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DISCLAIMER

This report was prepared as an account of work sponsored by an agency of the United
States Government.  Neither the United States Government nor any agency thereof, nor
any of their employees, makes any warranty, express or implied, or assumes any legal
liability or responsibility for the accuracy, completeness, or usefulness of any
information, apparatus, product, or process disclosed, or represents that its use would not
infringe privately owned rights.  Reference herein to any specific commercial product,
process, or service by trade name, trademark, manufacturer, or otherwise does not
necessarily constitute or imply its endorsement, recommendation, or favoring by the
United States Government or any agency thereof.  The views and opinions of authors
expressed herein do not necessarily state or reflect those of the United States Government
or any agency thereof.
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ABSTRACT

Gas storage is a critical element in the natural gas industry. Producers,

transmission and distribution companies, marketers, and end users all benefit directly

from the load balancing function of storage. The unbundling process has fundamentally

changed the way storage is used and valued. As an unbundled service, the value of

storage is being recovered at rates that reflect its value. Moreover, the marketplace has

differentiated between various types of storage services, and has increasingly rewarded

flexibility, safety, and reliability. The size of the natural gas market has increased and is

projected to continue to increase towards 30 trillion cubic feet (TCF) over the next 10 to

15 years. Much of this increase is projected to come from electric generation, particularly

peaking units. Gas storage, particularly the flexible services that are most suited to

electric loads, is critical in meeting the needs of these new markets.

In order to address the gas storage needs of the natural gas industry, an industry-

driven consortium was created – the Gas Storage Technology Consortium (GSTC). The

objective of the GSTC is to provide a means to accomplish industry-driven research and

development designed to enhance operational flexibility and deliverability of the Nation’s

gas storage system, and provide a cost effective, safe, and reliable supply of natural gas to

meet domestic demand. To accomplish this objective, the project is divided into three

phases that are managed and directed by the GSTC Coordinator.  Base funding for the

consortium is provided by the U.S. Department of Energy (DOE). In addition, funding is

anticipated from the Gas Technology Institute (GTI).

The first phase, Phase 1A, was initiated on September 30, 2003, and is scheduled

for completion on March 31, 2004.  Phase 1A of the project includes the creation of the

GSTC structure, development of constitution (by-laws) for the consortium, and

development and refinement of a technical approach (work plan) for deliverability

enhancement and reservoir management. This report deals with the second 3-months of

the project and encompasses the period December 31, 2003, through March 31, 2003.

During this 3-month, the dialogue of individuals representing the storage industry,

universities and the Department of energy was continued and resulted in a constitution

for the operation of the consortium and a draft of the initial Request for Proposals (RFP).
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Executive Summary

Gas storage is a critical element in the natural gas industry. Producers,

transmission and distribution companies, marketers, and end users all benefit directly

from the load balancing function of storage. The unbundling process has fundamentally

changed the way storage is used and valued. As an unbundled service, the value of

storage is being recovered at rates that reflect its value. Moreover, the marketplace has

differentiated between various types of storage services, and has increasingly rewarded

flexibility, safety, and reliability. The size of the natural gas market has increased and is

projected to continue to increase towards 30 trillion cubic feet (TCF) over the next 10 to

15 years. Much of this increase is projected to come from electric generation, particularly

peaking units. Gas storage, particularly the flexible services that are most suited to

electric loads, is critical in meeting the needs of these new markets.

In order to address the gas storage needs of the natural gas industry, an industry-

driven consortium was created – the Gas Storage Technology Consortium (GSTC). The

objective of the GSTC is to provide a means to accomplish industry-driven research and

development designed to enhance operational flexibility and deliverability of the Nation’s

gas storage system, and provide a cost effective, safe, and reliable supply of natural gas to

meet domestic demand. To accomplish this objective, the project is divided into three

phases that are managed and directed by the GSTC Coordinator.  Base funding for the

consortium is provided by the U.S. Department of Energy (DOE). In addition, funding is

anticipated from the Gas Technology Institute (GTI).

The first phase, Phase 1A, was initiated on September 30, 2003, and is scheduled

for completion on March 31, 2004.  Phase 1A of the project includes the creation of the

GSTC structure, development of constitution (by-laws) for the consortium, and

development and refinement of a technical approach (work plan) for deliverability

enhancement and reservoir management. This report deals with the second 3-months of

the project and encompasses the period December 31, 2003, through March 31, 2004.

During this 3-month period, the dialogue of individuals representing the storage industry,

academia and the U.S. Department of Energy (DOE) continued.  Two meetings were held

to address the creation of a constitution for the operation of the consortium and the

development of the initial Request for Proposals (RFP).  The first meeting was held in
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Atlanta, Georgia, and the second in Houston, Texas.  These meetings resulted in the

development of a consortium constitution and the presentation of the initial draft of the

RFP.

Experimental

This project is in its initial stages therefore there are no experimental results

available at this time.

Results and Discussion

As stated in the first quarterly report, plans were made for a second meeting of the

parties involved in creating a Storage Consortium. This second meeting was held at the

Doubletree Hotel in Atlanta, Georgia, on February 3 and 4. This meeting considered two

issues of importance to the consortium.  The first was the development of a statement of

work/identification of the challenges/research needs of the storage industry and the

second was the approval of the Constitution for the consortium.

To accomplish the first task, the development of a statement of work and

identification of the challenges and research needs of the storage industry, the

Department of Energy (DOE) arranged break-out sessions hosted by Energetics, Inc.

of Morgantown, West Virginia. The report prepared by Energetics, Inc. that summarizes

the input received during these sessions is included in the Appendix and was to be used to

prepare the initial draft of the Request for Proposals.

With respect to the second task, dialogue between the parties continued.  It was

the consensus of the group in attendance that additional work on the constitution was

required before it could be adopted. An ad-hoc committee of individuals representing the

storage industry and academia was named and charged with the challenge of providing

input to the Consortium Director on issues that were viewed to be contentious and needed

further clarification.  The primary issue that had to be addressed dealt with the

publication of data that are the property of individual companies; but may be used to

support research undertaken through the aegis of the storage consortium.  To address

these concerns, a meeting was tentatively planned for early March in Houston, Texas, at

the Sofitel Hotel.
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On March 2, 2004, the GSTC met at the Sofitel Hotel, in Houston, Texas. The

purposes of this meeting were as follows.  Review and approve the latest draft of the

GSTC constitution, consider a draft of the consortium’s initial RFP, distribute GSTC

membership applications and initiate the process of self-nomination for membership to

the EC.

With only minor changes, the constitution for the GSTC was approved as

presented. A copy of the consortium’s constitution is included in the Appendix. The first

draft of RFP was presented and discussed in considerable detail. Given the fact that the

RFP needed to be approved by the Executive Council (EC) of the consortium, further

discussion of the RFP draft was tabled until the EC had been elected and could provide

their respective input. It was fully understood that once the RFP had been approved by

the EC and Consortium Director that it needed to gain approval from the DOE before it

could be posted/circulated.

The next agenda item was the self-nomination for membership to the EC.  It was

agreed that those individuals who elected to serve on the EC needed to provide to the

Consortium Director, a brief biographical sketch.  It was decided that the initial election

for membership to the EC would be conducted via electronic mail.  These elections were

scheduled to occur during March.

The next meeting of the consortium was tentatively scheduled for June in

Morgantown, West Virginia.  The purpose of the meeting is to select the proposals to be

funded by the consortium for year 1.

Subsequent to this meeting in early March, steps were taken to address the action

items that resulted from the input received from the Houston meeting. Biographies were

received by the Consortium Director, distributed to the membership and the election of

the EC took place. The results of this election were as follows:

Karen Benson, Panhandle Energy - 2-year term

Charles Chagannes, Duke Energy Gas Transmission - 2-year term

Larry Chorn, Colorado School of Mines - 2-year term

Larry D. Kennedy, Jr., El Paso Corporation - 2-year term

Andrew Theodos, Columbia Gas Transmission Corporation - 2-year term

Stephen R. Bergin, ONEOK Gas Storage, LLC - 1-year term
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Ramon Harris, Jr., National Fuel Gas Supply Corporation - 1-year term

John Leeson, Dominion Transmission, Inc. - 1-year term

James Philo, Consumers Energy - 1-year term

Moreover, steps were taken to create a web-site for the consortium that can be

accessed by the membership and used to post meeting information et cetera.  The web-

site is a work in process.  It can be accessed at: http://www.energy.psu.edu/gstc/.

Conclusions

The work necessary to bring the consortium from the stage of being a concept to

one of a reality was begun during the first quarter of this project. During the second

quarter, the Gas Storage Technology Consortium (GSTC) became a reality. A road-map

that identified the near-term challenges and research needs of the storage industry was

developed and incorporated in the draft of the Consortium’s first RFP; a constitution for

its governance was approved and is in place, and the election of the Executive Council

took place.

With the completion of the above and the approval by the DOE of a work-plan,

Phase 1-A of the project is completed.  Phase 1-B begins on March 31, 2004. This Phase

sets the stage for the initial round of funding of projects that are selected by the EC in

consultation with the DOE and the Consortium Director.  Subsequent reports will deal

with these activities.
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