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PROPOSf:.D S~LE OF CRL1DE OIL, STAI!~ 
OIL A~D GAS LEASE PKC 426. 

ii Ci.\ I L<GTu,\ BE.;.1,.Cii FI £LU 

7/21/83 
'...J 9603.29 
Tanner 

Section 2 ot State Oil and Gas Lease PRC 42b, dated February 10, 
1950, reserves to the Stace che right to take royalty oil 
in kind. All royalty oil is now being sold under a contract 
which will expire on November 1, 1983. The staff recommends 
that the Commission re-offer for ccmpetitive bidding the 
royalty oil presently being purchased. 

Section 6815.1 of the P.R.C. governs the sell-off of this 
oil and provides, in pertinent pare, that when oil is taken 
in kind by the CommLssi0n it shall be sold only to the 
highest responsible bidder upon competitive public bidding 
and that the bidJing shall be pursuant to specifications 
and forms adopted by the Ccm·lssion prior to publication 
of the notice to bidders. The staff ~ecommends that the 
Commission at this time adopt the specifications fer the 
sell-off which are listed in Exhibit "A" to this Calendar 
Item and adopt the forms prepared by scaff to use in the 
s~ll-off, which are the Notice Inviting Bids, Bid Proposal, 
and Crude Oil Sales Con~ract, copies of which are on file 
in the Commission's office in Long Beach. After the bids 
are solicited and the highest responsible biJder determi d, 
the staff ~ill return to the Commission with a recommendJ~ion 
regarding the award of the sales contract . 
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1'hc oil will 1 ,_ delivered without any phy<;f~al cha{h.~e in 
l h<? existing :. Ll r.iroduction and ~ ransportac ion fa::::d ities. 
fhi::refore~ th.<.s transdction i", not a "proJ1•ct" and is exempc 
L' 1 0r:i the rec;t.i re·ipn t;:; of CE".:_A. 

EXl: I3IT: ~. ~~ecifications. 

IT IS R~\ '~!MENDED HiAT THE COi·l~;ISSION: 

1. FIND THAT CEQA IS NOT APPLICABLE TO THIS ACTIOK BECAUSE 
11· .S NOT A PFOJECT WHICH MAY HAVE A S[GNIFICA~T EFFECT 
upr~ THE ENVIRO~MENT, AS DEFINED I~ THL CEQA A~D ITS 
IMPLE.~1ENTIL~G Gl.IDELINES (P.R.C. 2108C; CAL. AD:·1. 
CCDE 15060). 

2. 1,T)CPT THE. SPECIFICATIONS LISTED IN EXHIB l T "A" AND 
THF. REFERENCED FORMS FOR USE IN THE SALE OF THE ROYALTY 
OIL FROM STATE OIL AND GAS L~A5£ ?Rt 426. 

3. AUTHORIZE THE EX~CVTIV~ OFFICER TO OFFER FOR SALE BY 
COMPt.'! ITIVr. B :OC•lNG THI~ f~( 0

L·· '. '1 .. LIL FRO~; STATE OIL 
AM, GAS Ll:/ISf PFC l~26 . 
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EXHI!HT "A" 

The signifi..:.:rnt ~pecifii.!dtions for the ...,"Jl-off of the 
roval1..\· crude 1li 1 from State Oil aPd Gw. Lease PRC 426 
are as" fvlllJ\•::~: 

1. Amvtmt 

2. 

3. 

Th~ sell-uf( will be one contract f 11r 100% of the royaltv 
oil frorr: Stale Oil ~trd Gas Lease PRr: .426. This is api:ro:-.i
r::.:itelv 1,100 borrels per d1y, of lB" API to 24° API 
p·...tvity oil. 

Price 

The purchaser shall pay an amount par barrel equal 
to the Base Prtce plus a bid bonus of not less than 
35 cents per barrel. The term ''Bas<:? Pri.ce" means the 
highest price posted for oil of like gravity and quality 
in the Huntington Beach Field on the day of delivery 
by a co~pany purchasing or paying royalties on oil 
in that field at its posted price or at a price using 
as one of its components its posted price. If chere 
is nu such post:ng, then the Base Price shall be the 
mJrket price generally prevailing in the nearest field 
anJ paid for oil of like gravity on the day of delivery 
.:is determined by the State. The Base Price shall not 
include any deduction for delivery, transportation 
or dehydration. The Base Price shall be computed to 
che closest tenth of each degree of A.P.I. gravity 
and the closest tenth of a cent per barrel. Tbe tench 
of each degree of A.P.I. gravity shall be cowputed 
on actual prices paid to such tenth degree o~, if none, 
computed by arithmetic interpolation. 

Te1·m 

The term of the sell-off contract will be from November 1, 
1983 through April 30, 1985. 

4. Cash Deposit 

Each 
good 
of 
re~ 

bidder shall submit wiLh its bid as evidence of 
faith a certified or c3~hier 1 s check in the amount 

000 which, except in the case of ~he highest 
ible bidder, will be returned. 

5. Suretv 

6. 

A letter of credit in the amount of $1,600,000 will 
be required. 

Insurance 

The purc!.ai:.t::r 1.,iill maintain or procure liability insurance 
of SS00,000 for one person, $1,000,000 for mor2 than 
one person, and $1,000,000 to cover damage to property. 

3 ,--· 
1.,.,., 

' u,,,"j~ >. • -~ 
L---

... 1 5 z ! :_L(s_o_j 




