
j '. -

" 

• 

• 

• 

E-8·· 

PUBLIC UTILITIES COHHISSION OF THE STATR OF CALIFORNIA 

EYALUTION & COMPLIANCE DIYISION 
EnerQY Branch 

RESOLUTION 

RESOLUTION G-2110 
Decellber 22. 1986 

PACIFIC GAS & ELECTRIC COMPANY (PG&E). ORDER AUTHORIZING 
EXTENSION OF SPECIAL CONTRACT WITH CHEVRON USA FOR PURCHASE 
AND SALE OF NATURAL GAS. 

BACKGROUND 

1. . By Ad~it~ Lett~r No. 13Q6-C, Fil~d No~e~b~r 24, 1986 PG&E . 
proposes to extend an ~xisting sale/ttansportation contract with 
Chevron until the implementatiOn of nev Tates resulting troB the 
CommissiOn's gas-industry-restructuring investigation 011 
86-06-005 and OIR 86-06-006 or until June 30. 1981. whichevet 
occurs first. 

2. By Advice Letter No. 1359-G and Resolution G-26Q4 dat~d 
June 5, 1986 the COmmission approved a contract betveen PG8E and 
Chevron U.S.A •• Inc. (Chevron) fot the tetail sale and/of 
transportation of natural gas for Chevron l s,Richmond refinery.' By 
Advice Letter NO. 1368-G and ResOlution G-2692 dated August 20, 
1984, the COmmission extended the contract for one month ftom 
November 30. 1986 tQ December 31. 1986. 

3. PG&E has tiled supplemental Agreement No. 2 vith Advice 
Letter No. 1386-G to modify and amend the Chevron cOntract 
~pproved by R's6lution G-2684. tn Addition to the time ext~ft'i6~, 
this Resolutiori vill in~lude three amendment conditions which vill 
be effective January 1. 1981. 

ANALYSIS 

1. Under the existin~ contract, seivice to Chevtori i$ 
"unbundled", with Chevron having the flexibility to choose vhe~her 
it vants to purchase gas from PG&E or tr~nsport its own gas. The. 
contract allovsfor a stable. cost~justified contribution towards 
the fixed costs of providing service to Chevron, vhile at ~he same 
time directly communicating to Chevron the wellhead cost of gas. 

2. This Resolution will amend the eiisting c~ntt.tt t~e~tend 
the expiratiOn date from December 31. 1986 to Hay 31. 1981. 
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This mafbe te~cinded bl a future decision in the Com.Ission's 011 
86-06-005 or OIR 86-06-006 at eny ti.e during the extension 
period. These proceedings are part of the Commission's &88-
industry-restructuring investigation and interim decisions vet~ 
approved by the Commission on December 3. J986. 

3. This Resolution vill also institute a flat-fee customer 
chatge of $3500 per m6nth payable byCh~vton.The eustome~ 
charge vas introduced in Decision 86-10-032 by Schedule G-DC and 
this ij merel) a uniform application 6f the charge. In addit.6n , 
the tvo-tier system of demand ch~rges vili be eliminated and in 
its place vill be a tatcheted. lixed-rate demand charge of 6.0 
cents per thera. applied to all gas delivered under this 
agreement. 

4. The minimum billed demand charge in aoy month shall be the 
highest historical de~and chaige incuired jinte tOmmence~.nt Of 
this to~tract amendment. This amendment to~ether vith th~ 
original contract vill allow PG&Eto meet Chevron's price 
Objectives. Any furchases by PG&E fot Che~t~n vill be'st a cost' I 
no less than PG&E s average ~ost at the California border of all 
spot and Canadian discOunt gas purchases. 

5. PG&E h~s negOtiated with Che~ton to rea~h cootiact ter~s. 
including the amendmentS herewith addressed. ~hich ate acceptable 
to the parties involved. The amended COntract terms are presented 
here for Commission approval. 

6. A protest was reteived by the CommiSsion frOm the Caiilornia 
Gas Producers Association (CGPA) opposing the 3.4 cents per therm 
additional charge fot the ti~nsportatiOn of Chevron gas ptoduced 
vithinthe State of California. CGPA states that: 

The inclusion of this additional chaige ts whoily 
unw~ri8rited under the "actual deliv6ted cost"t~rms 
of the California Gas Policy Act. effective '~8nu8rJl. 
1986j The additiOnal chatge i~·al~o ~njujtified .~~ 
matter of California ~ut "s~que~tlng" policy~ rt is 
also unsuppOrted by any probative evidence and beyond 
the scope of any previous Commission decision. 

The California gas producers ask that theCo.mission 
require the striking of Paragraph B.2.e. ftom the 
proposed PG&E-Chevton Supplemental Agieement No. 2 as 
requested on PG&E1s Advice Letter No. 1386-G. 

7. Public notificatiOn 01 this filing he' been gade~J ~8ilin~ 
copies of the advice letter to Othei utilities. goyern.ental 
agencies, and to all inteiested parties who requested them. 
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FINDINGS 

1. PG&E and Chevron have entered the existing aareeaent In order 
to preserve Chevron 8S a viable customer in light ot the currently 
unstable price of 61i. 

2. The result of the loss of this customer, absent such special 
agreement, would be increased tevenue requirements from the losses 
on higher priority customers. 

3. The original contract together with Supplemental Agt~e.ent 
No.2 should be extended to Hay ~l, 1987 unless earlier cancelled 
or otherwise modttted by further order of this COmmission. 

4. The COmmissiOn has Already determined, by Re~oluti6ri N~. 
G-2684, that it is reasonable fot PG&E to provide service under 
this special short-term cOntract to maintain competitive natural 
gas prices, while the Commission considers the appropriate long
term gas rate design for PG&E customers. Approval of these 
proposed amendments will in nO way alter this reasonableness. 

5. The Commission has previously con~ldeted the protest ot~he 
California Gas Producers AssociatiOn with regard to the 3.4 cents 
per therm gathering charge. In DeCision 86-04-051. dated 
April 16, 1986 (Application 85-09-062-Pacific Gas & Electric 
Company) the Commission in finding of Fact Number 13. states that 
the ~4. cents per HKBtu (~.4 cents per therm)katheting cost 
currently used by PG&E is reasonable and should be used in 
sequencing California gas, We will therefore allow the charge to 
stand as stipulated in the PG&E/Chevron contract. 

6. This filing 6f ame~dment~ to the previousl,· approved agre'- . 
ment will not increase aoy rate or charge, cause the vithdrawal of 
service not conflict with other schedules or rules. Therefore, 
approval should be granted to become effective on January I, i981. 

7. In al~ other respects not noted above, the original Agree~ent 
between PG&E and Chevron, as submitted by Advice Letter No. 1359-G 
and approved by Commission Resolution No. G-2684. remains in full 
force and effect. 

THEREFORE: 

1. Under the prOV1S10ns o£ Publit Utilities Code Sections 490 
~nd S~~, Pacific Gas Bnd Electric Compeny is authori~ed to ~evise 
Section 1 of its gas service agreement with Chevron U.S.A. Inc., 
to delet~ the phtsset "term ending December 31, ~9a6.n attd to 
substitute in its placet "term ending Hay 31, 1987," plus the 
term "unless earlier cancelled or otherwise modified by further 
order of this Comm~ssion". 
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~. The authoriz&~lO~ tt&rited heteln vill be 8ubjett ~o &n7 
ch&nge or .odtfication tesuttinQ lrOM the CommissiOn edoptinQ 
lurther its Finel Order in OIR 86-06-606. 

3. Advite Ljtter No. l~86-G and re~istOn to th~ 8~ •• etvice 
*gteement shall be mark.d to show that they were auth~rized for 
filing by CommissiOn Resolution No. G-2710. 

4. This Resolution shaii be served on all partie8t~ the 
Commission's ongoing Gas Long-Term Rate Design proeeedin8 in 
1.84-04-079. 

5 This ResolutiOn is eflecti~. 8S ~fJanu8ry 1, 1~$7. whic~ 
constitutes regular statutory notice.-

I certify this Reso."t-ution vaS adopted by the Public Utiiities 
ComliissiOn Oil December 22. 1986. The foliowing COmmissioners 
approved itz 

.. , 
Executive Ditettot 
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