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MEMORANDUM OF THE CHAIRMAN 

To Members of tfi,e Senate Committee on Energy and Natural 
Resources: 

The Alaska Natural Gas Transportation Act (Public Law 94-586), 
passed by Congress on October 1, 1976, and signed l:)y the President on 
October 22, 1976, established a special decisionmaking process for the 
selection of a transportation system to move natural gas from the 
North Slope of Alaska to United States markets. The act was designed 
to expedite the selection·o:f such a transportation system and to provide 
for the participation of the President and Congress in the final de­
cision. Ordinarily, the Federal Power Commission has the final author­
ity to approve proposed natural gas transmission systems. 

As mandated by the act, the FPC reported its recommendations to 
the President on May 2, 1977, and other Federal departments and 
agencies submitted their comments and responses to,the FPC report on 
July 1, 1977. The President is directed by the act to issue a decision 
as to whether or not a transportation system :for the delivery of Alaska 
natural gas should be approved and, i:f so, to designate such a system. 

Pursuant to the act, the President's decision designating an ap­
proved transportation system for the delivery of Alaska natural gas 
shall take effect upon the enactment of a joint resolution of Congress. 
Beginning on the date after the receipt of such decision, the Congress 
has 60 calendar days of continuous session to enact a joint resolution. 
If not approved within 60 days, the act allows the President an addi­
tional 30 days to propose a new decision. 

In order to provide members of the committee, the Congress, and 
the public with access to the various reports and comments submitted 
by the FPC and other Federal departments and agencies, I have asked 
that the President's decision transmitted to the Congress on Septem­
ber 22, 1977, and selected summaries of relevant documents be assem-
bled in a committee print and made available. · 

HENRY M. JACKSON, Chairman. 
(ill) 

ARLIS 
Alaska Resources Library & Information Setvices 

Library Building, Suite 111 
3211 Providence Drive 

~chorage,AJ( 99508-4614 
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DECISION OF THE PRESIDENT 

DECISION ON AN ALASKA 

NATURAL GAS TRANSPORTATION 

SYSTEM 

PREFACE - STATUTORY REQUIREMENTS FOR .A DECISION ON AN ALASKA 
NATURAL GAS TRANSPORTATION SYSTEM 

Section 7(a)(4) of the Alaska Natural Ga·s 

Transportation Act of 1976 (~NGTA) states: 

If the President determines ·to designate for 
approval a transportation system for delivery 
of Alaska natural gas to the contiguous States, 
he shall in such decision-

(A) describe the nature and route of the system 
designated for approval: 

(B) designate a person to construct and operate 
such a system, which person shall be the appli­
cant, if any, which filed for a certificate of 
public cbnyenienc~ and necessity to construct 
and operate such ·syste·m-: 

(C) identify those facilities, the construction 
of which, and those operations, the conduct of 
which, shall be encompassed within the term 
"construction and initial operation" for purposes 
of defining the scope of the directions contained 
in Section 9 of this Act, taking into considera­
tion any recommendation of the Commission with 
respect thereto: and 

(D) identify those provisions of law, relating 
to any determination of a Federal officer or 
agency as to whether a certificate, permit, 
right-of-way, lease, or other authorization 
shall be issued or be granted, which provisions 
he finds (i) involve determinations which are 

- subsumed in his decision and (ii) require 
waiver pursuant to Section B(g) in order to 
permit the expeditious construction an·d initial 
operation of the transportation system. 

(1) 



"-s part of these determinations, an Agreement on 

l?rinciples c<mcluilfi?d wit.h the Government of Canada pre-

scribes various terms and conditions applicable to the 

construction and operation of thepipeline. The Agreement 

on Principles is attached her\lto as Section 7 of this 

Decision and made an integral part of the Decision by this 

reference. 1 

and the finding that it is in the national interest to 

expeditiously unoertake to construct i>n Alaska Nat~u::al 

Gas '!'ransport.ation System, the system designation and 

relat.ed statutory det.erminations are as follows: 

• 
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SECTION 1 - DESIGNATION OF PERSON TO CONS'l'RUCT AND OPERATE 

THE SYSTEM 

The Alcan Pipeline Company, now a wholly owned 

subsidiary of Northwest Pipeline Corporationlf, or its 

successor, is hereby designated to construct and operate 

the portion of the system within the State of Alaska. 

The Northern Border Pipeline Company, a partnership 
I 

consisting of subsidiaries or affiliates of Columbia Gas 

Transmission Corporation, Michigan-Wisconsin Pipeline 

Company, Natural Gas Pipeline Company of America, Northern 

Natural Gas Company, Panhandle Eastern Pipe Line Company, 

and Texas Eastern Transmission Corporation, or its successor, 

is hereby designated to construct and operate the portion 

of the system fro~ the United ~tates-Canada border near 

Monchy, Saskatchewan, to a point near Dwight, Illinois. 

The Alcan Pipel~ne Company, or its successor, and the 

Northern Border Pipeline, or its successor, shall be 

publicly held corporations or general or limited partner-

ships, open to ownership participation by all persons 

1/ Northwest Pipeline owns and operates a 4,300-mile 
- pipeline system for transporting gas in the states of 

, Colorado, Idaho, Nevada, Oregon, Utah, Washington, and 
Wyoming. Northwest Pipeline is a wholly-owned subsidiary 
of Northwest Energy Company, a holding company whose 
principal asset is all the outstanding common stock of 
Northwest Pipeline • 

------------------ -- -- -----



wi t:hout di::;crif:ci.no_ t ion 1 except producer::; of Alaskan 

natural 9e1S ... 

·rte Pacific Gas 1.'ra.nsmission (:)»:pany is het"eby 

designated to construct and operate the portion of the 

sys.te.:r: from tbe LJn.1 t::~d States/Cc::.nada border nc~ar Kir.:gsgatet 

British ColtJ~~bia, to tt1e border between the States of 

California and Oregon~ 

'Ihe .P~cific Gas C!nd B1eetr.ic Company is hereby 

designated to const·:-::..1ct and O.f?t:.:r-at;~ the port.ion of the 

system from the border between the States of California 

and Oregon titrough the State of California~ 

c 

• 

• 
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SECTION 2 - DESCRIPTION OF THE NATURE AND ROUTE OF THE 
APPROVED SYSTEM 

The Alcan system -is an· overland pipeline system to 

transport natural gas from the Prudhoe Bay area of Northern 

Alaska through Alaska and Canada into the Midwest and 

western.sections of the contiguous United States. See 

Exhibit 1. 

The expected volume of gas to be available initially 

from the Prudhoe Bay field is 2.0 to 2.5 billion cubic feet 

per day (bcfd). The system described herein is designed to 

handle this throughput volume. The capacity of the system 

could be increased in the future to accommodate additional 

volume throughput by construction of additional facilities. 

Alcan Pipeline Route in Alaska 

The proposed Alcan pipeline will commence at the 

discharge side of the gas plant facilities in the Prudhoe 

Bay field. The pipeline will parallel the Alyeska.oil 

pipeline southward from the North ilope of Alaska, cross 

the Brooks Range through the Atigun Pass, and continue on 

to Delta Junction. 

At Delta Junction, the Alcan Pipeline will diverge from 

the Alyeska oil pip~line and follow the Alaska Highway and 

the Haines oil products pipeline right-of-way, passing 

near th~ towns of Tanacross, Tok, and Northway Junction 

- -- -------------------------------------------
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in Alaska. The right-of-way of the Haines oii products 

pipeline is at present approximatelY fifty feet wide and 

is closely parallel to the Alaska Highway. The Alcan 

pipeline will then connect with the proposed new facili-

t{es of Foothills Pipe Lines (South Yukon) Ltd. at the 

Alaska/Yukon Territory border. 

From Prudhoe Bay to Delta Junction, Alcan expects to 

construct its line approximately eighty feet from the 

Alyeska oil pipeline. As proposed by Alcan, construction 

will be carried out by extending the existing Alyeska work 

pads. However, Alyeska advised Alcan that its "preliminary 

general guidelines" indicate that the Alyeska and Alcan 

lines must be separ~ted by 100 to 200 feet where blasting 

to build the pipeline trench'would 6ccur (approximately 

350 miles of pipeline length). Additional studies will 

determine the minimum distance between the Alyeska oil 
/ 

pipeline and the Alcari line that is necessary to permit 

safe construction and operation. 

Alcan Pipeline Route Through Canada 

The Canadian portion of the Alcan Project will commence 

at the Alaska/Yukon border in the vicinity of the towns of 

Border City, Alaska and Boundary; Yukon. 

From.the Alaska/Yukon border, the Foothills Pipe Lines 

(South Yukon) Ltd. pipeline will proceed south until it 
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reaches the White River (milepost 44}, wher• it will take 

a roor-E": eastward course: across the: Yu}!.;on Tf:t"t:-ito:t:·y. The 

pipeline will cross the Territory generally parallel to 

the Als;ska 11 iqhway. AlOWj most ;_)f the ne route 

thr::.:=:.J:s1h the Y:.J:kcn r the sepa:r at ivn bstwe¢n the pi pel in~'? 

route and highway route wilJ. be approximately one mile~ 

Th;i'"Ce will be sevf.:'r:al points, however, wh<ere th~:: pipeline 

route will divert substantially from the route of the 

Alaska Highway. Thii:::Je departures from the Alaska Highway 

rout<? will per mi. t thf1 pip01 fne to eonti mu:> on ;:; more direct 

coursE tban if it 'N•.:re to follow tb0 1t.1~~ka Highw.£JY~ 

lJ;t a.pproxi.r:tat.ely mi1(::post. 246, tJ.:~ pip~lin€ will 

be routed north of Whitehorse and cross the Yukon River near 

tbe i nt£;t"section of the Alaska and Klondike Highways, Nea::: 

this intersectic·n, apprcxlmatttJ .. Y ~ :;tiles nct·thWE!St of 

Wh~teho~se, the pipelinB wi.ll ~e constructed to permit a 

.later· ,-~·onnection wtth the ps:c.·pcsr::d Dempster Line f.rl)ff: 

the ~1eckenz i'~ D<~lta, if ar;d when <:he Dt:mpst(i:c Line is 

cons. tr:ncted,. 

After it-. <-;t:ossas the y,lkcm R.i vet: n<)r th of rlhl teharse, 

th<:> pipeline will turn sout!'!east and again travel parallel 

to the Alaska Highway, entering British Columbia at approxi­

mately milepost 397 and reentering the Yukon Territory at 

approximately milepost 435, The pipeline wlll continue 

.. 

• 
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to follow the Alaska Highway eastward through the Yukon 

Territory and again cross the border into British Columbia, 

approximately twelve miles southwest of watson Lake, Yukon. 

At this point, the Foothills Pipe Lines (South Yukon) Ltd. 

pipeline will' terminate, and the Foothills Pipe Line (North 

B.c.) Ltd. interconnecting pipeline will- commence • 

After it passes the British Columbia border, the 

pipeline will proceed generally southeast across the 

northeastern Part of the Province to the British Columbia/ 

Alberta border, crossing the existing Westcioast Transmission 

Company Ltd. main ·line some 35 miles south of Fort Nelson. 

At Boundary Lake on the British Columb~a-Alberta border, 

the pipeline would connect with the Foothills Pipe Lines·· 

(Alta.) Ltd. pipeline. In-Alberta, the Fodthills Pipe 

Lines (Alta. 1· Ltd. -pipeiine will proceed generally ·southeast 

from Boundary Lake to Gold Creel~ J.unction.. After Gold Creek 

Junction;· -the :pipeline will follow the ·existin·g Albert·a· Gas 

Trunkline Co., L'td. (AGTL) pipeline right-of-way to James 

River Station. 

From James River Station, the western leg of the 

pipeline will proceed separately to the south, approximately 

following the existing AGTL right-of-way to the Alberta/ 

British ~olumbia border near Coleman, Alberta. It will 

then con~ect with the Foothills Pipelines (South B.C.) 
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Ltd. pipeline, continue to the southwest across British 

Columbia, and finally connect with the Pacific Gas 

Transmission (PGT) pipeline at the United States/Canada 

border near K in~1sqa te, British Cnlumbia. The pipeline 

route tbrouqh sc,uthern British Columbia will gem.:-cally 

parallel t.h<"? existing pipeline route of! i\lbr.>rta Natural 

Gas Company Ltd. 

For \:.he eastern leg from the Ja;r:es River Station, the 

pipeline will proceed generally to the southeast until it 

reaches the Alberta/Saskatch•~wan border near Empress., 

!\.lb,.n::ta. 'J'he eastern leg wi.U tb0n connec.t with the 

Foothil-ls Pipe Lines {Sask.) Ltd. pipeline. The pipeline 

w1ll then continue to the southeast across Saskatchewan 

and j<.~in with the Northern Bnrder: Pip<alin•~ system at the 

\Jn U:ed St..:ttes/Canada border nea:: Monchy, Sil&J.:atcbew<ln. 

!.>_l~~!l._€_ipeline Rout;e in the ~;_>:?_!1_t~_9.!:1.2:f_§ ___ United States 

On t.h<' wes t.er:n leg, the !Uaska gas wtll be transferred 

at. the United States-Canada border near Kingsgate, !3d t ish 

Columb1a, t.o the PGT system. The PGT system wLU transport 

the gas through northern Idaho, southeast WBShington, and 

central. Oregon. At the Oregon/California border-, the gas 

will be transferred to enter the Pacific Gas and Electric 

Company ( PG&E) system and will then be transported through­

o•,lt. CaU.fornia. 



.. 
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On the eastern leg the Alaska gas will be transferred 

at the Saskatchewan/~ic:ntani~ border from the c,~nadian-owned 

portion of the Alc:an system to the Northern Border 

Pipeline system. The Northern Bor·d;:n:· Pipeline syster.l 

will t:hen transport the gas across the northeast cor·net: 

of Montana, the southwest section of North Dakota, the 

northeast sect ion of South Cakot.;,, the sou tbwes t corner of 

Minnesota, and the northeast section of Iowa, and finally 

bring the gas just south of Chicago to Dwight, Illinois. 

Exhibit 2 on the following page illustrates the 

respective rout.es of the eastecn <1nd western legs ()f the 

Alcan system and their relationship to the existing gas 

pipeline network in the United States. 
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SECTION 3 - IDENTIFICATION OF FACILITIES INCIMDED WITHIN 
"CONSTRUCTION AND INITIAL QPER/ITION" 
..... -·------~---·--·-··-------·-·-----.-

This section identifies the facilities for the Alcan 

project which vill be entitled to the expedited auchoriza-

tion process presc-:;-it.>ed in Section 9 of ANGTP.. The 

facilities which are to b0 covered are those in ttle U~S~ 

which are adequate for a throughput of up to 2.4 bcfd and 

are included in the revised Aleen filing submitted to the 

l''edenll Pow<.:r Commissi<.m (FPC) in March i3, 1977, If any 

modifications tc those facilities are required by the 

Agreement on Principles between the U~S~ and Car1ada, tl1ose 

modified facilities will also be entitled to the expedited 

authorization process in Section 9. 

Uncertainties remain as to the future level of gas 

exports from Canadals historical gas supply sources, The 

actual division of Alaska gas among the various regions of 

the contigtlous United States awaits conclusion of gas sales 

ront -:;·acts. Ro•;t :Lnq and d<2siqn work should be suf fici<;>ntl y 

complete to aU ow final cert 1.f ictlt.icn in iatr: 1978 o::: ea:::-ly 

1979. The final design and location of the facilities, 

however, will. be wit:h.i"l r.be general descr.ipt!.cn set fot:th. 

The qas transportation system '\'lill '.lt:ilize a 48-inch 

diameter pipeline from Prudhoe Bay to ,1ames River, Alberta. 
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From James River, gas destined for the midwestern and 

eastern states will be transported through a 42-inch 

diameter pipeline to Monchy, Saskatchewan, and gas des-

tined for the western states will be transported through a 

36-inch pipeline to Kingsgate, British Columbia. PGT and 

PG&E will complete looping~/as necessary of their existing 

pipelin~ systems from the Idaho-British Columbia border to 

Antioch, California (near San Francisco) with a 36-inch 

diameter pipeline. 

All of the pipeline in Alaska and the first forty-one 

miles of pipeline in the Yukon lie in the continuous and 

discontinuous permafrost regi·on )/ This section will be 

operated in a chill-ed state (i.e., below -32°F.) to pre-

vent degradation of the permafrost regime. Gas chilling 

Y "Looping" is construction of a pipeline parallel to and 
interconnected with an' existing pipeline. Looping may 
extend to.part or all of an existing line. 

By definition, permafrost consists of soil, rock, or 
other earth materiali the temperature of which remains 
at or below 32°F. (0 C) continuously for two or more 
years. Its distribution is not uniform. Factors con­
trolling the distribution of permafrost include the 
glacial and climatic history of the area, thermal prop­
erties of the earth material, ambient temperature, insu­
latio~ properties of overburden, and amount of exposure .. 
to sun (e.g., shading caused by orientation of topographic 
features). · The permafrost would be continuous along 
approximately the first 240 miles of the pipeline (to 
near the South Fork of the Koyohuk River). Along the 
remaining pipeline route to the Yukon border, the perma­
frost would be discontinuous. 
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wiLl be acco!l'.plished by propane refrigeration systen;s at 

all compressor stations in.Alaska. 

'l'he length of the various pipeline segments will be as 

follows: 

Compan;t 

Alcan Pipeline Company 

Foothills Pipe Lines 
(Bouth Yukon) Ltd. 

Foothills Pice Lines 
i Sask.) Ltd: 

Foothills Pipe Lines 
(North B.C.) Ltd. 

Foothills Pipe Lines 
{South S.C.} Ltd. 

Foothills Pipe Lines 
(Alta.j Ltd. 

Alaska 

Yukon 

Saskatchewan 

Yukon/B.C. Border to 
B.C./Alberta Border 

Coleman to Kingsgate 

B.C./Alberta to 
Ja:xnes R'iver 

James River to Colemen 
James River t.o Empress 

1'otal Alaska and Canada 

Pacific Gas Transmission Co. lingsgate to Malin 

Pacific Gas & Electric Co, Malin to Antioch 

Northern Border: Pipeline Co. f,!onchy to Dwight 

Total Contiguous States 

Total System Length 

Exhibit 3 on the next page ident1fies and locates the 

various pipeline segments. 

.Lenqtb 

.lMitesl_ 

7 31 

517 

160 

439 

106 

395 

176 
235 

612 



Al~an Pipeline 
Company 

731 Miles, 48"Line 

---
Foothills Pipe Lines 
(South Yukon) ltd. 
517 Miles, 48"Line 

----------: 
-v(f) 

Foothills Pipe Lines 
(North B.C.) Ltd. 

439 Miles, 48"Line 

Foothills Pipe Lines 
(Alta) Ltd. 

176 Miles, 36"Line 

Foothills Pipe Lines 
(Alta) ltd. 

395 Miles, 48"Line 

Foothills Pipe Lines 
(South B.C.) Ltd. 

1 06 Miles, 36"l.lne 

Foothills Pipe Lines 
(Alta) ltd. 

.236 Miles, 42'"Line 

--------

Pacific Gas Foothills Pipe Lines 
Transmission Co. (Sask) ltd. 

612 Miles 160 Milos, 42"Line 
Partial 36"Looping 

Pacific Gas & ---- Northern Border 
Electric Company ~ipeline Company 

299 Milos 1,117 Miles, 42'Line 
Partial 36"Looplng 

DESCRIPTION Of 

ALCAN PIPELINE PROJECT 

,, ' .. 
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Peak-day capacity uti1izing nine compressor stations 

[see 1tem 4 below) will be 2.6 bcfd, with an average daily 

volume of 2.4 bcfd. By installation of intermediate com-

presser stations~ the system could be increased to 3~4 bcfd 

peak capacity, with an average day capacity of 3.2 bcfd. 

The system C<lpacity could be furthet- inct"eased by addition 

to the compr,.:?ssor horsE":pcwer: Bt t?C1ch station. 

.1',1 c.·<: n Con~-~~~ or _f} t ~-L~2!?.~---~-!!£ ... ~~-t.~A.9_e r a !:L~:!?. 
Facilities in Alaska ·--------------------------------------------------· 

turbine engines, will be used on the Alcar1 system~ In order 

to minimize thawing of the permafrost soil, the discharge 

gas at each compressor station in Alaska will be chilled by 

a propane refr1geration pl.ant3 The following describes the 

required con~ression and refrigeration facilities~ All cf 

theEe facilities are requi~ed for construction and initial 

o_peration<lo 

l'J.rl 
AL-2 
{\J_,- 3 
Alr<i 
l\L-5 
AL-6 
N..:--7 
AirS 

75<0 
133.0 
242.3 
331.0 
418.8 
504.7 
:.189.9 
573.:4 

'l'OT~'\.L 

Nwnb-zr of 
Gas 

Q?>~j;?_:t;!?.~~~?_t;~. 

l 
1 
1 
l 
J 
l 
1 

s 

~!:~L Ir\eta_H,-,d i:lorsepowa:(TSO) 
Gas cx-,s 

~'.0!!EE"~.?EA::>!?: ?.~~j::iqera~ion 

26.-.SOD 
26,500 
26,500 
26,500 
26)"500 
26,500 
26,500 

__ ;?.!_?g_Q __ 

212, GOO 

7,660 
7,660 

13,830 
13,$30 
13,830 
13,830 
13,830 

_13,8'!.9._ 

913,300 
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Other Alcan Pipeline Facilities in Alaska 

r1etering facilities for the measurement of gas flow 

and gas quality will be required in Alaska at the Prudhoe 

Bay receipt point, at the Fairbanks sales·point, and at the' 

transfer point on the Alaska-Yukon border. 

A central operating center, located in Fairbanks, will 

monitor and control" all compressor station operations .if 

Alcan will utilize staging areas established for the 

Alyeska oil pipeline at Prudhoe Bay, Fairbanks, and Valdez. 

Material storage sites will be located at Anchorage, Seward, 

and Whittier, and at selected locations along the pipeline 

r:oute. 

Existing transportation and communication facilities 

will be utilized to the fullest extent practicable. Short 

lateral roads will be constructed to pipeline facilities 

as required. 

Permanent bases for operating and maintaining the system 

will be selected and located after defining areas in which 

·common problems may occur due to similarities of terrain and 

i! The compressor stations will be automated for remote 
control of all normal functions, including discharge gas 
temperature. 
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o.limat:e. The bases wi1.l be located ,1t. or near co:np.ressor 

stat ions to avoid duplication of permanent above-g nmnd 

facilities. Materials and various spare parts will be 

located at the bases to facilitate maintenance and repair 

operations. 

All of these facilittes will be required for construe-

tion and :i.nitial operation. 

For p;xrposes of th:i.s part of the Decision, the faoiliti,:::; 

d<:soribed generally be.low are deemed necessary for constr.uc-

tion and initial operation, and will be entitled to expedited 

issuance of. authorizations pur::>uant tc; Sect ic:n 9 of M1GTA, 

provided that the final certification of such facilities 

shall be determined by reference to t"i"!e si.ze necessa:cy to 

provide the transportation capacity if ied to the rpc.?/ 

by the Secretary of Energy, as set forth in the terms and 

conditions section. 

The final certification function currently resides with 
the Pecer,;l l?O<HH. Ccmmission l.lnder- the 1\latun;.l Gas Act. 
On Octobet· 1, 1:17·1, tile Department of Energy will be 
activated pursuant to the Department of Energy Organiza­
tion Act, Public Law 95-91, and the functions of the FPC 
under the Natural Gas Act will be transferred in part to 
the Federal Energy Regulatory Commission (PERC). There­
fore, where reference is made herein to future actions 
of the FPC, they will be car~ied out by either the 
secretary ur the PERC, as the case ma:t be, as of 
Oct(;b.er 1, 1977. 
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In order to deliver gas contemporaneously to points both 

east and ·west of the Rocky Mountains in the lower continental 

United States, the Alcan system will bifurcate at James River, 

Alberta and form a Western Leg and an Eastern Leg. First, the 

Western Leg is described below, and then the Eastern Leg~ 

Western Leg 

Alaskan gas will be transferred at the Canada/United 

States border near Kingsgate, British Columbia, to Pacific 

Gas Transmission Company (PGT), PGT will transport the 

gas through Idaho, Washington, and Oregon. At the Oregon/ 

California border, the gas will enter the intrastate 

facilities of Pacific Gas and Electric Company (PG&E), 

The gas will be transported throughout much of California 

through existing and expanded intrastate gas pipelines, 

The additional Western Leg facilities which are part 

of the Alcan project are those covered by the "1580 Design," 

The major component of this expansion will add approximately 

873 miles of looping and result in complete looping of the 

917-mile PGT/PG&E system from the Canada/United States· 

border to Antioch, California (near San Francisco). --The 

two parallel lines will be operated as a single system. 

Various modifications to the existing compression facili­

ties will be required. However, the increase in system 
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capacity of 659 mmcfd could be achieved ·.dthout. installation 

(:Jf additional compression hor:S•3power or incr~ase of compres­

sion fuel usage, A minor addition of facilities south of 

Antioch may be made at a later date, depending on conditions 

prevailinC] at that time. All >'i'estern Leg facilities which 

are part of the Alc<H1 project are subject to Section 9 of 

ANGTA • 

'rhe Eastern Leo 

The l'.lcan system will tram::po::·t Alaskan gas for 

delivery to Midwestern and Eastern markets in the lower 

cent i n,;,nt;l.l United St,>t.es through an Bast'-!rn Leg. The 

Bast'2t:n Leg will commence at the b.i furcation point of the 

main sxpres5 line at James River, Alberta and terminatH 

at nwiqht, Illinois {near Chicago). ·rotal length of th<' 

Eastern Leg will be 1,352 miles, including 235 miles in 

Canada and 1,117 miles in the United States. All pipeline 

for tlie Eastern Leg Hill be 42 .inches in diam~~tr:r. 

Alaskan gas will be transferred at the Saskatchewan/ 

Montana bordes; h:om tt1e Canadian-owned p:.)rt;j.on of. the Alcan 

system to the Northern Border. Pipeline system (Northern 

Border). Tl!e Northern u'.)rd:.er system; will travel diagonally 

act:oss ,'!ontana, North Di>kOl:a, South Dakota, Minnesc•ta, and 

Iowa, and terminat<, near Chicago, Illinois, Alon9 this 
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route, direct deliveries of gas will be made by Northern 

Border into the systems which cross the pipeline: Natural 

Gas Pipeline Company of America, Northern Natural Gas 

Company, and Michigan-Wisconsin Pipeline Company. Other 

purchasers will 'receive Alaska gas by displacement.V 

The specific facilities that will be required to 

interconnect the various pipelines to receive gas from the 

Northern Border system, either by direct delivery or by 

displacement, will be determined when gas sales contracts 

have been executed. Final design of the required facilities 

will depend upon the division of Alaskan gas among the 

various pipelin'e companies and various regions of. the 

contiguous States. Final de~ign will be complete at the 

time of final system certification in late 1978 or early 

1979. All facilities which are part of .the Northern Border 

system are necessary for construction and initial operation, 

and all facilities which are part of the Northern Border 

system as finally certified by the FPC are subject to 

Section 9 of ANGTA. 

!i/ "Displacement" of gas is a method· by whi·ch gas may 
be supplied to a purchaser from close by in exchanqe for 
gas sold to the purchaser elewhere. Displacement, ···:1 ich 
is a commonly used method in the gas industry, el!. Ln tes 
the cost of physically transferring gas· between market... 
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Gnder Section 7(&)(4) (D) of ANGTA, the President shall 

identify those provisions of law, relating to any 
determination of a Federal officer or agency as to 
~;bethe:r a cer.t.1 ficat:e~ permit, right-of-~~ay 1 lease, 
or other authori1ation shall be issued or be granted, 
which provisions the President finds (i) involve 
determinations which are s~bsumed in his decision and 
(ti) require waiver pursuant to section B[g) in order 
to permit the expeditious construction and ir1itial 
operation of the transportation systerno 

At this time, however, there are only two statutory· 

provisions that involve determinations subs~med in this 

de~ision and require waiver pursuant to section 8(g} of 

JU~GTA.2f 

Under Section J of the Natural ~as Act (15 U.S.C. 

717b), the Federal Power Commission must issue an order to 

authorize any export of natural gas; such an order shall 

'T;rsecti.on S(g)(.l) of AN<."";TA states that the President 
~ill have the opportunity at a later date to identify 
and seek waiver of additional provisions of law4 
This subsection states: 

At any t1me after a decision designating a 
transportatiop system is submitted to the Congress 
pursuant to this section, if the President finds 
~hat any provision of ]_aw applicable to actions to 
be taken under stlbsection (a} or (c) of section 9 
require waiver in order to permit expeditious con­
struction and initial operation of the approved 
trar.sportati("ln system, the I?t:esid.f?nt·. may subml t 
such proposed w3iver to both "Houses of Congress~ 



24 

issue unless the Commission finds that the.export is not 

consistent with the public interest. . 

In addition, under Section 103 of the Energy Policy 

and Conser.vation Act, the President is required to promul-

gate a general rule, proh·ibi ting exports of natural gas 

from the u.s., except that he may permit those exports 

which he determines to be consistent with the national 

interest and with the purposes,of the Act (Section 103(b) 

(1)). To make such a determination, Section 103(d)(l) 

directs the President to take into account the need to 

leave uninterrupted or unimpaired "exchanges in similar 

quantity for convenience or increased efficiency of trans­

portation with persons or the government of a foreign 

state." 

As a result of the recent Agreement on Principles 

between the United States and Canada, ·Alcan will.be 

required to make available limited quantities of Alaskan 

gas to coinmunities in the Yukon Territory and the western 

provinces, subject to provision of replacement gas down­

stream in Canada. This transaction wili b~ an export 

requiring separate authorizations under.the above 

mentioned two statutes~ 

, .. 
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The requirements arising under Section 3 of the 

Nahn:al Gas <">ct anci under Section 103 of the Ener>}y ?olicy 

and Conservation Act could be met wi~bout waiver of these 

previsions, but additional, and unnecessary, FPC and 

Presidential action would be required. Accordingly, beth 

of these statutory subsections sh<d.l be waived for the 

exchan9e of gas mencioned hereir1~ 
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SECTION 5 - TER!1S AND CONDITIONS AND ENFORCEMENT 

To ensure the proper management and timely completion 

of the construction of the designated transportation system, 

the following general terms and conditions shall be appro­

priately incorporated into any certificate, right-0~-way, 

lease, permit or authorization directed to be made by any 

Federal officer or agency. 

As described more fully below, these terms and conditions 

will be followed by a set of stipulations establishing 

, general standards of environmental and ·construction perfor­

mance, and the procedures for the submission and approval 

of construction plans and environmental safeguards, and then 

by site specific terms and conditions issued prior to actual 

construction of any pipeline segment. The terms and condi­

tions described here are not meant to limit or foreclose 

the adoption of such stipulations and terms and cqnditions 

but are intended to begin the process by which a set of 

effective and workable safeguards are evolved. There is 

contemplated cooperative action by the Federal and Alaska 

State Governments in the development and enforcement of 

stipulations and site specific terms and conditions. 

Similar cooperative action is contemplated with the 

governments of all affected states. 

0 
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Under the proposal made at the end of this section fo~ 

the organizational involvement of the Federal Government 

with the successful applicant, the Federal Inspector for 

construction of the transportation system shall have 

supervision authority over t~~ enforcement of these terms 

and eonditions subject to the ultimate authority of the 

Executive Policy Board described below. 

Terms and Conditions 

The terms and conditions proposed for inclusion into this 

Congressional authorization are set forth, by category, 

as follows: 

I. Construction Costs and Schedule 

Management and Organization 

l. Prior to the issuance of the certificate, 

the successful applicant shall provide a 

detailed ovJrall management plan, to'be approved 

by. the Federal Inspector, for the preconstruction 

and the construction phases of the transportation 

system project. The successful applicant shall 

define its relationship with the execution 

contractors, and shall give consideration to 

various management approaches -- such as Fast 

Track, Stage Design, and other management 

96-226 OJ_ 77 - 3 
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approaches -- that will facilitate the cost­

effective, environmentally sound, and timely 

construction of the project. 

2. The successful applicant may not use cost­

plus type contracts with execution contractors, 

except where the Federal Inspector determines 

that special conditions warrant this type of 

con tract. Otherwise, the applicant shall use 

fixed-price contracts, including the firm fixed­

price, the fixed-price with escalation, and 

fixed-price incentive type of contract. 

3. The successful applicant shall specify for 

approval of the Federal Inspector the insurance, 

bonding_, and any other prequalification require­

ments for all consultants and execution contractors. 

Construction Cost and Schedule Control Techniques 

4. Prior to the initiation of construction, 

the successful applicant shall_ provide· a 

detailed analysis and description of its 

proposed cost and schedule control techniques. 

The applicant shall give particular consideration 

to cost and manpower control and manpower 

estimating techniques. 
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5. Prior to the initiation of construction, 

~he successf~l applicant shall develop and 

submit to the Federal Inspector a final design, 

·design-cost estimat~,· and construction schedule. 

This design cost estimate and schedule must 

represent a construction design of at least 

70 percent (or greater) of the total system, 

and the remainder may not represent any one 

contiguous or specific type of construction or 

geologic situation (e.g., river crossings, dis­

continuous permafrost, or elevated pipeline). 

The Federal Inspector may relax the above zpeci­

fied minimum percentage requirement, with the 

consent of the Executive Policy Board, if he 

finds there are extenuating circumstances that 

warrant such an action. 

General Operating Strategies 

6. The successful applicant shall develop 

and submit to the Federal Inspector cost­

effective and· feasible methods for supplying 

general and specialized equipment, as well as 

repair ~acilities and spare-part inventories, 

to the execution contractors. The applicant 
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shall give consideration t~ various techniques 

of equipment provision, including use of equip­

ment poolsr equipment leasing or buy-backs. 

7. friar to the initiation of construction, 

ihe successful applicant shall supply detailed 

information to the Federal Inspector on its 

labor relations procedures, and indicate the 

propose.d me aris to address and resolve disputes 

arising under collective .bargaining agreements. 

8. In _enterVng into contracts with execution 

contractors, the succes~ful applicant shall 

seek to incorporate techniques for resolving 

disputes arising under such contracts without 

recourse to -litigation. 

Quality Assurance and .Control Procedures 

9. The successfui applicant shall provide to 

the Federal Inspector a detailed description 

of quality assurance and control procedures 

that will· be implemented prior to the start 

of construction. Such a description must at 

least include provisions for quality assurance 

and control procedures for environmental protec­

tion, corrosion, pipeline and compressor-station 
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welds, pipeline placement, _equipment and other 

appropriate matters. 

Procedures for Enforcement of Terms and Conditions 

10. The successful applicant may not initiate 

activity on any aspect of the pipeline until 

authorization to proceed with construction, 

including site-specific terms and conditions 

for that aspect of the pipeline, has been issued 

and procedures for enforcement of terms and 

conditions have been established by the appro­

priate FeaerQl officers. 

Minority Business Enterprise Participation 

11. The successful applicant shall;aevelop and 

submit to the Federal Inspector for- approval a 

plan for taking affirmative action to ensure that 

no person shall on the grounds of race, creed, 

color, national origin or sex be excluded from 

receiving or participating in contracts for 

management, engineering design or construction 

activity. The successful applicant shall require 

each of his contractors ·and subcontractors having 

contracts valued at $150,000 or more to develop 

similar plans providing the assurances specified 

in the preceding sentence. 
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II. Safety and Design 

1. The successful applicant shall construct, 

operate, maintain and terminate the pipeline 

in accordance with Federal gas pipeline safety 

regulations. The applicant shall ensure that 

construction and operating specifications are 

in accordance with good engineering practice, 

both to maintain the safety and the integrity 

of the pipeline and to protect the health and 

safety of project personnel and the general 

public. 

2. The successful applicant may not begin 

construction of. any pipeline segment until 

the Federal Inspector has approved the design 

of that segment, including technical construc­

tion specifications, having had sufficient 

time to review the design. 

3. The successful applicant shall establish a 

procedure for briefing the Federal Inspector, 

or his designated representative, on a regular 

basis concerning the status of the project 

during the design, construction, testing and 

start-up p)1ases. 
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4. The successful applicant shall establish 

a procedure to ensure access to all project 

~acilities by the Federal Inspector, or his 

designated representative, in the performanc~ 

of official duties. 

5. The successful applicant shall submit a 

plan or procedure for conducting its own 

inspections of project facilities during 

construction, to be approved by the Federal 

Inspector. 

6. The successful applicant shall provide a 

seismic monitoring system, to be approved by 

the Federal Inspector, and shall ensure that 

there are adequate procedures for· the safe 

shut-down of the project under severe seismic 

conditions. 

III. Environment 

1. The successful applicant shall construct, 

operate, maintain and terminate the pipeline with 

maximum concern for the protection of environ­

mental values. A set of stipulations containing 

the general standards of environmental and con­

struction performance, and the procedures for the 
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submission and approval of construction plans 

and environmental safeguards will be developed 

by the concerned government agencies and must 

be accepted by the applicant as a condition of 

his right to proceed over public lands. Addi­

tional "site-specific" terms and cdnditions will 

be incorporated in authorizations to proceed 

with construction issued by the appropriate 

Federal agency, into particular certificates, 

rights-of-way, permits and other authorizations 

to protect and enhance environmental values 

during the design, construction and operation of 

the pipeline. These additional "site specific" 

terms and conditions'will be issued as appropri­

ate to minimize disturbance from construction 

and operation of .the p·ipeline to rivers and other 

water bodies and adjacent land and vegetation; to 

protect wildlife and endangered species and 

maintain forest, agricultural and other resource 

productivity; to control the risks of pipeline 

ruptures, leaks and hazards; to maintain air 

and water quality values; to make provision for 

control and disposal of sewage, garbage, wastes 

.. 

.. 
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and toxic substances; and take other measures 

necessary for protection of the environment 

during the design, construction and operation 

of the pipeline. 

2. The successful applicant shall prepare a 

plan of operations which integrates environ­

mental protection with the proposed schedule of 

construction and operations, the proposed super­

visory and technical staffing, the proposed 

quality control programs, and the proposed 

quality assurance programs. In preparation and 

implementation of this plan, the successful 

applicant shall provide for timely integration 

of environmental mitigation and restoration 

practices with the activity which creates the 

need for the restoration or mitigation. 

3. The successful applicant shall develop and 

submit to the Federal Inspector an effective 

plan for implementation of specific environmental 

safeguards through an educational program for 

field personnel prior to and during construction, 

operation, maintenance and termination of the 

pipeline. 

------- -------
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4. The successful applicant shall establish an 

effective pipeline-performance monitoring ·system 

of inspection and instrumentation to insure per­

formance in keeping with environmental concerns. 

IV. Finance 

1. The successful applicant shall provide for 

private financing of the project, and shall make 

the final arrangement for all debt and equity 

financing prior to the initiation of construction. 

2. If the direct capital cost estimates excluding 

interest during construction for the overali pro­

ject in 1975 constant dollars filed with the FPC 

immediately prior to certification, adjusted to 

reflect design changes to increase capacity that 

result from the Agreement on Principle between 

the United States and Canada, materially and 

unreasonably exceed the comparable capital cost 

estimates filed by Alcan with the Federal Power 

Commission on 11arch 8, 1977, Section 6, page 2, 

the FPC may not issue a certificate for the 

project. If these final capital cost estimates 

are not excessive under the above standard, the 

FPC may use these final estimates for the U.S. 

.. 
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segments as the basis for fixing a variable rate 

of return on equity that will reward the applicant 

for project completion under budgeted cost and 

penalize the applicant for project completion 

above budgeted cost. The variable return shall 

be set to provide substantial incenti~es to 

construct the project without incurring overruns. 

These final capital cost estimates need not 

be the design-cost estimates based on the system 

design which must subsequently be submftted to 

the Federal Inspector. The applicant shall, 

however, submit to the FPC.for approval on a 

timely basis all components of construction work 

in progress. 

3. Neither the successful applicant nor any 

purchaser of Alaska gas for transportation 

through the system of the successful applicant 

shall be allowed to make use of any tariff by 

which or any other agreement by which the 

purchaser or ultimate consumer of Prudhoe Eay 

natural gas is compelled to pay a fee, surcharge, 

or other payment in relation to the Alaska 
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natural gas transportation system at any time 

prior to completion and commissioning of opera­

tion of the system. 

4. The Alcan Pipeline Company, or its successor, 

and the Northern Border Pipeline, or its suc­

cessor, shall be publicly held corporations 

or general or limited partnerships, open to 

ownership participation_ by all persons without 

discrimination, except producers of Alaskan 

natural gas. 

V. Anti trust 

1. The successful applicant shall exclude and 

prohibit producers of significant amounts of 

Alaska gas, or their subsidiaries and affiliates, 

from participating in the ownership of the Alaska 

natural gas transportation system, except that 

such producers may provide guarantees for pro­

ject debt. The aforesaid producers of Alaska 

gas may not be equity members of the sponsoring 

consortium, have any voting power in the project, 

have any role in the management or operations of 

the project, have any continuing financial obli­

gation in relation to debt guarantees associated 

.. 
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with initial project financing after the project 

is completed and the tariff is put into effect, 

· .. or impose conditions on the guarantees of 

proje_ct debt permitted above which may give 

rise to competitive.abuse, including power to 

vet.o pro-competitive policies. 

2. All agreements for the sale of Alaska gas 

made. between the aforesaid producers and pur­

chasers who are shippers through the Alaska 

natural gas transportation system shall be fully 

disclosed to the Federal Power-Commission, and 

all collateral agreements made .between the same 

parties·with respect to the sale of Alaska gas 

shall also be fully disclosed. All contracts 

for sale of Alaska gas, for all collateral agree­

ments to these contracts, shall be submitted for 

approval by the Federal Power Commission. 

VI. Certification of Facilities 

1. Prior to the issuance of a certificate of 

public convenience and necessity to Northern 

Border Pipeline or to Pacific Gas Transmission 

Company, the Secretary of Energy. shall certify 

to the Federa-l Power Commission whether there. 
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has been any material change in the facts 

regarding future potential gas supplies for the 

East or West since the date of this Decision 

that would warrant ~ertification of such facili­

ties at a different rated capacity than authorized 

herein. If the Secretary certifies that there has 

been a material change in the facts, he shall 

instead certify to the Commission the capacity 

at which he has determined a certificate of public 

convenience and necessity should be issued and 

the reasons therefor, which capacity· shall be 

determined in a manner that is as consistent as 

possible with the reasons for the initial authori­

zation~ as set forth in the Report submitted to 

the Congress pursuant to Section 7(b) of the 

Alaska Natural Gas Transportation Act, Public Law 

94-586. The certificate issued by the FPC shall 

be consistent with 'the Secretary's determination. 

Enforcement 

To enforce the terms and conditions proposed above, 

and to carry out the duties of the office assigned and set 

forth by _section 7(a)(S)(A)-(E) of ANGTA, an appropriate 

and qualified individual shall be appointed by the President 
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to serve as the Federal Inspector, with the advice and 

consent of the Senate. Upon approval of the Presidential 

designation of an Alaska natural gas transportation system, 

the Federal Inspector shall: 

(A) establish a joint surveillance and monitoring 
agreement, approved by the President, with the State of 
Alaska similar to that in effect during construction of 
the trans-Alaska oil pipeline to monitor the construc­
tion of the approved transportation system within the 
State of Alaska; 

(B) monitor compliance with applicable laws and 
the terms and conditions of any applicable ~ertificate, 
rights-of-way, permit, lease, or other authorization 
issued or granted; 

(C) monitor actions taken to assure timely 
completion of construction schedules and the achieve­
ment of quality of construction, cost control, safety, 
and environmental protection objectives and the results 
obtained therefrom; 

(D) have the power to compel, by subpoena if 
necessary, submission of such information as he deems 
necessary to carry out his responsibilities; and 

-(E) keep the President and the Congress currently 
informed on any significant departures from compliance 
and issue quarterly reports to the President and the 
Congress concerning existing or potential failures to 
meet construction schedules or other factors which may 
delay the construction and initial operation of the 
system and the extent to which quality of construction, 
cost control, safety and environmental protection 
objectives have been achieved. 

In addition to these duties and responsibilities, 

the President will submit to Congress, upon approval of 

the Presidential decision, a limited executive reorgani-

zation plan to transfer to the Federal Inspector field-level 
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supervisory authority over enforcement of terms and 

conditions from those Federal agencies having statutory 

responsibilities over various aspects of an Alaska natural 

gas transportation system. The respective Federal agencies 

would retain their existing statutory authority pursuant 

to section 9(a) of ANGTA, to issue on an expedited basis the 

necessary certificates, permits, rights-of-way and other 

authorizations, and to prescribe any appropriate terms and 

conditions that are permissible under present law. The 

Agency Authorized Officers would directly represent the 

statutory authority of the respective Federal agencies in the 

fielq on all matters pertaining to construction of the 

pipeline. However, the Federal Inspector would haye the 

necessary field-level supervisory authority to overrule the 

enforcement action of an Agency Authorized Officer, whenever 

the Federal Inspector determined that such a decision was 

warranted. 

The President's supervision of the Federal Inspector 

will-be carried out by an Executive Policy Board. _The Board 

would be made up of the Secretaries of-the Interior; Energy, 

Transportation, the Administrator of the Environmental 

Protection Agency, and the Chief of the Army Corps of 

Engineers, or their Deputies (or senio~ officers who have 

/ 
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I 
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been delegated authority over gas pipeline matters), as well 

as the Federal Inspector, who is the non-voting Chairman of 

the Board. The Board will provide policy guidance to the 

Federal Inspector, and act as an· appellate body to resolve 

differences among the agencies and the Federal Inspector, 

including differences that may arise when the Federal 

Inspector overrules an enforcement action of an Agency 

Authorized Officer. The Board shall expeditiously resolve 

any such appeal with a limited period of time that shall be 

prescribed. The President will authorize by Executive Order 

the creation of the Executive Policy Board pursuant to his 

power under Section 301 of Title 3, and will delegate the 

necessary authority to the Board to carry out its functions. 

The Board shall be paramount for policy-making purposes on 

all matters pertaining to construction of an Alaskan natural 

gas transportation system; the Federal Inspector shall 

shall. be the agent or conduit of the Board in such matters, 

and shall also have the necessary supervisory power over 

field level decisions. 

96-226 0 - 77 - 4 
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SECTION 6 - PRICING OF ALASKA GAS 

Final financing for an Alaska natural gas transportation 

project cannot be arranged until the producer-owners of the 

Prudhoe Bay gas execute sales contracts. Without such con­

tracts, no gas can be transported, and financing consequently 

would be unobtainable. Producers cannot be expected to 

negotiate sales contracts until a price has been established 

with a reasonable degree of certainty. If this project is 

to proceed expeditiously, the field price of the gas should 

be established as soon as possible. 

Because no contracts for gas sales in interstate 

commerce have been concluded and submitted to the FPC for 

approval, the FPC has not, to date, attempted to determine 

the costs of providing the gas in order to establish what 

might be a just and reasonable (cost-based) wellhead price. 

The FPC, in fact, has excluded the Alaska gas from its 

national rate proceedings; Alaska costs and related reserve 

data have been excluded from all statistics underlying FPC 

rate determinations. 

Alaska gas is produced in association with oil; 

therefore, i't is impossible to determine precisely the 

costs of finding, developing and producing only the gas. 

Cost allocation and, therefore, cost-based pricing is 

------ - - - - ----- --
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somewhat arbitrary. Because of the difficult and arbitrary 

nature of the allocation problem, the FPC in recent years 

has priced gas on the basis of the cost of only non­

associated gas in each producing area, and then allowed the 

same price to be paid for associated gas produced in that 

area as well. Were the FPC to initiate a price proceeding 

under the Natural Gas Act, it is expected that its pro-

cedures and subsequent litigation over cost allocation and 

other matters would likely exceed a period of 18 mcnths. 

The Administration's proposed National Energy Act is 

before the Congress. That Act provides a basis for moving 

from cost-based pricing to commodity-value pricing. That 

transition is essential to restoring the balance between 

natural ga~ supply and demand. Under the gas pricing pro­

visions in the National Energy Plan, Alaska gas would be 

classified as "old gas under a new contract" subject to a 

$1.45 per mcf ceiling,price. 

If, on the other hand, proposals to deregulate natural 

gas prevail, serious uncertainties and delays concerning the 

development of any Alaskan natural gas transportation 
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projedt could result. If producers are inclined to insist 

on prices of $2.00 per mcf or higher, questions concerning 

the saleability of the gas and the financeability of the 

project will arise. Such price levels could result in an 

additional $20 billion in consumer charges, as well as the 

added costs of any delays in project construction. 

This decision, therefore, calls for enactment of a 

gas pricing .approach similar to that contained in the 

National Energy Plan. That approach al~o provides a ~ech­

anism ·foJ? allocating the cost of more expensive supplies to 

lower-'priority users, rather than the residential and 

commercial users who have less capacity to conver-t to .other 

fuels. -The gas pricing policies which are part of the 

National Energy Plan are fair and equitable, and should 

apply to both the production and sale of· Alaska gas. 

--- - ---------
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SECTION 7 - AGREEz.!ENT BETWEEN THE UNITED STATES OF AMERICA 
AND CANADA ON PRINCIPLES APPLICABLE TO A NORTHERN NATURAL 

GAS PIPELINE 

The Government of the United States of America and 

the Government of Canada, 

Desiring to advance the national economic and energy 

interests and to maximize related industrial benefits of 

each country, through the construction and operation of 

a pipeline system to provide for the transportation of 

natural gas from Alaska and from Northern Canada, 

Hereby agree to the following principles for the 

construction and operation of such a system: 

1. Pipeline Route 

The construction and operation of a pipeline for the 

transmission of Alaska natural gas will be along the route 

set forth in Annex I, such pipeline being hereinafter referred 

to as "the Pipeline". All necessary action will be taken 

to authorize the construction and operation of the Pipeline 

in accordance with the principles set out in this Agreement. 

2. Expeditious Construction; Timetable 

a) Both Governments will take·measures to ensure the 

prompt issuance of all necessary permits, licenses, certi-

ficates, rights-of-way, leases and other authorizations 

/ 
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required for the expeditious construction and commencement 

of operation of the Pipeline, with a view to commencing 

construction according to the following timetable: 

Alaska - January 1, 1980 

Yukon - main line pipe laying January 1, 1981 

Other construction in Canada to provide for 

timely completion of the Pipeline to enable 

initial operation by January 1, 1983. 

b) All charges for such permits, li9enses, certificates, 

rights-of-way, leases and other authorizations will be just 

and reasonable and apply to the Pipeline in the same non­

discriminatory manner as to any other similar pipeline. 

c) Both Governments will take measures necessary to 

facilitate the expeditious and efficient construction of 

the Pipeline, . cons is tent with the respecti.ve regula tory 

requirements of each country. 

3. Capacity of Pipeline and Availability of Gas 

a) The initial capacity of the Pipeline will be 

sufficient to meet, when required, the contractual require­

ments of United States shippers and of Canadian shippers. 

It is contemplated that this capacity will be 2.4 billion 

cubic feet per day (bcfd) for Alaska gas and 1.2 bcfd for 

northern Canadian gas. At such time. as a lateral pipeline 
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transmitting Northern Canadian gas, hereinafter referred 

to as "the Dempster Line", is to be connected to the Pipeline 

or at any time additional pipeline capacity is needed to 

meet the contractual requirements of United States or 

Canadian shippers, the required authorizations will be 

provided, subject to regulatory requirements, to expand 

the capacity of the Pipeline in an efficient manner to 

meet those contractual requirements. 

b) The shippers on the Pipeline will, upon 

demonstration that an amount of Canadian gas equal on 

a British Thermal Unit (BTU) replacement value basis will be 

made available for contemporaneous export to the United 

States, make available from Alaska gas transmitted througn 

the Pipeline, gas to meet the needs of remote users in the 

Yukon and in the provinces through which the Pipeline 

passes. Such replacement gas will be treated as hydro­

carbons in transit for purposes of the Agreement between 

the Government of Canada and the Government of the United 

States of America concerning Transit Pipelines, hereinafter 

referred to as "the Transit Pipeline Treaty". The shippers 

on the Pipelin~ will not incur any cost for provision of 

such Alaska gas except those capital costs arising from the 

following provisions: 



50 

i) the owner of the Pipeline in the Yukon will 

make arrangements to provide gas to the communities 

of Beaver Creek, Burwash Landing, Destruction Bay, 

Haines Junction, Whitehorse, Teslin, Upper Liard and 

Watson Lake at a total cost to the owner of the 

Pipeline not to.exceed Canadian $2,5 million; 

ii) the owner of the Pipeline in the Yukon will 

make arrangements to provide gas to such other remote 

communities in the Yukon as may request such gas 

within a period of two years foll.owing commencement 

of operation of the Pipeline at a cost to the owner 

not to exceed the product of Canadian $2500 and the 

number of customers in the communities, to a maximum 

total cost of Canadian $2.5 million. 

4. Financing 

a) It is understood that the construction of the 

Pipeline will be privately financed. Both Governments 

recognize that the companies owning the Pipeline in each 

country will have to demonstrate to the satisfaction of 

the United States or the Canadian Government, as applicable, 

that protections against risks of non-completion and 

interruption are on a basis acceptable to that Government 

before proof of financing is established and construction 

allowed to begin. 

---------------- --- ----
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b) The two Governments recognize the importance of 

constructing the Pipeline in a timely way and under effec­

tive cost controls. Therefore, the return on the equity 

investment in the Pipeline will be based on a variable 

rate'of return for each company owning a segment of the 

Pipeline, designed to provide incentives to avoid cost 

overruns and to minimize costs consistent with sound 

pipeline management. The base for the incentive program 

used for establishing the appropriate rate of return will 

be the capital costs used in measuring cost overruns as 

set forth in Annex III. 

c) It is understood that debt instruments issued in 

connection with the financing of the Pipeline in Canada 

will not contain any provision, apart from normal·. trust 

indenture restrictions generally applicable in the pipeline 

industry, whi~h would prohibit, limit or inhibit the 

financing of ~the construction of the Dempster Line; nor 

will the variable rate of return provisions referred to 

in subparagraph (b) be continued to the detr-iment of 

financing the Dempster Line. 

5. Taxation and.Provincial Undertakings 

a) Both Governments reiterate their commitments as 

set forth in the Transit Pipeline Treaty with respect to 
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non-discriminatory taxation, and take note of the state­

ments issued by Governments of the Provinces of British 

Columbia, Alberta and Saskatchewan, atta~hed hereto as 

Annex V, in which those Governments undertake to ensure 

adherence to the provisions bf the Transit Pipeline Treaty 

with respect to non-interference with throughput and to 

non-discriminatory treatment with respect to taxes, fees 

or other monetary charges on either the Pipeline or 

throughput. 

b) With respect to the Yukon Property Tax -imposed 

on or for the use of the Pipeline the following-principles 

apply: 

i) The maximum level of the property tax, and 

other direct taxes having an incidence exclusively, 

or virtually ~xclusively, on ~he Pipeline, including 

taxes on gas used as compressor fuel, imposed by the 

Government of the Yukon Territory or any public 

authority therein on or for the ~se of the Pipeline, 

herein referred to as· "the. Yukon· Property Tax", will· 

not exceed $30 million Canadian per year adjusted 

annually from 1983 by the Canadian Gross National 

Product price deflator as determined by Statistics 

Canada, hereinafter referred to as the GNP price 

deflator. 
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ii) For the period beginning January 1, 1980, 

and ending on December 31 of the year in which leave 

to open the Pipeline is granted by the appropriate 

regulatory authority, the Yukon Property Tax will 

not exceed the following: 

1980-~$5 million Canadian 

1981--$10 million·Canadian 

1982--$20 million Canadian 

Any subs~quent year to which this provision 

applies--$25 million Canadian. 

iii) The Yukon Property Tax formula described 

in subparagraph (b)(i) will apply from January 1 

after the year in which leave to open the Pipeline 

is granted by the appropriate regulatory authority 

until the date that is the earlier of the following, 

hereinafter called the tax termination date: 

A) December 31, 2008, or 

B) December 31 of the year in which leave to open 

the Dempster Line is granted by the appropriate 

regulatory 'uthority. 

iv) Subject to subparagraph (b) (iii), if for the 

year ending on December 31, 1987, the percentage increase 

of the aggregate per capita revenue derived from all 
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property tax levied by any public authority.in the Yukon 

Territory (excluding the Yukon Property Tax) ·and grants 

to municipalities and Local Improvement Districts from 

the Governm·ent~ of. the Yukon Territory as. compared to 

aggregate per capita revenue derived from such sou-rces 

for 1983 is greater than the percentage increase for 

1987 of the Yukon Property Tax as compared to; the Yukon 

Property Tax for 1983, the maximum level of the Yukon 

Property Tax for 1987 may be increased to equal .the 

amount it would have reached had it increased over 

the period at the same rate as the aggregate per 

capita revenue. 

v) If for any year in the period commencing 

January 1, 1988, and ending on.the tax termination 

date, the annual percenrage increase of the aggregate 

per capita revenue derived from all property tax 

levied by any public authority in the Yukon Territory 

(excluding the Yukon Property Tax) and grants to 

municipalities and Local.Improvement Districts from 

the Government of the Yukon Territ?ry as compared to·the 

aggregate per capita revenue·derived from such sources 

for the immediately preceding year exceeds the per­

centage increas~ for that year of the Yukon Property 
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Tax as compared to the Yukon Property Tax for the 

immediately preceding year, the maximum level of the 

Yukon Property Tax for that year may be adjusted by 

the percentage increase of the aggregate per capita 

revenue in place of the percentage increase that 

otherwise might ~pply • 

vi) The provisions of subparagr~ph (b)(i) will 

apply to the value of the Pipeline for the capacities 

contemplated in this Agreement. The Yukon Property 

Tax will increase for the additional facilities 

beyond the aforesaid contemplated capacity in direct 

proportion to the increase in the gross asset valu.e 

of the Pipeline. 

vii) In the event that between the date 6f this 

Agreement and January 1, 1983, the rate of the 

Alaska property tax on pipelines, taking into account 

the mill rate and the method·of valuation, increases 

by a percentage greater than the cumulative percentage 

increase in the Canadian GNP deflator over the same 

period, there may be an adjustment on January 1, 1983, 

to the amount of $30 million Canadian described in 

subparagraph (b) (i) of the Yukon Property Tax to 

reflect this difference~ In·defining the Al~ska 

\ 
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property tax for purposes of this Agreement, the· 

definition of the Yukon Property Tax will apply 

mutatis mutandis. 

viii) In the event that, for any year during the 

period described in subparagraph (iii), the annual 

rate of the Alaska property tax on or for the· use of 

the Pipeline in Alaska increases by a pe·rcentage over 

that imposed for the immediate preceding year that is 

greater than the increase in percentage of the Yukon 

Property Tax for the year, as adjusted, from 'that 

applied to the .immediately preceding year, the Yukon 

Property Tax may be ·increased to reflect the percentage 

increase of the Alaska property tax. 

ix) It is understood that indire'ct socioeconomic 

costs in the Yukon Territory will not be reflected in 

the cost-of-service to the United States shippers other 

than through the Yukon Property Tax. It is further 

understood that no public authority will require 

creation of a special fund or furids in connection with 

construction of the Pipeline in the Yukon, financed 

in a manner which is reflected in the cost of service 

to u.s. shippers, other than through the Yukon 

Property Tax. However, should public authorities 

----- ---------- -----------------

... 
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in the State of Alaska require creation of a special 

fund or funds, financed by contributions not· fully 

reimbursable, in connection with construction of the 

Pipeline in Alaska, the Governments of Canada or 

the Yukon T·erri tory will have the right to take 

similar action • 

c) The Government of Canada will use its best 

endeavors to ensure that the level of any property tax 

imposed by the Government of the Northwest Territories 

on or for the use of that part of the Dempster Line that 

/ 
is within the Northwest Territories is reasona91y compar-

able to the level of the property tax imposed by the 

Government of the Yukon Territory on or for the use of 

that part of the Dempster Line that is in the Yukon. 

6. Tariffs and Cost Allocation 

It is agreed that the following principles will apply 

for purposes of cost allocation used in determining the 

cost of service applicable to each shipper on the Pipeline 

in Canada: 

a) The Pipeline in Canada and the Dempster Line will 

be divided into zones as set forth in Annex II. Except 

for fuel and except for Zone 11 (the Dawson-Whitehorse 

portion of the Dempster Line), the cost of service to each 
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shipper in each zone will be determined on the basis of 

volumes as set forth in transportation contracts. The 

volumes used to assign these costs will reflect the original 

BTU content of Alaskan gas for U.S. shippers and Northern 

Canadian gas for Canadian shippers, and will make allowance 

for the change in heat content as the result of commingling. 

Each shipper will provide volumes for line losses and line 

pack in proportion to the contracted volumes transported in· 

the zone. Each .shipper will provide fuel requirements in 

relation to the volume of his gas being carried and to the. 

content of the gas as it affects fuel consumption. 

b) It is understood that, to avoid increased 

construction and operating costs for the transportation 

of Alaskan gas, the Pipeline will follow a southern route 

through the Yukon along the Alaska Highway rather than a 

northern route through Dawson City and along the Klondike 

Highway. In order to provide alternative benefits for the· 

transportation of Canadian gas to replace those benefits 

that would have been provided by the northern route through 

Dawson City, U.S. shippers will participate in the cost of 

service in Zone 11. It is agreed that if cost overruns on 

construction of the Pipeline in Canada·do not exceed filed 

costs set forth in Part D ~ Annex III by more than 35 
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percent, U.S. shippers will pay the full cost of service in 

zone 11. U.S. shipper participation will decline if over-

runs on the Pipeline in Canada exceed 35 percent; however, 

at the minimum the u.s. shippers' share will be the greater 

of either two-thirds of the cost of service or the proportion 

of contracted Alaska gas in relation to all contracted gas 

carried in the.Pipeline. The proportion of the cost of 

service borne by U.S. shippers in Zone 11 will be reduced 

should overruns .on the cost of construction in that Zone 

exceed 35 percent after allowance for the benefits to u.s. 

shippers derived from Pipeline construction. cost savings 

in other Zones. Notwithstanding the foregoing, at the 

minimum, the u.s. shippers' share will be the greater 

of either two-thirds of the cost of service or the 

proportion of contracted Alaska gas in relation to all 

contracted gas carried in the Pipeline. Details of this 
. ' 

allocation of cost-of-service are set out in Annex III. 

c) Notwithstanding the principles in subparagraphs {a) 

and (b), in· the event. that the total volume of gas offered 

for shipment exceeds the efficient capacity of the Pipeline, 

the method of cost allocation for the cost of service for 

shipments of Alaskan gas (minimum entitlement 2.4 bcfd) or 

Northern Canadian gas (minimum;entitlement 1.2 bcfd) in 

96-226 0 - 77 - 5 
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excess of the efficient capacity of the Pipeline will be 

subject to review and subsequent agreement by both 

Governments; provided however that shippers of either country 

may transport additional volumes without such review and 

agreement, but subject to appropriate regulatory approval, if 

such transportation does not lead to a higher cost of service 

or share of Pipeline fuel requirements attributable to 

shippers of the other country. 

d) It is agreed that Zone 11 costs of service 

allocated to U.S. shippers will not include costs addit-

ional to those attributable to a pipe size of 42 inches. 

It is understood that in Zones 10 and 11 the Dempster Line 

will be of the same gauge and diameter and similar in- other 

respects, subject to differences in terrain. Zone 11 costs 

will include only facilities installed at the date of issuance 

of the leave to open order, or that are added ·within three 

years thereafter. 

7. Supply of Goods and Services 

a) Havirig regard to the objectives of this Agreement, 

each Government will endeavor to ensure that the supply of 

goods and services to the Pipeline project will be on 

generally competitive terms~ Elements to be taken into 

account in weighing competitiveness will include price, 

reliability, servicing capacity and delivery schedules. 

h 
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b) It is understood that through the coordination 

procedures in Paragraph 8 'below,. either .Government may 

institute··consultations with the otfier in particular cases · 

where it may appear that the obj~ctives of subparagraph 

(a)- are not being· met. Remedies to be considered:.would 

include the renegotiation<of contracts or the reopening 

of bids~. 

8. Coordination and Consultation 

Each Government will designate• a senior official 

for the:purpose of carrying on periodic consultat~ons 

on the implementation of these. princiJ?les relating to'..; 

the~con~trubtion~and operation qf t~e Pipe~ine. The· 

designated senior officials may; in'turn, designate 

.additiona1 representatives to· car.ry•:out·. such .consulta-

tions, which-representatiyes, individually or as. a group, 

may make' recommendations with reipect_ t~·pa~ticular· 

disputes or·other matters, and·may take such o.ther 

action as may be· mutually agreed, for the purpose of· 

facilitating the construction-and operation. of the.· 

Pipeline. 

9. Regulatory Authorities: Consultation 
···,. 

The respective regulatory authorities of the two 

Governments will consult from time to time on relevant 



62 

matters arising under this Agreement, particularly on the 

matters referred to in paragraphs 4, 5 and 6; relating to 

tariffs for the transportation of gas through the Pipeline. 

10. Technical Study Group on Pipe 

a) The Governments will establish a technical study group 

for the purpose of testing and evaluating 54-inch 1120 pounds 

per square inch (psi), 48-inch 1260 psi, and 48-inch 1680 

psi pipe or any other combination of pressure and diameter 

which would achieve safety, reliability and economic effic­

iency• for operation of the Pipeline. It is understood that 

the decision relating to pipeline specifications remains 

the responsibility of the appropriate regulatory authorities. 

b) It is agreed that the efficient pipe for the 

volumes contemplated (including reasonable provision for 

expansion), subj-ect· to appropriate regulatory authoriza­

tion, will be installed from the point of interconnection 

of _the Pipeline with the Dempster Line near Whitehorse to 

the point near Caroline, Alberta, where the Pipeline 

bifurcates into a western and an eastern leg. 

11. Direct Charges by Public Authorities 

a) Consultation will take place at the request of 

either Government to consider direct charges by ~ublic 

----------
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authorities imposed on the Pipeline where there is an 

element of doubt as to whether such charges should be 

included in the cost of service. 

b) It is understood that the direct charges imposed by 

public authorities requiring approval by the appropriate 

regulatory authority for inclusion in the cost of service 

will be subject to all of the tests required by the appro­

priate legislation and will include only 

i) those charges that are considered by the 

regulatory authority to be'just and reasonable on 

the basis of accepted regulatory practice, and 

ii) those c~arges of a nature that would 

normally be paid by a natu:ral gas P'ipeline in 

Canada. Exa'mples of such charges are listed in 

Annex IV. 

12. Other Costs 

It is understood that there will be no charges on the 

Pipelin~ having an effect on the cost of service other 

than those: 

i) imposed by a public authority as contemplated 

in this Agreement or in accordance with the 

Transit Pipeline Treaty, or 

----- - ----- --- --------- -- ----
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ii) caused by Acts of God, other unforeseen 

· circumstances, or 

iii) normally paid by natural gas pipelines in 

Canada in accordance with accepted regulatory 

practice. 

13. Compliance with Terms and Conditions 

The principles applicable directly. to the construction, 

operation and expansion- of the Pipeline will be. implemented 

through the imposition by the two Governments of appropriate 

terms and conditions in the granting of required authoriza­

tions. In the event of subsequent non-fulfillment of such 

a term or condition by an owner of the Pipeline, or by any 

other private person, the two Governments will not have 

responsibility therefor, but will take such appropriate 

action as. is required to cause the owner to remedy or 

mitigate the consequences of such non-fulfillment. 

14. Legislation 

The two Governments recognize that legislation will 

be required to implement the provisions of this Agreement. 

In this regard, they will expeditiously seek all required 

legislative authority so as to facilitate the timely and 

efficient construction of the Pipeline and to remove any 

delays or impediments thereto. 
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15. Entry Into Force 

This Agreement will become effective upon signature 

and shall remain in force for a period of 35 years and 

thereafter until terminated upon 12 months' notice given in 

writing by one Government to the other, provided t~at those 

provisions of the Agreement requiring legislative action 

will become effective upon exchange of notification that 

such legislative action has been completed. 

·-- -----------
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IN WITNESS WHEREOF the undersigned representatives, 

duly authorized by their respective Governments, have 

signed this Agreement. 

DONE in duplicate at Ottawa in the English and French 

languages, both versions being equally authentic, this 

day of -----------------' 1977. 

For the Government 
of the United States: 

For the Government 
of Canada: 
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The Pipeline Route 

In Alaska: 

The Pipeline constructed in Alaska by Alcan will 

commence at the discharge side of the Prudhoe Bay Field gas 

plant facilities. It will parallel the Alyeska oil pipeline 

southward on the North Slope of Alaska, cross the Brooks 

Range through the Atigun Pass, and continue on to Delta 

Junction. 

At Delt·a· Junction, the Pipeline will diverge from 

the Alyeska oil pipeline and follow the Alaska Highway and 

Haines oil products pipeline passing near the towns of 

Tanacross, Tok, and Northway Junction in Ala~ka. The Alcan 

facilities will conne~t with the proposed new facilities of 

Foothills Pipe Lines (South Yukon) Ltd. at the Alaska-Yukon 

border. 

In Canada: 

In Canada the Pipeline will commence at the Boundary 

of the State of Alaska, and the' Yukon Territory in the 

vicinity of the towns of Border City, Alaska and Boundary, 

Yukon. The following describes the general routing of the 

Pipeline in Canada: 

From the Alaska-Yukon border, the Foothills Pipe Lines 

(South Yukon) Ltd. portion of the Pipeline will proceed in 

a southerly direction generally along the Alaska Highway to 
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a point near Whitehorse, Yukon, and thence to a point on 

t~e Yukon-British Columbia border near Watson Lake, Yukon, 

where it will join with the Foothills Pipe Lines (North B.C.) 

Ltd. portion of the.Pipeline. 

The Foothills Pipe Lines (North B.C.) Ltd. portion of 

the Pipeline will extend from Watson Lake in a southe.asterly 

direction across the north eastern part of the Province of 

British Columbia to a point on the boundary between the 

Provinces of British Columbia and Alberta near Boundary Lake 

where i~ will interconnect with th~ Foothills Pipe Lines 

(Alta.) Ltd. portion of the Pipeline. 

The Foothills Pipe Lines (Alta.) Ltd. portion of 

the Pipeline will extend from a point on the British Columbia­

Alberta boundary near Boundary Lake in a southeasterly direction 

to Gold Creek and thence parallel to the existing right-of-way 

of the Alberta Gas Trunk Line Company Limited to James River 

near Caroiine. 

From James River a "western leg" will proceed in a 

southerly direction, generally following the existing right­

of-way of the Alberta Gas Trunk Line Company Limited to a 

point on the Alberta-British Columbia boundary near Coleman 

in the Crow's Nest Pass area: At or near Coleman the Foothills· 

Pipe Lines (Alta.) Ltd. portion of the Pipeline will 

interconnect with the Foothills Pipe Lines (South B.C.) Ltd. 

portion of the Pipeline. 
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The Foothills Pipe Lines (South B.C.) Ltd. portion of 

the Pipeline will extend from a point on the Alberta-British 

Columbia boundary near Coleman in a s6uthwesterly direction 

across British Columbia generally parallel to the existing 

pipeline facilities of Alberta Natural Gas Company Ltd. to a 

point on the International Bound~ry Line between Canada 

and the United States of America at or near Kingsgate in 

the Province of British Columbia where it will inter­

connect with the £acilities of Pacific Gas Transmission 

Company. 

Also, from James River, an "eastern leg" will proceed 

in a southeasterly direction to a·point on the Alberta­

Saskatchewan boundary near Empress Alberta where it will 

interconnect with the Foothills Pipe Lines (Sask.)·Ltd. 

portion of the Pipeline. The Foothills Pipe Lines (Sask.) 

Ltd. portion of the Pipeline will extend in a southeasterly 

direction abross Saskatchewan to a poi~t on the Inter­

national Boundary Line between Canada and the United States 

of America at or near Monchy, Saskatchewan where it will 

interconnect with the facilities of-Northern Border.Pipeline·. 

Company. 
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Zones for the Pipeline and the Dempster Line in Canada 

Zone 1 

Zone 2 

Zone 3 

Zone 4 

Zone 5 

zone 6 

Foothills Pipe Lines {South Yukon) Ltd. 

Alaska Boundary to point of interconnection with 

the Dempster Line at or near Whitehorse. 

Foothills Pipe Lines {South Yukon) Ltd. 

Whitehorse to Watson Lake. 

Foothills Pipe Lines {North B.C.) Ltd. 

Watson Lake to point of interconnection with 

Westcoast's main pipeline near Fort Nelson. 

Foothills Pipe Lines {North B.C.) Ltd. 

Point of interconnection with Westcoast's main 

pipeline near Fort Nelson to the Alberta-B.C. 

border. 

Foothills Pipe Lines {Alta.) Ltd. 

Alberta-B.C. border to point of bifurcation near 

Caroline, Alberta. 

Foothills Pipe Lines {Alta.) Ltd. 

Caroline, Alta. to Alberta-Saskatchewan border 

near Empress. 



Zone 7 

Zone 8 

Zone 9 
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Foothills Pipe Lines (Alta.) Ltd. 

Caroline to Alberta-B.C. border near Coleman. 

Foothills Pipe Lines (South B.C.) Ltd. 

Alberta-B.C. border near Coleman to B.C.-U.S. 

border near Kingsgate. 

Foothills Pipe Lines (Sask.) Ltd. 

Alberta-Saskatchewan border near Empress to 

Saskatchewan-u.s. border near Monchy._ 

Zone 10 Foothills Pipe Lines (North Yukon) Ltd. 

Mackenzie Delta Gas fields in the Mackenzie 

Delta, N.W.T., to a point near the junction of 

the Klondike and Dempster highways just west 

of Dawson, Yukon Territory. 

Zone 11 Foothills Pipe Lines (South Yukon) Ltd. 

A point near the junction of the Klondike and 

Dempster highways near Dawson to the connecting 

point with the Pipeline ~t or near Whitehorse. 
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ANNEX III 

Cost Allocation in zone 11 

The cost of service in Zone 11 shall be allocated to 

United States shippers on the following basis: 

i) There will be calculated, in accordance with 

(iii) below, a percentage for Zones 1 - 9 in 

total by dividing the actual capital costs by 

the filed capital costs and multiplying by 

100. If actual capital costs are equai to or 

less than 135% of filed capital costs, then 

United States shippers will pay 100% of the 

cost of service in Zone 11. If actual 

capital costs in Zones 1 - 9 are between 135% 

and 145% of filed capital costs, then the 

percentage paid by United States shippers 

will be adjusted between 100% arid 66 2/3% on 

a straight-line basis, except that in no case 

will the portion of cost of service paid by 

United States shippers be less than the pro­

portion of the contracted volumes of Alaskan gas 

at the Alaska-Yukon border to the same volume of 

Alaskan gas plus the contracted volume of 

Northern Canadian gas. If the actual capital 
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costs are equal to or exceed 145% of filed 

capital costs, the portion of the cost of 

service paid by United States shippers will 

be not less than 66 2/3% or the proportion as 

calculated above, whichever is the greater. 

ii) There will be calculated a percentage for the 

cost-overrun on the Dawson to Whitehorse 

lateral (Zone 11). After determining the 

dollar value of the overrun, there will be 

deducted from it: 

(a) the dollar amount by which actual capital 

costs in zones 1,7,8 and 9 (carrying U.S. 

gas only) ~re less than 135% of filed 

capital costs referred to in (iii) below; 

(b) in each of Zones 2, 3, 4, 5 and 6 the 

dollar amount by which actual capital 

costs are less than 135% of filed capital 

costs referred to in (iii) below, 

multiplied by the proportion that the 

u.s. contracted volume bears to the 

total contracted volume in that zone. 

- - -- ·--- --- -- -------- ~---- ---- ----- ------ ------
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If the actual capital costs in Zone 11, after 

making this adjustment, are equal to or less 

than 135% of filed capital costs, then no 

adjustment is required to the percentage of 

the cost of service paid by United States 

shippers as· calculated in (i) above. If, 

however, after making this adjustment, the 

actual capital cost in.Zone 11 is greater 

than 135% of the filed capital cost, then the 

proportion of the cost of service paid by 

United States shippers will be a fraction 

(not exceeding 1) of the percentage of the 

cost of service calculated in (i) above, 

where the numerator of the fraction is 135% 

of the filed capital cost and the denominator 

of the fraction is actual capital cost less 

the adjustments from (a) and (b) above. 

Notwithstanding the adjustments outlined 

above, in no case will the percentage of the 

actual ~ost of service borne by United States 

.. 
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shippers be less than the greater of 66 2/3% 

or the proportion of the contracted volumes 

of Alaskan gas at the Alaska-Yukon border to the 

same volume of Alaskan gas plus the contracted 

volume of Northern Canadian gas. 

iii) The "filed capital cost" to be applied to 

determine cost overruns for the purpose of 

cost allocation in (i) and (ii) above will be: 

"Filed Capital Cost" 
Estimates for the 
Pipeline in Canada 

Pipeline in Canada (Zones 1 - 9)-y (millions of Canadian 
dollars) 

48" - 1260 lb. pressure pipeline - 3,8 73 

or 48" ~ 1680 lb. pressure pipeline - 4,418 

or 54" - ll20 lb. pressure pipeline - 4,234 

!/ These filed capital costs include and are based upon (a) 
a 1260 psi, 48-inch line from the Alaska-Yukon border 
to the point of possible interconnection near Whitehorse; 
(b) a 1260 psi, 48-inch; or.l680 psi, 48-inch; or 1120 
psi 54-inch line from the point of possible inter­
connection near Whitehorse to Caroline Junction; (c) 
a 42-inch line from Caroline Junction to the Canada-U.S. 
border near Monchv, Saskatchewan; and (d) a 36-inch 
line from Carolin~ Junction to the Canada-u.s. border 
near Kingsgate, British Columbia. These costs are 
escalated for a date of commencement of operations of 
January 1, 1983. 

96-226 0 - 77 - 6 
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zone ll of the Dempster Line~ 
30" - Section of Dempster line 

from Whitehorse to Dawson 

dr 36" - Section of Denpster line 
from Whitehorse to Dawson 

or 42" - Section of Dempster line 
from Whitehorse to Dawson 

ANNEX III 

"Filed Capital Cost" 
Estimates for the 
Pipeline in Canada 
(millions of Canadian 
dollars) 

549 

585 

705 

Details for Zones l - 9 are shown in the following table: 

~/ The costs are escalated for a date of .commence!]lent of 
operations of January 1,. 1985. 
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Filed Capital Costs for the Pipeline in Canada 

48" 48" 54 11 

1260 psi 1680 psi ll20 psi 
$ million $ million $ million 

Zone (Canadian) (Canadian) (Canadian) 

1 707 707 707 

2 721 864 805 

3 738 850 !303 

4 380 488 456 

5 677 859 813 

6 236 236 236 

7 126 126 126 

8 83 83 83 

* 9 205 205 205 

Total 3,873 4,418 4,234 
Zones 
1-9 

*The last compression station in Zone 9 includes facilities 
to provide ·compression up to ·1440 P.Si. 
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It is recognized that the above are estimates of 

capital c9sts. They do not~include working capital, 

property taxes or the provision for road maintenance in 

the Yukon Territory (not to exceed $30 million Canadian). 

If at the;time construction is authorized, both 

Governments have agreed to a starting date for the opera­

tion of the Pipeline different from January 1, 1983, then 

the capital cost estimates shall be adjusted for the 

difference in time using the GNP price deflator from 

January 1, 1983. Similarly at the time construction is 

authorized for the Dempster Line, if the starting date for 

the operation agreed to by the Canadian Governme-nt is 

different from January 1, 1985, then the 'capital cost 

estimate spall be adjusted for the difference in timing 

using the GNP price deflator from January 1, 1985. The 

diameter of the pipeline in Zone 11, for purposes of cost 

allocation, may be 30", 36" or 42", so long as the same 

diameter pipe is used from the Delta to Dawson (Zone 10). 

The actual capital cost, for purposes of this Annex 

will be the booked cost as of the date "leave to open" is 

granted plus amounts still outstanding to be accrued on a 

basis to be approved by the National Energy Board. Actual 

• 
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ANNEX III 

capital costs will exclude working capital, property taxes, 

and direct charges for road maintenance of up to $30 millio1 

Canadian in the Yukon Territory as specifically provided 

herein. 

For purposes of this Annex above, actual capital 

costs will exclude the effect of increases in cost or 

delays caused bj actions attributable to the o.s. shippers, 

related u.s. pipeline companies, Alaskan producers, the 

Prudhoe ~ay deliverability or gas conditioning plant 

construction and the United States or State Governments. 

If the appropriate regulatory bodies of the two countries 

are unable to agree upon the amount of such costs to be 

excluded, the determination shall be made in accordance 

with the procedures set forth in Article IX of the Transit 

Pipeline Treaty. 

The filed capital costs of facilities in Zones 7 and 

8 will be included in calculations pursuant to this Annex 

only to the extent that such Facilities ar~ constructed 

to meet the requirements of U.S. shippers. 
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ANNEX IV 

Direct Charges by Publ{c Authorities 

*1. Crossing damages (roads, railroad crossings, etc.; this item 

is usually covered in the crossing permit). 

*2. Road damages caused by exceeding design load 

limits. 

*3. Required bridge reinforcements caused by exceeding 

design load limits. 

4. Airfield and airstrip repairs. 

5. Drainage maintenance. 

6. Erosion control. 

7. Borrow pit reclamation. 

8. Powerline damage. 

9. Legal liabilityf?r fire damage. 

10. Utility system repair (water, sewer, etc.) 

11. Camp waste disposal. 

12. Camp site reclamation. 

13. Other items specified in enviromental stipulations. 

14. Costs of surveillance and related studies as required 

by regulatory bodies or applicable laws. 

* In the case of these items and all other road related 
charges by public authorities, total charges in the Yukon 
Territory shall not exceed Canadian $30 million. 
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ANNEX V 

British Columbia Statement 

The Government of the Province of British Columbia 

agrees in:principle to the provisions contained in the 

Canada-United States Pipeline Treaty·of January 28, 1977, 

and furthermore British Columbia is prepared to cooperate 

with the Federal Government to ensure that the provisions 

of the Canada-United States Treaty, with respect to non-· 

interference of throughput and non-discriminatory treatment 

with respect to taxes, fees or other monetary charges on 

either the pip~line or throughput, are adhered to. Specific 

details of this undertaking will be the subject of a 

Federal-Provincial Agreement to be negotiated at as early 

a date as possible. Such Agreements should guarantee 

that British Columbia's position expressed in its telegram 

of August 31 is protected. 
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ANNEX V 

Alberta Statement 

The Government of the Province of Alberta agrees in 

principle to the provisions contained in the Canada-United 

States Pipeline-Treaty of January 28, 19~7; and further­

more, Alberta is prepared to cooperate with the Federal 

Government to ensure that the provisions of the Canada­

United States.Treaty, with respect to non-interference of 

throughput and non-discriminatory treatm~nt lvith respect 

to taxes, fees, or other monetary charges on either the 

Pipeline or thoughput, are adhered :to.. Specific details of­

this undertaking will· be the subject of a Federal-Provincial 

Agreement to be negotiated when the Canada-United States 

protocol or understanding has been finalized. 

lit 

. ... 
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ANNEX V 

Saskatchewan Statement 

The Government of Saskatchewan is willing to cooperate 

with the Government of Canada to facilitate construction of 

the Alcan Pipeline. through southwestern Saskatchewan and, 

to that end, the Government of Saskatchewan expresses its 

concurrence with the principles elaborated in the Transit 

Pipeline Agreement signed between Canada and the United 

States on January 28, 1977. In so doing, it intends not to 

take any discriminatory action towards such pipelines in 

respect of throughput, reporting requirements, and environ­

mental protection, pipeline safety, taxes, fees or monetary 

charges that it would not take against any similar pipeline 

passing through its jurisdiction. Further details relating 

to Canada-Saskatchewan relations regarding the Alcan 

Pipeline will be the subject of Federal-Provincial agree­

ments to be negotiated after a Canada-United States 

understanding has been finalized. 



 



FPC LETTER TO THE PRESIDENT 

The President, 
The White House, 

'FEDERAL PowER CoMMISSION, 
Washington, D .0., May~' 1977. 

.. Washington,D.O. . 
DEAR MR. PRESIDENT : Enclosed is the recommendation of the Fed­

eral Power Commission pursuant to Section 5 of the Alaska_ N atur~l 
Gas Transportation Act of 1976. We have come to the followmg basic 

... conclusions: 
1. It is in the best interests of the citizens of the United States that a 

system be built in the near future to transport natural gas from the 
North Slope of Alaska to the contiguous United States. 

2. Three competing groups have applied for a certificate of public 
convenience and necessity to construct and operate such a system. They 
are the Alaskan Arctic Gas Pipeline Company, El Paso Alaska Com­
pany, and A1can Pipeline Company. The first and third applicants 
propose overland systems, while the second is a pipeline and tanker 
route. 

3. We recommend that an overland system through Canada be se­
lected, if such a route is rriade available by the Government of Canada 
on acceptable terms and conditions. If appropriate, discussion could be 
undertaken after the completion of proceedings before their National 
Energy Board. Until the Canadian Government has made a decision 
whether a land route is available, it would be premature for this Com-
mission to recommend a route, unconditionally. . 

4. In making a decision between the two overland routes, it will be­
come obvious to the reader of this recommendation that additional in­
formation is needed as well as an understanding of the intentions of 
the Government of Canada. Based on today's circumstances, reason­
able men can disagree on the right course of action. Under present cir­
cumstances-and expectations, Chairman Dunham recommends Alcan, 
Commissioner Watt Alcan, Commissioner Holloman Arctic, Commis­
sioner Smith Arctic. 

Commissioners Holloman and Smith recommend that an overland 
system through Canada be selected. Section 5 (d) of the Alaska Nat-

Jl' ural Gas Transportation Act precludes the Commission from basing 
its recommendation upon the fact that Canadian authorities have not 
at this time rendered a decision authorizing a pipeline system to 
transport Alaskan natural gas through Canada. They, therefore, 
recommend approval of the Arctic proposal, conditioned upon timely 
affirmative decisions by the Government of Canada to make the route 
available and, after development, to allow simultaneous transportation 
of ·Canadian natural gas reserves from the Mackenzie Delta. In the 
ab~ence of a Canadian determination that development and transpor­
tatiOn of Mackenzie reserves should be permitted, the Alcan project 
should be approved, subject to the Government of Canada's making the 
route available on acceptable terms and conditions. In the absence of 
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timely and acceptable agreements with the Canadia~ Governmen~ to 
make a route available for an overland system, a Umted States pipe­
line and tanker system can be bui~t and c:an deliver gas to the conti~u­
ous United States at an econom1:cal pnce, and the El Paso proJect 
should be selected. 

5. In the absence of agreement with the Canadian Government, a 
United States pipeline ca~ be built i!l Alaska and a tanker s:ystem ?an 
deliver the gas to the contiguous Umted States at an economical pnce. 

6. Any of the proposed systems can be financed without extraordi­
nary risk-bearing by consumers or taxpayers, if investors aye allowed 
the opportunity to earn an adequate return commensurate with the un­
usual size and degree of risk in this project. Alternatively, consumers 
and taxpayers could assume the risks of noncompletion of the system 
or interruption of service in return for a lower del~vered cos~ of gas. 

In reaching these conclusions, we have exhaustively considered the 
massive record compiled here and material out$ide the record, as di­
rected by the Alaska Natural Gas Transportation Act. Our full rec­
ommendation covers hundreds of points. In the last analysis, we find 
the following items to be the most important and we .recommend that 
you and the Congress direct your attention primarily to the confirma~ 
tion or modification of these conclusions. 

A. At least 20 trillion cubic feet of producible natural gas exist at 
Prudhoe Bay in Alaska, enough to provide about five percent of our 
natural gas consumption for the next 25 years. These volumes are ade­
quate to support an economical transportation system. 

B. This gas must be produced and delivered to markets both for its 
own value as energy and because its extraction is necessary to avoid a 
long-term reduction in oil production from Prudhoe Bay. . 

C. This gas can be delivered to the contiguous United States and suc­
cessfully marketed by any one of the three competing applicant 
groups : Arctic, Alcan and El Paso. 

D. Each system will have some adver::;e environmental impacts. We 
believe all of these impacts to be acceptable, given proper precaution­
ary measures. Arctic would involve crossing the Arctic National Wild­
life Range, and other lands now little used by man. The other projects 
would generally follow existing utility corridors-,--a distinct environ-
mental advantage. . . . 

E. An overland route can deliver each unit of gas more cheaply than 
a la~d and ":ater route using liquefied natural gas technology. If Ca­
nadi~n gas IS also developed, the sharing of facilities will lower 
Arctic's cost of service to Americans slightly below that of Alcan. 

F .. Calculations of Net National Economic Benefit produce the same 
relativ: results for the t~ree systems. El Paso has an advantage in this 
a~alysis, becaus.e all of Its tax pa~ment go to the United States, and 
VIrtuallJ; all of 1ts wage .and matenal payments go to Americans. 

G. Usmg oyr best estimate of the likely ultimate construction cost 
(no~ the :l;PPhcants' fig·ures), El Paso's system would require the least 
cam tal, WI~h Alcan and Arctic costing somewhat more. 

?· Arctlr; has .the greatest ~isk ?f major cost overruns beyond our 
estimate: pnmanly because of Its difficult winter construction schedule. 
El Paso IS least vulnerable to such overruns. 

Q 
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I. Each of the systems can be constructed basically in the manner 
proposed, with the qualifications and conditions contained in our 
report. 

J. Each of the systems should operate reliably once service begins. 
El Paso has a slightly higher likelihood of service interruption due to 
its complex nature and greater seismic risk. 

K. El Paso would be the easiest system to finance because of its 
slightly lower initial cost and because of Federal guarantees of bonds 
for its tankers under Title XI of the Merchant Marine Act. 

L. All of the above cost conclusions assume the simultaneous de­
velopment and transportation of Canadian reserves in the Mackenzie 
Delta. Arctic's proposed route has the advantage of passing directly 
through this area. Should the Canadian Government decide not to 
proceed with the development of those reserves at this time, the 
overall balance of cost advantages shifts to Alcan. . 

M. Should additional gas be found in the vicinity of the transporta­
tion system, expansion capability could become important. Arctic can 
expand to deliver up to 3.5 billion cubic feet per day (Bcfd) from 
Prudhoe Bay, at a small cost. Any such expansion would lower the 
unit cost of gas delivered. Alcan is designed to start at 2.4 Bcfd, but 
can expand to 3.2 Bcfd at a small additional cost. El Paso can also 
expand its pipeline deliveries to 3.2 Bcfd at low cost, but its costs for 
ships, terminal facilities, and operating expenses will rise more rapidly 
proportionate to increased deliveries. 

N. The North Slope gas should be distributed as widely as possible 
throughout the United States. Wide distribution will encourage broad­
based financing for the chosen project, an important consideration in 
an undertaking of this size. Furthermore, because there is always 
some threat of service interruption, no area of the country should be 
allowed to become too heavily dependent on the Alaskan gas. 

0. A choice must be made as to who shall bear the ultimate risks 
of project failure, service interruption, or massive cost overruns. If 
investors are to bear them, they will expect a commensurate return. 
If they do not receive such a return, the project cannot be privately 
financed. If consumers or taxpayers bear the risks, their charges, in 
the event of success, should be lowered in return for the service they 
have rendered. Our recommendation outlines the dimensions of each 
plan and contains specific suggestions for implementing either 
approach. 

The decision now before you, we recognize, will significantly influ­
ence this Nation's energy future. Therefore, beyond providing our best 
thinking in these recommendations, the commissioners and staff of the 
Federal Power Commission stand ready to assist you in every way. 

Sincerely yours, 
RICHARD L. DUNHAM, 

Ohair·man. 
JAMES G. WATT, 

Vice Chairman. 
DoN S. SMITH, 

0 ommissionm·. 
JOHN H. HoLLOMAN III, 

0 ommissionm•. 

----- ------------------- -- -----
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FPC NEWS RELEASE NO. 23113 

FEDERAL PowER CoMMISSION, 
Washington, D .0., May 93, 197'7.. 

FPC RECOMMENDS OVERLAND RouTE FOR TRANSPORTATION OF 
ALAsKAN NATURAL GAs 

The Federal Power Commission today recommended an overland 
pipeline route to bring Alaskan natural gas to contiguous U.S. mar­
kets, but split on which of the two proposed overland routes to specif­
ically recommend. 

Chairman Richard L. Dunham and Commissioner James G. Watt 
recommend the Alcan proposal, and-Commissioners Don S. Smith and 
John H. Holloman III recommended the Arctic .Gas proposal. All 
three proposals are described in the accompanying fact sheet (News 
Release No. 2·3112). . · 

The Commission found that all three proposals are technically and 
economically feasible and that a system should be built to bring the 
natural gas to the lower 48 market. It said the benefits of Alaskan gas 
would help meet the energy needs of our society and fully justify the 
costs and risks involved. 

However, it found an overland route preferable because of its great­
er reliability, easier expansibility, greater efficiency in terms of gas 
consumed in route, and lesser environmental impact. 

The Canadian portions of the proposed overland routes are still sub­
ject. to approval of the Canadian Government. The Commission said 
that in deciding between the two overland routes, additional informa­
tion is needed as well as an understanding of the intentions of the 
Government of Canada. "Based on today's circumstances, reasonable 
men can disagree on the right course of action," the Commission said. 

Commissioners Holloman and Smith pointed out that the Alaska 
Natural Gas Transportation Act precludes the Commission from bas­
ing its recommendation on the fact that Canadian authorities have 
not at this time rendered a decision authorizing a pipeline system 
through Canada. They therefore recommend approval of the Arctic 
Gas proposal, conditioned. on favorable decisions by the Canadian 
government to make the route available and permit Canadian natural 
gas reserves from the Mackenzie Delta to be transported by the same 
system. Absent a favorable decision concerning the Mackenzie Delta 
reserves, they would recommend approval of the Alcan project. If 
Canada disallows an overland pipeline route, they would approve the 
El Paso project. 

Today's approximately 500-page recommendation follows ·over 
three years of hearings and consideration by the FPC, and compila­
tion of a 45,000-page record. FPC Administrative Law Judge Nahum 
Litt last February 1 recommended approval of the Arctic Gas pro-

(89) 
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posal. The Commission heard oral argument in the proceeding the first 
week of April. 

The Alaskan Natural Gas Transportation Act of 1976 required the 
FPC to make a recommendation to the President by May 1, which 
fell on a Sunday. The President is to. make a recommendation to Con­
gress by September 1, but may postpone his decision until up to De-
cember 1, at his discretion.. . 

The Commission said in making today's recommendation it is act­
ing in an advisory capacity to the President, setting forth the strengths 
and weaknesses of the various options. . 

The three competing applications are by Alaskan Arctic Gas Pipe­
line Company, known as the Arctic Gas Study Group, a consortium 
of U.S. and Canadian companies; by El Paso Alaska Company; and 
by Alcan Pipeline Company. · 

The Pruhoe Bay Field contains the largest unit of reserves yet dis­
covered on the North American continent--virtually every estimate 
exceeds 20 trillion cubic feet of proven producible reserves, enough to 
provide about 5 percent of our gas consumption for the next 25 years. 
The gas can be produced for sale in four or five years. 

The Commission found the system approved should be designed to 
carry initially 2 to 2.5 billion cubic feet daily, with expansibility in 
the 1 to 1.5 range. Under the three proposals, the earliest the gas could 
reach the lower 48 states is 19.81 (under Alcan's proposal). · 

The cost of the three projects were estimated by the applicants in 
the $6.5 to $6.7 billion range, in 1975 dollars. By the time the project 
is built the impact of inflation undoubtedly would drive the cost in 
nominal dollars to $10 billion or more. There are risks of cost over­
runs and delays in completion, it said, but in each instance the risk is 
well within an acceptable range. There is virtually no chance that any 
system would become so costly as to be uneconomic, it stated. · . 

The Commission recommended rolled-in pricing be used, mea!ting 
the price of'the Alaskan gas would be averaged in: with all other gas 
in the purchaser's system. This would assist in obtaining the critical 
financing, the FPC noted. Federal financial assistance was not rec­
ommended by the Commission. However, it said if this is to be avoided1 

innovative approaches will be needed to meet the greatest financing 
challenge ever· considered by the FPn A choice must be made, tho 
FPC said, as to who .shall bear the ultimate risk of project failure, 
severe interruption, or massive cost overruns-private investors or 
consumers. Should the forme.r be chosen, the rate of return would have 
to be an adequate incentive to invest-in the 11 to 18 percent range. 
Should consumers and· taxpayers bear the risk, their charges should be 
lower. 

It is imperative that the price of Prudhoe Bay gas be established a:s 
soon· as possible, the· FPC declared, and proposed 'to establish in the 
near future a proceeding to determine that price. It will also examine 
pricing mechanisms other than setting a fixed price, it· added, such as 
formula 'Rr~'Cing. However; it said that since its authority to apprwe 
such a pr1cmg procedure could be challenged, it urged the President 
to submit legislation to authorize it to determine field or wellhead 
rates for Prudhoe Bav gas on the basis of market factors and alterna-
tive fuel prices. " 
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Adverse environmental impacts of all three projects can be sub­
stantially avoided or mitigated, the FPC fourid. All three n,pplicants 
demonstrated their technical ability and determination to reduce to 
acceptable levels the environmental impacts. . 

Of the three proposed systems the Commission concluded that Alcan 
promises the least environmental impact, if proper mitigative actions 
are taken. However, it rejected Alcan's contention that alignment in 
an existing utility corridor is a compelling reason to choose one trans­
portation system over another. While some construction and operation 
Impacts would be smaller, the FPC said, the overall decrease is not 
substantial. Each system must be judged on its own total impact, the 
Commission stated. 

Substantial evidence in the record supports the fpasibility of winter 
construction, the FPC said, which Arctic Gas would use wholly and 
the other two would use in part. Machines can be prepared and men 
equipped to enable construction to proceed in all E'XCept the most severe 
conditions, it said. Winter construction poses greater economic risks 
than summer construction, the FPC stated, but it is clear that in Aretic 
regions winter construction is environmentally sounder. 

The Commission said it intends to implement the requirements for 
a western leg to deliver gas directly to the U.S. west coast, but at this 
time does not believe it necessary to make a final decision as to what 
new facilities would be needed. That decision can be deferred until 
about two years before delivery is to begin, it said. However, the Com­
mission found the Oxnard, Calif., site should be the first choice for a 
west coast ship 'terminal and regasification facilities should El Paso be 
granted a certificate. 

96-226 0-77--7 
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FPC NE,WS RELEASE NO. 23112 

[No. 23112 (accompanies FPC Release No. 23113) l 
FEDERAL PoWEB COMMISSION, 

washington, D.O., May 2, 1977. 

ALAsKAN NATURAL GAs FAcT SHEET 

· This Federal Power Commission proc~ding involves three c.om~et­
ing projects proposing significantly different approaches to dehven:ilg 
natural gas from the Prudhoe Bay Area of Al.aska's North S~op~ to 
markets in the lower 48 states. The 200-square mile Prudhoe Bay Field 
is estimated to contain 22.5 trillion cubic feet in proven r~serves of 
natural gas. · 

Under the Alaska Natural Gas Transportation Act of 1976 (Public 
Law No. 94-586), passed by Congress October 1, 1976, and signed into 
law by the President October 22, the FPC has ma(le its recommenda­
tions to the President today on the selection of a transportation route 
for the gas. · 

The different proposals considered by the Commission are: . 
Alaskan Arctic Gas Pipeline Oompdny .(OP74-239, et al.).-This 

project involves the construction of about 3,600 miles of new pipeline 
and about 900 miles of looped (connected and· parallel to existing 
lines) pipeline. The pipeline, ranging in diameter from 30 to 48 inche.c;;, 
would pick up United States reserves in Prudhoe Bay, Alaska, and 
Canadian reserves in the Mackenzie Delta, Northwest Territories, and 
proceed to Caroline Junction, Alberta, where the system would divide, 

' with one leg extending into the Pacific Northwest down to California, 
and the other crossing the U.S. border into Montana and southeast 
into Illinois. Gas would move to eastern markets by displacement. 
This proje:ct includes transmission facilities proposed by several other 
Camidian and American companies-Canadian Arctic Gas Pipeline 
Limited, Alberta Natural Gas Company Limited, Pacific Gas Trans­
mission Company, Pacific Gas and Electric Company, and Northern 
Border Pipeline Company. · 

The project facilities are designed to deliver at least 2.2 billion cubic 
feet of gas daily to U.S. markets and will cost an estimated $6.73 
billion (U.S. share of total cost expressed in 1975 dollars). 

El Paso Alaska Oompany (OP75-96).-This company would build 
an 809-mile 42-inch pipeline from Prudhoe Bay along the Alyeska oil 
pipeline corridor to a liquefaction facility at. Point Gravina on the 
south coast of Alaska. The liquefied natural gas would be transported 
across water by a fleet of 8 cryogenic tankers 1,900 nautical miles to 
Point Conception, California, where it would be regasified. Gas would 
flow to midwest and east markets by displacement. The project is 
estimated to cost $6.57 billion (expressed in 1975 dollars) and would 
be c!J,pable of delivering an estimated 2.1 billion cubic feet of gas per 
day. 
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Alcan Pipeline Oompany (Alcan II proposal) and Northwest Pipe­
line Corporation, along with several Canadian companies (Foothills 
Pipe Lines Ltd., Westcoast Transmission Company Limited, Alb~rta 
Gas Trunk Line Limited), propose construction of about 3,900 m1les 
of new pipeline and 900 miles of looped pipeline. A 48-inch pipeline 
would pick up Prudhoe Bay reserves and follow the Alyeska oil route 
as far as Delta Junction, Alaska, and from there would run parallel 
to the Alcan Highway partway to the James River Junction in Al­
berta. From James River, gas destined for eastern U.S. markets would 
be transported through a 42-inch pipeline to Monchy, S~skatchewan, 
and gas destined for the western United States would be transported 
through a 36-inch pipeline to Kingsgate, British Columbia. Alcan 
plans to use the same lower U.S. facilities as those proposed by Arctic 
Gas. The project would cost an estimated $6.76 billion (in 1975 dollars) 
and would deliver at least 2.2 billion cubic feet per day. 

In its original application, Alcan Pipeline Company, Northwest 
Pipeline Corporation, and the Canadian companies involved proposed 
construction of about 3,000 miles of new pipeline and 1,600 miles of 
looped pipeline. The pipeline, ranging in diameter from 30 to 48 
inches, would·pick up Prudhoe Bay reserves and follow the Alyeska 
oil pipeline route as far as Delta Junction, Alaska, and from there 
would parallel the Alcan Highway to a connection with Canadian 
pipelines in British Columbia and Alberta, where the system would 
split the gas between western U.S. and midwest U.S. shippers. Gas 
would also flow to the east by displacement. This system would deliver 
approximately 2.0 billion cubic feet per day and would deliver gas both 
into the Pacific Northwest and across a route similar to the Artie Gas 
project extending from northeastern Montana into Illinois. The pro­
posed project will cost an estimated $6.28 billion (as filed). · 

In connection with both the original and revised Alcan proposals, 
an associated, although independent project, Maple Leaf, is proposed 
to deliver Canadian reserves from the Mackenzie Delta to Southern 
Canadian markets. 

CHRONOLOGY 

March 21, 1974-Alaskan Arctic Gas Pipeline Company application 
filed. 

September 24, 1974-El Paso Alaska Company application filed. 
January 23, 197n-FPC order consolidating both applications (in 

Docket No. CP7 5-96, et al.) . 
April 7, 1971}-Hearings began before FPC Administrative Law Judge 

NahumLitt. 
November 21, 1975-FPC staff Draft Environmental Impact State­

ment issued. 
April 7, 1976-Final Environmental Impact Statement issued . 
• July 9, 1976-Alcan Pipeline Company and Northwest Corporation 

application filed. 
September 1976-Supplemental Final Environmental Impact State­

ment issued. 
November 12, 1976-Hearings concluded. (There were a total o-f 253 

days of hearings resulting in 44,458 pages of transcript together 
with numerous exhibits.) 

--- ----------- --- ----- ----·---------..------ ----
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December 7, 197~Final Position Brief o:f the Commission Staff 
issued. 

December 14, 1976-FPC issued Order No. 558 prescribing procedures 
pursuant to the Alaska Nat ural Gas Transportation Act of 1976. 

February 1, 1977-Initial decision issued by Judge Litt, recommend­
ing approval of Alaskan Arctic Gas Pipeline Company project. 

March 1, 1977-Briefs on exceptions to the Judge's decision filed by 
FPC staff and parties in the proceeding. 

March 8, 1977-Alcan Pipeline Company filed amended application. 
March 22, 1977-Supplemental information filed by parties to the 

proceeding. 
April 4-8, 1977-0ral argument held before Federal Power 

Commission. 
April 8, 1977-FPC staff report on Alcan revised proposal and other 

supplemental information filed. ~ 
May 2, 1977-The Federal Power Commission made its recommenda­

tion to the President. 
September 1, 1977-The President to make his recommendation to 

Congress. He may postpone his decision until up to December 1, at 
his discretion. · 

Sixty days after the President's recommendation, Congress may enact 
a joint resolution. The Alaskan Natural Gas Transportation Act of 
1976 (in section 8) provides dates :for further executive and legisla­
tive review, i:f necessary. 

Maps of the proposed Alaskan natural gas transportation systems 
accompany this :fact sheet . 
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ARCTIC GAS PROJECT 
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EL PASO ALASKA PROJECT 
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ALASKA NATURAL GAS 

TRANSPORTATION SYSTEMS 

Alcon 48" Prapo5al 
{As submitlad March 8, 1977) 

--ProposedAkanPipeline 
----·Proposed Maple t\ol Pipeline 

ONTAUIO 
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ALASKA NATURAL GAS 

TRANSPORTATION SYSTEMS 

Alcan .42~' J~~;~~!~~~ 
{AIIIIbmLHe 
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REPORT OF THE ATTORNEY GENERAL TO THE PRESIDENT 

JULY 1977. 
This Report is submitted to the President pursuant to Section 6 of 

the Alaska Nat ural Gas Transportation Act of 1976. Section 6 of the 
Act directs that any Federal officer or agency may submit written com­
ments to the President with respect to the recommendation and report 
of the Federal Power Commission and alternative methods for trans­
portation of Alaska natural gas for delivery to the contiguous states.1 

This Report is principally concerned with item (6)-the impact upon 
competition of the respective proposed transportation systems. · 

The Department of Justice has done an extensive analysis of this 
subject in the Report of the Attorney General submitted to the Con­
gress pursuant to Section 19 of the Act. Rather than repeat what al­
ready has been said therein, we are appending a copy of our Report to 
Congress. We believe that the contents of that Report fully set forth 
the antitrust implications of the various proposed projects. 

The remainder of this Report will summarize briefly the areas of 
agreement or disagreement with the Federal Power Commission's com­
petitive analysis in its Recommendation to the President. Also, in ac­
cordance with Section 6(c) we discuss the question of waiver of law. 

I. lLVIPACT ON CoMPETITION: Sul\nrARY OF RECOMMENDATIONS OF THE 

FEDERAL PowER CoMMISSION AND THE DEPARTMENT OF JusTICE 

The Federal Power Commission concludes generally that the certi­
fication of any one of the proposed systems will not have a significant 
impact upon competition among pipelines. The Department has 
reached the same overall conclusion. 

The Commission has encouraged the participation of producers of 
substantial amounts of gas in the pipeline joint venture in order to 
eontribute their significant financial resources to aid in the financing 
of the pipeline. The Department disagrees. We have recommended in 
the Report to Congress that an ownership interest, or participation 
in any form in the transportation system, by producers of significant 
amounts of natural gas, or their subsidiaries or affiliates, should be 
prohibited. The license to be issued to the selected system should con­
tain a condition which prevents participation in any manner by such 
gas producers. 

The Federal Power Commission has stated that it is strongly in 
favor of widespread distribution of Alaskan natural o-as in order to 
~imi~ reliance on Alaskan gas, to create incentives fo~ participation 
m displacement arrangements and to provide easier private financing. 
The Department has stated tha.t if, because of continued wellhead price 

1 Attorney General Bell did not participate In the preparation of this Report due to 
conflict of Interest considerations. -Responsibility for this Report was delegated by Mr. 
Bell to Deputy Attorney General Flaherty. 
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regulation market :forces are not permitted to operate to allocate gas 
in the most efficient manner, then the possibility of a regulatory alloca­
tion mechanism Rhould be examined if widespread distribution of 
Alaskan natural gas is believed to be in the national interest. 

The Commission is of the view that Section 13(a) imposes common 
carrier obligations upon the selected transportation system. Th~ Com­
mission indicates that this is a procompetitive result but may Impact 
adversely upon the ability of the system to secure private financing. 
The Department disagrees. Section 13 (a) of the Act provides for equal 
access to the gas transportation system based upon ownership or lack 
thereof. But it is unclear whether this provision was intended to create 
common carrier status :for the transportation system. It is our view that 
comrn.on carrier status for all :facilities constructed or utilized as an 
integ ... al part of the system carrying gas to the lower 48 states is de­
sirable and Section 13 (a) should be elarified to unambiguously create 
such status. Additionally, we do not view Section 13(a) to be an im­
pediment to private financing. Moreover, to ensure the equal access 
provided :for by Section 13 (a), Congress should consider legislation 
to grant the Commission, or its successor agency, the authority t_o order 
prorationing of pipeline capacity among shippers when gas is avail­
able in excess of pipeline capacity. 

The Federal Power Commission approves of displacement arrange­
ments as the most efficient mechanism for distribution of the Alaskan 
gas. The Commission, however, is fearful that such arrangements 
could create the potential :for collusive market conduct. Thus the Com­
mission would permit only those practices which are indispensable 
to the successful operation of the displacement procedure. The Depart­
ment agrees that the efforts to work out displacement schemes may 
produce collusive behavior. 1Ve have recommended that if a system 
requiring displacement of gas is authorized, Government agencies 
should monitor any meetings of the transmission companies concern­
ing reallocation. The plans for the meetings and the displacement pro­
grams resulting from the meetings should be subject to scrutiny and 
approval by Government agencies. 

The Commission indicates that as a result of the implementation of 
an all-events, cost-of-service tariff, the producers may be able to exer­
cise market power over the shippers if the produce1:s know wha.tever 
price they charge will be passed on to the consumer. The Department, 
on the other hand, is concerned that the proposed pipeline capacities be 
evaluated carefully since the potential for adoption of an all-events 
cost-of-service tariff has diminished the incentives of the proponents 
to properly determine and propose the most efficient pipeline size. 

The Commission indicates that the contracting process for the pur­
chase of Alaskan gas has not been competitive. Amon()" the elements 
the Commission points to as indicative of the noncom~etitive nature 
of this process is t~e existence of side arrangements. Tl1e Commission 
has concluded that m the absence of full-fledaed price competition the 
pro~ucers _have used s~de arrangements as :means of favoring ~om­
p~me~ whiCh can provrde other benefits. The use of a widespread dis­
tnbutwn scheme may reduce the likelihood of such restrictive side ar­
rangements. The Department's view is somewhat different. To minimize 
the distortion of Commission regulation from side arrangements for 
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various forms of compensation collatei'al to sales contracts for 'Mask~ 
gas; such arrangements· should ~e· disclo~ed a~d subjecte~ to Qomml~­
sion scrutiny. As long as therel'liLw,ellheact.prlce regulatlo~;:the Com;­
mission, or its stiecessor agert?y, should'exarhin~ ~arefully each Alaskan 
gas purchast? cont~act and ¢1-~sapprove or eond1~1~::m each :such contract 
that it finds riot in the pubhc mterest. In add1tlon to the recon:m~n­
dation~ in the Report to .Congr'ess, we note furthe~ that tf1e qomm1ss~on 
should assess the impact· of such arrangements. m var1ous producmg 
fields because of" the widespread existence- of"favor~d~n~~ion'' clauses: 
Price increases __ wl;.tjch at first may appear innocuous,- 1may. have a 
gr~ater i~pact th~qug1).0l:it .~he field due to price increases in other con­
tracts'with such-Cla:i.tses. ·· _- · · 

In summary, while the Department agrees with the Commission's 
overall conclusion that certification of any of the proposed tran~­
portation systems will not have any significant impact upon competi­
tion, we have indicated our differences with other conclusions. We 
urge the President to consider each of these matters carefully and to 
append to any license the conditions we have suggested in our Con­
gressional Report and which have been reiterated in this Report. 

II. WAIVERS oF LAw 

Section 6 (c) of the Act, directs each Federal officer or agency to re­
port to the President actions to be taken by such officer or agency 
necessary or related to the construction and initial operation of the 
approved transportation system and to include recommendations with 
respect to any provision of law to be waived upon recommendation 
by the President to the Congress. It is the Department's view that no 
action must be taken by the Attorney General under section 9 (a) of 
the Act-action which is necessary or related to the construction and 
initial op'eration of the approved transportation system. Furthermore, 
it is the Department's vi~w- that none of the antitrust laws should be 
waived bfthe President. 

Section 14 of the Act states : 
Nothing in the Act, and no action taken hereunder, shall imply or effect an 

amendment to, or exemption from any provision of the antitrust laws. 

It is plain from this provision that Congress did not mean for the 
antitrust laws to be waived in any manner and intended that they re­
main in full force and effect . 

Many of the competitive effects indicated in the accompanying Re­
port are prospective in nature. Thus, their full impact may not be 
knmv_n ~ntil ~he t:a;nsportation system is. built and operating. In light 
of th1s S1tuat10n, 1t 1s the Department's v1ew that none of the antitrust 
laws shou~d be waived. The transportation syste~ and its owners ought 
to be subJected to the full panoply of the antitrust laws and their 
possible enforcement should any violations of these laws appear in the 
future. 

III. CoNCLUSION 

I conclude that antitrust considerations do not militate ao-ainst 
selection of any of the three proposed projects as the transportation 
system for moving Alaskan natural gas to the lower 48 states; nor do 
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competitive considerations point to selection of one of the three proj­
ects in preference of the other two. The problems we have identified in 
this Report and our Report to Congress may impact on any selected 
project and, there,fore, do not make one project seem more desirable 
than the others. 

We ·have proposed several conditions which ought to be appended 
to a license issued to any of the proposed transportation systems. These 
recommendations are in the Report to Congress appended to this Re­
port and are summarized in the Conclusion of the appended Report. 

Respectfully submitted. 
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REPORT OF THE ATTORNEY QENERAL TO CONGRE<SS 

· (JuLY 1977) 

ExECUTIVE su~BIARY 

I (I) 

'•> 

This report is subm.itted to Congress in compliance with Sectio_n. 19' 
of the Alaska Natural Gas Transportation Act of 1976. That proviS10!1: 
requires the Attorney G_eneral to conduct a thorough study of the anti­
trust issues and problems relating to the. production and transporta-
tion of Alaskan natural gas. .· . , · . 

Based on our analysis of all information cur:rently available, we 
find that antitrust considerations do not militate against selection of 
any of the three proposed projects as the transportation system for 
moving Alaskan natural gas to the lower 48 states; nor do·cmrtp~titive 
considerations point to seJection of one of .the three projec,ts in prefer­
ence to the other two. Although '\ve ~1ave,identified seyel'al potential 
antitrust problem areas associated' wjtli 'the projects, these problems 
may impact on any project that is selectec1 aitcl thus. do ~ot: make one 
project seem more .desirable than the others.~ _ · · •_. . . . . · · 

This 'report has. iclE~~1tifiecl sevei·a}' potential competitive problem 
areas, which can be adchessed through/: (1.) .the in1position of condi­
tions upon the license issued to :whichev:er project is chosen; (2) the 
enactment of legislation; and· ( 3 ): colla£er~J. actio,:Q. b}c the Federal 
Power Commission, or its successor agency.·:Sirice ·som'e of the id1nti­
fled p~oblem;;_ 11r~ not directly associated IVitl;t the transportatibn of 
1iatural ·gas but are associated 'vith :the 85i_~e of natur.a1 ga~, these _prob­
lems would have to be addressed m. thE) 'context. of the required ex-
amination of the gas purchase :conhaCts~ : ' -. · ·: ·. · .. · . ··. , 

The report first prov:i~les i a 'generAl inJrocl uc~ion to· the .three pro­
posed projects, the methods Of tran$portation imd routes proposed and 
tJ1e ,P,articip\=.U,l_tS ii), each propqse(:l project. 'rJ1ere, are bvo .. overlp,na 

'i)ii)elin:e prqjects'phii'>.Psf:;i:lby .AJcan·a11d Ardic Gas, ah'd a·combini\­
·Hoh pipeline andliquified riatural gas tanker system proposeiJ by IQ: 
P\J-SQ., . . " . ' . ". ,. . . ' . . . . . : . 

' . >(1} .The 'Alcaii ro.i.1te foUo,\:s. th,e· Alasldt ·aiLpipelirte r:ouie 'to Fair'­
-ba1iks -ahd; then J'qllows .. the Alcan Highway tlm:iugh .C'a:irad'a. · Atcah 
'luis1 pi'~p6$eC1' two di:fl;'er'ent $ize~l pip'eliries. Originaiiy Aican f>i·opose~l! 
',a 1-~~ijtclii :Ripelin~ ,but more receri.try ·has proposed a 48-iiich pipelin¢ 
simi1 at to that ofAi:ctic Gas. · ·· · . · ''' · . i • :. ·. • : • . ·· • . ' 

_:. (2)Th'El ~r·cr~c.Oasl;oute proceeds erist,ft;om the Ncn•th'Sl'ope'ib. 
the .. Mackenzie .Pelta·.of''C~li~da; wliefe· it 'is expectecl itdditiomiJ ga1s 

··•re'sm"'\res• will ,,be''d~velop~d>'The: rout~ th~n pt;ciceeds' sonth 'thtough 
.Cailadatb'theUi1itedStatesbord.er.:· : · : '. "'· ·. · ':.' .. -· ' : 
, ·· .(3) .The;~l Paso~ptpject cans· for a pipelln~ to foiiow,"Jh~Aia,ska,oii 
p~peTine' to .Po~rit Gravin·a ,Qn ''Pd~;tce :William':S01ind., There the ga,·s 

• would:_be!qOriveit~d to liq1iid natural 'gas and shipp:ed 1Jy ta;Uiker toe tl)'e 
-coast of Cali!oniiii'.' : · · · ' · . · _ . · .. . 1 

- ·, 
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(a) Aratic GCUJ.- . 
Alaska Arctic Gas Pipeline Company 
Canadian Arctic Gas Pipeline Company, Ltd. 
AlbertaN atural Gas Company, Ltd. 
Northern Border Pipeline Company 
Pacific Gas Transmission Company . 
Pacific Gas and Electric Company 

The firflt two above are shell companies, formed to construct and 
operate the pipeline in Alaska and Canada. Owners of the two 
companies are : 

Ameriqan Members: 
Columbia Gas Transmission Corporation 
Michigan Wisconsin Pipe Line Company 
Nat ural Gas Pipe Line Company of America . 
N or~hern Nat ural Gas Company. · · 
Pacific Gas & Electric Company 
Pacific Lighting of California 
Panhandle Eastern Pipe Line Company 
Texas Eastern Transmission Corporation 

0 anadian 111 embers: 
AlbertaN atural Gas Company, Ltd. 
The Consumers' Gas Company 
Canada Development Corporation 
Gulf of Canada, Ltd. 
Imperial Oil, Ltd. (a 70 percent owned subsidiary of Exxon) 
Northern and Central Gas Company, Ltd. 
Shell Canada, Ltd. 
TransCanada PipeLines, Ltd. 
Union Gas, Ltd. 

(b) Alaan.---.,. · . 
Alcan Pipeline Company (a wholly-owned subsidiary of North-

west Pipeline Com:rany) 
Alberta Gas Trunk Line. Company, Ltd. 
Alberta Gas Trunk Line (Canada) , Ltd. 
Westc6ast Transmission Company, Ltd. 
Foothills Pipeline (Yukon), Ltd. 

(c) El Paso.-The El Paso project is proposed by El Paso Alaska 
Company, a wholly owned subsidiary of El Paso Natural Gas 
Company. 

· The gas transportation and distribution industries are not highly 
·concentrated on a national basis at this time. Although standard in­
dustry concentration measures are less meaningful in the natural gas 
industry ·because it is pervasively regulated and because pipelines are 
to a great extent natural monopolies; these· ratios and individual 
company shares do ,give an indication of the relative industry posi-
tions of the prospective Alaskan natural gas participants. · 

The .proponents of· the· El Paso project control 8.2. percent of gas 
supplies ·from all sources (as of 197 4), the Alcan American proponent 
controls 4.3 ·percent and the. Arctic Gas American proponents· control 
36 percent ·of gaf) supplies from all sources: Although there is some 

. danger: that the sponsors of the Arctic Gas. proj~ct, if they were the 
orily purchasers of Alaskan gas, could use their control of Alaskan gas 
in combination with their control of other gas supplies to manipulate 
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displacement plans to their own advantage or to affect regional 90m­
petition among pipelines, regulation by the Federal Power Conimis-. 
sion'ininimizesthisdanger.' ·' . . . · . ·' · · 
· Present· Federal Power Commission regulation of city· gate prices 

als'o appears to' preclude an opportunity .for competitive abuse by the 
gas prod ricers .or transmission companies provided· the. price ceilings 
set by Federal Power Commission regulation are effective. However, 
if the regul:~,tion of the wellhead price of gas were relaxed and the 
Alaskan gas producing areas were worka,bly competitive, producer 
ownership or control of the transportation system could circumvent 
Federal Power Commission regulation of the. pipeline and monopoly 
profits could be taken by the integrated company by transferring~ome 
or all of the profits stemming from the transportation' monopoly to 
unregulated i1pstream production: operations through denial of access 
to non-owners and restricting downstream supply.· If the regulation 
of the wellhead price of gas were relaxed and the Alaskan gas produc­
ing areas were not workably competitive, but were instead char­
acterized by producer market dominance, gas supplies could be 
restricted at the production stage without any need to derive market 
power from the pipeline. However; such market power is not neces~ 
sarily permanent and could be reduced by discovery and development' 
of new fields by other producers, creating a situation where an in­
tegrated producer/pipeline owner would seek to restrict access and 
throughput t9 take monopoly profits. Therefore, we recommend that 
an ownership interest, or participation in any form in the transporta­
tion system, by one or more gas producers of significant amounts of 
gas be prohibited. The license to be issued to the selected system should 
contain a condition that prevents participation in any manner by such 
gas producers. · 
Own~rship of. a transportation system by the buyers of gas will not 

result in: any potential anticompetitive conduct as long as Federal 
Power Commission regulation of city gate prices continues in the 
present mode;'which it appears likely to do. If the regulatory scheme 
changes, potential monopsony problems can be cured by appropriate 
regulatory action. Therefore, we do not oppose ownership of the trans­
portation systems bythe buyers of the gas. . . . 

During the period from 1971 to 1975 the major North Slope pro­
ducers, Exxon, ARCO and BP /Sohio entered into agreements to 
negotiate for the sale of their natural gas with various transmission 
companies,. all members of the Arctic Gas consortium. These agree­
ments. called for adva11ce payments from the transmission companies 
tohelp the producers develop the North Slope fields. In December, 
1975,· the Federal Power Commission struck down all advance pay­
ment contracts entered into after December 28; 1973, as not in the 
national interest. Thus, there is currently no plan for distribution of 
Alaskan gas. . · · · 
· . Collateral to these advance payment agreements, the transmission 
companies entered into a variety of side arrangements with the pro..: 
ducers. The side 'arrangements provided for renegotiation of existing 
gas ·sale contracts in th~:dower 48 states to raise prices- or to permit 
;rev.:enu~ .shar!ng between ~roducer aond pipeline with respec~·to: exist..:''· 
mg :productiOn: ·These s1de arrangements ··are· clear ·evidence of 
evasions :.of we'llhead price· regulation and demonstrate the extreme 
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d.~fficulty of holding clown the price of a scarce resource. Some pipeline 
companies would be disadvantaged in seeking to gain access to North 
Slope gas if these arrangements were to continue, since not all pipeline. 
companies ha.ve existing relationships that can be altered or other 
goods or services to barter in. addition to paying the wellhead price. 
';f'he·cmnpetitive effects of this disadvantage, if any, are uncertain.; It 
may well be that the Federal Power Commission should require dis­
·¢losure of all collateral considerations in our gas purchase agreement. 
''rhe Commission could then carefully examine each Alaskan gas·pur­
·chase contract-and disapprove or condition any such agreement that it 
~i;inds not to·be in the public interest. · · . . - . 
, wVith _current Federal Power Commission regulation of wellhead 
gas prices, competitive :forces 'cannot ope:roflte to clistribnte gas in the 
l'nost efficient manner. If a wide distribution of Alaskan natural gas 
:is deemed important, it may be necessary to create a regulatory alloca­
tion mechanism. 
. Competition among pipeli1ies :for existing customers and new cus­

tomers may exist in :regioi1al markets. Regional competition can be an 
jmportant ·complement to regulation and its importance has been rec­
·l!gnized by Congress, the courts and the natural gas industry. The 
potential for this competition should be preserved to the greatest 
-~xtent practicable. Several problems associated with the operation of 
~n Alaskan natural gas transportation system arise because of po­
tential effects on this regional competition . 

. Equal access to-the transportation system, as well as other competi­
tion rules, would .be reqnii·ed if producers are permitted to participate 
in the Alaslm11 natural· gas tran<1portation system. ·Moreover,. even 
where producers are not owners, equal access to a transportation sys­
tem retains some importance as a means to preserve regional competi­
tion among pipeline companies. by preventing owners of the trans­
]':>Ortation systems from denying or restricting access to other pipelines 
that might compete-in regional markets. · · · . 

~ Section 13 (a) of the· Alaska Natural Gas Transportation Act pr-o­
vides for equal· access to a proposed transportation system. Although 
the Fede1·al Power Commission interprets this provision to mean that 
an Alaskan natural gas transportation system must be operated as a­
common carrier, ·it is.not clear this was the-intention of Congress~ Read 
literally, the statute·merely provides that access cannot be denied based 
Qn b'\\'nership or the lack thereof' \Ve believe· that those :facilities (pipe­
li-nes, LNG facilities, etc.) constrncted or utilized as an integral part of 
the system cal'rying gas to the lower 48 states should be ·operated as 
<(On1mon carriers; ivith equal access thereto available to all ptlr?hasers 
ancl shippers .of Alaskan· natural ga8. Congress ought to clarify the 
ambiguous langu:age of·existing Section 13 (a) to clearly state that the 
Alaska:n iiatrfral gas transpo1-:tation system be operated as a .. comii1on 
carrier. -· - · 
r Section 13 (a) does not require the transportation system to im­
plement a· prorationing scheme· in the event the system· achieves ·full 
capacity, nor does it permit orrtequire any government agency to order 
s.uch prorationing. Such prorationing clurilig the period of construc­
tion of additiona-l capacity is-necessary to -insure no shil)per may be 
competitively disadvantaged. To insure the equal access provided for 
under. Section 13 (a) , werrecommend that Co11gress cbnsider granting 
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the Federal Power Commission auth_oi:-ity, where 'gas. is available in 
excess of J?ipeline capacity, to order prorationing of pipeline capac~ty 
among shippers. · · . · : . · · ·. .. . · . . . · _ 
· It has been argued that retaining Section 13'( a;) may prove to. be·ari. 
impediment to fillancing. We find that Section 13 (a) will not be such 
ah impediment, since,pip.eline companies will be wining to invest in 
order .to ,insure the construction of such a :syi'ltem~ In ;;tdditiori., the 
possibility· of Feceivirtg the Eriibstantial cash. flow's from the system 
which would result from ownership is another incentive to invest in 
the system. 

It is likely that much of the Alaskan gas will be delivered through­
out the lower 48 states by displacement rather than by direct delivery. 
Displacement is a process that would allow Alaska gas to be supplied to 
conveniently located customers of other pipeline systems that, in turn, 
could use their "displaced" gas to serve customers of other pipelines. 
Such a displacement scheme provides considerable savings and ease of 
delivery but also creates two potential problems. First, a transmission 
company could thwart the displacement plan by refusing to cooperate 
and displace gas in its system. To remedy this problem we recommend 
that legislation be enacted to give the Federal Power Commission, 
or its successor agency, authority to order participation in displace­
ment programs for Alaskan natural gas. 

Displacement also presents potential for anticompetitive activity 
because implementation of a displacement program requires pipeline 
companies to meet to agree upon supply reallocation. Obviously, the 
potential for anticompetitive agreements in the implementation o;f 
such a process exists, and almost regardless of the actual risks of such 
agreements being made, the public perception that such possibilities 
exist requires some antitrust protection. 

This is not an insuperable problem. If the companies do no more 
than is reasonably necessary to effect the displacements, no antitrust 
issues should be presented. A method of insuring that no anticompet­
itive discussions or acts take place is to have interested government 
agencies monitor such meetings and to have proposed allocation plans 
subject to government review and approval. 

An all-events cost-of-service tariff has been 'proposed that would 
guarantee to the owners full reimbursement of nll costs :associated 
with the operation of the transportation system. These costs would be 
passed on to· the consumer. These guarantees extend to all unit trans­
portation costs, even if underutilization of the pipeline makes the unit 
cost excessively high. Guaranteeing these costs would eliminate incen­
tives for the transport:ation system owners to prudently determine 
pipeline size and propose the most efficient pipeline based upon expec-
tations of deliverability. · 

The deliverability of the Prudhoe Bay reserves is unsettled and 
highly disputed. The forecasts vary substantially; however, 2.0 Bcf/d 
appears to be the most likely rate of deliverability. The producers have 
stated their opposition to any form of deliverability guarantee and, 
since gas and oil production are related, may in the future restrict or 
eliminate gas production in order to increase the production of higher­
priced oil. ·with the best deliverability estimate ibeing 2.0 Bcf/ d and 
the possibility of less gas production, there is potential for under-
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utilization ·of :the transportation: system. Underutilization will mean 
higher unit costs of transportation and under the proposed tariff, this 
higher transportation cost will be borne by the consumer. Deliv:erabil7 
ity should be carefully evaluated before, a system is selected, and the 
high cost of constructing a system is undertaken. Further, th,e sizing 
of the proposed pipelines should be carefully evaluated, since the pro­
posed tariff guarantees may have diminished incentives on the part 
o.f the proponents to determine and propose the most efficient pipeline 
SIZe. 
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The Arctic' Gas route w.tmld cross the Arctic Natioh:a1 ·Wildlife 
Range ( ANi-VR) , which was established for the purpose of preserving 
its specific unique wildlife, wilderness, and recreational va~ues. Its 
pos~ible inclusion into protected wilderness status is still pendmg. The 
prop·osed pipeline construction· activity would eliminate the impacted 
portion· of the ANWR fro in wilderne~s status consideration. ·, '~ · ·· 
. Arctic Gas has not adequately demonstrated that"they wouldt be· able 

to construet a pipeline. from Prl1dhoe ·Bay· througli the :Mackenzie 
Delta area within the proposed time frames:; that their proposed initio 
:gativemeasures would workas effectively as predicted; or that impacts 
to ~nimalspecies :and natur31 ecosystems would be shorttimil c::ii·-·min~ 
imal. They_'have.not demonstrated-that their iinconveritionaHechnol­
ogy ·would work adequately in minimizing impact; or that if daniage 
should occur, mitigative-measures would be capable Of restoring im­
pacted habitat· or aitimal populations.·. If the: integrity .of the, ANWR 
were to be violated. by· the Arctic Gas pipeline\.there could be.a-dimin .. 
ished degree of incentive iii· the future lo restrict additioria'l!exploi'a-
tion or development in the impacted:areas. · · :· ,., · · ' .. 

There is a continuing internationabcooperative ·effort tw establish 
an: international· wildlife/wilderness' reserve which :would encompass 
the _t\NWR"and the adjacimt sensitive habitat-in Canada,·. :, . : : 
· TheEl Paso route 'includes·both overland l_)ipeline and. ocean tanker 
transportation" systems. A liquefied .natural gas (·LNG)' facility· iii 
.A1aska and one forregasificatiorr iri California:present serious poten~ 
tial for environmental degradation. , ,; . · , ·:i • . < 
·· Tlie proposed LNG plant· at Gravina Point, Alaska -wou:Id'lie· within 
·:i'zone of·very high seismicity:iii the Chugach National-Forest.·Itis 
located ori the· shore of Prince William Sound wher,e· abundant com­
merc!al fisheries and other marine resources·ar;e. foundr :An acceptable 
solution: to' the he-ated water. discharge •has not yet, 'been:proposed .. 'El 
Paso has ·not: presented :baseline oceanograph~c · studies necessary . tq 
deteri:riine·if the proposed.sea.water cQOling system is envirqpmentally 
~~cceptable.· Impacts. from, th~ l?roposedr .~mce~through c~>Ol~ng system 
:nclude: -(1 )' mortahty of all1IVmg·qrgamsms trapped w1thm.the. cqol.: 
mg: sy~tem;·'(2).-.thermal s?-ocki' ('3) chang~!> in.mig:rration and feeding 
b~hamor •of· affected n::tarme -biOta; oand: ( 4) · the effect' of toxic· sub­
sta,nces released in the .effiuent. The Environmenta:l.Task Force con~ 
eludes that the proposed ,once-through cooling sYf?tem would result·in 
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severe damage to the marine biota, but the Maritime Administration 
advises that alternatives exist which could permit the LNG facility to 
1become environmentally compatible with Prince William Sound. 
• The final segment of the pipeline route to Prince \V"illiam Sound 
would,cr.oss about 33 miles.of potential wilderness.areain the Chugach 
Natimial Forest. Although tl1is a·rea'is recognized as ·a defacto wilder­
ness, it is not considered as ·frcagile or unique as the 'AN\VR. The 
Gravina Point LNG facility would desti·oy at least one bald eagle nest 
and disrupt approximately 15 other. nest. sites and some winter feeding 
ground for the Sitka black-tailed deer. 

Cape Starichkof, locate.d. on. (Jook. Inlet, .has •been proposed as an 
alternative LNG terminal site. This alternative would avoid the 
defaeto. wildei'lu:iss area within the Chuga<;h. Natiqnal 'Forest~ /I.'l1e 
route to Cook Inlet would parallel the southeastern bm~pd~ry .of 
Mount McKinley National Park and cross. the Kenai .N;a,tional Moose 
Range. Seismic conditions. are siniiHn• to .those found at Gravina Point. 
The EnvironmentaJ Task Force. believes: that further investigations 
of the Starichkof_route and site are needed, qefore a final choice is 
made ·between the· Gravina anclStal'ichkof options, . ·.. .. . . 

· The pr6posedcregasification sites, would be located in southern Cali­
fornia, an area·.cifhigh'seismicity, El Paso?s proposed site i.s at Point 
Conception, which is a rural, grazing area ; ·while ·the Oxnard ·alterna­
tive site is in an. area 'already zoned for industrial developl]1ent. 

A unique mixture of northern and southern marine species exists 
o:ff Point Conception:.:As· proposed,: the cooled wa;ter discharge .. from 
the plant would cal1se ecological changes in the outfall area, particu­
larly critical to this unusual marine en'vironmimt.:The Oxnard alterna-
tive site does not have this· •unique il1a1;ine commmiity. · 
· • In addition, :the. Oxnard plant's chilled· watei· discharge· could be 
used at the Ormond Beach Generating Station to bring the combined 
eflhient to approximately ambiei1t seawater temperature. · · · · · 

The pipeline Heeded to connect the Point Conception regasification 
plant to existing transportation systems would traverse approximately 
250 ni.iles, Cl;ossing unstable soils within' the Los Padres N a.tional 
Forest. By c01itrast, the connecting route from Oxnard would be ap-. 
proximately 50 miles long, with about 95 percent of the ro'ute follow-
inG' existinG' corridors. · · · . · · · · · ;. 

-~- . . - b- . ' . . • • • • 
The task force concludes that the Oxnard alternative s1te IS enVIron-

mentally preferable. However; pending California legislation would 
require a .remote site for safety considerations. Only Point Conception 
would satisfy this.requirement; · . · · · · · · · · ' ' · · · · 

Although the~Alcan -route does not cross such critical environmental 
areas, as the ANWR mrd <Dhugach Na.tional :Forest, each a de facto 
wilderness, there. are other sigl).ificant enviro1l:mental coricerns;·Alcan's 
summer conptruction could c~rtse imnecess::tr:v permafrost degradation. 
The task ·force believes that sunilher construction could be· accom­
plished in an enviroilmentally. adceptable manner i:f scheduled du .. ring 
the spring and fall months when temperatures are ne~r or below freez­
ing~ Such .scheduling is feasible since only. two to fiv~ percent of 
Alcan's Alaska route iiwolves critical 1)eni1afrost areas. · 

In northern Alaska, the Alcnn il:h'd El Paso routes utiHze t.he exist­
ing· trans-Alaslm oil pipeline (TAPS) corridor. They would :further 
impact the migration route of the Central Arctic Caribou Herd and 
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i)~ll 'sheep near' Atigtil{ :Pass, ''"'hich is.' a· cfihcal salt 11c~:midi~mb: 
ing area :.··;;•: :. ':: . ','' · ... . :: .. · : . ., .•.. ''. ,· ·. ' ..... .:::.::·.'·;;,, 
l ·: In ba~ada,-.''the Akan route w,quld j_:illirallel the Alaska. H~$l~~.~y 
through ·the Kluane National :Park at· the bas~ of Sheep. Monlfi~~ll)_ 

· (Dall sheep area) and pass ne'arthe propo~ed Pickhandle~!1a]{:eint~:r~ 
natiana:l Biological Prog-ram Ecological Reserve ( S!il_Ilsit!V(~ ~ater~ 
fow 1 ·and mbose area). The .route also passes through grizzJy bear· de.~..­
ning and elk overwintering areas. Cw1structj.on scheduling Cci'Uld av~ntit 
.sensitive tirrie periods for most of :these sp~cies. The da~a ··base ,1},~::­
·sociated :with Alcan's route ·is generally consrdered to be m~deq~~te .• 
'Additional research and data; collection are needed to'' define' siW­
specific problems arid appropriate mitigating measures. ' : ·.· ,, . ., ':l 

: ·,Allroutes have the potential fo1' impacting thr«i~t.en~d, end,~~g.e~ed, 
arid protected species, including the polar bear which IS.a spt:jCl~Y)?ro~ 
tected'species m!der International Treaty. Impact to these speGieS'ancl 
·their habitat; after specific critical locations ~re identified, ~l?:~tl:l~ ;l>.e 
minimal.along any of the.propqsed routes with approved I,Illtiga_trve 
scheduling.ftl:ld routing measures. Extra 'consideration.sho'\IW:be ·~r~~!~ 
to protected species. · · ·· : · 

Trenching activities along Alcan's and Arctic Gas' proposed N~rrti1 
'Border rOtlte 'across the prairie' pothole' area in 'northern u.s., a1,rd 
·Canada may cause drainage of potholes, and thus affect ,watedowl 
habitat. Effectiveness of· proposed .1nitigative 'measures to p,r'eyent 

·drainage and other disturbances is uncertain. ' ·' · ·- ·· ·.' · · :._: ~' ., 
·. In Public Law 93-153 (amending :J-920 Minei·al Leasing-Act), 'O~n> 

. gress foun~ utilization of existing corridors to be in the public inter~S:t. 
by minimizing adverse enviroi1mental impaCts due to the proliferation~­
of separaterights7of~way. The utilization of rights-of-way in coirtmo1r 
should theFefore be requinid to the extent practical. However, the ~aslc 
force believes that: the en_vironinental b,e~~efits. attr~bii~~t>l.e, tP. req~i.i,~in'g; ·l 

.. the use of common corndo.rs: must be evaluated md~VIclually.' , .. , . ,,., 
The task force concludes that the Alcan route would make the best 

'use 'of existing 66rriclors. The El Paso route' would utilize the Alvesktt 
·corridor butwould establish a ne"" ri'ght~<Jf-way through the Chl~gach 
National Forest in Alas.ka and along most of the route in Califor;n1_a. 
Except_for t~e portion from Prudho~ Bay through the Mack()n~i,e 
D~lta,,mcludmg theANWR;the Arctic Gas route generally follow~ 
existing corridoi~s or rights-of-way. . ... ' 
· Each route crosses areas· which ·are clesignated or proposed Jo~r 

.designation under the Wild .. and Scenic .. Rivers Act, National Trails 
System Act, Land and ."\iV a:ter Conservation Fund Act, and d-2 pro­
posals _(lands prop~sed for Federal. designation). The task fore~ sug­

. gests site-!;)peClfic alignments be reviewed and measures taken to avoid 
-such areas or minimize inipacts. Either pipeline route through Can:ada 
:would in;pact ~atioJ?:al or Provincial designated areas n.nd proposecl 
InternatiOnal BIOlogical Program (IBP) rese-rves. The Canadian O'O:V­

ernment wi.ll make th~ decision to authorize or reject these crosshtg$. 
_ , \:V n.tm: WI~l. be ,reqmrecl by ail proposals for a variety of purposes. 

The a vailahility of water on the North Slope durin 0' the winter season 
is extremely limited. Arctic Gas ancl El Paso propose to .work .from 
sn~w roads and work pads. For this purpose alone, the task fprce 
beheves. that a reasona.ble m,argin of water is available. When wat11r 
demands for hydrostatic testmg and camp use are added, winter water 
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supply· may . b!e insufficient .. Th~ thrE;le applicanto;. prorwse . <;lifferent 
methods for testing pipeline integrity. Arctic Gas proposes: .a .meth~ 
anol ~w~ter.. testing pJap., Alc~n ·:proposes . water testing, .and El Paso 
proposes air testing. Among these, thepotentiaJ spiPs.ofthe'methanol­
water test mediqm prese:p.~ the greater: i_:>0te~tiaL for, e~ivironmeJ;J.tal 
threat. .Th~ . task force beheves that air. testmg would~: be the. most 
.preferable. ~nvironmentally and should be ~·~qu~r~d for all. api)licants 
where 'feasible. . ' . . . . . . . . . . . . . . . . . . . . . . 
-. ;G0mpres~or ~tatio:ris, LNG .and rega~i~eation 'facili~ie~, ,and tank~rs 
."Wl;Hrc~ll ~mi·t a1r: polJut~nts .. The.seeiri.lSSI~n.s generally arpp~ar to fall 
WJ.tp:m.the allowable Federal air quahty standards. They will als9 be 
required to comply with State air quality degradation-laws. · . 
· Numerous a.rchaeological and historic sites may be encountered-along 
~my of the routes; t~1eref6re, ~comprehensive survey/salvage prqgram 
111 necessary for the1-r protection. The. Arctic Gas route has the greater 
potential for impacting cultural resotirces than either .the ·El Paso or 
Alcan route. . · . . · : · .. · · · · 
: . Any of the three pipelines would accelerate a perha.ps inevitable 
change in Alaskan native lifestyles. The Alaska Native Claims Settle­
_ment Act and construction of .the Alyeska pipeline have already pro­
'moted the trend toward a. mixed, cri.sh ·and subsistence economy. The 
El Paso and Alcan TO)ltes wou1d affect. a greater number of nativ~ 
villages than the Arctic Gas; route, but these are along .the Alyeska 
corridors ·where native life styles have already been impaetecl: Al­
though the Arctic Gas route passes near the native village of Kaktovik 
in an undeveloped portion of northern Alaska, the native lifestyl~s 
have already been affected by·the nearby DE\V line (Defense ·Ea.rly 
"\Varning) sites. Native lifestyles would continue to change even in the 
absence of any of these. projects; however, construction activities would 
accelerate the rate of Ghang,e in native yillages along the route .. 

We conc)lr 'vith'the :~onGh~si()ns reached by. th,e F.PC in their "Rec­
ommendations to the President" and With the FPC Staff that each of 
the three ·pending proposals will have some a(J.vers~. enviromuent.al 
impacts. If .the Alaska gas is distributed on an e'qtlitable basis to the .48 
States, the task force doesnot believe that the decreas~cl air-pollution 
. in 1the. lower 48 States as a i·esult of Alaska natqra:l gas being available 
will offset the environmental degradation resulting fromtJJ.~ construc-
tion of a natural gas transportation system. The·_·task ,forc~:therefore 

. conclude_s that a "no action" alternative would be environmentally 
superior. . . . . . · . · . · . . . · 

. ;Efo.wever, if the Alaska· gas were allocated to maximize air. quality 
beiiefits the construction .·of a gas transpqrta.tion system could be ,envi­

. ronmentally preferable from the standpoint of public heal~h., It cot1ld 
displace 1 quadrillion Btu's/year. of coal and could conce1ltrate air 

. quality benefits in select air quality contro~ regions. It should be noted 
that the feasibility of this allocation scheme .. hf!,s not been demon­
strated. An analysis of the pricing and. distribution .aspects. of this 
scheme would have to be conducted. . · . 

The task force also concurs· with the. FPC Commissioners and the . 
FPC Staff that, of the three -proposed routes, AJc·an's iippears to 
promise the least environmental impact if proper _mitiga:tiv~ a.c#ons 
are taken. This _conclusion is based 'on the Alcan route's avoidance of: 
(1) the undeveloped area from Prudhoe Bay throu:ghthe Mackenzie 

,. , , , : I r 
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Delta, including the Arctic National Wildlife Range and (2) .the 
Chugach National Forest, both of which are de facto wilderness area8; 
and ( 3) thermal and chemical pollution from the LNG sites in Ala'Ska 
and California. In addition, Alcan makes the best use of existing trans~. 
portation corridors. '·'· · '' 

'The task force finds the environmental impacts which would resiilt 
from •the Arctic Gas and El Paso routes to be different in nature; but 
comparable in magnitude. It is therefore difficult to rank the .two eys­
tems strictly in terms of environmental impacts. However, it is our 
conclusion that the El Paso route would impact the environment less, 
on balance, than the Arctic Gas route. This conclusion is based on: (1) 
El Paso's avoidance of the Arctic N a:tional Wildlife Range and the 
Mackenzie Delta area (although it still does cross the Chugach N a~ 
,tional Forest); (2) the assumption that thermal and chemical poilu-' 
•tion of the marine environment at the LNG sites in Alaska and Cali­
fornia can be properly controlled through design modifications; and 
(3) the utilization of existing corridors, except for the a·pproximately 
40 miles in Alaska and most 'Of the route of California. · 

':Dhe hsk force believes that the Arctic Gas route has the gre?,test 
potential for causing adverse environmental impacts. This concht~iQ;n: 
is based on: ( 1) the crossing of the Arctic National Wildlife Ra:rige 
and the Mackenzie Delta area (although the route does not cross the 
Chugach National Forest and does not have the LNG siting prob­
lems); (2) the lack of permanent access along the North Slope for 
making summer repairs, should they be necessary; and (3) greater 
risks due to the distance to be traversed in the fragile Arctic. Finally, 
the creation of a new .transportation system or corridor through this 
relatively undeveloped portion of Alaska and Canada, would create 
environmental impacts which cannot be totally mitigated. The rest of 
the route generally follows existing corridors and rights-of-way. 

TERMS AND CONDITIONS AND FEDERAL ORGANIZATION 

The Federal Power Commission's "Recommendation to .the Presi­
dent" found that formulation of specific terms and conditions· was 
premature until a route has been selected and more detailed resource 
information is available. The FPC Recommendation made some tenta­
tive suggestions on the organiz·ation to administer terms and conditions 
and included a number of illustrative terms and conditions. 

The FPC Recommendation did not adequately address the process 
:by which all environmental concerns and resources may be considered 

,. government-wide (Federal-State-local) . during the preparation and 
subsequent administration of terms and conditions. 

The task force proposes continuation of the previously establish~d 
Federal interagency group •to work on terms •and conditions. It· also 
proposes environmental guidelines and a schedule ·which the group 
(supplemented by State agencies) could use in preparation of .terms 
and conditions and development of the organization(s) to administer 
them. 
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REPORT ON CONSTRUCTION DELA:Y AND COST OVERRUNS' .. 
. ' ' ' ! . . 

· ExECUTIVE Sul\I]\t:ARY 

Objective·. . . .. . . . 
The object of this report is to review the imalysi:;; _and findings·o~ 

the Federal Power Commission (FPC) in their Recomm.endation to 
the President: Alaska Natural (}as Transportatio_n· Systems with 
respect to the potential for· schediue delay and cost overrun. The 
Commission's Finding:;; are not fully specified, but a reasonable in~. 
terpretatioriis presented on the follo•ving page .and contr_astecl with 
the. Lead ·Agency Findings. . ·· . . 
Findings ... 

This Lead Agency Report prepared by the Department of the In­
terior and ;-th~ J?epart~e,nt Of ~ran~portation gene_rally agrees •vith 
the Commrssron·s relative l)inkmg among the proJects wrth regard 
to the possibility of CQst oy:er'r~m and construction delay b)lt differs 
sharply with respect to the :}nagnitude of the overmns. The Fedei·al 
Power Conimissioir examined a number of soutces of overrun· and 
delay but they seemed to consider these in isolatiori; they did not fully 
evaluate the contribution of these sources collectively and interactively 
to their overall c.ost .and time requirements for completing a long-
term~ complex construction project. . 

FPC findings: I 

Direct cost • ____________ ---------"------ ---------------- -----~-
Total cost (Includes financing) • ----~---- __________ ~- ---~-~ _____ _ 
Full gas flow realized ___ c ____ ~--~- __________ ------·------ -~------
Potential cost overrun (percent) • _______ ---------.-_---- _________ _ 
Potential delay (months) ~----------------------C--------------- · 
Net national economic ·benefit'"- _____ c __________ ·---~----·------

. Cost of service (dollars per mcf)u ________ ~-------·--------------· 
Lead agency findings: I · .. ·• ' ' · · · · . 

Expected direct cost overruns'"----·-----------------------"--------
Percent_ ___ -- __ ----------------·--------------------~---------

Expected direct costs'"------------------------------------------­
Expected total cost overruns •---------------------------------------Percent_ ____________________________________________________ _ 

Expected total costs (includes financing) •----------------------------
Expected schedule delay (months) _________ c ____ ---------------- ___ _ 
Expected full flow date a ______ c _____ c _________________ c_~:: ______ c __ 
Expected net natio.nal-iicohomic·benefits:. \' ________ --'-'-c.~--- _______ _ 
Expected cost of .ser.vice (d011ars.per.mcf) u:-,7 ~~/i···-·-:----.---------- . 

I All values .in 1975 prices;· assumed January 1978 go-ahead. 
·· 2·Arctic Gas·costs include Canadian share. 

' M_illions of dollars. , 

Arctic Gas 2 

4 6, 783 
58, 147 

(') 
5 

12 

:-\~~~ 
4 2, 506 

- 37 
9, 289 

• 4, 3~~ 

12,464 
. 20 

(") 
3, 311 
2. 15 

Alcan El Paso 

5, 781 5, 588 
6, 7.61 6, 571 

(1) (8) 
5-10 7-10 

9 0 
7, 652 5, 798 
U9 2.09 

1, 864 
32 l, 7~r 

7;645 7, 324 
3, 159 2, 775 

47 42 
9, 920 

17 
9; 328 

15 
{") (17) 

4, 825 3, 908 
2. 09 2.26 

· 4 U.S. share of Arctic direct costs is $5,621,000,000; U.S. share of Arctic direct cost overruns is approximately 
$2,000,000,000. . . . 

5 U.S. share of Arctic total costs is $6,729,000,000; U.S. share of ·Arctic total cost overrun$ is approximately 
$M32,ooo,c,oo. 

• June 1983. 
1 January 1983. 
s November 1983. 
'No NNEB or cost of service calculations are available based on these values. 
Io Present value discounted at 10 percent. 

. u.lncludes $1 per incfwellhead price of gas,_20 yr average.· , · :·. . . . . ,, · .. · , .. , ' 
. "The expected valu~.J.s. the, !'lean or "average'.'·_of the ·eslimated·probabihty d1stnbut1.on; · · ·. . 

13 An upper bound~.o~- :~.worst"·•,case,- mat. be estimated by addmg 3 standard dev1at1ons to the· expected value: Arct1c 
Gas-$14,300,000,000, Alc'an.::$11,200,000,000 and El Paso-$9,300,000,000. The FPC ·estimate ·may be cons1dered ·a 
reasonable lower. bound. _ .. · ' - " . '. : ' ' · , · · 
-··-'" Both'EI'Paso and;Atcan have:pa~ial, but substantial, gas,flows.occurring 6 to 10 mo earlier. 

" March 1985. .. . ·'1::. _ . · · 
· IS July'1984 ... · " ' ,. c.; 
. I; F_~bru~ry 1985. 

'J . 

.:·,._;. ~ . . .- ~· ' 

I 
~I 

'I 

.i 
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The FPC estimates range from 5 to 10 percent cost overruns for 
the proposals; this Report estimates direct cost overruns for the vari­
ous p:r:oposal~; .;ra:n~j¥e; ,from'. abo~~ ,30, pe,r~.e:q,t. :to ~b,.C!ut. 4.Q; perce;nt; 
moreover, this Report finds that overruns on total· costs ·mcludmg 
financing (allowance for. funds used during construction) may range 
from 40 to 55 percent. The Coriu'nissioriers have estimated potential 
delays ranging from 0 to 12 months; this Lead Agency Report ant~c~ 
ipates delays·rangingfroni15 to 17 months .. · • ··. ; · · · · · · . 
·. This Report i1,1<;licates the Arctic Gas proposal tci. ({Ontain the great­
est uncer·tainty, while, the Alcan arid El Paso proposals contain· less~· 
Taking expected cost o'veri'uns and construction delays into account"; 
t}1e. r'epoit finds that the· Alcan propo~al has 'the earliest expected 
delivei'Y date and the least tota1 cost, El Paso. the,tiext earliest deliv..: 
ery date and higher total cost, and Arctic Gas ti'l'e 1atest delivery date 
and highest total expected cost. · 
P1'ocea'ure · · · · · · · · 
' .• rhe:~e',gstimates "\y~re arrived at on the basis 'of joint estimates of 
exp~cted. ccist overruns and schedule delays by i:ri.deperident analysts 
~a1iipiar 'With ~ach qf the three proposeQ:'transportation systems and 
th.e:Tnins~AJa:;:;ka Pipeline System. The'.'(fPC estimates are plausible 
but opti11iistic · engineering estim:ates, while those ·presented here 
I;ef::ogn..ize that few inajm; consti"uction projeCts achieve the planned 
p.er£(:mnan'ce., cost. a:rid schechile goals. The~e esti'mates should be con­
sidered "expected value" estil1la'tes. It should be 11oted, that the results 
presented here do not indicate that a natiiral gas transportation sys-
tem is un.economic. . 
· Other ind.ependent·analyses, including the FENCO, Inc. risk anal­
ysis of Arc6c Gas and Alcan for the Canadian Ministry of .Energy, 
Mines, and Resources, the Resource Planning Associates, Inc~; risk 
analysis of all three. proposals for the Eiivironl1lental Protection 
Agency, and the Department of Interior Report to Congress unqer 
Public Law 93-153 have concluded that all the applic.ants, but partic­
ularly Arctic Gas, are quite· optimistic in their proposals. The major 
imcertainties' that the· FPC failed to assess realistically are high­
lighted below. 
0 onstruction and P1·odructivity 

The Commission~concluded that Arctic Gas and EI Paso have.prq­
posed "reasonable" construction programs while questioning the Alca'n' 
estimates of proclucti vity. This report finds that Arctic Gas has seri­
ously underestimated the economic cqsts of constr1,1ction dvring the 
arctic winter. El Paso has also overestimated winter pipeline con­
struction productivity and underestimated.potential problems oilthe 
complex liquefaction plant. Alcan has oyerestirnated: the productiv­
ity of its rapid summer construction program, particularly because 
of the difficulty in supplying the skilled manpower necessary. :; 
Snow Roads and 1V ork Pads 

, I . 

The Commission lws COJlclude<;l t~lat the ·prppo~e·d ~se 'o£ ·~no~ roads 
and s1lo':r;work pads·is a 1'feasibl~~1 arctic construction technique. This 
i·el)'ort"firids 'that the eccinohiic feasibility of these technicJliesis extreme~· 
]y uncertain. The FPC heating record indicates substantialcontro:versy 
over even the technical feasibility. The record further indicates less 
than complete agreement on the availability of adequate· snow' and 

------- -----
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:wa:ter; particulad:y· oi1'ths North Slope! The economic costs·::o:f :a,·con­
st,tuction'progtam rely!ng. on snow roads and·snow work pads'.at the 
scale· proposed' by 'Ar?tic Gas~~nd: to a les~m: extent· by .El ;Paso-'--'are 
very 1m certain. There is no eqmvalent expenence available;, the c~m­
cept has I1eve:r.been·.tested on a comparable scale; ·Alcan's constr~ction 
plan·avoids this risksince it relies on summer and·conventibnalwinter 
construction.· · , · · . · ' · · ' · ~ · · · · · -· 

, . ,, ' .... ,. ,· i :' . ·:, . , ·. ,, . , ... :.· ··.: . ''•r, l ,' 

0 o,nst,Uctiqn Logis'tios and franspprtati(n~: 0 orridors· · · . . . . :: ·. 
The.C6mmi~sion!ou:rid no,substa11tiallogistical problems for any .of 

the applicants, nor' did it emp~asize .a;ny subst~ntial advantage, f.or .a 
particular system because of Its corndor. Tins report .finds, to the 
contrary, that logistical problems beyond those anticipated by the 
applicants are highly probable. · . · · · · · 

Alyeska experience indicates that it is virtualy impossible to fully 
predict all requirements in advance ·and that supportinglarge'scale 9on­
struction ·efforts 'in remote regions of the arctic is extremely difficult. 
It is cleai; that. alternatives and flexibility are· essential for cost and 
schedule control-two elements limited in the Arctic Gas-logistic plan. 
Arctic Gas· must rely on a ·logistics system that· is very ·seasonally 
oriented-use of snow roads in the winter and shipping on the Mac• 
kenzie River in the summer: Both EI Paso and Alcan ,prop'ose routes 
having access to virtually all weather transportation systems and other 
existing infrastructure. · ' · · · · · 

Seismic Desigf!> . . . . . . . , . . .. 
The Commission :found that El Paso has ·an incomplete seismic de­

sign but that adequate time had been provid¢d in the pre-constniction 
schedule to complete the design at "sonie incr·eases'' in cost. The con­
clusion.of this report is that the incomplete design work for the1iq1Je,. 
faction plant at Point Gravina leaves substantial. uncertai:rity,iri both 
cost and schedule. The record indicates substantia~ controversy rega.rd­
ing what design faCtors are acceptable, and there is little experience in 
designing large scale LNG facilities for a high de'gree of seismic pro" 
tection. El Paso is judged to have underestimated the complexity of 
meeting stringent· seismic standards, while neither AI;ctic 6r· Alcan 
have a signi:ficant seismic problem; · · · 

Frost Heave/Thaw' Settlement 
The Commission concluded th~t there is '' .· ... n~ doubt that.'an ade'" 

quat~ solution ciui be found.'··" .although w1th ". ';:suffici¢nt expendi­
ture o;f design, time and capital". This report con~ludes:that;the appli­
c~uits may 'Y~ll ha:te substan~ially underestimated the required design; 
tim¢ and 6!!-pital. .· . . . .. , ..• · .. . · ·... . ... : , • . , . ·. :· ,.. ·• .. 

The e:x;a:?t n.ahlr~. of the' technical ,sOl1ftio;n- t(), frost heave/thaw 
settlel'nent IS still ail unknown; some experts believe that portions of a 
gas l~ne may have to be elevated. The economics of an as yetunprove:n 
soh,ItiOJ?. are exti·emely difficult to estimate,·partic1).larly ifjt involves 
a relatively complex technology (e.g:;· electrical· heating or buried 
supports)'. ' · . · ., ·· ,.' •· · 

Project Manageinient and S olre.duli1~g · ~ ' · · ... ·· ' · · , . · . • : : 
The Fe.deral Pow.er Commission did. not address itself specifically to 

the quest1~m bf ~anageme,nt and schedulil1g ;:tltho.ugh it did .conclude 
that Arctic Gas and El Paso had pi·eserited· reasonable programs for 
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exe<:)uting feasible proje~ts: This rep?i·t finds. p~oj.ect·]:nanagement an,d 
-scheduling to be a crucial- element m completmg any of these large, . 
,complex;_ and remote projects in a timely and economip manner. Th~ 
Alyesk~ ~xper:ie~1~e;is·replete .w~tli ._situations where a;proNI;)~'):_l.inoiJ,e 
,are~ spilled 0vei· ·Into _other: .areas~ All. of the_ proposal~ con:tam l_ar:ge 
·numbers. of interactive elements for which a difficulty. with one activity 
will adversely affect progress on another-resulting in po13sible d~lays. 
All of the projects contain a numbe:~,· ot techniques which :,trerelatively 
,unproven in regular commercial app,lication. The projects, ·through 
sheer limgi1itude, will dra·\v on both labor and 'vendors having limited 
pi·eviousexperienceinthiswo_dc - ' -- · -· · · · 

j nstitutional u ncertai~ties - -- - . -
. 'The FPC generally concluded that the applicmits had alloted suffi­
cient .time during their pre-cmistniction and .construction. phases to 
.allow for resolution of a nu}nl;Jer. of institlJtional issues. This report 
_finds that several institutional_issues pose major problems for the ap­
plicants, with substantial prohability for schedule delay and cost ove1;~ 
_run. J,aint 1J.S.-Canadian decisions for Arctic Gas and Alcan have the 
.potential for causing delays. Site selection and approval for El Paso's 
J'egasificfttio'n terminal· in -California 1nay cause: some delay. Final· 
,right-of-way det~rm!n\1-tion for all applicants is currently on an un~ 
.certain schedule. Govern:rpentf!,l stipulations, regulations, and permits 
during construction by any applicant could cause construction delays. 
Finally, resolution of Canadian Native Claims is likely -to cause sig-
nificant delay for Arctic Gas and, to a lesser extent; Alcan~ · -
·.Other Larg~:Scale Oonstruqtion Project Emperience. . 
: Studies by Professor l\fead and others indicate that the ability to 
accurately. forecast the. cost_ of large complex construction projects 
is ver:y: limited. Examples q£ S]Ich evidence are mimerous and include 
J'rans~Alaslm Oil Pipeline ('rAPS) ,'North Sea OiLproduction, Trans" 
:Per\l. ;pipeline; METRO. and Canadian. Olympic facilities. These 
§~uQ_ie~- i_ndicat,e that for construction projects involving long construc­
tion penods, I).ew technqlogy applications, exte1isive geotechnical work; 
;:mel activity. in remo~e areas,· cof1ts and scheduleS substantially beyond 
those-estimated have almost always occurred aild are likely to 'occur iri 
the future. . -.. . - .· - · 

Probably. the :rp.ost companJ.bl!;l .. pr0jects)s)~lie TA:PS project., A1i 
ea;rly; reliaJHe ·cost estimate· is ccmsidered' to bC the.May 1974 eiitimat'e 
of $4.088 billion. In J nne 1975, a final,· detailed estim!J,te was made at 
$6:375 billi9il and· ;now, only two years later, the final cost is expected 
to be at least $7.815 billion-a 23 percenfovernm; excluding financing. 
In comparison, this Report_estimates 30 to, ,40 percent cost ove_rruns, 
excluding'financing, for pi·ojects 4 to 7 y~ars,awav fro!l1 completion. 
O~erating Risks' :. .. . . · . . . . .. · · .• . 

: .Thi~ Lead· Agency E,epo~t fii1ds U:ticertairities·.and their econi:m1ic 
impact to. be l~sssignificant during the operating phase than during 
the pre-construction and construction phase. The risks of flow. inter~ 
ruption an~· cost: oy~rruns dtlring op~1·at~o.1_1:~is great~~ }().r: ~~ .:f.Mo. ,, 
because_Qf Its complex .nature an:d:'se'lSil1lCTisk_(a maJor earthquake 
in the vigipity; qf'Jli~, Jiquefa;ctioll .~sit~~ co'rilq: C~llS(\, intertfuplJ_on Qf 
weeks to more tb:a'ii 'a vear)"\v'hile'. b6th'':A1can-·and Arctic. Gas are 
considered 'l'6w risk.· . . ' : ; ~ r; '. . . . . . . . . ' . . . 
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A. Introduction 

. REPORT ON SAFETY A~D DESIGN 

I. SuMMARY 

. · the safety and design issues in the Alaska natural gas trau~porta~ 
tion system relate primarily to how a recommended system should be 
.designed, constructed, and operated, and to a lesser degree, where such 
.a ·system should be located, This report discusses the relative ·safety 
a:nd design merits of the· three alternatives. considered in the Federal 
Power Commission. (FPC) Recommendation to the Presi.de!it, May 1, 
1977. ' . . '. . . 
· Eacl1 of the three systems proposed for t1:ansportation 0£' natural 

gas :from Alaska presents new challenges in·design, cons,truction; and 
planned operation. Information in the record detailing thl:} applicants' 
appi·oaches to meeting these challenges is exhaustive and mu~h .of it 
has been tested for accuracy by examination, rebuttal, and argument 
before the FPC and by its staff. In this report, the interagency partici­
pants who analyzed the FPC Recommendat:ion and other· relevant 
material discuss the principal concerns which remain to be decided 
relative to the safety. and desigi1 of an Alaska gas transportation sys­
tem and make their own recommendations on these matters. 

The Department o:f Transportation (DOT). was lead agency in 
preparation of this issue report. Personnel from Departments of the 
Interior, Commerce, Federal Energy Administration, Energy Re­
search and Development Administration, and the Eiwironmental Pro­
tection Agency participated in review ahd ana'lysis of the safety and 
design issues. · · ' 

B. 0 onclusions 
The safety and. design issue inthage'ucy task gtoup concludes, as 

did the ·FPC,· that each of the systems, assuming pi'op~r' design and 
construction, can operate safely and reliably, Although there .. are 
special technical problems peculiar to each of the systems which c::;an­
not be resolved;at .this .tiine, it js i11cti.mbent mi .thqse. Feqeral officers 
or ·agencies who are responsible :for assuring pipelirie'sa:fety to do aE 
that is·necessary to ensure, before initial ()peration, that the selected 
gas transportation system· is: designed and constructed in. a manner 
consistent with Federal safety standards. Additional attention will 
need to be devoted especially to potential problems which may arise 
:from the operation of the pipelines at high pressures and transporting 
chilled gas in discontinuous permafrost as well as the.specifictechnical 
innovations present in liquefiedr..natural gas (LNG) processing and 
storage in an active seismic area,, 
'0. Safety . . 

.l. .Thej)rinCipll:l~it?m:ent'relativie to safety :for each o:f the.three 
i:iropOl;led pipeline sysU\ms is .tlie type and desigh charactetistics of the 
. . . . . . ~(12 i) . ' ' . ' . . . . 
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pipe used in that system. Arctic Gas and Alcan plan to use high 
strength X-70 grade pipe for which a reference specification is not 
presently incorporated in the Federal gas pipeline safety standards. 
El Paso's proposed X-65 grade pipe is included in the standards. 
Planned _operating_pr~ssllres _forA!ctic Gas(1?,8~ psig), and El Paso 
(1670 ps1g) are high--by current mdustry pract1ce; A1ean plans to 
operate at a more conventional1260 psig; and each pipeline would ve 
buried in permafrost areas and carrying prechilled gas .. These design 
proposals present the problem areas which FPC has· identified; 'i,e.; 
frost heave; pipe •metallurgy touglmess, crack arrestor .installation, 
pressur~ testing; 'a'nd · valve desig1i~arid ·.for . which the interagency 
group has'developed solution app:r:oaches. :' ' ' ·. '-·· .: ' :"' ' ' 
· 2. El Paso's proposal for pipeline transmission of 'gas across Alaska 
and marine shipment· to California. by tanker as LNG calls for deci" 
sions to be made about location of the 'LNG processing and 'storage 
facilities which will assure their safety in active seismic areas. Much 
discussi.on· still surrounds the specific locations of El Paso's LNG facili­
ties in, southern Alaska (Gravina: Point or Cape Starichkof) and in 
California (Point Conception or Oxnard). There are advantages and 
disadvantages in each •proposed site· and also a recognized ·need for 
further st{rdy and r~finenient of design" on. a site specific basis. Cali­
fornia '.and· Ala:ska State officials, too, have a major Tole in the LNG 
plant siting decision. The interagency group believes that those-doubts 
do' not preclude consideration of the pipeline LNG tanke1'• proposal; 
but much work remains to be done both at the FedeniJ. and State levels 
to facilitate LNG plant site construction. 

'. 3~ There are significant differenses in the' approaches each of the 
applicants would usein.solvingthe·problem of frost heave that pipe­
lines· 'can. experience when buried- in areas of. discontinuous ·penna~ 
frost. Each will liave''to be adaptecl 'for the. particular conditions 
encountered ·on a site-specific. basis.· Given the .time to finalize 
route survey, field testing to determine soil conditions, and engineering 
design capability, each of the applicants should be able to solve the 
problem, although. co13ts for doing so may. vary. . · .. · 
' 4. Federa~ pip()lin.e safety'standards reql1ire that pipeliiu~ systemi? be 

pressure tested· before tested before initial· operation. The .three ap­
·pFcants propose to meetthis requirement in different ways. Arctic Gas 
and Alcan plan to iu3e a hydrostatic test; Arctic Gas would prevent 
freezing of the test water in permafrost areas by addition of methanol, 
and Alcan wOuld preheat the test water for this purpose. El. Paso 
would use air' as a'test medium and thus keep water. out Of the line~ 
Each proposal has its advantages and .disadva)1t:1ges. Hydrostatic 
tests perniit higher 'pressure test levels· than ·aii'testing' ui1clei·. the U.S. 
stanchtrcls and siniilarly would 'permit higher op~rating pt~eSSllre uncle!' 
t.he Canadian 'standards. Also, the higher hydrostatic test pressure in­
creases the pr<;>bability of locating pipe defects prior to placing the· 
pipeli1ie in' service. The Arctic·Gas plan to use a water-inethanol mix­
ture presents environmental concerns relating to proper disposal and 
the effects of spills in the event of test failures. Alcan's plan .to use. 
heatecLwater requires precise .control to prevent freezing. of,;water; in 
the pi:pe; A:lso, ~1,eate4, 'Yattt~~ yO}~l~ e~~se·degradati9:n of f7:oze1i ~?;i,l $UJ~ 
roundmg the p1pe. A1r has envtron)Jlental ad:vantages, but hashm1ts m_ 
providing the highest degree of safety while testing the pipeline. 

.. 
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5. Each of the transportation systems can be adequately maintl:1>il1e_d, 
although, jperma,fros~ soils and remote ,AI:ctie area$ will require 
thorough a,dvance. planning and specialized equipme11t., ,This will b~ 
particul(Ldy .true. for: .the northern-most. portions .in tlw ·continuol\~ 
permafrost tundra areas. Seismic factors may affe~t the,repairability 
of a systeni, but proper design foi,' seismic effects wouJd·. be th~--primary 
means of assuring the safety and reliability of the LNG facilities or a 
pipeline-crossing active·fanlts. Further site·sJ!>eGific designs, based upon 
geotecl}nic Sl).rvey and .test data,. :r;teed to b~ r,efirleq to complete the de~ 
s_ign of,the.LNG p~antrand.se<itwns.of eJ.tHer.the El,:Paso or~Alcan, 
line which cross active faults. Testing to confirm presence.of bedrock 
at the Gravina Point site selected by El Paso would be necessary should 
that proposed system be recommended. ·. · ·. · · . · · 

6. In the design of the all-pipeline systems, there will be a needto 
cocitdiriate specific U.S; and. Canadian standards to achieve compata­
bility in construction, inspection, niaintenance, .and operation, and 
thus assure dependability of service. · . . · · . 

D: Efficiency . . . . .· , . . . · . 
\iV e concur, in 'general, with the FPC view that natural gas could be 

delivered. and successfully marketed in the U.S. by any .. Of' the three 
proposals .. However, there is a significant difference in: the efficiency 
of each system based upon the quantity of gas needed to operate that 
system; The' need to convert the gas to LNG and revaporizeit gives a 
significant efficiency ad vantage to an· all-pipeline system. ·· 
E. Po~~n~ia~ Service!l).isruPtio;n~ , ~ . . I.·.. · . 

The FPC concluded that it is highly probable that each of the three 
systems can be operated with a reliability acceptable to the gas con­
suiners of the United States. There is some concern about the possi­
bility of a major Alaska seismic event disrupting· delivery through 
the El Paso system. While this cannot be ruled out, we believe that 
the risk potential for such· a disruption is very low. With regard' to 
pipelines, their continuity ~£ service is by far the best of any mode 
of transportation in the United States, and we believe the Canadian 
experience is comparable .. 
F. Emp~si'on of Syst~ms and Design Flexibility .. . . . . . .. 

Given the Arctic conditions and terrain, design flexibility and capa­
bility of expansion for the proposed systems can be provided best at 
the initial design stage of the pipeline. This may be clone by increas­
ing the diameter of the pipe to permit greater flow capacities and/or 
increasing the wall thickness or strength of the steel to allow higher 
operating pressures. Cost of increasing capacity by looping, (placing 
new pipe parallel to an existing one) , a standard procedure in the 
lower 48, would be virtually prohibitive inthe Arctic. . 

The ArCtic Gas and Al~an are all-pipeline systems, and additional 
capacity may be provided at lower unit capital cost than for the initial 
capacity. However, for the El Paso combination pipeline and LNG 
tanker system, cost for additional capacity would increase roughly in 
proportion to the original unit· cost. Arctic Gas and Alcan, utilizing 
the large diameter pipe with excess capacity, could. expand by the aclcli~ 
tion of compressor horsepower alone. However, El Pas<;>'s 'adclitio!uil 
capacity would require process plant additions and additional tankers 
for the marine leg. 



G~Oaptibility of Trwn~'[H;/Iting_ Other pas-Reserves · ·- _ • . ' ' <. ·- . 
' :,I:idt'dditi6n to kno:wn-Prudhoe Bay gas rel:lerves; each ofthe systems' 
could have futui·e acdis:Ho reserves developedinthe·Beaufort Sea, the· 
Natiqnal- PetroleUm Reserve in_ A~aska, or frorri the Arctic jN ational 
vVildli:fe Range:. Only. the, Arctic'/Gas system ·would-hwv:~ ;the capabil ~ · 
ity to trarispo:r;·t gas froln· the Mackenzie Delta or offshore -in northern 
Canada~ The El Paso and Alcari syst~ms, 'with short connecting lines,. 
coul'd:tran'sport ·gas fr'om either the central Alaskan basins, or from the 
Gulf of Alaska. ·While the central basins are 'not considered to have· 
a ·large· gas reserve potential, :the Gulf o(Alaska •could cbi;ttaili con-
siderable gas reserves:. '; . . - .· . . . ., . 
: . • ' . ' ~ • • " ' . . ' . . - . ' ' .I ' • - ' ! . . 

H~ FPO Bum.tJ~aiies of Evidence ·and .FPC _OoncZusio'fi!J on Safety· 
, : .a'f1d Design; : . . . · . : _ . . · ·· · _. · . · · , · 
.. vVe have :no ~disagreement with the way FPC sunup.arized evidence· 
and positions of' interested parties as they .we·re presented i:r;I the FPC· 
Recommendation to the President with regard·to safety, design; effi­
ciency, and flexibility. Nor do we have significant differences or criti--
cisms with the way the FPC developed its conclusions. , · · 

i,p,ther Fdctorsj~ P;ssibl~ Pr~sidenti~l Consideration _ . _ _ _ 
While ~e.do not have additional details with regard to their,· impact,. 

the:t;e is a possibility tha_t reductions in :existing gas :pipeline_ system 
load ~(l,ctors could. place detrimental financial effects on some existiqg· 
gas pipeline sy:;;tems as a result of the new Alaska naturaJ gas trans­
portation. This would deserve study of cost and economic elements in 
other issue reports .t_o determine the possible effects upon safety ancl" 
mai1ite'nance of systems already in place.· Additional attention also, 
needs to be giveri to effective monitor~ng of a gas tral).sportation sys-
tem as extensive as any of the three proposals. : ' . 
J. T errns and Oonditi,o·n</ · . 

. There are :a m;nnber of significant problems identified in.the' Terms: 
and Conditions as· presented in· the FPC Recbm111midation to the· 
President which will requiFe :further definition and clarification. These· 
include, for example, (1) applicability of Terms and Conditions to• 
that portion of the pipeline system in the lower 48 States; (2) Federal' 
Inspector's role. in enfotcing compliance with the Terms and Condi-­
tions;. and ( 3 )' conflicts 'of jurisdiction between.Eecleral agencies. . .-

II. PIPELINE AND MARINE SAFE~Y 

A.lntroduction 
. The desig~, coi1struction, oper~tion, a~d maintenance of any Alaska: 
natural gas pipelil1e and .LNG: ,terminal facilities must meet the· 
Federal gas pipeline safety standards contained in 49 CFR Part 192: 
the reporting requirements o:f Par£ llH; :and with i·espect to the LNG 
facility, possibly Part 193, a new part for which an Advance Notice 
of· Proposed Rulemaking ~was i'eeen~ly issued by the Department of· 
Transportation. · · · . . -
- All three applicarits plant to utilize advanced technology iii the 
design, construction,· and operation of the gas transportation systems· 
proposed, and doubts 'have been raised as to_ their ability- t0 comply· 
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with applicable Federal gas pipeline safety standards. In potential 
noncompliance situations, the operator of the proposed system must 
change design plans, petition DOT for rulemaking action to modify 
the regulations, or request a waiver from those regulations providing 
data to support such a waiver and assure pipeline safety. "'\;vhile we 
concur with the FPC Recommendation. conclusion that "each of the 
systems can be constructed basically in the manner proposed with the 
qualifications and conditions contained in our report" ... "and each 
of the systems should operate reliably once service begins" (page 4~ 
paragraphs i and j), we have several concer1i.s regarding system safety 
and design. · 
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REPORT ON NATIONAL ECONOMIC BENEFITS 

· The FPC ''Recommendation to the President" compared the three 
alter~ative systems against two criteria: . · · . 

Net national economic benefits-a ·measure- of the discounted 
benefits and costs of the projects . 
. Cost of service-a measure of the cost of delivering natural gas 

to consumers (including an assumed wellhead price of $1.00 per 
MCF). .. 

- All systems had substantial net benefits (from $5.8 billion to $8.2 
billion) and a cost of service that was judged competitive with alter-
nate fuels (a high of $2.26 per MCF). · - · ·. 

Alcan and Arctic had the highest net benefits and a lower cost of 
service than El Paso. 

This Task Force t~port examines the sensitivity of the FPC findings 
to different 'discount· rates, cost overruns, and schedule delays and 
calc;ulates new ~mployment impacts. ·-
_ The new findings using the expected values for overnms and delays 
indicate that all of the systems still have positive net benefits ($3.3 
billion to $4:.8 billion) although reduced from the FPC levels and have 
increased costs of service (a high of $2.50 per MCF) which are still 
competitive with alternative fuels. 

Alcan has the highest benefits with El Paso second. The rank 
changes because El Paso was judged to have a lower likelihood of 
substantial overruns. El Paso remains with the highest cost of service. 

A sensitivity analysis shows that net benefits will be reduced to 
zero if either of the following occurs (assuming a discount rate of 

.10 percent and constant real gas prices) : 
a construction delay greater. than four years; . 
construction cost increases .of more than 100 percent; and 
a reduction in throughput from 2.4 BCFD to less than 1.2 

BCFD. 
El Paso has claimed large relative employment impacts for the El 

Paso system (730,000 person years versus 235,000 person years for 
Alcan). This report finds that the relative differences between systems 
are considerably smaller (271,000 person years for El Paso versus 
240,000 person years for Alcan) . 
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TABLE A.-EFFECT ON NNEB OF EXPECTED PROJECT COST OVERRUN AND SCHEDULE DELAY t 

[In millions of 1975 dollars[ 

Arctic El Paso Alcan 

13 10 6 13 10 6 13 10 
percent percent percent percent percent percent percent percent 

Value.ot gas'------------------------ 7, 297 11, 056 20, 557 7,076 10, 551 19, 167 7, 856 11, 649 
'Less: ' Field gathering and canditioning __ 858 '961 1, 124 858 961 . 1, 124 969 1, 057 Field 0. & M ____________________ 22 34 ' 64' 25 37 67 24 37 

Transportation facilities __________ ·4, 762 5, 503 6, 733 3, 780 4, 361 5, ·318 4,113 4, 701 
Working capitaL ________________ - 13 15 19 28 34 43 23 28 System 0. & M __________________ 166 251 469 ·538 802 1, 458 < ·169 253 
U.S. other taxes ..... c .... ----"--~ 110 154 250 325 449 .716 172 235 
Canadian inconie taxes. ___ ------ 503 775 1, 440 0 0 0 228 352 
Canadian other taxes ____________ 13 53. 92 0 0 0 107 162 

N NEB .. ____________________ ---~---- 827 3, 311 10, 366 1, 522 3, 908 10,441 2, 051 4, 825 
Base case 3------------------------- 4,125 7, 298 15, 379 3, 056 5, 800 12,859 3, 968 7, 113 

1 Derived from computations detailed in the report of the cost overrun task force. 
'Assume no growth in unit value of natural gas. 
3 Working group base case as shown in table IV-1. 

TABLE B.-ESTIMATES OF DELIVERED.COST, NATIONAL AVERAGE 

[Per million Btu in 1975 .dollars including an illustrative price of $1 at Prudhoe Bay and for ga_s fuel] 

,l\rcticGas: 2 . · '. , .. • • 

Applicant costs 3, •• ____ --------------------"·--------------------------------
.Expected value case. __ -~ ______ -~ ________________ -- ________ --·~- __ ------------
Worst case •• _________ ------ ______ ------------------------------------------

Aican:< . . ·. · 
Applicant costs s. _______ -------~-·~------ --~-~--------~------------------·---
Expected value case _____________ --------------------------------------~-----Worst case .•. ____ . ____ :. ____________________ •... ________ .c ______ . __ -~ c ______ _ 

El Paso:• 

t¥r~~~~~:~~~u:~~~~~=~= == == == == == == == ==~= == =~ == == ====== ==== == ==== =~ == == ==== == 

20-yr simple 
average 1 

1. 72. 
2. 09 

' 3.11 

. 1. 79 
2. 09 
2. 96 

2. 09 
2:26 
'2. 78 

6 
percent 

21,013 

1, 192 
67 

5, 666 
36 

463 
368 
657 
299 

12,265 
14,974 

Leveled 
average 1 

1. 87 
. 2. 32 

3. 61 

1. 95 
2. 33 
3.39 

2.26 
2. 50 
3. 14 

1 Average calculated over 1st 20 yr of flow including y~ars of paiti~J'flow except foi "appl,icarit co~t" case. Here 1st 
20 yr offull flow was used.. . , . · , . . 

2 FIO)VS: Prudhoe B~y, 2.4 B ft3/d: Mack~nzie Delta,_l.~f!S/d. 
'Taken from submittals to the Federal Power· CommiSSion. 
'·Flow: Prudhoe Bay,'2.4 B ft3/d. , · 

·, • Flow: Prudhoe Bay, 2.36 B fl'/d. 

TABLE C.-TOTAUOBS GE,NERATED .BY DIRECT AND.I,NDIRECT EXPENPITURES 

1977-78 ________________________________________________ "-----~---

1979 ... ------------------------------------ -- --------------------
1980 ... -- ------ -------------- --------------------c.----~---------
1981. .. ---------------- ------ ------------------------------------
1982 ... -------- --------------------------------------------------
1983.-------- ----------------------------------------------------
1984-93 .... ---------------- ------ --------------------------------

' Total..----------------------------------------------------

. El Paso 

1, 850 
7,150 

80,600 
100,950 
64,550 
15,550 

0 

270,650 

A lean. 

1, 700 
17,450 
65, 500 
92, 250 
59, 000 

150 
4,400 

240, 450 

Arctic 

0 
21, 350 
31, 250 
62,850 
67,200 
22, 150 
5, 950 

210, 750 
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REPORT ON SUPPLY DE!VIAND AND ENERGY POLICY 

ExEC1JTIYE SUMMARY 

This report combines t-wo working group reports: one on supply of, 
·demand for and cost of Alaska gas/ and a 'second on the relationship 
··of an Alaska gas transportation system project to the President's pro­
posed National Energy Plan' (NEP). The first chapter presents a 
detailed supply-demand.analysis of an Alaska gas project by itself, 
and is an extension of -a com~nent on the findings of the Federal Power 
'Commission (FPC) .2 Chapter II considers an Alaska gas project in 
the context of the NEP. The third ·chapter discusses alternative uses 
-of the Alaska gas resource in the event that none of the proposed trans­
portation systems is determined to be in the national interest .. 

The FPC found that the.Pruclhoe Bay Oil Pool contains 22.2 to 23.7 
tcf of recoverable gas i·eserves ( 40. tcf in-place), enough to support 
. sales of at least 2.0 bcfd.8 They also found some possibility of increased 
delivery from the North Slope, and recommended that·any certificated 
transportation system be designed to initially carry 2.0 to 2.5 bcfcl, and 
be capable of expansion for an additionall.0-1.5 bcfd. They also found 
that gas resources in Canada's Mackenzie Delta :are only adequate to 
, support deliverability of 1.0 bcfcl.' 

In this report, the United States @eological qurvey of .the Depart­
ment of the Interior concurs with and elaborates on the FPC findings 
on gas production potential for Alaska's ·North Slope, but concludes 

·that a lower figure, 0.6-0.7 bcfd, is more appropriate for Mackenzie 
Delta deliverability. Because of the }ack of field production expE)rience, 

. assessments of res~rvoir .'behavior involve some uncertainty. The unit 
production plan sqbmitted to thE) State of Alaska by the Prudhoe Bay 
producers requests authorization for the sale of a mii1imum 2.0 bcfd 

.. of gas to a pipeline, on the grotmds th·at su:ch sales can be m~~:de without 

.a sigpificant reduction in oil recovery over the life of the field. The 
producer's plan is based on the results of the reservoir engineering 

:studies which indicate tha~ gas production, :accompanied by water 
injection, will actually increase oil recovery slightly. There is a f)mall 
risk that gas deliveries from the Prudhoe Bay oil pool would have to be 
r_ec~uced afte_r production has begun, but that tisk is considered neg­
hgrb_le, particularly :as other reserves are available to make up any 
possrble shortfall from the main pool. 

In a co~parison 'o~ the e.ffects of the th~·ee p~op9s~d transportation 
·systems on consumptwn; shortages and pnces, there 1s no overwhelm­
'ing evid~rice . that any one of the three proposed systems should be 

1 Throughout this report, the term "Alaska gas" is used to refer to natural gas from 
·the area north of Alaska's Brooks. Ra,nge, when gas production from south of the Brooks 
·~nange was intended to be included, it is specifically identified. 

2 "Recommendation to the President: Alaska Natural· Gas Tran"portation ·,systems" 
"Federal Power Commission, May 1, 1977, hereinafter referred to as "the FPC I'ecommenda-
-,tion."' A • • • • 1 

3 bcfd: .billion cubic feet per calendar day .. 
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either chosen or eliminated from consideration. There are differences, 
but they are so small when compared to the uncertainties in the speci­
fication of gas distribution and transportation costs as to prevent the 
selection of a particular system on this basis. 

As Alaska gas will amount to approximately 5 percent of total 
natural gas consumption at the time it becomes available, the principal 
impact of Alaska gas on natural gas supply and demand will be a 
small increase in natural gas consumption and a relatively large reduc­
tion in natural gas shortages which are expected in the absence of ·any 
other action. By reducing the potential shortage, and thus the demand 
for substitute .fuels, the delivery of Alaska gas will cause oil imports to " 
be less than if no deli very system were constructed. 
· The delivered price of Alaska gas could be higher than the FPC's 

estimate of the market value price'if: ,(1) the FPC establishe\'1. a field 
price that was greater than about $1.50 in 1985 or about $2.00 ~n 1990 
(both in 1975 dollars); (2) project cost overruns were such that a 
fixed field price plus the escala~ed transportation costs exceeded 
market value; or (3) cost overruns were such that, under a formula 
pricing approach, the transportation cost plus the minimum field price 
exceeded market value. With continued price regulation and rolled-in 
(average cost) pricing, delivered prices in excess of market value 
would p~·obably not change the basic conclusion that when significant 
shortages exist, Alaska gas would be accepted and would increase total 
consumption by satisfying the demand of industrial customers. 

Under .rolled-in pricing, the effect of Alaska gas on the average 
interstate city gate (wholesale) price can be analyzed to determine the 
marketability of Alaska gas. H we assume that 'large scale industrial 
fuel switching may take place only when_ the average price of gas 
reaches the price of substitute fuels, such as distillate fuel oil, Alaska 
gas (as a relatively small portion of total supply) could reach ex­
tremely high prices before encountering marketing problems. An 
analysis of the weighted average city gate price for theN ation and for 
FEA Region V ( 6 Midwestern States), which ·receives a large portion 
of the Alaska gas, suggests that the Alaska gas delivered price would 
have to be .in excess of $10/mcf before either the national or regional 
a ve.rage price reached parity with distillate. -

Under an incremental pricing scheme, which would allocate higher 
priced gas to lower priority users (the industrial sector), the factor 
determining the maximum price of Alaska gas will be the nature of 
the. industrial sector 'demand . for gas. Under this pricing scheme, 
Alaska gas would most likely be competing with other incremental 
gas, such as imported LNG, in order to serve higher priority industrial 
customers, rather than with other fuels, such as distillate. The price 
of incremental LNG in 1985 has ibeen estimated ·at $3.70/mcf and 
in 1990, · $4.50/m~£. These figures probably represent the lower end 
of a range of prices at which Alaska gas can be marketed, with the 
upper bound determined by the characteristics of the industrial sector 
demand. - · · · · · . · · 
· The FPC recommendation concludes that any decision as to the need 
for add,itiona.l new facilities. for delivering Alaska gas to the Western 
S~ates (a Western _leg) be deferred for one to two years. This deferral 
will not delay dehvery of gas to the \iV estern States, since the lead 
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time for .construction of the entire pipeline is two to three years greater 
than that for· a Western leg.· Moreover, sufficient inform~tion is ~till 
not available to rriake an jnformed judgement as to the extent of Idle 
capacity that may occur in the future on existing gas importation sys~ 
tems as a result. of changes in the level of _gas exports from Canada. 
This task force finds no reason to differ with the FPG recommenda~ 
tion on the issue of construction of a Western leg. · . · 

A method of distributing Alaska gas within the lower-48. States, 
known as displacement, has been proposed. By this method, natural 
gas from existing lower-48 deposits ~ould be rerouted ~sing system 
which are, to a large extent, already m place, thus reducmg.bot~ the 
time required to· effect delivery and the funds required to bmld a 
transportation system. Available pipeline capacities in the lower-48 
appear to be sufficient to deliver Alaska gas by displacement. Actual 
physical capacity is not the problem, even if proposed Mexican im~ 
ports are included in estimates of supply. The real issue· in displace­
ment is cost-sharing; as gas shipments change as a result of displace­
ment, the average cost of service to customers will change depending on 
the magnitude of the change in shipments and .other factors. The 
differential cost changes t6 customers of different pipelines create a 
problem of cost distribution directly related to the displacement 
scheme. All three proposed Alaska gas systems depend on deliveries 
:by displacement to some degree. This report concludes that these prob:­
lems are manageable;. last winter's experience with emergency gas 
deliveries by displacement confirmed that these problems can be .re­
solved, although not without some difficulties. Special .legislative au­
thorities, similar to those granted under the Emergency Natural Gas 
Act passed last winter, might be helpful to resolve cost-sharing prob­
lems during non-emergency circumstances. 

The NEP' does not contain proposals which directly relate to de­
livery of Alaska gas. It does, however, propose several actions which 
could affect the need .for this gas or the ti,ming of its dielivery by 
stimulating additional ·domestic natural gas production and by reduc­
ing industrial and utility demand. The proposed plan would stimulate 
addition.aJ production by allowing higher Vfell-head prices for new 
productiOn. The plan would lower industrial and utility sector demand 
for natural gas by extending the current mandatory program for con­
version to alternative fuels, by imposing fuel use taxes on industrial 
and utility. consumers, and by offering rebates ·on these gas ta:x;es as 
consumers mstall equipment to consume coal. · 
· We project that, in 1985, with the implementation of the NEP:, 
there will be ~ temporary a!Jeviation of the nattmil gas shoitage. By 
1990, substantial shortages reappear. Alaska gas, to the extent that "it 
is available in 1985,,wi1I tnide off agiiinst and thus :i-ecluce the level 
of f.oreigi~ imp<?rts:·It co~ld, the,r~fore, se:r:ye t.o reduce bur d~J?e?-dence 
on potentially mterruptlble fbrmgn. ·sources, tegat.(lless. of Its Impact 
on the gas supply and demand balances. The elimination of a gas 
shortage is dependent on the achievement of the NEP's objectives in 
the areas of coal conversion, demand reduction through conservation, 
and expansion of energy supplies in the lower-48 States. Alaska gas in 
the mid-1980's would serve as a hedge or cushion to insure that natural 
gas shortages do not occur even after NEP implementation. 

--- -------------
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There are. additional potential gas resources that have been con,.. 
sidered as possible hedges against shortages in the mid 1980's. These· 
include accelerated OOS leasing schedules, coal gasification, increasect 
imports from :Mexico, unconventional sources such as Devonian shale,. 
\iV estern tight sands, methane from coal seams and geopressured brines,. 
and other technological advances in resource recovery. Implementation 
of all of the alternatives which are price-competitive with Alaska. 
gas, and an Alaska gas project itself, are required to close the supply 
gap projected for 1990. 
, After 1990, gas from unconventional sources should become available· 
in substantial quantities on the assumption that depletion of conven­
tional gas supplies will have forced prices up to levels where unconven­
tional sources can be competitive. Large-scale coal gasification is the· 
source which is expected to limit the price at which competing sources· 
can be sold. Current estimates place. gas from at $4 to $5.50 per mcf 
wholesale (1975 dollars), including 30 cents to $1.00 per me£ to trans-­
port the gas to the city gate. 

In 1990 and after, the market position of Alaska gas seems assured. 
Due to declining deliverability of lower-48 conventional g·as reserves, 
an Alaska gas project·woulcl go from a position of one of the more· 
expensive sources of gas in 1985 to. one of the less .expensive sources in 
1990: The timing and nature of this transition presents a possible option 
to the President of delaying for a few. years implementation of one of 
th~ competing gas transportation projects. The President, in reaching-
11is decision, should carefully consider the benefits versus the possible, 
consequences of .delay. · · 

In the event that implementation of one of the competing gas trans­
portation system proposals. is determined not to be in the national 
interest, there are alternative uses for. the Alaska gas resource. Al­
though. conversion to, methanol results in a substantial loss of the 
energy value ,of the gaB, theJ?e is,,a large and growing market for that 
pt'oduct in the lower l!:8 states, particulady in the industrial sector .. 
Methanol delivered from: the North Slope isnot currently coinpetitive 
with alternative sources, but it may well be before the end of this 
centur:v. . · . . .. . · . . , 

. Another possible .use i.s· conversion to ammonia and m'ra products. 
North Slope production costs are naturally quite high. However, the 
growth in ammonia·and11rea production itself could absorb all North 
Slone annual gas produ~tion at around. the year 2000. 

Other ~as transportation alternatives considered· inc]nde icebrE>ab 
ihg_ LNG· tankers. 'J?here has' been recent,Canadian interest in using­
such tankers in bringing out ~as from the Arctic Islands. The cost· of· 
JiquefactiQn .on ;the North Slope would be hi~her than in South 
Alaska; but it is conceivable that gas might be· delivered to' the East 
'Coast in this manner at··a cost comparable to that for East Coast 
delivery under aiiy Df the 3 proposed transportation system projects~ 
c.onsidered here. ' 

· .... , 

-
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REPORT ON SOCIOECONOMIC IMPACTS 

PREFACE 

This report is one of several wdtten by agencies of the Federal 
Government on various issues pertinent to the President's decision on 
the alternative Alaska natural gas systems. Section 6 (a) of the Alaska, 
Natural Gas Transportation Act of 1976 specifies that the Federal 
agencies must submit by July 1, 1977 any information useful to the, 
President supplementing that contained in the Federal Power Com­
mission Recommendation of May 2, 1977. 
. This report contains comments on the socioeconomic impact analyses 
submitted to the Federal Power Commission during its proceedings, 
mid on the Commission Recommendation itself. The purpose of the 
analyses in the report is to present and discuss some important factors 
which: appear to be significant enough for consideration in the Presi­
dent's overall decision. Given this specific purpose and the massive 
amount of evidence which has accumulated in the past three years, this 
report is not intended to be a comprehensive. review or. an analysis 
independent of previous work. Detailed qriestions 'must be referred 
to documents such as the Socioeconomic Briefs filed with the FPC, the 
Interior Department Final Environmental Impact Statement, the 
Berger I~1quiry Report, J uclge Litt's Decision, or the .Commission 
Recommendatiol'l; · · · · · · · · · . · · .. 

.. This report ~vas prep~recl by E1;nest S. Ting, Office 'of Coastal Zone 
ManageiiH:in't, National OceaJJic ·.~nd '~tmo$phericAt1n).inistration at 
the· request· of. Dr. Echva;rcl. M1ller; Actm.g Deppty Ass1stantl Secretary 
fqr Energy a~~l Strategic Resoui·oePolicy. · · · · ' · · · · ·' · · 

'·· .. : 
THE CollnrrssWN REcmn.rKNDATION, M:<ly'2,· ~9f7 

'The Federal Power c6nil~1ission's overall conclusioli was that the 
socioecon01t:iic impacts of the pipeline proposa:ls: "offer little g'uiclance 
for the final choice :among the competing applicants.'~ 1 · • .· 

·In: the Commission's vie\v the socioeconomic bene'fits· from any of the 
three proposals are. "overwhelming" and· are largely independent of 
the• exact r.oute. :The primitry benefits which were identified by· J;uclge 
Litt and quoted by the Commission are the large sums receiv~d.by the 
.S~at~ of· Alaska in the fonn of 'royalty ·gas· pay1nent~ a1id' severence 
taxes. Al$o aib.ong the bm1efits cited· were revenues from property'taxes, 
.and personaL and corporate :income taxes. The Coiiimission notes that 
these ·benefits will be: accompanied by increased public· expenditures, 
but clain'ls that such expenditures·will stimulate economic activity and 
ini.prove the '.'gmteral economic well-being of Alaska." 2 Nevertheless, 
the: Commission \varns· that "substantial social ahd economic 'clisloca-

.? • '· 
• _ • __ • ~- 1 . 1 ·, • . 1 r · . _ · ' ·. . . . f • • 

1 FP.deral Power Commission, "R.ecommendation to the President," llfay 1, 1.9.77, p, -VI-27. 
2 "Recommendation to the President," p. I-31. 
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tions" should be expected in the State of Alaska during the construc­
tion phase. 3 

The Commission concentrates its concern in Alaska, noting that the 
primary socioeconomic impacts "which are definable," especially for 
the United States, are in that relatively undeveloped state. For the 
lower 48 states and Canada increases in :public revenues are cited as 
the principal impacts; other effects are considered minor except for 
the influence on the traditional lifestyle of native communities in the 
Yukon and North west Territories. . .. 
· In considering the preferred route among the three systems, the 
Commission detailed several concerns in Alaska : population growth, 
employment and unemployment, cost of public services and :facilities, 
effects on income and spending, demand for housing, public' safety 
and recreation, and intrastate use of royalty gas. The report summary 
asserts that the El Paso system would create the largest impacts with 
"more jobs, more personal income, more property subject to tax, and 
more indirect economic activity ... but would also require more social 
services and would probably be associated with the highest unemploy­
ment." • Im.pacts associated with the Arctic system would· be "much 
smaller" and the Commission states that Alcan impacts wonld. fall 
somewhere in between. The FPC decision also notes the possiqility 
that lower transportation costs associated ·with Arctic may produce 
greater royalty income to Alaska', but in its final assessment the Com­
mission. finds no compelling reason to choose one system over the 
others on the basis of socioeconomic impacts. ' · ' 

IssUEs· DrscussEn 

Issues which have been identified by the Commission and interested 
parties include: · · . 

·1. What will be the increase in population associated :with each 
· propos~l? What will be the avaHability of housing in the affected 

communities for the additional population? • ; ' . ' 
2. What are the public fiscal impacts of the various proposals, 

i.e., what are the effects on State and local revenues, and expendi­
tures for public services and infrastructure? Will there be a strain 
on available public services and facilities? . · . 

· 3. How much additional employment will be provided by each 
proposal? What will be the effect on unemployment? Who will 
obtain any additional jobs: native residents, non-native Alaskans, 
or inmigrating job-seekers.? What are the "long-term" employ­
ment .possibilities assoCiated with each proposal, as opposed to 
temporary construction employment? , · · 

4. What will· be the effect of each proposal on personal and 
corporate income, on the price of goods and services? . . 
· 5. What will be the effects of each proposal on native com­

. mtmity~ life-styles? What soCial' problems might· be · exp~cted to 
arise with the·rapid' growth•or change of the ·ruralvillages? · 

' . ' 6.· Is the intra~tate use of royalty gas in Alaska a factor in the 
· . consideration of the various proposals? If it is, ·how· does this 

factor affect the evaluation of each proposal? 
•· ' '" e f r•~ " -;- ~ '' ; : " : . ' !', ' 

a Ibid. 
• Ibid., p. IV-27. 

0 
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. 7. Iii' hibns pf the distribution of benefits and co'sts ainoiig 
regions of the United States, and particularly between Alaska 
and the lower 48 States, "vhere does the public interest lie~ Is • 
it in the' public interest· to subsidiz;e 'the' economic development 
of Alaska at the cost to .lower 48 States 'Of a higher deliveredlgas 
pric~ ~ ·~ •.. :.. ·. · • · . ; ; _ ·' · . : · ' • • · · · _ · ' • · · · ·· . · · · · . 

'· ·su~:tir:t:R-fus''o~ PosiTro:Ns A.:Nii.EvmiNdE oF t:NT~:R:EsTim PARTms 
'• >-: 

APPLICANTS 

1. Alaskan Arctic· Gas Pipeline Oompany '' 
. In its extensive br:ief, Arctic maintains that its proposal is the most 

beneficial to 'the State of Alaska since it will provi_de large benefits 
and. cause the .Jea~;Jt ·socioeconomic cost. 5 This assessment is based on . 
the assertib':ii"':that the major socioeconomic benefits from any pipe~ . 
line project will be fro'm severence taxes and royalties, and that such 
benefits are rou:ghly equal for all three projects.6 · · · · '" · 

Arctic furtl1er states that-since its system has only a relatively short 
sectionin Al~slm, and~ha~ section ~s in tht( much ·less accessible nor:tr.­
ern portion of the 'State·, the impacts 6f the A'1dic' Gas System on 
p~blic fac_ilities aria sei;vices will be' niuch. less thaii the· impa'cts of·. 
q1e, El, P;:tso and 1tlcan .syst~n1s: 'f'he niagiiithde Of the popi1lation 
effects is smaller, fe'w~i" communities in the State Of Alaska are· af~ · 
fected,. and. prospectiv~ 'inmignttioh by mi.tcdf.:state job. seekers is· 
discomage~l by the iiuic<\essibility aml · seasonal construction. schedule . 
of the' North Slope.' . ' ' · .· · · " , ,' · · • · . · · . · · . ' 

Arctic responds to the c6'ntei1tion that the• other two p1:opOsals pt;o~ · 
vide greater benefits to -the Alaskan economy because .of their greater ' 
le.ngths in· Alaska ''by characterizing the -severance· tax· and royalty' 
revenues as priniary 1rt ·magnitude and as long-term benefits as op-· -

'posed to sh:o'rt-terin. ¢onsf:n1ction errip1oyment.7
·. . " - . 

· Excerpfs' fioin'the 'Arctic socioeconomic· brief illustrate the coi1~ 
tentions. · "Compared to· seyet"artce; taxes an:d royalties, an· other bene­
fits to tlie stat.¢ wiU 'be ·ha:iisitory ·ancl miniscule.: (T) he importance 
of gas"relate'd e'mployment ·is ... negligible . .- '.8 Other reve'tmes, 
i.e., property tax and .corporate· i1i'comt\ tax revenues, are said to be 
small;'persoriahiicoirie tax reveimes il:\lportant orily fo1' the relatively 
short period ·of. consti'liCtioii~ .... : : . . . . ; ., . ' .: ''. ' ; - . 

. The Arctic Gas· System is the only•proposal· which would not pro-· 
vide the possibility of delivering royalty gas for use in. Southern· 
Alaska. Arctic discounts any benefits claim,e.d. b,:v:. t}:t~. Sta.te of.Ala,s~a . 
from :industr-iaL<;lev:elopme,nt -in¢lw~ecl by the il}trastate a.vailability of 
North, Slope na;turafgas, ~lleging;that.the.,Sfat~ has noi;/been ableto 
present any solid, eviCI.ence. either· ?.ii the ba~is, .~£ I>~.~t e~pe.rie~9e in,, 
C,ook Inlet or ,fir1ll e,x:press1m~s of~ mdust:t;y mterest ~hat. such mdus, • 
trial uses will o~cur. ·In· addi'tion, Arctic ,notes that pos~ibility 9f an 
exchange agreement ,in which Cook Inlet. gas. could .be provided, in 
Southern Alaska in return for North Slope_:r<)yalty,ga~. ' . ·;, ,; 

s Brief of Arctic Gas Project on Socioeconomic Issues, p. 2. . ·· .. :.-__.¥ ···~~ ••• _ ..... _,,. __ ,~­

• Arctic points out that if the gas transportation costs are 'loiiest ·W:it!l 'the :Arctic 
.system, as projected, aud if wellhearl prices are deregulated. severance. tax ··aad: royalty 
income to Alnska may actually be Jm·~est with the Arctic system. . · · ·· 

7 Dr. David Kresge, Tr. '33,709-33,710. 
8 Brief of Arctic Gas Project on Socioeconomic Issues, pp. 12-13. 
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.:Arctic cites esti~ate~· that in the case ~f q~~ lPY!JS,k~, .co~str,uction 
asjnu,hy as 56,000 m7nngl;'antf:irpay have entered Ala.13ka ;tp ~975 alone, 
ai1'<l that •35,perce:rit o!ft];le aclult in-~igrants ha<;l ,specif:ic j9b, \Yaiting 
fo:r::tllt=i:r:rl. These un~)llploy~d in:yrea,sed. th.~ pljbl~c .~r,elf~~e,,'bqr~le,11 in 
~Jl),ska; .an[l.the ¢'l!tfp~; gro.~t~ m populat~(?P. c~use~ l.J',,g:~~~t J,nc,r:yase 
m demand for pubhc facilities and services. Arctic states\ th(tt the 
large increase in de!llands for goods resulted in shortages and ritpid 
price;.;ris.es_, fl,nd·,alleg\'JI?; tha,t similar o.ccurrep.ces co.ul<jl b,e, ex:py~~~<l ~ith 
the large Impacts on the State of either the E1 Paso or Alcan route. 

The following projections of·pe·ak ·construction-induced popula­
tion increases in Alaska are mentioned. by. ,!.rctic : 9 

'. \ ,_;' • ' ·, I ', , '". ' '\ · .. \' .' .":, ' ,', '. '" ~ l • · .. i I ' . ' ' • \ 

·' ._:".,:.: . 
.. :,£,;:..,; .. 

~~t~!i2::;~;~:::::::::::~::~E~?:~j~~~~~~~~~~~~~~~~~~~~~~~~~~ , ; " ·~g~~ L~~~cc:_33;~65-, f~~~' 
~~~~~s~tt~~~~;c;;~=~~~~======E,=~~==~====~=================~====·== · ' ·. ~~: ~68 ·~~~i~~~~~~~~!.~-~~-~"--~~~~~~ , 
URSA (Arctic ~onsultant) _________________ T---------------""----,----~-.,,ci',-,--;:~~~.~.~-~-,----~; , ; ',2, 6

1
00 : 

.. < ' ,· . r :, . ~ ; ·! , • . l ~ • ·; . 

- .!. ;, ; ' ,- 1 ' · ' 
1 

; ' ' ' ' ' • ' i t· ;_ ! ', I, ' ~ • . • ' • ' • :¥ i \. ' ' : "I !· • j ·, I • • 
1
. , < •• ; • ' • ; , ' • > ; ' • : , 

. ,T,he .~arg~ size of thy El P~so and Alca:q ,impacls js}i1lpl.ta~i~eq: Ii1 
addiH?n, Arctic cites. an e~tiriiate that_ 40 _ P~fc¢i}t' ?,f:' ~li~ .~~§e.~k!a, ¢~1\~: 
str11,ctron workers ,sept .the1r paychecKS out Qf ,S,t~J.te., 1!- .. st,atl~tlC wnfch: 
wo~ld .indicate that ,much Of .t11e iricreil,se iir:Petc~pitali;hc'Ciltie dutii1g ·. 
the construction ·phase does nOt remairi in the Sta'fe. ' : · · · · ·'' · ·· · , · _ . ' 

' Arctic .criticizes th~ impact of· El. Paso ~'ni 'sm·all AJi~k:!in' cdtnilitini ~ i 
ties''by citing the El Paso projection of the i_)ipellne:....:::impa6ted p·opula~ · 
tion of the Cordova-McGarthy census division :10, · 

1 '! '1
' · 

1
' ' ·" ' • ' 

i·~====~===~===~~~~~~;~~~====~=~:===~==~===~~~~c;~:i~~~f::=E.lf~. 
Once a!Sain Arctic emphasize~ the s_trai:i:t ,qn;ftnd costE) ;bFincreased, 

buttraiisitory derrtand:fdr pubhc serviCes.a:p.d mf:r;astructur.e.,, , . , 
Arctic Claims that: ~ts extensi v:e ·plannip.g, w~th :t:\ie_ citf~ens o;f Kak- , 

tovik, the principal v:iH~ge impacted by the Arctic ~ysteni, :wilr ''rruixi -. · 
mize benefits and avoid dislocation. u Alcan is critized for iwt'havin~( 
yetactedon·planstocarry.out.sirp.ilaracti:v:iti~s. _,,, ·. · 1 . . , , ,· 

Finally, ·iri: Canada;_ Arctic phms to locat~ hiring 4alls . .in large1;· 
sourthern metropolitan areas, thereby diF>c.ouraging .migration of mi~ 
employed workers to:the more fragile arrd rural Yukon and North west 
Terr-itories. 
~~ fj:l P~Mo Alaska dompany · , . 
. . 1\~ter tev1e'~iiJ'g ~tii~ methodology behind. the' proj'edtiohs: inadil' by 

various· parties befOre the Comin:ission, El Pa~o, goes oil to .§tate that 
its:ptojecttOiis and ~hose of the FPC and th~ St3:te Of Alaska ali <agree 
Wait the socio~econoinic i±n.pacts from the, El ·Paso proposal ·would be 
gr€at~r thah the 'itnpllicts 'from .Alcan or Arctic. The key 'to El' Paso's 
arguhlent :18 its ·ass~i'~i9iJ: that the greaterimpaets reflect g:reat'~r belie-
fits to the State of Alaska. · 

· :~ A.r.ctic ·Brief,,· pp., 24.,-26. 
~? ·Ar.<:tic Brief,, p. 45 ... 
u Ibid. 
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·· A:fhe1; iUustr.aiing how its tn;oposal would •p1~ovlde the :greatest -im­
pact in terms of population ariel absolute eri1ployi1l~nt, El:Paso aJs0 
asserts that it would provide the grea·test impact on :aggregate peP­
soilal income and in-state 'spt:Jnding; citing the FPC FEliS :projections:12 

In regard to per capita personal income, the pY.oj:eC:tionsio'f'the FPC 
jn its· FEIS show· a drop after th~ first several' ·years <of 'construction 
and operation of the project.IB El Paso's consultant ·on socioeconomic 
imp:!l;cts alleges that this downturn can be explah1ed: as a,i}oweriirg'of 
the average as later growth in the economy increases ·employment i11 
thetradE)san<;l.services industries; whicl~ are)9~er~paying., ., , n~ - . 

El :P~so a.f1Serts that the. "reven~es accnung ~o .the .. State :_a!ld.lQc~l 
.gove1'nme11ts as 3, result of t~1e ,p,roj~ct :w:ill. exceei;l ,incwasea pu}?J:ic 
.service.eosts throug4out the l~:fe of the_;project,'; 14::arid_:.th# the: i,m.:. 
prov~merrt 'iii. fi,ria:ri:cial capacity win :allow ·those govefnmeritii .to pro­
vide exarided services. ' . . . . . - ' ..... ' ' .. - .. ' . ~' 

':EI Paso also cites benefits £roin· tlie 'availability. oi o·as to. pdte.i1t'ial 
consumers .along :the Trans-Alaska route, a:ricl claims. that rflw ·na·turall 
gas. pip¢lilw- .construction will. provide employmellt fo:i: some of the 
Alyeska '-ivorli-ers, thereby .easing the severe. un.eln.ployiuentiip!lowing 
_completion'ofthe_oilpipeline. . . , ~ _ · .. · · ·: . ·_ 

. The endorsenl.ent of ,both, th,e State of Alasl,ra .ai1d the :City io:f (Cor­
dova. is. claimed. by the .El Paso ~pplicants.: Th~ Sta-te :has expressed 
public support bas!'lcl. on •argu,inents .quite similar, to thOse usea 'by Ei 
.Paso: Among the benefits ·cited by the Alaska; Commission('ll; ·of· Rev­
enue is.his E?'?tirrirute of an additional $126 million. in dir.ect ~~ev.enpes te 
the .State .·from the El Paso system as compared with th.e ArCtic system. 

El Paso cit()s. statemen~s by the City ,of Corcloya, th~ Cipy Nianager 
and the president of the loc~l Chaniber.oJ Cq~:iner,ce expres~'i#g sup­
po~t :for. the. economic stiniulus effects. of the .':El Paso .. system. The 
statement by the City· of Cordova indicates recognition' of ."significant 
_and ·:far-reaching effects on the .. economic, social. and. erivironinen tal 
well~bE{ing of the Cordova. Community,". bu't aJso ef(presses fhe: belief 
that "the great majority" of these effects are, "beneficiaL" 1.

5
. . -

The Cordova statement asserts that most elements: o:f the. commJ.niity 
look :forward to increased business :from construction WOJ,'kers and "the 
stabilizh~g influence on :the Corcl0va economy wl1ich.the 300 pebilanent 
highly-skilled jobs at the LNG willpi·ovicle, as well. a,s .f}l~ i)otentini 
tax base which its siting on Gravina Peninsula will afford.'~ The city 
also offers the :f0llowiu,g evaluation, "El Paso's T-1;ans-A'Jaska Gas Proj­
ect is ·precisely the type .of controlled development needed by the .Gol'­
clova ·community, the State of Alaska and the entire United States." 16 

An attorney :for Chugach Natives, Inc. and the Eyak Corporation 
cJaims su,p.port .:for the G-ravina Point terminus for its cohtri'hntion to 
diversifying the Co1•dova economy.u · _ _ . . . 

El Paso's final point is that .sil1ee impacts will 'be conGentrated in. 
Alaska a.ricl pa1-.ticularly rat Cordova, the views of the respectiye gov­
ernments and citizen~ should be "determinative o£ the questi<nl of 
benefit." 18 

12Jill'Paso Brief, pp. 9--<10. 
1a FPIC, FE]S·, p. I-C129. 
14 El Paso Initial Rrief. p. 15. 
15 El Paso Initial Brief, pp. 17-18. 
16 Ibid, p. 18. 
17 Ibid, pp. 19-20. 
'"Ibid. 
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. In its :r;eply brief El Paso r;ritici~es Arctic's,suggestion that its-lo~er 
.cost of transportation may. provide· higher revenues to the. State of 
Alaska, noting that such an. ou:tcome is possible only if Cong~·ess were 
to de-regulate the wellhead price of Alas.kan gas for intrastate sale . 
. · El Paso also responds by disagreeing with Arctic. on the impoptapce 
of benefits other than royalty pay1w~nts and severance taxes. Popula­
tion, ~mp~oyment and, income effects are emphasized as substantial 
benefits to the State o(Alaska .. 
3~ AlcanPipeline O'ompany · , 

Alcan descril;>es the general economic impact of their proposecl system 
as increasing the growth rate Of the State of Alaska and directing that 
growth toward regions affected by the pipeline route. As concli.ided by 
other 'parties in similar sbitements. before the Commissimi, ,c\.lcan says 
·its .system "wottld have a significantly greater; ecmioniic ,impltd on 
.Alaska than the Arctic: Gas proposal, .but. a somewhat lesser'.i1i1pact 
than the El Paso proposal." 19 · · · ' · . · · ., • · ·.· • ' · · 

·· The following iml)·acts are outlined in Alc!m's socioeconomic brief: '20 

(a) Addition to Gross State Product (GSP) peaks dtidng·the 
·construction phase· in 1980 at $210 mil,lion. GSP inipact is ·con­
centrated in :the Fairbanks and Intel'ior regions during construc­
tion (w.hich is completed iri 1983) a'n~llater increments shift to the 
Anchora:ge region. This regional distribution ohmp'aCts oyer'time 
holds true for all of the economic impacts disctiSsed in the brief . 
. ·. (b) Additional ¢mployment peaks in 1980· at 20,278 and .drops 
significantly immediately after comp1etion qf construction;rising 
gradually thereafter. Anchori),ge region employmentis more stable 
•than the Interior and. Fairpahks region employmen~t which de-
pends heavily o11 the construction sector.' · · · · · . . 
· Rea.~· wages and salaries follow patter;ns · s~niilar to that of 
employment. . ' .· ' . .· . . .. : ' ' ' ' 

(c) Population impact also peaks in 1980, at 28,692, with re­
gionaJ distribution .similar t'o ':that of enipl6yin:ei1t impacts; · 

(d) Personal income peaks in 1980 and 1983. After 1983. the 
effect Of the ·project is to lo'.ver' real per capita income; The expla­
n'ation fOi· this effect is the same as for El Paso; late1~ inci·ei1ients 
of employment are in. lower-paying stipport services as compared 
with high-paying construtcioil jo?s. . .. . . . ·.: . . ' 

(e) Impact on state revenues m 1984 and 1990,21 rai1gmg from 
$185 million to $346 million in 1984, dropping after' cmistrtlCtion 
and ~ncreasing thereafter to a· riinge of $18'2 million to '$387 rnil" 
lion in 1990. Local revenues beha.ve similarly, peaking in 1981; 
1981:;, arid 1990. . · · . · • · . • · · · . .· · · · . 

State revenues are largely composed of "petroleum sector taxes rmd 
charges'' during .construction and "direct. taxes ·and royahies" clriring' 
operations,· while inci·eased local r'ev~nues are largely froin ·i)l·operty 
taxes and sales taxes. 22 . ' . . . ' . . . ' ' 

\. ": • ~ ,I • ' ' ' " ' ' .' 

10 Alcan Initial Brief, p. 4. 
20 Ibid., pp. 2-10. Quantitative results are from an application of the l\IAP.,!)lQcleJ.. by the 

University of Alaska ISEGR to the Alcan system, construction assumed to begin in 1978, 
oper<ttion in 1981. . · · ' .' ·. . 

"'19(}0 is the last year of the model simulation. 
22 Alcan Initial Brief, p. 9. 

. '•. 

,\' .·· .. 
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Alcau asserts that, "In the; case of both state and local governments, 
expenditure impacts will tend to follow the same pattern as revenue 
in1pacts." 23 ' ·• ·-- ,.· - · · · .. · ·· - · · · · 

_ Regard_ing neg~tive impacts of their proposal, Alcan states that "the 
positive benefits to the local commui1ities and people, as well as to the 
state as a w'hole, will far exceed any negative social impacts thttt may' 
occl1r." 24 -The claim is made that the Alcan Project will ease the post-· 
Alyeska transitip:p., and that most of the communities to be affected by 
Alcan hav(} a~ready niade some adjustments to accommodate larger-
scale development through their Alyeska experience. · · 

It is appa1;ent from Alcan's brief, ho\vever, that there are a fe•w 
native communities along the Alask~ Highway portion of the route 
which certainly will be significantly affected, with a "lessening of cul­
tui·al ttaclitions" and the emigration of youth in search of high wages 
in pipeline e~1iployment. The 1i1ost significantly-impacted communi­
ties are expeCteQ_tobe Dot Lake, :ranacross, Te~lin andNorthway.25 

Benefits predicted by Alcan for native communities include ·addi­
tional employnient, ·job training and the "awarding of construction­
:related contracts .to. na.tive claims act_ corporations and other n~ttive..: 
owiied, firnis." 26. . .: · _ ·_ . . . . · - . . . 

Finally, in Canada Alcan says benefits will be of similar nature as 
those in Alaska, and socioeconomic costs are minor, in part because of 
the use Of the established A,laska Highway corridor. Regarding Iiative 
claimEi, Alcan .expres~es optimism for settlement in the Yukon while 
expressing severe doubts about Arctic's ability to surmount native 
clninis clisputes in the Mackenzie Valley.27 

· 

In its Reply Brief Alcan at~acks the arguments <?f Arcti~\ asserting 
that (1) the benefits other tlum severance taxes or royalties, such as 
employment, personal income, other government revenues and develop­
ment of the economy, are undervalued by Arctic, and (2) the transpor­
tation cost of the Alcan system is lower than Arctic and consequently, 
if there is any difference, royalties would be higher with the Alcan 
system. 

STATE OF ALASKA. 

· Alaska expresses its strong desire and need to develop a stable, 
diverse economy and ~'social environment," in contrast with the boom­
bust cycles of previous extractive industries. The State suggests that 
the Commission should use as a criteriOii for judging the natural gas 
systems the "lasting contribution .to Alaska's healthy growth each 
would make." 28 The Alaskan Statehood Act is even cited as containing 
Congressional intent to promote· the independence and growth of the 
State economy; , · · · - . · · · · · · -· _ · · 
.: The State also,eiiJphasizes repeatedly the necessity of having royalty 
gas for use·within Alaska to promote industrial development. · · 

Overall the State of Alaska favors a trans-Alaska route, :md in 
particular the El Paso proposal, believing that the greater economie 
impacts will expand tl1e economy to a more viablr size ·and pi·ovide 
much greater revenues for expenditure on public facilities and services. 

"'Thid. · 
·"'1bi.il.;' p .. 11. 
""Jhlcl., pp. 14-1·5. 
"" Tblil., p, 11\, 
~Ibid., p. 18. 
"' State of Alaska Initial Brief, p. 3. 

. "' ..... 



140 

. OTHER; ly.[AJ,01l .RELEVANT REPORTS . .. I 

INTERIOR DEPARTMENT FEIS (MARCH 197!\) 

···~,In, Alask~ the: In,te~ior .Findl 'E~vir~nmental Imp~·ct Statement pre­
dicts belieficial effects on unemploymimt, but that assessment 'was based 
on:,'U~e .ass~mption tlia,t p'l!epa,ratory·.constrilc~i<)li ~ork \vould begin in 
1976. '· . . . ' .··' . . ' ... '. ' 
... Tl1e FEIS ,also \p.djmite~ the likelihood of ''11'lajor and significant 
acl\rei'se impacts"'from the Arctic system on the wildlife ():Q.:which the 
lll.ative subsisten~e lif~style is, based.- ,4-s.a result the: loss <)f traditiqnal 
e,nlture is accelerated'.29 ' ' ' ' • 

, In· Q~nt!fda the .ecop.omic riripac't ~6f. _t\rctic wquid be' i'al:gely limited 
to .. a ;few com).Tlunities (Ihuv~l\, N;9.Ji'nia4 Wel~s ~t:hd F9:rt SiJitpson), 
accqr.1ing. ~o the. J!'EI~. ,E1nploy~e~t of locaJ.}al?~r ,wo?lc\ be over 
2,000at,pefl,kc,<;>nstruction b1~t perliaps only ~00 m qperatwn.30 

:· 1)Y~t4 I:ega,rcl ~o, 't~ie native. c~a~ms ,issuy, .the Interior ,F:EIS states: 31 

... , .One. of the ,constraints. in. the Canadian· Government •guidelines for .northern 
:pipelines (:Department of Indian Affairs and :Northern· Development, 1972) is 
tlui.f: "Ally certificate issued will be' strictiy· conditioned in respect 'of ... the 
protection of the ;rights of .northern residents, ... " Furthermore;· the stated 
govel'i'lment'j)olicy is :that ~any decisions·.ffiade concerning :northern pipelines will 
be, without prejudice t.o Indian land claims and treaty rigb,ts.:. . . . . . · ·· 

The extent to ... which land claim 'settlements. and· other legal prerogatives of 
l'ocal residents .. may. determiiui the granting of. the proposed pipeline construction 
per'ml.t Hr not' clear. Thif 'at'titude of the locai residents, as interpreted from 
Iin1ited and subjective·surveys; :seelii.s·to 'range from full' acceptance·to complete 
rejection of the proposed pipeline project: Berger InqUiry~Cunacla (May 9, 1977 
Report),.,, .... :. ,,,.,· ..... i. ,;.:. 
··.·On May.' 9, 1977· the Report of .Justice Thomas R. .Berger on the 
Mackenzie , Valley ·Pipeline· Inquiry was, released to ··the. public. 'The 
r.eport is •an' advism·y· document for .the Minister of Indian and.N orlh­
ern Affairs ·o:ri the 'social; r ecoiwmic and environmental impacts: .oi a 
nattwal· gas : pipeli~e : thro1,i.gh the northern Yukon, and: Mackenzie 
Valley. · · . 1 ••• 

The major recommendations of the report are that (1) no pipeline 
sh~u~d b.e COJ?.Struotecl ~hrough the ~o~the.rn Yuka:n b~ca~se of ep.vi,r,on­
mental unr>a.cts; ·and '(2t :_tny Mack~llZle ValleY; p1pehrte• .shoul~. b.e 
po~tponed for at least ten years to allow forsettle'meiit ofna:tlve clarm::;! 
In· addition; J ;;1clg~_ B.erger .ex'pri:~ss~s his. opini~rt; th~t:the• ·evi~ence be­
fore· the Inqmry· rnd1cates that·the·Alcan·route-·may:·be satrsfactory 
frGm an environmental'viewpoint. '·' '.' . · •!;. · i : :. . '. ; 
·.·The report: discusses the testiniony· of one -thousand· witnesses at 
thirty-five· community ·hearings: in r the Yukon· and .. Noithwest. Terri~ 
tories. Judge Berger explains the heavy dependence of native cultl1re 
<'>rt ·~he su~sistenc~.Jife~tyle, ~;t· unrestricted· use' of •la;~d·.for '~u~ting, 
:fishmg an:d·trappmg, on·shamng a;nd: strong commurnty1dentrty. · :· . 
. ,o Quoting:from :the report!: 32 ..... · ' · :' · :.· • : i :\ · ' 
: · .. ·-·· . .-,~~;;<;1: ~ .. If .. ';·;·f: .. ~ , ;'., ~ :i· ·-r , :~", ·, 

. -:"'DOl FEIS· (Alaska Volume),. p. 293. , ; ... · ';...., . ; , . 
3 ' ·DOl FElS (•Gimada Volume), p. 473. 

·.· <ll.]bid'. p. '48~ '1 I ' : .. ' '. i . ' . . ! . .. , · 

· 32 Berger "inquiry Repo~·t, pp. xxiv-xxv. 
·:·.' ···, :·.·-;,· 

'Another· recent report of interest Is the study of effects on the national economv. ~·Em­
]llloyment ·Impact of the Alternative Pl'oposals for the Alaska Natural Gas Bipeline" .. by.the 
Federal' Energy Administration. .. •.. · .. , , ·' · 

. · r : · .. : ., ., .. :· , :·· : ~ , . -·-; :~ ·: • ·...:. 
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The native people insist that·~tlle· settlement of native claims should be a 
beginning rather than an end of the recognition Of native rights and native 

'.::uspitatrons. In mY., opinion,: a :P.eriod of te,n years: w.HJ.be. r~qui,J:ed '!:P. tl;l,~ :Mac-
Kenzie Valley and We,ster~ A;r~tic to ~ettl,e .D;a:Piye, ;~la~p;t~ ,i!-)Id .to e,sti].blJf1~ t!,le 

; )1e_w il'\S~~tu.~i01J.,S; anq 'ne,\v prog:r?:¥l,S t!lat ,a se,tt!en:elfr will' eptail. No ,pipe,Ii'ne 
"sl10uld be'built until these things have been achieved.. · · ·' 1'' ·c. · ' . 
I' . .It wo-b.ia'tli~refore be dishonest to-try to impos'e an:immedia~e settl.ement,t:IJ,:).t 
·,we: kn'o~ :now_;_iu1d ·that·:the ·native :people will ~noW; .before .the. ink is dry~.v~ill 
m0t. ~clliev:e, tl;le}r, g9_als: TheY• -:w:~ll-soon I'ea,Iiz~.,...,:j~st;~s :tb,e'.'p.~,t~v'~ pe<;>p~~ •<?-11: .tlie 
Prairies realtzed• a <;e,J,']tury !igQ-:-:-that ;t:(le. actua1 (!O.~r~e 9f events on the giourtd 
will (\{!ny the,' promises tha.t ,appear ori. pa,per. The, advance Of tlie 'industi:fal 
system' would 'determi:rie the-coU:r'se'of events, "no:.matter what Parliament, the 

···courts,'this Inq'ufry or-anyone else 'may'say.' ' · · . . · ' .. 

: • Co~~EPTIJAL .ANri Bu~~;~N-~IVE DEFICIEN~~Es'~I~:P~noR.ANALYSES .. 
• : '- • l ; I • : I • • < , ' : ,' : I ', ~ 

1 
L • ' : I : 

0 
) ' ' I ; , ; ' 

1 
' : ' r ' : ' ' : ' .. , .. ': ' 

. 'J:'P.e:re ~tr~: sev~raJ, g~ne,ral. ~qncepts. or _m,a j w: itl.~l\~S. w 4ich h~ ve ~1ot 
.bee11 P:d~9u~te~y addressed :I~ n~ost priC?r 11naly~e~. ap.d argurn.:e1,1ts 
_ p,:rese11te;d :bef9re, the. Co!llmi~sion. These, IIl(':lqc~e : . , . . • . . -
n; V lJ?"088, <"I? cpnef?t~". frr:o,m .Employm:e'qt _1)er'S,1Jr8 N,et So.Ciqewri,o'fl?-ic 
. , l n,~:pac,ts.-;-:-:-_ ;I;n, t;l;t~ q11iefs. of .the S;t~te of A,la,~~W;· ~:r;J.d .E~ ~~i'o. e~p~~~i,tlly, 
.the soci9econo~ic i_g1pa<;:t assessmentsJailt,<;qtccount for o;r give SJ..i:f-
ficient .~e;ig:lJ.~; ~(), th~ ,costs of .an exp[j.n_<jled P@l\~at~on. ~:r:l ,terJp.s of .qq~t 
-of muqliy. s~;ry~qes, .-~n,d .~a,p~tpJ and o.pera~ii'!.g ;9qsts o~ ,p,v:bUp f~ci~i~i~s . 

. Jn1 ,~;~..~d~~iqn; ,t~e: ques~imi <;>f 'IY;hether 4-~as~~n >o,r jl,J.;lil:~gr;~11ts · ~~l ,n,~.:w 
pip~~ine-J1e,~ated jobs is cqlCial t0 the accura~e- we~~l,],re. <;>~ ~et benefits 

, .~;rQp:l. ~G-rea,s,e!l~w;npl<;>ym~:r;J.:~·- ... , . . . , .. , . , 1.,. ; , , , . , :, , . . , -, , , 
2. Aggregate System Impact vers'l.lS 11£ arxnmum Locall'J!!'Pa<?t.S.--c::­

<E,n;J,phas~sjn 80PW , 9:j: jt~1e, J~r:iefs tends to .be .ql). l}' ~o:n;tp~J:i90n !Of, the 
!tot~Ump~qt,S ,q~ ~.?-elf, .o.f;,t~e ,tl~ree qyst~ms .. :;Iit .:i;; imp():~;tp.:r:tt t9 giv.:~ due 
;~e1g~,t,~q ,!'l~U.¥!n;p.;ng .. th~-J.IPJ?.aets o:p. .:ipdividn.&~.c;o.wmu'9:~tje,s, par,tie;u­
;la;rly. :n,at~ve :.villag~s,. ln,. •&c\~l,ition, ,tl1e :distr1:l~:q.tiQn , prob~!Wl ,ere~ ted 
., :W•hen :the:faXI!fJ;lle ,prop,~rty. 9~ .. a p,roj~ct is lo,C!l:ted ii1.' one. COllJ~Ul,l,ni£y, 
: 9\\t :tlj.~ PPil1~iq ~Wiv.~<;es ai~q., ~acW~ies ,are ne~de~-}~. ano,t{lf,lr .needs t,o :be 
.:y~ar;run,e,d:, Ino.re :th<)l'91,1gNy for ,,eacl~ .0f th!?· PWPO§e.Q.. m,utes, , . , .... 
, ... :?_. Qpej p~,?;\:>,~em; ·:90q]-S!?Ii~~ .th.y, ;t~n,gegcy, to :v~ew ,t~1.e ,d,eg?'€le, 9~ c~w:n.ge 

!·,(I,~ p?~Uf!l'~t.9R' . fw ~*~P,Wle).}~s the, s9k :r~l;f(V.~~t rrtfi~f!Vre .<?:f. ~9cn~­
. ~~~p9m..1G .. H¥\B~cp,,<;>I?- -~,,<;o~p.;mw-+~~Y· q~nR1.~1er,!tt!o:J?; 8:f ,pie, rq,~~ c;>;f.c;1wlJ.ge 
.)lJ-Wf1-t,pl'l !fn, ;qp.p~r~~nt}actR~?P. M$¢$smg tl(e;f?~ve~~fY. of~lw _11:n:R~c~s 
: tFO.W.~ft~4. ,?ifP\~ .. J?.I:O.P,o,s~~;~~' g~t):~,ttle ~tt~p.t;wn, ,W;g1.X~J:t tQ .th!~;.P,o~~I­
_b).~~ty:, ·'J'hip .J?ow~ 1s fPfl.mcH~~t1Y:·reley,U:n~.w tp.~ .J;l;a~Iv,e ~?rrrm~mt~~~­
Jt I§ .9ft~n s~~~l_tP,aJ fl.\E(·P.f!,~I:Y~ ~.9~~~o,m)['Y.~U':'W~~rgq ~-t;r~n~fo~:mfl;W>.~ 
~fro~+.' !1:W~P~!~t,~lJ.£e past~ ~~~ot.!- w~~.e· b~~~:;; r~g~r,iJA!?il.s pf !0h~t,Jie,;r a PJ-pe-
hne, :Is constr;ucted.· It .Is nevertheless Important. to asE;ess the rate of 

• ' .. -·:- -~·-~. ', ... ~j ,.,,:-. • ·•·r •' ,,, • ! J')' .. '' ' . r.·· ·-- l ......... r .-... 'i·'':''._.. r··: .. , .•. 'r~ . 
. ,chi.IJ-,?;e ;~.s a 5JI3t~ri,Ilii;~~~t ?fJ1le:I,l,l~gn,i~u~e o£ i'n:f~~ts. . '·,. ~ ... ·• -
. , 4t $ o,ma,l a71:rl ~u,~tural. P:r~ble'f(l,s_, N 0~~11e. O?,~J>~~~:;'-1'f!1-}~rt~f~, .fj..~~~ 
· ··b~for~ the FPC 'generally focused on the n~ny~v:.~t:.}WP.~.~S,~t.!~ll.l"l Pf.~he 
. WP~~I~~,.~Ys,~~r:o-~ fpr ~t~t~-~ ,a:n,d,l9c;al (l~o~~9J.l~!~~;;f:~l-~ !?.~~9.t~~?.f. ~;ny 1P,Ipe­
_1~~e · s~st~_~; ~m. sqc1~1 .~;ll4 ~11lt.U.I~~ .conc.en~ ~v.qh JW .. ~Jp9~Qh~,!p.· .!1!11,~. ~he 
~~n.clel1CY, .t?~~r~. Cl~~t~raJ_'br~akdo.wn 11?- um~ay~~4', p:a,~rve v;tUage~ ,:qas 
·not. been !iiS!?;U,i'S~q Ill ,e:qc:iJ,igh ,getl),Il. rhe ent}r!3 .l!fl~V,!i\ 0.~ ~];l~ d!?SI~~S of 
~~MY~ p,qW.~1fJJ~t~~~. ~n~1 ';n!!-t~f~ ~h.tims .I; as: :9~.~;n ,gi~!(.:P. :a, ,cui~9FY: ,~r~~t-

. ment m·several·soCioeconomiC Impact discussions. .· · .. . . · 
. _..,;;· 

.'oili\ ,-, .. 
1
:i,·;' .;/ 

' ; • • r • ~!' 1 'j l ' .' f ... J v~ 
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ANALYSIS 

The followino- dis~ussions are intended. t~ fadlitate the evaluation 
of the Alaska N~tural Gas Transp()rtation Systems. - · · . · 

· 1. Each of the three proposed systems w_ill create a large amount of 
acldition::11 employment during construct.IOn a~1d a; genern;lly. small 
amount following completion of constructiOn. Smce 1t IS unhkely that 

. construction on a natural gas ·system _would start soon enough to cap­
ture. a large portion of the workers la1d off from the Alye~lm constn~c­
tion a laro-e construction: work force would tend to contmue the chs-' "" s· · h equmbrium characteristic of the Alaskan economy.33 mce 1t as a 
much smaller construction workforce than the El Paso and Alcan sys­
tems, the A1;ctic Gas System would have less of the effect of perpetu­
ating: large unemployment than would the other two systems. El.f.aso 
has the largest ·long-ter:tn operation employme'IJ.t in ::A:lasl{ai· with it~ 
LNG terminal, but even that number is relatively sn1aJI; (300 at the 
terminal). Many of the unemployed from Alyeska were originally im­
migrants who may· be encoutaged to extend their stay in Alaska in 
hopes of obtaining a construction job if either the El Paso or Al,can 
route is certified. In addition, more Alaskan residents and natiVes 
w~ll be attracted into the high-wage construction market. leaving he­
hind lower-income but· more stable, longercterm livelihoods. Un­
eli1ploym(mt following the· completion of either ·of the two longer 
routes is likely to be very high. The development of enough new indus­
try in southern Alaska to absorb the unemployed is highly speculative 
at· this time. - · · . · · _ 

2. It is generally considered in the best jnterests of .the State of 
·Alaska to establish a stable economy, 'less dependent on the large and 
transitory disruptions of the extractive industries, particularly oil and 
gas development. This transformation of the economy can be attained 

·by reducing reliance on large construction projects, diversifying the 
commercial and industrial base ·and strengthening long-term employ­
ment opportunities. The State of Alaska proposes to. accomplish this 
transformation with a Trans-Alaska natural gas pipeline, thereby en-

.- couraging rapid development of infrastructure to s:t;tpport enlarged 
eeonomic activitv and making gas available for n,~w-·industrial. 'Q,S~s. 
This strategy will work if businesses indeed a.re willing to make~maior 
investment in southern Alaska. If successful the State will have ranid 
dPvelopment, bnt in the interim will i~cur n1aior socioeconomic dislo­
ea.tions. The El Paso proposals wonld probably provirle the greatest 

: stimulus to the Alaskan economy. with lesser effects attributable to Al­
can and the smallest impact by the Arctic system. Combined with the 

·massive revenues from North Slope oil production, however, any of the 
systems would provide Alaska with sufficient amounts of funds to 
greatly expand services. - _ . · · . 

The question of whether the avaiJabilitv of North Slope. natural gas 
is an _impo.rtant ingredient in the djversification of the Alaskan econ­

.omv 1s unsettlectfor at least two reasons, There is the possibility that 
exehange agreeiJ.1ents conlcl provide Southern Alaska 'tith Cook Tnlet 
natural gas in trade f()r the state's royalty gas frori1 the North- Slope, 

33 The Anchor Times of llfay 28. 1977 reports a rise in the state unemployment rate from 
14,1 to 15,5 pereent during April, attributed by State Labor Department economists 
to Alyeska lay-offs. Another state economis·t is quoted as expecting 12.000 additional 
lay-offs (7.5% of the total state workforce) with the completion of construction. 



143 

eliminating the.need for a Trans-Alaska·pipelineto provide gas for in­
dustial uses within the state. It is not clear, however, whethe_r th~re ~re 
enough natural gas reserves in the Cook Inlet area to provide sigmfi.­
cant amounts of rras to the state over the next couple of decades. 

Second, the potenti~l for inch~strial dev~lo_rmeut based on the u_se of 
mitura.l gas is ~mcertam. There IS only._a lnmted amount of expenence 
from the relatively modest petrochemical development around Cook 
Inlet as a guide to industry interest in Alaskan gas. - . -. , 
. Summarizing, with regard to the royalty gas question El Paso and 

Alcan may have. an advantage, but the magnitude of any such advan-
tage is open to wide debate. · . · 
- 3. In his initial decision, FPC Administrative Law Judge Natl~um 

Litt raised the issue of .inter-regionn;l distribution o~ benefits. Spec~fic­
ally Jud_ge Litt addressed the q11estwn of wheth~r ~twas approl?nate. 
for the Commission to consider the benefits of mduced economic de­
velopment for the State of Alaska in its decision on certification. Litt 
observed that since the transportation cost for gas delivered via the El 
Paso route would be substantially higher than that of. alternative 
routes, a decision which gave positive weigh to the induced develop­
ment benefits implied a policy of subsidizing Alaskan economic devel­
opment by forcing the lower 48 States to pay a higher delivered price 
for N ortli Slope gas. Litt concluded on the basis of legal precedent that 
SlH'.h a consideration was an inappropriate basis for a Commission de­
cision. The President, however, has the option of including regional 
economic benefits in his deliberation. 

4:. The nPt revenue benefit of each of the pronosa]s of tl1e State of. 
Alaska and local comm1mities is rarely estimated in the evidence. par­
ticularly that presented by the_ applicants or the state. Since Alaska 
is largely undeveloped, even relatively small increases in population 
can put a severe strain on local pnblic services.-and facilities. A popu­
lation incr.ease of over 30,000 in the entire state clue to the El Paso or 
Alean svstem implies very substantial public expend:ltures despite the 
:fact that much of the ronte :for those pipelines would be identical to 
~hat of Alyeska. Based on induced population andrevenue proiPctions, 
It app_earsth~t the.net revenues :from the three systems over the con­
structic;m perwd murht be comparable; much larger _revenues associ­
ated with a trans-Alaska-route such as El Paso being offset to a sub-­
stantial de_gree by much larger public expenditures for expanded fa- · 
eilities and serviees to support in-migrants. . . · . · . 
. 0£ eonrse the longer systems would also provide larger net revenues­
m later years o:f;operat.ion, a:fter.in:frast.ructurR adjustments had been 
mi'J.rle to aceon;modate the expanded population,34 . _ , . , _ 

• The -precedmg net revem;e analysis is based on public revenues and 
expenditu~es :for state, regwnal and local governments combined. In .. 
reQ:~rd to Iml?acts on loc_a~ _goyernment fiscal conditions -alone, the se­
lechve a.nd. t~mely prov1~10n · o:f ~na~cial assistance by the State .o:f 
-;<\..laska, ~RgiOn~~corporahons or pipelme firms will be critical in avoid-. 
mg t~e I~pos1t10n o:f, severe hardships on rural communities alonO' 
a;nypipelme r<mte. . . , · · . _ _ . . "' 

~ FP:C FEI•S, pp. I~Cl44-l48 .. Arctic_ Initial B~ief,. p~. 24-'26. Gladst~ne Associates· 
report_for Office of Coastal Zone'M·anagement, NOAA, U.S.·D'epartnHint of ,Commerce, "2nd 
Techmcal _Memo~a':dum: Per Capita .Standard/zed Unit_-costs, •Cul;rent Cost Multipliers mid 
Docal Area ~lultrpllers," pp. 1-7,'1-13; · · · · · · .. · 
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·Coriimuhit1es iinpacted: by Alyeska may be able to . absorb the· im'­
p:icts' of a natural giiEr pipeli1~e without severe· difficulty. Along the El 
Pasif and Alcan tout.es cities such as Fai1'banks ·and Delta Junction 
would utiliz~ tlieir already enlarged capacity of public facilities and 
services. . . 

Other less developed commw1ities, e.g,; ICaktovik along the Arctic 
route; Dot' Lake; Tanacross, 'I;'telin and ·~orthw.ay along the Alcarr 
route, and Cordo:va aloiig the El Paos route, will fil:ce major challenges; 
to 'a'ccommodate the· effects of 1iearby construction' a:ctivity. Those cmi:t­
munities which experience a pipeline-induced increase in population 
may face the following two fiscal problems: (1')! th'e need for increased 
public expenditure~ a1'is~s inimediately, but any property tax revenues 
do ri.ot materialize until later years, and (2)· a comiliunity that bears 
the· burden of public expenditures may n9t have taxing pow'ers oiter 
the lands through which the pipeline passes. The most d~·atnatic ex­
ample of these pi'oblerhs would be at Cordova if the' El Paso systenr 
were construCted. Majoi· population impacts (a four-fold increase in· 
tw'o ·.years, according to El Paso projections) mid a:d'ditiorial public 
exp~Iiditures associated· with the LNG ter1'nimi:l construction would 
center . on Cordova; but property tax reve1iues >vould be based at 
Gravina Point. The state may •vish to arrange fora·tralisfer ofreven't'tes. 
to' resolve .the jui'isdictiorial.problem and a: lban arrangement to resolve 
tl;ie ti:ti:ting ("ftont-e:p.d ·financing") problem.35 · ·· . · . 

5. Iri a mi.rhber of socioeconomic analyses it ~s stated that the trans­
formation of small communities, patticuladj native villages, from 
a' subsistence econmily to a .predominantly wage-based economy will 
likely occur. even if ·a pipeline is .not cmish'ucted~ Construction of a 
pip~line >vill hi'crease' the rate at which this transformation takes· 
place: . ·. · ·. · · . · . . · · · · · · · 

·· Stich statements', madi3 withOl'lt further, qualification·, fail to· note:. 
tM likelihood that· 'rapld !fevelop:rrjent will' encourage: severe soci{];l 
problems such as crime;· family disintegration and alC,oholism. Ex-. 
perierice with industrial' development in .A.l!uika al].d NMthwestei:n 
Canada. has shown tWit. these tendencies are present :~d: ~ti especially 
alarming degi·ee wheii: ljtt'tive po~uJa£ions,- strqhg~y cfeperident' 6ri. cul­
tlir'al ties foi• persona+' ideiitity arid, ecohohiic curvi-\;a'l, ar.e exposed' to 
the radically different "illoderi\." lifestyle. NaFte lifestyles, _depen'qen~· 
mdarid which is 'u'J.irestricfed by owiiersl?-ip· rigllts; are iricompatibl.e, 
with the foot-loose and. money-orielitedlifestyles or pipeline constwc-
tioi:Cw6fkers:36 · ·' . · ·· .·. · · . , . 

Tlie' most' setisitiv~ hati\+~ settlem~rits which co\.11{ be' a,:ft~ctecl.: by ,a 
natural gas pipelip.e a:r:e probably thOse in the isola~ed.ri()rtl\.~diY~k?il 
and'· Mackenzie Delta'· along. tlie ArCtic route. Native communities 
along the An1ska1Hiigh way (w hicli is: fdliow~cl' by .AJ'cari), h:ave aliea(ly 
bee11 exposed' to''de\1-elopnieiit forces,. arid 1':>ipelh1e impac~s would. be. 
less traumatic. Nevertheless; the ce:rtificati61i of ariy pipelin:e'would ac-

.• .'! I, . , .. . ,.· . : '·" \, . 

, as Fd1•· f~tciitties. silpp6rtin'g· energy actlviti.es which. are coastal-dep~nd~nt' tii~ni" {s' .c.iir·: 
rently a Federal assistance program (specifically the Coastal Energy;, Impact .Program, 
administered by the Office of 'Coastal Zone Management of the Natio·n-al Oceanic and 
Atmospheric Administration. U.S. Dent. _of Commerce) to provide loans and bond-guarantees·-
to aid,communities with the front,end financiug .. problem.· ·, : . . : '· , .··.: . ' ·.. · 

: ""-~'Nortlie.rri' fl'fo~'tie~;, NQ'rtheriiHoinela~c}: 'l;h~ .~ep~rt,?( th.e Mack.enzte -yaney Plp~line 
IilqU:iry:' by ;r:U~t~~e Thojlla~ B~~ger conta1ns (\n Illvmma.!111g and c}etalle<;l, .If, n.<~t entn!llY 
objective descrlptwri of soCial, cultural, economic, and. ·Pol~ti,al problems conc~rmng. native. 
communities In Canada. · 
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c~l(lrate the: weakening of the' native lifesty'le" ail'El the spreadirrg ~f so-
CiaL problems.· . : ·. . · . . · •. 

6. _Ofall t?.e socioeconomic consi~erat~ons1 the most significant fac­
t~r m .a choiC~· amor;tg t~ec alternat~ve pT[Delme·.·propo~als _may· be t~e 
Canadian native· clrulms lSSUe~ T:he· Issue. of native 'Claims m the :Mac~ 
kenzie Valley and: contro.l over· land uses: in the region is highly 
charg~d,, and settlement,. we wed: by rmany to) be w prerequisite for any 
development, is·Iiot conside:r:ed likely in the near· future .. · . . · 
. J usti'ce Berger; in· his "Report of · the• Mackenzie V a:lley Pipeline 
Inquiry," expressesrthe firm belief that: . 

. . . ·the· native pebple must' be allowed· a clioice- about their own future. ·.rl 
the pipeline is approved before a settlement of claims takes place, the future 'of 
the North-and the place of the native people of the North-will, in effect, hav.e 
been decided for them.37 

The apparently poor chances of early settlement, combined with the 
vehement insistence of native groups and the Berger Inquiry that 
any pipeline through the Mackenzie Valley be delayed until the settle­
ment of native claims, could pose a barrier to early construction of a. 
Trans-Canadian pipeline, especially the Arctic system. 

CoNCLUSION 

The major conclusions are: 
The decision of the Government of Canada, currently expected~. 

to be announced before the deadline for the final U.S. decisiol!l, 
could rule out either the Arctic or Alcan route because of the 
adverse effects on the cultural stability of native communities 
and the resulting social problems. 

The El Paso system provides a somewhat greater opportunity 
for intrastate use of royalty gas than does the Alcan system 
because of the possibility of coastal industrial development wifh 
El Paso. Such additional development could provide beneficiiail 
employment and income effects. 

In general both the economic development and dislocation 'im­
pacts in Alaska would be greatest with the El Paso system, 
smallest with the Arctic system, and would fall in-between "With 
the Alcan system. 

Although the public revenue impacts of the three alternative 
systems would be greatest from El Paso, next largest from Alcan, 
and least from the Arctic proposal, the public expenditures re­
quired to serve the induced population growth also would be il\l 
that order. As a result, net revenue benefits during the ·construc­
tion period in particular may be much less than some previous 
analyses have implied. 

The El Paso system would concentrate severe disruptive im­
pacts on the City of Cordova, wherea;s the Alcan system wo~11J:d 
create significant but much smaller rmpacts on several native 
vilJages along the Alask!l Highway. .. . . 

Since there may be mstances (e.g., Cordova) m whiCh loca[ 
O'Overnment revenues -of impacted rural communities may not 
~over public expenditures, the selective and tim:e~y p.ro:Vision of 

.. •• Berger Inquiry Report, p. :xxiv. 
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financial assistance by the State government, regional corpora­
tions or pipeline firms may be helpful in avoiding severe 
hardships. 

. In summary, the significance of socioeconomic impacts for the over­
all route decision depends on the weight given to impacts disruptive of 
social and cultural structure as opposed to economic development con­
siderations. If factors such as adverse effects on native communities 
and local lifestyles are given primary importance, the Arctic and El 
Paso routes would tend to suffer in a comparison with Alcan. If more 
importance is placed on a route which will stimulate the Alaskan 
economy, the .El Paso route clearly has the advantage, followed by 
Alcan. 

,. 



.REPOR"T 'IJl' TASK FORCE ON INTERNATIONAL RELATIONS 
. . ' 

FPC CoNCLUSIONs AND REco~nrENDATIONS 

The ini'ti:~1 decision on th~ trm1sportation of Alaskan natural g:as, 
prepared by Administrative Law Judge Litt, and issued by the FPC 
on February 1, 1977, contains a chapter on Canadian. issues. The main 
points of the chapter are: . ' 
. . Just, reasonable and non-discriminatory provincial treatment 

of .. transit · pipelines . is provided for under the Canadiau 
constitution~ . . . · . · . · . . . .. : 

· - The applicmits agree thaf ratification of the "Qnited S'trutes;­
Canada Transit :Pipeline .A,greement will not end negotiations 

. with Canada. · · . · .. · .. . 
it is assumed that early. development of known hydrocau•Thcms; 

reserves is as important to Canada as to the United States:. 
It is unlikely that native cla,ims will significantly modi£Y,: tlle 

Canadian Governme1l.t's ene;t;gy decisions. . . . 
Arctic Gas and · Alcan. argued that. a joint project th;nmgzy. 

Canada is riot dependent upon a United States-Canad!t treruey . 
. However, a treaty wou-ld regularize and simplify the p:r:@rtedluJes 

.. for obtaini1ig joint approvals. . 
The treaty, which spells out reasonable practices of ordinaTy· 

· good business, does·not add substantially to the expectation that·. 
· a relationship which has been historically workable will remairu 
workable. .· 
. It. is expected that amendments to the treaty will be required! 

and made from time to time. · ·. . · .. · • 
· If a-pip~line for Alaskan gas is built across Canada, it is reason­

able to assume that the Government of Cannda will have aii: 
interest in promoting the pipeline's economic viability. . ·.· 

On May 2, 1977, the Federal Power Commissioners recommended 
that the President select an qverland transportation system through 
Canada, if such a route is made available by the Government of Can­
ada on acceptable terms and conditions. In their anaJysis, the· com­
missioners confined themselves for the most part to U.S. issues .. Only 
two issues· related to United States-Canadimi international relations 
were mentioned:. 

In ref.~reilce to the '~western leg" of the Arctic Gas Project, the 
FPC' sriicl that if Canadian gas exports to the United States are 
,terminated upon expiration of prese1it ·licenses, sufli'cii:mt· idle 
PiDeJine capadty. will be available to move Alaskan gas to the 
\V" est Coast without construction: of the western leg . 

. Arctic Gas and Alca~1 wjll have simila,r socio-economic impacts 
in Canada. Total population .and. employment changes will: not 
be great. The major· impact will be on the traditional life-style 
of Ilative communities along the pipeline rightcof-way. 

(147) 
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PosiTIONS OF THE P .ARTIES 

~he Federal Pow~r Comll!ission heard evide!lce concerning (1) 
1Jmted States-Canadian relatwns, (2) the Canadian decision process 
(13) Canadian constitutional law. ' 

The ;bri~fs qub~itted !hJ: .the .three applicants on -the United States­
Canadian ISS~es mvolv~d m transporting Alaskan gas a~ross Canada 
covered seclfn~y, taxatwn, and.po1i.tical·factors: El Paso emphasized 
the uncertnmties ~p.¢1- _compronnses mher:e:n..t ~n dep,lil:~.g with a·for:eign 
.goyernment. Arctw ·Gas an.d A'lcan · aro·ue!l that the Government of 
:canada :would have 'an interest in the s~ccess ;~f a connnercial v~nture 
,for '~he transportation of Alaskan lias .whic~1ii1}olves Qanadi~n coin­
pam.es. Canada vyould_ the~e!orebe :unhk~l:y to·.t~lm aq~io:ri contrary to 
the_ mterests of Its own C:J.bzl')ns. In addJtlon, the ·umted ,States and 
;Canada have a 'long traditio:!?- of .successful coopera.~~on wl).ich can 
reason~~ly be exp~ct.!'ld to cont~nue l+I the case of _a tran9por:tation sys-
tem for Alaskan gas. · . ·. . ·. ·. 
. The .Federa_l ~ower Coinillission rulso heard ~vidence cq:p.c!ir;n,ing the 
@a;Madmn deyiSIOn process on the ,PipelinE}. ThE\Jl,_rg1,.1IDl'lcntft.tion -;focused 
'on·the settlemen-t of native Claims a.loi?cg t.he prOP-lise9,·p~p~1i:r.w ;6ghts­
o~~way:·El Paso ·pointed out the problems involv~di:z:i the settlem'ent of 
·J1ative· claims along the rights-of~way of .Arctic G!!-s ,and .AJc~n. El 
Paso expressed. the !opinion that 'tne ·Govern~~nt<?f .O,~n11:~J~'~ !ailure 
t'o settle the claims coul.d <_lelay a trans-Qan.adian p~pe1D;le :Q,eciS;tO:P. for 
years. · · . · · · · · · · · · · ·' · -
· Alcan argried.that the claims· problem is less-serious along its pro­
pose<;l right-of-way in the souther:p. .Yulmn :than ,along the Arctic Gas 
route in'the Macke~1zie V::i,lley. ·· . . 

The C0mnU,ssion also _heai'd se~eral <;lays. dHe.stim'o:n.y 611 Canadian 
-constitutional 'law: ~El Paso''s -witnesses described the· ·powers ~xercised 
py the Canp.<;li.an proyinces a11d implie~ th.at th~_provin:es coul[i 1delay 
or ·prevent-construction of a•transit-pipelme, or GOU:ld)mpose.mtoler-
able tax burdens. . . · ·. . 
· Arctic:Gas-and Akan witnesses arg:,1,ed.t}1at Gana:dia:n··constit_ujJional 

Taw con:fers·u,pon•.the·Fe'deral-(}overnment of;(Janad~·m:qu\stionable 
authority to implern_en:t' a: decision in ifavor~ b.f a 'tl!aru3lt y~pelme. · · 
i ', r '' ' • 0 o ' ' • 

' . 
'f-'' !RELEV A:NT ··FA_GTOI~S 

Canadian :Deci$ion £!1'oaess 
.·. Tlie ·Government of .t;anatla ~has (been studying ·the proposals :.for 
the transportation '6f Allaskan natura1 gas across its t~rritorv ·Since 
1974. Separate studies are being conducted by the NatH~nal iEnerg~ 
Board· {NEB), the ·Be:rger -Comrnis~ion. :the Alasl)a ·Frflgh;va:v Gn. s 
P,ipeli,i1e :Jnrmir.y)Boar{l, and,th~ Alaska ·Highway (}as P~pelme ·Envi-
ronmental Assessment and Rev1~w Panel.. . . 
. 'The National-Energv ;Bop,rd·Is analyzmg tlu~ .rel.atiO;tShip .of the 
Canadian Ar.ctic Gas. ,·the Alc~>Jl,·,a·:r+d ;the ·¥n:"?lqle,af: ~nne~ts ,to ;Can­
ada's e:hei'gy ~needs: ;T-he :B~r>,r.d ).Il'j.lSt :.<::l,ete:Jimme ,:w).J,e;th~r;\)-nv o£ the 
pipeline proje9ts ar:e:fl,nd ,will.be ~·e!{t.pred ,by~tl;le·-.pl:esen.t,~nd ;f;ature 
public _conv.eme:hce ·and rnecessit:v.. The ,Bo~~d s .finr~~mgs -(Will. be; sl:h­
mitted· to .-the· Gov.e'l!nment qf ,C~nada -fqr ,1ts ;c:o;nF)Id~\'>~.tJO~ m \a!1Y 
July. Tlie Canadian Cabinet may a9cept or reJect .the ~EB s deciSIOn 
on a pipelii.1e·, but may not change it except by legislatiOn. 



~he Berger <;Jommission is looking into th~. social, ~conomic .and 
;e~nr9nment~l. 1m_pact. of t\1-f ,Cf!.nadian Arctic_ -~as ai1<;l )\:i'apleleaf 
P~pe_hne pro]~cts mthe Y "!}h;on and N or.thwest Terr.itorie~: The Com~ 
miSEJion ,relea,sed ~lw :f_irst p!),rt_qf its repor.t qn)\1:;Ly._9, 1977. It iec'olh­
mencled that no p1pelwe be blJ.Ilt across theN ortheril Yukori and' that 
lQ years .eJapse befqre ,a. pipeline. is built ii( t'I:ie Macken~:le ':Ri\7-er 
Valley .. Pa~ II ,o:f. the r¢port, recol1lmendirig :terhis' :l,nd conclitibh~- to 
be apph_e<;l ;mtl).e event that_a pipeline is btlilt, is expected later 'dul:%'o­
the-summer oJ ;~977. The ri,po,rt is :p_ot bind:lrig on.the Governmerit16f 
,CaJl.ada and .dQeS ri-ot a<;ldress ,all the ~actors: which the C~ma(lian 
Governmen,t vyil~_ cm_1sicle:r, pefm~e reaching 'a fi,nal 'dedisioi1. -· _. · ' · 

-~he Alaska H1gh_way Gas Pipeline Inq1~ii·y B~~rd ":'ill re:port mithe 
soci?,l and. economi,q ~spec;~s of the Alcan prqJ ect 111 the southe.rn 
Yukon. The report· is to be submitt~cl to the ()anadian Cabinet by 
August··:J-,~977. .. - .. :. ,, .. -.- .- · ' ·:··· 

, rhe.Alqska Highway GaS;'Pipeline Environ)nentf_il A~sessment and 
-Review ~anel, direc~ed by J:?r. H. M. Hill. is analyzing· the envir.on­
mental impact:ofth~ _-1\.lc:all_ 'project in the Yu{{on: Dr. -Hill's repo'rfis 
-t!'}·be;~n;l;plet.ed bY A-qg11St ~- . . -.. , · •. · ·-' -
. On April 28, · 1977, Ca))'adian Prime Minister ·Trudeali app9inted 
Mr. Basil Robinson' as Northern Pipeline Coih,:p::iissi0ner. '¥r. Robiri­
.so:n. :will_ icopr,<;li~l~te the acti-:i~ies of J~1e ,yariou_s agencies of ~he 
Can,adian Go:v;er±ini_ent in reachm~ a decision, and wl:ll be t:P,e Canadian 
Go;r~_rljmeilt'-~ ,J?oint .9f:cont~ct with the U.S. Gover~~el!t ;as the~~~? 
deciSIOn-makmg pr9.cesses .unfold. . · • . · · · · 
, All.inpu,ts relate4 to ~l;le pipeline dec~siqn reqilil;'ed py -the Govem­

inent of Oan~,tqa ~re exp~~ted to.be at hand qy e~~ly ~ug~st 1~7-7. :The 
.Cana,dip,:ii .pai:]iament is expjjcted to debate.the' p·Ip~~·me Issue m ?trly, 
before the Canadian Government makes Its' 1dec1swn, -_and agam · m 
_Aum1st.:. _ , ____ , . . . _ . _.. ·. '0:'· 

. Cqffin;enting 11#on the. till1ing. o~ t~e. Canac1Iitn.deeu3I~n, Canadian 
Prime Minister Truneau, duriwthis VlSit to vVasl~J.iigtonm February, 
-1977 indicated that Canada w:ould make a determmed effort to accom~ 
.1n()d~te_to,tl;e ~n#~~:P'a.ted'U.S.decisiontimetal;ile.··· ; · · · .• , -

B¢ttlement·of NativeBlaim8 -- · ....... : 
:: It is· the policy of the Federal Governme1it of• Canada to recognize 
the existence oHt native interest in those areas i:&Oanada iwwhich·the 
native interesU1as not:been settled by treaty or superseded. by law. ::rhe 
Government of Canada believes it is desirable to address ':the -nat~ve 
,claims. ~SS'!-le e~peditiousiy' ~mel; i:fatall possible, ·before a >pipeline ~s 
built.-:However, the:Governw-ent of Ca11ada h\)-S never taken.the_posi­
tiori. that it 'is' necessary to reach a settlement before hand. -It IS:~ex­
pec;'ted that .th'e Goverhp1ent 9f Canada. will reach"a decision on the 
t>ipeliii.e isE'me within the antici~ate~l U:E?. ~imetable,· reg:arclless of .'the 
Rtatus of the settlement of native claims: Moreover·; If the Uinted 
States_ and Can~da agi;·ee t'o'ci,)operate;on a. _gas pipeline, that t;tgreerrient 
wo1tld have to be :b~sed on an understandmg that constructiOn can' be 
.carried out expeditiously, Construction would· .not, -therefore, be rdec 
1 ayed bv the :settleinen't of nn;tive. claims ;Wl~ich' covld; H n~cess~ary; 'go 
fm'warel concurr;~ntly. . . ' : ·' - ' ,,.,,,, . -

t. '' ;:·_if·,:·,' 
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Cana.riiri.n. Enri;'OlUnf·nf 
Two pn){ccdure.s for set·king H~\'i<:·w nf an Nl'~B dPr·i:~i~m relat.Nl 

to the gus pirwlirw. ~~~(~6on !3 of: th(' SEB ;\Ct pt•.t:nn.ts rmrt~;'S 
t.o XEB l>J:<.>(:N:dingii to RPJ''~'tJ of linY or ,]UI'liidlc:uon.t<l tJw. 
1<\;du·nl (our! of .Xprwn)s j;f C':Hmdn. ~w;h nppNds tll'i' disf~rd.wna.ry 
for d:;;· Ct>BJt; n ennrt mu:;;t grtu:i· 1\;;n'f' to app\'ll L .An ;lpphe<li:lon r.or 
<ippe<tl mu~.i tJi? filed within f)!W DWD.i]~ of ihe !\J<:H~S ;:tcf{mr, nn1eSS t!li' 

<:oud or a jndge finds thni tl n·um~t Hii('f'" allow >Olllt' longer 
tilll('. One;: lf;HY;:. is m.·antt:<L tlu' :;np<:·a 1 mn,.;j b(; Htt('r;•d witll in no rby:'. 

'N(: ::..n• ini'nnn<:,(Ch\' Can:t:!i<:r! a:ahoriti.t<;< that thPre :"bmld kw no 
phms.ihle <t;:dl~·ng;:; ~o· tl;(· j~::·.i,<h;·ti;>:: oft!!'' ·~EB ;>r ., f'i¥:~;,it;•:nnt 
qrwBt.wn o!y l~1w nn,.mg,:trom .!i:.: ry.·;ot.:;r~n:. ~<'thou 4~ oT. . \.~·,h ;\d: 
gn·e::- tiH> :;\};B hnmd ~U~<·.:·(:l:,;.n :n_ decu:lw;r on applF:ttH>:l:-: (,f plW:l~ 
COB\~(~!lJ('!lC~~ and .H(~('f\SEH V fnl' p~pPiHlPS~ . 

. Jndic•iu l t<•v l<·•Y of S}:B <li'ti<>n wou l:! mOl'!' lib,Iy ll<" soughi o.ndt~l' 
tlm Ful•.>nd (\mris Ad:. rndr·r i'.l::ll tlli· ~EH <;on1d tw <F:'·rl:nnwd 
if it ~;L .. tn oh:-s:'n~! t! .l-'r~w~~Pf:' ''t mtinnd .Ju;;:tiec:·.", ''nct•z,! t1i'~yond 
<r~· ret·:r"r·d to ('Xet·e;..;;:(· lt:': ·p!''~''<:P.o'Uon·. "c~rred m la\Y m ::wkm~· •:le-
r·isinn::;'', or ';li:lf'Pd it:0 <kd,i,m on an f'l'Ton<:·ou~ Hnd.ingof faer 
thnJ it nhtik iH <'t perv(~.l''S<: o:: rnnnncr or without n:gard w 
Uw materia I hdorn if'. 

1Ye nnder~inn<'t that dw (hu:td:nn ;·ourts htYr> ldt :::rt<ni' ,!Jserdinn 
to rhn ;ldn:inh:i hoard. nr hDdv in\·ohT<L ''"~ kn;)\\' (,{ n<:> u:~(' in 
\Yhwh. un S EH :b:·i:e:inn to <l ;.,;::tific<dt' o:f Jlld.ili<: e<mvnd('n<:t-· nn<l 

hT< }w•«l • PlJ"N-tivpl \' l t i<f• N>Prh 
It slwnl;1 .. '.' iw l~o!~,,i· tk1t. :la '" ph;~'PE' collq•nnli1Yc·1~' 

stx·in~e.nt lirnit;.;. ~m sr;mdine tn '·nw. "'e nntl~>r::;Umd t.h;\L in i.~(~nera l. 
l'>nlv • tn Administ n;:LiY;>. can He1:k jndi('l::tl r(•VJ<"W: 
O{ i;·(<PH"" >!"! i'l'; t 
~. r.·t~l~lf:-.__~_:\ (~~.(~n!;~t~·ii.a:n lawt .. UH!- ~~·:~or:~- of ri~-\·ii~-~\: nf NJ~~J~ dt'(·L~inns i:~ J.i;l_r·­
r-ower tLm cun:parahh< of the d<:cL:ions of ll.S. n~g:dntm·y 
.::l C."P' ~ ~· ~ t"';~ 
'''/:. •t' 'J:,:··fi',,.,:.'" ·:: ·.: nn''"l'l'J·.''·l'lt ')f n·n 1:·c>O:: '! ,{,,-.;,;,)'!) ~l' f'l.'''(•'l' ,)s: Jlo t '. ... . C.t.<-. .. ,_ .- ~\.-· A,,.'\._· ·._A. ·""~--t~"-'-· •. ~-•.L· •. {.J.'-• .<.. .( (,";. • • ,1 

nn on·rhud mnh' for :\JHc::l:an ~·;;~, :w fnrthu· p:n1vinci:tl l'i'nnitc: tu·e 
1wprired. I'lw. sneer>'-c.fn1 nJ>pli<·;n:t. wiU he Hni·horizcd fo proi)N~d in ae­
inlirin::r h1nd for fhe pipt•ll:m: t:iu·ht·of-wav thnmfth JH>nnal. 
<:·'ontnl~:'t JH~!.:oh:tions. If · , F·:~d•:·rnl (:ioY<>ntnv·ni 
'Wq) (•:>(P'['('j~F 'f},,, 'f';(tht. of f}<>•Jnhl i-<_} 'l•:c•;;:p•o t !;<··t 'l 

,, • -" .. - ~ '• ';" ~ """ ~ ., •:---.' ' ), · · • ( • · '.· ~- :,•'•·"~•-'·-~- •A.l.O:. j 

can uP onta.rm:o. 
I!nplHneniat ;;:.n, of :l. Cn.nad(nn clf'<:hioa in i'uvor oi a trilll".'Cmadhm 

;;::!It; pipe1ht0 'Ni11 requir•:: a pn·:nlt fron1 til~· DqHlrt.nwni of Indian and 
s·m·tl:<'l'n Afrnir-;.:' to allow JFP ,;:r ft:dera.lh·O\\.'lWd Ja..r:d in the Ynkon 
am] North Wf'Si Tt•rriiwle..;;:, JTovY~o:~-~:r·~ ,it. is ('X}Jed.:·•.l .thn~ i>:~:ua.n{;e of 
sncn a petm:t '<Yonld h'' prn torrn::o. d n f:n·ora.blu dee1swn 1s ru1.dmd hv 
th" Ferkml Gov;~nwwnt of Cnn<~:h. ,, 

The Cailft.d1an procednrt'S for impkmenU.ng R de('}s\on on fhn g::ts 
pipdint~ nppnu· to b<~ cr>mplieat~~d tbm t>l'(•e;>.clnrt'S in the l7nitcd 
St~ttes '"her·1:-. ;::t~l.t<.·· approya]~: nrn required for rh~ht-of-wa:v ~H·mdsi· 
tion, ~xpli.~itation ,o;f y:tin~'ra; re.<,, .. )m·ees, and const!;uction of port ~~nd 
n:~llf'.J~e;lftnn ·faci1}.tw:~. lJr>.tny~: ;'>'IB:ted t,'.l approva.l br lX·zulatory 
ttuthontles i:l.t'<:' J.r:ss ;d;:Ely to f<e.n.H' m CanD.cb !han in tht• f:'nitr•d St;3.tes. 



T}riiiMl Ste~./(;8-0unada~ Pipl'l{ne c!~T!YemJ·nt 
The 'fralb--A bska .PilH:hne _,\.nt hori:t<ltion J .. d of ( Pul.,Jie T ,n w 

1lH--J:-);l) ll-l!thoriz<•.d and reniH'"kd the Pn~::,id<:·ni to (kter-nLine ·whether 
, tJ-n.<Tl:E;l!Fnt of Camtd_{l w•:nJd tK· Y-:illinp; to per1nit~. i eonsu.·:.<<> 

t1ml of pn•d1nes ;::_,•:~·o~·-'- C-i<Bana to eariT o1l and {2:<1.;,. rrom s 
·,\orth Slot}(rto mark(JS in tlw lower -!8 si;lh'S and temtfi and conditions 
whieh mi~ht upp1_v to iinch ~l pipdiw~. In l'<'~pon.:;e tu ()<;ngrr,~-
siomtl mnndnttc·, the J)npurtnwnt of i:-ltai.P. hegu.n nt·gotiui in :l!JH 
\Vhh·h l;><! to the Tr-Hlbtt Pipdh;e Agr•·Hnent i'i~·nh:l on .J:u:lw:·y 
h)$7. 'I'he l'x·esid<,nt s<:nt tlu: ~\grt~>~m(:Jit to the Scrwie on l\Iard~ 
1'?77. fnr ad-,iee und ·~on:<<·nt tn r~:t:itl.:ation. The }\;njgn JJ~·!a-
t ]on:~ Omunit.ie twhl. hen tin~~·"' on ,J mw 7·.1 (177, und mrlrn:t it: ~ 
w be in ,1\Jy. TL~~ ttg!'!~en-writ the fuliowing b~!~:-i'.~ 
eh~ment:~; 

lt eoYCl\~ aH or 
o:f <:~~t(·h. ~ 

It: <·m·er:-'. all 'of lwdr<ic:l.d>ons indndinu· eru<le oiL pe, 
trokmn pro(h:d:o, lH<tnrnl ga"'~ petl'ocheJ.G.ic.:lJ f:(;e!1~tocks and cmtl 
slnr-rit·~:: · 

It :for 
narU<:-~': 
· It · not pro~·kh :for apprnnll rmy SJlPf·iflc Pl''>V>.-.:d,.. t<' 
(·vJl:4rnd: <l tmusit n•·rn"f' tb<:· !t'lTitnn· of E·i! hH' ;-nwd rY. 
but 1t Hlttb;:~ for pos;:ibh• JH'OllJe•Jh, (;n spe<·iflc pi}H)Iil:l,; 

if ure ik>'I:wd ;wee:;';;n'y; 
lt prnddN' n. !!-,_;ru·nl:tl'~~ of tl1rintghpuL by whid: publie anl'ltori· 

ties in.hQth cmmtrii!'o n m pr-ohihitP<L <)xcept undo:· sp;:cii:kd euwr-­
_g'NW\:' d.tetnnstnno~:s, from intxwftTing "\VJJh or impeding hydro­
.~arb(m:; H1ov1ng in tmn~it pipe_l:Uws; 

It p1vddes :f:or non-dis;;r1:mmat<Jl'V b:'?at.nwnt hYdnv~axhon:3 
tr;u\iittbg: ei1h.er· tmrntry·, whkh HiSHlTS that pnhli;:, autJJ(Kities 
in b(}th_ <;inmtri{·>; w\U be prevent!,(! from dl:':('!'ln:thHttlng 
tnm"it pip··'!in•·~. with n·gurd to ta:n~~ and oU!t'r :mmidary 

It n,;;,snn~s ~'in_ howf' tn'aimcnt :for· movinl!:· 111 

tran~it pipeline::: . ·· 
It eonlhms the iurisdid:ion of normal. n~l!:·nJatorv 11nthorities -· 1 ~ ' " . '-·· ~ ·""" 

!YVer trnnsit pipdhws HIK nrqtnr·es tl>elr aetw:n l:m reasonable 
'{ -~ . . . . . ' . 

:w.o. x:on·(J:su:::.n:;HHlWq'; , . , . , . . . . . 
h m·oy;rlt':::. t:n· t>(!rn.t:w!e srmnn2: ot mpelwE~ ea.n::u:1tv :m ihE~ 

<·vPnt'o:t <·m<:rgrw:if:,'on n pt~:·detn:nr;inal G;J.sis; ·' ' 
lt. for· hind.ix;p: <trhit:mtion in tht~ ev(·ni: of disputes 

'shich <.·an not he n~soh"(·(t by negotiation; ;md . .. . · 
It lii of long durn-Lion-----thirty y('1HS~m:td rnav be termi-

natNLafter the (;nd of this period <mlv H ten VPars in'.iin: notke 
1~ .;.: ~y~ '("');Yj u ._. • 
o-~1"{·-'·~ 

TlH' A ,-,·~·c'H!lf•n i 'j:H'OYJ· j.-,.:; 
., .. ith tl;e fl;;w of \1~\:,·iro<·<:·rl;<n~:" 
the Agr·eenwnt spdls nut fhe ·t<>\Hoinn: the npPr~lt1on 1)f pipe-

tarrying- hydroc3.rbon" n·&n,.;Jt ;'olrHuinglP(l wit1l ind!gi'!lOll~lY-
pr-odnm~d hydr(Jearhons. Hot.h tb:· l'nikd aJ1<1 Cnwl.da ret:'O:!l! ~z~· 
that se(·urity of throughput. is a fnndnnl('nt3.l reqnirem<:<ntl and· both 



countries have ma\le. pinding, r~ciprocal cor,nm,itments to non-inter-
ference. . _ · · · · · · · · \ · '- · -' · · · ' ·.. · · , 

:. · The.Agreement does not 'bar real property .taxes b;y either ·provinc~s 
or states. However; urrder the provi~ions of the-British North Amen­
cap ACt aiid_ the te'r:rris of the Agreement, the•pi:ovinces·would be pre­
yente,d Jrom taxing the throughput of pipelines or levyirig di$crimin}L­
to:ry; charges on transit pipelines. The 'Federa:l Government of Canada 
;has 'accepteQ.. the ·obligation' to ensure that the· exercise of the taxing 
pow(jr' 6'f 'the: provinces shall be ' applied' in: a non-discriminatory 
mariner. · ' · .. · , ' - ' · · . .. . ·; . · ; 

.In the United St[Ltes; :Whei~e a ratified treaty becoines the s1.1preme 
Jaw of the land, the U.S. F,ederal Government has the authority:':t_o 
prevent states from discriminating against transit •pipelines and :is 

. committed to do' so by the Agreement. ' · : · ·. : ·. , .. 
. _Whether disqri~inati?n agai_nst a. transit pipeline exists "is de,ter­

-mmed:by comparison w1th,snmlar p1pelnes. The Agre~:rnent provdes 
that "similar" pipelines include both inter~ provincial 1an<;l inter-state 
pipelines and intra"provinciahndintra"state;pipelines,.17,h,i~ qefinition 
:is sufficiently broad' to .assure thfl.t ap. adequate basis :for cpmparison 
can b.e found within the jurisdictions which would be jnvolv,eQ. if a 
:trans-Ganadia:ri.route:for Alaskan gas ·is approyed. · . .. , : 

The hydrocarbons moving through a transit pipeline [Lre accorded 
'the equivalent-of· '.'in '.bond'' treatment Jtmder; the. te:r:ms-.,of ,th,e Agree­
. ment. and may not<be taxed:hy provincial, state;; or ;}federal authqrities 
hi either couRtry. · · · . · ·, . . · · 

The non-discrimination protections contained .in· the Agreme;nt pre­
vent the irripositioh. of ·taxes on .transit pipelines :w;h,ich a;ee·. not also 
a'pp'licableto :similaT, ·non-.transit :pipeliReS. Xhe:r:efO_:t;(j, J:ihe A,gr,eement 
-assureso.th:lt·transit :pipelines 1wiH not .be ta~ed:in .a .. ~i>lc:r:iJninatory 
manner to generate funds :for:the s~ttleTi1ent Ofln_a,ti"'e 1yla,i:rm~. . . 
· The United 'States-Ga.n:ada · ITJransit- P,ip,eline. ~gre.eme;nt ,does not 
settle all issues. ,related to a trans~Cana.dian ;pipeline ·for i~Jaskan nat­
. ural gas. Rather ,d;he •Agreeinent provides ft'tiiclai:p,enta1 1gp~ra:nt~es and 
:a framework for the terms and conditions which ,,vould :pe appli~able. 
'If Canada decides-to.o:(ier.an overland ;route,JMrt]ler di,scu,f?s~ons with 
the Government of Canada will be needed to anf'jwer spgc~:Qc .g1,.w~tions 
<T~lated ·to: fip.ancing armngements, ;J_:)ip~li.-:ne :tariffs, ,e~p,~p.sion of the 
,pipeline:s. capacity, -requirements .for purchfJ,$~l,'lg goo.ds ,and .services 
in Canada, the possibility of construction·delay:s, -an.d ,arrange~nents 
::for inspection. of .the .pipeline. · 

.Fina,nping . . . . . 
· The question of fin.anc~ng .a tTans-.Canag~p.n ,pipeline for Alaskan 
gas- h.as .not beep. ;f;p_rrn~lly iJis~uf'lse<il ,with -~h~ G:overnrnent of Canada. 
J~ ;~Il ove,~:~an,d ):oute is; Ofi.'e~·.ed PJ: Qa:n,_ad3;,. a,n_d. i:f. ,it. is nec,essary for 
either Government to participate m ·finanCing, ·financial arrangements 
c~11ld_,be dealt 'Yith in, a _protocol to the United S~ates-Canada"Transit 
Pipehne Agreement. . · · · · · · 

/11ipact! o.n.[Jnited States~O~nil{li(Jffl, Re,latiom . . . 
:The·Uiiited:States a,nd1Canada:ha,ve _a·lqng·tradition of.~ooperatiq:n 

con mutually beneficial ·projects, su,ch ~s :the Sai;nt Lawr.ence Seaw,ay, 
the .Alaskan High,\;ay, the;envi;eo:wnent.~l ,ele~n, up_()~ the Gr:e11t :Lak.e~, 
and the transpotration of Cana.dian hydrocarbons across the United 
States. A decision to construct a trans-Canadian pipeline for Alaskan 
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~natural gas would be in keeping with this cooperative tradition which 
. is in the interest of both countries. However, both Governments have 
made clear that a decision on the gas pipeline will be made on its own 
~.merits. 

Regardless of the outcome of the gas pipeline decision, a community 
·of interest will remain, tending to draw the United States and Canada 
together. A relationship which is basically friendly and cooperative 
·will continue. 
Canadian Transit Pipelines in the United States 

M0st of Oanada's oil and natural gas reserves are located in the west­
·ern provinces of Alberta, Saskatchewan, and British Columbia. How­
.ever, energy consumption is greatest in the industrialized, eastern prov­
inces of Ontario and Quebec. 

Canadian crude oil moves from the producing provinces in the west 
to the consuming provinces in the east via the Interprovincial Pipeline 
System. The two branches of the Interprovincial system transit the 
United States; one north of Lake Michigan, and the other to the south 
of the Lake. 

Canadian natural gas is carried from west to east via the Trans­
Canada/Great Lakes Gas Transmission system. The system transports 
about 300 billion cubic feet of gas per year across the United States 
to markets in eastern Canada. In addition, TransCanada/Great Lakes 
delivers Canadian gas to U.S. markets in the Midwest. 

Imported crude 'Oil is carried via a transit pipeline from Portland, 
Maine to Montreal. In 197G, 300,000 barrels per day of crude oil were 
.delivered to Montreal through the Portland pipeline. 

CoNcLUSION 

It is the conclusion of the Task Force on International relations that 
:a viable option exists for the transportation of Alaskan natural gas 
across Canada, provided that the Government of Canada offers an 
overland route across its territory. A trans-Canadian gas pipeline 
would benefit from the protection afforded by the United States­
Canada Transit Pipeline Agreement, and from the long tradition of 
.cooperation between the two countries. 

Canadian constitutional law provides clear authority to the Federal 
Government of Canada to make and implement a decision concerning 
.a transit pipeline for Alaskan gas. In addition, the Government of 
Canada has accepted the obJigation to ensure that the exercise of the 
taxing power of the provinces shall be applied in a non-discriminatory 
manner. 

The Task Force a.Q'rees with Federal Power Commission Admin­
istrative Law Judge Litt that in light of the history of successful co­

-operation with Canada in other areas, it is reasonable to expect the 
·Government of Canada to act responsibly in the case of a pipeline 
. carrying Alaskan gas. 

'The Task Force further concludes that regardless of t1he outcome 
of the gas pipeline decision, United States-Canadian relations will 

... continue to be friendly and cooperative. 



REPORT ON NATIONAL SECURITY IMPLICATIONS 

INTRODUCTION 

The Federal Power Commission "Recommendation To The Presi-· 
dent, Alaska Nat ural Gas Transportation Systems" did not include 
a statement on the national security implications of· the proposed 
transportation systems. The Department of Defense (DOD) pro­
vided a study which addressed that subject to the Department of 
Interior (DOl) and the Federal Power Commission (FPC). Both 
agencies included the study in their evaluations of the proposed trans­
portation systems. The following report summarizes the considera­
tion given to national security during the review and evaluation of the 
three proposed Alaska N at\1ral Gas Transportation Systems. 

CONTENTS 
A. Principal Elements 

1. Department of Defense position on the national security implica­
tions of an overland Alaska/Canadian route and an Alaska pipeline/ 
cryogenic tanker system. 

2. Summary of DOD testimony given before Federal Power Com­
mi!Osion Administrative Law Judge Nahum Litt presented by Rear 
Admiral C. Monroe Hart, Director f01; Energy, DOD. 

3. Defemibility · 
(a) Peacetime-Internal security responsibilities of each 

nation. 
(b) vV artime-

(1) If both Canada and the United States are involved. 
(2) If the United States is unilaterally involved.· 

· 4. Vulnerability · · 
The consiclerecl effect on national secudty if no gas ·transportation· 

system is approved. · · · 
B. Sum.maPy of the position of intePested pctPties.before the FPO 
0. Federal Power 001nmf,ssion conclusions on the implications to na-
tional security · ' · 
D. OottiAusions. 

DrscussroN OF PRINCIPAL ELEirENTS 

1, THE DOD POSITION QN NATIONAL SECURITY UIIPLICATIONS 

In accordance with Public Law 93-153 the Secretary of the Interior 
submitted a report to Congress 1 regarding the feasibility of two sys­
tems for transporting Alaskan North Slope natural gas to the con­
tiguous 48 States. The DOl report covered the results of a study 

1 Alaskan Natural Gas Transportation Sy,tems. a Renort to 'Congress Pursuant to.Public 
Law 93-15(1, U.S. Department of Interior, December 1975. · 

(155) 
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predicated upon an analysis of two hypothetical competitive delivery 
systems similar in certain respects to the proposals of the Alaskan 
Arctic Gas Pipeline Company, which would traverse Canada from 
the North Slope to the northern border of the lower 48 States; and the 
El Paso Alaska Company, which would traverse Alaska to its south­
ern coast and~then continue via liquefied;nnhral gas (LNG) tanker to­
California. 

The DOD submitted a study to the DOT for inclusion in the report­
whi?h· addressed, the national security implications of these two hypo­
thetical systems. The study ~as prepared by the Joint .Staff of the .. 
Office. of. the Joint Chiefs of Staff. This study ~as the basis. :for the 
NationaL Security Section (pages 170-172) of .the DOl report. The· 
conclusions. or t]J,e DOD shidy, and as r'effected· in the DOl report,. 
were that "analysis of military. factors alone would not inflicate an· 
overriding preference for one ronte·over the other." The DOI report. 
further concluded that, " ... where a :foreig1i .c<imntry is involved, it 
would appe.ar that the.nonwar security risks may ,be greater." These­
concltlsions were reached prior to submiss~on of the .f\.lcan Trans­
Canada route proposed by the Northwest' Pipeline Company. It is the· 
opinion o:£ the DOD that the evaluation o:£ the national ·security 
factors related to the hypothetical Trans-Canada route is· equally ap-
plicable to ,a route similar to. that proposed for. the Alcan route. · · 

. r . ' , , ' • ''. • , r . ~ : ' . ' 

., . . '.. . . : •. '· i . . . '' . . . ' 
2. SUMMA·RY'OF DOD TESTIMONY·BEFORE THE FEDERAL POWER COlinHSSION 

The])()[): JDireCtor :for·Energy, Rear Admiral C. Mohroe Hart:in 
testimol'J.y:before the FPC Administrative· Law Judge Nahum Litt, 
validated for the record. that the national security section of the IDOl­
report to Congress was provided by the DOD. Admiral Hart was ex­
amined; by Judg·e Litt; dire~tly examined by l\fr .. Heisler,, &Ii FPC 
lawyer; and cross-examined by Mr. R. Clyde Hargrove, representing 
Alaskan Arctic Gas Pipeline Co., and by Mr. ·w-illiam Wise; reJ9resent­
ing'E} Paso Alaskar Co .. Tlie examinations by these· persons were con­
cerned with tlie· relative ease- of protection· o'f· the· .two; transportation 
systems and in that context addressed both military and civilian law 
enforcement, their, availability and: probable use in· peace· and war. 
Also, the key points of system vulnerability which• would offer the 
greatest potential for maximum. clisruption.to· system operation were· 
discussed; these were : . · . . . . . . .· . 
· . 6z Y Typical' points at 'w liicli · concentration' ·of; pipeline or facilities 

would offer the greatest attraction and opportunity for greatest crip-. 
piing damage such as : · · · · 

(1) The Yukon River crossing, in Alaska ~]1ere both gas and 
oil Jines will cross the river on a single bi-idge. ' ' 

(2,). The gas· liquefaction plant. on- Prince vVilliam .B~Jiy., 
(3) The paralJel crncle oil and gas pipelines through Alaska. 

· (4): The Prudhoe• Bay' p'rod'u:cing fieldsi and 'the gas•·ancl: oil 
· processin&:plrnnts.. · . · · · · · · · . · · · · · · . · 

(; r(5)< Th~··le:Ilgtlr Ot the gas.pipE\line in Northwest.Cana'da. which· 
· .... would: be n:rove difficult· to· patroL It: was ,1iotecl that threats• of· 

sabotage against the Alaskan Arctic Gas pipeline have- already 
·.·been:·ma:de. · ··· · · · ·.. ,.. ,;, ·:,··· · · · .-:· ·.. · .. -~··. 

" 



157 

(b) The relative difficulty of provi~ing protediori for. key roin~s 
such as the above examples was exa.mrhed and the fbllowmg ci.·1tena · 
were considered. : 

. (1) Points of concentration such as the Y1Ikon R~ver cr?s~ing 
and the processing facilities at Prudhoe _Bay and Prmce W1lh~~~' 
Sound offer attractive targets.for terrorists, saboteurs, para mlh­
tary groups and wartime attack, but they also offer the greatest 
opportunity for concentrated protection. . . . . 

· (2) Reniote portions of a pipeline, particularly those portions 
through the northermost sections of Northwest Canada, offer 
an attraction for destruction because of the difficulties of restora­
tion clue to long distances for transportation of repair equipment 
plus weather and physical limitations of access. However,. ~or 
similar reasons the successfUl completion of an act of destructwn 
is· also much· more difficult to accomplish in such re!Ilote and 
environmentally hostile' areas. 

(3) 'With regard to the p1'otective forces which would be avail­
able in peacetime and wartime, it is considered that in both the 
United States and Canada peacetime sec'L1rity will be provided by 
company surveillance and inspection and by the normal law 
enforcement organizations,·· and in wartime these organizations 
would continue their service with military assis'tal'ice as needed. 

The testimony and examinat~on clicl not alter the coriclm;ions of the 
DOD study on National Security that an ana1y'sis of 1nilitary factors 
alone would not indicate an overriding preference· foi· one route over 
the other. 

3. DEFENSIBILITY 

(a) Pea'cetime-It will be the responsibility of each nation'.to·pro­
vide internal national security for' those pottioris of the Alaska: natural· 
gas transportation syste!n and facilities within its 'borders. It is ex-, 
pectecl that the security provided for the Alaska natural gas system 
will be no· different than that currently provided for oii and gas 
pipelines now operating in botli nations whete the companies which 
own and operate those systems provide for their day-to-day security 
and are dependent upon local police and law .enforceme'nt officials for 
additional protection when necessary. · · · 

(b) Wartime- . . . 
(1) If both nations are involved. 

·The. established Canadian-United States defense arrangements for 
the North American 'continent are predicated up'on mutuarl defense 
thrmigh bimitiona;l coordination. No specific . civilian insta11ation' m• 
locality is singled out for added ·protection, only the umorella;:ofcon­
tinental military defense Will normally be provided. If necessary,. 
military' assistance would be furhish'ed ·in support of the normal com­
panY: and localpolice and law ~ilforcerrient organizations. For example~ 
no unusual ml'htary precautions were taken for the United .States 
ow~e'd and operated Haines-~airba;nks Alaskan ]i>etrolefiffi,pipeline.· 
durmg the Korean War, 295 m1les of which traverse .·Cailiadiam 'soil. 

(2) I:f the Unite_d States is unilaterally involved. · 
Canada and the Umted States are bound together by tradition and 

treaty and have a long·record of close cooperation in national security 
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matters .. Materials are readily available to each country under normal 
conditions. It is considered that this long~standing cooperation would 
continue to exist' and all materials normallv available would continue 
to. be available from Canada as a matter" of mutual need, friendly 
cooperation and-treaty obligation. · 

4. VULNERABILITY 

_ National security rests heavily upon readily available energy from 
secure SOlirces and the growing dependence of the nation upon im­
ported oil from non-secure sources poses grave dangers to national 
security. Oil imports now amount to approximately 49 percent of the 
total national petroleum consumption and the addition of the Alaskan 
riaturaJ gas to the national energy matrix will help to minimize the 
current requirement for imported oil and reduce that dependence. 
The completion of a transportation system. for delivery of Alaskan 
North Slope natural gas to the contiguous 48 States must be con:siclerecl 
an important national security objective. 
Sumrnary of the Position of Inte1'ested Pm•ties Before the Federal 

Powe1' Oo1n1nission · · 
- Representatives of the Alaskan Arctic Gas Pipeline Company, the 

El Paso Alaska Company and the Alcan Pipeline Company appeared 
b,efore th~ Federal Power Commission. The positions of the first tvv;o 
companies regarding national security were as described iri Discussion 
paragraph 2 above. Neither they nor the Alcan Pipeline Company 
disagreed with the Department of Defense position on national se­
curity as described in Discussion paragraph 1 above. The consensus 
was that the problems are primarily systems related and that danger 
due to hostile acts is_of concern but is considered to be less likely to 
disrupt pipeline operation than system.failures. 
F edeTal P owe1' 0 o1wmission 0 onClusim~ on the bnplications to National 

S ecu1'ity · - . -
-· The study on national security prepared by the Joint Staff ·of the 

Joint Chiefs of Staff, as it appeared in the Deci:miber 1975 Depai'tn1ent 
of Interior· Report to Congret;s, was incorporated into 'the evaluation · 
Of the Federal Power Commission without objec;tioi1: - · 

CONCLL[SIONS 

· The growing dependimce of the nation upon imported 'oil p~'esents 
a grave danger to the national security. The additimi .of the Alaskan: 
North Slope natural g·as to the energy matrix o:f-.the nation can help­
reduce the volume of imported oil requirements and thereby contribute 
to an-improved national security posture; The completion of a trans­
portation system for deliver.y of Alaskan North Slope,:aatural:gas to_ 
the-- contiguo'tis ··48 'States must· be· cm1sic1erecr an 'in1portp,nt1 iuttional­
security objective. Of the three transportation systems pi·oposed, there 
~s no overrid~~g preference for one ro1ite over another when analysis 
Is based on m1htary factors alone. · · 

.. '' 
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REPORT ON FINANCING AN ALASKA NATURAL GAS TRANSPORTATION 
SYSTEM 

(July 1, 1977) 

ExECUTIVE Sul\Ll\IARY AND CoNCLUSIQNS · 

The Alaska Natural Gas Transpo.rtation Act of 1976 ·("the Act") 
permits Executive Branch Departments and Agencies to comment 
upon the Federal Power Commission's May 1,_1977; Recmrvmenda­
tion to the Presidr;nt. One specific subject appropriate for comment 
under the Act is ·"::;ources of financing for. c!l!pital costs}' 

The Act also requires the President tci submit .to Congress "a fi­
nancial analysis for the transportation system designated for ap­
proval," along with a determination of whether he "reasonably 
anticipates that the system designated by him can be privately fi-

. nanced, constructed, and operated." 
The following Report on Financing Issues is submitted in response 

to the above statutory provisions. The Report was written by the 
Department of the Treasury (the Lead Agency) with the direct con­
trilmtion of other interested Federal agencies. Pursuant to the Act, 
the views of all interested Federal officers and agencies were solicited 
and have been incorporated into this Report. 

The basic issue addressed in this report is how each of the three 
proposed projects cmtld be financed. The sources of funds available 
are therefore identified . 

. The principal conclusion of this report is that thm'e is qood reason 
to anticipate that cun economically viable system to transport natural 
gas jPorn Alaska to the lower 48 state8 can be privately financed­
that is, without Federal financing assistance. A private financing, 
however, will be difficult, if not impossible, to arrange without prior 

, 1'q~9~u~,~f!n, qf q-·1W'fl~ber: o.f. issu.es .. ~n fact, the,a,ctuaJW\:_elihood.that a 
. phvate financmg may be accomplished can be determmed only after 
these issues have been resolved. 

Ccrt~in o_f the unresolved issues directly affect the economic viabH­
ity of a transportation system, and, as such, the willingness of the pri­
vate. sector to invest in such a project. Other unresolved issues bear 
upon what party or combination of parties would assume the unusual 
risks.prerceived to be associated. with the construction,of such a system. 

The most important issues that must be resolved before any financ-
ing can be. arranged include: . . . . 

1. The mechanism by which the wellhead price for gas is 
deterni.ined ; - · ' · 

2. _The method by which gas will be priced_ to the ultimate 
consumer; 

. 3, The authorization_ of a sufficient flow of g·a,s by the. State of 
·Alaska;. · · 

(159) 
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4. Negotiation o£ sales contracts between gas producers and gas 
transmission companies; 

5. A determination of the rate of return that the Government will 
allow on investment in a transportation system; 
. , .6 .. F0r~a~t9n o~ .a. :6-nal ,co11s9rtium qf equity ~:p.v~sto;r51. il]. t~e 

project ; · ' · · · · · · · ' · · · ·. . · · . . · · · · ' · · · · · · · · · · · ·· 
7. Determination of the extent to which benefiting parties (includ­

ing the p~oducers o~ the ga~?,the S,tate:of. Alaska, and gas consumers) 
will provide financmg support to the project. 

As stated a;bo,v.e, .there·i.s good r~ason to anti.cipate that, once these 
issues are . resolved, an economically ·viaJ:>le Ahiska natural gas 
•ti'ansportabmi' ·system. co.uld be .@anc~cl. witlwnt; Fedei:a,l: finai_icl.ng 
assistance.: . ,:·,;:··· .. / "' :· _ .. ' . .,, ;·. ,, 
The Federai GO.i/irnme1ii ha.s the· q})ility~ to res.o7AJe. a n,um,ber _op;the ·' ·. 'issues:: ·. •·' ·: • .;. ' · ·. ,. · ·· · · · .. · .... · ·. ·.,., . 
. . 'fhe ;r~pqrt B,is~'uss~? _h9~ tl1~ r;e,sol:utioh pf thes(is~l.Jefl'w_oJlc;t,' :ttfe6t 
t4~ p~ewl1 fW~~ceaJ;>~ht:y of an ]\l~_s.lptn ga,~. trap.sJ??:rtatwn. S!Y,~F~.z;n 
,andj;hyr~by a,ffe~~. the, peed for ]_'e<Je,ral fip.ancnfg ass~.~ta:r;t~e .. Th,~ -~~1?-
cussion on each Issue IS summanzed ·below. ·· · · . 
: {' 'ine''prihe 'giu! 'producers' wi~(re~eip~ for }he)J~ (the "f/.e~~l 

p,ri~e':) ,.--:-;The ,Fe.9.E(:ral Po,ver Om11¥,1issio11 i.s purre11tly 'ryE]pon,si]j~e· for 
establisp.'ing ~-field price~ ln its Re'cqrrvmendfttwn to the' Pre's~dent; th..e 
QmmiJ.~~s.ion, :ilqtec;l that'. prompt ;establi~l).1nel{t. of th~ .fi~ld. PJ~cy ; of 
A.1ask~n ·~as')v~p)ll1P0:dant, bu:pp,P,ate t~e_Gm11r,ni~~ioii Ji~s:p.ot.:qJ~~e 
a,nY .. l_)\ib}ICl:y ,l\.nn?un,cec1, move~ to .. estab~Isli th~, pnce, ,_The)\.~IflJ?;IS­
tnihon'~ selectiOn of ~1?- a9~epta:~le I~~th~dology, tor d,(3t~NID.PJP,.g, tl~e 
field pnce ~PlJ.ld,faclhfat~ -~ financmg. _ , .. , · ·,_ .. · 

1 
:·,; , 

2. '[{L~ pnc;e gas const.tmers 'would pay for A1askan gas.-Two meth­
ods of pricing the gas _to .the 1tltimate consum,e'f w~re. ~ugg~st~q. :W.'.~b,e 
Federal Power Commission: · . . . : · · · ,·' · · · · ' .. , · 

·(.a), ".'i'ope¢~iii/' p_J;;,Ci1ir/.~ which ave~·ages the cost o! Ala~Ji~n ·ga~ :with 
'tJiat'ofgaSfi·Om6thei~.s6iirces,·ahd . · ··· ._, · ' '. ''· , ,., ,· · ., · · 
, , .. {b)'.' ~\irv)/e1n;e1ili.(l"" pr\fcing, . under. W hicl} Cb,:r,\(llfll~r:i>': pa J \ 'fJ~e inll 
.~H~rg~p;~~ .ci?.st(l. ~sso<1~atecl, .with. ~rod#ciii~ an~, tpan?pottiJ;ig .A,l~~~an 
o-as~· I . . ' ' "... [ ! ' , .- ' . ·: . . · ; . . 

b;·A :th.if¢1.' ·~Pl?to~~l:l ,'to .. J.:i:r~cii1g, 6'£, g;a~· in. generil;f i~ i<J,en~Weq.')!l,the 
.Administration's National' Energy PJan,,. w;hi,c!i,' cm;nbine$ ::ti>Pe¢t~ 'of 
p_oth. P?n.e;r·;in .a~cl i~<:v~we~~t~l ,pr:ici,n,g~ :A49rr_ipn RY th~ . .f\..<frpi!listra­
twl~. of. ','r()~lec~~-~n'' .J),~Icm!S .fo~ A~a,~k:a,n gas: :'Yo:u~~ . g,o ,f~rth_E(~t. ~o 

! f.3;Qlhtat~ i firift:rJ-Clqg .. Fhe t:ral].Sl_)QT;t:,tt~OJ?- SY,~t~IT1· 'fh~ l a pprq~,c:IJ.: .r~;co:m.­
:w~n(ie,c~ m .t.}~t}. N atlqnal .~nergy P~.~p. c.oul(;l. . gq _e.qlJl:J'PY J~r #.the 

.. 4\fmiriistr!ttioii p,rop.e:dy .. stn1-Rtur~.~ th~ n+:~cil).g.m~9h~:r:1f8tn ,cqp.tP,:ii),ed 
~n Fl:l~t,aPP!fl!L,ch, ~uHy ','m~r~Ifl-~1lt~~": Pn~wg woufq. :rn~k~ ,tP,y :ffn11nc-
In,g more difficult. . .. : . .,: .. · :, .. , .. ,, .,,1 , .... ·, : 

_ . 3 .. ,A pp,rova.l; ()f sq.Tes
1 
;C(Jn.tracfs.-{J::ne · FeSJ.,e!'a~. f:?1Y,er,, Qom~n~ss_i!on's 

authonty to approve sales contra·cts allows It to cond1tlop. .!tPPl':<?Y~l 
':upOJ,l<.fo~matiqn; ,qf ,(1 l~rge. • qregit:w<;>,rtl).y, SpRnE)qr~;ng copsortium. 
Spe~ific dii·ecti~n for.s'uch action froin.the President would f~t:ci!1t~te 
.~p;qv:ateJil}:a~qn_!g._' . ;· .,, ' : ';,·· ::.. ;,. r;:::::r. ·:,., -;;'' : 

4. Rate of return.-Government approval of an adequate. ht,te ,of 
return on investment in the proj.ect would facilitate a financing: · ·· · 

5. Consumer participation in ~he financing.-Finally, ap-proval by 
the Administration of a method to allow consumer participation in 

---- ------------------- -----------

.. 

.. 



" 

• 

161 

_-the' financing would :facilitate· a financing.· Consmi1ers could • partici­
patei.by securing the· project's debt through a tariff that w.ould be paid 

·· uhder ·any circunistances. · . · . _ , , _ . 
i :, ,.,,, 0 

", •' : ' • ' ' !1 : • ' ' I 
00 

The Federal' Poiuer Commission Reomnmendation to the 'President 
1 

.. In it~ :May. l'r.~'co~unendati6n,, the Fede.r:al: Power C~mwiss1o;ri found 
that the private benefits of a systew ~re :;mbS:titn,t.iaraJ?-~1 did not rec.om­
'lnend Federal):j_;r,li.nqi:qg assis,tanqe for ~P- A~aska.n gas t.r~u;1sJ?.ottation 
system. It further outlined financing methods under which the Coni­
mission found the project's risks bearable without Federa'l '-financing 
assistance. · :r - • , · ' - - '. . · · 

··The; Cornriiission. broadly. illustrated two- financing pla·ns~the. first 
pressing oil companies. (who will pr.odU:ce the gas) to help :sponsor 
the ·pr?ject\ and· the' second requiring,consumers to participate in· the 
fi-nanCing. - . · • · • · . : · · : . . · . - -· ·. · . . -. ' · 
· The- most imp(n·tant :aspi3ot of the :Oo'l11Jl'iiission's Reomrimendation 
was its apparent: .w-itlingness :to ,place. substantial financial· .risks ;On 
gas consumers i£ it is -ultimately found- necessa,ry~tha-t is, :if i suqh 
groups as gas pipeline companies, the .gas ,producers, ·and,-the ,Sta~e 

·of .AJaska together a:re unable to-. fully secme the prQjechlebt. • .: 
.·- The·:discussion of financing in the Commission~s Reoonwwn{lation 
• was ·general and theo;retical; it lacked a detailed financial •analysis •of 
capital·mar]{et capacity ancl an ,analysis ,of. the :fina:ncial eapacit!}' of 
.the·potential::project.spmisors. . . , ' , . · ·, :· 

While the Commission. did not resolve-any rnaj or issues ;in its Reoom­
-mendation, it iii' no w'ay Testricted the President's decisiomin rega:rd to 
·the :financing. The .net ;uesult -is th_at. alL options .for. ,fiJ:~anqing .. of an 
- Alaskan gas· transportation system are:open~ .. ; , :, :: ,., · . : ·: · : : :· ~ 
· Finimding Witho~t't F'edeHil Financing Ass_istanbe ·• · · ·. · '' :· .. 
:; . ; As nqt~d;_'tli.'e'r(\po,rt:co:nclucle~,ti1a~ tlie~e is gooilre~so;n w~l).tiGil':)ate 
a private financiqg ·q~ a.n econqinically v~able h:ansportatio:O.' Syptem . 

.. , The 'a'na):ypis sho~s that' ~he oG,pital_markets do hrivi th'e c(r,p(l'oitj/'to 
. S?fPP.l.Y. .tlw, . bqfiC. funds, ,teq,V;ired, b.i; .. qny :.d [~h,e ·_· ~'IJ,r,~~ .. P~~jer,~~·: }'he 
analysis also ,shows that .the oapamty emzsts ~n the p1:wat~ sector .to 

.. fincinoe 'Cin'y' oft he' p1;'opo8edpro}eot8,' ' ' .. , ; 'I' r ': ~' : ! •' ~ : < ' • ·. 
The report. contains a financiafanri1ysis' 6£ tl'ie:tapa,'city ofthe ptivate 

parties who would benefit directly from an Alaskan gas transportation 
S}\-sterp.-to,invest directlyjn-or.otherwise assis.~>the finan.oingro:f ~ sy,stem. 
The potential direct ben.eficiaries are identified-,belqw::·: : ', · ,-,':, i 

.· : l,, Gas transmissi,on ,Wt1,d~distri.bution oompanieA".,...,.,....Th.e· analy,sis co:n­
.cludes. .that; a epps0rtj_nm com posed ~:If. those eom,pan~es, ~l;lat h~1:~ show,n 

.. .an -intflrest .in .a .pxoject h~ve.a't1Pp,le capacity to. p~ovide the eqp:ity:por­
. tion .qf, ,an:f· ,oJ, the [>l!9P9Sei:\ projects .. ( and, :hav~: sufficient qapacity; rto 
provide the equity even in the event of 80% cost overruns) . ';r;his-,con­
elusion even assumes there would be no payments made .by poten,t!~l 
co:nsull,lers d~ring the cons.truction period: ·, · · '. · _ · · · ··. ·. · ··' '·~' · 
' ·2; The gas _produc~1's>-'-The:producers' '(·essenti.al1y·_three majbt o.il 

'companies-:-Exxon·,- cA.tlantic ~Richfield, all:d Stil,n'dard Oil 9f Ohip) 
stand to benefit''handsorrteiy !rom the sa~e of't11e~r gas, •and ~\ich ·s~le 

, require~ -~ transp01~tati0n' syste:m. · · < : : : : • '-' ' ' . ' ' ! .. \I '. ; '. : : 

·- ':I'hese ·comp:anies clea:i'ly: have -the ·financia'l: ·capacity_ to S1JPPciii the 
. fihancihg of a gas 1tramsportation-systeni. . : ' .. ·... . , 

· ·: ' ! :' , } . ' ~ 1 ; • • : ; 1 , • 
0 
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·.:. 3. Th'eState :ofA:laska.'::-'-Alaska. will .benefit from royal.ties.o.n the 
! sale of 'the gas, the construction acth,ity.'itse1f, and the availability. of 
the gas for industrial development in the .State. Revenues accnung 
to. the. State. from. the production and sale of oil are being channeled 
into a fund dedicat~d to Alaska's future development. Such a fund 

·gives the State sl1bstantial capacity with which to Slip~od:: a financi~g. 
4. Potential gas comunwrs~~Consumers could provide a substantial 

source of financial support for a transportation system. 
·Financing Alternatives 
. The .report discusses four distinct financing altei·natives. · . . 

1. SzJOnsor. Gua1·anteed Financing (illustrated in the Federal Power 
· Commission Rec01mnendation to the P1"e8ident) .- The analysis con­
cludes that a traditional financing guaranteed iby gas pipeline com­
panies and the State of Alaska, while preeminently desirable, wo_nld 

:be difficult. to a,rrimge. The gas transmission and distribution com­
. panies d(n1ot have sufficient financing'capacity to underwrite an: entire 
; project. w e1'e the gas producers to participate substantially in the 
·financing, this alternative would be viable. · · · · . · 

2. Con.sumer Guaranteed FinanCing (also illustrated in the Federal 
·Power Commission Recommendation to the P1'esident) .-The anal)rsis 
:shows that gas consumers have the capacity to guarantee the debt and 
-equity financing, thereby reducing the financing costs. However, this 
alternative presents important questions of public policy and energy 

-fii1ancing policy which remain to be resolved. . · 
3. Mimed Spomor and Comumer 'Alternative.-The report con-

' eludes that participation by all the potential beneficiaries~including 
gas transmission and distribution companies, the gas producers, the 
State of Alaska, and. gas consumers-would form the most equitable 
and practical aproach to financi1ig a transportation system. One feasi­
ble method woulcl be for each potential beneficiary to guarantee the 
debt of an identifia!ble segment of whichever system is designated. 

4. Federal Financinq A8sistance Alternative.-A number of 
methods by which the U.S. Government could assist the financing are 
discussed 1n the report. None is recpmmended because F~deral financ-

,. ing: a$sistance was.founcl unnecessary. · 
. Canadian Issue 

The two trans-Canada projects propose to raise' stlbstantial funds 
in Canada. The Canadian Department of Finance thns far has opposed 

··governmental guarantees for a project~ If ulthnately a trans-Canada 
· 'fou:te is selected and governmental debt guarantees are found 'neces­
sary, the nature ·and negotiation of those guarantees will pres~nt com­
plex .·issues· requiring close cooperation with the. Government of 
c~~L · . · 
Feder~i FinanCing· Assista1we . , . . . . , 

·. In· gene1eal, capital is allocated. and ntilized most efficiently when 
its movement is subiect to the disciplines and the profit incentives of 

. t?e ma~ket system, Thus, if energy or other government policy imper~­
tives d1ctate that Federal financial assistance. be .provided, the degree 

· of Fmch assistance r?_hquld be ,the minimwin necessary to achieve. 8uch 
polimt objecti1Je8. Also, the financial assistance shonld ·be provided 
in a manner that will facilitate, rather than impede, the operations of 

.. 

- ------------------ --------------------------



--------- ---------------------------------- -------- -----

163 

the market system. Finally, the intm·ests of the tampayers granting such 
assistance must be vigilantly p1·otected and taxpayers should be ade­
quately compensated for their fmancial support. 

I:f overriding energy policy and credit market considerations do 
dictate that government assistance be provided for the Alaskan gas 
project, care must be taken to offset the serious possible consequences 
of Federal assistance. One serious concern is that Federal financial 
assistance will create subsidies which may cause an underpricing of 
gas and a misallocation of scarce energy and economic resources. An­
other serious concern is that assistance by the government in this in-

.. stance will set a precedent which will make it difficult to find willing 
parties to support other large energy projects without government 
assistance . .Such a precedent could have long term adverse conse­
quences for the national economy. 

Even if Federal assistance were ultimately found necessary to 
finance the project, it should not :be provided in lie'/Jj of risk bearing 
by other parties. Direct beneficiaries of the project shou.Zd remain 
obligated to bear the pro.iect risks to the largest emtent feasible, and 
any taxpayer risk should be residual and subordinate. 

I 

I 
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NATIONAL l):NERGY BOARD, OITA)v A, CANADA, 

F:Ac'r Sn~ET REGARDING NATIONAL E~:ERGY BoARD DEcrsroN ON :n~E · 
· NoR'l;';HERN GAs PIPELINE. AErLIGATIONS · · . , , , 

' f~1e Nationil :E~~rgy~o~rd qn 4 July. i~71ri~eh~isecfit~ deci~i6~'~n· 
• the: NoJ;"therni Gas :P~peline Applic:;atimi~. ·~he £ollo1viiig,in~orwatioi1 

coricel;I1ing the '!unctions and responsibilities ·a'£ .the Board; . .th~ 'Appl~": 
catiol1~ and the Board:s Findings,. Decisi(nis ai1d Recommendatiorrs is· 
pr,ovided £or e~·se ohe£erence. · · . , .. · 1 • · , : • . • •• , , . • : .. 
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THE _BOARD , ! I ·, 
I I , ~ I , 

! ",. ' . :. ,_- ,_ i . ; .. . - " ·. . . ·.'!' •' ! . -

, · Tlie' National Energy Boa~:d-NEB' or Bciara:..c.:.js an ·agency esta:h-
li~lied1_ by -1~gis1ation _by' the (iove~:rirrreilt of Cai1a'da: .~~~lac'tea · iif '1~59·. 
The agency conSists6f nine full-time niembers and' a.staff O'f sorile'325' 
employee~; ainhrik whi:hh ·are ehgineel:•s·,. enviroliiii'~iihHistsj· econciiriists;· 
accoi:intants, la-wyers [did other'speciiilists; who act as' advisers-to the' 
B6ard.·· · · .-. : . • · ·· • ···!• '·:-.,,. -· · ,,,,, __ ·:·!· 
- <the Board's 't'espon_sibili~y is.'t<{C()ritrol ani:1regul'at~ c~hainasp~c~s 
of 'the energy industry in Canada' to ensure· that the p1iblic inte1;est is. 
prote,cteq. at all times, It does thi;; by the. issuance of certifi1c.ates ,of' 
pi.lblic •co'nve:hieric'e'.arid necessity which authbriZ'e.'the 'coiisttu6tioii aild 
O.p¢,rat'i'oh or 'interp'roV,iiicial and il1:thi:i.ation:al t>ipdline~. and ili~riria> 
t,ionaJ -'power' lines and'by th'e issuailce o~_lic~ilses for ~lly export df oi~, 
the·' import and ·export 'of na:tural gas and the exiJ'Ort of, electricity~ .. · · . 

No pip~li~e can be b:uilt or operated iT~ Canad.~ aC!'oss :ptdyinci~l.or 
intei'iiatimial bou::ridaries uhless a certificate''has been isstied by the 
NEB. The c.e'ttincate b'ecofues e:ff~ctive only ~vitlt the apptov:al ·of the 
Go+ei:>noi"iri CounCil. . . · . . · · · · · · · · · · · · · · 

.· Be~ore:· the. B.Oatd' reaches· a 'd~cis:lo:ri cin ariy·· ii1ajor pipeline project~' 
it holds a :rhiblic ·hearing to e:X;amin:e the ptoi:>osal and' to a'fford: an 
opf>ortuiiity for' thbse'found to be interested J?~:il'sons:'lhider tli€l' NEB 
Act tb'tak:e part in; adduce evidei.ice; ahd argue their ca~e ·or· otherwise 
Iilake submissions.. · · · · • 

THE APPLICANTS 

- Dl.1ring 19'74 ·a1id 1915; the .Board received cbiiriJetlhg' applications 
a:nd 'submissions related to the planned constti'lctibh of a northern· ga:s 
pipelill.e. The· first a ppEcatio:n: to move northern: gas to s'qhtheri.l i'ruiJ:c 
kets was submitted in March 1974 by Canadian A1'ctic Gas Pip·eline 
Limited. ririder ~Part· III o:f. the NER Act· to const1·ttct and operate a 
new '48"inch diameter mairi. :pipeline system 'and' intet•conlie'ctions·with' 
existing and :proposed new facilities, for the tmrpose- oftransp6ttil1g 
PrudhOe Hay and' Beaufort Basin gas sonthward. The- most· nortnetly · 
section·o:fmainllile wduld run 178 rrtiles'frohithe:Alaska"Yu:kon bor·der 
to Tnnriilult Jutietion, N.W.T. ~: a~supply 1ine·woulcl tiih 19mil'es'.froin 
the Taglu.Eield ·on Richards Islarid to Tununukr Jnnction to joitrthe 
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main line. The main line would continue south to Parsons Lake junc­
tion where it would be joined by a 30-inch diameter supply lateral 
from Parsons Lake on the east. The main line would then proceed 
south along the Mackenzie River Val1ey into Alberta where, near 
Caroline, it would split into, two delivery lines-------,-onf.i a 48-inch diam­
eter line to Empress, Aloeita_tbid thEhi'ce a' 42~iiH'~h 'cliameterline to 
Moiichy,· Saskatchewan; initl'the' o'thet a· 36-inch'-dirltriefer'litie'tb ·Cole­
man, Alberta, where the ·delivery lines would interconnect with the 
facilities of other pipeline companies. In J tme 1975, Alberta Natural 
Gas Company Ltd·. applied .t:o· the Board ,'fo1: a _ce1~eificate to construct. 
additional ,facilities required to transport gas t(). be obtain,ed through 
the proposed CAGPL system ... · · ' '_ -• · ·.. · · , '• ·.'' ·· 
· In a competing application, Foothills Pipe Lines Ltd! appliecr in:' 

March of 1975 for .a certificate of public·con+enience .and necessity to 
consb'uct·ancl operate ·a· pipeline··· and con:nectecl \Votks-to move·nah.t.t"a1 
gas from the Beaufort Basin of the\vestern Arctic to southern Canada 
a,ncl N orthw:~st T~rritories eom:mu11ities. Th~ propqsed pipyline w:ould 
ccmnect_ w:itl,t f~tcilities of T,rnJ?.k ~ip.e (Canada;) ,ariel, Westc()ast just 
Iiqrth of the 60th paralleL Footh1lls proposed to. cqnstruct, some. 81 7; 
miles of 42-inch diameter' line !roni Ri.charcls Isla:J?.cl, alq;ng th'il Mt1;9k- _ 
enzie .River Valley. It also in·opqse:cl to construct' 1[\ miles _Of 30-in.ch 
diameter line as a lateral connection from a point east of Parsons Lake,· 
N.W.T._ to a point.of connection with,the l1lain.t:rt.tnsmissipnline.some 
51 ~11il~s 90l1th of tl_le RicJ:.ar:cls Island poii1t of co1nnieric~rri.erit of the. 
mam lme.- _ · . . _ . · · . · - ~ ·. ·.. . · . ·, -. _ _ . 

In May 1975, tl;l.e ,Alberta Gas Trmik-:Gine ( Can~cla) Limited applied 
to construct and operate approximately .81 miles of the Foothills 42~ _ 
inch . diarriete'r line ·from. a point 6~5 iriile~ nor;th .ot .tl;w; 60th i!itralleL 
to existing·o!.new:Albetta (j-as· Trti:rik'Line f::tcilities.at a.po,i~1t.·lie~:r:· 
Zania Lake,Alberta. · . _ . • . . · . . , . , . . . . . , . . - , . 
' Th('l Alberta Gas Tr.tink Lhie. Oompany Limit~cl' o:w;ns ancl operates. 

a, natur~l ,ga;; 'g~th~ring. a1icl: t~'(tllSmissi~n _sys~~ID _.withil}' _,'\.lberta; oJ:t: 
chd'not file an apphcat10n but m a subm1sswn m May ;1975. undertook, 
to construct. and. operate certain facilities. of ,Trunk .Lilie. (Canada) 
sp,bject to fecle1;al jurisdiction. Originally in the. hearings. IV' estcoast 
Transmission Company LiihitE)d submittecl an application with respect, 
to an extension. of. its main lin~ as a comP,aniqn. applicationin the 
Foothills project. On July 1, 1976 Westcoast proposed ;to extend jts f 

facilities to interconnect with,. t[wse of G4,GPL if that project were 
approved. 
· -In August and .September 1976 a third set of applications for pipe­

line construction by a group of :associated companies generally called~ 
the Foothills (Yukon) Project Group was filed with the' Board. These. 
applicants, Foothills (Yukon), vVestcoast and Alberta Gas· ;Trunk 
Line (Canada) ; proposed 'to move Alaska gas through •Canada ' to 
mai.·kets in the lower 48 states of the United States.- This proposalin­
cluded construction ofa.Foothills (Yukon) 42-inch diameter line from 
an interconnection :with Alcan Pipeline Company at tlie Alaska-Yukon· 
border, through the.Yukon to.the B.C. ,border· where it would: connect 
with a 42-inch .diameter extension of vVestcoast; a· .36-inch• diameter 
Trunk, Line (Canada) .line would · intercoimect existing• f.'.cilities of·­
Trunk Line in Alberta with anqthe1; extension of vVestc(1ast, and a 
Foothills (Yukon) 36-inch diameter line would be constructed from 
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Trunk Line';; facilities at Empress, Alberta to the international border 
nearMonchy,Saskatchewan. _ · __ , . 

Jn late February 1977 the F.oothills (Yukon) Group filed withthe 
Board aii alternative proposal t() construct a 48-inch diameter pipeline 
system, without using the existing Westcoast and Trunk Line facili, 
ties: It involved the construction of an "express line" through Yukon, 
a11-d generally along existing routes in n<;>rthern Britisb __ Columbia 
a!ld Alberta, plus a new Westcoast line para1lel,to the existing-Alberta 
N~triia,l Gas route in southeaster British Qolumbia. . . . . 
. On 16 March 1977 the Foothills (Yukon) Group withdrew the 42-

ii:J.ch diameter system applications; thus the only Fo9thills (YukoiJ.) 
system considered by the Board in. its report ·is tbe. ,48-inch diameter 
l
. . . . . 
me. 

FINDINGS 

-Based on all the evidence adduced at hearings and_ sub~itted by 
applicants, intervenors ·and interested persons; the Board: has made 
a number of findings, upon which its decisions were based. The more 
significant of the findings, contained ·in its Reasonsfor .. D~cision dated 
dated ·June 1977, are outlined below. · . · . · ".·. · , · . · ·_· 

The B,qard finds that 3; pipeline to transport. Mackenzie.Delta ga~ 
to Oanadian markets will be needed during the-first half.of the 1980's. 
In support of this finding · the J?oard came . to the following 
conClusions:·. . · ·:. · .'· · .·.: ,·- -.,·:~ .. ·· 
. _( iL There will bea need :for additi~nal gas for .Canadi~n. :rparkets 
over and above that forecast to be available from conventiOnal- areas 
t() meet the "Most Likely" .forecast of Cana<iian' demand plus existing 
export commitments as early a.s .1981- or a;; late , al3 .1985 depending 
on certain policy options open to governments. . - , . :-; -~. 
·: (2) If existing ._a,uthorized-, exports of gas.-w~:~;e-eliminat~d:·or were 
phased out, the "M:ost Likely" .Canadian reql~irements could be met 
until about 1990,.but,the Board.does not recommend such a'ction. _ ·· 

(3) The Board endorses a vigorous conservation policy-and in its 
"Most Likely"·forecast of Canadian gas demand:h~s endeavoured to 
realistically assess the. degree.to which Canadians .:wilL be responsive 
to the conserver ethic ; however the -Board· rejects the proposition urged 
bn it by several public 'interest ·groups• that. a pipeline from the Mac­
kenzie-Delta should be denied so as to reinforce.the·limitation in the 
rate of growth of the demand for energy. · ·. : ' · .: · · · 
. --( 4) _ Th.e current· established reserves of the Mackenzie Delta total 
5:3 '.Vcf, with '5;1 of. this being •econom~c 'to connect to planned gas proc­
essing- plantS. H!.\.ving in mind a·pipeline to the south, these reserves 
would support deliverability of 700 to 800 MMc! ·per day. · 

(5) Of the several new large sources of-energy:available to Canada 
in the near :fUture, Delta gas is about the lowest cost, in current dollar 
terms. · ' ·· 

-Although additional work would ·be· required in th'e final design 
process for e3:ch,'ofthe pipelines' being applied for, the Board believes 
tlia£- 'from· an>engineeririg point'of view ariy of these could be built 
to .the satisfacti.orr ofthe ·Board. - ·_· ·. 
'''The Board has specific soCio-economics concerns related to a pipe~· 
line route up the Mackenzie Valley. · 

96-~26 0-77-12 
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The Board has specific environmental concerns related to a pipe­
line route from the Alaska-Yukon border to Tununuk Junction. 

The social and economic impact of the Foothills (Yukon) project 
could be held to tolerable levels. The environmental concerns associ­
ated with this project can be overcome by avoidance or mitigative 
measures. 

A crucial question in regard to any land bridge proposal for the 
transmission of United States gas through Canada is whether the 
project has the potential for bringing Delta gas to Canadian markets 
and the Foothills (Yukon) project has such a potential in the form 
of a Dempster link. . . . ' 

The precise timing of the need of a Dempster link is not known 
today, but the planning for the Foothills (Yukon) project should be 
compatible in all respects with the addition of such a link, if certifi­
cated in the near future. 

A necessary complement to the undertaking given by the principals 
of Foothills (Yukon) to undertake the construction of a Dempster 
link would be a rerouting of the Alaska Highway line via Dawson, 
Yukon. Such diversion would reduce the cost of transportation of 
Delta gas by some 12 cents per Mc:f while increasing the cost of trans~ 
mission of United States gas by six cents per Mc:f or less. In certificat­
ing the Foothills (Yukon) project, the Board would require a diver­
sion of the route through Dawson. The preliminary financing plan of 
CAGPL would be acceptable to the Board, with two exceptions-

. (a) CAGPL would have to provide for majority Canadian 
control of the equity of its company; and 

(b) the Board rejects the recommendation of CAGPL that the 
Canadian Government should provide financial backstopping to 
the project. · 

The Board shares the view of the financial advisers to the Foothills 
project that it could not be financed at this time on the basis of Mac­
kenzie Delta reserves already discovered and could not be justified 
on economic grounds~ · 

The Foothills (Yukon) Project Group did not request backstopping 
by the Canadian Government. There are matters of fundamental con­
cern to the Board, however, in the financing and ownership of the 
Foothills (Yukon) project. These relate to~ the ·possible impairment 
of the credit capability of Trunk Line and Westcoast by their un­
equivocal undertakings to complete the project irrespective of cost 
overruns, in providing a land bndge for United States gas. The Board 
believes some restructuring of the corporate setup of the Foothills 
(Yukon) project would be necessary. Furthermore, the financial plan 
of the project should exclude any possible inhibition in providing a 
Dempster link at a later stage. · . · 

.To ensure that the objectives of the companies owning and operating 
each segment of the Foothills (Yukon) project would be consistent 
with the broader purposes of an integrated interprovincial pipeline, 
with uniformity of design and tariffs but with decentralization of 
construction and operation to those companies operating pipelines in 
the same area, the Board would :favour having the pipeline se,Q"ments 
south of the 60th parallel owned by federally incorporated subsidiaries 
of Foothills (Yukon) with, say, 51 per .cent ownership and the re-

J 
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mainder, say 49 per cent ownership, vested in the pipeline company 
operating in the area. 

The Board believes that construction of the pipeline segments south 
of the 60th parallel should be carried out by the companies familiar 
with the areas concerned and would favour the proposed ANG pipe­
line subject to the corporate restructuring mentioned above. Similarly, 
while having no corresponding application, the Board would look 
favour on the construction and operation of the pipeline segment in 
Saskatchewan by TransCanada on a basis similar to that outlined 
for Trunk Line, Westcoast and ANG . 

.,, The Board believes that innovative tariffs would be needed to pro-
vide for maximum private sector financing of a northern pipeline. 
To this end, for this project, it endorses the principle of an "all events" 
tariff and the need for supplemental agreements with shippers cover­
ing the period before the tariff proper comes into effect. 

Using the unit costs of transportation filed by the Applicants, and 
recognizing some limits on comparability, the Board finds that: 

_ fl) For the transnortation of Alaska gas from Prudhoe Bay to the 
49th parallel, the differences in the unit costs of transportation via 
CAGPL and via Foothills (Yukon) are relatively small; 

(2) the CAGPL project would provide significantly lower unit 
costs for the transportation of Delta gas to Empress than the Foot­
hills project; 

(3) providing the Dempster link to Dawson, which would involve 
the re-routing of the Foothills (Yukon) 48-inch diameter pipeline in 
the Yukon, would increase the unit costs of tra,osporting Prudhoe Bay 
gas to the lower 48 states slightly while providing significantly lower 
transportation costs to Canadian shippers of Delta gas; -

(4) With a throughput of 12 Bcf per day from the Delta and 2 
Be£ per day from Alaska, the cost of transmission of Delta gas to 
Empress appears to be approximately the sanie for the CAGPL and 
Foothills (Yukon) projects. · 

As to the total estimated capital costs, due to the difficult conditions 
for the northern Yukon and Cross-Delta sections, the Board could 
visualize a cost overrun of 20 to 35 per cent occurring in the CAGPL 
project. In the cai:e of Foothills (Yukon) the Board judges that the 
cost of construction has been under-estimated and it could visualize 
a cost overrun of 20 to 30 per cent occurring. 

The Applicants all estimated relatively high levels of Canadian 
content for their proposed pipelines-in the range of 80 tci 90 percent. 
The Board's overall assessment is that Foothills and Foothills 
(Yukon) projects showed overall Canadian content estimates averag­
ing somewhat higher than those indicated by CAGPL. 

The evidence of the effect 'of the pipeline projects on the macro­
economy of Canada was uniform in assessing that none o.f them would 
canf'e severe problems. 

The results of cost-benefit analyses, which excluded environmental 
and social costs and which would differ between CAGPL and Foot­
hills (Yukon), indicate that the net economic benefits would be some­
what greater for the CAGPL project than for the Foothills (Yukon) 
proiect. 

The Board is not involved in the merits of native land claims per se, 
or their settlement; these are matters under direct negotiation between 
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the native peoples a:nd the ~ederal g<?vernment. The Board was con­
ce~ed, however, With the mterrelatwn of the resolution of a land 
cl.ann.s settlement wit~ the perceptions of Northerners of whether a 
pipelme should be bmlt, and if, so, wher,e and when . 
. The Board'.s assessment of t.he socio-economic impact of a pipeline 
m th~ north IS one of l_lroad Ju~gment. The north at this time may 
be said to be a land m transition and ,for the individual native 
n<;>r~herner, th_e situation seems to be one of turmoil caused by fear 
of fu~ther white encroachment, and •a. striving to retain the essentials 
of a hfe close to the l~nd from a non-viable base in a community. The 
added problems relatmg to the ~ossi~le construction of a pipeline only 
compound an already confused situatiOn. In the Yukon, the openin<>' up 
of t~e A_las~a Highway in 1942 and the fact that the Yukon econ~my 
and mstltutwns are more developed, that the land claims negotiations 
appear to be more advanced, that a smaller number of native peoples 
would be affected and that the Yukon Indians do not appear to be 
passing through the phase of a major restructuring of their society, 
as the Dene appear to be, lead the Board to conclude that the socio­
economic impact on the pipeline corridors would, on balance, be more 
favorable along the Alaska Highway than in the Mackenzie Valley. 

The Board believes that ·identifiable indirect costs of a pipeline· 
project north o,f the 60th parallel should be borne by the pipeline 
company. These costs, related to such things as in-migration, provision 
of additional municipal, social, and health services, are difficult to 
measure with precision, and it would recommend to the government 
that an agreement be entered into with a certificate holder to provide 
funds for such costs. The Board would further recommend that the 
obligation be limited to $200 million. 

There would be need of a government agency to monitor socio­
economic matters, and if a certificate were granted, the Board would 
recommend to the. government that it immediately create effective 
machinery for this Pnrpo.se. 

Based on the evidence put before it, the Board has concluded that 
the CAGPL Prime Route, both the Northern Yukon roasta1 and Cross­
Delta sections, would be environmentally unacceptable. The Interior 
Route, presented as a less desirable alternative by CAGPL, would also 
be environmentally unacceptable to the Board. 

The Bonrd hns concluded that the environmental concerns associated 
with the Foothills (Yukon) route relate to impacts which can be 
overcome by avoidance or mitigative measures. 

Environmental information on a Dempster link is sparse and an 
application for a certificate to construct and operate a pipeline from 
the Delta to connect with the 48-inch diameter pipeline would have 
to be supported by detailed environmental stud_ies. Li~ewise, e~vir~m­
mental studies related to a diversion of the 48-mch diameter pipelu~e 
through Dawson would require the im:t;J.ediate study of ~elate~ envi­
ronmental impacts and subsequent filmg of such studies with the 
Board. 

DECISIONS AND RECOMMENDATIONS 

The Board's decisions and recommendations to the Governor in 
Council folJow: 

( 1) The Foothills pipeline cannot be financed: it would not offer 
the lowest cost means o,f transporting Ma;ckenzie Delta gas to market 

•· 
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a_nd a pipeline should not be built along the Mackenzie Valley at this 
time. The Board therefore denies the application of Foothills Pipe 
Lines Ltd. 

(2) For the reasons stated in (1), the Board also denies the appli­
catiOns of Westcoast Transmission Company Limited and Alberta 
Gas Trunk Line (Canada) Limited for certificates for facilities which 
would interconnect with those of Foothills. · 

(3) The CAGPL project is based on incompatible time constraints; 
on the one hand the urgent need to connect Alaska gas to United States 
markets and on the other, the need for more time to resolve socio­
economic concerns before a pipeline could be built in the Mackenzie 
Valley. 

( 4) The Prime Route proposed by CAG PL from the Alaska-Yukon 
border to Tununuk Junction, including the Cross-Delta segment, is 
environmentally unacceptable to the Board, as is the alternative 
Interi·or Route. 

( 5) For the rPasons stated in ( 3) and ( 4), the Board denies the 
application of CAGPL. 

(6) The Foothills (Yukon) project generally offers the preferred 
route for transporting Alaska gas to markets in the lower 48 Sta~es. 
However, the Board believes certain changes tJo the project as apphed 
for are desirable in the Canadian public interest. . 

(7) The Board is prepared to issue certificates of public convenie~ce 
and neceEsity for the various pipeline segments of the Footh~lls 
(Yukon) project subject to conditions. The Board is recommendm~ 
to the Governor in Council, however, that approval be withheld until 
the following have been accomplished: 

(i) That appropriate amendments to existing applications 
have been filed with the issuance of the certificates in the names 
of subsidiary companies of Foothills (Yukon) for the segments 
of the project in northern British Columbia, Alberta and south­
eastern British Columbia. Fifty-one percent of the voting shares 
in each of the subsidiary companies would be owned by Foothills 
(Yukon) and 49 percent in each by Westcoast, Alberta Gas Trunk 
Line and ANG (or Westcoast, if not aceptable to ANG), 
respectively. 

( ii) That agreements have been entered into by Foothills 
(Yukon) with the Government of Canada whereby Foothills 
(Yukon) or any successor, would undertake the following: 

(a) to conduct feasibility studies with respect to the con­
struction of a gas pipeline of no le:::s than 30-inch diameter 
from the Mackenzie Delta parallel to the Dempster Highway 
connecting Delta gas to the Foothills (Yukon) system near 
Dawson City, Yukon, and on or before 1 July 1979 make an 
application to the National Energy Board for a certificate 
of public convenience and necessity for such pipeline; 

(b) to agree to provide capacity in the main 48-inch dia­
meter pipeline from the point of connection of the Dempster 
lateral to such point or points on the 48-inch diameter system 
in Canada deemed necessary to effect delivery of Delta gas to 
southern Canadian markets, such capacity to be provided by 
1 January 1984 or such later date as deemed necessary by the 
government; and 

-------- -- -- ------------
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(o) to provide payment upon the request o:£ the Govern­
ment o:£ Canada o:£ a sum o:£ money which would be used by 
the government to pay :£or socio-economic indirect costs o:£ the 
pipeline project north o:£ the 60th parallel incurred during 
a period expiring two years after leave had been granted by 
the Board to open the pipeline. The Board recommended that 
the obligation be limited to $200 million. 

• 
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REPORT TO THE PRESIDENT ON ENVIRONMENTAL 
IMPACTS OF PROPOSED ALASKA GAS TRANSPORTA­
TION CORRIDORS BY THE COUNCIL OF EN~IRONMEN­
TAL QUALITY 

SuMMARY 

BAOKGROUND 

Since the discovery of large oil and natural gas reserves in the Prud­
hoe Bay fields in Alaska, several routes have been proposed to trans­
port this gas to the lower 48 states. 

A North Slope/MacKenzie Valley corridor, sponsored by Alaskan 
Arctic Gas Company, would traverse Alaska's North Slope, cross into 
Canada at the MacKenzie River Delta, and run south along the river 
and hence into the Midwest; a western leg would transport gas to the 
western states. 

An Alaska LNG route proposed by the El Paso Alaska Company 
would follow the oil pipeline to a new terminal site on Prince William 
Sound where the gas would be liquefied and shipped by tanker to 
southern Califotnia. 

The Fairbanks Alternative corridor sponsored by the Alcan Pipeline 
Company would parallel the existing oil pipeline as far as Fairbanks 
and then follow the Alcan High way through Canada. Some of the gas 
would be routed to the West Coast via a western leg, and most would 
go through Alberta and Saskatchewan to U.S. markets in the Midwest 
and the East. 

All three corridors were analyzed in the environmental impact 
statement process of the Department of the Interior and the Federal 
Power Commission. 

Recognizing an urgent national need for additional natural gas 
supplies, the Congress enacted the AlaskaN atural Gas Transportation 
Act of 1976 to provide the means for a sound and expeditious decision 
by the President and the Congress on which, if any, transportation sys­
tem should be built. To avoid the delays of possible litigation, the 
Act precludes judicial review of the environmental impact state­
ments required by the National Environmental Policy Act (NEPA). 

Under Section 6 (d) of the Alaska Gas Act, the Council on Environ­
mental Quality is directed to present to the President its views on the 
legal and factual sufficiency of the impact statements and on other 
environmental matters that we consider relevant. CEQ, is also directed 
to provide members of the public with an opportunity to present 
oral and written data, views, and arguments on the impact statements. 
A total of four days of public hearings were held in Anchorage and 
Washington, D.C., with written and oral testimony submitted by over 
70 persons and organizations representing a wide spectrum of interests. 
These hearings were extremely informative and helpful to the Council 
in reaching its conclusions. 
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VIEWS OF THE COUNCIL ON ENVIRONMENTAL QUALITY 

Sufficiency of the Environmental Impact Statements 
Because of the magnitude of the competing proposals and the ab­

breviated schedule for decisionmaking under the Alaska Gas Act, the 
decision at hand is to select a particular gas transportation route. It is 
the sufficiency of the environmental impact statements for this lim£ted 
purpose that is considered here-not their sufficien~y for determimng 
precise alignments, facility locations, and other site-specific data. 

After careful review of the impact statements and testimony sub­
mitted at our hearings, we have concluded that: 

Although they have shortcomings, the environmental impact state­
ments are legally and factually sufficient under theN ational Environ­
mental Policy Act for purposes of selecting the corridor and basic tech­
nology for a gas transportation system. Indeed, the NEP A process led 
directly to the development of the Fairbanks Alternative, the corridor 
that we believe to be environmentally preferable, as noted below. 

Although the impact statements provide the information necessary 
to select a corridor and the basic technology for a gas transportation 
system, they lack the data required for specific decisions concerning 
route alignments, project designs, mitigation measures, and facility 
siting. NEP A requires a continuous review of environmental factors 
and alternatives by agencies with authority over the approved gas 
transportation system. Environmental assessments, EIS supplements, 
or new impact statements may be required, depending upon the sig­
nificance of impacts and the degree to which they have already been 
treated. Major design, engineering, or other site-specific decisions that 
follow the selection of a corridor and technology must be considered 
in one of these types of NEP A analyses. 
Environmental Impacts of Alternative Oo1'ridors 

The impact statements and other public documents provide a 
wealth of information on the environmental impacts of each of the 
three corridors. Altogether, they permit a fair comparison of the sig­
nificant environmental impacts that we believe are most relevant to 
the decision before the President and the Congress. We found that: 

The North Slope/MacKenzie Valley corridor is the most environ­
mentally destructive of the three routes being considered. Intrusion 
into the wilderness stretching from the Canning River in Alaska to 
the MacKenzie Delta in Canada would be massively disruptive. We 
disagree strongly with the Federal Power Commission's conclusion 
that this corridor is environmentally acceptable. 

This corridor would pass through parts of Alaska and Canada that 
are now hardly affected by industrial man's influence : Of its 195 miles 
in Alaska, 135 miles would cross the narrow coastal plain of the 8.9-
million acre Arctic National 'Wildlife Range Established to preserve 
unique wildlife, wilderness, and recreational values, the Rang-e stands 
out at the last unspoiled area of its kind in the entire Northern 
Hemisphere. 

The proposed North Slope/MacKenzie Valley pipeline would cut 
an east-west corridor across this unmarred landscape, requiring new 
port facilities, airstrips, h.elipads, gravel borrow areas and compres­
sor stations as well. Although the land loss seems insubstantial when 
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compared to the total Range, the harm likely to occur to wildlife and 
wilderness values there is vastly out of proportion to acreage figures. 

The litany of measures proposed to protect the Range from pipe­
line construction is a testimony to scientific, technological, and man­
agement ingenuity. The applicant proposes to build that portion of 
the pipeline entirely in one winter, using; only snow roads that vanish 
with the spring melt. vVe are skeptical about whether it could be 
done. The risks of failure are impressive and their consequences irre­
medial. Experience suggests that economic pressure to complete such 
a pipeline on schedule would not yield to the onset of spring and the 
wildlife that might stand in the way. 

We must also note the widespread concern that such a gas line 
could invite an oil line and perhaps a permanent road, so as eventu­
ally to become a permanent corridor. A gas line across the Arctic 
Range and Northern Yukon to the MacKenzie Delta would invite 
the exploration of oil and gas that may well exist within the Range 
or in the Beaufort Sea. The future of the Arctic Range must lie in 
the permanent dedication of this rich and unique area to wilderness. 
This is also the conclusion of the State of Alaska and every environ­
mental organization appearing at our hearings. 

The wilderness and wildlife values of the Range, along with the 
pipeline route, also extend into Canada, to the MacKenzie Delta. Na­
tives there, who constitute the majority of the population in the North­
ern Arctic, have vigorously opposed any pipeline either across the 
North Slope or up the MacKenzie River, fearing its effects on their 
way of life and its interference with their land claims settlement. 
Canadian Justice Thomas Berger, who investigated the social and 
environmental impacts o:f this route for the Canadian government, 
recommended that to protect these people and the environment on 
which they depend, no pipeline be built across the North Slope. 

The Fairbanks Alternative corridor would largely follow existing 
transportation corridors, with no large-scale intrusion into wilderness 
areas or destruction of wilderness values. We find, in agreement with 
the Federal Power Commission, that it is the most environmentally 
acceptable of the three corridors. 

But some of its environmental risks are still unknown. The pre­
liminary state of the design effort suggests substantial uncertainty 
about fundamental concepts. Measures to deal with frost heave, thaw 
settlement, and summer construction, for example, are only roughly 
sketched. Still to be developed is site-specific information, such as 
stream crossings and additional workpad construction mileage. 

On the other hand, it appears that the gas line could be safely con­
structed relatively near the oil pipeline across the existing workpad. 
The existing haul road along the oil pipeline would also be used, as 
would many of the exis'ting campsites and other facilities. Further 
advantages can result from the availability of information on the 
geology, soils, stream characteristics, and wildlife, all of which would 
aid in controlling; impacts of the Fairbanks Alternative as far as 
Delta Junction, where it would depart from the oil pipeline. 

Social and growth impacts of both the Fairbanks Alternative and 
the Alaska LNG route will obviously be greater in Alaska than those 
of the North Slope/MacKenzie Valley corridor. Although no ac­
curate measures of these impacts have been made, the Alyeska experi-
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ence has prepared residents for what to expect. Many government, 
labor, and business interests as well as some Alaskan natives desire 
the growth effects of another pipeline project and believe its impacts 
can readily be absorbed. 

A Canadian Inquiry headed by Dean K.M. Lysyk is now investigat­
ing the effects of the Fairbanks Alternative on the native claims set­
tlement issue in the Southern Yukon. The report is intended to provide 
Canada with the social impact information needed to make a decision 
on this route. 

The Alaska LNG alternative presents risks to the environment, to 
public safety, and to system intergrity not present with the overland 
corridors. Its significantly greater consumption of energy should also 
be viewed as an environmental cost, and it would have the greatest 
impact on Alaskan fisheries. It is possible that the Alaska LNG 
corridor and technology can be environmentally acceptable. At present, 
however, we are faced vuith significant uncertainties nbout thermal 
impacts, seismic design, ultimate suitability of the LNG plant sites 
proposed in Alaska and southern California, and the safety risks of 
LNG tanker traffic. This system would be environmentally acceptable 
only on condition that more specific analyses of alternative LNG 
facility sites and mitigation measures are conducted prior to any 
certification. 

Because the Alaska LNG pipeline corridor makes the most extensive 
use of the existing oil pipeline corridor, its social, economic, and 
environmental impacts in Alaska would be similar to those of the 
Fairbanks Alternative. In its last 43 miles, however, the corridor 
would cross the Chugach National Forest, a roadless area of great 
scenic beauty, to Point Gravina, where the gas would be liquefied, and 
from there transported by tankers to California, gasified, and sent to 
U.S. markets. 

The most serious potential impacts of the LNG facility at Point 
Gravina are those associated with the seawater cooling system. Ac­
cording to the best evidence, the LNG plant as proposed would prob­
ably affect the marine ecology of Orca Bay substantially. Because the 
area is a valuable source of salmon and other commercial species, it 
could have profound effects on· the local economy as well. But precise 
conclusions cannot be drawn because no substantial investigation of 
the Bay has been undertaken, and the water-related LNG plant sys­
tems remain undefined. Without this information it is impossible to 
determine whether the site at Point Gravina is environmentally ac­
ceptable or another is preferable. It seems likely, however, that an 
environmentally acceptable plant could be designed and constructed. 

Similar problems arise with seismic design at the Gravina site. 
Earthquakes and resultant tsunamis present serious threats. The appli­
cant asserts that a safe plant could be designed once Gravina condi­
tions (e.g., the existence and depth of bedrock) are satisfactorily 
investigated. Although this assertion has not been F>uccessfully chal­
lenged, the necessary proof must await further site investigation and 
actual plant design. 

From Point Gravina LNG tankers ·would leave for a California 
gasifiration site-Point Conception or Oxnard appear to be the cur­
rent leading alternatives. Here complex land use, thermal discharge, 
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and safety issues must still be resolved by the state and federal 
governments . 
. LNG tanker. accidents can h~ve major consequences. Tanker colli­

swns or rammmgs and grounclmgs could lead to vapor clouds LNG 
pool fires, and a;ccidm1ts at .the LNG facility-with possibly fatal 
effects. The analyses of LNG public safety risks on the record are 
inco~clusive. ~lth~mgh)t).s not now aossible to establish 'the level of 
p_llQ!_I~~~tety_psk unposed oy an LN facilityl it is possible to reduce 
substantially tlie consequences of events by remote location of facilities 
away from people. 

The Alaska LNG system is therefore unique, and it is diffi.cult to 
analyze because of the inherent uncertainties posed. Mitigation of i:ts 
environmental impacts and safety risks will be possible, but only at 
considerable, heretofore unestimated, expense. 

\V"e must note that the environmenbl damage inflicted by any of 
these transport systems will be significant. Thus we recommend that 
the need for Alaska gas, the parts of the country that it would benefit, 
and the alternative energy supplies that t:hey might receive now or at 
some later date be subject to 'the most careful scrutiny before a final 
decision is reached. 

We have defined our environmental impact considerations as solely 
a function of corridor and technology, independent of the project 
sponsor. Although Alcan has proposed the leaS't environmentally risky 
corridor-the Fairbanks Alternative-its proposal is the least well­
developed of the three. And although we find the North Slope/Mac­
kenzie Valley corridor unacceptable on environmental grounds, we 
note that Arctic Gas has provided environmental analyses of a depth 
and quality clearly superior to those of the other applicants. 

Our conclusion that the Fairbanks Alternative corridor is the least 
environmentally damaging route assumes the strict application of 
environmental criteria in a full interdisciplinary review during .the 
engineering design, construction s::-heduling, and route selection proc­
ess. We also assume that the federal government will es'tablish coherent 
stipulations, terms, and ·conditions and stringently enforce the environ­
mental and public safety conditions in the field. 

It will not suffice to rely on the project sponsor's "quality control" 
to proteet the environment or to ensure compliance with government­
imposed conditions. Effective enforcement will require a centml 
federal authority and ·a new organizational strudture to resolve-inter­
agency conflicts over jurisdiction and policy. In any case, we believe 
that the public would be well served by a citizen monitoring capability, 
staffed and federally supported to observed and report on pipel_ine 
construction, and well coordinated with the government monitormg 
structure. 

PUBLIC VIEWS PRESENTED TO THE COUNCIL ON ENVffiONMENTAL QUALITY 

Witnesses found the environmental impact statements in compli­
ance with the National Environmental Policy Act, but several short­
comings were noted. Critics argued that the statements were too long 
and cumbersome and lacked explicit comparisons of the three corri­
dors. Some also believed that the statements had omitted specific in­
formation or analyses, such as recent design and alignment changes 
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in two of the proposals, long-range effects of pipeline construction, 
and 'COmprehensive information on impacts in Canada. 

The issues of greatest concern to witnesses included: 
Impacts on the Arctic National Wildlife Range. 
Social and economic impacts in Alaska. 
Impacts on Canada, especially on Canadian natives. 
The net national economic costs and 'benefits of transporting 

Alaskan natural gas. 
Regional distribution of Alaskan gas to the lower 48 states. 
Implications for future resource development in the North. 
Pipeline construction monitoring. ,... 

Other prominent issues were impacts on Alaska's fisheries and 
effects on coal gasification development. 

Environmental groups testifying and the State of Alaska were 
unanimous in their opposition to the North Slope/MacKenzie Valley 
corridor; most environmental organizations strongly preferred the 
Fairbanks Alternative to the other corridors. Representatives of the 
S'tate of Alaska and Alaskan business; labor, and local governments 
testifying favored the Alaska LNG route, believing it to hold the 
greatest social and economic benefits for the state. Many major Mid­
west, East Coast, and California gas distributors and transmission 
companies support the North Slope/Ma:cKenzie Valley corridor. They 
believe the Arctic Gas proposal to he the most reliable and one that 
will ensure delivery of the greatest volumes of gas directly to markets. 
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MAY 9,1977. 

REPORT OF JUSTICE THOMAS R. BERGER ON THE MACKENZIE VALLEY 
PIPELINE INQUIRY 

"It will be for the Government of Canada, when my report 
and the National Energy Board's report is before it, to weigh 
Canada's need for frontier gas, and the impact of the con­
struction of a pipeline on the north and on northern peoples, 
and then to decide i£ a pipeline should be built and, if it is to 
be build, then where and by whom it should be built. These 
are political decisions, to be taken by those who have been 
elected to make such decisions." 

Thomas R. Berger, Queens Quarterly, 
Vol.83,No.I,Spring 1976. 

The Mackenzie Valley Inquiry was established on March 21, 1974 
by Order-in-Council of the Government of Canada. The attached is 
the first of a two-volume advisory report to the Minister of Indian and 
Northern Affairs, prepared by the Commissioner of Inquiry, Justice 
Thomas R. Berger. In this first volume, Justice Berger addresses the 
overall social, environmental and economic impacts of proposN1 nat­
ural gas transportation systems on the Yukon and Northwest Terri­
tories. Specific emphasiR is placed on 'the possible impacts of competing 
Mackenzie Valley pipeline projects sponsored by Canadian Arctic Gas 
Pipeline Ltd. and Foothills Pipelines Ltd. The second volume, sched­
uled for later release, will present recommended terms and conditions 
that might be imposed on the right of way if a pipeline is built. 

The recommendations flowing from the Mrckenzie Valley PipPline 
Inquiry should not be construed as representing the policies of the 
Canadi~n Government or any Department thereof. It is common prac­
t~ce in C"n.ad~ to establish Commissions o£ thiR kind to study policy op­
tions. ''T}nle the Government is under no obligation to accept Justice 
Ber.~er's r:ecommendations, they will, of course, be given serious 
con Sl rleraJ.10n. 

The Berger reports, the National Enerzy Board findings and inputs 
from Government and public sources will all contribute to the review 
process leading toward final Government decisions. 

MACKENZIE vALLEY PIPELINE INOIDRY, COMMISSIONER, 
MR. JUSTICE THOMAS R. BERGER 

OTI'AWA, 
May9,1977. 

Berger Report: Northern Frontier, Northern Homeland . 
. Mr: Justice. Thomas R. Berger's report of the Mackenzie Valley 

P1pelme Inqmry, tabled in the House of Commons today, recommends 
that, on environmental grounds, no pipeline should be built across the 
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Northern Yukon. It is, on the other hand, feasible, from ~n environ­
mental point of view, to build a pipeline along the M~ckenz1e V ~lle~ to 
transport gas from the Arctic. However, constructiOn of a pipehne 
along the Mackenzie Valley should be pos~poned. for 10 years to 3;llo:v 
sufficient time for a just settlement of native claims. The .Tud~e mdi­
cates that on the basis of the evidence brought before the Inqmry, the 
alternative overland route to carry Alaskan gas to markets in the 
United States, along the Alaska Highway crossin.g the southern Yukon 
is environmentally preferable to the proposed crossing of the Northern 
Yukon. 

Judge Berger's recommendations do not mean that Canadians "must -.. 
renounce their northern gas and oil." The report said that if the Gov-
ernment of Canada accepts the recommendations contained in this re-
port, Canadians can build "a Mackenzie Va1lev pipeline at the time of 
their own ehoosing, along a route of their own choice." 

Judge Berger said that the decisions facing Canadians about the 
North 

are not ... simply about northern pipelines. They are de­
cisions about the protection of the northern environment and 
the future of the northern peoples. . . . The North is a re­
gion of conflicting goals; preferences and aspirations ... 
[where] the pipeline represents the advance of the industrial 
system to the Arctic .... The impact of a pipeline will bear 
especially upon the native people .... The conflict focuses 
on the pipeline. For some in Northern Canada, the North is a 
frontier, for others, it is a homeland, Judge Berger said. 

Judge Berger set out the assumptions behind his recommendations: 
I have proceeded on the assumption that, in due cour::e, the 
industrial system will require the gas and oil of the Western 
Arctic, and that they will have to be transported along the 
Mackenzie Valley to markets in the South. I have also pro­
ceeded on the assumption that we intend to protf'-et and pre­
serve Canada's northern environment and that, above all else, 
we intend to honour the legitimate claims and aspirations of 
the native people. All of these a~sumptions are embedded in 
the federal government's expressed northern policy for the 
1970s. 

Two pipeline companies, Canadian Arctic Gas Pipeline L~d. and 
Foothills Pipe Lines Ltd., have proposed pipelines to bring gas from 
the Arctic along the Mackenzie Valley to consumers in the South. 
Arctic Gas proposes to bring Alaskan.gas from Prudhoe Bay via the 
N o~hern Yukon, hook up with gas from the Mackenzie Delta nnd 
dehver to markets in Canada and the United States. Foothills pro­
poses to bring Canadian gas south from the Mackenzie Delta. 

The .mandate <?f the ¥ackenzie Valley Pipeline Inquiry was to 
determme the somal, environmental and economic impact of the con­
stru?tion of a gas pip~line and the cumulative impact of an energy 
corndor from the Arctic, and to recommend the terms and conditions 
that ought to be imposed on any right-o:f-wa,y if such a pipeline were 
to be built. 

This is Volume I of the report of the Inquiry. It deals with the 
broad social, economic and environmental impacts of the pipeline and 
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corridor. It contains basic recommendations to assist the Government 
in determining when a pipeline should be built, where it. should be 
built and who should build it. 

Volume II of the report is in preparation and will be available this 
summer. It will contain terms and conditions to be imposed if a pipe­
line is built. 

Volume I includes an opening letter to Mr. Allmand, the Min.lster 
. of Indian and Northern Affairs, which is a summary of Judge Berger's 
recommendations. 

Key recommendations are as follows : 
Judge Berger said: "I recommend that no pipeline be built and no 

energy corridor be established across the Northern Yukon along either 
route." This means 'that the report rejected both the Coas~al and In­
terior Routes proposed by Arctic Gas to bring gas from Alaska to the 
United States. 

Judge Berger said that if the pipeline is built along the Coastal 
Route and an energy corridor is established, "I foresee that, within 
our lifetime, the Porcupine caribou herd [one of the last great caribou 
herds in North America], will be reduced to a remnant." "The pres­
ervation of the Porcupine caribou herd is incompatible with the build­
ing of a gas pipeline and the establishment of an energy wrridor 
through its calving grounds." 

The Arctic Gas pipeline and energy corridor along the Interior 
Route in the Northern Yukon "would have a devastating impact on 
the people of Old Crow," Judge Berger said. "All the people in the 
village told me they are opposed to the pipeline. They fear it will 
destroy their village, their way of life, and their land." 

The report recommended that a National Wilderness Park be es­
tablished in the Northern Yukon contiguous to Alaska's Arctic Na­
tional ·wildlife Range "to protect the wilderness, the caribou, birds 
and other wildlife." "Oil and gas exploration, pipeline construction 
and industrial activity must be prohibited within the Park and the 
native people must continue to have the right to hunt, fish and trap." 

Regarding the al'ternate proposal to carry Alaskan gas along the 
A~aska Highway Route across the southern Yukon, Judge Berger 
said: 

Some of the concerns about wildlife, wilderness, and engineer­
ing and construction that led me to reject the corridor across 
the Northern Yukon do not appear to a pnly in the case of the 
Alaska Highway Route. It is a route wi'h an established in­
frastructure. In my view, the construction of a pipeline along 
this route would not threaten any substantial populations of 
any species in the Yukon or in Alaska. But I am in no position 
to endorse such a route: an assessment of social and economic 
impact must still be made and native claims have not been 
settled . 

• Tudge Berger views the Mackenzie Delta-Beaufort Sea area as a 
"major :petroleum province i~ the making" and regards the pipeline 
as the tngger for expanded 011 and gas exploration and development. 
;He rejected the Arctic Gas proposed route across the Mackenzie Delta 
m order to protect the Delta's unique ecosystem, the birds and the 
white whales. 
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. Judge Berger ~ecommended a white whale sanctuary be established 
m west M~ckenzw Bay to protect the calving grounds for the 5 000-
~tro~g w~nte w~ale herd. "If the herd is driven from its calving :trea, 
It will ~Ie out, Judge Berger said. In the sanctuary, "oil and gas 
exploratiOn and development would be forbidden at any time of the 
year." 

Much of the oil and gas potential o.f the region is believed to lie 
offshore ~eneath the ~eaufort ~ea. T~e report recognized that it has 
been considered to be m the natwnal mterest to begm delineating the 
extent of: these reserves but urged restraint in approving future 
expl?ratwn and devel?pm~nt. "The greatest concern in the Beaufort 
Sea Is th~ threat of Oil spil!s." Jud~e Berger said: "In my opinion, 
the techniques presently available will not be successful in controlling 
or cleaning up a major spill in this remote [Arctic] area." 

"Therefore, I urge the Government of Can3Jda to ensure that im­
provements in technology ~or prevention ... and clean-up of spills 
precede further advance of mdustry in the Beaufort Sea." In addition 
Canada is "pioneering on this frontier and establishing the standard~ 
that may well guide other circumpolar countries in ,future Arctic 
drilling." 

Another key recommendation is that "a period of 10 years will be 
. required in the Mackenzie Valley and Western Arctic to settle native 

claims, and to establish the new institutions and new programs that a 
settlement will entail. No pipeline should be built until these things 
have been achieved." But solely from an environmental point of view, 
Judge Berger said, "I have concluded that it is feasible ... to build 
a pipeline and to establish an energy corridor along the Mackenzie 
Valley, running south from the Mackenzie Delta to the Alberta 
border." 

"The pipeline companies see the pipeline as an unqualified gain to 
the North," but "it is an illusi'On to beJieve that the pipeline will solve 
the economic problems of the North," the report said. The Ar~tic 
Gas project has been described as one of the greatest constru~twn 
projects in terms of capital expenditure, ever contemplated by pnvate 
enterpri~e. The Arctic Gas pipeline would require 6,000 construction 
workers North •of 60, a hugh infrastructure of wharves, warehouses 
and airstriPs, and fleets of aircraft, tractors, earth-movers: trnc~s and 
trailers. "The pipeline contractors and unions have mail.~' It plai~ ~hat 
native northerners are not qualifiec1 to hold clown sklllen nosihons 
in pipPline construction." Onre the pipeline is .hnilt t~ere will_be about 
250 jobs, mostly •of a technical nature, that will reqmre quahfied per-
sonnel from the South. 

Judge Berger said : 
I am convinced that non-renewable resources ne.ecl not neces­
sarily be the sole basis of the northern economy m t~1e .f~ture. 
. . . A stren~he~ing ?f renewable r~source ha.rvestmg m the 
North-the fortificatiOn of the nahve e~onomy-won~cl en­
able native people to enter the in.clustrial system without 
becoming completely dependent on It. . . . 

An economy based on modernization of _huntmg. fishmg 
and traPping, on efficient game and fisheries management. 
on small-seale enterprise. and on th~>. orderly cl~v~lopmen~ of 
gas and oil resources over a period of years~this Is no retreat 
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into the past; rather, it is. a rational program for northern 
dev~lopment based on the Ideals and aspirations of northern 
native peoples. 

The report stated: "The soc~al costs of building a pipeline now will 
be en~rmous, and rr~ r~medial programs are likely to ameliorate 
them: rr:he great maJont:r of the. 1,000 witnesses that spoke to the 
Inq~nry. m the 35 co~~~ty ~earmgs expressed their fears of what 
a pipel.me wou~d brmg: an mflux of construction workers more 
alcoh~hf?m, t~armg o,f the social fabric, injury to the land, and the loss 
of thmr Identity as a people." Judge Berger said, "I am persuaded that 
these fears are well founded." 
Th~ report recommended that "the native people must be allowed 

a choice about their own future. If the pipeline is approved before 
a settlement of claims takes place, the future of the N orth:._and the 
pla?e of the native people in the North-will, in effect, have been 
dem.ded fo~ them." "It would therefore be dishonest to try to impose 
an Immediate settlement that we know now-and that the native 
people will know before the ink is dry-will not achieve their goals. 
~hey will soon realize-just as the native people on the prairies rea­
lized a century ago as the settlers poured in-that the actual course 
of events on the ground will deny the promises that appear on paper." 

The report pointed out that ''the pipeline companies are obviously 
having trouble in designing their proposal to deal with frost heave'" 
of the buried rdrigerated pipeline. Judge Berger expressed his con­
cern about construction scheduling too: "I am not persuaded that 
Arctic Gas can meet its construction schedule across the Northern 
Yukon." 

Given such uncertainties "it seems to me unreasonable that the Gov­
ernment of Canada should give unqualified approval to a right-of-way 
or provide financial guarantees to the project without a convincing 
resolution of these concerns." 

The report also recoinmended that the Governm~nt develop a?­
independent body of knowledge on the northern environment, envi­
ronmental impact, and engineering design and construction under 
Arctic and permafrost conditions to fill critical gaps in information 
and to provide government with the knowledge it will need in making 
an intelligent disposition of northern development proposals. 

In the epilogue to the report, Judge Berger referred to the state­
ments made at the Inquiry by native people who said they would be 
prepared to give up their lives to stop the piJ!eline ~f it were. to 
proceed before there had been a settlement of nahve claims. He sa1d: 
"I have given the most anxious consideration to whether or not I 
should make any reference in this rep'o~" to the state.me:r:ts ~ftd~ at the 
Inquiry about possible "violent react~ on to. the ,P,~Pelme If It were 
built without a inst settlement of native clf!Ims. I have concluded 
that they cannot be iQTiored." "No one who heard them cou)d doubt 
that they were said in rarnrst." "I do not want anyone to thmk; ~ ~m 
predicting nn insurrectron. But I am saying there ~s the real.poss1b1hty 
of civil ilisobedience and civil disorder that-I:t' they cl;td occ~lr­
might well render orderly political evolution of the North Impossible. 
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PUBLIC LAW 94-586-0CT. 22, 1976 

Public Law 94-586 
94th Congress 

An Act 

To expedite a decision on the delivery of Alaska natural gas to United States 
markets, and for other purposes. 

Be ·it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, 

SHORT TITLE 

SECTIOX 1. This Act may be cited as the "Alaska Natural Gas 
Transportation Act of 1976". 

COXGRESSIONAL }'lNDINGS 

90 STAT. 2903 

Oct. 22, 197 6 
[S. 3521] 

Alaska Natural 
Gas 
Transportation 
Act of 1976. 
15 USC 719 note. 

SEc. 2. The Congress finds and declares that-- 15 USC 719. 
(1) a natural gas supply shortage exists in the contiguous 

States of the United States; 
(2) large reserves of natural gas in the State of Alaska could 

help significantly to alleviate this supply shortage; 
( 3) the expeditious construction of a viable natural gas trans­

portation system for delivery of Alaska natural gas to United 
States markets is in the national interest; and 

( 4) the determinations whether to authorize a transportation 
system for delivery of Alaska natural gas to the contiguous States 
and, if so, which system to select, involve ~uestions of the utmost 
importance respecting national energy pohcy, international rela­
tions, national security, and economic and environmental impact, 
and therefore should appropriately be addressed by the Congress 
and the President in addition to those Federal officers and agencies 
assigned functions under law pertaining to the selection, construc­
tion, and initial operation· of such a system. 

STATEMENT OF PURPOSE 

SEc. 3. The purpose of this Act is to provide the means for making 
a sound decision as to the selection of a transportation system for 
delivery of Alaska natural gas to the contiguous States for construc­
tion and initial operation by providing for the participation of the 
President and the Congress in the selection process, and, if such a 
system is approved under this Act, to expedite its construction and 
initial operation by (1) limiting the jurisdiction of the courts to 
review the actions of Federal officers or agencies taken pursuant to 
the direction and authority of this Act, and (2) permitting the limi­
tation of administrative procedures and effecting the limitation of 
judicial procedures related to such actions. To accomplish this purpose 
it is the intent of the Congress to exercise its constitutional powers 
to the fullest extent in the authorizations and directions herein made, 
and particularly with respect to the limitation of judicial review of 
actions of Federal officers or agencies taken pursuant thereto. 

(185) 

15 USC 719a. 



90 STAT. 2904 

15 usc 719b. 

Proceedings, 
suspension. 
15 USC 719c. 
15 USC.717w. 

Recoinmenda­
tion, submittal 
to President. 
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PUBLIC LAW 94-586-0CT. 22, 1976 

DEFINITIONS 

SEc. 4. As used in this Act : 
(1) the term "Alaska natural gas" means natural gas derived 

from the area of the State of Alaska generally known as the 
North Slope of Alaska, including the Continental Shelf thereof; 

(2) the term "Commission" means the Federal Power 
Commission ; 

( 3) the term "Secretary" means the Secretary of the Interior; 
( 4) the term "provision of law" means any provision of a 

Federal statute or rule, regulation, or order issued thereunder; 
and 

(5) the term "approved transportation system" means the 
system for the transportation of Alaska natural gas designated 
by the President pursuant to section 7(a) or 8(b) and approved 
by joint resolution of the Congress pursuant to section 8. 

FEDERAL POWER COMMISSION REVIEWS AND REPORTS 

SEc. 5. (a) (1) Notwithstanding any provision of the Natural Gas 
Act or any other provision of law, the Commission shall suspend all 
proceedings pending before the Commission on the date of enactment 
of this Act relating to a system for the transportation of Alaska natu­
ral gas as soon as the Commission determines to be practicable after 
such date, and the Commission may refuse to act on any application, 
amendment thereto, or other requests for action under the Natural 
Gas Act relating to a system for the transportation of Alaska natural 
gas until such time as (A) a decision of the President designating 
such a system for approval takes effect pursuant to section 8, (B) no 
such decision takes effect pursuant to section 8, or (C) the President 
decides not to designate such a system for approval under section 8 
and so advises the Congress pursuant to section 7. 

(2) In the event a decision of the President designating such a 
system takes effect pursuant to this Act, the Commission shall forth­
with vacate proceedings suspended under paragraph (1) and, pursu­
ant to section 9 and in accordance with the President's decision, issue 
a certificate of public convenience and necessity respecting such 
system. 

(3) In the event such a decision of the President does not take effect 
pursuant to this Act or the President decides not to designate such a 
system and so advises the Congress pursuant to section 7, the suspen­
sion provided for in paragraph (1) of this subsection shall be removed. 

(b) (1) The Commission shall review all applications for the issu­
ance of a certificate -of public convenience and necessity relating to 
the transportation of Alaska natural gas pending on the date of 
enactment of this Act, and any amendments thereto which are timely 
made, and after consideration of any alternative transport.ation 
system which the Commission determines to be reasonable, submit 
to the President not later than May 1, 1977, a recommendation con­
cerning the selection of such a transportation system. Such recom­
mendation may be in the form of a proposed certificate of public 
convenience and necessity, or in such other form as the Commission 
determines to be appropriate, or may recommend that no decision 
respecting the selection of such a transportation system be made at 
this time or pursuant to this Act. Any recommendation that the Presi­
dent approve a particular transportation system shall (A) include 
a description of the nature and route of the system, (B) designate 

'f 
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a person to construct and operate the system, which person shall be 
the applicant, if any, which filed for a certificate of public conven­
ience and necessity to construct and operate such system, (C) if such 
recommendation is for an all-land pipeline transportation system, or 
a transportation system involving water transportation, include pro­
vision for new facilities to the extent necessary to assure direct pipe­
line delivery of Alaska natural gas contemporaneously to points both 
east and west of the Rocky Mountains in the lower continental 
United States. 

90 .STAT. 2905 

(2) The Commission may, by rule, provide for the presentation of Rule. 
data, views, and arguments before the Commission or a delegate of 
the Commission pursuant to such procedures as the Commission deter-

' mines to be appropriate to carry out its responsibilities under para­
graph (1) of this subsection. Such a rule shall, to the extent 
determined by the Commission, apply, notwithstanding any provision 
of law that would otherwise have applied to the presentation of data, 
views, and arguments. 

(3) The Commission may request such information and assistance Cooperation. 
from any Federal agency as the Commission determines to be neces-
sary or appropriate to carry out its responsibilities under this Act. 
Any Federal agency requested to submit information or provide 
assistance shall submit such information to the Commission at the 
earliest practicable time after receipt of a Commission request. 

(c) The Commission shall accompany any recommendation under Report, public 
subsection (b) (1) with a report, which shall be available to the public, availability. 
explaining the basis for such recommendation and including for each 
transportation system reviewed or considered a discussion of the 
following: 

(1) for each year of the 20-year period which begins with the 
first year following the date of enactment of this Act, the 
estimated-

( A) volumes of Alaska natural gas which would be avail­
able to each region of the United States directly, or indi­
rectly by displacement or otherwise, and 

(B) transportation costs and delivered prices of any such 
volumes of gas by region; 

(2) the effects of each of the factors described in subparagraphs 
(A) and (B) of paragraph (1) on the projected natural gas 
supply and demand for each region of the United States and on 
the projected supplies of alternative fuels available by region to 
offset shortages of natural gas occurring in such region for each 
such year; 

(3) the impact upon competition; 
( 4) the extent to which the system provides a means for the 

transportation to United States markets of natural resources or 
other commodities-from sources in addition to the Prudhoe Bay 
Reserve; 

( 5) environmental impacts; 
(6) safety and efficiency in design and operation and potential 

for interruption in deliveries of Alaska natural gas; 
(7) construction schedules and possibilities for delay in such 

schedules or for delay occurring as a. result of other factors; 
( 8) feasibility of financing; 
(9) extent of reserves, both proven and probable and their 

deliverability by year for each year of the 20-year period which 
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begins with the first year following the date of enactment of this 
Act· 

(io) the estimate of the total delivered cost to users of the 
natural gas to be transported by the system by year for each year 
of the 20-year period which begins with the first year following 
the date of enactment of this Act; 

(~1) capability and cost of expanding the system to transport 
add1t~onal volumes of natural gas in excess of initial system 
capacity; . 

(12) an estimate of the capital and operating costs, including 
an analysis of the reliability of such estimates and the risk of cost 
overruns; and 

(13) such other factors as the Commission determines to be 
appropriate. 

(d) The recommendation by the Commission pursuant to this sec­
tion shall not be based upon the fact that the Government of Canada 
or agencies thereof have not, by then rendered a decision as to 
authorization of a pipeline system to· transport Alaska natural gas 
through Canada. 

(e) If the Commission recommends the approval of a particular 
transportation system, it shall submit to the President with such 
recommendation (1) an identification of those facilities and opera­
tions which are proposed to be encompassed within the term "construc­
tion and initial operation" in order to define the scope of directions 
contained in section 9 of this Act and (2) the terms and conditions 
permitted under the Natural Gas Act, which the Commission deter­
mines to be appropriate for inclusion in a certificate of public con­
venience and necessity to be issued respecting such system. The Com­
mission shall submit to the President contemporaneously with its 
report an environmental impact statement prepared respecting the 
recommended system, if any, and each environmental impact state­
ment which may have been prepared respecting any other system 
reported on under this section. 

OTHER REPORTS 

SEc. 6. (a) Not later than July 1, 1977, any Federal officer or agency 
may submit written comments to the President with respect to the 
recommendation and report of the Commission and alternative meth­
ods for transportation of Alaska natural gas for delivery to the 
contiguous States. Such comments shall be made available to the 
public by the President when submitted to him, unless expressly 
exempted from this requirement in whole or in part by the President, 
under section 552(b) (1) of title 5, United States Code. Any such 
written comment shall include information within the competence of 
such Federal officer or agency with respect to--

(1) environmental considerations, including air and water 
quality and noise impacts; 

(2) the safety of the transportation systems; 
(3) international relations, including the status and time sched-

ule for any necessary Canadian approvals and flans; 
( 4) national security, particularly security o supply; 
( 5) sources of financing for capital costs; 
(6) the impact upon competitwn; 
(7) impact on the national economy, including regional natural 

gas requirements ; and · 

\~ 
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(8) .relationship of the proposed transportation system to other 
aspects of national energy policy. 

(b) Not later than July 1, 1977, the Governor of any State, any 
municipality, State utility commission, and any other interested per­
SOil may submit to the President such written comments with respect 
to the recommendation and report of the Commission and alternative 
systems for delivering Alaska natural gas to the contiguous States as 
they determine to be appropriate. 

(c) Not later than July 1, 1977, each Federal officer or agency shall 
report to the President with respect to actions to be taken by such 
officer or agency under section 9 (a) relative to each transportation 
system reported on by the Commission under section 5 (e) and shall 
include such officer's or agency's recommendations with rcsl?ect to 
any provision of law to be warved pursuant to section 8(g) m con­
junction with any decision of the President which designates a system 
for approval. 

(d) Following receipt by the President of the Commission's recom­
mendations, the Council on Environmental Quality shall afford 
interested persons an opportunity to present oral and ·written data, 
views, and arl!"uments respecting the environmental impact state­
ments submitted by the Commission under section 5 (e). Not later than 
July 1, 1977, the Council on Environmental Quality shall submit to 
the President a report, which shall be contemporaneously made 
available by the Council to the public, summarizing any data, views, 
:mel arguments received and setting forth tlie Council's views con­
cerning the legal and factual sufficiency of each such environmental 
impact statement and other matters related to environmental impact 
as the Council considers to be relevant. 

PRESlDlcNTIAL DECISION AND REPORT 

90 STAT. 2907 
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SEc. 7. (a) (1) As soon as practicable after July 1, 1977, but not 15 USC 7l9e. 
later than September 1, 1977, the President shall issue a decision as to 
whether a transportation system for delivery of Alaska natural gas 
should be approved under this Act. If he determines such a system 
should be so approved, his decision shall designrute such a system for 
approval pursuant to section 8 and shall be consistent with section 
5 (b) ( 1) (C) to assure delivery of Alaska natural gas to points both 
cast and west of the Rocky Mountains in the continental United 
States. The President in making his decision shall take into consider-
ation the Commission's recommendation pursuant to section 5, the 
report under section 5 (c), and any comments submitted under section 
6; and his decision to designate a system for approval shall be based 
on his determination as to which system, if anv, best serves the 
national interest. · 

(2) The President, for a period of up to 90 additional calendar Transmittal to 
days after September 1, 1977, may delay the issuance of his decision Congress, delay. 
and transmittal thereof to the House of Representatives and the 
Senate, if he determines (A) that there exists no environmental 
impact statement prepared relative to a system he wishes to consider 
or that any prepared environmental· impact statement relative to a 
system he wishes to consider is legally or factually insufficient, or 
(B) that the additional time is otherwise necessary to enable him to 
make a sound decision on an Alaska natural gas transportation sys-
tem. The President shall promptly, but in no case any later than Notice to 
September 1, 1977, notify the House of Representatives and the Congress. 
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Senate _if he so delays his decision. and submit a full explanation of 
the basis of any S'UCh delay. 

(3) If. on or before May 1, 1977, the President determines to delay 
issuance. and transmittal of his decision to the House of Representa­
tivPs and the Senate pursuant to paragraph (2) of this subsection, he 
may authorize a delay of not more than 90 days in the date of taking 
of any action specified in sections 5 and 6. The President shall promptly 
notify the House of Representatives and the Senate of any such author­
ization of delay and submit a full explanation of the basis of any such 
author-ization. 

( 4) If the President determines to designate for approval a trans­
portation system for delivery of Alaska natural gas to the contiguous 
States, he shall in such decision-

(A) describe the nature and route of the system designated for 
approval; 

(B) designate a person to construct and operate such a system, 
which person shall be the applicant, if any, which filed for a certif­
icate of public convenience and necessity to construct and operate 
such system; _ 

(C) identify those facilities, the construction of. which, and 
those operations, the conduct of which, shall be encompassed 
within the term "construction and initial operation" for purposes 
of defining the scope of the directions contained in section 9 of 
this Act, taking into consideration any recommendation of the 
Commission with respect thereto; and 

(D) identify those provisions of Ia w, relating to any determina­
tion of a Federa:l officer or agency as to whether a certificate, per­
mit, right-of-way, lease, or other authorization shall be issued or 
be granted, which provisions the President finds (i) involve deter­
minations which are subsumed in his decision and (ii) require 
waiver pursuant to section 8 (g) ,in order to permit the expeditious 
construction and initial operation of the tra-nsportation system. 

( 5) After a decision of the President designating an Alaska natural 
gas transportation system takes effect under section 8, the President 
shall appoint an officer of the United States, with the advice and con­
sent of the Senate, or designate a board (consisting of such an officer, 
so appointed with the advice and consent of the Senate, as chairman· 
and such other individuals as the President determines appropriate to 
serve on such board by reason of background, experience, or position) 
to serve as Federal inspector of construction of such transportation 
system, except that no such individual or officer may have a financial 
interest in the approved transportation system. Upon enactment of a 
joint resolution pursuant to section 8 approving such a system the 
Federal inspector shall-

( A) establish a joint surveil-lance and monitoring agreement, 
approved by the President, with the State of Alaska similar to that 
in effect during construction of the trans-Alaska oil -pipeline to 
monitor the construction of the approved transportatiOn system 
within the State of Alaska; 

(B) monitor compliance with apJ?licable laws and the terms and 
conditions of any applicable certificate, rights-of-way, permit, 
lease, or other authorization issued or granted under section 9; 

(C) monitor actions taken to assure timely completion of con­
struction schedules and the achievement of quality of construction, 
cost control, safety, and environmental protection objectives and 
the results obtained therefrom; 

( 
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(D) have the power to compel, by subpena if necessary, sub­
mission of such information as he deems necessary to carry out 
his responsibilities; and · 

(E) keep the President and the Congress currently informed on 
any significant departures from compliance and issue quarterly 
reports to the President and the Congress concerning existing or 
potential failures to meet construction schedules or other factors 
which may dehty the construction and initial operation of the 
system and the extent to which quality of construction, cost con­
trol, safety and environmental protection objectives have been 
achim-ed. 

90 STAT. 2909 

(6) If the President determines to designate for approval a trans­
portation system for delivery of Alaska natural gas to the contiguous 
::;tates, he may identify in such decision such terms and conditions 
permissible under existing law as he determines appropriate for inclu­
sion with respect to any issuance or authorization directed to be made 
pursuant to section 9. 

(b) The decision of the President made pursuant to subsection (a) Transmittal to 
of this section sha 11 be transmitted to both Houses of Congress and Congress. 
shall be considered received by such Houses for the purposes of this 
section on the first day on which both are in session occurring after 
such decision is transmitted. Such decision shall be accompanied by a 
report explaining in detail the basis for his decision with specific refer-
ence to the factors set forth in sections 5 (c) and 6 (a), and the reasons 
for any revision, modification of, or substitution for, the Commission 
recommendation. 

(c) The report of the President pursuant to subsection (b) of this Financial 
section shu ll contain a financial analysis for the transportation system analysis. 
designated for approval. Unless the President finds and states in his 
report submitted pursuant to this section that he reasonably antici-
pates that the system designated by him can be primtely financed, con-
structed, and operated, his report shall also be accompanied by his 
recommendation concerning the use of existing Federal financing 
authority or the need for new Federal financing authority. 

(d) In making his decision under subsection (a) the President shall 
inform himself, through appropriate consultation, of the views and 
objectives of the States, the Government of Canada, and other govern­
ments with respect to those aspects of such a decision that may mvolve 
intergovernmental and international cooperation among the Govern­
ment of the United States, the States, the Government of Canada, and 
any other government. 

(e) If the President determines to designate a transportation system 
for approval, the decision of the President shall take effect as provided 
in section 8, except that the approval of a decision of the President 
shall not be construed as amending or otherwise affecting the laws of 
the United States so as to grant any new financing authority as may 
have been identified by the President pursuant to subsection (c). 

CONORESSIONAL REVIEW 

SEc. 8. (a) Any decision under section 7(a) or 8(b) designating for 15 USC 7l9f. 
approval a transportation system for the delivery of Alaska natural 
gas shall take effect upon enactment of a joint resolution within the 
first period of 60 calendar days of continuous session of Congress 
beginning on the date after the elate of receipt by the Senate and House 
of Representatives of a decision transmitted pursuant to section 7 (b) 
or subsection (b) of this section. 

I 
I 

• I 



90 STAT. 2910 

"Resolution." 

42 usc 4321 
note. 

Referral to 
congressional 
committees. 

192 

PUBLIC LAW 94-586-0CT. 22, 1976 

(b) If the Congress does not enact such a joint resolution within 
such 60-day period, the President, not later than the end of the 30th 
day following the expiration of the 60-day period, may propose a 
new decision and shall provide a detailed statement concerning the 
reasons for such proposal. The new decision shall be submitted in 
accordance with section 7 (a) and transmitted to the House of Repre­
sentatives and the Senate on the same day while both are in session 
and shall take effect pursuant to subsection (a) of this section. In the 
event that a resolution respecting the President's decision was 
defeated by vote of either House, no new decision may be transmitted 
pursuant to this subsection unless such decision differs in a material 
respect from the previous decision. 

(c) For purposes of this section- · 
(1) continuity of session of Congress is broken only by an 

adjournment sine die; and 
(2) the days on which either House is not in session because of 

an adjournment of more than 3 days to a day certain are excluded 
in the computation of the 60-day calendar period. 

(d) ( 1) This subsection is enacted by Congress-
( A) as an exercise of the rulemaking power of each House of 

Congress, respectively, and as such it is deemed a part of the rules 
of each House, respectively, but applicable only with respect to 
the procedure to be followed in that House in the case of resolu­
tions described by paragraph (2) of this subsection; and it super­
sedes other rules only to the extent that it is inconsistent 
therewith ; and 

(B) with full recognition of the constitutional right of either 
House to change the rules (so far as those rules relate to the pro­
cedure of that House) at any time, in the same manner and to the 
same extent as in the case of any other rule of such House. 

(2) For purposes of this Act, the term "resolution" means (A) a 
joint resolution. the resolving clause of which is as follows: "That the 
House of Representatives and Senate approve the Presidential deci­
sion on an Alaska natural gas transportation system submitted to the 
Congres3 on , 19 , and find that any environmental 
impact statements pl'epared relative to such system and submitted 
with the President's decision are in compliance with the Natural 
Environmental Policy Act of 1969."; the blank space therein shall be 
filled with the date on which the President submits his decision to the 
House of Representatives and the Senate; or (B) a joint resolution 
described in subsection (g). 

(3) A resolution once introduced with respect to a Presidential 
decision on an Alaska natural gas transportation system shall be 
referred to one or more committees (and all resolutions with respect 
to the same Presidential decision on an Alaska natural gas transporta­
tion system shall be referred to the same committee or committees) 
by the President of the Senate or the Speaker of the House of Repre­
sentatives, as the case may be. 

(4) (A) If any committee to which a resolution with respect to a 
Presidential decision on an Alaska natural gas transportation system 
has been referred has not reported it at the end of 30 calendar days 
after its referral, it shall be in order to move either to discharge such 
committee from further consideration of such resolution or to dis­
charge such committee from consideration of any other resolution 
with respect to such Presidential decision on an Alaska natural gas 
transportation system which has been referred to such committee. 

--·--



l 

t 

193 

PUBLIC LAW 94-586-0CT. 22, 1976 90 STAT. 2911 

(B) A motion to discharge may be made only by an individual Debate 
favoring the resolution, shall be highly privileged (except that it may limitation. 
not be made after the committee has reported a resolution with respect 
to the same Presidential decision on an Alaska natural gas transporta-
tion system), and debate thereon shall be limited to not more than 
1 hour, to be divided equally between those favoring and those oppos-
ing· the resolution. An amendment to the motion shall not be in order, 
and it shall not be in order to move to reconsider the vote by which 
the motion was agreed to or disagreed to. 

(C) If the motion to discharge is agreed to or disagreed to, the 
motion may not be made with respect to any other resolution with 
respect to the same Presidential decision on an Alaska natural gas 
transportation system. 

(5) (A) When any committee has reported, or has been discharged 
from further consideration of, a resolution, but in no case earlier 
than 30 days after the date of receipt of the President's decision to 
the Congress, it shall be at any time thereafter in order (even though 
a previous motion to the same effect has been disagreed to) to move to 
proceed to the consideration of the resolution. The motion shall be 
highly privileged and shall not be debatable. An amendment to the 
motion shall not be in order, and it shall not be in order to move to 
reconsider the vote by which the motion was agreed to or disagreed to. 

(B) Debate on the resolution described in subsection (d) (2) (A) 
shall be limited to not more than 10 hours and on any resolution 
described in subsection (g) to one hour. This time shall be divided 
equally between those favoring and those opposing such resolution. 
A motion further to limit debate shall not be debatable. An amend­
ment to, or motion to recommit the resolution shall not be in order, 
and it shall not be in order to move to reconsider the vote by which 
such resolution was agreed to or disagreed to or, thereafter within 
such 60-day period, to consider any other resolution respecting the 
same Presidential decision. 

(6) (A) Motions to postpone, made with respect to the discharge 
from committee, or the consideration of a resolution and motions to 
proceed to the consideration of other business, shall be decided with-
out debate. . 

(B) Appeals from the decision of the Chair relating to the applica­
tion of the mles of the Senate or the House of Representatives, as the 
case may be, to the procedures relating to a resolution shall be decided 
without debate. 

(e) The President shall find that any required environmental 
impact statement relative to the Alaska natural gas transportation 
system designated for approval by the President has been prepared 
and that such statement is in compliance with the National Environ-
mental Policy Act of 1969. Such finding shall be set forth in the 42 USC 4321 
report of the President submitted under section 7. The President may note. 
supplement or modify the environmental impact statementslrepared 
by the Commission or other Federal officers or agencies. ny such Submittal to 
environmental impact statement shall be submitted contem- congressional 
poraneously with the transmittal to the Senate and House of Repre- committees. 
sentatives of the President's decision pursuant to section 7 (b) or 
subsection (b) of this section. 

(f) ·within 20 days of the transmittal of the President's decision Report, submittal 
to the Congress under section 7 (b) or under subsection (b) of this to Congress. 
section, ( 1) the Commis_si_on shall ~ubmi~ to the (_:)ongress . a report 
commentmg on the deCisiOn and mcludmg any mformatiOn with 
regard to that decision which the Commission considers appropriate, 
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and (2) the Council on Environmental Quality shall provide an 
opportunity to any interested person to present oral and written data, 
v1ews, and arguments on any environmental impact statement sub­
mitted by the President relative to any system designated by him 
for approval which is different from any system reported on by the 
Commission under section 5 (c), and shall submit to the Congress a 
report summarizing any such views received. The committees in each 
House of Congress to which a resolution has been referred under 
subsection (d) (3) shall conduct hearings on the Council's report and 
include in any report of the committee respecting such resolution the 
findings of the committee on the legal and factual sufficiency of any 
environmental impact statement submitted by the President relative 
to any system designated by him for approval. 

(g) (1) At any time after a decision designating ~l transportation 
system is submitted to the Congress pursuant to this section, if the 
President finds that any provision of law applicable to actions to be 
taken under subsection (a) or (c) of section 9 require waiver in 
order to permit expeditious construction and initial operation of the 
approved transportation system, the President may submit such pro­
posed waiver to both Houses of Congress. 

(2) Such provision shall be waived with respect to actions to be 
tak<•n under subsection (a) or (c) of section 9 upon enactment of a· 
joint resolution pursuant to the procedures specified in subsections 
(c) and (d) of this section (other than subsection (d) (2) thereof) 
within the first period of 60 calendar days of continuous session of 
Congress beginning on the date after the date of receipt by the Senate 
and Honse of Representatives of such proposal. 

( 3) The resolving clause of the joint resolution referred to in this 
subsection is as follows: "That the House of Representatives and 
Senate approve the waiver of the provision of law ( ) as pro-
posPd by the President, submitted to the Congress on , 
19 ." The first blank space therein being filled with the citation to 
the provision of law and the second blank space therein being filled 
with the date on which the President submits his decision to the House 
of Representatives and the Senate. 

( 4) In the case of action with respect to a joint resolution described 
in this subsection, the phrase "a waiver of a provision of law" shall 
be substituted in subsection (d) for the phrase "the Alaska natural 
gas transportation system.". 

AUTHORIZATIONS 

S11c. 9. (a) To the extent that the taking of any action which is 
necessary or related to the construction and initial operation of the 
approved transportation system. requires a certificate, right-of-way, 
permit, lease, or other authorization to be issued or granted by a 
Federal officer or agency, such Federal officer or agency shall-

( I) to the fullest extent permitted by the provisions of law 
administered by such officer or agency, but 

(2) without regard to any provision of law which is waived 
pursuant to section 8(g) issue or grant such certificates, permits, 
rights-of-way, leases, and other authorizations at the earliest 
practicable date. 

(b) All actions of a Federal officer or agency with respect to con­
sideration of applications or requests for the issuance or grant of a 
certificate, ril!ht-of-way, permit, lease, or other authorization to which 
subsection (a) appli<'s shall be expedited and any such application or 
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request shall take precedence over any similar applications or requests 
of the Federal officer or agency. 

(c) Any certificate, right-of-way, permit, lease, or other authoriza­
tion issued or granted pursuant to the direction under subsection (a) 
shall include the terms and conditions required by law unless waived 
pursuant to a resolution under section 8(g), and may include terms 
and conditions permitted by law, except that with respect to terms 
and conditions permitted but not required, the Federal officer or 
agency, notwithstanding any such other provision of law, shall have 
no authority to include terms and conditions as would compel a 
change in the basic nature and general route of the approved trans­
portation system or those the inclusion of which would otherwise 
prevent or impair in any si~nifica·nt respect the expeditious construc­
tion and initial operation ot such transportation system. 

(d) Any Federal officer or agency, with respect to any certificate, 
permrt, right-of-way, lease, or other authorization issued or granted 
by such officer or agency, may, to the extent permitted under laws 
administered by such officer or agency add to, amend or abrogate any 
term or condition included in such certificate, permit, right-of-way, 
lease, or other authorization except that with respect to any such 
action which is permitted but not required by law, such Federal officer 
or agency, notwithstanding any such other provision of law; shall 
have no authority to take such action if the terms and conditions to be 
added, or as amended, would compel a change in the basic nature 
and general route of the approved transportation system or would 
otherwise prevent or impair in any significant respect the expeditious 
construction and initial operation of such transportation system. 

(e) Any Federal officer or agency to which subsection (a) applies, 
to the extent permitted under laws administered by such officer or 
agency, shall include in any certificate, permit, right-of-way, lease, or 
authorization issued or granted those terms and conditions identified 
in the President's decision as appropriate for inclusion except that 
the requirement to include such terins and conditions shall not limit 
the Federal officer or agency's authority under subsection (d) of this 
section. 

JUDICIAL REVIEW 

90 STAT. 2913 
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conditions. 

SEc. 10. (a) Notwithstanding any other provision of law, the actions 15 USC 719h. 
of Federal officers or agencies taken pursuant to section 9 of this Act, 
shall not be subject to judicial review except as provided in this 
section. 

(b) (1) Claims alleging the invalidity of this Act may be brought 
not later than the 60th day following the date a decision takes effect 
pursuarrt to section 8 of this Act. . 

(2) Claims alleging that an action will deny rights under the Con­
stitution of the United States, or that an action is in excess of statutory 
jurisdiction, authority, or limitations, or short of statutory right may 
be brought not later than the 60th day following the elate of such 
action, except that if a party shows that he did not know of the action 
complained of, and a reasonable person acting in the circumstances 
would not have known, he may bring a claim alleging the invalidity 
of such acti.on on the grounds stated above not later than the 60th day 
following the elate of his acquiring actual or constructive knowledge 
of such action. 

(c) (1) A claim under subsection (b) shall be barred unless a com­
plaint is filed prior to the expiration of such time limits in the United 
States Court of Appeals for the District of Columbia acting as a 
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Special Court. Such court shall have exclusive jurisdiction to deter­
mine such proceeding in accordance with the procedures hereinafter 
provided, and no other court of the United States, of any State, ter­
ritory, or possession of the United States, or of the District of 
Columbia, shall have jurisdiction of any such claim in any proceeding 
instituted prior to or on or after the date of enactment of this Act. 

(2) Any such proceeding shall be assigned for hearing and com" 
pleted at the earliest possible date, shall, to the greatest extent practica­
ble, take precedence over all other matters pending on the docket of 
the court at that time, and shall be expedited in every way by such 
court and such court shall ·render its decision relative to any claim 
within 90 days from the date such claim is brought unless such court 
determines that a longer period of time is required to satisfy require­
ments of the United States Constitution. 

(3) The enactment of a joint resolution under section 8 approving 
the decision of the President shall be conclusive as to the legal and 
factual sufficiency of the environmental impact statements submitted 
by the President relative to the approved transportation system and 
no court shall have jurisdiction to consider questions respecting the 
sufficiency of such statements under the National Environmental 
Policy Act of 1969. 

SUPPLEl\fENTAL ENFORCEMENT AUTHORITY 

SEc. 11 (a) In addition to remedies available under other applicable 
provisions of law, whenever any Federal officer or agency determines 
that any person is in violation of any applicable provision of law 
administered or enforceable by such officer or agency or any rule, 
regulation, or order under such provision, including any term or condi­
tion of any certificate, right-of-way, permit, lease, or other authori­
zation, issued or granted by such officer or agency, such officer or 
agency may- -

(1) issue a compliance order requiring such person to comply 
with such provision or any rule, regulatwn, or order thereunder, 
or 

(2) bring a civil action in accordance with subsection (c). 
(b) Any order issued under subsection (a) shall state with reason­

able specificity the nature of the violation and a time of compliance, 
not to exceed 30 days, which the officer or agency, as the case may be, 
determines is reasonable, taking into account the seriousness of the 
violation and any good faith efforts -to comply with applicable 
requirements. 

(c) Upon a request of such officer or agency, as the case may be, 
the Attorney General may commence a civil action for appropriate 
relief, including a permanent or temporary injunction or a civil 
penalty not to exceed $25,000 per day for violations of the compliance 
order issued under subsection (a). Any action under this subsection 
mav be broug-ht in any district court of the United States for the dis­
trict in which the defendant is located, resides, or is doing business, 
and such court shall have jurisdiction to· restrain such violation, 
require compliance, or impose such penalty or give ancillary relief. 

EXPORT LIMITATIONS 

SEc. 12. Any exports of Alaska natural gas shall be subject to the 
requirements of the Natural Gas Act and section 103 of the Energy 

,J 





90 STAT. 2916 

Report to 
Congress. 
43 usc 1651 
note. 

43 usc 1651 
note. 

Report to 
Congress. 
15 USC 719 note. 

198 

PUBLIC LAW 94-586-0CT. 22, 1976 

REPORT ON THE EQUITABLE ALLOCATION OF NORTH SLOPE CRUDE OIL 

SEc. 18. Within 6 months of the date of enactment of this Act, 
the President shall determine what special expediting procedures ar.e 
necessary to insure the equitable allocation of north slope crude oil 
to the X orthern Tier States of 'Vashington, Oregon, Idaho, Montana, 
North Dakota, ~Iinnesota, Michigan, ·wisconsin, Illinois, Indiana, 
and Ohio (hereinafter referred to as the "Northern Tier States") to 
carry out the provisions of section 410 of Public Law 93-153 and 
shall report his findings to the Congress. In his report, the President 
shall iuentify the specific provisions of law, which relate to any deter­
mination of a Federal officer or agency as to whether to issue or grant 
a ePrtificate, permit, right-of-way, lease, or other authorization in 
connection with the construction of an oil delivery system servin14 
the N orthem Tier States and which the President finds would inhibJt 
the expeditious construction of such a system in the contiguous States 
of the United States. In addition the President will include in his 
rt>port a statement which demonstrates the impact that the delivery 
system will ha~·e on reducing the dependency of New England and 
the l\Iiddle Atlantic States on foreign oil imports. Furthermore, all 
Fe(leral officers and agencies shall, prior to the submission of such 
t·pport and furt het· congressional action relating thereto, expedite to 
the fullPst practicable extent all applications and requests for action 
made with respect to such an oil delivery system. 

A:-iTITRGST STUDY 

SEc. 19. The Attorney General of the United 8tates is authorized 
and directed to conduct a thorough study of the antitrust issues and 
problems relating to the production and transportation of A la~ka 
natural gas and, not later than six months following the date of 
enactment of this Act, to complete such study and submit to the 
Congress a report containing his findings and recommendations with 
rPspect thereto. 

EXPIRATION 

15 USC 719 note. SEc. 20. This Act shall terminate in the event that no decision 
of the President takes effect under section 8 of this Act, such termi 
nation to occur at the end of the last day on which a decision could 
be, but is not, approved under such section. 

Approved October 22, 1976. 
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