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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 1 

REBUTTAL TESTIMONY 2 

OF 3 

LUKE A. BUZAED 4 

 5 

Q. Please state your name, address, occupation, and employer. 6 

 7 

A. My name is Luke A. Buzard. My business address is 702 North 8 

Franklin Street, Tampa, Florida 33602. I am employed by 9 

Peoples Gas System, Inc. (“Peoples” or the “company”) as the 10 

Vice President of Pipeline Safety & Regulatory Affairs.  11 

 12 

Q. Please describe your duties and responsibilities in that 13 

position. 14 

 15 

A. I am responsible for overseeing all aspects of the rates, 16 

compliance, and regulatory matters under the jurisdiction of 17 

the Florida Public Service Commission (“FPSC” or the 18 

“Commission”) for Peoples. I have also coordinated the 19 

preparation and filing of Peoples’ request in this base rate 20 

proceeding. My duties also include responsibility for 21 

Peoples’ safety, damage prevention, emergency management, 22 

environmental, and compliance programs, including 23 

requirements set by the Pipeline and Hazardous Materials 24 

Safety Administration (PHMSA), an agency of the Department of 25 



 

 

 2

Transportation. 1 

 2 

Q. Please provide a brief outline of your educational background 3 

and business experience. 4 

 5 

A. I received my Bachelor of Science degree, with a concentration 6 

in Accounting, and my Master of Accountancy degree from the 7 

College of Business Administration at the University of South 8 

Florida. Prior to my current position, my role was Director, 9 

Pipeline Safety & Operational Services, where my 10 

responsibilities included technical training, compliance, 11 

standards & technical services, and employee and contractor 12 

safety. I have also previously served as the Director of 13 

Internal Audit for TECO Energy. I am a Certified Public 14 

Accountant in the State of Florida. 15 

 16 

Q. Did you file direct testimony in this proceeding? 17 

 18 

A. No. However, since we filed our direct testimony on April 4, 19 

2023, a regulatory policy question has arisen. That kind of 20 

issue falls within the scope of my responsibilities at 21 

Peoples, so I am submitting this rebuttal testimony.  22 

 23 

Q.  What are the purposes of your rebuttal testimony? 24 

 25 
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A. The purpose of my rebuttal testimony is to explain why all 1 

three of the company’s proposed renewable natural gas (“RNG”) 2 

projects should be included as part of the company’s regulated 3 

operations (“above-the-line”) in this proceeding. 4 

 5 

Q. Has any party proposed that the company’s three proposed RNG 6 

projects be excluded from the company’s regulated operation 7 

(“below-the-line”) in this proceeding? 8 

 9 

A. No, not at this time; however, Office of Public Counsel 10 

(“OPC”) witness Lane Kollen has proposed an adjustment that 11 

would remove the net revenue requirement impact of the 12 

company’s three proposed RNG projects from the calculation of 13 

the company’s proposed 2024 revenue requirement. Witness 14 

Kollen states that his proposed RNG adjustment only applies 15 

“if the Commission allows the RNG investment and expense above 16 

the line….”  17 

 18 

  His testimony further indicates that OPC intends to address 19 

at the hearing and in its brief whether the company’s proposed 20 

RNG projects should be included above-the-line for ratemaking 21 

purposes as proposed by Peoples.  22 

 23 

  My rebuttal testimony is intended to persuade both OPC and 24 

the Commission to support Peoples’ proposal and leave its 25 
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three proposed RNG projects – two of which were planned and 1 

executed in accordance with Peoples’ RNG tariff - above the 2 

line (i.e., regulated) for ratemaking purposes and include 3 

the related revenue requirements as proposed by Peoples as 4 

further discussed by witness Rachel Parsons in her rebuttal 5 

testimony. 6 

 7 

Q. Is Public Counsel proposing that the company’s two tariffed 8 

RNG projects should be accounted for below-the-line and 9 

treated as unregulated projects? 10 

 11 

A. It is unclear at this time. By approving our RNG tariff in 12 

2017, we believe and assert the Commission made a decision 13 

that projects that comply with the tariff are regulated 14 

projects, and therefore should be accounted for above-the-15 

line. For OPC to argue, or for the Commission to decide 16 

otherwise, would be an unprecedented departure from the way 17 

the Commission has exercised its regulatory authority. 18 

 19 

Q. Have you prepared an exhibit supporting your rebuttal 20 

testimony? 21 

 22 

A. Yes. Exhibit No. LAB-1, entitled “Rebuttal Exhibit of Luke A. 23 

Buzard,” was prepared by me or under my direction and 24 

supervision and accompanies my rebuttal testimony. The 25 
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contents of my exhibit were derived from the business records 1 

of the company or the records of the FPSC and the Commissions 2 

of other state jurisdictions and are true and correct to the 3 

best of my information and belief. My rebuttal exhibit 4 

consists of the following documents: 5 

 Document No. 1 Peoples’ Current RNG Tariff 6 

 Document No. 2 FPSC Order No. PSC-2017-0497-TFR-7 

 GU, issued December 29, 2017, 8 

   Approving Peoples Gas System’s RNG 9 

   Tariff (“Original RNG Order”) 10 

 Document No. 3 2020 Proposed Changes to Peoples 11 

   Original RNG Tariff 12 

  Document No. 4 Excerpt from 2020 Rate Case Pre- 13 

   hearing Order (Issue 66 on RNG 14 

   Tariff modifications) 15 

 Document No. 5 Excerpts from FPSC Order No. PSC- 16 

   2020-0485-FOF-GU, issued December 17 

   10, 2020 (“2020 Agreement Approval 18 

   Order”) 19 

 Document No. 6 New River and Brightmark Assets 20 

   By Tariff Category 21 

 Document No. 7 Alliance Dairies CPVRR Analysis & 22 

 Environmental Attribute Market 23 

Price 24 

    Break Even Analysis 25 
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 Document No. 8 Sections 366.91 and 366.92, Florida  1 

   Statutes 2 

 Document No. 9 RNG Orders from Other States 3 

 4 

Q. How will you organize your discussion of the regulatory 5 

treatment of the company’s three proposed RNG projects? 6 

 7 

A. My discussion consists of the following sections: 8 

 9 

 I. I will start by providing an overview of the RNG 10 

 Market. 11 

 II. Then I will discuss Peoples’ RNG Tariff and related 12 

 history.  13 

 III. From there, I will address how Peoples planned and 14 

executed its New River and Brightmark projects to 15 

comply with and in reliance on the company’s RNG 16 

tariff.  17 

 IV. I will then explain how our Alliance Dairies 18 

project benefits our customers.  19 

  V. I will share with the Commission that there are 20 

existing, already approved, RNG tariffs and 21 

regulated RNG investments in other jurisdictions 22 

across the US.  23 

  VI. Finally, I will show that all three projects are in 24 

the public interest as defined by the Florida 25 
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Legislature, fall within Peoples’ previously 1 

approved RNG Tariff for Brightmark and New River, 2 

and should be considered above-the-line for 3 

ratemaking purposes in this case because they are 4 

prudent and create value for rate payers.  5 

 6 

I. 7 

RNG Market History 8 

Q. What is the Renewable Fuel Standard? 9 

 10 

A. The Renewable Fuel Standard (“RFS”) is a program administered 11 

by the Environmental Protection Agency (“EPA”). The program 12 

was authorized under the Energy Policy Act of 2005 and 13 

expanded under the Energy Independence and Security Act of 14 

2007. Congress created the RFS program to reduce greenhouse 15 

gas emissions and expand the nation’s renewable fuels sector 16 

while reducing reliance on imported oil.  17 

 18 

Q. What is the California Low Carbon Fuel Standard (“LCFS”) and 19 

are there any LCFS programs in other States? 20 

 21 

A. California’s LCFS is designed to decrease the carbon 22 

intensity of California’s transportation fuel pool and 23 

provide an increasing range of low-carbon and renewable 24 

alternatives, which reduce petroleum dependency and achieve 25 
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air quality benefits. California’s LCFS was approved in 2009, 1 

based on California Assembly Bill 32, which became law in 2 

2006. 3 

 4 

 Other states with similar clean fuels programs include 5 

Oregon’s Clean Fuels Program established in 2009 and 6 

Washington’s Clean Fuels Standard in 2021. Proposed clean 7 

fuel standard legislation is currently pending in Illinois, 8 

New York, Massachusetts, Minnesota, New Mexico, and Vermont.  9 

 10 

Q. What is the Voluntary RNG Market, and does it bundle the 11 

environmental attribute and brown gas commodity value? 12 

 13 

A. The Voluntary RNG market exists for RNG buyers who seek to 14 

purchase RNG directly from producers. These buyers typically 15 

have Environmental, Sustainability & Governance (ESG), 16 

Greenhouse Gas (GHG), or other carbon reduction related goals 17 

and look to offset their fuel consumption from a fuel source 18 

with a lower carbon intensity.  19 

 20 

  The Voluntary RNG market typically bundles both the 21 

environmental attribute and brown gas commodity value. As a 22 

result, transactions done in the Voluntary RNG market 23 

typically result in a total price, not like the individual 24 

market price of the environmental attributes and brown gas.  25 
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Q. How are the RFS, LCFS, and Voluntary RNG markets relevant to 1 

Peoples? 2 

 3 

A. These programs and markets are directly relevant to Peoples 4 

because they provide a well-established, growing, and viable 5 

marketplace for the economic values created from RNG.  6 

 7 

Q. What are other examples of RNG market growth? 8 

 9 

A. On June 13, 2023, AstraZeneca announced a partnership with 10 

Vanguard Renewables to enable the delivery of RNG to all its 11 

sites in the United States by the end of 2026. This innovative 12 

partnership is an example of the growth in the Voluntary RNG 13 

marketplace. The RNG marketplace expects similar 14 

announcements in the coming months and years. 15 

 16 

 Furthermore, on June 21, 2023, the EPA set D3 RIN (Renewable 17 

Identification Number) Renewable Volume Obligations (“RVO”) 18 

for 2023, 2024 and 2025. D3 RINS are directly applicable to 19 

both Landfill and Dairy RNG. In its announcement, the EPA 20 

increased the RVO by over 20 percent year over year for the 21 

next three years. This effectively ensures near-term 22 

liquidity for RNG producers, while implying long-term 23 

stability based on the EPA’s view on available volumes of RNG 24 

and other cellulosic biofuels combined with the renewable 25 
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fuel obligations of the transportation sector. In essence, 1 

this announcement helps ensure the RFS will be a viable market 2 

for the environmental attributes created by RNG. 3 

 4 

 In relation to the Brightmark and New River RNG Tariff-based 5 

projects and investments, this information supports the 6 

credit viability of these projects as the associated revenues 7 

earned by the developers will supply a cash flow stream 8 

sufficient to meet the fixed rates negotiated and agreed to 9 

amongst the parties. The developer is obligated by contract 10 

to pay the fixed monthly rate to Peoples, yet they will 11 

monetize the credits produced by the facilities to support 12 

the costs of the facility.   13 

 14 

 In relation to the Alliance Dairy RNG project, Peoples’ 15 

monetization of the available credit value will produce a 16 

cash flow revenue stream to support the costs of operating 17 

the facilities and a sufficient return on investment which 18 

has reduced the revenue requirement requested in this rate 19 

case by approximately $233,000. As Peoples is separating 20 

marketing the credits (the “green” gas) while retaining the 21 

“brown gas,” the molecules associated with the “brown gas” 22 

(or otherwise described as the remaining physical and usable 23 

gas molecules) will be supplied to Peoples’ customers through 24 

the Purchased Gas Adjustment (“PGA”) clause at no additional 25 
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cost. This provisioning of the “brown gas” to the PGA not 1 

only supplies usable natural gas at no commodity cost but 2 

also avoids upstream transportation and other costs 3 

associated with traditional geological gas, the costs of 4 

which are typically charged to the PGA. 5 

 6 

Q. Can you describe the growth of RNG development in recent years 7 

in North America? 8 

 9 

A. There are currently 281 operational RNG facilities in the 10 

United States and Canada with another 476 either under 11 

construction or planned. As recently as 2019, there were only 12 

100 operational RNG facilities. The overwhelming majority of 13 

this significant new growth is attributable to market-based 14 

programs such as U.S. EPA’s RFS and California’s LCFS. As 15 

previously stated, these markets are expanding to other 16 

states and voluntary markets are evolving, so the future of 17 

the value of the RNG market and RNG credits is strong. 18 

 19 

II. 20 

RNG Tariff 21 

Q. Does the company have an RNG Tariff? 22 

 23 

A. Yes. Rate schedule RNGS (“RNG Tariff”) is codified in Second 24 

Revised Sheet 7.404 of the company’s Natural Gas Tariff on 25 
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file with the Commission. A copy of our RNG Tariff is included 1 

as Document No. 1 of my rebuttal exhibit. 2 

 3 

Q. How is Renewable Natural Gas Service (“RNG Service”) defined 4 

in the RNG Tariff? 5 

 6 

A. RNG Service is defined in the tariff as “service to upgrade 7 

or condition biogas to RNG or to provide infrastructure for 8 

delivery of RNG to a pipeline system.” 9 

 10 

Q. What categories of customers may take RNG Service under the 11 

tariff? 12 

 13 

A.  RNG Service is available under the tariff to “any Customer: 14 

(1) upgrading/conditioning biogas to RNG to be utilized 15 

onsite by the customer; (2) interconnecting to an interstate 16 

or intrastate pipeline; or, (3) delivered into the company’s 17 

distribution system for transportation and delivery.” 18 

 19 

Q. What customer charges apply under the RNG Tariff? 20 

 21 

A. The RNG Tariff states: “In addition to those charges provided 22 

in the rate schedule pursuant to which the customer delivers 23 

RNG to the company, Customer shall pay a Monthly Services 24 

Charge, which shall be as mutually agreed.” 25 
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Q. What guidance does the RNG Tariff provide on the Monthly 1 

Services Charge? 2 

 3 

A. The RNG Tariff states that the “Monthly Services Charge will 4 

recover the total installed cost of such facilities, as 5 

determined by the company, including a reasonable rate of 6 

return on the total installed cost of such facilities, as 7 

determined by company…before any adjustment for accumulated 8 

depreciation, a contribution in aid of construction, etc.” 9 

Peoples constructed a cost of service-based rate considering 10 

the capital investment, depreciation, O&M costs, and 11 

appropriate return suggested by the tariff and based on 12 

standard regulated rate development. OPC's suggestion of a 13 

levelized (or annuitized) rate is a recognition of standard 14 

rate development that is not unique to Peoples’ RNG Tariff or 15 

unique purely to Peoples’ regulated services; most utilities 16 

formulate rates on this Commission-approved fundamental 17 

regulated principle.  18 

 19 

Q. Does the RNG Tariff specify the types of facilities eligible 20 

to be included in a Monthly Services Charge to be paid by an 21 

RNG customer? 22 

 23 

A. Yes. The RNG Tariff includes a non-exclusive list of 24 

facilities that can be installed and recovered under an RNG 25 
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Monthly Services Charge. This list includes, but is not 1 

limited to: “blowers, chillers, condensate removal equipment, 2 

compressors, heat exchangers, driers, digesters, gas 3 

constituent removal equipment, quality monitoring equipment, 4 

storage vessels, controls, piping, metering, propane 5 

injection, and any other related appurtenances including any 6 

redundancy necessary to provide reliable RNG Service….”   7 

 8 

Q. When did the Commission first approve the company’s RNG 9 

Tariff? 10 

 11 

A. The Commission first approved the company’s RNG Tariff by 12 

Order No. PSC-2017-0497-TRF-GU, issued December 29, 2017, in 13 

Docket No. 20170206-GU (“Original RNG Order”). A copy of this 14 

order is included as Document No. 2 in my rebuttal exhibit. 15 

 16 

Q. Did the Office of Public Counsel participate in Docket No. 17 

20170206-GU? 18 

 19 

A. I do not think so. I reviewed the document filing index for 20 

this docket on the Commission’s website and did not see any 21 

indication that OPC participated. 22 

 23 

Q. Did the Commission discuss the original RNG Tariff in its 24 

order? 25 
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A. Yes. The Commission explained that the proposed RNG rate 1 

schedule will allow Peoples to recover from biogas producers 2 

the cost of upgrading the biogas, that the Monthly Services 3 

Charge would vary based on the equipment involved and listed 4 

the type of equipment eligible for recovery under an RNG 5 

Monthly Services Charge. 6 

 7 

Q. Was Peoples’ original RNG Tariff approved in 2017 8 

subsequently revised? 9 

 10 

A. Yes, Peoples proposed adjustments to the RNG Tariff during 11 

the 2020 base rate request to include “digesters” and other 12 

appurtenances associated with the capture and conditioning of 13 

RNG. Peoples’ 2020 Settlement Agreement, signed by OPC and 14 

the Florida Industrial Power Users Group (“FIPUG”), was 15 

approved by the FPSC and authorized Peoples to conduct 16 

business within the approved tariff, including the changes to 17 

the RNG Tariff. Peoples negotiated and contracted with 18 

Brightmark and New River within the requirements of the tariff 19 

regarding availability, applicability, and the application 20 

and calculation of the monthly services charge. 21 

 22 

Q. Please explain. 23 

 24 

A. Peoples filed a petition to increase its base rates and 25 
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charges on June 8, 2020, in Docket No. 20200051-GU. Peoples 1 

indicated in paragraph 28 of its Petition (page 12) that it 2 

was proposing to “modify the RNG, CNG, and NGVS tariffs to 3 

make these services more widely available to customers … to 4 

adapt to changing market conditions.”  5 

 6 

  Peoples’ proposed tariff changes were shown in Minimum Filing 7 

Requirement Schedule E-9, which included a redline or 8 

legislative version of the company’s tariff. The company’s 9 

proposed changes to its original RNG Tariff were included in 10 

MFR E-9 on pages 45 and 46 of 99 (Bates Nos. 167as and 167at). 11 

An excerpt from MFR E-9 showing the company’s proposed RNG 12 

Tariff changes, including the addition of digesters, is 13 

included as Document No. 3 of my rebuttal exhibit. 14 

 15 

Q. Was the company clear in the 2020 rate case that it proposed 16 

modifying its RNG tariff to include biogas 17 

capturing/collection equipment like digesters? 18 

 19 

A.  Yes. I reviewed the company’s position on Issue 66 in 20 

Prehearing Order No. PSC-2020-0394-PHO-GU, issued October 20, 21 

2020, and it was included.  22 

 23 

  Issue 66 was “Are PGS’s proposed revisions to its Renewable 24 

Natural Gas (RNG) rate schedule appropriate?”  25 
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  The company’s position on this issue was: “Yes. The proposed 1 

changes will support the development of RNG in Florida. The 2 

modifications will revise and clarify the types of utilized 3 

equipment, the capture of renewable natural gas [emphasis 4 

added], and the ownership of natural gas. As the RNG market 5 

in Florida begins to grow, there has been a broadening of the 6 

types of business structures for RNG projects that were not 7 

contemplated when the RNG tariff was originally added to the 8 

company’s tariff. Therefore, the company seeks to adjust this 9 

tariff to make it applicable to the emerging business 10 

structures in the RNG arena.”  11 

 12 

Q. Did OPC and FIPUG take a position on Issue 66? 13 

 14 

A. The prehearing order shows that FIPUG opposed the proposed 15 

revisions and that OPC took no position. I have included an 16 

excerpt from the 2020 rate case prehearing order as Document 17 

No. 4 in my rebuttal exhibit. 18 

 19 

Q. Were the company’s 2020 proposed changes to its RNG Tariff 20 

approved by the Commission? 21 

 22 

A. Yes. After the issues were identified in the company’s 2020 23 

rate case, Peoples, OPC, and FIPUG executed and filed a 24 

Stipulation and Settlement Agreement (“2020 Agreement”), 25 
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which resolved all the issues in the rate case and was 1 

approved by the Commission by Order No. PSC-2020-0485-FOF-2 

GU, issued December 10, 2020. Excerpts from the 2020 Agreement 3 

Approval Order are included in Document No. 5 of my rebuttal 4 

exhibit.  5 

 6 

Q. What parts of the 2020 Agreement and 2020 Agreement Approval 7 

Order do you think are relevant to the approval of the 8 

company’s 2020 proposed changes to its RNG Tariff? 9 

 10 

A. There are several.  11 

 12 

  First, the Parties to the 2020 Agreement included a specific 13 

list of “agreed to” tariff changes, which included “The 14 

company’s proposed revisions to its Renewable Natural Gas 15 

(RNG) rate schedules. (Issue 66b)” in paragraph 3(B)(iv).  16 

 17 

  Second, on pages 3 and 4, the 2020 Agreement Approval Order 18 

listed approval of “modifications to existing tariffs, as 19 

proposed in its Rate Case Petition” as one of the key terms 20 

of the 2020 Agreement.  21 

 22 

  Finally, in paragraph 12(a) of the 2020 Agreement, OPC, FIPUG, 23 

and Peoples agreed that “this Agreement is in the public 24 

interest, that they will support this Agreement and that they 25 
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will not request or support any order, relief, outcome, or 1 

result in conflict with the terms of this Agreement in any 2 

administrative or judicial proceeding relating to, reviewing, 3 

or challenging the establishment, approval, adoption, or 4 

implementation of this Agreement or the subject matter 5 

thereof.” (emphasis added).    6 

 7 

Q. Why did you emphasize the language quoted above from paragraph 8 

12(a) of the 2020 Agreement? 9 

 10 

A. I emphasized it because, as part of this rate case, the 11 

company includes rate base additions for New River and 12 

Brightmark that are clearly supported by the RNG tariff. It 13 

would be inconsistent, unfair, and unreasonable for OPC and 14 

FIPUG to take the position that the company cannot or should 15 

not implement (above-the-line) investments in rate base that 16 

are allowed under an approved tariff that they agreed to as 17 

part of the 2020 Agreement, especially considering the 18 

emphasized language from paragraph 12(a).  19 

 20 

Q. Which of the company’s three proposed RNG Projects were 21 

developed and executed consistent with and in reliance on the 22 

RNG Tariff? 23 

 24 

A. New River and Brightmark. In both cases, the customers 25 
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approached Peoples about taking RNG service pursuant to our 1 

RNG Tariff. And in both cases, the negotiated agreement met 2 

the requirements and the applicability section outlined in 3 

the tariff. 4 

 5 

III. 6 

New River and Brightmark 7 

Q. Are the New River and Brightmark RNG projects consistent with 8 

the company’s RNG Tariff? 9 

 10 

A. Yes. Both projects interconnect an RNG facility to an 11 

interstate or intrastate pipeline consistent with the 12 

applicability portions of the RNG Tariff.  13 

 14 

  The New River project is a “pipeline” project in the sense 15 

that the company has installed pipe and related equipment 16 

that allows the RNG facility to deliver collected and 17 

conditioned RNG to an interstate pipeline.  18 

 19 

  The Brightmark project includes these traditional “pipeline” 20 

project elements but also includes the company owning RNG 21 

capturing/collection and conditioning equipment.  22 

 23 

  In both cases, the customer will pay a mutually agreed Monthly 24 

Services Charge designed so the company will recover “the 25 
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total installed cost of such facilities, as determined by the 1 

company, including a reasonable rate of return on the total 2 

installed cost of such facilities, as determined by company 3 

… before any adjustment for accumulated depreciation, a 4 

contribution in aid of construction, etc.”  5 

 6 

  Peoples witness Rachel B. Parsons shows that the Monthly 7 

Services Charges for these two projects were designed in 8 

compliance with the tariff in her rebuttal testimony.  9 

 10 

Q. Are the facilities owned by Peoples for the New River and 11 

Brightmark RNG projects the kinds of facilities listed in the 12 

company’s RNG Tariff?  13 

 14 

A. Yes. Document No. 6 of my rebuttal exhibit lists all the 15 

equipment that Peoples owns for the two projects and shows 16 

how that equipment falls into the categories of RNG facilities 17 

eligible for recovery through a Monthly Services Charge in 18 

the RNG Tariff.  19 

 20 

Q. Has the company taken reasonable steps to protect its general 21 

body of ratepayers from the risk that the New River and/or 22 

Brightmark Projects will fail/default and leave the company 23 

with “stranded” assets that it may seek to recover from the 24 

general body of ratepayers? 25 
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A.  Yes. The company performed extensive due diligence on the 1 

customers for both projects before deciding to proceed and 2 

then memorialized the mutually agreed to Monthly Services 3 

Charges for both projects in one or more written agreements 4 

that give Peoples significant legal rights in the event of a 5 

default. For the Brightmark project, these legal rights 6 

include the ability to collect late payment charges, 7 

agreement termination rights, and parent company financial 8 

guarantees. For the New River project, these legal rights 9 

include reimbursement for the cost of equipment, a 10 

substantial cash collateral deposit, late payment fees, and 11 

the right to suspend service. 12 

 13 

Q. If either of the New River or Brightmark customers defaults, 14 

will the company seek to recover the undepreciated net book 15 

value of the project assets from the general body of rate 16 

payers? 17 

 18 

A. The answer to that question depends on several factors, most 19 

of which are difficult to predict at this time.  20 

 21 

  First, the Commission should not assume that a default could 22 

lead to a revenue requirement burden for Peoples’ ratepayers. 23 

For both New River and Brightmark, a default by our current 24 

customer could lead to another developer purchasing the 25 
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rights to the project and continuing to operate them for the 1 

term of the agreements with Peoples, and in the case of a 2 

default by Brightmark, Peoples would have the right to possess 3 

the RNG facilities and operate them as the developer. In 4 

addition, much of the equipment can be salvaged, removed, and 5 

repurposed for a different RNG project or sold in a secondary 6 

market in a way that would reduce the dollar amount of 7 

unrecovered costs.  8 

 9 

  Second, timing matters. A default near the end of the term of 10 

the agreement would leave a relatively small remaining net 11 

book value and the company may not choose to pursue cost 12 

recovery of a small amount. If a default occurs during a 13 

settlement agreement “stay out” period, the company would be 14 

precluded from seeking cost recovery during that period. 15 

Likewise, if a default occurs when the company is earning 16 

within its authorized range of return on equity, the company 17 

would likely be precluded from seeking rate relief to recover 18 

stranded RNG assets.  19 

 20 

  Finally, the amount of any potential stranded asset write-21 

off would be offset by any amounts the company could collect 22 

through litigation with the defaulting party or its corporate 23 

guarantors.  24 

 25 



 

 

 24

Q. How do you assess the risk of default and resulting stranded 1 

assets for the New River and Brightmark Projects? 2 

 3 

A. As previously described, Peoples believes we have mitigated 4 

the risk to a level commensurate with, and arguably less than, 5 

the risks Peoples takes whenever it installs specific 6 

facilities to provide natural gas distribution services to a 7 

specific customer as provided in its tariff. In those cases, 8 

Peoples takes great care to mitigate risks to the general 9 

body of ratepayers by performing due diligence on the customer 10 

and including valuable default remedies in the customer 11 

contracts. Peoples has followed these same processes with New 12 

River and Brightmark, and in doing so adequately protects our 13 

general body of ratepayers.  14 

 15 

Q. Does Peoples have a history of burdening the broad body of 16 

ratepayers with the pursuit of recovering stranded asset 17 

costs? 18 

 19 

A.  No. 20 

 21 

IV. 22 

Alliance Dairies 23 

Q. Did Peoples plan and execute the Alliance Dairies RNG project 24 

under the company’s RNG tariff? 25 
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A. No. The customer in this case was not interested in a business 1 

arrangement based on the RNG Tariff. Rather, the customer, 2 

who is a dairy farmer, preferred to focus on dairy farming 3 

and looked to Peoples for assistance with a business 4 

arrangement that would (1) involve Peoples in the capture and 5 

conditioning of RNG from the dairy and (2) share the 6 

anticipated benefits of revenue from the sale of 7 

environmental attributes. For its part, Peoples recognized 8 

the potential value of environmental attribute revenues to 9 

the project and our general body of ratepayers, so we worked 10 

with the customer to develop a different business 11 

arrangement.  12 

 13 

  Our willingness to do so is consistent with the observation 14 

the company made in its 2020 rate case when it noted in its 15 

position on Issue 66: “As the RNG market in Florida begins to 16 

grow, there has been a broadening of the types of business 17 

structures for RNG projects that were not contemplated when 18 

the RNG tariff was originally added. Therefore, the company 19 

seeks to adjust this tariff to make it applicable to the 20 

emerging business structures in the RNG arena.”  21 

 22 

Q. Why did the company elect to pursue this project and include 23 

it on a regulated (“above-the-line”) basis in the 2024 revenue 24 

requirement in this case? 25 
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A.  Peoples chose to pursue the Alliance project on a regulated 1 

basis because we feel RNG projects are a benefit to our 2 

ratepayers and to Florida. Peoples believes that it can 3 

structure RNG projects to create financial value for its 4 

customers while delivering significant value to the 5 

environment and in this case, farmers. 6 

 7 

 As currently structured, the Alliance Dairy project delivers 8 

revenues in excess of the project revenue requirement. This 9 

reduces rates to our overall body of ratepayers. The structure 10 

of the agreement with Alliance provides the farm with an 11 

incremental revenue stream that improves the profitability of 12 

the farm that supports Florida’s agriculture. In addition, 13 

there are numerous other benefits with reduced emissions as 14 

well as job creation. 15 

 16 

 Peoples believes that RNG projects structured similarly to 17 

Alliance present an opportunity to provide value to our 18 

ratepayers. As we have described, RNG markets in the US 19 

provide revenue opportunities for gas emitted from farms and 20 

other sources and this structure returns that value to all of 21 

us in Florida. As a regulated utility, Peoples seeks to 22 

provide natural gas service in the most cost-effective way. 23 

The Alliance project is a real example of this. It is aligned 24 

with Florida’s stated support for renewable energy (366.91) 25 



 

 

 27

and Peoples firmly believes this project is within our purview 1 

as a regulated natural gas utility. 2 

 3 

Q. Please explain those positive financial benefits. 4 

 5 

A.  Positive financial benefits are expected from the Alliance 6 

Dairies project because the revenues that are anticipated 7 

from the sale of the RNG environmental attributes will offset 8 

the project’s annual revenue requirement in the 2024 test 9 

year and thereafter. The net revenue requirement of the 10 

Alliance Dairies project in 2024 decreases the company’s 11 

overall revenue increase request by approximately $233,000. 12 

Peoples’ witness Parsons explains this further in her 13 

rebuttal testimony. 14 

 15 

Q. Has the company estimated the projected cumulative present 16 

value revenue requirement of the Alliance Dairies project? 17 

 18 

A. Yes. Document No. 7 in my rebuttal reflects our estimate of 19 

the cumulative present value revenue requirement (“CPVRR”) 20 

for the Alliance Dairies project. We prepared this analysis 21 

using the projected annual revenue requirement for the 22 

project, a conservative forecast of the environmental 23 

attribute revenue expectations from the project, and a 24 

discount rate equal to our proposed overall rate of return in 25 
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this case. The estimated CPVRR for the project is 1 

approximately $4,129,561, which is a measure of its expected 2 

cost-effectiveness. We also performed a sensitivity analysis, 3 

which showed that the project should provide a positive 4 

financial benefit to our general body of ratepayers, if the 5 

market for environmental attributes stays above approximately 6 

$47/MMBtu. Peoples believes this is a very conservative 7 

threshold as the market is currently predicted to exceed this 8 

amount. 9 

 10 

Q. Has the company calculated the effective price of the brown 11 

gas to be provided to the company’s customers through the PGA 12 

in 2024?     13 

 14 

A. Yes. The company expects the effective price of brown gas to 15 

be delivered by the Alliance Dairies project to the PGA to be 16 

approximately negative $2.28/MMBTU in 2024 considering the 17 

reduction of the revenue requirement of approximately 18 

$233,000.  19 

 20 

 Additionally, considering the avoidance of paying the market 21 

price for geological gas of approximately $3.46/MMBtu, the 22 

total value provided to the PGA is a negative $5.74 per MMBtu.  23 

See Document 7 of my rebuttal exhibit demonstrating these 24 

prices and calculations.  This is the overall 2024 total value 25 
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of gas when the value of the 2024 net negative revenue 1 

requirement of the project is considered along with the 2 

avoidance of paying the anticipated market price for 3 

geologically mined natural gas to supply to the PGA.    4 

 5 

Q. Has the company estimated how far the forecasted 6 

environmental credit market would need to fall in 2024 for 7 

the effective price of the Alliance Dairies brown gas to 8 

exceed the $3 to $4 price range forecasted for “traditional” 9 

natural gas? 10 

 11 

A. Yes. This calculation is shown in Document No. 7 of my 12 

rebuttal exhibit. Our calculation shows that the market price 13 

for environmental attributes would have to fall below 14 

forecasted levels by approximately 10 percent in 2024 (or 15 

from a forecast of $55.98/MMBtu to an actual of $50.24/MMBtu) 16 

before the projected effective price of brown gas from 17 

Alliance will exceed the forecasted price of “traditional” 18 

natural gas.  19 

 20 

Q. Why is this effective gas analysis important? 21 

 22 

A. It is important because it shows that the Alliance Dairies 23 

project is cost-effective for our general body of ratepayers. 24 

We think providing the brown gas from Alliance Dairies to the 25 
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PGA at zero cost is a significant benefit to our customers 1 

that buy the gas commodity from Peoples and pay the PGA rates. 2 

At the same time, we understand that the general body of 3 

ratepayers would be concerned if the effective price of 4 

Alliance Dairies brown gas – considering the project’s 5 

impacts on base rates – is expected to exceed the market price 6 

customers would otherwise pay for the non-RNG natural gas 7 

commodity. This analysis shows that our customers will not 8 

pay more than the forecasted market price for traditional 9 

natural gas, and in fact, will receive a credit to their 10 

natural gas costs.  11 

 12 

Q. Do you think the effective price of the brown gas from the 13 

Alliance Dairies project to the PGA must be at or lower than 14 

the prevailing market price of “traditional” natural gas for 15 

the Commission to approve the project on a regulated basis? 16 

 17 

A.  No. This analysis is for illustrative purposes. Section 18 

366.91(9), Florida Statutes, states: “The commission may 19 

approve cost recovery by a gas public utility for contracts 20 

for the purchase of renewable natural gas in which the pricing 21 

provisions exceed the current market price of natural gas, 22 

but which are otherwise deemed reasonable and prudent by the 23 

commission.”  24 

 25 
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Q. For what other reasons is the company proposing to treat the 1 

Alliance Dairies project as a regulated (above-the-line) 2 

project? 3 

 4 

A. From the beginning, the Alliance Dairies project was 5 

contemplated as a Peoples regulated investment in RNG 6 

collection and pipeline facilities. This approach allows 7 

Peoples to collect the RNG and utilize the marketable RNG 8 

credits to provide value to the dairy owner and to Peoples’ 9 

customers, as well as to collect the operating costs and a 10 

sufficient return on the investment. The dairy owner was not 11 

interested in owning the collection facilities or the 12 

marketing of the credits, therefore an RNG tariff-based 13 

project was off the table.  14 

 15 

 During mid-2022, the Inflation Reduction Act offered new 16 

incentives for RNG development, industry trends surrounding 17 

RNG development were evolving, and Peoples management was 18 

still evaluating and watching the various credit market 19 

opportunities and risks for RNG. These evolving 20 

considerations required Peoples management to continue to 21 

evaluate the best structure for the Alliance Dairies project, 22 

including considering an unregulated venture, where 23 

investment tax credits in particular were treated differently 24 

under the IRA. 25 
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 Towards the end of the third quarter of 2022 and as annual 1 

internal budget submissions were due to Emera, to be 2 

conservative, Peoples management moved a portion of the 3 

Alliance Dairies project, as a place holder, under Seacoast, 4 

which is regulated differently than Peoples. Subsequent to 5 

the budget submission, and after rigorous internal 6 

evaluation, Peoples determined the value that accrues to rate 7 

payers through the originally contemplated regulated 8 

investment far outweighed the risks to customers and 9 

justified the pursuit of the project on a regulated basis. 10 

 11 

 This approach also gives OPC and the Commission an opportunity 12 

to promote the public interest by supporting and approving, 13 

respectively, the Alliance Dairies project. 14 

 15 

V. 16 

Other Jurisdictions and RNG 17 

Q. If the Commission approves the Alliance Dairies project as 18 

proposed in this base rate proceeding, would this be the first 19 

regulated asset investment by an LDC in the nation of RNG 20 

collection, conditioning, and transport facilities? 21 

 22 

A. No. On January 23, 2023, the State Corporation Commission of 23 

the Commonwealth of Virginia issued a final order approving 24 

Roanoke Gas Company’s proposed biogas supply investment plan. 25 



 

 

 33

This plan included the investment of a digester gas 1 

conditioning system, gas-carrying pipe, and other necessary 2 

equipment, constructed, owned, operated, and maintained by 3 

the Roanoke Gas Company, to produce RNG. 4 

 5 

 In the final order, the statements of the Hearing Examiner 6 

were restated as such, “Roanoke Gas’ project has the potential 7 

to achieve a rare combination of increasing local fuel supply, 8 

reducing greenhouse gas emissions, and increasing a utilities 9 

profit while also lowering customer rates.”  These same 10 

circumstances are present in the proposed Alliance Dairies 11 

RNG project and Peoples asserts that these conditions are 12 

achieving significant benefits for Peoples’ customers, the 13 

general public, and the utility. Please see Exhibit 9 of my 14 

testimony for the final order issued by the State Corporation 15 

Commission of the Commonwealth of Virginia. 16 

 17 

Q. Have other jurisdictions approved regulated investments in 18 

RNG? 19 

 20 

A. Yes. The Arizona Corporation Commission approved in Docket 21 

No. G-01551A-17-0286 and Decision No. 76589 Southwest Gas 22 

Corporation’s request for approval of certain modifications 23 

to its Arizona Gas Tariff to allow Biogas Gathering and 24 

Upgrading Service and Renewable Natural Gas Interconnection 25 



 

 

 34

and Transportation Service. Please see Document No. 9 of my 1 

exhibit for Decision No. 76589 by the Arizona Corporation 2 

Commission. 3 

 4 

 The Minnesota Public Utilities Commission issued a final 5 

order in 2021 related to Docket No. G-008/M-20-434, approving 6 

Centerpoint Energy Resources Corp.’s request for an RNG 7 

Interconnection Tariff. This tariff granted Centerpoint the 8 

ability to provide natural gas transportation service and 9 

recover the associated costs and a return on investment. 10 

Please see Document No. 9 of my exhibitfor the final order by 11 

the Minnesota Public Utilities Commission. 12 

 13 

 Both of these filed and approved utility requests align with 14 

the New River and Brightmark projects. The respective 15 

Commission Orders demonstrate the value of those tariffs very 16 

similarly to the support Peoples has provided throughout the 17 

initial petition for Peoples’ RNG Tariff, the modifications 18 

during the 2020 base rate proceeding, and what is presented 19 

in this current base rate case. 20 

 21 

Q. Are these examples the only examples of RNG developments 22 

surrounding regulated LDC pursuits across the country?  23 

 24 

A. No.  Many jurisdictions are currently evaluating the way RNG’s 25 
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value for customers, natural gas utilities, and the 1 

environment should be considered under a regulatory 2 

structure. The previous examples are a small representation 3 

of the quickly evolving regulated market for RNG gas and RNG 4 

as a provided service of a regulated LDC. 5 

 6 

VI. 7 

Public Interest 8 

Q. Are the company’s three proposed RNG projects in the public 9 

interest?  10 

 11 

A. Yes. The Florida Legislature has adopted legislation 12 

encouraging the development of renewable energy, including 13 

RNG.  14 

 15 

  Section 366.92(1), Florida Statutes, states: “It is the 16 

intent of the Legislature to promote the development of 17 

renewable energy; protect the economic viability of Florida’s 18 

existing renewable energy facilities; diversify the types of 19 

fuel used to generate electricity in Florida; lessen 20 

Florida’s dependence on natural gas and fuel oil for the 21 

production of electricity; minimize the volatility of fuel 22 

costs; encourage investment within the state; improve 23 

environmental conditions; and, at the same time, minimize the 24 

costs of power supply to electric utilities and their 25 
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customers.” The term “renewable energy” is defined in Section 1 

366.92 to include RNG.  2 

 3 

  There is similar language in Section 366.91, Florida 4 

Statutes, which defines RNG as “anaerobically generated 5 

biogas, landfill gas, or wastewater treatment gas refined to 6 

a methane content of 90 percent or greater which may be used 7 

as a transportation fuel or for electric generation or is of 8 

a quality capable of being injected into a natural gas 9 

pipeline.”  10 

 11 

 I’ve included the full text of Section 366.91 and 366.92, 12 

Florida Statutes, in Document No. 8 of my rebuttal exhibit. 13 

 14 

Q. Will the Commission’s approval of the company’s three 15 

proposed RNG projects fulfill the public interest aspirations 16 

for renewable energy as specified by the Legislature? 17 

 18 

A. Yes. Although portions of Section 366.91 and 366.92 19 

references electric generation, these statutes reflect the 20 

Legislature’s interest in promoting renewable energy like 21 

RNG. Peoples believes that the Commission’s approval of the 22 

three RNG Projects on a regulated basis (above-the-line) will 23 

fulfill the letter and spirit of most of the public policy 24 

goals expressed in the statutes.   25 
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 First, all three of the projects will directly or indirectly 1 

help collect and condition anaerobically generated biogas 2 

(Brightmark and Alliance Dairies) or landfill gas (New River) 3 

and refine it to a methane content of 90 percent or more that 4 

is of a quality capable of being injected into a natural gas 5 

pipeline. 6 

 7 

 Second, approval of the three RNG projects on an above-the-8 

line basis will promote the development of renewable energy 9 

and protect the economic viability of Florida’s existing 10 

renewable energy facilities. 11 

 12 

 Third, approval of the three RNG Projects will diversify the 13 

state’s fuel mix and lessen Florida’s dependence on 14 

“traditional” natural gas sourced from outside of Florida. 15 

 16 

  Finally, approval will encourage investment within the state, 17 

create jobs in Florida rather than in traditional oil field 18 

states, and improve environmental conditions.  19 

 20 

 Peoples asks that the Commission take this opportunity to 21 

find that the company’s proposed three RNG projects, two of 22 

which are based on a previously approved tariff, are in the 23 

public interest and approve them as regulated (above-the-24 

line) investments to be considered in the calculation of the 25 
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2024 revenue requirement in this case. 1 

 2 

Q. Does Peoples intend to get into the business of producing 3 

traditional natural gas? 4 

 5 

A. No. Peoples does not have plans to own and operate traditional 6 

natural gas drilling and production facilities in Florida or 7 

elsewhere. RNG is produced by landfills, dairies, and 8 

wastewater treatment facilities in Florida, and most of that 9 

gas is vented into the atmosphere. Peoples’ only interest and 10 

plans are to capture and condition the RNG being produced in 11 

our service territory so Florida and our customers can benefit 12 

from our work.  13 

 14 

SUMMARY 15 

Q. Please summarize your rebuttal testimony. 16 

 17 

A. The revenue requirement associated with the New River and 18 

Brightmark projects presented in this case should be approved 19 

because they were planned and executed consistent with and in 20 

reliance on the company’s approved RNG Tariff. The Alliance 21 

Dairies project is an innovative approach to RNG that will 22 

provide financial and other benefits to Peoples’ general body 23 

of ratepayers. Together, the three RNG projects allow Peoples 24 

and the Commission an opportunity to support an evolutionary 25 
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change in the energy markets like the Commission did in the 1 

early days of utility-scale solar electric generation.  2 

 3 

  My rebuttal testimony explains why the Commission should find 4 

that the company’s proposed three RNG projects are in the 5 

public interest and approve them as regulated (above-the-6 

line) investments to be considered in the calculation of the 7 

2024 revenue requirement in this case. The company 8 

respectfully requests that the Commission do so.  9 

 10 

Q. Does this conclude your rebuttal testimony? 11 

 12 

A. Yes, it does. 13 

 14 

 15 

 16 

 17 

 18 

 19 

 20 

 21 

 22 

 23 

 24 

 25 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 
 

 
In re: Petition for approval of tariff 
modifications to accommodate receipt and 
transportation of renewable natural gas from 
customers, by Peoples Gas System. 

DOCKET NO. 20170206-GU 
ORDER NO. PSC-2017-0497-TRF-GU 
ISSUED: December 29, 2017 

 
 

The following Commissioners participated in the disposition of this matter: 
 

JULIE I. BROWN, Chairman 
ART GRAHAM 

RONALD A. BRISÉ 
DONALD J. POLMANN 

GARY F. CLARK 
 
 
 

ORDER GRANTING PEOPLES GAS SYSTEM’S PETITION TO MODIFY TARIFFS 
TO ACCOMMODATE THE RECEIPT AND TRANSPORT 

OF RENEWABLE NATURAL GAS 
  

 
BY THE COMMISSION: 
 

Background 
 

Peoples Gas System (Peoples or company) is a local distribution company subject to the 
regulatory jurisdiction of the Commission pursuant to Chapter 366, Florida Statutes (F.S.), and 
serves approximately 365,000 natural gas customers across Florida. On September 19, 2017, 
Peoples filed a petition for approval of tariff modifications to accommodate the receipt of 
renewable natural gas (RNG) on the company’s distribution system. RNG is biogas that has been 
processed to meet pipeline quality standards. Biogas sources include wastewater treatment 
plants, landfills, municipal solid waste, livestock manure, agricultural residues, and energy crops.  

According to Peoples, local distribution companies in other states, e.g., SoCalGas in 
California, have begun to accept natural gas into their systems from customers who produce 
pipeline-quality natural gas from renewable biomass sources. Exhibit A attached to the petition 
contains an article discussing RNG and its applications in other states and Europe. This is the 
first tariff filing by a Florida natural gas utility giving biogas producers the option of delivering 
RNG into the utility’s distribution system. 

In an email, the company waived the 60-day suspension deadline pursuant to Section 
366.06(3), F.S. On October 20, 2017, the company filed responses to staff’s first data request, 
including a modification to its proposed new tariff sheet No. 7.404-1. Peoples also withdrew its 
proposed revisions to tariff sheet Nos. 7.101-5 and 7.101-6, as the changes were not necessary. 
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The proposed tariff sheets are contained in Attachment A. We have jurisdiction over this matter 
pursuant to Sections 366.03, 366.04, 366.05, and 366.06, F.S. 

Decision 
 

In its petition, Peoples stated that it has been approached by potential customers (e.g., 
landfill operators and wastewater treatment plant owners) who wish to deliver RNG into 
Peoples’ distribution system. The potential projects are waste-to-energy requests for proposals 
(RFPs) issued by local governments including Hillsborough, Polk, and Volusia Counties, as well 
as the City of St. Petersburg. According to Peoples, the potential projects would reuse waste gas 
that now escapes into the atmosphere or is flared (burned off).  

The biogas producer could use the RNG onsite or contract with a customer who will 
purchase the RNG from the biogas producer. Potential customers may include compressed 
natural gas (CNG) fill stations and industrial customers, or Peoples could purchase the RNG, 
thus displacing a portion of traditional (geologic) natural gas with RNG.  

Peoples proposed two tariff modifications: (1) modifications to current tariffs to 
accommodate the receipt of RNG from biogas producers and (2) a proposed new rate schedule 
for Renewable Natural Gas Service (RNGS) for conditioning services. The two modifications are 
discussed below.  

Modifications to Current Tariffs 

Peoples is proposing to modify Rate Schedules GS-3 (50,000 – 249,999 therms per year), 
GS-4 (250,000 – 499,999 therms per year), and GS-5 (500,000+ therms per year) to add 
provisions related to Peoples’ receipt of RNG into its system. Biogas producers, who contract 
with Peoples to deliver RNG into Peoples’ distribution system, would be billed by Peoples the 
otherwise applicable base rates for the use of Peoples’ distribution system to transport the RNG. 
While biogas producers would pay tariffed base rates, biogas producers would not pay the 
company’s purchased gas adjustment clause and the energy conservation cost recovery clause. If 
the RNG is used on-site only by the biogas producer, the biogas producer would not pay 
Peoples’ base rates (i.e., GS-3 through GS-5) since there is no transport of RNG on Peoples’ 
system. 

Other proposed modifications to Peoples’ current tariffs address gas quality. Peoples 
describes these tariff modifications as relatively minor since the company believes that the 
tariff’s existing provisions related to gas quality are sufficient. Peoples proposes to add a 
sentence stating that the company may refuse to accept any gas or RNG tendered by a biogas 
producer to Peoples if the gas does not meet the quality standards set out in the tariff. According 
to Peoples, the primary goal of these modifications is to ensure that any RNG delivered into the 
company’s system by a biogas producer does not adversely affect the safety or operation of the 
system. 
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New Rate Schedule RNGS 

Peoples may provide the necessary services to condition or upgrade the biogas in order to 
convert the biogas into pipeline quality RNG. The company explained that each RNG project is 
expected to vary in scope, site conditions, and biogas characteristics such as methane content; the 
company anticipates that most biogas will require some processing prior to injection into 
Peoples’ system. The upgrading services can also be provided by private companies; in that case, 
Peoples would only test the quality of the RNG before it enters its system. If a biogas producer 
contracts with a private entity to provide the upgrading services, the RNGS tariff would not 
apply. 

The proposed new RNGS rate schedule will allow Peoples to recover from biogas 
producers the cost of upgrading the biogas. The RNGS rate schedule does not contain standard 
charges, as the services provided will vary based on the steps needed to upgrade the biogas to 
RNG. The monthly services charge would be equal to a mutually agreed upon percentage 
(between Peoples and the biogas producer) multiplied by Peoples’ gross investment in the 
facilities necessary to provide biogas upgrading services. The gross investment may include 
facilities such as blowers, chillers, condensate removal equipment, quality monitoring 
equipment, etc. Peoples explained that the monthly services charge would be designed to recover 
the revenue requirement, including the operations and maintenance costs, associated with 
constructing and operating the biogas processing infrastructure. 

Under Peoples’ proposal, its RNG service would not include services related to capturing 
or producing biogas. In addition, title to the biogas, both before and after any conditioning 
necessary to transform it into RNG, would remain with the biogas producer. 

Potential Benefits of RNG  

In its petition, Peoples explained that its proposed tariff modifications address the needs 
of its customers and are responsive to inquiries from owners and developers of biogas sources. 
Peoples asserted that service under the proposed tariff modifications will cover costs and provide 
benefits to Peoples’ system and its general body of ratepayers while maintaining current safety 
and operational requirements for the company’s gas distribution system. Peoples stated that it 
believes its proposed tariff modifications are reasonable and consistent with the legislatively 
expressed state policy of encouraging the use of renewable fuels. 

In response to Commission staff’s request to discuss the potential benefits to the general 
body of ratepayers of the proposed RNG tariffs, Peoples stated that the proposed tariff could 
provide improved environmental compliance and new revenue sources for owners and producers 
of biogas, which could in turn provide opportunities to stimulate local economies and create jobs. 
RNG is interchangeable with pipeline gas; therefore, opportunities may be available for Peoples 
to enhance the diversity of its gas supply. In addition, RNG used in natural gas vehicles furthers 
the goal of reducing reliance on traditional liquid fuel sources. 
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Conclusion 

After review of the company’s petition and its responses to Commission staff’s data 
request, we find that the proposed RNG program and tariff provisions are reasonable and will 
cover the associated cost. We therefore approve the proposed tariff modifications as revised on 
October 20, 2017, effective December 12, 2017. 

 Based on the foregoing, it is 
 
 ORDERED by the Florida Public Service Commission that Peoples Gas System’s 
Petition to create Renewable Natural Gas Rates, revise its Distribution and Quality Tariffs is 
hereby approved. It is further 
 
 ORDERED that the new rates and the proposed tariffs revised on October 20, 2017, shall 
be effective from the date of this Commission’s vote, December 12, 2017. It is further 
 
 ORDERED that if a protest is filed within 21 days of issuance of the Order, the tariff 
shall remain in effect with any charges held subject to refund pending resolution of the protest.  
It is further 
 
 ORDERED that if no timely protest is filed, this docket shall be closed upon the issuance 
of a Consummating Order. 
 
 By ORDER of the Florida Public Service Commission this 29th day of December, 2017. 
 
 
 
 

 /s/ Hong Wang 
 HONG WANG 

Chief Deputy Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida  32399 
(850) 413-6770 
www.floridapsc.com 
 
Copies furnished:  A copy of this document is 
provided to the parties of record at the time of 
issuance and, if applicable, interested persons. 

 
WLT 
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NOTICE OF FURTHER PROCEEDINGS 
 

 The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders 
that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and 
time limits that apply.  This notice should not be construed to mean all requests for an 
administrative hearing or judicial review will be granted or result in the relief sought. 
 
 Mediation may be available on a case-by-case basis.  If mediation is conducted, it does 
not affect a substantially interested person's right to a hearing. 
 
 The Commission's decision on this tariff is interim in nature and will become final, unless 
a person whose substantial interests are affected by the proposed action files a petition for a 
formal proceeding, in the form provided by Rule 28-106.201, Florida Administrative Code.  This 
petition must be received by the Office of Commission Clerk, 2540 Shumard Oak Boulevard, 
Tallahassee, Florida 32399-0850, by the close of business on January 19, 2018.  
 
 In the absence of such a petition, this Order shall become final and effective upon the 
issuance of a Consummating Order. 
 
 Any objection or protest filed in this docket before the issuance date of this order is 
considered abandoned unless it satisfies the foregoing conditions and is renewed within the 
specified protest period. 
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Original Volume No. 3   

    
Issued By:  T. J. Szelistowski, President   Effective:  December 12, 2017 
Issued On:  September 19, 2017 

 
RENEWABLE NATURAL GAS SERVICE 

Rate Schedule RNGS 
 
Availability: 
 

Throughout the service areas of the Company. 
 
 
Applicability: 
 

Renewable Natural Gas Service (“RNG Service”) is service to upgrade or condition 
biogas to RNG or to provide infrastructure for delivery of RNG to a pipeline system. RNG 
Service is available to any Customer: (1)For biogas upgrading/conditioning/upgrading 
services biogas to RNG for RNG produced by eligible Customers, to be utilized onsite by 
Customer; (2) interconnecting to an interstate or intrastate pipeline; or, (3) delivered into 
Company's distribution system for transportation and delivery. RNG delivering into 
Company’s distribution system shall be subject to the applicable  pursuant to Rate 
Schedules GS-3, GS-4 or GS-5.  to a compressed natural gas station or other point of 
delivery on Company's system.  Renewable Natural Gas Service ("RNG Service") The 
equipment included in the RNG Service as well as the design, location, construction, 
operation of such equipment under this Schedule is contingent on arrangements 
mutually satisfactory to the Customer and Company. for the design, location, 
construction, and operation of conditioning facilities required for the Company's provision 
of RNG Service. 

 
Monthly Services Charge: 
 

RNG Service is available under the rate schedules referenced under "Applicability" 
above based on Customer's annual deliveries of RNG into Company's distribution 
system as determined by Company.  The charges, terms and conditions of the 
applicable rate schedule shall apply unless otherwise provided in this rate schedule.  In 
addition to those charges provided by the rate schedule pursuant to which the Customer 
delivers RNG to Company, Customer shall pay a Monthly Services Charge, which shall 
be equal to as mutually agreed percentage multiplied by the Company's Gross 
Investment, as determined by the Company, in the facilities required to provide RNG 
Service to the Customer.  In the case of multiple users of the facility each user will pay a 
mutually agreed facility fee.  If a Customer desires to phase in its deliveries of RNG into 
Company’s system over a period of years, the Monthly Services Charge may be phased 
in over the term of the agreement between Customer and Company.  The Monthly 
Services Charge will recover the total installed cost of such facilities, as determined by 
the Company, including a reasonable rate of return on As used in this schedule, "Gross  
Investment" means the total installed cost of such facilities, as determined by Company, 
which facilities may include, but are not limited to, blowers, chillers, condensate removal 
equipment, compressors, heat exchangers, driers, digesters, gas constituent removal 
equipment, quality monitoring equipment, storage vessels, controls, piping, metering, 
propane injection, and any other related appurtenances including any redundancy 
necessary to provide reliable RNG Service, before any adjustment for accumulated 
depreciation, a contribution in aid of construction, etc.  The agreement between 
Company and Customer may require a commitment by the Customer to purchase RNG 
Service for a minimum period of time, to take or pay for a minimum amount of RNG 
Service, to make a contribution in aid of construction, to furnish a guarantee, such as a 
surety bond, letter of credit, other means of establishing credit, and/or to comply with 
other provisions as determined appropriate by the Company.   
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The Company's provision of RNG Service does not include the provision of electricity, 
natural gas, or any other fuels required to operate the Company's facilities or to be 
added to the RNG produced by or transported for Customer.  Company-provided RNG 
Service shall not include services related to the capturing or production of biogas or 
RNG.  Ownership of RNG produced by Customer shall remain with Customer before, 
during and after Company's provision of RNG Service, and Customer shall remain solely 
responsible for determining the end-user of such RNG.  
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FINAL ORDER  
 

BY THE COMMISSION: 
 

I. Background 

 On June 8, 2020, Peoples Gas System (PGS) filed a Petition for Rate Increase, along with 
its minimum filing requirements and supporting testimony, in Docket No. 20200051-GU (Rate 
Case Petition).  Also, on June 8, 2020, in Docket No. 2020166-GU, Peoples filed a Petition for 
Approval of its 2020 Depreciation Study, pursuant to Rule 25-7.045, Florida Administrative 
Code (F.A.C.).  By Order No. PSC-2020-0198-PCO-GU, issued on June 22, 2020, Docket Nos. 
20200051-GU and 20200166-GU were consolidated for the purpose of hearing.  The Office of 
Public Counsel (OPC) and the Florida Industrial Power Users Group (FIPUG) intervened in the 
consolidated dockets.   
 

On October 22, 2020, all parties (PGS, OPC, and FIPUG) to the consolidated dockets 
filed a Joint Motion for Approval of Settlement Agreement. In addition to resolving all matters in 
the consolidated dockets (Docket Nos. 2020051-GU and 20200166-GU), the Settlement 
Agreement (Agreement) also included a provision for  PGS to withdraw its petition in Docket 
No. 20200178-GU and to not file any other petition seeking deferral of COVID-19 costs during 
the term of the Agreement. 

 
Docket No. 20200178-GU involves a petition by PGS for our approval to establish a 

regulatory asset to record costs incurred due to Coronavirus Disease 2019 (COVID-19). As part 
of that docket, PGS requested deferral of incremental bad debt expense and safety-related costs 
attributable to COVID-19. On October 27, 2020, we issued PAA Order No. PSC-2020-0408-
PAA-GU (COVID-19 PAA Order) in which we approved PGS’s petition to track, record as a  
regulatory asset, and defer incremental costs resulting from the COVID-19 pandemic. On 
November 17, 2020, OPC filed a petition protesting the COVID-19 PAA Order. 

 
On November 19, 2020, we conducted a hearing to consider the Agreement, a copy of 

which is attached hereto as Attachment A. At this hearing, the direct testimony of PGS witnesses 
T.J. Szelistowski, Karen Sparkman (adopting testimony of Monica A. Whiting), Richard F. Wall, 
Timothy O’Connor, Richard K. Harper, PhD., Dylan D’Ascendis (adopting testimony of Robert 
B. Hevert), Sean P. Hillary, Valerie Strickland, Charlene M. McQuaid, Lorraine L. Cifuentes, 
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Daniel Yardley, T. Mark Whitaker, Luke Buzard, and Dane Watson; OPC witnesses David J. 
Garrett and Andrea Crane; and Commission Staff witnesses Intesar Terkawi and Rhonda L. 
Hicks were entered into the record as though read. The stipulated Comprehensive Exhibit List 
and corresponding exhibits were also entered into the record. Subsequently, counsel for PGS, 
OPC, and FIPUG made opening statements in support of the Agreement. At the conclusion of 
the evidentiary portion of the hearing, the Parties indicated that they were willing to waive the 
filing of post-hearing briefs, and we approved the Agreement, as set forth herein, by bench vote. 

 
 We have jurisdiction over this matter pursuant to Sections 366.03, 366.05, and 366.06, 
Florida Statutes. 

II. Decision 

a. Settlement Agreement Provisions 

The Parties contend that the Agreement resolves all matters contained in Docket Nos. 
20200051-GU, 20200166-GU, and 20200178-GU. The term of the Agreement is the three years 
from January 2021 through the last billing cycle of December 2023. The key terms of the 
Agreement, as they pertain to the issues in Docket Nos. 20200051-GU and 20200166-GU, are as 
follows: 

 
 The rates proposed in the Agreement shall continue beyond December 2023, unless those 

rates are changed by Commission Order. 

 The Agreement sets a revenue requirement increase of $58.0 million, of which $23.6 
million is a transfer of the Cast Iron Bare Steel Rider surcharge into base rate recovery. 

 The Agreement sets a return on equity midpoint of 9.90%, with a range of 8.90% to 
11.00%. PGS is also allowed an equity ratio of 54.7% as a percentage of investor sources 
of capital. 

 PGS proposes to flow back excess state accumulated deferred income taxes of 
approximately $940,000 over the term of the agreement, in annual amounts determined at 
PGS’s discretion, provided that PGS flows back the full amount by December 31, 2023. 

 PGS’s annual storm reserve accrual will be $380,000 and its storm reserve target will be 
$3.8 million. 

 The Agreement sets new depreciation rates, effective January 1, 2021. PGS shall 
amortize a cumulative amount of $34.0 million of the depreciation reserve surplus as a 
credit to depreciation expense, in annual amounts up to PGS’s discretion, for 2020-2023. 

 PGS’s actual rate case expenses of no more than $1,657,000 shall be amortized as 
proposed in the Rate Case Petition (3 years). 
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 Nothing in the Agreement precludes PGS from filing new or revised tariffs while the 
Agreement is in effect, provided such requests do not increase any existing base rates or 
charges, with the exceptions of optional tariffs. 

 PGS shall implement the cost of service study, miscellaneous service charges, new 
optional tariffs, and modifications to existing tariffs, as proposed in its Rate Case 
Petition. 

Also, as part of the Agreement, PGS agreed to withdraw its petition in Docket No. 
20200178-GU upon our approval of the Agreement. PGS also agreed to not file any other 
petition seeking deferral of COVID-19 costs during the term of the Agreement. 

b. Approval of Settlement Agreement 

The standard for approval of a settlement agreement is whether it is in the public 
interest.1 A determination of whether a settlement is in the public interest requires a case-specific 
analysis based on consideration of the proposed settlement taken as a whole.2 

 Having carefully reviewed the Agreement, the Parties’ statements at hearing, and the 
testimony and exhibits entered into the record, we find that, taken as a whole, the Agreement 
provides a reasonable resolution of the issues, provides rate certainty and stability to customers, 
and establishes fair, just, and reasonable rates. We also note that the revenue requirement 
approved herein is less than was initially requested by the utility, and that the increase to the 
storm reserve should help promote greater reliability to PGS’s service area. We find, therefore, 
that the Agreement, provided as Attachment A hereto, is in the public interest, and we hereby 
approve it. 
 

c. Vacating of Order in Docket No. 20200178-GU 

The Agreement contains a provision that, upon our approval of said Agreement, PGS 
shall withdraw its petition in Docket No. 20200178-GU. In order to effectuate this provision of 
the Agreement, the COVID-19 PAA Order needs to be vacated. At the time of the November 19, 
2020, hearing in this matter, the COVID-19 PAA Order had a pending protest filed by OPC. 

                                                 
1 Sierra Club v. Brown, 243 So. 3d 903, 910-913 (Fla. 2018); Order No. PSC-13-0023-S-EI, issued on January 14, 
2013, in Docket No. 120015-EI, In re: Petition for increase in rates by Florida Power & Light Company; Order No. 
PSC-11-0089-S-EI, issued February 1, 2011, in Docket Nos. 080677-EI and 090130-EI, In re: Petition for increase 
in rates by Florida Power & Light Company and In re: 2009 depreciation and dismantlement study by Florida Power 
& Light Company; Order No. PSC-10-0398-S-EI, issued June 18, 2010, in Docket Nos. 090079-EI, 090144-EI, 
090145-EI, and 100136-EI, In re: Petition for increase in rates by Progress Energy Florida, Inc., In re: Petition for 
limited proceeding to include Bartow repowering project in base rates, by Progress Energy Florida, Inc., In re: 
Petition for expedited approval of the deferral of pension expenses, authorization to charge storm hardening 
expenses to the storm damage reserve, and variance from or waiver of Rule 25-6.0143(1)(c), (d), and (f), F.A.C., by 
Progress Energy Florida, Inc., and In re: Petition for approval of an accounting order to record a depreciation 
expense credit, by Progress Energy Florida, Inc.; Order No. PSC-05-0945-S-EI, issued September 28, 2005, in 
Docket No. 050078-EI, In re: Petition for rate increase by Progress Energy Florida, Inc.       
2 Order No. PSC-13-0023-S-EI, at p. 7.   
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Therefore, a consummating order has not been issued in that docket and the COVID-19 PAA 
Order has not become final.   

 
Given the above, we hereby vacate the COVID-19 PAA Order and, with our vacation of 

said Order, OPC’s protest is now moot. PGS’s withdrawal of its petition, as provided for in the 
Agreement, resolves all outstanding issues in Docket No. 20200178-GU. Therefore, upon PGS 
filing notice of such withdrawal, Commission staff is authorized to close Docket No. 20200178-
GU administratively. 

 
 Based on the foregoing, it is 
 

ORDERED by the Florida Public Service Commission that the Joint Motion for Approval 
of Settlement Agreement, submitted by Peoples Gas System, the Office of Public Counsel, and 
the Florida Industrial Power Users Group, is hereby approved, as is the Settlement Agreement 
attached hereto as Attachment A. It is further 

 
 ORDERED that the stipulations, findings, and rulings herein are hereby approved. It is 
further 
 

ORDERED that Docket Nos. 20200051-GU and 20200166-GU shall be closed. It is 
further 

 
ORDERED that Docket No. 20200178-GU shall remain open pending PGS’s withdrawal 

of its petition in that docket, as provided for in the Agreement. Upon such withdrawal, 
Commission staff is authorized to close Docket No. 20200178-GU administratively. 
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BYL 

By ORDER of the Florida Public Service Commission this 10th day of December, 2020. 

Commissi 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399 
(850) 413-6770 
www.floridapsc.com 

Copies furnished: A copy of this document is 
provided to the parties of record at the time of 
issuance and, if applicable, interested persons. 

NOTICE OF FURTHER PROCEEDINGS OR JUDICIAL REVIEW 

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes, to notify parties of any administrative hearing or judicial review of Commission orders 

that is available under Sections 120.57 or 120.68, Florida Statutes, as well as the procedures and 

time limits that apply. This notice should not be construed to mean all requests for an 

administrative hearing or judicial review will be granted or result in the relief sought. 

Any party adversely affected by the Commission's final action in this matter may request: 

1) reconsideration of the decision by filing a motion for reconsideration with the Office of 

Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida 32399-0850, within 

fifteen (15) days of the issuance of this order in the form prescribed by Rule 25-22.060, Florida 

Administrative Code; or 2) judicial review by the Florida Supreme Court in the case of an 

electric, gas or telephone utility or the First District Court of Appeal in the case of a water and/or 

wastewater utility by filing a notice of appeal with the Office of Commission Clerk, and filing a 

copy of the notice of appeal and the filing fee with the appropriate court. This filing must be 

completed within thirty (30) days after the issuance of this order, pursuant to Rule 9.110, Florida 
Rules of Appellate Procedure. The notice of appeal must be in the form specified in Rule 

9.900(a), Florida Rules of Appellate Procedure. 
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Document Number 6 
 

Asset Dollars Correlation to Tariff 
 

BRIGHTMARK 
 
Feedstock Reception, 
Preprocessing, Storage and 
Feed Eq 

$4,296,116 Other related appurtenances 
including any redundancy 
 

Anaerobic Digestion 
Equipment & Controls 
 

$12,026,155 Digesters / quality monitoring 
equipment 
 

Digestate Dewatering and 
Drying Equipment 
 

$3,836,816 Driers and other related 
appurtenances including any 
redundancy 
 

Electrical & Controls 
(SCADA) 

$3,225,793 Quality monitoring equipment 
 

Biogas Conditioning, 
Upgrade and Flare Control 
 

$10,402,434 Blowers / Chillers / Condensate 
Removal equipment / Heat 
exchangers / driers / gas 
constituent removal equipment 
/ other related appurtenances 
including any redundancy 
 

Biogas Pipeline 
 

$1,881,277 Piping 

RNG Pipeline 
 

$7,476,912 Piping 

Total $43,145,503  
 

NEW RIVER 
 

Steel pipeline extension $3,376,000 Piping & other appurtenances 
 

Interconnect Facilities $4,436,333 
 

Metering, quality monitoring 
equipment, condensate 
removal equipment, controls, 
and other appurtenances 

Total $7,812,333  
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366.91 Renewable energy.— 

(1) The Legislature finds that it is in the public interest to promote the development of renewable 

energy resources in this state. Renewable energy resources have the potential to help diversify fuel 

types to meet Florida’s growing dependency on natural gas for electric production, minimize the 

volatility of fuel costs, encourage investment within the state, improve environmental conditions, and 

make Florida a leader in new and innovative technologies. 

(2) As used in this section, the term: 

(a) “Biomass” means a power source that is comprised of, but not limited to, combustible residues 

or gases from forest products manufacturing, waste, byproducts, or products from agricultural and 

orchard crops, waste or coproducts from livestock and poultry operations, waste or byproducts from 

food processing, urban wood waste, municipal solid waste, municipal liquid waste treatment 

operations, and landfill gas. 

(b) “Customer-owned renewable generation” means an electric generating system located on a 

customer’s premises that is primarily intended to offset part or all of the customer’s electricity 

requirements with renewable energy. 

(c) “Net metering” means a metering and billing methodology whereby customer-owned renewable 

generation is allowed to offset the customer’s electricity consumption on site. 

(d) “Renewable energy” means electrical energy produced from a method that uses one or more of 

the following fuels or energy sources: hydrogen produced from sources other than fossil fuels, biomass, 

solar energy, geothermal energy, wind energy, ocean energy, and hydroelectric power. The term 

includes the alternative energy resource, waste heat, from sulfuric acid manufacturing operations and 

electrical energy produced using pipeline-quality synthetic gas produced from waste petroleum coke 

with carbon capture and sequestration. 

(3) On or before January 1, 2006, each public utility must continuously offer a purchase contract to 

producers of renewable energy. The commission shall establish requirements relating to the purchase 

of capacity and energy by public utilities from renewable energy producers and may adopt rules to 

administer this section. The contract shall contain payment provisions for energy and capacity which 

are based upon the utility’s full avoided costs, as defined in s. 366.051; however, capacity payments 

are not required if, due to the operational characteristics of the renewable energy generator or the 

anticipated peak and off-peak availability and capacity factor of the utility’s avoided unit, the 

producer is unlikely to provide any capacity value to the utility or the electric grid during the contract 

term. Each contract must provide a contract term of at least 10 years. Prudent and reasonable costs 

associated with a renewable energy contract shall be recovered from the ratepayers of the contracting 

utility, without differentiation among customer classes, through the appropriate cost-recovery clause 

mechanism administered by the commission. 
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(4) On or before January 1, 2006, each municipal electric utility and rural electric cooperative 

whose annual sales, as of July 1, 1993, to retail customers were greater than 2,000 gigawatt hours 

must continuously offer a purchase contract to producers of renewable energy containing payment 

provisions for energy and capacity which are based upon the utility’s or cooperative’s full avoided 

costs, as determined by the governing body of the municipal utility or cooperative; however, capacity 

payments are not required if, due to the operational characteristics of the renewable energy generator 

or the anticipated peak and off-peak availability and capacity factor of the utility’s avoided unit, the 

producer is unlikely to provide any capacity value to the utility or the electric grid during the contract 

term. Each contract must provide a contract term of at least 10 years. 

(5) On or before January 1, 2009, each public utility shall develop a standardized interconnection 

agreement and net metering program for customer-owned renewable generation. The commission shall 

establish requirements relating to the expedited interconnection and net metering of customer-owned 

renewable generation by public utilities and may adopt rules to administer this section. 

(6) On or before July 1, 2009, each municipal electric utility and each rural electric cooperative 

that sells electricity at retail shall develop a standardized interconnection agreement and net metering 

program for customer-owned renewable generation. Each governing authority shall establish 

requirements relating to the expedited interconnection and net metering of customer-owned 

generation. By April 1 of each year, each municipal electric utility and rural electric cooperative utility 

serving retail customers shall file a report with the commission detailing customer participation in the 

interconnection and net metering program, including, but not limited to, the number and total 

capacity of interconnected generating systems and the total energy net metered in the previous year. 

(7) Under the provisions of subsections (5) and (6), when a utility purchases power generated from 

biogas produced by the anaerobic digestion of agricultural waste, including food waste or other 

agricultural byproducts, net metering shall be available at a single metering point or as a part of 

conjunctive billing of multiple points for a customer at a single location, so long as the provision of 

such service and its associated charges, terms, and other conditions are not reasonably projected to 

result in higher cost electric service to the utility’s general body of ratepayers or adversely affect the 

adequacy or reliability of electric service to all customers, as determined by the commission for public 

utilities, or as determined by the governing authority of the municipal electric utility or rural electric 

cooperative that serves at retail. 

(8) A contracting producer of renewable energy must pay the actual costs of its interconnection 

with the transmission grid or distribution system. 

History.—s. 1, ch. 2005-259; s. 41, ch. 2008-227; s. 16, ch. 2010-139. 
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366.92 Florida renewable energy policy.— 

(1) It is the intent of the Legislature to promote the development of renewable energy; protect the 

economic viability of Florida’s existing renewable energy facilities; diversify the types of fuel used to 

generate electricity in Florida; lessen Florida’s dependence on natural gas and fuel oil for the 

production of electricity; minimize the volatility of fuel costs; encourage investment within the state; 

improve environmental conditions; and, at the same time, minimize the costs of power supply to 

electric utilities and their customers. 

(2) As used in this section, the term: 

(a) “Florida renewable energy resources” means renewable energy, as defined in s. 377.803, that 

is produced in Florida. 

(b) “Provider” means a “utility” as defined in s. 366.8255(1)(a). 

(c) “Renewable energy” means renewable energy as defined in s. 366.91(2)(d). 

(d) “Renewable energy credit” or “REC” means a product that represents the unbundled, 

separable, renewable attribute of renewable energy produced in Florida and is equivalent to 1 

megawatt-hour of electricity generated by a source of renewable energy located in Florida. 

(e) “Renewable portfolio standard” or “RPS” means the minimum percentage of total annual retail 

electricity sales by a provider to consumers in Florida that shall be supplied by renewable energy 

produced in Florida. 

(3) The commission shall adopt rules for a renewable portfolio standard requiring each provider to 

supply renewable energy to its customers directly, by procuring, or through renewable energy credits. 

In developing the RPS rule, the commission shall consult the Department of Environmental Protection 

and the Department of Agriculture and Consumer Services. The rule shall not be implemented until 

ratified by the Legislature. The commission shall present a draft rule for legislative consideration by 

February 1, 2009. 

(a) In developing the rule, the commission shall evaluate the current and forecasted levelized cost 

in cents per kilowatt hour through 2020 and current and forecasted installed capacity in kilowatts for 

each renewable energy generation method through 2020. 

(b) The commission’s rule: 

1. Shall include methods of managing the cost of compliance with the renewable portfolio 

standard, whether through direct supply or procurement of renewable power or through the purchase 

of renewable energy credits. The commission shall have rulemaking authority for providing annual cost 

recovery and incentive-based adjustments to authorized rates of return on common equity to providers 

to incentivize renewable energy. Notwithstanding s. 366.91(3) and (4), upon the ratification of the 

rules developed pursuant to this subsection, the commission may approve projects and power sales 

agreements with renewable power producers and the sale of renewable energy credits needed to 

comply with the renewable portfolio standard. In the event of any conflict, this subparagraph shall 
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supersede s. 366.91(3) and (4). However, nothing in this section shall alter the obligation of each 

public utility to continuously offer a purchase contract to producers of renewable energy. 

2. Shall provide for appropriate compliance measures and the conditions under which 

noncompliance shall be excused due to a determination by the commission that the supply of 

renewable energy or renewable energy credits was not adequate to satisfy the demand for such energy 

or that the cost of securing renewable energy or renewable energy credits was cost prohibitive. 

3. May provide added weight to energy provided by wind and solar photovoltaic over other forms of 

renewable energy, whether directly supplied or procured or indirectly obtained through the purchase 

of renewable energy credits. 

4. Shall determine an appropriate period of time for which renewable energy credits may be used 

for purposes of compliance with the renewable portfolio standard. 

5. Shall provide for monitoring of compliance with and enforcement of the requirements of this 

section. 

6. Shall ensure that energy credited toward compliance with the requirements of this section is not 

credited toward any other purpose. 

7. Shall include procedures to track and account for renewable energy credits, including ownership 

of renewable energy credits that are derived from a customer-owned renewable energy facility as a 

result of any action by a customer of an electric power supplier that is independent of a program 

sponsored by the electric power supplier. 

8. Shall provide for the conditions and options for the repeal or alteration of the rule in the event 

that new provisions of federal law supplant or conflict with the rule. 

(c) Beginning on April 1 of the year following final adoption of the commission’s renewable 

portfolio standard rule, each provider shall submit a report to the commission describing the steps that 

have been taken in the previous year and the steps that will be taken in the future to add renewable 

energy to the provider’s energy supply portfolio. The report shall state whether the provider was in 

compliance with the renewable portfolio standard during the previous year and how it will comply with 

the renewable portfolio standard in the upcoming year. 

(4) In order to demonstrate the feasibility and viability of clean energy systems, the commission 

shall provide for full cost recovery under the environmental cost-recovery clause of all reasonable and 

prudent costs incurred by a provider for renewable energy projects that are zero greenhouse gas 

emitting at the point of generation, up to a total of 110 megawatts statewide, and for which the 

provider has secured necessary land, zoning permits, and transmission rights within the state. Such 

costs shall be deemed reasonable and prudent for purposes of cost recovery so long as the provider has 

used reasonable and customary industry practices in the design, procurement, and construction of the 

project in a cost-effective manner appropriate to the location of the facility. The provider shall report 

to the commission as part of the cost-recovery proceedings the construction costs, in-service costs, 
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operating and maintenance costs, hourly energy production of the renewable energy project, and any 

other information deemed relevant by the commission. Any provider constructing a clean energy 

facility pursuant to this section shall file for cost recovery no later than July 1, 2009. 

(5) Each municipal electric utility and rural electric cooperative shall develop standards for the 

promotion, encouragement, and expansion of the use of renewable energy resources and energy 

conservation and efficiency measures. On or before April 1, 2009, and annually thereafter, each 

municipal electric utility and electric cooperative shall submit to the commission a report that 

identifies such standards. 

(6) Nothing in this section shall be construed to impede or impair terms and conditions of existing 

contracts. 

(7) The commission may adopt rules to administer and implement the provisions of this section. 

History.—s. 18, ch. 2006-230; s. 42, ch. 2008-227; s. 504, ch. 2011-142. 
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In the Matter of the Petition by CenterPoint 
Energy (CPE) to Introduce a Renewable 
Natural Gas Interconnection Tariff 

ISSUE DATE: January 26, 2021 
 
DOCKET NO. G-008/M-20-434 
 
ORDER APPROVING RENEWABLE 
NATURAL GAS INTERCONNECTION 
FRAMEWORK AND TARIFF WITH 
MODIFICATIONS 

 
 

PROCEDURAL HISTORY 
 
On April 23, 2020, CenterPoint Energy Resources Corp. d/b/a CenterPoint Energy Minnesota 
Gas (CenterPoint or CPE) filed a petition to approve new standards whereby producers of 
renewable natural gas (RNG) would interconnect with its system, permitting the gas to be 
distributed to consumers (RNG Interconnection Petition). 
 
By November 17, 2020, the Commission had variously received comments, reply comments, and 
supplemental comments from – 
 

 American Biogas; 
 

 Amp Americas; 
 

 Agricultural Utilization Research Institute (AURI); 
 

 The Bioeconomy Coalition of Minnesota; 
 

 BioEnergy DevCo; 
 

 Bluesource; 
 

 The Center for Energy and the Environment (CEE); 
 

 The Coalition for Renewable Natural Gas; 
 

 CenterPoint; 
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 DMT Clear Gas Solutions; 
 

 Energy Vision; 
 

 Fresh Energy, the Minnesota Center for Environmental Advocacy, and the Sierra Club 
(collectively, Fresh Energy); 

 
 ID8 RNG Development; 

 
 Laborers International Union of North America – Laborers District Council of Minnesota 

and North Dakota (LIUNA);  
 

 The Minnesota Department of Commerce (Department); 
 

 Mississippi Watershed Management; 
 

 Organic Waste Systems, Inc.; 
 

 The Partnership on Waste and Energy (PWE);  
 

 Quantalux LLC; 
 

 REV LNG, LLC; 
 

 Sacyr Environment USA, LLC; 
 

 Waste Management; and 
 

 Yorth, Inc. 
 
On November 19, 2020, the Commission met to consider this matter. 
 
 

FINDINGS AND CONCLUSIONS 

I. Summary 

The Commission will approve CenterPoint’s petition with modifications. Among other things, 
the Commission will do the following: 
 

 The Commission will decline to adopt specific gas quality standards, leaving the utility 
with the obligation to regulate quality consistent with its obligation to provide safe and 
reliable service. But the Commission will direct CenterPoint to publish its gas quality 
standards on its website, to update those standards according to the best available science 
after consulting with relevant stakeholders, and to inform the Commission as the 
standards evolve.  
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 The Commission will refine the proposed tariff language to focus exclusively on biogenic 
RNG, and require CenterPoint to charge an exit fee to providers that suspend RNG 
production and withdraw from the service before paying their share of fixed costs 
incurred on their behalf.  

 
 The Commission will direct CenterPoint to propose a framework for evaluating and 

verifying the carbon intensity of various RNG sources, to measure whether permitting a 
given producer to interconnect with CenterPoint’s system has the effect of reducing the 
emission of greenhouse gasses, to establish a threshold of carbon intensity, and to bar 
interconnection from RNG producers that exceed that threshold. 

II. Background 

A. Greenhouse Gasses 

The term “greenhouse gasses” refers to gasses in the atmosphere that absorb and retain the sun’s 
heat much like a greenhouse does. Since the start of the Industrial Revolution, humans have 
emitted increasing quantities of greenhouse gasses such as carbon dioxide (CO2 or carbon), 
thereby increasing the amount of heat-trapping gases in the atmosphere. This dynamic arguably 
imposes environmental costs by changing the climate. Acknowledging this problem, the 
Commission has sought to estimate the cost of carbon emissions,1 and the Legislature declared a 
goal of reducing greenhouse gas emissions throughout the state.2 
 
Natural gas (consisting mainly of methane) is a greenhouse gas. The Intergovernmental Panel on 
Climate Change states that methane is 84 times as potent a greenhouse gas as CO2.3 

B. Renewable Natural Gas 

Landfills, livestock operations, and wastewater treatment plants amass organic material such as 
food waste, manure, or wastewater sludge. When this organic material decomposes—whether by 
natural bacteria, or in an anaerobic digester—the result is biogas, a mixture of methane, carbon 
dioxide, moisture, and other impurities. RNG, or biomethane, refers to biogas that has been 
refined to the point that it can function as a substitute for conventional natural gas. When this 
biogas is collected and refined in an “upgrade facility” to remove the impurities, the resulting 
RNG can be transported through natural gas pipelines.  
 
 

 
1 In the Matter of the Further Investigation into Environmental and Socioeconomic Costs Under 
Minnesota Statutes Section 216B.2422, Subdivision 3, Docket No. E-999/CI-14-643, Order Updating 
Environmental Cost Values (January 3, 2018). 
2 Minn. Stat. § 216H.02, subd. 1. 
3 See comments of the Coalition for Renewable Natural Gas (June 25, 2020) at 1–2, citing 
“Intergovernmental Panel on Climate Change Fifth Assessment Report estimate of the Global Warming 
Potential of methane over a 20-year time horizon,” Myhre et al. 2013: Anthropogenic and Natural 
Radiative Forcing, in Climate Change 2013: The Physical Science Basis. Contribution of Working Group 
I to the Fifth Assessment Report of the Intergovernmental Panel on Climate Change. 
https://www.ipcc.ch/site/assets/uploads/2018/02/WG1AR5_Chapter08_FINAL.pdf. See also comments 
of Fresh Energy (June 25, 2020) at 4. 
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The collection and use of RNG may reduce the amount of greenhouse gasses emitted into the 
atmosphere, depending on the carbon intensity of the production feedstock and the production 
process. Carbon intensity refers to the total measure of greenhouse gas emissions involved in 
producing, distributing, and consuming a fuel; it is measured in terms of greenhouse gases 
emitted (calculated in comparison to CO2 emission or its equivalent) per unit of energy 
produced. For example, RNG produced from landfill gas is 44 percent less carbon-intensive than 
conventional natural gas, and RNG produced from wastewater sludge is 77 percent less carbon-
intensive than conventional natural gas.4 Production of RNG from food and livestock waste is 
considered net carbon negative because it avoids methane emissions that occur when the waste  
decomposes under anaerobic conditions.  
 
Notably, RNG has been used to satisfy California’s and Oregon’s low-carbon fuels standard 
(LCFS), and the federal Renewable Fuel Standard (RFS). The LCFS sets limits on carbon 
emissions from vehicle fuels sold in the state, while the RFS requires a certain volume of 
renewable fuels to replace conventional vehicle fuels sold in the U.S. People seeking to 
demonstrate compliance with these systems acquire credits showing that a low-carbon or 
renewable fuel was used in lieu of fossil fuels. These systems also verify that each unit of RNG 
was produced with the environmental attributes claimed, and ensure that each credit is retired 
after it is claimed. The life-cycle greenhouse gas emissions of each source of RNG are taken into 
account for purposes of compliance and affect the monetary value of the resulting credit.5  
 
However, RNG may also be used for any purpose for which conventional natural gas is used. 
RNG projects that do not meet the strict LCFS or RFS standards may still seek to interconnect 
with distribution systems. 

 C. Prior Dockets Addressing Renewable Natural Gas 

On August 23, 2018, CenterPoint proposed a pilot “green tariff” offering to sell RNG from out-
of-state sources to Minnesota customers.6 After considering comments, the Commission 
declined to approve the program as proposed but encouraged CenterPoint to work with interested 
stakeholders to develop a revised program.7 
 
On May 20, 2020, the Commission issued a notice asking its public energy utilities to identify 
potential utility investments that might help the state’s economy recover from the consequences 

 
4 See Rebecca Gasper and Tim Searchinger, The Production and Use of Renewable Natural Gas as a 
Climate Strategy in the United States, at 18, World Resources Institute (April 2018), 
https://www.wri.org/publication/renewable-natural-gas, cited in In the Matter of a Petition by 
CenterPoint Energy to Introduce a Renewable Natural Gas Pilot Program, Docket No. G-008/M-18-547 
(RNG Pilot Program Docket), Order Denying Petition Without Prejudice (August 29, 2019) (RNG Pilot 
Program Order) at 2–3.  
5 Gasper and Searchinger, supra n. 4, at 9–10 (“RNG from dairy manure and food and green waste have 
the lowest carbon intensity values of any low-carbon fuel under the [LCFS] and therefore can generate the 
highest credit values.”) 
6 RNG Pilot Program Docket. 
7 Id., RNG Pilot Program Order. 
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of the COVID-19 pandemic, among other criteria.8 CenterPoint identified its proposed RNG 
Interconnection Petition as creating the opportunity for such investments.9 

III. CenterPoint’s Proposal 

A. Overview 

CenterPoint’s proposed interconnection service would allow producers of RNG to interconnect 
to CenterPoint’s distribution system and transport their RNG to buyers. These buyers may be 
existing CenterPoint customers, but CenterPoint anticipates that much of the RNG would be sold 
to buyers who would use it as vehicle fuel to generate credits in the national RNG credit market. 
 
CenterPoint’s petition sets forth the terms and conditions of the tariffed service, the process by 
which an RNG producer would connect to CenterPoint’s system, the gas quality standards the 
RNG producer would have to meet, and the proposed rates to be charged for the interconnection 
service. CenterPoint stated that it did not anticipated offering this service sooner than the spring 
of 2021. 
 
According to CenterPoint, the proposed interconnection service would not affect service to its 
existing retail customers. First, its tariff provides for controlling the quality of the gas injected 
into its system, ensuring that customers will see no change in the quality of the gas they receive. 
Second, the tariffs are designed to fully recover the cost of the interconnection program, ensuring 
that existing customers will not have to subsidize this program.  
 
CenterPoint stated that it would not own, design, or operate RNG facilities or market RNG under 
this tariff. However, CenterPoint notes that it expects to propose an amended “green tariff” to 
market RNG once it has identified a sufficient source of supply.  
 
CenterPoint’s petition contains seven exhibits: Exhibit A—Interconnection Feasibility Study 
Agreement; Exhibit B—RNG Interconnection Agreement; Exhibit C—RNG Quality Standards; 
Exhibit D—RNG Interconnection Tariff; Exhibit E—Cost Basis for the RNG Rates; Exhibit F—
CIAC Example; and Exhibit G—Other Tariff Changes. 

B. Interconnection Feasibility Study Agreement (Exhibit A) 

Under CenterPoint’s proposal, anyone applying to interconnect with CenterPoint’s system would 
have to reveal basic information such as the applicant’s location and an estimate of the quantity 
of RNG to be produced at the site. CenterPoint would then conduct an initial engineering review 
to determine whether interconnection would be feasible at that site. For example, this 
information would enable CenterPoint to determine whether it has sufficient capacity on that part 
of its system to receive the amount of gas to be produced.  
 

 
8 See In the Matter of an Inquiry into Utility Investment that May Assist in Minnesota’s Economic 

,  (COVID Docket), Notice of 
Reporting Required by Utilities (May 20, 2020). 
 
9 COVID Docket, CenterPoint compliance filing (June 17, 2020); CenterPoint compliance filing 
(September 15, 2020). 
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If a proposed project passes this initial review, the applicant would then order a full 
Interconnection Feasibility Study for $7,500 to confirm the project’s feasibility and generate an 
Interconnection Feasibility Study Agreement. The agreement would estimate the timeline for 
interconnection and the cost—including the amount of the applicant’s contribution in aid of 
construction (CIAC).  
 
The Interconnection Feasibility Study may find a project infeasible due to physical limitations, or 
because the project’s costs are out of proportion to its expected benefits. If a project is 
economically infeasible, CenterPoint would proceed only if the applicant paid a non-refundable 
contribution in aid of construction for the portion of the capital expenditure and annual operating 
costs not justified by expected revenues. 

C. RNG Interconnection Agreement (Exhibit B) 

The Interconnection Agreement describes an applicant’s obligations and requirements to receive 
service under the interconnection tariff, including ongoing operational requirements, the 
obligation to deliver certain volumes, and the obligation to comply with CenterPoint’s gas 
quality standards.  

D. RNG Quality Standards (Exhibit C) 

As part of its interconnection proposal, CenterPoint would require an applicant to demonstrate 
that the gas it proposed to insert into CenterPoint’s system would be a viable substitute for 
conventional natural gas. This includes removing impurities that might harm the pipeline or 
customer appliances, and ensuring that the gas has the same energy content as conventional gas 
so that it can serve as a substitute for that gas. Accordingly, CenterPoint proposes not only 
substantive standards the RNG must meet, but the process by which the applicant must 
demonstrate compliance.  

E. RNG Interconnection Tariff (Exhibit D) and Supporting Financial Analysis 
(Exhibits E and F) 

Applicants that successfully interconnect with CenterPoint’s system would then pay CenterPoint 
to transport the applicant’s gas to the applicant’s customers. The RNG Interconnection Service 
Tariff sets forth the relevant terms and conditions. Specifically, RNG interconnection customers 
would commit to providing gas for at least one year, paying the following rates: 
 
   Monthly Basic Charge:  $7,500 
   Per Therm Rate:  $0.1500  
 
Exhibits E and F set forth CenterPoint’s calculations justifying its various charges, noting that 
the charges are designed to fully recover the program’s costs. Generally, the tariff’s terms track 
the terms that CenterPoint establishes for its existing transportation customers, but with 
additional requirements to ensure the gas standards are being met and that CenterPoint can 
accept the quantities of RNG being produced. CenterPoint clarifies, however, that it may need to 
revise these terms as it gains experience with providing this service. 
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F. Other Tariff Changes (Exhibit G) 

In support of its proposed RNG Interconnect Service, CenterPoint proposes minor conforming 
changes to other tariff provisions. For example, CenterPoint proposes to modify the table of 
contents in its Gas Rate Book to list the new service, and supplement and revise the list of 
technical terms and abbreviations. 

IV. General Positions of Commenters 

Most commenters support CenterPoint’s petition—albeit some with reservations. Fresh Energy 
was the sole commenter to ask the Commission to refrain from approving the petition.  
 
The Department recommends approval subject to several modifications. 
 
Several RNG developers, producers, and potential customers raise issues with CenterPoint’s 
proposed rates for interconnection and argue for relaxing the gas quality standards.  
 
Fresh Energy urges the Commission to analyze CenterPoint’s petition not merely as a proposal 
for interconnection, but as part of the utility’s larger entrance into the RNG market, including 
CenterPoint’s plans to begin buying RNG and selling it to its own retail customers. When viewed 
from that perspective, Fresh Energy argues that CenterPoint’s proposal is underdeveloped. 
Although biogas and RNG are often described as clean and low-carbon natural gas alternatives, 
Fresh Energy warns that these fuels pose risks to human health, the climate, and the environment 
at large. Fresh Energy recommends that the Commission require a life-cycle carbon accounting 
of biogas production in the Interconnection Feasibility Study, and require CenterPoint to exclude 
highly carbon-intensive RNG projects.  
 
Although CEE generally supports CenterPoint’s interconnection tariff, it also raises concerns 
about RNG as an alternative energy source. CEE argued that CenterPoint has not yet developed 
an adequate method to quantify and verify the greenhouse gas emissions of RNG from various 
sources. A more accurate accounting of the benefits of greenhouse gas emissions of RNG would 
allow Minnesota’s regulators, stakeholders, and customers to make more informed choices about 
this resource. Accordingly, CEE proposes a variety of conditions on the approval of 
CenterPoint’s petition, discussed below. 

V. Analysis and Commission Action 

A. Approval of CenterPoint’s RNG Interconnection Petition 

No commenter to this proceeding recommends that the Commission reject CenterPoint’s petition 
and forbid the utility from pursuing interconnection with RNG developers and producers. All 
commenters recommend that the Commission approve CenterPoint’s petition in some form—
except for Fresh Energy, which recommends that the Commission await further developments 
before acting.  
 
Having reviewed CenterPoint’s petition and the comments, the Commission is persuaded that 
CenterPoint’s proposal is generally reasonable and consistent with the public interest. The record 
demonstrates that CenterPoint’s proposal responds to a growing demand to transport third-party 
gas from buyer to seller, and the proposal is designed to provide reasonable protections to 
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CenterPoint’s system and existing ratepayers. While CEE and Fresh Energy raise concerns about 
the consequences of RNG for health, the environment, and the climate, the Commission will 
adopt conditions addressing those concerns. 
 
Accordingly, the Commission will approve CenterPoint’s petition with modifications, discussed 
below. In particular, the Commission will approve the Interconnection Feasibility Study 
Agreement (RNG Interconnection Petition, Exhibit A), the RNG Interconnection Agreement 
(RNG Interconnection Petition, Exhibit B), the RNG Interconnection Tariff (RNG 
Interconnection Petition, Exhibit D), and the miscellaneous changes to integrate CenterPoint’s 
proposal with the rest of its tariff (RNG Interconnection Petition, Exhibit G). To implement this 
decision, the Commission will direct CenterPoint to file revised tariff language, and 
Interconnection Feasibility Study and RNG Interconnection Agreements consistent with the 
decisions in this order. Finally, the Commission will delegate authority to its Executive Secretary 
to approve CenterPoint’s tariff and agreements, and to vary timelines as appropriate. 

B. Interconnection Rates 

1. Comparison to Transportation Alternatives 
 
As part of their general support for CenterPoint’s proposal, various commenters stated that the 
emergence of the RNG industry relies on finding an economic means to transport gas from 
producer to consumer. This is not a small problem because, as the Bioeconomy Coalition of 
Minnesota emphasizes, buyers and sellers are often miles apart. Thus, commenters such as Amp 
Americas II, LLC, Bioenergy DevCo, and Energy Vision praise CenterPoint’s proposal and rates 
as providing a much cheaper transportation option than the alternatives—alternatives such as 
connecting to an interstate pipeline network, or hiring a third party to build pipelines from each 
producer to each customer.  
 

2. Conservation Cost Recovery Charge 
 
The Department noted that CenterPoint’s full cost for providing an applicant’s interconnection 
service would not be known until CenterPoint completes the engineering review as part of 
finalizing its Interconnection Feasibility Agreement. But the Department argues that one 
component of this rate is already knowable: the transportation charge. CenterPoint has already 
established the cost of providing transportation service on its distribution system, and assesses 
this charge to its interruptible transportation customers in addition to a Conservation Cost 
Recovery Charge (CCRC).10 The Department recommends assessing this charge to RNG 
interconnection customers, minus the CCRC, plus the RNG producer per therm receipt rate; this 
would increase the charge from $0.15000 per therm as proposed by CenterPoint to $0.15748 per 
therm. Having reviewed the matter, CenterPoint agrees to this recommendation. 
 
Fresh Energy initially objected to removing the CCRC from the interconnection rate. But after 
several commenters raised arguments opposing application of the CCRC, Fresh Energy withdrew 
this objection. 

 
10 Under Minn. Stat. § 216B.2401, the Legislature established goals for utilities to reduce energy 
consumption via Conservation Improvement Projects; utilities may recover the cost of these projects from 
consumers by assessing a Conservation Cost Recovery Charge. 
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Finding the Department’s proposed modification reasonable, the Commission will approve it.  
 
  3. Distinguishing Between Large and Small RNG Projects 
 
PWE and the RNG Coalition argue that the assumptions underlying CenterPoint’s proposed tariff 
prices are unreasonable—especially as applied to many larger RNG projects. In particular, the 
RNG Coalition argues that the formula establishing the average cost to transport a therm of gas 
(a) largely reflects an unsupported assumption that CenterPoint will need to build three miles of 
new pipe for each project, and (b) includes certain costs while excluding corresponding savings.  
 
These mismatches between actual and anticipated costs may have modest consequences for 
projects that expect to produce smaller amounts of RNG, or that expect to recover the higher 
revenues triggered by the RFS and LCFS. But for potentially large-volume projects that may not 
qualify for RFS or LCFS programs, PWE and the RNG Coalition argue that the mismatch may 
kill the project—needlessly eliminating an opportunity to provide energy, environmental, and 
economic benefits.  
 
In remedy, PWE and the RNG Coalition propose that CenterPoint apply its proposed 
interconnection rates to smaller producers of RNG, but permit larger producers to negotiate rates 
that reflect the unique costs of individual projects. This might entail calculating new rates based 
on the actual amount of new pipe CenterPoint must install to serve the new interconnection 
customer—or permitting the customer to install its own pipe connecting to CenterPoint’s system. 
 
The Commission acknowledges that a utility must make assumptions when creating a tariffed 
rate for a new service, and inevitably these assumptions will not reflect every customer’s 
circumstances. When the differences are small, the Commission may disregard them in the 
interest of promoting uniform rates. But when customers are not similarly situated, the drive to 
promote uniform rates may needlessly deter projects—eliminating an opportunity for 
environmental and economic gain, without providing offsetting benefits. For this reason, the 
Commission sometimes authorizes utilities to negotiate Individual Case-Based pricing with 
customers that have atypical opportunities and needs.  
 
The Commission concurs with PWE and the RNG Coalition that this docket may present an 
appropriate opportunity for Individual-Case-Based pricing. Accordingly the Commission will 
direct CenterPoint, within 90 days of its RNG Interconnection Tariff taking effect, to file a report 
exploring the possibility of segmenting the market between small and large customers, and the 
practicability of Individual-Case-Based pricing for large customers. The report must include the 
costs and revenues of each interconnecting customer to date. 

C. Regulation of Gas Quality to Ensure Safe and Reliable Service 

CenterPoint argues that it must regulate the quality of the gas that developers and producers 
provide through interconnection in order to fulfill its duty to maintain safe and reliable service, 
and to avoid causing needless harm to the plant and appliances of the utility and its retail 
customers. To this end, CenterPoint asks the Commission to approve its proposed service quality 
standards set forth in its petition at Exhibit C, largely based on California’s LCFS. While the 
standards set forth many technical specifications, CenterPoint cautions the Commission and all 
parties against placing undue reliance on these details: CenterPoint expects these standards to 
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change as the industry—and CenterPoint specifically—gains more experience. CenterPoint 
proposes to retain discretion to relax certain standards on a case-by-case basis to address the 
unique circumstances of each RNG project.  
 
While no commenter disputes CenterPoint’s legitimate interest in regulating gas quality, many 
disagree about the strictness of some of CenterPoint’s standards. Many commenters representing 
the interests of potential developers and providers argue that CenterPoint’s proposed standards 
are needlessly restrictive. On the other hand, Fresh Energy objects to CenterPoint’s proposal to 
retain discretion to flex its gas quality standards, arguing that a failure to enforce rigorous quality 
standards could pose a risk to public health, public safety, and the environment.  
 
In addition to these concerns, the Department recommends that the Commission bar CenterPoint 
from receiving RNG derived from hazardous waste landfills. CenterPoint accepted this 
recommendation, as well as some of the requests to relax its proposed gas quality standards.   
 
Having reviewed CenterPoint’s petition and the comments, the Commission concurs that 
CenterPoint is justified in controlling the quality of gas accepted into its system and provided to 
its customers. But the Commission has had no experience evaluating gas quality standards, and it 
is unclear whether there has been sufficient record development—as might arise from technical 
working groups, for example—to support adoption of the technical standards proposed by 
CenterPoint.  
 
This fact need not impede approval of the other aspects of CenterPoint’s RNG interconnection 
proposal, however. In preparing its gas quality standards, CenterPoint acknowledges its duty to 
maintain safe and reliable service, and its disposition to proceeded cautiously in evaluating 
sources of RNG. Under these circumstances, the Commission finds it prudent to leave 
CenterPoint with both the responsibility and discretion to manage its gas quality standards, 
consistent with its duty to maintain safe, reliable service. Therefore, in lieu of adopting the 
substantive technical standards of Exhibit C, the Commission will direct CenterPoint to 
implement the following procedures: 

 
 Maintain on CenterPoint’s website the most up-to-date biogas quality standards and 

testing requirements for those injecting gas into the distribution system under 
CenterPoint’s RNG interconnection program. 
 

 Convene discussions with stakeholders about its gas quality standards, and provide an 
annual report on the state of those discussions.  

 
 Following consultations with stakeholders—including the Department and the Minnesota 

Office of Pipeline Safety—periodically update its gas quality standards according to the 
best available science. 
 

 Notify the Commission when CenterPoint changes its gas quality standards. 
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D. Regulation of Gas Quality to Address Environmental Concerns 

1. Introduction 
 

Both Fresh Energy and CEE recommend that the Commission establish substantial conditions 
related to the potential environmental consequences of individual RNG projects.   
 
  2. Fresh Energy 
 
Fresh Energy recommends that the Commission refrain from approving CenterPoint’s RNG 
Interconnection Petition precisely because CenterPoint has not yet fully addressed issues 
pertaining to the purchase and sale of RNG. More broadly, Fresh Energy urges the Commission 
to consider all the tools available for addressing the state’s energy needs while reducing 
greenhouse gas emissions—tools including hydrogen and electrification as well as biogas and 
RNG—before adopting specific policies. 
 
According to Fresh Energy, RNG projects differ widely in their consequences for human health, 
the local environment, and the global climate—and policies that fail to distinguish between 
beneficial and pernicious projects may do more harm than good. While CenterPoint claims that 
RNG will reduce greenhouse gas emissions, Fresh Energy notes that CenterPoint has not 
proposed any accounting framework to evaluate and verify the carbon intensity of RNG or 
validate its effectiveness in reducing carbon emissions from natural gas systems.  
 
Fresh Energy argues that the need to address this aspect of RNG is unavoidable, and the best 
opportunity to address it is before private parties develop plans and investments that may conflict 
with inevitable environmental regulations. And while some commenters argue that establishing 
standards could impede the growth of the RNG industry, Fresh Energy argues the opposite: By 
establishing clear standards, the Commission will give developers greater assurance to proceed 
with RNG projects that meet the standards.  
 
But if the Commission ultimately elects to approve CenterPoint’s petition, Fresh Energy would 
recommend that the Commission direct CenterPoint to do the following: 
 

 Require CenterPoint to develop a method for accounting for the net emissions of 
greenhouse gasses (typically measured in terms of an equivalent amount of CO2 
emissions) for all proposed biogas production projects and facility improvements. 

 
 File a proposal for evaluating whether an interconnecting developer or producer is 

“climate intensive.” 
 

 Refuse to interconnect with climate intensive RNG projects. 
 

3. CEE 
 
CEE both agrees and disagrees with Fresh Energy. Unlike Fresh Energy, CEE supports 
CenterPoint’s program—yet CEE’s support is contingent upon CenterPoint more fully 
addressing many of the same issues identified by Fresh Energy.  
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CEE regards CenterPoint’s petition as a first step in building a local RNG market, allowing end 
use customers to secure fuels with less harmful consequences for the environment while also 
providing economic and waste management benefits. But CEE emphasizes the importance of 
establishing a method for quantifying and verifying the greenhouse gas emissions benefits of 
RNG from various sources. A more accurate accounting of the greenhouse gas benefits of 
renewable natural gas would allow Minnesota’s regulators, stakeholders, and customers to make 
more informed choices about investments in this resource. Like Fresh Energy, CEE argues that 
the climate benefits of RNG projects vary depending on the characteristics of a project, such as 
feedstock, baseline methane emissions, and leakage rates.  
 
Accordingly, CEE asks the Commission to adopt four provisions.  
 
First, CEE asks the Commission to refine CenterPoint’s tariff to clarify that it applies to biogenic 
renewable natural gas—that is, pipeline-compatible gaseous fuel that has been derived from the 
anaerobic biological decomposition of organic materials and has lower lifecycle carbon dioxide 
equivalent emissions than geological natural gas. In other words, CEE proposes that 
CenterPoint’s RNG interconnection program exclude developers and producers of other types of 
natural gas, such as synthetic natural gas. And it would exclude projects that would generate more 
greenhouse gas emissions relative to a comparable project relying on conventional natural gas.  
 
Second, CEE asks the Commission to require CenterPoint to promptly collect and report data on 
each RNG developer and producer interconnecting with its system, including the following:  
 

 the feedstock or feedstocks of the producer, 
 the total amount of RNG volumes expected to be provided by 

the producer, 
 the mix of end-uses of the digestate, 
 if known, the state(s) in which the entity or entities purchasing 

the RNG from the producer are located and the end-use for which 
the RNG is being purchased, 

 methane leakage control and mitigation measures employed by 
the producer at the production and upgrade facility, 

 an estimate of methane leakage for the producer along with a 
description of the methodology used to develop that estimate, 
and 

 a lifecycle analysis of the greenhouse gas emissions, including 
emissions associated with the upgrade facility, of RNG volumes 
provided by the producer, along with a description of the 
methodology used to develop the lifecycle analysis. 

 

Third, CEE asks that CenterPoint make an annual compliance filing, beginning February 1, 2022, 
providing updated information for all the matters listed above, along with the following:  

 
 the total number of interconnected RNG producers supplying RNG to 

CenterPoint’s system in the previous calendar year, 
 the amount of RNG volume taken onto CenterPoint’s system each year in total 

and from each of those producers, 
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 the mix of feedstock used by RNG producers connected to CenterPoint’s 
system and volumes provided to the system broken out by primary feedstock 
for the previous calendar year, 

 the mix of end-uses of the digestate for each producer interconnected to 
CenterPoint’s system, 

 the estimated methane emissions associated with the total amount of RNG 
received on CenterPoint’s system in the previous calendar year and by primary 
feedstock, and a description of the methodology for estimating methane 
emissions, and 

 estimated lifecycle greenhouse gas emissions, including emissions associated 
with upgrade facilities, of the RNG received on CenterPoint’s system in the 
previous calendar year in total and by primary feedstock compared to 
lifecycle emissions of geological natural gas on CenterPoint’s system, along 
with a description of the methodology for determining those lifecycle 
greenhouse gas emissions. 

 
Finally, CEE recommends that the Commission and the Department use this information to 
evaluate future utility proposals for additional investments in RNG in Minnesota, and future 
program and tariff proposals for RNG in Minnesota. 
 
  4. Department 
 
The Department emphasizes that CenterPoint’s current proposal merely pertains to 
interconnecting a potential new source of natural gas, and therefore focuses on ensuring that the 
proposal would maintain safe and adequate service—not whether the gas achieves purported 
benefits for the environment. The Department acknowledges the importance of these issues, but 
defers consideration of these issues to a future docket when CenterPoint will presumably have a 
new, concrete proposal to sell RNG to retail customers.  
 

5. CenterPoint 
 
CenterPoint expresses concern about efforts to establish carbon intensity standards as part of an 
interconnection tariff.  
  
According to CenterPoint, RNG produced in the United States is generally already assessed for 
its carbon intensity in compliance with federal RFS or state LCFS. To require RNG developers 
and producers to demonstrate carbon benefits as a condition of interconnection would merely 
duplicate requirements that are already imposed by RNG buyers. 
   
Further, RNG projects may have benefits beyond reducing greenhouse gas emissions. Moreover, 
an RNG project may change feedstocks or end uses after it is built, reducing the relevance of the 
initial estimate of carbon intensity.   
 
According to CenterPoint, no other states, utilities, or pipelines require RNG developers or 
producers to demonstrate carbon benefits prior to interconnection, so establishing such a 
requirement in Minnesota might discourage RNG development here. 
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Finally, CenterPoint opposes the practice of imposing environmental tests on customers as a 
condition of service. CenterPoint has not adopted this practice for its other customers. 
CenterPoint suggests that other state entities—such as the Minnesota Pollution Control 
Agency—might more appropriately address this topic. 
  
But if the Commission concludes that CenterPoint should investigate carbon intensity as part of 
this program, CenterPoint favors CEE’s proposals over Fresh Energy’s. 

 
6. Other Parties 

 
Finally, LIUNA and various commenters representing RNG developers and producers agree with 
the Department that the current docket should focus on CenterPoint’s proposal for safely 
conveying gas while avoiding cross-subsidies; the merits of RNG as a strategy for reducing 
greenhouse gasses exceeds the scope of this docket. These commenters caution that efforts to 
anticipate and regulate every conceivable challenge that may arise from RNG could cripple the 
development of this nascent technology and marketplace. 
 
  7. Commission Action 
 
In this docket CenterPoint has proposed interconnection standards for RNG developers and 
producers, and has merely acknowledged the expectation of seeking to buy its own supply of 
RNG to sell to its retail customers. Nevertheless, commenters are in broad agreement about 
RNG’s potential for reducing net greenhouse gas emissions. Indeed, the most valuable use for 
RNG identified in the record has been as substitute vehicle fuel that offsets some of the demand 
for fossil fuels. Moreover, it is undisputed that RNG projects vary substantially in their net 
carbon intensity. Given these circumstances, the Commission sees no advantage in delaying the 
effort to evaluate RNG projects based on their carbon intensity.  
 
The Commission appreciates the efforts of CEE and Fresh Energy in delineating the scope of the 
task before us—and will adopt many of their recommendations.  
 
CEE’s recommendations clarify that interconnecting developers and producers must provide 
biogenic RNG that has lower lifecycle carbon dioxide equivalent emissions than conventional 
natural gas. CEE’s recommendation also facilitates Commission oversight by identifying the 
kinds of information that CenterPoint must provide when it accepts a new interconnection, and 
further facilitates oversight by providing for annual reporting on the state of CenterPoint’s new 
program. And finally, CEE’s language clarifies that the Commission and the Department plan to 
make use of this reported information not merely for purposes of the current docket, but in 
establishing policies regarding the emerging RNG industry in Minnesota. Accordingly, the 
Commission will adopt CEE’s recommendations.  
 
More generally, both CEE and Fresh Energy emphasize the importance of establishing an 
accounting framework to evaluate and verify the carbon intensity of different RNG sources, and 
to evaluate and validate an RNG project’s effectiveness in reducing carbon emissions. And, 
while CenterPoint correctly notes that RNG projects can have advantages beyond reducing net 
greenhouse gas emissions, the Commission is persuaded that projects that exceed some threshold 
of carbon intensity should not qualify for interconnection. The Commission finds that it will 
need to address these initial benchmark standards before it can proceed to evaluate any utility 
proposal to market RNG to retail customers. Accordingly, the Commission will direct 
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CenterPoint to consult with CEE, Fresh Energy, and other interested commenters on establishing 
the relevant accounting framework and carbon intensity threshold, and to file its proposal within 
90 days—or, in any event, before CenterPoint files its next RNG retail tariff. Given the scope of 
this effort, the Commission will direct CenterPoint to make this filing in a new docket.  

E. Avoiding Subsidies to RNG Interconnections 

1. Initial Fees 

CenterPoint states that it designed the rates for its RNG interconnection program to ensure that 
the program would generate sufficient revenues to cover its own costs—and under some 
circumstances, this would entail requiring an applicant to pay its contribution in aid of 
construction before CenterPoint would proceed with interconnection.  
 
The Department argues that all RNG interconnection customers should pay their entire 
contribution in aid of construction before CenterPoint proceeds with construction. Otherwise, 
CenterPoint—and potentially ratepayers—might bear the cost of plant built for an 
interconnection customer that later becomes stranded. Alternatively, the Department supports 
imposing an exit fee on any RNG producer or developer that discontinues providing RNG under 
the terms of its interconnection agreement before they pay for the costs of installation, operation 
and maintenance of the interconnection facilities.  
 
CenterPoint does not oppose the Department’s goal of shielding retail ratepayers from the cost of 
investments in abandoned interconnection facilities. To that end, CenterPoint recommends tariff 
language establishing an exit fee, substantially similar to this:  
 

If Customer suspends RNG production, Customer will pay an exit 
fee equal to the total cost of installing the RNG facilities, including 
main to connect to CenterPoint Energy’s distribution system, and 
any costs for removal of facilities—less the initially paid 
contribution in aid of construction; depreciation of facilities that has 
occurred between project inception and suspension of RNG 
production; and cost for infrastructure that is utilized by other 
customers. 

 
CenterPoint argues that potential RNG producers and developers might be needlessly deterred if 
they faced the financial hurdle of bearing the full cost of contributions in aid of construction 
before any benefits begin to flow. The Department acknowledged this problem. 
 
In the interest of shielding CenterPoint’s ratepayers from potentially bearing costs related to 
abandoned investments for RNG interconnections, the Commission will direct CenterPoint to 
adopt exit-fee tariff language substantially similar to the language set forth above. With this 
addition to CenterPoint’s tariff, the Commission finds it unnecessary to also require initial 
funding of all contributions in aid of construction.  
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2. Rebates/Incentives 

To further shield retail ratepayers from subsidizing CenterPoint’s RNG interconnection program, 
the Department asks the Commission to bar CenterPoint from seeking to recover the cost of any 
RNG interconnection rebates or other incentives via retail rates.  
 
CenterPoint had no objection to this recommendation. Finding it reasonable, the Commission 
will approve it.  

F. Affiliated Transactions 

Minn. Stat. § 216B.48 and Minn. R.7825.1900–7825.2300 generally state that when a contract or 
transaction between a regulated energy utility and its affiliate exceeds $50,000 or five percent of 
the utility’s capital, the contract or transaction requires Commission approval to become 
effective. 
 
CenterPoint has at least two affiliated subsidiaries—CenterPoint Energy Intrastate Pipelines and 
Energy Systems Group—that might plausibly operate in conjunction with RNG developers or 
producers. CenterPoint stated that it would inform the Commission if it contracts with any 
affiliated entity regarding the interconnection of RNG.  
 
The Department argues that Minnesota’s affiliated interest laws require more than mere notice;  
they require an application for Commission approval. The Department therefore asked the 
Commission to direct CenterPoint to seek prior approval of any affiliated interest transactions 
involving RNG interconnections, to explain the relevance of Commission rules to such projects, 
and to explain how any such projects comply with the affiliated interest laws.  
 
CenterPoint ultimately acknowledged its duty to seek Commission approval of affiliated interest 
transactions exceeding $50,000, but argued that the statute does not require prior Commission 
approval—merely a timely request for approval.  
 
The Commission concurs with the Department that CenterPoint must go beyond informing the 
Commission when the utility’s affiliated interest becomes implicated in a project interconnecting 
with CenterPoint’s system; CenterPoint must seek Commission approval. However, the 
Commission will not require CenterPoint to obtain the Commission’s approval before proceeding; 
CenterPoint may assume the risk of proceeding with contracts or transactions that the 
Commission may ultimately reject. Accordingly, the Commission will direct CenterPoint, when 
its affiliates are or become involved in any RNG interconnection project, to do the following: 
 

 Inform the Commission and Department. 
  

 Explain whether any proposed interconnection project implicates Minn. Stat. § 216B.48 
and Minn. R. 7825.1900–7825.2300; the relevance of the affiliated interest laws to all 
applicable projects; and how any transactions with its affiliates would comply. 
 

 Seek Commission approval for those transactions that are governed by the affiliated 
interest laws. 
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G. Use of RNG at CenterPoint Fueling Station 

CenterPoint has a compressed natural gas fueling station in Burnsville, Minnesota, and uses 
natural gas as a fuel for its own fleet of vehicles. The Department raised questions about 
CenterPoint’s plans regarding the use of RNG at its fueling station.  
 
Ultimately CenterPoint agreed to seek Commission approval before engaging in any RNG 
transactions for its fueling station. Finding this resolution reasonable, the Commission will 
approve it. 

H. Extension of Service 

After CenterPoint implements an RNG interconnection tariff, CenterPoint will have the 
opportunity to build out its distribution plant both to serve new retail customers and to connect to 
new RNG providers. While the new distribution facilities may be identical, the ratemaking 
consequences of the investment may differ depending on CenterPoint’s rationale for building it. 
 
To ensure appropriate oversight of this matter, the Department asks the Commission to require 
CenterPoint to track and identify all the customers it adds and their associated costs and 
revenues. Specifically, the Department recommends that CenterPoint track this data using the 
accounts, sub-accounts, and account equivalents in accordance with the Uniform System of 
Accounts promulgated by the Federal Energy Regulatory Commission (FERC), and 
CenterPoint’s charted accounts and sub-accounts from its internal accounting system. In 
addition, the Department recommends that CenterPoint, in its next general rate case, discuss and 
analyze how it categorizes its new capital investments.  
 
CenterPoint had no objection to this recommendation. Finding it reasonable, the Commission 
will approve it.  

I. General Oversight 

In the interest of providing appropriate oversight, the Department asks the Commission to 
require CenterPoint to track for each RNG interconnection project –  
 

 the actual costs of each interconnection project for each RNG producer and developer 
that CenterPoint interconnects with, and  

 
 the total RNG received from each RNG producer and developer, in dekatherms (Dths). 

 
CenterPoint had no objection to this recommendation. Finding it reasonable, the Commission 
will approve it.  

J. Economic Development 

As previously noted, CenterPoint identified its RNG interconnection proposal as an investment 
opportunity that might help the state emerge from the economic slump associated with the 
COVID-19 pandemic. Specifically, CenterPoint identified this docket as one that might – 
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 Provide significant utility system benefits; 
 [Be] consistent with approved resource plans, approved natural gas distribution 

infrastructure or pipeline safety plans, triennial conservation plans, and existing 
Commission orders;   

 Reduce carbon or other pollutant emissions in the power sector or across economic 
sectors; 

 Increase access to conservation and clean energy resources for Minnesotans; 
 Create jobs or otherwise assist in economic recovery for Minnesotans; and 
 Use woman, veteran, or minority owned businesses as much as possible….11   

 
The view that RNG may provide opportunities for economic development is bolstered by many 
commenters, especially AURI and LIUNA.  
 
The Commission will direct CenterPoint to report on the extent to which its RNG 
interconnection program has met the criteria specified in the COVID Docket. In addition, 
CenterPoint must report on the level of utility and private investments in the program, and its 
impact on job creation or other economic development. This information must be included in 
CenterPoint’s first annual report on its RNG interconnection program.  
 
The Commission will so order. 
 
 

ORDER 

1. The Commission approves with modifications the petition of CenterPoint Energy 
Resources Corp. d/b/a CenterPoint Energy Minnesota Gas providing for the 
interconnection of providers of Renewable Natural Gas, including approval of the 
following: 

A. The proposed Interconnection Feasibility Study Agreement (RNG 
Interconnection Petition, Exhibit A). 

 
B. The proposed renewable natural gas interconnection agreement (RNG 

Interconnection Petition, Exhibit B). 
 

C. The RNG Interconnection Tariff (RNG Interconnection Petition, Exhibit D), 
modified to do the following: 

 
1) Specify that the tariff applies to biogenic renewable natural gas, defined as 

“pipeline-compatible gaseous fuel that has been derived from the 
anaerobic biological decomposition of organic materials and has lower 
lifecycle carbon dioxide equivalent emissions than geological natural gas.”  

 
2) Charge RNG customers the same non-gas margin as interruptible 

transportation customers, less the conservation cost recovery charge, i.e., 
$0.15748 per therm. 

 
11 COVID Docket, Notice of Reporting Required by Utilities (May 20, 2020). 
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3) Establish an exit fee substantially as follows: 

 
If Customer suspends RNG production, Customer will pay an exit fee 
equal to the total cost of installing the RNG facilities, including main to 
connect to CenterPoint’s distribution system, and any costs for removal 
of facilities—less the initially paid contribution in aid of construction; 
depreciation of facilities that has occurred between project inception 
and suspension of RNG production; and cost for infrastructure that is 
utilized by other customers. 

 
D. Miscellaneous changes to integrate CenterPoint’s proposal with the rest of its 

tariffs (RNG Interconnection Petition, Exhibit G). 
 
2. Within 30 days, CenterPoint shall file a revised (“clean”) tariff, Interconnection 

Feasibility Study Agreement, and RNG Interconnection Agreement consistent with the 
decisions in this order. The Commission delegates authority to its Executive Secretary to 
approve CenterPoint’s tariff and agreements, and to vary timelines. 

 
3. Within 90 days of the tariff taking effect, CenterPoint shall file a report exploring the 

possibility of segmenting the market between small and large customers, and the 
practicability of Individual-Case-Based pricing for large customers. The report shall 
include the costs and revenues of each interconnecting customer.   

 
4. In lieu of approving CenterPoint’s proposed RNG Quality Standards (RNG 

Interconnection Petition, Exhibit C), the Commission directs CenterPoint to do the 
following:  

 
A. Ensure that any biogas interconnection or service is consistent with its obligations 

to provide safe and reliable service. 
 
B. Maintain on CenterPoint’s website the most up-to-date biogas quality standards 

and testing requirements for those injecting biogas into the distribution system 
under CenterPoint’s RNG interconnection program. 

 
C. Periodically update its gas quality standards according to the best available 

science, after consulting with stakeholders, the Minnesota Department of 
Commerce, and the Minnesota Office of Pipeline Safety. 

 
D. Notify the Commission when it changes its service quality standards. 
 
E. Starting with its annual report in 2022, report on its discussions with stakeholders 

on its gas quality standards. 
 
5. CenterPoint shall separately track the costs it incurs for each RNG producer or developer 

that interconnects with CenterPoint, and the total RNG received from each RNG 
producer or developer (in dekatherms). 
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6. CenterPoint shall track and identify all the customers CenterPoint adds to lines built to 
accommodate interconnecting RNG developers and producers, along with the associated 
costs and revenues. In filing its next general rate case, CenterPoint shall analyze and 
discuss these matters.  

 
7. CenterPoint shall not seek to recover from ratepayers the cost of rebates or incentives 

used by CenterPoint in its interconnection process. 
 
8. If any CenterPoint affiliates are or become involved in any RNG interconnection project, 

CenterPoint shall do the following: 
 

A. Inform the Commission and Department. 
 
B. Explain whether any proposed interconnection project implicates Minn. Stat. § 

216B.48 and Minn. R. 7825.1900–7825.2300; the relevance of the affiliated 
interest laws to all applicable projects; and how any transactions with its affiliates 
would comply. 

 
C. Seek Commission approval of transactions governed by the affiliated interest laws. 

 
9. CenterPoint shall seek Commission approval before engaging in any RNG transactions 

for its fueling station. 
 
10. Each time CenterPoint accepts another producer’s renewable natural gas into its system, 

CenterPoint shall make a compliance filing within 30 days with the following information:  
 

A. The producer’s feedstock or feedstocks. 
 
B. The total amount of RNG expected to be provided by the producer. 
 
C. The mix of end-uses of the digestate. 
 
D. If known, the state(s) in which the entity or entities purchasing the RNG from the 

producer are located and the end-use for which the RNG is being purchased. 
 
E. Methane leakage control and mitigation measures employed by the producer at 

the production and upgrade facility. 
 
F. Estimated amount of methane leakage for the producer and a description of the 

methodology used to develop that estimate. 
 
G. Analysis of the lifecycle greenhouse gas emissions, including emissions 

associated with the upgrade facility, of RNG volumes provided by the producer—
and a description of the methodology used to develop the lifecycle analysis. 

 
11. By each February 1, beginning in 2022, CenterPoint shall file the following information: 
 

A. The total number of interconnected RNG producers supplying RNG to the 
CenterPoint system in the previous calendar year. 
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B. The amount of RNG volumes taken onto the CenterPoint system each year in total 

and from each of those producers. 
 
C. The mix of feedstock used by RNG producers connected to CenterPoint’s system 

and volumes provided to the system broken out by primary feedstock for the 
previous calendar year. 
 

D. The mix of end-uses of the digestate for each producer interconnected to 
CenterPoint’s system. 

 
E. The estimated methane emissions associated with the total amount of RNG 

received on Center’s system in the previous calendar year and by primary 
feedstock, and a description of the methodology for estimating methane emissions. 

 
F. Estimated lifecycle greenhouse gas emissions, including emissions associated 

with the upgrade facilities, of the RNG received on CenterPoint’s system in the 
previous calendar year in total and by primary feedstock compared to lifecycle 
emissions of geological natural gas on CenterPoint’s system, along with a 
description of the methodology for determining those lifecycle greenhouse gas 
emissions. 

 
G. Updated information for each interconnected RNG producer using the same data 

points as included in the per-producer compliance filing described in Ordering 
Paragraph 10. 

 
12. Within 90 days and before filing any revised tariff for marketing RNG to its retail 

customers, CenterPoint shall file in a new docket a proposal based on consultation Center 
for Energy and the Environment, Fresh Energy, Minnesota Center for Environmental 
Advocacy, the Sierra Club, and other interested stakeholders for – 

 
A. an accounting framework to evaluate and verify the carbon intensity of different 

RNG sources and validate its effectiveness in reducing carbon emissions; and  
 
B. a threshold of carbon intensity that should be required for RNG interconnection 

producers.  
 
13. As part of its first annual RNG interconnection report on February 1, 2022, CenterPoint 

shall make a compliance filing describing how its RNG program is consistent with the 

492, In the Matter of an Inquiry into Utility Investment that May Assist in Minnesota’s 
, as well as information on the level of 

utility and private investments in the program, and its impact on job creation or other 
economic development. 

 
  

PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
EXHIBIT NO. LAB-1
WITNESS: BUZARD
DOCUMENT NO. 9

FILED:  07/20/2023
PAGE 21 OF 46

102



22

14. The data and information provided through the RNG interconnection compliance filings 
may be used by the Commission and the Minnesota Department of Commerce to evaluate 
future utility proposals for additional investments in RNG in Minnesota, and future 
program and tariff proposals for RNG in Minnesota. 

15. This order shall become effective immediately. 

BY ORDER OF THE COMMISSION 

Will Seuffert 
Executive Secretary 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This document can be made available in alternative formats (e.g., large print or audio) by calling 
651.296.0406 (voice). Persons with hearing or speech impairment may call using their preferred 
Telecommunications Relay Service or email consumer.puc@state.mn.us for assistance. 
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COMMONWEAL TH OF VIRGINIA 

STATE CORPORATION COMMISSION 

AT RICHMOND, JANUARY 23, 2023 

; r ..... ;~ ~- ~-~·:~ c.r: :c~ 
.. ·r-t :· - ·•1'.".1 c-::.'.7:~ ._ . . . .. .., ...... -· 

APPLICATION OF 

ROANOKE GAS COMPANY CASE NO. PUR-2022-00125 

For approval of a certificate of public convenience 
and necessity to construct, own, and operate a digester 
gas conditioning system and for a rate adjustment clause 
designated Rider RNG and related tariff provisions 
pursuant to Chapters 10. I and 30 of Title 56 of the 
Code of Virginia 

FINAL ORDER 

On August 3, 2022, Roanoke Gas Company ("Roanoke Gas" or "Company") filed with · 

the State Corporation Commission ("Commission") an application ("Application"), pursuant to 

Chapters l 0.1 and 30 of Title 56 of the Code of Virginia ("Code"), for approval of a biogas 

supply investment plan. 1 The Company seeks to buy anaerobic digester gas ("Digester Gas") 

from the Western Virginia Water Authority ("WVWA"), which will be processed through a 

digester gas conditioning system, gas carrying pipe, and other necessary equipment ("RNG 

Facility"), constructed, owned, operated, and maintained by the Company, to produce renewable 

natural gas ("RNG").2 Specifically, the Company seeks approval of: (1) a certificate of public 

convenience and necessity to construct, own, operate, and maintain the RNG Facility pursuant to 

the Utility Facilities Act, Code § 56-265. l et seq.; (2) a rate adjustment clause designated Rider 

RNG, for the recovery of projected costs associated with the RNG Facility as permitted under 

1 Application at I. 

2 Id. 
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Chapter 30 of Title 56 of the Code,3 and (3) tariff provisions pursuant to Code §§ 56-248. l and 

56-234 related to the RNG Facility, the Company's procurement of "supplemental and substitute 

forms of gas" under the Code, and the interconnection of renewable gas facilities owned and 

operated by third parties with the Company's distribution system.4 Pursuant to Code § 56-625 C, 

the Conunission "shall approve or deny, within 180 days, a natural gas utility's initial application 

for a biogas supply investment plan." 

On August 29, 2022, the Commission issued an Order for Notice and Hearing 

("Procedural Order") that, among other things: directed Roanoke Gas to provide public notice of 

its Application; scheduled public witness and evidentiary hearings for the purpose of receiving 

testimony from public witnesses and evidence on the Application; provided interested persons an 

opportunity to file written comments on the Application or participate as respondents in this 

proceeding; directed the Commission Staff ("Staff") to investigate the Application and file 

testimony with the results of the investigation; and assigned this case to a Hearing Examiner to 

conduct all further proceedings in this matter and to file a report. 

Appalachian Voices filed a notice of participation on September 23, 2022, and testimony 

on October 21, 2022. 5 Staff filed testimony on October 31, 2022. 6 Roanoke Gas filed rebuttal 

3 Code§ 56-625. 

4 Application at 1-2. 

' See, e.g., Ex. I (Clarens Direct). 

6 See. e.g., Ex. 20/20C (Otwell Direct); Ex. 21 (Newton Direct); Ex. 22 (Connolly Direct); Ex. 23/23C (Kuleshova 
Direct). 

2 
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testimony on November 14, 20227• The Commission also received four public comments 

regarding the Application, all in support. 

In the Procedural Order, the Commission noted that Staff had requested the Department 

of Environmental Quality ("DEQ") to coordinate an environmental review of the proposed RNG 

Facility. The DEQ filed the results of its coordinated review ("DEQ Report") on 

November 7, 2022. 8 The DEQ Report summarized the proposed RNG Facility's potential 

environmental impacts, made recommendations for minimizing those impacts, and outlined the 

Company's responsibilities for compliance with certain legal requirements governing 

environmentaJ protection.9 

On November 18, 2022, Commission Hearing Examiner D. Mathias Roussy, Jr., 

convened a hearing to receive the testimony of Appalachian Voices' witness. On 

November 21, 2022, the telephone testimony of one public witness was received. On 

November 22, 2022, the remaining evidence of the parties and Staff was received into the record. 

Roanoke Gas, Appalachian Voices, and Staff participated in the hearings. 

The Hearing Examiner issued his Report ("Report") in this matter on December 19, 2022. 

On January 4, 2023, comments on the Report were filed by Roanoke Gas, Appalachian Voices, 

and Staff. 

7 See, e.g. , Ex. 24 (Schneider Rebuttal); Ex. 25/25C (Banka Rebuttal); Ex. 26 (Cox Rebuttal); Ex. 28 (Luna 
Rebuttal); Ex. 30 (Oliver Rebuttal). 

8 See Ex. 19 (DEQ Report). 

9 See e.g., id. at 3-6. 

3 
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NOW THE COMMISSION, upon consideration of this matter, is of the opinion and finds 

as follows. 10 

Hearing Examiner's Report 

After analyzing the law and weighing the evidence - and providing a thorough and 

detailed analysis thereof - the Hearing Examiner made the following recommendations: 11 

Accordingly, I RECOMMEND the Commission enter an order that: 

(1) GRANTS a certificate of public convenience and necessity for the RNG 
Facility, subject to the conditions that the Company: (a) adhere to the 
recommendations of the DEQ Report; (b) obtain all necessary environmental and 
applicable local government permits and approvals; and (c) adhere to Staff's 
safety recommendations, to the extent they apply to the RNG Facility; 

(2) APPROVES Rider RNG, with an initial, nine-month revenue requirement 
credit of$127,398, subject to the condition that the Company take all reasonable 
steps to lower the costs to construct and operate the RNG Facility, which includes 
maximizing RIN12 proceeds and seeking any applicable tax credits that are 
currently available or become available in the future; 

(3) DIRECTS the Company to file annual updates to Rider RNG that i.nclude 
a true-up mechanism; 

(4) DIRECTS the Company to present Rider RNG charges or credits as a 
separate line item on customer bills; 

(5) APPROVES the Company's proposed tariff provisions, with approval for 
Rate Schedule RNG Receipt conditioned on the Company's adherence to all of 
Staffs safety recommendations to the extent they apply to facilities other than the 
Company's proposed RNG Facility with Staff recommendation (11) modified as 
recommended herein; and 

(6) DISMISSES this case from the Commission's docket of active cases. 

10 The Commission has fully considered the evidence and arguments in the record. See also Board o/S11pervisors of 
Loudoun County v. State Corp. Comm'n, 292 Ya. 444,454 n. 10 (2016) ("We note that even in the absence of this 
representation by the Commission, pursuant to our governing standard of review, the Commission's decision comes 
to us with a presumption that it considered all of the evidence of record.") (citation omitted). 

11 Report at 86 (emphases in original). 

11 Renewable Identification Number. 

4 
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.------------------------------------------- ----··· 

Upon consideration of this matter, the Commission concludes that the Hearing 

Examiner's rulings, findings, and recommendations are supported by law and the evidence, have 

a rational basis, and are adopted herein.13 In so concluding, the Commission approves the 

Application, including the requested certificate of public convenience and necessity; Rider RNG; 

and proposed tariff revisions, subject to the conditions and requirements recommended by the 

Hearing Examiner and further set forth herein. In addition, the Commission provides further 

discussion below on its findings for purposes of this proceeding. 

2022 Legislation 

The instant proceeding represents the first filing under the legislation ("2022 

Legislation") enacted by the 2022 General Assembly and codified at Code§ 56-625. 14 As 

acknowledged by the Hearing Examiner, there is overlap and duplication in the statutory 

standards applicable to this case. 15 At a high level, Code § 56-625 contains: (1) certain 

requirements or elements of a "biogas supply investment plan"; (2) standards for determining 

whether the RNG Facility is an "[e]ligible biogas supply infrastructure projectO" includable in 

such a "plan;" and (3) standards requiring that the Commission "shall approve" such a "plan."16 

Emissions Reductions 

A significant issue in this case was the extent to which Roanoke Gas's RNG Facility, and 

by extension its biogas supply investment plan, will result in a decrease of methane or carbon 

dioxide equivalent emissions and, in particular, whether emissions reductions from WVW A's 

13 See Report. 

14 2022 Va. Acts ch. 728, 759. 

15 Report at 61. 

16 /d. 

5 
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digester rehabilitation project may be considered. In this regard, the Commission agrees with the 

analysis and conclusions set forth by the Hearing Examiner: 

I read the statute to allow any reasonably anticipated reduction in 
relevant emissions from the RNG Facility to be combined with 
("in combination with") any such reduction from the digester 
rehabilitation (an "other project[]") by the WVW A. The RNG 
Facility was developed with the WVWA (a "third party"), which 
will, among other things, provide the necessary digester gas and 
property. These are complementary, interconnected projects that 
were designed concurrently and are being overseen by the same 
engineering firms. Company witness Luna, for example, was hired 
by RK&K to help engineer and design the WVW A's project and 
Roanoke Gas's RNG Facility to optimally work together. As 
memorialized by several finalized and pending contracts, WVW A 
and Roanoke Gas have jointly developed strategies for the 
construction and operation of the RNG Facility, which include the 
sale of the environmental attributes of the biogas. These attributes 
cannot be sold without the RNG Facility. Accordingly, this is a type 
of strategic partnership that may be used to achieve the underlying 
policy if, among other things, the RNG Facility - "in combination 
with" the WVW A's project - will reduce emissions. This part of the 
statute can be satisfied either with such combination or by 
considering the RNG Facility alone. 17 

Based on the record developed in this proceeding, the Commission agrees with the 

Hearing Examiner that the record supports a finding that the RNG Facility, in combination with 

the WVW A's digester rehabilitation project, will result in a decrease of methane or carbon 

dioxide equivalent emissions and that such satisfies the statute. 18 

Public Interest 

Appalachian Voices asserts that the Hearing Examiner "should have included the 

Projects' costs to customers in his public interest balancing."19 "Without considering costs to 

17 Id at 67. 

18 Id. at 67-74. 

19 Appalachian Voices Comments at 4. 

6 
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customers in the public interest prong, [] the public interest analysis becomes a mere formality, 

and the result a foregone conclusion.1120 We disagree and find the Hearing Examiner's balancing 

of the various public interest factors to be rigorous. We further clarify, however, that additional 

consideration of the costs to customers of the RNG Facility (beyond any considerations 

encompassed by the Hearing Examiner) would not change our conclusion that the RNG Facility 

and the associated biogas supply investment plan is in the public interest. As stated by the 

Hearing Examiner, "Roanoke Gas's project has the potential to achieve a rare combination of 

increasing local fuel supply, reducing greenhouse gas emissions, and increasing a utility's profit 

while also lowering customer rates."21 

Sharing of RIN Proceeds and Performance Guarantee 

Roanoke Gas proposes for shareholders to receive a portion of the RIN proceeds as an 

incentive to maximize RlN sales.22 Such incentive would be in addition to dollar-for-dollar cost 

recovery and a 100 basis-point return on equity adder under Code§ 56-625. We agree with the 

Hearing Examiner that Rider RNG rates will be just and reasonable if the Company's proposal 

for shareholders to receive a share ofRIN proceeds is removed.23 Further in this regard, the 

Company is directed to take all reasonable steps to lower the costs to construct and operate the 

RNG Facility, which includes maximizing RIN proceeds and seeking any applicable tax credits 

20 Id at 4-5. 

21 Report at 2. Appalachian Voices also urges the Commission to consider the cost to customers per metric ton of 
carbon dioxide as part of its consideration of the public interest. Appalachian Voices Comments at 5. We decline to 
adopt such as a mandatory criterion for consideration of whether approval is in the public interest. 

22 Report at 77. 

23 Id at 85. 

7 
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that are currently available or become available in the future. We will not, however, require a 

performance guarantee associated with the RNG Facility at this time. 

Pipeline Safety 

The injection ofRNG, derived from wastewater, into a local distribution company's 

distribution system is a new practice in Virginia and the record established in this proceeding 

shows "possible deleterious effect to a natural gas distribution system from certain constituents 

potentially found in such RNG."24 The Commission finds the Hearing Examiner's recommended 

modification to recommendation number (11) of Staff witness Connolly is reasonable and 

appropriate at this time.25 As the Commission gains experience with RNG and its impact on the 

local distribution system, this condition may be revisited, revised, or superseded to ensure 

pipeline safety. 

Accordingly, IT fS ORDERED THAT: 

(1) The Commission adopts the Hearing Examiner's findings and recommendations and 

makes findings as set forth herein. 

(2) The Hearing Examiner's recommendations, set forth herein, are hereby ordered. 

(3) Subject to the findings and requirements set forth in this Final Order, the Company is 

granted Generation Certificate No. EG-RNG-ROX-2023-A to construct and operate the RNG 

Facility. 

(4) The Company shall forthwith work with Staff to file electronic maps of the RNG 

Facility for certification. The electronic maps shall include the boundaries of the RNG Facility; 

the utility point of interconnection; county designations; geographic identifiers (road names, 

24 See, e.g .. Staff Comments at 2 (citing Ex. 22 (Connolly Direct)) at 3-10. 

25 Report at 83-84. 

8 
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waterways, etc.); and the Global Positioning System coordinates of the RNG Facility. The 

electronic maps shall be submitted to Michael Cizenski, Deputy Director, Division of Public 

Utility Regulation, by email at mike.cizenski@scc.virginia.gov. 

(5) The Company shall forthwith file revised tariffs and terms and conditions of service 

and supporting workpapers with the Clerk of the Commission and with the Commission's 

Divisions of Public Utility Regulation and Utility Accounting and Finance, as necessary to 

comply with the directives and findings set forth in this Final Order. The Clerk of the 

Commission shall retain such filing for public inspection in person and on the Com.mission's 

website: scc.virginia.gov/pages/Case-Information. 

(6) The Company may implement Rider RNG upon acceptance of its revised tariffs and 

terms and conditions of service by Commission Staff. 

(7) Roanoke Gas shall file an application to update Rider RNG by May 30, 2023, and 

include the annual reports required by Code § 56-625 E and Enactment Clause 3 of the 2022 

Legislation regarding reductions in methane and carbon dioxide equivalent emissions. 

(8) This matter is dismissed. 

Commissioner Patricia L. West participated in this matter. 

A COPY hereof shall be sent electronically by the Clerk of the Commission to all persons 

on the official Service List in this matter. The Service List is available from the Clerk of the 

Commission. 

9 
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ORDER

IN THE MATTER OF THE APPLICATION
OF SOUTHWEST GAS CORPORATION
FOR APPROVAL OF MODIFICATIONS TO
ITS ARIZONA GAS TARIFF TO ALLOW
FOR BIOGAS GATHERING AND
UPGRADING SERVICE RENEWABLE
NATURAL GAS INTERCONNECTION
AND TRANSPORTATION SERVICE

7

8

9

10

l l

12

13

14 Open Meeting
February 6 and7,2018
Phoenix, Arizona

Background

2.

3.

l5

16 BY THE COMMISSION:

17 FINDINGS OF FACT

18 1. Southwest Gas Corporation ("SWGC" or "Company") is certificated to provide natural

19 gas service as a public service corporation in Arizona.

20

21 On September 25, 2017,SWGC Bled an application with the Commission requesting

22 approval of certain modifications to its Arizona Gas Tariff to allow for Biogas Gathering and Upgrading

23 Service and Renewable Natural Gas ("RNG") Interconnection and Transportation Service.

24 IV/Jai Ir Biogas?

25 Biogas is produced from various biomass sources through a biochemical process, such

26 as anaerobic digestion, or through thermochemical means, such as gasification. Typical sources of

27 biogas include water and wastewater treatment facilities, animal manure, and municipal landfills. With

28 minor cleanup, biogas can be used to generate electricity and heat. To fuel vehicles, biogas must be
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1

3

4

5

6

processed to a higher purity standard. After biogas is cleaned of unwanted constituents such as water,

2 hydrogen sulfide, carbon dioxide, and ammonia, the resulting product is known as RNG.

4. RNG is a pipeline-quality gas that is fully interchangeable with conventional natural gas,

and thus, can be used in natural gas vehicles. Like conventional natural gas, RNG can be used as a

transportation fuel in the form of Compressed Natural Gas ("CNG") or liquefied Natural Gas

("LNG"). RNG qualifies as an advanced biofuel under the federal Renewable Fuel Standard ("RFS").

7 Federal RenewableFuel Standard

8 Pro am i w:

5.9

l l EPA implements the program in

6.13

15

The RFS program was created under the Energy Policy Act of 2005 ("EPAct"), which

10 amended the Clean Air Act ("CAA"). The Energy Independence and Security Act of 2007 ("EISA")

further amended the CAA by expanding the RFS program.

12 consultation with U.S. Department of Agriculture and the Department of Energy.

The RFS program is a national policy that requires a certain volume of renewable fuel

14 to replace or reduce the quantity of petroleum-based transportation fuel, heating oil or jet fuel. The

four renewable fuel categories under the RFS are biomass-based diesel, cellulosic bio fuel, advanced

16 biofuel, and total renewable fuel.

7.17

18

8.20

21

23

For a fuel to qualify as a renewable fuel under the RFS program, EPA must determine

that the fuel qualifies under the statutes and regulations. Among other requirements, fuels must achieve

19 a reducion in Greenhouse Gas ("GHG") emissions as compared to a 2005 petroleum baseline.

EPA has approved "renewable compressed natural gas" and "renewable liquefied

natural gas" as a renewable fuel under the RFS program. The EPA classifies renewable compressed

22 natural gas and renewable liquefied natural gas as "cellulosic bio fuel" with a D-Code of 3. Both of these

types of renewable natural gas are assumed to reduce lifecycle GHG emissions by 60 percent over the

24 2005 petroleum baseline.

9.25 Volumesprovided in the statute are listed in the following table:

26

27

28
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l Volume Standards as Set Forth in  EISA

2
Year Cellulosic

Biofuel
Advanced
Biofuel

" Convent ional "
Bio f uel3

Biomass-
Based
Diesel

To t a l
Renewab le
Fu el

11.1
4

0.5

0.65
5

6

7

1.0

*

8 *

*9
*10

*l l
*

12
*

13
*

14
*

15
*

0.6

0.95

1.35

2.0

2.75

3.75

5.5

7.25

9.0

11.0

13.0

15.0

18.0

21.0

12.95

13.95

15.2

16.55

1815

20.5

22.25

24.0

26.0

28.0

30.0

33.0

36.0

10.5

12.0

12.6

13.2

13.8

14.4

15.0

15.0

15.0

15.0

15.0

15.0

15.0

15.0
16

2009 NA

2010 0.11

2011 0.25

2012 0.5

2013 1.0

2014 1.75

2015 3.0

2016 4.25

2017 5.5

2018 7.0

2019 8.5

2020 10.5

2021 13.5

2022 16.0

Stance sets 1-billion-gallon minimum, but EPA may raise requirement

17 1 ore: There is no statutory volume requirement for "conventional" bio fuel. The conventional volumes in the table are
calculated total advanced and are certain biofuels that do not Cali as advanced.

18

10. The CAA provides EPA authority to adjust cellulosic, advanced and total volumes set19

20

2 ]

by Congress as part of the annual rule process.

11. The statute also contains a general waiver authority that allows the Administrator to

22 waive the RFS volumes, in whole or in part, based on a determination that implementation of the

23 program is causing severe economic or environmental harm, or based on inadequate domestic supply.

24 RFS Program Compliance:

12.25

26

Obligated parties under the RFS program are refiners or importers of gasoline or diesel

fuel. Compliance is achieved by blending renewable fuels into transportation fuel, or by obtaining

27

28
'Volume Standards are presented in billions of gallons
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1

2

13.3

5

14.6

7

8

9

15.10

l l

12

13

15

credits (called "Renewable Identification Numbers", or "RINs") to meet an EPA-speciEed Renewable

Volume Obligation (RVO).

EPA calculates and establishes RVOs every year darough Rulemaking, based on the CAA

4 volume requirements and projections of gasoline and diesel production for the coming year. The

standards are converted into a percentage and obligated parties must dernonsaate compliance annually.

RINs are the credits that obligated parties use to demonstrate compliance with the

standard. Obligated parties must obtain sufficient RINs for each category in order to demonstrate

compliance with the annual standard. RINs are similar to Renewable Energy Credits ("RECs") that are

used to measure electric utility compliance to state Renewable Energy Standards.

RINs are generated when a producer makes a gallon of renewable fuel. At the end of

the compliance year, obligated parties use RINs to demonstrate compliance. RINs can be traded

between parties. Obligated parties can buy gallons of renewable fuel with RINs attached, or they can

buy RINs on the market. Obligated parties can carry over unused RINs between compliance years.

14 They may carry a compliance deficit into the next year. This deficit must be made up the following year.

Ca ria if Lou/ Carbon Fuel .Ytandard

16.16

17

18

17.2 0

21

22

23

24

25

T he Low  C arbon  F ue l  S tandard  ( " LC F S " )  i s  adm i n i s t e red  by  t he  C a l i f o rn i a  A i r

Resources Board. Established in 2007 through a Governor's Executive Order, it uses a market-based

cap and trade approach to lowering the GHG emissions from petroleum-based transportation fuels like

19 reformulated gasoline and diesel.

The LCFS requires producers of petroleum-based fuels to reduce the carbon intensity

of their products, beginning with a quarter of a percent in 2011 culminating in a 10 percent total

reduction in 2020. Petroleum importers, refiners and wholesalers can either develop their own low

carbon fuel products, or buy LCFS Credits from other companies that develop and sell low carbon

alternative fuels, such as biofuels, electricity, natural gas or hydrogen. RNG has a carbon intensity lower

than the current target, and therefore generates LCFS credits.

26 SWGC's  Pro p o sed  B i o g as  Tar i f f

18.27 S W G CC has submitted a document entitled  " Schedulee No. G-65, B iogas and Renewable

2 8 Natural  Gas Services"  ("Schedde G-65" ).  This document is subdivided into seven sect ions w ith the
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1 following headings: "Applicability"; Territory"; "Rates"; "Biogas Service"; "Renewable Natural Gas

and2 Service"; "Prohibition of Biogas and Renewable Natural Gas from Hazardous Waste Faci].ities";

"Definitions".3

4 Staff Analysis and Recommendations

5

19.6

7

8

9

10

11

12

Biota: and RNG Market A/labdx

According to the American Biogas Council, Arizona ranks No. 15 in the United States

("U.S.") for biogas potential. Currency, Arizona has 17 operational biogas systems with the potential

for more than 135 new projects based on the estimated amount of available organic material.

Constructing this many projects would generate $198 million in capital investment, and create 1,650

short-term construction jobs, 132 long-term jobs, and numerous industry-supporting jobs. If fully

realized, these biogas systems have the potential to produce enough RNG to fuel 1.75 million vehicles.

They would also collectively reduce GHG emissions by the equivalent of 10.3 trillion tons of carbon

dioxide.13

20.14 Despite die state-wide potential for biogas development, Staff notes that the market for

15 RNG for use as a transportation fuel is being driven primarily by the Federal and California state

16

18

subsidies offered through die RIN and LCFS incentive programs. As with all incentive programs,

17 reduction or elimination of the incentives will typically dramatically alter the cost-effectiveness of the

subsidized technology. In tum, this could reduce the cost-effectiveness of biogas/RNG projects.

19 .$̀  WGC Application Anabuir

21 .20 Staffs review of Schedule G-65 reveals the document to be a broad policy statement of

21

22

23

the general terms and conditions under which SWGC may enter into a service agreement with a biogas

or RNG producer. The document focuses on requirements for access to biogas and RNG producer

facilities, interconnection points, RNG quality testing, and a prohibition on taking biogas or RNG from

hazardous waste facilities.24

22.25 Under the "Rates" heading, SWGC states that:

26

27

28

'The Uri/fy and Appheanté) will negotiate a rnutua@' agreeable rate Jfmrlure
ha.fed on the Utilities ea!! of.fen/ire ('5er1/ice; Fee'Q, which inc/ude.r dqbredation, return on
capita/ invert/nent, taxer, and operational e><}>enxe.f. The .Sen/zee.»°Fee .ha// be i"effon'h in
negotiated agreements dependent 1q>on the ape ofxenNee provided /21 the Unh9 such as: a)
Biogas Gathering Agreement ("Gathering Agfeefne/1l'Q, h)Bioga.rCleaning and Upgrading
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l
2

3

4

Agreement ("Upgrading Agreement'Q, or e) RNG Interconnection and Tranrpodation
Agreement ('RNG Transportation Agreement'9, or are other apphm/r/e agreement
required to equate .fervid under thy; Tar "

'The .$er1/iee.f Fee will be in addition to the ehargexforgax dehuery .terr/iee required
to dehrrergafjrom the interconnection Point(r) to another /ovation on the Ufihgy kfad/itie.f.
The detivegl charger are .vet forth in the Appheant if app/icah/e (gay .fa/es .terr/iee tarzsehedn/e
or the charges .retfrrth in the App/ieantk .veriee agreement. "

5

6 23.

7

8

9

Other than the above references to various types of special agreements between the

Company and the customer, no dollar values or other pricing is proposed in the Schedule G-65. Because

the document does not provide specific pricing information, Staff believes the document does not

contain the usual elements found in a tariff. Rather, the document is more akin to a Plan of

10 Administration.

l l 24.

12

13

14

15

In Staff's conversations with SWGC, the Company has stated that the intent for

submitting Schedule G-65 is to make the Commission aware of the expanding market for biogas and

RNG, and to obtain the Commission's approval to actively identify and develop new business

opportunities in this arena. Staffs research confirms that viable business opportunities may well exist

within SWCG's Arizona service territory.

16 25.

17

18

19

However, Staff is concerned that existing and future customers of SWGC could fund

some, or all, of SWGC's business development expenses incurred during the pursuit of this new business

opportunity. Staff therefore recommends that in the event SWGC is successful in identifying a bona

Bde biogas or RNG business opportunity, the Commission should require SWCG to submit a Special

20 Contract for said business opportunity to the Cormnission for Staff review and Commission approval.

21 The Special Contract shall include dollar values to-date for SWGC's biogas and RNG business

22

23

24

25

27

28

development expenses and a discussion of how those costs are proposed to be recovered. The Special

Contract shall also include a full disclosure of all costs and fees to be levied on the Customer, and

anticipated monthly and annual gas quantities to be handled or processed by SWGC. SWGC shall also

provide the Commission a statement regarding the anticipated depreciation, return on capital

26 investment, taxes, and operational expenses over the duration of the Special Contract.

26. SWGC has stated that the review of any biogas opportunity identified and developed by

SWGC under a Special Contract format by Commission Staff is acceptable. However, SWGC has
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l

2

3

27.4

5

6

expressed concern over how quickly Staff would review such a Special Contract Blind. Staff recognizes

SWGC's concern and in response, Staff will commit to use its best efforts to process the Special

Contract filing within 90 days of the filing's docket date.

SWGC has also stated that it will require financial surety from the RNG producer

counterparty to provide SWGC security that SWGC can recover its costs should the counterparty fail

to perform. The required .financial surety would be in the form of cash, letter of credit, or bond, and

7 would be specified within the Special Contract.

8 .S !̀aj'Remmmendafion.r

28.9 Staff has recommended approval of SWGC's proposed "Schedule No. G-65, Biogas and

10 Renewable Natural Gas Services" subject to the Special Contract submittal and approval requirements

discussed herein.11

29.12 Staff has further recommended that SWGC be ordered to File a revised "Schedule No.

13

14

15

G-65, Biogas and Renewable Natural Gas Services" that contains language that clearly states Special

Contracts under this tariff will require the approval of the Commission.

CONCLUSIONS QF LAW

1.16 Southwest Gas Corporation is an Arizona public service corporation within the meaning

17 of Article XV, Section 2, of the Arizona Constitution.

2.18 The Commission has jurisdiction over Southwest Gas Corporation and over the subject

19

3.20

21

22

matter of the application

The Commission, having reviewed the application and Staffs Memorandum dated

January 23, 2018, concludes that it is in the public interest to approve Southwest Gas Corporation's

Schedule No. G-65, "Biogas and Renewable Natural Gas Services" as discussed herein.

23 ORDER

24

25

26

IT IS THEREFORE ORDERED that Southwest Gas Corporation's Schedule No. G-65,

"Biogas and Renewable Natural Gas Services" is approved subject to the Special Contract submittal and

approval requirements discussed herein.

27

28
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BY THE O ER OF THE ARIZONA CORPORATION COMMISSION

N FORESECHAI COMMISSIO ER DUNN

1 IT IS FURTHER ORDERED that Southwest Gas Corporation shall file a revised Schedule

2 No. G-65, "Biogas and Renewable Natural Gas Services" that contains language that clearly states

3 Special Contracts under this tariff will require the approval of the Commission.

4 IT IS FURTHER ORDERED this Decision shall become effective immediately.

5

6

7

8

9

10

l l
/A

'

I

* D i - Q

J _.
•9| 1

.44
I
ICOMMISSIONER TOBIN ISSIONER OLSO C  MMI S S I  N ER  UR N S

IN WITNESS WHEREOF, 1, TED VOGT, Executive Director
of the Arizona Corporation Commission, have hereunto, set my
hand and caused the
affixed at die Capitol, in the City of Phoenix, this
of

official seal of this Commission* be
_ Z é day

, 2018.

• TED v T
EXECUTNE DIRECTOR

13

14
15

16
17
18

19
20

21 DISSENT:

22
23 DISSENT:

24 EOA:RBL:elr/RWG

25
26
27
28
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l Soudmwest Gas Corporation
Docket No. G-01551A-17-0286

2

3

4

Mr. Matt Dear
Southwest Gas Corporation
1600 East NoMern Avenue
Phoenix, Arizona 850205

6

7

8

9

Mr. Andy Kvesic
Director/Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007
RGeake@azcc.gov
C  n n C e  b  E t  l

10

l l

12

Mr. Elijah O. Abinah
Director, Unities Division
.Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 8500713

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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