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PREPARED DIRECT TESTIMONY 

OF DANIEL J. RENDLER 

ON BEHALF OF SOCALGAS 

I. Introduction 

A. Scope and Purpose of Testimony 

The purpose of this testimony is to demonstrate that the Southern California Gas 

Company (SCG) forecasts for expenditures to operate, maintain, build and replace 

portions of its gas distribution system are just and reasonable. These forecasts are 

responsive to SCG's fundamental philosophy of achieving operational excellence while 

safely and reliably delivering natural gas to customers at the lowest reasonable cost. In 

total, SCG is requesting the Commission adopt its 2008 Test Year (TY) forecast of 

$1 12,643,000 for total Gas Distribution Operations and Maintenance (O&M) expenses, 

which is composed of $1 10,227,000 for non-share service activities and $2,416,000 for 

shared service activities. SCG is also requesting the Commission adopt its 2008TY 

forecast of $202,23 1,000 for capital expenditures. A summary of the overall requested 

O&M funding is presented in Table SCG-NSS-D JR-1 below. 

Table SCG-NSS-D JR-1 
Summary of O&M Expenses for Gas Distribution 

Description 

Total Non-shared 
Service Expense 

$110,227 1 $17,712 1 Expenses discussed in 
this exhibit. 

($000 of $2005) 

Total Shared 
Service Expense* 

2005 
Adjusted- 
Recorded 

See Exhibit 
SCG/SDGE - 14, 
Chapter XI. 

Total Request 

TY2008 
Estimated 

* Excludes loading and escalation to $2008. The shared service expense is the net request for 
this functional area after any allocations out and any allocations in. Total Shared Services 
Expenses include shared services amounts as discussed in the shared service testimony of 
Mr. Daniel J. Rendler plus shared services amount billed to SCG as shown in the shared 
services testimony of Ms. Caroline A. Winn. 

Change 

This testimony focuses on non-shared services O&M expenses and capital. The 

Comment 

description and justification for shared service expenses are provided in Chapter XI of the 
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shared services exhibit (Exhibit SCGISDGE-14 CHAPTER XI). The O&M and capital 

expenditures requested, and addressed in this testimony, are shown in Tables SCG-NSS- 

D JR-2 and SCG-NSS-D JR-3, below. O&M expenditures are in support of operation 

and maintenance functions for gas distribution mains and services, measurement and 

regulator stations, customer meters and regulators and include the associated engineering, 

supervision and regional public affairs support. Capital expenditures are in support of the 

installation, replacement and relocation of the distribution pipeline infrastructure. The 

O&M and capital expenditures requested in this testimony are necessary to maintain a 

safe and reliable natural gas distribution system. This testimony describes further the 

anticipated changes in operations, discusses why these changes are necessary, and 

indicates the resulting change in expenditure requirements. All costs in this testimony 

are shown in 2005 dollars, unless otherwise noted. 

Table SCG-NSS-D JR-2 
Summary of Operations and Maintenance Expense 

($000 in 2005 dollars) 

FERC Acct. 
Account Description 

Clearing Accounts 
Supervision and Engineering 
Main and Service Operations 
District Pressure Charts 1 Gas Sampling 
Other Distribution Operations 
Rents 
Main Maintenance 
Distribution Regulator Station 
Service Maintenance 
MediurnILarge Meter Set Assembly 
Regional Public Affairs 

Totals: 

2005 
Adjusted Recorded 

$3,957 
$16,204 
$12,20 1 

$749 
$16,73 1 

$24 
$14,512 
$1,580 
$17,989 
$5,752 
$2.8 16 
$92,5 15 

2008 
Test Year 
$4,636 
$20,463 
$15,057 

$869 
$18,760 

$23 
$15,783 
$1,898 
$23,059 
$6,863 
$2.8 16 

$110,227 

1 Account 184 includes FERC sub account: 1 84.0 and 184.6 
Account 870 includes FERC sub accounts: 870.5 and 870.7 
Account 874 included FERC sub accounts: 874.0,874.1,874.3 and 874.4 
Account 880 includes FERC sub accounts: 880.0, 880.1, 880.2, 880.4 and 880.5 
Account 887 includes FERC sub accounts: 887.0, 887.1,887.2,887.3 and 887.7 
Account 889 includes FERC sub account: 889.0 and 889.9 
Account 892 includes FERC sub account: 892.0 and 892.4 
Account 893 includes FERC sub accounts: 893.0, 893.1, and 893.5 
Account 920192 1 includes FERC sub accounts: 920.5 and 92 1.5 
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Table SCG-NSS-D JR-3 
Summary of Capital Expenditures 

($000 in 2005 direct dollars) 
2005 2006 

Category Description Recorded Estimated 
1. New Business $42,827 $40,906 
2. Pressure Betterment Projects $10,624 $1 1,047 
3. Supply Line Replacements $3,553 $4,678 
4. Main Replacements $2154 1 $24,993 
5. Service Replacements $10,006 $9,455 
6. MainIService Abandonrnents $3,347 $3,433 
7. Regulator Station Projects $3,653 $4,326 
8. Cathodic Protection $2,933 $3,852 
9. Pipe Relocation - Freeway $724 $1,324 
10. Pipe Relocation - Franchise $5,72 1 $8,268 
1 1. Mobile Homes $339 
12. Other Distribution Projects $2220 $4,179 
13. Meters and Regulators $26,25 1 $27,332 
14. EquipmentlTools $524 $1,101 
15. Field Capital Support $40,620 $39,07 1 

Totals: $174,544 $184,034 

2007 2008 
Estimated Estimated 

$41,283 $42,927 
$11,047 $11,047 
$4,678 $4,678 

$30,103 $33,777 
$9,455 $9,455 
$3,433 $3,433 
$4,326 $4,326 
$4,498 $5,3 57 
$1,324 $1,000 
$8,268 $8,268 

$467 $594 
$4,179 $4,179 

$28,593 $30,628 
$997 $997 

$40,848 $4 1.565 
$193,499 $202,231 

IT Business Applications $3,408 $1,015 $2,100 

B. Overview of SCG Distribution System and Operation 

SCG's gas distribution system consists of a network of approximately 93,900 

miles of interconnected gas "mains" and "services". These mains and services 

constructed of both steel and plastic materials in varying sizes are located in most streets 

within SCG's service territory. The primary function of this distribution pipeline network 

is to deliver natural gas from SCG's transmission system to approximately 5.4 million 

customer meters in an area over 23,000 square miles stretching from Visalia in the north, 

to Mexico in the south and as far east as the California/Nevada border (refer to Figure 

SCG-NSS-DJR- I). 
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Figure SCG-NSS-D JR-1 
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SCG Gas Distribution Service Territory 

The gas main pipelines (mains) operate at either high-pressure (over 60 pounds 

per square inch (psi)) or medium-pressure (60 psi and below). SCG owns and maintains 

a network of approximately 46,000 miles of gas mains. This system contains numerous 

valves capable of isolating its large service territory into smaller operating areas for 

operational, construction and emergency purposes. There are also regulator stations 

located throughout the system to maintain pressure and regulate the distribution system to 

provide adequate capacity to meet customer needs. The final segment in this network are 

the gas service lines which connect these high and medium pressure mains to each 

customer's meter set assembly (MSA) and "house pipeline". SCG owns and maintains 

approximately 47,900 miles of service lines. 
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SCG routinely performs work to maintain the daily operation of the system, to 

connect new customers, ensure there is the necessary capacity to serve all its customers, 

replace damaged or deteriorating facilities, and to relocate facilities to meet customer or 

regulatory needs. This work is accomplished by a well trained and skilled workforce. 

This workforce ranges from front line construction crews to technical planners and 

engineers. There are approximately 1,850 distribution employees located at three 

operating region headquarter facilities and 52 operating bases throughout SCG's service 

territory. These employees are responsible for ensuring the safe and reliable operation of 

the gas distribution system. 

SCG's guiding principle is to fulfill its responsibilities to its customers while 

demonstrating operational excellence and managing costs with an uncompromising focus 

on employee, customer and public safety. The pipeline infrastructure is maintained and 

continually evaluated from an integrity and reliability perspective to eliminate potential 

safety hazards and operate in the most efficient manner. SCG is committed to continued 

long-term investment in its pipeline infrastructure to ensure the integrity of its 

distribution system and comply with applicable local, state and federal laws and 

regulations. 

SCG faces business and operational challenges as it strives to continue to 

maintain the safe and reliable delivery of services to a growing customer base. The 

construction, operation and maintenance of SCG's vast pipeline system requires 

interaction and compliance with numerous local, state, and federal legislative and 

regulatory agencies. These agencies continue to impose new and often more stringent 

operating conditions that can result in increased cost pressures to maintain the gas 

distribution system. For example, local government increases in paving and permitting 

fees and construction requirements, continue to put upward pressure on the costs of 

maintaining SCG's gas infrastructure. State agencies are promoting the adoption of rules 

that will increase the requirements for locating and marking pipeline facilities. SCG 

works diligently with these agencies to find solutions that will be in the best interest of 

ratepayers and agencies, but often these rules do result in cost increases. 

As noted above there are approximately 93,900 miles of pipeline mains and 

services existing to meet the natural gas needs of SCG's customer base. In order to 
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continue to provide safe and reliable service, the ever-changing needs of an expansive 

infrastructure must be addressed. SCG actively evaluates the condition of its pipeline 

system and replaces pipeline segments to preserve the safe and reliable system customers 

have come to expect. SCG and its customers cannot afford to wait for a major incident to 

occur to respond with necessary replacement activities. 

SCG's pipeline system continues to expand as new construction adds to the 

customer base and the necessary pipeline infrastructure. Over the last five years, SCG 

has averaged 72,168 new sets per year requesting to be connected to the system. Each 

additional customer increases the amount of pipe in SCG's infrastructure that must be 

maintained. Customer growth results in a greater infrastructure of pipe that must be leak 

surveyed, located, marked and protected from damage, more valves to be operated and 

maintained and an increase in the number of meter and regulator stations requiring 

maintenance. 

Finally, maintaining a skilled and dedicated workforce is critical to success. It is 

through the efforts of these employees that SCG is able to continue to deliver valued 

service to its customers and maintain its pipeline infrastructure. As in many industries, 

SCG is experiencing turn over in workforce due primarily to retirements and employee 

movement as a result of promotions and transfers. This presents issues of knowledge 

transfer, skills development, and overall proficiency of the replacement workforce. Gas 

Distribution is taking appropriate measures to maintain this highly skilled workforce 

recognizing that safety and system reliability cannot be sacrificed during this time of 

employee transition. As new and less experienced employees step in to replace highly 

skilled employees, SCG is conscientiously training and mentoring them, giving them on 

the job experiences, and providing greater levels of supervision and quality assurance to 

ensure a continued focus on proficiency and safety. 

With the requested level of funding, and by continuing to identify ways to 

improve gas distribution system installation, operation, and maintenance activities, SCG 

will have the necessary resources to manage through these business and operational 

challenges, and will continue to provide safe, reliable and cost effective natural gas 

service. 
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