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ment for the ﬁamm1331mn at thms txme&<

,-stancaﬁa

| and the relatlﬂnahlp of the Lands Commlssian and tidelands

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

}ng‘matterrconcernlng the Long Beach Internatmonal Exposatlon'

&

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

ﬂﬁmmlSwlOH that premature reliance was bemng piaeed upun a

financing plan epen to major lepal cbjactmons and subject to

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

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

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

There is a large degree of confusmmn abaut the.falr

011 in fmnanclng this faix, and tberefore at thls txma 1t

would seem amproprxate to clear the air a blt on this matﬁer

i

I bclleve it should be noted fnr the recard that

sideration or action,

‘DPespite the reﬁeatedly expressed concern of the

possible disapproval by the Commission om other grounds, the

Exposition’s management has apparently continued to act on

the assumption of evantual approval without ever making a

OFIMGE OF ADMINIY /RATIVE PROGEDURE, STATE OF GALINGRNIA




15};$¢ut ﬁanda ﬁ@mmlﬁﬁion qpnravalﬁ‘

'51¢1ax1fi@atxapﬁmﬁ thase mﬁt erﬁ» Whﬁtﬁer they‘are bfﬂughﬁ to

/gfimm&s fer Lhese guxpgsas%;_"

'T;Qﬁfmantg have im?liad th&t.ﬁmelasman-&?Pfﬂvai of What“V$t pian |
“'"%fis ultimataly ﬁubmztteﬂ by the famx is a o rgamntym‘ Qhat lﬁ

"  Qfar £ﬁmm ﬂhﬁ truﬁh§

SRl

“zand unvemmfmad repaxts hava been reanhlng omr ears fer samn

‘~§ﬁbean subf;ttam?ﬁﬁﬁthe peﬁple of Lsﬁ% Bﬁaﬁh¢ &nﬁfheen apprﬂvﬁﬁf

i“’nr&ef ta avald mlﬁunéersr&ndmng and tu expn&itai‘

?ha legal questman 15 nat the iny peﬁgxble ba&ms

(\

;weeks aannernimg the egerati@n an& flnanmmai cﬁni&tlen of ﬁh9 fk

YﬁV?r&@used’ﬁamld‘s ?aizg Ye have he&rd star;aa that manﬁgamenﬁ/'

R e oo
t
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*fffby themz,whlah'wamld autharqze the actual 1avestmant uf tléa«7  ;5

B 7y .'
ENL

,flﬂmﬁ$¢gmlt avenﬁes mn tha £azr¢t Thms cauld nﬁt ba daﬁa Wzthwf~5*4

u”*sfgus affielally or nct we ﬁava asked tb@ &ttaﬁnay Genaral ﬁcr L o

»'"5¢hls apxn&an an ﬁhe &ﬁgalxty of any:@xe?0$al tﬂ use tldﬁ%ﬁndﬁf}7  f

 ﬁTﬁar dmsappreval by tna Laa&s ﬁammmsszany\hwwevewm Lnﬁavmrabla ";

;~ragreaantatives o 5nﬂmvmémais aliegadiy speakxng fax mﬂnagm%;;ff




Gutslde the area oE unvgrlfxed reports, there 13
“ﬁf the factual ana1j51s by the Clty'AuditDr of Long Eeach of the:'%w
"1 ?Fa1r management s beokkeepmng methods and procedures*ﬂ Thms
(‘f,éireport reveals certa1n~h1gh1y'unsatmsfaatarv condltlons and
';15 of deep conc&xn to us. - : |

'1 have made thms statemeﬁt in order to clarlfy the

i,

‘present smtuatlon and to serve publlc notice that thlS Lammls
sion has not only notkapprcved~m~ elther\formally or 1nt0rmaliy6~f

any financing plans of the Long Beach International Expositio:

-

¥

i

 but that 1t feels there are . oritically 1mportant questlnn%,c
tllegalliy, managem@nt and public p@llﬁy yet to be anSWereda)
MR, CH&MPION* Senator 0! ‘Sullivan is slttlng with
us here today by 1nv1tatlon* As you know, there was a Senate
subcommitteé'establiShed during the 1ast session to look into|
| the whole problem of new tidelands leasing; also the related
;:questionAof the replacement of the present LﬁByOng cantract*
Senator O*Sulllvan,ls sitting with us today 1n£0zmally to
: part1c1pate in the discussion of these matters.,
Is there anyone here from Long Beach who wauld Llike
to ask any questions on this statement by the Gommx831@n on

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

‘make sny comment on it? T \ o : ,(,
23| . MR. SPENCE: I believe not, Mr, Chairman.
24l MR, CHAMPION: ALl wmight, I believe in oxder to

:»'ff 25| expedite the discussion this morning, I think we will take up

| 26 ' the other two items «-= which I think will be very brief

t GFFITE DI ADMINISTRATIVE PROCEDURE, GTATE OF SALIFORNIA
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'" fwith fegar@ to Us 8. versus‘Aﬁmhar, hen WL Wlll pxoaead w;thr
““gjfull discuﬁsmanvcn th& Long Beach matterﬁ
| Eo‘you want to %ake rhose up”

k »f."7v3 MR¢ HGRTIG* M?* Chairmanx On Item 2 startxﬁﬂf

1 in reférred to are belng distr&buted to ycu by Mr. Kreft
4c:m::a:‘em:'Ly;gt This mathod of pmeseatatlon was adapted because |
"there are'numerous»axhibltsV1n connection with the-mther |
[‘,agen&a items and we felt‘itﬁdesitablevtc keep:them'5£parated
LQK mattars of Cl&tlLYm | |

| Tn,essence, pursuant to the authorlzatlen by thP
»Le@mslature under Chapter 1847 of the Statutes of 196 s whlc}

auﬁhorlaed a settiement of the case Unlted &tates of Amerla

versus Anahcr 011 Cempan . et al certaxn documents have had

to bé\pxeparad»mn connection with or preliminary to presenta-

ﬁiaﬁto the coﬁrt;.at_which ﬁime a}diSmissal with pxejudiCé’

o£ this‘acti0n is to be received as against the United States
~ of America in the tomprcmisa‘af this litigation,

The documents consist of stipulations as noted --

stipulations one and two respectively: One, for judgment of

- Rl settlement between plaintify and defendants; and, two, for
f,ﬁ?ﬁff 22 | "Judgment Vesting'Title in that Certain Condemnation Action

"»23 to be Filed,” the area to be condemned to be part of the aresy

24| required by the United States Navy in counection with the
'”ﬂ yfﬁfT‘25 Ue 8« Maval Shipyard, and the acquisition of these parcels

28| Ffor a nominal value, being reflected as a real value in the

O QIFIOK OF ADMINIBTRATIVIE PROGEDURE, RTATE GIf CALIFORNIA
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settlement of the Anchor litigatiOn and as part ot the stipu-|

| lation for dlsmlasal of Anchar 11t1gat10nﬁ

These stlpulations have been approved by and actuw

i ally prepared by the Office of the Attarney General as a

' 7 settlement of the actinms Hawaver, various c0ﬂdefandants,

that is private*defendants, in the matter have,insiataﬁ on

| the‘acceptamCﬁ,ofﬂthese documents by the Laﬂds Cdmmission

| over and above the preparation and approval of the stipulatiohs

by the Attorney General,

A full set of the settlement documents, including

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

and judﬁment'vesting title in the condemnation actian, have

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

documents are in campllance thh.the settlemc&t authormzad by,~"

Ghapter 1847 of the Statutes of 1963,
| In addltlah, the same statutes authorlze the Clty

of hong Beach to withhold the sum of $M,M00 000 fxom o0il and
dry gas revenues otherwise due and to become due to the"
State, and ta remit this amount to the United States as the
State's share of the settlement, The Gity’haﬁyasked the
Commissioh for authorization for the release of so much of
the money accumulatred ta September 3@ 1963 and the bmlanae
of any moneys owing te be wewitted from revenues which wmll

be accumulated in Qctober 1963,

OFNICE OF ADMINIBTRATIVE PROCKOURE ATATE OF BALIFORNIA




On Lhese baSeS, 1t is reaommendmd that Lhe ucmm13~"'

¥fsion apprave the form,aad content mf each qﬁ the Anwhﬂf 7”? o

ffsettlement documents, 1nc1ud1ng Lhe aﬁarementloned stmpu

tions and agreament to be sbgned by the Attorney Generai 1n» 
’eﬁfectuatxng a settlement of'the Anchor wase*iands in con~
'EOlety with the tatutes of 1963 Ghaptex 1847, the Clty af

Long Beach be»authorized tokremlt\ferthWLth to the United

. States oil and dry gas revenues from tide and Submergeﬁ 1&&&« “

© ® e A . ® R

rdue to the 7 tate on Septemhér 30, 1963 and that sald Glt]
’f 10 be further authorlzed to deduct from smmllar funds due to
“  11} the &tate fur the Succeedl g month” (ths Was a »ypagraphicml‘
12 -ierror‘and ‘month' wa3~subsf1tuted‘1n the copy before you) anﬁ
~¢ ‘13 remlt to the dnmted States on Wov&mber 1 1963 the balance
: 14‘ ’0£ any‘moneys OWlng to ?he Un tates by the State uhder

15| ~sa1d Anchor settlement,

*fflie e MR% CHAMPlON‘ ﬁww, all of thPSP documents enwlrelv i\
17 ~c¢1£0xm to the s&ttlememt that, the CommA531ou pravxously :

18 agreed to by resolut10n7

if §‘}{ 19 ’ | 'MR; hﬂﬁmlﬁz And to the SLatut@ vhich flnailv

20| authorized the settlement,

RL | o MR, QHAMPIOE;' ﬁﬁring’thé‘GBISQSSian Qf‘th@  
. Bz | Legislatura?V ;’ - e
© 23 MR, GOLDIN: That is right, sit,
24 | MR, HORTIG: That is right. | |
25 MR, CRANSION: Noting the amendment correcting

26 that error, I move approval of the staff recommendation.

i

1\ s iasantion
Yoo
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MﬁakaﬁMPIQN§  I there is no furfhar eamméﬁt,or

i Qﬁ€$t10n, the resciutmon stands appwavea unanimcusly,,

Bo you want

MR# HQRTIG*

to take up the thlrd 1*em?

be delivered to you geﬂtlemen agalnﬁ

Askthe;ﬁammissioners will recall, on. Sep tewber 16 1963 the

Commission approved the form and content of two deeds convey

ing the State's reversionary interest in certain parcels of |

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

settlement of thatksame Anchor case, ’
These'déeds had been reviewed by counsel for the

United States =~- at‘leaét Special cﬁunsel-at Los Angéles'had

indicated satisfaction with them pvior to thedir presentatinn

‘ln the United SL?teS Bepartment of Justxce, 1t was felt

graph in one of the deedsn

‘to Parcel H“and Parcel U is defined therein in practically

every sentence except one, Jt is the desire of the United

States that this be amended to imclude in that onaxéentence
the addltlmnal woxds 'to Parcel Ua“ It is not felt that
there is any'change}im the form of the daad;'that there
could wot have been any misunderstanding. On the other hand
this will satisfy the United States and, therefore, it is
recommendaed that the Commission by wesolution approve the

amendment hereinabove requested and, as amended, the form

It 13rthe~paragrgph-whleh relate:

GaLendar Item 3 appears o page 6 and 5

In subsequent revxew hy hlghﬁﬁ autharvky'

5
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Statuten‘

‘approved.

before this meeting?

anﬂ ccntent of tha deed of aonveyance atﬁacheﬂ thereto, Just

dalmvered tu you5 as eonformlng te the prav1smons of Chapter

1847 Statutes of 1963, ﬁectxon 2(c), and approve the forwarmw

iﬂ° af the amenaed deed fo the Gavernor in 11eu of the deed '
har&tcfore approved cn September 16, 1963 to be executed by

thg Governox in the manner prescribed by the aforem@ntlaned

| | - MR, CHAMPION: 1Is there any question or comment |
og,this? | |

: MR. CRANSTON: I move approval. | | |

MR, CHAMPION: I'Ll second it and it will stand

N ,JMRQ'GHAM?IGN: Now to turn to the<majdr business
of this partlcular hearing, wnlch.ls ihe matter of the mrlilw
1ng and operatlng contract on,the Lanc Beaah Harbmr t;delands
parcel, | | e i
w {ﬂalendar Item L o=~ Brllllng and @peratlng Contract
~ Long Eeach Harbur Bepartment Tldelands Farcels,

dBaard of.Harbor Comm;ssioners, thy of LongBeach3
Wilmingtun OLl Field == L,B.W,0, 10,190 -~
Discussion on this item has been réproduceﬁ in
- mimﬁogfaphed'ﬁoﬁm, pages 1 through 53)
MR« GHAMPI@N: Istthéré,amything fgrthér.ta come

MR, GRANSTGN I'd 1like to ask, &s & matter of

nfmrmatlmn, if there is anytnxn to report on the East

OPHCE OF ADMINIBTRATIVR PROCROUNE, BTATE OF GALIFONNIA



V;W11mxngton 611 Fl&ldw ‘,‘ ,‘9 : \,"

. sl L

f) R
» 2{; MR& LINGLE* Last Yuesday ﬁhe Lmty Gbunc11 after ,f;
i 51;;1Ls ﬂil Commlttee had cenSLdered a]l of your suggestmans on 1
yfﬁfl‘lt adﬁpted a pcsmtxon rxA,'*rmlng the ¢@ntra¢t which uhe
i 5’iCmty had ormgznally presented to the Lands Comm1351en, w1th
1 6  the exceytlon that they~100ked&W1th favor upcn the 12}%:'

7 selloff. | | . ,
 8 ‘ | MR* CHAMPIOH* Is this a<F1rm pobltmon which is now
9| ready to be reported to us, or is there to be further discus-

10‘ smon in Long Eeach¢ |

:'11, | MR@ LINGLE‘ Tbere«was a resolutlon adopted 'Wthh
. 12| the City Clerk malled to the Lands Comm13510ﬂ, so as far as i

lﬁf“‘I an eoncerned,lt is a firm ponxtmon, - L
14 \ : | MRQ SIEROTY' ‘Mr. Champion, there was an artlale xn‘
15’  the paper whlch.stated that cne of the reasons why the Glty
 16; COHnCll took thlS p031tmﬁn W&a they had not been farmally |

g"'175\ aware of the State Lands Commmsszon 'S pa31tlonak Tf they
18| haven't been fnrmally aware of our positlona naybe we. shaﬂld |

19| adopt some resulut;on or somethxngm

20 | . MR, HORTIG: HMay I cmmment‘on that? The Lands

21 somm1$$x0nfq communlcatlan.with ﬁhe City ﬁcuncll has, all
22| during the pericd of nmegotiation on all these contracts, been
a3 through the City Atto*ney s Office of the City of Long Beach.

24| The City Council was fully aware of all the doammentatimn and|

26 | all the reports of the Lands Commissmmn‘througa the City

“ “?' jL» 26 | Attorney's Office; but this press repyrt quotes two councilmen,

: L ORFICR OF ATAINISTRATIVE PROCEQURE, BTATE OF GALINORNIA
BEEE [T L E RS : :
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7; £ae11ng n“ lack of Lammunlcatman.

',»abcut any channels of communlcatxonq

refu51ng Lo con51der the Lands Lommlsswon‘s pO sition in this

: matter?r

- pE mommumxcatlen channeling shauld haﬁe been 1nvcked“ ThlS

'news to him and it certainly was news to us that there was a

MRg LINGLE*U vaxvusly, 1 can‘t report on what

”ndlv1dual counaxlmen thought but the fesolutlcn thaL the

'Jﬁlty Counaml adapted'made no mention about thls problems It»
was dLscussed and L havzng been here and there dlé my best-'
ﬁ:tc,relate~what L thaught was the Lands Gammmssxon's‘positxon 
w'aﬁd‘éll I cen say is, although there was discussion at the

tme, that the resolution which they adopted makes no~me“t10n

Mﬂh»GHAMEIGN: Eoes it providé any reasans‘far""‘

MR, LINGLE: No, sir, I think that went on in

(

ated on iﬁ, as was their duty, this w thp nitimata’outhme,

of. their delmbaratlmna e Tt thay‘themqelves 1ndividually
did not express whatever thelr reasons may have been.
MR, CHAMPION: And there was no statement that

certain conditions were acceptable and certain others were

. their cwn[mindga 'The staff of the City had'gene iﬁta'langthﬁ'
’7aon51deratlon of your p%opvsal& and there was dlscnssmmn and |

1 reﬁommendatlons as to which Qf the proposals could be accommd-

3

DEFIGE OF ADMINISTRATIVE PROSKOURE, BTATIE OF CALIFORNIA

ok S | e
¢;fwho 4uddenly perucnally feel that passmbly sdme mt&er type

:ﬂywas news, I thlnk - 1‘11 aSk Mrg LGgla y 1t was probablyf?5 

dated and which could nat; and whan,ﬁhe~81ty csupe;l delib@xg1_xs




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

Would you relay that invitation and See what

responue you get?

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

ko come before the Gommise sion? If not, we stand ndgmurneﬂg

il: T

s

ATOURNED "TETHO %.Jgi}ig»

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

Item 1 CDrllllﬁg and Operatlng Contract Long Beach Harbor

been reproduced on stenc1ls in order to be mlmeograpaed

"contalnka full, true and correct transcript of the shorthand |
| notes taken by me in the meeting of the STATE LANDS COMMISSIGH

| held in Sabramento,fCalifprniann‘Septembe:30,'1963@'

R
o o G

12

. CERTIFICATE OF REPORTER
e "~gfy7:i T T A e
I$ LQUISE Hw LILLICQ reporter ﬁor the Office of

dm1n1Qtrat1ve Procedure, hereby certxfy that thé fcregoang

Bepartment Tmﬂelands Parcels ~ Ly B@W@G* 10 190) whlch hava

‘ 'Datad: Los Aﬁgelea,‘Califorrga, Qctcber 4, 1963,

OFFIDK OF ABMINISTRAYIVE MFBSEDURR, BTATI OF GALIFORNIA

I

i
it b e it o




A
) i > e
2 - ? o IR
- = - £
. = ) N S
c oy . = g B
\ 2 o = =
& N -
\ A \jj, B i .
™ e - . T T 5

o & R ./’/ ﬁ» N - < . <IN '1”j
S @ < s Yoo o = ~ : \\( S
@ . .
: . ~ e e . //7 > . Nl TS
2 , . B > A .
7 bo) . FEIN N \/ . ) “;
- @ ) - ‘/,I'O .
(O(ﬂ/\ﬂ ‘ o o 7 ;-
- 5 . : = s e
~\\\\_J) 0 ’ = et . )
= T STATE LANDS comrssr.on T
® o EN . °F . = % g ( & o -
< 7o SACRAMENTO,ZZALIFCRNIA . - .o s ®
- - fr V ) R \\‘,«: -, :\ : R = {:Q o . ; 4] .
~ SEPTEMBER 30, 1963 v > V0 LT g -
‘ o =T o oo o RN
P w e Sedrkikihk oo T o -
5 6. ’ = - ' p - :
k2 = I ! o - = e}
on . . : - = . ° R — T’ .
& o L ) N < o o . N a . W N
- ) o f,/:ﬁfz— N - = o - %)
gz 3 4 = o o B o " &
- o ‘ Q k . ’f
\ . - - S . ) ¢} 5 -
- 0 . N = I i o
o e N R ~ 4
W — - o o ' : B
P . ITRM L -- DRILLING AND ornammc«m:‘mcr LONG S
o “ Q ) = 4]
L / BEACH)‘ARBCR DEPARMN’[ 'IIDE;.ANDS PARCELS) BOARD ° . s
: oo 7 OF HARBOR COMMISSICHERS, CITY OF LONG BEACH, . S N
X o - . N eh, @
- 4 ~ 7 - o
i WILMINGTON OIL FIELD - - ;.. B-H.0. 10 190 s ) o . 5
o ’ U "// . C:;:\ = o =
; . N . < o : = ' > S
N 3 4:_\2 (?‘:{/ /_/,‘; B SN o W @ : 3
- S (‘/ v } &y ( °,
A . U “ - Q\b @ > L o E “ d
“ : - e = = ‘ 4 4 c ~ % , E
. B ~ — ™. e N . L ,:,
Q/ " = - , ' \ s . > ’
: o S . N = - ~ o e
> . (}) : _ - : E < ‘ ’ |
- B Gt
B o= . ¢ RN .
N = \'\<\ h
A < )
o o \"> h .
< Y T - iy < ) s
2 = Ty \L_ o S-\ ? P =




. 5 o S
© ‘M/
=~ ? C:: £ ] ® 5
s ’)\ i . i G : .
. . - » . 7
nO " : 4 \ }; {//\‘5 L/”Vb - Is}
o ) L PR .
- X 7 S & %
[ Y f
Q T - o f
oo < =,
fi TRANSCRIPT -OF THAT PORTION OF THE MEETING OF THE STATE LANDS < S
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Vi : = Mr. Haro’d A. Lingle, Deputy City Attomey, J\\ = -
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1)l CALENGAR ITEM 1 -- DRILLING AND OPERATING CONTRACT (LONGSSFACH
HARBOR DEPARTMENT TIDELANDS PARCELS), BOARD OF HARBOR COMMIS- N e
2| SIONERS, CITY. OF LONG BEACH, WILMINGTON OIL FIELD, L.B.W.0.10190 R
4 3 7 f;; - - N . . xy - . a e .
= , - . =3 > - S Q
4 .. MR, EHAMPIfO/N, Now, to turn to the major business of ° . e
Sl this particular heari ng, which is the matter of the d:illing and
S 81|l operating contract on s:/n/’r Long Bnﬂch l!arbor t1de1ands .parcels,
‘ - 7f we are still in a difficv:!t tlme siwauon with respect; to this =~ © "
. Y ’ 8| matter. We sre trying to r&ove it as expeditiously-as. possible % )
d Loe,
o gl but we still. have same g,roblems in so dolng, and Iq don't expect . = .
, ' & 2= L5
Ay f 10 that we will be able to conclude action on this matter today. =
it “ & . R o ) - » . 2
= - 1¥FF We want, however, to hear from ¢=veryone. S T
- . =
o 12 . Among the pro"bl’ s, I understand, is the fact that ip~- -

- - 13} dustry :epresentatives have\\nat had what they C“nsider to) be e

]
ey

144 adequate opportum’.ty to be hpard ca this matter, ,31though e

i6 ave had same very reeent communications. - T think probabl.y what . - -

Qﬁ) ‘18 ‘A/we will try to-do t:oday is to hear as much as we can, Tf ve \/do" \ ’

» 178 have problms and differences we will try to work them out this = )
RO 18§ week' and act an them at a specinl meeting next week Just how ‘

wf"} ' 19§ diﬁfic' 1t that will be we will know more about: today. © ‘\ RE 0\\

) 20 s We\\ also recogmze in some cages industryﬂ re/;resenta- ' o

S IS

21y tives will not be in a p051tibn to state their entire pu‘\ition
22 in this case because they have had the final douuments for so S
2% limited a' kime, s0 we will make it possivle For Zhoee people to , :

2 A 3 N .
28] file ussir posiu.ons with the staff during- thP comlng week; - 50 .y

e o281 everyone will have an opportunity to he heard on this before we

i
\
.
:

28 | take our final ,acti,o,n.r However, we want everyone to know we- do
. - T

\

27 consider this to be an urgent /g;/;?tter. We have discussed this - o

28} matter several times --¢ the reason ¥or that urgency, the need, to : @%‘

' > ‘

28 ~get a contractor =- to gaot him operatlng, so &here is no break | . . %\

o 99 in the continuity of operanon of this parcel. & « L= 7
o - 2 31 : MR. SPENCE: WMr, hairman may 1 make a s;atement? i 2&:,
& : /j = - ) = j;";ﬁ
- h € - U o R e : ]

o o E
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*Hy no&e is John Spence, Assistant City Attorney, Long Eeach

~ o

1'd iike tc cul; to the at ention of the peopie present that

Lo

.shortly after the Cormfission was given copies in a so-colled e

rough form an July 25th, these other weople, wnen they requested
it were given coples of the very same agreement. There has’
been very littxe .change since July 25th 1n tbe so-called firal

‘draft. The changes heJe not-been in substance, but as to form,

So if they have studied the draft of July 23rg~4L rhat's the
aate of it ==~ 1963,«they are thoroughly familiar with the theory
“ot this-contract, - L R .
. uuAHPIpN' ‘1 am not trying to raise this oue 1on;
I hope t/wre won't be any changes, but I want to be siixe t@at
everyone,whg wants to make a comment on this has a chance to”do
80 before the Conmission takns & finsl action. 5%& 1 think 1£ we
take that F;nal action githin a week it will ‘TEmove every pos-
sible problem in that respect and also keep toa reasoneb{e dead

far ss, ,Long Beach s prQF-ems are concerned

e

"line. as
I/, o MR. CRANSTON: Mr. Chairman, I'd like o stress/one

pointeyou went 1nto. 1f rhore are parties who have comments they

“wish ¢ to mske, we would strenuously urge “they be made z33, soon as

=

possible ro the staff, -and“not be reServed until our subsequent
l//_\

Qaeeting "If somebody comes in with a strong point Just when we -

. are having a meeting to toke final action, that ei};,delay things

MR, CHAMPIQ“ It is our presentiintention, 1f ot(oll
L_J “
‘possible, to’ toke nction at th ”subsequent special meetizg,
HR. SPENCE' My, /Chair*an may ) 1nterrupt one more.

timel [For the benefit of proﬂpeetive bidonrs, we want to call

e
~thelr attention to th# fact that.we propose to have a b%gders

meeting shortly after the notice inviting bids.  We have a kit €6

<

- X
[<]

S
7
.. .

hand out to’ the orospective bidders when they ask for copied\or \<%z":T§§

the contf&ct, which will show the econcmic hackground, the

KESY

r/

e

=g

[}
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accounting Proqnéurns' it will gi&e them all the data that'isa§
pert iﬂent tﬁ’f we nave been abla to assemble,

Vi av o
an opportunitv for ﬂame gixty duys to make chis study, °

A

1

Thursday, When they have any questicns o ecannmics or acéount-
ing.chey_can assemble in the board room at Long Beach und we
will answer any of their questions. So everyone will Kave an

npnorrunity, whether they are familiar with Wilmington Field or> I

Ry

not, to have<the backgrgund¥:kat will make them able to make a

- hid,
TN

0 ,-J

Hortig, if you will take up the agenda itcm'nnd staff recommen- <7

datio1a seses

MR, HORTIG' \In=view of the Cnairman s pteliminary

=

remarks, I belieqe another ptelinina:y

ptesenting the contvact for the Long Beach Harbor parcel ic
wonld qppear desitabie to revisw briefly the fhndnmental con-

cept;\f?d principal faq;ors of the, proposed contzac\\ 7\which

yéu are going to ransider,

©

o

@

3 propoge that we have a biddéra' meeting once a week, say on a

o

. MR. CHAMPION: With those prelipinaries, I think, Mr.

=

is in otder. Befor¢

o e

W:éhlso

So they'wilf”hagg‘:~

&

N

o Operations in.the area under the proposed contract are-

not for development of a new ficld but for contﬂguution ‘of pro-

aggi\,ThL§ prior developmcnt program for .th
productiom\qu payment of the complete capital investment by.

\d
“the Hatbor'uoﬁwission from tide1end 011’ funds, wequires a con-

tinuity 3n man; phases of the program.

L

the case of un iniciul development, selectian of 8 gevelopment

©

2

g @ =

&

e majority of:the

# duction and completion of development st:arted twenty- five years

o Q:)
° //"\
®
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Withouf this requirement for continuity, such as in

&nd opergtipg ‘program could, be made from a bread combination of”

alternatives, However) ih,yiew of the important continuity ro-

quirement and the committed investment

Q

of public funda, the

ol
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) cOﬁtract recomnended fqr consideration has been drafted to elimi-
21 mnate adminlstrptive dxfficulties expeticnced in the expiring con- -
d| tracts, and to optimizc‘chc re.enue return to the city and the
o= 41 State. f’A\\\\ . .
N Bec\"se GE the fn-exist{vg conditions Tdlsh to
\5 o i P / ! /-"«J - o
. 6 btingC%o the attention of thC'Comwﬁdsion“thiq,conrtact cannpdt
71 be cquated directly with any 2;54; form of contract or lease for .
B initial dcvc10ﬁmen~. . x . 4% . Wi o
g With that prclimin&ry, and in vieq;of the Iate relﬁﬁse‘
20| of thg £genda item,«Mr.yChqirmun, pe;haps the situation migh; be
11 expedétcd and e%eryoﬁ$/wou1d b«\complefely i{nformed if I read v
b \ Q T ! -
12() the prepared agenda item: \

a

The City of Long Beach, in accoré;gce with the provisioni:,
- , of Section\lo Chapter 29, Statutes of 1956, lst E. S., has

[
a

14 submitted this following documents for epprqval by the State
o 18 Lands Gommiss; zn prior to publication of natice® to bidders.
1, Drilling and Operating Contract. .(Long Beach Harbor De-
148 partment Tidelands Parcel), (RefeF\to Exhiolt C)
17 2. Notfée Inviting Bids for Entering into the "Drilling_and
Operqfihg Contract (Long” Beach Karbor Department Tidelands
18 Patgli)" for the production of ecil, gas and°gther hydro-
yaons from certain lands lying within the. Harbor District
. 18 the City of Long Beach, Californla (Rcf&t to Exhibit D)
i 20 3. Bid for entering into the "Drilling and Operating Con-
‘tract (Long Beach jiarbor Departmert Tidelands Parcel)" for
21 ° the production of oil, gas and other ﬁydrocarbons from cer-
. g tain lands lying with() the Harbor Distrifet of the City of
22 Long Beach, California, (Refer to Exhiblr‘E) A
23 4, Bidder's Bond. (Refzr to Exhibit F) . {ﬁ\\
24 In 1939, 1942, and 1944, the Boacd of. Harbor Commissioners
: acting for and on behalf of the lew\of Long Beach, entered °
25 into agreements with Long Beach Oil Development Company .
B Yproviding=for the drilling of oil wells.and for the produc=-
2681 " tion of oil, gas, and other hydrocarbon substances from cer-:
tain tide and sub ergad lands located in tke Long Beach
271 Harbor D;ytrict./ Subsequqntly, thése agreements were con-
C solidate by: amendments to effectuate éxpiration of all
28 agrei9rnts on March‘ZO 1964. .
(\\ - U
28 Thg/@oatd of Harbor Commissioners of the City of Long Beach:
must obtain a respensible contractor in order to provide
30 ©  continued production operations and maintenance of exiscing .
petroleum facilities and for the drilling of additional
3L~ wells and construction -.of additional facilities, and to
. S
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take, account fof, and pay to the City" ‘for all\of the oil
produced from or allocated to ‘such lands,

The ;ands covered by this proposed contract 11e compretely
withip the limits of the.Long Beach Harbor District and in-
cludellall harbor tidelands présently developed, .plus approw-
imacely 2,100 acres of undeveloped tidelands. ~{Refer; to
Exhibit A) \Within the developed harbor tidelands, 608
‘wells are, prcducing nearly 40,000 barrels of crude-oil. per
day. State Yevenue from this production (before deduction

: of subsidencf costs) is presently in excess of $800,000

per month. .

*The b4 for «nls prOposed drilling and operating cortract
would=pexawarded to the qualified bidder who agrees to pay
to the City the h1ghe°t percentage of net profits. No

“cash bonus or "advance production payment" is to be re- ;
quired. .Net prof.:3 shall be computed by subtracting
development, operating, and maintenance costs, certain
taxes and insurance premiums from the value of the crude .
0il produced from or assigned to the subject lands,

All suchk oil shall be vamsed, accounted for, and paid for
at the higher of either (1) the price equa¥ to the arith-
metic average of the prices posted by continuing purchasers
in the field - -“(Parenthetically, ‘continuing purchasers"
have been defined as thosa continuously purchasing one

- thoutand barrels of oil per day) - - provided that there
are two or fore such continuing purchasers posting in, the
field; or (2) the price equal to the arithretic. average of |
the prices posted by Standard 0il Company of California, ..
Union O0il Cempany of California, Texaco Inc.:, and Socony
Mobil 0il Company (or by such of said companies as may be .
posting in one or more of the following named fields: 5
Wilmington, Huntington' Beach, Signal hilL arld Inglewood .
fields) for oil wf like grav1ty. 1f there are not two or
more of such companies, each.posting aﬂprice for oil in two
or. more of such fields, then all of such oil shall be -
valued, accounted for, and pajd’ for on the basis of the
highest of the following prices: (1) the price equal to

the arithmetic averagé of the prices posted by continuing
purchasers in the field: (provided that this criterion shall
be applicable only in the event there are two or moré such
continuing purchasers in the field; or (2) the price equal -
to. the marxet price generally prevailing andpaid in the
‘field; or (3) .the price efual to thevarithmetic average of

$the market prices generally prevailing and paid in the Wii-
mington, I ntington Beach, Signal Hill and Inglewood fieids
for oil of !ike gravity. - 0

MR HORTIG: (continuing)} Mr. Chﬁ%rmar, at this point
it would appear appropriate to rea//f/r the reccrd two letters

received by the staff this mprjiyg relating to this particular

207

phase of the proposed centracts oo

 The first is from,aichfield 011 Corporation, addressed

4
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" We have seen a draft of Section 18.3 of the proposed
'Prilling and Operatinﬁ Contract (Long Reach Harbor Depart-
ment Tidelands Parcel)' which we understand wiil be con-
aéggted by theACOmnission at-its meeting on Septembex 30,

i

0

The fitst sentence of the proposed section reads é! :
follows - © )/

'All of such 6il shall bé: valuedy accounted and paid 7

for on the basis of the highest of either the price

equal to the arithmetic average of the prices posted by
.. Continuing Purchasers in the Field or the arithmetic.

* average of the prices posted by Standard 9il Company
of California, Union 0il Company of California, Texaco
Inc., and Socony Mobil 0il Company,” Inc,,-or their g
respective successors, in the Wilmington, Huntington
Beach, Signal Hill and Inglewood fields, for oil of °

e like gtavity on the day such o 15 run into the Con-
. tractor'' s tanks and/or p%ﬁ@li{ B

. D o

o

>

Richfield 011 Corporation ha(f ong purchased substan-~
tial amounts of oil in the Wilminpgon Field, suchpurchases
currently amounting to about 20,000 barrels of oil a day.

We ars contemplating the posting of prices in:the Wilmlngton
Field, and we respectfully request that our name be dncluded
with those of the companies specifically mentioned in com=_
puting the ave%age of posted prices. !

{

s

MR, HORTIG: (continuing) The second letter, dated

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

Standard 01fl COmpany of Cahfomia Western Operations, Inc ): &

" The Standatu 0il Company of California hplds a 28.5%
¢ interest in the Long Beach 01l Development Company which
currently operates certain Long Beach Harbor Department.’
tidelands parcels. As a stockholder, we hope to partiﬁ*-
pate in the benefits of'a Long(ﬁeach 0i] Development Com--
pany bid on’the proposed new cogtract for these parcels,
and to purchase from Long Beach 0il Development Company a
portion of the oil n:gduced therefrom, -
; Under the existing contrnct the crude oil is priced
at the average of the prices posted by cprtaiq companies on
“thw date of delivery. We understand ‘that consideration has .
° been given to modifying this to a highest posted price
basis.. If such a modification is madé, it will prevent

Standard frcm artlcipatlﬂg in the bidding on_ the proposed
new contract in any. way.'

!)\

T

. The 'average' posted price basis whizh has bee:used - © ).
“since the existing contract was awarded in 1939 has resulted
in payments which have reflected the true market ptice, and
. has been equally fair both to the City and State, and to
the contractor.

i

%}

. g » o

From Standard'’ s standpoint, ehnngin the basis of pric-- e o 4
ing cride oil from 'average' to 'highest posted price o p
would not only create a number of financia business and
8 °

&
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"legal risks ‘in tegatd,to thd.0il taken under this < guntract,
but would also create serious problems with respect ¢o il
of cur crude oil acquisitions in the State of C111fornia'
For these rédsons, if a 'highest' posted price basis .is Lx-
cluded in the crude oil pricing clauss, Standard cnnno)/]
bidy participate in bidding, or have any interest in«qu//
bid on this contract,

He would gteat@y appreciate it if you couldarzange to
have this letter read into the record at the next meeting
of the State Lands Commission, presently scheduled for

:September 30, at which. the above contract will be consicd- °
ered, o
% Yquts—ve:y-tggjyﬁ

9 , .
, ¢ ) H. G. Vespe o
%\/) (P/F/J o g_/g

- 4
- MR. EORTIG; (continuing) I would like to bring to

.ﬁhe attention of the Commission the fact that the 1ettet Just
) 9 ‘ U‘ S S R Py
read from Standard 0il Company of California, dated September -

©

\26th, which was received'byﬁstaff this morning, referring to
_ average ptices, follows by appxoximately*a week and a half later
the. staff's suggestion and rgcommendation, as dnveloped as}$e-
tw;en the staff of the Stnte Lands Commission and the Long Beach
Rarbor Cammtssion for a broadene a.erage price base, as ng-
_flecﬁed in the ngenda you have béfere you, ,The"problem of con- g
sideration of a specificaticn of a;highest posted price basis

2

‘has, therefore, gFen eliminatéd;from staff recommendation gpproxffg%‘ '
. & . . ;

mately a week and a half ago -~ although, of course, thete was oft.
no public announcencnt thereon and® this is- actually the fit°t oo o
public announcemer‘ in view of the fact that thts is the. first : |
- time that the agendn item complcte with exhibits has been avnil-
able to thz & ommission and available for public presentatlon

< R a B

this morning. . ' . e

= =

]
£

y Returning to the agenda item: e
"The ptice,fov valuing each delivery of oil as determined by
either of the above methods shall be computed to the clos- \ i
est tenth of eich degree of APL gravityuand the closest ; o
tenth-ofsa-cent‘pet barrel, G B S -
The City ‘reserves the right to take in kind any percentage
ug to and including 12\% of the oil produced from or as- - ‘
signed to the subject lards. This right is exercisable : ‘ N

\\J

e N
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1 upon 180 days written notice, The taking of oil in kind . -
may be disconptinued upon 180 dazs written notice or a lesser Ny
2 period if mitually agreed upon by the City and Contractor. _ @/
) Any oil -taken in kind by the City shall be valued in the - -
.3 senié anner as other oil producéd or assigned and such o
value shall be used in computing net profits, . &
4 . o
) . Under he terms of this proposed contract the Board of
5 Harbor Commi§sioners will retain control .over the rates of R
‘ production of oil and gas and ‘the rates’ “of injection of V
e _water or .other substances. ‘
7 The City and the hkbard (or either) and the Statc will enterv
4 . Ario agreements requiring consultation on major operational
8 and pnliez matters with the Coomission. The contract pto-
: - posed autnorizes such City-State agrecments,
9 . 7
All of the operations conducted by “the Contractor,” and a11
. 10 structures erected by the Contractor shall be in a first-
“ class, good workmanlike and efficient manner and in accord-
11 © ance'with good oil field practices among responsibie opera-
a2 tors, All e?uipment machinery, facilities, materials and
12 . supplies shall be Ffirst class.and of not less than Ame ican
Petroleum Institute Standatds.
13 =
.. Each bid submi tted shall be accompanied by a satisfactory
14 B;ddq; s Bond in the, %mount of $500,000 as evidence of the
. , bidder’ s good Zaith aid as' a guarantee that the bidder will
15 " sign and execute the Drilling and Operating Contract within
15 days after it is presented for signature.
16},
: The noard of Harbor Commicsioners reserves the right to
17§ c.reject any or all bids and returs: a11 Bidder's Bonds accom- -
“panying ‘Such bids.'J ] o . s
= 18 8 °
The contractor shall furnish the City a faithful performance
S 19h bond in the principai_ sum of $2,000,000, The Bosrd, -with
¢ . the approval of the State Lands Commission. may in the .
20 future permit the amount .of this bond to bc reduced: ‘ é7
V21 - The term of this proposed’ contract shal; be for 24 years
11 months and 8 days from the anticipatad- effective date "of
221 - _ March 2G, 1964, Computing from said effective date the-
B '+ termination date will be February 28, 1989, The Contractor
23 shall have the option to terminate this contract 180< “days -
. afiter it can be shown to the satisfaction of a majority of
24 the total membership of the Board of Harbor. Commisgsioners
;hat it is not prrfirnblc for the Contractor to continue -
25 operations, the B?ard finds that continued 6perations
‘ under_tliis .on Tact are not profitable for the City, the o
20 . qugﬂ’ﬁh),/hpon 180 ¢ays written notice, terminate the = =
N contract, Once the Contractor or the Board has given such o
27) o notice to terminate the contract, neither party mab act ung
' laterally to revoke such notice of termination.
.28 R
20 - MR. HORTIG: (continuing) Again, T bring to the atten-
N . tion of the Commigsion the referencc on the prior page to
S0t T T - = <
S{ ’ the offect that the City and the State or the Board and - ST
- the State "w111 enter 1n agreements requiring consultation
A r\“ /\ . o ’f“
< '§” ‘




2]

=

v

© @ N O G s G- W

DN NGNS N e W e e e
N 'éd G NP D ®O D oa9® o LN O

o)
(o

)
&

&

regatding major opetations " One of the agreements to be B

entet@d into, is "1th respect to review and concurrence by\the S °

Commission with respect to the findings of the Board 1n the -

event of propcsed earlier terminat1on of the conttact. ‘
ccntinuing agenda item: < ° ® : %§§5§§ g

The Board of Harbor Commissionets and the City Council of
. ¢ the Tity of Long Beach have approved the proposed Contgat-;
“, ~ Notice and Bid Form in ptinciplc. . i
: s — TN
./
mfy///

MR. HORTI&E> And ‘again, on speﬂific 1nquity to the
> Office of the City Attorney of Long Beachi, this appr0va1 in B
ptinclple 1s deemed to have been sufficient -- that despite modi- -

: figatioﬁs in «£orm which have been develcped and are 1n~1uded in
the proposal before you, it is felt that no further approvel by
the Board of Harbor Cmnnissioners or the City Council would be ©

’ requited in order to utilize the contract and to proceed with o

bidding after the State Lands Commission has approved the eon- . T

tract.

P

Agenda item: < .
]

The staff has reviewed the technxcal provisions and account-

prosedures of the proposed contract and has found them to

be teasonable and equitable..

\3,

©
by the Office of the At orney General, who has “advised that o
said documents comply with applicabl: provisions\of law as=~ ___
to legal suffxtienc , and may be approved' by the qtate
- Lands Commission. (See Exhibit B attached) -

0 The submitted documents«have béEE;;;;iewedx;\\tg\?egal<ty A

8 o

e

Under the provisions of Section 10(a), Chaptet 29 Statutes = o)
of 1956, 1lst Extra Session, -he award of the operating
contraculputsuant to the offer under the contract being :
ccn%ideredytoday iust be approved by’the Laggs Commiss1on. »

MR, CHAMPION. Is there anything befote 1 open the

'a

r’ matter? Anv questions firim the COmmission ox Qenator 0'Sulli- S 2

wvan? Let the record show that Mr. Sieroty is wow sitting for s
> Lieutenant Governor Anderson fqr all purpOses exeept;that of R g
vottng. . ) . U . 5.

@

Do you have any further comment,iﬂt. Gnldin; befnéb'

7

D
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1 :'oivé cpen the matter? - | ' R ‘ ) ‘ - : \\\ ’
2| MR GOLDIN: No, sir. - . e S \\\
3 o MR. cmxon- <ALl rigi{.t. Would yot 1ike to make a . o _ \ =0
. 4 st:atement Hr. Spence, representing the Harbor Cowission of . ) ; : ‘
5}l Léng Beach? ‘ ’ 7 R o
8 ) MR.. SPENCE: Yes. My orily s:g‘:atementﬂpn“ behalf oif the . >~
74 city of I.ong Beach is ‘this: That it is imper:itive that we get R
‘8 -this contract appmved so that we czm ge' it out o bid,, with o A N
-9 sufficienc time for: the bidders to eva‘uate their bid and getic ““’J;:% b
“ 30" back,) so. that the\ bid-can be opened, the staff of the Lands com->' il e
‘11§ mission’ tan revi;zw it and make their recomnendatian as ta who ‘ ! ]
izg ' the”highest responsible bidder is; the award of the conttact E ‘ OC o7
13 made to the contractor’ in sufficient time forthat- conttactor to 7
14} get his machinery going, so he can take over’ operations on ‘ﬂ_ LT :
716 Harch 20, 1564. We felt/ that ‘the latest possible date’ was the ' o ‘Q:
16 date ‘the g/‘émi,sion has sez for the hearing today. » ) ) [_;_Ik' ,
_;i?,\{ ‘ /' MR, CHAHPION' _Beforepwe copen thisxup general‘l_y, there ’ }‘ o -
16 was one question raised. | You read two lettefs: d\ifing the pré- fj .
19( sem:atinn “of the agenda iten and I think diSposed of the second T 0"’ T
20 _ one as rh::ud,ng already been takej\ care of in the’ drafting of vthe o - E \ >
21} contract. The first was the reqaes' of Ri:\.hfield that it be , . . -
, 22 included among those posting pr:l.cea. ) Is t.here anys objrctié;\ t\o ‘J v
23 that" 1s thete any teason why that shouldn t be done" : o e Js : Q
¥ MR, nonnc-’ﬁ The immediate s!:aff teaction is that this. AR
55 woukd broaden the base for de!etmming the market value of the - o Lj// ? ;:
26 -product and under) these circumstances, sirdce, this ‘was, the goal - ’ . LS ) :
:27 in the specifications in the contta;t, “that the addi..t%m of a ' ‘o i
28 Bichﬂgld to the listing shdufd be acceptable and ad’vam:ageousg . i 30 }
i1 /f PR, CHAMPION: What is the feeling of the cqu e 4
3of T, MR, SPENCE: +Thé Ci.t.y has the same feem . C = \ 4
B8 I ) MR, CHAMPION:. Al’*lfdrisht, Then we can take v:: fot , - o . ﬁ
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1 gtanted 1!: wi.l,l be 1nc1uded in _the document we act upon, .
2 HORTIG. It vill be 1nc1uded. -0 N
3 HR. SIERS)TY' Hr. Chaiman. may I ask for what reason”
4} they were “excluded? R o e ’ N
Y S iﬂl. SPENCE. _ They swl:'e 'mt poat ng. ¢ GA: .
Gy 8 s MR, HORTIG' Mt. uierm.y, before you artived ‘this morn-
71 ing, ve read for ‘the teeord a letter "tom Richf:leld“ teport:ing
8] that it is their uu:ent in the future t? post and ‘therefore .
ol :equesting t:o ne\consideted for 1nc1us B“ in the_ ,8roup.. ,This
10§ letter is dated September 27th, Just teceived this moﬁning.
MR, CI-IAHPION' I think that clears the matcers,_ 1s
12 thete anything else = any other correspondence to the ?omx:«
13 sion on this subject whlch needs to be dealt with?. T )
sy - 0 7 HR‘ HORTIG: No other comments have bee} °rece ived in )
15 cotteSpondence, Mr, chulman. ; )
MR, GHAFPION: 1 thiak, - then. we ate teady to hear
17 rfstimony of anyone who might like to come forward zo comment =~
181 wiether they wish. to seck (:hmge,cS or express approval, or. any-
19 thlng else, 1 have no liat before me, (No tesponse) Are there
20 reptesentacives of most of the potential conttactors 1\'- the h
21| industry present? 1i'd Just like to know. whethet this is a
221 reptesentat!.ve silence or not. ., o T \;
23 MR, GARDNER Mr, chaiman, my ;mme 15 Hiuin R. .
243\ Gardnet, Hunble 0il and Refining; and while ) ¢ tealize the’reai
2'5 ptessuze Cthar. is on this thing to get going, your; suggestion that
261 4t be delayed one wgek to give the industry A cha;lee to look q
271 the documents Sseems v-ry sound {n vlev of_the complexity of the 7
g ) instruments and the fact that some of the covhpqnies have not had
20§ “a chance to teviev them, . - : L =
3o} MR, CHAMPION: Thank you vety much, MES Gatdner.a
3 w0, SIEROTY: May I ask, Mr,. Hertig, vhac hss been “the
- -11 - ’
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- timing so far as gnv:lng ..he ;proposed contract to 1ndustty" How”

n =

3}

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

HOR‘IZG :

&

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

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

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

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

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

and that snme docutncntatmn, therefcre, has not been previously

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

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

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

& e

Hl.'. Spence wishes to answer.

=Y

W

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

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

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

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

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

do sc.(

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

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

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

¢ . MR. CHAMPION:. All :fght.,

o,

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

“don't know whor’\)

principal is; Pauley Petroleun Ccmpmy, ﬂch-

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

Gas; Unicn 01l; Sage OLl;

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

b -
7=

- 12 -

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

o

I

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

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

Richey, Little :on. ‘

Odm 011 Cmpany f-

D

R )

Q

o
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16
19
17
18

e

20
21

22

23
24

o
20

L ap
28

208

31

O'G\lQ'(phuNH;‘,

< Union Paciﬂc Railroad Company, Hr. C c. Albrigbt of Long

\;

mntrer of difference of opinicn

o
[+

[+]
fe

—_—

cBeach -~ I °do not know whether h. h»s received :l.t on his o?m
nalf or what:zPowerine 01l Company, Mr. H. F. Dangbetg'“/and‘
Drilling and Exploxation: Canpany.K Other than those naaes, )

&
don' t know that anyone that ‘has requested t

R copi.es of the con-'

tract of July 23rd has not received SN
° ~MR. CHAMPION- Was there. ahequate notice-to, the in-
dustry that copies were availab L,!"” _—_— ’

HR. S?ENCE"/

v

1 will ‘havewto'ask - J

o

I zan't answer®that.

Mr-. Hughes about that.

\\ MR, G!!ES' “They received the notice at the lalt l.al:-,'s” &

Cilled as”

'l'hey eithet cailed in or wrote in for
Rt ’

a r >

Comnission meeting, pr the one iw July -~ because they
a result of that hearing.
coples’ pf tne various documents.

" m. E:iiA!iPION:— All right.

ought to be some'more tegulat procedute than thnt,obut that is

e Z’ . o <

not ‘really a matter before us. : . : .
* #R. SPENCE:

that 13 the Aofficial notice to the 1udastx67 e
mi;ﬁcimmxou.

.Of course, ‘when we 7dvnttise for bidxn,

&

have been approved .

By that {!{:i.me the tems-oi the contract‘fv

Q. o — o
o =

\

= o

HR. SPENCE* Yes. 4t
- /" /\ >0
HR. CHAMPION' Is there any further commént? Senator.

0 Su1 livfn, are there any questions you would like to-ask about

-he proposal before us? 7

SE:NAT(R O'SULLIVAN:- I was Id.nd of intetes's;-d in the

A
= and I 11 address thls to Mz,

Fheén: you ta!k lbou: L

whij.ich is vhat you have fn this agteenen&
" the” }method of pricrxg’the otl, you are talldng nbout ‘the mrage

posted pticews aga\?%ighest posted ‘price? - - |

It would seem 3c°me there 5

/; .
‘Hortig - between»higbest posted g\:ice and hverage pasted‘\pticg, / L

y

[

W



s R R
) o . S 4 m 7 - . e o . = J/V g
ot B U MR. HORTIG: That is correct, sir. T oy SO w\ .
o ' 2 S‘ENATOR O°SULLIVAN: You don t take into cmsideration ‘ N
: 3l the price that {sn't a posted price, is that right? S ﬁ f ' -
) _af ¢ MR HORTIC: Any price that is paid that fsn't a . posted e
51 price is m;;,;\omny on_record and avni\labl to any governmental : ‘
e agency. Q | E =
> s ) 20 SENATOR O'SULLIVAN: Hhay/s a posted price? g
) all MR. HORTiG: }posted price i3 an.off’ering -posted by ,. : : O ;
aill a buyer of oil for a field, dist buted publicly,  announcing the B . S5 ‘
B Seo - ;OG intert to pay certain prlces for cer:al/n&_/gu_antlessgoﬂ. o - .- \
4 nP N "SENATOR O'SULLIVAN: Where and when 11 1t posted? - o
:ﬁ; TR 12 Ler? . MR. HORTIG Hhene-:er a cempany desires to buy oil 15\. N ;
' ) -'13 the fi.eld.- Patently, the larger companies who must have & con- e 0 g
° a4 cinuing supply of oil have eontinucus postings.’ They are modi- MR T
§ Y ; * 164 fled from tim= to time, but they have continuous posti:gs\in the - . . ° Q{
 ° - 1 18 mnjor fields in Califomia. Qﬁ“ ;) LT - o - »,2
° R S svrm'on o suu.lvau- "Is‘thei-e qri; statut%ry' procedure o o ?
o 15 L for posting? N ?Z - : s A L :
wf MR, HORTIG: o, sir. o N L 4
R N : “20) >3  .8 SENA'IOR o' SL;LLI‘JAN' Is ttfe:é ani adnihistf@give ‘regu- . . .J
f . . : 5 " lations® for posting’ ’ _ 7 A . N 07“ ° f—j
7 S ‘c . .99 MR. HORTIG:- (?ovemmeg:al adginlstrative teftulagms‘? N . . i
. . 234 No, sir.. _ , ‘ T ]
T O O'SULLIVAN: | Well, how do zou tell when some- _ :
= - ns thing 1s a posted price? T - o :
, > v 26l <. M. HORTIG: ‘When Sgridard ou or the’ m{zm{. oif Com-
\ ‘2‘7 pany, or Texaco, or Socony Mﬁbil mimeogtaph 1n quantity and ‘ i
28 distribute ‘them to all potcntinl sellers in the field and to all & )
e e 29 : the State offices_and public offices vho havn ‘an interest in
© 30} the price that 1is being oifered- and. ;nail ‘such a document which .
= ai says "l’tices ofrered by Standard yl (or XYZ Compan:,v)g, /,a.fecd&e &
o , o ) S ;
- ) _ o
. 3 -1 - :
Y
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% "7 ‘a.m. ‘such and such date. for vari.ous gravitles of ofl in the ;
. 2 . various fields are tabulated and listed on thls shéet of papet " g :
3= 7 st O'SULLIVAN: -This is an offer, dsn' 1e2 =, -
¢ v mmc. That 15 correct. o st o B
- SENATOR O sm.&xvm. oAnd as. such [,u is not . cmple:ed N ) S ;
- of transaction or aale, is 4¢e? < .« e, R "0 0\{““ » “
7 . m. Hon'ns; No,’ sir. o i ‘; N "% ‘Q
8 SBNATOR o' SULLIVAH.’ Hhat you Aare do!.ng is baaing yout o ©
WR pricea here o/rf} a s;-tieg of an average oﬁ the ~o£fer:§ nnde by a ,0 ) | =
10 glven number’ of companies, is that r:lglﬁ T T ’ ’ s ~«
il MR, HORTIG. Identiﬂnd as ;i,nuing purchasers" and ] \i
lg in our dcfinitton and qua!iﬁcatlon thev must be purchasing at » o L ﬁ
13 ..east a thousand barrzls of oil per day.h"'“ ” o & = ‘
14 SENATOR O suu.wAu-\ Are there dny provisions ‘ot regu- °
16§ lations setting up -0F requiringJ that <thére have heen a ttausac- e, ;
g 18 ‘tion Odr :aZ.e on the basis of each md every one-of- these posted ’ P
18 AR, NORTIG: Wo,” sir; but in order to qualify as a O'G . ‘
N 19 continuing purcl\ascr under the proposed cantx:nct form .,... . - A i
“20]’ ° SEuATOR O'SULLIVAN: Where does 1t say_that? = o
% 214 MR, HO? "‘IG. In the definitiocas in the contnct, sir. “f’ "‘0 X ¢ . 3
122“’ Mr. Gozdln, do you have a ready teference to that.‘l . : ; - | 720
23 MR. GOLDIN: Page 6, subdivision (c). ;7 U J
_2¢] . SENATOR O'SULLIVAN: "In the absence of iaformatton - { | !
N 25 ',to the contrary,-it shall be deemed that every purchase" posting Cy . ﬂoé
2eh priges in the field is such a continuing purchaser. ’ , MR ﬂ
Ué? HR. HOR'!‘IG. Yes, si@z ~= because we cannot al%mya I:e o O“ i'/k ‘q{
20 rcettain that every operator ..,. ° LI T
20 '  SENATOR Q'SULLIV{N. ‘In the absence of information to - ;i
; Q:,so whom? ) B . o, U - g
81 = 7 MR, HORTIG: In the absence ;:vfﬁitrfomtaioﬁ) availsble 8 '/ 1,
i . B L. g = St . R
s # s - . '
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to the administtators of this conttact, yhich vould be the Long

leach Harbor Commission. . ]

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

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

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

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

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

0.

I ask the. queseion agaln;gitnete

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

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

<

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

Stqte s oll? 9

) - MR, HORTIG:

a

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

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

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

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

o 0

s

.

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

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

. ey f

s
&X7

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

ooted ptieee
g &

9

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

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

2 7

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

S

tof

{:} B
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' the price at Hhich you are going to zell the oil,

’ tlon that has been handed to me, Senator.

;?r you. can obtain that 1n£ormation irom the seller ‘and thg purchas~

o]

¢ o

you are going to average, still you use them in the formula

o

Thlt 8 -cor=
o L
o PR

' MR, HORTIG,/’In words. yea sir practgqaliy;’nof - A . f
o  SENATOR O'SULLIVAN;

tnc: isn't 1:7

4

1 don t kngw what youi prcptice
is, but I am reading the'con;ract as it exists == and the con-
tracts 1ist the rights of the partles I presume? .

MR. HORTIG: Vs
- o 'SENATOR G'SULLIVAN: And we don t havera rlght that A ‘%4 , :Yi

That s cortect.

there actualiy have been a.sale a: “these posted prices. that you . S 8y
are. going to average -- and I am apeaklng of thc State, which 1s o
the only person I am 1ntetested in atﬂthe particulat moment.,, diﬂ ” } - T 5%
MR. SPENCE: Pethaps 1 can ansver this from informa- ..
There 1s absolutely

o way of determining the ptice paid for. a bucPet of 011 or ) s N
40, 000 thousand barrels oi cil here -or any other plqca' unlels . :

eo e

er. It isn't a mntter of public t{\Ptd as to uhat<oue of the _ ,

postin; companies or any otheg company pays for. 011 o= eithet ‘ SN .

buys or sells the oil, That is a matter between . the pglvate ' P o

parties and :heteﬂis no way that the 01ty; '

what that prlee 1:}% Lo s - ° } »
HR CHAMPION:

T N = N Y ) o
1nterested in Mr, Hottig s ‘statement,

or_ Stute can £1nd out ~ '1‘Nv‘ ey

e

Let me ask anmethlng else. 1'd be “ R

He said,,"?rpctigglly,f 7
What is the practice with respect to the sale of oil at oy R

2R P o

poatcd prices in the industry? What is the practical result of

no, L

the system now used in posting? Are ’mést sales consummated on @ - I
the bl!is of the posted prices? . v C ’ - | A

» LHR. HORIIG-
lasin are conuuuuate@ at the posted price,

Host of the large sales in the Lol Anagiﬁﬁ . ) g o ?5
This {8’ the eﬁbcsiv Af;nu S
cncc of the State 1n lccountinsufor toyalttes 1n“£1eldﬂ 84301"*! ) e

= 2" vks

= y T . R o a
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and- surround,ri.nng the w11m1ngton E‘ield and this has been the ex-
N

1  perience of the Long Beach 0il Development in the sale of oil o
- 2 _under the currently existing contracts. 3 )
© 31 ) MR, CRAMPION: What is the responsibiiity of sanem?\\
.4 who ha: made a posting to take it At that price? 1s there any? ;
o " MR. HORTIG:_There is nc responstbiuts Someone comes ¥
-8 and; accepts the oil, and they accept énd pay f or 1% at that ptice
7 og they veject it. ‘ NP
8 MR, SIERMY' Wz had testimony in prio: he}h\\gs that
e people Jhave paid above the posted price -« ptemiuu:s' or ;eople
° 10 have been paid under the posted price. v VQ .
1§ " Mg, HORTIS: Correct, . S e
s, }2 . dm. SIERO'I‘Q'. So the sianificance of the posted pl':lce / ﬁ
138 ¢o me Seems doubtful as a testu for prlcing the oil which will be’
1 taken from t/he City. And “the. State. ,L\ : b a - O v
18 - %w. M¥F. Spence has raised t:he point: o= "Pv{ll ve just:
. “18 don't have ‘iny oth%r way of determining it.," I am not sure this .
°:17,

is 80, if we decideﬂ on another _Bauge; and as one suggeation LT
> t s

18 elong this line,

) 194 of the altematives here. What we have done here A this con- O e
20 atrac; 13 to set up two altemative’% - 1£ 1-can find it jere: B
2 'rhe first altemative is to take the higher of. two provisions. '
;. 22§ both of them apply to posting. Now, there 13 a”second’ alterna;' 7
» - 23 zive which takes 1nl:o considctation those two altemntlves bue  °
24} adas & third one.as wncll. which is numbet (2) -there: u‘i‘he

?5 prlce equal to the nltket prlce generauy prevaﬂi@g nnd paid ln T

2670 the fle1d." : : “

2. y ﬁow. I don't see any reason vhy the{ "tate lhouldn t be 5,
s ' 1:28;' muzled to recelve at 1\,.,3-1: the price generally prevaiung and
;Ziag\}lﬂia 1!1 the field: . ° <o we 7 @
- % g m. oHAHPIOM m’r‘he teemendation calls for takmg thr aE
1 | qth thq fomuhs./ g : oL a' ®
Nc 2 . 3 | s f ; : oy, .

1'd iike us to eonslder eliminating the fiese - °
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»1 HR. SIEROTY- No. M:-nf:haiman,a not im the event“ tl;e;'g o v
| zl is posting. 'I‘here is an- alternative s schcdule here. - lmdet the - R"J )
3l first achedule, 1f there is p;st;{v:g by two or more companies Yo “ B “50 o
; - then we do not laok gg the gencrnl market priee wo WG only look = ’ ’
> 8 to the:posted price. sectim. We take two standards -- one is the e,
@ ‘ average, of the posted ptices, the other is the ,verage of the ’ h N
-7{l posted prices in ather fields. ce . N . .
3 ~ - Now, in'the event th:;t thele are not two. postets. th?n ;j -
off we go to the second alte‘native. Hhat ‘m suggestlng 15 that” NN
"10 wc fotset the flrst altemative and think in .,ems of the second‘
A lltemative, which-will lnrir R, 1m:o effect .he qecond poim: her;e -- =
‘39 "Ihe price equal to the market price ge.lerally ptevailing and 5 S
13 petd tn the (;eld. " o
14 _ Ve may have to acqm;e infougation as to t he gemeral - RS
i& matk;t pr!.o.e anci‘wu.en we have a need foradntemining that narket” ‘ - u%
13 price e ‘ﬂ.xl f:Lnd waya to determine (/it. 1f wa didn t ‘have any . '
17 : need togdetemine the marl?et price, we wouldn t. 1 r.hlnk this ) N i
T Jlafm wlu t;luse nsg"o have b\x ter 1n£cmation ‘on what is the ptevail-‘d .
2‘0 . . MR.t HORTIG. Mt‘-’. Chairman, -as y;m w11l recall, from
21 \ reading Standard Oil Cmnpany s letter this moming -~ and adn‘! e L
220‘b tedlgy, ‘this is a self-serving statemept based ‘on analysis by- the o ‘\ °
23 Standatd oil COmpany of Cali‘mmia and _has not beenn verified o - ) o
24 independently by the State Lands Comnission or the Hatbor Com- - -
28 mission, glthough othet verifications have been undertaken which ; 5
26" _yresulted 1n our reccmenuacion == it is fele that the ncw con- .
27} tract, by ptoviding ‘a broader base and ptcviding _for the highest o2
- 28 average and net simply the price in one lncation, is going to ' .
' 29 . glve ‘a truer r:ﬂection of the market value. of the product in ; o0 R *
30§ the entire-Los J\nseles Basgin and not only in the wilmln;ton oil . .
31} cField, In canpatison therewith Standard r)repOttQ ‘as uiﬁ?{;«t-n B
“erice undet the existing conttact' ! " S “ ) )
-19- L T ©
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4"broad enough base of posted prices that were being offered 1n

>

\~ptoduct.

o

@
oo G

o ° CD ’

"The avetage posted price bas‘s which has been used
since the existing contract was awarded in 1939 has
resulted in payments.which have reflected the true
market price and has been équaily fair te both the
City and State and to the conttactor._ :

L

Now, the proposed contract, by broadening the taSe, is :

going to reflect the competitive
%

‘what effect they have “on prices as offeted by the price posters

©

for purchases of crude 011 which these companies must make 1n

California if they are golng to keep their refinerfes in opeta-

tian and if they are going ‘to sell the. gasoline. l.-'rankly, ac

aimple yardstick on what .is posted price == it-is the lowest

- price that a refiénet can offer and- stcill 3et the crude hepneeds‘

%o run his refinery; oot, ne\gertk?eless, ‘this is a measure of.

market value fr:; the product and as Tong as thera is a measure,

and we have no other measure, 't was felt that in, developlng the

price bases. Eot these’ conttacts altetnatives were <fi.se:ed in the

’ ordei) they were, without having to become involved in having a

&

" State. priee deteminntion ‘board” or somet:hi.ng else that doegs not
exlst yet to detemit-e evety Gay’ the rfair market value of *rude'

oll produced in California = that as 1ong as they fumish 3

open compet‘ tion hy the major producers of crude oil in Cali-

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

»\

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

*

- must be .had, thien’ we would have to undettake the extruely more O

=2

.4
difficult ptocedure of de%gmining the fait market value of the

2 ) .
N A
That i" a problem we would have to face

[¢]

forced back to this altemattve"

) m. 'HORTIG:

=a

at the time we got thez.—e. Ve ilave teally no cokcept as to the

mechanics Q;\d hou deeply we woold have to search, Ha have found

- 90 -

rin CRANSTDN‘ How was it propo;\e{l to do 30 nad we heen ¢

tesults of supply and demand and -

8]

=
N
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' ptoduct.

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

- presmt time,

o
[t

6 S o

) s
K’/gﬂ “ A
' <

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

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

Y

A method for- making that determination would have to

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

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

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

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

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

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

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

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

e

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

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

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

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

o

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

5 >
-

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

of coutse, he visualizes the time%nen

o - =

Ctanston s question.

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

&

N

. 7~ ~ 21 - S : i
. 7 . )
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' evidence of a matket?ﬂrice. In addition, under: this contzact,”
12&1 of the oil may be sold off.

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

Ptesumabty this uould be sold

ptocess. S50 this would give us some additional infornationfr-

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

‘ared,:

. MR. CHAMPION:

The possibility exists, but in opeta:ions to- date ;here have been .
Y

none, _°

mf)manc- Additionally, if I

There will not necessatily be such sales.

mightradd of course "
the mazket value for an accumulation of smali putchases amounting -

in the aggregate to 12%% o£ the production because of particulgt .
\refinety supply ptoblems, and so forth, can be an entirely dif-

ferent value than can be coffered competitively in the industry

for 40 000 barrels 2 day for one hundted per cent; ‘ )

A HR. SIEROTY: Excepting we have set ‘one thousand bat-

. MR.\HORIIGJ Actually, cuntinuiﬁg putchaseQSghave been
purchasing wore than’ tha*. as reflected in.Richfield s letter
‘read eatlier todav with a request to be accorded a place.in the
listing to be»averaged.
Hilmivgton Field of 20, 000 barrels a day. R °

MR. CHAMPION:

They are teporting putchaccs in the

_ Mr. Goldin, may I ask another question’
vTofgo béycnq what ﬁe have tequited he;e,in obtaiuihg~tutther
information as to actual prich paid, in order to determine the" .
prevailing matket price, would that require new substantive Taw ~>
by the s,ate’ 9 ’ - \

*

At the very lcast yes. LWy

MR. GOLDIN:
_ MR. CHAMPION:

tosket .Such 1aw? = ° . o o o ) o
VWO _ MR. GOLDIN “That's correct, because thia nay be n
yA

At the very most, ue might not be ableo

s

rels as being‘the test of a continuing: purchaser in the field. U?

< = <« . @
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. . | // |
1 mtter of private business intq ich we may nat ma‘ke"induiry, 7 ' o
2§ but 1 certainly do not want to 1dF:math:auy assert that it 1s - -
~ 31l not a proper subject for 1egis1atg;ion. ] . . . o
4 S MR, CHAMPION: B;t this is as far as we can go at ; .
s pr;.aseht‘!o' ‘ ) o ‘
R ~ MR, GOLDEi: That s right - imposing the cont;ractual : .
‘7 obligatlon in the contract._ A R Q&?y ~ R

e S HR. CHAHPION. 1s there any further comnenl: or ques- 1,{‘::7
- 8l tion on this espuect of the contract? Mr. Hutchins, < S

10 = 7HR~ HU'ICHINS‘ = My nsme\\is llutchins -= J. Bartono i
11#% Hutchins, I am with Pauley Petroleum, Inc. As one of those who
128 has applied for and received a copy oi the proposed contract )
13 _from the manager_ of thz Harbor Department, wé would certainly
‘{4 ~ appreciace another week-at least, in whieho to takeia furthe_r 4 ) T
16 look at this. We would suggest if possible, without suggesting T
16{ that the lady be put to exti\a wéri;é,_ that the minutes of this - s 7
,\1;5' .meeting be avaiilabie before {\that time also. : La o 7
a8 MR, dHAHPION'\ Whatvcan be done ‘about that? 7 o .
J1ef (Off-the-record discussion with reporter)- 4 ‘ o s B
20 ) : "R, SPaNCE' Mr. Chairman, 1'd like to read a state- | ‘ .
21 mnnt into the record on the City's position.c I might be repeat- e

224 ing\\myself somewhat, %c) 1 wnnt to make it clear vhy average - ’ .
23¢ posted price sheuld be used. s \ oo >
24 T We feel -- thie City of Long Beach Board of Harbor ] G D ‘
25 Comnissioners feel that the average posted -price should be used %”

' 26 for four reasons: ) : e o T
27} RS Pirst, this concepr most nearly represents the fair ~ _/,,\“ e
ﬁ.ﬂ_ -value ofv the oil. ‘ ’No, 1t will get l:etter bid for the ctty . S ' %
‘29 and State. OThree, a reviev of the" grice structure in the last A . Kk

o 30 thirteen yeurs ‘would’ have resulted in a difference of only - o 7

31 - 17/100 af a cent per ba~re1 fran that 1f the highest postpd » f :

price uere used sThe contract provides that the oil should b: ‘ o
“ | N - Qé) =
- 23 s
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| valued at at one-tenth of A.P.I., gravity. This provisicn,. Yn

three cents, It is, therefore, more advantageous to the City and
Stnte thanoany possible benefit that could result from the use of
the hlghest posted price. Histotically, the average posted‘ptlce
Beach 011 DevelopUEnt o
vdrilling\nnd opgrating conttact for the past 24& years. and the ’

Richfietj oil COmpany s Patcel Athhe tideland trac

./
RN

wozked ve-y satisfactorily under the Lons

Fourth the averagc posted priee will’ protect the suc-

1ng of prices ‘and because of this would result’ in a substantially
mOte favotable bid to the City.
HR. SIEROTY'

highest posted price,

‘should be the basis, and 1 agtee with him. ‘1 think we ought not

nse th? posted ptice as the ‘test, 1 thin& that these standqtds

PR

by the otl‘industty Serve’ theit purpose»but‘do not serve ours,
He uant at ‘least the average market value. If we don't get the
highest price paid, we should at least get the average price

paig f}dgn t think the posted price is the one we shoutgiuse.
even- 1£ 1t ‘has” beent’ used for twanty-flve years. Maybe it has
uotked well, mnybe it hasq,t, ve wantgthe reasonnble matket .
;Lice. I would suggest we throw away the posted ptlce, vse them

’as _tests, and get the true market value.
, ME, CHAMPION, _Have you aqy suggestionz}bzw this can:
be done competently on any administrative basisathat we now

%‘ 3 o . o : v .

have?, s £ ) 3
' Fli\\\qf all, 1 would sug-

° -

D

| MR, SIEROTY: Yes, I do}
gest thgt we take the second" alternattve. which Leaves posted '

£
g0

price for*some\idea of value ceres

24 -

-

 effact, upgzddét the value of«ea£h>batte1 of 011 by tuy'oxiuatef§ :

Mr. ‘Chairman, I think Senatat O'Sullivans

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

since 19&71 )

cessul bidder against what>1 say is a phony or non~bonafide post-

The question was vhether the-posted price -

29
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S - - MR, CMIEION= I am speaking of the mechanics,

MR, SIEROTY: I think the staff of the State Lands :lgn- ’
mission would have to find ways of findlng thh value. As men-~
tioned earHet by Mr. Goldin, let me mention t:wo sources of
infomation we have. On page 32 of the conttact, as Mr.’ Goldin oy
‘mentioned the contractor or any other party vho is a part of the = » 7
_contractoy has to furnish information as to purchases that he ’ /\\
‘makes in the field. Secmdly, if we, the City and State, do o
take advaatage af this 12%7 s€l1GEF provision, this would give 2 4

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

&

& Y

ask 1ndusu:y people to glve us informatior on thei.r sales and /
.maybe othet way$. . We will find wnys I am certain, of detorw( r

ing this 1nfomaum -- as’ the State ﬂnds ways of determining .

other 1ntotmatim. DR o R "
MR. cmurvon- Would you like now to speak to this |
point? ° - - o N
MR, SPENCE: I think I would.be only repeating myself %
on behalf of the Gity when I say there is no way we know of that o a :
we can E{ xc(e third parties, om:ractual patties, ta reveal to us :
ot to the State or a(;body eise what they are paying for oil in ’ . oo
any of the fields, That is theireown business and they certa Lnly 7 7
have no intention of telling us vhat their relationship is with \ ‘;
thefr purchaser or seller; 7 A , RS
MR, CHAMPION: @s I undérs_,taﬁé your pieviousua;:agmeng,

I assume the Standard’ letter and other, comments go to this, 1s :

there a substantial question 1f'we lgéave this in an uncertain S "

MR. SPENCE' Not only that ~- I don t know vho 1:

[

going to bid on this contract unless you have an average posted - é
price. - : N M ; ' 1
.MR. CHAMPION: Thi§ is a familiar problem of State

-25- 7
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government /-//the establishﬁxe‘nt of an administzative standard L ’ 0‘

that is ascertainable to people not in Government, for purposes .

(=)'}

SENATOR 0 SULLIVAN. Whiat companies have refused to
bid on the h:.ghest"posted pri}ce?

A

MR, SPENCE: Stendard Cil has already done so. ¢ e

\5 .
MR, CHAHP'ION What is the objecti,on to the highest i
posted’ pn’.ce?

o
o

HR. SPENCE’ éomebody else in the engineerholg section

S 3
will have to answer that. I am not familiar Uith""thct.“
S MR, HUGHES- Te tmuld be far more di\t\\ﬁculg to deter-

i i
mine the ptevauing market ptice. : g .
SENATOR 0'SULLIVAN: 1 didn't ask that, ¢ e
MR. CHAMPION: The Senator's question iS: Who has >

refused to bid on the highest r_;::asted price?
MR. SPENCE:. I don't know who has refused, but certain-

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

Q@

bid a lesser amount if he were uncertain ‘as to the ptlce he chld s £

have to pay for this oil

n o=

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

that this 1s a’new proposal .and nct one to which we have any - o R

industry tesponse. v ® ’ y‘f o S ey =

SENATOR O'SULLIVAN: May I ask another question:. Do

&

any of you have ipformation from any of the companies that they o
won ", £ bid at the highest: posted price’ ' : o .
- MR, HUGHES: No, sir. 1 don't have any in@omacion
from any company they won't; except they wi\ll adjusz their l;id , s
. downward on the basis of the highest posted price ~~ one company

[s]

in addition to Standard.. o C s S 5 o
SENATOR O'SULLIVAN: Any others? . .

\\ Fe :
MR, HUGHES: Not that 1 know of, 5 . e

a

e



Vs

19
20
o ’ 21

£

22
23
:  24
57 - 25

7

2
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SENATOR O'SULLIVAN: Any of you know of ary other cem*

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

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

_per cent ..., , =

SENATOR 0'SULLIVAN: ... over the life of the\;onCtact. Y

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

o . S
[

over the life of the contract,
SENATOR OfSULLIVAN: Prospectiveiy or fettospectivelﬁf’.
MR, SMIIﬁ: This is the historical difference which has

@

]

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

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

.State,would gshare in the percentage of the net profits. cThe

hisheét net btéfits.bid would receive tggkfwatd of the contract.

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

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

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

0 =

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

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

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

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

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

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

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

- §

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

L‘/

been dlscounted? « 'R
( #

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

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

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

e

guite nseettainable. N - - W

MR, SMITH: The figire'is ascertaimable -+ 250 =i114on

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

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

CUOO

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

=0

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

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

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

5 o o] . \E
MR. CHAﬂPquJ )‘ﬁan“yod. = PR

SENATOR ©' su;,uvaxv- As I understand it, the position
: % A

@ . g o=
3

2

SO

L




: < ) )
;. of the staff and the Long Beach Harbor Departn'en* is that it 135 s
2| impossible to ascertain the market value of oil in the“wumi gton .
3 or the Signal Hill Field on any particular day at any patticular
4 t‘.mc, in any particular month wich any degree ‘of accuracy. o <
B HR. SPENCB' .On the basis ‘of the price paid. .
6 SENATOR O' SULLIVAN' 01 the basis of the price pai&" 2
7 MR. SPENCE: Yes. . el e 0
" g SENATOR O'SULLIVAN: There is no market -- there is mo  ° -
e (prlic market for oil that is ‘available to the public, that is. 7 g
- 10 'based upon actual sales, i that right? . ) 0 .
11 MR, WGHES' The majorpurchasers in the field are post- l
121 ing and ;Je know that that's the price -that they are payingqfor o )
13 || the oil.° That determines the’ market price.’ N L. v
o1l ¢ SENATOR O' SULLIVAN: lay 1 1ntet‘rupt and_ask: 1f you -
16 don t lmcw vhat thcy sell for, you don t know whether any trans- '
R . action ever takes place under the posted price? N o o°
17 MR, HUGHES: We know that they have agreed to pay the, : o .
" 18 -price ‘they are pesting for the ofl and that they are purchasing e \
19 oil im,the field and they are paying that price for-it. e N ] rr,J—)WA
20 * SENATOR O° sux.uvm- '1s there any requirement when they - B .
21 post that offer that if it is accepted a contract be mede?’ o0
‘22 MR, ;}' JHES: I kmm of no instances where they are . o
23| paying more. cL ) o ’ .
. 24 °©°  _ SENATOR O' SULLIVAN: Is there any tequirement that 1if R
‘02'5/4/ they _post an offer that they actuauy consummate {)sale" :
. /6 "R, HUGHES Theyﬁdon t have te buy the oil, no. -
27 SENATOR 0'SULLIVAN: They don't have to buy the c&%? o )
28 . MR. HUGHES: No. - “ S \\ .
) 29% 7 SBNATOF”O SULLIVAN: = And no seller has t/;/sell any oil ) -
30] at that ptice if he didn't make an offer? = i e < / o
31 ) MR. HUGHES: He doesn : have to sell and the buyer 7
A R D ) g , '
o Lo S v ’
: / “ - 29 -~ i} E
Y
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7 . SENATOR O'SULLIVAN:

J oo

‘doesn’ & have to buy; but if he ddes buy, he has to pay the posted

ptice. - @

SENATOR 0 SUi.LIVAN : 1f he buys f:n%“—’dill pay"tﬁe post-

"ed price?

 MR. HUGHES}
SENATOR 0'SULLIVAN:
MR. HUGHES:

His posted prite.

How do you know?
We only know from selling oil to pur-
chasers who post and they do pay the posted price to the City.

) SENATOR o SULLIVAN: And 'you hdve been selling oil “to

them Land they eons:lstently buy at the posted ptice. is that
right" ‘ 2 3 =

HR.>HUGHES° Yes -- based on the" avetage of the pt:lces
posted by aarious companies in’ the field. ) O 3

i

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

their posted price; is that right? 4 A

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

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

the posted price.

your expetience, they have purchased at the posted pt:lce, is
that right? '
: MR. HUGHE5-

SENATOR o' SULLIVAN

Hell to the best of my knowledge, yes.

o.

know of? o :

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

N trans'actiodﬁog down in the Harbor area of the wilmington Field.

W \\ Q -
SENATOR O'SL!LL%:O And how many barxels of oil were >

oG

{nvolved? 5 Ze

MR, HUGHES: Well,

= ]
P

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

> B -

- a

there i% about 49,000 barrels a _-

15 000 harrels a’ day on the City tidelands. g\we

= » G

# .A;r? N RS N
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caff T : %SENATOOR O'SULLIVAN: And do you manage the sale of -ali,*‘ . 8
2l “of o3z on the City videlands? . . = Y -
7.'32 - , HR. HUGHES: Yes. gt s under & ¢ tract Jthat is oper¥ =
4§l ated and administered by the Harbor Bepa{tﬁe;t. o
5 : SENATOR - 0' SULLIVAN. Does that conttact: require thﬁt . , 5
5‘ they take 1t at the average post:ed price" o = .
g . «<MR. L("HES The average \Lf the highest: price paid .
2 g bys the contracmt fot any o0il in the field. ‘ . |
9 a SENATOR 0 SULLIVAN: So under th;t particular arrange- ° o
10 ment. they are requited by a conttact to take it under the T ‘ B
711 posted pticg\’ ) ; ® .8
12 ' =m:;' HUGHES: Yes. o - : :
13 © ' SENATOR O'SULLIVAN: Is that right? ° s ‘
14 B ) MR. HUGHE&" 'l‘hat s correct. ’
156 SENATOR O'SULLIVAN: So that your evidence would not ° - .
16 obéain to the situatiéﬁiwe have ;refet;ged tc here, um@d ie? C:;
17} " MR. HUGHES: No, it would mot. :
18 SENATOR O'SULLIVAN: Thani}}ou. ,
19 - MR, SIEROTY: May 1 ask a qugstioﬁ? * Mr. S:;:e,:nce,‘QO 0 ,
20 >yvou know whether thg City of L’qni Bgach has Vqthg\o\il wells on - Q
21 the gplgngls from which it receives revenue? ¢ < '
o2l = MR, SPENCE: Yes. ° | ’
23 MR, SIEROTY: What is the pricing mechanism:there?
24 : MR, SPENCE: I can't answer that. but 1 thinl,sf*tvhere o )
25{ is somebody here that can. Mr..Lingle of the City Attofney's - 1
20| Office is familiar with this. “ |
274° MR, LINGLE: We have some where we have highest prlce.' w{
. 8 .0 y
28 'Ihose are markedly different type g:ontracts. ' N B
2& MR. SIEROTY: Highest posted ptice" ’ Q‘ - o ) . ,(
:(SD  -17 . MR, LIMLB _ Highest ptlce posted and pai.d in the ’ 3
31 fleld. : o ‘
g e " o TA\"' } :
1 Co-31-




RS -
J & N
1 SENATOR 0'§ULLIVAN : Posted” and paid; V
2 o MR, CHAMPION: In what way are those contracts
3| ateferencz s
g i MR. LINGLE: For instance, they are siﬁiiaxitg your
b|j State ieases, where we put something out t6 lease, We had a ‘
6 small field or small amount of oil and we had nothing like the
7] vast ameunt of oil here, _ It wasn't where sog,ebc;ly vas buying z
.BJj oil -~ they were going into the exploratory aspect of the oil.
9l 1If they found 911, it more than made up - thé*pricé became
10| insignificant, I shouldn't say insignificant, but it didn't
11|l have the total effect on the market of this ane, )
12 s{ﬁ\n’m’r)ro’smuvm: Are all the City of Long Beach
P .18 contracts tied to a posted ptice? z s
1 o MR, LINGLE; I couldn't Speak fot all of them but T
16 know shout a lot of them. 1 haven't any kg\gpw,legg_e of -any thgt o T
g 186 aren't tied to a peated price, ° .
17 SENATOR O'SULLIVAN: Some 5 them are highest pnsted
18} price? T : - ~ : & ?
o Ae MR, LINGLE: Some of them are,. o
R i . FR, SPENCE; There is a royalty. They pée not on
: '(/21 .net profits, - ' o0 - \\
/ 22 . MR. CRANSTON: Alan, would you amplify cn your stjze-
~ D e
’ ; 23 ‘*‘ﬁﬁment' thgt you heard statements that prices wet@paid both abfwe
244 and below tbp postad price‘l : . ' .
. ' 25 /7‘ “ MRy s:mwxy: Yes, I ‘helieve if we go inte “the tem,-
2 ‘ C’ﬁi gmny pf the heariﬂgs which were held on the Eqst Hi!lﬂhgtm :
. rrz‘lv, 'W-Field, there wes testimony ‘that some people pay up to ; 20 cem:u |
¢ ) . ‘23 : /B’Ife pasted price or that they ;egeived lower thap posted
, . 204 ° psgce o thelr otl, So° I think iz ;e;s,es ‘sgme(ﬁq,gx.gsdun aé o
& ‘f 30 miethar thé posted p;:ice: is the p;ice that is péid, It m;y he K
) 91§, an»offerins pr;ga. But the question ansese Is chis the ur;ge
ke o e =
o 3] A:‘ ) =
- - 32 - o
[ Do o

\y
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,,5 j)ov:\,"%‘ﬁ 0 <L e :\ L
Q> s g N PR
= e ‘o g | ) o : |
A fihat is. gam? ' o LN, o = e,
B B \\ “al . c M. ('IF-ANSTON, I haveaqns other questien I'd ]g,ke,rq
o= P 31l ack. When I asked some time aga as te how% would asce!tain
> o ‘4 the pzr:ice equ&l to Fhe mar:(;{et. ptice gene:nlly prevniling gmd pald
)ﬁa in the' field under alterna\,ive (25, the c;lause at the t-o(;rom gg
gl page 32 (line 22) was ci.!:ed as cne step ;owgrd that, ° suppo‘gmg
“W\ ° 7 i thac vere. the zmly measure oper te us, haw ':?u,curgce a measufj.ng
. O B atisk pmuld that be. ‘
a . MR, HQR’!-‘IG. Qnan enly answer thav; thnq: particular
S ¢ P‘m*wa werience wabrs., pe aongewhexe near the prevauing
-~ ]__1" » m }:k price' His PﬂEEiculfil‘ requiremeqts at the tirne, hiy p
o 12 g-’ ﬁnety demaﬂs his other- ccﬂmim\n\gg mghc have nim a con- {/
o . k;; ideza}’le ditﬁerence ahiove or. below wEAE mlght be ‘considered by ’
. &, : ;4 an etoncmii)g, as a true. market valua. Even Wokster's defi’.‘\ition '
o 15§ for Wa!ke‘% Vﬁluﬂ i1 "The average value of 2 commedity in &
Z v 16 > 31‘"3“ mu;kec dyring & Short Pﬂrigd pf time," w}sich %8 ce;cai,nly
213,!7 uu: expezien"e in !;he Scaca Tands G‘*mmigsiqy”\a- havmg royalcies
pED Y calewd ated ‘o pested prices by purchasers irl che ﬁield. emecly
1;? 3n agcqrd with this definitlon. . @ {;’;;
PYLY SE MRy CR&\NS’GN. Would cshis, at times refledt snly a vel,-y
o 21 * smail pewexvtaag aﬁ what was: agmauy occurminx,? 0 ”ﬂ *
E A 22 \Q MR, ’30RTI,G7 LIi; wquld, Of course, vary\gapendigg upon ;.
. ayj. the rﬂtativa quantitiea of oi}d baing pmduced in the Lo§ Angales
24 | - Basin and on the Long Beach. :{delandﬁr It is for that reason,
o N\ QJ 1nﬁardar that a small. pt':"x.&)tage could not cgncrol“ the entire
T gg‘ sit;uat,ion it was pwpogn%tbac this broader bnne of ,ghui,lgr
S & Stlotn ‘the Los Angeles Basin, by pmdugouz/au of whem coptri- )
.. 28 : bute to the aupply in the Los Angeles Basin, would be used as a
O - mora realistic masgze of the economic vcﬁ‘lue of chd o1l in the
q \& 51(3 Loa Anselas Bagin ami not g_il!lply this Long Beac,h OLL Developven"
[ 314 o Bu:bmf tideland davelqp?-;n:. . i
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~ smuzi.nna to. come before tho Doard on this subject?

&
s

o

Pl

C oSy HR. GRANSTON. A{og do indicate wi? could be mialcd 1t ) . @
“we wera to ‘xrely tetally on this as nm\egsuring stick? @ "
) \m, HORTIG: The one opmmt:or alone, yes, LT s
‘ ﬁR. SMITH} 1t dopends on wha the successfuL (ybldder 13. L
*:he successful -bidder mighe bg/\ aﬁ:pbady who 11 buy:lng veiy little /
.in the Léa Angeles Basin, You would have an exttemely limited e
b«sa to :atablish a price, . . Co L
. MR, SPENCE: Ihc eantractor might not be buying ones a e )
barrel of oil ‘mgn 2 v ' §
MR. GMNS’I’O!%{
present Law we migat tu: unajﬂ.a te gain any further accurate in- L
‘nmation on this aubjccf;{/ ) Q‘m v

MR, SPI-,";‘ZE*
Gﬁldin 8 vemarks ab/gpr. cha right to xequix:n pri\mte pnwties t0

!‘.s com:tmc.
futcher appaxent facc is chac under

YoB, air,© 1 certainiy ngree with Mr.

Hcf,sﬂid he wa’n t— ﬂog- . = i i )
Idon't o

diaylny or &Iselan this 1n£omat;.cn«
matic on tba aubject. I'11 go so far as to say I nm.
-think you can. ° . - T <

MR. GHAMPION: Ave thore any comments, questicns.or -

N

MR. SIEROTY: On the pr&i;ng or op the whole? ”
MR, mwinm:

PR MR, SIEROTY:
yiona about chu reasons why a gross prefits clayge was not in-
eluc'gd in the concrncc.

now 1 undal‘sgand one of the rcasons that was proposed i\kchat at -

On tho whole subject of the contracts o -

2
7

Yesa, Mr, Spn}\cc. let mo ask a few ques-?

This is a net profits contract enly and

2080 point the tcmf,nacinn clause might be exercised earlier if o
tut othcsr than that, 1 understaad s .

< B o

there vere gress pmfi
there arz other rcaaq;; 1 'd like you to expnnd on that a lieele o s

bz, ° i o o , .

MR. SPERGE' That's merely a palicy matt% 1 don t

mka‘the.m pnlicieg;: 30 1"11 let 'iomehody else answer that Bio g

o
i e el et

Huestlion, ; .

{
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o) . <\({;\—\ - o
a L;;=s"/i | V. , -
MR. SMITH: CI wouldv say the basic reason for making

this a net ptofirs con:tnct s to make the conttactor s interest
as. nem'ly parallel. as. possible with the 1nceresc of. the City and
v State; in qthe: words, make him dcpendent on profit for his
renuneratim. There was one ‘statement you made eatliet which 1

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

.a ccmtracc based on gross i.r;/;ome -=- a percentage of gross or at

leist:pa‘:ﬁ of the remuneration based on the gross --\1: would
ptobal;ly ti:s(}\g.t in later termination razlfher than eariiet; and it
was’resolved that in having the contractor's interest identical
withx that -of the City and State would result in the best A
oper;tim‘ ’ . ’
MR, SIEROTY: On this poin\ what T was thinking about,
not to elimiuate &\e net profits pictug- but to have a grosa
Aoya].l;y -- guaranteed minimum. Let' 's take a figure of 16- 2/3%;
hww would that affecc it? K ° - “
¥R SMITH: Weu.;:

. in a bet:

Q
5117 "OUY O opmion;*wau'... not result

s

bid fx:em !:he scandpoi.nt of the Ci.ty and State and B

if you sre talkiﬁg ‘about a guaranteed minimm to the City and
State,. that is true. It wm‘-ﬁ)esuit in eatlier termination.
5!

|_pE this agreaaent the city, through its Board of Harbor Comnis-
S

' sloners, will acminister the operati.on and the contrnctot hag -
b little or nothing to say about the opetatian as ;at as the major -

. expenditures ‘and things of this sort and 1f he has nothing to

; »
tion, it does not seem right for him to have to. guarantee the
o R . P

: City’ any E;tufit. o Q\

MR, SIEROTY-” Well, let‘/ay in the first ten years

' of this contract -- wouldn't you anticipate that the Ci( y and )

State wuld _be tece*ving at 1ea5t 16-2/3% of the gtess _xevenues?

45

i

I h’ilﬁk :Lt should be kept in mind th t undey the tetms

- say about it and cannot gcontrol the profitability of the opera- . / '
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MR, SMITH: That is correct. )
MR. SIEROTY: But you think at some future time it _
m=ight be leés profitp’able and thereby termination would t;econe

2

earlier? . o ‘ /
‘ SMIIH 'Ihat 15 correct, “uring the 25-year term

of this contract we anticipate this operatxon to certainly, if © o

o

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

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

Q

wove this date forward by five or perhaps ten years.
Qv MR, SIEROTY* In other wurds, you think thisomay be
yroducing less than 16-2/37%? // o

ey

MR. SMITH:  That is the probability; that. is correct.

" You must remember we are in the second 25 -year life of this. -

J

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

S ’ MR. SIERO’IY. The reason I thcught a gross profi.t

might be a good idea iz because I understand we might expect &
sowe very higi bids in terms of percentage of profit: retumable
to the City aad Stare -- figures of 90, 95 and even 1002 having
bee;»mmticmed. Now,” 1f this is so, that we>do receive such

]

bids in the high nineties or even 1007 or anywhere in that area,

the §nterest: of the contractor snd the City and Staat:e is not
i B ]

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

interested prizmarily in the supply of oil and g.he question of

\
whit profil: he is going to make out)of cthis contract may -be

very tmimortagt.f\ ) o

N ; /
So; therefore, the reason I thought the gross profits
right be ssmething we couid-g nnsider "s that it does protect:

A
‘“the City and Stite; at least it gives a mﬁnﬁn.a here, and it! ‘s

Just g further protection == and I am jus< throwing it out- for =7
Further ccusiderat,iong v o . : o
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¥R, HUGHES: .I'd like to comment on Mr, Sieroty's
statement. One reason thatwe regecte%the idea of a. guaranteed o
minimm to the City and State was because wz felt that it would
) a&versely aftect the net profits bid that the contractur or thes
bidder migh% wake, becfluse it will reduce, then, the m_oney a,vai?\
- able for reimrusing tﬁe contractor‘ for all of his ‘expenses and"‘
" consequently he will take that :lnto account in making his bid » o

and I believe will submit a lmaer net profit bid to the City

S

and the State.

‘ f}m.f CHAMPION: Do you have further questicns, Mr, ‘ : K
Sieroty? - ’ .

: MR, SIEROTY: 1 don't hgve this before me, but T’
. Tecall that in the contrt;ct there\::;s a p:Fovision regarding sub- : T
contractors. At the present time, under the contract there is no . .
tgquiremenl;tha; 'sl}es;aibe vput out for competitive bidi;:ling: ‘ 7
Maybe you would like to comment a little about that. Under all
Srate and City bids, competitive Eidding is required. 'Where i , : %
“the r;contrglctcr has very little interest - ‘and this may be un-
\trj:ue, but for the purpose of this question assume that theikccm-
tractor comes in with a figure;”f 98 or 997, so I am saying_he ]
has wery littis intérest in the net profits -- he has very little J
interest in maintaining a low cosr? operation, and the &warding
of s@ibcontracts can be a very important aspect of this operation,i
Subcontracts could be awarded that were Very lucrative to the
sumnnttgc:or,and where the ccp_zrac,tor could receive some bene-
- ﬁf:ﬁ?g: ;c;me other time from the -Subcontractor. So I'd like you A
5%&’ cm? T on ;;hat ,g:otectidn provisions therz are in the
\ccsvm:ra::!:“.\R . -

MR. SPENCE;. First, the Board of Harbor Conlussionets °

controls these operstions and expa‘ditu:.jas- secondiy, if the S o

Board -of Harbor Commissioners iﬁtermines that any work under -

\\\\f ’7 "’k

- 37 .
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to bid -- all services and all purc'nasesA-- it would bccome com-

a3
¢]

u

R

this co'u:racl: requires competitive bidding, they can require the

contractm: to submit it to formal cc‘mpetltive ‘bidding.c At the

\prpSent, they get informal ‘bidding and they submit that ..o the
Board of Harbor Commissioners Tor apptqval; and it is anticipated
that the same will srevail, as a matter of édministraticn, under

' this contract, In any event, as I pointed out, any rime that the

Board of Harbor Commissioners requires\?‘e conttactor to put thi.s

subcontracﬂt work up to f?mgl competit:wce bidding,- they:may do sc.

HR.“ CHAMPION: May I ask vhatb volume of the work done
ptesentl;f is under subs? ® k

MR. HUGHES:

]

I'11 have Mr. Hughes answer that.

i)

The pay:oll is about the only expenditure .

that the,c’q/nt;:agtbt makes du:ectly. That runs abouft $256,000 a

rpanth and the ‘average expe\z}cituifes I believe, run around eight .

er $900,000 a mmﬁt That's all sub-contract. I'd like to add

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

o S

pletely unworkable.
~ Mr. Chairman, there is a provision in

MR, SIEROTY-:
the contract that the Board has the sole discretion to requiré

the jcoptractor to submit items for public bidding. Haybe it

4
wight be advisable to be the 5ub3ect of .one of the side agree- \i “

ments Mr., Goldin has worked out. I°don’'t know whethe; this \ji

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

— »
consider. = A

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

MR, CHAMPION:.

. Harbor Camission:alane., I can imagir{e your comments.

He

What are '

e o D e 1 A 6y e

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

= -

1t is /ﬁmworkable. ©

//
MR. HUGHES:

¢ There are so many items and equipment °

: c
Y LN

PR Iz ) T 2 )
that have to be purchased for oil epet@tid’ns, there are %p ‘many

4

i,

,\\
N

3 s
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“ing.

sarvices that have to be peri‘;:;gmed, thal(:‘,\to award C't:he;se oGn comy -
petitive §idding in every instance wouldjke,ellp- the contractor °
continually calling for bids. We have drobably six or seven o -
hundre(}” supp&y compsnies from Hhich equlpment is purchased of

one type “or anather, end EEE;e is almast that many different °
service {ompanies tbrt are require& from time to tlme, and

where you are calling for competitive blds from so many companies

'Ao_n g0 many items of equipment, 1 think you are going to just t{.e;
your hands and do a poor job of operation, : :

" "MR, CHAMPION: Do jbu have any audit review or :fny-

thing comparable that gives you a good idea as to whether or not, N

Y

those subconﬁvacts are being let at the proper level?

MR. HUGHES: ° Yes,

ﬂxey are gudited all the time and

they zre all aﬁ'prqved by the Board, but in many instances the
contractor-’takes guotations from the Qeatfors == Supply t_:on;{fbnia,
] e PP " ,

‘hen submits those to the Harbor Board

s [ed

Many larger 1te\:\ns or ‘major ccontracfs, subcon-

se_ryiee"eompenies == and
for approval.

Eracts, are awarded on the basis of competitive bids" but there

, are numer: /us == hundreds and thousands - eﬁ small items that

&

would be vety unwieldy, . . N

- MR, CHANPION:a You do follow campetitive bidding on cEs

o

HR. HUGHES, +2. major items; <(
o HR/[ GOLBIN: Hr. Chairman, Sgction 1 12 4 requirns that
2 .
the ccatractor is precluded from profiti\"\ from purchases, s

‘Ihere isan obligation imppsed u;pon ‘him to.buy at the lowest;
net: pnce ‘and he must get i ’h ighest neL price whetf he is seil--

It Seems to me -that it isn't Eoo difficult to acqulre '

7

evidence from somebody w:.lling to g, ve the City better dea!.
om

in sﬂlich event therbmay be 3 default under the terms of the

agreement, . . & - - P :
MR. CHAMPION: Let me ask you, MF, Héttigg in our
X o o 2. a N e
o = ~7’ Bl )

)

@

(=R V]

g

bl

/|



[

o)

- i)
questions?

7 o -

° <’ ° X
’ o @ _ ‘ o °
R o o
; = / o . . S o
Y o ) “% :
o <€ Y A - U
S] e [}
[ ~ o
< 10 ) o o ’ ¢ o
. ® C . 3, g
=] ;:‘\\ \\«
°1 review of the operation as it is now @onsticuted -do we go dee plys
21 sinto the operations in gur audit, in order to have any rationai
34l Judgniit in this-matter? ; .
o gla & & MR. ‘KORTIG: At teast, Mr. Chairman. ou a Spot-thck
" B >/bas§.s'on the day tc day o;;erag.lons, in these purchases and
Y i o : . . - ) 5
° @} handling of various services, to ascertain that they are being
7l acquired s at a currently reasonable level; hnd we have had nc
gl reports that I can recall ‘qut of out audi,t reports s#here any of <
9 them, %ven in the minor items , o 00s ‘ I D
\ § RN T
o 10f ‘MR. CHAWPION: This 15 a spot &y di:t? - S
() 1 MR, HORTIG, That is correct' and, of ccurse. the( O o
o A2 major iliems which should requize’/ detaued audit and hud ﬁubse- ¢
s
> J13 quent. pﬂvments are awsfued in t’ e firsc 1nstance on the basis of
A e « 14} competitive bidding. 4
X o @ = o v i 2
N 16 MR, SIEROTY: Well, I think maybe something could be: .
P 18 :Tn&de“a 1i%tle more specific as to what is a majow itcm; be:haps.
:’/ =2 A’“« < : :\‘ :
N »° Y7§ Maybe there is something that could be done to.assure that there
‘s " 18] will be comperitive bidding on some of these iteas. ) )
i 189 ° MR, SMITH: 1t would seem to me, 1if this 1s appropriate
)>o © 20| at all,“that this should be the subjest of the sé-called side
@ o e i 21 agt(ziements, We feel that this agreement; which is between the
o < o s
e 220 ~Boat:§ oF/uarbot Commissioners and the prospective ccnttactor,
= ¢ 23 giv*e/s the Board of I{arbot Coeiissioners the right to, require
0 . . 24 compe‘titive bidding con any il:em and it would.serve no purpose to -
3 k
25 nttempt to\\specify in here which of those items might be re-
s &5 20 q'dired to g\to competitive bidding. Thex:;e; is no way of knowing
27y what tvpe of cperation we will have down there in twenty years,
20.. There may be new processes, new equipment %m‘. we can't even
o : Q = - -
20 » antieipate now: e
e 39 © MR, SIE‘.ROTY It sounds like ‘a good suggestion. o
o;i ‘ ' m‘ QHAHPION: Do you have any further suggestions or

RN

©

o

o
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" used in ccmputing net ptofits."

that? O : :

&)

MR. SIEROTY: Not on this.

with the contractor’

Segtion 30._. has to do

g right not to havgyé: make expenditures if

A
the amount of the expenditure wouid be greater than could be

‘\\\
rcimbursed in sfx months,

clause? Does that tie in with® that?
MR, SMITH:
MR. SIEROTY:

expenditures and”c \latge it againstihe contractor?

MR. SMI’IH nodded.
MR. SIEROTY: -

Yes. o

s that becayse of the temication _

v

Now, the Cityucan go shead and make the

[

On the question of .the 1257 selloff, 1£
_ thé City should sell this off I wonder if any thought has been

iyen to the situation that could arise if the City shoulc! sell

it: off at a price higher thar the price we use as the gauge fot ‘
would the City

pricing out the ofl that the contractor takes,

) atttiButable ta the field?

— . SMITH:
think it is rather specific, on Iine 4.

kind by t!f/e City, such oil shall be valued in the’manner herein-
aféeg: .provided in uéﬁhsectiun 18.3 hereof gnd such value .éhgll be

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

would accrue to the City and State anne.

It says:

- be ma!dng a profit; over the operation or“would that all be

1 you will refer to page 31, 18.2, 1

"If taken in

So that in the event thit we

“ of the valuation under 18.3 and ‘the prics we are actuslly getting

MR, SI"ROTY Cne mm;p/prcblem What 15 meant by

JSunprofitable” in secgicn 4, with the zight to

MIL SP&WCE,
the<words them_sc}.ves.
ity to éqﬂg:inua or the contractor to continue.

MR, SIERGYY:
v 3 B °

7

PSS

. You can’t be any more specific “t,han

termmate" @

I can't’ a!‘swe: that any other way chan
Hhen it iscnq lgnger ptofit{.ble for the

-

@
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20
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' VoL, L U = G
g //( 7. 5 .l - ; ,j ; & R = o :P.
. oo 5 . e ot g i X é\ 2
~MR. SPENCE: “No, sira As a matter of\\cht, it is A
either prnfit:able or it isn t profitable The bopks an¢5recotds S °
aowill show that.' ; /{/ ’ - ¢ A @ >
 MR. SIEROTY: w»u;, vhat is the test Qf proficabifny? TS
7 MR, SPENCE: The question of v,heeher thay are 1c1\‘ing * n
f money or miking money.. o :c' “ Ceo g o “( 2 - /?,//Z; \ <
: HR CHAMPION: 1In other words, the factor of velume N ’ -
weuld not eﬁ!t:er 1nto it. 1£ t:i% contractor shou;d odetemin&//v I b q
thu!: “the volume of oil 'did not interest him any more, *that could  _ . \ :7
mpt be used a8 determination of "non- profft;ab’e. u 7 R n %{
. R, SIEROTY: I would et this isiat least<as fhdefin-' o 1
‘ite as any proposal e 'mve on_the market price of . thie ol ~=° o S ;K -
the question of "not profitable,” and I don't know r.mether it v o o” c
can be made emy more specific but I am just saymg it is goirgo to e G
' be a problem. o f * ) _ ’ . ..
| o MR, CHAMPION: Isn't that a dollars apd cents probiézn" H R o
MR. - SMI’I‘H' -1t seeds to me it is a factual detemina- : -
tion -~ an\audircif, the corpora"e bopks would 1@0/‘1::? ’that. B N . . . pﬁ
d:l » SIEROTY: What ;j)lans will” e hnye if t:he contrac- ‘\‘\\ = f“(
tor te\rminates cn this basi What can then ‘be done? L 4 5 \3/ z ﬂ"ig
0 ;‘2 MR./SPENCE' This is what we w;uld pxopose to do-j We A f{/ %
would propose that-:when it is that close that ve can anticipa,t;e \JS * /_‘U o
suct; a status, that we (that is, the Board of Harbo: Commis s;,onv . -
. ers of the.City of Long Beach and ‘the City At!:omey s 4] 23 ce) : S ¢
will have a draft of contract that we will have ready .to submit’
for the process »such as we have under this f?ntx:f\ct' s,koh that. ”
within the 180 ~day period we<can get ouE another contract awd (\i
' have it: rendy ta go. ‘We can 't nnticipat:e what kind of a cor- nl\\\ i UH\\DL
fract 1t Will be. It might be so far down the rad ‘that £€ Wil = ) 4
be si,mply zws’ripplng wntract or some( other kind of rlcfmt:ut‘act ¢ = k Ui//
thal:/we can't .t.mt:it.:ip:a&.e> at thu time. It would tequire : g
e A AN & 2 o ek .
p b = = h “ )
. o v
. -C - 42 -
N « = oo =
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3‘ considcrabre tho‘ugh\é We &uld h/gve to update 4t from time to ., o
2|l time as time went> on, so when we got to the poim: we wauld have G/ij_
3 s@ething concrete to' submit l\o ﬂle-Landq Commission' and “we :
4| would anticipate that From time to time this type of\\proposal .
5| will be submittnd)/by the City to the Stat:eJ Laads Cnmiasi,on s,tpff
8 - so they will know what is going on at all\umes. o ST
7 ~. MR, SIFROTY: Mr. Goldin has’ suggested that the State, .
”8 be involved in the approval of terminut:ion. Howard, I/ wotder =~ '/
:éy//do you mean in both i““%“féi :- in other words, where termina- - i
%tﬂ tion ccmes zby way of ‘the co?/t}?n.t:or 8 exerclise of that prqvisiﬁn ‘ -
11f or in the event that the City wants to exercise it? : ? .
12 MR. GOLDIN: In either ir-stance. c -
13 MR. SIEROTY: In el gher instance l:he bt:ate Lanus Cox{\\ =
14 missi;on would havg:;\;;prove =% the termination x:igbt:s" v ‘ 0 !’1
1b ’ MR. (}OLDIN' I’Jregard t.hat as so akin to a modlfica: = OU o
16“ ;:ion or an alteration of tfhe contract as to necessitate State ’
17 Lands Commission _approval .\ \\{\\~ S - o . ,;c
) S sl o .
8y ¢ MR. SIEROTY: So the contx,actor would have te satisfy
12l net only a majority of the Harbor Board, but also ajmagority of C/ 7 _
20 :,*thf jtate Lands Qmission that this contract: was, ng n\ ¢ profitable®: ) .
21 _ R MR, GDLﬁV' That is correct and although b!r/‘y Hortig W
22/ menticned tbi plo*sibility of aside ngreement to o/h effect, : :'; B
23 another alternative -~ and perhaps 2 more practical one -- wnuld f\l& }\ }
..2?:[{,7 be to provide for such approval by the Ccrnmission In thc };r:gt\ ) i ‘
25\ 1:5/«31£. c oy ) 5 R / o
o3l IR MR. CHAMPION - Another quustion :m thaty same/a:en. o :
27, 1 wns\cu(iif/,us as to the lanpguage used by the sl:aff (recammenda—
28, tion: ‘'Once theGContractor or the Board has given (che 180
20 days' notice) to teminme the contract, neithev'//ﬁ‘{*\rty may act 9 U (¥
30 unilaterally to rcvike such notive of termlnntir(n. 1s it in~ \\ » @
31} -tended here that this/ binding on the.one who gel 8 the nocice” o \
N

o

&

a
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. A S | ;It says, “neither party.”" The thing I am trying to get to: - \ o
: - | 2!l Suppose we should” contest such deteminatlon that it was not \ o
. B 3 prcfitable and ‘thereby atcempr to stop the notice of termimstic l‘; \.\): o
2 N 2 That langunge doesn't mean to indicate we couldn t do'so? . - o
€ B Bl _ ‘MR. SPENCE: Mr. Champion,' che notice doesn't ge out o c i
7 < g} uneil that detetminaticm has been made ..., o ) °
S Y cmm’mn- Isee., - R '_
o _ 8 MR. SPENCE: ... an:l the reason for that, \of course, ‘is ‘ : Y A
1/ % g - that having once given the ngtx.ceﬁ the c;eterm:magiqn ‘ms been mad(v ﬂg 3 .
!i o ° )/ 10 thay is the time when W? have to go ipto this cther situauon R N v
| / ~11 Athat: I just mefitioned, and‘we can't let the contractor et down © ©° =
| ” ’ J = Fan & . .
. . 12} to the 179th day and cb:mge his mind, Thisdgas to ge out to,bid , T
° C | 13§ and ready to* go wit:hm 180[days. o o  < a : \7 : !
=3 - ki/ 1S3 ///2 MR. CHAM"’IOA' LSo the pn.mary purpose is really to o
.. A 16 attempt to prevent a change of mind on the part of the = . o=
4 o \}’\136 mconttactot? s . s L e ] 3 |
) e W7 o i 'MR. SPENCE: After -the dggzminat@on has Geen ‘madé o
o v 184 ariﬁ has “been indiica;ed T \\ & S e L w2
. ¢y - MR, SIRROTY: 1'd like to ask whether the side agree- . -
o 20 ments have sbeen gone into in much detail., H'—mn\you wocked out - - = » -
( ) N 2 /'-!hat are the major policy cansidetations whlch wijll be made by Lo o
L o O ot "" the City with the consulcation and np roval of the State x)nds @ \f\:’ /: v
\ 7 23 compission® = _ \\\3 ‘ ‘»\’} 4 = AT ®,
e MR, RORTIG: Not beyond the scope as stated in the =~ =
25" :agénda item‘rélating to policy prablems. 48 you realize, we \
| . S 28 - have been working against ‘a deadlina heve and the first problem . ’ ) \
i' SR ‘ 27 15 to get a contract going. We did flag th:.s for the attention’ . g,
! ar e t&/\ 28| °f the ij-ssioﬂ; &hat, this is the intent ana undetstandmg as 0¥
| ;-f,,,)_ﬁf’j::' \2@ ‘hetween the Partu@w\hi?h can be arrived at co:ic::rrently amd L
s ) h 30 . doesQ t have to be cem;’.leted before ve gy foruazd) and_gec thig o P :
3 . confract on the’* roagd. i ,.n [the form unﬂer which it can be deer.u ;; 7 b
) tlsed for bid, -« e . us B ¢ ) - a e
@ , ) ) - 41 _\\% o o= - °© @ .
< L ) 4t
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" the same side agreements i both contracts?

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

a0

5 L
L//‘v < (/‘ -
° 7]
: )
o~ //
o p
&= ° - < 2
k . : o Y = = N
- o= : © ) “ S
; = G
= ¢ . & L
; MR, CHAMPION: Let me ask you this; /The intention, 5,

TS RN

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

@

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

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

Y

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

MK, HORIIG‘ In princiﬁle, fhat 1s cor:ect. 3eéause

\) - £

in details,

Again, I want to point out to tthuGﬂmdSSiCn that the
O
Comm1"§1on has compieEL eontrol in this situaﬁion, because evén

P3

Cx

L a

if they approve the contract and it goes to- bid Lpe award of

the contract is subject te appragal by the Commiss1on after the
bids hawﬁ een received In other words,ﬁhaving a hypothetical
situation which I am-sure won t arise, i"&e(didn ¢ have satis—

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

_would not approve the awarding of the biQiJ

MR. SIEROTY: ‘I have one mpre cqmment, Hr. Chainman

uz

I was happy tc see a pruvislon here for ‘an anti-dlscrimination
o

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

Mo din

clause, the’ word’ "hereunder.'

The contract reads:
w
ccnéucting ope:ations hereunder.” .
o Y
MR, CHAMPION: Can we conttuf any’ practice

Sy
el

except o 7 b
SR .
_under the “contract? B g
’ e o
MR, CLeMCE: I don t thlnk that\\§ very fair tp the e
contraefor, Hr, Sicrnty. All I think we can ask is ‘that he .
ccmply with 'this cortrnct. I think the State policy takes s 0
2 g I} =
care of that. S 2
A g (:;4\.'( - . . o)
©© MR, SIEROTYY This would be conforming to Stgte laws.
” - MR. CHAMPION: ‘Wellﬁ/qhege are other state lyws on.
that- \\ i a 2 . o "QQ . C;j
] o o o
ES : ‘ _ 45 -
.D -
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MR. SIEROTY: I don t _hlnk it hurts to putolt in the

[

«instead of two, LB

MR CHAMPLUN

-
)

veaany comment on that, Mr,

—

B

Do you ki

[f

-

Spence? L A

SN
MR.. SPENCE' 1 don t think it is

-

¥es, Zair to the con

tractor‘ﬁo put that provision in there,
¥

x)\HR. SFITH‘
\Xions elseyhere.
HR. SPENCE'

<y

We havehng
E . T

i

his practices eifher in the State of California or butsihé Ehe@

O

@

lInited States Qf Amefica.
N

N

» SIEROTY:

xemedy for failure te abide by that prpv191on 1n ‘the cantract’

i = MR comm.

~conﬁgact, we took the position of requesting the ”ity =1 acquies«

o

cence “in.the State policy of inulusxon of standard language,

p:escribed temedy, ‘and I have doubts as ; thqveffectiyeness of

inserting a provisioa otneg,tkgn :ngt norm }y prescribed by

. S
SO 4 b . &

other p:ouisious of law. ..
HR CHAHTION

under -~ in other words, to this cont;pct area -- yhat “°“1§)Pe

the tanedy of the Stgte in the case of’dl§hdimin§tion? . s

MR, GDEDIN. Well,©

Limiting it tp the activities here-

<

\
as to-constitute a defaulc unaer the.,

was guilty of a breach so !
- . - \

Yo

e

‘1\; ¥
HR.‘CHAHPION'

contract,

ttact provision

B

") N

have been made by law°

_ Yéﬁ, Mr. Chairman,

LY

N ®

contract, though -= two remedles instead of one, or;maybe,three

We ‘have absolutely né au;hority'tb pblice;

No, there is not. This being not a\gyate P

which I believe will be in all StateacontractS' but thé;é:is no

“we, could ccntend that‘the contractpr

Ihnt is the wﬁale Eemgdv qnder the cmpn Ak

se1£ xegardless of whnt other pravlsions may o

2

authority to police his opers-.

D

T

O

That is right.> Mr. Goldin, is ;here any

o

#

o
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/ ance undet t:hat laﬂc clausn;’ -
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¢ A - Wi
> N R
0 N - i i d /\/
Yo - . . - - o3 - //
: N ' ; - ® \&\ [; /
“.°. MR, CHAMPION: Ths others would be g der ;hc ;9 ]
<, o) . ‘
.,,Emp;].oyment Practices Code, The ochers would ‘be che 1av

March,

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

Distifct,

W
}
o
T
o wly

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

[

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

i //

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

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

i
\

((

Long Beacb charter requirement sets a

\v

i

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

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

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

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

O

&

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

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

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

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

Yes.

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

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

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

noo & o o

“w o
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chat ve ge: at this ciwe far as 1ong “hs pe55ib b?* ause we w111 o |
be getting a-bid which will be bnsed on preséat worth in the early‘

el

part of the cnntrncc\and tharcforc will get a more fevornble bid,

to the City and State; and we ieel hnving it as long as possible,” -
twenty- ﬂvc yea:q\,\ it will make money for us to the end. In '/ -
ocher words; if we were to rcsubmxt this, sny,win%fifteen years, ) =

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

> o
a lesser bid to the City at that time. “ ) «
© MR. CHAMPION: You would Bet lesa then ouc;ef the °© ':53\ f%ﬂﬂhi f
volume situation, '3\ R o ’ . i>\;ji =
. MRJ>SMITH' Thgre woll 1d be no advuntage -« the peak < 27
praduction wold ha/p/becn nst, W o - .
SENADOR 0'SULLTVAN Jiho has the contract now? BN
MR. SPERG Thc exis:ing contract? . ' N ) o ’
SENATOR O'SULLIVAN: Yes. | PR e
MR. SPENCE: L.B.0D. ) T Ty
SENATOR O'SULLIVAN: WHG—18vhat oL e T
, Mﬁ; SPENCE: L.B.01D5¢%§ Q‘Ngvndakco:porat;on.¢ As I & 3' - i?‘
understand it, ic consists of Siénnl’Oil and Gas Company, Stand- = | ‘
ard, 0i1 Company onCnlifarnt@ﬁ Humble. 0Ll Company, Continental e v N
0il Company, The Termo Company, and Macrate Oii Ccmpan&. Mt. s
Hughes has jugt handed me a note_! tbat brcnks doqn their percent- : >

Q

ageq, if you would like to have thps. ’ : .
SENATOR 0'SULLIVAN: Could we have that? o )
MR. SPENCE: Stendard Oil has 28:5; Signal Cil’ and Gas el

)

has 57:Ob;fhntcbeing bécausg qf'theaﬁncc ghac they have purqbnsed;

“or acquieéd the 1ntetegt”o£ Hancock 0il Company; Humbie Qilp90m-

‘pany, 8.5; Termo Company, 2.0%; Mné:ace, 2.9%; nng Continental, . ) . p»
2"07“ : { : : . R ¥} . . R
i ) j o p \ ‘ _
SENATOR O'SULLIVAN: Do they have anything left in the
way of 1“téi§§t 1o ﬁﬁ% capital equipment or anything? ¢ - . s e
/ |
// :/'/'—“\ o
\ / R :\1///\/ )
: - 48 - :
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% L1 / ~ MR. SPBN:E. No, sir; ail the ;\\F\w&pﬁent is }\o 7 b N@,
= : 2 owned by the Cicy oﬁong Beachk inatrust for ihe StoieE of Cali‘}q g QOO/TO"
3 Iornia Any property they might own would be personal property o
4 they have dn their warchouse that they haven't been reimbiirsed | ) P i
5 for. I don't know How much that amounts to, but thateis ‘their ' _‘_’Jé
8 pro’blem./ - — _
’ ) . ” 7 '  SENATOR O'SULI:IVAN; Wéllg. Qﬂdll e, Jhave < K reimbur/se » o
f o =B them for 1e? a ' : ; N ) '
e - MR. SPENGE! No, sir -- not unless they use it on the =)
" 10 |l -subject lands for oil _operations. \A( . e - p | )
K g ( 1% SENATOR 0 suu.xvm /lf they Eai/l to B:?A this contracf: E ‘,
) ’ & 12 #nd get it, as far as we a.ﬁ:/f oncerned we are clear with them? = o
e 13 ' MR. SPENCE: Yes, sir. They Wil havé to dispose of ) G
a 14 | their persdnag property. - //7 = - o
N PR SENATOR 0'SULLIVAN: We don ?(c/ oweEthem anything and ST N
3 ]:3 they ‘don 't owe us” anything at the closing cf the elapsed’ petiod ) -
3 17 or term of the original agreement' is that right? - i, ° R .
a ./\/’ -8 MR. SPENCE: 1 assumc that is correct. Let me'dsk Mr. ) ‘\\ -0
, e B 19 Esbnam:. There will be a delay in payment {or money that }s duc- 5 d},
o 20 as of March 20, 195l&~ but not for anything thereaftet ror for any o o
; a . 21 of the property tbey own for which they have not beex. reimbursed.‘, \\“~ T 0
A - 2 | sam'ron O'SULLIVAN: Is that money /due on the due date, e
- | ‘ 28 the closing date of the contract? J =~ ,
L - 24 %" WR. SPENCE: The twentieth of t ollowing month, T e
25’ " SENATOR O'SULLIJAN: Is there /4 provis:mn for interest .
N ’ 29,: , in the event 1t isn't paid on the due date" ) .
\\i _ a7 MR. SPENCE: I don't believe so -- no. They are paid ¢
- 28 Lout tof oii. » ' -
o | 29\3‘ SENATOR 0' SULLIVAN" They are paid out of oil” . ] :
I ,(30': o . MR. SPENCE: Yes, that' sr}where they get thenf payment .- B a A
o out of woi.l. ) So it will be out of oil priocr to March 20, 196& C o % R ‘
. « g - R >
ol TR )
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1 SENATOR SULLIVAN. 1f they owe us money after.rﬂ?t ‘
“ 2 data, is there a provisum made that we get paid"\ e
R MR. SPENCE: ‘If they owe us money, wi will get it. 0 ’
S -4 * SENATOR Q'SULLIVAN Will ve get interest" : ‘ ~\\ .
5 ’ 5 © MR, SPENCE: T don't ‘believe ‘there is any provisi_.:okp _— 1
o 68 (¢ for i\te*e in the existing contract. I re&‘lly can't arisw;!: S
& “ \/)? that,ima%\x'rhe staff advises me there, is (;o/)suc!:\* provision. _
8 r - "EN&TO!COSULLIVAN: You h;ve worked,- have you, on the ! VB\;
. 9 other ccr{érac \.ﬁor its 11fe7 S ST - =
10 MIL ﬁ’PhNCE‘ No, . su'. 1 have been in the City Act&f° , »
| 11 ney's Office (since February 15, 1955. 1 have not worked on ‘the ‘ . . O |
" ) 12§ coatract. » /7) ' - o o
: u 135 f'{/— ° SENATER o‘sum.rjau: Who haa? ) T 4 » /‘
. 14 MR, SPENCE: Mr. Phil Brady. - . .
Yo s ({ SENATOR O'SULLIVAM: Is he here? - o o 4 '
1 | MR, SPENCE: Mo, si. 'l is Assistant City Attorney, -
= - 17 ofﬁced in the Clty Halls D i . 7 - ) i
o .18 " SENATOR O'SULLIVAN: Have jour relationships, as far as. o
\19 'you know, with this company been good? L | . / ’ ‘ J
. 20 g MR, SPENCE: . As far as 1 know they have, yes. 3 ) // o 2
. 21 SENATOR O'SULLLVAN: No problems? - - = T
i ® 22 : MR, SPENCE: ~Not that I know of. L0 7 ) . |
23 - MR. SIERQOTY: May I ,ask a queétion"" It has prbbably g(;? v
24 aiready been answeted /aﬁbl want to ask it a differh\mt 1t way. ’ 5
: 85 } Senator O' Suhivan asked why we picked the term twenty~five d? »‘::b = u
. 28 years. It seems:there dre some provisions that pe:haps may not - . o
- ) 27 be in the contract ar,” rather, they could have been in had the 3 ?
28 term been shortet, had the term of the contract been at aten or ’ . ST AR
S 28 fifteen years -~ I don't know at what point this oper,a&:.on would . s
// 30 tend /.o ba less profitabie; let' § put it éhat way -= t;ut had the . o -
?, : a1 term of the Contract been leéss, we could have had a px"/ sion ) L% e o
AN B o = o . ] ) . 8 = - ’
- k N : '
i - T 50 - ° “ .
“ ; SN 0 e °
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e,

‘sion excusing the contractor paylng beyond six months,

g again._ In this partlcular instance, since we are in the second

(2]

o

for gross profit 1nstead of net andoue need not have that provi-
Could you

tell me again why the contract could not have ‘been written £or<g

o,

G

period which was a petiod of ‘assured profxtability? ) . 0
) thgnkt. : v

=
>

MR. SPENCE'” 1'11 let Mr. Smith answer that. : N

he ditected his remarks to. that very same. question before. v%

0

MR, SMITH: Well, at the risk of“repeating,myselfj lt

high volume of oil. ét the High pro§icab11~ -
¥ & oW :

ity that we eneicipate in the first five or ten years patticularly

&

was pur belief that

will atttcct the maxlaum-bid that sre could hope to get- and we.c
hope, of course, that the operation ugll remain,p:ofitablc co the =
contractor for as‘°long a periad as possible, so that we can enjoy '2 ‘h"

hat more favorable bid to the City‘au this operation for the
o N ‘ W

‘ongest ?grimdwgf{/\\ possible., ) : rL s Fa e
* e g 1

We snw{/ reason to arh}ttarily limiﬂ\t?is petiad of .

Qe

‘time in which we would cpernta under a“ favotabl bid to some

. arbitrary ten or fifteen years, because 1t is abforegone conclu-

sion, 1 believe, that when this contract Ot if this contract o >

were to ‘come up for renewal and rebidding in ﬁifteen‘yeats if “, ) @

the profitability was less and the oil was dgwn that we would < o ;

expect a poor bid 81d thetefore would suffer betweén thé differ-

ence_in the _bids during the last ten-year petiod . S
‘MR. HORTIG:

questlon, Hr Sieroty, ptesupposed and.certainly a shcrtnr periad o s !

&

1'd like to amplify on that. 1 think~ywut

conttart\woﬂld be _desirable ‘related to a segment of peak produc-

0

tion, where production teached a° peak and started 0 dtop off °

o o . P

twenty-five years, penk<production haa “been passad, and while a o

[ts

substantigl part of the production or the magority of it will bc
ach*eved in the<next ten or fifteen years, never;heless there

1s gzcontiuuing decline -- which is in’ effect even nov and every Co

[s]

o
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v a
day here on out ghe available production will decline, There

will not be anothet peak under this contract, so " v

o 6/ MR, SIERUI.‘).' One more question: The contracl:or 19
excused from any liability resulting ftom doing things that the
.Clty tellswhi“.n t Csbdo zeyarding subsidem:e, N.:', ~Hr., Goléin, dq

0

you lmow wshat clause that 15" 1’ 11 tell. ympy I asked: I
think this: clause is written pretty broadly. }) o -
BR, SPENCE: Section 26, page 4T %0 4. '
. HR. GOLDIN; pir. Sieroty, 1 think the policy determina—
tion for Lexcluding damages allegedly dne to subsidenre_may be ex-
¥ plained in this way: You wil.l recall that the Legislaeure in
1963 4n Chapter 1847 qutho;, zed a settlement of the Anchor iti-
gati.on. In Section 3 of that statt.kte t(inere is a legisliative k
finding that since r.he ..cmttnctors operated in the manner pre- .
scribed by the City and wtthout negligence, walvers of the tiglu: &Q
to 1nv@ke the indemnity prc provisions of that contractJ were author-
ized In the light of thiw legislative fl.ndi.ng, we deem d it un-
likely that: ir. WDI.IIG be possible to hold contractors accountabl%
fot alleged subaideuce dz’,mage when thpy\\fou}meﬂ orders given by
the City, and ,{we -thought the’ del:;;ion of this type of indempifi,-
cation would have Qj—tendency to enh&nce the bid --‘uheteas the
inclusion of auch Tiability mi_gh!.: have a tendency to depress tl e

TR, stmo'rv- The point 1 ‘wanted to raisﬁ:?c This only

' er!ez.nnt" the ..nntta tor from uabuity Eor that area_ uf dnmages

resulting Yeom subsideaﬁ\rﬁ-cther words, it is nzu/:ronl.y drawn"

‘ . HR. GOLDIN' I believe tl'Le exemptions were just two-
fold: One, with veapect to subsyrface r.respass, nnd the other
wi;h respect: to <subsidence damage.’ ' ’

. CHAH?IONO Does anyone else have anynhing £uie;:ber o
to add‘l (Ho teweme) I thini;, then, the ptoblemoig tu Se; the
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‘ e ’ ln time'ﬁyt the next meeting. Mr. Hortig, do you have-a luggeltlonfl‘“@, e
o 2 b M. HE)R’IIG ~ Ves, Mr. Chairman, In the interim, we: ’ o \'2
L ey 3 ave chesked your cslendnr and that of Mr. C%ton. the tvo meu;- 2 S ;1
(D“; 4 bern bere. 1 huven’t been sble to da.scusa this uu:h Mr, Sf.n:oty. . 4 B HDJ
A ”/;5 but ‘thuuday, October: 10tk, at ten a.m.,] here,would be avallable T
# g1 both for Mr, Cunazan ard /;vouuelf. Would this be eatisfaf}ory. ‘1
. EERS Sieroty? % T A , - o s q
8 : a'm. SIEROTY: Fine, 4 ‘ T *' s
° © MR, CHAMPION; I think that will mean there will be ° O
10 ten days lvallable to thosa who wish to.Submit furthey’ observavr ’ e )
) 11 :zions or uise other questions. Hhile thers are ten-days ave;l- 5 ’ , :
° i -12 } able, I'd like to ask. anyone who has comment to make or who has’ S o . 7
e > 13 |4 question to yalaé that they raise it as early as possible befom . o
) }4 that date, He/'.»gauy do want to arrive at a final conc}.usion. )
, 15 || We won e pre.,lude ful:l:her testlmony at that October 10th meeting, ‘ °Y |
PO N ' . ° f”ﬁ”j but- I think in otdet to have th~ staff in:omatim and qnalyuia o . ;
T o 7 1 and l:o “give Long Beach ofﬁcials and our own /staft an opportunity - . 4
} a v 0 a8 i to 1apk M: this material and to reply to it before® the '10th, that |
A o 12 U owe phould uk ev-tyone possible to cooperate in- sPeedlng up .this . T g
Bl progess. - ST s o -
L e 2% " Just ‘as soon as you know what you want to say, if you e,
! : : ZAZA qill. 1:!’. us havg §t in writtng. ‘sq we ‘can have our staff ‘and thc A 7 '
? a & a2 |- oft}.ctals of Long Beach tepdy to reSpond or suppiy the answers . )
,‘C? N oF rebly to the arguments. © . ) ’ B E
,” "‘:5 ’ S M, LSJPENCE' Mes Chaimarr may I make the :equest that .
{ . 41 26 il in c;x'der that ve may not be in tle dark as ‘to what these respect- T o
h : 0 G 27 sive@ guggest ions my be. uhen they direct their propg-als to the - )
“ 5 28 State Lands leuissien staff we would very much sppreciate it ¢
‘i o 029 i€ they would send us'a ‘copy s8¢ we can study it ‘without deluy. e ° |
! | 030 ‘MR, CHAHPION' I tt;it\:i; :h\a;. is an exeellent suggestion A E
; } * s : and we ﬁould ask that those who wi?h to ‘comment provide copies of .. ' . a
’ Dig thnt comment to XLong Bench. - /70 v ‘
' ) - ofe 4 /N\Z jﬂ (End of ;thcm):) 1 ' “ R % . \ ;}_//)
’ \/\, p -‘ﬂS} - . ; y “ / ]




