SOUTHERN CALIFORNIA GAS COMPANY
BIOGAS CONDITIONING & UPGRADING TARIFF (A.12-04-024)
(3rd DATA REQUEST FROM SCGC)
______________________________________________________________________


QUESTION 3.1:

3.1. Regarding the discussion of accounting for Bio conditioning project at pages 1-2 of the Direct Testimony of Krystal L. Joscelyne:
3.1. Is it SoCalGas’ proposal that the capital costs associated with the individual bio conditioning projects be added to rate base?

3.1. If these capital costs are not added to rate base, in which FERC account would SoCalGas propose to record these capital costs?

3.1. In which FERC account would SoCalGas propose to record the O&M costs associated with the bio conditioning projects?

3.1. Would SoCalGas provide a record of the individual bio conditioning projects are their associated costs in the context of its general rate case proceedings?

3.1. Would individual employees involved in direct cost activities be required to keep account of their time everyday by activity or project?

3.1. If the answer to the previous question is “no,” please explain how the direct costs would be developed in the absence of a timesheet?

3.1. Would individual employees involved in indirect cost activities be required to keep account of their time everyday by activity or project?

3.1. If the answer to the previous question is “no,” please explain how the indirect costs would be developed in the absence of a timesheet?

RESPONSE 3.1:

Response 3.1.1
As with any other tariff service, the infrastructure assets used in providing that service are ratebase assets and any customer specific charges are treated as miscellaneous revenues. If SoCalGas constructs and places into operation a biogas facility on behalf of a customer, that specific customer will be charged the full cost of service including capital, O&M and all applicable overheads. Those assets will be incorporated into ratebase and the associated customer revenues will become part of miscellaneous revenues in the next GRC proceeding. 

Response 3.1.2 
N/A

Response 3.1.3

O&M costs will be recorded to FERC account 867.
Response 3.1.4

If approved as requested in this proceeding, SoCalGas will include the BCS program costs in its next General Rate Case, with an expected test year of 2016.  Costs would include project level direct capital cost forecasts as well as estimated associated costs, and miscellaneous revenues.  
Response 3.1.5

SoCalGas will use direct charging as the primary method for capturing direct costs related to the BCS Tariff (Chapter III page 2 lines 11-12).  Managers of groups providing labor or non-labor will be trained to ensure that any time or material associated with the BCS Tariff is properly recorded to BCS Tariff internal orders (Chapter III page 3 lines 2-4).
Response 3.1.6

N/A
Response 3.1.7

No, indirect costs cannot be economically direct-charged to a project.

Response 3.1.8

Indirect cost (overhead) for the BCS Tariff costs, and application of such rates, will be consistent with the rates and application that SoCalGas uses on a company-wide basis. (Chapter III page 5 lines 11-12).  Please see Response 3.3
QUESTION 3.2:

3.2. Regarding the discussion of direct cost activities at pages 3-4 of the Direct Testimony of Krystal L. Joscelyne:
3.2. With respect to customer outreach costs, since the account executives would be responsible for providing routine customer information and education activities as well as outreach activities for bio conditioning projects what steps would be taken to ensure that the account executives adequately separated the timekeeping for each activity?

3.2. Does SoCalGas expect that direct costs would include the cost of obtaining permits for the project?

3.2. If the answer to previous question is “yes,” in which category does SoCalGas expect to include permitting costs?

RESPONSE 3.2:

Response 3.2.1
See Response 3.1.5
Response 3.2.2

Yes.
Response 3.2.3

Engineering and Cost Estimation.

QUESTION 3.3:

3.3. Regarding the discussion of overhead costs at pages 5-8 of the Direct Testimony of Krystal L. Joscelyne:
3.3. Are the overhead factors shown in Table II on page 8 the same factors that are used in SoCalGas’ general rate proceeding (“GRC”)?

3.3. If the answer to previous question is “no,” please explain the relationship between the factors in Table II and the factors used in SoCalGas’ GRC. 

3.3. How frequently would the factors shown in Table II be determined?

3.3. Please explain in specific terms how each factor is calculated providing copies of each study that has been performed in developing a particular factor below.

RESPONSE 3.3:

SoCalGas would like to note that the overhead rates used in Table II are specific to the month of January 2012 (as noted in Table II heading) and are included to be indicative of the types of overheads that would be applied to a biogas project. Overhead rates may vary from month to month as described below. 
Response 3.3.1
In the SoCalGas GRC, there are no authorized factors.  The GRC is filed on a direct cost basis (i.e. dollar values, not factors/percentages, are submitted to the CPUC), with witnesses supporting the dollar values. 

Response 3.3.2

As explained in Response 3.3.1, there are no authorized factors in the GRC. 
Costs used in determining the overhead rates (as shown in Table II) have been approved in the GRC. Overhead rates are developed using the methodology provided in Response 3.3.4.
Response 3.3.3

The factors in Table II are reviewed monthly; however, they do not necessarily change monthly.
Response 3.3.4

Please see attached overhead methodology table.
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QUESTION 3.4:
3.4. Regarding the discussion of regulatory treatment at pages 8-10 of the Direct Testimony of Krystal L. Joscelyne:
3.4. How does SoCalGas propose to “separately track” all bio conditioning costs without creating a tracking account or balancing account to do so?

3.4. Where does SoCalGas propose to record the costs associated with the individual projects?

3.4. Does SoCalGas propose to produce regular (quarterly or annual) reports stating the amount of direct and indirect costs associated with each bio conditioning project?

3.4. If the answer to previous question is “no,” please explain how SoCalGas proposes to inform the Commission and interested parties of the costs associated with the bio conditioning program?

3.4. Is SoCalGas proposing to prepare a report that shows how the costs associated with each of the bio conditioning projects compares with the revenues obtained from customers?

3.4. How frequently does SoCalGas propose to credit the CFCA and NFCA for those “existing resources that are currently in authorized base margin”?

RESPONSE 3.4:

Response 3.4.1
To ensure that all costs associated with the BCS Tariff are properly identified and segregated, specific internal orders will be created within the SAP financial system to track such costs. (Chapter III, page 2 lines 14-16)
Response 3.4.2
See Response 3.4.1
Response 3.4.3
SoCalGas has not proposed to produce regular reports stating direct and indirect costs by project.
Response 3.4.4
See Response 3.1.4
Response 3.4.5

SoCalGas has not proposed to produce a report comparing costs and revenues.

Response 3.4.6

If the Capital-Related Charge or the O&M-Related Charge includes recovery of costs for using embedded resources, SoCalGas will credit the CFCA and NFCA accounts as revenues are received until such a time these assets/costs are incorporated in base rates, in connection with SoCalGas’ next GRC proceeding.
QUESTION 3.5:
3.5. Regarding the calculation of the BCS Tariff Ownership Charge as shown on pages 10-12 of the Direct Testimony of Krystal L. Joscelyne:
3.5. Is SoCalGas proposing to develop the annual revenue requirement associated with the capital portion of the project costs using its standard, proprietary revenue requirement model?

3.5. If the answer to the previous question is “yes,” please provide a copy of the output of the model based on the example provided in Table IV stating each of the assumptions used, e.g., depreciation life, rate of return, etc.

3.5. If the answer to the question prior to the previous question is “no,” please provide a copy of the workpapers detailing how the present value of the revenue requirements is determined.

3.5. Is SoCalGas proposing to use its allowed rate of return as periodically adjusted in the Commission cost of capital proceeding?

3.5. How is SoCalGas determining the O&M related costs over the life of the project?

3.5. Is SoCalGas proposing to project those costs and not adjust the costs during the contract period or are the O&M costs assumed to escalate at some rate?

3.5. If the answer to the previous question is “yes at some rate,” please provide the basis for SoCalGas’ belief that O&M would escalate at this rate over a contract period.

3.5. In calculating an annual tariff “ownership charge” is SoCalGas proposing to discount the projected revenue requirement costs over the project lifetime and then translate those projected revenue requirements costs into a constant monthly payment over the contract term?

3.5. Hypothetically if the costs associated with operating and/or maintaining a particular facility were to increase dramatically during the operating life of the facility, would SoCalGas increase the annual O&M fee charged to the customer?
3.5. If the answer to the previous question is “no,” how would SoCalGas propose to recover the actual O&M costs associated with project?

3.5. How would SoCalGas handle the loss of its third party O&M provider to bankruptcy?

RESPONSE 3.5:

As stated in question 3.5 the following responses relate directly the calculation of the BCS Tariff Ownership Charge as shown on pages 10-12 of the Direct Testimony of Krystal L. Joscelyne
Response 3.5.1

In the illustrative example, SoCalGas has  used traditional utility ratemaking treatment  and therefore used its standard proprietary revenue requirement model to develop the capital ownership charges. 
Response 3.5.2

Please see DRA-A1204024-SCG-MK3-1 Response 18
Response 3.5.3

N/A
Response 3.5.4

Consistent with traditional utility ratemaking treatment, SoCalGas will use the effective Commission-authorized rate of return.

Response 3.5.5

In the illustrative example the O&M costs were based on the hypothetical costs related to customer outreach, contract development and maintenance of the facilities. (Chapter III, page 12 lines 9-11). Once the O&M costs have been developed, standard utility overheads are added according to the procedure described in detail in Chapter III Direct Testimony.
Response 3.5.6

In the illustrative example, O&M costs would not adjust in the hypothetical contract term.
Response 3.5.7
In the illustrative example, cost escalation factors used were provided by Global Insight and are consistent with the methodology presented in the 2012 GRC.
Response 3.5.8 
In the illustrative example, SoCalGas discounted the revenue requirement of the book life of the asset and translated revenue requirement into a constant payment over the contract terms. 
Response 3.5.9

As a general practice, SoCalGas will seek supplier bids prior to finalization of contract price in order to ensure accurate cost estimation.  As appropriate, a contingency will be added to cost estimates in order to reach a high level of confidence that revenues will cover or exceed project costs.  Once the O&M costs have been developed, standard utility overheads are added according to the procedures described in detail in Chapter III Direct Testimony. 
Additionally, SoCalGas has the ability to unilaterally re-price the contract under three situations: 1) when there is a change in the quality or quantity of untreated biogas from the agreed upon specifications, 2) when the biogas producer fails to meet any of its responsibilities under the agreement, or 3) a suspension or change in the services as a result of a change in law or some latent site defect.  The biogas producer can request a change in pricing, but only subject to SoCalGas’ approval (DRA-A1204024-SCG-MK3-1 Response 21). Hypothetically, if operating and/or maintaining a facility were to dramatically increase as a result of one of the above reasons, SoCalGas would have the ability to re-price the contract. 
Response 3.5.10

N/A
Response 3.5.11

SoCalGas will pay the O&M provider on a monthly basis assuming they perform per the Agreement.  Should the O&M provider go into bankruptcy, SoCalGas will seek another O&M provider to provide the necessary services.  
QUESTION 3.6:
3.6. Regarding the Supplemental Direct Testimony of Krystal L. Joscelyne:
3.6. Please provide a copy of the Preliminary Statement description of the Compression Services Tracking Account.
3.6. Please provide a copy of the Preliminary Statement description of the Compression Services Balancing Account.
3.6. Would SoCalGas pursue its bio conditioning services proposal if it were required to do so under the CST type ratemaking?

RESPONSE 3.6:

Response 3.6.1
Please see attached Compression Services Tracking Account.
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Response 3.6.2

Please see attached Compression Services Balancing Account.
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Response 3.6.3

Objection: Data request responses are not the proper forum for settlement discussions.
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LOSANGELES, CALIFORNIA  CANCELING CAL. P.U.C. SHEET NO.

PRELIMINARY STATEMENT - PART VII - TRACKING ACCOUNTS
COMPRESSION SERVICES TRACKING ACCOUNT (CSTA)

1. Purpose
The CSTA isatracking account that is not reflected on SoCalGas' financia statements. The purpose
of the CSTA isto track the difference between the revenues collected from compression services
customers and the actual O&M and capital revenue requirements associated with providing
compression services under Schedule GO-CMPR. The CSTA will be mainly used by SoCaGasto
monitor SoCalGas' effectiveness in providing compression services to customers. Since recovery of
compression services costs will be recovered directly from compression services customers through
miscellaneous revenues under Schedule GO-CMPR, these costs and miscellaneous revenues will be
excluded for cost recovery in SoCalGas' generd rate case proceedings. Thiswill ensure that
ratepayers are not impacted by any under or overcollection of revenue associated with providing
compression services, as directed in Commission Decision 12-12-037.
2. Applicability
See Purpose Section.
3. Rates
Not Applicable.
4. Accounting Procedures
SoCal Gas shall maintain the CSTA by recording entries at the end of each month as follows:
a) A debit entry equal to the actual revenue regquirements (i.e., O&M and capita-related costs
such as depreciation, income taxes and return) associated with providing compression services,
b) A debit entry for uncollectible costs associated with compression services; and
¢) A credit entry for compression services revenues billed to compression services customers.
5. Disposition
See Purpose Section.
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 4459 L ee Schavrien DATEFILED  Feb 4, 2013
DECISIONNO.  12-12-037 Senior Vice President EFFECTIVE
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SOUTHERN CALIFORNIA GAS COMPANY
BIOGAS CONDITIONING & UPGRADING TARIFF (A.12-04-024)

(3rd DATA REQUEST FROM SCGC)
(3.3.4 Data Response)

Overhead Pool

Numerator / Funding

Denominator / Base

January 2012
Planning Rate

Comments

Payroll Tax

The Payroll Tax Overhead is used to allocate the employer
portion of payroll taxes associated with employee labor, such
as payments to the State and Federal Governments for State
Unemployment Insurance, Federal Unemployment Insurance

and Federal Retirement and Medicare Insurance.

Company Labor

7.68%

ABC conducts monthly meetings to review overhead (OH) activity/budgets and sets
rates that are deemed appropriate given the particular OH's loading base
(denominator) and pool/funding (numerator) activity. In addition, OH pools may have a
prior month's balance which will be allocated by including an adjustment to the OH
rate. Also, some OH pools which have a labor component will need to be grossed up
with labor overheads. The final OH planning rate will be the greater of the grossed up
OH rate or the twelve month average of grossed up OH rates.

Incentive Compensation Plan

The Incentive Compensation Plan (ICP) Overhead allocates
the performance-based, non-guaranteed, incentive
compensation plan costs paid to utility employees based on
company and individual employee performance as compared
to pre-established financial and operational goals.

Company Labor (non-union) Straight Time &
Straight Time portion of Overtime

26.79%

Same as Above

Worker's Compensation

The Workers' Compensation Overhead is used to allocate
costs related to workers' compensation payouts, excess
liability insurance premiums and administrative costs.

Company Labor Straight Time & Straight
Time portion of Overtime

5.03%

Same as Above

Public Liability and Property Damage

The Public Liability/Property Damage (PLPD) Overhead is
used to allocate payments to 3rd parties for liability and
property damage claims submitted to the utility, plus the cost of
excess insurance premiums and the related administrative
costs.

Company Labor Straight Time & Straight
Time portion of Overtime

2.51%

Same as Above

Pension & Benefits

The Pension & Benefit (P&B) Overhead is used to allocate
costs paid by the utility to provide employee benefits, such as
medical, dental and pension payments.

Vacation & Sick

Company Labor Straight Time & Straight
Time portion of Overtime

53.30%

Same as Above

The Vacation & Sick (V&S) Overhead is used to allocate costs
paid by the utility for non-productive time such as vacations,
holidays, sick days, and jury duty.

Company Labor Straight Time & Straight
Time portion of Overtime

18.75%

Same as Above

Purchasing

The Purchasing Overhead loads the costs related to the
utility's procurement activity in obtaining goods and services
for the utility's organizations.

Purchased Materials, Services, Storeroom
Materials, and Contract Costs

1.14%

Same as Above

Administrative & General - 3rd Party

The 3rd party A&G overhead represents the cost of A&G

support provided to all 3rd party billings by A&G functional

areas, such as Accounting, Human Resources, Finance,
Regqulatory, External Affairs, etc.

Total Direct Costs

47.67%

Same as Above

Administrative & General - Capital

The Capital A&G overhead represents the cost of A&G support
provided to all capital jobs by A&G functional areas, such as
Accounting, Human Resources, Finance, Regulatory, External
Affairs, etc.

Total Direct Costs

3.94%

Same as Above

Fixed Cost Loader

This overhead rate is used to pass along indirect costs to 3rd
party customers. The indirect cost can include costs for
buildings, furniture, customer equipment, software and
miscellaneous equipment which were used in providing the
service to the 3rd party. A 3rd party customer is a customer
with special needs for services outside the normal scope of
utility services.

Total Direct Costs

13.27%

The Fixed Cost Loader (FCL) is determined by preparing an annual study to calculate
the total SCG Fixed Costs (numerator) and Direct Costs (denominator).
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PRELIMINARY STATEMENT - PART V - BALANCING ACCOUNTS
COMPRESSION SERVICES BALANCING ACCOUNT (CSBA)

1. Purpose
The CSBA is an interest bearing balancing account recorded on SoCalGas financia statements. The
purpose of this account isto record the ratepayer’ s allocation of the general rate case embedded costs
used in providing compression services under Schedule GO-CMPR as authorized in Decision
12-12-037.
2. Applicability
The CSBA shall apply to all gas customers.
3. Rates
The projected year-end CSBA balance will be applied to gas transportation rates.
4. Accounting Procedures
SoCal Gas shall maintain the CSBA by recording entries at the end of each month, net of FF& U, as
follows:
a. A credit entry equal to the embedded costs used in providing compression services;
b. A debit entry equal to amortization as approved by the Commission; and
c. Anentry equal to interest on the average balance in the account during the month, calculated in
the manner described in Preliminary Statement, Part |, J.
5. Disposition
In each annual October regulatory account balance update filing, SoCal Gas will amortize the projected
year-end CSBA balance effective January 1 of the following year. The projected year-end balance will
be allocated to core and noncore customers based on the relative percentage of revenues from core and
noncore COMpPression service customers.
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 4459 L ee Schavrien DATEFILED  Feb 4, 2013
DECISIONNO.  12-12-037 Senior Vice President EFFECTIVE
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