








OVERVIEW





STRATEGY  

Based around 10 year plan assumptions




HISTORY OF TRANSWESTERN PIPELINE COMPANY

In 1958 Texas Eastern received the FPC certificate to proceed with the construction of the Transwestern system.  In 1959-1960 approximately 644 miles of 30” pipe was constructed along with stations #3, #5, #7, and #9 as TW’s mainline core.  During that same period the West Texas lateral was constructed which included about 166 miles of 24” pipe and WT-1 station.  In 1967, stations #1, #2, #4, #6, and #8 were constructed as well as new units at stations #3, #5, #7, and #9.  Also in 1967 the West Texas lateral was expanded with a new station WT-2 and a unit added to WT-1.  The West Texas lateral was expanded by adding 76 miles of 24” and 36” loop from 1965 to 1972.  In 1968 about 18 miles of 30” loop was installed on the mainline and in 1969 approximately 281 more miles of 30” was added.  During the beginning of construction, a third line named the Panhandle lateral was being built which consisted of 290.7 miles of 24” pipe.  In 1969, P-3 was constructed on the Panhandle lateral.  Stations P-1, P-2, & P-3 addition was completed in 1982.

The Transwestern system capacity progressed from 350 MMcf/d to 750 MMcf/d through all of the above construction phases.  In 1991, a major expansion was completed which included two new laterals, one into the San Juan Four-Corners, NM area consisting of 96.8 miles of 30” pipe for a capacity of 520 MMcf/d and the other into Topock, CA with a capacity of 400 MMcf/d through 18.4 miles of 24” pipe.  The mainline was also expanded by 340 MMcf/d for a total west capacity of 1090 MMcf/d by completing the loop lines from the San  Juan junction to 4 miles east of the California border.  The San Juan lateral was enhanced several times since 1991 to it’s current capacity 0f 850 MMcf/d.  It was extended into Colorado in 1996 with the purchase of about 33 miles of 30” pipe and the La Plata CS.  Total system capacity to California remains at 1090 MMcf/d with the San Juan lateral at 850 MMcf/d into the mainline.

Current plans are to expand the mainline to 1210 MMcf/d by replacing the existing units at Stations #1, #2, and #3 to increase to horsepower.  This will be in service mid 2002.



































I would discuss the two other expansions we assumed in the 10 year plan here. I believe there was one in 2007 and one in 2010.






























Financial Statements should follow here.
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California Demand for Southwest Supplies



Source:  California Energy Commission
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California Demand for Southwest Supplies

Source:  California Energy Commission
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San Juan Basin Forecast

Source:  Lippman Consulting, Inc.

Basin production peaked in 1999 at 4.3 Bcfd

2.4% decline by 2010 to 3.5 Bcfd

Transwestern is positioned to supplement its San Juan lateral supplies with Rockies gas via NWPL and TransColorado interconnects
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Current Interstate Pipelines to California

		PIPELINE		CAPACITY 
(MMcfd)		MAX DEMAND RATE AND FUEL		2001 Average Throughput

		PG&E-GTN 		1,930		$.2628 + 2.21%		

		Kern River		   700		$.7708 + 1.10%		

		Transwestern		1,090		$.3453 + 5.00%		

		El Paso		3,320		$.3600 + 3.47%		

		Total Delivery Capacity		7,040				
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Proposed Expansions to California
Filed with FERC
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Proposed Expansions to California

		Project		Status		In-Service		Volume 
(mmbtu/d)		Primary Market


		EPNG		Certificate Issued		Aug, 2001		230,000		

		PGT (Phase I)		Certificate Issued		Nov, 2001		200,000		

		Kern River		Certificate Issued		May, 2002		125,000		

		TW Red Rock		Certificate Issued		June, 2002		120,000		

		Southern Trails		Certificate Issued		July, 2002		120,000		

		Kern River		Filed with FERC		May, 2003		885,000		

		Sonoran (Phase I)		Announced		Summer, 2003		750,000		

		EPNG		Announced		Summer, 2003		320,000		

		PGT		Announced		Nov, 2003		400,000		

		CIG Ruby		Announced		Dec, 2003		750,000		

		TW Sun Devil		Announced		Jan, 2004		330,000		

		TOTAL						4,230,000		



Note:  Needs to mention CA take away & bottleneck at the border
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Top 10 Customers by Revenue in 2001

		Company		Revenue		2001%

		Southern California Gas Company		$53,341,529		

		Texaco		$16,539,329		

		Pacific Gas & Electric		$16,001,629		

		Sempra		$14,294,836		

		BP Energy		$10,990,113		

		Duke Energy		$7,621,234		

		El Paso Energy		$7,198,942		

		Burlington Resources		$5,170,685		

		Agave		$4,741,447		

		USGT		$4,672,449		

		Subtotal		$140,572,193		

		Total 2001 Revenue		$????		100%
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Firm Transportation Contract Structure

Definitions

Firm Transportation:  Guaranteed 365 days a year.  Service cannot be interrupted except for an event of force majeure.

Maximum Daily Transportation Quantity (MDQ):  Amount of pipeline capacity reserved for shipper on firm basis.

Demand (or Reservation) charge:  The rate multiplied by the MDQ to derive the amount to be paid to Transwestern for the term of the agreement, regardless of usage.

Commodity (Usage charge:  The rate multiplied by the quantity actually scheduled for transportation each day under the agreement.

Term:  The start and end date of the agreement

Character of Service

The shipper under a firm transportation service agreement “owns” the capacity (its MDQ) on Transwestern’s system.  Transwestern reserves such capacity for the shipper as well as guaranteeing delivery of gas scheduled under the agreement.  In exchange for this reservation and guarantee of service, the shipper pays Transwestern a demand charge for such capacity whether or not it is utilized.
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Capacity Subscription Level By Segment

Weighted average contract term of nearly 9 years

Mainline West 85% subscribed on average through 2005

Blanco to Thoreau 93% subscribed on average through 2005

% of Revenue
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Marketing Strategy

Risk Management



I would add strategy from 10 year plan here.
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Marketing Strategy

Risk Management

I would add strategy from 10 year plan here.
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Marketing Strategy (continued)

Capacity Re-subscription Negotiations



I would add assumptions from 10 year plan here.
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Current Regulatory Regime

Transwestern’s current transportation environment has been shaped by three major regulatory rate filings, as reflected in TW’s currently effective FERC tariff

TW’s 1993 Rate Case Settlement (Docket Nos. RP93-34, et.al)

TW’s 1995 Global Settlement (Docket No. RPP95-271-000)

TW’s 1996 Mini Settlement (Docket Nos. RP95-271, et.al.)

	

Add rate assumptions from 10 year plan here.
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Growing California Markets for Natural Gas



Source:  California Energy Commission

California’s natural gas use will increase from 6,400 MMcfd in 2000 to 7,500 MMcfd in 2010

110,000 MMcfd annual average increase

2.5% projected annual average demand growth for electric generation

All expansion activity based upon long-term, firm transportation contracts
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