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RESOLUTION

Resolution G--3295.  Southern California Gas Company (SoCalGas) seeks revisions to its application fee and charge structure for recovery of expenses incurred in accepting gas produced in California and delivered into SoCalGas’ pipeline system.  Approved.

By Advice Letter 2910, filed on April 17, 2000. 

__________________________________________________________

Summary

This Resolution approves SoCalGas’ Advice Letter 2910 with an effective date of today.  SoCalGas proposes to increase its application fee and to revise its producer metering charge structure for recovery of expenses incurred in accepting gas produced in California and delivered into SoCalGas’ pipeline system.  The proposed changes are based on a recent study of actual cases incurred by SoCalGas.

Background

With regard to the costs assessed by gas utilities for receiving gas into the utility system the Public Utilities (PU) Code Section 785.7(b) states in part:

“The amount of the charge for the processing service or the facilities authorized by this subdivision shall be established by the commission and shall be based on the actual expenses for the construction, operation, maintenance, labor, materials, and overhead expenses involved in the specific service or facilities.”

On April 4, 1996, SoCalGas filed Advice Letter 2491 requesting approval for a charge structure to recover expenses incurred in accepting gas produced in California and delivered into SoCalGas’ pipeline.  A supplemental Advice Letter 2491-A was filed on July 10, 1996.  This advice letter included certain appendices to the access agreements that SoCalGas uses with its California gas producers.

On September 4, 1996, Resolution G-3194 conditionally approved Advice Letters 2491 and 2491-A.  The conditions were as follows: 

A. “All charges to and collections from producers shall be traceable to the producers’ record. 

B. SoCalGas shall create separate offsetting subaccounts to accumulate start-up capitalized costs and all operation and maintenance (O&M) proceeds so that all receipts are traceable to the records of producers.”

Resolution G-3194 also required SoCalGas to file an advice letter for any revisions to its charge structure.

On April 17, 2000, SoCalGas filed Advice Letter 2910 requesting authorization to revise its producer metering charge structure and application fee.

Notice 

Notice of Advice Letter 2910 was made by publication in the Commission’s Daily Calendar.  SoCalGas states that a copy of the advice letter was mailed and distributed in accordance with Section III-G of General Order 96-A. 

Protests

No protests were received for Advice Letter 2910.  

Discussion

In a review of its actual costs for providing access to California gas producers, SoCalGas determined that installation of new equipment has lowered costs.  This review also identified new site-specific charges that needed to be included.  The result of the review is an overall decrease of the access charges to receive gas from existing producers.

Access charges are made up of start-up costs and ongoing expenses.  Included in the start-up costs are the actual costs of design, construction, testing, calibration, and related costs necessary to begin receiving gas.  Ongoing expenses are the costs necessary for continuing operation of the facilities used to accept gas from the California producer.  Ongoing expenses consist of fixed and variable costs and are recovered through the O&M fee.  Consequently, the O&M fee contains fixed and variable expense components.

On the other hand, this review also indicated that the costs of performing the feasibility analysis for a potential gas producer requesting access to the SoCalGas pipeline system were higher.  This would require an increase in the application fee. 

SoCalGas requests authorization to implement the following:

1. An increase in its application fee component of its start-up costs from $1,000 to $3,600.

2. A decrease in the fixed cost component.

3. Adjustments in its variable cost components of the ongoing expenses.

1. Application Fee

When a California gas producer requests access to SoCalGas’ pipeline system, an application fee is charged.
  The application fee covers expenses incurred by SoCalGas to determine if it is possible to accept gas as proposed by the producer.
  The application fee is credited against the capitalized costs of the facilities constructed. 

SoCalGas is proposing to increase its application fee from $1,000 to $3,600. SoCalGas states, “The rise in costs is due to increased labor rates and increased estimate of time required to perform capacity studies on constrained pipelines.  Capacity studies are the major component of the total feasibility analysis.”  The current application fee of $1,000 was based on a 1995 study that determined the time to perform a capacity study was 18.5 hours and the current labor rates.  The proposed application fee of $3,600 was based on a study performed in 1998-1999.  The average time to perform a capacity study had increased to 40 hours and labor rates had also increased.  SoCalGas provided additional documentation to support the proposed application fee of $3,600.

2. Fixed Cost Component

SoCalGas’ fixed costs are based on data derived from a system-wide analysis of its actual costs incurred in the acceptance of California gas.  Listed below are the current and proposed fixed cost components as provided by SoCalGas.

Current Fixed Cost Component
Proposed Fixed Cost Component

$1,177 per month plus an additional $277 per month for those sites where a hydrogen sulfide monitor is required.  This monthly rate utilizes a fully-loaded rate of $54.50 per hour and the vehicle rate of $0.52 per mile.
$1,017 per month, plus an additional $224 per month for those sites where a hydrogen sulfide monitor is required.  This monthly rate includes all labor associated with calibrations, inspections, gas samples, etc., for each access meter.  It utilizes a fully-loaded labor rate of $63.70 per hour.  Vehicle mileage is included in this labor rate as an overhead loader.  This fixed cost also includes the system-wide average cost of $120 per month to maintain the Btu district samplers necessitated by acceptance of California gas.

Eight (8) unscheduled service visits per year.  Visits in excess of this amount are charged to the producer at the fully-loaded labor rate of $54.50 per hour and the vehicle rate of $0.52 per mile.
Eight (8) unscheduled service visits per year.  Visits in excess of this amount are charged to the producer at the fully loaded labor rate of $63.70 per hour.  Vehicle mileage is included in this labor rate as an overhead loader.


SoCalGas implemented a Producer Upgrade Program.  Under this program, installation of new equipment allowed for more remote operation of producer meters and reduced the number of scheduled visits to the majority of meters.  While the labor rate increased from $54.50 to $63.70 per hour, this proposed rate now includes the vehicle mileage rate.  SoCalGas states that the overall result is a decrease in the fixed cost expense.

3.  Variable Costs

SoCalGas’ variable cost component is based on its actual costs incurred for the specific work performed and not costs that are derived from system-wide averaging. Listed below are the current and proposed variable costs as provided by SoCalGas.

Current Variable Costs
Proposed Variable Costs

*  Overall charge for odorant is $3.25 per pound.
* Overall charge for odorant is $2.20 per pound.

*  Target odorant usage rate is 0.75 pounds per MMcf.
*  Target odorant usage rate is 0.40 pounds per MMcf.

*  Minimum fixed cost for odorization is $50 per month.
*  Minimum fixed cost for ordorization is $15 per month.

* The volumetric charge is  $2.44 per Mcfd.
*  Monthly odorant charges will now be calculated as the previous year's average monthly delivery volume multiplied times $0.88 per MMcf.

*  SoCalGas' procedures require semiannual calibration of electronic flow equipment at orifice meters.
*  At meters where monthly calibration of electronic devices is requested by the producer to federal Minerals Management Service (MMS) requirements, SoCalGas will assess a $200 charge for each month wherein calibration would not be otherwise required under SoCalGas' procedures.




Also, SoCalGas has identified an additional site-specific cost when accepting gas from a producer that does not meet the California Air Resources Board’s (CARB) specifications for compressed natural gas to be used as vehicle fuel.  Producers have agreed to reimburse SoCalGas’ expense in trucking compressed natural gas to impacted vehicle fueling stations.
 

SoCalGas’ proposed revisions and increase in its application fee are reasonable.  The change in its charge structure and application fee is based on the recent study of actual costs incurred by SoCalGas.  

Comments

This is an uncontested matter in which the resolution grants the relief requested.  Accordingly, pursuant to PU Code Section 311 (g)(2), the otherwise applicable 30-day period for public review and comment is being waived.  

Findings

1. SoCalGas filed Advice Letter 2910 on April 20, 2000, in compliance with Resolution G-3194 that directed SoCalGas to file an advice letter when revising its charge structure for California gas producers access.

2. SoCalGas’ proposed requests are reasonable.

3. This Resolution should be effective today.

Therefore it is ordered that:

1. SoCalGas’ Advice Letter 2910 is approved.

2.  This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on March 27, 2001, the following Commissioners voting favorably thereon:









 _____________________









 WESLEY M. FRANKLIN







 

       Executive Director

� SoCalGas states that it receives very few requests to access its pipeline system each year.  Some years, it does not receive any requests at all.


� Expenses include a site visit, gas quality evaluation, legal review, rights-of-way analysis, and capacity study.


� This expense is considered as part of the variable cost portion of the O&M fee.
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