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•Development of new technologies is driving increased U.S. 
shale-based production, which is lowering prices and 
reducing imports of natural gas and LNG
•One North American West Coast LNG terminal is 
operational in Baja California, Mexico (Energia Costa Azul)
•U.S. storage levels this time of year are close to the five 
year average
•Industrial and electric power use drives future gas demand 
growth
•Non-hydro renewables and natural gas are the fastest 
growing electricity generation sources
•Natural gas price projections are significantly lower than in 
past years due to an expanded shale gas production
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 Deliveries
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Historical Oil Prices vs. Gas Prices
Equivalent Unit Cost ($/MMBtu)

1 Barrel = 6.2 MMBtu
Last Updated:  3/18/2011

Source:  Source: Oil prices - EIA, CA/AZ Border Gas Price - Ventyx Velocity Suite-Nymex      T:\oil vs gas.xls
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NYMEX Natural Gas Futures Prices May 4, 2011 
($/MMbtu)
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Natural gas spot price (Henry Hub)
2009 dollars per million Btu

ProjectionsHistory

Source:  EIA, Annual Energy Outlook 2011

2009

Richard Newell, December 16, 2010

0

1

2

3

4

5

6

7

8

9

10

1990 1995 2000 2005 2010 2015 2020 2025 2030 2035

AEO2010

Updated AEO2009

AEO2011

19



20

• Gas price volatility will likely continue.
• Shale gas drives growth in natural gas production and 

reduces reliance on imported gas. 
• Higher demand expected for U.S. gas-fired electric 

generation and industrial demand. 
• Natural gas prices much lower than oil prices.
• Natural Gas basis differences at various hubs diminished, 

driven by shale production increase in the East and new 
pipelines added.

• Natural gas price projections are significantly lower than 
past years due to an expanded shale gas resource base 
and associated production increases.
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• California Regulatory Environment
• Renewable Electricity Portfolio Standard of 20% inc reasing to 33%

– Assembly Bill 32 -Green House Gas (GHG) reduction targets -return to 1990 
emission levels by 2020 30% vehicle GHG emissions reductions by 2016, overall 
30% state reduction from 2020 projected emissions, target high global warming 
potential gases

– Cap and Trade Regulation: ~ 66 metric ton CO2equivalent reduction
– Low Carbon Fuel Standard: 10% reduction in carbon content of passenger 

vehicle fuels by 2020

• Large demand for in-state renewable fuels for on-site distributed 

generation, central generation, and vehicles to meet GHG reduction 
targets

• Availability of feed stocks that currently vent or flare methane: 

wastewater, food waste, dairy, biomass = potential 16% of CA daily natural 
gas consumption 
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•Permitting: on-site biogas generation challenged by multi-layer 
regulatory approvals (air, water, land use) and onsite biogas 
combustion for electric generation further challenged by air 
pollution control costs (NOx)
• Feedstock aggregation 

– Multiple feedstock for improved flow rates vs. groundwater issues
– Rights-of-way for aggregation infrastructure
– Multiple dairy owners agreement required
– Engineering of aggregation is site-specific

• Perceived technology risk
– SoCalGas Rule 30 and PG&E Rule 21 gas specifications
– Limited demonstration projects to reassure the financial community

•Uneven biogas incentives: federal biogas on-site generation 
incentives not available for pipeline biomethane production

•Administrative: marketing and contractual arrangements for sale of 
biomethane required
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Pipeline Biomethane Injection Readiness
• SoCalGas Rule 30 Biogas Guidance Document released September 

2009
• Participating in Gas Technology Institute (GTI) studies -dairy biogas, 

landfill gas

Proposed SoCalGas Bioenergy Market-based Non-tariff  Product & 
Service (NTP&S)
• Where production cost < Market Price Referent (MPR) of 

biomethane, provide NTP&S regulatory framework
• Enable large customers to produce biogas and/or pipeline quality 

biomethane from their organic feedstock to facilitate onsite 
generation, NGV fueling, and increase pipeline biomethane supplies

• SoCalGas to own/maintain biogas/biomethane production 
equipment (i.e. digester and/or conditioning facility) and charge 
customer a negotiated fee under a long-term contract

• Requires CPUC approval
• Enlisting the support of local and statewide agencies 
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• The Natural Gas Vehicle (NGV) Program is focused on providing customer 
information, education and training related to the operation and fueling of 
NGVs. Utility Infrastructure Options (new business)

• Traditional Utility Service (tariffs, rules, billing)
• NGV Basics (introduction to NGVs, refueling station locations)

– Applicable Federal, State, and Local Rules and Regulations
– Federal Motor Fuel Use Tax Rebate, Federal Tax Credits
– CARB Fleet Rules, CARB ZEB Rule, AB 32, LCFS
– SCAQMD Fleet Rules
– Safety (vehicles, refueling stations, maintenance facilities)
– Grant Funding (federal, state, and local)
– Product (vehicles, engines, refueling equipment, vendors)
– RD&D
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Today, there are over 6,000 heavy-duty CNG vehicles 
in operation throughout Southern California
• Primary CNG markets are large “anchor” fleets typically mandated to 

use alternative fuel by state or local regulations:
• Transit buses
• School buses
• Waste haulers
• Street Sweepers
• Airport transportation (taxis, shuttles)

• The most economic CNG stations typically have the following 
characteristics:
– A large “anchor” fleet of vehicles (centrally operated and maintained)
– High fuel use vehicles
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Demonstration “proof of concept” project conducted 
jointly with Cal Cartage (operator), the Port of Los 
Angeles, and the Port of Long Beach
• Objective was two fold:

– Demonstrate that CNG powered port drayage trucks were capable of moving 
containers to and from the ports to regional destinations or distribution centers.

– Encourage heavy-duty truck OEMs to offer CNG options.

• Project started in2008 with four trucks produced by AutoCar and 
successfully completed this year.

• Preliminary report documents CNG powered port drayage trucks 
performed on par with diesel counterparts and at a lower cost.

• Multiple OEMs now offer CNG options for heavy-duty trucks 
(Freightliner, Kenworth, AutoCar)
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If you have any questions, please feel free to contact:
Edwin Harte
Low Emission Vehicle Program Manager
Southern California Gas Company
San Diego Gas & Electric
555 West 5thStreet
Los Angeles, CA 90013
(213) 244-2847

eharte@semprautilities.com
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Questions?
Thank you


