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Casex Co.
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?.0. Drawer 2067
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September 1, the royalty
interest of 16-2/3 percent, for all production
less than 9Svacr/6ay. However, the royalty
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exceeding 950 mcf/day. The land rental and all
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FIND THaT THE CONT;NUED PRODUgTION UNDER LEASE pRC 5995 1s
IN THE BEsST INTERESTS OF THE STATE AND THAT Ssucy PRODUCTION
IS EconomicaLLY UNFEASIBLE UNDER THE PRESENT TERMS OF THE
LEASE.

APPROVE atl g *AS _LEASE PRC 5995
EFFECT ELIMINATING THE 1.38 PERCENT
‘ Y INTEREST of

S THAN 950 MCF/DAy.
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" EXHIBIT A"

AMENDMENT TO STATE OIL AND GAS LeASE PRC 5995

On 2April 29, 1981, the State Lands Commission (S$tate) and Seahawk
0il International, 1inec. and Casex Company (Lessee) enterid into
State 011 ang Gas Lease ?RC 5995 and Lease PRC 5996. Thess Lsaises
were contiguous ang éoﬁtained approximately 86.27 acres and 152.
acres, respectively, of tide and submerged land lying within the bed
of Lindsey Slough in Solano County, California.

On September 28, 1983, the State approved an agreement that meryed
Lease PRC 5996 into Lease PRC 5995 effective October 1, 1983.
Pursuart to. the agreement, all of the leased land under' Lease DRC
5988 béicame part of and subject to, the provisions of Lease PRC 53es,
and Ledse PXC 5996 ceased to exist.

Leasgse PRC 5998 Paragraph 3(c) requires the Lessee to account for andg

Pay to the State, in money as royalty on non-oil production, 16-2/3

percent of the current market price of all Suchi production removed
t A or sold from the leased land.

Lease PRC 59295 Paragraph 3(£) reguires the Lessee to pay %o the
State, in addition to ‘the royalty Provided in Paragraph 3(e¢), the
percentage of net prcfitSfSpecified in Exhibit =c® (81.38 percent).
The percentage of net Profits shall be ascertained and paid tr the

State in accordance with provisions set forth in Exhibit ®"p*,

Non=-cil production from the leased land has been declining and has
‘Teached its economic limit andey the present terms: of [ease pR>
8985, Additional expense is tequired to attempt to increase
production. Secause of tia nets profits drovisicns presently in the
Lease, the Lessee cannct justify the ’dditional axpénse. Both the
Lessee and State recognize there would: »e Rmuitueal benefit if the
Lessee attempted to maximize nun-oil picducticn from the leaseg.
land.
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The State on October 29, 19909, in sccordance with Public Resources
Code Section 6827.2, found that continued production from Leases
PRC 5995 is' in the best interest:

is Sconomicaliy unfeasible under the pPresent terms of the Lease.
Therefore, in order L0 prevent the~grema§uxe abandonment of the
Lease the\scate‘ag;ees to modify its Toyalties and net profits and
the Losgee agrees to mazinize non=oi1 Production from the leased

lang.
Lease PReC 5395-Paragraph~3(c) is kereby :amended to read:

In addition to the rantal provided in Parégraph 2, Lessgee
shall &ccount for and Pay to the State, in money as
royalty on non—oil‘production, which consists of dry gas;
natural gasoline, ang vther products extracted and saved
from the gag Prodiced undey th

luding 950 Mcf per day removed or
sold from the leased lands. For all productiqglremoved or
sold from the leased lands over 950 HeE per day, the
royalty shaill be 25 percent. The production rate, in MNef
Per day, shall be determineg by dividing the acnthly
Production { leased 1langs by the number of

month. The current market price
shall be determined Ly the State ang shall include any
Premicm or donge paid for the nen-=oil preduction. The
cdrrent market Price shall never be less than the higher
of the highest Price in the nNearest fieid at which non-oi}
oroduction of like quality ig being solg in substantial
guintities or the net Proceeds or exchange valgye derived
by the Lessea from the ncen-ci} Prcduction ramoved ¢r sold
from the leased 1lands. Mcney royalty op non-gil
broduction shaii pe due a0t later than the fifth day of
the second Calendar month in which the non=3il preduction

is Pruduced,
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f : Lesse PRC 5995 Paragraph 3{d) is hereby amendei: to read:

S %

o i At tie ‘State's option, exercised upon sixty (60) days® 2
S \
s written notice, and lieu of money royalty on non-oil 5

@% % production, Lessee ghall deliver to the State in kind all
i§+§% o of its non-oil royalty production removed. ot sold from the :
L %@1‘ leased lands. t
i
) R Lease PRC 5995 Paragraph 3{f) is deleted in its entirety. :
All other terms and conditions of Lease PRC 5995 will remain :
unchanged and in full force and effect. The effective date of this :
anendment will be Septamber 1, 1990. e

LESSEB: State of California :

Sgahawk 0{1 International, Inc. State lands Commission

Date: é;ff 70, /950 Date:

Attestw d)‘%_ Attest: e

Casex Company
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EXHIBIT B
STATE LANDS COMMISSION

FRC 59085

CARSEX €O.

SOLAND COUNTY
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