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PUBLIC UTILITIES COKHISSIOM Or THE STlTE Or CALIFOiHll 

EVALUATION & COMPLIANCE DIVISION 
Energy Branch 

RESOLUTION G-2688 
August 6.1~86 

RESOLUTION 

PACIFIC GAS AND ELECTRIC COKPA~Y (PG&E) ORDER AUTHORIkIN~ 
APPROVAL OF A CONTRACT BETWEEN PG&E AND SHELL CALIFORNIA 
PRODUCTION INC. (SCPI) FOR THE RETAiL SALE AND/OR _ 
TRANSPORTATION OF NATURAL GAS FOR sePI's ENHANCED OIL 
RECOVERY.(EOR) OPERATIONS IN THE COALINGA OIL FIELD IN FRESNO 
COUNTY. CALIFORNIA. 

By Advic6 L~tt~r No. 1~66-~. iil~d July ~, 1~a6, and putsu~~t ~o 
S'ttiOri S3~ of th~ Publ1t Utilltie. Code, PG&E t~quests a~th6tlt) 
to enter irtto a $p~iiAI corittatt with SePI t6t sale and 
tran.portatiOri of rtatural gas. 

BACKGROUND 

The enh~nced oil rec6~ery market represents th~ IATge.t nev ~arket 
for gas In.Cal~fornia. pG&E tirst.s~tv~d gas to this .atket in 
N6vember 6f 1~84 ufidet Sehedule G-59. PG&E tep6tts that s~le' to 
t~e 6fihaneedoil t~tov~ri market provided *.coritribution t6matgin 
of Approximately $9 .illion ftom F~brusry 1985 thr6ugh-January 
1986. 

However, the rApid decline in wOrld oil prices. vith the 
c6rtejpofiding detllftes i~ crud~ 6il piic.s. b*~~ mad~ it ~co~o~lc 
for sept to svitch trbm g~s t~ crude oil. It is ap~arent th~t 
the G-s9 iate schedule vill not allov pG&E to recapture this 
impottant n~w mark6t urider ~cutre't iOridiiiOn.. By thi. cbntrat~i 
PG&E viii retain the ability to ottei ~6nditiO~~ of seivit. tha~ 
meet the ne~d. of EOR customers. At the ssme time. 6t~'i '. 
ratepayers viii beriefit troD th~ substantial cOrittibutiori towards 
the fixed costs of the opetating system provided by this sale. 

SUMMARY 

The sePI contract is similar in form to the contrAct between PG&E 
and Chevton approved by the C6mmissiofi. in Resolution G-i6a4 On 
June 5, 1986. The cofitiact is based On the proposed rate design 
principles outlined in Decision No. 86-03-051. : 
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Service (or Scpi is being "unbundled." with SCPI haTing the 
flexibility to determine vhether it vants to purchase 8a8 from the 
utility or enter into transportation of its Own ga8, The 
specific components of the COntract are 8S follOwst 

o 

SCPI viII pay a fixed customer/demand charg~ of 
$206.833.33 per month. This charge reflects SePI's 
contribution towards PG&E's {ixed costs of providing 
sales and/or transportstion service. This chatge equals 
approximatelJ $.40 per decathera. 

By payment of the customer/de.aod charge. SePI msytake 
8ny co~bination of ~~les and/or transportatl~n ser~ic~ 
up to 517,083 decatherms per .Onth. PG&E vill off~t 
to sell gas at the California border based on alor.ula 
equating the price of gas to the cost~ associated.vith 
SCPI burning lease crude oil. Gas viII be transp6rt~d 
lor SCPI at no additiOnal charge except when that 8as is 
produced vithin the State of California in Whith ta.~an 
additional $.34 per detather. gathering ch8r8~ applies, 

o For volumes aboYe 517,083 decatherms pet aonth, the 
monthly demand chatge vill be increased by an additional 
$.40 pet decatherm • 

PG&E intends to purchase gas tor SCPI pursuant to paragraph 4 ' 
of Sched~le ~ of the April I, 1986 amending agreement to the g •• 
sales contract betveen Alberta and Southern Gas Co'. Ltd. -and 
Patific Cas Transmission Company. The, price of this_i~cremerit~l 
gas supply at the California border viII be such that the ' 
delivered price to sePI will be tompetitive vith the price of 
crude oil. PG&E vill earn $.02 per decatherm to cOver the 
administr~tive costs of securing the contract vOlumes. 

As stated above I the contract -employs an indexing mechanism to 
ensure that the ptic~ of gas viII be competitive vith iheto~ts . 
associat'd with u*1ng lease crude Oil as An alternativeiriel, .~d 
as such is ba*ed on tonfide~tial o~etating cost infOrmatiOn:
provided by SePI. Since operating cost~ Vary. not only fto. 
0~er8tor to operator but froD field to field. PG&E states that .. 
public release of this cost intotmation vould disadvantage SCPI's 
competitive POSition with other EOR/refinery operators. 

PG&E and SCPI request that the specific pricing provisions set 
forth in paragraph 2d of this contract be kept contid~ntlal. 
Therefore. PG&E proposes that the original agreement enclosedvith 
this filing viiI be the onlJ copy to contain paragraph 2d. and 
PG&E requests that the contents of ~aragraph 2d be kept 
confidential in accordance vith Public Utilities Code Section 
583. In all other copies paragraph 2d vill be deleted • 
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Dlscu~dION 

As noted above, this proposed contract is si.tlat in fota to the 
contract between PG&E and Chevron. apprOved bJ the C6 •• 18siOn. in 
Resolution G-~6&4 on June 5. lt~6. Th~te ij. hov~yer. a 
significant diflerence. that is. PG&E requests that the specific 
pricing provisions ~e kept confidential. in accotdance with PUC 
Code Section 583. This request for conlidentiality was .ede . 
recently by another California utility for a special tate schedule 
for non-residential custo.ers. In that instance, the ComaijsiOn 
disallowed the eonfidenti~l tteat.ebt of the rate. (ResOlution 
G-2669. Dated April 2. 1~86.) . 

Additionally. the Public Stall Division has stated its objections 
to confidential treatment Of current PG&E Rate Schedules G-84 and 
G-85. by tiling a .otton dated K~J lS~ 1~86 in Ap.lic~ti~~· . 
86-03-058 et al. tb revoke th& c6nt!dential statu •• ' The Le8~1 
Division has al~o cautioned the jtaft 01 the E&C DiVision that the 
confidentiality ~f rate. ~6uld be unlawful undei Sections 4~3. 
459 and 1702 of the P.U~ Code. 

TheretOte, we will reject PG&E's re.~~st to maintain the rat's 
under this contract agreesent as confidentiai. 

PROTESTS 

PUBLIC NOTICE 

Public notification of this filing has been made by sailing copies 
of the Advice Letter to other utilities, governmental Agencies, 
and to all interested paTties who requested them. inciuding the 
parties of Record in ApplicatiOn 86-03-030 (Spring i986 CAM). 

FINDINGS 

1. The enhanced oil recovery 8arket currently represent the 
largest new market fOr Datural gas in Galifornia. 

2. The rapidtecent decline i~ world 611 p~ites and cr~de oil. 
prices have made it economic tot SCPI to switch from gas to crude 
oil. 

~. It i$ reas06able fo~ PG&~ to provide ~ervlce to st~1 undei 
this cOntract to maintain sales at competitive natural gas 
prices. 

4. The potential l6ss ot load by PG&E could result in increased 
revenue requirem6nts being piaced on higher priority Custoaers. 
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S. Spetial condition 2.e. of th~ tontrect, 8S it pertains to 
confidential tteat_ent of the fate, viII not be aade a part 6f the 
agreement with sept. 
THEREFORE, 

I. Under the provisions of Public Utilities Code Sections 454 
and 532. Pacific Gas erid Electric CompanJ is authorized to enter 
into a contract with Shell Calilornia Production. Int •• lor the 
sale Or transport 01. Datural gas subject to the teras set forth in 
this advice letter and the cOntract submitted with the advice 
letter. 

2. T~e confidential treatment provision vilt be deleted iro. 
SpeCial C6nditibn 2.e. of the contr!ct. 

~. P~clflt ~as and Electiic CbmpsfiJ shall take ail reaso~8ble 
actions necessary to ensure that the g8S. both spot a~d sJste. 
supplies,. whiCh it pu~ch8ses thtough the Alberta' and Souther,D Gbs 
Co. Ltd. and Pacific Gas ,Transmission sJsteas is, on the average 
marketable to Shell California Ptoduttion 10c. 

4. Pacific Gas iind Electric Company vill be tequired to furn'ish 
data to establish th4 volumes and prices used tot this con~ract~ -
PG&E is required to furnish thec66tributiofi to margin fro~ this 
contract quarterly. beginning 30-dsys after the first three m6nths 
of operation to the ExecutiYe Director of this Commission. 

5. The above advice ietter and contract form shall be marked to 
sho~ that they ~ete auth~rlzed fot tiiirig by Comml~s160 . 
Resolution G-2688, to be effective on and after August 11, 1986. 

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

7. This Resolution is effective today. 

I certify that this Resolution was ~dopted by the Pubiic 
Commission on August 6, 1986. The follOWing Commissions 

Ut'i1't ti~s 
approved 

it: £!$ ~':;;: ;, . Iii,. 

Executive 


