
1.0  PURPOSE AND NEED 

1.a.i Strategic Location of the Florin Field 

The Florin Field is the only geologic formation in Sacramento County that will permit 

SNGS to the core objective of the project to provide a safe, secure and reliable source of 

natural gas supply to the Sacramento metropolitan area in the event of a disruption in 

service on the main supply pipeline that carries natural gas to the area.  Other geologic 

formations in the area that could, to lesser degrees, satisfy the basic mission of the SNGS 

project were rejected on the basis of other criteria.1 

The location of the Florin Field in the southern part of the city of Sacramento provides 

the highest direct value to major users of natural gas in the area of any depleted natural 

gas reservoir in the Sacramento area.  It also provides the highest indirect value to all of 

Sacramento’s residents.  Major users of natural gas include government entities, public 

utilities, private sector industries, and private enterprises engaged in the provision of 

natural gas to their end-user customers. 

The current “anchor tenant” for the SNGS storage facility is the Sacramento Municipal 

Utility District (“SMUD”). The Florin Field is located within one-half mile of the SMUD 

pipeline system.  This storage facility represents a capability that SMUD has been 

seeking since 1992.2   The SNGS facility will provide true “on-system” storage to the 

SMUD.  The natural gas that SMUD will store in the SNGS facility will be delivered 

directly into their pipeline system—serving all of their electric power generation plants. 

This location of the field and the SNGS facilities gives SMUD a better than 99% 

reliability of delivery factor of a 30-day fuel supply to power their generating plants. 

The pipeline that will need to be constructed from the SMUD pipeline to the SNGS 

Compressor Station is less than 4,000 feet in length and is all located within the 

boundaries of the Depot Park, a City-zoned industrial development area.  This location 

minimizes the most environmentally-intrusive portion of most new underground natural 

                                                 
1  See SNGS response to Deficiency Item No. 2 (“Alternatives”). 
2  See SMUD Request for Proposal No. 91-2, a copy of which is provided as Attachment 1 hereto. 

 1



gas storage projects—interconnecting pipelines to natural gas transmission lines.  The 

choice of the Florin field also permits SNGS to locate its Compressor Station and Control 

Center on the old Sacramento Army Depot, thereby supporting the City’s redevelopment 

of the area as a “Green Tech Zone.”3   Because of its location, the project will also 

qualify as a “brownfield” development.     

1.a.ii Sacramento’s Disposition Regarding the Interstate Pipeline System 

The Sacramento Metropolitan Area receives all of its supply of natural gas from 

connections to the PG&E Lines 400/401 “backbone” pipeline system that runs north and 

south through the center of the State.  The vast majority of the natural gas that comes to 

Sacramento comes from western Canada, a trip of over 1000 miles.  There are currently 

three pipelines that interconnect with the backbone system and carry natural gas to 

Sacramento:  two PG&E lines and one SMUD pipeline. Those pipelines vary in length 

from 20-40 miles. 

The essence of Sacramento’s situation relative to its need for local storage of natural gas 

is that Sacramento is at the end of the pipelines, and they are branch lines at that. And, 

Sacramento has no backup supply capability to meet the needs of the metropolitan area if 

that supply were to be disrupted or reduced substantially. The residents of the area 

depend on natural gas as the source of 30+% of their electricity, and as their primary fuel 

for heating their homes and water, and cooking their food.  Business and industry relies 

almost entirely on natural gas as their energy source, or else it is electricity that is 

produced almost entirely from burning natural gas.  While the Sacramento area, like the 

rest of California, relies on natural gas as its fuel of choice, it has no backup supply in 

case there is a disruption in the flow of its normal supply line. 

The probability of a major disruption of service on the backbone system, either from 

natural or man-made causes, is a matter typically withheld from public discussion.  The 

ramifications and impacts of such an event are too severe.  What are the probabilities of 

such events occurring?  That too is a question typically not presented for public 

                                                 
3 On August 21, 2007 the Sacramento City Council approved Resolution No. 2007-623, a copy of which is 
provided as Attachment 2 hereto, together with the Economic Development Department’s overview of the 
“Clean Tech Zone” program. Department. 
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discussion.  Earthquakes and other seismic activity has been predicted for many years, 

but given the concept of “geologic time” and the existence of various faults around the 

State, it is the general consensus that we must be ready for such an event at any time. 

Man-made events of disturbance of the backbone system pipes by agricultural and 

construction equipment are rare, but can be expected to occur again.  Perhaps the most 

feared threat at this time is that of intentional destruction or damage of the pipeline from 

terrorist activity.  Our energy distribution systems throughout this country have not been 

developed with a high degree of concern for malicious activities -- they are relatively 

“soft” in that regard.  The backbone system pipes that cross the Columbia River from the 

North at the Oregon border are clearly visible from public areas and permit activities in 

close proximity, e.g., the River itself.  A similar situation exists at the southern end of the 

backbone system where the pipelines from Arizona cross the Colorado River.  PG&E, 

like most utilities, is highly aware of such threats and is doing a good job of protecting 

their property and the public welfare.   The potential for a significant physical disruption 

is nonetheless appreciable. 

If there were to be a disruption or sever curtailment of supply on the main backbone 

system, one obvious response would be for the utilities to purchase “replacement” 

electricity from other sources outside the State and have it delivered by the electric grid 

system that serves northern California.  The problem with that solution is that it would be 

a partial remedy, at best.  At a time of disruption or curtailment, the whole of northern 

California, and more like the whole State, would be in a state of turmoil.  The demand for 

the importation for such “replacement power” could not be handled by the existing 

electric grid—it is not sized to handle 100% of such an event.  

The original backup system for natural gas was to burn fuel oil for heat and electricity 

generation.  That is no longer permitted by State law.  At one time, Sacramento relied on 

nuclear power for most of its electric needs.  That capability is no longer available. 

Utilities are making progress adding renewable energy source electricity to their 

capabilities, but it will be many years, if ever, before it can replace natural gas as the 

energy source of choice.  For a metropolitan area that relies on natural gas to support 

public health and safety, as well as the quality of life in general, this is a perilous 
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situation that can be improved dramatically by establishing a natural gas storage 

capability in our community. 

1.a.iii Shortcomings of the Existing Transmission and Storage System 

The existing transmission systems that serve Sacramento, i.e., PG&E and SMUD, are 

adequate to support current demands for natural gas.  The PG&E system that supplies 

100% of the natural gas in the area is somewhat strained at times, but PG&E is currently 

implementing a pipeline expansion program to accommodate current demand and future 

growth.  Similarly, the SMUD transmission system is adequate to meet their current 

needs for natural gas to produce electricity, and will also support probable expansion of 

generating capacities in the near future.  Both systems are of sufficient capacity to carry 

natural gas to the SNGS storage facility on a scheduled basis in addition to satisfying 

current demands. 

The storage system for Sacramento does not exist as a “system.”  Rather, storage is 

provided primarily by three storage facilities.  The largest facility is the McDonald Island 

facility, owned and operated by PG&E.  The other two facilities are independent, market-

based rate facilities, at the Wild Goose storage facility in Butte Country, and the Lodi 

storage facility in Lodi.  All of these facilities utilize the PG&E backbone system to get 

natural gas to the Sacramento area.  Disruption of service on the backbone system or on 

any of the transmission lines from the backbone to Sacramento would render the stored 

gas useless to the Sacramento area for the period of the disruption. 

1.a.iv How Does the Proposed Project Solve These Problems, as Opposed to Other 

Alternatives? 

The proposed project addresses the problem of Sacramento not having any reliable 

backup supply of natural gas in case of disruption of service on the normal transmission 

lines, by providing a backup capability in the form of underground natural gas storage 

that is directly connected to local transmission lines.  The proposed project is committed 

by contract to provide a 30-day supply of natural gas to SMUD for 100% of its electric 

generation requirements using less than half the capacity of the facility.  The balance of 

the facility would be available to provide storage service to other utilities, government 
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entities, and private business and industries that are concerned about having a reliable 

supply of natural gas.  For the reasons explained in the SNGS response to the deficiency 

questions concerning “alternatives” (submitted concurrently with this response), SNGS 

has not identified any feasible natural gas storage alternative in the Sacramento area.



ATTACHMENT 1 

[SMUD Request for Proposal No. 91-2 follows.]

 





























ATTACHMENT 2 

[Sacramento City Council Resolution No. 2007-623 and associated material follows.] 

 







THE CITY OF SACRAMENTO
          CleanTech ZONE

Welcome to the Sacramento CleanTech Zone, home to clean technology, new green technology companies, and manufactures who have chosen 
to locate in the newest technology corridor located along Highway 50 in the Capital of California.

The City of Sacramento CleanTech Zone offers the same benefits as the State of California Enterprise Zone program or a federally designated 
Foreign Trade Zone. In addition, your business will receive expedited permitting provided by our Development Services Department and 
eligible companies may receive redevelopment and job training funds offered by our regional strategic partners.  All companies may be eligible for 
Small Business Administration (SBA) loans, Industrial Development Bonds (IDB) and venture capital funds. 

CleanTech Zone benefits include:
Enterprise
      • Sales Tax Credits on qualified property 
      • Wage Tax Credits for 5 years for hiring eligible employees
      • 100% Net Operating Loss Carryovers available up to 15 years
      • Rapid Depreciation of Equipment
      • Financing Assistance, Hiring Assistance through Sacramento Works!

Foreign Trade (FTZ)
      • Duty-free treatment for items that are processed in FTZs and then exported
      • Duty payment is deferred on items until they are brought out of the FTZ for sale in the U.S. market

Recycling (RMDZ)
      • Below-market-rate revolving loan program for RMDZ-eligible activities
      • Free product marketing

Green Technology Small Business Loan Programs
      • Industry-targeted SBA 7(a) loans available through Grow Sacramento Fund
      • Zone-allocated SBA 504 loans available through Greater Sacramento Community Development Corporation
      • Community Development Block Grant funds to be available at very favorable terms for eligible businesses

Specialized Business Financing Programs
      • City-issued industrial development bonds 
      • Redevelopment “tax increment” funds available within Sacramento Army Depot at extremely favorable terms

   

City of Sacramento - Economic Development Department
1030 15th Street,Second Floor - Sacramento, CA 95814
(916) 808-7223 - (916) 808-8161 - www.cityofsacramento.org/econdev 
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