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Mr. Chairman:

Thank you for the invitation to appear before your committee and to report on the progress of the ANNGTC/Foothills (ANGTS) Alaska Highway Pipeline project.

Foothills appeared before your committee on July 18, August 15 and September 19, 2001. During the earlier appearances we spoke to issues of the ANGTS advantages, Alaska benefits, pipeline access, status of the pipeline and the various permits. The later appearance focused on our position regarding the federal legislation proposed by the Alaska producer group.

Since that time, U.S. Senate hearings on Alaska natural gas were held in Washington and the Alaska Highway Natural Gas Policy Council forwarded its recommendations to the Governor. Foothills appreciates the efforts of policy makers involved in both of these proceedings.

Mr. Chairman, I would like at this time to express our appreciation to you and to the committee for your words and contribution to the US Senate Energy Committee hearings.

Today I would propose to report progress by Foothills on three fronts:

· The Alaska Northwest Natural Gas Transportation Company (ANNGTC) partnership.

· Foothills commercial proposal.

· Work on the pipeline right-of-way.

Alaska Northwest Natural gas Transportation Company (ANNGTC)

We are aware of a lingering concern regarding the so-called withdrawn partners issue and alleged liabilities associated with that issue.

When I appeared before your committee in July of this year, I indicated that Foothills had undertaken discussions to re-enlist the Withdrawn Partners of the ANNGTC.

In our testimony before the US Senate Energy Committee on October 2, 2001, Foothills said:

“In the initial stages of the Alaska Highway Project, numerous U.S. energy companies were partners in the Alaska Partnership. However, during the decade of the 1980s and the 1990s when the producers of Alaska natural gas were unwilling to commit that gas to Lower 48 markets because of low energy prices, all of the U.S. partners withdrew from the Alaska Partnership. Foothills and TransCanada, as the two remaining partners, have offered to the current holders of the withdrawn partner interests an opportunity to rejoin the Alaska Partnership. The negotiations with these companies have been productive and are ongoing”

Last month we followed-up our testimony with a letter expanding on the re-enlistment process.

“ Earlier this month we testified before the Committee on Energy and Natural Resources regarding our efforts to reconstitute the Alaska Northwest Natural Gas Transportation Company (Alaska Partnership) by re-enlisting the withdrawn partners. We are writing today on behalf of TransCanada and Foothills, and, with the authorization of the withdrawn partners – Duke, El Paso, Enron, PG&E Corporation, Sempra and Williams specifically with respect to the re-enlistment process. We are pleased to report that continued progress has been made on the critical issues, including the key principles for re-enlistment by any withdrawn partner who so elects in the Alaska Partnership, for the purpose of constructing the Alaska Natural Gas Transportation System (ANGTS).

We have already scheduled further meetings so that we can continue to work on the details for reconstituting the Alaska Partnership. It is anticipated that all parties will have signed a Memorandum of Understanding (MOU) within the next month. TransCanada, Foothills and the withdrawn partners are committed to eliminating commercial barriers to construction of the ANGTS and in so doing would be prepared to release contingent claims against the Alaska Partnership related to previous investments in the ANGTS as part of a commercial arrangement to ensure a market viable project.”

Our negotiations with the withdrawn partners are approaching the final stages and we are confident of meeting our timeline for the successful conclusion of an agreement..
Commercial Proposal

A commercial agreement with the Alaska producers is an important prerequisite to any pipeline project. 

Achieving such an agreement has been delayed, in part, because of the withdrawn partnership issue overhanging the project, and because the Alaska North Slope are focused on completing their project feasibility study. 

In our October evidence before the US Senate Energy Committee, we said:

“An important first step towards commercial viability of an Alaska gas pipeline is a commercial agreement between the producers and potential shippers who, in turn, enter into transportation contracts with the owners and operators of the transportation system. In this regard, the Alaska Partnership has pursued discussions with the producers for the last several months. After several discussions with the producers over the last year, it has been agreed that we will develop a commercial proposal to present to the producers before the end of the year.”

The above referenced October testimony also stated:

“The next step on our critical path will be to prepare, present to, and negotiate with the producers of Alaska North Slope natural gas a comprehensive commercial proposal for a pipeline project. Based on the progress we have made since the Energy Committee hearings, we are confident that such a proposal will be presented to the producers before the end of the year. As companies with long-standing interest in building and owning an Alaska natural gas pipeline, we have every incentive to reach a commercial arrangement with the producers to develop a viable project. We believe that such an arrangement will be achieved on a timely basis, consistent with the energy needs of the Nation.”

With regards to the negotiations with the North Slope Producers, we remain confident that we will reach a commercial arrangement to develop a viable project.
Pipeline Right-of-Way

The Alaska Natural Gas Transportation System from Prudhoe to Alberta is approximately 1,750 miles long. 

Access to land is becoming a difficult challenge for all North American pipeline projects. Public lands constitute the majority of the property through which the pipeline will pass.

Foothills is well advanced along the road of securing the pipeline right-of-way. More than 400 miles of right-of-way on federal lands has been acquired. Currently, we are making progress on securing the 200 miles of right-of-way on State lands with the Gas Pipeline Office. Work is under way to assess the information that was previously submitted in an earlier application, and a process to move forward has been identified. With the State right-of-way lease expected to in hand by2003, over 90% of the right-of-way for the project will have been acquired or reserved.

Let’s summarize the progress of the Alaska Highway Pipeline project.

1. The United States and Canada have determined that the ANNGTC/Foothills (ANGTS) Alaska Highway Pipeline project is:

(a) Necessary.

(b) In the public interest.

(c) Should be granted a unique fast track status.

2. Foothills and TransCanada have offered to the current holders of the withdrawn partner interests an opportunity to rejoin the Alaska Partnership.  Negotiations have been productive and we are well on our way to re-assembling the Alaska Partnership.

3. A commercial arrangement between a coalition of North American pipeline companies and an Alaska natural gas producer group is the next key milestone. We are working towards that end. 

· A commercial arrangement will allow the project to move to the next phase of the project … “the countdown to construction” phase. 

· A substantial amount of this work has already been completed and more is currently being done “on spec” to further expedite this stage of the project.

4. As I indicated, we have made substantial progress in the area of pipeline right-of-way.

5. In moving forward we will comply with the technical and environmental conditions established by President Carter when he approved our project.  In doing so we intend to work with interested stakeholders.  Over the coming months we will take steps to establish a consultation process that will enable interested Alaskans to become involved in the project.
6. We are committed to maximizing Alaska benefits consistent with prudent economic efficiencies. The Governor’s Policy Council has made reasonable recommendations in this regard.

Ultimately the final decision to construct a pipeline will rest with the gas producers. We remain confident that the long-term demand for and the price of natural gas in the North American markets will support this project. 

