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I. General Background Information

The four largest natural gas distribution utilities serving California under California Public Utilities Commission (CPUC) jurisdiction are: Southern California Gas Company (SoCalGas), Pacific Gas and Electric Company (PG&E), San Diego Gas & Electric (SDG&E), and Southwest Gas (SWG). Several other natural gas distribution utilities (West Coast Gas, Alpine, and Southern California Edison - Catalina Island) are also regulated by the CPUC but are far smaller than the above four utilities.  The regulated California utilities deliver natural gas to over 10.5 million customers.
Natural gas transmission, distribution and storage service is provided by PG&E in much of northern California, and by SoCalGas in much of southern California.  SDG&E provides transmission and distribution service in the San Diego area.  Southwest Gas provides distribution service in both southern California and in the Lake Tahoe area.  Over 100,000 miles of natural gas utility transmission and distribution pipelines are used to deliver supplies to consumers. 
The CPUC also regulates natural gas storage operators, Lodi Gas Storage and Wild Goose Storage, which only provide natural gas storage service.  In October 2009, the CPUC approved the construction of another independent storage facility which will be owned by Gill Ranch Storage and PG&E, but this project has not yet been completed.
Several municipalities such as Long Beach and Palo Alto provide natural gas distribution service.  Municipal utilities are not regulated by the CPUC. They are wholesale customers of the bigger regulated natural gas utilities, and they do not have their own storage or backbone transmission facilities.  They receive deliveries from SoCalGas or PG&E and may obtain storage service with either SoCalGas, PG&E or the independent storage operators.
About 85% of the natural gas consumed in California is delivered on interstate pipelines from out-of-state supply basins located in the southwestern U.S, the Rockies, and Canada.  SoCalGas and PG&E intrastate transmission pipelines are connected to the interstate pipelines, which are regulated by the Federal Energy Regulatory Commission (FERC).   These interstate pipeline companies are El Paso, Transwestern, Questar Southern Trails, Kern River, Gas Transmission Northwest, and Baja Norte/North Baja.  
Liquefied natural gas (LNG) supplies are expected to be a supply resource available to California in coming years.  LNG supplies would be delivered to the U.S. from overseas, or possibly Alaska, on supertankers.  The Costa Azul LNG terminal facility located in Baja Mexico was completed in 2008 and could deliver LNG supply to the SDG&E system, via the TGN pipeline company in Mexico, at the Otay Mesa receipt point, or to the SoCalGas system via the Baja Norte/North Baja pipeline system to a delivery point at Blythe, along the California/Arizona border.  Other LNG terminals along the west coast have been proposed but, even if approved by the appropriate regulatory agencies, are still likely years away from completion.
The regulated natural gas utilities deliver about 80% of the gas consumed in California. Another 20% is delivered directly off the Kern River/Mojave interstate pipeline system or directly from California production.  Recorded natural gas deliveries for California and forecasted demand can be found in the California Gas Report.
Procurement of natural gas is conducted by the utilities for most residential and small commercial customers, referred to as “core” gas customers.  On the other hand, almost all larger volume customers (“noncore” gas customers), such as industrial or electric generation customers, procure their own supplies.  Natural gas supplies can be purchased: 

· in the producing basin, and transported to California on interstate pipelines, 

· at the California border or utility receipt points (where the price includes transportation costs from the producing basin through the interstate pipeline), or
· at the “citygate” (in which case the price also includes a transportation cost from the border to the citygate on utility intrastate pipelines).
Section II.A describes the transmission and storage capacities of SoCalGas/SDG&E while Section II.B outlines the capacities of PG&E.  Section II.C provides the storage capacity of Lodi Gas Storage and Wild Goose Gas Storage.
II. California Natural Gas Infrastructure Capacity

II.A. Southern California Natural Gas Infrastructure (SoCalGas & SDG&E)
II.A.1. Backbone or receipt point capacity - The integrated SDG&E and SoCalGas natural gas transmission system has the capability to take 3,875 million cubic feet per day (MMcf/d) of supplies on a firm basis from various intrastate and interstate receipt points and deliver those supplies to storage fields and/or end-users.  This capability of 3,875 MMcf/d is 40% greater than the combined SoCalGas/SDG&E average demand during 2008, which was 2,766 MMcf/d.  SoCalGas estimates that southern California demand in 2015 will be about 2624 MMcfd under average temperature conditions. 
II.A.2. Upstream capacity from interstate pipelines and California producers - The total physical capacity of interstate pipelines and California suppliers that interconnect with SDG&E and SoCalGas is 7,275 MMcf/d based on the FERC Certificated Capacity or SoCalGas estimated physical capacity of upstream pipelines.  See Table 1 for total upstream capacity.

Table 1: Interstate and Intrastate Pipeline and California 
Production Capacity to SoCalGas/SDG&E

	Pipeline and Receipt Point
	Upstream Capacity (MMcfd)

	El Paso @ Blythe
	1,410

	El Paso @ Topock
	540

	Transwestern @ Needles
	1,150

	PG&E @ Kern River Station
	650*

	Southern Trails @ Needles
	80

	Mojave@Hector Road
	200

	Kern/Mojave @ Wheeler Ridge
	885

	Kern/Mojave @ Kramer 
	500

	Occidental @ Wheeler
	150

	TGN @ Otay Mesa
	400

	California
	310

	North Baja @ Blythe
	1200

	Total
	7275


*Estimate of physical capacity

II.A.3. Firm Access Rights – More upstream physical capacity is connected to the southern California gas transmission system than can be fully utilized to deliver supplies.  To provide greater assurance that supplies can be delivered at southern California transmission receipt points, the CPUC adopted a system of “firm access rights” for southern California.  The firm access rights system was implemented in October 2008.  Under the firm access rights framework, end users or marketers can obtain firm receipt point rights within various transmission zones in southern California.   Figure 1 shows the SoCalGas and SDG&E natural gas transmission system.  The capacities set forth in Table 2 indicate the physical receipt capacity of individual receipt points in southern California, and the firm receipt point capacity amounts for certain “zones”.  The transmission zone capacity indicates the volume of natural gas deliveries that can be received on a firm basis from all of the receipt points in that zone. Firm receipt point rights assures the holders of firm rights in a particular zone that their supplies can be delivered through that zone, and their supplies will not be pro-rationed where there is a mismatch with upstream capacity.

Figure 1
SoCalGas and SDG&E Receipt Points and Capacities[image: image1.wmf] 
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Table 2: Current Available Southern California Firm Receipt Point Capacity and Zones

	Receipt Point Name 
	Physical Capacity at Receipt Point (MMcf/d)
	Transmission Zone Firm Capacity
(MMcf/d)

	Transwestern @ North Needles
/ 
	800 
	Northern 

	Questar @ North Needles 
	120 
	Northern 

	El Paso @ Topock
/ 
	540
	Northern 

	TW @ Topock 
	190 
	Northern 

	Kern River @ Kramer 
	500
	Northern 

	Northern Zone Subtotal
	{2150}
	

	Northern Zone Firm Capacity 
	
	1,590 

	
	
	

	TGN Otay Mesa
	400
	Southern

	North Baja – Blythe
	1200
	Southern

	El Paso @ Blythe 
	1,210
	Southern 

	Southern Subtotal
	{2810}
	

	Southern Zone Firm Capacity 
	
	1,210 

	
	
	

	Coastal System (Producers)
	150 
	California 

	L85 System (Producers)
	160 
	California 

	California Subtotal
	{310}
	

	California Firm Capacity
/ 
	
	310 

	
	
	

	Kern/Mojave @ Wheeler 
	765 
	Wheeler 

	PG&E @ Kern River Station
/
	520 
	Wheeler 

	Oxy @ Gosford 
	150
	Wheeler 

	Wheeler Ridge Zone Subtotal
	{1435}
	

	Wheeler Zone Firm Capacity 
	
	765 

	
	
	

	Total Receipt Points
	6705

	

	Total Firm Receipt Point Capacity
	
	3,875


II.A.4 Storage in Southern California – SoCalGas’s storage fields allow it to meet much greater peak natural gas demand in southern California than could be met with just its major transmission system. SoCalGas owns and operates four natural gas storage fields: Aliso Canyon, Honor Rancho, La Goleta, and Playa del Rey. (A fifth field, Montebello, is being decommissioned and the gas is being withdrawn from that field.)  Table 3 below shows the SoCalGas storage capacity, along with the allocations of that capacity currently authorized by the CPUC.  SoCalGas is the only storage provider in Southern California.  
Table 3:  SoCalGas Firm Storage Capacity and Allocations
	
	2008 Capacities
	Noncore Storage 
	Core Storage
	Balancing Function

	Bcf, Inventory
	131.1
	47.9
	79
	4.2

	MMcfd Injection
	850
	281
	369
	200

	MMcfd Withdrawal
	3195
	630
	2225
	340


Bcf = billion cubic feet

In 2009, SoCalGas requested approval from the CPUC to expand its storage capacity at the Honor Rancho and Aliso Canyon fields.  The CPUC is expected to issue its decision on SoCalGas’ request in 2010.

II.B. Northern California Natural Gas Infrastructure (PG&E)

II.B.1. Backbone Transmission
The receipt capacity of PG&E’s backbone transmission system is about 3,252 MMcfd, including supplies received from California production.  On-system demand in 2008 in PG&E’s service territory was 2,245 MMcfd.  PG&E estimates that demand on its system including off-system deliveries will be 2,222 MMcfd in 2015.  PG&E’s backbone transmission system primarily consists of two major pipeline systems, referred to as the Redwood Path in the northern part of PG&E’s system, and the Baja Path in the south. Figure 2 shows the location of PG&E’s backbone facilities.
PG&E’s Northern System

The receipt point capacity of the northern system, also known as the Redwood path, is 2,050 MMcfd.  The Redwood Path consists primarily of two major transmission pipelines, Lines 400 and 401 and compressor stations along these pipelines.
Figure 2
PG&E Backbone Transmission and Storage System
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The northern backbone facilities interconnect with the Gas Transmission Northwest (GTN) interstate pipeline near Malin, Oregon.  These facilities receive Canadian natural gas and small amounts of Rocky Mountain gas from GTN and transport that gas to PG&E’s load centers.  The GTN pipeline capacity at Malin is about 2,190 MMcf/d.  The northern system also delivers gas to, and receives gas from PG&E storage, Lodi Gas Storage, and Wild Goose Storage fields.  
PG&E’s Southern System

The receipt capacity of the southern system, also known as the Baja path or Line 300, is 1,060 MMcfd.  The southern backbone facilities interconnect with El Paso Natural Gas Company and Transwestern Pipeline Company interstate pipelines near Topock, Arizona, with Southern Trails Pipeline Company at Essex, California, with Kern River Pipeline Company at Daggett, California, and with the Kern River High Desert Lateral near Kramer Junction, California.  These interstate pipelines deliver gas from U.S. southwest and Rockies gas production basins to PG&E’s southern backbone system, which delivers the gas in turn to PG&E’s load centers.  The El Paso, Transwestern, and Southern Trails pipelines connect to the San Juan Basin in northern New Mexico and the Permian Basin in west Texas.  The Kern River Pipeline connects to the Rocky Mountain producing region in southern Wyoming.  The above interstate pipelines have an aggregate capacity to PG&E’s southern system in excess of 2,000 MMcfd but PG&E can only receive as much supply as the Baja path capacity. 
II.B.2. PG&E Gas Storage Facilities

Similar to the situation in southern California, PG&E’s storage facilities and those of the independent storage operators in northern California, allow PG&E to meet much higher peak demand than could met with just its transmission system  PG&E owns and operates three underground storage fields:  McDonald Island, Los Medanos, and Pleasant Creek.  The McDonald Island field, located near the city of Stockton, is the largest of PG&E’s storage fields.  It has a maximum working gas capacity of about 82 Bcf.  The Los Medanos field is located near the city of Concord and has about 16 Bcf of working gas capacity.  The Pleasant Creek field is located near the city of Winters, and has about 2 Bcf of working gas capacity.
The “firm working inventory” of PG&E’s storage fields is substantially lower than the maximum working gas capacity of the fields.  Table 6 shows the firm working inventory and the maximum working gas capacity reported by PG&E for its three storage fields.  Cushion gas, which consists of both “native gas” (i.e. natural gas already in the field) and injected gas, serves to create drive pressure within the underground reservoir and protect the reservoir from damage (e.g., damage caused by migrating ground water).  Cushion gas cannot be withdrawn during the normal course of operations.  Working gas is the portion of the field that could, theoretically, given enough injection and withdrawal capacity, be cycled (withdrawn and then re‑injected) without damaging the integrity of the underground reservoir.  Working gas is made up of two components:  firm inventory and what PG&E refers to as “PG&E Working Gas – Storage”.  Firm inventory capacity is the volume of the capacity of the storage fields for which PG&E has sufficient firm injection and withdrawal capacities to cycle customer-owned gas as specified in PG&E’s tariffs.  “PG&E Working Gas –Storage” represents gas purchased by PG&E to support the necessary minimum field pressure needed to meet firm withdrawal commitments.  Unlike cushion gas this gas is not needed to preserve the integrity of the fields and can be cycles under certain conditions. 
Table 6: PG&E Storage Field Inventory (Bcf)

	
	McDonald Island
	Los Medanos
	Pleasant Creek
	Total

	Firm working Inventory
	32
	9
	1
	42

	Maximum Working Gas
	82
	16
	2
	100


The current firm storage service assignments are shown in Table 7.
Table 7: PG&E Firm Storage Service Assignments
	
	Maximum Injection MMcfd
	InventoryBcf
	Maximum Withdrawal MMcfd

	Balancing Service
	75
	4
	75

	Core Firm Service
	203
	33
	1138

	Market Storage
	22
	5
	156

	Total
	300
	42
	1369


PG&E core customers may also obtain additional storage capacity rights, either from PG&E or from the independent storage operators.
II.C.
Independent Storage Fields

Lodi Gas Storage (LGS)- One of LGS’s fields is located 3 miles northeast of Lodi California, and interconnects with PG&E’s line 401 just north of Antioch, California.

LGS also operates the Kirby Hills Storage Field, located about 8 miles southeast of Fairfield, California.  The Kirby Hills facility interconnects with PG&E’s line 400. 

Wild Goose Storage - Wild Goose is located 50 miles north of Sacramento in northern California and was the first independent storage facility built in the state. The Wild Goose facility is interconnected both with Line 400 of PG&E’s transmission system and with Line 167 of PG&E’s Sacramento Valley Local Transmission System.  
Table 8 provides the storage capacities of Lodi Gas Storage and Wild Goose Storage.  
Table 8: Independent Storage Provider Capacity
	
	Injection
	Working Gas Inventory
	Withdrawal

	Lodi Gas Storage
	400 MMcfd
	17 Bcf
	500 MMcfd

	Lodi - Kirby Hills
	350 MMcfd
	17 Bcf
	350 MMcfd

	Wild Goose Storage
	250 MDth/d
	29 Bcf
	450 MDth/d


Wild Goose is expanding the capacity of its facility, expecting injection capacity to soon increase to 450 MMcfd and withdrawal capacity to increase to 700 MMcfd.  In addition, in April 2009, Wild Goose requested approval from the CPUC of a further 21 Bcf expansion of the capacity of its facility. 
As of January 2010, several other independent storage fields have been proposed in California, including one that would be under FERC jurisdiction.  These storage fields are
1) Gill Ranch:  This 20 Bcf field is located primarily in Madera County.  The field would be 75%-owned by Gill Ranch Storage, and 25%-owned by PG&E.   The Gill Ranch storage facility was approved by the CPUC in October 2009.  
2) Sacramento Natural Gas Storage: If constructed, this field would have as much as 7.5 Bcf of inventory capacity.  SNGS is seeking a CPCN from the CPUC.

3) Central Valley Storage (CVS): The CVS facility would be located in Colusa County, with a 5 Bcf inventory capacity. CVS is seeking a CPCN from the CPUC.  
4)  Tricor Ten Section Hub (Tricor): The Tricor storage facility would be located about 10 miles southwest of Bakersfield, CA, with a 22.4 Bcf working gas inventory capacity.  Tricor has applied for a construction permit with the FERC
� EMBED Word.Picture.8  ���








�/ 	Transwestern and Southern Trails at N. Needles cannot exceed 800 MMcf/d.


�/ 	El Paso & TW at Topock cannot exceed 540 MMcf/d.


�/ 	Excludes 20 MMcf/d of “other” producers who deliver directly into distribution, not backbone, system.


�/ 	PG&E and Occidental Supplies cannot exceed 520 MMcf/d in total.  
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