











7 Conclusions

e Demand for natural gas is expected to increase over the planning horizon. In the Reference Case,
gas demand is expected to increase on a statewide basis in the residential and commercial sectors
and remain essentially flat in the industrial and electricity generation sectors. Most of the
increase is expected to occur in the capacity constrained downstate area. Supply is expected to be
adequate to meet demand.

o The capacity of interstate pipelines to transport sufficient commodity to meet New York’s
increasing demand for natural gas is a concern, particularly for the downstate area. Additional
pipeline capacity will be needed to continue to reliably meet demand.

o Peak day modeling results for the Reference Case show that the available pipeline
capacity in the downstate area is essentially fully utilized during peak day demand
periods throughout the forecast period.

o Assuming Indian Point 2 and 3 are retired and replaced by a 2,500 MW gas-fired power
plant shows pipeline flows similar to the Reference Case with most pipelines very full on
peak days.” Gas demand for electricity generation increases substantially downstate, and
declines somewhat in the upstate east area. Total unmet gas demand in New York
increases to approximately two times that in the Reference Case.

o Assuming the re-powering of existing downstate power plants that burn heavy (No. 6) oil
as an alternate fuel, the analysis revealed an overall slight increase in gas demand for
electricity generation relative to the Reference Case. While more gas-fired capacity will
result from replacement of older residual oil burning capable generation units, the new
gas-fired generation will be much more efficient combined-cycle power plants.
However, there is a substantial shift in the use of gas for electricity generation with a
significant decrease upstate, offset by a significant increase downstate. Total unmet gas
demand is slightly lower than in the Indian Point retirement case.

o Assuming much colder than normal weather, the overall forecast peak day demand was
lower than that produced by the Reference Case. The analysis showed a sharp increase in
residential and commercial peak day demand relative to the Reference Case which
assumes normal weather. However, in response to the high gas prices generated by the
model, forecast electric generation demand for natural gas decreased significantly across
the state. Total unmet demand is forecast to be at levels less than the Indian Point

33 It is very important to recognize that the model shows gas flowing to meet demand in a way that maximizes value by
minimizing the cost of delivering gas to customers. However, contractual rights to move gas will control what will actually
happen in the real world. For example, replacement of the Indian Point nuclear plant with a gas-fired generator will create a
significant increase in base load gas demand. While the existing interstate pipelines may be able to meet that demand during
parts of the year, meeting such a significant increase in base load gas demand year round would require the addition of upstream
pipeline capacity that has not been accounted for.
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retirement and repowering scenarios, but greater than the unmet demand reflected in the
reference case.

o Assuming much colder than normal weather conditions coupled with the retirement of the
Indian Point nuclear facilities, and repowering of residual oil burning power plants to
burn natural gas, the modeling indicates an overall peak day demand greater than any
other scenario examined. The residential and commercial peak day demand is slightly
lower than the results of the much colder than normal scenario. In contrast electric
generation demand for natural gas is more than double the levels from the much colder
than normal scenario. The increase in electric generation demand for natural gas occurs
downstate where electric generation demand for natural gas nearly tripled from the levels
shown in the colder than normal scenario, while upstate electric generation demand for
natural gas decreased. The combination scenario indicates a higher unmet demand of
about 900 MMcfd, of which about 375 MMcfd occurs in the New York market area.
About 330 MMcfd or nearly 90 percent of the New York unmet demand is in the
downstate region.

e Additional modeling is needed to more fully understand important aspects of the adequacy of the
gas delivery system serving the State and to more fully capture the interdependence of the natural
gas system and electric systems.

o Further analysis is needed to assess the magnitude and the impacts to the electric system
resulting in unserved electric load due to insufficient natural gas delivery capability.

o The models assume that all elements of the gas system, such as pipelines, compressors
and production facilities, will operate dependably as designed. The vulnerability of the
State to pipeline or compressor failures has not been assessed and should be examined as
part of a separate contingency analysis.

e Consolidated Edison and National Grid have identified needs to add delivery capacity into their
respective downstate New York territories. In addition, there are certain constraints within the
distribution system in the downstate area that must be considered in planning interstate pipeline
capacity additions.

o Planned pipeline additions for new delivery points into the downstate market area, if
built, would significantly relieve existing capacity constraints, increase the reliability of
the gas system and reduce both the volatility of spot market gas prices in the downstate
market and the delivered price of natural gas into that market.

o The addition of new delivery points into the downstate market would directly benefit not
only the natural gas ratepayers, but also downstate electric ratepayers. Therefore,
mechanisms to have all beneficiaries share the cost of these expensive pipeline capacity
additions should be explored.

e The State should take specific steps to encourage investment in natural gas infrastructure,
including LNG facilities that are sited, constructed, and operated as to be fully consistent with
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applicable State and federal environmental and safety laws and regulations,™ that could supply
future downstate requirements consistent with the State’s planning objectives by: (i) providing
project developers rigorous, pre-application, all-agency evaluations of State and local project
siting, environmental and safety concerns, and (ii) maximizing agency coordination during
permitting proceedings.

56 As discussed in Section 6.5, there are several proposed LNG import projects that could serve New York State. Such projects
could provide some of the same benefits, such as the addition of a new gas supply source that could have the effect of
diminishing price volatility.
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