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Preface

This reportEnergy Policy Act Transportation Study: Interim .
Report on Natural Gaflows and Ratesis the second in a
series mandated by Title XIlII, Section 1340, “Establishment of
Data Base an8tudy ofTransportation Rates,” of the Energy
Policy Act of 1992 (P.L. 102-486).The first reporEnergy
Policy Act Transportation Study: Availability &fata and °
Studies was submitted to Congress in Octold&93; it
summarized data and studies that could be used to address the
impact of legislative and regulatory actions on natural gas e
transportation rates anitbw patterns. The current report
presents an interimnalysis of natural gas transportation rates
and distribution patterns for the period from 1988 through 1994.
A third and final report addressing the transportation rates and
flows through 1997 is due to Congress in October 2000.

This analysis relies on currently available data; no new data
collection effort was undertaken. The need for the collection of
additional data on transportation rates will be further addressed
after thisreport, in consultatiomnvith the Congress, industry b
representatives, and in other public forums.

This report has been prepared thy Energy Information
Administration (EIA), Office of Oil and Gas, under the direction
of Diane W. Lique(202/586-6401).General information
concerning this reporhay beobtainedfrom Joan E. Heinkel
(202/36-6090),Director of the Reserves and Natural Gas
Division. Detailed questions on specific sections of the
publication may be addressed to the following analysts:

5;

e Chapter 1."Introduction," Barbara Mariner-Volpe
(202/586-5878).

Chapter 4. "Trends in Natural Gas Transportation Rates,"
Barbara Mariner-Volpe (202/586-5878).

e Chapter 5. "Data Sources," Margaret J. {288/586-

7499).

Appendix A. "Overview of Pipeline Design and
Operational Factors," James Tobin (202/586-4835).

Appendix B. "Regional Profiles: Pipeline Capacity and
Service," James Tobin (202/586-4835).

Appendix C. "Data Sources," James To(#02/586-
4835).

Appendix D."FERC Ratemaking ProcessBarbara
Mariner-Volpe (202/586-5878).

Appendix E. "Corridor Rate Analysis Results," Barbara
Mariner-Volpe (202/586-5878).

Appendix F. "Companies with Electronic Tariffs on File
at FERC," James M. Thompson (202/586-6201).

The overall scope and content of the report was supervised by
Barbara Mariner-VolpeSignificant analytical contributions
were made by. Mary Lashley Barcella—Chapter 4, Christopher
L. Ellsworth—Chapters 2 and 4, Jason Feld—Chapters 3 and 4,
Kevin F. Forbes—Chapter 4, Marie-Beth Hall—Chapters 2 and
John H.
O'Sullivan—Chapter 4, Phil Shambaugh—Chapter 3, Michael
J. Tita—Chapter 4, William Trapmann—Chapter 3, and Lillian
(Willie) Young—Chapter 3.

Herbert—Chapters 3 and 4, James

Editorial support was provided by Marie-Beth Hall, Doris

e Chapter 2. "Federal Regulations, Policies,
Directives," Barbara Mariner-Volpe (202/586-5878).

e Chapter 3. "Transportation Flow Patterns," James Tobin
(202/586-4835).

andWells, Ann Whitfield, and Lillian YoungDesktop publishing
support was provided by Margareta Bennett.

Energy Information Administration iii
Energy Policy Act Transportation Study: Interim Report on Natural Gas Flows and Rates



Contents

Page
EXECULIVE SUMMAIY . . . oottt e e e e et e e e e e e e e e e e e e e e e e e iX
Lo INtrOdUCHION . o e e e e e e 1
Changes in Federal PoliCy. . . .. ... 1
MarKet RESPONSE . . oottt e 2
Analytical ApProach . . ..o 2
2. Federal Regulations, Policies, and DIreCtiVES . . . . .. ..o i 3
Industry Restructuring Under the Federal Energy Regulatory Commission. . ... .. 3
Significant Policy Initiatives and Legislation . . . ... ... .. 11
ReCeNt ACHION PlanS . . . .. o e 17
CONCIUSION . . e 19
3. Transportation FIOW Patterns . ... .. .. 21
Changes in FIow Patterns . . . . ... o e e e 21
Changes in Consumption Patterns . . . ... ..ot et e e e 23
Changes in SUPPly Patterns . . . . ... 29
TransmisSIoN NeIWOTK . . .. ..o 31
CONCIUSION . . o e 36
4. Trends in Natural Gas Transportation Rates. . . .. .. ...t 39
Factors Affecting Interstate Pipeline Transportation Rates. .. ... i i 41
The Corridor Rate ANalYSiS. . . . ..ot e e e e e e 46
Capacity Releases and Transportation RatesS . . . .. ... ..ot e 50
Natural Gas Prices and Markups, 1988-1004. . . . .. ... i e 53
Trends in Regional Prices: End-Use and Citygate . . . ... ...t 58
CONCIUSION . . e 61
5. INfOrMAation SOUICES . . . ...t e e e e e e e e e e e e 65
Government Data RESOUICES . . . .. ...ttt e e e e e e e e e 65
Other Information Resources and StUAIES . . . . .. ... ottt e 72
CONCIUSION . . e 75
Appendices
A. Overview of Pipeline Design and Operational Factars. . .. ... i e 79
B. Regional Profiles: Pipeline Capacity and Service. . . ... 85
C. DAl SOUICES. . . . oottt ettt et e e e e e e e e e e e e 101
D. FERC Ratemaking ProCeSS. . . . .ot e e e e e 107
E. Corridor Rate Analysis ReSUILS. . . . . ..o 113
F. Companies with Electronic Tariffson File at FERC . . .. ... ... e 131
GOSNy . . it 137

Energy Information Administration
Energy Policy Act Transportation Study: Interim Report on Natural Gas Flows and Rates



Tables

CeoNoOkWNE

Significant FERC Orders Affecting Interstate Pipeline Companies, 1985:1994. . ......... ... ... ... ..... 4
Major Legislation and Policies Affecting the Natural Gas Industry, 1987-1994. .. . ......... ... ... ...... 12
Growth in Natural Gas Consumption and Related Factors by Region Between 1988 and 1993........... 26
Natural Gas Deliveries to End-Use Consumers by Region and Sector, 1988 and 1993 .. ............... 26
Interregional Pipeline Capacity, Average Daily Flows, and Usage Rates, 1990 and 1994. . .............. 32
Pipeline Capacity Additions, Actual (1991-1994) and Planned (1995-1998). .. ....... .. .. ..., 35
Composite Rate Base, 1988-1004 . . ... ... . e 42
Composite COSt Of SBIVICE . . . .. o e e 44
Estimated Maximum Rates for Firm Transportation Service on Selected Interstate Pipeline Routes,

1991 ANd 1004 . o e 49
Range of Maximum Transportation Rates for Corridors with Multiple Routes, 1991 and.1994. . ........... 51
Average Price for Released Pipeline Capacity by Region,.1994. . . .. ... ... i 55
Average Natural Gas Prices and Price Changes, 1988 and.1994 . ......... ... .. i 56

Energy Information Administration Y

Energy Policy Act Transportation Study: Interim Report on Natural Gas Flows and Rates



Figures

CeoNoORWNE

vi

Interregional Natural Gas Pipeline Capacity, 1990 and 1994. . . . ... ... ... . . i 22
Principal Buyer/Seller Transaction Paths for Natural Gas Marketing. . ......... ... ... ... . ... 23
Flow Patterns on the Interstate Pipeline Network, 1994 . . . ... ... . e 24
Interregional Changes in Flow Levels on the Interstate Pipeline Network Between 1988 and 1994 . .. . .. 25
Percent of End-Use Natural Gas Consumption by Region and by Sectar, 1993 ... .................... 28
Dry Natural Gas Production by Region and Imports, 1988-1994. . . . ... ... . . i 30
Major Proposed Natural Gas Capacity Additions, 1995 through.1998. . ......... .. .. ... .. ... ... ... ... 34
Locations of Major Existing and Planned Market Hubs in the United Statesand Canada. . .............. 37
Indices of Natural Gas Transmission Markups and Deliveries to End Users, 1988-1994 . .. ............. 40
Average Yield on AA Utility Bonds and Rate of Return for Interstate Pipeline Companies, 1988-1994. . . .. 42
Natural Gas Transmission by Type of Service, 1987-1994 . . . . ... ... i e 44
Rate Design in Transition: Modified to Straight Fixed Variable . .. ......... ... ... ... ... ... ... .. . ... 45
Interstate Transportation Corridors Used in Corridor Rate Analysis. . ......... ..., 47
Range of Maximum Transportation Rates for Corridors with Multiple Routes, 1991 and.1994. . .......... 51
Heating Season Revenues from the Release of Pipeline Capacity. .. ......... ... . ... 53
Average Price for Released Pipeline Capacity, November 1993 - March.1995. .. ...................... 54
Pipeline Capacity Held by Replacement Shippers, November 1993 - March 1995. .. ................... 54
Average Price for Released Pipeline Capacity in the Northeast Region, November 1993 - March.1995... 54
Wellhead and End-Use Prices by Sector, 1988-1994. . .. ... ... i et e 56
Components of End-Use Prices by Sector, 1994, . .. .. ... 57
Transmission/Distribution Markups by Sector, 1988 and 1994. .. ... .. ... . i, 59
Indices of Transmission/Distribution Markups by Sector, 1988-1994. . . ........ ... .. ... i, 59
Indices of Residential and Commercial Distribution Markups and Citygate Transmission Markup, 1988:19960
Percentage Change in End-Use Prices by Sector and Region Between 1988 and 1994. . ............... 60
Citygate Prices by Region, 1988 and 1994 . . . . ... ... i e e e 62
Main Menu from the FASTR Sy S aM. . . ... e e e e e 67
Sample Page from the "Table of Contents" Section from the Tariff of an Interstate Pipeline Company,

as Displayed by the FASTR Systenm. . . ... e e e e e e e 68
Sample Sheet from the Tariff of an Interstate Pipeline Company, as Displayed by the FASTR System ... 69

Energy Information Administration
Energy Policy Act Transportation Study: Interim Report on Natural Gas Flows and Rates



