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Liquefied natural gas (LNG) is natural gas (primarily methane) that has been liquefied by
reducing its temperature to minus 260 degrees Fahrenheit. It can be compressed, stored
and transported over long distances, by ship; and then stored on land in specially-
designed storage facilities. The liquefied gas can then be reheated, converted to vapor,
and injected into a pipeline system, for distribution throughout a gas system. It can also
be transported to local utility storage tanks viatruck.

LNG has traditionally been used for supplemental supplies, particularly for winter peak
periods. It isalso important in particular areas (like parts of New England) to help
maintain system pressures at different points of the regional natura gas system. It has
increasingly become a basel oad fuel with multiple applications.

There has been growing interest in LNG in the last few years in the region and nationally
- to meet growing demand for natural gas, and to provide supply flexibility to an
increasingly competitive natural gas and energy marketplace.

LNG has an excellent safety record in all its facets - shipping, trucking and storage. The
Northeast Gas Association (NGA) runs an annual program with the Massachusetts
Firefighting Academy on LNG. The school has been in operation over 20 years, training
personnel from utilities, pipelines, and local fire departments.

U.S. Import Facilities
There are currently 4 on-shore LNG import facilities in the continental U.S., in the
following states:

= Everett, Massachusetts (DistrigasySUEZ LNG NA)
= Cove Point, Maryland (Dominion)

= Elbaldand, Georgia (El Paso)

= Lake Charles, Louisiana (CMS Energy)

The MA and LA facilities have been operating for decades; the other two were reopened
in recent years after being inactive for severa years.

A fifth import facility, located offshore Louisianain the Gulf of Mexico, operated by
Excelerate, went into operation in 2005.



In addition, there are several proposals for new receiving terminals throughout North
America- coastal U.S. (including New England, New Jersey and New Y ork), Canada and
Mexico.

Thereis one LNG export terminal in the U.S., located in Alaska; its export market is
Japan.

The leading supply areasto the U.S., ranked by volume, 2005, were:

= Trinidad & Tobago
= Algeria

» Egypt

= Malaysia

= Nigeria

Use of LNG in the Northeast

LNG isamajor fuel for New England - providing nearly 30% of daily peak supply in the
winter. LNG provided about 20% of New England's total gas supply in 2006, according
to U.S. Department of Energy statistics.

There is no underground storage located in New England, for geological reasons. LNG is
an important part of the region's supply and deliverability network.

There are liquefaction and satellite storage tanksin localities in the region that are owned
and operated by the local distribution companies (LDCs).

In 2006, according to NGA, the LNG storage capacity in New England among the local
distribution companies (LDCs) was 15 Bcf (which does not include the storage at the
Distrigas terminal). V aporization capacity for daily sendout was approximately 1.3
Bcf/day; and liquefaction capability by the LDCs was 45,000 MM Btu/day.

LNG isaso important to New Y ork's natural gas market, particularly in the downstate
area, athough not nearly to the extent asin New England. (Unlike New England, New

Y ork has underground storage, and is well-situated to the even larger gas storage fieldsin
Pennsylvania and Ontario.)

LNG in New York is obtained by liquefaction of pipeline gas. Two LDCs maintain LNG
peak-shaving plants. The facilities provide service area system reliability as well as assist
in meeting Peak Day Requirements. These facilities have storage capacity of
approximately 3.2 Bcf, liquefaction capability of 16,800 Mcf/day, and a vaporization rate
of approximately 26,100 Mcf/hr.

LNG isaso utilized by several LDCsin New Jersey, with total state storage capacity of
about 3.5 Bcf.

About LNG, February 2007, Northeast Gas Association
Page 2



About SUEZ L NG NA / Distrigas

The LNG importer to the New England region is SUEZ Energy Resources NA. Its
subsidiary is Distrigas of Massachusetts (also known as DOMAC).

Theregion'simport facility is the Distrigas of Massachusetts facility in Everett, MA. It
has storage of 3.4 billion cubic feet (Bcf). The terminal's maximum installed vaporization
capacity was recently increased, to one billion cubic feet per day; on a sustainable basis,
the vaporization capacity is approximately 700 million cubic feet per day. DOMAC aso
has sendout capability of 100,000 MM Btu/day by truck. The terminal is connected to the
interstate pipeline network and to KeySpan's local distribution system. Furthermore, in
the spring of 2003, a nearby power plant with two units, with total nameplate capacity of
about 1,600 megawatts, entered service, fueled by LNG from the DOMAC facility.

In May 1999, Distrigas received itsfirst shipments of LNG from the Atlantic LNG
Project, from Trinidad & Tobago in the Caribbean. Distrigas holds a 20-year contract for
60% of the plant's design capacity of approximately 400 million cubic feet per day.
Further finds in this Caribbean region indicate substantial reserves (perhaps as much as
65-70 trillion cubic feet). A fourth production train at the Atlantic LNG facility in
Trinidad went into operation in December 2005.

LNG Importsto New England

According to datafrom the U.S. Department of Energy, Office of Natural Gas Import and
Export Activities, in 2006 Distrigas imported 176 Bcf, a new annual record (exceeding
the previous record of 174 Bcf in 2004).

LNG importsinto New England have risen substantially in recent years: 176 Bcf in 2006
compared to 37 Bcf in 1998.

The U.S. Department of Energy reports that LNG represented about 14% of total U.S.
natural gas importsin 2005, compared to 5.6% of the U.S. total in 2002. LNG
represented about 3% of all U.S. natural gas consumption in 2005.

Future Potential of LNG
In a December 2001 report on U.S. natural gas markets, the U.S. Energy Information
Administration (EIA) included the following observations about LNG:

"LNG has becomes a more viable source of future natural gas supply because of
the extent of world natural gas resources and the significant decline in LNG costs
in all segments of the supply chain.”

= "Between 1996 and 2000 the cost of a new [LNG] tanker dropped by
approximately 30 percent. The construction costs for regasification terminals have
seen similar decreases. Because of the capital-intensive nature of LNG trade,
more than 70 percent of the cost of regasified, delivered natural gasis made up of
processing and transportation costs."

= "Theresults of EIA's analysis suggest that increased imports of LNG could have a
positive effect on U.S. natural gas markets, especially in an environment of high
demand. LNG can meet demand that otherwise would have to be met by higher
costs sources, thus tempering price increases.”

In a January 2003 report, EIA noted, among other points:
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= "[I]n New England and the coastal areas of the Middle Atlantic states, where
underground storageis lacking, LNG isacritical part of the region’s supply
during cold snaps."

= "LNG facilities throughout the world generally have had an excellent safety
record."

= "The need for additional supply sourcesto meet projected U.S. demand generally
coincides with numerous developments in LNG trade on aworldwide basis. These
developments include lower liquefaction costs as well as lower shipping costs.
LNG storage facilities will also continue to be important in meeting peak demand
needs of local utilities and as away to store gas until needed.”

In January 2007, the U.S. Energy Information Administration (EIA) released a paper
entitled: “U.S. LNG Imports— The Next Wave.” Among the observations:

“ After substantial increases early this decade (including more than doubling between
2002 and 2003), the volume of LNG imports has decreased over the past 2 years.
LNG still accounts for less than three percent of total U.S. natural gas supplies, but
the global market is growing, and EIA foresees another wave of U.S. LNG import
growth over the next 2 years.”

“Recent competition from buyers in Western Europe and Asiafor LNG cargoes has
resulted in LNG prices exceeding the corresponding natural gas market pricein the
United States. During periods of high global LNG demand and rising prices, LNG
cargoes will continue to be diverted to countries that are more willing to pay the
highest prices. However, increasing global LNG supplies will ease price pressure in
the world market over time, and as aresult the United States will likely attract a
greater share of available NG cargoes.”

Recently-Proposed L NG Terminal for Northeastern North America

Severa proposals have been announced for import terminals for liquefied natural gas
(LNG) in Northeastern North America.

A map of the various project proposalsis found on the next page.
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EXisting & Proposed LNG |
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There are several proposals to supply LNG to the
Northpast U.S. and Eastern Canadian markets
through new import terminals. As of Dec. 2006, 2
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Proposed Terminals
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Crown Lawme, Logan Township, NJ: 1.2 Bcf/d (BP)
Safe Harbor'Energy, off south shore, Long Island, NY: 1 Bcf/d (Atlantic

Distrigas Sea Island Group)
HEW YORK terminal, Everett, ;B“:zagr\:\;allltﬂsEgirsgé, S;fvsvr;?)re Long Island, NY: 1 Bcf/d (TransCanada
M meert ] KeySpan LNG, Providence, RI: 0.5 Bcf/d (KeySpan & BG LNG)

Shice porl ,‘ Weaver’s Cove LNG, Fall River, MA: 0.4 to 0.8 Bcf/d (Hess LNG)

AES Battery Rock, Outer Brewster Island, Boston Harbor: (AES Corp.)
Neptune LNG, Off Cape Ann, MA: 0.4 Bcf/d (SUEZ Energy Resources)
Northeast Gateway Project, Off Cape Ann, MA: 0.4 Bcf/d (Excelerate
Energy)

BP Consulting LNG, near Calais, ME: (BP Consulting LLC)

Quoddy LNG, Pleasant Point, ME: 0.5 Bcf/d (Quoddy Bay LLC)
Downeast LNG, Robbinston, ME: 0.5 Bcf/d (Kestrel Energy Partners)
Canaport LNG, St. John, NB: 0.75 to 1 Bcf/d (Irving Oil, Repsol)
Maple LNG, Goldboro, NS: 1.0 to 2.0 Bcf/d (Keltic Petrochemicals,
4Gas, Suntera)

Map source: U.S. FERC; Updated by 14. Bear Head LNG, Point Tupper, NS: 0.75 to 1 Bcf/d (Anadarko)

NGA based on public information as of 15. Rabaska, Levis-Beaumont, QU: 0.5 Bcf/d (Gaz Métro, Gaz de France,
12-06. Locations approximate. Not all Enbridge)

pipeline systems shown. 16. Gros Cacouna Energy, QU: 0.5 Bcf/d (TransCanada, Petro-Canada)
17. Grassy Point LNG, Placentia Bay, NL (Newfoundland LNG Ltd.)

PENNSY VAN A

D ELHS
WIEST WIRGINIA DISTRICT Ciﬁl

LNG is seen asthe best option for increasing U.S. natural gas suppliesin the near to mid-
term.

LNG is seen as not only providing needed supply, but also helping to mitigate the recent
volatility in commodity pricesin national natural gas markets. This aspect of the issue
was addressed by former Federal Reserve Board Chairman Alan Greenspan, in a speech
in April 2005. Among his observations:

e “Thedifficulties associated with inadequate [natural gas] domestic supplies will
eventually be resolved as consumers and producers react to the signals provided by
market prices. Indeed, the processis aready under way. Asaresult of substantial
cost reductions for liguefaction and transportation of LNG, significant global tradein
natural gasisdeveloping. Thisactivity has accelerated sharply over the past few
years as profitable arbitrage has emerged in natural gas prices across international
markets.”
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e “Thelarger question, of course, iswhat will increased world trade in LNG and
expanded U.S. import capacity do to currently uncompetitive natural gas pricesin the
United States? During the past couple of years, when U.S. prices of natural gas
hovered around $6 million Btu, import prices of LNG in Europe have ranged between
$2 and $4 per million Btu, and those in Japan and K orea have generally been between
$3 and $5 per million Btu. Estimates of production and delivery costs of LNG to
North America appear to hover around $3 per million Btu. In the short run, exporters
to the United States are likely to receive our domestic price, currently above $7 per
million Btu. But unless world gas markets tighten aggressively, competitive
pressures will arbitrage the U.S. natural gas price down, possibly significantly,
through increased imports.”

e “Inaddition to increased supplies from abroad, North America still has numerous
unexploited sources of gas production. Significant quantities of recoverable gas
reserves are located in Alaska and the northern territories of Canada. Negotiations
over the construction of pipelines connecting these northern suppliesto existing
delivery infrastructure are currently under way.”

The Need for New L NG Suppliesin the Northeast

The Northeast Gas Association (NGA) urges the addition of new infrastructure in the
Northeast region to support additional LNG imports and supplies. LNG, along with
traditional North American supplies and efficiency, is essential to helping the region meet
the demand for natural gas, and to addressing price impacts.

NGA notes eight fundamental reasons that highlight the value of additional LNG in the
Northeast region:

¢ Provides needed supply

Backfeeds existing delivery system

Supplements regional pipeline system

Increases diversity of supply sources

Strengthens region’ s energy security

Helps mitigate price volatility

Contributes to economic growth

Contributes to improved environmental air quality.
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