Prior to the deregulation of the 1980s, natural gas exploration and production companies would drill for natural gas and sell it from the wellhead to pipeline companies. Pipeline companies would sell the natural gas to local distribution companies (LDCs), which would distribute and sell gas to their customers. 

Since Act 636 was approved by FERC, the manner by which pipelines transact business has been transformed. Today, the midstream sector- those gathering, processing and intrastate transmission assets – earn money through a one or a combination of manners listed below depending on the needs and desires of the producer or commodity owner. The most traditional is a fee for service- a fee for a set amount of product from point A to point B. Another type of contract is a percentage of proceeds, which requires the pipeline operator to move and/or treat the material to remove impurities and other hydrocarbons in the gas stream before being transported further downstream. Through this type of arrangement, the producer and pipeline then divide the proceeds once the product is sold. The remaining manner by which a pipeline enters into a contract to transport product occurs when the operator purchases the product at the wellhead and then transports the material and ultimately markets the product in the marketplace. 

For the midstream industry, any rates or transactions are governed at the state level opposed to those of interstate pipelines, which are overseen by FERC. The 


Today, midstream natural gas and liquids assets (e.g., interstate and intrastate pipelines, storage, compression, etc.) are generally paid for by long-term take-or-pay contracts where shippers reserve capacity on the pipeline and pay demand charges independent of whether capacity is actually utilized. The transportation rate an interstate natural gas pipeline charges a customer can be one of the following: the maximum rate allowable by the Federal Energy Regulatory Commission (FERC), which is based on the pipeline’s average cost of providing service; a discounted rate from the maximum rate; a market-based rate, or a negotiated rate between the pipeline and the shipper.


Natural gas and liquid fuels transmission assets can be common carrier, utility or private entities. Common carrier and utility pipelines must provide services for any party seeking service providing that capacity is available and certain terms of service are met. are often entirely 
owned by non-utility entities. The rates charged by these midstream transmission companies do not require public regulatory commission approval. Rather, FERC mandates the use of an open season, where customers competitively bid for the rights to use pipeline capacity.

Midstream assets s, as defined by their tax-filing status, can be owned by a standard C-corporation, a limited liability company, (LLC), partnership, limited partnership or a master limited partnership (MLP). Currently, the dominant form of ownership is the MLP with nearly approximately $700445 billion dollars of market value in mid-20142013.

oo cospaies s ks o mura us et sl T
ol eiess T pipetine cnpantes. Ppetie coopntes ks
R e L) i o

e e 636 o sprove by 8, e maar by e poelivr
et ST et Ty e ik

St U0 By o s o o 5 cominoon o urrrs

600 For 3 SGL 3MURL OF product frcm pOINL A 10 polnt 8. Anather
Pt e o s s/ Sre s Siteish v reme

it S v yircarions 1 he g sieom bfers eirg
e e Ty s b o e,
ptigrytvg:
RS contract 10 ramport ot acers wen 1 aparator
pieabss n pradct o e Wrihen snd  rieperes e
A sy e e prict . S Spratpince

Peiines, i s ovaaten o TR To Arspareation rts 30
erstas ratwral a5 pInIine chagss 3 Crtoer ca o o oF
Reuiatory Chmissio (PG Sich 1 beic o he poclines

Natural s 300 14w fuls trnsaission assets can be comon
Errtee iy o rseae enisies. Comn covicr s ity
e e s ooy ey kg i

Mosresn st con e cd b 3 stadars Ccsrporstion, +
aices Tsiity comony, (L0, parnertiy, et
Py o 3 st ntted rremranp Go). Corarty, the
it oo St s b e sy 500 S




