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DANGEROUS AND
HAZARDOUS MATERIALS

For many years the liquefied natural gas (LNG) game was played
in rarefied air by a select few who could afford a seat at a multi-
billion dollar table. While the stakes are still quite high, there are
many new and potential members gladly seeking entry because of
the enormous commercial opportunities that lie ahead. The
global market for LNG is on the verge of unprecedented growth
and expansion as demand for clean-burning, efficient and
environmentally friendly natural gas continues to rise and as costs
throughout the LNG value chain decline. With 70% of the earth’s
surface covered with water, there is no shortage of potential
coastal locations to support LNG trade. The group of importing
nations is growing as they look to LNG to feed their expanding
appetite for energy. Even for countries with a substantial natural
gas resource base, such as the US, there is a need to supplement
dwindling native production with imported supply. For exporting
countries, the opportunity to monetise stranded natural resources
is an attractive option for creating substantial revenue streams to
finance other domestic priorities. 

The confluence of these emerging trend lines – increased
demand for natural gas, declining production from mature supply
basins, and declining costs – has given rise to the renaissance of
LNG, especially in both North America and Europe. We are
witnessing the rebirth of an industry that not long ago was non-
existent or dormant in many parts of the world outside of Japan
and Korea. Presently underway is a full-scale revolution in the
way that the global economy is powered and how people around
the world are inter-connected to clean and abundant energy
supplies. Natural gas is no longer the fuel of the future, but rather
the fuel of the present given the need for clean and efficient
supplies to meet energy and environmental targets. LNG is the
future for natural gas. 

The great race for North America
The North American natural gas market is characterised by
strong and growing demand, an extensive pipeline grid with
numerous options for transportation and trading, and dwindling
domestic supplies which are keeping pace with demand only
through increased rates of drilling. Even though the process of
producing natural gas, converting it into liquid form, shipping it
across the seas, and then warming it so that it can be re-delivered
in gaseous form once again is complex and capital intensive, there
would not be this level of excitement and activity unless the
market thought that energy prices would justify this investment
for many years into the future. Some see the steep rise in energy
prices as being driven by a fundamental and lasting shortfall in
global energy supplies. There are predictions that world oil
production will soon reach its peak and necessitate a shift to other
fuels such as natural gas. David Goodstein writes in Out of Gas:
“The world will soon run out of conventionally produced, cheap
oil. If we manage somehow to overcome that shock by shifting
the burden to coal and natural gas, the two other primary fossil
fuels, life may go on more or less as it has been – until we start to
run out of all fossil fuels by the end of this century.” Others, such
as Kenneth S. Deffeyes in Beyond Oil, have placed the peak in oil
production as arriving in a matter months, sometime late in 2005.

Regardless of when the peak arrives, it would appear that the
market is convinced that over the long-term energy prices will be
high enough to maintain the viability of an investment in the
LNG value chain. 

A great deal of the current excitement centers around the
numerous proposals for regas terminals in the US. With over 
50 projects on the drawing board there is no shortage of ideas
and concepts, including proposals for facilities onshore (using
private lands, public lands and even sovereign Indian lands),
offshore and floating. While many of these projects are backed
by solid players and represent commercially viable options, the
market is sure to weed out the fatal flaws of the weak and
inferior business models. The current state of play looks like a
classic horse race with numerous players jockeying for position
and a shot at crossing the finish line and a place in the winner’s
circle. While it is a crowded field and a risky race, the size of the
North American natural gas market and potential payoff for a
winner has proven to be a strong attraction.

The need for energy education
As a result of the hyster ia generated by project opponents, 
LNG still faces an uphill battle on many fronts. A thoughtful
educational effort that has the support of numerous public and
private interest groups will prove to be the most effective way to
neutralise the barrage of negativity. As seen from the research
below, there is in fact a great deal of concern about our energy
situation, a mass of people who have not yet made up their mind
concerning LNG and the ability to persuade the undecided that
LNG is a worthy option for the problems on the horizon.

The policy debate
In the U.S. the LNG renaissance was given a jump-start with
some policy changes concerning the regulatory treatment of new
terminals. In its Hackberry decision – December 22, 2002, the
Federal Energy Regulatory Commission (FERC) took a bold
step by removing the open access and open season requirements
for new onshore LNG terminals and the need for regulated cost
of service rates. While the regas terminal is still considered the
weak link in the delivery chain, this policy shift gave the much
needed assurance to project sponsors that their substantial
investment would not be subject to unacceptable levels of
regulatory risk.

FERC is also in the process of addressing the looming issues
surrounding gas quality including “interchangeability” which
refers to a measure of the degree to which the combustion
character istics of vapourised LNG are the same as those of
domestic pipeline gas. While there are various proceedings where
these issues are in the process of being addressed, there is also
underway an industry collaborative effort where the LNG
industry is working with other segments of the natural gas
industry and regulators to try and identify and resolve the
technical issues surrounding gas quality prior to adoption of new
regulations on either a system by system or generic basis. While
the US is proceeding with an inquiry into the need for quality
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specifications, similar proceedings are underway in other parts of
the world as well. LNG exporters require certainty that there will
be a market for the grade of LNG produced. If importing
countries can agree upon a limited range of specifications then
this product fungibility will help keep costs down and supply
options open. These are issues that the industry knows how to
resolve through means such as blending, streaming and nitrogen
injection. However, these issues should not be resolved in a
vacuum and will require a global dialogue to get it right. 

There has also been a flurry of activity in the US Congress
concerning LNG including various hearings and introduction of
legislation. On May 20, 2004 Congressman Lee Terry introduced
a bi-partisan bill on LNG that complimented the then pending
energy bill (H.R. 6). Specifically, this bill would:

• Eliminate jurisdictional conflicts & legal ambiguities on
siting & construction of LNG terminals. Jurisdictional
conflicts between federal and state agencies threaten to delay or
kill new LNG projects. Since the importation of LNG is a
matter of foreign commerce, the Terry-Green bill would clarify
that approval and sitting authority for LNG facilities is most
appropriately determined at the federal level, as established
under the Natural Gas Act. 

• Create a lead agency for LNG project review &
permitting. Currently, several federal departments, and some
state agencies, have a role in the approval process for
construction or expansion of an onshore LNG terminal. This
bill clarifies that the FERC is the lead agency, to streamline
environmental review and permitting.

• Set a deadline for FERC review of LNG terminal
applications. Currently, there is no time requirement for
FERC review of a LNG terminal application. To ensure a
prompt evaluation, this bill requires the FERC to issue its
decision one year after the application has been completed. 

• Remove regulatory uncertainties for those building/
expanding onshore LNG terminals. This bill codifies the
FERC’s important “Hackberry” decision on open access
requirements, giving developers the certainty they need

regarding economic regulation. This policy is necessary to
encourage the development of new LNG capacity, especially
considering a typical onshore LNG project can cost more than
$500 million.

• Provide onshore LNG facilities with parity. Through the
2002 Deep Water Part Act, Congress streamlined and expedited
the review process for offshore LNG terminals. This bill would
create a comparable process for proposed onshore LNG facilities.

Representative Terry has re-introduced this legislation in the
109th Congress. In the US Senate, Senator Lamar Alexander has
also introduced legislation that would address some of these issues
concerning LNG regulation, permitting and jurisdiction. Given
that the Senate now has seven new Republicans and a 55 to 45
Republican edge, an energy bill with an LNG component is a
strong possibility for the 109th Congress. 

Figure 1. Most California respondents believe that the US will be facing an
energy shortage in the next 10 years.

Figure 2. The majority of people have either never heard of LNG or do not know enough about it to form an opinion.

A majority of California respondents (63% in San Diago and 71% in
San Francisco) contend that an energy shortage in the US is likely in
the near future.

Less than 10% have an opinion; however, the majority can still be influenced.
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Conclusion
A single shipment of an LNG cargo can supply the daily energy
needs for millions of homes, improve air quality by emitting 
99 percent less SO

2
, 80 percent less NOx, 100 percent less Mercury,

and up to 50 percent less CO
2

when used to generate electricity as
compared to a conventional coal-fired power plant. That same
shipment of LNG can generate over $20 million of revenue and
supplant the need to drill thousands of new onshore gas wells each
year in the U.S., many of which would be non-conventional wells
in areas such as the environmentally sensitive Rocky Mountains. 

There is evidence that action and activity on LNG is beginning
to match the promise and talk. Four terminals on the Gulf Coast
(Cameron, Sabine Pass, Port Pelican, and Freeport) were approved.
FERC recently issued favourable draft Environmental Impact
Statements (EISs for Vista Del Sol and Providence, advised

Congress of its opposition to a regional approach to siting of
terminals and, before the 9th Circuit, defended its exclusive
jurisdiction over Sound Energy’s terminal. Additionally, the
combination in the Bahamas of two out of three competing
projects (El Paso and Tractebel) makes the possibility of LNG in
Florida more likely to become a reality. Excelerate’s recent
commencement of operations at its Gulf of Mexico project,
continued expansion at Elba, Everett, Cove Point and Lake
Charles, on-going construction at Altamira, approval of Ensenada
(Energia Costa Azul) and in Canada approval of Canaport and Bear
Head are further proof that the industry is taking concrete and
positive steps to bring additional gas supplies to North America. 

As understanding, education and awareness grows about the role
that LNG can play in meeting our supply needs then we will truly
move out of the dark ages and into the Renaissance of LNG.
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