
NERA’s Gas Experience in North America

NERA has had a long and extensive relationship with the 

natural gas industry in the United States, stretching back to 

our founding day in 1961. NERA’s first major client was the 

group of US gas distributors that later formed the Associated 

Gas Distributors with whom we worked extensively through 

the 1960s and 1970s while the industry, and the country, 

wrestled with wellhead price controls, shortages, and the 

ramp-up to gas industry restructuring in the 1980s and 1990s. 

In the 1980s and 1990s, NERA worked extensively on 

issues pertaining to natural gas transportation, both in the 

US and many other countries.We represented dozens of 

gas distributors in cases before both the FERC and their 

state commissions related to pricing, fair rates of return, 

and industry restructuring. As part of many FERC cases 

throughout the 1990s, we offered evidence and provided 

important support to those looking for genuine competitive 

restructuring of the nation’s interstate gas pipelines, both with 

respect to easing the path for new pipeline entry and creating 

a robust and competitive secondary market for transport and 

storage rights. NERA’s published papers throughout that time 

pertaining to regulatory issues facing the gas industry were 

prescient in outlining the path of federal reforms ultimately 

and successfully chosen by the FERC.

With the success of US federal gas industry restructuring, 

NERA has worked consistently in a number of areas. We assist 

gas utilities in traditional rate settings, in cases involving 

gas distribution restructuring and in civil, bankruptcy, and 

arbitration proceedings involving the valuation of  

pipeline and storage capacity.We also testify in cases 

pertaining to market power in pipeline capacity. Our  

areas of focus include:

• Traditional rate cases (including cost of capital and 

tariff design)

• Economic valuation of natural gas transportation  

and storage contracts in the context of  

divestiture proceedings

• Evaluation of market power in gas pipeline merger/

acquisition and antitrust proceedings

• Development of a quantitative model of North 

American gas markets and forecasting of basis 

differentials and locational prices for major production 

basins and consumption regions 

• Analysis of spot prices and contract prices in Western 

natural gas markets in order to establish magnitude of 

damages due to price spikes

• Prudence review of gas purchases and hedging 

strategy of major utilities

• Analysis of specific natural gas markets in the US 

to determine robust pricing indicators for gas 

contracting purposes

At A Glance

Materials for Gas Industry



Publications 

NERA is closely familiar with the way in which the FERC 

regulates interstate pipeline markets and has participated 

directly in many cases involving interstate pipeline rates and 

charges before the FERC. The US gas market is by a large 

measure the most competitive and liquid in the world, and 

that position required considerable litigation and regulatory 

investigation throughout the 1980s and 1990s. NERA 

contributed to many of those proceedings and debates, and 

our publication record regarding the future possibilities of gas 

industry restructuring in the US, before the advent of open 

access and genuine secondary markets, dealt with some of the 

most controversial issues.

Gas Pipeline Capacity: Who Owns It? Who Profits? Who Pays?, 

Public Utilities Fortnightly, by Dr. Jeff D. Makholm 

Secondary Market Can Compete, Natural Gas,  

by Dr. Jeff D. Makholm

FERC Takes the Wrong Path in Pricing Policy,Natural Gas,  

by Dr. Jeff D. Makholm

ISOs Not the Answer for Gas, Natural Gas,  

by Dr. Jeff D. Makholm

Calculating Fairness, Public Utilities Fortnightly, 

by Dr. Jeff D. Makholm and Donald O. Sander

Four Common Errors in Applying the DCF Model in Utility Rate 

Cases, NERA Working Paper, by Dr. Jeff D. Makholm and 

Donald O. Sander.

In Defense of the ‘Gold Standard,’ Public Utilities Fortnightly, by 

Dr. Jeff D. Makholm

The NERA Gas Model

NERA maintains a valuation model to analyze and project 

pricing differences (i.e., “basis differentials”) between 

different locations in North America. NERA’s sophisticated  

and up-to-date model projects prices in 50 of the most 

important gas pricing points in North America. Figure 1 

shows an example of the NERA model’s pricing locations.  

The model uses prices, pipeline capacities, and tariff data, 

as well as demand and supply parameters to calculate 

equilibrium prices, quantities, and flows at each location and 

transport link.

Client Experience

The following is a partial list of gas utilities and other gas

companies that NERA has assisted, either individually or in

groups regarding litigation before the FERC, since 1990:

ARKLA, Inc.

Atlanta Gas Light Company

Bay State Gas Company

BC Gas

Berkshire Gas Company

Blackstone Gas Company

Boston Gas Company

Bristol & Warren Gas Company

British Gas plc

Brooklyn Union Gas Company

Canadian Western Natural Gas

Chattanooga Gas Company

Colonial Gas Company

Commonwealth Gas Company

Connecticut Natural Gas Corp.

Consolidated Gas Supply Corp.

Elizabethtown Gas Company

Empire State Pipeline Company

ENAGAS (Spain)

EnergyNorth, Inc.

Essex County Gas Company

Fall River Gas Company

Fitchburg Gas & Electric Light Company

Gas and Fuel Corporation of Victoria

Gas Natural Mexico

Gateway Pipeline Company

Granite State Gas Transmission, Inc.
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Figure 1: NERA Gas Model: Pipeline Pricing Locations in North America



Great Falls Gas Company

Holyoke, Mass. Gas & Electric Dept.

ICG Utilities (Ontario) Ltd.

KN Energy, Inc.

MGI Supply, Ltd

Middleborough Municipal Gas & Electric

National Fuel Gas Distribution Corp.

Natural Gas Corporation of New Zealand

Natural Gas Pipeline of America

Norwich Department of Public Utilities

Pacific Gas Transmission

Pemex Gas y Petroquímica Básica

Pennsylvania Gas and Water Company

Peoples Gas Light and Coke Company

Providence Gas Company

Shell Oil

Southern Connecticut Gas Company

Southwest Gas Corporation

Transwestern Pipeline Company

Valley Gas Company

Washington Gas Light Company

Westfield Gas & Electric Light Dept.

Wisconsin Gas Company

Yankee Gas Services Company

About NERA

NERA Economic Consulting (www.nera.com) is a global 

firm of experts dedicated to applying economic, finance, 

and quantitative principles to complex business and legal 

challenges. For over half a century, NERA’s economists 

have been creating strategies, studies, reports, expert 

testimony, and policy recommendations for government 

authorities and the world’s leading law firms and 

corporations. We bring academic rigor, objectivity, and 

real world industry experience to bear on issues arising 

from competition, regulation, public policy, strategy, 

finance, and litigation.

NERA’s clients value our ability to apply and communicate 

state-of-the-art approaches clearly and convincingly, 

our commitment to deliver unbiased findings, and our 

reputation for quality and independence. Our clients 

rely on the integrity and skills of our unparalleled team of 

economists and other experts backed by the resources 

and reliability of one of the world’s largest economic 

consultancies. With its main office in New York City, NERA 

serves clients from more than 20 offices across North 

America, Europe, and Asia Pacific. 
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