MINUTE TTEM 7/20/65

18. APFLICATION FOR COMPENSATORY ROYALTY AGREEMENT, LATHROP GAS FIELD,
SAN JOAQUIN COUNTY; OCCIDENTAL PETROLEUM CORPORATION A1iD GULF OIL
CORPORATION - ¥W.0. kk70, P.R.C. 33h0.1.

After consideration of Calendar Item 23 attachzd, and upon motion duly made
and unzniwously carried, the following resolution was adopted:

THE COM/ISSION, AS PROVIDED BY SECTION 6815 OF THE PUBLIC RESOURCES COIE
(IN LIEJ OF THE DRILLING OF CFFSET WELLS ON STATE LAYD), AUTHORIZES THE
EXECUTIVE OFFICER TO EXECUTE A COMPENSATORY ROYALTY AGREEMENT WITH OCCIDENTAL
PETROLEUI CORPORATION COVERING LANDS INCLUIED IN THE LATHROP GAS FIELD, AS
INDICATED IN EXHIBIT "B" OF SAID AGREEMENT, SO A3 TO FROTECT THE STATE'S
INTEREST IN PORTICNS OF THE BED OF THE SAN JOAQUIN RIVER AND MIDDLE RIVER
AND ASSOCIATED WATER COURSES LYING WITHIN PROJECTED SECTION 33, T. 1 N.,

R. & E., PRQJECTED SECTIONS 4, 5, 6, 7, 8, &ND 9 OF T. 1 S., R. 6 E., AND
PORTICONS OF PROJECTED SECTIONS 1 AND 12 OF 7. 1 S., R. 5 E., M.D.B.& M.,
SAN JOACUIN COUNTY. THIS AGREEMENT SHALL PROVIIE FOR ROYALTY FPAYMENTS T0
THE STATE OF 0.538936 (F ONE PERCENT OF ALL GAS AND GAS PRODUCTS PRODUCED
FROM THE AREA INCLULED IN THE COMPENSATORY AGREEMENT IN ACCORDANCE WITH THE
FOLLOWING SCHELDULE:

1. 16-2/3% OF THE SALE VALUE OF ALL GAS ALLOCATED T7 STATE LANIS, OR
15% ROYALTY FOR ALL GAS ALLCCATED TO STATE LANDS IR THE EVENT THAT
IT I5 NECESSARY TO COMPRESS THE GAS FOR IZLIVERTY T0 A TRANSMISSION
LINE; :

2. 16-2/%% OF THE SALE OR USE VALUE OF ALL GASCLINE AND OTHER PROEUCES
EXTRACTED FROM THE QUANTITY OF GAS ATLOCATED TO STATE LANDS.

Attachrent
Caleniar Item 23 (2 pages)




CALENDAR ITEM 7/65
23,

APPLICATION FOR COMPENSATORY ROYALTY AGREEMENT, LATHROP GAS FIELD, SAN JOAQUIN
COUNTY; OCCIDENTAL PETROLEUM CORFORATION AND GULF OIL CORFORATION - W.0. 4470.

An application has been receiwed from Occidental Petroleum Corporation for a
compensatory royalty agreepent whvvein the State would be compensated for
drainage of gas from State soveveigh lands by wells drilled on leased uplande
adjoining the State lands within the Lathrop Gas Field (as shown on Exhibit "B”
attached). Ocecidental and the Gulf 0il Corporation hold leases within the
field. The State lands include portions of the bed of the San Joaguin River
and Middle River in San Joaguin County. The compensation for drainage would
be in lieu of drilling offset wells on State lands.

Section 6815 of the Public Resonrces Code provides: 'Whenever it appears to
the commission that wells drilled upon private lands are draining or may drain
0il or gas from lands owned by the State or where the provisions of Section
€827 are deemed by the commiszion to be impractical in the partieular case by
reason of the small size or irregular configuration of the property, or its
inaccessibility from surface drilisites reasonably available or obtainable,
the commission, in lieu of following the provisions of Section €827, may
_negotiate and enter into agreements with the owners or operstors of such wells
on privete lands for the payment of compensation to the State for such
drainage, or may negotiate and enter into leases for the development of the
State lands through drilling from adjoining lands only ...." ‘

Oceidental Petroleum Corporation is the owner or operator of the lessee's
interest in the uplend oil and gas leases within the ILathrop Gas Field, which
ineludes portions of projected Section %3, T. i K., R. 6 E., projected Sec
tions 4, 5, 6, 7, 8, and 9 of 7. 1 8., R. & E., and projected Sections 1 and
12 of T. L 3., R« 5 E., San Joagquin County.

Tventy-one wells have been drilled and completed as producers in the Lathrop
Gns Field; some of these wells are dralning gas from the adjoining State lands.
e Stabe lands ars 411 within the comparatively narrow channels of the San
JoLouin River and Middle River and associated waber courses, aad therefore are
cangidered to be locsted unsabisfactorily for inclusion in sny other reasonsble
tyon of resevvoly development program such as would be eonducted under an oil
and, gas lease offered pursuvent to competitive public ¥idding.

For tne purpose of computiog royalties, staff review of all dxta developed
during drilling operetions besz indicated that it is in the State's best
interests to base the percentaze of prodectioca to L2 sllocated tu State lands
on the ratic that the gos reservaes woderlying State lands bezrs to the gas
verarves noderlying the Lathrop Gos Wield, sdjusted for B.OU. differences io
zzeh producing zone. Thiz percentaga hog bcen devermined to be 0.5%8936 of one
TP Cent.

Unday the cowpensabory agreenent, Occldental Pebtroleum Corporabtion agrees o
aceount Yox and to pay in money Lo the State on pas produvced sud saved since
Jepuszy 10, 1663, on all wells nov or heresiter Grilled within the Lathrop Gas




CALEKDAR ITEM 25. (CONTD.)

Field, in accordance with the following schedule:

1. 16-2/3% of the ssle 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;

16-2/ %% of the sale or use value of all gasoline and other
products extracted from the quantity of gas allocated to
State lands.

The draft of the proposed compensaztory agresment has been reviewed as 1o
form by the office of the Attorney General and found To be satisfactory
provided that a ratification of compensatory royalty agreement execuled by

- the Gulf Oil Corporation ¥s added thereto. Gulf has executed the retifi-
cation delegaling to Occidemtsl Petroleum Corporabion the pover and authority
to enter into this agreement as though both of the lessees had been named as
parties to the agreement and had executed the agreement.

IT IS RECOMMENDED THAT THE COMMISSION, AS PROVIDED BY SECTION 6315 OF THE
PUBLIC RESOURCES CODE (IN LIEU OF THE DRILLING OF OFFSET WELLS ON STATE
LAND), AUTHORIZE THE EXECUTIVE OFFICER TO EXECUTE A COMPENSATORY ROYALTY
AGREEMENT WITH CCCIDENTAL PETROLEUM CORPORATION COVERING IANDS INCLUDED IN
THE IATHROP GAS FIELD, AS INDICATED IN EXHIBIT "B" OF SAID AGREEMENT, SO A5
TO PROTECT THE STATE'S INTFREST IN PORTIONS OF THE BED OF TEE SAN JOAQUIN
RIVER AND MIDDLE RIVER AND ASSOCIATED WATER COURSES LYING WITHIN PROJICIC
SECTION 33, T. 1 N., R. 6 E., PROJECTED SECTICN¥S 4, 5, 6, 7, 8, AMD G OF
T. 1 £., R. 6 E., 4ND PORTIONS OF PROJECTED SECTIONS 1 AND 12 OF T. 1 S.,
R« 5 E., M.D.B.& M., SAN JOAQUIN COUNTY. THIS ACREEMENI SHALL PROVIDE FOR
ROYALTY PAYMENTS TO THE STATE OF 0.538936 OF ONE PERCENT OF ALL CGAS AND GAS
PRODUCTS PRODUCED FRCM THE AREA INCLUDED IN THE COMPENSATORY AGREEMENT IN

- ACCORDANCE WITH THE FOLLOWING SCHEDULE:

L. 16»2/ 3% OF THE SALE VALUE OF ALL GAS ALLOCATED 70 STATE LLNDS, OR
15% ROYALEY FOR ALL CLS ALIOCATED T0 STATE LANDS TN THE EVENT THAT
IT IS NECESSARY T0 COMPRESS THE G&S FOR DELIVERY TO & TRANSMISSION
LINE;

16-2/3% OF THE SAIE OR USE VALUE OF ALL GASOLINE AND OTHER PRODUCTS
EXYRACTED FROM THE QUANTITY OF CAS ATLOCATED TO STATE LANDS.






