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This is i responsc to your May 30, 19384, 1ct ter to
#iciiara Ochsper whzrein 'ou encloszd a copy of a Juns 3, 1988,
agreamont betwesun PG&E and Uaicn Cil Company perta in*ﬂg to
the acguisiticn and exchange of naturzl gas ané copies of
other docuxmeants, and y 2 asked whathsr =x~\a.ge gas, defined
in the Agzreament as “azy gas desicnated by Facific froz time
Lo timg as exchange gas which is deiivered to eaid rar t.L;yantu
[Unioo Gil and others] by Pacific at tho delivery point b bare-
uncer in exchangs for celivery of gas at a later tims to
ragific andes tnc teras J.reo F was eligible for the exenption
iy prior ycars. : :

AL noted, fRevenus and Taxation Code Sectica 129 and
Frozarcy 4“ax Rule 133 contesmplate that property must be held
for saie or leass oa the lien date to s eiligible for tae _
exexstion. 7Thus, Section 127 states, in part, that *business
inventories® shall not include arny goods actually leased or
rantedq on the lien dete or any itew neld for lease which uas
been or is intended to ba used by the iessor prior to or
subsacueat to the lease, and Rule 133 states, in part that
‘property ¢ligilLle for the exexption Goes not include progerty
in the hands of a vendes, lessee, or othar recipient cx the
lien date which bhas been purchasaed, l=asad, reated, or
barrowed primaril for use by tae Ven:ee. &s3e8e or other
recipieat of the property. L -

In our viecw, the Agrecmaat snpgo - &he coucslusion
. thzi the exchange g2s wos dslivered to Union $il and otkers, .
. vas used Ly tness in the course of their racouvery of oil, ama o,
' bencz, given sSaction 129 and Ruele 133, was na“ elicih e for T
tle exe.uti =. Taat PG&E apparcuntly = JQ:t&a n its FIRC
reports and classified the excnanoe cag 28 ﬂas on loan to
prOQuzers in the Coallﬁua oxl ieig” turther suggarts the
cozclusion. B
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Iotter to

ir. Gena liayer Co-2= ) guly 23, 18840t

Such is similaer o Q & A Clé in the April 25, 1950, ..
ASsc;a ors No. .,0/6., Business Inventory Exempticn: . °

"A retailer s*llim* offi.c. nmachines &nd
equizment rg.riodlcally removes equip=ent frcm
inventory for use [as his office equipment].
The ec,v.."'::e is used for a period of time
thean req.rned to L.v“-'-cry for sale The .
ratailer insists the swvipment is still for
sale even tbkough it is {n use" [und has been

, razacved froa ais:lay] .

eligible
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"Is the e*mpr..ent eligible fcr t.bs m.sinaz.;
Ainventory exernption wnile baing usad [as
office ecuipmeat by the retziler]?

“Aaswer: Ro. 'i‘he,’cqui;x':e.nt is ia use xt tha
: céasuxer level and is not being
iais,u.aycd or otnervise] offered for
sale. '

a.,cozca...gly, we &._.v.‘.sc. tna.. 81 ch c:.cna:;ca gas was no..‘
for the exeny: tz.cn in pr:.or years. o
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