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21,  PLAN OF DEVELOPMENT AND OPLRATIONS AND BUDGET, ToNG BEACH
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During consideration of Calendar ftem 21, Mr. W. M, Yhompsaon,
Manager, Long Beach Op ﬂtlonx, ummarxzed the proposed item.
The Commission unanime .ly a pploxud the resolution as

presented in Calendar Ttem 21 attuched, with the underst 1nding
that there will be additional allnuatxonc based on presentations
to the Commission of future developers.
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CALENDAR TTEM

21

PLAN OF DEVELOPMENT AND OPERATTONS \XD BUDGET,
LONG REACH UNTT, JULY 1, 1976, THROVGH JUNT 30, 1077,
CITY OF LONG BEACH, WILNTNGTOM 011 FLELD,
LOS ANGRLES COUNTY

The 1976-1977 Plan of Development and Operations and Budget

for the Long Beach Unit was doveloped by the City of lLong

Beach, following generaiized criteria cstablished by the State
Lands Commission in February 1076. These criteria require )
stabilizing all Unit expenditurcs until there is some resolution
by the Fedéral Energy Administration on future California crude
0il prices in onder to achieve parity with the rest af the
United States.

The Budget, as prepared by the City of Long Beach, approved by
the City Council and transmitted to the State Lands Commission
for their consideration totals $62,041,000. This includes
§3,721,000 for Investment, $14,570,000 for Unit Taxes and
Licenses, $42,000,000 for Expenses Other than Unit Taxes and
Licerses, and $1,750,000 for Administrative Overhead.

The level of Expense-type expendiwures, exclusive of Unit Taxes
and Licenses is comparabie to the 1975-1976 Fiscal Year. Funds
will be available to offsct the cost of inflation and additional
{lui¢ throughput. The Tnvestmerni Budget 1ancludes §1 million

in drilling funds and $1.9 million for completion of produced
water handling facilities.

California crude 0il prices wrre penalized by the May 15, 1973
ave

price freezé, and all attempts to achieve parity to date hav
been unsuccessful.

The action by the FIA on crude oil price adjustment nndey the
Energy Policy and Conservation Act, that was passed by the
Conpress, has been under consideration by that agency since
February 1976. Tt is their ivreat, as expressed in hearings

on March 17 and 18, 1976, to :stablish a price pattern (ov the
39-month-period commencing March 1, 1976 and extending through
May 1979. At the time of preparation of this calendar item for
the agenda of the April 28, 1976 State Lands Commission meeting,
final action by the FEA had not been announced. However, of

two principal future pricing proposals considered by the FEA at
the March hearings, one proposal would allow na increase in the
price of lower tier crude o0il, and it outliped a propesed de-
cline method to provide for incentive. However, because of past
large expenditures and success ful efforts to arrest the rate of
oil production decline during the past few years, the proposed
decline method would probably allow very tittle, if any, oil
praduction from the Long Beach Unit to be classified as upher
tier crude oil during the next 39 months. 1f this alternative,
of the two proposed, is finally adopted by the FEA, it would
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have the result of g reduction in current crude oil value in
the Long Beach Unit, due to the impact of inflation and in-
creased costsy.

The final crude o0il price pattern is expected to he announced
by early April. It is suggested that as soon as thal deter-
mination is made by the FEA, the City of Long Beach and the
State Lands commission jointly consider any necessary changes

in the investment and expense funds of the proposed Budpet

and any revisions of the Plan as submitted. Such mutual agree-
ment can be presented during the Starte Lands Commission meeting,
and these changes in the Long Beach Unit Plan of Development
and Operations and Budget could then be incorporated into a
future first modification of said Plan and Budget,

NEPENDING UPON ACTIONS TAKEN BY THE FEDERAL ENERGY ADMINISTRATION
TO RELIEVE THE FREEZE SINCE 1973 ON CRUDE OIL PRICES IN THE

LONG BEACH TIDELANDS, BY THE DATE OF CONSIDERATION OF THIS

ITEM BY THE STATE LANDS COMMISSION, IT IS RECOMMENDED THAT
ETTHER:

A)  THE COMMISSION APPROVE THE "PLAN OF DEVELOPMENT AND
OPERATTONS AND BUDGET, LONG BEACH UNIT, JULY 1, 1976,
THROUGH JUNE 30, 1977" A% SUBMITTED, OR

B) THE COMMISSION APPROVE THE "PLAN OF DEVELOPMENT AND

v

OPERATTIONS AND BUDGET, LONG BEACH UNTT, JULY 1, 1976,
THROUGH JUNE 30, 1977, AS SUBMITTED, SUBJECT TO
CHANGES AGREED TO BY THE CITY OF LONG BEACH AND THE
STATE LANDS COMMISSION, TO BE INGORPORATED INTN THE

FIRST MODIFICATION OF THIS PLAN AND BUDGET,




