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Comments ON CEC/CPUC WORKSHOP ON GAS QUALITY ISSUES

The Imperial Irrigation District (IID) appreciates the efforts of the CEC and the CPUC to protect gas supplies in California.  The February 17 and 18, 2005 workshops were a beginning in the interpretation of  the effects of proposed changes to existing gas standards to accommodate certain Liquefied Natural Gas (LNG)  plants in Baja, California.   IID does not believe that there is enough information yet available to determine the effect on consumers and electric utilities of changing the Rule 30 gas specifications.   As the Commissions are no doubt aware, the Federal Energy  Regulatory Commission (FERC) just posted their February 28, 2005, “White Paper on Natural Gas Interchangeability and Non-Combustion End Use.”  The FERC, who began addressing this issue at the Natural Gas Markets Conference on October 14, 2003, still finds that additional research is necessary before final guidelines can be adopted.    “It has become apparent through the work of the NGC [Natural Gas Council] Interchangeability Technical Team that significant data gaps exist that inhibit non-traditional supplies from entering the North American market.  There is general recognition that a collaborative effort will be necessary to conduct research and obtain essential information necessary to maximize supplies into the marketplace including D.O.E., equipment manufacturers, suppliers, pipelines, LDCs and other industry trade groups.”
 

IID is not suggesting that the CPUC await findings from the FERC sponsored, NGC Interoperability Working Group.   The environmental implications in California,  from a change in Rule 30 standards, are probably best understood  by the resource agencies in California.  IID’s comments are offered in support of additional information gathering or prduct testing to obtain the necessary information to evaluate the effects and true costs of  a change in gas standards.  The NGC Working Group recommended that the aforementioned research take at least two additional years, beginning in 2005.
 
SEMPRA’s desire now to lower gas quality standards seems to come solely from the LNG plants being developed in Baja, California.    It does not appear that all LNG development is seeking a change in gas standards.  Indeed at the joint workshop, both  BHP Billiton and Sound Energy Solutions  stated they  would comply with the current  standards.  It would be inappropriate to change gas quality standards simply to permit increased profit margins for some LNG developers, at an unknown cost to ratepayers and the environment.

IID echoes the concerns expressed by Southern California Edison and the Southern California Gas Coalition  that the possibility to gain lower prices from introducing LNG into the gas supplies in California will not likely filter down to the end consumers.  Because the majority of energy produced in California utilizes natural gas, the effects of changes in gas standards will be reflected in the price of the electricity produced from those gas-fired plants.  Southern California Gas Company’s (SoCalGas) proposal to lower the methane number from MN 93 to MN 80 with a goal to get to MN 73 could cause problems for generators in complying with warranty requirements on their existing combined cycle generators.  It is still not known if changed gas standards would require changes in design of the generators themselves or if the new high efficient turbines will be able to be as efficient if utilizing gas under the proposed lesser standards. 
The effect on consumer products is also not known.  Although SoCalGas has attempted to demonstrate that consumer appliances will have no problem accepting gas formulated to the new standards, a complete analysis of both the long-term and environmental effects on and from the appliances has not  been done. The increase in NOx that will be produced was considered minimal in the Edison presentations at the workshops.  However there is no single set of acceptable emission standards throughout the state, and certainly not nationally.  The levels of emissions allowed is dependent on  which  air quality district the generator is located.  Standards for gas quality set nationally may not be fit with production from a power generator located in the Southcoast Air Quality Management district.   Enough information is not yet known as to the long-term effects of varying levels of gas quality on equipment efficiency.   Degradations in equipment efficiency could also significantly impact the cost of generating electricity. These questions need to be answered before changes to the standards can be adopted.

Nothing in the presentations at the workshop established a need to change existing standards.   The question really is, “Should LNG developers be forced to design and build systems that will comply with existing gas quality standards.”  No compelling evidence was presented why they should not. 
If indeed there is to be a benefit to consumers through lower gas costs, or a greater flexibility in gas procurement with the availability of additional resources, the specifics need to be corroborated  to allow the decision makers to accurate balancing the inevitable trade-offs.  The adoption of changes now is premature. 
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