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The Gap between Potential Supply and Contracted for 
Capacity

3

0

5

10

15

20

25

30

35

40

45

50

FERC Jurisictional Facilities 2016 LNG Exports 2017 LNG Exports Subscribed U.S. Exports

B
cf

/D

U.S. Supply Capacity versus U.S. LNG Sold

Existing Construction Approved Pending Pre-Filing 2016 Exports 2017 Exports Est. Subscribed PartialOrric
k



Orric
k



  

 

 

 

 

                             

  

 

 

 

 

 

 

 

 

  

 

 

 

 
 

364  

U.S. Companies 
Benefitted from 
USTDA Support 

 

307 
Projects 

 

75 
Countries  

Training Grants: 

USTDA provided training to Sonelgaz, Algeria’s national 
electricity and gas company, to support efforts to install six 

new combined-cycle power plants. The project led to 
General Electric supplying services that will provide 

electricity for 8 million Algerian households.  

Feasibility Studies: 

USTDA supported the Turkish Hema Natural Energy 
Company to determine the viability of extracting Coal Bed 

Methane in Turkey. U.S.-based Advanced Resources 
International, Inc. and Covalent Energy are developing the 
project which is expected to reach financial close in 2017. 

Technical Assistance: 

In support of South Africa’s plans to install more than 3 GW 
of gas-fired power, USTDA is supporting the government’s 

IPP Office through advisory services that will increase 
participation of U.S. companies in gas-to-power projects. 

 

Reverse Trade Missions: 

A USTDA RTM focused on “fast power” solutions brought 
delegates from Cameroon, Benin, and Mozambique to the 

U.S. to meet with American companies that offer fast-track 
and mobile electricity generation technologies.  

 

$5.8 billion 
Estimated U.S. exports generated 
as a result of USTDA activities in 

the gas sector 

The U.S. Trade and Development Agency 
links U.S. businesses to export opportunities 
by funding project preparation and 
partnership building activities that develop 
sustainable infrastructure and foster 
economic growth in partner countries.  
USTDA’s U.S. Gas Infrastructure Exports 
Initiative creates U.S. jobs by connecting 
American companies to export 
opportunities of U.S. goods, services, and 
technologies across the gas value chain in 
emerging economies.  
 

Recent and Upcoming  
Reverse Trade Missions 

Turkey Trading and Transit Hub RTM (October 2017):  
Houston, TX; Lafayette, LA; Erath, LA; Washington, DC 

 
Regional Sub-Saharan Africa Fast Power RTM (November 2017):  
Hartford, CT; Philadelphia, PA; Cincinnati, OH; Houston, TX 
 
China LNG and Gas Infrastructure RTM Series (January 2018, 
Summer 2018): 
Washington, DC and Houston, TX 

In September 2016, USTDA hosted a delegation 
of 16 high-level public officials and developers 
from South Africa’s gas sector in Houston, Texas. 

 

Project Preparation Tools 

Impact on the Gas Sector 
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Ghana Floating 
LNG FSRU RTM 

 

South African Energy  
& Power Opportunities  
Technical Symposium 

 

Lithuania LNG 
Import Terminal 

China Coal Mine Methane 
Power Generation 

 

Thailand LNG Terminal 
and Power Generation 

 

East Timor Petroleum 
Sector Assistance 

 Indonesia Unconventional  
Gas Development RTM 

 

India Essar  
Coalbed Methane 

Development 
 

Turkmenistan  
Gas-Fired Power RTM 

Colombia Coal Mine  
Methane Recovery 

Nigeria 
Sagamu 

(Flower Gate)  
Gas-Fired  

Power Plant 

Romania LNG 
Import Terminal 

Panama Canal  
LNG Terminal 

Brazil Unconventional Gas 
and Natural Gas 

Regulatory Policies RTM 
 

 
USTDA Assistance Throughout the Gas Lifecycle 

Featured USTDA Supported Gas Sector Activities 

For over 25 years, the U.S. Trade and Development Agency has been facilitating new business partnerships between U.S. companies and overseas 
gas project sponsors. These partnerships have made strides in upstream and midstream development, including the coal bed methane and coal mine 
methane sectors, ultimately helping emerging markets develop the infrastructure and capacity to generate gas-fired power. At the same time, 
USTDA’s programs are paving the way for U.S. private sector engagement in gas projects around the world. Because of USTDA’s work, U.S. 
companies are exporting cutting-edge technologies and services that support the gas lifecycle, from analyzing production techniques, to initiating 
transportation plans, to designing power plants. 

Contact Us:  703-875-4357 |1000 Wilson Boulevard, Suite 1600, Arlington, VA  22209 | gasinitiative@ustda.gov | www.ustda.gov  Orric
k
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Natural Gas & LNG in India
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Gas consumption in India has declined due to 
decreasing domestic gas production

7

 Historically in the past 5-6 years, overall gas consumption in India has decreased YOY or stagnated due to limited 
domestic production. 

 In spite of various efforts to revive the stranded gas based power plants, the power plants are still not functional.

 Only city gas distribution (CGD) sector consumption has increased mainly due to domestic gas allocation to the 
residential and Transport sector

 Fertilizers, refineries and  expansion of CGD accounted for almost 60% of the total consumption FY 2015-16
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Gas production has been declining over the past 5 years
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140

8584

Gas supplies increased with the KG basin production starting in FY10, but fell in FY12 and FY13 
due to the D6 field production falling below anticipated levelsOrric
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LNG imports have doubled in the past 6 years and 
helped in maintaining gas consumption levels

12/8/2017

Presentation Title 
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Medium/Short term & Spot imports are now 
50% of the total LNG imports

Domestic gas consumption has 
halved in the past 6 years

Primary energy consumption: 724 MTOE
Gas consumption: 45 MTOE

Share of gas in primary energy mix has 
dropped from 11% in 2010 to 6% in 2017Orric
k



Demand-side issues are hampering growth and 
development of the gas sector 
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Power

Affordability 
against coal

Lack of policy 
support to gas

Fertilizer

Cheaper urea 
imports

Lack of new 
urea capacities 

Delay in 
revival of old 

plants 

Gas 
Distribution

Slow 
development 
of networks

Regulatory 
uncertainties

Unviable 
bidding

Refinery

Inability to 
replace 
cheaper 

heating fuels  

Reluctance to 
use gas in 

comparison to 
internal fuelsOrric
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In spite of decreasing consumption and demand side 
issues, Government still trying to push gas in India
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 Demand

 First LNG bus drives in (Kochi)

 223 new GAs identified for future bidding

 First supply of PNG in Bhubaneswar starts - six months before the deadline

 Supply

 Round 1 of DSF - 30 contracts signed (15 new companies)

 NDR & OALP launched – EoI due on 15 Nov. 2.8 Million sqkm of area under HELP

 Infrastructure

 First VGF (Viability gas funding) funded pipeline – Urja Ganga pipeline (2539 km)

 Markets

 Gas hub to be created – announced by Hon’ble Minister

 Regulatory

 GAIL proposal for unified or pooled tariff for seven of its inter-connected pipelines (Rs

57/MMBtu)

 New bid evaluation parameters for CGD – committee report being evaluatedOrric
k



Gas consumption can significantly rise if due incentives 
are provided and demand is created
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Source: ICF India Gas market model

Gap 
for 
LNG
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Gas sector growth in India can increase through new 
markets in the Transportation sector
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Industrial Demand is for liquid fuel replacement of Furnace Oil, Bulk LPG, Naphtha, Light Diesel Oil, Low Sulphur Heavy Stock; 

Demand for LNG as fuel in transport is from conversion of diesel in HCV’s

Transportation
LNG as fuel in 

Vehicles

Bunker Fuel for 
Ships in coasts

Transport of 
LNG to 

Industries

LNG as Fuel in 
Railways

1 MTPA

20.77 
MTPA

5 MTPA

17.5 
MTPA

Large demand with 
high affordability 

for LNG

Industry units not 
connected with 

pipelines
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Domestic Gas supply is increasing, however demand might 
increase at a higher pace

14

Increase likely from:

 KG basin 

 Ratna fields 

 Daman

 Mumbai Offshore; and 

 CBM 

Domestic gas price till March 
2018: $2.89/MMBTU

ICF Analysis, Platts, MintOrric
k



India has 2 prices for domestic gas

Presentation Title 
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Gas Price is the Volume Weighted Average of:

1. Henry Hub 
• (Avg. daily prices at HH less transportation 

and treatment charges)
2. Alberta Hub 

• (Avg. monthly prices at Alberta Hub less 
transportation and treatment charges)

3. NBP 
• (Avg. daily prices at National Balancing 

Point less transportation and treatment 
charges)

4. Russia 
• (Avg. monthly prices at Russia less 

transportation &treatment charges)

Gas consumption taken for weighted average: 

1. Gas Consumption by USA and Mexico
2. Gas Consumption by Canada
3. Gas Consumption by EU and Former Soviet 

Union (FSU) countries, excluding Russia
4. Gas Consumption by Russia

• The new policy is applicable for all the 
discoveries in deep water/ultra-deep 
water/high temperature/ high pressure areas 
which are yet to commence commercial 
production as on 1.1.2016 and for all future 
discoveries in such areas, 

• The producers will be allowed marketing 
freedom including pricing freedom. 

• A ceiling price is calculated as, lowest of the 

1. Landed price of imported fuel oil

2. Weighted average import landed price of 
substitute fuels (namely coal, fuel oil and 
naphtha) 

• The weighted average import landed 
price of substitute fuels in (ii) above will 
be defined as:  0.3 x price of coal + 0.4 x 
price of fuel oil + 0.3 x price of naphtha.

3. Landed price of imported LNG. 

• The new policy is expected to result into 
monetization of the 28 discoveries

HPHT fields which haven’t commenced productionAll producing fields & Non HPHT fields

Orric
k



India’s will have to rely on LNG to cater the increasing demand

16

Terminals FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25
Firm capacities

Dahej 12 12 12 12 12 12 12 12 12 12

Hazira 5 5 5 5 5 5 5 5 5 5
Kochi 5 5 5 5 5 5 5 5 5 5

Dabhol 3 3 3 3 3 3 3 3 3 3
Sub-total (A) 25 25 25 25 25 25 25 25 25 25

Terminals under Construction
Dahej expansion 1.5 3 3 3 3 3 3 3

Mundra 2.5 5 5 5 5 5 5 5

Dabhol (breakwater) 1 2 2 2 2 2
Ennore 2.5 5 5 5 5 5 5

Sub-total (B) 4 10.5 14 15 15 15 15 15Orric
k



India’s long-term LNG contracts with Middle East, 
Australia, Russia and the US
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Buyer Seller
Quantity 

(MTPA)
Type

Start 

Date

End 

Date
Contract details (US$/MMBtu)

PLL Qatar 7.5 FOB 2006 2026 Contract Formula:  12.67% * Brent + 0.82, Linkage to Brent is a 3 

month rolling averagePLL Qatar 1 DES 2016 2036

PLL Australia 1.44 FOB 2016 2036

The contract is in renegotiation. New contract formula is expected to 

be: 13.9% * Brent (DES). PLL will additionally buy another 1 MTPA 

@12.5% * Brent (FOB) 

GAIL 
US – Sabine 

Pass
3.5 FOB 2018 2037 Contract Formula:  1.15% * HH + Liquefaction fee (3 $/MMBTU) + 

shipping charges. GAIL has already sold 0.5 MTPA LNG as part of 

swap arrangement from Sabine passGAIL
US - Cove 

Point
2.3 FOB 2018 2037

GAIL Gazprom 2.5 DES 2019 2039

Contract linked to crude oil price, However formula is unknown 

along with the end date. GAIL is trying to renegotiate a price for the 

contract

GSPC BG 1.25 DES 2017

Contract linked to crude oil price, However formula is unknown 

along with the end date. GSPC has an option to increase the import 

to 2.5 MTPA after 2017, However it is expected that the contract 

volume remain at 1.25 MTPA

IOC 
US -

Cameron
0.7 FOB 2018 2038

Contract Formula:  1.15% * HH + Liquefaction fee (3.5 $/MMBTU) + 

shipping charges.
Source: ICF Research, Bloomberg, Economic Times, PlattsOrric
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Changing Affordability of India market supports 
short/spot LNG deals

18
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9.0% - 13.5%

L
N

G
 s

lo
p

e
 t

o
 B

re
n

t 
in

 %
 (

D
E

S
)

17% – 18.5%

20% – 25%

12% – 14%

Unsubsidized 
LPG

Furnace Oil Naphtha Diesel
Subsidized 

LPGOrric
k



Opportunities and Risks for Sellers Entering the Indian 
Natural Gas Market
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Source: ICF Global LNG Model

• Prevalent Downstream issues in gas sector

• Market enabling related issues – power sector struggling to absorb gas while 

fertilizer sector receives subsidy

• Infrastructure constraints – pipeline and gas distribution is absent in various 

parts of the country

• Buyer credibility - Many small industrial buyers might not have the financial 

strength to honour contractual obligations

• Access to import infrastructure in southern and eastern region of the country

• Viewed as high-risk market by suppliers due to changing affordability of Indian 

demand for LNGOrric
k



ICF Expertise on Gas Markets in India

20

India gas market support

• Sector wise databases and 
models to assess gas 
demand and supply

• Price affordability 
assessment vs LNG prices

• Pipeline and  LNG terminal 
Infrastructure Database

Global LNG Advisory

• Global LNG demand supply 
forecast

• Liquefaction & 
Regasification terminal 
database

• Contracts database
• LNG price forecast

Small Scale LNG

Demand assessment of LNG  
• LNG in transportation 
• LNG by Road - industries
• Waterways & Coastal 
• Logistics optimization 

model for small scale LNG

CGD/Gas Pipelines

• CGD/Pipeline bidding  
• District wise demand 

assessment for CGD 
networks

• Industrial Primary survey 
for feasibility assessment 
of CGD/Pipelines

LNG procurement

• Assess procurement 
options for LNG import and 
developing strategy

• Preparing term sheet 
• Identification of suppliers, 

Traders, Aggregators

Risk management

• Preparing Financial & 
Business models 

• Setting up risk 
management function

• Risk management policies
• Hedging strategyOrric
k



Acronyms

21

CGD: City gas distribution

YOY: Year on Year

DSF: Discovered small fields 

NDR: National data repository of India

OALP: Open acreage licensing policy

HELP: Hydrocarbon exploration licensing policy

CBM: Coal bed methane

FO: Furnace oil

LPG: Liquefied petroleum gas

HSD: High speed diesel

R-LNG: Re-gasified LNG

Note: Demand in India is shown here in million cubic meters per day. 1 cubic meter of 
gas equals 35.1 cubic feet.Orric
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Thank you

For queries please contact

Harry.Vidas@icf.com

Gurpreet.Chugh@icf.com

Raghav.Mathur@icf.com
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Who, What, Where And How? 
Investing In Downstream 
Markets To Absorb 
New LNG Production
December 5, 2017

Peter Roberts
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• Ample supplies of LNG in the market today and the current trend of 

over-supply relative to demand looks set to continue

• Buyers do not need to sign long term contracts to guarantee 

immediate supplies

• Sellers could need to engage buyers where the gas is needed, and 

could even need to engineer demand - this could mean moving from 

export sales to investing overseas

Opening Observations

24Orrick | Orric
k



The First Question: 
What are We Selling, and Where are We Selling It?
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Production Liquefaction Regasification
Local 

Transportation
Processing/

Consumption

1

Shipping
2 3

4 5 6 7

1 Fractional ownership of gas in the ground and facilities with an LNG lifting right (buyer to transport)

2 LNG at the loading port (buyer to transport)

3 LNG at the inlet to regasification (buyer to regasify)

4 Regas at the outlet from regasification (buyer to transport) 

5 Regas at the inlet to the onshore grid (buyer to transport)

6 PNG at the outlet from the onshore grid

7 CNG in the downstream market/regas in the downstream market/electricity/LNG bunkers?

Orrick | Orric
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The Changing Market Perspective?
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Moving from selling LNG as LNG 
(DES or FOB) to a buyer which 

manages downstream risk

Moving to selling processed LNG to 
end users, or to an aggregator with 

indirect but real exposure to end users

Orrick | Orric
k



Emerging Downstream Markets To Consider
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IRELAND PAKISTAN

BANGLADESH

PHILIPPINES

KUWAIT

SOUTH AFRICAGHANA

BAHRAIN

URUGUAY

CUBA

Orrick | Orric
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The Apparent Downstream Project Structure Looks Like This

28

COMMODITY

LNG SELLER
RLNG/CNG 

AGGREGATOR

RLNG/CNG

END USERS

CASH

Orrick | Orric
k



OLD WORLD NEW WORLD

Price Cost plus (supply driven) Netback (demand driven)

Volume (demand) TOP, relatively rigid demand 
profiles, buyer takes market risk, 
long term contracts

Aggregated market demand and 
flexibility reflective, short term contracts 
– and with exposure to demand 
destruction from competing fuels and 
competing suppliers

Payment Measurable buyer payment risk 
and identifiable credit support 
options

Fragmented payment flows and cash 
collection, fragmented credit support 
through aggregation

Force majeure Physical on the delivery 
interface

Economic on the downstream (whether
agreed or not)

The Risks To The Seller

29Orrick | Orric
k



• No/limited gas infrastructure in place – needs investment

• No/limited gas regulatory framework in place – needs education

• No/limited established gas habit – needs incentive

• Linkage to downstream demand destruction, with low switching potential 

and preferences for competing fuels

• Expectations of “affordable” LNG can distort contracting expectations

• Exposure to domestic market price regulation, subsidy distortions, local 

taxation, expropriation risk, well-connected local partners (sic) and 

currency remittability issues

Issues In Emerging Markets

30Orrick | Orric
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The Real Downstream Project Structure Looks Like This?

31

COMMODITY

LNG SELLER

RLNG/CNG 

END USERS

CASH?

Orrick | Orric
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Notable Features(1): Becoming an Import 
Infrastructure Owner

32

Qatar Petroleum Joins a Leading Consortium to
Advance an LNG Import Project in Pakistan

08 February 2017

Qatar Petroleum (QP), Total, Mitsubishi, ExxonMobil, and Hoegh
announced their commitment to advance a liquefied natural gas (LNG)
import project in Pakistan in collaboration with Global Energy
Infrastructure Limited (GEIL). The Consortium will seek to develop a
project that includes a Floating Storage and Regasification Unit
(FSRU), a jetty and a pipeline to shore to provide a timely and reliable
natural gas supply to Pakistan

Trafigura investing in second Pakistani FSRU

13 September 2017

Trading house Trafigura has said it is investing in a second FSRU
just outside the Pakistani city of Karachi, Reuters reported on
Tuesday. “We plan to develop a second LNG import terminal project
in Pakistan, also at Port Qasim, with a jetty, berth and a second
FSRU,” Trafigura said in a statement

Orrick | Orric
k



• Issues associated with the capital and operating costs, and operational 

risks, of owning import infrastructure

• The need to understand the presumption towards third party access (TPA) 

rights, where access exemptions are also often heavily conditioned and 

are not absolutely reliable

• Investing locally could mean securing G to G support

Notable Features(1): Becoming an Import 
Infrastructure Owner(2)

33Orrick | Orric
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Observations:

• Henry Hub pricing is not undercutting oil indexed prices like it was 

supposed to, buyers are concerned with collapsing Henry Hub/domestic 

market spreads and Henry Hub-based cost plus pricing which favours 

sellers

• Pricing as a netback to end user prices is more market-responsive and is 

also risky

• Margin definition and price floors might help

Notable Feature(2): Evolution In LNG Pricing

34Orrick | Orric
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Notable Feature(2): Evolution In LNG Pricing(2)
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Price flow:

End Users Aggregator Seller

Basket Price
Basket Price

x 90%

Seller’s cost base:

Profit or loss:
Basket Price Aggregator Pays Seller Gets

$6.00/mmBtu $5.40/mmBtu $0.60/mmBtu

$5.00/mmBtu $4.50/mmBtu -$0.50/mmBtu

SELLER INCURS

Feedgas production and transportation $2.50 / mmBtu

Gas processing and liquefaction $1.00 / mmBtu

LNG shipping $0.50 / mmBtu

LNG regasification $0.50 / mmBtu

Downstream transportation $0.25 / mmBtu

Gas processing $0.25 / mmBtu

$5.00 / mmBtu

Orrick | Orric
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It could be better for the overall project, and easier to locally finance/locally 

dilute equity/sell down, if the overall project chain is structured in modules:

Notable Feature(3): Project Modularity

36

HOLDCO

Production 
Function

Marketing 
Function

Shipping 
Function

Regasification 
Function

Orrick | Orric
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• Commercialising new-to-market LNG volumes could lead to the need to 

secure downstream market penetration in certain emerging markets with 

real growth potential and the potential for competing fuel displacement

• Those markets could indicate significant price and volume risk and could 

require creative demand–side risk management techniques

• LNG sellers will be exposed to new risks and could need to think and 

contract differently

Conclusions?

37Orrick | Orric
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Downstream Market Generation 
Panel – Views from the Trenches

December 5, 2017

Shaun Davison (NextDecade), Lance Goodwin (Freeport LNG), Renato Pereira (Tellurian),   
and Oliver Tuckerman (Cheniere Energy)
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U.S. LNG Exports –
Regulatory Update 
Regulation under the Trump Administration

December 5, 2017

Erik J.A. Swenson and Lisa ToneryOrric
k



• Federal Energy Regulatory Commission (FERC) oversees

land-based and near shore LNG terminals and associated 

interstate natural gas pipeline facilities pursuant to the 

Natural Gas Act

• U.S. Maritime Administration/U.S. Coast Guard oversees 

off-shore LNG terminals pursuant to the Deepwater Port Act

• U.S. Department of Energy regulates the export of LNG 

and natural gas pursuant to the Natural Gas Act

Three Agencies Control U.S. LNG Exports

Orrick | 40Orric
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• Chaired by Norman Bay (2015-2017)

– Prosecutor by trade (even as Chairman)

• U.S. Attorney New Mexico 

• FERC Director of Enforcement

– Harvard’s Kennedy School of Government, 

Professor of Global Energy Policy, William Hogan 

said that under Bay, enforcement actions by 

FERC on alleged market manipulation were 

“alarming” and set a dangerous precedent

• Commissioner seats held by Republicans allowed to 

lapse and not replaced

• High rate of consensus rulings

• Applications rarely denied outright, but approvals of 

natural gas infrastructure not a priority

Pre-Trump FERC

41Orrick | Orric
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FERC Application Processing Times – LNG Projects 
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Average “Processing Time” about Two Years 
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• Headed by Captain Paul Jaenichen, USN, Ret.

– Last post - Deputy Chief of Legislative Affairs 

for the Department of the Navy

• Slow moving agency on the LNG front

– 2012 Deepwater Port Act amended to apply to 

off-shore LNG export terminals

– 2014 MARAD proposes to apply its existing 

regulations to jurisdictional LNG terminals

– 2015 MARAD adopts policy to apply existing 

regulations to jurisdictional LNG terminals

– 2015 Delphin applies for first deepwater LNG export facility

• Application process largely untested

– One application submitted – Delfin LNG (2015)

– No applications granted

Pre-Trump MARAD

43Orrick | Orric
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• Secretary Ernest Moniz

– Prior position - physics professor at the 

Mass. Institute of Technology

– Concerned with climate change and championed 

renewables and clean energy

– Put a temporary hold on about 20 pending LNG export 

applications after taking office in 2013, until he 

completed his own review

• Agency approved a substantial amount of exports, but 

slowed process over time

– Conducted multiple industry-wide impact studies, 

holding approval pending completion of each study

– Abandoned use of Conditional Orders, extending 

uncertainty during the application review process

– Dropped issuance of upbeat press releases

Pre-Trump DOE

Orrick | 44Orric
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• In one of President Trump’s first executive orders he wrote “it is the policy

of the executive branch to streamline and expedite, in a manner

consistent with law, environmental reviews and approvals for all

infrastructure projects…”

• Immediately, moved ahead with changes that should benefit LNG export

industry and upstream natural gas industry stakeholders, as well as U.S.’s

trading partners

• Re-organizing FERC resulted in one-step back

The New Administration Is Shifting Policies and Priorities 

45Orrick | Orric
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• During his first week in office, President Trump demotes 

Chairman Bay and Bay resigns, leaving FERC without a 

quorum for six months.

• Three new Commissioners sworn in so far – Neil 

Chatterjee (R) (8/8), Robert Powelson (R) (8/10) and 

Richard Glick (D)  (11/29), joining sitting Commissioner 

Cheryl LaFleur (D).

• The putative Chairman, Kevin McIntyre (R), was 

confirmed by the Senate on 11/2, but has yet to be 

sworn in, leaving a bit of a power vacuum.

• No LNG terminal approvals so far in 2017, but pipeline 

approvals have been issued and Commission 

composition seems pro LNG.

FERC 2017

Orrick | 46Orric
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• All the new Commissioners have an energy background

• One of the first priorities will be clearing the significant backlog of cases

• It is anticipated that under the new FERC Chairman, the Commission will

shift more resources to infrastructure review and approval consistent with

the current Administration’s stated goal

– There are some early indications that FERC is starting to move in that

direction

Looking Ahead at FERC

47Orrick | Orric
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FERC’s Case Volume
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Retiring FERC’s backlog
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• Headed by Rear Adm. Mark H. Buzby, USN, Ret. 

(Pres. Trump appointee)

– Admiral Buzby served as president of the 

National Defense Transportation Association 

(NDTA), a global association of transportation and 

logistics professionals.

• Has approved one Deepwater Port application for an 

LNG export terminal (1.8 Bcf/d, est. fully operational 

mid-2022) 

– First offshore U.S. LNG export project ever 

approved; demonstrates process is on a par with the 

FERC process

– Record of Decision issued, but formal license is still 

under preparation

• No other applications pending

MARAD 2017
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• Headed by Secretary Rick Perry (Pres. Trump appointee)

– On record as favoring LNG exports

• “At DOE and across the administration, we're ending the 

bureaucratic blockade that has hindered American energy 

creation. The [U.S.] has been a net energy … importer 

since 1953…. But …, we're on the brink of changing this…. 

American companies can and already have exported U.S. 

LNG to our international trading partners in Europe and Asia. 

Unleashing our full energy potential in this country will lead to 

robust job growth and expansion in every sector of our economy.”

• No hiatus in approvals due to change in Administration

• DOE/FE has approved four applications to export LNG to Non-FTA Countries

– Delfin LNG, LLC (1.8 Bcf/d) exports approved 80 days after its MARAD approval received (on par with best case 

under Pres. Obama)

– Golden Pass (2.21 Bcf/d) exports approved 54 days after Secretary Perry sworn in

– Lake Charles  (0.33 Bcf/d) exports (uprating to match FERC) approved in less than 11 months

– Eagle LNG (0.01 Bcf/d) exports approved in 92 days (about 50% faster than best under Pres. Obama)

DOE 2017
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• Previously DOE only fast-tracked applications to export LNG to countries with 

Free Trade Agreements requiring national treatment for trade in natural gas 

(FTA Countries)

• In September, DOE proposed to extend fast-track approach to “small-scale 

natural gas exports” to non-FTA countries 

– Criteria: (1) the application proposes exports up to and including 0.14 Bcf/d, 

and (2) approval of the application does not require an EIS or EA under NEPA

– Intended to expedite processing of applications for small-scale natural gas 

exports, thereby reducing administrative burdens for the small-scale market

– Qualifying applications would be (1) deemed consistent with the public 

interest, and (2) exempt from notice of application regulations and procedures 

conducted on applications

– Comment period closed in October with limited opposition

– DOE expected to adopt and implement the new policy soon 

DOE – New Policy Fast-tracking Select Exports
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• The Fixing America’s Surface Transportation Act (FAST Act) was 

enacted in December 2015

• Title 41 of the FAST Act (FAST-41) established new coordination and 

oversight procedures for infrastructure projects under review by federal 

agencies

– FAST-41 is intended to: 

• improve early consultation and coordination among government 

agencies

• increase transparency

• increase accountability

FAST Act

53Orrick | Orric
k



• To be eligible for FAST-41, a proposal must meet the definition of a 

“covered project” under the statute

• As relevant to FERC, a covered project is one that: 

– (1) involves the construction of a non-federal hydropower facility, 

interstate natural gas pipeline, or liquefied natural gas terminal that 

is subject to NEPA; and 

– (2) is likely to require a total investment of more than $200,000,000

FAST Act Covered Projects
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• Of the pending FERC projects on the FAST-41 dashboard, none appear to 

have seen any marked improvement in efficiency or speed of review, for 

example:

– PennEast Pipeline (pending over 2 years)

– Atlantic Coast Pipeline (pending over 2 years, however was amended)

– Mountain Valley and Equitrans Expansion Project (pending nearly 2 

years)

– Venture Global Calcasieu Pass Terminal and TransCameron Pipeline 

Project Pipeline (pending over 2 years, however was amended)

– Gulf LNG Liquefaction Project (pending over 2 years)

(Not so) FAST Act
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• Presidential Executive Order (EO) on Establishing Discipline and 

Accountability in the Environmental Review and Permitting Process 

for Infrastructure (Aug. 2017)

– Would prioritize/expedite review of FAST-41 Projects

– FERC is “studying” the applicability of EO 13807 to FERC as an 

independent regulatory agency

Executive Order 13807
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• Current Administration appears ready to expedite processing of 

infrastructure approvals

• Courts (and States) not giving current Administration or FERC a free pass 

• The new FERC Chairman and Commissioners will have to hit the “reset” 

button with the FERC staff in order to expedite the project review/approval 

process

Summary
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Appellate Update
December 5, 2017

Samuel Harbourt
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• D.C. Circuit challenges to scope of FERC/DOE review of greenhouse-gas 

impacts of LNG export terminals and pipeline projects/LNG exports

• Ongoing battle between the Millennium Pipeline project (approved by 

FERC) and the New York Department of Environmental Conservation

Two Hot Areas of LNG-Related Appellate Case Law
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“significantly affecting the 

quality of the human 

environment”

National Environmental Policy Act (NEPA): Quick Refresher 

“major Federal actions” 

Environmental Impact 

Statement (EIS)
42 U.S.C. § 4332(2)(C) 

• Must assess both direct and indirect 

reasonably foreseeable 

environmental effects

• Can be time-consuming: subject to 

public review and comment period
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• Trio of D.C. Circuit cases in June and 

July 2017

– FERC approvals of conversions / 

updates for export operations at 

Freeport terminal (Texas), Sabine 

Pass terminal (Louisiana), and Cove 

Point facility (Maryland)

– FERC prevails: No obligation to 

consider GHG impact of increased 

exports because Department of 

Energy, not FERC, approves exports

– An agency has no obligation to 

consider an effect when the “agency 

has no ability to prevent a certain 

effect due to that agency’s limited 

statutory authority over the action.”  

827 F.3d 36, 47.

LNG Export Terminal Cases
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• Freeport II, mid-August 2017

– Department of Energy’s export 

approval

• D.C. Circuit upholds NEPA 

analysis in its entirety

– No need to assess GHG 

emissions country by country  

 too unpredictable

LNG Export Terminal Cases, continued
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• Sabal Trail, late August 2017

– Sierra Club challenges FERC’s 

decision to approve pipeline project 

from Alabama to Florida power sector

– D.C. Circuit vacates FERC approval

• (1) Nothing in FERC’s statutory 

authority prevents it from taking 

GHG emissions associated with 

downstream gas use into 

consideration

• (2) Sometimes “educated” 

guesswork is required by NEPA. 

– FERC knows amount of gas and 

specific power-plant destinations

Natural Gas Pipelines: A Different Story?
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Terminal and Pipeline Decisions: In Conflict?

• Can’t read too much into the tension 
…yet

• Sabal Trail’s holding is narrow: 
“FERC must either quantify and 
consider the project's 
downstream carbon emissions or 
explain in more detail why it 
cannot do so.”  867 F.3d at 1375.

• Where from here? 
• November 1: DC Circuit 

summarily applies Freeport II 

• November 8: DC Circuit denies stay to 
Sierra Club in challenge based on Sabal 
Trail
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• Two remedy options: vacatur versus remand without vacatur

• Without any discussion of the question, Sabal Trail vacates FERC 

approval of pipeline—meaning, once judgment goes into effect, 

construction would have to cease

• FERC and pipeline owners move for reconsideration; court demands a 

response

– FERC and owners: Costly disruption that would be caused by vacatur

warrants remand to FERC for further analysis without vacating the rule

– Sierra Club: Whole point of NEPA is that agency takes environmental 

consequences into consideration.  Remand without vacatur

presupposes the agency won’t change its mind

• Court should rule any day

Sabal Trail Remedy Fight
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• 2015: Millennium seeks approval for      

7-mile pipeline in NY connecting 

existing pipeline to a new power-

generation unit in a nearby town

• FERC certificate of public convenience

• NY Department of Env. Conservation 

(DEC) Clean Water Act certificate

Millennium Pipeline Litigation
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• August 2017: NY DEC issues decision 

denying certification because it finds 

FERC’s NEPA analysis of the project flouts 

Sabal Trail

• September 2017: FERC issues declaratory 

ruling finding NY DEC’s denial is invalid 

because it came more than a year after 

Millennium’s application

• October 2017: FERC grants approval to 

begin construction

• November 2017: Second Circuit temporarily 

stays construction

• Today (December 5): Second Circuit 

hearing argument on whether to continue 

the stay while NY DEC appeals FERC’s 

declaratory ruling on waiver 

Millennium Pipeline – Agency Dispute Moves to the Courts
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LNG Exporting
International Trade and 
Compliance Issues
December 5, 2017

Harry L. Clark
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• Export authorization FTA exemption

• CFIUS scrutiny of non-U.S. investment for national security reasons

• International compliance challenges – FCPA and OFAC sanctions

Three Topics
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NGA EXPORT AUTHORIZATION FTA 

EXEMPTION 
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Natural Gas Act § 3

• “[N]o person shall export any natural gas from the United States to a 

foreign country . . . any natural gas . . . without first having secured an 

order of [DOE] authorizing it to do so.”

• DOE is to “issue such order upon application, unless . . . it finds that the 

proposed exportation . . . will not be consistent with the public interest.”

• “[T]he exportation of natural gas to a nation with which there is in effect a 

free trade agreement requiring national treatment for trade in natural gas, 

shall be deemed to be consistent with the public interest, and applications 

for such importation or exportation shall be granted without modification or 

delay.”

NGA Export Authorization Requirement
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FTA Exemption Countries
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• Free Trade Agreements (FTAs) signed by the President and approved by 

congressional legislation

• Better view is that the President is free unilaterally to withdraw the United 

States from an FTA

• Trump Administration is demanding changes to FTAs – especially the 

NAFTA (Canada/Mexico) and the KORUS (South Korea)

• President has announced willingness to withdraw from these FTAs if 

counterparties do not agree to changes that U.S. negotiators are 

demanding

Free Trade Agreements/Termination
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Would a DOE LNG export authorization to FTA country become invalid if 

underlying FTA is terminated?

• Much would likely depend on DOE’s position

• Provided DOE continues to treat authorizations as being valid, we would 

expect courts to sustain this position – but not certain

Implication of FTA Termination
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CFIUS TRANSACTION SCREENING
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• “Exon-Florio” law authorizes President to block non-U.S. investment in the 

United States for national security reasons

• President/CFIUS have authority to act against a transaction if it could 

result in non-U.S. person gaining control over U.S. business – “control” 

broadly defined

• Parties can notify transaction and submit to screening by Treasury 

Department-led “Committee on Foreign Investment in the United States” or 

“CFIUS”

• Never mandatory for parties to notify CFIUS of any transaction – but 

absence of screening and clearance leaves transaction exposed to 

adverse action, including mandatory rescission.

CFIUS Basics
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CFIUS Screening Process

Orrick | 77

Informal Communications 
with U.S. Officials

45-Day
“Investigation”

30-Day
“Review”

15-Day
Presidential Examination

Sometimes

Very 
RarelyOrric
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• Most transactions ultimately cleared – for sensitive transactions CFIUS 

often conditions clearance on modifications of the transaction, contractual 

commitments to the U.S. government or both

• Notification requires substantial disclosure of information about transaction 

and parties – but CFIUS treats information as confidential

• Sensitive cases can involve challenges beyond technical examinations by 

CFIUS

– Can be policy, political and media dimensions

– Can be important to work with many segments of U.S. government, 

including Congress

– U.S. commercial competitors sometimes leverage CFIUS screening as a 

means of seeking competitive advantage

CFIUS Screening Challenges
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• CFIUS would scrutinize significant foreign investment in LNG export facility

• CFIUS would be particularly sensitive to Chinese investment in LNG 

export facility

• CFIUS likely to consider that it has jurisdiction over Chinese investment 

accounting for 10% or more equity investment

CFIUS Sees National Security Sensitivity in LNG Export 
Facilities
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• Generally more restrictive CFIUS posture; higher rate of transactions not 

closing for CFIUS reasons

-- but CFIUS still prepared to clear vast majority of transactions

• Intensified concerns about China

-- today, CFIUS might not clear any Chinese acquisition of substantial 

U.S. energy company; investment in single facility would typically be 

cleared

• CFIUS screening slower; far more prone to delay

-- not unusual for process to take six months

• Congress expected to enact legislation to change CFIUS screening 

process

-- November 2017 bill would broaden CFIUS’s jurisdiction to cover 

some greenfield transactions

Current Developments under Trump Administration
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OVERSEAS PROJECTS – COMPLIANCE 

CHALLENGES
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• Foreign Corrupt Practices Act (FCPA) and sanctions (OFAC) especially 

sensitive

• Infrastructure projects in developing countries require demanding due 

diligence, contract protections

• U.S. government often finds, for example, that investor contributions to 

local social projects constitute bribery

Major Compliance Sensitivity Regarding Int’l LNG 
Processing Projects
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U.S. LNG Export Projects * Overview

State / LNG Export Project Sponsor(s) B / G 1 Mtpa Bcf/d Initial Export
Target Date  2

Status of  
LiquefactionContracts

OPERATING 3 OR UNDER CONSTRUCTION
LA - Sabine Pass (Trains 1-4) 3 Cheniere Energy B 18.0 2.2 In Service Fully Subscribed

LA - Cameron LNG (Trains 1-3) Sempra and Partners B 15.0 1.7 H1 2019 Fully Subscribed

TX - Freeport LNG (Trains 1-3) Freeport LNG B 16.1 1.8  Q3 2018 Fully Subscribed

MD - Cove Point LNG Dominion Resources B 5.8 0.8 Q4 2017 Fully Subscribed

TX - Corpus Christi (Trains 1-3) 4 Cheniere Energy G 15.0 1.8  H2 2018 T1 & T2 Fully Subscribed

LA - Sabine Pass (Trains 5-6) 4 Cheniere Energy B 9.0 1.3 2019 T5 Fully Subscribed

GA - Elba Island Kinder Morgan & EIG  Global E.P. B 2.5 0.4  Q2 2018 Fully Subscribed

PERMITTED BUT NO FINAL INVESTMENT DECISION
LA - Cameron LNG (Trains 4-5) Sempra and Partners B 10.0 1.4 Not Publicly Disclosed

LA - Lake Charles LNG 5 Energy Transfer, Shell (BG) B 14.3 2.0 Not Publicly Disclosed

LA - Magnolia LNG LNG Ltd. G 8.0 1.1 Partially Subscribed

TX - Golden Pass Products Qatar Petroleum, ExxonMobil B 15.6 2.0 Not Publicly Disclosed

LA - Delfi n LNG (Off shore) Fairwood LNG B/P 12.0 2.0 Not Publicly Disclosed

UNDER FORMAL REGULATORY REVIEW
MS - Gulf LNG Kinder Morgan and Partners B 10.0 1.5 Not Publicly Disclosed

LA - Calcasieu Pass Venture Global LNG G 10.0 1.4 Partially Subscribed

TX - Texas LNG Brownsville Texas LNG G 4.0 0.6 Not Publicly Disclosed

TX - Rio Grande LNG NextDecade G 27.0 3.5 Not Publicly Disclosed

TX - Annova LNG Exelon G 7.0 0.9 Not Publicly Disclosed

TX - Port Arthur LNG Sempra, Woodside G 10.0 1.4 Not Publicly Disclosed

FL - Eagle LNG Eagle LNG Partners (Ferus) G 1.0 0.1 Not Publicly Disclosed

LA - Plaquemines LNG Venture Global LNG G 20.0 2.8 Not Publicly Disclosed

LA - Driftwood LNG Tellurian G 26.0 4.0 Not Publicly Disclosed

AK - Alaska LNG Alaska Gasline Development Corp. G 20.0 3.0 Not Publicly Disclosed

TX - Freeport LNG (Train 4) Freeport LNG B 5.1 0.7 Not Publicly Disclosed

OR - Jordan Cove LNG Pembina G 7.8 1.0 Not Publicly Disclosed

IN REGULATORY PRE-FILING
TX - Corpus Christi (Trains 4-5) Cheniere Energy G 10.0 1.4 Not Publicly Disclosed

LA - Fourchon LNG Energy World USA G 5.0 0.7 Not Publicly Disclosed

LA - Commonwealth LNG Commonwealth LNG G 9.0 1.2 Not Publicly Disclosed

Information current as of Nov. 30, 2017. Notes:

* This list omits certain small projects (less than 1.0 mtpa) and projects that have made little or no progress in the FERC prefiling process.

1.  B = Brownfield Project. G = Greenfield Project. B/P = Existing offshore pipeline and land-based facilities.

2. Target export dates for projects that have not yet taken Final Investment Decision (FID) are not listed.

3. All four trains are now in commercial service.

4. Train 3 at Corpus Christi and Train 6 at Sabine Pass have not taken FID.

5. Lake Charles LNG is owned by Energy Transfer. However, Shell (the sole offtaker) must join ET in taking an FID and has not yet done so.
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U.S. LNG Export Projects * Key Dates

State / LNG Export Project FERC / MARAD
Filing Date EIS / EA Final EIS / EA

Date
90-Day Auth. 

Deadline
FERC/MARAD

Approval
Final DOE
Non-FTA

OPERATING OR UNDER CONSTRUCTION
LA - Sabine Pass (Trains 1-4) 31 Jan 2011 EA 22 Dec 2011 21 Mar 2012 16 Apr 2012 07 Aug 2012

LA - Cameron LNG (Trains 1-3) 07 Dec 2012 EIS 30 Apr 2014 29 Jul 2014 19 Jun 2014 10 Sep 2014

TX - Freeport LNG (Trains 1-3) 31 Aug 2012 EIS 16 Jun 2014 14 Sep 2014 30 Jul 2014 14 Nov 2014

MD - Cove Point LNG 01 Apr 2013 EA 15 May 2014 13 Aug 2014 29 Sep 2014 07 May 2015

TX - Corpus Christi (Trains 1-3) 31 Aug 2012 EIS 08 Oct 2014 06 Jan 2015 30 Dec 2014 12 May 2015

LA - Sabine Pass (Trains 5-6) 30 Sep 2013 EA 12 Dec 2014 12 Mar 2015 06 Apr 2015 26 Jun 2015

GA - Elba Island 10 Mar 2014 EA 05 Feb 2016 05 May 2016 01 Jun 2016 16 Dec 2016

PERMITTED BUT NO FINAL INVESTMENT DECISION
LA - Cameron LNG (Trains 4-5) 28 Sep 2015 EA 12 Feb 2016 12 May 2016 05 May 2016 15 Jul 2016

LA - Lake Charles LNG 25 Mar 2014 EIS 14 Aug 2015 12 Nov 2015 17 Dec 2015 29 Jul 2016

LA - Magnolia LNG 30 Apr 2014 EIS 16 Nov 2015 14 Feb 2016 15 Apr 2016 30 Nov 2016

TX - Golden Pass Products 07 Jul 2014 EIS 29 Jul 2016 27 Oct 2016 21 Dec 2016 25 Apr 2017

LA - Delfi n LNG (Off shore) 08 May 2015 EIS 21 Nov 2016 N/A 13 Mar 2017 01 Jun 2017

UNDER FORMAL REGULATORY REVIEW
MS - Gulf LNG 19 Jun 2015 EIS

LA - Calcasieu Pass 04 Sep 2015 EIS 03 Jul 2018 01 Oct 2018

TX - Texas LNG Brownsville 31 Mar 2016 EIS

TX - Rio Grande LNG 05 May 2016 EIS

TX - Annova LNG 13 Jul 2016 EIS

TX - Port Arthur LNG 29 Nov 2016 EIS

FL - Eagle LNG 31 Jan 2017 EIS

LA - Plaquemines LNG Mar 2017 EIS

LA - Driftwood LNG Apr 2017 EIS

AK - Alaska LNG 18 Apr 2017 EIS

TX - Freeport LNG (Train 4) 14 Jun 2017 EA

OR - Jordan Cove LNG 21 Sep 2017 EIS

IN REGULATORY PRE-FILING (DATE LISTED IS FOR PRE-FILING)
TX - Corpus Christi (Trains 4-5) 09 Jun 2015 EA

LA - Fourchon LNG 03 Aug 2017 EIS

LA - Commonwealth LNG 15 Aug 2017 EISOrric
k
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U.S. LNG Export Projects Location Map
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Million Tons Per Annum FERC Final + DOE Final Non-FTA
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Natural gas—one of the world’s most useful substances—is burned to heat homes 
and run highly-efficient electrical powerplants. It is used as a feedstock in the manu-
facture of chemicals and fertilizers. And, it can also replace diesel and bunker fuel to 
power trucks, locomotives, and even the largest seagoing vessels.

Because of its clean-burning nature and tremendous versatility, US natural gas use 
has grown steadily over the past 50 years, and US gas demand and supply were closely 
aligned during the first two decades of that period. However, beginning in about 1986, 
demand grew faster than supply, and substantial volumes of pipeline gas were imported 
from Canada. (Fig. 1) This situation continued for the next 20 years (1986 - 2006) and 
nine major terminals were built to receive imports of liquefied natural gas (LNG) from 
countries such as Nigeria and Trinidad.

This was all before the shale energy revolution.

Beginning in about 2006, American hydrocarbon entrepreneurs began to combine 
two techniques—horizontal drilling and hydraulic fracturing—to extract oil and gas 
from shale formations. (Fig. 2) Over the past decade, shale gas production has grown 
from a rarity to about 60 percent of US production. (Fig. 3)

Along the way, the existing US LNG import terminals were nearly idled—because 
with increased domestic production there was simply little need to import higher-priced 
LNG. Before long, the owners of the LNG import terminals began to contemplate add-
ing export capabilities. In July 2010, Cheniere Energy filed the requisite paperwork with 
the federal government to add liquefaction capabilities its Sabine Pass facility, and other 
import terminal owners soon followed suit. 

US LNG: A Brief Introduction
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Fig. 1 - US Natural Gas Production, Consumption, Imports

Source: EIA Monthly Energy Review (Oct. 2017)
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US government approval is necessary because the Natural Gas Act requires an au-
thorization from the Federal Energy Regulatory Commission (FERC) to construct an 
LNG export facility (or a US Maritime Administration license in the case of a float-
ing offshore facility) and a second authorization from the US Department of Energy 
(DOE) to export the gas itself.

Under the law, such gas exports are presumed to be “in the public interest,” unless 
DOE finds otherwise. For nations that have a free trade agreement (FTA) with the 
United States that includes the “national treatment of natural gas,” such exports are au-
tomatically deemed to be in the public interest and must be approved “without modi-
fication or delay.” For nations without FTAs, DOE conducts a “public interest” review 
(in which “interested parties” can petition DOE to intervene).

To support its public interest adjudications, DOE commissioned four macroeconom-
ic studies on LNG exports between Jan. 2012 and Oct. 2015. All four studies found that: 
(1) the macroeconomic benefits of LNG exports are “net positive” for the United States; 
(2) nearly all of the gas to be exported will come from additional production (rather than 
domestic demand reduction); and (3) the price effects of LNG exports are minor.

Currently, DOE has issued full (FTA + non-FTA) long-term export authorizations 
to the 10 major US LNG projects which have received a FERC or MARAD license.

Long-term DOE authorizations are granted for a 20-year period that commences 
on the earlier of the date of first export or within seven years from the date of the issu-
ance of the authorization. Under these full authorizations, the only nations that cannot 
receive US LNG are those on the applicable sanctions lists kept by the Office of Foreign 
Assets Control of the US Department of the Treasury.

CONVENTIONAL
NATURAL GAS RESERVOIR

SHALE GAS
FORMATION

WATER TABLE
- 1,000 FT

-7,000 FT

IMPERMEABLE CAP ROCK

Conventional Wells
- Drilled vertically
- Target gas “pockets”

Shale Gas Wells
- Drilled deeper
- Initial stage is vertical;

then, slowly, the drill bit
turns horizontal

- Target larger gas zone

Hydraulic Fracturing
- After well drilled/cased,

horizontal segments are
 “perforated”

- Water, sand, and (some)
chemicals forced under
pressure into the shale,
creating �ssures which
allow gas to �ow

Fig. 2 - Shale Gas Versus Conventional Extraction
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Fig. 3 - EIA US Dry Gas Production / Projections to 2036

Source: LNG Allies Source: EIA Market Trends (Aug. 2016)
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Although US LNG exports from the contiguous 48 states only began in Feb. 2016, 
the International Energy Agency now predicts that the United States will become the 
world’s leading LNG exporter by 2025.

Currently, there are six LNG export projects under construction in the United States 
(four large terminals on the Gulf of Mexico and two smaller-scale facilities on the East 
Coast), representing about 71 million metric tons per annum (mtpa) of capacity which 
requires ≈10 billion cubic feet per day (bcf/d) of feedgas.

LNG from the first of these projects—Cheniere Energy’s Sabine Pass liquefaction 
and export terminal in Louisiana—began shipping in Feb. 2016 and has increased in 
steps as the project’s first four trains have entered service over the past 18 months.

The first shipment from the second US export facility—Dominion Energy’s Cove 
Point project in Maryland—is expected before year end 2017, and the four other ter-
minals under construction should all commence operations between mid-2018 and 
early 2020, with the greatest capacity increase expected to occur in 2019. (Fig. 4)

In addition to the six projects being built, four others have been fully permitted (but 
have not yet taken a “final investment decision”), another 11 projects are under formal 
environmental review at FERC, and three more have received approval to enter the 
mandatory FERC pre-filing process. (Fig. 5, some pre-filing projects not displayed.)

At this juncture, it is difficult to predict how much additional U.S. liquefaction ca-
pacity will be built. (This will depend upon the growth of LNG demand worldwide, the 
availability of project financing, and many other factors.)
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Fig. 4 - US Liquefaction Capacity Growth thru 2020

Source: EIA  (“Based on FERC, IHS, and Trade Press”)

25
5

Million Tons Per Annum FERC Final + DOE Final Non-FTA

MARAD Final + DOE Non-FTA

Pending on FERC Docket

Driftwood LNG

Jordan Cove LNG

Sabine Pass

Del�n LNG O�shore Project Under
MARAD Jurisdiction

Cameron LNG

Cove Point

Freeport  LNGIncludes Train 4 - Pending at FERC (5.1MTPA)

Corpus  ChristiIncludes Trains 4-5 FERC Pre-Filing (10.0 MTPA)

Lake Charles LNG

Magnolia LNG

Elba Island

Golden Pass

Gulf LNG

Calcasieu Pass

Texas LNG

Rio Grande LNG

Annova LNG
Port Arthur LNG

Eagle LNG

Plaquemines LNG

Alaska LNG

Fig. 5 - Existing and Planned US LNG Export Projects

Source: LNG AlliesOrric
k



TM

PAGE 4US LNG: A BRIEF INTRODUCTION (NOV. 2017)

However, the EIA’s Annual Energy Outlook for 2017 (AEO-2017) estimates that US 
LNG exports could reach 13 bcf/d (≈ 90 mtpa) by 2040 in the “Reference Case” and 
25 bcf/d (≈174 mtpa) in the “High Oil & Gas Resource and Technology Case.” (Fig. 7)

The IEA’s World Energy Outlook 2017 (Nov. 14, 2017) sees global LNG demand 
growing to 71 bcf/d by 2040 and US LNG exports reaching 15 bcf/d by then. (IEA 
predicts that the US will be the world’s leading LNG exporting nation by 2025.)

And, corporate forecasts fall into a similar range. The 2017 Energy Outlook by BP, 
for example, finds global LNG demand doubling over the next two decades and pre-
dicts that US LNG exports will reach 19 Bcf/d by 2035.

Fortunately, the US has sufficient gas to support high levels of LNG exports without 
exhausting supplies or raising prices unduly for domestic consumers.

With regard to supply, the Potential Gas Committee (PGC)—a group of 80 natural 
gas experts from industry, academia, and government—has been conducting biennial 
US natural gas surveys since 1964.

The latest PGC assessment (July 17, 2017) found that the future supply of US natural 
gas at year-end 2016 stood at 3,141 trillion cubic feet, an increase of 10% from year-
end 2014 and a doubling since 2006. (Fig. 8) This is enough gas to meet US domestic 
requirements and support robust exports for eight decades or more.

And, with regard to prices, the AEO-2017 estimated that Henry Hub prices should 
remain within the range of $4.00 to $5.00 per mmbtu through 2040 (in the Reference 
Case) or $3.00 to $4.00 per mmbtu (in the High Oil & Gas Case) even as US LNG ex-
ports increase substantially over the next 25 years. (Fig. 9) 

Operating / Under Construction

Fully Permitted (Major Projects)

Fully Permitted (Small Projects)

Formal FERC Review

FERC Pre-Filing

Total

MTPAProjects Bcm/yr Bcf/dayProject Stage
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68.9

146.9

2 24.0 

310.7

95.0 9.7

202.6 20.9

33.1 3.3

428.5 44.0
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Notes: (1) Projects = individual projects. (2) Additional trains for existing projects not included in the project count, 
but in the MTPA, Bcm/year, and Bcf/day totals.
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Fig. 6 - US LNG Export Projects Under Development
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Fig. 7 - EIA Estimates of US LNG Exports to 2040
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Natural gas has a bright future as a clean, reliable, and affordable fuel. With flexible 
contract terms, US LNG exports are driving the transformation of the international gas 
trade to an increasingly well-connected and liquid global market. This benefits global 
energy security, especially for those of America’s allies who are dependent on energy 
imports. LNG exports also provide important economic benefits to the United States —
especially at the local and regional levels — by stimulating job creation, increased 
economic activity, and tax revenues.

For additional information about US LNG exports: www.lngallies.com
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Fig. 8 - PGC / EIA Estimates of the Future US Gas Supply
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Fig. 9 - EIA Estimates of US Henry Hub Prices to 2040
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CHENIERE ENERGY

 ■ Cheniere Sabine Pass (Louisiana)

Cheniere Energy said on Oct. 13 that “substantial comple-
tion of Train 4 of the Sabine Pass liquefaction project was 
achieved on Oct. 09. Commissioning was completed and 
Cheniere’s EPC partner (Bechtel Oil, Gas and Chemicals) 
had turned over care, custody, and control of Train 4 to 
Cheniere. Under a sale and purchase agreement (SPA) 
with GAIL (India) Ltd., the date of first commercial de-
livery for Train 4 is expected in March 2018, upon which 
the SPA’s 20-year term commences. Earlier, on Oct. 05, 
the Federal Energy Regulatory Commission (FERC) au-
thorized Sabine Pass LNG to commence liquefaction and 
export activities from Train 4.

 ■ Cheniere Corpus Christi (Texas)

In its most recent progress report to FERC (Oct. 23), 
Cheniere reported that the Corpus Christi “jobsite was 
closed from Aug. 24 to Sept. 10. Upon return, construc-
tion started recovery effort from Hurricane Harvey im-
pact and continued progressing permanent plant con-
crete, structural steel, above ground pipe, electrical, and 
equipment installation. Major highlights for September 
included preassembly of the flare and commencement of 
stacking, compressor lube oil pipe tests, and the 3 systems 
which were turned over to startup... The overall project 
has progressed to 72.4% complete.”

SEMPRA LNG & MIDSTREAM

 ■ Cameron LNG (Louisiana)

In its most recent progress report to FERC (Oct. 23), 
Cameron LNG stated that “construction activities con-
tinued through the month of September and consisted 
of civil works, structural steel erection, painting/insula-
tion/fireproofing, installation of equipment, tanks, pip-
ing, electrical, and instrumentation, as well as tie-in work 
within the existing facility. Commenced flushing the 
new BOG compressors’ lube oil circuits and completed 

U.S. LNG Export Projects Update

shoreline protection installation along the eastern ship 
channel boundary. Permanent road construction is in 
progress throughout Train 1.”

 ■ Port Arthur LNG (Texas)

Port Arthur Pipeline filed an application with FERC on 
Oct. 16 to construct, own, and operate the Louisiana 
Connector Project, which consists of 131 miles of new 
42-inch-diameter pipeline and other facilities to deliver 
up to 2 billion cubic feet per day (bcf/d) of gas to the 
Port Arthur LNG project being developed by Sempra 
LNG & Midstream and Woodside Petroleum south of 
Port Arthur, Texas. The project will extend from an in-
terconnect with Columbia Gas Transmission located 
northeast of Eunice, Louisiana, and terminate at the 
proposed Port Arthur LNG project.

DELFIN MIDSTREAM

 ■ Delfin LNG (Offshore Louisiana)

FERC gave approval on Sept. 27 to Delfin’s application 
to reactivate and construct facilities on its onshore pipe-
line in Cameron Parish, Louisiana, that would enable 
Delfin LNG to transport gas to its proposed deepwater 
port LNG export terminal, to be located ≈50 miles off-
shore. The order also authorizes High Island Offshore 
System (HIOS) to abandon certain offshore pipeline fa-
cilities which will be utilized by Delfin.
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PEMBINA PIPELINE CORP.

 ■ Company News

Pembina announced on Oct. 02 that it had completed its 
business combination with Veresen Inc., thereby “creat-
ing one of the largest energy infrastructure companies 
in Canada.” Pembina continues to vigorously pursue the 
Jordan Cove LNG project.

 ■ Jordan Cove LNG (Oregon)

Jordan Cove Energy Project (wholly-owned by Pembina 
Pipeline Corp.) filed an application with FERC on Sept. 
22 for authorization to site, construct, and operate a natu-
ral gas liquefaction and LNG export terminal located in 
Coos Bay, Oregon. The terminal is designed to receive 
1.2 bcf/d of natural gas and produce 7.8 mtpa of LNG. 
To supply the project with gas, Pacific Connector Gas 
Pipeline concurrently filed an application with FERC for 
authorization to construct and operate a 229-mile-long, 
36-inch-diameter pipeline to interconnect the Jordan 
Cove terminal with the existing Ruby Pipeline and Gas 
Transmission Northwest systems near Malin, Oregon. In 
its application, Jordan Cove states that it has finalized the 
key commercial terms with JERA Co. (a joint venture of 
Tokyo Electric Power Co. and Chubu Electric Power Co.) 
for the sale of at least 1.5 mtpa of natural gas liquefaction 
capacity for an initial term of 20 years, subject to cus-
tomary conditions including the execution of a detailed 

liquefaction tolling agreement. Jordan Cove states that it 
has also reached preliminary agreement with ITOCHU 
Corp. with respect to certain key commercial term for the 
purchase by ITOCHU of  and additional 1.5 mtpa of nat-
ural gas liquefaction capacity for an initial 20-year term. 
The application also states that Pacific Connector and 
Jordan Cove have executed two transportation services 
precedent agreements that provide for Jordan Cove, as 
an anchor shipper, to contract for 95.8% of the firm ca-
pacity available on the Pacific Connector pipeline.

TELLURIAN INC.

 ■ Corporate News

A wholly-owned subsidiary of Tellurian Inc. entered 
into a six-month time charter contract with Maran Gas 
Maritime for a LNG tanker, the Maran Gas Mystras. 
Tellurian took delivery of the tanker at Galle, Sri Lanka, 
on Oct. 1. Earlier (Sept. 06), another wholly-owned 
Tellurian subsidiary entered into an agreement with a 
private seller to acquire natural gas producing assets and 
undeveloped acreage in northern Louisiana for $85 mil-
lion. The transaction is scheduled to close by the end of 
Nov. 2017. The assets are located in Red River, DeSoto, 
and Natchitoches Parishes and include: 9,200 net acres 
with up to 138 operated Haynesville and Bossier drilling 
locations; ≈1.3 trillion cubic feet (tcf) of total natural gas 
resource potential; 19 producing operated wells with net 
current production of 4 mmcf/d; and associated natural 
gas gathering and processing facilities with substantial 
additional capacity.

OTHER U.S. LNG EXPORT COMPANIES & PROJECTS

 ■ Dominion Cove Point LNG (Maryland)

FERC issued a letter on Aug. 31 (not previously reported 
here) authorizing Dominion Energy to perform com-
missioning activities at its LNG export project at Lusby, 
Maryland. Dominion was authorized to introduce haz-
ardous fluids and perform related commissioning activi-
ties for feed gas to the pretreatment and liquefaction areas 
and equipment related to ship loading, including LNG 
loading pumps and return gas blowers. The first load of 
LNG is expected to leave Cove Point in December.

ABOUT US

LNG Allies is a nonprofit organization working to expedite 

and maximize  LNG exports to  create U.S. jobs and economic 

growth, enhance the energy security of America’s allies, 

and improve economic and environmental conditions 

worldwide.

CONTACT US

 ■ Fred H. Hutchison, Executive Director > fhh@lngallies.com

 ■ Douglas C. Hengel, Senior Consultant

 ■ P. Welles Orr, Senior International Trade Advisor
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 ■ Fourchon LNG (Louisiana)

FERC issued a notice of intent on Oct. 30 to prepare an 
environmental impact statement (EIS) for the Fourchon 
LNG Project in Lafourche Parish, Louisiana. Fourchon 
intends to use the terminal to liquefy, store, and de-
liver LNG to domestic LNG-fueled marine vessels and 
LNG carriers for export to overseas markets. The ter-
minal has a proposed peak capacity of 5 mtpa. Earlier, 
Fourchon filed an application with DOE for long-term, 
multi-contract authorization to export up to 260 bcf/
year of domestically produced LNG for 30 years to FTA 
countries and for 20 years to non-FTA nations.

 ■ NextDecade (Company & Project News)

NextDecade announced on Oct. 04 that its wholly-
owned subsidiary, Rio Grande LNG, had executed agree-
ments with Cameron County, Texas, to receive Chapter 
312 tax incentives for its proposed Rio Grande LNG ex-
port project at the Port of Brownsville. Earlier (Sept. 11), 
NextDecade announced that Matt Schatzman has been 
appointed to the newly created position of President. 
Schatzman had been BG Group’s Executive Vice 
President for Global Energy Marketing and Shipping. In 
that job, Schatzman was responsible for the company’s 
global marketing, trading, and shipping activities for 
LNG, crude oil, and natural gas. Also, on Sept. 06, the 
company said that Patrick Hughes had been appointed 
Vice President of Corporate Strategy. Hughes was previ-
ously a partner in the investment banking and advisory 
group at Height Securities.

 ■ Venture Global LNG (Company & Project News)

Venture Global LNG, Inc. announced on Oct. 16 that it 
has raised an additional $108.6 million, marking its sev-
enth round of equity investment, bringing the compa-
ny’s aggregate funding total to $470 million. Previously, 
Venture Global announced that it had entered into a 
SPA with Edison whereby the Italian utility would buy 
1 mpta of LNG from the Calcasieu Pass LNG export fa-
cility, being developed by Venture Global in Cameron 
Parish, Louisiana.Orric
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LNG Portfolio Optimization:  
LNG Cargo Swaps Explained

By: Peter Roberts and Joanna Kay

In an LNG market, which is increasingly characterized by falling trading margins and greater liquidity, LNG 
traders and logistics managers are having to work harder to generate continued profits from their portfolios. 
One feature of this evolving market has been growing interest in the benefits offered by LNG cargo swaps, and 
yet this is an area where there is relatively little appreciation of the complexities involved.  

Despite the name, an LNG cargo swap is not really a ‘swap’ of cargoes. Rather, it is a process by which two or 
more parties identify, pool and redistribute their respective LNG delivery obligations in order to secure certain 
economic efficiencies, which they then further distribute between themselves.  

An LNG cargo swap (sic) could be represented by any number of structural forms but will broadly fall into one 
of three categories (which, for the sake of simplified illustration, are shown below as bilateral trades but which 
could, in reality, involve multiple parties):

Financial Swap

A financial swap occurs when two parties have entered into two separate and opposing trades which they 
agree to settle financially, by an offset arrangement, rather than physically:

In this example, under the first trade, Party A agrees to sell Cargo 1 to Party B; under the second trade, Party B 
agrees to sell Cargo 2 to Party A.

To obviate the need to deliver their respective cargoes (and so to incur the associated shipping costs and 
risks), the parties simply agree to cancel their respective delivery obligations to each other (possibly also with a 
balancing cash payment from one party to the other to address any value difference between the trades). After 
the financial swap is concluded, the net financial and physical position of the two parties should correspond to 
the positions that would exist if the physical transportation of the two cargoes had taken place.

“ 
Don’t swap horses in  

the middle of the stream.
- Abraham Lincoln (1864)

”  

“ 
A rising tide  

lifts all boats.
- John F. Kennedy (1963)

”  

Party A Party B

Cargo 1

Cargo 2Orric
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Time Swap

A time swap allows a party that has contracted to sell or to buy LNG at a particular point in time to swap the 
timing of its obligation to deliver (in the case of a seller) or to take delivery of (in the case of a buyer) LNG with 
another party who has similarly contracted:  

In this example, Buyer A’s obligation to take delivery of a cargo in February 2018 is deferred until June 2018, and 
Buyer B’s obligation to take delivery of a cargo in June 2018 is accelerated to February 2018.  

There are several reasons why a party could want to effect a time swap. There could be regasification restrictions 
in place that affect the ability of a buyer to take delivery of a particular cargo at a particular point in time. Or where 
a party (whether a buyer or a seller) has over-contracted to purchase or sell LNG in a particular period, it could be 
beneficial to that party to enter into a time swap to reduce and reschedule its obligations for that period. 

Destination Swap

A destination swap allows two parties (such as the sellers in respect of a DES sale or the buyers in respect of 
a FOB sale) to exchange their respective cargo delivery commitments and so take advantage of the overall 
reduced shipping distances and costs which such a swap could effect:

In this example, Seller A produces LNG in Qatar and contracts to sell and deliver a cargo to Buyer A in Spain, 
with associated transportation costs of US$1.1million. Seller B produces LNG in the USA and contracts to sell 
and deliver a cargo to Buyer B in India, with associated transportation costs of US$1.7million. By exchanging 
their respective cargo delivery commitments, both Seller A and Seller B will reduce the aggregate shipping 
distances and costs for their cargoes, will improve deliverability windows and could be able to offer greater 
flexibility to their respective buyers. 

Seller A

Loading
Qatar

Buyer A

Unloading
Spain

Seller B

Loading
USA

Buyer B

Unloading
India

Seller A: 12 days @ US$50,000/day +
Suez Transit @ US$500,000 = US$1.1m

Seller A saves 
US$900,000

Seller B saves 
US$1.1m

Seller A: 24 days @ US$50,000/day +
Suez Transit @ US$500,000 = US$1.7m

Seller B: 12 days @ US$50,000/day =
US$600,000

Seller A: 4 days @ US$50,000/day =
US$200,000

Cargo 1

Scheduled Arrival Window: Feb 2018

Scheduled Arrival Window: Jun 2018

Cargo 2

Seller A Buyer A

Seller B Buyer B
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Common Issues with LNG Cargo Swaps

Whichever form the LNG cargo swap takes, a cargo swap will only be implemented if the economic incentives 
to conclude a deal are sufficiently strong for all of the prospectively participating swap parties.  

On a financial swap, the analysis should be relatively simple as the swap parties will only need to weigh up 
the relative value of netting off the two contracts which they are party to. By contrast, under a time swap or a 
destination swap, there are a number of additional factors that will need to be considered by the swap parties 
because the contractual obligations which they are seeking to exchange inevitably involve the presence of 
third-party counterparts:

• Confidentiality – depending upon how the confidentiality obligations entered into by each of the swap 
parties with their respective counterparties are worded, those provisions could prevent or could condition 
the ability of the swap parties to freely disclose their respective LNG sales and delivery commitments to 
each other as a precursor to arranging a swap of those obligations. 

• Compatibility – consideration will need to be given to ensuring the compatibility (and free 
exchangeability) of the intended LNG ships, loading and unloading terminals, LNG quality specifications 
and LNG ship scheduling provisions between the swapped cargoes and the original cargo commitments.  
This could further necessitate securing the consent of the swap parties’ counterparts to certain aspects of 
the proposed transaction.

• Risk Allocation – the swap parties will need to reach agreement on allocating liability between themselves 
for any breach of the key elements in the original LNG sales and delivery commitments—particularly in 
relation to late or nonperformance, the delivery of off-specification LNG and port damage risks. This 
could be achieved by cross-indemnities under the swap arrangement (backed up by collateral support, 
if necessary) to ensure that each swap party is held harmless by the other for any losses arising from a 
breach of the original LNG sales and delivery commitments.  

• Upside Sharing – for the swap parties, the primary purpose of the LNG cargo swap is to generate cost 
savings or other efficiencies, but those savings and efficiencies might not be the same for all of the swap 
parties. They would therefore need to agree to a basis on which the upsides generated by the LNG cargo 
swap will be shared between themselves more equitably. And the swap parties’ counterparts could also 
require a share of the upsides where their consent to the arrangement is needed.  

• Competition Law Compliance - depending on the nature of the LNG cargo swap, it could be read as requiring 
a diversion of a cargo to an alternative destination and the implication of the swap parties’ counterparts in the 
economic benefits of the arrangement could have the appearance of a profit-sharing mechanism. All of this 
could require a separate consideration of certain applicable competition law restrictions. 

Conclusion

The business of swapping LNG cargoes sounds simple enough, but this is an area where there is sometimes 
relatively little appreciation of the complexities involved.  On the other hand, LNG cargo swaps are increasingly 
being looked at as a means of maintaining portfolio profit generation.   Mr. Lincoln’s aphorism is wise advice to 
the unwary, but, if done right, an LNG cargo swap could also bear out Mr. Kennedy’s observation.
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