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During consideratipn of Calendar Item 2» (huirman‘Cory asked
if a renxesentatnve from PHC1£3¢ Gas & }1ectr1c Company Ww4s

in the audience. Mr. PHil DeYoung appeared, but lndxcﬂted

he was at the mecetiny only with regard to land matters.
Chairman Cory asked him to come forward Le answet -the folldw-
ing quéstion: Would it be acceptable to Pacifig¢ Gag & Blebtxic
if che Commission approVed\tho item at $%.31 per MCE, less
campre551pn charges not to exceed 11¢ pet Mcf, which will

nét Stapdard 3$1.207

Mr. Colin CampbéIT representing Standand il Campany of
California, stated the problem with Mr. Gory's proposal is
there are changes pianned in compression facilities at the, Rio
Vista Fleld, and it 1is his understandlny the precent charges
‘therk arve go¢ng £or Ancredse.
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Mr. Tom Finicai, representing Standard Oil Company of CaLLﬁ-
ornla, appeared. He informed the Commission that the day ‘before
he talked with a Mr. John Sproul, Vice President of Gas bupply
#or Pacific Gas and Electric Company, at which time hé posed
the same question. Mr. Finical stated that after »everal
hours of study,; Mr. Sproul lnfOTde him that P.G.§E. would
not be willing to sign a contract with the price o6f $1.31 per
‘Mcf mainly because Pacific Gas § Llectr;r is cowducu:ng s imud -
Laneously negotidtions with about 89 or 90 .different produ"orb,
Each of these prnduccrs are endeavoring to get the highest price
to which ?.G:§E. will agvee. IF there is a variance for the
Rio Vista contract, P.G.RE. feels they would. ‘have to ab1de by
}1hat thnaall their other contracts and p;oducers‘
T

Lhairman Cory stated he is inclined to. give tentatlve appfbv&l
For .a contrdct at $1.:31, less compfession charges not ‘to exceed
clevei cents. per Mcf and put ‘the buxrdén on P.G.&E; He questioned
what happens if Standard is a month without a conttact, Mr.
Northrop stated the Division would make the condition rettd-
active without preJudmce. Chalvman Cory then asked Mr. Finical
what it would dé6 to 'SOCAL. Mr ' Finical stated that they would
get 75¢ until they rteceive a fully executed agrcement thh
P.C,&B., the: delay would be one ionth., Mr., Finical indicated
it is his opinion P.G.GE. wilkl not voluntarily agree to the

0 $1.31. Chairman Cory stated that he believes thegy will. He
said he would contact P.G.4E. and attempt to cenvince them of
the propriety of the proueed:ng, if it does not adversely
affect Standard in a maJoz way. If not, the other altertnative
would be a special meeting, Commissioner- -alternate Sid MeCausland
indicated he had no ébjection to Chairman Cory's proposal.
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Upon motion Auly made dnd “ﬁrr:ed, the rolluwang 1u$olUtzon,
as amended, Wa8 approved by & Vote 6f 20y

THE LOMMISbLU %LWT\TlVBL\ AUFKURL&&S fﬂP ADPROVAL OF xnm
LETTER AGRhEh‘N1 MOD}FICArloNs DATED J 2.2, 1076, 1O GAS
SALES AGREEMENTS BETWERN SXANDARD 01L qr GAlIYURNlA
AND PACTRIC GAS AND LIPLTR&( COMPANYy ,g ‘, Tlﬁ? THE
CONTRACT SALE } ’RICL s Mdﬁlflbn‘ﬂn \L 31 P LERS COM<
PRESSION CHARGES om CENTS ; CFy AS A PALLS
¥OR THE SALL AN AR AMPANY OF '
PLODUGED FROM GAS )r NT 415
PRE 729, 01L ANY) GAS. L s L 374% Aun : a
PL\%ATOR\ bA% AGRLEMEh ‘s AND: PkG,ZJQﬁ; 'OR an PR RIOD
JULY 976, THRQUGH uu“515 5 9%8, SYRYECT IO lUPIHhR
WPImTh% APPRGV&X oz ALL PP 1CES AQRhLD UPON IOR‘WUE PERLOD -
COMME hCI\b th 1978, AMN'PUR‘HTR eoubcw PO THE EXORESS
CONDITION T Tnla APVROVAL unApL,N ST B B CONSTRUED T9 NanLFY
QR TQ AFF E 1N ANY MANNER A OF.THE LIASf TRRMS, INCEUDING
‘FQLL COMP, LANGE. BY THE | LlSSﬁL With ALL THE TERM% %$D=LOVD11{QES
»orph. TEASES, QND Al ME EAND 1H5 RULLQ A GULAPTONﬁ
CTHE STATE rhwos LOMMIa&I,N T 1
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o PEQUEST TOR APPROVAL OF ‘G SALES AGREEMLA
STANDARD QTL COMPANY OF CALIFORNTA AND PACIRLC
. | GAS AND LLECTRIC, o
 SACRAMENTO,  SOLAND, CONTRA COSTA AND SAN JOAQUIN COUNTIES
LSE 415.1 & 5+193 » PRG's 714 429, 2966, 383, 3745 and 2396

Standard 0i} Company of -Caljifornia has negotaated price in-
Creases with Pagific Gas and Klectrde Company for gas sold
Lo it under contravts with Gtandard, some .0f the contracts
cover.gas produced from State Leasss and gas allocated to
CState 1and‘under“c0mp¢nsatqu agreements,  Standard Lt Comparn,,
his spbmitted foh anproval, pioposed Letter Agreements, dated
ooMne 22, BYTRG betweeh Standard dand PGYE “that will wmodafy vhe
Lo pRriea provisiois of the Gas Sales Agréements ‘covering whe

¢

. "State $aﬁagsggnd1quq¢mnﬁt30 These ard corresponding, price
Cothanges dre Listed betowr : ' f
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| , C o PG&E CURRBNT NEW ‘
s CONTRACT  PRIZE/ FRICE/ .,
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T T Isidnd L 6/30/67 77 .0¢ $1.235

Lrberdy Island 0 a/4/68 2.0¢ 81,00y
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Rig ¥ista and Isleton 1/1/56 T8¢ 81.25
475 S 1O Vista Teen C O 9/22/67  80.%5¢ &1

PRC 714§ PRC 720 River Island 171761 ‘
PRC 8743 § PRC 389y tver Island 11/20/68 78.5¢ $1.255
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PRe 2966 0 L West Thuraton /L8437 72.04 §1.145
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. "The new prices have becn audjusted as provided for in the agreements
Listed abnyéyﬂbased.dnf;ﬁchvqrhgevhnaang vadue of «he gas in
BRY w per cubic Yoot and the respective agreement Lo Lactors
“(@verage daily veyid zemant diviged by the maximuw daiiy e ive-
ment, as provided fof in the vontract),  The basic prive is
$1.20 per Mef for 53-1/3 perient load lactars dnd pas having 2
hoating vajue of H0U Btu,  The ne' wontract praces are, in
Cgeneral, considerasly in excers of 7a¢ “border »riget, i.e.,
the price paid by California uLilities te out-of-state gac
suppliers. at thetCalifonniﬂ»Nevadﬁwdrizona borders, currently
57.5C cents per Mef;  Estimated Ineréase in ircome to the State
atteibutable Lo the price Increase will ameunt Lo appro “imavely
one and -one-hplf million dollars per year.
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The “mo-tiva tion for the significantly higher prices oftered by
'PG&RE appears to have heen the result of the Ocgidental~-POET
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Arhitration Award, wherdin the pen,onahlc market value for the
Occidental gay purchased by PG§L was dotorminey to he ¥1.34
per MM Btu, This Arbitration Award is ‘being appealed hv

PGEE to the Sdperior Court hase an conllivt of interest alle-
gations against the carbityators and failure to Follow arbitravion
agreement. guidelines,

The effoctive dage of the proposed moldified agreements is
July %, 1976, and covers a two-year period with a price to he
mutually dgreed upon for each succeeding period, commencing
July 1, 1978, as specifiod in the agrecnents, :
The State leases subject to the sales agrcement ‘have been re-
viewed by the Gffice of the Attorney General with the following
comments: 4 . ,

1. State Lease E' 415, which produges in excess of 755 of

the gas to be sold pursuant to the subject agreements, does
not provide for the State teo take its royalty share of

the gas in kind. ! ' ' '

'WhgteVem(powcy the State mav have to defcr,pfgdﬂction.in
anticipation of future rises pursuanpt to Section 6830 of
the Public Resourges Lode is abridged by the provision of
the unit agreement governing £ 415 as provided in

Section 6832 of the Public Resources Code. Amendment to
adi leases would be voequired to defer production of the
Stataels ravalty. shave of -the gas., -

The Commissdionts approval .of the subject sales agreements
would not prevent the State from réquiring the payment of
royaltiecs based upon a higher price, if it were determined
that such ‘higher price was the reasonable market value of
the gas. The reasonabla markeét walue of the gas caw be

deterimnined by the Comintssion at any time during the lease.

‘fﬂe spaﬁfddégswnot @aVe.any.mbjéCtive'data which weuldd support a
h;gpem Price, at this time, than the prices contained in the
Subject contracen.

IT TS RECOMMENDL D THAT T ¢y sgiae AUTHORTZE THE APPROVAL OF
THE LEUTER AGREEMENT MODICICALIGNS pAYLY JUNE 22, 1976, 10 GAS
SALES AGREEMENTS BETWELY STANIARD OTL. COMPANY OF CALIFORNTA AND
PACITIC GAS AND ELECTRIC GOMAPNY, AS A BASIS FOR THE SALE AND
DELLIVERY BY STANDARD OIL COMPANY OF (I GAS PRODUCED FROM GAS
LEASE BASEMENT 415, GAS LEASES PRC 714, AND PRGC 729, O1L AND
GAS LEASES PRC 3743 AMD PRC 3890 ANu COMPLNSATORY GAS
AGREEMLNTS PRC 3238 ANR PRG 29%66, FoR TR PERIOD JULY 1, 1976,
TUROUGH JUNE 30, 1978, SUBJRCT 10 FURTHLR WRITTEN APPROVAL OF
ALL PRICES AGREED UPON EOR THI: PERIOD COMMLNCING JULY 1, 1078,
AND FURTHER SUBJECT 0 THE LXPRISS CONDITION THAT TILS APPROVAL

~Z- (rev, 2/21776)
{Revised 1/16/76)
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SHALL. NOT BE CONSTRUED 1O- MODIFY OR TO. AR
ANY OF “THE LLASE TERMS, INCLUDING FULL CO
WITH ALL THE TERMS AND CONDITIONS OF

FLECT IN ANY MANNER
MPLIANCE BY THE LESSEL

f

1 THE LEASES AND AGREEMENTS
AND THE RULES AND' REGULATIONS OF THI

STATE LANDS COMMISSION,






