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MINUTE ITEM

16. APPLICATION FOR COMPENSATORY RO‘.{AIJTY AGREEMENT, LIBERTY ISLAND FIELD,
SOLANO COUNTY; RESERVE OIL AND GAS COMPANY; TEXACO INC. » SPANDARU OIL
COMPANY OF CALIFORNIA ; LENNART G, ERICKSON; SERGEANT M. REYNOLDS;

"d. S, MERRTAM; AND MAX NEWTON, d.b.a. FALCON PETROLEUNM COMPANY ~ W.0. 4238,

P.R.C. 3238.1.

After consideration of Calendar Ttem 15 attached, end upon motion duly
made and ynanimousiy cayried, the following resolution was adopted:

COMPANY OF CALIFORNTA; LENNART G, ERICKSON; SERGEANT M. REYNOLDS;

Jo 5. MERRTAM; AND MAX NEWTON, D.B.A. FALCON PETROLEUL! COMPANY, COLLECTIVELY
REFERRED T0 AS LPISEE, COVERING LANDS TNGLUDED TN THE LIBERTY ISLAND GAS
FIELD, AS INDICATED IN EXHIBIT "B" OF SAID AGREEMENT, TO PROTECT THE STATE'S
INTFREST IN PORITONS OF THE BEDS OF CACHE SLOUGH, FROSFECT SLOUGH, MENER
SLOUGH, SHAG SLOUGH 4D LINDSEY SLOUGH, LYING IN ALL oR FORTIONS OF
SECTIONS 6, 7, 16, 17, 18, 19, 20, 21, 28, 29, 30, 31, 32, T. 5 N., R. 3 E.,
AND PORTIONS OF SECTIONS 25 AND 36, T. 9 F., R. 2 E., M.D.B.& M., SOLANO
COUNIY. THIS AGREEMENT SEALL FROVISE ROYATEY PAYMENTS TO THE STATE OF
21.000% OF THE VATLUE OF ALL GAS, GASOLINE, AND OTHER FRODUCTS SOLD OR USED
FROM THE WELLS OF SUCH PARTY WITHIN THE SOUTH FOOL OF SAID LIBERTY ISLARD
GAS FIELD, IN ACC /RDANCE WITH THE FOLLOWING SCHEDULE:

1. 16-2/%) OF THE SALE VALUE OF ALL GAS ALLOGATED To SPATE LANDS; OR 1564

ROYALTY FOR ALL GAS ATLOCATED T0 STATE LANDS IN THE EVENT THAT IT Is
NECESSARY T0 COMPRESS THE GAS TOR DELIVERY 0 TRANSMISSION LINE.

2. 16-2/3% OF THE SASS OR USE VALUE OF ALL GASOLINE AND OTHER PRODUCTS
EXTRACTED EROM THE QUANTITY OF GAS ALLOCATED TO STATE LANDS.
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g * APPLICATION FOR -COMPENSATORY ROYALTY AGREEMENT, LIBERTY ISLAND FIELD, )
o o SOLANO COUNTY; RESERVE OIL AWD GAS COMPANY; TEXACO INC.; STANDARD OIL e
] . COMPANY OF CALIFORNIA; LENNART G. ERICKSON; SERGEANT M. REYNOLDS; / :
RN J. S. MERRIAM; AND MAX NEWION, d.b.8. FALCON PETROLEUM COMPANY ~ |
3.1 ) ' W’nO. l!’238i ‘
' An application has been received from Reserve Oil and Gas Company; & :
PP California corporation, on behalf of the other lessees, for a compensa~ =
Y tory royslty agreement waereunder the State would be compensated for ;%
ye | ' drainage of gas from Sbate govereign lands by wells drilled on leased Ve
W ’ uplands adjoining the State lands within the Liberty Island Field, &s -
% o shown on Exhibit "B" attached. The State iends include portions of )
P | Cache Slough, Prospent S ugh, liner Slough, Sheg Slough, and Lindsey o
S Slough, in Solano County. Such compensstion would be in lieu of drill- B
o . ing offset wells on Stete lénds. - | : s
o o gection 6815 of the Public Resourcea Code prov*” &: "Whenever it appears B
SN T $o the Commisgion +het wells drilled upon private lands are &raining or s
- mey drain oil or geg fyen lands swned by the Stmte, or where the pro=~ - __ﬁ_'____?
wn vieions of Section 6527 are desmed by the Commiszsion to be jmprackical in bee
: S the particiler case by reason of the tmall size, or irregular comfigurabion ..
, C‘fg , of the properby, or i4s inaccessibility from surface drill sites redsonsbliy :
, 7 availsble or obtainsble, the Commission, in lien of following the pro-
SE visions of Section 6827, may negotisbe and enter into agreements with the
R B owhers or opevsters of such wells on privete lends for the payment of o
(e o . compsnsabion to the State for such drainsge, oY may negotiste and enter i
SPPEE R into leases for the development of tha State lends through griliing from %
ik . sdjoining londs only. ses" S - P=
. _ N A , PR e
o o Regerve 01l and Gas Sempany; Jexaco Tne.; Stuedard Gil Company of california; g e
PO , Yennort G. Bricksow; Sergeant M. Reynolds; J. 5. Herriam; and Mex Newbon, =7
o7 K A.b.8. Faleon Petyoleum Company, aI2 the owpers of the lessees’ irterest o
: - 4n-vpland oil ond gas leeses within the Liverty Islsnd Field, vhich inceludey
AN portions or nil of Sectiona 65 T+ 16, X7, 18, 19, 20, 21, 28, 29, 30, 3%,
- ” ’ ' ‘ 32y Te 5 1\3»3- R 3 Ea s and Parbiclns of Sezctions 25 and 36, T, S 2 P R. 2 EQ}
RN B MuD.Bo&: Mo » §olano County. ‘
P B The prosuctive structure of the gas field is divided into & South Pool and .
o ' North Pool; ell of the productive State 1znds overiie thz South Pool. i
s Fleven wells have hzen drilled and eoupleted as producible in the Liberty -
HIZAC Tslend Field, including eight in the South Pool and three in the North S
Pool, ond some of these welle are draining gas from adjoining State lands.
el , The Gtate lends are all within the compsretively uariow channels of the
BT aforeseid slovshs, end therefore are considered ©o be located unsatisiace
vorily for inelusion in emy other reasoneble type of reservolr developmend p
e guch ez would be conduched under & g8 lease offered pursusnt to competi-
ST o tive public biddinz. TFor the purpoze of compubing royalties, staff review L
9;'&:;: Cﬂ/‘ , of all dsba developed during drilling operabions has indicated that it is
. R s o
v, ﬁe ’ . A« 5‘ ' , , ‘ ' : 7,,.%
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CALENDAR TTEM 15, (CONI!D)

in the Stete's best interest to base the percentage of production to be
allocated to State lands on the ratio that the volume of gas sand underly-
ing State land bears to the total voluite of gas sand underlying the South
Pool of the gas field. This percentage has been determined to be 21.000%.
Theaaree. thet is productive in the North Pool does not underlie State
1land.

Under the compensatiory agreement, each party nered as lessee agrees to
sccount for and pay to the State a royalty (except that Reserve 0il and
Gas Company will account and forward royalty payments on behalf of
Lennart (. Erickson; Sergeant M. Reynolds; J. S. Merviam; and Max Fewbon,
d.b.a. Falcon Petroleum Company, on the gas allocated &0 State land
produced and saved since Auzust 22, 1961, and hereafter produced from the

South Pool of the Liberty Island Field, in accordence with the following

' schedule: :

1. 16-2/3% of the sale value of all gas allocated to State lends; or
35% royalty for all gas sllocaved to State lands in the event that
it is necessary to compress the gas for delivery to a transmission
Yine;

2. 16-2/3% of the sale or use value of all gasoline and other p-oducts
extracted from the quenbity of gas mllocated %o State lands.

Tue deaft of the sroposed compensabory royelby agresment Las been reviewed
as to form by the office of the Avtorney General and fowid to be satis-

factory. -

TT TS RECOMMENDED THAT THE COMMISSION. *Z.dORIZE THE EXECUTLVE OFFICER TO
EXECUTE /c COMPENSATORY ROYALTY AGREEMMT WITH RESERVE OIL AND GAS COMPANY;
TEXACO IVC.; STANDARD OIL COMPANY OF CALIWORNIA; LEWNAFT G. ERICKSON;
SPRGEANT M. REYNOLDS; J, S. MERRIAM; AND MAX WEWTON, 2.B.A. FALCOH
PETROLENA COMPANY, COLLECTIVELY REFERRED TO AS LESSEE, COVERING LANDS
TUCLULED IN 7HE LIBERTY TELAND GAS FIELD, AS INDICATED IN EXHIBIT "B" OF
SATD AGIGSHIENT, TO PRUIECT THE STATE'S *NFEREST IN PORTIONS OF THE BELS
OF CACKE SIOUGH, PROSFROT SLOUGH, MINER SLOUGH, SHAG SLOUGI AND LIVDSEY
SIOUGH, LYING IN ALL OR POREIONS OF SECTIONS 6, T, 16, 17, 18, 19, 20,

21, 28, 29, 30, 31, 32, Tv 5 N.p Re 3 E., AND FORTIONS OF SECTIONS 25

AED $6, To 5 Ney Re 2 Bey MoDuBo& e, SOLANO COUNTY., THIS AGREEMENT
SHALL, PROVITR ROYALTY PAYMENIS TO THE STATE OF 21,000% OF THE VALUE OF
ALY GAS, GASOLINE, AND GTHER PRODUCTS SOLD OR USED FROM THE WELLS OF SUCH
PARTY WITHIN THE SOUIH POOL OF SAID LIBERTY ISLAND GAS FIELD, IN ACCORDAICE
WITH THE FOLLOWING SCHEDULE:

16-2/3% OF THE SALE-VALUE OF ALL GAS ALLOCATED TO STATE LANDS; OR 159
FOYATTY FOR ALL GAS ALLOCATED TO STATE LANDS IN THE EVENT THAT IT IS
NESESSARY TO COMPRESS THE GAS FOR DELIVERY TO TRANSMISSION LINE.

1

e

2. 16-2/3% OF THE SALE OR USE VALUE OF ALL GASOLINE AND OTHER PRODUCTS
EXTRACTED FSOM THE QUANTTTY OF GAS ALLOCATED 10 STATE LANDS.
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