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Section & of Chapter 28, StatutesAqf‘1956 First Extracrdgnary
Session, provides that- the GaS*Department oﬁ the Cltj of i o e
Long Beach shall receive intoc its system all ‘dry- gas’ derived
from the Long Beach tidekands which® it dan economically
utilize and whiéh is wot iequlred for oil “fifeld operCtlons.’
According to this statuﬁe, the .price to be.pald by: the” .
City for thé dry gas shall be ‘the redsonable wholesale .. =
market value which is to-be determined from. tiie to time* - -
JOlntly by the.City of Long Beach and thé State Lands Commi551on
in light of przces for procegsed. dry gas. prevailing £rem .. :
time to time at absorptxon plants:-where wet ;gas produced
in the Los Angeles Basin is being processed.”

Acting pursuyant to this statutery direstive; -the- CLtyganda,
the Commission entered into .an agreem&nt on, Decémber 28
1967, which prov;des, -arong other things, that the'grice g
for dry gas received by the Gas Department shall be ?htfﬁf
average price paid each month for dry gas puxchased from— -
absorption plants in: the Los Angeles Basin by Pacific Lighting,
adjusted: for héating value. The agreement also: contains-

a mechanism whéreby either the «€ity or ithe Commission ma¥
request negotiations to altér thé price ‘formtula if there
are unforeseeén or changed circumstances. reladiting to prlce
quality or quantlty. The -agreement provxdes ithat if the
Tight to negotlate a new prlce formuLa is lwvoked the A

notice to negotlate lS ngen*

On February 20, 1980; the Executive Offlcer igave writteﬁ
notice to the Clty of ‘the Commission’'s eiect;on to.negotiate .
a new price formula on the groand that there was, a ehanged
circumstance relating to quantLty41n that Padific Lightinyz
no longer was purchasing dry gas at absorptlon plants in ™ -
the Los Angeles Basin. The City cbjected to any -attempt-
to negotiate a new price.formula, contending; that there
were no changed circumstances allowing the :Gommission o
seek a new price formula ‘under the 1967 agreement. The
City cited the fact that Pacific: nghtlng was. contlnulng
to receive gas on éxchange from absorption: plants in the
Los Angeles Bacin. Attempt$ at negotiation were stalled .
by the City's stance. Howéver, im Juné 1981ﬁéa11 absorptiipn
pla.its in the Los Angeles Basin ceéased opération so. that -
no gas deliveries. of any'klnd were: made ‘to Facific L;ghtlng
at thé<e plants:. Bdoth parties recognized. thit agreement
on a mew price formula now had to be achieved.
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Thé Commission's staff has negotiated :a méw: pricing formuh
with the City. The new formula, which is- contained 1n.tﬁé .
agreement attached as Exhibit ‘AW, provides that the price *
the ‘City shallgpay'for tidelands . dry gas shall be the we;ghted
average of prices paid by PRacific Lighting: for its purchases
under’ long term contracts of dry gas from alL processing:
plants in the Los Angeles Basin, adJusted foir ‘heating value.
The new price formula shall be effective July 1, 1981.,\»
in agreeing to this effective date; the Commission will -

not be waiving its position ithat under the 1967 agreement
the new price formula should be effective reLroautxvel

to ninety .days after Februaty 20, 1980. The -$taff wlll
~ontinué to pursue.negotlat;ons with the CltV in an.attempt
to resolve the issue of retroactively ‘and, lL.there is °

an 1mpasse,w111;return to. the Commission thh a request

to. commence litigatiom. A

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

City was equivalent to: the annual borderspriee.becagseﬁ~

dry gas deliveries wo Pacific nghttng from dbsorption.
plants were made under old éontracts provxdlng for payment

of the annual border price. Thé annual bordetsprlce is
curtently about $2.40 per mcf. Under ‘the new price formutla,
the City will pay about $2: 85 per mcf. This Frice approaches,~
but is not -quite at, the monthly border -priice.. At the present
time, .about 70 of Pacxtlc Lighting's dry gas ‘purchases.

from processing plants in the Los Angelee‘Bas;n are made"
under monthly border price contragts and about 30 are 'made
under annual border prlce;COﬂtracts. 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 mofithly bordér -
price. During any period when gds prices are 1ncreas;ng,

the monthly border price will yield more monéy: to the seller *

than the annual border price.
IT ©S RECGMMENDED THAT THE COMMISSION:

1. APPROVE, AND AUTHORIZE THE EXECUTIVE OEFILCER TO EXECUTE
ON BEHALF OF THE COMMISSION, THE AGREEMENT ‘WITH: THE -
CITY OF LONG BEACH, A COPY OF WHICH IS ATTACHED- AS
EXHIBIT "aP, PROVIDING A NEW FORMULA FOR DETERMINING
THE PRICE TO BE. PAID' TO: THE COMMISSION BY THE CITY -
FOR DRY GAS FROM THE LONG EBEACH TIDELANDS RECELVED:

BY THE LONG BEACH -GAS. DEPARTMENT.




EXHIBIT A

LONG BEAGH TIDELANDS DRY GAS
'PRICE AGREEMENT

Acting pursuant to sectiom. 6 of Chaptér 29, ‘Statutes Sf

1956, First Extraordinary Session; the Cltyxof Long Beach

and the State Lands -Commission entered <into: an.agreemenﬁ :
dated December 28, 1967 (the '*1967 Agreement'):, whick provides -
a method for determlnlng the price t& ‘be paid by the. Ctly -

to the Commission for Long Beach tidélands ity gasa:ecex,ved,3
by the Long Beach Gas Department. 'The‘Clty #nd ‘the Comméis S1.01
have faund the formula in the 1967 AgreemenL to - be'unwon&1bla .
because of the closing of all absorptlon plants:in the » <
Los Angeles Basin. The City and ‘the Commis snon have negutlated
a new price formula té replace the formula set forth in )
paragraph 3 of the 1967 Agreément.

The City and the Comitission agree that the piice for Lorig
Beach tidelands dry gas received each month by ‘the Long:

Beach Gas Department hall be the werghted :average of prxces
paid by Pacific nghting for its dry gas: pu:chases~unde; :
long term .contracts 'during the -samé month fxom all: “processing.
plants in the Los Angeles-Basir. The prlce.to be: pald bv

the City shall be adjusted for héating valye by mutIplying
the weighted average price pald by Pacific nghting forx. -
its gas purchases -inder long té¥m. contracts, £rom.all processxng
plants, in the Los Angeles Basin by the ratig of the B.TiU.
heating ‘alue of tidelands dry gas to the '@.ghtea average
B.T.U. heating “alue of all dry gas. purchaseasby Paciflc
nghtlng under long term contracts from .alll. proceSSLng

plants in the Los Angeles Basin, Thxs néw firice formul&
shall be effective July 1, 198%. ‘

In agreeing to an effective date of July 5 1981 the Commiéblon
does not waive its position that undev £heé" 1967 Agreement -
the new price formula should be effective xetroactlvely

to ninety days after February 20, 3980 _Ths_Commission ,

may pursue whatever rights. lt‘may have agannsr the City:
regarding the retroactive apﬁllcation of the new price

formula, and the fact that this agreement provides for |

an effective date of July 1, 1981, shkall not be used.dgaxnst

the Commission in any -o0f those pursu;ts. )




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

DATED ‘ e - CITY OF LONG BEACH,. .
S a. munlcxpai corpon»gloh

By . ... ,
City Manager

STATE oF CﬁElFORNIA
STATE LANDS COMMISSION:

By [ .o
- Executiye OFfficer






