MINUTE ITEM 3/11/66

2. PROPOSAL FOR RESTRICTIVE PURCHASE OF SUBMARINE LINE PIPE, LONG BECAH UNIT,
WILMINGTON OIL FIELD, LOS ANGELES COUNTY - W.0. 5200.309.2.

After consideration of Calendar Item 2 attached, and upon moticn dwly maae
and unanimously carried, the following resolution was adopted:

THE COMMISSION MODIFIES THE RESOLUTION OF SEPTEMEER 23, 1965 (MINUTE TfEM 27,
PAGE 11,749), 10 PERMIT THE FIELD CONTRAGIOR FOR THE LONG BEACH UNIT 10 LIMIT
BIDDING FOR LINE PIPE REQUIRED 70 CONSTRUCT SUBMARINE PIPELINES FOR THE HOUR
OFFSHORE ISLANDS, "0 PIFE MANUFACTURED IN THE UNITED STATES, AS OUTLINED IH
THUMS APPROVAL HEQUEST 2-66.

Attachment
Calendar Ttem 2 (2 pages)
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CALENDAR ITEM 3/11/66
2.

PROPOSAY; FOR RESTRICTIVE PURCHASE OF SUEMARINE LINE PIFE, LONG BEACH UNIT,
WIIMENGTON. OLL F14LD, LOS ANGELES COUNTY - ¥W.0. 5200.309.2.

IEUMS Long Beach Company, Tield confractor for the Long Beach Unit, has
requested City of Long Beach approval of a restricted bidding procedure
requizing that line pipe used to covstruct the svbmarine pipelines from the
four offshore islands be manufactured in the United States. The details of
this request wure set forth in THUMS Approval Request 2-66, a,ttached ag
Exhibit "A”' , ‘

The Commizsion, ai its meebing of Marchk 1 y 1966 deferred sction on this
item and requested that sdditional imomswbwn be presented by the staff at
the next meetmg or the Lomission.

At its meeting ci‘ Septm”ber 23, 1965 5 the Cemnission unanimously adopted the
- Tollowing resolutmn*

"OIL WELL CASING, TUBING, AND .uINE PIPE REQUIREMENTS FOR THE LORG
BEACH UNIT DEVELOPMENT PROGRAM ARE T0 BE PURCHASED UNDER A PROCEDURE
Dx'ﬁbli‘ I.LRL:'

A, OPEN COMPEN'ITIVE BID BY ALl SHEPLIERS H

" B. AWARB CF BID TO LOWEST ’BESPQB?SIEBLE BIDDERQ

¢. BIDS TO BE BECEIVED ON AN INCREMERT OR INCR m&m {F REQUIRE-
MENTS FOR A TOTATL, OF NOT MORE THAN THOSE EE@UIRED FOR THE
- ANTICIPATED AWNUAL TR LOPMENT, BUT WITH THE UNDERSTANDING THAT
FURCHASES WILL BE IivihEy INIO INCREMENIS OF SUFFICIENT SIZE T0
 PRODUCE AN OBJECTIVE EVATUATION OF THE I’ROQEIJURE. :

THIS . EROCHIEHE 18 SUBJECT TO REVIEW BY THE SIATE LAYDS couMIs-
SEC, PRECR TO FUTURE CALLS FOR BID.”

TS Long %e ch Campaly is presently soli citing bids for spproximately

, 00, 88¢ ""M&h of iine pip fg the cuRSTIRGLIoE of stidarine mipslines to
- _teEnSzort an estimated 180,000 barm'ig of c:'"m‘w il ser éay .?s:'ﬁﬁ'i fouy off-
shuys 518315.5» : ’ - - )

It is imperative that in purcbasmg line p;};e for ‘this purpose the Long Reséh
Upit take every precaution to prevent any line bresk vhich would result in
cru&e ‘o1l escaping into ocean waters off Long Beach, endangering public
health, welfare, and safety. Because of this denpger, the field conbractor
has requested that the Commission modify thelr previous action for this
specific purchase end permit the field contractor to limit the purchuse of
‘line pipe for these submarine pipelinea to United States souress.

THUMS Iong Beach Company bas submitied g memcmn&v.m (attached a5 Exhibit "B")

indieating among other factors that the potential sevings from the parchage
of fc:reign pipe would not excesd ten yperceny of the total price {epprozimately




LLSHDAR ITEM 2. (com )

The reputation of domestic mills and their imbersst in public relatichs
dictate thet their services no* be limited to providing mebterisis which
only meet minimum spevifications. Also, Judicial decisions Have extended
the law of mamufacturers' warranty to the point that & mill could be held
responsible for damages erising out of failure of its pipe for intended
use. A judgment age.insb a foreign mill might he difficuli to obtain or to
enforce,

The staff is of the opinion that this legal > iigation eculd result in
domastie mills Purnishing higher quality pipe and savvices than feoreien
bidders. Review of the experience with submarine pipélines on State tide
and submerged lands indicates the uga ..£ domestic pipe for submarine pipe-
lines from the offshore iglands wit™ irsure the higheef degree of protection
to public heslth, welfare, and safesy.,

In sumna:ry

1. Well casing and tubing purchaseﬂ. from foreign maﬂufacturers and aelecﬁea
to meet the minimum specification standards set by the Amexé.-ezm Febre- ,
leutr Yas¢itute is satisfectory.for subsurfaze well installatiome whare
pipe failures cannot hazard the geneml p*ixblie bhesalth, welfare y and
safety. ’ ‘

Experience of a maaar testing 1ahoraio:cy hes shown that pipe of foreign
manufacture has 8 notably higher incidence of rejection, particularly
ub operating levels above minimum speeificstions, than domeetically
produced pipe, indicating that procedures of mantfacture, testing, and
shipping by United States mills generally ymnda quality above mini-
mam specii‘maﬁions.

‘The estimated cost for the total submarine mpehne requirements for
the Long Bedch project is $400,000 comnared with &t least $40,000,000
to be expended for well casing and mbing, Bo practice will be -estab-
lished in the purchase of pipe for submarine lines which covld be
allfeged to have further mandatory applicebility ta the project.

The maximum price differential estinmated by foreign aﬁypliers im
$40,000. Buch additional smount oy domestic pipe appears to be
justified as "imsursnce® s partieularly in consideration of the public
health and safety hazards from 2 harbor submarine pipeline ingtal-
lation, and even the high cost of elimination of contamimtion resuli-
ing from any line failuve.

IT I8 RECOMMENDED THAT THE COMMICSION MODIFY THE RESOLUTION OF SEPTEMBER 23,
1965 (MINUTE ITEM 27, PAGE 11,749), TO PERMIT THE FIELD CONTRACTOR FOR THE
TONG BEACH UNIT TO LIMIT BIDDING FOR LINE PIPE REQUIRED TO CONSTRUCT SUB~
MARTNE PIPELIVES PCR THE FOUR OFFSHORE ISLAWDS, TO FIPE MANUFACTURED IN THE
UNLTED STATES, AS OUTLIVED IN THUMS APFROVAL REQUEST 2-654.




