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2l. APPLICATION FOR COMPENSATORY ROYALTY AGREEMENT, McMULLIN RANCH AREA,
SAN JOAQUIN COUNTY, GREAT BASINS PETROLEUM CO. - W.0. 4028, P.R.C. 2834.1,

After consideration of Celendar Item 22 attached, and upon motion duly (
mede and unenimously carrled, the following resolution was adcpted: i
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THE CO/MISSION, AS AUTHORIZED BY SECTION 6815 OF THE PUBLIC RESOURCES CODE,

AUTHORIZES THE EXECUTIVE OFFICER TO EXECUTE A FORM OF COMPENSATORY AGREE-

MEL.' WITH GREAT BASINS PETROLEUM CO. FOR THE STATE'S INTEREST IN THE BED

OF THE SAY JOAQUIN RIVER LYING IN SECTIONS 22, 23, 26, 27, 34, 35 AND 36,

/%D IN SWAMP AND OVERFLOWED LANDS IN SECTION 35, ALL IN T. 2 S., R. 6 .,

wD.B.& M., SAN JOAQUIN COUNTY, WHICH AGRERMENT SHALL PROVIDE FOR ROYALTY
1 AYHENTS TO THE STATE IN ACCORDAKCE WITH THE FOLLOWING SCHEDULE IN LIEU OF

DRILLING OFFSET WELLS ON THE STATE LAND:
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1. 16-2/3% OF THE VALUE OF ATL GAS ATIOCATED TO STATE LANDE: OR
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15% ROYALTY FOR ALL GAS ALLOCATED T STATE LANDS IN THE EVENT THAT
IT I8 NECESSARY TO COMPRESS THE GAS FOR DELIVERY TO A TRANSMISSION LINE;
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2. 16-2/3% ROYALTY ON THE SALE OR USE VALUE OF ALL GASOLINE OR OTHER
PRODUCTS EXTRACTED FPROM THE QUANTITY OF GAS ALLOCATED TO STATE LAFDS,

, Attachment
()  calendar Ttum 22 (2 pages)
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CALENDAR TIEM

N 22,

APPLICATION FOR COMPENSATORY ROYALTY AGREEMENT, McMULLIN RANCH AREA,
sm JOAQUIN COUNTY, GREAT RASINS FETROLEUM CO. ~ W.0, 4028.
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An application has been received from Great Pasins Petroleum Co., & Colorads

corporation, for a compensatory gas egreement whereunder the State would be
compensated for drainage from State soverelgn lands in a portion of the bed
of the of the San Joaquin River in San Joaquin County by wells drilled and

produced by Grzat Basins Petroleum Co, and otker lessees on leased uplénds

surrownding the State Jénd, Such compensation would be in lieu of drilling
offset wells upon tue State lands, :

—

Section 6815 of the Public Resources Code provides: '"Whenever it appéars to
the Commission thet wells drilled upon private lands gre draining, or may
drain, oil or gas from lends owned by the State, the Commission, in Ydeu of
following the provisions of Section 6827, way negotiabe and enter into
agreements with the owmers or operakors of such wells on private lands for
the payment of compensation to the State for such drainage.”

Great Basins Petroleum Co. is the owner of a portion of the lesseels interest
in uplend oil and gas leases within the McMullin Rahch area which includes
Sections 22, €3, 26, 27, 34, 35 end 36, T. 2 S.; R. 6 B., M.D.B.& M., San
Joaquin County. The State lends included in the area conslst of the bed of
the San Joaquin River within the Mclwllin Raench Aves and svemp and overflowed
lands in Section 35, T, 2 0.) R, 6 Eo; H.D.B.& M,

Owners of the remainder of the lesseels interest within the Melinllin Ranch
area have ratifled the sgreement which provides for Great Basing Petroleum Cd.
to aet g8 sole agent and attorney-in-fact for the purpose of exercising any
and ell rights and discharging any and all dubties end obligations under this
agreement,

Fourteen wells have been drilled and completed as producible wells in the
McMullin Reoch arsa. These wells, connécted ©o & distributisn line during
the month of Hovember 1961, ars draining gas from the adjoining State lands,

The Stete lands are all within the comparativelz narrow chemnel of the San
Jozguin River and therefore are cossidere” Yo be located unsatislactorily
for inclusion in eny other reasonsble ¥  of reszefvoir development program,
such as would be conducted under & 25 ledse offered purswant to competitive
public bidding.

The form of lease ¢ntered into with upland cwners and the compensatory agree-
ment avthorize the lessee to pool oll snd gas rights and interests for the
production of gas., Lands may be pooled so as to orecte a compact overating
unit or units whicn shall bz quarter-sections or multiples thereof of the
public lends survey, aad wailch shall not excsed 660 surface acres in any unit,

For the purpose of computing royalties, ges would be alloeated to the Stete

in the propor*ion thait pooled Stabte lands woulw bear to the acreage within
ezch ponled area,
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T 77 77 T TThe daraft of The proposed compensatory reyalbty sgrecment has been reviewed
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- Undeyr the vompensabory royaliy -agreement, the State will receive royalty
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CAIENDAR ITEM 22 (CONID.)— - ---.

P L -
)} R

payments in accordance with the following schedule:

1. 16-2/3% of the value of all gas allocaked to State lands; or

e,

B

15¢ royslty for all ges allocsted to State lands in the event that
it is necessary to compress the gas for delivery to e tranemission line;

2. 16-2/3% of the sale or use value at the well of all gesoline or other
products extracted from the quantity of gas allocated to State lands.
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es to form by the office of ths Attorney General. R -

1T IS RECOMMENDED THAT THE COMMISSION, AS AUTHORTZED BY SECTION 6815 OF THE
PUBLIC EESQURCES CODE, AUTHCRIZE THE EXECUTIVE OFFICER TO EXECUIE A PORM OF
COMPENSATORY AGREEMENT WITH GREAT BASINS “ETROLEUM CO. FOR THE STATE'S
INTEREST IN THE BED OF THE SAN JOAQUIN RIVER LYING IN SECTIONS 22, 23, 26,
27, 3b, 35 AND 36, AND IN SWAMP AND OVERFLOWED IAWDS IN SECTION 35, ALL IN
T. 2 8,, Ry 6 B., 1.D.B.& M., SAW JOAQUIN COUNTY, WHICH ACGREEMENT SHALL
FROVIDE FOR ROYALTY PAYMENTS TO THE STATE IN ACCORTDANCE WITH THE FOLLOWING
SCHEDUIE IN IIEU OF DRILLING OFFSET WELLS ON THE STATE LAND:

L. 16-2/3% OF THE VATUE OF ALL GAS ALLOCATED 0 STATE LANDS; O

15% ROYALEY POR ALL GAS ALLOCATED 10 STATE IANDS IN THR BVENT THAT IT
IS NECESSARY TO COMERESS THE GAS FOR DELIVERY TO A TRANSMISSION LINE;

2. 16~2/%% ROYALDY OF THE SAYE OR USE VALUE OF ALL GASQLINE OR OTHER
PRODUCTS EXTRACTED FROM THE QUANTITY OF GAS AITOCATED TO STATE LANDS.
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