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MINUTE ITE4

X:» AVPLICATION FOR CCMPENSATORY ROYALTY AGREEMENT, WALNUT GROVE AREA, SAN
JOAQUIN AND SACRAMENTO COUNTIES; STANDARD OIL, COMPANY OF CALIFORNIA, THE DOV
CHEMICAL COMPANY, TEXACO INC., UNION OIL COMPANY OF GALIFORNIA, E. L. DOHENWY,
WILLIAM H. DOHENY, LUCY D. WASHINGION, AND E. C. BROWN, OPERATOR, AN
INDIVMAL had 1‘:.00 3753) AP.E.C. 296601.

After conmsideration of Calendsr Item 6 attached, snd upon motion duly male
and unanimously carxried, the following resolution was adopted:

THE COMMISSION, AS FROVIDED BY SECTION 6815 OF THE PUELIC RESOURCES COLE

(IN LIEU OF THE DRULLING OF OFFSET WELLS ON STATE LAND), AUTHORIZES THE
EXECUTIVE OFFICER T0 EXECUTE A COMPENSATORY ROYALTY AGREEMENT WIYH STANDARD
OIL. COMPANY OF CALIFORNTA, THS DOW CHEMICAYL COMPANY, TEXACO INC., UNION OIL
COMPANY OF CALIFORNIA, E. L. DONENY, WILLIAM H, DOHEWY, LUCY D, WASHINGTON,
AMD E, C. BROWN, CPERATOR, AN INDIVIDUAL, COLLECTIVELY REFERRED TO AS LESSEE,
COVERING LANDS INCLUDED IR THE VALNUT GROVE AREA, AS INDICATED IN EXHIRIT "B"
OF SATD AGREEMENT, SO AS TO PROTECT THE STATE'S INTEREST IN PORTIONS OF THE
BED OF THE SACRAMENIO RIVER, MOXELUMNE RIVER, SNODGRASS SLOUGH, AND GEORGIANA
SLOUGH, LYING IN SECTIONS 1 AWD 2, T. b N., R, & E., SEGTION 6, T. b N., R. § E.,
SECTIONS 23, 2k, 25, 26, 27, 34, 35, 4WD 36, T. 5 N., R. b E., AKD SECTIONS
19, 30, AND 31, T. 5 N., R. § E., M.D.B.& M., SAN JOAQUIN AND SACRAMENTOC
COUNTIES, THIS AGREEMENT $HALL PROVIDE FOR ROYALTY PAYMENTS TO THE STATE OF
6.4% OF ALL GuS AMD GAS PRODUCTS PRODUCED FROM THE AREA INCLUDED IN THE
COMPENSATORY AGRERMENT IN ACCORDANCE WITH THE FOLLOWING SCHEDULE:

1. }6-2/3% OF THE SALE VALUR OF ALL CGAS ALLOCATED TO STATE LANDS; OR 15%
ROYALTY FOR ALL GAS ALLOCATED 70 STATE IANDS IN THE EVENT THAT 17 IS
MCESHARY TO CRPRESS THE GAS FOR DELIVERY 70 A TRANSMISSTON LINE;

2. 16-2/3% OF THE SalE OR USE VALUE OF ALL GASOLINE OR OTHER PRODUCTS
EXTRACTED FRCM THE QUANTITY OF GAS ALLOCATED TO STATE LANDS.
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CALENDAR ITEM
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APPLICATION <OR COMEENSATORY ROYALTY AGREEMENT, WALNUT GROVE AREA, SAN

JOAQUIN AND SACRAMENTO COUNTIES; STANDARD OII, COMPANY OF CALIFORNIA, THE DCY
CHEMICAL CCMPANY, TEXACO INC., UNION OIL COMPANY OF CALIFORWIA, E. L. DOHENY,
WILLIAM H. DOHENY, LUCY D, VASHINGION, AND E. C, BROWN, OPERATCR, AN INDIVIDUAL-

0. 3755.

An epplicstion has been received from Union 0il Company of Celifornia, a
California corppyration, on behalf of Union and other lessees, for a compensa~
tory royalty agreement whereunder the State would be compensated for drainage
of gas from State sovereign lands by wells drilled on leas=d uplands adjoining
the State lands within the Walmut Grove area s shown on Exhibit "B" attached.
The State lands include portions of the bed of the Sacramzanto River, Mokelumne
River, Snodgrass Slough, and Georglans Slough, in Ssn Joaquin ard Sacramento
Counties. Such compensation would be in lieu of drilling offset wells on
State lands.

Section 6815 of tbe Public Resources Code provides: "Whenever it appesrs to
the Commission that wells drilled upon private lends eare draining or may drain
oil or gas from lands cwned by the State, the Commission, in lien of following
the provisions of Section 6827, may negotiate and enter into agreements with
tne owmers or operators of such wells on priva’te land for the peyment of
compenzation to the State for such drainsge”.

‘Standard 0il Company of California, The Dov Chemical Company, Texaco Tnc.,
Union Oil Company of Califor.de, %. J.. Dohery, William H. Tioheny, Iucy D.
Washington, and B, C. Brown, Operaior, an individuval, are The owmers of the
lessees' interest in uplend oil and ges leszes within the Walnut Grove area,
which includes portions of Sections 1 end 2, T. 4 H., R. k B.; & portion of
Section 6, T. 4 N., R. 5 E.; portions or all of Sections 23, 2k, 25, 26, 27,
34, 35, and 36, T. 5 N., R. 4 B,; and portions of Sections 19; 30, dnd 31,
T+ 5 N., R. 5 E,; M.D.B.& M., Secramento end Sen Joaquin Counties.

Thirty-four wells have been drilled and completed as producible in the Welnout
Grove aren, snd some of these wells are draining gas from the agdjoining State
lands. The State lands are all within the comparatively narrow chanunels of

the Sacramento River, Mokelumne River, Snodgrass Slough, and Georgiena Slough,
and therefore are considered to be located unsatisfactorily for inclusion in 5 g
any other reasonible type of reservoir development program such as would be Ly S
conducted under & gas lease offered pursuant to competitive public bildding. v g

*\‘ ; For the purpose of computing royalties, staff review of all dals developed

orfl during 4rilling operations has indicated that it is in the State’s best
L interest to base the percentage of production to be allocated to State lands S
? N on the ratio that the weighted volume of gas sand underlying 3hete land bears PN
>~;§Q; to the total weighted volume of gas send underlying the Walnut Grove ares. j et
This percentage has been determined to be 6.4%. $ *
T . Under the compensatory agreement, each party named as .essee Bgrees o account

L for and pay to the State a royaliy on the gas sllocated to State land on gas

L 48,932 ' 843 e
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@ produced and suved since June 16, 1958, on 211 wells now 6f hereafter drilled
within the Walnut Grove area in accordsumce with the following schedule:
L
Ry 1. 16-2/3% of the sale value of all gas allocated to State lands; or 15%
;"? s 3 royalty for all gas allocated to State lands in the event that it is
S necessary to compress the gas for delivery to & transmission line;
;}:;.L ; 2. 16-2/s5p of the sale or use value of all ganoline or other products
e extracted from the quantity of gas ellocated o State iands.

The draft of the proposed compensatory royalty agreoement has been reviewed as

to form by the office of the Attorney General and found to be satisfactory.

IT IS RECOMMENI®D THAT THE COMMISSION, AS PROVIDED BY SECIION 6815 OF THE

FUBLIC RESOURCES CODE (IN LIBU OF THE DRILLING OF OFFSET WELLS ON STATE IAND),

AUTHORIZE THE EX}CUTIVE OFFICER TO EXECUIE A COMPENSATCRY ROYALTY AGREEMENT

WITH STANDARD. OIL COMBANY OF CALIFORNIA, THE DOW CHEMICAL COMPANY, TEXACO INC.,

UNIOR OIL {OMBANY OF CALIFORNIA, E. IL. mmzx, WILIIAM H. DOHENY, LUCY D
WASHINGTON, AND E. C. BROWN, OFERATOR, AN INDIVIDUAL, conmcmmw REFERRED
T0 AS IESSF:E COVERING LANDS INCLUPED IN THE WAINUT GROVE ARFA, AS INDICATED
IN EXHIBIT "B" OF SATD AGRETMENT, S50 AS TO FROTECT THE STATR'S IWIEHEST IN
PORTIONS OF THE RED OF THE SACRAMENTO RIVER, MOKELUMNE RIVER, SHODCRASS
SIOUGH, AND GEORGIANA SLOUGH, LYING IN SECTIONS L AND 2, T. & N., R. L E.,
SECTION 6, T. 4 §., R. 5 E., SECTIONS 23, 2k, 25, 26, 27, 34, 35, AND 36,

T. § #., R. & E., AND SECIIONS 19, 30, Am 3L, T. 5 1«., R. 5 E., M.D.B.& M.,
SAN JOAQUIN AND SACRAMENTO COUNTIES. THIS AGREEMENT SHALL FROVIDE FOR
ROYALTY PAYMENTS TO THE STATE OF 6.1% O.e ALL GAS AND GAS FXODU(TS PRODUCED
FROM THE ARFA INCLUDED IN TEE COMPENSATORY AGREEMENT IN ACCORTANCE WITH THE
FOLLOWING SCHEDUIE:

1. 16-2/3% OF THE SAIE VALUE OF ALL GAS ALLOCATED TO STATE IANDS; OR 15%
ROYALTY FOR ALL GAS ALIOCATED TO STATE IANDS IN THE EVENT THAT IT IS
WECESSARY TO COMFRESS THE GAS FOR DELIVERY TO A TRANSMISSION LINE;

2. 16-2/3% OF THE SAIE OR USE VALUE OF ALL GASOLINE OR OTHER FRODUCTS
EXTRACTED FROM TEE QUANTITY OF GAS ALICCATED TO SPATE LANDS.
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