August 15, 2022
To:

U.S. Department of Energy

Subject:

Draft Supplemental Environmental Impact Statement for the Alaska
Liquefied Natural Gas Project (DOE/EIS-0512-S1)

The Institute for Policy Integrity at New York University School of Law1 (Policy
Integrity) respectfully submits this comment letter on the Department of Energy’s Draft
Supplemental Environmental Impact Statement for the Alaska LNG Project (the Project).2 Policy
Integrity is a non-partisan think tank dedicated to improving the quality of government decisionmaking through advocacy and scholarship in the fields of administrative law, economics, and
public policy. Policy Integrity frequently submits comments to federal agencies on the
consideration of climate change impacts under the National Environmental Policy Act and
Natural Gas Act.
The Department expressly conducted this supplemental analysis to “more fully evaluate
. . . [greenhouse gas] emissions of exporting LNG from the proposed Project” and in recognition
of the President’s priorities to address climate change.3 Its lifecycle analysis, however, is not up
to this task. While the Department concludes that the Project would reduce total greenhouse gas
emissions4—a conclusion that some politicians and project proponents have emphasized to
bolster their support5—its lifecycle analysis applies obviously flawed assumptions and cannot
reasonably be interpreted to offer meaningful insight into the Project’s effects on net
greenhouse gas emissions. The Department should not reach conclusions about the Project’s
total climate impacts based on this lifecycle analysis—nor should it apply a similar methodology
for future export projects.
Under the Natural Gas Act, the Department has broad authority to assess whether a
proposed export license is “consistent with the public interest.”6 As part of that determination,
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the Department should consider the environmental impacts of the proposed export project,
including effects on climate change.7 Case law from the U.S. Court of Appeals for the D.C.
Circuit strongly indicates that the Department must look at full lifecycle emissions and not limit
its analysis to direct emissions from the transport itself.8 Yet as explained below, the
Department’s analysis for the Project improperly focuses on direct transport emissions,
while effectively ignoring the Project’s effect on total emissions including downstream and
upstream emissions.
This is because the Department’s lifecycle analysis rests on a simple and erroneous
assumption: That if the Project is not completed, the same amount of liquefied natural gas would
continue to be supplied to the same destination countries, using existing export terminals.9 That
assumption drives the results: Because the modeled destination countries in East Asia are closer
to Alaska than the Gulf Coast (where most existing export terminals are located), if the Project is
completed then export spans a shorter distance and thus results in lower direct emissions. Other
relevant and potentially confounding factors—such as the effects of the Project on supply,
demand, consumption, and the energy mix in the destination countries—are not integrated into
the lifecycle analysis.10 That is, the primary variable being used to compare alternatives is the
emissions from producing and transporting LNG, inappropriately cabining the analysis.11
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As confirmed both by empirical evidence and economic principles, the Department’s
assumption that the Project will not affect natural gas supply and consumption is
unreasonable. Empirically, two facts particularly dispel the Department’s assumption about
displaced supply. For one, existing LNG export terminals are already operating near capacity.12
And second, as U.S. export capacity has rapidly increased in recent years, actual exports have
kept pace.13 The Department’s assumption that existing terminals will simply absorb the supply
expected from the Project is entirely inconsistent with these facts. In reality, the addition of new
U.S. export capacity through the Project is very likely to increase actual exports—an important
factor that the lifecycle analysis disregards.
Economic theory is consistent with this empirical evidence and further dispels the
assumptions underlying the Department’s lifecycle analysis. In particular, economic theory
counsels that the addition of natural gas to the market will increase the total supply of natural
gas, increase consumption, and potentially exacerbate climate change.14 That additional supply
could partially displace more carbon-intensive fossil fuels (such as coal), but particularly over
the long-term, the additional supply could also partially displace carbon-free renewable energy
sources.15 Increased exports also partially displace forgone consumption, likely producing an
increase in total energy consumption.16 These effects can be far more significant than the
transportation-related effects upon which the Department’s analysis focuses.17
Moreover, even if the Department were correct that the same natural gas would flow
to the same destination countries if the Project were not approved—which is highly
suspect, for the reasons discussed above—there would still be an impact on consumption
longer than the route from Alaska to China, so the impact of transporting LNG by ocean tanker is expected to be
greater when moving from the Gulf Coast to Asia.”). The lifecycle analysis finds a second “major reason” that the
Project would reduce greenhouse gas emissions: that “the GHG intensity of natural gas from the Gulf Coast region
would be expected to be higher” than the oil produced in Alaska. Id. at 16. This explanation is also based entirely on
the Department’s premise that if the Project is not approved, the same amount of oil would flow to the same
destination countries, except that it would be supplied through the Gulf Coast.
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because the natural gas would cost more to transport,18 that increased cost would be passed
along to consumers,19 and consumers would reduce consumption in response to higher prices.
Even assuming the Department’s baseless premise, therefore, its lifecycle analysis still omits key
consumption effects that call into question its finding that the Project will reduce greenhouse gas
emissions.
Because the Department’s lifecycle analysis does not consider these various substitution
effects, it cannot reasonably be interpreted to evaluate the Project’s total effect on greenhouse
gas emissions. Rather, the Department’s analysis effectively rests on the assumption of
“perfect substitution” that numerous courts have rejected. In one key case, for instance, the
U.S. Court of Appeals for the Eighth Circuit rejected the Surface Transportation Board’s
assumption that a proposed coal railroad would not increase total coal supply, finding the
assumption to violate basic economics.20 Other courts have specifically rejected the notion that
domestic natural-gas production does not affect foreign natural-gas consumption, recognizing
that natural gas is a global commodity and so domestic policies influence foreign consumption
patterns.21 Thus, while the Department attempts to use this analysis to justify the position that the
Project will not result in a net increase in emissions (and will actually reduce emissions), its
analysis does not justify such a conclusion.
Rather than draw unfounded conclusions from its lifecycle analysis, the Department
should more robustly assess how the Project may affect fuel consumption and substitution.
Other agencies including the Department of the Interior and Environmental Protection Agency
apply models of market dynamics that consider how the addition or subtraction of one source of
energy will affect other energy sources.22 Additional models are available—including one from
the U.S. Energy Information Administration—that are designed to capture international market
18
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22
For a discussion of three of these models—the Department of the Interior’s MarketSim, the Environmental
Protection Agency’s Integrated Planning Model, and the Energy Information Administration’s National Energy
Modeling System—see PETER HOWARD, INST. FOR POL’Y INTEGRITY, THE BUREAU OF LAND MANAGEMENT’S
MODELING CHOICE FOR THE FEDERAL COAL PROGRAMMATIC REVIEW (2016), https://perma.cc/MAH8-ZWHD.

4

dynamics.23 The Department should explore the possibility of applying one of these available
models for its review of the Project and other proposed export licenses.
But even without detailed modeling, the Department can still make reasonable (if
imprecise) assessments of energy substitution based on the current and long-term energy mix of
the expected destination countries.24 If the exports appear likely to replace coal—as DOE
suggests may be the case in China25—then that would suggest that the project may lead to a net
reduction in emissions. But for countries undergoing a more rapid transition to renewables—
such as Japan26—this would suggest adverse and potentially substantial climate effects.27 The
Department should ensure that it considers substitution impacts over the lifetime of the Project
and not assume that today’s energy mix will remain for decades into the future, particularly for
destination countries with legal requirements or international commitments to substantially
reduce their carbon footprint.28
In order to make such an assessment, however, the Department must more closely
consider its selection of destination countries. While the Department assumes that all approved
export would flow to Japan, South Korea, China, and India,29 it provides limited justification for
that assumption. Specifically, while the Department offers some limited and general justification
(to varying degrees by country) for why the selected countries may import more LNG in the
future,30 it does not justify its exclusion of other potential destinations or include sensitivity
analysis for its assumptions. Nor does it point to any particular evidence from the record
indicating the likely destination countries. Because a proper substitution analysis (as well as the
23
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Department’s narrow lifecycle analysis) can be sensitive to assumptions about destination
countries, the Department should review those assumptions carefully and ground its choices in
evidence. To the extent there is uncertainty, the Department should consider conducting
sensitivity analysis applying different assumptions about the export destination.
Additionally, the Department’s substitution assumptions in its lifecycle analysis must
be consistent with its assessment of economic benefits. This is currently not the case. While
the Department assumes for the purpose of assessing greenhouse gas emissions that the same
production and transport would occur from existing locations if the Project is not approved, its
analysis of economic impacts contains no mention of this alleged displacement and instead
reports that the Project, if completed, would result in the construction of new wells that would
bring “[b]eneficial economic impacts” including “[i]ncreased state and local government
revenues.”31
Of course, if the Department is actually correct that the Project is merely displacing
export that would occur from existing Gulf Coast terminals, with no cumulative impact on
total export or production, then this would mean that the Project would cause natural gas
production and export from the Gulf Coast to decline, thus offsetting the Project’s
supposed economic benefits. Yet this receives no mention in the economic analysis. Instead,
according to the Department’s analysis, the Project is boosting gas production when considering
economic impacts but not boosting gas production when considering climate impacts. The
Department must reevaluate this lopsided and inconsistent analysis,32 and should ensure that it
incorporates the same assumptions into its economic analysis as it does its climate analysis (and
vice-versa).
Finally, the Department should apply the current global warming potential (GWP)
values and not rely on outdated values. In its lifecycle analysis, DOE relies on GWP values
from the IPCC’s Fourth Assessment Report.33 But that report was released in 2007, and is now
outdated. And strangely, DOE’s lifecycle analysis reverts some key underlying data, which had
been reported using more recent assessment reports, back to the Fourth Assessment values.34 The
Department should apply the most recent values from IPCC’s Sixth Assessment Report, which
was released earlier this year. In particular, the GWP values for methane have increased
substantially since the 2007 estimates.35
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In summary, the Department’s lifecycle analysis is based on implausible assumptions
about supply and demand, falsely assumes perfect substitution, insufficiently considers the
choice of destination countries, and is inconsistent with the agency’s analysis of the Project’s
economic impacts. The Department should conduct a more robust analysis that corrects for these
flaws.

Sincerely,

Sarah Ladin, Senior Attorney
Chelsea Pardini, Economic Fellow
Max Sarinsky, Senior Attorney
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