SAN DIEGO GAS AND ELECTRIC COMPANY

SOUTHERN CALIFORNIA GAS COMPANY

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

5th DATA REQUEST FROM SOCAL GENERATION COALITION (SCGC-05)

______________________________________________________________________

QUESTION 5.1:

Please provide a copy of SoCalGas’ 2006 Annual Report to the Commission (FERC Form 2).

RESPONSE 5.1:


[image: image1.emf]C:\Documents and  Settings\HEMMRICH\My Documents\FERC Form 2 2006 SCG Annual Report 12-31-06.pdf


QUESTION 5.2:

With regard to the statement at page 13 of the Direct Testimony of Herbert S. Emmrich, Embedded Cost Study and Related Issues (“Emmrich Embedded Cost Study”):  “The existence of the particular plant facilities necessitates the incurrence of cost by the utility to operate and maintain those facilities.  As a result, the allocation basis used to allocate a particular plant account often will be the same basis used to allocate the corresponding expense account, unless there exist more detailed field operating records that support a more discrete cost treatment based on the specific nature of the expenses.”
5.2.1 Please provide two specific examples of the allocation of plant corresponding to the allocation of O&M accounts.
5.2.2 Please identify the workpapers that correspond to the two examples identified in response to Q.5.2.1.
5.2.3 Please provide at least one specific example of the use of the more detailed field operating records for allocation.
5.2.4 Please identify the workpapers that correspond to the example(s) identified in response to Q.5.2.4.

RESPONSE 5.2.1 through 5.2.4:
The only example of using O&M costs to allocate plant costs is for Distribution Land, Structures and Improvements. The allocation is shown in WP-1 in the Cost Allocation tab as shown below.  Detailed field operating records were not available to support a more discrete cost treatment for these costs.
	Customer Related Capital Related Costs
	
	

	Dist Land, Structures, & Imprvmnts
	Allocators/Sum of Dist O&M Exp
	$47.055 


QUESTION 5.3:

With regard to the statement at page 14 of the Emmrich Embedded Cost Study: “In some cases, costs incurred were directly assigned to specific customer classes. The term “direct assignment” relates to a specific identification and isolation of plant and/or expenses incurred exclusively to serve a specific customer or group of customers. Direct assignments best reflect the cost causative characteristics of serving individual customers or groups of customers.”
5.4.1 Please identify each such direct assignment to one or more customers.

5.4.1 Please provide the workpaper(s) that derive the costs that are directly assigned in each case.

5.4.1 For each case of direct assignment, please provide a specific justification of the direct assignment of costs rather than the allocation of costs to that (those) customer(s).
RESPONSE 5.3.1

FERC Account 387.2- FUELING Stations-NGV depreciation costs were directly assigned to the NGV class. All other costs were assigned to classes of customer based on throughput for demand-related costs; such as: Backbone transmission based on cold year throughput, Local Transmission based on Peak Month; High-pressure distribution based on Peak Month, and low-pressure distribution based on Peak Day. Customer-related costs for meters, regulators, house lines and GEMS devices were allocated by net book value of investment by customer class and O&M expenses were allocated by O&M expense incurred by customer class. 
RESPONSE 5.3.2

The Allocators are shown in WP-1 of Mr. Emmrich’s work papers in the “Allocator” tab.

RESPONSE 5.3.3

Company-owned NGV stations depreciation costs are allocated to the NGV class because they are specific to that class and are broken out to calculate the NGV compression adder for customers that buy compressed gas at Company-owned NGV refueling stations.
QUESTION 5.4:
With regard to the statement at page 14 of the Emmrich Embedded Cost Study:  “In conducting a cost allocation study, there exists a range of available cost allocation methods that the analyst should consider in determining the most reasonable basis for assigning costs to functions, cost classification categories, and classes of service.   This range reflects the degree of: 1) precision and objectivity associated with each allocation basis; and 2) common or joint use nature associated with each cost element being allocated.  These allocation bases include: (1) direct assignment; (2) special study; (3) compound allocation factor and, (4) generalized allocation factor.”
5.4.1 Please identify all special studies conducted to develop an allocation basis.
5.4.2 Please provide a copy of each special study or identify which workpaper contains such a study.

5.4.3 Please identify and describe each compound allocation factor.

5.4.4 Please provide the study used to develop such a factor or identify which workpaper contains such a study.  

5.4.5 Please identify each generalized allocation factor.

5.4.5 Please provide the study used to develop such a factor or identify which workpaper contains such a study.  

RESPONSE 5.4.1 and 5.4.2:

The special studies are listed in Mr. Emmrich’s work papers starting with WP-2 through WP-48. 
RESPONSE 5.4.3:
SoCalGas used three functionalization factors for A&G expense: Labor, Plant excluding General Plant, and a “Multi-Factor” comprised of the simple average of these three factors.  The “Labor” factor is based on the total functionalized labor costs as previously derived by SoCalGas in its cost allocation study. The “Plant” factor is based on the recorded net plant in service (excluding General Plant) as functionalized by SoCalGas. The Multi-Factor represents a compound allocation factor based on the simple arithmetic average of the previously derived functional factors for total O&M Expenses, Net Plant in Service, and Labor Expenses.  For those accounts where it was determined that one cost driver predominated; e.g., FERC Account No. 924 – Property Insurance, a generalized factor was used; i.e., the Plant factor.   For certain accounts where the costs spanned many activities and functions within the utility; e.g., FERC Account No. 925 – Injuries and Damages, the Multi-Factor was used. Once again, because of the broad characteristics of Account No. 923, a more detailed evaluation was conducted by activity to establish the bases for properly functionalizing these costs.  

RESPONSE 5.4.4:
The derivation of the factors is shown in Mr. Emmrich’s work paper WP-1 in the Labor Factor tab, and the Allocators tab.

RESPONSE 5.4.5:

Generalized allocation factors are shown WP-1 in the Allocators tab.
RESPONSE 5.4.6:

The studies are in Mr. Emmrich’s WP-2 through WP-48.
QUESTION 5.5:
With regard to the statement at page 15 of the Emmrich Embedded Cost Study:  “Portions of SoCalGas’ and SDG&E’s A&G expenses are treated in this manner, and are discussed in further detail in my and Dr. Schmidt’s testimonies.”
5.5.1 Is Mr. Emmrich relying upon Dr. Schmidt’s report in presenting his testimony?

5.5.2 If the answer to Q.5.5.1 is “yes,” please identify the specific sections upon which Mr. Emmrich is relying.
RESPONSE 5.5.1:
No. It is just stating that Dr. Schmidt also used multifactor allocation methods for some portions of A&G.
RESPONSE 5.5.2:
N/A.
QUESTION 5.6:
With regard to the statement at pages 15-16 of the Emmrich Embedded Cost Study:  “That is why SoCalGas and SDG&E in conducting the ECSs relied upon “subject matter experts” wherever feasible to provide those judgments based on their specific working knowledge of the utility’s investment in facilities, operational activities, and service requirements of their customers.  The subject matter experts used in conducting the ECSs were generally the individuals closest to the activities that could identify the cost causality that required SoCalGas and SDG&E to make their investments in facilities and to identify the costs incurred to operate and maintain its gas system to provide service to specific customer classes.”
5.6.1 For each generalized allocation factor, please identify each “subject matter expert” who was relied upon in determining that this factor was appropriately to be used.

5.6.2 Please explain the specific role of each “subject matter expert” who was identified in the response to Q.5.6.1.
5.6.3 For each generalized allocation factor, please identify each “subject matter expert” who was relied upon to “identify the cost causality that required SoCalGas and SDG&E to make their investments in facilities and to identify the costs incurred to operate and maintain its gas system to provide service to specific customer classes.”
5.6.4 Please explain the specific role of each “subject matter expert” who was identified in the response to Q.5.6.3.

RESPONSE 5.6.1, through 5.6.4:
There is no one specific subject matter expert that developed the data that was used to allocate certain costs. The following is a list of departments that provided specific data used to allocate costs by customer class.
Plant Accounting developed all net book value and depreciation expenses for plant-related costs; such as: meters, house lines, regulators, GEMS devices, transmission plant, distribution plant, storage plant, and rate base. 
The Accounting Department developed O&M costs by function, i.e.; transmission, distribution, AG&G and other costs as shown in the FERC Form 2 filing that were used to allocate costs. 
The NGV staff and Plant Accounting developed the data for Company-owned NGV stations’ capital and O&M costs.
The Tax Department developed the Ratemaking Taxes calculation. 
Storage staff developed the separation of storage costs into inventory, injection and withdrawal costs. 
Customer Services and Customer Accounts staff developed the study to segment Customer Services and Customer Account costs by customer class using PACER cost tracking data and separating out Direct Assistance and DSM and other refundable non-base margin costs. 
The Non-DSM Customer Services and Information staff provided the cost allocation of their costs by customer class. 
Distribution staff provided the data for customer-related and demand-related O&M costs and the footage of high-pressure and medium pressure distribution lines. 
The role of the subject matter experts was to identify customer-related costs by customer class or demand-related costs that could then be allocated to each customer class. 
QUESTION 5.7:
With regard to the statement at page 16 of the Emmrich Embedded Cost Study:  “SoCalGas and SDG&E relied upon subject matter experts to thoroughly evaluate the various activities undertaken to serve its customers and to compile the detailed information required to form the basis for the functionalization, classification, and allocation of their authorized 2008 base margin cost.  The studies conducted to analyze costs were highly detailed, comprehensive and thorough.” 
5.7.1 Please identify each “subject matter expert” who was relied upon in to evaluate activities and compile detailed information and specify which activities that expert was responsible for.

5.7.2 Please provide a copy of each of these studies or identify the portions of the workpapers that contain such studies.

RESPONSE 5.7.1:
See response 5.6.1 through 5.6.4
RESPONSE 5.7.2:

The studies are shown in WP-2 through WP-48 of Mr. Emmrich’s work papers.
QUESTION 5.8:
With regard to the statement at page 17 of the Emmrich Embedded Cost Study: “SoCalGas has very detailed accounting records that facilitate the development of cost functionalization, classification, and allocation factors for use in its cost study that reflect cost causation concepts. These records enabled SoCalGas to carefully evaluate the cost drivers associated with its various classes of service to closely relate the historical plant and expenses it incurs to serve customers to the specific customers or groups of customers causing such costs to be incurred.”
5.8.1 For each cost driver that SoCalGas evaluated, please provide a copy of the study that SoCalGas completed or identify the portions of the workpapers that contain such studies.

5.8.2 Please identify which accounts that SoCalGas relied upon in conducting its evaluation of each cost driver.

RESPONSE 5.8.1:
The studies are shown in WP-2 through WP-48 of Mr. Emmrich’s work papers.

RESPONSE 5.8.2:
The accounts are shown in WP-1 in the Base Margin and Function tab of WP-1.
QUESTION 5.9:
With regard to the statement at page 18 of the Emmrich Embedded Cost Study: “For utility plant-related costs, SoCalGas generally relied upon its subject matter experts to determine the most reasonable basis for functionalizing costs. In many cases, the detailed plant accounting records form the basis for completing this step. In some cases, a direct assignment of dedicated plant investment to a particular function was possible based on the specific nature of the investment.”
5.9.1 Please identify each subject matter expert who was responsible for functionalizing costs and specify which area that each expert was responsible for.

5.9.2 Please identify each case where “a direct assignment of dedicated plant investment to a particular function was possible based on the specific nature of the investment.” 

5.9.3 Please provide a detailed description (including a specific identification of costs) for each case identified in response to Q.5.9.2.

RESPONSE 5.9.1:
See response to 5.6-1 through 4.
RESPONSE 5.9.2 and 5.9.3:
All capital-related costs were directly assigned by Accounting staff as filed in FERC Form 2 by function: Transmission, Distribution, Storage and General Plant. These costs are shown in WP-1 in the Base Margin and Function tab.

Storage costs were allocated to the inventory, injection and withdrawal function by Storage staff as shown in WP-12.
QUESTION 5.10:
With regard to the statement at page 18 of the Emmrich Embedded Cost Study: “For O&M expenses, SoCalGas analyzed costs by FERC account, and by sub-account, for purposes of functionalizing these expense elements.  The analyses were guided in part by the manner in which SoCalGas functionalized its associated plant. Wherever possible, direct assignments to a particular function were made in a manner consistent with SoCalGas’ treatment of plant.  Then, based on a review of distribution costs, SoCalGas determined that, in some cases, the use of installed footage (for each sub-function) was appropriate to functionalize the remaining O&M expenses.”
5.10.1 Please reconcile this statement with the statement quoted at Q.5.2, that is, did SoCalGas use O&M expense to determine functionalization of plant or did SoCalGas use plant accounts to determine functionalization of O&M accounts?

5.10.2 Please identify all cases where “direct assignments to a particular function were made in a manner consistent with SoCalGas’ treatment of plant.” 

5.10.3 Please provide a detailed description (including a specific identification of costs) for each case identified in response to Q.5.10.2  
RESPONSE 5.10.1:
Distribution O&M expenses had to be separated into customer-related and demand-related costs. Distribution staff operates and maintains both house lines and distribution mains. Distribution staff does not track these costs separately. These costs were allocated by service line and main footage by customer class. 
RESPONSE 5.10.2:
Service line costs are tracked by Plant Accounting by customer class and therefore these costs were directly assigned to each class of customer. Main costs were assigned based on throughput by customer class. 
RESPONSE 5.10.3:
The allocation and description of transmission, storage and distribution main and services costs in shown in the Allocator and Base Margin and Function tabs of WP-1.
QUESTION 5.11:
With regard to the statement at page 20 of the Emmrich Embedded Cost Study: “For SoCalGas, there were four A&G accounts that contained roughly 80% of the total A&G expenses incurred by the utility in calendar year 2002.”
5.11.1 Why was SoCalGas examining A&G expenses for the year 2002?

5.11.2 How did SoCalGas translate the results of its examination to its 2006 study?
RESPONSE 5.11.1:
The A&G costs examined were for 2006. The 2002 reference is a typographical error. 

RESPONSE 5.11.2:
The A&G costs examined were for 2006. The 2002 reference is a typographical error. 

QUESTION 5.12:
With regard to the statement at page 20 of the Emmrich Embedded Cost Study: “These accounts were:  FERC Account No. 920 – Administrative and General Salaries; Account No. 923 – Outside Services Employed (corporate shared services); Account No. 926 – Employee Pensions and Benefits; and Account No. 931 –Rents. A focused review of these accounts, in particular, was warranted based on their size and the potential impact on the cost study results.   For FERC Account No. 923, SoCalGas reviewed the activities and associated costs more closely in this account due to the magnitude of the total expenses and the wide range of activities contained therein.”
5.12.1 Please provide a copy of these studies or identify the portions of the workpapers that contain the studies.

5.12.2
Did SoCalGas subfunctionalize any of the A&G accounts based on variations in activities and associated costs within a particular account, e.g., Account No. 923?

5.12.3 If the answer to Q.5.12.2 is “yes,” please provide a copy of the subfunctionalization study.
RESPONSE 5.12.1:
Please see WP-2.
RESPONSE 5.12.2:
Yes, please see the A&G Functions tab in WP-1 and WP-2. 
RESPONSE 5.12.3:
Yes, please see the A&G Functions tab in WP-1 and WP-2. 

QUESTION 5.13:
With regard to the statement at page 20 of the Emmrich Embedded Cost Study: “SoCalGas used three functionalization factors for A&G expense: Labor, Plant excluding General Plant, and a “Multi-Factor” comprised of the simple average of these three factors.”
5.13.1 Please identify each of the functionalization factors associated with each A&G account or identify the workpaper that contains this information.

5.13.2 Please explain why each functionalization factor was selected for each A&G account.
RESPONSE 5.13.1:
Please see WP-1 the Base Margin and Function tab for A&G accounts cost allocation. The Multi Factor allocator is the simple average of the Labor, O&M and Plant (excluding General Plant) factor.
RESPONSE 5.13.2:
The logic for the A&G cost allocation factors by account is shown in Mr. Emmrich’s direct Embedded Cost direct testimony on pages 19 through 21. 
QUESTION 5.14:
With regard to the statement at page 24 of the Emmrich Embedded Cost Study:  “The embedded cost allocation principles followed by SoCalGas and SDG&E in conducting the ECSs are generally consistent with the functionalization, classification and allocation principles formulated by the American Gas Association, as presented in the Gas Rate Fundamentals, Fourth Edition, 1987.”
5.14.1 Please provide a copy of those portions of the Gas Rates Fundamentals that SoCalGas relied upon in preparing its embedded cost study.

RESPONSE 5.14.1:

Chapter 7, Cost Allocation Studies, pages 131 to 149 of the Gas Rate Fundamentals book was used as a general guide in developing the embedded cost study. SoCalGas does not have permission to reproduce those pages since all rights are reserved by the AGA.
QUESTION 5.15:
With regard to the first footnote to Table 4 on page 27 of the Emmrich Embedded Cost Study, which states:  “Montebello assets are recorded in non-utility assets; however, depreciation is recorded as utility depreciation.”
5.15.1 Please explain why Montebello depreciation is recorded as utility depreciation.

5.15.2 Please cite the authority that SoCalGas relies upon for recording Montebello depreciation as utility depreciation.
RESPONSE 5.15.1: (REVISED)
Montebello operations are subject to a 50/50 sharing mechanism (Montebello True-Up Tracking Account (MTTA)) that is recorded "above the line" as an operating line item and records revenues and costs associated with the abandonment project.  To align the Montebello depreciation costs that are tracked in the MTTA, depreciation costs are classified as an operating cost.  However, these costs are not included in base margin or the revenue requirement of the utility and are excluded from the Embedded Cost study.
RESPONSE 5.15.2:
CPUC Decision 01-06-081 dated June 28, 2001.
QUESTION 5.16:
With regard to Table 4 on page 24 of the Emmrich Embedded Cost Study:
5.16.1 Why does Account 374 show up under both transmission and distribution?

5.16.2 Why is there a deduction of $12,000 for Accumulated Depreciation for Account 374 under transmission?
RESPONSE 5.16.1:
Account 374 should have only been included under distribution.  This was an oversight on the presentation of the table included in Mr. Emmrich’s testimony. 
RESPONSE 5.16.2:

The $12,000 of Accumulated Depreciation for Account 374 is for distribution property and was not intended to be shown as part of transmission.  Please see the attached updated schedule which replaces Table 6 submitted with Mr. Emmrich's testimony.
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ACCOUNT ACCT NO.

 

INVESTMEN

T   ACCUM DEP 

 NET BOOK 

VALUE 

 Weighted 

Average 

Rate Base 

 DEPRECIATION 

EXPENSE 

 AMORTIZATION 

EXPENSE   REASSIGNMENTS 

Intangible

301 76                  -                   76                           -                       

302 526                -                   526                         -                       

Total Intangible 602                -                   602                         0.0% 329 -                        -                         -                             

Underground Storage

117.1 55,522           -                   55,522                   

350 5,184             -                   5,184                      -                        198                         

351 29,338           (16,560)            12,778                    847                      

352 199,722         (118,215)          81,507                    6,048                   

353 80,365           (87,748)            (7,383)                     3,196                   

354 101,718         (66,642)            35,076                    3,137                   

355 4,574             (1,357)              3,217                      129                      

356 75,264           (56,205)            19,059                    3,574                   

357 6,334             (2,336)              3,998                      273                      

358 15,227           29,398             44,625                    -                       

Montebello  * -                          2,572                   

Total Underground Storage 573,248         (319,665)          253,583                  5.6% 138,631 19,776                  198                        -                             

Transmission

365 23,064           (12,000)            11,064                    447                      

366 28,347           (19,803)            8,544                      618                      

367 847,648         (471,657)          375,991                  14,997                 

368 170,092         (89,803)            80,289                    5,646                   

369 42,975           (26,165)            16,810                    896                      

371 3,532             (1,542)              1,990                      305                      

372 9,549             91,301             100,850                  -                       

Total Transmission 1,125,207      (529,669)          595,538                  13.1% 325,574 22,909                  -                         -                             

Distribution

374 31,076           (12)                   31,064                    -                       

375 177,608         (48,453)            129,155                  5,296                   

376 2,601,115      (1,441,853)       1,159,262               74,319                 

378 55,948           (37,412)            18,536                    3,556                   

380 1,809,089      (1,450,594)       358,495                  63,014                 

381 371,160         (121,596)          249,564                  11,430                 

382 227,082         (153,144)          73,938                    7,370                   

383 102,726         (39,806)            62,920                    3,030                   

387 *** 23,574           (17,652)            5,922                      1,624                   

388 190,560         1,137,251        1,327,811              

Total Distribution 5,589,938      (2,173,271)       3,416,667               75.4% 1,867,851 169,639                -                         -                             

General Plant

389 1,489             -                   1,489                      -                       

390 110,838         (80,101)            30,737                    8,314                   

391 329,264         (172,948)          156,316                  35,294                 

392 1,800             (1,279)              521                         8                          

393 469                (443)                 26                           40                        

394 50,182           (22,741)            27,441                    1,546                   

395 7,046             (3,802)              3,244                      187                      

396 95                  (68)                   27                           1                          

397 87,782           (50,568)            37,214                    8,442                   

398 4,803             2,359               7,162                      266                      

399.1 83                  (39)                   44                          

Total General Plant 593,851         (329,630)          264,221                  5.8% 144,446 54,098                  -                         -                             

Other Storage Plant -                -                   -                          -                        -                         -                             

Total Utility Gas Plant In Service 7,882,846      (3,352,235)       4,530,611               100.0% 2,476,832 $    266,422                198                        -                             

Footnotes:

* Montebello assets are recorded in non-utility assets; however, depreciation is recorded as utility depreciation.

*** Below is the breakdown for NGV Stations: (Dollars in thousands)

     Investment 13,928       

     Accum Dep (7,791)        

     Net Book Value 6,137         

     Depreciation Exp. 961            

FERC Account 387.20

As of December 31, 2006

SOUTHERN CALIFORNIA GAS COMPANY

2006 Utility Gas Plant in Service 

By FERC Account for FERC Form 2

(Thousands of Dollars)

For the Year Ended 2006



QUESTION 5.17:
With regard to the discussion of net rate base at pages 28-29 and as summarized in Table 6 of the Emmrich Embedded Cost Study:
5.17.1 The deductions from rate base, such as customer advances, ITC, deferred taxes, etc. which are listed at the bottom of page 28 and top of page 29, disaggregated by FERC account or at least function before making the deduction?

5.17.2 If the answer to Q.5.17.2 is “yes,” please provide the disaggregated calculation or identify the workpaper where it is located.

5.17.3 f the answer to Q.5.17.2 is “no,” please explain why.

RESPONSE 5.17.1:

 
No.

 
RESPONSE 5.17.2:

N/A

 

 RESPONSE 5.17.3:

The allocation of the deductions from rate base noted on pages 28 and 29 of Mr. Emmrich's testimony as described above were allocated in total to the overall amounts for all categories in rate base. The total reductions only represented ~ 10% of the Weighted Average Rate Base at 12-31-2006.  In addition, the calculations for the Accumulated Deferred Taxes and the Deferred Revenue are not broken out by FERC Account or Functional Group, and would only be an estimate at best.  Given these issues, it seemed reasonable to allocate based on the method used.
 
QUESTION 5.18:
With regard to the statement at page 34 of the Emmrich Embedded Cost Study: “These distribution O&M expenses were then classified into customer, high-pressure and medium pressure-related costs by Distribution staff experts.  Customer-related expenses are costs associated with operating and maintaining customer facilities such as: service lines, meters and house regulators.  Demand-related distribution O&M expenses are costs associated with operations and maintenance of high and medium pressure distribution facilities, such as, pipeline systems and regulating stations.”
5.18.1 Please identify the Distribution staff experts who were responsible for this classification activity and indicate which area each expert was responsible for.
5.18.2 Please provide a copy of the detailed study performed by SoCalGas’ Distribution staff experts to classify O&M expenses into customer or demand-related or indicate which portion of the workpapers contain the study.  
RESPONSE 5.18.1:
There is no one individual Distribution staff expert that developed this analysis. There are numerous people that worked on this issue.
RESPONSE 5.18.2:
The work papers are shown in WP-1 on the 376 Mains Incl Cath tab, Distribution O&M Fctr for Plant tab, and Distribution O&M Func Factors tab and the % Dist Main Footage tab. The footage breakout for High Pressure and Medium Pressure mains is shown in Table 22 of Mr. Emmrich’s direct testimony and the NBV for High Pressure and Medium pressure mains is shown in Table 23. WP-9 shows Distribution O&M Allocations.
QUESTION 5.19:
With regard to the statement at page 35 of the Emmrich Embedded Cost Study: “Transmission O&M expenses are included in FERC Accounts 850 through 867.  This total excluded $12.2 million in Transmission compressor station fuel, since these costs are excluded from base margin and are recovered below the line for rate design purposes and $0.711 million of Hazardous Waste costs that are allocated outside of base margin.”
5.19.1 Why is transmission compressor station fuel excluded from base margin?
5.19.2 Please cite the authority that SoCalGas relies upon in making this assertion.
5.19.3 Does this authority specify that the exclusion pertains to the development of base margin in terms of revenue requirement or does it specify that the exclusion pertains to allocation and rate design.
5.19.4 Please calculate the cost/dth of transmission station fuel using the total annual recorded throughput for the year 2006.
RESPONSE 5.19.1 and 5.19.2:
Transmission compressor fuel is part of company use fuel and is tracked separately from base margin costs.    Items included or excluded from Base Margin are determined in the General Rate Case proceedings. 
RESPONSE 5.19.3:
Transmission fuel is excluded from the revenue requirement but included in rates as part of company use fuel – transmission.
RESPONSE 5.19.4:
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TRANSMISSION COMPANY USE FUEL FOR 2006

APRIL 3, 2008

Source: GSCU SYSTEM 2006

Month / Year

(Dth) ($)

January-06 175,223                1,536,075            

February-06 95,592                  662,768               

March-06 149,411                935,701               

April-06 175,412                1,014,092            

May-06 138,731                835,910               

June-06 180,730                909,470               

July-06 287,965                1,435,246            

August-06 190,144                1,192,089            

September-06 183,138                1,109,120            

October-06 162,290                512,788               

November-06 146,897                964,114               

December-06 143,592                941,964               

2,029,125             12,049,337          

5.94 $/Dth

Total


QUESTION 5.20:
With regard to the statement at page 36 of the Emmrich Embedded Cost Study: “Storage O&M expenses are included in FERC Accounts 814 through 837.  This total excluded $13.4 million in Storage compressor stations fuel, since these costs are recovered in a Storage in-kind fuel charge under the Omnibus proposal and $0.419 million of gas losses costs that are allocated outside of base margin.  
5.20.1 Please determine the cost/dth for storage compressor stations fuel.  Please identify the storage products to which the storage compressor stations fuel cost would apply if not excluded.  
RESPONSE 5.20.1:

Unbundled storage customers already pay for storage injection fuel through an in-kind charge.  The BCAP, consistent with the Omnibus decision, would merely extend that practice to all other customers.

According to Watson Table 8, 2,205 MMcf of fuel was used at the storage compressor stations in 2006.  This, in turn, translated to 2,240,280 dth of fuel.  This, in turn, implies about a $5.98/dth assumption was used for the storage fuel in the Form 2 data--$13.4 million ÷ 2,240,280 dth.  An advantage of the in-kind approach is that gas price assumptions of this sort become largely unnecessary except for these types of FERC reporting requirements.

We cannot answer 5.1.1 because our proposal is to allocate fuel costs to those parties who actually inject gas into storage.  Inventory allocations cannot be used for this purpose.  Some customers cycle their inventory space several times; others little at all.  Therefore, as Mr. Watson proposes, one must charge each storage customer the in-kind charge as they nominate storage injections—and thereby use storage fuel.  

QUESTION 5.21:
With regard to the statement at page 38 of the Emmrich Embedded Cost Study: “Miscellaneous revenues totaled $64.1 million in 2001.  The source and functionalization and allocation of miscellaneous revenues is shown in Table 15 below.”
5.21.1 Please provide a copy of the detailed study that was performed to functionalize and allocate miscellaneous revenues or indicate which portion of the workpapers contains such a study.
RESPONSE 5.21.1:

The Miscellaneous Revenues for 2006 were prepared by Regulatory Accounting and are shown in WP-28 as filed in the SoCalGas General Rate Case. The allocation of miscellaneous revenues is shown in WP-1 on the Base Margin & Functions tab starting at cell A 209.
QUESTION 5.22:
With respect to the discussion of Non-Energy Efficiency Customer Service and Information Expenses presented at page 39 of the Emmrich Embedded Cost Study:
5.22.1 Please provide a copy of the detailed study that was performed to allocate Non-Energy Efficiency Customer Service and Information Expenses or indicate which portion of the workpapers contains such a study.
RESPONSE 5.22.1:

Please see WP-7.
QUESTION 5.23:
With respect to Table 17 of the Emmrich Embedded Cost Study:
5.23.1 On an account by account basis, please indicate whether the multiple allocation factors is applied to all expenses in the account or whether the account has been subdivided so that each allocation factor is applied to a different portion of the costs in the account.
5.23.2 For any accounts that have separate allocation factors applied to different portions of the costs in the account, please provide the details of such a calculation.
5.23.3 On an account by account basis, please provide an explanation as to why the selected allocation factor(s) for that account is (are) the appropriate one(s).
RESPONSE 5.23.1:
All A&G FERC Accounts, except Account 923, are allocated based on one allocation method as shown in Table 17 of Mr. Emmrich’s direct testimony. 
RESPONSE 5.23.2:
All sub-sectors of Account 923, Outside Services Employed, are allocated based on the Multi Factor method except Training Services, Recruitment Services, Office Services and Human Resources which are allocated based on the Labor Factor, The details are shown in WP-2.

RESPONSE 5.23.3:
The logic for the allocation factors used is described in Mr. Emmrich’s direct testimony on pager 39 through 41. 
QUESTION 5.24:
With respect to the discussion of NGV stations on pages 47-48 of the Emmrich Embedded Cost Study:
5.24.1 Have the costs shown in Table 25 been removed from SoCalGas’ embedded costs study?
5.24.2 If the answer to Q.5.24.1 is “yes,” have NGV costs been excluded or are they shown separately as a different function in the study?
5.24.3 Have NGV costs been allocated to customer classes?
5.24.4 f the answer to Q.5.24.3 is “yes,” please provide the table or workpapers that show such an allocation.

RESPONSE 5.24.1 through 5.24.4:
The Total Compressed Company Use and Public Access Compression Adder costs are subtracted out of the total NGV class costs. The Public Access Compression Adder costs are recovered from customers using company owned NGV stations for compression service. The Company Use portion of compressed NGV station costs are included in Base Margin and are allocated to customer classes as shown in the WP-1 Detail Cost Alloc of NGV tab.
QUESTION 5.25:
With respect to the functionalization of General Plant that is discussed at page 48 of the Emmrich Embedded Cost Study:
5.25.1 Please provide a copy of the detailed study that was performed to functionalize General Plant or indicate which portion of the workpapers contains such a study.
5.25.2 Please explain why General Plant was functionalized/classified based upon labor factors.

RESPONSE 5.25.1:
General Plant was allocated based on the Labor Factor as shown in WP-1 in the Base Margin & Function tab starting on cell A 174 and the Labor Factors tab.
RESPONSE 5.25.2:
General plant consists of office buildings and other labor-related costs such as office furniture, computers and communications equipment and therefore the Labor Factor is appropriate to use as an allocation method. 
QUESTION 5.26:
With respect to the discussion of underground storage allocation on pages 49-50 of the Emmrich Embedded Cost Study:
5.26.1 Please provide the detailed study that classified the gross plant, depreciation, and other aspects of storage rate base into inventory, injection, and withdrawal or indicate which portion of the workpapers contains such a study.

5.26.2 Please provide the detailed study that classified the storage O&M costs from Table 13 into inventory, injection, and withdrawal or indicate which portion of the workpapers contains such a study.  

5.26.3 Please provide a complete explanation of the methodology that SoCalGas has pursued in determining storage cost classification.
RESPONSE 5.26.1 and 5.26.2:

The study is shown in WP-12. The O&M costs for 2006 are shown in WP-1 in the Base Margin and Functions tab and the Return tab.
RESPONSE 5.26.3:
The methodology used was to allocate costs based on costs incurred to provide the necessary storage facilities to provide inventory, injection and withdrawal services. The study was conducted by storage staff experts. The costs incurred in 2006 are found in the FERC Form 2 filing and are based on accepted accounting principles. The NBV and depreciation expenses are also shown in the FERC Form 2 and in Table 4 of Mr. Emmrich’s direct testimony. 
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