SAN DIEGO GAS AND ELECTRIC COMPANY

SOUTHERN CALIFORNIA GAS COMPANY

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

12th DATA REQUEST FROM SOCAL GENERATION COALITION (SCGC-12)

______________________________________________________________________

QUESTION 12.1:

12.1. Regarding SoCalGas’ Rule 1, which states at Peak Day Minimum: “Volume of gas in Utility storage inventory that provides deliverability for the core 1-in-35 year peak day event, firm withdrawal commitments and noncore balancing requirement. Peak day minimums are calculated annually as part of normal winter operations planning. Peak day minimums are specified in billion cubic feet (Bcf).”  (Sheet 11)
12.1.1. What was the peak day minimum for the storage year 2007/2008?

12.1.2. Did the peak day minimum for storage year 2007/2008 change as a result of the consolidation of SoCalGas’ and SDG&E’s core portfolios and associated storage operations as authorized by D.07-12-019?

12.1.2.1. If yes, please indicate how much the peak day minimum changed as a result of the consolidation.

12.1.2.2. If no, please explain in detail why the consolidation did not affect the peak day minimum.

12.1.3. What is the projected peak day minimum level for the storage year 2008/2009?

12.1.3.1. What is the expected change in peak day minimum for storage year 2008/2009 that would be associated with the consolidation of SoCalGas’ and SDG&E’s core portfolios and associated storage operations?

RESPONSE 12.1.1:
The peak day minimum for December/January of 2007/8 was 24 Bcf.
RESPONSE 12.1.2:
No.  
RESPONSE 12.1.2.1:
N/A
RESPONSE 12.1.2.2:
Peak day minimums are established by total system firm deliverability rights.  The allocation of those rights among customers is irrelevant.

RESPONSE 12.1.3:
24-25 Bcf.
RESPONSE 12.1.3.1:
See 12.1.2.
QUESTION 12.2:

12.2. Regarding SoCalGas’ Rule 30, which states at G.2: “When total inventory declines to the "peak day minimum + 20 Bcf trigger," the minimum daily delivery requirement increases to 70%. Customers are then required to be balanced (flowing supply plus firm storage withdrawal) at a minimum of 70% of burn on a daily basis.”  (Sheet 7)
12.2.1. Please provide a daily comparison for storage year 2007/08 between the actual storage inventory and the peak day minimum + 20 Bcf trigger and the peak day minimum + 5 Bcf trigger that are referenced in Rule 30, Section G. 

12.2.2. Would the consolidation of the SoCalGas/SDG&E core portfolios combined with a core storage inventory reservation level of 70 Bcf increase the probability that SoCalGas’ system would trigger 70% daily balancing?
12.2.2.1. If no, please explain why there would be no effect.
12.2.2.2. If yes, please quantify the increased probability of occurrence.
12.2.3. Would SoCalGas expect 9 Bcf of core inventory (difference between 70 Bcf and 79 Bcf) be more or less likely to remain filled during the winter months (November through February) than 9 Bcf of noncore inventory?

RESPONSE 12.2.1:
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RESPONSE 12.2.2.:
Probably not.
RESPONSE 12.2.2.1:
SDG&E purchased 9 Bcf of storage as a wholesale customer to serve its core while it was part of the unbundled storage program.  We would not expect the use to change significantly as part of a combined portfolio.
RESPONSE 12.2.2.1:
N/A
RESPONSE 12.2.3:
In recent years storage accounts have been filled by all customers.  SoCalGas cannot predict future relative behavior.   We do not know.
QUESTION 12.3:

12.3. With respect to Schwecke’s testimony at page 25 where he states:  “However, there is currently no record of how the HUB services will be utilized by the market and, until a proper incentive is established, the use of the HUB will likely not develop.  With D.07-12-019 adopting the Memorandum Account to track all net revenues of the HUB, the Utilities do not have a known incentive until resolution of this BCAP.  Additionally, the HUB will likely not have even begun operation until after this application has concluded hearings.”
12.3.1. How much does SDG&E/SoCalGas estimate that it will cost annually to operate the Operations Hub?
12.3.1.1. How many personnel does SoCalGas believe would be required to operate the Hub?

12.3.1.2. What other costs, e.g., software, administrative support, etc., does SoCalGas believe would be required to operate the Hub?
12.3.2. Would the Hub personnel be a part of the System Operator group?
12.3.2.1. If not, why not?

12.3.2.2. If not, what type of access would Hub personnel have to the System Operator group?
12.3.3. Would the Hub personnel be a part of the group that operates the Unbundled Storage Program?
12.3.3.1. If not, why not?

12.3.3.2. If not, what type of access would Hub personnel have to the Unbundled Storage group?

RESPONSE 12.3.1:
SDG&E/SoCalGas has not completed a detailed estimate of the full cost nor personnel requirements to fully operate the Operations Hub.  However, between one and three incremental employees could be required depending on the amount of activity of the Operations Hub, not including staff support, administrative support or other back-office support.  Incremental costs associated with such items as analytical evaluation software, contracting support software, and billing support software are expected to be minor since these support tools currently exist and will be available to the Operations Hub for its use.

Some costs for modification to the support systems related to the Operations Hub were included in A.06-08-026 and approved in D. 07-12-019.

RESPONSE 12.3.1.1:
See Response 12.3.1 above.

RESPONSE 12.3.1.2:
See Response 12.3.1 above.

RESPONSE 12.3.2:
Yes, as defined in A.06-08-026, the System Operator includes, to some aspect, all departments of the Utilities, excluding the Utility Gas Procurement Department.  

RESPONSE 12.3.2.1:
N/A

RESPONSE 12.3.2.2:
N/A

RESPONSE 12.3.3
Yes.

RESPONSE 12.3.3.1

N/A

RESPONSE 12.3.3.2
N/A

QUESTION 12.4:
12.4. With respect to SoCalGas’ response to SCGC DR Question 1.5.1 that identifies 7.5 Bcf of inventory having been created by the production of liquids over the last decade.
12.4.1. Please quantify the expected growth in inventory associated with continued production of liquids at the same fields during the period 2008-2011.

12.4.2. Please explain any factors that may limit or increase the rate of inventory growth associated with this liquids production during this time relative to the previous decade.

Response 12:4

SCGC 1.5.1 does not state that the 7.5 Bcf of inventory was created by the production of liquids over the last decade.  Honor Rancho and Aliso Canyon have had liquid production since the 1970’s.  That inventory space was created slowly over the last three decades. Most of the inventory capacity was identified within the last BCAP period, however, because SoCalGas had an incentive to maximize inventory capacity. Before the 2000’s, the sole focus of the shut-in's was to verify there was no loss of gas.

RESPONSE 12.4.1:
Inventory in 2008 is 131.1 Bcf.  Expected growth in inventory for 2009-2011 is expected to be about 0.3-0.5 Bcf/year.
RESPONSE 12.4.2:
This inventory growth is a function of liquids production.  Almost one Bcf of space is theoretically produced for every million barrels of liquid production.  Liquid production is projected to be about 300,000-500,000 barrels/year.  Liquid production, in turn, requires O&M expenditures.  
The 50/50 sharing mechanism has provided an incentive to increase the O&M associated with liquid production over the last decade; no sharing mechanism would incent SoCalGas to reduce O&M expenditures on liquid production. 
At some point, as the capacity expands, this effect will dramatically decrease because some cushion gas will need to be added back to maintain low deliverability.  In general, the oil and water production at a depleted reservoir storage field declines over time unless special efforts are made to increase it.  Significant investments in new wells dedicated to liquid production could increase the amount of liquid production and accelerate this expanding-storage inventory effect.  These types of investments are included in SoCalGas’ Storage Resource Plan.

QUESTION 12.5:
12.5. With respect to Watson’s Phase 1 testimony at page 5 that states:  “Little or no incentive for unbundled storage would also reduce analytical and marketing activity associated with storage sales for a smaller unbundled storage program.  For example, SoCalGas spends over $200,000 annually on the expert staff and specialized software modeling that set storage sales guidelines that it would not spend absent a significant shareholder incentive.  During the 2007 sales process, this staff established guidelines at 70% of the estimated intrinsic plus extrinsic market value for each storage package sold.  Marketing staff actually sold the available storage at price levels that averaged 29% more than the minimum price guideline established by staff (i.e., 90% of the estimated storage value).”  
12.5.1. Do the “expert staff” responsible for marketing unbundled storage services receive any portion of their compensation in the form of a bonus that is based upon the amount of revenue earned by SoCalGas through the unbundled storage incentive mechanism?

12.5.2. If yes, please describe the basis for determining such bonus levels.

12.5.2.1. Are bonuses paid based on some fraction of the unbundled storage program incentive earnings for the shareholders?

12.5.2.2. Are bonuses paid if the unbundled storage program incentive payment exceeds some threshold amount?

12.5.2.3. Are bonuses limited to some predetermined maximum amount?

12.5.2.4. Are bonuses linked to any other aspect of the unbundled storage program, such as gross unbundled storage revenues?

RESPONSE 12.5.1:
The expert staff referred to does not market the unbundled storage.  Instead, they set the minimum price guideline to sales staff for each package.  The expert staff, along with all other employees, participates in a Company performance incentive plan that is based on various indicators including Company financial performance and individual performance related to job functions.  Storage earnings strongly affect the financial component of those indicators.  That plan and the individual performance measures are not directly calculated based on the annual storage revenues achieved. 

RESPONSE 12.5.2:

The payout from the Company performance incentive plan reflected the level of all work done by this staff person--including analyzing the arbitrage value of up to forty different storage packages based on market conditions twice a week.

RESPONSE 12.5.2.1:

No.

RESPONSE 12.5.2.2:

No.

RESPONSE 12.5.2.3:

No.

RESPONSE 12.5.2.4:

See 12.5.1 and 12.5.2.
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		Date		SCG Total Storage		70% Supply Balancing Trigger		90% Supply Balancing Trigger

		11/01/07		121.6		44.0		29.0

		11/02/07		121.7		44.0		29.0

		11/03/07		122.0		44.0		29.0

		11/04/07		122.4		44.0		29.0

		11/05/07		122.3		44.0		29.0

		11/06/07		122.5		44.0		29.0

		11/07/07		122.8		44.0		29.0

		11/08/07		122.9		44.0		29.0

		11/09/07		123.3		44.0		29.0

		11/10/07		123.8		44.0		29.0

		11/11/07		124.3		44.0		29.0

		11/12/07		124.8		44.0		29.0

		11/13/07		125.4		44.0		29.0

		11/14/07		125.8		44.0		29.0

		11/15/07		126.0		44.0		29.0

		11/16/07		126.4		44.0		29.0

		11/17/07		126.7		44.0		29.0

		11/18/07		126.9		44.0		29.0

		11/19/07		126.9		44.0		29.0

		11/20/07		126.9		44.0		29.0

		11/21/07		127.2		44.0		29.0

		11/22/07		127.2		44.0		29.0

		11/23/07		127.3		44.0		29.0

		11/24/07		127.2		44.0		29.0

		11/25/07		127.0		44.0		29.0

		11/26/07		126.5		44.0		29.0

		11/27/07		125.6		44.0		29.0

		11/28/07		124.8		44.0		29.0

		11/29/07		123.9		44.0		29.0

		11/30/07		123.0		44.0		29.0

		12/01/07		122.4		44.0		29.0

		12/02/07		121.9		44.0		29.0

		12/03/07		121.4		44.0		29.0

		12/04/07		121.0		44.0		29.0

		12/05/07		120.8		44.0		29.0

		12/06/07		120.8		44.0		29.0

		12/07/07		120.5		44.0		29.0

		12/08/07		120.4		44.0		29.0

		12/09/07		120.0		44.0		29.0

		12/10/07		119.0		44.0		29.0

		12/11/07		117.4		44.0		29.0

		12/12/07		115.5		44.0		29.0

		12/13/07		113.6		44.0		29.0

		12/14/07		111.8		44.0		29.0

		12/15/07		110.7		44.0		29.0

		12/16/07		109.5		44.0		29.0

		12/17/07		108.0		44.0		29.0

		12/18/07		106.6		44.0		29.0

		12/19/07		105.8		44.0		29.0

		12/20/07		105.0		44.0		29.0

		12/21/07		103.8		44.0		29.0

		12/22/07		103.0		44.0		29.0

		12/23/07		102.7		44.0		29.0

		12/24/07		102.8		44.0		29.0

		12/25/07		102.7		44.0		29.0

		12/26/07		101.6		44.0		29.0

		12/27/07		99.7		44.0		29.0

		12/28/07		98.2		44.0		29.0

		12/29/07		97.4		44.0		29.0

		12/30/07		96.4		44.0		29.0

		12/31/07		95.6		44.0		29.0

		01/01/08		94.9		44.0		29.0

		01/02/08		93.9		44.0		29.0

		01/03/08		92.7		44.0		29.0

		01/04/08		91.7		44.0		29.0

		01/05/08		91.4		44.0		29.0

		01/06/08		90.6		44.0		29.0

		01/07/08		89.5		44.0		29.0

		01/08/08		87.9		44.0		29.0

		01/09/08		86.5		44.0		29.0

		01/10/08		85.2		44.0		29.0

		01/11/08		84.2		44.0		29.0

		01/12/08		83.7		44.0		29.0

		01/13/08		83.1		44.0		29.0

		01/14/08		81.9		44.0		29.0

		01/15/08		80.3		44.0		29.0

		01/16/08		78.2		44.0		29.0

		01/17/08		75.7		44.0		29.0

		01/18/08		73.3		44.0		29.0

		01/19/08		71.6		44.0		29.0

		01/20/08		70.1		44.0		29.0

		01/21/08		68.1		44.0		29.0

		01/22/08		66.0		44.0		29.0

		01/23/08		63.5		44.0		29.0

		01/24/08		60.9		44.0		29.0

		01/25/08		59.1		44.0		29.0

		01/26/08		58.2		44.0		29.0

		01/27/08		57.3		44.0		29.0

		01/28/08		55.7		44.0		29.0

		01/29/08		53.7		44.0		29.0

		01/30/08		51.4		44.0		29.0

		01/31/08		49.2		44.0		29.0

		02/01/08		47.7		43.7		28.7

		02/02/08		46.5		43.4		28.4

		02/03/08		45.3		43.1		28.1

		02/04/08		43.6		42.8		27.8

		02/05/08		42.1		42.4		27.4

		02/06/08		40.5		42.1		27.1

		02/07/08		39.4		41.8		26.8

		02/08/08		39.1		41.5		26.5

		02/09/08		39.2		41.2		26.2

		02/10/08		39.6		40.9		25.9

		02/11/08		39.6		40.6		25.6

		02/12/08		39.3		40.3		25.3

		02/13/08		38.8		40.0		25.0

		02/14/08		37.6		39.7		24.7

		02/15/08		36.6		39.3		24.3

		02/16/08		36.0		39.0		24.0

		02/17/08		35.8		38.7		23.7

		02/18/08		35.2		38.4		23.4

		02/19/08		34.5		38.1		23.1

		02/20/08		33.5		37.8		22.8

		02/21/08		32.4		37.5		22.5

		02/22/08		31.6		37.2		22.2

		02/23/08		31.2		36.9		21.9

		02/24/08		30.9		36.6		21.6

		02/25/08		30.5		36.2		21.2

		02/26/08		30.3		35.9		20.9

		02/27/08		30.4		35.6		20.6

		02/28/08		30.6		35.3		20.3

		02/29/08		31.0		35.0		20.0

		03/01/08		31.1		34.7		19.7

		03/02/08		31.3		34.4		19.4

		03/03/08		31.3		34.1		19.1

		03/04/08		31.4		33.8		18.8

		03/05/08		31.3		33.5		18.5

		03/06/08		31.2		33.3		18.3

		03/07/08		31.4		33.0		18.0

		03/08/08		32.1		32.7		17.7

		03/09/08		32.9		32.4		17.4

		03/10/08		33.4		32.1		17.1

		03/11/08		34.1		31.8		16.8

		03/12/08		34.7		31.5		16.5

		03/13/08		35.2		31.2		16.2

		03/14/08		35.7		30.9		15.9

		03/15/08		35.9		30.6		15.6

		03/16/08		35.6		30.4		15.4

		03/17/08		35.5		30.1		15.1

		03/18/08		35.7		29.8		14.8

		03/19/08		36.0		29.5		14.5

		03/20/08		36.2		29.2		14.2

		03/21/08		36.3		28.9		13.9

		03/22/08		36.7		28.6		13.6

		03/23/08		37.1		28.3		13.3

		03/24/08		37.3		28.0		13.0

		03/25/08		37.7		27.7		12.7

		03/26/08		38.1		27.5		12.5

		03/27/08		38.4		27.2		12.2

		03/28/08		38.8		26.9		11.9

		03/29/08		39.2		26.6		11.6

		03/30/08		39.5		26.3		11.3

		03/31/08		39.4		26.0		11.0
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