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APPROVE THE ASSIGNMENT AND AMENDMENT OF
NEGOTIATED SUBSURFACE (NG SURFACE USE)
STATE OIL AND GAS LEARSE PRC 6078
{80 ACRES OF SUBMERGED LANDS IN THE BED
OF THE SACRARMENTO RIVER AT GRAYS BEND)
IN SUTTER AND YCOLO COUNTIES

LESSEE/ASSIGNOR:
Hilliaxrd 0il & Gaz, Inc.
Attn: H. E. Northcott
cjo 109 MNorthpark Blvd.
P. O. Box 3134
Covingtoen, Louisiana 70434-3134

TERSE CPERATOR/ASSIGNEE:
Gaines Well Service, Inc.
-Attn: Gregery Jack Gaines, Sr.
9741 Colony Road
Wilton, California 95693

Negotlated subsurface (no surface use) State c¢il and gas lease
PRC 6078 was entared into on October 30, 1981, between the State
iands Commission (State) and Hilliard Oil & Gas, Inc. (Lessee).
The lease contains approximately 80 acres of State-owned
submerged lands in the bed of the Sacramento River at Grays Bend
in Sutter and Yolo Centies, California (leased lands). The
State currently is receiving royalty from directional gas well
"Edson #2% which passes under and through the leased lands and
which is operated by Gaines Well Service, Inc., a California
corporation (Gaines).

Iease Paragraph 6 ailows the Lesses, with Commission approval, to
assign any portion of the Lease to a corporation that possesses
the gualiifications in P.R.C. 6801. The lease alsc specifies that
the assignment will take effact on the first day of the month
following Commission approval.
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In documents filed on July 11, 1990, the Lessee proposes to
assign all of ites interest in the lLease to Gaines. Staff has
reviewed the documents and Lease files and has found that: (1)
the Assignee is qualified under P.R.C. 6801 to hold the Lease,
(2) the lessee has complied with all lease provisions and no
default exists ard (3) all filing fees, processing costs and
required documentation have been received and are file in the
Commission’s Long Beach office.

Lease Paragraph 16 reguires the lessee to furnish and maintain a
bond in the sum of $50,000 to guarantee the faithful performance
of all Lease provisions (payment of all royalties and rentals and
abandonment of all wells). Based on an estimatiocn of the amount
of reserves and of the costs of abandoning the "Edson #2" well,
Gainas has requested that the smount of the security be reduced.
Staff has reviewed information cupplied by Gaines and in the
Comnmicsion’s files and has determined that $15,000 is sufficient
security for the Lease.

All of the gas produced from the "Edson #2" well is zold to Shell
0il Company. Under the terms of the sales contract, Shell is not
required to pay the selier (Lessee)} for the gas it buys until the
25th day of the calendar month followingy tha month of production,
which is the same day the State’s royalty is due. Because the
Lessee may not have the money or the production data to provide
the State until after the royalty due date, staff proposes that
the lease be amended to permit the Lessee to make royalty
payments by the S5th day of the second calendar month following
the calendar month the gas is produced. This payment schedule
currently is being used in all new northern California negotiated
subsurface oil and gas leases issued by the Commission.

STATGTCRY AND OTHER REYERENCRS:
A, P.R.C. 6801 and 6804.

B. Lease Paragraphs 6 and 16.

AB 2841
N/A.

OTHER PEETINENT INFORMATION:

1. Pursuant to the Conmission’s delegation of authority
and the State CEQA Guidelines (14 Cal. Code
Rags. 15061), staff has determined that this activity
is exempt from the requirements of CEQA because the
activity is not a "project®™ as defined by CEQA and the
CEQA Guidelines.
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2. Rond or other Lecurltv in the sum of $15,000 has been
recelved.

BXHIBITH:

A. Lease Location Map.
B. D.0.G. Assignment and Bonding Notices.
C. Lease Aneridment.

IT IS RECOMMENDED TEAT THE COMMISSION:

l.

FIND THE ACTIVITY EXEMPT FROM THE REQUIREMENTS OF THE CEQA,
PURSUANT TO 14 CAL. COBE REGS. 15061 BECAUSE THE ACTIVITY IS
NOT A PROJECT AS DEFINED BY P.R.C. 21065 AND 14 CAL. CODE
REGS. 15378.

APPROVE THE ASSIGNMENT OF AN UNDIVIDED 100 PERCENT INTEREST
IN STATE OIL. AND GAS LEASE PRC 6078 FROM HILLIARD OIL & GAS,
INC. (LESSEE AND ASSIGNOR) TO GAINES WELL SERVICE, INC.
(ASSIGHEE)}. COMMISSION APPROVAL OF THIS ASSIGNHENT IS GIVEN
UPON THE CONDITIONS THAT THE ASSIGNMENT WILIL NOT RELEASE THE
ASSIGNOR FROM ANY OBLIGATION TO THE COMMISSION UNDER THE
LEASE, ANY CONDITIONS IN ANY ASSIGNMENT AGREEMENT TO THE
CONTRARY NOTWITHSTANDING, AND THAT THE ASSIGHEE WILL BE
BOUND BY THE LEASE, INCLUDING ANY MODIFICATIONS AND
COLLATERAL AGREEHENTS, TO THE SAME EXTENT AS THE ASSIGNOR,
ANY CONDITIONS IN ANY ASSIGNMENT AGREEMENT TO THE CONTRARY
NOTWITHSTANDING. PURSUANT TO LEASE PARAGRAPH 6 THIS
ASSIGNMENT WILL TAKE EFFECT ON AUGUST 1, 18S51.

APPROVE THE DOCUMENT "AMENDMENT TO STATE OIL AND GAS LEASE
PRC 6078%" (EXHIBIT "C"), WHERE GAINES AND THE STATE AGREE
TO:

(a) AMEND THE LAST SENTENCE IN THE THIRD PARAGRAPH (LOCATED
NEAR THE TOP OF PAGE 5 OF THE LEASE) OF LEASE PARAGRAPH 3 TO
READ: “MONEY ROYALTY ON NON-OIL PRODUCTION SHALL: BE DUE NO
LATER THAN THE FIFTH DAY OF THE SECOND CALENDAR MONTH
FOLIOWIMG THE CALENDAR MONTH IN WHICH THE NON-QOIL PRODUCTION
IS PRODUCED.®

(b) AMEND THE FIRST SENTENCE OF LEASE PARAGRAPH 16 TO READ
“THE LESSEE SHALL FURNJIGH UPON EXECUTION OF THIS LEASE AND

MAINTAIN A BOND OR OTHER SECURITY IN FAVOR OF THE STATE OF

CALIFORNIA IN THE SUM OF $15,000 TO' GUARANTEE THE FAITHFUL

PERFORMANCE BY THE LESSEE OF ALL PROVISIONS OF THIS LEASE,

DIVISION 6 OF THE PUBLIC RESOURCES CODE AND THE REGULATIONS
PROMULGATED THEREUNDER, INCLUDING, BUT NOT LIMITED TO,
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IMMEDIATE ELIMINATION OF ANY CONTAMINATION OR POLLUTION
CAUSED BY OR RESULTING FROM OPERATIONS UNDER THIS LEASE."

ALL OTHER TERMS AND CONDITIONS OF THE LEASE WILL REMAIN
UNCHANGED AND IN FULL FORCE AND EFFECT.

AUTHORIZE THE EXECUTION OF ANY DOCUMENT NECESSARY TO EFFECT
THE COMMISSIOR’S ACTION.
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EXHIBIT "B-1"

St WIS W PRC 6078
. PROPERTY/WELL TRANSFER OR ACQUISITION
Wo neve baen informed that you hive Asqurod/Tranaterrad walls.

Plsgss onmpials o ronum 9. foliomng W e $
F 4]
C P ebruary 14 18 90

Enlactive February 1, 1990
(aase;

Grahan Royaity, Ltd.
{002 SpR18I)

Gaines Hell Service, Inc.
{raw CDITRINN)

the 15i0wng 2450rided propenty

4. . Part of KE Ouarter Sec, 31, 7-11N R-3E
. (Iog¥ Qascrpuon of proveny)

Bart of Secs. 31 8 32 T-1IN R-3EF and in Secs. & & €

T-10M R-36
“Bad of the Tast natural channel of the Sacramento Riv“é;r at Srays Bend T-10 & 11R

e

888 ol T R U3E M0 _B &M, Yolp ﬁb

{890 &r Coaurdy)

2 ekdson 2
. 15t o 82 [NTTL. BA, A ADNCSNRS et )

-

(% 2AZDCNN EE25E B NPTONT. I DECE OF AT}

firatas Royalty, itd, wn2ines Nell Service, Inc.
{NanyS ©F 637 COREBINS 108 2 W SPDETRKY

1675 Lariner, Suite 400 205348 S. Tianin Rd.
BOTERs; (330°953)

Nenver, Colorsdp B0292 Hanteca, CA 95136

?hoﬁeigxo) £87-6751

Phone 303} x39-193 -\
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EXHIBIT "B-2"
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PRC 6078

INDIVIDUAL OIL AND \AS WELL CASH BOND
Publls Ragouress 13ote Srctions 3204 and: 32055
{DISTRUCTONS QN AZVERSE ST8)

Kaow AR Persons by Thase Presests:

Tea . Galoes Well Seovice, loc,
{or) (Fartawrs or Cerpavedac)
Taul,

—— bavisg 3 addess for ie of 20546 %2fnin RA. HManteca, Ca.

preaeas & tord cash depoais of Teo : THOUSAND AND NO/100 DOLLARS
(6 —__10 . 00RD0) In e form oF

Cashiers Check Mo, e emoutiof $
Centified Chsck Ko i i & cacetof 3
Centificas of Deporit No. _014924 in tho emount of § 10,000,
Pessbook Accoumt No. in the oxxmt of $

s paysdh solsly or smigeed solely © the Departaent of Coaserestkin, Division of Oif axd Gas

WHEREAS, said prncipel s aboot © &rll, redrill, decpen, or porzaacatly alier s oll of ga well desipwied
“Edscn 27 .
= .
@4 b Socwed @ Seco 3 T.__ 1N LRI, MD ___ BEM ad baliseol
MO . S8 .« )
2 idemaiy bosd, Is filing his cuh bond in soxordsace with Secticn 32055 of the Californis Peblic Resowces Code.,

NOW, THEREPORE, the conditions of ¢ forsgoing obligaion ere thet if the peizcipal shall comply with all @ provisions of
Divisica 3 (Comenencing with Section 3060) of the Public Rescurses Code and shall obey all hoful onders of the Sus Oll sod
Gr2 Stpavvhior, or Ghict dopaty o Gogration, Bbjact 10 subiqeest sppeal &3 proviiad ba Devision 3, end shall pey ull changes,
o613 ond exprasta loturred by 0 Supsreises or disrict depety of deputies with Fe5est 10 the well end anendest facilities ol s
Frincimnl, in porsaaece of the provisions of Divizion 3, ea this obligation shall be void oteswisc, it shall remaia ba (il forcs
aod el

Principal kereby sachorises the Department of Cosaorvstion, Divizion of Ol sad Gas, 10 colisct or otherarie spply O el depasit
frosensod hereis 10 caforcs @ Hability of e priccipal co O dopanat

This bond exay be cancoliod caly i eotordance wh the grovisions of Sectics 3207 of the Public Resources Code. This bosd is
anmmmauﬁmlwxdmmmmmdwzmu.m
2 of iae Coto of Civil Procedurs and i sabject 10 s teomd a8 provisioas theveol,
mn»mmmdmmmmmwamammmmm

“Excowcd o ._Mantesa. falifornia. L Cxliforaia, o _Decenher 21 19 8%
iy ot Sown) Dex)

.

~[Principal] Geines Well Scuvics, Inc.

Gzegocy Jack Geines
Nvisod @ Gyl anmn

-
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EXHIBIT "B-3"

L L oer S PRC 6078
DIVISION OF Ol AND GAS
WELL BOND RIDER,
ASTRUCTIONS ON REVERSE SDE)

On the daze e bond wes sxecuted,  Decesber 21 1989 , _Gaines Well Service, Inc,
(Swaty ar aperarw)
as peincipal on belalf of _Guines Well Service,. Inc.
&8 Priacipal, taeciued _ Individual cash boad'. ¢ ! ,
* (Dot Type: o mbaad o Bicadm®
Boad No. 2, i e sk of Ten__ THOUSAND AND NOYI03 DOCLARS (5 . 10.000),
w (avcr of the STATE OF CALIFORNIA - : -

NCW, THEREFGRE, It i3 agreed Gt this rider shall be sttached 10 gad form a pant of Bond No.
eifecuve o Decorher 21 19 8o smending e2id Bond 3 [ollows:
Dase)

The abova-listed bond heraby assumes all liability of
veil "Edsen 2%, Sec. 31, T. 1IN , R. 3, MD B.& M.,
Ggays Bond  (field) fommerly covered by Graham
Royalty LTD. Blanket Bond No. 4001105943,
cdated 4/28/86, exscuted by St. Paul Fire and Marine
Insurance Co. —

mmm.mmmwauwwamm}ammwmmdm
sid swredy I8 beevto sffingd and ancancd by its daly sutbarized i Y3
(Ofcw & Anerssyin-Foct)
BRI . 3 ¥ o Califoesia, 00 ___Decopber 21 19 29
[~""] {Dans)

{Priscipal] Caines WAl Service, Inc.

Grogory’, Jack Gaines
9. aead 2% L1908 nssio of sabwnik-3t}

5{ g- E 5 * ?
- secrotary
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EXHIBIT “C”

AMENDMENT TO STATE OIL AND GAS LEASE PRC 6078

State 0il and Gas Lecase PRC 6078 was entered into between the
State Lands Commission (State) and Hilliard Oil & Gas, Inc.
{(Lessee) on October 30, 1981. The Lease contains approximately 80
acres of State-owned submerged lands in the bed of the Sacramento
River at Grays Bend in Sutter and Yolo Counties, California.

On , 1991, the Commission approved the assignment of an
undivided 100 percent interest in the Lease from Hilliard 0il &
Gas, Inc. (Lessee and Assignor)} to Gaines Well Service, Inc.
{Assignee) and approved amendments to the Lease.

Pursuant toc the Commission approval, Gaines Well Service, Inc. and
the State hereby agree to:

1. Amend the last s2ntence in the third paragraph (located
near the top of page S5 of the Lease) of Lease Paragraph 3
to read: “Money royalty on non-oil production shall be due
no later than the "fifth day of the second calendar month
following the calendar month in which the non-oil
p’ »duction is produced.”

Amend the first sentence of Lease Paragraph 16 amended to
read: “The Lessee shall furnish upon executicon eof this
lease and maintain a bond or other security in favor of the
State of California in the sum of $15,000 to guarantee the
toithful performance by the Lessee of all provisions of
this lease, Division 6§ of the Public Resources Code and the
regulations promulgated thereunder, inciuding, but not
limited to, immediate elimination of any contamination or

pollution caused by or resulting from operations under this
lease.”

All other terms and conditions of the Lease will remain unchanged
and in £ull force and effect.

Gaines Welil Service, Inc. State of California
a California corporation State Lands Coumission

91":#@4@442_____ By:

Hame: G. Jack Gaines Name:

Title: Secretary Title:

Date: 5’/29'[91 Date:

ATTEST ATTEST






