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Basis Blowout - Jan 7, 2014 

Henry Hub

$4.51/$4.60

TX Eastern M3

$43.51/$60.00

Transco Z6-NNY

$71.14/$94.00

SNG LA

$4.53/$4.62

Transco Leidy

$2.70/$3.20

Transco Z5

$70.43/$99.00

Avg/High Prices ($/MMBtu)

Gas Daily Indexes for 1/7 Flow Date

Transco St. 85

$4.57/$4.70

Florida city-gates

$5.17/$5.30

Chicago city-gates

$7.44/$9.50

SoCal Gas, city-gate

$4.67/$4.68
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Reductions in Purchased Gas Cost (PGC) Rates 
Translate into Savings for Customers (2015)

Utility PGC Rate / mcf % Change
Customer^  

Savings

2008* 2015* 2008-2015 Monthly

PECO $11.10 $3.53 68% $113.55

NFG $10.34 $3.10 70% $108.60

PGW $10.58 $4.17 61% $96.15

Columbia $10.25 $4.68 54% $83.55

Equitable $11.81 $4.22 64% $113.85

UGI $11.79 $4.85 59% $104.10

UGI Penn $10.66 $4.22 60% $96.60

Peoples $9.53 $2.59 73% $104.10

* 1st Quarter 2008 and PUC-approved rate for 2015 ^ Residential heating customer using 15 mcf/month
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Pipeline Development in PA

ÅAtlantic Sunrise $3 billion

ÅPenn East $1 billion 

ÅNortheast Energy Direct $3.3 billion

ÅMariner East I & II $3 billion 

TOTAL INVESTMENT $10.3 billion

Project Cost Status
-7(c) application pending at FERC
-2016 construction begins
-July 2017 in-service date

-7(c) application pending at FERC
-Spring 2017 construction begins
-Early 2018 in-service date

-7(c) application pending at FERC
-January 2017 construction begins
-November 1, 2018 in-service date

-ME I- began propane shipments 
2014, fully operational Q4-2015
-ME II ςplans to be operational in 
Q4-2016

4



Marcellus BTU Characteristics Create 
Ethane Issue

Marcellus

Shale

HOTTER  (C2+)
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Marcellus  Characteristics

Á NE PA Marcellus:

Á Processing not needed

Á SW PA Marcellus 

Á Has ƘƛƎƘŜǊ .¢¦ Ҧ ǇǊƻŎŜǎǎƛƴƎ is
needed

Á Industry solution for ethane 
transport needed

Á Pipelines may not accept higher 
BTU

Á No regional ethane market

Á Traditional approach: build NGL 
line

Á Infrastructure does not exist

Utica

Shale

Marcellus

Shale
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Gulf Coast is Premium Ethane Market

Mont Belvieu, 

TX

Eunice, 

LA
Plaquemine, 

LA

Mt. Belvieu Louisiana Markets

Ethane Extraction 

Capability

Å197 million BPD

Å22% of US Cap

Å361 million BPD

Å40% of US Cap

Lake 

Charles

ǒLargest Ethane Market in North America

-70% to 75% of total Ethane 

Cracking Capacity

ǒSubstantial logistical infrastructure 

exists to enable efficient ethane 

consumption

ǒEthylene industry has been increasing 

ethane cracking capacity since 2008
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The Ethane Solution 

Sarnia

Gulf Coast

Philadelphia

To Europe

Mariner West:

ÅEthane from Houston, PA 

Plant to Sarnia, ONT

Å25 mile pipeline to 

Vanport, PA + modified 

Sunoco Logistics pipeline

Å50,000 Bbls/d

Mariner East:

ÅEthane from Houston, PA Plant 

to Marcus Hook site in 

Philadelphia + barged to 

Europe or GOM

ÅConversion of 250 mile 8ó 

refined products line

Å70,000 Bbls/d

Cove Point LNG

ÅExports of 0.77 

bcfd

Å2017 in-service 

date

More than 80% of the NGL in the U.S. are processed in 2 states.  Why?
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Projections for Natural Gas and Ethane in 
the Marcellus Tell Same Story

ÅBy 2020, Marcellus grows to 8-11 Bcf/d 

ÅHistorical estimates reflect ~1/3 of Marcellus is high BTU, ethane rich
ÅHigh BTU Marcellus equates to 140 ς300 MBPD ethane
ÅIdentified 4 projects initially allow for 265 MBPD ethane
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Midstream Development Implications:
A Globally Competitive Petrochemical Industry
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Ethylene Cash Cost of Production 
January 2012 $ per metric ton

Due to a significant increase in North American ethane production, the U.S. chemicals 
industry is now one of the most cost competitive in the world.  

Sources:  AT Kearney, Morgan Stanley, and CMAI

Deal activity expected to increase thanks to a resurgent U.S. industry seeking project 
financing for up to 10 new world-scale cracker and derivative plants.

A projected $33 billion debt peak in 2018 for chemical industry, and depressed 
ƳŀǊƎƛƴǎ ŘǳŜ ǘƻ ¦Φ{Φ ǎƘŀƭŜ Ǝŀǎ ǿƛƭƭ ǊŜǎƘŀǇŜ ŎƻƳǇŀƴƛŜǎΩ ŦǳǘǳǊŜǎ
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A Call to Action

ÅEncourage responsible pipeline development 

ÅCreate opportunities for enhanced communication 
between midstream operators and other key stakeholders

ÅEnsure that necessary resources are available for 
midstream permitting, planning, and inspection

ÅMaintain the protective adequacy of pipeline safety 
regulations

VReauthorization of the Pipeline Safety Act
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QUESTIONS?
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MACRUC 21st Annual 

Education Conference

The

Shale 

Revolution



MACRUC 21st Annual Education Conference
Shale Revolution

James Bradbury
Senior Policy Adviser 
Office of Energy Policy and Systems Analysis
U.S. Department of Energy

Prudent Development of Domestic Oil and Natural Gas Resources 
& 5h9Ωǎ Natural Gas Modernization Initiative
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SHALE RESOURCES REMAIN THE DOMINANT SOURCE OF U.S. NATURAL 

GAS PRODUCTION GROWTH

Alaska

Source: U.S. Energy Information Administration
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FEDERAL POLICY AND RESEARCH PROMOTES INNOVATION

1970s

ωR&D to improve shale and other unconventional gas 
extraction

1980s-1990s

ωSection 29 tax incentives

ωIndustry partnership to make drilling in the Barnett Shale 
economic  

2010-Present

ωResearch continues to promote shale exploration, 
development, and environmental protection 


