SAN DIEGO GAS & ELECTRIC CO. & SOUTHERN CALIFORNIA GAS CO.

(Omnibus Application – A.06-08-026) 

6th DATA REQUEST FROM

SOUTHERN CALIFORNIA GENERATION COALITION (SCGC) ____________________________________________________________

QUESTION 6.1:

In response to SCGC Data Request Question 3.3.3, which asked: “Please identify the group(s) within SDG&E/SoCalGas that would be identified as the System Operator,” SDG&E/SoCalGas responded:  “Please see SoCalGas filed “Rule 1, Definitions” which is attached to A.06-08-026 as Appendix T.”

Rule 1 defines the Utility System Operator as “The applicable departments within Southern California Gas Company that are responsible for the physical and commercial operation of the pipeline and storage systems specifically excluding the Utility Gas Procurement Department.”

6.1.1. Please provide organization diagrams that specifically identify all SDG&E/SoCalGas departments who are members of the Utility System Operator.

6.1.2. Please identify those departments that would be responsible for delivering or guaranteeing delivery of flowing supplies of gas to receipt points to ensure system reliability.

6.1.3. Please state whether SDG&E/SoCalGas anticipates the need to hire additional personnel, either from within or outside of Sempra, to meet the proposed new responsibilities of the Utility System Operator, particularly in respect to its procurement of natural gas and pipeline capacity.

6.1.4. Please explain the response to the previous question, whether “yes” or “no”.

RESPONSE 6.1.1:
SoCalGas objects to this question because it seeks confidential and proprietary trade secrets of SoCalGas.  It would cause substantial harm to SoCalGas and its customers, and potentially compromise the security of the SoCalGas system, if this information were to be publicly disclosed.  Without waiving these objections, and subject thereto, SoCalGas responds as follows:  The daily overall physical transmission and storage system reliability operations within the System Operator are conducted by the existing Pipeline System and Planning Department under Mr. John Dagg.  Other departments assist in ensuring the operational reliability of the pipeline system of which many are located in the Gas Operations Organization under Mr. Lee Stewart.  The activities in support of maintaining physical flowing gas supplies as discussed by Mr. Schwecke would be conducted in concert between the Pipeline System and Planning Department and the Capacity Products Department of Customer Services - Major Markets Organization under Mr. Rick Morrow.   
RESPONSE 6.1.2:

See response to 6.1.1.
RESPONSE 6.1.3:

Please refer to SDG&E/SoCalGas response to SCGC’s Third Data Request Question 3.1.1.
RESPONSE 6.1.4:

SDG&E and SoCalGas have not made a determination as to whether the personnel will be from in or outside of Sempra.
QUESTION 6.2:

In response to SCGC Data Request Question 1.1, SDG&E/SoCalGas provided an updated table showing annual storage revenues for years 2000-2006.  In response to SCGC Data Request Question 2.1, SDG&E/SoCalGas provided an updated worksheet showing the monthly breakdown of the Noncore Storage Balancing Account for the years 2000-2006.

6.2.1 Please explain why the annual revenue figures provided in response to SCGC Data Request Question 1.1 are significantly different than the annual total of the monthly figures for the Reservation Charges for the Combined Balancing Account & Memo Account (Shareholder) provided in response to SCGC Data Request Question 2.1.
6.2.2 The monthly revenue figures provided in response to SCGC Data Request Question 2.1 include O&M revenues and In-Kind Fuel Revenues.  Are these revenues considered as part of the annual storage revenues provided in response to SCGC Data Request Question 1.1?
6.2.3 Please explain the response to the previous question, whether “yes” or “no”.

RESPONSE 6.2.1:
The annual revenues provided in response to SCGC Data Request (DR) Question (Q) 1.1 are not significantly different than the annual total of monthly figures of the Reservations Charges shown in the Combined Balancing Account & Memo Account (Shareholder) provided in response to SCGC DR Q 2.1.  For the year 2006, the annual revenues provided in our response to SCGC DR Q 1.1 were a preliminary estimate and differ accordingly.  For the years 2002 through 2005, the combined annual total of monthly revenues identified as Reservation Charges and O&M Charges provided in response to SCGC DR Q 2.1 correspond to the annual storage revenues provided for in response to SCGC DR Q 1.1 differing slightly due to rounding in the Franchise Fees & Uncollectible amount.  For example, for 2005, the combined annual total of the monthly Reservation Charges and O&M Charges in the response to SCGC DR Q 2.1 is $60.7 million compared to the annual storage revenues of $61.0 million provided in response to SCGC DR Q 1.1.  For the year 2001, the same comparison is made as noted above for the years 2002 through 2005 except that the response to SCGC DR Q 1.1 includes a prior period adjustment in the total revenue amount which is shown correspondingly as a prior period adjustment in November 2001 in the response to SCGC DR Q 2.1.  After removing this adjustment from the total revenue amount in the response to SCGC DR Q 1.1, the net annual revenues correspond to the combined annual total of monthly Reservation Charges and O&M Charges in the response to SCGC DR Q 2.1.  For the 

year 2000, the annual revenues of $19.6 million in response to SCGC DR Q 1.1 are based on a methodology of an annualized calculation assuming a 50% / 50% sharing between ratepayers and shareholders.  However, the 50 / 50 sharing mechanism authorized in SoCalGas’ 1999 BCAP wasn’t implemented until June 2000.  In calculating the annual storage revenues for 2000, the annualized calculation did not consider the mid-year sharing implementation, hence the difference in comparison to the combined annual total of monthly Reservation Charges and O&M Charges of $16.4 million in the response to SCGC DR Q 2.1.
RESPONSE 6.2.2:

As discussed in response 6.2.1, the O&M Charges provided in response to SCGC DR Q 2.1 are included in the annual storage revenues in the response to SCGC Dr Q 1.1 whereas the In-Kind Fuel Charges are excluded.
RESPONSE 6.2.3:
O&M Charges are revenues charged to storage customers for variable Injection and Withdrawal Operational and maintenance costs.  

In-kind Fuel Charges are an offsetting cost derived from additional volumes provided by storage customers to pay for the cost of company use fuel used for injection and withdrawal services related to the customers’ gas stored in SoCalGas’ natural gas storage fields.  As such, In-Kind Fuel Charges are not considered storage revenues.

QUESTION 6.3:

Please provide the calculation to support the $79.1 million figure included at page 2 and in Footnote 2 of Mr. Chen’s Direct Testimony.  Please state the amounts of core inventory, injection and withdrawal services assumed and the cost of each of these services.

RESPONSE 6.3:

Please see Exhibit A in the attached file for the calculation to support the $79.1 million figure included at page 2 and in Footnote 2 of Mr. Chen’s Direct Testimony.
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QUESTION 6.4:

SDG&E/SoCalGas presented cost figures for storage expansion in Table 12 of the Direct Testimony of Steven Watson (June 14, 2004) in R.04-01-025, Phase 2.

Table 12:  Costs of Storage Expansions

	
	Capacity, Bcf or MMcfd
	Capital $MM*
	Level Reservation Charge over 15 years**

	Inventory
	5
	20
	$0.60/mcf

	Withdrawal

@ 25 Bcf
	152
	20
	$20/mcfd

	Injection
	150
	40
	$39.90/mcfd


*  Preliminary estimates (+/- 25% accuracy).

**15% levelization factor from Cost-of-Service Model,
/ multiplied by capital costs and divided by capacity addition.  Charges exclude variable O&M and injection fuel costs.  

6.4.1
Are these storage expansion costs the most up-to-date cost estimates available to SDG&E/SoCalGas?

6.4.2 If the answer to the previous question is “no,” please answer the following questions:

6.4.2.1 Please provide the updated cost estimates.

6.4.2.2 Please provide a calculation of LRMC for the updated cost estimates of inventory, storage, and injection services.

6.4.3
Are the unit cost estimates presented in the table considered by SDG&E/SoCalGas to be equivalent to LRMC estimates for any given storage service?

6.4.4
If the answer to the previous question is “no,” please answer the following 


questions:

6.4.4.1   Please provide a description of the differences between the method used to calculate the unit cost estimates presented in this table and the method that would be used to calculate LRMCs for storage services based upon capital costs estimated in this table. 

6.4.4.2 If no updated expansion cost estimates have been provided in response to question 6.4.2.1, please provide a calculation of LRMC for inventory, storage, and injection services using the cost estimates presented in the table shown above.

RESPONSE 6.4.1:
Those cost figures are out-of-date, but they are the most up-to-date figures available at this time.  These figures will be updated in the upcoming BCAP.
RESPONSE 6.4.2:

See 6.4.1.

RESPONSE 6.4.3:

No.

RESPONSE 6.4.4:

This calculation will be litigated in the upcoming BCAP.  It requires the development of an RECC factor, which is likely to be lower than the 15% factor used in Table 12 because LRMC has traditionally used the longer life of the asset (rather than contract period) for its amortization calculation.  Also, LRMC will allocate some estimate of “incremental O&M”, which is not part of Table 12.  

SoCalGas does not intend to perform an updated LRMC study of storage costs as part of this proceeding.  That analysis properly belongs in the upcoming BCAP.  SoCalGas’ witness Mr. Chen has already provided parties the fully-scaled LRMC costs of storage consistent with the current BCAP decision.
�/ 	The Cost-of-Service model calculates the utility’s revenue requirements associated with (1) depreciation of the capital investment over 15-years, (2) authorized returns of 8.68% on the remaining capital investment, and (3) taxes associated with the authorized return.  The present value of the stream of levelized payments is identical to the present value of a stream of traditional annual revenue requirement.  
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Exhibit A

		Exhibit A: Core Storage Costs

		Line No.						Residential		C&I		NGV		Gas AC		Gas Engine		Total		Line No.

								A		B		C		D		E		F

						Inventory

		[1]				Reservations  (mmcf)		59,324		10,676		- 0		- 0		- 0		70,000		[1]

		[2]				Per Unit LRMC Cost ($/mcf)		$0.20		$0.20		$0.20		$0.20		$0.20		$0.20		[2]

		[3] = [1] x [2]				Marginal Inventory Revenues		$11,700		$2,105		$0		$0		$0		$13,805		[3]

						Injection Capacity

		[4]				Reservations  (mmcfd)		277		50		- 0		- 0		- 0		327		[4]

		[5]				Per Unit LRMC Cost ($/mcfd)		$18.61		$18.61		$18.61		$18.61		$18.61		$18.61		[5]

		[6] = [4] x [5]				Marginal Injection Capacity Revenues		$5,159		$928		$0		$0		$0		$6,088		[6]

						Injection Variable

		[7]				Injections  (mdth)		59,993		10,796				7		323		71,120		[7]

		[8]				Per Unit O&M Cost ($/dth)		$0.01		$0.01		$0.01		$0.01		$0.01		$0.01		[8]

		[9] = [7] x [8]				Marginal Injection Variable Revenues		$699		$126		$0		$0		$2		$828		[9]

						Withdrawal Capacity

		[10]				Reservations  (mmcfd)		1,616		318		7		0		0		1,942		[10]

		[11]				Per Unit LRMC Cost ($/mcfd)		$10.69		$10.69		$10.69		$10.69		$10.69		$10.69		[11]

		[12] = [10] x [11]				Marginal Withdrawal Capacity Revs		$17,276		$3,400		$70		$2		$5		$20,754		[12]

						Withdrawal Variable

		[13]				Withdrawals  (mdth)		59,993		10,796		- 0		7		323		71,120		[13]

		[14]				Per Unit O&M Cost ($/dth)		$0.02		$0.02		$0.02		$0.01		$0.01		$0.02		[14]

		[15] = [13] x [14]				Marginal Withdrawal Variable Revs		$973		$175		$0		$0		$3		$1,154		[15]

		[16] = [3] + [6] + [9] + [12] + [15]				Total Seasonal Storage Revenues		$35,807		$6,735		$70		$2		$10		$42,629		[16]

		[17]				EPMC Scaling		1.86		1.86		1.86		1.86		1.86				[17]

		[18] = [16] x [17]				Scaled LRMC Revenues		$66,446		$12,498		$130		$4		$18		$79,096		[18]






