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10 p10 a.m. 

MR. CHAMPION: The meeting will please come to 

order. Lieutenant Governor Anderson is absent on a trip 

the Far East. Did I see Mr. Baker here a minute ego? Mr. 

Baker will sit with the Commission without a vote% 

We have before us three items on the calendar, but 

before we begin that calendar ivir grans ..on has been looking 

into another matter for the Commission and will make a state 

merit for the Commission at this time.. 

MR, CRANSTON. This statement is in regard to the 

Long Beach Fair. This fair could be a great economic and 

cultural asset to the State of California under proper ere  

stances. There is a large degree of confusion about the fa 

and the relationship of the Lands Commission and tidelands 

oil in financing this fair, and therefore at this time it 

would seem appropriate to clear the air a bit on this matt 

and so I have a written statement on the subject. 

I believe it should be noted for the record that 

no matter concerning the Long Beach International Expos:!tion 

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

sideration or action, 

Despite the repeatedly expressed concern of the 

Commission that premature reliance was being placed upon a 

financing plan open to major legal objections and subject to 

possible disapproval by the Commission on other grounds the 

Exposition's management has apparently continued to act on 

the assumption of eventual approval without ever makin 

W 1c E oR AOMINIO MATIV 	OCIZDURE, vrAra o c5hUr1UPJ1k. 



orma reTaeSt t- eh ComMissionfor approval*,  

he fact is that ye, h ve been advised only, th t 

some futur s e' i date a.p an be ubmitted to 

which iv...effect 'would underwrite the financln of the fai 

pled ing tideland8 01 funds against any ",toss' that 

ht be sustained by entrepeneur who are now putt ing ris 

mone into this venture. 

We are aware, too, that a ballot propo ition hes 

9 been subud tte to the people ©f Long Bea, 	nd. been approved 

10 by them, which would author5ze the actual investment of tide- 

11 	ands oil revenues,in the fa-': ,rThis could not be done with 

12 out Lands Commission approval* 

13 	 II) order to avoid wsunderstanding and to expedite:  
14 clarification of these matters, whether they are brough tto 
15 us officially or not, we have asked the Attorney Gmeral for 

16 his opinion on the legality of any proposal to use tidelands 

17 funds or these purposes, 

18 	 The legal question is no the only possible basis 

19 for disapproval by the Lands Commission, however. Unfavorabl 

20 and u verified reports have been reaching cur ears for some 

weeks concerning fhe operation and financial condition of the 

22 proposed World's Fair. Ve have heard , stories that management 

23 representatives, or individuals allegedly speaking for manago  

24 meat, have implied that Cormission approv 1 of whatever plan 

25 iS ultimately submitted by the X=sir is a rtainty+  That is 

26 far from thetruth;k 

kw 
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Outside the area of unverified re orts, there 

to factual analysis by the City Auditor of Long Beach of the 

Fair management's bookkeeping methods and procedures. This 

report reveals certain highly uns4isfactory conditions and 

is of deep concern to us. 

I have made this statement in order to clarify the 

preaent situation and to serve public notice that this Commis 

sign has not only not approved -- either formally or informal 

any financing plans of the Long Beach International Expositic 

but that it feels there are , critically important questions,, 

legality, management and public policy yet to be answered, 

MR, CHAMPION: Senator 0Sullivan is sitting with 

us here today by invitation, As you know, there was a Senate 

subcommittee established during the last session to look into 

the whole problem of new tidelands leasing; also the related 

question of the replacement of the present L.B4O,Ds contract* 

Senator 01Sullivan is sitting with us today informally to 

participate in the discussion of these matters. 

Is there anyone here from Long Beach who would like 

to as questions on this statement by the Commission on 

this International Exposition at Long . Beach, or would like 

make any comment on it? 

INR„ SPENCZ: I believe not, Mr, Chairman* 

MRS  CHAMPION: All right, I believe in order to 

expedite he discussion this morning, I think we will take 

the other two items -- which I think will be very brief 

OeMat UM PORMINISTRATIVIt rrlocsottnx, orrh'fix Or 044411~O►iNIX 



h regard to U S versus _mchor; then 	11 ,roce d • 

full discussion on the Long Beach matter 

Do you want to take those u 

BR HORTIG: Yes, 	Chairman,* On Item 2, startin 

on page 4 of the Commissonerst  calendars, the exhibits the 

in referred to are being distributed to you by Mr, Xreft 

currently. This method of presentation was adopted because 

there are numerous exhibits in connection with the other 

agenda items and we felt it desirable to keep them separated 

for matters of clarityg 

In essence, pursuant to the authorization by the 

Legislature under Chapter 1847 of the Statutes of 1963, whin 

14 

15 

16 

17 

18 

19 

20 stipulations one and two respectively: One, for judgment of 

authorized a settlement of the case United States of 	ica 

versa Anchor Oil Coulpanya t21, certain documents have had 

to be prepared in connection with or preliminary to presenta 

Um!, to the court, at which time a dismissal with prejudice 

of this action is to be receivod as against the. United State 

of America in the compromise of this litigation 

The documents consist of stipulations as noted 

21 settlement between plaintift and defendants; and, two, for 

22 "Judgment Vesting Title in that Certain Condemnation ActiDu 

23 to be Filed," the area to be condemned to be part of the are 

24 required by the United States Navy in connection with the 

25 U* 8, Naval Shipyard, and the acquisition of these parcels 

2e ilor a nominal value, being reflected as a real value in the 

OPOICIS Q AtaMINEB ATIVIE PROMO:WM WrAllt Of CALIt+ttktMA. 
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ent of the An hor litigation and as part a± the stipu 

2 

3 

4 

5 

7 

8 

9 

10 

11 

12 

13 

14 

15 

18 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

la on for dismissal of Anchor litigation..  

These stipulations have been approved by and actu-

ally prepared by the Office of the Attorney General as a 

settlement of the action However, various co-defendants, 

that is private defendants, in the matter have insisted on 

the acceptance of these documents by the Lands Commission 

over and above the preparation and approval of the stipula 

by the Attorney General* 

A full set of the settlement documents, including 

the proposed judgment of settlement and the propo ed complain 

and judgment vesting title in the condemnation action, bave 

just been de ivered to you gentlemen and have been reviewed 

by the staff .of the Lands Division, 

al's Office and the Coruna 

Both the Attorney Gener 

advise the settlement sign staff 

documents are in compliance with the settlement authorized b 

Chapter 1847 of the Statutes of 1963. 

In adds tio4, the same statutes author ze the City 

of Long Beach to withhold the sum of $1 e00,000 from oil and 

dry gas revenues otherwise due and to become due to the 

tate 9 and to remit this amount to the United States as the 

tate 1s share of the set 

Commission for authoriza 	the release of so much of 

the money accumulated to September 30 1963 and the balance 

of any moneys owing to be rem ted from revenues which will 

be accumulated n October 1963 

ottrICI4 o r ADMINIeTliATI 	ROCLSfURC1 frrAyn or omarown 



...1.1.044.1.••■•■••■•■•rar 

On .these bases, it is recommended that the .. Commis 

son approve the form and content of each of the Anchor 

settlement documents, including the aforementioned stipu 

`ions and agreement, to be signed by the Attorney General in 

effectuating a settlement of-the Anchor case; and in con-

formity with the Statutes of 1963, Chapter 1847, the City 

Long Beach be authorized to remit forthwith to the United 

States oil and dry gas revenues from tide and submerged land 

due to the State on September 30, 1963, and that said City 

be further authorized to deduct from similar funds due to 

the State for the succeeding "month" (this was a typographic 

error and "month" was substituted in the copy before yo) 

remit to the United States on November 1, 1963, the b lance 

of any moneys owing to the Uni,ced States by the State under 

said Anchor settlement. 

MRS CflAMPION: N 

17 	conform to the settlemea 

18 	agreed to by resolution? 

19 	 MR4 HORTIG: And to the statute vhich final 17.  

20 	authorized the settlement4 

21 	 MR CHAMPION: During the 463 session of the 

22 	Legis lature? 

23 	 MR4 OLIN: That is 	ght.., sit, 

MR 4 HORTIG: That Is right, 

MR, CRANSTON: Noting the amendment correcting 

that error, I move approval of the staff recommendation* 

OrtrIttskt 	AphilAJIEITItATIVK !910c3g011nit. BUTT op' A 	CIIINIA 

all of these documents enti 

the Commission previously 

24 

26 
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United States mai 

4.4. CHAMPION: If there is no further: comment or 

qu ion, the resolution stands apprved unanimously. 

	

3 	 Do you want to take up the third item? 

	

4 	 HORTIG: Calendar Item 3 appears on page 6 a 

	

5 	ex bits thereto will be delivered'to you gentlemen again* 

	

6 	As the Commissioners will recall, on September 16, 1963, the .  

7 Commission approved thrA,form and content of two deeds convey 

ing the State Tsreversionary interest in certain parcels of 

tide and submerged lands to the United States as part of the 

settlement of that same Anchor case* 

These deeds had been reviewed by counsel for the 

at least special counsel at Los Angeles had 

indicated satisfaction with them prior to their presentation 

to the Commission, In subsequent review by higher authority 

in the United States Department of Justice, it was felt 

incumbent that three words be added in the middle of a para- 

graph in one of the deeds. It lc the paragraph uhich relate 

	

18 	to Parcel U and Parcel U is defined therein in practically 

	

19 	every sentence ex-ept one, Tt is the desire of the United 

	

20 	States that this be amended to include in that one sentence 

	

21 	the additional words "to Parcel U3  It is not felt that 

	

22 	there is any change in the form of the deed; that there 

	

23 	could not have been any misunderstanding, On the other hand 

	

24 	this will satisfy the United States and, therefore, it is 

	

25 	recommended that the Commi&sion by resolution approve the 

	

26 	amendment hereinabove requested and, as amended, the fare 

8 

9 

10 

11. 

12 

13 

14 

15 

16 

17 
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deed of conveyance attached thereto, and Content of .  

delivered 

1847, Statue  
as conforming to the provisions of Chapter 

of 1963, Section 2(c); and approve the forwa 

jug of the amended deed to the Governor in lieu of the deed 

heretofore approved on September 16, 1963 to be executed by 

the Governor in the manner prescribed by the aforementioned 

statute* 

MIL• C 	N: there  any question or comment 

on this 

CRA TON: 

CHAMPION* 

move approve  

11 second it and
.
it will stand 

ap oved„ 

MR. CHAMPION: 

of this particular hearia 

in and operating contrac 

how to turn to the MAJ r busin 

which is the matter of the' 

on the Long each Harbor tidela 

parcel, 

Calendar Item 1 -- Dri 

Long Beach Harbor Departmen 

Board of Harbor Commissioners 

nd Operating Contra 

elands Parcels, 

y of Long Beach, 

190 -- Oil 'Field L*B*W40* 

Discussion on t is item has been reproduced in 

through 53) imeographed form pages 1 

CHAMPION: Is there 

before this meeting? 

CRANSTON. Vd 

there is any 

nything fur ther to come 

eke to ask, 	a 

'64:110  • 	0 



Wilmin eon Oil 

MR LINGLEs Las Tuesday t e City Council 

d. 

its 0 1 Committee had considered al 

pted a position ng the contract which the 

your suggestions on 

City had originally presented to the Lands Commission 

the exception that they looked with favor upon the 12 

seroff 

MR CHAMPION: is tbi a fi position. which is now 

ready to be reported to us, or i.s there to be further discus 

sion in Long Beach? 

MR LINGLE There was a resolution adopted, which 

the City Clerk mailed to the Lands Commission so as far as 

I am cc ncerned it is a fi  position 

MN, SIEROTY: r Champion, there was an article

the paper which stated that one of the reasons why the City 

Council took this pos n was they had not been formally 

aware of the State Lads Commissionts position. If they 

haven't been formally aware of our positl.an, maybe 

adopt some resolution or something 

HORTIG: May 1 comment on that? The Lards,  

Commissions communication with the C Council has, all 

during the period of negotiation on all these contracts bee 

through the City AttorneyLs Office of the City of Long;  each* 

The City Council was fully aware of all the documentat :on axe 

all the reports of t 

Attorneyts Office; b 

Lands Comm+.issimt throug_ the City 

this press report quotes two councilm 

artrICK Oto AttiAMU:IA-arch/1P to 	11 	l',Vrit 	o.4k 1roNNIA, 



10 

who..dem. y personally feel that possibly 	other. type.  

communication channeling should haVe been invoked. This 

Was news, I think -

news to him and It certainly was news to us that there was a 

el in ack of communication4  

Obviously, I canit report on what 

i-ndividual councilmen thought; but the resolution that the 

City Council adopted made no mention about this problem* 

was discussed and I having been here and there did my b 

to relate what I thought was the Lands Commission s position 

and all I can say is, although there was discussion at the 

e that the resolution which they adopted makes no me-tio 

about any channels of communication. 

MR CHAM2ION Does it provide any reasons fo 

refusing o consider the Lands Commission s position in this 

matter? 

- I'll ask Mr*  Lingle it was probably 

minds. The staff of 

that 7ent on in 

e into li 	,th.33 th 

LINGLE: 	to, ir. I thin 

onsideration of your proposalss and there was discussion and 

recommendations as to which of the proposals could be accomm 

dated and which could not; and when the City Council deliber 

ated on it as was their duty, till..., the ultimate outcome 

of their deliberations 	but they th 	individually 

did not express whatever their reasons may have boen4 

MR CHAbION: And there was no statement that 

certain, onditions were acceptable and certain others were 

ititt;TAtATIVa MO) EtCiUtt[C,91-Ara 0 Fe cALIrontitA 



11 

not in 	of their final action? 

NGLE: Yes, there was t e one con di ion 

se11of  

4 MRA CHAM2ION. Where do 	1 0 the City Cou c 

consider the matter rests? 

6 	 iR LDGLE; I don `t know. 

7 	 CHAMPION: That /mild have been my answer 

8 you had asked me. Let me make a suggestion, if I may, in 

9 regard to the channel of communication to the City Council of 

10 Long Beach., I thinl, it would be very useful for the Lands 

11 Commission to have an exchan e of views -- perhaps for us to 

12 make clear some of the reasons for what we proposed to do. 

\13 perhaps for them to make clear those problems which, in thei 

14 minds, make it impos ible for them to accept our proposals 

15 either with the Council or, perhaps 	the first instance we 

16 might do it with the Oi and Gas Committee i.f that 	the 

17 committee which is coneern,ed with these tiers . 

18 	 I would be glad. to invite them to 	t with the 

19 Lands Commi.ss .on for a public discussion and I think probably 

20 the Lands Commission would be willing o have that in Long 

21 Beach or the Los kngeles area, in order to di cuss fully the 

22 	sluesinvolved as between the 110 proposals. 

2Z 	 Would you re 	that iJavitation and see 17ha'  

24 	spoil, you ge: 

25 

26 

to Oi1  

4. . Con:ainlyI rv,1 

0 	ank 	ver 	c 	anything:Curt 

11 Co imis!AO 	 we stand d c red* 
a ) 
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nistrative Procedu e hereby certif y that thy` foregoing 

eleven pages, plus pages one through fifty three on Calendar 

Item 1 (Drilling and Operating Contract Long Beach Harbor 

Department Tidelands Parcels - 14614W*04, 10,190) which hav 

been reproduced on stencils in order to be mimeograffled 

contain a full, true and correct transcript of the shorthand 

notes taken by me in the meeting of the STATE LANDS CO MISS 

held in Sacramento, California on September 3Q , 1963 

Dated: Los Angeles Cali,for a, October 4 1963, 
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9 

10 

11F- 

12 

13 

14 

16 

18 we will try ;to-ac today is_ to hear as much as we can, If we do 

MR. alAMPIQP.7.-,;;--  Now, to turn to the major business of 

this particular hearing, which is the matter of the drilling and 

operating contract on i4Iong Beach harbor tidelands parcels 

We are still in a difficult time situation with respect, to this c 

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

but ve still have some problems in so doing, and ID don't expect 

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

We want, however, to hear from everyone. 
, 

Among the preblfms,I ,understand4,'is the fact that in- 

dustry representatives haVenot had what they consider tbe 

adequate opportunity to be heard en thisiXatter, although we 

\ttive had some very recent communications. I think probably what 

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

18 week'and Oct on them at a special meeting next week. Just-how 

diffic!4t that will be we'Will know-mote about,todaY: 
As  

20 	 yD
t'  

We also recognize in some cases industrrepreSenta- , 
21 	tines will not be in a PositiOn to state their entire ;i';')::::1tion 

22 in this case because they:have had the final documents for so 

23. limited a'time, so we will make it possible fgt. „!:hose people to 

AP/1
,  

file afar positions with the staff dnring --=the_con,ing"weekso 

2 	everyone will have an opportunity to be heard on this before we 

26 take our final action, However, we want everyone to know see do 

27' consider this to be an urgent 4`otter, We have discussed thts, 

28 matter several times --6the reason for that urgency; the need to 

29 get a contractor -- to get him operating, so ere is no break 
0 

30 in the continuity of operation of this parcel. 

31 	 MR. SPENCE: fir, Chairman, may I make a seatement/ 

• 



o 
0 

ft411: naile, is John Spence, Assistant City Attorney, Long Beach.°  

I'd like to cull to the attention of the peoPie 'present that 

3 l o shortly after the CoMMission was given copies in a io-called 

2 

4 rough form on July 25th, these other people, wenthy reqneeted 

5 it, were given cepiee of the very sane agreeme4- There bas- 

6 been very littlechange since" July 25th in`he se-called final'  
"".c..,,„ 	 ' 

 

'draft. The change$ hAve not-'been in substance, but as to form. 

8 So if they have studied the ,draft of Jul),  23rk2,  that's the 

9 date of it 	1963,-they are thiiroughly familiar with the theory. .  
-=, 	 „ 	< 

/0 'of this=contract, 

	

___=-- 	 _ 	, 
11 	 Mg, Pik-91I0N: 1 am not trying to raise this queOion ,,  
12 I hope ther0 won't be:, any changes, but I want to be sure teat 

—,

.-,-.-.... 
--------: 	0, - 	 rY 

") 
everyone who wants to make a comment on this has a chance to do 

34 so before the Coesnission takes tifinal action; And I think if we  
0 -,-, 	,,,,  

10 take that ftnAl action within a week, it will remove every pea- 0 „  
 , , -,,,,,  

,18 sible problem in that respect and also keep to a reasonable _dead 

Ainecas far as,Long Beach's prOflems are concerned. 

18 
	

MR. CRANSTON: Mr. Chairman, I'd like to stress/one  

19 I point you went into If there are parties who have comments they 

20 wish to make, we would strenuously urge'cthey be made as,soon as 

211 possible te the staff, --andqnot be reserved until our subsequent 
o 

22 c:oeeting.-  If somebody comes in with a strong point just when we 

133 are .having a meeting to take final action, that Will_delaT-things, 

MR, CHAMPTg‹it is our presentkintention, if at all 

25 possible, to''take action atitt'subsequent special meeting, 

28 	- MR. SPENCE Mr.  ,-,Chairman, may ,I interrupt one more 

27 tire For the benefit of pr4ective bidders, we want'to call 

28 ---,their attention to th6fact that,we propose to have a bidders' 

20 meeting shortly after the notice inviting bids. lie,have a kit Cd• -' 

30 hand out to'the prOspective bidders when they ask'for copiesuf 

31 the contract, which will shew the economic hackground, the 
- 	, 



accounting procedures; it will give them all the data that is, 

pertinent that weltexe been able to assemble, So they wiwoal!e 

an opportunity for some sixty days to make this study,-We Also 

propo e that wehave a biddrs' meeting once ao weeks  say on a 

Thursday, When they have any questions on economics or aceOunt- . 
ing,they,can assemble in the board room  at Long Beach And we 

will answer any of their questions. So ever-yone, will have an 

opportunity, whether they are familiar with Wilmington Field or 

not, t_ o have, thebaCkgrOundthat will matere'them able to make a 
0 	 0 

MR. CHAMPl6N; With those preliminaries,u1 think, -Mr.  
Wittig, if you will take up the agenda item and staff recommen- .'=-"- 	c,, 

dations . .. 

MR, BORTIO: din--4iew of the Chairman's preliminary 

remarks, I belie 4e another preliminary is in order. 	Before 
,- 

presenting the contract for the Long Beach 	parcel
0 
 , it 

would appear desirable to review briefly the fundamental 

1 

2 

5 

C 

8 

10 

11 

12 

1.3  

14 

15- 

le 

17 

15 • eepts and_principal to 	of the,proposed,contene\ . 7 which 
19 You are going to consider, 

20 Operations in the area under the proposed contract ,are,  

21 not for development of n new field, but s  for contnuationef pro-

22' duction and completion of development started twenty-;give years 

23 ay.,,This prior development program for,the,majority of:the 

produetiokand payment of the complete capital investment by 

25 E  the Batbor Comission from tideland'oil'funds,rTquiree a con-

-28.; tinuity=in many phases of the program. 

- 27 Without this requirement for continuity, such as in 

20 the case of an initial development. selection of a develppment, 

29 and operatingiMogram coad. be ma46 from a broad-combination of 

30 alterniitives'. However in ,view of'the importent continuity re-l' 

1 quiremen(and the committed investment of public funds,, the 

o 

li 

-3- 



17,  

0,) 

c") 

contract recommended fqr consIderation has been drafted to el/mi- 
(.  

2 

3 
	

tracts, 

4 
	

State. 

5 

0 

x 7 	 j  be equated directly with any ot,er form of contract or lease for, 

8 	initial development. , 	' 	 ex 'I\ 	 -_-.''  

g 	 With that preliminary, and in viewof the late relese- 
,,Y 

1---- 
,y 

10 of th? agenda item, sk. Chairman,- perhaps the situation might be 

11 expedited and eVeryop would b0,; completely informed if I read r,„._, 
.L.,  

12() the prepared agenda item: 	\ 
k_, 

13 	The City of Long Beach, in accordhhce with the provision 
of SectienA0, Chapter 29, Statutes of 1956, 1st E. S., has 

14 submitted th following dochments for approval by the State 
Lands GOmmis61-*n prior to,publication of neticeto bidders. 

1.- Drilling and Operating ContraetjLong Beach Harbor De- 
10 	partment Tidelands Parcel). (Refer—to Exhiolt C) 

17 	2. Not*ce Inviting Bids for Entering into the "Drillinge,agd 
Operaying Contract (Long- Beach Harbor Department Tidelands 

18 

	

	Parc,e/i)" for the production of oil, gas and other hydro- - 
cordons from certain lands lying within the. Harbor District 

lg 	of1(the C[ty of Long Beach, California. JReeer to Exhibit D) 

20 	u3. Bid for entering into the "Drilling and Operating:Con- , 
tract (Long Beach-Oarbor Department Tidelands Parcel)" for 

21 	the production.  of Oa, gas and other hydrOcarbons from Cer- 
c-J 	fain lands lyig with the Harbor Diste(ctef the City of - 	‘   

22 	Long Beach, California. (Refer to ExhibiV E)  

2 	' 4. Bidder's Bond: (Refer to Exhibit F) 	 \,, 
`.,,,_ 

24 	In 1939, 1942, and 1944, the Boa-1-d of, Harbor Commissionei 
acting for and on behalf of the City o€ Long Beach, entered 

- 25 	into agreements with Long Beach Oil Development Company 
providingfor the drilling of oil wells-, and for the Produc- 

28 

	

	- tion of oil, gas, and other hydrocarbon substanets from cer-7 
tain tide and submerged lands located in the Long Beach 

27 

	

	Harbor District. Subsecfahntly, these agreements Were com- 
solidatOy amendments to effectuate expixation,of all 

28' 	-agreemOts on March,20, 1964. 

22 I 	The/Board of Harbor Commissioners ofd  the City of tong Beach ,  
most obtain a responsible contractor in order to provide 

30 

	

	continued production operations and maintenance of existing 
,petroleum facilities and for the drilling of additional 

31 	wells and construction of additional facilities-, and to 

-4- 

nate administrative ,difficulties experienced in the expiring eon- 

and to optimize . the ee.,anue return to the city and the 

fi 
Beel;se L.E.Jthe pre-existieg conditions, 1--;Wish to 

bringCo the attention of the Commktsion-thicontract cannot 

16 

O 
0 

 0 



0 

a 
take; account for, and'pay to the City'for alljof the oil 
Produced from or allocated to such lands. 

The lands covered by this proposed contract lie cempletely 
within the limits of the,Leng,Beach Harbor District and in-
cludeU all harbor tidelands presently developed, plus apprat-
imacely 2,100 acres of undeve3oped tidelands. (Referi,to 
Exhibit A.Z. \\Within  the developed harbor tidelands, 6W 

'wells are,prducing nearly 40,000 barrels of erude-oil.per 
day. State revenue from this ruction (before deduction 
of subsidence costs)is presently in excess of 5800,000 
per montb. 

.'- 
The b!..1 for ,nis proposed drilling and operating contract 

8 

	

	would=b-e---,awarded to the qualified bidder who agrees to pay 
to the City- the highest percentage of net profits. No 

9 	"cash bonus" or "advance production payment" is to be re- .±, 
quired. Net  pro 	shall be computed by subtracting 

10 

	

	development, operating, and maintenance costs, certain 
taxes and insurance premiums from the value of the crude 

11 I 	oil produced from or assigned to the subject lands. 

12 	All such oil shall be valu
\  ed, accounted for, and paid for 

at the higher of either (1) the price equal to the arith- 
13 	metic average of_,the prices posted by continuing purchasers 

in the field - --(Parenthetically, "continuing purchasers" 
14I 	haveheen defined as those continuously purchasing one 

tfibukand barrels o2 oil per day) - - provided that there 
lb 	are two! ort3ore such continuing purchasers posting in, the 

field; or (2) the price equal to the arithmetic .average of 
16 	the prices posted by Standard Oil Company of California, , 

Union Oil Company of California, Texaco Inc., and Socony 

	

,-; 	17 	Mobil Oil Company (or by such of said companies as may be 
posting in one or more of the following named fields: 	.,-.5 

18 	Wilmington, Huntington Beach, Signal nal, aild Inglewood 
 fields) for oil nf like gravity. If there are not two or 
19 	more of such companies, each ,posting a,price for oil in VA0 

or more of such fields, then all of such oil shall be 
20 

	

	valued, accounted for, and pe'd for on the basii of the 
highest of the following prices: (1) the price equal to 

21 

	

	the arithmetic average of the prices posted by continuing 
purchasers in the field= (provided that this criterion shall 

---- 	 22 	be applicable only in the event there are two or more such 
continuing purchasers in the field; or (2) the price equal 

23 

	

	to, the market price generally prevailing andplid in the 
field; or (3) the price equal to the arithmetic average of 

24 

	

	cthe market prices generally prevailing and paid in the Wil- 
mington, I .rtington Beach, Signal Hill and Inglewood fields 

	

--,, 	25 	for oil of !Ake gravity. 	 , \) 	-  

26 G 	 MR. HORTIG: (continuing) Mr. Chrslmman, at this point 
T 	- 

Li 	27 	it would appear appropriate to readfelk the record two letters 
) 	 3 ,,,--'- 

28 received by the staff this mornip relating to this particular 

29 	phase of the proposed contract:/ - 	(> 	
, 

 
ti 

0 
30 	 The first is from Richfield Oil Corporation, addressed 

G  31 	to Honorable Alan Cransto *i• 	o 

Q ' 



We have seen a draft, of Section 18.3 of the proposed 
!Drilling and Operating Contract (Long Beach Harbor Depart-
ment Tidelands Parcel)" which we understand will be con-
sidered by the_Commission at its meeting on September 30, 
1963. 

The first sentence-of the_proposed section reads as 
follows:  

	

- 	v4 
'All of such oil shall be valued:; accounted and paid 
for en 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 Oil Company 
of California, Union Oil Company of California, Texaco 
Inc. and Socony Mobil Oil Company, Inc.,,or their, 
respective successors, in the Wilmington, Huntington 
Beach, Signal Hill and Inglewood fields, for oil of 
like gravity on the day such 50- is run into the Con-
tractor's tanks and/nr 

/ 
Richfield Oil Corporation ha ong purchased substan-

tial amounts of oil in the WIlmingon Field, such purchases 
currently amounting to about 20,000 barrels of oil a day. 
We are contemplating the posting of prices in the Wilmington 
Field, and we iespe6tf011y request that our name be included 
with those of the companies specifically mentioned in com-
puting the average of posted 	" 

MR. HORTIG: (continuing) The 'Second letter, dated 

September,28, 1963, also addressed to Mr. Cranston (from 

Standard Oil Company of California, Western Operations, Inc.): 

" The Standard Oil CoMpany of California holds a 28.57 
interest in the Long Beach Oil Development Company which 
currently operates certain Long Beach Harbor Department, 
tidelands Parcels. As a stockholder, we hope to partLti-
Pate in the benefits of a Leng(deach Oil Development Com-. 
pang bid on the proposed;,new contract for these parcels, 
and to purchase from Long Beach OilDevelopment Company a 
portion of the oil Produced therefrom.  

Under the existing contract the crude oil is priced 
at the average of the prices posted by certain companies on 
thia date of delivery. We understand that consideration has 
been given to modifying this to a highest posted price 
basis. If Such a modification is made, it will prevent 
Standard from participating in the  bidding on the proposed 
new contract in any: way. 

0 The 'average' posted price basis whiuh has beelOed 
since the existing contract was awarded in 1939 has resulted 
in payments which have reflected the true market price, and 
has been equally fair both to the City and State, and to 

0 

the contractor,  
, 

Fram,Standard , . s standpoint, changieg the basis of pric-= 
Ink crude oil from 'average' to 'highest4  Posted price 	0 
would net only create a number of financial, business and 

P 	
' 0 

U. 

O 

-6- 



1 1 

2 

3 

4 

5 

64 8  

7 

0 
H. G. Vesper 	° 

0 _ 

40 	 MR. HOHTIG:°  (continuing) I would like to bring to 

11 the attention of the Commission the fact CI:at the letter just 
c. 	 0 

12 read from Standard Oil Company of California, dated September -, 

/2 13 \26th, which was received hy'staff this morning, referring to 

14 average prices, follows by approximately a week and a half liter 

15 the_ staff's suggestion and recommendatiOn,,ssAtiveloped asii3c=11 

11g f tween the staff of the State Lands Commission and the Long Beach 

14 i Harbor Commission for a braddene average price base, as re- 

15 flenfled in the agenda you have befere you 	The problem of 

10 sideration of a sPecification of a -highest posted price basis 

20 has, therefore, been eliminated from staff recommendation Ipproxi. 
li 

21, mately a week and a half ago -- although, of course, there vas 

,22 no public announcement thereon anorthis is'actually the first.  

23 public announceMert in view of the fact thaethia is tbe,first 

24 time that the agenda item complete with exhibits has been avail- 

25 able to tb,s Commicisien and available“Or public presentation 
(J 

20 this morning. 

27 	 Returning to the agenda item: 	 0 
, 

20 	The price„for valuing each delivery of oil as determined by 
either of the above methods shall be computed to the clos-

2g 	
est tenth of each degree of API gravity 'And the closest 
tenth-a-a-cenr-Per. barrel. 	o 

30 
The City reserves the right to take in kind any percentage 

31 

	

	up to and including 12A of the oil produced from or,as- 
signed to the subject lands. This right is exercisable 

0 

"legal risks'in regardDto th oil taken under thinatract0'; 
but would also ere/lee serieus problems with respect id.'41 
of our crude oil acwisitiOns in the State of Californiak 
For these reasons, if a 'highest' posted price basis.is to-
eluded in the crude oil pricing clause', Stpodard cannot„„ 

articipate in bidding, or have any interest in,-.464 
bid'on this contract, 	 "° 

We would greatly appreciate it if you could arrange to 
have this letter read into the record at the next meeting 
of the State Lands Omission, presently scheduled for 
September 30, at which the above contract will be eonsid-
ered. 

Yours very tryyy 



Upon 180 days'written notice. The taking of oil in kind 
may be discontinued upon 180 days written notice or a lesser 
Period if mutually agreed upon by the City and Contractor. 
Any oil,. taken in kind by the City shall be valued in the - 
serae- anner as other oil produced or assigned and such 
value shall be used in computing net profits. 

Underc()he terms of this proposed contract the Boarder 
Harbor CommiAsionerS wal retain controi,over the rates of 
production of oil and gas and the rates'of injection of 
water or,other substances. 

0 

Thy City and the lizard (or either) and the State will enter, 
agreementsrequiring_consultation on major operational 

and policy matters with the Commission. The Contract Oro-
posed authorizes such City-State agreements. 

All of the operations conducted by the Contractor,' and all 
structures erected by the Contractor shall be in a- first-
CUSS, good workmanlike and efficient manna and in accord-
ince'with, good oil field` practices among responsible opera. 
tors. All equipment, machinery,Incilities,, materials and 
supplies shall be first class. and of not less than AT421can 
Petroleum Institute Standards.' 

-0 

11, 
The contractor shall:, furnish the City a faithful performance,  

19 3 	bond in the principal_sum of $2,000,000. The Bottd,with 
the apprOvAl of the State Lands Commission, may in the 

20i 	future permit the. amountcof this bond to be reduced.  

21I 	The term of this proposed contract shall be for 24 years, 
11 months and 8 days,  from the anticipatld'effective date of 

22 	Match 20, 1964. Computing from said effective'date the- 
' termination date will be FebruarY28, 1289. The Contractor 

23 

	

	shall have the option to terminate this contract 180,days 
after it can be shown to the satisfaction of a majority of 

24 

	

	the total membership of the Board of Harbor,CommisAoners  
,shat it is not profitable for the Contractor to,cpnfinue- 

26 operations.,Wthe Agard finds that continued operations 
under_thisinntrect ate not profitable for the City, the 

26i 	BoardTiny,"upon 180 days written notice, terminate the 	--- 
contract. Once the Contractor or the Board has giyen such 

27 

	

	notice to terminate the contract, neither party mad act Uni 
laterallY:to revoke such notice of termination. ,28 	 cil 	 , 

HR. HORTIG: (continuing) Again, I bring to the atten-
29 	

s ,_ 

Each bid submitted shall be accompanied by a satisfactory 
14 	- Bidder's Bond in Thec amount of $500,000 as evidence of the 

bidder's good faith aUd as a guarantee that the bidder will 
16 	sign and execute the Drilling and Operating Contract within 

15 days after it is preSented for signature. 
16 	 - 	 0 	 , 

The Board of Harbor Commissioners reserves the right to 
17 	-Jeject any or all bids and returs: all Bidder's Bonds accom- 

panying such bids. 
% 

tion of the- Commission the referenCe on the prior page to 

the eifeet-that the City-and the State or the Board and 

the State ̀"will enter into agreements requiring consultation 



19 

 

  

,regarding major operations.." One of the-?  agreements to be 

entered intoJa with respect to review-and concurrence by the 

3 Commission with respect to the findings of the Board in the 

4 	event of proposed earlier termination of the contract. 

Continuing agenda item:-,  

The Board of Harbor CoMmissiopers and the City Council of_ 
the City of Long Beach have approved the proposed ContIce,z, 
Notice and-Bid Form in principle. 	 kJ  

0 

8 

9 

10 

11 

12 

13.  

,14 

.16 

16 

17 

16 

19 

20 

21 

22 

 
MR. HORTIG. And. again, on specific: inquiry to the 

	

0 	 0  
Office of the City Attorney of Long Beneh, this approval in 

principle is deemed to have Seen sufficient -- that despite modi- 

fications inform which have been developed and are included in 0 
the proposal beforeyou, it is felt that no further approval by 

the Board of Harbor Commissioners or the City council would be 

required in order to utilize the contract and to prOceed With 

bidding after the State Lands Commission has approved the con- 
° 

tract. 

Agenda item: 	 -CI 
, 

o 

The staff has reviewed the technical provisions and account-
proi7.edures of the proposed contract and has found them to 
be reasonable and equitable.  

/h 	
___,-,--- 	 -- 

The submitted documents- have be*.u-iviewed,asNto legil4y 
by the Office of-the Atorney General, who has Nivised tha_t__ 

, said documents comply with applicable provisions\of law exa----  
to legal sufficiency, and may be approved" by the :.:tate -, 
Lands Commission. ASee Exhibit B attached) 	1 	-r 

O 

25 	Under the provisions of Section 10(a), chapter 29, StatuteS 
of 1956,, 1st Extra Session, -:he'award of the operating 

24 	contrac 
,
pursuant to the offer under the contract being ,  

considered.today . Must be approved by 'the Lance Commistion, 

, 26 	 MR. CHAMPION: Is there anything before I open the 

matter? Any questions ff3m the Commission'ot Senator O'Sulli-

vati? Let the record show that Mr. Sieroty is now sitting for 

Lieutenant Governor Anderson for all purposes except that of 

voting. 
, 

Do you have any further comment,Mr. Mr. Goldin, before 

000 



a 

vu  

c"1 

o 

- 

0 

We open the matter? 

MR:' GOLDIN:-  No, sir. 

311 	Mt. CHAMPION: Al].( 	right. Would you like to make a 

statement, Mr. *Spence, teeretenting the Harbor Cometission, of 

',Ong Beach? 

6 	 MR., -SPENCE: Yes. My only statement onc  behalf of (the 

7 f -City of -Long Beach is this: That it is imperative that 	get 

'8 this contract . apprOVed, so that we can get its out ,to bid„ with 
0 

sufficient time for the bidders to evaluate their bid and get it. 

backLso that the\bid can be opened; the staff of the Lands COM- 
, 

11 mission can review it and make their recoMmendation at to who 

12 theltighest responsible bidder is, the award of the contract 

13f made to the contractor in sufficient time for that contractor to 

14 get his machinery going, so he can takeover operations on 

16 March 20;1964. We felt that the latest pOstible date was the 

16 date,the C-/  'Asian has set for the hearing today. 

MR. CHAMPION: Beforepwe open thisc'„up generally, there 

181 was one question raised. You read two letters' during the'pre- . 

19 sentetionOf the agenda-item and I think disposed of the second 
o 

29, one as having _already been taken care of in thedrafting ofcthe 

21 j contract. The first was the request of Richfield that it be 
Ci 	 . D 

Cs  

221.  included among those posting price, Is there anT3ohkiction to 
 

23 that? Is there any reason why that thouldn't be done? 

24 	 MR. KRIM The immediate staff reaction isthatthis, 
. 	 . 	 , 

25 would broaden the base foe determining the market value of the 

26 . product and under the9 
 
se circumstances-, siidethiS Was,thegoal 

-27 in the specifica
f
tions in the contrat,thaitheaddition  teo. 

28 Richfield to the listing should be acceptable and advantageous,."  
//, 0  

29 	la, CHAMPION: What is the feeling of theCitit 

 City
Y. 	 .0  , 

30, 	 MC SPENCE: ,Th4 	 y-Jts the same teettng. 	0 

'11 	 MR. CHAMPION=- Wizitight. Then we can talceit 

- o 
7 0 

r. 



0 

granted it will be included in _the doP4ment we act upon. 

'MR- RORTIC: It will be included. 

sIHR9TY; 14r, Chairamul, may I ask for what reason -" 

4 they were excluded?'  

- 0 
HR. SPENCE: They were slot pouting. 

EV 	, MR. HORT/C: Mr. Sieroty, befOre you arrived this 

7 ing, we readfor the record a letter from„Aichfield'reperting 

that it is their inteut in the future to post and therefore- 

9 regoesting- tolieConSidered for inclUsi6 in the,gropp., ,This 

10 letter is dated September 27th, juPt :received this moning. 
f,  6 

11 	 MR..PHAMPION:„ I think that ci,ears the matters„, Is 

12 there anything plse 	any other correspondence to the Co4ale- _ 

13 sion on this subjegt which needs- to be dealt 'with? 

14 MR. HORTIG: No other comments have been(recetved in 

15 correspondence, Mr. Chairman., 

16 	 HR. CHAMPION: I think,-then, we are ready to hear 

17 testimony 0 anyone who might :like to come forward to el:great =- 
18- wiether they wistvto seek chnnger6or express approval, or0any- 

ci 	 19 thing else. I have no li4t 'before me. 040 reSponse) Are there 

20 representatiVea-of most of the potential contractors in the 

21 industry present? 3'd just like0to know-whether this- is a 

22 representative silence or not. 
... 

23;1 	 MR. GARDNER: Mr. Chairman, my name is Milliam R. 

24 Gardner, Humble Oil and Refining; and while I realize the real_ 0 
25 pressurethat isoh this thing to get going, your suggestion'that 

, 	- 
26 le be delaYed one week to give the industry a cha3ce to look 10 

cf---. 	 0 	4, 
27 the doCumentsseems very sound in view of_the complexity of the _ 	0 

instruments and,the-fact that some of the companieS !We not -had 
-"' 

  

I ..

,a chance to revie4 them, 

30 	 OR. CHAMPION: 

morn 

 Thank you very much, Hr. Gardner. 

31 	° 	HR. SIEROTY: May I ask, 14r. Hortig, what has been the 



2 

• 

0 7- 

'tirdm""""tiling t he,TtiPmed 
 
contiac"1"1lustry", _ How 

,,' 	 6 
2 long has.industry had an opportupity to review the documents? 

a 	 MR. HORT/G: If Mr. Spence wou14-,care torrespond, I ‹,-- 
4 might point out, before you amplify on this, Jack, that a iull 	- 

 
... 5 co!pplete package of the final language proposed t7 be considered 	,,,- 
' 

e by theState Lands Commission agenda item and eihibits was not 

7 available to the State Lands Commissioners until this morning  

6 and that same documentation, therefere, has not been previously 
) 

9 available to any interested industry member --'although there , 
.„- 	 U 

r has been preliminary information rs toEmubstantially the total 

11 factors to,be included, which, 1 believe44rthe element olayhich' 	s, , (.6  	C, 	
o 

12 Mr. Spence wishes to answer. 	 „ 
- 	 ,-- 

13 	flt.,SpENCE: Mr. Chairman creferred earlier to ,7 

14 draft of Jaly 23, 1963, which was ,delivered icithetataffrof the 

,o ' 	, 	 IS Lands Commis$ion on that,date and
c 
 to the members of thcCommii..-',„' ,, ,,,„.,' 	iL( 	- 

16 sion on the 25th of July. Any company that requested documents 

17 or copies of that draft, as I understand it, have been furnishr# 
0,0,  

18 theM by the management of the Longa- ch Harbor Department. If 

cci  
- 23 studied them, presumably, because they have received them?,  

24 	v 	Mt. CHAMPION:. All right:, 

25 	 M. SPENCE: Henry NeCasek, i‘attorney-ai=law -- I 

26 don't know who 	principal is; Pauley Petroleum Company; lich- 

27 field Oil Corporation; and then, of course, the staff of the 

28 Lands CommisSion; Shell Oil; Phillips Petroleum; Franwin Oil and 

29 Cis; Union Oil; Sage Oil; Mobil Oil; Signal 013 and Gases Standard n° 

19 
►dv uouldAlketo havelmeHread the names-of the gie0Oft,rho him  

20 requested and seeenived thoSe documents*  I woulabetwet;Imppy to  would 	1' ‘ -'i . 
& 	 , „ 

21 do so Shall'I read that list, to giveyou an idea :-Ar. who has 
„: 

22 11m4 an opportunity 
0  
--„requested copies and has read:thaw/pad 

oF-Li 

Oil; Talmo; a Mr. CeorgeTrammai an =form, in Long Beach -- 
0 

X don'i know whotis principal is; a Mr. R. N. Richey, Littleton, 

Colorado; Mr. John L. ConnZily of Long Beach; Orion Oil Company; 

""--\ 

7 12 - 



0 

Li 

Il 

18 

20 

21 

22 

23 

Union Pacific Railroad Company; Mr. C. C. Albright of Long 

'Beach -- I do not know whether he has received it on his -own 

3 4A-elf or sthat;-Powerine Oil Company; Mr. E. F. Dangbergrjand 

4 Drilling and Exploration Company. Other than those names, I 

Si don't know that anyone that has requested tO copies of the con- 

6f tract of July 23r& has not received it. 

7 	 MR. CHAMPION: Was there adequate notice to,the in- , 

dustry that copies were availab LA 

9 	 MR. SPENCE I can't answeethat. I will have to adc 

10 Mr. Hughes about that. 
,) 	'0  

11 MR. HUGHES: They received the notice at the last,Ime6"-1  

12 Commission meeting, 0r the one in July -- because they)Cale4 as 

a result of that hearing. They either called in or wrote in for 

14 1 copies of the various documents. 	 "(1 

16 	 MR. CHAMPION: All right. It would sees :tceme there 

16 'ought to be some more regular Procedure thanthat„but that is 

17 not reallyA matter before us. 

MR. SPENCE: Of course, when we advertise for bids-, 

that is the official notice to the industty. 

MR. CHAMPION: By that time the terms of the contract 

Li  

0 	 0 

have been approved. 
° Q- 

M..SPENCE: Yes. 

MR. CHAMPION: Is there any further comment? Senator,  

24 O'SulliVlk, are,there any questions you would like to-ask about 
, - 

.. 	 . 

25 -he propoSal before us? 

20 f 	 SENATOR O'SULLIVAN:=,  I was kind of intereIrd inthe 

27 matter of difference of opinion -- and 	addrai* this to Mt. 

28 Hortig between highest posted price and averse pomted4rldel7 

29 which is vrk...fts4on. have in this agreement, men you talk :about.  

, 

$o thiTmethod Of.pric***7the oil, you are talking, about the average 

31 posted pr1cekes ;against 4ie highest postedvtiea? 

-13- 



0 

MR. HORTIG: That is correct, sir. 

U 

2 	 SENATOR O'SULLIVAN: You,donit take into consideration'  
the price that isn't a posted price, is that right? 

0 MR HORTIG: Any price that is Pld that isn't a posted 

Sc, 

10 

11 

12 

13 

D14 

16 

18 

1? 

18 

12 

20 

tr? 

22 

23 

24 

25 

20 

27 	party, 

28 

5 price is not normally on record and availabe to any governmental 

agency. 

SENATOR O'SULLIVAN: What, s a posted price? 

8 	 MR. HORTIG: A-posted Wee is an offering posted by 

a buyer of oil for it field, distrymted publicly, announcing the 

intent to pay certain prices for certain_Tialittes 	oil. 

SENATOR O'SULLIVAN: Where and when is; it posted? 
z. 	 0 

MR, HORTIG: Whene7er a company desires to buy oil in 

the field. Patently, the larger companies who moat have a con-

tinuing supply of oil have continuous postings. They are modi- 

fled from time to time, but they have continuous postings in the 

major fields in California. 	) 
0 	,---<- 

SENATOR O'SULLIVAN: Is-there any statutory procedure, 

for posting? 

MR. HORTIG: o, ̀sir. 
SENATOR O'SULLIVAN: Is there 

- 

any administrative'regu- 
. 

SENATOR O'SULLIVAN:-„ Well, how do,vou. tell when soie.7 

a posted price? 	. 0 	0 
12 

MR. HORTIG: When StP7idard 6a--,or the Union Oil:Com- 
",..,,,  

or Texaco, or Socony Mobil mimeograph in quantity and 
, 	 u 

distribute them to all potential sellers 'in the field and to all 0 
28 the State offices_, and public offices Who have-An interest in 	0. 

MR. HORT/G: Governmental administrative regulations? 

30 the price that is being offered; and mail 

31' says: "Prices offered by Standard 04,-1 (or 

, 

0 

Such a document Which 

XYZ Company)3,4gifecIde 
O 

10> 
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U 

0 

q 

P 

,..,_ 	 0 

I' "7'a.m. such and such date, for varidiiiirevities,of oil in tht 
0 	, 

2 vario, fields, are tabulated and listed on this sheet of paper." 
. 	D 

'-' 	 SHHATOR O'SULLIVAN: This is an offer,isni it? 
0 , 	0 0 HR. HORTIG: That i4'correct.  

-- 	0 	 .''.' ,.--,-_ 	 '''Q \ 

SENATOR O'SfilibIVAN: oAnd as,such,Avt is not a -completed 

O 

C , C\ 
O 

0 0 

O 

0 	0 

0 

0 

transaction or sale, is it? 

7 	 Kum; 'No; sir. 
0 	- 

SENATOR O'SULLIVAN: What ieu,are doing is bailing your 

wiea of an average of the-offers made by a 

HR. NORM; Identified as "ct plmuing purchasers" and 

companies, is that rig:: 
, 	 0 

C 

0 

12 in Our definition and qualificatiOn themust be purchasing at 
4- hi 13 least athousand barrels of oil per day. 	0 

SENATOR O'SULLIVAN: Are there any provisibns or regu-

lations setting up.or requirinOhat there have been a transac- 
. 

tion or side en the basis of each and every one-ofotheie posted so- 
Prices? 

0  
,h R. No,-sir; 17,Ut in order to qualify as 0. 

19 continuing purchaser under the -proposed7contract form' 

• 20 

ao 21 

22 

23 	 MR. GOLDIN; Page 6, subdiViiion 

24 	 SENA1OR O'SULLIVAN: "In the absence of information 

25 to the contrary,vit shell be deemed thet every,  purchase posting 

26  Prices in the field is such a continuing purchaser." 

27 	 MR. HORTIG: Ves, sir -sw because we cannot elver' be 

20 certain that every operator ..,. 

SENATOR 18'SULLITT: In the absence of information to 

0 , 0  
IIR, HOMO: In the absence of Information available 

- 	, 
MR. HORTIG: In the definitioas in the contract, sir. 

Mr. Goldin, do you have a ready reference to that 

SENATOR O'SULLIVAN: Where does it say that? 



0 

-0' 

'1 l  to the administratOrs of this contract, whickwould be the Long 

2 leach Harbor Commission. 

	

3 	 SENATOR O'SULLIVAN: The basic method by which you 

4 arrive at a price here IA not upon the trequirement,of the actual CO 

5 existence. of a sale of Pit, is it? 

6-I 	Mg,,,HORIZG: It is if there is information, 

	

7 	 MR. CHAMPION: There is a 41-4P14 44swer to that q404• 

8 tion. The requirement here is that the posting be by one who has 

9 been buying a thousand barrels of o&per day; so the sale is not “ 	 0 	- 
1©i ism ediAtely tied to the qualifiCition' for their,11040.08.  they _ 

11 are no exactly the same bui there is a requirement that they be 

12I buying in the,field. 

	

13 	 SENATOR O'SULLIVAN: I ask thequestion again: There 

14 is no requirement here that the posted prices, capon. the-average 

16 of which yiti are going to base the prices of the oil, actually be-,- 

AA represented by an actual sale of some oil?_ Reading the language 

17 in this contract, you don't have a sale at any posted price and 

14 you  -still NI ►O Pet up a standard by which you are selling the 

19 State's oit? 9 

	

'0 	 ME, ROHM: This is correct, if the =for Oil cons- 

21 = !nties is California...did not buy oil in these fields -- and there. 
br  

22 isn't e major oil company in CaliforniS4Jhmisn't Onder,compul- 

23 sign and must necessarily, to continue their business, buy in 

24 these fields.  

25 

NR. HORTIG: On the bas of absent information ... 
o 

/' SENATOR O'SULLIVAN: Under this document, ymu=don't 
00 	 / 	0  

have to hive an actual sale unde4 any one of those _rsted,primes 
c 	' 	d 	f , 	0, 

L-',..:' ) 	 c 

- 16- 

0 

SENATOR O'SULLIVAN: Hut this dniiPt eddrof4'itself to  J  _ 
26 the crux of the question. You hove just stated ,thOt y00 	't  
27 hpve to haVe an ectualrsele at this posted price'or any7c of 

, 
 

26 these posted prices you are going 0 average; is that rig t? 
_ 	---- 



0  

ti  

 

you are going to average; still you use than in the formula on 

2l the price,at which you are going to sell the ca. Thatlsocor , 
0 

Q 	3 rs.,art., isn't it? 

4 	 MR. MORTIO„w-In words, yes sir; practiCallY; no. 

SENATOR O'SOLLIW4M; I don't knew what your practice 

e is, but I am reading -the contract as it exists -- and the con-

7 tracts list the rights of the parties, I presume? 

0' 	 MR. MORTIS: That is correct. 	 ° 
09 	. SENATOR O'SULLIVAN: And we don't have a right,that 

10 there actually have been a sale 11-f these posted prices that you 

11 are• going to average -- And I am speaking of the State, which Is 

12 the only Person I an interested in at-the particular moment. 

13 	 HR. SPENCE; Perhaps I can answer this from'informs- 

14 tion that has been handed to me, Senator. There is ahaillutely 

16 no way of determininethe price paid fora bucket OfOil:ni 
0 0 	 0 

if! 40,000 thousand barrels of oil hero'or any other plePO, Unless 

17 you can obtain that information from the seller and the porehaa.,- 

18 er. It isn't a matter of public r
,d ord as to what,  one-of the 

19 ,posting companies or any other company pays for. oil 	either 

20.; buys or sells the oil,. That is * matter betweenAhe private 
0, 	. 

21 parties and tbereAs no way that the cityor State cahlind out . 	
o 

22 what that price 

23 	 MR.CNAMPION; Let me ask something else. I'd be 

24 interested in Mr; Hortig's.-statement, He soi4, "Practically,? 

,25 no," What is the practice with reapocf to the sale of oil, at 

28 pOSted prices 10 the industry? What t0 the-practical result of 

27 the system no used-in posting? Are most saes consummated on : 

20 the basis of the posted prices? 
o 	• 

29 	 AIR,-1100TI01. Most of the lerg* sales in the Leis Angela 

110 Win are consummated at the posted price, This sWthe 00004 
• 0- 	0: 

31 - once of the State ineceounting0for royalties inlielde.adjoints 

0 

0 

0 

7.7 

0 



=31 

20 price equal to the market price'generally prevailing and paid in- 
 

9e(  the ,field." 
27 N ow, 

	 ,  il,t. Now, I don't see any reason why ther Rtate shouldn't :1--'- 
AM  entitled to zeeeive at last the price generally prevailing and 

7 29 	' 	' 	
-) 

paid in the lield4 
 

 o 
30 

,S' 	_ MR. 'cillAteim ,, The recOmMendation, culls for taking the' 

	

'!; ' .6. 	4 .,„ = - 	, 	, - 	' t, 
high  en of the formulas  

O 

t'Y 

1 

2 under the currently existing contracts. 
3 	 MR. CHAMPION: What is the responsibility of saneoneA` 

who has made a posting to take-it ftt that price? Is there any? 
5 	 MR. NORTIG:___There is no responsibility. Someone comes 
0 an&aceepts the oil, and they accept and pay for . at that price 

7 j or they reject it. 

9  People have paid above the posted0prioe 	premiums:' or peOple 

MR. SIEROTY: Wu had testimony in pilot hearings-that \ 

and'sur-rounding the Wilmington' Field, and this has been the ex-

perience of the Long Beach Oil Development in the sale ,of oil 

O 

10 have been paid under the posted price. 
11 

12 

13 to me seems doubtful at a testi for pricing the oil which will he 
•.4 taken from the City-__and3he State. 	 0 

„,, 
le 	 Now, Mi. Spence has raised the-  point o-  "Veit, we jiist 

i\18  don't have any other way of" determining it." I am not-sure this 

''17° is so, if we decide, on another gauge; and.  as one suggestion 
) 	 ,  

la Along this line, I'd like us to consider eliminating the first 

12 of the alternatives here. -What we have done here in this con-  
20 	 0 

tract is to set up two alternative _ - - if J-can find it 'Tkiere. 

21 The first alternative is to take the higher of two provisions, 

22 both of them apply to posting. Now, there is a'second alterna- 
g 

23( tive which takes into consideration those two alternatives but 
I 	 0 

2 0 	 24_ addi a third one as well, Which is number (2) ,there: "The 

OMR. SIEROTY: So the significance 

MR. NORTIG: Correct. 

of the posted price :11 

- 18 - 



MR. SIEROTY: , No, Mr.,Chairmant-rnet in the event' there 

2 is posting.'- There is an-Alternative schedule here. - tinderthe ' . ,0 
0 . 

first schedule, if there is posting by two or more companies :- ,  

4 • then we do not look to the general market price *-- we _only look 

5 to the=posted price -section. We take two Standards , -- one is the 

Is average, of the potted prices, the other is the average of the 

posted prices in Other fields.-.  

Now, in'the event that.there are net two posters, then . 

we go to'the second alternative. What -,1-m suggesting is that' 

we forget the first alternative and think in ,terms of the second` 

,13, alternative, 	 brig into effect the_Seeond pbint here — 
. .,, 12 'the price eeeet .to the Market price gegerally prevailing and 
  ',.t  

13 paid in the Raid:!  ...0 	 0 
14 	, We may have to acialtre information as-  to the:general 

0 	__ 
1? need tO,AeterMine' the market price, we wouldn't. I think this 

viii cause us to have he.Irter information on what is the prevail-
;, p 	„ 

)r- ing priee; 

20 	 MR, HORT/G: Mr, Chairman, as you =will recall, from 

21 reading Standatd' Oil Company's letter this morning 	and admit- 
(-) 

22 tedly, this is a self-serving statement based on analysis by,the 

23 Standard Oil Company of California and hos not been-verified 

24 independently by the State Lands Commission _ or the Harbor Coen-

25;  mission', Although other verifications have been undertaken which . 

26 resulted in our recommendation -- it is felt,  that the new ron7  

27 tract, by providing a broader base and providing for the highest 

28 average and net  atalAY the price in one location, is going to 

'22 0  give 'a trier rsfleetion Of the market value of the product in 

30 the entire Los Angeles Basin end not only in the Wilmington Oil 

31 .Field. In comparison therewith, Standard ,reports as its expert-

-ence under the existing contract: 

, 
16 market price ainewuen we have a need for dstermining that market(' 

le price*e 	itaciwaya to de,termine(fit. If We didn't haVe any - 

cr 0 C., 

0 
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"The average posted pricehaSis which has beenlbsed 
since the existing contract was awarded in 1939 has 
resulted in payments which have, reflected the true 
market price and has seen &Wally fair to both the 
City and State and to the contractor." 

Now the'proposed contract, by broadening the hese, is , 

going to reflect the competitive results of supply and demand  and 

what effect they have on prices as offered, by the price posters 

for purchases bf crude oil which these companiel must make in 
o. 

California if they are goingto keep their refinerieS in opera-

4ort and if they are goingto seli the4aeoline. Frankly, a _  

Simple yardstick on what,is posted price --,it-i$ the lowest 

price that a refiner can offer and still get the crude heneeds 

12 to run his refinery; but, nevertheless, this,is a measure 

13 market value f6 the 'product and as teng - as there is a measure, . 

14 and -we have no ether -measure, it was felt thatin,developingsth 
„ 	 ,, 	 _ 

price bases,for . these Contractsalternatives wereiisted in the :■: 

"-- , 
16  order they were, without hiving to become involved'inhaVing a s 	. 
17 State.price determination board- or something else that does not 

18 „east yet, tel determine every day'the,fair market value of crude  
ig oil pro‘ced in California 7- that as long as they fOrnish a 

20 :broacieneUgh_hase of posted - prices that were being Offered in 

21 open competition by the major producers of crude oil in Calt 

22 
, 	c' 	 :, 

23 when suehpffers are not posted and are notcmade and a-measure 
Li,  = „  

24 must be ,hadl  then we would 'hive to undertake the 	more 

23 

16 

fornia, these be used as a yardstick; and if the day-  should come 

0 - 

difficult procedure of determining the fair market value, of` the 

26 product. 

27 

28 

29 

foreed back to this alternative?
---' 

- 

M9,.CRAN$TON: Now- was it proposed to do se had we been 

MR. HORTIG: That PT a problem we would have to face . 
.  ... 	, 	 _ 

, 	. 

.0. 	_  	_ 	%.,,, 
30 at the time we got s ther 	

_
e. Ve have really no copcept as to the 

D 	. 	 P 

3] mechanics end how deeply we would have to search, We have found 
c 	 - 	, 

-,.-  
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ft 

5-? 
a 

0 	,4 
0 
5  

• 8 

7 

no specifications anywhere n

▪  

or any determinations by any other 

governMeltal agency- inclOding'the Secretary of interior, that 

are "'clearly -relatedto the prevaiTing,Or fair market value of the 

product. A method fot-making that determination wild have to 

be develnunder this contract-if suddenly there were not at 

least two companies posting in each of .two fields in the Los

Angeles, Basin. This is a poesibilitFE altheugh not a WielthoOa 

withi4 the term of this contract. 

MR. CHAMPION: Mt, Goldin: 

it 

,--•. 
20 	 MIt GOLDIN: Wt9-sit. Mr. Craps ton, I 'think we 6 	 ,-.  67:- 

, 11, 
,, 
started in the direction that'yoo have indicated. ,' ̀Phis contract  

12 has a specific provision onopage 32, starting with line 27. L 6 	, 

14I Which states that,the contractor, if requeatelLby the Board-of 

14 Harbor GommOsionert, shall promptly inforth the Board ofA.:he 
—___.-   ,_,. 

. o  
-16 prices used in valuing and the volume iaof all perthaies and sales --_,  , 	, 	 o 

10 made by er-to the contractor with respect to oil in the Hileing7 

17 AOn Oil Field and the ottler'fields that are designated in the 
,s 	c, 	_ 

18 	 o contract.' 	 . 7̀.? - o 	 c; 

le 	 Now, tgis'is the first step inimposing upon the con- 

20 tractorecontractoal obligation to divulge information, the 
O 

21 need for which has never existed to-date. 

22 	 It 

▪  

is also proposed that if and when the East Wilmi0g- - 	_ 

23 ton Unit becomes a,,realIty 	will get a greatdealumore informs- 
. 

24 tion witkrespect to anybody acquiring an interest under that 

‹25 contract, so we ton'build up a Substantial' source of statistical  

26 (,,,Information from which we can compute'generally market price; 

27 hitt to my knowledge, thiso information is not available at the 
0 	• 
20 present time. 	 0 

o - 

MEIMMEME=MEMMI■IMMIIMMI■ 

30 Cranston's question: Of coarse, he visualizes the time4;hen 

°31 posting isn't done, but at the present time posting asy be 
0-- 

29 	, _ „ MR. SIEROTY: 'I would say this olao, ln answer to Mt, 

- 21- 



evidence of a market°price. In addition, under this contract, 

12U of the oil may be sold off. Presumably this would be sold 

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

process. So this, would give us some additional infoimatV:r  

although maybe not typical of the' prevailing market price tn the 

MR. CHAMPION: -There will not necessarilrhe such sales. 

8 The possibility exists, but in onerations to date there have been ' 

9 none. 

10 	 MRMAORT/G: Additionally, if I might:,  add, of course 

11 the market value for an accumulation of 'small purchases amounting 

12 in the aggregate to 127. of the production because of Particular 

13 refinery supply problems, and so forth, can be an entirely dif- 

14 ferent value than can be offered competitively in the indUstry' 

16 for 40,000 barrels n day for one hundred per cent; 

16 SIRROTY: excepting we have set one thOusadd her- r; 
17 rels as being the test of a continuing, Purchaser in the field. 

18 	 MR MORTIG: Actually, continuing purchasecCs:4trt'ive been 

19 purchasing more than the!:. as ,reflected in Richfield's letter 

20 read earlier today with a request to be accorded a place, in the 

21 listing to be averaged. They are reporting purchases in the 
0 	, 

Wilmington Field of 20,000 barrels a day.-  

MR. CHAMPION: Mr. Goldin, may I ask another question? 

24 To go beyond, what we have required here in obtainA iiirther 

;4 	25 information as to actual prices paid, in order to determine the 

28 prevailing market price, would that require new substantive lsw 

27 by the Sate?;j. 

25 	 MR. GOLDIN: At the very least, yea. 

20 	 MR. fMAMPION: At the. very most, we might, not be 

30 to4t,_sueh law? 

31  
MR. GOLDIN: That's correct, because this may be 

- 22 - 



patter of private business into dhich we may not make'inquiry;- 

2 but I certainly do not \want to)dgmatically assert that it is 

3 not a proper subject for legisl
)
ation. 

4 	 MR. CHAMPION: But this is as far as we can go at 

5 present, 

MR.'COLDt4: That's .right 	imposing the contractual 

obligation in the contract,, 

MR. CHAMPION': Is there any further comment or ques-

tion on this aspect of the contract? Mr. Hutchins. 

MIL HUTCHINS: - My nameA , is_ Hutchins 	Barton, 
7 	 - 

Hutchins. I am with Pauley PetroleMm,' Inc. As one of those.  who 
0 

has applied for and received a copy of the proposed contract 

from the manager of the Harbor Department, wewould certainly 
0 

appreciate another- week atleast, in which to take a further 

look at this. We would suggest if pos$ible, without suggeatiOg 
TI 

that the lady be put to extita work, that the minutes of this 

meeting be available before that time also 

MR. CHAMPION: What can be dose about that? 

(Off-the-record discussion with reporter) 

MR. SPLNCE: Mr. Chairman, I'd like to read a state-

ment Into the record on the City's position. I might be repeat-_ 
inpmyself somewhat, -,=4PI want to make iteI ear why average 

posted price should be used 

24 	 We feel -- the City of Long Beach Board of Harbor 

25 Commissioners feel that the average posted-price should be used 

28 for-  fpur,-reasons:' 

First, this concept most nearly represents the fair 

value of_the oil. Two, it will get -4 better bid fbr the City 

and State. °Three, a review of the'3sriee-structure in the last 

thirteen years woul&have resulted in i difference of,only 

17/100 of 4, cent per baziel from that if the higheseposttid  

price were used.- The contract provides that the oil shbuld 

8 

9 

10 

11 

12 

13 

14 

15 

18 

1? 

19 

.19  

20 

21 

22' 
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0 

0 
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4 

1 
0. 2  

3 

4 

5 

6 

7 

a 

valued a.,,_,(Ekt one-tenth, of A.P.I. gravity. 

efGct, upgrades the value of each barrel 

the highest posted price. Historically, the average postedcprice 
_ 	0 

W=ked verY.sattsfactorily Under the Lo 	each OiI Hevelo*int 0 

drilling`-and (*prating contract for the past 20 years:' and, 

HichftelJ Oil Company's Parcel ADthe tideland tract,' since 1947;  

Fourth, the average posted price will' protect the sue- 
.); 

This proviSicn,An 

of  oil brapProximateti 

three cents. It is, therefcm*, more advantageous to the City and 

State than°any poisible'benefit that could result from the use of 
0  b 

15 

18 

6  

le 
19 
20 

21  

22 

23 

24 

25 

28 

"j127 

eessful bidder against what I say is a Phony or non-bonafide post-

ing of prices and because of this would result in a substantially 

marl favorable bid to the City: 

MR. SIHROTY: Mr. Chairman, I think Senatni.O`Sullivan's' 

question was going not so much to the average posted price or the') 

highest posted price. The queStion was whether the posted price- 

should be the basis, and I agree with him. I think, we ought not 

use the posted price as the'test. I th1nk that these standards 

by the oil industry serve - their purpose but do not serve ours. 

wee want at least the average market value, If we don't 'get the 

highest price paid, we should at least get the average price 

paid. I don't think the posted price is the one we shou use, 
° 

even if it haebeesi used for twenty-five years. Maybe it hies 

Warkedwell, mayhe,it hasn't; we want,the reasonableemerket 

P;i:iee. I would suggest we throw away the posted price, use them 
as tests, and get the true market Value. 

24 

cNE. CHAMPION; Have you any suggestions bow this caw oil  

be done competently on any admintstrativebasis.that we now 0 

25 have?, 	'  

29 _ .   MR, SIEROTY: Yes, I do. Firiif,all, I would :lug- 
() 

30 gest thst we take the second- alternative, which leaves posted 

31 Price for some idea of value —.... k  0  

' 



.0,Mtn. CHAMPION: I am speaking of the mechanics. 

MR. SIEROTY: I think the staff of the Stag's Lands Com-

mission wnuld have to find ways of finding this value. As men-

tiOned'earlinr by mr. Goldin, let me mention two sources of 

information we have On Page 3 of the contract, as Mr.
0 
 Goldin 

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

2 

3 

4 

8 

7 

C 

O 

° 

11 

12 

13 

take advantage of this 1214714off provision, this would give 

us some indiCatiOn. Now, we may have meetings in which we will 

ask industry people to give us information on their soles and 

)(--/ maybe other ways. - We will find ways, I am certain, 01 determ70- 

ing this inforMation -r as the State finds ways Of determining 

other information. ;,  

16 i 	 MR. CHAMPION; Would you like now to ,speak to this 

contractor has to furnish information as to purchaSea that he 

makes in the field. Secondly, if we, the City and State, -do 

tr 

point? 

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

on behalf Of the City when I aay there is no  way we know of that 
J,  

We can force third parties, .entractual parties, to reveal to us 
Fr t  

or to the State or ekl:edy el e what they are paying for oil in 

any of the fields. Thai t is their,own business and they Certainty 

have no intention of telling us what their relationship is with 
-0 

the purchaser or ee/ler. 

24 	 MR. CHAMPION; As I understand your previous statement, 

23 I assume the Standard: letter and other0comments go to this Is 

26 there A substantial question trwe leave this in an uncertain 

278 area, that this will hurt the bidding situLion" 

28 	 MR. SPENCE Not only that,,-- Idon't know who is 

29  going to bid on this contract unless you have an average Posted 

30 price. 

31 	 MR. CHAMPION: MIS is a familiar problem of State 

ii -25 - 

17 

IS 

19 

20 

21 

22 

23 



) 0 

government 	the establishment of an administrative standard 
o 

2 that is ascertainable to people net in Government, for purposes: 

in addition to Standard. . 	

U 

SENATOR O'SULLIVAN Any others? 

HR. HUGHES: Not that I know of. 

 0  

Sti 
	 of making a business 4e94$1-0 ) 

4 	 SENATOR O'SULLIVAN. What companies have refused to 
0 

bid on the highest posted Price? 

MR, SPENCE: Standard Cil has already done so. 

MR. CHAMPION: What is the objection to the highest 

postedprice? 

9 	 MR. SPENCE; Somebody else in the engineering section 

will have to answer that I am not familiar with that. 

'11 	' MR- HUGHES: rewould be far more ditacult to deter- 
') 

12 mine the prevailing market price. 	 0 

13 	 SENATOR O'SULLIVAN: I didn't ask that. 

14 	 NR. CHAMPION: The Senator's question ii: who has 

15 refusedte,bid on the highest posted price? 

18 	 MR. SPENCE:, I don't know who has refused, but certain- 

17 ly any-interested bidder would adjust his bid accordingly and 

18 bid a lesser amount if he were uncertain -as to the ptice he would 

19  have to Pay for this oil. 

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

21  that this is anew proposal ,and'- not one to which we have 06 
22  industry response. 

23 	 SENATOR O'SULLIVAN: May I ask another question: De 

24 any of you have information from any of the companies that they 
V 

25 won't, bid at the highest posted price? 
8 

28i 	 MR. HUGHES: No, sir. I don't have any information 

27 from any company they won't; except they will adJus their bid 

downward on the basis of the highest posted price -- one company 

5  

0 

0 

O 



O 

o 
SENATOR O'SULLIVAN; Any of you know of any other cam= 

	 c7 

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

per cent 	 

0 MR, HUGHES; Of one cent per barrel, 

SENATOR O'SULLIVAN: ,.. over the life of the contract. 

What does that amount to in terms of dollars? 

MR. SMITH: My name is W. A. Smith, with the staff of 

the Long Beach Harbor Department. It Would approximate $300,000 

9 over the life of the contract. 

10 	 SENATOR 0/SULLIVAN: Prospectively or retrospectively';  
0 

r-, 	 n 	 MR. SMITH; This is the historical difference which hai c...,/-5 
12 existed for the past thirteen years. 	 D 

 
13 	,:,-.SEHATOR O'SULLIVAN: Was that application of those 

14 figures made prospectively or retrospectively? 

10 	 MR. SMITH: Prospectively. 
o 0 105  SENATOR O'SULLIVAN;. You don't know yr tt would be 

17 retrospectively -- what it _eruld amount to? 

18 	 MR, HORTIG: 'If I may amplify, senator O'Sullivan. 

121 there is, of cours4 the additional feature in the proposed Pon-

2 	tract that 0 under consideration ., one under which the CitY3od 

21 State would share in the. percentage of the net profits. jhe 

22 highest net prefits hid wOuld receive the award of the contract. 

23 under theae°circamstnncr, then, it can be reasonably expected, 

24i that with a certain price base, even though it be a lower price 
o  

25 .'base, that ahigher-percentage of net profits can be bid =, 

=20 without the necessity of taking insurance on the bid by any prOS- 
,,-- 	 , 

27, pectimabidder to tal'e care of vagaries inGthe priCeS and unere. 

28 dictable variations in the pricing,A.f-the pricineis to be 

o 
—2R determined by any-other procedure than-that -which has been 

30 Standard in the industry for as long as there 5as been a petrol- 
0 

41 epm industry in California. 

27 - 



0 

MR. CHAMPION: May I say one thing? 1 think what the 

2I Senator asked for could beascertained on the basi,-7, ofthis dif-,- 
3 ference. You should be able to giVellim a figure without too 

4 much difficulty of what historically that would haVe meant over 

8 the life of the old contract•' 

MR. HORTIO: This is true, but the probleM before the 

7, house is that under the old contract, one of-whiCh,Was awarded 

at an operating percentage of fourteen and a fraction,pet cent 

9 and another at about five per cent, leaving for the City aboUt 

	

) 	,     

/) 
10 nine -y-five per cent -- bad that contr‘iet at that tiMe required 

	

/ 	 ,, 	 D 
11 hisnestposted price, how much would the ninety five per can't' 

12 been discounted? 

13, 
0 

CHAMPION; You can surrounOhe figureswith what-,  

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

if ested in that figure. I think all these considerationsCan 

le pointed to in the meaning of that figute,but the figure 

17 quite ascertainable. 
o. 

18 	 MR. SMITH; s  The figure i4 ascertainable 	250 mil lion 
17 0 

19 barrels of oil on the L.B.p.ruo contract -- if you apply the—TUO 

20 cent, it would be something around $400,000. *I-would like to 
x 	° 

‘, 21 point out in addition, if ,weagree that any prOspeetive bidder" 

is given a nondefinitive basis forthe value of the oil, if he s„ 

- 23I protects himself against this -- which I think it is-reasonable,' 

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

25 tenth of one per cent would mote than offset the difference that 

20 we are speaking of. generated by 171'100 of a centperbArrel; and 

27 if he0were to (Protect himself to the extent of one per cent, ee 
20 would be talking of a loss to the City and State of two and one-
29  mil dollars 

90 	 MR. CHANTION1.-  

91 	 SENATOR 01 S9LLIVAP: As I understand it, the pesition 

= 

-28-- 
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0 	.0 - 

0 

ba 

1 

3 

4 

a 

of the stafff-,and the Long Beach Harbor Department is that it 
0 	- 

impossible to ascertain the market value of oil in-theWilmington 

or the Signal:Ail-1 Field on any PartiCular day at any particular 

time, in any particular month, with any degree of accuracy. 

MR. SPENCE: On the basis of the price laid. 

SENATOR O'SULLIVAN: On the basis of the price paid? 

MR. SPENCE: Yes. 	 U. 

SENATOR O'SULLIVAN: There is no-market -- there is no 

market for oil that is available to the public, that is 

baaed upon actual sales; is that right? 
0 

MCHUGHES: The majorpurcbasers in the field are post- 
0 

ing and we know that that's the price that they are paying for 

the oil.' That determines the market price.. 

SENATORO'SULLIVAN: May I interrupt and, ask: Ityou 
0 

don't know what they sell fork  you don't know whether any trans-, 

action ever takes place under the posted price? 

MR. HUGHES: We know that they have agreed,to Pay the°  
j 	 0 

AniCe they are posting for the oil and r that they are purchasing 

oil-im;the field, and they are paying that price for'it. .0  

SENATOR O'SULLIVAN: Is there any requirement when they 
0 

post that offer thit if it is accepted a contract be made? - - 	 0 
MR. *NES: I know of no instancea where they are 

0 
3 paying more. 

244 	 SENATOR O'SULLIVAN: Is there any requirement that if 
,-, 

 

25 /they post an offerjhat they actually consummate
, 
 sale? 

, 	 ,  
AR. HUGHES They don't have to buy the oil, no 

7 

'8 

9 

- 10 

11 

12 

13 

0 14 

lb 

18 

17 

ig 

19 

20 

21 

22 

0 
public 

27 

28 

29 

30 

31 

SENATOR O'SULLIVAN: They don't have to buy the 0171 

MR. HUGHES: No. 
=,11 

SENATORFOISULLIVAN: And no seller has tVsell any oil 

at that price if he didn't make an offer? 

NE. HUGHES: He doesn't have to sell and the buyer 

- 29 - 



0 

0 

1 doesn't have to buy; but if he does buy, he has to pay the posted-, 

2 I price. 

(.1\_ 	3 

 

SENATOR O'SULLIVAN: If he buysrha—will pay the post- 

    

4 ed price? 

6 	 MR., HUGHESi His posted price. 

	

6 	 SENATOR O'SULLIVAN: How do you know? 

MR. HUGHES: We only know from selling oil to pur- 

8 chasers who post and they do pay the posted price to the cicy. 

	

9 	 SENATOR O'SULLIVAN: And you have been selling oil to_ 

10 thenband they consistently buy at the posted price; is that 

	

11 	tight? 	 (1 

	

.12 	 MR. HUGHES: Yes -- based on the average of the prices 

,13 posted by various companies inthe field. 

	

-14 	 SENATOR O'SULLIVAN: Then sometimes they don't buy, at . 

16 their posted price; isthat right? 

	

18 	 MR. HUGHES: It's possible; but I don't know of cases 

17 where they are paying more than the posted price cr less than 

18 the posted price. 

	

19 	 SENATOR O'SULLIVAN: Then almost without exception, in 

20f your experience, they have purchased at the posted price; is 

21 that right? 

	

22 	 MR. HUGHES: Well, to the best of my knowledge, yes. 

	

23 	 SENATOR O'SULUVAN: How many transactions do you 
o 

`24 know of? 
(0' 

	

25 	 MR. HUGHES: The only transactions I know of are the 

28 transactioLs'down in the Harbor area of the Wilmington Field. 

	

27 	 SENATOR O'SULLIVA,: And how many barrels of oil were 

28 involved? 

29 MR. HUGHES: Well, there is about 40,000 barreli a -, 

30 day intharbor area, in the Harbor tidelands; there is about 

	

31 	15,000-1±Arrels i'day on the City tidelands. t. 
0 

r2;  ( 
(71 

O 



'SENATOR O'SULLIVAN: And do you manage the sale of all 

MR. HUGHES: Yea. 

ated and administered by the 

SENATOR ,O'SULLIVAN 

0 

of tto;:a on the,„City tidelands? 	 /7-  

t's under a crt,ractlhat is epee= 
o 

 

ztiS 

Harbor Department. 

Does that contract require that 

they take it at the average posted price? , 0 	0 
A411.. BUGUES: The averagekrs the highest price paid 

by,,the contractor for any oil in the field. 

, SENATOR O'SULLIVAN: So under that particular arrange 
, 

meet, they are required by a contract to take it under the 

Posted Price? 

= 14R: HUGHES: Yes. 

SENATOR O'SULLIVAN: Is that right? 

MR. HUGHES-'; That's correct. 

SENATOR O'SULLIVAN: So that your evidence would not 

obtain to the situation we havereferred to here, would 

MR. HUGHES: No, it would not: 

SENATOR O'SULLIVAN: Thank you. 

MR. SIEROTY: May I ask a question? Mr. Spence, do. 

you know whether the City of Long Beach has other oil wells on 

the uPlanAS from which it receives revenue? 

MR. SPENCE: Yes. 

MR1  SIEROTY: What is the pricing mechanism-there? 

MR. SPENCE: I can't answer that but I think there 

somebody here that can. Nr.„Lingle of the City Attorney's 

Office is familiar with this. 	
(r.-2 

0 

price. 

- 31 - 

Those are markedly different type contracts. 

10 

11 

12 

13 

14 

10 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

20 

27 NR. LINGLE: We have some where we have highest 

28 

29 

34 

3131 field. 

SIEROTY: Highest„posted price?  
0 

UNGLE: Highest  pr$Pe posted and paid in thi 

' 



2 

3 

4 

8 

7 

9 

10 

11 

12 

,1e 

14 

is 

18 

17 

18 

110 

: 20 

21 

22 

24 

O 

0 

SEWOR WSTILIIIVAN; Posted' and paid' 

MR, CHAMPION: In what way are those"contracta 

different? 

MR. LINGLE: For instance, they are similar to your 

State leases, where we put something out to lease. We had a 

small field or smelt amount of oil and we had nothing tike the 
vast amount of oil here. It wasn't where sompbady was b4ing 

oil -- they wore going into theeXplor1VOrY aspect  Of the oil. 

If they found oil, it  more than made up 	the prioe  became 

insignificant, I shouldn't Any insignificant, but it didn't 

have the total effect on the market of this one, 

0.NA:1,0 / NOLLIVAN: Are all the City of Long 13.010 

contracts tied to a ppstgd price? 

MR,=-14NGliK; I couldn't sneak for all Of them but I 
know about a lot of them, I haven't any knowledge of goy 014 

aren't tied to a posted price, 

'Some if that are Otgbest'eOsted 
price 

MR, TOOLE: Some of them are,- 

MR, PPg.K.C; There is a royalty. They a, a not pp- - 

Iler PrPftte, 	0 	 ' % 
') 	' 	. 	-- 

VIR, CROWN; Alan, would you amplify on your etlie,  _ 	= 
Went that YroP heard statements that prices Wer7)Pai-d both Owe 

and below the posted price? 

't!ROIFR0TY;-  Yes, T belteUe if we go into 00 tentt,  

many-of the hearings which were hold on  the Plat WilmtOgtoo 

Olerg is testimony "that ggillg people pay up to tea  cents 

2ayiie pasted price  or  that they received 1POOt th4R)Polte 
= 29 > 'Pricof0 rletr oil,- Po'T think it raises some traPitiP4 - — 

dO 101ther ihg nested price- is  the price that is petde It mar he 

31 . eo-offertog nrien, 'hut the gOvetion arses; 
Is this the price _  

, 3? , 0 
0 



0 

0 

9 

0 

1p 

ao 

21 

S) 

Lf 

D 

0. 

0 0 0 

for'Market value is; "The average value of a etIleMedity in a 
given market during a -short period of time," ,,_which ie Certainly 
uUtexperience in ,the State lands PPMMOPip, ,  haVieVrOYaltiee, 

Paleaated 	Peeted,PrIP44,4 purchasers 	 exactly 
in noeskrd with thie definition, 0 

0 

hat ia,paid? 
WitSTON; 	11440,,cw other goeetionkl / ci like,te°  

enlic When I asked Seffle time ago es to hoirn would eacettate 
pries equal  0o the irk-14;01: price generally prevailing and,paid 

-field, Wider alternative (2)1 the muse at the bottosCof 
0 page 32 (line 22) was  cited-  as one step toward that,' PupP4ing 

that were- the Pnly measure open to Pe how fa;cUrate-  a measuring 
a stick Tpiould that be, 

if 	 an only answer that that particular 
produeer's eiperience wo 	sorrwhere near the priivailing' 

- 	lite particolor requtreme4s it the time, tei
TothlorY dmilstl-e, his other commirmVe 'Might have him a con- , 
siderel3le afferenne ebteve Pr_ below wit-At alight be considered by 

an er.-enfplZt es a true market ValPei 'Even Wrgr,-;ter's defiaition 
0 

0 0  

0 

t times refledt *ply a ve ►  

, 

0. 

1114 CRANSTON; Would3his 
small p 	o_f what Wee' 114t-tmlly occumint„I n.',) 

ice, (710RTIG; Tt would,,, of course,- varydcpending, open:, 
2i' the relative 9oantities of Pi , being pr'Oduced in the Lei/gigolo* 

i in and PP the Long !each_ tidelandst It ie. -for that reason, 
in „ordIr that a mall ,pere'Otaga could' not control'` the entire 
situatient  it Wiit propesethat this broads Iwo of „aiiiler 
oikin, the Loa d1eVleff liakin, by producorcall of whom contri-
bute,to the aupply in the Los Angeles Begin, would be used ea a 
more realistic mottaige Of the ReMPTilie value of the ail in the 

oa Angeles 114011 and net simply this Long Beach OU,Develeppen'; 
or Harbor' tideland develfmrine, 	 „ 

0 

24 

25 
ao 
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0 

0 
o  

yr- 

-,----,-„, MR. ORA= N: ,---Yoq do indicate we could be milliCif 
.,:.,,,„  

re to rely totally on thiS as A measuring stick? 

R. RORTIG: The one operator alone, yes. 

4 

formation on this sulker

✓ MR. SITti: Yes, air, I certainly agree with Mr. 

Goldin's remarks abeet the right to require privatecOartiea:to 

display or discloie this ,,information Ne-fietd he wasn't dog- 

MR, SMITU: It depends on who the successful bidder is, 

e successful'bidder might beAlebedy who is buying very littler? 

thelAngelcS Bhain, You would have an extremely limited 
0.) 

se to establish A price. 

MR, SPENCRI The contract° 

barrel. a oil under this contract. 

MR. CRANSTONr—The further apparent fact 

resentAawmemight he una4lo to gain any further 

might not he buying ones 

is Oat under 

accurate in- 
-') 

= 

✓atic on the subJec 
	

I'll go so far as to say I= am. I don't 

think you can. ° 

14A. CHAMPION; Are there any commentF, questions ,or 

urads 	t.40-40—ni= before the !Ward on this subject? 

KR. SIEROTY: On the pricing or on the whole? 

CRAMPIONI On the whale subject of the contracts 0 

S1EROTY: Yes. Mr. Spence, let me ask a'few 2 

30 

tams about the reasons why a gross prafits elude was not in- 

Blued in the contract, This is a net prefits,contract only and 

owl und'etse4,1d one of the reasons that was proposed ithat at 

point the termination clause might be exercised earlier if 
o 

e a great; profit; but other than that, I understand 

are 	 other rcasoCs. I'd like you to expand on-that a little 

SPEC OR:` Thais merely a policy matter. I don't 
= 

U* these poi cies so I'll let somebody else answer that 

education. 

0 



2iFt. SMITH: I would say the basic reason for making 

this a net profits contract is to make the contractor's interest 

al. nearly parallels as- passible with the interest of the City and.  

State; in other words, make him dependent on profit for his 

remuneration. There was one statement you made earlier which I .  

2 

• 

4 

O don't believeis quite accurate. I kelieve, in fact, if we had 

7 a contract based on gross income -- a percentage ,  of gross or at 

8 least part of the remuneration based on the gross -- it would 

9 probably result in later termination rather than earlier; andAt 

1d was' resolved that in having the contractor's interest identical 

11 with that "of the City and State would result in the best 

12 operation. 

HR. SIEROTY: On this Point', what was thinking about, 

14 not to elimivate the net profits pictura but to have a gross 

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

how would that affect it? 
0 

1? 	 111. SMITH: 	 our opinion-would not result •,J 
18 " in. a bette* btu from. the standpoint of the City and State; and 

19 if you are talkiag'about a guaranteed minimum to the City and 

0 
2O State, that is true. It 3iniesult in earlier termination. 

(- 	 T!------/  
21 	 I think it should be kept in mind that under the terms 

,, 
22,of this agreement the City, through its Board of Harbor Commis-

------,----- .- 
23 

1 
 stoners, will administer the operation and the contractor has 

, 	0 
,, 

24 little or nothing to say about the operation as far as the major- 
- , - 

25,  expenditures -and things of this sort;- and if he has nothing to 

28 say about it and cannot control the ,  profitability of .the opera- 

27 tion, it does no
'"
t
?  
 seem right for him to have to guarantee the 

0 

0 

28 City' any Profit. 

29! 

30 

SItROTY:! Well, let's isay J, in the first ten years 

of this contract -- wouldn't you. arkticipate that the City and 

State would:be receiving at least 16-2/3% of the 'gross ;revenues? 



0 3 might be less profitable and thereby termination would become 

MR. SMITH: That is correct. 

MR, SIEROTY: But you think at some future time it 

earlier? 

'MR. SMITH: That is correct. -During the 25,year term 

8 of this contract we anticipate this operation to certainly, if 

7 not reach, at least approach termination due to economic condi-

tient; and a 15-2/3Z guarantee-to the City and the State would 

9 move this date forward,by five or perhaps ten years. 

- 2 

1 

12 

13 

14 

15 

18 

° 18 

19 

20 

sN 	MR. SMOTY: In other words, you think thisomay be 

producing less than 1672/371? 
,-!/- 

MR. SMITH: That is 	probability; that is correct. 

IGO must rfmtemberclie are in the second 25-year life of this 0 
 

field, so we aretalking about a 50-ye f)1  life. 

o 	MR. S/EROTY: The reason I thought a gross 

might be a good idea is because I understand we mightexpect 

to the City and State --,figures of 90, 95 and even wax having 
0 

beers-,mentioned. Mow,' if this is so, that we` do receive such 

bids in the high nineties, or even 1007. or anywhere in that area, 
0 

some very higa bids 	of Percentage  of profit returnable,  in terms 

profit 
it 

k- 

21 the interest of the contractor and the City and State is not 0 	 0 0  
22 identical. Actually, he has very little interest in the srt 

° profits. They maybe entirely secondary to him. He may be 

interested primarily in the supply of oil and Ihe question of 

what profit he is going to make outS'slfcthis contractimay,he 

very unimportant.✓, 
'A) 

So, therefore, the reason . I thought the grols profits 

might be something we couldnaider is that it does protect,  

the City- and State; at least it gives a iihimum 	2 here and it 'm 

just A further protection -- and I am jut throwing it out for 
0.0 

- 36- 
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1 	 M. HUGHES: I'd like to comment on Mr. Sieroty's 

2 statement. One reason thatlwe rejectedthe idea of a, guaranteed 

miniMum to the City and State was because w felt that it would 

LT- 

adversely affect the net profits bid that , thecontractor or thC 
" - 

bidder,Might make, because it will reduce, then, the money avail  

able for teimrnsing the contrector"for all of  his expenses and 

consequently he Will take that into account in making his bid 

and I believe. will submit a lower net profit bid to the City 

9 and the State. 

1O 	 AMR.- CHAMPION: Do you hOVe further questions, Mr. 

11 Sieroty7 

12 	 MR. SIEROTY: I don't have this before me, but I 

137-ecallthatintilecontracteleteiseprovision regarding sub- , 

14 contractors. At the present time, under the contract there is no 

16 x'quirement,that these=be put out for competitive bidding: 

181 Maybe ynu mould like to comment a little about that. Under all 

171 State and city bids, competitive bidding is required. Where 

18 the contractor has very little interest _• and this maybe un- 

19 true, but for the purpose of this question assume that theicon- 
\, 

20 tractor comes in with a figure of 98 or 997, so I am saying he 

has very little interest in the net profits -- he has very little 

22 Interest in maintaining a low cost operation, and the awarding 

23 of sacontractz can be a very important aspect of this operatieny 

24 Subcontracts could be awarded that were very lucrative to the 

25S sUbcontractor and where the contractor could receive some bene-
- 

28 fi et some other time from the-Subcontractor. So I'd like you 

27 to commc7'S on ghat ,protection provisions there are in the 

28 contract. 

0 	29 

30 controls these opetailons and exPeriditures; secondly._ if the 

31 BoaFd-of Harbor Commissioners  determines that any work under - 
LY 

SPENCE First, the Board of Harbor Commissioners 

0 

37 - 
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0 

0 

this contract requires competitive bidding, they can require the 

2 contractor to submit it to formal competitive bidding: At the 
o 

3 present, they get informal bidding and they submit that to the 

4 Board of Harbor. Commissioners for approval; and it is anticipated 

fi that the same will prevail, as a matter of administration, under 

6 this contract. In any event, as I pointed outs, any time that the 

Board of Harbor Commissioners requires■:74e ocontractor to put this 

8 subcontract work up to formal competitive bidding,- they,  may do so. 

6 g 	 la. CHAMPION: May I ask what volume of the work done 

10 presently is under aubs'2? 

	

11 	 MR. SPENCE:- 	have Mr. Hughes answer' that 

	

'12 	 Mi. HUGHES: The payroll is about the only expenditure 

13 that the contractor makes directly. That runs about $250,000 a 

14 month and the 'average expencitures, I believe, run around eight . 

16 or $900,000 a month. That's all sub-contract. I'd like.- to add 

16 here that if the contractor were required to put everything, out 

17 to bid -- all services and all purchases.-- it would become com- 

la pletely unworkable. 

19 	 MR. SIEROTY: Mr. Chairman, there is a provision in 

20 the contract that the Board has the sole discretion to require 

21 the contractor to submit items for public bidding. Maybe it 

22 might be advisable to be the subject of one of the side agree- 

23 merits Mr. Goldin has worked out. I don't know whether this 

y24 would be legal for us to do or not, but it would be something to 

25 consider.  

20 	 la. CHAMPION: Well, if it would be unworkable for the 

27 Harbor Commission alone, I can imagine your comments. What are 

28 your comments? I think you should be more specific than to say 

29 It is/I orkable. 

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

31 that have to be purchased for oil operatidns, there are 'so many 

'Cc 

13 0 
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0 

13  

14 

16 

16 

17 

18 

18, 

20 

21 

22 

23 

24 

25 

26 

27 

services that hOWe to be per formed=  that\,to awardd cthese on cot! 

2 petitive bidding in every instance would keep the contractor 

3 continually calling for bids. We have probably six or seven 

4 hundred supply companies from which equipment is purchased of 

6 one tyykl'Or Another, and thire is elmoSt that many different 

service Companies tbst are required from time to timei and 

,7  where you are calling for competitive bids froiliso many companies 

8 on so many items of equipment, I think you are going to just tic,: 

g year hands and do a poor job of operation. 

10 	 MR. CHAMPION: Do you have any audit review or any- 

11 thing comparable that gives you a good idea as to whether or not 
a 

12 those suhcontacts are being let at the proper level? 0 

v 	MR. MUCHES:' Yes, they are audited_ 	the time and 

a 	- 	' 
for approval. Many larger items or Major,conteacts'. snbcon- 

tracts, are awarded on the basis of competitive bids;." but there r.

are numerf/us ,,. hundreds and thousands -- PESmn11 items that 
(-2 

would be very unwieldy.  

CHANTION:o You,do follow competitive bidding 011.. 

MR. 8008E8;.-.. major items. 

/IR& GOLDIN:-  Hr. Chairmm, S ,gtion 12.4 requires that 

the ctractor  is precluded from profitint from purchases. 

There is an obligation imppsed upontim MInly at the lowest 

net Ptige and he must get-the ighest net Price when- be is sell-

ing. It seems to me that it isn't ,.00 difficult to  acquire 

2B evidence from $0TebedY willing to gve the City a better dial, 

29 in which event there may be -a default under the terms of,tbe 

agreement. 

contractortakes quotations from the vendors -- supply comPanies, 

service companies 	an 	en submits those to the Harbor Board 

they are all approved by the Board; but in many instances- the 

31 	 MR. CHAMBIPN: Let me,ask yeti; Mr, HOrtig, in our 
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, review of the operation as it is now dOnstituted, do we So deeply, 

2 into the operations in,our audit, in order to nave any rational 

judgmeg:4t in this--matter? 

MR. (HORTIO: At leaSt, Mr. Chairman, on a spot-check 

basis on the day to day operations, in these putcha-ses and 

handling of various services, to ascertain that they arebang 

^7 J  k,Required at a currently reasonable level; and we have had no 
8 if repOrts that I can recall out of our audit reports where any of 

them,Yeven in the minor items ,\ 

MR. CHAMPION; This is a sPot'ildit? 

11 	 MR. MORTIG; That is correct; and, of course,' the 
, ±2 major items which should require tailed audit and had subse- 

J 	 / - 
quent ptyments are awarded in t.e first instance on the basis of 

C  

10 

14 competitive bidding. 

r=" 

15 	 MR. SIEROTY; Well, I think maybe something could be 

le made a little more specific as to what is a major item, perhaps. 

17 Maybe there is something that could be done to assure that there 

18 will be competitive bidding on some of these items, 

12 	o 	MR. SMITH,: lt would seem to me, if this is appropriate 

20 # at ail,"3 tbat this should be the sub-Jett of the se-called side 

21 agrrents. We feel that this agreement; which is between the 
, 

22 'aoard o f t Narbor Commissioners and the prospective contractor, 
23 give

/
s the Board of Harbor Ceezission-ers the right tp,require 

24, competitive bidding on any item and it would,s0rve no purpose to 
. 

Z5 attempt te\speeify in here which of those items might be re- 
2d 

 \_  
20 (Tared to go To competitive bidding. There is no way Of knowing 

27 what type of operation we will have down there in twenty years. 

28 There may be new processeS, new equipment, that ate can't even 

22 	anticipate ile1W 	' 	-4'7' .„,,,-,/ 

-00 	 MR. SIERMY:„ It sounds like a good suggestion. 

o31 
0 

MR. CHAMPION: Do you haVe any further suggestions or 

qUestions? 

c. 

4o - 



O 

if 

MR. =Ran: Not an this. Section 30.2 has to do 
2 with the contractoris,right not to havrto make expenditures if 

3 the amount of the expenditure yenta -be greater than could be 

4 reimbursed in sIX months. fs that because of the termination 

clause? Does that tie in midi - that? 

MR. SMITH: Yes 

MR. SIER011: Now, the City can go ahead and make the 

expenditures aneEbarge it against-the contractor? 

MR. rITH. nodded. 

MR. SIEROTY: On the question of the 12.k7. selloff, if 
IN 

the City should sell this off I wonder if any thought has been 

8Yen to the situation that could arise if the City should sell 

it off at a price higher than the price we use as the gauge for 

pricing out the oil that the contractor takes. Would the City 

be making a profit over the operation ov7would that all be 

attributable to the field?  

MR. SMITH: if you Will refer-to page 31, 18.2, I 

think it is rather specific, on line 4. It says: "If taken in 

kind by the City, such oil shall be valued in the manner herein-

after,provided inoaUbsection 18.3 hereof and such value Shall be 

used in computing net profits." So that in the event that we 

were to get a higher price for any' of this 123/47., the difference 

of the valuation under 18.3 and the pricI we are actually getting 

would accrue to the City and State alone. 

MR. SIEROTY: One sitTeProblem: What is meant by 

"unprofitable" in tect-Acn 4, with the right to terminate? 
o 

MR. SPLICE: I can't ''answer that any other way than 

the---words themselves: When  it is,no loager profittble for the 

City to Cengnue or the contractor to continue. 

SIEROTY: You can4t be anymore specific than 

that? 
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MR, SPENCE: No, sir. As a matter of4act, it is 
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1---wil1 show that 	

=,,,,,  
either p7fitabie or it isn't profitable. The books and75-recetd$ 

MR. SIEROTY: Well -what is the test of profitab ,.,, ityi 
, 	c 

-0 ,  
MR. SPENCE: The question of whether they are losing' 
0  

or -Making money. money 	 0 , 	 ::‘,= o 	0- 

MR.CHAMPION: In other words, the factor of volume  ,'''-  ..; 	. 
would not enter into it If ti o contractor shouId cdetermine 

4Y  
that'the volume of oil Aid not interest him any more ''that could 

tor terminates on this basis? What can then'he dope? 

21 	'MR._SPENCE: This is what we would propose' to do; 'We 

MR. SIEROTY: What plans will -We have if the contrac- 
, 	' 

n/rgt be used as determination of "non-profttable." 

MR. SIEROTY: I would het this is: at leastjas indefin- 
A ite as any proposal we have on,the market price ofot /e, oil 

the question of "not profitable," and I don't know Wiiether it , 

can be made any more specific but I am Just paying it is going-to' 

be a problem. 

18 
	

MR, CHAMPION: Isn't that a dollars and cerk:ts_prol:em? _ 

MR.-SMITH: ,It seems to me' it is a factual deterallia-, 17 

tion 	ap,audit-Ofi the corporate books wouldindioati>-that. 18 	 " 
19 

20= 

22 would propose that when it is that close that we can anticipOe 

CIS-  such aatatus, that we (that is, the Board of HarborCemmiskon- 

	

, 	 Q  
24 ers of the City of Long Beach and the City Attorney's offfeeL ,---„„ 

	

, 	 6 	 1 , 
25 will haverP  adraft of contract that we will have ready to submit 

,_. 
20 for the process ,such as we have under- this o2ntr3ctso that 

27 within the 180-day period we scan get ocz-: another contract =4 

28 have it ready to go. We can't anticipate what kind of a con- , 
29 tract it Will be It might be so scar down the rand that itiJill 

/1  30 be simply i stripping contract or some other kind of 'conekact , 
,,-)  31 .that' we can't anticipate at -this time. It would require 



c. 

2 

a 

4 

6 

6  
7 
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/V 

considerable thought. We would have to update it from time to 

time as time went-'-,op, so when we gotte the point, we would have 

something concrete to submitk̀o thealands Commission; and we 

would'anticipate =that =from time to, time this type of"proposal 

will be submittedgby the City to the State,Lands Commission staff 

so they will know at is going on at all times.s 	
0 

MR. SIEROTY: Mr. Goldin has suggested that the State, 

be involved in the approval of termination. Howard, i/Wiender = 
, 

sl, :f----AO you mean in both instances -,, in' other words, where termina- 
, 	 ci-----,

------',--, 	 _ ,, 	, 10 tion comes ,by way of the cont,,rattor's exercise of that provision 

'11 or in the event that- the City wants to exercise it? 

12 	 MR. GOLDIN: to either instance. 
c__./  , 

3. 	 MR. SIEROTY: In either instance the State taaOs do „,. 

..2 
14 mission would ha41,-e to *prove k,715,the termination rights?'' ,-,  
16 	 MR. GOLD

,
IN: IGregard that as so akin to a modifica- , 

, 	 , 	 , 
18 tion or an alteration of the-contractns to necessitate State ,  
17ji Lands Commission approval. 	,, 

2_,  
-.\ 

18L1 	' NH. SIEROTY: So the contractor would have to satisfy ,---, 
1BJj not only a majority of the Harbor Board, but also a majority of 

,-,0,c\\', 
20- .the State Lands (Ummission that this contract,  was

; 
 n1)4 profitableT,  

21 ---------) MR. GOLDiN: That Is correct; and althought* Hornig ,,, 
22 mentioned W,f1  k4:5ibaity of aside agkeement,to 	h effect, 0-',r 
28 another alternative -- and perhaps e,more practical one -- would 

24,41% be to proVide for such approval by the ComMission in the contra: _,___----7;. ----_, 
254, 	itself. 	 b 	-1-f:,, 

-': 	, 11 _ 
(1!—'13 	 q MR. CHAMPIONt—Another qUestion in that)same,yarea: 

iii 
27, 

 
I was curWis as to the language used by the stafr(recommende-, 

I 

28, tion: "Once the Contractor or the Board has given (the 180 

29 	days' notice) to termin4te the contract, neither /pasty may act f,-,  
30 	unilaterally to revoke such notice of terminaiir.” Is it inn- 

81 	tended here that this/ binding' onthe.one who i-ea the notice?.  i 

f 

\ = 



tised forbid. 

r
l 

C.> 

8 

9 

1,9 

'11 

12 

13 

14 

16 

17 

20 

21 

27'  

29 

30 

31,  

1) 

It says, "neither party." The thing I am trying to get to 

Suppose we should'contest such determination that it was not 

°profitable and `'thereby attempt to stop the notice of terdinaton.',. 

That language doesn't mean to indicate we couldn't doso? 

a 0 	MR. SPENCE: Mr; Champion,,, the notice doesn't gd out 

0 until that determination has been made . 

MR. CHAMPION: I see. 

MR. SPENCE: ... and the reason for that„ofcCourse, is _ 

that having once givenothe notice the determination has been mad ,  

that is the time when we have to go into this other situation' 

that I just mentioned, an&we can't let the contractor get daWn 

to the 179th day and change his mind. This ,as to be out to. bid 

and ready to)-go within 180,days. _ 	. , 
14a. CHAMPION: '=,Sothe,Prim-ary purpose is really to 

--4" 
attempt to prevent a change of, mind on the part of the 

contractor? 
, 	,  

---- MR. SPENCE: After,the determination has `peen made ------ 

and  has `been indicated. 

between the partiespwhieh can be arrived at concurrently and 

doesn
v)-
't have to be cemOleted before we 8.7 forwaiecyan4,get this, 

contract an the roa41-,,in the formeneier which itcan be adver, 

1) 

MR. !IEHOTY: I'd like- to askwhether the side agree-

ments, have been gone into-in much detail., Have you worked out 

,,,,,--v-are the major policy considerations which Will be made by'' 
,- 

the ,City- with the consultation-and an?rovai of the State Z)ndS' ---"' 

23 Commission 	 tint  ',._j  %, 

__,I,  
24 	 Mk.'HORTIO: Not beyond oie scope as.,stated in the ,--- ---1, 

,,-- 	._.  
25 agenda item relating to policy problems. 4s.' you-;  realize, we  

26 nave been workingagainsta deadline here and the first problem 	\ 
-/--,'  

27. 
C9 
is to seta contract gdipg.. We did flag this for the attention 

 
28 of the Commission, (,:bat this is the intent and understanding as 

-4t,- 



MR. CHAMPION:-  Let me ask you this ,,--The intention, axV" 

i would understand it, is to have the same.(wherever they are 

ii 

applicable) side agreements,ae'are contemplated in the new field. 

This is the general area of ̀ thee-side agreements, and ...zhere they 

are appl#able, as they would-tiein, most cases, you,wauld have 

the same side agreements in;both contracts:" 
-=•' 

MR. HORTIO: In principle, that is correct. Because 
\ J. 

 . 	 , 

of differing ftictual. situatiOnsthere will be some differences 

in details. 

Again, I want to point put to the-=-scommissien that'the 
 

Commi-aion has comple6 control in this situation, because even 
, 	Li -,0-- 	., 
if they' approve the contract and it goes to0bid, izhe award' of 

the contract is subject to appr0011 by the Commission after the 
0 	 0 . 

14 bids havo been received. In otherWordsc-having a hypothetical 

TO situation Which Iamsure won't arise, if*didn't have satis- 

3 

8 

9 

12 

13-  

factory side agreeMents at that time, I am sure the Commission 

1711 would not approve the awarding of the biki. 

18 	 MR. SIEROTY: I,have one more c,,,mhent, Mr. Chaixmall---r-=-  

lg I was happy to see a provision here for an anti-discrimination 

20 j  clause and I'd like to suggest one word be dropped from that 

clause,the word "hereunder." The contract reads: ".... in e 
22 conducting operations hereunder." 

23 	 MR. CHAMPION: Can we contra any practice except 

0 

24 sunder the ,contract? 

MR.C4c410E: I don't think thatis very lair to the 

281 contractor, Mr. SierOty. All I think we can ask is-that he 
 R) _ 

2? comply with'this contract. I think the State policy takes 

28 care of that. 

29 	 MR, SIEROI 	This would be conforming to State laws. 

MR. CHAMPION: Wrel1 there are other state laws on 

n that. 

,;) 
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MR. SIEROTY: I don't:think it hurts to 

contract, though -- two remedies instead of one, 

Instead of two, 

Spende? 

tractor 

\ions 

'1. 0  Put that provision in there. 

'C1A)MR. SMITH:-8 We have-no authority to police his 

elsewhere, 

MR. CHAMPION: Do you kaveany comment on that, Mr. 

Elk sPENCE: Yes. I don't think it is fair to ̀'the Con- 

tract prevision itself, regardless of what other 

have been made by 101 

COLDTN: les, Mr. Chairman, 

NR.. CHAMPION: That is the_whole reMPO under the ce7-3.,, 

provisions  may 

-46 - 

MR. SPENCE: We have absolutely no authority to police 
2 Ci 

his practices either in the State of California or oLtside the' 

United States qf America. 

STEROTY: That is right, Mr. Goldin, is there any 

remedy for failure to abiderhY that provision in the contract?, 

MR, GOLDIN: NO, there is not This being not d ate 

conrct, we took the position of-requesting the city'§'. Acquie- 
, 

cenceln the State policy of inclusion of standard language, 0 

which I believe will be in all Stare4contracts• but this no 

prescribed remedy,and I have doubts as -0-  t.4, effectiveness of 

inserting a previsioa other than til4t ugrmalk:Y prescribed by 

other provisions of law. 	 0 

-1fflt. CHAMPION: Limiting it to the activitiea bere7 

under -- in other words, to this contract area -- what would be 

the remedy of:the State in the caseOf discrimination? 

' MR, ZULRiN; WelI,cWa,could ccntend thatc-the contractor ,-,    

Was guilty of a, breach t-0  4s to-constitute
\\ 
 4 def441t  under the.:,  

eontra:at•  



MR: 0901N;-rsat's 

cnowtm Any further questions? 

powwww; -you w°414  have sped-fie Perform- 

MR,VIPVIPIONr The, OtbOra would be under the Fair 
, 0 

Em playmenr iraottooP -Cede. The others would'be-Pader4he law 

5 ll  withogt'reference to the contract 

4 

5 

7 

B 

0 

10 

12 

1-3 

14 

15 

10 

17 

18= 

12 

Ra 
-
21 

44CP under that last P141.14,0  

0  tat OOLDIN: W01 1461114 eert4141Y try tq invoke it 

NONOOR OPSULLI9AMP',Whyis twonty41Ve years the term? 

is _there any particnIgr-reasp0 

MR, COLPT01 Long Beach el:atter -requirement sets•a 

MAAJ,M4M for this  type ergeetreett 

4 1OYS is At .054 regocaeof the accountant, who i4 Very M4,61 4iF4- 
/44# OPM1Pg;VEPe,r444P4-We hi ►e 74 years. 11  months and 

Ir 

22 District, 
__- 

25' [ 

24- 11;14a4t1PuM, 

$FNATOR'0!SUWVAN; All right, Now we 4VecgAt the 

Why should it be as  much 40 twenty five? 

KR, Sl'ANCR; Why shO41d it 25' 

28 
	

SLR TORO'SULLIVAN; Yee.  
27 
	

MR,VENC6; That's an engineering (Plee 
28 if  
2q ', 

will have tube engineers answer that,  L 
 

,___._ NR4 -SMITH: ' Under the anticipated 0pprot:Ono, the 
	,'" 	will, 	

, 	.0 
Varied of high prof0ability 	 be  early in the .co4ptsact 444 We 

feel that it is desirable to retain_the bidder or the contractor 

= 

turned tnaftbe Long Hooch Oil Decdopment contract expires on 

March 24:p 1904 instead of on tho'fi;t5't of APril,  or tie 31st of, 

March. t mikes tt easier frpm an accountioaAtendpoint, 
5R$4 OR P'SULLIYAN; Inn  speaking of the ,outantive 

res.on for 34" to oCtwenty7five years, 	2,,,=-3 

MR, S?ENC4 Section 229 ()def. the City charter pre-

scribes that it moil not exceed twenty-five YoOrs in .tbe Harbor 



OI 

0 

that we get at this time for as longs peasibie,J.hseause we will 

2 be getting a,bid which will be based on present worth in the early 
-00 

part of the contraceand therefore will get 4 more favorable bid 

to the City and State; and we feel having it "aslong -as poasible,' 

twenty-five year, it will make money for us to the end. In 

	

O 	other word, if we were to resubmit this, say,:, 14iftecn years, 

7 conditions will be degenerated to-iOmeatent and we could expect 

	

8 	A ,I.saer hid to the City at that time: 

MR. CHAMPION: You woUld get leas then out of, the ° 

	

10 	volume situation. 

11 MR. SMITH: There wou d be no advantage -- the peak 

12 production would have-/bcen'paStp 

14 	 SENAT O'SULLIVAN: Who has the contract now? 

14 	, MR. SPEWCEr The existing contract? 

15 	 SENATOR O'SULLIVAN: Yes. 

18 	 MR. SPENCE: L.S.08. 

17 SENATOR O'SULLIVAN : Wne—isIhat? 

18 	 MR. SPENCE: L.fl.O.D. is 'Nevada corporation. As 1 

19 	understand it, it consists of Signal Oil and Gas company, Stand-. 

20 	ard, Oil Company of California,Mumble,Oil Company, Continental 

21 	Oil Company, The Termo Company, and Macrate,Oil Company. Mr. 

22 Hughes has Jur 	 . handed me a note that brenka down 'their percent- 

23 	ages, if you would like to have thf t. 

24 	 SENATOR O'SULLIVAN: Could we have that? 

25 	 MR: SPENCE: Standard Ott has 28,.5; Signal Oil and Gas 

28 ham 57.0,_Athatcbeing because oetheofactthat they have purchased 

27 or acqutte/  d the interest of Hancock Oil Company; Humble Oil FOM- 

28 "may, 8.5; Terme Company, 2.0%; Macrate, 2.07.; and Continental, 

29 	2.07.. 

*) 	SENATOR O'SULLIVAN: Do they have anything left in, the 

31 way of interest in the capital equipment or anything? c,  

(.3 

,cs 

- 48 - 



ii -,-c*. 
(/ 	 , 	 -7----\,„  

MR. SPENCE: No, sir; all the'opeitslca4ipment is 
i,7_, ------i 	 ,\ 

owned by the City of Long Beach injrust for the Stct(eof Cali j,, 

fornia. Any property they:Might own would be personal property 

 

1 

2 

3 

4 

5 

7  
--e 

9 

10 

(( 17. 

12 

13 

14 

15 

10 

17 

3.9 

20 

21 

22 

23 

24 

25,  
o 20, 

27 

28 

21'°  
30 

la 

   

     

    

0 

   

      

      

      

the clOsing date of the contract? 

they have An their warehouse that they haven't been reimbUrsed 

for. I don't know how much that amounts to, but thatoia -0[Or 

problem. 
(( 

SENNMOSULLIVAN:Wilwill we have 	reimburse 

them for ft? 

MR. SPENCE: No, sir -- not unless they use it on „the 
'subject lands for 6i1 operations. 

_//7  
SENATOR O'SULLIVANIf they fa

, 
 il to Ka this contract 

Pnd get it, as far as we 	°neer-nod we are clear with them? 

MR, SPENCE: Yes, sir. They win have to dispose of 

their personal property. 
0 

SENATOR O'SULLIVAN: We don owe them anything and 

they don't owe us-anything at the closing of the elapsed period 

or term of the original agreement; is that right; 	)  

MR. SPENCE: I assume, that is correct. Let mes,ask Mr. 

Eshnaur. There will be a delay in payment for money that 1s  due 

as of March 20, 1964? but not for anything thereafter nor for any 

of the property they own for which they have not beet. reimbursed. 

SENATOR O'SULLIVAN: Is that mone)'due on the due date, 

MR. SPENCE: The twentieth,of th ollowingmenth. 
e/ 
	1 

SENATOR 01SULL1VAN: Is there A provision for interest 

in the event it isn't paid on the due Ante? 

MR. 'SVEtia: I don't believe se -- no. They arepaid 

out of oil. 

SENATOR O'SULLIVAN: They are paid out of oil? 

MR. SPENCE: Yes, that's where they get their payment 

out of oil. So it will be out of oil prior to March 20, 1964. 

- 49 - 
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tend '.o be less profitable; let's put it that way -- bct had the 

term of the contract been less, we could have had a prn-iiiiSion 

/7> 

50 - 

30 

al 

SENATOR O'SULLIVAN: If they owe us money after that 

date, is there a provision made that we get paid? , 
',--, 

MR. SPENCE: If they owe us money, W.,.1 will get It 

SENATOR O'SULLIVAN: Will we get interest? 

PMr-• S ENCE: I 	
-1 

don't believe there is any provision 
--= 

for intevr*est in the existing contract. I really can't answer 
"-------,., 	/, 	 z.. 

that, Senator., The staff advises me there, is uo,,suct9 provision. --.,.,  
SENATOR O'SULLIVAN: You have worked, haVe you, on the , 

\ 	.._,-  
other c ontractfor its life? 

) 	
' 

9 	.0 	 P-, 
Kt. STENCE: No, sir.. I have been in the City Atter- 	 fi-- 

1/  
ney's Office (since F'e..,bruary 15, 1955. 

')) i 

SWAIM 0 I  SULLIVAN : Who has? 

MR. SPENCE: Mr, Phil Brady. 

(( 	SENATOR O'SULLIVAN: Is he here? 

MR. SPENCE: No, sir, He is Assistant City Attorneys, 

officed in the City Hall. 

SENATOR O'SULLIVAN: Have your relationships, as far as 

you know!, with this company been good? 

MR. SPENCE: As far as ̀ I know they have yes. 
...- 

SENATOR. O'SULLIVAN: No problems? 

MR. SPENCE: - Not that I know of: 
	

0 
3 

MR. S1EROTY: May I ask a question? It has probably C-6 

already been answered,,;Wt--31 want to ask it a differi3.nt way.  

Senator O'Suff4an asked why we,picked the term twenty-five A 
years. It seemsthere are some provisions that perhaps may not 

0 

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

term been shorter; had the term of the contract been at ten or 

fifteen yefirs -- I don't know at what pOint this operAion would 

 

0 

 

if 

contract. 

- 	'0 I have' not worked on the 



0 0 

0 

0_9 

0 

0 p= 

c2 

for gross profit instead of0not andowe need not have that provi-, 

sion'excusing the contractor paying beyond six -months, Could yoU 
o  

tell me again why the contract could not have been written for (x 

period which was a period of assured profitability?  

MR. SPENCE:' 	let Mr. Smith answer that. I think, 

he directed his remarks to _,that vevy same question before. 
MR. SMITH; Welt, at the risk of:Yrepeating,myseM it 0 

was our belief that high volume of oil 4t the high profitabil-

iry that we_enticipete in the first five or ten years- particularly 
, 	 , 	op 

will attract the maximum-bid thot,we0could hope to get; and, we 

hope, Of course, that the operation will remain profitable to the 

contractor for stsjong'a,peried as possible, so that we can enjoy 

that more favorable bid to the City on this operation for the 

longeSt 'perip000colf(-  

We saw 
0 	

reason to arbltratily is, period of 

possible4,  

V". 
time in which we Would operate under alavorabl bid to some 

arbitrary ten or fifteen years, because it'is arforegene conclu-

sion, I belieweOhat when this contract or if this contract 

were to (Come up for renewal and rebidding in fifteen Yeats, if-

thenrOfitability'was less and the oil was d?wn that me°would 

axpecta poorbid aid therefore would suffer between the differ-

ence,in the,bids during^ the last ten-year period,,  

-MR. MORTIG: I'd like to amplify on that:, 1 thiOk-yoor 

question, Mr. Sieroty, presupposed, and certainly a shorter period 

contraWould be,desirablereloted to a segment of (4ak prodUc,  

tion, where production reached a° peak and started to drop off ° 

again.,  In this particulax instance, since we a'rein the✓ alieond 

twenty-five years, peak production has been passed, and while a 

substantial part of the production or the majority of it will be 

acKeved in the next ten , or fifteen years, nevertheless-there 
_, 	

-, 
o 

is X continuing, decline -- which is in'effect even now and every . 	0  
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day here on out the available production will decline, There 

will not be another Peak under this contact, 

excused from any liability resulting from doing things that the 

City tellsdh 	W jdo regarding suhsi&nee 147-1,r Golein, d - 	' cr 
you knoQ r.fiat clause that'-'isl I'll tell jiiii'why I asked; I 

think this clause is written pretty broadly. 'I)  

AR, SPENCE: )ection 26, page4I—Lto 44. 

P. GOLDIN: Ar, Nieroty, I think cthe policy determina-

ton forcegcluding damage$ allegedly due to subsidence may be ex, 

plained in this way; YOu will recall that thO legislature in 

1963 in Chapter 1847 authoed a settlement of the Anchor 

SIEROTY'k One more question; The contractor is 

0 

Q 

C 	
Ci 

3 Rattan. In Section 3 ot' that statute there 

,;Undinfr that since the ecntractors operated 

scribed by the City and without negligence, 

18 to invoke the inOemnitPOwlsioos of th 

34 a legs-I:nave 

in the manner pre 

Waivers at the right 
9 

contract-Were euthov,  

iggd, In the light of this legislative finding, we deemed it un, 

likely that it. would be posSible to held contractors accoOtabl;, 

for alleged sohiidenee d4Mage,,when theY401120we3pordera given by 

the City, and* thought the4eIntion of this type of indempifi, 

cation would `have artendency to enhance the bid ,r'whoreas the 

<,ainclusion of such ').„,hi/ity might have a tendency to depress 

NIFROTY: The point X -Wanted to reiseql,  ThiS only 

e10!kk the contractorfrom liability for that erea,1 damages 

resulting ttOm subsidence; in 	words, it 4s0  narrowly drawn? 

MR, GOLDIN; I believe the exemptioni were, nat two-
, 

fold; One, with respect to subsurface trespaaa, and the other 

with respect to subsidence damage. 
_v 	 C - 

AIR. G11ANT'ION9 Does anyone else have anything  Enkther 

to add? - (No response), - I think: then,' the probtemoie to set the 
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time for the ,next meeting. Mt. Wag, do you have-4 suggestion?  
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HR. *04,RTIO  Yes, Mr.cchairman,  In the--  interim,'-'we,) 

ve checked your calendar and that. of Mr. 654i-oton, the two MO- 
. 	0 	 , 

ber4 here. I haven't been able to discuss this with Mr Steroty; 

but ThuridaY, October 10th, at ten a.m.,here,would be avail-Ole 

both for Mt; Cranston's-and yourself. Would this be eatisfeatory, 
01,/-  

Mr. Sieroty7 	 l 	 p- 

'----' MR. SIEROTY: Fine. 
9 

MR. CHAMPION; I think that will mean there will be ,9 
 (

i 

ten dais available to those who wish to, submit further'observa. 
Y  

*".4415 or raise other - questions. While therl are ten days avail- 
° 	 0 

able, I'd like to ask anyone who has comment, to make or who has°  

?-a question to rare that they rats it as early as possible- before 

that date. ifereally do want to arrive at a final conclusion, 

We won't preaude further testimony at that October 10th meeting, 

but-I think in order to have the staff information and analysis 

and to `gilie Long Beach officials and our own staff an opportunity 

to look at this material and to reply to it before' the 10th, that 

should ask everrine possible to cooperate in speeding lip this 

process. 

JUst as soon as you know what you want to says, if you 

1141, let us tsvi 1.t in writing, so we can have our staff and the 

officiels-of'Long Beaq,,h ready to respond or supply the answers 

Or reply to the arguments.° 

MR. SPENCE: Mr. Chairman-, may I make the request that 

in order that we may not be in the dark as to what these respect-, 
ive suggestions may be, when they direct their proposals to the 

State Lands Commission staff, wevould very much appreciate it 

if they would send us a,
,  
copy sO'we can study it without delay.  

-.c_,,.  
'MR. CHAMPIOM: I think that is an excellent suggestion 

and we would 44k that, those who wish to 'Comment provide copies' of ., 
 

that_ comment to Long Beach.,. 
1 6,  

( , - (End of item) 
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