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Energy Solutions, Inc. 
 

Energy Solutions, Inc. is an natural gas consulting company that is dedicated to helping 
businesses of all sizes maximize their energy savings as it relates to natural gas.  Our two 
decades of energy experience in working with regulated utilities, non-regulated 
marketers, and commercial and industrial businesses, some of which are Fortune 500 
companies, makes us uniquely qualified to assist businesses with the selection of a 
natural gas supplier.   
 Energy Solutions, Inc. is independently-owned and is not a buyer or seller of 
energy.  That means Energy Solutions offers you a perspective that most others cannot. 
 To meet a business’ individual needs, Energy Solutions offers a variety of services 
including, a monthly and weekly publication, education seminars, and tailored consulting 
services.  The goal of our services is to provide businesses with the knowledge and power 
to take control of their energy costs. 
 Energy Solutions was formed in 1996 with the goal of helping businesses better 
understand their choices in a deregulated energy environment.  Energy Solutions utilizes 
its resources to assist businesses in making more informed energy buying decisions.  Our 
goal is to help businesses throughout the nation realize both short and long-term cost 
savings and opportunities available in the competitive energy arena.  At Energy 
Solutions, we show businesses how to keep a competitive edge when it comes to buying 
natural gas and electricity. 
 
 
 

The Purpose of This Guide 
 
Determining which alternative natural gas supplier or marketer best meets your needs is a 
difficult and confusing task.  The purpose of this Guide is to provide a step-by-step 
approach to this process, making the entire process from start to finish, less complex and 
more comprehensive.  Energy Solutions provides tailored consulting services covering all 
of the areas outlined in this Guide, as well as numerous other areas, such as risk 
management planning, which involves proactive buying strategies, and the development 
of short-term and long-term buying targets and goals.  Historically, Energy Solutions has 
saved its consulting clients more than $2.5 million through the implementation of risk 
management energy buying plans.  For more information on our consulting services and 
the benefits that they can bring to your business, contact Valerie Wood at (608) 848-6255 
or go to our website at www.energysolutionsinc.com. 
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Section 1 
 

INTRODUCTION 
 
 

Today’s natural gas marketplace is deregulated.  This means that commercial and 
industrial businesses, also referred to as end users, have the ability to purchase their 
natural gas supplies from someone other than the local distribution company (LDC) or 
local utility.  Overall, there are three cost components that make up a business’ natural 
gas expenditures.  These components are the natural gas commodity, pipeline 
transportation, and utility or LDC distribution.  The sum of all three of these components 
will equal the cost of natural gas at the meter or burner tip. 
 
Prior to entering the utility distribution system, the natural gas enters a utility-owned city 
gate.  At the city gate, the pressure of the natural gas is reduced, the odorant is injected, 
and the LDC then moves the natural gas through its distribution system to the end user. 
 
An end user, who chooses to purchase its natural gas commodity and intrastate or 
interstate pipeline transportation from its LDC, is referred to as a system supply 
customer.  For system supply customers, the LDC arranges for the purchase of the natural 
gas commodity and the intrastate or interstate pipeline transportation for delivery to the 
end user’s city gate.   
 
An end user (residential, commercial or industrial), who chooses to purchase its natural 
gas commodity and pipeline transportation from someone (third-party) other than the 
LDC, is referred to as a transportation customer or transporter.  For transportation 
customers, the third party arranges for the purchase of the natural gas commodity and 
usually the acquisition of the intrastate or interstate pipeline transportation as well.  The 
third party then delivers the natural gas to the LDC city gate, and the LDC, in turn, 
delivers the natural gas to the end user. 
 
In this Guide, we will take an in-depth look at the options available to commercial and 
industrial businesses because of deregulation.  We'll begin, however, with a little history 
of the natural gas industry, and how we have arrived at today’s marketplace. 
 
 
THE HISTORY OF THE NATURAL GAS INDUSTRY 
 
The structure of the natural gas industry has changed dramatically and grown 
increasingly complex.  Prior to deregulation, the natural gas industry was simple with few 
alternatives for businesses.  Producers of natural gas sold their product at the wellhead or 
the production point to intrastate or interstate pipelines.  These intrastate or interstate 
pipelines then moved the commodity of natural gas from the wellhead through the 
pipeline to their customers, which were typically local distribution companies (LDC).  
The LDC, in turn, distributed and sold the natural gas to its end users (residential, 
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commercial, and industrial customers).  Of course, the simplification of the industry also 
meant that end users had no choice and no control over their natural gas expenditures. 
 
 
 

The Sale of Natural Gas Prior to Deregulation 
 

 
 
 
 
In 1938, the U.S. government first regulated the natural gas industry because it believed 
the natural gas industry to be a natural monopoly.  The Natural Gas Act (NGA) of 1938 
was designed to address the government’s concerns.  This regulation applied primarily to 
interstate natural gas pipelines and not intrastate natural gas pipelines.  For that reason, 
much of the discussion on the history of deregulation in this Guide applies to interstate 
pipeline transportation only.   
 
The NGA gave the Federal Power Commission (FPC) the authority to regulate the rates 
charged for interstate pipeline transportation by “natural gas companies.”  It also 
specified that in order to build a new pipeline, an interstate pipeline company must first 
receive approval from the FPC.  Overall the Act required that just and reasonable rates 
for pipeline services be enforced.  However, it did not specify any particular regulation of 
prices at the natural gas wellhead, the location of the natural gas commodity, because the 
FPC determined that if the natural gas producer and the pipeline were not affiliated, 
natural market forces would keep wellhead or natural gas commodity prices competitive. 
 
In 1954, the Supreme Court ruled that natural gas producers that sold natural gas into 
interstate pipelines fell under the category of “natural gas companies” as specified in the 
NGA and were subject to regulatory oversight by the FPC.  In response to the ruling, the 
FPC attempted to evaluate and address producers and the rates charged for the natural gas 

Producer 

Intrastate or 
Interstate Pipeline 

LDC 

End User 
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commodity on an individual basis.  However, soon the FPC had an enormous backlog of 
producer applications requesting rate increases or reviews.   
 
In 1960, the FPC decided to set rates based on five separate producing geographic 
regions.  The process for determining geographic rates was much longer and more 
difficult than anticipated, and the FPC again fell far behind in its responsibilities.   
 
In 1974, the FPC determined that geographic pricing was not feasible and instead adopted 
national price ceilings for the sale of natural gas into interstate pipelines.  With price 
ceilings in effect, there was little incentive for natural gas producers to explore and 
produce new natural gas reserves.   
 
As a result, by 1978, the nation was facing a severe natural gas supply shortage, and 
Congress passed the Natural Gas Policy Act (NGPA) of 1978.  This Act replaced the FPC 
with the Federal Energy Regulatory Commission (FERC); however, the authority of the 
regulatory body remained much the same.  The NGPA also instituted a plan for the 
gradual removal of price ceilings at the wellhead (production point) on any natural gas 
brought into production after the passage of the Act, but retained the regulations 
regarding the sale of gas from an interstate pipeline to LDCs. 
 
With price ceilings finally removed, natural gas commodity prices started to rise.  
Simultaneously, higher natural gas commodity prices resulted in decreased natural gas 
demand.  By the early 1980s, the nation faced an oversupply of natural gas, also referred 
to as a supply bubble or natural gas bubble.  During this time, interstate natural gas 
pipelines continued to be active sellers of the natural gas commodity and the dominant 
player in buying natural gas from the producer.  The interstate pipeline then “bundled” 
the cost of the gas commodity with its interstate pipeline transportation, and sold the 
“bundled” product to the LDC.  Even though deregulation had occurred on the 
commodity price of natural gas, options available to others, including end users, were 
very limited because interstate pipelines could refuse the sale of pipeline capacity to 
others forcing those individuals to purchase the “bundled” product of natural gas and 
interstate pipeline transportation from the interstate pipeline. 
 
In 1985, FERC issued Order 436, which changed how interstate pipelines conducted 
business.  Order 436 established a “voluntary” framework under which interstate 
pipelines could act solely as a transporter of natural gas.  Order 436 meant that interstate 
pipelines could no longer assume the role of natural gas merchant or seller.  Order 436 
barred interstate pipelines from discriminating against requests from others to purchase 
interstate pipeline transportation in order to protect its own sales of natural gas.  The 
Order also established interstate pipeline transportation rate minimums and maximums, 
but still allowed the pipelines some flexibility in offering competitive rates to their 
customers.  Under Order 436, interstate pipelines now had to begin offering interstate 
pipeline transportation service to all customers.  The transportation of natural gas through 
the pipeline, rather than the sale of the natural gas commodity, now became the primary 
function of interstate natural gas pipelines. 
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The issuance of Order 436 stimulated the development of third party suppliers who serve 
as a middleman between the producer and the end user. These third party suppliers are 
referred to as alternative natural gas marketers or suppliers, herein referred to as 
marketers.  The goal of the marketer was to provide end users with more options and 
lower prices, while still making a profit.  To provide services to its customers, marketers, 
in addition to LDCs, became active buyers of the natural gas commodity and interstate 
pipeline transportation. 
 
To move deregulation one step further, the Natural Gas Wellhead Decontrol Act of 1989 
amended the NGPA of 1978 and removed any remaining price regulations on the cost of 
the natural gas commodity at the wellhead.  This Act also clarified that any natural gas 
sold to a pipeline, LDC, or end user was to be free of any federal price regulations. 
 
By now, the natural gas industry had gone through a significant transformation, although 
hurdles still existed relative to interstate pipeline capacity.  Marketers, LDCs, and end 
users that needed interstate pipeline capacity purchased it directly from the interstate 
pipeline under primarily firm or interruptible rates.  And, in the event, the interstate 
pipeline had firm pipeline capacity that was contracted for, but wasn’t being used, it 
could re-sell that same pipeline capacity space as interruptible.   
 
In 1992, FERC Order 636 opened up the natural gas industry even further making certain 
requirements mandatory, rather than voluntary as allowed under Order 436.  Primarily, 
Order 636 ordered interstate pipelines to separately identify the cost of interstate pipeline 
transportation from all other services.  While Order 436 changed how interstate pipelines 
functioned, it didn’t prohibit the interstate pipeline from grouping together or bundling 
certain services together, making it difficult for other parties to contract for some pipeline 
services independent of other pipeline services.  Order 636 corrected this, and truly 
removed interstate pipelines from the ability to sell the natural gas commodity.  It also 
created a secondary market for interstate pipeline capacity, which is referred to as the 
secondary market or the capacity release market.   
 
Under Order 636, marketers, LDCs and end users who need interstate pipeline capacity 
could now look to the interstate pipeline, as well as each other, for needed pipeline 
capacity.  For example, in today’s marketplace, if an LDC isn’t going to use all of the 
pipeline capacity that it has contracted for from the interstate pipeline, it has the 
opportunity to re-sell a portion or all of that interstate pipeline capacity to the highest 
bidder and recover a portion of its costs.  Prior to Order 636, this was not an option.   
 
The purpose of Order 636 was to give all natural gas sellers equal footing in moving the 
natural gas commodity from the wellhead to another market.  Order 636 made the costs 
associated with interstate pipeline transportation transparent, making it much easier for 
commercial and industrial businesses to evaluate the most efficient method of obtaining 
their natural gas. 
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TODAY’S NATURAL GAS ENVIRONMENT 
 
Overall, in today’s natural gas environment, the producer now has many more options of 
who they can sell the natural gas commodity to.  The producer can now sell its natural 
gas supplies directly to a marketer, an LDC or an end user.  The buyer (marketer, LDC, 
or end user) then contracts with the interstate pipeline to move the natural gas from the 
wellhead to another location.  In addition, parties can also re-sell the natural gas 
commodity and/or the interstate pipeline transportation among each other at needed 
locations. 
 
 
 

The Sale of Natural Gas Under Deregulation 

 
 
The natural gas marketplace is considerably different from the one that existed two 
decades ago.  It is much more open to competition and choice.  This means opportunities 
for businesses to better manage their natural gas expenditures.   
 
In today’s regulatory environment, only interstate pipelines and LDCs are directly 
regulated in the rates that they can charge.  In the past, interstate pipelines were able to be 
both a transporter of natural gas, as well as a seller of the natural gas commodity and the 
interstate pipeline transportation.  However, that is no longer permitted.  Today, interstate 
pipeline companies primarily sell only the component of interstate pipeline 
transportation.  In addition, in today’s environment, interstate natural gas pipelines must 
offer access to interstate pipeline capacity and transportation to all market players 
equally.  This is referred to as open access.  Open access allows marketers, producers, 
LDCs, and end users to contract for interstate pipeline transportation on an equal and 
unbiased basis.  FERC is the regulatory body that continues to approve and oversee 
interstate pipeline transportation rates. 
 
While interstate pipelines are regulated by FERC, most LDCs are regulated by state 
regulatory utility commissions or state public utility commissions, which oversee the 
establishment of LDC rates for moving natural gas from the city gate to the end user’s 
burner tip. The regulation of LDCs has much the same objective as the regulation of 
interstate pipelines -- to protect customers who rely on them for the delivery of natural 
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gas.  Although the general objective in overseeing LDCs is the same from one state to the 
next, the processes, rules, and regulations under how the gas moves from the city gate to 
the burner tip varies throughout the nation. 
 
This means that while natural gas commodity prices are deregulated and interstate 
pipelines can no longer discriminate in their sales, individual state regulatory 
commissions and individual LDCs still retain authority in establishing the rules under 
which these sales and purchases of natural gas can take place.   
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Section 2 
 

NATURAL GAS COST COMPONENTS 
 
 

Natural gas expenditures to an end user consist of three cost components:   
 1) The natural gas commodity 
 2) The interstate pipeline transportation 
 3) The LDC or utility distribution 
 
Deregulation allows the first two cost components, the natural gas commodity and the 
interstate pipeline transportation, to be acquired and purchased independently of one 
another from a third party or marketer.  In turn, this allows businesses to better manage 
their natural gas expenditures.  As you can see from the chart below a significant portion 
of a business’ natural gas expenditures relate to these two cost components. 
 

Natural Gas
Commodity

Interstate Pipeline
Transportation

LDC or Utility
Distribution

  
 
 
THE NATURAL GAS COMMODITY 
 
There are more than 8,000 producers that explore for natural gas and oil.  They range 
from one or two-person operations that may own a single natural gas well to large 
integrated production companies, which are referred to as “majors.” 
 
Natural gas is found under the earth’s surface and is a combustible mixture of 
hydrocarbon gases.  When extracted from the ground, natural gas contains a number of 
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other gases, including ethane, propane, and butane.  Once extracted from the ground, 
natural gas is processed, and these other fuels are removed and sold separately.   
 
Natural gas that is consumed by end users is almost pure methane.  Natural gas is 
considered “dry” when it is almost pure methane, and it should be in this form before 
being injected into most interstate natural gas pipelines. 
 
North American natural gas supply basins are primarily located in the areas indicated 
below:   
 
 

Major Natural Gas Production Areas in Canada and The United States 
 

 
Source: Energy Information Administration, EIAGIS-NG Geographic Information System 

 
 
 
Relative to the availability of natural gas supplies for future consumption, there is a 
myriad of estimates from different entities about natural gas supplies and availability.  
Because natural gas is a very clean-burning fuel, demand for it has increased, especially 
as the nation has focused on the construction of natural gas-fired electric generation.  As 
estimates of natural gas supply and demand change, the perception of how that will 
impact the nation will move the price of the natural gas commodity up and down. 
 
Natural gas is sold as a commodity, similar to other commodities, such as soybeans or 
corn.  In order to be classified as a commodity, a product must be essentially the same no 
matter where it is located.  Natural gas, after processing, fits that description.  
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South Texas
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Texas:  24% 

Gulf of Mexico:  14% 
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Colorado:  7% 
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Commodity markets are volatile, and the natural gas commodity also fits that description 
very well.  As with any commodity, if there are more buyers than sellers, prices move up.  
Conversely, if there are more sellers than buyers, prices move down. 
 
 
FORCES THAT ESTABLISH THE PRICE OF THE COMMODITY 
 
The price of the natural gas commodity throughout the nation is established by market 
forces.  There are two different market forces that establish prices.  The first market force 
is the physical or spot market.  The spot market is essentially a daily market in which 
natural gas can be bought or sold right now at today’s prices.  As there is more of a 
demand for natural gas in the physical or spot market, spot market prices for natural gas 
will move up.  Conversely, if there isn’t much demand for natural gas in the physical or 
spot market, spot market prices will move down. 
 
The second market force is the futures market.  The futures market allows someone to 
buy or sell the natural gas commodity at a future point in time at a specified price.  
Natural gas is traded on several futures market exchanges.  However, the most notable 
one is the New York Mercantile Exchange (NYMEX).  Similar to the spot market, if 
there are more buyers willing to purchase natural gas futures contracts for future months, 
the price of natural gas futures contracts will rise.  Conversely, if there are more sellers 
willing to sell natural gas futures contracts for future months, the price of natural gas 
futures contracts will decline.   
 
Activity on the futures market will impact natural gas prices in the spot market and vice 
versa.  Both market forces influence prices; however, sometimes one has more influence 
than the other.  Prices on the futures market can also be influenced by speculative trading 
or technical trading.  Ideally, natural gas prices on the futures market should reflect 
underlying fundamentals, which include supply and demand, weather, storage levels, etc.  
However, sometimes price moves on the futures market, both up and down, are 
independent of what the underlying fundamentals suggest prices should be doing.  For 
example, if speculators are buying crude oil futures, they may also consider buying 
natural gas futures, and push both commodity prices higher, even if the demand for 
natural gas in the spot market is low.  Speculative traders do not care about the 
underlying commodity.  Rather, their goal is to buy low, sell high, or sell high, buy low.  
As speculators do more buying or selling, they can dramatically influence the price of the 
natural gas futures contracts.  For that reason, sometimes natural gas prices move on the 
futures market much differently than how they are moving in the spot market. 
 
The physical delivery location of the natural gas NYMEX contract is the Henry Hub.  
The Henry Hub is located off of the Sabine Pipeline in Louisiana, and is also a physical 
trading hub where spot market natural gas supplies can easily be purchased or sold.  
There are over 30 major market hubs in the United States.  A hub is defined as a 
geographic location where multiple participants trade services.  A hub tends to be located 
in a metropolitan area where typically there are numerous interstate pipeline 
interconnections.  Another significant pricing point may be an LDC city gate in a 
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metropolitan area.  The price at which natural gas trades in the spot market at each of 
these major hubs or city gates will be dependent on supply and demand factors for that 
particular point.  However, as mentioned earlier, pricing movement on the NYMEX can 
also influence the spot market pricing throughout the nation. 
 
The following graph illustrates where the major hubs exist for buying and selling natural 
gas supplies.  It also provides an illustration of how natural gas typically flows from those 
major hubs. 
 
 

Natural Gas Centers/Hubs in Relation to  

Production Basins and Major Flow Corridors 

 

 
Source: Energy Information Administration 

 
 
 
PIPELINE TRANSPORTATION 
 
Natural gas pipelines can be characterized as intrastate or interstate.  Interstate pipelines 
move natural gas across the state boundaries, whereas intrastate pipelines move natural 
gas only within a particular state.  There are about 160 intrastate and interstate pipelines 
in the United States.  In this guide, we are focusing on interstate pipelines, which are 
regulated by FERC.  Throughout the U.S., there are about 180,000 miles of interstate 
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pipelines capable of moving over 119 billion cubic feet (Bcf) of natural gas from 
producing regions to areas where the natural gas will be consumed.   
 
Natural gas is transported in interstate pipelines at pressures that range from 200 to 1,500 
pounds per square inch (psi).  This high pressure reduces the volume of natural gas being 
transported by up to 600 times.  The high pressure also provides a force to help move the 
natural gas through the pipeline.  Major interstate pipelines are typically 24 to 36 inches 
in diameter.  To ensure that natural gas remains pressurized, compression of the natural 
gas is required periodically along the pipeline.  To accomplish this, compressor stations 
are usually placed at 40 to 100 mile intervals along the pipeline to continue to compress 
the natural gas in order to keep the natural gas moving to its destination. 
 
Interstate natural gas pipelines are subject to regulatory oversight by FERC.  FERC not 
only oversees the manner in which interstate pipeline companies can operate, but FERC 
also establishes the rates that they can charge to move natural gas from one location to 
another. 
 
The following chart provides a “rough” illustration of the various interstate natural gas 
pipelines.  It is clear from the chart that interstate pipelines are concentrated in areas 
where there are major natural gas supply basins and/or metropolitan areas where there is 
larger natural gas demand and consumption. 
 

Natural Gas Interstate Pipelines 

 

 
Source: Energy Information Administration 
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UTILITY DISTRIBUTION 
 
The final cost component is the LDC distribution.  The pressure of the natural gas that 
flows through the interstate pipeline must be reduced in order for an end user to be able 
to use it.  This reduction in pressure takes place at an LDC city gate.  Sometimes, the 
pressure is reduced to as little as 3 psi.  The LDC city gate is owned by the LDC.  It is at 
that location that the natural gas changes hands and is transferred from the interstate 
pipeline company to the LDC.  It is also at the LDC city gate that the natural gas odorant 
is injected for safety reasons because natural gas is odorless and cannot be detected. 
 

An LDC City Gate 

 

 
Source:  Madison Gas and Electric Co., Madison, Wisconsin 

 
 
Like an interstate pipeline, the LDC will move the natural gas through its distribution 
pipeline from the city gate to another location.  However, the LDC’s distribution system 
is considerably smaller than an interstate pipeline and ranges in diameter from 6 to 8 
inches. 
 
Traditionally, LDCs have been awarded exclusive rights to distribute natural gas to a 
specified geographic area.  Like interstate pipeline companies, LDCs are looked at as 
being natural monopolies.  The cost of implementing a distribution infrastructure that 
would overlap LDC distribution networks would likely be uneconomical.  State public 
utility commissions are charged with the oversight of most utility systems.  These 
regulators have a variety of objectives including ensuring adequate supply, reliable 
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service, and reasonable prices, while also guaranteeing an adequate return on equity for 
the LDC’s investors. 
 
Like interstate pipeline companies, some state public utility commissions have ordered 
LDCs to unbundle their services so that the individual cost components of the natural gas 
commodity, interstate pipeline transportation, and distribution costs can be identified.  
While this isn’t the case in all states, when these cost components are unbundled, it 
makes it much easier for a business or end user to identify the economics of using a 
natural gas marketer.   
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Section 3 
 

USING A NATURAL GAS MARKETER 
 

 
The remainder of this Guide will focus on the use of an alternative natural gas supplier, 
herein referred to as a marketer.  A marketer is a company, other than a pipeline or LDC 
that buys and resells natural gas or brokers natural gas to others for a profit.  Natural gas 
marketers perform services for their customers, including the acquisition of the natural 
gas commodity in the spot market or in the futures market, the acquisition and 
coordination of interstate pipeline transportation, the monitoring of usage and usage 
patterns, nominating, and balancing services.   
 
The natural gas day typically runs for a 24-hour period from 9:00 a.m. Central Daylight 
Time (CDT) to 9:00 a.m. CST.  To ensure that interstate natural gas pipelines and LDCs 
have adequate information about how much natural gas is scheduled to flow through their 
pipelines or distribution systems, each require a nomination.  The nomination is an order 
by the natural gas shipper that indicates how much natural gas it plans to move through 
an interstate natural gas pipeline or LDC distribution system during a specific period of 
time.  A natural gas marketer must place a nomination with the interstate natural gas 
pipeline, as well as the LDC.  The nomination will identify the receipt points, as well as 
the general delivery point, for natural gas supplies.  The receipt point is the location 
where the natural gas enters the interstate pipeline and the delivery point defines the 
ultimate delivery location.   
 
Basically, the nomination lays out the approximate route across which the natural gas is 
scheduled to travel on both the interstate natural gas pipeline and the LDC distribution 
system.  Nominations are typically due 24 hours in advance; however, in some cases 
nominations can also be placed during the typical gas day if the interstate natural gas 
pipeline and/or LDC provides for that and has sufficient capacity to make changes. 
 
For system supply customers, the LDC places nominations on behalf of its customers 
with the interstate natural gas pipeline.  For transportation customers, the natural gas 
marketer typically places nominations with both the interstate natural gas pipeline and the 
LDC.   
 
While the nomination reflects a forecast of what customers are projected to consume on a 
given day, it is rare that the actual gas nominated matches the amount actually consumed.  
These day-to-day variations are handled through balancing.  Balancing allows a customer 
to take the needed gas each day, even if it wasn’t nominated.  For system supply 
customers, the cost of balancing is included in their costs from the LDC.  For 
transportation customers, the cost of balancing is: 1) either charged separately by the 
marketer; 2) incorporated into the marketer’s price to the customer; or 3) purchased 
separately from the LDC or interstate pipeline. 
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DIFFERENCES BETWEEN LDCs AND MARKETERS 
 
There are several differences between LDCs and marketers.  Utilities are typically 
regulated by state public utility commissions.  As a regulated entity, LDCs are usually 
required to have a certain level of natural gas supplies, as well as firm pipeline 
transportation, under contract to serve their firm customers.  Natural gas prices charged 
by the utility to its customers are subject to scrutiny by the state public utility 
commission, which ensures that utility purchasing actions are prudent while continuing to 
offer the set rate of return to shareholders.  The cost of natural gas purchases by an LDC 
for its system supply customers are allocated equally on a per unit basis to individual rate 
classes.  The services available to system supply customers are usually outlined in a tariff 
and are not typically negotiable, unless the customer uses a significant amount of natural 
gas, has an alternate fuel that can economically displace the use of natural gas, or has the 
ability to bypass the LDC system entirely by connecting directly to an interstate natural 
gas pipeline system. 
 
Conversely, natural gas marketers have little, if any, regulatory oversight by state public 
utility commissions.  The rates charged by the marketer to its customers are individually 
negotiated by the customer or end user and the marketer.  The rate charged by the 
marketer to its end users can be based on spot market conditions, natural gas prices on the 
NYMEX, prices at a natural gas trading hub, or even some other sort of mechanism.  
There are usually no regulatory requirements placing restrictions on the marketer relative 
to how much natural gas or pipeline capacity it must have under contract or the prices it 
can charge for its services.  This means that when working with a natural gas marketer, it 
is the customer’s or end user’s responsibility to ensure that the contract that is negotiated 
is fair, competitive, and provides the level of reliability necessary for the end user to 
conduct its business.  While a marketer doesn’t have the same regulatory oversight as a 
LDC, it typically offers the end user more flexibility to take control of its natural gas 
expenditures by fixing natural gas prices into the future.  This is a key component in 
helping end users meet or beat budget requirements. 
 
 
LOCATING A LIST OF NATURAL GAS MARKETERS 
 
The first challenge facing a business or end user in selecting a natural gas marketer is 
finding out which natural gas marketers actually provide services to the geographic area 
where the end user is located.  Some natural gas marketers will offer services throughout 
an entire state, while others may choose to provide services only behind a specific LDC 
within the state.  An end user has several resources to utilize in order to obtain a list of 
active natural gas marketers in it geographic area. 
 
In some cases, the state public utility commission may require certification of natural gas 
marketers who provide services within its state.  A list of state public utility commission 
websites can be found at the National Association of Regulatory Utility Commission 
(NARUC) website at http://naruc.org.  Once at the website, clicking on the heading on 
the left entitled “state commissions,” will redirect you to a national map that will allow 
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you select an individual state.  Clicking on the individual state will redirect you to the 
individual state public utility commission websites.  In the event a state public utility 
commission requires certification of natural gas marketers, it is likely that a listing of 
certified natural gas marketers that serve that state can be obtained directly from the state 
public utility commission website.  However, it should be noted that the list may not 
detail which natural gas marketers provide services behind which utilities.  It should also 
be noted that while this is a listing of certified natural gas marketers, the certification 
process is typically based on financial requirements and completed paperwork, not an 
individual natural gas marketer’s ability to serve its customers. 
 
If the individual state does not require certification of natural gas marketers, an end user 
can then look to its serving LDC for assistance.  In some cases, a utility or LDC will post 
on its website a listing of natural gas marketers that serve their area.  However, if such a 
list is not available, an end user can either send an inquiry to the LDC possibly via the 
utility website or contact its account representative.  When making this inquiry, the end 
user should simply request a list of deregulated natural gas marketers that serve 
commercial or industrial businesses.  It is important to designate that the list should be for 
commercial and/or industrial businesses because some states may also have a separate list 
of deregulated natural gas marketers that serve residential customers.  Overall, most 
LDCs do have some sort of a list of natural gas marketers that serve their area.  If the list 
is not available through the account manager, it can typically be obtained from the LDC’s 
gas supply department or the individual in charge of natural gas transportation services.   
 
While an LDC will typically have a natural gas marketer list, the same isn’t necessarily 
true for municipalities or cooperatives.  Municipalities and cooperatives are not as active 
in offering deregulated natural gas programs to their customers, and in some states, may 
not be required to do so.   
 
Any listing that is received will likely contain at a minimum a marketer name and phone 
number.  A list may also include a specific individual to contact, an address, and a 
website.  The list, however, will not provide an end user with any insight as to how active 
the marketer is, how long they’ve been in business, the services they offer, or how many 
customers they serve.  It is up to the individual end user to evaluate individual marketers 
to determine which one will best meet their needs. 
 
Once a list of natural gas marketers is obtained, it is recommended that an end user 
contact the marketers on the list to confirm if that natural gas marketer actually provides 
services to their geographic area.  The natural gas industry changes quickly and 
sometimes lists are outdated.   
 
When contacting a natural gas marketer, the end user can simply indicate that they are in 
the process of evaluating natural gas marketers and need to know if this individual 
marketer provides natural gas services to end users located in a specific city, behind a 
specific LDC.  Additional questions can include: 
1. How long has the marketer been in business? 
2. How many customers does the marketer serve behind this LDC? 
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3. What type of information does the marketer need in order to provide a proposal to 
provide services to the end user? 

4. Who should the end user send a Request for Proposal (RFP) to? 
 
This is also an ideal opportunity for the end user to learn about the marketers’ services 
and to develop a short list of whom to send a Request For Proposal (RFP) to.  When 
talking with a natural gas marketer, if they provide services to the serving LDC, an end 
user can request that the marketer send some information to the end user regarding their 
company and their services.   




