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4 ., REVIEW OF STATUS 'or, DETERMINATION OF RUSONOLE 'MARKET 
VALUE OF NATURAL GAS ,- W,  9758, 	', 

During , conaideration of Calendar Item 10 attached, Adting 
*airman Sid,McCaualand stated: that . the Office of the, Attprpey 
'General had' adVised the ,COMMission-that it would, be appropriate 
to ,reconsider , this matter, a0er the, arbitratiop-prodeedinga 
between Pacific Gas and 414t4c:'CPRIally, ' toinoil, Texaco „and 
Superior are poncluded kld final ,arbitrated ,natural ,gas prices 
Are established in ,additions  Mr. ACcauslandplarified the 
toniOis slop's actionof the January ,'Clk,  •.9;74,':PMePing with regard 
tco.Minute Item , f.):,. file a_tateci that the intent of 'that resOlution 
*s t6,11ave this Matter, returned: to the_popion,, upon 4oh,.. 
elhaim ,o'‘e, thp'41:4b*tratlion ,proCeedings, for its review 'anon;  
Approval of the ,appliCatiOnof the arbitrated prides to the 
specific estate,  teaSes, Ile,  ,141#3140,r stated #. had not been 'the 
,ColattscOn';'sHibten; tea delegate its ruld»,,a1415ing :authority to the 
arbitrati;On ,PahaL :but rather to,,hive the ,arb#r4t;i0n, deci4on 
provide' the ,Com#60i0h with ,g0.4 Wigs and :paraMetprs , fOr 4,  
later decision on thia 'Matter. Ms. Betty JO Smith voiced her 
pOnctirr,enqa .w ttli .Milr, MoCagst*,14. 	, , 

. 	, , Mr. :Leonard ,Shaider, Deptity ,City-Attorney City and ,County of 
Sail ,Erancisco, ,415peared and ,e#preaged concern that the public 
notice sent Out regarding this iiieeting ran no adequate. 

, 
Mr. ,MoCalziaafid ;pact 1.„,ntt), the record a :Eitatetileht-y 'phOrman 

'arkilden ,Cory,, included, 14 a .metyl#4,ndtxt. 4aep4.,$ateli 30; 1978, 
to ,Meri757h M. Dytal1y and Roy. 'Bell, 4avi0i4 that if he were 
present at this 1Meeting, he would vote to approve the staff's 
recoiamendation. 	_ 

, 
Uporrmotion-duly,made And carried i  the Commission adopted the 
resolutio• as presented' in Calendar Item 10 by a% vote of 2-0. 

Attachtent.: ' Calendar item IC (1 Page), 

( 

) 



CALENDAR ITEM 

REVIEW OF alvi?tis OF Oi.:TERMLNATION,'''OF 
REASONABLE MARKET VALUE OF NATpRAL,GAS 

At its last meeting the CommiSsion requeSted that the Attorney 
General review` the legal ,status of its' previoUs.'dedision, with 
reSpedt to natural gad pricingi., ' Our ,Atterney General's Office 
has giVedthef-ollbWing, 4nfOrMaIsdvicel 

"At .its`  meeting 'ofl ,,lanu,:,itY 20, 197a, the State. Lands ,Commis.sion 
,Adopted A' resolution .prOViding.'that it will Arse in ''its determina-

' tide. of the reasonable market 'value, 	current market ',price,  of 
the ga-S-prOd4qe0, E,:rOin, the. 	1. a: 	in,  the Oio Vistay Isleton, 
River flan0 41.4 *y# r*iind,lields",:/ the ,orlpeg tbat ate ,ithe 
restat of the pending' ,art,,bitratidal tetWeien '1?ac:ific :Gas. and "aectrio 
'Company-  and TexAdo, AniinOi4 And 'Superior',  .provided ti i t.'stattivad 

t=otiliti:t04104,  zegulate and ,iMpose, 'a ceiling , on 
the 'Pride' 	:Produced -and ,,sold 	 then the State,  
LandS'CoritthisSioti would 	 determination, 

That resolution inveiVed the tundainental 	 th9 
Cpm1114.ssiop to use the Arbitrated prices ih its determination 
of .reasonable Market 'value or ourroto.:,,triarket 	4ipidevOin, 
that' reScaution'14# not a finA/ diSpoSition Hof the Mattar•.„ After 
the ail:A-Etat:ton is ,dOridIvided,  and 'final arbitrated ', prides become 
available, the matter must come before the Commission ,tor the 
purpOS6 'cif ;applying. thOSe 'arbitrated prices to,•the 
state lease*. 'This, 	indlude applidation Of those: arbitrated 
prides to 'the' three 0-`-nionth period's, that are, stibjedt ito- the ',Com-
missioni S' deterMihatiOh, 'adJUStMent of the Pr-tats for ,,, the' peaking 
value of the gas from the l'.)artioular leases and an,  indication 
that ,adjustments to the prices will be made for the heat content 
of the gas acttially delivery 	At that 'timei, the ComMission. 

, would be free to reject.' the''arbitrated price And'make another 
determination of the .reasonable market value or current market 
price that it believes approPriate and is supported by the 
factual record before it." 

RECOMMENDED THAT THE COMMISSION RESERVE THE RIGHT TO TAKE 
SUCH FURTHER ACTION AS IT DEEMS NECESSARY, AS SET FORTH ABOVE, 
AFTER THE ARBITRATION IS COMPLETED. 



MINUTE ITEM 

,G0tRAL ,LtAU r  INDUSTRIAL USE; PACIF,ICGAS AND ELECTRIC 
COWNY -,W 

During contideratitynof ,Calendat l'em 11 attached, Mr. James F. 
Trout, Manager, Land Operations, summarized,  the item. 

Jan Stevens, Assistant Attorney General pointed' out 
that the ,Final Envitonmental,Impact Report 4Ontetned,statements 
Made by the Attorney Generai'4 OfOce.whigh, were inadvertently 
in cipled in the Final EZR. _These coMMents Were  submitted  
tythe Office Of the'Attorney 

 
 General only As .legal advice 

in response to questions which could' be raised and do not 
represent 4p-  opinion of ths Attorney, Cenete , OUlee- 

Thp,following appearanceavere made in-opposition to the 
,staff'S teccimmendatiOn;. In, generall  they-mainly' objected, 
to the inadequady of the, 

Mr.,NorhertAmli, reqesentin rthe,Sterra,Club,, 
FaTOTg7T54t't5e app 144nt-anctTiTTTTTie 

 
 Sierra 

Club with -written answers, to queStions they had previously 
raised. in comMent4submitted,to,the Commission in. con, 
nection  with  the EIR. He also requested a copy, of the 
proposed lease, Mk. DaWS StateMent is on file in 
the Office ,of the Commission, 

Acting Chairman ,Sid 'McCausland stated that  .a  dePision,has 
to benade when the EIR , proceSs i4 over, tae stetted,  that 
Mr, D411 appar,ently-had thoroughly, analyzed the EIR and 
had proVided 	pages -of questiina NA0.0 M9u14 probably, 
generate.4notherAIR.  He  expreased his apptpCiation to 'Mr Dall 
for r4sing these ,Concerns, but Statedthat_hehaS  a.  respon-
altility,t0,a1I applicants,  in, deterMin4ng at what ,,point 
the EIR ptticessishOuLd:oe closed.. rMs,, Petty Jo, Smith asked 
to What extent is the State obligatedto meet the,objections 
raised .sinbe the.Commission is lead agenCy. Mt. Rick Frank, 
DepUty AttOtbey Oeneral„ 5tatecIthat,the-“aff had,  adequately 
met all t4he procedural requireMentsadcording to the California 
Fri14,:onment,41 , Qual4.ty Adt; however, he stated there Was 
nothing to ,prevent the CoMmisaion from deferring action, 
On this-, teM 

Mr, Rod Holm ren, thaitman,Koss,Landilajask,Force 
BT-WeRTIFiry tartornaial-65-grUoiTirvatlon  t~orrim  tee,  
mia7MMmanpf-Tiii7Vintana TrAilaple±:74:34eireTTUT 
TiTTGEWiT1TF. Troriligren statirthiit--4u417c7ffirinade 
quacies of the Final EIJI*  it was their rec2mmeodat4,11 
that the ComMission deny the lease, HiS comments are 
On file in the Office Of the State Lands Commission. 



Mr. Judson Vandevere, re red 	the Audubon Society 
-aTur 7771-end's -o-f-TEF Sea Otter-. 
rifi- 11751ERE-Taill-Bli-V5Eipty, Mr. Vandevere resubmitted 
tot Cotaderation theit comments d4ted Septetber 14, ' 
1077 bec,Lust he contended they had been-previously 
ignored by the staff of the COmmiSsion. These comments 
mainly dealt with the inadequacies of the Final EIR 
with regatd to,  the 	'of oiled animals' in the event 
of a spill. 

,On-behag'Of the Friends 'of 'the Sea , Ottpr, Mr. 'Vandevere 
redUested-that 'the tea'66. be , denied because 
the aUbleethad not been dealt with,  adequately in the 
14nal,   

Both Statements' are on file in the Office cif the C4Affitssion. 

Ms.:Betty ,SA'SMith'Asked if the Final'EIRaedretsed tvese,  
objeCtidna: Mt,.-TrOUt:'stated that :`-t had, but it 	ilatttr 
'of 'interpretation when endUgh fa ,enci*h 
Mr, McCaUsland sUbMitted fOr-the record alett'cfrdated March 24, 

'197B frOM he Teague of `Women Voters of 'the Monterey Peninsula, 
tai 14t, 	 'T. Northrop, advising that the'teaguehad 
tOt taken, a position on this iSSue but bad listed, -some of 
their ConCernS,' 

Mr. Peter Baumartner, attorney representing Faciiid Gas 
and Electric COmpany, appeared, MS. Smith stated it was 
he understanding that 'the Coatt Guard 'had redettly called 
a practice oil spill drill and-issued an unfav6table report 
resulting froM that drill. Mr. Roy HM e; of the "Most. Landing 
Harbor biStYitt appeared. He stated that it was his iMpresaton 
the'drili was SuCeessfOl. Mr. Dwight E. Sanders', Chief, 
Planning and Envirdnmental Coordination Unit, adVised ,he 
was present at A TAtker Task'totce Meeting at the Resources 
Agency. At 'that Meeting the Coast Guatd stated that the ' 
staff of KO, did follow the book according'to the plan. 
However, the test 'was Called at ebb tide and the present 
oil spill, contingency plan 'did not consider such a tide. 
Mr. Hawe's stated that the Coast Guard set the ,conditions 
and that PG&E responded to that' set of conditions. Mr.. Sanders 
then advised that at the Tanker Task Force meetings  he had 
requested' the Coast Guard to expedite their eeport and forward 
a copy to the Commission. He pointed out the Final EIR requires 
a complete tevaMp Of the, ail 	contingencY plant 

At the COnclUSion of Chi testimota ,liMs. SMith roved that, 
in, light'Of the' tacit that the Staff had requested the report 
froM the Coast Guard on the subject' oil spill, drill, the 



action be postponed until the Commissliop4s in receipt of 
that report and has had time to review,  it, 

Vt. Op0ausiand advised for the record that Chairman Cory 
had left a note dated March 30,, 1978, to 'Mqrvyn Dymally and 
Roy Bell saying he would, also like to Teyiew the findings 
of the Coast GUat'd before he makes a decision, Mr. McCaus7.and 
then instructed the s',,aff to meet with PG&E and reach a 
solution to this ,matter,, 
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