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Department of Energy
Washington, DG 20585

March 07, 2013

Mr, William M. Walker
- Ms. Lindsay W. Hobson
Walker Richards, LLC
General Counsel
Alaska Gasline Port Authority
731N 8
Anchorage, AK 99501
RE: Dismissal of Application in FE Docket No. 12-75-LING without Prejudice to Refile
at 4 Later Tiriie
Dear: Mr. Walker and Ms. Hobson,

On July 12, 2012, Alaska Gasline Port Authority (AGPA) filed an application
{Application) with the Office of Fossil Engtgy (FE) of the Department of Energy (DOE) under
section 3 of the Natural Gas Act (NGA)' for Tong-term, mulii=coniract authorization, to export
Tiquefied naturdl gas (LNG) in an amount up o the cquivalent of approximately 2.5 billion cubic
fest per (Bef) per day (Bef/d) of natural gas from a proposed LNG Terminal in Valdez, Alaska,
for a 25-year term.  AGPA seeks to export LNG by vessel to any niation with which the United
States currently bas, or i the future will have, a Free Trade Agreement (FTA} requiring the
national treatment for tradeé in natural gas; and that corrently has, orin the future develops, the

capacity to import LNG vid ocean-going carriers.

1 "The anthority to regulate the imports and exports of natural gas, including liquefied narural gas, under section 3 of
the NGA {15 U.S.C. § 7176) has been delogated to the Assistant Secretary for FE in Redelegation Order No. 00-
002.04E issned on April 29, 2011
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On October 4, 2012, DOE/FE issued a letter (DOE/FE Letter) to AGPA. requesting
sdditionial informiation regarding the Application. In DOEME’S teview of the Application, it
found that the application lacks information required by 10 C.ER. § 590.202 (“Conteiis of
applications™). Specifically, the Application failed to meet the requirements of subsections
590.202(b)(1) and 590.202(b){(2), which require applicants to identify the “source and seourity of
this rratiral gas supply 10 be imported or experted” and “the facilities to be utilized of
constructed.” In order to:address these deficiencics, DOE requested the Applicant to provide
additional information about the following: (1) the availability of a pipeline 10 transport gas to &
liquefaction plant; (2} the source of the natural gas supply; and (3) the siting of the liquefaction
plaiit.

Discussion 6f AGPA Responss Dated November 9, 2012

AGPA responded to the DOE/FE Letter, by letter dated November 9, 2012 (AGPA
Letier). The AGPA Letier addressed sach of the issues identified in the DOE/FE letter, as
follows:

(1) Availability of a pipeline, AGPA restated the first issue identified in the DOE/FE
Letter: “{ri]o pipeline exisis, nor has AGPA demonstrated a commitment by any capable party
for the constriretion of a pipeline for the transportation of natural gas from thie North Slopé to
Valdez, Alaska.” In résponse, AGPA deseribes a number of developments supportive of the
construction of a pipeline capable of transporting natural gas 16 a liquefaction plant on the
Alaska coast. Tn particular, AGPA refers to (1) the Alaska Gasline Inducement Act (AGIA),
enacted in 2007; (2} Administrative Order No. 242, issued by Governor Palin in 2008; and (3)
efforts by TransCanada Pipeline, the AGIA licensee, and #s co-sponsors to epeourage public

participation in a Solicitation of faterest for capacity on a proposed pipeline. AGPA states that



in response to the Solicitation, AGPA nominated 2.8 Befid of nafural gas info the inlet of the
LNG facility at Valdez, AGPA farther states that this volime was supported by written
confinmation of nterest from six companies.” AGPA also siates that during the Solicitation, a
consottium of Japanicse comipanies nominated 2.7 Befid fnto the same pipeline,® which is in
addition to flie AGPA vohimes riominated.”

AGPA states that “[most recéntly, TransCanada and ExxonMobil joined with BP and
ConocoPhillipsin issuing % letter to. Governor Parnell deseribing their joint efforts to advanoe a
collestive understanding of what would be roquired for [LNG] exports from Southcentral
Alaska™ (Pariell Letter).” AGPA stites that the Parnell Letter pointed out that the Solicitation
deseribed interest from potential shippers and major players from a broad range of industry
sectors and geographic locations. AGPA provides a further quote from the Parnell Letter,
stating, “[njothing in [AGIA] precludes a person from pursuinga gas pipeling independently
from [AGIA]" AGPA states that “AGPA’s efforfs are net contingent upon a successful AGIA
project.”

(2) Source of Supply. AGPA restated the second issue identified in the DOE/FE Letter:
“that “AGPA has not deimonstrated a source of supply of riatural gas through 4 commitment, sich
as & conbract, menorandum of ynderstanding, letter of intent, or other agreemert with producers

" and then discussed it as follows:

of naturzl gas en the North Slope of Alaska
AGPA states the source of gas supply will be the Pradhoe Bay and Point Thoruson units,

which coritain approximately 24.5 anid 8.0 trillion cubic feet of gas reserves, respectively. AGPA

2 AGPA Leter ; avd.

3 Jdar 4, The consortium, known as Resources Energy Ine, (REI) is comprised of six major, Japaugse companies.

4.0n Jariuary 14, 2013, DOE/FE received a lotter ditext January 10, 2013, from John L. Wittedborn writing on

behialf of his fiem’s clients, Energy Resources, Ine, a Japanese corporation, and its whotly owned subsidiary,

Resources Egergy, Inc., (ERI/RED. The letter wamed to clarify thar the cmasomum of six Japanese compantes had
“no affiliation \ahatsmver with AGPA of the AGPA Export Application” *and that ERVREI was planning to submit

its own application to. DOE foi-authority to export LNG from. Alaska to Japan. This letters attached.

5 AGP# Letier, Extibit 7, Letter to Governor Sean Painell (October 1, 2012)at 1.
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states that North Slope Ieases exectited by the State of Alaska on the Prudhioe Bay and Point
Thomizon figlds reqiires that natural gas be s61d to companies wiliing to take the resource to
market. AGPA further states that “TtThe operator-of Prudhos Bay has recognized that obligation,
and stated it would “delightfully” sell gas to creditworthy entities willing te undertake a pipeline
project ™

AGPA states that “[tThe Asian buyers that AGPA has beten in negotiations with over the
past year have expressed their inferest and intent to make offers to purchase gas from the North
Slope lease holders and the State of Alaska at the welthead. However, prior to their engaging in
that procsss they have explained that there would riced to be-an export license in place. AGPA
hius seeks an export lcenise as the niext necessary step before it can commence negotiations with
the North Slope leassholders, on behalf of Asian buyers, to seeute gas supply contracts.”

AGPA states that “DOT/FE has granted export licenses in the past without exceuted
supply contracts, including thie previously issued nop-FTA export license from Port Valdez
issued to the Yukon Pacific {:m??@lﬁﬁﬂﬂﬁ?

{3) Sitiug of Liquefaction Plant. AGPA restated the third issne identified in the
DOE/FE Letter: “AGPA has tiot settled on 2 location for the LNG Hquefaction facility or
germoristrated that it ks cntered into a siemorandurn of understanding, letter of intent; o vther
agreement {6 seoure ifle In & or 2 long femm lease ef the property where such a facility would be
focated.”

AGPA states “AGPA’s inchusion of alternative sites weremeant only fo illustrate that
there are additional site options at Port Valdez. AGPA indicates that the project plan has always

centered on thie Anderson Bay site which previously received et Pt St

6 AGPA Letter, Exhibit 10, Letter from David Van Tyul (July 21, 2008) at 2. .
7 DOE/FE Opinion and Order No. 350, Order Graniing Authorization to Export Liquefied Natural Gas from Alaska,
LER 70,259 (iovember 16, 1989)



regulatory penmits while uiider lease to the Yukon Pacific Corporation” (YPC). AGPA
réferenices seven such permits the previous site had received.® In addition, AGPA states that it
has applied to lease the identical footpiint of land a1 Anderson Bay previously leased o YPC.
FINDINGS

DOL/FE has considered the AGPA Letter and, for the reasons sef forth below, finds that
the Application is deficient s it does not icet the requirements of 10 CF R. § 590202(b)(1) and
19 CF.R, § 590.202(6)(2) and the Application, therefore, will be dismissed pursuant to 10

C.ER. § 590.203, without prejudics to re-filing at a filture time if'the deficiencies arc corrected.

DOE/FE furiher finds as follows:

Hability of'a pipeline to transpoil natural gas fom the Notth Slope to Valdez

{A) The ava

has riot been dermonstrated. Informztion in the AGPA Letter demonstrates that the AGIA

lisensee and the Noith Slops lease holders (producers) are evaluating options to monetize Novth
Slope natural gas. However, the AGPA Letter has not demornistrated that a pipeline will be bult
focius of the work of the AGLA licensee and producers includes: “Developing a design basis for
the required LNG tanker fleet” and “Bvaluating multiple ING process design allernatives.™
Further, the Pamell Letterincludes an attachment thet indicates the AGIA licensee and producers
intend to “File b@?ﬁl Export License” tiemselves.” Indeed, the Parnell Letter implies that the
AGIA licensee and the producers would develop an LNG project themselves and seek their own
DOE LNG export authorization, assuining a pipeline is construeted between the Notth Slope and

Valdez. Based on the foregoing discussion, DOE/FE fiuds that in the absence of a fisin plan o

8 AGPA Lelter, at 7-8.
9 AGPA Leiter, Exhibif 7, Parnell Lefter, at 1.
10 fif,, Exhibif 7, Pamell Tetter af Attachmers 3.



build a pipeline from the North Slope to Valdez by cither the AGIA Jicenses, AGPA itself, or

others, the application is premature.

tpply AGPA with natusal gas

(B A commitient or other aer

from the North Slope of Alaska has not been demonstrated. As the AGPA Letter details; the

source of supply would be Prudhioe Bay and Point Thomson, a location with kngwn natural gas
reserves, AGPA points out that the Prudhioe Bay producers “wouild *dehightfully” sell gas to
ereditworthy entities willing to undertake a pipeline project.” However, DOE/FE notes that
AGPA did nof propose to build 2 pipeline project as part of its project description in the
Application to DOE/FE requesting anthorization to export LNG to FTA countries. AGPA
indicated that DOE/FE previously authorized YPC to export ING from Port Valdez without an
executed supply contract. DOE/FE notes that the proposed project ini the YPC LNG export

tion of 8 trans-Aldska natural gas pipeling, the design and Iocation

apiplication included constriic
of which was well established. The following statement from the DOE/FE Letter, therefors,
remains valid.

While DOE/FE has accepied applications to export LNG by vessel from applicants that

Yacked executed supply contracts, i all of those cases applicarts have demonstrated that
gas supphes if‘or the prepmsad export wonild be drawn fmm knowa. producing fields; ﬁaa{

su}ajéci Wh&r@ n&:essmy to the neum; tion of hmdmg uamp@ﬁatmn contracts: and i;hai:
the applicants had settled on specific. locations for the propoesed liquefaction facilities and
had secured af Teast a letter of iitent or memmoranduni of understandinig affording them
access to and use of the property where the liguefaction facilitics were to be constructed.
By contrast, in the present case, the applicant has presented none of these essential picces
of information.

{C) AGPA has not settled on a location for fhie NG Lquefaction facility. The AGPA

Letter indicated that AGPA has applied to lease the identical footpririt of land at Anderson Bay

previously leased to YPC. However, the application did not have a specific location identified.



(D} T any future Tong-ierm LNG export application, DOE will require the lecation of the

liguefaction facility, demonstration that the applicant hias secured a property or contractual right

in the facility and use of the facility, and that the facility has access to.a sourge of natural gas

supply that.is within the power of the applicant or the facility to secure. Tf the applicant is

constricting the facility proposed il the application, the applicant niust demonistrate that it either
owns, or has access fo, the site on which the proposed facitity will be built. This could include
demonstration that the applicant has entered into a memerandum of understanding, letter of
initent, or other agreerneat to secure fitle in or a long ferm lease of thi property where sich &

facility would be Tocated.

For the foregoing reasons, the AGPA application is dismissed without prejudice o re-
filing at 4 future time if the deficiencies identified herein are comected.

Should you bave any questioifs, please cortact me.

Féhn A. Anderson
Managér; Natural Gas Regulatory Activities
Office of OIl and Gas Global Security and Supply
Offige of Fossil Energy

Attachment
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\ﬁr Joim A, Andésson
Manager, Notural Gas Regulators Activitics

and Gas Global Secarity and Supply
Office of Fossil Energy

Deparaet of Energy

Washington, DC 20585

Rei  Alaska Gas Porl Authornity (AGPAY LNG Export Application in Fi

Bear Mr. Andersom

"ém are vmz mfa ol ma\zﬂf ﬁi our {.iw'zm Lnergy i{esmm:es ine“ 8 .iapam-m wxpmai fan,

!mvx% res;@nﬂ«ed o a Saamw;m of Ir-ren.:,z 4ssw:-si b} ”I ransCanad >
AGLA Pipeline and bavipg nominated 2.7 betid of sotural pas into the ptpr:h:m in t’m mmam i
which that stztement is made, it coulid be inferred that RED is afiitieted in some fashion with the
AGPA Export Application. W wish fo ¢larify that ERIRE] has no affiliation whatsosver with
AGPA or the AGPA Export Application. In fact, in due gourse, ERIVREL will be submitting 10

the Dispartvent of Energy its own application for & perinit 1o export LNG from Alaska to hapan,




I you require any further clarification, please do not hesitate to contact us.

Sincercly,

Juhn L. Wittenborn
Parner

2023428514
Juditenbormigieloydrec.com



