ENERLAND, LLC

P. O. Box 789

Williams, CA 95987

(530) 473-2123

FAX 473-5371

January 30, 2003

Messrs. Bill Wood, Jairam Gopal, Dave Maul & Terrence O’Brien

Fuels Office and Siting Office

California Energy Commission

1516 Ninth Street

Sacramento, CA 95814

Dear Sirs,


We submit herewith suggested changes to the staff’s document, Gas Infrastructure, etc., [700-02-006F].  We do not think it a good idea to defer these changes till your “next report”.  CEC priorities may be shifted delaying the next report, or, the Legislature may want to make decisions before you issue it.

Page 39, “Kern River Corridor”.



Clarify “Kern River pipeline must triple its capacity”

Add “from 800 Bcf/day to 2,400 Bcf/day” (if that is what you mean). 

As we understand it from the Kern River folks, the expansion presently under construction is for 900 Bcf/day which will bring the dual pipe up to about 1.7 Bcf/day.  Please confirm and conform these figures.

Bottom of page 39, “staff is currently analyzing . . . weather” demand.  Staff should also analyze effects of an economic boom such as California experienced in 2000-2001, and staff should assume inelastic demand during such a boom because that is the way people behave in a boom.  

At your workshop January 24th, staff updated aggregate numbers reflecting power plant demand from August 2002 to January 2003.  Please provide detail, that is, tell us which power plant licensing cases you expect will be licensed and actually will be built and come on line and when.

Page 40, the heading “California Pipeline Infrastructure” should add, “CPUC policy; slack capacity”. 

Page 41, we suggest the last paragraph be re-written as follows:

“Colorado Interstate Gas Company [CIG] proposes to build the Ruby pipeline from Opal, Wyoming to the Butte Sink in northeast Colusa County and from there to the Enerland [formerly Reliant] power plant site
 in northwestern Colusa County.  At the Enerland site, which is four and one-half miles west of I-5, the connection will be made between Ruby and PG&E’s Redwood Path [Lines 400 & 401].  

A 30 inch, 25 mile long connector pipe from the Redwood Path to the Butte Sink [the underground gas storage area] is presently under construction by Wild Goose Storage, Inc., a California public utility and a subsidiary of EnCana, a large energy firm headquartered in Calgary, Alberta.  

CIG and EnCana could jointly utilize the 25 mile pipe from the Redwood Path to the Butte Sink storage area, so that Rockies gas will be deliverable to and recoverable from Wild Goose storage as well as to PG&E’s backbone lines,  and Canadian gas will be deliverable to and recoverable from the Wild Goose storage.  EnCana might invest in a Ruby pipeline.  At any rate, such improvements will create the only gas hub in northern California.  Gas-on-gas competition between two major producing regions [Canada and the Rockies] will thus occur at the Enerland site.  These additions do not require substantial upgrades by PG&E and Ruby pipeline will be regulated by FERC.  Depending upon the outcome of PG&E’s bankruptcy case, the Redwood Path [from Malin, Oregon to Antioch and Los Angeles] could be either FERC regulated or CPUC regulated.”

 “Please refer to figure 18(a) for a diagram of the described infrastructure improvements associated with Wild Goose, Ruby and Enerland.”

“Shell has announced [January 16, 2003] its withdrawal from further study of an LNG proposal to be situated on Mare Island at Vallejo.  Bechtel announced it will continue studying the project.”

Figure 14 at page 34 misrepresents western interstate pipelines.  The compressed height of the Canadian Provinces misrepresents the implied cost of gas transportation from northern Alberta.  

The Paiute pipeline has neither the diameter nor the capacity to be shown with the major interstate pipes.  It is a small line designed to serve Reno, and cannot supply California with any significant amount of gas [e.g., enough gas to run a single large power plant].  As depicted, Paiute appears to come near to Sacramento, while in fact it does not.  Paiute should be taken off the drawing.  For the same reasons, we think the pipe shown running south through the Willamette Valley of Oregon has no place on the diagram.

Figure 14 should be replaced by a drawing to scale that accurately depicts the relative lengths of the western backbone pipeline system, comprised of major lines.   It is important to show the Provinces of Canada to scale because a reader then can see that Canadian gas is about twice as distant (from California) as Rockies gas.  It costs money to pump gas through a pipe and that money runs up the cost to California consumers and businesses.  Competition will solve that.  Northern California can benefit from competition between Canada and the Rockies.

Comment in regard to Ruby Pipeline.
Ruby pipeline must be “project financed”.  That implies CIG will require on the order of 500,000 Dth/day firm commitments in California, mostly, but not entirely, from new power plants proposed by creditworthy developers.  Given the nearly complete disappearance of new power plant proposals for northern California, and the uncertain regulatory climate, Ruby has been delayed.  However, its fundamental economics are sound.  CIG has proposed a transportation rate of only 56 cents (+ 1% fuel) from Opal, Wyoming to Enerland’s site on the PG&E backbone.  56 cents is about half the transportation cost from northern Alberta to the same destination.  We think the CEC and the State should do all things they can to encourage new electric generation development in northern California.  That, in turn, will facilitate development of Ruby.  We think Ruby pipeline is a vital addition to the western pipeline grid and is needed badly by California to prevent another energy crisis.

What Can the State Do In Its Self-interest?
1. Quickly conclude cooperative arrangements between the CPUC, the CEC and the CAISO pursuant to the Bowen legislation of 2002.

2. Develop a voluntary offset program so that, in addition to acquisition of local or regional air quality emission offsets, a plant developer could also elect to purchase electricity market share from owners of old, high heat rate plants.  This would undoubtedly require cooperation of the three agencies mentioned in 1, above.  Establish a trading system for these market shares to encourage taking the old polluters off line and replacing them with modern, efficient plant. 

3. Calculate the tons of PM10, NOx, Sox and other emissions that could be removed from the State’s environment by shutting down the 40+ year-old plants.  

4. Settle litigation and claims against firms that invested billions in California pursuant to AB1890.  Put that episode behind us.  Close legislative committees that are making political profit from the energy “crisis” of 2000-2001. 

Thank you for considering these amendments and comments.







Yours very truly,







ENERLAND, LLC







Bob Mussetter







Managing Member

Enclosure:
Diagram of interconnection between Ruby and PG&E.

�   See 01-AFC-10 in CEC Dockets.
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