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SIXTH MODi:'FICATl:'bN OF THE 1980-81 PLAN OF' ·DEVELOPMENT 
~ND QP·~RATION$ :Afi]}: JmQ,GET ~ ·L.QNG BEACH uw::t·, 
WI.LMINGTON O~L FIELD, iLOS .j\NGELES COUNTY 

During col)sider~tion .,of Calen4i~r I~em 45 at~~ched, 
Mr. W ~ M. Th.;>rilpson,, 9.hie~;. ·tong Beac~ Operations, showed 
·sli~es· of the types of dri~l~·lflg· ~i,gs currently being used 
on the Lp~g. ~¢~ch oil: lslands, ·~mer l)e ·expl'~ined the type 
of rig.~.· prQposed·· tq be .f;:"Jf.~ha~ed· which ~~ the: subject 
of ·tQi~· :C~le~da:;: ·~~eiiJ. ·Mt.. 1'.hq!fipso~ .sta't~~ the :ma:i!n: 
purp9se in. purci)aSijlg ·.~'1!3 rigs. is to C9".iipue ~he stibzon~ 
d~velopme:nt fqr whi¢h 200. to' soo· more weiis are to be 
di'Jll~d. He ~pla;ned. th~t \l~iess :a ~er.ta.in nl.;lmber· or 
r:i,gs !tr~ .used., the gt.:tll'i]lg time .w9uld. ·b~e exte11d~d. far 
into th~ ~\l~lir~~ A aj~:jb?; ·b.enef.it t-p purcha·s:i,,:ig, th~· :rtg~ 
as Opt59Se~i: to U!?ipg, contrac~ rig~ is tltat the payout Ori 
the rigs ·will b~ ·approxiriJatel:y. thre~ ye~rs. · 

C9mmi:ssio·h-Altern~te Susanne Mcn:gan ask~d· various 
quest:io'f\s. regarding t11~ economics of pur,chasing the rigs. 
Mr. Cory wa~ wi1ling to appr9v~ the purchas¢~ but because 
Ms. Mi;>rgap. h.ad some ·conc~tjls ,. he sugges'ted ·t;:h~t t.he 
Commi~~:f~9n approve 17he reco~rite1'dati91' as pr~~ent"ed· subject 
to the ·staff ~ubmifti~g to ~he Com~isi~o~e~s. Qb the 
followipg 9ay a dE!tai.ied ·cost ~~~lysis ju~ tifying the· 
pm.·chase. ~£ t:Jlis ~pa1ysis satisfieci the Com~i~s~ioners' 
,concern~, tbE!ir a.ppro:val at thi's. .mee~ing would be upheld. 
t-fr • ·Northrop, however, wanted r.o make sure that the 
Commissio~' s ~ohfirriling ~pproval of the st:aff'·s analysis 
was in writing s9 th~re wotild not be any conf4sion in 
the apprqval of the purcqase of the rigs. The Commission, 
th~re;ore, approved the staff's recommend~tion as 
presented by a vote .of 2-0 subject to Cpmmissioners Cor}·' s 
?nd Morgan's wri.titen con~irmation of the· staff Is detailed 
analysis dated December 17. 1;.980 (see Exhibit "A" attached 
for wrttten confirmatio~). 
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FJCHIBIT "A'" 

M,, m,o:.r '~1Pn.~ u:rra 
.,.0 , t-ts. ·sos.ANNE MORGAN 

comm:i.so ioni..Altern'ate· 
State Lands,. cori!Disaion 
se~i~ Capito.1, ·Room ... 1145 
sacramen~q, California 95814 

Date , Decembe,~ 17·, 19 80 

Fiio No.1 

From ~ UICUTIVi OFACI 
1aW 1~tf.· ~~ ~~ Nllel 

Enclosed are speci fii~ details as to the ·payout of the .purchase of 
~9 d~i#ling r$gs 9~1~~~4. in C~lendar ~t.em 45 at the ne~~e;i; l~ • 
19~0, St;at~· J,.aju.\e; ·C.op~is~~o~ ~eting. ?=bis i.s in r~~ponse tq your 
ref· qµh~si; ;o~ a~d~~i~~i ;~o~tiQn s~. ~~-to su~tai~·yo~~ ~pp+ovai 
o :t;. s· b~~et a"qgmiantati9tl at that meeti~g. 

Wl1..en tl\~ Long: ~ea~.gtt U~it uses a d~illirig rig, either ~6n1;~a~t qr 
l.1tlit_. Q~ed., ;or :cne d;-ill~n~. pf .niaw wel:l.s ari<l: the re.drilliri~. 
o.r workover gf ~Ji;isting wells, i.t f~nisnes t;he following it~a: 

Blpw-out prevention 0quipment; drilling, bi·ts ; 
scrap~rs; hol.e opepers ;· r~amer.s; stain+~ss ~teel 
dJ;"ill collar~; direCt·iOh~l survey 'toc;>l~ a~d 
servic;:e~.'; el~,ctr.ic logging· surve~s; ce~~nt;:f.n~ 
~ools a'Q.d s,elfyices; fisqing ·tool's ~nd services: . 
d'.tilling mµds and mud .services; completion ~l~ids; 
mud cleaners; and mud ·centr:tfuge~; gravel pacltihg· 
.and J.in¢r· washing t9ola and se~ ,ce~r; and moving 
~osts. bet'!~a~n well locations. 

Fpr the p~yout qalcui:atio.n of ·Unit owned vs. contract rig, the 
follQwi~g, ~~gi'ble :ll~ems are consiQ.ered: 

1. Labor Costs 

The labor costs are· comparable bet'Ween ooth types of rigs 
as ·~~e same nuu~er of men are used and wages are compdrable, 

2. Rig Fuel 

The Unit;-owried rigs are electric powered .whereas .the 
contract rigs are diesel engine powered. As part of the 
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-2- December 17, 1980 

,·~ontrae!t, the Unit· 'f1.irnishes the diesel fuel for the rental 
r!gs. . ~. ati;alys:ta <if c~rreq.t eri~rgy · cQsts esc~lrte4· t:~ 
J~iµ~r;Y 1982 lndicatJes a ,$3'60 per '4ay elect;r,'i.-: po.~e,; c9st 
fo~ '.Ut\it-O~li1~~ rigs 1 VS. a $845 p~t day ·diese:l .fuel cost 
for cpn~~~d: rig~ ... 

'&fig Ren~!_l 
The re'.9t;~i ~~st of' ~ c<?ntract ;-ig ~s for t~l. .:su~-~ase., 
dr~l:ling Jµaa t, ¢ud PUDJPS, sli~~r sc;;eens., mud· tanks , qr aw 
works , ·rot~ry tar»l~ ~ SWi vel , kel ~~ dr.i11 pip~; &id t4e 
mai~te~ance. ~~ this .rente~ eq\lipmeq.t.~ Th~ current r,ental. 
ra~e is $3:-, 70Q pet; day ·With en es¢tt.1;~tion "~.ased: on· the o:q. 
F-i'?lCi· Eq~ipfu~nt ·Wfiolt¥fi~i;~. -'P<ri:c(;l ':lrt:(!~lt: yoc:ie· 1~~·91~02 wnfch' 
ie cutt~.n1 :~y in~t;~lisi11g at 2~.8 :pe~f;eqt; ,per q~~i;~~r ! ·!\i}s~d 
on that escaiatioh, t~e·4~ily c9nb~a.ct rig·re~tai in 
.:fanu~ry ;l9a.2, ~ould °l'.e ~4, l~o. pet' ·d~r~ 

4. :Mai'l1t~nanrie"Cost ~. 'un~·~-~e~. ~g 

'J:'!l~ c.~ft~~ pper,~i~g· cqst_ ~xp~rie~~e'· o~ ~in~Ri~~t:ig t~e· 
comp~~~lf!· ·eq""1.pme?lt ·provi~~d ~n .tli~· r;g reJ;J-tal ·ror: the· 
s;x. llili,t•.~eq rigs. escalated to J'anuary 1982 is. $4.60 per q~y. 

fl 5. Movirig.-Costs 
~ 

A. s_pe9~fic piµ-t of the rig ~eEfisn c:if -Uni~~owned eq~ipnient 
i~ pprtab~lit)·. This· i~ i~ortant Qecause wi~n well 
16ct\ti:ons c,lc)se tpgether' six· ·f~et. -ap?-rt, a~d on a lim*te~ ' 
sU,rfac:e 4r~a, e~cJt ~ve ·f>eoteen· ·wei+s must be l!lade ~s r~pi'dly 
a~ pcia'si~le· to save ~o7;tey aJ!id ·to IVio~d· interfs;-~nce w,i th 
dth~r production 9per~tions at the. ~~e ·a't~;£1ce !ocatio~. 
Also, the sub-bas~ of the rig and the 11ssociat~d, :equ~pment 
sh,ould.cover as few well -~Qcation~· a~ pQssible as t~ey 
cann?t be serviced whi~e ~well is being·driltad. Tl,le 
contract.rigs cost $20,000 psr move compared to· $3,000 for 
~move of Unit-OM.1ed rigs. 

4s can,b,e see~ on th~ attached sheet, the payo4t for purchase of 
Unit-cwned' rigs is tqree years. 

The actual case ~~-penditure sch~duie for t~es~ augmented funds 
shows that the fol1owi11g percentages will bje s,pent during the 
next four quarters: 

First Quarter l~Si 
Sec9r1d' Quitrter 19.81 
Third 'Quai·ter 1981 
Fourth Quarter 1.981 

= 7% 
= 15% 
a 38% 
a 40% 

< ..... : 
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~~~e· ure 11~so s~~. 1.,nt~ngibles for which a dqllar .amp\mt {:~~ot 
~~ q<g~t'ified. ·which favor the ~it~-ciwned ~quipment. T~e· ~guitnnent 
~s, .. newer ancl. h~s less 1 doWn. time; being el;.ectlic power~ci ~hey are 
quiet~r and m6;"a· .;-eu;ap~~; t:h~re i's. re<}uc.eci air: ppll\itioh .With 
el~C~J:'.~q ,p~we~e,d· r~gs cc;>~ared· tu di~sel >fnginet· ·: ~!!h~Y. will not 
;nt~?;fe;~ '{'-~: ~ch. with ~itrf,~ce· ope;-~t~~~~ invol•.11~-, ~ oth~ 'well~; 
th~r~ ~ .~ ·~9,il:l~· _W4a!l . ~C?C?~ti~:m~ wh!Lc~. cannQ,t be 4.i~.U:_e,<l, us~n~ .·con- __ 
~ra~t;· e·juip}'t!.ent;; an4 th~re ~-s & p·9tent~al lo·ss 9£ ·in~ome ~r<>~ n.ew 
wells 1.'... the· conttact6r ·were to not renew the ·contract and move the 
rigs ol?-~ Qr had. l'iib9r iinioti p.~oo~em~(. Th~. pro,sp.ec!~ .of l\1s:lng . 
a contr~u;:t rlg_ ts r~~~ ·gue· .tq .~he·_w<?rl~wide. d~and. for dl•i.-ii~ng 
i:igs. The ~<?mesttc u~e e:>~ r~.8t;t ~~· at an a.1~~-t~e high·. There · 
~s _,a .~urrefit :o~!i.vety ~l~~- ·for ·~~'.£:-~ ·~qpip~ent· BU.t ·ft"~oti,~~, !?.~ 
·~tenqed. by a yet$r ilf the d(?c~~;o~ is O.elayed ~t an; esca;~at~oµ 
cost ·of 1:. 5%. p~r · 1\rion,~h.. · · 

cc;: ~on~ K¢rµi~tl).. Cory: 
David Ac\eerman 

Co~fi:ctnation of approyai of. Caie~gar Iteµi 45, ;Deqember 16, t9SO., 
State l,.and~ Conmissi¢>n-'ineeting! 
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Ri~ ,rantill ,,vd f:1~1 
Rfg ·r.~V~S' 

.. ?u•1s,.,,..-\ ."\ '-'-,1 • 1.:-..-. 
IHU1'1~1;.._1 ul'1 hiii'j l\•~.i 

Rig !:iov~s 
:~a.i n-ter,~nc~ .-dr.i l1 ing too is . 

.pig-O Drilling· ine. 
·ve~rly cper~:tirig .cnsts 

THU~·~S~O Ori·iiins Rigs 
Yearly 9per~ting tost~ 

Cost of rig Jur.u3r.;1 1982 
t\nnu;? 1 savings ('Tl!U:·5CO 

rig)· 

Oi ffC1.rcnce 

'' ,'\" .,,, 
'.,,, 
2 <:)!.• 2' 

$'2~137,659.00 

s 340,910.00 
'l ~q~· J"iJ' o•i ;). , /.,. 0, •I,', V 
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T"': t·;. :-t.. l'ho:r.p~·on 
~:\\J.:: .; V! lJ 

"'1\:n f":""cC'\S ror T.; ilOd "'.-.~.· 'J • ...,, • • 'f.. -

ihe :'IV~raga rov~ par' r~9 is· e\·cry 30 ~J.Y!· 
01~ i2' p~r y~,'lr wi·th l'.ln ~v~.rJ~N ~os~ cd 
S3, ~.;o p~r rto\·2, or $1 oo p~,r clay 

·usin1. the· ,1u:tN.ion:i1 sarv1'c~s l'll!?ntfoned 
abc1.:~ and based on 3Q day ii::lves ~ qii.:·"' ' 
u•·~i·;:iga r:c·:e ccsts Sl~.930.uQ, or SE£S 
?tr di!y, 

l\ccrµqd 1Aqv~ ·C:)st:> for cµntr4·~~or using 
Jam1il ;y l!lSZ: Cus t = SB3i x 3t:-5 cays 

:k~rl,l~d, r:ove costs. for iWJl·~CO, dri Hing 
rigs 1.:s'ing January 1982: Cost = $115 ;c3o5 days 

-

'\ ... -.•.: ,,.., d~.:J 
•·r1··M~1. • ..,,r· 1~~n 
·~---··~.,..~ ~-

G!%.Cil 
.... ----------;:, 765.0Q 

Df·fference 

CA&.UNDAR PAQI 

MIHUT~ PAar 

s ns.oo 

s 41.,.97s •. oo 
$. 279~590.00· 

·:·;-t'•,, It' •,, ... F 



• 

.e 

CALENDAR ITEM· 

4·o 
A~.FROVAL .OF. fttiE ~I~tH M9J?.IFICA'J;,ION oF· .THE 

1980-1981 'PtA~ OF DEVELOPMENT.AND OPERATIONS 
AND. BUDGJ!:T, LO?~c{ BEACH 1.JN:,:T, ·WILMINGTQN OIL FIE.LP 

1Z/80 
Thompson 

The Sixth Modificati:on of tbe 19'tl0•1981, P1an and· Budg~~, 
Lorig)felich unit'· pr9v:id~s: ·for pu~;mend.ng the· Bud.get by 
$1~ ;0~4·,P00' .anp: m9d~t;ying· the Pla~ ~n or~er ~o authori:ze 
~~~ .Pl,lr¢J:i~.&~ 0£· two, portabi~. 4;iJ~p:n,g,~ ,.:-ig~··· The· .~;ffe~ted. . 
·Budge~ l'te.rris ~r·e PART III, A .• 2.·ft: (~) .Fielg Etit~ment, Di;:q11ing 
Equipment., itncteaf?~d by $f0.~600,Q.00 a~ij tj:. A:RI ISTltATIV! 
OVERHEAD ·tncreaseg 'tl,y $l\24 ,,oop·. The new total: $ud\get for 
i 9SO"':-j.Y1f~, wou~c;l Le $16 7, 2·72; OQO •. 

':l'h~ :Gorn@is'si,9n;' s st;~ff ha~ r~commen~ed .th:i:s ·:!.ugtnenta~:i;on 
t~, :provide 'for the, .ptir~hase 'o~ twp ad\;li'!:.i<:>nal ~c;>rtable 
drl11:~r~g -r.fgs, J~it~ · ,Jelivery ih ~·ht;: first pa;-~ of. 1'982 ~. 
A~ thrit 'tim~ adqitional d!~l~l~g·. location,s: wl.11 be ~ompl~!~ed 
at 'three o~ th~ f-Out island, drfll sites. Th~se rigs wi~,~ 
be a-imilar to th~ t~·l<? other porr;abi~ rigs. approv~d by th~· 
Co.mmission and ·now in s'~ryice ~- The purchas~ of an9tner 
rig mover system wil ~ all:ow tpe~e, rigs to ~e inoved ~.e~w~en 
locations in a mat~er of pours. ail9 to ope"":ate on thre

1
e 

9£ the f.ive dri·l-ling t()c.;itions in the .Unit. Replacement 
of con~r,ac;t rigs with Unit-ow11ed equipm~tit ts1 economica!#}1 
jus t;i~1,iecl. 

Additlonal developm~nt of tqe Long Beach 'Unit is now p9ssible 
in view of curre-nt crude oi:l prices. !n. OJ;der t.o, carry 
ou~ thi~ future development within a ~~asonable ti'i'n~'. frame 
and ~on~in.uing th~ require9. rewp:rking of exist;f.ng wells, 
at l:oast the cur.rent nulllber 9£ drilling -r:i.~s,, (;?ight;, ~i'll 
be rP.qu~red. A full scale redevelopment program of subzoning 
and infill drilling has bec,i. under way since mid-1980. 

P~oduction and inj~cti9n, data ~ram these new wells and 
those to be drilled by mid-1981 will allow th~ f~na·~'ization 
of future drilling requirements. Tl)e de.livery of these 
two r~gs in early 1982, will .proviq~ t"·h,e flexibility to: 
maintiin eight drilling rig' in the event of the loss of 
the contract rigs, ~ubstitute for contr~<:t ri'gs if only 
eight rigs are required in the future, or expand to nine 

A 57, sa 
s 27, 31 -1~ 
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or ~en.r~ga if req~i~e4~ Purdhasa o~ th,se rigs :~ill I~· 
part of the plan ·~or the e"pand~d deve~opment o~ the, ·unit, 
resulting in the economic ptc»duction of addi:i':~onal crude 
oil. 

IT IS RECOMMENDED THAT THE COMMISSION:. 
' - ' - •' ,..,, 

i. APPROVE THE SIXTH· MODIFI~A~!ON. OF THE PLAN OF DEVEtOPMENT 
-ANp QP};R'\1?JQNS ,~~D ;i}UD~ET , .. LONG B\~AOfl UN:CT, JUL y· 1., . 
'1-980 !J!HROUG,H· JUNE 30, 1>961.• 
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