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PREPARED DIRECT TESTIMONY 

OF DEBORAH YEE 

ON BEHALF OF SOUTHEW CALIFORNIA GAS COMPANY 

I. Purpose 

The purpose of this exhibit is to summarize Southern California Gas Company's 

(SoCalGas) forecasted expenses, taxes, depreciation, return, and rate base in tables DAY 

- 1 through 9. (See appendix A) The resulting 2008 revenue requirement is 

$1,793,687,000 and is shown on table DAY - 1, Line 3. This table summarizes 2008 Test 

Year revenue and costs at both Present and at Proposed Rates. The revenue at Present 

Rates is the authorized base margin revenues effective as of December 08,2006. 

These expenditures are required to safely provide utility service to customers, to 

maintain adequate system reliability, to provide responsive customer services and to 

comply with governmental regulations and orders applicable to SoCalGas, as discussed 

by various witnesses. SoCalGas also seeks to recover costs for taxes and depreciation 

associated with plant investments. In addition, this request includes revenue necessary to 

compensate investors for their capital investment in the utility. 

[I. Scope 

Accumulated balances for regulatory accounts (balancing, tracking or 

memorandum) included in the testimony of Mr. Steve Rahon are not included in the Test 

Year 2008 revenue requirement described in my testimony. There are no deferred 

revenues included in the Test Year 2008 estimates. Commodity costs for gas are not 

addressed in this filing. 

111. Results of Operations (RO) Summary Tables 

The RO calculation compiles all of the cost estimates put before the Commission 

m this proceeding into an income statement format to estimate the amount of revenue 

needed for SoCalGas to earn an authorized rate of return on its investment. 

This application uses the FERC Uniform System of Accounts in the development 

~f the test year revenue and revenue requirement. All summary of earnings tables and 

;upporting cost tables are presented using FERC accounts. 
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IV. Elements of the RO Calculation 

A. Revenue Requirement 

Total O&M and capital-related costs necessary to support SoCalGas's rate base is 

called a revenue requirement. The revenue requirement is collected in two components: 

miscellaneous revenues, discussed below, and base margin. The base margin portion of 

the revenue requirement is collected in gas transportation service revenues from 

SoCalGas ratepayers. 

B. Miscellaneous Revenues 

Miscellaneous revenues are comprised of fees and revenues collected by 

SoCalGas for the provision of specific products or services from non-rate sources and 

certain revenues returned to the ratepayers pursuant to previous Commission decisions. 

Miscellaneous revenues reduce the amount of gas sales revenues to be collected from 

customers for gas utility services (i.e., base margin). Miscellaneous Revenues are 

sponsored by SoCalGas witness Mr. Ken Deremer. 

C. O&M Expense Estimates 

The operating expense chapters in this application describe the estimating 

methods used and the significant events reflected in forecasts for each expense area. The 

two categories in operating expense category in the RO calculations are labor expense 

and materials and services (also known as non-labor) expense. 

O&M expense forecasts are presented in two sections of the Summary of 

Earnings, Non-Shared Services summarized on line 17 of Table DAY -1 and "Shared 

Services, Net" summarized on line 18 of the same table. Non-Shared Services are 

expenses incurred by SoCalGas and are not subject to a billing. Appendix B shows 

additional detail for each of the Operating and Maintenance (OtM) expense categories 

and provides a reference to determine the responsible SoCalGas witness. Utilizing the 

Appendix B "roadmap" parties can locate the related testimony in the various chapters 

within this request. 

Shared Services are costs incurred by SoCalGas and include a portion that is 

billed to an affiliate or parent. "Shared Services, Net" includes the retained portion of 
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Shared Services costs incurred by SoCalGas as well as the billed in costs from SDG&E. 

Costs have been separated in this manner in order to ensure costs subject to billing are 

properly loaded and allocated. Please see the testimony of Ms. Joan T. Jones and Mr. 

Edward Reyes for more detail on Shared Services costs. 

O&M expense estimates for each category of expense are summarized for 2005 

recorded and 2008 estimated year in constant 2005 dollars. Labor and non-labor 

escalation rates sponsored by SoCalGas witness Mr. Scott S. Wilder were applied to the 

2005 constant dollar estimates to determine the estimated test year O&M expense in 2008 

dollar terms. Certain non-labor O&M expense estimates are not subject to escalation 

rates and are presented in nominal dollars. These costs are referred throughout this 

application as "Non standard escalation" or NSE. Examples of NSE costs are postage 

and certain contractual costs set forth by existing agreements. 

D. Capital-related costs 

Capital-related costs include depreciation, income taxes, ad valorem taxes, and 

return on investment. The driver of these costs is the capital investment in utility rate 

base. Capital investments forecasts are sponsored by various SoCalGas witnesses, and 

the utility rate base total is sponsored by Mr. Garry Yee. 

E. Rate of Return 

The Test Year 2008 at Proposed Rates reflects the current authorized rate of return 

of 8.68% based on 10.82% return on equity. The rate of return for SoCalGas was updated 

in 2003 to reflect the rate of return authorized for SoCalGas as submitted for filing and 

approval in Advice Letter 3 199-A, Supplemental Performance Based Regulation, Market 

Indexed Capital Adjustment mechanism. This supplemental filing was made in 

compliance with Decision 97-07-054. 

V. Recorded Data 

Adjustments have been made to the 2005 O&M data to exclude all revenues and 

expenses that are recovered through separate filing before the Commission or the FERC. 

Examples of excluded costs are Demand Side Management, (DSM), Direct Assistance 

Program (DAP), and California Alternate Rate for Energy (CARE) costs. 
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VI. RO Model Enhancements 

Since the 2004 Cost of Service filing there have been two major modifications 

made to the RO model: 

- Development of automated labor loader cost adjustments for Employee 

Benefits, Incentive Compensation Program, and payroll taxes related 

to direct labor changes and 

- Addition of "Shared Services, Net" costs category in O&M expenses 

representing the retained costs and costs billed from SDG&E as part of 

their shared services billing process. 
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VII. Oualifications of Witness 

My name is Deborah Yee. My business address is 555 W. 5" Street, Los 

Angeles, California, 90013. I am employed by SoCalGas as GRC Financial Analysis 

Manager. 

I received a Bachelor of Science degree in Business Administration from 

California State University, Los Angeles where my area of concentration was 

Accounting. I have been employed by SoCalGas in various positions since 1988. My 

experience includes assignments in General Accounting, Gas Accounting, and Financial 

Planning. 

My current responsibilities include managing the development of the base margin 

revenue requirement for SoCalGas in this filing. I have previously testified before this 

Commission. 

This concludes my prepared direct testimony. 
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Appendix A 
TABLE DAY - 1 

SOUTHERN CALIFORNIA GAS COMPANY 
TEST YEAR 2008 

SUMMARY OF EARNINGS 
(Thousands of Dollars) 

2008 2008 

Line Present Rates Proposed Rates 
N 0. - Description (2008$) (2008$) 
1 Base Margin $ 1,537,275 $ 1,720,532 

2 Miscetlaneous Revenues 73,155 73,155 

3 Revenue Requirement 1,610,430 1,793,687 

O~eratincr and Maintenance Expenses 
Clearing Accounts 
Underground Storage 
Transmission 
Distribution 
Customer Services 
Uncollectibles ('08: 0.26063%) 
Administrative & General 
Franchise Fees ('08: '1.4670%) 

Subtotal (2005$) 

13 0&M Reassignments 
14 Subtotal (2005$) 

15 Labor Escalation Amount 39,606 39,606 
16 Non-Labor Escalation Amount 8,813 8,813 

17 Subtotal (2008$) $ 824,530 $ 827,696 

18 Shared Service, Net 
19 Total O&M Expenses 

20 Depreciation 
21 Taxes on Income 
22 Taxes Other Than on Income 
23 Total Operating Expenses 

24 Return 
25 Rate Base 
26 Rate of Return 

Derivation of Base Margin 
O&M Expenses (Line 19) 1,015,657 1,018,823 
Depreciation (Line 20) 31 5,991 31 5,991 
Taxes (Line 21 +22) 132,681 21 1,606 
Return (Line 24) 146,101 247,267 

Revenue Requirement 1,610,430 1,793,687 
Less: Miscellaneous Revenues (Line 2) 73,155 73,155 

Base Margin (Line 1 ) $ 1,537,275 $ 1,720,532 
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TABLE DAY - 2 
SOUTHERN CALIFORNIA GAS COMPANY 

TEST YEAR 2008 
CLEARING ACCOUNTS 

(Thousands of Dollars) 

Appendix A 

2005 2008 2008 
Line Account Adjusted-Recorded Estimated Estimated 
No. No. Description (2005$) (2005$) (2008$) 
1 163 Purchasing and Warehouse $ 5,453 $ 5,732 $ 6,324 

2 1 84 Clearing Accounts 48,794 62,900 64,501 

3 TOTAL CLEARING ACCOUNTS $ 54,247 $ 68,632 $ 70,825 
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Appendix A 

Line 
No. 

Account 
No. 

TABLE DAY - 3 
SOUTHERN CALlFORNlA GAS COMPANY 

TEST YEAR 2008 
UNDERGROUND GAS STORAGE EXPENSE 

(Thousands of Dollars) 

Adjusted-Recorded Estimated 
Description (2005$) (2005$) 
Operation 
Supervision and Engineering $ 6,383 $ 6,456 

Maps and Records 5 5 

Wells Exp 1,715 1,879 

Lines Exp 5 1 5 1 

Compressor Station Exp 2,046 2,046 

Compressor Station Fuel & Power 257 257 

821 Purification Exp 486 613 

824 Other Exp 3,156 3,281 

825 Storage Well Royalties 350 390 

826 Rents 164 164 

Total Operation Exp $ 14,613 $ 15,142 

Maintenance 

831 Structures and Improvements 25 25 

832 Reservoirs and Wells 2,725 2,725 

833 Lines 1,834 3,375 

834 Compressor Station Equipment 4,881 4,881 

835 Measuring 7 Reg Station Equipment 583 583 

836 Purification Equipment 648 775 

837 Other Equipment 878 878 

2008 
Estimated 
(2008$) 

Total Maintenance Exp $ 1 1,574 $ 13,242 $ 14,216 

TOTAL UNDERGROUND GAS STORAGE $ 26,187 $ 28,384 $ 30,704 

SCG Doc. #I92505 Application: December 2006 



Appendix A 
TABLE DAY - 4 

SOUTHERN CALIFORNIA GAS COMPANY 
TEST YEAR 2008 

TRANSMISSION EXPENSE 
(Thousands of Dollars) 

2008 
Estimated 
(2008$) 

Line Account Adjusted-Recorded Estimated 
No. - No. Description (2005$) (2005$) 

Operation 
1 850 Supervision and Engineering $ 6,310 $ 6,392 

2 851 System Con. & Load Dispatching 26 26 

4 853 Compressor Station 1,600 2,082 

6 855 Other Fuel Power Compr Stations 22 22 

7 856 Mains Exp 4,010 4,034 

8 857 Measuring & Reg. Station Exp. 1,377 1,452 

10 859 Other Exp 1,782 2,886 

11 860 Rents 4,992 4,329 

12 Total Operation $ 20,119 $ 21,223 

Maintenance 
13 

14 862 Structures & Improvements 5 5 

15 863 Mains 5,056 10,205 

16 864 Compressor Station Equipment 4,830 4,922 

17 865 Measuring & Reg. Station Equip. 508 508 

19 867 Other Equipment 197 197 

Total Maintenance $ 10,596 $ 15,837 

TOTAL TRANSMISSION $ 30,715 $ 37,060 
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Appendix A 
TABLE DAY - 5 

SOUTHERN CALIFORNIA GAS COMPANY 
TEST YEAR 2008 

DISTRIBUTION EXPENSE 
(Thousands of Dollars) 

2005 2008 
Adjusted-Recorded Estimated 

Description (2005$) (2005$) 
O~eration 

2008 
Estimated 
(2008$) 

Line 
No. - 

Account 
No. 

- - 

Supervision and Engineering $ 24,315 $ 38,807 

Mains & Services Expenses 12,201 15,057 

Meas. & Reg. Station Exp 749 869 

Meter & House Regulator Exp 327 41 2 

Other Exp 25,744 28,276 

Rents 24 23 

Total Operation $ 63,360 $ 83,444 

Maintenance 

Mains 14,519 23,855 

Meas. & Reg. Station Exp 1,580 1,898 

Services 17,989 23,059 

Meters & House Regulators 6,289 7,400 

Other Equipment 19 19 

Total Maintenance $ 40,396 $ 56,231 

TOTAL DISTRIBUTION $ 103,756 $ 139,675 
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Appendix A 
TABLE DAY - 6 

SOUTHERN CALIFORNIA GAS COMPANY 
TEST YEAR 2008 

CUSTOMER SERVICES 
(Thousands of Dollars) 

2005 2008 2008 
Line Account Adjusted-Recorded Estimated Estimated 
No. - No. Description (2005$) (2005$) (2008$) 

2 807 Procurement Exp $ 3,015 $ 3,299 $ 3,595 

3 879 Customer Installation Exp $ 88,260 $ 100,982 $ 111,917 

4 901 Supervision 1,151 1,577 1,748 

5 902 Meter Reading Exp 28,666 29,974 33,148 

6 903 Cust. Rec. & Collect. Exp 85,440 88,624 95,656 

9 908 Customer Assistance Expenses 15,023 20,573 22,182 

Subtotal $ 221,555 $ 245,029 $ 268,247 

13 904 Uncollectible Accts 2,800 N/A 4,484 

TOTAL CUSTOMER SERVICES $ 224,355 $ 245,029 $ 272,731 
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Appendix A 
TABLE DAY - 7 

SOUTHERN CALIFORNIA GAS COMPANY 
TEST YEAR 2008 

ADMINISTRATIVE & GENERAL EXPENSE 
(Thousands of Dollars) 

2005 2008 
Line Account Adjusted-Recorded Estimated 
No. - No. Description (2005$) (2005$) 

1 920 Administrative & Gen. Salaries $ 39,242 $ 38,614 

2 921 Office Supplies and Exp 4,638 4,866 

4 923 Outside Services Employed 88,038 70,181 

5 924 Property Insurance 3,214 4,183 

6 925 Injuries and Damages 28,576 32,396 

7 926 Employee Pensions and Benefits 90,845 11 1,476 

9 930 General Exp 8,738 10,637 

10 931 Rent 1,777 1,956 

11 935 Maintenance of General Plant 14,434 14,493 

12 Subtotal $ 279,502 $ 288,802 

13 927 Franchise Requirements 18,684 N/A 

14 TOTAL ADMINISTRATIVE & GENERAL $ 298,186 $ 288,802 

2008 
Estimated 
(2008$) 
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Appendix A 

Line 
No. 

1 

Description 

TABLE DAY - 8 
Southern California Gas Company 

Working Cash Adjustment to Rate Base (Net Working Cash Requirement) 
($ in Thousands) 

Com modities - Gas 

Payroll Expense 
F. I. C. A 
FederalIState Unemployment lnsurance 
Incentive Compensation Plan 
Employee Benefits 
Goods 8 Services 
Corporate Charges 
Real  Estate Rental 
Materials Issued from Stores 
PropertyIAd Valorem/Franchise Taxes 
Federal lncome Taxes - Current 
State Income Taxes - Current 
Income Taxes Deferred 
Depreciation Provision 
Amortization of Insurance Premiums 
Sub-total 

Total  Expenses Incl. Corn modities 

Revenue Lag Days 
Expense t a g  Days (Line 18, Dollar-Days Lag 1 Expenses) 
Excess Lag Days (Line 19 - Line 20) 
Total Expenses Incl. Com modities (Line 18 Expenses) 
LeadlLag Working Capital (Line 21 Line 22 1 365) 

Operational Cash Requirement 
Working Capital Not Supplied by investors 
Working Cash Adjustment to Rate Base (Line 23 to Line 25) 

2005 Recorded 
Average No. Dollar-Days 
of Days t a g  Lag 

2,853,057 42.74 121,939,641 

354,399 13.79 4,887,164 
27,766 13.00 360,961 

1,234 76.05 93,868 

20,564 255.65 5,257,061 

1 1 0,948 2.86 31 7,310 
280,338 30.06 8,426,970 

67,849 2.08 141,126 
29,416 (1 5.50) (455,944) 
11,140 0.00 0 

443,873 85.39 37,902,337 

106,000 16.74 1,774,440 

31,000 14.29 442,990 

(9,596) 0.00 0 

259,31 1 0.00 0 
9,322 0.00 0 

1,743,564 33.92 59,148,283 

4,596,621 39.40 181,087,924 

42.36 
39.40 

2.96 
4,596,621 

37,329 

28,497 
(50,905) 
14,920 

2008 Proposed 
Expenses Average No. Dollar-Days 

of Days Lag Lag 
3,000,986 42.74 128,262,136 

2,152,611 33.92 73,024,699 

5,153,597 39.06 201,286.835 

42.36 
39.06 

3.30 
5,153,597 

46,629 

31,065 
(55,494) 
22,201 
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Appendix B 
Table DAY - 10 

SOUTHERN CALIFORNIA GAS COMPANY 
CLEARING ACCOUNTS 

(Thousands of Dollars) 

Account (2005$) 
No. Testimony Witness 2005 2008 
163 SUPPORT SERVICES Richard Krumvieda $ 5,453 $ 5,732 

1 84 GAS DISTRIBUTION Daniel Rendler 3,957 4,636 
1 84 GAS TRANSMISSION David Taylor 170 170 
1 84 CUSTOMER SERVICES Patrick Petersilia 4,772 5,201 
1 84 SUPPORT SERVICES Richard Krumvieda 39,895 52,893 

184 Total $ 48,794 $ 62,900 

Clearing Total $ 54,247 $ 68,632 
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Appendix B 
Table DAY - 11 

SOUTHERN CALIFORNIA GAS COMPANY 
UNDERGROUND GAS STORAGE EXPENSE 

(Thousands of Dollars) 

Account (2005$) 
No. Testimony Witness 2005 2008 

Operation 
81 4 ENGINEERING Joseph Rivera $ 1,817 $ 1,817 
81 4 STORAGE Rudy Weibel 4,566 4,639 

81 4 Total $ 6,383 $ 6,456 

81 5 STORAGE Rudy Weibel $ 5 $ 5 

81 6 STORAGE Rudy Weibel 1,715 1,879 

81 7 STORAGE Rudy Weibel 5 1 5 1 

81 8 STORAGE Rudy Weibel 2,046 2,046 

81 9 STORAGE Rudy Weibel 257 257 

833 
833 

833 Total 

Storage Total 

SCG Doc. #I92505 

STORAGE 

STORAGE 

STORAGE 

STORAGE 

Maintenance 

STORAGE 

STORAGE 

ENGINEERING 
STORAGE 

STORAGE 

STORAGE 

STORAGE 

STORAGE 

Rudy Weibel 486 61 3 

Rudy Weibel 3,156 3,281 

Rudy Weibel 350 390 

Rudy Weibel 164 164 

Total Operation Exp $ 14,613 $ 15,142 

Rudy Weibel 

Rudy Weibel 

Joseph Rivera 
Rudy Weibel 

Rudy Weibel 

Rudy Weibel 

Rudy Weibel 

Rudy Weibel 

Total Maintenance Exp $ 1 1,574 $ 13,242 
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Appendix B 
Table DAY - 12 

SOUTHERN CALIFORNIA GAS COMPANY 
TRANSMISSION EXPENSE 

(Thousands of Dollars) 

Account (2005$) 
No. Testimony Witness 2005 2008 

Operation 
850 TRANSMISSION David Taylor $ 2,647 $ 2,647 
850 

850 Total 
ENGINEERING Joseph Rivera 3,663 3,745 

$ 6,310 $ 6,392 

85 1 TRANSMISSION David Taylor $ 26 $ 26 

853 TRANSMISSION David Taylor 1,600 2,082 

855 TRANSMISSION David Taylor 22 22 

856 TRANSM1SSION David Taylor 4,010 4,034 

857 TRANSMISSION David Taytor 1,377 1,452 

859 TRANSMlSSlON 
859 ENGINEERING 

859 Total 

860 TRANSMISSION 

Maintenance 

862 TRANSMISSION 

863 TRANSMISSION 
863 ENGINEERING 

863 Total 

864 TRANSMISSION 

865 TRANSMISSION 

867 TRANSMISSION 

David Taylor $ 1,782 $ 2,289 
Joseph ~ i v e r a  597 

$ 1,782 $ 2,886 

David Taylor 4,992 4,329 

Total Operation $ 20,119 $ 21,223 

David Taylor 5 5 

David Taylor $ 2 , 3 9 9 $  3,326 
Joseph Rivera 2,657 6,879 

$ 5,056 $ 10,205 

David Taylor $ 4,830 $ 4,922 

David Taylor 508 508 

David Taylor 1 97 197 

Total Maintenance $ 10,596 $ 15,837 

Transmission Total 
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