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Workshop Summary The NPC de_vered its report, Meering the Challengesof the Nation's Growing Narural Gas Demand, to Sec-

retary Bill Richardson in .December 1999.

Introduction Today, natural gas supplies almost a quarter of the

N:ition's energy needs. As projected in the NPC 1999

In the last ten years, the U.S. has struggled with the report, demand is expected to grow by almost a third

decision ofwhat furl, or fuels, to rdy on to power the by 2010, increasing to 29 trillion cubic feet {Tr.f) in
lqatiods economy as we move into the 21st century. 2010 and to beyond 31 Tcfby 2015 (Figure 1).

Two of the primary criteria in this decision are that Demand will increase in all consumption sectors--

the furl has to be available in secure, rdiable, and residential, commercial, industrial, and electricity

reasonably-priced volumes, and that the fuel has to generation--with the largest growth in electridtygen-

contribute to the goal of protecting the environment, eration as natural gas remains the preferred fuel for

Out of this process, natural gas dearly emerged as new electricity generation facilities (Figure 2) and in
the furl-of-choice for the coming decades, all regions of the country (Figure 3). More than 14

In 1990, when it first became apparent that natural million new customers will be connected to natural

gas might play a bigger role in meesing the country's gas supply by 2015 and many more will find their
needs for a dean and reliable fuel, Secretary of En- growing dectricity needs met by gas-fired generators.

ergy James Watkins asked the National Petroleum As described in the 1999 report, the Council found

Council (NPC) to undertake "...a comprehensive that the domestic natural gas resource base was ad-

analysis of the potential for natural gas m make alarger equate to meet increasing gas demand for many de-
contribution, not only to our Nation's energy sup- cades. It also found, however, that realizing the full

ply, but also to the President's environmental goal." potential ofnatural gas usein the United States would
The Council responded with a 5-volume report in ,equire focus and action on seven critical factors m-

1992 entitled, Tl_e Potential fbr Natural Gas in the duding:
United States, which concluded that "natural gas has

the potential to make a significandy larger conrtibu- - access to resources and rights-of-way;

tion both to this Nation's energy supply and its envi- • continued technological advancements,
ronmental goals." This was a landmark report that
encouraged U.S. industry and government to rely on - financial requireanents for developing new

natural gas to meet the Nation's energy and environ- supply and infrastructure,
mental goals.

Exxeaded

The NPC 1999 Report 35 Fo P.,
By 1998, it was apparent that the move

towards natural gas envisioned in the 1992 _ 30 • .

NPC report was occurring even faster than _ _ _

expected due to growing industrial de- L_ j_'"_round, slower-than-expected improvements = 25

in end-ure effldencies, and restructuring _ _" -- ,_,,,,,c_,-_c.
of the electric utility industry:. In response, 20 ,_z nmt,. r,

m _-,a
Secretary of Energy Federi¢o Pe_a asked the ,m _c,h.r ao.,_

Council to =...reassem its 1992 study" tak- 15
hag into account the past five years' experi- 1990 1995 2000 2005 2010 2015
ence and evolving market condirions that Yea*

will affect the potential for natural gas in Figutt I. U..S.NautralGasDtmaad. Comparlsonof1992and 1999NPC
the United States to 2020 and beyond." gq,ort,.

2
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• availability of skilled workers, tion versus the environmental impacts of
natural gas exploration and production, and

• expansion of the U.S. drilling fleet,
• new servicesbe designed to meet changing

• assuring reasonablelead times for devdop- customer needs.
meat, and

The Council alsorecommended thar, recognizing the

* meeting changing customer needs. Nation's changing energy needs and the dynamic na-
ture of natural gas markets, the Department should

periodically monitor trends in the assumptions used

in the study and progress in meeting the critical fac-
tom identified in the report.

DOE'S Workshop on
March 5-6, 2001

• _ _._ --1-u i=vo,_.t.,,_l,_i_ ,. ,J,= Sincethe NPC report wasreleasedin December 1999,
=adla,aiwi, h.t-t_._ion _ _ _ _,5 the domestic natural gasmarket has experienced con-
. c_,_r,,i,=,_ ¢,_, dr,ie_/,iu _ siderable volatility with prices for natural gas reach-

Figure2.Natural Gas Demand Growth inNPCReferen¢_Case ing as high as $10 per million Btu (MMBtu) on the
(1998-2010): Distribution of 7 Tcf Increase by Sector. spot market. In 2000, average wellhead prices were

about $3.40 per MMBtu ($1998), 70% higher than
In response to these concerns, and to ensure that the the typical $2 per MMBtu price seen in the 1990s
mutual goals of government, industry and consum- (Figure 4). Historically high gasstorage withdrawals
ers are met. the Council in 1999 recommended that: and imports were required to meet gas demand. In

" an interagency group be formed at the viewof these recentmarketevents, and concernsraised
highest levelsof government to createa that demand for natural gas may be increasing at a
strategy for natural gas in the Nation's rate that the natural gas industry may find di_cult
energy portfolio, to supply, it was clear that a reviewof the report and

its assumptions would be useful.
• a balanced, long-term approach for responsi-

bly developing the Nation's natural gas
resource base be established,

" technology researchand develop-

ment be emphasized, _Z'._ I i_

• a plan for capital, infrastructure, -. 'i'lL

and human resourcesbe c_eated, _

• government processes that impact _. "_l :,D ,_

gas development be streamlined l

to eliminate duplication and .::..,_' :_'z _ ' • _-conflicting directives.

• the impact of environmental
regulation be assessed to objec-

tively weigh the environmental _ _,,c._., _r"-. m_._ _ "" _ I
benefits of natural gas consump-

Fig=re3. Natural Gas Demand Will Increase lmAll Regions ( 1999 NPC
gcfercnc_ Ca=c).

3
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Accordingly, the Department sponsored a

workshop on March 5-6, 2001, to provide $4.50

an opportunity for industry and government t4.00 :
"N J-executives, especially those individuals who $5.5o _'-x /:" -

participated in devdoping the NPC 1999 $3.0o
_po_t, to discuss and share their individual $2.50 _-"_

observations on the report and changes that $2.00 "

have been seen in the marketplace since the $1.50 -- Actual
report was released. $1.0o • NPCLow_

A _roadmap" highlighting key assumptions $0.5o _- NPCH/gh_
flora the NPC 1999 report provided the S- 1980 1985 1990 1995 2000 2005 2010 2015
backdrop for workshop discussions
(Figure 5). In _hrcearcasthat corresponded 19985tMMBm
to TaskGroups previously organized by the Fq_4. AveragcO.S.Wdllu_G_Pfia_--1999N]PCC.aa_.

Council--Demand, Supply, and Transpor-
tafion and Distribution---the workshop participants The Depar[menr requested that the workshop par-
reviewed: dcipanu share their expert insights and observations

on the recent events in the natural gas indusu'y, and
- assumptions used in the NPC 1999 report did not seek a consensus view. The purpose of theReferenceCase or derivedfrom the model-

ing results, workshop wasforthe participants to gain an improved
understanding of our Nadon's energy situation and

- changes in natural gas market conditions the evolving role of natural gas in meeting the energy
and public policies since the NPC 1999 needs of consumers.
report was released,

° the magnitude of these changes (e.g., as
compared to results or sensitivity
analysesfrom the NPC 1999 ReferenceCase
report), and

Scmidvity Cases
" possible implications these changes may - R_,xu_

have for the results, findings and recommen- . ................ - "hdmobgr
dations of the NPC 1999 report. - oa I'_:

" GDP

• Ar.m_

l I

Demand Supply Transmission/Distribution

"U.5.GDP Growth ResomceBase "MajorProjectsCompletedandPlmug.d
U.S.IndustrialPgxgluctionIndez °Domesfc GasPmclac_mt BashDifferentials

Cared/anGDP Growth Ccn_mdcml,GOM. Ut_mdcmal LHGlmpom
crude Oil Prices WallsandF_ _ "Fr_n6elPipelineProjects"E_u_cit?Ekaaand
"NewPowttidlan¢Comang'xion lmpar_andEapmu (Ahsi_. lq'WTeaim¢i_|
Pm_#t FudSwitcbi,_Cal_iil_ Camd_.Mexke LNC "lrqxliacCemmmien C._
Nuc.karplantRdkr.ralng .Tedmdag7 PmlFe_ Gas5tor-gtC.¢ma
CoalandNur.lz_CapacityU61izatloa EaploradonS,_,_._ NewScr,,i_s
lad_'ri_ md _6al/Comm_cial Dr//l/ngF_ffg/mc_ A._ to gi#m of Way

NaturalGasDgmaad "Accessto Resou:_ FinancialRequima_ts

We*thet Fiaa_al R_u/_m_

"Keyiss_m

Figure5. HPC Natural GasStwuJyRoadl_p.

4
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Workshop Commentary There was discussion among the participants that ifoil prices stayed high, upward pressure would be

Over the past two years, a number of significant placed on gas prices because in the NPC Reference
changes have taken place in natural gas markets. De- Case and in most of the sensitivities, potential gas
mand has increasedsignifieandy_driven primarily by demand was projected to be switched to oil to bal-
power generation needs, while domestic production ance the market. If oil prices were higher, then gas
has aot kep_ pace with demand. The situation prices would also he higher than projected. While
reachedlevelsofsignificam concern this past Decem- these higher prices would bring in more gas supply,
bet when the "perfect storm_ hit domestic gas mar- they might also inhibit long-term gas demand by,
kets. Following acold November, December waseven for example, making coal more economic for new
colder--over 20% colder than normal. Gas storage power plants.

had already been heavily drawn down and, the sup- The participants discussedthe fact that about 12,000
ply/demand balance wasdghr asend-users that could" megawatt (lVIW)of new coal capacity beyond that
switch to oil had already done so. As a result, in projected in the N-PC study has already been an-
December 2000, wellhead natural gas prices nation- nounced in the last six months due to high gas and
wide averaged$5.55 perMMBtu, almost three times oil prices.There was some disagreementas to whether
the prices one year earlier,and peaked at over$ I0.00 these and other newcoal phnts that might beplanned "
per MMBtu. in the future would add to the NPC projection for
The increaseddemand over recent months has been coal generation or make up for old coal plants that

made up mostly by one-time increased drawdown will be retired due to the high cos_ of retrofitting
from storage,aswell as increasedhnpor_sfrom Canada environmental controls.

and decreases in demand (fuelswitching and reduced As might be expected, workshop participants pre-
consumption in the industrial _ector). The extent to sented a range of views, from expectations that the
which these trends can continue is unclear. It ap- marketplace would shortly come back into balance,
pears that demand will continue to grow as least as albeit at higher price levels than in the past, to more
quickly as envisioned in the 1999 NPC report, and ominous views that acute natural gas shortages may
possibly faster. As a Nation, we need to examine be in the offing in the near future. What became
closely how the marketplace will accommodate this clear,however,was that theremay be inadequate data
increased demand for natural gas. at this time with which to decide among differing

With respect to oil prices, the NPC Reference views _egardingthe implications of nascent trends.
Case oil priceassumption was$18.50PoblWest
Texas Intermediate (WTI) in real 1999 doi- $35.00
larsand $16.50 forrefiners averagecost ofcrude
(RACC). These prices were chosen for the $30.00. /_
study because they ate the actual long-tun $25.00 -/-

• J_- /

averageoverseveraldecades.(HighOilPrice $2o.oo_/_.j:- \

and Low Oil Price sensitivity cases assuming "--_ /
long-run WTI oil prices of plus or minus $15.00 ._,. _,/
$3.50/bbl were also run.) Actual oil prices $10_00

j _ NPC99
(Figure 6) in 1999 and 2000 were higher than SS.OO - - P,,_d (EIA)
even the High Oil Price case. The high oil i
prices stimulated drilling activity and led in- $0.00
directly to higher gas prices through much of 1995 1996 1997 1998 1999 2000 2001
2000 when gas competed with distillate and
fuel oil at the burner tip. F;p_ 6. Oil Price (RACC) (Nominal U-S. Dollars per Barrd).

3001
DOE006-0358

Obtained and made public by the Natural Resources Defense Council, March/April 2002



Participants universally saw the need for increased Natural Gas Demand
bcnchmarking of key demand, suppl]_ and transmis-
sion and distribution milestones, which would hdp The estimated actual gas demand in year 2000 was
clarify the situation. Further, there was a call to re- about 0.5 Tcfhigher than expected by the NPC 1999
convene another workshop in six to nine months when report reference case (Figure 7)2 Workshop partici-
improved data on year 2000 and information on pants discussed how harsher weather in 2000, to-
trends for 2001 would be available and more mean- gerberwith less electric product/on flora hydro units,
ingful directions could be established, had contributed to the strong demand for natural

The NPC 1999 report has been characterized as the gas. The pa_idpants aJsonoted that unusually high
net withdrawals from gas storage, bo_h in the U.S.most definitive body of information outlining

industry's ability to meet future dcmand for natural and Canada, helped meet the demand for natural gas
gas in the United States. And, overwhelmingly,work- - when gassupplies were lowerthan expected in 2000. z
shop partidpants reaffirmed the Value of the NPC As foreseen by workshop participants, higher growth
1999 report and the validity of the recommendations in the Gross National Product (GDP), greater instal-
therein. While the growth in natural gas demand lation of gas-firedpower generation opacity, erectS-
projected in the report may mm our to be conserva- ing environmental concerns, and government poll-
tire if demand increases more rapidly than antici- des that encourage gas use, could all contribute to
pated, the common theme expressed by workshop future gas demand growing even faster than set forth
participants W_LSthat the results, timings and rex:- in the NPC 1999 report. Close monitoring and
ommendationsoftheNPC 1999report areeven more benchmarking of this issue was determined by the
critical today and that, as a long-range document, it workshop participants be ahigh priority, particulady
remains valicL lr was stated repeatedly that an even to provide reliable information to industry.
greatersense ofurgency should be attached to its find-
ings and recommendations, particularly for decision Given short-term GDP growth of 4.2% in 1999 and
makers in government and industry. 5%in 2000, versusthe long-term 2.5%annual growth

The balance of this workshop summary pre-
sents the key issues and trends identified
and discussed by workshop participants on 24.0
natural gas demand, supply, and rranspor- --h'PC 99
cation and distribution. The report also ex- 23.5 .4- Est.Actual(EEA) /*

amines the status of the critical factors set 23.0 _-J"f
forth in the NPC 1999 report and high- _g
lights new issues that have emerged since 22.5
the issuance of the report. Material fiom
presentations made at the workshop can be 22.0
foand in theAppendix. For the sakeofb_-v- 21_s
icy;NPC 1999 report assumptions that were
not consideredby workshop participants to 21.0
warrant critical bcnchma_klng are not de- 1995 1996 1997 1998 1999 2000 2001
scribed.

Fqpsrc 7. IJ.S. Total Gm Consump[_a {Tcflycar).

' Estimated actual demand f_r 1999 and 2000 wen: calcahtrd by adjusting EIA's comumpfon d=*= (somce: E1A'sNsn, ral G_ A_+*_I ,,_l l¢,mm*l
Gas Mcmth_} by Hdr "balancing items" to less gas produc+ion and g_catcr gas coammp6on fur those years.

z V,q_dethe NPC pcojectian fonma* that He dlilling declines in 1999 would )cad m a ve./6gh_ gas mark_ in 2000, h had assumed _ furl

s_tching to oil (rather than s¢oragt withdr_n,rals} would balance the masher. High prices for oil in 2000 prevented the fuel t_v/tchins from occurring
as anticiFatcd.

6
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assumed in the NPC 1999 report Ref- Increas_ Ga.s/Oil-FinaJ

erence Case (Figure 8), workshop par- Faste+GDP Growth Electric Power Capacity
ticipants stated that consideration (2000) (1998-2000)

40
should be given to using higher GDP 6.0% .5.0% | 38

growth rates of about 3% in future !,.0% _._" 'analyses of natural gas deman& it was '_.- _, :
noted that the EIA had increased ex- _ 4"0°_ - ": 30 GW

peered GDP growth rates to 3% annu- _ 3.0% - ii' L_ !

ally in recent analyses. (The NPC _ . +2.5%z.0% __ 25-
analysis also included a 3% GDP _. . " _=
growth sensitivity case.) Partidpanrs 1.0_ - ."_ - 20 7-

observed that, if actual average GDP ....

growth rates continue to be higher 0.0% Actual* NPC 1999 0 [--- -- Actual** NPC 1999

than the 2.5% average GDP growth Stud)" Study
rate used in the NPC Reference Case, *EL_ Short Term Energy Oudook, Natural gas for dectfidty-
the gap between actual natural gas de- Jan 2001. 4 yearsahead of NPC projection
mand and the Reference Case demand **EEA

could widen significantly as time
Figure8.GDP Growth(2000)andGaslOiI-FircdElccxricPowerC_.apac_{1998-

progresses. 2ooo).

Workshop participants acknowledged Nation's industrial sector and how much reduction
that more gas-fired power capacity had been installed -

in the past two years and thaf much more would be in industrial gasdemand occurred this past winter as
installed in the next several years than expected in aluminum and ammonia plants shut down their

the NPC 1999 report. Partidpants noted that the manufacturing capacity and sold gas back into the

availability of data on the role and use of these plants, marketplace.

ranging from peaking to near base load, would be Workshop participants expected that actions that may
useful to better define new demand for natural gas be taken to address concerns over the role of carbon

from power generation, dioxide (COz) and greenhouse gas emissions as well

Much workshop discussion centered on the need for as controls on other coal-fired power plant emissions

improved data on national as wall as regional dec- would likely increase the demand for natural gas.
tricity demand and capacity. Improved data on new Placing CO 2capture equipment in plants would sly-

gas-fired generating capacity was viewed as particu- nificandy reduce {by 20 to 25%) the generating ca-
lady important, as companies look to rebuild spare pacity of current coal-fired power plants.

capacity in selected regions of the country, such as
California and New England. It was noted that re- Natural Gas Supply
duced electricity generation from hydropower had ex- Workshop participants recognized that supply is de-
acerbated the California power crisis, although in-

creased utilization of nuclear plants had compensated termined fundamentally by the quality ofthe resourcebase and the availability of appropriate technology
for shortages in hydropower nationwide. by which to produce it. In the U.S., the natural gas

Considerable workshop discussion centered on estab- resomce base is large. But, at the same time, partici-

lishing how much fuel switching actually took place pants emphasized that the remaining domestic natu-

last year when natural gas prices (on a Btu basis) ex- ral gas resource base is geologically complex and con-
ceeded distillate oil prices. Also, there were requests fists of smaller fields. The geologic quality of remain-
for improved data on the physical (and regulatory) ing resource_ is likdy becoming poorer, or as described

ability to switch from gas to distillate and mole reli- in the words of one participant, mimicking the popu-
able information on the fuel choices available to the lar political slogan, _It's the geology, stupid-" One

7
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participant observed that his

company has drilled prospecu _ 20 1s.9

down to about 4 BoCand what _ _,_.I.T_ al Omhore
is left is smaller, tighter and .7 15 -_.Dm/o mc Conventional/ GOM Unmnventlona}
costly to drill. He also noted _ [_i_.'-_ _ other O6_ C_*

that reserves growth is not as g 9.4
great for new fields as was the ._ 10 ,.7

case in the past. suggesting _ . 53 5.7 5+1 4_

should be monitored. It was
stated that fronfier areas such _ o _ .pc:_ _..., ,,c,_ _ .Pc:_ _ mc,_

as the Arctic and deepwater Som_ s,_ s,_ s,_ s_
offshore provide opportunities Total- EIA Monthly EnergyReview.Jan 2001 (0.4 Tcfof Diffet_tce
for improved exploration suc- Due to CalibrationDiff¢rcnces,NPC v, EIA).
tess and expanding the resource Offsho_- ARIeaimat_.

base, but that many of these Unconventional-ARl estimates

frontier areas are on public Ftgu_9. Dom¢aticNamraiGasProdt_-tionfol20OO_tasBdowrzxpcctat;ons,Eatcclpt
lands and have access con- Unooa*_atlonalGas.
straints. To address these is-

sues, workshop participants suggested that trends in In contrast, progress in E&P technology appears to

exploration and production (E&PI should be moni- be lagging (Figure 11). The NPC 1999 report Ref-
tared to discern if reserve additions per well and Grid erence Case assumed a 1.5% annual improvement in

sizes are truly declining faster than anticipated, ira- exploration success, while recent actual success rates

plying the need for more drilling and higher costs appear to have declined. Similarly, drilling effldeacy"
than anticipated in the NPC 1999 repo_ (footage drilled per rig per year) was assumed to im-

prove 1.25% annually for operations onshore and in
In 2000, actual natural gas production in the U.S. the shallow Gulf of Mexico (GOM) and 1.5% in the

relative to the NPC 1999 report Reference Case was deepwater GOM. While drilling effidency improved

lower than projected (Figure 9). Greater natural gas through 1998, recent data appear to show a decline.
imports and withdraw,Is from storage were used to

The group felt strongly that these issues need to Ix
meet demand (Figure 10). Workshop participants closely monitored, recognizing that more data is
indicated that prompt analysis of the reasons behind needed before it can be determined if these are short-

the (thus far) lower-than-expected supply response term events or long-term changes in these factors. Ac-
wa_ essential for understanding the oudook
for future natural gas supply.

20 1919
Although domestic production for 2000 ap-

peared to be less than anticipated in the NPC

1999 report, whether this is due to low prices >. Dor_ estic Net Imports Withdrawals
in previous years inhibiting investment in new _ Prod,, orion From Storage

drilling, to time lags, or to poorer exploration _ 5 "-_' ; 3.0 '
success rates and drilling ef'fidencies is not yet
dear. Several workshop participants expressed oE
the view that sufficient time had passed for r_ • - 0.8

seeing a production response given the speed 0 _ 0.1

with which welk are hooked up to the pipe- ^_ NPCStud},I999ActualNPCstudy1999ActualNPCstudr1999
line system in the present market. Sou:c_.EnergyInformationAdministration

Figure!0. Actualvs.ExpecteJSourcesof NaturalGasSupply2000.

$

3004
DOE00_-0361

Obtained and made public by the Natural Resources Defense Council, March/April 2002



oa,_ c.__+,n _ r.m_ been dted by the Minerals Management

3s s.,o_, o994-2o00) .--Jgo o_- 2000) Service (MMS) and industry as providing

_._ _ a stimulus to deepwater development, ex-
g r- t0t pired in December 2000, an opportunity180

R was missed to continue the program and

provide strong incentives for increased
_ 17a
_ deep water production. It was noted, how-ol

0 _ ever, that the MMS extended deepwatcr
160

i_-_z I_s +s_2ooo ns,u-97 !_ i_00 royalty rdiefin a reduced form and also

0*nO 0_._.> t_) tA-t.) provided incentives for natural gas devel-
so._E_^m<_mye,_-,_r_.j,.2oo_, s.,,,_ejauomh_.q_,_.J..zO0_, opment on the shall?

F'_ i l. Pml¢'*_in E&P Tec.knology. Given the delayed domestic production

celeraring depletion rates were cited as one cause for response to drilling, much of the-spare

overall flat or falling production and that depletion supply rapacity to meet demand growth was con-
rates should also be monitored. As demand for natu- sumed the past year. Canada has been exporting natu-

ral gas increases, due to smaller f_dd sizes and more ral gas to the U.S. significantly in excess of NPC 1999

rapid depletion, some perceive that industry may be report projections. It was indicated by workshop par-

=running in place" to maintain production despite tieipants that it is unclear whether Canadian produc-

doing all it can to increase the pace ofdriiling activ- don can uphold this trend. The Maritimes and
iry. Northeast pipeline, which came onstreara a year ear-

lier than projected at a rate of 440 million cubic feet

The group noted that near-term supply response will per day, accounts for a portion of the increase in Ca-

depend upon production from coalbed methane nadian imports. Additional gas imports came from
(CBM) and the deepwater GOM, which are being drawdown of Canada's gas storage. Participants indi-
produced at rates higher than or equal to these pro- cared that further information would be valuable m

jeered in 2000. more fully understand the nature of the gas supply

Longer term, U.S. production will depend on having from Canada. One encouraging note was that drill-

adequate technology to ef_FIciendydevelop coalbed ing in Canada is moving further toward frontier ar-
eas. northern basins, and deeper formations in estab-methane, deep gas, tight sands and other unconven-

tional gas plays. Independents will continue to play iished basins.

the critical role in developing these new natural gas Partidpants also noted that pipelines from beth Alaska
plays and will be users of newly developed technol- and the MacKenzie Delta may be needed to meet

og)_ Observations were made that there have been future natural gas demand. Even though natural gas
very few =step change" improvements in exploration from these areas may not be available to the Lower-
and production technology over the last decade, most 48 states until the 2008 to 2010 timeframe, action

notably being the wider application of 3-D seismic needs to be taken to preclude further delay. While
and horizontal drilling, pipelines from these areas may face economic compe-

tition with increased imports of LNG, it was stated
To meet future natural gas demand, the NPC 1995

that, most likely, both sources of gas supply would
report Reference Case projected that 14% of supply be needed.
would come from the Rocky Mountains and 33%

from the Gulf of Mexico. h was commented that Expanded supply is also expected to occur from the

when the Deepwarer Royalty Relief Act, which has increased use of existing LNG facilities and the con-

Fromthe pcrspcc6T¢ofthe D_mment of,he lmedor,aMarch2001CemralGulfofMexlcokas¢saJeconduclcdwiththeseterms
eattem¢lysuccc._fulyidding $505millionin highbidson 54*raos(6B%and6O%incr¢_ _opcctivdy.ore, thep,¢,,iou_yca(s+o_lt.with
inc_¢_.o¢,,iacn,a_=11,¢,te_dcp,h0. Ninety¢:ompanicspar6dpacd, includingI l fir, tira¢biddcr_.
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srruction of new LNG facilities. New LNG Facilities While recognizing the continued need for responsible

will need to make a positive case to the public on devdopment by industry, new safety regulations were
value and safety and will depend upon long-term noted as a major concern for the industry by work-
price and supply in world markets, shop participants. It is anticipated that these regula-

tions may increase capital and operations and main-
Participants noted that exports of about 50 Bcf per tenance costs, may restrict gasflows,and increasecosts
yearfrom the U.S. to Mexico may increase given pro- to consumers. Additional inspections, valve replace-

jectcd growth in Mexican demand for natural gas, merits, making old lines %mart-piggable" and other
especially in border states due to the growing pres- requirementscould add biUionsofdollarsofincreased
ence ofNAFTA-related "maquilladora" manufactur- costs. Lost capacity could also result, especially in
ing facilities in Mexico. Environmental compliance the critical summertime period, as lines are undergo.

involving convening residual oil-fired power plants ing inspection and upgrading.
to natural gas and the manufacturing and popula-
tion growth in the near-borderareaswould maintain Reliability ofsupply to end-usets was also a concern,
increasing demand. A number of workshop partici- And, this issue is currently being reviewed by the
pants predicted that, even with expanded natural gas Federal Energy"Regulatory Commission. Such reli-
&-velopmem in Mexico'sgas basins, Mexico would ability concerns have to do with serving new power
continue to call on U.S. natural gas supplies, plants that will come online, but which operate only

during certain periods of the day, creating new re-
Finally, volumes of gas in storage at the end of this quiremenu on interstate gas transmission.
winter season are likely to be historically low. With
the trend towards year-around gas demand for dec- Pipelinecostshave increased faster than expected, par-
tricity, storage injections are likely to be low during ficularly for rights-of-way. In addition, demand pl_ll
the coming summer, raising concerns as to whether has bid up contractor costs. It was noted that, al-

adequate injections can be made in preparation for though considerable pipeline capacity has been added
the next winter season. It was also noted that de- in the past two years, Futurepipeline projects face

mand to warrant new and extended storage capacity, increasing lead rimes, especially as a more dominant
while needed by power generators, is =just not yet local role in the rights-of-way approval process
there." emerges, leading one partidpanr to comment that

=Allaccess is local."

Transmission and Distribution
Critical Factors

The NPC 1599 report assumed that over5.2 Bcfper
day of new pipeline capacity would bc built in 1999 The participants in the workshop reviewed the status
and 2000. Actual additions were 7.7 Bd" per day, of the seven critical factors that wereidentified in the
exceeding expectations. Participantsnoted that, while NPC 1999 report. Participants stated that the criti-
this may be good news, future capacity installations cadfactorsremain valid and warrantaction and close
Facesubstantial challenges due to constraints on ac- monitoring more than ever. Severalworkshop par-
cess to fights-of-way, landowner concerns and other ddpants characterized the situation regarding some
factors. Through 2015, in the NPC 1999 report, it criticalfactorsas having lc_tground inrecent months,
wasprojected that almost 300,000 mileson new trans- rather than making progress towards a more positive
mission pipelines and distribution mainlines would outcome.
be needed to meet the future natural gas demand. 1. Access. Of the critical factors identified in the
Despite recent gains in pipeline capacity, the need original NPC 1999 report, accessreceived the great-
for a significantly expanded natural gas infrastructure est attention from workshop participants. In the
remains. Future needs include new pipelines to reach Rocky Mountains, pending implementation of the

supplies in frontier regions, expansion of existing pipe- recentlyestablished Department of Agriculture, U.S.
line syscems,and new hterals to serveelectricity plants.
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an estimated 9 Tcf of technically recoverable

natural gas resources to devdopment in ad- _'__-_-_

dition to the previous 29 Tcf that were iden- ' g" +

tilled as off-limlts in the NPC 1999 report.
With the roadless areas, resources subject to

gion will now total 144 Tcf (an increase of 7 tl__++_+ ,._]+.._._

Tcf) (Figure 12). __+

It was noted that the industry has advanced :" ""-_++ +:+=":-"
technology such as "postage stamp" drillpads

with which to drill in environmentally sensi- .&pv._a._r _ Ta .&l_ Lda_ p, ,..o.._ .,, do.d *o+,.dop*._t =_
tire areas, but the view was expressed that this 10+td._ .,ala, h,_+, ,m,_ao_

may not be enough to convince the public
and policymakers to grant access. Rather, it rq_um12. U.S.Lowcr-4SNatural G_ _ S"bjectto+_--'>+_--

may take stark supply consequences to con- Itea_tb., INPC 1999Stud,/Pi_ Chaul_Throagh 2000).

vince the public that access is in the Nation's assess the Atlantic Outer Continental Shelf(OCS) to

interest, provide better information regarding the resource po-

Workshop participants suggested that the current tential in that area- 4 This recommendation was con-

Department of Interior (DOI) mad Department of sistent with a prevailing workshop theme suggesting

Energy efforts to inventory resources and related ac- the need to match access to the resource base and
cess restrictions (called for by the Energy Policy and regional supply with regional energy needs. ("Regional
Conservation Act) would be accderated. Further corn- Supply for Regional Demand").
ments, however, indicated concerns that DOI and 2. Technology. It was recognized by workshop par-

DOE have inadequate funds and other resources to ticipants that, although the data are preliminary,
undertake a full and thorough inventory. In some progress in technology does not appear to be keeping
instances, lease stipulations restricting access to fed- pace with expectations set forth in the NPC 1999
eral lands have substantially reduced the drilling win- report. At the same time. workshop participants ex-

dow and resulted in reduced rig availability and higher pressed concern that technology is now more critical
drilling costs, than ever. One participant noted that, over the last

Concerns were raised about the future of Destin Dome 15 years, the industry has been able to hold produc-

offshore Florida, development of_hore California, and tion constant, even with fewer rigs and wells due to
Lease Sale 181 in the eastern Gulf of Mexico (which the aggressive use of technology. Other workshop

was estimated in the 1999 NPC report to contain participants noted that few, if any, breakthrough tech-
about 9Tcfofresources) and could become closed to nologies appear to be on the immediate horizon.

access. Concerns were also raised about whether fed- Research and development (R&D) expenditures by
era land management agencies (e.g., Bureau of Land major energy production companies have declined
Management, Minerals Management Service, Forest (Figure 13). Although some R&D efforts have been

Service) with jurisdiction over natural gas leasing, de- picked up by service companies and independents,
velopment, and permitting have adequate resources data are not available to capture these R&D cxpcndi-
for increased, as wall as existing, activity, tnres_ In addition, the comment was made that. al-

It was stated that, given the success of Canada's Sable though R&D has shifted to the service sector, the

Island developments, it would be useful to further research "cupboards are bare" for new technology.

• The concept of enabling DOI to gather information on the natural gas sesource potential and co.duct focused, limited leasing in "OC..q Brigh¢

Spo*f currendy conarained by OCS moratoria has been discussed within the DOE OCS Policy. Committee and other forums.
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Given the severity of market imperfections for I_0

R&D, suggestions were made for new ins'g-
tutions and initiatives such as entities similar 8OO

to those established in the late 1970s and _2
car_ 1980s, namdy the Energy Research and _ • *

Development Administration (that formed _ [ i
the foundation of today's DOE R&D pro- |

Igram in natural gas), and that tax incentives, I _
such as the Section 29 Tax Credit, be imple-
mented.

10_ Iss_ in _s,_ is_ ism =_ _ z0o0

3. Financial Requi_ments. Workshop par- souro= EIA Performance Profiles of Majo* Energy Producers, 1999.

ticipants noted that the recent higher natu- *Duetbmoreac(ivi_, additiQnalcompaniesaddedto surveyor

ral gas wellhead prices have increased corn- Maj= F.a_l'rod_m.

panics" internal cash flows and access to capi- Figure 13. 1R_D F.xpenditu_ by P_ducen for Oil and Gas R_an_f F Ha_

tal, although constraints remain, particularly F_ll_nb/MoreTham5O%Sia_ 1_2.

for independents. It was noted that the al- to cost expectations in the NPC 1999 report. Given

ternative minimum tax was becoming a forefront is- the cvcn greater-than-expected increase in demand
sue, impacting the return on investment for new for rigs (neatly 2200 by 2010 in the NPC 1999 re-

- projects. There was concern stated that increases in port Reference Case), workshop partidpants cited the
E&P costs (particularly in well drilling and comple- need for ideas on how to provide reliable market fig-
tion) may consume much 0fthe increases in planned rials or contractual assurance to the fig construction

capital expenditures, restricting increased activity, industry. Given the natural gas price volatility of re-
Costs increases of 25 to 40% have been experienced

cent years, neither Wall Street nor the rig construe-

already as labor and rig mobilization costs have in- tion industry have confidence that prices and rig day-
creased, rates will remain high enough to justify investments

4. Skilled Workers. Workshop participants noted in new rig construction.

that the past "boom and bust" cycles have damaged 6. Lead Times. Cumbersome permitting and ap-

the stability of the production industry's work force, proval processes, and lengthy study requirements at
The availability of skilled rig hands and other E&P federal, state and local levels, remain a concern Nu-

personnel now represents a serious constraint to in- merous workshop participants noted that problems
creasing supply. Some workshop participants indi- with lease stipulations and access are incieasing drill-

cared that skilled workers (along with rig limitations) ing costs and development lead times. One partier-
are now the most limiting factors for the industry. It pant noted that the Minerals Management Service
was suggested that the solution will of necessity be a has done a good job in terms of expediting permit-

combined industry effort comprising such items as ring for offshore drilling, but, onshore drilling is sub-
training programs, higher compensation, and assur- ject to delays, in part due to lack ofsufflcient Bureau
ances of stability. In the near term, labor shortages of Land Management staff.
have resulted in companies in several states employ-
ing prisoners on work-release and foleign workers. 7. Rcqui_ments of New Customers. Workshop par-

tidpants indicated that new customer requirements
5. Rigs. Both onshore and offshore rig fleets are near can be met, but that a primary issue is at what cost
opacity and rig constraints have emerged at least five and how these costs will be recovered.
yems sooner than expected in the NPC 1999 report.
Time lags of 4 to 6 months exist for securing rigs in
South Texas. It was also suggested that new data.on

drilling costs be collected to benchmark these costs
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NPC 1999 Recommendations New Issues for Consideration

Workshop participantsoverwhdmingly reafflnncd the Public Education/Relatiuns. A common theme ex-
importance of the recommendations put forth by the pressedby many workshop participants was the need
Council in its 1999 report. Particular emphasis be- foreducating the public regardingthe challengesfaced

ing phced on: byindustry in providing adequate and affordablesup-
plies of natural gas to meeting the Nation's growing

• guvernment and industry taking a leadership demand for natural gas. Currently the suong inter-

role in establishing a strategy for natural gas est by the public in energy presents an opportunity
in the Nation's energy portfolio (Recom- for telling the =natural gas story._
mendation l)--as reflected in commentary

on national energy policy, future fuel The need for communication was expressed,for ex-
choices, and the confluence of factors ample, concerning the issueofacc_, where tonsure-
including limited spare capadty in domestic ers may be unaware that restrictions on accessdrive
and world energy markets that, if nor up natural gas prices by limiting supply and discour-
addressedby government and industry, aging transmission and distribution construction.
could increase the Nation's vulnerability to Similarly,the public may not fully"understand what

energy supply disruptions and higher energy ................................
prices that would adverselyaffect consumers into economically recoverable reservesand deliver
and the economy; natural gas to the Nation's homes, offices, and facto-

ties. Some workshop participants felt perspectives
- establishing a balanced, long term approach that individual resource areassuch as the Atlantic or

to responsibly devdoping the Nation's Pacific OCS may contain only a few years supply of
natural gasresource base (Recommendation natural gas, and therefore should remain closed to
2)--as reflected in commeatary on the access,aremisguided. And, some suggestedthat more
importance of access to resources and rights- information needs to besharedwith the public about
of-way, onshoreand offshore; the environmental benefits of the advanced technol-

• the need for technology advancement ogy. Effectivecommunication between industtyand
(Recommendation 3)--as reflected in parties that may be affected by its operations is a ne-

commentary on drilling efficiency and the cessity.

geologic complexity of the remaining natural Benchmarking. Workshop participantsexpressedsat-
gas resource base; isfaction with the outcomes of the workshop and

• the need for capital, infrastructureand strongly recommended that, consistent with recom-
human resources (Recommendation 4)--as mendations in the NPC 1999 report, government
reflected in commentary on increasing costs should undertake efforts in cooperation with indus-

to produce and deliver natural gas to con- try to periodically"benchmark" actual marketcondi-
sumers, cash flow, investment markets, and tions relativeto the expectations set forth in the NPC

shortages of skilled workers and drilling figs; 1999 report. Specific items to benchmark indud¢
and fuel switching0 actual gas demand, fidd size distri-

bution, production, especially Gulf of Mexico shal-
- streamlining government processes that low water production, depletion, exploration success

impact natural gas development (Recom- rates, reserve additions per well, drilling efilcieucies,
mendation 5)_as reflected in concerns drilling costs, Canadian supply mix, and T&D costs,
about development lead times and the among others, h was suggested that another work-
adequacy ofstaffand other resources at shop would ideally be convened in the Fall 2001,
federal land management agencies, when improved data on year 2000 and information

on trends for the year 2001 would be available.
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Conclusions of the Workshop Highlights of WorkshopCommentary

Due to a confluence of factors,the Nation nov,"faces Potential Actions for Government
potential constraints in oil, natural gas, and electric- - Improve interagency coordination
ity supply, all of which are needed for a growing
economy. The situation is such that there is limited • Establish a national strategy for natural gas
spare capacity and, as noted by some participants,
%-verytldngmust go right" to meet current and fu- o Review existing and proposed regulations
tureenergy demand. Without prompt action by gov- and policies that may impact natural gas
eminent and induszry,America could face a spate of supply
regional and national energy crises over the next de- • Increase access to resourcesand right-of-way
cade. Assummarized at the workshop, the solutions (Federal lands inventory, Sale 181, Desfia
m the Nation'senergyproblems arecomplex and there Dome, OCS Bright Spots)
is no "silver bullet." The Nation will need a mix of

- Streamline permitting and approval
fads, fossil and renewable, coupled with conserva-
tion to meet its future energy needs, processes

The aspiration among partidpants to stay informed, - Consult with states (maintaining a national
and to work ro inform others, about the opportuni- perspective)
ties and challenges of natural gas supply was readily • Maintain view of North American gas
apparent. In theview of many workshop participants, market and international sourcesof supply
the Nation has not had an adequate energy policy,

• Encourage technology devdopmoatparticularly wi& respect to natural gas supplies in
recent yeats. Furth-_rmore,misunderstandings about ° Evaluate royalty reliffand other _nancial
the national energy supply skuation and crisessuch incentives

those experienced this winter road to increase dis-
trustof industryand the likelihood of what some par- - Monitor progresson Critical Factors
ficipants perceive to be ill-conceived public policies,
e.g.,moratoriaandprice controls. Given currentpoli-
ties thaz constrain access to higher quality resource
areas and other factors, industry will ,emain signifl-
candy challenged to increasesupply.

Public debate is turning to a new focus of fuellng the
economy of the future. In this regard, a significant
opportunity exists to highlight issuesof concern such
as access, technology progress, the need for expedited
permitting, and a national strategy for naturalgas as
a component of the Nation's energy portfolio.

Ashighlighted in the Council's 1999 report, increased
government and industry cooperation is needed to
ensure adequate and affordablesupplies of natural gas
forAmericanconsumers. Similarly,naturalgas ispro
dominandy a North American resource,and a coop-
erative North American energy policy is needed to
meet demand growth and acceleratesupply develop-
ment in Canada, Mexico, and the LI.S.
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U.S. Department of Energy Workshop

Surveying the Milestones for Meeting the Challenges of
the Nation's Growing Natural Gas Demand

March 5-6, 2001

The Madison Hotel, 15th and M Street, N.W., Washington, D.C.

Meeting Agenda
Mard_ 5, 2001

1:00 p.m. Welcome and Overview--Robert Kripowicz, Paul Kelly

• Introductions

- Purpose of Workshop
• Findings and Recommendations of the National Petroleum Council's 1999 Study
- Public Policy Context

1:40 p.m. Agenda Review,Workshop Roadmap and Overview--Nancy Johnson, Vello Kuuskraa

2:00 p.m. Demand Reviewand Discussion--Matthew Simmons, James Kendell, HarryVidas

3:00 p.m. Break

3:20 p.m. Supply Reviewand Discussion--Thoma_ Nusz, Guido DeHoratii_. Vello Kuuskraa,
JeffreyEppink

4:20 p.m. Transmission and Distribution Review and Discussion Blaise Poole, Harry Vidas,
Kevia Petak

5:30 p.m. Adjourn

March 6, 2001

9:00 a.m. Summary of Day One and What's Ahead--Robert Kripowicz, Paul Kelly

9:15 a.m. Stepping Back and Assessing the Market and Industry Situation -- Paul Kell);
Vdlo Kuusksaa, James Kendall

• Overall Significance of Changes
- Progresson Critical Issues
• Implications for 1999 Study Results, Findings and Recommendations
• IssuesWarranting Continued or New Attention

10:50 a.m. Break

10:45 a.m. Next Steps for Industry and Government u Robert Kripowicz, Paul Kelly

• Workshop Proceedings
* Other

12:00 p.m. Adjourn
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U.S. Department of Energy Workshop

Surveying the Milestones for Meeting the Challenges

of the Nation's Growing Natural Gas Demand
March 5-6, 2001

The Madison Hotel, Washington, D.C.

Workshop Attendees

Robert $. Ksipowicz,*Acting Assistant Secretaryfor Fossil Energy,U,S. Department of Energy

Paul L Kelly,*Senior Vice President, Rowan Companies, Inc.

Nancy Bagot, Manager, Government Affairs, Enron Corporation

Thomas A. Fry,* HI, President, National Ocean Industries Association

Lee Fuller, Vice President,Government Relations, Independent Petroleum Assodafion of America

Wayne Gibbens, President, U.S. Oil and Gas Association

EdwardJ. Gilliard,*Senior Advisor, Planning and Acquisitions, Burlington Resources, Inc.

John H. GuT, IV,*Deputy Executive Director, National Petroleum Coundl

James W. Hail, Jr.,* Executive Vice President, DeGolyer and MacNaughton

Patficia K Hammick,* Retired Senior Vice President, Columbia Energy Group

George C. Hass,* Executive Director, Business Development, CMS Gas Enterprises

John S. Hull," Director, Energy MarketAnalysis, Texaco Natural Gas

Hunter L Hunt."President, Hunt Power, L.P.

Mark H. LaCroix,* ReservoirEngineering Manager, PrizeEnergyCorporation

Gregg Nady, Manager, New Business Development, Shdl E&P Company

Marshall W. Nichols," Executive Director, National Petroleum Council

John W. B. Northington,* Vice President, National Environmental Strategies, Inc.

Thomas B. Nusz,* Vice President, Acquisitions, Burlington Resources, Inc.

Blaise N. Poole,* Manager, Marketing and Strategy, El Paso Gas Services Company

Ed Porter,Research Manager. American PetroleumInstitute

Rhone Resch, Director of Utility Regulations and Environmental Affairs, Natural Gas Supply Association

Nora Schellet, Washington Representative, ExxonMobil
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Richard J. Sharpies, President, Anadarko Energy ServicesCompany

Matthew IL Simmons,* President, Simmons and Company International

Walter (Skip) M. Simmons,* Director of Gas, Mirant

Neal Stanle_ Senior Vice President, Forest Oil Corporation

David Sweet, Vice President, Natural Gas, Independent Petroleum Association of America

Diemer True, Partner,TrueCompanies

Michael G. Webb,* Senior Vice President, Strategic Planning/Business Development, Kerr-McGee Corp.

George W,lliams, Governmental Affairs Manager, Sempra Energy

PaulWilkinson,* Vice President, Policy Analysis, American Gas Assodadon

John C. Wolfmeyer,*Consulting Engineer, Science and Technology Planning, Duke Energy

Byron S. Wright, Vice President, Strategy, El Paso Corporation

Gregory W.Zwick,* Director, Business Strategy,TransCanada PipeLines

GovernmentAttendees

Elizabeth E. Campbell, Director, Natural Gas Division, Data Analysis & Forecasting Branch, Energy Infor-
mation Administration+ U,S. Department olrEnergy

Walter D. C.ruickshank,*Associate Director, Policy and Management Improvement,
MineralsManagement Service,U.S. Department of the Interior

Guido DeHoratiis,* Acting Deputy Assistant Secretary,ChOre of Natural Gas and Petroleum Technolog_
U.S. Department of Energy

Atthu r M. Hartstein, Program Manager, Oil and Gas Processing, Office of Natural Gas and Petroleum
Technology, U.S. Department of Energy"

Nina Rose Hatfield, Acting Director, Bureau of Land Management, U.S. Department of the Interior

ErickV. Kaadela,* Senior PolicyAdvisor to the Assistant Director, Minerals, Realty and Resource Protection,
Division of Fluid Minerals, Bureau of Land Management, U.S. Department of the Interior

James M. Kendell,* Director, Oil and Gas Division, Office of Integrated Analysis and Forecasting, Energy
Information Administration, U.S. Department of Energy

Thomas IL Kitsos, Acting Director, Minerals Management Service,U.S, Department of the Interior

Brace Ramsey,Amodate Director, U.S. Forest Service

Pulak Ray,*Chief Geologist, Minerals Management Service,U.S. Department of the Interior

___al A_tant_

David Costello, EnergyInformation Administration, U.S. Department of Energy

Nancy L Johnson, Director, Planning and Environmental Analysis, Ofl_ce of Fossil Energy,
U.S. Deparunent of Energy
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Elena Subia Melchert, Program Manager, Office of Natural Gas and Petroleum Technology,
U.S. Department of Energy

John J. Pyrdol,*Senior Economist, Office of Natural Gas and Pet,oleum Technolog_

U.S. Department of Energy

TrudyTranstrum, Communications, Office of Natural Gas and Petroleum Technology,

U.S. Department of Energy

William Trapmann, Economist, Energy Information Administration, U.S. Department of Energy

Feridun Albayrak,Vice President, Technology & Management Services, Inc.

Jeffrey Eppink,* Vice President, Advanced ResourcesInternational, Inc.

VelloA. Kuuskraa,* President, Advanced Resources lntemational, Inc.

Kevin Petak,* Director, Energy Modeling and Analysis, Energy and Environmental Analysis, Inc.

E. HarryVidas,* Managing Director, Energyand Environmental Analysis, Inc.

* In_ca:es participation in the 1999 NPC Natural Gas Study.
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Department of EnergyWashington, DC 20585

SAMPLE

Dear Colleague:

lnne purpose of this letter is to invite you to attend a Department of Energy Office of Fossil Energy workshop
on Surveying the Milestones for Meeting the Challenges of the Nation's Growing Natural Gas Demand. The
workshop will be hdd in Washington, D.C. on March 5 and 6, 2001, convening the first day from h00 p.m.
to 5"._ p.m. and the second day from 9:00 a.m. to 12 noon. Joining me as co-chair of the workshop will be
Paul L Kdly, Senior Vice President, Rowan Companies, Inc.

In Decemb¢_ 1999, the National Petroleum Council presented a report to the Secretary of Energy with
findings and recommendations for Meeting the Challenges of the Nations Growing Natural Gas Demand.
The report highlighted the potential contribution of natural gas to meeting the Nation's future economic,
energy and environmental objectives, as well as critical factors that must be addressed by industry and govern-
ment to realize the full potential for natural gas use in the United States. The Coundl's landmark report was
distributed widely and has done much to raise awareness of natural gas issues among industry and government
decision makers.However, the Nation's energy needs and industry's ability"to address these needs are dynamic
and v_li change over time. Accordingly, the Council recommended that government should periodically
monitor trends in the assumptions used by the Council and progrcxs on the critical factors in order to
anticipate changes in supply and demand. In view of current energy projections, recent changes in natural gas
prices and drilling activity, and growth in natural gas demand for electricity generation, it is clear that a review
of the report would be useful.

Our aim in conducting this workshop is to offer an opportunity for industry and government executives.
especially those individuals who parucipated in the conduct of the Council's 1999 study, to discuss and share
their individual observations about: !) the assumptions used in the 1999 study, 2) changes in natural gas
roarket conditions and public policies since then, 3) the magnitude of"these changes (e.g., as compared to
prior roodcling result_ or sensitivity analyses}, and 4) what implications these changes may have for the results,
findings and recommendations of the Council'_ 1999 study. While we arc not s:cking consensus views, we
trust these observations can inform industry and government decision makers in understanding our Nation's
energy situation and the role of natural gas in meeting the future energy needs of consumers.

To confirm your availability, or if you have questions regarding the workshop, please contact Nancy Johnson,
Director of Planning and Environmental Analyai_ (202-586_6458), or Trudy Transtrum (202-586-7255) with
the Office of Fo_il Energy. You may also contact Marshall Nichols or John Guy of the National Petroleum
Council staffwho have kindly assisted us in planning this event. Additional workshop details will be sent to
you as soon as they are finalized. I look forward to a comprehensive and enlightening discussion.

Sincerely,

Robert S. Kripowicz
Acting Assistant
Secretary for Fossil Energy

Enclosure
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The Secretary of Energy

Washington,IX; 20585
May 6, 1998

Mr. Joe B. Foster
Chair
National Petroleum Council

1625 K Street, N.W.
Washington, D.C. 20006

Dear Mr. Foster:

In 1992, the National Petroleum Council released a study entitled,"Potential of
Natural Gas in the United States." That study was criticalin identifying natural
gasas anabundantdomesticresource that can make a significandylarger
contributionto both this Nation's energy supply and its environmentalgoals.

Since the release of the study, the Nation has experienced five years of sustained
growth in the use of naturalgas. In addition, the study did not anticipate at least
two major forces that are beginningto take shape, which will profoundlyaffect
energy choices in the future - the restructuringof electricitymarkets andgrowing
concerns about the potentially adverse consequences that usinghigherc.arbcm-
content fuels may have on global climatechange andregional airquality. These
issues offer opportunities and challenges for our Nation's naturalgas supplyand
delivery system. For a secure energy future_Government andprivate seetor
decision makers need to be confident that industryhas the capabilityto meet
potentially significant increases in future naturalgas demand.

Accordingly, I am requesting that the Council reassess its 1992 studytaking into
account thepast five years' e_periencc and evolving market conditions that will
affect the potential for naturalgas in the United States to 2020 andbeyond_ Of
particularinterest is the Council"sadvice on areas of Government policy and
action thatwould enable naturalgas to realizeits potentialcontribution toward
our shared economic, energy, and environmentalgoals.

Given*.hesignificance of this request, Deputy SecretaryEfizaheth Moler will co-
chair the study committee. I offer mygmtkude to the Council for its efforts since
our meeting in December 1997, to assist the Department in defining a more
concise study scope. The breadth of issues related to naturalgas supply and
demand is vast and I reco_i:,¢ that furtherrefinements in scope maybe necessary
once the study is underwayto address the most sisnificant concerns about future
naturalgas availability.

Sincerely,

Federico Pei_a
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The Secretary of Energy

Washington.OC 2O585

November 18, 1998

Mr. Joe B. Foster
Chair
National Petroleum Council

1625 K Street, N.W.

Washington, D.C. 20006

Dear Mr. Foster:

This is to convey my approval to establish a Committee on Natural Gas and to
appoint industry members as proposed in your letter of October 6, 1998. I also
approve the establishment of a coordinating subcommittee and the appointment of
subcommittee members identified in your letter.

The Deputy Secretary will serve as the Government co-chair of the committee; the
Assistant Se_Tetaty for Fossil Energy will co-chair the coordinating subcommittee.
Staff'involved in this study wiB be from the Office of Fossil Energy and the O[_ce
of PoScy and Intemati0nal Aft'airs. In addition, the Energy Information
Administration has expressed an interest in providing technical and analytic

support. The Deputy Assistant S_retary for Natural Gas and Petroleum
Technology will serve as the alternate for the Government co-chair ofthe
subcommittee.

l agree that it would be appropriate for a reprer_ntative of the Department of the
Interior to be a member of the coordinating subcommittee, and we are pursuing
this issue.

For a secure energy future, Government and private sector decision-makers need
to he confident that industry has the capability to meet the _gnitlcant incr_ in
natural gas demand forecasted for the tweuty-first century. ! am pleased that the
National Petroleum Council recognizes the challenge facing the domestic natural
gas industry and has agreed to conduct a study of natural gas supply availability. I
look forward to the study's results.

Yours sincerely,

Bill Richardson
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