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APPROVE AMENDMENT TO STATE OIL AND GAS 
LEASE PRt 5995, SOLANO ~OUNTY 

10129190 
PRC 5995 
Nitsche 

1

LESSff/OPERATOR: tasex Cq. 

Attn: .Mr. M . .J. Castro 
P.O. Drawer 2667 
T~uckee. California 95734~2267 

AREA. TYPE LANO AND LOCATION: 

State· ~il arid. gas lease PRC ~995 was issupd tQ 
Seahawk Oil International, Inc. and Cascx 
Company on April 29, l98I. Leat;e P~c 5995 .cpid 
an adjriining lease PRC 5996 were unified 
effecti·ve October l, '198~ to total 
approximately 238.49 a~res all -0f ~hi~h is fQ 
the bed of ~indsey ~~nugh, Sola~~ County. 

BACKGROUND: 

PRC 599 SWas is sued by c ornpe t':;,t !-~<>· 'lii ddi ng on Api"i'l 29. I ?ii I. 
The current consideration ,·ung1.:r the lea~~- is 81. 38 percent:, 
ihare of the net profits, plus 16-2/3 percent royalty. 
Presently, there ar• two- ~roducing gas well~ on the lease. the 
Seahawk l-1 and the 1-2. The l-2 well has been essentially nori-c~mmef~ial wilha~ly minimal production for more than six 
months. The 1-1 we11 has reiently ceased prod~cing due to 
reservoir depletion~ In a letter dated August 9. 1990. Casex 
Co. has proposed r~medial well work to return the well to 
production and h~~ requested modification of ~he State's 
interest in Stat~ oil and gas lease PRC S995 to allo~ fqr 
recovery of ~he ~ost of the r~medial ·Work wh~~~1wi11 then 
extend the ecor,omi c limi.t of the we:p on the l'b.3:1i::e. 

Staff reuiew~a th~ well production h~story and Propos~d a 
program for ,f-est:orat:io:;. "f production .. St~ff agrs~~ chat the 
we11s have ~cached their ec~nomic limit under the S\~te's 81.38 
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per'-j .ent share of net profits .anc.t i6-2 /~! percent royalty burden 
and th&t there is considerable ec.onom:i?c risk in attempting to 
ex-tend: the proguctiue life of these wells. 

Under P.R.c. Section 682'7.2. the Commjssion may agree to 
modiiications of lease terms to prevent the premature 
abandonment of ~ lease jF it finds that th~ continued 
production is in the best interests of' the State ·and that such 
production is economically unfeasible u~der the pres•nt terms 
of -t~e lease. Both less.ees have agreed ·~o the. proposed lease .amendment. 

STAFF RECOMMENDATIONS: 

AB 884: 

St~tF recommends that the lease be amended to 
eliminate the ·net profits share effective 
September l. 1990 and r~t~{n t~e royalt~ 
interest of 16-2/3 percent. for a1:.l".production 
less than 950 mcf/Qay. However, the royalty 
would increase· to 25 percent ·For production 
exceeding. 950 mcf /day. The lanq. rental and al 1 
other terms ana conditions of the lease are to remain the same. . . ' . 

NIA. 

OTHER PERtINtNT INFORMATION: 

EXHIBITS: 

l. P~rsuant to the Commission's delegation oF 
authority and the State CEQA GuidPli~es 
{ 14 Cal. Code ,R~,gs. l.SOc·l:j. fhe ·staff has 

.determiQed Hrat 'this activity is exempt 
fro'" the ~2-~!.l-irements of the CEQn· because 
it is not a "projectb a~ defined by CEQn 
and the State CEQA Guidelines. 

Authority: P.R.C. 21065 and 14 Cal. Code Regs. 1:~378. 

A. ~ .~se Am~ndment. 
n. Lease Map. 

IT IS RECQMME~OEO THAT THE COMMISSION: 

1. f"INO TH!ff THE -ACTIVITY IS EXEMPl FROM THE REQUIREMENTS OF 
THE CEQA PURSUANT TO 14 CAL. CODE RCGS. 15061 BECAUSE IT IS NOT~ PROJEC7 AS O(FlNED BY P.R.C. 21065 ANO l4 CAL. COD( REGS. 153?8. 
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2. FIND THAT THE CONTINUED PROOUCTl-ON UNDER LEASE PRC 5995 IS 
IN THE BEST INtERE§TS OF THE ~TATt ANO THAT .SUCH PROOUtl~ON 
IS ECONOMl'CAl.l y UNfEASIBLE UNDER THE PRESENT TERMS or THE l.EASE. 

3. APP.ROVE Atl AMENDMENT TO STATE ·OIL ANO GAS LEASE PRC 5995 
EFFE6TIUE SEPtEMBER l, 1990, ELIMINATI~G THE 81.38 PERCE~T 
NET PROflT3 SHP.R( ANO RETl}INING THE ROYAL TY JrJTERESl Of 
16-2/3 PERCS::NT, -FOR ALL PRODUCTION 1.ESS THAN 950 MCF /O'AY 
ANO INCREASlrJG THE ·ROYAL i·y TO 25 PERCENT FOR PROOUCTJON 
EXCEEDING 950 MCF/OAV. ALL OTHER TERMS ANO CONDITIONS OF 
THE Lt~SE ARE TO REMAIN IN EffECT. 
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,AMENDMENT TO 'STATE OIL AND GAS LE!..Se P/.~C 5995 

Qn 'April 29, 1981., the St~te L~nds Commission Ci;tate) and, Seahawk 

Oil Intern..stiona-1, Inc. and CaseJC Comp~ny (Les,isee) enter.~d i~t:o 
Stato Oil and Gas ,I.ease -?RC S99S and Lease PRC ~996. Theise L~ases 
were contiguous and 'contained approximately 86. 2~1 acres cmd 152. 22 

acres,. respectively, of tide and submerged land ll;ing within the bed 
of Lindsey Slough in Solano County, California. 

On September 28, 1983, the State a.p~>roved an ag;:eement that met~ed 
Lease ~RC 5996· into Lease -PRC 59915 ,effect,ive1 October 1, 193). 
-~ursua(it' t2, !;~e agreement, all of the,· leased la.nd under· Lease ,!JRC 

5§3'$. J~~i-'=csme pal;t of and subject to, i:he :provisions' of Leas€1 PRC S~.9.S, 
and Lea:se .~~t S996 ceased to exist. _,.._.,. , ' 

Lease .PRC 5995 Par.agraph J'Cc) requirf~Si the Lessee: to account fc~r. and. 

pay to the State, in money as royalty on non-oil: production, 16-2/3 fl>' 
pereeht of, the current: market price ·of all suchr product;ion removed- · 
or sold from ~he leased land. 

Lease PRC 5995 Paragraph 3 (f) requ.i::es the Lessee to pay to ·the 

Sti1t~, ir. addition to ,the, i·oyalty pt·ovided in Paragraph 3(,c), the 

percentage of net profits {specified in Exhibit "C" CSL,38 pf~rc:ent). 
The pe~centage of net pr~! its shall be ascertained an:' pai~i ~~ t}ie 
State in accordance with provisions ~5et forth in ~xhibf.t "ON·. 

~:Cn-ci l prod"~tion from the leas,~d :land has been deci inin;'1 and has 
' " -~eached its economic limit •rnde~· t:he present terms; of ~~ease PR~ 

.?9~5. Addition.~! expense is recj:~ired to attempt to increa~e 
~rbd~ction. Seca~se of t~3 net pro¢its ~rovisicns presen~ly in the 
Lease, the Lessee cannct justify the '~dcitional e::cpense. Both ·the 

Lessee and, State. reco9r:iize there wo;.:ld~ be m..:t..:al ·bene~"it if the, 

Lessae atte~pted to maximize mm-oi~ pb;.d..:ctic:i fro:n the lease~, 
land. 
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The State an Qctober 29, 1~90, in ~ccordance with Public Ri:!.'!?.urces 
Code Section 68.27.2, found· •that continued production from tease· 
PRC 5!195 is· Jn the best interests of the State and such production 
is economically un·feasible under t!>e present terms of ·the Lease. 
Therefore, in order ·to Pi:event the ·premai;ura •bando=ent of the 
Lease the State. agrees t:> modi~y its ::-oY<!l ties .and net profits and 

the Loseee agrees to "'l'l:iiili:.e non•ou prOd~ctio'! from. the leased land. 

tease PRC 5995 ·Paragraph, 3Ce) is tu~reby '~!Qended to read: 

In addition ·to the" rental provided in Par~~raph 2, Lessee 
shall account for and pay to the State, in money as 

royalty on non-oil -Production, which con~ists of dry gas; 
natJral gasoline, and uther procJYcts extr~cted an~ sav,ed 
from the gas produced under tj,iS lease, except gas ·~se«l 
for lease operations or reinjected into the leased lande, 
16-2/3 percent of the CJrcent market prii::e on ali such 
production up to and including 950 Mcf per day removed or 
sold from the leased ~a~ds. For all producti~~- removed or 
sold from the leased lands over 950 Mc~ per day, th& 
royalty shall be 25 percent. The product-i\)n rate, in Mcf 
per day, ~hall be determined by dividin; the ~onthly 
p~oduction from the leased lands by -the number of 
;>r<lducing days in the month. The current markut Price 
shell b<> determined tiy the St;ite a!ld sh.ill incl"de ilny 

,premi..:m or .b~nu~~ paid for the n(jn..;.oil prcc..:ction. The 
CJrrent market price shall n~ver be less than the higher 

of the highest price in the nearest field at which non-oil 
~roduction of like qJali ty is being sold in s~bstantial 
g~3ntities or the net p~oceeds or exchange value derived 
by the Lessee fru:n the n"n-cH prcducHun r~!iiovec! c::- sold 
from the lease4 lands. Heney royalty oil non-oil 
production sh~:Lt be due not later than ~tie fifth day of 

the second calendar month in which the non-vil prcd~ctiun 
is pr.uduced~ 
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iW&se PRC 5995 Paragraph 3(~) is hereby amendei!: to read: 

At ti-i~, :State•s option, exercised upon sixty (60) days• 
written notice, and lieu of money roya'lty, on non-oil 

prOduction v ·Lessee tttlall deliv\~r to the State in ltind al! 
·pf its non-oil roy~lty production r~moved o~ sold from the 
leased lands. 

Lease PRC 5995 Paragraph J{f) is deleted in its entirety,.;, 

A~l other terms a~d condf~ion• o~ Lease PRC 5995 will remain 
unchanged and in fu11 force and effect. The eff~ctive date of this 
arnendment will be Sept:l)mber 1, 1990. 

LES,SEE: 
State of C~iifornia 

S.t>!ahawl< Oil I~ternation1.q g Inc. 

By: ~ g&'dfu - -iY ' ' '' '' 

State tands Commission 

By: 
~------------~----~~--~ 

Date: ~/' ~!c.. 199u 

Attest~'".~. Attest: 
~--~~~~--~~~----
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