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 The Northeast Gas Association (NGA) is pleased to present its update of 
market characteristics and recent developments in the Northeast region of the 
United States. This overview summarizes key features of the natural gas system in 
New England, New York and New Jersey, and then discusses current market is-
sues including new infrastructure, new technology R&D, supply and price trends, 
state policies to increase access to natural gas, and environmental and greenhouse 
gas implications. 

  
MARKET BACKGROUND 

  
Population & Economy 

  
The Northeast region comprises the eight states of Connecticut, Maine, Mas-

sachusetts, New Hampshire, New Jersey, New York, Rhode Island, and Vermont. 
The composite population is 43 million (12% of the U.S.), with a civilian labor 
force of 22 million. Total state domestic product for the region is $2.5 trillion 
(16% of the U.S. total).   

  
Regional Natural Gas Market 

  
The eight-state region has 10 million natural gas customers (14% of the U.S. 

total of 70 million). Total annual gas sendout on the regional gas system is 2.7 tril-
lion cubic feet (Tcf), or 12% of U.S. total consumption (measured in volumes de-
livered to consumers). 

  
Primary Energy 
Natural gas represents 30% of the primary energy consumption of the six 

New England states, 28% of New Jersey, and 34% of New York, compared to the 
national average of 26% (based on U.S. EIA data, 2011). The eight-state region 
consumes less coal than the national average, and more oil, nuclear, and renewa-
bles (primarily hydro and biomass) in general than the national average.  

  
Gas Customers 
There are 2.6 million natural gas customers in New England. Residential cus-

tomers number 2.3 million; commercial and industrial customers number over 
260,000. 
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The U.S. interstate natural gas pipeline 
system includes about 220,000 miles of 
pipeline, according to the U.S. EIA.  The 
EIA map on the left illustrates the exten-
sive system.  In 2012, EIA reports that 
the national pipeline grid added 367 
miles of pipeline, representing an addi-
tion of 4.5 billion cubic feet per day of 
capacity. Over half of the new projects 
added were in the greater Northeast. 

There are 2.9 million natural gas customers in New Jersey. Residential cus-
tomers number 2.6 million; commercial and industrial customers number about 
244,000. 

There are 4.7 million natural gas customers in New York. Residential custom-
ers number 4.3 million; commercial and industrial customers number about 
400,000. 

In New England, fuel oil is the leading home heating fuel (40%), with gas 
second (37%). In New Jersey, gas is the clear leader (74%), with oil at 11%. In 
New York, gas has 56% of the heating market, with fuel oil second (26%). In 
summary, natural gas represents 53% and heating oil 28% of the home heating 
market in the eight state region.  

  
Consumption/Sendout by Sector 
Gas consumption by end-use sector for New England is 21% residential, 16% 

commercial, 14% industrial, and 49% power generation. For New Jersey it is 30% 
residential, 27% commercial, 8% industrial, and 35% power generation. For New 
York it is 30% residential, 23% commercial, 6% industrial, and 41% power gener-
ation. Total annual sendout in New England is about 880 billion cubic feet (Bcf), 
in New Jersey about 650 Bcf, and in New York about 1,200 Bcf (2012 EIA annual 
data). 

The gas distribution company, or LDC, design day demand in New England 
is around 4 Bcf per day, in New Jersey over 4 Bcf/d, and in New York about 7 
Bcf/d. The peak season for Northeast demand is winter. The increasing use of gas 
for power generation, however, has meant a rising use of gas in the summer 
months, while still well below the winter demand period.   

   
Electric Generation Sector 
Based on annual fuel mix and generator applications in the queue at ISO-NE, 

NYISO and PJM (for NJ), natural gas remains one of the leading current - and 
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The 8 Northeast states 
have 10 million gas cus-
tomers, about 14% of the 
U.S. total. 

projected - fuel sources for electric genera-
tion. In New England, natural gas repre-
sents 52% of regional electric generation, 
in New Jersey about 56%, and in New York 
over 50%.   
  
Utility Mergers 
In 2013, two utility mergers were complet-
ed in the region.   
In June, Fortis, Inc., Canada’s largest inves-
tor-owned distribution company, completed 
its acquisition of CH Energy Group, the 
parent company of Central Hudson Gas & 

Electric. Central Hudson has approximately 300,000 electric and 75,000 natural 
gas customers in New York. 

In February, Algonquin Power & Utilities, based in Ontario, announced its 
plans to acquire the New England Gas Company in southeastern MA, a utility 
with about 50,000 customers. The transaction was completed in December 2013.  
The utility is now named Liberty Utilities MA (Algonquin also owns Liberty Util-
ities in New Hampshire). 
  

New Utility Establishment 
In 2013, one new utility, Summit Natural Gas of Maine, began service. Based 

in Augusta, it plans to serve the Kennebec Valley as well as other areas in the 
state. It is owned by Summit Utilities, Inc. 

  
Regional Market: Gas Supply Sources 

  
About 94% of the natural gas consumed in the U.S. is now produced domesti-

cally. The balance is imported from Canada, with a small share from imported liq-
uefied natural gas (LNG). 

Historically, the Northeast region has relied on three main supply areas: Gulf 
Coast U.S., Canada, and LNG. During the last decade, the supply sources expand-
ed to include Rockies/Midcontinent gas and eastern Canada production. The big-
gest change has occurred in just the last five years, with the rapid development of 
the Marcellus Shale gas basin in Appalachia. Production from the Marcellus has 
transformed the supply dynamic into the Northeast. 
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Marcellus production has grown from 2 Bcf/d in 2008 to 13 Bcf/d in 2013. As 
a result, the Northeast region’s imports from other U.S. supply basins, Canada, 
and LNG, are declining, as the new “local” production has emerged. This extraor-
dinary upswing in Northeast production is resulting in new delivery points and 
new pipeline infrastructure to bring this shale gas to market, and with it lower 
prices for consumers.   

Canadian supplies have long played a significant role in gas supply to the 
Northeast U.S. For example, in the last twenty years five new pipeline systems 
opened in the region, connecting New England and New York to both western and 
eastern Canadian supply basins. Canada remains pivotal to the region, but with 
new Marcellus supplies so near, the level of imports has begun to decline, falling 
by 50% from 2009 to 2012.  

Also contributing to the regional gas mix are LNG imports. LNG remains 
critical in helping local gas utilities meet winter peak day requirements (LNG pro-
vides about 30% of New England’s utility peak day requirements, for example). 
In 2012, LNG imports into the U.S. were 175 Bcf, considerably lower than the 
high point of 771 Bcf in 2007. The Distrigas facility outside Boston imported 87 
Bcf in 2012, which represented 49% of total U.S. imports. LNG inputs into the 
region are further enhanced via supplies from the Canaport LNG in New Bruns-
wick, Canada, which delivered another 60 Bcf to the market in 2012.   

LNG imports to both facilities, however, while still significant to the region, 
are falling as U.S. domestic production rises, and as the price for LNG in foreign 
markets has become more compelling for cargoes. 
  

Pipeline and LNG Deliverability into the Region 
  
New England 

As illustrated in the chart, natural 
gas in the Northeast (shown in 
blue) has had a price advantage 

over heating oil for the last several 
years, and the price differential is 

widening.  Natural gas conver-
sions are on the rise for the price 

factor among others.  
 

Source: U.S. Energy Information  
Administration, Oct. 2013 

forecast 
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New England has 2,500 miles of gas trans-
mission pipeline, according to the U.S. De-
partment of Transportation/PHMSA. 
The pipeline companies serving New Eng-
land, interstate and intrastate, are: Algonquin 
Gas Transmission, Granite State Gas Trans-
mission, Iroquois Gas Transmission System, 
Maritimes & Northeast Pipeline, Portland 
Natural Gas Transmission System, and Ten-
nessee Gas Pipeline Co. 
In addition, New England is the site of three 
import terminals for liquefied natural gas 
(LNG). The land-based terminal is owned by 
GDF SUEZ NA and operated by its subsidi-

ary, Distrigas of Massachusetts Corp. (DOMAC). The LNG is delivered by tanker 
to the Distrigas terminal at Everett, MA, where there is storage capacity of 3.4 
Bcf. The terminal has pipeline interconnections as well as connections with a ma-
jor gas utility and a major power plant. LNG is also transported to multiple LDCs’ 
satellite storage tanks from trucks that fuel at the DOMAC terminal. The vapori-
zation capability at its terminal is 715 MMcf/d; it also has daily sendout by truck 
of another 100 MMcf/day.  

The Northeast Gateway facility offshore Cape Ann, MA is capable of receiv-
ing LNG cargoes and injecting the revaporized gas into the HubLine pipeline sys-
tem of Spectra Energy. The offshore LNG facility, owned by Excelerate Energy, 
became fully operational in early 2008. It has imported shipments from Trinidad, 
Egypt and Qatar, but has had no shipments since 2010. 

In summer 2010 another offshore LNG facility near Cape Ann, MA was com-
pleted – the Neptune LNG facility of GDF SUEZ. It is capable of injecting an av-
erage of 400 million cubic feet per day into Spectra’s HubLine. It has been gener-
ally inactive since its start-up, reflecting the changing market dynamics. 

A fourth facility, Canaport LNG, is located just over the Maine border in 
Saint John, New Brunswick, Canada. Owned and operated by Repsol and Irving 
Oil, it became operational in June 2009. It can deliver up to 1 Bcf of gas a day in-
to the Brunswick Pipeline, which connects with the Maritimes & Northeast Pipe-
line, which then can transport the volumes into the New England market. It 
sources gas principally from Trinidad but has also imported supplies from Egypt, 
Qatar, Norway and Peru. Since its inception, it has delivered about 300 Bcf into 
the regional market. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Photo:  Iroquois Gas Transmission 
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Production in the Northeast con-
tinues to advance, through devel-
opment of the Marcellus Shale.  
Pennsylvania has been the main 
locus of Marcellus production to 
date.  Photo: Range Resources 

New Jersey 
New Jersey has about 1,500 miles of transmission pipeline. 
The interstate pipeline companies serving New Jersey are: Algonquin Gas 

Transmission, Columbia Gas Transmission, Tennessee Gas Pipeline Co., Texas 
Eastern Pipeline Co., and Transcontinental Gas Pipe Line Corp. 

The LDCs utilize local LNG storage for peak day support. 
 
New York 
New York has about 4,500 miles of gas transmission. The pipeline companies 

serving New York State, interstate and intrastate, are: Algonquin Gas Transmis-
sion, Columbia Gas Transmission, Dominion Transmission, Empire State Pipeline 
Co., Iroquois Gas Transmission System, Millennium Pipeline Company, National 
Fuel Gas Supply Co., North Country Pipeline, Tennessee Gas Pipeline Co., Texas 
Eastern Pipeline Co., and Transcontinental Gas Pipe Line Corp. 

 LNG is utilized by two local utilities in the New York City and Long Island 
areas. The LNG is received from the pipeline in vapor form and then liquefied. 
New York has no LNG import facility. 
  

  
Regional Production 

  
The Northeast region, a major consumer of natural gas and a high-priced en-

ergy market, is an increasingly significant locus 
for natural gas production.   
The region traditionally has had only limited 
natural gas production, in New York and Penn-
sylvania. There is no gas resource production 
base in New Jersey or New England. As men-
tioned, in recent years, with the advent of hy-
draulic fracturing and the development of the 
Marcellus resource base, the Northeast has de-
veloped into a significant domestic natural gas 
production area. 
Estimates are that the Marcellus area alone may 
hold as much as 500 trillion cubic feet (Tcf) of 
natural gas.   
Marcellus production, centered in Pennsylvania 
and West Virginia, has reached 13 billion cubic 
feet per day (Bcf/d) as of late 2013. It is esti-
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Another key supply point for the region has been liq-
uefied natural gas (LNG).  The region has four im-
port facilities, three in MA and one in New Bruns-
wick, Canada. Nationally and regionally, LNG im-
ports are down, as U.S. domestic production is on the 
increase. Interest is growing in the U.S. for potential 
LNG exports, in light of the robust U.S. supply out-
put. At the same time, LNG remains especially im-
portant to New England for peak days, and increas-
ingly for other sectors like transportation. 

mated that Northeast production could exceed 15 to 20 Bcf/d in the next several 
years. 

The interstate pipeline companies which serve the Appalachian region are 
adding numerous interconnects from area producers, large and small. Several pro-
jects have been completed and more are under construction and in development to 
bring this gas to market. 

There are challenges in terms of infrastructure development, land and water 
access, and water treatment (water is one of the key ingredients in the hydraulic 
fracturing process used to dislodge the gas from the shale rock formations). State 
environmental agencies among others are closely involved in balancing the envi-
ronmental, energy and economic development variables at the state level.   

While there is a shale gas resource in New York, use of the hydraulic fractur-
ing process is not currently permitted. As of late-2013, the state regulatory process 
in New York remains underway as the state considers further analysis of potential 
health-related issues related to its proposed final regulations on hydraulic fractur-
ing. New York does allow conventional production. In 2012, total annual state 
output was 26 Bcf. The state’s conventional production has been declining since 
2007. 

There is also some conventional production in eastern Canada.  
Gas from offshore Nova Scotia in eastern Canada continues to be produced as 

part of the Sable Offshore Energy Project. In August 2013, gas began flowing 
from Deep Panuke, another nearby offshore field. A gas production field in New 
Brunswick, Canada, the McCully field of Corridor Resources, began production 
in 2007, and provides some small amounts of gas for delivery into the Maritimes 
and Northeast Pipeline.   

Exploration continues in areas of Eastern Canada. There are estimates of con-
siderable natural gas reserves offshore Newfoundland that conceivably might be 
developed. Quebec has a moratorium on shale production; New Brunswick is re-
viewing the issue.  



NGA Regional Market Outlook, 12-13 

8 

The interstate pipeline system in the North-
east accesses supplies from multiple 
sources.  The pipelines also can access stor-
age at different points along their systems, 
including local storage in Pennsylvania and 
New York.  With prolific production under-
way in Appalachia, these pipeline operators 
are undertaking numerous projects to add 
facilities to bring these new supplies to local 
markets in the Northeast, changing tradi-
tional flow patterns in profound ways. 

  
Regional Storage 

  
Storage is a critical part of the natural gas supply and delivery chain. The 

Northeast has considerable underground storage, notably in Pennsylvania (9% of 
the U.S. total); New York’s underground storage represents 2.7% of the U.S. total.  
Total gas storage in New York is 245 Bcf, with maximum deliverability of about 2 
Bcf/day. The geology of New Jersey and New England is not suitable for under-
ground gas storage.   

As noted, LNG is another important part of the Northeast storage portfolio. 
Total LNG storage capacity in New York is 3.2 Bcf, while LNG storage capacity 
in New Jersey is about 4 Bcf. LNG storage capacity in New England is 16 Bcf on 
the LDC system, and another 3.4 Bcf at the DOMAC import terminal. The Can-
aport LNG facility in Saint John, NB has 9.9 Bcf of storage.   
   

Recent System Enhancements 
  
In 2012, one-half of all new gas pipeline infrastructure projects in the U.S. 

were located in the greater Northeast. In 2013, there has been continued growth in 
system enhancements, with substantial new capacity added in the New Jersey/
New York area in particular. New projects added into service in 2013 include: 

   
 Millennium’s “Minisink Compressor”: 150 MMcf/d 
 National Fuel Gas’s “Line N”:  30 MMcf/d 
 Spectra’s “NJ-NY Expansion”:  800 MMcf/d 
 Tennessee’s “Northeast Upgrade”:  636 MMcf/d 
 Tennessee’s “MPP Project”:  240 MMcf/d 
 Transco’s “Northeast Supply Link”:  250 MMcf/d 
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 These projects include the first new pipeline into Manhattan in 40 years, with 
the Spectra project. The capacity increases are expected to increase supply stabil-
ity and reduce price volatility in the NJ/NY region. The U.S. EIA observed in mid
-November 2013: “These expansions happened on schedule, increasing access for 
consumers in the New York City metropolitan area to natural gas produced in the 
Appalachian Basin's Marcellus Shale play. This has resulted in lower gas prices 
for New York consumers, and has eased supply backup in the Marcellus Basin.”  
 Numerous projects are planned for the Northeast and New England markets as 
well over the next five years, as discussed below. 
 Also, local distribution companies are investing in system growth to meet 
growing demand – a subject that is also considered at 
greater length below. 

  
Projected Market Growth 

  
United States 
The 2014 U.S. EIA Annual Energy Outlook fore-

casts 0.4% annual energy growth for the United States 
through 2040. EIA projects that natural gas will grow 
at a rate of 0.8% annually, coal at 0.3%, renewables 
1.6%, petroleum, -0.1%, and nuclear, 0.2%.   

  
Regional Growth 
The 2014 EIA Outlook projects a 0.4% annual rate growth rate for natural gas 

consumption in New England, and a growth rate of 0.3% in the Mid-Atlantic re-
gion – through 2040.   
  

  
Planned Infrastructure Enhancements 

  
The Northeast’s natural gas industry plans numerous infrastructure projects to 

meet growing market demand within the 2014-2018 timeframe. The region re-
mains constrained at several points on its natural gas system, especially into New 
England and southern New York / Long Island. New supplies and infrastructure 
will help to ease those constraints, and also should help to improve the regional 
price basis differential. The multiple projects center on bringing Marcellus Shale 
supplies to market. As mentioned, they will help further increase regional natural 
gas capacity, deliverability, flexibility and reliability, as well as provide economic 
and environmental benefits to the region.   

New supply develop-
ments are transform-
ing the traditional 
paths of supply 
sourcing into the re-
gion, creating a more 
diverse supply mix 
and a more robust 
delivery network.  
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Natural gas and renewable energy are the 
leading growth fuels in the region, for sec-
tors from power generation to alternate fuel 
transportation.  Natural gas can help bal-
ance power system demand for intermittent 
fuels like solar and wind. Shown here is a 
photo of an LNG tank on the National Grid 
system, along with a solar panel array in-
stalled by Grid. 

A listing of proposed projects is found later in this document, and NGA regu-
larly posts updates at http://www.northeastgas.org/current_issues.php. 

Challenges for new projects include siting, environmental concerns, and se-
curing market position. The New England region so far has not had any major 
pipeline projects linked directly to Marcellus, although there are several proposals 
in development, for the 2016-18 timeframe.  A 2012 Concentric Energy Advisors 
study for Spectra Energy estimated that if New England were to build out its re-
gional infrastructure, the “direct benefit is estimated to range from approximately 
$270 to $340 million,” reflecting savings in the power generation and utility sec-
tors, displacement of more expensive oil, and a reduction in the New England 
price premium. Securing contract commitments in New England however has 
been an issue, as the largest consuming sector, power generation, has been con-
strained by the complex economic structure of its electric market. (Natural gas 
utilities have committed to investing in proposed pipeline projects.) 

A recent development is the introduction of portable or mobile compressed 
natural gas (CNG) and LNG to bring natural gas to communities and businesses 
not located near a pipeline or distribution system. With the dramatic price differ-
ence between gas and oil, some businesses in areas of New England, for instance, 
have opted for natural gas delivered by truck to meet energy needs at a more com-
petitive price. The gas is transported via a trailer that then offload the gas into the 
industrial or institutional facility. 
  
  

MARKET ISSUES 
  

Supply Outlook 
  

 In terms of U.S. natural gas supply, the outlook remains positive.    
 In April 2013, the Potential Gas Committee (PGC) at the University of Col-

orado released its year-end 2012 biennial report: Potential Supply of Natural Gas 
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Photo: Spectra Energy 

in the United States. This new assessment finds that the United States possesses a 
technically recoverable natural gas resource potential of 2,384 trillion cubic feet 
(Tcf). This is the highest resource evaluation in the PGC’s 48 year history - ex-
ceeding by 486 Tcf the previous record-high assessment from year-end 2010. The 
future supply of domestic natural gas continues to grow due to the emergence and 
advancement of key technologies that are able to unlock gas production from res-
ervoirs such as shale formations.   
  In August 2013, the U.S. Energy Information Administration (EIA) 
released its latest annual report on U.S. oil and gas reserves (the data is for 
2011). U.S. proved reserves of dry natural gas increased by 10 percent from 
2010 to 2011, to 334.0 Tcf; adding in wet gas 
reserves (i.e., natural gas liquids,) the compo-
site total is 348.8 Tcf - a new record.   
  Regarding the Northeast, the report ob-
serves that "Pennsylvania's proved natural gas 
reserves, which more than doubled in 2010, 
rose an additional 90 percent in 2011, contrib-
uting 41 percent of the overall U.S. increase. 
Combined, Texas and Pennsylvania added 73 
percent of the net increase in U.S. proved wet 
natural gas reserves. Expanding shale gas de-
velopments in these and other areas, particular-
ly the Pennsylvania and West Virginia portions 
of the Marcellus formation in the Appalachian Basin, drove overall increas-
es."  

Canada will remain an important energy partner but its share of the U.S. natu-
ral gas market is expected to continue to decline over the long-term. As noted 
above, the growth of U.S. supplies is leading to lower imports from Canada into 
the Northeast; at the same time, natural gas demand within Canada is expected to 
grow, leaving less for export.   

As one indicator of the changing dynamic, a few pipelines in the U.S. North-
east, traditionally transporting imported supplies from Canada, are now exporting 
supplies to Ontario – a true reversal of historical supply patterns. 

The rise in domestic U.S. production is also having an impact on LNG im-
ports into the U.S. LNG imports into the U.S. dropped by 77% between 2007 and 
2012, and the focus now for several areas of the U.S. is shifting from imports to 
potential exports. Several LNG import facilities in the U.S. – on both coasts and 
especially in the Gulf - are proposing to add liquefaction facilities so that they can 
export LNG to the world market – a reflection of the extent of U.S. domestic sup-
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The first new natural gas pipeline into 
Manhattan in 40 years was added in No-
vember 2013, with Spectra Energy’s “NJ-
NY Expansion.” New York City continues 
to make progress on its efforts to phase 
out the use of #4 and #6 oil in city build-
ings in favor of cleaner fuels such as nat-
ural gas. In September 2013, the Mayor’s 
Office noted that the city’s air was the 
cleanest in decades, thanks in part to new 
investments in gas distribution and trans-
mission pipelines. 

plies. With the Northeast delivery system still constrained at certain points, the re-
gionally-based LNG facilities will continue to ease bottlenecks and increase sup-
ply and delivery options.   

 
Efficiency Initiatives 

  
The Northeast region is a recognized leader in per capita energy efficiency. A 

2013 report by the American Council for an Energy Efficient Economy (ACEEE) 
noted that in 2012 $1.3 billion was invested in natural gas efficiency programs na-
tionwide. About one-third of the national total was invested in the eight Northeast 
states alone.   

At the state level, several public utility commissions have implemented mech-
anisms to “decouple” utility revenues from sales to spur greater investment in cost
-effective demand-side programs. At the industry level, collaboratives such as 
GasNetworks in several Northeast states provide innovative ideas on new energy-
efficient technologies and equipment to gas customers.  

  
Price Trends 

  
 The key variables in natural gas price formation are demand growth, the state 

of the economy, production levels, storage levels, weather, and alternative fuel 
prices.   

The natural gas price story in this new era of domestic production has been 
positive for consumers and the entire U.S. economy. In early July 2008, natural 
gas reached $13.50/MMBtu and oil hovered close to $150 a barrel. The average 
commodity price for 2013 is around $3.70 per million Btus.   
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Source: BENTEK Energy, 4-13 

This significant shift reflects the wave of new natural gas supplies entering 
the market, as well as a decrease in demand resulting from the national economic 
slowdown.   

It is projected that the natural gas price bandwidth will stay relatively moder-
ate over the coming years, given the size of the domestic supply resource base. 
EIA’s 2013 Outlook forecasts that Henry Hub spot prices will stay below $4 /
MMBtu in 2011 dollars through 2018, and then rise along with demand. The Hen-
ry Hub spot price in 2030 is projected by EIA to be $5.40/MMBtu (2011 dollars). 
It should be noted that price forecasts are always subject to caution. 

However, short-term volatility reflecting delivery constraints and weather will 
continue, especially in regional markets. The New England region, for instance, 
remains perhaps the most price-sensitive market in the country, reflecting its pipe-
line constraints. New England and New York City experienced sharp spot market 
price increases for short periods in January and February 2013, reflecting cold 
weather, high demand, and constrained delivery points. For the winter of 2013-14, 
New England is projected to experience “localized price spikes,” according to 
FERC’s winter outlook, “due to ongoing constraints.” New York is seen as having 
a more stable price environment with its addition of new infrastructure in fall 
2013.  The New England spot price did exceed $30/MMBtu again in December 
2013 during several days of cold weather. 

The addition of new infrastructure in New England and elsewhere, and the 
increased supply availability, should serve to narrow the basis differential between 
the Northeast market and other market hubs in the future. 

  
Gas and Electric Power Gen-

eration 
  
Gas for electric generation re-
mains the fastest-growing gas 
consumption sector nationally 
and regionally. New technolo-
gy, particularly combined-cycle 
technology (CCT), has made 
the natural gas power plant the 
energy system of choice. 
CCT’s advantages include 
higher efficiency, lower heat 
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rates, shorter construction lead times, and reduced air emissions compared to the 
other fossil fuels.   

Gas plants - along with wind - are the leading fuel type for new proposed 
power generation capacity in the generator queues in New Jersey, New York and 
New England. As the fossil fuel with the lowest carbon content, gas appears well-
positioned as a viable power generation source for years to come. Natural gas also 
provides the potential to back-up intermittent energy sources such as windpower. 

Nationally, a trend toward coal power plant retirements in light of environ-
mental regulations is leading to natural gas as among the most likely baseload re-
placement source.   

With the new supply and price paradigm, the regional power generation fleet, 
already highly dependent on natural gas, will likely become more so. In New 
England for instance, about 3,000 megawatts of existing nuclear, oil and coal 
units announced in 2013 that they plan to retire over the coming years. Gas along 
with renewables and imported hydro from Canada are seen as the most viable op-
tions for the region. 

There are several unresolved gas generation issues that continue to challenge 
the market, however. For example, most power generators in New England do not 
contract for firm gas pipeline capacity and instead rely on "if and as available gas” 
non-firm capacity, or, in some cases, capacity held by third parties. Pipeline ca-
pacity is added to meet the needs of gas customers who desire firm service and are 
willing to execute firm contacts for such service. Relying on essentially interrupti-
ble capacity to supply the gas resource for a majority of gas power plants, as cur-
rently occurs in New England, does present significant reliability challenges to the 
energy market, particularly in the winter heating season. 

As observed earlier, the New England region saw very high short-term 
price spikes in the spot market during several cold days in January and February 
2013, and again in December 2013 at the start of the next heating season. This 
poses a significant price impact to the power market and other large users in the 
“non-firm” category—and also on the region’s electric customers, as power mar-

 
Air emissions from power gen-
eration in the region have de-
clined substantially in the past 
decade thanks in part to the use 
of cleaner-burning and more 
efficient fuels such as natural 
gas. 
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ket prices jumped. Pipeline utilization rates on the New England system also re-
main high, and constraints are occurring in summer months as well as winter. 

This situation has an impact on not only energy but the regional economy. An 
increase in natural gas infrastructure capacity in New England would provide a 
restraint on price spikes.  But the level and timing of this increase depends upon 

customer commitments. The pipelines serving New Eng-
land have proposed new projects but the first new infra-
structure is not expected to come into service until 2016. 
And while natural gas utilities are committing to partici-
pate in these projects, the current electric system model in 
New England fails to give electric generators the proper 
incentives to contract for firm pipeline gas transportation, 
to ensure supply availability and power market reliability. 

It remains a long-standing and unresolved power market dilemma.   
The variances in the gas and electric operating “day” also impact planning 

and scheduling on both systems.  
Concerned about gas-electric market coordination, the U.S. Federal Energy 

Regulatory Commission (FERC) has convened a series of technical conferences 
to review a range of issues. The FERC issued an order on inter-industry commu-
nications in fall 2013, and continues to assess such issues as scheduling and pipe-
line capacity. The topic will continue to be discussed at the national and regional 
levels, and remains a priority issue for both energy industries. 

  
Natural Gas Vehicles 

  
Another sector receiving attention in 2013 

has been the natural gas vehicle (NGV). NGVs 
remain a competitive alternative fuel option, es-
pecially for fleets, buses, and a range of heavy-
duty vehicles, including refuse trucks. The price 
advantage compared to diesel and gasoline is 
strong – over 30% lower. 

On the environmental front, NGVs have 
other comparative advantages. The U.S. Depart-
ment of Energy notes: "Commercially available 
medium- and heavy-duty natural gas engines 
have demonstrated over 90% reductions of car-
bon monoxide (CO) and particulate matter, and 
more than 50% reduction in nitrogen oxides 

The Northeast 
states continue to 
be leaders in per 
capita energy effi-
ciency. 

Natural gas has advantages as a ve-
hicle fuel, from a lower fuel price to 
lower emissions. For fleet, bus and 
heavy-duty vehicles especially, both 
the CNG and LNG option make real 
sense. Shown below is an LNG-
fueled truck operated by Transgas.  
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The natural gas commodity 
price has not only moderated 
substantially in the last few 
years, but has also delinked  
from the world oil price. The 
chart compares natural gas, 
in black, to oil and other fuel 
price indices.  Natural gas is 
over 4 times lower on an 
MMBtu-basis comparison 
than oil. EIA projects as of 
Dec. 2013 that the average 
Henry Hub price in 2014 will 
be around $3.80 per MMBtu.   

(NOx) relative to commercial diesel engines." In eight of the last ten years, 
ACEEE rated the compressed natural gas (CNG) vehicle as the “greenest vehicle” 
on the road in the U.S.  

Compressed natural gas (CNG) accommodates the widest range of vehicles, 
from passenger cars to fleet vehicles to buses and garbage trucks. There is now 
also growing interest in LNG as a fuel for heavy-duty trucks that travel defined 
routes. There are a few LNG fueling sites in New England currently, and many 
initiatives are being planned in the U.S. and Canada for “LNG highways” to pro-
vide fueling stations to facilitate truck travel.   

  
State Policies to Increase Access to Natural Gas 

  
The benefits of natural gas – lower price, lower emissions, domestic supply, 

etc. – are leading to higher levels of customer conversions and new customer de-
velopment. Multiple states and municipalities are looking to natural gas as a way 
to provide both greater energy choice and economic benefits to consumers and lo-
cal economies, as well as to assist in complying with air and health quality stand-
ards. In the last year there have been several examples of progress within the re-
gion on increasing access to natural gas. 

Connecticut: In February 2013, Governor Malloy issued a comprehensive 
state energy strategy with a key role identified for natural gas expansion. In No-
vember, the state’s 3 investor-owned utilities received approval from the state reg-
ulatory authority to implement expansion plans that will add as many as 280,000 
customers in the next 10 years. 

Maine:  Maine wants to expand the reach of natural gas service to help busi-

Chart: Liberty Utilities, 12-13 
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Plastic pipe being installed on a street near Boston. 

nesses from paper mills to hospitals achieve lower costs – and offer more option-
ality to home heating customers. In June 2013, the Maine Legislature enacted an 
energy bill that includes a provision for the State to purchase gas transmission ca-
pacity - up to 200 million feet of gas per day - to “facilitate energy cost reduc-
tions.”   

New York City: In 2007, the city unveiled PlaNYC, which includes a plan to 
phase out the use of #4 and #6 oil in city buildings in coming years and convert 
the systems to cleaner fuels. In September 2013, Mayor Bloomberg announced 
the city’s air was the cleanest in 50 years – and noted that “the expansion of the 
regional natural gas supply and local gas distribution infrastructure” had saved 
money and lowered emissions. 
  New York State: In November 2012, the New York Public Service Commis-
sion initiated a proceeding to examine policies in the state regarding the expan-
sion of natural gas service, “and consider whether we should take steps to foster 
its use through expansion of the natural gas delivery system or otherwise.” The 
state has held technical conferences to examine current policies and opportunities. 

New England Governors: In early December 2013, the six New England 
Governors released a joint statement outlining their commitment to an energy ini-
tiative to bring “affordable, cleaner, and more reliable power to homes and busi-
nesses” across the region. This initiative would accelerate regional cooperation to 
expand renewable energy and energy infrastructure in New England. The gover-
nors said that they will continue to advocate the development of new natural gas 
pipeline infrastructure in the region, as well as greater investments in renewables 
and efficiency. 

 
Utility System Expansions and Fuel Conversions 

 
There are several operational – and planned - system expansions on local util-

ity systems, including: 
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 St. Lawrence Gas Company is installing its Franklin County expansion.   
 Vermont Gas Systems has proposed the Addison County system expan-

sion, to extend its system south to Middlebury and then to Rutland, as 
well as to provide service across Lake Champlain to provide gas to a pa-
per mill in Ticonderoga, NY.   

 Maine Natural Gas is extending its service area in central Maine with its 
Augusta/Kennebec Valley Area Project 

 Bangor Gas Company has announced its “Loring Pipeline” project to 
bring gas north, from Searsport to Limestone. 

 Summit Natural Gas is seeking to provide gas to customers in the 
Kennebec Valley and elsewhere. 

  
Against this backdrop, all natural gas utilities in the region report increasingly 

high levels of new customers and customer conversions from other fuels, and are 
seeking to grow their system capabilities accordingly.   

   
Environmental Considerations 

  
In the Northeast, which needs to meet national, regional and state air emission 

requirements, energy systems - from transportation to power generation - remain a 
key focus of policy, regulatory and public attention. 

 
Reductions in air emissions from power generation 

Because natural gas compares favorably to other fossil fuels regarding air 
emissions, it will likely remain the favored fuel for new power generation. MIT’s 
June 2011 study on gas stated that using very efficient natural gas powerplants to 
replace coal-fired plants is “the most cost-effective way of reducing CO2 emis-
sions in the power sector” over the next 25 to 30 years. Natural gas will also play 
“a central role in integrating more intermittent renewable sources - wind and solar 
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- into the electricity system because they can easily 
be brought in and out of service as needed.”   
In April 2013, the U.S. EIA reported that annual 
U.S. energy-related carbon emissions in 2012 were 
the lowest in 20 years. A key factor in this improv-
ing environmental performance is the rising use of 
natural gas and the fall in coal’s share of total pow-
er generation. 
At the regional level, the air emissions report is al-
so favorable. In June 2013, ISO New England re-
ported that “over the past decade, the increase in 
new, efficient natural-gas-fired power plants and 
implementation of emission controls on the re-
gion's fossil-fuel-fired power plants have resulted 
in significant reductions in air emissions in New 

England. Total emissions for sulfur dioxide (SO2) and nitrogen oxides (NOX) 
have decreased from 2001 levels, by 71% and 58%, respectively, while those for 
carbon dioxide (CO2) have decreased by about 11%.”  In November 2013, RGGI 
noted that “between 2005 and 2012, CO2 emissions from the power sector in the 
nine RGGI states dropped more than 40 percent even as the regional economy 
continued to grow.” Natural gas plays a key role in that development. 

 
Reductions of methane emissions in natural gas system operations 

The natural gas industry is cognizant of its responsibility to reduce emissions 
from its own system operations.  NGA continues to participate in the U.S. EPA’s 
“Natural Gas STAR” Program along with many of its distribution and transmis-
sion company members. Progress continues on this front. For 2011 in the U.S., 
Natural Gas STAR partners reported methane emissions reduction of 84.7 Bcf, 
providing “cross-cutting benefits” according to EPA. Reducing leaks is an issue of 
paramount interest (see section on infrastructure replacement below). 

Methane emissions related to the U.S. natural gas system continue to decline, 
which is positive news. Since 1990, methane emissions are down by 10.2% ac-
cording to the U.S. EPA’s national greenhouse gas inventory report of April 2013. 
The report noted that “the decrease in CH4 emissions is due largely to a decrease 
in emissions from transmission and storage due to increased voluntary reductions 
and a decrease in distribution emissions due to a decrease in cast iron and unpro-
tected steel pipelines.”  

In September 2013, a comprehensive analysis by a research team at the Uni-
versity of Texas (UT) reported on measurements of methane emissions at natural 
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gas production sites in the U.S. The team found that two
-thirds of hydraulically fractured well completions sam-
pled during the study had equipment in place that reduc-
es methane emissions by 99%. Because of this equip-
ment, methane emissions from well completions are 
97% lower than calendar year 2011 national emissions 
estimates, released by EPA in April 2013.  

This UT study, which focused on natural gas production, is part of a larger re-
search effort spearheaded by the Environmental Defense Fund, in partnership with 
industry, to measure methane emissions throughout the natural gas supply chain. 
Results for the studies addressing other parts of the supply chain will be reported 
during the next 12-18 months. This research initiative should be helpful in devel-
oping a greater understanding of this air and water quality challenge. 
 
Shale gas development 

The development of shale gas involves other environmental issues and im-
pacts that continue to merit analysis and technology improvements. The MIT 
study on natural gas notes that “the environmental impacts of shale development 
are challenging but manageable.” Argonne National Laboratory, in a September 
2012 paper for the U.S. Department of Energy’s “Clean Cities” Program, noted 
that even as improved science-based assessments of potential environmental im-
pacts continue, “early results indicate that the risks can be managed and lowered 
through existing practices.” Industry and government regulatory agencies are 
working to address development in an environmentally safe manner. 

The natural gas production industry is addressing the issue of disclosure re-
garding the additives used in hydraulic fracturing. The Ground Water Protection 
Council (GWPC) and the Interstate Oil and Gas Compact Commission (IOGCC), 
with funding support from the United States Department of Energy (DOE), un-
veiled a web-based national registry disclosing the chemical additives used in the 
hydraulic fracturing process on a well-by-well basis. As of December 2013, over 
55,000 wells are registered (see http://fracfocus.org). 

Analyses of hydraulic fracturing as reported in the NY DEC review re-
leased in mid-2011 indicate “that no significant adverse impact to water resources 
is likely to occur due to underground vertical migration of fracturing fluids 
through the shale formations." An October 2011 paper by the National Regulatory 
Research Institute (NRRI) noted that “Based on more than one million wells 
drilled with fracking, however, there is little evidence that fracking directly causes 
groundwater contamination...[R]eports show that these incidents resulted from 
surface spills, poor cementing jobs in wellbores, ad other operational failures.”  

 
 
 
 
 
 
 

Source:  U.S. EPA 
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Two years ago, the Pennsylvania Gover-
nor’s Marcellus Shale Advisory Commission re-
ported that “The primary concerns regarding hy-
draulic fracturing relate to surface spills of flu-
ids, well control and lost containment of produc-
tion and flowback water on the surface.” Proper 
procedures and oversight are necessary at all 
stages of the process. 

Other issues, such as reducing the use of 
diesel fuel in the production process, enhancing 
“green completion” in the entire production cy-
cle to reduce emission losses, and mitigating 
community impacts, are receiving industry at-
tention. The industry is and must be responsible 
for best practices at all times. 

  
Pipeline Safety 

  
Pipeline safety is a primary issue for the industry.  Federal and state regulato-

ry requirements are rigorous, and several recent regulations have been announced 
to enhance operations safety, from transmission and distribution integrity manage-
ment to control room operations. 

NGA and its member companies continue to work on important initiatives in 
the areas of public awareness, worker training, awareness of third party damage, 
integrity management implementation, and new technologies.   

  
Accelerated Pipeline Replacement 

  
An issue related to safe operations and environmental performance is the 

replacement of older pipeline system components that are considered more “leak-
prone” – that is, pipes constructed of bare steel or cast-iron. The accelerated repair 
and replacement of more “leak-prone” natural gas distribution system components 
is thus an issue of growing interest. The Pipeline and Hazardous Materials Safety 
Administration (PHMSA) of the U.S. Department of Transportation is urging ac-
tion on repairing older, potentially more leak-prone systems.    

In general, the Northeast states have higher levels of such distribution pipe 
components than the national average, due to older systems. The U.S. average for 
systems with bare steel and cast iron components is 7%, yet the percentage is 38% 
in Rhode Island, 26% in Massachusetts, and 23% in New York, for example. Re-
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placing these older components is a priority, for safety reasons and to reduce sys-
tem leaks and related emissions. State regulatory agencies are working with utili-
ties on programs to achieve pipe replacement in an economically appropriate 
manner.  

President Obama’s “Climate Action Plan,” released in June 2013, observes 
that “...investments to build and upgrade gas pipelines will not only put more 
Americans to work, but also reduce emissions and enhance economic productivi-
ty.”   

   
New Technology R&D 

  
NGA has a significant R&D program operated by NYSEARCH.  For several 

decades, NYSEARCH has been one of the premier natural gas industry R&D pro-
grams in North America. NYSEARCH has been involved with innovative projects 
such as pipeline sensing and guided wave technology, and continues to utilize its 
own testbed facility in Johnson City, NY for advanced demonstrations. Recent 
success stories include the development, testing and commercialization of the Re-
mote Methane Leak Detector (RMLD), and the EXPLORER II robotics program.   

NGA also has a program with the Gas Technology Institute (GTI) that trans-
fers knowledge to natural gas utility partners about new technologies that can en-
hance operations, safety, efficiency, and analysis. 

Technology is the bridge to our energy future; investment in natural gas tech-
nology is an avenue to progress. 

  
  
  
  
  
  

  
  
  
  

  
  
  
  
  
  
  
  

  
  

Technology research & development con-
tinues to be essential to industry progress 
in such areas as supply development, envi-
ronmental improvements, and increased 
operational safety. 
NGA’s NYSEARCH organization is an 
industry leader in North America on new 
technology innovations, and made several 
key project advances in 2013. 
NGA is also pleased to partner with the 
Gas Technology Institute (GTI). 
 

Photo: NYSEARCH 


