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~~·~ RJ!!Q~S~; :F9R· .Af?RPVAl;;~ "msT. ~$~N'Jt.~ ·:M,~P~~~O,~j' 6F. STA~: ~~" 
A..TID GAS,~ ,p~q 3:1-gO •. l,. AND. STA'JE: .OlL AND GAS ~~E· PRC: ;~42-.1 '(SECONDARY, 
REcoVlj}Rt') "-, .solJTH. ·ELwoon oFFsHoRfil rmtn, SANTA BARBARA comm-;- A~:tc · 
R~CHFIELD CO~Arr.f AND MOBIL OIL d6~PORA~ION - W·9327. 
Af~er consideration of Calendar Item 14 attached, anQ. U"pon ·i11otion duly made 
and ~arried" the following resolution was adopted: 

THE COMMISSION':, 

1. FINDS THAT A COOPERATIVE PLAN FOR OPERATION OF STATE OIL· AND 'GAS LEASES' 
PRC 3120.1 AND PRC 3242.l IS NECESSARY OR ADVISABLE IN THE PUBLIC.IN­
TEREST D!SOFAR AS THE SAME COVERS OIL AND GAS PRODUCED FROM 1mE RINGQN 
SANP FORMA'J:'ION .. 

2. PURSUANT TO ~CTION 6J30.2 OJ.i' '!'BE PUBLIC BE_SOURCES CODE, DETERMINES 
THAT IT IS IN THE BEST INT.!IBEST OF THE STATE THAT THE PROPOSED AMENDA ... 
TORY AGREEMENT BE ~1flliRED mro; AND 

3. AUTHO~IZES !lHE EXECUT:CON AND ISSUANCE OF A "FIRST AMENDMENT AND WDI ... 
F!CATION <'F STA'm OIL AND GAS t:.:ASE PRC 3120.1 AND STATE OIL AND GAS 
LEASE PRC 3242 .1 (SECONDARY RECOV'EHY), 11 A COPY OF WHICH IS HEREBY 
Mi\DE A PART HEREOF BY :RFiF.ERENCE TO· TBE OFFICIAL FILES OF THE COMMIS-

SIOI~. 

ALL OTHER TE'RJ.""18 AND CONDITIONS OF STATE on, AND GAS I.F.ASF.S PRC ;120.1 AND 
PRC 3242.1 SHALL BEMJ\IN IN JPUI.JJ FORCE AND Y.~'li'b!CT~ 

Attachment: 
Calend.a:r l~~em 11~ (2 :Pages) 
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BEQ~~T.":¥0R, APPROV,AL, ·~~~ ~NDMENT AND M6b!F~c~~~Ib~ o~ ~TA~ o:µ~ ·AND 
GAS .LEfJ?E PRC 3+20.1,,. Ai'W"!''J!A~. <?ILA~·~ LlW?~ .PRC 3242•.l,. (SE90~Y 
REQOVER'!f)"' .so~ ELWO~J), OFF~HORE' FIEI:'P, ~A ·B.!\~RA COt)N'JJY; ATLANTIC· 
RICHFIELD COMPANY AND MOBIL·OIL CORPORATION - W 93270 

.:, 

?cate. Oil and Gas Leases PRC 3120.1 and PR9 ;242.l were :ts~ued April 29, 
1964, and ,\p:.."il 8, 1965, respe~tively:,, to Richfield Oil do~poration· and 
Socony·Mobil Oil Company~ Inc., pursuant to competitive bid. Both lea~e~ 
cover State tide and SU:bmerged lands located within the Sou~h Elwood Off-
shore Oil and Gas Field (see Exhibit. "A

11
). 

The leases are now held ~Y Atlantic Richfield Company-, which resulted from 
the merger of Richfield Oil Corporation into Atlantic Ref:f.ning Company on 
January 3, 1966. Socony Mobil Oil Company, Inc., underwent a name change 
to Mobil Oil Corpor~tion· on May 18, 1966. 

Atlantic Richfield Company, as operator of the two leases, has submitted 
to, the Commission for approval a proposed :f'orm of "First Amendment and 
Modification qf State Oil and Gas Lease PRC 3120.l and State Oil and Gas 
Lease PRC ;24201 (Secondary Recovery), 11 which provides for secondary 
recovery operations in the Rincon Sand Formation. The proposed Amendment 
and Modification also provides f J~ unitization and pooling of the two 
leases only insofar as the same covers oil produced from the Rincon Sand 
Formation. Sections 6830.3 and 6832 of' the Public Resources Code -provide 
for such agreaments upon approval by the Commission. 

The leases now provide for the payment by the lessees to th~ State of 
graduated royalties, dependent upon average daily production from the 
wells. The required capital investment and addi tio11al operating costs 
for a secondary recovery program could not be justified by the lessee if 
the calculation of graduated royalty rates ·was also applicable to aug­
mented production resulting from a ·S"aeondary recovery program. Sections 
6S;6.l, 6830.2, and·()B30.3 of the Public Resources Code authorize lease 
modi;f'ications, with the approval of the Commission, for calt}ul.ation of 
royalties on "primary" oil at the aame rates that would have been appli­
cable under the unm0<..lified lease, and for establishing a royalty rate f-or 
the 11.seconda~y" .oil at not less th'an the minimum' royalty ra.te provided. 
for in the leases ·(in thi~ instance 16•2/3%). 

Complete calculated economic project:to~ll of the r~~lty rate on remaining 
primary pro9-~etion have be~n made. by the .staff' ail.d c~ncur~ea ... 1.n by ~e 
l~~s~~fJ,. and: have been incorporated in tpe prqp,osed. 'Firat .Ame~dl:l,..r~>.t a1PA 
Modification, .of State Oil an\i Gas Lease PRC 3120.J.. and .State Oil and. G~s 
Leat?e PRC ;5242. l. (Seaon.dary ~ecovery:)0• 'llla et.1ti~ted· ·avei-L\se rc;yaity 
rate on ··the remainins primary pi·oduction is +9.•*'}l.~ {if s~concta:rt recov­
eey 'bper~t~C:lt,16:· ,ti~~ i~i~i~te(i'. by ~C~JI!be~ 'l.e 1~71.') ,. ~whic..l\ .r~te ie propoae{i. 
-t,Q ~e: eata~l;tiahed ±,'o~ ·~~ ~~cc:>J?.dary pr¢u.cti6n: .. 
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'ThE! Offi~e Qf .the At~orney· G~nereJ. has reviewed the. proposed. Moti:tf:tc~tion: 
'.and: Aitlenc"4hen~ anq-. ~~s a~vised· tha:t ~t ~s :in. :compiianc$ with the' app+icable 
statutes of the Pul;>li'c Re1:1o~·q~s Cod~. 

·The proposed waterflood operations can be initiat~d· without ·dr±~:l;ing· 9r 
redrilling any addi tiqnal: wells. Two exis~ing wells are proposed 'to -be 
converted· to water injec'tion by remedial well work. There will be no 
additional impact on the enviroJ;!lllent inasmuch as the proposed op~rat~ons 
Will not require additional drilling. 

IT IO BECOMMENDED THAT THE COMMISSION: 

1. FIND THAT A COOPERATIVE PLAN. FOR OPERATION OF STATE OIL AND GAS LEASES 
PRC 3i20.1 AND PRC 3242.l IS NECESSARY.OR ·ADVISABLE IN.THE PUBLIC IN­
TEREST INSOFAR AS THE SAME COVERS OIL AND GAS PRODt]CED FROM THE RINCON 
SAND FORMATION •. 

2. PURSUANT· TO SECTION 6830.2 OF THE PUB~IC RESOURCES CODE, ·DETERMINE 
'l'HAT IT IS IN THE BEST I!~Ftl!:ST OF THE STATE THAT THE PROPOSED AMENDA~ 
'IDRY AGREEMENT BE ~NTERED INTO; AND 

3. AUTl{ORIZE THE EXECUTION AND ISSUANCE OF A "FIRST AMENDMENT AND MODI­
FICA'.P.ION OF STATE ·OIL AND GAS- LEASE PRC 3120.1 A~1) STATE OIL AND GAS 
LEAsE';FRC 3242.1 (SECONDARY RECOVERY)," A COPY OF WHICH IS HEREBY 
MADE A PART HEREOF BY REFERENCE 'ro THE OFFICil\L FILES 'OF THE COMMIS.,. 
SION. 

ALL OTHER TERMS AND CONDITIONS OF STATE OIL AND GAS LEASES PRC 3120.l AND 
PRC 3242 .1 SHAI.L REMAIN IN FUI,I, F0}.1CE AND EFFECT. 
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