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 STAFF REPORT 

C87 

A        11 10/19/17 
PRC 7318.1 
PRC 7657.1 

S        7 N. Heda 
 

CONSIDER ACKNOWLEDGMENT OF RECEIPT OF THE  
FULL QUITCLAIM DEEDS FOR NEGOTIATED SUBSURFACE  

(NO SURFACE USE) OIL AND GAS LEASE NOS. PRC 7318.1 AND PRC 7657.1 
 
LESSEE: 

Island Energy Partners, LLC 
 
AREA, LAND TYPE, AND LOCATION: 

Oil and Gas Lease No. PRC 7318.1 (PRC 7318.1) contains approximately 30 
acres of tide and submerged lands in the vicinity of the Piper Slough in Contra 
Costa County, and Oil and Gas Lease No. PRC 7657.1 (PRC 7657.1) contains 
approximately 140 acres of tide and submerged lands in the vicinity of the False 
River in Contra Costa County (Exhibits A, B, C, and D, attached). PRC 7318.1 
and PRC 7657.1 together (Leases) contain approximately 170 acres of leased 
lands and collectively are referred to herein as the leased lands.  

 
BACKGROUND: 

On July 10, 1989, the Commission entered into the negotiated subsurface (no 
surface use) Oil and Gas Lease No. PRC 7318.1 with Tri-Valley Oil & Gas 
Company (Tri-Valley), (Item 50, July 10, 1989); and on September 23, 1992, the 
Commission entered into the negotiated subsurface (no surface use) Oil and Gas 
Lease No. PRC 7657.1 with Sierra Energy Company (Sierra), (Item C58, 
September 23, 1992). On September 9, 1993, the Commission approved an 
assignment of an undivided 100 percent interest in PRC 7657.1 from Sierra to 
Tri-Valley (Item C33, September 9, 1993). 
 
Under the terms of PRC 7318.1, the Lessee is required to pay an annual rental of 
$25 per acre ($750 for 30 total acres). Similarly, the Lessee is also required to 
pay an annual rental of $30 per acre ($4,200 for 140 total acres) under the terms 
of PRC 7657.1. Both leases require production to commence from the leased 
lands within 5 years. The royalty for PRC 7318.1 is 25 percent and for PRC 
7657.1 it is 20 percent. 
 
On August 17, 2007, staff received partial Quitclaim Deeds, dated August 15, 
2007, for the Leases (approximately 48 percent of PRC 7318.1 and 28 percent of 
PRC 7657.1).  

http://archives.slc.ca.gov/Meeting_Summaries/1989_Documents/07-10-89/Items/071089R50.pdf
http://archives.slc.ca.gov/Meeting_Summaries/1992_Documents/09-23-92/Items/092392C58.pdf
http://archives.slc.ca.gov/Meeting_Summaries/1992_Documents/09-23-92/Items/092392C58.pdf
http://archives.slc.ca.gov/Meeting_Summaries/1993_Documents/09-09-93/Items/090993C33.pdf
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As a result of a bankruptcy, Tri-Valley’s remaining interests in both leases were 
acquired by Island Energy Partners, LLC (IEP), on September 6, 2013. One well, 
Martins-Severin #6, was drilled on PRC 7318.1, and two wells, the Webb Tract 
#1 and Webb Tract #2, were drilled on PRC 7657.1 by Tri-Valley. The bottom 
holes for all three wells are located under the Sacramento River.  
 
Upon acquisition of both leases, IEP continued to produce gas for sale from the 
subject wells. Because of the complexity of the bankruptcy, IEP was unaware of 
its obligations to pay royalty until staff contacted it in October 2015. IEP has now 
paid all the rents and royalty due to the State from the time it acquired the leases.  
 
On January 13, 2017, staff received the full Quitclaim Deeds for both Leases, 
dated December 30, 2016, which quitclaimed back to the State the entirety of 
both Leases (Exhibits H and I attached). However, the three wells on State lands 
were not plugged and abandoned in compliance with lease provisions and 
Division of Oil, Gas, and Geothermal Resources (DOGGR) standards and 
procedures. 
 
On August 23, 2017, staff received Reports by DOGGR confirming that the wells 
were since properly plugged and abandoned (See Exhibits E, F and G, 
attached). A review of the Commission's files reveals that no defaults exist on the 
Leases, and that the Lessee has otherwise complied with all applicable laws and 
Lease. 
 
Public Resources Code section 6804.1 and Lease Paragraph 30 permit the 
Lessee to make, at any time, a written quitclaim of all rights under the Leases. 
The quitclaims are effective when filed with the State. Staff presents this staff 
report and authorization to acknowledge and confirm the completion of the 
Lessee’s obligations under the leases so that staff may properly release held 
performance bonds or other guarantees held under the leases.   

 
Authority: 

A. Public Resources Code section 6804.1 
B. Oil and Gas Lease Nos. PRC 7318.1 and PRC 7657.1, Paragraph 

30 
 

OTHER PERTINENT INFORMATION: 
1. This action is consistent with Strategy 1.1 of the Commission’s Strategic 

Plan to deliver the highest levels of public health and safety in the 
protection, preservation, and responsible economic use of the lands and 
resources under the Commission’s jurisdiction. 
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2. Acceptance of the quitclaim deeds is not a project as defined by the 
California Environmental Quality Act because it is an administrative action 
that will not result in direct or indirect physical changes in the environment. 
 
Authority: Public Resources Code section 21065 and California Code of 
Regulations, title 14, section 15378, subdivision (b)(5).  

 
EXHIBITS: 

A. Land Description for PRC 7318.1 
B. Location Map for PRC 7318.1 
C. Land Description for PRC 7657.1 
D. Location Map for PRC 7657.1 
E. DOGGR Abandonment Approval for Well “Martins-Severin” 6 
F. DOGGR Abandonment Approval for Well “Webb Tract” 1  
G. DOGGR Abandonment Approval for Well “Webb Tract” 2 
H. Quitclaim Deed PRC 7318.1 
I. Quitclaim Deed PRC 7675.1 

 
RECOMMENDED ACTION: 
It is recommended that the Commission: 
 

AUTHORIZATION: 
1. Acknowledge receipt of the full Quitclaim Deeds for Oil and Gas 

Lease Nos. PRC 7318.1 and PRC 7657.1, effective January 13, 
2017, wherein the Lessee quitclaims to the State all rights, title and 
interest in the leased lands described in the attached Exhibits A 
and C. 
 

2. Find that Island Energy Partners, LLC, has complied with all 
obligations under Oil and Gas Lease Nos. PRC 7318.1 and PRC 
7657.1, including its obligation to fully and properly abandon wells 
producing from the leased lands.  

 
3.  Release Island Energy Partners, LLC, from all obligations under Oil 

and Gas Lease Nos. PRC 7318.1 and PRC 7657.1.  
 
4.  Authorize the Executive Officer or her designee to execute any 

documents necessary to implement the Commission’s action. 
 



 



 



 



 



 
 
 

PRC 7318  
PRC7657 

EXHIBIT E 



 
 

 
 

EXHIBIT F PRC 7318.1 
PRC 7657.1 



  
 
 

EXHIBIT G 
PRC 7318.1 
PRC 7657.1 



 

  
EXHIBIT H PRC 7318.1 



 



 

  

EXHIBIT I PRC 7657.1 
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