






 
 
 
November 22, 2010 
 
 
 
 
Advice No. 4172 
(U 904 G) 
 
Public Utilities Commission of the State of California 
 
Subject: Request for Authorization to Offer Biogas Conditioning Services and 

Bioenergy Production Facilities Services on a Non-Tariffed Basis 
 
I.  Purpose and Introduction 
 
Southern California Gas Company (“SoCalGas”) hereby requests authorization from the 
California Public Utilities Commission (“Commission”) to establish two new non-tariffed 
products and services (“NTP&S” or ”Non-Tariffed Services”) relating to the production and 
conditioning of biogas.  Collectively, these two new NTP&S will be referred to as the 
“Services.” 
 
The proposed Biogas Conditioning Service1 will enable biogas producers to produce 
pipeline quality biogas (biomethane) from their raw biogas and use it for purposes such as 
pipeline injection or onsite generation.  SoCalGas will design, install, own, operate, and 
maintain the biogas conditioning systems on, or adjacent to, the customer’s premises.  
SoCalGas will not own the biogas either entering or leaving the biogas conditioning 
system.  The service offered by SoCalGas may include, but is not limited to, wastewater 
treatment plants, municipal solid waste, dairy waste, food waste, and other biogas 
sources. 
 
The proposed Bioenergy Production Facilities Service2 will enable SoCalGas to own 
facilities required to produce raw biogas from organic matter.  Organic matter includes, 
but is not limited to, agricultural wastes, animal wastes, biosolids, energy crops, food 
wastes, green waste, manure, municipal solid wastes and sewage.  SoCalGas will not 
own the organic matter going into a digester or the products produced from the digestion 
process.  The service offered by SoCalGas may include, but is not limited to, digesters, 
collection equipment, storage tanks, transportation of the material, and slurries or other 
means of moving biomass. 
                     
1 This is a generic name for the service requested in this filing.  SoCalGas will establish a formal name to be 
used once the service is approved by the Commission.  This program name may be changed or modified. 
2 This is a generic name for the service requested in this filing.  SoCalGas will establish a formal name to be 
used once the service is approved by the Commission.  This program name may be changed or modified. 
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This filing is made pursuant to Rule VII.E of the Affiliate Transaction Rules, which requires 
an energy utility to submit an advice letter describing any new NTP&S it proposes to offer. 
This filing is in compliance with all requirements of Rule VII, as fully demonstrated herein. 
 
In this filing, SoCalGas specifically requests Commission approval of the following: 
 

1) Authority to offer the Services described herein on a non-tariffed basis, 
consistent with the requirements of Rule VII of the Commission’s Affiliate 
Transaction Rules. 

2) Authority to establish the net earnings sharing mechanism described herein, 
consistent with the requirements of Rule VII of the Affiliate Transaction Rules. 

3) Authority to modify SoCalGas’ Rewards and Penalties Balancing Account 
(“RPBA”) in order to implement the new net revenue sharing mechanism 
proposed herein.  

 
The proposed net earnings sharing mechanism will provide a fair and equitable allocation 
of the net financial benefits that result from the provision of these Services.  Under the 
proposed mechanism, SoCalGas will share 50/50 with ratepayers the net after-tax 
earnings above SoCalGas’ currently authorized rate of return plus 75 basis points.  This 
adjustment reflects 50 basis points to compensate for the additional risks taken on by 
shareholders due to the below the line nature of this investment, plus an additional 25 
basis point adder as an incentive to foster services such as Biogas Conditioning Services 
and Bioenergy Production Facilities Services that advance the Commission’s and State’s 
policy to reduce greenhouse gas (“GHG”) emissions, and promote the development of 
renewable energy resources.   
 
The proposed modifications to the RPBA are necessary to allow SoCalGas to record the 
ratepayer’s allocation of after-tax net earnings generated from the service under the 
sharing mechanism proposed herein.  Accordingly, SoCalGas hereby submits the 
applicable revisions to its Preliminary Statement Part V, Balancing Accounts, applicable 
throughout its service territory, as shown on Attachment B. 
 
II.  Background and Policy Support 
 
California has a long-standing commitment to the protection of environmental resources, 
as evidenced by its development of policies and programs such as those aimed at 
promoting renewable energy, improving energy efficiency and increasing use of 
alternative fuels.3  In September 2006, Governor Schwarzenegger signed Assembly Bill 
(“AB”) 32, which establishes California’s leadership role in the effort to reduce GHG 
emissions.4  The bill sets the ambitious goal of reducing statewide GHG emissions to 
1990 levels by 2020 and requires the California Air Resources Board (“CARB”), in 
consultation with stakeholders including the Commission, to implement by 

                     
3 See, e.g., Senate Bill (SB) 1078 (Stats. 2002, Ch. 516); Senate Bill (SB) 107 (Stats. 2006, Ch. 464).Senate 
Bill (SB) 2076 (Stats. 2000, Ch. 936); proposed Assembly Bill (AB) 107; Executive Order S-01-07. 
4 Assembly Bill (AB) 32 (Stats. 2006, Ch. 488). 
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January 1, 2012, emission reduction measures designed to achieve the maximum 
technologically feasible and cost-effective reductions in GHG emissions.5  
 
In April of 2006, another key legislative policy (State Executive Order S-06-06) was signed 
by Governor Schwarzenegger that directs state agencies to promote in-state bioenergy 
production and use.  Executive Order S-06-06 sets the following targets to increase the in-
state production and use of bioenergy: 
 

a. Regarding biofuels, the goal is to produce a minimum of 20 percent of biofuels 
within California by 2010, 40 percent by 2020, and 75 percent by 2050; 

b. Regarding the use of biomass for electricity, the goal is to meet a 20 percent target 
within the established state goals for renewable generation for 2010 and 2020. 

 
To complement the legislative policies as set forth by both AB 32 and S-06-06, a 
comprehensive legislative and regulatory framework is in place in California to support 
major expansion of the supply of renewable electric resources and facilities within the 
State.  Companion legislation, Senate Bills (“SB”) 1078 and 107, establish the renewable 
portfolio standard (“RPS”) program, which promotes renewable electric energy as a 
means of meeting the environmental goals of the State and in particular, of reducing GHG 
emissions.6  SB 107 accelerates the original RPS goal of procuring 20% of retail electricity 
sales from eligible renewable energy resources by 2017 and requires investor owned 
utilities and other load-serving entities to increase the share of renewable energy in their 
respective portfolios to 20% by 2010.  SB 107 recognizes the importance of investments 
in new renewable resources and technologies in achieving this 20% goal and the overall 
environmental objectives of the State, directing the Commission to “ensure that the most 
cost-effective and efficient investments in renewable energy resources are vigorously 
pursued.”  A primary goal of the legislation is the development of a “fully competitive and 
self-sustaining supply of electricity generated from renewable sources.” 
 
The proposed Services will promote the use of renewable energy to customers and fully 
support the State’s GHG emission reduction policies and objectives.  The biomethane 
coming out of a biogas conditioning system is a renewable energy capable of supporting 
all three previously described GHG emission reduction policies (AB 32, S-06-06 and SB 
107).  Unlike other sources of renewable energy, biogas injected into SoCalGas’ pipeline 
system can be efficiently stored and delivered as needed.   
 
Very little market activity has been seen in the wastewater, dairy and food waste 
biomethane capture arena due to the lack of demonstrated technical and economic 
feasibility in the United States.  The option for customers (excluding landfills7) to capture 
and inject biomethane into SoCalGas’ pipeline network has been available for some time 
but, as of this filing date, there are no active instances of biomethane injection within any 

                     
5 Id., § 38562(a). 
6 Senate Bill (SB) 107, Sec. 1, § 25620.1(b)(1) and (3) (Stats. 2006, Ch. 464); Senate Bill (SB) 1078, Sec.1, § 
387(a) (Stats. 2002, Ch. 516). 
7 SoCalGas’ Rule No. 30 provides the general terms and conditions applicable whenever the Utility transports 
customer-owned gas over its system.  Per Rule No. 30, Section I.3.o, gas from landfills will not be accepted or 
transported.   
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of the California investor owned utility service territories. 8  However, in the recent past, 
significant technology developments and governmental incentives, particularly in Europe, 
have helped make biogas conditioning services more viable.  SoCalGas believes that 
utility support and involvement in advancing the biofuels market will help bring an overall 
awareness as to the benefits of renewable biomethane through communications with 
external stakeholder groups and the general public.  SoCalGas believes the proposed 
Services will help in further developing this untapped resource.  Approval of the Services 
will allow SoCalGas to invest in facilities that will produce raw biogas and/or pipeline 
quality gas from a renewable resource. 
 
III.  Description of Proposed Non-Tariffed Services 
 
The following provides a detailed description of the two non-tariffed Services being 
proposed in this filing.  SoCalGas will provide both Services generally within its 
established service territory.  The Services will be provided through written agreements. 
The agreements will be with entities including, but not limited to, developers, equipment 
vendors, and engineering, procurement and construction (“EPC”) vendors.  SoCalGas will 
issue a Request for Proposal when selecting a turnkey system integrator and/or biogas 
equipment vendor for each project.  The pricing of the Services and associated charges 
will be established through negotiation and set forth in the agreement.  SoCalGas will 
apply reasonable creditworthiness requirements.  The customer under the non-tariffed 
Services will be responsible for complying with the utility’s tariff provisions, as applicable, 
including, but not limited to, SoCalGas’ Tariff Rule Nos. 30 and 39.  Any dispute regarding 
the non-tariffed Services provided by SoCalGas will be subject to the complaint 
procedures of the Commission, unless otherwise agreed to by the utility. 
 
Biogas Conditioning Service – This service will offer biogas producers a solution to 
produce pipeline quality biogas from their raw biogas and use it for purposes such as 
pipeline injection or onsite generation.  SoCalGas will design, install, own, operate, and 
maintain the biogas conditioning systems on, or adjacent to, the customer’s premises and 
charge the biogas producer a “biogas conditioning service fee” under a long term services 
agreement.  The service offered by SoCalGas may include, but is not limited to, the 
following market segments:  waste water treatment plants, municipal solid waste, dairy 
waste, food waste, and other biogas sources.   
 
SoCalGas plans to use a turnkey system integrator for the system installations and a 
third-party to manage the day-to-day operations of the system.  The technology at each 
biogas producer site will be selected on a case-by-case basis as the size of the facility, 
methane losses, and operating costs all play a large role in the technology selection.  
SoCalGas will consider a variety of proven biogas conditioning technologies to clean the 
raw biogas leaving an anaerobic digester.  For CO2 and H2S removal, SoCalGas will focus 
on those technologies that are cost effective, reliable and safe, easy to operate and 
environmentally friendly.9   
 

                     
8 Point Loma Wastewater Treatment Facility is proposing to install a biogas conditioning facility for the 
purposes of pipeline injection.  The biogas conditioning facility is expected to be online in the third quarter of 
2011. 
9 Some technologies that may fit the criteria are, but not limited to, pressure swing adsorption (“PSA”), 
temperature swing adsorption (“TSA”) and amine gas treating. 
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Once installed, the biogas conditioning system will accept raw biogas from the onsite 
producer and the system will clean the raw biogas to meet the required gas quality 
specifications.  The gas quality of the conditioned biogas will depend on how it is 
processed and its intended use (pipeline injection, onsite heat or power, natural gas 
vehicle (“NGV”) fuel, etc).  If the conditioned biogas is destined for injection into the 
SoCalGas pipeline network, it must meet the pipeline quality gas specifications defined in 
SoCalGas’ Rule No. 30.  If the conditioned biogas is intended for onsite power generation 
or process heating, less stringent conditioning may be required, but all applicable 
regulatory and environmental requirements will need to be met. 
 
The monitoring for gas quality would need to be performed 24 hours per day for key 
constituents of biomethane.  Monitoring is performed by equipment such as a gas 
chromatograph, O2 analyzer, moisture and CO2 analyzer, sulfur and H2S monitor, odorant 
system, and liquid scrubber.  The gas is also collected in a composite sampler for 
checking of trace constituents and a double checking of existing monitors.  Automatic 
shut-off systems would also be required to prevent off-spec gas from entering SoCalGas’ 
pipeline network. 
 
The biogas producer will be responsible for complying with interconnection requirements 
set forth in SoCalGas’ Rule No. 39.    
 
Bioenergy Production Facilities Service – This service will offer owners of organic matter a 
solution to utilize it for the production of raw biogas.  Organic matter includes, but is not 
limited to, agricultural wastes, animal wastes, biosolids, energy crops, food wastes, green 
waste, manure, municipal solid wastes and sewage.  SoCalGas will design, install, own, 
operate, and maintain the bioenergy production facility on or adjacent to the customer’s 
premises and charge the feedstock provider a “bioenergy production facility service fee.”  
SoCalGas will not own the feedstock going into a digester or the products produced from 
the digestion process.  The service offered by SoCalGas may include, but is not limited to, 
digesters, collection equipment, storage tanks, transportation of the material, slurries or 
other means of moving biomass, and other biogas production technologies that may enter 
the market.  
 
SoCalGas plans to use a turnkey system integrator for the system installations and a 
third-party to manage the day-to-day operations of the system.  The technology at each 
bioenergy production facility will be selected on a case-by-case basis as the quantity and 
content of the feedstock play a large role in the technology selection.  SoCalGas will 
consider a variety of proven technologies when selecting the equipment used to produce 
raw biogas from organic matter. 
 
Once installed, the bioenergy production facility will accept the third-party owned 
feedstock and the digestion process will provide three principal products:  biogas, 
digestate, and water.  All of these outputs will remain the property of the customer.    
 
IV.  Customer Benefits 
 
SoCalGas’ proposed Biogas Conditioning and Bioenergy Production Facilities Services 
will provide developers and customers with turnkey options for creating value from their 
organic matter and/or raw biogas.  Additionally, the Services will divert organic waste from 
landfills, provide a solution to wastewater treatment plants that flare their biogas to the 
atmosphere, and support California’s GHG emission reduction goals and objectives.  
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SoCalGas’ turnkey Services will eliminate some potential market barriers such as high 
upfront capital investment requirements, ongoing operating and maintenance (“O&M”) 
expenses and gas quality risk.  In order to provide value to customers and help expand 
the bioenergy market under the proposed Services, SoCalGas would be responsible for 
the upfront capital costs, ongoing O&M expenses, and ensuring that the biomethane 
coming out of the biogas conditioning system meets the predefined gas specifications in 
return for a long term contract with the customer. 
 
Biogas producers will have choices about what to do with their biogas.  They can opt to 
use the biomethane for injection into SoCalGas’ pipeline network and nominate the gas to 
a third-party (such as an electric generator) or use it for onsite generation (such as for a 
fuel cell). 
 
Choices will be especially valuable when the South Coast Air Quality Management District 
(SCAQMD) Rule 1110.2 is enforced for engines.10  The Rule substantially reduces 
emission limits for engines fueled by landfill or digester gas and it may become 
uneconomical for biogas producers to continue to generate power onsite.  In that 
scenario, the Biogas Conditioning Service provides an alternative option for utilizing the 
biogas. 

 
As the Letters of Support indicate in Attachment C, various customers, organizations and 
agencies support SoCalGas’ proposal to provide a turnkey solution for the production and 
conditioning of biogas.  SoCalGas is ready to provide innovative biogas solutions to meet 
our customers’ needs while supporting California’s GHG emission reduction goals at the 
same time. 
 
V.  Net Earnings Sharing Mechanism 
 
SoCalGas proposes a 50/50 sharing of after-tax net earnings above a rate of return 
benchmark, described below, where shareholders retain half of the net after-tax earnings 
above the benchmark and ratepayers retain the other half.  This 50/50 sharing of the 
after-tax net earnings is appropriate given the nature of the non-tariffed services being 
requested, which inherently require the utility to incur significant incremental capital cost 
and, to a lesser extent, a certain level of incremental O&M expense.  Pursuant to Rule VII 
of the Commission’s Affiliate Transaction Rules, this incremental expense would be 
treated on a “below the line” basis.11  
 
SoCalGas proposes that “after-tax net earnings” be defined as “the gross revenue 
received from customers of NTP&S, minus the incremental costs allocated to the NTP&S, 
                     
10 The February 1, 2008 amendment of Rule 1110.2 substantially reduced emission limits for engines fueled 
by landfill or digester gas.  The compliance date for these new limits was set at July 1, 2012.  A delay in 
executing some demonstration projects will likely necessitate an adjustment to the July 1, 2012 effective date 
for the biogas engines. 
11 Below the line treatment generally refers to the accounting and ratemaking treatment for revenues and 
expenses that typically appear on the utility’s income statement below the operating income subtotal.  These 
items are components of net income and represent income and expenses incurred from both utility and non-
utility operations.  Below-the-line items can include subsidiary-investment income, interest expense/income, 
allowance for funds used during construction (AFUDC), and income taxes related to below-the-line matters. 
With regard to the non-tariffed services and net sharing mechanism proposed in this filing, the resulting 
incremental expenses would generally not be considered in ratemaking proceedings and would not be 
incorporated in the utility’s base revenue requirement and rates.  
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including a rate of return equal to a benchmark rate of return, minus corporate income 
taxes on the NTP&S net earnings.”  Incremental costs would also include a rate of return 
on invested capital equal to the rate of return benchmark of these same services.12 
 
SoCalGas further proposes that the gross revenue and incremental costs for these 
NTP&S subject to such a 50/50 sharing of after-tax net earnings be aggregated so that all 
of the revenues derived from NTP&S subject to a 50/50 net sharing mechanism would be 
netted out against all incremental costs of providing these NTP&S.  The netting would 
determine the net, pre-tax earnings.  Any such post-tax earnings that fall above a certain 
benchmark would be shared on a 50/50 basis.   
 
A 50/50 sharing of after-tax net earnings above a benchmark rate or return is appropriate 
for services such as the Biogas Conditioning and Bioenergy Production Facilities Services 
in order to provide sufficient assurance to the utility that its costs will be recovered from 
the revenue.  These Services, which require significant incremental capital and O&M 
expense, cannot be undertaken unless a sharing mechanism provides adequate 
opportunity for recovery of and return on the capital and O&M expense deployed to offer 
the service.    

 
A gross revenue sharing mechanism,13 while appropriate for services that do not require 
significant incremental investment, does not provide sufficient assurance to the utility that 
its costs will be recovered from the revenue of the project.  For capital intensive projects, 
there may be very thin margins that would be completely eliminated by a sharing of gross 
revenues with ratepayers.  Also, a sharing of gross revenues with ratepayers could make 
the offering uncompetitive.  In both cases, the utility would not move forward with the new 
NTP&S service, denying customers the benefits of the service and denying ratepayers 
their share of the net revenues that would have resulted.  Such an outcome is not in the 
interest of ratepayers, the specific customer desiring the NTP&S service, and is contrary 
to the public interest.  Further, any environmental benefits that accompany any new 
NTP&S would not occur.  Thus, to assure that economic projects can go forward, it is 
important that the sharing mechanism for services requiring significant incremental capital 
and O&M expenditure be based on net earnings rather than gross revenues.   

 
To ensure economic efficiency rewards go to those who bear the actual costs and 
burdens of the risks engendered by particular economic actions, the 50/50 sharing of 
after-tax net earnings allocates the net benefits from the NTP&S equally after the utility 
has been fairly compensated for the risks it undertakes in providing the NTP&S.  By 
allowing the utility to recover its incremental costs plus the recovery of its capital costs 
before the sharing of net benefits, the Commission provides a reasonable opportunity for 
the utility to be compensated for the incremental investment risk it undertakes in providing 
the service.  After shareholders have been compensated for their risk-taking, an equal 
distribution of these net earnings is appropriate and balanced.   

 

                     
12 An illustration of how the proposed net revenue mechanism would work is shown in Attachment D hereto. 
13 SoCalGas has proposed other non-tariffed services that incorporate a gross revenue sharing mechanism.  
For these services, the utility would primarily utilize existing utility assets and employees and the service would 
not require significant incremental capital and O&M expense to be incurred.  See SoCalGas Advice No. 4124, 
dated June 16, 2010 (Mover Services), and SoCalGas Advice No. 4171, dated November 19, 2010 (Air 
Quality Emissions Testing).  
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For non-tariffed services requiring significant incremental investment, the shareholder is 
bearing risk of that investment and should be allowed to be compensated for that risk.  
However, once compensated for this additional risk, the risk equation is balanced out and 
it is appropriate for shareholders and ratepayers to share the benefits equally.   

 
Sharing is also a means by which regulators seek to create incentives for utilities.  The 
proposed sharing mechanism creates an incentive for SoCalGas to expand revenues from 
NTP&S.  For SoCalGas to have an incentive to engage in sensible NTP&S opportunities 
that require significant incremental investment requires that there must be at least a 
reasonable opportunity for capital and O&M cost recovery.  Such a mechanism is found in 
the 50/50 sharing of after-tax net earnings (above the benchmark rate of return) being 
proposed by SoCalGas.  The 50/50 sharing of after-tax net earnings provides a further 
incentive for the utility to seek to increase net benefits, both by minimizing costs and by 
increasing revenues to the benefit (50%) of ratepayers.   
 
Benchmark Rate of Return 
 
SoCalGas proposes that the benchmark rate of return be set equal to the utility’s 
authorized rate of return plus 75 basis points.  This 75 basis point adjustment reflects 50 
basis points to adjust for the additional risks taken on by shareholders due to the below 
the line nature of this investment, plus an additional 25 basis point adder as an incentive 
to foster services such as Biogas Conditioning and Bioenergy Production Facilities 
Services that advance the Commission’s and the State’s policy to reduce GHG emissions, 
and promote the development of renewable energy resources.   
 
The 50 basis point adder to the authorized rate of return (in calculating the incremental 
costs associated with a project that requires incremental capital expenditure) is needed to 
compensate SoCalGas for being entirely at risk for the incremental cost associated with 
the Services.  This incremental investment will be provided by shareholders to provide 
NTP&S since it will be treated on a below the line basis.  Such investments face a 
fundamentally different risk profile than traditional utility investment, in large part because 
the utility is entirely at risk for any losses.   SoCalGas requests to be compensated for this 
additional shareholder risk through this 50 basis point adder above the authorized rate of 
return.   
 
A further 25 basis points (above the 50 basis points described above) adder to the 
benchmark return is requested for these Services because they promote the 
Commission’s and the State’s broader policy objectives.  These two Services:  1) provide 
significant environmental benefit; 2) support the development of renewable energy; and 
3) promote the development of new technologies.  In order to create a strong incentive for 
SoCalGas to maximize the public policy benefits of these Services, SoCalGas requests an 
additional 25 basis point adder to its authorized rate of return when setting the benchmark 
rate of return.     
 
VI.  Regulatory Accounting and Reporting 
 
The ratepayer allocation of pre-tax net revenues associated with the Biogas Conditioning 
Service and the Bioenergy Production Facilities Service to achieve the 50/50 after-tax 
earnings sharing under the mechanism proposed herein will be recorded in SoCalGas’ 
RPBA.  SoCalGas will comply with applicable reporting and auditing requirements related 
to this revenue sharing mechanism. 
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SoCalGas will separately identify and track revenues generated by the new Services and 
include this information in the annual report required by the Commission, including usage 
of utility assets and the allocation of after-tax net earnings to ratepayers. 
 
In order to appropriately track all of the associated costs and revenues for each of the 
Services, SoCalGas will establish a unique internal order to allow it to track revenues and 
costs.  This accounting standard for allocating costs to the Services will prevent cross-
subsidization between services a utility would continue to provide on a tariffed basis and 
the two proposed Services.  The costs associated with the Services will include costs 
such as, but not limited to, equipment and labor costs to implement the service, 
management, O&M, and all related overheads to offer the Services. 
 
VII.  Compliance with Rule VII of the Affiliate Transaction Rules 
 
The following provides a detailed description of SoCalGas’ compliance with all of the 
requirements of Rule VII of the Commission’s Affiliate Transaction Rules, specifically 
including Rule VII.C.4, Rule VII.D, and Rule VII.E.1.    
 
Rule VII.C.4 – This Rule sets forth the following conditions that must be met for an energy 
utility to offer a non-tariffed product or service: 
 

a. The non-tariffed product or service utilizes a portion of a utility asset or 
capacity; 

b. Such asset or capacity has been acquired for the purpose of and is 
necessary and useful in providing tariffed utility services;  

c. The involved portion of such asset or capacity may be used to offer the 
product or service on a non-tariffed basis without adversely affecting the 
cost, quality or reliability of tariffed utility products and services;  

d. The products and services can be marketed with minimal or no incremental 
ratepayer capital, minimal or no new forms of liability or business risking 
being incurred by utility ratepayers and no undue diversion of utility 
management attention; and 

e. The utility’s offering of such non-tariffed product or service does not violate 
any law, regulation, or Commission policy regarding anti-competitive 
practices.  

 
The proposed Services will use existing utility capacity (primarily labor, overheads and 
equipment) to offer Biogas Conditioning Services and Bioenergy Production Facilities 
Services.  Utility employees will be used to offer, implement and manage the Services.  
Additional utility employee support will come from other departments such as legal, 
regulatory, accounting, supply management, finance, commercial and industrial services 
and environmental services.   
 
SoCalGas believes the proposed Services are fully consistent with all of the stated 
requirements.  However, should the Commission believe that this use of utility assets or 
capacity runs counter to Rule VII.C.4 (a) and (b), SoCalGas respectfully requests a waiver 
from Rule VII.C.4 (a) and (b) for  the Services, thus giving SoCalGas the ability to assist 
its customers in finding the best solution for their specific energy needs.  Ratepayers will 
see benefits resulting from:  1) the sharing of after-tax net earnings from the Services and 
2) the costs of utilizing utility employee labor, overheads and equipment will be charged to 
the Services. 
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The Services will neither affect the cost, quality, or reliability of tariffed utility products and 
services, nor will it unduly divert utility management attention from tariffed utility services.  
The incremental work involved to implement and manage the Services will be done by 
existing workforce and the cost of the incremental work charged to the Services to prevent 
any cross-subsidization of ratepayer funding and ensure all costs associated with the 
Services are borne entirely by utility shareholders.  SoCalGas’ shareholders will be 
responsible for all risks associated with the Services.  SoCalGas will record all of the 
associated revenues and fully loaded costs for the Services in a unique internal order 
number.  This will ensure proper accounting procedures are met and that the pricing of 
the Services is consistent with SoCalGas’ Affiliate Compliance Plan.  Ratepayers will not 
be responsible for any losses that may occur in providing the Services.   
 
In providing the requested Services, SoCalGas will not violate any laws, regulations, or 
Commission policies regarding anti-competitive practices.  SoCalGas will select turn-key 
service providers for the Services based on vendor proposals/bids. 
 
Rule VII.D – This Rule sets forth the following general conditions that must be met before 
a utility can offer any new non-tariffed products and services.  A utility may offer new non-
tariffed products and services only if the Commission has adopted and the utility has 
established: 
 

1. A mechanism or accounting standard for allocating costs to each new product 
or service to prevent cross-subsidization between services a utility would 
continue to provide on a tariffed basis and those it would provide on a non-
tariffed basis; 

2. A reasonable mechanism for treatment of benefits and revenues derived from 
offering such products and services, except that in the event the Commission 
has already approved a performance-based ratemaking mechanism for the 
utility and the utility seeks a different sharing mechanism, the utility should 
petition to modify the performance-based ratemaking decision if it wishes to 
alter the sharing mechanism, or clearly justify why this procedure is 
inappropriate, rather than doing so by application or other vehicle;  

3. Periodic reporting requirements regarding pertinent information related to non-
tariffed products and services; and 

4. Periodic auditing of the costs allocated to and the revenues derived from non-
tariffed products and services.  

 
SoCalGas will separately identify and track after tax net earnings generated by the new 
Services as part of program management and include this information in the annual report 
required by the Commission, including usage of utility assets and the allocation of after 
tax net earnings to ratepayers.  In order to appropriately track all of the associated costs 
and revenues of the Services, SoCalGas will establish a unique internal order to allow it to 
track revenues and costs to a project.  This accounting standard for allocating costs to the 
Services will prevent any cross-subsidization of ratepayer funding and ensure all costs 
associated with the Services are borne entirely by utility shareholders.  The costs 
associated with this program will include costs such as, but not limited to, program 
management, materials and labor costs to implement and maintain the service, billing, 
insurance, training and all related overheads to offer the Services. 
 
SoCalGas does not currently have a performance-based ratemaking earnings sharing 
mechanism, as a result of its most recent General Rate Case proceeding (A.06-12-010 
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and D.08-07-046).  Accordingly, SoCalGas is requesting that the Commission adopt the 
sharing mechanism proposed herein and have it specifically apply to the proposed 
Services.   
 
SoCalGas proposes to report revenues and the related after-tax net earnings allocation 
from the Services in its annual report in compliance with Rule VII.H.  In Rule VII.H, the 
Commission requires that the SoCalGas Report provide a brief description of the non-
tariffed product and service categories it offers, costs allocated to and revenues derived 
from each category and information on the proportion of relevant utility assets used to 
cover each category of product and service. This report will include the allocation of after-
tax net earnings between ratepayers and shareholders. Thus, the information in this 
report will satisfy the Commission’s requirement in Rule VII.D.  
 
SoCalGas will use its biennial independent audit of compliance as required by Affiliate 
Transaction Rule VI.C to review its Programs. 
 
Rule VII.E.1 – Prior to offering a new category of non-tariffed products and services, the 
Commission requires the utility to file an advice letter showing it meets the following 
requirements: 

 
a. Demonstrate compliance with these rules;  
b. Address the amount of utility assets dedicated to the non-utility venture, in 

order to ensure that a given product or service does not threaten the provision 
of utility service, and show that the new product or service will not result in a 
degradation of cost, quality, or reliability of tariffed goods and services;  

c. Address the potential impact of the new product or service on competition in 
the relevant market including, but not limited to, the degree in which the 
relevant market is already competitive in nature and the degree to which the 
new category of products or services is projected to affect that market;  

 
As demonstrated in this filing, the proposed Services comply with all applicable 
requirements of the Commission’s Affiliate Transaction Rules.  
 
The proposed Services will not threaten or otherwise interfere with the provision of utility 
service to other customers.  Furthermore, the Services will not result in a degradation of 
service to customers with regard to cost, quality or reliability of SoCalGas’ tariffed goods 
and services.  This filing will not increase any rate or charge, cause the withdrawal of 
service, or conflict with any other schedule or rule. 
 
SoCalGas believes there would not be any adverse impact on any potential entrants to 
this market as very little market activity has been seen in the wastewater, dairy and food 
waste biomethane capture arena due to the lack of demonstrated technical and economic 
feasibility in the United States.  The option for customers (excluding landfills) to capture 
and inject biomethane into SoCalGas’ pipeline network has been available for some time 
but, as of this filing date, there are no active instances of biomethane injection within any 
of the California investor owned utility service territories.  SoCalGas’ involvement in the 
biogas market will actually bring more potential entrants into the market as SoCalGas will 
issue a Request for Proposal when selecting a turnkey system integrator and/or biogas 
equipment vendor for each project.  SoCalGas’ use of third party providers to install the 
biogas equipment and manage the ongoing operations of the system will bring more 



Advice No. 4172 - 12 - November 22, 2010 
 
 
entrants into this untapped market, create new jobs, and build a skilled and experienced 
workforce in the area of biogas.  
 
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 must be 
received within 20 days of the date of this Advice Letter, or December 12, 2010.  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 should 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. 

 
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 Advice Letter should be classified as Tier 3 and, as such, 
requires a resolution to be issued by the Commission.  SoCalGas respectfully requests 
that such a resolution be placed on the Commission’s meeting agenda on 
January 27, 2011.   
 
Notice 
 
A copy of this advice letter is being sent to the parties listed on Attachment A.  
 
 
 
 

________________________________ 
Rasha Prince  

Director – Regulatory Affairs  
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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 9O4G) 
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) #:   4172  

Subject of AL:  Request for Authorization to Offer Biogas Conditioning Services and Bioenergy 
Production Facility Services on a Non-Tariffed Basis 
Keywords (choose from CPUC listing):  Balancing Account   
AL filing type:  Monthly  Quarterly  Annual  One-Time  Other       
If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:   
N/A 
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:    1/27/11 No. of tariff sheets:   4 
Estimated system annual revenue effect: (%):     
Estimated system average rate effect (%):      
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: Preliminary Statement Part V – Balancing Accounts; TOC 
 
Service affected and changes proposed1:  
      
Pending advice letters that revise the same tariff sheets:      4124 

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 5th 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. 



 

ATTACHMENT A 
   

Advice No. 4172 
 
 
 
 
 
 
 
 
 
 
 
 
 

(See Attached Service List) 
 



Advice Letter Distribution List - Advice 4172 Page 1 

 

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

Alcantar & Kahl 
Seema Srinivasan 
sls@a-klaw.com 
 

Alcantar & Kahl LLP 
Annie Stange 
sas@a-klaw.com 
 

Alcantar & Kahl, LLP 
Mike Cade 
wmc@a-klaw.com 
 

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 
 

California Energy Commission 
Randy Roesser 
rroesser@energy.state.ca.us 
 

California Energy Market 
Lulu Weinzimer 
luluw@newsdata.com 
 

Calpine Corp 
Avis Clark 
aclark@calpine.com 
 

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 
Dan Bergmann 
dan@igservice.com 
 

Commerce Energy 
Catherine Sullivan 
csullivan@commerceenergy.com 
 

Commerce Energy 
Blake Lazusso 
blasuzzo@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 
 

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 
 



Advice Letter Distribution List - Advice 4172 Page 2 

 

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 
Dan  Carroll 
dcarroll@downeybrand.com 
 

Dynegy 
Mark Mickelson 
Mark.Mickelson@dynegy.com 
 

Dynegy - West Generation 
Joseph M.  Paul 
Joe.Paul@dynegy.com 
 

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 
 

Iberdrola Renewables Energy Services 
Julie Morris 
Julie.Morris@iberdrolaren.com 
 

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

JBS Energy 
Jeff  Nahigian 
jeff@jbsenergy.com 
 

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

LA County Metro 
Julie Close 
closeJ@metro.net 
 

LADWP 
Nevenka  Ubavich 
nevenka.ubavich@ladwp.com 
 

LADWP 
Robert Pettinato 
Robert.Pettinato@ladwp.com 
 

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

Megan Lawson 
MEHr@PGE.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 
 

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

March Joint Powers Authority 
Lori Stone 
23555 Meyer Drive,   
March Air Reserve Base, CA 92518-
2038 
 

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

Navigant Consulting, Inc. 
Ray Welch 
ray.welch@navigantconsulting.com 
 

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

Praxair Inc 
Rick Noger 
rick_noger@praxair.com 
 

RRI Energy 
John Rohrbach 
JRohrbach@rrienergy.com 
 



Advice Letter Distribution List - Advice 4172 Page 3 

 

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

SCE 
Karyn Gansecki 
karyn.gansecki@sce.com 
 

Safeway, Inc 
Cathy Ikeuchi 
cathy.ikeuchi@safeway.com 
 

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

Southern California Edison Co 
Fileroom Supervisor  
2244 Walnut Grove Av, 290, GO1 
Rosemead, CA 91770 
 

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

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

Southern California Edison Co. 
Colin E.  Cushnie 
Colin.Cushnie@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 
Mike  Florio 
mflorio@turn.org 
 

TURN 
Marcel  Hawiger 
marcel@turn.org 
 

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

Western Manufactured Housing 
Communities Assoc. 
Sheila Day 
sheila@wma.org 
 

  

 



ATTACHMENT B 
Advice No. 4172 

 
Cal. P.U.C. 
Sheet No.  Title of Sheet  

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

 

1 

Revised 46570-G  PRELIMINARY STATEMENT - PART V - 
BALANCING ACCOUNTS, REWARDS AND 
PENALTIES BALANCING ACCOUNT (RPBA) 

 Original 43695-G 

Original 46571-G  PRELIMINARY STATEMENT - PART V - 
BALANCING ACCOUNTS, REWARDS AND 
PENALTIES BALANCING ACCOUNT (RPBA) 

 Original 43695-G 

     
Revised 46572-G  TABLE OF CONTENTS  Revised 46565-G 
Revised 46573-G  TABLE OF CONTENTS  Revised 46224-G* 

 



SOUTHERN CALIFORNIA GAS COMPANY Revised CAL. P.U.C. SHEET NO. 46570-G 
 LOS ANGELES, CALIFORNIA CANCELING Original CAL. P.U.C. SHEET NO. 43695-G 
      

 PRELIMINARY STATEMENT - PART V - BALANCING ACCOUNTS  
 REWARDS AND PENALTIES BALANCING ACCOUNT (RPBA)  
   

 

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

ADVICE LETTER NO. 4172 Lee Schavrien DATE FILED Nov 22, 2010 
DECISION NO. Senior Vice President EFFECTIVE  
1R9 

 
Regulatory Affairs RESOLUTION NO.  

 

1. Purpose 
 

The RPBA is an interest bearing balancing account recorded on SoCalGas' financial statements.  
Pursuant to D.08-07-046, TY 2008 General Rate Case (GRC), the RPBA will record the Utility’s 
rewards and penalties associated with the performance indicators adopted in the GRC’s post-test year 
(PTY) mechanism.  In addition, the RPBA will record rewards and penalties based on incentive 
mechanisms associated with SoCalGas’ energy efficiency programs.  The RPBA also records the 
ratepayers’ share of net revenues associated with SoCalGas’ non-tariffed products and services, as 
approved by the Commission. 
 
The RPBA shall be divided into two subaccounts:  1) Rewards and Penalties (R&P) and 2) Non-
Tariffed Products & Services (NTP&S). 

 
2. Applicability 

 
This account shall apply to gas customers. 

 
3. Rates 

 
The projected year-end RPBA balance will be applied to gas rates as described in item 6 below. 

 
4. Accounting Procedures – R&P Subaccount 

 
SoCalGas maintains this account by making monthly entries as follows: 

 
a) A debit entry for rewards associated with performance indicators on the PTY mechanism as 

addressed in Preliminary Statement,  Part XI,  PBR, 
b) A debit entry for rewards based on the incentive mechanism associated with SoCalGas’ energy 

efficiency programs, 
c) A credit entry for penalties associated with performance indicators on the PTY mechanism as 

addressed in Preliminary Statement,  Part XI,  PBR, 
d) A credit entry for penalties based on the incentive mechanism associated with SoCalGas’ energy 

efficiency programs, 
e) An entry to amortize the previous year’s balance, and 
f) An entry equal to the interest on the average of the balance in the account during the month, 

calculated in the manner described in Preliminary Statement, Part I, J. 
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5. Accounting Procedures – NTP&S Subaccount 
 

SoCalGas maintains this account by making monthly entries as follows: 
 

a) A credit entry for the ratepayers’ allocation of pre-tax net revenues associated with applicable 
Commission-approved non-tariffed products and services to achieve the 50/50 after tax earnings 
sharing above a rate of return benchmark pursuant to the Commission-approved sharing 
mechanism (i.e., 37.21% times Pre-Tax Net Revenues, adjusted for rate of return benchmark), 

b) An entry to amortize the previous year’s balance, and 
c) An entry equal to the interest on the average of the balance in the account during the month, 

calculated in the manner described in Preliminary Statement, Part I, J.  
 
6. Disposition 

 
In each annual October regulatory account balance update filing, SoCalGas will amortize the year-end 
overcollected or undercollected balance in the R&P Subaccount and any overcollected balance in the 
NTP&S Subaccount effective January 1 of the following year.  The disposition of both subaccounts in 
the RPBA will be allocated on an Equal Percent of Marginal Cost (EPMC) basis. 
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Keeping SLO County Business Vital

 
 

 
 
November 11, 2010 
 
 
California Public Utilities Commission 
President Michael R. Peevey 
505 Van Ness Avenue 
San Francisco, CA 94102 
 
Re: “Request for Authorization to Offer Biogas Conditioning Services and Bioenergy Production 
Facilities Services on a Non-Tariffed Basis – Support So Cal Gas Co. 
 
Dear President Peevey: 
 
The Economic Vitality Corp of San Luis Obispo (EVC) respectfully request the PUC support the 
Gas Company’s proposal related to the production and conditioning of biogas. 
 
The Gas Company’s proposal will advance the State’s renewable energy objectives by 
providing employers and residents with potentially significant environmental and economic 
benefits from Green House Gas emission reductions. 
 
We recommend that Southern California Gas Company be responsible for all funding and risk 
for the biogas facilities and that ratepayers not be liable for any losses associated in providing 
the proposed biogas services. 
 
Thanks you for your consideration. This proposal will assist the on-going recovery from the 
recession. 
 
Sincerely, 

 
 
Michael Manchak 
President/CEO 
Economic Vitality Corporation of San Luis Obispo County  
 
 
Cc:  PUC Commissioners and Energy Division  
 
 

Economic Vitality Corporation 
P.O. Box 5257 
San Luis Obispo, CA 93403 
(805) 788‐2012 TEL | (805) 781‐6293 FAX 



 

 

 
 
 
 
                                                                          
 
      
 
November 17, 2010 
 
President Michael R. Peevey 
California Public Utilities Commission 
505 Van Ness Avenue 
San Francisco, CA 94102 
 
Re: Support for CPUC Approval of SoCal Gas and SDG&E Advice Letter on Proposed Biogas Services  
 
 
Dear Mr. Peevey, 
 
On behalf of the Los Angeles County Business Federation (BizFed), representing 70 top business organizations with over 
100,000 business owners across our region, we are writing to support SoCal Gas and SDG&E’s request for CPUC authority to 
increase biogas production and processing to boost renewable natural gas resources. 
 
With ever-increasing energy demands, it is clear that the processing of biogas into pipeline-quality natural gas is a viable 
and necessary offering that not only provides customers with cost-efficient energy options, but also helps further state 
policy objectives of increasing the availability and use of renewable energy resources and reducing greenhouse gas 
emissions. 
 
The California Bioenergy Working Group estimates that biogas has the potential to supply up to 16 percent of California’s 
natural gas needs – and BizFed believes the proposal and investment by SoCal Gas and SDG&E will be a significant help in 
developing the biogas market.  
 
The SoCal Gas and SDG&E proposal for Bioenergy Conditioning and Production Facilities Services will provide developers 
and customers with turnkey options for converting organic waste materials into raw biogas - and then offer biogas 
producers a way to process biogas into biomethane that can be used for onsite electric generation, powering of natural gas-
fueled equipment, or sold on the open market to gas suppliers or electric using existing natural gas pipelines. 
 
All of these services will provide significant environmental, energy and economic benefits by diverting organic waste from 
landfills, reducing the need for conventional fossil fuels, providing a solution to wastewater treatment plants that flare their 
biogas into the atmosphere, providing expanded cost-efficient energy options, and supporting GHG emission reduction 
goals.  
 
For these reasons, BizFed urges the CPUC to approve SoCal Gas and SDG&E’s request for authority to increase biogas 
production and processing services. 
 
Thank you for your consideration. 
 
Sincerely, 
 

       
 
 
 

Thomas Flintoft        David Fleming   Tracy Rafter 
BizFed Chair    Founding Chair      BizFed CEO 
LAX Coastal Area Chamber  Latham & Watkins                         Rafter Group, Inc. 
 
 
 
 
Cc: Commissioner Dian Grueneich 
Commissioner John Bohn 
Commissioner Nancy E. Ryan 
Commissioner Timothy Alan Simon 

Richard Myers, Energy Division 
Julie Fitch, Energy Division 
Judith Ikle, Energy Division 
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November 16, 2010 
 
Michael R. Peevey, President 
California Public Utilities Commission 
505 Van Ness Avenue 
San Francisco, CA 94102 
 
RE:  SoCalGas and SDG&E Advice Letter – Request for Authorization to Offer Biogas 
Conditioning Services and Bioenergy Production Facilities Services on a Non-Tariffed 
Basis 
 
Dear Mr Peevey, 
 
Onsite Power Systems (OPS) is pleased to offer its commitment to support the 
efforts being made by SoCalGas and SDG&E relating to the production and 
conditioning of biogas.  OPS is a leading developer of high solids anaerobic digester 
technologies for the production of biomethane and the Integrated Biomass 
Processing Systems that SoCalGas and SDG&E are willing to invest in are a key 
element to produce biomethane and they are uniquely qualified to contribute to the 
project.   
 

California has a program sending collected green waste to composting, yet 6.7 
million dry tons (22 million wet tons) of organic wastes still are annually land filled. 
Analysis of this collected green and food waste market in California revealed an 
untapped potential, through advanced anaerobic digestion, to beneficially convert 
these 6.7 million dry tons of wastes into more than 300 million equivalent gallons of 
gasoline renewable biomethane for pipeline injection, onsite electrical generation 
and/or vehicular fuel. 

 
Biogas produced through anaerobic digestion may be treated to remove moisture 
and sulfur compounds such as H2S. The generation of carbon dioxide in the APS 
digester does not increase this greenhouse gas in the atmosphere, as does the 
generation of carbon dioxide in the conversion processes of petroleum products. 
This is because in the APS digester process, most of the carbon from the digested 
vegetation is recycled back to the growing vegetation without increasing atmospheric 
carbon dioxide. The sustainable, renewable methane from the anaerobic process, 
when properly oxidized in an internal combustion engine or heating register, is 
essentially a non-polluting fuel. 
 
We feel that the efforts of SoCalGas and SDG&E’s’ to develop this market support 
the State’s GHG emission reduction goals and objectives, such as Assembly Bill 32 
and State Executive Order S-06-06, by providing Californians with potentially 
significant environmental and economic benefits of GHG emission reductions. 



 

 
Biogas is currently an underutilized source of renewable energy within the State of 
California and OPS supports projects that will promote the production and 
conditioning of biogas. We believe SoCalGas and SDG&E’s involvement and 
willingness to invest in biogas facilities will help develop the biogas market and 
technology for biogas production and conditioning facilities and help California 
reduce it’s reliance on petroleum fuels. 

Should you have any questions regarding this matter, please feel free to contact me 
at (559) 270-5760. 
 
Thank you for you time and consideration, 
 
Sincerely, 

 
David Konwinski 
CEO 
Onsite Power Systems, Inc. 
 
cc:  Commissioner Dian Grueneich 

  Commissioner John Bohn 
  Commissioner Nancy E. Ryan 
  Commissioner Timothy Alan Simon 
  Richard Myers, Energy Division 
  Julie Fitch, Energy Division 
  Judith Ikle, Energy Division 
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November 10, 2010 
 

California Public Utilities Commission 

Attn: Michael R. Peevey, President 

505 Van Ness Avenue 

San Francisco, CA 94102 

 

RE: Authorization to Offer Biogas Conditioning Services and Bioenergy Production 

Facilities Services on a Non-Tariffed Basis 

 

Dear Mr. Peevey: 

 

I am writing to you on behalf of the San Gabriel Valley Economic Partnership to ask you to 

support the plans proposed by Southern California Gas Company (SoCal Gas) and San 

Diego Gas and Electric (SDG&E) to develop the renewable natural gas market. 

 

According to the California Bioenergy Working Group, biogas has the potential to supply 

up to 16 percent of California’s natural gas needs.  However, there are significant market 

barriers to realizing this potential, such as high capital costs, operations and maintenance 

costs, and consistency of gas quality.  The services proposed by SoCal Gas and SDG&E will 

help develop the biogas market and technology for biogas production facilities and provide 

new options for using biogas.  These services will increase the availability and use of 

renewable energy resources and help California businesses and residents reduce their 

greenhouse gas emissions.  

 

The San Gabriel Valley Economic Partnership is a regional, not-for-profit corporation 

supported and directed by its members and committed to the continued successful 

economic development of the San Gabriel Valley.   

 

Again, the San Gabriel Valley Economic Partnership urges you to approve SoCal Gas and 

SDG&E’s proposed biogas services.   

 

Sincerely, 

 
 
Cynthia J. Kurtz 

President & CEO 

 

cc: Commissioner Dian Grueneich  Richard Myers, Energy Division 

       Commissioner John Bohn   Julie Fitch, Energy Division 

       Commissioner Nancy E. Ryan  Judith Ikle, Energy Division 

       Commissioner Timothy Alan Simon 

 





ATTACHMENT D

Advice No. 4172

Example of 50/50 Sharing Mechanism for Biogas Conditioning and Bioenergy Production Services

Revenues $125 (a)

Less:

Incremental  Costs 35                        (b)
Depreciation 15                        (c )
 
Pre-Tax Net Revenues 75                        ( d) = (a) - (b) - (c )

  Taxes 40.75% 31                        (e) = (d ) * .4075

Net Earnings 44                        (f) = (d) - (e)

Benchmark Return 38                        (g) = (k) * (l)

Excess Earnings Above Benchmark $7 (h) = (f) - (g)

Pre-Tax Earnings Above Benchmark $11 (i) = (h) / (1 - .4075)

Ratepayer share of Pre-Tax $ (37.21%) 4                          (j) = (i) * .3721

Shareholder share of Pre-Tax $ (62.79%) 7                          (k) = (j) * .6729
$11

Investment $400 (k)
Benchmark Return 9.43% (l)


