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Overview

As NIMBY becomes a four-letter word in the natural gas industry, it behooves us to consider other alternatives to green field pipeline development, particularly in parts of the continent that are most adverse and vocal.  The last few years have seen many promising pipeline development projects get stalled, killed, delayed, or abandoned due to historic pushback by state and local grassroots efforts and even social media campaigns orchestrated from afar.  This requires the industry as a whole to think outside the box and get innovative.  We have supply, we have potential markets; how do we serve them and make a profit that keeps the doors open for producers?  We need to quit trying to go in the door and find a window.  That window could be intra-North American LNG. 
But we have a problem with this solution:  the 100 year-old Jones Act.  This outdated legislation restricts intra-American shipping to vessels which have been built in the US and are crewed by US citizens.  While this might have made sense in 1920, it does nothing but hamper efficient shipborne commerce today.  In particular, it would disallow shipments of LNG souirced from Gulf and Atlantic Coast export terminals to LNG import terminals in New England. This is an area which is regularly short of natural gas in the winter time, resulting in huge price spikes and increased costs for both gas and electricity to New England customers.
The authors have undertaken a project to use a highly granular industry standard modeling system in use throughout the North American energy industry, a tool designed for natural gas markets.  This system can capture the most important aspects of Canada, United States and Mexico supplies and markets and their interrelationships, thus providing a more consistent and realistic assessment of supply, demand, and flows as well as enhanced scenario analysis for better market forecasts.  More specifically, the project team aims to use the model for different scenarios of routing LNG between North American facilities and also allow LNG exports to other world LNG import markets.  Results will be used to determine the feasibility and range of impact of using LNG tankers as alternatives for green field pipeline development.  And, if so, to provide an incentive for the elimination of the Jones Act as it currently applies to intra-US LNG shipments and commerce.
Methods

We have used RBAC’s industry-standard modeling system which is in use throughout the North American energy industry and by regulators FERC in the US and NEB in Canada. It is a multi-period partial equilibrium model of a competitive natural gas market. By employing approximations to non-linear supply, demand, and transportation functions, the model can be solved using an advanced simplex-based code, specialized for applications involving transportation networks.    It also contains an “auto-expansion” capability for identifying those pipeline segments likely to require capacity expansion under the specific conditions of the scenario being run.
The modeling system has extensive market knowledge and data requirements and uses proprietary database formats and software.  The challenge is to integrate the diverse Canadian, United States, and Mexican supply, demand, and infrastructure systems as well as proposed additions into an integrated gas market modeling tool whereby the information requirements of each produce a mutually consistent result.  

Results

In the presentation, we will show how various scenarios which model the movement of LNG between North American LNG terminals will change the supply, demand, flow, and pricing patterns in North America. Results will demonstrate the viability of LNG as an alternative to green field pipeline development, particularly in infrastructure-averse parts of the continent.  We will also address the seasonal behavior and benefits of having a North American LNG swing market for existing and planned LNG export facilities.  
Conclusions

The scenarios developed in this study will give evidence to the feasibility of an intra-North American market for LNG.  In particular, it will focus on Intra-USA LNG transport expectations under several supply-demand scenarios and whether this is a viable and economic alternative to further pipeline development into New England from the south.  It will further give evidence as to the advisability of changing or repealing the Jones Act as it applies to Intra-USA LNG transport and commerce.
