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Decision 83 64 657 APR 20 1983

BEFORE TEHE PUBLIC UTILITIES COMMISSION OF THEE STATE OF CALIFORNIA

In the Matter of the Application )

of SAN DIEGC GAS & ELECTRIC )

COMPANY, for Authority to revise )

ts Energy Cost Adjustment Clause )

Rate, and to revise its Eleciric ) Application 82-08-14
Base Rates in Accordance with the ) (Filed August 5, 1982)
Electrical Reveaue Adjustiment )
Mechanism established by )
Decision 92892, ;

G D.82-12-0584
SEEARING

p tit rehearing of Decision (D.) £2-12-056 has
been file y San Gas & Zlectric Company (SDGXE). We have
carefully rev.ewed each anc every allegation in said petition and

o oy W

are of the opinion that good cause for grantiag rehearing has not

been shovm.

However, after reviewing SDG&E's petition and its various
allegations, we are ¢ the ¢pinion that additional discussion and
an adcitional finding of fact and conclusion of law are reguired.
Also, SDGAE has pointed out several misstatemenis in the
decisivn. Finally, a2 typographical error is corrected.

Before proceeding 4o amend D.82-12-056, it should Ye
noted that one of the additions concerns the recovery of
approximately $1.6 million in transportztion underlifis payadle bdy
SDG&E. These underlifts result from a2 transportation agreenment
between the Hawaiian Independent ?efiﬁe"y, Zinc. (Z2IRI) and
Chevron, U.S.A., Inc. (Chevron), due to BIRI's production having
been reduced below the transportation contract minimums. There
was no opposition to allowing recovery of this £1.6 underlifs
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expense and the failure D.32-12-056 %o address this point was
inadvertent.
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rev, denied; S0C31 G2=,

£o., 58 CPUC 27 (C2UC); Cissf
(1953)). Unless SDC&E zeets
convineing evicdenze, the reasonad
seeks Lo have reflected in rate adj
disallowed (In re Southern Copntins
(1952)).

IS5 ORDERED that D.82~12-056 3 a¢ad as follows:

Py
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expense and the failure of D.82-12-056 %0 address this point was
inadvertent.
I7 IS ORDERED that D.82-12-056 is amended as follows:
1. The decision is modified ¢ provide recovery of HIRI
transportation underlifts as follows:
(a) The following sentences are 2dded to the second
paragraph on Page 2:

"In additivn this decision 2llows
transportation underlifes of $1,605,474
payadble t¢ Hawaiian Independent Refinery,
Ine. (EIRI), %o ‘be recovered under ECAC rates
and sudjeet to further review and refund as
above. This allowance shall de a2 component
in the formulation ¢f SDG&Z's ZCAC rate 2%
Lts next ECAC proceeding, including any
interest that may be deemed reasynable."

(5) The first paragraph on Page 28 is amendad by the
of the followis

"In addition,

¥

'z
[
[

I

b
-
oe incurred unde ZRI Lranspo

agreement with Che ecause of 3
Of BIRI's production balod the transp

contract minimuns. These underlifis,
on 2 total of 586,112 Yarrels for the
Novemder 1, 1082 <thrifgh Detodber 21, 1
will result in an uplerlifs penaliy of
$1,605,47L based o $2.16 per barrel in 1082
and $2.50 per barrel in 1682, This allowance
will bYe recovered through EZCAC 2nd will be
subjeet to adjustment as adove. Thi
allowance shall be calculated as a ¢omponent
of SDG&E's ECAC rate at its next ECAC
proceeding, Including any interest that may

be deemed igasonable.”

(¢) The following ordering paragraph is added <o rage

o e
n 333

[ L ol S A o
e B

wW'sn e o3

-

"3. An allowance ¢of transportation
underlifts of $1,605,475 payadle 0 HIRI is
avthorized for SDGEE. This allowance shall
be recovered under ECAC rates and shall de
subject t¢ further reasonazbleness review and
refund. This allowance shall e a componens
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in the formulation ¢of SDGAE's ECAC rate at
its next ECAC proceeding, 4ncluding any
interest that may be deemed reasonable."

2. The decision's discussion of the $6.88 million
disallowance of fuel uil sale losses is amended by the following
additions:

(a) The following paragraph is added after the firse
paragraph on Page 321:

"In making this disallowance, we remind SDGLE
of our discussicn of its fuel oil inventory
in D.82-05-115 4n A.60865. After noting that
SDG&E provided insufficient evidence <g
sSupport its recuested oil inventory level and
expressing dissatisfaceion with SDGEE's
analysis in the area of oil inventory, we
went on to state the following:

"In adopting staff's recommended level
of fuel oil 4in inventory, we will also
accept stafl's suggestion that the cost
of each bdarrel of excess 0il over the
allowed inventory De shared detween the
ratepayers and the shareholders. We
will alloc2te the excess 0il durden
equally between the ratepayers and <he
shareh¢lders.’

"Further, while the excess oil inventory
allowance was an estizmate set forth in the
AZR and was technically a2 part of base rates,
the allowance nonetheless was rendered as a
part of an ECAC fuwel offset proceeding.m

/
() The following finding of fact is added:

"Unless there is an ECAC disallowance of
$6.88 million in fuel oil sale losses, SDO&T
will on the one hand receive a dollar=Sowr-
dollar recovery in the ECAC balancing account
for all such losses, while 21s0 reaping a
$6.88 million allowance in the AER for excess
fuel 0Ll inventory expenses that, due 4y the
combined level of its 0il sales and oil durn,
it actually <¢id not incur."
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(¢) The following conclusicn of law 1= added:
"D.82-04~115, 4in A.60865==3 fuel offset
proceeding=-=held that the cost of each barrel
of excess ¢il over the allowed inventory
should be shared between SDGYE's ratepayers
anc its shareholders. It is not reasonadle
when SDG&E fuel ¢il sale losses are subject
to 2 collar-for-dollar ECAC recovery, to
charge ratepayers for excess oil in inventory
expenses that SDGLE does not incur."

3. The decision is modified by the deletion
incorreetly indicating that SDGAE fuel il sale losses ware
higher than had been estimated in D.82-04-115, as follows:

(a) The last sentence on Page 20 is amended Lo read as
ollows:

"This resulted from the durning of fuel oil
while rejecting natural gas." ,

o
e first two sentences ¢n.Page 371 are azended %o

L
d
were not iscluded in the AZR
k=115, contrary o what was
ly intended 2s regards the AZR.
se SDG&E was in the midst of
negotiations with 4t suppliers, we instead
allowed ECAC treatment of fuel o0il sale
1osses in order no¥ to prejudice such
negotiations." %
/
L., 7The deecision es/amended T0 show what estimates of
Tesoro's per barrel 0il losses were presented by SDGEE and o
clarily that the $7.50 per barrel loss estimate was presented by
Tesord and not SDG&E. Also, the level of SDG&E's contrace
obligation to Tesoro is revised from 12,500 bbl./day o 15,055

bbl./day, as follows:

(2) The first paragraph on page 29 is amended o read
as follows:




A.82-08-14 L/KV:mbn

"During the hearings, SDGLE st2ted what its
estimates were of Tesoro's possidle loss in
the event that SDG&E had refused 4o -ake or
pay for ¢il cdeliveries. These esstimates
ranged from £0.17-872.17 per barrel ty 2 low
of $7.17 per barrel (Ex. &, »o. 7). Tesore
stated that its loss estimate was $7.50 per
barrel (Tr. 726). Using these figures, SDGLE
could have caleulated during the gourse of
negotiations with Tesoro what its maximum and
minimum per barrel exposure would be in the
event ¢f litigation. SDGE&E chose o accepi--
in place of the uncertainties ¢of litigation=--
the certainty of a $6.55 per barrel underlifs
fee, plus other underlifs fees, totaling some
$46 million. Assuming an obligasion of
15,056 dbl./day (which is the contract
obligation set forth in 8§4aff Exninis 12, .
3-11) over the remaining 1ife of the contract
(Octoder 1, 1982 through December 21, 1623,
i.e., 455 days), thae range of SDG4E's
pPoUsSsible exposure in the event of litigation
can De calculated. The question is whether
in light of these estimated parameters and
Other considerations thet possidly could bear
on an estimate of a Tesoro suit for damages,
SDGLE settled for an underlifs fee <hat was
reas¢nable. " S
;
(%) The last sentence of the paragraph that ends at
the top of Page 30 is amended %o read as ‘ollows:

7

"This is important because Knowledge of un
exact terms of the Amerada sale ma2y help us
to both weigh the reasonableness ¢f SDGLS's
estimates of the loss that Tesoro would face
if v sold the' underlifted il 20 2 <hingd
party and to Judge the reasonableness

T Tesuro's loss estimase of $7.50 per
barrel." .

(e) The first sentence of the firse complete paragraph
on Page 30 is amended to read as follows:

"We need Lo Xnow much more about how SIGEE's
negotiations with Tesoro actually proceeded:
how SDGEE arrived 2t its estimazes of 1oss
for Tesoro, 25 well 2s how Tesory reached its
oWwn loss estinate; what terms Tesoro
negotiated in its sale agreement with
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Ameracda; and what efforts SDGLE made %o
locate buyers for Tesore."

5. The decision is amended ¢¢ show that the evergreening
provision in the Tesoro-Amerada contract s not enforceadle at
Amerada's sole option but rather is a provision that allows %he
contract to be cancelled after the first year on 9C days notice
from either party, as follows:

(a) The last full sentence on Page 20 is amended 1o
read as follows:

"The contract has 2 ¢continucus evergreening
provision which allows the contract %0 be
¢ancelled after the first year, ¢n %0 days
nytice from either pariy." o
5. The decision is modified to correct the following
Vs
typugraphicsl error, namely, the ph;aSe "the discovery®" in the
I‘ -
second sentence of the second full paragraph on Page 20 is
amended Lo read "the discovery/process."
Rehearing of D.82-12-056, as mecified herein, is

oy o

denied.

This order is effective today.
Dated APR 2 01983 » 2% San Francisco, Califoyrnia.

whe ohn

LEONARD M. GRIMES, JF.
Prosidont
VICTOR CALYVO
DORALD VIAL
Conmiazionors

. . R
Commianionar Priccilla C. Grew, be‘ng‘
nocessarily absent, cid mot purticipale
in tae diszposition of this procooding.




