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22. GAS STORAGE AGREEMEM‘ EA..:ENENI 1}12 l ’ SAH JOAQUIN COUNTY, PACIFIC GAS
AND RUECTRIC COMPANY - W.0. 3250, P.R.C. 2839.1.

After consideration of Celender Ttem 29 attavched, and upon motion duly made
and vnanimously carried, the Tolloving resoluticn wag adopted:

THE EXECUTIVE OFFICER IS AUTEOXIZED TO ISSUE A GAS-SI0ORAGE LEASE TO PACIFIC
GAS AND ELECTRIC COMPANY COVERING THE STATE'S INTEREST IN THE McDONALD
ISLAND SAND UNDERLYING THAT PORTION OF THE BED OF WHISKEY SLOUGH, SAN
JOAQUIN COUNTY, TO BE SHOWI ON EXHIBIT "A" TO BE ATTACHED TC THE GAS-STORAGE
"RASE AND PY REFERENCE, i‘tﬁﬁE A PART HEREOF, SUBJECT TO DEPGSIT BY THE LESSEE
OF 4 BOND IN THE AMOUNT OF §50,000. TEE EFFECTIVE DATE OF THE LEASE IS TO
BE MARCK 1, 1862. THE ORI(,‘INAL COMPENSATORY AGREEMENT, EASEMENT 412.1,
ENTERED INTO OF MARCH 1, 19k0, IS TO ERMAIN IN EFFECT FOR ALL ZONES EXCEPT
THEE HeDORATD ISLAND SAND,

Attachmand '
Celendar Item 29 (2 pages)
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GAB STORAGE AGREEMENT, BASEMENT 412.1, SAN JOAQUIN COUNTY, PACIFIC GAiS AND
ELECTRIC COMPANY - W.0. 3250.

Compensatory Agreement 412.1 was entered into on Mawch 1, 1940, with
Standard 011 Company of Callfomis to compensate the State for drainage

of gas from land underlylng Whiskey 8lough, San Joaguin County, through
wells drilled on adjoining lands. As modified on June 1, 2950, the State's
participating perccatege within the 1,783-acre productive limits of the
MeDonald Islend sand {ses Sxhibits 1 and 2), the producing zone, was 8.77.
Accumilated royalty received by tha Stste through Merch 16, 1958, when the
régervoir vas shut in, was $233,034.39.

On January 22, 1959 (Minute Item 12, pages 44z3-20), Standard 01l Compeny,

¥ith the approval of the State Lends Commizsion, essigned Agreement 412.1

to Pacific Cas and Electric Company. P-d.& B. acquired the MeDonald Gas
Pield in oxder to use the partinliy depleted MeDonald Islsnd sand as & gas-
storage reservoir. The gas field is favorally located relative to the San
Frencisco Bay grea and will provide ges storsge for usé in meebing peak gas
loeds. In order to prevent demage to the pertielly deplcted reservolr by
further water encroachment, F.G.% E. commenced the injsetion of gas in
1958, and since that time has iacresged the reservolr pressure from 459
p.8.1.g, (pounds per square-inch gouge), ef the time the injection begean,
o agpraxima%ely 0 pes.ieg. through the injection of dpproximaiely
25,847,000 Muc.£. of gas. While this injection was taking place, it was
determined thet, due to barrier faulis, the storage area is smallexr than
.ae grea ineluded in the compensatory agreement (sece Expibit ™. Data
obtadzed in drliling well "McDonald Ieland” 13 required an adjustment of
the west productive limit line with en increasse in the Ststa's participating
percentpge to 12.193 parxvent of 1,205 scres.

P.G.& E. has requested that the compensatory sgréement remain in effect
for the area included in the originol agreement for all zeses cther thon
the MeDonsld Island pend. The latter will be included in & ztorage agree~
ment., : ‘

The proposed storage sgyeement provides that P.G.& E. will pay the State:
(1) at the rate of 3R cenbts per M.c.f. for State's percentage of the
remaining recoverable native gas in the HeDounaid Islend send (one of the
zones in the area incinded undsr the compcnsatory agreement), which will
amount Lo spproximately $127,500; ( 2) ou annual rentel of $20,000 per year;
(3) a storage paymaznt of one cent per injected M.e.f. of Zas, vhich storage
payment will be allowed o5 a eredit, 4 accrued sgainst the ventel padd
for eoch leege year. ;

After the firet five~ysar period of the lecse, the rent zud the storase

rete wall eoch escalade two pearcent emch yeaxr for the iaitlel LS~year term
of the lease. P.G8 B will be given the right to cency +his agresment for
o guccessive pericds of 19 yeers each upon such reasonsble terms end condi-
tions a8 wmay be preseribed by the State unless otherwise provided by law

at the time of the cxplivation of sny such period,
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P.G.& E. proposes to operate the reservoir at pressures ranging from 900 to
1,500 p.s.i.g. There will be no charge for gas injected until the 200
p-S.1.g. reservoir cushion minimum i3 reached. However, if gas is with-
wraxn hefere the pressure reaches 900 p.s.l.g. or ig withdravm below that
pressure, and on termingtion of this agreement, P.G.& E. will pay the then
prevailing rete for ges withdrawn wntil the pressure reaches U59 p.s.i.g.,
below which pressure payment for gas will already have been received.

The epplicant has paid the $5 statutory £iling fee end will deposit & bond
in the amount of $50,530.

The proposed form of lease is the result of joint conferences between the
gtaff, P.C.& B., and the office of the Altorney Gensral, ani has been
approved as to legality by the office of the Attorney General.

IT IS RECOMMENDED THAT THE COMMZISION AUTHORIZE THE EXECUTIVE OFFICER TO
ISSTE A GAS-SPORAGE IBASE TO PACIFIC GAS AUD BLECTRIC COMPANY COVERING
THE STATE'S INTEREST IN THE McDONAID ISLAND SAND UNDERLYING THAT FORITION
OF THE BED OF WHISKEY SIOUGH, SAW JOAQUIN COURTY, TO BE SHOWN ON EXHIBIT
"A" TO BE ATTACHED TO THE GAS-STORACGE ILEASE AND BY REFERENCE MADE 4 ART
HEREC?, SURSECT 70 DEFOSIT BY THE IESSEE OF A POND IN THE AMOUNT GF
$50,000, 'THE EFFECTIVE MATE OF THE IEASE IS T ¥F MARCH 1, 1962. THE
ORIGINAL COMPRISATORY AGRERMENT, SASEMENT 42,1, ENTERED INTO 07 MARCH 1,
18h5, IS TO REMATN IV EFFECY FOR ALl ZONES EXCEDT THE McDONALD ISLAND
SAID. ’
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