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 SCGC-TCAP-PSEP-12 Revision 1 061812)
______________________________________________________________________


QUESTION SCGC-TCAP-PSEP-12.1:

12.1. The Comments of Southern California Gas Company and San Diego Gas & Electric Company [on] the Proposed Decision Transferring Consideration of Pipeline Safety [the] Enhancement Plan to the Triennial Cost Allocation Proceeding (“Comments”) at page 4-5 claim that the following excerpt from the Proposed Decision is incorrect:

Pursuant to 49 CFR 192.517, each natural gas transmission system operator must “make, and retain for the useful life of the pipeline, a record of each [pressure] test performed.”  Traceable, verifiable, and complete records are essential for pipeline subject to the pressure test exception found in 192.619(c) which bases MAOP calculations on recorded “actual operating pressure.”  Therefore, SDG&E and SoCalGas were required by federal regulations, which have been adopted by this Commission in GO 112, to maintain their natural gas transmission system pipeline records in accord with the standard set forth in the NTSB directive.

12.1.1. Please identify separately each factual error that SoCalGas/SDG&E believe is in the quoted statement.

12.1.2. Please identify and provide the document in which SoCalGas/SDG&E believe the standard “traceable, verifiable, and complete” originated.

12.1.3. Please explain in detail what SoCalGas/SDG&E believe is required by the standard “traceable, verifiable, and complete.”

12.1.4. Please state in detail the standard for records retention that SoCalGas/SDG&E believe is set forth in 49 CFR 192.517.

12.1.5. Please state in detail the standard for records retention that SoCalGas/SDG&E believe is set forth in CPUC General Order 112.

12.1.6. Please explain in detail how the standard identified in the answer to the previous question differs from the standard “traceable, verifiable, and complete.”

12.1.7. What changes, if any, in record keeping procedures, systems, or facilities would SoCalGas/SDG&E be required to make in order to maintain the data required by 49 CFR 192.517 under the standard “traceable, verifiable, and complete?”
12.1.8. Please provide a copy of the November 23, 2011 NTSB letter to the AGA and the June 14, 2011 letter from the AGA to the NTSB that are cited in footnote 4 to the Comments.

QUESTION SCGC-TCAP-PSEP-12.1:
12.1.9. The text quoted above appears to link two separate and unrelated quotes from record content to leap to an inference about comprehensive data quality requirements for all records related to a pipeline.  49 CFR 192.517 discusses retaining records of pressure tests.  49 CFR 192.619(c) in particular discusses how an operator without records of pressure tests may establish the MAOP for a pipeline based on the maximum operating pressure that occurred in a particular period of time.  Neither paragraph discusses records for any kind of data other than pressure.  For example, neither provision discusses data about the attributes of the pipe.  In fact, the application of each of these two paragraphs requires no knowledge of additional information about the pipe other than the maximum pressure it experienced during certain events and certain periods of time.

Moreover, the quoted text erroneously asserts that federal regulations require operators to maintain records in accordance with the standard set forth in the January 3, 2011 National Transportation Safety Board (NTSB) safety recommendations issued to Pacific Gas and Electric Company(PG&E).  This is in error for the following reasons:

· There is no linkage between the cited federal regulations and the NTSB safety recommendations issued to PG&E in January 2011;

· The regulations do not use the same, similar, or synonymous terminology to define requirements for record quality;

· The federal and state regulatory agencies do not define these terms in the many places throughout the regulations where definitions are given, nor are the terms defined in “Frequently Asked Questions” published on their website;

· The Department of Transportation Pipeline and Hazardous Materials Safety Administration (PHMSA only recently issued an Advisory Bulletin that provides a definition of the words “traceable, verifiable, and complete” (ADB-2012-06, Federal Register v.77 n.88, May 7, 2012), nearly a year and a half after NTSB used the terms.  SoCalGas and SDG&E believe this delay is due to the fact that the industry required guidance because, the use of the phrase “traceable, verifiable and complete” in the natural gas industry was new and did not originate with the regulator (i.e. PHMSA is the federal regulator, whereas the term was first used by the NTSB);

· The requirements in 49 CFR 192.517 did not exist prior to 1970 and thus cannot apply retroactively to facilities that existed before then;

· Existing requirements do not necessarily ensure meeting the criteria defining these terms set forth in ADB-2012-06.  For example, the example of what constitutes a “complete” pressure test record in the May 7 Advisory Bulletin lists two pieces of information that are not mentioned as necessary data in 192.517.

· The May 7 Advisory Bulletin states “operators should ensure all records establish confidence” and “the operator may need to conduct other activities…”  The words “should” and “may” are discretionary terms.  While advisory, they are not identical in meaning to “shall” or “must.”

12.1.10. We believe that the terminology “traceable, verifiable, and complete”, as applied to documents related to the design, construction, or operation of a natural gas pipeline, originated with NTSB’s recommendations P-10-2 and P-10-3 to Pacific Gas & Electric, issued on January 3, 2011.  The NTSB’s recommendation in P-10-2 that records “should[as opposed to “shall” or “must”] be traceable, verifiable, and complete” was applied to “all as-built drawings, alignment sheets, and specifications, and all design, construction, inspection, testing, maintenance, and other related records…relating to pipeline system components, such as pipe segments, valves, fittings, and weld seams for Pacific Gas and Electric Company natural gas transmission lines in class 3 and class 4 locations and class 1 and class 2 high consequence areas that have not had a maximum allowable operating pressure established through prior hydrostatic testing.”Both safety recommendations are publicly available on the NTSB website.
12.1.11. As explained in our April 15 Report on Actions Taken in Response to NTSB Recommendations, prior to issuance of ADB-2012-06 on May 7, 2012, SoCalGas and SDG&E believed the term “traceable, verifiable and complete” appeared to require a perfect chain of document custody:

Although NTSB Safety Recommendation P-10-3 authorizes PG&E to “[u]se traceable, verifiable and complete records located by implementation of Safety Recommendation P-10-2 (Urgent) to determine the valid maximum allowable operating pressure, based on the weakest section of the pipeline or component to ensure safe operation,” SoCalGas and SDG&E did not validate the MAOP of any pipeline segments using the approach specified in Safety Recommendation P-10-3.  In order to do so, SoCalGas and SDG&E believe they would need to affirmatively state that no pipeline materials other than those specified and documented in identified records were installed.  That is, records must demonstrate, without fail, that no components of any portion of the pipeline segment were changed subsequent to the date of identified records, effectively requiring a perfect chain of document custody for pipelines that may have been installed over fifty years ago and that have been subject to many different document retention regulatory requirements.
12.1.12.  SoCalGas and SDG&E believe that 192.517 requires retaining records pertaining to tests performed under 192.505 and 192.507 for the useful life of the pipeline, for pipelines that entered service or were tested after the first effective date of those regulations.  SoCalGas and SDG&E believe that the Department of Transportation understands that such a requirement cannot apply retrospectively to a period of time when the regulatory requirement did not exist.
12.1.13. From 1961 to 1970, CPUC General Order 112 required an operator to retain a record of pressure testing for the life of the pipeline.  While the question did not ask about record content, the only specific requirements on test record content in General Order 112 were fluid type and test pressure.  Prior to 1961, there were no statutory requirements on test record retention or record content.

12.1.14. The standards discussed above do not use the terms “traceable, verifiable, and complete”.  .

The 1961 General Order 112 was largely based upon the 1958 ASA B31.8 standard.  Data record requirements were described in B31.8 for only a few situations related to construction of the pipeline, namely: a record of girth weld test method and results (with no retention period specified); and a record of pressure testing stating the test medium and test pressure, to be retained for the useful life of the pipeline.  General Order 112 also included a Chapter VI “Records”.  Paragraph 301.1 stated “The responsibility for the maintenance of necessary records to establish that compliance with these rules has been accomplished rests with the utility.  Such records shall be available for inspection at all times by the Commission or Commission Staff”.  Record content was therefore whatever might be necessary to show that the requirements of B31.8 were complied with.  That could well be extensive but the record content is not specified and standards for traceability, verifiability, or completeness of the records were not given.  What constituted “necessary… to establish compliance with these rules” was therefore subject to interpretation at such time as the records might be examined by Commission Staff.  Paragraph 302 stated “Specifications for material and equipment, installation, testing and fabrication shall be maintained by the utility.”  

General Order 112A in 1964 was largely based upon the 1963 ASA B31.8 standard.  General Order 112B in 1967 was largely based upon the 1967 USAS B31.8 standard.  The record-keeping requirements were the same as the prior B31.8 and General Order 112.  General Order 112C in 1971 adopted 49 CFR 192.  Paragraph 192.243(f) added specific details to the weld inspection record content and extended the retention period to the life of the facility.  Paragraph 192.517 added specific details to the pressure test record content.  These requirements have remained unchanged since 1970.  General Order 112 moved general record requirements to Subpart B, but the language was the same as earlier versions.

The cited regulations address record requirements for narrow purposes.  They do not speak to record content, accuracy, precision, completeness, consistency with other data, traceability, reliability, security, accessibility, or other data attributes for all parts of the pipeline or all processes or activities performed during the design and construction of the pipeline.  Outside of Subpart O requirements for assessing integrity threats affecting pipeline segments in High Consequence Areas, there are few specific requirements in Part 192 that could be construed as invoking these criteria for other types of data.

Absent agreed definitions, the terms “traceable, verifiable, and complete” are vague and open to interpretation, which is why the issuance of ADB-2012-06 on May 7, 2012 was necessary.  It is noted that the description of data elements that make a pressure record complete given in the Advisory Bulletin example are not the same as the data elements required by 192.517.  So compliance with the regulation does not appear to ensure that data meets the test of “traceable, verifiable, and complete” as explained in the Advisory Bulletin.

12.1.15. SoCalGas and SDG&E believe that our current practices and policies provide a solid framework for compliance with the records requirements going forward, however that does not mean that the same standard of data reliability can be feasibly achieved retroactively, and particularly prior to 1961.
12.1.8 
Attached are the requested documents and the link where the documents are posted.    

http://www.aga.org/our-issues/safety/pipleinesafety/Agencynotices/2011/Pages/NTSBresponsetoAGArequestforClarificationonRecommendationsP-10-1throughP-10-4(Nov.aspx.
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QUESTION SCGC-TCAP-PSEP-12.2:

12.2. Page 50 of SoCalGas/SDG&E’s Prepared Testimony states:  “Our proposed plan to test or replace pipeline segments that do not have sufficient documentation of pressure testing to satisfy the requirements of 49 CFR 192.619(a)(b) or (d) prioritizes pipeline segments located in populated areas….”
12.2.1. In determining whether or not a pipeline has sufficient documentation of pressure testing to satisfy the requirements of 49 CFR 192.619(a)(b) or (d), have SoCalGas/SDG&E applied the standard that the companies believe is set forth in 49 CFR 192.517, the NTSB “traceable, verifiable, and complete” standard, or some other standard?

12.2.2. Please describe each item of documentation that SoCalGas/SDG&E believe is required for a pipeline to meet the “sufficient documentation of pressure testing” standard.

12.2.3. For each pipeline identified by SoCalGas and SDG&E has requiring either pressure testing or replacement because of insufficient documentation of pressure testing, please identify the item(s) of documentation (as defined in the previous response) that is (are) missing from the SoCalGas and SDG&E records for the specified pipeline. 

RESPONSE SCGC-TCAP-PSEP-12.2:

12.2.1 As explained on pages 50-51 of our Testimony, SoCalGas and SDG&E prioritized pipelines that do not have sufficient documentation of a strength test to 1.25 x MAOP to be addressed in Phase 1.  The phrase “in accordance with the Commission’s directives in this Rulemaking” includes the Commission’s directive that “all in-service natural gas transmission pipeline in California has been pressure tested in accord with 49 CFR 192.619, excluding subsection 49 CFR 192.619 (c).”
The requirements in 192.517 did not exist prior to 1970 and thus cannot apply retroactively to facilities that existed before then.  Similarly, the NTSB phrase “traceable, verifiable and complete” was first used on January 3, 2011 and only with respect to a safety recommendation to PG&E.  Therefore SoCalGas and SDG&E used the criterion set forth above, which is based on engineering principles and can be applied equally to pipelines installed at different times and subject to different recordkeeping requirement. 
12.2.2 Section II.A.1 of the testimony describes one key element of the PSEP as “a plan to test or replace all pipeline segments that do not have sufficient documentation of pressure testing to satisfy the requirements of 49 CFR 192.619(a)(b) or (d).”  In this context, sufficient documentation can be described as records that include all elements required by the cited regulation.  

Section IV.D of the testimony explains that in Phase 1A, SoCalGas and SDG&E prioritize those transmission pipeline segments in populated areas that do not have sufficient documentation to validate a post-construction pressure test of at least 1.25 x MAOP.  In this context, sufficient documentation can be described as at least two corroborating documents demonstrating that a 1.25 x MAOP pressure test was performed or one primary document such as a Design Data, Test Chart or Hydrotest Log.  
12.2.3 SoCalGas and SDG&E object to this request under Rule 10.1 of the Commission's Rules of Practice and Procedure on the grounds that the burden and expense of the request clearly outweighs the likelihood that the information sought will lead to the discovery of admissible evidence.  Subject to, and without waiving this objection, SoCalGas and SDG&E respond as follows:

The need to separately group all segments with similar documentation histories was not deemed critical at the time of the records review, and as a result, responsive data is not compiled in any systematic fashion or available for reporting in the manner requested.  Examples of incomplete documentation may include: test charts that do not reference a work order or location and hydro test logs that do not reference the work order or the location, pressure, duration or medium.

QUESTION SCGC-TCAP-PSEP-12.3:
12.3. In SoCalGas/SDG&E’s January 13, 2012 Comments in Response to the ACR and Supplement to Request for Memorandum Account, Attachment B, SoCalGas identifies a 2011 cost of $5,844,000 in records review expense and SDG&E identifies a 2011 cost of $717,000 in records review expense.
12.3.1. Please describe in detail the activities that each company undertook during 2011 that constitutes “Records Review”—“Validation of existing MAOP’s pursuant to Resolution L-410. 

12.3.2. For each company, please breakdown the 2011 costs into direct labor, indirect labor (that is, payroll taxes, incremental benefits costs, other), outside services, and incremental overhead.

12.3.3. Please breakdown the direct labor cost into the following categories: engineering, regulatory, legal, senior executive, clerical, and other (specify).

RESPONSE SCGC-TCAP-PSEP-12.3:

12.3.1  As stated on page 6 of our April 15, 2011 Report on Actions Taken in Response to NTSB Safety Recommendations:
SoCalGas and SDG&E scrutinized the records for each of the roughly 4,000 pipeline segments that make up the 1,622 Criteria Miles to identify

all work orders that support the segmentation of the pipeline by diameter, grade, and wall thickness. Each work order was reviewed to determine if post-construction strength test records validated at least a 1.25 MAOP safety margin.
In 2011, this effort focused on a second document review of the Category 4 criteria miles and on the remaining non-high consequence area (HCA) segments in Class 1 and 2 locations.

12.3.2  (REVISED):  The costs shown in Appendix B are only the DIRECT costs related to the activities identified.  The amounts shown do not include the associated loaders/overheads.  The table below provides the breakdown for incremental direct internal labor and non-labor outside professional service costs required for conducting the records review during 2011.  

2011 O&M Direct Costs for Records Research

(Thousands of Dollars of Year)

	
	SCG
	
	SDGE

	
	Labor
	Non-labor
	Total
	
	Labor
	Non-labor
	Total

	2011
	646
	5198
	5844
	
	235
	482
	717


All costs for records review expenses in 2011 are non-labor costs for outside services.

12.3.3  See Response SCGC-TCAP-PSEP-12.3.2.
QUESTION SCGC-TCAP-PSEP-12.4:

12.4. In SoCalGas/SDG&E’s January 13, 2012 Comments in Response to the ACR and Supplement to Request for Memorandum Account, Attachment B, SoCalGas identifies a 2012 cost of $4,400,000 in records review expense and SDG&E identifies a 2012 cost of $570,000 in records review expense.
12.4.1. Please describe in detail the activities that each company undertook during first quarter of 2012 and the activities that each company forecasts to be completed during the remaining three quarters of 2012 that constitutes “Records Review”—“Validation of existing MAOP’s pursuant to Resolution L-410. 

12.4.2. For each company, please breakdown the 2012 recorded and forecasted costs into direct labor, indirect labor (that is, payroll taxes, incremental benefits costs, other), outside services, and incremental overhead.

12.4.3. Please breakdown the recorded and forecasted direct labor cost into the following categories: engineering, regulatory, legal, senior executive, clerical, and other (specify).

RESPONSE SCGC-TCAP-PSEP-12.4:

12.4.1  In 2012, the effort described in Response 12.3.1 continues with respect to the remaining non-HCA segments in Class 1 and 2 locations.
12.4.2   (REVISED): The costs shown in Appendix B are only the DIRECT costs related to the activities identified.  The amounts shown do not include associated loaders/overheads.  The table below provides the breakdown for incremental direct internal labor and non-labor outside professional service costs required for conducting the records review during 2012.  

2012 O&M Direct Costs for Records Research

(Thousands of Dollars of Year)

	
	SCG
	
	SDGE

	
	Labor
	Non-labor
	Total
	
	Labor
	Non-labor
	Total

	YTD May 2012
	245
	1,340
	1,585
	
	80
	24
	104

	2012 Est. Annual
	0
	4,400
	4,400
	
	0
	550
	550


All costs for records review expenses in 2012 are non-labor costs for outside services.
12.4.3  See Response SCGC-TCAP-PSEP-12.4.2.
QUESTION SCGC-TCAP-PSEP-12.5:
12.5. In SoCalGas/SDG&E’s January 13, 2012 Comments in Response to the ACR and Supplement to Request for Memorandum Account, Attachment A at pages 1-3, SoCalGas/SDG&E develop estimated loaded and escalated capital and O&M spend for months 1-12 for each company.  
12.5.1. Please describe in detail each element of the capital and O&M loaders that SoCalGas/SDG&E used in developing its figures.

12.5.2. Please provide each capital and O&M loader in percentage terms and state whether it applies to capital or O&M costs.

12.5.3. Please explain in detail whether each of the loaders meets the criterion for overhead costs stated in Footnote 4 of D.12-04-021, which states:  “Incremental costs may only include overhead costs not already included in the revenue requirement adopted in the most recent general rate case.”

RESPONSE SCGC-TCAP-PSEP-12.5.1:

The following overheads are the Capital and O&M loaders that SoCalGas/SDG&E used in developing its figures in the abovementioned Attachment A at pages 1-3:
Labor Overheads - Each new employee hired would include additional labor overheads, such as payroll tax, vacation and sick pay, employee benefits etc.  
Payroll Taxes:  The Payroll Tax overhead is used to allocate the employer portion of payroll taxes associated with employee labor. The cost driver for the Payroll Tax pool is labor and the overhead rate is applied to labor costs.

Vacation and Sick Time:  The Vacation & Sick (V&S) overhead is used to allocate non-productive time (Vacations, Holidays, Sick time, Jury Duty, etc…) to all cost objects.  The cost driver for the V&S pool is straight time labor and the rate is applied to labor costs.

Benefits:  The Benefit overhead is used to allocate the various employee benefits costs, such as medical and dental payments, to all cost objects.  The cost driver for the Benefit pool is straight time labor and the rate is applied to labor costs.

RESPONSE SCGC-TCAP-PSEP-12.5.1(continued):
Workers’ Compensation:  The Workers’ Compensation (WC) overhead is used to allocate costs related to workers' compensation payouts, excess liability insurance premiums and administrative costs.  The cost driver for the WC pool is straight time labor and the rate is applied to labor costs. 

Public Liability / Property Damage:  The Public Liability/Property Damage (PLPD)  overhead is used to allocate  payments to third parties for liability and property damage claims submitted to the utility, plus the cost of excess insurance premiums and the related administrative costs.  The cost driver for the PLPD pool is straight time labor and the rate is applied to labor costs.  

Incentive Compensation Plan:  The Incentive Compensation Plan (ICP) Overhead allocates the performance-based, non-guaranteed, incentive compensation plan costs paid to utility employees based on company and individual employee performance as compared to pre-established financial and operational goals.  The cost driver for the ICP pool is the straight time labor costs of Management and Associate employees and the rate is applied to Management and Associate labor costs. 

Non-Labor Overheads:

Purchased Services and Materials:  The purchasing overhead is used to allocate the costs related to the utility’s procurement activity in obtaining goods and services for the utility’s organizations.  The purchasing pool will load overheads to any object that has contract labor, contract services, and purchases.  Purchasing is a company-wide loader that is driven by all purchased services and purchased materials.  In order to maintain a consistent level of service provided by the procurement department, any incremental purchased materials and services would result in an increase in procurement department expenses.   

Administrative and General:  The Administrative and General (A&G)  overhead is used to allocate the administrative and general costs for departments that support capital jobs, such as Accounting and Human Resources. The cost driver for the A&G pool is the total direct costs and the rate is applied to the project’s capital direct costs.  In order to maintain a consistent level of service provided by the A&G departments, any incremental project costs would result in an increase in A&G expenses.

RESPONSE SCGC-TCAP-PSEP-12.5.2:

See Workpaper WP-X-1-2.
RESPONSE SCGC-TCAP-PSEP-12.5.3:

The overheads presented in responses 12.5.1 and 12.5.2 are consistent with SoCalGas and SDG&E’s interpretations of incremental overheads used in filing applications for the recovery of costs.  Overhead costs are expenses that indirectly support the business operations of the utilities. These costs are driven by certain direct costs (i.e., cost drivers).  As the direct costs change, the associated overheads will change accordingly.  For example, as SoCalGas and SDG&E add internal company labor to implement the Proposed Pipeline Safety Enhancement Plan, associated labor overhead costs, such as payroll taxes and benefits costs, will increase.   Response 12.5.1 describes the cost drivers of the overhead loaders that SoCalGas/SDG&E used in developing its figures in the abovementioned Attachment A at pages 1-3.  These overheads will change according to the change in their cost drivers and, therefore, are considered as incremental and are not included to the revenue requirement adopted in SoCalGas and SDG&E’s most recent general rate cases. 

QUESTION SCGC-TCAP-PSEP-12.6:
12.6. Regarding the list of pipeline projects included in SoCalGas/SDG&E’s January 13, 2012 Comments in Response to the ACR and Supplement to Request for Memorandum Account, Attachment A at pages 4-7:

12.6.1. Do the tables include all of the pipeline pressure testing and/or replacement projects proposed by the companies in their PSEP?

12.6.2. If the answer to the previous question is “no,” please provide a similar list containing the remainder of the pipeline pressure testing and/or replacement projects.

12.6.3. Please provide an Excel version of the tables presented at pages 4-7 and any additional tables provided in response to the previous question.

12.6.4. Do the companies expect to complete each of these projects to the extent noted in the “Notes/Basis” column during the one year memorandum account period?

12.6.5. If the “Notes/Basis” column indicates “100% of total estimated cost” does this mean that the project is expected to be completed during the one year memorandum account period?

12.6.6. If the answer to the previous question is “yes,” why doesn’t the cost estimate include the cost of repairs?  For example, referring to Line 1024 (priority 20), which is listed as 100% complete.  SoCalGas’ workpapers show a $50,000 estimate repair cost for the hydrotesting work.

12.6.6.1. Why isn’t the repair cost listed in the table in Attachment A?

12.6.6.2. Would the repair work be considered capital or O&M?  

12.6.6.3. Please explain the answer to the previous question.

12.6.7. If the “Notes/Basis” column indicating “100% of total estimated cost” does not mean that the project is expected to be completed during the one year memorandum account period, please describe the expected degree of completion for the project.

12.6.8. Why do the following projects in the list have no cost data associated with them?  SoCalGas list priorities 19, 23, 28, 33, 34, 36, 39, 43, 47, 53,63, 65-67, 74-77, 84-85, 88-89, 91-93, 95, 100-110, 112, 115-120,122-130, 132, 134-172.  SDG&E list priorities 3, 11, 13, 16-17.  

12.6.9. In estimating these project timelines, how much time is SoCalGas assuming the engineering/design and permitting to require?  Please respond separately for each project listed in the table.

12.6.10. When SoCalGas/SDG&E complete the engineering/design phase of a given project, how much uncertainty is expected in the resulting cost estimate?

RESPONSE SCGC-TCAP-PSEP-12.6:

12.6.1. Attachment A to the Supplement to Request for Memorandum Account lists all the pipeline pressure testing and replacement projects proposed for SoCalGas (pages 4 – 7) and SDG&E (page 8) in Phase 1A of the PSEP.  However, not all projects have costs proposed to be expensed prior to the issuance of a final decision on the PSEP.
12.6.2. N/A

12.6.3. 
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12.6.4. The “Notes/Basis” column provides the estimated extent to which each project will be addressed in the assumed one-year period between the granting of the Memo Account (first quarter 2012) and final PSEP approval (first quarter 2013).  The estimated scope identified in the “Notes/Basis” column provides the basis for the costs included in the table.  As stated on page 6 of SoCalGas/SDG&E’s January 13, 2012 Comments in Response to the ACR and Supplement to Request for Memorandum Account,

Consistent with the Commission’s direction in D.11-06-017 to propose a timeline that is “as soon as practicable,” SoCalGas and SDG&E propose an aspirational scope of work in Attachment A that is ambitious, with the understanding that it may be infeasible to complete the entire scope of proposed work during the one year timeframe and/or within the scope of estimated costs if significant unforeseen implementation challenges arise.
12.6.5. Projects for which the “Notes/Basis” column indicates “100% of total estimated cost” are anticipated to be completed during the one year memorandum account period.  This determination may be adjusted based on information learned and circumstances encountered during the engineering, design, and execution planning phase of each project.

12.6.6. The allowance included in the PSEP filing for post pressure test repairs should have been included in the total cost identified in Attachment A for pressure test projects indicated to be 100% complete during the memorandum account period.  The omission of these costs was an oversight.  Along with Line 1024, Lines 235 East, 317, and 41-90 should have had costs included for the post pressure test repair allowance.  Each project has $50,000 estimated in the filing for post pressure test repair work.  This $200,000 in total that was inadvertently omitted is a small percentage of the $23 million in O&M direct costs included in Attachment A of the Supplement to Request for Memorandum Account and within the accuracy of the cost estimates.   

12.6.6.1. See Response SCGC-TCAP-PSEP-12.6.6

12.6.6.2. Post pressure test repairs have been characterized in the PSEP filing as O&M costs.  Whether the repair is actually considered a capital or O&M expense will depend on the type of repair needed.  Reference Response DRA-PZS-7-03 for a discussion on circumstances in which a repair is considered capital or O&M.

12.6.6.3. See Response SCGC-TCAP-PSEP-12.6.6.2

12.6.7. See Response SCGC-TCAP-PSEP-12.6.5

12.6.8. Projects with no cost data listed in the tables are either not anticipated to be addressed during the one-year interim period or do not have costs as part of the PSEP filing.

12.6.9. The estimated time needed for engineering, design, and permitting activities for each project listed in Attachment A is not available at this time.  The development of the schedule for activities such as engineering, design, permitting, construction, etc. will be one of the main early objectives of the memorandum account period.  Such a schedule would require further scope definition for each project and also needs to consider a number of factors, including impacts to customers, system capacity requirements, coordination with other projects, etc., which have not yet been fully analyzed.  The comments in the Notes/Basis column of Attachment A represent a high level estimate of the amount of work that may be completed for each project, consistent with our approach to propose an ambitious timeline for executing the PSEP.  

12.6.10. At this early stage in the development of the PSEP and the execution strategy, it is reasonable to anticipate that a Class 3 estimate (per the Association for the Advancement of Cost Engineering) will be developed by the time the engineering/design phase of a project has concluded.  This type of estimate will generally have an accuracy range of -10% to -20% on the low side and +10% to +30% on the high side.

QUESTION SCGC-TCAP-PSEP-12.7:
12.7. In its response to DRA-DAO-16, Q.16-4, SoCalGas/SDG&E state:

The total transmission pipeline mileage for SoCalGas and SDG&E can fluctuate.  If, for example, pipeline pressures are lowered or segments are replaced with greater wall thickness, it is possible that the operating stress of the line can transition from being over 20% SMYS to being under 20% SMYS.  This transition would change the designation of the pipeline from transmission to distribution (per DOT definitions).  Fluctuations from year to year are not expected to be significant.

12.7.1. Do SoCalGas and SDG&E’s high pressure distribution pipelines operate over 20% SMYS?

12.7.2. If the answer to the previous question is “yes,” does the reference to the re-designation of pipelines from transmission to distribution refer to medium pressure distribution pipelines?  Please explain.

RESPONSE SCGC-TCAP-PSEP-12.7:

12.7.1. No.

12.7.2. N/A
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		* Estimates represent Direct Costs, Unloaded, Unescalated, 2011 $'s





		Pipeline		PSEP Filing Priority		Cost Estimate Capital		Cost Estimate O&M		Notes/Basis

		2000		1		$   - 0		$   16,301,070		25% of total estimated cost

		2001 East		2		$   - 0		$   154,170		50% eng/des + 25% internal labor

		2001 West		3		$   - 0		$   1,107,300		50% eng/des + 25% internal labor

		1005		4		$   - 0		$   62,205		50% eng/des + 25% internal labor

		235 East		5		$   - 0		$   1,034,800		100% of total estimated cost

		2003		6		$   - 0		$   454,950		50% eng/des + 25% internal labor

		407		7		$   - 0		$   129,150		50% eng/des + 25% internal labor

		4000		8		$   - 0		$   102,780		50% eng/des + 25% internal labor

		406		9		$   - 0		$   257,040		50% eng/des + 25% internal labor

		235 West		10		$   - 0		$   70,005		50% eng/des + 25% internal labor

		1013		11		$   - 0		$   66,300		50% eng/des + 25% internal labor

		1015		12		$   2,319,690		$   - 0		50% eng/des + 25% internal labor

		1004		13		$   - 0		$   143,280		50% eng/des + 25% internal labor

		404		14		$   - 0		$   342,180		50% eng/des + 25% internal labor

		44-137		15		$   253,470		$   - 0		50% eng/des + 25% internal labor

		2000-0.18-X02		16		$   17,160		$   - 0		50% eng/des + 25% internal labor

		1020		17		$   - 0		$   120,690		50% eng/des + 25% internal labor

		1014		18		$   271,570		$   - 0		100% of total estimated cost

		1018		19		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		1024		20		$   - 0		$   1,012,830		100% of total estimated cost

		247		21		$   456,040		$   - 0		100% of total estimated cost

		43-121		22		$   988,290		$   - 0		50% eng/des + 25% internal labor

		2000-0.18-BO		23		$   - 0		$   - 0

		33-120 		24		$   441,900		$   - 0		50% eng/des + 25% internal labor

		45-120		25		$   950,490		$   - 0		50% eng/des + 25% internal labor

		32-21		26		$   3,842,292		$   - 0		10% of total estimated cost

		41-6000-2		27		$   2,706,438		$   - 0		Line 6914 extension must be constructed prior to the abandonment of 41-6000-2;
Estimate includes allowance for 30% of eng/des + 25% internal labor

		1003		28		$   - 0		$   - 0

		36-9-09 North		29		$   2,533,410		$   - 0		50% eng/des + 25% internal labor

		36-9-06		30		$   1,234,440		$   - 0		50% eng/des + 25% internal labor

		36-9-06 A		31		$   637,376		$   - 0		50% eng/des + 25% internal labor

		37-18-K		32		$   768,450		$   - 0		50% eng/des + 25% internal labor

		1025		33		$   - 0		$   - 0

		765BR4		34		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		408XO1		35		$   225,420		$   - 0		100% of total estimated cost

		1011		36		$   - 0		$   - 0

		1171LT2		37		$   274,690		$   - 0		100% of total estimated cost

		36-37		38		$   464,100		$   - 0		100% of total estimated cost

		35-39		39		$   - 0		$   - 0		To be abandoned

		42-66-1		40		$   287,820		$   - 0		100% of total estimated cost

		42-66-2		41		$   232,960		$   - 0		100% of total estimated cost

		30-6200		42		$   177,450		$   - 0		75% of total estimated cost

		2000-0.18-XO1		43		$   - 0		$   - 0

		35-20		44		$   170,730		$   - 0		50% eng/des + 25% internal labor

		37-18		45		$   900,570		$   - 0		50% eng/des + 25% internal labor

		37-18-F		46		$   485,730		$   - 0		50% eng/des + 25% internal labor

		30-18		47		$   - 0		$   - 0

		3000-261.73-BO		48		$   147,680		$   - 0		100% of total estimated cost

		3000-261.73-BR		49		$   158,990		$   - 0		100% of total estimated cost

		44-654		50		$   163,930		$   - 0		100% of total estimated cost

		37-49		51		$   5,810,400		$   - 0		100% of total estimated cost

		31-09		52		$   1,812,480		$   - 0		50% eng/des + 25% internal labor

		37-07		53		$   - 0		$   - 0

		45-163 		54		$   208,230		$   - 0		50% eng/des + 25% internal labor

		43-34		55		$   3,116,940		$   - 0		25% of total estimated cost

		41-19		56		$   65,650		$   - 0		100% eng/des + 50% internal labor + 100% materials

		1171LT1BP2		57		$   309,010		$   - 0		100% of total estimated cost

		43-1106		58		$   751,725		$   - 0		90% of total estimated cost

		33-121		59		$   341,868		$   - 0		100% eng/des + 50% internal labor + 75% materials

		33-121		60		$   - 0		$   24,245		100% eng/des + 50% internal labor

		36-1006		61		$   1,677,728		$   - 0		80% of total estimated cost

		42-46		62		$   363,720		$   - 0		50% eng/des + 25% internal labor

		41-6001-2		63		$   - 0		$   - 0

		36-1032		64		$   362,550		$   - 0		50% eng/des + 25% internal labor

		38-514		65		$   - 0		$   - 0

		37-04		66		$   - 0		$   - 0

		53		67		$   - 0		$   - 0

		41-199		68		$   154,180		$   - 0		100% of total estimated cost

		1172BP3		69		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		1172BP2ST4		70		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		35-20-A		71		$   316,200		$   - 0		50% eng/des + 25% internal labor

		35-10		72		$   741,270		$   - 0		50% eng/des + 25% internal labor

		1172 ID 2313 2		73		$   231,660		$   - 0		100% of total estimated cost

		1017BR4		74		$   - 0		$   - 0

		1017BR5		75		$   - 0		$   - 0

		1017BR6		76		$   - 0		$   - 0

		1017BR7		77		$   - 0		$   - 0

		317		78		$   - 0		$   440,830		100% of total estimated cost

		35-6416		79		$   666,900		$   - 0		100% of total estimated cost

		41-30-A		80		$   162,760		$   - 0		100% eng/des + 50% internal labor + 50% materials

		41-25-A		81		$   1,025,760		$   - 0		50% eng/des + 25% internal labor

		41-30		82		$   1,002,330		$   - 0		50% eng/des + 25% internal labor

		41-90		83		$   - 0		$   195,650		100% of total estimated cost

		30-02		84		$   - 0		$   - 0

		30-02-U		85		$   - 0		$   - 0

		38-200		86		$   156,033		$   - 0		100% eng/des + 50% internal labor + 75% materials

		45-120X01		87		$   14,625		$   - 0		50% eng/des + 25% internal labor

		32-90		88		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		38-501		89		$   - 0		$   - 0

		41-80		90		$   472,140		$   - 0		100% eng/des + 50% internal labor 

		1017BP1		91		$   - 0		$   - 0

		1017BP2		92		$   - 0		$   - 0

		1017BP3		93		$   - 0		$   - 0

		35-22		94		$   77,870		$   - 0		50% eng/des + 25% internal labor

		35-6405		95		$   - 0		$   - 0

		36-1002		96		$   143,260		$   - 0		100% eng/des + 50% internal labor + 50% materials

		41-84		97		$   445,620		$   - 0		100% eng/des + 50% internal labor

		41-84-A		98		$   684,099		$   - 0		90% of total estimated cost

		44-687		99		$   569,888		$   - 0		75% of total estimated cost

		41-04ST1		100		$   - 0		$   - 0		To be abandoned

		36-8-01		101		$   - 0		$   - 0

		42-57		102		$   - 0		$   - 0

		765-8.24-BO		103		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		765-8.24-BR		104		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		38-351		105		$   - 0		$   - 0

		38-512		106		$   - 0		$   - 0

		44-1008		107		$   - 0		$   - 0

		41-128		108		$   - 0		$   - 0

		41-181		109		$   - 0		$   - 0

		8107		110		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		42-46-F		111		$   169,170		$   - 0		50% eng/des + 25% internal labor

		38-516		112		$   - 0		$   - 0

		35-20-N		113		$   175,370		$   - 0		100% of total estimated cost

		30-32		114		$   457,710		$   - 0		50% eng/des + 25% internal labor

		1172 ID 2313 1		115		$   - 0		$   - 0

		1172 ID 2313 3		116		$   - 0		$   - 0

		775BO1		117		$   - 0		$   - 0

		775		118		$   - 0		$   - 0

		30-6292		119		$   - 0		$   - 0

		36-6588		120		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		41-04-I		121		$   169,390		$   - 0		100% eng/des + 50% internal labor

		36-1001		122		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		38-539		124		$   - 0		$   - 0

		38-959		125		$   - 0		$   - 0

		36-9-21		126		$   - 0		$   - 0

		38-528		127		$   - 0		$   - 0

		30-6799BR1		128		$   - 0		$   - 0

		30-6799		129		$   - 0		$   - 0

		41-25		130		$   - 0		$   - 0

		41-17-F		131		$   202,150		$   - 0		100% of total estimated cost

		44-720		132		$   - 0		$   - 0

		41-17		133		$   948,780		$   - 0		100% eng/des + 50% internal labor

		36-9-21BR1		134		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		36-1032		135		$   - 0		$   - 0

		36-9-21		136		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		41-198		137		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		41-201		138		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		36-7-04		139		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		41-05		140		$   - 0		$   - 0

		41-05-A		141		$   - 0		$   - 0

		41-116		142		$   - 0		$   - 0

		41-116BP1		143		$   - 0		$   - 0

		41-35-1-KST2		144		$   - 0		$   - 0		To be abandoned

		169		145		$   - 0		$   - 0

		38-508		146		$   - 0		$   - 0

		38-523		147		$   - 0		$   - 0

		36-8-01-C		148		$   - 0		$   - 0

		35-20-A1		149		$   - 0		$   - 0

		30-09-A		150		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		35-40		151		$   - 0		$   - 0

		38-552		152		$   - 0		$   - 0

		1003LT2		153		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		37-18-J		154		$   - 0		$   - 0

		41-55		155		$   - 0		$   - 0

		30-6543		156		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		35-6520		157		$   - 0		$   - 0

		37-6180		158		$   - 0		$   - 0

		41-17-A2		159		$   - 0		$   - 0

		41-17-FST1		160		$   - 0		$   - 0

		41-101		161		$   - 0		$   - 0

		36-8-06		162		$   - 0		$   - 0

		1172BP2ST3		163		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		30-6209		164		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		41-83		165		$   - 0		$   - 0

		1172BP2ST1		166		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		1172BP2ST2		167		$   - 0		$   - 0

		41-117		168		$   - 0		$   - 0

		42-12		169		$   - 0		$   - 0

		41-6045		170		$   - 0		$   - 0

		6100		171		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		41-141		172		$   - 0		$   - 0

		All				$   - 0		$   600,000		50% of estimated storage hydrotest scope; Storage scope contains numerous interlinking pipelines, and as such individual priorities are not assigned

		36-8-06		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		36-9-06 F		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		35-6405BR1		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		37-15		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		5009		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		1005 ID805-T		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		1019BP1		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		1170 ID502-T 1		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		1171 ID567-P 13		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		1230-A		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		1230-B		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		2002 ID465-T 2		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		2002 ID465-T 3		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		2007 ID629-T2		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		3000 East		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A

		765ST2		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A
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		* Estimates represent Direct Costs, Unloaded, Unescalated, 2011 $'s

		Pipeline		PSEP Filing Priority		Cost Estimate Capital		Cost Estimate O&M		Notes/Basis

		49-28		1		$   962,340		$   - 0		50% eng/des + 25% internal labor

		49-17		2		$   1,078,290		$   - 0		50% eng/des + 25% internal labor

		49-19		3		$   - 0		$   - 0		Scope being addressed independent of PSEP

		49-25		4		$   491,340		$   - 0		50% eng/des + 25% internal labor

		49-32		5		$   117,585		$   - 0		100% eng/des + 50% internal labor + 100% materials

		49-16		6		$   2,002,020		$   - 0		50% eng/des + 25% internal labor

		49-11		7		$   100,848		$   - 0		50% eng/des + 25% internal labor

		49-18		8		$   902,760		$   - 0		25% eng/des + 15% internal labor

		1600		9		$   1,239,504		$   - 0		10% of eng/des + 10% internal labor

		49-26		10		$   562,620		$   - 0		50% eng/des + 25% internal labor

		49-20		11		$   - 0		$   - 0		Scope being addressed independent of PSEP

		49-27		12		$   141,726		$   - 0		25% eng/des + 15% internal labor

		49-18		13		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		49-14		14		$   215,478		$   - 0		25% eng/des + 15% internal labor

		49-15		15		$   566,292		$   - 0		25% eng/des + 15% internal labor

		49-22		16		$   - 0		$   - 0		To be abandoned

		49-32		17		$   - 0		$   - 0		Costs for post-1970 segments are not included in the PSEP

		49-13		18		$   381,204		$   - 0		25% eng/des + 15% internal labor

		3010		N/A		$   - 0		$   - 0		Scope no longer in Phase 1A
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