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@OMPENSATQRY GAS AGREEMENT sRe 5473

APPLICANT Shell 01l Company
’ P. 0. Box 92047
World Way Center
l.os Angeles, Qalifornia 90009

LOCATTON: Riego Area of gacramento Ailirport Gas Field;
o Saciamento and Yolo Counties. .

TYPE GF LAND: Soveﬁeign'laﬁgs in the Sacramento River.

PERTINENT INFORMATION:
A compénsatory gas agreement i$ proposed
whetreunder the State would be compensated
Ffor both past ad futuve drainage of gas
fyom State sovereign lands by wells drilled
by Sherl Oil Conmpany on uplands ad-joining
the State Lands @hthin the Sacyar ento Alrport
Gas Field area. The State lands include <
a portion of the bed of the Sacramento
kiver. Section 6815 of the Public Rasources
Code provides:
"Whenever it appears bto the Commiésion
chat wells drilled upon private lands
are draining or may drain oil ox gas
Lrom larids owned: by the State or where
khe provisions of Section 6827 are
leefied by the Commission to be impractical
in the particulax case by reason of
the small size oY irregulan configuration
of the property, or its inaccessibility
from surface drillsites yeasonably
available or obtainable, the Commrission,
in lieu of following the provisions
of Section 5827, may negotiate and
enterY into agreements with the ocwners
or operators of such wells on private
lands for the payment of compensation
to the State for such drainage, Or
may negobtiara and enter into leases
for the develogpment of the State lands
thfough drili%ng from adjoining lands
on'y;...“
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Shell has furnished well data on all of
the wells drilled in the area. Based upon

a reyiew of this data the staff and Sheil
have determined, and mutually agreed upon,
the wells that will drain State lands,

and that the Lands being drained will be
poaled into units of approximateiy 160
acres in accordance with. the provisions

of Exhibit "C" of the proposed agreement.
The State lands peuvcentage will be hased
o the ratio that the acteage of State
lands within the unit bears to the total
number of aeres included in such unit.

The State share of production from well
"Transamerics’; is 16.20 % and 1.55 % of
the production from well “Hershey Estake!,
These are the ounly wells presently located
in the unit that affect State lands.

Unider the proposed compensatory agreement,
Shell Gil Company dgreés to .account foi

and to pay in money to the State on gas
produced and saved from the wells and any
well hereafiter drilledawithin<thc’Riego

area that will drain gas from ad joining
State land, in accordance with ‘the £511lowing
schedulen

1+ 34% of the sale value of all gas ailocated
to State lands or 32% royalty [or all
gas allocated to State lands in tre
event that it is hecessary to compress
the gas for delivery to x transmission
line;

34% of the sale velye of all - ;
gasoline and other products extracted
from the quantity of gas allocated
*n State lands.

The draft of the proposed compensatory
agreement nas been reviewed and approved
by staff counsel.

EXHIBIT: A.  Area Map,

IT TS RECOMMENDED THAT THE COMMISSION, PURSUANT ) SECTLON
6815 QF THE PUBLIC RESOURCES CODE, AUTHOR)ZE THU LSSUANCE
OF A COMPENSATORY GAS AGREEMENT TO SHELL 0Tl COMPANY COVERING

THOSE STATE LANDS IN THE BED OF THE SACRAMENTOQ RIVER IN

THE RIEGO AREA AF THE SACRAMENTOQ. ATRPORT GAS FIELD, SACRAMENTO

AND YOLO COUNTIES, S0 &S TO PROTECT THE STATE'S INTEREST
IN SUCH LANDS. S
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