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PREPARED DIRECT TESTIMONY
OF JAMES J. BOLAND
ON BEHALF OF SOUTHERN CALIFORNIA GAS COMPANY

I. Introduction
As the most destructive disaster in U.S. history, Hurricane Katrina wreaked
havoc on America’s gulf coast resulting in more than 1,000 deaths and causing an
estimated $96 billion in property damage. Katrina exceeded the capacity of emergency
planners, emergency responders, the private sector, and all levels of government.
Almost as soon as Katrina made land fall vivid images of devastation and suffering were
seen across the globe. It is not an exaggeration to say that Katrina, and the collectively
inadequate response, shifted paradigms related to emergency preparedness and response.
There are many lessons to be learned from the events of Hurricane Katrina. The lessons
include:
a) the importance of anticipating and planning for the worst
b) the need for public and private collaboration and ongoing disaster planning and
training
c¢) the need for personal preparedness and self reliance, including extending the
ability to shelter in place from a period of one to three days to a minimum of
three to five days
d) and the critical requirement to ensure redundancy in vital systems and
infrastructure
As outlined in The Federal Response to Hurricane Katrina ~ Lessons Learned: It is
important that Southern California Gas Company (SCG) take advantage of these lessons
and foster an enhanced culture of preparedness.
While not generally faced with the risk of hurricanes, Southern California is exposed to
significant natural or man made disasters such as earthquakes, wild fires, floods and
terrorism. It is in this context that this testimony addresses the emergency preparedness

component of the GRC.
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IL. Scope and Purpose of Testimony
The purpose of this testimony is to describe the Emergency Preparedness SCG

non-shared services activities performed by the Emergency Services organization and
addresses shared operating expenses for preparedness infrastructure on behalf of SCG.
This testimony addresses the justification for the reasonableness of the requested 2008
Test Year operating and maintenance (O&M) expenses. Although Emergency Services
is part of the overall Safety and Emergency Services organization, it is addressed
separately in this testimony and has been excluded from the Safety Services non-shared
and shared services testimony prepared by Richard Krumvieda in Chapter IV.
Emergency Services SCG Shared Services are addressed in testimony prepared by James
J. Boland Exhibits SCG/ SDGE-14.
The Emergency Services organization provides critical services to enable SCG to
prepare for, respond to, and recover from emergencies and natural or manmade disasters.
This chapter describes the Emergency Services forecasted operating expenses and costs
associated with the implementation of improvements identified as a result of lessons
learned from recent disasters such as Hurricane Katrina.
III. Summary of Requested Costs

This section summarizes the proposed Emergency Services SCG non-shared
operating and maintenance and capital costs. For the purpose of this General Rate Case,
the Emergency Preparedness O&M expenses and Capital expenses for SCG non-shared
services have been separated into two distinct categories: 1) expenses associated with
Emergency Services ongoing operations 2) incremental expenses associated with
preparedness improvements identified as a result of lessons learned from recent disasters
such as hurricane Katrina.

A. Operating & Maintenance Costs

SCG O&M forecasted expenses for FERC account 925.5 are reflected in Table SCG-
NSS-JJB-1 for both non-shared and shared services. SCG is requesting a total 2008 test
year O&M expense funding level of $998,000 non-shared services and $96400 shared
services billed in from SDG&E. This chapter specifically describes the request for

SCG’s Emergency Services O&M non-shared service net increase of $695,000 over
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2005 base year levels. Chapter V of my testimony discusses SCG’s and SDG&E’s TY
2008 request for Emergency Services shared services, including the billed amounts from

the SDG&E.

Table SCG-NSS-JJB-1
Summary of O&M Expenses for Emergency Preparedness

(Thousands of $)
SCG
Emergency Services
2005
Adjusted- TY2008
Description Recorded Estimated Change
Total Non-Shared
Service Expense 303 998 695
Total Shared
Service Expense 94 964 870
Total Request 397 1,962 1,565

B. Capital Costs
This section summarizes the request for SCG’s Emergency Services non-shared service
forecasted capital expenses. SCG is requesting a total capital expense funding level of

$17,326,000 for Emergency Preparedness non-shared services 2006 — 2008.

Table SCG-NSS-JJB-2
Summary of Emergency Preparedness Cost Changes 2005 - 2008
SCG Capital Expenses
(Thousands of $)
L 2006 2007 2008
Description Estimate | Estimate | Estimate
. $ $ $
Emergency Preparedness Capital Expenses 4.394 7 493 5.439
” ’ b

13
14
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IV. Nature of Operations & Maintenance (O&M) Expenses

Emergency Services resides under the Safety and Emergency Services
organization and is responsible for maintaining comprehensive and coordinated
emergency response and recovery programs. This organization is responsible for
overseeing federal, state, local and Company emergency preparedness and response
standards and requirements. Emergency Services is organized into four functional areas.
»  Emergency Operations Centers (EOC) under the direction of the Emergency

Services EOC Program Manager who is responsible for all aspects of the emergency
operations centers, including development of policies and procedures, workforce
identification and training, preparedness exercises, EOC activations, and lessons
learned reports.

» Regional Emergency Operations under the direction of the Emergency Services
Regional Operations Program Manager who is responsible for all aspects of the
Regional Gas Emergency Centers (GEC), including development of policies and
procedures, workforce identification and training, preparedness exercises, GEC
activations, and lessons learned reports.

» Department & Employee Readiness under the direction of the Emergency Services
Department & Employee Readiness Program Manager who is responsible for
developing, implementing and managing a comprehensive Business Continuity &
Resumption Planning Program, managing Emergency Action Plans and facilitating
increased preparedness for employees of SCG.

»  Strategy & Technology under the direction of the Emergency Services Strategy &
Technology Program Manager who is responsible for ensuring a high state of
technology readiness in the Emergency Operation Centers and Gas Emergency
Centers (GEC), providing technical solutions and support to the other Emergency
Services Program Managers, and ensuring the SCG preparedness programs address
regulatory and policy drivers as well as monitoring changes.

A. O&M Expenses
The estimated operating and maintenance expense request for Test Year (TY)

2008 SCG Emergency Services non- shared services is a net increase of $695,000 over
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the 2005 adjusted incurred expenses level. SCG has reviewed these expenses and finds
them reasonable for all SCG non-shared services. In total, the SCG non-shared service
expense for TY 2008 are estimated to be $998,000. The Emergency Services O&M
costs for SCG non-shared services have been separated into two distinct categories: 1)
expenses associated with Emergency Services ongoing operations 2) incremental
expenses associated with preparedness improvements. Section VII provides an
explanation of estimated TY 2008 O&M expenses for Emergency Services activities.
V. Nature of Capital Expenditures

Emergency Services testimony sponsors several capital projects. This section
identifies such capital projects and provides justification and description for each
project. The Emergency Services capital expenditures include information technology
initiatives, gas distribution and transmission emergency material and equipment and
facility and equipment for back-up emergency operations centers. SCG is requesting a
total capital expense funding level of $17,326,000 for Emergency Preparedness non-
shared services 2006 — 2008. The Emergency Services capital costs for SCG non-shared
services have been separated into two distinct categories: 1) expenses associated with
Emergency Services ongoing operations 2) incremental expenses associated with
preparedness improvements.

VI. Base Year Information

A review of the SCG non-shared services Emergency Preparedness 2005 actual results
was conducted. Adjustments were made to address changes in FERC account charges or
other one-time items to ensure the reasonableness of using 2005 adjusted recorded O&M
as a starting point for forecasting 2006-2008 expenses. Incremental changes were then
incorporated by year to identify both upward and downward changes compared to the
prior year.

VII. O&M Account Expense Forecast and Justification

This Section provides an explanation of estimated TY 2008 O&M incremental

expenses for Emergency Services ongoing operations and preparedness improvements.
Table SCG-NSS-JIB-3 summarizes the SCG Non-Shared Services incremental O&M
expenses. The total SCG incremental O&M increase from TY 2005 is $695,000.
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Table SCG-NSS-JJB-3
Emergency Preparedness Cost Changes 2005 - 2008
SCG Operating & Maintenance Expenses

(Thousands of $)
|[FERC | Description TY 2008
Emergency Services - Ongoing Operations
1 925.5 |Annualized Salaries $ 37
2 925.5 |Emergency Operations Center - Los Angeles $ 230

Back-up Facilities and Equipment

Emergency Services - Preparedness Improvements

1 925.5 |Customer Emergency Information $ 375
Management System

2 | 925.5 |[Employee Preparedness Programs (Supplies) $ 35
3 925.5 |Emergency Communications $ 18
Total $ 696

A. Ongoing Operations O&M Expenses
This section provides justification of incremental O&M increases for SCG non-
shared service ongoing operations.
1) Annualized Salaries
Emergency Services annualized salaries for SCG non-shared services.

(2) Emergency Operations Center - Los Angeles Back-Up Equipment

The Emergency Operations Center located in the Gas Company Tower serves as
Southern California Gas Company’s command center during times emergency or
disaster. A specially trained workforce is responsible for performing critical functions
such as; overseeing system assessments, establishing restoration and recovery strategies,
real-time policy development, resource allocation, managing essential internal and
external communications, coordinating with government agencies, initiating and
managing mutual aid, and providing logistical support. Should the primary Emergency
Operations Center become inoperable for any reason, it is imperative there be an
adequate alternate site to serve as the company’s emergency response headquarters. The
Chatsworth operating location has been identified as the most feasible back up location.

Establishing Chatsworth as SCG’s fully functional back up Emergency Operations
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Center will require the acquisition and installation of equipment and provision of
ongoing mairatenance. The equipment consists of computers, radios, and monitors. The
capital expen ditures associated with this project are described in this testimony Section
VIII. Emergency Operations Center - Los Angeles Back-Up Facilities (Budget Code
695) and Equipment.

B. Preparedness Improvements Q&M Expenses

This section provides justification of incremental O&M increases for SCG non-
shared service preparedness cost changes from 2005 — 2008 reflecting improvements
identified as a result of lessons learned from recent disasters such as Hurricanes Katrina.
1) Customer Emergency Information Management System (CEIMS)

SoCalGas Rule 23 requires the use of complex curtailment queues with
curtailment blocks and imposes the use of penalties for customers who do not comply.
The rules require SoCalGas to inform customers affected by a curtailment before the
curtailment occurs so the customers can reduce gas consumption.

In the event of a natural disaster or emergency condition it is critical that quick and
accurate curtailment information be provided to an estimated 1,050 noncore customers .
Automated notices to customers will give them more lead time and allow the customer
to better prepare for the actual curtailment event. Once the system integrity is achieved,
an automated notice to customers signaling the end of the curtailment will allow
customers to get back to normal business in a more timely manner.

An automated curtailment management system, with better analytical information will
allow for better control of localized and partial curtailments, which would in turn, resualt
in decreased chances of a full curtailment for most customers, and mminimize the need to
curtail firm customers.

In addition to assuring customer health and safety this communication is esseratial
to the rapid control and management of our Transmission system. Unfortunately, the
current curtailment system, developed about 15 years ago is technologically outdated
Funding is needed to automate the curtailment queues, which are now manually upda_ted,
and to transfer and perform analysis on already collected customer usage data. One F=TE

is needed to develop and maintain the system. The proposed system would use
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automatically updated curtailment queues, more accurate customer consumption data
retrieved from the automated meter reading system, better customer location information
and an automated calling system to reach up to all 1050 of the noncore customers.
(2) Employee Preparedness Programs

Recent global events have changed the generally accepted disaster preparedness
principle of being prepared to shelter in place for a period of one to three days and is
now generally accepted as three to five days. This includes adequate provisions of
emergency food and water. The requested expenditures are required to ensure adequate
emergency food and water supplies are available to the current number of employees.
(3) Emergency Communications

One of the most significant lessons learned from recent disasters is the critical
need for robust emergency communications. Traditional vehicles of communication,
such as cellular phones and landlines are often rendered unusable or overloaded in a
disaster. Satellite communications are generally immune from the terrestrial hazards of
traditional communication vehicles and provide a reliable alternative in time of
emergency. To ensure the ability to receive and disseminate critical information related
to safety, system status, restoration strategy, etc, SCG has acquired and deployed satellite
phones and technology to support emergency response to key operating locations. This
section addresses the ongoing reoccurring monthly access fees and usage expenses.
The capital expenditures associated with this project are described in this testimony
Section VIIL.B.8 Emergency Communications (Budget Code 787) capital project.
VIII. Capital Expenditure Forecast and Justification

This section provides an explanation of estimated TY 2008 incremental capital

expenses for Emergency Services ongoing operations and preparedness improvements.
Table SCG-NSS-JJB-4 summarizes the SCG Non-Shared Services incremental capital
expenses for 2006 - 2008.
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Table SCG-NSS-JJB-4
Emergency Preparedness Cost Changes 2005 - 2008
Budget 2005 2006 2007 2008
Code Description Recorded | Estimate |Estimate|Estimate

Emergency Services - Ongoing Operations

1 695 |Emergency Operations $ 1693 383
Center Los Angeles Back-
up Facility and Equipment

2 795 |Emergency Operations $ 1,223
Center Software

3 794  |Emergency Operations $ 272
Center Equipment
Upgrades

Emergency Services - Preparedness Improvements

1 792.1 |Mainframe Disaster $ 2,499
Recovery Infrastructure &
Equipment

2 792.2 |Mainframe Disaster $ 626 | $ 2
Recovery Increased
Bandwidth

3 694  [Mainframe Disaster $ 1,435]8% 3,180 $ 2,660
Recovery Facilities

4 793  |Email Infrastructure $ 1902|% 148
Redundancy

5 791 |SCG Radio $ 146

Communications
Governmental Agency
Interoperability

6 283 |Emergency Equipment & $ 409
Material for Gas
Distribution

7 340 |Emergency Equipment & $ 487
Material for Gas
Transmission

8 787 (Emergency $ 26519 285
Communications

9 796  |Global Positioning $ 1,500
Satellite (GPS) System

Total $  265|$ 4,394|$ 7493 [$ 5439
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