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27. PLAN OF DEVELOPMENT AND OPERATIONS AND BUDGET, 1978~1979,,
;EQNS‘ﬁEAGH»UNlﬁ,WILt NGTON QIL FIELD, 'LOS. ANGELES |
‘COUNTY . “

\

Duttng considérvation of Calendar Itenm 27 attached,.
Mz. W. M. Thompson, Chief, Extractive Development, Long
Beach Operations, veported on this Ltem.

He stated that because the staff does mot 'know the impact

of Propositions § and 13 which aré oti the June 6, 1978 ballot,
the proposed budget does not contain mining rights property
taxes and théerefore is fot .a trué budget.

in addition, he stated this budget ts a full developmenb-typeé
budget based on receiving oil grices which are commensurate
with the risk and etdnomic returns. He poimted ot that

the staff is depending on prospective actions by the Department
of Enetgy and the oil purchasers in its recommendation.

Acting Chairman Sid McCauslana stated that the Commission

Has invested a substantial amount of money in the field
during. the last year for the puppose of majntaining production
capability. ‘He asked the staff to advise him how those
expenditureshave progréssed and whether or not they continue
‘0 be 'sound ¢conomit décisions due to thé fact that the

Gommission has not redeived an affirmative response to

its request fof major changes in the price for its oil,

M. Thompson stated, like other producers in the United

States, ‘the Comsisgion's staff tends to orient its money=spending
towards maximizing the production of higher priced upper

tier oil since thé risk is less and the veturm is greater.
‘Thiepefore, of the money available ‘to it thé staff gives

highest priority to spending on upper tier development,
stimulation and production acceletration.

Mr. McGausland asked #f the staff is monitoring any deteriovdtion
of its ability to extract oil Erom those lower tier reservolrs:
‘Mr. Thompson stated if the presént oil pricing trend continues,
the State will lose recovery because 0il recovery is definitely
tied into oil pricing. ' '

Mr: MeCausland also asked if the staff is envisioning a

situation in wiaich the State might actually vant to close
down: production £9 & substantial degree in the lower tier
portions of the fiields. Mr. Thompson stated if the State
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does not rece.ve crude oil price jnereases, it will have

to- make value judgements. every time money is spent on lowex
tier prodiction. ’ ‘

Other questions were askod about the treatment techuiques
and their cost effectiveness.

Mr. Carl D'Agostino asked what the additional 83 cents

per barrel, if ceiling prices were paid does. for the State.
Mr. Thompson explained.chat it actually keeps the State

in business because the Commission is ‘Looking at the net
profits side and operating,cos&s.of a lower Lier well are
from 50 to 100 percent of ‘the price part of the oil:

UﬁOn motion duly made and carried, the resolution aS*presented
in Calendar Itewm 27 was adopted by a vote of 2-0.

Attachment: Calendar Ltem 27 ({3 pages)
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PLAN OF DEVELOPMENT AND OPERATIONS: AND BUDGET,
197841979, LONG BEAGH UNIT
WILNINGTON OTL FIRID, L0S ANGELES: COUNTY

In compliance witlh Sectton 5, Chapter 13%, Statutss of
1964, Lst E. 8., and Article &, oF the Long Beach Unit
Agreement, the City of Long Beach has- submitred the Plan
of Development and Qpexations and Budget, Long Reach Uait,

July 1, 1978,\thr0ugh“dﬁne 30, 1979, to the State Lands
Commission for approval. : ,

The - roposed Plan pxmvides for d¢ncinuedfaevelopment of
the Eoﬁg Reach Unik and the centimiing bpetat&pn-amd main-
renance of facilities. In order to accomplish the proppsed
deva&opmantvanQ’tQ,managQ, operate ahd:mhiﬁtginﬁthévvapﬁous
existing Unit factlities, a Budgel totaling $74,383,000
has béeﬂ\prepafed@ The bgdget,ptovide§:$1lbi68,00 - for

‘ , 0.
capital imvestment, $60¢5202000"f0r»expén5e, and: $2,695,000
For admimnistrative overhead. ‘

Iayestment funding includes $10,000,000 to drill 29 new
wells and $791,000 for field gnd*WeLl facilities. It is
planned to maintain d & drilling rig 1ével of drikling
activity for new walls, pedrills and wotkovers. Expense
Budget Divisions are: Operatiﬁgvﬁxpense, $51.,956.,0004
General pdministrative Expense, $5,175,000;% and. Othey Expense,
$729,000. Only $2,650,000 has heen budgeted for Unit Taxes
and lLiceuses. Altheugh it ig planned to pay all taxes when
due, no ﬁundsHhave’been provided it this time for Los Angeles
county mining 1ights taxes and secured personal propexrty
tages, becayse of present unknewns « These unknown factors
include curvent assessment practices of ‘the Los Angeles
Caounty Assessor ‘s office that axc used for determination

of the fasr market value of the Unit, the assessed:valuation,
tag races of ‘the various paxang agencies and the overall
impact of Lhe prevailing Lax meéasure, Proposition 8 or
Proposition 1,3, which is expected to be decided in the

June 64 1978 election. Funds are provided for unsecured
property taxes payable in August 1978. After ‘the full amount
of the taxes are known and before they are paid in December
1978 and April 1979, 2 budget modification will be presented
tr the Commission fox approval.

The Economic Projections, Exhibits C-3 and C-4, show estimated

erude oil production of 26:2 million parrels: The range
of pobentiai‘oil prices and income result in a range of

52, 57, 58
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ACALENDAR'ITEMHNO. 27, (CONTD)

Unit net income £x0m $74,903;000'to $100,634, 0,
allowance foi payment of additional, county miniy
and‘perSonal-pnopertyHtaxasf Any changes\in actual price
Patd for Unit crude O0il in the future will be reflected
n revigsaed sconemic projections that will be subnii tted
to the Comiiission.

Almast 80% of Long Beach Unijt crude oil (g &lasgif$ed‘as
lover tier crude oil under fedeyal Departmept,oﬁ Enevgy
(DOE) iohs, The DDE, in September, 1977, resumeg

monkh Rilaby ’ in -el.ling price for lower tiery il
Y 6% a year, Congressional action
in February, 1974 was intended to increase ceiling prices

on upper and lower‘tier.oir‘wibhin'fhe compasite prige.,

118 was to allow the-ptodu@er Lo iecejve ghe'Fébruary,
1976 oi1 Price, plus Inflation; ig order to maintain 3

February, 197¢ constant dolTar position.

The DOE has nuw Provided for inflation back Lo February |
1976, Also, the current 6% pey year rate of adjustmeng

I's only an Index rate and is no* large enough co maintain
¢rude prices in . ry, 1976, cohstaht,dollars, There

Is ﬁufficienﬁ ~atlfude for price expansion within the mandated
Composite price to accomplisi the necessary adjustment,

as the current domestjc COmposite,price is 80 cents or

9% beloy the allowable composite price.

of | quate'bef@iﬁ”aptice escalation
ithin the DOE'g entitlements program.
gquities result in actyal Prices paid for Lower
ler ofl that are more than 18% beloy the allowable ceiling
prices, If {he current pattern of DOE monthly Lower tiey
Price increagas continue, the celling price i July, 1978
and June, 1974 will be $6,83 and $1,16 respectively, above
prices currently being received, Tt Commission and its

staff aye working in conjunction with the Governor’s Office
and the California Congness@onaltdelegation to eliminate
this{pricing inequity, ip order to maximize oil recovery
Erom the granted tidelands and pratect the State's economie
intierest in thoge Cidelands.

From information gathered at g hearing in Huntington Reach
on March 30-31, 1978, it is.anticipatéd‘ﬁhat the DOE will,
in the immediate futune; make rule changes that will resyle
in a short Lerm correction of the entitlemencg bias. Longer
vange solutions, based on other Proposals presented at

that hearing alsgo can he expected,

The Comwmission's Staff, under the assumption thae Cuirent
Inequitjes Created by federal action will pe rescinded,
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