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;28".· ,SETTLEMEMT' OF LoNG,~ BEACH TIDELAwDS Ml VALORm TAX 'LITIGATION tbs . .ANGELFs :COUNTY:·~\ w 563 ~·.546. "' '' , ' ' , ' . . " . . ' ' ,, . I , , 

-After ·cq-psld~ra1;ion o~ Calen~:t;' J;tem 26 attached, and .upon motion, ·dul.Y 
~de- and carri~d-, th~. following resoiutiop ~s ,~d..ripted': 

'lhE .JdGroRNEY GEmlAL AND m ExEcuTIVE oF.F!crfil ARE' AU'.t!HORIZED To .ENTER 
iNTo"ANY ·AND ·Aµ;' ~';t'IO:NS··~ A.G~~' AND ~,EXECUTE. ANY Am>;ALL 
DOCUMENTS NECESSARY OR DESIRABLE TO D{PLElfE'RT. A SET1'LEMENT, 01" LONG BEACH 
TIDELANDS A'il VALoRFM· TA.X LITIGATION su.BsTAI4TIALt.Y Afr -Sm.' FORTH :tN CALEN­
DAR ITEM 26 Am~, ANµ TO SEcURE' AliY MID ALL APPROVALS mmmF REQ.UmEn 
BY JAW. 

Attacbinent :. 
· Calendar Item 26 ( 3 :pages) 
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SETTLEMENT· oF.1 .LONG- ·BE!cH:, TID~ 
' ' . ~ ' ' .. ~ _; . ' ' ff~· "" , ,, ";' ' ' ,, " .. ,..,,, ,"" ' . 

,14)· '.i'AI:P~f ~AX .LITIGATION· 

Pur~µant to. authori~a~ion contained ~n Commission resolution of DeQember 19, 
1968, ·the· Attorney Jeneral has interve~ed on behalf of the· Gommiss~"on in 
approxinla.tely 22 ad v~c;>r~m tax case~ pE;!nding in .the ~s· Angeles· $l;l.t"drior 
·Co4!-t. These actions were brought. against the County of Los Angeles and 
the C~ty of Long Beach,. ~~ tax collectors, by the various oil compa?iles 
havihg agreements with the City Qf Long Beach and the State for the 4~velop­
ment and operf!.tion.of Long Beach tide· and· submerged lands. The basic issue 
iµvolved in. the pending +itigation is whether the ta.X~ble interest in the 
Long Beach Tidel~ds minJral rights and the facilities thereon lie in pri• 
vate 011 companies or itl th~ City or Stateo If these rights are privately 
held, they are fully taxab~e,. and under the. terms of the four net profits 
contracts involved, about ·95%. (on a weighted average basis} of the bilrden 
of the tax will be born~ by the State and the tidelands trust. If these 
rights lie in the City or the State, th~y are ex~mpt from ad valorem taxa­
tion under Article XIII, Section 1, of the Qalifornia Constitution. At 
stake in this litigation are past ~~~es aggregating $84.7 million (computed 
a:s of JuJ.:y 1, 1972), and futlire tax,es Which are roughly estimated at $90 
to $100 million. 

By resolutions of January 26 and February 29, 1968, the Commission had 
authorized the Attor.µey Qeneral t.o appear on its behalf as amicus curiae 
in the California Supreme Cot\I't case of Af;lanti,c Oi! .. 9.o.:" v. County of Los_ 
~~Je~:,. T'ne Attorney Genera.J. advised the Coirunission: ·that a:; a result of 
this atipearance, the decision in tbat case (p9. C~. 2d 585) had established 
a useful precedent for the pending litigation, but was not dispositive of 
the isSi~es therein. 

For m~ months, the Office of the Attorney G<~neral has been d:iscussing with 
attorneys for the County of Los Angeles, the City of Long Beach, and the 
plaintiff' oil COnJpanies, a possible set·tlement of this li tigati6n, ~ under­
standing of which requires a'brief description of the contracts under which 
the Long :f3each tide e..nd submerge~ lands are 01oerated. These are as follows: 

a. ~e Contractors.• AfEeem3,P..i covers Tract No. 1, the City-owned 
tidelands in the East Wilmington Field. The Field Contractor 
under this Agreement is THuMs (a combine of Texaco., Humble, 
.Union, Mobil and Shell oil companies), which also has an 
8b% interest in the oil :produced from-Tract No. 1. Nonoper­
·ating Contractors (~, Contractors without any right to 
conduct operatio11s) have a 20% inte;rest in said oil.. Tract 
N6. 1 is cpmmitted to the Lo:b.g Beach U~it and accounts for 
a.pp:roximately 85% of the proguction from sa:ic1 Unit. 

b. !l'he !ract 'No., 2 A&es~ll t::overs tp.e, State-o'Vmed tid~lands· 
in t4e East Wilmi!lgton· ·Fi(:ll<l,. The .. Co:ritraci;qr tµlder. 'th::!..s-



... 
~ ' , 

I J' '\ " . ' ,,' .;,_ 

. ~~AR itiJ!EM,.t16 •. 26~ i(de~l 
, • n 1 a• ;:1~ a r ;bi4 • a ......., •. 
' .,, .... , ,. ,, 'J ... -~-· ::; "~"' ~ ... "'>·~' ·~ ,.,, .... ..... p. - ' 

4gr·eem~~t '(1\:tlantic· Ri:vh$i~~aJ.~ has ~() op~ratiP-S r~g~ts, ·b\lt .is 
eht:tt'.l:ed t·o 're6e~ve t~.e: .o~l .an~. :g~f5. ~ioca,ted ·to· ·T,r~c~ ;No• 2.e 
Tl~~$ ·Tract is 1il,tewise· ,c9mmi tte~f ~9· t. le ~ong ~ea,ch UI1it and· 
aqcourits for ~bout 5,% of the oil :producea· by ·the Unit.~1 

.c. Th,e ;t,,.B.O.~ ... ~;Long Be8;ch Oil, pevelopnieaj! Co·.) .ContEact covers 
th~ tidelands il;l 'the we~terly portiQri of the Wilmington·Oil 
Fl.eld with~:Q. t:Q,~ City of Long Beach. About one-half the 
lands cov~ned· ·by this don tract ~e committed to. four Unit 
Agreements .and are unitized wit~· uplands of varied ownership. 
The remainder of the· L.B.O.D. lands are non-unitized. Also 
involved·, for the tax yt:~ar 196? and part .of '19.64, are earlier 
L.B.O.D. contracts covering the presently '\.Ulitized land~. 

d. Theo Parcel "A11 Contract (P.nder which Atlantic-Richfield was 
the Contractor duri:lS the years at iss'1e) covers City-owned 
tidelands lying between the East Wilmington Field and the 
L.B.O.D. tidelands. P.~cel "A" is not unitized. 

- <:t•I ~ :, ~· ,, 

Under t\ie pI~lJosed settlement, the plaintiff oil companies and the State woFld 
concede the taxability of the following interests: 

ao The mining rights relat:ing to the Field Contractor's (THUMS') 
8o% interest in Tract No. l; 

b·, The miv.ing rights in the non-unitized portion of the L.B.O.D. 
lands; 

c. All mining righ·t.s in Parcel "A" (unless exempted under Revenue 
& Taxation Code Section 10?.2 or io7.3); 

d. The Contractors 1 possessory interests in all tidelands oper­
ating facilities. 

The County and the City, as tax collectors, would concede that the following 
interests are not taxable: 

a. The mining right~ relating to Nonoperating Contractors' 2r::i76 
interest in Tract No. l; 

b. The mining rights in Tract No. 2; 

c. The mining rights in the unitized lands covered QY the L.B.O.D. 
Con .. cract. 

In ·considerat.ion for THTIMS' joining in the settlement an? thereby .giving up. 
their entire na\lSi? of action agains~ the tcax·collectors and its potential 
fina,nQia.t .rec6v~~·y, i'HtiMS \.fill rec~ive $1 .. B>@illion~ .Of the· $11!5 millior~, 
$225, coo {i5%) ',wil~ be borne by .. the State '· $Lt5 ,coo (3%) by the Long Beaqh 
tid~lands trt~1i, $20,0-; 000 by qt}ler pr:i v~te :oil c9rhpar •. 11~s, and the .remaitrder· 
:(::;1;ghtly eye.~ '$·1 ·~±1iic:p:) :by tl].e· ·.pV.bl~a· ·ent~ties for ·whom ·te.Xee· weX-P- col-
:i.eo·i!·ea.. 
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Tlie ·µet; r.~$uJ;t of :~uoh .a ~~~trren:i~P.~ would ·be· th$.t aboµt "7'2!');: .9.f '!;he t~es· ievi'ed 
would b~ ·~qris~gered' ,vai~d· ~9: 28% inv~:i;d: :botl;i ·~$:"to th~ p~t ~*~· ~ .to ~}?.·~ 
t'utute. The ·state ~ll:- r.eqeive immediately tlie· i;mrh of :~18.3 m~l:tipn·, plus· a: 
substanti~ amqunt a6 arett1r~ of subvent~on·moneys :previously paid by the 
State to ·the Lor1g .Beach Unified $chool Dis'f!rict .pursuant to #}duc~tion Cpde 
Section 17703 .. 

The Staff recommendation is·based upon the following :cbn,~it'.}erations: 

1. The Attorney General has advis~d that the proposed eettlement 
is legally realistic. 

2. Due to the pendency of the litigation, approximately $66 million 
of disputed truces are presently impounded and are unavailable 
for public use at any gove~nrnental level -- State or local. The 
Attorney General advises that absent a settlement, the litigation 
can be expected 1:0 cont inµe for three to five yeo:rs, during which 
period the impounded sums would continue to be unavailable and 
would grow to about $100 million. Under the settlement, the 
great bulk of the impounded moneys would be immediately released 
to the State and to local gov~=nmental entities such as the County 
of Los Angeles, the Long Beach Unified School District, and the 
CH;y of Long Beache 

3. Given the relatively small economic interest of the plaintiff oil 
companies, this i.s basicall.y intergovernmental li.tigation between 
the State and the local governmental entities. 

IT IS RECOMMENDED THAT THE AT'I'ORNE'l GENERAL AND THE EXECUTIVE OFFICER BE 
AUTHORIZED TO ENTER INID ANY AND ALL S~IPULATIONS AND AGREEMENTS, AND 'ID 
EXECUTE ANY WD ALL OOCUMENTS NECESSARY OR DESIRABLE TO IMPLEMENT A SETTLE­
riENT SUBSTAN':pIALLY AS HEREINABOVE SE'r FORTH., AND SECURE ANY AND ALL APPROVALS 
~1HEREOF REQUIRED BY LAW. 
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