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Summary of Tennessee Gas Pipeline Company’s “Northeast Energy Direct Project” 
 
1. Project Details 

Who are the Players? 
 
 Tennessee Gas Pipeline Company, L.L.C. (TGP), a subsidiary of Kinder Morgan, proposes to 

build the Northeast Energy Direct pipeline project (the NED).   
o TGP does not produce or own natural gas; it is simply the “toll road,” transporting natural gas through 

its pipeline system on behalf of others. 

 
 The Federal Energy Regulatory Commission (FERC) regulates interstate pipelines and must 

issue a Certificate of Public Convenience and Necessity (CPCN) authorizing NED construction. 
o Process expected to take about 2 years and will include the participation and input of scores of other 

federal and state agencies, NGOs, affected municipalities, and other interested persons. 

 
 The Maine Public Utilities Commission does not regulate interstate natural gas pipelines, but 

has authority to purchase capacity on the pipeline to benefit Maine.  
o The developer of a building complex needs to lease a certain amount of space in the building in order 

obtain loans to construct the building.  Likewise, natural gas pipelines must contract with parties to 
ensure the investment can be made. 

o Action by State of Maine in the short term to “lease” space on the NED will help ensure it gets built in 
the shortest possible timeframe and therefore benefits Maine and New England the most. 

What is the NED Project? 
 
 Will traverse parts of PA, NY, MA, and NH, delivering incremental low-cost Marcellus Shale 

natural gas to points all across New England. 
 As currently proposed, would transport up to an incremental 1.2 billion cubic feet per day (Bcf/d) of 

gas to New England. 
 Approximately 90% of NED co-located within or adjacent to existing utility corridors, thereby 

minimizing environmental impacts. 
 Gas produced in the Marcellus Shale will be transported to Dracut, MA, a connection point of 

many pipelines, from where it can travel to Maine unconstrained on the Maritimes Pipeline. 
Interstate pipelines must provide open-access service on a not unduly discriminatory basis. 

 NED will relieve existing bottlenecks in southern New England, which currently prevent some of 
the lowest-cost gas in the world from reaching increased demand New England. 

 Bottlenecks cause $2.00/MMBtu gas produced in PA to cost $20.00/MMBtu or more in New 
England throughout winter, with price spikes to over $100/MMBtu; natural gas at $2.00/MMBtu is 
the equivalent of heating oil at about $.40/gallon. 

When will the NED be Permitted and Built? 
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 TPG has begun the FERC process and is developing the NED’s Environmental Report with 
cooperation and input of regulators, government officials, NGOs, and individual stakeholders. 

 In-service is projected for November 2018. 
 In-service date depends on TGP filing its FERC CPCN application in Fall 2015 and obtaining the 

CPCN (and other permits) by the end of 2016, so that construction begins in January 2017.  A 
month or two delay now could prevent New England from saving $3 billion in energy costs in 
winter 2018-19. 

 Prompt action by Maine to buy capacity on the NED now will help ensure the November 2018 in-
service date.   

 
2. How Much Gas Does New England Need? 

 
 On a peak winter day, gas utilities serving customers for heating and cooking demand about 4.5 

Bcf/d.  At the same time, electric generators demand another 1 Bcf/d.   This 5.5 Bcf/d maximum 
demand is served by pipelines from the south and west with a capacity of only 3.4 Bcf/d. 

 Thus, New England has a pipeline capacity deficit of about 2.1 Bcf/d.   
 LNG peaking facilities help, but the region’s offshore LNG facilities have been unreliable and 

extremely expensive due to worldwide LNG demand, especially when oil is expensive. 
 Supply from Atlantic Canada is dwindling and will be near zero by 2020. 

 
3. Why Hasn’t the Pipeline Been Built? 

 
 Gas utilities are regulated, able to recover their prudently incurred costs, and obligated to serve 

customers.  Since many people are converting from oil to natural gas, gas utilities’ demand is 
increasing. To meet this need, they can sign up for long-term pipeline contracts and pass the 
costs on to their ratepayers. 

 Electric generators are not regulated and simply try to sell into the daily market.  They do not have 
the credit to sign long-term pipeline contracts because they have no guaranteed long-term sales.  
Generators often rely on “interruptible capacity”—what’s leftover in the pipeline after gas utilities 
have served their customers.  This is like having standby plane ticket, not a confirmed seat. 

 Since 1997 New England has constructed ≈15,000 MW natural gas-fired electric capacity (≈25 
large generators).  However, due to the nature of and rules regarding the electricity market, these 
generators did not contract with pipelines to expand their systems to meet this increased demand.  
As gas utilities use more pipeline capacity to serve their new and existing customers, there is less 
“leftover” for this existing fleet of electric generators. 

 In winter, these gas-fired generators frequently cannot run because they cannot get gas, and 
instead, New England has reverted to burning coal and oil.  In other words, the airplane fills with 
guaranteed ticket-holders now, leaving standby passengers behind. 

 There is a failure in the organized electricity market that prevents these generators from 
purchasing pipeline capacity sufficient to meet their needs throughout the winter.   

 Maine recognized the problem and passed the Maine Energy Cost Reduction Act.  Maine should 
use this authority to purchase pipeline capacity to ensure that natural gas pipeline expansions 
such as the NED can help solve this fundamental problem of reliability and cost.  Capacity 
purchased by Maine can eventually be sold to electric generators in New England when a market 
solution is created to allow generators to recover the costs of pipeline capacity.  



 

 - 3 - 
8124595.1 

 The same environmental groups that urged New England to build 25 natural gas power plants (to 
displace coal and oil) are aggressively urging inaction.  Meanwhile, the remaining coal and oil 
generators, with the adverse environmental consequences they bring, have become essential to 
grid reliability again. 
 

4. What Harm is the Status Quo Causing? 
 

 Natural gas price spikes have increased the wholesale cost of electricity in New England from 
$4.77 billion in 2012, to $7.49 billion in 2013, to $9.1 billion in 2014 (with a very cool summer).   

 Retail electricity rates will eventually reflect these costs: 9 electric utilities across New England 
have already raised their rates between 25 and 100%.   

 Every year that New England is short on pipeline capacity equates to a multi-billion dollar 
electricity tax, plus increased cost of natural gas for heating and cooking. 

 We will continue to burn coal and oil in the winter, when “standby” natural gas is unavailable at 
power plants or too expensive for those natural gas generators to sell into the market, thereby 
polluting our air. 

If you would like to show support for the NED through the public process at the Maine Public 
Utilities Commission, you can submit comments electronically, on the public record, by going 
to the Maine Public Utilities Commission website and following the directions below.  While 
there is no set timetable for a Commission decision right now, we encourage you to file by 
April 1, 2014 to ensure there is proper opportunity for parties to consider and respond to your 
comments. 
 

 click the “online filing, docketed cases” tab on the left 
 click “Public”  
 click the “Submit a Comment in a case” link 
 Type in case number “2014-00071” 
 (The following link will take you to this point: https://mpuc-

cms.maine.gov/CQM.Public.WebUI/Comments/PublicComments.aspx?CaseNumber=2014-
00071.) 

Now you are ready to file your comments. Fill in the required fields, type in the security text, 
and click “submit comments.”  Alternatively, you can attach a word or pdf document that 
contains your comments.  
 
If you would like assistance in filing or drafting comments, please contact 
RBorowski@preti.com.  
 


