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Hon. Aian Cranston, Controller | L L
Regvesenting Hon. Glenn M, Anderson3 Lleatenant Governnx:
Mr, Alan Sieroty, Executive Secretary
Mr, Douglas Eaker, Admlnastratlve Assistant

11 o Mr. Fa Jm»Hortig, Executive;foicax~
12| CFFICE OF THE ATTORNEY GENERAL:

| 'x‘15 ,1; o Mx# Howard S* Geldln, A551stant Attorney General

“*'14ﬂ]‘SENATh PERMANENT FAGTFINDING COMMITTEE ON NATURAL RESQURCES : 3

18| ] ¢‘ Senatar V1rg¢1 O‘ ulllvan |
16| CITY OF LONG BEACH:

TR  Mr. J. Ce Spance, Jx,, Assmstant Clty Attorney

o Mr. M. D. Hughes, Director of Petroleum and &ubé;dénﬂaa
18t Control  Operations, Long Beach Harbor Deparitment
| |  Mre Wa A, Smith, Assistant Chief ?etroleum Englnaer,‘“
19} | Long Beach Harbor Department
Mze Harold A. Lingle, Dcputy City ALtornay
20
i LNﬂUSTRY RFPRESENTATIVES‘ |
- o
&l, | Mr . Wmlliam Re Gardner Humble Oil and Refxnmng Cos |
292 , - Mr. J, Barton Huich ins, Pauley ?eiroleum; Ine.
23 R |
24| NOTE s THIS TYPED TRANSCRIPT INCLUDES ONLY CALENDAR
ITFMS TWO AND THREE. CALENDAR ITEM ONE HAS BEEN
2g | REPRODUCED SlPARATTLY IN MIMEQGRAPHED FORM, |
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‘3 o Approval of amended deed ccnvejzng State’s

‘reversicnary interest in certain parcels

as part of settlement in UsSs v Anahcr, et al
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ment for the ﬁamm1331mn at thms txme&<

,-stancaﬁa

| and the relatlﬂnahlp of the Lands Commlssian and tidelands

,:and so 1 have a written statement on the subjectw

}ng‘matterrconcernlng the Long Beach Internatmonal Exposatlon'

8

'is or has been before the Lands Commission for official con-

ﬂﬁmmlSwlOH that premature reliance was bemng plaeed upun a

financing plan epen to major lepal cbjactmons and subject to

| MR* GHAMPION*; The meetlﬁg W111 pleaae cmm& ta
Lleutenant Governor Anderson 15 absent on a Lflp to
the ?ax E&Stw Bld I see.Mx; Ba&er here a mlnute 3007 |
Baker Will slt w*th the Gomm;ssxon Wlthout a votaq‘ |
"We have hefcre us three ltems on the calendar, but
beﬁore we bagxn that calendar Fr; ranskan has heen 1ook1ng
into anather matter fsr the Camm ssion and wil 1‘make;aistatem
Mgﬁ LﬁANST@N" Thxs statement is in regard to the

Lovg Beach Fair, This fair could be a great eaonamlc and

1| cultural asset’ to the State of Callfcrnla under proper circum-

There is a large degree of confusmmn abaut the.falr

011 in fmnanclng this faix, and tberefore at thls txma 1t
would seem amproprxate to clear the air a blt on this matﬁer

i

I bclleve it should be noted fnr the recard that

sideration or action,

‘DPespite the reﬁeatedly expressed concern of the

possible disapproval by the Commission om other grounds, the |
Exposition’s management has apparently continued to act on

the assumption of evantual approval without ever making a

OFIMGE OF ADMINIY /RATIVE PROGEDURE, SYATE OF SALIPOANIA




“hiﬁffmn&s fer Lhese purpﬁsas%,_

‘.Wh’aarﬁ ﬁ@W"Puttxmg fi § ff$j

- -“(/A . .

,,@ﬁ these mat era, Whathew they’are brﬂughu te

»'“Fihls apxn&mn an ﬁhe &ﬁgalxty of any @xeposal tﬂ use tld@;andaf, ”* 

&4’1,» o

?h@ legal quEStlﬁm is n@t thﬁ 031? Peﬁgmble ba&mﬁ S

f> ﬂTﬁﬁr disaﬁﬁfeval %y tﬂa Lands ﬂammmsszeuy\hwwevawm Lﬂﬁavmrabla ”2

“zand unvemmfmad repaxts have been reanhmne omr ears fer @amu

e

;weeks amnaernimg th@ eﬁexati@n an& flnanmmai aﬁni&tlan of ﬁhF f‘

:aﬁ7§rﬁp03ed’ﬁamld‘s ?ai1¢~ Ye have he&rd starla& ﬁh&t manﬁgament"

;‘ragreaantatives, or inﬂmv&dmals aliegadly spaakmng fox m@nagm

‘”735_fmanta have im?liad ?h%t.ﬁﬁli$$lQn.&PPfﬁval of Whatﬁvgx pianff ”

'”%fis ultimamaly aubmztteﬂ by the ?amm is a @artamnty@‘ Qhat mﬁ‘
ff{far £ﬁ0m ?hﬁ truth§ o R “ =.1” T

e
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rffgus afiiaially or mat we ﬁava asked tb@ &tt&rnﬁy Genaral ﬁor    1




| Gutslde the area oE unvgrlfxed reports,there 13
“ﬁf the factual ana1j51s by the Clty'AuditDr of Long Eeach of the: ﬁb
11 ?Fa1r management s beokkeepmng methods and. procsdureswi Thlgf .
},éirepcrt reveals certaxn hlghly unsatlsfactmrv condltlons and
'515 of deep conc&xn to us. ; |

1 have made thms statemeﬁt in order £o clarlfy the_

i,

‘present smtuatlon and to serve publlc notice that thlS Lammls
sion has not only notkappraved~m~ elther\formally or 1nt0rma1«ygm;

any financing plans of the Long Beach International Expositio

-

¥

i

| but that 1t feels there are eritically important questlnn%,c
:llegalliy, managem@nt an publlc p@llﬁy yet to be anSWereda)
MR, CHAMPION: Senatar 0! 'Sullivan is slttlng with
us here today by invitatlun* As you knOW¢:there was a Senate
subcommitteé'establiShed during the last session to look intol
" the whole problem of new tldelands 1ea31ng, also the related
;:questionAof the replacement of the present LﬁBmOng cantractﬁ
Senator O*Sulllvan,ls sitting with us today 1n£ormally to
~ partlclpate in the discussion of the$e matters.
Is there anyone here from Long Beach who wauld like
to ask any questions on this statement by the Gommislmn on

this Intexnaticnai'Expoaitien at Long Beach, or would like tof

‘make any comment on it? T \ | : »K'
23| . MR. SPENCE: I believe not, Mr, Chairman.
7  24 o MR, CHAMPLON: ALl right. I believe in order to

?wfff 25| expedite the discussion this morning, I think we will take up

| 26 ' the other two items ==~ which T think will be very brief

L GFFIGE D ADMINISTRATIVE PROCEDURE, GTATE OF SALIFORNIA
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with regard to Us s, versus Anchor,
ijfull discuﬁsmanvcn the Long Beach matterﬁ
et MR,. HORTIG:

7 on page 4 of the Gammzssianers

Cin reférred to are belng distr&buted to ycu by Mr.- Kreft

”there are numerous axhiblts 1n connection wath the other

© @ | e o oR W W

,‘,agenaa items and we felt it desixable t@ keep them separated

e g
FOR T

~Le&1s1ature under Chapter 1847 of the Statutes of 1963, whickh

versus Anahcr 011 Cempan . et al certaxn documents have had

Eo‘you wanﬁ to %ake rhose up”

4::ua::a:‘enﬂ::!.:;ngt This method of pmesentatlon was adapted because

LQK matters of clarltym

Tn.essence, pursuant to the authorlzatlon by thw

ﬂﬁhﬂfla&d a settiement of the casw Unlted &tates of Amerla

p

- of America in the compromise of this litigatiom,

stipulations one and two respectively: One, for judgment of

to be Filed,” the area to be condemmed to be part of the ares

tm b@ prepared in connection WLth.or preliminary to pxesenta~
tlan,to the court, at whlch tlme a dismissal with prejudice

of thls actlon is to be recemvrd as against the United States
The documents consist of stipulations as noted -~

settlement between plaintifi and defendants; and, two, for

"Judguent: Vesting Tltle in that Certain Condemnation Action

required by the United States Navy in comnnection with the

Us 84 Naval Shipyard, and the acquisition of these parcels

for & nominal value, being reflected as a real value in the

hen WL Wlll proaead W;thr

M?* Chairmdﬁx On Item 2 startxﬁﬂf

aalendars, %he exhlblts thereﬁ‘_ f

QFFIOK O ADMINIBTRATIVE PROGEDUIE, BTATE CF CALIFORNIA
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_settlement of the Anchox litigation and as part ot the stipu-|

lation for dlsmlasal of Anchar 11t1gat10nﬁ

These stlpulations have been approved by and actum

ally prepared by the Office of the Att&rney General as a

: 7 settlement of the”aetlnmm~ HGWﬂver, various cowdefandants

that is private defendants, in the matter have insisted on

| the‘acceptamCﬁ,ofwthese documents by the Lands Cdmmission |

 pver and above the preparation and approval cﬁithelstipulatia

by the Attorney General.

A full set of the settlement documents, including

‘the‘prepﬂsed,judgmeﬁt of settlement and the proposed complain

and judﬁment'vesting title in the condemnation acticﬁ, have

- just beea delxvered to you genLlemen and/hava boen revxewed
by the staft of the Lands Dmvmslon» Both the Attofney Gener~
‘_)al‘* folce 8nd the Gommlsslan.sLa%f AdVlSE the settlement

documents are in campllance thh.the settlemc&t authormzed byl

Ghapter 1847 of the Statutes of 1963,

| In aﬂdltlan, the Same statutas authorlze the Clty
oE hong Beach to withhold the sum of §1,200,000 fram 0il and
dry gas revenues otherwise due and to become due to the"
State, and ta remit this amount to the Unmited States as the
State's share of the settlement. The Gity’ha$,asked the
Commissioh for authorization for the release of so much of
the money accumulatad ta September 3@ 1963 and the bmlanae
of any moneys owing te be rewitted from revenues which wmll

be accumulated in Qotober 1963,

s

(&%
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| - On Lhese bases, 1t is reaommendmd that Lhe ucmmls~" :
C s10n approve the form.aad content mf each Qf the Anwhaf 5'& -
?;settlement danuments, 1n¢1ud1ng Lhe aﬁarementloned stmpu a5
tions and agre&ment, to be sbgned by the Attorney ﬁeneraT 1n» 
’eﬁfectuatxng a qettlememt offthe Anckor wase*iandﬁ in con~ |
'Eormlty with the tatutes of 1963 Gha@ter 1847, the Clty af
Long Beach be authorized to remit ferthwmfh to the United

~‘St&t95 oil and dry gas revenues from tide and Submerged landd

~due to the Btate on Septembér 30, 1963 and that sald Eltj

-f 10' be further authorizad to deduct from smmllar funds due to |
foll.f the State for the succeedin ng month“ {ths Was a bypagraphicil‘
i'lzvp e£ror and Ymonth' was substituted in the copy before you) and
 ‘13 remlt to the dnlted States on chember 1 1963 the balance

14 cf any‘moneys owmng to rhe Un tates by the Siate umder

i?Alﬁh ~sa1d Anchor sattlemente- | | | |
;116 R T MR* CHAMPlGN‘ ﬂww, all of thFSP dccuments enwlrelv'\
17 ‘~c¢1£0xm to the settlement that the CommA531ou pravxously |
} L18 agreed to by rasolut10n7’

| 19 S | ME., hﬂPTI&; And to ﬁhe sLatut@ wvhich flnallv
20| authorized the settlement,

RL | o - MR, GHAMPIQN,' Bﬁrimg’thé‘63‘sessimn Qf'th@ 7
a2z Lagmslaturaﬁ " - S

25| VR, GOLDIN: That is right, sit,

24 | MB.» HDR$1G§' That'xs right. | |
25 MR, CRANSTON: Noting the amendment correatiﬂgk

2a | that error, I move approval of the staff recommendation.

i

! o
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MﬁekﬂHAMPIQMw if thaﬁe is ne furfhar camméﬁt.or

| Vj questlon, the resclutxon stands app«avea unanimcusly.,

Bo you want to take ‘up the thlrd 1*em?

MR, HGREZG* Calendar Item 3 appears o page 6 and B

exhiblts theﬁeto'ﬁill be dellvered to you geﬂtlemen agalnﬁ~

Askthé;ﬁommissionexs W111 recall, on. Sep tembex 16 1963 the

Commission approved the. form and content of two,deeds_conveY'
ing the State’s reversionary interest in certain garcélS cf};
tide and’submerged lands to the United States as part of thei

‘gsettlement of that same Anchor cases

These deeds had been revm&wed by counsel Eor the
United States =~ at least saec1al counsel at Los Angeles had

1nd1cated satlsfactlon with them leOr to their presentdtlnn

C to the Gomm1551ons' In subsequent revxew by hlghpr autharvky'

‘ln the United SL?taS Department of Justice, 1t was felt

graph in one of the,deedsa ~It‘19’the~paragrqph which relate

‘to Parcél,ﬁ“and’?arcél‘ﬂ is defined therein in practically

every sentence except one, :it is the desire of the United
States that this be amended to 1nc1ud9 in that onc,sentence
the addltlwnal words “to Parcel U," It is not felt that
there is any change in the form of the daed"that there
could not have been any misunderstanding, On the other hand
this will satisfy the Unitad States and, therefore, it is
recommended that the Commission by resolution approve the

amendment hereinabove requested and, as amended, the fovm

A
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,_#dalxvered tu you5 as eonformlng te the prGV151ong of Ghaptex

‘iﬂo of the amenaed deed to the chernwr in lleu of the deed '
 °h$r&to£ore approved cn September 16, 1963, te be executed by
the Governor in the manner prescrlbed by the aforementioned

statute» ; .
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of this partlcular hearing, wnlch is ihe matter of the mrxilw

=
S

@

'fparcei*__
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@ o~

‘before this meeting?

1847 Statutes of 1963, ﬁectmon 2(0), and apprcve the forwarmw

’ =ME@‘CHAMPIQN: Is there any question or comment

MRaﬁCRAEﬁEQN::»I move approvales
MR, CHAMPION: I'1l second it and it will stand

. MR. CHAMPION: Now to turn to tEE‘majbr»basinéss
1ng and operatlng contraut on,the Lonc Beach Harbmr t;delands

{ﬂaléndar‘ltem L - Brilling;aﬁd~ﬁpeféting Contract
- Long Eeacﬁ ngbo#Bepartment-riaelandsiFarcéls?y
ﬁBéard Of.HarbéryCﬁmmiSSionérs;-ﬁity of Lcng[Beach3
Wilmingten 011 Pleld =~ L;nggﬁg 19?19@'“Hw
) Discussion on this item has béenfréproduceﬁviﬁ
. mimeographed form, pages 1 through 53)
MR+ CHAMPION: is there anything further to come

- MR, CBAN&TGN; %4 1ikﬁ to ask, as a matter of

infmrmatmon, if theve is anything to report on the Rast

LEFICE OF ADMINIBTRATIVR PROCRDURE, TATR OF CALIHONNIA

,and ccntent of tha deed of aonveyance attached thereta, Just
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it adapted a pcsxtxon rxA,'*rmlng the ¢ontra¢t vhich bhe

iCmty had ormgznally presented to the Lands Gomm1351en, w1th

'the city Clerk malled to the Lands Comm13510ﬂ, s0 as far as

| T am eancerned,lt is a fixm ponmtmon~

the paper whlch.stated that cne of the reasons why the Glty

~adopt some resulut;on or somethxngm

during the pericd of negotia tion on all these contracts, been

Y
8

\’\\

MRQ LINGLE* Last ?uesday the &1ty ﬁbuncml after e

 ~1Ls 011 Commlttee had cenSLdered a]l of your suggestmans on 1

the exceytlon that they‘lmokeduW1th favor upon the 12}%;
&elioff*

MR* CHAMPIOH* Is this a4F1rm pobltmon which is now

ready to be reported to us, or is there to be further dlscus~~

smon in Long Eeach¢
MR@ LINGLE‘ Tbere was a resolutlon adopted Wthh
MR, SXEROTY' ‘Mr. Champion, there Was an artlale 1n'

COHnCll took thlS p031tmﬁn W&a they had not been farmally

aware of the State Lands Commmsszon g pasztxon@‘ If they

haven't been fnrmally aware of our positlona naybe we. shaﬂld -

MR, HORTIG: May I cmmment‘on that? The Lands
Gommm&&xan’q communlcatlan.with ﬁhe City ﬁouncll has, all
thromgh the City Atto*ney s 0ffice of the City of Long Beach.
The City Council was fully aware of all the daammentatimn and]

all the reports of the Lands Commissmmn‘thrmugg the City

ttorney's Office; but this press repyrt quotes two councilmen,

l
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SO R e

¢; who quddenly peruanally feel that pass;bly s&me ﬁt&er type
']p* mommumxcatlen channeling shauld haﬁe been ancked“ ThlS |
:ﬂywas news, I thlnk - - 1‘11 aSk Mrg LGgle - 1t was probab1}f45 
 news £o hmm.ané 1t certaznly was news to us that there was a'
,; £ae11ng nﬁ lack of LGMMBRLC&tLOR; Q Sl 'i o
“ ! MRQ LINGLE*J vaxously, I can‘t report on wha;

”ndlv1dual counaxlmen thought but the resolutlen thaL the ‘n

'Jﬁlty Counaml adapted'made no mention about thls problam*‘ It

was dLscussed and ¥ havzng been here and there élé my best-l
viglgif:to,relate;what L thaught was the Lands aGﬁ@lSSlOﬁ"svyOSitLOB 
: ff?il j'aﬁd‘éll I con say is, although there'WaS”dis¢uSsipn”at'the
ifblé.z' fme, that the resolution whlc\ they~adopted makes n0‘me“t10m
,13’_ ab0ut any channels of communlcatxona | . |
o 14:' , Mﬂh»GHAMEIﬂN: noes it providé aﬁ& reasans:for'
U‘15v  refu51ng to con51der the Lands bammlsswcn,s pOSlthﬂ in thxs
lé‘?matter? ¥ \J_ S . P
17‘ - 'MRg LINGLE: No, six, i think that-went 6n in
'f;_la . their cwnfmindgg ‘The staff ofvthe City had gone ivtb'levgthi”
L 19 ’7aonsmderatxon of your p”OpGS&lS and there was dlSGLSSlOn and,‘

(

1 reﬁommendatlons as to which of the proposals c¢ould be accommg-

O S
21 ' dated and which could nat; and when the City Csu?ﬂ%l deliberﬁﬂ~""
3’ ated on it; as was their duty, this w th@ ﬁltimaté‘outcOme,

ax | of their deliberations -= but they themselves 1ndividually

24 | did not express whatever thelr reasons may have been.

251 MR, CHAMPION: And there was no statement that

26  certain condltions were acceptable and certain others were

‘ REFHGRE O ADMINIBSTRATIVE PROSROURE, aTATE OF CALITORNIA
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';‘net in tetms of Lﬁemr final‘actién? | |
| . MR. LINGLE: Yes, there vas the one condition of
2 the 12%% selloffs : - e b
MRh CHAMPXGN’ Where do yau or the Gmty GaunCll now?
aansmder the matter rests?‘, o
MR, LINGLE: 1,donft know. | .
| CHAMPIGN' vThat would have been my answer iﬁ;
- you had ashed mes Let me make'a‘suggestion3~ifvl may, infc
regard to thevchanﬁél of communication to the Ciﬁy CQunci1'Qf
- Long Beach.. I thru it would be very useful for the Lands
11 Gommission to have an exahanaeof'viewsymw.perhapsffar us toy
‘make clear scme of the reasons for what we propgsed to do;
» pe“haps for them tc makp cleax those problems whlnh,.ln theiﬁ
- minds, ‘make 1t 1mpossmb1ek for them to accept our prﬁpasals |
elthef with the Council o ,aperhéps in the first 1nstange we‘
| might do it with the @ll and {(as Gammz.ttee if that is the
commxttee which lS conaarnad meh these mattersn_
| 1 would ba 51ad to 1nv1ta tﬁam,to'mget W1th.tha
Lands Commission for a public discussion and I think prcbabiy
the Lands ﬂemmmsbimn.would,be wxlimng to have that in Long
Beach or the Los Angeles araa, in order to dasausa fully th@
issues involved as between the two proposals.

Would you relay that invitation and See what

responue you get?

TS MR, LINGLE: Cevtainly I will.
o 2a | MR CHAMPION: Thank you very much. Anything furthi

1

_to come before the Gommission? 1f not, we stand ndgmurneﬂg
| ATRTOURNED LITH0 PO

ORRLER G ABMINIETHATIVE FROGED UK, BTATE OF SAk) RORNIA |
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k e1even pages, plus pages one through flfty“three on Calendar

Item 1 CDrllllﬁg and Gperatlng Contract Long Beach Harbor

been reproduced on stenc1ls in order to be mlmeograpaed

R R T TR T S R

~ contain a full, true and correct transcript of the shorthand |

| notes taken by‘me in the maetmng of the STATE LANDS COWMKSSIGﬁ‘:

]
=~

‘v'held in Sacramento, Callfarnla on September 30 1963

N~
-0

R
oA

v  » _ v' o

I$ LQUISE Hw LILLICQ reporter ﬁor the Office of

dm1n1Qtrat1ve Procedure, hereby certxfy that thé fcregoang

Bepartment Tidelands Parcels ~ L B@W@Gﬂ 10 196) which hava

' Datad: Los Angelea,‘ﬂalmfnrrya, October 4, 1963,

wﬁ/ﬁw v./ /

Jﬂ;éfé;ﬁﬁi
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‘Mwe will try £o* do today is to hear as much as we can, TIf we quVQX\ :

xtives will not be in a p051tibn to state thcir entire pu*ition R

0
N

CALENDAR ITEM DRILLING AND OPERATING CONTRACT (LON “3EACH
HARBOR DEPARTMENT TIDELANDS PARCELS), BOARD OF HARBOR COMMES-
STIONERS, CITY OF LONG BEACH, WILMINGTON OIL FIELD, L.B.W.D.10190
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. MR, CHAMPION [Q¥~ Now, to turn to the major business of °

U

this particular heari ng, which is the matter of the d:illing and

\

<

€np

We are still in a difficuit tlme situat1on with respect.to this =~ ©

operating contract on Yong Beach uarbor t1de1ands .parcels,

matter. We are trying to ggve it as expeditiously-as. possible

but wao still nave some groblems in S0 dolng, and quon t expect . =
E .

that we will be able to conclude action on this matter today. o

nomT o

&

We want, however, to hear from vveryone.

- ﬁmong the prdbﬂ S, 1 understand;’ is the fact that’ in- .
dustry :epresentatives haveﬂnat had what they cﬂnsider to) be Fhe
adequate opportunity to be hpard ca this-matter,,although.wa

ave had same very reeent communications. - T think probably what

\

=

have problems and differences we will try to work them out this

week and act on themrat a specinl meeting next week Just how
diﬁfic'lt that will be we will know more about today, ’ °
B /1 T

. We also recognlze in some cages industrywrepresenta-

in this case because they have had the final douuments for so

limited a' ‘time, so we willfmake it possible for ¢hoee people to
3 .
file tisair posit10n9 with the staff during- thP comlng week; - so

everyone will have an opportunity to he heard.nn this before we

take our final action, However, we want everyone to know we" dp
- T

\

consider this to be an urgent/gﬁtter. We have" discussad th;sf

7 z

matter several times --¢ the reason ¥or that urgency, the need, to

~ get a contractor =- to gaot him operatlng, s0 gpere is mo break

©
in the continuity of operatxon of &

MR, SPENCE: »Hr, hairman may 1 make-a s;atement?
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: *Wy nane is John Spence, Assistant City Attotney, Long Eeach

“wish ¢ to mske, we would strenuously urge’‘they be made z3, soon as

/NG B . .

«

. , o

~ o

1'd tike tc culx to the at ention of the peopie present that " h/?lf oo

Lo
-Shortly after the Cormission was given copies in a so-celled ° . =
tough form an July 25th, these othet pepple, wnen they requested ’

it were given coples of the very sanie agreement. There has’

s
oy

beep very littxe .change since July 25th in tbe so-called firal

=g

ﬁraft. The changes heJe notbeen in substance, but as to form,

So if they have studied the draft of July 23m)-1— rhat's the .

aate of it =-- 1963

~they are thoroughly familiar with the theory o s

\

N

of this contract, e ", e ) . 5,

\\
. uﬂAHPIpN'

yd

‘1 am not ttying to taise this uue 1on; V - L s
I hope E/MIP won't be any changes, but I want to be siixe tpat
everyone.whg wants to make a comment on this has a chance to”do
so before the Cormission takns 8 finsl action. 5%& 1 think if we e
take that F;nal action githin a week it will ‘remove every pos- ’

sible problem in that respect and also keep to a reasonabla dead

S

far &g ,Long Beach s prQF_ems are concerned

e

"1ine. as
!4 » MR. CRANSTON: Mt. Chairman, I' like to stress/one

: =
pointeyou went 1nto. If thote are parties who have comments they

_|: -

//‘\

possible ro the statf, -andnot be resarved until our subsequent
P

%aeetin ‘~If samebcdy comps in with a strong point Just when we -
3

. are having a meeting to take finnl action, that Yi};,delay things

b

MR, CHAMPIQ“ It is our presentiintention, 1f at all N ; ?
L. ) =

‘possibie, to’ take nction at th ”subsequent special meeting,
MR. SPENCE'

My, /Chair*an may\\ interrupt one more ’

timel For the benefit of pronpeetive bidoers, we want“to call

[}

~sthelir attention to thi fact that.we propose to have a b%gders RN B S
meeting shortly aftet the notice invitxng bids.  We have a kit €6 -
hand out to’ the prospective bidders when they ask for copied\o: SN

the contract which will show the econcmic backgtound the’
Y :

e
"

.
S
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acccunting procedires; it will gi\;e them all the data that,' is.

per-"i-fent that we heve beeh able to assemble,
Vi -

an opportunitv for smme gixty duys to make this study, We a}_so )

that we have a biddéra meeting once a week, say on a

e
When they have any questions on economics or mcéount-

o

Thursday\
ing,\\theyr can assemble in the board room at Long Beach Gnd we

will answer any of their questions. So everyone will Have sn

Apnorrunity. whether they are familiar with Wilmiagten Field or>-

\
not, to have. the badkgroundcha ket will make them able to mske a
i :

5

Y mﬁm’ﬂs‘)w With those preliminaries 'I think, Mr.

So they willv have .

o

N

Hortig, 1f you will take up the agenda item and staff recommen- <~

datio1s seses N
" MR, HORTIG- \tnzview oE the Cnairtmm s pteliminary S
remarks, I ;;lieqe another prelimina:y is in order. Befor¢
ptesenting the contract for the Léng Beach Harbor parcel ic
wonld qppear desitabie to revizw briefly the fundnmontal con-

cepts\and _principal fac\tors of the, proposed QO“t‘:'ﬂC\\

1% ~

you are going to mnsider. S

: N

_not foz' development of 3 new field bu for cont’quation ‘of pro-

Operations in the area under the praposed contract are-

i duction and completion of development started twanty- Eive years g

N\

agn,i\w Thig prior developmr_nt program For .thesmajority of the
production, \aqd payment of the comple!:e capital invastment by .

&—,
“the Harbor ...om\ mission from tide1end oil” funds, xequires a con-

@ =

tinuity 4n man\y phases of the program. <

'Jithouf this requirement for continuity, such as in

4

the case: of an init:iul development, selectian of a qevelqpment

©

&nd opergtipg ‘program could. be made from a broad combination of”

alternatives, However] in ylew of ‘the importent continuity re-

quizementffind the committed investment of public funds, the

el
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1} contract recommendedffﬂr consideration has been drafted to elimi- LB
21 nate édminlstrptive;dif%iculttés expétiencedqin the expiring con- - = .
J| tracts, and to optimizc‘;hé;re:enue return to the city and the ﬁ )
. - * B o -
o 4l State. {f>§<§; \Qp - . 67 ) & : o
é§§§i 5 Beciruse s€the pfe-existiﬁg cé%ditipns, Tdsh to " = :c
Al o ® = )/ . o 7 0 F . N
; 6| bringCto the attention of the Compission”thi®=contract cannbt ‘
71 be cquated directly with any/g;ﬁé; form of contract or lease for . ' C A
8l initial development. - m . 7 ) o sl <
g With that prelimin&ry, and in vggégsf the }ate“feI%%Se; ‘ ’ﬁftg
~ 3 : - = 2 . "”‘\
20| of thé/agenda item, Mr. Chairman, perhaps the situation might be Q\ﬂ“
11 expedétcd and c%eryoéﬁlwould b<\complefely informed if I read = o
k... ’ - ‘\ 2 g ’ N -
12() the prepared agenda item: \ . . . - 7
‘ fe} \; 2w
- 13 The City of Long Beach, in accor&§§ce with the provisions,
, ~of Section™0, Chapter 29, Statutes of 1956, lst E. S., has
14 submitted thy following dociments for apprqval by the State
18 Lands Gommissszn prior tc publication of natice® to bidders. ~ .
1, Drilling and Operating Contract. (Long Beach Harbor De- : -
16 _ partment Tidelands Parcel). (Refe?“to Exhipit C) L N
s , : v _ . .
; , S ¢ . . <
17 2. Not%ge Inviting Bids for Entering into the)"Drillingghud , =
Operafing Contract (Long Beach Karbor Department Tidelands - C -
18 Parcri)" for the production of cil, gas and°other hydro- e
. cnybons from certain lands lying within the Harbor District : 2
. 19 of{/the City of Long Beach, California.  (Refer to Exhibit D) @
: 20 3, Bid for entering into tae "Drilling and Operating Con- = . . .
tract (Long Beach-jiarbor Departmert Tidelands Parcel)" for i
21 ° the production of oil, gas and other hydrocarbens from cer-
. 9 tain lands lying with¢3 the Harbor Distrifct of the City of N
22 Long Beach, California, (Refer to Exhibiv E) S N
23 * 4, Bidder's Bond. (Refer to Exhibit F) ) \
- : , e s
24 In 1939, 1942, and 1944, the Bodcd of Harbor Commissioners,
: acting for and on behalf of the Tity-of Tong Beach, entered °
25 _into agreements with Long Beach 0il Development Company , $§§E:
- Yproviding~for the drilling of oil wells. and for the produc=" ‘
2085 " tion of oil, gas, and other hydrocarbon substances from cer-:
tain tide and submerged lands located in tke Long Beach ST,
27 - Harbor D}ytrict./ Subsequintly, thése agreements were con- %
. solidates” by amendments to effectdate expiration of all ,
28 - agreemgats on March 20, 1964. Tos
(\\ : . . R} ] /\
28 Thg/@batd of Harbor Commissioners oﬁkthe City of Long Beach : - _ .///% J
must obtain a respsnsible contractor in order to provide %j -
30 *  continued production operations and maintenance of exiscing o/ o
petroleum facilities and for the drilling of additional A
h3 wells and construction-of additional facilities, and to ‘ - i
o ' . - i{ﬂ‘ d
o -4~ - \/@; i
) . _ N TN s S
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received by the staff this mgrj;?g relating to this parti;u}ar .. ! P
{ = G ) »

pgfse of the propg;ed cpggraq;

‘wells &re prc

*The bxd for .nis p}Oposed drilling and

ythe market prices generally prevailing and paid in the Wii-

\

= = o
)[' o R
p u ~
5 )
- - @ 2 L
Q Q . B o
] o ° m\\\ _ - o -
8 _ :
— ¥} h
:\./ A??
take, account for, and pay to the City for allvpf the oil . -
b 0 .

produced from or allocated to such lands.

The lands covered by this proposed contract lie compleﬁ%ly

within the limits of the Long Beach Harbor District and in- . /J .

cludelall ha¥bor tidelands présently developed, plus approx- ///’ e o4

imacely 2,100 acres of undeveloped tidelands. {Refer to 7 - )

Exhibit A). \within the developed harbor tidelands, 645 o
\ducing nearly 40,000 barrels of crude oil per : o

day. State revenue from this production (before deduction _ °

of subsidenc# costs) is presently in excess of $800,000 S

per month. / v ) ,

operating cortract

would=secawarded to the qualified bidder who agrees to pay

to the Cits the highest percentage of net profits, No

Yicash bonus" or “advance production payment' is to be re- s °

quired. .Net prof.:3 shall be computed by subtracting

development, operating, and maintenance costs, certain , N

taxes and insurance premiums from the value of the crude .

oil produced from or assigned to the subject lands. ’ <

\ B ¢
All such oil shall be vaisbd, accounted for, and paid for - T o
at the higher of either (1) the price equal to the arith- t
metic average of the prices posted by continuing purchasers ~ -
in the field - -“(Parenthetically, ‘continuing purchagers” . Y
have sbeen defined as thosa continuvously purchasing: one

. thoutand barrels oZ oil per day) - - provided that there

are two or Blore such continuing purchasers posting in, the
field; or (2) the price equal to the arithretic average of T -
the prices posted by Standard Oil Cempany of Californmia, .

Union 0il Company of California, Texaco Incs, and Socony
Mobil 0il Company {or by such of said companies as may be .
posting in one or more of the following named fields: A ‘
Wilmington, Huntington Beach, Signal Kill, arld Inglewood | ] &
flelds) for oil of like gravity, 1f there are not two or N
more of such companies, each.posting a price for oil in two Coe
or. more of such fields, then all of such oil shall be-

valued, accounted for, and pajd’ for on the basi¢ of the

highest of the following prices: (1) the price equal to

the arithmetic averagé of the prices posted by continuing E - %,
purchasers in the field: (provided that this criterion shall )
be applicable only in the event there are two or more such
continuing purchasers in the field; cr (2) the price equal - =
to, the market price generally prevailing andpaid in the g © ’ ’
‘field; or (3) the price eyual to thevarithmetic average of

. ,

o

mington, ¥ ntington Beach, Signal Hill and Inglewood flelds
for oil of ’ike gravity. 5N - ) -

MR. HORTIG: (continuing) Mr. Ch~irmar, at this point wavs T °

it woulg appear appropriage to rgggjéé% the reccrd two letters C B Ra,

N & . . ? .
:"Tﬁb first is gzomnaichfieldQOLI Corporation, addressed

< RIS

N

to anorablg Alaﬁ Cranétq?: ; e

s
N

.,\‘\\Q
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'Prilling and Operatinﬁ
ment Tidelands Parcel)

<

o

aigeted by theACOmnission at-its meeting on Septembex 30,
- 1963

foliows:
2

o Q)

O

The fitst sentence of the proposed section reads é!

o

for on the basis of the highest of either the price
equal to the arithmetic average of the prices posted by
.. Continuing Purchasers in the Field or the arithmetic.
¢ average of the prices posted by Standard 911 Company

of California, Inion 0il Company of California, Texago
Inc,, and Socony Mobil 0il Company,” Inc,,-or their =

respective successors
Beach, Signal Hili and Inglewocd fields, for oil of
like gtavity on the day such o 15 run into the Con-

tractor'' s tanks and/or péfeli(

Richfield 011 Corporation ha(f
tial amounts of oil in the Wilminpgon Field, such“purchases

o We have seen a draft of Section 18.3 of the proposed
Contract (Long Bcach Harbor Depart-
which we understand wiil be con-

in the Wilmington, Huntington

ong purchased substan-

currently amounting to about 20,000 barrels of oil a day.
We ares contemplating the posting of prices in:the w11m1ngton
Field, and we respecdtfully request that our name be dncluded
with those of the companies specifically mentioned in com=

puting the ave%age of posted prices. !
( =

> MR. HORTIG' (continuing) The second letter, dated

September 26, 1963, also addressed to Mr. Cranston {from

Standard 0il COmpany of Cahfomia Western Operations, Inc ):

 at the average of the prices posted by cprtaiq companies on
We understand that consideration has .

“the date of delivery.

" The Standatc 0il Company of California hplds a 28.5%
interest in the Long Beach 01l Development Company which

currerntly operates certain Long Beach Harbor Department.’
As a stockholder, we hope to parti?*-

tidelands parcels,

pate in the benefits of'a Long(ﬁeach 0i] Development Com--

pany bid on® the proposed new coatract for these parcels,

and to purchase from Long BeachJ011 Development Company a

portion of the oil n:gduced therefrom,

Under the existing contrnct the crude oil is priced

* been given to modifying this ¢ a highest posted price

i

basis.-

If such a modification is madé, it will prevent

T

Standard frcm participating in the bidding on the proposed

new contract 1n auny way.

. The 'average' posted price basis whizh has bea:used

the contractor., -

From Standard' 3 standpoint, ghnngin the basis of ptic-~
ing cride oil from 'average' to highes
would not only create a number of financial,

b2
&

&

o

yosted price

<]

business and

0

. )/
'All of such 6il shall bé: valuedy accounted and paid ¥

since the existing contract was awarded in 1939 has resulted
in payments which have reflected the true market ptice, and
_ has been equally fair both to the City and State, and to

o

&

m:

Q

4

@ B



T

Q ;J:"

a

5 o - .
N O - o

-

‘ N, ’ ) . b o -
! \ . /\__// : e : :
B - | i - ' ' PG e 6‘?
< ° b = — ¢ ? Q
' . :fg ////7// - A o ‘ - N
i P < - ol
= ; /// © ,..:"C @
1 "legal risks ‘in regard to th¥.oil taken under this~gpntract, o £
but would also creats serious problems with respect o sl ”
2 of cur crude oil acquisitions in the State of California,)
. For these réasons, if a 'highest' posted price basis .is £3- a o
. 3 cluded in the crude oil prieing clauss, Standard cannot / 0
: bidy participate in bidding, or have any interest in=aiy
L ° 4 bid on this contract. R . -
5 We would greatly appreciate it if you couldarrangé to .,
have this letter read into the record at the next meeting ' = A
& 8 of the State Lands Commission, presently scheduled for T
N ] - Sepf‘ember 30, at which. the above contract will be consid- ° .7
7 - ered, ’ c -
5 o % Yc‘;qts,ve_ry -tg%y\? _ ) : o
= /) { ' " H. G. Vesper/ " °
@ Jo g MR. I;IORTIG“: (continuing) I would like to bring to
11 _the attention of the Commission the fact tiiat the letter just ’ Q
- W I\ ) U‘ S ) By R
12| read from Standard 0il Company of California, dated September =~ -
O 2 13 \26th, which was received by“staff this morning, referring to (1
14 . average prices, follows by appﬂr:oi(:liﬁatql?}r a week and a half later ’ ~
B / S e .
15 t’he:;sta”ff's sugge%ti.on and recommendation, as q,r;'valoged asﬁ:e- ///f
1,)3 tween the staff of the State Lands Commission and the Long Beach A L.«
i = } o © ) = i )
19| Harbor Commission for a broadeneg’ average price base, as re- N N "
, : | L o D
\/ 18 flcefed in the agenda you have before you. The problem of con- 5 E
‘ 19 sideration of a specificaticn of a'highest posted price basis =
20 has, thgefo:e,’ bfen eliminatéd from staff recommendation aopprogi{\% ‘ ° 3
& o ~ k
: : . . : o =5
021< mately a week and a half ago -- although, of course, there was .,
bl - B ; ) < o . i //_‘r Y ::)
22/l no public announcerient thereon and” this is: actually the first. ’ o 9
23 public announcemert in view of ‘the fact that' this is the .‘;h:st
o Ai» N B o - = B : i ’ 2
& 24l - time that ths agenda item complete with exhibits has been avail-
° kel L, e < s 9 c
. 25§ able to thz Commission and availabl%fﬁt public presentation . |
“ ogf this morning. \ ’G s : g o .
ol ! Returning to the agenda ftem: I o v ° e
N '\, . o‘ 5 ' ) 0 ® i ’ ’
28] The price. for valuing each delivery of oil as determined by
either of the above methods shall be copputed to the clos- \ 55
¢ 20 est tenth of eiach degree of API gravity-and the closest. s
tenth-of-a-cent-per barrel. o) o i o °s
36 . ) - oo . o
The City reserves the right to take in kind any percentage : .
31 ug to and including 12\% of the oil produced from or as- -, ‘o
signed to the subject larnds. This right is exercisable ! ‘ =
Y . - , -
; ~f=
&) K
== = )
T - o Y
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upon 180 days written notice, The taking of oil in kind

may be discontinued upon 180 days written notice or a lesser
period if mitually agreed upon by the City and Contractor.
Any oil -taken in kind by the City shall be valued in the - -
semé wanner as cther oll produced or assigned and such

value shall be used in computing net profits. .. ¢
. Under the terms of this proposed contract the Board of
Harbor Commi§sioners will retain control .over the rates of
production of oil and gas and ‘the rates’of injection of
_water or other substances. '

The City and the Ebard (or cither) and the State will enter
. A=to agreements requiring consultation on major operational
and pnliez matters with the Commission. The contract pro-
- posed autnorizes such City-State agrecments, o

op

2

© 0o N o @

All of the operations conducted by the Contractor, and all
structures erected by the Contractor shall be in a first- .
class, good workmanlike and efficient manner and in accord- s oL e
ance’with good oil field practices among responsibie opera-
tors. All equipment, machinery, facilities, materials and
supplies shall be first class.and of not less than Ame ican
Petroleum Institute Standards.’

.. Each bid submitted shall be accompanied by a satisfactory ~° .~ Lo
-Bidder's Bond in the, amount of $500,000 as evidence of the T :
bidder's good Zaith aud as a guarantee that the bidder wilil
sign zngd execute the Drilling-and Operating Contract within
15 days after it is presented for signature.

The Boagd of Harbor,éommissioné;s reserves the right to w
- reject any or all bids and returs: all Bidder's Bonds accom- -

“panying ‘such bids. T : ) . . .

Y = [} - [

The contractor shall, furnish the City a faithful performance:

3 bond in the principai sum of $2,000,000. The Bosrd, with

the approval of the State Lands Commission, may in the S F
future permit the amount .of this bond to be reduced: ; 4\ °

- The term 6f this proposed cdntract shali be for 24 years,
11 months and 8 days from the anticipatad- effective date of ‘ . <

. March 2G, 1964, Computing from said effective date the- o

»’ termination date will be February 28, 1989. The Contractor N )
shall have the option to terminate this contract 180:days - ° .
after it can be shown to the satisfaction of a majority of ) v
the total membership of the Board of Harbor.Commissioners o,
that it is not profitable for the Contractor to comtinue-
operations./ﬂlgzzhe B?ard finds that continued operations

under_tlils cfontract qfe not profitable for the City, the ' ‘
qugﬂ’ﬁhy,/upon 180 days written notice, terminate the =" < :
contract. Once the Contractor or the Board has given such S AT S

s -~ notice to terminate the contract, neither party may act ung i @
laterally to revoke such notice of termination. :

&y

. - MR. HORTIG: (eonti’nuin’g;ZJ Again,'I‘bEing to the atten-

, éibn of Eﬁb:commission the refereﬁég onnthe;priot ﬁhge'to

%gg cfggg;fthgtﬁtﬁi:city<iia the State or the Board and. 05w¥““‘ﬁ§, )
:hg‘sihte‘?u1;1 enter into agreements rcquigingjconsulégtion
. o B ‘\r\ i /\\\ 4 0 J{F 5 .

. -8

)
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Continuing agenda item: =

&

tegafaing major operations."

o

One of the, agreements to be B

c

\'\

nnter@d into. is "ith respect to revieueand concurrence by the
Commission with raspect to the findings of the Board in the

event of proposed earlier termination of the conttact.

o
¢

The Board of Harbor Comm155101ets and the City Council of
the City of Long Beach have approved the proposed Contgat-;
Notice and  Bid Form in ptinciplc. ’

MR, HORTI&E> And ‘again, on spevific inquity to the

tract.

Agenda item:

The staff has
procedures of
be reasonable

The submitted
by the Office

c

the Board of Harbor Cmnnissioners or the City Council would be

A0

> Office of the City Attorney of Long Beachi, this approval in B

: figations in «£orm which have been develcped and are inﬂluded in

the proposal before you, it is felt that no further approval by

} required in order to utilize the contract and to proceed with i

bidding after the State Lands Commission has approved the eon-

a
(o]

ptinclple is deemed to have been sufgicient -—- that despite modi- -

[€]

reviewed the technical provisions and account-
the proposed contract and has found them to

and equitable..

/4?§
documentsfhave béEE;;;;iewed a
of the At:

( \\ to 1egax§ty A
-orney General, who ha>\agrised that

a

said documents comply with applicabl> provisions\of law a5~

to legal suffitienc , and may be approved' by the qtate

- Lands Commission. (See Exhibiz B attached)

e

Under the provisions of Section 10(a), Chapter 29 Statutes
of 1956, 1st Extra Session, ~he award of the operating
contraculputsuant to the offer under the contract being -
conﬁideredytoday inust be approved by’the Laggs Commi531on. »

MR. CHAMPION.

Is there anything before 1 open the

1(' matter? Anv questions fiim the COmmission orx Qenator 0'Sulli-

Let the record show that Mr. Sieroty is mow sitting for

voting.

I+

@

» Lieutenant Governor Anderson fgr all purposes exeept;that of

4

Do you have any further commeht,iﬂt. Goldin; befofE'

7

s

i

ey

D
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. sufficienc time for: the bidders to eva‘uate their bid and get it

' the”highest responsible bidder 4is; the award of the conttact - o

made to the contractor in sufficient time for, ..hat conttactor to

|
\
-i
, one as rh::wi,ng already been taken care of in the drafting of vthe aws e o J
]

\

i

|

1
e

o
>
i
<
3
'
[
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“,we open ths matter? - o , T \

MR: GOLDIN:-
ALl rigin:.

MR. CHAMPION: Would yoi 1like to make a oo K

statement Hr. Spence, rgprescnting the Harbor Cowission of ; .

22

- Long Beach?

HR. SPENCE :

Yes. My orly srg‘:atement: on behalf of the o

City of I.ong Beach is this: That it is imperative that we get .
-this contract appmved so that we Ezm get it ount ko bid,, with k )

et TIE s G
s - i

back,) so. that the\ bid can be opened, the staff of the Lands Gom- '

@

mission tan review it and make their recomnendatian as ta who

get his machinety going, so he can take over’ operations on o . T

Harch 20, 1564. We felt that ‘the latest possible date’ was the

date ‘the C/‘émi,sion has sex for the hearing today. »
‘ //' MR, CHAHPION' Beforvae open thisxup general‘ly, there RO 1 '
was one ques»tion taised You read two lett:ers during the prée- fr? - s

sem:atinn “of the agenda item and I think disposed of the second T ”"’

The firse was the req.:es* of Ri:\.hfield that it be - K o .
< N )

1Is t.here any, objrction to ‘J

contrast.
included among those posting pr:l.cea. )

, that"

1s thete any teason why that shouldn t be done" i R 0¥

MR, Honnc-

' The immediate s!:aff reaction is ‘that thi.s ’
wouId broaden the base for de!etuuning the matket value of the : e,
- }/ -
product and under/ these circumstances, since this ‘was. the goal -

in the specifications in the contta;t, “that the addi..t%on of o

[DR ]

Richfield to the listing should be acceptable and ad’vam:agéousg.i e :
S . N
)‘m. ‘CHAMPION: mm is the feeling of the cqu CL T

o MR, SPENCE: +The Cj,t.y has the same feeli\ o ®

. | MR, CHAMPION: “All’right,

-

.

<
p

Then we can take bﬁf."‘ for
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_ 1 gtanted Tt will be included in_the document we act upon, B o ‘
‘ a 2 HORTIG It vill be 1nc1uded. -0 N - -
ob « 3 HR. SIERS)TY- Hr. Chaimen. may I ask for what reason” | -
Cen 4 L,they wvere ‘excluded? : L - ” j . I : ) ; " 347
° e s ~ & - MR, SPENCE: They swte 'lOt poat ng. 6 L e T e )
s s MR, HORTIG Mt. uierm.y, before you arti.ved this mom-fj ‘
. R 74 ing, ve read for ‘the teeord a letter "tom Richf:leld“ teport:ing 7
] 8] that it is their un:ent in the future t? post and ‘therefore - . .
. ol tequesting t:o ne\consideted for 1nc1us ,:3“ in the_ ,group.. . This S & X
. - . 10{ letter is dated September 27th, Just teceived this mowdiing, e A
5 ) B 1 HR. CHAHPION' 1 think that ciears the mate ers. .18 ot Ao
12 there anything else -~ any other correspondence to the uomx‘ \~;“ - ’
G 13 sion on this subject whlch needs to be dealt with?. u o o T
: 77 B HR‘ HORTIG: No other comments have bee} 'rece ived in (‘ . J . &6 ‘A
N 15 cotteSpondence, Mr. chdman. S ) . o |
. 18] Mm. CHAMPION: 1 think,-then, we are ready to hear o
o - ’ 17  rfstimony ot anyone who might -like to come forvard to comment - \ S :‘ : ,Oqi
I 18} wiether they wish.to seck (:hmge,cS or express approval, or. any- e
R & 419 thlng else. I have no liat before me, (No tesponse) Are there ' &
- - WZQ reptesentative: of mest of the potential contractors in the ‘ 2 o
] e ‘ 0 21| industry present? i'd Just like to know., whethet this is a o .
, 22% reptesentat.tve silence or not. ., ) L =T \; 2
o - P ' " MR. CARDNER: Mr, Chairman, my name 18 Hiuin R., . o T
7 248 Gardnet, Humble 01 and Refining; and while I tealize the real . /»\\
Z] B 25 | ptessure Cthet is on this thing to get going, your; suggestion that § VL |
: 261 4t be delayed one wgek to give the industry A cha;lee to look q ¥ 7 ; k
271 the documents Sseems v-ry sound {n vlev of_the canplexity of the o © .
) L: g jins;tunents and the fact that some of the companies have not had S : :
o ’ 29“ “a chance to reviev them, . - o R ‘ o _’:;ﬁ “id
o . 30§ MR. CHAMPION: Thank you very much, Mr, Gatilné:'.e s e U
31 =7 . SIEROTY: May I ask, Mr. Hortig, what has beenithe = .
b i - -
% . < : . =, e
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- timing so far as gnv:lng ..he ;proposed contract to 1ndustty" How”

n =

3}

long has<»1ndus;ry had an npporfugity to reqiew the doc\ments? o

HOR‘IZG :

&

s
I£ Mr. Spence woulowarc to res;rm\d I

mlght. polnt. cur., bcfgre you amplify en this Jack, that a wll

cc(Ppl.et.e package of the final language ptoposed tp be cons;ldered

by the“State Lands Commission agends item and e‘xhibtts ‘was- not.

availnbl- to the State ..ands £omlssmners until this wmorning

and that snme docutncntatmn, therefcre, has not been previously

uauable co any 1n!:erested 1ndus(:ry membcr -- although thete o

has ‘been preliminary 1nfomac£on es tm aubstantially the :otal

factors. to- ba includea, which, 1. believe/s the eleunt on, vhich“

& e

Hl.'. Spence wishes to answer.

=Y

W

. ‘MR._ SPENCE: M, Ch&iman.\ I referred earlier to r%)r
dmfc of Joly 23. 1963, vhich was «delivered to" the staff-of the
Lands Cmmtssion on that_date and “to the members of th/e) CO.:.;-.

or copies of that drafe, ss 1 understand :I.t:, hava becn fnmuhnd

sion on J the 25th of July. Any company that requested doeu-mts
&

" thesi by the management of the Long'ff&ch Hacbor Dmtmt. 1f

you would 1k- to have me tend the sames of thc pe{pla{w have
tequested and recaived those documents, 1 vi:uld‘ be vety !13"3 o

do sc.(

Shall" P 4 tead that list, to glve you an idea ')f 'ho has

had an opportunity -- reque:tgd cogies and has read tbu and )

studied them, presmably. because Ehey have tecetvcd then?.

¢ . MR. CHAMPION:. All :fght.,

o,

R, spmca. Henry NeCasek a\l attumey-at-lav - I

“don't know whor’\)

principal is; Pauley Petroleun Ccmpmy, ﬂch-

field Oil Corporation; and then, of co-.u:se, the staff of r.he
Lands Commission; Shell Ofl; Phillips Pﬁtroleum, Framd.n 011 and

Gas; Unicn 01l; Sage OLl;

;l den t. lmow wholi.s principal is; a M. R. N.

b -
7=

- 12 -

| COIOradoc, Mr. John L. Connvily of Long Beach~

o

I

obil 0il; Signal 0!5 and Gasc. Standard

. Oil ‘rexaco- a Mr. George Trammel an a:tom&v in Long Beach .

Richey, Little :on. ‘

Odm 011 Cmpany f-

D

R )

Q

o
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AR ‘1 unton Pacific Railroad Company, Mr. C c. Albrigbt of Long <
. . ; 2 cBeach -~ I'do not know whetlier h. hes received it on his o?m , i
. ® 35 nalf or what<Powerine 01l Company, Mr. H. F. Dangbetg “and” - © e
: !/\ 4} Drilling and Exploration: Canpany.l Othet than those names, I ) ) o
) . =% . &) don' t know that anyone that ‘has requested f ,J' copies of the con- S ",
xS - o 8 tracot of July 23rd has not received it. = R I °
‘ ’ 71 . CHAMPION: Was there. ahequate notice-to the in- | o g
i B dustry that copies were availab l,,!"” e 7 v T , s Di
F: MR, semcs/ I zen't answerthat. T will have: to ask . L
o 101 M. Hughes about_ that. ‘ \ﬁb o ‘o AR Qﬁ
. R & 1 \\ MR. Hucm-:s- ‘They received the notice at the last, l.an-'s” # o
o ~12 Comnission meeting, pr the one iw July -~ because they L&lled as” & “’
° B ~10] a result of that hearing. 'l'hey eithet cailed in or wrote in for “ . | *
R ", 714l copies’ of tne various documents. © ., L : - "f
© asf c;mzon. All right. It would seem ‘xo°we there 1 ,i
R - 18 ought to be some'more tegulat procedute than thnt,obut that is 7 & )
3 = \ / . 17 not ‘:'e:;].(ﬂly»a matter before us. : . 'Z' < e e . 7\ ) o o
. 7 7 ;1A8 MR. SPBNCE' _Of course, ‘when we 7dvnttise for bidy, ' ) o
" 19| that ts the official notice to the industiy. = . T .
B 1 . m.::mmxou. By that time the t\ems-oi the contract. | B
21} have been approved. S ﬂ‘\\ T = - . ‘O ) } ,
% 22l MR.. SPENCE’ Yes. ~ ) w,\ T ? |
23 : HR. CHAMPION' Is there any futther commént? Senator. e f o
('/(@is o’ ’ ) 24 0 Su1 livfn, are there any questions you would like to-ask about ~ . o _ C:
' Sl " 25] - -he proposal before us? ~ . : '
) ‘0. 7 26 - - ° . SENAT(R O'SULLIVAN:- I was kind of intetesyd ln\the
° % 4 27 mnt*er of difference of opinion ’,-- and I 11 address this to M, e
28 Hortig ~- bétween highest posted price and average poste&\ptice, /\ )
, .. 200 which is vhat_gou have n this agteenenc‘ When: you talk lbou: L )
. - Cos 30 thg }methodmﬂg’the oil, you are talking -bout ‘the mrage ’ « ;
o L 31 posted pticews aga\?%ighest posted “price? /ﬂ - w\ ~
,,, N \”3 AERRE
” - 13 -
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1¥ MR. HORTIG: 'l‘h;t is; correct, sir. o | Sy 4’%
2 S‘ENATOR O°SULLIVAN: You dor't take into congideration"
3{l the price that {sn't a posted price, is that right?
' oo M. HORTIC: Any price that is "‘ﬂid that {sn't a post!d
5 price is ni;;j;\omny on_record and avni\.abl to any governmental
e : agency. : ' : .
_ % 20 SENATOR Q'SULLIVAN- Hha//s a posted price?
8l MR. HORTIG: /posted price is an. offerlng post:ed by |
@il a buyer of oil for a field, dist &buted publicly, announcing the
: 108 intent to pay cettain prices for certal/n/%_/_qwaliues oil. -
alP N 'SENATOR O'SULLIVAN: Where and vhen is it posted?
12l = " MR. HORTIG Hhenever a cempany desires to buy oil :ln. £
13 the fi.eld.- Patently, the larger companies who must have & con- )
14 tinuing supply of oil have eontinucus postings.» They are modi- : ¢
T 16 ﬁ.ed from tim= to time, but they have continuou; posl:iig:in the
18 majot fields in Califomia. Qﬁ“ ;) .
Yl S svrm'on o suu.lvau- "Is‘thei-e qri; s':acufiry‘ };xoeedufm
15 L for posting? . ?Z - : . E o
wef © MR, HORTIG: W0, sir. =~
© 20 / .8 SENA'IOR o' SL;LLI‘JAN' Is ttfe:é ani admi{hi.stt‘a_giye regu-
14 B lations’ for posting’ ’ . 7 R : 5 e
22 MR. HORTIG:  Governmental administrative teg_illagbns‘? :
234 No, sir.. 3 , ‘ o
“oal o SENATOR 0'SULLLVAN.~ Heu how do Fou tell when some- _
(;25. thing 1s a posted price? . . R / o . _
26 f' ‘R. HORTIG “When St;?'idard Oil or the Union oil Com- _ -
‘2‘7 pany, or Texaco, ox Socony Mﬁbil mimeogtaph 1n quantity and ‘
28 disttibute “them to all potcntinl sellers in the field and to all o
.29 ) the State offices.and public offices vho havn ‘an interest in
30} the ptice that 1: being offered- and. ;nail such a doeumeht which g:G
ai’ says "l’tices ofrered by Standard yl (or XYZ Company):;, /a.fecd&e
] . ) S \
i . n
N - 14 -

° 7
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) "o “/i 3 % "7 ‘a.m. ‘such and such date. for vari.ous gravitles of ofl in the ;
Y S . 2 vatiQ;.la fields are tabulated and usted on thls shéet of paper." . , ¢ :
/ . 3 N D.  SYNATOR O'SULLIVAN: -This 1s an offer, dsn'Cae? T e T
¢ mmc, That 15 correct. o st o B
; , ?U - SENATOR ©° sm.&lwm. And as. such [;:lt 13 not a c@letad N .
' 7 S ] | transaction or aale, is 4¢e? < - e, R "0 0\{““ » “
R . m. mn'ns; No,’ sir. = A ‘Q
¢ % 8 SBNATOR o' SULLIVAH.’ Hhat you Aare do!.ng is baaing yout o ©
L ) WR pticea here o/rf} a a;-tieg of an average oﬁ the ~o£fer:a nade by a ,0 ) | =
f : 10 glven number’ of companies, is that r:lglﬁ e e s , ~.
g ) il MR, HORTIG. Identiﬂnd as ;irnuing purchasers" and ] q'i"
. E lg in our dcfinitton and qua!iﬁcatlon thev must be purchasing at » o L ﬁ
: 7 ° 137 ..east a thousand barrzls of oil per day.h"'“ ° o & = ‘
= B TY SENATOR O suu.wAu-\ Are there dny provisions or tegu- :
o 16§ lations setting up -or requiringJ that there have been a ttausac- ce |
= o 168 tion Odr ;ale on the basis of each and every one -of- these posted ’ e
1;7: ‘pr:ICes? : L ,Qo:ﬁd, “ DU < e O , :
o 18 AR,y NORTIG: Wo,”sir; but in order to qualify as a O'G ’ . ‘
“ ° ‘l'm. - ) 19 continuing purcl\ascr under the proposed cantx:act form ..... , A i
= . " 20 ° ° SENATOR O'SULLIVAN: Where does it say that? o i
ST bar ] MR, HOR"‘IG. In the definitions in :he contract, sir. ., . 3
22 I Mr. Gozdln, do you have a ready teference to that.‘l | 720
o ., ° MR. GOLDIN: Page 6, subdivision (c). R J
: . _2¢}] . SENATOR O'SULLIVAN: "In the sbsence of information ° ( | b
R & X N 25 ',to the contrary,-it shall be deemed that every purchase" posting Ty . ﬂoé
o . 20k pr:,iq.es in the field is such a continuing purchaser. ’ , MR ﬂ
T U£7 HR. HDR'!‘IG. Yes, si@z ~= because we caanot al%mya I:e o J“ i;k ‘%{
; . 28 rcettain\ that every operator ..,. '. LI G
< o 20 ' SBNATOR Q'SULLIV{N. “In the absence of 1nfomcim to | ;i
- oo 0] vhemt T B .
X 5 “ 9 31 < 7 MR, HORTIG: ‘m t"‘herabsﬁence’ of 1afoxfmataioli) svailable g g
N 7 . b e 7 . - P Qs o
. L ® . Z - . . :
T \ - 15 - . . J
- i s 2 5 k E . , j\
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to the administtators of this conttact, yhich vould be the Long

leach Harbor Commission. . ]

SENATOR O SULLIVAN. The basic method by ﬁich you
at;ive at a ptice here 15 not upach the\reqnirement of the actusl
existence of a sale of oil, is 1¢2 ° .

- . .HORTIG: It 1s 1£ there is 1nt0tmation. L.

HR. CHAHPION' Thete is a simple ansnet to that quea;

“tion. The requtrenent fiere is that the posting be by one who has

immediately tied to the qua!iflcation for thei; posting. They
are not _exactly the same but thern is a requlrement that/thcy be
buying in the- field, o ’
SENATDR o' SULLiVAH'

0.

I ask the. queseion agaln;gitnete

71: no requirement here that the posted prices, Cpon the- av::rage o

represented by an actual s-le of some oil?._ Reading the language
'1n this conttect, you don t have a sale at any poqted ptice and

<

you still heve set up a standar& by uhich you are selling the

Stqte s oll? 9

) - MR, HORTIG:

a

This is correct, 1f the majox 011 com- -

isn't e majot oil company in CaliforniaowhOLisn t uudet ¢ompul-

rsion and must necessarily. to continue their businesl, buy‘in

these fields, ’5\
SENATOR O' SULLIVAN. But this dpesn{f cddreis 1tse1£ to

o 0

s

.

’the crux of the question. You have just stated that you

have to hﬁge an actusl sale at this posted ptice or any (one of
these postsd prices you are gotng mo average, 19 that right?
MR, HORTIG:
SENATOR C° SULLIVAN:
ha:e to have an actu-l sale undnr any one of those

. ey f

s
&X7

On :he basj,a of absent 1n£qmtion
Uﬁget this docunent, youvdnn t

ooted ptieee
g &

9

_been buyins a thouaand batre!s of oiixpcr day; so the sale 1- not y

of which you . eﬁg going to base the ptlces of the oil actually be J:a

2 7

:panlea Ia Californiajgid not buy oil in these fields -- and theteu>u

S

tof

{:} B
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: ('1 you are goi.ng to avenge, still you use them in the fomula °
2 ' the price at whi.ch you are going to sell the oil, mau,c 3 -cor- ° _
- -n 3 tnc: fsn't 1¢t7 N 90; o
o T . MR, HORTIG,/’ In words, yes sir practically,’ no."“o - L ) k
3 . o SBNATOR O'SULLIVAN: 1 don't kndw what your ‘pr{ctice 1 n
' e,‘ is, but I am reading -the com;ract as it exists == and the con- o O |
7 tracts list the rights of the parties I presume? . ST k 0 -
o o MR. HORTIG: That is correct. . . Vs o
ST . 'sm'i'on G'SULLIVAN: And we don't have 4 right that e T
’ 1Q| there actualiy have been a sale a: “these posted prices. l:hat ycu o . e ,V g ;5& 4
11| are. going to average -- and I am apeald.ng of thc State, which is o |
- : ) 12 the only person I am 1ntetested fn at. the particulat moment, ' W ﬂr B 'ms;
1‘3‘ MR. SPENCE: Pethaps I can ansver this from informa- .. ‘ ;
g 14§ tlon that has been handed to me, Senator:. 'l'here 1s absolutely )
P . 15] no way of determining”the pricz paid for. a bucl'et of 011 or " B o?:ﬂf
10 40,000 thousand barrels of cil here-or any other plqca, unlels . ’ P
5 o ].7. you.can obtain that 1r=£ormation irom the sc@:l}er and the purchas-“ |
' 18] er. It isn't a mntter of public m\ord ae; t;.) whab one" -of the _ ) ’
19 postins companies or any othez company pays for. oll == either e - Q <
2008 buyl or sells the oil, That is a matter between . the ptlvate ' P o 1
. - - 21] partiés and :heteﬂis no way that the c1tys or_ State can ﬂnd‘out ~ T Q "
B 22§ what th:t price 1% Lo ? e e 3 » . L B}
) ® 3 HR CHAMPION: Let me ask smethlng else. 1'd be - ' e
= ?4 1nterested in Mr/ Hortig s statement, He said,,"l’ucticauﬂy, s 7 ) |
28] mno,” \{hat is the prac.ti.ee with respect to the sale of oi) at = N o R |
. 26 poatéd xp:lces in the indus€ry? What is the practical re;t:lt of - J
. 27 the system now, used 4n posting? Are - mést sales consummated on ' I R
- ? 28] ‘the bl!is o£ the posted pricas? . v : ‘/“‘ : G O ; ' \1
. 20 | Ll‘ll.. l!on'nc- Host of the large sales in the Lcu Ana%ls o
2 50 nsm are conlmategl at the posted price, :This is the efpu&lv o S j
’ N cncc .of the sute in nceountingk for toyalttes in “gie!,dp sdjolm ,;"3‘-00 o f’q
"’ nap T ” ‘5.: ,rp'v':uzof 0“: s - |
g - . s ‘ :
. o = LT 17 T i ‘ o U ° .
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and- surrounq%pg the w11m1ngton Field and this has been the\eu-”
perienee of the Long Beach 0il Development in the sale of oil o
_under the eurrently existing contracts. 3 )
™, MR, CHAMPION: What is the responsibility of sanem?\\
who has made a posting to take it et that price? 1s thore lny?

and, accepts the oil, and they accept and pay for 1s§lt that ptiee
og they veject it. ) NP

MR, SIEROTY' Wz had testimony in prio: hei;Ings that
people Jhave paid above the posted price -« ptemiums' or ;eople ’

have been paid under the posted price.

MR. HORTIG:
gm. SIEROTY:
to me seems doubtful as a testufor prleing the%eil which will be

Correct. . o
- (3

So the significance of the posted ptice‘/

s G a 7

taken from t;e City,and sthe: State. ’n,o o o .
%w. MK, Spence has raised the point o "Pell ve just
o

1 am not sure this

>

don't have ‘iny other way of determining ie,"

is so, If e decide;nn another gauge' and as one suggeation LT
> * e

along this line,

of the elternatives here. What ve have done here ﬂﬁ this con- Cé i

ﬂtraet 13 to set up two altetnative§ - 1£ 1-can find it jere: B
The first alternative is to take the higher of. two provisions.

‘both of them apply to posting. Now, there 19 a second” altetna-'

ive Hhich takes 1nto considetation those two alternntlves but  °
adds o thitd one. as well which is numbet (2) -there: @The
prlee equal to the netket prlce generally prevailtpg and paid ln )

the !teld.ﬂ : . . . -
y wa. I don't see any reason uhy thq “tate lhouldn t be 5,

3 =

entltled to teeeive at lea-t the price generally preveillng and

}pa:ld 1n the field: . - S e L e
HR. oHAHPIQNa(nThe tecommendatton ealls for teklng the>' -

&

Clu

U

:;

[+

T

the formulas. SRR e o

9:

ST o e soe s =
=8 ° T o ©Cl ,
B Q . N ° Q

g oM HORTIG: __There is nc responstbilit\ Someone comes o

1'd iike us to eenslder eliminating the first - f,“gr
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>1 HR. SIEROTY- _Na, M:-.ﬂf:haimanp not m the event“ tl{e;'e ) v
| zl is posting. 'I‘here is an- alternative s schcdule here. - lmdet the - R") )

3 first schedule, 1f there is p;st;{v:g by two or more companies T % o :
; - then we do not look go the gencrul market priee ~e we only Llook - )
> 8 to the:posted price. seetim. We take two standards -- one is the .,

@ ‘ average, of the posted ptices, the other is the ,verage of the ’ | “ Lo

-7 posted prices in other ficlds. e i - . ) -

3 7 Now, in'the event th:;t thele are not two. postets. :ﬁen ;: -

off we go to the second altetnative. . What bnm suggesting is that" N =
" 10 wc fotset the flest altemative and think in .,ems of the second‘ |
A lltemative, which-will briz R tnto effect .he decond poim: her;e -- - ,
‘39 "Ihe price equal to the market price ge.lerally prevaiung and 5 =0T

13 paid in the {ij.eld. ,; Lt B o

11 _ We may have to acqm;e infougation as to t he general o :

16 matk;t pr!.o.e anci‘wu.en we have a need foradntemining that narket® | - e, % :

18 price e ‘ﬂ.xl f:Lnd waya to determine (/it. 1f ve. didn t ‘have any . 4"'
17 ~' need togdetemine the marl?et price, we wouldn t. 1 l‘.hlnk this i N i .

o Jlafm l;ﬂi t;luse nsg"o have by ter 1n£cmation ‘on what is the ptevail-‘d .
19 '11\3 pri.n.e. e, : M‘\ S o o / ‘
7( 2‘0 . . MR.t HORTIG. Mr, Chairman, -as y;m w11l recall, from "

2 \ reading Standard 011 Company's letter this morning -- and admit- ~ .

220‘b tedlgy, ‘this is a self-serving statemept based ‘on analysis by- the - . U {

23 Standatd oil COmpany of Cali‘mmia and _has not beenn verified °. 1
24 independently by the State Lands Comnission or the Hatbor Com- - b

28 mission, glthough othet verifications have been undertaken which . 5 -

26" _yresulted 1n our reccmenuacion == it is fele that the new con- . N

27} tract, by ptoviding ‘a broader base and ptcviding _for the highest - s
<28 average and net simply the price in one lncation, is going to ' .

' 29 . glve ‘a truer r:ﬂection of the market value. of the product in B -
30 the encita “Los J\nseles Basin and not only in the. wilmln;ton 0il B
31} cField, In canpatison therewith Standard r)repOttQ ‘as u%«t- ) "

“erice undet the existing conttact' ! " R “ ) \G‘°/
-19- - -0 TR 5o
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what effect they have “on prices as offered by ‘the price posters

_ price that a refiner can offer and: still get the crude he needs =~ -

’ordei) they were, without having to become involved in having a ‘ ' } 7 |

' fomia, these be use\d as a yatdstick and 1f ‘the day shou’d come

- must be had, then we would have to undertake the extrenely more

©
-
E
o
P

o @
w

@
vo G °

o F

- "The average posted price basis which has been used - ) s
. gince the existing contract was awarded in 1939 has ’
resulted in paymentsowhich have reflected the true
market price and has been equaily fair to both the
City and State and to the contractor._ ) < 8

9 a
. . E 2

Now, the pmposed contract, by broadening the tase, is
going to reflect the competitive results of supply and demand and
for purehases of crude 011 which these companies must mnke 1n

C&lifornia if they are golng to keep their refinerfes in opera-

ofl tion and 1f they are going to sell the: gasoline. l.-'rankly, ac

si.mple yardstick on what .is posted price -- it-is the lowest L

£o run his refinery; but, nevertheless, ‘this is a measure of.
market value f(:; the product and as l“ong as there is a measure,
and we have no other measure, it was felt that in\developlng the

8]

price bases. for ‘these contracts altetnatives were %isted in the

]

',Stete price deteminntion ‘board” or somechi.ng else that doegs not f . .

exlst yet to detemit-e every day "the rfair market value of ﬂrude . e .

Joll produced in Californ:la = _that as 1ong as they furnish a S b r

4"broad enough base of posted prices that were being dffered 1n L= o h

open comper‘ tion by the major producers of crude oil in CalL

a .a

»\

when such f.:ffers are not posted and are not~made and a8 neuure

-G R . ‘

difficult procedure of de%gmining the: fait market value of the ,
. product. e g o S
i ’ MR CRANSTDN‘ Kow was it propo;gd to do 30 Guld we heen . : r;
7 \ =0 . . T e :
forced back te this altemattve" i /J T e o )
. e ; 0y,
‘ m. HOPTIG- That i" a problem we would have to face e
at the time we gol: there. He 'have really no cokcept IS to the . DR j
mechanics Q;\d hou deeply we would have to search. He have found ; 1
. BT o (

. . = o T
= 9 °

B . s . . :
- o o
-920 - AR “
B ~ - 5
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' ptoduct.

i has a speclfic provision on(\page 3z, starting with line 27

- presmt time,

o
[t

6 S o

) s
K’/gﬂ “ A
' <

no specifications anywhere nor any deteminations by any other
govermnental agency 1nc1uding the Secretary of Interior, that

‘are ch.arly related to the prevni ting or fair market value of the

Y

A method for- making that determination would have to

be develop*edunder this contrat.t if suddenly there were not at’
least two companies posting in each of Awo fields in the Los

‘Angelesv Basin. -This is a possibility, although not a likelihood»

withif\f the term of this contract:. o
 MR. CHAMPION: e Goldin. . ,_
{%: ’ k'..
MR, GOLDIN' YcJ, sir. Mr. Cranston, 1 tan ve

Ost.arted in the ditection that you have indicated. This contract .

’which states that -the conrractot, ’if requesi:ed by the Board” of .
Barbor Comtésioners, shall promptly infom the Board of the

ptices used in valuing and the volume of oil purc;zases and sales
made by cr to the cont,ructor with respect to oil :ln the Wilning- i
sron OiI Field ‘and the other fields that are designated in the o

9 - /) \,r & .
contract. . o : . : : “ S

Now, this s the ﬂrst sfep in imposing upon the con~

e

ttactor a° contractual obligat:lon to divulge infomation, the

need for which has never existed to -date. E AR s

It J.s also proposed ~hat if and when the East Bilmn‘b%;
ton Unit hecome& a, reality ve w111 ge.. a greate deal mo:e 1nfoma-
tion Uithé re,spect to anybody acquiring an interest under that Qb .
contract, so we ¢dan build up a substantial source of amtistical

g infprmation from which ve can compute ‘generally market price;

o

bat to my lmouledge, th...sL infomation is not avauable at the -

5 >
-

_ . MR, SIERO‘IY.v ‘X would say this aﬁb, in angwer to Mr,

of coutse, he visualizes the time%nen

o - =

Ctanston s question.

i posting 1sn‘t’ done, but at the presui( time pouing my be

&

N

. 7~ ~ 21 - S : i
. 7 . )
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' evidence of a matketﬂﬂr-ice. In addition, under: this cmt!:act, )
12357. of the oil may be sold off.

off to the highest bidder, so ‘the City would have some bidding

Ptesumabty this uould be sold

ptocess. S50 this would give us some additional 1nfomtion om -

although maybe not typical of the ptevatling market price in the *

‘ared,: _

MR, CHAHE"ON' There will not necessatuy be such sal.es.

The possibility exists, but 1n opetations to- date shere have been .
=

none, _

mf)manc- Additionally, if I

mighb add of course "

the mazket value for an accumulation of small putchases amounting -

> ref:lnety supply ptoblems, and so forth, can be an entirely dif-
ferent 3'alue than can be offered competitively in the :lndustry
for 40 000 barrels 2 day for one hundted per cent; - )
A HR. SIEROTY: Excepting we have set ‘one thousand bat-

rels as beins;\ the test of a continuing: purchaser in the field.

. MR. \BORTIG' Actually, cunt:lnui-:g putchaseg:sg‘mve been

purchasing wore than’ tha*. as reflected in Richfield s letter

‘read eatl:ler todav with a request to be accorded a place.in the

_ MR. GOLDIN “That's correct, because thia nay be n
(“( = L o

/I
7

in the aggregate to 12%% o£ the product:lon because of parti.culgt .

4

l.isting to be averaged. They are teporting putcha“s in the
Hilm:lr»gton Field of 20, 000 barrels a day. o °
_ MR. CHAMPION: Mr, Goldin, may I ask another question’
"l'of go béycnq what ﬁe have :equited he;e in obtaiuﬁ.gtutther
information as to actual pri’c;s paid, in order to determine the" .
prevail:lng matket price, would that require new substantive Taw
by the s,ate’ 9 . ’ L R \
MR. GOLDIN: At the very lcast yes. \\
. MR. CHAMPION: At the very most, ue might not be ableo
tos’&et .Such 1aw? = ° ) o o < o

a
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2y and State. gThI'Ee, a review of the’ gtice structure in the last

20

“

1
ol
S

not a propet subject for 1egis1atiun.

7 appteciaf.e another week-at least, in which to take a further

Vmeeting be available before that time also. ) : s

mtter of ptivate business intq rich we may hot ma‘ké‘inquiry;
d

but 1 cettainly do not ugnt tol &ogmaticauy assert that it 1s -

™

® CHAHPION' But this is as far as we can go at

prf*sent" ' s

o

MR, GOLDIi: That s tight .- imposing the cont;x«:actual
é,—@éy "Q_S . ) B

obligatlon in the contract. . S e R

s
e

MR. CHAHPION. 1s there any further coutnenl: ot ques-

=

tion on this aspect of the contr\act? Mr. Hutchms. )
= MR, HUTCHINS:- My name; is llutchins ~- J. Barton

FS)
Hutchins. 1 am with Pauley Pettoleum, Inc. As one of those who

has applied for and received a copy oi the ptoposed contract

 from the managet of thz Harbor Depattment, wé wuuld certainly

logk at this. We would suggest if posstble, without auggestiug

that the lady be put to extva wot&, that the minutes of this - s

MR, CHAHPION' What can be done ‘about that?
(Off-the’tecox'd discussion with tepottet) 9 ‘ o oo
B HR. SP.;NCD Mr. Chaitman, I d like to read a state-

mﬂnt into the record on the City's position.c I might be tepeat- e

‘ 22" ing\myself somewhat, %ﬂ? 1 wnnt to make it clear why average
258

[

posted price sheuld be used. s oo® o
il We feel -- the City of Long Beach Board of Hatbt)!
Commissioners feel that the average posted -ptice should be used
for four: -reasons: ) : T L
A Fitst, this concepr most nearly represents the fait
alue ofv the oil. Two, 1t will get l:ettet bid for the ctty
thirtecm yeuts “would’ have tesulted in a difference of only h
17/100 of a cent per ba~te1 ftom that 1f the highest postpd » i :

price uete used. = JThe contract ptovides that the ofl should be

Q =
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valued at. at ome-tenth of A.P.I, gravity. This provfﬁicn}fin
 effact, upgzades the .value of each barrel of 011 by ayy'oxiuatetyﬁ-
three cents, It is, therefore, more advantageous to the City lnd
State than“any possible benefit that could result from the use of
the hlghest posted price. Histotically, the average posted‘pttgg
each 011 DevéldeG;;vo

wozked ve-y satisfactorily under the Long
drilling\and opgrating conttact for the past 24% years and the
Richfietj oil COmpany s Patcel A5Jthe tideland trac since 19b79

iy ; Pourth, the average posted priee will’ protect the suc-

cessiul bidder against what>1 say is a phony or non-bonafide poat-

1ng of prices ‘and because of this would result in a substantially
more favotable bid to the City.
MR. swaou- ‘Mr. Chairman, I think Semtar o'Squvans

.question was going not so mucﬁ to the average posted price or they

highest posted price, The question was whethst the posted price -

should be the basis, and 1 agree with him. ‘1 think we ought not
use th@ posted ptice as the ‘test. 1 thin& that these atandqtda
by the otliindustty serve theit purpose»but‘do not serve ours, )
We want at-least the average market value, 1f we don't’ get the
highest price paid, we should at least get the average price

paig f}d&n't think the posted price is the one we shontgiuse, “
even: 1€ 1t ‘has” beent’ used for twenty-flve years. Maybe it has
votked Well, mnybeait hasq>t. ve wantgthe reasonnble matket .
;Lice. 1 would suggest we throw away the posted ptlce, yse them

" as tests, snd get the true market value. ’
© ME, CﬂAHPION, _Have you any sugﬁestionz}bzw this can:

be done competently on any administrative basisathat ve now

h(;:vew 20 >/.s o . N - v :

=) = N, =

- - MR, SIEROTY: Yes, I doi FifSwuof.all, I would sug-
gest thgt we take the second" alternattve. which Leaves poated '

price £0t'aome\idea of value ceres

J
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‘makes 1n the field. Secnndly, if we, the City and State, ‘do

.6aybe“othet w&ya. - We will find w:iys I am certain, of deten/ n-

_any of the fields., That is their-own business and tﬁe; :‘c:i‘:ert&inly

&
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v
L

o

0

e
oo
o

[

- MR, Cf!AliPION: I am speaking of the mechanics.

’ MR. SIEROTY: I think the staff of the State Lands:ggg- ’
mission would have to find ways of finding this value. As men~
tioned’ g&rlfer by Mr. Goldfni let me mention tvo sources of
infomation we have. On page 32 of i:he conttacit, as ut.“coum oy

mentioned the contractor or any other party who is a part of the

take advaatage af this 12%7 s€l1cEE provision, this would give 2 4
us some tnaication. Now, we may have meetings in whj,ch we will

ask indus try people to give us informatior on chgir sales and /'

ing this infomaum -- as’ the State ﬂnds ways of determining .

other 1ntotmatLon. R o L el "

 MR. CHAW!@: Would you like now to speak to this - »

point? ° | - o o ,AJ

MR. SPENCE: I think I would be only repeating myself ;

on behalf of the City when I say there is no vay we know of that : a

we can onc‘e third parties, intractual patties, to reveal to s
L

or to the State or afp- body else what they are paying for oil in

have no intention of telling us vhat their relationship is with \
thei'r purchaser or Seller; 7 A ) e

MR, CHAMPION: As I understand your previous ataeanent
I a/ssume the Standard letter and other, conments Bo to this. 1Is ’
there a substantial question if'we léave this in an uncertain : . "
arca, that this will burt the bﬁlding sityu jﬁion" ‘ @

MR. SPENCE' Not only that ~- X don t know who ia

[

going to bid on this contract unless you have an average posted
price. . : b SR
MR, CHAMPION: This 15 3 familiar problem of State

A
-25 - 7
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1§ povernment 7~ the estgblisment of an idmtnt‘stzr;tl\fve_” standard L ’ 0‘ |
2 { !;'hal: is ascertainable to people not in Gov;rri;:ent. for pu’ieoses? U
3 [ of making a business degisio\ i ) )
4 SENATOR 0 SULLIVAN. What companies have refused to
6] bid on the highest posted price? o e
8. MR, SP“‘ME' Standnid ei}l- has alrend‘y. done so. ) b o
X MR, CHAHP'ION What is the objecti,on to the\Elghest 2
85 posted’ pn’.ce? .
) HR. SPENCE' 4ém;body else in thg engineerholg sectibn»
‘GR\ will have to answer that, I am not famil/ar vith-that." .
‘11 ‘MR, HUGHES: Te tmuld be far more di\t\\ﬁculg to deter-
24 _mine the ptevauing market ptice. , g ,\0' o .
13 SENATOR 0'SULLIVAN: 1 didn't ask that, % f
14f MR. CHAMPION: The Senator's question is: Who has
ib tefuscd} to, bid on the highe_a:L r_;::asted price? - 7 V
8§ - MR. SPENCE:. I don't know who has refused, but cércta;;g-

171 ly any.interested bidder would adjust his bid accordingly and

18] bid a lesser amount if he were uncertain-as to the ptlce he chld

n o=

20 . MR, CHAMPION: I think®the answer to this, Senator, is.

21§ that this is a‘new pr;pesa,l« .and nct one to which we have ‘any.
N )

. 22§ 1industry response, “ N L , S =
231, SENATOR O'SULLIVAN; May I ask another question:. Do % o
24 any of you have ipformation from any of the companies that they o,
25§ won" t bid at the highest posted price’ : : o S
28] MR, HUGHES: - No, sir. 1 don't have any 1n@omacion Q

. 27: from any company they won't; except they wi\ll adjusz their l;id , s
-288 downward on the basis of the highest posted price ~~ one company
20] in addition to Standard.. ' o RS T 5 -,
Jop SENATOR o' SULLLVAN; Any others? L ‘ @ ©
31 SR, WoGHES: Not that 1 know of. 0 a ;

© SR
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“existed for the past thirteen years. * g
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SENATOR O'SULLIVAN: Any of you know of any other cem*

|| pany that won't bid? You say yoa lost the difference of 17/100

o MR, HUGHES: Of one cent per barrel, a

_per cent ..... , =

SENAbe O'SULLIVAN. »ee Over the life of the\;onCtact. o

What does that amouqt to in terms of dpllats’ L .
. MR, SHITH My name is W. A. Smith, with the staif of.
the Long Bgach Marbor Department, It would appgpx;mace $300,000

o . S
[

over the life of the contract,
SENATOR OfSULLIVQN: Prospectiveiy or fettospective1§P .
MR, SMIIﬁ: This is the historical difference which has

@

]

~ 'wSENATOR O'SULLIVAN: Was that application of those
figures made prospectively or retzospectively? '
MR. SHITH. Prospecti\gly.
SENATOR 0 SULLIVAN; You don't know ygat it voutd be
rettospectively -- what it Lruld amount to? .
: HR. HORTIG: “If 1 may amplify. Senntor-o Sullivan, =
there is, of coursa, the ndditional feature in the proposed con-

“tract that s under consideration =~ one under which the Citykgnd

.State,would gshare in the percentage of the net profits. :The

highest net prcfits bid would receive tggkfwatd of the contract.

Under théieocitcumstauiiyg then, it can be reasonably expected,  °
" that with a certain price base, even though it be a lower price

abase, that a. highet~petcentage of net profits can be bid -~

without the necessity of taking insurance on the bid by any pros-

0 =

/y' pe»tlve‘bidder to take care of vagaties in the ptices and unpre-

dictable varlctions in the pticing, if - the pticing“is to be
determivied by any -cther procedute than,that ‘which has been

: standatd 1n the industry frt as long as there J&S been a pettcl-

eum industry in califotnla. - -
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MR. CHAMPIOH: May I say one thing? 1 think what the

Senatot’asked for could be ascertained on- the basis of this dif-

'_ference; You ahould ‘be able to giveiyim a figure without too
much difficulty of- what historicnlby that uould have mesnt over .
the 1ife of the old contract. i ] e ‘ e

. MR, HORTIG: This {s true, but tﬂe problem before the
house is that under the old contract, one pffwgiqﬁ@ﬁas awarded
at an ogerating pefceatage:of foé%teen and a fractio; ﬁéz cent‘
and another at about five per cent, leaving for the City about,
ntneéy-ﬁive per ce;; - h-d thet contrdct at that time tequited

- §

‘ o .
htﬁﬁeﬁtpoated price, how much uauld the ninety fivc per eent/
12§

L‘/

been dlscounted? « 'R
( #

& MR.};HAMPION-~ Yeu can qurround\&be flgures witb what-

ever qualifications you wish,. but I think the Senator is inter-

ested in that figure. 1 think all these consxderatlons can be(;
pointed to in. the meaning of tbat figure. but the Eigure s, _~°

e

guite nseettainable. N - - W

MR, SMITH: The figire'is ascertainable -< 250 =i114on

barrels of oil on ;hé‘L B.0.D. contract -?‘if you apply the 100

cent it would be somethlng ground §$400, 000. elcwnuld 1ike to - —

CUOO

‘ point out in addition, Lf.we agree that any ptbspective bidder :
is given a nondefinitive basis for the value af the oil, 1£ he
protects himself agninst this -- which 1 think it 15 reasonable”

=0

=to expect -- that a difference in his bid of slightly over one

tenth of one per cent would more than offset the difference that
“we are speaking of . generated by 17r100 oE a cent_per barrel; ‘and
"1 he, wete to protect himself to the extent of one per. cent. ib

would be talking of a loss to the City and State of two and one-
helf million dollare... .~ E N

5 o o] . \x
MR. CHMIPquJ )‘ﬁan“yod. = PR

SENATOR ©' su;,uvaxv- As I understand it, the position
' @ : R

@ . g o=
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\ A T
' of the stafﬁ/and the Long Beach Harbor Departn-en* is that 1t 135 = e
impossiblc to ascertai.n the market value of oil 1n the“wumi gton
or the Slgnal Hlll Field on any particular day at any particular

t‘.me, in any particular month ‘with any degree ‘of accuracy. o

&

MR. srsucn- .On the basls ‘of the price pax.d. .

SENATOR O’ SULLIVAN' 01 the basis of the price pai&" 2

MR. SPENCE: Yes. . el e o )

SENATOR O'SULLIVAN: There is no-market -- there is no N
tgublic mcrket for oll that 13 ’availal(;le to the public, that is. ° s
 baged upon actual sales; 1 that right? L

MR 'HUGHES’ The majorpurchasers in the field are post-
ing and ;Je know that that's the price that they are paylngqfor 0
" the oil:° That. determines the market price. ' ., C o v

o SENATOR O' SULLIVAN: Hay 1 1ntetrupt and_ ask: 1f you . -

don t lmow vhat thcy sel.l for, you don' t know whether dny trans- ) o E

action ever takes place under the posted price? " o T
) HR. HUGHES' We k-low that they have agreed to pay the

;.price ‘they are posting for the oil and that they are purchasing .. ©

oil 1n~,the field and they are paying that price for-it.

°0 . o
7 SENATOR o' SULLIVAN' .18 there any requirement uhen they = » ‘ .
posl}t tl;mt offer- that 1f lt is acceptgd a contract be mede?. o ) '
MR. WJ\HES' I know of no instances where t;ey are. e

paying more. e ’ ° o

e SENATG{ O SULLIVAN' ls there any tequirement that if ’

/ they _post an offer that they actually consurmate {)sale"
"R, HUGHES They ﬁdon t have te buy the oil, no. -
smAjfcn 0'SULLIVAN: They don't have to buy the of%? .
. MR. HUGHES: No. - % T N
7 SENATOF”O'SULLIVM! : - And no seller has t/;/sell any oil
at that prlce 1f he didn't make an offer? . = i ¢ o= /
MR. HUGHES: He doesn’t have to sell and the buget .

N - . =F

N /// ) . i ) .
5 i - 7 5
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‘doesn’ & have to buy; but if he ddes buy, he has to pay the posted
ptice. . ) (,;‘\ o :
SENATOR O'SULLIVAN: If he buys ;r=ne=w:l.11 pay the post-
"ed ptice" . ' ‘ '
- MR. HUGHES: \ His posted price.
SENATOR 0'SULLIVAN: How do you know? I
i : MR. HUGFES We only know from selling oil to pur- -
chasers who post and they do pay the posted price to the City.
? SENATOR O'SULLIVAN: “And you have been selling oil to

them Land they consistently buy at the posted ptice. is that
right" ‘ 7 3 =
MR. HUGHES:

:)

Yes -- based on the avetage of the prices
posted by aarious campanies in’ the field. ) O 3

i

¢ SENATOR O'SULLIVAN: Then sometimes they don't buy at .

their posted price; is that right? 4 A

MR. HUGHES: 1It's possible- but 1 don_l: know of cases

where they are paying more than the posted price cr less than
{ 0
Then. almost: without exception, 1n

the posted price.
7 | . SENATOR O'SULLIVAN:
Ayour expetience, they have purchased at the posted pt:lce, is
that right? '

: MR. HUGHE5-

SENATOR o' SULLIVAN

Hell to the best of my knowledge, yes.

o.

know of? o :

N »MR, HUGHES: 'The only transactions 1 know of are the

ttans'actiodﬁ;g doun in the Harbor area of the wilminglén Field';

SENATOR O'SULLIVAY:- And how many barrels of oil were ™
%% ynvolved? s T

i MR. HUGHES: Well,

=

53 ]

day in the/llatbor: area, in the llarbot tidelands thete 1s about

o E =

there i8 about 40,000 barrels a e

15 000 harrels a’ day on the City tidelandih \g\wf’ N

> S
© < -] O '.A:‘;% 7 (g - <
@ © B ) PN -

o

.How many transactions do you .
: y o # ye
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°1 Tz : %SENATOOR O'SULLIVAN: And do you manage the sale of -ali,*‘ B . D
2l “of o3z on the City tidelands? . . = . Y -
7.'32 - , HR. HUGHES: Yes. gt s under & ¢ tract Jthat is oper® =
4§l ated and administered by the Harbor Bepa{tﬁe;t. o
5 : SENATOR - 0' SULLIVAN. Does that conttact: require thﬁt . , 5
5‘ they cake it at the average post:ed price" o = .
4 . «<MR. L("HES The average \Lf the highest: price paid .
2 g bys the contracmt fot any o0il in the field. ‘ . |
9 s SEHATOR 0 SULLIVAN: So under th;t particular arrange- ° o
10 ment. they are requited by a conttact to take it under the T ‘ B
711 posted pticg\’ ) ; ® -8
12 ' =m:;' HUGHES: Yes. o - o
13 © ' SENATOR O'SULLIVAN: Is that right? ° s ‘
14 B ) MR. HUGHE&" 'l‘hat s correct., :
156 SENATOR O'SULLIVAN: So that your evidence would not ° - .
16 obéain to the situatiéﬁiwe have ;refet;ged tc here, um@d ie? C:;
17} " MR. HUGHES: No, it would not. :
18 SENATOR O'SULLIVAN: Thani}}ou. ,
19 - MR, SIEROTY: May 1 ask a qu:estioﬁ? * Mr. S:;:e,:nce,‘QO 0 ,
20 >yvou know whether thg City of L’qni Bgach has Vqthg\o\il wells on - Q
21 the gplgngls from which it receives revenue? ¢ < '
22f = MR, SPENCE: Yes. °© | ’
23 MR, SIEROTY: What is the pricing mechanism:there?
24 : MR. SPENCE: I can't answer that. but I thinl,sf*tvhere - )
25{ is somebody here that cam. Mr..Lingle of the City Attorney's - 1
20| Office is familiar with this. “ |
274° MR, LINGLE: We have some where we have highest prlce.' w*
o 4 .0 y
28 'Ihose are markedly different type contracts. : « B
2& MR. SIEROTY: Highest posted ptice" ’ Q‘ - o ) . ,(
:(SD  -17 . MR, LIMLB _ Highest ptlce posted and pai.d in the ’ 3
31 fleld. : o ‘
g e " o TA\"' } :
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SENATOR O'SULLIVAN: Posted® and paid;

o MR, CHAMFION: In what way are those contracts

dgifferent? . s
' ) MR. LINGLE: For 1nstancé, they are siﬂiig:’tg your

State Ieases, where wa put something out to lease, We had a
small field or small amount of oil and we had nothiug like the
vast amcunt of oil here, _ It wasn't where sa(%eboﬂy was buy;ns,
oil -- they were going into the exploratory aspect of the oil.
1f they found oil, it more than made p -- the price became
insignificant, I shouldn't say insignificant, but it didn't
have the total effect on the market of thie ane,

SENATOR O'SULLIVAN: Are all the Cisy of Long Beach

‘ contracts tied to a posted ptice? ® o

S MR, LINGLE: I couldn't Speak fot all of them but I

kaow ahcut a lot of them, I haven'_e any knowledge of any that °©

<

aren't tted to a posted price,
Some bf them are highest pnsteﬂ

2
price? ‘ &

Hi, Some of them are,.

. WR,
net profits, G FR - \\\’
. }@g QQANSTON Alan, wouyld you amplify cn your stjze-

LINGLE:
SPENCE ; e °

There is a royalty. They g7e not on °

=

‘ and below tbp postad price? . ey

L HR, SIEHDTY: I ‘helieve if we go 1nto “the testi-

t/’

Yes,

5 mony pf the heariugs which were held on the East Hi!n;wgton ' Y
< Fleld, there was testimony ‘that some people pay up to tsq centu
¢ /g-:re poqted price or that thgy ;egeived lower than posted

fpg%ge or t:g;g o1l. - 50 I think it ;aises some questtun as
;‘wﬁéther thé pbsteﬂ ppice is the p:ice that 1is pgid, It.mqy he . ‘
an»offeriqg p;;gg, but tbe question artses. Is this the price “
o 3] ;‘:‘ =
B _,3;2_‘. 0
i 12

<
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e e i e it

5
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A fihat is. gam? ' o LN, o = e,
B B \\ “al . c M. ('IF-ANSTON, I haveaqns other questien I'd ]g,ke,rq
o= P 31l ack. When I asked some time aga as te how% would asce!tain
> o ‘4 the pzr:ice equ&l to Fhe mar:(;{et. ptice gene:nlly prevniling gmd pald
)ﬁa in the' field under alterna\,ive (25, the c;lause at the t-o(;rom gg
gl page 32 (line 22) was ci.!:ed as cne step ;owgrd that, ° suppo‘gmg
“W\ ° 7 i thac vere. the zmly measure oper te us, haw ':?u,curgce a measufj.ng
. O B atisk pmuld that be. ‘
a . MR, HQR’!-‘IG. Qnan enly answer thav; thnq: particular
S ¢ P‘m*wa werience wabrs., pe aongewhexe near the prevauing
-~ ]__1" » m }:k price' His PﬂEEiculfil‘ requiremeqts at the tirne, hiy p
o 12 g-’ ﬁnety demaﬂs his other- ccﬂmim\n\gg mghc have nim a con- {/
o . k;; ideza}’le ditﬁerence ahiove or. below wEAE mlght be ‘considered by ’
. &, : ;4 an etoncmii)g, as a true. market valua. Even Wokster's defi’.‘\ition '
o 15§ for Wa!ke‘% Vﬁluﬂ i1 "The average value of 2 commedity in &
Z v 16 > 31‘"3“ mu;kec dyring & Short Pﬂrigd pf time," w}sich %8 ce;cai,nly
213,!7 uu: expezien"e in !;he Scaca Tands G‘*mmigsiqy”\a- havmg royalcies
pED Y calewd ated ‘o pested prices by purchasers irl che ﬁield. emecly
1;? 3n agcqrd with this definitlon. . @ {;’;;
PYLY SE MRy CR&\NS’GN. Would cshis, at times refledt snly a vel,-y
o 21 * smail pewexvtaag aﬁ what was: agmauy occurminx,? 0 ”ﬂ *
E A 22 \Q MR, ’30RTI,G7 LIi; wquld, Of course, vary\gapendigg upon ;.
. ayj. the rﬂtativa quantitiea of oi}d baing pmduced in the Lo§ Angales
24 | - Basin and on the Long Beach. :{delandﬁr It is for that reason,
o N\ QJ 1nﬁardar that a small. pt':"x.&)tage could not cgncrol“ the entire
T gg‘ sit;uat,ion it was pwpogn%tbac this broader bnne of ,ghui,lgr
S & Stlotn ‘the Los Angeles Basin, by pmdugouz/au of whem coptri- )
.. 28 : bute to the aupply in the Los Angeles Basin, would be used as a
O - mora realistic masgze of the economic vcﬁ‘lue of chd o1l in the
q \& 51(3 Loa Anselas Bagin ami not g_il!lply this Long Beac,h OLL Developven"
[ 314 o Bu:bmf tideland davelqp?-;n:. . i
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1 v Ty HR. GRANSTON. V!{o;,x do indicate w@ could be misled 1£ O
2§ wo wers to roly tetally on thia as nm\egsuring stick? © -
st \m, HORTIG: The one opmmt:or alone, yes.
4 ‘ ﬁR. SNITH: 1t dopends on wha tho successfuL bldder 13. =
5 *:he successful -bidder mighc bg}/\ nﬁspbady who i1 buy:lng vez§ little /
g§-in the 1% Angeles Basin, You would have an exttemely limited .
7§ base to establish a price, & o - o )
8. MR, SPENCE: Thg contpactor might not be buying anes
8 barrel of oil under th/!‘.s cantrnet, ‘ v
J08 MR. GRAHSTO!\G =The futcher apparent facc {s ihat under
ni ptcnen: iaw ‘we might tu: unaj:la to gnin any furthcr accurati ino ) . ‘
yal formation od this aub,iccg{/ R o=
13t MR. SPERGE: Yes, air,C 1 certainiy ngree with Nr,
14 G@lﬁiu 8 vemarks abqtts cha right to xequix:n pri\mte pnrties to
15 ﬂiﬁ;:luy or &isclan this intomat;.cn« chsaid he wasn ‘t dog- ‘
16} matic on tba aubject. “I'11 go 8o far as to say I nm. Idon't @
171 -think you can. ° o V S .
18§, MR. GHAMPION: Are there any comment§, questicns.or -

\"1.3 ~ smauinna to.come before the Doard on this subject? == o
207 ¥R. SIEROTY: On the prLgiBng or op the whule? )
A MR, CHAMPION: On the whole subject of the contractso .
22 ; o MR, SIEROTY: Yes, Mr. Sp:.ncc. let mo ask a 'few quea-jﬁ»,

ns ?iona about chu reasons why a gross prefits clayge wns not in-
24 elucbd In the contract, This is a net prafits. contract enly and
25§ now 1 undal‘sgand cme of thc reasons that was proposed i\kchat at
. 3&% 20B0 point the tcmf,nacinn clause might be exercised sarlier {if O' ]
27§ there vere 2 gress pmfi tut othcsr than that, 1 understaad .
38 thcrc ar2 other rcaaq 5‘, I 'd Like you to expnnd on :hat a leele
Qa‘ bie, © 7 : o L, o .
30 MR. SPENCE: " That's merely a palicy matt% 1 don t o
.31 m&ka\che.m pnlieieg;: 20 111} let aomehody else answer that
gucstian. e Voo ) ”~ ©
1-“ - o i
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hww vould that affecc it? .

in a bettesd bid

¢ -0 ’
o ; <‘]\\("§;\ - o
a ;;;=sﬁﬁ/i | L . -
MR. SMITH: CI wouldvsay the basic reason for making

this a net ptofirs con:tnct 1s to make the conttactor s interest
as néarly parulleloas possible with the 1nccrest of the City and
in qthe: words, make him dcpendent on profit for his

remuneratinn. There was one ‘statement you made eatliet which 1

don t bclieve is quite accurate. I kelieve, in fact, 1if we had-

Qa.cgntract based on gross iq;ome -=- a percentage of gross or at

leist>pattro£ the remuneration based on the gross --\it would
ptobagly té%%%t in later termingtion rafher than enriiet; and it
was’ resolved that in having the contractor's interest identical
with that -of the City and State would result in the best A
oper;tiona . | . ’
MR, SIEROTY: On this poin\ what T was thinking about,
not to-elimiuate @he net profits pictug- but to have a gtosa

Aoyalty -- guaranteed minimum. Let's take a figure of 16-2/3%;

By .

Q
51T Our Oplnlon:ﬁﬁﬁ;u not result

<

¥R. SMITH: Vell, thi

s

-

fﬁcm the standpoint of the City and State; and N

if you &re talkiﬁg"about a guaranteed minimum to the City and
State, that 13 true. It'wnffé;;esuit in eatlier termination.
9]

of this agreenent the city, through its Board of Harbor Commis-
\

. sioners, will acminister the operation and the~contrnctor'has S

little or nothing to say about the opetatian as ;at as the major -

~ expenditures ‘and things of this sort and 1f he has nothing to - -
- say about it anmd cannot control the profitability of the opeta- .
tion, it does aot sSeem righ: for him to have to. guarantee zhe

i Cicy’ any'ptufit. : %

] MR, SIEROTY: Well, let‘/ay in the first ten years
el
of this contract,-- wouldn't you anticipate that the c% y and -

State would. _be teceiving at least 16-2/3% of the gtcss xevenues?
& o -

N

" = . B ‘ - 35/ - )

O O

3

I thlﬁk it should be kept in mind that undes the tetms
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MR, SMITH: That iIs correct. .
MR. SIEROTY: But you think at some future time it
misht be leés profitﬂable, and thereby termination would f;econe

2

earlier? ‘ . N ‘ ,
SMI'IH ‘That 15 correct. “uring the 25-year term

of this contract we anticipate this operatxon to certainly, 1if °

not reach, at least approach termination due to economic condi- °
4 = ES

tions; and a 16-2/3% guarantee-to the City ‘and the State would = °

L@

Q

wove this date forward by £ive or i:erha;ps ten years.
Q MR. SYIEROTY: 1In otker words, you think thisomay be
yroducing less than 16-2/37%? //

c

ey

MR, SMITH: _That 1s the probability; that. is correct.

" You must ramember we are in the second 25 -year 1ife of this. -

S

j o
:field so we aretslking about a 50-yess X life. /

S ’ MR. SIERO’IY. The reason I thcught a gross profi.t
might be a good idea ie because I understand we might expect &
some very higi bids in terms of percentage of profit: retumabi@
to the City aad State -- figures of 90, 95 and even 1007 having

beep mentioned. Now,” 1f this is so, that we do receive such

]

bidso in the high nineties or even 1007 or anywhere in that area, S

the interest of the contractor and the City and S'taat:e 15 not
- - ]

identical. Actually, he has very little interest in the net
profits. They may ﬁe entirely secondary to him, ‘He inay be

intarested primarily in the supply of oil and Agﬁl\l\e question of

: N : N 3
what profit hia, is going to make outjofcthis contract may -be
very mimportant.f\ >

Y
So; therefore, the reason I thought the gross ptofits

right be smething we couid-consider is that it does protect:
T A
‘ihe City and State; at least it gives a mﬁnx‘m.a here, and it' e .

just & further protection ~- and I am juzz throwing it out for =7
\ ’ > . . e .
further consideration, © o= - .
Y r o B
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MR, HUGHES: .I'd like to comment on Mr. Sieroty's
statement. One reason thatwe regecte%the idea of a. guaranteed
minitym to the City and State was because wz felt that it would
) a&versely aftect the net profits bid that the contractur or thes
bidder migh‘i: make, because it will reduce, then, the money avai D>
- able for reimrusing the contractor” for all of his expenses and
- consequently he will take’ that :lnto account in making his bid
and I believe will submit a lmaer net profit bid to the City

S

and the State.

MR.° CHAMPION: Do you have further questicns, Mr.

Si‘eroty?‘ k ;
: MR. SIEROTY: I don't have t‘us before me, but I

\’.)

. Tecall that in the contract thern is a provision regarding sub-

contractors. At the present time, under the contract there is no
tgquireuenééthaé xbes;::be vput out for competitive bidi;:ling: ‘
Maybe you would like\to comment a little wal(:)toul: that. Under all
State and City bids, competitive biddlng is required. 'Where
vthe contrglctcr has very little interest - ‘and this may be un-
\trj:ue, but for the purpose of this gquestion assume that theikccm-
tractor comes in with a figure;”f 98 or 997, so I am saying_he
ﬂ;T_veq 1ittis intérest in the net profits -- he“‘has very 11tt1e
interest in maintaining a low cosr? gpera;icgn, and the &warding !
of stibcontracts can be a very important aspect of this operatioﬂu,}i
Subcontracts could be awarded that were Very lucrative to the
sunconttactor and where the ccnrractor could receive some bene-
- .i.} a: Some othet time from tke -subcontractor. So 1'd like you
- ta comm - “t_ cn vhat protectian provisions thers are in the
contract. i z 7
: M. /SPENC . First, the Board of Harbor Connxssionets °
conttols these ope!:azions and ma}ﬁtu:ES' secondiy, 1f the
%g,a),g%'of Harbor Commissioners iﬁter{nines that any ‘work_ under -

\\\\~ - "’k
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. Harbor Commission alone, I can imagir{e your comments.

o
a

o}

this co'u:racl: requires ccmpetxtlve bidding, they can require the
contrac;m: ‘to submit it to formal ccmpetltive ‘bidding.c At the
ptPSent, they get informal ‘bidding and they submit that ..o the
Board of Harbsr Commissioners for approvalj and it is anticipated
that the same will zrevall, as a matter of administraticn, under
' this contract. In any event, as I pointed out, any time that the
Board of Harbor Commissioners requires\?‘e conttactor to put thi.s
sabcontract ~ork up to grmal competit:we bidding,- they. may do so.

MR, CHAHPIO!\" May I ask what volume of the work done
p:esently is um:]et subs" ®

MR. S}’ENCE: I'11 have Mr. Hughes answer that.
¢ HR. HUGHES: The paytoll is about the only exge_nditure .
that the contrartor makes duect‘ly.' That runs abouf $256‘ 000 a
month and the average expe\z}c:.tures I believe, run around eight
or $900,000 a montk. That's all sub-contract. I'd like-to add

hera that if the contractpr were required to put everything out -

to bid -- all 'seilvices and all ﬁuréhases:-- it would become com-

. N -

N ¢ PO
pletely unworkable. . v

SIERO’IY Mr. Chairman, there is a provision in

m.

(ot

the contract that the Bcard has the sole discretim’r to require

the | cntr:—xctor to submit items for public bxdding. Haybe it

. 7
might be advisable to be the 5ub3ect of .one of the side agree- \g “

ments Mr. Goldin has worked out. 1don't know whethe; this \/J

would bé legal for us to do or mot, but it-would be something to

consider. = e . ¢

* MR, CHAMPION:. Wei]\., if it:woulg be unworkable for the

What are

- your comments? 1 think you should be more Spe/g.ifié than to say -

= N

ir is /mworkable. ' , . ) S
// : ‘

¢ MR. HUGHES: There are so many items and equipment

that have to be purchased for oil epetatians, there are C;o many

- 0. B e

3 e ’ : o
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'o,n 8o many items of equ;pmenc, I think you dre gping to just tie -

for approval. Many larger 1|:ems or ‘major ccontracfs, subcon-

, are mmer /us == hundreds and thousands - eﬁ small items that P

o = & Q
P i i :
sarvices that have to be performed, thal(:‘,\to award these on comy S

. v 9 -
petitive bidding in every instance would keep the centractor °

continually calling for bids, We have ﬁrobably six or »seven o - o

hundtegi/ supp&:y companies from which equlpment is purchased of g
one type “or anather, and t‘f\E;:e ls almast that many different Lo
service tompanies . tbrt are require& from time to tlme, and - - S

where you are calling Eor competitivg blds from so many companies

ygxfr hands and do a poor job of aperetipn, . "

’ "'HR. CHAMPION: Do ybu have any audit review or Jny- ’
thing comparable that gives you a good idea as te whether or not. N

those subconﬁ?acts are being let at the proper level? . , o

@

@ MR. HUGHES: ° Yes, &xey are uudited all the time and & <
they are all ap‘proved by the Board but in many instances the . . N
contractor-’takes quotatlons from the veadors -=- Supply companis, ‘
service’ companies - arjx}\u‘x_hen submits those ta the Harbor Board :

Eracts, are avarded on the basis of eompetitive bids" but there

&

Hould be very unwieldy, . < S

- MR, CHANPION:a You do follow campetitive bidding Of..ye

L
1
) ,

HR. HUGHES, s+ major items; <( _
e’ HR/Z GOLDIN:  Mr. Chairman, Sgction 1 12 4 requirns that °
)’7 - g
the c(-.gtractcr is precluded from profiti\"\ from purchases, o ‘

‘Ihere is an obhligation iwmpgsed upou ‘him to.buy at the lowest

net: pnce ‘and he must get i ﬁ’ thest neL price when he is selil--

ipg. It seems to me-that it isn't Eoo difficult to acqulre ' , .
evidence from sogjebody m.lling to g\e the City better dea!. N é
. 3
5 [

in which event ther&may be g default under the terms of the o \ ‘

agresment, . : : < a A -

MR. G@HPIQN Let me ask you, Mr, H§:§ig, in our o
o §) ) Va ’ q R

y/

a

2 B N .
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review of the operation as it is now @onsticuted -do we go dee ply:

7nto the vperations inpur audit, in ordet to nave any rationali

Judgmelit in this7 ~matt:4=r? o }

3

@ MR, ‘KORTIG: At least, Mr. Chaitman. ou a Spot-qheck

/baszs on the day te day opera..zors in these purchases and

handling of vari,ous services, to ascettain that theéy are’ heing

a

/;gquxted at a current:ly ressonable level; and we have had nec

reports that I can recall qut of our audit reports ~here any of
them, ‘even in the minor items ...0 L0y

MR, CHAMPION: This is a spat ay di‘t?

MR, HOR'-I’IG; That is correct' and, of cc.urse. the

major iliems which should requize’/ detaued auc‘it and hud sub-le- °

2
quent pﬂvments are awarded in g;l.e first instance on t,he basis of

competitiva bidding. ~ :
HR. SIEROTY: Well, I think mayba semething could be

S

made & li%tle more spenific as to what is a majos 1tem, perhaps.
Haybe t;‘\ete 1s something that zould be done to_ assure that there

will be comperitive bidding on some of these items,

o - MR, SMITH: It would seem to me, 1f this 1s apprup::late
>ax: all ‘Jt?mt this should be:the suB}ect of the so-called side

agt(z-ements, We feel that this agreement which is bhetween the

’Boat:& oF/uarbot Commissioners and the progpective ccnttactor,

givre/s the/ Board of Harbor Cozu\issioners the right to, require

competitive bidding cn any il:em and it wpuld._segrve no purpose to *

ntte,mpt to\\specify in here which of those items might be re-
q‘aired to g\\to competitive bidding. Theg/e;b is no way of knowing
what tvpe of cperation we will have down there in twenty years.

There may be new processes, new equipment ¥hat ¥ ve can't even

=

ﬂ/ e

° MR, SIEROTY; . It sounds like‘a good suggestion. s

o)

MR. (}HAHPION: Da you have ahy further suggestions or
queétions?\ ‘
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HR SI"ROTY One mm;p/prﬁblem What 1s meant by T
~unprofitable’ in Secgicn 4, with thi zight to términate? N

Mm. SPENCE: I can't"’answe: that any othegr way th;n %
the~words tbemsc}.ves. I-Ihen it is no longer ptof* tible for ther 7 : ° o
Tity to cong:inua or the csntractgr to centinue. o i ' o, |

MR, SIERGTY: ~You can "t be any more specific “t,han E o

&

MR. SIEROTY: Not on this. Section 30... has to do =

with the contractor’ 8 right not to havs//é make expenditures if : Ec
e ° |

the amount of the expenditure wouid be greater than could be 4 .

= o

reimbursed in sTx months. Zs that because of the temi-*ation _
clause? Does that tie in with’ that? : .
MR, SMITH: Yes. o ’
MR, SIEROTY: Now, che City can go shead and make the
expeﬁditures and ¢ \latge it against;he contractor? . ]
'MR. éSMI’IH nodded. _ : e S p
MR. SIEROTY: - On the question of .the 1237 selloff, 1£

_ the City should sell this off I wonder if any thought has been
given to the situation that could arise if the City should sell

it off at a price higher thar the price we use as the ga/ﬁge for .
pricing out the oil that the contractor takes. wbuld the Ci;iy

o

> be ma!dng a profit; over the operation or“would that all be . =

" used in computing net ptofits." So that in the event thit we

were to get a higher price for any of this 12%’1. the difference ‘ ¢

” of the valuation under 18,3 and ‘the price we are actuslly gettirg

would accrue to the City snd State anne. ' o

» - &1 ~

' atttiButable to the fielgd? , g =T 7 L ?ﬁ
- . SMITH: If you will refer to page 31, 18.2, 1 . - i
think it i1s rather specific, on Iine 4. It says: "If taken in - 0)
kind by the City, such oil shall be valued in the’manner hetein- o
after provided in usuhsection 18, 3 hereof and such value shau be - o 4;5’2
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AMR. SPENCE: “No, sirf- As a matter, of\\cht,/ it is
either prnfit:able or it isn t profitable The bopks amt'.;recotds S
Jwill show that.' - /{/ ’ . 2 ,i
M. STEROTY: w»ui, what is the test of proficabiﬁtyz
© MR, SPENCE: The questlon of shether they are losing: iy
money or miking money.. -\‘ “ Tera g, o ¢ 0B
HR CHAMPION: In other words, the factor of velume ‘\: >
weuld not eﬁater ‘into it. 1f ti% cont::ac‘tor shou;d C,ﬂo::t:m:naina/ VR ? C QT
thu!: ‘the volume of oil 'did not interest him any more, *that could . \ l ”m
mpt be used a8 determination of "non- profft;ab’e. u 7 ’/ / L |
o MR. SIER(YI‘Y' T would bet ‘this isyvat leastas indefin- ) RSO JJ( (
‘ite as any proposal ve 'mve on_the market price of,the oil ~=° g e O.i{ '”
the question of "not profitsble,” and I don't know r.mether it v o o”
can be made emy mare specific but I am just saymg it is goirgo to N & C
' be a problem, - - > o ’ L .
) @ MR ﬁP.AHPLON: : Is/rg't that a gallérs éjnd ;eq;s:pgopiézn? : N ’ ‘
MR. - SMI’I‘H' -1t seems to me it is a factual éeéet‘;f&na» F :
tion - an\audircif, the corpora"e bopks would 1@0/‘1:? !that. \\ Q o . p:
20 MR, SIEROTY: What plan will e haye {f the contrac= Y = ‘“(
tor te\rminates on this basi 2’ What can then be done" L 5. \3/ 18 S
0 L MR./SPENCE' This is what we would pxopose to do-} We A ) f{/ %
would propose thatrwhen it is that close that e can anticipa,l;e ® \32 h /_‘U o
such a’status, that we (that is, the Board of Harbo: Comamis s;,on- ” -
. ers of the.City of Long Beach and ‘the City Attomey s Off ce) P e &
will have a: draft of contrack that we will have ready to submit’ -
for the process »such as we have under this f?ntx:f\ct' sko” that ”
uwithin the 180 ~day period we<can get ouE another contract and (\i
’ have it: rendy ta go. . We can't nnticipat:e what kind of a cori- nl\\\ ) : UH\\D
fract it Will be. It might be so far dows the rdad ‘that ££5 Wil = o 9
be si,mp].y zws*ripping wntract or some( othex kind of Ccrmt:ut‘act - - ) ' Ui//
>,1:hal: we can't anticipa&.(; at thu time. It would tequire . A A § r;: N
ny v N & o ( w o
. I ~ — 3 x
B ) \ ,, - . $
o - - o S - At \“U Q‘ =
S =4 i P & o
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‘:33 considerable tho‘ugh\tﬁ We éuld h/;‘ve to vpdate it from tinie to . o
.2 time as timz went= on, $O when we got to the point we would have G/ij_
;? / 3 s@ething ::oncrete to submit l\o ﬂ1e~-Landq Commission and ‘we ) N
& 4| would anticipate that ‘from time to, time this type of\\proposal ‘ . ¥
K 6} will be submii:tnd)/by t:he City to the Stat:eJ Lauds CnmiasLon sj:aff 2
; ‘| so they will know whaz is going on at all\umes. . S J /
% 77 MR, SIEROTY: Mr. Goldin has suggested that the State. R
“8 be involved in the approval of terminut:ion. Howard, I/ wonder == : :
:EJVGO you mean in both inst%ngéi ;- in other words, where termina- - j
" %tﬂ tion ccmes zby way of -the co//t;‘?m.t:or 5 exerclse of that prqvisinn " — .
91} or in the event that the City wants to exercise it? y ’ N
- 12 MR. GOLDIN: In efther ipstance. : ’ c . .
© 13 MR. SIEROTY: In el ;\her instance t:he bt:ate Lanus Cox{\\ = o
) =/ 14{ mission would ha'lm\z\;prove o5 the termination x:igbt:s" K 0 n g |
4b ’ MR.. GOLDIN' I°regard that as so akin to a modlfica-: = ° o \ 1
! 165 ;:ion or an alteration of t’hef— contract as to necessitate State ’ °0$ J
17 Lands Commission npproval .\ \\?é: ‘ L . ,;c s
& 18 G . MR. SIEROTY: So the contyactor would have toc satisiy
= 1@ not on?:y a majority of the atbnt Boari, but also a ma;;ority of N\ 7 .
20 -the State Lands (ymmission that this concract: wasg nfs\ profitable® ) ,;g o
21 iﬁa—:q\z m, GDLﬁV. That is correct and although bh:} Hortig o
= 22 menticned tH pt\“‘sibility of ‘aside ngreement to//a/h affect, ‘ R
. 2 another alternmative -~ and perhaps 2 more practieal one == wnuld W“Im \l\ )
zt?. f'/ be to provide for such approval by the rCommiAgsion inﬁthe/} ff’/@"mt\ < ¥
5‘}% . 25 AR its/j:lfl. 2y, © < G ‘}// - \\* Oo £
s 2B \<,\, MR. CIMMPION.V,\Another quustion 1n thaty same/a:en. < . L
S 274 I was cx%:ic,us as to the language used by the sl:aff s/(recgmmenda—
28j tion: Yonce theGContractor or the Board has given (che 180 -
20 days' notice) to teminaue the contract, neithev'//pf*\rty may act 9 U v
30 unilaterally to revoke such notive of termlnntir(/ Is it in~ \\ T -
31} -tended here that th}s/ binding" on the one w!}o ge! Is the nocice” o \ ”
kY ls\, 0 P
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., ' T 1 It says, “neither party." The thing I an trying to get to:
o . 21l Suppose we should”contest such deteminatlon that it was not
- . S
. 3 prcfitable and thereby attempf to stop the notice of termimstiony
h = 4{ That langunge doesn t mean to indicate e couldn t do¥so? -
Yoal E
' Bl 'MR. SPENCE: Me. Champi»on,t ‘the nociceoa doesn't gc out
> o gf weil that detetmination has been made ... s
o N oo ‘) - ©
7 MR, CHAMPION- 1 ‘see,

“ _ 8 MR. SPENCE: ... and l:he reason for thet, \of course, ‘is
O " ol that having once given the notice "hc determ:mation has been mads
4 - » Q-

o ® / 10 tha“ is the time when w? have to go 1nto t:his other situauon

/ “11 ) .that T Just mentioned, and‘we gan't let the contractor get down
‘ - 12} to the 179th day and cb:mge his mind. This ‘Jas to be out to. bid
e 134 and ready to’ go wit:hm 180[days. - f
Y & 14 {/ﬁ P\i\R. CHAM"’IO;! So -the pn.mary purpose is really o
o - 16} attempt to prevent a change of mind on the part of the
. © @l contractor? o ' >
& A | . 2 ~
e < 7 “ " 'MR. SPENCE: After the dggrmlnaflon has kc:Een ‘madé
, \ Y . > \
= @ 12}l “and has “been indicated. s © e o
; . 19: - MR. SIEROTY: 1'd like to ask whether t‘le side agree-
4 20 ments have sbeen gone iato-in much detail.. H'—mn\you wocked out
o . 21 /-:hat are the major policy considerations whlch will be :nade by
L5 v . 24| the City with the consulcation and apurdval of the State k)nds -
2 = . - ! ._l 3 -
© 23 - Commission? - s \\\3 ; N o =
- . 12 ) = e .
24 MR, °HORTIG: Not beyond the scope as /s‘.nted in the/'
28 'agénda item‘rélating to policy prablems. . 4% you realize, we
. o " 28 {. have been working against ‘a deadlina he"e and the first problem .
S 27 is to get a contract golng. We did flag th:.s For the attention ’
) — 28 of the Commission, Ahat this is the intent anﬁ undetstanc‘mg as
“ SR R f> v
Lae 20 between the part;es N mhich can be arrived at concurrently and
o B s
30 doesQ t have to be cem;’.leted before we g7 forwazd) and_get: this o
s <
314 contract on the road. in the form under which :U.gcan be adver-u .
- tlsed for bid. = o . -
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X ; MR, CHAMPION: Let me ask you this; /The intention, 5,

TS RN

would undevstand it, is to have the same {wherever they are

@

: applicable) side agreementq as”are contemplated in the new field.

This is the general apea of the side agreements, and\ahere they

Y

“are applieable, as they would -be in most cases, you would gaverﬁ

" the same side agreements i both contracts?

In princiﬁle, fhat 1s cor:ect.

MR, Hon'm;- 3eéause >

. of differing f@ctual situatiﬁns there w1l be some differenceo

\_/“

0

in details,

Again, I want to point out to tthuGﬂmdSSicn that the
O

Comm1"§1on has compieEL sontrol in this situaﬁion, because evén

P3

=
=5

Cx

& a

if they approve the contract and it goes to- bid Lpe award’ of
the contract is subject te appragal by the Commiss1on after the

bids hawﬁ een received In other words,ﬁhaving a hypothetical

situation which I am-sure won t arise, i"&e didn ¢ have satis—
{

factory side agreements at that time, I am sure ‘the Ccmmission

_would ‘not approve the awarding of the biQiJ

MR. SIEROTY: ‘I have one mpre cqmment, Hr. Chainman
1 was happy tc see a pruvislon here for' an anti-dlscrimination
o

clause and I d llke to suggast one word be dropped from that

Miveedin

elause, the’ word’ "hereunder.'

The contract reads:
g3
ccnéucting ope:ations hereunder.”

o

D v )
! MR, CHAMPION: Can we conttuf any. practice eigept P T o
LA ~
. _under  the “contract? B v
A Ryl
1 MR, CLeMCE: I don t thlnk that\\§ very fair tp the O
: X
contraefor, Hr, Sicrnty. All 1 think we can ask is -that he .
camply with 'this cortrnct. I think the State policy takes ‘ s 0
SN o) =
care of that. h & 2
. 7 s > e : g
©© MR, SIEROTY.: This would be conforming to Stgte laws.
” - MR. CHAMPION: ‘Wellﬁ/thege are other state lyws on.
that- \\ i a 2 . o "QQ . G:j
“ g ° o
o - ‘ - 45 -
ID -
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MR. smm'ri I don’t Ju.nk it hurts to put)l\‘: in the

contract, though -~ two remed].es instead of one, [oz_mayba,ﬁhree W

(¢}

o ¢ - 2.

dnstead of two .-

MR. cmmmw ps you n

-
)

v&: any comment on that, Mr, ;;\ LN

.

B

/
f
14

Spence? e S
RN

AR e, £ - ) N 2
MR... SPENCE ¥es, 1 don t think it is Lair to the. con . ‘ 7

.

t:ractor \g\o put that provision in there. ST ’ N
T ~v\\HR. S],WI'IH‘ We have.mg au..hority to police his cpeta- . ’

= . S .

\\tions elsevwhere. ~°
MR, SPENCE' We ‘have absolutely r;a authority to police s ‘;'Q T

i

his practices eifher in the State of California or m.tside the’\

D

United States of Amet‘ica. : : ) o T '
_/.’——\\‘\_;__j o - o

+ STIEROTY: That: is rightw Mr. Goldin, is ;here any

rqz;e}dy fc;z: failure tao abide by that ng\giSlon 111 ‘the cc:nm:I.'a::l:'i',_b )
\\\ MR GOLDIR' No, there is not. This being not a\l\wate nos
s cm;tgact, we took the position of requesting the "ity g acquies—

cence in. t:he State policy of inulusxon of standard language, ¢ “A

which T helieve will be in all State«;contracts- bk t:léac“\is no

[

p:escribed temedy, “and 1 have doubts as ; thq effectis_l,eness of o©

inserting a provisioa otne;c than tnagt TOrm l‘ry prescribed by R

2 €© - g
other p:ouisior;s of law, .. i o » R : "

MR, CHAMPION: Limiting it to the activities here- = -

under -- in other words, to this rontrpct area -- yhat woulé\)be
<
o e
the temedy of the Stgte in I:he case of d,l_s,crimingtion" . = 5 =

° pm, GDLDIN' Well, “we could centend that the contractpr )’i‘ S

’ i
wag guilty of a_“,bpeach 80 s to-coHnstitute a defaulc imaer the
) ) T 3
contragt, Lo . L IR 7
“ ' HR. CHAMPION- ‘rhnt is the wr;ale remgdv qnder the ccx;}n .
t:tact provision se1£ xegardless of whm: other pravlsions mgy“, PP
c @ A

have been made by 1aw" B @ oo PN

MR, GOLDIN: Tes, Mr. Chaimmam. - o = = "0 °% "
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: N ' ; - ® \&\ [; /
“.°. MR, CHAMPION: Ths others would be g der ;hc ;9 ]
<, o) . ‘
.,,Emp;].oyment Practices Code, The ochers would ‘be che 1av

March,

reasnn for r.y cem o( twenty—five years.

Distifct,

W
}
o
T
o wly

ﬁikhouc reference to the contracty ° .
o MR, GOLDIN: /fthat’s rigbr.’ ’

[

R; CHAHPIGN* Any further questions” :
/ SENATOR . O SULLI_YAN' "You would haye spe@.ﬂc perform- :

i //

. MR, GOLDIN; Ww would ce:tainly try tq invoke it.
SENA’i‘DR, Q’SULLIW\N, Why is twegfy-’:x\:(fve years the" tetm”
is=there any patt:icul p: o reaSon? 4
HR. GOLDIN f‘
ma;x,immn for this typg qf”eantraet,

; Mm, SPnNQE, r‘pekrgasop, we have 24 years, 11 months ,and
8 %ays j.s at t

i
\

((

Long Beacb charter requirement sets a

\v

i

B2 regues ‘of the aceountant, who is very chn dige

D
turbad tnaQ the Long Bﬂach 011 Dey e].opm/ent contract expires on \v// g =

March 24; 1964 instead of op th\r; in;;;a:/og April.or the 315(: of
/_,_.\,_, o=

Tt makes it easiep from an account,;gg/stand'zoint,
SENAXOR ?'SULLIVA"!« I

O

&

nm speaking @f the \subm:\pntive ’
m h S ) < 4 s

' MR, SPONCE:
scribes that it htg»l not exceed "wem:yrfive years in !:he Harbor

Section 229 (x) of the Cicy Chm:ter pre—

SENATOR ' n'suu.rm. A1 right, Now we have zot the
Why should it be as much as twenty-‘ive? .
MR, SPENCE: Why should ie%e? - -
BEMSTOR 0'SULLIVAN; e o
MR.\ ‘SPENCE;  That’s' an engineering quest;ion. I@ink
I will have the enginzers answer that, Q) e :

Yes.

QL MR-, SMITH. Under the anticipated opcrations. the "y

- |j period 1°a£ high profiability will be early in the contract i

feEJ. thqt 1t {8 desiruble to retain.the bidder or the contract:or

noo & o o

“w o
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that ve gec at this tiwe for as long s pe%ﬁib’;'%h?* ause we wiiif
T

be gectting a-bid which will be bnsed on pressnt worth in the early‘

part of the cantrncc\and tharcfnrc will get a more fevornble bid,

to the City and State; and we ieel hnving it as long as possible,” -

twenty- -five yeazq\\it will make money for us to the end. In
A
other words, if we were to resubmit this, sny, Ln%fifteen year§:/

conditions will be degenerated to- somec;xtent and we could expect

c- 48 -

el

i
a lesser bid to the City at that time. “ ) ) ; |
N MR. CHAMPION: You weywld get less then out of the ° '&ar\ f%ﬂﬂhi e
volume situation, . '%\ d?\\ N o 2 . i>\;ji =
. MRJ>SMITH' Thgre wou 1d be no advantage -- the peak . =T
praduction wold ha/p/becn nst, " o : .
Sm:s)m o' SULLIVAN: ‘Who has the contract now? RS )
dR. SPERG Thc existing contract? . N ) Ca
SENATOR 0" sm;L:szn: Yes. & .
MR, SPENGE: L.B.0D. ) o o
SENATOR O'SULLIVAN: Wth:'ghat o R
MR, SPERCE: L.B.0.D. i Q‘Névndakco:poratﬁon.¢ P
understand it, it eonéistswof Siénnl’Oil and Gas Company, Stand-
ard 0{1 Company onCnlifarnt@ﬁ Humble 0Ll Company, Continentsal ’ g - N
0il Company, The Termo Company, and Macrate Oii Ccmpan&. Mt. )
Hughes has ju@t handed me a note_! tbat brcnks doqn their percent- : e
ageq, if you would like to have thpt. ; ) J
SENATOR O’SULLIVAN' Could we have that? . '
MR. SPENCE: Stendard Oil has 28:5; Signal 0Ll and Gas el e
has 57.0, fhatxbeing uccausc af” “theofact that they have purchnsed C ‘
“or acquieed the interest of Hancock Oil Cowpany; Humbie Qil Com~
‘pany, 8.5; Termo Company, 2.0%; MnénaCE, 2.9%; and Contipental, f°
2.0%. g ] : . 4£;j .
SENATOR O'SULLIVAN: Do they have anythins left in the o q
way of intéigit in the capital equipment or anything? © - T e :
//// , ,
N /7/ ) 22/;?’;?2 o,
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MR. SPENCE: No, sir; all the ¢ i whipment ts 7 = |
owned by the Cicy oﬁong Berack inatrust for the Stote of Cali‘}q g boc/:?{
Iornia Any property they_might own would be personal property s I\
they have 11./n their warchouse that they haven't been reimbirsed | ’ P 1
for. I don’'t know how much that amounts ta, But thateis ‘their _‘f ‘
Problem./ - o | /( . | = . .
SENATOR O'SULLIVAN; Wellu. will Mwe have > reimburse <o
them foto ey o ' &\ b
MR. SPENGED No, sir -- not unless they use it on the =
-subject lands for oil ~operations. \A( s, - T
SENA'IOR o' SULLIVAN /lf they Eai/l to B:\?A this contrac/t - \;, '
#nd get it, as far as we an:/f oncerned we are c_,_I\,ear with them? ( == o
" MR, SPENCE: Yes, sir. They wijfl have te dispose of e
their persdnag property. //7 = o
&2 SENXTOR O'SULLIVAN: We don ?(c/oweEthem anything and < N
they :don 't owe us” anything at the closing cf the elapsed" petiod
or term of the original agteement' is that right" A o - o
MR. SPENCE‘ 1 assumc that is correct. Let merk Mr. ‘\\J\ °
Eshnam:. There will be a delay in payment {or money that }s duc- s g}’
as of Yarch 20, 195l&° but not for anything thereaftet ror for any o :
of the property tbey own for which they have not beex. reimbutsed.‘, \\“‘ i 0
‘ SENATOR O'SULLIVAN: 1Is that mcney “due on the due date, °
the closing date of -the contract? ) J = ,
o MR. SPENGE: The twenticth of thy/f/ollowing month, T
SENATOR O'SULLEVAN: Is there A provision for ix;,tetest -
, in the event it \isn't‘_ paid on the due ‘date? \ 7 > 3
MR. SPENCE: I don't believe so -- no. They are paid ¢
Sout tof eii. .
SENATOR 0 sm,uwmv They are paid out of oil” i
s . M. SPENCE: Yes, that' sr}where they get thenf payment .- p o A
out of o1, , 5o it will be out of oil prior to March 20, 196& - ;% - ‘

o

J
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© for iﬁ?é!gs. in the existing contract., 1 re&lly can't answer

S

)

. &

SENATOR SULLIVAN. 1f they owe us money after that

[y

date, is there a provis1cn made that we gec paid°\
MR. SPENCE: ‘If they owe us money, w. will get it.

| SENATOR O'SULLIVAN: Will we get interest? .
- Mgé SPENCE: 1 don'&zbglieveﬁthefe lé any provis%gp

~d
I

that, Senatom,

S

3
The staff advises me tnete is hoﬁsucg-provision.

- N !
S E ; )SENATOR O'SULLIVAN: You have worked,- have you, on the

other cor{{:rac \ﬁor its 1ifa? . ; s = .

o
Mn, ;sfemcr No, @ir. I have been in the City Atter-
ney's Office(éince Eegﬁuary 15, 1955. 1 have not worked on the
contract. P . : V

N = SENATCR O'SULLI?AN= Who haa?

[o:3

N

v | MR. SPENCE: Mr. Phil Brady.

({ SENATOR O'SULLIVAM: Is@he here? - ‘ D .
MR. SPENCE: No, sir, ud is Assistant City Attornep,
ofﬁced in the Clty Hall. o 2 o

SENATOR O'SULLIVAN- Have Tour relationships, as. fat as

'you know, with this company been good? -

MR. SPENGE: . As fat as I,know they>have, yes.
SENATOR o'sm;uvau: No problems?
MR, SPENCE: ~Not that I know of. 9

MR. SIEROTY: May I ask a question? It has probably S

already been answeteﬁgﬁﬁﬁfi want to ask it a aiffefﬁggmyay.

Senator O'Sufiiﬁan askéd why. we picked the termztweﬁty~five /z o
o .

years. It seems.there dre some provisions that pe:haps may not

be in the contract or,’ rather, they could have been in had the
a

term oeen shorcer, had the term of the contract been at ten or

fifteen years -~ I don't know At ‘what point this openat1on-would

tendl;o be.less profitabie; let' s put it éhat way -- hyt,had the

term of the Contract been less, we could have had & p—vvision'

7
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l contta«‘t\would be desirable’ ‘related to a segment of peak produc- - ‘ v

was ouv belief that: E high volume of oil. a/t thie high pro;icabih -
¥

O
time in which w’e%ould opernte under a“ favorabl bid to some

i again._ In this partlcular instance, since we are in the set.ond

BT
A
y
o
5

o

a

fo): gross profit 1nstead of net andowe need not have that provi-

sion excusing the contractor paylng beyond six months. Could you

tell me again why the contract could not have been written for A o

G

period which was a petiod of ‘assured profuabilicy? . 0

20

%
S a
=4

MR, SPEME:” 1'11 let Mr. Smith answor that. I tliicnk N : »a

>

he diteoted his remarks to. that very same. question before. %

MR, SMITH: Well, at the risk of Tepeating myself;, 1!:

@ °v : K
ity that we enti.cipate in the first five or ten years potticularly
=

will attrcct the maxliwm-bid that ase could hope to get' and we.c »® L. 7

hope, of course, that the operation \d,,ll remain pl:ofitablc to the =
contractor for as‘°long a period as possible, so that we can’ enjoy o ‘"
that more favorable bid to the City on this operation for the ]

longest f?o;iggwgf{ e ‘possible. = TR NG
S ’ S {:dfre 7 - © )

We saw reason to arbitrarily limit\ tl!};?is, perjod of T %

. arbitrary ten or fifteen years, because 1t 1s a* foregone conclu-

T

sion, 1 believe, rt;hat: when this contract ox: if this contract )
were ta ‘come up for renewal and rebidding in fift:eew years, if !
the profitability was less and the cil was dgwn that we ‘would = o
expect a poor bid a"'nd thetefore would suffer betweén thé differ-
ence.in the _bids during, the last ten-year petiod

‘MR. HORTIG:

& -

1'd like to amplify on that. 1 thinlr:yout v

questlon. l!r. Sieroty, ptesupposed and cortainly a shortnr pericﬂ

B

tion, where production teached a° peak and start:ed 0o dtop off °

0

26" =

twenty-five years peok production haa “been passad, and while a o
substantisl part of the production or the magority of it will bo »
ach.oved in the next ten or fifteen years, never.—.heless thete

1s » contiuuing declipe -~ which is in *effect even nov and every

N [s]
<

o
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A || day here on out ghe availablﬁe production will decline, There
2 || will not be anothet peak under this cont¥act, e L e Y o
K o 6/ MR, SIERUI.‘).' One more question: The contracl:or 19 )
o & excused from any liability resulting ftom doing things that the o
5 Clty tells‘ih Csbdo zeyarding subsidencek, N.:', ~Hr., Goldin, dq
8- ycu lmow *bat clause that 15" 1'11 tell. ympy 1 asked: I A
7 think this clause is ur..tten ptet;y broadly. ) Q - ¢
B8 HR, SPENCE' Section, 26, page 4T %o 44. 7 ©T
v LN I HR. GOLBIN: pr. Sleroty, I think .the policy determina-
16 tion for Lexcluding damages allegedly dne to subsidenre_may be ex- . )
1 plained in this way: You wil.l recall that the Legislacure in . o
12 11963 n Chapter 1847 qucho;, zed a settlement of the Anchor iti- [7 . -
130 Ugation. In Section 3 of that statl.kte t(i']e).'e is a legisliative o D
finding that since r.he ..cnttnctor;j operated in tho manner pre- .2 ': .o »

@

scribed by the City and wtthout negligence, walvers of the tiglu: &Q / ’
to 1nv@ke the indemmity prc provisions of that com:ractJ were author- / ) ‘
126d, In the 1ight of thiy legislative finding, ve deemdd it un- 2
likely that: ir. Wuule: be possible to hold contractors accountabl% . \7u
fot alleged subaideuce dz’,mage when thpy\\fou}meﬂ orders given by
the City, and ,{we -thought the’ del:;;ion of this type of indempifi,- e
cation would have -tendency to enhance the bid --:uheteas the . ) /
igcl.usi.on of auch <nbility might have a tendency to erzess Qe

bid, se . T L :

\ < o

TR, SIEROTY, The paint 1 ‘wanted to raisﬁf:?c This only

r
a

' er!ez.ﬂnt" the ..nntta r from liabuity for that area_ uf dnmages

resulting 3rom subsidEFE\Tﬁ-cther words, it is nzu/:ronl.y drawn"

‘ . HR. GOLDIN' I believe tl'Le exemptions were just two-
fold; One, wi.th vespect to subsurface trespass, nnd the other C\_j_/

[

wi;ll respect: to <subsidence dmge.

2

CHA!(?IONO Does anycne elge hpvc any;hing ﬂlil'!:bel' o \Q
to add‘l (Ho tespcme) 1 thinis. then, thc ptoblemou tu se; the gof = ]

7
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1n t.fm,e )fOt che,next meem’ig.\, Mr. Hortig, do iou l;;(?e»‘a nugﬁe;tlm%@,
2 o RRTIG: Yes, ¥r, fhaiman. In the interin, we;
3 ave chesked your cslendnr and that of Mr. C%ton. the tvo meu;- 2
4 bern bere. 1 huven’t been sble to da.scusa this uu:h Mr, Sf.n:oty. S
”/;5 but ‘thuuday, Oc;ober 10¢k, at ten a.m., here,would be. lvai.lnble :
L both for Mr, Ctlnazan ard yourself, Would this be eatisfacxory.
74 e, Sieroty? //Z R AN - - ’
8 ‘ :A'm. SIFROTY: Fine. T *'
8. - CHAMPION, 1 think that wil.l mean there wnl be °
10 ten days lvallable to thosa who wish to.Submit furthey’ observavr ’
11 :zions or uise other questions. Hhile thers are ten-days ave;l- 5
-12 } able, I'd like to ask. anyone uho has comment to make or who has’ S
13 4 question to yalaé that they raise it as early as possible befom
}4 that date, He/'.»gauy do want to arrive at a final conc}.usion.
15 || We won e pre.,lude ful:l:her testlmony at that October 10th meeting, ‘ °Y
rﬁ”)r but- I think in otdet to have th~ staff in:omatim and qnalyuia o
¥ | and to “give Long Beach ofﬁcials and our own staff an opportunity
38 to 1apk M: this material and to reply to it before® the '10th, that
1"?4Q. e phould uk ev-tyone possible to copperate 1n sPeedlng up thu ~
20 |t proge_ss. ° LT 2T ) o
.21 " Just ‘as soon as you know what you wang to say, if you
Z?A qill.iet us havg §t in writtng. ‘sq we ‘can have our staff and thc A
a2 |- oft}.ctals uf Long Beach tepdy to reSpond or suppiy the arswers
2% 1 or reply to the arguments. © . ) ’ , E
iﬁ , = c \ m. LSJPENCE' Mr, Chaimaw may I make the :equest that
B 1 gn c;x'der that ve may not be in tle dark as ‘to what these respect~ E
27 .,1" guggest ions my be. uhen they direct their propg-als to the ~ -
%8 St:te Lands leuissien staff we would very much sppreciate it ’
029 i€ they would send us'a ‘copy s8¢ we can study it ‘without deluy. e
50;;0 ‘MR, CHAHPION' I thltiig :h\a;. is an exeellent suggestion
s : and we ﬁould ask that those uho wish to ‘comment provide copies of .. '
D:g thnt comment to -Long Bench. ) /Q g ’
’ :

&




