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1. Please identify all cancelled/deferred programs/projects as well as programs/projects not authorized in the GRC.
SDG&E and SoCalGas Response 1:

The variance explanation sections of the 2018 Interim Spending Accountability Report indicated, where possible, those programs/projects that were either cancelled, deferred or emergent.

For additional context, SDG&E and SoCalGas would like to add the following clarifications for what each line item in the 2018 Interim Spending Accountability Report represents.

GRC Workpapers - As described in footnote 7 on page 2 of Attachment 1:  In the GRC, the Utilities include both Operations and Maintenance (O&M) and Capital workpapers. O&M workpapers consist of one or more cost centers.  Similarly, Capital workpapers comprise one or more budget codes.  For purposes of this 2018 Interim Report, the Utilities are defining “program” as directed in the ED Compliance Letter as GRC workpapers.
In O&M, where workpapers consist of one or more cost centers, variances may be attributable to organizational changes that occur during and between the GRC cycles.  This is further explained in the 2018 SAR on page 15.  For this reason, actuals may appear on one row of the report, while the imputed authorized might appear on a different row.  The comments included in this response and accompanying attachments are intended to address this issue.

Imputing Authorized – as described beginning on page 8 of Attachment 1 - In the TY2016 GRC, specific capital project forecasts were approved for assets forecasted to be placed in-service in years 2014-2016 to establish the test-year rate base and the capital-related revenue requirement (i.e. depreciation, tax, and return) for TY2016.  The post-test year revenue requirement increases are then calculated by applying a 3.5% factor to the total base margin component of the revenue requirement.  As such, there are no explicitly authorized capital expenditures, by project/workpaper, in the post-test years for the TY2016 GRC.  For purposes of this report, the Utilities imputed a proxy value for 2018 authorized capital expenditures by taking a three-year average of the escalated capital spending for the years 2014 through 2016 and then applying the authorized attrition increases to this amount.  The Utilities believe this is the most reasonable methodology to derive the authorized figures for capital expenditures, because it normalizes the direct capital spending assumptions from the forecast years.  For this reason, projects may appear to have been cancelled or deferred, when, in reality, they were completed prior to 2018.  The comments included in this response and the accompanying attachments are intended to address this issue.
2. For each line item below (in bold) please provide authorized work units, actual work units and the work unit variance.

· Where work units are not available please provide a list of activities.

· Where work units constitute more than one activity please list the activities out.

· For each activity listed please provide the forecasted cost, actual cost and the variance.

· Where work units or activities are not available please provide explanations of how much work was completed.

· Please provide a copy of the testimony listed (or any other needed documents) and references for any and all explanations.

a. Information Security Contracts (SDG&E – Information Technology O&M; Attachment A, Section 5.B.i.)

i. Please provide the number of contracts related to this line item.

ii. For each contract please provide the forecasted cost, actual cost and the variance.

2016 GRC Testimony: SDG&E-19- R-A SJM-19 to SJM-20

2019 GRC Testimony: SDG&E-25 GW-25 to GW-27

b. Operator Qualification (SCG – Gas Transmission O&M; Attachment B, Section 3.A.)

i. Please indicate whether any work units or activities listed was incorporated into this line item from Operations Management and Training.

2016 GRC Testimony: SCG-04 FBA-57 to FBA-60

2019 GRC Testimony: SCG-05-R OR-52 to OR-54

c. Business Unit Expansion Blanket (SDG&E – Support Services Capital; Attachment A, Section 5.C.iv.)

i. Please provide total spending for this line item excluding the any costs associated with Greencraig Tenant Improvements, which was listed as an “emergent activity” in the report.

2016 GRC Testimony: SDG&E- 17 JCS-28 to JCS-29

2019 GRC Testimony: SDG&E- 22 RDT-35 to RDT- 37

d. Main and Service Abandonments (SCG – Gas Distribution Capital; Attachment B, Section 1.D.)

i. Please provide the total number of forecasted orders, actual orders, and the difference.

ii. Please provide the total number of forecasted requests, actual requests and the difference.

2016 GRC Testimony: SCG-04-R FBA-104 to FBA- 107

2019 GRC Testimony: SCG-04-R GOM-106 to GOM-108

SDG&E and SoCalGas Response 2:
a. Information Security Contracts (SDG&E – Information Technology O&M; Attachment A, Section 5.B.i.)
SDG&E’s TY2016 Authorized value for the IS contract workpaper was based on a settlement agreement with ORA (now known as CalPAO), which represented a compromise of total non-labor spending levels, not specific contract commitments, therefore, SDG&E is unable to produce the authorized number of contracts.  
In 2018, SDG&E paid 35 contracts.  Please see accompanying Excel file: ‘ED-DR-03_Q2.a. IS Contracts 2018 Actuals’ for 2018 actual costs for Information Security Contracts.  Additionally, SDG&E is required to include a unit value for each accountability item in the 2019 RSAR (due March 31), where available, so SDG&E is actively evaluating the appropriate unit value to include for Information Security Contracts.
See attachments ED-DR-03 Q2 a1 Attachment.pdf and ED-DR-03 Q2 a2 Attachment.pdf for the requested GRC testimony excerpts.
b. Operator Qualification (SCG – Gas Transmission O&M; Attachment B, Section 3.A.)
As reflected in SoCalGas’ two most recent GRC Applications, SoCalGas’ request for dollars to cover expenditures associated with Operator Qualification was based on historic trends: TY2016 and TY2019 GRC both used the adjusted-recorded base year costs to forecast their expenses. 
Because of the wide range in scope and dollars associated with requalification of work tasks, SoCalGas has not, and does not believe that it is practical to forecast total expenditures based on a correlation to historic (or forecasted) number of technicians requalified. For example, SoCalGas requalifies technicians based on a 1-year, 3-year or 5-year cycle depending on the type and description of the work task and when each technician completes his or her initial training. There are approximately 70 different work tasks that technicians must be requalified to perform and the number of requalification performed each month varies depending on expiration dates. 

SoCalGas maintains a record of how many requalifications took place each year (there were approximately 5,600 in 2018), but because of the different requalification cycles, the number of requalification can vary from year to year.  
See attachments ED-DR-03 Q2 b1 Attachment.pdf and ED-DR-03 Q2 b2 Attachment.pdf for the requested GRC testimony excerpts.
SDG&E and SoCalGas Response 2 (Continued):
c. Business Unit Expansion Blanket (SDG&E – Support Services Capital; Attachment A, Section 5.C.iv.)
As referenced in Exhibit SDG&E-22 (pages RDT-35 to RDT-37) in the Prepared Direct Testimony of R. Dale Tattersall, the purpose of the Business Unit Expansion Blanket is to fund building and facility expansions and improvements that are necessary to adequately support growing corporate business objectives and initiatives.  The projects typically found in the Business Unit Expansion Blanket include activities such as the planning, expansion, relocation, building construction and facility consolidation for various company buildings/facilities.  

The table below compares the total spend against the imputed authorized amount for Budget Code 710 – Business Unit Expansion Blanket excluding the Greencraig Tenant Improvement Project.  Per the data request, the amounts reflected in the table below do not include the recorded costs associated with the Greencraig Tenant Improvement Project.   
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The Greencraig Tenant Improvement Project was considered an emergent activity that was later managed under a unique budget code (BC 17772) upon the completion of the planning phase of the project.  
Due to the nature and variability of the projects included in the Business Unit Expansion Blanket, it is not feasible to assign work units (either actual or planned) to those projects.  As an alternative to assignment of work units, the “planning” activity can be assigned to the 2018 recorded costs.   
After excluding the recorded costs for the Greencraig Tenant Improvement project, the resulting variance falls below the $2 million variance threshold requiring a variance explanation.
See attachments ED-DR-03 Q2 c1 Attachment.pdf and ED-DR-03 Q2 c2 Attachment.pdf for the requested GRC testimony excerpts.
SDG&E and SoCalGas Response 2 (Continued):
d. Main and Service Abandonments (SCG – Gas Distribution Capital; Attachment B, Section 1.D.)
As reflected in SoCalGas’ two most recent GRC Applications, SoCalGas’ request for dollars to cover expenditures associated with Main and Service abandonments were based on historic trends: TY2016 GRC used the 5-year average of actuals, whereas, the TY2019 GRC used a linear extrapolation of 5-years of historical spending levels. 
Because of the wide range in scope and dollars associated with any one work order, SoCalGas has not forecasted, and does not believe that it is practical to forecast, total expenditures based on a correlation to historic (or forecasted) number of work orders and/or received requests. For example, a single work order could be for a single project that takes 1 day and costs less than $1,000 while another single work order could be for a project that takes multiple days and costs $15,000. Reasons for such a wide range in scope and costs include: the variable amount of material to be abandoned (e.g. abandoning 10 feet or 1,000 feet of pipe), the amount of SoCalGas equipment and personnel involved (e.g. one person and one service truck vs. a 3-person crew and multiple types of trucks).  

SoCalGas maintains a record of each Field Completed work order (there were 4,672 orders in 2018), but because SoCalGas does not forecast based on the number of work orders nor the number of customer requests specific to abandonment, SoCalGas is not able to provide a forecast of either of these variables associated with the authorized values in either the 2016 GRC or 2019 GRCs.  

SoCalGas is required to include a per unit value for each accountability item in the 2019 RSAR (due March 31), and we are actively evaluating the appropriate per unit value to include for the Main and Service Abandonment line item.
See attachments ED-DR-03 Q2 d1 Attachment.pdf and ED-DR-03 Q2 d2 Attachment.pdf for the requested GRC testimony excerpts.
3. Please provide a list of programs included in each line item below and identify each as being Safety, Reliability, Maintenance or Customer Care.  Please identify which Decision, Order or which called for these “CPUC mandated” projects.  As the percent variance in this report is surprisingly large, please provide an in depth explanation for the variance for these line items.

a. Software – Customer Care/Mandated (SDG&E – Information Technology Capital; Attachment A, Section 5.B.iv.)
2016 GRC Testimony: SDG&E- 19 SJM-21 to SJM-30

2019 GRC Testimony: SDG&E- 24-R CRO-16 to CRO-31

b. Applications – Utility Operations/Mandated (SCG – Information Technology Capital; Attachment B, Section 6.B.iv.)
2016 GRC Testimony: SCG-18-R CRO-19 to CRO- 34

2019 GRC Testimony: SCG-26 CRO-17 to CRO- 39

SDG&E and SoCalGas Response 3:
The individual projects contained within these two GRC workpapers are not all a result of CPUC mandates.  SDG&E and SoCalGas use the word “mandate” more loosely and instead considers directives from all regulatory bodies including but not limited to the Pipeline and Hazardous Materials Safety Administration (PHMSA), California Legislation such as Assembly Bills (AB) and Senate Bills (SB), and also internal audit remediations as mandated projects.
Please see accompanying Excel files for the requested information: 
ED-DR-03_Q3.a._SDG&E IT WP Software_Customer Care_Mandated

ED-DR-03 Q3.b_SCG IT WP Applications_Utility Operations_Mandated  
See attachments ED-DR-03 Q3 a1 Attachment.pdf and ED-DR-03 Q3 a2 Attachment.pdf for the requested GRC testimony excerpts.
See attachments ED-DR-03 Q2 b1 Attachment.pdf and ED-DR-03 Q2 ab Attachment.pdf for the requested GRC testimony excerpts.
