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MINUTE ITEM 

21. REQUEST FOR ".AMENDMENT AfID 110DIFICATION OF EXCHANGE OIL MID GAS LEASE 
3S'2·1 P.R.C~ (SECDrIDAftY RECOVERY)", HUNTINGTON BEACH, ORANGE COUNTY; SIGNAL 
OIL AND GAS COMPANY .. W. 0. 46o2. 

Follo·.,Ting presentation of C:D..endar Item 29, the Executive Offj.cer stated 
that this was the first application received pursuant to the statutes of 
1961, which, for tL~ first time, would authorize secondary recovery opera
tions under State oil and gas leF~es in the form proposed. 

UPON MOTION DULY :MADE AND UNAlUMOUSLY CARRIED, THE FOLLOWING RESOLUTION 
WAS ADOPTED: 

TEE COMMISSION: 

1. PURSUANT TO SEC..:"ION 6830.2 OF TEE PUBLIC BESOURCES CODE, DETERMINES 
THAT IT IS Ill 'lTIE BEST INTEREST OF THE STAT:m THAT THE PROPOSED 
AMENDATORY AGREIDMENT BE ENTERED INTO, AND 

2. AUTHORIZES THE EXECUTIVE OFFICER TO EXECUTE .00 ISSUE AN 
11
.AMENDMENT 

MID MODIFICATION' OF EXCHANGE OIL AND GAS illAf\E 392.1 P.R.C .. 
(SECONDARY RECOVERY)" .l:N TEE FOR.\1 REFERRED TO AS EXHIBIT 112

11
, 

W. O. 46o2, A COPY OF WHic:i IS HEREBY MADE A PART HEREOF BY 
REFERENCE TO THE OFFICIAL FILES OF T.BE COMMISSi:ow. 

ALL OTHER TERMS AND CONDIL.."IOHS OF EXCHANGE 1 >IL .AND GAS LEASE 392 .1 SHA.LI 
P~LCTN IN FULL FORCE .AND EFFECT. 

Attachment 
Calendar Item 29 (2 pages) 
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C.ALEND.AR ITEM 

29. 

REQUEST FOR 11."~IDMENT A.TID MODIFICATION OF EXCHAtlGE OIL AND GAS LEASE 392.l 
P.R.C. (SECONDARY F.ECOVERY) 11

, HUNTINGTON BEACH, om:GE COUNTY; SIGN.AL OIL 
AND GAS COMP.ANY - W.O. 4602. 

Agreement for ID....sement 39,.'.1 (location IMLp, Exhibit 111 11
) was issued 

September 26, 1938, pursuaLt to competitive public bidding, to Southwest 
Exploration Company for a t. eriod of 20 years. On September 25, 1958, in 
a~c~rdance with the provisions of Section 6827 of the Public Resources 
Code, new Oil and Gas Lease 392~1 was issued in ex.change for Agreement for 
Easf.mlent 392 .1. The term of the lease now held by Signal Oil and Gas 
Company is for so long 11as gas or oil is prod,uced in paying quantities", 
as authorized by the Public Resources Code. 

On ·May 28, 1959 (Minute Item 17, page 4860), the Commission approved a 
p:~ogram. $JJ°t'mi ttf'.d by the Signal Oil and Gas C0mpany, providing for a pilot 
water-injeGtion program, which WM commenced on August r -, 1959. Pilot 
water-inje.ction OJ?erations were discontinued on March lC., - 1961. Dur~.ng, 
the :t..._:ection perio~., approximately l2,ooo,ooo barrels of ocean water ·uere 
injected. Evall,l.O.tion .o1 the resultant eco!lontj.c and engineering data. iudi
cates the desirability of expanding the pilot water-injection program into 
fu11-z0~e waterfloods. 

The existe:·\ lease requires oil royalty payments to the State based on the 
calculatica of graduated royalty ~at~s determined by fo:rruu.ia fr9I'l the rates 
of production of the wells. The required :::apital inve·:s-tment and additional 
operating costs for a water-flood program could not be justified. by a 
lessee if the C3lculation of graduated royalty rates were also to be s.:ppli
oable t~ a~gi;n.en~ed production resulting from a water,(lc~d program. 
Ch~.pter 979, 3tstutfas of i961, which added Sec:"'.icns 6830 . .L, 6830.2, and. 
6830 .. 3 to the Public .f{esour~es Code authorizes lease mod.if5cations, w:!.th 
the approval of the Commission, fo.r calcula-cion of royalti~s on "primary" 
oil (.l..e., that which would he.ve been l:)rodU'ced without a water-flood 
.,t>rogrmn) at the same rat-c=s whioh would have been aJ?plice,ble \.D'.l.d::.i' the 
unmod.ii'ied lease, and for establ:tshlll.ent o~ ~'le royalty rate for the "secon
dary" oil (i.e., proO.uction re$ulti.1lg from the Wb.~er-flood operation) at 
not );ess than the mi~imum royaJ:ty ~~~vided liy the prior lease (in this 
in:::rtar::~, J.2#}. C·:>mplt:t1~ econQmic f!"~je\.!t ... ~;;s concurred in by les~~e a.eel 
ste.:ff .:-!:!±:ime.te the e1UJ.ve1ent avt.,,.·age :.r:oyalty rate on rem:.tining ":prima..711 

production 1;1.t 13 .. J.~ (if secondary recovery o:p~-rations a,r:~ initiated by 
J~ua.:ry :i, 1964), which rate ls proposed. to bE' established for till 11secon
~ary'production. 

The engineeriri~ a~~ economic determinatiocs requi~~~ by S:ctions 6830.1, 
6830 .. 2, and 6830 .. ;, }~~.lie ResrJurces :'od:e, :Lava been made and. inco~orated 
in a propooed ft :m. of ~'Amendment and :t.!odificati.on cf Exchar,ge 0:.1 atJ.d. r s 
J.Jease 392 _. l F ,. I~. C "Secondary Recovery) 11 (E:<ll:tbi:; 112 11 e.ttachet1) • This 
documen·c has 1'~· ~41 reviewed air to leeali-t.y by ·.;,ht.• of'Zice of t~~ Atto.r:ney 
General, wllo han cdvisecl by informal O~;l..Tiion (Exhibit "3'') i.;hs.t the pro
posed ~en(lme.1t and modification :! s in ~vmplianc.e with the applicable 
statu---... ~s of the Pt,bl:.:.c Rer.-1ou.rcas Code. 

A 69-71 
d, 35 
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9Ar;r:J::.OAR ITEM 29. ( co~rrp_. ). 

IT IS RECOMMENDED THAT THE C0~1MISSION~ 

J.a PURSUANT TO SECTION 6830.2 OF TIIE PUBI.iIC RESOURCES CODE, DETERMINE THA'!? 
...... 

IT IS IN THE BEi3T IN'l.1Em:arr OF THE STATE THAT THE PROPOSED .AMENDATORY 
AGREEMENT DE JiJNti'EBED INTO, AND 

2. P .. tTHORIZE THE EXECUTIVE OFFICER TO EXECUTE AND ISSUE AN 
11
1\MENrMENT Mm 

MODIFICATlON OF EXCHANGE OIL AND GAS LEASE ;92. l P. R, C. ~ BEC(JNDARY 
Bi:COVER'I) " IN THE FOBM REFEBRED TO AS EXHIBIT 112", 1::. 0. 46o~, A COPY 
OF WHICH r,-:; HEREBY MADE A PART HEREOF BY REFERENCE TO T"rlE OFFICIAL 
FILES OF THE COMMISSION. 

Aiili OTHER TERMS AND CONDITIONS OF EXCHANGE OIL AND GAS Ll".ASE 392.1 SHAL:W 
REMAIN IN FULL FORCE .AND EFFECT. 
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