
Minutes of the meeting pf the 
State Lards ComMission 
Sacramento, California 

August 8, 1978 

Comaissioners Present4 
SidMcCausland, Deputy Director of Finance, 
Alternate for CoMmissioner Roy M. Bell, Director 
of Finance 

Betty Jo Smith, Stafx Co inset, Alternate for 
Commissioner TqL.:::-:ynN. Dymaljyi Lieutenant GoVernor 
John Jervis, tepreSenting Kenneth Cory, Chairman 
Did Not 'Vote 

Staff Members, in Attendance: 
WilliaM Y. Northrop, Executive Officer 
W. M. Thompson, Chief, Extractive Development-- 
Long Beach Operations 
Jack Rump, Staff Counsel 
Michael: Crow, Staff Counsel 
Diane Jones, Secretary 

Re.atsenting the ,Dffice of the Attorny General: 
N. Gregory Taylor, ASsistant Attorney Ceneral 
Alan Hager, Deputy AttorAey General 



Mr. Hager stated a financial statement was submitted by 
PetrleUm Energy Distribution and they are now in the process 
of obtaining a letter of credit from United California Bank. 
(A letter of credit is required before the contract commences.) 
Mr. Hager explained that if Petroleum Distribution does not 
have an adequate financial statement, the staff would come back 
to the CoMmissicl with the next bid. It was noted that two other 
bidders had submitted financial statements. 

Ms. Betty Jo Smith asked if the staff imci heard from Poweri,ne 
Oil Company, the present contractor. Mr. Hager stated it is 
staff' s intention to notify Powerine as soon as staff is assured. 
they have a •bonafide offer for the subjer,t crude oil sales contract. 

Mk. William F. Northrop, Executive Officer, submitted for the 
record a letter Attadhed as Exhibit I, dated August 3, 2:978, 
from Homer Spencer, Senior Vie Tresident. /  CommonWealth Oil 
Refining Company, Inc, •to Mt- William F. Northrop advising thpt 
litigation had been filed against CORCO preventing them from 
participating in,  the bid because of the long-term contract natuLe 
of the commitment. 

After further discussion• Ms. Smith Moved and Mr. McCausland 
seconded that the recommendation as presented, in the attached 
calendar item No. 1 be approved - VOTE 2-0. 

Attachtenti Calendar Item-1 
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MEETING,  OF AUGUST 8, 1978 

The special meeting of the State Lands Commission was called to 
order by Acting Chairman Sid McCausland, representing 
Commissioner Roy M. Bell, Director of Finance, at 10:40 a.m. in 
Room 2170, State Capitol. Alpo present were COmmission,Alternates 
Betty Jo SmitI• representing ComMissoner Mervyn M. Dymally, 
Lieutenant Governor; and. John jerisr  representing Chairman 
Kenneth Cory. It is noted for the record that Mr. jerVis did  net  
vote eitinq  t4isineetla11. 

The subject of this special meeting, was to approve an award to 
the •succeSsful bidder of the •crude oil sales contract fo*+* sale 

8 percent of the crude oil allodated to the Long Beach Harbor 
Department tidelands parcel, City of Long Beach. This contract 
will not be awarded uh•l the present purchaser pf the 8 percant 
portion, of the oil, Powerine, Oil Company., has been g;,,Ven the 
opportuniti to meet and fails to meet within 15 days the pride 
offered by the successful 'bidder. 

Since eachbid received as at the ceiling price, Mr, Alan liager, 
beputy Attorney General, explained that the method of determining, 
the successful bidder was by dtawing lots-the first rot drawn 
was Petroleum Energy Distribution, 

Mir. W. M. Thompson, Chief, Extractive Development, Long Beach 
Operations, listed for the record the four bids, which were 
received; 

Petroleum Energy Distribution 
700 South Flower, Sue 
Los Angeles, CA 	90017 

Century Oil Management, Inc. 
1538 North .,7entury Bouievard 
Santa Ana, CA 92703 

McCauley Oil Company-
Box 16014 
tong Beach, CA 	9080'6 

Sunland Refining 
1017 Oorth La Cienega 
Los Angeles, CA 	90069 



Mr. Hager stated a financial statement was submitted by 
PetrleUm Energy Distribution and they are now in the process 
of obtaining a letter of credit from United California Bank. 
(A letter of credit is required before the contract commences.) 
Mr. Hager explained that if Petroleum Distribution does not 
have an adequate financial statement, the staff would come back 
to the CoMmissicl with the next bid. It was noted that two other 
bidders had submitted financial statements. 

Ms. Betty Jo Smith asked if the staff imci heard from Poweri,ne 
Oil Company, the present contractor. Mr. Hager stated it is 
staff' s intention to notify Powerine as soon as staff is assured. 
they have a •bonafide offer for the subjer,t crude oil sales contract. 

Mk. William F. Northrop, Executive Officer, submitted for the 
record a letter Attadhed as Exhibit I, dated August 3, 2:978, 
from Homer Spencer, Senior Vie Tresident. /  CommonWealth Oil 
Refining Company, Inc, •to Mt- William F. Northrop advising thpt 
litigation had been filed against CORCO preventing them from 
participating in,  the bid because of the long-term contract natuLe 
of the commitment. 

After further discussion• Ms. Smith Moved and Mr. McCausland 
seconded that the recommendation as presented, in the attached 
calendar item No. 1 be approved - VOTE 2-0. 

Attachtenti Calendar Item-1 
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APPROVAL OF THE Amaa OF THE CRUDE OIL 
SALES CONTRACT FOR SALE OF 8 PERCENT OF THE 

CRUDE OIL, LONG BEACH HARBOR aEPARTMENT 
TIDELANDS PARCEL, CITY OF LONG BEACH, 

LOS ANGELES COUNT? 

At its regular meeting on July 19, 1978, the Commission 
approved specifications and forms for the notice inviting 
bids, the bid and the crude oil, sales ccntract for sale 
9f 8% of the crude oil allocated to the Long Beach Harbor 
Department Tidelands Parcel in the City of Long Beach. 
Included tn those specifications was toe requirement that 
the successful bidder for the sell-off oil shall be %he 
responsible bidder making a comMittment to pay the price 
specified in the sell-off contract. In the event that 
or more responsible bidders make identical committment; 
to pay the contract price, the successful bidder for the 
sell-ofi! oil shall be determined by lot from among all 
those responsible bidders making such identical commitMel# 

The Clty of Long Beach has sent out •notices for the bidding 
of the '85', portion •.117 crude oil allocated to Long Beach 
Harbor Department Tidelands Parcel. Bids were requested 
to be returned for opening by the City on AUgust 4, 1978. 

The Commission's staff will report on the results of that 
bidding, and in cooperation with the City o1 Long Beach 
will make a recommenciation to the Commission relative to 
award of the contract to a successful bidder. 

In accordance with Section,  10(a) of Chapter 29, Statutes 
of 1956, 1st E.S., future contracts between the City of 
Long Beach and any other person, relating to the taking 
of oil from the Long Beach tidelands shall he of no effect 
unless and until approved by the Szate Lands Commission. 
The contract that the City proposes to award to the successful 
biooer is attached as ExhAbit "A". 

h accordance with the crude oq. supplier/purchaser rule 
of the Federal Department of Energy, Powerine Oil Company, 
the present duichaser, will be given 15 clays in Which to 
meet the o_ter of the successful bidder, If Powerine elects 
to meet this offer, which would be to pay ceiling price 
on price cont.rolled oil. until jJne 1, 1979, and pay the 
LBOD cAtract price for uncontrolled oil during this poriod, 
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the 8% portion of the crude oq, must continue to be delivered 
to Powerine by virtue of the crude oil supplier/ purchaser 
:rule. If Powerine does not elect to meet the cffer, de.livoxy 
1.8 expected to commence to the successful bidder on or 
about September I, 3978, 

rT IS RECOMMENDED THAT THE COMMSSION, ACTING PURSUANT 
TO SECTION 10'(a) OF CHAPTER 29, STATUTES OF 056 1ST, 
E.S., AppRovE THE PROPOSED CONTRACT FOR THE SALE OF THE 
n PORTION OF THE OIL AtLOCATED TO 1HE LONG BEACH HARBOR 
DEPARTMENT TIDELANDS PARCEL, WHICH CONTRACT IS ATTACHED 
Immo AS EXHIBIT "A°, AND APPROVE THE AWARDING OF THAT 
CONTRACT BY THE CITY OF LONG BEACH TO TH4 SUCCESSFUL BIDDER 
RECO*ENDED 	THE CITY AND THE COMMISSION1$ STAFF1  PROVIDED 
THAT ,`V 1I CONTRACT SHALI, NOT BE AWARDED ONTII., THE PRESENT 
PURCHASER a HE n PORTION OF THE OIL HAS BPEN CIVEN THE 
OPPORTUNITY TOOEET AND TAMS TO MEET WTH14 15 DAYS THE 
pitICE OFF tRtb BY THE SUCCESSFUL BIDDER 



EATiirt "A" 

PETROLEUM,  ENERG't DISTRIBUTION 
700 SOUTH FLOWER SUITE 1220 
WS ANGELES, CALIFORNIA 90017 

• 

cit of L^ng BeaCh,  
333 West ftean Boulev't#d Plaza Level 
Long, Beech, Ce4fOinie 90802 

AttentioA; Oft,,;:eirf the pity. Cler!N 

,Rev, Crude Oil Sales,,, City Of Lor4Beech Harbor Departillent Tidelands 
PeiCel 'S01 Off  -Oil ( a Indethent ),of:August ,4/  197B 

A4aChed hereto' is the properly 	Out,. exocutad Rid ftii: the 
*aye: eferehoed CtUde, Oil along,:tath eor "Geed-eitr Cashiers check 

104137241in,the:embUnt of pAADDAD 0ieOn'On the Onitedlifernie 
;Bank  dated August '3- 1978y Oeyetila,  ta,theritydf Lon'g*ach4as specified 
icyy0pr *tice inVitin§lide",4 

In the' event this firtivie tne;suCcedsfull?idder, PetrelpiLEnergy 
.DistbibUtion wili.,ComPlymith,theSe terms and 'conditiOns as set out 
the Of901e, 4000)ii'S'ples:ryht:eates fuknished4, 

Dsp; Fbrd' 	' 
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FOR

.1918 01)0t 01,4 SALES' CONTRACT 

SELL-0F,t-014  

(r,pNG134x,JIARBp:bitwzrp.00,p TIDELANDS PARCEL) 

iNPOOttitJ 

'00Rpt:tufoglipY tsItTneyTION 
0,01weis;i Suite 243 

ies-Anga1es9. •eiiternia' 90011 

August 4 	 , 	19713  

Office of the City Clerk 
City of Lor.g Beach,  
333 West ac&an Blvd., Plaza Level 
Long Beach, California 96t102 

In accordar:,e with yeur "`NOTICE INVITING BIDS FOR THE 

1970 cilunt OIL SALES, ,CONTRACT (LONG BEACH HARBOR DEPARTMENT 

TIDHLANDS PARCEW SELL-OFF OIL (8% INCR.EMENT)", which bids ate 

to be submitted" to the Office of the City Clerk, City of 

Long Beach, by 10:00 o'clock A.M., on the _ph 	day 

of 	, M1922t, 	„ 	1970, w offer to c;‹cute the 

1978 'Crude Oil Sales Contract tLcmg Beach Hatbor bepattment; 

Tidelands Parcel) sell-Off 013 (t Increment). 

For all. oil ,,aut*ct tO Federal Government price 

Purchaser shall pay the MaximUm price ,petMitted by 



for tl, ,oat not subject to price cont•ols', Pittch.a:ser 

pay a ptice computed in aocOtrl'ande with '5'ection 18'.3, of 

the drilling and OPeeating, Ce?1#ract: {;Long' Beach ilarbor 

beparti!ient 41.de,:tand:s Parcel)'.; dated klatch 21, 1964, .ant." which' 

t4eCtion 184 	incotporated,here4.n by reference,  thereto. 

The price 'frit all oil shal,I 	computed to the' clOSest 

tknti-L,plt each dpgrep of API ,gravity and the oloseSt tenth r,,f 

cOr ,Lo*r 1?a“-;e1-' 

Encllckse kerekyith is our ,c,e.rtified, ,p.r.  'cashier's 'd1;iec}< 

ot twentY .p§ur t.q.louan4 tiotlakSA 4-400.4 o) 

Payable 	the City of Long BeaCh, which iS,•deliVered as a 

depoSit as evidence of our good faith, an subject to' all terns 

and conditions relating to such deposit as set, forth in the 

"W?ItICE itisr&J;thG 	F'OR THE 4.78 `CRUDE OIL 'SALES 0,QWRRACT 

(LOtIG 13.4ACH HARBOR REPARtMIT TtpEzANps 'PARCEL) SELLOFF 'OIL 

(8 tzlep.Emosi) 

PETROLEUM ENE fIGY DiSTR'180TION 
E;IaiAritRE- 	, 

Fdrd 
BUSINESS APPI.IF.S.9  700 south  Flower  Suite 1220 

Andele4 CaIirorriia 90017 
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Northrop 
E:xecutive Offipet 
California State 'ands, 

laQ7 1.3th. Street 
Sacramento, California, 

teat Mr. Nerthrop: 

On August 2;, YOVpxxori, Mobil apd !',?eaco jointly filed 
suit in Federal Dlg.trict Coutt agpinpt the TepartMent'Of .;11ergy's 
Order, dated July 204  197•, Whereby ComMonweaith Oil was granted 
Certain interim entitlement rtlief for purchaseand SubSequent 
shipment of heavy Caktfornia prude ,oil to its refining faCilitieS 
in Puettp 	CoMMonwealth Oil had; fully intended to partici- 
pa• e in the State of CalifornialtApguat 4• 197T crude oil bid, 
'but this, litigatiop'hap contraVened our intentions .• While,  Common-
'wealth fully OpeCtS the Department of Energy to prevail in de 
fending this lawsuit and, thence4, continue their acknowledged 
policy of encouraging. Ciifcrnia heavy ctudebrouction, at the 
moment, we are precluded, .from rem partiaipating 	the bid because 
of the long tei* contract nature of the coMmitment. 

However, we 'wish to thank yo• very irpch for your continuing 
assistance and request that you send information as it bodomeS 
available on any subsequent Statt of California crude oil bids. 
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