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At the end of the f'i rs t Jihree months of t.he ''9.90-91 fiscal year 
~FY) (~eptember 30, 1990). ~hd Long Beach ~n~~-Plan of 
Oeu~lopment and Operations and Budget remains un~hanged at 
$1'46,S3S.OOO including administrative overhead costs and $1;63 
million carry-over fro~ 1989-90 the ~xp~nditure trend for the 
same period i~dicates a total of tlT 2 million for the plan 
year, an increase of $15~1 million oOer 198~-90 expenses. This 
trend will change due to increased drilling and de,uelopment 
activity generated by city and State Lands staff to improve oil 
recovery. 

T?;.;· :long Beach Unit (Unit) hi.is experienced a» ·Signifi.cant 
imipricH.~~ment in ~evenue generation during this three-month 
perfod' 1as a result of the 11arked increase in oil pr;i ce. 

C\il .prices for Wilmington cr,,~e oil were at $10 .AG'lbbl. at t_pe 
end of the 1989-1990 fiscal. year. Since that time. crude oi:'l 
prices have re,bound~d to. record levels. ?fid at the end of 
September were at $29.35/bbl. That is a $19/bbl. difference. 
or nearly 300 percen~ incr~as_. Becausa of this increase. 

(ADDED pgs. jll-lll.21)- -1-
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.c .. c-\~ .. ue for the three-month per)od has ri,sen sign:ifica,ntly. 
T~ ~venue during the period was $79.7~1.ooo. This ~bmpares 
t~ cne proje~ted oil and g~, ~euenue of $55,225,000 in the 
1990-199.. '~lap and 0B•1d9et f O!' the firs,I.;. quarter. ExpenQi tu res 
fo ... the same p~!riod were $29,295.000, ·or $3,281,000 less than 
budgeted resulting in- a. net income of $50,492,000. The 
Long Beacfr Unit deployed a third drjilling r:ig :in mid-·Au; __ .1sl, 
which is intend'd to satisfy an &gg~essiue a~i~ling schedule to 
increase bil produ~tion rates in bhe best areas of the field. 
The third rig was e~ployed i~ an .ar~a of significant ~t~ 
potential. but b~caus-e C?f the cqr,nmi!:ment lo satisfying' a 
voidage balance by a 10~ percent injection r~placement, some 
high volume oil p~oducers hatie 1bcen shut down. temporarily by the city. · 

"rhi s Upper Terminal West: ar0d is al so very ser•si. ln1e. t-c- voidage 
repl~~ement by water :i:nj ection. A drilling· op~r:~ti'bn requires 
the :shut-in a.f injection j;n the uicinity of the drill~ing well 
to minimize the ~ffects of high formation pressures while 
dr·illing. The inj t~ction 1 shut-in causes a like volume of gross 
production to ~e shut~~ .by ~he city' to meet their voidage 
requirements. The abou~~as resulted in a s~ut~in of up to 900 
t?.arrels per day oil pfod·uction. This is a. te:npor-ary si tuatiq'n 
~hich will improve ~rter dri~ling ceases in that area, howevir, 
this uiil'l not occur 'until the end of December. We anticipate 
r~turning the 900 ba~rels of ~il per day currently ~hut in to 
produ~tion and adding 500 BOPD from new well ~ri11,;:ng when 

:!!.!!:!:ter- injection i's re~;tored . 

. Dril
1
ling candidates wi::ll exist to carry the thi!"'d rig through 

tai the end of thi: 1990--1991 budg-et ~y~~r. An augmenla ti on to 
~he Plan and Budget is being pr~tented this month for 
Commissjon a~proual whith1will ~rovide funds to -allow 
cont:,inuat:'. )h of the third drilling r·~_g through June. 1991. 

The Stat~ Lands Commissi.on ·Rese!:-voir Engineering staff has be~n 
aggress~ue in identifying ~reas where Long Be~ch 'Unit 
produc~)on a~d ~euenue can 'be ,nhanced to take advantage of the 
high oil pr,iC:e. The staff ha~ idenf:ified several areas where 
immecfiat~ i.i.mplementation c,f work,, can occur. These areas are 
bei~~ d~~tussed w~th th~ city so th~t action can be taken with 
?S 1ittl·e delay as poss1:ible. Full implem~nlation of any 
f>rogram to enhance oi~1 re~ouer,y will ·depend upon staffing, and 
rig availabilitr :onst~~tnts. 

The State Lands Commi~sion staff is also reviewing areas where 
operatirtg cost reduction s~~~tegies. The operational expertise 
within the Extractive group recognizes high cost ar~as that can 
be modiFied For more efficient means of operation. 
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!he State Lands Commission Reservoir Engineering s t:aff is 
inuolued in an intense and aggres~iv~ evaluation of the 
perf"orma.nce of ~h~· -!-.ong Beach Unit under various development 
scenarios. In conj unci:ion wi.th th1£: c:i ty staff. ·We are 
de~~loping a ~t~ategi'to maximiz~ the long ·aeach tinit oil 
recovery under ~h optimize.~ waterflood' .recovery program. 
Already approv,~d on' the current dr:illing program is a pilot 
test prQ~•ct phanging the existing waterflood pattern. If 
success)ft. . Uds method will be considered for· development in 
other ~;~eL .. s of"· ·the Field. The Stat.:.e Lands Comm:ls.s:.!.on Reseru"oir Eng~~~er~n~ staff is also evaluating the well co~~letion · 
techiii1ues and designs which will be :incorporated into the long 
range development of the U~it. New technology is available 
which can be applied to ofFer gr~ater flexibility in the well 
design. allowing for longer lived w~lls. and adaptability to more se+~ctive use. 

Operatio9 expenses and trends are being more close~y tracked so 
we can accurately anticipate the need to accommodat~ fund 
transfers or au~mentations wi,thin the budget. ·· 

The staff has recently engaged in discussions .with local oil 
oper-ators who are involved in cogeneration acti vi t:ies .so that 
we may determine ·the app.licability. benefits. and limitatigps 
i:C> a similar project for 'the Loi><, Beach U11it. The potentie,·~. 
for enhanced oil recovery through steam stimulation or steam 
Flooding is con$iderab~e. ba~ed on the success of a nearby 
operator. In addition. the city engineering staff is 
considering retur~ing to service the portab~e steam generators 
for s ti mu lat i ng we 11 s through a re.u i ued "huff aild puff" project . 

. During th9 first thrae months of the 1990-1991 fiscal year. the 
Long Beach Ur1it experienced two planned island· shut downs for 
schedtiJe~ maintenance. These occurred·· in September resulting 
in ~~eduction of the Unit oil production an average of 700 
BQ?O for that month. The third drilling rig commenced 
operations in mid-August. and completed its first well the 
second week of September. This well is presently producing 
approx~mately 300 BOPO. Thus £, ~. drilling activity through 
September of this fiscal year has added 500.--DOPO productio~. to offset normal production de,line. , 

Projecting the ,-~~·~:1ue trend through the remaj nder of thi-s 
fiscal year assuming an average oil price of tw~nty-fi~e 
dollars per barrel and an &uerage ·production rai~ ~f 45,000 
BOPO. yield a ootential of $383.537,ooo. Net income after 
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expens~s foPeca~t~ tQ $243,000,000 for tha ~htjre fiscai year. 
This compares to the net income P~.rformarice for the 1,9-89-1990 
fiscal year of $124 million. and btid~eled~ ~et income ~f $72.7 
million for the 1990~19?1 fiscal year. 

It is anticipated the ,adjusted budget plus carryov~rs for 
1990-1991 fiscal yeaf may ~~quire additional augmehtation in 
the Oil and Gas Production Pr~gram. the Water lnjettjon 
Program. of the Enhanced Recovery Progr~m. parti~ularly if oil 
prices remain abov~ $20/bbl. 

~ignificant activ~ties and acco~plis~ments in each Plan and 
Budget Progr.am during· 'the fiscal y.ear were. 

A. DRILLING & D~UELOPMENT PROGRAM 

Three drilling ri'gs -were operated during lhe first three 
months. Activity W.:\S on Islands Grissom. White, Chaffoe 
and Pie~ j_ One new Wdter ~njection well was drilled, Four 
producers and four injectors ~ere redrilled, two i~!e 
producers were recompleted hi~her in the same z'ne and 
con'!erted to inject.ion. two injection wel 1.s, -~,ere workc~d 
ouer. and one producer convert..ed to inj ec ti on. One 
injection well was permanently abandoned in zon~. Drilling 
activity was in the Ranger. Upper Termina~ and lower 
Terminal Zones. Oil production of 500 BO~D was obtained 
fror,; t'1is work whj ch helped .reduce the rate of the 
production decline in the Unit. Because of the need to 
optimize tha cu~rent wate~flood ~~ increase the ultim~~e 
oil recovery of th~ long Beach Unit and the record high oil 
prj ces, the Slate Lands Commission Reservoir En9~! neerj ng 
staff has identified more economic opportunities. The 
anticipated increase in drilling and· develop~ent 4ctiuity 
will require the continued use of a third drilling r~g in 
Fiscal Yea~ 1990-91 and activation of a fourth rig is being 
considered if additional candidit~s can be identified. 

The adju~ted ~udget for the Drilling ana Dev~i5pment 
Program for t~e first three months of 1990 was $7.6 
million. Fund~ expended'wer~ $4.1 million. ~udget~d Fo~ 
fhe entire 1990~1991 FY is $2S.50 ~illion. ari inc~ease of 
$5.0 millio~. T~is increase is a r~sult of activating a 
third drilling rig recommended b~ State L~nds Staff in rv 
1990-91 to accele~ale field develo~rnenc ~nd increase 
ultimate oii recou~ry. The Third M~dification. pending 
Commissioh approuaF in October 1990 will augment ~his 
Program an addition&~ $4.i million. ~ 
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B. OIL AND GAS PRODUCTION PROGRAM 

The Unit prod~ced 4.2 millibn barreli of oil ~nd 
717 million cubic feet of gas during the t~ree month 
period. Auerage production ~ates were 45,650 barrels of 
oil per day and 8,000 MCF/~ of gas versus projected rate~ 
of 44,SOO barrels-per-day oil and 7,800 MCF/O gas. 
Expenditures for the three:-month period plotted as doJ.--lars 
per barrel of ~il produced are sh~wn on Exhibit 6. 

The- principal ,f'und:':ton of this program is to fund the 
production of f'luids. Gr-oss production for the period 
averaged 492,500 barrels per day. The city projected ra~~ 
was 470i000 barrels per day. The actual and proposed gross 
rates and program expenditures plDtted as dollars per 
barrel of gross fluids are shown on Exhibit 7. file number 
of acti"'e producing wells is shown on ·Exhibit 8 and is 
increa~ing slightly ·after a downward trend experien~~d 
during the 1986 thru 1988 period. An upward trend in 
1990-91 is expected as a result of the activation of thi~d 
rig. Scheduled island shut-downs for complete electrical 
maintenance -have been dcne on isl~nds Freem~n and :Chaffee. 

The adjusted budget for the Oil and Gas Productiorr Program 
was1 

1

$60, 267, .• ooo of which $13. 136 million (21. 8%) were 
exeenoed af "the end oF the three-month period. A plot of 
mo~thly expenditures is shown on attached Exhibit 9. The 
budget for 1990-91 is $60.3 milljon dollar~. a six perce~t 
increase over 1989-90 expenditures. 

ENHANCED RECOVERY AND STIMULATION PROGRAM 
No funds were bµdgeted For 1989-90 and no a~tivity took 
place in this program. It is anticipated that ste•m "huFf 
and puFF" projects ~ould be ~auived if oil prices ~~main 
abov~ $15 per barrel. The city is presently ~valuating 
well candidates in anticipatiori of reitoring this project later this year .. 

WATER IN3ECTION PROGRAM 
A total of 49.4 million barrels oF WatPr were injected 
du1~ng the three-month period. !he average .rate was 
537,300 BOPO, g~eater than the 520,000 BOPO projected. 
Gross produced fluids amounte.d to 45. 3 rni.11,ion barrels so 
the Injection/Production fluids volume r~~io averaged 109 
percent for the ~·ear. H ,plot of' water iilj"ection rates and 
program expenditures as dollars per barrel of water 
injected are shown on Exhibit ·1~. 
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·We are concerned about the po~sible lack of make-up water 
for future Long Beach Unit operati~ns. A variety of 
aiternatiues are being studied by cjty and State Staff. 
Ona al~ernative is to produ~e water from a shallow 
aquif~r. Initial test results ara e~couraging and a high 
rate flow t~st is planned. If the flow tests are 
successful. expansior- of the shallow aquifer as a make-up 
water source on ·other island locations is idnticipated. 
This test ·-should :be eualµateci by the: enq, of December. l 990. 

The adj~s ted budget for the W?..t~r :,r.;;j;~·c tion Prqgram 
~mounted to $24.3 million ofri:Jhich $.f;.537 mill:l0ri (22.·8%) 
were ~xpended at the end of t:tv ·t:nree months. A . .-q.ot of 
monthly expendi tu1"es is shown on .attached Exhibit ,~~l. 

E. MANAGEMENT PROGRAM 

The maj6~ portion of this pr~gram consist~ -~f expenditures 
for salaries. befieFits and expenses of ~h6 Fi~ld 
Contractor. management ~nd administrat~ve personnel. 
engineering consultant seruices-1.,.qata /processing equipment 
purchases and operating tosts. offic~ expense~ including 
rental. supplies and serui ces. and th-e. Unit Opera tor• s 
billable costs. . The com~ul:er reservoi"r model;n~ program 
initiated in 198S is con'~nuing and has r~sulted in the 
identificati·on oF many op)>-6rtunities ror field development 
and contributed sign~fica~tly to·a successful drilling and 
development program over the last two yea~~. 

Duririg the last month of the 1989-90 FY, the State Lands 
Commission Reservoir Engin~e~ing staff conducted a · ( 

production improvement study tu identify opportunities For 
increased oil production aDd recouery from the Long ~each 
Unit. ·~s was mentioned in the Drilling Program previously, 
a pilot ·patter~ waterflood concept was proposed. and has 
been ~pQroued for ifuple~entatio~ in the 1990-1991 FY. In 
additiLri. ±ncre~sed oi1 production f~om an "optimi~ed 
u.iaterf'lood" ,project could result in an oi 1 production 
i~crease of ~early 2.0QO barreis 6f oil per day. 

Other significant i tc:ms include Unit equi t'y expense·. special 
management projec~s. townlot participation administratio~- · 
and special studies related to Unit waste ·managenent and 
disp6saJ. A plol of the Mana·gement Prc;.gram exp~ndi ture 
expressed as dollars per barrel of o.il is shown on 
r~hibit l~. - The trend of dollars per b•rrel of oi1 for 
'•"is pr::>gram is UPi..~ard. 
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The ~djusted·~udget at the end of September 1990 amounted 
to $20.~ mil!~~n For the Management Progr~m of which $~.73 
million (22.6%) was ex~ended. A ·Plot bf monthly 
·expenditures is shown on Exhibit l~. 

f. TAXES, PERMIT~_!Th!D :LAND RENTAL .P~OGRAM 
Adjusted bud~et fu·nas for the Taxes. "ermi ts and Land 
Rental Program on September 30, 1990 amounted lo ~13.9 
million of whi c'i ~·1. 8 mi 11 ion ( 13%) w.~re expended. Th~ 
major cash outflow ~n- thi~ program oeturs wi~h mining 
rights tax payments in Dece~.ber and April of ·the bud3et 
yea~. A plot of program E~~~~~i~ure~ is show~ on 
Exhibit l~. . 

A·· summary of Long Beach Unit 1 '190'.-:-•91 Pf'an and Budget activity 
during t.he fii'"s t three months 1~n~1i n~ ~ iptember 30. 1990 ( i•h 
thousands cf doll~rs) is: 

Program 

A. Drilling and Development 

B. Oil.& Gas Production 

·c. Enhanced ·Recovery & 
Stimulation 

O. Water· Inj ~c.tion 

E. Management 

f. Taxes~ Permits & 
l.:and Rent:al 

G. 1989-90 Carry-ouer 

Total 

Or?.ginal 
Buaqet** 
-..::--~---· 

$ 20.466 

60, 267, 

··0-

24. 309 

20 •. 974 

'13,889 

--::..1, 630 

$141,535 

**Including Administrati~e Ouel"'head Costs,. 

AB 884: NIA. 

A'dj us led 
Budget** 

$ 2S.466 

60,267 

-0-

24, 309 

20:. 974 

13,889 

1, 630 

146,535 

1. Total Budget Expenditures. 
2. Oil Production Rate. 

EXHIBITS: 

3. Oil Price and Costs. 
4. Oil Rev~nue ~nd Gosts. 

-·7-

Expenditures• 
to 9/30/90 

$ 4'.079 

·13,136 

-0-

5,537 

4,731 

29,295 
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CALEr-JDAR 'ITEM No.C. 2 6 CCONT 1 :--) 

5. DriN,ing and Development Program 
Expenaitures (Program A). 

6. .Program B Costs Dollar P~r §~rrel Oil. 
7. Program ·B Costs Dol-lar Per ·aarre'1· Gross 

Fluid. 
8. Producing Well Count. 
9. Oil and Gas Pt'oduction Program 

Expenditures (Program B). 
!O. Progra~ D Costs Doflar Per Barrel Injected 

Water. 
11. Water I~j~ction Program Expenditures 

( P . ... .- .[);,.._\ . rog ... dm ·, ..• 
1'2. Pi"',<>gram· .. E Costs Dollar Per :Barr;t'el Oil. 
13·. Management Program Expenditures 

(Program E). 
14. Taxes. Permits and' lanj ~ental Program 

Expenditures {Pro~ra~ F). · 
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