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Foreword 

This is mother in Q series of discussion wpers on energy-related i s s m s  prepared by t k  
Planning Division of the City. of Huntington Reach. Huntington Reach is a center for many 
energy-relded activities including onshore md offshore oil production, an 
electricity-generating power plant, and increasingly, solar m d  conservation technologies, The 
purpose of these reports is to  help the City to accommodate the continted production of so 
vital a resource as energy while at the same time mitigating as much as possible any adverse 
irnpocts on the community ttwt such activities might incur. Other reports in this series 
include the following: 

8 1 Preserving Surface Access to Underground Oil Reserves in Developed 
Arem 

# 3 Oil Spill Contingency Plonning in Huntington Beoch 
4 Enhanced 0 it Recovery Technology 

// 5 Solar and Conservation Policies at the Local Level 

This pubtication was prepared with financial assistance from the U.S. Office of Coastal Zone 
Mmagement, National Oean ic  and Atmospheric Administration, under the provisf ms of the 
Federa! Coostal Zone Management Act of 1 972, as omendd, and from the California Coastal 
Commission under the provisions of the Coastal Act of 1976. 



Definitions 

This report necessarily discusses some technical aspecfs of the oil industry and of fiscal 
impact analysis. Consequently, some terms are used which may not be familiar to  the reader. 
The following definitions section was prepared to help dmify the rneuning of same of t k s e  
terms. To ease reference, all words defined in this section are italicized the f i r s t  time t k y  
appear in the report's text. 

Enhanced Recovery: Any production method which is used to recover more oil f rom a 
petroleum reservoir than could be obtained by natural reserwir energy or sfrnple punping.  
Includes water fl&, steam f l m d  and other techniques invotvfng injection of fluids into the 
reservoir to recover additional oil. 

Expenditures: Monies spent by the City to provide goods and services to the Ecrndowners, 
residents, workers and visitors of the C i t y .  

Fiscal Imp~cts: In tthi.9 report refers to revenues received and expenditures incurred by the 
City as a rssul t of particulm t and uses or activities occurring in Hunting ton Reach. 

Net  Revenues: The revenues remaining and available to the City after total expenditures me 
subtracted from total revenues. 

Opportunfty Cost: Costs as~ociated with choosing one opt ton over other ones when that chofce 
precludes the a1 ternatives. By making that choice, benefits that might have resut ted from the 
precluded alternatives are lost. 

Primmy ProductSon: Oil &iven up through wells by natural pressure in the formation or by 
plrnping units, without injecting w a t e ~  or other fluids t o  help force the oil to the surface. 

Recycling: In this context, refers to the redevelopment of  the surface area of m ofl field for 
uses such as housing or corn rnerce. 

Revenues: The monies or income the C i t y  receives; .murces include taxes, fees, rents m d  
franchises. 

Scenarios: Ih this report, refers to a set of events or conditions possible in the futwe; a future 
possibility. 

Unitiratim: The process of  forming a "unitrr; a unit is an entity composed of  several oil 
operators: which work a common oil pool in order to share equipment mid mineral interests to  
produce the reservoir as a single party. When the fnterests in the pool are frogrnented, units 
are essential for the use of most enhanced recovery methods which e m  best be applied on a 
coordinated, non-corn pet itive basis. 

Waterflood: An enhanced recovery progFam through which water is infected into a rese~vofr in 
order t o  force more oil from the pores in the rock. 

Water Injectim: Another term for lgwaterfloodl.  



Introduction 

Numerous energy -related f aci! !ties occupy 
significant land area in the City of 
Huntington Beach, especially in and near 
the coastal zone. These facilities include 
onshore and offshore oil production 
operations, a tanker unloading terminal, a 
power plant, pipelines, and electricity and 
natural gas distribution systems. A11 of  
these have f iscal  impacts on the City.  

In this report, fiscal Smpacts refer to t k  
revenues the City receives and t k  
expenditures it incurs as a resuIt of 
particular land uses. Revenues are the 
funds generated for the City through 
various taxes and fees (for example, 
property taxes, production taxes and 
license fees) paid 'by the owners and users 
of Sand in the  City. Expenditures are the 
monies spent by the C i t y  to provide 
services for these land uses ( f o r  examp]?, 
fire and police protection). 

The principal purpose of  th i s  s tudy is  to 
est imate the Fiscal impacts of  
energy-related facilities and especially of  
oil production operations, The report 
fncuses on oil operations because they 
occupy a great deal of very valuable land 

in Huntington Reach, In oddition, the City 
fazes important r l t x i s i o n s  regording land 
use as the oil in the field continues to be 
depleted and pressure increases to abandon 
parts of the field and to redevelop t h e  
surfme. Fiscal impacts arc important 
factors in determining the best use of the 
land and the City's policy toward continued 
oil operations. 

The City's other major energy 
facilities-the power plant and marine 
terminal-are, practically speaking, 
permanent facilities which wil l continue to 
serve regional and state interests, City 
actions me mt likely to significantly 
encourage or discourage cont i nved 
operations of these facilities. Thus, they 
do nat present significant land use options 
to the City at this time. 

This study has h e n  carried wt in 
conjunction with tk development of a 
City-wide computer model which assesses 
the fiscal impacts of various land uses. 
While the City-wide model may be useful 
for onolyzing most activities, it does mt 
take into occount certain peculiarities of 
oil operat ions. 



For example, oil revenues are more closely 
related t o  'tlw amount of oil produced by 
the wells than the acreage they occupy. 
The City-wide model, however, is largely 
based on deveIoped acres, aml generally 
does not relate changing revenues to  
changing production levels. Thus, a better 
way of  computing the impacts of  oil 
operations has been developed as par t  o f  
this study. (See Appendix A). 

The f allowinq section discusses the  
revenues and expenditures related ta oil 
operations in Huntington Beach for f iscal  
yew 1 979 -80. 

Section 3.0 projects the fiscat impacts of 
continuing oil operations through 1990 
under four dif 'Ferent ~cenurim. Special 
attent ion is  given to the Townlot/ 
Downtown and Garfield/ Geldenwest areas 
where the status of oil operations i s  likely 
t o  change. 

Finalt y ,  Section 4.0 discusses issues besides 
fiscal impacts which are also important for 
making decisions about land uses in t h e  
City.  



2.0 Current City Revenues and Expenditures 

Related to Oil Operations in Huntington Beach 

Table 2.1 summarizes the revenues md 1979-80. Oil activities generated net 
expenditures attributable to oil prodwction revenues (revenues exceeded costs) of 
in Huntington Beach for fiscal yeor approximately $800,000 for the year, 

1 Revenues I Property Taxes 

TABLE 2.1 

City Revenues ond Expenditures Related to Oil Operations 
for Fiscal Yeur F979-F30 

1 O i l  Production and / Business License F m  
Royal ties and Easements 

I Inspection Fees 
Wastewater Permits 
Drilingmedrilling 
Perrni t s  

Pigeli ne Franchises 1 TOTAL REVENUES 

overnment and 
Adm inis trot i on 

Public Works 
Police Department 

Direct P y Assignable 
Not Directly Assignable 

Fire Department 
Directly Assignable 
Oil Inspetor 
Special Equipment 
and Personnel 

Not Directly Assignable 

TOTAL EXPENOITWRES $ 870,993 ; 

/ I 
$1,672,477 (Total Revenues) - $870,933 (Total Expenditures) = +$80 1,484 (Net ~cvenue). I 

I 

I1 I( Refer to Sectim 2.2 and 2.3 for discvstion and calculation of these figures. 
1 



The following sections explain how these 
expenditures and revenues were estimated. 

Local governments provide a wide range of  
vital  public goods and services. In  1979-80, 
for example, the C i t y  of Huntington Beach 
spent over $30 million to provide 
bt~sinesses, industry, residents and visitors 
of Huntington Reach with fire and police 
pretectim, streets, sewers, garbage 
disposal, animal controI, buiIding 
inspections, consumer protection, and 
many other important services. This 
section discusses the City's expenditures 
related to  oil operations. 

Directly Assiqnabl e Expendi lures: A k e y  
problem in th is  kind of fiscal analysis is 
determining what portion o f  the total City 
budget should be at t r ibuted to different 
land uses. In only a few cases is it 
relatively easy t o  measure t he  amount of  
public services provided directly to certain 
kinds of land uses. The principal examples 
of these directly assignable costs are those 
related tn police and fire calls. The City 
keeps records of the number of such calls 
and also notes, among other data, the land 
uses located on the site of each call. We 
then assume that  the proportion of calls 
generated by each land use category is a 
reasonable estimate of the proportion of 
the City's m s t s  i n  responding t o  all calls 
tha t  should be attributed to each land use 
t me* 

Tabla 2.2 shows the diskribution of  Fire 
Department calls by land use type. Tl 
indicates that only .6 percent of all calls 
were related 'to oil operations. The total  
Ci ty  expenditures on the bcldget items 
ref ated to  Fire Department emergency 
calls were $4,718,248 in 1979. Those items 
are F i re  Control  laccount number 302)* 
and Medical Aid Paramedic (304). 
Considering the discussion above, oil uses 
then should be assigned -6 percent of  the 
total, ar $28,309. 

TABLE 2.2 

assistance, and 
non-emergencylmedical incidents. 

a particut ar l and use. 
! 

Source: CIty o f  Huntington Reach Fire 
Department and Planning Staff. 

* Paranthesis indicates the  account 
numbers in the City budget for these 
i terns. 



Table 2.3 shows the distributim af Police 
Department calls among land uses in t he  
City. Note that ail operations are not 
broken out into a separate category; they 
are  imluded in thrr "industrial" qroup. AIE 
industries accounted for only .2 percent o f  
police calls. Because there are other 
industries in Hunting ton Beadh besides oil, 
tk share of  the expense o f  these services 
at t r ibuted to oil facilities must be some 
fraction o f  .2 percent. For the purposes of 
this analysis, however, the fulI  .2 percent 
is assigned to  nil activities to ensure that  
their share is not underestimated. 

TAB LE 2.3 

W o f  Calls % of Total , 

Streets & Highways 29,386 
I 

Residential 

City Parks 
I 

The following budget items were 
considered related to the costs of 
responding to criminal activity: Crime 
Analysis 13301, Vice and Organizd Crime 
(333 ,  Investigative (329E, Scientific 
Investigation (33 P E, Patrol C332), Traffic 
1335) a d  Aero (337). The City expend4 
$7,!90,105 to  provide these services in 
1979-80, Oil's share, .2 percent of the 
total, is $14,360. 

A very large proportion of fire a d  police 
calls are included under "streets and 
highways," "rnisce l l aneous" or "umssignecl" 
categories. Expenditures in these 
categories cannot be ossigned to specific 
land uses dirmtly. This is true for most 
other City expenditures as well, These will 
be discussed ogain below. 

Another grow of City expenditures which 
can be reasonably assumed to be directly 
related to oil operations m e  the msts of 
the City's oil inspection and regulation 
mtivities. The City Oil Inspector, who 
works tn the Fire Department, enforces the 
City Oil Cde, inspects every well 
annually, responds to oil-related 
emergencies ord perfotms other duties 
related to oil operations. The Fire 
Department estimates t h d  oil inspection 
costs (including inspector's salary and 
overtime, benefits, car, uniforms and 
office support) were approximately $45,800 
in 1979-80. 

Finally, because there is a potential 
petroleum fire hazard associated with the 
oil production facilities, pipelines and tmk 
farms in Huntington Reach, the Fire 
Department has on engine company thot is 
specially train& and equipped to handle oil 
fires. If not for i ts  oil field responsibility, 
the Fire Department wwld not mainfain 
this mrnpmy. Therefore, the cost of this 
protection, estimated at $210,0a3 for 
1 979-80, is added to City expenditures on 
oil activities.' 



Not Directly Assigrmble Expenditures: 
Nost expenditures cannot be directly 
assigned to porticulur land uses, Many of 
these represent tbe City's 'bverhead" or 
the cost of havinq services available, 
should they be needed. Economist George 
Patterson hejps clarify this point: 

". , .the basic purpose of a f ire 
department is protection, which Is 
available to all whether or not they 
actually hove a fire. It i s  not logical 
to assume that a fire deportment is 
paid only when i t  is fightinq o f  ire^^^ 

Thus, while expenditures on fighting fires 
can be reasonably attributed to different 
users, the msts of hwing the equipment 
and personnel ready to fight any fire m e  
not, but are borne by all members of the 
community. 

The City has developed an expenditure 
model as part of the preparation of this 
report for estimating the "fair share" of 
these costs that can be reasonably 
attributed to different kinds of land uses. 
A detailed discussion of this model and of 
alternatives that were examined by the 
City for this study is included in Appendix 
A. A brief summary of the m d e l  and i t s  
ac~urnptions follows: 

The model takes into cxcount several 
factors in assigning; the appropriate share 
of City expenditures to different land uses, 
including the amount of acreqe in the 
City each land use type occupies and the 
intensity of use on that acreage (that is, 
the number of residences, husi nesses or oil 
facilities per acre). The assumption 
utilized in the model is thot more 
intensi vet y developed areas tend to require 
more services (and, thus, more 
expenditures) per acre then less densely 
developed areas, Phis approach, col led the 
"Weighted Averqe  Modelv estimates that 
olE operations can accounl for a b u t  2.7 
percent of the City's budget (for items 
which cannot he directly traced to specific 
land uses). S e e  Tahle 2.4. 

TABLE 2.4 

Distribution of Costs 1 1  

Using Weighted Average Mdel ! I* 

I  

% of Total ;! 
Expenditures I 

% of Acreage Assigned by 1~ 

in City Model 

Residential 65% 
I' 

87.3% I 1  

Commercial 9% 5.2% 

17% Vacant - 2.9% ii 

In 3 979-80, expenditures on budget items 
which cannot be directly traced to specific 
! a d  uses totaled $24,982,308.* Oif's share 
of this, 2.3 percent, quols  $572,523. 
Table 2.5 l ists all the budget items 
included in this analysis. 

2.21 Revenues 

Oil operat ions generate significant 
revenues for the City from a number of 
sources, including the  following: 

* Library, Parks R Recreation, and 
Harbors and Reaches ore not i ~ l u d e d  
in the analysis because these three 
groups of services are attributed 
primarily to residential uses m d  arc 
not consider& in the m6~ la t ions  of 
expenditures attrihutahle to oll 
operat ions. Water D ~ p a r  trn en t 
expenditures and revenues from water 
sales are olso excluded, because oil 
activities consume relalively smal I 
quantities of water o d  the estfrnoted 
revenues are not important to this 
analysis. 



BUM;EP ITEnS FOR "UNASSIGNED" EXPENDUPES 

General Government 
and Adminlstratlon 

C i t y  Council 
Non-departmental 
Civic Promotions 
C i t y  acErn~nFs t r a t o r  
Internal A u d i t o r  
BuZget and Research 
Council Support 
? u b l l c  Information 
Economic Development 
Civil Defense 
Data Process Fng 
Purchasing 
C e n t r a l  Services 
Word Process ins 
C3ashiez 
R.L st: Hanagemen t 
An~.mal  License 
C i t y  Attorney 
C i t y  Clerk 
Elec t ions  
Personnel 
?'iflance 
Accounting 
Business License  

(230) Development Services Adm. 
(2313 Current Planning 
( 2 3 2 j Advance P l  anni rig 
( 2 3 3 )  Land Use 
( 2 3 4 )  P l a n  Reveiw 

P u b i l c  Works 

(410) Administration 
( 4 2 2 )  S u r v e y i n g  
14 15) T r a f f i c  Znqineering 
(4  20) U i n t e n a n c p  Adminiatratian 
( A  3 0 )  YechanicaX Ma i n t c n n n c e  
( a 6 2 )  veh i c l e  Repalr 
(560) Sewer Yaifitenanca 
( 5 6 1 )  ( 5 3 L j  Scwor Pump Station 
14 3 1 )  Mechanical Fabric* tion 
( 4 3 3 )  Foo l  C a r  Yaintenanca 
/ 4 53) S p e c i a l  Repairs 
t 4  50 r 
4 6 0 ,  
4 7 0 ,  
480 ,  B u i l d i n g  Maintenance 
4 8 2 ,  
4 8 7 ,  
dP9,  
d Q 0 )  

Police Department * 

Administration 
Genera 1 Support 
Personnel 
P u b l i c  .Rf f a i r s  
Records 
T r a i n i n q  
Research  
Communication 

F i r e  Departme% * 

(300) Administration 
(301) F;re Prevention 
1 3 0 4 )  Joznt Power5 
(4P5) Fire S t a t i o n  

Summary fox 1979-80 
G n a s  g i a n e d  Expend 1 kures I -  - 
General Government $8,840,880 
Public Wgrks S,P09,762 
Police 6,  %Q,9RQ 
Fire 3 , W , R M  

~ o t a l  524,P92,3M 

TABLE 2.5 

huntinaton Y beach planning division 



I )  prapwty taxes (incll~ding tax  on s w t f a c ~  
arms, mineral rights and improvements), 2) 
husi ness license and oil production license 
fees, 3) inspection f e s ,  4) pipelinn 
franchises, 5 )  wastewater permit fees, 6) 
driIling/redrilling permit fees ond 7 )  
royalties and easernmtsm3 

Propefly Tox: The City's p r o p ~ r f y  tax 
rF?venws are primar ity dependent on three 
key vmiobles, 1 )  tlse assessment or 
valuotim of property in  the City, 2) the 
tax rate applied to those valcrcltions w 
assessments, and 31 the percentage of the 
total property taxes collected in 
I-luntington Beach which octcrally go to the 
City. 

Propositim 13 "roIld-bock" property 
valuations to I975 leve!s and limits 
re-assessm ent to two percent per year. 
However, if a property is sold. it i s  
re-assessed at that time o t  i t s  selling 
price. Generally, hecause of the two 
percent annual limit, volvations rb not 
keep pace with inffation. T k  frequency at 
which properties "turn-over" (are sold), and 
thus are re-assessed, greatly affmts how 
closely the o v s r ~ l l  valuatim for properties 
can keep pace with inflatiwn.'f 

Proposition 13 generally I i rn i ts  property 
tax rates t o  one percent of morket value. 
Voters in any tcrx rote arm can approve 
additional taxes beyond this bose rate. 
Table 2.6 below shows the distribution of 
oil holdings among tax rate areas, the rates 
for each area and the tax collected by the 
county. 

Mmy jurisdictions other thm the City 
(such as the school districts) ore also 
fund& by property taxes. Thus, only a 
frac'tion of the total property taxes 
co l lec td  in  Huntington Beach actually go 
to t k  City. The share of the property 
taxes which went to the City was 20.7 
percent in 1 979-80. 

The most difficujt problem in estimating 
t k  City's property tax revenues related to 
oi l  is determining how much surface a rm 

of an oil f ield or oil parcel i s  considered in 
use for oil production, and how much cnvlcf 
reasonably be considered vclcont and 
available for othct uses. In many cases, a 
parcel is so rlcnselv populclt~d wit11 wells 
and tclnks that the entire mea can k 
considered oil production land. In other 
instances, however, open spnces between 
wells are large ena~qb to permit 
development of other uses. Far example, 
it would he unreosonohle to think of a 
ten-acre porcel with three oil wells on i t  as 
devoted entirely t o  oil. Vacant portions of 
swch a parcel could be developed for other 
vses. This has happened i n  areos 
thrwghowt the City. 

In order to occvrately estimate t he  surface 
area of the City used for oil activities, the 
characteristics of the oil fields and porcels 
En the  City were nnolyzed to determine i f  
the land around the wells and trlnks co~~ ld  
he develowd for other uses. Those meos 
which could he considered mailable for 
other vses were counted as vacant land. 
The rernainivg ~ r t i o n s  of oil fields md 
porcels were counted as oil areas. Through 
this process, stuf f  estimated that ohout 
$72 ocres ore clctually used for oil 
production in Huntington Reach. The 
estimated assessed value of t"ls surfoce 
area For 1979-80 is  $4,W 1,666 (See TahPe 
2.6). 

Resides the  surface land, property taxes 
m e  also assessed on mineral right5, secured 
improvements, and msecured 
improvements. The assessments on each of 
these in 1979-80 were the following: 
$23,785,080 for mi nerd riclhts; $9 227,48rl 
for secured improvemmts; and $70 !,I 1.0 
for unsecured improvements. 

The Ci ty  receives a 20.7 percent share of 
the total property taxes an oiI operations 
in  Huntington Beach collected by the 
County, which amounted to $382,068 for 
1979-80.5 

Rwsiness License and Oil Production 
oil production fee i s  o 

fpe chargelri for mch borrel of oil 
produced. It is linked t o  the 



Assessed Value of Oil Properties in Huntington Beach, 1979-80 

Tax Rate Mineral Secured Unsecured Tax Tax 
Area Land * Rights 3rnpsovements Imprevements Total Rate Coilec ted 

Totals 4,901,666 23,788,080 9,227,400 701,160 30,618,386 

+ Land surface was distributed among tax sate areas in  the same proportions as mineral 
rights. 

I Source: Orange County Assessor's Office. 

- Y 
TABLE 2.6 



consumer price index, and, thus, increases 
as the cost of living rises. The oil 
production license fee rates for 1979-80 
were I 1.05~/barrel for "non-stripper" wells 
(wells that produce more than ten barrels 
per day) and 8.84~1barrel for "stripper" 
wells (wells that produce less than 10 
barrels per day). Each oil operator also 
pays an annual $100 business license fee 
per well. 

The oil production fee is paid quarterly, 
and the operator may deduct up to $25 per 
quarter as reimbursement for the license 
fee. In other words, the first $25 of the 
quarterly oil production fee is paid in 
advance, in the form of a business license 
fee. The total revenue collected from this 
source was $1,076,996 for 1 979-80.~ 

Oil Well Inspection Fee: Each oil well is 
inspected annually for compliance with the 
Huntington Beach Oil Code. The oil 
inspector must approve each well before a 
business license i s  issued. There is a $50 
inspection fee per well. Total revenue 
from oil well inspections was $73,000 for 
1 979-80. 

Wastewater Permits: Every well that uses 
the City's wastewater system must pay an 
annual $30 wastewater fee. There are 322 
wells using the system. Total revenues 
were $9,660 for 1 979-80.7 

Drilling/Redrilling Permits: In order to  
drill or redrill an oil well, an operator must 
secure a permit from the oil inspector. 
There is a $500 fee for each permit 
approved. In 1979-80, 13 drilling/redrilling 
permits were issued, generating a revenue 
of $6,500.8 

Pipeline Franchises: 0 il companies that 
have pipelines in Huntington Beach pay 
franchise taxes whose rates are established 
by contracts with the City. The term of 
the contracts vary from franchise to 
franchise. Revenues from this source were 
$4,253 for 1 979-80 for pipelines directly 
related to oil production in Huntington 
Beach.9 

(Some pipelines are not related to oil 
production here - that is, even i f  there 
were no oil production in  Huntington Reach 
these pipelines would continue to be used. 
They are used for transporting crude oil 
delivered by tanker or for carrying gas or 
refined products.) 

Royalties and Easements: As a result of 
legislation in the 1930's, the City receives 
royalty payments from the sale of oi l  
produced on offshore lease Public 
Resources Code 392. The royalty is 
approximately .25 percent of those sales, 
and therefore, contingent on oil prices and 
the amount produced - two variables that 
are very difficult to gredict. In 1979-80, 

the cil+J received 120,000 from this 
source. 

2.3 Conclusion 

The analysis for 1979-80 indicates that oil 
production contributes significant revenues 
to the City, totaling approximately $1.67 
mil li on. Approximately two-thirds of these 
revenues come from the oil production fee 
(per barrel) which is tied directly to 
production. This fee also increases 
annually with an index of the inflation 
rate; thus, this revenue source can keep 
pace to a significant degree with rising 
expenditure levels. 

The estimated City expenditures related to 
oil production for 1 979-80 were 
approximately $.87 mil lion. Three 
departments--fire, police and public 
works--account for about two-thirds of 
these; expenditures by a1 I other 
departments combined for the remaining 
one third of the total. 

Clearly, oil production activities currently 
generate net revenues to the City. The 
next section analyzes how this fiscal 
situation might change in the future, 
considering variables such as changing 
production levels, inflation, and pressures 
to redevelop the oil fields to new uses. 







using the City-wide Fiscal Impact Model 
and the City's General Plan, which helps 
define the future growth pattern and mix 
of uses in the City. These total annual 
expenditure estimates were used to 
calculate oil's share of City expenditures 
which are not directly assignable. 

A ten ercent inflation rate is also 
assumed. PI 
In summary, the following assumptions 
have been made for the analysis in  Sections 
3.2 - 3.5: 
- Proposition 13 controls on tax rates and 

property assessments will apply. 

- The City's share of the property tax 
will remain 20.7 percent. 

- Rates on drilling permits and other fees 
will not change. 

- Total City expenditures are estimated 
using the City-wide Fiscal Model and 
the General Plan. 

- Level of City services stays constant. 

- Inflation will average ten percent per 
year. 

3.3 Analysis of Scenarios 

In all of the following scenarios, 
expenditures are calculated two ways. The 
first method uses the "Weighted Average 
Model" developed in  Appendix A because it 
is probably the most accurate and 
reasonable of the available models for 
calculating oil-related expenditures. 
Expenditures are also predicted based on 
the City-wide Model because it is the 
technique used in  many previous analyses 
and it gives the highest cost estimates of 
all the models analyzed in  Appendix A. 
Both models were used to plot expenditure 
curves in all of the figures in  this section; 
thus, each figure shows two expenditure 
lines. Perhaps the best way to interpret 
these graphs is to view the 

Weighted Average Model's expenditure line 
as our best estimate of what City 
expenditures will actually be, and the 
City-wide Model's expenditure line as an 
estimate of the probable maximum or 
upper l imit of actual expenditures. 

Scenario I - Oil Revenues nnd -. . - 
Expenditures, 1 980- 1 990: Oil Operations 
Remain Relatively Unchanaed. 

In this scenario, the current number of 
wells (1460) remains through 1990. The 
area devoted to oil stays at 472 acres and 
overall production is constant. 

Revenues derived from the oil production 
fees and royalties rise 10 percent per year 
which is the assumed inflation rate. 
Property tax revenues rise at only two 
percent per year due to Proposition 13 
limitations. All other revenues remain the 
same, assuming that the same number of 
permits is issued each year, and that fee 
rates do not change. Overall, revenues 
increase, but not as fast as expenditures. 

Figure 3. l a  shows oil revenues and 
expenditures for 1 980-90. Under Scenario 
I, oil operations are a net revenue 
generator for the City under the assumed 
conditions primarily because the oil 
production fee, which makes up two-thirds 
of the revenue, i s  tied to the Consumer 
Price Index; therefore, this portion of the 
revenues keeps pace with inflation. 

Figure 3.lb shows the same scenario in 
"constant (1979) dollars," that is, the 
revenues and expenditures are adjusted for 
inflation. This figure shows more clearly 
that net revenues (reflected in  the distance 
between the revenue line and the 
expenditure lines) decrease over time. 
This is because one-third of the revenues 
generated by oil are not indexed to the 
inflation rate. In other words, total 
revenues simply do not keep up with 
inflation. Despite this decline, oil 
operations would continue to contribute 
net revenues throughout the decade. 









































APPENDIX B 

Revenues From Other Enerav Facilities 

Although this report focuses on oil operations, there are other energy facilities in  the 
City and coastal zone. These include a Gulf Oil Company tank farm and affiliated 
pipeline franchises; a Chevron USA tank farm; a Southern California Edison Company 
power plant, tank farm and pipeline and uti l i ty franchises; and other pipeline and 
ut i l i ty franchises. These facilities are likely to  remain in  Huntington Beach for some 
time. 

Because of their permanent nature, a fiscal analysis of these operations is much less 
relevant than a similar analysis of the "less permanent" oil operations. It is 
important to note, however, that the City derives significant revenues from these 
facilities. These revenues figures are presented below. 

The revenues for 1979-80 are as follows. 

Gulf Tmk Farm: 

Property Tax 
Pipeline Franchise 
TOTAL 

Chevron Tcnk Farm: 

Property Tax 
TOTAL 

Edison Plant and Tank Farm: 

Property Tax 
Pipeline Franchise 
Ut i l i ty  Franchise 
TOTAL 

Southern California Gas: 

Ut i l i ty  Franchise 
TOTAL 

Other Pioeline Franchises: 

Pacific Lighting 
Standard Gas 
TOTAL 

Total revenues to the City from these facilities is  $1,126,064 for 1 979-80. 

Pipeline and ut i l i ty franchise tax rates are set by contracts between the Ci ty  and the 
various companies. The major factors that affect pipeline rates are size and length of 
pipe, and the yearly flow through the pipe. Ut i l i ty  rates are based on gross sales of the 
product carried by the franchise (e.g. gas, electricity). 
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