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SOUTHERN CALIFORNIA GAS COMPANY

2009 BIENNIAL COST ALLOCATION PROCEEDING (A.08-02-001)

(3rd DATA REQUEST FROM INDICATED PRODUCERS – IP-03)
______________________________________________________________________


QUESTION 1:

1 Data Request 1.4, in IP’s second set of DRs, asks about the guidelines that the System Operator will follow in making purchases and sales of gas for reliability purposes.  The following response was provided:

No specific guidelines have been developed to date. It is generally anticipated that gas will be purchased on the basis of the physical need of the system at a price that will ensure delivery of gas.  After gas is purchased, it will be sold as soon as is practicable in order to reduce costs to end-use customers.  After approval by the CPUC of any contracts resulting from an RFO, the guidelines and procedures for meeting the physical flowing supply needs will be included in those contracts.

1.1 Please explain how selling gas “as soon as is practicable” will reduce costs to end-use customers.  

1.1.1 What factors will SoCalGas use to determine whether or not to sell gas purchased to meet an MFO?  

1.1.2 Are there conditions under which SoCalGas will sell purchased gas at a loss?  

1.2 If the gas is not sold on the day on which it is purchased, what additional costs beyond commodity costs will be incurred in the SRMA?  

1.2.1 Will the System Operator incur storage or parking rates if it holds the gas until it is sold?  If so, what rate will be charged for these services?

1.3 Identify all categories of “costs to end-use customers” that the SO would seek to reduce.  

RESPONSE 1.1:
SoCalGas believes that it is likely that during times in which it will be buying gas for system reliability, gas prices will be high and those prices will decline in the coming days. By selling the gas as soon as practicable it will minimize the time between purchasing and selling gas and thereby reduce the magnitude of the difference between cost of gas purchased and the price sold.  

RESPONSE 1.1.1:

All gas purchased to meet a minimum flowing supply requirement will be sold.  SoCalGas currently expects to use publicly available market data, such as gas futures prices, to determine whether it is beneficial to sell such gas sooner or later.

RESPONSE 1.1.2:

Yes, as described above, purchases will be made when prices are high and decline in the coming days, therefore it is more likely than not, that the gas will be sold at a loss. However, SoCalGas would endeavor to minimize such losses.

RESPONSE 1.2:

While SoCalGas had not specifically indentified such costs, it would be reasonable to recover at least the variable costs of storage if they are incurred, and they would be recovered through the SRMA.
RESPONSE 1.2.1:

SoCalGas had not considered recovery of storage or parking costs for holding purchased MFO gas since the plan was to sell the gas within days of its purchase, however it would be reasonable to recover variable storage costs and cost to use the storage assets, if they are incurred due to an extended period between when the gas was purchased and sold.

RESPONSE 1.3:

All costs incurred by the System Operator to ensure sufficient supplies flow to meet operational minimums including but not limited to, cost of transportation on other pipelines, payment for flow guarantees, losses on gas commodity purchased and variable costs of storage and parking are what the SO will attempt to reduce.
QUESTION 2:

2 Data Request 1.5, in IP’s second set of DRs, asks for an explanation of the specific steps the System Operator will use in making gas purchases for reliability purposes, including the process for contacting gas sellers or buyers, receiving bids or offers, and deciding which bids or offers to accept.  The following response was provided:

As previously described in this proceeding and approved in D. 07-12-019 SoCalGas plans to solicit through an RFO process, contracts to support the minimum flow requirement and to execute the contractual arrangements for service/purchases to maintain system reliability, i.e. having sufficient gas delivered to the Southern System to meet load requirements.  SoCalGas is planning on conducting the RFO process and filing the agreements for CPUC approval during the 4th quarter of 2008 or the 1st quarter of 2009.  Once the agreements are in place, SoCalGas will exercise them in the least cost manner to meet the requirements of the System Operator.  In addition to these exchanges, SoCalGas may enter the market as a buyer and seller if and when the exchanges are not sufficient to meet system requirements or when opportunities exist to obtain a lower cost than by exercising an exchange.  When SoCalGas enters the market as a buyer and seller, it will use the options afforded by the marketplace, such as ICE, brokers, and direct solicitations.  SoCalGas’ preference will be to act through ICE and the broker markets; it will use direct solicitations as a last resort.  

2.1 Will the RFO seek specific products?

2.2 Describe the terms and conditions of an “exchange” as used in the above-referenced response.

2.3 Will natural gas purchase and sale transactions made using ICE, brokers and direct solicitations be posted on the EBB?  If so, what details will be provided?  If not, why not?

2.4 When, if ever, would the System Operator contact the Utility Gas Acquisition Department directly to purchase or sell gas related to the MFO?

RESPONSE 2.1:
The RFO will seek proposals for any solutions that could be used in meeting the minimum flow requirements in the Southern System.  These may include gas exchange agreements, guaranteed gas delivery agreements, and purchase agreements.  The RFO may be viewed at http://www.socalgas.com/business/systemReliability/
RESPONSE 2.2:
For example, the RFO defines that a proposal could be presented whereby under a gas exchange agreement, the Respondent would deliver an amount of gas into SoCalGas’ Southern System at the El Paso SoCal Ehrenberg delivery point or at the TGN Otay Mesa delivery point in exchange for a like amount of gas at the SoCalGas Citygate.  Please see the RFO link in 2.2.

RESPONSE 2.3:
No, except as required by Affiliate Transaction Rules.  See answer to IP-02, Q.1.7

RESPONSE 2.4:
The System Operator Hub, who would be managing acquiring the flowing supply needed, could contact the Utility Gas Acquisition Department directly. Specifically, to the extent that the Utility Gas Acquisition Department responds to the RFO, direct contact must take place in order to finalize the terms and conditions of any agreement.  Subsequently, depending on the type of arrangement, direct contact will be necessary during times when supplies are needed and the System Operator implements the terms of the agreement.
QUESTION 3:

Data Request 1.7 in IP’s second set of DRs asks whether the System Operator’s reliability role could be adversely impacted if required to post spot market purchase and sale information on the electronic bulletin board (EBB).  The following answer was provided:

SoCalGas has not studied the possible adverse impacts on the System Operator’s reliability role as it is not proposing any posting requirements. In general, however, SoCalGas believes that the reliability function of the System Operator would not be affected by an EBB posting requirement.  Rather, the impact of such posting requirement would be on the price paid for natural gas.  Once the market discerns that the Utility is in a must-buy or must-sell situation, it will raise the cost for purchased gas supply or services to ensure delivery of gas.  Any information provided to the market, including one-month postings, will provide insight into future Utility procurement patterns, potentially leading to higher costs for all end-use customers. 

3.1 Please explain how posting information related to the purchases and sales of natural gas needed to maintain the Blythe minimum flow obligation can impact the price paid for natural gas.

3.2 If purchase and sale transaction prices are posted one week following the transaction, can this information be used to raise the cost of gas supplies?  If so, please explain how.

3.3 If purchase and sale transaction prices are posted one month following the transaction, can this information be used to raise the cost of gas supplies?  If so, please explain how.

3.4 If purchase and sale transaction prices are posted one year following the transaction, can this information be used to raise the cost of gas supplies?  If so, please explain how.

3.5 Can the System Operator limit market response to its transactions by entering into contracts to ensure firm deliveries through the Blythe or Otay Mesa receipt point?

RESPONSE 3.1:
SoCalGas believes that gas producers and marketers, like other participants in competitive markets, will seek to use any and all information that will improve their positions, which includes getting the best price for their products.  Posting of purchase and sale information by the System Operator will provide such information to the market participants and potentially detrimental effects on future transactions which will raise costs to end-use customers.

RESPONSE 3.2:
Please see response 3.1.

RESPONSE 3.3:
Please see response 3.1.

RESPONSE 3.4:
Please see response 3.1.

RESPONSE 3.5:
Yes, to the extent such arrangements limit the number of times the System Operator has to enter the market, and then they would thereby limit negative market response.  Such arrangements may be accomplished through contracts arising from responses to the RFO. 
QUESTION 4:
Data Request 2.3, in IP’s second set of DRs, asks whether SoCalGas/SDG&E contend that the administration of the tools should not be subject to a reasonableness review.  The following response was provided:

Yes, for the reasons set forth in the testimony of Mr. Schwecke.  The System Operator should focus on maintaining safe and reliable operation of the system and not whether its actions will be second-guessed in a subsequent reasonableness review process.

4.1 Will the actions taken by System Operator to address Southern System reliability vary depending upon whether or not it is subject to a reasonableness review process?  If so, please clarify how.

4.2 If there is no reasonableness review of the SRMA, how can the Commission be certain that SoCalGas (a) has minimized costs to end-use customers and (b) has not used its position as SO to benefit shareholders through transactions with the Gas Acquisition Department or Sempra affiliates?

RESPONSE 4.1:
It may, since the System Operator will have to consider this when evaluating the southern system’s operational requirements and the need for additional supplies to be acquired by the System Operator Hub.  SoCalGas’ Gas Control primary concerns are system reliability and safety (as we believe are also the primary concerns of the Commission).  Actions may be necessary to preserve both, and Gas Control will need to take action without the luxury of considering cost.  Gas Control should not have to consider that Utility shareholders may have to bear some of the costs of maintaining reliability through an after-the-fact hindsight review when it makes it decisions on how to meet a minimum flow requirement.  If it did have to consider that possibility, Gas Control would be inappropriately incented to run the system closer to the margin and may hesitate in making a decision to instruct the System Operator Hub to acquire additional supplies and incur those costs.  Such actions could increase the possibility that reliability will not be met and customers may lose service.

In addition, the steps the System Operator Hub takes are fairly limited in flexibility.  As indicated in Mr. Schwecke’s testimony, any approved contract(s) that meets the needs of supplies required would be exercised, and on a least-cost basis.  If those contracts did not meet the supply needs and the response to an SSFO was insufficient, then the System Operator would purchase gas on the spot market.  SoCalGas has proposed that any gas purchased would be sold as soon as practicable, which may be the next day or within a few days.  In any case, the ability and decision to sell will depend more on capability (willing buyers) rather than on price.  If, as some parties have suggested, the System Operator Hub needs to take different actions to minimize costs, specific procedures should be defined so independent choices by the System Operator are limited and any subsequent call for reasonableness could be avoided.

RESPONSE 4.2:

The Remedial Measures adopted by the Commission generally limit communication between the System Operator groups and the Utility Gas Acquisition, as such, these groups can not tell whether an action may or may not assist Gas Acquisition.  Further, as described in 4.1, Gas Control’s paramount focus is to manage system reliability and safety.  While we strongly believe a hindsight reasonableness review is an unnecessary distraction from that focus, it’s impossible to imagine Gas Control to even consider any potential financial benefits to Gas Acquisition or affiliates before taking any actions.  

The Commission will also review and approve all contracts arising from the RFO and approves all tools the System Operator may use for Southern System reliability (as required by D.07-12-019.)  Furthermore, any transactions with affiliates must and shall adhere to Affiliate Transaction rules.  Finally, as explained in IP-02, Q.1.5, when SoCalGas enters the market as a buyer or seller outside of these contracts, its preference will be to act through ICE, where transactions are anonymous.
QUESTION 5:
Data Request 3, in IP’s second set of DRs, seeks to understand how the SRMA 
reasonableness review adopted in the Omnibus case would vary from the review process in the “annual update of the regulatory account balances” referenced by Rodger Schwecke in his testimony on pages 17-18.  The following response was provided: 

The Commission currently conducts no reasonableness reviews in connection with core purchases.  

The review described by Mr. Schwecke differs from the SRMA reasonableness review approved in the Omnibus decision in that the review process approved in D.07-12-019 calls for a separate and specific filing regarding actions by the System Operator taken in order to maintain system reliability.  That process would place shareholders at additional risk for disallowance of historical costs based not upon whether proper operations were observed, but rather upon hindsight review of the costs incurred.  What is lost with this approach, however, is an understanding of the circumstance occurring on a given day that gave rise to particular costs.  If the Utility is also not allowed to include those costs in rates within a reasonable amount of time (i.e., as close to when they were incurred as possible), the Utility shareholders would incur carry-costs for the costs to maintain reliable system operations.

5.1 How does the Commission currently ensure that SoCalGas’ purchases of core gas are reasonable?

5.2 Please clarify the nature of information supplied by the utilities in an “annual update of the regulatory account balances.”

5.3 Clarify whether the referenced “annual update of the regulatory account balances” takes place through the filing of an application or an advice letter.

5.4 Does the “annual update of the regulatory account balances” reveal how costs in various accounts were incurred?  

5.5 Does the “annual update of the regulatory account balances” expose shareholders to any risk of disallowance?

5.6 Is it the utilities’ position that an SRMA reasonableness review would fail to consider the circumstances under which SRMA costs are incurred?

RESPONSE 5.1:

DRA audits SoCalGas’ GCIM annually and publishes a Monitoring and Evaluation Report.  The most recently published report is for GCIM Year 14 for the time period April 1, 2007 through March 31, 2008.  

RESPONSE 5.2:
On an annual basis, SoCalGas files an advice letter (AL) in mid-October to update transportation rates effective January 1 for the subsequent year based on the projected year-end regulatory account balances for the current year.  The AL describes the change between the current and proposed amortization of regulatory account balances and indicates the impact on the transportation revenue requirement for core and noncore customers.
RESPONSE 5.3:
Advice Letter
RESPONSE 5.4:
As a supplement to the annual AL filing, SoCalGas provides workpapers detailing the annual activity by month for each regulatory account.  The activity shows the types of costs incurred and revenues recorded usually for the first eight months and forecasted costs and revenues for the remaining four months of the year.
RESPONSE 5.5:
Yes, the Commission always has the opportunity to challenge our forecasted or projected year-end balances in the regulatory accounts.

RESPONSE 5.6:
The utilities are concerned that in a hindsight review of SRMA costs, such as in a reasonableness review, it could be very difficult for parties to fully realize the operational conditions that were occurring when the utilities made critical decisions that impacted the SRMA.

QUESTION 6:
Data Request 4.1, in IP’s second set of DRs, asks for clarification regarding the term “Southern System.”  It also sought information regarding the typical summer and winter loads on the “Southern System” by utility service area.  The following response was provided:

The Southern System is composed of the SoCalGas pipelines from the Blythe receipt point to the City Gates at Brea and Puente Stations, incorporating the SDG&E system and the Imperial Valley local transmission system.  Typical summer and winter load for SDG&E and SoCalGas (excluding SDG&E demand) are 320 MMcfd summer/400 MMcfd winter for SDG&E and 430 MMcfd summer/500 MMcfd winter for SoCalGas.

6.1
In discussing the typical summer and winter load for SDG&E and SoCalGas, did the utilities intend to exclude “SDG&E electricity department demand”?  If not, please clarify the last statement of the response.

6.2
What is typical summer and winter load for SDG&E including SDG&E’s electric department demand?

6.3
What have been the peak summer and winter loads for SDG&E from 2000-2008?  Provide data for SDG&E both including and excluding natural gas demand associated with its electric department.

RESPONSE 6.1:

The SDG&E electric generation demand is included in the demand figures for SDG&E in Response 4.1 to IP’s second data request.

RESPONSE 6.2:
Please refer to Response 4.1 in IP’s second data request.  Typical summer and winter demand for SDG&E is 320 MMcfd and 400 MMcfd, respectively, which includes electric generation demand.

RESPONSE 6.3:
Please refer to the attached file.
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QUESTION 7:
7. Data Request 4.6, in IP’s second set of DRs, asks whether the Utility Gas Control Department or the System Operator determines the need to call an SSFO.  The following response was provided:

The Utility Gas Control Department determines the quantity of gas needed to meet a minimum flow requirement in the Southern System and determines whether the HUB needs to obtain supplies in the Southern System.  After the HUB has exercised all its prior approved contracts, the Utility Gas Control Department will determine if the need exists to call a SSFO.

7.1
Please identify the factors that are evaluated when the Utility Gas Control Department would consider in determining the need to call an SSFO.  Please also explain how each of these factors influences the Utility Gas Control Department’s decision.

7.1.1
Would the Utility Gas Control Department only call an SSFO if the difference between the following is a positive number: (a) the quantity of gas needed to meet the minimum flow requirement and (b) the sum of gas that will be provided through prior approved contracts and scheduled supplies through the Blythe and Otay Mesa receipt points?

7.1.2
Does the Utility Gas Control Department consider the feasibility of varying line pressure to help satisfy the minimum flow requirement?  Please explain your response.

7.2
If the System Operator elects to satisfy the minimum flow requirement through purchases of gas, explain what procedures will be used to purchase or sell gas supplies from: 

7.2.1
Sempra affiliates; and

7.2.2
The Gas Acquisition Department.

7.3
Will any guidelines apply to System Operator purchases and sales from 

7.3.1
Sempra affiliates; and

7.3.2
The Gas Acquisition Department.

7.4
Will the System Operator be involved in SoCalGas/SDG&E:

7.4.1
Transmission planning?

7.4.2
Storage facility planning?

If the System Operator is not involved in evaluating transmission and storage facility planning, identify the department that evaluates these issues.

RESPONSE 7.1:
The Utility Gas Control department will call an SSFO if the level of supply delivered to the Southern System is still less than the minimum flowing supply requirement after the HUB has exercised its prior approved contracts.
RESPONSE 7.1.1:
Please refer to Response 7.1.

RESPONSE 7.1.2:
If by “varying line pressure to help satisfy the minimum flow requirement” IP means “will the Utility Gas Control Department draft linepack to help satisfy the minimum flowing supply requirement”, the answer is no.  SoCalGas does not have a significant amount of pack and draft capability on its transmission system, and currently uses that capability to meet changes in hourly demand.  Linepack would not be available to meet supply shortfalls on a daily basis.

RESPONSE 7.2.1:
If opportunities exist to purchase gas under contracts arising from the RFO, the System Operator will utilize those Commission reviewed contracts under their associated terms and conditions.  If after implementing a SSFO there are still insufficient supplies into Blythe or Otay Mesa, then the System Operator Hub would need to buy spot supplies.  As indicated in our response to IP-02 Q1.5, SoCalGas’ preference will be to act through ICE and the broker markets, where the counterparty is unknown to us.  SoCalGas may not buy gas commodity from an affiliate unless through ICE or otherwise through a broker on a blind basis.
RESPONSE 7.2.2:
If insufficient reliable supply is available from pre-approved contracts and ICE transactions, the System Operator may have no option but to buy gas from the Gas Acquisition Department as a supplier of last resort.  

RESPONSE 7.3.1:
In addition to procedures outlined in Mr. Schwecke’s testimony and D.07-12-019 for managing Southern System Reliability, affiliate transaction rules and procedures would apply and be scrupulously followed for transactions with Sempra energy affiliates.
RESPONSE 7.3.2:

Please see response to 7.3.1.

RESPONSE 7.4.1:
If what is meant by the System Operator is the HUB, then no, the HUB will not be involved with Transmission planning.  If the System Operator in this case is defined as the Gas Control Department, then, yes, Gas Control will be involved with Transmission planning.

RESPONSE 7.4.2:

If what is meant by the System Operator is the HUB, then no, the HUB will not be involved with Storage planning.  If the System Operator in this case is defined as the Gas Control Department, then, yes, Gas Control will be involved with Storage planning.
QUESTION 8:
8. Data Request 5.9, in IP’s second set of DRs, asks whether the Utilities have estimated the cost impact of the SSFO on end-users and includes the following follow-up questions.  The following response was provided: 

 No.  However, if the Utility System Operator is required to procure the gas required in order to meet a minimum flowing supply requirement, those costs are spread to all customers and could be higher than the cost to an individual party of acquiring its own supplies.

8.1 Please explain why SoCalGas/SDG&E believe the costs incurred by the System Operator to procure needed gas to satisfy the minimum flow obligation “could be higher than the cost to an individual party of acquiring its own supplies.”  In providing a response, clarify SoCalGas/SDG&E’s understanding of the costs an individual party will bear in acquiring supplies to meet the minimum flow obligation.

8.2 Is it just as likely that the System Operator costs could be lower than individual party costs?

RESPONSE 8.1:

SoCalGas/SDG&E estimated that the HUB’s likely sporadic purchase and sale activities for quantities or services beyond that provided in its RFO contracts could place it in a less favorable position in comparison with other parties who are in the gas market regularly to meet their daily and long-term gas needs and, due to that activity, may have different relationships and arrangement with gas suppliers.  We have not investigated all the costs an individual party might bear, but generally we expect the costs to be expressed in the commodity price.

RESPONSE 8.2:

We have not performed any statistical analysis to assess the likelihood that HUB costs could be lower than individual party costs.  
QUESTION 9:
9. Data Request 5.10, in IP’s second set of DRs, asks about the operational impact of not satisfying the Blythe MFO. The following response was provided:

If the System Operator did not have tools to meet the minimum flow requirement on the Southern System and no customer responded to a SSFO: . . . 

Mr. Schwecke’s testimony states on page 20: 

“As an absolute last resort, the Utilities may need to reduce demand and thereby, the need for the minimum flow consistent with their current rules– namely, end-users located in the Moreno-SDG&E-Blythe portion of the transmission system would be affected first. 

Also refer to responses in Question 6.  

9.1 Please identify all steps that would be undertaken by the Utilities to reduce demand under these circumstances.

9.2 Identify the “current rules” would be applied to curtail these loads.

9.3 Are the rules provided in response to DR 9.2 the same as the rules that apply to all other load curtailment?  If not, please explain why the rules differ.

9.4 Would core load be curtailed under any circumstances? If so, identify the circumstances.

RESPONSE 9.1:
SoCalGas/SDG&E would effectuate a curtailment of end-use customer loads in the Moreno-SDG&E-Blythe portions of the transmissions system.

RESPONSE 9.2:

In SoCalGas territory, Rule 23 governs curtailment.  In SDG&E territory, Rule 14 governs curtailment.
RESPONSE 9.3:

They are the same.

RESPONSE 9.4:

While curtailment of any customer is generally very unlikely, the tariff rules governing curtailment do account for core load curtailment.  The rules specify that core load is curtailed only after all other load has been curtailed and all other remedies exhausted.  
QUESTION 10:
10. Data Request 5.11, in IP’s second set of DRs, asks about the factors that can influence Southern System reliability.  The following response was provided:

The percentage of Southern System supply (e.g., supply delivered at Blythe) that is delivered to SDG&E is approximately 15-100% of the SDG&E demand, depending upon (1) the level of demand in San Diego, (2) the amount of supply delivered at Blythe, and (3) the level of demand upstream of SDG&E’s meter on the Southern System.

Please identify the region “upstream of SDG&E’s meter on the Southern System” to which the answer refers.

RESPONSE 10:

The region “upstream of SDG&E’s meter on the Southern System” is described in Response 5.11 to IP’s second data request, and includes Riverside County, Imperial County, southern San Bernardino County, parts of eastern Los Angeles County, and parts of northern Orange County.
QUESTION 11:
11. Data Request 6.1, in IP’s second set of DRs, asks for the minimum level of flowing supplies required in the Southern System (Blythe and Otay Mesa) in MMcf/d for each day in 2000-2008.  The utilities provided an excel chart with these values.
11.1 Please explain why the minimum level of flowing supplies required in the Southern System (Blythe and Otay Mesa) is never below 300,000 Dth?

11.2 The excel chart demonstrates that on January 12, 2007, 708,000 Dth of supplies was needed transmission cycle 1 while 930,000 Dth of supplies was needed for transmission cycles 2, 3 and 4.  Please identify the factors that can cause increases in the MFO between transmission cycles. 

11.3 On each of the days from 2000-2008, please clarify:

11.3.1 The amount of gas that the core had scheduled to flow through the Blythe receipt point.

11.3.2 How much additional gas was procured by the Acquisition group solely to ensure that the MFO was satisfied?
11.3.3 What arrangements the Gas Acquisition Department relied upon to secure these incremental supplies.
RESPONSE 11.1:

300,000 dth/d was determined to be the minimum level necessary to maintain system integrity and reliability.
RESPONSE 11.2:

Please refer to the attached Envoy posting.
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RESPONSE 11.3.1:

SoCalGas Gas Acquisition considers this information confidential
RESPONSE 11.3.2:

The following is a list of all flow days during the 2000-2008 period for which the System Operator had requested Gas Acquisition to support the Blythe minimum flow requirement, and the corresponding volumes requested:
[image: image3.emf]Flow Day Volume Unit 

1/09/2005 460 - 500 MMcf/d

(1)

1/10/2005 520 - 550 MMcf/d

(1)

1/11/2005 520 - 550 MMcf/d

(1)

1/12/2005 520 - 550  MMcf/d

(1)

1/13/2005 430 - 450 MMcf/d

(1)

7/25/2006 500 MMcf/d

(1)

7/26/2006 500 MMcf/d

(1)

7/27/2006 500 MMcf/d

(1)

7/28/2006 400 MMcf/d

(1)

7/29/2006 400 MMcf/d

(1)

7/30/2006 400 MMcf/d

(1)

1/12/2007 200 MMcf/d

(2)

1/13/2007 200 MMcf/d

(2)

1/14/2007 200 MMcf/d

(2)

1/15/2007 200 MMcf/d

(2)

1/17/2007 200 MMcf/d

(2)

1/18/2007 200 MMcf/d

(2)

1/19/2007 200 MMcf/d

(2)

12/13/2007 615 MMcf/d

(1)

12/18/2007 620 MMcf/d

(1)

1/09/2008 576 MMMBtu/d

(1)

1/15/2008 525 MMMBtu/d

(1)

1/17/2008 563 MMMBtu/d

(1)

1/18/2008 585 MMMBtu/d

(1)

1/19/2008 550 MMMBtu/d

(1)

1/20/2008 550 MMMBtu/d

(1)

1/21/2008 595 MMMBtu/d

(1)

1/22/2008 595 MMMBtu/d

(1)

1/23/2008 546 MMMBtu/d

(1)

1/24/2008 556 MMMBtu/d

(1)

1/25/2008 587 MMMBtu/d

(1)

1/26/2008 536 MMMBtu/d

(1)

1/27/2008 530 MMMBtu/d

(1)

1/28/2008 597 MMMBtu/d

(1)

1/29/2008 587 MMMBtu/d

(1)

1/30/2008 587 MMMBtu/d

(1)

1/31/2008 587 MMMBtu/d

(1)

(1)  represents total volumes requested to be delivered at Ehrenberg (Blythe)

(2)  represent additional volumes requested to be delivered at Ehrenberg (Blythe)


RESPONSE 11.3.3:
Gas Acquisition did not have any pre-arranged deals in place to support the Blythe minimum flow requirements.  It managed this obligation by using typical market transactions and its transportation assets.
QUESTION 12:
12. Data Request 6.2, in IP’s second set of DRs, asks whether there any reason to expect that historical trends of flowing supplies through the Southern System will change during the BCAP period.  The following response was provided: 
SoCalGas and SDG&E do not forecast flowing supply trends.
12.1 Please explain how the utilities engage in transmission system planning without information about supply trends.  

12.2 Please explain how the utilities monitor and evaluate system reliability without information about supply trends.

12.3 What are SoCalGas’ expectations, based on existing interstate and FAR commitments, of likely transportation volumes to Blythe for the BCAP period?  

12.4 To what extent is the core committed to delivery of gas to Blythe during the BCAP period?

RESPONSE 12.1:
SoCalGas and SDG&E ensure that sufficient receipt point and pipeline capacity is available to meet long-term demand forecasts and market demand for supply expansions and storage services.

RESPONSE 12.2:
The SoCalGas system is highly interconnected, with nearly every part of the system supported by multiple receipt points and sources of supply, which minimizes reliability concerns resulting from a lack of supply at any given point.  The exception is the Southern System, which depends upon the minimum flowing supply requirement to maintain system reliability.
RESPONSE 12.3:
SoCalGas has not developed a forecast of likely volumes to Blythe for the BCAP period.  
RESPONSE 12.4:
SoCalGas Gas Acquisition anticipates that it will continue to have the obligation to support the Blythe minimum flow requirement until March 31, 2009, after which this responsibility shall be transferred to the System Operator.
QUESTION 13:
13. Data Request 6.3, in IP’s second set of DRs, asks for an explanation of how the minimum flowing supply requirement for the Southern System is calculated.  The following response was provided:
There is no algorithm or formula for the Southern System minimum flowing supply requirement.  The minimum flowing supply for the Southern System is a function of the forecasted demand for the Southern System, including SDG&E demand, less the capability to provide additional supplies to the Southern System from the North Desert System or storage via the Chino and Prado crossovers.  The Gas Control department estimates the level of demand and crossover capability each day.  

13.1 What is the maximum amount of gas supplies that can be transported to the Southern System from both the North Desert System and from storage via the Chino and Prado crossovers?

13.2 What is the maximum amount of gas supplies that can be transported to the Southern System from the North Desert System?

13.3 What is the maximum amount of gas supplies that can be transported to the Southern System from storage via the Chino and Prado crossovers?

13.4 Please respond to the following questions using the assumptions provided.

13.4.1 Assuming that the level of demand in the Southern System is 500 MMcfd and 300 MMcfd of supplies can be delivered into the Southern System from the North Desert System or storage via the Chino and Prado crossovers, what would be the minimum flow obligation at the Blythe receipt point? Explain how you calculate this number.

13.4.2 Assuming that the level of demand in the Southern System is 500 MMcfd and 400 MMcfd of supplies can be delivered into the Southern System from the North Desert System or storage via the Chino and Prado crossovers, what would be the minimum flow obligation at the Blythe receipt point? Explain how you calculate this number.

13.4.3 Assuming that the level of demand in the Southern System is 500 MMcfd, 300 MMcfd of supplies can be delivered into the Southern System from the North Desert System or storage via the Chino and Prado crossovers, and scheduled flows through the Blythe receipt point amount to 355 MMcfd, would additional natural gas supplies be required to maintain the minimum flow obligation? If so, please explain why.

13.4.4 Assuming that the level of demand in the Southern System is 1,000 MMcfd, 300 MMcfd of supplies can be delivered into the Southern System from the North Desert System, what would be the minimum flow obligation at the Blythe receipt point?  Explain how you calculate this number.

13.4.5 Assuming that the level of demand in the Southern System is 1,000 MMcfd, 300 MMcfd of supplies can be delivered into the Southern System from storage via the Chino and Prado crossovers, what would be the minimum flow obligation at the Blythe receipt point?  Explain how you calculate this number.

RESPONSE 13.1:
Although higher spot rates are possible, the maximum volume that can be delivered to the Southern System via the Chino and Prado crossovers is approximately 400 MMcfd.

RESPONSE 13.2:

Please refer to Response 13.1.
RESPONSE 13.3:

Please refer to Response 13.1.
RESPONSE 13.4.1:
The minimum flowing supply requirement can not be calculated in this manner.  While the Southern System demand and availability to transport supply through the crossovers are factors, Gas Control also considers other factors in the determination of the minimum flowing supply requirement, such as but not limited to: the state of the Southern System, demand and supply available on the remainder of the SoCalGas/SDG&E system, and expectations of changing demand patterns.
RESPONSE 13.4.2:
Please refer to Response 13.4.1.
RESPONSE 13.4.3:
Please refer to Response 13.4.1.
RESPONSE 13.4.4:
Please refer to Response 13.4.1.
RESPONSE 13.4.5:

Please refer to Response 13.4.1.
QUESTION 14:
14. Data Request 6.8, in IP’s second set of DRs, seeks the following information about the System Operator’s use of reliability tools:

Does the Utility Gas Control Department or the System Operator determine which available tools will be used before calling an SSFO and in what manner?  Do the Utilities propose that such decisions be exempt from reasonableness review?

The following answer was provided:

The System Operator HUB group will determine which pre-approved contracts will be used before the Utility's Gas Control Group calls an SSFO.  As described in the testimony of Mr. Schwecke, only contracts that have already been approved by the Commission and not purchases of spot supplies, will be acted upon prior to calling an SSFO.  Those contracts will be exercised in least cost manner.  Also refer to response to question 1.5 of this data request.

Yes, the Utility proposes that the System Operator’s use of these contracts and Gas Control’s determination of minimum flow need will not be subject to separate hindsight reasonableness review. Please refer to question 3 of this data request.
14.1 Please clarify whether the System Operator HUB group will exercise all pre-approved contracts before calling an SSFO.

14.2 How will the System Operator quantify the cost associated with contracts?  

14.2.1 Clarify whether the focus will be on fixed costs or whether it will consider both fixed and variable costs.  

14.2.2 Clarify whether the System Operator will consider non-price elements such as minimum-purchase requirements and take-or-pay requirements in determining how to exercise contracts in a least cost manner.

14.2.3 If the System Operator will consider non-price elements identified in response to D.R. 17.2.2, explain how these elements will be considered in evaluating the cost associated with contracts.

RESPONSE 14.1:
SoCalGas expects the HUB to exercise all applicable pre-approved contracts before calling an SSFO.  As indicated in Mr. Schwecke’s testimony on page 18, “If the Utilities observe insufficient flowing supply on the Southern System (Blythe + Otay Mesa) to meet end-use requirements in this part of the system, the Utilities would have the HUB exercise any prior contracts approved by the Commission…” (emphasis added).

RESPONSE 14.2:

Although it is difficult to say before having had the opportunity to receive, evaluate, and execute contracts arising from the RFO, the Utilities believe that at the point of exercising the contract terms and conditions, the incremental or marginal cost of exercising any contract will be a criterion, while also considering at the time of use the estimated efficacy of exercising any particular contract to meet the then current operating conditions.

RESPONSE 14.2.1:

The Utilities will consider all contract costs during the evaluation of whether or not to execute any contracts.  

RESPONSE 14.2.2:

Yes.  All cost components will initially need to be considered.

RESPONSE 14.2.3:

Assuming the reference was intended to be 14.2.2 of this data request, until specific terms and conditions are presented, SoCalGas can not identify how it will need to evaluate the costs of any particular provision.

QUESTION 15:
15. Data Request 6.10, in IP’s second set of DRs, asks whether the supply of natural gas to the Otay Mesa generation plant could increase the quantity of minimum flowing supply requirements needed to maintain the minimum flowing requirement at Blythe.  It also asks for all studies that the Utilities have performed to estimate the impact of this generation plant on Blythe minimum-flow requirements.  The following response was provided:
Please refer to Response 6.6.  SoCalGas and SDG&E have not performed any analyses on the impact this plant’s operation would have on the Southern System minimum flowing supply requirement.
15.1  Identify all studies the utilities have performed in connection with the interconnection of this plant to the gas system.  Please also identify the findings of these studies.  

15.2 Have the utilities engaged in any analysis which estimates the natural gas supply or transportation needs of the Otay Mesa generation plant?  If so, please clarify the estimated quantity of natural gas and/or transportation needs that will be required to serve the needs of the Otay Mesa generation plant.  

RESPONSE 15.1:
SoCalGas and SDG&E sized the service to the Otay Mesa power plant meter set.  Additionally, any forecast demand for the Otay Mesa power plant has been included in our hydraulic calculations performed to determine system adequacy to meet the CPUC’s mandated design standards for noncore service.
RESPONSE 15.2:
We have not completed any analyses specific to estimating the usage at the Otay Mesa plant.  The Otay Mesa plant is included with other customers in the demand forecasts completed for this BCAP and for transmission system planning, but the Utilities do not provide customer specific information in their forecasts. 
QUESTION 16:
16. Data Request 6.11, in IP’s second set of DRs, asks whether the supply of natural gas to the Palomar generation plant could increase the quantity of minimum flowing supply requirements needed to maintain the minimum flowing requirement at Blythe.  It asks for any studies that the Utilities have performed to estimate the impact of this generation plant on Blythe minimum-flow requirements.  The following response was provided:
Please refer to Response 6.10.

The response to 6.10 states that “SoCalGas and SDG&E have not performed any analyses on the impact this plant’s operation would have on the Southern System minimum flowing supply requirement.”

Identify all studies the utilities performed in connection with the interconnection of this plant to the gas system.  Please identify the findings of those studies.  
RESPONSE 16:

SoCalGas and SDG&E sized the interconnect facilities between the Palomar power plant and the gas transmission system, and determined that a 16-inch diameter pipeline was required to meet the plant requirements.  Additionally, any forecast demand for the Palomar power plant has been included in our hydraulic calculations performed to determine system adequacy to meet the CPUC’s mandated design standards for noncore service.
QUESTION 17:
17. Data Request 7.1, in IP’s second set of DRs, seeks information about the BOFRMA’s account balance.  The following answer was provided:

As of August 31, 2008, the BOFRMA tracked the following costs due to minimum flows occurring at the Blythe receipt point:

a)  Total cost of $106,970 for minimum flows for January 9, 2005 through January 13, 2005

b)  Total cost of $1,340,168 for minimum flows for July 25, 2006 through July 30, 2006.

c)  Total cost of $2,977,712 for minimum flows for January 12, 2007 through January 15, and January 17 through January 19, 2007.

d)  Total cost of $137,181 for minimum flows for December 13 and 18, 2007.

e)  Total cost of $5,618,253 for minimum flows for January 9 and 15, 2008 and January 17 through January 31, 2008.

Items d) and e) were not originally reflected in the forecast submitted in testimony.  As of August 31, 2008, the BOFRMA reflects a $10,586,695 undercollection balance including interest.    

Please provide updated account balance information in a format similar to that provided in response to D.R. 7.1 in IP’s second set of DRs.

RESPONSE 17:

As of October 31, 2008, the BOFRMA reflects a $10,623,869 undercollected balance including interest.  The increase in the undercollected balance from August 31, 2008 is due to accumulated interest for the months of September and October 2008.
QUESTION 18:
18. Data Requests 7.2 and 7.3, in IP’s second set of DRs, ask about whether the BOFRMA balance is comprised of natural gas purchase costs.  It also asks about the portion of the BOFRMA balance that can be attributed to shortfalls resulting from natural gas sales.  The following response was provided:
BOFRMA charges are calculated based on a formula as specified in SoCalGas’ tariffs, and are not traced to any purchases in particular.


Please clarify how BOFRMA charges are incurred.

RESPONSE 18:

BOFRMA charges are incurred on flow days for which the System Operator requests Gas Acquisition to support the Blythe minimum flow requirement.  These requests are posted on Envoy seven days after the communication, in compliance with CPUC Remedial Measure 16.  Pursuant to SoCalGas’ Tariffs, Preliminary Statement VI, Blythe Operational Flow Requirement Memorandum Account, “The BOFRMA shall be charged for volumes in excess of the Core’s commitment of 355 MMcfd for deliveries at Blythe at a rate equal to the applicable daily basin index price, defined as the Permian Basin Area Midpoint indices as referenced in Gas Daily, plus the full transportation rate (including fuel) on EPNG delivered into SoCalGas less the Southern California bidweek border price, defined as the simple average of two published indices reported in Natural Gas Week and Natural Gas Intelligence, consistent with SoCalGas’ Gas Cost Incentive Mechanism (GCIM).”  SoCalGas’ calculations of BOFRMA charges have been reviewed and audited by CPUC staff.
QUESTION 19:
19. Data Request 9.5 asks for any analyses SoCalGas or SDG&E have performed on Southern System reliability.  IP later clarified that it sought any analysis or study of the amount of flowing supplies necessary to maintain Southern System reliability, any analysis or study of the infrastructure that would be required to limit or avoid implementation of the SSFO, any analysis or study of operational or demand-side alternatives (other than the SSFO) that can be used to address the minimum flowing requirement, and any analysis or study of operational alternatives that can be used to limit or avoid implementation of the SSFO.  The following response was provided:
SoCalGas and SDG&E have not performed any analyses specific to the minimum flowing supply requirement and treatment adopted in the Omnibus proceeding or since proposing the Southern System Flow Order (SSFO) in this proceeding.  Southern System reliability is a condition of any hydraulic analysis performed on the SoCalGas/SDG&E gas transmission system, although analyses or studies specifically addressing the Southern System minimum flowing supply requirement have not been performed, and no report has been prepared on this topic.  Infrastructure improvements undertaken by SoCalGas, such as the rebuilding of the Chino and Prado crossovers to increase the capacity to deliver North Desert and/or storage supplies onto the Southern System mentioned in Response 9.1, were identified as the result of other analyses and studies.
19.1 Please provide a map of the SoCalGas/SDG&E system that identifies the location of the Chino and Prado crossovers.

19.2 Identify the costs associated with rebuilding the Chino crossover.  

19.3 If the Chino crossover is rebuilt, how much additional capacity would be available to the Southern System from the North Desert region.

19.4 Identify the costs associated with rebuilding the Prado crossover.  

19.5 If the Chino crossover is rebuilt, how much additional capacity would be available to the Southern System from the North Desert region.

19.6 If both the Chino and Prado crossovers are rebuilt, how much additional capacity would be available to the Southern System from the North Desert region?

RESPONSE 19.1:
Please refer to the attached map for the location of the Chino and Prado crossovers.
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RESPONSE 19.2:
Please refer to Response 21(b) to DRA’s data request DRA-PZS02 in this proceeding.  Costs associated with the rebuilding of the Chino and Prado crossovers were recorded together.
RESPONSE 19.3:
The Chino crossover was rebuilt in 2003 and increased the capacity of the station to 400 MMcfd.

RESPONSE 19.4:
Please refer to Response 19.2.

RESPONSE 19.5:
The Prado crossover was rebuilt in 2003 and increased the capacity of the station to 400 MMcfd.

RESPONSE 19.6:
Please refer to Response 19.3, 19.5, and 13.1.
QUESTION 20:
20. Data Request 9.9, in IP’s second set of DRs, asks for the type of system or operational changes that would require the institution of minimum flowing requirements at receipt points other than Blythe.  The following response was provided:
SoCalGas/SDG&E have not identified a need to implement a minimum flowing supply requirement at any receipt point other than Blythe/Ehrenberg.  Generally, any new demand which requires supply delivered at a specific location on the system may result in a new minimum flowing supply requirement.
20.1 Has there ever been a minimum flowing requirement at the Otay Mesa receipt point?

20.2 As revealed above, for now the System Operator’s purchases and sales of gas would be associated with addressing the minimum flow obligation at the Blythe/Ehrenberg receipt point.  If a new minimum flow obligation is required anywhere on the SoCalGas/SDG&E system, will the utilities seek Commission authority to expand the scope of the System Operator’s natural gas purchases and sales to cover these points?

RESPONSE 20.1:
No

RESPONSE 20.2:
No.  D.07-12-019 transferred the responsibility to the System Operator of maintaining any minimum flowing supply requirements and as such, granted the authority to purchase and sell gas supplies to support any new point where a minimum flowing supply requirements develops.
QUESTION 21:
21. Data Request 13.3, in IP’s second set of DRs, asks about disclosure requirements associated with HUB purchases and sales.  The following response was provided:

There are no disclosure requirements in place beyond what will be disclosed upon review of the SRMA.

21.1
Will the affiliate rules require disclosure of HUB transactions with affiliates?  Why or why not? 

21.2
Would System Operator hub transactions with affiliates qualify as an affiliate transaction that would be subject to the affiliate rules?

RESPONSE 21.1:
Please see response to Q25, Q.25.1.1 and Q.25.4.
RESPONSE 21.2:
Please see response to Q21.1.
QUESTION 22:
22. Data Requests 13.4 and 13.5 ask the following questions:

13.4
Will the HUB use hub services to store purchased supplies? If so, will it pay for these hub services?

13.5
Will the HUB use storage assets in the unbundled storage program to store purchased assets?  If so, will it pay for the storage assets?

The following responses were provided:

13.4
No.

13.5
No.

22.1 Please clarify whether the HUB intends to park supplies purchased to meet a MFO.  

22.1.1 If the HUB uses hub services for this purpose, will it pay for these services?  At what rate?

22.2 Clarify whether the HUB intends to use storage assets in the unbundled storage program to store gas supplies purchase to meet an MFO.  

22.2.1 If the HUB uses storage assets in the unbundled storage program to store purchased natural gas supplies, will it pay for the use of these assets.

22.3 If the HUB will not use either hub services or storage assets in the unbundled storage program to store purchased natural gas supplies, explain what will the HUB do with supplies purchased to meet an MFO pending their sale.

RESPONSE 22.1:
SoCalGas has proposed that once supplies are purchased to meet any minimum flowing supply requirement, those supplies would be sold within a short period of time (as soon as practicable).  As such, it was thought that even though the supplies are in the system, there would be not be an extended use of the Hub or storage assets that required addressing the issue.  However, to the extent that the HUB is instructed by the Commission to postponed selling any purchased supplies beyond a couple of days in order to  reduce the cost to ratepayers by holding gas to sell at a later date, then the HUB would be utilizing storage/Hub assets need to park supplies.
RESPONSE 22.1.1:
Under a scenario where the Hub is parking supplies for sales at a later time as outlined in Response 22.1, then yes.  SoCalGas had not envisioned parking supplies for an extended period of time and therefore has not proposed a rate for such use of the assets. 
RESPONSE 22.2:
See Response 22.1. 
RESPONSE 22.2.1:
See Response 22.1.1.  
RESPONSE 22.3:
Physically, any gas purchased by the HUB to meet minimum flowing requirements enters the system and is used to support deliveries to end-use customers.  If the gas enters the system and is not delivered to end-use customer, pipeline system operations dictates that the gas will be injected into storage until it is sold.  Since there are no specific assets dedicated to this function, the space used will be the unsold or unutilized assets of the System Operator that are available to the Hub operations.
QUESTION 23:
23. Data Request 17.6, in IP’s second set of DRs, seeks information about the OFO triggers:

How will core imbalances be calculated in determining the need to call this kind of high OFO?

The following response was provided: Since core will schedule supplies the same way noncore customers do, the core imbalances will also be calculated in the same way.  The only difference is that a forecast of core demand is used for the OFO day, rather than metered demand on that day.
23.1 For each month during 2007 and 2008, for each of SDG&E and SoCalGas, please provide the cumulative total of daily forecasts for core and the actual core consumption total for the month (which is determined at the end of the month).

RESPONSE 23:

SoCalGas Gas Acquisition considers this data confidential.  Disclosure of core operational data on a daily basis could result in harm to utility customers by impairing the utility’s bargaining position with other market participants.   

QUESTION 24:
24. Data Request 17.9 , in IP’s second set of DRs, asks about the safe operating ranges for transmission pressure on the SoCalGas an and SDG&E systems.  It also seeks to understand whether the System Operator will be responsible for determining the appropriate transmission pressure level for the system.  The following response was provided:

Safe transmission pressures vary significantly by line.  The Operator determines what is safe.

24.1 Does the reference to “Operator” refer to the System Operator?  If not, please clarify who the “Operator” is and its role.

24.2 Is line pack a potential tool the System Operator can use to help satisfy the MFO?  If not, please explain why.

24.3 Describe the criteria used by the “Operator” to determine “safe transmission pressures” for each line.  

RESPONSE 24.1:

In this case, “Operator” refers to Gas Control, which is considered a part of the Utility System Operator.
RESPONSE 24.2:

No.  Please refer to Response 7.1.2 of this data request.
RESPONSE 24.3:
Safe operating pressures are those less than the Maximum Allowable Operating Pressure (MAOP) and greater than the Minimum Operating Pressure (MinOP) of each pipeline.
QUESTION 25:
25. Data Request 18.14 (mistakenly numbered 18.5), in IP’s second set of DRs, asks about the timing and nature of EBB postings related to affiliate transactions.  The following response was provided:

If SoCalGas offers a transportation discount to a marketing affiliate, including the SDG&E gas or electric merchant function, or offers a transportation discount for a transaction on its intrastate pipeline system in which a marketing affiliate, or the SDG&E gas or electric merchant function, is involved, SoCalGas will make a comparable discount contemporaneously available to all similarly-situated non-affiliated shippers; and within 24 hours of the time at which gas first flows under a transportation transaction in which a marketing affiliate receives a discounted rate or a  transportation transaction at a discounted rate in which a marketing affiliate is involved, SoCalGas will post a notice on its Electronic Bulletin Board providing the name of the marketing affiliate involved in the discounted transportation transaction, the rate charged, the maximum rate, the time period for which the discount applies, the quantity of gas scheduled to be moved, the receipts points into the SoCalGas system under the transaction, any conditions or requirements applicable to the discount, and the procedures by which a non-affiliated shipper can request a comparable offer. The posting will remain on the Electronic Bulletin Board for 30 days from the date of the posting.

25.1 Do the affiliate disclosure rules require the utilities to post information regarding:

25.1.1 Hub transactions?

25.1.2 Commodity transactions?

25.1.3 Storage transactions?

25.2 Identify the Sempra affiliates subject to this disclosure procedure.

25.3 Will the affiliate disclosure procedure apply to all Sempra affiliates?

25.4 Will SoCalGas/SDG&E post information about non-discounted covered transactions?

25.5 Will the affiliate disclosure procedure apply to unregulated Sempra affiliates such as the Costa Azul facility?

25.6 Will the affiliate disclosure procedure apply to transactions involving the Gas Acquisition Department?  

25.7 Will the above disclosure procedure apply to transactions involving the SDG&E Electric Department?  

25.8 Will the above disclosure procedure apply to transportation-rate discounts for SoCalGas or SDG&E interstate pipeline capacity rights?

25.9 Identify the factors that the utilities will use to determine whether a non-affiliated shipper is “similarly-situated” such that it would qualify to receive a discount comparable to the affiliate.

25.10 Identify the factors that the utilities will use to ensure that a “comparable discount” is made available to all similarly-situated non-affiliated shippers.

25.11 Will the utilities disclose the minimum transportation rate offered to affiliates?

RESPONSE 25:
The SDG&E and SoCalGas response to IP No. 14 merely stated the requirements established by the CPUC.  (See D.97-12-088, Appendix A, Rule III.F.)  Therefore, any interpretation of this Rule is not binding unless adopted by the CPUC.  In the responses set forth below, SDG&E and SoCalGas will provide their understanding of the Rule’s requirements as requested in each question.  
RESPONSE 25.1.1:
Yes, if the transaction is at a discounted rate.
RESPONSE 25.1.2:
No.  Purchase of commodity by SoCalGas from an affiliate must be through the ICE, or through other “blind” broker, pursuant to D.03‑06‑076.  
RESPONSE 25.1.3:
Yes, if discounted.
RESPONSE 25.2:
See attached list of affiliates of SDG&E and SoCalGas that are deemed to be “covered” by the CPUC’s affiliate transaction rules.  (See Rule II.B.)  
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RESPONSE 25.3:
No.  Only those affiliates deemed “covered” by the CPUC’s affiliate transaction rules.  See response to 25.2.  
RESPONSE 25.4:
SDG&E and SoCalGas object to this question on the grounds that it is vague, ambiguous, and unintelligible.  The question does not define what is a “covered transaction.”  However, in the spirit of cooperation, and without waiving any objections, SDG&E and SoCalGas will assume that this question refers to Hub transactions with covered affiliates.  With this understanding, the answer is “no.”  
RESPONSE 25.5:
See response to 25.2.  Note that Sempra Energy LNG is listed as a “covered” affiliate.  
RESPONSE 25.6:
No.  
RESPONSE 25.7:
Yes.  
RESPONSE 25.8:
SDG&E and SoCalGas object to this question on the grounds that it is vague, ambiguous and unintelligible.  The question does not explain how “interstate pipeline capacity rights” can receive discounted transportation on the SDG&E/SoCalGas system.  However, in the spirit of cooperation, and without waiving any objections, SDG&E and SoCalGas interpret this question to be asking if SoCalGas will post transportation rate discounts it might receive from an interstate pipeline.  With that understanding, the answer is:  “No.  Any such discounts would be posted on the interstate pipeline EBB.”  
RESPONSE 25.9:
Such factors would include, but not necessarily be limited to, the following:  

(a)
Whether the non-affiliated shipper is seeking a similar volume of transportation capacity;

(b)
Whether the non-affiliated shipper is requesting other terms and conditions similar to those provided to the affiliated shipper, such as receipt/delivery points, duration, etc.

(c)
Whether market conditions are similar at the time the non-affiliated shipper requests the transportation service; and

(d)
Whether the non-affiliated shipper meets the creditworthiness standards of SDG&E and SoCalGas.  

RESPONSE 25.10:
Any discounted transaction with an affiliate will be posted on the EBB.  It is up to any shipper that desires a comparable discount to review the EBB and to request such a discount from SDG&E or SoCalGas.  
RESPONSE 25.11:

SDG&E and SoCalGas object to this question on the basis that it assumes that SDG&E/SoCalGas will offer a “minimum transportation rate” to an affiliate.  However, in the spirit of cooperation, and without waiving any objections, SDG&E and SoCalGas will assume for purposes of this response that they did in fact establish a “minimum transportation rate” that they would accept from an affiliated shipper, without regard to the likelihood of such an event.  With that understanding, the answer is as follows:  “No.  The various negotiating positions taken by SDG&E/SoCalGas and any affiliated shippers would not be posted.  Note that such positions are not required to be posted under FERC posting rules.  Such a requirement would have a chilling effect on the willingness of parties to negotiate at all.”  

QUESTION 26:
26. On page 24 of Rodger Schwecke’s testimony, he states: “The Utilities propose a 50/50 sharing of these revenues to encourage them to optimize and market the use of HUB (G-PAL) services.” 
26.1 Please describe what efforts the System Operator may undertake to market its Hub services.  

26.2 Please explain how posting of hub transactions on a daily basis by the Hub can adversely impact the Hub’s provision of its hub services.  

26.3 Please explain how posting of hub transactions, by the Hub, one week after the transaction can adversely impact the Hub’s provision of its hub services.

26.4 Please explain how posting of hub transactions, by the Hub, one month after the transaction can adversely impact the Hub’s provision of its hub services.

RESPONSE 26.1:
This portion of Mr. Schwecke’s testimony has been withdrawn in light of the Phase I Settlement (D.08-12-020).  
RESPONSE 26.2:

See response to 26.1.
RESPONSE 26.3:

See response to 26.1.
RESPONSE 26.4:
See response to 26.1.
QUESTION 27:
27. The SRMA tariff adopted in the Omnibus proceeding states that: 

The disposition of the SRMA balance, which will be subject to an annual Commission reasonableness review, shall be determined in a Biennial Cost Allocation Proceeding (BCAP) or, if between BCAPs, through a separate application. Once approved, the SRMA balance will be allocated consistent with the methodology adopted by the Commission and incorporated in rates in connection with SoCalGas’ next annual regulatory account balance update filing for rates effective January 1st of the following year.

27.1 Please clarify how SoCalGas/SDG&E propose to allocate the SRMA balance among customer classes.  

27.2 Under this proposal, clarify whether the following wholesale customers will bear a share of the costs that accrue to the SRMA:

27.2.1 City of Vernon

27.2.2 Southwest Gas

27.2.3 Long Beach

27.2.4 ECOGAS

RESPONSE 27.1:
As discussed in Mr. Lenart’s testimony, page 8, SoCalGas proposes to allocate the SRMA on the basis of cold year throughput. 

RESPONSE 27.2.1:

Yes
RESPONSE 27.2.2:
Yes
RESPONSE 27.2.3:
Yes
RESPONSE 27.2.4:
Yes
QUESTION 28:
28. The “Southern System” has been defined differently in the responses to DRs 4.1 and 5.11 of IP’s Second Data Request.  Please clarify what the correct definition is.

RESPONSE 28:

Both descriptions of the Southern System are correct.  Response 4.1 describes the Southern System transmission pipelines, and Response 5.11 describes the geographic area.
QUESTION 29:
29. Does SoCalGas allocate any utility costs to customers based on the customer’s geographic location?  If so, please identify them.

RESPONSE 29:

Generally utility costs are allocated on a system-wide basis.  In limited instances, higher franchise fees or franchise fee surcharges may apply to customers located in geographic areas where the local governments require higher franchise fees.  Also, the surcharge to customers located in the Borrego Springs area to recover LNG costs is an example of a limited, unique charge based on the geographic location.
QUESTION 30:
30. On page 19 of his testimony, Ahmed states that “[p]ursuant to D.07-05-022, the purpose of the OMSRMA is to record certain costs associated with the SoCalGas Pipeline System Control and Planning Department’s delivery of gas to sustain operational flows at Otay Mesa.”  He goes on to explain that “[t]here are no costs recorded in the OMSRMA as of November 2007, and SoCalGas proposes no forecast of the OMSRMA as of December 31, 2008; however, if costs are recorded to the OMSRMA in December 2007 or in 2008 to provide operational flow at Otay Mesa, SoCalGas will update its forecast for amortization over a 12-month period beginning January 1, 2009.”  
30.1 Explain why there currently are no costs recorded in the OMSRMA.

30.2 Have there been any gas deliveries made through the Otay Mesa receipt point pursuant to contracts addressed in SoCalGas Advice Letter 3757?

30.3 Clarify whether the operational flows at Otay Mesa, addressed in D.07-05-022, are still needed at the Otay Mesa receipt point?  If the 50 MMcfd addressed in that decision is no longer needed, please explain why.  

30.4 Do the operational flows required at the Otay Mesa receipt point amount to a minimum flow obligation?  Why or why not?

30.5 What “tools” does SoCalGas hold to address any operational flow needs at that point?

30.6 Could the contractual arrangements proposed for use in D.07-05-022 be used to address the operational flows at the Blythe receipt point?  Why or why not?

RESPONSE 30.1:
As indicated in Mr. Ahmed’s testimony, there were no costs booked to OMSRMA as of November 2007 and SoCalGas proposes no forecast of the OMSRMA as of December 31, 2008.
RESPONSE 30.2:
No.
RESPONSE 30.3:
The operational flows addressed in D.07-05-022 were intended to alleviate the need for expanding transmission facilities if, in the firm service open season in SDG&E/Rainbow Corridor, customers bid for firm service in excess of local transmission pipeline capacity.  The utilities will determine if this option is still needed prior to the next open seasons.
RESPONSE 30.4:

Yes, and as indicated in response 30.3, these flows were intended to substitute for incremental firm pipeline capacity.
RESPONSE 30.5:
We have standing interruptible agreements on the pipelines delivering gas from Blythe to Otay Mesa.
RESPONSE 30.6:
They potentially could be, but would be effective only if supplies are incremental from Mexico, and not merely supplies originally intended to be delivered at Blythe and instead delivered to Otay Mesa.
QUESTION 31:
31. Under what circumstances will the gas supplies from the Costa Azul facility affect the need for the SO to take action to meet an SSFO?  Under what circumstances will these supplies increase or decrease the costs that accrue to the SRMA?

RESPONSE 31:

Southern System minimum flowing supply requirements can be met by flowing supplies at Blythe, Otay Mesa, or a combination.  Therefore, any supplies from Costa Azul into the Southern System will help support the minimum.  To the extent these supplies reduce the need for the System Operator to purchase supplies at Blythe; costs that would accrue to the SRMA would be reduced.
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data response

		

				Historical SDG&E peak demand (MMCFD)

				WINTER		Core		Noncore Non-EG		EG		Export to Mexico		Total

				1999-2000		171		71		282		0		524

				2000-2001		269		67		303		20		659

				2001-2002		342		73		191		44		649

				2002-2003		249		79		174		0		502

				2003-2004		274		75		144		0		493

				2004-2005		242		72		258		0		572

				2005-2006		261		45		171		0		477

				2006-2007		370		74		105		0		549

				2007-2008		245		74		265		0		584

				Historical SDG&E peak demand (MMCFD)

				SUMMER		Core		Noncore Non-EG		EG		Export to Mexico		Total

				2000		72		67		332		70		541

				2001		64		68		369		93		593

				2002		84		77		280		143		584

				2003		94		63		357		0		514

				2004		107		75		291		0		474

				2005		138		61		265		0		464

				2006		87		73		341		0		501

				2007		89		64		475		0		628

				2008		68		71		275		0		413
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Merger condition Remedial Measure 16 allows unrestricted communication between 
SoCalGas Gas Operations and SoCalGas Gas Acquisition to the extent necessary for Gas 
Acquisition to provide system reliability and balancing services. Such communications 
must be posted on SoCalGas' EBB not later than 7 days after the communications. The 
following information is in compliance with this merger condition. 


Based on arctic blast temperatures forecasted for southern California, Gas Operations 
contacted Gas Acquisition on the morning of January 11, 2007 to warn them of potential 
necessity for additional delivery of gas supplies at Ehrenberg for the gas flow day of 
Friday, January 12, 2007. Gas Operations communicated that the Blythe Minimum Flow 
requirement would be 930,000 Dth. Gas Operations did not request additional gas be 
procured at that time.  


After receiving the Timely scheduled volumes for January 12th's gas flow day, Gas 
Operations contacted Gas Acquisition on the afternoon of January 11, 2007 and notified 
them to procure an additional 200 MMcf for the gas flow day of January 12 for delivery 
at Ehrenberg. Gas Acquisition inquired about the rest of the weekend. Gas Operations 
told Gas Acquisitions that they would need to procure the additional 200 MMcfd through 
Monday, January 15, 2007, and depending on daily deliveries may be required to make 
additional purchases.  No additional purchases beyond the 200 MMcfd were necessary. 


 
 






