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CALENDAR  ITEM 

26. 

APPROVAL OF SPECIFICATIONS ANIYFORMS FOR THE 
NOTICE INVITING tubs, THE 	,AND THE CRUDE OIL 

'SALES CONTRACT FOR SALE OF 8 PERCENT OF THE CRUDE 
Oft, LONG BEACH HARBOR DEPARTMENT TIDELANDS PARCEL, 

tITY'OF LONG BEAM, LOS ANGELES COUNTY 

7/78 
Thompson 

yl 
sir 

The City of 'Long Beach, in cooperati,on with the commission's 
staff, 'has prepared the notice inviting bids, bid ,Corte 
and crude oil sales contract to be used for the 'contemplated 
sell-off' of 8% of the oil allocated to the Long Beach' nrbor 
Department Tidelands Parcel in the City of Long Beach:, 
which oil the city may take in 4.(Ind pursuant to Section 18.2 
of the DriI1Ing and Operating Contract (Long Beach Barber 
Department Tidelands Parcel), 

Powerine Oil Company iS presently purchasing the subject 
8% poetion pf 'the crude oil' froM the 'Long Beach Harbor 
Department Tidelands .pa'rc'el'  under aa, contract with the ',City 
'of Long Beach'whese tern ended on July, 	1975. Powerine's 
purchases under that contract have continued by virtue 
pf the Department of Ene•gy's domestic crude oil supplier/ 
'purchaser rule. Powerine has not paid the contract bonus 
since October 1, 1976. Legal action is in progress to collect 
the bonus. The crude oil supplier./,purchaser relationship 
under the existing contract between the city and Poweriae 
may be terminated if a bona ffde of,fer is made by another 
party at a higher lawful price than is currently being 
paid l  tnd if the present purchaser declines to Meet the 
higher oft'er. If the present purchaser declines, the new 
offer ma, 	accepted by the city. Bids teceived pursuant 
to this 	_posed offer to sell the subject oil will, constitute 
an offe. to ppy a price higher than that currently being 
paid by Powerine. 

The statuto,.2 authority for Commission approval of 'these 
specifications and forms is set forth in Section :10(a) 
of Chapter 29, Statutes of 1956, First Extraordinary Session, 
That section provides, Ln pertinent part p that all specifi-
cation and forms for the purpose of inviting bids in connection 
with the disposition of oil derived from the Long Beach 
tidelands shall be approved by the State Lands Commission 
prior to publication of notice to bidders. 

The significant specifications set forth In the sell-off 
bid fo•ms are as follows: 
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1. Amount: 

The sell-off will be offered in one contract for the 8% 
portion presently being sold to Powerine. Ourrently, this 
amount is 1,160 barrels,of oil per day and is approximately 
92% lower tier and e/dupper tier. 

2. Price of Oil (Bid Factor): 

For all oil subject to federal price qpntrols, purchaser 
shall pay the maximum .price permitted by law, PUrchaser 
shall account for all oil not subject to price controls 
on the basis of its value as computed, under the crude oil 
valuation proviSions of Section 18 of the Drilling and 
OperttingContract (Long '1,e< ch Harbor Department Tidelands 
Parcel). The price for all oil shall be eempted to the 
cleSest tenth Of each degree of API gravity and_ehe closest 
tenth. Lef a'cent per barrel. Bids shall take the form. Of 
a commitment to pay the specified sell-off contract price. 

3. Term: 

The initial term of the sell-Off contract shall commence 
on the first day of the month following the month in. Which, 
the present purchaser of the 8% portion of the oil from 
the Long Beach. Harbor Department Tidelands 'Parcel is offered' 
end refuses to Meet the offer of the successful, bidder. 
That commencement date should be September 1, 1978. The 
term shall, end oh June 1, 1979, which is the date when 
mandatory price controls on first sales of doMestie crude 
oil are to expire. The contract will be renewable for 3 
additional fixed time leriods upon the mutual assent of 
the purchaser,. 	Commission given at least 30 days 
prior to the expirw.ion date of the then existing term. 
The last date throuo which the contract may be renewed. 
is September 30, 1981, which is the date to which the President 
may at his option extend' price controls on crude oil. Even 
though the requirement of mutual assent for extension may 
not be satisfied, the contract May have to remain in existence 
beyond its initial term if the present supplier/purchaser 
rule of the Department of Energy remains in effect. 

4. C"112222.L11; 

Each bidder shall submit with this hid as evidence of good 
faith a deposit in the form of a certified' or cashier's 
check in the aMount of $24,000? 
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5. Surelx: 

A letter of credit from a California bank is required of 
the purchaser in the amount of $400,000, 

6. Insurance: 

The purchaser shall maintain or procure persone, liability 
insurance of at least $500,000 per person, $1,000,000 for 
more than 1 persons  and property damage insurance of at 
Least $1,000,000. 

7. 'Delivery; 

All oil shall be taken Itom Wilmington Oil Field delivery 
points, as approved by the City, for the Fault Black II 
Unit, the Fault Block IN Unit, the Fault Block IV Unit 
or the Fault Block V Ranger Zone Unit. The purchaser shall 
provide his own delivery eqnipMent, subject to approval 
by the City, and at no expense to the City. 

8. Selection of Seccessfel •Bidders; 

The successful bidder for the sell-off oil shall be the 
responsible bidder making a commitment to pay the price 
specified in the sell-off contract. In the event that 2 
or more responsible bidders make identical commitments 
to pay the contract price, the successful bidder for the 
sell-off oil shall be determined by lot from among all 
those responsible bidders ,making such identical commitments. 

Powerine Oil. Company, the present purchaser, will be given 
15 days in which to meet the offer of the successful bidder. 
If Powerine elects to meet this offer, that is, to pay 
ceiling price on price controlled oil until. June I, 1979, 
and pay the LBOD contract price for uncontrolled oil daring 
this period, the 87. portion of the crude oil must continue 
to be delivered to Powerine by virtue of tne crude oil 
supp)ier/purehaser rule of the Department of Energy. 

9. RM21211111itY: 

Each bidder shall submit evidence of his ability to take 
the crude oil and 5hali also file a financial statement. 
The findings of the City Manager of Long Beach and the 
State Lands Commission as 'to these factors will be final. 
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10. Rplpction of Bids: 

The right to reject any and all bids will be reserved by 
the City of Long Beach and the State Lands Commission. 
The bid notices are on file in the State LandS Commission 
office. 

Bids receiy,od will be analyzed by 6d City of Long teach 
and the Commission's staff and will be presented to the 
Commission for approvai 'before adoeptance. It is expected 
that oil will be sold under the proposed soli-off contract 
commenting qvroximately Sep•embek 1, 108. 

IT IS RECOMMENDED THAT 	COMKISSTON PURSUANT TO SECTION 
10011, CHAPTER 29, STATUTES Or 19”,, 1ST 	AP ROVE 
THE .spiEci-FIcATIONs AND FORMS FOR THE NOTICE INVITING BIDS, 
TUE BID AND THE CRUDE, OIL SALES CONTRACT FOR THE SALE OF 
8% OF 'pit mot OIL 'FROM' THE LONG BEACH ;HARBOR DEPARTMENT 
TIDELANDS 'PARCEL, E;ITY OF LONG BEACH, WILMINGTON OIL FIELM, 
LOS ANGELES COU1qTY, 
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