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Decision 83 01 057 APR 20 i983 

BEFORE THE PUBLIC UTILITIES COXMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Application ) 
of SAN DIEGO GAS & ELECTRIC ) 
COMPANY. for Authority to revise ) 
its Energy Cost Adjustment Clause ) 
Rate, and to revise its Electric ) 
Base Rates in Accordance with the ) 
Electrical Revenue Adjustment ) 
Mechanism established by ) 
Decision 93892. ) 

--------------------------) 

Application e2-08-14 
(Filed August S, 1982) 

O?OER MODIFY!NG D.e2-'2-Q5~ 
A~D DENYING FB~;A?!NG 

A petition ~or rehearing o~ Decision (D.) eZ-1Z-056 has 
been filed by San Diego Gas & Electric Company (SDC&E). We have 
carefully revie~ed each and every allegation in said petition and 
are o~ the opinion that good cause ~or granting rehearing has n~t 
b~en sho-..rn. 

However, a~ter reviewing SDG&E's petition and its various 
allegations, we are o~ the opinion that additional discussion and 
an additional !inding o! !act and conclusion o! law are re~uired. 
Also, SDC&E has pointed out several oisstatements in the 
decision. Finally, a typographical error is corrected. 

Eefore proceeding to amend D.82-12-056, it should be 
noted that ~ne o~ the additions concerns the recovery o! 
approximately $1.6 million in transportation underlifts payable by 
SDC&E. These underlifts result from a transportation agreement 
between the Hawaiian Independent Refinery, Inc. (ErRI) and 
Chevron, U.S.A., Inc. (Chevron), due to BIR!'s prOduction having 
been reduced below the transportation eo~tract minimums. There 
was no opposition to allowing recovery o~ this ~1.6 underlift 
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expense and the ~ailu~~ o~ D.82-'2-056 to address this ~oint W3: 
inadve!"tent. 

us that we should cla~ify a~c rea~~i~= our rule conce~ni~g th~ 
Durden of ~roo~ in reasoncb:e~e:s ~~oce~ding:. :n D.~2~95~ 
~herein we instituted an ~nn~a: revie~ o~ ~ea~onab:eness of er.~rgy 
and fuel costs, we stat~c th~ following: 

"Of course, the bcrd~n of ~roo~ !$ on ~h~ 
uti:ity applicant to ~~~~~l:sh th~ 
reasonableness of en~rgy ~xpcnse= ~ought to be 
recov~r~d through ECAC. ~e expect an 
2ffi~=ativc showing by each utility with 
pcrci?i~nt witn~~ze= in z~p~o~; o~ a:: ~l~~~n:s 

• o~ its applicdtion, inclUding fc~l costs and 
pla~~ ~el~~oi~ity." 

p:"otestOlnt 
to p:"ove the contra~y. (~t·"'·· ... ~~ ... ",,- P'" "'Q £0 \.·'f~flr1t .. !4 ""' .. x Y*, ~ C?t:C 75c (196;) 
rev. denied; $oC?: G~;, 58 C?r.;c 5; (~?6C): ~, 921,1Ptil'>: (j~:!i 

~, 58 CPUC 27 (C?UC); ~i"(i;I'>,;j~ ~;<il!:ibt C9-, ?2 C?Ue 6~1 

(1953)). Unless S~C&E ~eets the ~u~d~n of ~rovi~gt with clear and 
convincing evice~:e, the reasona~!~ness of all the ey.~en~es i~ 

seeks to have ~eflected in :"ate adjust=ents, those co~~s w!ll b~ 
disallowed (In ~~ S9uth~rn C9YPx!l'>~ CaZ Co., 51 epue 533 
(1952)). 

IT IS ORDERED that D.82-i2-0S6 is a=end~d as ~ollows: 
1. The decision is :ocified to ?~ovide :"ecovery o~ HIR! 

transportation unc~rli~ts as follo~s: 

(a) The following senter.ees are acd~d to the second full 
paragraph on Page 2: 

"In additiOn this deciSion allows 
transpo~tation u~de:"lift$ of $1.605,47ll 
paya~lc to Ha~aii~~ :ncependent ~~fi~e~y, 
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::'lc. (H7?!), to be ~e:ovp~ed ~~d~~ ECAC ~~:es 
a ...... su .... jc,..· ·0 """"""''--'' """tr~p._, a ...... ""I>" ..... J a~ .~.... J .,., v "" .......... J, .. .. .. ...... _ fill ....... •• ...,..,.\.i. .., 
abov~. 7his ~!lo~~:'lce shall ~~ ~ co~?o~e~: 
in the ~o~mu:a:io~ o~ S~C~S's SC~C ~~~~ ~: 
1• ... ~ .... ".x ..... ';:'CAC ....... "''' .... ~~~ ...... ~ ... ,.., ..... ~ ... C" ~"'v - .; .... ,.,. ~'- ..... "' •• --",' ,.. ..... _-..\..l ••• ..., .... J .. 

i~t~~~s: :h~~ =~1 ~~ ~el>~~~ r~3zo~p~1~ .. " 
(b) The ~irs: ?~r~~~a?h 0:') ?a~~ 28 iz ~~e:')c~d by :h~ 

add1:io~ o~ th~ ~o!lowi:')~: 

t, " • ...... 

"I:') tcd1~io:'). tra~s~o~~~tio~ u~~~r:i~:s will 
~~ ir.c~~~~d u~c~~ :~e ~:?! ~~a~=~o~~~~:o~ 
asrce~e:'): with Ch~vro~ b~c~~se o~ a ~ecuct!o~ 
o~ H:~:·z ~~o~ue~io~ ~~lo~ ~~~ t~a~~~~~!a~ie~ 
cor,:~~c~ ~i~!~u~s. 7hcs~ u~~~~:!~~s. ~!~u~~~ 
on ~ "o·~' 0" 5=~ •• ? .... ~ ...... p.,~ "0'" ""''' .... "';~o ... • G ..... ';I ... -- ~~.II .. .,,;_ .... ~..,J •• ......... t"- ...... ';.... 

'·0·' ................. • ,,,=, .. "' ... 0'·"'· ... r,. .. I"\"'~""· ·1")0.., ''t ..... ';": .. ' •. ,_ .... ". '-'." '..J~.".I-.1 .... _I. 1."_,. 
w~l! ~~~cl! !~ d~ u~:e~::f~ p~~~:~y o~ 
S1.505. t - t ~~se~ o~ S2.~e ~~~ ~!~~C: i~ 19~2 
and 52.50 P!~ ~a~r~: ~:'l '95~. 7his o!:o~ance 
will b~ ~~eov~~ec ~~~o~gh ~C~C ?~c wi:: bp 
su ~jP"· "0 ~dj"r.~~ ... " ~r a .... ""'~ -~~r "" .. _ wi '-" g .. .:J ... uJ .. 'I.... "- J "", . .".. _ .. .. .... _ .., 

a::o~an:~ ~~O!: be :?::u!~:~c as ~ Co~?o~~n~ 
o~ SDC&E's EeAC ~~t~ 2t i~s n"'x: BCAC 
p~oc~c~i~e, :~cl~~~~~ ~~y i~:~~~~~ ~~~~ ~~y 
be dec~ed rea~onable." 

(", • I 

"? ;n ~!low~:')c~ o~ :ran:~o~tl:!O~ 
und~~:i~:s o~ ~i.605.~:~ ?aya~l~ to ~:~! is 
autho;~:e~ ~or SDC&:. 7h:s 3::o~anc~ ~~all 
be ~~cov~~eC: undei SC;C rate: and sha:: ~! 
r ...... j~e· -e " ...... ~.-- ...... ~~~o~a~·~-~~ • ... ~.,~p.-. ~~ ... .."y"'; - .. 'W ............ .. ~ .. ..J •• ___ 1._ ............... 1""'\'.;'\.;1, 

~~~u~c. rh~s al:owa~~~ ~hal: ~e ~ co=~o~~~~ 
!~ the ~o~=u!ation o~ S~C~S': SCAC ~at~ at 
its :'lex: ECAC p;occe~ingt ir.cluding a~y 
inter~s: that i:')te~~~~ that ~ay be C:ee=~C: 
reasonable .• 

disallowance o~ ~\,le! o1! sale loss~s :~ ~=~:')c:~c by ~ne ~ollo~~~g 
add!.tio:'ls: 

(a) ...... ,.. .I. •• _ 

paragra?h on ?ag~ 
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~:n =aki~g this d!:a::owa~ce, w~ ~~~ind SDC&~ 
0 ". 0'· ... .of~s·c" .. s.(o .. 0" ~ .. ~ I""e' Ol~ J"'v" ... tO"y • 'wIl.~. ~..., ... , .... IJ"'; ........ _ .. _ ..... ~ • 

in D.e2-0~-115 in A.6~S55. A~:~~ noting that 
SDC&E p~ov1d~d ::"l:u~~icient ~videnc~ to 
suppo~t its ~eQu~::~~ oil inv~nto~y l~vel and 
exp~essins d!ssatis~action wit: SDC~E's 
analysis in the e~~~ o~ oil inve~:o~y. W~ 
wen: on to state the ~o:lowins: 

':n acoptin~ sta~f's ~~cc~~~~~~c :ev~l 
o~ fuel oil in invento~y, we will also 
accept star~': suggestion that th~ cost 
o~ each ba~~~l o~ exc~:s oil ove~ the 
allowe~ inv~nto~y b~ sh2~e~ betw~c~ the 
~at~paye~s and th~ sh~~eholde~s. We 
will a:locat~ ~he exc~ss oil ~u~ccn 
e~ually between th~ ~at~paye~s and th~ 
sh2.~cholc~~:.' 

"Fu~ther, while the ~xce:s oil :nvento~y 
allowance was an esti:ate set to~th in the 
AEF and was technically a pa~t of base ~ates, 
the allowance nonetheless was ~endc~ec as a 
p~~t o~ an ECAC ~uel o~~set p~oce~d!n~." 

(b) ....... e I"o'''!o··.f ..... "~",,,,,,;"g 0'" I"",c" 0(<<, a.ofd~"'· .~. • ...... .-. • .,l=., ._ •• '-_.~ •• ~ v • ....., \.. ... \w.. 

"Unless the~~ is an ECAC di~a:!ow~nce o~ 
~6_88 cillion in r~~: oil sale.:osses, SDG&E 
~ill on the one hane ~e~eive a dol1~~-~o~­
dolla~ ~ecove~y in ~h~ S:A: balancing accoun~ 
~o~ all such :oss~s, ~~~:e also ~e~~ing a 
$6.88 ~illion allo~ance in the AER ~O~ excess 
~uel oil invento~y cy.?tns~~ ~hat, du~ to ~he 
co~bined level o~ i~s oil sales and oil bu~n, 
it actually Old no~ :~cu~." 

(c) The !ollowing conclusion o~ law is acdec: 
"D.62-0 4-i 15, in A.50S55--a ~u~l o~rs~~ 
p~oceecing--held th~t ~he cost o~ each ba~~e: 
or excess oil ovc~ the allowec in'lento~y 
should be sha~ed between SDG&E's ~a~e?aye~s 
and its sha~eholec~s. :t i~ not ~~~sonable 
· .. ·~en SDG'~ ~,.~~ o~' ~a~" lo~~c~ ~ ... ~ ~"~jP~" ... "-'- i.W __ •• w .. __ _.,.; tool f..;, .... ..J""tJ __ .. 

to a eolla~-fo~-dol1~~ BCAC ~ec07e~1. to 
cha~ge ~a~epayers ro~ exc~ss oil in invento~y 
expenses tha~ SDG&E coes ~ot i~cu~." 

3. 7he deci~ion is ~odi~iec by the deletion o~ s~ate~ents 



1'"ollo\o:s: 
"7his ~~su:t~~ f~o~ ~~~ 
whi~~ ~~j~e:i~r ~;:~~~: 

o\'::'"~i!'l~ oi" 
~~:: . ,. 

"~U~: oil s~!~$ ~~~~ ~o: i~::\':c~~ i~ :~~ A~R 
i~ ~.S2-0t-'15. co~:~a~y ~o ~h3: w~s 
o~!~i~':!v i~t~~:~~ a~ ~t~'r~: :~c A~? 
~"A;"~IC> ~"'A':' ............ ~ ..... .:,. ......... ,.1' 
..,_ ...... ~~ .. ... .,;..,,,_ ,.~.., ..... , .... ",. .......... _w ""~ 

n~go~i~~!o~~ ~::~ :~ ~u~=:~~~~~ ~e i~s~~~~ 
a::ow~d £C;C :r~a:=D~~ o~ ~ue: o~l sale 
:oss~~ in o~c~; ~o: ~o ~;~jvC!~~ ~~C~ 
n~ro:i:!:io~=. " 

O~li~~,· ... ~ .. 'O"' •• ~o ~~_~c~, C !~ ~.~,.,~~~ ... ~ (' .. ~.o~ ... 12 ?~~" ~~, IA~ •• ...... ~c O:~ oJ -~, _ .. - -_ _ -_~ •• " oJ'), ..... 'J ..... ' .... ', 

':>':>l./day, a~ fol:c~s: 

(a) 

as follo .... s: 

"Dv~i~g :he h~3~!~gS, S'C&~ :~,:~c ~~a~ !t~ 
~s~i=a:es ~e~e o~ 7eso~ots ?o:s:~:~ loss in 
the ~v~~: :h~~ S'G~~ ~~~ ~e~\':s~~ :0 :3k~ or 
,ay ~O~ oil c~l!ve~i~z. ~hes~ ~~~!=a~~~ 
ra~ged fro~ $o.'7-!~2.~- ?C~ ~~r~el :0 a low 
of ~7.'7 ?~r oa~r~l (Sx. 8, ? 7). 7esoro 
s:~t~c ~ha~ i~~ lo~: ~z~i~a~~ ~~s ~7.~O ~~~ 
':>a~~e: (7R. 726). Uz:~g ~hese fi~u~cs. S~C&:. 
could have c3!c~:~:ed cu~!ng ~he cour~e of 
nego~ia~io~z with !ezoro wha~ ::s :axiou~ ~n~ 
=ini:\,:: ~e~ ba~~~l ~x?osu~e wo~lc OC in ~he 
ev~n~ o! :i:igatio~. S~G&E chose to acce?~-­
in ?lace cf the uncer:~i~ties c~ litigation--
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the c~~tai~~y o~ 0 ~5.5S ~~~ ~a~~~: ~~c~~:i~t 
fee, p:us oth~~ U!'lc~~l:~t ~~~S, totalin~ ~o~~ 
«46 ... .:'l~o"" ·ss""'~'"'''';!o'''' o\o'':/'I'.,~Jo'" ",I' <t.tJ ... .J. _.. .. • J • ~ WI~ .... j j ~ - ,. ~ .... t:.t I.,. ~.. .. J ' •• 

'5,056 bol./cay (~hi~h iz th~ ~o~t~~ct 
oblie~tio~ S~~ ~o~~h in Sta~~ EXh:oit 12, p. 
3-") ove~ the ~~=3i!'ling li~e of th~ contract 
(Octobe~ iT 1ge2 th~cugh Dec~~~er ~1, ~983, 
~ e 455 ~a'/~) .~p "a"g~ or ~~~~~,~ ..... ., ~ \.t ,,'" ,. ...,."... " ..... 4>- ~J"J¥fJ..,,; ...., 

possib:~ ~y'pOSU~~ i~ th~ ~v~nt o~ litieatior. 
can oe calc~lat~c. 7he ~~e:t~on is ~h~tb~~ 
in ligM~ o~ th~s~ ~:~~=~~~C pa~a~~~~~s anc 
othe~ conside~atio!'l~ that ?os~ibly could bea~ 
on an e~ti~ate of a 7~soro suit ~or d~eages, 
SDC&E settlec fo~ ~r. ~r.der:ift fe~ that ~as 
reasona~l~." 

the top of Pag~ ;0 is a:er.cec to r~ac as follows: 
"",.,Io..io:: IS ; ...... o ..... a ..... ~tI)"'O:'uP.'~ c.,.,0·,~1'>~ .. 1'> 06' "he ,~ ___ ...... ,... _ .... ¥ .., ... ""~ .." .... r. ... ...... 'We. • 'WI. 

exact ~er~s o~ ~h~ ~~~raca sa:~ =~y he:? us 
~eigh ~be re3so~a~1~~es: of SOG&2's ez~~m2t~s 
o~ the loss that Tesoro wou:c fac~ ~~ i~ ~old 
the unc~r~~~~~c 0:: ~o 0 thi~: pa~~J' a~ ~el: 
as to judge the reason~b:eness o~ Tesoro's 
los: e::icate o~ $7.50 per barrel." 

on Page 30 ~~ a:encec :0 ~~ac ~~ ~o::o~s: 

"We ~e~c to k~ow =uch =orc about ho~ SDC&E's 
r.¢gotia~ior.s wi~h Tesoro ac~~a::y pro~~eded; 
ho~ SDC&E arrived at it: ~sti=~:~~ of :oss 
fo~ Tesoro, as we:: ~s bow !eso~o reach~c its 
own :05S esti=a~e; what ter~s Tesoro 
negotiated ~n its sa:~ agreem~n~ with 
A~erada; and what e~~or~~ SDC~E oade to 
loc~te buyers ~or 7esoro." 

S. The deCision is a~e!'ldec to show that the everg~eenir.e 
provision in the Tesoro-A=erad~ contract is ~ot ~n~orce3ble ~t 
Amerada's sole option but rather is 0 ~rovisior. that allo~s the 
contract to be cancelled a~ter the ~irst year on 90 days notice 
froo either party, as ~o:lows: 

(a) The last full se~tence or. Page 29 is amended to 
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":he con~~~~~ h~s ~ ~o~:~~UOUS ev~~g~~e~:~t 
,~ov:::O~ ~hic~ a :c~s :he co~~~a~~ ~o b~ 
c'nr~::~c a~~~~ : r; ~i~z~ y~~~. O~ 0, c~ys 
no~ic~ ~ro~ ~::~~~ ;1~:Y." 

:!os 
;"?K :20, 1ge~ 

~EO~AR~ ~. GR!XES. JR. 
?:-es:.ce::'t 

';:C':'OR C;J..VO 
~O~';:'~ v:;..:. 

Co:n.~i ss ione:-s 

Co~!ssio::e:- ?:iseil!a C. G:ew, ~i~9 
::eeessa=!ly a~sen't~ did no't ~:tic!pa'te 
in t~c d~S?OSl'tio:: 0: ~his p:oeeeein~. 
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ex~ense and the failure of D.82-12-056 to address this point w~s 
inadvertent. 

IT IS ORDERED that D.82-12-0S6 is amenced as follows: 
1. The decision is ~odified to provide rec"ve~y of BIR! 

transportation underlifts as follows: 
(a) The following sentences a~e ~dded to the second full 

paragraph on Page 2: 
"In addition this decision allows 
transportation underlifts of !1,605,47 4 
p,y~ble to Hawaiian Independent Refinery, 
Inc. (BIR!), tv 'be recovered under ECAC rates 
and subject to further review and refund as 
above. This allowance shall be a co=~onent 
in the for~u1ation of SDG&E's ECAC r~te at 
its next ECAC proceeding, inc1udin~ any 
interest that may be dee~ed reasonable." 
(b) The first ~aragra?h on Page 28 is amended by the 

acdition ~f the followinS: 

l.I4: 

" ...... arl-';~.(~·n ...... .,. ... s ... o ... • ..... ~on u....;~~~ ... ,.(I' .. s '·,('1 ~~" -'-. "",_v., v. C"'.j, i" .~ ..... w_,. ' •• '.t. ....... .., ... __ 

be incur~ed under the E!R! ~~ansportation 
a greement with Chev:"on beca'use of ~ reduction 
of B!Rr's production belv* the transportation 
contract minimu~s. rhe~ underlifts, figu~ed 
on a total of 686,11: ;Oa~rels for the period 
NO':e:nber 1, 1982 thrvUgh October 31, 1983, 
will result in an u~derlift penalty of 
$1,605,474 based o~ $2.16 per barre: in 19~2 
and $2.50 per '027'" ~l in 1983. This a11o~ance 
..... .(" ""e "'~c-v~"'e .. "" ... · .. S .... ':'C~·C ~ ... '" .. "" ""~ • ., ~.,; .... v _ • 'I w i.J, \J,... ~~ ~ 1\ ~ ".~ '-" f\ • .. .. t.,; ~ 

subject tv adj;st~ent as above. ~his 
allvwance sha~~ ~e calcul~~ed as a co~~onen~ 
of SDG&E's ECfC ~ate at its next ECAC 
proceeding. ~ncluoing any interest that ~ay 
be deemed ~eaSO:1able." 

(c) The rollv~ing Orde~i:1g paragraph is added tv ?age 

"3. An allowance or transportativ:1 
und~~lirts or $1,605,47l.1 payable to BIR! is 
authorized fo:" SDG&E. !hiz ~llowance shall 
be ~ecove~ed under ECAC rates and shall be 
subject tv furth~r ~easvnable:1ess ~eview and 
~erund. This allowance shall be a co:pone:'lt 
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in th~ formulation of SDG&E's ECAC rate 3t 
its n~y.t ECAC prvceeding, ~ncluding any 
interest that may be deemed reasonable.~ 

2. The decisivn's discussivn o~ the 56.88 million 
disallowance of ~uel oil sale losses is amended by the following 
additions: 

(a) The following paragraph is added after th~ first 
paragraph on Page 31: 

"In making this disallowance, we ~emind SDC&E 
of our discussion of its fuel oil invent~ry 
in D.S2-0~-1'5 in A.6086S. After notin~ that 
SDC&E provided insu~~icient evidenc~ tv 
support its recuested oil inv~ntory lev~l and 
expressing diss8tisfaction with SnC&E's 
analYSis in the area vf oil inventory, we 
went on to state the following: 

'In adopting staff's reco~mended level 
of fuel oil in inventory, we will also 
accept staff's suggestion that the cost 
of each barrel of excess oil oyer the 
allowed inventory be shared ~etween the 
:"atepaye:"s and the sha:"eholders. We 
will allocate the excess/oil burden 
eoually between the ra~payers and the 
shareholders.' ~ 

"Further, whil~ the excess oil inventory 
allowance was an estimate set forth in the 
AE? and was technica!ly a p~rt of b~se rates, 
the allowance none~heless was rendered as ~ 
part o! ~n ECAC !~el o!fset proceecing." 

/ 
(b) The follow~ng finding of fact i~ added: 
"Unless there/is an ECAC disallowance o! 
$6.88 millioo l in fuel oil sale losse~. SnC&E 
will on tbe one hand ~eceive a dollar-!~~­
dollar recovery in the ECAC balancing account 
for all sucb losses, while also re~p~ng ~ 
$S.88 million allowance in the AEH for excess 
~uel oil inventory expenses tbat, due t~ the 
co~bined level of its oil sales and oil burn, 
it actually did not incur." 
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., 
oJ· 

(c) The following eonclu:ion of l~w i~ add~d: 
"D.82-04-115, in A.60865--a fuel offset 
proceecing--held that the cost of each barrel 
of excess oil over the allowed invento~y 
should be shared b~tween SDC~EfS ratep3yers 
and its shareholders. It is not reasonable 
when SDC&E fuel oil sale losses are subject 
to a dollar-for-dollar ECAC recovery, to 
charge ratepayers for excess oil in inventory 
expenses that SDC&E d~es not incur." 

The decision is mOdified by the deletion of statements 
incorrectly indicating that SDC&E fuel oil sale losses were 
higher than had been estimated in D.82-04-115, as follows: 

follows: 

read as 

(a) The last sentence on Page ?O is a~ended to read as 

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

(b) / 
The first t ..... o sentences on,,'Page 31 a,re a~ended tCi 

follows: 
/ 

/ 
"Fuel oil sales were not i~cluded in the AER 
in D.82-04-115, contrary/to what was 
originally intended as ~~gards the AER. 
Because SDG&E was in t/,e midst of 
negoti~tions ..... ith it/suppliers, we instead 
allowed ECAC treatm~nt of fuel oil sale 
losses in order n~t to prejudice such 
negotiations." j' 

4. The deCision i~amended to show what estimates of 
/ 

Tesoro's per barrel oi1 losses were presented by SDC&E and to 
;' 

clarify that the $7~50 per barrel loss esti:ate was presented by 
/ 

Tesoro and not SDC&E. AlsCI, the level of SDC&E's contract 
obligation to Tesoro is ~evised rro~ 12,500 bbl./day to 15,055 
bbl./day, as follows: 

(a) the first parag~aph on page 29 is a~end~d to read 
as follows: 
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"During the hearings, SDG&E ~t~t~d what its 
estimates were of Tesoro's Possible loss in 
the event that SDC&E had refus~d to take or 
pay for oil deliveries~ these estimates 
ranged from $9.17-$i2.17 per barrel to a Ivw 
of $7.17 per barrel (Ex. 8, p. 7). Tesoro 
stated that its loss estimate was $7.50 ~~r 
barrel (rr. 726). Using these figures, SDC&E 
could have calculated during the course o! 
negotiations with Tesoro what its maximum and 
minimum per barrel exposure would be in the 
event of litigation. SDG&E chose to accept-­
in ~lace of the uncert~inties of litigation-­
the certainty of a $6.55 per carrel underlift 
fee, plus other und~rlift fees, totaling some 
$46 million. Assuming an oblig~tion of 
15,056 bbl./day (which 1s the contract 
obligation set !orth in St3ff Exhibit 12, p. 
3-11) over the re~~inin; life of the contr~ct 
(Octooer 1, 1982 through December 31, 1983, 
i.e., U55 days), the range 0: SDG&E's 
~ossible exposure in the ev~nt of litigation 
can be c21culated. The question is whether 
in light of these estimated para~eters and 
other considerations th~t possibly could be2r 
on an estimate of a Tesoro suit for damages. 
SDC&E settled f~r an underlift ~ee that was 
reas~nable." ! 

;' 

! 
(b) The last sente"nce Clf the paragr~pb th2.t e:'lds ~t 

the top o~ Page 30 is amended to read as follows: 
I 

"This is lcportan:t, 'o~cause kno'",ledge vf the 
exact terms of tpe Amerada sale may belp us 
to both wei~h the reasvnaoleness Clf SDC&E's 
estioates of th'e loss that Tesoro would face 
if it sold the'underlifted oil to a third 
party and to ,judge the reasonaoleness 
of Tesorv's loss estimate of $7.50 per 
barrel." ' 

(c) The first sentence of the first complete paragra~h 
on Page 30 is amended to read as follows: 

"We need to know much more about how SDG&E's 
negotiations with Tesoro actually proceeded; 
h~w SDG&E arrived at its esti=at~s of loss 
fo~ Tesoro, 3S well as how Tesoro reached its 
own loss estimate; what teres !es~ro 
negotiated in its sale agreement with 

5 
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Ameraca; and what eff~rts SDG&E made to 
locate buyers for Tesoro. w 

~. 

The decision is amended to show that the evergreening 
provision in the TesorO-Amerada contract is not enforceable at 
Amerada's sole option but rather is a provision that allows the 
contract to be cancelled after the first year on 90 days notice 
from either party, as follows: 

(a) The l~st full sentence on Page 29 is amended to 
read as follOWS: 

,. 
". 

~!he contract has a continuous evergreening 
provision which allows the contract to be 
cancelled after the first year, on 90 days 
notice from either party.w . 

The decision is modified to co-:-';ect 
/ 

typographic:sl err,:,r, namely, the Ph~ase "the 
,-

second sentence of the second full/paragraph 

the following 
discoveryW in the 
on ?age 30 is 

/ ame!'lced to read "the discovery 7roeess. W 
Rehearing of D.82-12~056, as modified herein, is 

denied. ~ 
This order is e~ctive today. 
Dated APR2011983 ,at San Francisco, Califo!"'nia. 

L:;ONA..~ M. GRII-:ES. J'?. 
Pr"s14.,,=.t 

VXC:OR C.A:LVO 
DONAL]) VIAL 

C0cm13:!c::s.o%'a 


