
WoodNa
Received

WoodNa
Typewritten Text
155



UNITED STATES OF AMERICA 
 DEPARTMENT OF ENERGY 

OFFICE OF FOSSIL ENERGY 
 
In the matter of: 
 
CONOCOPHILLIPS ALASKA 
NATURAL GAS CORPORATION  
         

) 
) 
) 
) 
 

FE Docket No. 13-____-LNG

  
APPLICATION FOR BLANKET AUTHORIZATION 

TO EXPORT LIQUEFIED NATURAL GAS FROM ALASKA 
TO NON-FREE TRADE AGREEMENT COUNTRIES 

 
 Pursuant to Section 3 of the Natural Gas Act (“NGA”), 15 U.S.C. § 717b, and Part 590 of 

the Department of Energy’s (“DOE”) regulations, 10 C.F.R. Part 590 (2013), ConocoPhillips 

Alaska Natural Gas Corporation (“CPANGC”) hereby submits this application to DOE’s Office 

of Fossil Energy (“DOE/FE”) for an order granting blanket authorization to export a quantity of 

liquefied natural gas (“LNG”) in an amount up to the equivalent of 40 billion cubic feet (“Bcf”) 

of natural gas on a cumulative basis over a two-year period.1  CPANGC seeks blanket 

authorization to export this volume of LNG from facilities located near Kenai, Alaska, on its 

own behalf or as agent for others, to any country with which the United States does not have a 

free trade agreement requiring national treatment for trade in natural gas and with which trade is 

not prohibited by United States law or policy (“non-FTA countries”).  CPANGC seeks such 

authorization for a two-year period to commence on the date of issuance of the order granting the 

requested authorization.  In support of this application, CPANGC submits the following: 

  

                                                 
1  CPANGC is contemporaneously filing with DOE/FE an “Application for Blanket Authorization to Export 
Liquefied Natural Gas from Alaska to Free Trade Agreement Countries.”  CPANGC seeks blanket authorization to 
export up to the equivalent of 40 Bcf of LNG on an aggregate basis under both the FTA and non-FTA 
authorizations. 
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I. 
COMMUNICATIONS AND CORRESPONDENCE 

 
All correspondence and communications concerning this application, including all 

service of pleadings and notices, should be directed to the following persons:2 

Darren Meznarich  
Vice President 
CONOCOPHILLIPS ALASKA  
NATURAL GAS CORPORATION 
700 G Street , P.O. Box 100360 
Anchorage, AK 99510-0360   
Phone: (907) 263-4810 
Email: Darren.L.Meznarich@conocophillips.com   

Joe Farrell 
Attorney for 
CONOCOPHILLIPS ALASKA  
NATURAL GAS CORPORATION 
700 G Street, P.O. Box 100360 
Anchorage, AK 99510-0360   
Phone: (907) 265-6056 
Email: Joe.Farrell@conocophillips.com  
 

Douglas F. John 
Elizabeth A. Zembruski 
JOHN & HENGERER 
Suite 600 
1730 Rhode Island Avenue, N.W. 
Washington, D.C.  20036-3116 
Phone: (202) 429-8800 
Email: djohn@jhenergy.com 
            ezembruski@jhenergy.com  

 
Pursuant to the requirements of 10 C.F.R. § 590.103(a) (2013), CPANGC hereby certifies that 

the persons listed above and undersigned are its duly authorized representatives. 

II. 
DESCRIPTION OF APPLICANT 

 
The exact legal name of CPANGC is ConocoPhillips Alaska Natural Gas Corporation.  

CPANGC is a Delaware corporation with its principal place of business in Anchorage, Alaska.  

CPANGC is a wholly-owned subsidiary of ConocoPhillips Company (“ConocoPhillips”), a 

publicly-traded Delaware corporation.  CPANGC is authorized to do business in the State of 

                                                 
2  CPANGC requests waiver of 10 C.F.R. § 590.202(a) (2013) to the extent necessary to include outside 
counsel on the official service list in this proceeding. 
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Alaska, among other states.  CPANGC is the operator and indirect owner of natural gas 

liquefaction and marine terminal facilities located near Kenai, Alaska (“Kenai LNG Facility”).3   

III. 
AUTHORIZATION REQUESTED 

 
 CPANGC seeks blanket authorization to export up to 40 Bcf of LNG from the Kenai 

LNG Facility, acting on its own behalf or as agent for others, to any country with which the 

United States does not have a free trade agreement requiring national treatment for trade in 

natural gas and with which trade is not prohibited by United States law or policy.  CPANGC is 

willing to comply with the agency requirements imposed by DOE/FE in a series of recent 

orders.4  CPANGC seeks such authorization for a two-year period to commence on the date of 

issuance of the order granting the requested authorization.  CPANGC expects that LNG prices 

will vary from time to time to reflect changes in market conditions.  Consistent with DOE/FE 

precedent, natural gas purchase and sales contracts are not being filed as part of this application 

for blanket authorization to export LNG from the Kenai LNG Facility.5  CPANGC certifies that 

there are no other proceedings related to this application currently pending at either DOE or any 

other Federal agency. 

  

                                                 
3  Effective August 2, 2011, CPANGC became the sole owner of the stock interests and assets in the natural 
gas liquefaction and export facilities at Kenai, Alaska, having taken ownership of the 30% interest in such stock and 
assets previously owned by Marathon Oil Company (“Marathon”).  From and after that date, Marathon has ceased to 
have any direct or indirect ownership or operating interest in such facilities. 
4  See, e.g., Freeport LNG Expansion, L.P. and FLNG Liquefaction, LLC, DOE/FE Order No. 2913 (Feb. 10, 
2011) (approving applicants’ proposal to register each LNG title holder for whom they seek to export LNG as agent, 
with such registration including a written statement by the title holder acknowledging and agreeing to comply with 
all applicable requirements included by DOE/FE and to include those requirements in any subsequent purchase or 
sale agreement entered into by that that title holder). 
5  Phillips Alaska Natural Gas Corp. and Marathon Oil Co., DOE/FE Order and Opinion No. 1580, 2 FE ¶ 
70,472 (Apr. 10, 2000) (Order No. 1580).   
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IV. 
BACKGROUND 

 
 CPANGC has the ability to manufacture LNG from natural gas that is produced from 

fields in the Cook Inlet region of Southcentral Alaska and transported by CPANGC or its 

affiliate-owned pipeline to the Kenai LNG Facility.  As discussed below, CPANGC or its 

predecessors exported LNG from the State of Alaska for over forty-five years pursuant to 

several, sequential export authorizations granted by DOE/FE or its predecessor agencies. 

 The original long-term authorization to export LNG to Japan was granted to CPANGC 

predecessor Phillips Petroleum Company (“Phillips”) and Marathon by the Federal Power 

Commission (“FPC”) in 1967.6  Phillips and Marathon were specifically authorized to export 

LNG from the State of Alaska to supply Tokyo Electric Power Company Inc. (“Tokyo Electric”) 

and Tokyo Gas Company Limited (“Tokyo Gas”) for a 15-year period terminating on May 31, 

1984.  The 1967 order also authorized Phillips and Marathon to construct the necessary 

liquefaction and marine terminal facilities in the Cook Inlet Basin near Kenai, Alaska.  The 

original export authorization was subsequently amended by DOE/FE’s predecessor, Economic 

Regulatory Administration (“ERA”),7 in 1982, 1986, 1987, and 1988.8   

 On July 28, 1988, ERA granted Phillips 66 Natural Gas Company and Marathon an 

extension of the long-term authorization to export LNG to Japan for a 15-year period ending 
                                                 
6  Phillips Petroleum Co. and Marathon Oil Co., 37 FPC ¶ 777 (Apr. 19, 1967). 
7  In 1977, the FPC’s regulatory authority over imports and exports of natural gas was transferred to the 
Secretary of Energy by the Department of Energy Organization Act, 42 U.S.C. §§ 7151, 7172.  In turn, the Secretary 
of Energy delegated the authority to the Administrator of the Economic Regulatory Administration, Delegation 
Order No. 0204-111, 49 Fed. Reg. 6690 (Dep’t of Energy Feb. 22, 1984), and then to the Assistant Secretary of 
Fossil Energy, Delegation Order No. 0204-127, 54 Fed. Reg. 11436 (Dep’t of Energy Mar. 10, 1989).  On 
September 23, 2005, this authority was delegated to the Assistant Secretary of Fossil Energy in Redelegation Order 
No. 00-002.04B. 
8  See DOE/ERA Opinion and Order No. 49, 1 ERA ¶ 70,116 (Dec. 14, 1982) (extending export authority 
through May 31, 1989); DOE/ERA Opinion and Order 49-A, 1 ERA ¶ 70,127 (Apr. 3, 1986) (transferring export 
authorization from Phillips Petroleum Company to Phillips 66 Natural Gas Company); DOE/ERA Opinion and 
Order No. 206, 1 ERA ¶ 70,128 (Nov. 16, 1987) (amending pricing formula for LNG exports); DOE/ERA Opinion 
and Order No. 261, 1 ERA ¶ 70,130 (Jul. 28, 1988) (approving extension and modification of export authorization). 
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March 31, 2004.  DOE/FE subsequently approved the transfer of the authorization from Phillips 

66 Natural Gas Company to Phillips Alaska Natural Gas Corporation (“PANGC”) and approved 

amendments of the long-term export authorization in 1991, 1992, and 1995.9   

 On April 2, 1999, DOE/FE granted PANGC, which was subsequently renamed 

ConocoPhillips Alaska Natural Gas Company, and Marathon another five-year extension of the 

long-term authorization to annually export up to 64.4 Trillion British thermal units (“TBtus”) of 

LNG from the State of Alaska to Japan for a period commencing April 1, 2004 and terminating 

March 31, 2009.10  DOE/FE approved amendments to this long-term export authorization in 

2000 and 2008.11  

 On April 10, 2000, DOE/FE granted CPANGC and Marathon blanket authorization to 

export up to 10 TBtus of LNG from the Kenai LNG Facility to international markets over a two-

year period.12  This blanket authorization, which supplemented the long-term authorization 

issued by DOE/FE on April 2, 1999, was activated on September 29, 2007.  DOE/FE later 

granted the request of CPANGC and Marathon to vacate this blanket authorization on April 1, 

2009, contemporaneous with the effective date of the blanket authorization granted in Order No. 

2500 (discussed below). 

 On June 3, 2008, DOE/FE issued Order No. 2500, which authorized CPANGC and 

Marathon to export up to 99 TBtus of LNG on a short-term or spot-market basis from the Kenai 

                                                 
9  See DOE/FE Opinion and Order No. 261-A, 1 FE ¶ 70,454 (Jun. 18, 1991) (amending pricing formula for 
LNG exports); DOE/FE Opinion and Order No. 261-B, 1 FE ¶ 70,506 (Dec. 19, 1991) (transferring export 
authorization from Phillips 66 Natural Gas Company to PANGC); DOE/FE Opinion and Order No. 261-C, 1 FE ¶ 
70,607 (Jul. 15, 1992) (increasing annual export authority to Japan from 52 TBtus to 64.4 TBtus); DOE/FE Opinion 
and Order No. 261-D, 1 FE ¶ 71,087 (Mar. 2, 1995) (amending pricing formula for LNG exports); DOE/FE Opinion 
and Order No. 261-E, 2 FE ¶ 71,429 (Jul. 18, 1997) (dismissing complaint). 
10  DOE/FE Opinion and Order No. 1473, 2 FE ¶ 70,317 (Apr. 2, 1999) (Order No. 1473). 
11  See DOE/FE Opinion and Order No. 261-F (Jun. 20, 2000) (amending pricing provisions of Japanese sales 
contracts); DOE/FE Opinion and Order No. 261-G, 2 FE ¶ 71,597 (Jan. 30, 2008) (reflecting name change from 
PANGC to CPANGC). 
12  DOE Opinion and Order No. 1580, 2 FE ¶70,472 (Apr. 10, 2000). 



6 
 

LNG Facility to Japan and/or one or more countries in the Pacific Rim over a two-year period 

commencing on April 1, 2009 and terminating March 31, 2011.13  DOE/FE affirmed this 

authorization on rehearing in Order No. 2500-A.14 

Most recently, on October 5, 2010, DOE/FE issued Order No. 2860, which granted 

CPANGC and Marathon blanket authorization to export the balance of the 99 TBtus of LNG 

authorized for export in Order Nos. 2500 and 2500-A which had not been exported by the 

termination of that authorization on March 31, 2011.15  This most recent authorization to export 

LNG from the Kenai LNG Facility to Japan and/or one or more other countries in the Pacific 

Rim with which trading is not prohibited by United States law commenced on April 1, 2011 and 

expired on March 31, 2013.  CPANGC did not apply to extend this export authorization beyond 

March 31, 2013 due to then-perceived uncertainties regarding the near-term adequacy of natural 

gas supplies in the Cook Inlet region for regional needs.  As discussed below, circumstances 

have changed to remove those uncertainties and justify the instant application. 

V. 
PUBLIC INTEREST ANALYSIS 

 
 Under Section 3 of the NGA, DOE/FE must authorize an export of natural gas from the 

United States to a foreign country unless there is a finding that the export “will not be consistent 

with the public interest.”16  DOE/FE has found that Section 3 of the NGA creates a statutory 

presumption in favor of approval of a properly-framed export application, which opponents bear 

                                                 
13  DOE/FE Order and Opinion No. 2500, 2 FE ¶ 71,623 (Jun. 3, 2008) (Order No. 2500). 
14  DOE/FE Order and Opinion No. 2500-A, 2 FE ¶ 71,652 (Jul. 30, 2008) (Order No. 2500-A). 
15  DOE Order and Opinion No. 2860 (Oct. 5, 2010).  Of the 99 TBtus authorized by DOE/FE in Orders Nos. 
2500, 2500-A and 2860, approximately 82 TBtus were exported prior to the expiration of the last authorization on 
March 31, 2013. 
16  15 U.S.C. § 717b.  Natural gas is defined to include LNG in 10 C.F.R. § 590.102(i) (2013). 
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the burden of overcoming.17  DOE/FE’s public interest determination is guided by DOE 

Delegation Order No. 0204-111, which “designates domestic need for the natural gas proposed 

to be exported as the only explicit criterion that must be considered in determining the public 

interest.”18  DOE/FE has found the regional need for the natural gas proposed to be exported to 

be the principal focus of its review for an application for authorization to export LNG from the 

State of Alaska.19  DOE/FE has in turn evaluated regional need in Southcentral Alaska by 

determining whether there is sufficient evidence that regional natural gas supplies will be 

adequate to meet both regional needs and the proposed LNG export during the relevant export 

period.  DOE/FE has also considered other factors to the extent they are shown to be relevant to 

the public interest determination for an export authorization. 

As demonstrated below, CPANGC’s application for blanket authorization to export LNG 

from the Kenai LNG Facility to non-FTA countries is not inconsistent with the public interest. 

The natural gas to be exported by CPANGC under the requested blanket authorization is not 

needed to meet regional demand for natural gas during the proposed export period.  Moreover, 

by providing an additional source of demand, particularly during the warmer months when 

domestic demand is low, the requested export authorization will also provide tangible benefits to 

the local community by not only preserving gas well deliverability and enhancing the current 

supply security of Southcentral Alaska but also by providing an economic incentive and market 

opportunity for continued exploration and additional gas supply development in the Cook Inlet. 

                                                 
17  DOE/FE Opinion and Order No. 1473 at p. 13, citing, Panhandle Producers and Royalty Owners 
Association v. ERA, 822 F. 2d 1105, 1111 (D.C. Cir. 1987), the court found Section 3 of the NGA “requires an 
affirmative showing of inconsistency with the public interest to deny an application” and that a “presumption 
favoring...authorization...is completely consistent with, if not mandated by, the statutory directive.”  See also 
Independent Petroleum Association v. ERA, 870 F. 2d 168, 172 (5th Cir. 1989); Panhandle Producers and Royalty 
Owners Association v. ERA, 847 F. 2d 1168, 1176 (5th Cir. 1988). 
18  Order No. 1473 at p. 14, citing, Delegation Order No. 0204-111, 49 Fed. Reg. 6684 (Feb. 22, 1984). 
19  Order No. 1473 at p. 15, n. 48; Order No. 2500 at pp. 44-45. 
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A. There Are Sufficient Natural Gas Supplies to Meet Regional Needs During 
the Proposed Export Period  

 
    1. Letter from the State of Alaska’s Department of Natural Resources 

A recent letter from the State of Alaska’s Department of Natural Resources (“DNR”) to 

ConocoPhillips Alaska, which is being filed in Appendix C to this application, discusses the 

recent change in circumstances and highlights the vital role that the Kenai LNG Facility plays in 

providing natural gas supply security in Southcentral Alaska.  The letter also addresses the 

unique role played by the Kenai LNG Facility as an additional source of demand during warmer 

periods, which will help preserve gas well deliverability and provide an economic incentive and 

market opportunity for continued exploration in the Cook Inlet.  

The DNR letter, dated September 5, 2013, requested that CPANGC file an application 

with DOE/FE for authorization to export LNG from the Kenai LNG Facility in order to provide 

an additional market opportunity for natural gas produced in the Cook Inlet.  The DNR discusses 

several reasons why there has been a resurgence in investment and exploration in the Cook Inlet 

in recent years.  Among those are legislative support for tax credits, ownership transitions and 

state advocacy.  These have led to significant and successful spending in Cook Inlet by new 

companies with substantial exploration budgets and in-field developments that are revitalizing 

existing fields.  The DNR explains that this investment not only brings energy security, but also 

jobs and economic opportunities to Alaskans. 

However, the DNR expresses concern that future exploration budgets may be scaled back 

now that local utility demand is contracted until 2018.  More specifically, the DNR is concerned 

that companies will lack the incentive to invest in continued exploration activities if there are no 

market opportunities for natural gas, which could in turn lead to supply contractions in the future 

as existing wells’ production levels decline.   
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The DNR also notes that current lack of natural gas demand threatens the long-term 

deliverability of both existing and future Cook Inlet area wells.  Specifically, during periods of 

low domestic demand (such as the warmer seasons) producing wells may need to be shut-in, 

allowing water encroachment/saturation and destabilization of the reservoir near the well bore, 

with a consequent loss of both well deliverability as well as ultimate recovery of the gas 

resource.  The DNR notes that renewed operations and export from the Kenai LNG Facility 

would provide an additional market for produced gas during the warmer seasons and avoid these 

negative impacts to well deliverability and resource recovery.   

The DNR concludes that the reopening of the Kenai LNG Facility is the only viable 

means of creating the incremental near-term market (e.g., one that can materialize within the 

period covered by the export authorization described in this application) needed to sustain 

exploration and development budgets and activity in the Cook Inlet. 

2. Cook Inlet Natural Gas Supply  

In DOE Opinion and Order No. 2680, DOE/FE found that there were sufficient supplies 

of natural gas to satisfy both local demand and the export volume during the two-year export 

period which expired on March 31, 2013.  DOE/FE reached that conclusion based in part on 

three studies filed by CPANGC as part of its application in Docket No. FE10-63-LNG, including 

the “Preliminary Engineering and Geological Evaluation of Remaining Cook Inlet Gas 

Reserves” (“2009 DNR Study”) issued by the DNR’s Division of Oil and Gas and Division of 

Geological & Geophysical Surveys in December 2009.20  The DNR undertook this study to 

quantify remaining accessible reserves in major natural gas fields in the Cook Inlet and 

                                                 
20  State of Alaska, Department of Natural Resources, Division of Oil and Gas and Division of Geological & 
Geophysical Surveys, Preliminary Engineering and Geological Evaluation of Remaining Cook Inlet Gas Reserves 
(Dec. 2009), available at: 
 http://dog.dnr.alaska.gov/ResourceEvaluation/Documents/Cook_Inlet_Natural_Gas_Production_Cost_Study.pdf.  
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categorize these volumes based on readiness and certainty of production.  The 2009 DNR Study 

concluded that “enough proved and probable gas reserves exist in Cook Inlet Reservoirs to 

satisfy local demand well into, and possibly beyond the next decade.”21   

In June 2011, the DNR’s Division of Oil and Gas issued a new study entitled, “Cook Inlet 

Natural Gas Production Cost Study” (“2011 DNR Study”), which built upon the 2009 DNR 

Study.22  The 2011 DNR Study analyzed what investment and associated producer revenues 

would be required to generate specific rates of return from developing the Cook Inlet natural gas 

reserves identified in the 2009 DNR Study to meet existing Cook Inlet natural gas demand 

requirements through 2025.  The 2011 DNR Study estimated that there is approximately 1,500 

Bcf of natural gas reserves in existing fields in Cook Inlet.23 Among the conclusions reached in 

the 2011 DNR Study is that, given sufficient continued investments, the Cook Inlet basin is 

capable of supplying regional natural gas needs through 2018-202024 while inclusion of the most 

likely pay category of resource would extend this past 2025.25  The 2011 DNR Study assumed 

that there would be no LNG export demand, but also assumed the absence of exploratory 

success. The DNR’s September 5, 2013 letter indicates that, based in large part on the 

exploratory successes that have occurred in the interim, the DNR now believes that there will be 

                                                 
21  Id. at p. 34.  The study assumed that CPANGC and Marathon would produce and export the full 99 TBtus 
of LNG authorized in Order No. 2500 by March 31, 2011, and that LNG exports would cease as of that date.  
However, the 2009 DNR Study did not conclude that regional demand would only be met after March 2011 if that 
premise held true, and DNR subsequently clarified that its study should not be interpreted to imply such a 
conclusion.  In a letter dated March 15, 2010, the DNR clarified that the 2009 DNR Study provided a basis for there 
being a supply of natural gas for continuation of LNG exports after March 31, 2011 (pursuant to the export 
authorization granted to CPANGC in DOE Opinion and Order No. 2860) while also meeting local demand.  
CPANGC filed a copy of that letter with DOE/FE as part of its application in Docket No. FE10-63-LNG.     
22  State of Alaska, Department of Natural Resources, Division of Oil and Gas, Cook Inlet Natural Gas 
Production Cost Study (Jun. 2011), available at:  
 http://dog.dnr.alaska.gov/ResourceEvaluation/Documents/Cook_Inlet_Natural_Gas_Production_Cost_Study.pdf.  
23  Id. at p. 9, Figure 6. 
24  Id. at pp. 23-24. 
25  Id. at p. 4, Figure 2, Geologic Analysis, Pay + 50%-risked Potential_Pay Category (643 BCF increment, 4 
fields). 
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enough natural gas to support both regional natural gas needs and LNG exports during the 

proposed export period.  Aside from DNR discovered reserves assessments, the DNR’s 

September 2013 letter also indicates that the United States Geological Survey (“USGS”) has 

estimated that the Cook Inlet area basin may also contain trillions of cubic feet of undiscovered 

gas resources.  Specifically, the USGS latest assessment of Cook Inlet undiscovered gas 

resources indicates total undiscovered gas resource estimates for Cook Inlet ranging from a 

minimum (F95) of over 3,100 Bcf to a maximum (F5) of over 28,000 Bcf with a mean estimate 

of over 13,000 Bcf from the conventional gas resource category alone26 while even the more 

conservative gas resource estimating methods of the Potential Gas Agency, Colorado School of 

Mines indicates a total most likely gas resource of over 4,400 Bcf.27 

  3. Southcentral Alaskan Utilities’ Needs Are Satisfied 

Confirmation that the volumes for which export authorization is here being sought will be 

surplus to local needs is provided by the fact that the regional demand for Cook Inlet natural gas 

attributable to Southcentral Alaskan utilities is contracted through the first quarter of 2018.  The 

Regulatory Commission of Alaska (“RCA”) has approved natural gas supply contracts which 

will meet all of Chugach Electric Association, Inc.’s (“Chugach”) – the largest utility in 

Southcentral Alaska – natural gas requirements through the first quarter of 2018.28  All of 

                                                 
26  Assessment of Undiscovered Oil and Gas Resources of the Cook Inlet Region, South Central Alaska, 2011, 
USGS Fact Sheet 2011-3068, available at: http://pubs.usgs.gov/fs/2011/3068/fs2011-3068.pdf. 
27  Assessment of Potential Gas Resources of the United States at p. 56 (Dec. 31, 2012). CPANGC is providing 
a copy of the relevant pages from the report in Appendix D to this application with the written permission of the 
Potential Gas Committee, Colorado School of Mines. 
28  See Chugach Electric Ass’n Inc., Docket No. TA305-8, Letter Order No. L0900456 (Aug. 21, 2009) 
(approving Base Contract for Sale and Purchase of Natural Gas with ConocoPhillips and ConocoPhillips Alaska  
that satisfies 50% of Chugach’s needs through December 2014, approximately 70% of such needs during 2015, and 
approximately 35% of such needs in 2016); Chugach Electric Ass’n Inc., Docket No. TA316-8, Letter Order No. 
L1000175 (May 17, 2010) (approving Base Contract for Sale and Purchase of Natural Gas with Marathon, which 
was subsequently assigned to Hilcorp, that meets the remaining 50% of Chugach’s needs through December 2014); 
Chugach Electric Ass’n Inc., Docket No. TA377-8, Letter Order No. L1300429 (Sept. 10, 2013) (approving Gas 
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ENSTAR Natural Gas Company’s (“ENSTAR”) natural gas requirements through the first 

quarter of 2018 will also be met pursuant to RCA-approved natural gas supply contracts.29  

Municipal Light and Power (“ML&P”) recently entered into a supplemental natural gas purchase 

agreement with ConocoPhillips, ConocoPhillips Alaska, Inc. (“ConocoPhillips Alaska”), and 

CPANGC for gas purchases through 2019.30  Matanuska Electric Association also recently filed 

a natural gas supply contract with Hilcorp Alaska, LLC (“Hilcorp”) for RCA approval in Docket 

No. Docket U-13-160, which would meet its fuel requirements for a new power plant through the 

first quarter of 2018.  Under these circumstances, the LNG to be exported by CPANGC pursuant 

to the requested blanket authorization can be safely assumed not to be needed to satisfy the 

requirements of utilities in Southcentral Alaska during the proposed export period. 

4. Natural Gas Storage Developments in Cook Inlet  

There have also been significant natural gas storage developments in Cook Inlet since 

CPANGC filed its previous export application with DOE/FE in June 2010.  Cook Inlet Natural 

Gas Storage Alaska, LLC (“CINGSA”), a new underground natural gas storage facility located 

in Kenai, Alaska, began operations in 2012.  The natural gas storage facility currently has a 

working gas capacity of 11 Bcf which may be expanded in the future.  Natural gas injected into 

the storage facility during summer months by CINGSA’s firm customers – Chugach, ENSTAR 

and ML&P – provided incremental deliverability in periods of peak demand during the winter of 

                                                                                                                                                             
Sale and Purchase Agreement with Hilcorp that will satisfy up to 100% of Chugach’s unmet natural gas 
requirements for 2015 through the first quarter of 2018). 
29  See ENSTAR Natural Gas Co., Docket No. TA239-4, Letter Order No. L1300387 (Aug. 2, 2013) 
(approving Gas Sales Agreement with Buccaneer Alaska, LLC that will help satisfy ENSTAR’s needs for 2014 
through June 2016); ENSTAR Natural Gas Co., Docket No. TA241-4, Letter Order No. L1300408 (Aug. 16, 2013) 
(approving Gas Sales Agreement with ConocoPhillips, ConocoPhillips Alaska and CPANGC that will help satisfy 
ENSTAR’s needs for 2016 and 2017); ENSTAR Natural Gas Co., Docket No. TA242-4, Letter Order No. L1300428 
(Sept. 9, 2013) (approving Gas Sale and Purchase Agreement with Hilcorp Alaska, LLC that satisfies ENSTAR’s 
unmet needs through the first quarter of 2018). 
30  See Municipality of Anchorage d/b/a Municipal Light & Power, Docket No. TA331-121, Letter Order No. 
L1300506 (Nov. 8, 2013) (approving inclusion of the ML&P-ConocoPhillips Alaska GSA in ML&P’s cost of 
power). 



13 
 

2012-2013.  The availability of natural gas storage further reduces any risk that the natural gas 

supplies to be exported through the Kenai LNG Facility during the short duration of the 

requested blanket authorization will be needed to meet local demand.   

5. Diversion of LNG Feedstock Gas In Times of Peak Need 
 

 Historically, CPANGC has diverted gas from the Kenai LNG Facility during times of 

peak need.31  As required, CPANGC will continue this practice to meet its supply obligations to 

local utilities during times of peak demand.  However, as noted above, the largest Southcentral 

Alaska utilities’ natural gas requirements are met through the first quarter of 2018 or longer.  In 

addition, the new CINGSA natural gas storage facility provides winter peaking deliverability.  

DOE/FE predicted in Order No. 2500 that “market forces will drive the installation of adequate 

[local] delivery mechanisms . . . ” such as “additional natural gas storage and other peak-shaving 

resources . . . .”32  As this prediction has proved true, in the prospective license period, CPANGC 

anticipates the Kenai LNG Facility primarily will support local winter deliverability by balancing 

demand during warmer periods and avoiding negative impacts to wells and resource recovery.  

6. The Kenai LNG Facility Will Provide a Base Level of Demand to 
Prevent Well Shut-In 

 
The Kenai LNG Facility has historically provided a base level of demand for natural gas 

during the summer months, which ensured that natural gas wells were not curtailed or shut-in 

due to decreased local utility demand during those months, hence protecting reserves and well 

deliverability to serve utility demand during the colder months.  The Kenai LNG Facility’s 

historical demand for natural gas in the warmer months was absent this past summer due to the 

fact that CPANGC’s export authorization had expired on March 31, 2013.  As illustrated below, 

                                                 
31  Order No. 2500 at p. 52; Order No. 2860 at p. 16. 
32  Order No. 2500 at p. 52-53. 
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publicly-available data indicate that this lack of base demand for natural gas led to the shut-in of 

as much as 145 MMcf per day, as a monthly average, of Cook Inlet production during summer 

2013.  

 

Resumption of LNG exports by CPANGC pursuant to the requested blanket authorization will 

help alleviate this problem by restoring the base level of natural gas demand historically 

provided by the Kenai LNG Facility during warmer months. 
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B. Other Factors Relevant to the Public Interest 

DOE/FE has previously stated that domestic need is the only explicit public interest 

consideration identified by DOE Delegation Order No. 0204-111, but that it will consider other 

factors to the extent they are shown to be relevant to its public interest determination, including 

benefits to the Alaskan economy 33  The Kenai LNG Facility has historically played an important 

role in the economy of Southcentral Alaska.  When the Kenai LNG Facility is in operation, the 

plant employs approximately 50 people directly and 128 people indirectly generating an 

estimated $13.4 million in personal income.  The Kenai LNG Facility’s impact on the state and 

local economy has been estimated by CPANGC to be $20.1 million per year.  In part by 

purchasing gas during warmer periods when local demand is low, the plant also facilitates the 

generation of many millions per year in royalties and taxes for the State of Alaska, as well as 

other tax revenues for the Kenai Peninsula Borough.   

C. Letters and Resolutions in Support 

In addition to the DNR letter discussed above, letters in support of the requested export 

authorization have been provided by Southcentral utility, production and exploration companies.  

Copies of these letters are being filed in Appendix E to this application.  These letters provide 

corroborating evidence that the requested blanket authorization to export LNG will be consistent 

with the public interest and is important to the supply security of the Cook Inlet region.   

  

                                                 
33  Order No. 2500 at pp. 55-56.  See also Yukon Pacific Corp., DOE Opinion and Order No. 350, 1 FE ¶ 
70,259 (1989), reh’g denied, 1 FE ¶ 70,259 (1990) (considering the potential effects of the export on other aspects 
of the public interest). 
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VI. 
REQUEST FOR EXPEDITED ACTION 

 
 CPANGC requests that DOE/FE act upon this application as expeditiously as possible, 

preferably within 90 days, in order that the requested LNG export activity can be resumed during 

the second quarter of 2014.  CPANGC believes that expedited action is warranted under the 

circumstances.  CPANGC does not expect material, substantive opposition to the requested 

export authorization from key stakeholders in Southcentral Alaska.  The DNR letter reproduced 

in Appendix C and the letters in support filed in Appendix E demonstrate support for issuance of 

the requested blanket authorization to CPANGC.  In addition, CPANGC is relying upon a supply 

and demand study that DOE/FE has already evaluated in Order Nos. 2860, as supplemented by 

the 2011 DNR Study that is incorporated by reference in this application.  

VII. 
ENVIRONMENTAL IMPACTS 

 
 Approval of this application is not a major Federal action significantly affecting the 

quality of the human environment within the meaning of the National Environmental Policy Act 

of 1969, 42 U.S.C. § 4321 et seq., and no environmental impact statement or environmental 

assessment is required.  The proposed export of LNG would not require any changes to the 

Kenai LNG Facility.34  The LNG manufacturing and storage facilities that will be utilized during 

the blanket authorization already exist and have been operated safely without major disruption of 

supply or accident from their startup in 1969. 

  

                                                 
34  The Kenai LNG Facility has been maintained in cold standby mode since March 31, 2013, and has met all 
Federal Energy Regulatory Commission requirements necessary to re-commence export activity once DOE/FE 
export authorization has been secured. 
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VIII. 
APPENDICES 

 
 The following appendices are attached to this application and incorporated by references 

herein: 

 Appendix A: Verification 

Appendix B: Opinion of Counsel 

Appendix C: Letter from Department of Natural Resources 

Appendix D: Report of the Potential Gas Committee  

Appendix E: Letters in Support 

IX. 
CONCLUSION 

 
For the foregoing reasons, CPANGC respectfully requests that DOE/FE grant its request 

for blanket authorization to export LNG from the State of Alaska to any country with which the 

United States does not have a free trade agreement requiring national treatment for trade in 

natural gas and with which trade is not prohibited by United States law or policy as expeditiously 

as possible.  The public interest test – which, as noted, is dependent on a showing that domestic 

needs will not go unmet – is satisfied.  Rather than viewing the export and local markets as 

mutually exclusive, in this instance they should instead be seen as symbiotic.  Resumption of 

LNG export activity will help ensure that regional natural gas demands will be satisfied by 

providing an economic incentive and market opportunity for continued exploration in the Cook 

Inlet.  
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