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NOTIFICATION TO CITY OF LONG BEACH
TO DIRECT FIEZLD CONTRACTOR TO SELL-OFF CRUDE OIL
FROM TRACT NO. 1 OF THE LONG BEACH UNIT

Section 3(e) of Chapter 138, Statutes of 1964, 1st E.S. and
Article 11 of the Contractors' Agreement for the Long Beach
Unit, Wilmington 0il Field, provide for the seli-off of up to
12 1/2 percent of the crude o0il allocated to Tract No. 1 of the
Long Beach Unit, all of which is to come from the Field:
Contractors 80 percent share. The present 12 1/2 percent of
Tract 1 o1l available for sell-off was sold under two
contracts, one for seven percent of the oil and one for five
and one-half percent, and were due to expire on September 1,
1986. Pacific Refining Company was awarded the (seven pgrcent
segment [4,200 B8/D]) at a bid bonus .of $2.206 -per barrel gbove
the base price. Pacific Refining has defaulted under the - :
contract and the oil is currently being taken by the Field
Contractor as prcuided ih the contract. ‘Edgington 0il Company
is purcha51ng the five and one-half percent segment (3,300 B/D)
and paying the City a bid bonus of $1.883 per ‘barrel above the
base price. Because of the nine month lead time required to
put this sell-off into .operation, certain procedures must be
undertaken at this time. The State Lands Commission must
notify the City of Long Beach to direct the Field Contractor to
offer the o0il for competitive bid.

Because bid bonuses do not always reflect the true bonus that
the City of Long Beach will receive for this crude oil, no
minimum bonus bid is recommended with the understand1no that
all bids may be rejected if they are unacceptable. The bid
bonus applies to a base price, the highest posted price for
like crude by Chevron, Mobil, Union or Arco in the Wilmington,
Long Beach (Signal Hill) Huwtington Beach and Inglewood 0il
Fields, that normally exceeds the pr:ce used for calculatzng
net profit payments, the average of prices posted in the aboue
0il fields; thus, it is quite possible that a negative bid
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bonus could result in an actual bonus that would exceed the
previously established minimum bonus of 40,35 & barrel that
applied to the average of the posted prices,

This notite cannot‘bevgiuen mere than once in any 12 month
period., It was last given for the current contpracts on

October 25, 1984, 1p giving its notice, the Commission must
provide for a fixed term For the sell-off and specify the
amounts of o0il to be put out for bid., The necessary
specifications are sot forth in Exhibit "A" to this Calendar

Item,

Recently, the City of Long Beach received a negative bid bonus
of $0.728 a barrel for a ot royalty odl,
but based i

$0.07 per

OTHER PERTINENT INFORMRTION: ‘
1. .Pursuant to the Commission's delegation of

authority and the State CEQA Guidelines
(14 Cal. adm., Code 15061), the staff has
determined that this activity is exempt
from the requirements of the CEQA because
it is not a "project" as defined by CEQs
and the State CEQa Guidelines,

Authority: p.R.c, 21065 and cal. adm,
Code 15378,

AB 884; N/a.

EXHIBIT: A. Specifications for Proposed Sell-off of
Crude 0il.

IT IS RECOMMENDED THAT THE COMMIéSION:

1. FIND THAT THE ACTIVITY IS EXEMPT FROM THE REQUIREMENTS OF
THE CEQA PURSUANT TO 14 CAL. AaDM. CODE 15061 BECAUSE IT Is
NOT A PROJECT AS DEFINED BY P.R.C. 21065 aAND 14 CAL. ADM.

CODE 15378,
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ECTION 3(e) OF

£.5. DIRECT FHE EXECUTIUE

NG BEACH TO DIRECT THE FYE
FOR SALE BY COMPETITIVE PUBLIC BID 1
OIL ALLOCATED TO TRACT NO. 1 OF 1.E 1.ONG
MANNER AND IN MOL ) | ;
EXHIBIT "V AND PURSUANT TO CONTRAGTS WI
PROVISION SET FORTH IN EXHISTT tqn,

OFFICER TO NOTIFY THE
LD “CONTRACTOR TO--OFFER

2 1/2 PERCENT OF THE
8EACH UNIY IN THE
M SET FORTH IN
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W 9603,27
EXHIBIT "a"

SIGNIFICANT SPEAIFICATIONS FOR PROPOSED SELL-OFF OF
CRUDE OIL FROM TRACT NCO. 1 OF THE LONG BEACH UNIT

CRUDE OIL AMOUNT:

The crude oil which is awailable for sale is 12 1/2 percent
of the oil allocated to Tract No. 1. The o0il will be
of fered in two coniracts:

fi. One contract covering seven percent of the oil
allocated to Tract No. 1. This will be approximately
4,200 barrels per day ov 17.79 API gravity crude oil,

On: contiract covering five and one-half percent of the
o1l allocated to Tract No. 1. This will be
approximately 3,300 barrels per day of 17.7° API
gravity crude 0id.

CRUDE_OTi -PRICE:

The purchaser shall pay for the oil a bonus price per
barrel, which is the bid factor, plus a base price equal to
the highest price posted for like crude o0il on the day of
delivery in the Wilmington, Long Beach (Signal Hill),
Hunt1ngton Beach and Inglewood 0il Fields omong the
postings of Cheuron, Mobil, Union and ARCO. The pricing
provision should state tha, the price shall be computed te
the closest tenth of & cent per oarrel. The provision also
should contain the statement that if at any time the price
based on the highest posting in the four fields plus the
bid bonus is lower than the amount per barrel at which the
Field Contractor accounts for like oil under Article 9(b)
of the Contractors' Agreement, then and only then, the
price to pe paid by the sell-off purchaser shall ke the
amount per barrel provided by Art.cle 9(b). This situation
may arise because the contract provides for a later review
of average posted prices used to value the o0il for net
praofit purposes on a current monthly basis.

CONTRACT. TZRM:

The contracts will be for a term of 18 months commencing
September 1, 1986,
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