M 1]

fWﬂ&Cabnmwimn1Nq.£§L;

was appraved as Minute lten;

,glo,. ,_923., by the State Lands

lQﬁ"nBSNM?PYfIVO{%Of< - MINUTE LTEM

at 'ts...:‘ [

N tfng.'

27. PUBLIC HEARLNGS ON VALUE OF NATURAL GAS PRODUCED UM
STATE LEASES.

during consideration of Calendar Ttem 27, attached Douglas
McCloud, Managet, Pacific Gas § Llectric Company, appeared.
In summdty, Mr. McCloud stated that P.G.§E. is not opposed
~to- holding public hearings to detérmine the price of gas.
However, it is his opinion the good resulting from the
hearings will be eithér minimal or detriméntal.

Upon motion duly made and. carried;, the resolution was presented
in Cdlendar Item 27 was adoptéd by a vote of 3-0,

Attachment: (Calendar Item 27 (2 pages)
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PUEL1C UEARINGS ON VALUE OF NATURAL GAS
PRODUCED TROM STATE LEASES

On September 30, 1976, the State Lands Commisg ion approved an
iwcgrim,pricgvﬁér its royalty gas fLrom State jeases produced
by Standard 01l Company 0 f California, ol $§1.20 per mmbtu,,

for 4 pericd of six months cominencing July 1, 1976, with the
uhdévs@anding‘tha& such apptoval would not be deemed a deter-
aihation by the State of ‘the current fqasonablg‘mafket value
of the royalty .gas. The app%ovdL‘waS'to.b¢ subject to the
right ofi the Sﬁﬁtgnatithelgnd“of thg'sixfmonmh period or any
gime thereafter, to make azdeiérminqtiOh,éﬁ the reasonable
matket walue of the royality gas, for ‘the purpose of estdablish-
ing the price tgjpe;paidlihe.sgamé for the royalty gas, begin-
hing January 1, 1977, -Puiusant to. the various leas¢ agreements,
nhe~rensqnabxqﬁmafkct value of the .gas may be detexmined by

the Commission dt any time during the lease.

Factors iu~the consideration of the value of naturdl gas in
horthern»CaIiforhia should include: o

w»

(1) 'The market value of ﬁOrthern;Caiifornialgas production

for direct industrial use. This is essentially based

on thé present and forecast price of natural gas and
alternative fuel deliveries for industrial use in
hortﬁérﬁUCamifomhiga“ak&ng'iuto,a;couﬂt the extent

of forecast curtailnent of natural gas supplies,; less

the «cost .of pipe liné transportation for these industrial

gas supplics. from the Eield?towtﬁe industry dnvolved.

the cost of alternative fue'ls in northern California.
This is essentially the cost of such alternate fuels
Qs LPG'(QTOpangl,,ﬂresél fuel (kerosene) and: residual
fuel oLl dqpond*ngsupon«the adaptability of individual
industries to the use of edch of thése alternate fuels .

pacific Gas and. Blectric Company las reported that 45 percent
of their supplies (from Bl Paso. out-of-state and. Pacific Gas
Transmiss.ion GQapadian Gas) will cost at lease $1.60 per mmbtu
on the first of thc~ycar;~Caliﬁornia Gas Producers Association
reports that the price for industrial natural gas puvchases in
northern California willk increase to over $1.75 per mmbtu At
the wellThead; and newspaper Tteports indicate that, at least in
southannfGaliEoeru§ contracts have beéew entered into for large
volumes of propane at @ price equavalent to $3.26 per wibtu,

An increase in the interim gag price from $1.20 per mmbtu to "
$1.50 per mmbtu would result inpun<mncrnased annual royalty revenus
to. the Stdate of approximately $750,000..




CALENDAR LTEM NO, 27. (CONTD)

OFRICER OR HIS NESTGNEE, TO CONDUCT PUBLIG HEARINGS WHERE THE
CONCERNLD PARTIES MAY PRESENT EVIDENCE FOR THE RECORD TO SERVE
AS A BASLS TOR THE COMMISSION"S DETERMINATION OF THk REASONABLE

MARKET VALUL OF STANDARD'S DELIVERIGS OF NORTIERN CALIFORNIA DRY
GAS TO P.G.E&E.

LT 1S RECOMMENDED THAT THE COMMI'SSION AUTHORIZE THE BXECUTIVE






