SAN DIEGO GAS & ELECTRIC COMPANY 
SOUTHERN CALIFORNIA GAS COMPANY
 NORTH-SOUTH PROJECT REVENUE REQUIREMENT 

(A.13-12-013)
 (9TH DATA REQUEST FROM TURN) ____________________________________________________________________________

QUESTION 1:

Please provide all SoCalGas Advice Letters filed in 2008-2014 seeking authority to contract for pipeline capacity with EPNG.
RESPONSE 1:

Please see the attached Advice Letters.
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QUESTION 2:

Please provide the number and date of any resolution issued in response to the Advice Letters in Question #1 above.
RESPONSE 2:

None of the advice letters provided in Response 1 were addressed by a Commission resolution. 
QUESTION 3:

Please provide all GCIM annual reports for the period April 2008-March 2014.
RESPONSE 3:

See attached Annual Reports which are included as Attachment A to SoCalGas’ annual GCIM Applications filed in June.
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QUESTION 4:
Is it correct that SoCalGas’ Gas Acquisition has had contracts for pipeline capacity on the EPNG system since at least 1990? Is there any year in which SCG has not held contracted capacity on EPNG between 1990 and 2014?
RESPONSE 4:

SoCalGas has had contracts for pipeline capacity on the EPNG system since at least 1990.  Contracts prior to 2006 were not specific to Gas Acquisition.
QUESTION 5:
Has SCG’s Gas Acquisition ever been unable to contract for EPNG capacity due to a lack of available capacity, rather than due to lack of mutual agreement concerning contract terms and conditions? If yes, please identify such instances and provide a short explanation.
RESPONSE 5:

While Gas Acquisition has typically been able to contract with EPNG for its desired capacity needs, EPNG did not always have capacity available on the paths or at the receipt and delivery points that were Gas Acquisition’s primary choice.  

For example, when EPNG originally pathed its system in 2006, SoCalGas was prorated due to lack of available capacity on the path, receipt, and delivery point combinations Gas Acquisition we originally requested.  Other examples occurred during subsequent negotiations when there were also paths, receipt, and delivery point combinations that were unavailable.
Additionally, in recent years capacity to El Paso’s Ehrenberg delivery point has sold at a premium to the rate to El Paso’s Topock delivery point.
QUESTION 6:
Please provide total annual EG throughput for the years 2008-2014. 
RESPONSE 6:

Please refer to the California Gas Reports which are available at:

http://socalgas.com/regulatory/cgr.shtml
Page 92 of the 2014 California Gas Report contains recorded EG data class from 2009-2013. 

2008 recorded data is available in the 2012 California Gas Report. 
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STATE OF CALIFORNIA Edmund G. Brown Jr., Governor

PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

June 13, 2011
Advice Letter 4244

Rasha Prince, Director
Regulatory Affairs

Southern Cdlifornia Gas

555 W. Fifth Street, GT14D6
Los Angeles, CA 90013-1011

Subject: Expedited Advice Letter for Interstate Capacity Contract Between
SoCalGas Company and El Paso Natural Gas Company

Dear Ms. Prince:
Advice Letter 4244 is effective June 13, 2011.

Sincerely,

A~

Julie A. Fitch, Director
Energy Division





Southern
California
Gas Company

)
A g Sempra Energy utility”

Rasha Prince
Director
Regulatory Affairs

555 W. Fifth Street, GT14D6
Los Angeles, CA 90013-1011
Tel: 213.244.5141

Fax: 213.244.4957
rprince@semprautilities.com

May 23, 2011

Advice No. 4244
(U 904 G)

Subject: Expedited Advice Letter for Interstate Capacity Contract Between
Southern California Gas Company and El Paso Natural Gas Company

Purpose

Southern California Gas Company (SoCalGas) respectfully requests pre-approval of the
extension of capacity contract 9RBW with El Paso Natural Gas Company (El Paso) for
103,000 Dth/d.

Background

Under the interstate capacity acquisition procedure approved in Decision (D.) 04-09-022,
contracts for interstate capacity supported by the Division of Ratepayer Advocates (DRA)
and The Utility Reform network (TURN) may be submitted for approval to the California
Public Utilities Commission (Commission) by an Expedited Advice Letter.

DRA and TURN have authorized SoCalGas to state that they support the capacity
contract with El Paso described below.

Description of Contract

The terms of the contract are confidential and are described in Attachment B submitted
under the confidentiality provisions of General Order 66-C and Section 583 of the Public
Utilities Code and provided only to the Energy Division, DRA and TURN.

This filing will not create any deviations from SoCalGas’ tariffs, cause withdrawal of
service from any present customer, or impose any more or less restrictive conditions.

Protests

Anyone may protest this advice letter to the Commission. The protest must state the
ground upon which it is based, including such items as financial and service impact, and
should be submitted expeditiously. The protest must be made in writing and received
within 10 days of the date this expedited advice letter was filed with the commission,
which is June 2, 2011.





Advice No. 4244 -2- May 23, 2011

There is no restriction on who may file a protest. The address for mailing or delivering a
protest to the Commission is:

CPUC Energy Division
Attention: Tariff Unit

505 Van Ness Avenue
San Francisco, CA 94102

Copies of the protest should also be sent via email to the attention of Franz Cheng
(fcc@cpuc.ca.gov), Maria Salinas (mas@cpuc.ca.gov), and Honesto Gatchalian
(inj@cpuc.ca.gov) of the Energy Division. A copy of the protest shall also be sent via both
e-mail and facsimile to the addresses shown below on the same date it is mailed or
delivered to the Commission.

Attn: Sid Newsom

Tariff Manager - GT14D6

555 West Fifth Street

Los Angeles, CA 90013-1011
Facsimile No. (213) 244-4957

E-Mail: snewsom@semprautilities.com

Attn: Steve Hruby

Regulatory Case Manager — GT14D6
555 West Fifth Street

Los Angeles, CA 90013-1011
Facsimile No. (213) 244-4957
E-Mail: shruby@semprautilities.com

Effective Date

SoCalGas believes that this filing is subject to Energy Division disposition and should be
classified as Tier 2 (effective after staff approval) and respectfully requests that this filing
become effective on June 13, 2011, which is 21 calendar days after the date filed.

Notice

A copy of this advice letter is being sent to the parties listed on Attachment A, which
includes interested parties in R.04-01-025.

Rasha Prince
Director - Regulatory Affairs





CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Company name/CPUC Utility No. SOUTHERN CALIFORNIA GAS COMPANY (U 904-G)

Utility type: Contact Person:_Sid Newsom
[ ]ELC X GAS Phone #: (213) _244-2846
[ ]pPLC [ |HEAT [ ]WATER | E-mail: snewsom@semprautilities.com
EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)
ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat WATER = Water
Advice Letter (AL) #: 4244
Subject of AL: EAL for Interstate Pipeline Capacity Contract with El Paso Natural Gas

Keywords (choose from CPUC listing): Contracts; Capacity

AL filing type: [_] Monthly [_] Quarterly [ ] Annual [_] One-Time [X] Other Periodic

If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:
D04-09-022

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL No

Summarize differences between the AL and the prior withdrawn or rejected AL: N/ZA

Does AL request confidential treatment? If so, provide explanation: AttachmentsBand Care
confidential as explained in AL

Resolution Required? [ ] Yes [X] No Tier Designation: [ ]1 X2 []3
Requested effective date: _6/13/11 No. of tariff sheets: 0O

Estimated system annual revenue effect: (%): None

Estimated system average rate effect (%): None

When rates are affected by AL, include attachment in AL showing average rate effects on customer
classes (residential, small commercial, large C/I1, agricultural, lighting).

Tariff schedules affected: None
Service affected and changes proposed?: N/ZA
Pending advice letters that revise the same tariff sheets: None

Protests and all other correspondence regarding this AL are due no later than 20 days after the date of
this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Southern California Gas Company
Attention: Tariff Unit Attention: Sid Newsom

505 Van Ness Ave. 555 West Fifth Street, GT14D6
San Francisco, CA 94102 Los Angeles, CA 90013-1011
mas@cpuc.ca.gov and jnj@cpuc.ca.gov snewsom@semprautilities.com

Discuss in AL if more space is needed.






ATTACHMENT A

Advice No. 4244

(See Attached Service Lists)





Advice Letter Distribution List - Advice 4244

Alcantar & Kahl
Seema Srinivasan
sls@a-klaw.com

Alcantar & Kahl, LLP
Mike Cade
wmc@a-klaw.com

CPUC
Pearlie Sabino
pzs@cpuc.ca.gov

CPUC - DRA
R. Mark Pocta
rmp@cpuc.ca.gov

City of Azusa

Light & Power Dept.
215 E. Foothill Blvd.
Azusa, CA 91702

City of Colton

Thomas K. Clarke

650 N. La Cadena Drive
Colton, CA 92324

City of Pasadena - Water and Power
Dept.

G Bawa
GBawa@cityofpasadena.net

Commerce Energy
Blake Lazusso
blasuzzo@commerceenergy.com

Crossborder Energy
Tom Beach
tomb@crossborderenergy.com

Davis, Wright, Tremaine
Judy Pau
judypau@dwt.com

Douglass & Liddell
Donald C. Liddell
liddell@energyattorney.com

Alcantar & Kahl
Kari Harteloo
klc@a-klaw.com

Barkovich & Yap
Catherine E. Yap
ceyap@earthlink.net

CPUC

Energy Rate Design & Econ.
505 Van Ness Ave., Rm. 4002
San Francisco, CA 94102

California Energy Market
Lulu Weinzimer
luluw@newsdata.com

City of Banning
Paul Toor

P. O. Box 998
Banning, CA 92220

City of Long Beach, Gas & Oil Dept.
Chris Garner

2400 East Spring Street

Long Beach, CA 90806

City of Riverside
Joanne Snowden
jsnowden@riversideca.gov

Commerce Energy
Catherine Sullivan
csullivan@commerceenergy.com

DGS
Henry Nanjo
Henry.Nanjo@dgs.ca.gov

Dept. of General Services
Celia Torres
celia.torres@dgs.ca.gov

Downey, Brand, Seymour & Rohwer
Dan Carroll
dcarroll@downeybrand.com
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Alcantar & Kahl LLP
Annie Stange
sas@a-klaw.com

Beta Consulting
John Burkholder
burkee@cts.com

CPUC

Consumer Affairs Branch
505 Van Ness Ave., #2003
San Francisco, CA 94102

Calpine Corp
Avis Clark
aclark@calpine.com

City of Burbank

Fred Fletcher/Ronald Davis

164 West Magnolia Blvd., Box 631
Burbank, CA 91503-0631

City of Los Angeles

City Attorney

200 North Main Street, 800
Los Angeles, CA 90012

City of Vernon
Dan Bergmann
dan@igservice.com

County of Los Angeles

Stephen Crouch

1100 N. Eastern Ave., Room 300
Los Angeles, CA 90063

Davis Wright Tremaine, LLP
Edward W. O'Neill

505 Montgomery Street, Ste 800
San Francisco, CA 94111

Douglass & Liddell
Dan Douglass
douglass@energyattorney.com

Dynegy
Mark Mickelson
Mark.Mickelson@dynegy.com
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Dynegy - West Generation
Joseph M. Paul
Joe.Paul@dynegy.com

Genon
Greg Bockholt
Greg.Bockholt@Genon.com

Hanna & Morton
Norman A. Pedersen, Esq.
npedersen@hanmor.com

JBS Energy
Jeff Nahigian
jeff@jbsenergy.com

LADWP
Robert Pettinato
Robert.Pettinato@ladwp.com

Luce, Forward, Hamilton & Scripps
John Leslie
jleslie@luce.com

Manatt, Phelps & Phillips, LLP
David Huard
dhuard@manatt.com

Navigant Consulting, Inc.
Ray Welch
ray.welch@navigantconsulting.com

RRI Energy
John Rohrbach
JRohrbach@rrienergy.com

Safeway, Inc
Cathy lkeuchi
cathy.ikeuchi@safeway.com

Gas Transmission Northwest
Corporation

Bevin Hong
Bevin_Hong@transcanada.com

Genon Energy, Inc.
Greg Bockholt
Greg.Bockholt@Genon.com

Iberdrola Renewables Energy Services
Julie Morris
Julie.Morris@iberdrolaren.com

Kern River Gas Transmission Company
Janie Nielsen
Janie.Nielsen@KernRiverGas.com

LADWP
Nevenka Ubavich
nevenka.ubavich@ladwp.com

MRW & Associates
Robert Weisenmiller
mrw@mrwassoc.com

March Joint Powers Authority
Lori Stone
23555 Meyer Drive,

March Air Reserve Base, CA 92518-
2038

PG&E Tariffs
Pacific Gas and Electric
PGETariffs@pge.com

Regulatory & Cogen Services, Inc.
Donald W. Schoenbeck

900 Washington Street, #780
Vancouver, WA 98660

Sierra Pacific Company
Christopher A. Hilen
chilen@sppc.com
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General Services Administration
Facilities Management (9PM-FT)
450 Golden Gate Ave.

San Francisco, CA 94102-3611

Goodin, MacBride, Squeri, Ritchie &
Day, LLP

James D. Squeri
jsqueri@gmssr.com

Imperial Irrigation District
K. S. Noller

P. O. Box 937

Imperial, CA 92251

LA County Metro
Julie Close
closeJ@metro.net

Law Offices of William H. Booth
William Booth
wbooth@booth-law.com

Manatt Phelps Phillips
Randy Keen
rkeen@manatt.com

National Utility Service, Inc.

Jim Boyle

One Maynard Drive, P. O. Box 712
Park Ridge, NJ 07656-0712

Praxair Inc
Rick Noger
rick_noger@praxair.com

SCE
Karyn Gansecki
karyn.gansecki@sce.com

Southern California Edison Co
Fileroom Supervisor

2244 Walnut Grove Av, 290, GO1
Rosemead, CA 91770
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Southern California Edison Co.
Kevin Cini
Kevin.Cini@SCE.com

Southern California Edison Company
Michael Alexander
Michael . Alexander@sce.com

Sutherland, Asbill & Brennan
Keith McCrea
kmccrea@sablaw.com

Western Manufactured Housing
Communities Assoc.

Sheila Day
sheila@wma.org

Southern California Edison Co.

Colin E. Cushnie
Colin.Cushnie@SCE.com

Southwest Gas Corp.
John Hester

P. O. Box 98510

Las Vegas, NV 89193-8510

TURN
Marcel Hawiger
marcel@turn.org
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Southern California Edison Co.
John Quinlan
john.quinlan@sce.com

Suburban Water System
Bob Kelly

1211 E. Center Court Drive
Covina, CA 91724

The Mehle Law Firm PLLC
Colette B. Mehle
cmehle@mehlelaw.com
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ALCANTAR & KAHL, LLP
MICHAEL P. ALCANTAR
mpa@a-klaw.com

CALIF PUBLIC UTILITIES COMMISSION
Joyce Alfton
alf@cpuc.ca.gov

CROSSBORDER ENERGY
R. THOMAS BEACH
tomb@crossborderenergy.com

SOUTHWEST GAS CORPORATION
ANDY BETTWY
andy.bettwy@swgas.com

BRIGGS LAW CORPORATION
CORY J. BRIGGS
cory@briggslawcorp.com

BETA CONSULTING
JOHN BURKHOLDER
burkee@cts.com

NATURAL RESOURCES DEFENSE
COUNCIL

SHERYL CARTER
scarter@nrdc.org

GOODIN, MACBRIDE, SQUERI, DAY &
LAMPREY

BRIAN T. CRAGG
bcragg@goodinmacbhride.com

CALIF PUBLIC UTILITIES COMMISSION
Laurence Chaset
lau@cpuc.ca.gov

SEMPRA ENERGY
JOHN R. ELLIS
JEllis@SempraUtilities.com

CALIF PUBLIC UTILITIES COMMISSION
David K. Fukutome
dkf@cpuc.ca.gov

GOODIN MACBRIDE SQUERI RITCHIE
& DAY LLP

JEANNE B. ARMSTRONG
jarmstrong@gmssr.com

CALIF PUBLIC UTILITIES COMMISSION
Nilgun Atamturk
nil@cpuc.ca.gov

MC CARTHY & BERLIN, LLP
SUSIE BERLIN
sberlin@mccarthylaw.com

FERRIS & BRITTON
W. LEE BIDDLE
Ibiddle@ferrisbritton.com

EXXON MOBIL CORP.
DANIEL J. BRINK
daniel.j.brink@exxonmobil.com

TECHNICAL SERVICES MANAGER
JIM CAMPION
Jim.Campion@conservation.ca.gov

COUNTY OF LOS ANGELES
HOWARD CHOY
hchoy@isd.co.la.ca.us

TRANSCANADA PIPELINES LIMITED
MARGARET CROSSEN
margaret_crossen@transcanada.com

GOODIN MACBRIDE SQUERI DAY &
LAMPREY LLP

MICHAEL B. DAY
mday@goodinmachride.com

CALIF PUBLIC UTILITIES COMMISSION
Roy Evans
rle@cpuc.ca.gov

SOUTHWEST GAS CORPORATION
RANDALL P. GABE
randy.gabe@swgas.com
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CALIF PUBLIC UTILITIES COMMISSION
Wendy Al-Mukdad
wmp@cpuc.ca.gov

SEMPRA ENERGY
GEORGETTA J. BAKER
GBaker@SempraUtilities.com

BERLINER LAW PLLC
ROGER BERLINER
roger@berlinerlawpllic.com

LAW OFFICES OF WILLIAM H. BOOTH
WILLIAM H. BOOTH
wbooth@booth-law.com

ENERGY MINERALS & NATURAL
RESOURCES DEPT

DAVID K. BROOKS
david.brooks@state.nm.us

DOWNEY BRAND, LLP
DAN L. CARROLL
dcarroll@downeybrand.com

COGENERATION CONTRACT
SERVICES

MARSHALL D. CLARK
Marshall.Clark@dgs.ca.gov

CALIF PUBLIC UTILITIES COMMISSION
Eugene Cadenasso
cpe@cpuc.ca.gov

DOUGLASS & LIDDELL
DANIEL W. DOUGLASS
douglass@energyattorney.com

REED SMITH LLP
MARK FOGELMAN
mfogelman@reedsmith.com

LATINO ISSUES FORUM
ENRIQUE GALLARDO

1918 UNIVERSITY AVE., STE. 3D
BERKELEY, CA 94704-1051
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ENERGY SERVICES & INVESTMENTS,
LLC

WILLIAM S. GARRETT, JR.
wgarrettesi@aol.com

CORAL ENERGY RESOURCES, L.P.
AMY GOLD
agold@coral-energy.com

CALIF PUBLIC UTILITIES COMMISSION
Belinda Gatti
beg@cpuc.ca.gov

THE UTILITY REFORM NETWORK
MARCEL HAWIGER
marcel@turn.org

MANATT, PHELPS & PHILLIPS, LLP
DAVID L. HUARD
dhuard@manatt.com

OFFICE OF STATE SENATOR MARTHA
ESCUTIA

BILL JULIAN
billjulian@sbcglobal.net

MANATT PHELPS & PHILLIPS, LLP
RANDALL W. KEEN
rkeen@manatt.com

MODESTO IRRIGATION DISTRICT
THOMAS S KIMBALL
tomk@mid.org

EL PASO CORPORATION - WESTERN
PIPELINES

STEPHEN G. KOERNER
steve.koerner@elpaso.com

LUCE, FORWARD, HAMILTON &
SCRIPPS, LLP

JOHN W. LESLIE, ESQ.
jleslie@luce.com

CALIF PUBLIC UTILITIES COMMISSION
Kelly C. Lee
kcl@cpuc.ca.gov

CALIF. DEPT OF WATER RESOURCES
JACQUELINE GEORGE
jgeorge@water.ca.gov

DYNEGY, INC.
MICHELLE GRANT
michelle.d.grant@dynegy.com

CALIF PUBLIC UTILITIES COMMISSION
Jacqueline Greig
jnm@cpuc.ca.gov

SIERRA PACIFIC POWER COMPANY
CHRISTOPHER HILEN
chilen@sppc.com

SOUTHERN CALIFORNIA EDISON
COMPANY

GLORIA M. ING
gloria.ing@sce.com

ALCANTAR & KAHL, LLP
EVELYN KAHL
ek@a-klaw.com

SHUTE, MIHALY & WEINBERGER LLP
DEBORAH L. KEETH
keeth@smwlaw.com

DOUGLASS & LIDDELL
GREGORY S.G. KLATT
klatt@energyattorney.com

CALPINE CORPORATION
AVIS KOWALEWSKI
kowalewskia@calpine.com

DOUGLASS & LIDDELL
DONALD C. LIDDELL
liddell@energyattorney.com

CITY OF PALO ALTO
RAVEEN MAAN
raveen_maan@city.palo-alto.ca.us
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SOUTHERN CALIFORNIA GAS
COMPANY

DAVID J. GILMORE
DGilmore@SempraUtilities.com

DISTRIBUTED ENERGY STRATEGIES
STEVEN A. GREENBERG
steveng@destrategies.com

SOUTHWEST GAS CORPORATION
ANITA HART
anita.hart@swgas.com

STOEL RIVES
SETH HILTON
sdhilton@stoel.com

ADAMS BROADWELL JOSEPH &
CARDOZO

MARC D. JOSEPH
mdjoseph@adamsbroadwell.com

WINSTON & STRAWN LLP
JOSEPH M. KARP
jkarp@winston.com

ELLISON, SCHNEIDER & HARRIS, LLP
DOUGLAS K. KERNER
dkk@eslawfirm.com

PACIFIC GAS AND ELECTRIC
COMPANY

KERRY C. KLEIN
kck5@pge.com

CALIF PUBLIC UTILITIES COMMISSION
Sepideh Khosrowjah
skh@cpuc.ca.gov

CALIF PUBLIC UTILITIES COMMISSION
Diana L. Lee
dil@cpuc.ca.gov

SOUTHERN CALIFORNIA EDISON
COMPANY

WALKER A. MATTHEWS, Il
walker.matthews@sce.com
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PACIFIC GAS AND ELECTRIC
COMPANY

ROBERT B. MC LENNAN
rbom4@pge.com

SEMPRA ENERGY UTILITIES
BETH MUSICH
BMusich@SempraUtilities.com

JBS ENERGY, INC.
JEFF NAHIGIAN
jeff@jbsenergy.com

JOHN PACHECO
jpacheco@water.ca.gov

ASPEN ENVIRONMENTAL GROUP
SUSANNE PHINNEY, D.ENV.
Sphinney@aspeneg.com

SOUTHERN CALIFORNIA EDISON
COMPANY

DOUGLAS PORTER
douglas.porter@sce.com

ASSEMBLY COMMITTEE/UTILITIES
AND COMMERC

EDWARD RANDOLPH
edward.randolph@asm.ca.gov

SPURR
MICHAEL ROCHMAN
Service@spurr.org

KERN RIVER GAS TRANSMISSION
COMPANY

PATRICIA M. SCHMIDT

2755 EAST COTTONWOOD PARKWAY,
SUITE 300

SALT LAKE CITY, UT 84121

AIR RESOURCES BOARD
DEAN SIMEROTH
dsimerot@arb.ca.gov

SUTHERLAND, ASBILL & BRENNAN
KEITH MCCREA
keith.mccrea@sablaw.com

CALIF PUBLIC UTILITIES COMMISSION
Harvey Y. Morris
hym@cpuc.ca.gov

CALIFORNIA LEAGUE OF FOOD
PROCESSORS

ROB NEENAN
rob@clfp.com

HANNA AND MORTON, LLP
NORMAN A. PEDERSEN
npedersen@hanmor.com

CANADIAN ASSN. OF PETROLEUM
PRODUCERS

MARK PINNEY
pinney@capp.ca

CALIF PUBLIC UTILITIES COMMISSION
Robert M. Pocta
rmp@cpuc.ca.gov

SEMPRA LNG
WILLIAM D. RAPP
WRapp@Sempraglobal.com

REGULATORY & COGENERATION
SERVICES, INC.

JAMES ROSS
jimross@r-c-s-inc.com

BERNARDINO COUNTY
CHARLES SCOLASTICO
cscolastico@cc.sbcounty.gov

SEMPRA ENERGY
AIMEE M. SMITH
AMSmith@SempraUtilities.com
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DUANE MORRIS, LLP
JAMES W. MCTARNAGHAN
jwmctarnaghan@duanemorris.com

CALIF PUBLIC UTILITIES COMMISSION
Richard A. Myers
ram@cpuc.ca.gov

SEMPRA ENERGY
STEVEN C. NELSON
SNelson@Sempra.com

PACIFIC GAS AND ELECTRIC
COMPANY

JONATHAN D. PENDLETON
jlpc@pge.com

ANDERSON & POOLE
EDWARD G. POOLE
epoole@adplaw.com

SAN DIEGO GAS & ELECTRIC
COMPANY (902)

STEVE RAHON
SRahon@SempraUtilities.com

WESTERN STATES PETROLEUM
ASSOCIATION

CATHY REHEIS-BOYD
creheis@wspa.org

PACIFIC GAS AND ELECTRIC
COMPANY

KEITH T. SAMPSON
ktsl@pge.com

DANIEL P. SELMI
dselmi@aol.com

HANNA AND MORTON, LLP
ALANA STEELE

444 SOUTH FLOWER STREET, SUITE
1500

LOS ANGELES, CA 90071-2916
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SEMPRA ENERGY
MICHAEL THORP
MThorp@SempraUtilities.com

SEMPRA ENERGY
LISA G. URICK
LUrick@SempraUtilities.com

DEFENSE ENERGY SUPPORT CENTER
SHYLETHA A. WILLIAMS
swilliams@desc.dla.mil

CALIFORNIA AIR RESOURCES BOARD
GARY M. YEE

1001 | STREET, PO BOX 2815
SACRAMENTO, CA 95812

ARCLIGHT ENERGY PARTNERS FUND
I, LP

JOHN TISDALE
jtisdale@arclightcapital.com

ELLISON, SCHNEIDER & HARRIS, LLP
GREGGORY L. WHEATLAND
glw@eslawfirm.com

CALIF PUBLIC UTILITIES COMMISSION
Steven A. Weissman
saw@cpuc.ca.gov

PACIFIC GAS AND ELECTRIC
COMPANY

PO BOX 7442
SAN FRANCISCO, CA 94120-7442
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CALIF PUBLIC UTILITIES COMMISSION
Laura J. Tudisco
ljt@cpuc.ca.gov

SOUTH COAST AIR QUALITY
MANAGEMENT DISTR

KURT R. WIESE
kwiese@agqmd.gov

CALIF PUBLIC UTILITIES COMMISSION
John S. Wong
jsw@cpuc.ca.gov





Attachment B

Advice No. 4244

Terms of Capacity Agreement Between SoCalGas and El Paso

This Attachment is being provided only to the Energy Division and Division of
Ratepayer Advocates under the confidentiality provisions of the General Order 66-C
and Section 583 of the Public Utilities Code and to The Utility Reform Network under the
confidentiality provisions of a non-disclosure agreement.
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STATE OF CALIFORNIA Edmund G. Brown Jr., Governor

PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

October 17, 2014
Advice Letter 4694-G

Rasha Prince, Director
Regulatory Affairs
Southern California Gas

555 W. Fifth Street, GT14D6
Los Angeles, CA 90013-1011

SUBJECT: EAL Approval for an Interstate Capacity Contract with El Paso Pipeline
Partners

Dear Ms. Prince:

Advice Letter 4694-G is effective as of October 20, 2014.

Sincerely,

Edward F. Randolph, Director
Energy Division





Rasha Prince
Director

Regulatory Affairs
Southern
California 555 W. Fifth Street, GT14D6
Gas Company Los Angeles, CA 90013-1011
) Tel: 213.244.5141
A @’ Sempra Energy utility” Faxt 213.244.4957
= rprince@semprautilities.com

September 29, 2014

Advice No. 4694
(U904 G)

Public Utilities Commission of the State of California

Subject: Expedited Advice Letter (EAL) Approval of an Interstate Capacity
Contract Between Southern California Gas Company and El Paso
Pipeline Partners

Purpose

Southern California Gas Company (SoCalGas) respectfully requests approval of an
interstate capacity contract with El Paso Pipeline Partners (El Paso).

Background

Under the interstate capacity acquisition procedure approved in Decision

(D.) 04-09-022, contracts for interstate capacity supported by the Office of
Ratepayer Advocates (ORA) and The Utility Reform Network (TURN) may be
submitted for approval to the California Public Utilities Commission (Commission)
by an Expedited Advice Letter.

ORA has authorized SoCalGas to state that it supports the capacity contract with
El Paso as described below. However, TURN was unable to participate in the
review process for this contract due to time constraints.

Description of Contract

The terms of the contract are confidential and are described in Attachment A
submitted under the confidentiality provisions of General Order 66-C and Section
583 of the Public Utilities Code and provided only to the Energy Division, ORA and
TURN.
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This filing will not create any deviations from SoCalGas’ tariffs, cause withdrawal
of service from any present customer, or impose any more or less restrictive
conditions.

Protests

Anyone may protest this advice letter to the Commission. The protest must state
the ground upon which it is based, including such items as financial and service
impact, and should be submitted expeditiously. The protest must be made in
writing and received within 10 days of the date this expedited advice letter was
filed with the Commission, which is Thursday, October 9, 2014. There is no
restriction on who may file a protest. The address for mailing or delivering a
protest to the Commission is:

CPUC Energy Division
Attention: Tariff Unit

505 Van Ness Avenue
San Francisco, CA 94102

Copies of the protest should also be sent via email to the attention of Franz Cheng
(fcc@cpuc.ca.gov) and the Energy Division Tariff Unit
(EDTariffUnit@cpuc.ca.gov). A copy of the protest shall also be sent via both e-
mail and facsimile to the addresses shown below on the same date it is mailed or
delivered to the Commission.

Attn: Sid Newsom

Tariff Manager - GT14D6

555 West Fifth Street

Los Angeles, CA 90013-1011
Facsimile No. (213) 244-4957

E-Mail: snewsom@sempradutilities.com

Attn: Michael Franco

Regulatory Case Manager — GT14D6
555 West Fifth Street

Los Angeles, CA 90013-1011
Facsimile No. (213) 244-4957
E-Mail: mfranco@semprautilities.com

Effective Date

SoCalGas believes that this filing is subject to Energy Division disposition and
should be classified as Tier 2 (effective after staff approval) and respectfully
requests that this filing become effective on October 20, 2014, which is 21
calendar days after the date filed.
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Notice

A copy of this AL is being sent to SoCalGas’ GO 96-B service list and the
Commission’s service list in R.04-01-025, Gas Market OIR. Address change
requests to the GO 96-B should be directed by electronic mail to
tariffs@socalgas.com or call 213-244-3387. For changes to all other service lists,
please contact the Commission’s Process Office at 415-703-2021 or by electronic
mail at process_office@cpuc.ca.gov

Rasha Prince
Director - Regulatory Affairs

Attachments





CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Company name/CPUC Utility No. SOUTHERN CALIFORNIA GAS COMPANY (U 904-G)

Utility type: Contact Person: Sid Newsom
[1ELC X GAS Phone #: (213) 244-2846
[ ]PLC [ |HEAT [ ]WATER | E-mail: snewsom@semprautilities.com

EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)

ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat WATER = Water

Advice Letter (AL) #: 4694

Subject of AL: EAL Approval for an Interstate Capacity Contract with El Paso Pipeline Partners
Keywords (choose from CPUC listing): Contracts; Capacity

AL filing type: [_] Monthly [_] Quarterly [_] Annual [_] One-Time [X] Other Periodic
If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:
D04-09-022

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL No

Summarize differences between the AL and the prior withdrawn or rejected AL®: N/A

Does AL request confidential treatment? If so, provide explanation: Attachment A is confidential as

explained in AL.

Resolution Required? [ ] Yes [X] No Tier Designation: [ |1 X2 [13
Requested effective date: 10/20/14 No. of tariff sheets: Q
Estimated system annual revenue effect: (%): None

Estimated system average rate effect (%): None

When rates are affected by AL, include attachment in AL showing average rate effects on customer classes
(residential, small commercial, large C/l, agricultural, lighting).

Tariff schedules affected: None
Service affected and changes proposed?: N/A
Pending advice letters that revise the same tariff sheets: None

Protests and all other correspondence regarding this AL are due no later than 20 days after the date of
this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Southern California Gas Company
Attention: Tariff Unit Attention: Sid Newsom

505 Van Ness Ave. 555 West Fifth Street, GT14D6

San Francisco, CA 94102 Los Angeles, CA 90013-1011
EDTariffUnit@cpuc.ca.gov SNewsom@semprautilities.com

tariffs@socalgas.com

1 Discuss in AL if more space is needed.





Attachment A

Advice No. 4694

Terms of Contract Between SoCalGas and El Paso

This Attachment is being provided only to the Energy Division and Office of
Ratepayer Advocates under the confidentiality provisions of the General Order 66-C
and Section 583 of the Public Utilities Code and to The Utility Reform Network under the
confidentiality provisions of a non-disclosure agreement.






_1497349155.pdf
STATE OF CALIFORNIA Edmund G. Brown Jr., Governor

PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

July 19, 2012
Advice Letter 4376

Rasha Prince, Director
Regulatory Affairs

Southern Cdlifornia Gas

555 W. Fifth Street, GT14D6
Los Angeles, CA 90013-1011

Subject: Approval for Four Interstate Capacity Contracts between
SoCalGas Company and El Paso Natural Gas Company

Dear Ms. Prince:

Advice Letter 4376 is effective July 12, 2012.

Sincerely,

Edward F. Randolph, Director
Energy Division





Rasha Prince

Director
Regulatory Affairs
Southern
California 555 W. Fifth Street, GT14D6
Gas Company Los Angeles, CA 90013-1011
) Tel: 213.244.5141
A 6_: Sempra Energy utiity” Fax: 213.244.4957

rprince@semprautilities.com

June 12, 2012

Advice No. 4376
(U904 G)

Public Utilities Commission of the State of California

Subject: Approval for Four Interstate Capacity Contracts between Southern
California Gas Company and El Paso Natural Gas Company

Purpose

Southern California Gas Company (SoCalGas) respectfully requests approval of four interstate
capacity contracts with El Paso Natural Gas Company (El Paso).

Background

Under the interstate capacity acquisition procedure approved in Decision (D.) 04-09-022,
contracts for interstate capacity supported by the Division of Ratepayer Advocates (DRA) and
The Utility Reform Network (TURN) may be submitted for approval to the California Public
Utilities Commission (Commission) by an expedited advice letter. If either DRA or TURN is not
able to agree to a proposed contract, however, the contract must be submitted for approval via
a regular advice letter.

DRA has authorized SoCalGas to state that it supports the capacity contracts with El Paso
described below. However, TURN was unable to participate in the review process for these
contracts due to time constraints. Accordingly, SoCalGas is submitting the contracts for
approval via a regular advice letter.

Description of Contracts

The terms of the contracts are confidential and are described in Attachment B submitted under
the confidentiality provisions of General Order 66-C and Section 583 of the Public Utilities Code
and provided only to the Energy Division, DRA and TURN.

This filing will not create any deviation from SoCalGas'’ tariffs, cause withdrawal of service from
any present customer, or impose any more or less restrictive conditions.
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Protests

Anyone may protest this advice letter to the Commission. The protest must state the ground
upon which it is based, including such items as financial and service impact, and should be
submitted expeditiously. The protest must be made in writing and received within 20 days of the
date this advice letter was filed with the Commission, which is July 2, 2012. There is no
restriction on who may file a protest. The address for mailing or delivering a protest to the
Commission is:

CPUC Energy Division
Attention: Tariff Unit

505 Van Ness Avenue
San Francisco, CA 94102

Copies of the protest should also be sent via email to the attention of Franz Cheng
(fcc@cpuc.ca.gov) and the Energy Division Tariff Unit (EDTariffUnit@cpuc.ca.gov). A copy of
the protest shall also be sent via both e-mail and facsimile to the addresses shown below on the
same date it is mailed or delivered to the Commission.

Attn: Sid Newsom

Tariff Manager - GT14D6

555 West Fifth Street

Los Angeles, CA 90013-1011
Facsimile No. (213) 244-4957

E-Mail: snewsom@semprautilities.com

Attn: Steve Hruby

Regulatory Case Manager — GT14D6
555 West Fifth Street

Los Angeles, CA 90013-1011
Facsimile No. (213) 244-4957
E-Mail: shruby@semprautilities.com

Effective Date

SoCalGas believes that this filing is subject to Energy Division disposition and should be
classified as Tier 2 (effective after staff approval) and respectfully requests that this filing
become effective on July 12, 2012, which is 30 calendar days after the date filed.

Notice

A copy of this advice letter is being sent to the parties listed on Attachment A to this advice
letter, which includes interested parties in R.04-01-025.

Rasha Prince
Director - Regulatory Affairs

Attachments





CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Company name/CPUC Utility No. SOUTHERN CALIFORNIA GAS COMPANY (U 904-G)

Utility type: Contact Person:_Sid Newsom
[ ]ELC X GAS Phone #: (213) _244-2846
[ ]pPLC [ |HEAT [ ]WATER | E-mail: snewsom@semprautilities.com
EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)
ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat WATER = Water

Advice Letter (AL) #: 4376

Subject of AL: _Approval for Four Interstate Capacity Contracts Between SoCalGas and El Paso
Natural Gas Company

Keywords (choose from CPUC listing): Contracts; Capacity

AL filing type: [_] Monthly [_] Quarterly [ ] Annual [_] One-Time [X] Other Periodic

If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:
D04-09-022

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL No

Summarize differences between the AL and the prior withdrawn or rejected AL: N/ZA

Does AL request confidential treatment? If so, provide explanation: Attachment B is confidentialas
explained in AL

Resolution Required? [ ] Yes [X] No Tier Designation: [ ]1 X2 []3
Requested effective date: _7/12/12 No. of tariff sheets: 0O

Estimated system annual revenue effect: (%): None

Estimated system average rate effect (%): None

When rates are affected by AL, include attachment in AL showing average rate effects on customer
classes (residential, small commercial, large C/I1, agricultural, lighting).

Tariff schedules affected: None
Service affected and changes proposed?: NZA
Pending advice letters that revise the same tariff sheets: None

Protests and all other correspondence regarding this AL are due no later than 10 days after the date of
this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Southern California Gas Company
Attention: Tariff Unit Attention: Sid Newsom

505 Van Ness Ave. 555 West Fifth Street, GT14D6
San Francisco, CA 94102 Los Angeles, CA 90013-1011
EDTariffUnit@cpuc.ca.gov snewsom@semprautilities.com

tariffs@socalgas.com

1 Discuss in AL if more space is needed.





ATTACHMENT A

Advice No. 4376

(See Attached Service Lists)





Attachment B

Advice No. 4376

Terms of Capacity Contracts between SoCalGas

and El Paso Natural Gas Company

This Attachment is being provided only to the Energy Division and Division of
Ratepayer Advocates under the confidentiality provisions of the General Order 66-C
and Section 583 of the Public Utilities Code and to The Utility Reform Network under the
confidentiality provisions of a non-disclosure agreement.
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STATE OF CALIFORNIA EDMUND G. BROWN, Governor
PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

June 13, 2013

Ms. Rasha Prince

Director, Regulatory Affairs
Southern California Gas Company
555 W. Fifth Street, GT14D6

Los Angeles, CA 90013-1011

Subject: Expedited Advice Letter Approval to Extend and Enter Into Interstate Capacity
Contracts Between Southern California Gas Company and El Paso Natural Gas
Company

Dear Ms. Prince:

Southern California Gas Company (SoCalGas) Advice Letter (AL) 4495 is effective June 13,
2013. With AL 4495 SoCalGas sought approval from the Commission of several interstate
pipeline capacity contracts with El Paso Natural Gas Company (El Paso).

Transwestern Pipeline Company (Transwestern) filed a late protest on June 12, 2013. Under the
expedited advice letter process established in Decision 04-09-022 for review of interstate
pipeline capacity contracts, protests are due within ten days following the filing of the expedited
advice letter. SoCalGas AL 4495 was submitted to the Energy Division on May 23, 2013.
Protests were due on June 3, 2013.

Transwestern asserts that, due to the confidential nature of the terms of the contracts for which
SoCalGas is seeking approval, it could not have filed a protest earlier because it was unaware of
the impact of those contracts on Transwestern’s capacity rights held by SoCalGas. Transwestern
states it only later learned of that impact. Transwestern also claims that SoCalGas’ proposed
contracts did not result from competitive offerings, and should be rejected by the Commission.

The Energy Division is rejecting the late protest of Transwestern for the following reasons: 1) the
Transwestern protest was filed well after the due date for protests, and 2) Transwestern’s
explanation for its failure to file a protest in a timely fashion is insufficient. Transwestern is
aware of the expedited nature of the interstate pipeline capacity review process, and is also aware
that certain terms of these contracts must often be confidential. Transwestern did not provide an
adequate explanation for why it could not have had discussions with SoCalGas prior to the
expiration of the protest period.





The Energy Division hereby approves SoCalGas Advice Letter 4495.

Sincerely,

Diréctor, Energy Division

cc:

Richard Myers, Energy Division

Franz Cheng, Energy Division

Jonathan Bromson, Legal Division

Marck Pocta, DRA

Pearlie Sabino, DRA

Marcel Hawiger, TURN

Sid Newsom, SoCalGas

Steve Hruby, SoCalGas

Daniel Douglass, Douglass and Liddell (attorney for Transwestern)





Rasha Prince
Director
Regulatory Affairs

Southern
California 555 W. Fifth Street, GT14D6
Gas Company Los Angeles, CA 90013-1011
Tel: 213.244.5141

)
A @/ Sempra Energy utility” . Fax: 213.244.4957
= rprince@semprautilities.com

May 23, 2013

Advice No. 4495
(U904 G)

Public Utilities Commission of the State of California

Subject: Expedited Advice Letter Approval to Extend and Enter into Interstate
Capacity Contracts between Southern California Gas Company and
El Paso Natural Gas Company

Purpose

Southern California Gas Company (SoCalGas) respectfully requests approval to extend
and enter into six interstate capacity contracts with El Paso Natural Gas Company (El
Paso).

Background

Under the interstate capacity acquisition procedure approved in Decision (D.) 04-09-022,
contracts for interstate capacity supported by the Division of Ratepayer Advocates (DRA)
and The Utility Reform Network (TURN) may be submitted for approval to the California
Public Utilities Commission (Commission) by an Expedited Advice Letter.

DRA and TURN have authorized SoCalGas to state that they support the capacity
contracts with El Paso as described in confidential Attachment B to this Advice Letter.

Description of Contract

The terms of the six contracts are confidential and are described in Attachment B, which is
being submitted under the confidentiality provisions of General Order 66-C and

Section 583 of the Public Utilities Code and provided only to the Energy Division, DRA
and TURN.

This filing will not create any deviations from SoCalGas’ tariffs, cause withdrawal of
service from any present customer, or impose any more or less restrictive conditions.

Protests
Anyone may protest this advice letter to the Commission. The protest must state the

ground upon which it is based, including such items as financial and service impact, and
should be submitted expeditiously. The protest must be made in writing and received
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within 10 days of the date this expedited advice letter was filed with the Commission,
which is June 3, 2013.

There is no restriction on who may file a protest. The address for mailing or delivering a
protest to the Commission is:

CPUC Energy Division
Attention: Tariff Unit

505 Van Ness Avenue
San Francisco, CA 94102

Copies of the protest should also be sent via email to the attention of Franz Cheng
(fcc@cpuc.ca.gov) and the Energy Division Tariff Unit (EDTariffUnit@cpuc.ca.gov). A
copy of the protest shall also be sent via both e-mail and facsimile to the addresses
shown below on the same date it is mailed or delivered to the Commission.

Attn: Sid Newsom

Tariff Manager - GT14D6

555 West Fifth Street

Los Angeles, CA 90013-1011
Facsimile No. (213) 244-4957

E-Mail: snewsom@semprautilities.com

Attn: Steve Hruby

Regulatory Case Manager — GT14D6
555 West Fifth Street

Los Angeles, CA 90013-1011
Facsimile No. (213) 244-4957
E-Mail: shruby@semprautilities.com

Effective Date

SoCalGas believes that this filing is subject to Energy Division disposition and should be
classified as Tier 2 (effective after staff approval) and respectfully requests that this filing
become effective on June 13, 2013, which is 21 calendar days after the date filed.

Notice

A copy of this advice letter is being sent to the parties listed on Attachment A to this
advice letter, which includes interested parties in R.04-01-025.

Rasha Prince
Director - Regulatory Affairs

Attachments





CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Company name/CPUC Utility No. SOUTHERN CALIFORNIA GAS COMPANY (U 904-G)

Utility type: Contact Person: Sid Newsom
[1ELC X GAS Phone #: (213) 244-2846
[ ]PLC [ |HEAT [ ]WATER | E-mail: snewsom@semprautilities.com

EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)

ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat WATER = Water

Advice Letter (AL) #: 4495

Subject of AL: EAL Approval for Renewal of Capacity Contract between Southern California Gas Company
and El Paso Natural Gas Company

Keywords (choose from CPUC listing): Contracts; Capacity

AL filing type: [_] Monthly [_] Quarterly [_] Annual [_] One-Time [X] Other Periodic

If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:
D04-09-022

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL No

Summarize differences between the AL and the prior withdrawn or rejected AL®: N/A

Does AL request confidential treatment? If so, provide explanation: Attachment B isconfidentialas

pxplainpd in Al

Resolution Required? [ ] Yes [X] No Tier Designation: [ |1 X2 [13
Requested effective date: 6/13/13 No. of tariff sheets: Q
Estimated system annual revenue effect: (%): None

Estimated system average rate effect (%): None

When rates are affected by AL, include attachment in AL showing average rate effects on customer classes
(residential, small commercial, large C/l, agricultural, lighting).

Tariff schedules affected: None
Service affected and changes proposed?®: N/A
Pending advice letters that revise the same tariff sheets: None

Protests and all other correspondence regarding this AL are due no later than 20 days after the date of
this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Southern California Gas Company
Attention: Tariff Unit Attention: Sid Newsom

505 Van Ness Ave. 555 West Fifth Street, GT14D6

San Francisco, CA 94102 Los Angeles, CA 90013-1011
EDTariffUnit@cpuc.ca.gov snewsom@semprautilities.com

tariffs@socalgas.com

1 Discuss in AL if more space is needed.





ATTACHMENT A

Advice No. 4495

(See Attached Service Lists)





Attachment B

Advice No. 4495

Terms of Capacity Contract between SoCalGas

and El Paso Natural Gas Company

This Attachment is being provided only to the Energy Division and Division of
Ratepayer Advocates under the confidentiality provisions of the General Order 66-C
and Section 583 of the Public Utilities Code and to The Utility Reform Network under the
confidentiality provisions of a non-disclosure agreement.






_1497349087.pdf
STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, Governor

PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

August 16, 2010
Advice Letter 4138

Rasha Prince, Director
Regulatory Affairs

555 W. Fifth Street, GT14D6
Los Angeles, CA 90013-1011

Subject: Expedited Pre-Approval for Interstate Pipeline Capacity
Contracts Between SoCalGas Company and El Paso
Natural Gas Company

Dear Ms. Prince:
Advice Letter 4138 is effective August 13, 2010.
Sincerely,

JUIieA. Fitch, Director
Energy Division





Rasha Prince

Director
Southern Regulatory Affairs
California
Gas Company 555 W. Fifth Street, GT14D6

Los Angeles, CA 90013-1011
) o Tel: 213.244.5141
A (#3 SempraEnergy utiity Fax: 213.244.4957

rprince@semprautilities.com

July 23, 2010

Advice No. 4138
(U904 G)

Subject: Expedited Pre-Approval for Interstate Pipeline Capacity Contracts
Between Southern California Gas Company and El Paso Natural Gas
Company

Purpose

Southern California Gas Company (SoCalGas) respectfully requests pre-approval of the
following capacity contracts with El Paso Natural Gas Company (El Paso): renewal of
Contract FT2UEOO00 and Contract 9RBX; extension of Contract 9RBW:; consolidation of
Contract FT2UF and Contract FT2UG into an annual contract, and an additional contract for
incremental volumes.

Background

Under the interstate capacity acquisition procedure approved in Decision (D.) 04-09-022,
contracts for interstate capacity supported by the Division of Ratepayer Advocates (DRA) and
The Utility Reform network (TURN) may be submitted for approval to the California Public
Utilities Commission (Commission) by an Expedited Advice Letter.

DRA and TURN have authorized SoCalGas to state that they support the capacity agreement
with El Paso described below.

Description of Contract

The terms of the agreement are confidential and are described in Attachment B submitted
under the confidentiality provisions of General Order 66-C and Section 583 of the Public
Utilities Code and provided only to the Energy Division, DRA and TURN.

This filing will not create any deviations from SoCalGas’ tariffs, cause withdrawal of service
from any present customer, or impose any more or less restrictive conditions.

Protests

Anyone may protest this advice letter to the Commission. The protest must state the ground
upon which it is based, including such items as financial and service impact, and should be

submitted expeditiously. The protest must be made in writing and received within 10 days of
the date this expedited advice letter was filed with the commission, which is August 2, 2010.
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There is no restriction on who may file a protest. The address for mailing or delivering a
protest to the Commission is:

CPUC Energy Division
Attention: Tariff Unit

505 Van Ness Avenue
San Francisco, CA 94102

Copies of the protest should also be sent via email to the attention of Franz Cheng
(fcc@cpuc.ca.gov), Maria Salinas (mas@cpuc.ca.gov), and Honesto Gatchalian
(inj@cpuc.ca.gov) of the Energy Division. A copy of the protest shall also be sent via both e-
mail and facsimile to the addresses shown below on the same date it is mailed or delivered to
the Commission.

Attn: Sid Newsom

Tariff Manager - GT14D6

555 West Fifth Street

Los Angeles, CA 90013-1011
Facsimile No. (213) 244-4957

E-Mail: snewsom@semprautilities.com

Attn: T. Peacock

Regulatory Case Manager - GT 14D6
555 West Fifth Street

Los Angeles, CA 90013-1011

E-Mail: tpeacock@semprautilities.com

Effective Date

SoCalGas believes that this filing is subject to Energy Division disposition and should be
classified as Tier 2 (effective after staff approval) and respectfully requests that this filing
become effective on August 13, 2010, which is 21 calendar days after the date filed.

Notice

A copy of this advice letter is being sent to the parties listed on Attachment A to this advice
letter, which includes interested parties in R.04-01-025.

Rasha Prince
Director - Regulatory Affairs

Attachments





CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Company name/CPUC Utility No. SOUTHERN CALIFORNIA GAS COMPANY (U 904G)

Utility type: Contact Person: Sid Newsom
[ ]ELC X GAS Phone #: (213) 244-2846
[ ]pPLC [ |HEAT [ ]| WATER | E-mail: SNewsom@semprautilities.com

EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)

ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat WATER = Water

Advice Letter (AL) #: 4138

Subject of AL: __Expedited Pre-Approval for an Interstate Capacity Contract Between SCG and El Paso
Natural Gas Company

Keywords (choose from CPUC listing): Contracts, Capacity

AL filing type: [_] Monthly [_] Quarterly [ ] Annual [_] One-Time [X] Other __Periodic

If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:
D.04-09-022

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL No

Summarize differences between the AL and the prior withdrawn or rejected ALL: _N/A

Does AL request confidential treatment? If so, provide explanation: Yes

. i _specific inf :

Resolution Required? [ ] Yes [X] No Tier Designation: [ ]1 X2 []3
Requested effective date: _8/13/10 No. of tariff sheets: _0O

Estimated system annual revenue effect: (%): None

Estimated system average rate effect (%): None

When rates are affected by AL, include attachment in AL showing average rate effects on customer
classes (residential, small commercial, large C/I1, agricultural, lighting).

Tariff schedules affected: _None

Service affected and changes proposed?: N/ZA

Pending advice letters that revise the same tariff sheets: None

Protests and all other correspondence regarding this AL are due no later than 20 days after the date of
this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Southern California Gas Company
Attention: Tariff Unit Attention: Sid Newsom

505 Van Ness Ave., 555 West 5th Street, GT14D6

San Francisco, CA 94102 Los Angeles, CA 90013-1011
mas@cpuc.ca.gov and jnj@cpuc.ca.gov SNewsom@semprautilities.com

Discuss in AL if more space is needed.
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Advice No. 4138

(See Attached Service Lists)





Advice Letter Distribution List - Advice 4138

Alcantar & Kahl
Kari Harteloo
klc@a-klaw.com

Alcantar & Kahl, LLP
Mike Cade
wmc@a-klaw.com

CPUC

Consumer Affairs Branch
505 Van Ness Ave., #2003
San Francisco, CA 94102

CPUC - DRA
Jacqueline Greig
jnm@cpuc.ca.gov

California Energy Commission
Randy Roesser
rroesser@energy.state.ca.us

City of Azusa

Light & Power Dept.
215 E. Foothill Blvd.
Azusa, CA 91702

City of Colton

Thomas K. Clarke

650 N. La Cadena Drive
Colton, CA 92324

City of Pasadena - Water and Power
Dept.

G Bawa
GBawa@cityofpasadena.net

Commerce Energy
Catherine Sullivan
csullivan@commerceenergy.com

Crossborder Energy
Tom Beach
tomb@crossborderenergy.com

Davis Wright Tremaine, LLP
Edward W. O'Neill

505 Montgomery Street, Ste 800
San Francisco, CA 94111

Alcantar & Kahl
Seema Srinivasan
sls@a-klaw.com

Barkovich & Yap
Catherine E. Yap
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Southern California Gas Company
Annual Report on the Gas Cost Incentive Mechanism

April 1, 2008 through March 31, 2009

L. Summary of Year 15 GCIM Results

This report summarizes the results of the Utility Gas Procurement Department’s activities on behalf
of Southern California Gas Company’s (SoCalGas) and San Diego Gas and Electric’s (SDG&E)'
core customers under the Gas Cost Incentive Mechanism (GCIM) during the period April 1, 2008
through March 31, 2009 (Year 15). This report also requests a shareholder award under the GCIM
for Year 15. The award is based on the GCIM as amended through D.02-06-023.

In GCIM Year 15, California continued to experiénce a dynamic natural gas market. Despite
changing market conditions, SoCalGas’ and SDG&E’s core customers continued to receive reliable
natural gas supplies at below-market cost. These results were achieved with no curtailments of
service and in compliance with all requirements and guidelines established by the California Public
Utilities Commission (CPUC). Table 1 below summarizes performance under the GCIM during the
last 15 years, highlighting the fact that ratepayers have realized the benefit of gas purchases below
the GCIM benchmark (Benchmark) in fourteen of the past 15 years. Additionally, a GCIM
Summary Report for the past 15 years delineating the various GCIM components is included in

Appendix A.

' D.07-12-019 authorized the consolidation of the core portfolio for SoCalGas and SDG&E into one single portfolio
managed by SoCalGas and referred to as the Utility Gas Procurement Department. See section II below.
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TABLE 1

GCIM PERFORMANCE
Year Ended March 31

1995 1996 1997 1998 1999 2000 2001 2002

Net Purchases (Border Volumes)

Million MMBtu/d 0.76 0.66 0.66 0.66 0.75 1.06 1.09 1.01
Million MMBtu 277 243 243 241 275 385 398 370
Net Gag Cost

Total ($ Millions) $ 445 $ 322 $ 530 $ 542 $ 520 $ 902 $ 2,055 $ 1,159
Unit Cost ($/MMBtu) $161t $ 133 $ 218 $ 225 $ 189 $ 234 $ 516 $ 3.13
Benchmark Gas Commodi o

Total ($ Millions) $ 441 $ 326 $ 550 $ 549 $ 538 $ 926 $ 2,279 $ 1,349
Unit Cost ($/MMBtu) $159 $ 135 $ 227 § 228 $ 195 $ 240 $ 572 $ 3.64

Comparison t nchmark ($ Millions

Customer Savings $ (11) 3 32 $ 106 $ 48 $ 104 $ 144 $ 1928 $ 1724
Shareholder Award - $ 32 $ 106 $ 20 $ 77 $ 98 $ 308 $ 17.4
Total $ (11) $§ 64 $ 212 $§ 68 $ 181 $ 242 $ 2236 $ 189.8

2003 2004 2005 2006 2007 2008 2009  Tofal

Net Purchas Border Volume

Million MMBtu/d 1.03 1.02 1.03 1.06 1.02 1.03 1.15 0.933
Million MMBtu 376 374 375 387 372 -+ 376 418 5,111
Net Gag Cost
Total ($ Millions) $1,333 $1,730 $2,103 $2,923 $2,135 $2,349 $ 2,661 $ 21,708
Unit Cost ($/MMBtu) $355 $ 463 $ 561 $ 754 $ 574 $ 625 $ 636 $ 4.25
Benchmark G mmod .
Total ($ Millions) $1,373 $ 1,757 $2,134 $2,992 $2,192 $2,399 $ 2,737 $ 22,543
Unit Cost (3/MMBtu) $ 365 $ 470 $ 569 $ 772 $ 589 $ 638 $ 654 $ 441
Comparison nchmark ($ Million
Customer Savings $327 $ 246 $ 289 $ 593 $ 488 $ 436 $ 635 $ 7088
Shareholder Award $ 63 $ 24 $ 25 $ 98 $ 89 $ 65 $ 121 $ 1301
Total $ 390 $ 270 $ 314 $ 691 $ 577 $ 501 $ 756 $ 838.9

* Years I- 3 exclude benefits related to Storage Incentive Mechanism ("SIM™). which was eliminated in Year 4.
The SIM sharcholder awards for Years 1, 2. 3 were $103,364, $67,645, and $171,106 respectively.

As indicated in Table 1, the Utility Gas Procurement Department acquired gas at $75.6 million
below the Benchmark in Year 15. The Benchmark consists of a volume-weighted average of
published indices for the locations where Gas Acquisition buys gas for the core customers. The
Utility Gas Procurement Department’s average cost was $6.36 per MMBtu, or $0.18 per MMBtu
below the Benchmark price of $6.54 per MMBtu.







During GCIM Year 15, the Utility Gas Procurement Department purchased 418 million MMBtus
for its retail core load. The Utility Gas Procurement Department’s interstate capacity rights
primarily on El Paso, Transwestern, and Kern River pipeline systems enabled the core’s
requirements to be met largely through basin purchases rather than purchases at the California
border/citygate.

I1. Description of Gas Procurement Activities

The Uulity Gas Procurement Department’s personnel have a high level of expertise in fundamental
analysis, gas trading, gas transportation, risk management, and back office operations. This
expertise has continually been developed over the past fourteen years of operation under the GCIM.
As a result, the Utility Gas Procurement Department has been able to effectively manage gas
procurement in the gas markets during Year 15, and ultimately lowering their gas costs. The GCIM
encourages the Utility Gas Procurement Department to proactively lower gas costs and protect core
customers from price volatility through physical and financial trades, storage, and interstate pipeline

capacity.

As in the previous 14 years of the GCIM, Year 15 results continue to show that the GCIM program
is successful in meeting its objectives originally established in D.90-07-065 and R.90-02-008:

e Improve the utility’s incentives to operate efficiently;

® Reduce the burden of regulatory oversight, both for the regulators and the utility;

e Provide a more stable and predictable regulatory environment;

e Implement a system that is readily understandable;

 Fairly balance risk and reward for the utility, and provide positive as well as negative
incentives;

e Implement a regulatory structure that allows management to focus primarily on costs
and markets, rather than on CPUC proceedings; and

* Align the interests of utility shareholders with those of utility customers.

Over the past 15 years, the GCIM has increased the efficiency of regulation by reducing the burden
of regulatory oversight and providing a structure that enables SoCalGas to focus on securing

reliable, low-cost gas for its core customers.







During GCIM Year 15, SoCalGas implemented several revisions to its natural gas operations and
services as ordered in the Omnibus Decision (D.07-12-019). These revisions included the
consolidation of the core portfolios of SoCalGas and SDG&E into one single portfolio managed by
SoCalGas Utility Gas Procurement Department,” the transfer of the California Energy Hub
operations from SoCalGas™ Gas Acquisition Department to the System Operator,’ and the offering
of the Utility Gas Procurement Department’s own non-tariffed services,® which include parks,
loans, and wheels (under Secondary Market Services Agreements), utilizing core assets. As the
result of the portfolio consolidation, SDG&E transferred its core assets, including interstate
capacity, to SoCalGas. The Utility Gas Procurement Department’s procurement activities were
conducted to achieve the primary objectives of supply security and service reliability at a low cost.

These objectives were accomplished in Year 15 by:

e Ensuring that firm long-term contracts, together with readily available monthly supplies
and core storage, are adequate to meet core requirements during the peak demand season
(November to March). In GCIM Year 15, the Utility Gas Procurement Department
maintained a gas supply portfolio primarily weighted toward long-term supply
agreements (62%). Month-to-month and daily gas purchases, net of sales, accounted for

38% of the portfolio.

e Reaching its minimum core-purchased inventory of 51 Bef on July 31, 2008°, and its
October 31 core physical storage inventory target of 79 Bef +5/-2 Bcf, in compliance
with D.06-10-029 and D.07-12-019.° SoCalGas’ core-purchased inventory on July 31,
2008 was 59.2 Bcf; its core physical inventory on October 31, 2008 was 79.9 Bcf
(including 0.7 Bef of Core Aggregation Transportation (CAT) volumes).

e Managing the use of the rights and assets assigned to the retail core including storage

inventory, injection and withdrawal rights, and flowing supply through the use of the

* D.07-12-019 Ordering Paragraph 4. Pursuant to the consolidation of core portfolios, a portion of SoCalGas' gas
procurement costs and shareholder rewards are tflowed through to SDG&E in the consolidated gas portfolio WACOG.
See SDG&E Preliminary Statement, Section VIII.

Y D.07-12-019 Ordering Paragraph 10

' D.07-12-019 Section 4.8.2

* D.06-10-029 adopted a joint recommendation of DRA, TURN and SoCalGas establishing a minimum core purchase
inventory target on July 31, 2006. For subsequent years, SoCalGas must obtain agreement from DRA and TURN for
mid-season inventory target which must be met unless otherwise agreed to by DRA and TURN. SoCalGas obtained
agreement from DRA and TURN for a July 31, 2008 mid-season minimum storage target of 51 Bct, and filed Advice
Letter 3881 to reflect this target in its GCIM tariffs.

® D.06-10-029 changed the core physical storage target as of October 31 from 70 Bcf +5/-5 Bef to 70 Bef +5/-2 Bef.
D.07-12-019 approved storage capacity for the combined core portfolio at 79 Bcf.
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California Energy Hub (CEH) through July 18, 2008, when CEH was transferred to the
System Operator, and Secondary Market Services (SMS) thereafter. CEH and SMS
transactions and fees are based on existing market conditions and are completed on a
non-discriminatory basis. CEH and SMS transactions continued to contribute to the
overall lower gas costs achieved by the Utility Gas Procurement Department by using

assets not needed for core reliability.

e Making physical and financial trades on behalf of core customers to reduce retail core

gas costs.

o Utilizing the Utility Gas Procurement Department’s interstate and firm access rights

(FAR) capacity rights to provide portfolio diversification and lower the cost of gas.

In summary, the GCIM provides an incentive for SoCalGas to efficiently use retail core’s interstate
pipeline and storage rights to deliver reliable, low-cost gas supplies to its retail core customers.
Reliability is achieved by constructing a portfolio of natural gas supplies that is diversified by
contract type, geographic region, and supplier. SoCalGas uses tools available to a typical trading
organization, including purchases, sales, loans, parks, wheels, derivatives, and transportation
contracts. These tools enhance SoCalGas’ ability to make economic use of core assets, when not

directly needed for reliability, to lower overall gas costs to its core customers.

Interstate Capacity

The capacity planning range for the combined portfolio of SoCalGas and SDG&E during GCIM
Year 15 was established at 1139 MMcfd — 1366 MMcfd. (999 MMcfd - 1198MMcfd for SoCalGas,
pursuant to Advice Letter 3658; 140 MMcfd — 168 MMcfd for SDG&E pursuant to Advice Letter
1638-G, approved by the Commission on September 29, 2006, and October 6, 2006, respectively).
Appendix C to this report, which identifies SoCalGas’ core interstate firm capacity holdings by
month for the current GCIM year and subsequent three years, shows that SoCalGas’ average
capacity holding of 1147 MMcf/d during Year 15 met the minimum capacity requirement for the

combined portfolio.

Winter Hedging

On May 29, 2008 SoCalGas filed Application A.08-05-038, seeking Commission approval and
authority to implement its 2008-2009 Winter Hedging Plan for the combined portfolio of SoCalGas







and SDG&E’. The proposed program was similar to SoCalGas’ winter hedging program approved
by the Commission in each of the prior three winters. In D.08-09-005, the Commission approved
SoCalGas’ application, and authorized SoCalGas to purchase additional hedges for the combined

SoCalGas/SDG&E core portfolio for the 2008-2009 winter.

SoCalGas was able to acquire hedges at a net cost of $35.1 million, well below the $57 million
targeted expenditure authorized by the Commission, which resulted in a limited increase in core
customer gas costs. Pursuant to D.08-09-005, all transactions under the approved Gas Hedging Plan
have been separately identified in monthly and annual GCIM reports, and all costs and benefits
associated with these transactions flowed directly to core customers, with no GCIM sharing. The
Division of Ratepayer Advocates (DRA) and TURN staff were kept apprised of SoCalGas’ winter
hedge positions via weekly position reports and bi-weekly conference calls throughout the period.
[n addition, pursuant to Ordering Paragraph 7 of D.08-09-005, SoCalGas filed a report with the
Commission on April 1, 2009, providing detailed information about its 2008 -2009 Winter Hedging

Program and results.
1. GCIM Monitoring and Evaluation

Throughout the GCIM program, SoCalGas has worked closely with the DRA to establish an
efficient monitoring and timely reporting system to keep the DRA and Energy Division informed of
Gas Acquisition activities. Pursuant to the confidentiality provisions of General Order 66-C and
Section 583 of the Public Utilities Code, SoCalGas provides a monthly report, 60 days after the end
of each month, to the DRA and Energy Division. This report includes details of:

e All gas purchases and sale transactions
e All CEH and SMS transactions

¢ All financial transactions

e (apacity Holding Report

e Capacity Utilization Report

e Calculations of the GCIM benefit

7 In D.07-12-019, the Commission authorized SoCalGas to engage in winter hedging for the combined portfolio outside
of SoCalGas’ GCIM. In accordance with this authorization, all financial transactions used by SoCalGas to hedge natural
gas prices for the combined core portfolio for the period from November through March each year are to be excluded
from the calculation of costs and savings allocated under the GCIM.
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SoCalGas has also communicated frequently with the DRA and the Energy Division on all
important Gas Acquisition issues during GCIM Year 15, including its winter hedging activities.
Finally, SoCalGas has at all times operated within the CPUC’s Affiliate Transaction Rules and

related Remedial Measures.
IV. Recommendations

SoCalGas concludes from its Year 15 results that the GCIM continues to be a successful program
that provides measurable benefits to SoCalGas and SDG&E’s core customers. During Year 15,
cach of the CPUC established objectives for incentive regulation were met, in addition to
SoCalGas’ primary objectives of supply security and reliable service at low cost. SoCalGas
therefore recommends that the Commission approve a GCIM Year 15 shareholder award of

$12,047,955 on an expedited and ex parte basis.
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SOUTHERN CALIFORNIA GAS COMPANY

APPENDIX A
Summary of GCIM Results to Date

GCIM Benchmark Actual {Over)/Under Upper Tolerance Lower Tolerance Lower Toferance Lower Tolerance Subject to
Year Dollars Dotliars Benchmark Doltars * Dollars 0.5% Dollars 1.0% Dollars 5.0% Sharing**
1 $567.448,362.30 $568,566,019.81  § {1,117,657.51) $17,089,530.26 N/A $ -
2 448,713,458.73 442,313,458.73 6,400,000.00 13,058,694.40 N/A 6,400,000.00
3 680,061,509.12 658.875,669.99 21,185,839.13 22,014,553.98 NIA 21,185,839.13
4 672,131,591.15 665,307,357.07 6,824,234.08 10,977 ,634.41 2,744,408.60 4,079,825.48
5 649,294,620.31 631,138,278.30 18,1566,342.01 10,761,347 .94 2,690,337.00 15,466,005.01
6 1,061,264,614.31 1,037,113,228.11 24,151,386.20 18,527,691.62 4,631,897.91 19,519,488.29
7 2,411,105,910.49 2,187,533,967.27 223,571,953.22 45,580,915.01 N/A 22,790,457.52 113,952,287.60 200,781,495.70
8 1,480,091,362.36 1,290,296,697.89 189,794,664 .47 26,979,669.81 NIA 13,489,834.90 67,449,174.52 176,304,829.57
9 1,506,037,786.25 1.467,033,460.42 39,004,325.83 27,458,163.89 N/A 13,729;08134 68,645,409.70 25,275,243.89
10 1,892,688,525.92 1,865,659,815.59 27,028,710.33 35,140,805.34 N/A 17,570,402.67 87,852,013.34 9,458,307 .66
11 2,277,899,575.12 2,246,521,572.99 31,378,002.13 42,689,291.43 N/A 21,344,645.73 106,723,228.59 10,033,356.40
12 3,126,842,589.57 3,057,709,956.84 69,132,632.73 59,838,551.77 N/A 29,918,275.86 149,591,379.39 39,214,356.87
13 2,308,210,816.08 2,250,470,332.65 57,740,483.43 43,849,019.93 N/A 21 .9’24.509.96 109,622,549.83 35,815,973.47
14 2,513,802,466.59 2,463,728,945.05 50,073,521.54 47.972,531.01 N/A 23,986,265.50 119,931,327.53 26,087,256.04
15 2,894,131,586.73 2,818,571,495.70 75,560,091.03 54,736,538.80 NIA 27,368,269.40 136,841,347.00 48,191,821.63
$24,489,724,775.03 $23,650,840,246.41 § 838,884,528.62 3476,672,839.60 $10,066,643.51 192,121,743.48 960,608,717.50 $ 637.813,799.14

* Upper Tolerance band of 4.5% for GCIM Year 1, 4% for Years 2 - 3, and 2% for Years 4 - 15.
* For Years 4-6, GCIM Gain/(Loss) subject to sharing is the Amount Under Baenchmark less the 0.5% Lower Tolerance Band. For Years 7-15, the Gain/(Loss) subject to sharing
is the Amount Under Benchmark less the 1% Lower Tolerance Band, pursuant to D.02-06-023

Note: Benchmark and Actual Dollars are inclusive of all transportation costs for delivery of gas to SoCalGas' system.
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Southern California Gas Company
Annual Report on the Gas Cost Incentive Mechanism

April 1, 2009 through March 31, 2010

I. Summary of Year 16 GCIM Results

This report summarizes the results of the Gas Acquisition Department’s activities on behalf of
Southern California Gas Company’s (SoCalGas) and San Diego Gas and Electric’s (SDG&E)' core
customers under the Gas Cost Incentive Mechanism (GCIM) during the period April 1, 2009
through March 31, 2010 (Year 16). This report also requests a shareholder award under the GCIM
for Year 16. The award is based on the GCIM as amended through D.02-06-023.

In GCIM Year 16, California continued to experience a dynamic natural gas market, although not as
volatile as in prior years. Despite changing market conditions, SoCalGas’ and SDG&E’s core
customers continued to receive reliable natural gas supplies at below-market cost. These results
were achieved with no curtailments of service and in compliance with all requirements and
guidelines established by the California Public Utilities Commission (CPUC). Table 1 below
summarizes performance under the GCIM during the last 16 years, highlighting the fact that
ratepayers have realized the benefit of gas purchases below the GCIM benchmark (Benchmark) in
fifteen of the past 16 years. Additionally, a GCIM Summary Report for the past 16 years

delineating the various GCIM components is included in Appendix A.

'D.07-12-019 authorized the consolidation of the core portfolio for SoCalGas and SDG&E into one single portfolio
managed by SoCalGas.







TABLE 1

GCIM Performance
Year Ended March 31

Year Net Purchases Net Gas Cost Benchme_ark Gas Comparison_ t9 Benchmark

(Border Volumes) Commodity Cost ($Millions)

Million Million T_ot'al ($ | Unit Cost T_ot_al ($ Unit Cost Cust_omer Shareholder Total

MMBtu/d | MMBtu | Millions) | ($/MMBtu) | Millions) ($/MMBtu) Savings Award

1995 0.76 277 $445 $1.61 $441 $1.59 ($1.1) $0.0 ($1.1)
1996 0.66 243 $322 $1.33 326 $1.35 $3.2 $3.2 $6.4
1997 0.66 243 $530 $2.18 550 $2.27 $10.6 $10.6 $21.2
1998 0.66 241 $542 $2.25 549 $2.28 $4.8 $2.0 $6.8
1999 0.75 275 $520 $1.89 538 $1.95 $10.4 $7.7 $18.1
2000 1.06 385 $902 $2.34 926 $2.40 $14.4 $9.8 $24.2
2001 1.09 398 $2,055 $5.16 2,279 $5.72 $192.8 $30.8 $223.6
2002 1.01 370 $1,159 $3.13 1,349 $3.64 $172.4 $17.4 $189.8
2003 1.03 376 $1,333 $3.55 1,373 $3.65 $32.7 $6.3 $39.0
2004 1.02 374 $1,730 $4.63 1,757 $4.70 $24.6 $2.4 $27.0
2005 1.03 375 $2,103 $5.61 2,134 $5.69 $28.9 $2.5 $31.4
2006 1.06 387 $2,923 $7.54 2,990 $7.72 $59.3 $9.8 $69.1
2007 1.02 372 $2,135 $5.74 2,192 $5.89 $48.8 $8.9 $57.7
2008 1.03 376 $2,349 $6.25 2,399 $6.38 $43.6 $6.5 $50.1
2009 1.15 418 $2,661 $6.36 2,737 $6.54 $63.5 $12.1 $75.6
2010 1.1 406 $1,548 $3.82 1,588 $3.91 $33.9 $6.0 $39.9
Total 0.944 5,516 | $23,257 $4.22 $24,128 $4.37 $742.8 $136.0 $878.8

* Years 1- 3 exclude benefits related to Storage Incentive Mechanism (“SIM”), which was eliminated in Year 4.
The SIM shareholder awards for Years 1, 2, 3 were $103,364, $67,645, and $171,106 respectively.

As indicated in Table 1, Gas Acquisition acquired gas at $39.9 million below the Benchmark in
Year 16. The Benchmark consists of a volume-weighted average of published indices for the
locations where Gas Acquisition buys gas for the core customers. Gas Acquisition’s average cost

was $3.82 per MMBtu, or $0.09 per MMBtu below the Benchmark price of $3.91 per MMBtu.

During GCIM Year 16, Gas Acquisition purchased a net 406 million MMBtus for its retail core

load. Gas Acquisition’s interstate capacity rights primarily on El Paso, Transwestern, and Kern








River pipeline systems enabled the core’s requirements to be met largely through basin purchases

rather than purchases at the California border/citygate.
I1. Description of Gas Procurement Activities

SoCalGas’ Gas Acquisition personnel have a high level of expertise in fundamental analysis, gas
trading, gas transportation, risk management, and back office operations. This expertise has
continually been developed over the past fifteen years of operation under the GCIM. As a result,
Gas Acquisition has been able to effectively manage gas procurement in the gas markets during
Year 16, and ultimately lowering their gas costs. The GCIM encourages Gas Acquisition to
proactively lower gas costs and protect core customers from price volatility through physical and

financial trades, storage, and interstate pipeline capacity.

As in the previous 15 years of the GCIM, Year 16 results continue to show that the GCIM program
is successful in meeting its objectives originally established in D.90-07-065 and R.90-02-008:

e Improve the utility’s incentives to operate efficiently;

e Reduce the burden of regulatory oversight, both for the regulators and the utility;

e Provide a more stable and predictable regulatory environment;

e Implement a system that is readily understandable;

e Fairly balance risk and reward for the utility, and provide positive as well as negative

incentives;

e Implement a regulatory structure that allows management to focus primarily on costs

and markets, rather than on CPUC proceedings; and
e Align the interests of utility shareholders with those of utility customers.

Over the past 16 years, the GCIM has increased the efficiency of regulation by reducing the burden
of regulatory oversight and providing a structure that enables SoCalGas to focus on securing

reliable, low-cost gas for its core customers.

Gas Acquisition’s procurement activities were conducted to achieve the primary objectives of
supply security and service reliability at a low cost. SoCalGas accomplished these objectives in

Year 16 by:







e Ensuring that firm long-term contracts, together with readily available monthly supplies
and core storage, are adequate to meet core requirements during the peak demand season
(November to March). In GCIM Year 16, SoCalGas maintained a gas supply portfolio
primarily weighted toward long-term supply agreements (62%). Month-to-month and

daily gas purchases, net of sales, accounted for 38% of the portfolio.

e Reaching its minimum core-purchased inventory of 51 Bcf on July 31, 20092, and its
October 31 core physical storage inventory target of 79 Bcf +5/-2 Bcf, in compliance
with D.06-10-029 and D.07-12-019.> SoCalGas’ core-purchased inventory on July 31,
2009 was 52.4 Bcf; its core physical inventory on October 31, 2009 was 77.0 Bcf
(excluding 0.9 Bcf of SMS parked volumes, and including 1.3 Bcf of Core Aggregation

Transportation (CAT) volumes)®.

e Managing the use of the rights and assets assigned to the retail core including storage
inventory, injection and withdrawal rights, and flowing supply through the use of
Secondary Market Services (SMS). SMS transactions and fees are based on existing
market conditions and are completed on a non-discriminatory basis. SMS transactions
continued to contribute to the overall lower gas costs achieved by Gas Acquisition by

using assets not needed for core reliability”.

e Making physical and financial trades on behalf of core customers to reduce retail core

gas costs.

e Utilizing Gas Acquisition’s interstate and FAR capacity rights to provide portfolio

diversification and lower the cost of gas.

In summary, the GCIM provides an incentive for SoCalGas to efficiently use retail core’s interstate

pipeline and storage rights to deliver reliable, low-cost gas supplies to its retail core customers.

2 D.06-10-029 adopted a joint recommendation of DRA, TURN and SoCalGas, establishing a minimum core purchase
inventory target on July 31, 2006. For subsequent years, SoCalGas must obtain agreement from DRA and TURN for
mid-season inventory target which must be met unless otherwise agreed to by DRA and TURN. SoCalGas obtained
agreement from DRA and TURN for a mid-season minimum storage target of 51 Bcf as of July 31, 2009 , and filed
Advice Letter 3993 to reflect this target in its GCIM tariffs.

® D.06-10-029 changed the core physical storage target as of October 31 from 70 Bcf +5/-5 Bcf to 70 Bcf +5/-2 Bef.
D.07-12-019 approved storage capacity for the combined core portfolio at 79 Bcf.

* Effective April 1, 2009, SoCalGas implemented the remaining provisions of D.07-12-019, subjecting the core to new
balancing requirements. No imbalance charges were incurred by the core during the reporting period.

® Gas Acquisition continued to record California Energy Hub (CEH) revenues in GCIM from transactions entered into
prior to July 18, 2008, when the CEH was transferred to the System Operator, through April 2009 by which time all
CEH transactions revenues had been invoiced and recorded.







Reliability is achieved by constructing a portfolio of natural gas supplies that is diversified by
contract type, geographic region, and supplier. SoCalGas uses tools available to a typical trading
organization, including purchases, sales, loans, parks, wheels, derivatives, and transportation
contracts. These tools enhance SoCalGas’ ability to make economic use of core assets, when not

directly needed for reliability, to lower overall gas costs to its core customers.

Interstate Capacity

The capacity planning range for the combined portfolio of SoCalGas and SDG&E during GCIM
Year 16 was established at 1,103 MDthd — 1,324 MDthd, pursuant to Advice Letter 3929, approved
by the Commission in December 2008. On March 2, 2009, SoCalGas and SDG&E filed Advice
Letter 3969, requesting the continuation of the interstate pipeline contract approval procedures
adopted in D.04-09-022, with one minor modification, that on a go forward basis, SoCalGas and
SDG&E be required to hold firm interstate pipeline capacity that is no less than 90% of their
forecasted core procurement annual average daily load during spring and summer months and no
less than 100% of their forecasted core procurement annual average daily load during fall and
winter months. Appendix C to this report, which identifies SoCalGas’ core interstate firm capacity
holdings by month for the current GCIM year and subsequent three years, shows that SoCalGas’
capacity holding during each month of Year 16 met the minimum capacity requirement for the
combined portfolio, i.e. 90% of 1,103 MDthd or 993 MDthd during spring and summer months
(April to October) and 100% of 1,103 MDthd during the winter months (November to March).

Winter Hedging

On April 24, 2009, SoCalGas and SDG&E filed Application A.09-04-023, seeking Commission
approval and authority to implement its 2009-2010 Winter Hedging Plan for the combined portfolio
of SoCalGas and SDG&E®. The proposed program was similar to SoCalGas’ winter hedging
program approved by the Commission in each of the prior four winters. In D.09-08-008, the
Commission approved A.09-04-023, and authorized SoCalGas to purchase additional hedges for the
combined SoCalGas/SDG&E core portfolio for the 2009-2010 winter.

®In D.07-12-019, the Commission authorized SoCalGas to engage in winter hedging for the combined portfolio outside
of SoCalGas’ GCIM. In accordance with this authorization, all financial transactions used by SoCalGas to hedge natural
gas prices for the combined core portfolio for the period from November through March each year are to be excluded
from the calculation of costs and savings allocated under the GCIM.
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SoCalGas was able to acquire hedges at a net cost of $5.4 million, well below the $30 million
maximum expenditure authorized by the Commission, which resulted in a very limited increase in
core customer gas costs. Pursuant to D.09-08-008, all transactions under the approved Gas Hedging
Plan have been separately identified in monthly and annual GCIM reports, and all costs and benefits
associated with these transactions flowed directly to core customers, with no GCIM sharing. The
Division of Ratepayer Advocates (DRA) and TURN staff were kept apprised of SoCalGas’ winter
hedge positions via weekly position reports and bi-weekly conference calls throughout the period.
In addition, pursuant to Ordering Paragraph 7 of D.09-08-008, SoCalGas filed a report with the
Commission on March 31, 2010, providing detailed information about its 2009-2010 Winter

Hedging Program and results.
III.  GCIM Monitoring and Evaluation

Throughout the GCIM program, SoCalGas has worked closely with the DRA to establish an
efficient monitoring and timely reporting system to keep the DRA and Energy Division informed of
Gas Acquisition activities. Pursuant to the provisions of General Order 66-C and Section 583 of the
Public Utilities Code, SoCalGas provides a monthly report, 60 days after the end of each month, to
the DRA and Energy Division on a confidential basis. This report includes details of:

e All gas purchases and sale transactions
e All SMS transactions

e All financial transactions

e (Capacity Holding Report

e Capacity Utilization Report

e (Calculations of the GCIM benefit

SoCalGas has also communicated frequently with the DRA and the Energy Division on all
important Gas Acquisition issues during GCIM Year 16, including its winter hedging activities.
Finally, SoCalGas has at all times operated within the CPUC’s Affiliate Transaction Rules and

related Remedial Measures.
1Vv. Recommendations

SoCalGas concludes from its Year 16 results that the GCIM continues to be a successful program
that provides measurable benefits to SoCalGas’ core customers. During Year 16, each of the CPUC

established objectives for incentive regulation were met, in addition to SoCalGas’ primary







objectives of supply security and reliable service at low cost. SoCalGas therefore recommends that
the Commission approve a GCIM Year 16 shareholder award of $6,012,199 on an expedited and ex

parte basis.







SOUTHERN CALIFORNIA GAS COMPANY

APPENDIX A
Summary of GCIM Results to Date

GCIM Benchmark Actual (Over)/Under Upper Tolerance Lower Tolerance Lower Tolerance Lower Tolerance Subject to
Year Dollars Dollars Benchmark Dollars * Dollars 0.5% Dollars 1.0% Dollars 5.0% Sharing**
1 $567,448,362.30 $568,566,019.81 $ (1,117,657.51) $17,089,530.26 N/A $ -
2 448,713,458.73 442,313,458.73 6,400,000.00 13,058,694.40 N/A 6,400,000.00
3 680,061,509.12 658,875,669.99 21,185,839.13 22,014,553.98 N/A 21,185,839.13
4 672,131,591.15 665,307,357.07 6,824,234.08 10,977,634.41 2,744,408.60 4,079,825.48
5 649,294,620.31 631,138,278.30 18,156,342.01 10,761,347.94 2,690,337.00 15,466,005.01
6 1,061,264,614.31 1,037,113,228.11 24,151,386.20 18,527,591.62 4,631,897.91 19,519,488.29
7 2,411,105,910.49 2,187,5633,957.27 223,571,953.22 45,580,915.01 N/A 22,790,457.52 113,952,287.60 200,781,495.70
8 1,480,091,362.36 1,290,296,697.89 189,794,664.47 26,979,669.81 N/A 13,489,834.90 67,449,174.52 176,304,829.57
9 1,506,037,786.25 1,467,033,460.42 39,004,325.83 27,458,163.89 N/A 13,729,081.94 68,645,409.70 25,275,243.89
10 1,892,688,525.92 1,865,659,815.59 27,028,710.33 35,140,805.34 N/A 17,570,402.67 87,852,013.34 9,458,307.66
11 2,277,899,575.12 2,246,521,572.99 31,378,002.13 42,689,291.43 N/A 21,344,645.73 106,723,228.59 10,033,356.40
12 3,126,842,589.57 3,057,709,956.84 69,132,632.73 59,836,551.77 N/A 29,918,275.86 149,591,379.39 39,214,356.87
13 2,308,210,816.08 2,250,470,332.65 57,740,483.43 43,849,019.93 N/A 21,924,509.96 109,622,549.83 35,815,973.47
14 2,513,802,466.59 2,463,728,945.05 50,073,521.54 47,972,531.01 N/A 23,986,265.50 119,931,327.53 26,087,256.04
15 2,894,131,586.73 2,818,571,495.70 75,560,091.03 54,736,538.80 N/A 27,368,269.40 136,841,347.00 48,191,821.63
16 $1,753,539,090.12 1,713,612,055.95 39,927,034.17 31,756,473.48 N/A 15,878,236.76 79,391,183.73 24,048,797.41
$26,243,263,865.15 $25,364,452,302.36 $878,811,562.79 $508,429,313.08 $10,066,643.51 207,999,980.24 1,039,999,901.23 $ 661,862,596.55

* Upper Tolerance band of 4.5% for GCIM Year 1, 4% for Years 2 - 3, and 2% for Years 4 - 16.
** For Years 4-6, GCIM Gain/(Loss) subject to sharing is the Amount Under Benchmark less the 0.5% Lower Tolerance Band. For Years 7-16, the Gain/(Loss) subject to sharing
is the Amount Under Benchmark less the 1% Lower Tolerance Band, pursuant to D.02-06-023

Note: Benchmark and Actual Dollars are inclusive of all transportation costs for delivery of gas to SoCalGas' system.
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Southern California Gas Company
Annual Report on the Gas Cost Incentive Mechanism

April 1, 2010 through March 31, 2011

I. Summary of Year 17 GCIM Results

This report summarizes the results of the Gas Acquisition Department’s activities on behalf of
Southern California Gas Company’s (SoCalGas) and San Diego Gas and Electric’s (SDG&E)' core
customers under the Gas Cost Incentive Mechanism (GCIM) during the period April 1, 2010
through March 31, 2011 (Year 17). This report also requests a shareholder award under the GCIM
for Year 17. The award is based on the GCIM as amended through D.02-06-023.

In GCIM Year 17, California continued to experience a dynamic natural gas market, although much
less volatile than seen three to four years ago. Despite changing market conditions, SoCalGas’ and
SDG&E’s core customers continued to receive reliable natural gas supplies at below-market cost.
These results were achieved with no curtailments of core service and in compliance with all
requirements and guidelines established by the California Public Utilities Commission (CPUC or
Commission). Table 1 below summarizes performance under the GCIM during the last 17 years,
highlighting the fact that ratepayers have realized the benefit of gas purchases below the GCIM
benchmark (Benchmark) in sixteen of the past 17 years. Additionally, a GCIM Summary Report
for the past 17 years delineating the various GCIM components is included in Appendix A.

'D.07-12-019 authorized the consolidation of the core portfolio for SoCalGas and SDG&E into one single portfolio
managed by SoCalGas.







TABLE 1

GCIM PERFORMANCE
YEAR ENDED MARCH 31

Net Purchases

Net Gas Cost

Benchmark Gas

Comparison to Benchmark

Year | (Border Volumes) Commodity Cost ($Millions)

Million Million Tpt_al ($ | Unit Cost T_ot'al ($ Unit Cost Custpmer Shareholder Total

MMBtu/d | MMBtu | Millions) | ($/MMBtu) Millions) ($/MMBtu) Savings Award

1995 0.76 277 $445 $1.61 $441 $1.59 ($1.1) $0.0 ($1.1)
1996 0.66 243 $322 $1.33 326 $1.35 $3.2 $3.2 $6.4
1997 0.66 243 $530 $2.18 550 $2.27 $10.6 $10.6 $21.2
1998 0.66 241 $542 $2.25 549 $2.28 $4.8 $2.0 $6.8
1999 0.75 275 $520 $1.89 538 $1.95 $10.4 $7.7 $18.1
2000 1.06 385 $902 $2.34 926 $2.40 $14.4 $9.8 $24.2
2001 1.09 398 $2,055 $5.16 2,279 $5.72 $192.8 $30.8 $223.6
2002 1.01 370 $1,159 $3.13 1,349 $3.64 $172.4 $17.4 $189.8
2003 1.03 376 $1,333 $3.55 1,373 $3.65 $32.7 $6.3 $39.0
2004 1.02 374 $1,730 $4.63 1,757 $4.70 $24.6 $2.4 $27.0
2005 1.03 375 $2,103 $5.61 2,134 $5.69 $28.9 $2.5 $31.4
2006 1.06 387 $2,923 $7.54 2,990 $7.72 $59.3 $9.8 $69.1
2007 1.02 372 $2,135 $5.74 2,192 $5.89 $48.8 $8.9 $57.7
2008 1.03 376 $2,349 $6.25 2,399 $6.38 $43.6 $6.5 $50.1
2009 1.15 418 $2,661 $6.36 2,737 $6.54 $63.5 $12.1 $75.6
2010 1.11 406 $1,548 $3.82 1,588 $3.91 $33.9 $6.0 $39.9
2011 1.1 406 $1,559 $3.84 1,600 $3.94 $34.7 $6.2 $40.9
Total 0.953 5,922 | $24,816 $4.19 $24,128 $4.07 $777.5 $142.2 $919.7

* Years 1- 3 exclude benefits related to Storage Incentive Mechanism (“SIM”), which was eliminated in Year 4.
The SIM shareholder awards for Years 1, 2, 3 were $103,364, $67,645, and $171,106 respectively.

As indicated in Table 1, Gas Acquisition acquired gas at $40.9 million below the Benchmark in

Year 17. The Benchmark consists of a volume-weighted average of published indices for the

locations where Gas Acquisition buys gas for the core customers. Gas Acquisition’s average cost

was $3.84 per MMBtu, or $0.10 per MMBtu below the Benchmark price of $3.94 per MMBtu.

During GCIM Year 17, Gas Acquisition purchased a net 406 million MMBtus for its retail core

load. Gas Acquisition’s interstate capacity rights primarily on El Paso, Transwestern, and Kern

River pipeline systems enabled the core’s requirements to be met largely through basin purchases

rather than purchases at the California border/citygate.








IL. Description of Gas Procurement Activities

SoCalGas’ Gas Acquisition personnel have a high level of expertise in fundamental analysis, gas
trading, gas transportation, risk management, and back office operations. This expertise has
continually been developed over the past sixteen years of operation under the GCIM. As a result,
Gas Acquisition has been able to effectively manage gas procurement in the gas markets during
Year 17, and ultimately lowering their gas costs. The GCIM encourages Gas Acquisition to
proactively lower gas costs and protect core customers from price volatility through physical and

financial trades, storage, and interstate pipeline capacity.

As in the previous 16 years of the GCIM, Year 17 results continue to show that the GCIM program
is successful in meeting its objectives originally established in D.90-07-065 and R.90-02-008:

e Improve the utility’s incentives to operate efficiently;

e Reduce the burden of regulatory oversight, both for the regulators and the utility;

e Provide a more stable and predictable regulatory environment;

e Implement a system that is readily understandable;

e Fairly balance risk and reward for the utility, and provide positive as well as negative

incentives;

e Implement a regulatory structure that allows management to focus primarily on costs

and markets, rather than on CPUC proceedings; and
e Align the interests of utility shareholders with those of utility customers.

Over the past 17 years, the GCIM has increased the efficiency of regulation by reducing the burden
of regulatory oversight and providing a structure that enables SoCalGas to focus on securing

reliable, low-cost gas for its core customers.

Gas Acquisition’s procurement activities were conducted to achieve the primary objectives of
supply security and service reliability at a low cost. SoCalGas accomplished these objectives in

Year 17 by:

e Ensuring that firm long-term contracts, together with readily available monthly supplies
and core storage, are adequate to meet core requirements during the peak demand season

(November to March). In GCIM Year 17, SoCalGas maintained a gas supply portfolio







primarily weighted toward long-term supply agreements (55%). Month-to-month and

daily gas purchases, net of sales, accounted for 45% of the portfolio.

e Reaching its minimum core-purchased inventory of 51 Bef on July 31, 2010,* and its
October 31 core physical storage inventory target of 80 Bef +0/-2 Bcf, in compliance
with D.06-10-029, D.07-12-019 and D.08-12-020.> SoCalGas’ core-purchased inventory
on July 31, 2010 was 54.9 Bcf; its core physical inventory on October 31, 2010 was 78.2
Bef (excluding 0.2 Bef of Secondary Market Services (SMS) loan volumes, and
including 1.4 Bef of Core Aggregation Transportation (CAT) volumes).*

e Managing the use of the rights and assets assigned to the retail core including storage
inventory, injection and withdrawal rights, and flowing supply through the use of SMS.
SMS transactions and fees are based on existing market conditions and are completed on
a non-discriminatory basis. SMS transactions continued to contribute to the overall
lower gas costs achieved by Gas Acquisition by using assets not directly needed for

reliability.

e Making physical and financial trades on behalf of core customers to reduce retail core

gas costs.

e Utilizing Gas Acquisition’s interstate and Firm Access Rights (FAR) capacity rights to

provide portfolio diversification and lower the cost of gas.

In summary, the GCIM provides an incentive for SoCalGas to efficiently use retail core’s interstate
pipeline and storage rights to deliver reliable, low-cost gas supplies to its retail core customers.
Reliability is achieved by constructing a portfolio of natural gas supplies that is diversified by

contract type, geographic region, and supplier. SoCalGas uses tools available to a typical trading

* D.06-10-029 adopted a joint recommendation of DRA, TURN and SoCalGas, establishing a minimum core purchase
inventory target on July 31, 2006. For subsequent years, SoCalGas must obtain agreement from DRA and TURN for
mid-season inventory target which must be met unless otherwise agreed to by DRA and TURN. SoCalGas obtained
agreement from DRA and TURN for a mid-season minimum storage target of 51 Bcf as of July 31, 2010, and filed
Advice Letter 4116 to reflect this target in its GCIM tariffs.

3 D.06-10-029 changed the core physical storage target as of October 31 from 70 Bcf +5/-5 Bef to 70 Bef +5/-2 Bef.
Also, “if additional storage inventory is allocated to SoCalGas’ core beyond 70 Bcf, the core’s October 31 physical
inventory storage target will be increased by that amount”. D.07-12-019 approved storage capacity for the combined
core portfolio at 79 Bef. D.08-12-020 adopted the Settlement Agreement (SA) dated August 22, 2008, allocating 1 Bef
of the storage expansion capacity to the combined core’s storage inventory in each of the four years 2010-2013.
Therefore, the core storage capacity in Year 17 was increased to 80 Bef. D.08-12-020 also effectively eliminated the
upper tolerance of the core storage capacity by requiring that the “combined core customers of SDG&E/SoCalGas...
balance within the storage inventory capacity allocated to them under this SA.”

* Effective April 1, 2009, SoCalGas implemented the remaining provisions of D.07-12-019, subjecting the core to new
balancing requirements. No imbalance charges were incurred by the core during the reporting period.







organization, including purchases, sales, loans, parks, wheels, derivatives, and transportation
contracts. These tools enhance SoCalGas’ ability to make economic use of core assets, when not

directly needed for reliability, to lower overall gas costs to its core customers.
A. Interstate Capacity

Pursuant to Advice Letter 3929, approved by the Commission in December 2008, the capacity
planning range for the combined portfolio of SoCalGas and SDG&E during GCIM Year 17 was
established at 1,108 MDthd — 1,330 MDthd, which represented 100% to 120% of the forecasted
core procurement annual average daily load. On March 2, 2009, SoCalGas and SDG&E filed
Advice Letter 3969, requesting the continuation of the interstate pipeline contract approval
procedures adopted in D.04-09-022, with one minor modification, that on a go forward basis,
SoCalGas and SDG&E be required to hold firm interstate pipeline capacity that is no less than 90%
of their forecasted core procurement annual average daily load during spring and summer months
and no less than 100% of their forecasted core procurement annual average daily load during fall
and winter months.” The minimum firm capacity required for the period April to October 2010 was
thus established at 997 MDthd, while the minimum required for November 2010 to March 2011
was 1,108 MDthd. On March 4, 2010, SoCalGas’ System Operator issued an ENVOY notice
informing shippers that the Topock receipt point with El Paso would not be available from August
30, 2010 through October 24, 2010 due to a planned retrofit of Line 3000. In order to avoid
stranded capacity that would otherwise result from this project, SoCalGas and SDG&E filed Advice
Letter 4093 on March 29, 2010, requesting a temporary reduction of the minimum firm interstate
capacity requirement for the months of September and October 2010 from 997 MDthd to 800
MDthd. Appendix C to this report, shows that SoCalGas’ capacity holding during each month of

Year 17 met the minimum capacity requirement for the combined portfolio.
B. Winter Hedging

During the previous five GCIM years (Years 12 to 16), financial gains and losses and associated
transaction costs from winter hedge programs were excluded from the GCIM.® In D.10-01-023,

issued on January 25, 2010, the Commission adopted an incentive framework to motivate optimal

> Spring and summer months are the seven-month period April to October; winter months are November through
March.

%D.05-10-043 approved SoCalGas’ and SDG&E’ petition to allocate all costs and benefits of winter hedging
transactions directly to their core gas customers for GCIM Year 12. Subsequent decisions D.06-08-027, D.07-06-027,
D.08-09-005 and D.09-08-008 approved the continued exclusion of gains and losses from winter hedging transactions
for GCIM Year 13 through 16 respectively.







use of natural gas hedging for California utilities, modifying the treatment of financial gains and
losses for SoCalGas and SDG&E to include 25% of gains and losses attributable to the winter
hedging program within the GCIM,” SoCalGas/SDG&E is no longer required to seek Commission
approval of an annual hedging plan or file an annual report on its winter hedge transactions, but
must continue to follow existing requirement to apprise the Division of Ratepayer Advocates
(DRA), The Utility Reform Network (TURN) and the Energy Division of its hedging activities.
Pursuant to D.10-01-023, this Year 17 GCIM report includes 25% gains and losses and transaction
costs from Gas Acquisition’s winter hedging activities in total actual costs. In addition, 25% of
option premiums and related transactions costs incurred in March 2010 (the last month of Year 16),
for Year 17 winter hedging activities have also been recognized in this report. Total net costs from
Year 17 winter hedge activities amounted to $4.15 million, of which $1.04 million was included in

GCIM.

The DRA and TURN staff were kept apprised of SoCalGas’ winter hedge positions via weekly

position reports and bi-weekly conference calls throughout the period.

C. System Reliability
D.07-12-019 transferred the responsibility for maintaining SoCalGas’ Southern System Reliability
from Gas Acquisition to the System Operator, specifically the Operational Hub. However, Gas
Acquisition remains the “provider of last resort” on a best efforts basis.®* On February 2 and 3,
2011, as the result of severe weather conditions in the producing basins causing deliveries to the
Southern System to be significantly cut, SoCalGas Operational Hub requested Gas Acquisition to
acquire additional supplies as the provider of last resort. Gas Acquisition purchased approximately
71,000 Dth of net incremental supplies on behalf of the Operational Hub, and redirected
approximately 28,000 Dth of core portfolio supply to Blythe from other system receipt points.
Pursuant to SoCalGas Tariff Rule 41, Gas Acquisition charged the System Operator the actual
incremental costs incurred to provide the additional supplies and rerouting supplies to Blythe.

Consequently, these incremental costs have been excluded from GCIM.
III.  GCIM Monitoring and Evaluation

Throughout the GCIM program, SoCalGas has worked closely with the DRA to establish an

efficient monitoring and timely reporting system to keep the DRA and Energy Division informed of

" D.10-01-023, mimeo., at 70 (Ordering Paragraph No.4).
% SoCalGas Tariff Rule No. 41, section 12.







Gas Acquisition activities. Pursuant to the provisions of General Order 66-C and Section 583 of the
Public Utilities Code, SoCalGas provides a monthly report, 60 days after the end of each month, to
the DRA and Energy Division on a confidential basis. This report includes details of:

e All gas purchases and sale transactions;
e All SMS transactions;

e All financial transactions;

e Capacity Holding Report;

e Capacity Utilization Report; and

e C(Calculations of the GCIM benefit.

SoCalGas has also communicated frequently with the DRA and the Energy Division on all
important Gas Acquisition issues during GCIM Year 17, including its winter hedging activities and
Southern System Reliability issues. Finally, SoCalGas has at all times operated within the CPUC’s

Affiliate Transaction Rules and related Remedial Measures.
1Vv. Recommendations

SoCalGas concludes from its Year 17 results that the GCIM continues to be a successful program
that provides measurable benefits to SoCalGas’ core customers. During Year 17, each of the
CPUC-established objectives for incentive regulation were met, in addition to SoCalGas’ primary
objectives of supply security and reliable service at low cost. SoCalGas therefore recommends that
the Commission approve a GCIM Year 17 shareholder award of $6,222,061 on an expedited and ex

parte basis.







SOUTHERN CALIFORNIA GAS COMPANY

APPENDIX A
Summary of GCIM Results to Date

GCIM Benchmark Actual {Over)/{Under Upper Tolerance Lower Tolerance Lower Tolerance Lower Tolerance Subject to

Year Dollars Dollars Benchmark Dollars * Dollars 0.5% Dollars 1.0% Dollars 6.0% Sharing**
1 $567,448,362.30 $568,566,019.81 $  (1.117,657.51) $17,089,530.26 N/A $ -
2 448,713,458.73 442,313 458.73 6,400,000.00 13,058,694.40 N/A 6,400,000.00
3 680,061,509.12 658,875,669.99 21,185,839.13 22,014,553.98 N/A 21,185,839.13
4 672,131,591.156 665,307,357.07 6,824,234.08 10,977,634.41 2,744,408.60 4,079,825.48
5 649,284,620.31 631,138,278.30 18,156,342.01 10,761,347.94 2,690,337.00 15,466,005.01
[ 1,061,264,614.31 1,037,113,228.11 24,151,386.20 18,527,591.62 4,631,897.91 19,519,488.29
7 2,411,105,910.49 2,187,533,957.27 223,571,953.22 45,580,915.01 N/A 22,790,457.52 113,952,287.60 200,781,495.70
8 1,480,091,362.36 1,290,296,697.89 189,794,664.47 26,979,669.81 N/A 13,489,834.90 67,449,174.52 176,304,829.57
9 1,506,037,786.25 1,467,033,460.42 39,004,325.83 27,458,163.89 N/A 13,729.081.94 68,645,409.70 26,275,243.89
10 1,892,688,525.92 1,865,659,815.59 27,028,710.33 35,140,805.34 N/A 17,570,402.67 87,852,013.34 9,458,307.66
11 2,277,899,575.12 2,246,521,572.99 31,378,002.13 42,689,291.43 N/A 21,344,645.73 106,723,228.59 10,033,356.40
12 3,126,842 589.57 3,057,709,956.84 69,132,632.73 59,836,5561.77 N/A 29,918,275.86 149,591,379.39 38,214,356.87
13 2,308,210,816.08 2,250,470,332.65 57,740,483.43 43,549.019.93 N/A 21,924,509.96 109,622,549.83 35,815,973.47
14 2,513,802,466.59 2,463,728,945.05 50,073,521.54 47,972,531.01 N/A 23,986,265.50 119,931,327.53 26,087,256.04
15 2,894,131,586.73 2,818,571,495.70 75,560,091.03 54,736,538.80 N/A 27,368,269.40 136,841,347.00 48,191,821.63
16 1,763,539,090.12 1,713,612,055.95 39,927,034.17 31,756,473.48 N/A 15,878,236.76 79,391,183.73 24,048,797.41
17 1,750,392,489.96 1,709,500,858.03 40,891,631.93 32,006,773.38 NA 16,003,386.68 80,016,933.40 24,888,245.25
527,993,656,355.11 $27,073,853,160.39 $919,703,194.72 $640,436,086.46 $10,066,643.51 $224,003,366.92 $1,120,016,834.63 $686,760,841.80

* Upper Tolerance band of 4.5% for GCIM Year 1, 4% for Years 2 - 3, and 2% for Years 4 - 17.
** For Years 4-6, GCIM Gain/(Loss) subject to sharing Is the Amount Under Benchmark less the 0.5% Lower Tolerance Band. For Years 7-17, the Gain/(Loss) subject to sharing
is the Amount Under Benchmark less the 1% Lower Tolerance Band, pursuant lo D.02-06-023

Note: Benchmark and Actual Dollars are inclusive of all transporiation costs for deiivery of gas to SoCalGas' system.
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Southern California Gas Company
Annual Report on the Gas Cost Incentive Mechanism

April 1, 2011 through March 31, 2012

I Summary of Year 18 GCIM Results

This report summarizes the results of the Gas Acquisition Department’s activities on behalf of
Southern California Gas Company’s (SoCalGas) and San Diego Gas and Electric’s (SDG&E)' core
customers under the Gas Cost Incentive Mechanism (GCIM) during the period April 1, 2011
through March 31, 2012 (Year 18). This report also requests a shareholder award under the GCIM
for Year 18. The award is based on the GCIM as amended through D.02-06-023.

In GCIM Year 18, due to the boom in shale gas development and high storage levels, California, as
well as the rest of the country, experienced low volatility and extremely low gas prices. Under
these market conditions, SoCalGas’ and SDG&E’s core customers continued to receive reliable
natural gas supplies at below-market cost. These results were achieved with no curtailments of core
service and in compliance with all requirements and guidelines established by the California Public
Utilities Commission (CPUC). Table 1 below summarizes performance under the GCIM during the
last 18 years, highlighting the fact that ratepayers have realized the benefit of gas purchases below
the GCIM benchmark (Benchmark) in seventeen of the past 18 years. Additionally, a GCIM
Summary Report for the past 18 years delineating the various GCIM components is included in

Appendix A.

1 D.07-12-019 authorized the consolidation of the core portfolio for SoCalGas and SDG&E into one single pottfolio
managed by SoCalGas.







TABLE 1

GCIM PERFORMANCE
YEAR ENDED MARCH 31

Year (Bt:::/cm::s) Net Gas Cost Benchmark Gas Commodity Cost | Comparison to Benchmark ($Millions)

WBta | e | itons) | nmv) |70 G Mo | (S | oovnge | Award | T
1995 0.76 277 $445 $1.61 $441 $1.59 $1.1) $0.0 ($1.1)
1996 0.66 243 $322 $1.33 326 $1.35 $3.2 $3.2 $6.4
1997 0.66 243 $530 $2.18 550 $2.27 $10.6 $10.6 $21.2
1998 0.66 241 $642 $2.25 549 $2.28 $4.8 $2.0 $6.8
1999 0.75 275 $520 $1.89 538 $1.95 $10.4 $7.7 $18.1
2000 1.06 385 $902 $2.34 926 $2.40 $14.4 $9.8 $24.2
2001 1.09 398 $2,055 $5.16 2,279 $5.72 $192.8 $30.8 $223.6
2002 1.01 370 $1',1 59 $3.13 1,349 $3.64 $172.4 $17.4 $189.8 ‘
2003 1.03 376 $1,333 $3.55 1,373 $3.65 $32.7 $6.3 $39.0
2004 1.02 374 $1,730 $4.63 1,757 $4.70 $24.6 $2.4 $27.0
2005 1.03 375 $2,103 $5.61 2,134 $5.69 $28.9 $2.5 $31.4
2006 1.06 387 $2,923 $7.54 2,992 $7.72 $59.3 $9.8 $69.1
2007 1.02 372 $2,135 $5.74 2,192 $5.89 $48.8 $8.9 $57.7
2008 1.03 376 $2,349 $6.25 2,399 ‘$6.38 $43.6 $6.5 $50.1
2009 1.156 418 $2,661 $6.36 2,737 $6.54 $63.6 $12.0 $75.6
2010 1.1 406 $1,548 $3.82 1,588 $3.91 $33.9 $6.0 $39.9
2011 1.1 406 » $1,559 $3.84 1,600 $3.94 $34.7 $6.2 $40.9
2012 1.18 432 $1,547 $3.58 1,585 $3.67 $32.1 $5.4 $37.5
Total 0.966 6,354 | $26,363 $4.15 $27,315 $4.30 $809.7 $147.5 $957.2

* Years 1- 3 exclude benefits related to Storage Incentive Mechanism (“SIM”), which was eliminated in Year 4.

The SIM shareholder awards for Years 1, 2, 3 were $103,364, $67,645, and $171,106, respectively.

As indicated in Table 1, Gas Acquisition acquired gas at $37.5 million below the Benchmark in

Year 18. The Benchmark consists of a volume-weighted average of published indices for the

locations where Gas Acquisition buys gas for the core customers. Gas Acquisition’s average cost

was $3.58 per MMBtu, or $0.09 per MMBtu below the Benchmark price of $3.67 per MMBtu.

During GCIM Year 18, Gas Acquisition purchased a net 432 million MMBtus for its retail core

load. Gas Acquisition’s interstate capacity rights primarily on El Paso, Transwestern, and Kermn








River pipeline systems enabled the core’s requirements to be met largely through basin purchases

rather than purchases at the California border/citygate.
II1. Description of Gas Procurement Activities

SoCalGas® Gas Acquisition personnel have a high level of expertise in fundamental analysis, gas
trading, gas transportation, risk management, and back office opera;cions. This expertise has
continually been developed over the past seventeen years of operation under the GCIM. As a result,
Gas Acquisition has been able to effectively manage gas procurement in the gas markets during
Year 18, and ultimately lowering its gas costs. The GCIM encourages Gas Acquisition to
proactively lower gas costs and protect core customers from price volatility through physical and

financial trades, storage, and interstate pipeline capacity.

As in the previous 17 years of the GCIM, Year 18 results continue to show that the GCIM program
is successful in meeting its objectives originally established in D.90-07-065 and R.90-02-008:

e Improve the utility’s incentives to operate efficiently;

Reduce the burden of regulatory oversight, both for the regulators and the utility;
¢ Provide a more stable and predictable regulatory environment;
o TImplement a system that is readily understandable;

e Tairly balance risk and reward for the utility, and provide positive as well as negative

incentives;

e Implement a regulatory structure that allows management to focus primarily on costs

and markets, rather than on CPUC proceedings; and
e Align the interests of utility shareholders with those of utility customers.

Over the past 18 years, the GCIM has increased the efficiency of regulation by reducing the burden
of regulatory oversight and providing a structure that enables SoCalGas to focus on securing

reliable, low-cost gas for its core customers.

Gas Acquisition’s procurement activities were conducted to achieve the primary objectives of
supply security and service reliability at a low cost. SoCalGas accomplished these objectives in

Year 18 by:







¢ Ensuring that firm long-term contracts, together with readily available monthly supplies
and core storage, are adequate to meet core requirements during the peak demand season
(November to March). As SoCalGas has been gradually moving to shorter-term, more
competitively priced interstate capacity contracts, and renegotiating expiring capacity
contracts during GCIM Year 18, it did not enter into as many long-term contracts as in
previous years; however it still maintained a gas supply portfolio consisting of 41% of
long-term supply agreements and 47% month-to-month baseload agreements. Daily net

gas purchases only accounted for 12% of the total portfolio.

¢ Reaching its minimum core-purchased inventory of 47 Bcef on July 31, 2011, and its
October 31 core physical storage inventory target of 81 Bef +0/-2 Bcef, in compliance
with D.06-10-029, D.07-12-019 and D.08-12-020.>  SoCalGas’ core-purchased
inventory on July 31, 2011 was 49.5 Bcf; its core physical inventory on October 31,
2011 was 79.1 Bef (which excluded 1.5 Bcef of SMS loan volumes, but included 1.6 Bef
of Core Aggregation Transportation (CAT) volumes).*

¢ Managing the use of the rights and assets assigned to the retail core including storage
inventory, injection and withdrawal rights, and flowing supply through the use of
Secondary Market Services (SMS). SMS transactions and fees are based on existing
market conditions and are completed on a non-discriminatory basis. SMS transactions
continued to contribute to the overall lower gas costs achieved by Gas Acquisition by

using assets not directly needed for reliability.

e Making physical and financial trades on behalf of core customers to reduce retail core

gas costs.

2D.06-10-029 adopted a joint recommendation of DRA, TURN and SoCalGas, establishing a minimum core purchase
inventory target on July 31, 2006. For subsequent years, SoCalGas must obtain agreement from DRA and TURN for
mid-season inventory target which must be met unless otherwise agreed to by DRA and TURN. SoCalGas obtained
agreement from DRA and TURN for a mid-season minimum storage target of 47 Bef as of July 31, 2011, and filed
Advice Letter 4233 to reflect this target in its GCIM tariffs.

3 D.06-10-029 changed the core physical storage target as of October 31 from 70 Bef +5/-5 Bef to 70 Bef +5/-2 Bef.
Also, “if additional storage inventory is allocated to SoCalGas’ core beyond 70 Bcf, the core’s October 31 physical
inventory storage target will be increased by that amount.” D.07-12-019 approved storage capacity for the combined
core portfolio at 79 Bef. D.08-12-020 adopted the Settlement Agreement (SA) dated August 22, 2008, allocating 1 Bef
of the storage expansion capacity to the combined core’s storage inventory in each of the four years 2010-2013.
Therefore, the core storage capacity in Year 18 was increased to 81 Bef, D.08-12-020 also effectively eliminated the
upper tolerance of the core storage capacity by requiring that-the “combined core customers of SDG&E/SoCalGas...
balance within the storage inventory capacity allocated to them under this SA.”

4 Effective April 1, 2009, SoCalGas implemented the remaining provisions of D.07-12-019, subjecting the core to new
balancing requirements. No imbalance charges were incurred by the core during the reporting period.







e Utilizing Gas Acquisition’s interstate and FAR/BTS’ capacity rights to provide portfolio

diversification and lower the cost of gas.

In summary, the GCIM provides an incentive for SoCalGas to efficiently use retail core’s interstate
pipeline and storage rights to deliver reliable, low-cost gas supplies to its retail core customers.
Reliability is achieved by constructing a portfolio of natural gas supplies that is diversified by
contract type, geographic region, and supplier. SoCalGas uses tools available to a typical trading
organization, including purchases, sales, loans, parks, wheels, derivatives, and transportation
contracts. These tools enhance SoCalGas’ ability to make economic use of core assets, when not

directly needed for reliability, to lower overall gas costs to its core customers.

Interstate Capacity

Pursuant to D.04-09-022 and Advice Letter 3969, SoCalGas filed Advice Letter 4158 on October
27, 2010, to update the capacity planning range for the combined portfolio of SoCalGas and
SDG&E for GCIM Year 18 and 19 based on the 2010 California Gas Report. The minimum firm
capacity required for the period April to October 2011 was established at 947.3 MDthd, while the
minimum required for November 2011 to March 2012 was 1,052.5 MDthd. Appendix C to this
report, shows that SoCalGas’ capacity holding during each month of Year 18 met the minimum

capacity requirement for the combined portfolio.

Financial Derivatives and Winter Hedging

In compliance with D.10-01-023 issued on January 25, 2010, adopting an incentive framework to
motivate optimal use of natural gas hedging for California utilities, and modifying the treatment of
financial gains and losses for SoCalGas and SDG&E, in Year 18, SoCalGas continued to include
25% gains and losses and transaction costs from Gas Acquisition’s winter hedging activities in total
actual costs. Total net costs from Year 18 winter hedge activities amounted to $1.4 million, of

which $0.35 million was included in GCIM.

The Division of Ratepayer Advocates (DRA) and TURN staffs were kept apprised of SoCalGas’
winter hedge positions via weekly position reports and bi-weekly conference calls throughout the

period.

5 Pursuant to D.11-04-032 , the “Firm Access Rights Balancing Account” was renamed “Backbone Transmission
Balancing Account,” and the “Receipt Point Access” tariff (Schedule G-RPA) was renamed “Backbone Transportation
Service” (Schedule G-BTS), effective 10/1/11.







Rerouting Gas from Ehrenberg to Otay Mesa

On three occasions during Year 18, for different reasons, SoCalGas System Operator requested Gas
Acquisition to deliver certain quantity of gas to the Otay Mesa system receipt point, which required
gas usually received from El Paso at Ehrenberg to be rerouted from Ehrenberg via North Baja
Pipeline (NB), Gasoducto Rosarito (GRO), and Transportadora de Gas Natural (TGN) to Otay
Mesa.

During three Saturdays in November 2011, Gas Acquisition was requested to reroute core gas to
Otay Mesa due to maintenance of Transmission Line 3010 serving customers in SDG&E’s service
territory. The rerouting was necessary to enable the delivery of core supplies to SDG&E.® The
incremental transportation costs incurred on NB, GRO and TGN were recorded as gas costs in the

Purchased Gas Account (PGA) and included in GCIM.

For February 28 and 29, 2012 flow days, SoCalGas System Operator requested Gas Acquisition to
reroute a total quantity of 225,000 MMBtus to Otay Mesa to support Southern System Reliability.
Pursuant to D.07-12-019 and SoCalGas Tariff Rule 41, incremental costs for System Reliability are
charged to the System Reliability Memorandum Account (SRMA) and excluded from the PGA and
GCIM.

From March 9-19, 2012, SoCalGas System Operator made a series of requests to Gas Acquisition to
reroute a total quantity of 350,000 MMBtus to Otay Mesa for each weekday from March 12-20 to
facilitate the retrofit and internal inspection of SoCalGas Line 6900. All incremental transportation
costs associated with this project are excluded from the PGA and GCIM, and charged to the

pipeline inspection project work order.
HI. GCIM Monitoring and Evaluation

Throughout the GCIM program, SoCalGas has worked closely with the DRA to establish an
efficient monitoring and timely reporting system to keep the DRA and Energy Division informed of
Gas Acquisition activities. Pursuant to the provisions of General Order 66-C and Section 583 of the
Public Utilities Code, SoCalGas provides a monthly report, 60 days after the end of each month, to
the DRA and Energy Division on a confidential basis. This report includes details of:

® SDG&E’s non-core customers were curtailed during these three days.







¢ All gas purchases and sale transactions
o All SMS transactions

¢ All financial transactions

¢ Capacity Holding Report

¢ Capacity Utilization Report

e Calculations of the GCIM benefit

SoCalGas has also communicated frequently with the DRA and the Energy Division on all
important Gas Acquisition issues during GCIM Year 18, including its winter hedging activities and
the rerouting of gas to Otay Mesa. Finally, SoCalGas has at all times operated within the CPUC’s

Affiliate Transaction Rules and related Remedial Measures.
1V. Recommendations

SoCalGas concludes from its Yearl8 results that the GCIM continues to be a successful program
that provides measurable benefits to SoCalGas’ core customers. During Year 18, each of the CPUC
established objectives for incentive regulation were met, in addition to SoCalGas’ primary
objectives of supply security and reliable service at low cost. SoCalGas therefore recommends that
the Commission approve a GCIM Year 18 shareholder award of $5,412,805 on an expedited and ex
parte basis.
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Southern California Gas Company
Annual Report on the Gas Cost Incentive Mechanism

April 1, 2012 through March 31, 2013

I. Summary of Year 19 GCIM Results

This report summarizes the results of the activities by the Southern California Gas Company
(SoCalGas) Gas Acquisition Department’ on behalf of the core procurement customers of SoCalGas
and San Diego Gas and Electric (SDG&E)” under the Gas Cost Incentive Mechanism (GCIM)
during the period April 1, 2012, through March 31, 2013 (Year 19). This report also requests a
shareholder award under the GCIM for Year 19. The award is based on the current GCIM set forth
in SoCalGas’ GCIM Preliminary Statement.

In GCIM Year 19, due to the boom in shale gas development and high storage levels, California, as
well as the rest of the country, experienced low volatility and relatively low gas prices. Under these
market conditions, SoCalGas’ and SDG&E’s core customers continued to receive reliable natural
gas supplies at below-market cost. These results were achieved with no curtailments of core service
and in compliance with all requirements and guidelines established by the California Public Utilities
Commission (CPUC). Table 1 below summarizes performance under the GCIM during the last 19
years, highlighting the fact that ratepayers have realized the benefit of gas purchases below the
GCIM benchmark (Benchmark) in eighteen of the past 19 years. Additionally, a GCIM Summary
Report for the past 19 years delineating the various GCIM components is included in Appendix A.

! This department is now called the “Utility Gas Procurement Department” in SoCalGas’ tariffs. For ease of reference,
however, SoCalGas will continue to use the name “Gas Acquisition Department” in this GCIM report and related
application, as we have in all previous GCIM applications and reports.

2D.07-12-019 authorized the consolidation of the core portfolio for SoCalGas and SDG&E into one single portfolio
managed by SoCalGas. This consolidation became effective on April 1, 2008.







TABLE 1

GCIM PERFORMANCE
YEAR ENDED MARCH 31

Year GCIM (Bii:i:::f;]i:ne:s) Net Gas Cost Benchmark Gas Commodity Cost [ Comparison to Benchmark ($Millions)

Year Million Million T?t.al ($ Unit Cost Total ($ Millions) Unit Cost Custt.)mer Shareholder Total

MMBtu/d MMBtu | Millions) | ($/MMBtu) ($/MMBtu) Savings Award

1995 1 0.76 277 $445 $1.61 $441 $1.59 ($1.1) $0.0 ($1.1)
1996 2 0.66 243 $322 $1.33 326 $1.35 $3.2 $3.2 $6.4
1997 3 0.66 243 $530 $2.18 550 $2.27 $10.6 $10.6 $21.2
1998 4 0.66 241 $542 $2.25 549 $2.28 $4.8 $2.0 $6.8
1999 5 0.75 275 $520 $1.89 538 $1.95 $10.4 $7.7 $18.1
2000 6 1.06 385 $902 $2.34 926 $2.40 $14.4 $9.8 $24.2
2001 7 1.09 398 $2,055 $5.16 2,279 $5.72 $192.8 $30.8 $223.6
2002 8 1.01 370 $1,159 $3.13 1,349 $3.64 $172.4 $17.4 $189.8
2003 9 1.03 376 $1,333 $3.55 1,373 $3.65 $32.7 $6.3 $39.0
2004 10 1.02 374 $1,730 $4.63 1,757 $4.70 $24.6 $2.4 $27.0
2005 11 1.03 375 $2,103 $5.61 2,134 $5.69 $28.9 $2.5 $31.4
2006 12 1.06 387 $2,923 $7.54 2,992 $7.72 $59.3 $9.8 $69.1
2007 13 1.02 372 $2,135 $5.74 2,192 $5.89 $48.8 $8.9 $57.7
2008 14 1.03 376 $2,349 $6.25 2,399 $6.38 $43.6 $6.5 $50.1
2009 15 1.15 418 $2,661 $6.36 2,737 $6.54 $63.6 $12.0 $75.6
2010 16 1.1 406 $1,548 $3.82 1,588 $3.91 $33.9 $6.0 $39.9
2011 17 1.1 406 $1,559 $3.84 1,600 $3.94 $34.7 $6.2 $40.9
2012 18 1.18 432 $1,547 $3.58 1,685 $3.67 $32.1 $5.4 $37.5
2013 19 1.06 387 $1,107 $2.86 1,141 $2.95 $28.9 $5.8 $34.7

Total 0.971 6,741 $27,470 $4.07 $28,456 $4.22 $838.6 $153.3 $992.0

* Years 1- 3 exclude benefits related to Storage Incentive Mechanism (“SIM”), which was eliminated in Year 4.
The SIM shareholder awards for Years 1, 2, 3 were $103,364, $67,645, and $171,106 respectively.

As indicated in Table 1, Gas Acquisition acquired gas at $34.7 million below the Benchmark in
Year 19. The Benchmark consists of a volume-weighted average of published indices for the
locations where Gas Acquisition buys gas for the core customers. Gas Acquisition’s average cost

was $2.86 per MMBtu, or $0.09 per MMBtu below the Benchmark price of $2.95 per MMBtu.

During GCIM Year 19, Gas Acquisition purchased a net 387 million MMBtus for its retail core
load. Gas Acquisition’s interstate capacity rights primarily on El Paso, Transwestern, and Kern
River pipeline systems enabled the core’s requirements to be met largely through basin purchases

rather than purchases at the California border/citygate.







IL. Description of Gas Procurement Activities

SoCalGas’ Gas Acquisition personnel have a high level of expertise in fundamental analysis, gas
trading, gas transportation, risk management, and back office operations. This expertise has
continually been developed over the past eighteen years of operation under the GCIM. As a result,
Gas Acquisition has been able to effectively manage gas procurement in the gas markets during
Year 19, and ultimately lowering its gas costs. The GCIM encourages Gas Acquisition to
proactively lower gas costs and protect core customers from price volatility through physical and

financial trades, storage, and interstate pipeline capacity.

As in the previous 18 years of the GCIM, Year 19 results continue to show that the GCIM program
is successful in meeting its objectives originally established in D.90-07-065 and R.90-02-008:

e Improve the utility’s incentives to operate efficiently;

e Reduce the burden of regulatory oversight, both for the regulators and the utility;

e Provide a more stable and predictable regulatory environment;

e Implement a system that is readily understandable;

e Fairly balance risk and reward for the utility, and provide positive as well as negative

incentives;

e Implement a regulatory structure that allows management to focus primarily on costs

and markets, rather than on CPUC proceedings; and
e Align the interests of utility shareholders with those of utility customers.

Over the past 19 years, the GCIM has increased the efficiency of regulation by reducing the burden
of regulatory oversight and providing a structure that enables SoCalGas to focus on securing

reliable, low-cost gas for its core customers.

Gas Acquisition’s procurement activities were conducted to achieve the primary objectives of
supply security and service reliability at a low cost. SoCalGas accomplished these objectives in

Year 19 by:

e Ensuring that firm long-term contracts, together with readily available monthly supplies
and core storage, are adequate to meet core requirements during the peak demand season

(November to March). In GCIM Year 19 SoCalGas maintained a gas supply portfolio







weighted toward long-term supply agreements (54%) and month-to-month baseload

agreements (42%). Daily net gas purchases only accounted for 4% of the total portfolio.

e Reaching its minimum core-purchased inventory of 47 Bef on July 31, 2012, and its
October 31 core physical storage inventory target of 82 Bef +0/-2 Bcf, in compliance
with D.06-10-029, D.07-12-019 and D.08-12-020.*  SoCalGas’ core-purchased
inventory on July 31, 2012 was 47.3 Bcf; its core physical inventory on October 31,
2012 was 80.3 Bcf (which excluded 1.1 Bcef of SMS park volumes, but included 1.8 Bef
of Core Aggregation Transportation (CAT) volumes)°.

e Managing the use of the rights and assets assigned to the retail core including storage
inventory, injection and withdrawal rights, and flowing supply through the use of
Secondary Market Services (SMS). SMS transactions and fees are based on existing
market conditions and are completed on a non-discriminatory basis. SMS transactions
continued to contribute to the overall lower gas costs achieved by Gas Acquisition by

using assets not directly needed for reliability.

e Making physical and financial trades on behalf of core customers to reduce retail core

gas costs.

e Utilizing Gas Acquisition’s interstate and Backbone Transmission Service (BTS)

capacity rights to provide portfolio diversification and lower the cost of gas.

In summary, the GCIM provides an incentive for SoCalGas to efficiently use retail core’s interstate
pipeline and storage rights to deliver reliable, low-cost gas supplies to its retail core customers.

Reliability is achieved by constructing a portfolio of natural gas supplies that is diversified by

? D.06-10-029 adopted a joint recommendation of DRA, TURN and SoCalGas, establishing a minimum core purchase
inventory target on July 31, 2006. For subsequent years, SoCalGas must obtain agreement from DRA and TURN for
mid-season inventory target which must be met unless otherwise agreed to by DRA and TURN. SoCalGas obtained
agreement from DRA for a mid-season minimum storage target of 47 Bef as of July 31, 2012, and filed Advice Letter
4372 to reflect this target in its GCIM tariffs. TURN was unable to participate in the review process due to time
constraints. Advice Letter 4372 was approved by the Commission on July 19, 2012.

* D.06-10-029 changed the core physical storage target as of October 31 from 70 Bef +5/-5 Bef to 70 Bef +5/-2 Bef.
Also, “if additional storage inventory is allocated to SoCalGas’ core beyond 70 Bcf, the core’s October 31 physical
inventory storage target will be increased by that amount”. D.07-12-019 approved storage capacity for the combined
core portfolio at 79 Bef. D.08-12-020 adopted the Settlement Agreement (SA) dated August 22, 2008, allocating 1 Bef
of the storage expansion capacity to the combined core’s storage inventory in each of the four years 2010-2013.
Therefore, the core storage capacity in Year 19 was increased to 82 Bef. D.08-12-020 also effectively eliminated the
upper tolerance of the core storage capacity by requiring that the “combined core customers of SDG&E/SoCalGas...
balance within the storage inventory capacity allocated to them under this SA.”

> Effective April 1, 2009, SoCalGas implemented the remaining provisions of D.07-12-019, subjecting the core to new
balancing requirements. No imbalance charges were incurred by the core during the reporting period.







contract type, geographic region, and supplier. SoCalGas uses tools available to a typical trading
organization, including purchases, sales, loans, parks, wheels, derivatives, and transportation
contracts. These tools enhance SoCalGas’ ability to make economic use of core assets, when not

directly needed for reliability, to lower overall gas costs to its core customers.

Interstate Capacity

Pursuant to D.04-09-022 and Advice Letter 3969, SoCalGas filed Advice Letter 4158 on October
27, 2010, to update the capacity planning range for the combined portfolio of SoCalGas and
SDG&E for GCIM Year 18 and 19 based on the 2010 California Gas Report. The minimum firm
capacity required for the period April to October 2012 was established at 948.0 MDthd, while the
minimum required for November 2012 to March 2013 was 1,053.4 MDthd. Appendix C to this
report shows that SoCalGas’ capacity holding during each month of Year 19 met the minimum

capacity requirement for the combined portfolio.

Financial Derivatives and Winter Hedging

In compliance with D.10-01-023 issued on January 25, 2010, adopting an incentive framework to
motivate optimal use of natural gas hedging for California utilities, and modifying the treatment of
financial gains and losses for SoCalGas and SDG&E, in Year 19, SoCalGas continued to include
25% gains and losses and transaction costs from Gas Acquisition’s winter hedging activities in total
actual costs. Total net costs from Year 19 winter hedge activities amounted to $1.0 million, of

which $0.25 million was included in GCIM.

The Division of Ratepayer Advocates (DRA) and TURN staffs were kept apprised of SoCalGas’
winter hedge positions via weekly position reports and bi-weekly conference calls throughout the

period.

III.  GCIM Monitoring and Evaluation

Throughout the GCIM program, SoCalGas has worked closely with the DRA to establish an
efficient monitoring and timely reporting system to keep the DRA and Energy Division informed of
Gas Acquisition activities. Pursuant to the provisions of General Order 66-C and Section 583 of the
Public Utilities Code, SoCalGas provides a monthly report, 60 days after the end of each month, to
the DRA and Energy Division on a confidential basis. This report includes details of:

e All gas purchases and sale transactions







e All SMS transactions

e All financial transactions

e (Capacity Holding Report

e (Capacity Utilization Report

e (Calculations of the GCIM benefit

SoCalGas has also communicated frequently with the DRA and the Energy Division on all
important Gas Acquisition issues during GCIM Year 19, including its winter hedging activities.
Finally, SoCalGas has at all times operated within the CPUC’s Affiliate Transaction Rules and

related Remedial Measures.
IVv. Recommendations

SoCalGas concludes from its Year 19 results that the GCIM continues to be a successful program
that provides measurable benefits to SoCalGas’ core customers. During Year 19, each of the CPUC
established objectives for incentive regulation were met, in addition to SoCalGas’ primary
objectives of supply security and reliable service at low cost. SoCalGas therefore recommends that
the Commission approve a GCIM Year 19 shareholder award of $5,830,965 on an expedited and ex
parte basis.
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SOUTHERN CALIFORNIA GAS COMPANY

APPENDIX A
Summary of GCIM Results to Date

GCIM Benchmark Actual (Over)/Under Upper Tolerance Lower Tolerance Lower Tolerance Lower Tolerance Subject to
Year Dollars Dollars Benchmark Dollars * Dollars 0.5% Dollars 1.0% Dollars 5.0% Sharing**
1 $567,448,362.30 $568,566,019.81 $ (1,117,657.51) $17,089,530.26 N/A $ -
2 448,713,458.73 442,313,458.73 6,400,000.00 13,058,694.40 N/A 6,400,000.00
3 680,061,509.12 658,875,669.99 21,185,839.13 22,014,553.98 N/A 21,185,839.13
4 672,131,591.15 665,307,357.07 6,824,234.08 10,977,634.41 2,744,408.60 4,079,825.48
5 649,294,620.31 631,138,278.30 18,156,342.01 10,761,347.94 2,690,337.00 15,466,005.01
6 1,061,264,614.31 1,037,113,228.11 24,151,386.20 18,527,591.62 4,631,897.91 19,519,488.29
7 2,411,105,910.49 2,187,533,957.27 223,571,953.22 45,580,915.01 N/A 22,790,457.52 113,952,287.60 200,781,495.70
8 1,480,091,362.36 1,290,296,697.89 189,794,664.47 26,979,669.81 N/A 13,489,834.90 67,449,174.52 176,304,829.57
9 1,506,037,786.25 1,467,033,460.42 39,004,325.83 27,458,163.89 N/A 13,729,081.94 68,645,409.70 25,275,243.89
10 1,892,688,525.92 1,865,659,815.59 27,028,710.33 35,140,805.34 N/A 17,570,402.67 87,852,013.34 9,458,307.66
11 2,277,899,575.12 2,246,521,572.99 31,378,002.13 42,689,291.43 N/A 21,344,645.73 106,723,228.59 10,033,356.40
12 3,126,842,589.57 3,057,709,956.84 69,132,632.73 59,836,551.77 N/A 29,918,275.86 149,591,379.39 39,214,356.87
13 2,308,210,816.08 2,250,470,332.65 57,740,483.43 43,849,019.93 N/A 21,924,509.96 109,622,549.83 35,815,973.47
14 2,513,802,466.59 2,463,728,945.05 50,073,521.54 47,972,531.01 N/A 23,986,265.50 119,931,327.53 26,087,256.04
15 2,894,131,586.73 2,818,571,495.70 75,560,091.03 54,736,538.80 N/A 27,368,269.40 136,841,347.00 48,191,821.63
16 1,753,539,090.12 1,713,612,055.95 39,927,034.17 31,756,473.48 N/A 15,878,236.76 79,391,183.73 24,048,797.41
17 1,750,392,489.96 1,709,500,858.03 40,891,631.93 32,006,773.38 N/A 16,003,386.68 80,016,933.40 24,888,245.25
18 $1,742,334,581.64 1,704,835,266.55 $37,499,315.09 31,696,187.25 N/A 15,848,093.62 79,240,468.13 21,651,221.47
19 $1,308,126,350.96 1,273,387,819.47 $34,738,531.49 22,829,340.06 N/A 11,414,670.05 57,073,350.18 23,323,861.44
$31,044,117,287.71 $30,052,176,246.41 $991,941,041.30 $594,961,613.77 $10,066,643.51 $251,266,130.59 $1,256,330,652.94 $731,725,924.71

* Upper Tolerance band of 4.5% for GCIM Year 1, 4% for Years 2 - 3, and 2% for Years 4 - 19.
** For Years 4-6, GCIM Gain/(Loss) subject to sharing is the Amount Under Benchmark less the 0.5% Lower Tolerance Band. For Years 7-19, the Gain/(Loss) subject to sharing
is the Amount Under Benchmark less the 1% Lower Tolerance Band, pursuant to D.02-06-023

Note: Benchmark and Actual Dollars are inclusive of all transportation costs for delivery of gas to SoCalGas' system.











GCIM Annual Reports/A1406009.pdf

Attachment A







Southern California Gas Company
Annual Report on the Gas Cost Incentive Mechanism

April 1, 2013 through March 31, 2014

I. Summary of Year 20 GCIM Results

This report summarizes the results of the Gas Acquisition Department’s activities on behalf of the
core procurement customers of Southern California Gas Company (SoCalGas) and San Diego Gas
and Electric (SDG&E)' under the Gas Cost Incentive Mechanism (GCIM) during the period April
1, 2013 through March 31, 2014 (Year 20). This report also requests a shareholder award under the
GCIM for Year 20. The award is based on the current GCIM set forth in SoCalGas’ GCIM

Preliminary Statement.

In GCIM Year 20, market volatility was somewhat muted during the injection season. However, an
extremely cold winter across most of the U.S. resulted in several weather-related price spikes which
influenced prices in several supply basins serving California. Under these market conditions,
SoCalGas’ and SDG&E’s core customers continued to receive reliable natural gas supplies at
below-market cost. These results were achieved with no curtailments of core service and in
compliance with all requirements and guidelines established by the California Public Utilities
Commission (CPUC). Table 1 below summarizes performance under the GCIM during the last 20
years, highlighting the fact that ratepayers have realized the benefit of gas purchases below the
GCIM benchmark (Benchmark) in nineteen of the past 20 years. Additionally, a GCIM Summary
for the past 20 years delineating the various GCIM components is included in Appendix A.

'D.07-12-019 authorized the consolidation of the core portfolio for SoCalGas and SDG&E into one single portfolio
managed by SoCalGas. This consolidation became effective on April 1, 2008.







TABLE 1

GCIM PERFORMANCE
YEAR ENDED MARCH 31
Year GCIM (B':)ertd':::;:c:zsme:s) Net Gas Cost Benchmark Gas Commodity Cost Comparison to Benchmark ($Millions)
Yoot | i | b | wiions) | (s | T Milons) | EE e | e | T
1995 1 0.76 277 $445 $1.61 $441 $1.59 ($1.1) $0.0 ($1.1)
1996 2 0.66 243 $322 $1.33 326 $1.35 $3.2 $3.2 $6.4
1997 3 0.66 243 $530 $2.18 550 $2.27 $10.6 $10.6 $21.2
1998 4 0.66 241 $542 $2.25 549 $2.28 $4.8 $2.0 $6.8
1999 5 0.75 275 $520 $1.89 538 $1.95 $10.4 $7.7 $18.1
2000 6 1.06 385 $902 $2.34 926 $2.40 $14.4 $9.8 $24.2
2001 7 1.09 398 $2,055 $5.16 2,279 $5.72 $192.8 $30.8 $223.6
2002 8 1.01 370 $1,159 $3.13 1,349 $3.64 $172.4 $17.4 $189.8
2003 9 1.03 376 $1,333 $3.55 1,373 $3.65 $32.7 $6.3 $39.0
2004 10 1.02 374 $1,730 $4.63 1,757 $4.70 $24.6 $2.4 $27.0
2005 11 1.03 375 $2,103 $5.61 2,134 $5.69 $28.9 $2.5 $31.4
2006 12 1.06 387 $2,923 $7.54 2,992 $7.72 $59.3 $9.8 $69.1
2007 13 1.02 372 $2,135 $5.74 2,192 $5.89 $48.8 $8.9 $57.7
2008 14 1.03 376 $2,349 $6.25 2,399 $6.38 $43.6 $6.5 $50.1
2009 15 1.15 418 $2,661 $6.36 2,737 $6.54 $63.6 $12.0 $75.6
2010 16 1.11 406 $1,548 $3.82 1,588 $3.91 $33.9 $6.0 $39.9
2011 17 1.11 406 $1,559 $3.84 1,600 $3.94 $34.7 $6.2 $40.9
2012 18 1.18 432 $1,547 $3.58 1,585 $3.67 $32.1 $5.4 $37.5
2013 19 1.06 387 $1,107 $2.86 1,141 $2.95 $28.9 $5.8 $34.7
" 2014 20 1.05 382 $1,485 $3.88 1,556 $4.07 $56.7 $13.7 $70.4
Total 0.975 7,123 | $28,955 $4.06 $30,013 $4.21 $895.3 $167.2 $1,062.4

* Years 1- 3 exclude benefits related to Storage Incentive Mechanism (“SIM”), which was eliminated in Year 4.
The SIM shareholder awards for Years 1, 2, 3 were $103,364, $67,645, and $171,106 respectively.

As indicated in Table 1, Gas Acquisition acquired gas at $70.4 million below the Benchmark in

Year 20. The Benchmark consists of a volume-weighted average of published indices for the

locations where Gas Acquisition buys gas for the core customers. Gas Acquisition’s average cost

was $3.88 per MMBtu, or $0.19 per MMBtu below the Benchmark price of $4.07 per MMBtu.

During GCIM Year 20, Gas Acquisition purchased a net 382 million MMBtus for its retail core

load. Gas Acquisition’s interstate capacity rights primarily on El Paso, Transwestern, and Kern

River pipeline systems enabled the core’s requirements to be met largely through basin purchases

rather than purchases at the California border/citygate.

I1. Description of Gas Procurement Activities








SoCalGas’ Gas Acquisition personnel have a high level of expertise in fundamental analysis, gas
trading, gas transportation, risk management, and back office operations. This expertise has
continually been developed over the past nineteen years of operation under the GCIM. As a result,
Gas Acquisition has been able to effectively manage gas procurement in the gas markets during
Year 20, ultimately lowering its gas costs. The GCIM encourages Gas Acquisition to proactively
lower gas costs and protect core customers from price volatility through physical and financial
trades, storage, and interstate pipeline capacity. As mentioned above, during the winter months,
especially February 2014, several price spikes occurred as a result of extremely cold weather across
the U.S. Gas Acquisition was able to sell excess supplies during these months to further lower gas

cost for core customers,

As in the previous 19 years of the GCIM, Year 20 results continue to show that the GCIM program
is successful in meeting its objectives originally established in D.90-07-065 and R.90-02-008:

e Improve the utility’s incentives to operate efficiently;

Reduce the burden of regulatory oversight, both for the regulators and the utility;
e Provide a more stable and predictable regulatory environment;
e Implement a system that is readily understandable;

e Fairly balance risk and reward for the utility, and provide positive as well as negative

incentives;

e Implement a regulatory structure that allows management to focus primarily on costs

and markets, rather than on CPUC proceedings; and
e Align the interests of utility shareholders with those of utility customers.

Over the past 20 years, the GCIM has increased the efficiency of regulation by reducing the burden
of regulatory oversight and providing a structure that enables SoCalGas to focus on securing

reliable, low-cost gas for its core customers.

Gas Acquisition’s procurement activities were conducted to achieve the primary objectives of
supply security and service reliability at a low cost. SoCalGas accomplished these objectives in

Year 20 by:







e Ensuring that firm long-term contracts, together with readily available monthly supplies
and core storage, were adequate to meet core requirements during the peak demand
season (November to March). In GCIM Year 20 SoCalGas maintained a gas supply
portfolio weighted toward long-term supply agreements (53.5%) and month-to-month
baseload agreements (46.7%). Daily transactions resulted in net gas sales, accounting

for -0.2% of the total portfolio.

e Reaching its minimum core-purchased inventory of 47 Bef on July 31, 2013,% and its
October 31 core physical storage inventory target of 83 Bef +0/-2 Bcf, in compliance
with D.06-10-029, D.07-12-019 and D.08-12-020.°  SoCalGas’ core-purchased
inventory on July 31, 2013 was 54.2 Bcf; its core physical inventory on October 31,
2013 was 81.5 Bef (which excluded 0.7 Bef of SMS park volumes, but included 2.2 Bef
of Core Aggregation Transportation (CAT) volumes).*

e Managing the use of the rights and assets assigned to the retail core including storage
inventory, injection and withdrawal rights, and flowing supply through the use of
Secondary Market Services (SMS). SMS transactions and fees are based on existing
market conditions and are completed on a non-discriminatory basis. SMS transactions
continued to contribute to the overall lower gas costs achieved by Gas Acquisition by

using assets not directly needed for reliability.

e Making physical and financial trades on behalf of core customers to reduce retail core

gas costs.

* D.06-10-029 adopted a joint recommendation of the Office of Ratepayer Advocates (ORA), The Utility Reform
Network (TURN) and SoCalGas, establishing a minimum core purchase inventory target on July 31, 2006. For
subsequent years, SoCalGas must obtain agreement from ORA and TURN for mid-season inventory target which must
be met unless otherwise agreed to by ORA and TURN. SoCalGas obtained agreement from ORA for a mid-season
minimum storage target of 47 Bef as of July 31, 2013, and filed Advice Letter 4493 to reflect this target in its GCIM
tariffs. TURN was unable to participate in the review process due to time constraints. Advice Letter 4493 was
approved by the Commission on July 2, 2013.

3 D.06-10-029 changed the core physical storage target as of October 31 from 70 Bef +5/-5 Bef to 70 Bef +5/-2 Bef.
Also, “if additional storage inventory is allocated to SoCalGas’ core beyond 70 Bcf, the core’s October 31 physical
inventory storage target will be increased by that amount”. D.07-12-019 approved storage capacity for the combined
core portfolio at 79 Bef. D.08-12-020 adopted the Settlement Agreement (SA) dated August 22, 2008, allocating 1 Bef
of the storage expansion capacity to the combined core’s storage inventory in each of the four years 2010-2013.
Therefore, the core storage capacity in Year 20 was increased to 83 Bef. SoCalGas filed Advice Letter 4499 on May
29, 2013 to update the core inventory capacity in its GCIM tariffs. D.08-12-020 also effectively eliminated the upper
tolerance of the core storage capacity by requiring that the “combined core customers of SDG&E/SoCalGas... balance
within the storage inventory capacity allocated to them under this SA.”

* Effective April 1, 2009, SoCalGas implemented the remaining provisions of D.07-12-019, subjecting the core to new
balancing requirements. No imbalance charges were incurred by the core during the reporting period.







e Utilizing Gas Acquisition’s interstate and Backbone Transmission Service (BTS)

capacity rights to provide portfolio diversification and lower the cost of gas.

e In summary, the GCIM provides an incentive for SoCalGas to efficiently use retail core’s
interstate pipeline and storage rights to deliver reliable, low-cost gas supplies to its retail
core customers. Reliability is achieved by constructing a portfolio of natural gas
supplies that is diversified by contract type, geographic region, and supplier. SoCalGas
uses tools available to a typical trading organization, including purchases, sales, loans,
parks, wheels, derivatives, and transportation contracts. These tools enhance SoCalGas’
ability to make economic use of core assets, when not directly needed for reliability, to

lower overall gas costs to its core customers.

Interstate Capacity

Pursuant to D.04-09-022 and Advice Letter 3969, SoCalGas filed Advice Letter 4402 on September
12, 2012, to update the capacity planning range for the combined portfolio of SoCalGas and
SDG&E for GCIM Year 20 and 21 based on the 2012 California Gas Report. The minimum firm
capacity required for the period April to October 2013 was established at 948.1 MDthd, while the
minimum required for November 2013 to March 2014 was 1,053.5 MDthd. Appendix C to this
report shows that SoCalGas’ capacity holding during each month of Year 20 met the minimum

capacity requirement for the combined portfolio.

Financial Derivatives and Winter Hedging

In compliance with D.10-01-023 issued on January 25, 2010, adopting an incentive framework to
motivate optimal use of natural gas hedging for California utilities, and modifying the treatment of
financial gains and losses for SoCalGas and SDG&E, in Year 20, SoCalGas continued to include
25% gains and losses and transaction costs from Gas Acquisition’s winter hedging activities in the
calculation of GCIM total actual costs. This year, SoCalGas’ winter hedge activities generated a

gain of $1.58 million, of which $0.4 was included in GCIM.

The ORA and TURN staffs were kept apprised of SoCalGas’ winter hedge positions via weekly

position reports and bi-weekly conference calls throughout the period.

III. GCIM Monitoring and Evaluation







Throughout the GCIM program, SoCalGas has worked closely with the ORA to establish an
efficient monitoring and timely reporting system to keep the ORA and Energy Division informed of
Gas Acquisition activities. Pursuant to the provisions of General Order 66-C and Section 583 of the
Public Utilities Code, SoCalGas provides a monthly report, 60 days after the end of each month, to
the ORA and Energy Division on a confidential basis. This report includes details of:

e All gas purchases and sale transactions
e All SMS transactions

e All financial transactions

e (Capacity Holding Report

e (Capacity Utilization Report

e (Calculations of the GCIM benefit

SoCalGas has also communicated frequently with the ORA and the Energy Division on all

important Gas Acquisition issues during GCIM Year 20, including its winter hedging activities.
IV.  Recommendations

SoCalGas concludes from its Year 20 results that the GCIM continues to be a successful program
that provides measurable benefits to SoCalGas’ core customers. During Year 20, each of the CPUC
established objectives for incentive regulation were met, in addition to SoCalGas’ primary
objectives of supply security and reliable service at low cost. SoCalGas therefore recommends that
the Commission approve a GCIM Year 20 shareholder award of $13,710,059 on an expedited and

ex parte basis.
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SOUTHERN CALIFORNIA GAS COMPANY

APPENDIX A
Summary of GCIM Results to Date

GCIM Benchmark Actual (Over)/Under Upper Tolerance Lower Tolerance Lower Tolerance Lower Tolerance Subject to
Year Dollars Dollars Benchmark Dollars * Dollars 0.5% Dollars 1.0% Dollars 5.0% Sharing**

1 $567,448,362.30 $568,566,019.81 §  (1,117,657.51) $17,089,630.26 N/A $ -
2 448,713,458.73 442,313,458.73 6,400,000.00 13,068,694.40 ©ONA 6,400,000.00
3 680,061,509.12 658,875,669.99 21,185,839.13 22,014,553.98 N/A 21,185,839.13
4 672,131,591.15 665,307,357.07 6,824,234.08 10,977,634.41 2,744,408.60 4,079,825.48
5 649,294,620.31 631,138,278.30 18,156,342.01 10,761,347.94 2,690,337.00 15,466,005.01
6 1,061,264,614.31 1,037,113,228.11 24,151,386.20 . 18,527,591.62 ‘ 4,631,897.91 19,519,488.29
7 2,411,105,910.49 2,187,533,957.27 223,571,953.22 " 45,580,915.01 N/A 22,790,457.52 113,952,287.60 200,781,495.70
8 1,480,091,362.36 1,290,296,697.89 189,794,664.47 26,979,669.81 N/A 13,489,834.90 67,449,174.52 176,304,829.57
9 1,506,037,786.25 1,467,033,460.42 39,004,325.83 27,458,163.89 N/A 13,729,081.94 68,645,408.70 25,275,243.89
10 1,892,688,525.92 1,865,659,815.59 27,028,710.33 35,140,805.34 N/A 17.570,402.67 87,852,013.34 9,458,307.66
1" 2,277,899,575.12 2,246,521,572.99 31,378,002.13 42,689,201.43 N/A 21,344645.73 106,723,228.59 10,033,356.40
12 3,126,842,589.57 3,057,709,956.84 69,132,632.73 59,836,551.77 N/A 29,918,275.86 149,591,379.39 39,214,356.87
13 2,308,210,816.08 2,250,470,332.65 57,740,483.43 43,849,019.93 N/A 21,924,500.96 109,622,549.83 35,815,973.47
14 2,513,802,466.59 2,463,728,945.05 50,073,521.54 47,972,531.01 N/A 23,986,265.50 119,931,327.53 26,087,256.04
15 2,894,131,586.73 2,818,571,495.70 75,560,091.03 54,736,538.80 N/A 27,368,269.40 136,841,347.00 48,191,821.63
16 1,753,5639,090.12 1,713,612,055.95 . 39,927,034.17 31,756,473.48 N/A 15,878,236.76 79,391,183.73 24,048,797 41
17 1,750,392,489.96 1,709,500,858.03 40,891,631.93 32,006,773.38 N/A 16,003,386.68 80,016,933.40 24,888,245.25
18 $1,742,334,581.64 1,704,835,266.55 $37,499,315.09 31,696,187.26 N/A 15,848,093.62 79,240,468.13 21,651,221.47
19 $1,308,126,350.96 1,273,387,819.47 $34,738,631.49 22,829,340.06 ' N/A 11,414,670.05 57,073,350.18 23,323,861.44
20 $1,737,216,795.01 1,666,818,834.18 $70,397,960.83 31,115,452.65 N/A 15,56567,726.33 77,788,631.63 $54,840,234.50
$32,781,334,082.72  $31,718,995,080.59  $1,062,339,002.13 $626,077,066.42 $10,066,643.51 $266,823,856.92 $1,334,119,284.57 $786,566,159.21

* Upper Tolerance band of 4.5% for GCIM Year 1, 4% for Years 2 - 3, and 2% for Years 4 - 20.
** For Years 4-8, GCIM Gain/(Loss) subject to sharing is the Amount Under Benchmark less the 0.5% Lower Tolerance Band. For Years 7-20, the Gain/(Loss) subject to sharing
is the Amount Under Benchmark less the 1% Lower Tolerance Band, pursuant to D.02-06-023

Note: Benchmark and Actual Dollars are inclusive of all transportation costs for delivery of gas to SoCalGas' system.
















