in 
the following amounts: 
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Long Beach Harbor •Department Tidelands Parcel: 
8% contract 	$24.,4)00 
4Yk contract 	- $11,000 

Parcel A 12,1/2% contract 	$11,000 

t. Suretz: 

betters of Credit from a California bank are required of 
each purchaser in the following amounts; 

.I.ong Beach. Harbor Depa,:tment Tidelands Parcel: 
8% Contract 	000,000 
4k% contrrict 	- $300,060 

Parcel A 12A% contract 	$250,000 

6. Insuranee: 

. a,ch purchaser shall maintain or procure personal liability 
insurance ,of at least $500,000 per person, $Ii000,000 for 
More than one person, and property damage insurance of 
at least $i 000,000.• 

7. Deliver r•: 
-••••-••17 

All oil shall be taken from one or more of the following 
Wilmington Oil Field, delivery points, as approved by the 
City: 

t.her the Fault Bloc*. 1I Unit, the 
Fault Block III 'Unit, the Fault Block 
IV Unit or the Fault Block V Ranger 
Zone Unit shipping facilities. 

b. Parcel A: The Parcel A deliver point. 

c. The purchaser shall provide his own 
deliyery equipment, subject to approval 
by the City, and at no expense to the 
City. 

8. Selection of SuecO.ssful Bidders: 

Successful bidders shall. be those responalbIe bidders offering 
the highest price for each portion of sell-off oil. The 
present purchaser of the 8% portion, of Long 5w,h,  Harbor 
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Dpartment Tideland Parcel; .who is Powerine Oil Company, 
will be given the opportunity to match the highest bid. 
This right of first refusal is Mandatory under the supplier-
OurchAser prOvisionsof FEA regulations. 

9. ,Res221$112111LX: 

Each bidder shall submit evidence of his ability to take 
etude oil; and shall also file a financial statement. The 
findings of the City Manager of tong ieachand the State 
Lands Commissit,n as to these factors will be final,. 

IQ t, L21q1142,a-',8i"' 

The right to reject any tnd all bid's 	be reserved by 
the City of tong teachnd the State Lands CoMmis0;6n. 
The :bidnotiCes are Ion. file with the State Lands Division. 

Bids •eceived will be oalyzed by the ,City of Long 'Be'ac• 
and the DiviSiop and will be preSented to the Commission 
for approval before acceptance. It is expected that for 
the 8 portion of the LBHD Tidelands Parcel, bids tai it 
be solielted in the neat future and oil will be sold under 
the proposed sell-off contract commencing january 1, 19784 
Solicitations of bids for the two remaining portions will 
be appropriately timec•., 

IT IS RECOMMENDED THAT THE COMMISSION, PURSUANT TO SECTtON 
10Sa), CHAPTER 29, STATUTES OF 056, 1ST E. S., APPROVL 
TEE NOTICES INVITING BIDS, BID FORMS AND bRupr OIL SALES 
CONTRACTS roR THE SALE OF OIL FROM THE LONG BEACH HARBOR 
DEPARTMENT TIDELANDS PARCEL AND PfTY 0 LONG BEACH PARCEL 

MILMINGTON OIL FIELD, LOS,  ANGELES COUNTY. 


