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Alaska State Legislature

Joint Committee on Natural Gas Pipelines

July 17, 2001

Good afternoon and thank you for the opportunity to brief you on the status of gas pipeline right-of-way applications. For the record, I am Bill Britt, Gas Pipeline Coordinator for the Department of Natural Resources. I have provided the members of the Committee with information packets that contain copies of several of the documents that I will refer to today.

Summary of Natural Gas Pipeline Options

Let me start with a brief overview of the options currently being discussed.

There are, potentially, three ways to move natural gas out of Alaska:

1.
pressurized natural gas,

2.
liquefied natural gas, and/or

3.
“white crude” from a gas to liquids process.

There are presently four pipeline routes being discussed:

1.
Prudhoe Bay to Prince William Sound,

2.
Prudhoe Bay to Nikiski,

3.
Prudhoe Bay to the existing pipeline infrastructure in Canada via the Trans Alaska Highway, and

4.
Prudhoe Bay to the existing pipeline infrastructure via an offshore route to the McKenzie River delta then south.

There are a number of companies, local governments and groups proposing options to move natural gas out of Alaska:

1.
The Trans Alaska Gas System (TAGS) project is sponsored by the Yukon Pacific Corporation (YPC), a subsidiary of the CSX Corporation. It involves a LNG​grade gas pipeline substantially parallel to TAPS from Prudhoe Bay to Prince William Sound, with a LNG plant at Anderson Bay near Valdez.

2.
The Alaska Natural Gas Transportation System (ANGTS) project is sponsored by the Alaskan Northwest Natural Gas Transportation Company (ANNGTC). Foothills Pipe Lines of Canada is serving as their agent for many discussions and actions. The ANGTS project involves a pressurized gas pipeline paralleling TAPS from Prudhoe Bay through Fairbanks to Delta Junction. From Delta Junction, it would proceed east to Canada along the Alaskan Highway, and then south following the highway to the pre-built portion of the project, which ties into the pipeline systems in Canada and the Lower 48.

3.
The Alaska Gas Producers Pipeline Team (AGPPT) is a consortium of North Slope natural gas producers (BP, Phillips, and ExxonMobil) that is evaluating two routes — a highway route very similar to the ANGTS project, and a route offshore from Prudhoe Bay to the McKenzie River delta, then south to existing pipelines (the “over-the-top” route)..

4.
The Alaska North Slope LNG Project is sponsored by the Sponsor Group, a consortium led by Phillips that includes Foothills and BP. The Sponsor Group is examining the feasibility of a gas pipeline from Prudhoe Bay to either Valdez or Nikiski, with a LNG terminal at one of those locations.

5.
The Alaska Gasline Port Authority, composed of the North Slope and Fairbanks North Star Boroughs and the City of Valdez, is promoting a project similar to

TAGS.

6.
The Cook Inlet Pipeline Terminus Group is lead by the Kenai Peninsula Borough and is advocating a LNG project with the LNG terminal at Nikiski.

7.
The Municipal Energy Resource Group (MERG), a Houston-based entity, also is advocating a pressurized gas pipeline along an offshore “over-the-top” route.

8.
BP is presently constructing a prototype gas to liquids (GTL) plant at Nikiski. ExxonMobil has also advocated the GTL concept.

It should be noted that neither the routes nor “modes” are mutually exclusive. Multiple projects are possible.

Summary of Existing Permits for Natural Gas Pipeline Projects

Three of these proposed gas pipeline projects hold rights-of-way and other permits from the federal government or the State of Alaska:

1.
The U.S. Department of the Interior Bureau of Land Management (BLM) completed an environmental impact statement (EIS) for TAGS and granted YPC a right-of-way in 1988. There are 17 years remaining on the federal ROW grant. A Presidential finding and an export license also are in place for TAGS. A separate ETS, conducted by the Federal Energy Regulatory Commission (FERC), covered the Anderson Bay terminal. YPC holds a conditional State right-of-way for the TAGS project. The conditional ROW lease* for TAGS was renewed in 1999 for 10 years. The requirements for YPC to proceed to a final lease are described in Section 2 of the conditional lease.

2.
An EIS on ANGTS was completed and BLM granted a right-of-way in Alaska in

1980. There is a 1978 treaty in place between the United States and Canada sanctioning the proposal and the project has the associated Canadian permits and

approvals. ANNGTC began but did not complete the process for securing a State right-of-way.

3.
The BP GTL plant on the Kenai has received all necessary authorizations and is under construction.

Overview of the State Right-of-Way Process

The process to secure a gas pipeline right-of-way on State lands is described in the Right-of-Way Leasing Act, AS 38.35. The steps, in brief, are:

-
Receipt and public notice of an application

-
Analysis of the application

-
Negotiation of a draft lease

-
Preparation of the Commissioner’s Analysis and Proposed Decision

-
Public notice of the availability of the analysis and proposed decision, and the public comment period

-
Public comment period and public hearings on the analysis and proposed decision

-
Consideration of comments from the comment period and hearings

-
Preparation of a Final Decision

-
Execution of the right-of-way lease, if that is the decision

The right-of-way lease is one of many authorizations required for any gas pipeline project. In late April, the producers’ consultants URS and NRG submitted a draft report titled “Data Review and Permitting Requirements” To their clients I did not make copies for you, because the report contains over 150 pages. The list of permits, approvals, and consultations required for the Alaska portion of one or both of the routes being evaluated contains 29 categories of federal authorizations, 22 categories of state authorizations, and 8 categories of local and private authorizations. There would be anywhere from one (right-of-lease) to many (land use or water use) permits required in each category. According to the report, the lists considered only the pipeline and gas treatment plant, and did not consider associated or support facilities such as compressor stations, construction camps, access roads, material sites, disposal sites, staging areas, and other temporary use areas.

An applicant’s ability to provide the necessary information in a timely manner is generally the most consequential factor in determining the time required to secure a pipeline right-of-way lease. Additionally, federal approval of a pipeline can be lengthy, mainly because of processes associated with the National Environmental Policy Act. Assuming reasonable applicant responsiveness and an expedient federal process, from 18-24 months would be required to permit a gas pipeline project.

Summary of Project Proponent Permitting Activities

The committee will be hearing from nearly all of the project proponents tomorrow, so I will be brief in my comments on the status of their recent and ongoing permitting work.

Yukon Pacific Corporation. On July 2, 2001, YPC submitted a refined pipeline centerline alignment for the TAGS project~. The submittal is being reviewed, and may result in amendments to the federal right-of-way grant and/or the state conditional right-of-way lease. I am unaware of other YPC activities related to permitting their project.

Alaskan Northwest Natural Gas Transportation Company. On March 6, 2001, the Alaskan Northwest Natural Gas Transportation Company sent a letter to me requesting that the State proceed with processing the ANGTS application*. On April 23, I requested that ANNGTC identify documents relevant to their application and submit them in a manner consistent with our application regulations*. The requested documents were delivered to my office on July 2, and are being reviewed. ANNGTC has already completed a large amount of work related to their right-of-way application, so the focus of our efforts in the near future will be reviewing existing data records to identify gaps in information necessary to process permits, and preparing a work plan to fill those gaps.

Alaska Gas Producers Pipeline Team. As you know, the producers’ consortium has assembled a staff of approximately 90 personnel, and in April they awarded approximately $75 million in contracts for feasibility work associated with the highway and the over-the-top routes. The contracts comprised pipeline engineering, gas treatment facility engineering, natural gas liquids extraction facility engineering, environmental and regulatory work, and land status work. The number of consulting firms involved is large

— for example, the two prime contractors for U.S. environmental and regulatory issues have 11 subcontractors in specialized areas. According to the producers, approximately 500 full time equivalents are engaged in the contractor efforts.

On July 6, the producers provided me with a list of the field studies they expect to undertake this summer. There are 21 studies on the list within Alaska. Several already have been completed, such as aerial surveys of nesting eiders. Some are in progress, such as ground surveys of cultural resources along the proposed highway route. Many have not begun, such as waterbody and fish stream surveys. We have begun processing the permits required for the studies (such as a collection permit from the Department of Fish and Game for the stream surveys) and communicating our expectations of the studies to the contractors.

The Sponsor Group. The Sponsor Group is continuing to assess the feasibility of a Kenai LNG project. They are assessing markets for the LNG, exploring possible synergies with the highway project, and working to reduce contingencies and thus increase the commercial viability of the project. Their consultants recently completed an environmental and regulatory evaluation of their project, with emphasis on the permittability of the Parks Highway route. Depending on the conclusions of the study, I expect to begin contact with the Sponsor Group as they seek to refine their permitting strategy.

Others. My office has had very limited contact with the Port Authority, the Cook Inlet Terminus Group, or MERG. I am unaware of any of those groups pursuing permitting activities. Since the BP Gas to Liquids plant does not involve a pipeline right-of-way authorization, my office is not directly involved.

Summary of State Government Activities

My specific roles in advancing a natural gas pipeline are listed in Administrative Order

187*. In brief, I am directed to coordinate State permitting and authorization processes, and to lead communications and coordination with federal and Canadian agencies related to permitting and authorizing one or more natural gas pipelines.

The document in your package* entitled “Gas Pipeline Office — Anticipated Preapplication and Application Processing Tasks — Fiscal Year 2002” contains a list of the short-term tasks associated with these roles.

I believe these efforts will:

-
Positively affect the time required to permit and authorize a project by the State and federal governments

-
Make the permits and authorizations we issue better

-
Make the permits and authorizations that others issue more responsive to Alaskan priorities

-
Make Alaska’s financial return from the project greater

Progress on these tasks has been limited, due to lack of funding and lack of staff. As of July 1, funding ceased to exist for the Gas Pipeline Office. The limited funding provided to the GPO in FY01 allowed the hiring or assignment of liaisons from DEC and DFG, a DFG field leader, and me. Existing staff in several State agencies are performing very limited gas pipeline work, if and when discretionary time and funding is available. A large amount of that work has been directed toward securing funding for fundamental preapplication tasks, such as processing permits and other authorizations necessary for proponents and their contractors to carry out preapplication work. Although I have negotiated reimbursement MOUs with Foothills and the producers for the FY02 tasks on the list in your package, I cannot execute those agreements until LB&A approves general funding for the office. LB&A will be considering our budget request this evening.

There is good news, however, The staff at the State Pipeline Coordinator’s Office has made considerable progress in collecting and organizing the ANGTS files. The GPO staff is working with Foothills and the Producers to move their efforts forward. I have received expressions of interest in GPO positions from a number of excellent candidates. We have found inexpensive housing for the GPO through the end of the year and will move into temporary (but collocated) offices in early August.

In closing, a lot is happening, and the pace of proponents’ efforts is increasing. YPC submitted their refined centerline on July 2. Foothills submitted their consolidation of application support materials the same day. GPO staff had the first substantive permitting meeting with the producers’ consultants on June 28, and received permitting materials as a result of that meeting on July 6. The Sponsor Group has just received a draft environmental and permitting report from their consultants.

If general funding for the GPO is approved, I will sign the reimbursement agreements with Foothills and the producers. We will then begin detailed work planning, and hiring to support the work plan, to continue moving the gas pipeline projects forward. If general funding is not approved, we will continue to fall behind the proponents, both in staff necessary to process their authorization requests, and in knowledge necessary to promote State interests.

Fiscal year 2002 will be an eventful time for project proponents and for State staff that will work with the proponents. I’m excited to have a role in these efforts, I would be happy to answer any questions you might have.

*
Items provided to the committee in packets
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