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We consider an independent, risk-neutral, natural 
gas marketer that rents a storage facility and trades 
gas in an energy commodity exchange. For the 
sake of simplicity, we assume that the gap between 
ask and bid prices in the exchange is zero, and the 
gas price in the exchange is exogenous and 
random. The facility is valued by the optimal trading 
and operating tactics of a finite or an infinite 
horizon. In particular, the optimal gas purchasing 
decisions follow an inject-up-to curve, and the 
optimal selling decisions are governed by a 
withdrawal-down-to curve. The structural properties 
of and managerial insights into this optimal policy 
are exploited. Meanwhile, we develop a capacity 
valuation approach that grounds in the structural 
properties to evaluate a capacity lease contract and 
conduct a contracting game analysis to elucidate 
which strategies the marketer should imagine to 
enter into a congenial contract with the facility 
owner.
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