‘MINUTE ITEM:
This Calendar item No. 2 ‘
was approvad as. Minute item CALENDAR ITEM
No. ¥e by the State Lands
mission by a vote of <X ___
1.0 atits _40/4u0/.
meseting.

. | 10/30/81 « *
36 : - . Tholipson:

v

‘LONG ‘BEACH TIDELANDS DRY . Coe e
GAS PRICE DETERMINATION L
) . _ . . \3: -\j:;_ e
Section 6 of Chapter 29, Statutes.of 1956, First Extrdcrdinary .

Session, provides that the Gas: Department of the City of : -~°
Long Beach shall receive intc 4ts system dall dry gas .derived.
from the lLong Beach ‘tidekands which ft can economically
utilize and whiéh is mot required for oil ‘fileld -operfEions:
According to this statuté, the .price ito be paid by the’
City for the dry gas shall be the tedsonable wholesale’ .. -

market value which is to be determined: €rom. time to time™ -

jointly by the-City of Long:B&ach ahd ‘the State Lands Com
in light of prices for procegsed dry gas prevailing frem & .
time to time &t .absotption plants-where wet ;gas produced .
in the Los Angeles Basiin is being processed.- ’
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Acting pursuyant to this sfggutary:di;gccive;«;he»Cﬁtypaﬁ&@ ;
the Commission entered into .an agreéesent on Decémber 23; ' .~
1967, which provides, .arong other things, that the price .,
for dry gas received by the Gas Depatrtment shall be thez)/
average price paid each month for dry gg§~p§$chased‘fi§ﬁf

absorption plants in. the Los. Angeles: Basin by Pacific Lighting;
adjusted for héating value. The agreement aﬁ%é‘EOﬁgiiﬁS- T
a mechanism. whéreby either the :City or :the Commission may:
request negotiations to altér the .price formula if - there

are unforeseén or changed circumstances reldting to -pricey

quality or -quantity. The agreement provides ithat if° the

right to negotiate a new price :f'bi:‘muléﬁi:g invoked, the - .
new formula shall'begqme«effecgivé.nlnegy:déys»afterighe
notice to megotiate is givens ’

On February 20, 1980; thé Executive Officer igdve written
notice to the City of the Commission's eléction to.negotiite .
a new price formula on the ground that there was a -changeil ‘
2ircumstance réelating to~QuantiEy'iﬁ«Eha%)Piéiﬁic‘Ligﬁtgdg

no longer was purchasing dry gas &t absorpticn plants in ™
the Los Angeles Basin. The City obje¢ted to -any-attempt.
to negotiate a néw price.formula, contendifig; that there
were no changed circumstances allowing. the :Commission to
seek a new price formula under the 1967 agréement. The
City cited the faect. that Pacific Lighting was :continuing.
to receive gas on exchange from absorption plants. in ithe
Los Angeles Bacin. Attempt$ at negotiation were stalled |
by the City's stance. Howéver, im Juné 1981, :all. absorptiobn
pla.ts in the Los Angeles Basin c¢eased opération so that

no gas deliveries of any kind were made :to Facific Lightiig
at these plants. Both paxties recognized.thit agreement

on a ‘new priée formula now had to be achieved:..
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CALENDAR ITEM. NO. 3:6 (CONTD)

The Commission’s staff has heggtiaggdng:néwi?;itigg;fqgégﬁa
with the City. The néﬁ;igrmula,:WhiéhuiS;éqhtaiﬁgd:iﬁngﬁé -
agreement attached as Exhibit *'A', provides that the price ™ °
the City shall pay for tidelands dry gas shall be thée weighted
average of prices paid by Racific Lighting for its purchases
under long term contracts of dry gas from .all processing:
plants in the Los Angeles Basin, adjusted fof heating. value.
The new price formula shall be effective July 1, 1981, -
In agreeing to this effective date; the Commigsiofi will -
not be waiving its position :that unde¥ the 1967 agreement
the new price férmula Sbéuld“be~e”£écﬁiyezréﬁtcactivelyg‘
Lo ninety .days after February 20, 1980. The $taff will~

continueé to pursue negotiations-with .the City in an atbempt
to resolve the issue of retroactively “and, if there is. . :
an impasse, will return: to. the Commission with a. request

to commence litigation.

vy

Under the old price formula, thé price being. paid by the

City was equivalent to: the anniial bordér pride becairge—

dry gas deliveries wo Pacific¢ Lighting from #bsorption. 7 -
plants were made under gld contfacts providing for paymefit

of the annual border price. The annual bordet price is
cuxrently about $Z.40 per mcf: Under -the new :price formula,
the City will pay about $2:85 per mcf. This pfrice .approaches; -
but is not -quite at, the monthly border -price. At thée priésent.
time, about 70 of Pacific Lighting's dry gas ipurchases.

from processing plants in the Los Angeles Basgin .are made’
under monthly border price contragts dnd about 30 are -made
under annual border price contracts:. The volume of gas -

sold under monthly border price contracts -should increasg

as time passes because Pacific Lighting®s old contracts.
provide for payment of the annual border price and new
contracts should provide for payment of the mosthly bordsér -
price. During any period when gas :prices are fiacreasing,.

the monthly border price will yield more money: to «the seller ©
than the annual bozder price. )

IT I3 RECOMMENDED THAT THE COMMISSION:
L. APPROVE, AND AUTHORIZE THE EXECUTIVE OFFLCER TO EXEGUTE

ON BEHALF OF THE COMMISSION., THE AGREEMENT WITH: THE -
CITY OF LONG BEACH, A COPY .OF WHICH IS ATTACHED AS

EXHIBIT "A!', PROVIDING A NEW FORMULA FOR DETERMINING
THE PRICE TO BE. PAID TO: THE COMMISSION BY THE CITY -

FOR DRY GAS FROM THE LONG BEACH TIDELANDS RECELVED:

BY THE LONG BEACH -GAS. DEPARIMENT .
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EXHIBIT A

LONG BEAGH TIDELANDS DRY GAS.
PRICE AGREEMENT

Acting pursuant to sectiom 6 of Chapter 29, 'Statutes gé‘.
1956, Eifst.Extraordinary'Séssidﬁ;fthewgiﬁquf Long Beacn
and the State LandS*CdﬁmiSStpn.enﬁérédfihtqhdn,égreemgﬁg

dated December 28, 1967 «(‘the 1967 Agreementi'’):, whick pﬁpVi§é$ 

a method for determining the price t& be pajd by the City - .
to the Commission for Long Beach tiﬁflangs»ﬁtngasmrgééiygd;,
by the Long Beach Gas ])e,p'a.i:tmet)t."l“ati"g—‘:_“C"lf:’gzy_éh,s‘}fidifT he Commi's siom
have faund the formula in the 1967 Agteémpng,tbébe‘unwbik@bgg :

because of the closing of all-abSQ?ptiogqplﬁggs;in'tﬁezg_‘ <L
Los Angeles Basin. The City and the Commigsiion have negdtiated

a new price formula to replace the formula set forth: in’
paragraph 3 of the 1967 Agreement.

The City and the Comilission agree that the price for Lorig.
Beach ;idéland5~dxy~gas-receivéd,eachwmbnthtﬁy*;he’Lohg;

Beach Gas Department whall be the weighted.average of pEices

paid by Pacific Lighting for its dry gas: purchases aunder .
long term .contracts 'during the -$amé month £xrom allsprocessing -
plants in the Los Angeles-Basin. The price ta be paid by -

the City shall be adjusted for héating value by mitiplying

the weighted &Nerage,priéeApa;d9§y:Eacifigﬁﬁégﬁtngéfgtw

its gas purchases -under &ohgaté%mscoqgragggg;fpmgg;l;ptégessing
plants, in the Los Angéles Basin by the ratio of the B.TiU.
heating +alué of tidelands dry gas to the yeé ghted average
B.T.U. heating value of all d¥y gas purchaseéd by Racific
Lighting undéer long term ddﬁtraévj;ﬁfgmuarﬂgprdcesgigg;?

plants in the Los Angeles Basin. This new pirice ‘formulai

shall be effective July 1, 1981. ¥

does not waive its position that dﬂdéﬁ'Qhé*l@G?-ggfeemth

the néw'prica.fbtmuig‘Should.be effectrye letroactively:

to ninety days after February 20, 1980. Thg Commission

may pursue whatever Fights it may hdve against the City
regarding the‘retroactiVEHapﬁ£i¢aﬁ£¢n~@f the new price
formula, and the fact that this agreement provides for

an effective date of July 1, 1981, shall not be pseduzgaingﬁ

In agreeing to an eéffective date of July 1, 1981, the Commission

the Commission in any of those pursuits.




As modified by this agreement., the‘1967 Agregment xemaxns
in effect. N

DATED ‘ . - CITY OF LONG BEACH,. .
T a. munlcxpai corponﬂgloh

By . ... ,
City Manager
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