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December 14, 2007 
 
 
Advice No. 3802 
(U 904 G) 
 
Public Utilities Commission of the State of California 
 
Subject: Establishment of the Native Gas Program Mechanism (NGPM) and Native  
 Gas Tracking Account (NGTA)  
 
Southern California Gas Company (SoCalGas) hereby submits for approval by the California 
Public Utilities Commission (Commission) revisions to its tariffs (or Preliminary Statement), 
applicable throughout its service territory, as shown on Attachment B. 
 
Purpose 
 
This advice letter provides revisions to SoCalGas’ Preliminary Statement to include the 
NGPM (i.e., Part XIII) consistent with the Settlement Agreement (SA) adopted by Decision 
(D.) 06-06-065 and modified by D.07-11-032, which includes establishing the NGTA to record 
the ratepayers’ allocation of revenues and costs associated with the Native Gas Program. 
 
Background 
 
On July 25, 2005, SoCalGas entered into a SA with the Southern California Generation 
Coalition (SCGC), The Utility Reform Network (TURN) and the Division of Ratepayer 
Advocates (DRA).  The SA proposed a mechanism which shared equally the costs and 
revenues associated with SoCalGas’ Native Gas Program to explore for and to produce 
native natural gas that may be located adjacent to its existing natural gas storage fields.   
 
On September 7, 2005, SoCalGas filed a Revised Joint Stipulation with the California 
Producers which reconciled differences between the SA and the original Joint Stipulation 
filed by the same parties on July 13, 2004.1  The original Stipulation conflicted with the SA 
regarding how the costs and revenues of the native gas program would be treated, 
supporting the original 90/10 split proposed by SoCalGas with A.04-01-034.  The Revised 
Joint Stipulation accepted the revenue and cost allocation provisions of the SA. 
 

                     
1  The California Producers refer to the Indicated Producers, the California Independent Petroleum 
Association, the California Natural Gas Producers Association, Exxon, and the Western States 
Petroleum Association.   
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D.06-06-065 adopted both the SA and the Revised Joint Stipulation.2    
 
On September 4, 2007, SoCalGas, the DRA, TURN, and the SCGC filed a joint Petition for 
Modification of D.06-06-065.  On November 16, 2007, the Commission issued D.07-11-032 
granting modification of D.06-06-065 which will amend the SA and provide that the 
ratepayers’ allocation of revenues tracked through the Aliso SS-1-0 Internal Order be net of 
development and production costs (e.g., dehydration costs) and allow SoCalGas to proceed 
with other native gas projects before obtaining the permits necessary to develop the known 
reservoir at La Goleta. 
 
Establishment of the NGPM and NGTA  
 
SoCalGas proposes to include as a new section, Preliminary Statement, Part XIII, to formally 
document the NGPM, consistent with Ordering Paragraph (OP) 3 of D.06-06-065, which 
adopted a cost and revenue sharing mechanism for SoCalGas’ Native Gas Program as set 
forth in the SA as modified by D.07-11-032, Revised Joint Stipulation, and Interim Rules 
Applicable to Native Gas.3  The NGPM shall also include the establishment of the NGTA to 
record the ratepayers’ share of revenues and costs associated with the Native Gas Program. 
The ratepayers’ share of acquisition and exploration (A&E) costs for unsuccessful prospects 
would be limited to $3 million, funded from their 50% share of net revenues from the known 
gas reservoir at La Goleta and other successful prospects.  The balance in the NGTA will be 
amortized in transportation rates in connection with SoCalGas’ annual regulatory account 
balance update filing.  The ratepayers’ allocation of revenues, net of development, 
production and de-commissioning costs, recorded to the NGTA will be allocated 70% to core 
customers and 30% to noncore customers.  The shareholders’ allocation of net revenues, 
including A&E costs for unsuccessful prospects and de-commissioning costs in excess of 
amounts initially reserved for a producing well, will be an exclusion under SoCalGas’ 
Performance Based Ratemaking (PBR) Sharing Mechanism.   
 
Protest 
 
Anyone may protest this advice letter to the Commission.  The protest must state the grounds 
upon which it is based, including such items as financial and service impact, and should be 
submitted expeditiously.  The protest must be made in writing and received within 20 days of 
the date this advice letter was filed with the Commission.  There is no restriction on who may 
file a protest.  The address for mailing or delivering a protest to the Commission is: 
 

CPUC Energy Division 
Attention:  Tariff Unit 
505 Van Ness Avenue 
San Francisco, CA 94102 

 
Copies of the protest should also be sent via e-mail to the attention of both Maria Salinas 
(mas@cpuc.ca.gov) and Honesto Gatchalian (jnj@cpuc.ca.gov) of the Energy Division.  A 
copy of the protest shall also be sent via both e-mail and facsimile to the address shown 
below on the same date it is mailed or delivered to the Commission.  
 

 

                     
2  D.06-06-065 and the established revenue sharing mechanism for the production of native gas does 
not apply to the production of native gas from SoCalGas’ Montebello storage field, which operates 
under a sharing mechanism previously approved by the Commission in D.01-06-081. 
3  As included in Appendices B-D, respectively, of D.06-06-065. 
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Attn:  Sid Newsom 
Tariff Manager - GT14D6 
555 West Fifth Street 
Los Angeles, CA  90013-1011 
Facsimile No. (213) 244-4957 
E-Mail:  snewsom@semprautilities.com 

 
Effective Date 
 
SoCalGas believes that this filing is subject to Energy Division disposition and should be 
classified as Tier 2 (effective after staff approval) pursuant to GO 96-B.  This filing is 
consistent with D.06-06-065 and therefore SoCalGas respectfully requests that this filing be 
approved on January 13, 2008, which is 30 calendar days after the date filed. 

 
Notice 

 
A copy of this advice letter is being sent to all parties listed on Attachment A, which includes 
the interested parties in A.04-01-034. 
 
 

________________________________ 
KEN DEREMER 

Director 
Tariffs and Regulatory Accounts 

 
Attachments 



 

CALIFORNIA PUBLIC UTILITIES COMMISSION 
ADVICE LETTER FILING SUMMARY 

ENERGY UTILITY  
MUST BE COMPLETED BY UTILITY (Attach additional pages as needed) 

Company name/CPUC Utility No. SOUTHERN CALIFORNIA GAS COMPANY (U 904-G) 
Utility type:   Contact Person:  Sid Newsom 

 ELC  GAS       Phone #: (213)  244-2846  
 PLC  HEAT  WATER E-mail:   snewsom@semprautilities.com 

EXPLANATION OF UTILITY TYPE 

ELC = Electric              GAS = Gas  
PLC = Pipeline              HEAT = Heat     WATER = Water 

(Date Filed/ Received Stamp by CPUC) 

Advice Letter (AL) #:   3802  

Subject of AL:  Establishment of the Native Gas Program Mechanism and Native Gas Tracking Account 
Keywords (choose from CPUC listing):   Storage, Preliminary Statement, Compliance 

AL filing type:  Monthly  Quarterly  Annual  One-Time  Other       
If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:  
     D06-06-065, 07-11-032 
Does AL replace a withdrawn or rejected AL?  If so, identify the prior AL      No 
Summarize differences between the AL and the prior withdrawn or rejected AL1:      N/A 
      
Does AL request confidential treatment? If so, provide explanation:   No 
 
Resolution Required?   Yes  No                                        Tier Designation:   1    2    3 

Requested effective date:  1/13/08 No. of tariff sheets:   11 
Estimated system annual revenue effect: (%):      None 
Estimated system average rate effect (%):      None 
When rates are affected by AL, include attachment in AL showing average rate effects on customer 
classes (residential, small commercial, large C/I, agricultural, lighting). 
Tariff schedules affected:        PS VII, a new PS XIII and TOCs 
      
Service affected and changes proposed1:     N/A 
      
Pending advice letters that revise the same tariff sheets:     None 
      
Protests and all other correspondence regarding this AL are due no later than 20 days after the date of 
this filing, unless otherwise authorized by the Commission, and shall be sent to: 
CPUC, Energy Division       Southern California Gas Company 
Attention: Tariff Unit                                    Attention: Sid Newsom 
505 Van Ness Ave.  555 West Fifth Street, GT14D6 
San Francisco, CA 94102 Los Angeles, CA  90013-1011 
mas@cpuc.ca.gov and jnj@cpuc.ca.gov snewsom@semprautilities.com 

 

                                                 
1 Discuss in AL if more space is needed. 
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Aglet Consumer Alliance 
James  Weil 
jweil@aglet.org 
 

Alcantar & Kahl 
Elizabeth  Westby 
egw@a-klaw.com 
 

Alcantar & Kahl 
Kari  Harteloo 
klc@a-klaw.com 
 

Ancillary Services Coalition 
Jo Maxwell 
jomaxwell@ascoalition.com 
 

Ancillary Services Coalition 
Nick Planson 
nplanson@ascoalition.com 
 

Ancillary Services Coalition 
Terry Rich 
TRich@ascoalition.com 
 

BP Amoco, Reg. Affairs 
Marianne  Jones 
501 West Lake Park Blvd. 
Houston, TX 77079 
 

Barkovich & Yap 
Catherine E.  Yap 
ceyap@earthlink.net 
 

Beta Consulting 
John  Burkholder 
burkee@cts.com 
 

CPUC 
Consumer Affairs Branch  
505 Van Ness Ave., #2003 
San Francisco, CA 94102 
 

CPUC 
Pearlie Sabino 
pzs@cpuc.ca.gov 
 

CPUC 
Energy Rate Design & Econ.  
505 Van Ness Ave., Rm. 4002 
San Francisco, CA 94102 
 

CPUC - DRA 
Galen Dunham 
gsd@cpuc.ca.gov 
 

CPUC - DRA 
R. Mark  Pocta 
rmp@cpuc.ca.gov 
 

CPUC - DRA 
Jacqueline Greig 
jnm@cpuc.ca.gov 
 

California Energy Market 
Lulu Weinzimer 
luluw@newsdata.com 
 

Calpine Corp 
Avis Clark 
aclark@calpine.com 
 

City of Anaheim 
Ben Nakayama 
Public Utilities Dept. 
P. O. Box 3222 
Anaheim, CA 92803 
 

City of Azusa 
Light & Power Dept.  
215 E. Foothill Blvd. 
Azusa, CA 91702 
 

City of Banning 
Paul  Toor 
P. O. Box 998 
Banning, CA 92220 
 

City of Burbank 
Fred Fletcher/Ronald Davis  
164 West Magnolia Blvd., Box 631 
Burbank, CA 91503-0631 
 

City of Colton 
Thomas K.  Clarke 
650 N. La Cadena Drive 
Colton, CA 92324 
 

City of Long Beach, Gas & Oil Dept. 
Chris  Garner 
2400 East Spring Street 
Long Beach, CA 90806 
 

City of Los Angeles 
City Attorney  
200 North Main Street, 800 
Los Angeles, CA 90012 
 

City of Pasadena - Water and Power 
Dept. 
G Bawa 
GBawa@cityofpasadena.net 
 

City of Riverside 
Joanne  Snowden 
jsnowden@riversideca.gov 
 

City of Vernon 
Daniel Garcia 
dgarcia@ci.vernon.ca.us 
 

Commerce Energy 
Brian Patrick 
BPatrick@commerceenergy.com 
 

Commerce Energy 
Tony  Cusati 
TCusati@commerceenergy.com 
 

Commerce Energy 
Glenn Kinser 
gkinser@commerceenergy.com 
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Commerce Energy 
Lynelle Lund 
llund@commerceenergy.com 
 

County of Los Angeles 
Stephen Crouch 
1100 N. Eastern Ave., Room 300 
Los Angeles, CA 90063 
 

Crossborder Energy 
Tom  Beach 
tomb@crossborderenergy.com 
 

Culver City Utilities 
Heustace Lewis 
Heustace.Lewis@culvercity.org 
 

DGS 
Henry Nanjo 
Henry.Nanjo@dgs.ca.gov 
 

Davis Wright Tremaine, LLP 
Edward W.  O'Neill 
505 Montgomery Street, Ste 800 
San Francisco, CA 94111 
 

Davis, Wright, Tremaine 
Judy  Pau 
judypau@dwt.com 
 

Dept. of General Services 
Celia Torres 
celia.torres@dgs.ca.gov 
 

Douglass & Liddell 
Dan  Douglass 
douglass@energyattorney.com 
 

Douglass & Liddell 
Donald C. Liddell 
liddell@energyattorney.com 
 

Downey, Brand, Seymour & Rohwer 
Ann Trowbridge 
atrowbridge@downeybrand.com 
 

Downey, Brand, Seymour & Rohwer 
Dan  Carroll 
dcarroll@downeybrand.com 
 

Dynegy 
Joseph M.  Paul 
jmpa@dynegy.com 
 

Gas Purchasing 
BC Gas Utility Ltd.  
16705 Fraser Highway 
Surrey, British Columbia,  V3S 2X7 
 

Gas Transmission Northwest 
Corporation 
Bevin  Hong 
Bevin_Hong@transcanada.com 
 

General Services Administration 
Facilities Management (9PM-FT)  
450 Golden Gate Ave. 
San Francisco, CA 94102-3611 
 

Goodin, MacBride, Squeri, Ritchie & 
Day, LLP 
J. H.  Patrick 
hpatrick@gmssr.com 
 

Goodin, MacBride, Squeri, Ritchie & 
Day, LLP 
James D.  Squeri 
jsqueri@gmssr.com 
 

Hanna & Morton 
Norman A.  Pedersen, Esq. 
npedersen@hanmor.com 
 

Imperial Irrigation District 
K. S.  Noller 
P. O. Box 937 
Imperial, CA 92251 
 

JBS Energy 
Jeff  Nahigian 
jeff@jbsenergy.com 
 

Jeffer, Mangels, Butler & Marmaro  
2 Embarcaero Center, 5th Floor 
San Francisco, CA 94111 
 

Kern River Gas Transmission Company 
Janie Nielsen 
Janie.Nielsen@KernRiverGas.com  
 

LADWP 
Nevenka  Ubavich 
nevenka.ubavich@ladwp.com 
 

LADWP 
Randy  Howard 
P. O. Box 51111, Rm. 956 
Los Angeles, CA 90051-0100 
 

Law Offices of Diane I. Fellman 
Diane  Fellman 
diane_fellman@fpl.com 
 

Law Offices of William H. Booth 
William  Booth 
wbooth@booth-law.com 
 

Luce, Forward, Hamilton & Scripps 
John  Leslie 
jleslie@luce.com 
 

MRW & Associates 
Robert  Weisenmiller 
mrw@mrwassoc.com 
 

Manatt Phelps Phillips 
Randy Keen 
rkeen@manatt.com 
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Manatt, Phelps & Phillips, LLP 
David  Huard 
dhuard@manatt.com 
 

March Joint Powers Authority 
Lori Stone 
PO Box 7480,   
Moreno Valley, CA 92552 
 

Matthew Brady & Associates 
Matthew  Brady 
matt@bradylawus.com 
 

Julie Morris 
Julie.Morris@PPMEnergy.com 
 

National Utility Service, Inc. 
Jim  Boyle 
One Maynard Drive, P. O. Box 712 
Park Ridge, NJ 07656-0712 
 

PG&E Tariffs 
Pacific Gas and Electric  
PGETariffs@pge.com 
 

Pacific Gas & Electric Co. 
John  Clarke 
jpc2@pge.com 
 

Praxair Inc 
Rick Noger 
rick_noger@praxair.com 
 

Questar Southern Trails 
Lenard  Wright 
Lenard.Wright@Questar.com 
 

R. W. Beck, Inc. 
Catherine Elder 
celder@rwbeck.com 
 

Regulatory & Cogen Services, Inc. 
Donald W.  Schoenbeck 
900 Washington Street, #780 
Vancouver, WA 98660 
 

Richard Hairston & Co. 
Richard  Hairston 
hairstonco@aol.com 
 

Sempra Global  
William Tobin 
wtobin@sempraglobal.com 
 

Sierra Pacific Company 
Christopher A. Hilen 
chilen@sppc.com 
 

Southern California Edison Co 
Fileroom Supervisor  
2244 Walnut Grove Ave., Rm 290, GO1 
Rosemead, CA 91770 
 

Southern California Edison Co 
Karyn  Gansecki 
601 Van Ness Ave., #2040 
San Francisco, CA 94102 
 

Southern California Edison Co. 
Colin E.  Cushnie 
Colin.Cushnie@SCE.com 
 

Southern California Edison Co. 
Kevin  Cini 
Kevin.Cini@SCE.com 
 

Southern California Edison Co. 
John Quinlan 
john.quinlan@sce.com 
 

Southern California Edison Company 
Michael Alexander 
Michael.Alexander@sce.com 
 

Southwest Gas Corp. 
John Hester 
P. O. Box 98510 
Las Vegas, NV 89193-8510 
 

Suburban Water System 
Bob Kelly 
1211 E. Center Court Drive 
Covina, CA 91724 
 

Sutherland, Asbill & Brennan 
Keith  McCrea 
kmccrea@sablaw.com 
 

TURN 
Marcel  Hawiger 
marcel@turn.org 
 

TURN 
Mike  Florio 
mflorio@turn.org 
 

The Mehle Law Firm PLLC 
Colette B. Mehle 
cmehle@mehlelaw.com 
 

Western Manufactured Housing 
Communities Assoc. 
Sheila Day 
sheila@wma.org 
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PUBLIC UTILITIES COMMISSION 
PATRICK GILEAU 
plg@cpuc.ca.gov 
 

SEMPRA ENERGY 
DAVID J. GILMORE 
dgilmore@sempra.com 
 

CALIF PUBLIC UTILITIES COMMISSION 
Jacqueline Greig 
jnm@cpuc.ca.gov 
 

THE UTILITY REFORM NETWORK 
MARCEL HAWIGER 
marcel@turn.org 
 

SOUTHERN CALIFORNIA GAS 
COMPANY/SDG&E 
GREGORY HEALY 
ghealy@semprautilities.com 
 

SOUTHERN CALIFORNIA EDISON 
COMPANY 
GLORIA M. ING 
gloria.ing@sce.com 
 

ALCANTAR & KAHL, LLP 
EVELYN KAHL 
ek@a-klaw.com 
 

LUCE, FORWARD, HAMILTON & 
SCRIPPS, LLP 
JOHN  W. LESLIE 
jleslie@luce.com 
 

CALIF PUBLIC UTILITIES COMMISSION 
Kelly C. Lee 
kcl@cpuc.ca.gov 
 

CALIF PUBLIC UTILITIES COMMISSION 
Richard A. Myers 
ram@cpuc.ca.gov 
 

HANNA AND MORTON, LLP 
NORMAN A. PEDERSEN 
npedersen@hanmor.com 
 

SANTA BARBARA COUNTY 
LUIS PEREZ 
lfperez@co.santa-barbara.ca.us 
 

ANDERSON & POOLE 
EDWARD G. POOLE 
epoole@adplaw.com 
 

CALIF PUBLIC UTILITIES COMMISSION 
Marion Peleo 
map@cpuc.ca.gov 
 

WESTERN STATES PETROLEUM 
ASSOCIATION 
CATHY REHEIS-BOYD 
creheis@wspa.org 
 

HANNA AND MORTON, LLP 
ALANA STEELE 
asteele@hanmor.com 
 

ALCANTAR  & KAHL, LLP 
KAREN TERRANOVA 
filings@a-klaw.com 
 

ALCANTAR & KAHL 
ELIZABETH WESBY 
egw@a-klaw.com 
 

CALIF PUBLIC UTILITIES COMMISSION 
John S. Wong 
jsw@cpuc.ca.gov 
 

LOCAL 483 UTILITY WORKERS UNION 
DENNIS ZUKOWSKI 
dennis@local483.org 
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Cal. P.U.C. 
Sheet No.  Title of Sheet  

Cancelling Cal. 
P.U.C. Sheet No. 

 

1 

Revised 42597-G  PRELIMINARY STATEMENT - PART VII - 
TRACKING ACCOUNTS, DESCRIPTION AND 
LISTING OF TRACKING ACCOUNTS, Sheet 1 

 Revised 40920-G 

     
Original 42598-G  PRELIMINARY STATEMENT - PART VII - 

TRACKING ACCOUNTS, NATIVE GAS 
TRACKING ACCOUNT (NGTA), Sheet 1 

   

     
Original 42599-G  PRELIMINARY STATEMENT, PART XIII, 

NATIVE GAS PROGRAM MECHANISM, Sheet 
1 

   

Original 42600-G  PRELIMINARY STATEMENT, PART XIII, 
NATIVE GAS PROGRAM MECHANISM, Sheet 
2 

   

Original 42601-G  PRELIMINARY STATEMENT, PART XIII, 
NATIVE GAS PROGRAM MECHANISM, Sheet 
3 

   

Original 42602-G  PRELIMINARY STATEMENT, PART XIII, 
NATIVE GAS PROGRAM MECHANISM, Sheet 
4 

   

Original 42603-G  PRELIMINARY STATEMENT, PART XIII, 
NATIVE GAS PROGRAM MECHANISM, Sheet 
5 

   

Original 42604-G  PRELIMINARY STATEMENT, PART XIII, 
NATIVE GAS PROGRAM MECHANISM, Sheet 
6 

   

Original 42605-G  PRELIMINARY STATEMENT, PART XIII, 
NATIVE GAS PROGRAM MECHANISM, Sheet 
7 

   

     
Revised 42606-G  TABLE OF CONTENTS  Revised 42596-G 
Revised 42607-G  TABLE OF CONTENTS  Revised 42059-G 

 



SOUTHERN CALIFORNIA GAS COMPANY Revised CAL. P.U.C. SHEET NO. 42597-G 
 LOS ANGELES, CALIFORNIA CANCELING Revised CAL. P.U.C. SHEET NO. 40920-G 
      

 PRELIMINARY STATEMENT - PART VII - TRACKING ACCOUNTS  
 DESCRIPTION AND LISTING OF TRACKING ACCOUNTS  
   

 

    
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC) 

ADVICE LETTER NO. 3802 Lee Schavrien DATE FILED Dec 14, 2007 
DECISION NO. Vice President EFFECTIVE Jan 13, 2008 
1H18 

06-06-065 and 07-11-
032 Regulatory Affairs RESOLUTION NO.  

 

A. GENERAL 
 

Tracking accounts reconcile the difference between Commission-authorized forecasted costs and 
SoCalGas' recorded costs.  Balances in the tracking accounts shall be reconciled in revenue requirement 
in SoCalGas' next BCAP or other appropriate rate proceeding. 

 
B. LISTING OF TRACKING ACCOUNTS 
 

Other Hazardous Substance Tracking Account (OHSTA) 
Noncore Fixed Cost Tracking Account (NFCTA) 
Noncore Interstate Transition Cost Surcharge Account (NITCSA) 
Core Interstate Transition Cost Surcharge Account (CITCSA) 
Vernon Revenue Tracking Account (VRTA) 
Montebello True-Up Tracking Account (MTTA) 
Native Gas Tracking Account (NGTA) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
N 
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 LOS ANGELES, CALIFORNIA CANCELING  CAL. P.U.C. SHEET NO.  
      

 PRELIMINARY STATEMENT - PART VII - TRACKING ACCOUNTS Sheet 1 N 
 NATIVE GAS TRACKING ACCOUNT (NGTA) N 
   

 

    
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC) 

ADVICE LETTER NO. 3802 Lee Schavrien DATE FILED Dec 14, 2007 
DECISION NO. Vice President EFFECTIVE Jan 13, 2008 
1C17 

06-06-065 and 07-11-
032 Regulatory Affairs RESOLUTION NO.  

 

The NGTA is an interest bearing tracking account recorded on SoCalGas' financial statements pursuant to 
the Settlement Agreement approved by D.06-06-065 and modified by D.07-11-032.  The purpose of the 
NGTA is to track the ratepayers’ share of revenues and costs associated with the Native Gas Program 
Mechanism as described in Preliminary Statement, Part XIII.    

 
SoCalGas maintains the NGTA by making entries to the account at the end of each month, as follows: 

 
a. A credit entry equal to the 100% of the net revenues related to the sale of native gas from the Aliso 

SS-1-0 producing well, reduced by one-half of any unsuccessful permitting costs as described in 
Preliminary Statement Part XIII, B.1. 

 
b. A credit entry equal to the ratepayers’ 50% allocation of the net revenues related to the sale of 

native gas from the known native gas reservoir at the La Goleta Storage field or other successful 
prospects that result in proven oil and gas reserves after reimbursement of interest to shareholders 
for funding the ratepayers’ 50% share of development and production costs and contribution to the 
Acquisition and Exploration (A&E) Internal Order (I/O) up to a ceiling of $3 million as described in 
Preliminary Statement, Part XIII, B.2. and B.3.b., respectively. 

 
c. A credit entry equal to the balance transferred from the A&E I/O as described in Preliminary 

Statement Part XIII, B.4.c.   
 

d. A credit entry for the ratepayers’ 50% share of actual de-commissioning costs that are less than the 
amount reserved for any well as described in Preliminary Statement, Part XIII, B.2. 

 
e. An entry equal to the amortization of the balance as authorized by the Commission. 

 
f. An entry equal to interest on the average of the balance in the account during the month, calculated 

in the manner described in Preliminary Statement, Part I, J. 
 
The ratepayers’ 50% share of development, production and de-commissioning costs are limited to their 
50% share of revenues from the sale of native gas, gas condensates, and/or oil as described in Preliminary 
Statement Part XIII, B.2.b.  The disposition of the balance in the NGTA will be refunded to ratepayers in 
connection with SoCalGas’ Annual Regulatory Account Balance Update filing for transportation rates 
effective January 1 of the following year.  The balance in the account shall be allocated 70% to core 
customers and 30% to noncore customers.  The shareholders’ allocation of net revenues, including A&E 
costs for unsuccessful prospects and de-commissioning costs in excess of amounts initially reserved for a 
producing well, will be an exclusion under SoCalGas’ Performance Based Ratemaking (PBR) Sharing 
Mechanism.   
 

N 
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 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
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 | 
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 | 
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 | 
 | 
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 | 
 | 
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 | 
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 LOS ANGELES, CALIFORNIA CANCELING  CAL. P.U.C. SHEET NO.  
      

 PRELIMINARY STATEMENT Sheet 1 N 
 PART XIII N 
 NATIVE GAS PROGRAM MECHANISM N 

 

 (Continued)   
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC) 

ADVICE LETTER NO. 3802 Lee Schavrien DATE FILED Dec 14, 2007 
DECISION NO. Vice President EFFECTIVE Jan 13, 2008 
1C20 

06-06-065 and 07-11-
032 Regulatory Affairs RESOLUTION NO.  

 

A. GENERAL 
 
1. The Native Gas Program Mechanism (NGPM), approved by Decision (D.) 06-06-065 and modified 

by D.07-11-032, provides a revenue sharing mechanism for allocating revenues and related costs 
associated with the exploration, production and sale of native gas, gas condensates, and/or oil from 
reservoirs other than the storage reservoirs or wells producing prior to July 25, 2005, at or adjacent 
to SoCalGas’ storage fields other than Montebello.  The costs associated with the NGPM include 
costs associated with acquisition, exploration, development, production, and de-commissioning of 
the known gas reservoir at La Goleta and prospects as set forth in D.06-06-065.  The Native Gas 
Tracking Account (NGTA), as set forth in Preliminary Statement Part VII, is a tracking account 
that will record the ratepayers’ share of revenues and costs associated with the NGPM.   

 
2. Internal orders (I/Os) will be established that, although are not formal regulatory accounts, are 

interest-bearing accounting mechanisms which provide a basis for recording entries in the NGTA.  
The Aliso SS-1-0 I/O will be maintained to track the ratepayers’ 100% allocation of the net 
revenues associated with Aliso SS-1-0 producing well.  The Acquisition & Exploration (A&E) I/O 
will be maintained to track the ratepayers’ 50% share of A&E costs and the ratepayers’ 50% share 
of net revenues from the sale of native gas, gas condensates, and/or oil from the known gas 
reservoir at La Goleta or other successful prospects.  Net revenues from the La Goleta reservoir and 
other successful projects recorded to the A&E I/O shall not exceed $3 million.  The revenues from 
the sale of gas from the Aliso SS-1-0 well will not be tracked in the A&E I/O.   

 
3. Definitions of terms used in this Preliminary Statement may be found in the Settlement Agreement 

included in Appendix B (Section III.2) of D.06-06-065. 
 
B. NATIVE GAS PROGRAM PROCEDURES 
 

1. Aliso SS-1-0 Producing Well  
 

a. The ratepayers’ 100% allocation of net revenues from the Aliso SS-1-0 producing well will 
initially be recorded in the Aliso SS-1-0 I/O.  Revenues include all native gas produced by 
SoCalGas that is sold on the open market, net of development and production costs such as 
dehydration costs, and minus any royalties due to third parties.  In addition, revenues may 
include sales to an affiliate or to the SoCalGas Gas Acquisition Department through an open, 
competitive bidding process (including through the InterContinental Exchange). 

 
b. The ratepayers’ 50% share of any unsuccessful permitting costs associated with developing the 

known native gas reservoir at La Goleta will be used to reduce the revenues in the Aliso SS-1-0 
I/O.  If the revenues are insufficient to offset the ratepayers’ share of unsuccessful permitting 
costs, utility shareholders will be responsible for the difference.   
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B. NATIVE GAS PROGRAM PROCEDURES  (Continued) 
 

1. Aliso SS-1-0 Producing Well  (Continued) 
 

c. Any remaining net revenues in the Aliso SS-1-0 I/O will be recorded to the NGTA.  The costs 
associated with operating the Aliso SS-1-0 well will be treated as a normal utility cost of 
operation and such costs will not be separately tracked in the I/O for purposes of the NGPM. 

 
2. Known Native Gas Reservoir at La Goleta/Funding of the A&E I/O 

 
Cost and revenues associated with the known gas reservoir at La Goleta will be tracked as follows: 

 
a. Successful permitting costs will be treated as development costs and recorded to the La Goleta 

I/O; however, if SoCalGas is unsuccessful in obtaining permits to develop the known gas 
reservoir at La Goleta, the ratepayers’ and shareholders’ allocation of these unsuccessful 
permitting costs will be shared as described in B.1.b.   

 
b. Development and production costs will be recorded to the La Goleta I/O.  There will be no 

separate charge or accounting for the use of any ratepayer-funded facilities.  SoCalGas 
guarantees that the ratepayers’ share of development and production costs for any prospect will 
never exceed their share of revenues from that same prospect.  Accordingly, if the revenues 
from the sale of native gas, gas condensates, and/or oil from any prospect are insufficient to 
cover the prospect’s development, production and estimated de-commissioning production 
costs, SoCalGas’ shareholders will be responsible for the difference. 

 
c. A reasonable reserve for de-commissioning costs for successful wells will be recorded to the 

La Goleta I/O.  SoCalGas will consult with the Joint Parties to establish the amount of reserve 
for each well.   

 
If the reserve established is insufficient to cover actual de-commissioning costs of the 
producing well, shareholders will be responsible for the difference.  However, if actual 
de-commissioning costs are less than the amount reserved, the balance will be shared with 
ratepayers like other net revenues from the sale of gas, gas condensates, and/or oil. 

 
d. Revenues from the sale of gas, gas condensates, and/or oil net of any royalties due to third 

parties from the known gas reservoir at La Goleta will be recorded to the La Goleta I/O.  
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B. NATIVE GAS PROGRAM PROCEDURES  (Continued) 
 

2. Known Native Gas Reservoir at Goleta/Funding of the A&E I/O  (Continued) 
 
e. The ratepayers’ 50% share of the net revenues from the known gas reservoir at La Goleta will 

first be used to reimburse SoCalGas’ shareholders, with interest (at the 90-day commercial 
paper rate), for having funded the ratepayers’ 50% share of development and production costs.  
The remaining net revenues will first be recorded in the A&E I/O such that cumulative 
contributions to the A&E I/O do not exceed a ceiling of $3 million with any excess net 
revenues recorded to the NGTA. 

 
3. Other Prospects 

 
SoCalGas may pursue other prospects under the NGPM.  The activities regarding each prospect 
shall be recorded in a separate I/O as follows: 
 
a. One hundred percent of A&E costs (e.g., costs to drill an exploratory well) will be recorded in 

the I/O.   
 

b. Successful Prospect - If native gas is discovered, before developing the prospect, SoCalGas 
will evaluate the economic potential of that prospect.  If the prospect is deemed by SoCalGas 
to be economic to develop, SoCalGas shall proceed to develop the prospect and track costs and 
revenues similar to the known gas reservoir at La Goleta as described in B.2.  A&E costs for a 
successful prospect will be treated as development and production costs and offset the revenues 
from the prospect.  The ratepayers’ share of net revenues will first be used to reimburse 
SoCalGas’ shareholders, with interest (at the 90-day commercial paper rate), for having funded 
the ratepayers’ 50% share of development and production costs.  Any remaining revenues will 
be recorded in the A&E I/O such that cumulative contributions to the A&E I/O do not exceed a 
ceiling of $3 million with any excess net revenues recorded to the NGTA. 

 
c. Unsuccessful Prospect - If native gas is not discovered or the prospect is not economic to 

develop, the A&E I/O will be charged for the ratepayers’ 50% share of A&E costs incurred not 
to exceed a ceiling of $3 million.  The A&E I/O will also be charged for the ratepayers’ 50% 
share of de-commissioning costs as such costs are treated as A&E costs for unsuccessful 
prospects.   
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B. NATIVE GAS PROGRAM PROCEDURES  (Continued) 
 

4. Ratepayer Contributions to A&E Costs  
 

a. As described in B.2.e. and B.3.b., the ratepayers’ 50% share of net revenues from the known 
gas reservoir at La Goleta and other successful prospects will be recorded in the A&E I/O not 
to exceed $3 million.  Any net revenues in excess of $3 million will be recorded to the NGTA 
as described in B.5.a. 

 
b. The balance in the A&E I/O will be reduced for the ratepayers’ 50% share of A&E costs 

related to unsuccessful prospects as described in B.3.c. 
 

c. Any remaining credit balance in the A&E I/O will be transferred to the NGTA, only if 
SoCalGas determines that there are no further prospects worth funding.  Conversely, if a 
remaining debit balance exists and SoCalGas determines that there are no further prospects 
worth funding, the balance will not be transferred to the NGTA as SoCalGas shareholders will 
bear the risk of any A&E costs in excess of the net revenues recorded to the A&E I/O.  

 
5. Native Gas Tracking Account (NGTA)  

 
a. As described in B.2.e. and B.3.b., any net revenue above the $3 million ceiling recorded in the 

A&E I/O will be recorded to the NGTA.  Detailed entries are described in Preliminary 
Statement, Part VII, Description of Regulatory Accounts – Tracking. 

 
b. As described in B.4.c., any remaining credit balance in the A&E I/O will be transferred to the 

NGTA if SoCalGas determines that there are no further prospects worth funding.   
 

c. The balance in the NGTA shall be refunded to ratepayers in gas transportation rates in 
connection with SoCalGas’ Annual Regulatory Account Balance Update filing for rates 
effective January 1 of the following year.  There will be no adjustments made for any tax 
effects on ratepayers associated with rate reductions caused by the ratepayer allocation of 
revenues from the sale of native gas, gas condensates, and/or oil.  The balance in the NGTA 
will be allocated 70% to core customers and 30% to noncore customers.   

 

N 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
N 

 



SOUTHERN CALIFORNIA GAS COMPANY Original CAL. P.U.C. SHEET NO. 42603-G 
 LOS ANGELES, CALIFORNIA CANCELING  CAL. P.U.C. SHEET NO.  
      

 PRELIMINARY STATEMENT Sheet 5 N 
 PART XIII N 
 NATIVE GAS PROGRAM MECHANISM N 

(Continued) 

 (Continued)   
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC) 

ADVICE LETTER NO. 3802 Lee Schavrien DATE FILED Dec 14, 2007 
DECISION NO. Vice President EFFECTIVE Jan 13, 2008 
5H21 

06-06-065 and 07-11-
032 Regulatory Affairs RESOLUTION NO.  

 

B. NATIVE GAS PROGRAM PROCEDURES  (Continued) 
 
5. Native Gas Tracking Account (NGTA)  (Continued) 

 
Under the NGPM, the shareholders’ allocation of net revenues from the sale of gas, gas 
condensates and/or oil, including their allocation of A&E costs for unsuccessful prospects and de-
commissioning costs in excess of amounts initially reserved for a producing well, will be an 
exclusion under SoCalGas’ Performance Based Ratemaking (PBR) Sharing Mechanism.   

 
C. SPECIAL CONDITIONS 
 

Storage Field Integrity - SoCalGas will actively monitor native gas production and storage reservoir 
data to ensure that none of the native gas produced from any field is storage gas.  If SoCalGas should 
find that any storage gas in a given field has been produced by the Native Gas Program, SoCalGas will 
take the following actions: 

 
a. Immediately suspend native gas production at all relevant wells in such field,   

 
b. Submit a report, served on all parties of record in A.04-01-034, to the Commission within 30 

days detailing this occurrence and the remedial measures taken or proposed to be taken to 
restore storage field integrity, and  

 
c. Compensate customers for gas produced from storage facilities on a basis to be determined by 

the Commission. 
 
D. CONVERSION TO STORAGE SERVICE 
 

1. Conversion to Storage Service (La Goleta) – Subject to permitting requirements, SoCalGas plans to 
develop the known gas reservoir for storage service and sell as a storage product: 

 
a. Design and construct the wells and other facilities for storage service. 

 
b. Sell at least 2 Bcf of this gas as a package of gas commodity in place with associated inventory 

and withdrawal rights, until it is determined that SoCalGas has sold all of the gas except that 
necessary to maintain the cushion.  Prior to the capacity created by withdrawal of the native 
gas being offered for tariffed storage services, this gas will be subject to the same charges and 
access rules as other new California gas production including, without limitation, rules 
requiring the execution of an access agreement or operational balancing agreement, as adopted 
in D.07-08-029, and all rules affecting firm access rights, balancing, gas quality standards and 
monitoring protocols, meter aggregation, split metering and other operational requirements. 
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D. CONVERSION TO STORAGE SERVICE  (Continued) 
 

1. Conversion to Storage Service (La Goleta)  (Continued) 
 

c. Thereafter, SoCalGas will use the wells funded under the Native Gas Program for purposes of 
injecting and withdrawing gas into this new reservoir without seeking additional Commission 
approval to do so.   

 
If there should be any additional cost to utilize these wells for purposes of storage inventory, 
SoCalGas would seek to add any such incremental costs (specifically not including the costs 
funded under the Native Gas Program) in the costs used by the Commission for purposes of 
determining SoCalGas’ storage costs in the next rate proceeding in which such costs are 
established.   

 
2. Conversion to Storage Service (Other Prospects) - With the exception of the known native gas 

reservoir at the La Goleta storage field, if SoCalGas determines that a depleted native gas or oil 
reservoir or any wells or other facilities that have been installed pursuant to the Settlement 
Agreement are suitable and economic to use in providing storage service, SoCalGas shall seek 
Commission approval by application before placing the reservoir or facilities into storage service.  
In such application, SoCalGas will propose that any facilities that were used for the Native Gas 
Program that were funded from the A&E I/O or from the revenues obtained from the sale of native 
gas, gas condensates, and/or oil shall be transferred to storage service at the cost of converting such 
facilities to storage service.  Any costs incurred in preparing a native gas well for storage service, 
including, but not limited to, the cost of installing casing on a well that did not produce gas, shall 
be considered to be a cost of conversion to storage service and shall not be considered to be an 
acquisition, exploration, development, production, or de-commissioning cost.  

 
E. AUDIT RIGHTS 
 

Under the NGPM, the Commission has full authority to audit any aspect of this program in 
accordance with its statutory authority over SoCalGas as a jurisdictional public utility. 

 
F. REPORTING REQUIREMENTS 
 

SoCalGas will file quarterly and annual reports regarding native gas production and revenue 
associated with the NGPM with the Commission and serve them on the parties of record in A.04-
01-034.  These reports will not be redacted and any person may file a protest regarding their 
contents.  
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F. REPORTING REQUIREMENTS  (Continued) 
 

1. Native Gas Production Data (Quarterly Report) – The report will provide the following native gas 
production information: 

 
a. Detail of the total volume (in Mcf and MMbtu) of native natural gas produced by field and 

delivered by SoCalGas into any regulated facilities, including dehydration, transportation or 
storage facilities,  

 
b. All native gas quality data for the relevant period, and 

 
c. Daily and monthly imbalance volumes (in Mcf and MMbtu) attributable to the native gas 

produced from each field.  
 

2. Native Gas Program Revenues and Storage (Annual Report)  - The report will provide the 
following native gas program revenue and storage information: 

 
a. Detail of the revenues received by SoCalGas from the sale of native gas, gas condensates, 

and/or oil,  
 

b. Specific allocation of revenues as between shareholders and customers,  
 

c. Allocation of customer revenues between the core and noncore customer classes, and 
 

d. Volume of storage capacity created and the amount of any incremental storage costs incurred 
by use of the known native gas reservoir at La Goleta for storage purposes. 
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 The following listed sheets contain all effective Schedules of Rates and Rules affecting service and 
information relating thereto in effect on the date indicated thereon. 
 
GENERAL Cal. P.U.C. Sheet No. 
 

Title Page ......................................................................................................................................   40864-G 
Table of Contents--General and Preliminary Statement ................................   42606-G,42008-G,42607-G 
Table of Contents--Service Area Maps and Descriptions ............................................................   41970-G 
Table of Contents--Rate Schedules ...............................................................   42590-G,42591-G,42595-G 
Table of Contents--List of Cities and Communities Served ......................................................   40149.1-G 
Table of Contents--List of Contracts and Deviations ................................................................   40149.1-G 
Table of Contents--Rules ...............................................................................................  42169-G,41996-G 
Table of Contents--Sample Forms ...................................   41914-G,42332-G,42490-G,42011-G,42503-G 

 
PRELIMINARY STATEMENT 
 

Part I General Service Information ..................................   37917-G,24332-G,24333-G,24334-G,24749-G 
 
Part II Summary of Rates and Charges ............   42571-G,42572-G,42573-G,42574-G,41374-G,41355-G 
 42575-G,40232-G,40233-G,41999-G,42536-G,42537-G,41359-G,41360-G 
 
Part III Cost Allocation and Revenue Requirement ........   27024-G,37920-G,27026-G,27027-G,41361-G 
 
Part IV Income Tax Component of Contributions and Advances .................................  36614-G,24354-G 
 
Part V Balancing Accounts 

Description and Listing of Balancing Accounts ...................................................................   40865-G 
Purchased Gas Account (PGA) .............................................................................  40866-G,40867-G 
Core Fixed Cost Account (CFCA) .......................................................................................   41658-G 
Noncore Fixed Cost Account (NFCA) .................................................................................   41659-G 
Enhanced Oil Recovery Account (EORA) ...........................................................................   40870-G 
Noncore Storage Balancing Account (NSBA) .....................................................................   40871-G 
California Alternate Rates for Energy Account (CAREA) ...................................  40872-G,40873-G 
Brokerage Fee Account (BFA) .............................................................................................   40874-G 
Hazardous Substance Cost Recovery Account (HSCRA) ....................   40875-G, 40876-G,40877-G 
Natural Gas Vehicle Account (NGVA) .................................................................  40878-G,40879-G 
El Paso Turned-Back Capacity Balancing Account (EPTCBA) ..........................................   40880-G 
Gas Cost Rewards and Penalties Account (GCRPA) ...........................................................   40881-G 
Pension Balancing Account (PBA) .......................................................................  40882-G,40883-G 
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