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A l a s k a  N a t u r a l  G a s  U s a g e  b y  %

Power Generation 

(M L & P & 

Chugach Electric) 

1 6 %

LNG

39%

Ammonia/Urea 

27%

Gas Utility (ENSTAR) 

18%

South Central Alaska Natural Gas Study, Prepared for US Dept of Energy, June 2004

A ll O u r  (B nt& riQ jy  G o e s  I n to  O u r  C u s to m e r s
E N S T A R

Natural Gas Company



T r a n s p o r t a t i o n  C u s t o m e r s

I n d u s t r i a l

• Agrium
• Chugach Electric Assoc
• ConocoPhillips LNG Plant
• Dept, of Defense -

Ft. Richardson & Elmendorf

• Municipal Light & Power
• Northern Eclipse -

Fairbanks Natural Gas

• Tesoro Refinery

C o m m e r c i a l

AK Native Medical Center 
Anch School District 
Dimond Center 
Municipality of Anchorage 
Providence Hospital 
State of Alaska 
Stevens Int’l Airport 
University of AK Anch

A l l  O u r  (s^nK M rig /^ i/ G o e s  I n to  O u r  C u s to m e r s
E N S T A B

Natural Gai Company



C o o k  I n l e t  G a s  C o n s u m e r s

■ 4 7 3 , 0 0 0  +  e l e c t r i c i t y  c o n s u m e r s  

f r o m  H o m e r  t o  F a i r b a n k s

■ 6 7 %  o f  e l e c t r i c i t y  g e n e r a t e d  b y  n a t u r a l  g a s

■ 3 2 0 , 0 0 0  n a t u r a l  g a s  c o n s u m e r s

A H  O u r  (sJn/G 6rW W  G o e s  in to  O u r  C u s to m e r s
E N S T M

Natural Gat Company
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S u p p l y  S t r a t e g y

• Contract for additional supply
> W e  h a v e  c l e a r l y  m o v e d  f r o m  a n  “ E x c e s s  S u p p l y ” 

m a r k e t  t o  a  “ S u p p l y  &  D e m a n d ” m a r k e t

• Identify and evaluate options to 
meet future natural gas demand

v  A c h i e v e d  F e d e r a l  s u p p o r t  f o r  a n  i n - d e p t h  

D e p a r t m e n t  o f  E n e r g y  s t u d y  o f  C o o k  I n l e t  

s u p p l y  a n d  d e m a n d

A H  O u r  (L ird & %aHm G o e s  I n to  O u r  C u s to m e r s S S 2 3 S
Natural Gaa Company



O b s e r v a t i o n s

• Reserves Growth in Cook Inlet

• New Exploration in Cook Inlet

• North Slope/Nenana Gas to Cook Inlet

A l l  O u r  G n & r g y  G o e s  I n to  O u r  C u s to m e r s s a s s s s
Natural Gat Company



13.30% 12.10%

Fairbanks or South 

Central spur line

Exploring for natural 

gas in Cook Inlet
Neither Don't know

E x p l o r i n g  f o r  n a t u r a l  g a s  i n  C o o k  

I n l e t  o r  s p u r  l i n e ?

( B a s e d  o n  s t a t e w i d e  s u r v e y  p e r f o r m e d  b y  H e l l e n t h a l  A s s o c  o n  F e b  2 0 0 5 )

A H  O u r  (U ftf& riQ lU il G o e s  I n to  O u r  C u s to m e r s
J Natural Gat Company
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R e s e r v e s  G r o w t h  i n  C o o k  I n l e t

• With assumed reserves growth (1.5 Tcf), 
there may be sufficient gas through 2025 for 
commercial and residential consumers and 
perhaps one industrial user

-  R e s e r v e s  g r o w t h  i s  e s t i m a t e d  a t  $ 4 6 5  m i l l i o n

A l l  O u r  G o e s  I n to  O u r  C u s to m e r s
E N S T A R

Natural Gat Company



N e w  E x p l o r a t i o n  i n  C o o k  I n l e t

• The potential exists for an additional 
13-17 Tcf of conventionally recoverable gas

• Investment required to explore and develop 
50% of the estimated resources p o t e n t i a l l y  

available to be discovered could require 
investment of $5 to $6 billion, if the fields 
are onshore

A l l  O u r  Q ln ie ifW U J/ G o e s  I n to  O u r  C u s to m e r s
E N S T A R

Natural Gat Company



P o s s i b l e  N a t u r a l  G a s  P i p e l i n e  R o u t e s

A U  O u r  G o e s  I n to  O u r  C u s to m e r s
E N S F A R

Natural Gai Company



N o r t h  S l o p e / N e n a n a  B a s i n  G a s  t o  

C o o k  I n l e t

• Spurline: cost $500 million
> N o r t h  S l o p e  g a s -  3 5 - 2 0 0  T c f  

v N e n a n a  B a s i n  -  5 - 1 0  T c f

• Opportunities:
> C r e a t e  v a l u e - a d d e d  p r o d u c t s  i n  A l a s k a

> C o m p e t i t i v e  i n d u s t r i a l  b u s i n e s s e s

> 1 0 0  y e a r  l i f e  s p a n

A U  O u r  G o e s  I n to  O u r  C u s to m e r s E C E 2 8
Natural Gai Company



C o n c e p t u a l  S t u d y

• Cost - $6 million ($2.5 million funded)
• Route Issues

> C o n c e p t u a l  E n g i n e e r i n g

> C o s t  E s t i m a t e  ( w i t h i n  2 0 % )

» E n v i r o n m e n t

> P e r m i t t i n g

> P o t e n t i a l  R e s o u r c e  D e v e l o p m e n t

> R i g h t  o f  W a y  o w n e r s h i p

> S o c i o / E c o n o m i c  I m p a c t  A n a l y s i s

A H  O u r  (U lnK & rta/Q J/ G o e s  I n to  O u r  C u s to m e r s
E N S T A R

Natural Gal Company



T i m e  L i n e

Task Name Timframe 2005 2006 2007 2008 2009 2010

Conceptual Study 18 months

Engineering 12 months

Permitting 18 months

Order Equipment 6 months

Construction 24 months 0 a m m

RCA Review 12 months

A l l  O u r  G o e s  I n to  O u r  C u s to m e r s
E N S T A R

Natural Gas Company



R o u t e  F a c t o r s  t o  C o n s i d e r

Overall Length 300 Miles

Archaeological Impact 

New Infrastructure (Acres)

Com pressor Stations (#), Horsepower (Thousands) 

Total C 02 Emissions (Million Tons I Year)

Seismic Zones 

Steep Slopes 

Water Crossings (#)

Continuous Permafrost 

Discontinuous Permafrost 

Previously Undisturbed Corridor 

Im portant W ildlife Habitat 

Environm entally Managed Areas/Wetlands 

Threatened or Endangered Species Along Route (v)

A N  O u r  G o e s  in to  O u r  C u s to m e r s
E N S J X B

Natural Cat Company



S p u r  l i n e  f r o m  F a i r b a n k s  t o  S o u t h  

C e n t r a l  A l a s k a ?

( B a s e d  o n  s t a t e w i d e  s u r v e y  p e r f o r m e d  b y  H e l l e n t h a l  A s s o c  o n  F e b  2 0 0 5 )

90 .00%

80 .00%

70 .00%

60 .00%

50 .00%

40.00%

30 .00%

20.00%

10.00%

0 . 0 0 %
Favor Oppose Don't know

A l l  O u r  G o e s  I n to  O u r  C u s to m e r s E P 3 2 8
Natural Gas Company



W h a t  i s  E N S T A R  d o i n g ?

•  P a r t n e r i n g  w i t h  D e p a r t m e n t  o f  E n e r g y ,  M L  &  P  &  C h u g a c h  

E l e c t r i c ,  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  a n d  

a l l  c o n c e r n e d  p a r t i e s

.  A n a l y z i n g  t h e  o p t i m u m  m i x  o f  e n e r g y  s u p p l y  o p t i o n s  t o  

e n s u r e  c o n t i n u e d  e c o n o m i c  g r o w t h  i n  A l a s k a

•  M e a s u r e  p o s s i b l e  b e n e f i t s ,  c o s t s  a n d  c h a l l e n g e s  o f  

d e v e l o p i n g  g a s  s t o r a g e  f a c i l i t i e s  i n  S o u t h  C e n t r a l  A l a s k a

•  P r o v i d e  a  d e t a i l e d  c o n c e p t u a l  a n a l y s i s  t o  d e f i n e  t h e  c o s t  

a n d  b e n e f i t s  o f  a  s p u r  p i p e l i n e  b e t w e e n  S o u t h  C e n t r a l  

A l a s k a  a n d  F a i r b a n k s

A l l  O u r  O Jlfd& rWUM G o e s  I n to  O u r  C u s to m e r s 2 0 3 2 8
Natural Gas Company



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

Official Business

Senator Ralph Seekins, Vice-C'hair 
Senator Ben Stevens 
Senator Kim Elton

Se n a t e  R eso urces  C o m m i t t e e
Senator Tom Wagoner, Chair
State Capitol Room 427 
Juneau, AK 99801-1182 
Phone: (90^ 465-4907 Fax: (907) 465-4779

Senator Fred Dyson 
Senator Bert Stea aan 
Senator Gretchen Guess

DATE: March 23,2005

TO: Senate Secretary

FROM : Senator Tom Wagoner, Chair

Senate Resources Committee

RE: Meeting Schedule: March 28 through April 1, 2005

Room #205 - 3:30pm

March 28: no meeting

March 30: (Please note time & location change)

Senate Finance Room 532: 2:30 - 4:30pm 
-*■ Joint Senate & House Resource Committees 

Nenana Basin Gas & Oil Project

April 1:
+ SB 113: Gulf of Alaska Groundfish Fishery 

(testimony by invitation only)

+ Teleconferenced 

* First Hearing
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P r e s e n te d  to

T h e  H o u s e  R e s o u r c e s  C o m m i t t e e ,

T h e  S e n a t e  R e s o u r c e s  C o m m i t t e e ,

a n d

T h e  H o u s e  S p e c i a l  C o m m i t t e e  o n  O i l  a n d  G a s

March 30, 2005 
M a r k  D .  M y e r s ,  D i r e c t o r

State o f Alaska 
Department o f Natural Resources 

Division o f Oil and Gas
Alaska Department of

N a t u r a l  
R e s o u r c e s

S

h t tp : / /w w w . d o g . d n r . s ta te , a k . u s /o il

http://www




* Andex Resources, LLC, holds a 7-year Exploration License for 482,942 acres 
with a S2.5MM work commitment. License expires September 2009.
Tertiary-age alluvial basin covering 8,500 square miles and up to > 18,000 feet 
deep in its northern area.
Potential for coal bed methane and conventional thermogenic natural gas is 
good.

-  Good reservoir rocks are associated with thick coal seams.
-  Deep source and reservoir rocks and geothermal history are conducive for formation and 

entrapment o f  conventional natural gas.
-  Tertiary sedimentary section is time-equivalent to Cook Inlet’s productive Kenai Gnour. 

Potential for oil is low due to thin low-organic source rocks.
With only limited G&G data the basin is “under-explored”:

-  Unocal Nenana #1(1962) -  3,062’ deep, coal seam gas shows.
-  ARCO Totek Hills #1 (1984) -  3,590’ deep, coal seam gas shows.
-  350 miles 2-D seismic data in southern and central basin areas (1981 -82).
-  Gravity coverage across entire basin..



PGS is conducting a 2D  
seismic survey on b eha lf o f  
Andex Resources, L .L .C .

•Geophysical exploration 
permit issued from Dec. 1, 
2004 to April 30, 2005.
•Approximately 200 2D line 
miles proposed.







<a») Surficial Deposits

(Plto.) Pliocene
(MMIo) Middle Miocene
(E Mlo.) Early Miocene

(Eoc.) Eocene
(Pakoc.) Paleocene
(L.Crat) Late Cretaceous
v w w Unconformity

F r o m  C .E .  P a r i s ,  1 9 9 9

(P akoc.) 
10,000 F t

Base of 

Nenana Basin

LJ.

UsibeNi
Group

Volcanic*

Cantwefl Fm.
Sediments

(Pakoc.)

( L c m i

Non-Man ne Conglomerate, 
Sandstone. Mudsione. Coal 
and Minor Tuft

Lacustnne / Alluvial Fan 
Sequence

Vdcanics

Metamorpbic Basement 

Oblique Slip Faults



DO&G 03/05



1 Equal to 2000 and 2004 actual gas usage in the Fairbanks local gas distribution system operated by Fairbanks Natural Gas, LLC.
Projection in 2009 based on Econ One (2002) study for DNR assuming 50% penetration for both residential and commercial space heating. 
Projection in 2020 based on extrapolation of actual usage growth during 1998-2004 using 2nd order polynomial time-trend model.

2 Based on central station (gas-by-wire) civilian and military power generation in Greater Fairbanks region assuming 50% penetration in 2009 and 
83% penetration in 2020 (Econ One).

High-case power consumption (27 Bcfy) based on combination of central station (gas-by-wire) and fuel-switching in interior region utilities that 
could be served by gas pipelines.

SubTotal

Expected Southcentral Shortfall4

TOTAL

Proportion of Cook Inlet Basin

Proportion of Gasline T hroughput 0 .035% 0.6%

Res & Com m

Pow er2

Industria l3

(Billion Cubic Feet

425.0

A c t u a l Projected

per year)

333.5

33 .2 % 212 .5%

27 .1 %

(medium) (h igh)

3 Examples of Industrial usage are:
Internet Server Farm - 4.3 Bcfy (Econ One)
Petchem Plant - 30-to-300 Bcfy (Econ One and ANGDA)
Fairbanks Separator Plant - 73 Bcfy (ANGDA)
Fertilizer Plant - 50 Bcfy (Agrium)

4 Medium-case based on 50 Mmcfd assuming 1.5 Tcf reserve, expansion in Cook Inlet Basin (CIB), LNG closure in 2009 and Fertilizer at 50%. 
High-case based on 250 Mmcfd assuming zero reservers growth in CIB, Fertilizer plant closure in 2006, LNG plant closure in 2009 (Lukens)



N EN A N A  B A S IN  
A L A S K A

•ANDEX RESOURCES, LLC 
•USIBELLI ENERGY 
•DOYON, LTD
•ARCTIC SLOPE REGIONAL CORP.
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N o r th  F l a n k  
A la s k a  R a n g e

P r o j e c t e d  
N e n a n a  B a s in

U s ib e ll l
Group

C a n t w e l l  F m . 
( P a l e o c e n e )

L e g e n d
G r a v e l ,  s a n d .  s i l t ,  o la y r  
( Q s )  U u a t e m a r y  s u r f a c e  
d e p o s i t s

C o n g l o m e r a t e  a n d  c o u r s e  
s a  n d s t o n e
N e n a n a  G r a v e l  e q u i v a l e n t

N o n - m a r i n e  c o n g l o m e r a t e ,  
s a n d s t o n e ,  m u d s t o n e j o o a l  
U s ib e l l l  G r o u p  e q u i v a l e n t

A l lu v ia l ,  l u v i a l ,  a n d  l a c u s t r i n e  
s e q u e n c e ,  s a n d s t o n e . c o a l  
c l a v s t o n e
C a n t w e l l  F o r m a t i o n  e r j j i u a l e n t  

M e t a m o r p h i c  B a s e m e n t

V v w *  U n c o n f o  r r r r t  y

^  O b l iq u e  s lip  fau lt
2 0  POO  t

D E X
E S O U R C E S ,  L i  c

n i i i ii i i : t t t u . ' i ■:.! h i i i ii h i i it n r  .1 i ir< i i  nr

N e n a n a  B a s in
S o u t h -  N o r t h  S t r a t i g r a p h i c  S e c t i o n  

G e o l o g i c a l  M o d e l
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N EN A N A  B A S IN
S O U R C E  R O C K S
R E S E R V O IR S
S E A L S
T R A P S
D E P T H
A C C E S S IB IL IT Y
M A R K E T



E X P L O R A T IO N  L IC E N S E
• 483 ,174  A C S
• O C T O B E R  1 ,2 0 0 2
• P R IM A R Y  T E R M :  7 Y E A R S
• L E A S E  O P T IO N :  7 Y E A R S
• W O R K  C O M M IT M E N T :  $2 ,500,000



N EN A N A  T IM E L IN E

4nd«xRMourew, LLC
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PRESENT­
ATION: 

STRANDED 
GAS ACT 

PROPOSALS
4/2 7/0 5



T + .  R e s o u r c e s  l / O a v 'k S e ^ . s / t r v t  
4 - 2 7 - O S  : ( j  p /i\

N O N C O N F ID E N T IA L  STATU S R E P O R T ON 
S TR A N D E D  GAS A P P L IC A T IO N S

A p r i l  2 7 ,  2 0 0 5

G O V E R N O R  F R A N K  H  M U R K O W S K I

• I feel it is a p p r o p r i a t e  that vve m e e t  with y o u  t o d a y  a n d  provide 

y o u  w i t h  a status report o n  w h e r e  w e  s t a n d  in o u r  o n g o i n g  efforts 

to build a  N o r t h  S l o p e  g a s  delivery s y stem.

• A s  m o s t  of y o u  k n o w ,  w e  are currently evaluating three p r o p o s a l s  

to c o n s truct a n d  operate a  N o r t h  Slope g a s  delivery system.

• O n e  f r o m  the N o r t h  S l o p e  oil p r o d u c e r s  (Conoco/Phillips, 

E x x o n M o b i l ,  a n d  BP), o n e  f r o m  T r a n s C a n a d a  Pipeline C o m p a n y ,  

a n d  o n e  f r o m  the Port Authority. A: ~o, I w a n t  to recognize the 

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  Authority ( A N G D A ) .

• I a m  joined t o d a y  in this effort b y  the m e m b e r s  of m y  G a s  

C a b i n e t  —  Bill C o r b u s ,  C o m m i s s i o n e r  of R e v e n u e ;  D a v e  

M a r q u e z ,  o u r  A t t o r n e y  General; a n d  T o m  Irwin, C o m m i s s i o n e r  of 

the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  a n d  others o n  the t e a m .

• B e c a u s e  of the confidentiality r e q u i r e m e n t s  m a n d a t e d  in o u r  

o n g o i n g  c o m m e r c i a l  negotiations, I a m  o n l y  able to s p e a k  in 

general t e r m s  a b o u t  the status of the discussions.

• I h o p e  all of y o u  will u n d e r s t a n d  a n d  appreciate the sensitive 

n a t u r e  of these talks a n d  the r e a s o n s  a  h i g h  d e g r e e  of 

confidentiality m u s t  b e  m a i n t a i n e d .

• W e  s t a n d  o n  the b r i n k  of m a k i n g  the m o s t  i m p o r t a n t  decision in 

o u r  state’s history —  actions w e  s o o n  will b e  taking are g o i n g  to



h a v e  a  p r o f o u n d  effect o n  A l a s k a’s e c o n o m y  for g e n e r a t i o n s  to 

c o m e .

• A s  y o u  c a n  i m a g i n e  a  decision of this s c o p e  a n d  m a g n i t u d e  is 

s u r r o u n d e d  with a  great deal of e m o t i o n ,  e n t h u s i a s m  a n d  d e e p l y  

held o p i n i o n s  —  s o m e  are f o u n d e d  o n  fact —  s o m e  are not.

• A s  G o v e r n o r ,  I a m  c h a r g e d  w i t h  the s o l e m n  responsibility of 

evaluating all of the gasline d e v e l o p m e n t  p r o p o s a l s  a n d  

d e t e r m i n i n g  w h i c h  is in the best interest of all the p eople of 

Alaska.

• W e  are g u i d e d  in this effort b y  the S t r a n d e d  G a s  D e v e l o p m e n t  

A c t  —  P a s s e d  b y  the Legislature a n d  signed into l a w  in 2 0 0 3 .

• T h a t  Act sets forth a  p r o c e s s  w h e r e b y  the G o v e r n o r  is a u t h o r i z e d  

to negotiate fiscal certainty for a n  e x t e n d e d  period of t i m e  

re g a r d i n g  taxation a n d  other applicable issues with qualified 

applicants w h o  p r o p o s e  to build a  N o r t h  S l o p e  g a s  delivery 

sy s t e m .

G O A L S :

• M y  goals in negotiating at contract u n d e r  the S t r a n d e d  G a s  Act is 

to achieve:

1 A  fair s h a r e  of the r e v e n u e s  for Alaska.

2. Provisions for in-state u s e  of the gas.

3. A c c e s s  to the pipeline for others w h o  explore for gas.

4. A  pipeline that m a y  b e  e x p a n d e d .

5. A  state equity o w n e r s h i p  in the pipeline.

6 . J o b s  for A l a s k a n s  a n d  j o b  training.

• In addition the S G A  specifies that a n y  negotiated contract that I 

d e e m  a p p r o p r i a t e  for consideration b v  the legislature g o  o ut for a  

3 0 - d a y  public review.

• U p o n  c o m p l e t i o n  of that review, the contract will be p r o vided to 

the legislature for ratification.
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• O n c e  received, the contract m u s t  b e  voted either u p  or d o w n  —  

there is n o  o p p o r t u n i t y  provided for a m e n d m e n t .

• Th i s  places a  great b u r d e n  o n  the A d m i n i s t r a t i o n  to “get it right 

the first t i m e”.

• O u t  of necessity, the s c o p e  a n d  c o m p l e x i t y  of these contracts will 

b e  staggering —  r u n n i n g  into the h u n d r e d s  of pages.

• B e c a u s e  of the c o m p l e x i t y  inherent in a  contract that e m b r a c e s  

h u n d r e d s  of billions of dollars in c o m m e r c i a l  content, I a m  

m i n d f u l  of the n e e d  to provide the legislature w i t h  the t i m e  a n d  

i n f o r m a t i o n  n e c e s s a i y  to a d e q u a t e l y  w e i g h  the v a l u e  of the 

contract I f o r w a r d  to t h e m .

• T o  a d d r e s s  this n e e d  m y  A d m i n i s t r a t i o n  h a s  b e e n  w o r k i n g  closely 

with the jrint S e n a t e / H o u s e  Legislative B u d g e t  a n d  A u d i t  

C o m m i t t e e .

• M e m b e r s  selected b y  the leadership in b o t h  b odies are b e i n g  

p r o v i d e d  w i t h  a c c e s s  to all the confidential i n f o r m a t i o n  b e i n g  

collected a n d  a n a l y z e d  in o u r  negotiating efforts.

• T h e y  are currently in the m i d d l e  of this p r o c e s s  t h e y  are

afforded t h e  o p p o r t u n i t y  to o b s e r v e  the so called good, the bad, 

a n d  the u g l y  associated w i t h  t hese c o m p l e x  c o m m e r c i a l  

discussions.

• I h a v e  p r o v i d e d  this u n p r e c e d e n t e d  a c c e s s  b e c a u s e  I believe it is 

the right thing to do.

• A s  I h a v e  m y  responsibilities u n d e r  the S G A ,  so too d o e s  the 

legislature —  a n d  their duties are n o  less s o l e m n  or difficult 

t h a n  m i n e .
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• T h e y  m u s t  either a c c e p t  or reject the contract I p r e s e n t  to t h e m  - 

—  to b e  able to d o  that t h e y  absolutely n e e d  to u n d e r s t a n d  all of 

the c o m p l e x i t y  a n d  n u a n c e  of the i n f o r m a t i o n  u s e d  to m a k e  o u r  

decisions.

• A s  y o u  c a n  i m a g i n e  it is n o t  a l w a y s  pretty w a t c h i n g  s a u s a g e  

b e i n g  m a d e  —  b u t  at the e n d  of the day, t h e y  “will” u n d e r s t a n d  

h o w  w e  arrived at o u r  decisions a n d  the i n f o r m a t i o n  w e  u s e d  in 

the process.

• A s  I stated w e  are currently evaluating three s e p a r a t e  N o r t h  

S l o p e  g a s  c o m m e r c i a l i z a t i o n  efforts.

• T h e  g o o d  n e w s  is that w e  h a v e  “three” p r o p o s a l s  —  for the 

gasline v e t e r a n s  in this r o o m  this is e x t r e m e l y  g o o d  n e w s  a n d  

s u g g e s t s  that o u r  g a s  m a y  s o o n  n o  longer b e  stranded.

• Un l i k e  p r e v i o u s  efforts that r a n  6 0  miles p e r  h o u r  into a  m a r k e t  

reality of $ 2 . 0 0 / m c f  —  these “n e w ” p r o p o s a l s  reflect a  tide 

c h a n g e  in the m a r k e t .

• W i t h  c u r r e n t  g a s  prices close to $ 7 . 0 0 / m c f  a n d  strong 

d e m a n d / p r i c e  projections stretching well into the foreseeable 

future I believe that n o w  is the time to deliver o u r  g a s  to the 

n a t i o n’s c o n s u m e r s .

• T h e  first big step in m a k i n g  this a  reality o c c u r r e d  late last y e a r  

w h e n  A l a s k a’s C o n g r e s s i o n a l  Delegation u n d e r  the leadership of 

T e d  Stevens. D o n  Y o u n g ,  a n d  Lisa M u r k o w s k i  successfully 

p a s s e d  federal e n a b l i n g  legislation for the A l a s k a  G a s  Pipeline 

Project.

• T h i s  legislation c o n t a i n s  a n u m b e r  of provisions critical to the 

c o n s t r u c t i o n  of the A l a s k a  g a s  pipeline.

> E x p e d i t e d  judicial review;

>  Priority p e r m i t  p r o c e s s i n g  b y  F E R C  a n d  other federal 

agencies;
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>  L o a n  g u a r a n t e e s ;

>  Accelerated depreciation for the pipeline;

>  C o n d i t i o n i n g  plant benefits;

• In m i d  F e b r u a r y  of this y e a r  a n o t h e r  big step w a s  t a k e n  w h e n  the 

U.S. F e deral E n e r g y  R e g u l a t o r y  C o m m i s s i o n  p r o p o s e d  

regulations g o v e r n i n g  “o p e n  s e a s o n s” for the A l a s k a  g a s  pipeline.

• I a m  p l e a s e d  to report that t h o s e  regulations e m b r a c e d  m y  m a m  

policy goals;

>  Providing a c c e s s  for n e w  explorers;

> Providing off-take points for instate usage;

r  R e q u i r i n g  serious consideration b e  given to in-state n e e d s  

d u r i n g  o p e n  s e a s o n s  a n d  e x p a n s i o n s .

• N o w  the ball is in the S t a t e’s court.

P R O D U C E R S

• T h e  first application w e  received u n d e r  the S G A  arrived o n  

J a n u a r y  20, 2 0 0 4  f r o m  a  c o n s o r t i u m  of N o r t h  S l o p e  oil a n d  g a s  

p r o d u c e r s  Conoco/Phillips, E x x o n M o b i l e ,  a n d  BP.

• T h e y  p r o p o s e  a 5 2 ” pipeline will b e  c o n s t r u c t e d  a l o n g  the existing 

h i g h w a y  s y s t e m  f r o m  P r u d h o e  B a y  t h r o u g h  A l a s k a  a n d  C a n a d a  

to existing N o r t h  A m e r i c a n  pipeline infrastructure.

• T h i s  project w o u l d  begin w i t h  a n  initial capacity of 4.5 b c f / d a y  

e x p a n d a b l e  t h r o u g h  c o m p r e s s i o n  u p  to 5.6 bcf/day.

• Receipt of that first application triggered a n  e n o r m o u s  effort b v  

m y  D e p a r t m e n t s  of R e v e n u e ,  N a t u r a l  R e s o u r c e s ,  a n d  L a w .

• W e  f o u n d  ourselves right in the m i d d l e  of a  multi-multi billion-

dollar n e g o t i a t i o n  a n d  frankly in those first d a y s  w e  w e r e

challenged.
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• I a m  t r e m e n d o u s l y  p r o u d  of the m e n  a n d  w o m e n  in m y  

ad m i n istration a n d  h o w  they rose to m e e t  this d a u n t i n g  

challenge.

• T h r o u g h  the e m p lo y m e n t  of their o w n  talents a n d  the acquisition 

of world-class c o n s u l t a n t s  —  w e  h a v e  d e v e l o p e d  a  f o r m i d a b l e  

analytical capability.

• B e c a u s e  of their efforts I c a n  s a y  w i t h  c o n f i d e n c e  the State of 

A l a s k a’s interests “will" b e  protected.

• This w o u l d  not h a v e  b e e n  possible w i t h o u t  the b u d g e t a r y  s u p p o r t  

p r o v i d e d  b y  the legislature a n d  I appreciate their u n d e r s t a n d i n g  

the n e e d  to build this critical skill set.

• I w o u l d  also note for the record that a  similar s a m e  skill set 

d e v e l o p e d  for the p r o d u c e r  negotiations is also b e i n g  u s e d  for the 

T r a n s C a n a d a  a n d  Port A u t h o r i t y  effort.

• T h e  P r o d u c e r  application is b y  far the m o s t  c o m p l e x  of the three.

• T h a t  c o m p l e x i t y  s t e m s  f r o m  the fact that it e m b r a c e s  every 

a s p e c t  of g a s  transportation b e g i n n i n g  at the b o t t o m  of the 

p r o d u c t i o n  well —  t h r o u g h  the g a t h e r i n g  s y s t e m  a n d  the g a s

conditioning facility into the p r o p o s e d  pipeline a c r o s s  Alaska,

the Y u k o n ,  British C o l u m b i a ,  Alberta a n d  b a c k  into the U n i t e d  

States —  t h r o u g h  the m a r k e t i n g  p r o c e s s  —  e n d i n g  u p  at the 

g a s  c o n s u m e r ’s front door.

• E v e r y  step a l o n g  the w a y  h a s  its o w n  set of opportunities, 

complexities, a n d  risks.

• C o n t e m p l a t i o n  of this d e p a r t u r e  f r o m  a  state’s n o r m a l  royalty 

a n d  taxation p r o c e s s  is b a s e d  o n  t w o  reasons.

>  T h e  project m a y  b e  accelerated if the state provides 

contract provisions b e y o n d  the status quo;



>  T h e  o p p o r t u n i t y  to significantly increase the financial 

benefit of the project to the state.

• T h i s  c o u l d  b e  a c c o m p l i s h e d  t h r o u g h  three specific actions.

>  C o n v e r t i n g  royalty a n d  taxes into outright o w n e r s h i p  

of a  significant portion of the in-place g a s  reserve.

>  T a k i n g  a n  equity position in the gasline a n d  

p r o c e s s i n g  facility proportionate to o u r  g a s  o w n e r s h i p  

share;

>  M a r k e t i n g  o u r  g a s  a n d  taking firm transportation 

capacity in the pipeline to deliver that g a s  to 

p u r c h a s e r s .

• I a m  p l e a s e d  to report that the state h a s  m a d e  t r e m e n d o u s  

p r o gress in putting this very c o m p l e x  c o n c e p t  into the f o r m  of a  

contract.

' I a m  c o n v i n c e d  that the P r o d u c e r s  are fully c o m m i t t e d  to

successfully c o n c l u d i n g  these negotiations a n d  arc providing all 

the s u p p o r t i n g  r e s o u r c e s  n e c e s s a r y  to s u p p o r t  o u r  discussions.

• W h i l e  there is a  solid financial a n d  technical u n d e r p i n n i n g  for 

the p r o d u c e r  proposal, it is not w i t h o u t  its challenges.

>  B e c a u s e  this pipeline will r u n  t h r o u g h  C a n a d a ,  t h e y  m u s t  

deal w i t h  regulatoiy uncert a i n t y  in that countiy;

^  T h e y  m u s t  also deal w i t h  p r o c u r i n g  e n o u g h  steel to 

c o n s t r u c t  over 2 0 0 0  miles of 5 2 ” pipeline

T R A N S C A N A D A

• T h e  s e c o n d  application w e  received u n d e r  the S G A  arrived o n  

J u n e  1, 2 0 0 4  f r o m  T r a n s C a n a d a  Pipeline C o m p a n y .
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• U n d e r  this p r o p o s a l  a  4 8 ” pipeline will b e  c o n s t r u c t e d  a l o n g  the 

existing h i g h w a y  s y s t e m  f r o m  P r u d h o e  B a y  t h r o u g h  A l a s k a  a n d  

C a n a d a  to existing pipeline infrastructure in Alberta.

• It d o e s  h o w e v e r  c o n t e m p l a ' e  state equity o w n e r s h i p  in the g a s  

conditioning facility a n d  the pipeline —  it also envisions the 

possibility of the state t aking the responsibility for the 

transportation a n d  m a r k e t i n g  of its o w n  g a s  if the P r o d u c e r s  

c h o o s e  to sell their reserves rather t h a n  ship o n  a n  i n d e p e n d e n t  

pipeline.

• U n d e r  P ’s p r o p o s a l  the state a n d  T r a n s C a n a d a  w o u l d  a t t e m p t  to 

str’ke a  b u s i n e s s  deal with the N o r t h  S l o p e  g a s  o w n e r s  to either 

sell their g a s  at the w e l l h e a d  or m a k e  a  firm c o m m i t m e n t  to m o v e  

their g a s  d o w n  the pipeline to m a r k e t .

• I w o u l d  also characterize these negotiations a s  well a d v a n c e d  

w i t h  all parties c o m m i t t e d  to finalizing d i s c u s s i o n s  in the very' 

n e a r  future.

• I h a v e  b e e n  i m p r e s o e d  with the willingness of T r a n s C a n a d a  to 

w o r k  with the state t e a m  to create a  tariff f r a m e w o r k  that 

e m b r a c e s  b o t h  m y  g a s  d e v e l o p m e n t  policies a n d  the F E R C  

regulations.

• A s  in the P r o d u c e r  discussions, I believe T r a n s C a n d a  is fully 

c o m m i t t e d  *o successfully c o m p l e t i n g  all the negotiations a s  

quickly a s  possible.

• T r a n s C a n a d a ’s pr o p o s a l  also h a s  its challenges.

>  T h i s  p r o p o s a l  p r e s u m e s  the P r o d u c e r s  will b e  c o m m e r c i a l l y  

r e a s o n a b l e  a n d  eithei ship their g a s  o n  a n  i n d e p e n d e n t  

pipeline or sell their g a s  at a  c o m m e r c i a l l y  r e a s o n a b l e  rate;

>  A s  w i t h  the p r o d u c e r s ,  they m u s t  deal w i t h  regulatory 

u ncertainty in C a n a d a ;

T h e y  m u s t  also deal with p r o c u r i n g  e n o u g h  steel to 

c o n s t r u c t  1 8 0 0  miles of 4 8 ” pipeline.



A L A S K A  P O R T  A U T H O R I T Y

• T h e  third, a n d  m o s t  recent, g a s  d e v e l o p m e n t  p r o p o s a l  w e  are 

evaluating w a s  s u b m i t t e d  b y  the A l a s k a  Port A u t h ority o n  M a r c h  

3 0 t h  of this year.

• T h e  Port Authority w a s  f o r m e d  in 1 9 9 9  a n d  is m a d e  u p  of the 

N o r t h  Slope B o r o u g h ,  F a i r b a n k s  N o r t h  Star B o r o u g h  a n d  the 

City of Valdez.

• T h e  Port Authority p r o p o s e s  to build a  g a s  delivery s y s t e m  

consisting of a  5 6 ” pipe f r o m  the N o r t h  S l o p e  to Delta J u n c t i o n  

a n d  a  4 8 ” pipe f r o m  there to tidewater in Valdez.

• In V a l d e z  the g a s  w o u l d  b e  c o n v e r t e d  to liquefied natural g a s  a n d  

tr a n s p o r t e d  b y  t a n k e r  to W e s t  C o a s t  m a r k e t s  or other m a r k e t s  in 

addition, natural g a s  liquids s u c h  a s  p r o p a n e ,  ethane, a n d  

b u t a n e  w o u l d  b e  extracted a n d  sold in the m a r k e t s  of the world.

• U n d e r  this p r o p o s a l  the Port A u t h ority w o u l d  m a k e  a  b u s i n e s s  

deal with the N o r t h  S l o p e  P r o d u c e r s  a n d  the State to p u r c h a s e  

g a s  at the wellhead, transport it t h r o u g h  a  tax e x e m p t  entity, a n d  

sell the g a s  to a  m a r k e t e r  for sales into the c o n s u m e r  m a r k e t .

• Th i s  project envisions n o  direct state participation b u t  d o e s  

recognize that the N o r t h  S l o p e  P r o d u c e r s  m a y  n e e d  a  d e g r e e  of 

fiscal certainty o n  g a s  p r o d u c t i o n  taxation.

• O u r  analytical t e a m  is just b e g i n n i n g  to evaluate the Port 

A u t h o r i t y’s s u b m i s s i o n  a n d  it is to early to m a k e  a n y  risk or 

v a l u e  j u d g m e n t s  pertaining to the proposal.

ft

• A s  in the other t w o  proposals, the Port Authority effort is not 

w i t h o u t  its challenges.

>  S i n c e  they d o  n o t  control the g a s  s u p p l y  they m u s t  m a k e  a  

c o m m e r c i a l  p r o p o s a l  to the o w n e r s  sufficient to obtain sales 

contracts;
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>  T h e y  m u s t  get f o r m a l  a p p r o v a l  f r o m  the Internal R e v e n u e  

Service to retain their tax-free status;

>  T h e y  m u s t  get l o n g - t e r m  sales contracts;

> T h e y  m u s t  o btain a  p e r m a n e n t  e x e m p t i o n  f r o m  the J o n e s  

Act;

>  A n d  t h e y  m u s t  deal w i t h  difficult siting issues o n  the W e s t  

Coast.

• I will s a y  that this project is radically different t h a n  the A l a s k a  

H i g h w a y  p r o p o s a l s  s u b m i t t e d  b y  the N o r t h  S l o p e  P r o d u c e r s  a n d  

T r a n s C a n a d a  —  a s  a  result it will h a v e  a  significantly different 

r i s k / r e w a r d  profile.

• Before I will b e  in a  position to m a k e  a n y  r e c o m m e n d a t i o n  o n  

this project w e  will n e e d  to b e  able to d o  a n  “app l e s - t o - a p p l e s” 

c o m p a r i s o n  o n  the r i s k / r e w a r d  profiles of all three proposals.

• N o t  c o v e r e d  u n d e r  the S t r a n d e d  G a s  D e v e l o p m e n t  A c t  is the 

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  created b y  

Proposition 3  in the N o v e m b e r  2 0 0 2  election A N G D A  h a s  b e e n  

w o r k i n g  o n  a  s p u r  line w h i c h  will bring g a s  to C o o k  Inlet.

• I a m  n o t  certain at this t i m e  h o w  long this is g o i n g  to take, b u t  

w e  will k e e p  y o u  a p p r a i s e d  a s  w e  m o v e  d o w n  the analytical trail.

• R e g a r d l e s s  of w h a t  h a p p e n s  with a n y  of the p r o p o s a l s  already 

d i s c u s s e d ,  I a s s u r e  y o u  that w e  e n s h r i n e  in a n y  a g r e e m e n t  a n  

o p p o r t u n i t y  to c o n s t r u c t  a  pipeline to the C o o k  Inlet —  I h a v e  

a s k e d  the 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  to lead in 

that effort.

• It is c o m m o n  k n o w l e d g e  b y  n o w  that I m a d e  a  recent trip to 

O t t a w a  to d i s c u s s  the gasline w i t h  P r i m e  Minister Martin.

• T h i s  w a s  in recognition of the fact that 110 m a t t e r  h o w  quickly w e  

act h e r e  in Alaska, the h i g h w a y  r outes all will travel t h r o u g h  

C a n a d a .

10



• W h i l e  A l a s k a  w o u l d  n o t  p r e s u m e  to r e c o m m e n d  w h a t  regulatory 

f r a m e w o r k  is a ppropriate for C a n a d a ,  w e  d o  believe the t i m e  is 

right to create a  p r o c e s s  b y  w h i c h  a  g a s  pipeline project c a n  b e  

c o n s t r u c t e d  in t he m o s t  expeditious m a n n e r  possible.

• I k n o w  all of y o u  are m a k i n g  p l a n s  for the s u m m e r  a n d  w o u l d  

like to h e a r  f r o m  m e  that a  specific date h a d  b e e n  c h o s e n  for a 

“special s e ssion” to act o n  a  s t r a n d e d  g a s  contract.

• W h i l e  I c a n  s a y  that w e  are getting close, I c a n  not give y o u  that 

date today.

• O n c e  w e  h a v e  closed o n  general terms, there is a  lot of detail 

w o r k  for the attorneys to d o  before w e  h a v e  a  contract r e a d y  for 

public a n d  legislative review.

• I will tell y o u  that I a m  personally involved in the negotiations 

a n d  will c o n t i n u e  to b e  involved until I a m  satisfied that I h a v e  a  

contract w o r t h y  of y o u r  consideration.

• I will s e n d  y o u  a  contract c o n t a i n i n g  w h a t  I believe it takes to get 

o u r  gasline built a n d  it “will” be w h a t  is best for A l a s k a n s  t o d a y  

a n d  w h a t  will b e  best for A l a s k a n s  t o m o r r o w .

• It will h a v e  the earliest “in-service” date possible, c o n t a i n  the best 

fiscal benefit p a c k a g e  possible, a n d  afford n e w  explorers a n d  

A l a s k a n s  the best a c c e s s  possible.

• W h a t  is best will b e  a  p r o d u c t  of r a w  e c o n o m i c  reality —  it will 

not b e  b a s e d  o n  e m o t i o n s .  .

• A n d  y o u  s h o u l d  also k n o w  that m y  decision will n o t  b e  w i t h o u t  

criticism —  n o  m a t t e r  w h i c h  w a y  w e  go.

• A n d  I p r o m i s e  y o u  m y  decision —  the contract I s e n d  to y o u  for 

y o u r  a p p r o v a l  —  will b e  b a s e d  o n  w h a t  I b e l i e v e  is right.



• So, e n j o y  y o u r  s u m m e r  (at least the first m o n t h  or so) a n d  I will 

see y o u  b a c k  h e r e  s o o n  —  a n d  w h e n  I do, w e  will really h a v e  

s o m e t h i n g  to celebrate.
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A u g . 1 8 . 2 0 0 6  B P  I s s u e J o in t  R e s o u r c e s

Materials Distributed

• Presentation by B P  (Marshall c o m m e n t s ,  C C  paper &  Other Exhibits)

• D N R :  State Pipeline Coordinator’s Office L e a s e  C o m p l i a n c e  

Monitoring Report -  2006

• D N R :  P r u d h o e  B a y  Daily Production July-August 2006

• D N R :  Joint Pipeline Office Organizational Chart (draft 4-6-06)

• D O R  H a n d o u t  o n  Impacts

• A O C G G  C o m m e n t s

• D O L  Letter to B P  A u g u s t  17, 2006

• Regulatory - Informational Materials Distributed

o Unit A g r e e m e n t  P r u d h o e  B a y  

o Title 46 Excerpts 

o Title 46 Criminal Excerpts 

o Competitive Oil a n d  G a s  L e a s e  F o r m  DL-1

• D E C  H a n d o u t  a n d  1 set of material listed below:

o  B P  &  C P A  M e e t  &  Confer Presentations (2201-2006) 

o  B P  A n n u a l  Reports (2 v o l u m e  s e t ) 2000-2 0 0 5 )  

o  C o f f m a n  Technical Analysis Reports 2 0 0 0 - 2 0 0 4  

o  ConocoPhillips A n n u a l  Reports 2 0 0 0 - 2 0 0 5



J o i n t  S e n a t e  & H o u s e  R e s o u r c e s  C o m m i t t e e

1 )  C a l l  t o  O r d e r  -  n o t e  t i m e  -  n o t e  m e m b e r s  p r e s e n t

2 )  P r e s e n t a t i o n s  o n  P r u d h o e  B a y  C o r r o s i o n  C r i s e s

* 5  f a  / i / s t /  s / ‘i ^

•  B r i t i s h  P e t r o l e u m  -  ^  //•
'  /W  T / t / C ' / c  r / f 7 7 /

•  D N R  C o m m i s s i o n e r  M ik e  M e n g e

•  A O G C C  C h a i r  J o h n  N o r m a n

•  D E C  C o m m i s s i o n e r  K u r t  F r e d r ik s s o n

•  D O R  C o m m i s s i o n e r  B il l  C o r b u s

•  A G  D a v id  W . M a r q u e z

3 )  ?  N e e d  f o r  a n o t h e r  m e e t i n g  f o r  p u b l i c  c o m m e n t s .

A u g .  1 8

4 )  M e e t i n g  a d j o u r n e d  a t



S E N A T E  &  H O U S E  J O I N T  R E S O U R C E S  P A C K E T  

A u g .  1 8 ,  2 0 0 6

M a t e r i a l s  d i s t r i b u t e d  b y  C h a i r  &  C o - C h a i r s :

» T h i s  C o v e r  S h e e t   1 p a g e

•  M e e t i n g  N o t i c e   1 p a g e

•  G e n e r a l  T o p i c  S h e e t   1 p a g e

•  M e m o  t o  p r e s e n t e r s __________________________________ 1 p a g e *

• Total Pages _________________________________ 4 pages

* This Memo was sent to:
C om m issioners: DNR, DEC DOL, DOR 
AOGCC
British  Petroleum



ALASKA STATE LEGISLATURE
S e n a t e  a n d  H o u s e  R e s o u r c e s  C o m m i t t e e s

Official Business

Senator Tom  W agoner, Chair Representative Ralph Samuels, Co-Chair 

Representative Jay Ramras, Co-Chair

D A T E :

TO:

F R O M :

RE:

August 10, 2 0 0 6

Senate Secretary and H o u s e  Chief Clerk

Sen. T o m  Wagoner, Chair Senate Resources C o m m ittee 

Rep. Ralph Samuels, Co-Chair H o u s e  Resources Committee 

Rep. Jay R a m r a s  Co-Chair H o u s e  Resources C o m m i t t

Joint Senate and H o u s e  Resources Committee Meeting 

August 18, 2 0 0 6

Aug. 18, 2006:

Joint Meeting with Senate & House Resources Committees 
9am Room #220 -  Anchorage LIO 
Testimony by Invitation Only

+ Prudhoe Bay Corrosion Crisis Presentations by:

• British Petroleum -  Alaska

• Com m i s s i o n e r  M enge, Cabinet T e a m  Leader

• Alaska Oil and G a s  Conservation C o m m i s s i o n

• Department of Environmental Conservation

• Department of R e v e n u e

• Attorney General

+  T e l e c o n f e r e n c e d  -  I n v i t e d  T e s t i m o n y  O n l y

C om m ittee  S ta ff: M ary J a c k s o n  (9 0 7 ) 2 8 3 -7 9 9 6  te lep h on e  (9 0 7 )  2 8 3 - 8 1 2 7  fax



ALASKA STATE LEGISLATURE
S e n a t e  a n d  H o u s e  R e s o u r c e s  C o m m i t t e e s

Official Business

Senator Tom  Wagoner, Chair Representative Ra lph Samuels, Co-Chair 

Representative Jay Ramras, Co-Chair

D A T E :

F R O M :

RE:

August 10, 2 0 0 6

Sen. T o m  Wagoner, Chair Senate Resources C o m m i t t e e ^ .

Rep. Ralph Samuels, Co-Chair H o u s e  Resources C o m m i t t e e " * ^  

Rep. Jay Ramras, Co-Chair H o u s e  Resources C o m m i t t ^ ^ ^ —

Joint Senate and H o u s e  Resources C o m m i t t e e  Meeting 

August 18, 2 0 0 6

Generally, w e  expect the presentations to cover the following topics, 

according to the respective area of expertise or interest of each presenter.

• Process:

H o w  a n d  w h y  it h a p p e n e d  

Future Prevention

Potential Impacts - Drilling Platform and/or Well 

Closure Notice to Affected Officials

• R e v e n u e  Disruption

Budget Forecasts

• Legal Actions:

Legal Recourse by Alaska -  Loss of R e v e n u e  

Fines/Penalties by Court Action

'* State of Alaska Responsibility for Oversight

Current Statute -  Regulations Requirements

M a m h  Spill Aftermath -  Department Monitoring Activities

Committee Staff: Mary Jackson (907) 283-7996 telephone (907) 283-8127 fax



ALASKA STATE LEGISLATURE
S e n a t e  a n d  H o u s e  R e s o u r c e s  C o m m i t t e e s

Official Business

Senator Tom W agoner, Chair Representative Ra lph Samuels, Co-Chair 

Representative Jay Ramras, Co-Chair

D A T E :

T O :

F R O M :

RE:

August 10, 2 0 0 6

Attorney General M a r q u e z  - D O L  (fax 465-2075)

Sen. T o m  W a g o n e r ,  Chair Senate Resources C o m m i t t e e ^ y ^  

Rep. Ralph Samuels, Co-Chair H o u s e  Resources C o m m i t t e e  

Rep. Jay Ramras, Co-Chair H o u s e  Resources C o m m i t t e ^ ^ j ' ' '

Joint Senate a n d  H o u s e  Resources C o m m i t t e e  Meeting 

August 18, 2 0 0 6

W e  invite you to present information to the Joint Commit t e e s  per the 

attached notice.

Generally, w e  expect to follow in the order presented in the notice and 

each presentation will have a question and a n s w e r  period from the 

m e m b e r s .

Also, w e  have extended an invitation to provide r o o m  at the table for the 

Co-Chairs of both the Senate and H o u s e  Finance C ommittees (or their 

designated alternates) as well as our respective Commi t t e e  M e m b e r s .

T h a n k  you for your time and w e  look forward to hearing from you next 

week.

Committee Staff: Mary Jackson (907) 283-7996 telephone (907) 283-8127 fax



R e p r e s e n t a t i v e  P a u l  S e a t o n

Session ad d re ss  
Stare Lapitul Building

Interim  address
MS \V Sterling I Iigl1u .1v 

I lom er. \ la s k a '!% n tluneau. Alaska 09801 ll«2
r'R)7; 465-268'!

I ..X 0 0  • I65  v r  ’ I JX oo- 235-4008

A laska  St a t e  L e g is ijv t i r e
I louse I Jistrict 35

lVIciiiorandum
From: Rep. Paul Seaton
To: House Resources Co-Chair Rep. Ralph Samuels 

House Resources Co-Chair Rep. Jay Ramras 
Senate Resources Chair Sen. Tom Wagoner 

Date: September 7, 2006 
Re: Transit Lines and TAPS Pigging Schedules

BP testified to the Joint House and Senate Resources Committee meeting on August 18th 
that they did not think they needed to pig clean and smart pig the transit lines because 
they were handling market ready oil - that is oil with the majority o f  the water and 
contaminants removed. However, other information has circulated that the clean pigging 
was not done previously because TAPS Pump Station til could not handle the built-up 
volume of sludge with its filtration system and other arrangements were not made to 
alternatively handle that volume o f sludge. I requested from BP verification of that 
information and any BP correspondence with TAPS on the issue at the last meeting and 
am awaiting a response.

Additional information available from Alyeska Stakeholders Information Office 
published August 2006 entitled “Pigging the Trans Alaska Pipeline System" says that 
“cleaning pigs run weekly or every other week, smart pigs are scheduled every three 
years...." and “ ...in 29 years o f operation, 60 smart pigs have been run to inspect the 
pipeline."

Please submit the following question for an answer at the next Resources meeting: since 
BP is an owner o f Alyeska. how can it justify not pigging the transit lines it operates in 
the Prudhoe Bay unit handling market oil while the same market oil in TAPS requires a 
substantial expenditure and aggressive cleaning pig and smart pigging schedule as 
outlined above?

h t t p : / / w w w .R c p P a u lS c a lo n . c o i n
E m a i l .  R e p  P a u l S e a t o n @ le g i s . s t a t e . a k . u s

http://www.RcpPaulScalon.coin
mailto:Seaton@legis.state.ak.us

