SAN DIEGO GAS AND ELECTRIC COMPANY

SOUTHERN CALIFORNIA GAS COMPANY

2009 BIENNIAL COST ALLOCATION PROCEEDING (A.08-02-001)

DATA REQUEST SCGC-03

QUESTION 3.1:
With respect to Watson’s statement at page 4 of the Direct Testimony of Steven Watson (“Watson Direct”):  “Noncore customers do not frequently use more than a five percent monthly tolerance…”
3.1.1  Please provide the number of customers that have exceeded a five percent monthly tolerance for each month of the years 2005-2007.
3.1.2  For each customer identified in the response to Q.3.1.1, please provide the percent monthly tolerance that the customer actually imposed on the system and indicated whether the customer’s deliveries were over or under its actual burn for the month in question.
RESPONSE 3.1:
3.1.1. The quoted testimony refers to the noncore class, not individual noncore customers.  As a class, noncore customers stayed within 5% of monthly tolerances, +/- 2.65 Bcf, 86% of the months over the last 8 years, as shown in the attached spreadsheet.
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SoCalGas cannot answer this question precisely on an individual customer basis since it does not flag customers who exceed 5 percent monthly tolerances; it only flags customers who exceed 10% monthly tolerances.  The answer to the individual noncore customer question on a ten percent monthly basis, however, is provided below.  Since customers adapt their behavior to the balancing rules in place, we would expect the numbers below to be indicative of behavior if 5% monthly rules were to be put in-place.  Monthly imbalance trading makes it relatively easy to stay within a 10 percent, 5 percent, or lower tolerance bands.  Most monthly imbalance charges are simply the result of scheduling and trading mistakes that customers occasionally make.
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3.1.2
See 3.1.1

QUESTION 3.2:
With respect to Watson’s statement at page 4 of Watson Direct:  “…therefore, it makes sense to reduce noncore customer rates by not allocating balancing assets to them that they do not use.”
3.2.1 What portion of the noncore customer rate is associated with balancing services?
3.2.2 Please provide workpapers to the calculation or citation to workpapers of any individual witness in this proceeding.
RESPONSE 3.2:

3.2.1 1.32 cents/dth

3.2.2 $7,756,000 load balancing including fuel allocated to noncore (p28 of Lenart Workpapers) ÷ 5,586,366 Mth noncore throughput (p.46 of Lenart Workpapers)

QUESTION 3.3:

With respect to Watson’s statement at page 4 of Watson Direct:  “A five percent tolerance requires 4-5 Bcf less inventory for monthly balancing that can then be allocated to the unbundled storage function.”  
3.3.1 Does the witness contemplate all noncore customers, all customers, or some other set of customers (please specify) being included in his statement?
3.3.2 Please provide a detailed calculation that demonstrates how a reduction in monthly balancing tolerance from ten percent to five percent would reduce the required inventory for monthly balancing by 4-5 Bcf.

RESPONSE 3.3:
3.3.1 The next sentence in the quoted testimony on page 4 states:  “Therefore, allocating 4-5 Bcf less inventory for monthly balancing will reduce transportation rates for ALL customers.”  All customers are subject to the same balancing rules; therefore, all customers would pay balancing costs.
3.3.2 If 4.2 Bcf is the appropriate amount of inventory space to provide 5% balancing (Table 6), then 8.4 Bcf is the appropriate amount of inventory space to provide 10% balancing.  The difference is 4.2 Bcf or 4-5 Bcf.
QUESTION 3.4:
With respect to Watson’s statement at page 5 of Watson Direct:  “Yet, a 3 Bcf allocation would have been sufficient to accommodate noncore month-end transportation imbalances over the critical October/November period in six of the last eight years.”
3.4.1 Please provide a list of the transportation imbalances by customer with the customer ID masked for the months of October and November for the last eight years, i.e., 2000-2007.
3.4.2 Please provide a calculation that demonstrates how 3 Bcf of inventory would have been capable of meeting imbalance requirements for six out of the eight years in question.
3.4.3 Please provide workpapers to the response to Q.3.4.2 that demonstrate what assumptions are made including “the use of monthly imbalance trading by customers to balance their monthly loads” as referred to in footnote 8 of page 5 of Watson Direct.
3.4.4 Please provide a calculation that demonstrates how much inventory was actually required to meet imbalance requirements for the two out of the eight years that were not included in the response to Q.3.4.2.
3.4.5 Please provide workpapers to the response to Q.3.4.4 that demonstrate what assumptions are made including “the use of monthly imbalance trading by customers to balance their monthly loads” as referred to in footnote 8 of page 5 of Watson Direct.
RESPONSE 3.4:

Response 3.4.1.    Mr. Watson bases his claims using aggregate noncore behavior presented in 3.4.2.  Individual customer data (or contracted marketer) underlying 3.4.2 will be copied and sent in PDF form by April 8th.
Response 3.4.2 - For the Oct/Nov period for 6 of the past 8 years, just 2.9 Bcf would have proved adequate to meet the monthly cumulative imbalances of noncore customers.
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3.4.3 The billing data above takes into account monthly imbalance trading among customers for the prior month.

3.4.4 See November 2002 and October 2004 in 3.4.2

3.4.5 See 3.4.3.

QUESTION 3.5:
With respect to Watson’s discussion of proposed changes to Rule 30 at pages 5-6 of Watson Direct

3.5.1 Please provide a redlined copy of Rule 30 that reflects all of SoCalGas’ proposed changes to that rule including the aforementioned changes to the OFO and winter balancing rules.

RESPONSE 3.5:

SoCalGas objects to this question.  As was made clear in A.06-08-026 (the Omnibus proceeding), intervenors do not consider the hearing process to be the proper venue for tariff changes.  Quoting Mr. Pedersen from May 15, 2007 of the hearings (page 646):
“I do not believe, I don’t think the commission’s view is that the hearing process is conducive to wordsmithing tariff language.  

We’ve been cross-examining on the … basis of the testimony; we haven’t gotten down to the level of redlining and’s and not’s out of tariff sheets.  

Certainly in my view, Mr. Leslie is absolutely correct: if we’re supposed to be going through these tariff sheets word by word, wordsmithing, we need a longer hearing.”

QUESTION 3.6:
With respect to Watson’s statement at page 6 of Watson Direct:  “Whenever transportation imbalances are negative, storage customers’ (core and/or noncore) inventory is being confiscated through that imbalance.”
3.6.1 What portion of months has all transportation imbalances being exclusively negative?

3.6.2 What portion of months has all transportation imbalances being exclusively positive?

3.6.3 What portion of months has all transportation imbalances being a mixture of positive and negative so as the imbalances or a substantial fraction of the imbalances cancel out?

3.6.4 If 5.2 Bcf is reserved for system balancing, even if all transportation imbalances are negative during a month, how is storage customers’ inventory being confiscated?  

3.6.5 Please provide a detailed calculation based on actual monthly data to support the answer to Q.3.6.4.

RESPONSE 3.6:

3.6.1 About 1/3, 31 out of 96 months have had a net negative imbalance.
3.6.2 About 2/3, 65 out of 96 months have had a net positive imbalance.
3.6.3 The net position data above takes into account countervailing customer positions.  On net, customer balances are either positive or negative, as answered in 3.6.1 and 3.6.2
3.6.4 The correct number is 5.3 BCF, not 5.2 BCF.  The 5.3 Bcf figure is inventory space reserved for noncore transportation customers who overnominate by 10% on a monthly basis.  If, however, transportation customers are undernominated (have delivered less supply than their burn) by several Bcf, then they have essentially borrowed storage customers’, both core and noncore, inventory.
3.6.5 For example, if noncore TBS storage accounts = 20 Bcf, core storage accounts = 30 Bcf, and noncore transporters have underdelivered by 2 Bcf, then total storage inventory is 48 Bcf.  2 Bcf of core/noncore storage inventory has been confiscated by the transporter’s negative monthly imbalance positions.
QUESTION 3.7:
What is the basis for the 1 Bcf tolerance proposed in Mr. Watson’s testimony at page 6 regarding the high OFO and low OFO?
RESPONSE 3.7:

1 Bcf is 25% of 4.2 Bcf; it appears to be a reasonable tolerance level. A strong argument can be made, however, that no tolerance level should be allowed, since balancing customers would only pay for 4.2 Bcf of positive inventory space and since there is no such thing a negative inventory space.

QUESTION 3.8:
With respect to Watson’s statement at page 7 of Watson Direct:  “The 4.2 Bcf inventory recommendation for the balancing service represents 5% of average peak October/November sendout (2000-2007) of 82.8 Bcf.  (See Table 4)”

3.8.1 Given that load balancing inventory is intended to provide sufficient resources to allow for 10% monthly balancing intolerances, what is the relevance between the appropriate size of balancing inventory and the size of the average October/November sendout for (2000-2007)?

3.8.2 Please provide a calculation based upon specific evidence from historic monthly balancing intolerances to prove any claim that you make about such a relationship.

RESPONSE 3.8:

The table below shows the maximum inventory by month.  It is clear that October and November are the two peak inventory months.  In order to minimize balancing customer costs, it is only necessary to ensure that inventories are sufficient to accommodate 5/10% balancing in those months.  Small amounts of unused storage inventory space can be used by balancing customers in the other months.
MMcf
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QUESTION 3.9:
With respect to Watson’s statement at page 7 of Watson Direct:  “The 200 MMcfd injection recommendation represents the maximum injection that SoCalGas has observed being used for balancing when the 110% summer OFO days were called. / (See Chart 1)”  
3.9.1  Does Chart 1 represent both low and high OFO days?

3.9.2  What is represented by the x-axis (MMcfd) in Chart 1?

3.9.3  Is injection depicted as positive or negative on the x-axis?

3.9.4  What is depicted by the percentages shown on the right hand y-axis?

3.9.5  Please provide the data underlying Chart 1.

3.9.6  Please provide the same data as provided in the response to Q.3.9.5 for the years 2000-2003.

3.9.7  If data is not immediately available for years 2000-2004, please provide the same type of underlying operating data that was used to develop the data provided in the response to Q.3.9.5.
RESPONSE 3.9:

3.9.1  Chart 1 represents high OFO days only.

3.9.2  The x-axis represents the magnitude Injections (positive) or Withdrawals (negative) related to customer's daily balancing requirements during OFO days.  The chart represents a histogram of the number of times balancing assets reached certain magnitudes over the course of the OFO study period (120 days over 4 years).   As an example, the number 20 is located above the middle bar of chart above the X-axis of (0-50 MMcfd).  This indicates that of 120 days studied the magnitude of balancing assets required to meet the system balancing requirement was between 0 and 50 MMcfd on 20 separate occasions.

3.9.3  Positive.

3.9.4  The right hand y-axis depicts the cumulative % of OFO events that fall below each magnitude range (cumulative from right to left).  Using the previous example for reference, the center bar with the number 20 above, shows a cumulative % of 76 above it.   That would mean that 76% of the 120 OFO days studied used less 50 MMcfd of injection.  
3.9.5  
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3.9.6  Daily firm storage injection data for noncore customers is not available for the pre-2004 period.  In late 2003 customers were migrated from GasSelect to Envoy, which allows this data to be easily collected.

3.9.7  . Attached is the total system injection for each of the OFO day's from 2000-03 (April to Oct)  Without the firm storage transactions on those days, however, it is not possible to derive how much injection was used in the balancing function.

[image: image6.wmf]A.08-02-001 SCGC 

DR 3.9.7(OFO ...

  

QUESTION 3.10:
With respect to Watson’s statement at page 7 of Watson Direct:  “The 340 MMcfd of withdrawal recommendation represents 8% of the average peak day observed over the last five years, or 4.23 Bcf  (See Table 5) and over 10% of average daily winter demand.  Our analysis shows that customers, in aggregate, do not use more than 8 percent of their 10 percent tolerance on high OFO days.  We assume the same will be true on low OFO days.”

3.10.1 Please provide a detailed explanation as to the relationship between the likely withdrawal associated with a low OFO day and the size of the average peak day.

3.10.2 Please provide a detailed explanation as to the relationship between the likely withdrawal associated with a low OFO day and the amount of average daily winter demand.

3.10.3 Please provide a detailed calculation demonstrating that customers in aggregate do not use more than 8 percent of their 10 percent tolerance on high OFO days.

3.10.4 Please provide all of the workpapers including the underlying data used in preparing the response to 3.10.3.

RESPONSE 3.10:

3.10.1 If the daily tolerance on a low OFO day is 10%, then total withdrawal used for balancing will be less than 10% of the peak day’s demand.
3.10.2 If the daily tolerance on a low OFO day is 10%, then total withdrawal used for balancing will be less than 10% of a typical winter day’s demand.

3.10.3 High OFO’s have historically only occurred with sendout of 2500 MMcfd, or less.  The 200 MMcfd maximum injection shown on the chart represents 8% of this maximum sendout number.
3.10.4 See 3.9.5
QUESTION 3.11:
With respect to Watson’s statement at page 10 of Watson Direct:  “The price caps would escalate as set forth in the rates section of the G‑TBS tariff submitted in the Omnibus Application.”
3.11.1 Is it the witness’ opinion that the Commission approved the proposed escalation mechanism for storage price caps in D07-12-019 or other order in A.06-08-026?
3.11.2 Is it the witness’ proposal that the Commission adopts such an escalation mechanism for storage price caps in this BCAP?
RESPONSE 3.11:

3.11.1 No, the Commission deferred consideration of that issue to this BCAP.
3.11.2 Yes.
QUESTION 3.12:
With respect to Watson’s statement at pages 10-11 of Watson Direct:  “SoCalGas will ask for an unbundled in-kind fuel charge that would be assessed all shippers on its backbone transmission system once cost-based, unbundled backbone charges are established—presumably by the next BCAP period.  Based on 2007 data, 2.4 Bcf of gas was used in the transmission compressors.”

3.12.1 Based on the 2007 data, what level of in-kind fuel charge would SoCalGas expect to propose?

RESPONSE 3.12:

SoCalGas is not proposing an in-kind fuel charge for transmission in this BCAP.
QUESTION 3.13:
With respect to Watson’s statements at pages 11-12 of Watson Direct:  “Therefore, I recommend that core and unbundled storage injections be assessed a 2.50% in-kind charge throughout the storage year….This percentage factor would be slightly adjusted at the beginning of every storage year based on data from the prior storage year….The balancing function would initially be assessed fuel charges based on 354 MMcf of fuel (2.5% of 14173) times the core WACOG…. In future years, however, the balancing fuel charge would be adjusted with the October 15th Regulatory Accounts updates to collect any over‑ or under‑collections of balancing fuel costs in that year.  The System Operator would be responsible for managing these balancing fuel imbalances.”
3.13.1 Is the witness recommending that the load balancing function be assessed an in-kind charge or a rate to recover these fuel charges?
3.13.2 If the former is recommended, how would the in-kind fuel charge be imposed?
3.13.3 If the latter is recommended, how would the “fuel rate” be calculated?
3.13.4  How would a “fuel rate” be updated in the October 15th update filing?

3.13.5  Please describe in detail what the System Operator would do to manage the balancing fuel imbalances.

RESPONSE 3.13:

3.13.1 A rate.
3.13.2 See 1.13.1
3.13.3 The same in-kind charge assessed other storage customers would be multiplied by the volumes of injection used for the balancing function.  These volumes, in turn, are equal to total injections minus storage nominations to injection.  The core WACOG cost would be applied to these volumes to create a rate.
3.13.4 To the extent actual injection fuel for balancing is exceeding the amounts incorporated into rates then the Operator will buy small additional volumes of gas and seek recovery of the costs in the Oct 15th regulatory account update.  To the extent actual injection fuel for balancing is less than the amounts incorporated into rates then the Operator will sell small additional volumes of gas and credit the resulting savings into the Oct 15th regulatory account update.  The volumes being discussed each year would be only a small fraction of a Bcf.
QUESTION 3.14:
With respect to Watson’s statement at page 12 of Watson Direct:  “This “equivalent gas compressor fuel volume” should be added to actual gas compressor fuel to develop both the annually-adjusted in-kind storage fuel factor.  SoCalGas’ operator will sell this “equivalent gas” volume in the marketplace in order to pay for the electricity costs of the electric compressors in the storage fields.”
3.1.1. 3.14.1  Does the witness contemplate the System Operator actually selling gas in the market to raise the moneys to pay for the electricity bill at Sylmar?
RESPONSE 3.14:

The quote above refers to potential future electric storage compressors and their incorporation into the storage in-kind fuel approach described.  Sylmar is an electric compressor serving the transmission system.  SoCalGas is not proposing an in-kind fuel charge for transmission in this BCAP, rather it would include the electricity bill from Sylmar operation into the accounts that include overall gas compression fuel used for the transmission system.
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Summary NC Imb 00-07 (5%)

				Total NC/CTA Cumulative Imbalance		Net Storage Position (Park/Loan)				Greater than

				(Dth)		(Bcf)				2.65				Bcf?

		Jan-00		574,357		0.56		0.56		0		0

		Feb-00		(1,100,871)		(1.07)		1.07		0		0

		Mar-00		(1,937,642)		(1.88)		1.88		0		0

		Apr-00		(520,598)		(0.51)		0.51		0		0

		May-00		358,986		0.35		0.35		0		0

		Jun-00		2,339,283		2.27		2.27		0		0

		Jul-00		2,500,462		2.43		2.43		0		0

		Aug-00		(860,076)		(0.84)		0.84		0		0

		Sep-00		1,832,050		1.78		1.78		0		0

		Oct-00		153,740		0.15		0.15		0		0

		Nov-00		(4,240,653)		(4.12)		4.12		1		0

		Dec-00		(624,646)		(0.61)		0.61		0		0

		Jan-01		(1,037,777)		(1.01)		1.01		0		0

		Feb-01		278,764		0.27		0.27		0		0

		Mar-01		1,278,643		1.24		1.24		0		0

		Apr-01		949,343		0.92		0.92		0		0

		May-01		3,067,074		2.98		2.98		1		0.3

		Jun-01		1,436,934		1.40		1.40		0		0

		Jul-01		(1,025,092)		(1.00)		1.00		0		0

		Aug-01		27,267		0.03		0.03		0		0

		Sep-01		(492,813)		(0.48)		0.48		0		0

		Oct-01		106,873		0.10		0.10		0		0

		Nov-01		281,614		0.27		0.27		0		0

		Dec-01		796,071		0.77		0.77		0		0

		Jan-02		(1,327,790)		(1.29)		1.29		0		0

		Feb-02		(1,396,677)		(1.36)		1.36		0		0

		Mar-02		(3,332,546)		(3.24)		3.24		1		0

		Apr-02		77,466		0.08		0.08		0		0

		May-02		(452,338)		(0.44)		0.44		0		0

		Jun-02		(2,273,148)		(2.21)		2.21		0		0

		Jul-02		(1,652,201)		(1.60)		1.60		0		0

		Aug-02		(1,023,746)		(0.99)		0.99		0		0

		Sep-02		(1,351,469)		(1.31)		1.31		0		0

		Oct-02		1,603,799		1.56		1.56		0		0

		Nov-02		5,112,501		4.96		4.96		1		2.3

		Dec-02		(150,584)		(0.15)		0.15		0		0

		Jan-03		1,774,375		1.72		1.72		0		0

		Feb-03		(1,178,630)		(1.14)		1.14		0		0

		Mar-03		(275,142)		(0.27)		0.27		0		0

		Apr-03		1,443,356		1.40		1.40		0		0

		May-03		3,450,695		3.35		3.35		1		0.7

		Jun-03		1,852,726		1.80		1.80		0		0

		Jul-03		(380,734)		(0.37)		0.37		0		0

		Aug-03		(913,186)		(0.89)		0.89		0		0

		Sep-03		(2,041,686)		(1.98)		1.98		0		0

		Oct-03		2,572,533		2.50		2.50		0		0

		Nov-03		2,755,913		2.60		2.60		0		0

		Dec-03		4,046,420		3.93		3.93		1		1.3

		Jan-04		1,527,164		1.48		1.48		0		0

		Feb-04		2,150,076		2.09		2.09		0		0

		Mar-04		(368,353)		(0.36)		0.36		0		0

		Apr-04		2,003,417		1.95		1.95		0		0

		May-04		1,990,964		1.93		1.93		0		0

		Jun-04		3,170,629		3.08		3.08		1		0.4

		Jul-04		799,429		0.78		0.78		0		0

		Aug-04		1,453,778		1.41		1.41		0		0

		Sep-04		245,754		0.24		0.24		0		0

		Oct-04		5,063,972		4.92		4.92		1		2.3

		Nov-04		(591,400)		(0.57)		0.57		0		0

		Dec-04		1,347,062		1.31		1.31		0		0

		Jan-05		2,367,821		2.30		2.30		0		0

		Feb-05		488,468		0.47		0.47		0		0

		Mar-05		(556,073)		(0.54)		0.54		0		0

		Apr-05		627,719		0.61		0.61		0		0

		May-05		976,407		0.95		0.95		0		0

		Jun-05		(30,083)		(0.03)		0.03		0		0

		Jul-05		12,017		0.01		0.01		0		0

		Aug-05		497,147		0.48		0.48		0		0

		Sep-05		1,733,175		1.68		1.68		0		0

		Oct-05		2,943,958		2.86		2.86		1		0.2

		Nov-05		569,256		0.55		0.55		0		0

		Dec-05		1,157,165		1.12		1.12		0		0

		Jan-06		2,840,294		2.76		2.76		1		0.1

		Feb-06		1,422,807		1.38		1.38		0		0

		Mar-06		343,487		0.33		0.33		0		0

		Apr-06		210,483		0.20		0.20		0		0

		May-06		(1,599,945)		(1.55)		1.55		0		0

		Jun-06		(423,219)		(0.41)		0.41		0		0

		Jul-06		936,769		0.91		0.91		0		0

		Aug-06		758,465		0.74		0.74		0		0

		Sep-06		1,014,195		0.98		0.98		0		0

		Oct-06		2,896,365		2.81		2.81		1		0.2

		Nov-06		2,992,047		2.90		2.90		1		0.3

		Dec-06		692,966		0.67		0.67		0		0

		Jan-07		658,114		0.64		0.64		0		0

		Feb-07		(1,315,439)		(1.28)		1.28		0		0

		Mar-07		(3,064,937)		(2.98)		2.98		1		0

		Apr-07		(1,442,684)		(1.40)		1.40		0		0

		May-07		589,434		0.57		0.57		0		0

		Jun-07		1,142,275		1.11		1.11		0		0

		Jul-07		1,345,069		1.31		1.31		0		0

		Aug-07		(406,977)		(0.40)		0.40		0		0

		Sep-07		1,560,790		1.52		1.52		0		0

		Oct-07		(691,498)		(0.67)		0.67		0		0

		Nov-07		(45,244)		(0.04)		0.04		0		0

		Dec-07		707,048		0.69		0.69		0		0
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*Source: Monthly Imbalance Rpt: X0135018 & CTA Billing


_1268060363.unknown

