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Natural Gas Supply and Demand to Be
Record-Setting, This Summer, Says
NGSA Forecast
Despite expectations for record-setting summer demand, pressure on
this summer’s natural gas prices is likely to be downward compared
to the summer of 2014, the Natural Gas Supply Association (NGSA)
said in its 15th annual Summer Outlook assessment of the natural gas
market. NGSA said that production is also expected to be recordsetting, and more than enough to meet demand.
Using published data and independent analyses, NGSA evaluated the
combined impact of weather, economic growth, customer demand,
storage inventories and production activity on the direction of natural
gas prices for the summer of 2015 compared to last summer, when
Henry Hub prices averaged $4.19 per MMBtu.

For the hurricane season, which officially runs from June 1November 30, NOAA is predicting a 70 percent likelihood of 6 to 11
named storms (winds of 39 mph or higher), of which 3 to 6 could
become hurricanes (winds of 74 mph or higher), including zero to 2
major hurricanes (Category 3,4, or 5; winds of 111 mph or higher).
While a below-normal season is likely (70 percent), there is also a 20
percent chance of a near-normal season, and a 10 percent chance of
an above-normal season.

Green said, “The abundant supply of natural gas is great news for
consumers.”
Key Demand Factor for Summer 2015 - Record Customer Demand
Combining demand from all the major customer sectors-electric, industrial, residential and commercial - Energy Ventures Analysis
(EVA) projects record high demand this summer, mainly coming
from the electric and industrial sectors.
Most notably the electric sector is forecasted to increase its summer
demand by 8 percent compared to last summer. Much of the increase
can be attributed to “fuel switching,” when utilities temporarily switch
to using gas-fired power plants due to lower fuel costs. Some of the
increase is attributable to a more permanent shift to natural gas-fired
generation caused by the retirement of many coal-fired power plants
with the implementation of the Mercury and Air Toxics Standards
(MATS) rule in April 2015.

Finally, demand from the industrial sector is expected to increase 4.5
percent compared to last summer. Green said 94 major natural gasintensive industrial projects have been or will be completed between
2012 and 2020, representing between $110 and $120 billion dollars to
build.
The residential and commercial sectors are expected to experience the
same level of demand as last summer. While exp\orts of LNG will not
be a factor this summer, Green noted that 2015 will mark the first
export shipments from Sabine Pass,” LNG exports will grow, but they
will remain a small slice of overall demand in the next years,” Green
said.
Key Supply Factor for Summer 2015-Record Production
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NOAA’s Climate Prediction Center says the 2015 Atlantic hurricane
season will likely be below-normal, but that’s no reason to believe
coastal areas will have it easy.

“When NGSA weighed all the different factors, the picture that
emerged for the upcoming summer is one of remarkable growth, both
in supply and in demand,” said Bill Green, Chairman of NGSA and
Vice President, Downstream Marketing, for Devon Energy Corp.
“Even with record-setting demand expected, production is also projected to set summer records. With more than enough supply to meet
demand, we anticipate downward pressure on prices compared to last
summer.”

“We anticipate electric demand for natural gas to reach near-record
levels this summer,” said Green. The record was set in the summer of
2012, which was a significantly hotter summer than is forecast for
summer 2015.

Interstate Municipal Gas Agency
1310 West Jefferson
Auburn, IL 62615

NOAA: Below-normal Atlantic Hurricane Season is likely this year.

Turning to this summer’s natural gas supply fundamentals, the Outlook projects a summer of record production. Green said, “The shale
revolution has ushered in a remarkable era, as evidenced by dramatic
growth in production over the last eight years. This summer’s supply
is expected to be even more robust than last year because of drilling
efficiencies and new infrastructure coming online to move natural gas
out of producing shale areas.”
According to Green, “The important takeaway is the strength and responsiveness of natural gas supply. Since the onset of shale production on a large scale, we’ve had year after year of stability for consumers.”

Continued on page 3.

“A below-normal season doesn’t mean we’re off the hook. As we’ve
seen before, below-normal seasons can still produce catastrophic
impacts to communities,” said NOAA Administrator Kathryn Sullivan, Ph.D., referring to the 1992 season in which only seven named
storms formed, yet the first was Andrew– a Category 5 Major Hurricane that devastated South Florida.
“The main factor expected to suppress the hurricane season this year
is El Niño, which is already affecting wind and pressure patterns and
is forecast to last through the hurricane season,” said Gerry Bell,
Ph.D., lead seasonal hurricane forecaster with NOAA’s Climate Prediction Center. “El Niño may also intensify as the season progresses,
and is expected to have its greatest influence during the peak months
of the season. We also expect sea surface temperatures in the tropical
Atlantic to be close to normal, whereas warmer waters would have
supported storm development.”
Included in this outlook is Tropical Storm Ana, but its pre-season
development is not an indicator of the overall season strength. Ana’s
development was typical of pre-season named storms, which often
form along frontal boundaries in association with a trough in the jet
stream. This method of formation differs from the named storms
during the peak of the season, which originate mainly from lowpressure systems moving westward from Africa, and are independent
of frontal boundaries and the jet stream.
With the new hurricane season comes a new prototype storm surge
watch/warning graphic from NOAA’s National Hurricane Center,
intended to highlight areas along the Gulf and Atlantic coasts of the
United States that have a significant risk of life-threatening inundation by storm surge from a tropical cyclone.
The new graphic will introduce the concept of a watch or warning
specific to the storm surge hazard. Storm surge is often the greatest
threat to life and property from a tropical cyclone, and it can occur at
different times and at different locations from a storm’s hazardous
winds. In addition, while most coastal residents can remain in their
homes and be safe from a tropical cyclone’s winds, evacuations are
often needed to keep people safe from storm surge. Having separate
warnings for these two hazards should provide emergency managers,
the media, and the general public better guidance on the hazards they
face when tropical cyclones threaten.
Also, new this season is a higher resolution version (2 km near the
storm area) of NOAA’s Hurricane Weather Research and Forecasting model (HWRF), thanks to the upgrades to operational computing. A new 40-member HWRF ensemble-based data assimilation
system will also be implemented to make better use of aircraft reconnaissance-based Tail Doppler Radar data for improved intensity forecasts. Retrospective testing of 2015 HWRF upgrades demonstrated a
five percent improvement in the intensity forecasts compared to last
year.
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Natural Gas Explained

What are undiscovered technically recoverable resources?

How Much Natural Gas is Left-Basics

In addition to the proved natural gas reserves, there are large volumes of natural gas
classified as undiscovered technically recoverable resources. Undiscovered technically recoverable resources are expected to exist because the geologic settings are
Underground reservoirs hold oil and natural gas
favorable despite the uncertainty of their specific location. Undiscovered technically
recoverable resources are also assumed to be producible over a time period using exA reservoir is a location where large volumes of methane, the major component of natu- isting recovery technology. The U.S. Energy Information Administration estimated
ral gas, can be trapped in the subsurface of the earth at places where suitable geological that as of January 1, 2012, the United States had 1,932 Tcf of undiscovered techniconditions occurred at the right times.
cally recoverable resources of dry natural gas.
Reservoirs are made up of porous and permeable rocks that can hold significant
amounts of oil and natural gas in pore spaces.

What are proved reserves?
Proved reserves of natural gas are estimated quantities that analyses of geological and
engineering data have demonstrated to be economically recoverable from known reservoirs in the future.
Proved reserves are added each year with successful exploratory wells and as more is
learned about fields where current wells are producing. The application of new technologies can convert previously uneconomic natural gas resources into proved reserves.
U.S. proved reserves of natural gas have increased every year since 1999.

How large are U.S. proved natural gas reserves?
U.S. total natural gas proved reserves, estimated as wet gas, which includes natural gas
plant liquids, set a record of 354 trillion cubic feet (Tcf) in 2013. The dry gas portion of
these reserves (after liquids are removed) equaled 338 Tcf. Major advances in natural
gas exploration and production technologies has resulted in increased U.S. natural gas
proved reserves.

NATURAL GAS FACTS
Did you know that increased shale gas activity is expected to generate at least $37
billion in government revenues by 2020 and $57 billion by 2035? (HIS Global Insight). These types of revenues can help fund many items, such as road construction
and provide other services.
Natural gas arrived in the home during the first century A.D. in Persia. It seeped from
the ground and was ignited by lightning, producing an ‘eternal flame’ that burned day
and night. Seeking to take advantage of this continuous heating source-and since
pipelines wouldn’t come around until the 1800’s-the king of Persia built his royal
kitchen next to it.
Rembrandt Peale, a famous portrait painter, founded the first natural gas utility in
Baltimore in 1816 after using natural gas as an energy source to light an exhibit at his
museum and gallery.
William Hart dug the first natural gas well in the U.S. outside Fredonia, New York, in
1821. The well was about 27 feet deep compared to today’s wells which can run more
than 30,000 feet deep.
There are approximately four million
Americans employed either directly or indirectly by the natural gas industry-America’s
‘Blue Jobs.’
There are more than 120,000 natural gas
vehicles on American roads, as many companies and municipalities are deploying
fleets of natural-gas powered vehicles to
reduce emissions.
Did you know that North America has more
natural gas than Saudi Arabia has oil? As a
nation, we must continue our focus on
safely and responsibly developing this
clean-burning, sustainable and versatile
energy resource.
Natural gas complements renewable technologies such as wind and power, providing
the necessary low-emission backup generation.
Natural gas is efficient. About 90 percent of
the gas produced is delivered to customers
as usable energy. Greater efficiency means
fewer greenhouse gas emissions.
When used to generate electricity, natural
gas burns cleaner than other fuel sources
with less pollutants and no mercury. This
means cleaner air in our communities.
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Natural Gas Supply and Demand to be Record-Setting This
Summer

Natural Gas Storage

Continued from page 1.
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In brief, NGSA’s analysis of individual supply and demand factors showed:

Economy– Average growth in GDP similar to last winter is expected. Neutral
pressure.

Bcf

Weather– Anticipated slightly warmer than last summer and 4 percent warmer
than the 30-year average. Slight upward pressure.

Storage– Larger inventory of gas in storage than last summer. Downward pressure.
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Overall Demand– Customer demand projected to be record-setting 65 Bcf/day.
Major growth of 8 percent expected in the electric sector, due to a combination
of short-term coal-to-gas switching and the long-term retirement of 126 coalfired plants. Industrial sector demand is projected to increase a strong 4.5 per
cent compared to last summer, due to numerous industrial capacity expansions.
Residential and commercial demand will remain similar to last summer. Upward pressure.

5-Yr Average
Current Storage Totals

Supply– Estimated record-setting summer production of 75 Bcf/day, due to drilling efficiencies and new infrastructure, projected to provide more than enough
supply. Downward pressure.
NGSA used data from Energy Ventures Analysis (EVA) and the Energy Information Administration for its demand and supply projections and HIS Global Insight for its economic projections. The NGSA analysis is based on publicly reported data; the association does not project actual cost figures for whole sale or retail markets.

Natural Gas Vehicle Industry Sees Benefits in New
EPA/NHTSA Truck Proposal
Washington, D.C.– NGVAmerica and its member companies commend the U.S. Environmental Protection Agency (EPA) and the National Highway Traffic Safety administration
(NHTSA) for their proposal to increase fuel efficiency and reduce greenhouse gas emissions from the nation's trucks. The proposal, Greenhouse Gas Emissions and Fuel Efficiency Standards for Medium-and Heavy-Duty Engines and Vehicles-Phase 2, is expected
to greatly improve the fuel efficiency and emissions performance of new medium-and
heavy-duty trucks, including those powered by natural gas.
“The proposal has the potential to be a win-win-win that will lower greenhouse gas emissions, reduce fuel costs and reduce our nation’s dependence on foreign oil,” said Matthew
Godlewski, President of NGVAmerica. “NGVAmerica and its members welcome the announcement, and we look forward to working with EPA, NHTSA and the administration to
finalize a rule that will meet these important goals.”
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Seasonal Temperature Outlook
July – August – September

Natural gas trucks are currently available from a wide variety of U.S.-based manufacturers
who offer the largest selection of factory-produced natural gas-powered transit buses, refuse, and short-and long-haul vehicles available anywhere in the world. Truck and bus
fleets that use natural gas get the benefit of using s fuel that is clean, abundant and domestic.
Today’s proposal builds on the first EPA/NHTSA rule for medium-and heavy-duty trucks,
which was finalized in 2011. The Phase 1 rule covered trucks, buses and other commercial
vehicles manufactured in model years 2014-2018, and created the foundation for the proposal. The Phase 2 proposal is expected to be finalized in 2016, and will cover vehicles
built after 2018. “Under the Phase 1 rule, natural gas trucks and buses are already delivering lower fuel costs and reduced emissions to fleet operators and consumers nationwide,”
said Godlewski. “We have appreciated the administration’s collaborative effort in developing this proposal We look forward to working with EPA, NHTSA and the administration to
finalize a Phase 2 rule that will create new opportunities for fleets to use natural gas to further reduce fuel costs and emissions, while increasing energy security.”
Medium-and heavy-duty trucks powered by natural gas continue to show strong growth
across a variety of applications. To highlight this growth in just one state, a recent report
from the Railroad Commission of Texas shows sales for natural gas as a transportation fuel
have increased 78 percent in Texas over last year and IHS recently release a study, LNG in
Transportation: Challenging Oil’s Grip, that projects significant growth in the heavy-duty
and high-horsepower markets in the years ahead.

Price Per MMBtu As Of June 30, 2015
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2015 STATE IMPACT PROBABILITIES (NUMBERS IN
PARENTHESES ARE LONG-PERIOD AVERAGES)
State

Hurricane

Major
Hurricane
———————————————————————————————
Texas
16%(33%)
5%(12%)
Louisiana
15%(30%)
5%(12%)
Mississippi
5%(11%)
2%(4%)
Alabama
7%(16%)
1%(3%)
Florida
27%(51%)
10%(21%)
Georgia
5%(11%)
1%(1%)
South Carolina
8%(17%)
2%(4%)
North Carolina
14%(28%)
3%(8%)
Extended Range Forecast of Atlantic Seasonal
Virginia
3%(6%)
<1%(1%)
Maryland
1%(1%)
<1%(<1%)
Hurricane Activity and Landfall Strike ProbDelaware
1%(1%)
<1%(<1%)
ability for 2015
New Jersey
1%(1%)
<1%(<1%)
New York
3%(8%)
1%(3%)
Connecticut
3%(7%)
1%(2%)
We continue to foresee a well below-average 2015 Atlantic hurricane season.
Rhode
Island
3%(6%)
1%(3%)
A strong El Niño event now appears likely. Conditions in the tropical Atlantic
Massachusetts
3%(7%)
1%(2%)
remain unfavorable for hurricane formation. We continue to call for a belowNew
Hampshire
1%(1%)
<1%(<1%)
average probability of United States and Caribbean major hurricane landfall.
Maine
2%(4%)
<1%(1%)
———————————————————————————————
ATLANTIC BASIN SEASONAL HURRICANE FORECAST Whole US
57%(84%)
28%(52%)

FOR 2015

Forecast Parameter and 1981-2010
Median (in parentheses)

Issue Date
9 April 2015

Named Storms (NS) (12.0)
Named Storm Days (NSD) (60.1)
Hurricanes (H) (6.5)
Hurricane Days (HD) (21.3)
Major Hurricanes (MH) (2.0)
Major Hurricane Days (MHD) (3.9)
Accumulated Cyclone Energy (ACE) (92)
Net Tropical Cyclone Activity (NTC) (103%)

Issue Date
1 June 2015
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PROBABILITIES FOR AT LEAST ONE MAJOR
(CATEGORY 3-4-5) HURRICANE LANDFALL ON EACH
OF THE FOLLOWING COASTAL AREAS:
1) Entire U.S. coastline –28% (average for last century is 52%)

ABSTRACT
Information obtained through May 2015 indicates that the 2015 Atlantic Hurricane season will likely have much less activity than the median 1981-2010
season. We estimate that 2015 will have only 3 hurricanes (median is 6.5), 8
named storms (median is 12.0), 30 named storm days (median is 60.1),10 hurricane days (median is 21.3), 1 major (Category 3-4-5) hurricane (median is
2.0) and 0.5 major hurricane days (median is 3.9). The probability of U.S. major hurricane landfall is estimated to be about 55 percent of the long-period
average. We expect Atlantic basin Accumulated Cyclone Energy (ACE) and
Net Tropical Cyclone (NTC) activity in 2015 to be approximately 45 percent
of their long-term averages.
This forecast is based on a new extended-range early June statistical prediction
scheme that was developed utilizing 29 years of past data. Analog predictors
are also utilized. We anticipate a well below-average Atlantic basin hurricane
season due to the formation conditions in the tropical Atlantic.

2) U.S. East Coast Including Peninsula Florida –15% (average for last century is 31%)
3) Gulf Coast from the Florida Panhandle westward to Brownsville –15%
(average for last century is 30%)

PROBABILITY FOR AT LEAST ONE MAJOR
(CATEGORY 3-4-5) TRACKING INTO THE CARRIBEAN
(10-20˚N, 60-88˚W)
1) 22% (average for last century is 42%)
*The forecast has been increased from 7 to 8 named storms due to the formation of Tropical Storm Ana in May.

Stay Informed With The IMGA Evening Report
The IMGA Evening Report is an excellent way to stay up to date on NYMEX prices, weather, gas storage, and industry news. Each issue includes
the days closing market prices for natural gas futures and crude oil, as well
as a short commentary on market movement and industry related news.
The IMGA Evening Report is distributed electronically daily and is com-

plimentary to all of our members. If you are not an IMGA member, but
would like to receive the IMGA Evening Report, please contact Jeanna Martin at jmartin@imga.org or 217-438-4642. The IMGA Evening Report fee
for non-members is $150 per year, or become a member today for a one time
fee of $250.
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