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16. APPLICATION FOR COMPENSATORY ROYALTY AGREEMENT, LIBERTY ISLAND FIELD, 
SOLANO COUNTY;. RESERVE OIL AND GAS COMPANY; TEXACO 	Sa=1DARO OIL 
COMPANY OF CALIFORNIA; LENNART G., ERICKSON; SERGEANT M. REYNOLDS; 
3. S. ZEMAN; AND MAX NEWTON", d.b.a. FALCON PETROLEUM COMPANY - W.O. 4238, 
P.R.C. 3238.1. 

After cOnsidrratibn of Caltindar Item 15 attached ), and upon motion duly 
made and unanimously carried, the following res,plution was adopted: 

TIM EXEC IVE OFFICER IS =HORT= TO EXECUTE A COMPENSATORY ROYALTY 
AGREEMENT WITH RESERVE OIL AND GAS COMPANY; TEXACO INC.4 STANDARD OM 
COMPANY OF CALIFORNIA; LENNART G. ERICKSON; SERGEANT 11. REYNOLAS; 
3. S. MERRIAM; AND MAX NEWTON, D.B.A. FALCON PETROLEUM COMPANY, COLLECTIVELY 
REFERRED TO AS IF1SEE, COVERING LANDS INCLUDED IN THE LIBERTY ISLAND GAS 
FIELD, AS INDICATED IN EXHIBIT "B" OF SAID AGISSIENT, TO PROTECT 	sTATE,, s. 
INTFMT PORTIONfil OF TM 'MDS OF CACHE SLOUGH, PROSPECT SLOUGH, MINER 
SLOT , SNAG eLoun 	LTNDSEY SLOUGH, LYING d AU- OR LFORTIONS OF 
SECTIONS 6, 7, 16, 17, 18, 19,  2Q, 21, 28, 29, 30, 31, 32„ T. 5 N., R. 3 E.4 
AND PORTIONS OP SECTIONS, 25 AND 36, T. 5 N., R. 2 E., M.D.B.81 	SOLANO 
COUNTY. THIS AGREEMENT SHfLL PROVIDE ROYALTY PAYMENTS TO ‘gitr4 STATE OP 
21.000% OF THE VALUE OF ALL GAS, GASOLINE, AND OTHER PRODUCTS SOLD OR USED 
FROM THE TIMIS OF SUCH PARTY WITHIN THE SOUTH POOL OF SAID LIBERTY ISLAND' 
GAS,  nap, IN ACC ADANCE WITH THE FOLLOWING SCHkDULE: 

1. 16-2/3% OF ME SALE VALUE OF ALL GAS ALLOCATED TO STATE LANDS; OR 15% 
ROYALTY FOR ALL GAS ALLOCATED TO STATE LANDS IN THE EVENT TUT IT IS 
NECESSARY TO COMPRESS THE GAS FOR DELIVERY TO TRANSMISSION LINE. 

2. I6-2/3% OF THE mg' bR USE VALUE OF ALL GASOLINE AND (AVER PRODUCTS 
EXTRACTED MOM THE gummy OF GAS ALLOCATED TO STATE LANDS. 

Attachment 
Calendar Item 35 (2 pases) 
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APPLICATION FOR COMPENSATORY ROYALTY AGREEMENT, LIBERTY ISLAND FIELD, 
SOLANO COMM; RESERVE OIL AND GAS COMPANY; TEXACO INC.; STANDARD OIL 
COMPANY' OF CALIFORNIA; LET ART G. ERICKSON; SERGEANT 14. REYNOLrS; 
J. S. MERMAN; AND MAX NEWTON, d.b. a, FALCON PETROL= COMPANY -
W.O. 4238. 

application has been received from Reserve Oil and Gas Company, a 
California corporation, on behalf' of the other lessees, for a compensa-
tory royalty agreeMent whereunder the State would be compensated for 
drainage of as from State sovereign lands by wells drilled on leased 
uplands adjoining the State lands within the Liberty Island Field, as 
shown on Exhibit "B" attached. The State lands include portions of 
Cacher"Slough, Prospect & ugh, Miner Slough, Shag Slough, and Lindsey 
Slough, -  14,Se:1:ape County. Such compensation would be in lieu of drill-
ing -offset we is on State lands. 

Section 6815 Of 'the Public Resources Code pre 	s: "Whenever it appears 
to the Coennistion- that wells .4:rill:ea upon private lands are draining or 
may drain oil or 	from 	Owned by the State ;  or where the 1377.00 
visions of 'Section 6E2-1-  are eiteeted by the ie'onemission to be irepracticaelei 
the par-Um:ear 'case. by reason of the man size, or irregular coeiguration 
of the property, or its, inaccessibility from surface drill sites reeaeonably 
available or dotal-1\01e,, the Commission, in lieu of following the Pro ,  
visions of Section 6827, may negotiate and enter into agreements with the eee< 

I F 	av-ii-rers or --,eparators elf such wells on priveetee lands for the payment ef 
compensation to the State for such drainage, or may negotiate and enter 
into leases for the development of the State_ lands through drilling from 
Adjoining lends onlY. • ee u  

Reserve Oil and Gas Coeipany; 'Texaco Inc.; Stendeed -  Oil elereparey of California; 
Lennart G. Ericksoe; Sergeant M.Rey). eolda; J. S. Merriet; and. Max Newton, 
d.b.a. Falcon Petroleum Company, are the owners of the lessees' interest 
in-upland oil and gas leases within the Liberty Island Field, which includes 
portions or all of Sections 6, 7:  16: 17,  18, 19, 20: 21, 28, 29, 30, 324  
32; T. 5 No e  B. 3 E., and portions of Sections 25 and 36, T. 5 N., R. '2 E. 
M.D.B.Oe the olano County. 

The proaUctive structure of the gas field. is divided into a South Pool and 
North Pool; all of the productive State lands overlie the South Pool. 
Eleven wells have been drilled and completed as producible in the Liberty 
Island Field,. including eight in the South Pool and three in the North 
Pool, and some of these wells are draining gas from adjoining State lands. 
The .State lands are 311 within the comparatively ilar,CQW channels of the 
aforesaid sloughs, and therefore are considered to be located unsatisfac-
torily for inclusion in any other reasonable type of reservoir development 
such as would be conducted under a gas lease offered pursuant to competi-
tive public bidding. For the purpose of completing royalties, staff review 
of all deta developed during drill" ing opelatiens has indicated that it is 

10957 



CALENDAR ITEM 1.5 f, (copTID) 

in the States best interest to base the percentage of production to be 
allocated to State lands on the ratio that the volume of gas sand underly-
ing State land bears to the total volume of gas Sand, underlying the South 
Pool of the as field. This percentage has been determined to be 21.000%. 
The area that is productive in the North Pool does not undeTlie State 
land. 

Under the compensatory agreement, each party nerved as lessee agrees to 
account for and pay to the State a royalty (except that Reserve Oil and 
'Gas Company I.411 account and forward royalty payments on behalf of 
Lennart G. Erickson; Sergeant M. Reynolds; j. S. Merriam; and Max Newton, 
d.b.a. Falcon Petroleum Company, on the gas allocated to State land 
produced and saved since August 22, 1961, and hereafter produced from the 
South Pool of the Liberty Island Field, in accordance with the following 
schedule : 

1. 16-2/3% of the sale value of all gas allocated to State lands; or 
15% royalty for all gas allocated to State lands in the event that 
it is necessary to compress the gas for delivery to a transmission 
line; 

2. 26-2/0 of the sale or use value of all gasoline and other il.oducts 
exti-acted from the quantity of gas allocated to State lands. 

The draft of the -,?rpposed conipensatpry royalty agreement tas been reviewed 
as to form by the office of the Attorney General and fourld to be satis-
factory. 

IT Is- BEcommiAmme THE COYMISSIONORIZE THE EXECUTIVE OFFICER TO 
EXECUTE kpOMPENSATORY ROYALTY AGRRMLNT WITH RESET OIL AND GAS COMPANY; 
TEXACO Mi.; WAX DARD OIL COLRAIN OF CALD'ORNIA; =NN `I" G. ERICKSON; 
SERGEATTI t 1. REYNOIXS3 J. S. MERRIAM; AND MAX NEWTON,. :LW, FALCON 
=TOLIMA CMPANY) COLLECTIVELY MEER= TO AS LESSEE, COVERING LANDS 
INCLIJI8D ICI- me =BERM ISLAND GAS FIELD:  AS INDICATED _IN ate' BIT "B" OF 

AGITMENT,,, TO PRC/ISZT THE STATEL3 INTEREST IN POMIOITS OF THE BEDS 
OF CACHE SLOUGH, PROM= SLOUGH, MINER SLOUGH, SHAG SLOUGA AND WISE,/ 
SLOUGH, LYING IN ALL OR PORTIONS OF SECTIONS 6, 7$  16, 17, 18, 19, 20, 
21, 28, 29, 30, 31, 32, T. 5 N., R. 3 E., An PORTION$ OF SECTIONS 25 
AND A 1% 5 N., R. 2 E., M.D.14,84ICI. , SOLANO COUNTY. THIS AGREEMENT 
SHALL PROVIDE ROYALTY PAYMENTS TO THE STATE OF 21.000% OF THE VALUE OP 
ALL GAS, GASOLINE, AND OTHER PRODUCTS SOLD OR USED FROM THE WELLS OF SUCH 
PARTY win= THE SOUTH POOL OF RAID LIBERTY ISLAND GAS FIELD, IN ACCORDANCE 
WITH TIM FOLLOWING SCHEDULE: 

1. 16-2/0 OF THE SALE , VALUE OF ALL GAS ALLOCATED TO STATE LANDS; OR 15% 
ROYADTY FOR ALL GAS ALLOCATED TO STATE LANDS IN THE EVENT THAT IT IS 
NECESSARY TO COQ nEss THE GAS FOR DELIVERY TO TRANSMISSION um. 

2. 16-e/3/0 OF THE SALE QR USE VALUE OF ALL GASOLINE AND OTHER PRODUCTS 
=ACTED FROG THE QUANTITY OF GAS ALLOCATED TO STATE LANDS. 
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