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MEMORANDUM OF THE CHAIRMAN

To Members of the Senate Comvmittee on Emergy and Natural
Resources:

The Alaska Natural Gas Transportation Act (Public Law 94-586),
passed by Congress on October 1, 1976, and signed by 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-of 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, if 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.
()

ARLIS

Alaska Resources Library & Information Services
Library Building, Suite 111
3211 Providence Drive
Anchorage, AK 99508-4614
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DECISION OF THE PRESIDENT

DECISION ON AN ALASKA

- NATGRAL GAS TRANSPORTATION

-. SYSTEM

PREFACE.— STATUTORY REQUIREMENTS FOR A DECISION ON AN ALASKA

NATURAL GAS TRANSPORTATION SYSTEM

Section 7(a)(4) of the Alaska Natural Gas
Transportation Act of 1976 (ANGTA) 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 convenience and necessity to construct
and operate such system;

(C) 1identify 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 8(g) in order to
permit the expeditious construction and initial
operation of the transportation system.

(1)



'Vggygart of theze determinations, an Agreement on
Prinéipiea caneluded with the Government of Caﬁa&a pra-
seribes variouws terms and conditioﬁe applicable to the
construction and operation of theipipeline. The Agreement'

on Principles is attached hersto a8 Beetion 7 of thisz

s

ecision and mesde an iotegral part,cf‘the Decision by this

fef@zenée, ff” fﬁ %
:Sith,khe incorporation of -the zforesaid Agreemant,

and the finding that:ityis in the national inierestkto

expeditiously undertake to construct an Alzska &aﬁuxal

Gas Transportakion System, the system designation and

related statutory detersmipations are as follows:
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SECTION 1 - DESIGNATION OF PERSON TO éONSTRUCT AND OPERATE
. THE SYSTEM

The Alcan Pipeline Company, now a wholly owned
subsidiary of Northwest Pipeline Corporationl/, 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’
consisting of subsidia?ies 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 constrﬁct and operate the portion
of the system from the Upited States-Canada border near
Monchy, Saskatchgwan, to a-point near Dwight, Illinois.

The Alcan Pipeline 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.
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Alaskan

withogt discrimination, except producers o
narural gas.
The Pacific Gas Transmission Company is hersby

and cperare the portion-of the

ttates/Canada border near Kingsgste,
British Columbila, teo ths border between the States of

California and Q

andg Electyic Company 15 hersby
and operate the portion of the

between the States of California

State of California.




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

The Alcan system-is an- overland pipeline system to
trénsportrnatural ga§ from the Prudhoe Bay area of Northern
Alaska through Alaska and Canada into the Midwest and
Westernwseqtions 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). Thé system described herein is designed to
hanale 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 wiil 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 Slope of Alaska, crocss
the Brooks Rangé through the Atigun Pass, and coﬁtinue on
to Delta Junction,

At Delta Junction, the Alcan Pipeline will diverge from
the Alyeska oil pipeline and follow the Alaska HighWay and
the Haines o0il products pipeline right-of-way, passingv

near the towns of Tanacross, Tok, and Northway Junction
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in Alaska. The right-of-way of the Haines oil 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-
ties 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 separated by 100 to 200 feet where blasting:
to build the piéeline trench would occur (approximately
350 miles of pipeline length);. Additional studies will
determine the minimum distance between the Alyeska oil
pipeli;; and the Alcan line that is necessary to pérmit

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




':@Qéhes the White River {milepost %4}, wher t' 111 taks

'ayﬁér@,eastwarﬁ course acrngs the Yukon Ter titoxy. The
’bipéljne will cross the Territory generally parallel ro .
tto dlaska EHighway. Along most of the pipeline route

ugh the Yuken; the seperation betwsen the pipelins

‘

% and bighway roatﬂ will be approsipately one mile,

wre will be s§v9ral polntg, however; where ths pipeline.

divert substastially frow the route of the
Alaska Wighway. These deparvures from the Alaska Highway
route will permiit the pipeline fo vontinue on s move divest
course than 1f it were to follow the Alaska Highway.

Ay approzimately milepost 246, the pipeline will
be routed norrh of Whizeborse and cress the Yukon River near
the intsrsscticn Qf the Alagke and Klondike Highways Heax

this intersection, apgroxisately & miles novthwast of

Whitehovrse, the pipeline will Lo opermit 3
later connection with the propossd Dempster Line from
the Mackenzie Delta, 1f and when the Dempsteyr Line is
eénstfﬁctede

Afrer it grosses the Yukon River novih of Whitehorse,
the pipeline will bturn southesst and again travel paraiiel
ta the ARlaska Highway, entering British Columbla at approxi~
mateiy milepost 397 and reentering the Yakon Territory at

approximately wilspost 4235, The pipeline will continue



to follow the Alaska Highway eastward through the Yukon
Territory and again cross the border into British Cdlumbia,
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 &ill proceed generally southeast across’ the
northeastern part of the Province to the British Columbia/
Alberta border, crossing the existing Westcoast Transmission
Company Ltd. main -line some 35 miles south of Fort Nelson.
At Boundary Lake on the British Columbia-Alberta border,
thé pipeline would connect with the Foothills Pipe Lines*
(Alta.) Ltd. pipeline. In -Alberta, the Foothills Pipe
Lines (Alta.)'Ltd.'pipeiine will proceed generally -southeast
from Boundary Lake to Gold Creek Junction. After Gold Creek
Junction, "the ‘pipeline will follow the existing Alberta Gas
Trunkline Co., Ltd. (AGTL) pipeline right-of-way to James
River Station,

From James Rivep Station, the western leg of the
pipeline will proceed separately to the south, approximatelyr
following the existing AGTL right-of-way to the Alberta/
Brifish'Columbia border near Coleman, Alberta. It will

then connect with the Foothills Pipelines (South B.C.)



bed, pipeline, wontinue to the southwesit acroess British
folumbiz, and finally connect with the Pacific Gas
FTransmission {BET) pipeline at the (nited States)éaﬁaﬁa
border cear Kingsgate, British Colbwbia. The pipeline
raute thr0ugh émuthern British Columbia will generally
parailel the éxisting pipeline route of Alberts Matnral
Gas Company Ltd.

For the eastern leg from the James River Station, the
pipeline will Qtocéeﬁ generally o the southeast until it
reaches the élbeﬁtafSaskatchewan border near Empress,
Alberta. The eastern leg will then connect éith the
Foothills Fipe Lines {(Sask.) Ltd. pipeline. The pipeline
will then continue to the southeast acress Saskatchewan
and deln with the Northeen Bsrﬁetﬁpiéeline system at the

United States/Canada border near Monchy, Saskatchewan.

Alcan Pipeline Route in the Contiguous Unlted States
On the western leg, the Alaska gas will be transferved .

at the United States~Canada border nzar Kingsgate, British -

g

Columbia, to the PGT system. The PGT systew will transport

¥

the gas through norihern Idaho, southeast Washington, and
central QOregon. At the Orzgon/California border, the gas
will be transferred to gnter the Pacific Gas and Electric
Company (PG&E}] syvstem and will then be transported through-

ont Caslifornia.
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On the sastern leg the Alaska gas will be transferred
at the Saskatchewan/Hontana botder from the Canadian~owned
portion of the Alcan aystewm to ths Northern Bordey
Pipeline syétem, The MNorthern Bordex Pipéline system
will then transport the gas acrogs the northeast corner
of Montana, the sauthwest sectiqn of Rorth Dakota, the
northeast section ¢f South Sakdﬁa, the southwest corner of
Minnesata, and the northeast section of réwa, and finally
bring the gas just south of Chicago to Bwight, Iilinois.

Exhiibit 2 on the fcllowing page’illustrates the
respectivé routes of the eastern and western legs of the
~&lean system and their relationship to the exigting gas

plpeline network in the United States.

BEAZEG O ¥7 w2




ALCAN Pipeline Project Location Relative
to Existing Natural Gas Pipeline Network
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SECTION 3 ~ IDBHTIFICATION OF FACILITIES INCLUDED WITHIN

TCONSTRUCTION AND INITIAL OPERATIOR®

General Project Desgription

This section identifies the facilities for the Alcan
project which will be entitled to the expeditsd auvthoriza~
tion process prescribed in Ssction ¢ of ANGTA. The
facil%ﬁieﬁ which are toybe covered ave Uthosz in the 8BS,
which are adeguate for a8 throughput ¢f up to 2.4 hefd and
are included in the revised alcan filing submiited to the
Federal 2ower Commissgion {(FPC) in March 8, 1877, I any
modifications to thoese facilities. are reguired by the
agreement on Priccivles betwesn the U.35, and Canada, those
wodified facilities will also be entitled to the expedited
authorizaticn process in Section .

Uncertainties remain as to the futtre level of gas
exports from Capadal’s historical gas supply sources. YThe
antwal divigion of Alaskas gas amony the various regions of
the contiguous United States awaits conclusion of gas sales»
conptracts,  Routing and design work should be sufficiently
camplete-to allow final certification in iate 1378 or saviy
1874, Ihe finzl devign and lgcation of ﬁhe facilities,
however, will be within the gensval deszcription set forth.

The gas transporbtation pystem will usilize 2 48~inch

dlametzr plpsline frow Prwidhos Bay to James River, Alberta,
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From James River, gas destined for the midwesterp and
eastern states will be.transported through a 42-inch
diameter pipeline to Moﬁchy, Saskatchewén, and gas des-
tined for the western states will be transported through a
36-inch pipeline to Kingsgate, Britisﬁ Columbia., PGT and
PG&E will complete loopingz/as necessary of their existing
pipeline systems frﬁm the Idaﬁo—British Columbia border ﬁo
Antioch, California (nearISan Francisco) with a 36-inch
diameter pipeline;

Ail of the pipeline in Alaska and the ﬁirst forty-one
miles of pipeline in the Yukon lie in the continuous and
discontinuous permafrost regibn.é/ This section will be

Aoperated in a chilled state (i.e., below.32°F.) to pre=

vent degradation of the permafrost regime. Gas chilling

2/

"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.

3/ By definition, permafrost consists of soil, rock, or
other earth materialb'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-
lation 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.




will he accomplished by propane refrigeration systems at
2ll compressor stations in Alaska.

The length of the various pipeline segments will be as

faollows:
) I.'t?ﬂqth
Company Logation (Miles)
Alcan FPipeline Company ’ Alaska 731
Foothills Pipe Lines ¥Yekon 517
{Bouth ¥Yukon) Ltd.
Foothills Pipe Lines Saskatchewan 150
{Gask.} Ltd.
Foothills Pipe Lines Yukon/&.C. Border to 439
{North B.C.) Lbd. 8.C./Albarta Border
Foothills Pipe Lines Coleman to Kingsgate 106
{Sputh B.C.} Lid.
Foothills Pips Lines B.C./BRlberta to 39%
{Alta.} Ltd. James River
Jameg River to {olemen 17¢
James River to Bmpress 235
Total Alaska and Canada ‘ 2,759
Pacific GCas Tranenission Co. Ringsgata‘to Malin §12
Paeific Gas & Electric Co. Malin Eé Antioch 289
gorthern Border Pipeline Co. #onchy to Dwight 4,157
Total Contigoous States 2,028
Total System Length 4,787

Exhibit 3 on the next page identifies and locates the

various pipeline segments.




Alcan Pipeline
Company
731 Miles, 48"Line

Foothills Pipe Lines
(South Yukon) Ltd.
517 Miles, 48°Line

Foothills Pipe Lines
(North B.C.) Ltd.
439 Miles, 48°Line

Foothills Pipe Lires
(Alta) Lid.
176 Miles, 36"Line

Foothills Pipe Lines
(Alta) Ltd.
395 Miles, 48°Line

Foothills Pipe Lines
(South B.C.) Ltd.
106 Miles, 36"Line

Foothilis Pipe Lines
(Alta) Ltd.
236 Miles, 42"Line

Pacific Gas
Transmission Co.
612 Miles
Partial 36"Looping

Foothills Pipe Lines
(Sask) Ltd.
160 Miles, 42°Line

Pacific Gas &
Electric Company
299 Miles
Partial 36"Looping

Northern Border
Pipeline Company
1,117 Miles, 42°Line

DESCRIPTION OF

ALCAN PIPELINE PROJECT

91
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Prak~day capacity ustilizing nine coupresscr stations

{gsee item 4 below) will be 2,5 pcefd, with an average daily
volume of 2.4 beofd. By installation of intermediate com-—
pressoy stations, the system covld be increased to 3.4 bofd
peak capavity, with an average day capacity of 3.2 bofg,
The gystem capacity could be further increased by addition
to the compressor horsepower at each station.

alcan Compy

580X Sta ons and Refrigeration
1lities in Alaska

U.'

Centrifugal compressors, powerved by natural gas-fueled

$us

turbine engines, will be used on the Alcan systen. In ordsr

to minimize thawing of the permafrost soil, the discharge
gas at each compressor station in Alaska will be chillied by

3 propane refrigeration plant. The following describes the

‘h

requirsed compression and rigeration facilities, All of

are requived for c¢onstracticn and initial

Rumber o Total Installad Horgepower{ISQ
85 Gas Gas
Coppresgors Compression Refrigeration
26,500 7650
26,500 7,565

25,508 13,830
6,500 13,830
25,500 13,320
26500 13,830
26,500 13,820
26,508 13,830

1
1
1
1
1
i
1
1

212, 608 83,200
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Other Alcan Pipeline Facilities in Alaska

Metering facilities for the measurement of gas flow
and gas gquality will be required in Alaska at the Prudhoe
Bay receipt point, at the Fairbanks sales-poiﬁt, 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.é/

Alcan will utilize staging areas established for thé
Alyeska o0il pipeline at Prudhoe Bay, Fairbanks, and Valdez.
Material storage sites will be located at Anchorage, Seward,
and Whittier, and at selected locgtions along the pipeline
route.

Existing transportation and communication facilities
will be utilized to the fullest extent p?acticable. Short
lateral roads will be constructed to pipeline facilities
as required.

Permanent bases for operating and maintqining the system

will be selected and located after defining areas in which

‘common problems may occur due to similarities of terrain and

\

"
&/ The compressor stations will be automated for remote
control of all normal functions, including discharge gas
temperature.




climate.  The bases wiil be located at oOv near compressor
stations to aveid duplication of permansnt above-ground
facilities. Materisls and varicus gpare parts will be

located at the bases to fagilitate maintenance and vepair

]

~

sperations,
A1l of these facilities will be requived for construc-

tiogn and initial operation,

2534

Lower 48 Facilitie

For purposes of this part of the Decision, the facitities

described generally dSelow are deemed neaeésary for construc-

tion and initial operation, and will b2 entitled to expedited
kissuéébe of authorizations pursuant to Secticn 9 of AHGTA,

provided that the final certification of such facilities

shall be determined by reference to the size nece
provids the transportation capacity cevtified Lo the e
by tne Secretary of frergy, as set forth iw the tarms and

conditions section, ’

. )

3/ The fiaal certification fanciion currently resides with
the Federal Power Ccmmission under the Natural Gas &ct,
On Ccrober 1, 1877, the Department of Enerygy will he
activated pursuant to the Departwent of Energy Organiza-~
tion Acgt, Public Law 95~%21, and the functions of the FPC
under the Natural Gas Act will b tranafervad in part to
the Federal Eneryy Regulatory Commission (FRRO}. $hera-
fore, where refervence is made herein to future actions
of the FPC, they will be carvied out by either the
Segvetary or the FERC, asz the case may bs, as of
Octuber 1, 1377,
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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

Alaekan gas will be transferred at the Canada/United
States border near Kingsgate, British Columbia, to Pacific
Gae Transmission Companyb(PGT) PGT will transport the
gas through Idaho, Washington, and Oregon. At the Oregon/
California border, the gas will enter the intrastate
facilitiés of Pacific Gas and Electric Company (PG&E)

The gas wlll be transported throughout much of California
through existing and expanded 1ntrastate gas pipelines.

The additional Western Leg facilities which are part
of the Alcan project are those covered by the "1580 Des1gn.
The major component of this expansion will add approx1mately
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 syetem.
Varioua modifications to the existing compression facili-

ties will be required. However, the increase in system




capacity of 659 mmcfd ¢ould be achieved without instsailation
of additional compression horsspower or increase of compres~
#inn fuel vgage. A winor addition of fagilities south of
Antioceh may be made at 3 latey date, depending on conditions
prevailing at that bime. All Westers Leg facilities which
are part of the Alcan project are subiject to Section % of

ANGTA.

The Eastern Leg

The Alcan system will rransport Alaskan gas for
delivery wo Midwestern and Bastern mavkets in the lowex
continantal whiéed States through an Bastern Leg, The
Bagterp Leg will cémmeace at the hifurcastion point of the
main‘exgreséyliae at Jawmes River, Albmria and terminate
at bLwight, Illicois {nesr Chicagol. Potal lengbh of the
Eastsrn Leg will be 1,332 miles, including 23% wmiles in
Canada and 1,117 miles in the United BSrates, ALl pipeline
for the Eastern Leg will be 42 inches in diameter.

Slaskan gas will ke transferrved at the Saskatchewan/

Montana border from the Cansdist-owned portion of the Alcan

zyst to the Northsrn Border Pipeline system {Northern
- Rordsr). The Northern Border system will travel diagonally
across Montana, Novth Dakota, South Dakota, ¥innesota, and

Iowa, and terminate near Chicagoe, Iilinois, Alomg 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 ‘teceive Alaska gas by displacement.é/

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 reqﬁi;ed facilities
will depend upon the division of Aléskan gas amoné the
various pipeline companies and various regions of the
contiguous States. Final design Qill be complete at the
time of final system certification in late 1978 6r earli
1979. All facilities which ére part of .the Northern Border
system are necessary fér construction and initial operation,
and all faciiities which are part of the Northern Border
system as finally certified by the FPC are subject to

Section 9 of ANGTA.

6/

"Displacement” of gas is a method by which gas may

be supplied to a purchaser from close by in exchange for

gas sold to the purchaser elewhere. Displaceme:it, —aich

is a commonly used method in the gas industry, eli .n tes
the cost of physically transferring gas between market..




SECTION 4 ~ DELINEATION OF PROVISIONS O
BUBSUMED IN THIS DECISION AND EEQU

F LAY THAT ARE
IRE WAIVER

Jnder Section 7¢al(4)(D) of ARGLA, the President shall

identify those provisicns of law, relating to any
deternination of a Federal officver or agency as to
whether a certificate, permit, right-of-way. lease,
or other authorigation shall be lssued or be granted,
which provigions the President finds (i) iavelve
detgrminakions which are subsumed in nis cision and
{11} regulire waiver pursuant to section 8{g} in order
to permit the expeditious constructicon and initial
operation of the transportation system.

At this time, however, there are only twod statutory
provisions that involve determinations subsumed in this
decision and reguire walver pursuant to section 8{g} of

ABGTA. 7/

51

finder Section 3 of the Natural Gas Act {15 U.5.C.

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

authaorize any cxport of natural gas:; such an order shall

77 Section S{g){l} of ANGTA states that the President
will have the opportunity at a later date to identify
angd seek waiver of additional provisions of law.

Thig subsection stvates:

At any time after a decision designating a
transportation sygtem is submitted to the Congress
pursuant to this section, if the President finds
that any provision of law applicable to actiong to
he taken under subsection (a) or {¢) of gadtion ¢
requivre waiver in order to permit sxpeditious con~
styuction and initial operation of the approved
transportation system, the President may submit
such proposed waiver to both Houses of Congress.
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issue unless the Commission finds thatvthe‘export is not

consistent with the public interest.

In addition, under Section 103 of the Energy Policy .

and Conservation Act, the President is'required to promui—
gate a general rule‘prohibiting exports of natural gas’
from the U.S., eXcept that he may permit those ekports
which he determines to be consistent Qith the national
interest and with the purposes,of the Act (Section 103(b)
(1)). To make such a determination, Sectiop»lOS(d)(l)
directs the President to take into account the need to -
leave uninterrupted or unimpaired “exchangés in s}milar
guantity for convenience or increased efficiency of trans-
portation with persons or the government of a foreign
state."

As a result of the recent Agreément on Principles
between the United States'and Canada, Alcan will, be
required to make available'limited quantitiés'of Aléékah‘
'gas to communities in the Yukon Territory and the western
provinces,‘subject to provision of replqcement gas down-
stream in Canada. This transaction will be an export
requiring separate authorizations under .the above

mentioned two statutes.




The reguirements arising under Section 3 of the
Natural Gag Act and under Sescotion 103 cf the Eneryy Policy
and Conservation ket could be met without wailver of these
provisions, but additional, and unnecessary, FPLU and
Pregidential action would be regquired.  Accordingly, both
of these statutory subsections shall ks walved for the

exchange of gas mentioned herein.
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SECTION 5 - TERMS 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-of—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 standa;ds of environmental and construction perfor-
mance, and the procedures for the submiésion 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 stipﬁlations and terms and conditions
but are intended to begin the process by which a set of
effective and workable safequards 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. i
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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 éuthority over thg enforcement of‘these terns
and econditions 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

1. Prior to the issuance of the certificate,
the succéssful applicant shall provide a
detailed ovérall 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 O'= 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 . .
contract. Otherwise, the applicant shall use
fixed-price contracts, including the firm fixed-
price, the fixéd—price with escalation, and
fixed-price incentive type of contréct,

3. The successful épplicant 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 Schgdule Control Techniques
4, Prior to the initiation of constructién,

the successful applicant shall provide a
detailed analysis and description of its

progosed cost and schedule control techniques.
The applicant shall give particular consideration
to cost and manpower control and manpower

estimating technigques.
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-5, Prior to the initiation of éonstruction,

the successful applicant shall develop and
submit to the Federal Inspector a final design,
-design-cost estimate, and construction schedule.
This design cost estimate and schedule must
represent a construction design of at least

70 percent {or greater) of the total systen,

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 speci-
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 facilities and spare-part inventories,

to the execution contractors. The applicaht
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shall give consideration to, various techniques
of equipment provision, including use of equip-

ment pools, equipment leasing or buy-backs.

- 7. Erior to the initiation of construction,

the successful applicant shall supply detailed
information to the Federal Inspector on its
labor relations procedures, and indicate thé
proposed means to address and resolve disputes
arising ﬁnder collective bargaining agreements.
8. In enterihg into contracts with execution
contractGrs, the successful applicant shall
seek to incorporate techniques for resolving
disputes arising under such contracts without
recourse to -litigation. .

Quality Assurance and .Control Procedures

9. The successful 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 placément,»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 Federal officers.

Minority Business Enterprise Participation

- 11. The successful applicant -shall- develop 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 subcoantractors having
contracts valued at $150,000 or more to develop
similar plans providing the assurances specified

in the preceding sentence.
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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 ang

start-up phases.
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4., The successful applicant shall establish

a procedure to ensure access to all project

facilities by the Federal Inspector, or his

designated representative, in the performance’
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.

Environment

1. The successful applicaﬁt‘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 environmenéal values
during the design, construction and operation of
the pipeline. These additional "site spgcific“
terms and conditions‘will be issued as appropri-
ate to minimize disturbance from construction
and operation of the pipeline 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 éipeline
ruptures, leaks and hazards; to maintain air

and water guality 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-
méntal protection with the propésed 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 sbecific environmental
safequards 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.

Finance

1. The successful applicant shall provide for
privaﬁe 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 overall 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

estiﬁates filed by Alcan with the Federal Power

Commission on March 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.

L4
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segments as the basis for fixing a variable rate
of return on eguity that will reward the applicant
for project completion under budgeted cost and
pénalize the applicant for project completion
above budgeted cost. The variable return shall
be set to provide substantial incentives 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 subseguently be submitted to
the Federal Inspector. The applicant shall,
however, submit to the FPC. for approval on a
timeiy 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, sgrcharge,

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-
tiop of the system.

4, The Alcan Pipeline Company, or its successor,
and the Northern Border Pipeline, or its suc-
cessor, shallvbe publicly held corporations

or general or limited partnerships, open to

~ ownership participation. by all persons without

discrimination, except producers of Alaskan -

natural gas.

Antitrust

1. The. successful appiicant éhall 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 éroject financing after the project

is completed and the tariff is put into effect,

-~ or impose conditions on the guarantees of

project debt permitted above which may give

rise to competitive.abuse, including power to

veto 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
naturél 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.

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 Federal 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-certification 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
corivenience 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 Congréss 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 dgtermination.
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)(5)(A)-(E) of ANGTA, an appropriate

and qualified individual shall be appointed by the President



41

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 certificate,
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 protectlon 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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superviscry authority over enforcement of terms and
conditions from those Federal agénciesAhaving statutory
responsibilities over various aspects of an Alaska natural
gas transportatioﬁ system. The respective Federal agencies
would retain their existing statuiory 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
condifions that are permissible under present law. ‘The
Agency Ruthorized Officers would directly represent the
statutory authority of the respective Federal agencies in the
field.on all matters pertaining to construction of the
pipeline. HoWeve;, the Federal Inspector would havé the
necessary field-level supervisory authority to overrule the
enforcement action 6f an Agency'Authorized Officer, whénever
the Federal Insvector 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

. > N .
Engineers, or their Deputies (or senior officers who have
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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 differendés that may arise when £he 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
necessafy authority to the Board to éarry out its functions.
The Board sﬁall be paramount for poiicy—making éurposes on
all matters pertaining to coﬁstruction of an Alaskan natural
gas transﬁortation systém; the Federal Inspector shall
shall. be tﬁe agent or conduit of the Board in such matters,
and shall also have the necéssary supervisdry éower ovér

field level decisiéns.‘

96-226 O = 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 prbducer-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 estaﬁlishea
with a réasonable degrée of certainty. If this project is
to proceed expeditiously, the field price of the gas shoula
be established as soonbaé éossible. “

Because no'contracts;for gas sales in interstate
commerce.have been concluded and.submitted to the FPC for
approval; the F?C hasAnot, té date, aftempted to determine
the costs of providing the éas in order to establish what '
might be a just and reasonable (coét—based) wellhead price.
The FPé, in féct;.has excluded the Aléska gas from i£s
national rate proceedings; Alaska costs and relﬁted reserve
data have been excluded frém-all statistics ﬁnderlying FPC
rate deterhinations.

Alaska gas is produced in association with oil;
therefore, it 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 reriod of 18 mcnths.
The Administration's proposed Haticnal 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 gas 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 mpf ceiling price.

If, on the otﬁer hand, proposals to deregulate natural

gas prevail, serious uncertainties and delays concerning the

development of any Alaskan natural gas transportation
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project 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 §rice 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 ﬁor enactment of a
gas pricing .approach similar to that contained in the
National Energy Plan. Thaﬁ approach also provides a mech-
anism for allocating the cost of more expensive supplies to
lower-priority users, rather than the residential and
commercial users who have less capacity to convert 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 - AGREEMENT 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 iqdustrial 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
constructionvand_operation of such a system:

1. Pipeline Route
The construction and operation of a pipeliﬁe 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 timetabie:
~ Alaska - January 1, 1980
- Yukon - main line pipe laying January 1, 1981
- Other cénstruction in Canada to provide for
timely completion of the Pipeline t; enable
initial operation by Jaﬁuary‘l, 1983.

b) All charges for such permits, licenses, certificates,
rights-of-way, leases and other authdrizations 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 necéssary to
facilitate the expeditious and efficient constrﬁction of
the Pipeline, consistent with the respective regulatory

requirements of each country.

3. Capacity of Pipeline ahd AQailability of Gés
a) The initial capacity of.the Pipeline will be
"sufficient to meet, when required, the contractual require-
ments of United States shipperé and of Canadian shippers.
It is contemplated that this'capacity will be 2.4 billion
cubic feet per day (becfd) for Alaéka-gés 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 ﬁine", is to be connected to the Pipeline
or at any time additional pipeiine capacity is needed to
meet the contractual requirements of United Sfates‘or
Canadian shippers, the required authorizations will bhe
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 through
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
thé 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 Pipeline will not incur any cost for provision of
such Alaska gas except those capital costs arising from the

following provisions:
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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 tﬁe 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 following commencement
of operation of the Pipeline at a cost to the owner
not to exceed thelproduct 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 Governmeﬁts
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, whiFh 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 detriment 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, attached hereto as
Annex V, in which those Governments undertake to ensure
adherence to the provisions of the Transit Pipeline Treaty
with respect to non-interference with throughput and to
non-discriminatory treatment with respect to taxes, fees
or other mbnetary 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 pfOperty tax, and
other direct taxes having an incidence exclusively,
or virtually ‘exclusively, on the 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 use 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 subsequent 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
aftér the year in which leave to open.the Pipeline
is granted by the appropriatg 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 6pen
the Dempster Line is granted by the appropriate
regulatory authority.
iv) Subject to subparégraph {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 Government: of. the Yukon Territory as.compared to
aggregate per capiéa revenue derived from such sources
for 1983 is greater than the percentage increase for
1987 of the Yukon Property Tax aé compared toi 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 raté as the aggregate per

capita revenue,

v) If for ény year in the period commencing
January 1, 1988, and ending on. the tax termination
date, the annual percenFage 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 éo.
municipalities and Local.Improvement Districts from
the Government of the Yukon Territory as compared to-the
aggregate per capita revenue-derived from such sources

for the immediately preceding year exceeds the per-

centage increase 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 apply.

vi) The provisions of subparagraph (b)(i) will
apply t§ 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 value
of the Pipeline.

vii) In the event that between the date of 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 Yukoﬁ Property Tax to

reflect this difference. 1In‘'defining the Alaska
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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 dhring 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 percentage over
that imposed for the immediate preceding year that is
greater than the increase in percentage of the Yukon
Propérty 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 indirect 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 furds 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 constructién of the

Pipeline in Alaska, the Governments of Canada or

the Yukon Territory will have the right to take

similar action.

¢) 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 L;ne that
is within the Northwest Territories is reasona91§ compar-
able to the level of the property tax imposedrby 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. fhe
volumes used to assign these costs will reflect the original
BTU content of Alaskan gas:for.U.S. shippers and Northern
Canadian gas for Cénadian 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 pfovide 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 dnderstood 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 gather-than a
northern route Ehrough Dawson City and aloné the Klondike
Highway. In order‘to'provide alternative benéfits for the
transportatioﬁ.of Canadian gaé to replace those benefits
that would have been provided by the northern route througH
Dawson City, U.S. shibbers will parficipate in the cost of
service in Zone 11. It is agreed that if cost overruns on

construction of the Pipeliﬁe in Canada’ do not exceed'filed

costs set forth in Part D 9flAnnex 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 gaé
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 pe%cent 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) HNotwithstanding 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 O = 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 requireménts attributable to
shippers of the other country.

d) It is agreed that Zone 11 costs of service . r
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 éhe same gauge and diameter and similar in other
respects, subject to differences in terrain. Zone 1l 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) Having 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.
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b} It is understood that' through the coordination

procedures in Paragraph 8 below, either .Government may

where it may appear that the objgétives‘of subparagraph
(a) are not being met. Remeaies to be considered.would
include the renegotiation:of contracts or the reopening
of bidsi-

8. Cootdidation and Consultation

institute-consultations with: the other in particular cases -

Each Government will designate- a:senior official

for the-purpose of carrying on periodic consultations
on the implementation of these. principles relating to--.;
thes construction: and operation. of the Pipeline. The-

designated senior officials may, in'turn, designate

additional representatives to-carry:out. such consulta-

tions, which. representatives, individually or: as. a group,
may make' recommendations with respect. to:particular-
disputes or other matters, and may take such other
actién as may be-mutually agreed, for the purpose of-
fécilitating the construction:and operation. of the.’

Pipeline. : T L amuln

9. Reguiatory Authorities: Consultation
The respective regulatory authorities of the two

Governments will consult from time to time on relevant

'
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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 diamgtef
which would achieve safety, reliability and economic effic-
iencysfor 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), ;ubjéct‘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 gublic
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“authorities imposed on the Pipeline where there is an
element of doubt as to whether such charges should be
iﬁcluded in the éost 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 reaéonable on

the basis of accepted requlatory practice, and

ii) those charges of a nature that would

normally be paid by a natural gas pipeline in

Canada. -Examples of such charges are listed in

Annex 1IV.

12. Other Costs

It is understood that there will be no charges on the
Pipeline 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
fcircumstances, 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
throcugh the imposition by the two Governments of appropriate
terms and conditions in the granting of required authoriza-
tions. In the event of subseqguent 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 éppropriate
action as.is required to cause the owner to remedy or
mitigete the consequences of such non-fulfillment.

14, Legislation . .

The two Governments recognize that legislation will
be reguired 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 that 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 For the Government
of the United States: of Canada:
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The Pipeline Route
i

In Alaska:

The Pipeline constructed in Alaska by Alcan will
commence at the discharge side of the Prudhoe Bay Field gas
plant facilitjes. It will parallel the Alyeska o0il pipeline
southwérd on the North Slope of Alaska, cross the Brooks
Range through the Atigun Pass, and continue on to Delta
Junction,

At Delta Junction, the Pipeline will diverge from
thé Alyeska oil pipeline and follow the Alaska Highway and
Haines oil products pipeline passing near the towns of
Tanacross, Tok, and Northway Junction in Alaska. The Alcan
facilities will connéct 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

the Yukon-British Columbia border near Watson Lake, Yukon{ﬂ
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 southeasterly
direction across the north eaétern 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 it will interconnect with the Foothills Pipe Lines
(Alta.) Ltd. portiqn 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 Caroline.

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 Foo@hills Pipe Lines_(South B.C.) Ltd. portion of
the Pipeline will extend from a p01nt on the Alberta-British
Columbia boundary near Colenan in a southwesterly direction
across British Columbia generally parallel to the existing
pipeline facilities of Alberta Natural Gas éompany Ltd. to a
point on the International Boundary 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 facilities of facific Gas Transmission
Company. o » » o ‘

Also, from-Jamea Rivef, ah "eastern leg" wiliAproceed
in a southeasterly direction to a-point on the'Alberta-
Saskatchewan boundafy near Empress Alberta where it will
interconnect with the Foothills Pipe Lines (Sask.). Ltd.
portion of the Pipeline. The éoothills Pipe Lines (Sask.)
Ltd. portion of the Pipeline will extend in a southeasterly
direction across Saskatchewan to a p01nt on the Inter—
national Boundary Lvne between Canada and the United States
of America at or near Monchy, Saskatchewan where it will
interconnect with the facilities eerothern Border,Pipelinem

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

Zone

Zone

Zone

Zone

Zone

Zone

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

Zone 10

Zone 11
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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..

Foothiils Pipe Lines (North Yukon) Ltd.

Mackenzie Delta Gas fields in the Mackenzie
Delta,vN.W.T., to a point near the junction of
the Klondike and Dempster highways just west

of Dawson, Yukon Territory.

Foothills Pipe Lines (South Yukon) Ltd.

A point near the junction of the Klondike and

Dempster highways near Dawson to the conﬂecting

point with the Pipeline at or near Whitehorse.
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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 accecrdance 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 equal to or
less than 135% of filed capital costs, then
United States.shippers will pay 100% of the
cost of service in Zone 1ll. If actual
cépital 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% and 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, thé portion of the cost of

service paid by United States shippers will

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

calculated ébove, whichever is the greater.

ii) - There will be calculated a percentage for the
cost-overrun on the Dawson to Whitehorse
lateral (Zone 11). Affer determining the
dollar value of the overrun, there will be
deductéd from it:

(a) the dollar amount by which actual capital
costs in zones 1,7,8 and 9 (carrying U.S.
gas only) are 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 p;oportion‘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 egual 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. 1If,
however, after making this adjustment, the
actual capital cest 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 denoﬁinator
of the fraction is actuél capital cost less
the adjustments from (a) and (b) above.
Notwithstanding the adjustments outlined
-above, in no case will the percentage of the

actual cost 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 tﬁe

same volume of Alaskan gas plus the contracted

volumé of Northern Canadian gas.

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

determine cost overruns for the purpose of

coét allocation in (i) and (ii) above will be:
"Filed Capital Cost"
Estimates for the

Pipeline in Canada
(millions of Canadian

The Pipeline in Canada (Zones 1 -~ 9)i/ dollars)
48" - 1260 lb. pressure pipeline - 3,873

or 48" = 1680 15. pressure pipeline - 4,418
or 54" - 1120 1lb. pressure pipeline -~ 4,234

1/ 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.1680 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 Monchy, Saskatchewan; and (d) a 36-inch

line from Caroline 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,

96226 O - 77 -6
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2/

Zone 11 of the'Dempster Line~

30" - Section of Dempster line
from Whitehorse to Dawson

or 36" - Section of Dempster line
’ from Whitehorse to Dawson

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

operations of January 1, 1985.

ANNEX III

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

549

585

Details for Zones 1 — 9 are shown in the following table:

2/ The costs are escalated for a date of .commencement of
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Filed Capital Costs for the Pipeline in Canada

48"
1260 psi
$ million
Zone (Canadian)
1 707
2 721
3 738
4 380
5 677
6 236
7 126
8 83
* 9 205
Total 3,873
Zones
1-9

48"
1680 psi
$ million

(Canadian)

707
Bod
§50

488

236
126
83
__205

4,418

54"
1120 psi
$ millicn

(Canadian)

707

805

303

456

813

236

83

205

4,234

*The last compression station in Zone 9 includes facilities

to provide ‘compression up to ‘1440 psi.
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It is recognized that the above are estimates of
capital costs. 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 Januarf 1, 1983, then
the caﬁital 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 Government is
different from January 1, 1985, then the capital cost
estimate shall be adjusted for the différence 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 thg»same
diameter pipe is used from the Delta to Dawsoﬁ (Zéne 10).

The actual capital cost, for purposes of this Annex
will be the booked cost as of the date "leave to open" is
granted plﬁé amounts still outstanding to be accrued on a

basis to be approved by the National Energy Board. Actual
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capital costs will exclude working capital, property taxes,
and direct charges for road maintenance of up to $30 millio
Canadian in the Yukon Territory as specifically provided
herein.

For purposes of this Annek above, actual capital
costs will exclude the effect of increases in cost or
delays caused by actions attributable to the U.S. shippéré,
related U.S. pipeline companies, Alaskan producers, the
Prudhoe Bay deliverability or gas conditioning plant
construction and the United States or State Governmentg.
If the appropriate regulatory bodies of the two countries
are unable to agree upon the amount of sﬁch-costs to be
excluded, the determination shall be made in accordance
with the procedures set forth in Article IX ¢f the Transit
Pipeline Treaty.

The filed capi£al costs of facilities in Zones 7 and
8 will be included in calculations pursuant to this Annex
only to the e*tent that such Facilities are constructed

to meet the requirements of U.S. shippers.
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Direct Charges by Public Authorities

*1, Crossing damages (rogds, railroad crossings, etc.; this item
is usually coveréd in tﬁe crossing permit). -
*2. Road damages caused by exceeding design load
limits. - »
*3, Required bridge reinforcements causéd by exceeding
design load limits. ‘
4, Airfield and airstrip repairs.
5. Drainage maintenance. 7 l
6. Erosion control. B
7. Borrow pit reclamation.
8. Powerling damage.
9. Legal lﬁébilityfgr fi%e damage.
10. Utility system repair‘(wate£; séwer, etc;)
11. Camp waste disposal.
12. Camp site reclamation.
13. Other items spec;fied in enviromgntal stipulations.
14. Costs of surveillance and re}ated 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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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 Statgs Treaty, with respect to non--
interference of throughput and non-discriminatory treatment
with respect to taxes, fees or other monetary charges on
either the pipeline 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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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, 1977, and further-
more, Alberta is prepared to cooperate with the Federal
Government to ensﬁre 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-

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.
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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. 1In 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 égree—
ments to be negotiated after a Canada-~-United States

understanding has been finalized.







FPC LETTER TO THE PRESIDENT

‘Feperar, Power (COMMISSION,
Washington, D.C., May 2,1977.

The President,
The White House,
Washington, D.C. :

Drar Mr. PresmenT: Enclosed is the recommendation of the Fed-
eral Power Commission pursuant to Section 5 of the Alaska Natural
Gas Transportation Act of 1976. We have come to the following basic
conclusions: :

1. Tt 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. )

9. 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, E1 Paso Alaska Com-
pany, and Alcan 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 made 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 cbvious 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-
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
absence of a Canadian determination that dévelopment 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

(85)



86

timely and acceptable agreements with the Canadian Government to
make a route available for an overland system, a United States pipe-
line and tanker system can be built and can deliver gas to the contigu-
ous United States at an economical price, and the El Paso project
should be selected. . : )

5. In the absence of agreement with the Canadian Government, a
United States pipeline can be built in Alaska and a tanker system can
deliver the gas to the contiguous United States at an economical price.

6. Any of the proposed systems can be financed without extraordi-
nary risk-bearing by consumers or taxpayers, if investors are allowed
the opportunity o 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 delivered cost of gas.

In reaching these conclusions, we have exhaustively considered the
massive record compiled here and material outside 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. o A

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: Aretic, Alcan and X1 Paso.

D. Each system will have some adverse 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 land and water route using liquefied natural gas technology. If Ca-
nadian 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
relative results for the three systems. El Paso has an advantage in this
analysis, because all of its tax payment go to the United States, and
virtually all of its wage and material payments go to Americans.

G. Using our best estimate of the likely ultimate construction cost
(not the applicants’ ficures), El Paso’s system would require the least
capital, with Alean and Arctic costing somewhat more.

H. Arctic has the greatest risk of major cost overruns beyond our
estimate, primarily because of its difficult winter construction schedule.
El Paso is least vulnerable to such overruns.
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1. 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.
E1 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 XTI 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 8.5 billion cubic feet per day (Befd) 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 Befd, but
can expand to 3.2 Befd at a small additional cost. E1 Paso can also
expand its pipeline deliveries to 3.2 Befd 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.

O. 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. Qur 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,
Ricuarp L. DunHAM,
Chairman.
James . Warr,
Vice Chairman.
Dox S. SmrrH,
Commissioner.
Jorx H. Horroman 111,
Commissioner.







FPC NEWS RELEASE NO. 23113

FEpERAL PowER COMMISSION,
Washington, D.C., Moy 2, 1977.

FPC RrcommENDs OVERLAND RoUuTE FOR TRANSPORTATION OF
- ArasranN NaruraLn 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. 23112). : :

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
E1 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-
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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. o

The Pruhoe Bay Field contains the largest unit of reserves yet dis-
covered on the North American continent—virtually every estimate
éxceeds 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-coul
reach the lower 48 states is 1981 (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 té $10 billion or more. There are risks of cost over-
runs ‘and delays in ¢éompletion, 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, meaning
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. Fedéral financial assistance was not rec-
ommended by thie Commission. However, it said if this is to be avoided,
innovative approaches will be needed to meet the greatest financing
challenge ever considered by the FPC. A choice must be made, the
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 former be chosen, the rate of return would have
to beé an adequate iricentive to invest—in the 11 to 18 percent range.
]Should consumers and taxpayers bear the rigk, their charges should be

ower.

It is imperative that the price of Prudhoe Bay gas be established as
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 pricing. However, it said that since its authority to approve
such a pricing procedure could be challenged, it urged the President
to submit legislation to authorize it to determine field or wellhead
rates for Prudhoe Bay 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 found. All three applicants
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 1s not
substantial. Each system must be judged on its own total impact, the
Commission stated. _

Substantial evidence in the record supports the feasibility 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 except the most severe
conditions, it said. Winter construction poses greater economic risks
than summer construction, the FPC stated, but it is clear that in Arectic
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 X1 Paso be
granted a certificate. :
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FPC NEWS RELEASE NO. 23112

[No. 23112 (accompanies FPC Release No. 23113) ]

FEDERAL POWER COMMISSI&N, .
Washington, D.C., May 2, 1977.

ArasrAN NaTuran Gas Facr SHEET

" This Federal Power Commission proceeding involves three compet-
ing projects proposing significantly different approaches to delivering
natural gas from the Prudhoe Bay Area of Alaska’s North Slope 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 reserves 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 made 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 Company (CP7}-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 inches,
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. Gds would move to eastern markets by displacement.
This project includes transmission facilities proposed by several other
Canadian 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).

E1 Paso Alaska Company (CP75-96).—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
ge capable of delivering an estimated 2.1 billion cubic feet of gas per

ay.
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Alcan Pipeline Company (Alcan II proposal) and Northwest Pipe-
line Corporation, along with several Canadian companies (Foothills
Pipe Lines Ltd., Westcoast Transmission Company Limited, Alberta
Gas Trunk Line Limited), propose construction of about 3,900 miles
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, Saskatchewan,
and gas destined for the western United States would be transported
through a 86-inch pipeline to Kingsgate, British Columbia. Alecan
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 Artic 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

M%d& 21, 1974—Alaskan Arctic Gas Pipeline Company application

ed.

September 24, 1974--FEl Paso Alaska Company application filed.

January 28, 1975—FPC order consolidating both applications (in
Docket No. CP75-96, et al.).

April 7,1975—Hearings began before FPC A dministrative Law Judge
Nahum Litt.

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 of 253
days of hearings resulting in 44,458 pages of transcript together
with numerous exhibits.)
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December 7, 1976—Final Position Brief of the Commission Staff
issued.

December 14, 1976—FPC issued Order No, 558 prescribing procedures
pursuant to the Alaska Natural 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—Oral 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, if 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

Alcan 48" Proposal
{As submitted March 8, 1977}
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REPORT OF THE ATTORNEY GENERAL TO THE PRESIDENT
JuoLy 1977.

This Report is submitted to the President pursuant to Section 6 of
the Alaska Natural 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.
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. IntracTt o COMPETITION : SUMMARY OF RECOMMENDATIONS OF THE
FEeEpERAL Powrer COMMISSION AND THE DEPARTMENT OF ¢ USTICE

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
contribute 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 gas in order to
limit reliance on Alaskan gas, to create incentives for participation
in displacement arrangements and to provide easier private financing.
The Department has stated that 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 dele i d by M
Bell to Deputy Attorney General Flaherty. r s delegate v
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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 should 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. The 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
conunion 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 18(a) should be clarified 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 18(a), Congress should consider legislation
to grant the Commission, or its successor agency, the authority to 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. We 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 producers know whatever
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. Among the elements
the Commission points to as indicative of the noncompetitive nature
of this process is the existence of side arrangements. The Commission
has concluded that in the absence of full-fledged price competition, the
producers have used side arrangements as a means of favoring com-
panies which can provide other benefits. The use of a widespread dis-
tribution 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



103

various forms of compensation collateral to sales contracts for 'Mask?m
@as; such arrangements:-should be disclosed and subjected to Commis-
sion serutiny.-As long as there.is.wellhead: price regulation; the Comis
mission; or its Sticcessor agency, should examine carefully-each Alaskan
gas purchase contract and disapprove or condition each 'such contract

that it finds tiot in the public interest. In addition to the Tecommen-

dations in the Report to Congress, we note further that the Commission
should assess the impact’ of such airangements in various producing
fields because of the widespread existence-of “favored-nation” clauses:
Price increases_which at first may appear:innocucus, may. have a
greater iiipact throughout the field due to price increases in other con-
tractswith such-clauses. ", o
In summary, while the Department agrees with the Commission’s
overall conclusion that certification of any of the proposed trans-
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.

IT. Warvers or Law

Section 6(¢) 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 1s necessary or related to the construction and
initial opération of the approved transportation system. Furthermore,
it is the Department’s view that none of the antitrust laws should be
waived by the 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
known until the transportation system is built and operating. In light
of this situation, it is the Department’s view that none of the antitrust
laws should be waived. The transportation system and its owners ought
to be subjected to the full panoply of the antitrust laws and their
:If)ossible enforcement should any violations of these laws appear in the

uture.
' ITI. CovcLusioN

I conclude 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
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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 Reéport to Congress may impact on any selected
project and, therefore, 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.

Prrer F. FLAHERTY,
Deputy Atiorney General.




REPORT OF THE ATTORNEY GENERAL TO CONGRESS
- (JoLy 1977)

iy

ExECUTIVE SUMMARY ' SN

This report is submitted to Congress in compliance with Section 19
of the Alaska Natural Gas Transportation Act of 1976. That provision
requires the Attornéy General to conduct a thorough study of the anti-
trust issues and probleins relating to the production and transporta-
tion of Alaskan natural gas. .o C

Based on our analysis of all information currently 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 doicompetitive
considerations point to selection of one of the thrée projects in prefer-
ence to the other two. Although we have identified several potential
antitrust problem areas associated with the projects, these problems
may impact on any project that is selectéd and thus do not, make one
project seem more desirable than the others.: -~ - o

This Teport has identified several’ poétential competitive problem
areas, which can be addressed through’ (1) the imposition of condi-
tions upon the license issued to whichever project is chosén; (2) the
enactment of legislation; and (3)- collatergl ‘action by the Federal
Power Commission, or its successor agency.-Since-some of the identi-
fied problems are not directly associated with the transportation of
‘natural'gas but aré associated with the salé of natural gas, these prob-
lems would have to be addressed in the context. of the reqiiréd ex-

amination of the gas purchase contracts.: *

The report first provides'a’general introduction to the ftjﬁ_ree pro-

posed projects, the methods of transportation and routes proposed and
the participants in each proposed project. There are two.overland
“pipeline projectd proposéd by Alean and Arctic Gas, ahd a’combina-
"’%"o‘n pipeline and liquified natural gas tankei’ system proposed by EI
aso. e e e o I
(1) TheAlcan route follows the Alaska oil pipeline route ‘to Fair-
-banks -and then follows the Alcan Highway through Canada. Aléah
‘'has' pgposed tiwo different sizéd pipelines. Originally Alcan proposed
“a-42-incly pipeliné but more recently has proposed.a 48-inch pipeline
'similarto that of Atctic Gas. - . Dl i n S
- (2). The Ar¢tic Gas-route proceeds edst, from the North' Slope to
the Mackenzie Delta"of Canada; where it is expected additional ga's
-reserves Will be developed. The: route then proceeds south through
. Canada'tothe United States border.. - = %~ 7o "7 e
7{(8) The El Paso‘projéect calls for a pipeline to follow.the ‘Alaska oil
-pipeling t6 Poinit; Gravina on ‘Prince William ‘Sound., There the gas
“would be‘gonverted to liquid natural gas and shipped by tanker to-the
‘coast of Californiay ™ 0 oo e S R

B S-“;"‘:(l.bé';)'
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(a) Arctic Gas— :

Alaska Arctic Gas Pipeline Company
Canadian Arctic Gas Pipeline Company, Ltd.
Alberta Natural Gas Company, Ltd.
Northern Border Pipeline Company

Pacific Gas Transmission Company

Pacific Gas and Electric Company

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

American Members : .
Columbia Gas Transmission Corporation
Michigan Wisconsin Pipe Line Company
Natural Gas Pipe Line Company of America, .
Northern Natural Gas Company
Pacific Gas & Electric Company
Pacific Lighting of California

Panhandle Eastern Pipe Line Company

Texas Eastern Transmission Corporation
Canadian Members :

Alberta Natural Gas Company, Ltd.

Thé Consumers’ Gas Company

Canada Development Corporation

Gulf of Canada, Litd.

Imperial Oil, Litd. (a 70 percent owned subsidiary of Exxon)

Northern and Central Gas Company, Litd.

Shell Canada, Litd.

TransCanada PipeLines, Ltd.

Union Gas, Litd.

(b) Alcan.— :

Alcan Pipeline-Company (a wholly-owned subsidiary of North-
west Pipeline Company)
Alberta Gas Trunk Line Company, Litd.
Alberta Gas Trunk Line (Canada), Litd.
~Westcoast Transmission Company, Ltd.
Foothills Pipeline ( Yukon), Ltd.

(¢) £1 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 1974), the Alcan American proponent
controls 4.3 percent and the Arctic Gas American proponents control
36 percent, of gas supplies from all sources; Although there is some

.danger that the sponsors of the-Arctic Gas project, if they were the

only 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 com-
petition among pipelines, regulation by the Federal Power Commis-
sion minimizes this danger. o H ' o
- Present:Federal Power Commission regulation of city gate prices
also appears to preclude an opportunity for competitive abuse by the.
gas producers or transmission companies provided the price ceilings
set by Federal Power Commission regulation are effective. However,
if the regulation of the wellhead price of gas were relaxed and the
Alaskan gas producing areas were workably competitive, producer
ownership or control of the transportation system could circumvent
Federal Power Commission regulation of the pipeline and monopoly
profits could bé taken by the integrated company by transferring some
or all of the profits stemming from the transportation monopoly to
unregulated upstream 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-
satily 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 to 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 stch
gas producers. : : '
Ownership of a transportation system by the buyers of gas will not
result in any potential anticompetitive conduct as long as Fedeéral
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 ¢an be cured by appropriate
regulatory action. Therefore, we do not oppose ownership of the trans-
portation systems by the 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 consortitim. These agree-
ments called for advance payments from the transmission companies
to help 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. , L
- Collateral to these advance payment agreements, the trarismission
companies entered into a variety of side arrangements with the pro-
ducers. The side ‘arranigements provided for renegotiation of existing
gas‘sale ‘contracts in the lower 48 states to raisé prices or to permit:
revénue sharing between producer and pipeline with respect-to éxist-+
ing production.” These side arrangements -are  clear “evidence of
évasions-of welllead price regulation and: demonstrate the extreme
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difficulty of holding down the price of a searce 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 have existing relationships that can be altered or other
goods or services to barter in. addition to paying the wellhead price.
The-competitive 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.’

"The Commission could then carefully examine each Alaskan gaspur-
.chase contract-and disapprove or condition any such agreement that it
Afinds not.to be in the public interest. . S : :
. With current Federal Power Commission regulation- of wellhead
gas prices, competitive forces cannot operate to distribute gas.in the
most efficient manner. If a wide distribution of Alaskan natural gas
1s deemed important, it may be necessary to create a regulatory alloca-
tion mechanism. . o o '

. Competition among pipelines for existing customers and new cus-
tomers may exist in regional markets. Regional competition can be an
Important complement to regulation and its importance has been rec-
ognized by Congress, the courts and the natural gas industry. The
potential for this competition should be preserved to the greatest
extent practicable. Several problems associated with the operation of
an 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 required if producers are permitted to participate
in the Alaskan natural gas-transportation. 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-
portation systems from denying or restricting access to other pipelines
that might compete-in regional markets. a i

. -Section 13(a) of the Alaska Natural Gas Transportation Act pro-
vides for equal access to a proposed transportation system. Although
the Federal Power Commission interprets this provision to mean that

an Alaskan natural gas transportation systerh must be operated as a-

common carrier, it is.hot clear this was the'intention of Congress. Read
literally, the statute'merely provides that access cannot be denied based
on ownership or the lack thereof: We believe that those facilities (pipe-
lines, LNG facilities, etc.) constructed or utilized as an integral part of
the system carrying gas to the lower 48 states should be ‘operated as
common carriers; with equal-access thereto available to all purchasers
and shippets of Alaskan'natural gas. Congress ought to ‘clarify the
ambiguous language of existing Section 13 (a) to clearly state that the
Alaskan natural gas transpertation system be operated as a*common
carrier. - S
r.Section 183(a) does not require the transportation system to im-
plement a’ prorationing scheme in' the event the system'achieves-full
eapacity, nor does it permit orrequire any government agency to-order
such prorationing. Such prorationing duriig the period of construc-
tion of additional capacity is-necessary to insure no shipper may be

competitively disadvantaged. To insure the equal access provided for’

under Section 13(a), werecommend that Congress consider granting
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the Federal Power Commission authority, where ‘gas.is.available in
excess of pipeline capacity, to order prorationing of pipeline capacity
among shippers. ST S . e
It has been argued that retaining Section 13(a). may prove to.be-an
‘impediment to financing. We find that Section 13 (a). will not be such
an impediment, since pipeline companies will be willing to invest in
order to insure the ‘construction of such .a system: In addition, the
possibility -of reeeivirig the substantial cash. flows from the system
which would result from ownership is another incentive to invest in
the system.

It 1s 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 of
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 propoesed 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 all 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 transportation 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 Bef/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 o1l 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 being 2.0 Bef/d and
the possibility of less gas production, there is potential for under-




110

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. Deliverabil-
ity should be carefully evaluated before a system is selected, and the
high cost of constructing a system is undertaken. Further, the sizing
of the proposed pipelines should be carefully evaluated, since the pro-
posed tariff guarantees may have diminished incentives on the part
of the proponents to determine and propose the most efficient pipeline
size. . , .
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EXECUTIVE SUMMARY ";" o

ENVIRONMENTAL ISSU’ES

The Arctlc Gas route would cross the Arctlc Natlonal Wlldhfe
Range (ANWVR) , which ‘was established for the purpose of preserving
its specific unique wildlife, wilderness, ‘and recreational ‘values. Its
possible inclusion into protected wilderness status is still pending. The
proposed pipeline construction activity would eliminate the’ 1mpacted
portion of the ANWR from wilderness status consideration.: -

Arctic Gas has not adequately demonstrated that they would be able
to construct a pipeline from Prudhoe Bay' through the Mackénzie
Delta area within the proposed time framesi that their proposed miti*
gative measures would workas effectively as predicted ; or that impacts
to animal species-and natural ecosystems ‘would be- short term oi-mins
imal. ‘They have not demonstrated. that their tinconventional technol-
ogy ‘would work adequately in minimizing impact, or that'if danmage
should occur, mitigative measures would e capable of restoring im-
pacted habitat or animal 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 in-the future to restrict addltlonal explora-
tion.or development in the impacted:areas.. =~ . - oo

There is a continuing international-cooperative - effort. to estabhsh
an-international Wlldhfe/wﬂderness reserve which would encompass
the ANWRand the adjacent sensitive habitatin Canada: . :

The El Paso route includes:both overland pipeline and,ocean tanker
transportatlon systems. A’ liquefied: natural gas (LNG): facility- ini
Alasks and one for regasification in California: present serious poten-
tlfﬂ for environmental degradation.

- The proposed LNG plant -at Gravina Point, Alasl\a Would 11e Wlthln
4-zone of very high seisimicity. iif the Chugach ‘National Forest. It-is
located on ‘the’ shoré of Priiice ‘William Sound where abundant com-
mercial fisheries and other marine resources-are. found; An acceptable
solution: to'the hedted water.discharge has not yet. been:proposéd.;El
Paso- has -not presented 'baseling oeceanographic: studies necessary .to
determine-if the proposed sea-water cooling system is envn'onmentally
acceptable. Tmpacts from the proposed, once-through cooling system
include : (1) mortality of allliving- ‘organisms trapped within the cool:
ing system;-{(2)-thermal shock; (3) changes in-migration and feeding
behavmr of affected marine blota andi (4): the eﬁect of toxic. sub-
stances released in the effluent. The Environmental Task Force con-
cludes that the proposed once—throucrh coohncr system 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

become environmentally compatible with Prince William Sound.

‘The final segment of the pipeline route to Prince William Sound
would.cross about 83 miles.of potential wilderness area in the Chugach
National Forest. Although this area is 1ecoon1zed as a defacto wilder-
ness, it is not considered as-fragile or unique as the ANWR. The
Gravina Point LNG facility’ would destr oy at least one bald eagle nest
and disrupt approximately 15 other nest.sites and some winter teedlnw
ground for the Sitka black-tailed deer. )

Cape Starichkof, located. on. Cook Inlet,.has been proposed as an
alternative LNG- terminal site, This alternatlve would avoid the
defacto. wildeiness -area’ within: the Chugach National Forest.. The
route to:.-Cook-Inlet would parallel the southeastern -boundary. .of
Mount McKinley National Park and cross the Kenai. Natlonal Moose
Range. Seismic.conditions.are similar to these found at-Gravina Point-
The Environmental Task Force. believes: that further investigations
of the Starichkof route and site are needed: before a ﬁnal cholce is
made between the Gravina and-Starichkof options, :

The proposed:regasification sites: would be located in southern Cah-

fornia, an area of hlo'h seismicity. El Paso’s proposed site is at Point
Conception, which isa rural, grazing area; -while the Oxnard alterna-
tive site is In an. area already zoned for industrial -development. .
- A unique mixture of northern and southern marine species ‘exists
off Point .Conception.:As: proposed, the cooled water: discharge-from
the plant would cause ecological changes in the outfall area, partlcu—
larly critical to this unusual o marine envn‘onment The Oxnard alteun-
tlve site does not have this unique marine community. .

: In addition, the. Oxnard plant’s chilled water discharge: could be
used at the Ormond Beach Generating Station to bring: the combmed
effluent to.approximately ambient seawater temper ature. . -

The pipeline needed to connect the Point Conception 1eaas1ﬁcat10n
plant to existing transportation systems would traverse appr onmatelv
950 miles, crossing unstable soils within' the Los Padres National
Forest. Bv contrast the connecting route from Oxznard would be ap-
proxmmtely 50 m11es long, with about 95 percent of the 10ute follow-
ing existing corridors.

The task force concludes that the Oxnard alternatlve site is environ-
mentally preferable. However, pending California legislation would
require a remote site for safety con51derat10ns Only Pomt Conceptlon
would satisfy this requirement. -

Although the Alcan route does not cross such critical environmental
areas, as the ANWR and Chugach National Forest, each a de facto
wilderness, there are other swmﬁcant environmental concerns:”Alcan’s
summer construction could cause iinnecessary permafrost degradation.
The task force believes that suymmer construction could be’ accom-
phshed in an environmentally acceptable manner if scheduled during
the: spring and fall months when temperatures are near or below freez-
ing., Such seheduhn0‘ is feasible since only two to five percent of
Alean’s Alaska routé involves critical permafrost areas.

In northern Alaska, the Alcan and E1 Paso routes ntilize the exist-
ing’ trans-Alaska oil pipeline (TAPS) corridor. They would further

impact the migration route of the Central Arctic Caribou Herd and
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“Dall sheep near Atigin Pags, which is a critical salt lick- and laib=
dng area, -G E - T e BT T e T B g
"f %n Canada, the ‘Aléan route: would parallel the Alaska ngh‘way
through ‘the Kluane National Park-at the base of Sheep Mountain
*(Dall sheep area) and pass néar the proposed Pickhaiidle' Lake Infer-
national Biological Program Ecological Reser've (sensitive water-
fowl-and moose area). The route also passes through grizzly bedr dens
ning and elk overwintering areas. Construction _sched'ulmg 00‘}11‘@ avoid
‘sensitive time periods for most.of ‘these species. The data: base as-
sociated with Alcan’s route is:generally considered to be-inadequate.
‘Additional Tesearch and data collection are néeded to'define’ sité-
specific problems and appropriate mitigating measures. - - © LS
: ““All routes have the potential for impacting threatened, en_d@pg‘e?ed;
-and protected species, including the polar bear which is.a special pro:
‘tected 'species under International Treaty. Impact to these-species and
“their habitat; after specific critical locations are identified, should be
minimal along any of the proposed routes with approved mitigative
scheduling and routing measures. Extra consideration sliould be given
“to protected species. : o ' T e
" _Trenching activities-along Alcan’s and Arctic Gas’ proposed North
‘Border route across the prairie’ pothole area in northern U.S. and
‘Canada may cause drainage of potholes, and thus affect waterfowl
habitat. Effectiveness of proposed .mitigative measures to prevent
“drainage and other disturbances is uncertain, =~ " o - 0 S
* In Public Law 93-158 (amending 1920 Mineral Leasing Act), Con-
_gress found utilization of existing corridors to be in the public interést:
by minimizing adverse environmental impacts due to the proliferation:
of separate rights-of-way. The utilization of rights-of-way in common-
should therefore be required to the extent practical. However, the task:
force believes that the environmental benéfits attributable to requiring;
.the use of common.corridors must be evaluated individually. ="

" The task force concludes' that the Alean route would make the best
‘use of existing corridors. The El Paso route would utilize the Alyeska
"corridor but would establish a new:right-of-way through the Chugach

National Forest in Alaska and along most of the route in California.
Except for the portion from Prudhoe Bay through the Mackenzie
Delta, including the ANWR, the Arctic Gas route generally follows
existing corridors or rights-of-way. « S

" Each route crosses areas which are designated or proposed for

_designation under the Wild and Scenic Rivers Act, National Trails
System Act, Land and -‘Water Conservation Fund Act, and d-2 pro-
‘posals (lands proposed for Federal designation). The task force sug-

_ gests site-specific alignments be reviewed and measures taken to avoid
-such areas or minimize impacts. Either pipeline route through Canada
would impact National or Provincial designated areas and proposed
International Biological Program (IBP) reserves. The Canadian gov-
ernment will make the decision to authorize or reject these crossings.

- Water will be required by all proposals for a variety of purposes.
The availability of water on the North Slope during the winter season
"1s extremely limited. Arctic Gas and El Paso propose to work .from

. snow roads and work pads. For this purpose alone, the task force

“believes that a reasonable margin of water is available. When water
demands for hydrostatic testing and camp use are added, winter water
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supply may. be insufficient. The three applicants. propose different
methods for testlng pipeline integrity. Arctic Gas proposes, a. meth-
anol-water testing plan, Alcan proposes.water testing, and. E1 Paso
proposes air testlnb Among these, the potential spills of: the methanol-
water test medium present the -greater potential . for, environmental
threat. The task force believes that’ air.testing would, .be the most
preferable. env1ronmentally and should be 1equlred for all apphcants
where feasible. .

Compressor St’tthIlS L\TG and reaas1ﬁcat10n famhtles, and tankers
WIH all emit. ajr, pollutan“cs These emissions generally appear tofall
‘within. the. allowable Federal air quality standards. They will also be
requlred to comply with State air quality degradation laws. :

Numerous archaeological and historic sites may be encountered: alon::>
any of the routes; therefore, a comprehensive survey/salvage program
is necessary for their protection. The Arctic Gas route has the greater
potential for 1mpactmo cultural resources than either the El Paso or
Alcan route.

. Any of the three plpehnes would accelerate perhaps 1nev1ta,b1e
Chancre 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, cash and subsistence economy. The
E] Paso and- Alcan routes would affect a greater number of: native
villages than the Arctic Gas route, but these are along the Alyeska

‘corridors whére native life styles have aheady been 1mpacted Al-

though the Arctic ias route passes near the native village of Kaktovik
in an undeveloped -portion of northern Alaska, the native lifestyles
have already been affected by-the nearby DEW line (Defense Early
‘Warning) sites. Natlve lifestyles would continueto change éven in the
absence of any of these projects ; however, construction act1v1t1es would
accelerate the rate of change in native Vlllatres along the route. .

We concur with the conclusmns reached by the FPC in their “Rec-

‘ommendations to the President” and with the FPC Staff that each of

the tliree -pending. pr oposals will have some adverse. environmental
impacts. If the Alaska gas is distributed on an equitable basis to the 48
States, the task force. does not bélieve that the decreased air pollution

in the lower 48 States as a Tesult of Alaska natural gas being available

will offset the environmental degradation resultmcr from the construe-
tion of a matural gas transportatlon systei. The’ taslx foree therefore

_concludes that a “no action” alternative would be env1ronmentally

Superior.
However, if the Alaska gas were rlllocated to maximize air quallty

‘benefits the construction of a. gas transportation system could be envi-
‘ronmentally preferable from the standpoint of public health. It could

displace 1 quadrillion Btu’s/year.of coal and eould concentrate air

.quality benefits in select air quality control regions. It should be noted
‘that the feasibility of this allocation scheme has not been demon-

strated. An analysis of the pricing and. dlstmbutlon aspects of this
scheme would have to be conducted.

The task force also concurs with the. PG Commlssmners and the -
FPC Staff that, of the three proposed. routes, Alcan’s appears to
promise the least environmental impact if proper mitigative actions
are taken. This conclusion is based on the Alcan route’s avmdance of:

(1) the undeveloped area from Prudhoe Bay thI‘O‘uOh the_MacLenzw
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Delta, including the Arctic National Wildlife Range and (2) the
Chugach National Forest, both of which are de facto wilderness-areas;
and (3) thermal and chemical pollution from the LNG sites in Alaska
and California. In addition, Alcan makes the best use of existing trans:,
portation corridors. s

The task force finds the environmental impacts which would result
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 sys-
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 National Wildlife Range and the
Mackenzie Delta area (although it still does cross the Chugach Na-
tional Forest); (2) the assumption that thermal and chemical pollu-
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 approximately
40 miles in Alaska and most of the route of California. -

The task force believes that the Arctic as route has the greatest
potential for causing adverse environmental impacts. This conclusion
1s based on: (1) the crossing of the Arctic National Wildlife Range
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 organization to administer terms and conditions
and included a number of illustrative terms and conditions. :

The FPC Recommendation did not adequately address the proces:
‘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 established
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 crganization(s) to administer
them. '







o REPORT ON CONSTRUCTION DELAY AND COST OVERRU‘NS‘Y" -
EXECUTIV]] SUMMARY

Obyeotwe

The ob]ect of this report is to review the analysis and ﬁndlngs of
the Federal Power Commission (FPC) in théir Recommendation to
the President: Alaska Natural Gas Transportation Systems with
respect to the potential for schiedile delay and cost -overrun. The
Commission’s Findings are not fully specified, but a reasonable in:
terpretation is presénted on the following page : ‘Lnd contrasted with
the. Lead -Agency Findings. :

Findings

This Lead Agency Report prepared by the Department of the In-
terior. and the Depftrtment of Transportation generally agrees with
the Commission’s relative ranking among the projects with regard
to the possibility of cost overrun a “and constructlon delay but differs
sharply with respect to the ‘magnitude of the overruns. The Federal
Power Comrmission examined a number of sources of overrun'and
delay but they seemed to consider these in isolation ; they did not fully
evaluate the contribution of these sources collectively and interactively
to their overall cost and time requirements for completing a long-
term, complex const1uct10n plo]ect

_ Arctic Gas 2 Alcan El Paso
FPC findings: t - : - : . ’
Directcost3. . : - 46,783 5,781 . 5 588
Total cost (Includes financing) . 58,147 . 6,761 . 6 571
Full gas flow realized .___.______ ® . 0] . (O]
Potential cost overrun (| ercent) J ... 5 o510 7-10
Potential delay (months)®____.___.__ 12 9 1]
Net national economic benefit 310____ ~7,122 - - 7,652 5,798
Cost of service (dollars per. mcf) |5 SR .72 ¢ 1.79 2.09
Lead agency findings:1 ~ . ‘ . .
Expected direct cost overruns 3 12 v 42,506 1,864 1,736
Percent. .- o ____.__ - - oo 37 32 h 31
Expected direct costs 313.___ - 9,289 7,645 7,324
Expected total cost overruns - 64,317 3,159 - 2,775
Percent..____..___________________ 53 47 42
Expected total costs (includes financing) 3 T 12,464 9,920 - 9; 328
Expected schedule delay (months) .20 Y 15
Expected full flow date 4______ (15) () ’ )
Expected net national-economic 3311 4,82 3 908
Expected cost of service. (dollars per mef) £ R 2.26

2.15 2.09

1 All values.in 1975 prices; assumed January 1978 go-ahead

-2-Arctic Gas'costs include Canadian share. , .

2 Millions of dollars.
$240%(;500%h868 of Arctic direct costs |s $5,621,000, 000 U S. share of Arctic dlrect cost overruns is approx1mately

3 U.S. share of Arctic total - costs is $6,729, 000 000; U. S share of - Arctic total cost overruns is approximately
$3432000(,00 o e ) C
8 June 1983, . .

7 January 1983.

8 November 1983, '

9 No NNEB or cost of service calculatlons are available based on these values

10 Present value discounted at 10 percent.
. 1, Includes $1 per mcf wellhead price of gas, 20 yr average.
. 12 The expected valug,i is, the‘mean or “‘average’’of the estimated- probahlhty dlstnbutwn
‘13 An upper bound, or.’ t'*/case,-may’ be estimated by adding 3 standard deviations to the: expected value Arc’tlc
Gas—$14,300,000, 000 AICan $11 200 000 000 and El Paso—$9 300 000 000 The FPC estlmate may be consndered a
reasonable lower hound ; . N

a4 BothEl Paso andvAlcan ba '

15 March 1985, .
- 18 July 1984,

7. February 1985.

"
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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 proposals ranging from. about 30, percent to. about 40 percent;
moreover, this Report finds that oveiruns on ‘total - costs 1nclud1ng
financing (allowance for funds used during construction) may range
from 40 to 55 percent. The Coramissioniers have estimated potentml
delays ranging from 0 to 12 months; this Lead Acrency Report antlc-
ipates delays ranging from 15 to 17 months C

This Report 1ndlcates the Arctic Gas proposal to: contain the great-'

est Uncertainty, while the Alcan and El Paso proposals contain: less:
Taking expected cost overiuns and constiuction delays into accout,
the report finds that the Alecan proposal has"the earliest expected
delivery date and the least totsl cost, El Paso thé next earliest deliv-
ery date and higher total cost, and ATctic Gas thie latest dehvery date
and highest total expected cost .

Pwocedum o

The'e'estlmates were arrlved at on the bas1s of ]omt estimates of
exp cted, cost ovelruns and schedule ‘delays by’ independent analysts
familiar ‘with each of the three proposed transportation systems and
the Trans-Alaska Plpehne System. The’ FPC estimates are plausible
but optnnlstlc engineering estimates, while those presented here
recognize that few major. constructlon pro]ects achieve the planned
pelformance, cost and schedule goals. These estimates shonld be con-
sidered “expected ‘value” estimates. It should be noted, that the results
presented here do not indicate that a’ natural gas tlansportatlon Sys-
tem is uneconomic, . .

Other independent analyses, including the FENCO, Inc. risk anal-
ysis of Arctic Gas and Alcan for the Canadian M1n1st1y of Energy,
Mines, and Resources, the Resource Planning Associates, Inc:, risk
analysis of all three’ proposals for the Environmental Protection
Agency, and the Department of Interior Report to Congress under
Public Law 93-153 have concluded that all the applicants, but. partic-
ularly Arctic Gas, are quite optimistic in their proposals. The major
imcertainties that the FPC falled to assess reahstlcally are thh-
lighted below. ‘ .

Construction and Productivity

The Commission’concluded that Aretic Gas: and‘El Paso have. pro-
posed “reasonable” constr uction programs while questioning the Alcan
estimates of productivity. This report finds that Arctic Gas has seri-
ously underestimated the economic costs.of construction during the
arctic winter. E1 Paso has also overestimated winter p1pel1ne con-
struction ‘productivity and underestimated.potential problems.on the
complex liquefaction plant. Alcan has overestimated. the productlv-
ity of its rapid summer construction program, particularly. because
of the difficulty in supplying the skilled manpowel necessary

Snow Roads and Work Pads RS

The Commission has concluded thidt the: proposed use of snow Toads
anid snow work pads is a. “feasible’*arctic construction technlque This
report. finds that the economid feasiblhty of these techniquesis extremes
ly uncertain. The FPC hearing record indicates substantial controversy
over even the technical feas1b111ty The record further 1ndlcates Jess
than complete agreement on the avallablhty of adequate snow’ and
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water; particilarly on the North Slope: The economic costszof ‘& con-
striction program. relying on snow roads and snow work pads-at the
scale proposed: by:Arctic Gas—and. to alesser extent by El Paso—are
very uncertain. There is no equivalent experience available; the:cor-
cept has niever-been tested on a comparable scale: Alcan’s construetion
plan avoids this risk since it reliés on summer and cenventional winter
construction. -, * R - IR NY L
Construction L’o_'gz'&’ti‘os‘ and Transpoitation Corridors o
he Commission found no.substantial logistical problems.for any of
the applicants, nor did it emphasize any.substantial advantage, for .a
particular system because of its corridor. This report finds, to the
contrary, that logistical problems beyond those anticipated by the
applicants are highly probable.. “«..= "« w7 =
Alyeska experience indicates that it is virtualy impossible to fully
predict all requirements in advance-and that supporting large'scale con-
struction efforts in remote regions of the arctic is extremely diffieult.
It is clear that alternatives and flexibility are essential for cost and
schedule control—two elements limited in the Arctic Gaslogistic plan.
Arctic  Gas must rely on a logistics system' that is véry seasonally
oriented—use of snow roads in the winter and -shipping-on the Mac-
kenzie River in the summer: Both K1 Paso and Alcan propose Toutes
having access to virtually all weather transportation systems aid other
existing infrastructure. - SRR ce e

L S e

Gty

Seismiic Design o T

The Commission found that El Paso has an incomplete seismic de-
sign but that adequate time had been provided in the pre-constriction
schedule to complete the design at “some incredses” in cost. The con-
elusion .of this report is that the incomplete design work for the lique-
faction plant at Point Gravina leaves substantial uncertainty in' both
cost-and schedule. The record indicates substantial controversy regard-
ing what design factors are acceptable, and there 1s little experience in
designing large scale LNG facilities for a Ligh degree of seismic pro-
tection. El Paso is judged to have underestimatéd the complexity of
meeting.stringent’ seismic standards, while neither ‘Arctic or Alcan
have a significant seismic problem: =, .. . 57 0 T T
Frost Heowe/T haw Settlement. . e e

The Commission concluded that there is ¥, . . no doubt that-an ades
quate solution can be found ...” although with “. .. sufficient expendi-
ture of design, time and capital”. This report concludes that the appli-
cants may well have substantially underestimated. the required design,
time and capital. . L - e o T

The exact nature of the technical solution-te frost -heave/thaw
settlement is still an unknown ; some experts believe that portions of a
gas line may have to be elevated. The economics of an as yet unproven
solution are extremely difficult to estimate, particularly if it involves
a relatively complex technology (e.g:; electrical heatinig or buried
Supports). .. - ..t TR T e T
Project Management and Scheduling

The Federal Power Commission did not address itself specifically to

the question of management and scheduling although it did conclude

that ‘Arctic Gas and El Paso had presented reasonable programs. for
96-226—77—9
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executing feasible projects. This report finds project management and
scheduling to be a crucial element in completing any of these large,
complex;.and remote projects-in a timely and economic manner. The
Alyeska experience.is-replete: witl situations where a problem, in one .
area spilled over.into other areas. All of the pro_p‘osalg contain 'l;_zr_‘ge‘
numbers of interactive elements-for which a difficulty with one activity-
will adversely affect progress on anothér—resulting in possible delays.
All of the projects contain a number of techniques which are relatively
unproven in regular commercial application. The projects, through
sheer'ihagnitude, will draw on both labor and vendors having limited

previous experiencein this'work.
Institutional Uncertainties

The FPC generally concluded that the applicants had alloted suffi-
cient time during their pre-construction and .construction. phases to
allow for resolution of a number. of institutional issues. This report
finds that several institutional issues pose major problems for the ap-
plicants, with substantial probability for schedule delay and cost over-"
run. Joint U.S.-Canadian decisions for Arctic Gas and Alcan have the
potential for causing delays. Site seléction and approval for El Paso’s
regasification terminal in -California may- cause some" delay. Final’
right-of-way determination for all applicants is currently on an un-
certain schedule. Governmental 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 lesserextent, Adcan. ‘
Other Large Scale Construction Project Experience - ,

. Studies by Professor Mead and others indicate that the ability to
accurately. forecast the. cost of large complex construction projects
1s.very limited. Examples of such evidence are numerous and include
Trans-Alaska Oil Pipeline (TAPS), North Sea Oil production, Tréans:
Peru Pipeline;, METRO. and Canadian - Olympic facilities. These
studies indicate that for construction projects irivolving long construe-
tlon periods,new technology applications, extensive geotechnical work;
and activity.in remote areas, costs and schedules substantially beyond
those estimated have almost always occurred and are likely to occur in
the future. . e e : .

Probably the most comparable projects.is.the TAPS project., An
early, reliable ‘cost éstimate-is considered fo be the May 1974 estimate
of $4.088 billion. In June 1975, a final, detailed estimate was made at
$6:375 billion and now, onily two years later, the final cost is expected
to be at least $7.815 billion—a 23 percent'overrun, excluding financing.
In comparison, this Report. estimates 80 to. 40 percent cost overruns,
excluding financing, for projects 4-to 7 years.away from completion.
Operating Risks . B IR L T o
. This. Lead" Agency -Report- finds uncertainties.and their economic
impact to be léss significant. during the operating phase than during
the pre-construction and construction phase. The risks of flow.inter-

ruption and’cost; overruns .during:operations. is greatest for El Paso ..

because of its complex nature and séismic risk (a major earthqtiake:

in ‘the vicinity: of' the liquefaction sité’ could causé, initerruption of
weelks to more thai'a year) while both Alcan and Arctic Gas are
eonsidered Tow rigk. oot T M T e 0 o )




. REPORT ON SAFETY AND DESIGN

L Summary ‘ -
A Introduction '

- The safety and design issues in the Alaska natural gas trausporta-
tion system relate prlmarlly 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
and desigrn merits of the three alternatives considered in the Federal
Po';;er Commission. (FPC) Recommend‘ttlon to the Ples1dent May 1,
19 - ‘

. Each of the three systems proposed for tmnsportatlon of ‘natural
_gas from Alaska presents new challenges in design, construction, and
planned operation. Information in the record de’tailing the applicants’
approaches to meeting these challenges is exhaustive and much of it
has been tésted 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 Recommendation and other: relevant
material discuss the principal concerns which remain to be decided
relative to the safety and design of an Alaska gas tI“LIlSpOI‘t‘LtiOIl; sys-
tem and make their own recommend‘ltlone on these ‘matters.

The Department of 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 Admmlstratlon, and the Environmental Pro-
tection Agency partlclpated in review and analySh of the safety and
design issues. :

B. Conclusions

"The safety and-design issue 1ntera0ency task crloup concludes, as
did the FPC, that each of the systems, assuming proper design and
construction, can operate safely and reliably, AlthouO'h there . are
special technical problems peculiar to each of the systems which can-
not be resolved:at.this time, it-is incumbent on.those Federal oﬁicers
or agencies who are responsible for assuring plpehne safety to do all
that 1s'necessary to ensure, before initial operation, that the selected
gas transportation system- is designed and constructed in.a manner
consistent with Fedoral 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 dlscontmuous permafrost as well as the specific technlcal
1nnovat10ns present -in hqueﬁed natural gas (LNG) processmg and
storage in an-active selsmlc ared:; - ‘ : _

OSafety Ea T : :
"1.  The prinecipal : element relative to safety for each of the ’rhree
proposed plpelme sysbems 1s the type and des1gn charactel 1stlcs of the - -
: (e, - L
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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
prebently incorporated in the Federal gas pipeline safety standards.
Bl Paso’s proposed X-65 grade pipe is included in the standards.
Planned operating pressures for Arctic Gas (1680 Ppsig) and El Paso
(1670 psig) are high’by current industry practice; Alcan plans to
operate at a more conventional 1260 psig; and each pipeline would be
buried in permafrost areas and carrying prechilled gas. These design
proposals present the problem areas which FPC hag- identified; ‘i.e.;
frost heave,- pipe ‘metallurgy toughness; crack arrestor mstallatmn,
pressure testm and valve desigii<—and- for which the 111tera0ency
group has developed solution approaches S

2.-El Paso’s proposal for pipeline transm1ss1on 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
discussion still surrounds the specific locationsof 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 Tecognized need for
further stucly and refinement of design on.a site specific basis.: Cali-
fornia and- Alaska State officials, too, , have a major role in-the LNG
plant siting decision. The interagency group believes that those-doubts
do' not preclude consideration of the p1pelme LNG tanker: proposal;
but much work remains to bé done both at the Fedel al. and State levels
to fac1l1tate LNG plant site construction. -

There are significant differences in the’ approaches each of the
apphcants would usein solving-the’ problem of frost heave that pipe-
lines ‘can. experience ‘when buried.in: areas: of discontinuous perma-
frost. Each will have'ito.be adapted 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 costs for doing .so may. vary.

4. Federa] p1pe11ne safety’ standards require that pipeling systéms be
pressure tested before tested before initial operation. The three ap-
plicants propose to meet this requirement in different ways. ArcticGas
and Alcan plan to use a hydrostatic test; Arctic Gas-would prevent
freezing of the test water in permafrost ar cas by addition of methanol,
and Alean would preheat the test water for this purpose. El Paso
would use air as a test medium and thus keep water out of tlie line.
Each proposal has ité advantages and disadvantages. Hydrostatic
tests perniit liigher pressure test levels than air testmrr unde1] the U.S.
gtandards and snnllarly ‘would permlt higher operatlno pressure under
the Canddian standards. Also, thé higheér hydrostatic test pressure in-
creases the probability of locatlng pipe ‘defects prior to placing the
pipelizie in service. The Arctic'Gas plan to use a water-methanol mix-.
ture presents environmental concerns relating to proper: disposal and.
the effects of spills in the event of test failures. Alean’s plan .to use.
heated. water requires precise control to_ prevent freezing of water in.
the pipe. Also, heated water could cause-degradation of f1 ozen Soil sur-
1ound1ng the pipe. Air has environmental advantages, but has Tithits in.
providing the highest degree of safety while testing the pipeline.
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5. Each of the transportation systems can be adequately maintained,
although ,jpermafrost- soils .and remote Arctic areas.will require
thorough advance. planning and specialized , equlpment This will. be
particularly true. for: the northern-most. portions in - the continuous
permafrost tundra areas. Seismic factors may affect the, 1epa1rab1hty
of a:systemy, but proper design for seismic effects would: be the primary
means of assuring the safety and. reliability of the LNG facilities or a
pipeline-crossing active faults. Further site- specific designs, based upon
geotechnic survey and test data, need to be refined to complete the de-
sign of the LNG plant:and, seotlons of either the El Pago or Alcan
line which cross active faults. Testing to confirm presence of bedrock
at the Gravina Point site selected by E] Paso Would be necessary should
that proposed system be recommended.

6. In the design of the all- pipeline systems, there will be‘a need to
coordmate spe01ﬁe U.S: and Canadian standards to achieve compata-
bility in construction, inspection, malntenance and operatlon, and
thus assure dependablhty of service. ‘

D. Efficiency ‘

We concur, in creneral 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 quantlty of gas needed to operate that
system. The need to convert the gas'to LNG and revaporlze it gives &
significant efficiency adv antage to an- all- plpehne system. -

E. Potential Service, Dzsruptwn L ‘

The FPC concluded that it is hlghly probable that each of the three
systems can be operated with a reliability acceptable to the gas con-
sumers of the United States. There is some concern, about the possi-
bility of a major Alaska seismic event disrupting delivery through
the &1 Paso system. While this cannot be ruled out, we believe that
the risk potentlal for such a dlsruptlon is very low. With regard to
pipelines, their continuity of service is by far the best of any mode
of transportation in the United States, and we beheve the Canadlan
experience is comparable.

F. Expansion of Systems and Design Flembzlzty

Given the Arctic conditions and terrain, design ﬁex1b111ty and. capa-
bility of expansion for the proposed systems can be provided best at
the 1nitial design stage of the pipeline. This may be done 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 Alcan are all-pipeline systems, and addltlonal
capacity may be provided at Jower 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. addl-
tion of compressor horsepower alone. However, El Paso’s additional
capacity would require process plant additions and additional tankers
for the marine leg.
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G’ Capability of Transporting Other.Gas Beserves - Pl

-Thi ‘addition to known- Prudhoe’ Bay gas reserves; each of the systems=
could have future access'to reserves developed in‘the Beaufort Sea, the-
National Petroletim Reserve in Alaska,‘or from the ‘Arctic: National
Wildlife Rangs.. Only the. Arcti¢iGas systemiwould hawve:the capabil--
ity to transpoxt gas from the Mackenzie Delta or offshore in northern
Canada. The El Paso and Alcan systems, with short connecting lines,.
could transport gas from either the central Alaskan basins, or from the
Gulf of Alasks, While the central basins aré not considered to have-
a large: gas reserve potential, the Gulf of f&las]m could contam con-—
s1dera,b1e gas téserves.

H. FPQ Summariés o f Emdenoe cmd F PO OOozcluszons on Safety'
.and, Design,- T
“We have no: dlsagreement with the way FPC summarlzed evidence-
and positions ofinterested parties as they ‘were presented in the FPC"
Recommendamon to the President with regard to safety, design; effi--
ciency, and flexibility. Nor do we have s1crn1ﬁcant differences or 011t1—~
cisms with the way the FPC developed its conclus1ons

1. Othew Factors for Posszbl@ Preswlentzal Uonszdemtwn

Whlle we do not have additional details with regard to their 1mp‘1ct .
there is a poss1b111ty that reductions in - ex1st1n0' gas ‘pipeline system
load factors eould. place detrimental financial effects on,some- existing-
gas plpehne systems as a result of the new Alaska natural gas trans-
porta‘uon This would deserve study of cost and economic elements in
other issue reports to determine the possible effects upon safety and
maintenance of systems already in place. Additional attention also-
needs to. be-given to effective monitoring of a gas transportation sys--
tem as extenswe as any of the three proposals .

J Terms and 00mlztzons

There are a number of- swmﬁcmt prob]ems 1dent1ﬁed in the Terms:
and Conditions. as- presented in the FPC Recommendation to the-
President which will require further definition and clarification. These
include, for example, (1) applicability of Terins and. Conditions to:
that portion of the pipeline system in the lower 48 States; (2) Federal
Inspector’s role in enforcing compliance with the Terms and Condi--
tions; -and (3) conflicts ‘of jurisdiction between Federal agencies.

- 11, PIPELI\TE A\TD \[ARI\E SAFETY

A I ntroduction

‘The deswn construction, operatlon and m‘untenance of any Alaska’
natural gas plpelme and’ LNG:. terminal facilities. must meet the
Federal gas pipeline smfety standards contained in 49 CFR Part 192;
the reporting requirements of Part 191; and with respect to the LNG
facility, possibly Part 193, a new part for which an Advance Notice
of’ Proposed Rulemaking was tecently issued by the Department of’
Transportation. -

All three applicants plant to utilize advanced technology in the:
deswn, construction, and operation of the gas transportation systems-
proposed and doubts have been raised as to thelr ‘Lblhty to: complv



125

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 walver and assure pipeline safety. While 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 concerns regarding system safety
and design.







REPORT ON NATIONAL ECONOMIC BENEFITS

The FPC “Récommendation to the Pres1dent” compared the three

alternative systems against two criteria:
'Net national economic benefits—a measure of the dlscounted
benefits and costs of the projects.
Cost of service—a measure of the cost of delivering natural gas
;c&)[ Ccon)sumers (including an assumed Wellhead price of $1.00 per
1

All systems had substantlal net benefits (from $5.8 billion to $8. 2
billion) and a cost of service that was judged competltlve with a,lter-
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 report examines the sens1t1v1ty of the FPC findings
to different discount' rates, cost overruns, and schedule delays and
calculates new employment 1mpacts

The new firidings using the expected values for overruns 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 (assumlntr 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!
[1n millions of 1975 dollars}

Arctic El Paso Alcan

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

Xalue ofgas2 7,257 11,056 20,557 7,076 10,551 19,167 7,856 11,649 - 21,013
ess: : :
F[eld gathering and conditioning__ 858 . .961 1,124 858 961 . 1,124 969 1,057 1,192
Field 0. & M_._______.________ 22 ¢ 34 64 25 37 67 24 3
4,762 5503 6,733 3,780 4,361 5318 4,113 4,701 5666
13 15 19 28 34 23 28 36

Trans.portatmn facilities.

Working capital____ . R

Systerm 0. & M. 166 251 469 |, '538 802 1,458° 169 253 463

U.S. other taxes... 110 | 154 250 325 449 716 172 235 368

Canadian income ta 503 775 1,440 0 0 0 228 352 657

Canadian other taxes. 3 . 92 0 0 0 107 162 29%
N NEB.._____ - 3, 311 10,366 1,522 3,908 10,441 2,051 4,825 12,265
Base case 3. 7, 1293 15 '379 3,056 5,800 12,859 3,968 7,113 14,974

i

1 Derived from computations detailed in the report of the cost overrun task force,
2 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 pritfe 61‘ $1 at Prudhoe Bay. anp for gas fuel]

20-yr simple Leveled
average! . average!l
Arctlc Gas 2 : T
Appllcantcostsa-_-___ 1.72. 1.87
Expected value case_.... . 2.09 ©2.32
Worstcase. .. _______ L3111 3.61
Alcan:4 .
- Applicant costs3. .______ e -1.79 . 1.95
, Expected value [ — 2.09 2.33
Worst case_.. : —— - . 2.96 3.39
El Paso:s . : .
Applicant costs3______ - - 2.09 2.26
Expected value case._.- O S S T 2226 - T 2.50
Worst case_ . ..ol - 2.78 3.14

t Average calculated over 1st 20 yr of flow including years of partlal flow except for ¢ ap‘plvicar‘lt cost”” case. Here 1st
20 yr of full flow was used. - .

2Flows: Prudhoe Bay, 2. 4B fte/d: Macken21e Delta 1 Bft3/d
3Taken from submittals to the Federal Power Commlssnon

- 4Flow: Prudhoe Bay,2.4 B ft3/d.
.5 Flow: Prudhoe Bay, 2.36 B ft?/d

oo 3 - - . -

TABLE C.—TOTAL JOBS GENERATED BY DIRECT AND .INDIRECT EXPENDlTURES

T S — e " = =

o . El Paso O Alcan Arctic
1977-78 N w7186 - 7 1,700 . 0
1979 - § 7,150 17,450 21,350
1980 . : 80, 600 65, 500 31, 250
1981 I 100,950 92, 250 62, 850
1982 64, 550 59, 000 67,200
1983 15,550 150 22,150
1984-93 e 0 4,400 5,950

N Total oo 270,650 240, 450 210,750




‘ligible, particularly as other reserves are

REPORT ON SUPPLY DEMAND AND ENERGY POLICY
ExEcUTIVE SUMMARY

This report combines two 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
detalled supply-demand_ analysis of an Alaska gas project by itself,
and is an extension of a comment on the findings of the Federal Power

“Commission (FPC).2 Chapter I1 considers an Alaska gas project in

the context of the NIEP. 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. Prudhoe Bay Oil Pool contains 22.2 to 23.7
‘tef of recoverable gas reserves (40. tef in-place), enough to support
.sales of at least 2.0 befd.®. 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 befd, and
"be capable of expansion for an additional 1.0-1.5 befd. They also found
‘that gas resources in Canada’s Mackenzie Delta are only adequate to
.support deliverability of 1.0 befd. .

In this report, the United States Geological Survey 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 lack of field production experience,

-assessments of reservoir behavior involve some uncertainty. The unit

production plan submitted to the State of Alaska by the Prudhoe Bay
producers requests authorization for the sale of a minimum 2.0 befd

-of gas to a pipeline, on the grounds that such sales can be made without
.a significant reduction in oil Trecovery over the life of the field. The

producer’s plan is based on the results of the reservoir engineering

:studies which indicate that gas production, accompanied by water

injection, will actually increase oil recovery slightly. There is a small
risk that gas deliveries from the Prudhoe Bay oil pool would have to be
reduced after production has begun, but that risk is congidered neg-

- available to make up any

possible shortfall from the main pool. = " :
-In a comparison of the effects of the three proposed transportation

-systems on consumption, shortages and prices, there is no overwhelm-
‘ing evidence that any one of the three proposed systems should be

1 Throughout this report, the term “Alagka gas” is used to refer to natural gas from
~the area north of Alaska’s Brooks Range, when gas production from south of the Brooks
"Range was intended to be included, it is specifically identified.

2 “Recommendation to the President: Alaska Natural Gas Transportation "Systems,”
"E‘ederal Power Commission, May 1, 1977, hereinafter referred to as ‘‘the FPC recommenda-
- 1011.” . - T - 4. N

3pefd : .billion cubic feet per calendar day. .

azey
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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 lessthan if no delivery 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 established a field
price that was greater than about $1.50 in 1985 or about $2.00 in 1990
(both 'in 1975 dollars); (2) project cost overruns were such that a
fixed field price plus the escalated transportation costs exceeded
market value; or (8) 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 probably 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. If 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 the Nation 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/mef before either the national or regional
average 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 LLNG, in order to serve higher priority industrial
customers, rather than with other fuels, such as distillate. The price
of incremental LNG in 1985 has been estimated -at $3.70/mecf and
in 1990, $4.50/mcf. 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. T o e :
~ The FPC recommendation concludes that any decision as to the need
for additional new facilities.for delivering Alaska gas to the Western
States (a Western leg) be deferred for one to two years. This deferral
will not delay delivery of gas to the Western States, since the lead



131

time for construction of the entire pipeline istwo to three years greater
than that for'a Western leg. Moreover, sufficient information 1s still
not available to make an informed judgement as to the extent of idle
capacity that may occur in the future on existing gas importation sys-
tems as & result. of changes in the level of gas exports from Canada.
This task force finds no reason to differ with the FPC recommenda-
tion on the issue of construction of a Western leg. C ’ :

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 would be rerouted using system
which are, to a large extent, already in place, thus reducing.both the
time required to-effect delivery and the funds required to- build 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 to 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 timing of its delivery by
stimulating additional domestic natural gas production and by reduc-
ing industrial and utility demand. The proposed plan would stimulate
additional production by allowing higher well-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 taxes as
consumers install equipment to consume coal. ‘ i

We project that, in 1985, with the implementation of the NEP;
there will be a temporary alleviation of the natural gas shortage. By
1990, substantial shortages reappear. Alaska gas, to the extent that'it
is available in 1985, will trade off against and thus reduce the level
of foreign imports. It could, therefore, serveto reduce our dependence
on potentially interruptible.foreign sources, regardless; 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 atter NEP implementation.




There are. additional potential gas resources that have been con-
sidered as possible hedges against short‘tcres in the mid 1980’s. These
include accelerated OCS. leasmg schedules coal gasification, increased
imports from Mexico, unconventional sources such as Devonian shale,.
Western tight sands, methane from coal seams and geopressured brines,
and other technoloomal 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 unconventicnal 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 ecan be competitive. Large-scale coal gasification is the:
source which is expected to limit the price at which competmg 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 mef 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 gas reserves,
an Alaska gas project-would go from a position of one ‘of the move
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’
the competing gas transportation projects. The President, in reaching-
his decision, should car efully consider the benefits versus "the possﬂ)le-.
consequences of delay. ° -

- In the event that 1mp1ementatlon of one of the competmg 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 Sub%tantlal loss of the
enérgy value of the gas, there is.a large and growing market for that
product.in the lower 48° states; paltlculauly m the industrial sector..
Methanol delivered-from: the N01 th Slope is not currently competitive
with alternamve sources, but 1t mfty Well be before-the ‘end of thlS‘
century. :

Another 0Q51b1e use i conversion to ammonia and urea procluc’rs
North Slope production costs are naturally quite high. However, the
gorowth in ammonia-and urea production itself could “absorb all North
Slone annual gas_production at around.the year 2000.

Other gas frmnsportatlon alternatives considered- include 1cebreal\—
ing' LNG tankers. There has been recent’,Canadian interest in using-
such tankers in-bringing out eas from the Arctic Islands. The cost of
liquefaction .on :the North Slope would be higher than in South
Alagka; but it is conceivable that gas might be- dehvered to'the East
Coast in this manner at.a- cost comparable to that for East Coast
delivery under any of the 3 proposed transportatlon ‘system projects:
con51de1ed he1e o : ,



REPORT ON SOCICECONOMIC IMPACTS
Prrrace

This report is one of several written by agencies of the Federal
Government on various issues pertinent to the Pres1dent’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,
Pre31dent supplementing that contained in the Federal Power Com-
mission Recommendation of May 2, 1977.

"This report contains comments on the socloeconomic impact analyses
submitted to the Federal Power Commission during its proceedings,
and on the Commission Recommendation itself. The purpose of the
analyses in the report is to present and discuss some important factors
whiclr appear to be significant enough for consideration in the-Presi-
dent’s overall decision. Given this spec1ﬁc purpose and the massive
amount of evidence which has accumulated in the past three years, this
report is not 1ntended to be a comprehensive. review or.an analysis
independent of previous work. Detailed questions must be referred
to documents such as the Socioeconomic Briefs filed with the FPC, the
Interior Department Final Environmental Impact Statement, the
Berger Inquiry Report, J udge tht’s Dec1s1on, or the Commlssmn
Recommendation.

This report was prepared by Ernest S. Ting, Oﬂ‘ice of Coastal Zone
Management, National Océani¢ and Atmosphemc Administration at
the request of: Dr. Edivard Miller; Acting Deputy Ass1stant‘Secretary
io1 Dne1 gy ¢ fmd St1 ateom Resource Pohcy

Tere COMMISSION RECO‘\I\ILNDA’I‘ION, Mn 2y 1977

The Fedel&l Power Commission’s: overall concluslon was. that the
socioecoriomic impacts of the pipeline proposals: “offer little oruldance
for the final choice :among the competing applicatits.” -

AIn the Commlssmn s view the socioeconomic benefits from any of the
three proposals are “overwhelming” and are largely independent of
the exact route. The priméary benefits which were identified by Judge
Litt and quoted by the Commission ‘are the large sums received.by the
State of: Alaska. in -the form of Toyalty -gas pavments and’ severence
taxes. Also athong thebenefits cited were revenues from property taxes,
and-pergonal; and. corporaté:income taxes. The Comniission notes that
these ‘benefits will be; accompanied by increaséd public’ expenditures,
but claim§ that such expenditures will stimulate economic activity and
improve thé “general economic ‘well-being of Alaska.”? Neveitheless,
the Commission ’ warns that substantml s0c1al and economlc dlsloca-

1 Federal Power Commissxon "Recommendatlon to the President » May 1, 1977, p VI—27
2 “Recommendation to the Presldent * p. I-31.
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tions” should be expected in the State of Alaska during the construc-
tion phase.?

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 Northwest 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 economie activity . . . but would also require more social
services and would probably be associated with the highest unemploy-
ment.”* Impacts associated with the Arctic system: would be “much
smaller” and the Commission states that Alcan impacts would. fall
somewhere in between. The FPC decision also notes the possibility
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 bas1s of socioeconomic 1mpacts '

ISSUES DISCUSSED

Issues which have been 1dent1ﬁed by the Comm1ss1on and interested
parties include:

1. What will be the increase in population assoclated with each
proposaN ‘What will be the availability of housing inthe aﬂ"ected
communities for the additional population? ot

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? '

8. 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-

. -munity;lifé-styles? What social problems might be -expected to

- arise with -the:rapid’ growth'or change of the rural vﬂlages'l ‘

"~ 6. Is'tlie intrastate use of royalty gas in Alaska a factor in the

- con51derat10n ‘of the various proposals? If it is, how: does th1s
factor affect the evaluatlon of each proposal'l SRR

3 Ibid.
4 Ibid., p. IV-27.
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7. In terms of the distribution of benefits and costs amohg
_‘Tegions of the United States, and particularly between Alaska -
and the lower 48 Statés, where does the public interest lie? Is:
it in the public interest to subsidize 'the économic development
of Alaska at the cost to lower 48 States of a hloher dehvered gas,
‘prlceﬁ o

' St

o

Hips'OF POSITIONS AND .EVI_DENC‘E_ QF ;I_I:\TTERESTED' PARTI’ES b

e APPLIC&NTS

1. Alaskan chtw ‘Gas Pzpelme Oomp(my

In its extensive brief, Arctic maintains that its proposal is the most -
beneficial to the State of Alaska since it will provide large benefits
and. cause_the least-socioeconomic cost.® This assessment is based on. .
the assertibri’that the major socioeconomic benefits from any pipe-
line project will be from severence taxes and royalties, and that such
benefits aré roughly equal for all three projects.s -

Arctic further states that'since its system has only a relatively short
section in Alaska, and that section is in the much less accessible north-
ern poition of the State, the impacts of the Avctic' Gas System’ on
public facilities and services will be miuch less than the impacts of
the El Paso and Alcan- Systenis. The miagnitude ‘of the population
effects is smaller, fewer communities in the State of Alaska are-af-
fected, and prospective ‘inmigration by 'out-of-state job . seekers is-
dlscoumged Dby the 1naccess1b111ty and seasonal constructlon schedule
of the North Slope.” : »

Arctic responds to the contention that the other two proposals pro-’
vide greater benefits to-the Alaskan economy because of their greater:
' lenoths in- Alaska zby -characterizing- the-severance-tax and 1ova1ty 2
revenues as primary i mdgnitude and ‘as long—term beneﬁts as op- -
.poséd to short-term’ construcmon employment.” -

‘Excerpts’ from” the 'Arctic socioeconomiic’ brief 1llustmte the con-
téntions. “Compared to séverance taxes and royalties, all other bere-
fits to the state will be- tmnsltory and mlmscule (T)he 1mportance
of gas- -related employment is . . . “negligible ". .. =# Other revenues,
ie. propelty tax and corporate’ inéome tax’ 1evenues, are said to be:
small, personaliificonie tax révenues 1mportant only f01 the relatlvely
short period ‘of 'constivction. : :

The Arctic ‘Gas Systefd is the only proposal Whlch would not, pro- -
vide the possibility of delivering royalty gas for use in. Southern
Alaska. Arctic discounts any benefits claimed. by the. State of Alasgka.
from industrial development induced by the intrastate. avallablhtv of’
North, Slope natural ‘gas, alleg;mg that the,State has not been able to
present any. solid: evidence either on the basm of past, éxperience in .
Cook: Inlet or firm expressions of: 1ndustry interest that such indus-’
trial uses will, occur. In; addition, Arctic. notes that’ possnblhtv of an’
exchange. agreement in which Cook Inlet gas could be p10v1ded in’
Southern Alaska in return for North Slope royalty gas Lo

5 Brief of Arctic Gas Project on Socioceconomic Issues, p.

8 Arctic points out that if the gas tfransportation cost< are lowest ‘with'’ ‘the’ Al‘Cth
-8ystem, as projected, and if wellhead prices are deregulated. severance.tax ‘and: royalty
income to Alaska may actually be largest with the Arctic system.

7 Dr. David Kresge, Tr. 33,709-33,710.

8 Brief of Arctic Gas Project on Sociosconomic Issues, pp. 12-13.

96-226—77——10
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:Aretic cites estimates that in the case of the Alyeska construction
as inany as 56,000 in-migrants may have entered Alaska in 1975 alone,
and that 35 percent of the adult in-migrants had spe01ﬁc 1ob waiting
for: them.. These unemployed 1ncreased the pubhc welfare burden in
Adaska; and the éntire; growth. in popula,tlon caused 4 greit incréase
in demand for public Facilities and services. Arctic’ stateslthqt the
large increase in_demands for goods resulted in shortages and rapid
pricg,rises, and: alleges that s1m1]ar occurrences could he expected with
the large impacts on the State of either the EI Paso or Alcan totite.

The :tollowmg projections of peak: construction—induced pepula-
tion increases in Alaska are mentloned by Arctlc °

i o
El PasoFAIaska T I TS
URSA (Arctlc consultant).

tor

The large size of ,the El Paso and Alc'm 1m ets'
addltlon, Afrcic cites'an estimate that 40 percent “of the
struction workers sent their paychecks out of 'state, a sta
would indicate that much of the i increase in per caplta

the construction phase does not remain in the State

Arctic criticizes the impact of: El Paso on small Adaskan’ commum-;‘:v
ties by citing the El1 Paso projection of the plpehne—;’lmpacted popula—-;

tion of the Cordova McCarthy census d1v151011 ae

1977 s : .t 2 400,
1979 ;. e R e et Lo - 9, 100;
1982, . ] . . Lol e 4 100"

Once again Arctlc emphaSWes the stram on’ and costs of mcreased:

but: trans1tory demand :for publie services. and mfmstruct;ure

Arctic claims that: its extensive planning with the citizens of Kalx—;
tovik, the principal village impacted by the. Arctic System, will:“maxi--
mize benefits and avoid dislocation.’* Alcan is critized for not having’

yet acted on plans to.carry out. similar activities.

Einally, in. Canada;. Arctic. plans to locate hlflno halls in largel‘

sourthern metropolitan areas, thereby discouraging mlgratlon of un-
employed Workers to’ the more-fragile and rural Yukon and \Iorthwest
Terrltorles ‘

2.E1 Paso AZaska, Uompany

ious parties betbre the Commlssmn El Paso goes on t6 state that
its projéctions and those of the FPC and the State of Alaska all’ agree
that the socio-economic ipacts from the Kl Pasé proposal’ swould be
greater than the impacts | from Alcan ot Atctic. The key to El Paso’s
argument 18 it§ ‘as
fits to the State of Alaska.

- {2 Aretic Brief, -pp.. 24— 26
10, A,Ifctlc Brief, . 45..
Ibid

Fter rev1ew1ng ithe methoddlo gy behiind’ the prOJectlons made’ by1

tion thiit the greater impacts refléct gréatér beive-
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Aftm Hlustrating how its proposal would ; prowde the ‘greatest im-
pact in terms of popitlation and absolute employmeént, 11 Paso also
asserts that it would providé the greatest impact on aggregate per-
sonal income and in-state spending; citing the FPC FELS ‘projections.*

‘In'regard to per capita fperson‘ml income, the projectionsiof-the FRC

in its FEIS show- i drop after the first several ‘years ©T construction
and operation of-the project.’* El Paso’s ¢onsultant on sociceconomic
impacts alleges that this downturn canbe’ explamed a5 a'lowering ‘of
the average as later growth in the economy increases employmenc in
the tmdes and services industries; which are lower-paying. ...
" El'Paso. asserts that the “revenues aceruing to the State :and local
o*ovemments as a result of the. project will, exceed increased pubhc
service. costs throughout the life of the. project,” 14, -and that the in-
provement in financial capac1ty will allow those aovernlnents to pro-
vide exanded services.

"El Paso also cites benefits from’ the a,vallablhty of oas to. potentlal
consumers along the Trans-Alaska route, and claims. that the natural
oas. plpehne construction will. provide employment for some of the
Alyeska workers, thereby easing the severe. unemploymeut Following
completion of the oil pipeline. . -

‘The endorsement of both the State of Klaska, and the Clty<oftC01—
dova. is claimed. by the BI Paso applicants.: The State has expressed
public support based on arguments quite similar, to those used by Kl
Paso, Among the beneﬁts cited by. the Alaska Commissioner of Rev-
enue 1s.his estlmate of an additional $126. mllhon in direct revenues te
the State from the El Paso system as. compared with the Arctic system.

El Paso cites statements by the City ot Cordoya, the C’li:y Manager
and the president of the local Chamber. of Commerce expressing sup-
port for the, economic stimulus effects. of the Kl Paso, system "The
statement by the City of Cordova 1nd1cates recognition of ¢ ‘significant
and -far-reaching effects on_the, economic, socml and, envuonmental
well-being of the Cordova Community,” but also, _expresses fhe; behef
that “the great majority” of these effects are “beneficial.” 15

The Cordova statement asserts that most elements of the communlty
look forward to increased business from construction workers and “the
stabilizing influence on the Cordeva economy which the 300 perinanent
hlcrhly skilled jobs at the LNG will provide, as well as- the potential

tax base which its siting on Gravina Pemnsula will afford.” "The city
also offersthe following evaluatlon, “E1 Paso’s Trans-Alaska Gas Proj-
ect is-precisely the type of controlled development needed by the Cox-
deva community, the State of Alaska and the entire United States.” ¢

An attorney for Chugach Natives, Inc. and the Eyak Corporation
claims support for the Gravina Point terminus for its contribution to
leBISIfYJDO‘ the Cordova economy.*”

E] Paso’s final point is that since 1mpacts ‘will be concentrated in
Alaska and particularly at Cordova, the views of the respective gov-
ernments and citizens should be “determinative of the questlon of

benefit.” 18

12 F11 Paso Brief, pp. 9-10.
1B FpPC, FEIS, p. I-C129.
14 Bl Paso Initial Brief, p. 15.
15 El Paso Initial Br 1ef pp. 1718,
18 I'hid, 8.
17 Ibul pp 19-20.
B I d
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In its reply brief X1 Paso criticizes Arctic’s suggestion that its-lower
cost of transportation may. provide hloher revenues. to the.State of
Alaska, noting that such an ouftcome is posmble only if Congress were
to de- recrulate the wellhead price of Alaskan gas for 1nt1astate sale.

El Paso also responds by disagreeing with A1 ctic on the importance
-of benefits other than royalty pfwments and severance taxes. Popula-
tion, employment and income effects are emphasmed as substantial
beneﬁts to the State of Alaska. . : :

3. Alcan Pipeline Company - o - :
Alcan describes the general-econormic impact of iheu‘ pr oposed system
as increasing the 0’rowth rate of the State of Alaska and-directing that
growth toward regions affected by the pipeline route. As concliided by
other ‘partles in similar statements. before the Commission, Alcan says
its system “would have a significantly greater economiic Ampact on
‘Alaska than -the Arctic: Gas ploposal but a somewhat lesserl 11npact
than the E] Paso proposal.”
~ The following impacts are outlined in Almn s socioeconomic brief ;20
(@) Addltlon to Gross State Product (GSP) peaks during the
‘construction phase in 1980 at $210 million. GSP inipact is con-
centrated in the Fairbanks and Interior regions during construc-
tion (which is completed in 1983) and later increments shift to the
Anchorage region. This regional distribution ot impacts over time
holds true for all of the economic nnpacts discussed in the brief.
(b) Additional éemployment pealks in 1980-at 20,278 and drops
significantly immediately after completion of constructlon Tising
gradually thereafter. Anchorage region employmentis more st‘lbie
than the Interior and. I‘alrbanks region’ emplovment Whlch de-
. pends heavily on the construction sector.
" Real wages and salames follow pqttems similar to that of
‘ employment
(¢) Populatlon impact also peaks in 1980, at 28,692, with re-
gional distribution similar to ‘that of employment 1mpacts
(d) Personal income peaks in 1980 and 1983. After 1983.the
effect of the project is to lower real per capita income. The expla-
" nation for this effect is the same as for El Paso; later increments
of employment are in, lower-paying support serv1ces as compzued
with high-paying construtcion jobs.
(e) Tmpact on state revenues in 1984 and 1990 * rahging from
$185 million to $346 million'in 1984, dropping after construction
-‘and increasing thereafter to a ranoe of $182 million to $387 mil-
lion in 1990. Local revenues behave smulzuly, pe‘tkmo 111 1981,
1984, and 1990. '
~ State Tevenues are 1ar<re1y composed of¢ petroleum seetor ta‘{es and
charges” during construction and “direct.taxes and- 1oya11 tes” during
operations,’ while increased 1oca1 revenues are lar Gely from’ mopm ty
taxes and sales taxes 22 .

19 Alcan Initial Brief, p. 4. !

20 1bid., pp. 2—-10. Quantitative results are from an application of the MAP, model bv ﬂ'e
Umvers1ty of Alaska ISEGR to the Alcan system, construction assumed to bef'm in 1978,
operation in 1981, .

20 1990 is the last year of the model simulation.

22 Alean Initial Brief, p. 9.

<
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Alcan asserts that, “In the case-of both state and local governments,
expenditure nnpacts Wlll tend to follow the same pattern as revenue
impacts.” 2® "

Regarding negative nnpacts of thelr proposal Alcan states that “the
posmve beneﬁts to the local communities and people, as well as to the
state as a whole, will far exceed any negative social impacts that may
occiir.” 2 The claim is made that the Alean Project. will ease the post-
Alyeska transition, and that most of the communities to be affected by
Alcan_have already made some adjustments to accommodate larger-
scale development through their Alyeska experience.

Tt is apparent from Alcan’s brief, however, that there are a few

native communities along the A]aqka Highway portion of the route
which certainly.will be swmﬁca,ntly affected, with a “lessening of cul-
tural tiaditions” and the emigration of’ vouth in search of hmh wages
in pipeline emplovment The most significantly-impacted communi-
ties are expected to be Dot Lake, Tanacross, Tetlin and Northway.*®

Benefits predicted by Alean for native communities include addi-
tional employment, job training and the “awarding of -construction-
related contracts to.native clalms act corpomtmns and other native-
owned firms.” 2% -~ .

I‘mqlly, in Canada Alca,n ca,ys benefits Wﬂl be of similar nature as
those in Alaska, and socioeconomic costs are minor, in part because of
the use of the esta,bhshed Alaska Highway corridor. Regarding native
claims, Alcan éxpresses optimism for settlement in the Yukon while
expressing severe doubts about- Arctic’s ablhty to surmount native
claims disputes in the Mackenzie Valley.?” - .

In its Reply Brief Alcan attacks the arguments of Arctie, assertmﬂ'
that (1) the benefits other than severance taxes or royaltles, such 'as
employment, personal income, other government revenues and develop-
ment of the economy, are undervmlued by ‘Arctic, and (2) the transpor-
tation cost of the Alcan system is Jower than Arctic and consequently,
if there is any difference, royalties would be higher with the Alcan
system, :

C STATE OF ALASKA

Alaska, expresses 1ts strong desire and need to develop a stable,
diverse economy and “social: env1ronment,” in contrast with the boom-
bust cyclés of previous extractive industries. The State suggests that
the Commission should use as a criterion for judging the natural gas
systems the “lasting contribution to Alaska’s healthv growth each
would make.” 2 The Alaskan Statehood Act'is even citod as contaihing
Congressional intent to promote the mdependence and growth of the
State economy: ..

The Staté also emphaslzes repeatedly the necessity of havmg royalty
gas for use within Alaska:to promote industrial devélopment. -

Overall the State of Alaska favors @ trans-Alaska route, and in
particular the El Paso proposal, believing that the greater -economie
1mpacts will expand the economy to a more viable size and provide
much greater revenues for expendmue on pubhc facilities fmd eervmes

Brhig, . . T wSt T e
- 2 Thidiy p. 11 L e e

% Thid,, pp. 14-15.

2 Thid., p 15,

27 I'bid., 18.

= State of Alaska Initial Brief, p. 3.
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G e, ,.OTHER-MAJOR ,RELEVAN.T'REPORTS' o

INTDRIOR DEPARTMDNT FEIS ('\IARCH 1946)

In Alaska the' Interlor Final Env1ronmental Impact Statement pre-

dlcts beneficial effects on unemployment but that assessment was based
on the assumptlon that preparatory constluctlon WorL would begin in
1976, . .
The TEIS also 1ndlcates the. likelihood of “major and significant
adverse 1mpacts” ‘from the Arctic system on the wildlife on. which the
native subsistence lifestyle is based. As a result the loss of traditional
eulture is accelerated 28

. In'Canada the.economic 1mpact of Arctic would be largely limited
to. a.few communities (Inuvik, Norman Wells and Fort Sirpson),
according to the. FEIS. Employment of local labor would be over
2,000 at, peak construction bt perhaps only 200 in operation.® - -
.WVlth regard to, the, natlve clalms issue, the Interlor FEIS states: *

; One.of the: constramts in.the Canadlan Government guldehnes for morthern
plpehnes (Department .of Indian Affairs and Northern’ Development 1972) is
that: “Any certificate issued will be’ strictly conditioned in respect’ of ."the
protection of the rights of northern residents, ... ” Furthermore, the’ stated
government’ pohcy is that any decisions made’ concermng northern plpelmes will
Be, without prejudice to Indian land claims and treaty- rights. .

The .extent to. whlch land claim settlements. and- other legal prero«atlves of
Tocal residents-may, determine the granting of the proposed pipeline construction
permit i§ not’ clear. The attitude of the local residents, as interpreted -from
Hmited and subjective’surveys, seems -to range from full acceptance to complete
;{ewctlto)n of the proposed plpehne prOJect’ Berﬂ‘er Inquiry—Ganada (\Iay 9, 197 7

QIJOI' o .

-On May: 9 1977 the Report of J ustlce Thomas R Berorer ‘on the
fookenzw Valley Pipeline Inquiry was released to-the, pubhc. The
report is:an’advisory-document for the Minister-of Indian and.North-
ern--Affairs -on the social, economic and. environmental impacts;of a
natural -gas ipipeline :through the northern Yulon, and: Macken71e
Valley. ,

The major recommendations of the report are that (1) no plpehne
should be constructed through the northern Yukon because of environ-
mental impacts, and {(2) any Mackenzie Valley ‘pipelirie’ should' be
postponad for at least ten yéarstoallow forsettlement of native claims,
In’addition; Judge Berger expresses his-opinion that the evidence be-
fore the! Inqulry indicates ‘thatthe Alcan"- route may be satlsfactory
frem anh environmental Vlewpomt Lol ;

:: The report’ discusses -the_testimony: of:-one thousand Wltnesseb at
thu‘ty five community hearings in'the Yukon and Nerthwest Terri-
tories. Judge Berger explains the heavy dependence of native culture
on ‘the: subsistence: lifestyle, on- unrestricted use of land for hunting,
ﬁshuw anid ‘trapping; on sharing and stronﬂ' commun ty 1dent1tv. ‘

Quotlno’ Hrom:- the report‘ 82 e i e

T JEEE

-2 DOI FEIS. (Alaska Volume) YT S S
80DOI FEIS (Canada. Volume) 473 .
R Ibid;; p. 486, 21
2 Berger Inquiry Report pp xxiv—-xxV. e e
'‘Another: recent report of interest is the study of effects on the national economy. “Em—

ployment Impact of the Alternative Proposals for the :Alaska Natural Gas Plpehne" y -the
Federal' Bnergy Administration. . -




-

“141

The native people insist that the settlement of native claims should be a
beginning rather than an end of the 1ecogmt10n of native rights and native
Laspirations. In my:opinioh,: d period- of ten - years' will. be, required-in the -Mac-
Kenzie Valley and Western Arctic to settle. native clau;n and to establj h the
T new . 1nst1tut1ons and ,nevy proarams that a settlement 111 enta11 No p1pe1111e
; should be bmlt until thesd things have been achleved ‘ i

It Would therefore be dishonest to-try to impose an: 1mmed1avte settlement .that
'we. lxllOW now—and ‘that ‘the native people will know, before the ink is dr;
mot. achiéve, their; goals: They: will-soon 1eahze—gus th ‘_ (i ¢ ople,o
prairies 1ea11zed a century a“o—that the, actual course of events' on the glound
will deny the promlses that appear on, paper The ‘advance of the’ 1n(1ust11a1
syStem’ would 'determme the- comse “of events no’ matter What Pa1hament {he
eour ts, th1s Inqulry or- anyone else may’ say v . .

i i

CON CEPTUAL AND SUBSTANTIVD D]JFICIENOIES IN PRIOR ANALYSES

There are several general concepts or ma]or 1ssues Wh1ch have not
‘been. adequately addressed .in 1most prior analyses and arguments
presented before. the Commission.. These, include .

i La-Gross, “Benefits” . from Employment versus Net Socweoonomw
A nzpacts.T—In the briefs of the State of: Alasln and Dl Paso especlally,
_the sccioeconomic impact assessments, fail o, ,account for or give suf-
ficient Welght to,the costs of .an expanded populatlon in terms of cost
-of public. seryices,.and capital and operating costs £ pubhc fac1ht1es.
In,,addltIOH, the: questlon ‘of whether AlasLan or.ins mlgrants fill new
pipeline-related jobs is crucial to the. accurate measure of net beneﬁts
.Arom, increased employment,,

o. quregate System Impact vérsus ﬂ[ammum Local lmpacts—«
~Emphasis in-some.of the briefs tends. to be gn a:comparison jof .the
;total impacts of each of. the three systems. Tt is 1n1portant to. give.due
-weight. to examining the impacts on individual communities, pazticu-
hrly native . villages. In addition, Ithe dlstrlbutlon problem .created
.when -the. taxable property of .a.project is located inione. commumty,
‘but the lic sepvices and facilities, Aare needed in another needs to be
exammed more thoroughly for each of the: ploposed routes, . ...

" 8. One, problem. concerns the tendency to view fhe degwee of clnnge
(in populatlon, for | ample) as the sole, re]evant measure of sqcio-
i pact on g commi ty 001151c1erat10n of the rate of change

7

’”_,impo‘r, ant, factor in assessing the. severlty of the 1mpacts

ach of the'p os‘l,ls, but Tittle attention is.given to this, Possi-

blhty Thls pomt is partlcularly:relevant to the natlve commumtles.

Tt ig often ‘said that fhenative gconomy will undergo a‘transforr

n'a, subs1stence bas1s to a wage bas1s refrardless of Whether a plpe-
, ; tl :

nge as'a det_ermmant of the magnitude of 1mpacts
‘ .’ Sodial and Cultiiral. Pfoblems, Natine. Olginy ‘ fs,

“before the FPC generally focused on the narr ower 1mphcat1ons of the
_pipeline systems for state and.local economies

‘line‘system, 'on socml and cultural concern sueh as 'alcohohsm and the
tendency toward cnltural breakdown in 11npacted natlve villages has
not been dlsousse_d in enono{h‘detaﬂ The entire’ issue of the desn'es of

i

fieoa e
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ANavysis ..

The following: discussions are intended to. facilitate the. evaluation

of the Alaska Natural Gas Transportation Systems. : I
1. Bach of the three proposed systems will credte a large amount of
additional employment during construction and a generally small
‘amount following completion of construction. Since it 1s unlikely that
. construction on a natural gassystem would start soon énough to cap-
ture a large portion of the workers laid off from the Alyeska construc-
tion, a large construction work force would tend to continue the.dis-
equilibrium characteristic of the Alaskan economy.®® Since 1t has a
much smaller construction workforce than the El Paso and Alcan sys-
tems, the Arctic Gas System would have less of the effect of perpetu-
ating large unemployment than would the other two systems. E] Paso
has the largest long-term operation employment in ‘Alaska- with its
ILNG terminal, but even that number is relatively small: (300 at the
terminal). Many of the unemployed from Alyeska wete originally im-
migrants who may be encouraged to extend their stay in Alaska in
hopes of obtaining a construction job if either the El1 Paso or Alcan
route is certified. In addition, more Alaskan residents and natives
will be attracted into the high-wage construction market. leaving be-
hind lower-income but® more stable, longer-term livelihoods. Un-
employment 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. _ : o ] o o
9. Tt is generally considered in the best interests 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 support enlarged
economic activity and making gas available for new industrial- uges.
'.I‘ln's strategy will work if businesses indeed are willing to makemajor
investment in southern Alaska. If successful the State will have ranid
dev_elopment, but in the interim will incur major socioeconomic dislo-
cations. The El Paso proposals would probably provide the oreatest
. 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 0il production, however, any of the
systems would provide Alaska with sufficient amounts of funds to

greatly expand services. o o
. The question of whether the availability of North Slope natural gas
is an important ingredient in the diversification-of the Alaskan econ-
.omv is unsettled for at least two reasons: There is the possibility that
‘exchange agreements could provide Southern Alaska with Cook Tnlet
natural gds in trade for the state’s royalty gas from the North: Slope,

33 The Anchor Times of May 28, 1977 reports a rise in the state unemployment rate from
14.1 to 15.5 percent during April, attributed by State Labor Department economists
to Alyeska lay-offs. Another state econcmist is quoted as expecting 12,000 additional
lay-ofts (7.5% of the total state workforce) with the completion of construction.
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eliminating the:need for a Trans-Alaska pipeline to provide gas for in-
dustial uses within the state. It is not clear, however, whether there are
enough natural gas reserves in the Cook Inlet area to provide signifi-
cant amounts of gas to the state over the next couple of decades.

Second, the potential for industrial development based on the use of
natural gds is uncertain. There is only.a limited amount of experlence
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. - : . L :

'3, In his initial decision, FPC Administrative Law Judge Nathum
Titt raised the issue of inter-regional distribution of benefits. Specific-
ally Judge Litt addressed the question of whether it was appropriate
for the Commission to consider the benefits of induced economic de-
velopment for the State of Alaska in its decision on certification. Litt
ohserved 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 Jower 48 States to pay a higher delivered price
for North Slope gas. Litt concluded on the basis of legal precedent that
snch 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 net. revenue benefit of each of the pronesals of the State of
Alaska and local communities 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 public services.and facilities. A popu-
Jation increase of over 80,000 in the entire state due to the ¥l Paso or
Alcan svstem implies very substantial public expenditures despite the
fact that much of the route for those pipelines would be identical to
that of Alyeska. Based on induced population and revenue proiections,
it ‘appears thgmt' the net revenues from the three systems over the con-
struction period might be comparable; much larger revenues associ-
ated yv1th a trans-Alaska route such as ¥1 Paso being offset to a sub- -
stantial degree by much larger public expenditures for expanded fa- '
cilities and services to support in-migrants. , o
. Of conrse the longer systems would also provide larger net revenues -
in later years of:operation, after infrastructure adjustments had been
made to accommodate the expanded population.3 I ;

. The preceding net revenue analysis is based on public revenues and
expenditures for state, regional and local governments combined. In .
regard to impacts on local government fiscal conditions alone, the se- '
lective-and ¢imely provision of financial assistance by the State .of
Alaska, regional corporations or pipeline firms will be critical in avoid-.
ing the imposition of. severe :hardships on rural communities along

any'pipellyinerpute.‘_ .

%FPC FEIS, pp. ICl44-148, Arctic Tnitial Brief, pp. 24-26. ‘Gladstone Assoclates-
'rlgé)c]»lrg.fo{ '\(}fﬁc(e)rof '((]Zoastafl) Zoge‘x?%‘ansatgexgent, NOAA, If.'S.I')D'epartm'ént %f SCo?l?mé-S:eoc‘l‘%txfg
chnical Memorandum : Per Capita Standardized Unit Costs, Curr { s
Local Area Multipliers,” pp. 1-7,1-18. - -~ nit Costs, Cuixrent Cost Muiltlph'ers and
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‘Communitiés impactéd by Alyeska sy be ablé: to.absorb the im-
pacts of a natural gas pipeline without severe difficulty. Along the El
Paso 'and Alcan routés citiés such as Fairbanks and ‘Delta Junction
would utilizé their already enlarged capacity of public facilities and
services. e , L ‘ :

_ Other less developed communities, e.g., Kaktovik along the Arctic
route; Dot Lake, Tanacross, Ttelin and Northway along the Alcan
route, and Cordoya alofig'the El Pdos route, will face major challenges
to'a¢ccommodate the effécts of nearby construction: activity. Those com-
munities which experience a pipeline-induced increase in population
may face the following two fiscal problems: (1) the need for increased
public expenditures arisés immediately, but any property tax revenues
do riot materialize until later years, and (2) a community that bears
the'burden of publi¢c éxpenditures may not havé taxing powers over
the-Jands througli ‘which the pipeline passes. The most dramatic ex-
ample of these probleris would be at Cordova if the El Paso system:
were constructed. Major, population impacts (a four-fold increase in’
two years, according to El Paso projections) and additional public’
expenditures associated with the LNG: térininal construction would
centér on Cordova; but property tax reverues would bé based at’
Gravina Point. Thie state may wish to arrange for a transfer of reventes,
to'resolye the jurisdictional problem and a Ioan arrangeihént to resolve
the timing (“front-énd finan¢ing”) problem.3s T

‘5. In a number of socioeconomic analyses it is stated that the traiis-
formation of small communities, particularly native villages, from
a’ subsistence economy to a predominantly wage-based economy will
likely occur even if ‘a pipeline is not constructed. Corstruction of a
pii' eline ‘'will inlcredse’ the rate at which this transformation takes
place: C T .

- Stich statements, made without further, qualification; fail to note.
the likelihood that-rapid development will éncourage severe social
problems such &ds cérime; family disintégration and. alcohélism. Ex-
petienice with industrial development in Alaski and Northwestern
Cadnada has shown that these tendencies dre preseéiit to an especially
alarming degied when' native populations; strongly dépendent o cul-
tural ties for personal identity and economicé curvival, aré éxposed to
the radically differént “modern” lifestylé. Native lifestyles, depéndent
on' land which is viiréstricted by ownership rights; are incompatible
with the foot-loose and money-oriented liféstylés of pipeline ¢onstruc-
tion workers.se - i [ SIS

The most sénsitive native settléments which coulld be’affected. by a
natural gas pipeline are probably those in the isolated northern’ Y ukon
and" Mackenzié Délta along the Arctic routé. Nativeé communities
alongthe Alagkan Higliway (which isfollowed by Alcan) Have already
been’ exposed to ‘development, forces, and pipeline impacts would. be .
léss traumatic. Nevértheless, thie certification of any pipeline‘would ac-

% For- facilitie§ supporting. énergy activities which' are coastal-dépendént there ct
rently a Federal assistance program (specifically the Coastal Emergy; Impact Program,
administered by the Office of Coastal Zone Management of the National Oceanic and
Atmospheric Administration. U.S. Deot. of Commerce) to provide loans and bond guirantees”

to aid communities, with the front.end financing problem,

Lol P T A L

138 “Northern Frontier, Northern Homeland : The Report.of, the Mackenzie Valley Pipeline
Inquiry” by Justicé Thomas Berger contains gn illiiminatinig and detailed, if not entirely
objeetive description of soeial, c¢iltural, économic, and; political problems conceérning native.
communities in Canada. '
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celerate the:weakening of thenative lifestyle and the spreading of so-
cial.problems...« . . - ' : B

6. Of all the socioeconomic considerations, the most significant fac-
tor in- a choice: among the-alternative pipeline proposals may be the
Canadian native claims issue: Ther issue.of native claims in the Mac-
kenzie. Valley-and: control.over>land uses: in the region is highly
charged,.and settlement, viewed: by many to>be a: prerequisite for any:
development, is-not censidered likely in the near future. . - :

. Justice: Berger; in- his “Report of ‘the Mackenzie Valley Pipeline
Inquiry,” expresses:the firm belief that: ; S .
' .. . the native pebple must beé allowed a cloice about their own future. If
the pipeline is approved before a seitlement of claims takes place, the future ‘of

the North—and the place of the native people of the North—will, in effect, have
been decided for them.” :

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.

ConcrusioNn

The major conclusions are:

The decision of the Government, of Canada, currently expected
to be announced before the deadline for the final U.S. decision,
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 Xl 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 with
E1 Paso. Such additional development could provide beneficial
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 in
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, whereas the Alcan system would
create significant but much smaller impacts on several native
villages along the Alaska Highway.

Since there may be instances (e.g., Cordova) in which local
government revenues of impacted rural communities may not
cover public expenditures, the selective and timely provision of

37 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 avmdmg 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 Kl Paso route clearly has the advantave, followed by
Alcan



R'EPORT V¥ TASK FORCE ON INTERNATIONAL RELATION S
¥PC CO\'CLUSIONS AND RECOMMI}NDATIO\S

The initial decision on the transportation of Alaskan natural gas,
prepared by Administrative Law -Judge Litt, and issued by the FPC
on February 1,1977, contains a chaptel on Canadian issues. The maim
points of the chaptel are: ‘

Just, reasonable and non-discriminatory plovmcnl treatment
of. transit - pipelinies | is prox 1ded for under the Canachan;
constitution, . :

The applicants aoqee that’ mtlﬁcatlon of the Unlted States-
Canada Transit- Plpehne Agreement will not end negotiations
with Canada.

It is assumed that early development of known hydrocaabons
reserves is-as important to Canada as to the United States:

It is unlikely that native claims will significantly modify: the:
Canadian Government’s energy decisions. .

Arctic Gas and -Alcan, ar crued that. a joint project thmntrh
Canada is not dependent upon a United States-Canada tveaaﬁy
.However, a treaty would regularize and qm]phfy the pnenednnes

- for obtammg joint applomls ‘

The treaty, which spells out reasonable. pracmces of ordlnary

- good busmess, does not add substantially to the expectation that:

- a relationship which has been hlstoucally workable will remaim

+ workable.

o Tts expected that amendments to the treaty W111 be requn‘edh

and made from time to time.

* If a-pipeline for Alaskan gas is built across Canada, it is reason-
able to assume that the Government of Canada will have ar
interest in promoting the pipeline’s economic viability.

On May 2, 1977, the Federal Power Commissioners recommended
that the President select an-overland transportation system through
Canada, if such a route is made available by the Government of Can-
ada on acceptable terms and conditions. In théir analysis, the com-
missjoners confined themselves for the most part to U.S. issues. Only
two issues related to Umted States- Canadlan 1nte11nt10na1 relatlons
were mentioned:.

* In reference to the “western leg” of the Arctic Gas Project, the
FPC said that if Canadian gas e\ports to the United States are
terminated upon expiration of present licenses, suflicient idle
pineline capacity will be available to move Alaskan gas to the
West Coast without construction’ of the w estern leg. :

" Arctic Gas and Alcan will have similar socio-economic 1mpacts
in Canada. Total populatlon and_employment changes will not

. be great. The major impact will be on the traditional life- style

of native communities along the pipeline right-of-way.

(147). ‘
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PostTions or THE PARTIES

The Federal Power Commission heard evidence concerning (1)
United States-Canadian relations, (2) the Canadian decision process,
(3) Canadian constitutional law. ‘ .

The-briefs submitted by the threé applicants on the ‘United States-
Canadian issues involved in transporting Alaskan gas across Canada
covered security, taxation, and political factors. El Paso emphasized
the uncertainties and compromises inherent in dealing with a-foreign
government. Arctic Gas and Alcan argued that the Government .of
‘Canads ‘would have-an interest in the success of a-commercial venture
for the transportation of Alaskan gas which involves Canadian com-
panies. Canada would therefore be unlikely to'take action contrary to
the interests of its -own citizens. In addition, the United .States and
Canada have a long tradition of successful cooperation which can
reasonably be expected to continue in the case of a transportation sys-
tem for Alaskan gas. S ’ ‘

.~ The Federal Power Commission also heard evidence concerning the
Gamadian decision process on the pipeline. The argumentation focused
ion-the settlément of native ¢laims along the proposed pipeline rights-
of-way. El Paso pointed out the problems involved in the settlement of
shative claims along the rights-of-way of.Arctic Gas and Alcan. El
Paso expressed the opinion that ‘the ‘Government of Canada’s failure
to settle the claims could delay a trans-Canadian pipeline decision for
years. - - - o . -
Y Alcan argied that the claims problem is less-serious along its pro-
posed right-of-way in the southern Yukonithan along the Arctic Gas
route in‘the Mackenzie Valley. o L )
The Commission -also heard several days of testimony on Canadlan
.eonstitutional law. El Paso’s witnesses described the powers exegmsed
by the Canadian provinces and implied that the provinces could ‘delay
or ~p1'event?c6nstruction of a‘transit »plp_e'hne, or could";mpose 1ntoler-
able tax burdens. o o R
" Aretic-Gas.and Alcan witnesses argued that Canadian:constitutional
Taw -confers: up_dn ithe Federal ‘Government of: Canada-unquestionable

authority to implement:a: decislon in favor:of-a :tyanS}trp;pel'lne. .
Rerevant F4cTorS ' i

Canadian Decision Process - T :
- The ‘Government of -Canada has beenstudying the proposals :for
the transportation of Alaskan natural gas across its tqrm’;ox:}% since
1974. Separate studies are being conducted by the National -neégy
Board (NEB), the Berger -Commission. -;t-he Alaska ng}lwwmia as
Pipeline Triquiry/Board, a(rllc}{the Alfgk;a '}iI1ghway Gas Pipe ine Envi-
dol} tal ‘Assessment and Review banel. . .
Tq%?:nlt\%;tﬁrsisalwlﬂnergv Board "is analyzing -the ;re]_atlopshlp . O-f(“‘ the
Canadian Arctic Gas.-the Alean, and ithe rM&pl.Qle@f;prq}e@ts Jto ! ,zgln-
ada’s energy meeds. The Borrd must determine ,th‘rfhgn;gmg 0 . he
pipeline projects are:and will be reauired by ,,the:.,pxjesent_@%; bﬁu Juie
public convenience- and mecessitv. The Board’s ,.ﬁnr}mgs;_m_ . eisu,] -
mitted to the-Government of Canada. for Ats, cons}lldegwﬁ ]%x,l_ .1{1 P‘S“OX
July. The Canadian Cabinet may accept or reject tq let' s decision
on a pipeline, but may not change it except by legislation.
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' The Berger Commission is looking into the: social, economic and
environmental impact of the Canadian Arctic (tas and Mapleleaf
Pipeline projects in-the Yukon and Northwest Territories. The Com.-
misslon released the first part of its report on May 9, 1977. Tt recorn-
mended that no.pipeline be built across the N orthern Yukon, and that
10 years elapse beforé a, pipeline.is built in''the Mackenzie River
Valley. Part IT of the report, recommending ‘terms and conditiohs to
be applied.in the event that a pipeline is built, i$ expected later durine
the summer of 1977. The réport is not binding on the Government 6%
.Canada and .does not address all the factors which the Canadian
-Government will consider, before reaching a final decision. = .
The Alaska Highway Gas Pipeline Inquiry Board will report ori‘the
socigl -and . economic aspects of the Alcan project in thé southérn
Yukon. The report is to be submitted to the Canadian Cabinet by
August1, 1977, - . . B
- 'The Alaska Highway Gas Pipeline Environmental Assessment and
:Review Panel, directed by Dr. H. M. Hill, is dnalyzing the environ-
mental impact of the Alcan project in the Yukon. Dr. Hill’s report ‘is
tobe,completed by August 1. v, ST
.. On April 28,1977, Canadian Prime Minister Trudeau appointed
Mr. Basil Robinson as Northern Pipeline Commiissioner. Mr. Robin-
son . will icoordinate the activities of the various agencies of ‘the
Canadian Goverriment in reaching a decision, and will be the Canadian
Government’s point of:contact with the U.S. Government as the two
decision-making processes unfold. L ERA
. All inputs related to the pipeline decision required by the Govern-
ment of Canada are expécted to.be at hand by early August 1977. The
Canadian parliament is expected to debate the pipeline issue in July,
before the Canadian Government makes its ‘decision, and again:in
Auoust.. . ‘ AL
. Commenting upon the timing of the Canadisn decision, Canadian
Prime Minister Trudeau, during his visit to Washington in February,
1977, indieated that Canada would make a determined effort to accom-
smodate to the anticipated U.S. decision timetable. * - ‘ ‘

’Séttlement'ofNatz'mg@laims-‘3 o T e
" Tt is the policy of the Federal Government: ofi Canada to.recognize
the existénce of’a native intérest in those-areas of-Canada in-which-the
native interést has not'been settled by treaty or superseded. by law. The
Government of Canada believes it 1s desirable to addressithe native
claims, issue expeditidusly and, if at all possible, before a pipeline is
built. TTowever, the Government of Canada has neveritaken the posi-
tior’ that it is'nécessary to reach a settlement before hand. It isiex-
pected that the Government of Canada will reach a decision on the
pipeline issne within the-anticipated US timetable; regardless of ‘the
status of the settlement of native claims. Moreover; if the United
States and Canada, agree to'cooperate on a gas pipeline, that agreemient
would have to be based oni ‘an understanding that construction can: be
carried out expeditiously. Construction would mnot, therefore, be:de-
Jayed by the séttlement of native claifns-which could;if necessary; go

forward concurrently. - -
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Jference. v

. The Agreement doés not bar Teal - property taxes by elthel provmces
or statés. However, urider-the provisions of the British North Ameri-
can Act and the terms of the Agreement, the provinces would.be pre-
vented from’ taxmg the throuahput of- plpehnes orilevying disecrimina-
tory’ charges on transit pipelines. The Federal Government of Canada
Jhas’ accepted the obligation' to ensure that the.exercise of the taxing
‘power of ‘the’ provinces shall be applied- 111 a non- dlscrlmmetory
manner

“In the United’ States: where a ratified treaty becomes the supreme
Jlaw of the land, the U S. Federal Government has the authority:to
prevent stafes from discriminating against transﬂ; plpehnes and ‘s
‘committed to do'so by the Agreement. :

Whether discrimination agalnst a transit p1pe11ne ex1sts is deter-
-mined:by comparison with,similar pipelnes. The Agreement provdes
that “similar” pipelines include both inter- provmcml and inter-state
plpelmes and intra-provincialiand intra-state pipelines.Fhis deﬁnltlon
15 sufficiently broad te.assure that an adequate basis for, comparison
can be found within the ]u11sd1ct1ons which would be 1nvolved if a
‘trans-Canadian routefor Alaskan gasis approved. ‘

The hydrocarbons moving through a transit p1pe1111e are accorded
‘the equivalent.of “‘in‘bond” “treatment under: the- terms-of the Agree-
-ment-and may notdoe taxed: by provmclal state, or & ederal. authorltles
in either country.

The non- dlscrlmlnatlon p1 otectlons contamed in-the Agrement pre-
vent ‘the imposition. of -taxes on transit pipelines which are not also
applicable to similar, non-transit pipelines. Therefore the Agreement
-agsures-that transit pipelines will not.be. taxed.in a. dlscrlmma,tory
manner to generate funds for:the settlernent of native claims. .

The Tnited States-Canada;: Transit- Pipeline. Agreement does not
-settle all issues. related to a trans-Canadian p1pe11ne for Adaskan nat-
airal gas. Rather,the:Agreement provides fundamental 1guarantees and
a framework for the terms and conditions which would be- applicable.
Tf Canada decides to.offer an overland route, further discussions with
the Government of Canada will be needed to answer specific.questions
related -to: financing -arrangements, pipeline : stariffs, expansion of the
.pipeline’s. capamty, requirements for purchasing goods .and .services
in Canada, the possibility of construction- de]ays, and arrangements
for inspection.of the prpehne .

Finanging ' :

The question of ﬁn‘lncmg a trans Canadmn pipeline for Alaskan
gas.has not been formally discussed iwith the Government of Canada.
If an overland route. is; offered by Canada, and if it is necessary for
either Government to participate in ﬁnftncmg, financial arrangements
could be dealt with In a protocol to the Umted States- Canqda Trans1t
Plpehne Agreement.

Impact,on.United S tates-Canadion Relations ,

“The United States and Canada have a long: tradition of: cooperation
.on ‘mutually beneficial -projects, such as the Saint Lawrence %efrway,
ithe Alaskan Highway, the; environmental clean-up of the'Great Lakes,
and the transpotration of Canadian 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
:1s 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.

Canadion Tronsit Pipelines in the United States

Most of Canada’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 Liake 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 1976, 300,000 barrels per day of crude oil were

delivered to Montreal through the Portland pipeline.

CoNcLusIoN

Tt 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 lIaw provides clear authority to the Federal
Government of Canada to make and implement a decision concerning
. transit pipeline for Alaskan gas. In addition, the Government of
Canada has accepted the obligation to ensure that the exercise of the
taxing power of the provinces shall be applied in a non-discriminatory
manner.

The Task Force agrees 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 the outcome
of the gas pipeline decision, United States-Canadian relations will
.continue to be friendly and cooperative.




REPORT ON NATIONAL SECURITY IMPLICATIONS

INTrRODUCTION

The Federal Power Commission “Recommendation To The Presi-

dent, Alasgka Natural 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 (DOI) and the Federal Power Commission (FPC). Both
agencies included the study in their evaluations of the proposed trans-
portatlon systems. The following report summarizes the considera-
tion given to national security duri ing the review and evaluation of the
three proposed Alaska Natural Gas Trmspmtatlon Systems.

CONTENTS
A. Principal Elements
1. Department of Defense position on the national securlty implica-
tions of an overland Alaska/Canadian route and an Alaska pipeline/
cr Vocrenlc tanker system.

2. Summary of DOD testimony given before Federal Power Com-
m1°51on Administrative Law J udoe Nahum Litt presented by Rear
Admiral C. Monroe Hart, Director for Enelg;, DOD

3. Defensibility

(a) Peacetime—Internal security 1e<pons1b111tles of each

nation.
(b) Wartime—
(1) If both Canada and the United States are 1nvolved
(2) If the United States is unilater ally 1nvolved
- 4. Vulnerability

The considered effect on national security if no gas transportatlon"

system is approved.

B. Summary of the position of interested pfmf?es befom the FPC

C. Federal Power Commission omwluszons on the zmplwatwns to na-
tional security .

D. Conclusions.
Discussion or Prinorean ELEMENTS
1. THE DOD POSITION ON NATIONAL SECURITY IMPLICATIONS

In accordancé with: Public Law 93-153 the Secretary of the Interior
submitted a report to Congress* regarding the feasibility of two sys-
tems for transporting Alaskan North Slope natural gas to the con-
tiguous 48 States ‘The DOI repmt coveled the results of a study

1 Alaskan Natural Gas Transportation Sv<tem§ a Revort to ‘Congress Pursuant to-Publie
Law 93-153, U.S. Department of Tnterior, December 1975.
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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 natural gas (LNG) tanker to-
California.

The DOD submitted a study to the DOT for inclusion in the report.
which addressed the national security implications of these two hypo-
thetical systems. The study was prepared by the Joint Staff of the:
Ofiice. of the Joint Chiefs of Staff. This study was the basis for the:
National: Security Section (pages 170-172) of the DOI report. The
eonclusions of the DOD study, and as reflected in the DOI report,
were that “analyqs of military factors alone would not. indicate an
overriding preference for one route over the other.” The DOI report;
further concluded that, . . . where a foreign country is involved, it
would appear that the nonwar security risks may be greater.” These
conclusions were reached prior to submission of the Alcan Trans-
Canada route proposed by the Northwest Pipeline Company. It is the
opinion of the DOD that the evaluation of the national security
factors related to the hypothetical Trans-Canada route is-equally ap-
phcable to a route similar to.that proposed f01 the Alcan route.

2 SWMARY 0]" DOD TESTIMONY BEFORE THE FEDERAL POWER COBIBIISSION

The DOD! Director for Energy, Rear Admiral C. Monroe Hart in
testimony ‘beforethe FPC Administrative Law J udge Nahum Litt,
validated for thé.record that the national security section of the. DOT.
report to Congress was provided by the DOD. Admiral Hart was ex-
amined: by -J udoe Litt; directly examined by Mr. Heisler, an FPC
lawyer; and cross- examined by Mr. R. Clyde Hargrove, representing
Alaskan Arctic Gas Pipeline Co., and by Mr. William' ‘Wise, represent-
ing Bl Paso Alaskar Co. The éxaminations by these persons were con-
cerned with- tlie relative ease of protection of the twoi 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 disruption to-system operation were-
d1scuqsed these were:

(aY Tvplcal points at 'which concentration’ of' pipéline or facﬂltles
would offer the greatest attraction and opportunity for greatest crlp-
pling damage such as: '

(1) The Yukon River crossing: in Alaska. where both gas and
oil lines will cross the river on a smcrle bridge.
(2). The gas liquefaction plant on- Prmce ‘William: Bay.r
(3) The parallel crude oil and gas pmehnes through Alaska.
'(4): The Prudhoe’ Bay« producmO‘ ﬁelds and the gas” and: oil
- ‘processingplants. :
i b)) The- Jlength of the eas pipéline in Nmthwest Canada which
- .would be more difficult: to: patrol: It: was moted  that threats of:
sabotage aoamst the Al‘zskan Arctlc Gas plpehne have already-
“ been nnde . R S S
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(b) The relative difficulty of providing [')rote,ctio'ﬁ for_key points-
such ‘as the above examples was examinied and the following criteria |

were considered. . o
(1) Points of concentration such as the Yukon River crossing

and the processing facilities at Prudhoe Bay and Prince William-

Sound offer attractive targets.for terrorists, saboteurs, para mili-
tary groups and wartime attack, but they also offer the greatest
opportunity for concentrated protection. o .

© 7(2) Remote 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 due to long distances for transportation of repair equipment
plus weather and physical limitations of access. However,. for
similar reasons the successful completion of an act of destruction
is ‘also much more difficult to accomplish in .such remote and
environmentally hostile areas.

(8) With regard to the protective forces which would be avail-
able in peacetime and wartime, it is considered that in both the
United States and Canada peacetime security will be provided by

- company surveillance and inspection and by the normal law

énforcement organizations, and in wartime these organizations

“would continue their service with military assistalice as needed.

The testimony and examination did not alter the conclusions of the

DOD study on National Security that an analysis of military factors

alone would not indicate an overriding preference for one route over
the other. oo :

3. DEFENSIBILITY

(a) Peacetime—TIt will be thé-'respo‘nsibility of each nation to'pre-

vide internal national security for those portions of the Alaska natural
gas transportation system and facilities within its borders. It is ex-:

pected that the security provided for the Alaska natural gas system
will be no-different than that currently provided for oil and gas
pipelines now operating in both nations where the companies which
own and operate those systems provide for their day-to-day security

and are dependent upon Iocal police and law enforcement officials for

additional protection when necessary.
(0) Wartime— o -
(1) If both nations are involved.

- The. established Canadian-United States defénse arrangements for
the North Anerican 'continent are -predicated upon mutual defense
through binational coordination. No spécific. civilian installation or
locality is singled out for added protéction, only the umbrella;of con-
tinental military defense will normally Dbe.provided. If necessary,
military assistance would bé furnished in support of the normal com-
pany and local police and law enforcenient organizations. For example,
no unusual military precantions were taken for the United States

owned and oéperated Haines-Fairbanks Alaskan' petroletun - pipeline

during the Korean War, 295 miles of which. traveise Canadian soil.
(2) If the United States is unilaterally involved.
Canada and the United States are bound together by tradition and
treaty and have a long record of close cooperation in national seeurity
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matters. Materials are readily available to each country undpr normal
conditions. It is considered that this long-standing cooperation would
continue to exist and all materials normally available would continue
to be available from Canada as a matter of mutual need, friendly
cooperation and treaty obligation. ’

4. VOLNERABILITY

National security rests heavily upon readily available energy from
secure sources 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
natural 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 considered
an important national security objective. :

Summary of the Position of Interested Parties Before the Federal
- Power Commission -

- Representatives of the Alaskan Arctic Gas Pipeline Company, the
El Paso Alaska Company and the Alean Pipeline Company appeared
before the Federal Power Commission. The positions of the first two
companies regarding national security were as described in 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. :

Federal Power Oommission Conclusion on the Implications to National

Security . -
" The study on national security prepared by the Joint Staff of the
Joint Chiefs of Staff, as it appeared in the December 1975 Department

of Intérior Report to Congress, was incorporated into the evaluation :

of the Federal Powéer Commission without objéction.
CONCLUSIONS

*The growing dependence of the nation upon imported oil ‘presents

a_grave danger to the national security. The addition.of the Alaskan:
North Slope natural gas to the energy matrix-of 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 delivery of Alaskan North Slope.natural-gas to:
the contiguous 48 States must be considered an important national -

security objective. Of the three transportation systems proposed, there

is'no overriding preference for.one route over another when analysis

is based on military factors alone.’
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REPORT ON FINANCING AN ALASKA NATURAL GAS TRANSPORTATION
SYSTEM

(July L 1977)
ExXECUTIVE SUMMARY AND CO\’CLUSIO\TS‘

The Alaska Natural Gas Transportation Act of 19(6 (“the Act”)
permits Executive Branch Departments and Agencies to comment
upon the Federal Power Commission’s May 1, 19((, Recommenda-
tion to the President. One specific subject appropuate for comment
under the Act is “sources of financing for. capital costs.”

The Act also requires the President to submit to Congress ““t fi-
nancial a1n]ys1s for the transportation system desmnmted 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 opelated ?

The followmg 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-
tribution of other interested Federal agencies. Pursuant to the Act,
the views of all interested Federal officers and agencies were sollcl‘(ed
and have been incorporated into this Report.

The basic issue addressed in this report is how each of the three
7)7‘07)osed projects could be financed. The sources of ‘funds available
ave therefore identified.

-The principal conclusion of this report is that there is good reason
to anticipate that an economically viable system to transport natural
gas from Alaska to the lower 48 states can be privately financed—
that is, without Federal financing assistance. A private financing,
however, will be difficult, 1f not nnposmb]e, to arrange without prior

‘ 7’esoqutzon of a number of issues, In fact, the actual likelihood that a
- private financing may be accomplished can be detelmmed only after
_these issues have .been resolved.

Certain of the unresolved issues directly affect the economic viabil-
ity of a tr. ansportatlon 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
rigks, perceived 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 mechamsm by which the Wellhead puce for gas 1s
determined ;

9..The method by which O"lS will be prlced to ‘the ultimate
consumer;

3. The authorization. of a sufficient flow of gas by the. State of

-
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4. Negotiation of 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. Formation . of .a final consortium. of equlty investors. in.. the
pr0]ect

7. Determination of the exterit to which benefiting parties (includ-
ing the producers of the gas, the State,of Alaska, and gas consumers)
will provide financing support to the project.

As stated aboyve, there 18 good reason to anticipate that, once these
issues are resolved an economically ‘viable Alaska natural gas
ftmnsportatlon system could be ﬁnanced w1thout F ederal finanicing
assistance.: - i

The Fedeml Govermnent has tke abzlzty to resobve & 'number of the

 skiles 1 AN
. The report dlscusses how the resolutlon of theése issues Would affect
the overall ﬁnanceablhty of an Alaskan gas transportation system
and thereby afféct the need for Federal ﬁnancmo- assrlstance The'-’dls-
‘cuss1on( an each issue i summarized below o

1. The ‘prive 'gas ‘producers will receive for . tke gas (the “ﬁeld
price”) —The Federal Power Comimission is currently respon51b]e for
estabh hing a field 3 price. In'its Reéommendatzon to the President, the
s10 ,;noted that' prompt estabhshment of the field” price ‘of
Alaskan gas was nnpcrtant but* to date the Commlssmn has not, made
any pubhcly announced moves' to, ‘éstablish the price, The Admlnls-
tration’s ‘selection’ of an acceptable methodclogy for deterlmnmg the

- o : ' . T

field price Would f‘Lcrlltate a’ financing. -
. 2. The price. gas'consumers would pay for Alaskcm gas. —Two m
ods of pricing the gas td the ultimate consumer Were suggested_ )
Federal Power Comnnssmn '
(a) “rolled m” Dricing, which aver zwes the cost of Alaskan gas Wlth
'tha,t of gas f1 oM other sources, and

Gas., ;

A thlrd approach to prrcmcf[of gag in, Ueneral is 1dent1ﬁed ,
Administration’s National’ Energy Plan,’ Whlch ¢ombines aspects of
both roller-in and incremental pricing..Adoption by the Administra-
‘tion of. “rolled-in”’ .pricing for Alaskan gas’ Would g0, farthest, to
ifa,crhtate ﬁnancmg ‘the transportatron systern The approach recom-
‘mended. in the National Energy Plan’ could g9 equally far 4f the
'Admmlstmtmn properly structures the pricing mechanlsm contained
“in that approach Fully “mner emental” prlc', __d Would make the ﬁnanc-
ing' more difficult.’ s
3. Approval of sqeles contracts. —The Federal Power Comlmssmn’s
authority to approve sales contracts allows it to condltlon approval
_upon - formation , of: a large :creditworthy, sponsoring’ ‘consortium.
Spec1ﬁc direction for such action from the Pre31dent Would facllltate
.4 private financing.

4. Rate of ‘retirh. ——Govemment approval of an adequate rate of
return on investment in the project would facilitate a financing.

5. Consumer participation in the financing.—Finally, approval by
the Administration of a method to allow consumer participation in
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the‘ﬁnancmg would facilitate a financing. Consumers could: partici-
‘pate by securing the project’s debt- thlouoh a tar 1ﬂ that Would be pald
under any’ cucumstmmes o FR

The Fedeml Power OOmmzsszon Reoommendatwn to the Preszdent

Inits. May.1 recommend‘ttlon, the Federal Power Commission found
“that the private benefits of a system aré substantial and did not recom-
mend Federal financing assistance for an Alaskan gas tr anspmmtlon
system. It further outlined financing methods under which the Com-
mission found the p1 OJect’s nsks beal able W1thout I‘ede1 al: ﬁnancmo
assistance.

“The' Commlssmn br oadly 1llustrated tvvo ﬁnancmcr plans—the ﬁlst
pressing oil companies. (who will produce the- O'as) to help sponsor
the project) and: the second requnlncr cconsumers £o partmlpate in-the
ﬁnancmg - X

The most zmportomt aspeot of the 00nwmsszons Recommefndatwn
was its apparent:iillingness ito place. substantial financial risks jon
gas -consumers if it is ultlm‘mtely found necessary—that is, ifisuch
groups as gas pipeline companies, the .gas producers, and.the. State
of Aldska tovether are unable to.fully secure the. proj ect.clebt.

- The-discussion of financing in the Commission’s Reaowwwndatzon
“was general and theoretical; It laclced a- detailed financial. arialysis iof
c1p1tal ‘marKet capacity and an analysrs of the ﬁnancml capamty of
~the potential preject.sponsors. .° IRENIEE

While the Commission. did not resolve any majj or issuesin 1ts Recom-
-mendation, it iy no way restricted the President’s decision:in regard to
‘the financing. The net result is that. all.options for financing of an
- Alaskan gas tra,nspmmtlon system aze:0pen.. [ i g0 0 g

chmcmg Without Fedeml Financing Assistamge o
. As noted, the report.cancludes that there is good reason to'anticipate

“a pllvate ﬁnancmcr ‘of dn econqmlcally Vm,ble transportation’ system.
. Thé analysis shows that the capital markets do have the capamtq/ to
supply the basic funds, required by, any OF 1the' three proyects JThe
ana1y51s 4150 . Shows that #he capac@ty elrists m' .
finance ‘any of the proposed projects. ‘ '
The report contains a financial analysis of {lie c%pamty of the pnvate
parties who would benefit directly from an Alaskan gas transportation
system.toinvest directly.in.or.etherwise asgist'the ﬁn‘mcmgfof a system
The potentml direct beneficiaries are 1dent1ﬁed below v .7 .
1..Gas transmission and-distribution companies ——The anftlysm con-
cludes thatia. consortium.composed of those companies.that have shown
-an interest in a project have.ample. capacity to.provide the. equlty POT-
" tion of any.of the ,proposed projects .(and. have, sufficient. .capacity: to
provide the equity even in the event of 80% cost overruns). This-con-
clusion even assumes there would be no payments made by potentlal
_consumers during the construction period.
9. The gas produce?s—The prodicers (essentially threé iiajor oil
* companies—Exxon; Atlantic ‘Richfield, and Standard Oil of ‘Ohio)
stand to benefit handsomely from the ale of thelr gas,’ and such sale
requlres a transpmt‘ttlon system p il
“Thése companies-cleatly: have the ﬁnanclal capamty to support the

ﬁnancmv ofa gas tmnspoxt‘ttmn system s [_ """
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8.. Thie-State:of Alaska.—Alaska will benefit from royalties.on the
‘salé of the gas, the construction- activity.itself, and the availability -of
the gas for industrial development in the State. Revenues accruing
to the State from.the ploductlon and sale of 0l are being channeled
into -a _fund dedicated to Alaska’s future development. Such a fund

‘gives the State substantial capacity with which to support a financing.

t

4. Potential gas consumers.—Consumers could provide a substantlal
source of ﬁnanclal support for a transportation system

- Finoncing Alternatives :

The report discusses four distinet financing altelnatlves

1. Sponsor Guaranteed Financing (111ust1 ated in the Federal Power
- Commission Recommendation to the President) — The analysis con-
cludes that a traditional financing guaranteed by gas pipeline. com-
panies and the State of Alaska, while preemlnently desirable, would
‘be difficult. to ‘arrange. The gas transmission and distribution’ com-
“panies do not have sufficient ﬁnancmtr capacity tounderwrite an‘entire
iproject. Were the gas producers to participate substomtzally in the
* finaineing, this alternative would be viable.

2. Consumer Guaranteed Financing (also 111'ustrated in the Fedel al
" Power Commission Recommendation to the President) —The analysis
‘shows that gas consumers have the capacity to guarantee the debt and
-equity ﬁnancm , thereby reducing the ﬁnancmo‘ costs. However, this
alternative plesents important questlons of- pubhc pohcy and energy
-financing policy which remain to be resolved.

3. Mized Sponsor and Consumer Alternative—The rep01t con-
‘ eludes that participation by all the potentlal 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 financing a transportation system. One feasi-
ble method would be for each potentnl beneficiary to guarantee the
“debt of ‘an identifiable segment of whichever system is deswnated

4, Federal Fmancmq Assistance Alternative—A number of
methods bv which the U.S. Government could assist the financing are
“discussed in the report. None is reconnnended because Federal ﬁnanc-
. Ing:assistance was found unnecessary.

. Camadian Issue

Tlie two trans-Canada projects propose to raise substantial funds
in Canada. The Canadian Department of Finance thus far has opposed
Governmental guarantees for a project. If ultimately a trans-Canada
“Youte i selected and governmental debt guarantees are found neces-
sary, the nature and neootmtlon of those guarantees will present com-
plex -issues - requiring “close coope1at1on with the Government of
- Canada.

Ferleml Financing " Assistance

. In" general, capital is allocated. and utlllzed most efﬁmentlv when
1ts movement is subiect to the disciplines and the profit incentives of
- the market system, Thus, if energy or other government policy impera-
tives dictate that Federal financial qss1stance be provided, the degree
- of such assistance should be the hinimum necessary to.ackieve, such
policu objectives. Also, the financial. assistance: should ‘be prowded
in a manner that will facilitate, rather than impede, the operations of
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the market system. Finally, ¢he interests of the tawpayers granting such
assistance must be vigiantly protected and taxpayers should be ade-
quately compensated for their financial support. ) ]

If 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 #n liew of risk bearing
by other parties. Direct beneficiaries of the project should remaim
obligated to bear the project risks to the largest ewtent feasible, and
any taxpayer risk should be residual and subordinate.







NATIONAL ENERGY BOARD OTTAWA CANADA

FACT SIIEET REGARDING NATIONAL ENERGY Boarp DEOISION ON THE
. NORTHDRN GAs PIPELINE APPLICATIONS o

The Natlonal Enervy Board on4 J uly 1977 ieleased 1ts de0151on on{

the. Northern Gas Pipeline Apphcatlons ‘The, following information

coticerning the functions and responsibilities of the Boa,rd the Appli-.
cations and the Board’s Findings,. De01s1ons a,nd Recommendatlons is

prov1ded for ease of reference.

THEBOARDA RT ', A

The Natlonal Ener@y Board——NEB or Boud—ls an. acrency estab-'

lished by Tegislation by the Government ‘of Camd ‘enacted m 1959.
The agency cons1sts of nine full- tlme members and a
employees, ariong Whom #re engineers, environmen

Board.
“The Board’s 1espon31b1hty is to control and’ regulate eertain aspécts

of'the energy 1ndustry in Canada to ensure that the public interest, is.
protected at all times, It does this by the issuance of certifiéates of’
publi¢:convenience’ ‘and necessity which authorize the ¢onistruction and‘
operation of mterprovmcml and intérnational plpehnes and: 1nterna-’

tional‘power lines and by the 1ssudice of licenses for' the export of 011
the” import and export of natural gds and the e‘{port of electricity.

No pipeline can be built or oper ated i in Canada acdross provineial. or
international boundaries unless a certificate hias been issusd by the
NEB. The certificite becomes effectWe only Wlth the approval of the
Goveriior i Council. ‘

- Before'the Boatd' teaches 4 ‘décision on ally ihajor. plpehne project, :
it holds a public hearing to ‘exaniine the proposal and'to afferd-an.

opportunity for those found to be interested personsiinder the NEB

Act to'tdake part in; ddduce ev1dence and argue their case or 0therw1se

make submlssmns : .
THE APPLIGANTS

- During 1974 and 1975; the Board received competmg appllcatlons

and submissions related to the plannied constriiction of a northern gas
pipeline. The first application to move northern: gas to sotithern fnar-

kets was submitted in March 1974 by Canadian “Aretic ‘Gas Plpehnei
Limited vnder Part: III of the NER -Act to construct atid operate a
new 48-inch diainéter main. pipeline system ‘and:interconiections with:
existing- dnd ‘proposed néw facilities, for the purpose of transporting
Prudhce Bay and Beaufort Basin gas southward. The miogt * northerly:

section-of mainline would run 178 miles'froin the:Alaska-Yukon border
to Tununuk Jurnction, N.-W.TF.; a'supply line would riin 19 miles from

the Taglu.Field on Richards Tstand to Tununuk:J unction to joii the
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staff of some 325
ists; economlsts,"
‘Lccountants, lawyers and other specmhsts, who act as adv1sers to thef
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main line. The main line would continue south to Parsons Lake junc-
tion where it would be joined by a 80-inch diameter supply lateral
from Parsons Lake on the east. The main line would then proceed
south along the Mackenzie River Valley into Alberta where, near
Caroline, it would split into;two,_delivery lines—one a 48-inch diam-
eter line to Etipress, Alberta and thence a 42-inch diameter line to
Moiichy, Saskatéhewan y and’ tlie othier a'36-inch'diameter litie'to Cole-
man, Alberta, where the delivery lines would interconnect with the
facilities of other pipeline companies. In June 1975, Alberta Natural
Gas Company Ltd. applied to the Board for a celtlﬁcate to ‘construct.

additional facilities required to transpmt gas to be obtalned thl ouOh'

the proposed CAGPL systern..

"In a competmg application, Toothills’ Plpe Llnes Litd! apphed in’
- March of 1975 for-a certificate of public ¢énveniencé and recessity’ to:
construct-and  operate -a-pipeline‘and connected works'to move-natural

gas from the Beaufort Basin of the western Arctic to southern Canada
and Northwest Territories communities. The proposed pipeline would
connect, with facilities of Trunk Line (Canada) and Westcoast just:
north of the 60th’ parallel. Foothills proposed to construct, some, 817
mlles of 42-inch diameter line from Richards Island along the Mack-

enzie River Valley. It also proposed. to construet 15 Tailes of 30-inch’

diameter line as a lateral connection from a point east of Parsons Lake,
N.W.T. to a point.of connection with the main: transmission line some

51 ml]es south of the Richards Island pomt of commencement of the

main line.-
- In May 197 5, the Alberta Gas Trunk Tine (Canada) Lmuted apphed
to construct and operate approxlmately 81 miles of the Foothills 42-

inch: diameter line’ from a point 6.5 miles north. of the; 60th, p‘u‘allel' o

to existing or new’ Albelt‘b Gas’ Trunk Line famhtles at a pomt liear.
Zana Lake, Alberta.” " .

The Alberta Gas Tiuink Llne Company anted owns and operates
a natural gas: ga,therlng and transmission system within® Alberta;«It:

did not file an applcation but in a submission in May 1975 undertook:

to construct and. operate certain facilities. of Trunk Line, (Canada)
subject to federal ]urlsdlctlon Originally in the, hearings. Westcoast
Transmission Company Limited submitted an apphcatlon with respect
to an extension of its main line as a companion. apphcatlon In-the
Foothills pro]ect On July 1, 1976 Westcoast proposed to extend its
facilities to interconnect Wlbh those of CAGPL if that project were
ap proved.

In August and September 1976 a thlrd set of applications for pipe-
lme construction by a group of associated companies generally called:
the Foothills. (Yukon). Project Group was filed with the Board: These,
applicants, Foothills - (Yukon),  Westcoast and Alberta. Gas' Trunk
Line (Canada,) .proposed ‘to move Alaska gas through -Canada. to’
markets in the lower 48 states of the United §
cluded construction of:a Foothills (Yukon) 42-inch diameter line from
an interconnection with Alcan Pipeline Company atithe Alaska-Yukon'
border, through the.Yukon to.the B.C. border-where. it would: connect

with a 42- 1nch diameter. extension of ‘Westcoast; a 86-inch:diameter-

Trunk.Line (Canada) line would interconnect ex1st1no ficilities of:
Trunk Line in Alberta with another extension of VVestcuast and a
Foothills (Yukon) 36-inch diameter line would be constructed from

tates. This proposal in--
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Trunk Lme s facilities at Empress, Alberta to the 1nternat1onal border
near Monchy, Saskatchewan.

Jn late February 1977 the Foothills ( Yukon) Group ﬁled W1th the
Board an alternative proposal to 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,
and generally along existing routes in northern British: Columbia
and Alberta, plus a new Westcoast line parallel to the ex1st1ng Alberta
Natural Gas route in southeaster British Columbia. :

.On 16 March 1977 the Foothills (Yukon) Group withdrew the 42-
inch diameter system apphcatmns thus the only Foothills (Yukon)
Tystem considered by the Board in its report is the 48-inch d1ameter

ne ,
FINDINGS

- Based on all the ev1dence adduced at hearmgs and. submltted 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 Reasons for Decision dated
dated June 1977, are outlined below.

The Board finds that a pipeline to transport Mackenzie Delta, gas

to Canadian markets will be needed during the first half of the 1980’s.
In ‘support of this finding the Board came. .to the followmg
con¢lusions:”
(1) There will be a need for add1t1onal gas for Canadlan rparkets
over and above that forecast to be available from conventional areas
to meet the “Most Likely” forecast of Canadian demand plus existing
export commitments as early as.1981.or as late.as. 1985 dependmg
on certain pohcy options open to governments. Nl

- (2) If existing authorized; exports of gas-were- elnmna,ted or were
phased out, the “Most Likely” Canadian requirements could be. met
until about 1990, but, the Board: does not, recommend such action. :

(3) The Board endorses a vigorous conservation policy-and in 1ts
“Most Likely”-forecast of Canadian gas demand has endeavoured to
realistically assess the degree.to which Canadians will be responsive
to the:conserver ethic; however the Board rejects the proposition urged
on it by several pubhc ‘interest; ' groups' that.a pipeline from the Mac-
kenzie Delta should be denied so as to relnforce the hmltatlon in the
rate of growth of the demand for ener

“(4)- The current established reserves of the Mackenz1e Delta total
5 3 Tef, with'5.1 of this belng @conomic to connect to planned gas proc-
essing- plants Having in mind a pipeline to the south, these feserves
would support deliverability of 700 to 800 MMcf per day

(5) Of the several new large sources of energy-available to Canada
in the hear future, Delta gasis about the lowest cost in current dollar
terms.

-Although add1t1onal work Would be requlred in the final design
process for each of the p1pe11nes be1ng applied for, the Board believes
that from' an'‘éngineering point of view 7 any, of these could be bullt
to the satisfaction of the Board.

“The Board has specific socio-economics concerns related to a plpe- »

l1ne routé up the Mackenzie Valley.
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The Board has specific environmental concerns relatéd 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 Mcf while increasing the cost of trans-
mission of United States gas by six cents per Mcf 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—

(¢) 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. : o ' )

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 bridge 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 segments
south of the 60th parallel owned by federally incorporated subsidiaries
of Foothills (Yukon) with, say, 51 per cent ownership and the re-
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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:

(1) 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 trarsporting 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 Bef per day from the Delta and 2
Bef 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 85 per cent occurring in the CAGPL
project. In the case 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 to 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 of them would
canse 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)
project.

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 and the federal government. The Board was con-

cerned, however, with the interrelation of the resoluti ¢

claims settlement with the perceptions of N ortherni;lstlgli'} ;fleihgrng
pipeline should be built, and if, 50, where and when.

. The Board’s assessment of the socio-economic impact of a pipeline
In the north is one of broad judgment. The north at this time may
be said to be a land in transition and for the individual native
northerner, the situation seems to be one of turmoil caused by fear
of further white encroachment, and a. striving to retain the essentials
of a life close to the land from a non-viable base in a, community. The
added problems relating to the possible construction of a pipeline only
compound an already confused situation. In the Yukon, the opening up
of the Alaska Highway in 1942 and the fact that the Yukon econ?)my
and institutions 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 of 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 purpose.

Based on the evidence put before it, the Board has concluded that
the CAGPL Prime Route, both the Northern Yulon coastal 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 Board has 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 studies. Likewise, environ-
mental studies related to a diversion of the 48-inch diameter pipeline
through Dawson would require the immediate study of related envi-
ronmental impacts and subsequent filing of such studies with the
Board. '

DECISIONS AND RECOMMENDATIONS

The Board’s decisions and recommendations to the Governor in
Council follow: ]

(1) The Foothills pipeline cannot be financed: it would not offer
the lowest cost means of transporting Mackenzie Delta gas to market

A
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and a pipeline should not be built along thé 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-
%;Oﬁomic concerns before a pipeline could be built in the Mackenzie

alley.

(4) The Prime Route proposed by CAGPL from the Alaska-Yukon
border to Tununuk Junction, including the Cross-Delta segment, is
environmentally unacceptable to the Board, as is the alternative
Interior Route.

(5) For the reasons stated in (8) 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 States.
However, the Board believes certain changes to the project as applied
for are desirable in the Canadian public interest. ] )

(7) The Board is prepared to issue certificates of public convenience
and necessity for the various pipeline segments of the Foothills
(Yukon) project subject to conditions. The Board is recommending
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:

(@) to conduct feasibility studies with respect to the con-
struction of a gas pipeline of no lecs 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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(¢) to provide payment upon the request of the Govern-
ment of Canada of a sum of money which would be used by
the government to pay for soclo-economic indirect costs of the
pipeline project north of 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.

i



REPORT TO THE PRESIDENT ON ENVIRONMENTAL
IMPACTS OF PROPOSED ALASKA GAS TRANSPORTA-
TION CORRIDORS BY THE COUNCIL OF ENYIRONMEN-
TAL QUALITY

SUMMARY

BACKGROUND

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 California,

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 Highway 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 Alaska Natural 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 ¢his limited
purpose that is considered here—not their sufficiency for determining
precise alignments, facility locations, and other site-specific data.

A fter 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 the National Environ-
mental Policy Act for purposes of selecting the corridor and basic tech-
nology for a gas transportation system. Indeed, the NEPA 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. NEPA 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 NEPA analyses.

Environmental Impacts of Alternative Corridors

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 Range 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, helipads, 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. We 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 1its interference with their land claims settlement.
Canadian Justice Thomas Berger, who investigated the social and
environmental impacts of 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 existing 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 1t 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 with significant uncertainties about 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 successfully chal-
lenged, the necessary proof must await further site investigation and
actual plant design.

From Point Gravina LNG tankers would leave for a California
gasification 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. o

_LNG tanker accidents can have major consequences. Tanker colli-
sions or rammings and groundings could léad to vapor clouds, LNG
pool fires, and accidents at the LNG facility—with possibly fatal
effects. The analyses of LNG public safety risks on the record are
inconclusive. Although it is not now possible to establish the level of

substantially the consequences of events by remote location of facilities
away from people.

The Alaska LNG system is therefore unique, and it is difficult to
analyze because of the inherent uncertainties posed. Mitigation of its
environmental impacts and safety risks will be possible, but only at
considerable, heretofore unestimated, expense.

We must note that the environmental 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 they 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 least 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 scheduling, and route selection proc-
ess. We also assume that the federal government will establish 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 protect the environment or to ensure compliance with government-
imposed conditions. Effective enforcement will require a central
federal authority and a new organizational structure 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 pipeline
construction, and well coordinated with the government monitoring
structure.

public safety risk imposed by an LN G facility, it is possible to reduce

PUBLIC VIEWS PRESENTED TO THE COUNCIL ON ENVIRONMENTAL 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
State 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/MacKenzie Valley corridor. They
believe the Arctic Gas proposal to be the most reliable and one that
will ensure delivery of the greatest volumes of gas directly to markets.
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REPORT OF JUSTICE THOMAS R. BERGER ON THE MACKENZIE VALLEY
PIPELINE INQUIRY

“Tt 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 if 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. 1,Spring 1976.

The Mackenzie Valley Inquiry was established on March 21, 197:4;
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 proposed nat-
ural gas transportation systems on the Yukon and Northwest Terri-
tories. Specific emphasis is placed on the possible impacts of competing
Mackenzie Valley pipeline projects sponsored by Canadian Arctic Gas
Pipeline Litd. and Foothills Pipelines Litd. 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 Mackenzie Vallev Pipeline
Inquiry should not be construed as representing the policies of the
Canadian Government or any Department thereof. It is common prac-
tice in Conada. to establish Commissions of this kind to study policy op-
tions. While the Government is under no obligation to accept Justice
Berger’s recommendations, they will, of course, be given serious
consideration.

The Berger reports, the National Enerey Board findings and inputs
from Government and public sources will all contribute to the review
process leading toward final Government decisions.

Mackenzie Varrey Preeuine Inouiry, COMMISSIONER,
Mz. JusticeE Tuaomas R. BrRreer

OTTAWA,
May 9,1977.
Berger Report : Northern Frontier, Northern Homeland.
'Mr._ Jus'tice' Thomas R. Berger’s report of the Mackenzie Valley
Pipeline Inquiry, 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 an environ-
mental point of view, to build a pipeline along the Mackenzie Valley to
transport gas from the Arctic. However, construction of a pipeline
along the Mackenzie Valley should be postponed for 10 years to allow
sufficient time for a just settlement of native claims. The Judge indi-
cates that on the basis of the evidence brought before the Inquiry, the
alternative overland route to carry Alaskan gas to markets in the
United States, along the Alaska Highway crossing 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 Valley pipeline at the time of
their own choosing, 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 course, 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 protect 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 assumptions are embedded in
tht;zr federal government’s expressed northern policy for the
1970s.

Two pipeline companies, Canadian Arctic Gas Pipeline Ltd. 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
Northern Yukon, hook up with gas from the Mackenzie Delta and
deliver to markets in Canada and the United States. Foothills pro-
poses to bring Canadian gas south from the Mackenzie Delta.

The mandate of the Mackenzie Valley Pipeline Inquiry was to
determine the social, environmental and economic impact of the con-
struction of a gas pipeline and the cumulative impact of an energy
corridor from the Arctic, and to recommend the terms and conditions
that ought to be imposed on any right-of-way 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 IT of the report is in preparation and wili 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 Minister
.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 corridor
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.” “Qil 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 alternate proposal to carry Alaskan gas along the
A!rgska 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 apnly 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
111;}313(3; must still be made and native claims have not been
settled.

Judge Berger views the Mackenzie Delta-Beaufort Sea area as a
“major petroleum province in the making” and regards the pipeline
as the trigger for expanded oil and gas exploration and development.
He rejected the Arctic Gas proposed route across the Mackenzie Delta
in order to protect the Delta’s unique ecosystem, the birds and the
white whales.
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_ Judge Berger recommended a white whale sanctuary be established

in west Mackenzie Bay to protect the calving grounds for the 5,000-

strong white whale herd. “If the herd is driven from its calving area,

it will die out,” Judge Berger said. In the sanctuary, “oil and gas

explo,fa’tlon and development would be forbidden at any time of the
ear. :

Much of the oil and gas potential of the region is believed to lie
offshore beneath the Beaufort Sea. The report %’ecognized that ii? has
been considered to be in the national interest to begin delineating the
extent of these reserves but urged restraint in approving future
exploration and development. “The greatest concern in the Béaufort
Sea is the threat of oil spills.” Judge 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 Canada to ensure that im-
provements in technology for prevention . . . and clean-up of spills
precede further advance of industry in the Beaufort Sea.” In addition,
Canada is “pioneering on this frontier and establishing the standards
Eh@iﬂl_ma}; well guide other circumpolar countries in [future Arctic

rilling.

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 illusion to believe that the pipeline will solve
the economic problems of the North,” the report said. The Arctic
Gas project has been described as one of the greatest construction
projects, in terms of capital expenditure, ever cox}templated by private
enterprise. The Arctic Gas pipeline would require 6,000 construction
workers North of 60, a huch infrastructure of wharves, warehouses
and airstrips, and fleets of aircraft, tractors, earth-movers. trucks and
trailers. “The pipeline contractors and unions have made it plain that
native northerners are not qualified to hold down skllleﬁ positions
in pipeline construction.” Once the pipeline is }mﬂt there will be about
9250 jobs, mostly of a technical nature, that will require qualified per-
sonnel from the South.

Judge Berger said:

T am convinced that non-renewable resources need not neces-
sarily be the sole basis of the northern economy in the future.
. . . A strengthening of renewable resource harvesting n the
North——the fortification of the native ec_‘onom,v——would en-
able native people to enter the industrial system without
becoming completely dependent on 1t. . o
An economy based on modernization of hunting. fishing
and tranping, on efficient game and fisheries management.
on small-scale enterprise. and on the orderly development of
gas and oil resources over a period of years—this1s no retreat
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into the past; rather, it is a rational pro

) gram for northern
development based on the ideals and aspirations of northern
native peoples.

The report stated : “The social costs of building a pipeline now will
be enormous, and no remedial programs are likely to ameliorate
them: The great majority of the 1,000 witnesses that spoke to the
Inquiry in the 85 community hearings expressed their fears of what
a_pipeline would bring: “an influx of construction workers, more
alcoholism, tearing of the social fabric, injury to the land, and the loss
of their identity as a people.” Judge Berger said, “I am persuaded that
these fears are well founded.”

The 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 North—and the
place of the native people in the North—will, in effect, have been
decided for 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.
They 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 refrigerated 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 recommended that the Government develop an
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 pipeline if it _were to
proceed before there had been a settlement of native claims. He said:
“T have given the most anxious consideration to whether or not I
should make any reference in this report” to the statements ma de at the
Tnauiry about possible “violent reaction to the pipeline if it were
built without a jnst settlement of native claims.” “T have concluded
that they cannot be ignored.” “No one who heard them could doubt
that they were said in earnest.” “I do not want anyone to think T am
predicting an insurrection. But I am saying there is the real possibility
of civil disobedience and civil disorder that—it they did occur—
might well render orderly political evolution of the North impossible.

96-226 0—T77—13







PUBLIC LAW 94-586—O0CT. 22, 1976 90 STAT. 2903

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

Seorrox 1. This Act may be cited as the “Alaska Natural Gas
Transportation Act of 1976”.

CONGRESSIONAL FINDINGS

Skc. 2. The Congress finds and declares that—

(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-
pertation 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 questions of the utmost
importance respecting national energy policy, 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 Jaw pertaining to the selection, construc-
tion, and initial operation of such a system.

STATEMENT OF PURFPOSE

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
1t 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)
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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
Fegeral statute or rule, regulation, or order issued thereunder;
an

(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 Natursl
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.

Y (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 transportation
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
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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-
jence 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.

(2) The Commission may, by rule, provide for the presentation of
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

90 STAT. 2905

Rule.

of law that would otherwise have applied to the presentation of data, -

views, and arguments.

(8) The Commission may request such information and assistance
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.

(¢) The Commission shall accompany any recommendation under
subsection (b) (1) with a report, which shall be available to the public,
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;

(7T) 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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Xegtins with the first year following the date of enactment of this
ct;

(10) 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;

(11) capability and cost of expanding the system to transport
additional 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
(18) 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 “construe-
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

Skc. 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; .

(8) international relations, including the status and time sched-
ule for any necessary Canadian approvals and Flans;

(4) national security, particularly security of supply;

(5) sources of financing for capital costs;

(6) the impact upon competition; . .

(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
aspecfs 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-
son 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.

(¢) 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(c) and shall
include such officer’s or agency’s recommendations with respect to
any provision of law to be walved pursuant to section 8(g) in 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 arguments 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,
and arguments received and setting forth the 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.

PRESIDENTIAL DECISION AND REPORT

Sec. 7. (a) (1) As soon as practicable after July 1, 1977, but not
later than September 1, 1977, the Presicdent 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 designate such a system for
approval pursuant to section 8 and shall be consistent with section
5(b) (1) ((I;) to assure delivery of Alaska natural gas to points both
east 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 any, best serves the
national interest.

(2) The President, for a period of up to 90 additional calendar
days after September 1, 1977, may delay the issuance of his decision
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
September 1, 1977, notify the House of Representatives and the
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Senate if he so delays his decision. and submit a full explanation of
the basis of any such 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-
tives 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
authorization.

(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 ; i

(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 law, relating to any determina-
tion of a Federal 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 transportation 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 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 construction of the approved transportation system
within the State of Alaska;

(B) monitor compliance with applicable 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 delay 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
achieved.

(6) If the President determines to designate for approval a trans-
portation system for delivery of Alaska natural gas to the contiguous
States, 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)
of this section shall be transmitted to both Houses of Congress and
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.

(¢) The report of the President pursuant to subsection (b) of this
section shall contain a financial analysis for the transportation system
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 privately 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 involve
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).

CONGRESSIONAL REVIEW

Skc. 8. (a) Any decision under section 7(a) or 8(b) designating for
approval a transportation system for the delivery of Alaska natural
ﬁas shall take effect upon enactment of a joint resolution within the

rst period of 60 calendar days of continuous session of Congress
beginning on the date after the date of receipt by the Senate and House
of Representatives of a decision transmitted pursuant to section 7(b)
or subsection (b) of this section.
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(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.

(¢) 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 becduse 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
Congress on —— 19 , and find that any environmental
impact statements prepared 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).

(8) 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.

£
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90 STAT. 2911

(B) A motion to discharge may be made only by an individual Debate
favoring the resolution, shail 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 rules 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
report of the President submitted under section 7. The President may
supplement or modify the environmental impact statements prepared
by the Commission or other Federal officers or agencies. Any such
environmental impact statement shall be submitted contem-
poraneously with the transmittal to the Senate and House of Repre-
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
to the Congress under section 7(b) or under subsection (b) of this
section, (1) the Commission shall submit to the Congress a report
commenting on the decision and including any information 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,
views, 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 conduet 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 a 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

taken under subsection (a) or (¢) of section 9 upon enactment of a-

joint resolution pursuant to the procedures specified in subsections
(¢) 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 House 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-
posed by the President, submitted to the Congress on s
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

Src. 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—

(1) 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, right-of-way, permit, lease, or other authorization to which
subsection (a) applies shall be expedited and any such application or

o ]
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request shall take precedence over any similar applications or requests
of the Federal officer or agency.

(¢) Any certificate, right-of-way, permit, lease, or other authoriza-
tion 1ssued or granted pursuant to the direction under subsection ()
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 significant respect the expeditious construc-
tion and initial operation of such transportation system.

(d) Any Federal officer or agency, with respect to any certificate,
permit, 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
authiorization issued or granted those terms and conditions 1dentified
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

Sec. 10. (a) Notwithstanding any other provision of law, the actions
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
pursuant 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 date 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 action on the grounds stated above not later than the 60th day
following the date of his acquiring actual or constructive knowledge
of such action.

(¢) (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 alpprovin
the decision of the President shall be conclusive as to the legal ang
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.

SUPPLEMENTAL ENFORCEMENT AUTHORITY

Skc. 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, 1'ight-o£wa.y, 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, regulation, or order thereun(fer,
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 1ssued under subsection (a). Any action under this subsection
may be brought 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

“"
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Policy and Conservation Act, except that in'addition to the require-
ments of such Acts, before any Alaska natural gas in excess of 1,000
Mct per day may be exported to any nation other than Canada or
Mexico, the President must make and publish #n express finding that
such exports will not diminish the total quantity or quality noi
increase the total price of energy available to the United States.

EQUAL ACCESS TO FACILITIES

Skc. 13. (a) There shall be mcluded in the terms-'of any certificate,
permit, right-of-way, lease, or other authorization issued or granted
pursuant to the directions contained in section 9 of .this Act, a provi-
sion that no person seeking to-transport natural gas in the Alaska
natural gas transportation system shall be prevented: from -déing so
or be discriminated against in the térms and conditions of service:on
the basis of degree of ownership, orlack thereof, of the Alaska natural
gas transportation system.

(b) The State of Alaska is authorized to' ship its royalty gas on
the approved transportation system for use within Alaska and, to
the extent its contracts for the sale of royalty gas so prov1de, to
withdraw such gas from the interstate market for use within Alaska;
the Federal Power Commission shall issue all authorizations neces-
sary to effectuate such shipment and withdrawal subject to review
by the Commission only of the justness and reasonableness of the
rate charged for such transportation.

ANTITRUST LAWS

Sec. 14: Nothing in this Act, and no action taken hereunder,ishall
imply or effect an , amendment to, or exemption from, any pr0v151on
of the: antltrust laws.

AUTHORIZATION

Skc. 15. There is hereby authorized to be appropriated beginning
in fiscal year 1978 and each fiscal year thereafter, such sums as may
be necessary to carry out the functions of the Federal inspector
appointed by the President with the advice and consent. of the Senate
under section 7.

SEPARABILITY

Skc. 16. If any provision of this Act, or the application thereof,
is held invalid, the remamder of this Act shall not be affected thereby

CIVIL RIGHTS

Sec. 17. All Federal officers and agencies shall take such affirmative
action as is necessary to assure that no person shall, on the grounds
of race, creed, color, national origin, or sex, be excluded from receiv-
ing, or partlclpatmg in any activity conducted under, any certificates,

permit, right-of-way, lease, or other authorization granted or issued

pursuant to this Act. The appropriate Federal officers and agencies
shall promulgate such rules as are necessary to carry out the purposes
of this section and may enforce this section; and any rules promul-
gated under this section through agency and department provisions
and rules which shall be similar to those establishéd and in effect
under title VI of the Civil Rights Act of 1964.
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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 are
necessary to insure the equitable allocation of north slope crude oil
to the Northern Tier States of Washington, Oregon, Idaho, Montana,
North Dakota, Minnesota, 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 identify 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 certificate, permit, right-of-way, lease, or other authorization in
connection with the construction of an oil delivery system servin
the Northern Tier States and which the President finds would inhibit
the expeditious construction of such a system in the contiguous States
of the United States. In addition the President will include in his
report a statement which demonstrates the impact that the delivery
system will have on reducing the dependency of New England and
the Middle Atlantic States on foreign oil imports. Furthermore, all
Federal officers and agencies shall, prior to the submission of such
report and further congressional action relating thereto, expedite to
the fullest practicable extent all applications and requests for action
made with respect to such an oil delivery systemn.

ANTITRUST STUDY

Sec. 19. The Attorney General of the United States is authorized
and directed to conduct a thorough study of the antitrust issues and
problems relating to the production and transportation of Alaska
natural gas and, not later than six months following the date of
enactment of this Act, to complete such study and subuniit to the
Congress a report containing his findings and recommentlations with
respect thereto.

EXPIRATION

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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