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5/25/67 

49. 0 THIRD AMEIIDMENT MID 'bICDIFICATION OF STATE on., AND GAS LEASE P.R.C. 
186 .ln (SECONDARY RECOVERY), BELMONT OFFSHOBE FIELD, ORANGE COUNTY; HUMBLE 
OIL & REFitmiG COMPANY .Ann mXA.cO INC. - W~O. 6280 .. 

After consideration of Calendar Item 14 attached, and upon ~otion duly made 
and unanimously carried, the follo~r.ing resolution was adopted: 

THE COMMISSIOU: 

J.. PURSUANT TO SECTIOM 6830.2 OF 1BE PUBLIC RESOURCES CODE, DE"JEBMINES 
THAT IT IS IN THE BEST Ill'IEBEST OF THE STATE 'nf,A.T THE PROPC'iSED 
AMENDATORY AGBEE?-ilEiiT :bE E11TERE'D INTO; AND 

2. AtTT.HORIZES THE EXF.cuTIVE OFFICER TO EXECUTE AND ISSUE A nTEIIRD 
NOOENDMEUT AlID MODIFICATIOl~ OF STATE 0IL AND GAS- LEASE P.R.C .. 186.ln 
(SECO!tlJ)ARY BECOVERY) A COPY OF WHICH IS 1·1.0JE A PART-'JIEBEOF BY. REEER­
ENCE 'ID THE OFFICIAL FIIES OF mE COMMISSION~ 

ALL OTHER 1ERMS AND CONDITIONS OF STATE OIL MID GAS LEASE P.It .. c .. 186.1 SHALL 
REMAIN Ili FULL FORCE AUD EFFECT. 

Attachment 
caiendar Item 14 (2 pages) 
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CALE!IDAR ITEM 5/67 

14. 

BEQUEST FOR 11THIRD AMEIIDMEUT AND MODIFICATIOl! OF STATE OIL AND GAS LEASE 
P.R.C. 186-111 (SECOIIDARY RECOVERY),, BEIMONT OFFSHORE FIELD, OBAWGE COUNTY; 
HUMBIE OIL & REFINING COMP.t\J."fl MID ci'EXACO INC. - W. 0. 6280. 

An application has been received from Humble and Texaco requesting modifica­
tion of Lease P.R.c. 186.1 to provide for secondary recovery. 

Oil and Gas Lease P.R.c. 186.l (Exhibit 1) was issued on September 24, 1945, 
pursuant to_..competitive public bidding, to Marine Exploration Company for a 
period of 20 years, an(J on Februa:ry 28., 1950, the lease term was extended by 
the Commission in accordance with the provisions of Section 6827 of the Public 
Resources Code. The prese~t lessees are H\lillble Oil & Refinir.1.g Company and 
Texaco Iuc. 

On June ll, 1958 (Mi)'J.Ute Item .3, :page 4055), the Commissi-on approved a pilot 
water-injection progr~, which was commenced in November 1959· Pilot wa.ter­
injection opeltations were discontinued in February 1965. During the period 
approximate~'· 4,890,000 ba~els of ocean ~ter were injec ~ed.. Evaluation of 
the resultant economic a,p.d. engineering data. indicates tJie desirability of 
eXl?anding the pilot 'WB.ter~injection prog~am into full-zone waterfloods. 

The existent lee,je requires ·-oil royalty :Payments to the State based on the 
calculation of graduatec). ind.t:vidual well roya1-r;~ _ates determined by produc­
tion of ee.r.;h of the wells-- The required capitr?J. investment and additional 
uperating costs for a vra.terflood program can not be justified by the lessee 
if the calculation of grr,iduated royalty ratas is applied to augmented rates 
of :production resulti11$' fron1 a w.a,terflood progrn.-n. Chapter 979, Statutes 
of 1961, rmich added &ctions '€850 .. 1, 6830.2, anq. 6830.:; to the Public 
Resources Code, authorizes lease mo1lifications with the approval of the Com­
misi:1ion for cal~ulation of royalties on "pr-lmaryu oil (i.e., that which would 
have been produced without a secondarJ recovery program) a.t the same rates 
tha.t«w.ould have been applicable under the unmodified. lease, and for est!i.blish­
ment of the royalty rate for the "secondar/' cril (i.e., production resulting 
from the secondary recovery operation) a.t not less than the minimum royalty 
provided by the prior lease (in this instance 16-2/3"fo). Complete ec,onomic 
projections, concurred in 'by lessee and staff, estimate the equivalent average 
royalty rate on remaining 11prima:ry" production at 18.,356'% (if secondary 
recovery operations are initiated during June 1967), Wich rate would be 
established for all "secondary" production. 

The enginee!'ing and economic determinations required by Sections 6830.1, 
6830.,.2, and 6830!3, Public Resources Code, have been ma.de and incorporated 
in t.t proposed form of "Third .Amendment and Modification of State O:i.l a.nd Gas 
Let:tse P.R.C. 186.1" {Secondary Recovery). Afte:t" a revie~-r a.s to t!le legality 
of the mod.ificati,Jn form, the Office of the Attorney General has tJ.dvised that 
the proposed amendment and modification is in compliance with the applicable 
statutes oi' the Public Resources Code • 
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CAraNDAR ITEM 14. (CONTD.) 

IT IS BECC»1MENDED THAT THE COMMISSION: 

1. PURSUAflT TO SECTIOM 6830.2 OF THE PUBLIC RESOURCES CODE, DETERMINE 
THAT IT IS IN THE BEST INTEREST OF THE STATE THAT Tm! PROPOSED 
AMENDATORY AGEEEMENT BE ENTERED INTO; AND 

2. AUTHORIZE THE EXECUTIVE OFFICER TO EXECUTE AND J.SSUE A 11THIBD 
AMEI'IDMEHT A.TID MODIFICATION OF STATE OIL .MID GAS 1EASE P.R.C. 186.l'! 
( SECOIIDARY RECOVERY) A COPY OF WHICH IS MADE A PART BEEEOF BY REFER­
ENCE TO THE OFFICIAL FII.ES OF THE ·COMMISSION. 

ALL OTHER TERMS AND CONDITIONS OF STATE OIL AND GAS !EASE P.R.C. 186.1 SHALL 
REMAlll IN FULL FORCE MID EREECT, 
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