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APPROVAL OF LETTER AMENDMENTS TO EXISTING
GAS PURCHASE AND SALES AGREEMENTS

LESSEE AND OPERATOR:
, Chevuran U.S.A. Inc.
T Attentton: Hilman P. Walker
P.0O. Box %950 :
San Ramon, California 94583-0905

- ‘ . BACKGROUND ON LEASES: . . i .
Chevron U.S.A. Inc. (Chewron) is lessee and
operator of State 0il and Gas Leases E-415,
PRC 714, PRC 729, PRC 3743, PRC 3896 and .
PRC 6458 and Compensatery Royalty Agreement
PRC 2966 which are located in Contra Costa,
Sacramento. San Joaquin and Solano Counties.
Leases PRC 3743 and PRC 38%6 are jointly held
by Chevron and Shell California Production
Inc. Shell's 50 percent share of the gas .
produced from the two leases is used by Shell
at its Bay Area refinery with the State's
royalty based upon the price Chevron receives
from the sale of the remaining gas to Pacific
Gas and Electric Company (PG&E). ~The leases
require that the State approve all sales
contracts including any amendments which affect
the disposition of the State's royalty snare of

rroduction from the leased lands.
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CALENDAR _ITEM NO. 40 _(CONT'D)

EXISTING GAS PURCHASE AND 'SALES AGREEMENTS:
on January 22, 1987, the Commission approved a
Letter Amendment dated October 13, 1986, which
amgnds certain gas purchasé and sales
agreements between Cheuron and PG&E to permit
Cheuron to sell the State's royalty share of
the gas produced under the leases at PGRE's
Ccalifornia Gas Market Retention Program (MRP)
price for the months of November and December
1986, inclusive, effective November 1, 1986.
This approual extended the State's
participation in PG&E's MRP to December 31,
1986. -

AMENDMENTS TO EXISTING CGAS PURCHASE AND SALES AGREEMENTS:
In a letter dated December 12, 1986, PJ&E
of fered the California natural gas proijucer
three pricing Program Alternatives which PG&E
believes represent the “Fair Market value"
(FMU) price for gas sold at the wellhead in
Northern California. €ach grogram has a
different price and term. The effective date
of each pricing progi~am is January 1, 1587 and
the term is that period of time which nmust .
elapse before Chevron or PG&E may again
redetermine the F4AU purchase price.pursusnt to
existing gas purchase and sales agreements.
The threse FMVU pricing Program Alternatiyés
are: (1) $1.70 per MMBtu for 1987 contvact
vear; (2) $1.75 per M8ty for 1987 and 1988
contract vears; and (3) $1.80 per MMBtu for
1987, 1988 and 1989 coniract years.

Chevron has submitted executed Letter
amendments modifying existing gas purchase and
sales agraements to sell its gas commencing )
January 1, 1987 at the FiAV price of $1.70 per
MMBtu for 1987 contract year (Program
Alternative No. 1). Since Chevron cannot sell
the State's royalty share of the gas produced
from the Chevron State leases without first
obtaining Commission approval, Cheuron has
requested that the Commission also elect to
participate in PG&E's pricing Program
Alternative No. 1 and pérmit Chevron to sell
the State's gas at the FMU price of %1.70 per
MMBtu commencing January 1, 1987.

(ADDED 03/18/87) -
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caLenpar ITeM No. 40 (cont'n)

Staff agrees with Chevron's analysis that
Program alternatiue No. 1, $1.70/HMBTU for
one year, 1987, is the best price for the
limited period and wotld not preclude taking
advantage of gas price increases should they
occur in 1988 and 1987. The alternative te
acceptance of the prices offered by PG&E is
lengthy arbitration with the possibility of
shut-in product1on during arbitration which
would result in a loss of revenue and possible
reservoir damage.

OTHER PERTINENT INFORMATION:

1. Pursuant to the Commission's delegation of
authority and the State CEQA Guidelinas
(14 cal. Adm. Code 15061).. the sta¥f has
determined that this activity is exempt.
from the requirements of the (EQA becayse
the activity is not a "project" as defined
by CEQA and the State CEQA Guidelines.

Authority: P.R.C. 21065 and 14 Ca}. Adm.

Code 15378,
AB 83%: N/f.

EXHIBITS: ;

Ha—-1" - Ypa-4", Letter Amendments (4) dated January 1, 1987
between Cheuron and PG&E Redetermining "Fair-
Market Value" Price.

JT IS RECOMMENDED THAT THE COMMISSION:

1. FIND THAT THE ACTIVITY IS EXEMPT FROM THE REQUIREMEMTS OF
THE CEQA PURSUANT TO 14 CAL. ADM. CODE 15061 BECAUSE THE
ACTIVITY IS NOT A PROJECT AS DEFINED BY P.R.C. 21065 AND
14 CaAl.. ADM. CODE 15378.

APPROVE THE LETTER AMENDMENTS DATED JANUARY 1, 1987 SIGNED
BY CHEURON U.S.A. INC. AMENDING CERTAIN GAS PURCHASE AND
SALES AGREEMENTS BETWEEN CHEURON U.S.A. INC. AND PACIFIC
GRS AND ELECTRIC COMPANY, AND PERMIT CHEVRON TO SELL THE
STATE'S ROYALTY SHARE OF THE GAS PRODUCED FROM STATE OIL
AND GAS LEASES E-415, PRC 714, PRC 729, PRC 3743, PRC 3896
AND PRC 6498 AND COMPENSATORY ROYALTY AGREEMENT PRC 2966 AT
PGAE'S PROGRAM ALTERNATIVE NO. 1 “FAIR MARKET VALUE"™ PRICE
OF $1.70 PER MMBTU FOR THE 1987 CONTRACT YEAR, EFFECTIVE
JANUARY 4, 1987.

(ADDED 03/18/87) i +.‘\LENDAR PAGE
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January 1, 1987

Chavron U.S8.A. Inc.

Room E1094

P.O. Box-5043

San Ramon, CA  94583-0943

Gentlenmen:

Plaage refer to the Gas Purchase and Sales Agreenent(s), as
amended, (Agrzement) Dbetween Chevron U.S.A. Inc. (Seller) and
Pacific Gas and Electric Company (Buyer), as describsd on tha
attached Exhibit A, covering gas production from gas field(s) in
California, and specifically to the PRICE paragraph therein.

By letter dated Decenber 5, 1986, PGandE requested that <the
prica to be paid for gas purchased pursuant to the Agreement be
revised. 2As a rasult of our recent negotiations, the puarties
have agreed to a revised price to bz paid under said Agreement
effective as of January 1, 1987.

Accordingly, effective Januaxry 1, 1987, the parties to said
Agreenent hersby agree to the following:

1. Paragraph 7, subparagrarh (a) will be deleted in its
entirety and the following like numbevred Paragraph 7,
subparagraph (a) shall be substituted thsrefor:

®(a) Unless and until modified in accordance with the
provisions of subparagraph (b) of this Paxagraph 7.
Buyer shall pay to Seller for all gas taken, or agreed
to be paid for whether or not taken, the lesser of
either (1) One Dollar and Seventy Cents ($1.70) per
MMBtu, (2) the applicable ceiling pricé or prices
permitted under the Natural Gas Policy Act of 1978
{NGPA) o) superseding federal legislation regarding the
price for natural gas, or regulation promulgated by the
Federal Energy Regulatory <Commission (FERG) or anv
other agency having competent jurisdiction, or (3) thc
applicable ceiling price or prices permitted under any
legigiation or regqulation enacted by the statc of
California or any agency thareof of compstent

Jurisdiction.
, { 2 )
APPROVAL BEBY. -
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Chevron U.S.A. Inc. - January 1, 1987

The following phrase appearing in subparagraph 7 (b):

w(b) Either party =may make written request within
thirty (30) days prior to January 1, 1987, . . .%

shall be deleted and the following phrase substituted
therefor:

w(b) Rither party may make written request within
thirty (30) days prior to January 1, 1988, . . .%

Except as herein specifically modified, all the terms
and condition¥ of said Agreement shall remain in full force and
affect for ail gas dalivered under said Agreemant.

By aexscution herecf, Seller proffers the price terms and
conditions described above. Buyer will evidénce acceptance by
ex;gutiﬁg in the space provided and returning one copy to
Ssller. .

PROPOSED: _ ... . . . " ACCEPTED mﬁzmnizﬁ.m:"""‘ -

*us &

CHEVRON U.3.A. INC. PACIFIC GAS AND ELECIRIC COKPW C

- . BY _ N « : _
 ©® — . (sellexr) ¥ — e

Avproval Cony
HNatural Gas Sales
Leazl

——]  [APPROVAL GORY

Approved ror Exspution
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Attachment to the 1287 Amendmsant
. of Fair Market Value dated January i, 1987,
[ to Chevron U.S.A. Inc.
A . from Pacific Gas and Electric Conpany

A PGand® Contract

‘ Beehiva Bend = Willows January 20, 1985 844

Bounde Creek Septembeyr 1, 1983 1022

Buckeye Kirk January 1, 1982 297

Cache Slough Octcber 12, 1978 654

S Compton Landing September 16, 1980 708

foy Durham January 1, 1968 460

Lo Putch Slough January 1, 1986 938 ‘
Srines July 21, 1964 373
Grimes June 15, 1979 683
Grinmes June 23, 1980 1050
Grimes Juwne 3, 1981 1021
Lathxop ) March 30, 1962 329
Rio Vista Deep o Septenber. 22, 1967 451. Q L
Rio Vista Deep, ‘Stat~ Tands September 22, 1967 453 e
River Islands Winters Zonma Jannary 10, 1568 458 '
River Islands - Isleton Janvary 20, 1985 845 )
Sherrnan Islarid Jung 30, 1967 4439
Stockton August 19, 1985 874
West Grimes fugust 11, 1961 295
Zamora Juisx 1, 1978 640

APPROVAL GoPY
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. NEEL S-16-4V
ACIFIC GAS AND ELECTRIC COMPANTY ]

PG~} 265 MANKET STREET «  SAN FRAKCISCO, CALIFORNIA S4106 o (415) 9728500 o TWX 9303726867

GENE SATRAP ~
L ~
G DRIILY MANASENEN

-
-

January 1, 1387

Chevron U.S.A. Inc.

Room B1094

P.0. Box 5043

8an Ramon, CA 94533-0943

Gantlenmen:

Pleage rafer to ths Gas Iurchase and 'Sales Agreemsnt(s), as
amended, (Agrsement) bet‘een Chevron U.S.A. Inc. (Ssller) and
Pacific Gas and Electric Ccmpany (Buyer), as dascribed on the
attached Exhibit A, coverirg gas production from gas field(s) in
California, and specifically to the PRICE paragraph therein.

By letter dated December 5, 1986, PGandE requested that the

"price - to be paid for gas purchased pursuant to the Agreement be
revizad. As a result of our recent negotiations, the parties
have agreed tec a revised price to be paid under said Agreement
effective as of January 1, 1987.

Accordingly, effectiva January 1, 1987, the parties to said
Agreexzent hereby agrese to the follcwing:

1. Paragraph 15, subparagraph (a) will be deleted in its
entirety and the following like numbered Paragraph 15,
subparagraph (a) shall be substituted therefor:

®(2) Unless and until modified in accordance with the
provisions of subparagraph (b) of this Paragraph 15,
Buyer shall pay to Seller for all gas taken, or agreed
to be paid for whether or not taken, the lesser of
either (1) One Dollar and Seventy Cents ($1.70) per
MMBtu, (2) the applicable ceiling price or prices
permitted under the Natural Gas Policy Act of 1978
(NGPA) or superseding federal legislation regarding the
price for natural gas, or regulation promulgated by the
Federal Energy Regulatcry Commission (FERC) or any
other agency having competent jurisdiction, or (3) the
applicable ceiling price or prices permitted under any
legislation or regulation enacted by the State of

" California or any agency therssZ of competert
Jurisdiction.

APFROVAL COPY s
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Chavron U.S.A. Inc. Jaruary 1, 1987

The following phrase appearing in subparagraph 15 (b):

®#(b) Either party uy make written request within
thirty (30) days prior to January 1, 1987, . . %

shall be deleted and the followinC phraze substituted
therefor:

% {b) Either party may nake written request within
thirty (30) days prior to January 1, 1988, . . ."

Bxcspt as herein specifically moudified, all the terms
#nd conditions of said Agreement shall remain 3in f£ull fores and
(ffect for all gas delivered under said Agraement.

By axecution hereof, Seller pruffars the price terms and
conditions described abcocve. Buyer will evidence acceptance by
exacuting in the space provided and returning one copy to
8¢iler. )

PROPOSED: ACCEPTED ANHD AGREED TO:

CHETRON U.S.A. INC. PACIFIC GAS AND ELECTRIC COMPANY

—{Selier) ' By i (BUyer)

ADDIOval GCDy
Matural G23 Szles
| Legal
tang
Prozinsiion
Finassial
Approved or ERssution
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EXHIBIT A

Attachment to the 1987 Amendment
v't Falr Market: Valus dated January 1, 1987,
* - to Chevron U.S.A. Inc.
from Pacific Gas and Electric Company

nY. .

Seconmse 4 O is ¥

Sontract Date
Rio Vviata State Lands May 16, 1940

PGundE Contract
-—_—_m——'—

- ¢

Puegng rrx, SPEN

APPROVAL GOPY
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', EXHIBIT “A-3"

%m 1 endPiC 36%.1 e
PACIFIC GAS AND ELECTRIC COMPANY .

TOGYwIT  —f~ 205 WARKET'STREXT o SAN FRANCISCO, CALIFORNIA 94106 o ®I15) 5724800 « TWK S103720087

SRNT SATRAP
| mMeen
SAS SAPILY MANASEMENT

January 1, 1987

Chevron U.S.A. Inc.

Room 21094

P.0. Box ‘5043

San Ramon, CA 94583-0943

Gentlenmen:

Please refer to the Gas Puxchase and Salies Agreement(s), as
apended, (Agreement) between Chevron U.S.A. Inc. (Seller) and
Pucific Gas arnd Electric Company (Buyer), ags described on the
attachzd Exhibit A, covering gas production from gas field(s) in
California, and specifically to the PRICE paragtraph therein.

By letter dated December 5, 1986, PGand® rcquested that the
.pzice to be paid for gas purchas=d pursuant to the Agreement be
fevised. As a result of our recew. negotiaticns, ‘the parties
have agreed to a revised price to be paid undor said Agreement
effective as of January 1, 1987.

Accordingly, effective January 1, 1987, the parties to said
Agrecment hereby agree to the following:

1. Paragraph 10, subparagrapl (a) will bs deleted in its
entirety and tae follewing like numbered Paragraph 10,
subparagraph (a) shall ba substitutad therefor:

%(a) Unless and until modified in accordance with the
provisions of subparagraph (b) of this Paragraph ic,
Buyer shall pay to Seller for all gas taken, or agreed
to be paid for whether or not taken, the lesser of
either (1) One Dollar and Seventy Cents ($1.70) per
MMBtu, (2) %he  applicable ceiling price or prices
peramitted undar the Natural Gas Policy Act of 1978
(NGPA) or syperseding federal legislation regarding the
price for natural gas, or regulation promulgated by the
Federal Energy Regulatery Commission (FERC) or any
other agency having ccmpetent jurisdiction, or (3j) the
appiicable ceiling price or prices permitteld under any
legislation or regulation enacted by the Stats of
Californiza or any agency thereof of competent

Jurisdictien.
3/ Y ﬁ. NDARPAGE 23
APPROVAL GORfe= ZF—
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Chevren U.S.A. Inc. January 1, 1937

The fsllowing phrase appearing in subparagraph 10 (b) :

“(bj Either party may make written roquest within
thirty (30) days prior to January 1, 1987, . ., .»

shall be deleted and the following phrase substituted
therafor:

"(b) Bither party may make written request within
thirty (30) days prior to January 1, 988, . . .»

Excext as herein specifically modified, all the . :
and conditions of said Agreement shall rewmain in full force and
effect f£or all gas deliverad under said Agreement.

By axecuticn heracf, Saller proffers the price teris and
conditions described aboyae. Bu{a: will aviderce acceptance by
excguting in the space provided and veturning eone copy to
s.l . .« . "

P26 Jleh & LICRL A NPT PRSI ¥ e “~ oy g':!c...--,-; ®,. &»- | 8 v :

.-
FROPOSED: ..o : ., “r *ACCEPTED AND AGREED TO: -~
CHEVRON U.S.A. INC. PACIFIC GAS AND ELECTRIC COMPANY
By __ . By '
* (Sellexry -

N

> (Buyer)

Apsoval Gy

Hatura} Gas Sajps, |

Leany )

- APPROVAL GOPY

Fimaiteiz)

Approved For Exzcution
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EXHIRIT A

Attachment to the 31987 Amendment
of Fair Market Value dated January 1, 1987,
to Chevroa U.3.A. Inc. )
from Pacific Gas and Blectric Company

PGandE Contract
Field contract Date Nuaber

Axbuckle September 1, 1957 208
Ryer Island November 26, 1968 480
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EXHIBIT "A-4" 4z

PEE 2-44+87
50 PACIFIC GAS AND ELECTRIC COMPANY

TOGID  —f— 25 MAKETSTREET o SAN FRANCIICO, CALIFORNIA S4108 + WIS) 9724300 © TWX 91037247 -

GENE SATRAD
MMNIR
SAS PUELY SANASEMON

Januvary 1, 1987

Chevreon U.S.A. Inc.

Room E1094

P.0. Box ‘5043

San Ramon, CA 94583-0943

Gentlemen:

Pleagse rafer to the Gas Purchase and Sales 2Agreement(s), as
anended, (Agreement) between Chevron U.S.A. Inc. (Seller) and
Pzcific Gas and Electric Company (Buyer), as described on the
attached Exhibit A, covering gas production from gasz field(s) in
California, and specifically to the PRICE paragraph therein.

By letter dated December 5, 1986, PGandE requested that the
prica to be paid for gas purchased pursuant to the Agreement be
revisad. As a resuit of .our recent negotiations, the parties’
have agreed to a ravised price to be paid under said Agreement
effective as of January 1, 1987.

Accordingly, effective January 1, 1987, the parties to said
Agreemen® hareby agree to the following:

1. Paragraph 6, subparagraph (a) will be deletsd in its
entirety znd the following like numbered Paragraph 6,
subparagragh (a) shall be substituted therefoczr:

"(a) Unless and until modified in accordance with the
provisions of subparagraph (b) of this Paragraph 6,
Buyer shall pay to Seller for all gas taken, or agreed
toc be paid for whether or not taken, the lesser of
either (1) One Dollar and Seventy Cents ($1.70) per
MMBtu, (2) the applicable ceiling price or prices
permitted under the Natural Gas Policy Act of 1978
(NGFA) or superseding federal legislaticn regarding the
price for natural gas, or regulaticn promulgated by the
Fede_"al Energy Regulatory Commission (FERC) or any
other agency having competent jurisdiction, or (3) the
applicable celling price or prices permitted under any
legislaticn or raguliation enacted by the State of
California or any agency thereof of competent

jurisdictien. } &@I}D[B@W A ‘ ,
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Chievron U.S.A. Inc. —Qe January 1, 1987

T™he fellowing phrase gppearing in subparagraph 6 (b):

"(b) ®Hither party may nake written request within
thirty (30) days prior to January 1, 1987, . . "

shall be deleted and the following phrase substituted
thearefor:

" (b) Either party may rake written request within
thirty (30) days prior to January 1, 1988, . . o

Except as herein specifically modified, all the terms
and conditions of said Agreement shall remain in full force and
effect for 21l gas delivered under said Agreement.

By execution hereof, Seller proffers the price terms and
conditions described above. Buyer will svidenca acceptance by
o:::guting in the space provided and returnip7 one copy to
& er.

PROPOSED: ACCEPTED AND AGREED 7TO:

CHREVRON U.S.A. INC. PACIFIC GAS AND ELECTRIC COMPANY

- . , BY :
.- (Sellex) _- : .o “n (Buyer) . S

»

Avproval Gop .
Matural 613 Sales

APPROVAL GOPY

Finares!
Approved For Execution




Attachment to the 1987 Amendment
of Fair Market Value dated January 1, 1987,
. to Chevron U.S.A. Inc.
from Pecific Gas and Electric Company

e

. g .
e -~ per .

PGandE Contract
Eleld contract Date ——lumber .

~Compton-Landing— ~october—312—3975— §55—
van Sickle Island October 23, 1i3S69 493
West Thornton July 18, 1957 214

ry» - e e
H e

Comered Lpwdine-  Cowvench TERWMin ATED At PGrE’s RERuEsT 12—[0 be’

Aug'mval Cog

— APPROVAL GOPY

Frocushon
Fnancal e . .

Appreved For Execution






