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Decision _8_2 __ 0_4_0_72 APR - 81982 

BEFORE 'I'EE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of PACIFIC GAS & ELECTRIC 
COMPANY for authority effective 
April 1, 1982 to implement an 
electric rate sta~ilization plan~ 
to decrease its ECAC rates in accord­
ance with the ECA~tariff, to 
establish an Electric Revenue 
Adjustment Mechanism rate pursuant 
to Decision 9388:7 and to make other 
adjustments,. 

(Electric) 

Application of PACIFIC GAS AND ELECTRIC 
COMPA.~Y for authority to revise its gas 
=ates and tariffs effective April l, 
1982, UDder the Gas Adjustment Clause. 

Applicati~n 82-02-09 , 
(Filed February 4. 1982~ 
amended. March 19.. .198.2') 

Application 82-02-10 
(Filed February 4, 198"2'; 
amended March ,19'~ 1982') 

• (Gas) 

• 

.INTERIM OPINION 

By DeCision (D.) 82'-03-117 dated March 29, 1982 in 

Application (A.) 82-02-09, we, in sUl11ITl\lry" ordered tl1,'J,t: 

1. PC&E show why we should not require 
PGScE to suspend deliveries of 
resiclual fuel oil. 

2. PG&E provide to the Commission and 
the parties certain economic duta, and 

3. Any party to the proceeding be allowed 
to inspect the PG&E-Chcvron U.S.A. oil 
purchase contract~ 

In response to the order to show cause PC&E h~s made the 
followin9 filin9S: 

1. An application filed March 31, 1982' 
for a stay and rehearing of that portion 
of D.S2'-03-117 that provided that any: 
party to the proceeding could review 
the contract. 
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2. A petition filed April 1, 1982 for ~ 
protective order, p~rti~l st~y, ~nd 
mOdification of that portion of 
0.82'-03-117 regarding service of 
economic data. 

3. A response to the order to show C.:luse 
dated AprilS, 1982. 

In re~?onse to the first of those filin9s~ we issued 
D.82-04-027 whi~h' granted .:\. partial stay of D.82-03-117 .:1S requested 
pending consideration of the petitions. After carefully considering 
each and every allegation of error .:1nd request for mOdification 
in th~ first two filings,. we are of the opinion that good cause 
for granting rehearing has not been shown. All three elementso£ 
the order to show cause are now rcady fo·r resolution. 

I. Suspension of Deliveries of Residual Fuel Oil 
The entire thrust of the shoW' cause: o,rder goes to' this 

issue. As noted in the show cause order our an~lysisof the PC&E­

Chevron contract revealed that it contained ~ contingency provision 
that relieves PG&E of its obligation to purcha~c fuel oil in ordc~ 
to effect, 

"_._compli~nce, voluntary or involunt~ry, 
with a direction or request of ~ny 
government, instrumentality thereo! or 
person purporting to ~ct with ~uthority 
of .lny government. __ '· (SO'ction 4.3.2'.) 

In ~ddition to the cOl"ltr.:lct provisiol"l~: ~11owil"l9' for 
suspension of deliveries of fuel oil, our :In.:llysis of PGScE~s cl~t.) 

and testimony in A.82-02-09 indicated th~t in oidQr to maximize 
r~tepayer benefit there was a need to susl'encl fuel o,il de'liveries., 

" 

That analysis revealed th.:lt PGsE would, under the existing contr.Jct, 
purchase at least six million barrels of rcsidu.:ll oil that it 
did not require for electric gener~tion during the remainder o£ 
198-2. OncO' in inventory, this oil would co::;.t PG.SE .:lnd its ratep~ycrs 
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further expense in .:lddition.:ll ~tor.:lge co:;t:; .:Jncl quite pos:::ibly 

losses on sales of SUCh excess oil. 13urni.ng thi:-=: exccs::; oil in 

place of less expensive noltur.:ll g.:lS WOlllcl ~:l~;() :Lncr.c':I!-~c the enorgy 

costs imposed on the r.:l tep.:lyer:=. r1'be ord(~ r. t:o show C.:.tU:":0 W4\!'; 

the oPP9rtunity for PG&E to rebut our ~n~lysi:;~ 

PG&E's response rebuts neither ~::;rcct or oue prior 

analysiS. Rather,. the revised upd.:lted 0conomj.c '"i.:lt.:l .:Inc] respon:;c 

by PG&E acknowledges the f.:lct tholt there I::; ,:) need (or PC~ T'; to 

suspend fuel oil deliveries. 

PG&E does, however, m.:lke .:tn .:lr.quJllcnt thJt wh:j,l~ W0 C.:l1'1 

request such on action, we .:lro.without .illri::<ii.ct"i"()I1.~ll. ':Illthnr'i ty to 

direct such an action. However, this i:-;~~L1(' !iced Iwt be L('~:olve(l' 

at this time bec.luse only .:I "reques t of:" ':1 'love' 1"l1110n t.:ll ':'I<!c>ncy'" is 

r~\,lired to implement t11e contingCt'lO'Y PI~ov:L:-~ion. Our dc<.:t~,.i.<.)n· in. 

this matter at this time will be to rC<luc:..:t ')C&l~ to suspc-ncl 

deliveries of fuel oil under the PG&E-Chcvron U.S.A. oll ~urch~ce 

contract. 

It i~ import~nt to note th:tt tl1'_' C()1I11Ili.:.::;i.on. .j,:.: nol;. 

dictatin9 the terms ~nc1, O'OI'1(1i tionz of .:lny ~:()11 t r':l~ l; en tCf0d into 

by PC&E. Th~ Commission is simply retC'" i.n'l to,. tile Pl~()vi.~;i()n.f; ,. 
of ~n existing ~9reement ~ freely ncgoti,:ll:c-cl het:WC'0n PG~l'; ':H'Ic'l 

Chevron, whiCh has been .:lgrc-e<:1 to .:tncJ ('X0~'lIt('('I: witilOllt ':Iny 
:~ 

interference or int~rvC'ntion [rom the COl1ll11i:::;:ion. 

The CC''1'Irnission ~lso il"'.tc:ics by thj:~> interim c1eci::;ion to 
't " 

obtain ." tempor.:lry, not .:1 pe.r:m.:H'lCli t f ::;u ~;pcn!":ion 0 C ~Jell vc (i C'~ 0 C 

oil. This suspension should r(.~lIl~in in v'"I",'<.:t: unJy :::0 .Lon') .. 1:'; 

such deliveries 0·£ oil ore uneconomic [;0).' P~~.E ~n(l .:trc- in C:<(,;0:;::; 

of PG&E's prudently c.:tlcul':lt~d needz for fuel oil • 
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It should also be understood that the Commission reserves 
the right to exercise its authority to disallow for ratemaking purposes 
<All.unreasonably incurred expenses of the- utility's operations. This 
could, of course, include- expenses incurred by PC'SoE as a result of 
the Chevror. contract, including facilities charges. These costs· 
will be examined in fl.11l at the annual r<!vicw' ECAC proceeding for PG&E~ 
_<?:.~_~rent~y: set for an August 1, 19S2 revision date ~ 

II. Disclosure of Contract and Economic Data 

The issues raiscCl by the second anCl third items, of the 
order to show cause can be treated as one. The' issue is to what 
Cle<;ree the contract itself and other relevant economic data should 
be opened to. the publ ic'. 

PG&E's allegations anCl ar(juments for no.ndisclosure can 
be summarized as follows; 

1. PO Cede Section 583 favors nondisclosure. 
2. Our past policy has been not to disclose 

fuel contracts (GO' G6-C) • 

3. Requiring PG&E to disclose its contracts 
would be inequitable because other 
utilities are not so required. 

4. Disclosure of the contracts and sensitivc 
economic data places l?G&E in a very 
disadvanta(jcous negotiating position 

, in seeking additional fuel supplies 
o.~·. seeking to Clispose of excess fuel. 

Our response to these arguments will proceed in order 
but first we must state :that. the founClD.tion of these EC7\C 
proceedings is that only prudently incurred-fuel expenses may be 
incurred. Another basic principle of our ratemaking procedures: 
is that our proceedings are not restricted to. PG&E,.. ourselyes, and 
staff.' The public has a ri9ht to appear and test the reasonableness 
ef alleged facts_ 
A. Section 58-3 ravo;;s Nondisclosure 

section 583 reserv~s a~thotity to the Commission or Commissioners 
Clurin9 the.col.1rse of a hearing to determine what information should be 

disclosed. In ,'our 'order to show cause we riave simply made the' Judgment 
that both the contracts and the enl.1l'lci.:lteCl information should be: 

made public. 
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B. Do Past Policies Favor Nondisclosure? 
PG&E is correct that our past polieies favor nondisclosure ... 

In D.93l20 in 011 62, we found' that: 
"Pu1>lic disclosure of fuel cil price information 
might plaee utilities at a competitive' 
disadvantage relative to oil suppliers .... oo

lt and' 
" •.• might inhi1>it tile flexibility sought 1>y 
utilities as an integral part of their 
proceduremen t practices ..... tt (Findings 5·, 6 
on p • .s mimeo.) 
The order which follows represents: a clear change of 

that policy. Only full cl'iselosure of the contracts and the' 
sensitive eeonomie dat.:l will allow meaningful paTticipation by 
all parties in the rcgul.:r.tory process. Moreover, public confidence 
in the regulatory proeess will be served by disclosure. Finally" 
the incentive for util:Lties to seek aggressively the most favorable 
contraet terms may be strengthened by the knowledge that the' results 
of their negotiations. will be made available to all interested' parties. 
We believe that these benefits of full disclosure clearly outweigh 
any disadvantages. 
Coo Is Disclosure by PG&E Inequitable? 

PG&E argues that our direction that the contracts and' 
economie data be disclosed is inequitable in that other utilities 
are not also required to do so. 

We conclude, however, that fuel contracts and the 
relevant economic data for all electric uti.lities should in future 
ECAC-type proceedings be discoverable !nformation available to', 
all parties. 
D. Does Disclosure Place PG&E in a 

Disadvantageous Negotiating Position? , 
We believe that the benefits of disclosure outweigh:' 

any possible disadvantages in PG&E's: negotiating pOSition with 
potential buyers and sellers. In faet, it is possible that 
public disclosure will in some cases strengthen PG&E.· $: 

bargaining position • 
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Findings of Fact 
1. The PG&E-Chevron U.S~. fuel oil purchase contracts 

allow for suspension of deliveries upon the request of a 
governmental body. 

2. PG&E will possess excess fuel oil under the current contract 
unless deliveries are suspended. 

3. Suspension of fuel oil deliveries will result in a more 
economic fuel mix which will inure to the benefit of the rat~yer. 

4. By D.93122 in OIl 62, issued on June 2, 1981, we declined 
to change our policy which has been not to disclose utilities' 
fuel oil purchase contracts, except upon a very l:lmi:~ed bas.is., 

-. -
because we concluded thllt the possible disadvantages of public 
disclosure outweighed any p08si'ble advantages .. 

S. Since that time utilities' fuel cos.ts have risen 

dramatically and both this Commission and the public at large have 
expressed great concern over how such costs may be kept' as low as. . 

, 

possible. 
6.. Full disclosure of fuel oil purchas:e contracts and related 

economic data is required for meaningful public participation 1n 
our purchased fuel clause proceedings. 

7. Full disclosure is required to ensure public confidence 
in the ratemaking. process at a time of escalating utility rates .. 

8'. Full disclosure is required to increase utilities.' 
incentive to bargain aggressively for the mos,t favorable- contract 
terms. 

• I 

9. PG&E's application for rehearing alleges and argues that 
such disclosure would not be in the public interest .. 
Conclusions of Law 

1. After we'ighing the possible disadvantages of the 
disclosure of PG&E's fuel oil contracts wi.th Chevron U.S.A. and 
related economic data against the possible advantages.,.we are of 
th~ opinion. that such disclosure is. in the public interest and 
should he ordered •. 
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2. This policy of full disclosure should be applied in 
ECAC proceedings. 

3. PG&E should be requested 
sulfur fuel oil under its recently 
U.S.A. 

to suspend deliveries of low 
executed contraetw1tn Chevron 

4 - The following order is iss-ued' without notice on the public­

agenda becaus.e it can result in less expense' for PG&E and lower 
:t"c'ltes for consumers; as such this constitutes an emergency ... 

lBTERIM ORDER 

IT IS ORDERED that: 

1. PG&E is requested to suspend as soon as poss,ible 
further deliveries and purchases of low sulfur residual fuel oil for 

the remaineer of 1982 or until the cost and supply of oil, natural 

gas, and other fuels change to such an extent. that it is economically 

oene£iciul to PG&E and its ratepayers to reswne such purchases, of oil. 
Before any such resumption of oil purchases takes place.PG&E is, 

requested to prescnt to the Comlnission staff al! full and detailed 

explar.iation of the economic analysis that convinces PG&E that purchases 
i 

of oil: should resume_ 

2. This request is issued for the purpose of promoting the use 

of the most efficient fuel mix available to PG&E and for the purpose 

of allowing PG&E to use the most economical fuels: in generat:[ng~. 
electricity as well as to promote other leqitimate goals. of ~t;ility·-". 
regulation. 

3. This request will be reviewed at the regularly s,eheduled 

annual review ECAC for PG&E at which time the Commis,sion will hold· 

a hearing on the advisability of further residual fuel o-il purchases 

by Pe&E and issue an order to PG&E directinC] it to' take appro,priate 
action with regard to further such purchasesw 

, I ~ ... 

, ; ';". 
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• 4. The Executive Director of the Commssion shall serve 

• 

• 

copies of this interim order upon all p~rties to A.82-02-09. 
5. PG&E shall make available thePG&E-Chevron U.S.A. contract 

to any party upon request. 

6.. The economic data listed -in ordering- Paragraph 2 o-f D.82--0J:-117 
shall be served. on all parties to· this proceeding. 

7 .. Rehearin<] of D.82-0~-117 is denied. 
8. The request for a protective order is denied. 
9. The request for modification of D.82-03-117 is denied. 

10. The partial stay of D .. 82-03-117, granted by D.82-04-027, 
is terminated. 

today .. 

/ 
This order is effective 
Dated Apri 1 8 I 1982 , at San FranCisco, California. 
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JOHN B .. BRYSON 
P're-siclent 

RICHARO D .. G1V\,VELLE, 
LEONARD M .. GRIM:£S, - JR. 
VICTOR CALVO ' I' 

PRISCILLA c.,: GREW' 
Commiss:io,rie-r's -


