OIR ON THE COMMISSION’S OWN MOTION TO ADOPT NEW SAFETY AND RELIABILITY REGULATIONS FOR NATURAL GAS TRANSMISSION AND DISTRIBUTION PIPELINES AND RELATED RATEMAKING MECHANISMS                                      (R.11-02-019/A.11-11-002)

(DATA REQUEST DRA-TCR-TCAP-PSEP-02 Rev 1 061512)
______________________________________________________________________


QUESTION DRA-TCR-TCAP-PSEP-02-01-01:

Exhibit Reference:  Chapter IX, Cost Workpapers

Excel versions of the Chapter IX workpaper were provided to DRA.  A separate spreadsheet was provided for SPEC’s detailed cost estimate for each of the 15 of the 17 hydrotests proposed, but not for the two projects on SoCalGas storage lines (Goleta and Playa del Rey).  Please provide excel versions of the workpapers on these two hydrotest projects.

RESPONSE DRA-TCR-TCAP-PSEP-02-01-01: (Revised 061512)
Individual workpapers were not created for the SoCalGas Storage pressure test projects and SPEC Services did not provide cost estimates.  
The SoCalGas Storage pressure test project estimates were completed by internal field technical services staff.  The basis used in making these estimates were cost estimates being developed for other Storage projects which included hydrotesting as part of the scope of work.  
Examples of the estimated costs and scope of work for two Storage hydrotest projects are provided.  The hydrotesting activities are part of a larger scope of work that also includes capital installation and/or removal of facilities (estimated capital cost not noted in the tables below).  Further breakdown of the costs per line item in the scope of work is not readily available.
	Project Description
	Line 9024 - Integrity Assessment (hydrotest) of approximately 1,454 feet of Injection / Withdrawal pipeline and header assembly system involving various diameters (2" to 24")   

	Estimated Direct O&M Cost
	$451,400

	Scope includes
	· Environmental Assessment of the 20-inch, Line 9024, pipeline right-of-way and valve site locations.

•
Lead paint and pipeline coating abatement operations of each involved pipeline, valve and flange assembly, casing, drip riser, to be removed for hydrostatic testing, including railings & pipeline supports.   

•
Excavate to evaluate and verify the existing pipeline at various locations to verify existing pipeline wall thicknesses and pipeline depths in preparation of retrofitting and establishing the hydrostatic testing pressure parameters to prepare the pipeline system for hydrostatic testing operations.

•
Temp remove / replace sections of 20" L-9024, exist. 20", 300# valve & flanges at PRNG002 631 & 625. 

•
Excavate, install shoring, & temp. supports.  Haul away and dispose excavated soil, replace with slurry.

•
Install temporary ground water wells, pumps, holding tanks, disposal equipment and water haul away.

•
Isolate, purge, retrofit, flush, water fill, hydrostatic test, de-water, re-assemble, Install Insulators, torque all.

•
Excavate & remove bottom drip N/of vessel PV 496A, Excavate to identify unknown 2" tap S/main header.

•
Clean, prime, paint, coat all newly installed pipeline flanges, spools and misc. fittings. Install new asphalt.


	Project Description
	Line 9025 - Integrity Assessment (hydrotest) of approximately 630-feet of Injection & Withdrawal pipeline and header assembly involving various diameters (2", 3", 4", 8", 10' and 14")

	Estimated Direct O&M Cost
	$502,000



	Scope includes
	· Environmental Assessment of the 14-inch, Line 9025, pipeline right-of-way and valve site locations.

· Lead paint and pipeline coating abatement operations of each involved pipeline, fitting, valve and flange assembly, including railings and pipeline supports.

· Excavate existing pipeline ell at soil grade, for pipeline inspection operations of disbonded coating and corrosion.

· Excavate various locations to verify unknowns identified on feature study prior to hydro testing.

· Excavate various locations at buried pipeline taps to inspect condition of welds. 

· Install temporary ground water wells, pumps, holding tanks, disposal equipment and water haul away.

· Isolate, purge, retrofit, flush, water fill, hydrostatic test, de-water, re-assemble, install insulators, gaskets.

· Temp. remove, replace pipeline spools, 6 - 10" valves, 12 - 10" blind flngs w/vents, & 1-3" Mokveld valve.

· Install various size temporary blind flanges for pipeline system isolation at header assembly and through-out entire pipeline system, various locations.

· Engineering and design for development of construction, pipeline profile surveys and completion drawings.

· Purge entire pipeline system, perform pressure leak tests and return pipeline system to service.

· Paving repairs for all excavation locations within paved areas.

· Clean, prime, paint all newly installed pipeline flanges, spools and misc. fittings


QUESTION DRA-TCR-TCAP-PSEP-02-01-02:

Excel versions of the Chapter IX workpaper were provided to DRA.  Except as noted above, a separate spreadsheet was provided for SPEC’s detailed cost estimate for each hydrotests proposed.  In each of these spreadsheets, the contents of certain cells are not visible.  Please provide the key or password that will allow access to all cells in each of these spreadsheets, or provide a revised set of files.  The following cells are examples, but there may be others:

· F33 – volume of nitrogen

· F56-F60 – construction

· F62 – number of construction days

· All cells for sections 3-5 of the cost estimate

RESPONSE DRA-TCR-TCAP-PSEP-02-01-02:

Per the instructions sent with the disc containing the workpaper Excel files, please try using the password spec81 to unlock the spreadsheet and gain access to those cells.

QUESTION DRA-TCR-TCAP-PSEP-02-01-03:

The calculation of SCG labor, section 3 of the cost estimate, appears to multiply the 10% value for small projects to only the labor costs from section 2, but multiplies the 5% value for larger projects to the sum of the labor cost of section 2 as well as the material cost from section 1.  Please explain if this was a mistake, and if not, the justification for this calculation logic
RESPONSE DRA-TCR-TCAP-PSEP-02-01-03:
The hydrotest cost estimate sheets have the following equations in the SCG Labor section:
· Project < $1 million, 10%
· =IF((L53+L64)<=1*10^6, (L19+L64)*F66/100,0)
· $1 million < Project < $10 million, 5%
· =IF((L53+L64)>1*10^6, (IF((L53+L64)<=10*10^6, (L53+L64)*F67/100,0)),0)
· Project > $10 million, 2%
· =IF((L53+L64)>10*10^6, (L53+L64)*F68/100,0)
where cells L53 and L64 reference the Total Material Cost and Total Construction Cost, respectively.  

The equation that applies a 10% factor to determine the SCG Labor incorrectly references cell L19 in the equation (which is a blank cell), instead of cell L53.  As such, the calculation is only based on the Total Construction Cost and not the sum of the Construction and Material costs.
This calculation error affects eleven pressure test cost estimates:
	Pipeline
	As Filed SCG Labor Cost
	Adjusted SCG Labor Cost
	

	235 East
	 $           7,700 
	 $           75,070 
	 $     67,370 

	317
	 $           7,700 
	 $           31,560 
	 $     23,860 

	1024
	 $           7,700 
	 $           73,500 
	 $     65,800 

	33-121
	 $           7,700 
	 $           29,570 
	 $     21,870 

	36-8-06
	 $           7,700 
	 $           13,730 
	 $       6,030 

	36-1032
	 $           7,700 
	 $           21,630 
	 $     13,930 

	38-528
	 $        15,400 
	 $           28,890 
	 $     13,490 

	41-25
	 $           7,700 
	 $           13,820 
	 $       6,120 

	41-90
	 $           7,700 
	 $           13,600 
	 $       5,900 

	44-1008
	 $        23,100 
	 $           89,840 
	 $     66,740 

	49-15
	 $           7,700 
	 $           14,640 
	 $       6,940 

	Total
	 
	
	 $  298,050 


Since the SCG Labor cost factors into the calculation of Contingency, upon correction of this cell reference error the overall project cost estimate would increase by an amount slightly greater than the difference noted in the table above:

	Pipeline
	As Filed Pressure Test Cost Estimate
	Adjusted Pressure Test Cost Estimate
	

	235 East
	 $     1,034,800 
	 $     1,122,500 
	 $      87,700 

	317
	 $        440,900 
	 $        471,900 
	 $      31,000 

	1024
	 $     1,012,900 
	 $     1,098,400 
	 $      85,500 

	33-121
	 $        413,700 
	 $        442,200 
	 $      28,500 

	36-8-06
	 $        197,500 
	 $        205,400 
	 $        7,900 

	36-1032
	 $        305,400 
	 $        323,600 
	 $      18,200 

	38-528
	 $        414,500 
	 $        432,000 
	 $      17,500 

	41-25
	 $        198,800 
	 $        206,900 
	 $        8,100 

	41-90
	 $        195,700 
	 $        203,400 
	 $        7,700 

	44-1008
	 $     1,256,500 
	 $     1,343,300 
	 $      86,800 

	49-15
	 $        210,000 
	 $        219,100 
	 $        9,100 

	Total
	 
	
	 $   388,000 


Because the PSEP contains a contingency and is based on estimates that will be updated when the detailed engineering, design, and execution planning is completed, SCG/SDG&E are not proposing to update the cost estimates or amend the PSEP filing in order to correct this minor error as it is within the accuracy of the overall estimate.  The updated estimates produced during the engineering, design, and execution planning phase for each project will be produced based on a defined scope, material quantities, and man-hour estimates.   

QUESTION DRA-TCR-TCAP-PSEP-02-01-04:

Please identify the reasons and explain why Sempra used 1946 as the cut-off date for pipelines in Phase 1B of the Decision Tree.  See Box F of the Decision Tree on page 61 of the Testimony.  Please identify all assessments performed to determine the cut-off date of 1946, and provide a copy of these assessments.

RESPONSE DRA-TCR-TCAP-PSEP-02-01-04:

The 1946 cut-off date is used to identify construction/fabrication threats that are related to obsolete construction practices that were largely phased out of use in the industry after World War II.  Pages 42-44 of our Testimony provide the rationale behind the approach to construction/fabrication threats that are included as part of our PSEP.  Detailed background information is provided the Final Report on Evaluating the Stability of Manufacturing and Construction Defects in Natural Gas Pipelines, April 26, 2007, prepared for the United States Department of Transportation Office of Pipeline Safety by John Kiefner of Kiefner and Associates, with the Assistance of the Natural Gas Association of America.  A copy of the report is provided in Response DRA-DAO-09-03.
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