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21. APPLICATION FOR COMPENSATORY ROYALTY AGREEMENT„_. McMULLIN RANCH AREA, 
SAN JOAQUIN COUNTY, GREAT BASINS PETROLEUM CO. - W.O. 11028, P.R.C.. 2834.1. 

After consideration of Calendar Item 22 attached., and upon motion duly 
made and unanimously _carried,_ the...following resolution was adopted: 

THE COMMISSION, AS AUTHORIZED BY SECTION 6815 OF THE PUBLIC RESOURCES CODE, 
AUTHORIZES THE EXECUTIVE OFFICER TO1)CECUTE A FORM OF COMPENSATORY AGREE-
MEIN WITH GREAT BASINS PETROLEUM CO.. FOR THE STATE'S INTEREST IN TIM BED 
OF THE 'SAN JOAQUIN RIVER LYING IN SECTIONS 22, 23, 26, 27, 54, 35 AND 36, 
I ID IN` SWAMP AND OVERFLOWED LANDS IN' 'SECTION 35, ALL IN T. 2 S. R. 6 3., 
I.D.B.8t M., SAN JOAQUIN COUNTY1  WHICH  AG-  

Iv=  

-1 MIENS TO 	IN ACCORDANCE WITH THE FOLLOWING SCHEDULE IN LIEU OF 
DRILLING OFFSET WELLS ON THE -STATE LAND: 

I. 16-2/3% Or 1.1H VALUE OF fill GAS ALLOCATED TO STATE LANDS; OR 

15% ROYALTY FOR ALL GAS ALIOCATED TO STATE LANDS IN THE EVENT THAT 
IT IS NECESSARY TO COMPRESS THE GAS FOR DELIVERY TO A TRANSMISSION LINE; 

2. 16-2/3% ROYALTY ON THE SALE OR USE VALUE OF ALL GASOLINE OR OTHER 
PRODUCTS EXTRACTED MOM THE ,QUANTITY OF GAS ALLOCATED TO STATE LAK.LIS., 

,AttachMent 
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CALENDAR I ISM 

APPLICATION FOR COMPENSATORY ROYALTY AGREEMENT, McMULLIN RANCH AREA, 
SAN JOAQUIN COUNTY, GREAT BASINS PETROLEUM CO. - W.O. 4028. 

An application has been received from Great Basins Petroleum Co., a Colorado 
corporation, for a compensatory gas agreement whereunder the State would be 
compensated for drain:e from State sovereign lands in a portion of the bed 
of the of the San Joaquin River in San Joaquin County 'Ovens drilled and 
produced by Groat Basins Petroleum Co. and other lessees on, leased uplands 
surrounding the State land. Such compensation would be in lieu of drilling 
	afteetAtells_iwt2a-Cat  ate lands.  

Section 6815 of the Public Resources, Code provides t, "Whenever it appears to 
the Commission that wells drilled. upon private lands are draining, Or my 
drains, oil or ,gas from lands ownel by the Statel  the Commission, in lieu of 
following the provisions of Section 6827, moynegotiate and. enter into 
agreementswith the owners or operators 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 lessees interest 
in upland oil and gas leases within the McMullin Ranch area which includes 
Sections 22, 23, 26$ 27.,  34, 35 and. 36, T, .2 S., R. 6 B., =LB.& 14.1  San 
Joaquin County. The State lands included in the area consist of the bed of 
the San Joaquin Rivet within the McMUllin Ranch Area and swamp and overflowed 
lands in Section 35, T. 2 S. R, 6 B,, 11.D.14,M  

Owners of the remainder of the lesseeus interest within the McMullin, Ranch 
area have,  ratified the agreement which provides for Great Basins Petroleum CO. 
to act as sole agent and attorney-in-fact for the purpose of exercising any 
and all rights and discharging any and all duties and obligations under this 
Agreement. 

Fourteen wells have been drilled and completed as producible wells in the 
MaUllin Reach area. These wells)  connected to a divtributien line during 
the month of November 19610  are draining gas from the .adjoining State lands, 
The State lands are all within the 	tivel4 narrow channel of the San 
Joaquin River and therefore are consider' ':.ct be located unsatisfactorily 
for inclusion in any other reasonable t, ef reservoir development program, 
such as would be conducted under a gas lease offered pursuant to competitive 
pdblic bidding. 

The form of lease entered into with upland owners and the compensatory agree-
ment authorize the lessee to pool oil and gas rights and interests for the 
production of gas. Lands may be pooled so as to create a compact operating 
unit or units which shall be quarter-sections or multiples thereof of the 
public lands survey, and which shall not exceed 660 surface acres in any unit. 

For the purpose of computing royalties, gas would be allocated to the State 
in the propole'ion that pooled State lands woula bear to the acreage within 
each pooled area, 
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CALENDAR ITEM 22 (camel-- 

Under the-com-pensatorri royalty-agreement7-the_State will receive royalty 
payments in accordance with the following schedule: 

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

15% royalty for all gas allocated to State lands in the event that 
it is necessary to compress the gas for delivery to a transmission line; 

2. 16-2/3% of the sale or use value at the well of all gasoline or other 
products extracted from the vantity of gas allocated to State lands. 

---Ilierdraft-Of- Ue-proposed compensatory royalty_agrgent has 'been reviewed 
as to form by the office of the Attorney General. 

T2 1$ RECOMMENDED THAT TtIE COMMISSION,. AS AUTHORMED BY SECTION 6815 OF THE 
PUBLIC RESOUMES CODE, AUTHORIZE TM EXECUIVE OFFICER TO EXECUTE A FORT OF 
COMPENSATORY AGRREM1T WITH GREAT BASINS 7.-ETROLEUM CO. FOR THE SPATE S 
INTEREST IN THE BED OF TEE SAN JoAqpIN RIVER LYING IN SECTIONS 22, 231  261  
271  34, 35 AND 36, AND IN slime  ANS l OVERFLOWED LARDS IN SECTION 35, ALL IN 
T. 2 S., R. 6 E.1  M0.14&11.1  SAN JOAQUIN COUNTY, WHICH At 	SHALL 
PROVIDE FOR ROYALTY PAYMENTS TO THE STAT1 IN ACCORDAVCE WITH TM FOLLOWING 
SCHEDULE IN LIEU OF DRILLING OFFSET WEZIS ON THE STATE LAND; 

1. 16-2/3% OF THE VALUE OF ALL GAS ALLDCATED TO STATE LANDS;, OR 

15%, ROYALTY FOR ALL GAS ALLOCATED TO STATE LANDS IN ThW EVENT THAT I 
IS NECESSARY TO COMPRESS TM GAS FOR DELIVE,RY TO A TRANSMISSION LINE; 

2. 16-2/5 ROYALTY ON TM SALE OR USE VALUE or= GASOLINE OR OTHER 
PRODUCTS EXTRACTED FRO Ni TM QUOTITY OF GAS =CONED TO STATE LANDS. 
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