What’s next for Ballot Measure 3?

Gas line champion maps strategy for getting answers, once and for all
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The day after the Nov. 5 election, Scott Heyworth sat down with members of Gov.-elect Frank Murkowski’s transition team. 

“It’s wasn’t anything formal, more like scribbling on cocktail napkins,” recalled Heyworth, the chief proponent of the All-Alaska Gas Line Initiative. 

“My task now is to convey to the governor-elect’s transition team the important things. I wanted them to know that we are eager to work with the Murkowski administration and that we have ideas for how to proceed.”

Bill Noll, a member of Murkowski’s transition team, said he and others met with Heyworth after the election to hear his ideas.

“Obviously, Scott is not a guy who lets grass grow under his feet. He’s eager to get started,” Noll said.

As for how Murkowski views the All-Alaska Gas Line, Noll says he will wait to speak with Murkowski before talking about the future governor’s plans for the new authority. 

“I voted for it. I can tell you that,” he added.

Heyworth said the purpose of the All-Alaska Gas Line Initiative is to find out, once and for all, if the project is economical and if markets are interested in Alaska natural gas. 

Alaska’s major gas producers have said Asian markets can get a plentiful supply of less-expensive gas elsewhere.

Heyworth said some Asian buyers disagree, and West Coast markets have never been studied as a potential market for Alaska. “We’ve received a number of inquiries since Tuesday, including one from British Columbia, of all places. They are interested in natural gas to supply the city of Vancouver,” he said.

Noll said Murkowski will bring some special abilities to the table in unraveling the puzzle of potential overseas markets for Alaska natural gas. “Gov. Murkowski is a man with vast international experience,” he said. “He’s always had a genuine feel for the international scene.”

Heyworth has come up with numerous recommendations for creation of the new gas line authority mandated by Ballot Measure 3 and an outline for implementation of the new law. 

Alaska voters approved the ballot measure, which called for creation of the All-Alaskan Gas Line Initiative, by a margin of more than a 3 to 2. 

Now that the election is over, outgoing Lt. Gov. Fran Ulmer must certify the results, including the outcome of Ballot Measure 3, on Nov. 29, Heyworth said. The initiative will become a state law 90 days after certification, or on March 1. 

The new governor, Murkowski, will then be required to nominate seven Alaskans to serve on a board of directors that will oversee the new gas line authority. By law, the nominees must then be confirmed by the Alaska Legislature.

“We modeled the board of directors for the authority after the Alaska Permanent Fund,” said Heyworth. He noted that the directors would receive no salary, but only a per diem and travel expenses. 

Rep. Jim Whitaker, R-Fairbanks, said it is too early to say how the Legislature will greet the gas line authority nominations and other legislation. 

“I wish I could say it will be met with open arms, but I don’t think that will be the case,” said Whitaker, who supported Ballot Measure 3.

Whitaker said Alaska’s lawmakers are well aware of the initiative and that it is a voter mandate. 

“We know it can and should be a positive component, but we also know the oil industry is dead set against it,” he said. 

Whitaker said he hopes the Legislature will do some thinking and cooperate with the Murkowski administration. 

“Rather than going in with our mouths open and our minds closed, we need to be a bit on the contemplative side,” he added.

Heyworth wants the authority’s directors to be individuals who have the best interests of Alaska at heart. 

“It would be a total conflict of interest for employees of the three North Slope gas producers to serve on the board,” he said, “but other people from the industry who have experience with natural gas would be acceptable.” he said. “I’m looking for Alaskans who are interested in making the project go forward.”

Heyworth’s short list includes John Kelsey, former ARCO executive Ken Thompson, former Alaska Permanent Fund Executive Director Dave Rose, Jim Weeks, a former ARCO executive and president of two small oil companies, former Gov. Walter Hickel, former Gov. Bill Sheffield and Teamsters executive Jerry Hood.

“I’ve talked to several of these people, and they said they are interested, but they don’t want to be involved unless they have full faith there will be a project,” Heyworth said.

Will there be a project?

Yes, said Heyworth, who believes the state of Alaska can easily attract financial backing from private sources to develop and build a $12 billion gas pipeline from the North Slope to Valdez. 

“Should the (proposed) Canada line go through, we want to hook into it with the Y-line concept.”

The “Y-line” calls for adding a spur gas pipeline that would continue south to Valdez when the pipeline, currently proposed by gas producers BP Exxon Mobil Corp. and ConocoPhillips, turns east to follow the Alaska-Canada Highway into the Yukon Territory and on to Alberta.

The gas line authority’s new board of directors must hire a staff, including an executive director.

Heyworth said he told Murkowski’s transition team that he’d like to see the authority “hit the ground running” when its organization is fully in place. Toward that end, he also suggested that the Murkowski administration gather up all of the relevant information available on a North Slope-to-Valdez gas pipeline, including studies and models developed by Yukon Pacific Corp., a company that has long advocated development of a liquefied natural gas project from the North Slope to tidewater near Valdez. 

Yukon Pacific officials have said they would make all of the information from their proposed Trans-Alaska Gas System project available to the authority, including the valuable federal and state permits they have already obtained for the project.

“Most of their engineering work is done. We’ve been told that it is almost 95 percent complete,” Heyworth said.

Completing the engineering should cost about $500,000, he said.

Heyworth said Murkowski also should seek studies and information from the three major gas producers, who have studied building a gas line for LNG from the North Slope to tidewater ports in Valdez and Kenai.

“I think the governor should try to bring the producers in to this project early. They should be included,” Heyworth said.

Heyworth’s other recommendations include establishing the gas line authority’s headquarters in Anchorage for expediency, developing a budget and identifying gaps in the engineering and economic work already done. 

He also wants the authority to study the potential for developing a petrochemical industry in Alaska, evaluate both Asian and West Coast markets for LNG sales, identify markets for these sales and produce an economic model for the All-Alaskan gas line.

Under law, Alaska’s attorney general will be the gas line authority’s legal counsel. As such, Heyworth believes the attorney general should aggressively identify potential legal problems, including possible Federal Energy Regulatory Commission and state pipeline regulatory hurdles.

Once the prep work is finished, Heyworth envisions the authority moving quickly in a three-step process:

1.  Procure the gas or options to buy the gas or negotiate a purchase from one or more of the producers,

2.  Find buyers for the gas in the Pacific Rim or on the West Coast, and;

3.  Sit down with Yukon Pacific to negotiate a price for the company’s permits. Yukon Pacific would then be paid in installments over the life of the project, rather than in one lump sum as critics have predicted, Heyworth said. 

He estimates the entire one- to two-year evaluation/investigation phase of the project he has outlined will cost the state about $2 million. 

“If we get to that point and everything looks good, then, and only then, would the authority’s board go out to the capital markets looking for investors,” he said.

