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At its April 1981 meeting, ‘the Commission. awarded threg n
6il and gas leases involving certain tide .and submerged

lands in Lindsey Slough {(Solano County) Eo Seahayk - Q1L -
International, Inc. and Casex Compan who had submztted

the highest net—proflt ‘bids. Since tge """

PRC 5995.1, PRC 5996.1, -and: PRG 5997.1 did’ not arlow drﬁlllng
from the surface of Lindsey Slough it was mecessary.for B
the lessees to .obtain driil site and pass ithfough. rlghtst ' : :

in adjacent px operty. .

At the time of their bid; Seéahawk and Casex; had obtaived
such zights from thé .owners of Hastings' Tract {Knob: HiLl
Mines, In¢.) which borders Lindsey SIough" gn the morth. -
Howevet, aﬁter the ‘bids: were taken, MCOR Oxl,anﬁ Gas Coxporatlon
{who had also. submmtted«a‘bld) alleged that as the mineral
lessee of Hastings Tract 3 had exclusive dEill site and -
pass through rights in thé artea. Later MCOR-filed the lawsuxt T ;
MCOR v. Knob:- Hill Mines, et als, by whieh fit sought to i :
prevent the State's lessees Lrom drllling into‘Lindsey .
Slough from ‘Hastings Tract. -(At ithe time it wds -estimated
that any delays Ln,drllllng could result 1n substantial:
dralnage of natural gas from the-State parvels and - Losses
in State revenues of as much as $13 OOO pet dayx) :

N

In early August, pursuant to the directlonxof ‘the: Commusqlon
the State successfully interveped in this {awsuit. SdbSequently,
Tepresentatives of the parties\met a number of times £a. <, )
see if .a fair and equxtable selktlemenit. wa& possxble. Such °

a settlement has. been worked ouy; its primaky elements

are as follows: : SRR

1. The lawsuit will be dLsmissed without rsettling che : . - .
merits of the ¢laims of any pan;y. . , ’ L.

2. The parties agree that they shaﬂl not furt&er lltlgate - -
their claims in the -context of. the acfivities o£~Casex ’ ' -

and Seahawk, or .their successo:s .and amsigns,~unde1

the threé State leases+ : - .
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v '} 3. Casex and Seahawk shall assign .a ﬁhree percent overridlng

. royalty in all oil and:gas producey under the- three !
State leases to MCOR and its mineral Lessors. -

4. MCOR and itg minetral léssors shallvgrqnt;to~Casex:and L
Seahawk drill site and pass through rights - (to.the : '
extent they have such vights to grant) iy Hastings
Tract f£or purposes. of producxng oil- andsgas under the*
three State leages. oo S

5. Casex and Seahawk agree to. bottom thelrfWafls in area
beneath Lindsey Skrough which are located’ south of . MCOR
title claim lineé. There is a dispute betiween the- Stat,eb
MCOR and other parties as to ownership- wE certain pontions -
of Lindsey Slough. Thiis. settlementshall mnot in any |
way afféct that dispute but will alliow fhe orderly <
development of the ‘minerals underlyleﬁ those portiops:

of Lindsey Slocugh which dre undisputedly owned‘bx/ﬁhé
State.

wh

6. Sedhawk and Casex shall be &llowed ‘to pass. one—ha;f
of the above three percent'overrxﬁlng royalty thrpugh
their Statée leases .as a charge to. the Net Profits. Ac¢ount.
(This is pérmitted, with £he Staté's. consent, 1n‘setLLﬁng
litigation by paragraph I2C(3) of ExhlbLLgD of said ' .
leases.)

IT IS RECOMMENDED THAT THE COMMISSION:
1. AUTHORIZE: - )

A. THE $ZTTLEMENT OF MCOR V‘ KNOB HILu;MINES* ET. AL.M
(SOLANO COUNTY SUPER ~ E : Y
OTHER RELATED DISPUTES IN THE MANNER DESCRIBED
ABOVE. .

B. AMEND- THE THREE STATE LEASES, PRC 5995 .1, PRC 5996 lm
AND BRC 5997.1-T0 CONFORM WITH,SUCH SETTLEMENT E
AGREEMENTS; AND

C. TAKE ALL OTHER. STEPS AS ARE NECESS&RY TO ”ONFORM
TO THE SETTLEMENT AGREEMENTS.






