SAN DIEGO GAS & ELECTRIC COMPANY 

AND SOUTHERN CALIFORNIA GAS COMPANY APPLICATION

TO EXPAND EXISTING OFF-SYSTEM DELIVERY AUTHORITY

A.08-06-006

SCGC DATA REQUEST #1

______________________________________________________________________


QUESTION 1.1: 
Please provide a copy of each data request that SoCalGas receives from any other party to this proceeding.

RESPONSE 1.1:

SoCalGas has not received any data requests other than SCGC's.  All data requests that San Diego Gas & Electric and SoCalGas receive for A.08-08-006 will be posted at SDG&E’s and SoCalGas’ website under the webpage “Proceedings Before the California Public Utilities Commission (CPUC)” found at the link below.
http://www.socalgas.com/regulatory/cpuc.shtml
http://www.sdge.com/regulatory/cpuc.shtml

QUESTION 1.2: 
Please post all data requests received in this proceeding and the responses to those data requests on SoCalGas’ website.

RESPONSE 1.2:

Data Requests and Responses for A.08-08-006 will be posted at San Diego Gas and Electric’s and SoCalGas’ website under the webpage “Proceedings Before the California Public Utilities Commission (CPUC)” found at the links below.
http://www.socalgas.com/regulatory/cpuc.shtml
http://www.sdge.com/regulatory/cpuc.shtml
QUESTION 1.3: 
Mr. Schwecke’s Direct Testimony states at page 3:  “SoCalGas might seek to roll-in the firm off-system facility costs into those of the overall transmission system if SoCalGas can demonstrate that the incremental off-system facility costs are below the incremental revenues associated with charging the incremental firm off-system load the system average transmission rate.”
1.3.1   Please state which procedural vehicle SoCalGas intends to employ to “seek roll-in” rate treatment if the circumstances described above were to occur.

1.3.2   Please describe in detail the analyses that SoCalGas intends to pursue in order to demonstrate that “the incremental off-system facility costs are below the incremental revenues associated with charging the incremental firm off-system load the system average transmission rate.”

1.3.3   How would SoCalGas expect to forecast the level of off-system deliveries?

1.3.4   Has SoCalGas analyzed PG&E’s experience with off-system deliveries?

1.3.5   If the answer to the previous question is “yes,” please provide complete copies of all such analyses including reports, memos, and complete working electronic Excel spreadsheets that incorporate both data and equations.

RESPONSE 1.3:

1.3.1   If SoCalGas were to seek rolled-in treatment, it would be done through an applicable application such as a Cost Allocation proceeding or a separate application.
1.3.2   First one must determine whether the system average transmission rate is above the incremental facility rate.  The system average transmission rate must be above the incremental facility rate in order to generate surplus revenues that would benefit other transmission customers.  If the system average transmission rate is an annual reservation charge, one would compare that reservation charge to the incremental facility charge in the form of an annual reservation charge.  On the other hand, if the system average transmission rate is all-volumetric, one would compare that volumetric rate to the incremental facility charge calculated as a volumetric equivalent (i.e., the incremental facility annual reservation charge divided by the firm off-system customers’ annual average load factor—annual average throughput divided by capacity).  

Second, one must verify that the market rate contracted for by the shipper in the open season process exceeds SoCalGas’ system average transmission rate.  Shippers would not want rolled-in pricing at the system average transmission rate if their market bid for off-system services in the open season is below the system average transmission rate and if the reverse, they would want rolled-in pricing.   
If both conditions above are met—system average transmission rate is greater than incremental facility charge and open season contract rate is greater than system average transmission rate—both existing ratepayers and firm off-system shippers will benefit from rolled-in pricing.  Under those circumstances, SoCalGas could file an application for rolled-in treatment of the facility expansions.
1.3.3   This question presupposes that the system average transmission rate is an all-volumetric rate—otherwise a direct comparison of the average transmission rate and the facility charge would suffice to show benefits to existing ratepayers from rolled-in pricing.   Assuming volumetric assumptions are required to make comparisons, for an existing firm off-system facility SoCalGas would likely average several years of history on off-system deliveries at the point in question.  For a newer facility, SoCalGas might convert the open season customers’ contract (with their permission) to an all-volumetric contract rate with a take-or-pay commitment that would be sufficiently high to warrant benefits to existing ratepayers from rolled-in pricing.  
1.3.4   No.
1.3.5   N/A.

QUESTION 1.4: 
With respect to Footnote 3, which states:  “Rolled-in treatment might be appropriate in applications for new facilities that are relatively inexpensive or for older facilities that have been significantly depreciated and therefore have relatively low remaining net book value.”
1.4.1   Is the cost of new facilities the best indicator of whether facilities should be rolled in?

1.4.2. Please state what SoCalGas would consider to be “inexpensive” facilities.

1.4.3. With respect to the phrase “or for older facilities that have been significantly depreciated and therefore have relatively low remaining net book value,” please identify which facilities (if any) on SoCalGas’ system meet this criterion and have not already been rolled into rates. 

1.4.4. On a receipt point-by-receipt point basis, please indicate any existing facilities that SoCalGas believes could be used to provide firm off-system services either on a stand alone basis or in conjunction with a facilities expansion.

1.4.5. Please provide SoCalGas’ best estimate of the costs associated with expanding major receipt points.  Please indicate the amount of off-system firm capacity that would be associated with each potential expansion.

RESPONSE 1.4:

1.4.1   Costs and revenues together are the indicators of whether facilities should be rolled in.
1.4.2 
Inexpensive is not a specific dollar but is relative to the volumes that can be achieved.  A million dollars for 10 Dth/day would not be inexpensive, but a million dollars for 100,000 Dth/day would be.
1.4.3 
There are none. 

1.4.4
All facility could potentially be used for firm off-system services under the circumstances in the question.
1.4.5 
Please refer to the Prepared Direct Testimony of David M. Bisi in A.04-12-004, dated December 2, 2004, and the attached file for all studies performed within the last five years examining off-system deliveries to pipelines other than PG&E. These studies are not based on any forecast or analysis of the potential demand for natural gas in markets outside of California, but only show the facilities necessary under certain assumed scenarios. 
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QUESTION 1.5: 
Mr. Schwecke’s Direct Testimony at page 4, lines 16-22, states: “In addition, additional outlets beyond southern California for new potential supplies, such as LNG and California production, will encourage the development of these new supplies.”
1.5.1   What are SoCalGas’ current projections for the supplies of California produced gas over the next five years?

1.5.2   What are SoCalGas’ current projections for the supplies from existing LNG projects to be delivered into California over the next five years?

1.5.3  What are SoCalGas’ current projections for the supplies from new LNG projects to be delivered into California over the next five years.

RESPONSE 5:
1.5.1   The latest projections developed are in the 2008 California Gas Report.
1.5.2   The latest projections developed are in the 2008 California Gas Report.
1.5.3  
The latest projections developed are in the 2008 California Gas Report.
QUESTION 6: 
Mr. Schwecke’s Direct Testimony states at pages 4-5:  Firm and interruptible off-system services could increase the demand for SoCalGas’ unbundled storage service depending on who is purchasing the supplies. If the off-system service assists off-system customers in balancing their gas loads on another interconnecting pipeline, it could provide a new market opportunity for SoCalGas’ unbundled storage service.

1.6.1   Please state whether SoCalGas intends to allow off-system customers to access hub services in addition to accessing unbundled storage services.

1.6.2   If the answer to the previous question is “no,” please explain why off-system customers should be prevent from using hub services while they would be allowed to use unbundled storage services.

1.6.3   If the answer to the previous question is “yes,” please explain how the off-system customer would get access to hub services, that is, specifically which tariffs would give the customer access to those services.

RESPONSE 6:

1.6.1   Yes.
1.6.2   N/A.
1.6.3   In accordance with SoCalGas’ G-PAL tariff, hub services are available to any creditworthy party and not limited to “on-system” customers.  
QUESTION 1.7: 
With respect to Mr. Schwecke’s testimony at page 4-5, lines 23-12, which states:  

Firm and interruptible off-system services could increase the demand for SoCalGas’ unbundled storage service depending on who is purchasing the supplies. If the off-system service assists off-system customers in balancing their gas loads on another interconnecting pipeline, it could provide a new market opportunity for SoCalGas’ unbundled storage service.  For example, if power plants in neighboring states are required to balance their burns with their scheduled quantities, they could purchase SoCalGas unbundled storage and nominate deliveries off-system to balance their loads. This is very similar to what on-system customers are able to do today. Also, there could be additional demand for price arbitrage. For example, off-system gas Local Distribution Companies could buy storage to inject gas during the summer months (lower commodity prices) and nominate the gas for delivery during the winter months (higher gas prices) to meet a portion of their demand. The same could be true for summer peaking customers where they could buy storage and inject gas during the shoulder months (lower prices) for delivery off-system during the hot summer months (higher prices). While these activities might increase the short-term demand for SoCalGas’ unbundled storage, they could also provide an additional incentive for SoCalGas to expand its unbundled storage capacities.

1.7.1 Please state how much increased demand that SoCalGas is anticipating.

RESPONSE 1.7:
1.7.1  SoCalGas has not conducted a study of what the increased demand for storage might be, as the demand for storage changes year-to-year, month-to-month, day-to-day.  Demand is a function of customer preference that is beyond SoCalGas’ control.
QUESTION 1.8: 
With respect to Mr. Schwecke’s testimony at page 7, lines 19-27, which states:

The System Operator will establish interruptible volumes at levels that will ensure no adverse system impact from the service. For example, off-system deliveries at Blythe would be set at zero if there were any danger that such deliveries would create a minimum flowing supply requirement issue at that point. Off-system deliveries would not be allowed if they would result in any additional costs for ratepayers by forcing the exercise of supply contracts or other tools approved by the Commission to address the Blythe (or any other receipt point) minimum flowing supply requirement.

1.8.1   What information is SoCalGas proposing to provide in order to demonstrate that the off-system services provided at Blythe do not in any way create a minimum flowing supply requirement issue at that point?

1.8.2   Would SoCalGas be willing to post on Envoy a separate schedule of daily off-system delivery volumes at Blythe? 

1.8.3   Would SoCalGas be willing to post on Envoy a separate schedule of daily off-system delivery volumes at each of its receipt points?

RESPONSE 1.8:
1.8.1   Scheduled quantities on and off the system at Blythe would demonstrate that the off-system services provided at Blythe do not in any way create a minimum flowing supply requirement issue at that point.
1.8.2   Yes. 

1.8.3   Yes.
QUESTION 1.9: 
With respect to Mr. Schwecke’s testimony at page 15, lines 10-13, which states:

The Shipper Imbalance will be defined as the difference between the final scheduled volumes on the day of flow out of the off-system contract and the quantity of gas that was actually scheduled into the off-system contract. SoCalGas will monitor the Shipper Imbalance on a daily basis, and once an off-system Shipper Imbalance is incurred, an alert will be sent to that particular customer. The imbalance will be tracked in an administrative account and the customer will be instructed to nominate into or out of the account in order to clear the Shipper Imbalance. A customer will be instructed to clear the imbalance quantity as soon as practicable, but no later than ten (10) calendar days. If at the end of the ten (10) calendar days the Shipper Imbalance has not been cleared, such imbalance will be resolved in accordance with the terms of Schedule No. G-IMB.

1.9.1 How did SoCalGas determine that ten days was the correct period to allow an off-system shipper to clear its imbalance?

1.9.2 SoCalGas’ on-system customers pay an allocated share of storage costs as a cost of balancing services.  Has SoCalGas determined the costs associated with the potential off-system shipper imbalances?

1.9.3. If the answer to the previous question is “yes,” please state the costs on a per dth basis and provide the workpapers to the calculation.

1.9.4. If SoCalGas has not determined the costs associated with the potential off-system shipper imbalances, please provide such a calculation.

RESPONSE 1.9:
1.9.1
It seems like a reasonable time to allow for a shipper correct these minor imbalances and 10 days is shorter than interstate pipelines typically require shippers to clear such imbalances.  
1.9.2
No.   Based on the circumstances that need to occur in order to create a Shipper Imbalance, they are expected to be minor in nature if and when they occur.  
1.9.3
N/A.

1.9.4  SoCalGas does not project any Shipper Imbalances will occur and therefore has not determined the costs associated with potential Shipper Imbalances nor does it believe that costs need to be determined.  In addition, all revenues collected form off-system customer will reduce on-system customer rates, so allocating minor costs does not create any additional on-system customer rate reduction.
QUESTION 1.10: 
With respect to the Mr. Williams’ direct testimony at page 5, lines 17-21, which states:  

As shown by the formula, the forecasted system capacity increases on a 1:1 basis with any increase in off-system nominations. As the forecasted system capacity increases, the likelihood of an OFO condition decreases. Empirically and intuitively it is clear that providing off-system service has the potential to reduce the number of OFOs since it has the effect of increasing system capacity.

1.10.1 Please provide SoCalGas’ projection of the likelihood that off-system deliveries will occur simultaneously with OFO events.

1.10.2 Please estimate the extent to which SoCalGas expects that off-system deliveries will reduce OFO events.
1.10.3 Are there any characteristics of OFO events that would make it more likely that market participants would be likely to deliver off-system?

RESPONSE 1.10:

1.10.1  No projections have been or can be made as both are subject to customer decisions, which are outside SoCalGas’ control.
1.10.2  No projections have been or can be made as both are subject to customer decisions, which are outside SoCalGas’ control.
1.10.3  Yes.  During an OFO customers on the SDG&E/SoCalGas system are required to balance daily.  Off-system deliveries give customers the ability to shed supplies to ensure they are within balance.
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