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A L A S K A  S T A T E  L E G I S L A T U R E

Official Business

S e n a t o r  T h o m a s  H. W a g o n e r
•  C o -C h a ir ,  S e n a te  T r a n s p o r ta t io n  C o m m it te e

•  V ic e -C h a ir ,  S e n a te  R e s o u rc e s  C o m m it te e

•  V ic e -C h a ir ,  C o m m u n i ty  &  R e g io n a l  A ffa i r s

•  M e m b e r ,  L e g is la tiv e  C o u n c il

Session: Ian n a ry  -  M ay 
State C ap ito l, #427 
Juneau , AK 99801
Phone: 907-465-2828 Fax: 907-465-4779

Interim : M ay -  D ecem ber 
145 M ain  S tree t L oop; Su ite  226 

K enai, A K  99611 
P hone: 907-283-7996 Fax 907-283-8127

D A T E :  January 15,2004

TO: Senator Ogan, Chair

Senate Resources Committee

F R O M :  Senator T o m  W a g o n e r

RE: Hearing Request - S B 247: A N G D A  a m e n d m e n t

I w o u l d  appreciate your hearing S B 247 - a m e n d i n g  the definition of 

"project" in A N G D A .

I expect to have letters of support b y early next w e e k  a n d  will provide yo u  

with all the information necessary for the committee packet.

T h a n k  y o u  for your time a n d  consideration.



A L A S K A  S T A T E  L E G I S L A T U R E

S e n a t o r  T h o m a s  H .  W a g o n e r

O ffic ia l B u s in e s s

•  C o -C h a ir ,  S e n a te  T r a n s p o r ta t io n  C o m m it te e

•  V ic e -C h a ir , S e n a te  R e s o u rc e s  C o m m it te e

• V ic e -C h a ir , C o m m u n i ty  &  R e g io n a l  A f fa i r s

•  M e m b e r ,  L e g is la tiv e  C o u n c i l

Session: Innunrv  -  M ay 
S tate C ap ito l, #427 
Ju n eau , AK 99801
Phone: 907-465-2828 Fax: 907-465-4779

Interim : M ay -  D ecem ber 
145 M ain  S tree t L oop; Su ite  226 

K enai, AK 99611 
Phone: 907-283-7996 Fax 907-283-8127

S B  247 - Alaska Natural G a s  D e v e l o p m e n t  Authority Initiative

Sponsor Statement

T h e  A la s k a  N a t u r a l  G a s  D e v e lo p m e n t  A u t h o r i t y  ( A N G D A )  b o a r d  is  m a n d a t e d  to  b u i ld  
a  n a t u r a l  g a s  p i p e l i n e  f r o m  P r u d h o e  B a y  to  t i d e w a t e r  a t  P r i n c e  W i l l i a m  S o u n d  w i t h  a  
s p u r  l i n e  t o  C o o k  In le t .  T h a t  r o u t e  w a s  o n  th e  b a l l o t  t h a t  w a s  a p p r o v e d  b y  th e  v o t e r s  
w h e n  e s t a b l i s h i n g  th e  A N G D A  in  N o v e m b e r  o f  2 0 0 2 .

S B  2 4 7  a m e n d s  th e  p r o je c t  d e s c r i p t i o n  t o  p r o v i d e  a n  a d d i t i o n a l  r o u t e  f o r  c o n s id e r a t i o n  -  
f r o m  P r u d h o e  B a y  to  t i d e w a t e r  a t  C o o k  In le t .

C o n s i d e r a t i o n  o f  a n  a l t e r n a t i v e  r o u t e  f o r  a n  A la s k a  g a s  l i n e  is  a n  i s s u e  r e c e n t ly  b r o u g h t  
t o  l i g h t  b y  d i s c u s s i o n s  w i t h  th e  M i t s u b i s h i  C o r p o r a t i o n  (M C )  i n  O c t o b e r  o f  2 0 0 3 .  
A c c o r d i n g  to  th e  G o v e r n o r ' s  o f f i c e ,  a  M e m o r a n d u m  o f  U n d e r s t a n d i n g  ( M O U )  is  u n d e r  
c o n s i d e r a t i o n  b e tw e e n  A N G D A  a n d  M C .  S B  2 4 7  p r o v i d e s  a n  a l t e r n a t i v e  th a t  c la r i f i e s  
th e  a u t h o r i t y  o f  A N G D A  to  p u r s u e  a n  M O U  t o  C o o k  I n le t .

A d d i n g  th is  s e c o n d  a l t e r n a t i v e  t o  th e  A N G D A  p r o v i d e s  f u r t h e r  a s s u r a n c e  to  th e  v o t e r s  
o f  A la s k a  t h a t  th e  m o s t  e c o n o m ic a l  p r o je c t  is  b r o u g h t  f o r w a r d .  I t  is  i n  th e  in t e r e s t s  o f  a l l  
A la s k a n s  t o  m a k e  c e r t a in  th a t  th e  f i n a l  w o r k  p r o d u c t  b y  A N G D A  is  o n e  th a t  h a s  
r e c e iv e d  s c r u t i n y  f r o m  a l l  p e r s p e c t i v e s .

F i n a l l y ,  th e  s p o n s o r  b e l i e v e s  th a t  th is  a m e n d m e n t  is  n o t  a g a in s t  t h e  w i l l  o f  v o t e r s ;  b u t  
r a t h e r  i t  is  a  p r o t e c t i o n  o f  th e  v o t e r s '  in t e r e s t s  b y  e x p a n d i n g  th e  p r o je c t  d e s c r i p t i o n  to  
d e t e rm in e  th e  m o s t  e c o n o m ic a l  p r o je c t .  T h e  p r im a r y  i n t e r e s t  o f  th e  v o t e r s  w a s  to  
p r o v i d e  a n  A la s k a n  n a t u r a l  g a s  p i p e l i n e  p r o je c t  a n d  t h e y  h a v e  e x p e c t a t i o n s  t h a t  t h e i r  
i n t e r e s t s  w i l l  b e  p r o t e c t e d  b y  a p p r o p r i a t e  a g e n c ie s  i n  r e v i e w i n g  r o u t e s ,  p r o je c t s  c o s t s , 
a n d  s o  o n ,  a n d  th e n  d e t e rm in i n g  th e  p r e f e r r e d  r o u t e .

T h e  f i n a l  p r e f e r r e d  r o u t e  s h o u ld  b e  th e  o n e  t h a t  m a x im i z e s  j o b  b e n e f i t s  f o r  A la s k a n s ,  
p r o v i d e s  r e v e n u e s  f o r  th e  S t a t e  o f  A la s k a ,  a n d  p r o v i d e s  A la s k a n ' s  a c c e s s  t o  n a t u r a l  g a s .

SS SB 247 (RES) 1-16-04 mj



Official Business

A L A S K A  S T A T E  L E G I S L A T U R E

S e n a t o r  T h o m a s  H . W a g o n e r
•  C o -C h a ir ,  S e n a te  T r a n s p o r ta t io n  C o m m it te e

•  V ic e -C h a ir , S e n a te  R e s o u rc e s  C o m m it te e

•  V ic e -C h a ir ,  C o m m u n i ty  &  R e g io n a l A ffa ir s

•  M e m b e r ,  L e g is la t iv e  C o u n c il
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S tate C ap ito l, #427 
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145 M ain  S tree t L oop; S u ite  226 

K enai, A K  99611 
P hone: 907-283-7996 Fax 907-283-8127

S B  2/i7 - Alaska Natural G as Development Authority Initiative

Sectional Analysis

Section 1: Amends the current project description for the Alaska Natural Gas
Development Authority by adding another route for consideration - a route from 
Prudhoe Bay to tidewater at Cook Inlet.

Section 2: Provision for an immediate effective date for the bill.
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Introduced by:
Date:
Action:
Vote:

K E N A I  P E N IN S U L A  B O R O U G H  
R E S O L U T IO N  2 0 0 4 - 0 0 8

A  R E S O L U T IO N  S U P P O R T IN G  T H E  P A S S A G E  O F  S E N A T E  B I L L  2 4 7 , W H IC H  
A M E N D S  T H E  N A T U R A L  G A S  D E V E L O P M E N T  A U T H O R IT Y  A C T  O F  2 0 0 2

W H E R E A S ,  7 0  pe rcen t o f  A la s k a ’ s p op u la t io n  res ides w ith in  the  R a i lb e lt  re g io n  tha t extends 
f ro m  sou the rn  re g io n s  o f  the K e n a i P en in su la  B o ro u g h  to  F a irb an k s  N o rth  S ta r 
B o ro u g h ; and

W H E R E A S ,  tire econ om ies  and  com m un itie s  o f  the  K en a i P e n in su la  B o ro u g h , the C o o k  In le t 
B a s in , and the  R a i lb e lt  re g io n  re ly  o n  p le n t ifu l supp lie s  o f  n a tu ra l gas to  p ro v id e  
re a son ab ly  p ric ed  heat and  e lec tric ity  fo r  h om e an d  business u se ; and

W H E R E A S ,  cu rren t p ro v e n  re se rves  o f  n a tu ra l gas are in su ffic ie n t to  add ress lo n g -te rm  supp ly  
requ irem en ts  f o r  the R a i lb e lt  reg ion ; and

W H E R E A S ,  P ro p o s it io n  3 w as passed in  the 2 0 0 2  genera l e le c tio n  that es tab lish ed  the A la s k a  
N a tu ra l G as  D e v e lo pm en t A u th o rity  (A N G D A ) to  eva lu a te  and  a ttem p t to  d e ve lop  
an  “ a ll-A la s k a ”  L N G  p ip e lin e  p ro je c t fro m  the  N o r th  S lo p e  to  V a ld e z , w ith  
p ro v is io n s  to d e v e lo p  a spu r p ip e lin e  fro m  G le n n a lle n  to  the C o o k  In le t B a s in ; and

W H E R E A S ,  the u n d e rly in g  p rem ise  o f  P ro p o s it io n  3 that es tab lish ed  A N G D A  is  that an  “ a l l-  
A la s k a "  L N G  p ro je c t w i l l  “ m a ;am i2e  jo b s  fo r  A la skan s , re venues f o r  the A la skan  
treasu ry , and access to  gas f o r  A la sk an s ” ; and

W H E R E A S ,  the K e n a i P en in su la  B o ro u g h  b e lie ves  that unde r th is  p rem ise , the  best rou te  f o r  the 
A N G D A  L N G  p ro je c t fo l lo w s  the d istu rbed r ig h ts -o f-w a y  o f  the  R a i lb e lt  fro m  
F a irb an k s  to  tid ew ate r in  C o o k  In le t ; and

W H E R E A S ,  a  R a i lb e lt  rou te  w ou ld  h e lp  to  p rese rve  ex isting  u ti lity  and  in d u stria l in fra s tru c tu re , 
and w o u ld  p rom o te  new  deve lopm en t in ru ra l a reas and com m un itie s  a lo n g  the 
R a i lb e lt  rou te  by p ro v id in g  access to  n ew  supp lies o f  low r cost p ow e r , h ea t and raw  
m a te ria ls  necessa ry  to  n ew  va lue -add ed  industries; and

W H E R E A S ,  it is  the  p o s it io n  o f  the K en a i P en in su la  B o rou g h  tha t econom ics  w i l l  dec id e  the 
success o r  fa i lu re  o f  th is  p ro je c t ; and

W H E R E A S ,  to  g ive  the L N G  p ro je c t its best chance fo r  success, A N G D A  sh ou ld  base its 
dec is ion s o n  sound p ro je c t econom ics , w h ich  shou ld  in c lu d e  a d e ta iled  com pa ra tive  
ana ly s is  o f  the R a i lb e lt  rou te  op tio n  from  Fa irb anks to  tidew ate r in  the C o o k  In le t  
B a s in  ve rsu s  the V a ld e z  rou te ; and

Mayor 
01/20/04 
Adopted 

9 Yes, 0 No

Kenai Peninsula Borough. Alaska Resolution 2004*008
Page I o f2



WHEREAS, Senate Bill 247 has been introduced in the Alaska State Legislature that, upon 
passage, would require that both the Valde2 route and the Railbelt route to tidewater 
in Cook Inlet undergo a full design and cost evaluation before a final route is chosen:

NOW, THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE KENAI
PENINSULA BOROUGH:

SECTION 1. That the Kenai Peninsula Borough Assembly supports and endorses the passage of 
Senate Bill 247.

SECTION 2. That copies o f this resolution shall be forwarded all members o f the Alaska State 
Legislature, the Honorable Governor Frank Murkowski and the Alaska Natural Gas 
Development Authority.

SECTION 3. That this resolution shall become effective immediately upon adoption.

ADOPTED BY THE ASSEMBLY OF THE KENAI PENINSULA BOROUGH THIS 20TH
DAY OF JANUARY 2004.

Pete Sprague, Assembly President
ATTEST:

Resolution 2004-008
Page 2 o f 2

Kenai Peninsula Borough, Alaska



Suggested by: City Council

R E S O L U T IO N  N O . 2 0 0 4 - 0 8

A  R E S O L U T IO N  O F  T H E  C O U N C IL  O F  T H E  C IT Y  O F  K E N A I , A L A S K A , S U P P O R T IN G  
T H E  P A S S A G E  O F  S E N A T E  B I L L  2 4 7  T O  A M E N D  T H E  N A T U R A L  G A S  D E V E L O P M E N T  
A U  i  H O R IT Y  A C T  O F  2 0 0 2 .

V /H E R E A S , 7 0  p e r c e n t  o f  A la s k a ' s  p o p u la t i o n  r e s i d e s  w i t h in  t h e  R a i lb e l t  r e g i o n  t h a t  
e x t e n d s  f r o m  s o u t h e r n  r e g i o n s  o f  t h e  K e n a i  P e n i n s u la  B o r o u g h  t o  F a i r b a n k s  N o r t h  S t a r  
B .  o u g h ;  a n d ,

W H E R E A S ,  t h e  e c o n o m ie s  a n d  c o m m u n i t i e s  o f  t h e  K e n a i  P e n i n s u la  B o r o u g h ,  t h e  C o o k  
I n l e t  b a s i n ,  a n d  t h e  R a i lb e l t  r e g i o n  r e l y  o n  p le n t i f u l  s u p p l i e s  o f  n a t u r a l  g a s  t o  p r o v id e  
r e a s o n a b ly  p r i c e d  h e a t  a n d  e le c t r i c i t y  f o r  h o m e  a n d  b u s i n e s s  u s e ;  a n d ,

W H E R E A S ,  c u r r e n t  p r o v e n  r e s e r v e s  o f  n a t u r a l  g a s  a r e  i n s u f f i c i e n t  t o  a d d r e s s  lo n g - t e rm  
s u p p ly  r e q u i r e m e n t s  f o r  t h e  R a i lb e l t  r e g io n ;  a n d ,

W H E R E A S ,  P r o p o s i t i o n  3  w a s  p a s s e d  i n  t h e  2 0 0 2  g e n e r a l  e le c t i o n  a n d  e s t a b l i s h e d  t h e  
A la s k a  N a t u r a l  G a s  D e v e lo p m e n t  A u t h o r i t y  (A N G D A ) to  e v a lu a t e  a n d  a t t e m p t  t o  
d e v e lo p  a n  " a l l - A la s k a "  L N G  p ip e l i n e  p r o je c t  f r o m  t h e  N o r t h  S lo p e  t o  V a ld e z ,  w i th  
p r o v i s i o n s  t o  d e v e lo p  a  s p u r  p ip e l i n e  f r o m  G le n n a l le n  t o  t h e  C o o k  I n l e t  b a s i n ;  a n d ,

W i  lE R E A S ,  t h e  u n d e r ly i n g  p r e m i s e  o f  P r o p o s i t i o n  3  t h a t  e s t a b l i s h e d  A N G D A  i s  a n  " a l l -  
A la s k a "  L N G  p r o je c t  w i l l  " m a x im iz e  j o b s  f o r  A la s k a n s ,  r e v e n u e s  f o r  t h e  A la s k a n  
t r e a s u r y ,  a n d  a c c e s s  t o  g a s  f o r  A la s k a n s " ;  a n d ,

W H E R E A S ,  t h e  C i t y  o f  K e n a i  b e l i e v e s ,  u n d e r  t h i s  p r e m i s e ,  t h e  b e s t  r o u t e  f o r  t h e  
A N G D A  L N G  p r o je c t  f o l lo w s  t h e  d i s t u r b e d  r i g h t s - o f - w a y  o f  t h e  R a i lb e l t  f r o m  F a i r b a n k s  
t o  t i d e w a t e r  in  t h e  C o o k  I n le t ;  a n d ,

W H E R E A S ,  a  R a i lb e l t  r o u t e  w o u ld  h e lp  t o  p r e s e r v e  e x i s t in g  u t i l i t y  a n d  i n d u s t r i a l  
i n f r a s t r u c t u r e  a n d  w o u ld  p r o m o t e  n e w  d e v e lo p m e n t  in  r u r a l  a r e a s  a n d  c o m m u n i t i e s  
a lo n g  t h e  R a i lb e l t  r o u t e  b y  p r o v id in g  a c c e s s  t o  n e w  s u p p l i e s  o f  lo w  c o s t  p o w e r ,  h e a t  
a n d  r a w  m a t e r i a l s  n e c e s s a r y  t o  n e w  v a lu e - a d d e d  i n d u s t r i e s ;  a n d ,

W H E R E A S ,  i t  i s  t h e  p o s i t i o n  o f  t h e  C ity  o f  K e n a i  t h a t  e c o n o m ic s  w i l l  d e c id e  t h e  s u c c e s s  
o r  f a i l u r e  o f  t h i s  p r o je c t ;  a n d ,

W H E R E A S ,  t o  g iv e  t h e  L N G  p r o je c t  i t s  b e s t  c h a n c e  f o r  s u c c e s s ,  A N G D A  s h o u ld  b a s e  i t s  
d e c i s i o n s  o n  s o u n d  p r o je c t  e c o n o m ic s ,  w h ic h  s h o u ld  in c lu d e  a  d e t a i le d  c o m p a r a t i v e  
a n a l y ’ ’ s  o f  t h e  R a i lb e l t  r o u t e  o p t i o n  f r o m  F a i r b a n k s  t o  t i d e w a t e r  i n  t h e  C o o k  I n le t  
B a s i n  v e r s u s  t h e  V a ld e z  r o u t e ;  a n d ,

W H E R E A S ,  S e n a t e  B i l l  2 4 7  h a s  b e e n  i n t r o d u c e d  i n  t h e  A la s k a  S t a t e  L e g i s la t u r e  a n d ,  
u p o n  p a s s a g e ,  w o u ld  r e q u i r e  b o t h  t h e  V a ld e z  r o u t e  a n d  t h e  R a i lb e l t  r o u t e  t o  t i d e w a t e r  
i n  t h e  c o o k  I n le t  u n d e r g o  a  f u l l  d e s ig n  a n d  c o s t  e v a lu a t i o n  b e fo r e  a  f i n a l  r o u t e  is  
c h o s e n .

CITY OF KENAI



Resolution No. 2004-08
Page 2 of 2

N O W , T H E R E F O R E ,  B E  IT  R E S O L V E D  B Y  T H E  C O U N C IL  O F  T H E  C IT Y  O F  K E N A I , 
A L A S K A :

S e c t io n  1 : T h e  K e n a i  C i t y  C o u n c i l  s u p p o r t s  a n d  e n d o r s e s  t h e  p a s s a g e  o f
S e n a t e  B i l l  2 4 7 ;  a n d ,

S e c t i o n  2 :  C o p ie s  o f  t h i s  r e s o lu t i o n  s h a l l  b e  f o rw a r d e d  to  a l l  m e m b e r s  o f  t h e
A la s k a  S t a t e  L e g i s la t u r e ,  t h e  H o n o r a b le  G o v e r n o r  F r a n k  M u r k o w s k i  a n d  t h e  A la s k a  
N a t u r a l  G a s  D e v e lo p m e n t  A u t h o r i t y .

P A S S E D  B Y  T H E  C O U N C IL  O F  T H E  C IT Y  O F  K E N A I , A L A S K A , t h i s  f o u r t h  d a y  o f

C a r o l  L . F r e a s ,  C i t y  C le r k



C I T Y  O F  K E N A I

" O il Gcupuial o f ALvLka "
210 FIDALGO AVE., SUITE 200 KENAI, ALASKA 99611-7794 

TELEPHONE 907-283-7535 
FAX 907-283-3014

m-BBSS
n i i i i

February 9, 2004

Governor F rank Murkowski 
State of Alaska 
P.O. Box 110001 
Ju n eau , Alaska 99811-0001

RE: SENATE BILL 2 4 7  -  RESOLUTION OF SUPPORT
C ity  o f  K en a i

Dear Governor Murkowski:

At their regular meeting of February 4, 2004, the Kenai City Council unanim ously passed their 
Resolution No. 2004-08, supporting the passage of Senate Bill 247 to am end the N atural Gas 
Development Authority Act of 2002.

As expressed in the body of the resolution, which is enclosed for your inform ation, the Alaska 
N atural Gas Development Authority (ANGDA) was established to evaluate and  a ttem pt to 
develop an "all-Alaska" LNG project to "maximize jobs for A laskans, revenues for the A laskan 
treasury , and  access to gas for Alaskans." With th is m ission, the City of Kenai believes the 
best route for the ANGDA LNG project follows the disturbed rights-of-way of the Railbelt from 
Fairbanks to tidew ater in the Cook Inlet.

Additionally, economics will decide the success or failure of th is project and  giving the LNG 
project its best chance for success, the ANGDA should base its decisions on sound project 
economics, which should include a detailed com parative analysis of the Railbelt route option 
from Fairbanks to tidew ater in the Cook Inxet Basin versus the  Valdez route.

Thanking you in advance for your consideration.

elf
Enclosure
cc: Members of the Alaska Legislature

Alaska N atural Gas Development Authority



Rc: Senate Resource', Committee Testimony....Scott Heyworth..5B 247

Subject: Re: Senate Resources Committee Testimony Scott Heyworth..SB 247
Date: Mon, 26 Jan 2004 10:35:25 -0900 
From: Scott Heyworth <heyworth@gci.net>

To: Linda Hay <Linda_Hay@Legis.state,ak.us>
CC: Leonard_Herzog@law.state.ak.us, Harold Heinze <HHeinze@jpo.doi.gov>, 

Andy Warwick <warwick@gci.net>

Linda:

This is submitted from my notes and is my best estimation of what I said. 

I was reading from a variety of notes and writings of mine.

I cetainly ad-libbed along the way.

Full disclosure.

I hope it is acceptable and my memory isfairly accurate. This is my intent. 

Scott

TESTIMONY:

Subject: Re: Senate Resources Committee Testimony....Scott Heyworth..SB 247

> Good late afternoon Senators:
>
> If Senator Wagoner"s SB 247 Bill to ammend ANGDA law passed, ANGDA would be
> burdened with an impossible situation.
> And all of this diversion is going against the law voters passed approving
> the Valdez route. Not to Kenai.
>
> Yukon Pacific Corporation started with the Kenai route. It was rejected.
>
> A Kenai routing can never be permitted. And it would only delay us forever.
> That is why I certainly did not put it in the ballot Initiative language.
>
>
> Expert Analysis:
>
> I had an expert, maybe one of the best in Alaska, even the USA do a complete
> review of the YPC S.E.I.S.
>
> The SEIS is bullet proof, impossible to overturn, from 5-10 years to even
> get to a new EIS ruling, but you can not possibly get past the Congressional
> approval part. Then and only then can you start the permitting process.
> Another 10 years. Total of a 20 year delay. Plus the Environmental lawsuits.
>
> Two main reasons it will never fly:
>
> 1. It is physically impossible to use the Railroad R.O.W. for a gas pipeline
> because of the physical limitations of avalanches, geo-technical, and
> sloping problems.
> For instance the RR is just cut right into the sloped banks of
> hillsides in places leaving no room on either side for siteing of a

mailto:heyworth@gci.net
mailto:Leonard_Herzog@law.state.ak.us
mailto:HHeinze@jpo.doi.gov
mailto:warwick@gci.net


Re: Senate Resources Committee Testimony....S'.,rf Heyworth..SB 247

> line.
>
> 2. To date, since 1980, no one has even tried to get a ROW through the
> ANILCA, Title 11 statue/law. No one even knows how you go about it.
>
> And if you can't use the ARRC ROW, which you can't, you MUST get a
> Congressional vote to go through Denali Park in some new ROW alignment.
>
> Which Congress will never ever allow. Per the existing EIS law. Congress
> would never approve it. We can't get ANWR through and folks want Congress to put a gas line through
> Denali Park into Kenai?
>
> Reading directly from the SEIS:
>
> "All three Cook Inlet alternatives are considered to be highly unfavorable
> due to the project time delays that would be involved in any attempt to
> secure congressional approval when the proposed route to Anderson Bay would
> avoid the Denali National Park and Preserve entirely," the EIS said.

The Denali segment was deemed "the most problematic" insofar as permit
> acquisition was concerned, but the EIS also noted probable permit
> difficulties in Minto Flats and Susitr.a Flats State Wildlife Refuge.

Another major problem:

> The other big problem that Kenai has is you can not get one major permit.

>lt is impossible. That is the export permit to move gas from the North Slope out of Konai. The permits to do this 
have already been given

>to the Highway project and to the YPC project to Valdez. It has to do with quantity available for the projects.

Kenai gets gas quickly:

Kenai gets gas quickly witn the existing infrastructure of Enstar.
>
> The Spur line from Glenallen comes after the main line is built made
> economical by the huge revenues from the main line exporting LNG from
> Valdez.
> Economies of scale.
>
> The spur line then hooks into the existing Enstar infrastructure that goes
> right tc Kenai today. Using the 2 twin gas lines (12" and 16" existing
> under Cook Inlet now) ANGDA can push gas right into Kenai using the Enstar
> system by simply reversing the flow direction. Enstar has confirmed this is
> easily done and they will help us do it.

> Our studies show potential cheap new
> gas under $3.00. Delivered.
> New Cook Inlet gas is coming into the basket today at over $4.00 (Tony Izzo,
> ENSTAR).
> Kenai will have all the cheapest, plentiful gas it wants.To help LNG at Nikiski and Agrium.
>
> And all of SouthCentral gets very cheap gas forever with ANGDA.
> And soon...not 20 more years of delay!
>
> Thank you.

Scott Heyworth

2 of 3 1/26/2004 11:08 AM



C o o k  I n l e t  G a s  S u p p l i e s  &  P r i c e s

• Cu rren t C o o k  Inlet g a s  p r ice s  have  been  low  b e ca u se  the la rge  
gas  re se rve s  found  o ve r 30 yea rs  a g o  w ere  “s tran d ed ”

• C o o k  Inlet g a s  re se rve s  need  to and  can  be rep len ish ed , but 
exp lo ra tion  fo r to d ay ’s $2 .50  g a s  w ill not attract at-risk  in vesto rs

• O ve r the next seve ra l ye a rs  all lo ca l g a s  co n su m e rs  w ill s e e  the 
ave rage  g a s  p rice  d ou b le  a s  con tra cts  in d exed  to h ighe r L-48 
g as  m arkets  dom ina te  new ly  found  on-go ing  g a s  su p p lie s

P o te n t ia l C o o k  In le t G a s  P r ic in g  w ith  N o r th  S lo p e  S p u r  L in e

• C o o k  Inlet p rice  o f North S lo p e  g a s  w ill be  app ro x im a te ly  $1.50 
le s s  than the g a s  p rice  in the M id -W est (the d iffe ren ce  in the 
tariff dow n the A lC a n  h ighw ay  vs  the tariff to C o o k  Inlet)

• S ta te  can  c o n s id e r  leg is la tin g  add itiona l d is co u n ts  on roya lty  gas  
fo r A la s k a n  h o u se h o ld s  and/or b u s in e s s e s

+$1.50

$4.00/ Mbtu
-$3.00

$2.50 / Mbtu

$ 1 . 0 0

Alaska Natural Gas Development Authority Prepared by Heinze on 3/13/04



Senate Bill 247 DRAFT INFO For Fiscal Note

AM ENDING the definition of "project" in the AN G D A  Act

Ballot Measure 3 specifies that a “project plan” be developed by June 15, 2004 
for a gas pipeline linking Prudhoe Bay to Valdez and a spur line from Glennallen 
to the Cook Inlet area. That work is underway and has received $350,000. 
funding. A request for an additional $2,150,000. in FY04 to complete that effort 
is under legislative consideration.

SB 247 would expand the definition of the “project” to be studied to include trie 
alternative of a gas pipeline linking Prudhoe Bay directly to the Cook Inlet area 
only. While a great deal of the work associated with a total ANGDA funding of 
$2,500,000. would apply to either project (ie., tax advice and market insight) 
there are significant new work elements that would be uniquely added to 
evaluate the feasibility of the new alternative routing direct to Cook Inlet (ie, 
route selection and environmental permitting).

Expanded Work Scope Under Business Contractors $100,000.

Expanded Work Scope Under Project Contractors $150,000.

Additional Gas Pipeline Design (emphasis on alignment) $500,000.

Assessment of right-of-way and permitting requirements $250,000.

Total Additional FY04 Funding $1,000,000.

This additional contractor work would allow a comparison of the alternative 
projects at a feasibility study level (ie., cost, benefits, timing).

The cost of evaluating this alternative project might be lowered by purchasing 
portions of an existing multi-million dollar study done by Conoco-Phillips and 
others. This study is a few years old, looked at a gasline direct to Cook Inlet, 
and only broad summary information has been made public.

H  H e i n z e  1 / 2 0 / 0 4



A N G D A  B u s i n e s s  M o d e l

•  A c h i e v e  l o w e s t  c o s t  o f  s e r v i c e  f o r  N S  g a s  

t r a n s p o r t a t i o n  u s i n g  u n i q u e  b o n d i n g  a n d  

t a x  s t a t u s

•  A s s u r e  m a x i m u m  b e n e f i t s  t o  a l l  A l a s k a n s

•  B o r r o w  c o m m e r c i a l l y  in  m a r k e t  & a v o i d  

S t a t e  f u n d i n g  m i s t a k e

•  W o r k  c o o p e r a t i v e l y  a n d  s u p p o r t i v e l y  w i t h  

o t h e r  p u b l i c  o r  c o m m e r c i a l  e n t i t i e s  t o  g e t  

A l a s k a  g a s  t o  m a r k e t



N e w  A N G D A  B a s e  C a s e  I n v e s t m e n t  ( N o t i o n a l )

O ld  B a s e N e w  B a s e B a s i s

T r e a t m e n t

P l a n t

$ 2  B $ 1 . 0  B ($2.3B)*(2/4.5) P rod

P i p e l i n e $ 4  B $ 3 . 5  B ($4.4B)*(800/740)*(36/52) P rod

L i q u e f a c t i o n

P l a n t

$ 4  B $ 3 . 0  B (15 M tons)*($150/ton)*(1.3) B P

L N G  T a n k e r s $ 2  B $ 2 . 2 5  B (9)*($150M) + (3)*($300M) L e s s
U S

S p u r  L i n e - $ 0 . 2 5  B (20”)*(125m iles)*($100k/”m ile)

W C  R e g a s - $ 0 . 3  B 0.5 B S C F P D  W C  fa c ility

N G L  P l a n t - $ 0 . 2  B ($0.4B)*(2/4.5) P rod

T O T A L $ 1 2  B $ 1 0 . 5  B N e t o f -$2.25B & + $0.75B



A N G D A  F i n a n c i n g  &  T a x  A l t e r n a t i v e s

C A S E S

D e b t  t o  

E q u i t y  

R a t i o

R e t u r n

o n

E q u i t y

D e b t

I n t e r e s t

R a t e

T a x a b l e

S t a t u s
?■

C o s t  o f  
S e r v ic e

High Return  
B u s i n e s s

7 0  /  3 0  % 1 5 % 8 % Y E S 2 .83

Attractive
In v es tm en t

7 0  / 3 0  % 1 2  % 8 % Y E S 2.51

Low Interest  
Debt

8 0  / 2 0  % 1 2  % 5 % Y E S 1.94

No Return & 

H igh w ay  B o n d s
A l l  D e b t Z e r o 3 . 5  % N O 1.36

W e l l h e a d  V a l u e  N O T  I n c l u d e d  in  C o s t  o f  S e r v i c e  ( $ / m i l l i o n  B T U )



C o m p a r i s o n  o f  P r o j e c t s

N o t i o n a l  C o s t  o f  S e r v i c e  ( $ / M b t u )

A N G D A  LNG A lC a n  H i g h w a y

A t t r a c t iv e
I n v e s t m e n t 2 . 5 1 2 . 2 7

L o w  I n t e r e s t  
D e b t 1 . 9 4 1 . 7 9

T H R O U G H P U T 2  B S C F P D 4 . 5  B S C F P D

C A PIT A L  C O S T
1

$ 1 0 . 5  B $ 1 9  B

W e l l h e a d  V a l u e  N O T  i n c l u d e d  in  C o s t  o f  S e r v i c e



O b s e r v a t i o n s  o n  A l l -A m e r i c a n  LN G  P r o j e c t

•  L N G  e x p o r t  k e y  t o  a c h i e v i n g  e c o n o m y  o f  

s c a l e  w i t h  i n - s t a t e  u s e

•  G a s  a t  t i d e w a t e r  o p e n s  u p  a  w i d e  v a r i e t y  o f  

o p t i o n s  ( i . e . ,  p e t r o c h e m i c a l s  & C N G )

•  C o s t  o f  s e r v i c e  d r o p s  o v e r  a  $ 1 / m m b t u  

u s i n g  A N G D A  f i n a n c i n g  & t a x  l e v e r a g e

•  A l a s k a n  L N G  c a n  c o m p e t e  in  $ 3  g a s  w o r l d

•  L N G  c u s t o m e r s  w i l l  s h a r e  in m a r k e t  p r i c e  

r i s k  /  r e w a r d



P r u d h o e  B a y

N G L s
D is c o v e r y  a n d  
D e v e lo p m e n t  o f  
N e w  F ie ld s

E l e c t r i c  P o w e r  
B a r g e  L P G  F u e l
T o  R i v e r  C o m m u n i t i e s

A l a s k a  N a t u r a l  G a s  
D . e . v . e lp p m e n L  A u t h o r i t y

B e n e f i t s  t o  

A l a s k a n s

L o c a l  G a s  D i s t r i b u t i o n  
E l e c t r i c  P o w e r  
P e t r o c h e m i c a l

F a irb a n k s
In te r io r

M a t-S u  »■S p u r  L i n e *

E x p o r t  L N G  
B a r g e  L N G

C o o k  In le t G le n n a l le n >

C 0 2 R e m o v a l  f o r  

E n h a n c e d  O i l  R e c o v e r y

D e v e lo p m e n t  o f  
P t  T h o m p s o n

Y u k o n  R iv e r

E l e c t r i c  P o w e r  
T r u c k  L P G  F u e l  
L o c a l  G a s  D i s t r i b u t i o n

T o  C o a s t a l  
C o m m u n i t i e s

P r in c e  W il l ia m  
S o u n d

E l e c t r i c  P o w e r  
T r u c k  L P G  F u e l

L P G
S e p a r a t i o n

B a r g e  L N G
P e t r o c h e m i c a l s



N a t u r a l  G a s  C o n s u m p t i o n  

i n  A l a s k a  ( B C F  p e r  y e a r )

R e s i d e n t i a l  1 5

C o m m e r c i a l  2 0

E l e c t r i c a l  3 5

A g r i u m  P l a n t  5 0

K e n a i  L N G  P l a n t  1 0 0

T O T A L  2 2 0  B c f / y r

N e w  P u b l i c  S e r v i c e s  ( ? )  1 0 0  - 1 5 0





F u t u r e  C o o k  I n l e t  G a s  P r i c e  

N o r t h  S l o p e  G a s  D e l i v e r e d  v i a  S p u r  L i n e

G a s  P r ic e  in C h i c a g o  $ 4 .0 0  / M b t u

T a r iff  fro m  N o rth  S lo p e  -$ 3 .0 0

N e t - B a c k  G a s  P r ic e
o n  N o r th  S lo p e  $ 1 .0 0

T a r iff  to  C o o k  Inlet +$1.5 0

G a s  P r i c e  in  C o o k  In le t  $ 2 .5 0  / M b t u

A la s k a  N a tu ra l G a s  D eve lopm en t Au tho rity  3/13/04 D O E  S tudy  D ata



A l a s k a  N a t u r a l  G a s  

D e v e l o p m e n t  A u t h o r i t y

H o m e p a g e  i s :  h t t p : / / 1 4 6 . 6 3 . 3 5 . 7 9 /

H a r o l d  H e i n z e  

4 1 1  W .  4 th A v e ,  A n c h o r a g e  9 9 5 0 8

( 9 0 7 )  2 5 7 - 1 3 4 7

F a x :  ( 9 0 7 )  6 4 6 - 5 0 0 5

h h e i n z e @ i p o . d o i . g o v

http://146.63.35.79/
mailto:hheinze@ipo.doi.gov

