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Agua Dulce Hub 3.460 3.40.3.55 3.42·3;,50 122 11

NGPl, SIX 3,460 3.4~3.55 3.42-3,50 .. 267 44
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TraQsco.lOne 1 3.515 3.30-3.55 3.45·3.55 78 15
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Algonquin eyes LNG-linked mainline expansion
Algonquin GHS Tnmsmlssion on Friday launched an open season

to gauge shipper interest in It proposed expansion of its mainline
designed to access new supply sources - inclUding liquefied natural
gas.

Depending on the response to the open season/ which ends October
27, service on the proposed East-to-West Expansion cQuld begJn as early
as November 1, 2008, said Algonquin! a Boston-based subsidiary of
Duke Energy Gas Transmission. ;

The project would involve the addition of compression and looping
(continued on page 4)

us judge allows gas, oil leasing in otero Mesa
A federal judge last week cleared the way for the Bureau of Land

Management to begin gilS ..md oillcasing in a two-connty region of
southeastern New MexiCO that includes the environmentally sensitive
Otero Mesa.

US Distrktjudge Bruce lllack issued the ruling in the US District
Court for the District of New Mexico follOWing a lawsuit brought by
New Mexi<.:o Governor Bill Ri<.:hardson anel the New Mexico \<\Tildemess
AlIiilllCt'. The plaintiffs sought to overturn fiLM's amended resource
milJlilgcOlent pion and final environmental impact statement for energy

(col1Uoued on pase 3)

Des bill talks collapse, may resume next month
Negotiations on a biIlthat would open portions of the Outer

Continental.Shelf to gas and oil drilling have collapsed, but mem­
bers of the House Resources Committee said Friday they plan to pur­
sue ,In agreement during 11 mid-November lame-duck session of
Congress.

Democratic and Republican committee members worked through
last week in hopes of hammering out a'n agreement before Congress
recessed over the weekend for the November midterfIl ,electlons. They
said they were dose to 11 deal but could not agree on some key details.

(conti1Juf'.tl OJ! pa,'{e 5)

Technical rally lifts NYMEX, but cash prices tank

•

A midday buying spree sent the November NYMEX gas
, . futures cantrae! ra.Jlying 22.8 cents Friday to settle at

$5.62/MMBtu. But cash prices headed the other direction,
tumbling between 20 cents and 6S cents due to slug~ish weekend
demand.

"It was just some shOIt-covering/ a NYMEX analyst said of
Friday's run-up. "The market has come down a long way reany fast.
We really don't have nnything fundamental going 'on. It's [a)so') a lit­

(continued on }Jose 2)
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-Mora InfOfmation about Platts 'nalural gas market cO'/Of8ge, including expla­
nations of methodology end descriptions of delivery polOIS, is aV<!lIabla at
YM\v.plaHs.com/Natural Gas/Resources/Methodology & Speclficatlons/.

Questions may also be difected to our merkot editors: Tom Castleman.
(713) 658-3263, tom3sstfeman@platts.com BOO llano Kucher. (202) 3$3­
2147. lIano_kvcner@plaHs.com.

Common Volume Doals

9/29
10/:1.-2

Midpoint Absolute
RockIes

Trons. date:
Flow date(s):

CIG. Rocky Mount~!'~ 2.915 __2.8~2.~~?~_l)~f;~~ ._iQ 11
!<emRivef. Opal plant 2.930 __~•.?Q-~...:.~§_ 2.84--=-3._02__~~9 84
Stanfield, OIB. 3.~~~_ 3.47-3.!3.~_ 3.51-3.59 119 20

Que_st~r._ R~ry ~?ul)_tains 2,680 2.40:2:139 2.5-6-2.80 15 3

~!,.7}'~JlOe Hy.? 3.030 3.92:3.05 _~~..:.3.04 . _~~__ ~o

1'l_?r_~h"'~~SJ,~~:~col ~~~~:s:__ ;2.83-,~:1.0 2.88-3.01 84 13
NOfthwesl, ~I?:I Green_R(1,'E:~_..1.:~~. 2.9Q.3.10 2.94--3.04 30 6

.Canadian Oas

Ir0l:l.lJols. receipts 4.000 3.71-4.15 3.89-4.11 340 4'
Niagnra 3.850 3.7~3.93 3.81·3.90 118 14

Northwest Can. bdr. (Sumns) 3.655 3.52-3.73 3.60-3.71 469 69
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Te)(as Eastern. fl.H (Kosi) 3.615 3.50-3.65 3.58·3.65 86 20

Tronsco: :zone 4 ~.e70 3,49-3.78 3:60;3.74 55 10

Others

Algonquin, receIpts
S'oC81 Gas 3.550 3.4:rS.6,5 3.5Q-.3.61 1431 180

PG&E, South 3,465 3.42-S.53 3.44·3.49 308 42

PG~E.MalIn 3.579 3,49-3.68 3.52-S.62, 337 50

Alliance•. Into Interstates 3.680 3.~3.73 3.62-3.73 287 39

ANR,M~ 7 3.735 3.73·3.75 3_73-3.74 36 5

NGPl, Amarillo receip~, 3.270 3.22-3.30 3:25-3.2~ . 46 9

Northe.m. Ventura 3.605 3.50-3.71 3.55-3.66 66 19

NOf!hef!1, demarc 3.605 3.4g.3.6~ 3.56-3.65 302 51

Dl3cut. ~Aass. 4.005 3.76-4.15 3.91-4.10 .58 7

Oltyg"lo;i$:

NYMEX rallies, but cash retreats ... frolllpnse 1

tie hit of hilrgail1+hunting and a little book.squaring ahea(1 of the
weekend,"

Sources continued to cite longer-term weakness in the futures mar­
ket given tliat storage operators have filled their facilities at an aggres­
sive rate and significant heating demand isn't likely to kick in for
another four to six weeks.

In the spot mmket, some of the hardest-hit points were along the
Gulf Coast, which fell below $4; and in the Rocky Mountains, which
plunged benenth the $3 mark.

I1enry Hub cash sank to a four-year low in the mid·$3.40s early in
the session before settling in the upper $3.605, down more than 50
cents. "It wa~ ugly," a trader said. "We saw some forecasts c,lliing for
[hot} weather across the Gulf Coast, so we hope~ that would offset any
bloodhath in the market. But that didn't happen."

Transcontinental Gas Pipe Line's zone 3 dropped about a half-dollar
to average near $3.70, while th~ Houston Ship Channel fell SS cents to
settle in the high $3.405.

In the S\lnshine State, Florida Gas Transmission called an underage
alert through Monday on its system due to high linepack and milder
'Neather forecast over the next few days, according: to a web site post­
ing. Buyers shied away from Florida Gas, preferring to schedule short
rather than pay penalties due to the alert! a trader said. As a result,
prices in Florida Gas' zone 3 plummeted about 60 cents.

'We just don't know where the bottom is'
In the Northeast, where prices tanked as much as 6Q cents, several

traders observed a late rebound that lured in some buyers who had
been sitting out the session. However, those late volumes weren't
enough to drive midpoints substantially higher.

"It's just the same story for prices as the past couple of days, but
lower," one Northeast trader said. "We just don't know where the bot­
tonl is."

Transco's zone 6*New York fell more than 45 cents to average below
$4 for the first \lme since iate September 2002. Both l'nmsco 6 no~­
New York and Texas Eastern Transmission's zone M-3 lost about (I half­
dollar, while Tennessee Gas Pipeline's zone 6 came off more than 4S
cents.

In Appalachiil, Columbia Gas Transmission nosecHved about 60
cents, while Dominion Transmission feU more than 5S cents.

Rockies prices, which had recovered from five~ye<n lows earlier in
the month, retreated back toward those levels again Friday, falling more
than 60 cents at most points. Traders attributed the wE::akness to nlild
weather, full storage caverns and a persistently bearish tenor in the
market.

Kern River Gas Transmission at the Opal, Wyoming, plant slid
around 35 cents to average in the iow $2.90s after sinking to near
$2.80. Colorado Interstate Gas dropped to the mid~$2.80sbefore aver­
aging a couple of ccnr:> below Opal. Northwest Pipeline's south of
Green River stHtion and Wyoming pool each shed more than a quarter
to Unish the day below $3.

Stlma~, Washington, prices were comparatively strong, sliding about
20 cents from Thursday's levels. 1n western Canada, AECO-NlT point
fell around 30 ('cnts, while Westcoast's Energy's station 2 sank about a
quarter.

In the Southwest, where prices gave back as much as 45 cents, the
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MMS to spend $250 million to protect shorelines

pace was "~fast and furious" due to an ilbumlance of storage buyers in the market,
ill.Tording to il California trader.

Pacific Gas & Electric issued operational flow orders on its system for Friday
and Saturday with <J 5% tolerance, and the PG&E city~gale slid nearly 45 ccnts.
Southern California Gas dropped around 3S cents, while Malin, Oregon, trekked
lleacly 40 cents lower.

In the production basins, El Paso Natural Gas in the San Juan sank about 40
cents, £1 Paso in the Permian feB a quarter and Waha gave back more than 30
cents.

In the ?\·fjdwntinent, utility demand remained light (md prices tumbled.
Natural Gas Pipeline Co. of America's Texok ZOne widened its premium to

O,.IlterPoint's EHst zone to mOIl' than 15 cents as Texok fell around it half-dollar
and CenterPoint East lost nearly S5 cents.

Natural's Midcontinent zone nnd Panhandle Blstern Pipe Line both came off
nearly 40 cents, while ANR Pipeline in Oklahoma fell more than 30 cents.

lvfany upper Midwest traders stayed on the sidelines to balance monthly gas
portfolios in what was a quiet session, sources said. Shippels were forced to find
new purchase points for gas resale as cooler weather in Canada bolstered prices at
the Emerson point, which was seen trading (lround $3.70 early in the session,
around 15 cents below its previous midpoint

ANR Pipeline's ML 7 zone fell around 35 cents, as did Northern Natural Gas'
demarcation and Ventura, Iowa, points. The Chicago city-gates tumbled more
than S5 cents, 'while Michigan Consolidated Gas and Consumers Energy both
gave back about a half.dollar. - Market Staff Reports

The Minerals M,magement Service will distribute $250 million/year from its
royCllty collections to six coastal stiltes to fund projects designed to alleviate the
impact of offshore gas and oil drilling.

The Coastal Impact Assistance Program, part of the Energy Policy Act of 200S,
will dole out the money to coastal cities, towns and states including Alaska,
Ahib<tma, California, Louisiana/ Mississippi and Texas. uThese funds can be
npplled to projects and activities for the conservation, protection, or restoration of
coastal and wethmd areas," MMS Director Johnnie Burton said.

The reaction in storm-ravaged Louisiana was positive but restrained, "Any
money that could be directed to coastal restoration is helpful," said Democratic
Senntor Ivlmy Landrieu's press secretary, Stephanie All~n. "What is really needed is
to pass a revenue sharing bill that will equal billions of dollars to properly restore
the coastline."

Early last week, Landrieu pleaded with her peers in Congress to pass a now­
stalled bill that would have opened up more of the country's coastline to drilling
lind shared more offshore royalties with the coastal s~ates (see story, page 1). BlI

",~QJQ,):!~b' IY12Y!'l<.!!!.I!! .. , _ 2;.f;l~...", ~·fP" +54
~fl.~I\'~r, OP.l:!t£!ant . __ . ,..,;a,~t..:... "_.:o.~,~E-,~,, .+!?1

Stanfield. Ore. 4.21 3.94 ·27
Quest?f,.Roc"y f'.lountains 2.78 3.15 +37

~C.h(Jye.n!)QJ-'l!.b, 3.4,5 3~50 +5
_N!?r.~h....~e;;-,.'_\o,yQ.,£'.o~!, 3.12 .::q6 +14
Northwest. s: of Green River 2.87 3.26 +39

Judge allows leasing in Otero Mesa ... from paRe 1

leasing in Otero tllld Siena counties.
The complaint argued that BLM failed to prOVide adequate protection of natu­

ral resources in the Otero Mesa and Nutt Grasslands portions of the proposed
drilling area.

{n his rUling, Black noted that the grasslands "are highly Significant environ·
mental resources, as they constitute some of the last large and relatively unfrag­
mented ChihuahuJll Desert grasslands in the United States." However, the
judge said most of the plaintiffs' challenges to ELM's development plan lacked
merit.

Richardson, a Demotrat, said he ,,\'ou1d confer with New Mexico Attorney
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General Patricia Madrid on whether to aPP~<-l1 the decision to the 10th Cirelli{
Court of Appellis "or to fight to protect Otero Mesa through other avenues."

Linda Rundell, fiLM's New Mexico state director, said the bureau was pleased
with the judge's decision. uWe had developed a very good phm that allowed for
some oil and gas development to occur while still providing special protection for
the Otero Mesa area," she said.

llob Gallagher,president of the New Mexico Oil ilDd Gas Association, also
expressed satisfaction with the ruling. He said the decision didn't come liS a sur­
prbe "given the length of time and the resources the BLM put into it.1/

Gallagher said his group views the BLM's plan, passed In January 2005, [IS

"very restrictive in nature - in some cases we believe it is overly restrictive - but
it 1s acceptable and doable."

IIe said Black's ruling clears the way for the BLM to begin offering parcels in
the planning area for leasing. He said he spoke with Runden "auout an hour after
the decision came out" to encourage her to schedule a lease sale as soon as possi­
ble. "It's time to move forward in a timely manner:' he said.

Nathan Newcomer, media director for NMWA, said the group likely would
appeal the ruling. lIe also said NMWA plans to call on US Senator Jeff Bingaman,
a New Mexico Democrat, .to sponsor federal legislation to put the Otero Mesa area
off-limits to gas and oil developmetlt.

BLM's policy "has been dictated by the Bush administration, where the num~

ber one priority of all federal agencies Is expedite oil and gas drilling on all public
lantIs," Ne\vcomer maintained, lilt was clear the people of New Mexico, the gover­
nor, the attorney general, our organization, and a coalition of hunters, business
leaders and religious leaders all wanted to see Otero Mesa, its wildlife and its
fresh-water aquifers protected. We were ignored."

Currently, there are 28 active leases in Otero County, 17 of which are in the
grasslands area in ,dispute. Most of these leases were'issued in the 1980s or
1990s.

"lnitially, when \"C started the planning process back in the late '90s, there
were about 70,000 fedewl acres under lease and roughly the same amount of
state lamV' Rundell said. "My understanding is that retently many of those
leases have been allowed to expire, and we now only have about 20,000 acres
under lease."

Following approval of the RMPA and final EIS, fiLM heid a lease sale for a sin­
gle l,600·acrc parcel of land in the Bennett Ranch Unit on Otero Mesa. The sale
engendered a single bid from Roswel1~basedHarvey E. Yates Company.

The only portion of Black's ruling the plaintiffs deemed favorable W;-lS an order
that "some type of slte~specificenvironmental a~alysis must be performed before
the BRU lease may be executed." Newcomer said that mandate "gives us a small
victory,"

But Gallagher said he thinks the fudge lIoverstepped his boundaries" in cfilling
for a site-specific study for the BRU lease. fll think there needs to be some consid­
eration about asking for a rehearing on that/' he said. 1M

Algonquin eyes LNG-linked expansion ... (rom poge 1

on the existing mainline system, with new capacity to be added as warranted,
Algonquin said. The company said it would use existing rights of way to mini­
mize the impact on the environment and landowners along the route.

"Algonquin's strategic proximity to proposed new sources of LNG supply at
the eastern end of its system offers shippers a ground·f1oor opportunity to reach
growing Northeilst markets,n said Bill Yardley, DEGT's vice president of marketing,
business development and customer service. "Through the use of existing infra­
structure, the East-to~WestExpansion will provide an economicCl! option for our
l\lgonquin customers."
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Qulf COll!.t spot
J,%, Re,Sid 39.00-39.10 6,21
3% Re?J,d 39.40--39.60 6,28

Crude spot

.-.WIL(9~LL_ , ,6:?,8l,~1?2,.83 9.99

New York spot

~!O.g_ 69.49-69.59 11.911

~q:;\~JHt§I(1. Hr 45.6!}45.80 7.27
0.3% Ilesld lP 50.4?:50.!35 8.0,f
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WInter Summer

2001·08 2008

, 2~'U~.99_ 67,500
i72.OQQ ' ·.,.H~~~Q,~~_

27.250 26.000

:!-9·opq .g,·9QO
-J,~&PQ,_~ +11.250
-22 .COO ----:-8:000-~-

~10.000 18.000
-117.500 ·83.?09

·66.500 ·24.000
-95,000 ·48,000
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D/ices i."I cE'nls/MMBli;. Swnrnm season is Aprll·OclolJ.er. Winler is t~wefl"lJer-1',la,rh.

Between Algonquin ,mel Maritimes and Northeast Pipeline, \\'hich is part­
owned by Duke Energy, "we're <l very COilsta] system," said Algonquin spokesman

John Sheridnn.
Among the proposed and/or <lpproved LNG projects the expanded Algonquin

mainline could access, according to Sheridan: the Canapon LNG terminal in New
Brunswick; the Northeast Gateway terminal near Gloucester, Massi1chusetts; the

Neptune LNG facility north of Boston; and the Bear Ilead terminal in Nova
Scotia.

"Algonquin and East Coast markets are growing rapidly, and it is our strategy
to bring gas in from ,ill pOints/' whether from newly built LNG receipt terminals
or from onshore production basins in the West! where ne,,\' pipelines are being
built to carry gas eastward, Sheridan said.

"It's hard to figure out which projects are going to go and which aren't, so we
wIll see what th~ open season brings," he said, adding that receiving ilpprovaJ from
the Federal Energy Regulatory Commission would likely t<lke a YCClr or so. SGS

OCS drilling bill eludes Congress .,. from pa.~e 1

"We remain confident that we will complete a bill this year," the lawmakers
said in a statement.

Senate Energy and Natunll Resources Committee Chairman Pete Domenici,
Republican-New,Mexico, said Friday he was "disappointed" that Congress was
recessing without an OCS bill. He urged the House to "step back and reflect on a
number of compromises ·the Senate has offered."

The Seo.atc measure passed in early August (GD 8/2) would open 8.3 million
acres in the Gulf of Mexico to drilling, inclu<Hng nearly 2 million acres that were
dropped from the federal government's OCS Lease Sale 181 five years ago. It alsa

includes a provision to sh.ue with four Gulf states 37.5% of revenues derived
from gas and oil prodnced in the region.

The House bill passed in !ate]une (GD 6/30) is much broader in scope. It
would lift the congressional moratorium on nearly aU OCS drilling beyond 100
miles Hnd allow states to decide whether to allow drilling between SO and 100
miles of their shores.

,Despite pressure from the exploration·and~productionindustry and cmt·user
groups to pass some form of pro~drilling legislation this summer, members of
both chambers have expressed skepticism that the chasm between the t',\'o bills
could be bridged durJng House/Senate conference talks (GD 9/8).

David Schryver, executive vice president of the American PubHc Gas
Association, said the failure of Gongress to pass a bill is "extremely frustrating to
om membership." He called the legislation "one of the most critical issnes that

Nov Dec Wlntat Summer
2006 2006 2006·07 2007

. ~r~ns99!2m~ .§-!'l·Y;-oo +!,,==",•• Jt8.22.Q__ .._j,5~QQQ.~.~1,2-,5?O 9.?.fl.99.
}~a,,£astcm. 03~~~5~.gQO· 114~Oo¢ 1?B.750 6~1£5'p
Co!uml?Ja ges.. ~pp~!aChla 17,2.59 '25.QOO 25.500 2$.000
Tran sco,lope3 .. _~.,,9:.~P.O '.:c.c ... IJ92Q..•. "J9:})qg 13.000
n'lilh!!(]g,~A,..,;~ .j3:5OQ:,g;.§QiL.-.-.~W;QQQ;~.",-:i9..:.@i'",
t~Jc~go,;city:g6ti.l:S' ' -·hMO -,·q,i560 '9.$06 ·11.000
MlchCon clty-gate 15.500 10;250 0.000 8.250
pa-nhandle. TX,.,Qkla. :67.500 ·73.500 ·80.000 ·73.000
HQus\On.Ship eh'annel -34:250 ·5,1,500 .58'-000 ·24.000
Waha ·62.0DO ·82,000 ·82.500 -52.500
El.P,!:;o./;'el.miilo. B~:;ln. ~7,;.t5.o0 _;~3~OQ.0 ·94.500 ·73.250
Northwest Pipe. RockIes .' ·119.000-117.500·132.500 .17.2.5_@

. SOC~lGa~-----··- -,- --·47'.000 .. ·-.6i~OO(i -. -.67:i50 ·57.000

E! Paso. San Jua·o Basin -80,000 ·120.000 ·107.500 ·104.000
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Congress is dealing with right now."
IIWhether it's the Sennle bill or the Ilouse bill, just getting something passed

would signal the markets that mort? domestic natur<ll gas would be delivered to
the market in the near futmer" he told Platts. "That would h<lve a very positive
impact on prices."

Over the next five weeks, APGA's member utilities "will be hitting their
congressional delegations hard back in their districts and states and urging
them to pass something when they come back for a lame duck session,"
Schryver said.

"Today it became clear that the US Congress wlll not take further action on
oes energy legislation before the mid~term elections, 'I said Jack Ger;ud, president
and CEO of the American Chemistry Council.

"vVhile we are dismayed that the Congress will be recessing this week
without completing work on critically needed American energy supply. legisla¥
Hon; we have carefully noted the statements from the House and Senate that

promise continued work on the legislatioil in the post-election session,"

Gerard said.
" yVe are absolutely counting on Congress to keep their word and finish the

job, and we will work hard to help make that happen," he added. "Every day

that goes by without a law that brings more American energy to market increas~

es the risks." D'YVjRAW

Deadline passes for sale
of Bear Head LNG terminal

The deadline to complete the sale of the Bear Head
liquefied natural gas import terminal in Nova Scotia has
expired, owner Anadarko Petroleum said last week

In a filing with the Securities and Exchange
Commission, Anadarko said it ~is considering its strate·
gic options with respect to the Bear Head LNG facility
and will convey any information (elated to such facility at
the appropriate time." An Anadarko spokeswomnn said
Friday that "thore are several OPtions available to us" but
could not say when the company might make a decision.

Anadarko purchased the Bear Head facility from Access
Northeast Energy In 2004 (GO 8/13/04), and began con­
struction on the 1 Bcfjd termInal later that year. But the
company quickly ran Into difficulty securing long-term LNG
supplies for the facility and had considered mothballing lhe
project before arranging to sell it to the private equity firm

US Venture Energy for $125 million (GO 7/11).
. The sale of Bear Head would have been consistent

with Anadarko's plans to divest Its entire Canadian sub­
sidiary to help fund its double-barreled acquisition of
l<err-McGee and Western Gas Resources, Ana9arko
Senior Vice President Karl Kurz said in July. MT
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8e our guest on Oct 18, 2006 and Join us for (l cocktail rcceplion
after the presentation and discussIon.
lhl3 forum Is provIded free 10 interested parties,As space is limited, tegislrA·
tion is on afirst·come, first-served basis and will be limited to a fIla~imlJt1I

of three persons pe( company.

ri,;T6':io·'·.SIQ{t'oflnrrOOn C '(il' tatIS.CQtll, 1."202·942·8719

9/30/2005

1,483
1.273

537

Week ending 9/29/20069/22/2006 ehg.

Total US rigs . "'" 1.744 1,754 -10
, TOJa! 'l!~ g~s' rlg~ 1,145 1,450 ·5

19.t.'!UJaE'§.~i?.n.~~?.;." A5~ ~80 -27

California limits Imports
of coal-fired electricity

California Governor Arnold Schwarzeneggef on rrldfly
signed a billlhat will tlmit the state's coaHired imports hy
reqUiring signed contracts for baseload power to comply
with a greenhouse gas performance standard based on
the typical emissions profile of a natural gas·fired plont.

The meas.ure, S.8. 1368. will require Ulat the GHG
slandard not exceed emissions from combined·cycle gas
generation (GO 9/5). The law applies to power compa·
nies and utilities that enter into new or renegotiated
energy contracts lasting at least five years.

QWith this bill, we make a real dent in time against
greenhouse gas emlsslons,~ said Senate President Pro
Tern Don Perata, the bill's author. ~Given the expense
and emissIons from some current energy sources, requir­
ing power compClnies Clnd utilities to ffml cleaner sources
makes strategic sense In the fight against global W8f1"J'j-.
Jog and makes economic sense,~

About 20% of California's energy comeS from coal.
the California Energy Commission said, but the majority
of the coal-fired plants are located outside the state.
Under the new law, municipal utilities will need to comply
with S.B. 1368's requirements. -=:.J

,

(In Bct) Eot.t Wost Total

,;,YYP!~J(llUt<l§,,' , 2~?,51 206.5Q ' 1\39,01

"~:~~a~~~y~~-~~-- -'~~"~"91'~~~% 9q;~~% .9~:~;'1<
·"Worklng Gos 226.40 213.20 t139.OU

~_~[ll:,?~;:J9~:.;...:..~"'~:..;;.;.;;.~~..;::.._;...;..::..,,',>

The lnformatlon contained In this report IS obtained rrom sources
consldmed to btl reliabfe. However. the information contnined here·
In cannot be guaranteed with (aspect \0 its 8ccuracy or complete·
ness, CanadIan Enerdata ltd. assumes no rcsponsibiHly for eiUlcr
the direct or indirect usa of the informntion conl<linedherein,

G:..;'I!{~!l~~?~~f.I~~;Y~~~ll:Cj!1 "t
plalfs Pricing Methodology Forum for
Natural Gas & Electricity Markets

Buying gas throughoul the year 'the responsible thing to do'
"Consumers mtlst understand that while prices are down, it may be different

when they receive their bills this winter because there is a good chance their utili­
ty has hedged," he said. That means the rates customers pay for gas they use this
coming December through March may Hot reflect the current NYMEX price for
those months, he said.

Schryver stressed that munis "are always on the hook" to explain to their local
governments how they are protecting customers from price spikes and volatilitYI
and hedging - while it doesn't guarantee below~marketrates - does give cus­
tomers the predictability they desire.

Magnuson offered a similar view. "If the weather Is colder and customers dq
"lISe more gas, even if it costs less per therOl, they could pay as much as what they
paid last year," she said. Despite the recent pullback in wholesale prkes, heating
bills "will still be in the neighborhood of the highest prices that people have paid
in our lifetime," she said,

Magnuson noted that many of the investor-owned utilities AGA represents are
allowed to use various types of hedging tools to protect against volatility - but
such instruments don't gumantee that a utility pays the lowest possible price for
gas.

"If they were buying gas in the first six months of 2006, they paid more for
gfls than they did during the first six months of 200S," she said. "So you have to
roll in that higher-price gas that they paid earlier this year with what they are
buying now."

Still, procuring gas supplies throughout the year /lis the responsible thing to do,"
she said. IIThink hack II year ago. If utilities hiH.1 waited until September and October
to acquire'lTIost of their supplies, there would have been disastrous consequences.
They would have been buying gas after the- hurricanes ,it unheard of prices." RAW

Several utHit·ics unnounted substJntial rate Cllts last week in response to
declining wholesale gas prices. fiut representatives of the American Public Gas
Association and the AmeriGlD Gas Association :my those actions don't necessarily
signal 11 national trend.

The October NYMEX gas futures contrtlct last week expired ncar a fonr~year

prompt-month low, cash prices fell below $4/MMlltu in 1110st regions and gas
storage inventories topped 3.25 Tcf with more than a month left in the tradition~

"I refill season (CD 9129).
While that confluence of events is seemingly good news for residential utility

consumers, there are rClveats, according to David Schryver, executive vice presi­
dent of APGA, and Daphne r..'fagnusol1, AGA's communications director.

I'A 11l1mber of systems, municipals and investor-owned utilities have initiated
hedge plans to combat price volatility and, as a result of those plans, they entered
into contracts based on prices that were posted several months ago," Schryver
explained.,"Right.now, the hedges for winter are yielding a price above the cur­
rent NYMfiX winter price./I

APGA represents 650 municipal utilities in 36 states th<1t serve about 5 mUlion
cU:itomers, and the group is surveying them to find out how many use financial
and physici:\l :hedges as part of their gas buying strategies.

Utility bills may be slow to track gas prices lower
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Winter gas forwards climb as lack of fundamentals drive NYMEX lower
November gtJs forwards strengthened in

Central and Western market::; but fell along
the East Coast as the October NYMEX gas
futures contmct rolled off the board
Wednesday and the November contract
retreated as it took the prompt-month posi.
tion.

West Coast basis for November climbed
between a dime and 3S cents, while "vinter
basis rose in most markets between a nickel
and 20 cents.

Northwest Pipeline Rockies November
climbed 34 cents to minus $1.19/MMBtu,
while winter rose ]3 cents to minus $1.325.

In the Great Lakes region, November
bnsis gains were more modest, about a nick­
el, as cash cratered in late week. "Cnsh is
extremely weak, and between that and the
NYMEX, those two togethe.r" limited basis.

gains, a Michigan-based trader said. "There
are not many hoks in the ground to put
the gas," he added.

Chicago city-gates November basis fin~

ished the week 6 cents higher at plus 1.5
cents, while winter rose 1.75 cents to minus
9.5 cents.

In the lower Midcontinent, ~est Texas
markets rose between (l dime and 15 cents
for November, while winter basis. rose closer

to a nickel.
At Houston Ship Channel is East Texas,

however, where demand has thinned in the
past conple of weeks, November basis rose
about a nickel, while winter gained 4.5
cents.

Northeast November basis slid
between a penny and 6 cents as the
November contract tumbled after moving

into prompt position Thursday. Winter
basis rose, however, despite a weaker

NYMEX strip, as the last of the summer

months fell of{ the board and the markt't

focused on winter.
"The [higher] demand h merely that

it's that time of year to get the winter
term business done," an East COilst trader

said.
The winter NYMEX strip fen 9.8 cents

over the week, but Northeast winter basis
defied downward pressure and rose 3.25
cents in the New York mmket, while Texas

Eastern Transmission zone M-3 rose 6 (ents
for Winter.

"There's been a little more demand for

winter this past week. That's why wt"ve set'o
the terms get bid up while the winter
NYMEX has been falling," the tIilder said. SN

Henry EI Paso AgUB lransco Katy Korn, Panhandl& Chicago Col. Gas Soeal

~M~_Basis Is theNY/,iE~ 1,I~r,rY,H~b/~,a~,~<lSis-djfj~rentJ;j1calculatedfrOffi the, fieaf-moothSelllemenl~_f, $~-,6~~-
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Rpt. Date long Short Spleadlng

26-Sep 139.249 99.014 343.5CO
19-5ep 115.7<t9 82.832 3tH,!!']
12-Sep 121,290 8L232 361,OJb

Funds boost long, short positions
Noncommercial traders increased both

long and sllort positions in the NYMEX Henry
Hub futures contract for tlw week ending
Septembet 26, according to the Commodity
Futures Trading Commission's Commitments of
Traders report issued Friday.

Noncommerclal traders, or funds, were

58.44% long, compared with 58.29% long a
week earlier. Their overallll0Jdings rose by
39,682 lots to 238,263, compared with
198,581 contracts as of September 19.
Noncommercial traders were net rang by
40,235 contracts compared with 32,917 a
week earlier. They held 139,2119 long positions
as of September 26, up from 115,749 a week
earlier, while their short positions increased to
99,014 from 82,832 as of September 19.

Meanwhile, commercial traders' overall hold·
ings decreased for the week ending September
19. Commercial traders came in 54.34% short,
V$. 53.77% short a week earlier. The repoll said
commercial tmders as of September 26 11eld
849,175 contracts -387,733 long Dnd
461,442 short. Those numbers represent a
total decrease of 1,221 contracts from the
week ending September 19, when commorclal
traders held a total of 850,396 contracts ­
393,169 long and 457,227 short.

~1.620

Opal Tx.--Ok. clty·gatas Appa.Hub PermIAn Dulce ZonG 3

09/25 09/26 09/27 09/28 09/29
~-- 9.00
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Plaits 10th Annual Mexican Energy Conference brings together key regulators and executives
from leading energy companies, to discuss critical issues.

Hear the Latest Plans from Government Policy Makers and Regulators:

Francisco Acosta Arredondo' Rafael Alexandri Rionda • Hector Moreira Rodriguez
Secretaria de Energia (SENER)

Alejandro Brena • Alejandro Peraza
Comision Reguladora de Energia (CRE)

Alberto Ramos Elorduy
Comision Federal de Eleclricidad (CFE)

Gain Insights on Critical Issues Facing the Oil, Gas, and Power Sectors:

Impact of the election on energy policies and reform

E&P - Potential for deepwater, funding, and private participation

Gas Infrastruclure - Plans for LNG terminals, pipelines, and storage

Capacity Growth and Power Alternatives ..:-. Plans for nuclear, self-supply, wind, and biogas

From Over 20 Industry Leaders, including:

Sue Bradham, Sempra LNG' Stuart Kampel, TransCanada Pipelines

Mario Goudinoft, Banobras • Rimas Puskorius, IFC • Walter Vergara, World Bank

Susana Vivares, WestLB

Arturo Carvajal, Ernst & Young • Santiago Carniado, Standard & Poor's

Eduardo Andrade, AMEE • Jaime Arimany, FERCCA

Barry MachI/II, Mayer, Brown, Rowe & Maw

Miriam Grunstein, Thompson & Knight

Esteban Jacques, C3 International, S.C.• Luis Vera, Vera, Carvajal & 50Sa

For a complete agenda or to register, visit our website at www.events.platts.com or cail
1-866-355-2930 (toil-free in the USA) or 1-781-860-6100 (direct).


