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Curbing U.S. LNG
Growth, FERC Says

BY JEFFBEATTIE

Despite widespread hope that imports will
casc tight gas markets this winter, the United
States will be unable to boost liquefied
natural gas impotts substantially any time
soon because consurners abroad seem willing
to outbid U.S. LNG purchasers and because
liquefaction plants worldwide are badly
strained, according to FERC staff.

Although some policymakers and consum-
ers assume the LNG bottieneck for the United
States is a lack of U.S. import capacity, “that
is exactly untrue,” said FERC Chairman Joe
Kelliher at a commission meeting Thursday.

In fact, “...cxport capacity is currently less
than import capacity,” he said, summarizing a
presentation that Federal Energy Regulatory
Commission staff had just completed on the
outlook for winter fuck supplies.

In the presentation, FERC staff said: “The
prime impediment to increased imports is the
amount of available worldwide liquefaction
[export] capacity.”

FERC staff said capacity of overscas
liquefaction plants—where gas is chilled and
pressurized for tanker transport—-is half that
of global re-gasification terminals, where the
imported gas is vaporized for delivery into
domestic pipelines.

A secondary problem, said FERC staft, is
that most U.S. LNG purchasers have been
buying LNG under short-term contracts, while
overseas buyers have been more willing to
lock up supply with long-term purchases.

“These cxisting arrangements...and the
wiltingness of nen-U.S. LNG consumers to, in
some cascs, outbid U.S. entities for excess
LNG cargoes demonstrates again that
capacity holders in U.8. LNG facilities need to
negotiate LNG supply contracts with longer-
term commitments,” says the winter fuels
report.

In some cases, FERC staff said, overseas
LNG purchasers outbid U.S. buyers because
they are regulated utilitics operating under
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DOE Moves On Nuke
‘Risk Insurance’ Plan

BY GEORGE LOBSENZ

The Energy Department last week moved toimplement nuclear
“riskinsurance” provisions of the 2005 energy law, but confessed
considerable uncertainty about what sort of regulatory and legal
delays warranted federal payments te utilities to cover additienal
costsincurred in building and starting up new reactors.

In an initial rulemaking notice sceking comment from interested
parties, a rather tentative DOE took opening positions on only a
handful of issues. For example, it said it did not plan to sign even
preliminary agreements with utilities to provide risk insurance ben-
efits until they apply for construction and operating licenses.

The department also suggested deals could be canceled if utilities
do not follow through on projects. DOE noted that, by law, the risk
insurance plan can only be offered to the first six reactors to be built,
and the department said it would like to be able to reassign the
benefits if an initial project flagged.

DOE floated those proposals Thursday in a notice of inquiry (NOT)

(Continued on page 3)

Senate Tax Cut Bill Faces
Veto Over Oil Provision

BY CHRIS HOLLY

Budget reconciliation legiskation approved by the Senate Thurs-
day faces a veto threat from the White House, which said late
Thursday it opposes a provision that would disallow an accounting
practice used by oil producers to lower their tax bills—a change in
policy the White House said amounts to a tax increase on the
industry.

The Senate late Thursday night approved a $59.6 billion tax cut
package as part of its reconciliation cffort, but only after Senate
leaders—bowing to pressure from Sen. Olympia Snowe (R-Maine}—
agreed to remove a proposed extension of a cut in the capital gains
tax. Senate conservatives vowed to restore the extension when the
bill moves to a House-Senate conference committee.

In a statement of administration policy issued late Thursday, the
White House said it “opposes the provision in the bill that would
disallow use of the last-in, first-out {LIFO) method of accounting for
certain taxpayers.

“This provision would result in a retroactive tax increase by
changing a long-accepted accounting practice. The president’s
senior advisors would recommend the president veto the bill if this
proviston remains in the final legislation.” (Continued on page 4j
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