SAN DIEGO GAS AND ELECTRIC COMPANY

SOUTHERN CALIFORNIA GAS COMPANY

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

(4TH DATA REQUEST FROM INDICATED PRODUCERS)
______________________________________________________________________


QUESTION 1:

1 In David Bisi’s rebuttal testimony, at pages 1-2, he discusses SoCalGas/SDG&E’s current OFO trigger calculation.   The following questions relate to the calling of OFOs on January 22-26, 2009 and reference OFO calculation data retrieved from Envoy.  A copy of this data is attached as Appendix A.

1.1 Please clarify how many OFO’s were called from January 22-26, 2009.

1.2 What was the cause of each OFO called during this period?

1.3 Once announced, how long did each OFO last?

1.4 OFO calculation data from Envoy reveals that forecasted sendout is a factor that is considered in determining whether an OFO will be triggered.  Please explain how this is calculated.

1.5 OFO calculation data from Envoy reveals that injection capacity is a factor that is considered in determining whether an OFO will be triggered.  Please explain how this is calculated.

1.6 OFO calculation data from Envoy reveals that off-system nominations is a factor that is considered in determining whether an OFO will be triggered.  Please explain how this is calculated.

1.7 OFO calculation data from Envoy reveals that latest scheduled quantity is a factor that is considered in determining whether an OFO will be triggered.  Please explain how this is calculated.

1.8 How is core demand accounted for in determining whether an OFO will be triggered?

1.8.1 How is core demand estimated?

1.8.2 What was the daily core demand estimated for January 22-26, 2009?

1.9 What other factors, aside from those factors listed on the OFO calculation page and discussed in Bisi’s testimony at page 1, lines 17-22, can be considered in determining whether an OFO will be called?

1.10 The attached Envoy data from OFO calculations and daily operations report reveals that the forecasted send out can vary significantly from the actual system sendout.  The table below compares the forecasted sendout with actual system sendout recorded the following day. 

	Date
	Forecasted Send Out
	Actual System Send Out

	1/23/09
	~ 2.4 Bcf
	~ 2.7 Bcf

	1/24/09
	~ 2.3 Bcf
	~ 2.5 Bcf

	1/25/09
	~ 2.3 Bcf
	~ 2.9 Bcf

	1/26/09
	~ 2.6 Bcf
	~ 3.6 Bcf


1.10.1 Please explain why there can be such large discrepancies between forecasted send out and actual system send out.

1.10.2 Please explain why there was such a large discrepancy between forecasted send out and actual system send out on January 26, 2009.

1.10.3 Could underestimating core actual burn contribute to these discrepancies?

1.11 On the OFO calculations dated January 26, 2009, the Intraday 1 and 2 calculations reveal no excess receipts.  Why was an OFO declared for these periods?

1.12 Clarify the volumes of gas secured by the Gas Procurement Department from January 22-26, 2009? 

1.12.1 Did the amount secured exceed daily core demand on any of these days?

1.12.2 If the amount of gas secured by the Gas Procurement Department exceeded core demand on any of these days, quantify the excess.  

1.12.3 Clarify the amount of gas purchased by the Gas Procurement Department from the citygate on each of the OFO days occurring from January 22-26, 2009. 

1.13 Did any customers incur penalties as a result of the OFOs called from January 22-26, 2009?  

1.13.1 If so, please identify the customer class that the penalty-incurring customers belong to.

RESPONSE 1:

1.1 An Operational Flow Order (OFO) was declared for each of the five days during the period of January 22 through January 26, 2009.


1.2 The level of scheduled supplies exceeded the forecasted system capacity.


1.3 Per SoCalGas Tariff Rule 30, an OFO is in effect for the gas flow day once announced.


1.4 The forecasted sendout is the sum of forecasted consumption by all customer groups:  core, non-core (including commercial, industrial, enhanced oil recovery, cogeneration, and electric generation) and wholesale.


1.5 Injection capacity is determined by the equipment available to perform the injection operation as well as by the storage field pressure, which is impacted by the inventory level of gas in storage (a high inventory level results in a high field pressure, reducing injection capacity).  Storage fields have a maximum storage capacity based on size and configuration.


1.6 Off-system nominations indicate the quantity of gas nominated for delivery on a displacement basis to the PG&E system.  The total system capacity is increased by the amount of nominated displacement gas.


1.7 Generally, SoCalGas uses the scheduled volumes from the latest nomination cycle to determine excess system deliveries for the OFO calculation.  The exception to this is the Evening Cycle (Cycle 2), which uses the confirmed volumes from the Timely Cycle (Cycle 1).  The following table summarizes which scheduled quantities are used in each cycle for the OFO calculation:


	Cycle
	Scheduled Quantity Used for OFO Calculation

	Timely
	Prior Day, Evening Cycle

	Evening
	Current Day, Timely Cycle, Confirmed Quantity

	Intraday 1
	Current Day, Evening Cycle

	Intraday 2
	Current Day, Intraday 1 Cycle

	
	


1.8 Core demand is part of the forecasted system-wide demand (“sendout”).


1.8.1 Core demand is driven by weather including temperature range, precipitation amount, wind intensity, duration of weather fronts, time of day and season.  These factors are used to develop a forecast demand along with past behavior trends.


1.8.2 SoCalGas considers these data confidential.


1.9 No other factors are considered.


1.9.1 In developing the forecasted sendout for the OFO calculation, SoCalGas makes use of public weather data for estimating the level of core demand, and market information and historical trend data for noncore customer demand.  A single heating degree day (HDD) difference in the weather forecast results in a change of 110 MMcfd of core customer demand, and an unexpectedly dispatched power plant can easily consume 200 MMcfd by itself.

The OFO calculation is developed and published by 6 AM on the day prior to the gas flow day, with an opportunity to update it one more time on the day prior to flow, and again twice on the day of flow.  SoCalGas has no opportunity to produce and publish a forecasted sendout after Cycle 4, which takes place around 12:00 pm on the day of flow.  This is five hours into the flow day; therefore, if there are significant changes due to any of the load factors during the remainder 19 hours of the flow day the actual sendout may be greater than the forecasted sendout.

In this particular instance, SoCalGas did update the demand forecast on Cycle 4 for January 24, 25, and 26.  The table included with this data request has been updated below to reflect this revised demand forecast.


	Date
	Forecasted Send Out
	Cycle 4 Forecast
	Actual System Send Out

	1/23/09
	~ 2.4 Bcf
	~2.4 Bcf
	~ 2.7 Bcf

	1/24/09
	~ 2.3 Bcf
	~2.4 Bcf
	~ 2.5 Bcf

	1/25/09
	~ 2.3 Bcf
	~2.5 Bcf
	~ 2.9 Bcf

	1/26/09
	~ 2.6 Bcf
	~3.2 Bcf
	~ 3.6 Bcf

	
	
	
	


1.9.2 The weather front that moved into southern California on January 25, 2009 was colder, wetter, and more windy than expected, driving demand higher than anticipated.  Furthermore, the weather forecast called for a low of 51 degrees Fahrenheit; however, the actual low for the day was 43 degrees Fahrenheit.  A single heating degree day (HDD) difference in the weather forecast results in a change of 110 MMcfd of core customer demand.

The OFO calculation for the flow day that started at 7:00 am on January 26th was developed and published by 6:00 am on January 25th.  The weather front that impacted the forecast moved into the area on the evening of January 25th.

The forecasted sendout was subsequently updated to 3.2 Bcf, however once an OFO is called it stays in effect for the duration of the gas flow day.


1.9.3 Core demand is one of the variables included in the forecasted demand, therefore it is a contributing factor to the end result.


1.10 The OFO was declared for the Evening cycle where the calculation showed excess receipts of 62,864 Dth.  Once an OFO is declared, it remains in effect for the entire gas day.


1.11 Please refer to response 1.8.2 of this data request.


1.11.1 Please refer to response 1.8.2 of this data request.


1.11.2 Please refer to response 1.8.2 of this data request.


1.11.3 Please refer to response 1.8.2 of this data request.


1.12 The billing information for the period January 22 – January 26, 2009 is not yet available.


1.12.1 N/A

QUESTION 2:

2 In Steve Watson’s opening testimony, at page 1, he notes that “On summer OFO days, SoCalGas will no longer totally cut off all ‘as-available’ injection (interruptible injection with a zero price).  Instead it will allow customers to meet the new 110% balancing provision by using firm and interruptible injection rights.”   The following questions relate to this statement.

2.1 Is it possible for the sale of firm and interruptible injection rights to affect the need for or severity of an OFO?  Please explain why or why not.

2.2 Is it possible for the sale of firm and interruptible injection rights to adversely impact system reliability?  Please explain why or why not

2.3 How will SoCalGas/SDG&E determine the amount of firm injection rights that will be available on a summer OFO day?

2.4 How will SoCalGas/SDG&E determine the amount of interruptible injection rights that will be available on a summer OFO day?

2.5 Will firm and interruptible injection rights be sold if it can trigger an OFO condition?

2.6 Will firm and interruptible injection rights be sold for a day on which SoCalGas forecasts OFO conditions?

2.7 Has SoCalGas in the last 12 months sold injection rights during an OFO event?

2.8 Envoy operational data (attached in Appendix A) indicates that SoCalGas sold the following amounts of storage services from January 22-26, 2009

	Date
	Counterparty
	Service
	Quantity
	Begin
	End

	23-Jan-09
	Macquarie Cook Energy, LLC
	Firm Injection 
	47,000 dth/day
	1/24/09
	1/26/09


2.8.1 Given that the OFO calculation done on January 23, 2009 forecasted an OFO event on January 24, 2009, how was this quantity of injection rights available for sale?

2.8.2 The attached OFO calculation data indicates that OFOs are called when excess receipts (last line on the OFO calculation data) exceeds zero.  Did the sale of these injection rights increase the amount of total excess receipts (as noted in the OFO Envoy data) calculated for January 24-January 26, 2009?

RESPONSE 2:

2.1 No.  Customer’s use of the system to bring in gas beyond their specified rights is the cause of OFOs.  All storage customers have unlimited “as-available” or zero-priced interruptible injection rights equal to any inventory space they have.  And transportation customers also have unlimited rights to inject more than their burns on any given non-OFO day.  Whenever these free rights are maximized due to price incentives in the market place, the physical demand for injection will exceed system capacity and an OFO will be called. 

In addition, an OFO on the SoCalGas system always triggers a 110% balancing requirement, rather than a sliding percentage as on the PG&E system.   Therefore, the sales of these rights will not affect the “severity” of an OFO.

2.2. No.   Firm sales are limited to firm capacity.  Also, if system capacity drops unexpectedly, all capacity rights are prorated—first interruptible and then, if necessary, firm capacity.
2.3 The BCAP Phase 1 Settlement has already determined that there will be 850 MMcfd of firm injection rights.  Storage Field personnel relay information on the actual capacities of their fields each day to the Gas Control Operation, and these rights will be prorated during the winter maintenance season to the extent necessary.

2.4 SoCalGas intends to sell several hundred MMcfd of interruptible injection rights if there is a market for such rights, but all of these rights will be prorated according to price, if necessary, by Gas Control and Scheduling.  The sale of these rights will not affect any storage customer’s firm injection rights or transportation customer’s monthly balancing rights under Rule 30.

2.5 The assumption underlying this question is incorrect.  See 2.1.

2.6 Firm rights are sold throughout the season.  One of the reasons they are purchased is to help the purchaser deal with potential OFO events.  Interruptible rights may be used on an OFO day, but they will not trigger such a day.  Instead, they will allow the purchaser of these rights to inject if, and only if, firm injection customers and/or balancing customers are not fully exercising their rights on that day.  As mentioned in Watson’s Direct testimony, p.1, “The provision of interruptible injection on summer OFO days will also help to ensure that injection capacity is fully used on those days.”
2.7 Yes, see 2.8
2.8.1
The 47,000 dth/day was well within the prorated allocation of firm rights to the unbundled storage program. 

2.8.2
No.  These injection rights were sold after the OFO was called.  
QUESTION 3:

3 Mr. Watson, on page 6, notes that “a high OFO would be triggered whenever imbalances exceed 5.2 Bcf (4.2 + 1 Bcf tolerance) during October-November and total system inventory is >90% of capacity.”  Data Request 17.6 in IP’s second data request asks how core imbalances will be calculated in determining the need to call the proposed high OFO.  

The following response was provided: 

Since core will schedule supplies the same way noncore customers do, the core imbalances will also be calculated in the same way.  The only difference is that a forecast of core demand is used for the OFO day, rather than metered demand on that day.

3.1 How does SoCalGas/SDG&E forecast core demand?

3.2 What measures are in place to ensure that core demand is not overestimated?

3.3 What measures are in place to ensure that core demand is not underestimated?

3.4 What efforts does SoCalGas/SDG&E take to compare forecast core demand to actual core burn? 
3.5 Please provide data from 2004-2007 that compares forecast core demand to actual core burn.

3.6 Will the core bear any OFO penalties under this trigger?

RESPONSE 3:

3.1  As part of the Omnibus decision (D.07-12-019), the Gas Demand Forecasting Group in Regulatory Affairs is developing a Core Daily Load Forecasting Model (CDLFM) for both SDG&E and SoCalGas. The model uses daily temperature forecast at various locations within SDG&E’s and SoCalGas’ service territory since temperature is the key driver for core gas demand. Other elements in the model are the price of natural gas, customer growth, and indicator variables for weekend/weekday, month of the year, and holiday factors. SDG&E/SoCalGas’ Utility Gas Procurement Department will begin to balance against this forecast daily core demand starting April 1, 2009. 

3.2  To ensure that the model does not provide unreasonable forecasts, it has been set 

up to detect temperature forecast outside the maximum and minimum range at each 

location and to estimate for missing temperature forecasts or outliers. 

SDG&E/SoCalGas is contracting with DTN/Meteorlogix to provide 24-hour temperature 

forecast up to the next five days to feed into the CDLFM. 
3.4 See response 3.2.

3.5  The CDLFM is monitored on an ongoing basis and when perceivable changes to
 model assumptions are required, the model will be updated. 

3.6  Daily estimates of core burn and daily forecast of core burn are confidential. 

3.7 The core will be subject to penalties on OFO days.
QUESTION 4:
Please identify all high OFO triggers that exist today.  

4.1 Please explain the system conditions that are required to satisfy each of these triggers.

4.2 Please identify all factors that can be evaluated for each identified high OFO trigger.

RESPONSE 4:
4.1
For every nomination cycle, the SoCalGas/SDG&E Gas Control department calculates the system capacity as the sum of the forecasted demand (“sendout”), the physical injection capacity, and the off-system nominations.  This forecasted system capacity is then compared to the latest scheduled supplies.  If the level of scheduled supplies exceeds the forecasted system capacity, an OFO is declared. 

4.2
See above.
QUESTION 5:
Rodger Schwecke discusses the organization of the System Operator on page 3 of his rebuttal testimony.  He clarifies that the System Operator is defined as follows:

Utility System Operator: The applicable departments within Southern

California Gas Company and San Diego Gas & Electric Company that are

responsible for the physical and commercial operation of the pipeline and

storage systems specifically excluding the Utility Gas Procurement Department.

5.1
Does SoCalGas have an employee stock option plan?

5.2
Will employees engaged in System Operator activities qualify for the stock option plan?

RESPONSE 5:

5.1 And 5.2   SoCalGas objects to this request on the grounds that it seeks confidential and proprietary trade secret information.  SoCalGas operates in a very competitive industry, and does not publicly disclose employee compensation unless required by some legal and/or regulatory requirement.  Without waiving these objections, and subject thereto, SoCalGas responds as follows:
 

SoCalGas’ compensation programs for its employees, including any employee stock option plan, are described generally in the testimony of Joyce Roland submitted in SoCalGas’ most recent GRC.  
QUESTION 6:
Rodger Schwecke on page 16 of his opening testimony discusses the System Operator’s role in managing Southern System reliability issues.

6.1 
Do similar transmission constraints on the northern part of the SoCalGas/SDG&E system exist?

6.2
How does SoCalGas/SDG&E manage transmission constraints in the northern part of its system, particularly any constraints at the north end of the San Joaquin Valley?

6.3
If new service is contemplated in the northern part of the SoCalGas/SDG&E system, does SoCalGas/SDG&E consider the impact of the proposed service on existing transmission constraints in that area?

6.4
If new service, contemplated in the northern part of the SoCalGas/SDG&E system, will increase the costs of managing northern system constraints, who bears the responsibility for these additional costs?

RESPONSE 6:

6.1 No.  The constraints in the northern San Joaquin Valley are local transmission constraints, defined in more detail below, where even if gas supplies are delivered into the San Joaquin Valley system there is potentially insufficient pipeline capacity to meet end-use customers demand under peak conditions.  In contrast, the Southern System reliability issues described by Rodger Schwecke in his direct testimony reflect a lack of supply delivered to the Southern System rather than a lack of pipeline capacity.  As such, the Utilities rely on supplies being directly delivered into the southern portion of the pipeline system.


6.2 The northern portion of the San Joaquin Valley has been identified as a Potentially Capacity-Constrained Area, defined in SoCalGas’ Tariff Rule 1 as, “Segments of the local transmission system in which customer requests for firm transportation service currently exceed, or within the next five years may exceed, available capacity.  Such requests must be based on historical usage or evidence which substantiates expected incremental load.”  SoCalGas holds open seasons in the northern San Joaquin Valley pursuant to Commission orders in D.02-11-073 and as further defined in D.06-09-039.  SoCalGas defines its open season process in detail in its tariffs, for example Special Conditions 32 through 50 of noncore Tariff Rate Schedule GT-F.  
6.3 Yes.

6.4 If noncore customer commitments to firm service in a Potentially Capacity-Constrained Area Open Season are greater than available capacity, then SoCalGas prorates those customers’ bids so that total awarded firm service does not exceed the total available.  There is no immediate increase to costs to managing the local transmission constraint.  After prorating customer bids, the Utility would begin planning and building system improvements to relieve the constraint so to avoid proration of customer firm service commitments, or notify the Commission why it doesn’t plan to do so.  The costs of the expansion would be added to general rate base and recovered in all customers’ rates.
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