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Joint TURN/UCAN Data Request to SCG and SDG&E

Data Request Number: TURN-SCG-48
(Net Operating Loss)
Date Sent: November 18, 2011
Date Due: December 2, 2011

Please provide the name of the witness/responder. 

For any questions requesting numerical recorded data, please provide all responses in working excel spreadsheet format if so available.

For any question requesting documents, please interpret the term broadly to include any and all hard copy or electronic documents or records in SCG’s possession.

For SoCalGas:

1. Regarding taxable income for SoCalGas additional to base rates given in results of operations:

a. Please confirm that the Net Operating Loss Calculations in Mr. Rose’s revised workpapers SCG-28 pages RGR-WP-23 to 25 do not include other sources of taxable income that come from utility operations outside of base rates for SoCalGas (e.g., Gas Cost Incentive Mechanism, energy efficiency incentives, sharing of gain on sale, oil production, other non-tariffed products and services, return on capital spending funded in smart meter and other balancing accounts, etc.).  
b. Do the Net Operating Loss Calculations in Mr. Rose’s revised workpapers SCG-28 page RGR-WP-26 for recorded year 2009 include other sources of taxable income that come from utility operations outside of base rates for SoCalGas (e.g., Gas Cost Incentive Mechanism, energy efficiency incentives, sharing of gain on sale, oil production, other non-tariffed products and services, return on capital spending funded in smart meter and other balancing accounts, etc.)?

c. If part (a) is confirmed, because the calculations in Mr. Rose’s workpapers do not include these other utility taxable items, please confirm that excess accelerated depreciation, denoted as Net Operating Loss in Mr. Rose’s workpapers, in reality would first be used to offset current federal income taxes owed by SoCalGas on other sources of utility taxable income not included in base rates before being carried back or forward.

d. Please identify each source of taxable income that SoCalGas has within the utility aside from base rates given in results of operations (e.g., Gas Cost Incentive Mechanism, energy efficiency incentives, sharing of gain on sale, oil production, other non-tariffed products and services, return on capital spending funded in smart meter and other balancing accounts, etc.).  

e. For each source of earnings identified, identify the amount earned in each of 2007-2010 recorded (gross and federal income tax liability associated with each source), identify any amounts where applications (energy efficiency incentives) or other CPUC filings (e.g., GCIM 17) effective in 2011-2012 either have been approved or are currently pending, and identify any amounts projected to be earned in the ordinary course of business in 2012 beyond currently pending applications.  Provide gross earnings and federal income tax liability associated with gross earnings for each of these items.

2. Please provide the actual Federal Tax Net Operating Loss for SoCalGas as a whole for 2010 and the amount carried back and carried forward.  Reconcile it to the estimated net operating loss shown in Mr. Rose’s revised workpaper RGR-WP-25 and to the data shown in Sempra’s 10-K, pages 87-91 (income statement, balance sheet, and cash flow statement for SoCal Gas and subsidiaries).

3. Given the actual NOL experienced by SoCalGas in 2010, is there in reality any remaining carry-back available in 2011?  If so, how much.

4. Please provide a calculation of the Federal Tax Net Operating Loss for SoCalGas for the first 9 months of 2011 consistent with the tax accounting contained in Sempra’s Third Quarter 10-Q filing pages 14-17 (Southern California Gas Company and Subsidiaries income statement, balance sheet, and cash flow statement).  

5. Please provide the most recent financial projections made by Sempra management for SoCalGas for the year 2011 taking into account 6 or 9 months recorded data that include projections of current and deferred income taxes and net operating losses.

For SDG&E

6. Regarding taxable income for SDG&E additional to base rates given in results of operations:

a. Please confirm that the Net Operating Loss Calculations in Mr. Rose’s revised workpapers SDG&E-34 pages RGR-WP-29 to 31 do not include other sources of taxable income that come from utility operations outside of base rates for SoCal Gas (e.g., Gas Cost Incentive Mechanism, energy efficiency incentives, sharing of gain on sale, oil production, other non-tariffed products and services, return on capital spending funded in smart meter and other balancing accounts, etc.).  

b. If part (a) is confirmed, because the calculations in Mr. Rose’s workpapers do not include these other utility taxable items, please confirm that excess accelerated depreciation, denoted as Net Operating Loss in Mr. Rose’s workpapers, in reality would first be used to offset current federal income taxes owed by SoCal on other sources of utility taxable income not included in base rates before being carried back or forward.

c. Please identify each source of taxable income that SDG&E has within the utility aside from base rates given in results of operations (e.g.,  energy efficiency incentives, sharing of gain on sale, other non-tariffed products and services, return on capital spending funded in smart meter and other balancing accounts, etc.).  

d. For each source of earnings identified, identify the amount earned in each of 2007-2010 recorded (gross and federal income tax liability associated with each source), identify any amounts where applications (energy efficiency incentives) or other CPUC filings (e.g., energy efficiency incentives) effective in 2011-2012 either have been approved or are currently pending, and identify any amounts projected to be earned in the ordinary course of business in 2012 beyond currently pending applications.  Provide gross earnings and federal income tax liability associated with gross earnings for each of these items.

7. Please provide the actual Federal Tax Net Operating Loss for SDG&E as a whole for 2010 and the amount carried back and carried forward.  Reconcile it to the estimated net operating loss shown in Mr. Rose’s revised workpaper RGR-WP-31 and to the data shown in Sempra’s 10-K, pages 87-91 (income statement, balance sheet, and cash flow statement for SoCal Gas and subsidiaries).

8. Given the actual NOL experienced by SoCal Gas in 2010, is there in reality any remaining carry-back available in 2011?  If so, how much.

9. Please provide a calculation of the Federal Tax Net Operating Loss for SoCal Gas for the first 9 months of 2011 consistent with the tax accounting contained in Sempra’s Third Quarter 10-Q filing pages 14-17 (Southern California Gas Company and Subsidiaries income statement, balance sheet, and cash flow statement).  

10. Please provide the most recent financial projections made by Sempra management for SoCal Gas for the year 2011 taking into account 6 or 9 months recorded data that include projections of current and deferred income taxes and net operating losses.

For both SDG&E and SoCalGas

11. Re: Impact of changes to capital spending forecast on net operating losses:

a. Please confirm that if the capital spending forecast for 2011 and/or 2012 is reduced, the net operating loss in the RO model would be reduced because the overall utility tax loss would be reduced (because the equity return that would have been earned on the 2011/2012 additions that were removed would be less than the tax depreciation those additions).  

b. Please confirm that the reduction in capital additions would reduce both deferred income taxes and the NOL offset to deferred income taxes in equal amounts until and unless the reduction were to be so large that the NOL would no longer exists.

12. Interaction of net operating loss with attrition year:  

a. Please confirm that Mr. Emmerich’s post-test-year testimony as revised does not contain any rate reduction arising because the net operating losses are realized in 2013 through lower cash taxes so that the deferred taxes are no longer offset by net operating losses.  If not confirmed, please explain where the NOL offset is included.

b. If this point is confirmed, please explain why it is reasonable for SoCal and SDG&E to retain the net operating loss offset for their shareholders through the entire rate case cycle, given that it is expected to be reversed in 2013.

13. Please confirm that if the unregulated portion of Sempra Energy has federal taxable income in 2010, 2011, and 2012 that any net operating loss generated by the Sempra utilities will actually be used to pay unregulated affiliates’ taxes in the current year.  If you do not confirm this point, please explain.  

14. Please explain why the stand-alone principle should require utility ratepayers to accept a hypothetical net operating loss in order to give Sempra Energy unregulated affiliates an interest-free loan for income taxes that they otherwise would have had to pay sooner.

15. Please provide the actual tax position of Sempra Energy as a whole, SoCal Gas, and SDG&E for 2011 and the first 3 quarters of 2011, consistent with the data provided for the two utilities above and the Sempra Energy 10-K and 10-Q filings referenced above.
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