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REVIEV OF 1983-84 Aup 1934-35
OF DEVELCPBHENT AND OPLRATIONS AND 8UDGET, Long BEACH uNIr
WILHINGTON OIL FIFLD, LOS ANGRLSS couuty

Sectinn 5§, Chapter 138, Statutes of 1964, 1lst r.s,, apn: Article & of
the  Lenqg  8rach Unit  Agreenent require  adoption by the City of
Long Beach of an annual Plan of Cevelopment and Operetions and Pudget
for Lhe Long Beach Unit. The Plan and Budget is then ko be subnitted
o the State Lands Cemnission at least 190 days priar :q subnission
to khy participants of the Long Beach Unit.

The City Council of the City of Long Beach, will at a nncting in the
first part of Narch 1984, adopt  thoir proposed Plan aof Developrent
and Operations and Budget for 1984-19385, ana authorize its subnmittal
to the State Lands Conmission for consideration and arproval by miAq
{tarch, 1944,

Under Section 5 (b), the Commission has 15 days after subnittal to
take action. 1If no action is taken, the Plan and Budget is deened to
be aprroved ags subnitted. The Comnission nay affirnatively approve
the Plan and Budyet or nodify it aftor holding a formal hearing.
Under scction 5 (g) the Plan and Budget as subnikted rar be nodifiod
without a heering  upon utual  agreenent by the City  aml  £he
Commission. For the last two years, ia  its Plan  ang Budget
consideration, the Conmission has acted jointly with the City in nmod-
ifying the Plan and Budget under the Section 5§ (g) procedure ak the
time the Plan and Budyet was approved by the Commission. This has
allowed the use of the nost current data available since preparation
of the Plan and Budget starts in the prior December.

The 1983-84 Plan and budget was changed to a programnmatic fornat plan
as requested by  the Conmission. The Budget was &lso presentes in
the 1982-83 format to frovide  historical expenditure continuity
and expenditures aro feported for both. The current Plan provides
for couatinued developnert  of the Long Beach Unit apa the operation
and naintenance of neccessary facilitics in 81X programs. These
Prograns now combine the investrnent and expense expenditures included
in the scope of the progran as vell as the adninistrative overhead
Costs reiated to those expenditures. ALl of e budget  {tenmg
included in tle 1952-83 Budget vere retained in 1933-84 o rininize
the accounting changes and a few new budget items were acided.,  Thre
bhudget itenms have been rearranged  into the six programs  with
allocation between programs required for some budget items. To date,
the programmatic approach has only resulted in the rearrangement of
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. budgeted Ffunds and expenditures, The analysis and justification of

expenditures and alternatives have not been provided and should 1.
given high priority in the preparation of the 1984-85 Plan ang
Budgat.

The progran expenditures for the firg! half of 1933-84 are shown
On attachments 2 - 7, Expenditures for previous  vyears have  beep
calculated using the same rercentage split  for allocataod Ludget
itens as the 1933-34- Budget. However, these allocations Frior to
July, 1983 may not bhe valid for extrapolation in a1} programs.
Therefore, conparisons of current and past 2Xpenditures with
broposed funding are also nade  on  the Rudqjet Itens, Categories,
Divisions and Classcos.

Im the new Programatic fornat the funding, incading carry-in, fer
the six prograns is:

Crilling and Reveloprent Proyram 24,200,000
Cil and Gas Production Program 32,697,600
Enhancaed Recovery and Stimulation Progran 6,%2%,000
fliater Injecticn Progran 35,252,000
"lanagerent Program 19,479,000
Taxes, Permits and Land Rental Progjram > 19,636,009

Tokal $258,0657,000

The administrative overhead is included in  the funding of caeh
progran.

DRILLING AND DEVELOPMENT PROGRAM

The 1983-84 funding of $94,908,000, including 53,651,000 for
adninistrative overhead, for this program is 37% or the total
budget. Eight and a half drilling rig Yyears are pdanned §a
1983-34% for the deilling of new  wells amnl Lho redrilling and
repaic  of existing wells. Currently there are eight Jdriliing
rigs operating in the unit. A further reduction to seven is indi-
cated for mid 1984 or the first of 1985 with the conbined drilling
activity for fier J and Island Chaffce being the deciding Factor.
Past studios of the naximun potential future drilling aclivity to
be used in planning surface location additions had two conponentsg,
develepment vells, rrimarily north flank Ranger Zone and prey
Terninal Zone fault locks, and botential locations For sulizoni
and infill drilling. The majority of the developrnent wells

Le completed Ly the end of 1995 The potential subzone
infill locations need re-evaluation for several reasons.

does not have a broven tertiary recovery method ¢stablished
vertical intervals, well spacing and injection patterns cannct
Einalized. Also, Exhibic "A" shows the total preducing  wells
in the Unit and the active producing wells. The nunber of active
wells has only increased e about twenty-Ffive during  the past two
years although  cver 130 nev wells were drillec curing thet tiv,
The econroaics of this subsitution process amd  an  evaluation of
how to utilize these idle wells, with a replacenent  valuc X
$40-50 million, nay further affect khe rato of drilling

vells and  reduce drilling activity until the
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required is completed.

e estimated expenditure for the current year ix $73 million.
The drilling of new wells accounts tor . majer | part
($39 nillicn). The other najor compenents are 310.3 rillion for
the redrilling of wells. $6.8 million for drilling support, 10
million for Tslard and cellar constructior and $3.5 nillien For
vaste Jdivposal. Attachment 2 is a plot of the calculateid nonthly
expenditu-es pricr to July, 1983 and actual expenditures since
that time for the progran. Pstimated expenttitures in 1984-35
are c¢stimaced to be in the - range of $60 nillieon.

OIL- AND GAS PRODUCTION PROGRAM

This pregram  is  for tho operatiovns neeessary for the producing,
processing and delivery of cceude oil and gas. 1983-32 funding Ffor
this progran is $82,697,000, 32% of the tutal  hudget.  The
Investmer funding is $6 million, expense costs are 73.5 nillion
and  Adninistrative Overhead is $3.2 million. The wmain  Sub
Proyrams are 0il ell Repairs $24 million, Fluid ilandling
($29.6 million)  and Production liaintenance (525.3 ritlion). Tre
estimated program expenditures for the current year are $74
million. Attachment 3 is a plot of the calculated monthly
expenditures prior to July, 1933 and actual exrenditures since
that time Ffour the program. Estimated expenditures in 1984-235 are
expected to be about the currvent lovel,

ENHANCED RECOVERY AND STIMULATION PROGRAMHM

This program was designed  to administer the costs assocliated
vith enhanced recovery and stinulation projects and to determine
the ecenomic feasibility of such expenditures. The fundine,
50,629,000, is 2.63 of the *kotal 1983-34¢ budget. The major
portion ($5 million) of the proyram  funding is For Lhe pilat
caustic flood. This rilot has not proven eccaonic and a large
similar project planned in the prior development has bheen
cancelled. The Cormission sta®f had resevvations in mud 12352 as
to whether there were any future applitations ip :the Unit of tbhis
Lecovery process and at the first of 1923 Cequested the projece be
terminated. However, the City of Long Reach desired to continue
the project and the expenditures have continued. The estinmatod
expenditures  for 1983-84 are $5 nillion., The calculated nonthly
axpenditures and funding for the pregran are shnwn on Attachment 4
Expenditures do not include tloe cost of chenicals in the caustic
pilot as they were prepaid, and therefore, do not r2flect the truae
cost of the project. Eventually this project will »e terninated
with & savings in costs ¢ the funling For this pact of the
program will be  reduced.

VATER INJECTION PROGRAM

The pressure naintenance and waterflood operations in  this
program  are required by the Unit Agreenents.  The funding of
$35,258,000 is "14% of the total budget and is tor the necessary
werk on injection wells, operation of the surface installations
used for filtering of produced water and pressuring water far
injection, the putchase ©f pressured water ant for additional
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water source. The calculated monthly expenditures rrior to July,
1983 and actual expenditures after that time erce  shouy o
Attachuent 5. The estimated expenditure for 1983-34 and 1984-u5
is $23 millicen.

HIANAGEMENT PROGRAM

This program with funding of $19,479,000, 7.53 of Lhe irta]
budget, covers the cost of the Fiald Contractor nanagement stafs’g
salaries and office expense, the cost of Unit accounting znd
the City of Long Beach Unit Operator'« billable costs. The
Computer equipment insvallation for tl e management informating
service ig running 6-9 nonths h"ehind schedule and to date txe
State Lands Comnission staff has seen 1.ttle resules of any nay
conputer applications or usage in  thoe Unit " oncrations. The
calculateod nonthly program expenditures jrior to July, 1982 2,4
actual after that time are shown on Attachnent 6. The 193:1-:5
expenditures should be lower than the cstimated 1983-84 lovel of
$19 million due to reduced expenditures for computer equiprent.,

TAXES, PERMITS AND LAND RENTAL PROGRAM

This program contains the funding for the various taans, licenses
and feer paid ko the counties of Los Angeles and Orange, the City
of Long Beach and other goverarontal agencies. The rersonal prep-
erty a.. aining rights taxes and the Long Beach oil l-roduction
licens. taxes will be $19.8 nmillion and 52.7 miliion. The current
Eunding for the program is $19,686,000. Transfer or augnentating
of $5.2 nillion will Le required. The annual expenditures are

shown on Attachnent 7.

OLD BUDGET FORMAT

The  INVESTHENT funding of  $81,473, 001, includes $58,557, 000 for
DRILLING AND DEVELOPMENT of which $57,115,000 is ¢o drill npew
wells and 51,442,000 for injection well Aquipment. The Monthly
expenditures and proposed fundinjy for the new wells, budget itsps
account 401, is shown on Attachnent g, The 1983-84 eXpendi-
tures is estimated to be 238 million and $34 million for 1934-n5,
The  furding, including carvy-in, for FIELD AND VELL FACILITIES
is 822,317,070, The major consitrucktion irojects  for island
expansion  and additional surface locations Ffr new vells durine
the past two yYears will bho completed by  the first of l19ny,
$9.9 pmillion for - this work was carriad into the 19283-84 Pudget
from 1982-83 with total expenditurecs estimated to  he $9.6
willion. Unless some  large new rreiects  are proposaed, the
1934-85 expenditures should be in the $5-10,000,000 range for new
facilities, the lowest level of the last five years. Fronm this
point forvard, bropesed new projects can e covered in the Plan
with funding by mnadification as plans are finalized and Funding
estinates firn, The ~onthly expenditures and funding for this
Budget Divisian is snown on Attachment 9.

EXPENS{® funding provides $17,720,000 Ffor taxes and licenses,
$131,581,000 for vperating, 511,930,000 for ¢eneral eupninistra-
tive and $C,711,000 for other expoense. The total is
$167,942,000. Actual expenditures for 1233-84 are estimated to be
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$155 million. The 1934-85 g¢sbtimate is  in the rarae of 160
raillion.

OPERATING EXPENSE funding ir the Pudget provides fov § roduction,
Separation anmd  process ‘ny of cil, gas :nd vater. The 1983-04
funding of $131,501,000 is for the uperation of the wells end
facilities For production and injection and is a najor part of
the Budget, 51% of the total 3udget. The nmenthly expenditures
of this Budget Division ITIB2 is shown on  Attachment 10.
Expenditures ftor 1283-64 and 1984-85 . is cstimated to Le
3122 pillion. A najor part of the funding is for the budt ot
Caiegory Wells for which the estinated expenditure  {or 1933-24 is
333 milliop, The nonthly  uapenditures  and funding for tlis
categocy are shown on  Attachment 11, The Diprect in:11 Charges
budget itens accounts 909 and 920 have estinated expenittures of
$19 million. For 1284-35 the expenditure  loave! will ke
determined by workover and cedrill activity as there wll be g4
small increase in the awber of active wells to be scorviced whic!
should be offset by the reduction in contrackt proluction rig costs.
The Field Systen category funding is $47,010,070. Therw i culd e
& surplus of $4 million in these accounts at  the end of the the
1983-4dd year, as the forecasted volunes of fluids te fe Landlam
probably will not be produced and injected. The ronthly
expemnditures and proposcd funding are shown on Attachnent 12,
The cateyory Other Proluction Fxpens~>  has funtirg of 517,317, 000.
A large part of the contractor's ficld personnel cests are in
this  budget category. The monthly oxpenditures an! rroposed
funding are shown on Attachnent 13. A historical curarisen  of
the cost and total number of Field Contracter enployees is shiewn
on Attachment 14. A schedule of the number ¢f sicl enployees
and their salaries and benefits nust be approved by the Long
Beach City nanager. He is required to give Jue reqert ko the
recguicenonts of yood oil  field engineering and Tjerating
practices and the compensation eond nther tenefits nernally
allowed to comparatle ail field operations. The so2leckion of
enployees  used by the Field Contractor In cenducting e rations,
their hours of  labor, their conditions of anployment and their
supervisinn are the responsibility of the Field Clontractor.
i7ith the reduction in construction and Jdrilling ackivity the
number of employees will continue to decrease,

In Operating Expense, about $32,000,000 in Ffunding for 1082-34
is for elactrical eneryy, (Attachnent 15) and wvhich is aieauate to
cover costimated expenditures in the current vear. Zlectrical
energy 1s used primarily for the burpose af lifting to the surfoce
over 183 million barrels of oil and wvater, and for the injection

of a similar volume of produced saline wvater as a rart of the
pressure naintenance progran. Zlectrical pover rates are shown
on (Attachnent 135). Large rate increcases dus to fuel costs ore
not anticipated and future costs increases will cgpend  upor fuc)
0il costs and the availability of hydreelectri- paver, 1934-85
expenditures  should e slightly thigher than the v33-0ou leval
Jue to increased fluid volumes and energy costs.
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The inflation trend for the last year has Leen about 43 per vyear
and use of 3 corpparable  increase  for those  applicat:l:
expenditurzs is indicateu. There were rueductions in well pulling
and  drilling costs in 1983 so cost Lrends after thoece reductiors
should be used. Crude prices are still soft  and hopefulls
will vremain at the present level through 1234, Lut there is Jowup-
ward pressure and crude prices could drop in the 1984-85 period.
The ostimate of 1983-84 net revenue, withoul consideration of
windfall profits tax, is $320 million. For 1984-85, if crude oil
prices do not decrease, it 1is anticipated that there could Le
slijhtly higher net revenues it thoere are lowver expenditures frop
a nore cfficient operation, reduced costs and snaller
expenditures for new facilitices and wells which affsct any decline
in o0il rate.

EXHIBIT: A. Producing and Expenditure Charts and Graphs

AB 384: N/A
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