STATE OF CALIFORNIA

Minutes of the meeting of the
State Lands Commission
Sacramento, talifornia

August &, 1978

APPEARANCES

comaissioners Present:

3id McCausland, Deputy Directox of PFinance,
Alternate for Cofmissioner Roy M. Beil, Director
of Finance ‘

Betty Jo Smith; Stafx counsel, Alterhate for
Cconmissioner mervyn M pymally: Lieutenant Governor

John Jervis, representing Kenneth Cory, Chairman -~
Did Not 'Vote

staff Memkers_ in Attehdance:
William F. Nortnrop, Executive Officer
W. M. Thompson, Chief, Bxtractive Development--
Long Beach Operations
Jack Rump, gtaff Counsel
Michael Crow, Staff Counsel
Diane Jones, Secretary

Representing the Office of the Aktorney General:
N. Gregory Taylox, Assrstant Acttorney Ceneral
Alan Hager, Deputy Attoruey General
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Mr. Hager stated a financial staterent was submitted by
Petroleum Energy pistribution and they ave now in the Process

of obtaining a lettex of credit from United califoxnia Bank.

(A letter aof credit is reguived before the contract commenees.)
Mr. Hager explained +hat if Petroleum pistribution does ot

have an adequate fipnancial statement, the staff would come back
to the Commissic) with the next bid. It was noted that two othen
bidders had submitted financial statements.

Ms. Betty Jo Smith asked if the staff-hmdvheardhfrom Powerine
0il Company, the present contrackor. Mr. Hagexr stated it is
gtaff's intention to notify Powerine as soon as gtaff is assured

they have a bonafide offer for ihe subject ¢rude oil sales cdntract.

Mr. William F. Northrop. Executive Officer, submitted for the
record a letter attached as Exhibit 1, dated August 3, Y978,
from Homer Spencer, Seniox vice Preésident, commonwealth 0il
Refining Company. Tney to Mf. William F. Norithiop advising thet

1itiga%iou.had“begnwfiLaduagainst Qoncoigreventihg them from

participating in the bid because of the long-term contract natuie
of the cozmitment. o

After further Jiscussion; Ms. Smith fioved and Mr. MeCausland
seconded that the ﬁegommen&ation as,p;esented\in the attached
cailendar item NO. 1 be approved - VOTE 2=0.

Attachment: Calendar Itém L
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the special meeking of the State Lands
order by Acting Chairman
commissioner Roy M. Bell,
Room 2170, State Capitol.
Betty Jo smith,
Lieutenant Governor;
Kenneth Coxy.

.

representing Commissioner Mervyn

Tt is noted for the record that Mr.

COMMIYS ION
1978

commission was cdlled to

5id McCausland, representing
Diractor of Finance,
Also present were Comm

at 10:40 am. in

M. Dymally,

and. John Jervis, representing Chdirman
Jerivig did not

vote during this meeting.

The subject of
the smcaesszful bidder of the crude oill

05 8 percent of the crude 0il allocéated to the Lon
city of Long Beach.

Department tidelands parcel,

this special meetixg was to approve

an award o
sales contract £ox sale
g Beach Harbor
This contract

will not he .dwarded uh il the present purchaser of the B peércant

portion of the oil, Poweriné Oil Company.,

opportunity
cffered by

fince -each bid réceived .as at the
Deputy Attorney

General, explained that t

has béen given theée

to meet and fails to meet within 15 days the price
the‘successful'bidder;

ceiling price, Mr, Alan Hager,
he method of determining

the successful bidder was by drawing lots-~the first lot drawn

was Petfoleum Energy Distribution.

Mr. W. M. Thompscn, Chief, Extractive Development, T.ong Beach
operations, listed for the récord the four bids which were

received:

Petroleum Enexgy Distribyiion
700 South Flower, Suf+e 1220

Las Angeles, CA

90017

Century 0il Management; Inc.
1538 North Jentury Beulevard

Santa Ana, CA

McCauley Oil Company

Box 16014
Long Beach, CA

sunland Refining

92702

90806

1017 North La Cienega

Los Angeles, CA

90069

ission-plternates



Mr. Hager stated a financial staterent was submitted by
Petroleum Energy pistribution and they ave now in the Process

of obtaining a lettex of credit from United califoxnia Bank.

(A letter aof credit is reguived before the contract commenees.)
Mr. Hager explained +hat if Petroleum pistribution does ot

have an adequate fipnancial statement, the staff would come back
to the Commissic) with the next bid. It was noted that two othen
bidders had submitted financial statements.

Ms. Betty Jo Smith asked if the staff-hmdvheardhfrom Powerine
0il Company, the present contrackor. Mr. Hagexr stated it is
gtaff's intention to notify Powerine as soon as gtaff is assured

they have a bonafide offer for ihe subject ¢rude oil sales cdntract.

Mr. William F. Northrop. Executive Officer, submitted for the
record a letter attached as Exhibit 1, dated August 3, Y978,
from Homer Spencer, Seniox vice Preésident, commonwealth 0il
Refining Company. Tney to Mf. William F. Norithiop advising thet

1itiga%iou.had“begnwfiLaduagainst Qoncoigreventihg them from

participating in the bid because of the long-term contract natuie
of the cozmitment. o

After further Jiscussion; Ms. Smith fioved and Mr. MeCausland
seconded that the ﬁegommen&ation as,p;esented\in the attached
cailendar item NO. 1 be approved - VOTE 2=0.

Attachment: Calendar Itém L




CALENDAR ITEM
3/78
1 Thompson

o o

APPROVAL OF THE AWARD OF THE CRUDE OlL
SALES CONTRACT FOR 'SALE OF 8 PERCENT OF THE
CRUDE OIL, LONG BIACH HARBOR EPARTMENT
TIDELANDS PARCEL, GITY OF LONG BEACH,
LOS ANGELES COUNTY

At iks regular meeting on July 19, 1978, the Commission
approved specitfications and forms for the notice inviting
bids, the hid and the crude oil sales ccntiact for sale
of 8% of the srude oil allocated to the Long Beach Harbor
Department Tidelands Parcel in the City of Long Beach.
Tacluded in thoge specifiications was the requirement that
the success{y] bidder fox the sell-off oil shall be the
responsible bidder making a commiittment: Lo pay the price
specified in the sell-off contract. Inm the event that .

ot more responsible biddexs make identical committments

to pay the contraet price, the successful bidder fox the
cell-pi# oil shall be determined by lot from among all
those tespwnsible bidders making such identical commitment

The City of Long Beach has sent out notices for the bidding
of the 8% portion of crude oil allocated to Long Beach
Yarber Department Tidelands Parcel. Bids were requested

to be returned for apening by the City on August 4, 1978,

‘the Commission's staff will report on the results of chat
bidding, and kn cooperation with the City of Loug Beach
will make a recommerciation to the Commission velative €
awayd of the conlract ta a successful bidder.

In accordanse with Section 10(a) of Chapter 29, Statutes

of 1956, ist E.S5., future contracts between the City of

Long Beach and any other pevson, relating Lo the toking

of o041 From the Long Beuch tidelands shall be of no eftect
unless and until approvad by the Scate Lands Commission.

The contract that the Ciry proposes to award to the successful
bidaer is attached as Exhihit MA'".

Ir. accordance with the crude oil supplier/purchaser rule

of the Federal Department of Energy, Powerine 0il Company,
the present puithaser, will be given 15 days In which to
meet the ¢ ter of the successful bidder, 1f Powering elects
ta meet this offer, which would be Lo pay ceiling price

on price cencrolled ofl until Sane 1, 1979, apd pay the
LBOD contract price for uncontvolled oil during this period,




CALENDAR TTEM (cowr'D.)

the 8% portion of the cride o'l wust continue to be delivered
to Powerine by virtue of the crnde oil sunplier/ purchaser
rule. LE Powerine does not elect to meet the cffer, delivexry
is expected to commence to the successful bidder on or

about September 1, 1978,

¥T 1S RECOMMENDED THAT THE COMMTSSION, ACTING PURSUANT

70 SECTION 10(a) OF CHAPTER 29, STAJUTES OF 195€ 15T,
E.S., APPROVE THE PROPOSED CONTRACT FOR THE ShLE OF THE

5% PORTION ‘OF THE OIl ALLOCATED 10 1HE LONG BEACK HARBOR

S PPARTMENT TIDELANDS PARCEL, WHIGH CONTRACT 1S ATTACHED
HERETO AS EXHIBLT “A", AND APPROVE THE AWARDING OF THAT
CONTRACT BY THE GITY OF LONG BEACH TO TH: SUCCESSFUL BIDDER
RECOMMENDED BY THE CITY AND THE COMMISSTON'S STAPT, PROVIDED
THAT THIS CONIRACT SHALL NGT BE AWARDED UNTIL THE PRESENT
PURCHASER OF THE 87 PORTION OF THE OLL HAS BFEN GIVEN THE
OPPORTUNITY TO MEET AND FALLS TG MEET WITHIN 15 DAYS THE
PRICE OFFERED BY THE SUCCESSFUL BIDDER.




E)&HIBLT "A"

PFTRQLEUN ENERGY DISTRIBUTIUN
‘D SVUTH FLDMER qUITE 1220
108 ANGELES, CALIFDRN’ﬁ 9001?‘

Auguat 4, 1976

]

City of Léng Beach. ‘
333 West Otbac Boulevadd Plaza Level
,Long Beachy C Saliforniu 30802

Attentic OﬁﬂM:eAéfAﬁhﬁ City Glask

Ras Crude Uil aales,,city 6f Long Beach Harbor Departmen& Tldelands
 pareel Se)l DfF 0id { 8% Tncrement ) of August é, 1978

Gantlo ens

Attached Kereto is the properly 11168 out; executed Ald fof the
ébave re.a;ensed cruJe oil along-w‘%" aur "Goad Faxhh"~£aohiers hack
Now 10413?24 ‘in. the. amount of 3?A 00000 draur an the Uﬂlu&d C4 foornla

Bank uaved August 3 1978'payahla tc theJC‘ty 8% Iung 8each .28 specmfled

Ak 4
< g

1n*your "ﬁoficr Invit Ling ‘Bids™

In the event this fir ~is, the: sudcessful ‘bidder, Petrolest EnRexgy
\D<str1buf¢cn will'ccnply with those terms and conditigns ds set out in
‘tha ﬁample‘CrUdb 0il Sales Cun tract as fybnished,, ‘

-

‘ ‘ Vers truly yours y:

PETROUEUM ENERGY OXSTRIBUTTGV
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BID
FOR THE

978 CRUDE O1% SALES CONTRACT

ELL~orF OTL
(LONG BEACH: HARBOR: DEPRRTHENT TIDELANDS PARCEL)

W&% XVCREME‘T)

PETROLEUM ENERGY DIS STRIBUTIOR
?UB Snuth Flouwer; Suite 1220
Los nn92¢es, Ealeqrnla 9001?
August d

Orfice of the city fletk
City of Lorg Beach
a3y Wost Qcéan Blvd Plaza LeveX

bty

Long Beachi, fallfOEhla 50802

In gccdrdai ve with your "NOLICE INVITING BIDS FOR THE
1978 CRUDE OIL SALES CONTRACT (LONG BEACH HARBOR DEPARTMENT
TLDELANDS PARCELY SELL-OFF O3L (8% INCRB&DN )"; Wchh bids are
to ibe submitted to the office of the City Clerk, City of
Long Beach, by 10:00 o'clock A.M.; on the thh day

£ . huqust o 1978, we offer to axacute the

1978 Crude ‘0il Sales Contracu {Leng Beach Haxbor Depar tment
ridelande Parcel) 5ell-Off 0il (8% Increment).
‘Por all oil mubjectk to Fe deral Covernment price controls,

purchager shall pay the max i num ptice.pérmfttud b law. ‘
1294
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+ For all oil not subject to price con RELOLS, purchaser
shall pay a price computed in accordance Qithlﬁectiqn 18.3 of
the Drllllng ana Operating ContracL {Long Beach darhor

ﬁepartmgnk pidetands Parcell), dated Ma:ch 21, 1954, . ané which'

Gachion 18.3 xoulnco:nozatedahenein by xgﬁérencevtheneto.

Thé'@ﬁiﬁ&’fdt all oiX s shall be‘ omputed to the closest

tenthmof each degree of ApI gravity and £he qlqsesﬁvteﬁth‘gﬁ

.

‘vg‘cent per balrcl.
Eﬁc&pééd'harewith is our'certﬂfxed%or‘cashier’$~cnégk
.the amount of Twenty Four ‘Thoui and Dol;are 824, 000,00) »

payable to the City of Long Redciy, whigp isnaeliVenea as a

a. 90802

0

deposit as evidence of our good fa;bh« and subject to all cerms ff -

tifer

and conditions relating to su¢h deposit as set forth in the

h, Ca

-
<

"NORICE INVITING BIDS FOR ‘THE 1978 CRUDE OTL SALES CONTRACT

Bea

ong’

(LONG ? ACH‘HAP?OR DEBARTMENT TID;EANDS PARCEL) SELL-OFF OIL

L

J

(8% gucaaaapm)*;

ETROL%UN ENERGY D1STRIBUTION
IGNATURE 3 N

3.0 fard
BLSI"IESJS ADDRFSC‘ 200 South F"[gmer:,
Los Angeles, Californi
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HOMER L. SPENCER
e ot

S T I ERIRAES
August 3. 1978

+ oM. William F. Northrop
skacutivg officexr
Cakifornia state Lands
Commission

v

1807 13th Street

%

.. Sacrémento, California 95814

"bear Mr, Northrop:

on August 2, 7878 Exxor, MObIl and Texaco jointly filed
suit in Federal Dazrrict Court against @he‘Depaxtmgnt'¢f Energy's
order, dated July 20, 1978, whereby comronwealth Oil was granted
certain interim entitiément relief forzpurchase-and,éub$équenk
shipment of heawy California crude oil to its reﬁinihg,faéilitie$
in Puerto Ricos Commonwealth 0il had fully intended to partici~
pate in the State of‘Caliernia‘s‘August 4, 1878 crude oil bid,
‘put thisg litigation'has»cqnthaVened our jntentions. While Common-
‘wealth fully expects the pepartment Qf.Energy*to.prévaiL in de=
fending this lawsuit and, ghénceilcontinue their acknowledged
policy of‘encouragigg.célitornia heavy. crude5bno§uction, at the
momént, we are precluded from participating i the bid berause

of the long taefy contrack nature of the commitment.

)

However, we vish to thank you yexy much for your continuing
assistance and request that you send information as it becomes
vailable on any subseguent gtdte of California crude oil bids.

Lours trulyy

Aﬁz;wL&A = .<$0L25€/ﬂ
Bomer L. Spancel
Senior Vige Priégident
HLS/miw
R CEIVED
AUG. 71978
b IATE LINGS GUIK,

P A N T A T LRI B L] B L 2
* L] »

P . B 2 U




	Minutes
	080878C01



