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SHARON R. POPE
SOUTHERN CALIFORNIA GAS COMPANY

A. PURPOSE
The purpose of my testimony is to sponsor the following: (1) the enhanced oil recovery

(“EOR”) demand and related revenue forecasts; and (2) the interutility exchange demand and
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related revenue forecasts.

B. FORECASTSFOR ENHANCED OIL RECOVERY

1. EOR Demand Forecasts

Southern California Gas' (“ SoCalGas’) forecast of the EOR demand for the BCAP

period of January 1, 2005 through December 31, 2006 is shown below in Table 1.

Table 1. Enhanced Oil Recovery Demand

2005 2006 Average
(Mdth) (Mdth) (Mdth)
EOR Steaming 15,904 15,904 15,904
EOR Cogeneration 21,852 21,864 21,858
Total 37,756 37,768 37,762

EOR customers use gas for cogeneration and to produce steam for the extraction of
petroleum from producing fields. SoCalGas has 53 EOR customer accounts and forecasts that it
will have the same number during the 2005 through 2006 time period. Most of these customers
are located in the San Joaguin Valley; however, afew are located in the Los Angeles Basin and
in the Ventura and Santa Barbara areas. About 70% of the EOR demand is served by SoCalGas

under CPUC-approved long-term transportation contracts (“LTKS") that have negotiated rates.

The remaining load is served under authorized EOR tariff rates.
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The EOR demand forecast is prepared based on the terms of the applicable LTKs (rates,
expiration dates, minimum transportation requirements), historical throughput, knowledge of
customer operations, and general market conditions. Given that most of the EOR producers
located in the San Joaquin Valley are already connected directly to the Kern/Mojave Interstate
Pipeline (“Kern/Mojave’), it is extremely unlikely that the level of SoCalGas' existing service to
these customers will increase. Thisis because the price of intrastate transportation on
Kern/Mojaveis usualy lessthan SoCalGas EOR tariff rate and is expected to be so during the
BCAP period.

Gas delivered from the Kern portion of Kern/Mojave is delivered directly to EOR
customers with no intrastate transportation cost and the intrastate piece of the Mojave portion is
usually discounted below SoCalGas' EOR transportation rate. Moreover, the mgjor EOR
customers who use the Mojave portion have fixed contracts with Mojave so their costs are
“sunk”. Accordingly, the forecast assumes that most EOR customers under LTKswho are
located in the San Joaquin Valley will use SoCalGas' system for no more than the transport-or-
pay quantities set forth in their LTKs. These customerswill use direct interstate pipeline service
for any usage above their transport-or-pay requirement with the exception of one customer who
is forecasted to use the special provisionsin itsLTK for any quantities above its transport-or-pay
obligation. Finally, SoCalGas forecasts that EOR customers not receiving natural gas service
under an LTK will continue to take service at present usage levels because SoCal Gas does not
anticipate any major changes in these customers' operations during the BCAP period.

SoCal Gas expects to transport approximately 15,900 Mdth of gas annually for EOR
steaming during 2005 and 2006 and approximately 21,900 Mdth annually for EOR cogeneration.
The level of demand for steaming is essentially the same as the 2002 throughput of 15,100 Mdth
of gas. The decreasein EOR cogeneration throughput from 24,600 Mdth in 2002 to the forecast
demand of 21,900 Mdth for the BCAP period is mainly due to one customer switching to using

itsown field gas for operations.
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2. EOR Revenue Forecasts

The forecasts of transportation revenues from serving the EOR market are listed below in
Table 2. These revenues are calculated based on the rates and minimum transportation
requirementsin the LTKs and the projected EOR tariff rates. They are averaged over the BCAP

period.
Table 2. Enhanced Oil Recovery Revenue

Annual Average
($000's)
EOR Steaming $10,110
EOR Cogeneration $10,857
Total $20,967

C. FORECASTSFOR INTERUTILITY EXCHANGE

1. I nterutility Exchange Demand For ecasts

The exchange gas load for SoCalGas is how composed solely of two interutility exchange
agreements with Pacific Gas and Electric (“PG&E”): the Master Exchange Agreement (“MEA™)
and the Southwest Exchange Gas Delivery Agreement (“SEGDA”). All exchange agreements
previously in effect between SoCal Gas and California producers expired by the end of 2000.

For the interutility exchange load, SoCal Gas estimates demand by exchange taps' rather
than by individual customers or customer segments. The demand forecasts are based on
historical trends and load information from customer service personnel at PG& E, Southwest Gas,
and SoCalGas. For the MEA, the net demand fluctuates from year to year so an average over the
past three yearsis used for the taps with smaller flow volumes, and specific customer
information is used to assess the demand at the taps with larger flow volumes. The net MEA
demand in 2002 was 828 Mdth as compared to the forecast of 79 Mdth for 2005 and 82 Mdth for

2006. Thisdecreasein net demand is mainly due to the drop in load off one of PG& E’ staps.

! An exchange tap is the point of intersection between one utility’s main line and the other utility’s pipes that
connect with downstream customers. The latter pipe may be either adedicated line to a customer or a series of
local transmission or distribution lines, owned by the other utility, which serve anumber of its customers.
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The SEGDA forecast net demand of 3,170 Mdth annually for 2005 and 2006 assumes the
continuation of the 2002 demand.
The demand forecasts for both agreements are contained in Table 3. The demand is net

of exchanged volumes.

Table 3. Interutility Exchange Demand

2005* 2006* Average*

(Mdth) (Mdth) (Mdth)
MEA Exchange 79 82 80
SEGDA Exchange (3,270) (3,270) (3,270)
Total (3,091) (3,088) (3,090)

* A positive number means SoCal Gas delivers more gas to PG& E' s customers than PG& E delivers to SoCalGas' customers.
A negative number means PG& E delivers more gasto SoCalGas' customers than SoCal Gas deliversto PG& E’ s customers.

2. I nterutility Exchange Revenue For ecasts

The interutility exchange revenue forecasts averaged over the BCAP period are shown in
Table 4. These forecasts are developed using the respective demand forecasts and applicable

exchange rates as contained in the two interutility exchange agreements.

Table 4. Interutility Exchange Revenue

Annual Average*
($000's)
MEA Exchange ($9)
SEGDA Exchange ($793)
Total ($802)

* A positive number represents a payment to SoCalGas from PG&E.
A negative number represents a payment to PG& E from SoCal Gas.

Table 4 shows the forecasted net revenue for the MEA exchange to be a payment to
PG& E from SoCal Gas of approximately $9,000 for each year during the 2005 BCAP period.
For the SEGDA, the forecast estimates that SoCal Gas will pay PG& E approximately $793,000
each year during the 2005 BCAP period. SoCal Gas forecasts the net payment to PG& E under
the two agreements to be approximately $802,000 per year for the 2005 BCAP period.

This concludes my testimony




D. QUALIFICATIONS
My name is Sharon R. Pope. My business address is 555 West Fifth Street, Los

Angeles, California 90013-1011.

| am employed by SoCalGas as a Senior Market Advisor in the Mgor Markets
Customer Services department. | assumed this position on March 30, 2002. My
responsibilities include analyzing and forecasting the EOR gas demand and associated
revenues, administering the EOR transportation contracts, and developing policies and
strategies for serving these customers.

| graduated from Cornell Collegein lowain 1966 with a Bachelor of Arts degree
in Mathematics and Psychology and earned a Master of Science degree in Statistics from
lowa State University in 1968. After working in the marketing organizations of several
large consumer product companies, | joined SoCalGas in 1985 and have held positions of
increasing responsibility in Regulatory Affairs and the Customer Services.

| have previoudly testified before this Commission.



