A.10-12-006 Southern California Gas Company 2012 TY GRC
TURN Data Request to SCG
Data Request Number: TURN-SCG-28

(NTP&S)
Date Sent: August 17, 2011
Date Due: August 31, 2011

Please provide the name of the witness/responder. 

For any questions requesting numerical recorded data, please provide all responses in working excel spreadsheet format if so available.

For any question requesting documents, please interpret the term broadly to include any and all hard copy or electronic documents or records in SCG’s possession.

1. At page RCL-2 to RCL-4, SCG describes the proposed revenue sharing for existing NTP&S.  

a. Please describe in detail the currently-existing ratemaking treatment for existing NTP&S costs and revenues.  For example, are any NTP&S costs or revenues subject to ratemaking all NTP&S costs and revenues included in a test year forecast for GRC purposes

b. Please describe in detail why SCG selected the 90/10 gross revenue sharing ratio adopted in D.99-09-070 rather than the 70/30 sharing ratio adopted in that decision.  In particular, please explain in detail how SCG determined that the factors that led to the 70/30 sharing ratio for some of SCE’s NTP&S do not warrant use of the same ratio for any of SCG’s new or expanded NTP&S. 

c. Please provide a copy of all documents associated with SCG’s analysis of different revenue sharing ratios considered in the process of developing its proposed 90/10 gross revenue sharing ratio.

2. When did SCG first develop its proposal for a 90/10 gross revenue sharing ratio for existing NTP&S?  Please describe in detail each step of the process from the initial development of this proposal to the determination that SCG would include the proposal in this GRC, including the name and job title of each person involved with each step, the approximate date for each step, and the name and job title of each person within SCG who reviewed or approved the proposal at each step of its development. Please also provide a copy of all documents associated with the SCG review and approval of the 90/10 gross revenue sharing ratio for existing NTP&S.  

3. At page RCL-3, SCG states, “It is appropriate to exclude existing forecasted NTP&S revenues from the new sharing mechanism because the incentive should be structured to induce incremental activity by the utility that causes incremental revenue from existing NTP&S.”  

a. Please define “incremental activity” as used in the testimony.

b. Please define “incremental revenue” as used in the testimony.

4. At page RCL-3, SCG states, “it is appropriate to award 90% of the benefit to shareholders because they bear the risk that the revenues, after ratepayers 10% share is taken, are insufficient to cover the incremental costs incurred by the utility to offer the service.”

a. Please define “incremental cost” as used in the testimony. In particular, please explain how utility overheads and other common or general costs would be treated in the calculation of such incremental costs.

b. For the existing NTP&S offered in 2009 and 2010, please state the amount of “incremental cost” the utility incurred to offer each service in that year.

c. For the existing NTP&S forecast for 2012, please state the forecast of the amount of “incremental cost” the utility expects to incur to offer each service in that year.

5. At page RCL-3, SCG describes the proposed sharing mechanism for existing services as giving the utility the incentive “to maintain, at a minimum the current level of revenues from these existing NTP&S, because the utility is at risk for any decrease in these revenues below that forecast in TY 2012.”  

a. Does SCG agree that under the existing ratemaking treatment of NTP&S revenues the utility faces a risk of any decrease in recorded revenues from existing services below the level forecast in TY 2012?  

b. Please explain how the risk to the utility, as described in SCG’s testimony, is different under its proposed sharing mechanism for existing services as compared to the existing ratemaking treatment for the forecast of NTP&S revenues from existing services.

c. Please provide a copy of any analysis or other support that SCG relied upon for the assertion that “it is appropriate to award 10% of the benefit to ratepayers.”  RCL-3, lines 18-19.  

d. Please describe in detail the analysis that led SCG to conclude that the protection from downside risk and benefit from incremental dollars under its proposed sharing mechanism for existing NTP&S would be different than was the case for SCE when the Commission adopted a 30% share of gross revenues for ratepayers for many of SCE’s NTP&S.

6. At RCL-3, lines 26-27, SCG states that NTP&S that are currently authorized but did not record any revenues in 2009 are not included in the TY 2012 Misc. Revenues forecast.

a. Please provide SCG’s recorded costs and revenues for 2010 for each NTP&S that is currently authorized but did not record any revenues in 2009.

b. Please provide SCG’s most recent forecast of costs and revenues for 2011 and 2012 for each NTP&S that is currently authorized but did not record any revenues in 2009.  

c. Please provide the amount of costs and revenues recorded to date for pipeline services in 2011, as those services are described in Exhibit 32, p. 4.  
d. On January 1, 2009, what was the amount of costs and revenues forecasted for pipeline services in 2009?

e. On January 1, 2010, what was the amount of costs and revenues forecasted for pipeline services in 2010?

f. On January 1, 2011, what was the amount of costs and revenues forecasted for pipeline services in 2011?

7. At RCL-3 to RCL-4, SCG describes a revenue sharing mechanism that would apply to new non-tariffed products and services that do not require significant additional shareholder expenditure.  

a. When did SCG first develop its proposal for the gross revenue sharing ratio for new non-tariffed products and services that do not require significant additional shareholder expenditure?  

b. Please describe in detail each step of the process from the initial development of this proposal to the determination that SCG would include the proposal in this GRC, including the name and job title of each person involved with each step, the approximate date for each step, and the name and job title of each person within SCG who reviewed or approved the proposal at each step of its development. 

c. Please also provide a copy of all documents associated with the SCG review and approval of the revenue sharing mechanism that would apply to new non-tariffed products and services that do not require significant additional shareholder expenditure. 

8. At RCL-4, lines 1-2, SCG states that where less than 50% of the total utility cost to offer the services are incremental costs borne by shareholders, the NTP&S should be defined as not having significant incremental shareholder expenditures and subject to the 90/10 gross revenue sharing.

a. Would the total utility cost used for the purpose of determining whether a NTP&S does not have significant incremental shareholder expenditures be calculated as a forecast or a recorded cost basis?  Please explain in detail how this would work, including but not limited to whether such total utility cost forecast would be included in the advice letter proposing the new NTP&S and how SCG proposes that the Commission determine the reasonableness of the forecast.  

b. Would the incremental costs borne by shareholders for the purpose of determining whether a NTP&S does not have significant incremental shareholder expenditures be on a forecast or a recorded cost basis?  Please explain in detail how this would work, including but not limited to whether such total utility cost forecast would be included in the advice letter proposing the new NTP&S and how SCG proposes that the Commission determine the reasonableness of the forecast.

c. Please describe the process or analysis by which SCG considered any gross revenue sharing ratio other than 90/10 for such new non-tariffed products and services that do not require significant additional shareholder expenditure, and explain in detail each reason for SCG’s determination that the 90/10 ratio is preferable to other ratios.  Please provide all documentation supporting this process or analysis SCG performed in preparation of its GRC testimony.

d. Please describe the process or analysis by which SCG considered anything other than 50% of incremental costs as the trigger or threshold for such new non-tariffed products and services that do not require significant additional shareholder expenditure being subject to the 90/10 gross revenue sharing.  Please also explain in detail each reason for SCG’s determination that the 50% of incremental costs is preferable to other potential triggers or thresholds such as a fixed level of shareholder investment.  Please provide all documentation supporting this process or analysis SCG performed in preparation of its GRC testimony.

9. At RCL-4 to RCL-5, SCG describes a revenue sharing mechanism that would apply to new non-tariffed products and services that require significant additional shareholder expenditure.  

a. When did SCG first develop its proposal for the gross revenue sharing ratio for new non-tariffed products and services that require significant additional shareholder expenditure?  

b. Please describe in detail each step of the process from the initial development of this proposal to the determination that SCG would include the proposal in this GRC, including the name and job title of each person involved with each step, the approximate date for each step, and the name and job title of each person within SCG who reviewed or approved the proposal at each step of its development. 

c. Please also provide a copy of all documents associated with the SCG review and approval of the revenue sharing mechanism that would apply to new non-tariffed products and services that require significant additional shareholder expenditure. 

10. At RCL-4 to -5, SCG states that where more than 50% of the total utility cost to offer the services are incremental costs borne by shareholders, the NTP&S should be defined as having significant incremental shareholder expenditures and subject to the 50/50 sharing of after-tax net earnings above a rate of return benchmark.  

a. Please describe the process or analysis by which SCG considered any net  revenue sharing ratio other than 50/50 for such new non-tariffed products and services that require significant additional shareholder expenditure, and explain in detail each reason for SCG’s determination that the 50/50 ratio is preferable to other ratios.  Please provide all documentation supporting this process or analysis SCG performed in preparation of its GRC testimony.

b. To SCG’s knowledge, has the Commission ever adopted a 50/50 sharing of after-tax net earnings above a rate of return benchmark for part or all of any other utility’s non-tariffed products and services?  If so, please identify with specificity each instance where the Commission has adopted such a net earnings sharing mechanism, including a citation to the decision or resolution adopting that mechanism, and briefly describe SCG’s understanding of that mechanism.

11. RCL-3, lines 9-14 refer to the risks borne by either shareholders or ratepayers.  

a. The testimony states, “ratepayers are protected from any downside risk.”  Please describe in detail the “downside risk” that SCG is referring to here.  In particular, please explain whether the “downside risk” is purely financial, or if it also includes the risk of diversion of management attention and other non-financial risks.  

b. How is the risk of incremental cost recovery for the incremental costs incurred by the utility in providing NTP&S different than the risk of incremental cost recovery for other non-NTP&S activities covered by the GRC?  Please explain your answer in detail.

c. Is the risk of incremental cost recovery for the incremental costs incurred by the utility in providing NTP&S different for capital costs rather than expenses? Please explain your answer in detail.

12. For each item designated “NTP&S subject to sharing mechanism” in the workpapers for SCG-33, please identify the corresponding item in the attachment to SCG-33. Please also explain in detail any difference in the 2009 recorded figure presented in each document.

13. Are any of the items identified in the attachment to SCG-33 that are not going to be treated as existing NTP&S under SCG’s proposal for NTP&S in this GRC?  If so, please identify each such item and briefly explain why it is not going to be treated as existing NTP&S.  

14. For each NTP&S described in SCG’s 2009 and 2010 annual reports, please identify where the NTP&S appears in the Attachment to SCG-33 and the workpapers to SCG-33, and state whether the product or service will be subject to proposed revenue sharing for “existing” NTP&S. 

15. Please describe in detail the “accounting safeguards” referred to on page 1, line 22 of SCG-33.  Please also identify where in SCG’s GRC testimony or workpapers these “accounting safeguards” are described.

16. For each “existing” NTP&S, please provide the recorded costs in 2009 and 2010,  and the forecasted costs for 2011 and 2012.  If these figures appear anywhere in SCG’s testimony or workpapers, please provide the cite to the figures. 

17. Please describe in detail Mr. Lane’s involvement in the development, review or approval of NTP&S in each of the positions he has held since joining the Sempra Energy family of companies in April of 2007.

18. Please describe in detail Mr. Lane’s involvement in the development, review or approval of products or services offered through affiliates of SoCalGas or SDG&E that would be subject to the affiliate transaction rules in each of the positions he has held since joining the Sempra Energy family of companies in April of 2007.

19. Please provide an organizational chart that indicates the person to whom Mr. Lane directly reports and the chain of command upward to the Senior Vice President level, identifying each level of management between Mr. Lane’s level and the Senior Vice President level within the utility. 
20. Please identify and describe in detail each opportunity for offering non-tariffed products and services that SCG considered but chose not to pursue from 2005 to the present, and the most significant reasons behind SCG’s decision not to pursue the NTP&S. If it would be unduly burdensome to identify each such opportunity, please identify for each year the five opportunities that SCG believes would have provided the greatest amount of gross revenues.
21. Please describe the accounting policies and procedures that PG&E presently has in place to ensure that incremental costs associated with providing non-tariffed products and services subject to the net revenue sharing mechanism are not charged to ratepayers.
22. Has the Commission audited SCG’s accounting policies and procedures associated with its non-tariffed products and services net revenue sharing mechanism at any time?  If so, please describe the date of each such audit and the length of time devoted to the audit, and provide a copy of the written report from each such audit.
23. Please explain in detail how SCG proposes to ensure its employees involved with non-tariffed products and services understand how to identify and record costs as “incremental costs” associated with those products and services.  Please include in the response all written communications provided to employees regarding “incremental costs” and non-tariffed products and services.    
24. At SCG-33, p. 5, SCG describes its proposal for treating capital investment as an incremental cost for non-tariffed products and services.

a. Would capital investment SCG makes to provide non-tariffed products and services be treated as plant in service for ratemaking purposes?  If the response is anything other than an unqualified affirmative, please explain it in detail.  

b. Would capital investment SCG makes to provide non-tariffed products and services be included in the utility’s rate base for ratemaking purposes?  If the response is anything other than an unqualified affirmative, please explain it in detail.  

c. Assume that SCG makes a capital investment in order to provide a non-tariffed product or service, and the investment has an expected service life of twenty years for depreciation purposes.  Further assume that after five years SCG stops providing the non-tariffed product or service that required the capital investment, and the investment is not necessary to provide utility service or any other non-tariffed product or service.  How would SCG propose to treat the unamortized capital investment under these circumstances?
