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PUBLIC UTILITIES CGHHISSION OF THE STATE OF CALIFORNIA

EVALUATION & COMPLIANCE DIVISION RESOLUTION G-2684
Energy Branch June 5, 1986

RESOLUTION

PACIFIC GAS AND ELECTRIC CONPANY (PG&E) ORDER AUTHORIZINC
APPROVAL OF A CONTRACT BETWEEN PG&E AND CHEVRON U.S.A., INGC.
(CHEVRON) FOR THE RETAIL SALE AND/OR TRANSPORTATION OF
NATURAL GAS FOR CHEYROXN'S RICHMOND REFINERY.

By Advice Letter No. 1359-G, filed May 22, 1986, and pursuant to
Sections 491 and 532 of the Publlc Ut111t1es Code, -PGRE requests a
deviation from its regular G-50 - Natural Gas’ Service (Prlorlty 3
and 4 customers) tariff schédule in ordeér to eateér into a special
contract with Chevron for salé and transportation of natural gas.

BACKGROUXND

PGERE reports that Chevron is its largest retail gas customer.~:lﬁ
1985, sales to Chévron were approxlmately 271 million theras,
providing a contribution to margin of over §25 million.

The rapid decliné in world oil prices, with the correspondlng
declines in the prices of liquid fuels available to Chevron, havé
made it economic for Chevron to switch t6 alternative fuels, PG&E
believes it is in the interest of all its ratepayers to ¢ontinue
service to Chevron at a rate that will provide a substantial
contribution té the fixed costs of the operatlng system, The
contract is submittéed im ordér to continue service to Chevron.

SUHMARY

This Agreement will give Chevion the: ability to both’ purchase gas
from PG&E and to transport gas over the systém on a. monthly_
nomination process,

In exchangée for a $1.2 million nonthly demand charge. Chevron can
purchase up to 20 million therms of ga$ pér month at a c¢ommoedity
charge not greater than PGRE's average cost of spot gas and short-
term purchases plus a payment of $0.05 per decatherm for
administration and direct costs in securing the contract volumes
of gas. ThlS arrangement will allow Chevron to purchase, :




transport o6r any combination of purchase and transported gas for
the first block of 20 million therms per month.

o For purchases and or transportation volumes
above 20 million therms peér month, Chevron will
pay PGE&E the Coamodity charge plus $0.50 per
Decatherm for purchases or just $0.50 per
Decatherm for transportation of its own gas,
Again, $0.05 per Decatherm will be added for
administration.,

This Agreement is for a term 6f six months or
until November 30, 1986, whichever occurs first.

DISCUSSION

PG&E intends to purchase gas for Chevron pursuant to- Paragraph 4
of Schedule B of the April 1, 1986 amending agréément to the gas
salés contract betweén the Alberta and Southern Gas Co. Ltd. and
Pacific Gas Transmission Company. Any purchases under” that )

agreément will be at a cost no léss than PGEE's average cost at
the California border of all spot and Canadian discount gas
purchases. o

1
PG&E believes thgt, unless there is a pronmpt action on this advice
flllng, Chevron will quickly make arrangements to burn substantial
quantities of alternatlve fuels. Consequently, PG&E réguests
under the provisions of Section 491 of the California Public
Utilities Code, that this flllng be approved 6n an emergéncy basis
on less than statutory notice, in order that PGE&E may be able to
continue earning a contribution to margin from Chevron for the
benefit of all ratepayers.

This resolution is intended to keeéep Chevron from swltchlng to{
alternate fuels by providing compet1t1ve gas alternatives theréby
maximizing contribution to margin on the PGEE system., It should
providée a stable, cost justified contribution towards the sSystéem
fixed costs ($1.2 million per month démand charge) of providing
service to Chevron, while directly communicating the commodity
cost of gas to Chevron and the PG&E suppliers.

This Resolution is consistent with the concept of "unbundled" rate
design proposed in Decision No. 86-03-057. 1In addition, equal
margin contributions for the use of PGE&E's system will be obtalned
from rétail salés or transportatlon. The proposed contract is
alse for a limitéed six-month térm, céinciding with our
consideration of new long ~térm gas rate design’ p011c1es. Thus, the
proposed contract will not be an ébstacle to thé imposition of new
rates based upon our final decision in the rate dESIgﬂ
proceedings.

The purpose of this Special Emergency Contraét is.to avoid: the )
loss of a market that may éccur absent this contract'vith‘GheYrén.§~f
PG&E has been informéd and- believes that thé current bil prices
and the avallablllty of 11qu1d fuéls to Chevron have madefi§1¢4
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economical or Chevron to switch fuels for their operations at the
Richmond Refinery. Regaining customers can bé very difficult
once they havée switched to other fuels., PG&E has negotiated with
Chevron at length and has reached contract terms which are
acceptable to the parties involved. This contract agreement is
presented here to obtain Commission approval.

Public notification of this filing has been made by mailing copies
of the advicé letter to other utilities, governmental agencies,
and to all interested parties who requested them. The Commisssion
has received no protests in this matter.

FINDINGS
1. Chevron has indi¢ated that, based on the current price of 011
they intend to burn liquid fuels instead of natoral gas at their
Richmond Reflnery.

2, Thls emergency deviation is requlred to av01d loss of a. market
that may occur absent approval of this: Special Contract‘ if
Chevron discontinued use of natural gas for plant operations its
contribution to the fixed costs would cease, This.would possibly
result in increased revenue réquirements from the losses on higher
priority customers.

3. It is reasonable for PG&E to prov1de service under thls
special short-term ¢ontract to maintain competitive natural gas-
prices, while thé Commission considers the appropriaté long-term
gas rate design for PGEE's customers. ,

4. Noticé of the follov1ng order did not appear o6n the’
Copmission's agenda as required by the" Publlc Utilities Cﬁde .
Seé¢tion 306. This mattér is an émergency issue beécause of lower
oil pricés and without the special contract in effect, a ‘greater -
fixed cost and -financ¢ial burden would havé to be placéd on othér
high priority customers. Extensivé noticing of this filing has
takén place through individual mailings to the General Order 96-A
list and the parties of record in A.86-03-030,

THEREFORE:

1. Under the provisions of Public Utilities Code Sectionrs 491 and
532, Pacific Gas and Eléctric Company is authorized to entéer into
a contract with Chevron USA, Inc., for the sale o6r transport of
natural gas subject to the terms set forth in this advic¢eé letter -
and the sample form contract submitted with the advice letter.
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2,. Pacifi¢ Gas and Electri¢ Company shall take all rease¢nable
actions nectessary to ensure that the gas, both spdét and system
supplies, which it purchasés through the Alberta and Southern Gas
Co. Ltd. and Pacific¢ Gas Transaission systems is, 6n the average
marketable to Chevron according té6 the contract,

3. Pacific Gas and Electri¢ Company will be required to furnish
data to éstablish the volumes and prices used for this contract.
PG&E is reéquired to furnish the ¢ontribution to margin from this
contract quarterly, béginning 30-days after the first three .
months of operation to theé Executive Director 6f this Commission:

4, ThevabOVé'advice léttet_ahd‘cbntractAfori_shéliASéiiarked7:6'
show that they were authérized for filing by Commission Resdlution

6-2684,

5. This Resolution shall be served on all parties to the
Conmtssion's 6ngoing Gas Long-Term Rateé Design proceeding in

1.84-04-079,

6. This Resolution is effective todéy.

I certify that thiélRéS@lﬁtiOn vas adopted by the'Pubiic-Utiiiiies
~Commission on June 5, 1986. The following Commissioners approved -
it: ' _ ¥ ‘ B -
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Exécutive Di:éé{bt:

DONALD VIAL N
. . President
VICTOR CALVO =
PRISCILLA C. GREW
FREDERICX R. DUDA
STANLEY W. HULETT
Commissioners




