MINUTIE ITEM

34k. CONSIDERATION OF OIL AND GAS LEASES, SANTA BARBARA COUNTY -
W.0. 3557,

In presenting Supplemental Calendar Item No. 45 attached, the Executive
Officer called attention to the fact thet the suggested modifications in
the basic lease form used in 1958 were preliminary, end that it was pro-
posed to present this matter to the Commission for further consideration
at its October meeting, following a review with the office of the Attorney
General, with industry committees, and with officlsals of Santa Barbars
County. It is anticipated that blds would not be closed sarlier than
mid-January of 1961. '

The Chairman explained that the Commission sction regarding the Shell Oil
Company spplication to open tideland fields off Santa Barbara County for
competitive bidding by all oil companies and ultimate drilling by the
successful hidder involved o decision to lesse on a bonus-bld rather than
any slternate~bid basls, and that consideration of the matter by the Lands
Commission hed extendéd over many moaths. It is the Comnission's decision
that this is the way to bring maxizum revenue to the psople of the State
of California in the long run. Any leases will be drawn to protect the
beauties of the Sants Barbars shore.

UPON MOTION DULY MALE AND UNANIMOUSLY CARRIED, THE FOLLOWING RESOLUTION
WAS ADOFTED:

THE COMMISSION:

1. DIRECTS THE EXECUTIVE CFFICER TO COMPLETE A REVIEW OF THE PROPCSED
FORM OF OIL AND GAS LEASE UNDER W.O0. 3537 THROUGH CONFERENCE WITH
THE OFFICE OF THE ATTORNEL GENERAL, PETROLEUM AND OTHER INDUSTRY
COMMITTEES AND THEIR INTERESTED MEMBERS AND THE REPRESENTATIVES
OF THE COUNTY OF SANTA BARBARA.

DIRECTS THE EXECUTIVE OFFICER TO PRESENT FOR TCMMISSION CONSIDERA-
TION, AT THE OCTOBER 1960 MEETING, A PROPOSED FORM OF OIL AND G&S
IEASE APFROVED BY THE OFFICE OF ‘I‘HE ATTORNEY GENERAL AS TO FORM AND
COMPLIANCE WITH DIVISION 6 OF THE PUBLIC RESOURCES CODE, WITH
RECOMMENDATIONS AS TO SPECIFIC AREAS OF TIDE AND SUEMERGED LANDS
FOR WHICH THE COMMISSION SHOULD AUTHORIZE PUBLICATION OF NOTICES

—T0-RECEIVE.BIDS FOR OIL AND GAS I¥ASES. = . __

Abtachment
Calendar Item 45 (& pages)
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CONSIDERATION OF OIL AND GAS LEASES, SANTA BARBARA COUNTY -~ W.O. 3537.

Pursuant to a letter request received from the Shell 0il Company that the
Cormission consider offerins, for oil and gas lease, under the Public Resources
Code, approximately 37,000 acres of tide and submerged lands offshore in
Senta Barbara County, tbe Commission authorized the Executive Officer to pro-
ceed with the publicatson of *+.ie notice, reaquired by Section 6873.2 of the
Publlic Resources fode, that “ae Commissgion intends to consider offering leases
for the extraction of o0il » 4 gas. The area under consideration includes all
the tide and submerged 1r .ds not covered by existing State 0il and gas leases
lying between the westernmost State oil and gas lease in the Elwood Field and
Point Conzception, Santa Barbara County, and extending seaward three nautical
miles, containing approximately 50,000 acres (Minute Item 27, pages 5908-09).

No hearing was requested by the County of Santa Barbarse, as provided for in
Section 6873.2 of the Public Resources Code. However, the Commission did
authorize and hold a review in Los Angeles on oil and gas leasing policies
on May 31 and June 1, 1960 (Minute Item 27, pages 5908-09), and a review in
Santa Barbara County of proposed oil and gas lease terms and conditions on
August 25, 1960 (Minute Item 28, peges 61T7-T78).

A staff review of proposed olil and gas lease texrms and conditions for bid
offer has been completed, in which full consideration was given to the informa-
tion received at the «foresaid Commission reviews and to the operating and
administrative experience deérived from the last series of five oil and gas
leases awarded by the Commission in Sante Barbsra County in 1958. As & result,
it is suggested that consideration be given to the utilization of the same
basic lease i. .n and bid invitation conditions as spplied for Leases P.R.C.s
2198, 2199, Ral%, 2206, and 2207, awarded in 1958, with the following
modifications; (These proposed modifications are also indicated by riders

on the attached copies ¢f the prior lease form referred to above. )

Page 2
Tnsert as Section 1 on pege 2, and renumber all following sections:

‘In consideration of the issuance of 011l and Gas Lease Work Order

o — -

, the undersigned, wno has executed this lease form on page 17
hereof, agrees to pay the State of California a cash bonus of

Purpcse: To eliminate any question that the payment of <the cash bonus
is a portion of the consideration and included in the lease, Statements
relative 4. bonus payment were previously ccatained only in an exhibit
to the loase and in the cutline of bidding procedure.




SUFPLEMENTAL CALENDAR ITEM 45. (CONTD, )

Page 2, lines 28 to 3Q

Bubstitute:

"The term ‘commence operatlions', as used in this lease and in Exhibit 'A'
attached hereto and by reference mede & part hereof, is hereby defined to
be the actual penetration of the ground with & drilling bit."

Purpose: To provide consistent inclusion and referemcing of exhibits
throughout the lease form.

Page 4, following line 26

Add new paragraph:

"In the event of the conduct of secondary recovery operations by the Lessee,
with L2 approvaW of the State, the oil rcvalty ggngla pursuant 1o this
section and Exhipit 'B' hereof shail be cateulated at the primary production
rate which would have been in effect absent any stimulation from the
secondary recovery Operations.’

Purpose: To provide for equitable oil-royalty-rate computation based on
the primary production rates of wells, To eliminate dual costs to the
Lessee which would result from the cost of installation and operatiocn of
secondary recovery operations and payment of accelerated royalty rates
resulting solely from accelerated production by reason of the conduct of
se¢ondary recnvery operations.

Page &, lines 9 through 12

Substitute:

%11, The Lessee shell commence operations for the drilling of wells into
the leased lands in sccordance with Exhibit 'A' dff#fddd Ue¥dfd hereor

il Y YeRELPNAE oiddd 4 feit WYdPf, and shall thereafter diligently

prosecute such operations.

Purpose: To provide consistent inclusion and referencing of exhibits
throughout the lease form.

Page 19, line 12 and line 17

Substitute 6,000 feet" for "“8,000 feet",

Purpose: To establish the optimum well-density compatible with the interw
related factors of well-drainsge area, depth of productive horizon, and
costs of drilling sites.




SUPPLEMENTAL CALENDAR ITEM 45. (CONTD. )

Page 19, lines 25 through 29

Substitute:

"respectively. A well may, with the approval of the State, be completed
in more than one zone, and for the purpose of satisfying the drilling

requirements of Subparagraphs a, b, and ¢ of this ws~ction, and for #\,19!;4
the purposes gify of this lease shall be considered a scparate well for
each zone into which It is completed and PYgdydiyé¢ from which it can and
does produce separetely.” |

Purpose: To assure proper lease accounting for the total effective number
of separate producing wells.

Page 21, lines 1L through 18

Substitutes:

"8, No permsnent filled lands, platforms, or other fixed or floating
structures for well sites or other operations for oil and gas development
from the area leased hersunder shall be constructed, used, meintained,

or operatzd at an elevation above extreme low water et any location less

‘than "~ Statute mile seaward of the ordinary high weter merk of the
Pacific Ocean;"”

Purpose: To assure that the specification of minimum distances offshore
prescribed for filled lands, platforms, fixed or floating structures, and
appurténant facilities would apply only to such structures and facilities
=2 progecy above the water. ‘

NOTE: Sections 7 and 8, page 21, prohibiting the construction or use of
plers and the placement of offshore facilities closer than a specified
minimum dirtance offshore, would be applicable only to areas considered for
lease offer easterly of Gaviote, Santa Barbara County.

The foregoing proposed revisions have not been reviewed with the Office of the

Attorney General, with industry committees, or with officials of Santa Barbara
County.

IT IS RECOMMENDED THAT THE COMMISSION:

(1) DIRECT THE EXECUTIVE OFFICER TO COMPLETE A REVIEW OF THE PROPOSED
FORM OF OIL AND GAS LEASE UNDER W.0. 3537 THROUGH CONFERENCE WITH
THE OFFICE OF THE ATTORNEY GENERAL, PETROLEUM AND OTHER INDUSTRY
COMMITTEES AWD THEIR INTFRESTED MEMBERS, AND THE REPRESENTATIVES
OF THE COUNTY OF SANTA BARBARA.
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SUPPLEMENTAL CALENDAR ITEM 45, (CONTD.)

(2) - DIRECT THE EXECUTIVE OFFICER TO PRESENT FOR COMMISSION CONSIDERA-
TION, AT THE OCTOBER 1960 MEETING, A PROPOSED FORM OF OIL AND GAS
LEASE APPROVED BY IHS OFFICE OF THE ATTORNEY GENERAL AS TO FORM AND
COMPLIANCE WITH DIVISION 6 OF THE PUBLIC RESOURCES CODE, WITH
RECOMMENDATIONS AS TO SPECIFIC AREAS OF TIDE AND SUBMERGED LANDS
FOR WHICH THE COMMISSION SHOULD AUTHGRIZE PUBLICATION OF NOTICES

TO RECEIVE BIDS FOR OIL AND GAS LEASZ3S,

A~



