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Date of Meeting:  March 23, 2015  

  

Subject:  Natural Gas Transportation Agreement   

 

Purpose of Report:  To request approval of a Natural Gas Transportation Agreement with Oklahoma 
Natural Gas/ONE Gas (ONG) for the new Power Generation Station (PGS). 
 

Background: The new PGS will require natural gas to fuel its reciprocating engines to generate 
electricity.  The location of the new PGS was chosen partially due to its proximity to a high pressure 
natural gas line located approximately four miles due north of the project site.  The high pressure gas 
transmission line is owned and operated by Enable Midstream.   
 
On August 25, 2014, staff, working with the project engineering firm Burns and McDonnell (BMcD), 
released a Request for Proposals (RFP) to solicit interest in building a natural gas line from the 
transmission line to the PGS site.  The RFP stipulated that proposals would be accepted from 
companies who regularly build, own, and operate natural gas lines as well as companies who 
specifically build natural gas lines for ownership and operation by others.  The RFP identified two 
components of the new pipeline, which are the connection to the high pressure gas transmission line 
and the construction of the natural gas pipeline infrastructure (called the lateral) to the new PGS.  The 
connection to the high pressure gas transmission line will be addressed in a future report.  This report is 
limited to the lateral line only. 

 

Discussion:   On October 15, 2014, staff received four responses to the RFP.  Enable Midstream, 
ONG, Southern Star, and Utility Safety and Design Incorporated (USDI) submitted proposals. 
   
Southern Star submitted a proposal to connect to their high pressure transmission line, which was 
approximately twenty miles west of the PGS site.  Southern Star met all the requirements of the 
proposal; however, due to the costs associated with constructing over 20 miles of lateral pipeline, they 
were eliminated from consideration. 
 
USDI submitted a proposal to build the lateral line to the PGS site, which would connect to the Enable 
Midstream gas transmission line for $4.5 million.  In order to accept the USDI proposal, the SUA would 
have to pay the cost of construction and then operate the lateral.  Although this proposal was not a 
preferred option, because of the up-front cost and operational aspects, it did give the project team a 
good idea of the lateral pipeline capital cost, which could be used as a gauge to compare other 
proposals.   
    
Enable Midstream submitted a proposal to build the lateral; however, after many discussions with them 
it was determined that ONG could build the line at a significantly lower cost.  Their proposal also 
included the connection to their transmission pipeline, which as previously noted will be the subject of a 
future report. 
 
ONG has submitted a proposal that is comparable to the cost estimate to construct provided by USDI.  
The lateral line proposed by ONG will be sized to meet the needs of the new PGS as well as future 
growth in the ONG distribution system in Stillwater.  Additionally, the proposed lateral will connect to the 
ONG distribution system in the industrial area of Stillwater, which is in much need of additional capacity 
and it will also serve as a second connection for Stillwater to the bulk gas system.  The term of the ONG 
proposed contract is approximately 26 years from the time that service commences (April 1, 2016 



 

 

 

 

through May 31, 2042).  The contract term coincides with the remaining term of the Grand River Dam 
Authority (GRDA) contact.  In the capacity payment formula of the GRDA contract, there are provisions 
for payment of the gas transportation costs associated with the new lateral pipe line.  The construction 
cost (approximately $4.4 million) for the lateral line built by ONG will be spread out over the remaining 
26 year term of the GRDA contract and recovered through the capacity payments. 
 
In order for the new PGS to meet the targeted commercial operation date of June 30, 2016, it is critical 
that ONG has gas service to the site by April 1, 2016.  While nothing in the contract holds them 
accountable to meet that deadline, they have assured the SUA that this project is their number one 
priority and they will do everything in their power to make the deadline.  Several factors that could affect 
their timeline are right of way acquisition, material acquisition, and bad weather.  The project team will 
be working closely with ONG to ensure a timely completion of the lateral pipeline.   

 

Budget Impact:  This item requires no new appropriation or budget amendment and should not 
affect the year end projected balances. 

 

Recommendation: It is recommended that the Trustees approve the Natural Gas Transportation 
Agreement with ONG for the new PGS subject to satisfactory negotiation of the terms and conditions 
and final legal review and authorize staff to execute the agreement. 
 

 

Prepared by:  

 
 
Loren Smith, G & T Division Manager 

Reviewed by Administrative Director:  Dan Blankenship, SUA Director 

Reviewed by City Attorney’s Office: John E. Dorman, City Attorney 

Date of Preparation:  March 16, 2015 

  

Submitted by:   
 

 
___________________________ 
Dan Galloway 
City Manager 
 
 

   


