SOUTHERN CALIFORNIA GAS COMPANY

APPLICATION TO AMEND ITS CERTIFICATE OF PUBLIC CONVENIENCE & NECESSITY OF THE ALISO CANYON GAS STORAGE FACILITY

(A.09-09-020)

(2nd DATA REQUEST FROM TURN)
______________________________________________________________________


QUESTION 1:

The response to TURN DR 1-6 does not include the total procurement cost estimate.  Please provide the total procurement cost estimate broken down into major plant equipment, labor, materials, overheads, related fees, contingency, and AFUDC, and reconcile the cost groups to the response to TURN DR 1-6 (e.g., identifying inflation, etc.) 

RESPONSE 1:

The response to TURN DR 1-6 was formulated to breakdown costs associated with those in the Aliso Project Design and Description (see Appendix A to the Application at pages 32-33) that represented the EPC costs from the pre-engineering (feasibility study) estimates escalated as appropriate to reflect total project spending.  The feasibility study cost breakdown from the consultants by account number is attached.  The project costs in the Project Design and Description was developed from the attached estimate and represents a more traditional form of showing engineering, procurement, and construction costs.  TURN DR 1-6 was answered by a further itemization of the costs from the Project Design and Description.  As can be seen from the attached file, in 2008 dollars, the mark-ups are:
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Insurance 
1%


Sales Tax
8.25%


Bonds

0.5%


Freight
8.0% of equipment and materials


Spares
1.5% of equipment


Fee

10% of all costs

Also, as indicated in TURN DR 1-6, the dollars are not escalated and are taken directly from the feasibility study attachment.  Escalation from the 2008 dollars in the Project Design and Description is calculated by laying out the cash flow in 2008 dollars over the 30 month EPC schedule.  Then, based on the year that a particular cost was incurred, it was escalated to reflect spending in that year.  Therefore, the $153.2 million in 2008 escalates to $163.9 million in total spending, an average escalation of 7%.
QUESTION 2:

Regarding salvage and cost of removal of the old plant:

a. Please identify the gross salvage, cost of removal, and negative net salvage of the existing system (divided into Accounts 351 and 354) that are contained in SoCal’s capital cost estimate.  

b. Identify the amount of cost of removal assigned to each cost element in the construction category of the EPC contract and all other fees and overheads in Question 1-6 and by broader categories in Question 2-1.  

c. Explain the methodology SoCal proposes to use to divide the costs of this facility between costs of removal and new capital costs 
RESPONSE 2:

The procedure to be used to dismantle the existing Turbine Driven Centrifugal Compressors (“TDCs”) is in the Project Design and Description at page 12.  Due to its age and condition, it would be speculative to estimate if anyone will bid on purchasing the existing equipment.  Also, the demolition item in the feasibility estimate and account #01 in the previously attached spread sheet does not relate to the existing TDC area but is for the proposed plant area (i.e., culverts, drains, misc. piping etc.).

Any of the unsold equipment and material remaining (e.g., pipe, steel, supports, etc.) removed will be offered for salvage sale.  Since we don’t know what the ultimate disposition of these items will be, it is inappropriate to estimate costs/revenue at this time.
Also, it is important to note that customers have already contributed toward paying the cost of removal of the existing compressor in current rates (an estimate of these net costs have already been included in existing rates and charged to customers as part of the negative salvage embedded in the composite depreciation rates for FERC accounts 351 and 354).  In addition, customers have also received some of the benefits of any salvage sales associated with the existing compressors when they are removed from service.
Finally, the cost of removal of the existing assets will be tracked separately in construction work orders.  Likewise, the cost of the new equipment and installation will also be tracked in separate construction work orders.   

QUESTION 3:

Please explain why there are $13.92 million in contractor fees and $4.74 million in additional construction management costs.  Explain what value is being added by the construction management services; the basis for quantifying these amounts, and identify who will provide them (SoCal staff, a different contractor, etc.)

RESPONSE 3:

As discussed in the Project Design and Description (at page 34) a third party construction management team will be contracted to oversee costs, schedule, and progress and inform SoCalGas of any pending problems and develop a strategy to rectify.  Depending on the final details of the EPC contract, the scope of the construction manager’s responsibility will vary.  The reference to a construction manager in the EPC feasibility study is an estimate of an activity not a commitment to the EPC contractor. The contractor’s fee is 10% of all costs (see TURN DR 2-1).
QUESTION 4:
Please provide a complete work plan showing estimated major timelines during the construction process.

RESPONSE 4:

A detailed summary schedule layout is attached, with activities delineated during the 30-month EPC schedule 
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QUESTION 5:
Please explain why earthwork and concrete expenses of $20 million are required given that SoCal is working with an existing site.  
RESPONSE 5:

The existing site, Photo 1 below, contains the administrative and operation offices, parking and equipment.  As part of the feasibility study, a preliminary geotechnical study indicated that the area considered for the new facility was not engineered fill.  Thus, the existing soil down to bedrock must be removed with a portion reengineered and compacted at the new site to withstand the weight and seismic load of the new equipment.  When removing the soil, the existing slope ratio on the north side of the plot cannot be maintained.  A retaining wall must be constructed to separate the existing slope from the new plant site, as shown in Photo 2.  The cost sheet in response to TURN DR 2-1, including account numbers 03 and 04, shows the cost of the soil excavation and retaining wall.
Photo 1 – Existing Plant Site – New Compressors to be located here.
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Photo 2 – Artist Rendition of the new compressor station with retaining wall (This is Figure 6 from page 14 of the Project Description).
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QUESTION 6:
What is the basis of $5.58 million in freight expenses?  Provide a further breakdown and identify specific items to which the freight costs apply.
RESPONSE 6:

As referenced in TURN DR 2-1, at the feasibility level, freight is estimated at 8% of equipment and material.  This is directly from the feasibility cost estimate account number 22 and is not escalated.
QUESTION 7:
Please identify the amount of contingency requested for this project.  Identify the percentages of contingency applied to major plant equipment (each element if different), construction labor, construction materials, and fees (by type if there are differences).

RESPONSE 7:

There is no contingency represented for this project either as a line item, nor applied to any other element of the cost categories.
QUESTION 8:
Please provide workpapers supporting the 1.21% property tax rate that is assumed.

RESPONSE 8:

See attached file.
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Tax Rates - SBE

		SCHEDULE E

		SOUTHERN CALIFORNIA GAS COMPANY

		2008-2009 EFFECTIVE TAX RATE

		TAX & TAX RATE BY COUNTY

		VALUES AS ASSESSED BY THE STATE BOARD OF EQUALIZATION

		County

		Code		County		Assessed Value		Tax Rate		Total Tax Bill

		10		Fresno		19,163,594		1.2362259%		236,905.32

		13		Imperial		29,224,837		1.3945999%		407,569.56

		15		Kern		126,337,990		1.3528531%		1,709,167.46

		16		Kings		26,933,480		1.1714863%		315,522.02

		19		Los Angeles		1,504,797,144		1.1824279%		17,793,141.18

		30		Orange		347,992,145		1.1416839%		3,972,970.12

		33		Riverside		403,412,806		1.3699548%		5,526,572.94

		34		Sacramento		5,884		1.3266485%		78.06

		36		San Bernardino		296,468,539		1.1950231%		3,542,867.61

		37		San Diego		14,988,384		1.2485900%		187,143.46

		38		San Francisco		12,853		1.1629970%		149.48

		40		San Luis Obispo		59,229,273		1.0462500%		619,686.26

		42		Santa Barbara		169,424,194		1.1178879%		1,893,972.54

		54		Tulare		83,455,532		1.1810505%		985,652.00

		56		Ventura		141,871,605		1.2789275%		1,814,434.92

				Totals		3,223,318,260		1.2101142%		39,005,832.93
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P R O P R I E T A R Y  &  C O N F I D E N T I A L  


T h e  i n f o r m a t i o n  c o n ta in e d  h e r e in  i s  i n t e n d e d  f o r  u s e  s o l e l y  b y  
C l i e n t  a n d / o r  o t h e r  p a r t i e s  e x p r e s s l y  a u t h o r i z e d  in  w r i t i n g  b y  
W a s h i n g t o n  G r o u p  I n te r n a t i o n a l .   T h e  in f o r m a t io n  c o n t a i n e d  
h e r e in  s h a l l  n o t  b e  d i s c l o s e d  to  a n y  th i r d  p a r t ie s  w i t h o u t  t h e  p r i o r  
w r i t t e n  c o n s e n t  o f  W a s h in g to n  G r o u p  I n t e r n a t i o n a l .  
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CLIENT: Southern California Gas Company
PROJECT: Aliso Canyon Turbine Replacement DATE: 22-Oct-08


LOCATION: Northridge, CA PREPARED BY: ADC, WLG
JOB NO.: 29373-003 UNION LABOR
REV NO.: 0 PRODUCTIVITY FACTOR: 1.15


SPECIAL CASE 4A ( ISBL+OSBL) SUMMARY SHEET "DFC" COMPOSITE WAGE RATE: 106.00
DIRECT HIRE = 1; S/C = 2 2


ACCT DESCRIPTION WORKHOURS LABOR MATERIAL SUBS TOTAL


01 DEMOLITION 2,721 $288,426 $7,221 $295,647
02 IMPROVEMENTS TO SITE 13,418 $1,422,308 $922,589 $2,344,897
03 EARTHWORK 91,103 $9,656,894 $1,070,162 $10,727,056
04 CONCRETE 102,937 $10,911,316 $2,118,887 $13,030,203
05 STRUCTURES 5,581 $591,569 $888,253 $1,479,822
06 PERMANENT PLANT EQUIPMENT 38,818 $4,114,662 $50,875,745 $54,990,407
11 PIPING BULKS 56,361 $5,974,251 $3,624,648 $9,598,899
12 ELECTRICAL BULKS 42,269 $4,480,544 $6,774,747 $11,255,291
13 INSTRUMENT BULKS 5,326 $564,561 $1,972,946 $2,537,507
14 PAINTING / COATING / LINING 962 $101,945 $13,433 $115,378
15 INSULATION 798 $84,637 $17,272 $101,909
16 BUILDINGS 2,406 $255,078 $465,918 $720,995
21 SPARE PARTS (Warehouse) $981,402 $981,402


DIRECT FIELD COST 362,700 $38,446,191 $69,733,222 $108,179,412 2.13


31 WGI CONSTRUCTION MANAGEMENT $4,737,828
32 S/C SUPPORT SERVICES INCL
33 TEMPORARY FACILITIES INCL
41 CONSTRUCTION EQUIPMENT INCL
42 SMALL TOOLS/CONSUMABLES INCL
51 STARTUP, TESTING AND TRAINING INCL
49 TEMPORARY LIVING FACILITY NOT INCLUDED


INDIRECT FIELD COST $4,737,828
TOTAL FIELD COST 362,700 $38,446,191 $69,733,222 $112,917,240 2.22


61 ENGINEERING (HOME OFFICE) - 8% OF TIC 8% $12,253,500
SUBCONTRACT ENGINEERING  PLC PROGRAMMING $161,146
TOTAL HOME OFFICE
TOTAL FIELD AND HOME OFFICE $125,331,890 2.46


71 INSURANCE (CGL) 1% on Total Installed Cost (TIC) $1,531,700
71 BONDS 0.5% on Craft Labor, Non-Equip Mat'l & S/C $286,500
71 TAXES 8.25% on Equip & Mat'l $5,753,000


32.02 CRAFT PREMIUM PAY None None
22 FREIGHT 8% on Equip & Mat'l $5,578,700
94 ESCALATION By Southern California Gas Company -


OPERATIONAL SPARES 1.5% on Equipment costs $763,100
SUBTOTAL $139,244,890 2.74


99 CONTRACTOR FEES 10.0% $13,924,148
SUBTOTAL $153,169,038


OWNER'S COST By Southern California Gas Company
TOTAL w/o ESCALATION $153,169,038 3.01
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