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PUBLIC UTILITIES COHMISSION OF THE STATE OF CALIFORNIA 

EVALUATION & COMPLIANCE DIYISIO~ 
Energy Branch 

RESOLUTION 

RESOLUTION C-268~ 
June 5. 1986 

PACIFIC GAS AND ELECTRIC COMPANY (PG&E) ORDER A-UTHORIZING 
APPROVAL OF A CONTRACt BEi~EEN PG&E AND C~EVRON U,S,A., iNC. 
(CHEVRON) FOR THE RETAIL. SALt AND/OR TRANSPORTATiON OF 
NATURAL CAS FOR CHEVRON1S RICHMOND REFINERY. 

By Advice Lettei No. 1359-G, {il~d Hay 22, 1986. ~~d ~ot*ua~i-to 
SectiOns 491 and 532 of the Public Utilities Code, -PC&EreqOeSt8 ~ 
deviatiOn from itS regular G-50 ~- Natural Cj* Setv~te (Pri6iity 3 
and 4 customeis) taiiff s~h~dule_in ord~r to efit~iifiio ~"~peiial 
cantr~ct with Chevron lot sal~ and transportation af natu~a1 gaS~ 

BACKGROUND 

PG&E reports that Chevron is its 16~~~~t ietai1 gas cu*~amet.~ln 
1985, sales to Chevron were approximately 271 million therms, 
providing a contribution to margin of over $25 million, 

The rapid d~clin~ in world oil prices, with the cOit~spo~din~ 
declines in the ptices of li4uidfuels available to Chevro6. hav~ 
made it econ6~ic for Che~rOn to ~vitch t6 aiterfi~tiv~ f~e~s. PG&E 
believe. it is in the interest of all it. iat~pa)eiS to ~Ontiriu~ 
service to Chevron. at a rate that will provide a ~ubsta~tial 
cantribution to the t:ix~d costs ofth~ openlting" system. The 
contract is submitted in order to continue *~rvi~e to Ch~vrOn. 

SUHl-IARY 

this Agt~ement· will giv~ Chevron the ability: to bbth"pu~~h~*e~g~~ 
frOm PG&E arid to transpor~ gas over the system ori a m~nthly" 
namination process. . 

In exchange fOr a $1.2 million ~b~thly demand charge, Che~ion c~fi 
purchase u~ to 20 million therm~of ga~ p~r m~~th af ~ tomm6~it~ 
charge not gr~ater than PG&E's average cost of spot gas and short­
t~rm pur~hase. plus a payment of $0.05 per decatheim'f~~ 
administration and direct costs i~ securing thecontiact volumes 
of gas. This arrangement viII allow Chevron to purchase, 
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transport or aoy combination of purthase and transported gas for 
the first block ol 20 million therms per month. 

o For purchases and or transportatiOn volumes 
above 20 million therms per month, Chevron vill 
pay PG&E the Commodity charge plus $0.50 per 
Decatherm for purchases or just $0.50 per 
Decatherm fOr transportatiOn of its Ovn 8as. 
Again, $0.05 per Decathetm vill be added for 
administration. 

o This Agreement is for a term of six mOnths Or 
until NOvember 30, 1986, whichever occurs lirst. 

DISCUSSION 

PG&E intends to p-urchase gas for Che .. 'ron pursua~t to Paragraph 4. 
of Schedule B of the April I, 1986 amending agreement t~ ~he gas 
saleS contract betveen the Alb~rta and Sbuthetn Gas Co~ L~d~ and 
Pa"cifie Gas TransmissiOn Company.. Any purchases und~r --that 
a8ree~ent will be at a eoit nO l~ss than PG&E'$ avei.~~ cOst at 
the CalifOrnia border of all spot and Canadian discOunt gas 
purchases. 

\~) -

PG&E believes that, unless there is a prompt action on this advi~e 
filing, Chevron w~~l quickly make atrangementS to burri jubst.ritial 
quantitieS Of alte~native fuels. Consequently, P~&~ i~quests 
under the proviSions of Section 491 of the California Public 
Utilities Code. that this filing be appio~ed on an emergen~y basis 
On less than statutory nOtice, in order that PG&E may be able to­
cOntinu~ earning a cOritributi6n to margin fto~ Chevt6n for the 
benefit of all ratepayers. 

This r~sOi~ti6n is intended to keep Che~rOh from switch~nj'to 
alternate luels by providi~g competitive ga~ alter~atives thei~by 
maximi~ing cOntiibuti6n t6 margin 6n the PG&E S~~tem. it should 
provide a stable,' cost justified COntribution towards the system 
fix~d cOsts ($1.2 million per m~nth de~and chai*e) of prbviding 
service to ChevrOn, while directly communicating the commodity 
cost of gas to Chevron and the PG&E suppliers. 

This ResOlutiOn is consistent with the tb~cept ot "unbundled" rat~ 
design proposed in Decision No. 86-03-057. In addition, equal 
~argin contributions for the use pf PG&E's system will be obtained 
from retail sal~s or transpOrtati6n~ The proposed contt~ct is -
also fOr a limited six-m6nth tetm. coinciding with 6~r 
consideration of new long-term gas rate design polities. ThuSi the­
proposed contract will not be an Obstacle to the impOsition of nev 
rates based upon out final decision in the rate design 
proceedings. 

The purpose of this Special Emeigericy Contiatt ist6a~oid;the __ 
loss of a market that ma) 6ccur absent this contiatt ~ith Che~rbn. 
PG&E has been informed and '~eiieves that the current -bil p'iic~s· . 
and the availability of liqtiid fue~s to Che~rOri'~ave~~ade' it . 
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economical or 'Chevron to switch fuels for theit operations at the 
Richmond Refinery. Regaining customers can be very difficult 
once they have switched to other fuels. PG&E has negotiated vith 
Chevron at length and has reached contract terms which are 
acceptable to the parties involved. This contract egreement is 
presented here to obtain Commission approval. 

Public notification of this filing ha~ been made by mai1iri, cbpi~s 
of the advice letter to other utilities, governmental agencies, 
and to all interested parties who requested thema The Commisssion 
has received nO protests in this matter. 

FINDINGS 

1. Ctievron has inditated that"based on the curteht prite'of Oil, 
they intend to burn liquid fueis in'stead of natural gas at their 
Richmond Refi~ery. 

2. this eme~gency deviation is require4 to Avo~d loss of a ~~rket 
that may occur absent appr~val of this-Special Contract, If -
Chevrondistoniinued use ~f natural ga. for ple~t operatiOns its 
contribution to t~e fixed coats v~~ld cease. This-vo~ld pos~ibly 
result in increased revenue requiremehts from the 10~~es on h~gher 
priority customers. 

3. It is reasonable for PG&E to provide service under this 
special short-ter~ tOnttact to maintain competitive natut •• *a~ 
prites, wh{l~ ~h~ C6m~i~sion consid~rs tbe 6pptopiiat~ lo~g-term 
gas rate design for PG&E's customers. . 

4. Notice of the following oider did not appear on the- _ . 
Co~mis'ion's 6g~~da as required by theP~biic Utlliti~S ~Ode _ 
Section 306. This matter is an emergency iSsue betause of io~er 
oil prices and withbut the special contract in effect, ~-greatei 
fixed cost a,nd{inantial burden ",ould have to be placed on . ather 
high priority customers. E~tensive' ~oticing Of this fili~g has . 
taken place through individual mailings to the General Order 96-A 
list and the parties of record in A.86-03-030. 

THEREFOREt 

1. Uhdei the provisiOns ot Public Utilities Code Sectio~~ 491 and 
532, Pacific Gas 6~d ElectticCompany is authOrized to e~ter into 
a cohtrect with ChevrOn USA, Inc., for the sale or transport of 
natural gas subject to the tetms set forth in this advice letter -
and the sampl~ form contract submitted with the.advic~ letter • 
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, ' 2r . Patiiit Gas a~d tlectiit Co-pany shall, tak~' all rea$~nable 
actions netes$~ty to ensure that the ~as. both sp6t and ~7st~m 
supplies, which ~t purchases through the Alberta and Southern Cas 
Co. Ltd. and Patiilt Cas Trans.lssion systems lSi on the Average 
aarketable to Chevron accOrdIng to the contract. 

3. P~~l£ic Cas and Electrit Comp6ny vitl be t~~uired to furni~b 
data to ~$tablish the ~61u~~s and prices used for ~hi~ tOl'ltratt. 
PG&E is required to furniSh the tOl'ltiib~tion to Ilsrgln ftom'this 
contract quart.etly.' begi!lnitlg 30-days, after the tirst ~htee " 
months 6£ operatiOn to the Executive Ditec~Or 6£ thi~ CommlssiOn~ 

4. Th~ above advice letter andtontract tor. shail b<e'-marked"to 
show that they were 'authorized tot filing by Commission Resblut,ion 
G-2681,. 

5~ Thi* R~sol~ti6n:shal1 be se~ved on ~il p~iti~. ~o'the 
COmmissiOn's ~n~Oin8 ~asL6n8-term Rate Design pr6teedingin 
1.84-04-019. ' 

6. This Resolution is effective today. 

I certii) f~at thi~ RejolutiOn was adopted by the,Ptiblit Utilities 
CommiSsiOri on J~ne 5, 1986. Th~ iolloving Commlssi06ei~ appi~ved ' 
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DONALD VIAL . 
. president 

VICTOR CALVO 
PRISCILLA C. GREW 
FREDERICK R. DUDA 
STANLEY W. HULETT 

Commissioners 
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Ex~cutive Dir~tt6~ 


