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Transcontinental Gas Pipe Line Corporation
Underground Storage and LNG Final Abandonment Estimate
General Assumptions
1.
Transco’s underground storage and LNG abandonment projects will be conducted independently.  Transco’s management will begin preparation for each abandonment project two years prior to the scheduled abandonment.  Transco will manage and coordinate retirement activities prior to and during the actual retirement or hire a construction manager to perform these duties.  Demolition work for each project will be completed one year after work commences.  Transco management and overhead costs are estimated to be 15 percent of the direct cost of demolition.
2.
Transco will file a FERC Section 7(b) abandonment application for each abandonment project that will include a complete environmental report concerning the proposed abandonment activities.

3.
All above ground facilities will be removed and disturbed areas restored.
4.
Pipeline will be purged of hydrocarbons, cut in 40 foot sections, and removed.
5.
All underground storage field injection/withdrawal, disposal, and observation wells will be plugged and abandoned.  Well head equipment and tubing will be salvaged.

6.
Transco will hire an environmental contractor to check for the presence of hazardous materials and monitor retirement work.  Work will involve inspection, sampling, evaluation, and report writing.  It is estimated that environmental contractor costs will be five percent of demolition contractor’s costs.
7.
Transco inspection costs are estimated to be five percent of demolition contractor’s costs.

8.
The estimated scrap value of carbon steel is $120 per ton and the estimated scrap value of aluminum is $1,200 per ton.  It is estimated that the scrap value of material is approximately 60 percent of the scrap value at the scrap yard.  Salvage contractor will prepare material for shipment to scrap yard.  Preparation includes cutting material to proper size, cleaning tanks and vessels, removing pipe coating, etc.  Material must then be loaded onto carriers and transported to scrap yard.

9.
The estimated gross salvage value of equipment assumes that equipment is at the end of its service life and reflects the cost of preparing equipment for shipment to salvage yard and the cost of loading equipment onto carriers and shipping equipment to salvage yard.
10.
No salvage allowance is included for underground storage field recoverable base gas.

11.
ROW easements will revert back to deeded owners.  ROW costs are included in management and overhead costs.

12.
All abandonment costs are estimated in May 2006 dollars. 

