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PREPARED REBUTTAL TESTIMONY OF 1 

JAMES C. SEIFERT 2 

ON BEHALF OF SOUTHERN CALIFORNIA GAS COMPANY 3 

I. INTRODUCTION 4 

The following rebuttal testimony regarding Real Estate, Land & Facilities 5 

(“REL&F”) addresses the intervenor testimony dated September 2011 of: 6 

• Division of Ratepayer Advocates (“DRA”) in Exhibit DRA-23, and 7 

• The Utility Reform Network (“TURN”) in the Prepared Testimony of Jeffrey A. 8 

Nahigian.  9 

DRA proposes adjustments to Southern California Gas Company’s (“SCG’s”) Test 10 

Year 2012 forecasts for operations and maintenance (“O&M”) expenses and capital 11 

expenditures.  TURN presents its own analysis of capital expenditures.  Section II addresses 12 

DRA’s specific proposals for O&M in non-shared and shared service areas.  Section III 13 

addresses both DRA’s and TURN’s specific proposals for capital expenditures.   14 

II. O&M – REBUTTAL TO DRA  15 

A. Overview 16 

SCG requests a 2012 Total O&M forecast of $42.064 million,1 which is a $5.615 17 

million reduction from base year 2009 cost levels, reflecting O&M cost savings generated 18 

primarily through the reduction in the Gas Company Tower lease.  DRA proposes a 2012 19 

Total O&M forecast of $37.843 million,2

                                                 
1 See Exhibit SCG-14, p. 1, Table SCG-DGT-1.     

 or reduction of $4.221 million (10% decrease).   20 

2 See Exhibit DRA-23, p. 6. 
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REL&F forecasts are generally tied to cost drivers (whether upward or downward) 1 

and known incremental needs because O&M costs are tied to things such as rents (which are 2 

often negotiated) and maintenance of existing and new facilities.  Capital expenditures are 3 

also tied to predictable or known projects, such as parking lot safety enhancements or 4 

improvements and repairs for existing and new facilities, handled under blanket budget 5 

codes.  These cost drivers and incremental needs are documented in direct testimony 6 

(Exhibit SCG-14) and supporting workpapers (Exhibits SCG-14-WP and SCG-14-CWP-R). 7 

In reviewing DRA’s testimony, there was an absence of any discussions about 8 

SCG’s explanations of cost drivers or incremental needs; therefore, it is difficult to 9 

understand whether DRA disputes any of the contextual support behind SCG’s forecasts or 10 

whether DRA was simply focused on reducing the 2012 forecasts through alternate 11 

forecasting.  The latter seems to be the case.   12 

While DRA has 2010 recorded information from which to point discrepancies in 13 

2010 forecasts versus 2010 recorded, SCG’s forecasts were appropriately developed with 14 

information up to and including base year 2009.  SCG’s operational needs in REL&F are 15 

more reasonably supported by its 2012 forecasts, while DRA’s forecasts, which have no 16 

contextual support, significantly underfund REL&F’s ability to meet the O&M and capital 17 

needs to maintain and repair its offices, data center, customer payment centers, and 18 

operating bases, among other facilities used in the provision of service to its customers and 19 

territory.  These are necessary and important costs, the funding for which should be based on 20 

the underlying specific needs as explained in testimony and workpapers, or an analysis of 21 

why those needs are not justified.  DRA’s forecasts do not reflect that approach and 22 
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therefore lack support.  DRA’s proposed reductions to SCG’s O&M forecasts are addressed 1 

below. 2 

 B. Non-Shared Services 3 

SCG proposes a 2012 forecast of $17.682 million3 for non-shared O&M, whereas 4 

DRA recommends $16.832 million,4 an $850K reduction (or 4.8%).  DRA recommends 5 

adjustments to three categories of non-shared costs:  (1) 2RE001 (Facility Operations and 6 

Rents); (2) 2RE003 (Transportation Program).  DRA bases its adjustments by noting that 7 

“2005 to 2010 total recorded expenses show fluctuations for the past three years.”5

1. 2RE001 – Facility Operations and Rents 9 

   8 

SCG’s forecast of $17.167 million was based on forecasting described in 10 

workpapers.6  DRA proposes a 3-year average (2008-2010) to derive a forecast of $16.697 11 

million.7

SCG’s Rents forecast was based upon all contractual rent and right-of-way 13 

agreements in place as of 2009 with fixed contractual escalations for base rents.  14 

Historically, these increases have been about 5% for facility leases.

   12 

8  Right-of-way easement 15 

costs have gone up dramatically in recent years, as rates are set by various agencies such as 16 

the Bureau of Land Management.  Increases for these easements was also estimated at 5% 17 

per year based on what was seen from 2008-2009.9

                                                 
3 See Exhibit SCG-14 at 1. 

  Facilities Operations forecasts 18 

4 See Exhibit DRA-23 at 6. 
5 See Id. at 15. 
6 See Exhibit SCG-14-WP, p. 5. 
7 See Exhibit DRA-23 at 14. 
8 See Exhibit SCG-14 at 3. 
9 See Id. at 3. 
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incremental costs in 2011 and 2012 for maintenance on five emission vapor recovery 1 

systems and water and energy conservation projects.10

DRA’s methodology of a 3-year average is not the better approach to forecasting 3 

costs for known fixed contractual obligations, rising easements costs, and the specific 4 

incremental facilities projects.   5 

   2 

2. 2RE003 – Transportation Program 6 

The SCG’s forecast of $515K was based on forecasting described in workpapers (5-7 

year average).11  DRA proposes a 3-year average (2008-2010) to derive a forecast of 8 

$135K.12

SCG’s Transportation Program expansion has three main cost drivers: 10 

   9 

• increasing the transportation subsidy offered to each employee from $60 per 11 

month to $75 per month; 12 

• expanding the current rideshare program into the various SCG regions; and 13 

• increasing the downtown Los Angeles parking subsidy, which is no longer part 14 

of the lease agreement at the Gas Company Tower. 15 

 A detailed description and itemization of all cost increases was provided to DRA in 16 

a data request response (see Attachment 1).  SCG encourages employee participation in 17 

commuter programs aimed at reducing traffic, which is extremely heavy in Southern 18 

California.  Further, the increase in parking subsidy is directly related to the new Gas 19 

Company Tower lease which was signed in 2010, which resulted in changes in parking 20 

terms and availability for employees.    21 

                                                 
10 See Exhibit SCG-14-WP at 6. 
11 See Id. at 13. 
12 See Exhibit DRA-23 at 15. 
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DRA’s methodology of a 3-year average is not the better approach to forecasting 1 

costs in this area, as described above.  Further, DRA’s forecast will significantly underfund 2 

SCG’s Transportation Program.     3 

C. Shared Services – Rents and Facility Operations 4 

SCG requests $24.382 million for 2012 on a Book Expense basis, a reduction of 5 

$6.438 million from the 2009 recorded cost13

SCG’s direct testimony and workpapers describe the key cost drivers behind its 2012 14 

forecasts:  (1) reduction of Gas Company Tower lease costs (-$10.6 million), (2) transfer of 15 

janitorial costs from Rents to Facilities Operations ($800K offsetting between these two 16 

areas), (3) O&M increases for Monterey Park Data Center expansion ($240K), and (4) 17 

transfer of REL&F management position from SDG&E to SCG ($170K).

 primarily due to the renegotiation of the lease 6 

at the Gas Company Tower.  DRA disputes SCG’s forecast for cost center 2200-2260 of 7 

$750K (Total Incurred Cost basis), and proposes an alternate forecast of $379K.  Further, 8 

DRA disputes SCG’s forecast for several cost centers under Facilities Operations, proposing 9 

to reduce SCG’s forecast of $4.467 million to $3.226 million on a Total Incurred Cost basis.  10 

However, aside from deriving a lower forecast using a three-year average (2008-2010), 11 

DRA provides no specific arguments against the services housed in Shared Rents and 12 

Shared Facilities Operations.   13 

14

                                                 
13 See Exhibit SCG-14 at 1. 

  These are all 18 

captured in SCG’s forecasts and support the necessary O&M labor and non-labor associated 19 

with providing workspace for employees and related equipment as well as to maintain those 20 

facilities, and to oversee these operations.  Contrary to DRA’s contention, SCG’s forecasts 21 

are supported in this case and should be adopted. 22 

14 See Exhibit SCG-14-WP at 24, 61, 53, and 86. 
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III. CAPITAL EXPENDITURES 1 

Both DRA and TURN propose significant decreases to SCG’s capital expenditures 2 

forecasts for 2010, 2011, and 2012.  The following compares the total capital expenditures 3 

forecasts proposed by each party: 4 

($000) 5 

 6 

 DRA proposes reductions to the following budget codes: 7 

• 653 - Compton parking lot, 8 

• 653 - Monterey Park Data Center master plan, 9 

• 653 - Monterey Park exterior site improvements, 10 

• 653 - Redlands headquarters parking lot, 11 

• 653 - Spence St. remodel, 12 

2010 2011 2012
27,162                43,991                22,876                

2010 2011 2012
21,644                25,587                11,163                

2010 1 2011 2012
1,922                  21,063                6,327                  

(5,518)                 (18,404)              (11,713)               Diff w/ DRA
-20% -42% -51%  %change 

(25,240)              (22,928)              (16,549)               Diff w/ TURN 2

-93% -52% -72%  %change 

1 But see Att. 3 (infrastructure & improvements  blanket rec. 2010 data)
2 TURN's  Table 3 shows  the 2011 reduction as  $21,063, but Table 1 shows

$22,929

SCG

DRA

TURN
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• 643 - branch office ADA and ergonomics, 1 

• 697 - Gas Company Tower (“GCT”) restack, 2 

• 734 - natural gas vehicles (“NGV”) refueling stations, 3 

• miscellaneous projects (<$1 million).15

DRA provides no analysis beyond general assertions that it received inadequate data 5 

request responses or that SCG failed to provide supportive documentation and justification 6 

for its capital expenditures requests.

 4 

16

TURN proposes reductions to all of SCG’s capital projects, but only provides 8 

specific analysis on four particular projects.  TURN recommends using 2010 recorded 9 

amounts for the 2010 forecast for all budget codes.  For 2011 and 2012, UCAN makes 10 

specific reductions or zeros out the capital forecasts for the following budget codes: 11 

  SCG disagrees.   7 

• 653 - infrastructure and improvements blanket, 12 

• 653 - Anaheim building A chiller,  13 

• 653 - Compton parking lot, 14 

• 653 - Downey ERC chiller replacement, 15 

• 653 - facilities energy efficiency projects, 16 

• 653 - Monterey Park Data Center master plan, 17 

• 653 - Monterey Park Data Center generators, 18 

• 653 - Monterey Park exterior site improvements, 19 

• 653 - Redlands headquarters parking lot, 20 

• 653 - 703 environmental/safety blanket, 21 

                                                 
15 See Exhibit SCG-14 at 13. 
16 See e.g., Exhibit DRA-23 at 25-29. 
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• 643 - branch office ADA and ergonomics, 1 

• 697 – GCT restack, 2 

• 734 - NGV refueling stations, 3 

• miscellaneous projects (<$1 million).17

Each of SCG’s capital expenditures budget codes were fully explained in direct 5 

testimony, and the forecasts were supported by the capital workpapers.  Each capital project 6 

was supported by its own detailed “Capital Project Workpaper,” with the exception of 7 

miscellaneous projects under $1 million.  See Exhibit SCG-14-CWP-R.  Each Capital 8 

Project Workpaper contains the following information beneath its forecasts:   9 

 4 

• Business Purpose, 10 

• Physical Description, 11 

• Project Justification,  12 

• Forecast Methodology, and 13 

• Schedule. 14 

Further, SCG responded in good faith to data requests seeking additional information 15 

on its capital projects (see Attachment 1).  Therefore, DRA’s blanket statements regarding 16 

the lack of sufficiency in SCG’s case have no factual basis.  In fact, DRA does not raise a 17 

single specific issue with respect to any detail contained in SCG’s Capital Project 18 

Workpapers.  This further demonstrates that DRA was singularly focused on deriving lower 19 

forecasts.  Thus, SCG rejects the DRA’s proposed capital forecast disallowances in total, as 20 

DRA’s alternate forecasts are not based on a better methodology and do not result in 21 

adequate funding for necessary capital projects. 22 

                                                 
17 See Exhibit SCG-14 at 13. 
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TURN likewise does not raise specific concerns with SCG’s proposed capital 1 

expenditures, with the exception of four, which does not provide SCG with enough 2 

information to address the merits of the TURN’s position regarding the remaining capital 3 

projects.  Therefore, SCG maintains that its capital expenditures projects are justified and 4 

that its forecasts are reasonable compared to TURN’s forecasts, which were derived by 5 

making an across-the-board 50% reduction to SCG’s forecasts (net of the four projects 6 

TURN specifically disputes).18

A. Budget Code 653 – Redlands Headquarters Parking Lot 9 

  There is no rational basis for this type of arbitrary 7 

methodology.  SCG addresses the four specific projects which TURN disputes.   8 

SCG forecasts $0 in 2010, $0 in 2011, and $2.290 million in 2012.19  Both TURN 10 

and DRA propose no funding for this project.  DRA provides no arguments why this project 11 

is not justified.  TURN contends the economics of this capital project are “entirely 12 

imprudent,” suggesting that paying for additional parking O&M expense (at $84,000/year) is 13 

more prudent than spending $2.290 million in capital.20

Regarding the forecast, this is a specific budget code which addresses one large 15 

project scheduled for 2012, as supported by its Capital Project Workpaper.

   14 

21

                                                 
18 See Errata to Testimony of TURN (Jeffrey Nahigian), p. 3.  

 The amount of 16 

the forecast itself should not be in dispute.  As to TURN’s suggestion that SCG should 17 

continue to lease off-site parking facilities instead of investing in a dedicated parking lot, 18 

SCG rejects the merits of that idea.  This expenditure is justified as it addresses the safety 19 

and security needs of its employees who work at the Redlands facilities (approximately 450-20 

19 See Exhibit SCG-14-CWP, p. 17. 
20 See Nahigian at 4. 
21 See Exhibit SCG-14-CWP at 17. 



 

SCG Doc#260232 JCS - 10 Rebuttal: October 2011 

500 employees).22

B. Budget Code 653 – Monterey Park Data Center Master Plan 10 

  Redlands has been reestablished as a regional headquarters facility and 1 

centralized meeting/training location which has significantly increasing daily employee 2 

visitation, including vehicle count.  The current parking lot being used does not reside on 3 

SCG property, and is the only parking option within a city block of headquarters.  That 4 

parking lot has no controlled entry and limited lot lighting, over which employees have 5 

expressed safety concerns especially in the evening hours.   Redlands operates 19 hours a 6 

day from 5:30 am to midnight, while the leased parking structure operates from 9 am to 6 7 

pm.  The lack of secured parking for employees is therefore best addressed through this 8 

capital project.  9 

SCG forecasts $0 in 2010, $359K in 2011, and $6.141 million in 2012.23  Both 11 

UCAN and DRA propose no funding for this project.  DRA provides no arguments why this 12 

project is not justified.  TURN contends funding should be denied because the project will 13 

not be complete until the end of 2013.24  SCG’s project schedule has been moved up, 14 

completion to occur by November 2012 instead of at the end of 2013.25

                                                 
22 See Id. 

  The data center 15 

serves a critical function in SCG’s provision of services.  The project schedule reflects the 16 

pressing need to address the reduction in office space at the Gas Company Tower, which 17 

requires several SCG’s information technology employees and computer servers to be 18 

relocated to Monterey Park.  SCG’s current capital forecast as shown in Exhibit SCG-14-19 

CWP has been replaced with a slightly higher forecast; however, SCG is not seeking an 20 

adjustment to its originally-submitted forecast.   21 

23 See Id. at 22. 
24 See Nahigian at 4. 
25 See Attachment 2 (Capital Project Workpaper). 
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C. Budget Code 653 – Facilities Energy Efficiency Projects 1 

SCG forecasts $0 in 2010, $1 million in 2011, and $1 million in 2012.26  As 2 

described in its Capital Project Workpaper, this is a blanket budget to support the installation 3 

of rooftop photovoltaic systems at various sites to support federal, state, and company 4 

renewable energy initiatives, and ease electricity demand from the electricity grid.27  TURN 5 

opposes any funding because it contends this project has “poor economics.”28

D. Budget Code 7728 – NGV Refueling Stations 13 

  Whether 6 

TURN’s assessment of the economics of this energy efficiency effort is credible, SCG 7 

maintains that these expenditures are justified, and in furtherance of the State’s goals, 8 

policies and programs for energy efficiency and development of renewable energy.  This 9 

project is in furtherance of this statewide effort.  SCG also expects improvements to the 10 

operational characteristics at project sites, cost reduction, and a reduction in demand for 11 

electricity from the grid, especially during peak demand periods.      12 

SCG forecasts $1.510 million in 2010, $1.935 million in 2011, and $2.220 million in 14 

2012.29  This project is fully documented in testimony and capital workpapers.  TURN 15 

proposes some funding but argues that SCG’s forecast is expensive compared to recorded 16 

costs.30

                                                 
26 See Exhibit SCG-14-CWP at 10. 

 Although SCG only spent half of its estimated project costs for 2010, it is on track to 17 

complete the upgrades and enhancements to the NGV fueling stations by 2012.  Many of 18 

SCG’s NGV fueling stations are over 20 years old and in need of replacement or equipment 19 

upgrades to support basic customer fueling expectations, including time to fuel and ability to 20 

27 See Id. 
28 See Nahigian at 5. 
29 See Exhibit SCG-14-CWP at 30. 
30 See Nahigian at 5. 
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provide full tank fills along with reliability by providing secondary fueling capability in the 1 

event of compressor failures.  While our natural gas fueling infrastructure has aged, our 2 

customer load has increased, which has resulted in increased service interruptions.  These 3 

funds are essential to maintain reliable and effective natural gas fueling stations.  Therefore, 4 

SCG’s forecasts are reasonable and will allow SCG to meet its specific project targets as 5 

reflected in the Capital Project Workpaper. 6 

E. Other Proposed Capital Projects 7 

Because SCG has already provided support for its capital expenditures forecasts in 8 

testimony and capital workpapers, and because DRA and TURN provide no specific points 9 

of contention regarding all other capital projects for which they proposed lower forecasts 10 

(many at zero levels), SCG does not provide any specific rebuttal arguments addressing 11 

those projects.  However, because adjustments were proposed for blanket capital budget 12 

codes, SCG provides a table of historical costs for its capital blankets which shows the 13 

recorded amounts that are significantly higher than what TURN reflects in its testimony 14 

Table 2 for infrastructures and improvements (see Attachment 3).     15 

IV. SUMMARY AND CONCLUSION 16 

SCG maintains the validity of its O&M and capital forecasts to fund anticipated 17 

needs.  SCG provided evidence on its incremental needs and known cost drivers in its 18 

shared and non-shared O&M activities.  SCG also provided specific Capital Project 19 

Workpapers to justify its capital expenditures.  Therefore, SCG requests that its O&M and 20 

capital forecasts be adopted. 21 

This concludes my prepared rebuttal testimony.  22 
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V. WITNESS QUALIFICATIONS 1 

My name is James C. Seifert, Manager of Corporate Real Estate and Planning.  I am 2 

replacing the previous witness, David G. Taylor.  The combined departments of my 3 

organization are responsible for managing the entire real estate portfolio, including 4 

acquisition and disposition of property, rents, move management and forward planning of 5 

space.  6 

I attended the University of Colorado, Boulder majoring in Economics. I have a 7 

broad background in real estate and asset management, including 15 years of experience 8 

with SCG and Sempra Energy, five years with CB Richard Ellis, and seven years with 9 

Rancon Real Estate.  At Sempra Energy, I have held a number of key technical and 10 

managerial positions with increasing responsibility in Corporate Real Estate.  In these 11 

positions, I was responsible for acquisitions, dispositions and other roles with respect to the 12 

real property portfolio.  I have held my current position as the Manager of Corporate Real 13 

Estate and Planning since January, 2011. 14 

I have not previously testified before the Commission. 15 
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ATTACHMENT 1 

 
Data Request Responses to DRA 
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ATTACHMENT 2 

 

Revised Capital Project Workpaper for  

Budget Code 653, Monterey Park Data Center Master Plan 
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ATTACHMENT 3 

 

Recorded Capital Expenditures (Blanket Codes) 

 
SCG Capital Blankets (000)  2005 2006 2007 2008 2009 2010 

653 Infrastructure Improvements  7,062  11,854  7,307  6,078  9,047  6,816  
654 Safety/Environmental  154  1,379  1,035  634  200  186  
664 Miscellaneous Equipment  0  46  (12) 50  0  0  
712 Facilities Equipment  (2) 0  0  0  0  0  
716 Fleet Equipment  778  13  86  70  318  44  

   7,991  13,291  8,417  6,832  9,565  7,045  
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