
NON-PIPELINE ALTERNATIVES:
Meeting Energy Demand Responsibly
Magdalen Sullivan & Erin Murphy

February 2024



NON-PIPELINE ALTERNATIVES I

EXECUTIVE SUMMARY  1

TRADITIONAL UTILITY APPROACHES TO MEET NATURAL GAS DEMAND 3

NON-PIPELINE ALTERNATIVES: WHAT THEY ARE AND WHY THEY MATTER

A.  Types of Non-Pipeline Alternatives 6

B The Value of Non-Pipe Alternatives for Utilities, Regulators,  
and Customers 8

C. Demonstrated Success in Electric Markets: Non-Wires Alternatives 12

D. Leading States and Utilities Are Implementing NPAs 13

STRUCTURING NPA FRAMEWORKS 

A. Recommendations to Decisionmakers on Establishing NPA Procedures 17

B. Issuing RFPs to Fulfill NPA Projects  18

MAXIMIZING NPA OPPORTUNITIES: NEW YORK CASE STUDIES

A.  Past Capital Projects Demonstrate the Need for Broad NPA Consideration 19

B. Transparency Improves Accountability and Outcomes 21

C. States Should Avoid Evaluation Procedures that Exclude Projects  
from NPA Eligibility 22

CONCLUSION 

APPENDIX A: NPA SOLICITATION FRAMEWORK 25

ENDNOTES 28

TABLE OF CONTENTS

Acknowledgements
The authors would like to thank the following individuals for their help in reviewing this 
report: Michael Colvin, Ted Kelly, Greg Lander (Skipping Stone LLC), Curt Stokes, and  
Jolette Westbrook



NON-PIPELINE ALTERNATIVES 1

EXECUTIVE SUMMARY 
As gas utilities, regulators, and stakeholders seek to address rising  
pressure on rates, ensure responsible management of natural gas 
distribution systems, and reduce overall reliance on natural gas to address 
climate change, the incorporation of non-pipeline alternatives (“NPAs”)  
into utility planning and operations can maximize the pursuit of cost-
effective solutions. 

The traditional utility business model assumes continuous use of natural gas and relies 
on continued investment in and expansion of the gas pipeline system to generate a 
guaranteed rate of return for shareholders while ensuring reliable service for customers.  
But traditional approaches present new risks in the face of volatile gas prices and changing 
energy policies, and utilities and regulators need to think outside the box to meet energy 
demand more sustainably. 

NPAs can help utilities and regulators diversify options to satisfy energy demand  
and avoid locking in long-term commitments to costly pipeline infrastructure. Utilities  
can demonstrate leadership and innovation by adopting NPA processes that involve 
comprehensive and transparent reporting and a robust RFP process that fosters competition 
and innovation. These programs also present a key opportunity to facilitate reduced 
reliance on natural gas and cut climate-warming greenhouse gas emissions. 

Leading states around the U.S. have implemented new standards to incorporate NPA 
consideration and adoption into gas utility operations. Recent actions by Colorado, New 
York, California, and New Jersey are valuable examples to consider and follow. 

When anticipating traditional gas investments, 
the following NPA solutions should be considered by utilities, and implemented where appropriate.

Traditional Utility Projects Non-Pipeline Alternatives to Consider

• Gas supply procurement, such as capacity 
contracts;

• New gas system infrastructure, such as  
installing new pipeline or system expansions;

• Upgrading existing system infrastructure, such 
as increasing existing pipe pressure to transport 
more gas; or

• Replacing leak-prone pipe segments.

Demand-Side

• Demand response programs
• Energy-efficiency – for residential, 

commercial, and industrial customers
• Thermal energy networks
• Residential/commercial building 

electrification
• Industrial electrification, where 

feasible

Supply-Side

• Compressed natural gas
• Liquefied natural gas
• Climate-beneficial biomethane  

(for hard-to-electrify end users)
• Climate-beneficial hydrogen  

(for hard-to-electrify end users)
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Regulators and gas utilities should implement NPA procedures that:
1. Identify demand needs as early as possible and quantify with specificity the  

demand that needs to be met. 

2. Consider NPAs, including solicitation for third-party proposals, for all supply, 
capacity, and capital projects. 

• Projects ranging from short duration demands to extensive facility replacements 
can all benefit from NPAs. 

• Regulators and utilities should not establish cost or time thresholds that limit 
when NPAs are considered. 

3. Seek all possible solutions to meet demand or address infrastructure needs, via an 
open and transparent RFP process.

4. Evaluate costs and benefits of bids, including the climate and health benefits of 
avoiding a traditional gas infrastructure project. 

5. Keep a robust record of the basis for the utility’s decision about the chosen solution. 

6. Ensure an open, equitable process, with information about the demand, options 
considered, and basis for the chosen solution made publicly available; consider 
impacts to disadvantaged communities when considering projects; and allow for  
public participation during the NPA selection process if feasible.

7. Make cost recovery contingent on proper solicitation and evaluation of NPAs.  
If an NPA is ultimately not suitable to meet the identified need, then the utility may 
proceed with a traditional gas supply solution.

NPAs should always be considered when a utility is undertaking a facility expansion or 
replacement project, unless the project is of immediate need to respond to an emergency  
or urgent safety concern. The preliminary implementation of NPA frameworks by gas 
utilities in New York provide some key lessons learned.

First, regulators and utilities should not establish cost or time thresholds that 
limit when NPAs are considered. The threshold proposed by several NY utilities, that 
projects planned within 2 years should not be eligible for NPAs, will result in the 
inappropriate exclusion of various types of projects. Many system expansion projects could 
be relatively minor and quick to implement—like connecting new customers to the system. 
For such projects, a company could have a well-established NPA approach—like a referral 
program for electric service—that should be considered and made available. 

Second, broad exclusionary categories can result in unhelpfully narrow 
consideration of NPAs. One New York utility evaluated 183 capital projects for NPAs, 
deemed 174 capital projects ineligible for NPA consideration, and 84 of those ineligible 
projects were excluded on the basis of “reliability” limitations. Overly broad terms should 
not be a loophole to avoid NPA implementation. 

Clear and inclusive standards for consideration and implementation of NPAs can help  
to meet near-term energy needs while facilitating a managed energy transition. NPA 
implementation can also create alternative pathways for shareholder value outside of 
traditional natural gas investments. At a time of rapid change in energy markets and 
policies, regulators and utilities should use every opportunity available to manage costs  
for ratepayers, avoid inappropriate investments, and reduce greenhouse gas emissions.
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TRADITIONAL UTILITY APPROACHES  
TO MEET NATURAL GAS DEMAND
Gas utilities in many jurisdictions are required to ensure continued provision 
of safe and reliable service to customers, as part of the regulatory compact 
by which regulators permit utilities to operate.1 To ensure such service, 
utilities contract for gas capacity, gas supply, and undertake on-system 
capital projects that may address system integrity, reliability, continued 
supply, and system expansion. For example, a utility might enter a long-term 
agreement with an interstate gas transmission pipeline for capacity to 
ensure minimum gas deliveries, or a utility might replace an older pipeline 
segment on its system to lower the risk of an incident that would threaten 
public safety and disrupt service to customers. 

Utilities also regularly expand their distribution systems to reach new customers. 
Historically, such investments and projects have been considered prudent utility 
investments so long as they are necessary to provide continued service to existing and new 
customers. The traditional utility business model assumes continuous use of natural gas, 
and thus relies on continued investment in the existing system and possible expansion to 
generate a guaranteed rate of return for shareholders while ensuring reliable service for 
customers. Regulators often only conduct prudence reviews—to determine that a utility’s 
investment was a reasonable decision—after a project is underway or completed.2 

FIGURE 1 & 2 3 
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Regulators permit utilities to earn profits on infrastructure projects to maintain,  
update, and expand their gas distribution systems. This is intended to allow the utility an 
opportunity to earn a fair rate of return that will enable it to continue to access reasonably 
priced capital, and thus to maintain its system to continue to provide safe and reliable 
service. For investor-owned utilities, return on equity (“ROE”) is used to generate profits  
for shareholders—and ROE averages around 9% for U.S. gas utilities.4 Stakeholders have 
advanced concerns that by having a set rate of return, utilities are incentivized to make 
unnecessary investments to increase their rate base and associated profits.5 

To identify what additional projects and contracts are needed to ensure safe and reliable 
service, utilities develop estimates for future energy demand, and then correspondingly 
plan to ensure adequate supply. Gas distribution systems generally have a wintertime 
demand peak—gas demand will be highest during the coldest parts of winter because many 
customers use gas for heating. While many states require electric utilities to engage in 
Integrated Resource Planning, regulators have not traditionally established comparable 
planning requirements for gas utilities.6 

FIGURE 3

Rochester Gas & Electric Utility, Gas Capital Expenditures Forecast ($ Thousands), 
Business-As-Usual Scenario 7 
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Typical utility investments include the following types of projects: 
• Expanding to new customers 

• Meeting increased demand from existing customers 

• Meeting increased demand during a projected winter peak

• Replacing aging infrastructure 

• Other infrastructure upgrades to ensure safety

• Accessing additional/alternative supply for reliability or economic reasons

Utilities generally do not earn profits on the commodity cost of gas, which is passed 
along directly to the consumer.8 Thus, ratepayers can be negatively impacted by increases  
in and volatility of the price of natural gas.9 Although state regulators do not allow utilities  
to profit from commodity costs, some investor-owned utilities have implemented business 
strategies to extract revenues from gas supply costs. Utilities with affiliate midstream 
companies (i.e., pipeline, storage, or gas gathering) that are investors in new projects  
have entered long-term precedent agreements for capacity on those projects. Where the 
midstream company is a pipeline, the affiliated pipeline can leverage the precedent 
agreement to help obtain federal approval to build the pipeline, since the Federal Energy 
Regulatory Commission considers precedent agreements to be a demonstration of market 
need indicating that a project will have economic benefits.10 

With this transactional structure, utility ratepayers are on the hook for helping to pay  
for the project through their rates once the pipeline is operational.11 Meanwhile, the 
midstream affiliate and its shareholders are guaranteed a rate of return. This business 
approach can support unjustified buildout of pipeline infrastructure, and demonstrates  
why utility agreements to increase or diversify supply merit careful scrutiny similar to that 
required for major utility infrastructure projects.12 
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NON-PIPELINE ALTERNATIVES: WHAT 
THEY ARE AND WHY THEY MATTER
The traditional approaches to gas supply and infrastructure investment 
outlined above are no longer adequate in the face of changing policies  
and customer desires. Public Utility Commissions around the country are 
instituting new long-term planning processes to align gas utility oversight 
with climate and consumer protection goals.13 But utilities are constantly 
making decisions to ensure they meet customer needs, and in addition  
to big-picture planning efforts, companies can incorporate alternative 
solutions into their evaluation of each supply and investment decision.  
NPAs are approaches to address energy demand that can reduce current 
and projected gas consumption; and reduce reliance on long-lived gas 
infrastructure to meet short duration gas demand. Achieving these 
objectives can help reduce the cost of investments in the gas system  
while minimizing greenhouse gas emissions and local air pollution.

A.  Types of Non-Pipeline Alternatives
In the face of projected increases in gas demand or specific gas system projects, NPAs can 
avoid the addition of pipeline capacity contracts or pipeline infrastructure development, 
especially those intended to meet peak day and/or peak hour demands.14 NPAs can address 
total customer demand, where geographically targeted to a specific neighborhood or area, 
to eliminate gas use entirely and facilitate targeted retirement of segments of the gas system. 
NPAs have also been described as “virtual pipelines,” particularly in the context of LNG 
transported by truck.15 

Successful NPA implementation requires a framework to transparently and regularly 
assess demand and supply. As utilities project future energy demand and develop plans to 
acquire adequate supply, they should consider non-pipeline solutions on an equal playing 
field to traditional solutions.
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The following types of gas utility projects should be compared against NPAs before 
regulators approve cost recovery:
Traditional Utility Projects Non-Pipeline Alternatives to Consider

• Gas supply procurement,  
such as capacity contracts;

• New gas system infrastructure, 
such as installing new pipeline 
or system expansions;

• Upgrading existing system 
infrastructure, such as 
increasing existing pipe 
pressure to transport more 
gas; or

• Replacing leak-prone pipe 
segments.

Demand-Side

• Demand response programs
• Energy-efficiency – for residential, commercial, 

and industrial customers
• Thermal energy networks
• Residential/commercial building electrification
• Industrial electrification, where feasible

Supply-Side

• Compressed natural gas
• Liquefied natural gas
• Climate-beneficial biomethane  

(for hard-to-electrify end users)
• Climate-beneficial hydrogen  

(for hard-to-electrify end users)

Demand Response. Demand response programs target gas consumption during peak load 
to avoid acute shortages, by incentivizing customers to reduce usage during a specific time 
period. There are several types of programs, including messaging customers in real time to 
decrease gas usage during peak hours or during extreme weather events – relying on 
customer willingness to change behavior to achieve community benefit;16 modifying rates 
in real time to incentivize reduced consumption during peak hours – paying customers to 
alter their behavior;17 and a year-round combination of both of those strategies to change 
gas customer behavior during peak months.18

Energy Efficiency. These programs aim to reduce overall energy waste, lower customer bills 
in residential and commercial buildings year-round, and increase occupant comfort by 
eliminating leaks and ensuring that heating equipment is properly sized. Measures include 
weatherization, such as air sealing, window and door upgrades, ventilation improvements, 
and attic insulation; incentives to purchase efficient appliances; and home energy audits.19 

Building and Industrial Electrification. In most climates, electric appliances can replace gas 
appliances used in residential and commercial buildings for space and water heating and 
cooking.20 Air source heat pumps, ground source heat pumps, electric hot water heaters, 
and electric or induction stoves are widely commercially available. Similarly, some 
industrial processes can shift from gas combustion to using electric heat, although 
electricity is not able to meet all industrial process needs currently met by natural gas 
consumption. 

Thermal Energy Networks. These networks forgo the need for gas delivery to homes and 
businesses by connecting multiple buildings in close proximity via a system of 
underground, water-filled pipes that share thermal energy. The thermal loop connects to 
ground-source heat pumps at each building for heating and cooling.21 This technology has 
been in use for years on college campuses and housing developments.22 

Climate-Beneficial Biomethane & Hydrogen. Alternative fuels have been identified as 
solutions for hard-to-electrify sectors that rely on combustion of gaseous fuels, such as steel, 
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glass, and cement production. Deployment of biomethane and hydrogen should focus on 
these high-value applications. For biomethane to provide genuine climate benefit, its 
production, transportation, and use must result in a net reduction in methane emissions. 
This is only achievable by capturing existing sources of waste methane, and thus supply is 
limited.23 Hydrogen production is energy extensive, and mixing hydrogen into natural gas 
pipeline systems must be approached with caution to ensure safety and protect air quality. 
Both hydrogen and biomethane deployment pose significant leakage concerns, 
contributing to near-term climate warming.24 

Compressed and Liquid Natural Gas (CNG, LNG). Strategic deployment of satellite CNG 
and LNG facilities can satisfy shorter duration gas demand, such as peak hours and days 
during the winter season, and help to obviate the need for larger investments in more  
long-term gas infrastructure like transmission pipelines. 

B The Value of Non-Pipe Alternatives for Utilities, Regulators,  
and Customers

NPAs can lower costs, prevent overinvestment in natural gas infrastructure, and reduce 
greenhouse gas emissions.25 With rising gas prices, investor interest in sustainability, and 
ambitious state and federal climate goals, the prudence of investments in the gas 
distribution system and the useful life of such infrastructure may not be as assured as they 
were in the past. NPAs can help to facilitate a responsible energy transition by mitigating 
customers’ financial exposure to possible natural gas price spikes, reducing the risk of 
stranded assets, and increasing the variety of investments in disadvantaged communities. 

1. Managing Costs 
The cost of gas pipeline investments continues to rise. In Maryland, the state’s three 

biggest gas utilities are projected to spend a combined $6.3 billion on natural gas 
infrastructure development and replacement projects by 2043 as part of the Strategic 
Infrastructure Development and Enhancement program (“STRIDE”), which allows 
accelerated utility cost recovery.26 For all capital projects, including non-STRIDE capital 
projects, Maryland’s utilities are projected to spend $34.5 billion by 2100.27 Massachusetts 
ratepayers also face a large expense for the state’s Gas System Enhancement Program 
(“GSEP”), a leak-prone pipe replacement program that allows accelerated cost-recovery  
for pipe replacement work. GSEP costs over $500 million a year, and models indicate that 
the program could incur costs between $13.5 and $20 billion by 2050.28 

In most jurisdictions, the cost of connecting new customers to the gas system is typically 
shared across all customers through their rates. Baltimore Gas & Electric, Maryland’s largest 
gas utility, spent $78 million in 2022 alone to connect new customers and expand its 
distribution system.29 Between 2017-2021, gas line extension subsidies cost New York 
ratepayers an additional $1 billion.30 

Major investments that are passed on to customers also pose an energy justice issue. 
Low- and moderate-income ratepayers face higher energy burdens than the general 
population, and households facing energy insecurity generally pay more each month in 
energy bills.31 
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FIGURE 5.

Example Comparison of Load Relief Options33 

Facilities’ 
Annual Fixed 
Costs

Annual O&M 
/Commodity 
Costs

Peak Hour 
Demand  
(Dth/Hr)

Annual 
Incremental 
Demand Met

All-in Cost  
($/Dth)

Ex. 1 NPA Scenario $5,000,000 $1,800,000 1,000 150,000 $45.33

Ex. 2 Pipeline Buildout $15,768,000 $420,000 1,000 150,000 $107.92

Ex. 1 Assumptions: Annual cost of CNG Facility is $5 MM; CNG $/Dth $12;
Ex. 2 Assumptions: Annual cost of new build pipeline capacity at $1.80/Dthd; $/Dth $2.80;
Common Assumptions: 1,000 Dth/Hr (24,000 Dthd); and 150 Hours/Yr Equivalent Full use.

FIGURE 4.32 

As expansion and maintenance of gas pipeline infrastructure requires significant 
investments that are costly for ratepayers, NPAs can help facilitate more targeted solutions 
to meet energy demand. For example, if a utility identifies a need to meet upcoming 
demand during the winter peak, a capacity contract for year-round supply may not be the 
most cost-effective option. The utility could instead explore a solution that has a lower cost 
per dekatherm of load relief and is tailored to the size and duration of the actual need. 
Traditional pipeline buildout to meet changes in short duration demand could oversub-
scribe the utility’s distribution system and require more revenue to cover its all-in costs, 
which are the fixed annual costs combined with the commodity/maintenance costs. That 
total is then expressed as a cost per unit of demand met by the project. Below is a table that 
illustrates these scenarios.

Consideration and implementation of NPA solutions can help manage costs in several 
important ways. First, NPA projects can be less expensive than gas infrastructure buildout. 
Alternatives to large-scale infrastructure projects require less capital up front and are 
tailored to a specific load relief need, avoiding overinvestment. Supply-side NPAs such as 
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CNG and LNG can also reduce the risk of demand forecast errors—if demand is lower  
than projected, these solutions can be adjusted accordingly and at a much lower cost than 
traditional solutions.34 Second, solicitation of NPAs through an open RFP process can 
facilitate competition and innovation among local partners and drive faster technological 
advances at more competitive prices. Rather than a utility predetermining how to meet 
demand and soliciting bids only for natural gas pipeline capacity, an RFP can invite 
proposals to meet energy need through a variety of pathways like energy efficiency or 
electrification. More transparent competition to meet energy demand can drive cost-
effective solutions that benefit ratepayers.

2. Mitigating Stranded Asset Risk
In the context of the gas system, “stranded asset” refers to natural gas infrastructure that 

no longer serves a useful purpose but is still within the lifespan originally projected by the 
utility and approved by the regulator. Thus, the utility is still recovering the cost of the asset 
through depreciation and recovering a return on the original cost of the asset—generating 
profit—through customer rates.35 Traditionally, when a utility invests in pipeline 
infrastructure, it is making that investment on behalf of the ratepayers using standard 
assumptions about how long the asset will be useful to those customers. The utility then 
incorporates both the recovery of the cost and the return from that investment into monthly 
customer bills, typically over several decades, until the infrastructure fully depreciates. For 
example, if a utility starts incorporating a new asset into ratepayer bills in 2020 assuming a 
typical 2.5% depreciation rate, ratepayers will be paying off that investment—both paying 
the cost and providing the utility profit—until 2060.36 

The traditional approach to pipeline asset depreciation relies on the assumption that  
the gas system will operate and be expanded or replaced in perpetuity, and that costs can  
be distributed over a large customer base over that time. But there is an urgent need to 
reduce greenhouse gas emissions by reducing reliance on natural gas, which is increasingly 
reflected in government climate policies and utility sustainability goals. This shift is 
expected to result in declining natural gas throughput and end use consumption, 
shortening the useful life of pipeline assets. As states and cities pursue building 
electrification to meet climate goals, increasing numbers of customers can be expected  
to leave the gas system.37 

For example, analysis for the New York State Climate Action Council found that at  
least a 90% reduction in natural gas pipeline throughput by 2050 is required to achieve  
the greenhouse gas emission limits established by the New York Climate Leadership and 
Community Protection Act.38 This analysis demonstrates the importance of seeking  
non-pipeline pathways to meet energy demand. In North Carolina, the Department of 
Environmental Quality’s Clean Energy Plan identified the need to critically investigate the 
lifetime costs of new pipeline infrastructure.39 

FIGURE 6. 

Change in New York Natural Gas Pipeline Throughput by 2050, Scenarios that Meet  
NY State GHG Emissions Limit

Scenario Gas Throughput Change

Strategic Use of Low-Carbon Fuels – 90%

Accelerated Transition Away from Combustion – 94%

Beyond 85% Reductions – 94%

Source: NY Scoping Plan Integration Analysis, Appx G, Annex 2 40 
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The question of how the costs of facilitating a responsible energy transition should be 
distributed—whether it be carried by gas or electric (or both) ratepayers, utilities, or a 
different funding mechanism—lies outside the scope of this paper. Instead, this analysis 
aims to identify near-term steps that can be taken within the existing gas utility framework. 
NPAs will not eliminate the stranded asset risk that already accompanies existing 
undepreciated natural gas infrastructure. But by starting to implement NPAs now, utilities 
can avoid creating additional risk.

FIGURE 7.

Con Edison NY - Deep Electrification Pathway Gas System and Fuel Supply Costs and 
Sales Volumes Compared to the Reference Pathway 41

Gas utilities will face a shrinking customer and revenue base, burdening the remaining 
ratepayers with costs for assets that are no longer yielding them any benefit. This tension 
between system costs and fewer customers to share those costs is demonstrated in the Con 
Edison analysis below. Regulators, utilities, and society will need to address the question of 
who should pay for stranded assets on the fossil fuel energy system. 
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3. Reducing Greenhouse Gas Emissions and Local Air Pollution
Natural gas is primarily composed of methane, and the extraction, transportation,  

and combustion of natural gas emits greenhouse gases that contribute to climate change.42 
Natural gas combustion also releases nitrous oxides (NOx), carbon monoxide (CO), and 
particulate matter (PM2.5), pollutants that endanger public health and welfare, including  
by contributing to ozone formation.43 Reducing reliance on natural gas combustion in 
homes and buildings is necessary to achieve economywide climate targets and reduce  
local air pollution. 

The United States has adopted a target to reduce net economywide GHG emissions 
50-52% by 2030 below 2005 levels, and has identified actions to achieve this target that 
include reducing fossil fuel combustion in buildings via “ongoing government support for 
energy efficiency and efficient electric heating and cooking in buildings via funding for 
retrofit programs, wider use of heat pumps and induction stoves.”44 In addition to federal 
commitments, state and local governments across the country are adopting ambitious 
climate goals to reduce overall GHG emissions. Over thirty states have released climate 
action plans or announced the development of such initiatives,45 and over five hundred  
U.S. cities have committed to reducing emissions in alignment with U.S. international 
agreements.46 

Achieving these objectives will require a significant departure from business-as-usual 
approaches to state energy systems, including dramatic reductions in natural gas reliance. 
The New Jersey Energy Master Plan concludes that under scenarios achieving state climate 
goals, demand for pipeline gas will significantly decrease “as 90% of buildings are 
transitioned from gas appliances to electric,” and overall gas demand will decrease 75% by 
2050.47 The New York State Climate Action Council Scoping Plan finds that “achievement of 
the emission limits will entail a substantial reduction of fossil natural gas use and strategic 
downsizing and decarbonization of the gas system.”48 The Plan states a need for “New York’s 
economy [to become] more efficient and electrified,” with significant reductions in end-use 
gas “ranging from 84-94% by 2050.”49 Other states have also identified the need to elevate 
electrification and reduce natural gas expansion in the buildings sector in order to meet 
climate goals—including Montana,50 Michigan,51 and California.52 

C. Demonstrated Success in Electric Markets: Non-Wires Alternatives
Non-wires alternatives (“NWAs”) are creative solutions to meet electric grid demands that 
avoid building out traditional infrastructure. Traditional methods of meeting increased 
demand on the electric grid include commencing multi-mile construction buildouts, 
installing more diesel-powered generators, building new substations, and adding supply 
redundancies to the grid to account for peak demand times. NWAs are alternative solutions 
that mitigate the need for traditional projects. NWAs include microgrids, distributed energy 
resources (“DERs”), energy efficiency programs, and increased energy storage capacity.53 
Because NWAs have been used by utilities for decades,54 it is helpful to consider what has 
worked well for the electric system that could also be beneficial for the gas system.55 

NWAs have a proven track record for reducing costs and increasing grid reliability.56 For 
example, a 2014 project in New York known as the Brooklyn-Queens Demand Management 
(BQDM) Program met revised demand and obviated the need for a $1.2 billion facility 
upgrade to meet load growth.57 Electric utility Consolidated Edison Company of New York 
invested $200 million in NWAs—a combination of energy efficiency, DERs, and demand 
response programs. The program was a success. The resulting microgrid meets local 

Natural Gas  
is ~95% 
Methane

Natural Gas 
Combustion 
Releases CO2
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demand, generates about $1 million in annual revenue by selling power to the grid during 
peak periods, and the system generates localized hourly data, which can improve forecasts 
and inform future projects.58 

Successful NWA implementations like the BQDM project offer powerful examples of  
the efficacy that alternative methods of meeting energy demand can lend to markets  
and communities. 

While regulators and utilities in New York and California have become leaders in the 
development of NWA implementation, other states are coming on board. The Connecticut 
Public Utilities Regulatory Authority has initiated a proceeding to adopt an NWA evaluation 
process for its electric utilities, recognizing that competitive NWA “processes can reduce 
distribution system costs and maximize the value provided to ratepayers.”60 Other states that 
require utilities to consider NWAs include Colorado,61 Delaware,62 Hawaii,63 and Maine.64 

D. Leading States and Utilities Are Implementing NPAs
Utilities and regulators around the country are implementing NPA processes that can be 
replicated in other jurisdictions. Recent action by the Colorado Public Utilities Commission 
(“Colorado PUC”) serves as an example for regulators looking to develop analytical NPA 
criteria. The Colorado PUC affirmed the important role NPAs can play in managing system 
cost and capacity. The regulator broadened the required analysis of alternatives by utilities 
to include demand response programs, and recognized that the “current framework of 
looking at only gas infrastructure investment only retrospectively does not enable the 
Commission to fully analyze projects before they are completed.”65 In December 2022, the 
Colorado PUC updated its requirements for new utilities’ capital project planning to reflect 
this emphasis on NPA consideration. For all “new business projects”66 and “capacity 
expansion projects,”67 the utility must consider NPAs and the “criteria used to rank or 
eliminate such alternatives.”68

FIGURE 8.59 

Load Relief Progress Achieved by the Con Edison BQDM Program
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NPA Example: Demand-Side Mitigation via Heat Pump Adoption
Achieving climate goals will require significant reductions in natural gas combustion in  
the buildings sector, such as by incentivizing adoption of heat pump technology. For 
 example, New York State’s Climate Scoping Plan calls for a significant increase in heat  
pump installation to achieve the 2050 greenhouse gas emissions limit. 

FIGURE 9.69

New Sales Share of Residential Space Heating Systems Under Business as Usual (Reference) and 
Decarbonization (Scenario 1) Scenarios, New York State

Utilities can facilitate heat pump adoption as an NPA program. Vermont Gas Systems 
(“VGS”) sells, leases, installs, and services heat pumps within its service territory.70 
Customers can choose to either lease or purchase the equipment and receive a rebate  
for the cost of the purchase. The framework of the program allows the utility to reach  
“both pipeline and non-pipeline” residences and businesses—growing its customer base 
without installing new pipeline infrastructure. This initiative sits within VGS’s portfolio of 
“Behind-the-Meter” services—a collection of efficient home appliance installation and 
maintenance programs that the company has described as “a profitable part of VGS’s  
overall business.”71 Responsibly managing gas demand through NPA implementation  
does not have to occur at the expense of shareholder value.

Reference Scenario 1
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The Colorado PUC mandates that for each NPA evaluation, utilities consider:
1. “one or more applicable clean heat resources consistent with the utility’s most recently 

approved clean heat plan, … demand side management plan, … or beneficial 
electrification plan”;

2. “a cost-benefit analysis including the costs of direct investment and the social costs of 
carbon and methane for emissions due to or avoided by” the NPA; and

3. an employment impact analysis, including “opportunities to transition any affected  
gas distribution jobs to the alternative.”72

The Colorado PUC also mandated that the utilities disclose the technologies evaluated 
and proposed during the NPA analysis, each of those approaches’ timelines and feasibility 
assessments, and the “utility’s strategy to implement the technologies or approach 
evaluated.”73  

The New York Public Service Commission (“NYPSC”) initiated a proceeding on gas 
planning procedures in March 2020, when it found that “conventional gas planning and 
operational practices adopted by natural gas utilities have not kept pace with recent 
developments and demands on energy systems,” and further found that “the public interest 
demands that gas utilities … promote effective planning and best consideration of 
alternatives, thus benefiting costs, emissions, and economic development.”74 In 2022, the 
NYPSC adopted long-term planning standards, stating that “the use of NPAs instead of 
building new infrastructure is preferable in light of CLCPA targets”; “[p]otential NPAs should 
recognize the specific and often unique problems those solutions are intended to address”; 
and utilities “will have to seek out NPAs with enough lead time to ensure meaningful market 
participation, and with enough detail in their requests for information or RFPs so that 
market participants clearly understand the needs of the customers.”75 Specifically, the 
Commission directed each utility to develop and file for approval a detailed set of NPA 
suitability and screening criteria, establishing the timeline and cost thresholds for when  
and how utilities will consider NPAs.76 The utilities have since filed their criteria and 
stakeholders have submitted comments.77 Commission action is pending. With statewide 
standards requiring consideration of NPAs and incorporation of NPAs into utility long-term 
planning, New York State represents a strong example of expanding the solution set to 
satisfy energy demand. However, adoption of clear NPA criteria and thorough 
implementation of these standards is also key, and the NYPSC must do this to ensure a 
successful NPA program, as discussed further, as discussed further below. 

The California Public Utilities Commission (“CPUC”) recently took action to require NPA 
evaluation and implementation. In December 2022, the CPUC adopted robust reporting 
requirements for natural gas utilities in their long-term planning proceedings. For all capital 
projects that are projected to exceed $50 million in the next ten years, the utilities must 
report a “detailed description of the project, projected capital expenditures, cost drivers, 
and environmental implications.”78 The utilities also must consider NPAs for projects 
expected to start within five years and exceed $50 million in cost in the next ten years,79 and 
“address at a high level”80 questions regarding the 1) cost constraints of the customer base, 
2) environmental and emissions impact, and 3) health impact.81 The CPUC states that this 
information “will help avoid unnecessary costs to ratepayers and will assist [the CPUC] in 
evaluating and addressing potential environmental harms to local communities 
surrounding proposed infrastructure.”82

In a 2022 order, the New Jersey Board of Public Utilities (“NJ BPU”) directed gas utilities 
in the state to consider NPAs “as part of their ongoing efforts to ensure sufficient gas 
capacity,” and stated that such “consideration shall include evaluating NPAs, both currently 

In California, utilities 
must consider NPAs  
and address: 

1. cost 
constraints of 
the customer 
base,

2. environmental 
and emissions 
impact, and 

3. health impact
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and as technology develops, to determine if the NPAs are cost effective and appropriate  
for their respective distribution systems.”83 While the NJ BPU has not established 
comprehensive standards for NPA implementation, the 2022 order and underlying analysis 
indicates a strong foundation for future policy development. In an analysis commissioned 
by the NJ BPU, London Economics International explained that “[n]on-pipeline solutions 
(or non-pipeline alternatives) are alternative means of reliably meeting natural gas demand 
that offset, defer, or avoid the need for investments in incremental pipeline capacity,” and 
stated that NPAs could be implemented to meet future firm supply shortfalls.84 The 
consultant presented a matrix of NPA options compared with NJ BPU objectives, and 
generally found demand-side NPAs to be more consistent with New Jersey policy objectives 
than supply-side NPAs.

FIGURE 10.85 

Non-Pipeline Alternatives Matrix for New Jersey BPU, by London Economics 
International

In the absence of statewide programs, utilities can demonstrate leadership and 
innovation by instituting their own NPA programs to explore alternative pathways to meet 
demand. In 2017, New York gas and electric utility Consolidated Edison Company of New 
York (“Con Edison”) filed a petition with the NYPSC for approval of its Natural Gas Smart 
Solutions Program (“Smart Solutions”).86 The company proposed several initiatives as part 
of Smart Solutions, including 1) enhancing its existing energy efficiency programs, 2) a 
demand response program that aims to decrease customers’ gas consumption on peak 
heating days, 3) a gas innovation program to test new renewable technologies for their 
effectiveness and scalability, and 4) a diligent and thorough RFP process87—all with the 
intension of “build[ing] a portfolio of projects that will diversify project execution risks and 
maximize benefits to customers.”88 The NYPSC approved the Smart Solutions programs 
with some modifications, and the programs have since received the support of 
municipalities89 and environmental groups90 in Con Edison’s service territory.

* Electrification arguably decreases the resiliency of the electric and gas system as a whole, because it increases the proportion of heating needs in the state met by one energy 
source (i.e., electricity), reducing the diversity in supplies for heating needs. On the other hand, it frees up gas that would be used for space heating to be used in electricity 
generation, so it could be argued that it increases resilience.

** Voluntary DR and direct load control programs are scored as being “somewhat” consistent with state climate targets, because the outcome depends on the replacement fuel 
being used to meet heating needs. For instance, if customers turn down the thermostat on their gas furnaces, but then meet their heating needs through an oil-fired or wood-
burning furnace instead, this would not reduce carbon emissions and hence not be consistent with state climate goals.

Note: Overall scores are based on the number of criteria met with a “Yes” (1 point) or “Somewhat” (0.5 point), or “No” (0 points). Higher scores indicate a higher or better rank 
relative to other shortfall mitigation options.



NON-PIPELINE ALTERNATIVES 17

STRUCTURING NPA FRAMEWORKS 
An NPA program will be most effective when it is implemented as part of a 
comprehensive long-term planning process, ensuring transparency and 
accountability regarding demand projections and anticipated supply needs.91 
Utilities should identify potential demand/supply gaps as early as possible 
and normalize consideration of NPAs for meeting those needs--with a 
narrow, clearly defined exception for emergencies92 

A. Recommendations to Decisionmakers on Establishing  
NPA Procedures

Public Utility Commissions should adopt clear and consistent frameworks for NPA 
consideration that can facilitate successful implementation by utilities and accountability  
to the public. Evaluating NPAs against traditional solutions as a universal practice will 
normalize openness to alternative options and invite more responses from external 
technology and solutions providers. Regulators should set clear standards for utilities to 
solicit bids through an open RFP process tailored to the anticipated demand. Considering 
additional demand and/or supply options will ensure that the utility has the widest array of 
options from which to select the most cost-effective and beneficial solution. Utilities should 
be required to report regularly and transparently on selections.
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Public Utility Commissions should require gas utilities to implement 
NPA procedures that:
1. Identify demand needs as early as possible and quantify with specificity the demand 

that needs to be met. 

2. Consider NPAs, including solicitation for third-party proposals, for all supply, capacity, 
and capital projects. 

• Projects ranging from short duration demands to extensive facility replacements 
can all benefit from NPAs. 

• Regulators and utilities should not establish cost or time thresholds that limit 
when NPAs are considered. See case studies below for further discussion.

3. Seek all possible solutions to meet demand or address infrastructure needs, via an 
open and transparent RFP process.

• While utilities should be able to develop and implement NPA solutions on their 
own, the process of soliciting proposals from external providers should help 
utilities gain familiarity with the range of options available while ensuring that 
cost-effective solutions are selected to meet demand. 

4. Evaluate costs and benefits of bids, including the climate and health benefits of 
avoiding a traditional gas infrastructure project. 

5. Keep a robust record of the basis for the utility’s decision about the chosen solution. 

6. Ensure an open, equitable process, with information about the demand, options 
considered, and basis for the chosen solution made publicly available; consider 
impacts to disadvantaged communities when considering projects; and allow for public 
participation during the NPA selection process if feasible.

• See case studies below for specific reporting recommendations. 

7. Make cost recovery contingent on proper solicitation and evaluation of NPAs. If an 
NPA is ultimately not suitable to meet the identified need, then the utility may proceed 
with a traditional gas supply solution.

B. Issuing RFPs to Fulfill NPA Projects 
Building on some existing NPA approaches, utilities should seek to identify NPA solutions by 
issuing a Request for Proposals (“RFP”). RFPs seek a broad array of innovative solutions that 
could either provide natural gas supply or demand relief. The utilities should issue RFPs for 
demand relief projects in a public and transparent fashion, shared broadly to gain the widest 
participation. To optimize the competitive benefits of the RFP process, the RFP should be 
clear that potential bidders may propose alternative pathways to satisfy the energy need, 
including basic quantity, reliability, receipt, delivery, and pricing terms. The utilities should 
evaluate all of the bids based on the size of the demand relief, all cost metrics, greenhouse 
gas emissions, and impacts on communities and the environment. After awarding a contract 
for an NPA project, utilities should maintain detailed documentation, both to record the 
process and to inform and improve on NPA solicitations in the future. A detailed 
recommendation for an RFP process is provided in Appendix A. The RFP process can also 
help to protect against inappropriate self-dealing between affiliated entities, and the process 
attached includes safeguards to prevent preferential treatment for affiliates.
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MAXIMIZING NPA OPPORTUNITIES: 
NEW YORK CASE STUDIES
Initial implementation of NPA programs in New York State offers important 
insights, and some lessons learned, that regulators and utilities can 
consider in developing effective NPA procedures. 

In its long-term gas planning process, the NY Public Service Commission directed  
gas utilities to individually file proposals for NPA screening and suitability criteria. The  
NYPSC order prescribes a two-step process: 1) determine if a project is eligible for NPA 
consideration, and 2) if eligible, determine the feasibility of NPA implementation.93 The 
NYPSC defined NPA ineligibility as “projects that address immediate threats to public safety 
or system reliability,” or “where construction is expected to commence in less than 12 
months.”94 In their proposed criteria, New York utilities stated that projects focused on load 
growth would be eligible for NPA consideration, while projects associated with “immediate 
system needs related to safety, reliability, and service obligation” would be ineligible for 
NPA consideration.95 Most utilities also defined projects where construction would 
commence in less than 24 months as ineligible for NPA consideration.96 Public interest 
stakeholders have raised concerns with the narrow criteria proposed by the New York 
utilities, and recommended that the Commission require broader consideration of NPAs.97 

Although the NYPSC has not yet ruled on the utilities’ proposed criteria, two New York 
gas utilities—National Grid Downstate and National Fuel Gas Distribution—have shared 
relevant information and put the criteria into practice in limited circumstances. Analyses of 
these proceedings demonstrate the value of data transparency, NPA consideration for all 
pipeline capacity projects, and the need for a detailed record of utility decisions about NPAs. 

A.  Past Capital Projects Demonstrate the Need for Broad NPA 
Consideration

National Fuel Gas Distribution Corporation (“National Fuel” or “NFGD”), a gas-only utility 
serving northwestern New York, recently underwent the long-term planning process before 
the NYPSC. National Fuel—and most other NY utilities—has proposed that any project 
scheduled to commence within two years should be ineligible for NPA consideration.98  
But in 2022, National Fuel completed expansion-related capital projects in 88 days and 
non-expansion capital projects in 179 days, on average. Those time ranges encompass the 
date the project was identified to the date of completion. 
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FIGURE 12.

NYPSC and National Fuel Proposed Thresholds Would Exclude Recent National Fuel 
Capital Projects from Non-Pipe Alternative Eligibility

FIGURE 11. 

NFGD Capital Projects  Completed 2018–2022:
Average Duration Days for Expansion and Non-Expansion Projects

This analysis of historic capital project data demonstrates that the utility’s own proposed 
criteria is inappropriately narrow, and underscores the importance of broad consideration 
of NPAs for all capital projects. The analysis also shows that National Fuel typically 
completes expansion projects almost twice as quickly as non-expansion projects. National 
Fuel has historically identified and completed its gas system expansion projects rapidly—
well within two years, and usually in a matter of months.99 Under the company’s proposed 
criteria, virtually all expansion projects would not be considered for NPAs.100 

NY PSC Threshold

Not eligible 
for NPA

Not eligible 
for NPA

Eligible  
for NPA

Eligible  
for NPA

365 730
National Fuel Propsed Threshold
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Lessons Learned from National Fuel Capital Project History

Finding from 2018-2022 Project 
Completion Data

• National Fuel has historically identified  
and completed its gas system expansion 
projects rapidly. 

• National Fuel typically completes  
expansion projects almost twice as q 
uickly as non-expansion projects.

NYPSC NPA Policies 

• National Fuel proposes that projects 
scheduled to commence within two 
years would be ineligible for NPA 
consideration.

• The NYPSC ordered that projects 
scheduled to commence within one 
year would be ineligible for NPA 
consideration.

Conclusion 

• Exclusion of near-term capacity 
projects from NPA consideration, 
as National Fuel proposed, would 
exempt many gas expansion 
projects from NPA consideration.

• The timeline of projects should not 
be a basis for exemption from NPA 
consideration.

National Fuel reported 4,818 distinct “Projects” as capital projects identified and/or 
commenced as early as 2016 and completed during 2018-2022. Analysis for EDF grouped 
together what appeared to be subcomponents of large projects, around 2,700 distinct capital 
projects were identified and considered.101

NPAs should always be considered when a utility is undertaking a facility expansion or 
replacement project, unless the project is of immediate need in the event of an emergency 
or urgent safety concern. National Fuel’s capital project records demonstrate why narrow 
time windows for NPA consideration will inappropriately push utilities to turn to traditional 
infrastructure solutions rather than exploring alternatives. Many of National Fuel’s rapid 
capital projects could be relatively small in scale, like installing a new service line to connect 
a new customer to the system. That does not mean, however, that those projects should be 
excluded from NPA consideration. For example, National Grid Downstate NY conducts a 
referral program “to educate customers of their heat electrification options at the time a 
customer calls to request gas service,”102 whereby the company informs potential customers 
seeking gas service about electrification alternatives.

B. Transparency Improves Accountability and Outcomes
The analysis above was conducted using data on National Fuel Gas Distribution Company’s 
past capital projects—project type, cost, location, and timeline. This demonstrates the value 
of transparent long-term planning proceedings where the public and stakeholders are able 
to access demand and supply information and weigh into discussions about the future of 
the gas system.103 However, a comparable analysis of planned future capital projects could 
not be completed because the company was unable to provide detailed information about 
those projects. This information gap demonstrates another opportunity: utilities should 
strive to identify and keep a detailed record of infrastructure and supply needs as far as 
possible in advance, and quantify those needs in a clear manner (i.e., amount of existing 
peak hour or peak day demand as well as projected incremental demand identified) such 
that NPAs (or if needed, traditional solutions) can be identified. Regulators should require 
utilities to report the following data when creating NPA procedures:104 
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1. Capital Projects Undertaken in the 
Previous 5 Years:

2. Planned Capital Projects for the Next 
5 Years:

List of projects and type—expansion of the gas 
system, maintenance of existing infrastructure, 
leak-prone pipe replacement, other and 
specified

List of projects and type—expansion of the gas 
system, maintenance of existing infrastructure, 
leak-prone pipe replacement, other and 
specified

Cost of each project, including the following 
cost categories: cost of total pipe and cost 
per foot of pipe, labor hours and aggregate 
labor cost, supervisory and engineering costs, 
permitting, training, other and specified

Estimated cost of each project

Time frame of project—dates of identification 
of project need, commencement of project, 
completion of project

Estimated time frame of project—date of 
identification of project need, estimated 
commencement month, estimated completion 
month

Geographic project location Geographic project location

Geographic scale of project impact Geographic scale of project impact

Utilities can improve their granularity of planning and increase public trust by tracking this 
information and sharing it through planning processes, including by providing clear 
parameters of need in RFPs. 

C. States Should Avoid Evaluation Procedures that Exclude Projects 
from NPA Eligibility

As a general rule, utilities should evaluate any proposed gas capacity projects in comparison 
to NPAs, and regulators should be skeptical of utility proposals for cost recovery that do not 
include thorough considerations of alternatives. If, however, a regulator or utility elects to 
establish an NPA program whereby the range of needs addressed above is not in scope; and 
only certain types of projects and needs are evaluated against NPAs, stakeholders should 
exercise vigilance in ensuring that NPAs not be limited to exceedingly narrow circumstances 
without justification. 

In an April 2023 application to increase its rate and charges, National Grid Downstate  
NY filed an evaluation of NPA eligibility for each of its proposed capital projects,105  
pursuant to a 2021 settlement agreement.106 National Grid evaluated 183 capital projects  
to determine whether they might be eligible for a non-pipeline alternative, deemed nine  
to be eligible for NPAs, and ultimately proposed five supply-side NPAs—four biomethane 
injection sites and a hydrogen blending pilot project. The company did not propose any 
demand-side NPAs. 

With improved tracking, 
utilities can improve 
their granularity of 
planning and increase 
public trust
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FIGURE 14

Justifications for Excluding Projects from Non-Pipeline Alternative Pathways
National Grid Downstate NY 2023 Rate Case Filing

National Grid’s NPA evaluations demonstrate that the company’s criteria are 
inappropriately narrow and exclude many projects from NPA consideration on  
unchecked grounds. Of the 174 capital projects that National Grid deemed ineligible for 
NPA consideration, the explanations can be organized into four categories: 1) NPAs are  
not applicable to this project; 2) the project involves system reliability; 3) the project is 
mandated by regulation; and 4) the project is set to commence within two years. Some 
project evaluations listed multiple reasons to rationalize NPA ineligibility.

FIGURE 13107

National Grid Downstate 2023 Rate Case – NPA Consideration and Implementation

Number of Projects Percentage of Total Projects

Evaluated for NPA Eligibility 183 —

Deemed Ineligible for NPA Implementation 174 95%

Deemed Eligible for NPA Implementation 9 > 5%

Actual Non-Pipeline Alternatives 5 > 3%

The most common explanation for why a project was deemed ineligible for NPA 
consideration was “system reliability.”108 National Grid used this explanation 85 times to 
dismiss projects from NPA consideration. While an emergency situation may call for rapid 
implementation of a traditional supply option with evaluating alternatives, it is improbable 
that this many instances of “system reliability” are all so urgent. To prevent evasion of NPA 
consideration, vague terms such as “reliability” must be clearly and appropriately defined. 
Utilities should not use reliability as a loophole to circumvent NPA consideration or 
implementation.109 
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CONCLUSION 
Non-Pipeline Alternatives are a valuable tool to facilitating a responsible 
energy transition. At a time of rapid change in energy markets and policies, 
regulators and utilities should use every opportunity available to manage 
costs for ratepayers, avoid inappropriate investments, and reduce 
greenhouse gas emissions. Utilities can demonstrate leadership and 
innovation by adopting NPA processes that involve comprehensive and 
transparent reporting and a robust RFP process that fosters competition  
and innovation. Regulators can set utilities on the right path by establishing 
clear and durable frameworks for evaluation and implementation of NPAs.
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APPENDIX A:  
NPA SOLICITATION FRAMEWORK
EDF proposes110 an NPA solicitation framework with which a retail gas  
utility would issue a Request for Proposals (“RFP”), seeking a broad array  
of innovative solutions that could either provide natural gas supply or 
demand relief. This competitive-type process would incentivize Capacity 
Service Providers to develop solutions that are narrowly tailored (in terms  
of size and cost) to the ultimate need while minimizing costs, GHG 
emissions, and adverse impacts on communities and the environment. 

A Capacity Service Provider is an entity that provides, for a price, one or more Capacity 
Service(s). Capacity Service is defined as one or more asset(s), service(s), product(s) or any 
combination of same that enables the ultimate need (as defined below) to be met. Examples 
of Capacity Service Providers would include: (1) a pipeline that provides firm transportation 
service to the Retail Gas Utility or end market served by the Retail Gas Utility; (2) an entity 
that sells CNG, RNG and/or LNG delivered into the Retail Gas Utility and/or into a pipeline 
able to effectuate firm incremental delivery to the Retail Gas Utility or end market served by 
the Retail Gas Utility; (3) an entity that provides a firm, bundled capacity and commodity 
service to the Retail Gas Utility or end market served by the Retail Gas Utility; (4) demand 
response providers whose demand response reduces demand of specified end use 
customers during hours of peak demand – typically early morning and evening periods on 
peak demand days; and (5) Energy Efficiency providers whose energy efficiency measures 
reduce demand of specified end use customers during hours of peak demand – typically 
early morning and evening periods on peak demand days. 

1. [Retail Gas Utility] will use a competitive bidding process in which requests for 
proposals (RFPs) are submitted by [Retail Gas Utility] to Capacity Service Providers to 
provide either natural gas-supply or natural gas-demand relief. For any exceptions to 
the competitive bid and award process, [Retail Gas Utility] will have a documented 
process for the approval and award process, including (a) justification requirements, 
(b) authorization process, (c) contemporaneous documentation requirements (for 
internal Company information and external communications), and (d) effective 
monitoring and controls. [Retail Gas Utility] will maintain internal controls such that  
no information regarding the content or subject of communications by and between 
non-affiliate potential bidders and [Retail Gas Utility] personnel with access to such 
information shall be communicated or made accessible to personnel of [Retail Gas 
Utility] affiliate(s).

2. The RFP process shall be open to all Capacity Service Providers who wish to bid 
and shall be publicly posted on the [Retail Gas Utility’s] website and filed with the 
Commission. The intent is to gain the broadest practical participation by eligible 
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Capacity Service Providers in submitting competitive bids. Once such a process is 
reasonably developed, appropriately implemented and effectively monitored and 
controlled, the results of that process are intended to establish the most innovative 
solutions to provide natural gas-supply or natural gas-demand relief, considering the 
all-in cost metrics, GHG emissions, as well as impacts on communities and the 
environment. [Retail Gas Utility] shall require that proposals quantify the GHG 
emissions associated with their offer, using an agreed-upon methodology such as the 
Gas Company Climate Planning Tool presented in Part III of this comment. [Retail Gas 
Utility] shall provide the Commission with a report, including an explanation of any 
credit, performance or other criteria that [Retail Gas Utility] takes into consideration in 
developing the RFP. This report should include a comparison of all bids received based 
on the New York DEC Value of Carbon and Methane Guidance, as well as any BCA 
adopted by the Commission.

3. No affiliate of [Retail Gas Utility] shall be awarded a capacity service contract 
where such contract would result from an exception to the competitive bid and 
award process. In the event a capacity service contract is awarded to an affiliate of 
[Retail Gas Utility] as a result of the RFP or other competitive bidding process, the 
affiliate shall be held to the same performance requirements as non-affiliated Capacity 
Service Providers.

4. In the event a capacity service contract is awarded, [Retail Gas Utility] shall 
maintain the following contemporaneous documentation: (a) any diversity, credit, or 
reliability-related capacity limitations placed on the maximum capacity [Retail Gas 
Utility] will purchase from an individual Capacity Service Provider (if applicable);  
(b) an explanation of the diversity, credit and/or reliability-related reasons for imposing 
such limitations (if applicable); (c) a description of the process used to evaluate bids, 
and negotiate final prices and terms; (d) a complete summary of all bids received and 
all prices accepted, together with copies of all underlying documents, contracts and 
communications; (f) a summary and explanation of Capacity Service Providers 
disqualified for credit, performance or other criteria, and (g) a copy of the policy or 
procedure employed by [Retail Gas Utility] for awarding contracts in instances where  
an affiliate and an unaffiliated Capacity Service Provider have offered identical pricing 
terms. For phone calls or texts, [Retail Gas Utility] shall maintain contemporaneous logs 
documenting the discussions and decisions.

5. In the event a capacity service contract is awarded to an affiliate of [Retail Gas 
Utility], the [Retail Gas Utility] shall maintain contemporaneous documentation 
showing that the affiliate’s bid price was equal to or lower than the bids received from 
non-affiliates. 

6. In the event a capacity service contract is proposed to be awarded to an affiliate 
of [Retail Gas Utility] for a capacity path between a supply receipt area and a delivery 
area along or through which no other bids were received, [Retail Gas Utility] shall 
re-issue an RFP to the broadest practical set of eligible Capacity Service Providers in 
order to obtain competitive capacity service bids for the capacity service contract 
proposed to be awarded to an affiliate of [Retail Gas Utility].

7. In the event a capacity service contract is awarded to an affiliate of [Retail Gas 
Utility] for a capacity path between a supply receipt area and a delivery area along or 
through which [Retail Gas Utility] also received bids for and/or awarded capacity 
service contract(s) to non-affiliated Capacity Service Providers, the [Retail Gas Utility] 
shall maintain contemporaneous documentation showing that the price established 
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under the contract awarded the affiliate was within or lower than the range of prices 
established under contracts awarded to entities other than the affiliate.

8. If the affiliate’s bid price or contract price does not meet the criteria in 
paragraphs 5, 6 or 7, [Retail Gas Utility] may not award the capacity service 
contract to the affiliate, unless the [Retail Gas Utility] can demonstrate and 
contemporaneously document that a more favorable bid was rejected for legitimate 
reasons relating to the rejected bidder or bidders’ creditworthiness, performance 
history (or lack thereof), or other consideration bearing on the fitness and reliability of 
the bidder to provide the requested service.

9. In the interests of optimizing the competitive benefits of the RFP process, the RFP 
will explicitly inform potential bidders that [Retail Gas Utility] permits Capacity Service 
Providers to propose alternative ways of satisfying the ultimate need, including but not 
limited to basic quantity, reliability, receipt, delivery and pricing terms of the RFP in 
addition to those specifically contemplated by the RFP. The RFP may also utilize ranges 
for such quantity, reliability, receipt, delivery, pricing and/or other terms. 

As a result of this robust and competitive process, the retail gas utility would have several 
options to choose from and its selection process would be transparent and apparent to the 
Commission and interested stakeholders.
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