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PUBLIC UTILITIES COMMISSION OF THE STATR OF CALIFORNIA

EVALUATION & CONMPLIANCE DIVISION RESOLUTION ¢-2688
Energy Branch August 6,1986

RESOLUTION

PACIFIC GAS AXD ELECTRIC COMPANY (PG&E) ORDER AUTHORIZING
APPROVAL OF A CONTRACT BETWEEN PGSE AND SHELL CALIFORNIA
PRODUGTION ING. (SCPI) FOR THE RETAIL SALE AND/OR.
TRANSPORTATION OF NATURAL GAS FOR SCPI's ENHANCED OIL N
RECOVERY (EOR) OPERATIONS IN THE COALINGA OIL FIELD INK FRESKO
COUNTY, GALIFORNIA.

By Advice Litter No. 1366-G, filed July 2, 1986, and puféyaht to
Séction 532 of the Publie Utilities Code, PGAE réquests authority
to enter into a spécial contract with SCPI for sale and

transportation of natural gas.

BACKGROUND

The enhanced oil recovery market reépresents thé largest new market
for gas in California, PG&E first served gas to this markét in

November of 1984 under Schedulé G6-59. PG&E reports that salés to
the énhanced 6il redovery market provided a contribution to margin

of approximately $9 million from Fébruary 1985 through January

However, the rapid decliné in world oil prices, with the -
corresponding dec¢lineés in crude oil prices, have made it économic
for SCPI to switch from gas to crudé oil, It is apparént that

the G-59 rateé schedule vill not allow PGEE to reécapture this
important new markét under currént cénditions, By this contract,
PG&E will retain thée ability to offér conditions 6f service that
meet the neéds of EOR customers$, At the sameée time, other '
ratepayers will benefit from the substantial contribution towards
the fixed costs of the operating system providéd by this salé.

SUMMARY

The SCPI contract is similar in form to the contract bétweén PGRE
and Chevron approved by the Commission, in Resolution G-2684 on
June 5, 1986, The contract is based én the proposed rate design
principles outlined in Decision No. 86-03-057. :
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Service for SCPI is being "undbundled,™ wvith SCPI having the
flexibility to determine whether it wvants to purchase gas from the
utility or enter into transportation of its own gas., The

specific components of the contract arée as followst

6 SCPI will pay a fixed customer/demand charge of
3206.833.35 per month., This charge reflects SCPI's
contribution towards PGE&E's fixed costs of providing
sales and/or transportation service. This charge equals
approximately $.40 per decathera.

By payment o6f the customer/demand charge, SCPI may take
any combination of sales and/or transportation service
up to 517,083 decatherms péer month, PGRE will offer
to sell gas at the California border baseéd on a foraule
equating the price of gas to thé c¢osts associated.with
SCPI burning lease crudé oil, Gas will be transported
for SCPI at no additional charge except when that gas is
produced within the State o6f California in which ¢asé an -
additional $.34 per decatherm gathering charge applies.

For vélumés above 517,083 decathérms per month, the -
monthly demand charge will de increaséd by an additional -
$.40 per decathern, ‘

PG&E intends to purchase gas for SCPI pursuant to paragraph & .
of Schedule B of the April 1, 1986 aménding agréément to the gas
sales c¢ontract betwéen Alberta and Southern Gas Co. Ltd, and o
Pacific Gas Transmission Company. The pricé of this incrémental
gas supply at the Californis border will beée such that the g
delivered pricé to SCPI will be competitivé with the price of
¢rude oil, PG&E will earn $,02 per décathérm to cover thé
administrative costs of securing the contract volumes,

As stated above, the contract employs an indéexing mechanism to
ensure that the price of gas will beée ¢ompétitive with theé costs
associated with using léase crudé 6il as an alternativé fuél, and
as such is baseéd on confidential opérating cost information '
provided by SCPI. Sincé opérating costs vary, not only from
operator to operator but from field to fiéld, PGE&E states that
public releasé of this cost information would disadvantage SCPI's
competitivée position with other EOR/refinéry opérators, -

PG&E and SCPI request that the specific¢ pricing provisions set
forth in paragraph 24 of this é¢ontraét de kept confideéntial,
Thereforé, PGEE proposes that the original sgreement enclosed with
this filing will be the only copy to contain paragraph 24, and
PG&E réquests that the contents of paragraph 2d be kept
confidéntial in accordance with Public Utilitiés Code Séction

583, In all other copies paragraph 24 will be deéleted.




PISCUSSION

As noted above, this proposed contract is similar ia form té the
contract between PG&E and Chevron, approved by the Commission, in
Resolution G-2684 on June 5, 1986, There is, however, a
significant differencej that fs, PGAE requests that the specific
pricing provisions be kept confidentisl, in accordance with PUC
Code Section 583, This request for contidentiality was made
recently by another California utility for a spec¢isal rate schedule
for non-residentisl customers. In thst instance, the Commission
disalloved the confidential treatment of the rate, (Resolution
G-2669, Dated April 2, 1986.)

Additionally, the Public Staff Division has stated its objections
to confidential treatment of ¢urrent PG&E Rate Schédules G-84 and
G-85, by filing a motion dated May 15, 1986 in Application
86-03-058 et s8l, to revoke the confidéential statuss The Legal - .
Division has slso cautioned the staff of the E&C Division that the
confidentiality of rates could be unlavful under Sections 453,

459 and 1702 of the P.U. Code.

Therefore, vé will reject PGRE's requést to maintain the ratés -
under this contract agréeement as confidential, '

PROTESTS

Thé Commission has fecéived;no protests in this matter.

PUBLIC NOTICE

Public notification of this filing has béén made by mailing copies
of the Adviceé Letter to other utilitiés, govérnmental agencies,
and to all interested parties who requested then, in¢luding the.
parties of Record in Application 86-03-030 (Spring 1986 CAM).

FINDINGS

1. The enhanced oil recovery market cuirently represent the
largest néw market for natural gas in California.

2. The rapid reécent decline in world 6il prices and crude oil.
prices have made it économic for SCPI to swit¢h from gas to crude
oil. e

3. It is reasonablée for PGEE to provide servicé to SCPI ﬁndéf
this contract to maintain sales at competitive natural gas
prices.

4. The potential loss of 1oad by PG&E could result in increased
revéenue requireménts béing placed on highér priority customers.




5. Spec¢ial condition 2.e., of the tontract, as it pertains to
confidential treatment of the rate, will not bée made s part 6f the
agreement with SCPI,

THEREFORE:

}. Under the provisions of Public Utilities Code Sections 454
and 532, Pacific Gas and Electric Company is suthorized to eénter
into & contract with Shell Cslifornia Production, In¢,, for the
salée or transport of natural gas subject to the terms set forth in
this advice letter and the contract submitted with the advice
letter.

2, The confidential tréatment provision will be deleted from
Spécial Conditidn 2,6, of thé contract.

3. Pacific Gas and Eléctric Company shall take all reasonable
actions nécéessary to ensure that thé gas, both spot and system
suppliés, vhic¢h it purchaseés through the Alberta and Southern Gas
Co. Ltd, and Pacific Gas Transmission systeéms is, 6n the avérage
markétable to Shell California Production Inc.

4. Pacific Gas and Eléctri¢ Company will bde required to furnish
data to éstablish the volumés and prices used for this contract, -
PGSE is required to furnish the contribution to margin from this
contract quarterly, beginning 30-days after the first three months
of operation to the Exécutive Directéor of this Commission.

5. The above advice letter and contract forn shall be markéd to
show that they wveré authorized for filing by Coummission.
Resolution G- 2688, to be effective on and aftér August 11, 1986

6. This Resolution shall be sérved on all parties to the
Conmission's ongoing Gas Long-Term Rate Design proceeding in
1.84-04-079.

7. This Resolution is effective today.

I cert1fy that this Resolution was adoptéd by the Public Utilitles
Commlssion on August 6, 1986. The followving Conmissions approved
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