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QUESTION 1:

PZS3-1.  At Line 13 under Column B of Table 4 of Ms.Fung’s Testimony, the amount of $39,366 (in $000) for Total SDG&E is added to the SoCalGas Backbone cost under Column A to obtain the total SDG&E and SoCalGas Backbone costs corresponding to the amount of $157,523 (in $000) under Column C.  A footnote in asterisk at the bottom of Appendix A to Ms. Fung’s Testimony states that “100% of SDG&E’s transmission system is backbone, per Mr. Bisi’s testimony in A.04-12-004.”

(a) Please explain whether this means that the SDG&E transmission cost of $39,366 as shown in Table 4 is considered 100% backbone transmission, and if so, whether this means that no portion of the demand served on the SDG&E transmission uses any local transmission.

(b) Based on your response in (a), please provide a copy of or a link to Mr. Bisi’s testimony referred to in the footnote in asterisk which asserts that 100% of SDG&E’s transmission is backbone.

(c) Based in your response in (a), please explain whether all of the SDG&E backbone transmission customers should be exempt from paying local transmission charges.  Please explain your response.

RESPONSE 1:
(a) SDG&E’s transmission pipeline is considered backbone pipeline.  However, it also performs a local transmission function for “direct connect” customers.  SDG&E’s transmission cost is $39.466 million not $39.366 million.  
(b) Attached is Mr. Bisi’s Testimony from A.04-12-04.  Please refer to page 8.
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(c) Please refer to DRA-PZS-02, Response 8 (c).
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PREPARED DIRECT TESTIMONY
OF DAVID M. BISI

A. QUALIFICATIONS

My name is David M. Bisi. |1 am employed by Southern California Gas Company
(SoCalGas) as a Project Manager in the Gas Transmission Planning Department. My business
address is 555 West Fifth Street, Los Angeles, California, 90013-1011.

| received a Bachelor of Science degree in Mechanical Engineering from the University
of California at Irvine in 1989. | have been employed by SoCalGas since 1989, and have held
positions within the Engineering, Customer Services, and Gas Transmission departments.

I have held my current position since April, 2002. My current responsibilities include the
management of the Gas Transmission Planning Department responsible for the design and
planning of SoCalGas’ and San Diego Gas & Electric Company’s (SDG&E’s) gas transmission
and storage systems.

| have previously testified before the Commission.

B. PURPOSE

The purpose of my testimony is to present and describe the operational benefits that result
from the continued integration of SoCalGas’ and SDG&E’s gas transmission systems,
particularly as it relates to receiving supplies at Otay Mesa; and to describe the “Rainbow
Corridor” pipeline, its capabilities and capacities to serve SoCalGas and SDG&E customers, and

its classification as “backbone” or “local” transmission pipeline.

C. SOCALGAS TRANSMISSION SYSTEM

SoCalGas owns and operates an integrated transmission system consisting of pipeline and
storage facilities. With its network of transmission pipeline and four interconnected storage
fields, SoCalGas delivers natural gas to over five million residential and business customers.

A map of the SoCalGas transmission system is attached as Figure 1. The transmission

system extends from the Colorado River on the eastern end of SoCalGas’ 23,000 square mile
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service territory, to the Pacific Coast on the western end; from Tulare County in the north, to the
U.S./Mexico border in the south (excluding parts of San Diego County).

The SoCalGas transmission system was designed to receive and redeliver gas from the
east, initially to the load centers in the Los Angeles basin, Imperial Valley, San Joaquin Valley,
north coastal areas, and San Diego. As our customers sought to access new supply sources in
Canada and the Rockies, we modified our system to concurrently accept deliveries from the
north. As a result, the system today can accept up to 3,875 million cubic feet per day (MMcfd)
of interstate and local California supplies on a firm basis. Primary supply sources are the
southwestern United States, the Rocky Mountain region, Canada, and California on- and off-
shore production. The interstate pipelines that supply the SoCalGas transmission system are
El Paso Natural Gas Company (EI Paso), Transwestern Pipeline Company (Transwestern), Kern
River Gas Transmission Company (Kern River), Mojave Pipeline Company (Mojave), Questar
Southern Trails Pipeline Company (Southern Trails), and Gas Transmission Northwest via
PG&E’s intrastate system (PG&E/GTN). The SoCalGas transmission system interconnects with
El Paso at the Colorado River near Needles and Blythe, California, and with Transwestern and
Southern Trails near Needles, California. SoCalGas also interconnects with the common
Kern/Mojave pipeline at Wheeler Ridge in the San Joaquin Valley and at Kramer Junction in the
high desert. At Kern River Station in the San Joaquin Valley, SoCalGas maintains a major
interconnect with the PG&E intrastate pipeline system, and receives PG&E/GTN deliveries at
that location.

SoCalGas operates four storage fields that interconnect with its transmission system.
These storage fields — Aliso Canyon, Honor Rancho, La Goleta, and Playa del Rey — are located
near the primary load centers of the SoCalGas system. Together they have a combined inventory
capacity of 122.1 billion cubic feet (Bcf), a combined firm injection capacity of 850 MMcfd, and
a combined firm withdrawal capacity of 3,175 MMcfd.

1
1
1
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D. SDG&E TRANSMISSION SYSTEM

A schematic of the SDG&E gas transmission system is shown in Figure 2. The SDG&E
gas transmission system consists primarily of a high-pressure 30-inch diameter pipeline and a
high-pressure 16-inch diameter pipeline that extend south from Rainbow Station, located in
Riverside County. Both pipelines are approximately 50 miles in length, and terminate at the
SDG&E citygate regulator stations in San Diego.

The pipelines are interconnected approximately at their midpoint and again near their
southern terminus. The northern cross-tie consists of 12 miles of 16-inch diameter pipeline, and
runs between Carlsbad and Escondido. The southern cross-tie consists of 4 miles of 30-inch
diameter pipeline running through Miramar.

A 20-inch diameter pipeline extends from the 30-inch cross tie at Miramar to Santee, a
distance of 7 miles. At Santee, a 36-inch diameter pipeline extends 30 miles south to Otay Mesa,
where it interconnects with a 30-inch diameter pipeline to the Otay Mesa meter station at the
U.S./Mexico border.

The Maximum Allowable Operating Pressure (MAOP) of the SDG&E system is
800 psig, with the exception of the high pressure 30-inch pipeline which has an MAOP of
595 psig for the majority of its distance.

A 12-inch diameter pipeline, owned by SoCalGas, extends south for 43 miles from the
San Onofre metering station in Orange County to La Jolla, and has an MAOP of 400 psig.

Two compressor stations are also a part of the SDG&E gas transmission system.
SDG&E’s Moreno compressor station, located in Moreno Valley, boosts pressure into the
SoCalGas transmission lines serving Rainbow Station. Another compressor station at Rainbow

Station is used to boost pressure into the 16-inch diameter pipeline.

E. INTEGRATED SYSTEM OPERATIONS

Since the merger of SoCalGas’ and SDG&E’s parent companies in 1998, SoCalGas” Gas

Control Department has operated the SoCalGas and SDG&E gas transmission systems as an
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integrated, common system.? Beginning in April 2002, SoCalGas also assumed the planning
responsibility for the SDG&E gas transmission system.

Obviously, the Commission should not undo the operational integration of the SoCalGas
and SDG&E systems that has already occurred. To do so would result in increased costs and
reduced efficiencies, such as the cost to re-establish an SDG&E gas control department and
scheduling system (estimated at $700,000 in capital investments along with approximately
$700,000 per year in O&M costs) and the loss of at least 50 MMcfd of capacity on the SDG&E
system that has been obtained from the system-wide efficiencies gained by operating the system
on a common basis.? In R.04-01-025, SoCalGas and SDG&E presented several reasons why
continued integration of the SoCalGas/SDG&E gas transmission systems would result in cost
savings and operating efficiencies when supplies are received at Otay Mesa, such as the ability to
make use of the SoCalGas scheduling system.

The SoCalGas/SDG&E system integration proposal closely mirrors the operational
reality of the two utility systems. Currently, SDG&E receives its entire gas supply from
SoCalGas at the Rainbow and San Onofre Meter Stations. With gas deliveries at Otay Mesa, gas
would flow in both directions — from SoCalGas to SDG&E and vice versa — at Rainbow Meter
Station throughout the operating day. Under the system integration proposal, Otay Mesa would
be a receipt point of the combined transmission systems and operator imbalances could be easily
determined by comparing scheduled versus actual deliveries at this location. SDG&E customer
demand and imbalance position could also easily be calculated using metered volumes at Otay

Mesa, Rainbow Station, and San Onofre Meter Station.

F. “RAINBOW CORRIDOR” CAPACITY & IMPACT ON SYSTEM
INTEGRATION

SoCalGas’ “Rainbow Corridor” pipelines — the pipelines between Moreno and Rainbow

Stations which provide the majority of SDG&E’s gas supply, Lines 1027, 1028, and 6900 — are

v SoCalGas operates SDG&E’s transmission system on behalf of SDG&E.

4 By operating the two utility systems as a common system, SoCalGas Operations has been able to
provide higher pressures to the SDG&E system without affecting service to SoCalGas customers.
Additionally, SoCalGas Operations has been able to avoid operations on the SDG&E system that
would be detrimental to the SoCalGas system, and vice versa. If the two systems are once again
operated separately, these efficiencies and the resulting capacity gain would be lost.

-4-






© 00 ~N oo o b~ O w N

N NN N DN N N DN P B R R R Rl R R R e
Lo N o o B~ W DN PP O © 00N oo 0o b~ wo N+ o

currently classified as “local” transmission on the SoCalGas system since their only function is
to redeliver supply to the end-use customer (SoCalGas distribution systems in Riverside County
and SDG&E).

Given the current geographic location of customers in San Diego and in SoCalGas’
Rainbow Corridor, the SDG&E transmission system has the capacity to serve 655 MMcfd of
customer demand in the winter operating season and 635 MMcfd of customer demand in the
summer operating season.? These figures represent the current distribution of customer demand
on the SDG&E system. As the location of the customer demand changes, the capacity of the
SDG&E system to serve customer demand will also change. For example, if more customer
demand relocates from the north to the southern extremity of the SDG&E system (in San Diego
or along the U.S/Mexico border) the capacity of the SDG&E system will decrease. Conversely,
if more customer demand relocates from the south to the northern portion of the SDG&E system
(in Escondido or Encina) the capacity of the SDG&E system will increase.

Furthermore, demand on SoCalGas’ Rainbow Corridor also affects the available capacity
of the SDG&E system. SoCalGas’ Rainbow Corridor pipelines have the capacity to serve
1 BCFD of demand between Moreno and Rainbow Stations. However, because SDG&E
requires higher-than-minimum pressure delivered at Rainbow Station to provide the 655/635
MMcfd of capacity for its customers, SoCalGas has effectively derated the capacity of the
Rainbow Corridor pipelines to 750 MMcfd — 700 MMcfd for SDG&E (655 MMcfd + 45 MMcfd
operating margin) and 50 MMcfd for SoCalGas customers. As SoCalGas demand increases in
the Rainbow Corridor, pressure delivered to Rainbow Station declines and deliverability to the
SDG&E system decreases. This concept is illustrated below in Figure 3.

1
1
1
1
1

These figures exclude 45 MMcfd of SDG&E capacity reserved as an operating margin.

-5-
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FIGURE 3: THEORETICAL WINTER CAPACITY
Moreno-Rainbow Corridor vs. San Diego, Existing System
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Even so, there is no capacity constraint in SoCalGas’ Rainbow Corridor. SoCalGas is
able to meet all existing customer requirements from these pipelines. While there has been
speculation regarding new customer demand in the Rainbow Corridor, right now it’s just
speculation. If new load materializes on SoCalGas’ Rainbow Corridor which degrades SDG&E
system capacity, SoCalGas and SDG&E will identify the most economic means to improve the
capacity of the SDG&E system if necessary.

As an example, a capacity expansion of the SDG&E system by 50 MMcfd to 705/685
MMcfd (winter/summer capacity) would require 25 miles of 36-inch diameter pipeline to be
installed from Rainbow Station to Escondido. Costs for this improvement are estimated to be
$65 million. Note that this improvement has also been identified as necessary to receive certain
levels of supply at Otay Mesa. Additional pipeline on the SDG&E system can be used either to
transport excess supply delivered at Otay Mesa to SoCalGas, or to meet incremental levels of
demand on the SDG&E system.

This new pipeline between Rainbow Station and Escondido may not be the only

improvement available which could add capacity to the SDG&E system. It may be possible for

-6-
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SoCalGas to construct another pipeline between Moreno Station and Rainbow Station in the
Rainbow Corridor. However, there is no more room available in SoCalGas’ existing easement
for an additional pipeline. New right-of-way would need to be obtained, and preliminary
assessments are that any distance greater than 20 miles would be more expensive than the
Rainbow-to-Escondido pipeline. Furthermore, a new pipeline in SoCalGas’ Rainbow Corridor
would not improve the reliability of the SDG&E system against an outage of SDG&E’s 30-inch
transmission pipeline, nor would it improve SDG&E’s ability to transport supply to SoCalGas.
SoCalGas and SDG&E have also examined whether additional firm capacity can be
created on the SDG&E system if supplies are received at Otay Mesa; we have concluded that it
cannot. Should those Otay Mesa supplies not be delivered for whatever reason, and SDG&E
committed to more than 655/635 MMocfd of firm transportation service on its system, SDG&E
would be forced to curtail firm noncore demand and violate its 1-in-10 year cold day service
obligation since levels of supply greater than 655/635 MMcfd delivered by SoCalGas at

Rainbow Station cannot be redelivered to customers on the existing SDG&E system.

G. THE RAINBOW CORRIDOR IS NOT A RECEIPT POINT

As previously stated, the Rainbow Corridor is a system of three pipelines between
Moreno Station in the north and Rainbow Station in the south, and as such, could not be
classified or treated as a receipt point. A receipt point is a discrete physical location where two
or more pipelines interconnect for gas supply custody transfer purposes. Rainbow Station could
theoretically be considered a receipt point on the SoCalGas system if the Commission were not
to approve the system integration proposal, but the Rainbow Corridor pipelines could not be so
considered.

I
I
I
I
I
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H. CLASSIFICATION OF THE RAINBOW CORRIDOR PIPELINES

Currently, the Rainbow Corridor pipelines function as local transmission pipelines.#
Under system integration, both SoCalGas’ Rainbow Corridor pipelines and SDG&E’s
transmission pipelines would provide a backbone transmission function. This backbone
transmission function is clearly evident if supplies are delivered at Otay Mesa and transported to
Rainbow Station. However, even without new supplies delivered at Otay Mesa, if the two utility
systems are economically integrated, the entire pipeline system from Moreno Station to the
U.S./Mexico border would act as a backbone transmission system that transports supplies from
Moreno Station to SoCalGas and SDG&E load centers, much like SoCalGas’ backbone
Transmission Lines 2000 and 2001 transport supply west from Moreno Station to the
Los Angeles Basin load centers.

SoCalGas/SDG&E believe that the classification of its pipelines as backbone or local
transmission should follow the operational function. Transporting supply delivered to Otay
Mesa is clearly a backbone transmission function, and the Rainbow Corridor pipelines would
correctly be identified as backbone transmission pipelines in such event. However, Otay Mesa
deliveries will still flow across the Rainbow Corridor pipelines if the Commission chooses to
retain the local transmission label for these pipelines and the San Diego system. Therefore, the
label applied to the Rainbow Corridor pipelines will have no operational impact on the ability to
receive and transport supply delivered at Otay Mesa under the utilities’ system integration
proposal.

This concludes my testimony.

¥ SDG&E’s transmission system has not been segregated into backbone and local transmission

facilities. However, from SoCalGas’ perspective, they currently function as a local transmission
system, but as a backbone transmission system from an SDG&E viewpoint.

-8-
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