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Item 5.02 Departure of Directors or Certain Officers; Election of Directors;
Appointment of Certain Officers; Compensatory Arrangements of Certain Officers.

On December 8, 2006, Michael Ward, President, Chief Executive Officer and member
of the board of directors of Tidelands 0il & Gas Corporation (the "Company"),
tendered his resignation from all Company positions, including all Company
subsidiaries. The board of directors accepted Mr. Ward's resignation.

Mr. Ward stated the reasons prompting his resignation were based upon a material
disagreement between himself and the other members of the Company's Dboard of
directors regarding current financial and operational governance, 1including the
future direction of the Company.

The Board of Directors nominated James B. Smith, the Company's current Chief

Financial Officer and member of the board of directors, to succeed Mr. Ward as
the Company's President and Chief Executive Officer effective December 8, 2006.
Mr. Smith will continue to serve the Company as Chief Financial Officer and

member of the board of directors, but will not continue under the title Sr. Vice
President.

Additionally, the board of directors nominated Ahmed Karim to the office of
corporate Secretary. Mr. Karim is a member of the Company's board of directors.

Item 8.01 Other Events

The Company and Mr. Ward have entered into a Memorandum of Understanding
concerning other matters associated with his resignation from the Company which
are subject to formal written documentation. A summary of the key terms are as
follows:

(1) Mr. Ward will be obligated to pay all obligations owed to the Company,
including but not limited to, the aircraft and stock subscription
notes, on or before December 31, 2006.

(2) The Company will pay Mr. Ward six months salary, according to the
Company's pay schedule and costs of COBRA health insurance benefits
during this period.

(3) The Company will pay Mr. Ward any stock grants due under the terms of

his employment agreement at the time definitive documents are
executed.

(4) Mr. Ward will assume all Company obligations with regard to the AT&T
Center "Skybox" lease and if the lease does not allow for a full
Company release, or if the AT&T Center does not release the Company,

then Mr. Ward will provide a security interest for his performance
under the terms of the lease with a default provision allowing the
Company to resume use of the SkyBox.

(5) The Company will entertain an offer, which may be made by Mr. Ward or
an investor group to acquire Sonterra Energy Corporation and Tidelands
Exploration & Production, Inc. subsidiaries. The Company will grant
Mr. Ward a two year first right of refusal to meet or exceed any offer
from a third party for either or both of these subsidiaries.

(6) The final terms of an agreement containing the above items between Mr.
Ward and the Company will be embodied 1in an agreement mutually
acceptable to parties. Mr. Ward and the Company will endeavor to
finalize such an agreement on, or before December 15, 2006.

It should Dbe noted that the Company continues to operate the subsidiary
corporations, Sonterra Energy Corporation and Tidelands Exploration &
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Production, 1Inc. Presently, the Company has no intent to sell, nor has it

solicited any potential purchaser regarding these two subsidiaries. The Company
will only entertain an offer to sell these subsidiary companies based on
credible independent valuations which the board of directors, at the time of
such offer, deems in the best interest of the Company and its shareholders,
subject to compliance with applicable state and federal law.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934,
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