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PREPARED DIRECT TESTIMONY 

OF DAVID G. TAYLOR 

ON BEHALF OF SOCALGAS 

I. Introduction 

A. Scope and Purpose of Testimony 

The purpose of this testimony is to demonstrate that the following Southern 

California Gas Company (SoCalGas) Operations and Maintenance costs (O&M) are 

reasonable and should be adopted by the California Public Utilities Commission (CPUC 

or Commission). Expenditures discussed in this chapter include the day to day 

expenditures associated with operating and maintaining SoCalGas ' gas transmission 

system. Capital expenses in support of SoCalGas' transmission operations are addressed 

in the SoCalGas non-shared services direct testimony of Mr. Joseph M. Rivera, Exh. 

SCG-5. The forecasts in this testimony are responsive to SoCalGas' philosophy of 

achieving operational excellence while providing safe, reliable delivery of natural gas to 

customers at the lowest cost possible. 

In total, SoCalGas requests that the Commission adopt its 2008 Test Year (TY) 

forecast of $34,778,000 for total Gas Transmission Operations and Maintenance (O&M) 

expenses, which is composed of $26,009,000 for non-shared service activities and 

$8,769,000 for shared service activities. This represents an increase of $1.5 million over 

the 2005 adjusted-recorded costs. Unless otherwise noted, all costs in this testimony are 

shown in 2005 dollars. A summary of the overall requested O&M funding is presented in 

Table SCG-NSS-DGT- 1 below. 

Table SCG-NSS-DGT-1 

Summary of O&M Expenses for Gas Transmission 

($000 of $2005) 

Description 

Total Non-Shared Service Expense 

Total Shared Service Expense 

Total Request 
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Adjusted 
Recorded 2005 

$24,565 

$8,733 

$33,298 

TY2008 
Estimated 

$26,009 

$8,769 

$34,778 

Change 

$1,444 

$36 

$1,480 



The funding requested for the non-shared services operations is summarized in 

Table SCG-NSS-DGT-2. 

TABLE SCG- NSS- DGT-2 

Summary of Total SoCalGas Non-shared Services Funding Requested 

(Thousands of $2005) 

This testimony addresses non-shared service activities. The shared services 

portion of expenditure requirements related to Gas Transmission Operations can be found 

in the shared services direct testimony of Mr. David G. Taylor, Exh. SCGISDGE-14, Ch. 

12. The O&M funding requested, and addressed in this testimony, is shown by Federal 

Energy Regulatory Commission (FERC) account number in Table SCG-NSS-DGT-3 

below. O&M expenditures are in support of operation and maintenance functions for gas 

transmission mains, compressor stations, and measurement and regulator stations, and 

include associated supervision requirements. This testimony describes further the 

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

indicates the resulting change in expenditure requirements. 

I/ 

/I 

I/ 

Category 
O&M (Gas Transmission) 

3CG Doc # 19 1624 

Estimated 
2007 

$24,900 

Application: December 2006 

Test Year 
2008 

$26,009 

Recorded 
2005 

$24,565 

Estimated 
2006 

$24,549 
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TABLE SCG-NSS- DGT-3 

Summary of Operation & Maintenance Expenses 

(Thousands of $2005) 

FERC 
Account 
184.7 
850.0 
85 1 .O 
85 3 .O 
855 .O 
856.0 
857.0 
859.0 
860.0 

862.0 
863.0 
864.0 

865 .O 

867.0 

Excluded from the 2008 estimates are costs forecasted in FERC Account 854, 

Compressor Station Fuel and Power. The expenses for gas fuel are addressed in the 

Biennial Cost Allocation Proceeding (BCAP). Section I1.C requests that all purchased 

electricity used at Compressor Stations, which are excluded from the FERC Account 855 

2008TY forecast, be granted balancing account treatment. 

B. Overview of SoCalGas Transmission System Operations & Maintenance 

The SoCalGas intrastate transmission system spans from the California-Arizona 

border to Santa Maria, and from the California-Mexico border to Fresno County. 

Transmission facilities are operated in the counties of San Bernardino, Riverside, 

Imperial, Orange, Los Angeles, Ventura, Santa Barbara, Kern, Tulare, Kings, San Luis 

Obispo and San Diego. The transmission system is comprised of approximately 2,875 

miles of high-pressure gas pipeline, eleven compressor stations totaling approximately 

125,000 horsepower, plus an additional 7200 horsepower for plant electric generation. 

The system is designed to receive natural gas from interstate pipelines and various 

California offshore and onshore production sources, monitor gas quality, then measure 
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2005 
Adjusted 
Recorded 

$170 
$2,647 

$26 
$1,600 

$22 
$4,0 10 
$1,377 
$1,782 
$4,992 

$5 
$2,399 
$4,830 

$508 
$197 

$24,565 

Account Description 
Pool - Small Tools 
Operation Supervision & Engineering 
System Control & Load Dispatching 
Compressor Station Labor & Expense 
Other Fuel & Power for Compressor, Station 
Mains Expense 
Measurement & Regulation Station Expense 
Other Expense 
Rents 

Maintenance of Structures & Improvements 
Maintenance of Mains 
Maintenance of Compressor Station Equipment 
Maintenance of Measurement & Regulation Station 
Equipment 
Maintenance of Other Equipment 
Total 

2008 
Test 
Year 

$170 
$2,647 

$26 
$2,082 

$22 
$4,034 
$1,452 
$2,289 
$4,329 

$5 
$3,326 
$4,922 

$508 
$197 

$26,009 

Change 
$0 
$0 
$0 

$482 
$0 

$24 
$75 

$507 
($663) 

$0 
$927 
$92 

$0 
$0 

$1,444 



d deliver pipeline quality gas to SoCalGas' distribution system, storage fields, and non- 

ore customers. This system was first developed in the 1930s with the discovery of 

atural gas in the San Joaquin Valley. In the late 1940s and early 1950s, the Blythe 

ystem was developed to interconnect with the El Paso pipeline to accept gas from the 

ermian Basin in Texas at the California border. These facilities remain in use today. 

ince then the system has been expanded to accept supplies from the San Juan Basin in 

ew Mexico, the Rocky Mountain area of Wyoming, and from Canadian sources. Figure 

CG-NSS-DGT-1, below, shows a map of the system. 

Figure SCG-NSS-DGT-1 
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SoCalGas also operates four underground storage fields with a capacity of 

pproximately 129 billion cubic feet. These storage facilities are an integrated part of the 

nergy infrastructure required to provide southern California businesses and residents 
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with safe, reliable, and cost effective energy services. The O&M costs to support Storage 

Operations are supported in the prepared direct testimony of Mr. Rudolph W. Weibel, 

Exh. SCG-4. The Storage Operations capital costs are supported in the prepared direct 

testimony of Mr. Joseph M. Rivera, Exh. SCG-5. 

In total, the SoCalGas transmission pipeline system is designed to receive, on a 

firm basis, 3.875 billion cubic feet per day of interstate and intrastate gas supplies at its 

receipt points (provided sufficient demand exists). With a combination of pipeline 

receipts and storage withdrawal, the pipeline system in total is capable of sending out to 

customers up to 6 billion cubic feet per day. The recorded single day peak sendout is 

over 5.3 billion cubic feet. Annual sendout has averaged over 1 trillion cubic feet per 

year over the last 5 years with the highest year (2001) at 1.17 trillion cubic feet. 

11. Gas Transmission Operation & Maintenance Expense 

A. Nature of Gas Transmission Operations 

Gas Transmission Operations is organized to provide for cost-effective delivery of 

service to customers and to operate the transmission pipeline system in accordance with 

all applicable codes and regulations. Key objectives for Gas Transmission Operations are 

to operate safely, provide reliable service, meet all regulatory agency compliance 

obligations, and provide customers with valued service. The costs presented in this 

testimony are necessary to support the following functions : 

(i) Field Operations, 

(ii) Field Technical Services, 

(iii) Pipeline System Control and Planning, and 

(iv) Technical Training 

(i) Field Operations 

The Field Operations function is responsible for the day to day operation and 

maintenance of gas transmission facilities and infrastructure. This includes operating and 

maintaining equipment at compressor stations, pipeline receipt points, valve control 

stations, major customer delivery custody-transfer points, all associated monitoring, 

metering, and control facilities, odorization equipment, and real-time operating data 

telemetry communications between gas facilities and SoCalGas' Gas Control Operation 
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department. Field Operations also performs annual leak surveys of all transmission 

pipeline facilities, operates and maintains the cathodic protection systems, conducts 

surveillance of third party construction activities around the vicinity of buried pipeline 

facilities, and performs mark and locate services to identify the location of buried 

facilities. Additional responsibilities include: 

Development and implementation of gas handling procedures. 

Providing emergency services in response to earthquakes, wildfires, dig-ins, etc. 

in order to minimize the potential for danger to the public andlor to minimize 

impact to system reliability. 

Investigating and addressing gas quality issues. 

Providing 24 hour response to any operating and/or control issue, and to real or 

potential reported emergencies. 

Compliance assurance for all environmental and safety regulatory agency 

requirements. These regulations cover air (Gas Transmission operates in 6 air 

quality management districts, each with differing permitted limits, and reporting 

requirements), asbestos, lead, PCB's, natural resources, ground water, storm 

water, process waste water, hazardous waste and materials, above and below 

ground tanks, and the continuous need to track changes in regulatory requirements 

and adjust operations accordingly in order to sustain compliance. 

(ii) Field Technical Services 

The Technical Services function includes the activities of design engineering, 

instrumentation and control, project support, and environmental services in support of the 

day to day operations and maintenance of the Gas Transmission system. Responsibilities 

include: right of way maintenance, providing on-site technical expertise to field 

personnel, and troubleshooting technical issues for both capital and O&M projects. 

Capital expenses in support of SoCalGas' transmission operations can be found in the 

SoCalGas non-shared services direct testimony of Mr. Joseph M. Rivera, Exh. SCG-5. 

Technical Services also provides environmental support services to Gas Transmission 

field employees which are necessary for day to day operations. These services include 

air, water, asbestos, lead, PCB's, natural resources, ground water monitoring, stormwater 
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runoff, hazardous waste and hazardous material handling, underground storage tanks, and 

keeping up on the continuous changes in regulations covering all these areas. 

(iii) Pipeline Svstem Control and Planning 

The Pipeline System Control and Planning organization consists of the following 

departments: 

Gas Control, which manages the real time operation and control of gas flow 

through the pipeline; 

Gas Scheduling, which manages the gas industry standard process of 

scheduling gas into the pipeline system; 

the SCADA group, which manages the planning, operation and maintenance 

of the supervisory control and data acquisition system (SCADA) that allows 

for remote monitoring and operation of valves, compressors, pressure 

regulation equipment, pressures, and flows across the system; 

Pipeline System Planning, which performs studies and develops 

recommendations of pipeline or compression facility changes due to revised 

demand forecasts, new customers desiring service at a certain point, or 

suppliers requesting receipt point access. Since this department provides 

services to both SoCalGas and SDGE, these costs are primarily sponsored in 

the Shared Services testimony of Mr. David G. Taylor, Exh. SCGISDGE-14, 

Ch. 12. Costs sponsored in this testimony under account 851.0 are for manual 

field operations of pipeline facilities by Transmission field personnel in 

support of the system control and load dispatching operation during periods of 

communication failures, or controller malfunctions. 

(iv) Technical Training 

The Technical Training function provides specialized training for the various 

union represented jobs existing in Field Operations. This training includes 

instrumentation for measurement, control, local data acquisition, gas quality monitoring, 

pressure and flow, and for pipeline locate and mark, cathodic protection, welding, 

compressor and associated equipment maintenance, and operator qualification. 
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B. O&M Forecasting Methodology 

The Test Year 2008 forecast was determined by applying annual incremental 

changes in the expenditures to the 2005 base year. For analysis, the recorded 2005 

expenditures were adjusted as necessary by subtracting one-time events or by making 

accounting changes in charging for activities. Expenditure levels in 2005 (as adjusted) 

are reasonable for any future estimation since they reflect the most current actual 

operational conditions which influence the cost structure necessary to maintain safe and 

reliable gas transmission. Depending on the activity, annual changes in expenditures for 

2006 to 2008 were based on either changes in work functions, or specific changes 

associated with new or existing program needs. Specific forecast assumptions are 

discussed in further detail in each individual FERC account. Additional detail on forecast 

assumptions can be found in the associated workpapers of David Taylor. 

C. Compression Station Electricity - Request for 2-way Balancing 

Account Treatment 

Compressor station electricity has been excluded from the 2008 estimated costs 

forecasted in FERC Account 855, Compressor Station Fuel and Power. Expenses for 

compressor station electricity should have 2-way balancing account treatment and be 

addressed in the Biennial Cost Allocation Proceeding (BCAP). 

Electricity is used to power compressors and all supporting ancillary equipment. 

For example, following the recent California energy crisis, the Sylmar Compressor 

Station was designed, approved and built to provide an additional 40 million cubic feet 

per day of supply access to the SoCalGas system. The station consists of a 3,250 

horsepower electric motor with variable speed drive that powers the attached gas 

compressor unit. The purchased utility power expense to operate gas compression 

equipment should be treated in the same manner as the cost of natural gas fuel for rate 

recovery purposes. 

Operation of the Sylmar Station will be governed by customer demand for receipt 

point access along the northern part of the gas transmission system, more specifically at 

the Wheeler Ridge receipt point andlor along the route of gas transmission pipeline Line 

85 located in the San Joaquin Valley area. Electricity costs could range as high as $1.4 

million per year if operated under a high load demand scenario. These costs will be 
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driven by the amount of required usage (volume of throughput) and the per unit cost of 

electricity, both of which are highly variable and not conducive to practical cost 

forecasting methodologies. It is anticipated that annual usage will increase significantly 

upon resolution of the Producer Access proceeding now pending before the Commission. 

As a result, SoCalGas requests the CPUC authorize balancing account treatment 

for purchased electricity used in compressor stations. 

D. Explanation of Key Changes in Accounts 

A brief description of the scope of each transmission account, the 2008 cost 

estimate to operate, and explanations for the differences between the 2005 adjusted 

recorded expenditures and the 2008 estimates is provided below. 

1. FERC Account 184.7 - Small Tools 

Table SCG-NSS-DGT-4 

This account records expenses incurred for rental and laundry expenses for 

company uniforms/coveralls, and small tools costing under $5,000, which do not qualify 

for capitalization. The small tools category includes, but is not limited to, grinders, 

wrenches and other hand tools; shovels, spades and other excavation tools; and gas 

detectors, voltmeters and other measurement equipment. 

No increase in expenses is forecasted for this account. 

ii. FERC Account 850.0 - Operations Supervision & Engineering 

Table SCG-NSS-DGT-5 

Description 

Small Tools 

This account records supervision and engineering costs related to the planning, 

design, operation, training and maintenance of SoCalGas' transmission system. 

TY 2008 
Estimated 

$170 

2005 
Adjusted - 
Recorded 

$170 
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Change 

$0 

Change 

$0 

Description 

Operations 
Supervision & 
Engineering 

$2005 
Adjusted - 
Recorded 

$2,647 

TY 2008 
Estimated 

$2,647 




















