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SUMMARY

GAS ENGINEERING (In 2016 $)

égg(?r(i(glg(s)‘ggs) Estirflz(tezé) z(?OOs) Change (000s)
Total Non-Shared Services 7,786 12,226 4,440
Total Shared Services (Incurred) 9,437 14,403 4,966
Total O&M 17,223 26,629 9,406

GAS ENGINEERING (In 2016 $)

2016 Adjusted- | Estimated 2017 | Estimated 2018 | Estimated
Recorded (000s) (000s) (000s) 2019 (000s)

Total CAPITAL 12,583 12,622 13,361 14,101

The purpose of Gas Engineering is to establish and oversee the engineering aspects of the
gas infrastructure for satisfying federal and state environmental and safety requirements; for
implementing industry best practices; and for optimizing infrastructure and end-use equipment
performance for both Utilities. Gas Engineering supports all groups within both Southern
California Gas Company (SoCalGas) and San Diego Gas & Electric (SDG&E) (jointly referred
to as “the Utilities”) that need engineering support or guidance related to the gas infrastructure or
end-use equipment including but not limited to the key operating groups such as Transmission,
Distribution, Storage, and Customer Services. Gas Engineering provides engineering programs,
training, guidance, policies, designs, and data analytics focused on providing safe, compliant,
reliable, resilient and cost-effective energy infrastructure for both Utilities. Gas Engineering also

manages the land services and right-of-way function and related capital for SoCalGas.

These activities are described in this testimony under the following broad categories:

e Gas Engineering: Gas Engineering provides technical and engineering support and

oversight to various groups at both Utilities. The department establishes programs and
policies to facilitate compliance with the multitude of state and federal regulations related
to the engineering issues around design of pipe and their appurtenances, compressors,
instrument and controls, and other gas facilities. Gas Engineering also performs testing
for gas and material quality to ensure they meet specifications, regulatory requirements

and contractual obligations. This testimony supports the capital and operations and
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maintenance (O&M) GRC requests for, but not limited to, nondestructive testing program
for verifying integrity of pressure vessels and pipeline welds; the development of
engineering data analytics to optimize performance of the system; and, the cross-utility
initiatives and programs such as natural gas vehicle (NGV) station maintenance, meter
and regulator technical support, and the engineering that supports compliance with state
and federal safety and environmental regulations such as those related to cathodic
protection or California Air Resources Board’s Assembly Bill (AB) 32 (aka Global
Warming Solutions Act of 2006).

Land Services and Right-of-Way: The Land and Right-of-Way group manages the

necessary property rights that allow for the access, operation, and maintenance of our
pipeline infrastructure on public and private properties. This group is responsible for the
complex discussions related to the renewal of the expiring rights-of-way for three
transmission lines and distribution facilities located on the Morongo reservation. Cost
recovery for the Morongo Right-of-Way renewal activities, which are directly related to
SoCalGas’ service, can be best managed by implementing a two-way balancing account
because while SoCalGas can reasonably forecast it will incur costs in the upcoming GRC
cycle to maintain operation of these lines, there is still material uncertainty on what those
activities and related costs will be. A separate memorandum account for pre-construction
costs related to a complete transmission relocation around the Morongo reservation is
also proposed.

Research, Development and Demonstration (RD&D): This area addresses the gas

operations research, development and demonstration programs that can mitigate
environmental impacts, enhance safety, increase reliability or optimize the gas
infrastructure.

Gas Engineering-Related Capital for Transmission and Storage: This area addresses the

capital investments in tools, equipment, land rights, and the Supervision and Engineering
Pool that support operations to provide safe, resilient and reliable delivery of natural gas

to customers at a reasonable cost.
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REVISED SOCALGAS DIRECT TESTIMONY OF DEANNA R. HAINES

INTRODUCTION

(GAS ENGINEERING)

A. Summary of Gas Engineering Costs and Activities

My testimony supports the Test Year (TY) 2019 forecasts for O&M costs for both non-

shared and shared services for both Utilities. My testimony also supports the capital costs for the
forecast years 2017, 2018, and 2019 associated with the Gas Engineering area for SoCalGas.

Table DRH-1 summarizes my sponsored costs. Costs in this testimony are presented in 2016
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activities described here.

Table DRH-1

Southern California Gas Company

Test Year 2019 Summary of Total Costs

dollars, unless otherwise noted. In addition to this testimony, also refer to my workpapers,

Exhibits SCG-09-WP (O&M) and SCG-09-CWP (capital), for additional information on the

GAS ENGINEERING O&M (In 2016 $)
2016 Adjusted- TY 2019 Change (000s)
Recorded (000s) | Estimated (000s)
Total Non-Shared Services 7,786 12,226 4,440
Total Shared Services (Incurred) 9,437 14,403 4,966
Total O&M 17,223 26,629 9,406
GAS ENGINEERING CAPITAL (In 2016 $)
2016 Adjusted- | Estimated 2017 | Estimated 2018 | Estimated
Recorded (000s) (000s) (000s) 2019 (000s)
Total CAPITAL 12,583 12,622 13,361 14,101

The purpose of Gas Engineering is to establish and oversee the engineering aspects of the

DRH-1

gas infrastructure for satisfying federal and state environmental and safety requirements; for
implementing industry best practices; and for optimizing infrastructure and end-use equipment
performance for both Utilities. Gas Engineering supports all groups within both Utilities that
need engineering support or guidance related to the gas infrastructure or end-use equipment
including but not limited to the key operating groups such as Transmission, Distribution,
Storage, and Customer Services. Gas Engineering provides engineering programs, training,

guidance, policies, designs, and data analytics focused on providing safe, compliant, resilient,




O o0 I N »n B~ W N =

NS \S I \S B (O R S N2 "I ST (S e S e e o e e e e e e e ey
O 0 I O U kW DN = O OV O N9 S N kR WD = O

reliable and cost-effective energy infrastructure for both Utilities. Gas Engineering also manages
the land services and right-of-way function and related capital for SoCalGas.

To better understand the expansiveness of Gas Engineering’s areas of responsibility, a
brief description of the SoCalGas’ and San Diego Gas & Electric’s (SDG&E’s) gas operations
and the size of both natural gas systems is provided. The map in Figure DRH-1 depicts the
extent of both Ultilities’ gas operations.

SoCalGas System Overview

The SoCalGas natural gas system encompasses transmission pipelines, underground
storage fields, and distribution pipelines. The SoCalGas gas system is comprised of
approximately 3,455 miles of transmission pipeline, 11 compressor stations and four
underground storage fields. The system is designed to receive natural gas from interstate
pipelines and various California production sources from both offshore and onshore. The gas
quantity is measured, analyzed for quality, and then allowed to flow through the pipeline
network. This pipeline quality gas is delivered to the Company’s distribution system, gas storage
fields, and non-core customers.

The SoCalGas distribution system is comprised of approximately 100,000 miles of mains
and service lines and 5.9 million meters'. SoCalGas is the largest natural gas distribution
operation in the United States based on miles of mains and miles of services, providing service to
twelve counties.

SoCalGas operates four underground storage fields that are an integral part of the
SoCalGas system and mitigate reliability risks by providing natural gas when flowing supplies
are temporarily insufficient to meet customer load. Collectively, the storage fields support the
mission to provide southern California residents and businesses with safe, resilient, reliable, and
cost-effective energy.

SDG&E Gas System Overview

SDG&E’s Gas Distribution and Transmission operating units collectively operate
approximately 225 miles of transmission pipeline and approximately 15,000 miles of mains and
service lines. Collectively, these components allow SDG&E to deliver natural gas from receipt

point to customer reliably and safely.

! See www.socalgas.com/about-us/company-profile.
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Figure DRH-1
Southern California Gas Company
Southern California Gas Company and San Diego Gas & Electric
Natural Gas System
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Collectively, these components enable SoCalGas and SDG&E to deliver natural gas from
receipt point to burner tip reliably and safely to over 25.2 million consumers in an area of
approximately 24,100 square miles stretching from Visalia in the north to Mexico in the south,
and as far east as the California-Arizona border.

Gas Engineering’s key activities and programs are described in my testimony under the
following broad categories:

e Gas Engineering: Gas Engineering provides technical and engineering support and
oversight to various groups at both Utilities. The department establishes policies to
facilitate compliance with the multitude of state and federal regulations related to the
engineering issues around design of pipe and their appurtenances, compressors,
instrument and controls, and other gas facilities. Gas Engineering also performs all
required testing on the system for gas and material quality. For example, Gas Engineering

is responsible for nondestructive testing program and for verifying integrity of pressure
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vessels and pipeline welds. As another example, Gas Engineering develops engineering
data analytics to optimize performance of the system. Gas Engineering is responsible for
cross-utility initiatives and programs such as natural gas vehicle (NGV) station
maintenance, meter and regulator technical support, and engineering related issues to
comply with environmental regulations such as California Air Resources Board’s AB 322
greenhouse gas program. Gas Engineering also plays a key role in implementing
Transportation Security Administration (TSA) guidelines for managing physical security
of critical energy infrastructure. Further, Gas Engineering oversees the geohazard and
climate adaptation programs to support resiliency of the system. The physical security,
climate adaptation, geohazard programs, as well as engineering records management are
further discussed in the Risk Assessment Mitigation Phase (RAMP) section of this
testimony.

e Land Services and Right-of-Way: The Land and Right-of-Way group manages the

necessary property rights that allow for the access, operation, and maintenance of our
pipeline infrastructure on public and private properties. This group is responsible for the
complex discussions related to the renewal of the expiring rights-of-way for three
transmission lines and distribution facilities located on the Morongo reservation. Cost
recovery for the Morongo Right-of-Way renewal activities, which are directly related to
SoCalGas’ service, can be best managed by implementing a two-way balancing account
because while SoCalGas can reasonably forecast it will incur costs in the upcoming GRC
cycle to maintain operation of these lines, there is still material uncertainty on what those
activities and related costs will be. A separate memorandum account for pre-construction
costs related to a complete transmission relocation around the Morongo reservation is
also proposed.

e Research, Development and Demonstration (RD&D): The Gas Operations’ RD&D
program has the goal to develop, test, and introduce new technologies used in gas
operations beneficial to ratepayers, public safety, and the environment. A major portion

of SoCalGas’ RD&D activities focuses on collaboration with many governmental and

2 Assem. Bill No. 32 (2005-2006 Reg. Sess.), “Air pollution: greenhouse gases: California Global
Warming Solutions Act of 2006.”
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private organizations to fund research development and demonstration projects of mutual
interest. These collaborative RD&D efforts provide significant financial benefits through
cost sharing while also increasing the probability of technical and commercial success by

tapping into the collective wisdom and experience of all participating organizations.

Key collaborative organizations are: Department of Energy (DOE), California Energy
Commission (CEC), Operations Technology Development (OTD), Pipeline Research
Council International (PRCI), California Air Resources Board (CARB),
NYSEARCH/NGA (Northeast Gas Association), national labs (e.g., Jet Propulsion
Laboratory), and universities (e.g., Stanford, University of California Irvine, Caltech).
SoCalGas conducts research and partners to support state and federal policy goals
broadly ranging from climate change to operational integrity and efficiency. SoCalGas
supports the goals of agencies such as the California Public Utilities Commission
(CPUC), the CEC, the CARB, DOE, and the Pipeline and Hazardous Materials Safety
Administration (PHMSA). For example, SoCalGas and SDG&E have been instrumental
in supporting the Climate Change Adaptation program that is sponsored by the CEC.

SoCalGas is also supporting CARB in establishing a better emissions profile at its meter
set assemblies. SoCalGas is working indirectly with DOE on methane sensor research.
Further, we are working with environmental groups, such as the Environmental Defense

Fund, supporting research on methane emissions from the natural gas value chain.

SoCalGas recently presented to the National Academy of Science the results of our
Advanced Meter analytics, which is helping to find and quantify leaks downstream of the
gas meter. SoCalGas is investigating and researching a range of engineering data
analytics tools (e.g., machine learning) that may access and derive value from the internal
and external data sources. These tools may be used to create predictive and prescriptive
models that may help evaluate the health of related gas assets and recommend actionable
steps to optimize engineering outcomes.

Gas Engineering-Related Capital for Transmission and Storage: This discussion details
capital needed for acquiring essential tools, equipment, land rights, and the Supervision

and Engineering Pool that support Transmission and Storage operations.

DRH-5
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¢ Renewable Gas (RG): Gas Engineering is supporting an increasing number of RG
projects and initiatives through design of interconnect facilities, gas quality evaluation,
and assessment of system capability to receive RG sources. Examples of the increasing
number of RG projects include biogas from landfills, waste treatment facilities and dairy

farm operations (SB 1383%).

SoCalGas and SDG&E take a shared-service approach to many natural gas pipeline
operator responsibilities, especially in Gas Engineering. The shared-service approach benefits
both Utilities and their ratepayers by enabling the Utilities to pool their collective knowledge,
experience, engineering expertise and intellectual property.

In preparing the Test Year 2019 (TY 2019) forecast for this testimony, a review of
historical spending and an assessment of future requirements was conducted. Because of the
mature nature of the activities, most of the forecasts rely upon a five-year (2012 through 2016)
average. In total, SoCalGas requests the Commission adopt a TY 2019 forecast of $26,629,000
for Gas Engineering O&M expenses, which is composed of $12,226,000 for non-shared service
activities and $14,403,000 for shared service activities. SoCalGas also requests the Commission
adopt forecast capital expenditures for years 2017, 2018, and 2019 of $12,622,000, $13,361,000
and $14,101,000, respectively.

B. Summary of Safety and Risk-Related Costs

Certain costs supported in my testimony are driven by risk mitigation activities described
in SoCalGas and SDG&E’s November 30, 2016 Risk Assessment Mitigation Phase (RAMP)
Report.* This testimony is sponsoring incremental costs associated with Records Management
and Climate Change Adaptation and capital investments related to Catastrophic Damage
Involving High-Pressure Pipeline Failure. How these risks are driving costs in Gas Engineering

are described in the RAMP portion of this testimony and each individual workpaper group.

3 Sen. Bill No. 1383 (2015-2016 Reg. Sess.), “Short-lived climate pollutants: methane emissions: dairy
and livestock: organic waste: landfills.”

41.16-10-015/1.16-10-016 Risk Assessment and Mitigation Phase Report of San Diego Gas & Electric
Company and Southern California Gas Company, November 30, 2016. Available at:
https://socalgas.com/regulatory/116-10-016.shtml. Please refer to the Risk Management testimony
chapters of Diana Day and Jamie York (Exhibit SCG-02/SDG&E-02, Chapters 1 and 3, respectively) for
more details regarding the SoCalGas RAMP Report.

DRH-6
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O&M-related RAMP costs and capital-related RAMP costs are summarized in Tables DRH-2

and DRH-3 respectively.

Table DRH-2

Southern California Gas Company
Summary of O&M RAMP Overlay

GAS ENGINEERING (In 2016 $)

2016 TY 2019
. Embedded Estimated Total
RAMP Risk Chapter Base Costs Incremental (000s)
(000s) (000s)
SCG-8 Records Management 5,442 522 5,964
SCG-9 Climate Change Adaptation 230 1,290 1,520
Total O&M 5,672 1,812 7,484
Table DRH-3
Southern California Gas Company
Summary of Capital RAMP Overlay
GAS ENGINEERING (In 2016 $)
2017 2018 2019
. Estimated Estimated Estimated
RAMP Risk Chapter RAMP Total RAMP Total | RAMP Total
(000s) (000s) (000s)
SCG-4 Catastrophic Damage
Involving High-Pressure Pipeline 2,245 2,245 2,245
Failure
Total Capital 2,245 2,245 2,245

C. Summary of Aliso Related Costs

In compliance with D.16-06-054,° the Aliso Incident Expenditure Requirements

testimony of Andrew Steinberg (Exhibit SCG-12) describes the process undertaken so the 2019

Test Year forecasts do not include the additional costs from the Aliso Canyon Storage Facility

gas leak incident (Aliso Incident), and demonstrates that the itemized recorded costs are removed

from the historical information used by the impacted GRC witnesses.

As aresult of removing historical costs related to the Aliso Incident from Gas

Engineering adjusted recorded data, and in tandem with the forecasting method(s) employed and

described herein, additional costs of the Aliso Incident response are not included as a component

3 See D.16-06-054, (Conclusions of Law 75) at 324, and (Ordering Paragraph (OP) 12) at 332.
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of my Test Year 2019 funding request. Historical Gas Engineering costs that are related to the
Aliso Incident are removed as adjustments in my workpapers, Exhibit SCG-09-WP, and also
identified in Table DRH-4 below.

Table DRH-4
Southern California Gas Company
Gas Engineering Historical Adjustments to Remove Aliso Incident Costs

GAS ENGINEERING (In 2016 $)
2015 2016 Total
Workpaper Adjustment | Adjustment (000s)
(000s) (000s)
2EN000.000, GAS ENGINEERING -5 -99 -104
ANALYSIS CENTER, NGV
and ELECTRICAL FIELD MAINTENANCE
2EN001.000, LAND SERVICES & RIGHT OF 0 -53 -53
WAY
Total Non-Shared Services -5 -151 -156
2200-0300.000, DIR ENG & TECH SERVICES 0 -7 -7
2200-0309.000, MRC MANAGEMENT & 0 -4 -4
SPECIAL PROJECTS
2200-0310.000, MEASUREMENT & DESIGN 0 0 0
2200-0311.000, MEASUREMENT 0 -4 -4
TECHNOLOGIES
2200-0320.000, RESEARCH & MATERIALS 0 -43 -43
2200-0320.001, 2200-2300 PIPELINE 0 -30 -30
MATERIALS
2200-0323.000, RESEARCH PLANNING & 0 -5 -5
DEVELOPMENT
2200-1178.000, ENGINEERING ANALYSIS -21 -59 -79
CENTER - CHEMICAL LAB
2200-2487.000, ELECTRICAL DESIGN 0 -1 -1
Total Shared Services -21 -152 -173
Total O&M -26 -303 -329

D. Summary of Costs Related to Fueling our Future (FOF)

As described in the Fueling Our Future Policy testimony of Hal Snyder and Randall
Clark (Exhibit SCG/SDG&E-03), the Utilities kicked off the Fueling Our Future (FOF) initiative
in May 2016, to identify and implement efficient operations improvements. My testimony
addresses FOF initiatives that result in improvements in the Land Services and Right-of-Way

department of SoCalGas (See Section III-B-1). These FOF benefits are shown as downward

DRH-8
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adjustments to my forecasted costs, thus capturing the benefit to ratepayers. Table DRH-5

provides a summary of the FOF cost efficiencies described in my testimony:

Table DRH-5
Southern California Gas Company
Summary of FOF Costs
GAS ENGINEERING (In 2016 $)
Estimated 2017 | Estimated 2018 | Estimated 2019

FOF O&M (000s) (000s) (000s)
FOF-Implementation 11 0 0
FOF-Ongoing/<Benefits> -7 -45 -55

Total O&M 4 -45 -55

II. RISK ASSESSMENT MITIGATION PHASE AND SAFETY CULTURE

A. Risk Assessment Mitigation Phase (RAMP)

Gas Engineering supports SoCalGas and SDGE’s enterprise risk management approach
by identifying engineering or land services-related risk issues that become part of the risk
registry. The process Gas Engineering uses is consistent with other utilities and agencies, and
the Securities and Exchange Commission (SEC) guidance® issued in 2010 that required that
publicly traded companies “consider climate change and its consequences”.

To that end, my testimony includes specific risk mitigations identified in three RAMP
chapters. Two of the RAMP chapters (SCG-8 Records Management and SCG-9 Climate Change
Adaptation) identify incremental expenditure in my testimony and one RAMP chapter (SCG-4
Catastrophic Damage Involving High Pressure Pipeline Failure) is related to capital investments.

SCG-8 Records Management: Part of the SCG-8 Records Management RAMP chapter
is included in my testimony and GRC request. It is included because Gas Engineering provides
the drafting and designs of the gas infrastructure and gas facilities. For example, Gas
Engineering is continuing its material traceability project. The material traceability project
allows for the traceability of pipe and related components from initial receipt from a supplier
through installation and then will relate the operational maintenance activities until permanent

removal from service. This can help to improve compliance with recently passed’ and/or

¢ See Securities and Exchange Commission, Commission Guidance Regarding Disclosure Related to
Climate Change, 17 CFR Parts 211, 231, and 241 (February 8, 2010), available at:
https://www.sec.gov/rules/interp/2010/33-9106.pdf.

7 See e.g., Cal. Pub. Util. Code § 958; see also D.11-06-017.
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emerging regulations® mandating the maintenance of traceable, verifiable, complete, and readily
available documentation.

A potential alternative to the records management, discussed above, is to maintain the
current records management approach. This alternative is not sustainable because it can hinder
SoCalGas’ ability to meet recently passed and/or emerging regulations and will not allow
SoCalGas to nimbly respond when parts or components have been recalled due to defects. For
example, with these new tools we can more readily find the defected part and replace them. See
Table DRH-2.

SCG-9 Climate Change Adaptation: The risk mitigations proposed in the Climate
Change Adaptation RAMP chapter are included in my testimony and GRC request because Gas
Engineering is responsible for the Geological Hazard Mitigation Program that performs the
analysis and recommendations related to geological, civil and structural engineering design
impacted by weather- and climate-driven events. One example of that responsibility is the
recommendation for strain gauges on pipelines that may be vulnerable to landslides and to
monitor the landslide areas for movement using sophisticated new tools such as satellite
monitoring integrated into our Geographic Information System (GIS).

As an alternative, SoCalGas considered reducing satellite monitoring efforts in favor of
static land movement information provided by publicly available government web sites. This
data would not indicate actual land movement, but instead would provide information that the
area is prone to a landslide. As a result, the data would not be useful for predicting potential
failure of pipelines from land movement and thus not helpful for preventing damage to pipelines.
See Table DRH-2.

SCG-4 Catastrophic Damage Involving High Pressure Pipeline Failure: Part of the
SCG-4 Catastrophic Damage Involving High Pressure Pipeline Failure chapter is included in my
testimony and GRC request. It is included because the Engineering Analysis Center within Gas
Engineering provides the mandatory 49 Code of Federal Regulations (CFR) 192 Subpart L —

Operations requirements to odorize the gas in the gas infrastructure and gas facilities. The

8 Dept. of Transportation, PHMSA; Notice of Proposed Rulemaking, Pipeline Safety: Safety of Gas
Transmission and Gathering Pipelines, 81 Fed. Reg. 68, 20722 (April 8, 2016) (codified at 49 C.F.R. Pt.
191 and 192).
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capital request in this testimony addresses investments in odorization equipment and techniques
for pipeline systems.

An alternative could be to rely on a third party to ensure adequate odorization. However,
given the mandatory odorization requirements in 49 CFR Part 192, it is not reasonably viable to
rely on a third party for a primary critical safety issue. See Table DRH-3.

B. Safety Culture

As a general matter, Gas Engineering supports SoCalGas and SDG&E’s safety culture by
developing policies and standards; complying with applicable laws, regulations, and internal
policies; designing and building a system that supports safe, resilient and reliable delivery of gas;
communicating with stakeholders on engineering-related issues that impact safety; and using
data and analytics to help make informed decisions related to infrastructure safety management.
Gas Engineering enhances the safety culture by providing this support to gas operations for both
Utilities.

More specifically, for example, Gas Engineering supports SoCalGas’ and SDGE’s safety
culture and its objective of a safe, resilient and reliable system by supporting major projects.
Major projects can include the Pipeline Safety Enhancement Plan (PSEP), mobile home master
meter program, high speed rail, large transmission, distribution and storage projects, and
compressor station upgrades. Gas Engineering supports these projects by providing engineering
governance on infrastructure designs, hydrostatic testing, and any other related issues on major
projects.

Gas Engineering utilizes data and analytics to evaluate the gas system to recommend
capital expenditures associated with system improvements. These improvements are driven by
the objective to create a safe, resilient and reliable gas system. This data analysis process
requires asset, data, document, and analytical systems to capture, monitor, and model asset
health. These systems can be used to help prevent and predict likelihood and consequence of an
asset failure. The outcome of this analysis is the identification of asset risks and the design and
implementation of mitigation efforts.

Finally, Gas Engineering promotes continuous improvements by facilitating Process
Hazard Analysis (PHA) where appropriate to ensure designs of equipment are safe. Further, Gas
Engineering promotes quality assurance and quality control policies to ensure the gas

infrastructure is built to appropriate gas industry standards and best practices. Gas Engineering
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performs root cause analysis of incidents and makes recommendations for process, policy or

equipment changes.

III.  NON-SHARED OPERATIONS AND MAINTENANCE COSTS

“Non-Shared Services” are activities that are performed by a utility solely for its own

benefit. Table DRH-6 summarizes SoCalGas’ total non-shared O&M forecasts for the listed cost

categories.

Table DRH-6

Southern California Gas Company
Non-Shared O&M Summary of Costs

GAS ENGINEERING (In 2016 $)

2016 Adjusted- TY 2019
Categories of Management Recorded Estimated Change (000s)
(000s) (000s)
A. GAS ENGINEERING 5,680 8,600 2,920
B. LAND SERVICES & RIGHT OF 2.106 3.626 1,520
WAY
Total Non-Shared Services 7,786 12,226 4,440

A. Gas Engineering

Included in this section of the testimony are activities and associated O&M expenses to

address the core Gas Engineering duties in the (1) Engineering Analysis Center (EAC), in the

(2) Measurement, Regulation, and Control (MRC), and in the (3) Engineering Design

departments that are strictly non-shared for SoCalGas. The first category includes the EAC and

MRC cost centers, and the second category includes the Civil, Structural, and Hazard Mitigation

group in the Engineering Design department. These activities and expenses are summarized in

Table DRH-7 below and are broken down into two categories.

Table DRH-7

Southern California Gas Company
SoCalGas Non-Shared Gas Engineering Costs

GAS ENGINEERING (In 2016 $)

2016 Adjusted- TY 2019
A. GAS ENGINEERING Recorded Estimated Change (000s)
(000s) (000s)
1. EAC, NGV, AND ELECTRICAL
FIELD MAINTENANCE 3,38 6,083 343
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2. CIVIL, STRUCTURAL, AND
HAZARD MITIGATION 142 2,517 2,375
ENGINEERING
Total 5,680 8,600 2,920
1. Engineering Analysis Center & Measurement, Regulation, and
Control
a. Description

Under the broad category of non-shared Engineering Analysis Center (EAC) and
Measurement, Regulation, and Control (MRC), many core engineering activities are performed
to maintain safe, resilient and reliable operations and support to the various organizations at
SoCalGas. Below is a list of those cost centers:

e 2200-0301 and 2200-1199 - oversight and administration

e 2200-1179 - material and equipment group

e 2200-1180 - air quality and compressor services

e 2200-1200 - applied technologies

e 2200-2265 - field support to perform and maintain safe, resilient, compliant and
reliable operation and support to the NGV stations and other facilities such as
gasoline fueling stations.

b. Forecast Method

The forecast method developed for this cost category” is a five-year average because it
best reflects the costs associated with this mature organization and better accounts for the work
that ebbs and flows over time. As compared to the 2016 recorded expense, the five-year average
corrects for the low recorded expenses, and provides the expected increase in work that cycles
over a five-year period. However, SoCalGas anticipates increasing requirements for personnel
and non-labor cost in which additional staffing and resources are identified and described in the

cost drivers below. These incremental costs have been added to the five-year average.

% The forecast in this workpaper is shown in its historically non-shared form. This forecast incorporates
new programs and activities that are expected to support both SoCalGas and SDG&E. This workgroup
will be reclassified as utility shared services at that time.
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c. Cost Drivers

The cost drivers behind this forecast are divided into two aspects. The first aspect is
related to new regulations or requirements in the EAC; specifically, Non-Destructive
Examination (NDE), RG-related costs, Advanced Meter device evaluation, coating inspector and
applicator qualifications, and engine analysis and condition monitoring.!® The second aspect is
related to the increased resources needed to support the increased number of NGV stations. For
the breakdown of cost adjustments, refer to my workpaper, Exhibit SCG-09-WP.

2. Civil, Structural, and Hazard Mitigation Engineering
a. Description

This category of non-shared Civil, Structural, and Hazard Mitigation Engineering within
the Engineering Design department encompasses the costs and forecast related to ongoing
structural engineering design and new hazard mitigation programs. The hazard mitigation
programs include but are not limited to mitigation related to geological hazards and climate
change related risks. The cost center for this category is 2200-2271.

b. Forecast Method

The forecast method developed for this cost category'! is a base-year because it best
reflects the costs of this Engineering Design group. SoCalGas anticipates increasing mitigation
programs to be implemented within this group and therefore additional staffing and resources are
identified and described in the cost drivers below. These incremental costs have been added to
the base-year. Other forecasting methodologies, including five-year, are not appropriate because
Engineering Design is responsible for new enhanced monitoring, specifically satellite
monitoring, which did not occur in previous years.

c. Cost Drivers

The cost drivers behind this forecast include resources to manage the Geological Hazard
Engineering program, which includes an enhanced seismic mitigation program, strain gauge
programs, and Climate Change Adaptation proposed in the RAMP filing. For the breakdown of
cost adjustments, refer to my workpaper, Exhibit SCG-09-WP.

' New Regulations and requirements include Sen. Bill No. 1383 and SED’s closure letter for the Sempra
NDE Compliance Audit GA2014-35.
" Supra note 9.
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B. Land Services and Right-of-Way

Under the category of Land Services and Right-of-Way, there are two main categories
discussed for SoCalGas. The first category is the general expenditures in the Land and Right-of-
Way department detailed in Table DRH-8, and the second category is the request for (1) a two-
way balancing account for the Morongo Right-of-Way renewal efforts and (2) a memorandum
account to record pre-construction costs related to analyzing the potential for relocating
SoCalGas’ lines around the Morongo reservation.

Table DRH-8
Southern California Gas Company
SoCalGas Non-Shared Land Services and Right of Way Costs

GAS ENGINEERING (In 2016 $)

B. LAND SERVICES & RIGHT OF 2016 Adjusted- TY 2019
WAY Recorded Estimated Change (000s)
(000s) (000s)
1. LAND SERVICES & RIGHT OF
WAY 2,106 3,626 1,520
Total 2,106 3,626 1,520

1. General Land and Right-of-Way
a. Description

SoCalGas has a vast pipeline network traversing public and privately held lands. The
Land and Right-of-Way group for SoCalGas within Gas Engineering manages the necessary
property rights that allow for the access, operation, and maintenance of our pipeline
infrastructure on public and private properties. Compensation for the property interests needed is
provided according to specific provisions of the contractual arrangements that allow for access,
operation, and maintenance of our pipeline infrastructure placed on those lands. As part of its
business need, SoCalGas provides compensation for these necessary property rights to allow its
natural gas assets to traverse both public and private properties. The cost centers for this
category are 2200-0315, 2200-2368, and 2200-2472.

b. Forecast Method

The forecast method developed for this cost category both for labor and non-labor is the
five-year linear method. This method is most appropriate because the historical data indicate

that activities and staffing levels have been steadily increasing, and this trend is expected to
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continue. The forecast for non-labor costs includes the Rights of Way lease payments. Other
forecast methodologies, such as the five-year average methodology, are not appropriate because
they do not account for the steady historical increases such as governmental increases in fee
schedules.

c. Cost Drivers

The cost drivers and forecasts contain a high level of uncertainty however historical
expenditure in this cost category shows a steady increase. This uncertainty level is often driven
by negotiated terms based on contractual arrangements and influenced by the perceived value of
the access and possible viable alternatives as well as governmental fee schedule updates. For
example, the Bureau of Land Management has a 10-year forecasted fee schedule with the ability
to increase fees every five years.

In support of the FOF initiatives discussed in the introduction section of my testimony,
the Land and Right-of-Way department identified FOF benefits that have been included in the
forecast. These FOF benefits are shown as downward adjustments to my forecasted costs, thus
capturing the benefit to ratepayers. The first FOF idea, Idea #660, includes the initiative to
create a central database for land and right-of-way mapping surveys collected internally and
externally. The second FOF idea, Idea #670, included the benefit of digitized and searchable
databases of land right documents, eliminating hard-copy archive cost while optimizing time
locating documents. For the breakdown of cost adjustments and benefits, refer to my
workpapers, Exhibit SCG-09-WP.

2. Morongo Rights-Of-Way

a. Description and Background

SoCalGas operates three gas transmission pipelines (Lines 2000, 2001, and 5000) that
cross federal land held in trust for the Morongo Band of Mission Indians (Reservation) near
Cabazon, Californi