Peabody’s Improbable History — Rocky and Bullwinkle Show
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A trip through the history of pipeline expansion in the Rockies
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Presenter
Presentation Notes
Setting the stage for how the world of pipelines in the Rockies in 1980, I start with Questar Pipeline Company (then known as Mountain Fuel Supply Company).  In 1980, this pipeline existed to serve Salt Lake City and other smaller cities and towns along its system




Presenter
Presentation Notes
Colorado Interstate Gas Company’s system in 1980 is designed around its obligation to serve the front range area of Colorado by bring gas from Wyoming and up from TX, OK and KS into Colorado




Presenter
Presentation Notes
In 1980 Kansas Nebraska Pipeline served its namesake states and Wyoming with gas supplies from WY and KS.  This system is now known as Kinder Morgan Interstate Gas Transmission Company.




Presenter
Presentation Notes
In 1980 Northwest Pipeline Company served ID, WA and OR with gas supplied from sources in CO, UT and WY.




Presenter
Presentation Notes
In 1980 WBI served its markets in MT, WY, SD and ND with gas from WY and MT.




Presenter
Presentation Notes
In 1980, Cities Service Gas Company served markets in KS and MO with gas sourced from WY and OK.  This pipeline is small – 18” and 20” for its line from WY into KS which has prevented any economical expansion of that system.  That pipeline is now known as Southern Star Central Gas Pipeline.
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*Pipelines are in the merchant business

*All gas is system supply

eDedications to interstate commerce for interstates
*Prices in interstate commerce are regulated

*No NYMEX, no index prices, no differential

1980



Presenter
Presentation Notes
In 1980 interstate pipelines are still in the merchant business.  Gas that is connected to a particular interstate pipeline is dedicated to that pipeline and cannot be sourced to another pipeline.  The pipeline companies are the buyers of the gas and in turn sell it to the local gas distribution companies that they serve.  Prices are regulated under a scheme called “Maximum Lawful Price” which sets out a range of prices that apply to particular gas supplies depending on when the well was drilled, depth and other factors.  There is no spot market, no NYMEX and consequently no concept of “price differential”
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Natural Gas Export Capacity From the Rockies
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Presenter
Presentation Notes
Based on the movement of gas out of WY, CO and UT by the pipelines serving customers in OR, WA, ND, SD, KS and NE, the capacity to export gas out of the Rockies region (WY, UT and CO) is 1.8 bcf per day in 1980




Presenter
Presentation Notes
In 1983 Overthrust Pipeline is built as part of a system to take gas from SW to the eastern end of NE.  A name change reflecting a change of full ownership by Questar Corp. occurs years later. 





Presenter
Presentation Notes
In 1983 Wyoming Interstate Company is built as part of a system to take gas from SW Wyoming to the eastern edge of NE.




Presenter
Presentation Notes
In 1983 Trailblazer Pipeline is built as part of a system to take gas from SW Wyoming to the eastern edge of NE.
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*Overthrust, WIC, Trailblazer Integrated System
eLast merchant pipeline system built in Rockies
eOwners include NGPL, NNG, Tennessee Gas and
Columbia Gas



Presenter
Presentation Notes
The three pipelines built in 1983 constituted the Trailblazer system and allowed gas in SW Wyoming to flow to the eastern edge of NE where the gas entered existing pipeline systems that in turn served the upper Midwest and Chicago. The actual owners of the Trailblazer system were a mixed bag of interstate pipeline companies.  Each of these companies had purchased gas in Wyoming for their own system needs.  The gas owned by Tennessee Gas and Columbia would make its way back to those systems by way of exchanges for gas that NGPL would have on the part of its system that stretched from Texas and Louisiana to Chicago. The Trailblazer system was the last pipeline out of the Rockies that was built on the model of pipelines as the merchants who would own all of the gas moving through their systems.
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Presenter
Presentation Notes
With the advent of the Trailblazer system, export capacity rises to 2.4 Bcf per day
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Presenter
Presentation Notes
In 1983 two pipelines that will years later impact WY are built.  Each was built in anticipation of the construction of the Alaskan Gas Pipeline.  While waiting for Alaskan Gas to arrive these pipelines would move gas produced in Alberta to markets in the Midwest and on the west coast.  In addition to these two interstates, work was done in Northern California and in SW Colorado to assist in the delivery of gas to markets in Northern and Southern California.  PGT later changed its name to Gas Transmission Northwest.




Presenter
Presentation Notes
In 1993 Kern River is built. This is the first pipeline out of the Rockies that is built to serve specific shipper customers rather than as a pipeline who would buy the gas for resale to its own customers.  In 1993, the Federal Energy Regulatory Commission is still wrestling with the concept that pipelines have to show that there are sufficient gas reserves available to the proposed pipeline to justify granting the power of eminent domain to the pipeline company wishing to build the line.  The WPA is instrumental in convincing the FERC, the California Public Utilities Commission and the prospective consumers in California that Wyoming has sufficient gas reserves and the deliverability to fill the proposed Kern River Pipeline Company. Tom Stroock and John Wold served as Chairmen of the Authority with board members Jim Nielson, Ed Boland, Don Basko and Gov Hershler filling out the board during the period when the Kern River project was proposed and promoted.  Governor Sullivan was great very effective in his leadership role opening many doors in California for the Wyoming Pipeline Authority.  Bill Schilling of the Wyoming Heritage Society provided significant help with the legislature which was wary of any state involvement with the project.




Presenter
Presentation Notes
A significant impact of the WPA support for Kern was the demonstration that Kern River Pipeline would not need Canadian gas to fill its system.  Consequently, a pipeline proposed from Alberta to SW Wyoming called Altamont Gas Transmission was never built.  Instead, Kern remained an outlet for gas produced in Wyoming.
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Presenter
Presentation Notes
When Kern went into service in 1993, export capacity out of the Rockies rose to 3.3 Bcf per day.
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Presenter
Presentation Notes
In 1997,  Kinder Morgan converted an oil pipeline to natural gas service.  The project was called the Pony Express Pipeline.  Export capacity out of the Rockies increases to 3.6 Bcf.  The project was supported by long term commitments from producers, marketing companies and local distribution companies in the Midwest.
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Presenter
Presentation Notes
In 1999 after many years of searching for support, the TransColorado pipeline is built in western Colorado.  This pipeline added capacity out of the Rockies southward into the El Paso and Transwestern Pipelines that serve AZ and CA.  Export capacity rises to 4.0 Bcf.
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Presenter
Presentation Notes
In 2002, Trailblazer expands its system by adding compression.  Project coincides with a build of capacity within the Rockies as gas deliverability in the Powder River Basin and SW Wyoming begins a pattern of robust growth.  The expansion is supported by commitments from producers and marketing companies.  Export capacity rises to 4.3 Bcf/d
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Presenter
Presentation Notes
In 1993 Kern River and WBI complete expansions of their respective systems.  WBI adds capacity from the northern end of the Powder River Basin to points of redelivery into Northern Border Pipeline who then takes the gas on to the Midwest.  Northern Border was one of the Alaskan Pipeline “prebuild” segments constructed in 1983.  No Alaskan Pipeline exists.  The Kern River expansion represents a “looping” or the laying of a second pipeline generally parallel to the existing line laid in 1993.  This project is in response to the “California Energy Crisis” of 2001 -2002 when natural gas prices in California shoot up dramatically.  The FERC approves the project for construction in near record time.  Project is supported by electric utilities and merchant electric generators in AZ, NV and CA. The looping of the existing line is done for almost the entire Kern system.  Two segments, one over the Wasatch Front near Salt Lake City and another in the Las Vegas area are left undone.  Export capacity jumps to 5.4 Bcf per day


\/

: i - Natural Gas Export Capacity From the Rockies
Ny T R 12
- G 10
F |
= 4 6.1 Bcf/d
o D
g 6
Q.
8 a4
2 .
lr : 0 T T T T T T T T T T T T
O &N < VW 0 O N <& O 0 O &N & VU 0 O «
00 00 0 W 00 O OO O O OO O O O O O «
[e)} [e)} (o)) (o)} (o)} (o)} (e)} (o)) [e)} (o)) o o o o o o o
— — i — — — i — — — o (o] (o] o (o] o o

i


Presenter
Presentation Notes
In 2005 and 2006 Cheyenne Plains pipeline is constructed and expanded, respectively.  Cheyenne Plains carries gas from the Cheyenne Hub to other pipelines in KS that will carry the gas throughout the Midwest.  Cheyenne Plains wins the competitive race over at least two other projects – Western Frontier Pipeline and KM Advantage Pipeline.  These other two contenders would have served substantially the same function as Cheyenne Plains.  The WPA observes the phenomenon of multiple projects competing for the same potential shipper customers with the consequence that market support gets divided up among projects to the extent that no single project can quickly achieve sufficient support to move forward.  It takes a few years but Cheyenne Plains finally pulls ahead of the pack of competitors and move ahead.  By 2006 with the additional and expansion of Cheyenne Plains, export capacity moves to 6.1 Bcf per day.  Cheyenne Plains’ project was supported by commitments from producers, marketing companies and a local distribution company in Kansas.
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Presenter
Presentation Notes
In 2008 and 2009 the Rockies Express Pipeline comes into service.  Rockies Express was originally named Entrega Pipeline and was a project started by Encana Corp.  Encana ultimately brings Kinder Morgan and Sempra Energy as partners into the project.  Similar to the experiences of Cheyenne Plains a few years earlier, support for expansions out of the Rockies is being dispersed across a variety of competing projects.  No single project is moving quickly forward.  Gas production in Wyoming is expected to ramp up dramatically.  Seeing a pending repeat of the delays that plagued Cheyenne Plains, the WPA steps up to support the Rockies Express Project through a publically announced commitment to 200,000 MMBtu per day of capacity on Rockies Express.  This has the effect of catalyzing support for an expansion around Rockies Express and allows Rockies Express to gain the other commitments necessary to move the project forward.  The WPA ultimately relinquishes its right to capacity to other parties with gas in the Rockies.  Encana departs from an ownership position in the project and ConocoPhillips becomes a project partner.  The Rockies Express project is ultimately constructed based on the early support of the WPA and ultimately the support of commitments from gas producers in the Rockies and Sempra Energy Trading Company.  Rockies Express (“REX”) establishes a straight shot pathway from Wyoming to markets in Ohio and ultimately the east coast. WBI also expands the Grasslands route on its system to add to the WBI’s capability to deliver Wyoming gas to Northern Border pipeline.  Export capacity at year end 2009 is now 8.0 Bcf per day.
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Presenter
Presentation Notes
In early 2010 Kern River completes the process of increasing the allowable operating pressure of its system allowing the original pipeline and the loop to carry more gas.  Export capacity grows to 8.1 Bcf per day. 




Presenter
Presentation Notes
It is now 2010 and it has been nearly thirty years since the Alaskan “pre-build” pipelines were place in service. No Alaskan Gas Pipeline in sight.




Presenter
Presentation Notes
In April of 2010 Bison Pipeline Company received permission from the FERC to construct a 30” line from the northern area of the Powder River Basin to connect to Northern Border Pipeline Company in ND.  When completed, the Bison Pipeline will allow gas from the PRB to flow to Chicago on through a single nomination for service.  Originally planned as a 24” line, the 30” line that Bison is building will allow for ready expansion up to 1.1 Bcf per day in the future. The initial capacity of the 30” line adds roughly 470,000 MMBtu per day of export capacity to the Rockies.  Bison expects to be in service by the end of 2010. 




Presenter
Presentation Notes
In April 2010 Ruby Pipeline received permission to construct a 42” diameter line from SW to a location known as Malin located on the OR/CA border.  This represents a connection to the other leg of the Alaskan “pre-build” system built in 1983.  No Alaskan gas line yet exists.  Falling production and rising consumption in Canada is reducing the quantity of gas available for export to the US. Consequently the Alaskan pre build sections will now serve to move Wyoming gas to the Midwest and the west coast.  The WPA activity supports and promotes the Ruby Project before the California Public Utilities Commission and the FERC.




Presenter
Presentation Notes
In 2010 Kern River expects to receive permission to move ahead with completing the “gaps” in the loop line that exist over the Wasatch Front near Salt Lake City and around Las Vegas.  Kern will add approximately 266,000 MMBtu of capacity with this project.
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Presenter
Presentation Notes
By year end 2011 and with the completion of the latest Kern Expansion, Ruby Pipeline and Bison Pipeline, export capacity out of the Rockies will grow the 10.4 Bcf per day.


y

The State and the citizens of Wyoming have the equivalent economic interest in
natural gas markets as would a 1 billion cubic foot per day producer of natural gas.
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Presenter
Presentation Notes
Natural gas production in Wyoming is a little over 6 billion cubic feet per day.  Based on tax and royalty rates, the State of Wyoming has an revenue interest equal to about 16% of the selling price of natural gas produced in Wyoming.  As such, from an economic point of view, the State of Wyoming looks very much like a producer who 1 billion cubic feet per day of production (6 Bcf per day X 16%).  The Wyoming Pipeline Authority activity promotes and protects that very substantial indirect interest in the ability of producers to produce and sell for a fair price, gas produced in Wyoming.
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