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36. AMENDMENT OF ST~TE OIL AND GAS LEASE PRC 1466.i, 
RINCON OFFSHORE FIELD, VEN1'URA COUNTY 

D9riug COl)Sideration ,of ·Calendar I tern '36 attached, . 
Mr-. ·fj-; J. Everitts, .chi:e'f ,. Division 9f .~nergtJ and M~nerai 
Re~c>urc~s ·pev~lopment, ~xplainetj. the· :ie~see' wants to drti1 
a s~ngle ~~ploi'atoty wer+ to. a depth· of '-2 ,900 feet ~11d 
htl:!-S a~~~d. ;hat ·th~ i:oyalvY prqvtsions." pf, tJ;ie lease be. 
modtfted: '.tu milk1~ 'i'r· :etH)ViOffii:Ca'];lu- ·fa~s:fbl'e • ' ' ... ~~ ,, J ' 

The staff's mat'n put:~1¢G~ ~n agr~e~ng i:o ~hi~. amendment. 
i~ to. encourage ~he. tes·~e~ to 4:till a;\ ~xplCrp~~ory well 
i-~ the qe~p~r zo.n~s ~ Mr •. ~ver~tts ·poi~t~q: out. 't~i:~ . 
~me-p.dme~t involve~ only 9rte wei.i. 'He ·p9inted. out :if ~ 
e;liscovery· i~ m~d~, ·th~ st;a;~ \.?lli .negot:iat~ th~ re,a.~e 
·t~ri'ns for :(iny new ~q.s, .!6g\<ing part·~culS;r!y· at ~he n~t 
profits bi9ditJg c·oric~pt. ~omn:iissi9n~A+.t~rn~t~ $usapne 
Morg~n B,~ked ·Mr. Nort'h;r,op t·f .~hi's ain~ndmertt i's in the 
b~s.t·. interests qf .,;he, St;a~e~ Mr. ~~r~'1rol' · s~ated ~t; .was 
in ~hat th;s ~m~n~ment w~ll ma.Jr~ it ,econo1:ili:·gally feasib1e 
~q ~egin ~xploration 1n ~he, deeper zone~ w~ere th~ o~l 
,is considered to be of gor;>d qu~li-ty, C!-S Qpposed !ZP tne 
cur.rent gevel9pinent iri .~he shallow zones! Jack Hundley, 
i:,:epresetjti:ng Atlantic R~chfield Comp.any, confirmed 
Mr. N<;>rthre>p"' s statement. · · 

Upon mot~on' duly m~de and carri~d, the ~~~olution as 
presented in Calengar Item ~6 was approved: by a vote .of 
2~0. 

Attachment: C~lend~r Item 36 
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AME~DMENT OF STATE. btL. ~Nil GAS· ·LEASE PRC 14·6:6· .1 
JUNGPN QFFSHQR~-' 'FI~L.~ ~ v¢~tUR,A CbilNTY 

l\RCO· Oi'l and 'Gas com·pa.ny 
·~bse ·offl·c-e· ~Bc>x.1:4·t · 
Bakers·;«~eld, ·caii~orni~ 93302 

AREA AND LOCATION: . 
. S~ate oii. aP,~ G~~ 't.~~~e. ·Pi\C +466 •. 1 i~s ~QCf{ted 

91:&· ·og.~s~gl?e -t~qe -an~ $U.brn~rged +an4~« ·n~~i"' 
R:l;f,lco!i-.Point. ii9 V.~ntui"~ -·~¢~P~Y·. The ·9.~·~~~ 
include·s 1175 acres .on which· che lesf.tee 
h~$ . c;oristri.tcteci a· ~rii~J.irig and P.toduc-ing 
islan~ appro~im~~ely 30QO·feet from snor.e. 

PERTINENT INFORMATION: 

A 36 

s 18 

.. .Qn bctob~'r 30, 1980, the St,·C}te Lanq~ c~.,m­
m~.s~ic;m app,rov~d ARCO's app1i;cation to 
resume expl?r~tory Clr1lling operations 
on J..~~se ·:PRC 1466 .1, The project is the· 
~~ill~ng ~f a single e~~lbr*tqr~ well t~ 
ey1;1luate t;he Rej>ettQ· formati'on, a deeper 
hor~zori ~nderlying the pte~ent produc~ng 
zones ~t ~ti~ island. Tha Rep1ftto format:i:~·n 
is commercially productive ~t other locations 
in the area. 

Lease PRC 1466.i provi4~s tba~ oil royalties 
.are.c~l~~lated on.~ production sensitive 
sliding scale formula wit~ a· minim14m oil 
royalty rate of 30 percent. The lease docs 
not; proviqe for a maximum. rate, thet~-f ot·e, 
under the formula a royalty rate 0£ ioo 
percent ts r~ache~ at an average pet \"ell 
production rate 124 barrels per day •. 
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B,a~ed· on cin· analysis o·:f. the expected per­
formatu::e of the pr?p1)sed. t-;,ell ,. the· lessee 
would' be t~q4ired ·tp: pay a·. r~y,al ty rate 
of .1'.00 perc·el:lt for tf)~e first ·fiv~ years 
of prod~ction tinder ithe pres~nt royalty 
s9he4ttle and C\1'\ aver.!lge of 87 p~rc_ent; ;9r 
the lff~ ,of th~ w.eU.;:· Such a schedule -is 
n9t cgnsidet;"ed ·econoM.c by th~ .l~ssee and 
th~ Co~m~ssion staff:. Therfa~9re, th~ lessee 
requested a modi-fi~~t;on of the royalty 
t~rms for thi·s well. 

Se~fion 6821.2 of the ~.l.q. pro~t~e• ~hat 
wh'ep producti9n is e~()n~~~cally ''¢~'lf~~sibl~ 
1,m~~t ~h~ ·t!!_r]T1$ pf ,t;bJ~ i.ea~!?.,. t.ti.~ CPI1JJ!l:i,$'s.ion 
riiay ·;:enegotiat;e suc.~ .:~e*ms ~s are in the 
'bes'~· '*n!=.el;"~sts of the ·~tat~. 

ARCO al}~ ~taff hav~ agree~ otj, a pi;-opo~·ed 
o~l rgy~1ty sch~du.le f9r this w~~l.' Shoµid 
~l\~ W!al;-i. ·oe C<;mlfuerci~l:ly ,prodµ~tive ~o 
the· ·extent that additional wells would 
·b~' ~equired: 'ror ~ompl~te dev~~Qpment,: o~ 
t.h~. res~:t;."VQi'r., the ~oy~l~y· C,Qp$ideration· 
~ot the additiopal development ·~oui~· be 
de'b~rm~n~d a.t that ti.me. The .royalty pr()posed 
for t;his: well :Ls based 011 a sliding .scale 
formula which .. commences at a nt:Lnimum of 
i6 2/~. :pe.rcent rl.OQ · B/D,) esc~l~_ting ·llpwar~ 
.to a n:\~Xil'{lum. of .SQ percf?ht S:t; ~00 b~r~.~ls 
per ~ay .• Uud·er this ·royalty sct\equle, the 
s.ta;f .projects that the ~ve"J;age Sta~e royalty 
rate .would be ~2 pe·rc·ent,, which is the 
equi:valen,t of 63 perc~n:t ·Of the· net; profits• 
'!'he· royalty on ·natur~l gas ~'s .propos'ld 
to be. r~ised froin the l~ase requirement 
of 20· ;percent t:c 50 percent for this well. 

IT IS RECOMMEND~D THAT nrn COMMISSIO~: 
1. AUTHORIZE AMENDMENT OF STATE OIL AND GAS LEASE PRC 

1466.1 TO PROVIDE.THAT TiiE OIL ROYALTY FOR THE WELL 
TO BE DRILLED PURSUANT TO COMMISSION APPROVAL FOR· RE­
SUMPTION OF DRIL~ING UP,ERATIONS ON OCTOBER 30, 1980, 
SHALL B'E ACCORDING TO T~E FOLLOWING FORMULA: 

p ' 
R = 5 +0 ."'011f 
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WHERE R IS THE, RO¥AL7,''t RAT!::. IN ~l~RC::ENT, AND 

P IS THE AVERAGE' PRODUCTION OF CHL PER DAY D'ETERMINED 
BY DIVIDING THE TOTAL WELL PRODtJ1tTION !1"! BARRELS' FOR 
THE· MONTH 1BY THE TOTAL .NUMB.ER OF' WELL-PRODUC'l'ION DAYS 
O~· TWE~TY-fO~R ( ~4) HOQRS E.A~H. ~ J'RQVIDEO, H,OWEVER, 
THZ LESSE.:!: SHALL PAY AT ALL T1MF;S A MINIMUM OIL ROYALT~ 
RATE FOR. THI·S WELL ·OF NOT LESS 7CliAN SIXTEEN AND TWO-THIRDS 
(.i6 2/3) PI;:RCEN';t', AND A 1MA~IMU?'f OIL ROYALTY RATE OF 
NOT MO~E THAN FIFT,Y { SO) ~ER~ENT. 

FOR PURPOSES OF AP-PLY.ING. THE. ABOVE f'fJRMUL~~ A ·MULTIPLE 
·COMPLE'I1ION 'WELL ·sHAtt. :BE DEEMED· A. SE';PERATE 'WELL r'OR: 
.EACH' ZONE INTO WHICH 'IT i's COMPI,ETED AND PROl)UCING 
WHERE THE AVERAGE ·nArLY P.RODtfCTION EROM EACH \SUCH ZONE 
rs··sEPARATEtY~'MEAstrRED. ANif"THE.' i>Ilooue'i'fb~f "FRO-~,' EKCH ... 
sucifZONE IS ·PRODUCED THROUGH A SEPARATE .STRING OF 
TUBING OR THROUGH 'CASING WHI.CR IS NOT IN· COMMUN.ICATION 
\.JJ..Tl"f AN't OTHER ZONI!: •. . . . 

THE ROYALTY ON DRY .GAS, -NATURAL GASOLiNE AND OTHER 
·rRODPGtf: _EXTRACT~D AND SAVED :F'ROH· TH~ '.cAs PRODUC~·Q· 
·FROM ~HIS WELL SHALL ·BE 50 PERCENT OF 'rHE GROSS MARKEl' VALUE: . . . . , . . -

2. AUTHORIZE EXECUTION OF THE LEASE AMENDMENT TO THAT 
EFF¢CT WRICH IS ON FILE IN THE OFFICE OF THE COMMISSI.ON • 
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