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PREPARED REBUTTAL TESTIMONY

OF DAVID M. BISI
I.
Purpose

The purpose of my rebuttal testimony is to:

1. describe the SoCalGas/SDG&E Operational Flow Order (OFO) procedure and the Gas Control department’s actions;

2. identify the differences between the PG&E and the SoCalGas/SDG&E gas transmission systems; and 

3. explain why SoCalGas/SDG&E cannot include any of its linepack capacity in determining the need to declare an OFO.

II.
OFO Procedure
The SoCalGas/SDG&E Gas Control department has sole responsibility and authority for determining the need to declare an OFO.

The need for an OFO is determined by using very simple criteria: are supplies delivered to the system in excess of our forecasted system capacity?  If so, the system is at risk for over-pressurization, and an OFO must be declared.

In its testimony in this proceeding, Shell Energy (Shell) correctly summarized the calculation used by SoCalGas/SDG&E to determine the need to call an OFO
/:  for every nomination cycle, the SoCalGas/SDG&E Gas Control department calculates the system capacity as the sum of the forecasted demand (“sendout”), the physical injection capacity, and the off-system nominations.  This forecasted system capacity is then compared to the latest scheduled supplies.
/  If the level of scheduled supplies exceeds the forecasted system capacity, an OFO is declared.  
The Southern California Generation Coalition (SCGC) complains, on the one hand, about the high number of OFOs declared since 2004,
/ and on the other hand, recommends that OFOs should be determined solely “…by the mismatch between actual burn and on-system nominations.”
/  SCGC appears to be unaware that eliminating off-system nominations and injection capacity from the forecasted system capacity will increase the likelihood and number of OFOs.
Shell finds fault with the use of a demand forecast in the SoCalGas/SDG&E OFO calculation, and implies that the Gas Control department may manipulate this forecast to benefit shareholder programs.
/  The fact is, the Gas Control department does not consult with any procurement department, does not consider any impact on the unbundled storage program, HUB services, or any other shareholder incentive mechanism, and does not seek approval from any SoCalGas/SDG&E executive before declaring an OFO.  Indeed, the Gas Control department has no knowledge of any marketing or sales activities or their status, is physically separated from any departments engaging in procurement or sales activities, and is strictly concerned with the operation, safety, and integrity of the pipeline system.  Additionally, the Gas Control department resides within a separate organization of SoCalGas/SDG&E from the marketing/sales and procurement departments.

In developing the demand forecast for the OFO calculation, the Gas Control department makes use of public weather data for estimating the level of core demand (wholesale and retail) and market information and historical data for noncore customer demand.  The Gas Control department also makes use of demand forecast data provided directly by the California Independent System Operator (Cal ISO), which accounts for approximately 80% of the electric generation demand on the SoCalGas/SDG&E system.  While demand forecasts for these customer segments may also be created by other SoCalGas/SDG&E departments involved in the gas procurement (core and electric generation) or unbundled services sales activities, these forecasts are not shared with the Gas Control department, nor does the Gas Control department share its customer segment forecasts with others.
As is clearly evident, SoCalGas/SDG&E take great care to limit communication between their operating department and their procurement and marketing/sales departments.  SoCalGas and SDG&E also take utmost care to comply with the Remedial Measures established by the Commission to govern such communications, and have established strong internal controls to ensure compliance, including regular training and oversight by an Affiliate Compliance department devoted to providing oversight and guidance with respect to affiliate transaction and Remedial Measure issues.  Furthermore, the Commission oversees compliance by SoCalGas and SDG&E with affiliate transaction rules and Remedial Measures, and this oversight includes regular reporting and audits.
Shell also expresses a preference for imitating Pacific Gas & Electric Company’s (PG&E’s) practice of using system linepack inventory as a measure to declare OFOs.
/  According to Shell, doing so removes the “discretion inherent in the current OFO procedure,”
/ presumably resulting from SoCalGas/SDG&E’s use of a demand forecast, and would match the transparency provided to market participants on the PG&E system.
/  
Shell’s analysis is in error.  In order for PG&E to provide a forward-looking estimate of its pack and draft usage, it must compare a demand forecast against scheduled supplies.  PG&E is subject to the same difficulties and limitations as is SoCalGas/SDG&E in the development of the demand forecast.  Therefore, if Shell is comfortable overall with the level of discretion inherent in the PG&E methodology, it must also be comfortable with SoCalGas/SDG&E’s methodology.

Further, just as PG&E shows on its EBB how much linepack is used in its calculation of an OFO (which is the difference between the demand forecast and the scheduled supplies), SoCalGas/SDG&E show how much storage capacity is used (again, the difference between the demand forecast and the scheduled supplies).  So while the PG&E measure for calling an OFO differs from SoCalGas/SDG&E’s because the gas transmission systems are designed differently (as will be explained in more detail later), SoCalGas/SDG&E’s methodology is just as objective and transparent as PG&E’s.

Finally, Shell decries the “dramatic cycle-to-cycle changes in Forecasted Send-out”
/ resulting from SoCalGas/SDG&E’s OFO procedure.  Demand on the SoCalGas/SDG&E system is continuously changing, and the Gas Control department uses the most recent and accurate information available when it determines the demand forecast and system capacity.  If there are “dramatic cycle-to-cycle changes” in the demand forecast, it is because the demand is actually expected to change, which could be the result of a change in the temperature condition or a change in anticipated demand received directly from customers or from the Cal ISO.  A single heating degree day (HDD) difference in the weather forecast results in a change of 110 MMcfd of core customer demand, and an unexpectedly dispatched power plant can easily consume 200 MMcfd by itself.

III.
SoCalGas/SDG&E and PG&E System Differences
As SoCalGas/SDG&E have explained on several occasions, SoCalGas/SDG&E and PG&E built their gas transmission systems very differently.  It is true that the transmission systems of both SoCalGas/SDG&E and PG&E are similar in that they both use high-pressure, large-diameter pipelines to transport gas away from the California border.  However, they are quite different in that PG&E has considerably more miles of large diameter, high pressure gas transmission lines than SoCalGas/SDG&E, and has significantly less storage capacity than SoCalGas/SDG&E.  These large diameter, high pressure pipelines afford the PG&E system a tremendous amount of linepack well above what their system needs on a daily basis (500 – 600 million cubic feet (MMCF) of pack and draft capability).  Therefore, it makes sense that PG&E would use linepack as a parameter in determining the need to declare OFOs – particularly when one considers that PG&E only has approximately 42 billion cubic feet (BCF) of underground storage capacity system-wide.

In contrast, SoCalGas/SDG&E built its system with relatively low levels of pack and draft capability, but with a much larger amount of underground storage capacity – over three times that of the PG&E system at 131 BCF.

While PG&E utilizes all of its linepack capacity (500 – 600 MMCF) in its OFO calculations, it allocates only 75 MMcfd of injection capacity (the amount allocated to the balancing function) in its calculation.  SoCalGas/SDG&E allocate all of its injection capacity (850 MMcfd and in some cases more) and none of its linepack capacity, and still, SoCalGas/SDG&E and PG&E have had approximately the same number of high OFOs over the last five years (see Table 1 below).  Most of the increases in OFOs on the SoCalGas/SDG&E system have resulted from customers trying to inject gas into storage in the winter months of November, when storage fields are almost full and shut-in testing begins, and March, when compressor maintenance in preparation for the injection season is still ongoing.  In fact, the average number of November-March OFOs on the SoCalGas/SDG&E system has increased by 13 (i.e., 17 – 4) per year over the 1999 – 2003 data because of customer injections in these months (see Table 2 below).

	Table 1:  High OFOs

	Year
	PG&E
	SoCalGas/SDG&E

	2004
	59
	48

	2005
	41
	46

	2006
	43
	45

	2007
	60
	59

	2008
	34
	41

	Average
	47
	48


	Table 2:  SoCalGas/SDG&E OFOs

	Year
	Total
	Nov/Mar
	
	Year
	Total
	Nov/Mar

	2004
	48
	23
	
	1999
	19
	2

	2005
	46
	13
	
	2000
	9
	2

	2006
	45
	7
	
	2001
	26
	10

	2007
	59
	30
	
	2002
	15
	2

	2008
	41
	11
	
	2003
	21
	3

	Average
	48
	17
	
	Average
	18
	4


Finally, the PG&E’s gas transmission system resembles much more the traditional “point-to-point” transmission pipeline than that of SoCalGas/SDG&E.  The SoCalGas/SDG&E gas transmission system is complex and highly interconnected with a network of pipelines linking the numerous receipt points on the fringes of the service territory with each other and with the demand centers.  This results in pack and draft capacity that is situated close to the demand centers, which is helpful for meeting changes in customer demand but less so for absorbing changes in delivered supplies at the receipt points.

IV.
Linepack Cannot Be Used To Mitigate OFOs on the SoCalGas/SDG&E System
SoCalGas/SDG&E simply do not have enough pack and draft capability to mitigate OFOs and provide continuous, uninterrupted service to our customers.  The SoCalGas/SDG&E system has only 200 – 300 MMCF of pack and draft capacity.  SoCalGas/SDG&E use this capacity on a daily basis to meet hourly changes in customer demand over the course of the operating day.  In other words, it is not unusual for SoCalGas/SDG&E’s linepack to swing from the minimum to maximum levels within a given operating day.

As can be seen below, this has already been explained to intervenors several times in this proceeding.

3rd Data Request from Indicated Producers – IP-03

Question 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.
Response
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.

3rd Data Request from Indicated Producers – IP-03

Question 24.2

Is line pack a potential tool the System Operator can use to help satisfy the MFO?  If not, please explain why.
Response
No.  Please refer to Response 7.1.2 of this data request.
26th Data Request from SoCal Generation Coalition (SCGC-26)

Question 26.2.6

How is SoCalGas’ proposed use of storage inventory similar to PG&E’s use of line pack for determining the need for OFOs?
Response
SoCalGas’ proposed balancing level of 4.2 Bcf (inventory allocated to balancing) plus 1 Bcf is more generous than the PG&E rule, which is 2.2 Bcf inventory + daily linepack capability.  To the extent that allocated storage space is fully used by the noncore customers as a group, there would be no storage space available to allow for continued monthly balancing.  PG&E’s use of line packs is the same, when the line pack is at maximum or minimum level an OFO is called. Since SoCalGas’ linepack provides only a few hundred MMcf/d of hourly balancing, and zero day-to-day balancing capability, using inventory level is a reasonable proxy to the PG&E linepack method. (Emphasis added)
/  
Putting aside the fact that both the SoCalGas/SDG&E and PG&E OFO procedures depend equally on an accurate demand forecast, and given how the two utility systems were built, it makes no more sense to follow Shell’s recommendation to use linepack status as the measure for determining when to call an OFO on the SoCalGas/SDG&E system than it does to use underground storage capacity utilization as the measure for determining when to call an OFO on the PG&E system.  Both utilities must use as a measure the feature around which their systems were designed: linepack capacity on the PG&E system and underground storage capacity on the SoCalGas/SDG&E system.

IP and SCGC would like the Gas Control department to use the SoCalGas/SDG&E system pack and draft capacity in the OFO calculation or in the determination for needing additional supplies delivered on the Southern System.  There is simply no linepack capacity available on the SoCalGas/SDG&E system for these functions.  As anyone would agree, both weather and electric generation demand are extremely difficult to forecast.  As already mentioned, a single HDD difference in the weather forecast results in a change of 110 MMcfd of core customer demand, and an unexpectedly dispatched power plant can consume 200 MMcfd.  While the Gas Control department would attempt to meet these demand changes by using underground storage capacity, it needs the system-wide pack and draft capacity to manage hourly changes in both planned and unplanned customer demand.

Thus, unlike on the PG&E system, the relatively small level of linepack on the SoCalGas/SDG&E system can be completely used to address changes in demand on a day-to-day or even cycle-to-cycle basis, and therefore cannot be used as a measure for declaring OFOs.

This concludes my rebuttal testimony.  
�/ 	Prepared Phase II Testimony of Laird Dyer on Behalf of Shell Energy North America (US), L.P., page 3 - 4


�/ 	This comparison is automated by SoCalGas’ Envoy EBB, and for OFOs on Cycle 2, SoCalGas/SDG&E use confirmed supplies from Cycle 1 for this calculation since scheduled supplies from that Cycle 1 are not yet available.


�/ 	Direct Testimony of Catherine E. Yap on Behalf of Southern California Generation Coalition, page 50.


�/ 	Yap, page 51.


�/ 	“In light of the subjective judgment that is inherent in the forecasted demand calculation…” “The OFO trigger provides SoCalGas/SDG&E with the opportunity to set demand forecasts at higher or lower levels, enabling departments within SoCalGas/SDG&E to capitalize on shareholder opportunities.”  Laird, page 4.


�/ 	Laird, page 8.


�/ 	Laird, page 8


�/ 	Laird, page 11


�/ 	Laird, page 5.


�/ 	As the full text of this data response clearly shows, SoCalGas/SDG&E did not state that “SoCalGas has available ‘a few hundred’ MMcf of system line pack that could be used to avoid declaring an OFO”, as claimed by SCGC.  Yap, page 50 and SCGC Response to SoCalGas/SDG&E 3rd Data Request to Southern California Generation Coalition Question 6.
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