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 TURN-TCAP-PSEP-08)
______________________________________________________________________


GENERAL OBJECTIONS:
A. Southern California Gas Company (SoCalGas) and San Diego Gas & Electric Company (SDG&E) object to each question to the extent that it seeks information protected by the attorney-client privilege, the attorney work product doctrine, or any other applicable privilege or evidentiary doctrine. No information protected by such privileges or evidentiary doctrines will be knowingly disclosed.
B. SoCalGas and SDG&E object to each question to the extent it would require them to search for matters of public record in CPUC or other regulatory proceedings (decisions, orders, testimony, transcripts, etc.).  This information is equally available to TURN.

QUESTION TURN-TCAP-PSEP-08-01:
1. The response to TURN Data Request 4, question 4(a), stated:

SoCalGas/SDG&E are currently in the process of developing the criteria that will be used to determine whether a pipeline should be replaced or whether it can be taken out of service for pressure testing with manageable customer impacts.  It is anticipated that this criteria will be included in rebuttal testimony.

a) Other than the Manageable Customer Impacts described at page 3, lines 7-11 of Mr. Phillips’s testimony, please identify by page and line number each location in the rebuttal testimony that sets forth, in part or in whole, “the criteria that will be used to determine whether a pipeline should be replaced or whether it can be taken out of service for pressure testing with manageable customer impacts.”

b) Please identify and briefly describe each criterion that SoCalGas and SDG&E considered but ultimately opted not to use to determine “whether a pipeline should be replaced or whether it can be taken out of service for pressure testing with manageable customer impacts.”  If it would be unduly burdensome to identify and describe each such criterion, please identify the five that SoCalGas and SDG&E believe best represent the criteria that were considered but ultimately not used.

c) Please describe in detail the process by which SoCalGas and SDG&E developed and adopted the criteria for determining “whether a pipeline should be replaced or whether it can be taken out of service for pressure testing with manageable customer impacts.”

d) Please identify by name and job title each individual for SoCalGas and SDG&E who was involved in the process of identifying potential criteria for determining “whether a pipeline should be replaced or whether it can be taken out of service for pressure testing with manageable customer impacts.”

e) Please provide all documents from the process of identifying potential criteria for determining “whether a pipeline should be replaced or whether it can be taken out of service for pressure testing with manageable customer impacts.”

f) Please identify by name and job title each individual for SoCalGas and SDG&E who was involved in the selection of the criteria for determining “whether a pipeline should be replaced or whether it can be taken out of service for pressure testing with manageable customer impacts.”
g) Please provide all documents from the process of selecting criteria for determining “whether a pipeline should be replaced or whether it can be taken out of service for pressure testing with manageable customer impacts.”

RESPONSE TURN-TCAP-PSEP-08-01:
a) Rather than present a rigid set of criteria to define the test or replace decision making process, SoCalGas and SDG&E have outlined several guidelines that provide direction while maintaining flexibility until more experience is gained as program execution progresses.  As stated in the Rebuttal testimony, “at this early stage, it is unwise to create an overly prescriptive approach to the decision to test or replace a pipeline segment”.
The following locations in Chapter 8 of the Rebuttal testimony address the proposed process for determining when replacement or pressure testing will be pursued: 
Page 3, lines 12-16 – Alternatives to maintaining service
Page 3, lines 17-21 – Replacement Decision Tree
Page 3, line 21-Page 4, line 2 – Engineering Advisory Board

Page 8, Figure 1 – Replacement Decision Tree

Page 8, line 6-Page 9, line 4 – Replacement Decision Tree

Page 9, lines 6-19 – Mitigating Customer Impacts

Page 9, line 18-Page 14, line 12 – Engineering review

Page 14, line 19-Page 15, line 2 – Engineering Advisory Board
b) SoCalGas and SDG&E contemplated two specific thresholds for when to replace rather than test a pipeline that were not included in our proposed test or replace decision making process:

1) If the estimated cost to pressure test and mitigate the customer impacts exceeded 50% of the estimated cost to replace, or

2) If taking a pipeline out of service resulted in a loss of gas service to a noncore customer for more than 3 days.
As explained in part (a) of this response, SoCalGas and SDG&E opted against proposing these prescriptive thresholds at this early stage in the program.  The underlying principles of performing cost comparisons and cost benefit analyses between test and replace options, as well as working with Non-Core customers to evaluate all options, including service interruptions, for sustaining pipeline outages for pressure testing remain a part of our proposed analysis.
c) In the PSEP filing, pipelines were selected for either replacement or pressure testing per the Decision Tree presented in Figure IV-1, and more specifically based on the estimated ability to take a pipeline segment out of service with manageable customer impacts.  Field personnel most knowledgeable of these pipelines and their inter-relationships were consulted in this effort.  This process is explained in several data request responses (DRA-DAO-07-1, DRA-DAO-18-8, DRA-DAO-22-4, TURN-TCAP-PSEP-04-3) and in Rebuttal testimony (Chapter 8, page 5).
Also in the Rebuttal testimony, SoCalGas/SDG&E present additional detail and guidelines (such as the Replacement Decision Tree, concept of the Engineering Advisory Board, and elements of the engineering review) not contained in the Amended PSEP testimony in order to better explain the pressure test or replace decision process.  These additional guidelines were developed by company personnel with extensive operational experience.

d) Kevin Shea – Project Manager III
Jerry McPherson – Energy Markets Segment Manager

Jeff Horn – Energy Markets Manager

Tuan Nguyen – Commercial/Industrial Markets Manager

Rick Chiapa – Technical Services Manager

Omar Rivera – PSEP Project Manager

Daniel Shapiro – Project Manager II

Scott Clapp – Senior Partner - Gas Transmission Services (GTS)

Beth Musich – Director - Energy Markets and Capacity Products

Rick Phillips – Director - Pipeline Safety Enhancement Program

Sharon Tomkins – Assistant General Counsel

e) None

f) David Buczkowski – Director - Planning and Project Development

Rick Phillips – Director - Pipeline Safety Enhancement Program

Rick Morrow – Vice President - Engineering and Operations Support

g) The effort to select potential criteria to use in the pressure test or replace decision process did not result in any documentation other than the Rebuttal testimony.

QUESTION TURN-TCAP-PSEP-08-02:

At page 14 of Chapter 2 of the Sempra Utilities’ Rebuttal Testimony, W. David Montgomery of NERA states, “The suggestion that such a review be conducted ex-post, however, creates a perception of regulatory opportunism and is economically inefficient.”
a) Please briefly explain the phrase “economically inefficient” as used in the testimony.
b) Please identify and briefly describe each instance known to Mr. Montgomery in which the California Public Utilities Commission’s conduct of an ex-post review has been economically inefficient.
c) Please identify and briefly describe each instance known to Mr. Montgomery in which the California Public Utilities Commission’s conduct of an ex-post review has created a perception of regulatory opportunism.
d) Please identify and briefly describe each instance known to either SDG&E or SoCalGas in which the California Public Utilities Commission’s conduct of an ex-post review has been economically inefficient.
e) Please identify and briefly describe each instance known to either SDG&E or SoCalGas in which the California Public Utilities Commission’s conduct of an ex-post review has created a perception of regulatory opportunism.

RESPONSE TURN-TCAP-PSEP-08-02
a) Economic efficiency can be defined as the method of achieving a given policy that maximizes the social surplus. A policy that is economically inefficient, therefore, is unnecessarily wasteful in achieving a particular goal. In reference to the testimony, the Intervenors’ proposals are a costlier (to utility firms and to consumers) method of achieving the policy measures proposed by the CPUC, and are thus economically inefficient.

b) Dr. Montgomery is generally familiar with ratemaking practices at the CPUC and has been involved in a number of cases before the CPUC.  He did not conduct an in-depth analysis of past proceedings in forming his opinions about intervenor proposals in this case because he addresses the question of whether intervenors’ proposals would create inefficient incentives if adopted by the Commission, not whether past Commission decisions in other cases had inefficient results. His testimony relates to economic incentives and disincentives that would be created by intervenors’ proposals in this particular proceeding alone.

c) Dr. Montgomery is generally familiar with ratemaking practices at the CPUC and has been involved in a number of cases before the CPUC.  He did not conduct an in-depth analysis of past proceedings in forming his opinions about intervenors’ proposals in this case because such an analysis would be irrelevant.  His testimony relates to economic incentives and disincentives that would be created by intervenors’ proposals in this particular proceeding alone.
d) SoCalGas and SDG&E object on the grounds that this request is unreasonably burdensome because it asks the utilities to conduct research to find information that is equally available to TURN.  Without waiving this objection, and subject thereto, SoCalGas and SDG&E respond as follows.  SoCalGas and SDG&E have not conducted an analysis for the information requested by TURN.  For Dr. Montgomery’s views, please see his testimony and response (b) above.

e) SoCalGas and SDG&E object on the grounds that this request is unreasonably burdensome because it asks the utilities to conduct research to find information that is equally available to TURN.  Without waiving this objection, and subject thereto, SoCalGas and SDG&E respond as follows.  SoCalGas and SDG&E have not conducted an analysis for the information requested by TURN.  For Dr. Montgomery’s views, please see his testimony and response (c) above.

QUESTION  TURN-TCAP-PSEP-08-03:

At page 15 of Chapter 2 of the Sempra Utilities’ Rebuttal Testimony, W. David Montgomery of NERA states, “ex-post reviews create an incentive for inefficient expenditure on the part of the utility.”  
a) Please identify the five most recent examples of either SoCalGas or SDG&E being subject to an ex-post review pursuant to Commission regulation of its utility operations.  
b) For each example, please explain how the ex-post review created an incentive for inefficient expenditure on the part of the utility.
c) For each example, please identify each inefficient expenditure on the part of the utility that was due in part or in whole to the ex-post review, as identified by the Commission as a result of its review.  
d) For each example, please identify each inefficient expenditure on the part of the utility that was due in part or in whole to the ex-post review, as identified by the utility, whether or not identified by the Commission as a result of its review.

RESPONSE TURN-TCAP-PSEP-08-03:

a) SoCalGas and SDG&E object on the grounds that this request is unreasonably burdensome because it asks the utilities to conduct research to find information that is equally available to TURN.  Without waiving this objection, and subject thereto, SoCalGas and SDG&E respond as follows.  SoCalGas and SDG&E have not conducted an analysis for the information requested by TURN.

b) See response (a).

c) See response (a).

d) See response (a).
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