



Jairam Gopal

February 3, 2003
Page 2.



February 3, 2003


Jairam Gopal

California Energy Commission

1516 9th Street

Sacramento, CA 95184

Re:
Natural Gas Supply and Infrastructure Assessment
Dear Mr. Gopal:

This letter is being submitted on behalf of Wild Goose Storage Inc. (Wild Goose) in order to present limited comments on the “Natural Gas Supply and Infrastructure Assessment” prepared by the Staff of the California Energy Commission (CEC) and released to the public in December 2002. In this regard, Wild Goose would note that, while the report concludes that “in order to accommodate growing demand in California and surrounding states, interstate pipeline infrastructure to gas supplies in the Southwest, Rocky Mountains and Canada need to be expanded” and that “Pacific Gas and Electric Company will need to expand pipeline capacity in the 2007 to 2012” to accommodate growth, the report makes very little mention of the use of natural gas storage as a means to meet that increased demand.  Wild Goose submits that, in such regard, the report is short-sighted.  Prior to the construction of any additional pipeline capacity for the purpose of improving the gas supply infrastructure in California, it is imperative that a detailed analysis be undertaken to determine the ability of existing storage facilities (utility-owned and independent), once fully integrated into the “supply-delivery matrix,” to fill some of the increased demand projected by the CEC.

There are several characteristics of storage which make it a critical part of the natural gas infrastructure mix. Namely, it serves to increase load factor, dampen gas price volatility and improve overall supply assurance and system reliability.  The first characteristic – increase load factor – results from the fact that customers tend to inject volumes into storage during periods of low demand on the pipeline (i.e., they are using the pipe during times when it would not otherwise be used). This has the effect of lowering per unit gas transmission costs for all users of the system. Gas prices themselves are dampened by the fact that storage users are able to withdraw gas from storage during periods of peak demand when the cost of gas on the market is higher. Thus, the storage users are placing lower cost gas into the market.  The benefit of such feature was made readily apparent during the winter of 2000-2001 when 5.5 billion cubic feet of gas was withdrawn from the Wild Goose facility alone and made available to the California market. No doubt if this gas had not been available the gas price spikes which were being experienced in the market and at that time period would have been more extreme. Finally, placing gas in storage helps ensure the reliability of the supply as it cannot be bid away by competing upstream markets (such as the Northwest).             

Given the vast benefits of storage to the California gas market, Wild Goose would implore the CEC carefully explore how already existing storage facilities can be used to meet the projected increased demand for natural gas in California prior to the construction of additional pipeline capacity.  Specifically, before promoting the construction new long haul pipelines from the supply basins, or even state borders,  the CEC should consider the value of firming up PG&E’s central backbone to maximize withdrawals from existing storage at the same time receipts from the supply basin are being maximized.

  






Respectfully submitted,

GOODIN, MACBRIDE,
SQUERI, RITCHIE & DAY, LLP

By

Jeanne B. Armstrong

Counsel for

 Wild Goose Storage Inc.

cc:  
William J. Keese, Chair


Robert Pernell, Commissioner


Arthur H. Rosenfeld, Commissioner


James D. Boyd, Commissioner


John L. Geesman, Commissioner
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