SAN DIEGO GAS AND ELECTRIC COMPANY

SOUTHERN CALIFORNIA GAS COMPANY

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

DATA REQUEST DRA-RXR1

______________________________________________________________________


QUESTION RXR-1:

Subject:   Feb.4, 2008 SoCalGas Direct Testimony of Steve Watson and Richard Morrow
Please provide a table showing the annual level of expenses and revenues booked to the Noncore Storage Balancing Account from the time of adoption of the 50/50 risk sharing allocation in the SCG 1999 BCAP until the issuance of D.07-12-019.  Please identify any monies spent on capital improvements that resulted in an increase of storage inventory capacity, injection capability and withdrawal capability.  Also for each year, please provide information on the level of monies that were credited to the benefit of (a) shareholders, and (b) ratepayers after expenses were met.

RESPONSE RXR1-1:

See SCGC 1.15 for the historical NSBA account information.  Any monies spent on capital improvements or any other increases in expenses would not be reflected in this account since it used the fixed $21 million cost allocation to unbundled storage approved with the 1999 BCAP decision.  Also see response to SCGC 1.5 and 1.7.
QUESTION RXR1-2:

Please provide detailed information on the storage auctions conducted by SCG for each of the years referred to in Q1.  As part of this information, please include (a) a brief narrative on each annual storage auction, (b) the number of initial bidders for each of the 3 storage products, (c) the total demand for each of the 3 storage products as reflected in the initial round of bidding, (d) the drop-off in demand of each of the 3 storage products as the bidding progressed to each succeeding higher price level, thus reflecting the price elasticity of demand at each price level, (e) the total number of bidding rounds that ultimately yielded the “clearing” prices for each of the 3 storage products, (f) the number of ultimate winning bidders for each of the 3 storage products.
RESPONSE RXR1-2:

The only ascending-price auction by product that SoCalGas has ever held was for the 2006 Open Season.  The summary information for that auction is provided in the spreadsheet below:
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The capacity in this summary was awarded to 18 winning bidders.  Sixteen parties dropped out of the auction as prices rose during the process.  Deriving elasticities from this data is problematic because the market value of storage was changing from one round to the next due to overall national market events and all three products are interrelated—i.e., a change in price or one product affects the valuation of the other products as well.
QUESTION RXR1-3:

For each of the years referred to in Q1, please provide a detailed narration and accounting of any special efforts expended to market the 3 storage products.  Please indicate how these efforts were “special.”
RESPONSE RXR1-3:

Witness Watson did not use the word “special” in the reference testimony; therefore, the DRA’s meaning is unclear.  Nevertheless, no other storage provider has conducted a simultaneous 3-price auction where parties could change their bids with each price change on each product—i.e., the 2006 Open Season process was quite unique by industry standards.

In addition, as pointed by Mr. Watson, the final sales prices for the 2007/8 storage year deals were 29% above staff’s guidelines, which, in turn, were based on detailed market and package valuations using an expensive and complex storage valuation model.  SoCalGas managed to extract, on average, 90% of the total expected value of the storage packages sold.  SoCalGas believes this result required extraordinary marketing effort.   
QUESTION RXR1-4:
For years when no such storage auction was conducted, please provide information on the demand and remaining availability of each of the 3 storage products for each year.  Also, please provide any information on any special efforts expended to market the 3 storage products.  Please indicate how these efforts were “special.”

RESPONSE RXR1-4:

Sales in the years prior to and after 2006 have relied primarily on individual negotiations, with minimum price guidelines established by staff.  A detailed report on the individual sales process or the 2007 Storage Season was provided to DRA under confidentiality provisions on February 27, 2008.

Attached below is a summary without customer names of the 2005 storage year sales process. 
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SoCalGas has not retained files detailing the sales processes before 2005.

QUESTION RXR1-5:
Please provide identical information as that requested in Q1 for the Noncore Storage Memorandum Account from the time of adoption of D.07-12-019 until now.
RESPONSE RXR1-5:

Attached is the cost and revenues data for the Noncore Storage Memorandum Account for the first two months of 2008.

[image: image3.wmf]DR_NSMA 

data_2008.xls (43 KB)



1

_1268547097.xls
summary

		Confidential Summary of 2006/07 Auction Process

						Accepted dth or dth/d

				Inventory		Injection		Withdrawal		Average Price, $/dth

		Capacity Guideline w/ 7 Bcf		27,712,000		119,315		605,205		0.92

		Offers: Avg @ 86% guide		40,170,000		464,957		994,156

		Round 1: Guideline		36,570,000		379,457		895,006		1.19

		Round 2:  Guide + 10/10/0		26,270,000		235,438		643,605		1.22

		Round 3:  Guide + 15/25/0		22,220,000		174,438		558,272		1.25

		January Restart, Round 4, Guide + 10/10/0		35,050,000		273,938		701,972		1.12

		Round 5, Guide + 10/45/0		39,630,000		225,188		665,721		1.066

		Round 6, Guide + 18/80/0		39,080,000		191,188		665,611		1.131

		Round 7, Guide + 46/110/0		37,880,000		144,929		650,188		1.242

		Round 8, Guide + 90/110/0		36,320,000		100,256		626,375		1.376

		Round 9, Guide + 140/40/0		36,120,000		124,194		640,813		1.594

		Round 10, Guide + 170/0/0		32,320,000		119,898		598,305		1.709

		Close (13% proration of inventory)		28,115,939		109,044		594,070		1.746

		2007 Capacities Awarded		10,350,000		54,500		322,000		1.916

		1. Customers were offered the option to prorate inventory by 13%, and adjust profiles, at Round 10 prices.

		2. Proration offered was 65,000 dth less than needed.  Closed the auction by soliciting voluntary additional

		proration from other customers to make up shortfall of 65,000 dth.

		3. Final inventory oversold by 403 mmcf, can be managed with operational flexibility.

		Guideline = 50 cents/dth, $39/dthd injection, $11.60/dthd withdrawal.

		Final prices = 135 cents/dth, $39/dthd injection, $11.60/dthd withdrawal

		Percentage markups in Rounds 2-10 are on inventory/injection guideline.  Withdrawal at tariff throughout.

		Capacity Guidelines		49.8 Bcf minus pre-sold; consistent with Dec. Envoy posting

				273 MMcfd injection minus pre-sold; Phase 2 testimony

				990 MMcfd withdrawal minus pre-sold; Phase 2 testimony
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				Accepted G-TBS Bids for 2005  (Individual Negotiations)

						dth or dth/d								Accepted		Higher-of
Guideline

						Yrs		Inv		Inj		Wd		$/dth		$/dth

		1				3		3,000,000		25,000		75,000		$   1.0077		1.0077		M

		2				1		1,085,000		- 0		- 0		$   0.5900		0.5500		M

		3				1		3,000,000		18,000		100,000		$   1.0572		1.0572		M

		4				1		500,000		3,000		25,000		$   1.2502		1.2502		M

		5				3		5,000,000		20,000		- 0		$   0.6307		0.6307		M

		6				1		1,300,000		5,000		25,000		$   0.8503		0.8503		M

		7				1		8,000,000		40,000		225,000		$   0.9767		0.9767		M

		8				1		1,000,000		- 0		- 0		$   0.5500		0.5500		M

		9				1		620,000		6,800		6,800		$   0.9374		0.9374		G

		10				1		500,000		10,000		50,000		$   2.2600		2.2600		G

		11				5		2,000,000		20,000		10,000		$   0.8350		0.8350		G

		12				1		500,000		10,000		20,000		$   1.6000		1.6000		G

				Total				26,505,000		157,800		536,800

				M		=		$0.55/dth + tariff for injection/withdrawal

				G		=		$0.40/dth, $38/dthd for injection, $11/dthd for withdrawal

								A Higher of (M or G) rule was used for the auction minimum.
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				REJECTED G-TBS Bids under 2005 Storage Open Season

						dth or dth/d						Last, Best
 Offer		Higher-of
Guideline

						Inv		Inj		WD		$/dth		$/dth

		1				2,000,000		12,500		45,000		0.500		0.937

		2				250,000		10,000		10,000		0.360		2.360

		3				1,350,000		15,000		45,000		0.880		1.189

		4				310,000		- 0		- 0		0.460		0.550

		5				1,000,000		6,500		- 0		0.500		0.681

		6				100,000		10,000		10,000		0.445		5.300

		7				500,000		2,300		3,300		0.650		0.719

		8				3,000,000		10,000		15,000		0.350		0.675

		9				600,000		5,000		10,000		0.800		0.911

		10				500,000		10,000		15,000		0.960		1.490

		11				1,000,000		15,000		5,000		0.150		1.025

		12				375,000		3,500		5,000		0.710		0.901

		13				1,000,000		12,500		25,000		0.870		1.150

		Total				11,985,000		112,300		188,300

				M		=		$0.55/dth + tariff for injection/withdrawal

				G		=		$0.40/dth, $38/dthd for injection, $11/dthd for withdrawal

								A Higher of (M or G) rule was used for the auction minimum.
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