SAN DIEGO GAS AND ELECTRIC COMPANY

SOUTHERN CALIFORNIA GAS COMPANY

2013 TRIENNIAL COST ALLOCATION PROCEEDING (A.11-11-002)

(DATA REQUEST FROM DRA-OCE-3)
______________________________________________________________________


Exhibit Reference: Prepared Direct Testimony of Joel Mumford and Todd Van De Putte dated September 18, 2012
QUESTION 1:

In addition to providing detailed reasons (referencing Q 4 of DRA-OCE-2) why SoCalGas released the 1st contractor, could you please provide detailed reasons why the 2nd contractor Ensign was hired?

RESPONSE 1:

The 2nd Directional Drilling Contractor was not Ensign, it was Baker Hughes-INTEQ.  Baker Hughes-INTEQ was hired because the directional drilling tool proprietary design was different than that of the Sperry rotary steerable tool. SoCalGas felt that after initial experience with the Sperry-Halliburton GEOPilot rotary steerable tools and discovering the difficult drilling conditions in the WEZU C2C well, although initially the GEOPilot rotary steerable tools performed well, it became apparent that the GEOPilot tool didn’t have sufficient capability to build angle at a higher rate when difficult well course correction scenarios occurred at the Honor Rancho Field.  After comparing the rotary steerable tools specifications for both contractors, it was determined that the Baker Hughes-INTEQ Autotrak tools were projected to have the capability of a higher build rate, should it be needed.  That additional capability was an important adjustment in tool selection in the event that SoCalGas encountered continued difficult drilling conditions in the other wells during the project like what was encountered during the drilling of WEZU C2C.
QUESTION 2:

Was the second contractor Ensign among the first people who made a bid for the job originally?
RESPONSE 2:

Ensign is not a directional drilling contractor.  Baker Hughes-INTEQ did originally bid for the work.

QUESTION 3:

Why wasn’t the 2nd contractor Ensign selected first?
RESPONSE 3:

Ensign is not a directional drilling contractor.  Baker Hughes-INTEQ was not selected initially due to their limited availability, pricing, and their original lack of commitment to providing locally experienced personnel for the project.  SoCalGas felt that Halliburton’s initial commitment to providing a highly experienced Senior Directional Driller who had 20+yrs of directional drilling experience and had drilled wells previously at the Honor Rancho Field was an important selection criteria.  Baker Hughes-INTEQ did not initially commit to providing that level of experienced personnel due to their high workload and manpower shortage at that time.
QUESTION 4:
Whose decision was it to fire the 1st contractor, Halliburton?

RESPONSE 4:

It was a SoCalGas Storage Engineering management team decision.

QUESTION 5:
Who hired the new contractor?
RESPONSE 5:

The SoCalGas Storage Engineering management team.

QUESTION 6:
Please provide a copy of the Declaration of Jim Strader, dated April 6, 2010 provided in A09-07-014, giving the methodology used to arrive at the cost estimates for the wells.
RESPONSE 6:

Please see Attachment 1 to the attached April 6, 2010 SoCalGas motion.
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QUESTION 7:
Please explain why tools either failed or got lost in the drilling of Liquid Production Wells Nos.1 & 2?

RESPONSE 7:

The drilling difficulties experienced during the drilling of WEZU C2C were primarily related to the ability of the directional drilling tools to steer the bit along the planned directional well path in the lower section of the wellbore.  The encountered geologic formations in the well made it difficult for the directional drilling tools to maintain the planned course and the stresses placed on the directional tools while attempting to steer and maintain the well course caused the drilling tool mechanical failures.   In the case of WEZU C7, there were no difficulties in maintaining the planned directional well course with the directional drilling tools. However, in the WEZU C7 well, the lower section of the wellbore and the geologic formation in that section of the wellbore became mechanically unstable over time, thus causing wellbore sloughing and the hole began to cave in.  In this instance, bottomhole assemblies became stuck in the wellbore during the wellbore cleanout operations because of the wellbore sloughing, and the drilling tools were lost in the wellbore.

QUESTION 8:
It appears the problems encountered by the 1st contractor in Liquid Production Well #1: WEZU C2C is similar to those encountered by the 2nd Contractor in Liquid Production Well #2: WEZU C7. Is this right?
RESPONSE 8:

That is not correct.  The problems encountered during the drilling of WEZU C7 were related to formation sloughing and instability.

QUESTION 9:
How much were the cost of the three various drilling assemblies lost in Liquid Production Well #2: WEZU C7?

RESPONSE 9:

· Total Baker Hughes-INTEQ Lost-In-Hole Deductible Paid Charges: $295,761
· Total Lost-In-Hole Other Vendor Replacement Charges
·  (Reamer, Collars, drill pipe, etc.):





 $50,757
 

· Three drilling assemblies Total Lost In Hole Total Charges: 

 $346,518
 

The balance of the remaining tool charges for the WEZU C7 well were related to rotary steerable tool repairs, drill pipe re-hardbanding, etc. which are billed by the vendors after the well drilling operations are completed and these charges would not appear in the daily cost estimate reports.
QUESTION 10:
How was the cost handled?

RESPONSE 10:

Lost-In-Hole Limited Liability Insurance was taken out by SoCalGas and a deductible paid based on the value of the lost tools. This is an optional insurance provided by most directional drilling contractors in the oil and gas industry.  The referenced $50,757 in additional costs was charged to the project.
QUESTION 11:
Was an insurance claim filed by any party (SoCal Gas, Halliburton and Ensign) for the lost and failed tools?

RESPONSE 11:

Ensign is not a directional drilling contractor, Baker Hughes-INTEQ was the second directional drilling contractor.  As discussed in Response 10 above, SoCalGas procured Lost-In–Hole insurance which covered their mud motors, rotary steerable tools and their miscellaneous bottomhole assembly components. SoCalGas does not know if Halliburton or Baker Hughes-INTEQ had their own insurance covering these tools.
QUESTION 12:
Since SoCalGas, Halliburton and Ensign have liability insurance, why are the costs of lost tools not covered by insurance?

RESPONSE 12:
Please see Responses 10 and 11 above.
QUESTION 13:
Furthermore, in reference to Section 15.0 (a) of the contract agreement between SoCalGas and the contractors, should there still be cost sharing for failed and lost tools between SoCalGas and the contractors?

RESPONSE 13:

The indemnification provisions of Section 15 do not apply to failed/lost tools and equipment.  Please see Section 16.7 of the agreement (“Downhole Tools/Equipment”) that specifically supersedes Section 15 with respect to these items.
QUESTION 14:
Were any of the lost tools retrieved?
RESPONSE 14:

Despite diligent efforts to recover the lost tools, which is a condition of the Lost in Hole Insurance, the tools could not be retrieved.
QUESTION 15:
What process was used to select the bad tools used by both contractors?

RESPONSE 15:

The directional drilling tools used by both directional drilling contractors were not “bad” tools.  It is relatively common to lose drilling tools in wells as part of the normal drilling process, which is one reason drilling is expensive and Lost-In-Hole insurance is a standard (and relatively expensive) offering in the drilling industry.  The directional tools used were selected based on the recommendation of the contractors and their numerous years of drilling experience and local knowledge of drilling 100s of wells throughout California, in addition to their worldwide directional drilling expertise.  SoCalGas agreed with these contractor recommendations based on our local knowledge as well as the directional drilling contractors knowledge of the drilling conditions in the Honor Rancho Storage Field.

QUESTION 16:
What process was used to select the good tools used by both contractors?

RESPONSE 16:

Again, there were no “good tools” or “bad tools.”  Please see our response to Question 15 for an explanation of the process we used to select all of the tools we used.

QUESTION 17:
What kind of incentives did you give the contractors to complete the project within scheduled time?

RESPONSE 17:

As is typical in the industry, the contract was on a time-and-material basis. The incentive for the contractors to perform well is the potential to get future work from SoCalGas, in addition to the effect on their reputation within the relatively small California oil and gas drilling industry and its effect on their ability to get future work from other operators.

QUESTION 18:
How much control did you exact over this and describe how you exercised this control?

RESPONSE 18:

SoCalGas managed the contractors via a 24/7 on-site wellsite supervisor, in addition to SoCalGas personnel being available 24/7 during all drilling operations.

QUESTION 19:
Did you have intermediate milestones or was your contract focused on the end of the job goals?

RESPONSE 19:

We did not have contractual “intermediate milestones.”  Drilling wells are not typically managed like a surface facilities or a pipeline construction contract.  However, there were project phases with expected completion durations planned for each well drilled for the project.

QUESTION 20:

In A09-07-014, Appendix A, there were alternative well sites in the event a chosen drill site is no longer viable possibly due to discovery of poor formation thickness, rock type or permeability, did SoCal Gas and the contractors explore this alternatives, given the difficulties encountered during the well drilling?

RESPONSE 20:

The alternative well sites were not needed to achieve the geologic target objectives.  All four of the wells drilled 2 brine disposal and 2 liquid production wells reached their expected geologic objectives via the planned well locations and directional well plans. If other alternative well sites had been selected it would have changed the surface facility plan/design at a significant increase in cost to the project, including surface facility construction delays and it would not have ensured an improved result given the geologic target objective.
QUESTION 21:
Was a geological survey done before the commencement of drilling?
RESPONSE 21:

Geologic studies of the Honor Rancho field were first performed by the oil company that discovered the field, and these studies were updated by SoCalGas when we took over the field.  SoCalGas has a working geologic model of the Honor Rancho field which is based on historical and current geologic data, and is updated whenever new data is available - such as from new wells. The most recent update of the Honor Rancho geologic model was performed by Dr. Thom Davis, in which he built a 3 dimensional computer based geologic model. Dr. Davis is well known for his work in petroleum geology as well as having worked for the USGS and the Southern California Earthquake Center in furthering understanding of fault systems in California and how earthquakes are generated. See his website http://www.thomasldavisgeologist.com.  This model has been successfully utilized in the past to select/target and drill wells in the field.  This geologic model for the Honor Rancho Storage Field proved to be accurate and successful in targeting and drilling all 4 of the required wells for this project, as all the wells reached their objectives and at the anticipated targeted depths.
QUESTION 22:
Did the geological survey anticipate the problems the 1st and 2nd contractors experienced during the drilling of these wells?

RESPONSE 22:

See response to OCE-03-21.  In addition, the geology of the Honor Rancho Field is complex and as such can be difficult to predict drilling problems.  Well drilling is an uncertain activity that can involve no problems at all, problems like the ones we encountered that are surmountable but increase costs, or even insurmountable problems that result in unusable/unproductive wells that must be abandoned or redrilled.  Even with advanced technologies and a mature, proved field/formation it is impossible to predict drilling problems at depth.  This situation is exacerbated in the Honor Rancho Field because the formation is not consistent across the field. Two horizontal wells had previously been drilled in different parts of the Honor Rancho field with relatively little drilling difficulty, and so it was our initial hope that the new wells would not pose any unusual difficulty.

QUESTION 23:
At what point were you aware of the over-runs and what steps did you take to mitigate it?
RESPONSE 23:

The cost overruns occurred on a well-by-well basis.  The estimated well costs were recorded for each well on a daily basis by our drilling project management software.  SoCalGas monitored those estimated costs on a daily basis and made daily decisions in order to mitigate those costs.  SoCalGas monitored the cost of each phase of a given well and the time taken to complete each phase.  During a well drilling operation drilling difficulties are not uncommon, but unless you drill the well to the objective target depth that well has no value and would simply be a sunk cost.  A well drilling operation is at the mercy of the drilled formations and there are only limited opportunities to mitigate costs during a drilling operation.  As the drilling operation is a time-and-material operation, the main driver to reduce the cost is by reducing the amount of time required to drill the well.  For example, if the drilling rate slows down due to an unexpected formation change, the drill bit would be changed to a different design in order to increase the drill rate through that given formation and as such reduce the time to complete the well.  The Rotary Steerable directional drilling systems are another example of a cost mitigation measure which is designed to drill directional wells faster and more accurately, thus requiring less total rig time on a given well, thus reducing the overall time and cost to drill the well.  SoCalGas closely monitored the well drilling operation and made every reasonable attempt to improve the efficiency of the drilling process.
QUESTION 24:
In instances where projects were not completed within scheduled time, did the contractors in each case do a written request for an extension of time, in compliance with your contract?

RESPONSE 24:

The contracts were based on a time and dollar value, not on a well-by-well basis.  As the project progressed, if the project was going to exceed the original time and/or dollar value estimates the contracts were extended as required.
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BEFORE THE PUBLIC UTILITIES COMMISSION 


OF THE STATE OF CALIFORNIA 


 
Application of SOUTHERN CALIFORNIA GAS 
COMPANY (U 904 G) to Amend its Certificate of Public 
Convenience and Necessity for the Honor Rancho Natural 
Gas Storage Facility. 
 


 
 


Application No.  09-07-014   
(Filed July 13, 2009) 


MOTION OF SOUTHERN CALIFORNIA GAS COMPANY (U 904 G)  
TO SUBMIT ADDITIONAL EVIDENCE AND TO SHORTEN TIME 


I.  INTRODUCTION 


Pursuant to Rule 11.1 of the California Public Utilities Commission’s (“Commission’s”) 


Rules of Practice and Procedure, Southern California Gas Company (“SoCalGas”) hereby moves 


to submit additional evidence into the record.  This evidence supplements SoCalGas’ Certificate 


of Public Convenience and Necessity (“CPCN”) Amendment Application (filed July 13, 2009) 


with respect to the capital project costs associated with the Honor Rancho Expansion Project 


(“Expansion Project”).   


The Application provided capital cost information for the specific components of the 


Expansion Project:  well drilling, cushion gas, and electrical upgrades.  While the Expansion 


Project costs set forth in the Application fall within the range of estimated costs in the 2009 


Biennial Cost Allocation Proceeding (“BCAP”) Phase I Settlement,1 this additional evidence 


                                                 
1 See Joint Motion of San Diego Gas & Electric Company, et al., for Adoption of Settlement Agreement 
and Immediate Suspension of Briefing Schedule for Phase One Issues (filed August 22, 2008) (“BCAP 
Joint Motion”).  Page 11 of the BCAP Joint Motion contained an estimated range of costs for inventory 
expansion between $6 million to $8 million per billion cubic feet (“Bcf”) for a 7 Bcf expansion of storage 
inventory based on the record in that proceeding.  At the upper range, the total estimated cost for a 7 Bcf 
expansion was shown as $56 million.  In this Application, SoCalGas is requesting a capital cost cap of 
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should provide the Commission with sufficient information to adopt a reasonable and prudent 


capital cost cap of $48.9 million, as described in SoCalGas’ Opening Comments to the Proposed 


Decision (filed March 25, 2010).  As stated in those comments, and supported by Joint Reply 


Comments (filed March 29, 2010), no parties2 have challenged SoCalGas’ estimates or provided 


additional or contrary evidence on costs.3  If the Commission adopts a capital cost cap of $48.9 


million, and capital costs exceed the adopted capital cost cap, SoCalGas would seek recovery of 


those excess costs in a subsequent application, subject to a review of the reasonableness of any 


costs in excess of the cap.4  


II.  DESCRIPTION OF ADDITIONAL EVIDENCE BEING PROVIDED 


 Attachment 1 to this Motion is the Declaration of James T. Strader, which provides 


further cost breakdown of the project costs reflected in the Application.  Mr. Strader also 


provides an explanation of how the cost estimates for the new wells were derived.  The drilling 


of six new wells accounts for $35.2 million ($32.4 million for the sub-surface wells and $2.8 


million for well surface facilities) of the total $48.9 million in project capital costs.  As Mr. 


Strader explains, the drilling of three new liquid production wells and three new brine injection 


wells is reasonable to meet the objective of increasing brine production by 2,500 barrels per day.  


                                                                                                                                                             
$48.9 million to complete the 7 Bcf of expanded storage capacity pursuant to the BCAP Phase I 
Settlement Agreement.  As Mr. Strader explains in his declaration, SoCalGas has added 2 Bcf of 
expansion capacity without drilling new wells, but by undertaking certain upgrades and operational 
adjustments at the Honor Rancho and Aliso Canyon storage fields.  The 2 Bcf was obtained at a cost of 
approximately $2.85 million.  For purposes of making an “apples-to-apples” comparison of the cost 
estimates per the Application and the BCAP Joint Motion, one must compare the costs for achieving the 
full 7 Bcf of inventory.  By taking the $48.9 million for the Expansion Project (which will add 5 Bcf) and 
adding that amount to the $2.85 million that SoCalGas has already spent at Honor Rancho and elsewhere 
to achieve the initial 2 Bcf, one arrives at a total cost figure of $51.75 million for 7 Bcf.  This total 
estimated cost figure is under the $56 million that was provided in the BCAP Joint Motion. 
2 Specifically, the parties that signed the BCAP Phase I Settlement Agreement. 
3 See Opening Comments of Southern California Gas Company (U 904 G) on the Proposed Decision, p. 
10 (filed March 25, 2010). 
4 See Id. 
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Recent drilling data at another storage facility was considered in estimating the cost and duration 


of the drilling activities for the Expansion Project. 


 Attachment 2 to this Motion is the Declaration of Michael A. Calabrese, which provides 


further details to support the revenue requirement, per year, that was contained in the Application 


on page 24, Table 2.   


Attachment 3 to this Motion is the Declaration of Gary G. Lenart, which provides further 


details to support the cost allocation and rate impact, per year, that were contained in the 


Application on page 25, Table 4.   


III.  RELIEF REQUESTED 


SoCalGas respectfully moves for the receipt of this additional information into evidence.  


SoCalGas also requests that the Commission waive or shorten the response period so that a final 


Commission decision on SoCalGas’ Application can be rendered on April 22, 2010. 


 


Respectfully submitted, 


By:  /s/ Johnny J. Pong   
 
DAVID J. GILMORE 
JOHNNY J. PONG 


Attorneys for 
SOUTHERN CALIFORNIA GAS COMPANY 
555 West Fifth Street, Suite 1400 
Los Angeles, CA  90013-1034 
Telephone:  (213) 244-2990 
Facsimile:  (213) 629-9620 
Email:  dgilmore@sempra.com  
Email:  jpong@sempra.com 


April 6, 2010 
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DECLARATION OF JAMES T. STRADER  1 


ON BEHALF OF SOCALGAS 2 


1. My name is James T. Strader.  I am a Project Manager for Storage Operations for 3 


Southern California Gas Company (SoCalGas). 4 


2. I am providing additional cost data to support the capital cost estimates for the 5 


Honor Rancho Expansion Project (Expansion Project), as provided in SoCalGas’ CPCN 6 


Amendment Application. 7 


3. In addition, I am providing further explanation of how the cost estimate for the 8 


well drilling was derived and how the well drilling plan was developed.  The well work 9 


accounts for $35.2 million of the total estimated project cost of $48.9 million. 10 


4.  SoCalGas has been able to expand storage by 2 billion cubic feet (Bcf) without 11 


drilling any new wells. The first 2 Bcf (out of 7 Bcf, per the BCAP Phase I Settlement) 12 


are available due to various projects already completed at Honor Rancho, and the space 13 


created by fluids being removed from the storage zone during day-to-day operations of 14 


Aliso Canyon and Honor Rancho storage fields.  The projects already completed include 15 


the main unit gas compression intercoolers (completed in 2009 to improve compressor 16 


efficiency and allow for a higher injection pressure at a cost of approximately $1.76 17 


million), the W15 to C1 production line (which removed a production bottleneck at a cost 18 


of approximately $495,000), and converting Well C4 to a brine injection well from a gas 19 


withdrawal well (at a cost of approximately $605,000.  These items were relatively 20 


inexpensive when compared to drilling new wells, and cost approximately $2.86 million 21 


in total.   The Expansion Project requires the storage space be available at a faster and 22 


more definite rate than what is expanded under normal operations.  Hence, the new wells 23 







 2


and improvements in liquids processing and filtration are required in order to meet the 1 


schedule for increased storage inventory set forth in the Application. 2 


SUMMARY OF PROJECT COSTS 3 


5. The Honor Rancho Expansion Project is divided into four major cost categories, 4 


which are captured in four separate FERC accounts:  (1) wells – FERC account 352, (2) 5 


well surface piping – FERC account 353, (3) plant upgrades – FERC account 356, and 6 


(4) cushion gas – FERC account 117. 7 


6. The estimated costs contained under each of these four major cost categories are 8 


broken down into the following types of direct costs:  (i) company labor, (ii) contract 9 


costs, (iii) materials, (iv) other direct charges (which, for wells, includes all well drilling 10 


services such as the drilling rig, completion rig, mud mixing and handling, directional 11 


drilling management, on-site supervision, well logging, and miscellaneous equipment 12 


rentals). 13 


7. Project costs also include the following types of indirect costs:  (i) labor indirects, 14 


(ii) material indirects, (iii) other indirects, and (iv) allowance for funds used during 15 


construction (AFUDC).  16 


8. Appendix A, Table 1 (Honor Rancho Expansion Project Cost Breakdown) shows 17 


the estimated total direct and indirect costs, by types of costs, for each of the four FERC 18 


accounts.   19 


9. Appendix A, Table 2 (Honor Rancho Expansion Project Estimated Annual 20 


Expenditures) provides the estimated annual capital expenditures (2008-2015) for each of 21 


the four FERC accounts.  These amounts represent the estimated dollars to be spent per 22 


year. 23 







 3


COST OF WELLS 1 


10. The cost of the wells comprises the majority of the overall estimated project costs:  2 


$35.2 million out of $48.9 million.  $32.4 million is for sub-surface wells and $2.8 3 


million is for well surface facilities. 4 


11. Two types of wells will be drilled as part of the Expansion Project:  liquid 5 


production wells and brine injection wells.  Each liquid production well is estimated to 6 


cost $6.9 million.  Each brine injection well is estimated to cost $3.9 million. 7 


12. The estimated cost of the wells can be broken down as shown in the chart below: 8 


 9 


Injection Well Production Well
Totals Totals


Company labor $35,000 $35,000
wellhead 1 $50,000 $50,000 1 $75,000 $75,000
surface casing 1 $60,000 $60,000 1 $60,000 $60,000
misc. (injector packers, etc) $55,000 $20,000
down-hole pumps NA 1 $300,000 $300,000
1500' of production liner NA $0 $0 1500 $35 $52,500
footage 8000 12000
casing cost per foot $65 $65
tubing cost per foot $15 $15
drill services per foot* $48,000 $61,000
number of drilling days 45 60
Casing cost $520,000 $780,000
Tubing cost $120,000 $180,000
Drill Services $2,160,000 $3,660,000
Overheads/AFUDC $172,000 $263,000
Contingency $800,000 $1,500,000


Grand Total $3,972,000 $6,925,500
*The directional drilling equipment costs are different between the production and injection wells.


HR BCAP EXPANSION - Well Cost Estimate Breakdown


 10 


 11 


13. The two types of wells bear several differences which account for the difference 12 


in costs.  These differences are depicted in Appendix A, Table 3 (Well Type 13 


Comparison).  SoCalGas estimates that liquid production wells will take approximately 14 


60 days to drill, and brine injection wells will take approximately 45 days to drill. 15 







 4


14. The main difference is that production wells will be 25% to 50% deeper than the 1 


injection wells, and will also include the cost of the down-hole pump equipment.  2 


15. As stated in the Application, SoCalGas will drill up to three liquid production 3 


wells and up to three brine injection wells. 4 


16. The Honor Rancho facility currently can inject up to 2,000 barrels per day (Bpd) 5 


of brine.  The normal injection rate is in the 1,000 Bpd to 1,500 Bpd range.  To create the 6 


expanded gas storage space required in the time allotted per the BCAP Phase I Settlement 7 


Agreement, a minimum of an additional 2,500 Bpd of brine must be produced from the 8 


existing gas storage zone each day and injected into the brine disposal zone.  SoCalGas 9 


has estimated that three liquid production wells and three brine injection wells will allow 10 


SoCalGas to meet the 2,500 Bpd objective.  The down-hole pumps specified for the 11 


production wells can pump 1,000 Bpd to 1,500 Bpd and the actual production is 12 


dependent on the down-hole conditions.  Math shows that two or three production wells 13 


will achieve the required rate depending on how much brine is produced by each well.  14 


The same goes for the injection wells.  Past experience at Honor Rancho storage field 15 


shows the existing injection wells will take 1,000 Bpd to 1,500 Bpd.  Again, math shows 16 


that two or three injection wells will be needed to achieve the required injection rate 17 


based on past experience. 18 


17. In the event that two liquid production wells and/or two brine injection wells test 19 


to meet the 2,500 Bpd objective once placed in service, SoCalGas will not drill the fifth 20 


or sixth wells. 21 







 5


18. As is practical, SoCalGas’ drilling schedule has been purposely staggered to 1 


provide evaluation time of each type of well once it is placed in service in order for 2 


SoCalGas to assess the capabilities of each added well. 3 


19. Notwithstanding this capability, SoCalGas’ estimated need for three additional 4 


liquid production wells and brine injection wells is reasonable given the need to expand 5 


capacity by 2,500 Bpd. 6 


20. SoCalGas considered data from its recent experience in drilling similar wells at 7 


another one of its storage fields in developing estimates for the Expansion Project.  8 


Appendix A, Table 4 (Recent Well Drilling Data) provides pertinent data from three 9 


wells that were drilled at another storage field in 2008.  Two production wells and one 10 


injection well were drilled.  All wells are shallower than the proposed wells for the Honor 11 


Rancho storage field. 12 


21. The drilling rig SoCalGas has contracted for is a large and modern rig using 13 


improved directional drilling techniques and modern drill bit technology.  However, as 14 


with any drilling, the geological conditions and unforeseen circumstances make 15 


estimating duration and costs associated with drilling difficult.  Therefore, the data in 16 


Table 4 is helpful in deriving a reasonable estimate for the Honor Rancho well work; 17 


however, it is not a precise indicator. 18 


22. Therefore, as is typical for drilling activities, a contingency factor was applied to 19 


the drilling cost estimates.  The contingency factor used was 25%. 20 


23. Although SoCalGas has provided a reasonable estimate of well costs, in addition 21 


to the remaining costs, SoCalGas will track actual costs and will only recover its actual 22 


costs in rates. 23 







 6


 1 


I hereby declare under penalty of perjury that the information contained in this 2 


declaration is true and correct to the best of my knowledge. 3 


 4 


Signed on April 6, 2010 in Valencia, California. 5 


 6 


 /s/ James T. Strader   7 


James T. Strader8 
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Table 3 


Well Type Comparison 


 
Type of Well Production Injection


Depth approx 10,000 - 12,000 feet approx. 7,000 - 8,000 feet


Down-hole Pump Yes No


Surface Pump Equipment Yes No


Number of Days to Drill * approx. 60 days approx. 45 days


Number of Laterals 4 1  


 


* using modern drilling technologies 







 


Table 4 


Recent Well Drilling Data 


 


Date Drilled Well Name Depth Total Days of 
Drilling Cost


July 2008 Covington 1 7,624 feet 72 $2.9 million


September 2008 Stewart 1 6,457 feet 64 $2.3 million


October 2008 Riegle 1 * 7,300 feet 78 $3.2 million  
 


 


* disposal well 
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