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During considekation' of Oplendar /tem 51 attached, Ni W. 
Thompso4, Mah4rp 	Be4Ph' Qpgtations , explained that 'in 

thia,  Otoposeci aue,mentation, the staff was relying 
on relief from the pep4rtment 	'Energy on its entitlemehts 
program. He 	az9?lained that ,thase monies 	!,19t be 
sptint instafteouay and. souse ,e:spenditures could be Jelgre6 
if cei mg Ptiegs 	lovfer tier oil, are not pla44' 

chatj:Mahleiiqt •Opty Ad'k4sed that :,the q0mAliss'On would 
4IOng *th staff 40h  the  nii*910t4444,Og  that #10' keOP 
toMmist?Lon postedy Etitc.re' 4evO.opMents with the DOE Re 
1)0410440, hrn: 	t. that JE 	 doe 0(2'; 

thiepOOM4Ston 	44tlY 	.14911.06.# eiWet„..4 
but there 	the poss.,:bllity:,t44 the State 4a.ylove tO,'Make - 

a'cO4CTcr?t, of" 'Pl1 0.4t4ee04 
Upon TfibtkortHOttly 'made, '4hd carried', the resol'ut'ioh as, pre,Sented, 

t6.1010 'Item 	was 60opttd by a 'Vote ot 

Attachmeht: Qakendar item 5i (4 pages) 



rtPTH MO1 PFTCAT1ON OF THE 1911497$' PLAN,  OF. 
' DEVa0011 N o i,,ND,HMRATIONS AIR/BUDGET, 1,0140, BEA(H-UNIT4  

W114010TON-011 OTELD,' LOS, ,ANdkO, COUNTY 

The fifth Modtf,tcation of the 1911-i978 	Cerro_ ,Op 
And'OperatiOnsen&Budget fOr the LOng.  BeaCh,  Unit win , 
increase'kitlltifng and redrilling activity In order tOObtatn 
additional crude oil production, To proyide fundingjOr 

additiOnal development work a Budget augmentation 
of:0„4904,P0 iS) provided., With approV4 Of 'this;  Ipodttiat106 
the ',eevis:edr141,9178Ainit Budget Will tOtal $90 27-  60. 

The 	at its meetiWg 	4ril 	"1A7"(,:,.    St 
ntenttoa:t0:,provide:'additional 'funs for ncr

#
e 

linit:,decielopment 'Activity with a-reasonable pOr ✓ion ,a 
Any additIonal revenue generatedcrOde-oll price4 
4D'6ilatt'eti TeOeti government 13,11f9run4,t,,elY th.  
was insteafa'Oeeze in'jUne, T'916 on tipper and LoWer 
editing priceSfoIlowedby Later rollbacks of u00er 
00,tes,' 

for years the Commission has heel concerned about the 
of parity in,  the pricing of California crude oil, as 
with pationwide priding, the Commission was successfu 
in its efforts to eliminate the inequity clue to an urn, 
grayity, diffprential in he ceiling prices pstaaishe 
for lc* gravity lover tier CallfOrnia crude oil in Oc 
t9/6,' 

The cal cOmpanies, however, did not i'ndtease their 'posted 
prices for upper and lower tier crude oil at that ti e 
or EnSgotember 1917 when Monthly, ctude oil price increases 
were again alloWed by the Federal Department of Ent 

 contended such increaes Could,  not be made because 
of the Veddral crude oil. entitlements'prograM. 

The Commission worked diligently' to obtainelief from 
the entitlements program, and as a result the Department 
of Energy (0Anted'a $1.74, per barrel reduction in the Califor-
nia lower tier entitlements obligation, effective January 1, 
l918 As a result of this relief granted Ln the entitleMenEs 
program,,, the oil companies should increase their postings 
for lower tier Wilmington crude :014, , 

The Fifth Modification will modify the Plan and Budget 
Co provide for the following 
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Increased new well drilltng, zn t tiai x  28 wells are 
be drilled, di:stributed-betWeen (he 'To, 'Ranger, 

Terminal andigFort(Zon4s„, The augtentaqon eot all 
naceSsary,4villitgact 	through, jUng 	i918  
§1400,,D00. 

A 1-year contrRot for the use of a drilling rig on 
Peer .1 and *stand Preemaq. The contract perizod is estimated 
to rut to apptoximately Marchl 1,070, some eight months 
into. 'fate 197,$497) PI n and', iludgct period, The anoUal 
rata is estNpated to he 0,100M0:, 140hHth0! additional 
fundFng providadabove, (he t977,19:7& tkidget contains 
sufficient fUndsfor that; ,,pore. 	of the Ilear contract 
en4ng, on June 3O 4191$, This -4PProval  mAl require 
the LOnglleadhVnit to provide,  addUtOnal funds thereafter , 
to 'meet the cont `actual IiabiUty,fOr that portion 
Olthe 14-year,c6fitract,follbwina Jame 3'l 4978. 

The purchase of a portable alectrbCdrilti,ng:4g, cOMOlete 
with all nocessary,equIpMent suitable fret drilling 
and tadrilling wellS Onshore and on the Offshore islands, 
The aygmen6ation fig` drilling eq0LpMent,is t3,400,000. 

Inprepsed •edrilling and workovers, The Modified 'P an 
provides for a yew tOtTil of ,5 injection well redvl IS 
and .6 o4well redrills to s'6Me !4ones.. Additional, workover 
aativtty IS planned. The augmentation for redriilS 
and workoverS is:$2,800,,000, 

Administrative Overhead for the above described items 
aMountS,(0 S190,pgiL ,  

After'apOroval  pf 'this modificatiOn, 	 N the 	dget 
Items wit:. be tevised'a totiows: 

,STLMATP) EXPENDlTURES FOR, 
BqSTMitift 	I 	" 

Ogyq;LNO OD D(WPLOPkW1 

b8veloant brIAllyg 

$ 6,,940,000 	$ :1, 000,000 	t, 7MO,O0 



 ,etd Ultlipment 

(2) 'brining EqUipment 	788r000' $ 3,400,000 	$ 4,188,000 

:',t....01ttParf,N6ITUgE fOk !MENU, 

,!4,,OtA*T1 C4LPON# 

' Ott 'PeITS', 
r6arft: 

'fsahp 
Wove

trr,ection,Well, 
s 

' ,(SaMe Zone) 
Workover 

:AdMiiiistrati'Ve:Overhead,. 

' total AugMentation 

	

500,0:00' 	$' 	,, 	$ 1,„760',60(3c 

	

1480640'00 	'1,1004,000 	2,'906„0,06 

,'4413„:000:  

	

838,00 	'200,000r 

$ 

4 01 90M°' 

The Commission Staff believes this F,ifth, Oodific4tion is 
gonsil%tent with the CoMmissioes established pplIcy of 
augmenting the Long 'Beach Unit ,Budget with,  4 reasonable 
Portion Of new revenues that :result from c,ryde dii price 
increases: 

AS of January 25, 1:978, there have been no inereasts in 
LoYer tier posted prices for Long Beach Unit etude Oil 
reflecting the January 1, 1978,  entitleMent adjustment. 
Howeveri, the Commission's,  Staff recommends CoMmission appro,ral 
of this modification. The Depattment of Energy, has declarers 
its intent to correct the inequities in danfornia crude 
oil price caused by the entitlement's progra4. Their curreAt 

change allowing an entitlements ad)ustment for California 
lower tier crude is to be followed 'by a,  hearing iii. the 
first quarter of 1978. The purpose Of this review Wilt 
be td,  determine -14 airy additional entitledi6nt adjustment 

required' for California' pt(;'Oucers to reoeive,cetUng 
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prices for their nit, This positive action-by the Department 
of energy iS reinfotced by the inclusion in the energy 
statement last December by President Catter, prior •O leaving 
on his Middle east trip;, of the need to maximize Californta 
production. He also outlined the nedessity of increasiOP. 
domestic energy sources tn, 'A is r4;ent State o 00 Unison 
message to Congress Approval of thismOdification would,  
tie clear tndiOatiOn,  of the dommissibn,s. intent to fulfill 
it role,  to maximize Pro•wtioti from the,Lon'Beach Un,tt. 

As an addendum t the above .:r`ecottn 	the- CommiSsion' 
,thfly wish to consider the provtS(On that produ&tien acceletgion 
prOjeCtS such,as workpv t 	teMedial 	!imuIatte 

drilling of wells shail,be restricted to ' 
those oil wells mhi&vill produce upper tier oil. the 
toMMiSsi-ipes Staff would' report on any Changes ih ,Ctude 
ciii,priicingattheTlebruary 	Meeting4 at which- time 
the COMmiOion could , evaluatethe aboVe.resttaint. 




