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BACKGROUND: 

APPROVE PROPOSEC SALE or APPROXIMATELY 
l ,.??S B/p, 'OF ~OYnt TY OR TN--KJND CRt.:.DE 01 L, 

STATE OIL AND GAS LEASES. LOS ANGELES 
ANO SANlA BARBARA COUNTIES 

10/29/90 
w 9603.81 
w 9603. 84· 
Tanner 

·At present, the Slate is taking iM kind and selling its royalty 
or in-kind share of" crude oil (approximately l,'275 BID), from 
one S~ate oil and gas lease in Los Ange~es County and one State 
oil and g~s lease in Santa Barbara County. Th~se royalty or 
in-kind oil sales contr::>cts are scheduled ·to expi.re on August 1, 
1991 and Oecemb~r 1. 1991. Because of the long lead time needed 
lo r~-offer for competitive bidding the erode oil pres~nt1y 
being purchased. it is necessary to begin the p~ocess now. The 
crude oiJ. 1.1..til'l he sold under two separate contracts. 

S'fAf"f RECOMMENDATIONS: 

Secti~n 6515.1 of the P.R.C. governs the sell~off of royalty or 
in-kind oil and provides that. when oil is taken in kind by the 
Commission, it sha].-1. ·be .~old only· to the highest responsible 
bidder upon competitive ~ublic bidding and the bidding shall be 
pursuant to specifications and forms adopted by the Commission 
pr-ior to publication of the notice to bidders. Th~ staff 
recommend~ "the ~om·~ssion authorize the sale of royalty or 
in-kind crude oil 'from the 1e~~·es l:i s ted· on Exhibi·t "A 

11 
and 

adopt the specifications for ihe sell-ofrs which are listed on 
Exhi6it 

11 8~ to this ~alenda~ item. Staff also recommends the 
Commission adopt ~he ~Jrms ~~epared ·by staff for use in the 
sell-offs. which are ihe notice inviting bids. bid proposal, 
and the crude oil 1

sales contracts. copies of whic'h are on fi]e 
in the Commission's long Beach ofrice. 
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After the bid~ are solicited and ~he highest rcspon~lbJe 
bidders ar~~determined, the staff will returh to the ~ommission 
with a recommendation{s) regarding the award of the sales COJ)t-.racts. 

'fhe oiT ~ill be delivered without any el'!YS'. cal change in the 
existing oil production or transportat ;n facilities. 

AB 884: NIA. 

OTHER PERTINENT INF9RMAT!ON: 

EXHI~ITS: 

l. Pursuan·t to the Commission's delegation of 
authority and the State CEQA Guidelin~s 
(Cal. Code Regs. ~5061), the staff has 
determined that this activity is exempt 
from the ~~~uirements of the CEQA because 
it is not a ~project~ as deFine~ by CEQA 
and the State CEQA Guidel·J.,f;!s. 

Authority: P.R. c. 21065 and 14' ·Gal: ·Code 
Regs. 15378. 

A. State Oil and Gas leases. 
B. Specifications for Sales. 

IT IS RECOMME~~EO THAT THE COMMISSION: 

1. fl~D THAT THE ACTIUI~Y IS EXEMPT FROM THE -~QUIREMENTS Of 
THE ·CEQA PURSUANt TO 14 CAL. CODE REGS. 15Cf6;l BECAUSE IT .rs 
NOT~ PROJECT AS DEFINED BY P.R.C. 21065 AND 14 CAL. CODE REGS. 15378. 

2. AUTHORIZE THE EXECUTIVE OffICER Tu OFF.ER FOR SALE, BY 
COMPETITIVE B,lDDING, THE ROYAL TY OR IN-KIND OIL. r-'ROM THE 
STATE OIL AN!i GAS LEASES LISTED IN EXHIBIT 11 A11 • 

3. ADOPT THE SPECIFICATIONS LISTED IN EXHIBIT "BH ANO THE 
3~FE~ENCED FORMS fOR USE IN THE SALE -OF lHE hOYALTY OR 
IN-KIND OIL F'.ROM THE STATE Oil ANO GAS LEAsr.s LISTED IN E)'(.!U 8 IT . " A II • . ~ . •. 
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l. 'PRC 3455, 250 
Tract. No. (17 .SO) 
2 (LBU) 

2 •. •PRC 3242 i.o~s (So. {21.39) 
Ellwood) 
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Tt1e signiFicant speei Ficatj ons s~at f"orth ·in the s-elJ-off bip 
f9rms are as follows: 

l. ,Amount 

T~e: ~ell~offs will offer the State's monthly royalty qr.' 
i~:·:~ ~d share of crude o·i i~·. 

2. Price 

The prjc~ will· be the highest posted price in tt~e ·field for 
oil·of like gravity on ~he day of delivery, plus a bonus 
per barrel that is the 'bid factor. The pric~ for the oil 
~h~ll be computed to the closest tenth of each degree of 
APT gravity and ·the· closest tenth of a cent per barrel.. rs 
minimum bonus bid of $0.25 per barr~l above the base price 
will be required. lri addi'ticn. the purchaser will be 
invoiced semi-monthly. Furthermore, a staggered penalty 
schedule o·f between. I percent - 5 percPnt will be used for 
late payments. Interest wili continue to be assessed at 
the rate of J l/2 percent ~er month. 

3. Term -
The contract PRC 3242 (South ~llwood) will b~ 
ten months. The contract for PRC 3455 (Tract 
·unit) will be For a term of eighte~n months. 
provisions for renewal or extens~ons. 

4. Cash ~eposit 

for a term of 
\ 2. Long, Beacf1, 

There are 'no 

~~ch bidder shall submit with its bid as evidence of good 
~aith, ' certified or cashier's ~heck in the amount of 
$25.000 for leases with production of less than 1,000 BID 
and $50,000 for leases with production exccedihg 
1,000 BID. Except in the ca~e of the successful bi<de~. 
the bi.d deposit t.ttill be r~turned ·to each bidder. 

5. Suret!( 

P.n irrevocable letter of credit will be required in an 
amount equivalent to 45 day~ of State royalty or in-kind 
oil production. An alterna~e form of scctir~~~ may be 
accepted as a substitute for th~ lP,tt~r of credit. subject 
to co~ditions pr~scribed by State L'nd~ Commission s~aff 
~nd the Office of' the At~~rhe~ General 



6. 

7., 

Insurai'S::~ 

The pur.ehaser will procure and maintain personal liability 
and pr~~erty dama~e insurance of at least $2~000.000 
combined single iiffii~ Rer occurrence or $4.000.000 aggregate. 

Deliver!{ 

An agreement providing for the exchange or other 
~isp~sition of the oil subj~ct to the sales contr~ct must 
be submitted as evidence establishing ttie bidder's ability 
to t,ake the royalty or in-kind oi'l at t:he point of delivery. 

8. .§..election of Successful Bidders 

The successful; ~hfdder for ez.c.h contract shal 1 be1 the 
responsible bidder making, the highest per barrel -~Q,niis 
bid. In the event that two or more responsib1e bidders 
make identical high bids. the successful bidder will be 
determined by l~t am~ng all those responsible bidders 
makinq uuch identical high bids. 

·9. Re iection of Bids 

All or any portion of t~e royalty or in-kind oil prop~~e,ii 
to be sold may be wit.hdrawn by the Commission at any time 
before ·the opening of the bids. The Com~ission also 
ref~rves t~e right t& canc,1·~his oif~r at any time and the 
right to -~eject any or all Of the bids. 
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