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UNITED STATES OF AMERICA 
DEPARTMENT OF ENERGY 
OFFICE OF FOSSIL ENERGY 

In The Matter Of: ) 
)

SABINE PASS LIQUEFACTION, LLC ) FE Docket No. 13 - 42 - LNG 
)

APPLICATION OF SABINE PASS LIQUEFACTION, LLC 
FOR LONG-TERM AUTHORIZATION 

TO EXPORT LIQUEFIED NATURAL GAS  

Pursuant to Section 3 of the Natural Gas Act (“NGA”)1 and Part 590 of the Department 

of Energy’s (“DOE”) regulations,2 Sabine Pass Liquefaction, LLC (“SPL”) hereby requests that 

DOE, Office of Fossil Energy (“FE”) grant long-term authorization for SPL to engage in exports 

of domestically produced natural gas in the form of liquefied natural gas (“LNG”) in an amount 

up to 91,250,000 million British thermal units (“MMBtu”) per year, which is the equivalent of 

approximately 88.3 billion standard cubic feet (“Bcf”) of natural gas per year, pursuant to the 

terms of the LNG Sale and Purchase Agreement (FOB) (“SPA”) between SPL as seller and 

Centrica plc (“CENTRICA”) as buyer, dated March 22, 2013 (“CENTRICA SPA”), which is 

submitted herewith as Appendix A.  SPL is seeking such authorization for a 20-year period 

commencing the date of first export or eight years from the date of issuance of the authorization 

requested herein.  In support hereof, SPL provides as follows:3  

1  15 U.S.C. § 717b (2006). 
2  10 C.F.R. Part 590 (2012).  This application (the “Application”) is structured to conform to 10 C.F.R. Part 590 

Subpart B—Applications for Authorization to Import or Export Natural Gas.   
3  Additional materials in support of this Application may be found in the Appendices hereto. 
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10 C.F.R. § 590.202(a): 

1. Exact legal name of applicant:

The exact legal name of the applicant is Sabine Pass Liquefaction, LLC.  SPL has its

principal place of business in Houston, Texas. 

2. Service list contacts:

All correspondence and communications concerning this Application, including all

service of pleadings and notices, should be directed to the following persons:4 

Patricia Outtrim 
Cheniere Energy, Inc. 
700 Milam Street, Suite 800 
Houston, TX 77002  
Telephone: (713) 375-5000 
Facsimile: (713) 375-6000 
Email: pat.outtrim@cheniere.com 

Lisa M. Tonery 
Tania S. Perez 
Fulbright & Jaworski L.L.P. 
666 Fifth Avenue 
New York, NY 10103 
Telephone: (212) 318-3009 
Facsimile: (212) 318-3400 
Email: ltonery@fulbright.com 
Email: tperez@fulbright.com 

3. Statement of action sought from DOE/FE:

SPL hereby requests that DOE/FE grant long-term authorization for SPL to engage in

exports of natural gas as LNG pursuant to the CENTRICA SPA.  As discussed below, under the 

CENTRICA SPA, SPL will deliver LNG to CENTRICA from the Liquefaction Project5 for a 

4 SPL requests waiver of Section 590.202(a) of DOE’s regulations, 10 C.F.R. § 590.202(a), to the extent 
necessary to include outside counsel on the official service list in this proceeding. 

5  The Liquefaction Project is being developed by SPL and its affiliate, Sabine Pass LNG, L.P. (“Sabine Pass 
LNG”), at the existing Sabine Pass LNG import, storage and vaporization terminal in Cameron Parish, 
Louisiana (“Sabine Pass LNG Terminal”).  The Federal Energy Regulatory Commission (“Commission” or 
“FERC”) authorized the construction and operation of the Liquefaction Project consisting of four LNG 
production trains (i.e., Trains 1, 2, 3 and 4).  See Sabine Pass Liquefaction, LLC, 139 FERC ¶ 61,039 (2012), 
reh’g denied, 140 FERC ¶ 61,076 (2012).  An expansion of the Liquefaction Project is required to enable LNG 
sales to CENTRICA under the CENTRICA SPA.  In this regard, on February 27, 2013, SPL, Sabine Pass LNG, 
and Sabine Pass Liquefaction Expansion, LLC (collectively, “Sabine”) requested  authorization from the 
Commission to commence the pre-filing review process to add a fifth and sixth liquefaction train to the 
Liquefaction Project (“Liquefaction Expansion Project”).  On March 8, 2013, the Director, Office of Energy 
Projects granted Sabine’s request in Docket No. PF13-8-000. 
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primary term of 20 years, commencing on the date of first commercial delivery from the 

proposed fifth LNG production train at the Liquefaction Project.6  SPL will deliver to 

CENTRICA an annual contract quantity of 91,250,000 MMBtu per year, which is equivalent to 

approximately 88.3 Bcf of natural gas per year.   

Specifically, SPL is seeking the issuance by DOE/FE of authorization to export up to 

91,250,000 MMBtu per year of natural gas (or approximately 88.3 Bcf per year) as LNG from 

the Liquefaction Project to: (i) any nation that currently has or in the future develops the capacity 

to import LNG and with which the United States currently has, or in the future enters into, a free 

trade agreement (“FTA”) requiring the national treatment for trade in natural gas and LNG (an 

“FTA Authorization”);7 and (ii) all countries that have not entered into an FTA with the United 

States requiring the national treatment for trade in natural gas, which currently have or in the 

future develop the capacity to import LNG, and with which trade is not prohibited by United 

States law or policy (a “non-FTA Authorization”).  SPL requests these authorizations for a 20-

year term commencing the earlier of the date of first export or eight years from the date of 

issuance of the authorizations requested herein.   

SPL respectfully requests that the DOE/FE issue the FTA Authorization without 

modification or delay in accordance with the applicable standard of review under Section 3(c) of 

6      SPL’s delivery obligations under its SPAs are not tied to individual trains.  Instead, SPL’s obligation to deliver 
LNG under its contracts becomes effective upon the date that specified trains become commercially operable, 
but SPL retains the flexibility to satisfy its delivery obligations with LNG from any train at its facility.  In the 
case of the CENTRICA SPA, the obligation to deliver LNG to CENTRICA arises when the fifth train becomes 
commercially operable.  SPL’s other contracts, which have previously been submitted to DOE in compliance 
with 10 C.F.R. Part 590 and DOE/FE Order 2961, provide for a similar commencement of deliveries with 
respect to each of Trains 1-4, as does the SPL contract most recently filed with DOE/FE in Docket No. 13-30-
LNG on February 27, 2013.     

7  Currently, the countries that have such FTAs with the United States include:  Australia, Bahrain, Colombia, 
Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua, Chile, Morocco, Canada, Mexico, Oman, 
Peru, Singapore, Republic of Korea, Jordan, and Panama. 
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the NGA,8 and the non-FTA Authorization as requested herein prior to March 31, 2014.  In this 

regard, SPL requests that the non-FTA Authorization be issued as a conditional order, pursuant 

to Section 590.402 of the DOE regulations,9 followed by issuance of a final order immediately 

upon completion of the environmental review of the Liquefaction Expansion Project by FERC.10   

4. Justification for the action sought from DOE/FE, including why such action is not
inconsistent with the public interest:

The granting of the authorizations requested herein is required pursuant to Section 3 of

the NGA.   SPL’s request for FTA Authorization must be reviewed under Section 3(c) of the 

NGA, which provides that applications to export LNG from or to nations with which the United 

States has an FTA are deemed to be in the public interest and must be granted without 

modification or delay.11  SPL’s request for Non-FTA Authorization must be reviewed under 

Section 3(a) of the NGA, which provides that DOE/FE is required to authorize exports to a 

foreign country unless there is a finding that such exports “will not be consistent with the public 

interest.”12  Section 3(a) of the NGA states in relevant part: 

(a)  Mandatory authorization order 
After six months from June 21, 1938, no person shall export any 
natural gas from the U.S. to a foreign country or import any natural 
gas from a foreign country without first having secured an order of 

8 15 U.S.C. § 717b(c). 
9 10 C.F.R. § 590.402. 
10 In promulgating its regulations setting forth the administrative procedures for the import and export of natural 

gas, DOE indicated that issuance of a conditional decision is appropriate when the application at issue involves, 
for example, the importation of LNG into new terminal facilities.  See Import and Export of Natural Gas, 46 
Fed. Reg. 44,696, 44,700 (Sept. 4, 1981).  In such a case, DOE reviews the application to determine if the 
proposed importation is in the public interest based on the considerations within DOE’s jurisdiction, while, 
concurrently, FERC must review other aspects of the proposed importation such as siting, construction and 
operation of the LNG receiving terminal facilities.  See id. 

11  See Sabine Pass Liquefaction, LLC, FE Docket No. 10-85-LNG, Order No. 2833 (Sept. 7, 2010); Phibro LLC, 
FE Docket No. 10-60-NG, Order No. 2803, at 2 (June 16, 2010); Applied LNG Technologies USA, L.L.C., FE 
Docket No. 10-03-LNG, Order No. 2747, at 2 (Jan. 29, 2010). 

12 15 U.S.C. § 717b(a).  
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the Commission authorizing it to do so.  The Commission shall 
issue such order upon application, unless, after opportunity for 
hearing, it finds that the proposed exportation or importation will 
not be consistent with the public interest.13 

Section 3(a) thus creates a presumption in favor of approval of SPL’s request for Non-FTA 

Authorization, which presumption opponents would bear the burden of overcoming.  Even 

absent this presumption in favor of approval, there is ample evidence in the public record that 

exports of LNG, such as those requested by SPL in this Application, are in the public interest.   

Moreover, in granting SPL’s request for export authorization in Orders No. 2961 and 

2961-A,14 DOE/FE already has made a favorable public interest determination in the case of 

LNG exports from the Liquefaction Project.  That determination, which is equally applicable 

here, was made on the basis of the very robust market studies and other evidence and comments 

that SPL submitted in that proceeding demonstrating the substantial economic and public 

benefits that are likely to follow from exports of natural gas as LNG.  SPL incorporates herein by 

reference the substantial record that it developed demonstrating the public interest benefits of 

exports in FE Docket No. 10-111-LNG.15   

Finally, SPL makes reference to the macroeconomic study commissioned by DOE and 

discussed in Appendix B hereto,16 as well as to the multitude of letters from members of the 

13 Id. 
14  Sabine Pass Liquefaction, LLC, Opinion and Order Conditionally Granting Long-Term Authorization to Export 

Liquefied Natural Gas From Sabine Pass LNG Terminal to Non-Free Trade Agreement Nations, DOE/FE 
Order No. 2961 (May 20, 2011); Sabine Pass Liquefaction, LLC, Final Opinion and Order, DOE/FE Order No. 
2961-A (Aug. 7, 2012).  

15  See, e.g., Sabine Pass Liquefaction, LLC, Application for Long-Term Authorization to Export Liquefied Natural 
Gas 33–67, DOE/FE Docket No. 10-111-LNG (Sept. 7, 2010) (discussing how the Liquefaction Project would 
provide a market solution for further deliberate development of emerging sources of domestic natural gas, result 
in benefits to the public, and otherwise be in the public interest). 

16 NERA Economic Consulting, Macroeconomic Impacts of LNG Exports from the United States (Dec. 3, 2012), 
available at http://www.fossil.energy.gov/programs/gasregulation/reports/nera_lng_report.pdf [hereinafter 
NERA Study]. 
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United States Congress submitted in response to the NERA Study supporting approval of the 

export of domestic natural gas as LNG.17  In sum, the abundant U.S. natural gas supplies and the 

overwhelmingly positive economic benefits of the Liquefaction Project and associated LNG 

exports, coupled with, as provided more fully below, the competitive pricing mechanism in the 

CENTRICA SPA, unequivocally establish that SPL’s proposal herein satisfies the public interest 

standard as set forth in DOE’s Policy Guidelines.18 

10 C.F.R. § 590.202(b): 

1. Scope of the project, including volumes of natural gas involved, dates of commencement
and completion of proposed export and facilities to be utilized or constructed:

On February 27, 2013, SPL, and certain of its affiliates, filed with the Commission—

pursuant to the requirements of 18 C.F.R. § 157.21—a request to initiate the Commission’s pre-

filing review of the Liquefaction Expansion Project, consisting of a fifth and sixth liquefaction 

train totaling approximately 1.3 Bcf/d of natural gas liquefaction capacity, at the existing Sabine 

Pass LNG Terminal in Cameron Parish, Louisiana.19  That request was granted on March 8, 2013 

in Docket No. PF13-8-000. 

17  See, e.g., Ltr. from U.S. Sens. James M. Inhofe, Mary Landrieu, David Vitter, Mark Begich & Tom Coburn to 
Hon. Steven Chu, Sec’y, DOE (Feb. 20, 2013); Ltr. from U.S. Sen. Lisa Murkowski to Hon. Steven Chu, Sec’y, 
DOE (Jan. 25, 2013), available at 
http://www.fossil.energy.gov/programs/gasregulation/authorizations/export_study/Lisa_Murkowski01_24_13.p
df; Ltr. from U.S. Sen. John Cornyn to Hon. Steven Chu, Sec’y, DOE (Jan. 24, 2013), available at 
http://www.fossil.energy.gov/programs/gasregulation/authorizations/export_study/john_cornyn_Exec.pdf; Ltr. 
from U.S. Sen. James M. Inhofe to Hon. Steven Chu, Sec’y, DOE (Jan. 23, 2013), available at 
http://www.fossil.energy.gov/programs/gasregulation/authorizations/export_study/holland_luke_Inhofe01_01_2
3_13.pdf; Ltr. from U.S. Sen. David Vitter to Hon. Steven Chu, Sec’y, DOE (Jan. 23, 2013), available at 
http://www.fossil.energy.gov/programs/gasregulation/authorizations/export_study/Vitter.pdf; Ltr. from U.S. 
Sens. Mary L. Landrieu & Heidi Heitkamp to Hon. Steven Chu, Sec’y, DOE (Jan. 23, 2013), available at 
http://www.fossil.energy.gov/programs/gasregulation/authorizations/export_study/landrie.pdf; Ltr. from U.S. 
Rep. Charles W. Boustany, M.D., to Hon. Steven Chu, Sec’y, DOE (Jan. 16, 2013), available at 
http://www.fossil.energy.gov/programs/gasregulation/authorizations/export_study/Boustanyletter.pdf.  

18 Policy Guidelines and Delegation Orders Relating to the Regulation of Imported Natural Gas, 49 Fed. Reg. 
6684 (Feb. 22, 1984) [hereinafter Policy Guidelines]. 

19  The pre-filing request also included a request by an affiliated interstate pipeline company, Cheniere Creole Trail 
Pipeline, L.P. (“CCTPL”), to initiate the pre-filing review process for a proposed extension and expansion of 
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The volume of natural gas to be exported and dates of commencement and completion of 

the proposed exports are set forth in the CENTRICA SPA.  Specifically, the CENTRICA SPA 

provides for CENTRICA to purchase the equivalent of approximately 88.3 Bcf of natural gas per 

year from SPL for a 20-year term commencing on the date of first commercial delivery from the 

fifth liquefaction train.    

2. Source and security of the natural gas supply to be exported:

SPL will purchase natural gas to be used as fuel and feedstock for LNG production

from the interstate and intrastate grid at points of interconnection with other pipelines and 

points of liquidity both upstream and downstream of the CCTPL system and other systems that 

interconnect with the Liquefaction Project.  Through these pipelines’ interconnections with 

various other interstate and intrastate pipeline systems, the Liquefaction Expansion Project will 

have access to virtually any point on the U.S. interstate pipeline system through direct delivery 

or by displacement.20  The proximity of the Liquefaction Expansion Project to multiple 

interstate and intrastate pipelines will enable SPL to purchase natural gas from multiple 

conventional and unconventional basins located across the region, state, and virtually 

anywhere in the nation.  This supply can be sourced in large volumes in the spot market, or 

pursued under long-term arrangements.  To date, SPL has not entered into any natural gas 

the existing Cheniere Creole Trail Pipeline system in order to deliver feed-gas to the Liquefaction Expansion 
Project.  

20 SPL has previously explained that the historically prolific Gulf Coast Texas and Louisiana onshore 
conventional gas fields, the gas fields in the Permian, Anadarko, and Hugoton basins, and the emerging 
unconventional gas fields in the Barnett, Haynesville, Eagle Ford, Fayetteville, Woodford, and Bossier basins 
represent the most likely sources of physical supply for LNG production at the Liquefaction Project.  See Sabine 
Pass Liquefaction, LLC, Application for Long-Term Authorization to Export Liquefied Natural Gas, DOE/FE 
Docket No. 10-111-LNG (Sept. 7, 2010).  Given the large size of the reserves in these fields and, in particular, 
the well-documented increase in production associated with the emerging unconventional resources, the 
proposed incremental exports are not anticipated to have any meaningful impact on the availability or pricing of 
domestic natural gas.   
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purchase agreements for the purpose of supplying natural gas feedstock for the exports 

contemplated by the CENTRICA SPA. 

3. Identification of participants in the transaction, and affiliations:

SPL is an indirect subsidiary of Cheniere Energy Partners, L.P. (“Cheniere Partners”), a

limited partnership majority owned by Cheniere Energy, Inc. (“Cheniere Energy”).  Cheniere 

Partners is a Delaware limited partnership with its primary place of business in Houston, Texas, 

and Cheniere Energy is a Delaware corporation with its primary place of business in Houston, 

Texas.  Cheniere Energy, both on its own accord and through Cheniere Partners, is a developer 

of LNG terminals and natural gas pipelines on the Gulf Coast, including the Sabine Pass LNG 

Terminal.  SPL is authorized to do business in the States of Texas and Louisiana.   

The parties to the CENTRICA SPA are SPL and CENTRICA.  CENTRICA is a public 

limited company organized under the laws of England and Wales, with a primary place of 

business in Windsor, United Kingdom.  CENTRICA is a multi-national energy company with 

operations in seven countries, including the United States, in numerous sectors, such as oil and 

gas exploration, electricity generation, natural gas distribution, and energy trading, among 

others. 

There is no corporate or other affiliation between SPL and CENTRICA.  

4. Terms of the transaction:

The terms of the CENTRICA SPA are entirely contained in the contract submitted herein

as Appendix A.  The price of LNG made available under the CENTRICA SPA consists of a two-

part rate: the first part reimburses SPL for the capital and operating costs of the facilities that will 

be constructed; and the second part reimburses SPL for the cost of fuel and feed gas purchased to 

satisfy loading nominations under the contract.  The CENTRICA SPA permits CENTRICA to 
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cancel nominated loadings with notice to SPL, thereby providing additional supply to the U.S. 

market in the event that natural gas prices increase above the net-back of world prices 

(considering shipping and delivery costs) as a result of reduced domestic production or above-

normal demand. 

The CENTRICA SPA has a primary term of 20 years from the date of first commercial 

delivery from the fifth LNG train, and may be extended for an additional ten-year term upon 

election by CENTRICA, subject to SPL obtaining the necessary licenses and authorizations 

(including extended export authorizations) required to effect the extension.  The remaining terms 

and conditions of the CENTRICA SPA are substantially similar to other sales and purchase 

agreements in the industry. 

5. Price adjustment mechanisms; competitiveness:

DOE issued its Policy Guidelines in 1984, delineating the criteria that DOE shall utilize

in reviewing applications for natural gas imports;21 the agency has applied these criteria in its 

review of applications for natural gas exports, as well.22  The Policy Guidelines provide that 

the “policy cornerstone of the public interest standard is competition.”23  Competitive 

import/export arrangements are therefore an essential element of the public interest and, so 

long as the sales agreements are set in terms that are consistent with competitively-determined 

prices of domestic natural gas, they should be considered to “largely” meet the public interest 

standard.24 

21 Policy Guidelines, 49 Fed. Reg. at 6684. 
22 See Phillips Alaska Nat. Gas Corp. & Marathon Oil Co., DOE/FE Order No. 1473, at 14 (Apr. 2, 1999) (citing 

Yukon Pac. Corp., DOE/FE Order No. 350, 1 FE ¶ 70,259, at ¶ 71,128 (1989)). 
23 Policy Guidelines, 49 Fed. Reg. at 6687. 
24 See id. 
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The CENTRICA SPA terms are consistent with competitively-determined prices.  The 

second part of the two-part contract sales price (as described above) is indexed to the monthly 

Henry Hub price index, the widely accepted proxy for the wholesale price of natural gas in the 

U.S.  If demand increases relative to available supply, the Henry Hub price will respond 

accordingly, and exports under the CENTRICA SPA will automatically incorporate this price 

during the subject month.  Since the decision to load or cancel will be made on the basis of the 

monthly Henry Hub price, the export price would adjust continuously in response to aggregate 

supply and demand signals in the U.S.   

6. Lack of national or regional need for the gas to be exported:

As discussed more fully in Appendix B, it is evident from the current and forecasted

supply/demand balance of natural gas in the United States that SPL’s request for authorization to 

export domestic natural gas production will not impinge on any national or regional need for the 

gas.25  Furthermore, the CENTRICA SPA is structured in such a way as to address changing 

market conditions in the unlikely event that future demand exceeds expectations.   

7. Environmental impact:

The potential environmental impact of the Liquefaction Expansion Project will be

reviewed by FERC as the lead agency in accordance with the Energy Policy Act of 2005, which 

amended the NGA to streamline the process for reviewing and approving natural gas projects, 

including LNG facilities.26  The Energy Policy Act of 2005 expressly provides FERC with lead 

agency status for the purposes of coordinating all applicable federal authorizations and 

25 See also See Sabine Pass Liquefaction, LLC, Application for Long-Term Authorization to Export Liquefied 
Natural Gas 50–54, DOE/FE Docket No. 10-111-LNG (Sept. 7, 2010) (explaining that supply/demand balance 
demonstrates the lack of regional/national need).   

26 See Pub. L. No. 109-508, § 311(b), 119 Stat. 594, 686 (2005) (codified at 15 U.S.C. § 717b(e)). 
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complying with the National Environmental Policy Act (“NEPA”).27  Consistent with these 

statutes, it is anticipated that DOE/FE will participate as a cooperating agency in FERC’s 

environmental review process for the Liquefaction Expansion Project.  DOE/FE has adopted 

regulations of the Council on Environmental Quality (“CEQ”) that govern its role as a 

cooperating agency in the NEPA process.28  DOE’s regulations provide that “DOE shall 

cooperate with the other agencies in developing environmental information.”29  CEQ’s 

regulations further provide for DOE/FE to adopt FERC’s findings so long as FERC has 

satisfactorily addressed any comments raised by DOE/FE during the cooperating agency 

process.30 

WHEREFORE, SPL respectfully requests that DOE/FE grant its request for authorization 

to engage in exports of domestically produced LNG from the Liquefaction Project pursuant to 

the terms and conditions of the CENTRICA SPA to (i) any nation that currently has or in the 

future develops the capacity to import LNG and with which the United States currently has, or in 

the future enters into, an FTA requiring the national treatment for trade in natural gas and LNG; 

and (ii) all countries that have not entered into an FTA with the United States requiring the 

national treatment for trade in natural gas, which currently have or in the future develop the 

capacity to import LNG, and with which trade is not prohibited by United States law or policy. 

SPL respectfully requests that the DOE/FE issue the FTA Authorization without modification or 

27 See 15 U.S.C. § 717n(b)(1). 
28 See 10 C.F.R. § 1021.103. 
29 See id. § 1021.342; see also 40 C.F.R. §§ 1501.6, 1508.5 (requiring that Federal agencies responsible for 

preparing NEPA analyses and documentation do so in cooperation with State and local governments and other 
agencies with jurisdiction by law or special, and providing that—upon request of the lead agency—any other 
Federal agency which has jurisdiction by law shall be a cooperating agency). 

30 See 40 C.F.R. § 1506.3. 
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Appendix B 

Further Discussion of the Projected Need for the Natural Gas to be Exported 

The Liquefaction Expansion Project is motivated by the improved outlook for domestic 

natural gas production owing to drilling productivity gains that have enabled rapid growth in 

supplies in the Gulf Coast region and elsewhere in the U.S.1  The inability of U.S. residential, 

commercial, industrial, and electric consumers to increase consumption quickly enough to offset 

growth in production has contributed to projections for sustained low prices for natural gas in the 

U.S.  Rapid growth in U.S. natural gas production has driven wellhead prices to historically low 

levels,2 resulting in decreased investment by the natural gas industry, as well as reductions in 

associated economic activity, landowner royalties, taxes and fee income.  

As provided in DOE Delegation Order No. 0204-111, domestic need for the natural gas 

proposed to be exported is “the only explicit criterion that must be considered in determining the 

public interest.”3  The sale of LNG to CENTRICA pursuant to the CENTRICA SPA is therefore 

in the public interest provided that such exports do not reduce the amount of natural gas available 

for domestic uses, which will be demonstrated below.  However, SPL also submits that the 

CENTRICA SPA supports and encourages the continued development of natural gas resources 

during times when domestic prices of natural gas are depressed, and subsidizes the production of 

a quantity of natural gas that can be deployed on short notice when and if market prices induce 

the cancellation of the export of LNG cargoes, thereby mitigating volatility that would otherwise 

                                                 
1 Domestic wellhead natural gas production in 2011 totaled 28.47 Tcf, the highest in U.S. history.  See U.S. 

Energy Information Admin. (“EIA”), Natural Gas Gross Withdrawals and Production, 
http://www.eia.gov/dnav/ng/ng_prod_sum_dcu_NUS_a.htm (last visited Mar. 25, 2013). 

2 Henry Hub natural gas futures on the New York Mercantile Exchange traded at times during 2012 at the lowest 
price levels seen since 2002.  See David Bird, US Gas: Futures Slip to Fourth-Straight New Decade Low on 
Glut, Dow Jones Energy Serv., Apr. 13, 2012. 

3 Phillips Alaska Nat. Gas Corp. & Marathon Oil Co., DOE/FE Order No. 1473, at 14 (Apr. 2, 1999). 
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arise and ensuring that domestic supplies will be available over the duration of commodity 

market cycles. 

The CENTRICA SPA was specifically constructed to respect the competitive natural gas 

market and ensure that CENTRICA has the opportunity to respond to price signals as well.  

Therefore, the export agreement functions in concert with the market, so that if additional gas 

supplies are required from participants that would otherwise consume gas, those supplies can be 

released to consumers that value it more.  The CENTRICA SPA, because it is constructed with a 

market mechanism that responds to the competitive natural gas market, never results in 

consumption of gas that would otherwise be required by the market. 

Furthermore, innovations in the market have resulted in the availability of potential 

supplies that far exceed market need for the foreseeable future.  Cheniere Energy previously 

commissioned a report by Advanced Resources International (“ARI”), U.S. Natural Gas 

Resources and Productive Capacity: Mid-2012 (“ARI Resource Report”),4 to assess the scope of 

domestic natural gas resources and their potential for future recovery.  The ARI Resource 

Report, as well as publicly-available information, demonstrates that the U.S. has significant 

natural gas resources available to meet projected future domestic needs, including the quantities 

contemplated for export under this Application.  In this regard, SPL submits that the need for 

natural gas that would be exported under the CENTRICA SPA is unequivocally supported by the 

existing and projected trends concerning U.S. gas demand and supply. 

                                                 
4 The ARI Resource Report was previously appended to a DOE export application filed by Cheniere Marketing, 

LLC.  See Cheniere Marketing, LLC, Application for Long-Term Authorization to Export Liquefied Natural 
Gas to Non-Free Trade Countries Ex. C, DOE/FE Docket No. 12-97-LNG (Aug. 31, 2012).  A 2010 version of 
the ARI Resource Report was previously submitted by SPL.  See Sabine Pass Liquefaction, LLC, Application 
for Long-Term Authorization to Export Liquefied Natural Gas Ex. D, DOE/FE Docket No. 10-111-LNG (Sept. 
7, 2010). 
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1. National Supply – Overview 

Domestic natural gas production has expanded rapidly in recent years as innovations in 

new drilling and completion technologies have increased productivity.  Since 2005, U.S. 

marketed natural gas production has grown approximately 27%, to 24.04 trillion standard cubic 

feet (“Tcf”) (65.9 Bcf/d) in 2011, representing the highest domestic production levels in U.S. 

history.5  Increased drilling productivity has enabled domestic production to continue expanding 

despite a recent reduction in capital deployed by industry in upstream development. 

The robust outlook for future increases in U.S. natural gas supply capacity has been 

reflected in recent industry evaluations.  Proved U.S. reserves of wet natural gas in 2010 

expanded by 33.8 Tcf to 317.6 Tcf, according to the EIA, representing the largest annual 

increase and the largest quantity of domestic proved natural gas reserves in U.S. history.6  The 

Potential Gas Committee of the Colorado School of Mines (“Potential Gas Committee”) in April 

2011 raised its prior estimates of the U.S. technically recoverable gas resource base by 61 Tcf to 

1,898 Tcf at year-end 2010, the highest resource evaluation in the group’s 46-year history.7  

Including 273 Tcf of established proved domestic natural gas reserves as of year-end 2009, the 

Potential Gas Committee determined that the U.S. possesses future available gas supply of 2,170 

Tcf.8  Most of the increase arose from the Potential Gas Committee’s reevaluation of gas plays in 

the Gulf Coast, Mid-Continent and Rocky Mountain areas.9 

                                                 
5 See EIA, Natural Gas Gross Withdrawals and Production, supra note 1. 
6 See EIA, U.S. Crude Oil, Natural Gas, and Natural Gas Liquids Proved Reserves, 2010, at 1 (Aug. 2012), 

available at http://www.eia.gov/naturalgas/crudeoilreserves/pdf/uscrudeoil.pdf. 
7 See Press Release, Potential Gas Committee, Potential Gas Committee Reports Unprecedented Increase In 

Magnitude of U.S. Natural Gas Resource Base, at 1, 2, 6 (Apr. 27, 2011), available at 
http://potentialgas.org/download/pgc-press-release-april-2011.pdf. 

8 See id. at 2, 6. 
9 See id. at 2. 
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The Reference Case of EIA’s recent Annual Energy Outlook 2013 Early Release (“AEO 

2013”) lends further support that the domestic natural gas resource base continues to expand 

rapidly.10  The AEO 2013 Reference Case forecasts that domestic dry natural gas production will 

increase by an average 1.3% per year through 2040, compared to expectations for long-term 

annual production growth of 1.0% in the Reference Case of EIA’s previous Annual Energy 

Outlook 2012.11  The AEO 2013 Reference Case predicts that U.S. dry natural gas production 

will total 33.14 Tcf (90.8 Bcf/d) by 2040, an increase of 10.14 Tcf (27.8 Bcf/d), or 44%, from 

production levels of 23.0 Tcf (63.0 Bcf/d) in 2011.12  

The ARI Resource Report provides additional independent analysis of the unconventional 

natural gas resource base in the U.S. to supplement publicly available information on 

conventional onshore and offshore gas resources.  ARI estimates that the U.S. possesses 

technically recoverable natural gas resources totaling 2,915 Tcf, including 1,904 Tcf of proved 

and technically recoverable unconventional gas resources plus 1,011 Tcf of recoverable 

conventional resources identified by EIA.13  Of this total, 318 Tcf represent proved natural gas 

reserves and 2,597 Tcf comprise undiscovered or inferred resources.14  Unconventional gas-

bearing formations account for 65.3% of technically recoverable domestic gas resources and 

                                                 
10  EIA, Annual Energy Outlook 2013 Early Release (Dec. 2012), available at 

http://www.eia.gov/forecasts/aeo/er/pdf/0383er(2013).pdf [hereinafter AEO 2013]. 
11  Compare EIA, AEO 2013 Early Release Overview Table A1, Total Energy Supply and Disposition Demand, 

available at http://www.eia.gov/forecasts/aeo/er/pdf/tbla1.pdf with EIA, Annual Energy Outlook 2012 131 
Table A1 (June 2012), available at http://www.eia.gov/forecasts/aeo/pdf/0383(2012).pdf. 

12  EIA, AEO 2013 Early Release Overview Table A13, Natural Gas Supply, Disposition and Prices, available at 
http://www.eia.gov/forecasts/aeo/er/pdf/tbla13.pdf [hereinafter AEO 2013 Table A13]. 

13 ARI, U.S. Natural Gas Resources and Productive Capacity: Mid-2012 (Aug. 23, 2012), at 10 Table II-1 
[hereinafter ARI Resource Report]. 

14 Id. 
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include 1,219 Tcf of recoverable reserves from shale, 561 Tcf from tight sandstones, and 124 Tcf 

from coalbed formations.15 

ARI’s assessment of 2,915 Tcf of recoverable domestic natural gas reserves represents an 

increase of 330 Tcf, or 12.7%, from its resource estimate of 2,585 Tcf provided in August 

2010.16  The ARI Resource Report notes that estimates of recoverable natural gas in the U.S. 

have continued to grow due to (i) improvements in drilling and oilfield service technologies that 

have expanded the quantity of natural gas resources that can be commercially recovered in 

established unconventional basins; (ii) the addition of previously unidentified unconventional 

resources that have been demonstrated as productive through drilling and development 

activities;17 and (iii) growth in estimates of associated natural gas resources in emerging 

unconventional fields rich in petroleum liquids.18 

ARI’s assessment of 2,915 Tcf of technically recoverable resources represents 

approximately 120 years of supply at recent domestic demand levels.  Furthermore, ARI projects 

that technology gains will continue to drive production costs lower and augment recoverable 

natural gas reserves in the future.  Remaining recoverable domestic unconventional gas 

resources, for example, are projected to increase 17.7%, or 216 Tcf by 2035 to 1,435 Tcf from 

their current assessment of 1,219 Tcf, due to steady improvements in well performance and 

                                                 
15 Id. 
16 Compare id. with ARI, U.S. Natural Gas Resources and Productive Capacity (Aug. 26, 2010), at 8 Table II-1. 
17 ARI specifically identifies the Utica, Niobrara, Avalon, Wolfcamp and Woodford (Cana) formations as new 

plays that have been successfully delineated by exploratory drilling and demonstrated as productive, and 
therefore contribute to updated resource estimates since 2010.  Other unconventional plays, including the 
Collingswood, Mancos, Baxter, Tuscaloosa and Brown Dense, are not included in current estimates but could 
be demonstrated as productive by future industry investment.  ARI Resource Report, at 12. 

18 Id. at 3. 
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technology progress.19  The cumulative quantity of exports requested pursuant to this 

Application would represent only 0.93% of the additional resources that ARI projects will be 

gained through technological progress over the course of the forecast period. 

The ARI Resource Report and publicly available information demonstrate that the U.S. 

has sufficient natural gas resources available at modest prices to meet projected domestic 

demand over the next 25 years.  Further, the ARI Resource Report establishes that the 

availability of new natural gas reserves is likely to continue expanding into the future as new 

unconventional formations are discovered and the oil and gas industry continues to improve 

drilling and extraction techniques. 

2. National Natural Gas Demand 

In the AEO 2013 Reference Case, EIA predicts the domestic market to grow at a 0.7% 

annual rate over the next 30 years, expanding to 29.54 Tcf (80.9 Bcf/d) in 2040 from 23.78 Tcf 

(65.1 Bcf/d) in 2010.20   

a. Industrial Sector 

Consumption of natural gas by U.S. industrial end-users is projected to see limited 

expansion through 2040.  The AEO 2013 Reference Case projects U.S. industrial sector demand 

will grow an average of 0.5% annually to total 7.9 Tcf (21.64 Bcf/d) in 2040 from 6.52 Tcf (17.9 

Bcf/d) consumed in 2010.21   

b. Residential and Commercial Sectors 

EIA is forecasting a contraction in future residential consumption of natural gas as 

customer growth is offset by efficiency gains and household migration to milder climates.  U.S. 

                                                 
19 Id. at 11. 
20 AEO 2013 Table A13, supra note 12.   
21 Id. 
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residential natural gas demand is forecast in the AEO 2013 Reference Case to decline an annual 

average of -0.5% to 4.14 Tcf (11.3 Bcf/d) in 2040 from 4.78 Tcf (13.1 Bcf/d) in 2010.22 

Commercial sector natural gas use is projected to experience modest annual growth of 

0.4% in AEO 2013, reaching 3.60 Tcf (9.9 Bcf/d) in 2040 from 3.10 Tcf (8.5 Bcf/d) in 2010.23   

c. Electricity Sector 

Demand by the electric generating sector is forecast in the AEO 2013 Reference Case to 

increase an average of 0.8% per year, expanding to 9.5 Tcf (26.0 Bcf/d) in 2040 from 7.39 Tcf 

(20.2 Bcf/d) in 2010.24   

d. Transportation Sector 

Natural gas consumed for residential and commercial transportation accounts for a small 

portion of domestic demand.  In 2011, 32.25 Bcf of natural gas was used in the U.S. for vehicle 

fuel, or approximately 0.1% of the total U.S. gas market of 24.37 Tcf.25  From this small base, 

EIA in its AEO 2013 Reference Case forecasts that transportation sector demand will grow 

11.9% annually to 1.04 Tcf (2.9 Bcf/d) in 2040.26   

3. Supply-Demand Balance Demonstrates the Lack of National Need 

Trends in the U.S. natural gas market make evident that there is little, if any, domestic 

need for the natural gas that would be exported as a result of the requested authorization.  U.S. 

natural gas production has been growing at more than twice the rate of domestic demand growth 

                                                 
22 Id. 
23 Id. 
24 Id. 
25 See EIA, Natural Gas Consumption by End Use, http://www.eia.gov/dnav/ng/ng_cons_sum_dcu_nus_a.htm 

(last visited Mar. 25, 2013). 
26 See AEO 2013 Table A13, supra note 12. 
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since 2005.27  The inability of the U.S. market to absorb incremental supplies has slowed 

investments in natural gas development and forced the shut-in of actively producing wells in 

marginal natural gas fields, creating spare capacity and non-productive resources.28  These trends 

demonstrate that available natural gas reserves exceed current demand, and that future resources 

exist well in excess of projected long-term domestic needs. 

The AEO 2013 Reference Case provides that domestic demand growth for natural gas 

will average 0.7% annually over the next 30 years, leading to a domestic market of 29.54 Tcf by 

2040.29  Over this same period of time, domestic natural gas production is projected to grow by 

1.3% per year on average, or approximately twice the rate of growth in domestic natural gas 

demand.30  The EIA anticipates that the U.S. will become a net exporter of natural gas after 

2020.31  Domestic natural gas production is expected to exceed domestic consumption by 3.60 

Tcf (9.9 Bcf/d) by 2040.  This surplus of deliverable supply in excess of foreseeable U.S. market 

needs demonstrates that resources are available for export and would not interfere with the public 

interest. 

The ARI Resource Report further establishes that available natural gas resources will 

exceed future domestic needs, and that spare productive capacity will remain available to meet 

future demand.  The ARI Resource Report examines its natural gas resource assessment in the 

                                                 
27 Numerous articles have documented the widespread shut-in of natural gas in 2012 due to prices and later the 

impact on producers’ reserves and valuations.  See, e.g., Encana reverses loss, will shut in 600,000 Mcf/d, Gas 
Daily, Apr. 26, 2012, at 1; Chesapeake Slashes Gas Drilling, Production, Oil Daily, Jan. 24, 2012, at 1; Low 
U.S. natural gas price seen sapping reserves, valuations, Reuters, Jan. 18, 2013, at 1. 

28 Proved non-producing natural gas reserves in the U.S. totaled 113.4 Tcf in 2010, the largest in US history.  See 
EIA, Proved Nonproducing Reserves, http://www.eia.gov/dnav/ng/ng_enr_nprod_a_EPG0_R9908_Bcf_a.htm 
(last visited Mar. 25, 2013). 

29 AEO 2013 Table A13, supra note 12. 
30 Id. 
31 Id. 
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context of the EIA’s demand Reference Case in AEO 2012 for the U.S. natural gas market 

through 2035.  Using the AEO 2012 reference outputs and holding all other variables constant, 

ARI used its Technology Model for Unconventional Gas Supply to re-assess the outlook for 

domestic natural gas productive capacity in light of EIA’s projected track for future U.S. natural 

gas prices.32 

The substitution of ARI’s productive capacity is appropriate given that EIA historically 

has underestimated the future contributions of unconventional gas to domestic markets.  As 

recently as the 2010 Annual Energy Outlook, EIA projected unconventional gas production by 

2035 would reach 16.5 Bcf/d, a level actually achieved in 2011.  In its 2011 Annual Energy 

Outlook, EIA predicted unconventional gas production of 15 Bcf/d in 2011, compared to actual 

unconventional gas production levels of 18 Bcf/d for 2011. 

ARI estimates U.S. unconventional gas productive capacity alone will grow to 86.3 Bcf/d 

in 2035 from 42.5 Bcf/d in 2011.33  ARI subsequently merged its unconventional productive 

capacity findings with the AEO 2012 projections for conventional domestic dry production.  The 

combined data demonstrate that U.S. natural gas productive capacity would grow to 103.0 Bcf/d 

in 2035 from 65.3 Bcf/d in 2011 at the future market price track previously forecast by EIA, an 

increase of 57.7%.34  The rate of growth in domestic productive capacity would well exceed EIA 

expectations for future U.S. demand growth of 0.4% annually presented in its AEO 2012 

Reference Case.35  Under the modified supply case presented by ARI, domestic natural gas 

32 See ARI Resource Report, at 24. 
33 Id. 
34 Id. 
35 See id. at 27, 30. 
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productive capacity would exceed projected U.S. demand by 6.6 Bcf/d in 2015, 10.3 Bcf/d in 

2025, and 27.3 Bcf/d in 2035.36 

The AEO 2013, ARI Resource Report, and other publicly-available information 

demonstrate that the U.S. has sufficient natural gas resources available at modest prices to meet 

projected domestic demand over the term of the CENTRICA SPA.  These reports establish 

further that the availability of new natural gas reserves is likely to continue expanding into the 

future as new unconventional formations are discovered and the oil and gas industry continues to 

improve drilling and extraction techniques.  This anticipated future surplus of deliverable supply 

in excess of domestic needs demonstrates that the resources proposed for export under the 

CENTRICA SPA are not required to meet domestic needs. 

4. Price Impacts 

The natural gas industry has benefited in recent years from the completion of numerous 

econometric studies by EIA and other third-party analysts that project the impact on domestic 

natural gas markets that would result from future LNG exports.  Most recently, the NERA Study 

concluded that initial price impacts associated with LNG exports would likely range from zero to 

$0.33 per Mcf, and that the largest price impacts after five years of growing LNG exports would 

range from $0.22 to $1.11 per Mcf.37  The high end of this range would result from an extreme 

demand scenario under which large volumes of export capacity are added at a rapid rate owing to 

a global demand shock that occurs in conjunction with restrictions on supplies into the 

international market from other LNG producing nations.38   

                                                 
36 Id. at 25. 
37 See NERA Economic Consulting, Macroeconomic Impacts of LNG Exports from the United States 2 (Dec. 3, 

2012), available at http://www.fossil.energy.gov/programs/gasregulation/reports/nera_lng_report.pdf 
[hereinafter NERA Study]. 

38  See id. at 2, 16. 
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SPL has detailed several assumptions used in the NERA Study that serve to overstate the 

price impacts associated with LNG exports.39  Specifically, the NERA Study is calibrated based 

on the assumptions used by the EIA in its Annual Energy Outlook 2011 (“AEO 2011”)40 for all 

modeling scenarios, including those for future domestic natural gas recovery costs, delivered 

prices and resource availability.  More recent information released by the EIA in AEO 2013 

indicates a more favorable outlook for supply and prices that support not only exports but also 

additional domestic demand.  Namely, the AEO 2013 forecasts that greater volumes of domestic 

natural gas supplies will be available to consumers at lower prices than identified by the AEO 

2011: by 2035, domestic gas production is projected to be 5.0 Tcf, or 18.5% greater than the 

quantity estimated in AEO 2011, while average wellhead prices between the years 2015 and 

2035 are estimated to be approximately $1.00, or 17.3% lower than the values incorporated in 

the NERA Study.41 

The revisions contained in EIA’s long-term outlook make clear that larger volumes 

of natural gas have been identified and are available to meet consumer demand at lower prices 

than forecast by the NERA Study. It stands to reason that the impact of price fluctuations 

associated with LNG exports or any other form of market expansion would be lower than 

suggested by NERA.   

                                                 
39 See Ltr. from Charif Souki, Chairman & CEO, Cheniere Energy, Inc. to Hon. Steven Chu, Sec’y, DOE 4–7 

(Jan. 24, 2013), available at 
http://www.fossil.energy.gov/programs/gasregulation/authorizations/export_study/mccallum_george_em01_24
_13.pdf. 

40  See EIA, Annual Energy Outlook 2011 (Apr. 26, 2011), http://www.eia.gov/forecasts/archive/aeo11/index.cfm 
(last visited Mar. 25, 2013). 

41 Compare AEO 2013 Table A13, supra note 12 with AEO, Annual Energy Outlook 2011 Reference Case Table 
13, Natural Gas Supply, Disposition and Prices, 
http://www.eia.gov/forecasts/archive/aeo11/data.cfm?filter=natural_gas#natural _gas (last visited Mar. 25, 
2013). 
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DOE should also consider the broader conclusions of the AEO 2013, with a focus 

on those findings that are relevant to projected quantities of both natural gas supply and 

demand in the U.S. Specifically, the EIA’s latest forecast predicts that: domestic natural gas 

production will grow at nearly twice the rate as natural gas demand through 2035;  domestic 

supply will exceed consumption by 2020, resulting in the U.S. becoming a net exporter of 

natural gas; and expansions in domestic and international markets are achievable at lower 

prices than previously estimated.    Outlooks from the EIA and industry experts will continue 

to change  over time as institutional knowledge of the U.S. unconventional resource base 

grows and new technologies are applied that reduce exploration and recovery costs. But the 

trend, supported by the latest data in the AEO 2013 forecast, lends support to the conclusion 

that the U.S. natural gas resource base is growing, recovery costs for available resources are 

falling, and that recoverable resources are more than sufficient to meet future domestic needs, 

including LNG exports.  
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