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______________________________________________________________________
QUESTION 1:

SCG’s and SDG&E’s testimony (Marelli testimony, pp.1-2, lines 20-23 and line 1, respectively) states “Revenue-sharing incentives for the unbundled storage program are in the best interest of SoCalGas and SDG&E’s customers because they encourage us to maximize customer benefits from unbundled storage program revenues through aggressive negotiations with counterparties, creative product marketing, and storage field operations.” Please provide definitions of “aggressive negotiations”, “creative product marketing”, and “storage field operations” as used in this context, with specific examples and/or implementation details of each. 

Are any of these three categories precluded from being carried out under the current revenue sharing mechanism? If so, please explain why/how.

How would a modified revenue-sharing mechanism specifically increase the likelihood of SCG and SDG&E performing these activities?

RESPONSE 1:

“Aggressive negotiations” means making sales that capture a higher percentage of the total storage value for the utility and our customers.  There is a limited incentive to do this under a 90/10 sharing mechanism, particularly in today’s market.  There would be a much greater incentive under a 60/40 mechanism.  

“Creative product marketing” means tailoring the package to meet each customer’s needs, rather than selling one standardized product through an auction and having customers tailor their own products through secondary market transactions.  It also means developing an active park program.  There would be a significant incentive to capture every niche product market, however, under a 60/40 sharing mechanism.

SoCalGas already optimizes storage operations under the existing storage sharing mechanism, but a revised mechanism might lead to additional creative efforts to help maintain the amount of storage capacity that can be sold on a firm basis.


QUESTION 2:

SCG’s and SDG&E’s testimony (Marelli testimony, pg. 2, line 20) states “…natural gas price volatility is much lower today than it has been in the past.”

Please define what time period is referred to as “the past” in this context. Please provide a chart presenting the price of the time period and indicate the data source for the price.

RESPONSE 2:

SoCalGas analyzed the daily settlement price for the SoCal Border future with the nearest expiration date from 2005 thru 2014.  The settlement price is published by the Chicago Mercantile Exchange (previously NYMEX).   This price is shown in figure 2.1.  Following standard practice, SoCalGas estimated the annualized historical volatility of the daily log returns (i.e. Log return = Log(price) – Log(price_prior_day).  The results of this calculation are shown in Figure 2.2 





QUESTION 3:

SCG’s and SDG&E’s testimony (Marelli testimony, pg.4, lines 9-10) states “At the same time, 5% monthly balancing is still generous, and strikes a reasonable balance between the competing interests on this topic.”

Please define the term “balance” as used in this context. Please define the term “competing interests” as used in this context and provide examples.

Do SCG and SDG&E consider 5% balancing to be a compromise between stakeholder positions? What range of potential monthly balancing requirements that would cover the scope of the “competing interests” (including SCE and SDG&E’s) identified in Ms. Marelli’s testimony? Please identify which stakeholder’s interest would be represented by each point in the range and provide relevant documentation.


RESPONSE 3:

“Balance” in this context means a reasonable compromise between SoCalGas’ current 10% monthly balancing requirement and the near-zero monthly balancing tolerance of interstate pipelines.  “Competing interests” refers to customers, who often favor generous tolerances, and pipeline operators, who prefer less generous tolerances for operational reasons. 5% monthly is the midpoint of these ranges.


QUESTION 4:

SCG’s and SDG&E’s testimony (Fung testimony, pg.7, lines 6-7) states, in reference to the Aliso Canyon project “The $27 million figure shown in Table 9 is the average of the first three years’ revenue requirements as shown in Table 2 of D.13-11-023. This revenue requirement is based on a total capital cost of $200.9 million for Aliso.” A footnote at the end of this cited passage further states “The Commission established a maximum cost of $200.9 million for Aliso, SoCalGas’ estimated total capital costs.”

Please provide actual recorded costs through the end of 2014 and associated data/workpapers for the Aliso Canyon project.


RESPONSE 4:


Almost $101 million has been spent through the end of 2014.  See attached:






QUESTION 5:

SCG’s and SDG&E’s testimony (Chaudhury testimony, pg.2, line 2) shows in Table 1: Proposed Allocation of Capacities and Costs to Functions that Core Reservation Inventory, Injection (summer/winter), and Withdrawal (summer/winter) are all proposed to remain unchanged from 2016 through 2019, yet costs rise from $59.6 million in 2016 to $65.7 million in 2017 (a 10.2% increase), with no further increases through 2019.

Please describe in detail how the requirement for this increase was formed and provide any accompanying workpapers and data sources.


RESPONSE 5:

[bookmark: _GoBack]The increase in costs flows directly from Mr. Watson’s 2016-2019 TCAP Storage Cost Allocation workpapers, which, in turn, are tied to Ms. Fung’s total storage costs.  Ms. Fung shows total storage costs rising from $96.19 M in 2016 to $110.58 M for 2017-2019, which represents a 15% increase.  This increase is primarily due to the Aliso  Canyon project described in Q. 4 above.  As a result, the core’s storage costs increase 10.2 percent in 2017 and remain unchanged in 2018 and 2019.




QUESTION 6:

SCG’s and SDG&E’s testimony (Chaudhury testimony, pg.2, line 2) shows in Table 1: Proposed Allocation of Capacities and Costs to Functions that Unbundled Storage Inventory, Injection (summer/winter), and Withdrawal (summer/winter) are all proposed to remain unchanged from 2016 through 2019, yet costs rise from $15.4 million in 2016 to $17.0 million in 2017-2019, a 10.4% increase.

Please describe in detail how the requirement for this increase was developed and provide any accompanying workpapers and data sources.


RESPONSE 6:

The unbundled storage program’s cost increase of 10.4 percent in 2017 is almost identical to that of core storage, whose assets also remained unchanged.  The explanation for this increase is the same as that in Response 5.
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Figure 2.2: Historical Volatility
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Total

				Cost Elements				Act. Cum.

				6110020		SAL-MGMT  S/T		2,191,327.60

				6110030		SAL-MGMT  T&1/2		63.22

				6110080		SAL-CLERICAL/TECH ST		16,355.60

				6110110		SAL-UNION  S/T		13,424.43

				6110120		SAL-UNION  T&1/2		14,246.10

				6110130		SALARIES-UNION  DOUBLE TIME		518.83

				6110140		SAL-TEMP F-T S/T		11,601.54

				6110141		SAL-EMP CNTR MGT S/T		115,382.13

				6110172		SAL-PT TIME C&T S/T		286.88

				6110333		SALARIES-SIGNING BONUS		10,000.00

				6110334		SAL-SPOT CASH AWARD		3,000.00

				6120012		EMP BEN-EMPLOYEE RECOGNITION		270.80

				6130001		EMP TRAVEL-EMP  AIR		20,657.70

				6130010		EMP TRVL-MEALS&TIP		472.46

				6130011		EMP TRVL-INCIDENTALS		329.94

				6130012		EMP TRAVEL-MILEAGE		17,990.31

				6130014		EMP TRAVEL-PARKING		991.55

				6130015		EMP TRVL-MEALS/ENT		3,960.85

				6130016		EMP TRAVEL-CAR RENTAL		3,388.86

				6130017		EMP TRAVEL-TAXI AND SHUTTLE		1,116.98

				6130020		EMP TRVL-HOTEL/LODG		10,267.63

				6130050		EMP TRAVEL-OTHER		752.69

				6210000		PURCHASED MATERIALS		23,270.83

				6211380		MATL-ELECTRICAL PARTS		20,375.58

				6211470		MATL-PRINTED MATERIALS		1,153.15

				6213005		MATL-OFFICE SUPPLIES		3,476.66

				6213010		MATL-PCARD/FIELD CD		6,191.55

				6213015		MATL-OFC FURNITURE		2,338.05

				6213025		MATL-COMPUTER EQUIPMENT		109.53

				6213030		MATL-SOFTWARE		2,758.37

				6213035		MATL-GAS&DIESEL FUEL		149.88

				6213080		MATL-REPAIR PARTS		413.58

				6213085		MATL-MISCELLANEOUS		13,114.58

				6213090		MATL-FREIGHT		1,626.74

				6213120		MATL-AUDIO VISUAL EQUIPMENT		99.15

				6213140		MATL-BUILDING MATERIALS		326.77

				6213165		MATL-CHEMICALS		

				6213175		MATL-COMPRESSOR EQUIPMENT		9,111,777.77

				6213180		MATL-COMPUTER HARDWARE		37,046.19

				6213185		MATL-CONCRETE VAULT PARTS		7,069.25

				6213200		MATL-CONSTRUCTION EQUIPMENT		3,504.86

				6213225		MATL-ELECTRICAL EQUIPMENT		11,459.22

				6213260		MATL-FITTINGS		4,132.12

				6213360		MATL-LOCKS		234.08

				6213365		MATL-MEASURE INSTRUMENTS		68,424.64

				6213420		MATL-PAVING MATERIALS		868.16

				6213470		MATL-PRESS CNTRL FTG		1,900.59

				6213485		MATL-PUMPS		37,527.27

				6213500		MATL-ROCK SAND DIRT		9,563.84

				6213520		MATL-SECURITY SYSTEMS		28,879.74

				6213525		MATL-METAL PIPE & FITTINGS		80,537.34

				6213535		MATL-VALVES		3,117.61

				6213550		MATL-WIRE & CABLE		761.81

				6220000		PURCHASED SERVICES		20,627.08

				6220002		SRV-CONTRACTORS-CONSULTING		559,771.53

				6220005		SRV-CONTR-MAJOR PROJ		48,308,340.67

				6220007		SRV-CONTR-TIME&EQUIP		444,061.26

				6220008		SRV-CONTRACTORS		363.20

				6220009		SRV-CONTR-SPECFC JBS		50,821.74

				6220050		SRV-ADVRTSNG&MKTG		125,509.57

				6220060		SRV-FOOD SERVICE-CATERING		9,898.94

				6220100		SRV-TREE TRIMMING		93,964.30

				6220190		SRV-SECURITY		562.23

				6220360		SRV-CMPTR ORD FLFLMT		1,469.68

				6220380		SRV-TEMPORARY AGENCY LABOR		55,074.11

				6220390		SRV-PRINTING & GRAPHICS		34,873.92

				6220401		SRV-PRINTING BUSINESS CARDS		158.08

				6220412		SRV-COPY-CONVENIENCE		907.51

				6220421		SRV-COPY-ENGINEERING		1.03

				6220422		SRV-COPY-SERVICE CENTER		206.67

				6220430		SRV-MAIL/MESSENGER-GENERAL		15.70

				6220431		SRV-MAIL-SPEC PROJ		434.37

				6220432		SRV-MAIL-O/NIGHT EXP		6.98

				6220433		SRV-MAIL/MESSENGER-COURIER		336.39

				6220450		SRV-MAIL/MESSENGER-POSTAGE		10.73

				6220470		SRV-MAIL OTHER		31.34

				6220480		SRV-ENGINEERING		5,965,411.91

				6220500		SRV-GOV T/K-DSGN/BLD		340.00

				6220530		SRV-CONSTRUCTION-OTHER		1,361,856.07

				6220535		SRV-GOVT PERMITS		13,750,793.44

				6220560		SRV-CONSTRUCTION PAVING		63,357.18

				6220570		SRV-DESIGN		125,718.45

				6220580		SRV-ONLINE SRV MISC		744.00

				6220590		SRV-MISCELLANEOUS		17,470.73

				6220600		SRV-CONSULTING-OTHER		4,739,651.15

				6220640		SRV-TRNG & SEM IN-H		2,873.98

				6220800		SRV-CONSERVATION		25,801.30

				6220810		SRV-CUSTOMER SERVICES		949.70

				6220812		SRV-BUS & CIVIC MTGS		3,050.70

				6220840		SRV-VEH&EQUIP RENTAL		126,648.73

				6220850		SRV-VEH&EQUIP W/OPER		50,287.36

				6220860		SRV-MAINTENANCE AND REPAIRS		4,689.54

				6220870		SRV-PHONE&COMMUN SYS		247.68

				6220910		SRV-HAZARDOUS WASTE DISPOSAL		24,229.82

				6220930		SRV-ENERGY EFFICIENCY		7,943.80

				6220940		SRV-WELL DRILLING		

				6220980		SRV-JANITORIAL		4,406.79

				6221000		SRV-CONSTRUCTION-ELECTRIC		526,189.45

				6221050		SRV-LABORATORY		2,018.58

				6221085		SRV-SITE ASSESS&MIT		247,600.00

				6230160		SRV-NEWS PHOTO SERVICES		359.36

				6230270		SRV-DATA PROCESSING		7.83

				6230380		SRV-CONTRACT LABOR		39,078.30

				6230390		SRV-PRINTING/GRAPHICS VIDEO		134.66

				6230540		SRV-HOLIDAY EVENTS		668.97

				6250001		DUES-BUSINESS/PROFESSIONAL		461.45

				6280001		GOVERNMENT PAYMENTS-PERMITS		18,132.84

				6290400		MISC REIMBURSEMENTS		1,799.92

				6320001		TELE-COMM SYS COSTS		34.28

				6320002		TELEPHONE-CELLULAR PHONES		22.49

				6340000		Cash Discounts on Purchases		46,679.19-

				6350742		MISC CHARGES		

				6351999		INTERNAL ORDER CLEARING		

				6610123		CAP PROP TAX  - CWIP		685,644.91

				6900001		AFUDC Settlement cle		4,529,477.71

				6900004		AFUDC-DEBT		674,077.75

				6900005		AFUDC-EQUITY		2,263,467.43

				6900200		ACCOUNTING ADJ.-NO O		99,932.63

				9121100		V&S L (CS)		411,476.55

				9121200		ICP (Costing Sheet)		552,810.71

				9121400		PLPD L (CS)		52.40

				9121410		PLPD L (CS) SCG		2,456.61

				9121510		Wk Comp L (CS) SCG		3,266.49

				9121600		Pension & Benefits - Labor		61.86

				9121610		P&B L (CS) SCG		5,695.97

				9122300		PR Tax NL (CS)		5,324.12

				9122310		PR Tax NL (CS) SCG		213,066.25

				9122400		PLPD NL (CS)		1,116.92

				9122410		PLPD NL (CS) SCG		61,949.01

				9122500		Wk Comp NL (CS)		2,286.90

				9122510		Wk Comp NL (CS) SCG		94,039.27

				9122600		Pension & Benefit - NonLabor		8,192.09

				9122610		P&B NL (CS) SCG		483,217.74

				9122900		P&B REF NL (CS)		2,735.84

				9122910		P&B REF NL (CS) SCG		329,550.33

				9123100		VACATION & SICK (CL)		115,889.67

				9123200		ICP (CL)		156,633.30

				9123400		PUBLIAB PROPDAM L(CL)		17.54

				9123410		PUBLIAB PROPDAM LBR(CL) SCG		776.27

				9123510		WK COMP-LABOR (CL) SCG		982.33

				9123600		P&B L (CL)		45.23

				9123610		P&B L (CL) SCG		1,658.60

				9124300		PAYROLL TAXES (CL)		2,720.61

				9124310		PAYROLL TAXES (CL) SCG		114,943.63

				9124400		PUBLIAB PROPDAM NL(CL)		435.43

				9124410		PUBLIAB PROPDAM NL(CL) SCG		17,299.17

				9124500		WK COMP-NONLABOR (CL)		1,447.08

				9124510		WK COMP-NONLABOR (CL) SCG		22,508.53

				9124600		P&B NL (CL)		4,123.70

				9124610		P&B NL (CL) SCG		134,655.04

				9124900		P&B REF NL (CL)		618.46

				9124910		P&B REF NL (CL) SCG		58,194.31

				9131080		FLT GT Cap&3rd L(CS)		2,524.70

				9131150		Purchasing L (CS)		180,299.47

				9131660		Engineering ETS Labor (CS)		273,510.43

				9131700		Shop Order L (CS)		167.32

				9131850		Small Tools L (CS)		57.67

				9131900		Capital A&G Labor (CS)		220,900.95

				9132080		FLT GT Cap&3rdNL(CS)		14,437.20

				9132150		Purchasing NL (CS)		76,788.72

				9132660		Eng ETS NL (CS)		11,473.68

				9132700		Shop Order NL (CS)		169.11

				9132850		Small Tools NL (CS)		1,220.83

				9132900		Capital A&G NonLabor (CS)		280,607.10

				9431050		Ratable FLT L -Util		0.01

				9431060		Rat FLT L Over/Under		1.70

				9431070		Ratable FLT L -Defau		210.17

				9431100		Ratable Vacaion&Sick		39.03

				9431200		ICP (Ratable Allocation)		16.13

				9431250		Ratable Warehouse L		3.35

				9431400		Rat PbLiab PpDam-L		0.16

				9431600		Ratable P&B L		0.35

				9432050		Ratable FLT NL -Util		0.08

				9432060		Rat FLT NL -Over/Und		9.04

				9432070		Ratable FLT NL -Defa		746.68

				9432250		Ratable Ware NL		1.38

				9432300		Ratable Payroll Tax		21.14

				9432400		Rat PbLiab PpDam-NL		3.79

				9432500		Rat Wk Comp-NonLab		11.16

				9432600		Ratable P&B NonLabor		31.17

				9432900		P&B-REFUNDABLE-RATABLE		4.57

				9500010		INT SETT - SALARIES		26,890.58

				9500020		INT SETT - EMP BEN		4,397.64

				9500030		INT SETT - PR TAXES		1,473.14

				9500040		INT SETT - EMP TRAV		3,522.00

				*    Costs				100,854,752.15
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