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APPROVAL OF LETTER AMENDMENTS TQ EXISTING
GAS PURCHAUE AND SALES AGREEMENTS

LESSEE AND OPERATOR:
Chevron U.S.R. Inc.
Attention: Edward ‘M. Rubenstein
P. 0. Box 5050
San Ramon, California 94583-0905

BACKGROUND ON LEASES:

Chevron U.S.A. Inc. is lessee and operator of
State 0il and Gas Leases E-415, PRC 714,

PRC 729, PRC 3743, PRC 3856 and PRC 6498 and
Compensatory Royalty Agreement PRC 2966 which
are located in Contra Costa, Sacramento,

san Joaquin and Solano Counties. Lease

PRC 3743 and PRC 3896 are jointly held by
Chevron and Shell Western E&P Inc. Shell's 50
percent share of the gas produced from the two
Jeases is used by Shell at its Bay Area
Refinery with the State's royalty based upon
the price Chevron receives from the sale cf 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 share of production from the
leased lands.
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CALENDAR ITEM NO. 4% (CONT'D).

EXISTING GAS PURCHASE AND SALES AGREEMENTS:

On March 26, 1987, the Commission approved
letter amendments dated January 1, 1987, which
amended certain gas purchase and sales
agreements beteen Chevron and PG&E to permit
Chevron to sell the State's royalty share of
gas produced from the State leases at PG&E's
Program Alternative No. 1 "Fair Market Value"
price of $1.70 per MMBtu for the 1987 contract
year, effective January 1, 1937,

AMENDMENTS TO EXISTING GAS PURCHASE AND SALES AGREEMENTS:

OTHER PERTINENT

Chevron has submitted to the Commission for
approval executed letter amendments dated
November 9, 1987 that amend the price
paragraphs of certain Chevron and PG&E gas
purchase sales agreements effective January 1,
1988. The amendments redetermine the “Fair
Market Price" of gas sold at the wellhead,
exxtend the effective date for the next price
redetermination and affect the State's gas
royalty from certain Cheuron State leases. .

Pursuant to the amendments, Chevron has
accepted $1.65 per MMBtu as the "Fair Market
Price® for gas sold at the wellhead. However,
because Cheuron accépted this price prior to
the December 11, 1987 deadline and agreed to
extend the effective date for the next price
redetermination to March 1, 1989, PG&E will pay
Chevron an additional $0.05 per MMBtu for a
Total of $1.70 per MMBtu until March 1, 19895.

Staff has reviewed the letter amendments and
finds that because PG&E is essentially the only
purchaser of gas in this area, its price
determinations, not arrived at in arms-length
negotiations, represent the only price for gas
sales under the leases.

INFORMATION:

Pursuant to the Commission's delegatiomn -of
authority and the State CEQA Guidelines

(14 Cal. Adm. Code 15061), the staff has
determined that this activity is exempt from

the requirements of the CEQA because the
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CALENDAR ITEM NO. 43  (conT'D)

activity is not a "project" as defined by CEQa
and the State CEQA Guidelines.

_Authority: P.R.C. 21065 and 14 cal. Adm.
Code 15378,

AB 884; N/A.

EXHIBITS: A-1 through A-5

Letter Améendments dated November 9, 1987
between Chevron and PG&E redetermining
"Fair Market Price".

IT IS RECOMMENDED THAT THE COMMISSION:

1. FIND THAT THE ACTIVITY IS EXEMPT FROM THE REQUIREMENTS OF
THE _CEQA PURSUANT TO 14 CAL. ADM. CODE 15061 BECAUSE THE
ACTIVITY IS NOT A PROJECT AS DEFINED, BY P.R.C. 2106E AND
14 CAL. ADM. CODE 15378.

APPROVE THE LETTER AMENDMENTS DATED NOVEMBER 9, 1987 SIGNED
BY CHEVRON U.S.A. INC. AMENDING CERTAIN GAS PURCHASE AND
SALES AGREEMENTS BETWEEN CHEVRON U.S.A. INC. AND PACIEIC
GAS AND ELECTRIC COMPANY, AND PERMIT CHEVURON 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
PGE&E'S NEW REDETERMINED "FAIR MARKET PRICE"™ OF $1.65 PER
MMBTU PLUS CONSIDERATION OF $0.05 PER MMBTU, FOR A TOTAL OF
$1.7C PER MMBTYU, UNTIL MARCH 1, 1989.
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EXHIBIT “A— 1 C e 3793 pre serg

TRIC COMPAN<Y |

!

245 MARKET STREET, ROOM 1218 & SAN FRANCISCO, CALIFORNIA 93106 « (41%) 972.6500 » FAX 415.972.9213

GENE SATRARP
MARAGER
CAS SuPpLY MANAQEMINT

November s, 19g7

Chevron U.s.a. Inc.

Roon El0o94

P.0. Box 5043

San Ramon, CA 94583-0943

Gentlemen:

the @Gas Purchase ang Sales Agreement(s), as
¥ Chevron U.S.A. Inc. (Seller) and

Company (Buyer), as listed on the
¢ and specifical;y to the PRICE Paragraph

PRICE paragraph of the Agreement
Specifically, Buyer Proposes to
Price under the aqy i

Accordingly, effective January 3
Agreement hereby agree to the foll

1. Buyer agrees to pay ang Seller agrees to
accept g Fair Market Price of One Doliar and
Sixty-five Cents (s1.65 ) MMBty
Seller! i
and
Agreement,

Five Centg (S
extension redetermination
Agreement bursuant .
£ this Lettey
The total

4




C

Chevron v.S.A. XIncCe.
page 2
Xovenber 9, 1987

2. Subparagraph
listed on Att

its entirety and
.subparagraph shall

n(p) Either party
within thirty days

the PRICE paragraph as
£ “wAvY hereto is deleted in
the following like—numhered
be substituted therefor:

may W en request
prior and

thereafter at any time

three (3)

years
the most

shall e pased
gas at the wel
parties ©oF

’
=

recently
hereundeXr, that the
seller's gas affective on
contract Yy=2ar shall Tno
subparagraph (a) of

after the
rgdetermined
price to be
¥arch 1 of such
jonger be pased on
aragraph - but

paid for

2 h
e et arbitration in accordance W v 15.% .

geller and Buyer further agree that, except 28 appearing in this

l1.etter Anendment to the
conditions of
effect.

, axecution h
provisions descri

executing in the space provxded and returning poth

puyer's office by 5:00 p.W-.
1987. Buyexr will then ret
Sellerxr.

ACCEPTED AND AGREED TO:

CHEVRON U.S.A. INC.

BY f /) K ’//&W

Division idsneger
Natural Gas Supply & Salas

Agreement4 all other terms and

the Agreement shall remain in full forxce and

accepts _the - prica terms and
geller will evidence acceptance DY
originals to
, Pacific standard Tine, pecenber Il.
rn a fully executed original to

gincerelY,

PACIFIC GAS7AND‘E TRIC COMPANY

BY . ( éég&: e \
ﬁ%ganager,“cas supply Management
(71 pepartment ‘

~
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EXHIBIT A

Attached to and made part of that certain ILetter
Agreement, dated November 9, 1987, which provides for a

revised Price for gas purchased and sold under the

following Agreement(s) between PACIFIC GAS AND ELECTRIC
COMPANY and CHEVRON U.S.A.INC.

-

- - -
»
™ o .

me @ s eme o -
-

Contract "~ PG&E Contract PRICE Paragraph
Date Number Number

Ryer Island 11/26/68
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EXFUBIT "A-2"

PACIFIC GAS AMND BELE

PewE —+

GENE SATRAP
MAAGIR
GAS SUPRLY MAMAGDMIXT

1

729, PR e

,(T fRC 14, PRU

CTRIC COMPANT

245 MARKET STREET, ROOM 1218 * SAN FRANCISCO, CALIFORNIA 94106 <-t415) 972-6500 FAX 415972:9213

Novemberx 9, 1987

‘¢

Gentlemen:

Please refer to the Gas purchase and Sales Agreemaﬁt(s), as

anmended, (Agreement) petween Chevron
pacific Gas and Electric Conpany
attached Exhibit A,
therein.

Buyer ‘desires to amend the
effective January 1, 1988.
redetermine the Fair Harket
pollar and sixty-five Cents
effective date i
HMarch 1;

Buyer offer

¥MMBtu cons to total O

($1.70) per }MBtu until March 1, 1989,

Agreement.

Accordingly, effective January 1,
Agreement hereby agree to
1. Buyer agreess to pay
accept 2
sixty-five
seller’s

and

cents ($1.65)

and specifically to

U.5.A
(Buyer) .

the

Inc. (Seller) ‘and
as listed on the
PRICE paragraph

PRICE paragraph o
Specifically,
Price undexr

Buyer Ppro
the Agreeme
“er change the
sn from January 1 to
+6 the Agreement effect
these changes,

for gas

1988, the parties to said

the following:

Seller agrees to

Fair Market Price of One Doller and

per MMBtu for

share of natural gas production sold

and purchased at the wellhead_pursuant to the

Agreement.
Five Cents ($0.05) per
extension of

provision in the

puyer agrees to pay an. additional
MMBtu consideration
price

Agreement

for
redetermination
to

paragraph 2 pbelow and execution o

Amendment by Decemper 11,
price shall be One Do
{$1.70) and shall remain
March 1, 1985.

1987.

ilar angé S

in effect until




(

CThevron U.s.A. Inec.
Page 2
chember'Q, 1987

2. Subparagraph (b) of the PRICE Paragraph as
listed on Attachment "A" hereto is deleted in
its entirety and the following like-numbered

" subparagraph shall be substituted theresfor:

M {b) Either party may make vwritten request
within thirty days prior to March 1, 1989, and
thereafter at any time but not Sooner than one
(1) vear after the effective date of the most
recently redetermined price hereunder, that
i for Seller’s
effective on March 1 of such contract year
shall no longer be based on subparagraph  (a)
1 ut shall be based g

T agree that, except as appearing‘iﬁithis
- Amendment to the Agreement, ail other terms and
conditions pf the Agreement shall remain in full force and

By execution hereof, se
provisions described above.
executing

Buyer’s office by 5

1987. Buyer will

Seller.

Sincerely,

PACIFIC GAS AND E,;f;cmirc' COMPANY
By /‘%7/};// . 4[9

Mangger,‘Gas~Supply Management
‘7)Department

ACCEPTED AND AGREED To:
CHEVRON U,S.A. INC.

Division Marager
hatural-Gas Susoly & Sales
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EXHIBIT A

Attached to and made ypart of that certain Letter
Agreément, dated November ', 1987, which provides for a
revised TFPrice for gas purchased and sold under the
foliowing Agreement(s) oetween PAZIFIC GAS AND ELECTRIC
.COMPANY and CHEVROH U.S.A. INC.

contract PG&E Contract PRICE Paragraph
Date B Number -Nunber

Bechive Bend-Willows 01/20/85 844
Eounde Creek 09/01/83 1022
Buckeye Kirk 01/061/82 297
putch Slough 01/01/86 938
Grimes 07/21/64 373
Tathrop 01/01/86 329
\River Islands-Isleton 01/20/85 845
LStockton 08/19/85 874
West Grimes 08/11/61

7
-7
7
7
7
7.
7
7
7

ko)
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PACIFIC GAS AND ELECTRIC C?CDIMIE?i&Iﬂ“S?‘ID

PG -+ 245 MARKET-STREEY, ROOM 1218 » SAN FRANCISCO, CALIFORN'A 94106 * (415) 9726500 + FAX 4159729213

OUENE SATRAP
MIACLR
GAS SUMPLY MAMASIMINT .

November 2, 1987

Chavron U.S.A. Inc.

Room E1094

P.O. Box 5043

San Ramon, CR 94583-0943

Gentlenmen:

Please refer to the Gas Purchase and Sales Agreement(s), as
amended, (Agreement) between Chevron U.S.A. Inc. (Selier) and
Pacific Gas and Electric Company (Buyer), as }isted on the

attached Exhibit A, and &pecifically to the PRICE paragraph
therein. .

Buyer desires to amend the PRICE paragraph of thke Agreement
effective January 1, 1888. Specifically, Buyer proposes to
redetermine the Fair Market Price under the Agreement to One
Dollar and Sixty-five Cents ($1.85) per MMBtu; change the
effective date of price redetermination <£from January 1 to
March 1; agree that the party Sellers to the Agreenent effect
this accord by December 11, 1987. In return fer thes¢ changes,
Buyer offers to pay Seller an additional Five Cents ($0.05) per
MMBtu consideration to total O©One Dollar and Seventy Cents

($1.7€) 'per MMBtu until March 1, 1989, for gas sold under the
Agreement.

3

Accordingly, effective January 1, 1988, the parties to said
Agreement hereby agree to the following:

1. Buyer agrees to pay and Seller agrees to
accept a Fair Market Price of One Dollar and
Sixty-five Cents ($1.65) per MMBtu for
Seller’s share of natural gas production sold
and purchased at the wellhead pursuant to the
Agreenent. Buyer agrees té pay an additional
Five gents ($0.05) per MMBtu consideration fer
extension of the price redetermination
provision in the Agreement pursuant to
Paragraph 2 below and execution of this Letter
Amendment by December 11, 1987. The total
Price shall be One Dollar and Seventy Cents O

($1.70) and shall remain in effect until
March 1, 1989.

carcoazeace 31O
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Chevron u.s.a, Inc.
Page 2
November 9, 1987

2.

'subparagraph shall be

r be based on subparagraph
Paragraph (7) but shal}l be basedq on
Market price of the gas at the
lhead as nutually determineq by the parties
Or as established through arbitration in
ascordance with Section "6 of the attacheg
General Conditions.®

Seller and Buyer further agree that, except as appearing in this
to the Agreement, all other terms ang
eement shall remain in fy13 force ang

By execution hereof,
Provisions descri
eXecuting i

Buyer’s offic

1987. Buyer

Seller.

Sincerely,

PACIFIC GAS D .EI{EﬁRIC COMPANY
By g :@ ‘/// %

r,y@nager, Gas Suppiy Management
7" Department

ACCEPTED AND AGREED TO:
CHEVRON U.S.A. INnC.

w 24 L0

Division Managsr
Nalural G.3 Supply & Saies

e

C-;.Z‘!.'S.L't PAGE 3 1 7
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EXHIBIT A

Attached to and n
Agreement, dated No

revised Price for g er the
following Agreement (s AS AND ELECTRIC
COMPANY and CHEVRON INC

Contract PGLE Contract PRICE Paragraph
Date Number Number

e ——————

‘Cache Slough 10/12/78
Compton Landing 09/16/80 .
Grimes 06/15/79
Grimes 06/23/80
Grimes 06/03/81
Rio Vista Deep 09/°2/67
vRio Vista Deep,s.1 08/22/67
vSherman Islang 05/30/67
Zamora 67/01/78

NIUYNNEY

~p

X
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EXHIBIT

¢‘ID PACIFIC GAS AND BEIxR
IPG g —t-

GENE SATRAR
MAHAGLR
GAS SUPPLY MANADIMILTY

R45 MARKET STREET, ROOM 1218 »

SAN FRANCISCO,

fRe E-4is

CTRrRIC COMPAINY

CALIFORRIA 93106 » {415) 572.6500 « FAX 4159729213

Novembexr 9, 1987

Chevron u.s.a.
Roon E1094

P.O0. Box 5043
San Ramon, ca 94583~0943

Inc.

Gentlemen:

2 Gas Purchasge
amended, (Agreement)
Pacific gag and Electri
attacheq Exhibit j,
therein.

C Company

pay Seller a
MMBtu consideration to te¢
($1.70) per MMBtu untijz March 13,
Agreement,
Accordingly, effective
Agreement hereby agree

1.

January 1,
to the folleo

Buyer agrees to »ay
accept a Fair Market pyi
Sixty-five Cents

ce

and burchasedq at the
Agreement,
Five Centsg
extension
Provision

(s

0.05)
of

the

remain in

($1.65)

Seller's share of natural gags
wellhead
Buyer agrees to Pay an additionai
rer MMBtu consideration for
pPrice

between Chevron U.s.A. I
(Buyer),
and specifically to

the PRIcE

ent effect

T these changes,

Cents ($0.05) pexr

Dollar ana Seventy Cents

1989, for gas sold undexr the

the parties to saig

and Seller agrees to
Of One poliar and

per MMBtu for
pProduction sold
bursuant 5 tha

redetermination

The total
Seventy cCents
effect until

T —— ,,
CAENDAR PAGE
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Chevron U.S.A. Inc.
Fage 2 ]
November 9, 1987

2. Subparagraph {(b)
listed on Atta
its entirety

ERICE paragraph as
y is deleted i
Jowing like-nuabered

~Subparagraph shall be substituted therefor:

"(b) Either party may
within thirty days prio

Seller ang Buyer further a

Letter Anendment to

conditions of the Agreemen

effect.

gree that, except as appearing in this
the Agreement, all other terms and
t shall remain in full forece and

execution hereof, seller accepts the Price tems ang

sions described abov

executing 4ir the space provi
Buyer's office by 5:00 p.n.,
l987. Buyer will then re

ACCEPTED AND AGREED T0:
CHEVRON U.S.A. INC.

By ,;ﬁ, 4 //{)//,/L,_

ps‘w‘s.’on Manesar
featural Gas Suppy & Sgi. 5

Seller will evidence acceptance by
ded ang returning both originals +o
Pacific standara Time, December 11,
urn  a fally executed original to

Sincerely,

PACIFIC GASZ;\ND Zm COMPANY

By 2
Manager, Gas Suppiy Hanagement
£/ Department

e
.#zm

R 220
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EXHIBIT 2

Attached to and made part of that certain Letter
Agreement, dated November 9 + 1987, which provides for a
revised Price for gas purchased and sold under the
following Agreement(s) between PACIFIC GAS AND ELECTRIC
COMPANY and CHEVRON U.S.A. INC.

Contract PG&E Contract. PRICE Paragraph
Date Numbexr Number

Rio Vista state Lands 05/16/40 15
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MINUTE PAGE

o Lo
N SN




EXHIBIT "A-5" ¢ PRC 294655

PACIFIC cAS AND FLECTRIC OOM.?A.IQ’YQ

IP@&:’E + 245 MARKEY STREET, ROOM 1218 » SAN FRANCISCO, CALIFORNIA 94106 (415) 972-6500 ¢ FAR 4159729213

GENE SATRIP
MANAOLN

November 9, 1987

chevron U.S.2. Inc.

Roonm E1094

P.0. BOX 5043

san Ranon, CA 64583-0943

Gentlemen:

Please refer £o +the Gas Purchase and Sales Agreement(s}), as
amendeqd, (Agreement) between Chevron U.S.A. Inc. (Seller) and
pacific, Gas and Electric Company (Buyer), as iisted on the

attac?q; gxhibit A, and specifically to +the PRICE paragraph
therel .

Buyer desires to amend the PRICE paragraph of the Agreement
effective January 1, 1lo988. Specifically, Buyer proposes te
redetermine the Fair Market Price under the Agreement +o One
pollar and L ($)..65) per MMBtu; change the
effective i redetermination from January 1 to
March 1l; agree . s to the Agreement effect

this accord by De In return for these changes,
Buyer offers to pay Seller an a cents ($0.05) per
MMBtu consideration to total One Dollar and Seventy Cents
($1.70) per MMBtu until March 1, 1989, for gas sold under the
Agreenent.

Accordingly, efZective January i, 1988, the parties to said
Agreement hereby agree to the following:

1. Buyer agrees to pay and Seller agrees to
accept a Fair Market Price of One pollar and
sixty~-five cents ($1.65) per MMBtu for
Seller's share of natural gas production sold
and purchased at the wellhead pursuant to the
Agreement. Buyer agrees to pay an additional
Five Cents ($0.05) per MMBtu consideration ‘for
extension £ the Dprice redetermination
provision i ) Agreement pursuant to
pParagraph 2 below and execution of this Letter
Amendment by December 11, total
Price shall be One pollar and Seventy cents
($1.70) and shall remain in effont until
March 1, 1%889.

y »A-NOAR PAGE _3.2_%-G.__..
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Chevron U.S.A. Inc.
Page 2
November 9, 1987

2. sSubparagraph (b) of the PRICE paragraph as
1isted on Attachment nap" herato is deleted in
its entirety and the following 1ike-nunbered
. subparagraph shall be substituted thersfor:

" (b) pither party may make written request
within thirty days prior to March 1, 198%, and
thereafter at any time but not sooner than two
(2) years aiter the effective date of the most
recently redeteriined price hereunder, that
the price to be paid Ior Seller's gas
effective on March 1 of such contract year
shall no longer be pased on subparagraph {a)
of +this Paragraph (6) but shall be based on
the Fair Market Price of the gas at the
wellhead as myzually determined by the parties

vz ~or as established through arbitration in
Laboe- accordance with Paragraph 13.%

seller and Buyer further agree that, except as appearing in this
Letter Amendment +o the Agreement, all other ternms and
conditions of the Agreement shall xemain in full force and
effect. |

By execution hereof, Seller accepts the Price kerms and
provisions described above. Seller will evidence acceptance by
executing in the space provided and returning both originals to
Buyer's office by 5:00 p.m., Pacific Standard Time, December 11,

1987. Buyer will then return a fully executed original to
Seller.

Sincerely, .

PACIFIC ‘}S AND E JCTRIC COMPANY
BY <:225321/Zé;;222
7

ﬂyagager, Gas Supply Management
Pepartment

ACCEPTED AND AGREED TO:

CHEVRON U.S.A. INC.

w PN Ll

Division Marager
Matural Gas Suppy & Sales

U e
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-EXHIBIT A

Attached to and made part of that certain Letter
Agreement, dated N6vember 3, 1987, whiéh provides for a
revised’ Price for gas  purchased and  sold under the
following Agreement (s) between PACIFIC GAS AND ELECTRIC
COMPANY and CHEVRON U.S.A.INe.

Contract PG&E Contract PRICE Paragraph
Date Number 7 Number

e ————

-

West Thornton 07/18/57 . 214 s

i

/
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