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24. APPROVAL OF MODIFICATION OF RfJYALTY INTERESTS IN. '91 MAIN 
ZONE UNIT; HUNTINGTON BEACH,, ORANGE COUNTY - W 9121 ;· PRC 91. 

After consi.det·a ti on of Calendar ;:1.;em 22 attached, and upon 
motion duly made and carried, thr: following reFJolution was 
adopted: 

Trill COMMISSION: 

1 .. RESCINDS 1rHE RESOLUTION OF DECEMBER 19., 1974, AND 

2. AUTHORIZES THE APPROVAL ... '..~} THE 'rERMS OF AGREEMENTS AND 
DELEGATION OF AUTHORITY i'O THE STAFF TO ENTER INTO AGREE­
MENTS WITH 'rI-iE LESSEES r~F CERTAIN OF THE LEASES INCLUDED 
WITHIN THE 91 MAIN ZONE' UNIT AMENDING AND MODIFYING .SAID 
LEASES FOR THE PURPOSES OF CONTINUING A PROFITABLE LIFETIME 
OF THE 91 MAIN ZONE UNIT AGREEMENT AND MAXIMIZING ECONOMIC 
OIL RECOVERY AND THE STATE'S INCOME THEREUNDER, MORE 
PARTICULARLY DESCHIBED IN 'EXHIBIT 11A11 ATTACHED AND BY 
REFERENCE MADE A PART HEREOF. THE AGREEMENTS IDENTIFIED AS 
EXHIBITS I, II." III & IV ARE ON- FILE IN THE OFFICE OF THE 
STATE LANDS COMMISSION AND BY REFERENCE MADE A PART HEREOF. 

Attachment: 
Calendar Item 22 (5 pages) 
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CALEN~I\' 'XTEM· 

220 
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APPROVAL OF .MODIFICATION ·or ROYALTY INTERESTS IN 9:1' ~IA.IN. ZONE UNIT 
t '. ~ ' ' 

"• 

On December 19, 1974 (Minute It~m 27, page.1206, the c~·;zin:tosion adopted 
a resolution authorizing approval of' the ·term~ of agreements and delega·· 
tion of authority to ·the staff to enter ·into .. ~grcements with the various 
lesoees of the leases included within the 91. Main Zone Unit amending :lt:1d 
modtfying said letu~ee for the purposes Qf con~inuing a profitable life·· 
time of 91 .&in Zone Unit Agreement and maximi·.zing the State' a income 
thereunder. 

Subsequent to the December 1974 action and as a result of additional 
review of the impact that certa~n of the terms of agreements would 
have on maximizing Stat~ income frqm the 91 Main Zone Unit operati.ons, 
the Div:iaion staff and ·the State lessees renegotiated certain' terms of 
agreements. The amended terms, mutual agreed to by the State and 
lessees, results in an improved royalty revenue position for the State 
and have been approved by the Attor~ey General. The terms of agreements 
ar~ set forth in the atta,:hnlent Exhibit "A", and the agreements are on 
file in the Commission's office~ 

IT rs· ~COMMENDED TllAT''THE COMMISSION: 

. l'. RESCIND 'I'lill ru"LSOLUTIOM ·OF ·nECEHBEf~ lS, 1974, luiD 

2e AUTHORIZE THE APPROVAL OF THE TERMS OF AGREEMENTS AND DELEGATION OF 
< ' 

.AUTHORITY TO THE STAFF' TO ENTER INTO AGREEMENTS WITH THE LESSEES OF 
CERTAIN OF THE LEASES INCLUDED WITHIN THE 91 MAIN ZONE UNIT AMEND­
ING AND MODI~~ING SAID LEASES FOR THE PURPOSES 01" CONTI~ING A PRO­
FITABLE LIFETIME OF THE 91 MAIN ZONE UNIT AGREEMENT AND Mfi.,XIMIZING 
ECONOMIC OIL RECOVERY AND THE STATE'S INCOME THEREUNDER, MORE 
PARTICULARLY DESCRIBED INC EXHIBIT "A" ATTACHED AND BY REFERENCE 
MADE A PART HEREOF. THE AGREEMENTS IDENTIFIED AS EXHIBITS I, II, 
III & IV ARE ON FILE IN l~HE OFFICE 9F THE STATE LANDS COl1MISSION 
AND BY REFERENCE MADE A I,ART HEREOF. 

Attachment: Exhibit "A" 
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RESOLUTION OF AP~ROVAL OF THE TERMS OF AGREEMENTS AND 
DELEGATION OF AUTHORilY TO ·,THE EXECUTIVE OFFICER TO ENTER INTO 
.~GREEMENTS W~TH .THE LESSEES OF CERTAIN' LEASES INCLUDED WITHIN 
THE 91~1 MAIN ZONE UNIT AGREEING' TO· AMEND AND MODIFY AND ·AMEND­
ING AND MODIFYING SAID LEASES FOR THE PURPOSES OF CONTINUING 
THE PROFITABLE LIFETIME OF THE 91.l MAIN ZONE UNIT AGREEMENT, 
MAXIMIZING THE ECONOMIC RECOVERY OF OIL, THEREUNDER, AND . 
MAXIMIZING THE STATE• S INCOME 'THEREUNDER. 

I 

The Commission by this resolution approves the terms of, 
and delegates to the Executive Officer authority ·to enter into 
Agreements with the lessees of the price-sensitive Easement · 
Well Leases presently subject to the Main Zone Unit Agreement, 
Huntington Beach Oil and Gas Field~ Tideland Pool, Orange 
County, dated January lp ~972 and the lessees of PRa 91.l 
(herrd!tafter· referred to as "the said LeasesH) as follows: 

In recognition that Ci) the price of oil has increased 
substantially since September 1, 1973, (ii) the increases in the 
pri.ce of oil have proporttonately increased the State .royal ties 
calculated under the price-sensitive royalty formula presently 
in ef f P.c t on t.he said Leases except: P~ 91. l ~ (iii) there was · 
an overestimate of reserves recoverable urtder the Unit operations, 
.and (iv) therefore, operations to produce in paying quantities 
pursuant to said Unit Agreement, as well as profitable and 
feas:tble .oper~ti'ons, are threatened; and in r~c~gnition that 
royalty modifications and other considerations as set forth in 
parts II, III and IV of this Resolution are in the mutual and 
r~cip~ocal benefit of the parties and that said royalty modifica­
tions and other considerations are a fair', reasonable and good 
faith solution to extend the profitable lifetime of the 91.1 · 
Ma.in Zone Unit Agreement, and to settle any disputes between 
the parties in revising the ·royalty fonnula set forth in said 
Leases so that changes in market price of oil shall not have 
an unreasonable effect on t~e calculation of St~te royalties, 
the parties agree that the State and the respective leasees of 
the said Leases shall execute for each of the eaid Leases 
respec~ively, a a~parate Agreement amending and modifying each 
of said Leases as set forth in Parts II, III and IV ·of this 
Resolution and that the.Agreemen,t executed pursuant to this Part ~f 
this Exhibit, together with each Agreement entered into pursuant 
to Parts II and III of this Resolution, represents an equitable 
and binding resolution to the threat to profitable and feasible 
Unit operations. 
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The Comniiesion by th1$ Reoolution ap'proves t~e.: term9 of·,, 
and ·delegates to the. Executive· ·offic;ar authority ~o enter ·into,:· 
Agreements with Bµrmah Oil and Gae Company ~nd its co.•letH•ee~· 
amen$ling and modi'fying PRC 91 •. l and f.tll ·price•eene1t1ve taaem~nt 
Well Leases in which a partial or complete interest ~s ·held by 
Burmah Oil and Gas Company ana which are presently .included 
within the 91.l Main Zone Unit ae foll:ows~ 

(1) Each of the price-sensitive Easement Well Leeaees 
included in the 91.l Main Zone Unit Agreement .in which a partial 
or complete interest ~s held by Burmah Oil and Gae. Company, other 
than PRC 91'.l, will be amended to impose a maximum Stat~· oil 
royalty rate of 45% on oil allocated under .the Unit ~greement to 
such leases from and after December 1, 19,74 for the 1 i.fetime· of 
the Primary Produ~tion Period. For purposes of the Secondary 
P'rodu!;tion Period on these same leases the current price-
sensi t:ive royalty formula (that;. formula appli~able to secondary 
production before the execution of any Agreement. pursuant to· 
this resolution) will be unchanged except that a 757. mrudinum 
oil royalty rate will be effective ~rom October 1, 1974. 

(2) PRC 91.1 will be amended' sq ·that the royalty due 
to the. State from Burmah Oil and Gas Company and its co-lessees 
excluding Exxon Company, U.S.A$ as -to .the Main Zone (the Unitized 
Fo1:mation), ·will: be increased to the rate of 19% of 76-2/3% of 
the otl productfon .allocated .to PRC 91.1 under the Unit Agreement 
dur1n·g the Secondary Production ·Period·; ·provi.dcd, how~ver, thtAt 
in the event of the termination of the 91.1 tfain Zqne -Unit Agree= 
ment, the PRC 9lal Main Zone State royalty rate on Second~ry 
production or allocation shall remain 191. of 76-2/3~ of rac 
91.l·•a Main Zone oil throughout the lifetime of PRC 91.l's Main 
Zone. 

(3) Each of the price~sensitive Easement Well Leases in 
which': a partial or complete interest is· held by Burmah 011 and 
Gas Company and which is presently included within the 91Ql Ma.in 
Zone Unit will be amended to provide that ln the event the 9~ol 
Main Zone Unit Ag.reement ia t.:erminated J:?y the voluntary action 
of all or any of the Working Interest Owners, ~'lhicJl action ~ncludes 
but is not limited to the exercise of rights granted pursuant to 
Paragraph 18.2 of the Unit Agreement, or if secondary recov~ry 
operations shull cease on the leaae:l ~ands pur~tiant to Para,graph 2 
of ~he Secondary Recovery Amendment to: the respective price­
~e~sitivc Eaae~ent W~ll Lease.or ?aragt~ph 2 of. th~ Seconaary 
Recovery Amen(iment to PRC 91.l with respect. to the Unitized 
Formation under conditions which do nqt resul ~ in a termlnation 
of oaid Unit Agreement under Paragraph 18. + of said Unit Agreement, 
Burmah Oil .and ,Gae Compan.y wil 1 pay to the State ,the dol i'ar 
difference bet"!eeh the royalties actually received by tha State 
and .the r.oyal ties the State would h~ve received if the royalty: 
ra~crn of .sat~ price-se.!laitivc Easement Well Lea.s~s had .not 
~cen inoqified in 4e.cordance with .. £Ul< Ag>.7~ement ente~ed into pursuant 

• 1' 

l' .:' 

• • 

.· 



I 

' ' ' 

' ., 
f. I 

' . ' ' "' ' ·tj>· ·tht·t;. ·n.~a.Stµtio"j :prqvlde4,, '1l9wever~ tfi.~t th~ ··1n·9v'.i·d!~~n~. o·f1 

. tl\~21( Pe.i·~~j:'~p~· .ft1!4J,1; not appl)' ·to· tetfi·¢~~a~~on pf· th~ Unit: 
4\gre£m1ent ·fMirtJtia~t U't '~aragraph·. -18, l of th~'. 91. 1 Mo.in Zone;. Unit 
Agre~me:ntec 1• , • • 

' . _, 
I I 

, ('4' ,~-~ch. ·pr!.ce"!.i~·cm1H tirve1 ·Ea~eroerit ·ttfol l Lca~e in which·. 
~ partial ~~ complete in1tereot ts held by Bur:nah ·Oi~ end Oa1 
·~:Ompany and which ia presently in~luded in the 9t.i Main Zon~ 
Uni.lt Agreement and t:he 91. l lease, wU·l ,be amended to p:t;ovide 
t:h,':\C rude! Lease may not. be (\Ui tclaimcd or. otherwise surrendered 
tc> the Stat6 ·or any other party without the prior wr.Jtten consent 

.of' the State, whieh consent shall not be unreasonably withh~ld. 

XII 

The Comrnise1':>n by this Resolution Gpprovea, and delegates 
.to the staff au~hority to enter into, sep&rate Agreements with 
th:- leas.e~s o~. all ~f the ·p~.ice-sensitive Easement Well Leases 
pi'es.enti·y included, i~ th~ 91 •. l 'Main Zone T)nit Agreement other 
than thooe lP.UBes in whiqh a i:artial or complete interest is 
~eld. by Bu_rmah· Oil and G.1~8 Company, amending ancl. mod~fying such 
lea6:~:a as follows: 

( ~) t:;ach o~ these price-sensitive Easement W~~k l:i~!isee 
·ir,,.wh:ic.h Btirrriah Oil an4 Gas ·Company holds no intere~\': will be 
llll'.ended to pro·yide that the State oil royalty ~ate on oil . 
Allo<:ated ·to p:.;ch -si.1ch·l.e1:rne from Rrirl 11fter. D~e.Pmber 1: 1974 
throughout ·the Pr.:Li . .iry/Production Period of the 91.1 Main Zone 
Unit Agreeri1ent shall .be calculated as follows: 

(a) For purposes of this calculation, "Gross 
Proceed\~"· Me&ns t'l'e "reasonable ma?:ket price" Caa determined 
under· the provisions of ejch such Lease) of all oil allocated 
'under the ~1.1 Main Zone Unit Agreement to the Tracts covered 
by each such 'Leese. , 

(b) The. S,ta,te •·3 oil royalty rate shall equal the 
ratio iri percentage t~~~ the Gross ~roceeds iese a sum.of $2~25 
pe1· ,barrel ·of all: such oil allocated ~o the ·rracts CC?Ver:ed 
by each such Lease bears to the (_;ross Proceeds; prov;ded·, however,. 
the Lease~ shall pay at all times a minimum oil royalty as s~t 
forth in eQ.ch :lease. 

(~) Each 9£ tl)e price-sensitiv~ Easement Well Leases 
bi which ':e~rmah holds no- interest wit~ .. 'J>e amend~d co· that iri 
the ev!!nt that .thf· 91 ! t M~d.n Zone. Us:iit .Agreement is tei:min~ted 
by the volunt~ry ac.tion of !my or all of. ~he Working Interest 

·l'wn.era, wl~:tch. action ~·ncludes but :is not lim~ted· to an exercise 
of righta 1 :gran·t;~~ ,pursue.~t to .paragraph U~ .. 2' of the, Unit Agreeme.nt\\ 
ox: if, .. ~econdnry' 'I:-~covery .o_perat.ions aha! 1 cease o~ the leased 
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I \~and~· ~·rania~e .~o ,Paragraph t ·9f ',the: 'Second4~Y. 1Rocov~ry. A:n~ndment 
·to the· :~~~pee~ive prlcc·•oona1t1v~ ·~~Gement· Well Lease q~· 
Paragraph· 2 of .the :Secondary Recovery Amen~m/.mt ~o Pl\C: 91'• ~ . 
with roepee~· tb the Uniti~ed Formation under conditton1 ~hf.eh 
~o not reautt in a termin~tic;>n of said Unit Asrc.ement ·under 
Pt!ragr~ph 18. l o.f oaid Unit Agreement, the respective .letisee1 
will· pey to tho State the dollar diff~reqce between the 
royaltl~s the State would have'recetv~d if the royalty rstee 
of the subject leases had not been modified bt decordance with 
an ~sreement or Agreements entered into pursuant to thie rcaolution0 . 

t .. 
(3) Each ·pf ~he price-sensitive Easement Well :~easea 

in which Bu·rmnh hd1ldo no. interest will be .amended ao that said 
Leases may riot be quitclaimed or otherwise surr~ndered to the 
Stat~ or any otbcr par~y without the p~ior writt-.~n consent of 
the State, which consent shall' not he unreasonably withheld. 

IV 

Provided, hop~ver, that no. Agr "?ement pursuant to Pa~;t 
I,t; of this Resolution shall be executed unless and .until the 
Agreement approved in Part I of this Resol4ti<?n has been 
ex,ecuted; provided further that no Agreement pursuant to Part 
III of thts Resolution shall be executed unless and until the 
~greements approved in Part II of this Resolution has been 
executed. 
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