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23, APPROVAL OF GAS bALL AGREEENT, QEANDARD DIL COMPANY
OF CALITFORNIA AND PA(ILI( GAS AND ELTCTRIL, bA(RAMlNTQ,
S0LANO, CONTRA COSTA ANU SAN JOAOUIN COUN?IPS W 07:8

During consideratipbn of Calendaxr 1tem 2» (huirman‘Cory asked
if a renxesentatnve from. Pac1£:c Gas § Ilectrlc Company w4s

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

he was at the mecetiny only with regard to land natters.
Chairman Cory asked him to come forward Le answet -the folldw-
ing quéstion: Would it bhe acceptable to Pacifig¢ Gag & Blebtxic
1f che Commission approVed\tho item at $%.31 per MeE, less
campre551pn charges not to exceed 11¢ pet Mcf, which will

nét Standard $1.207

Mr. Colin CampbéIT represgnting Standand 0iL Canmpany of

‘ almfornlau stated the problen with Mr. Gory's proposal is
there are changes pianned in compression facilitiés at the, Rio
Vista Field, and it is his understandlug the precent charges
thert are go¢ng £or Ancredse.
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Mr. Fom Finigai, representing Standard Oil Company of Cﬁfo-
ornia, appeared. He informed the Commission that the day before
he talked with a Mr. John Sproul, Vice President of Gas bupply
for Pacific Gas and. Electric Company, at which time heé posed

the same question. Mr. Finical stated that after »everal
hours of study,; Mr. Sproul lnformcd him that P.G.§E. would
not be widling to Sign a contiact with the price 6f $1.31 per
‘Mcf mainly because Pacific Gas § L]crtrxr 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. LF there is a variance for the

Rieo Vista contract, P.G.GE. feels they would ‘have to ab1de by
}1hat thnaall their other contracts and p;oducers‘

4“.

Chairman Cory stated he is inclined 'to _give tentatlve appfbv&l
For .a contrdct at $1.31, less compression charges not ‘to exceed
cleveii cents. per Mcf and put the buwdén 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 retrd -
active without prejudice. Chalvman Cory then asked Mr. Finical
what it would d6 to 'SOCAL. Mr ' Finical stdtud that they would
get 75¢ untild ‘they teceive a fully executed agrcement wgth
R.C.GE. the Oclay would be one wonth. Mr. Finical indicated

it is his opinion P.G.GE. will not voluntarily agree to the
$1.31. Chairman Cory stated that he believes they will. He
said he would contact P.G.4E. and attempt to cenvince them of
the propriety of the pxouﬂedlng, if it does not adversely
affect Standard in a ma301 way. If not, the other altecnative
would be a special meeting, Comm1#sxonex-alnernate Sid MigCausland
indicated he had no objection to Chairman Cory's proposal.
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Upon motion duly made and & rmed, the rollmmig'. m‘;sblUt.i,’c)n.,,,
as amended, W8 approved by & vote 6f 20y

THE LOMMISb[U” CENTATLYBLY AUFRURL&&S fHP ADPROVAL OF ynm

LETTER AGREEME (ENT MODlP‘CAIlON‘ DATED 2.2, LW?& 10 anu

SALES AGREEMENTS BETWEEN, STANDARD O1l

AND PACTRIC GAS AND BLBCTRIG LQM?ANY'

CONTRACT SALE } >Rlcv T8 MonxrxrnAwn §1.351 PER \
PRESSION LHARG <0F 70 BXCLED ,,-,; ;,:.‘,'M MCFy S A DALLS

FOR. THE SALh \ Vi Vi ] OMPANY OF :

PY\JDUCED RO}‘\ GAS BN .y, OAD LAY

PRE 729, 01l ANY) G TASES PRCBT 3 AND ﬂn-,‘ in GOM=

PL\%ATOR\ bA% AGRLEME& sgix AND: PRE 2966 R THE PERIOD
JULY 976, THROUGH uUumLéo 4,978, suaJheT'mo 1bnmnhR

WPImTh% APPRGV&I ox ALL PrICES. AQRhLD UYPON ROR EHE PbRIOD

COMME hCI\b ILY 1078, ANv'PUR‘HrR %huJb(T Yo THE EXORESS
CONDITION T THLK APVROVAL uﬂALL,N 3B 5 COMNSTRUED: T4 NGDLFY
QR TO AFF B (N ANY MANNER Awi OF.. THE LhASf THRMS , INCEURLILC

CFULE COMPLA wANu BY. THE LlSSﬁL With ALL THE thmq %$D>LOVD11{QSS

‘»or.h. UEAGES, AND: Al INE AND 1u5 RuLLo AND GULAPTON$

CTHE STATE fnwos LOMMIa&IQN
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BEQUEST FOR APPROVAL OF Gas SALES AGRLEMI §
$1AYUARD OTL GOMPANY QOF CALIVO kNIA AND PAC[YI
GAS AND LLECTRIEC,
“ACR\MLAAQ ,&OLANO (0N1RA CUSTA AND SAN JOAnurN COUNTIES
LSE 415.17 CH 5<1938, PRC's 714, 429, 29665 323%, 3745 and 3306

Standard 0j] Company of {d]Lfozuua has Jegotaated price in-
ALIOl G8s with Paum~w“ Gas and i ilectric LomQAﬁy for gas sold
Lo it under LOhLYﬁGLS wiotih, utandardu Some .0of the contxl*tq
CUVEYL, Las produeed from State leases and gas allocoted to
’btdfn Tand undey compensath agreepents, Standavd Q1Y Comparn,
hig submzttcd £ol approvai, pxopoqed Lettetr Agreemonts, dated

ung 22, YRy bevweeﬂ Stand rd and PGYE Lhat will madl(y vhe
CpRied prévisiois 9l the. Gas %ale: Agréenents ‘covering the

StWL@ lGuSQ\ dnd agreemcntsu Thase ard. corruspondzng}préuu
uhanwc& are xlﬁteu b@&nw* o

e . H, S o PGELE CURRENT NEW

g CONTRAGT  PRICE/ PFRICE/ .,
FLELD, LDATE L MEE o MeR

Teck x ;sjand | ‘,6/g0xui 77,.0¢ §1.238
‘:beerlv I\}dud "‘ ' §/4/6§

RJD Vl ta and ls]eron 1/1/56
415 o Ri6 Vista Deep T 9/22/67 80, 5¢
PRE 714§ PRC 720 River lsland /1761 71,0¢

PRC 8743 § PRC 3890 “yer Island 11726/68 78.5¢ $1.255

. mhafe@ef~ S West thizaton L TILBST 72008 $1.145

) oo "

“The new pnlso have bocn ud;qatod as provided for in the agreements
Tds1ed ahave, based on Uie aquﬂbe hﬁqtlﬂg value of ~he pas in
AN 1N uwrttuh*t Foot aid the res pectuvo agreement Lo Lactors
(average dajly veyulsemant divided by the maximum dajiy weuiTe-
mcn1 as provided i in the wontracty, The basic price is
bL.~0 per Mof for 33-17/3 perient load lactars dnd gas having a
gating vajue of 1000 Bru, 7h0 ne’ wcoptract pruaces are, in
1ener1L, considera, Jy in excers of ia¢ “border criget, 1,e.,,
the price paid by‘uajﬁloxnxu uLL‘"tics te out-gf-state Pas
auupllors at the Qalnfolnxﬂ-dc»ada~Ar17onq borders Currcntly
67.5C cents por Mér; Bsvimated Increase in ircome to the State
atteibutable Lo the price increase will ameunt to Appro ima«ely
one 1nd ‘one -hpl f million dollars per year.

Thezmotivxcxon for the significantly higher prices of tered by
"PGRE a;pear@ to have heen the rosuly of the Qcamdontal ~PGHT
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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 Arbirration Award Is being appealed by

PGHE to the Sdperiaot Court hasel o conf{lict 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 agreement ‘have been re-
viewed by the affice of the Attorney Geperal 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 requiring 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 APFROVAL OF
THE LEUTER AGREEMENT MODICICALIGNS pAYLY JUNE 22, 1976, 70 GAS
SALES AGREEMENTS BETWELY STANIARD OTL- COMPANY OF CALTFORNIA 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 PRC 729, O1L AND
GAS LEASES PRC 3743 AKD PRC 3590 ANU COMPENSATORY. GAS
AGREEMLNTS PRC 3238 AND PRC 7066, FOR THE PERIOD JULY 1, 1976,
TUROUGIE JUNE 50, 1978, SUBJIBCT 10 FURTHLR WRITTEN APPROVAL OF
ALL PRICES AGREED UPON EOR THI PEREOD COMMENCING JULY 1, 1978,
AND FURTIER SUBJECT 0 THE LXPRI S5 CONDITION THAT THES ARPROVAL

~Z- (rev, 2/21776)
{Revised 1/16/76)




CALENDAR ITEM NQf 23...,. (CONTD)

SHALL. NOT BE CONSTRUED 1O- MODIFY OR TO. AR
ANY OF “THE LEASE TERMS, INGLUDING FULL CO
WLITH 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,






