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National Petroleum Council National Petroleum Council ––
Study on Balancing Natural Gas Policy, Sept. 2003Study on Balancing Natural Gas Policy, Sept. 2003

►► New, largeNew, large--scale resources such scale resources such 
as Arctic gas and LNG are as Arctic gas and LNG are 
available and could meet 20available and could meet 20--25% 25% 
US demand, but are higher cost, US demand, but are higher cost, 
have longer lead times and face have longer lead times and face 
major barriers to development.major barriers to development.

►► Pipeline and distribution Pipeline and distribution 
investments infrastructure will investments infrastructure will 
average $8 billion per year, with average $8 billion per year, with 
an increasing share required to an increasing share required to 
sustain the reliability of existing sustain the reliability of existing 
infrastructure.infrastructure.

►► Regulatory barriers to long term Regulatory barriers to long term 
contracts for transportation and contracts for transportation and 
storage impair infrastructure storage impair infrastructure 
investmentinvestment

► Federal and State regulators should provide 
regulatory certainty by maintaining a 
consistent cost recovery and contracting 
environment

► Local, state, and federal permit reviews of 
major infrastructure projects should occur 
within a one year period utilizing a “Joint 
Agency Review Process”

►► Regulatory policies should address the Regulatory policies should address the 
barriers to longbarriers to long--term, firm contracts for term, firm contracts for 
entities providing service to human needs entities providing service to human needs 
customerscustomers

► FERC should allow operators to configure 
transportation and storage infrastructure and 
related tariff services to meet changing 
market demand profiles

► Regulators should encourage collaborative 
research into more efficient and less 
expensive infrastructure options

Transmission, Distribution, & Transmission, Distribution, & 
Storage Task Group findings: Storage Task Group findings: 

Recommendations to sustain Recommendations to sustain 
and enhance infrastructure:and enhance infrastructure:



20042004––2014 (Bcf/d)2014 (Bcf/d)

Major Changes in Gas FlowsMajor Changes in Gas Flows5.15.1
ArcticArctic
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Tetco M3 FOM

Tetco M3 Daily

Winter Price Signals in New YorkWinter Price Signals in New York
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TGP Z6 Gas
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Winter 2002 Winter 2002 –– 2005 Gas Prices2005 Gas Prices
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Tennessee Gas Pipeline CompanyTennessee Gas Pipeline Company
Transportation Cost ShareTransportation Cost Share

$0.00

$2.00

$4.00

$6.00

$8.00

$10.00

$12.00

1997 1998 1999 2000 2001 2002 2003 2004 2005

Demand Rate + Commodity Rate + Fuel Cost + Gas Cost
Demand Rate + Commodity Rate + Fuel Cost
Demand Rate + Commodity Rate
Demand Rate

1997
Demand % of Total Cost 

17 %

2005
Demand % of Total Cost 
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Delivered Gas Cost in New England



Why is Gas the Stepchild Fuel?Why is Gas the Stepchild Fuel?

Let’s compare the total fuel chain for Let’s compare the total fuel chain for 
nuclear, coal, oil and gasnuclear, coal, oil and gas

People often ask: People often ask: 
Are we overly committed to gas?Are we overly committed to gas?



How Do Power Plants How Do Power Plants 
Manage the Supply Chain?Manage the Supply Chain?

►► StorageStorage
►► LongLong--term supply contractsterm supply contracts
►► Firm transportation contracts and facilitiesFirm transportation contracts and facilities
►► Integrated logistical planning vs.Integrated logistical planning vs.

“just“just--inin--time” schedulingtime” scheduling
►► Full value chain assessmentFull value chain assessment

The question should be:The question should be:
Do we have Do we have enoughenough commitments to gas?commitments to gas?

Gas versus other fuels:Gas versus other fuels:



TrinidadTrinidad
1.271.27

Importing countryImporting country

Exporting countryExporting country

FranceFrance
1.031.03

SpainSpain
1.811.81

BelgiumBelgium
0.300.30

MalaysiaMalaysia
2.642.64

BruneiBrunei
0.930.93

IndonesiaIndonesia
3.253.25

AustraliaAustralia
1.161.16

Taiwan 0.90Taiwan 0.90
Korea 2.92Korea 2.92

U.S.U.S.
0.160.16 U.S.

1.78
Japan 7.45Japan 7.45

Algeria
2.36

Italy 0.20
Turkey 0.38

Qatar 2.39

Nigeria
1.24

Oman 0.91

Source: CEDIGAZSource: CEDIGAZ

2004 in Bcf/d2004 in Bcf/d

Abu Dhabi 0.76

Total 17.2 Bcf/dTotal 17.2 Bcf/d

Libya
0.06

IndiaIndia
0.260.26

PortugalPortugal
0.130.13

Why Are We Different than Why Are We Different than 
the Rest of the World?the Rest of the World?

Traditional LNG Supply Arrangements:Traditional LNG Supply Arrangements:__
Long term contracts: 20+ yearsLong term contracts: 20+ years

••Risk sharing; buyer takes volume risk, Risk sharing; buyer takes volume risk, 
seller takes price riskseller takes price risk
••Take or PayTake or Pay & & Price EscalationPrice Escalation provisionsprovisions

Pricing: Complicated compared to USPricing: Complicated compared to US
••Tied to oil, not gas on gas competitionTied to oil, not gas on gas competition



LNG: Price Taker, Not Price MakerLNG: Price Taker, Not Price Maker
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North American Gas Resource CostsNorth American Gas Resource Costs

Increasing Costs of Marginal Supply Increasing Costs of Marginal Supply 
Sets Price Floor at $3.50 Sets Price Floor at $3.50 

$3.38 $3.38 
at the wellheadat the wellhead

Average price at Henry Hub in Average price at Henry Hub in 
2004= $5.85/ 2004= $5.85/ MMcfMMcf

13.3 Bcfd



El Paso Growth ProjectsEl Paso Growth Projects

0.60.6

0.50.5

0.20.2

Seafarer Pipeline
$354 MM

2008
800 MMcf/d

SNG North and SNG North and 
South System South System 

$445 MM$445 MM
20022002––20032003––20042004

699 MMcf/d699 MMcf/d

EPNG Line 2000 Power UpEPNG Line 2000 Power Up
$136 MM$136 MM

June 2004June 2004
320 MMcf/d320 MMcf/d

ANR WestlegANR Westleg
$48 MM$48 MM

20042004
218 MMcf/d218 MMcf/d

WIC Medicine Bow 
Expansion

$58 MM
2007–2009
560 MMcf/d

EPNG Cadiz to Ehrenberg EPNG Cadiz to Ehrenberg 
(Line 1903)(Line 1903)

$74 MM$74 MM
December 2005December 2005

372 MMcf/d372 MMcf/d

ANR EastlegANR Eastleg
$17 MM$17 MM

20052005
142 MMcf/d142 MMcf/d

TGP TGP 
Northeast Northeast 

ConneXion ConneXion 
New EnglandNew England

$102 MM$102 MM
20082008

136 MMcf/d136 MMcf/d

TGP Northeast TGP Northeast 
ConneXionConneXion

NY/NJNY/NJ
$24 MM$24 MM

20062006
41 MMcf/d41 MMcf/d

ANR NorthlegANR Northleg
$13 MM$13 MM

20052005
110 MMcf/d110 MMcf/d

WIC Piceance Lateral WIC Piceance Lateral 
ExpansionExpansion
$120 MM$120 MM

December 2005December 2005
333 MMcf/d333 MMcf/d

TGP Distrigas
$35 MM

2007
72 MMcf/d

EPNG
Phoenix East Valley Line

$49 MM
September 2005

305 MMcf/d

TGPTGP
LA Deepwater LinkLA Deepwater Link

$28 MM$28 MM
April 2007April 2007

850 MMcf/d850 MMcf/d

ANR Wisconsin 2006 ANR Wisconsin 2006 
ExpansionExpansion

$46 MM$46 MM
20062006

168 MMcf/d168 MMcf/d

TGP/EPNG Sonora Project
$TBD
2009

TBD MMcf/d

WIC Mainline
Expansion

$63 MM
2007

198 MMcf/d

TGP/ANR Supply 
Attachment Projects

$113 MM
2005-2009

TGP LPG ReynosaTGP LPG Reynosa
$44 MM (50%)$44 MM (50%)

20062006
30,000 Bbl/d30,000 Bbl/d

FGT Phase VIIFGT Phase VII
$63 MM$63 MM

May 2007May 2007
100 MMcf/d100 MMcf/d

TGP/ANRTGP/ANR
Eugene Island 371Eugene Island 371

$14 MM$14 MM
April 2006April 2006

350 MMcf/d350 MMcf/d

CIG Raton Basin ExpansionCIG Raton Basin Expansion
$91 MM$91 MM

20052005––20082008
175 MMcf/d175 MMcf/d

Cheyenne PlainsCheyenne Plains
$416 MM$416 MM

20042004--20072007
961 MMcf/d961 MMcf/d

SNG Elba Island SNG Elba Island 
Expansion Expansion 

$157 MM$157 MM
1Q 20061Q 2006
3.5 Bcf3.5 Bcf

SNG Cypress SNG Cypress 
Expansion Expansion 

$240 MM$240 MM
20072007

220 MMcf/d220 MMcf/d

Completed ProjectsCompleted Projects
FERC CertificatedFERC Certificated

Signed PA’sSigned PA’s
Future ProjectsFuture Projects



ConclusionsConclusions

►► Understand and facilitate “supply push” Understand and facilitate “supply push” 
projectsprojects

►► Promote reliability and flexibility projects for Promote reliability and flexibility projects for 
“last mile”“last mile”

►► Consider the benefits of long term access to Consider the benefits of long term access to 
assured suppliesassured supplies


