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Subject:  Follow Up Battery Costs
Background:  This is a follow-up to DRA Data Request 15 on module battery warranties.  

Request 1:
Q 2 of DR 15 attached 3 proposed battery contracts.  All had charges for warranties beyond 5 years.  Does SCG anticipate buying warranty extensions beyond 5 years?  If so, for how long and at what unit price?

SoCalGas Response 1:
SoCalGas has not determined if it will purchase gas AMI meter module warranty extensions beyond the first 5 years.
Response Prepared by:  Mark L. Serrano
Request 2:
The warranties proposed in DR 15 Q. 2 also discussed annual service contracts.  Does SCG anticipate purchasing an annual service contract?  If so, at what annual price?

SoCalGas Response 2:

SoCalGas has not determined if it will purchase annual service contracts.
Response Prepared by:  Mark L. Serrano
Request 3:
Does the SCG Application include the costs for either service contracts or warranty extensions, as discussed in questions 1 and 2 above?  If so, where in the Workpapers and testimony are they discussed?  And during what years are these costs paid?

SoCalGas Response 3:

No, the SoCalGas Application does not include the costs for either service contracts or warranty extensions beyond the first 5 years.
Response Prepared by:  Mark L. Serrano
Request 4:
If SCG is not planning on purchasing a service contract or warranty extension out to 20 years, how are battery replacements expenses being met and where, if anywhere, are these expenses covered in SCG’s testimony and Workpapers?  During what years are these costs paid?

SoCalGas Response 4:

SoCalGas has not determined if it will purchase a service contract or gas AMI meter module warranty extensions beyond the first 5 years.  SoCalGas anticipates that if the batteries in a gas AMI meter module fail, the entire module will be replaced.  
In its AMI Application, SoCalGas included costs for replacing gas AMI meter modules that might fail.  SoCalGas applied an annual gas AMI meter module failure rate of 0.50% for years 2 through 16 after installation, a failure rate of 0.75% in years 17 and 18 after installation and a failure rate of 1.00% in years 19 and 20 after installation.

The costs and the years paid that SoCalGas included for gas AMI meter module replacements due to failure are found in the electronic 10-24-2008 Workpapers.  Refer to folder Chapter III, workbook Financial Template Deploy Full 6[1].1.xls, worksheet Financial Template, reference lines 17 and 18 and worksheet Refs 15-18, 23-26 Mods & Installs, Excel rows 30-33.  Also in folder Chapter III, see workbook Financial Template CSF FULL 6[1].1.xls, worksheet Cost Summary, Excel rows 80-88 and worksheet MTR Failure.
Response Prepared by:  Mark L. Serrano, Kerry Johnson
Request 5:
If any applicable service contracts or warranties do not fully cover battery replacements, please provide SCG’s estimate of the expected number of AMI module battery replacements during the post-deployment period.

SoCalGas Response 5:

SoCalGas has not determined if it will purchase a service contract or gas AMI meter module warranty extensions beyond the first 5 years.  SoCalGas anticipates that if the batteries in a gas AMI meter module fail, the entire module will be replaced.  

In its AMI Application, SoCalGas included costs for replacing gas AMI meter modules that might fail.  SoCalGas applied an annual gas AMI meter module failure rate of 0.50% for years 2 through 16 after installation, a failure rate of 0.75% in years 17 and 18 after installation and a failure rate of 1.00% in years 19 and 20 after installation.

SoCalGas’ estimate of the expected number of AMI module replacements due to failure during the 2016 through 2034 post-deployment period totals 642,811.  Please refer to electronic 10-24-2008 Workpapers, folder Chapter II, workbook Global Assumption-2008 February-6 MM Meters.xls, worksheet Meter Counts-FULL, Excel row 317.
Response Prepared by:  Mark L. Serrano, Kerry Johnson
Request 6:
If SCG has no estimate of the expected number of gas AMI module battery replacements during the post-deployment period, would it be reasonable to assume that at least 1% of SCG’s 6 million customers would require a battery replacement during the post-deployment period?   If not, why not?

SoCalGas Response 6:

SoCalGas anticipates that if the batteries in a gas AMI meter module fail, the entire module will be replaced.  In its AMI Application, SoCalGas included costs for replacing gas AMI meter modules that might fail.  SoCalGas applied an annual gas AMI meter module failure rate of 0.50% for years 2 through 16 after installation, a failure rate of 0.75% in years 17 and 18 after installation and a failure rate of 1.00% in years 19 and 20 after installation.

In the SoCalGas analysis the cumulative gas AMI meter module failure rate is approximately 11.5% (0.5% for 16 years + 0.75% for 2 years + 1.0% for 2 years) over the 20-year post-deployment period.  SoCalGas does not know if 8.7% (1.0% divided by 11.5%) of the gas AMI meter module failures would be due to battery failures.  SoCalGas does not plan to replace gas AMI meter module batteries; if the batteries fail SoCalGas plans to replace the entire gas AMI meter module.    

Response Prepared by:  Mark L. Serrano
Request 7:
Please provide SCG’s estimate of the labor and material cost per battery replacement in 2016, together with factors for escalating these costs to later years.

SoCalGas Response 7:
The following table contains the estimated cost per module replacement in year 2016.  Also attached below is a file that includes the factors for escalating these costs to later years.  
[image: image1.wmf]Description

Costs

Modules

$1,762

Labor

$882

Other Non-labor

$179

Total Costs

$2,823

2016 Module Failures

30,237

Cost Per Module Failure

$93.37

Year 2016 Cost Per Module Replacement

Undiscounted in $000's


Please see workpaper references provided in response to question 8 below for support of these costs.  Refer to electronic 10-24-2008 Workpapers, folder Chapter II, workbook Global Assumption-2008 February-6 MM Meters.xls, worksheet Meter Counts-FULL, Excel row 317 for the count of module failures.
Escalation rates –
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Response Prepared by:  Kerry Johnson
Request 8:
Table II-3 shows a total of $854.5 million of costs (undiscounted cash flow) for the post-deployment period.   How much of those costs are for battery replacement?

SoCalGas Response 8:

The following table provides a breakdown of the undiscounted costs associated with post-deployment period replacement of failed modules and applicable workpaper references. 
[image: image3.wmf]Description

Costs

Workpaper Reference *

Modules

$37,461

Name-Kerry Johnson; Refs 17-18; Group-CS Other

Labor

$24,645

Name-Jose Pech; Refs 13-14; Group-CSF

Other Non-labor

$5,071

Name-Jose Pech; Refs 24, 29; Group-CSF**

Total

$67,177

*Refer to electronic 10-24-2008 - Workpapers; Chapter II; workbook SCG_AMI-Rollup-FULL 6[1].xls; worksheet Taxed

** The total costs found in refs 24 & 29 are partially related to module failures.  Only those costs associated with module failures 

are included in this table.  

Module Failure Costs

Post-Deployment Period Years 2016 - 2034

In Undiscounted $000s


Response Prepared by:  Kerry Johnson
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_1296568955.xls
SCG AMI Escalation Factors

				SOCALGAS AMI A.08-09-023

				DRA DR-024

				QUESTION 7 ATTACHMENT - ESCALATION FACTORS

				Must be sorted by Lookup-Ascending		2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021		2022		2023		2024		2025		2026		2027		2028		2029		2030		2031		2032		2033		2034		2035

				Lookup		2		3		4		5		6		7		8		9		10		11		12		13		14		15		16		17		18		19		20		21		22		23		24		25		26		27		28		29		30

				- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

				Capital		- 0		1.000		1.028		1.068		1.094		1.118		1.141		1.162		1.184		1.208		1.234		1.261		1.288		1.314		1.342		1.369		1.397		1.426		1.455		1.485		1.515		1.546		1.577		1.608		1.639		1.671		1.703		1.736		1.770

				Labor		- 0		1.000		1.024		1.051		1.077		1.105		1.133		1.161		1.189		1.218		1.248		1.279		1.311		1.344		1.377		1.412		1.447		1.482		1.519		1.556		1.595		1.635		1.676		1.719		1.763		1.809		1.856		1.904		1.954

				Non-Escalating		- 0		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000		1.000

				Non-Labor		- 0		1.000		1.026		1.052		1.076		1.100		1.127		1.155		1.184		1.213		1.243		1.275		1.308		1.341		1.376		1.411		1.447		1.484		1.522		1.562		1.603		1.646		1.690		1.735		1.783		1.833		1.884		1.937		1.991

				NOTE:  Modules are treated as a non-escalating expense
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