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UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Yukon Pacific Corporation Docket No. GP87-l6-000
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MOTION TO INTERVENE AND PROTEST AND ANSWER
OF ALASKAN NORTHWEST NATURAL GAS

TRANSPORTATION COMPANY

Alaskan Northwest Natural Gas Transportation Company ("Alaskan

Northwest"), pursuant to Rules 211, 213, and 214 of the Commis-

sion's Rules of Practice and Procedure, 18 C.F.R. SS 385.211,

385.213 and 385.214, moves to intervene in this proceeding. For

the reasons described herein, the Commission should dismiss or

hold in abeyance Yukon Pacific Corporation's ("Yukon Pacific")

Petition for Declaratory Order. If the Commission nonetheless

acts on the Petition at this time, it should exercise juris-

d " Y k P 'f' !I1ctlon over u on aC1 1C.

COMMUNICATIONS

- All pleadings and communications concerning Alaskan

Northwest's motion to intervene should be addressed to the fol-

lowing persons:

11 Pursuant to Rule 203{c), Alaskan Northwest has combined its
Motion to Intervene and Protest and Answer in this filing.
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Cuba Wadlington, Jr.
Vice President, Regulatory Affairs
Northwest Alaskan Pipeline Company
295 Chipeta Way
Salt Lake City, Utah 84108
(801) 584-7082

William J. Moses
General Counsel
Northwest Alaskan Pipeline Company
275 East 200 South, Suite 300
Salt Lake City, Utah 84111
(801) 534-3820

William J. Grealis, P.C.
Ronald M. Johnson
Akin, Gump, Strauss, Hauer & Feld
Suite 400
1333 New Hampshire Avenue, N.W.
Washington, D.C. 20036
(202) 887-4000

MOTION TO INTERVENE

Alaskan Northwest is a partnership designated by the

President and Congress to construct and operate the Alaska

pipeline segment and Alaska Gas Conditioning Facility ("AGCF")

segment of the Alaska Natural Gas Transportation System

(IIANGTS").~/ An international project, the ANGTS, as designated

by the President, will initially be capable of delivering 2.4

Billion cubic feet ("Bcf") per day of Alaskan North Slope natural

gas to the lower 48 states. Alaskan Northwest holds a

2/ The Partnership is composed of Northwest Alaskan Pipeline
Company, an affiliate of The Williams Companies; Calaska Energy
Company, an affiliate of Pacific Gas & Electric Company;
TransCanada PipeLine Alaska, Ltd., an affiliate of TransCanada
PipeLines Ltd.; United Alaska Fuels Corp., an affiliate of Midcon
Corp.; and TETCO Four, Inc., an affiliate of Texas Eastern Trans­
mission Corp.



--,

~

-.,

,.,

_...J

~

,

-,

-,

,J

~

-.i

""""1

:J

~

;,,;;

~

d

J

~

:=j

.""

- 3 -

conditional certificate of public convenience and necessity

issued by the Commission, pursuant to the Alaska Natural Gas

Transportation Act ("ANGTA"), Natural Gas Act, and Waiver of Law

("Waiver"), Public Law No. 97-93, to construct and operate the

AGCF and a 745-mile, high pressure, chilled, buried pipeline from

Prudhoe Bay, Alaska to the Alaska-Canadian border, where it will

connect with the Canadian segment of the ANGTS. According to

Yukon Pacific's Petition, it has been formed to construct and

operate the Trans-Alaska Gas System ("TAGS"). TAGS will be a

796.5-mile, buried, chilled, high pressure pipeline capable of

delivering 2.3 Bcf per day of North Slope gas to Port Valdez, for

conversion to liquefied natural gas ("LNG") and export to Asia.

Pet. at 2. TAGS would parallel the ANGTS from Prudhoe Bay to

Delta Junction, Alaska and utilize the AGCF.

Alaskan Northwest has a substantial interest in this

proceeding, because Yukon Pacific is proposing to construct a

competing project for the transportation of North Slope gas, is

proposing to utilize facilities to be constructed and operated by

Alaskan Northwest and would cross or parallel the ANGTS Alaska

pipeline segment in many places. Alaskan Northwest's interests

cannot be adequately represented by any other party to this pro-

ceeding.
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PROTEST AND ANSWER

I. Summary of Position

Yukon Pacific's Petition presents an incomplete and pre­

mature basis for the Commission to determine the nature and

extent of its jurisdiction over TAGS. The Commission should

therefore dismiss the Petition or hold it in abeyance. Yukon

Pacific has not demonstrated that it will be viable purely as an

export project and therefore would be engaged solely in foreign

commerce. Yukon Pacific has not even addressed the jurisdic-

tional consequences of its intention to utilize the AGCF, a

jurisdictional facility, as part of its operations. Yukon

Pacific also has not identified the gas supplies that will sup­

port its project. Nor has Yukon Pacific explained at any time

since its genesis in 1982 how it will satisfy ANGTA's requirement

that Alaskan North Slope gas can only be exported pursuant to an

exchange arrangement whereby U.S. consumers receive an equivalent

amount of comparably priced energy from a foreign source. Only

Congress can otherwise permit the transportation of North Slope

gas out of Alaska except through the ANGTS. Yukon Pacific's

Petition simply has not presented the necessary factual basis to

permit the Commission to conclude TAGS is more than a hypothetical

project at this time or to define the scope of its jurisdiction

over that project. Accordingly, the Commission should dismiss

Yukon Pacific's Petition or defer action on it pending further

definition of the TAGS project as currently envisioned.
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Alternatively, if the Commission decides not to dismiss or

defer action on the Petition, it cannot disclaim jurisdiction

until after Yukon Pacific has been required to come forward with

the facts necessary to support its claim that its activities will

be completely non-jurisdictional. Yukon Pacific has not yet sup­

plied sufficient information to support its asserted non­

jurisdictional status. Only after Yukon Pacific has furnished

such information, for example, under what arrangements volumes

will be conditioned for transport through TAGS, will the Commis-

sion be able to fashion appropriate hearing procedures to con-

sider material factual questions concerning Yukon Pacific's sta-

tus.

To the extent the Commission may nonetheless decide to act

on Yukon Pacific's Petition at this time, without requiring

further information from Yukon Pacific or establishing further

proceedings, the Petition must be denied. Such facts as have

been laid out by Yukon Pacific indicate that the Commission has

jurisdiction over TAGS, under its delegated authorities over

export projects and pursuant to Section 7 of the Natural Gas Act,

the President's Decision and Report to Congress on the Alaska

Natural Gas Transportation System, and the Waiver of Law.

Moreover, Yukon Pacific is openly attempting to undermine the

ANGTS. Congress, however, has already determined that the public

interest lies in the delivery of Alaskan North Slope gas to the

lower 48 states through an international pipeline, the ANGTS.
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Disclaimer of jurisdiction would violate the Commission's duty to

protect the public interest and assure that Yukon Pacific does

not interfere with the construction of the ANGTS, prevent u.s.

consumers from benefitting from Alaskan gas or cause the abroga­

tion of international commitments with Canada relating to the

ANGTS.

II. Background

Because of the complexity of the ANGTS project, a brief sum­

mary of some of the significant points in its development may be

of help in understanding Alaskan Northwest's interest and posi-

, 'h' d i 'i/t10n 1n t 1S procee 1ng.

1

~

A. Selection of the ANGTS

The North Slope of Alaska is believed to contain vast natu-
J

1
;;j

~

.~

'"
;;1

---"

..Ji

:Cj

ral gas reserves. Proven reserves have been estimated to be in

the range of 26 to 29 Trillion cubic feet.!/ Three competing

3/ A history of the ANGTS project is also described in the
Senate Report on the Waiver of Law. S. Rep. No. 97-272, 97th
Cong., 1st Sess. 3-13 (1981). See also, The President's Alaska
Natural Gas Transportation Act waIver-Recommendation, Hearings
Before the Senate Comm. on Energy and Natural Resources on S.J.
Res. 115, 97th Cong., 1st Sess. 965-1046 (1981) (prepared state­
ment of John G. McMillian, Chrmn, Alaskan Northwest) (hereinafter
cited as "Waiver Hearings").

4/ For example, according to the public notice of the environ­
mental impact statement to be prepared on TAGS, the State of
Alaska currently estimates proven North Slope reserves as 28.7
Tcf. (Appendix I). See also, ~, H.R. Rep. No. 97-350 (Pt. 2),
97th Cong., 1st Sess. 2 (1981) (26 Tcf).
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proposals were presented to the Commission's predecessor to con-

struct and operate a system for transporting these reserves to

the lower 48 states. Two were overland pipelines through Alaska

and Canada. The third project, like Yukon .pacific, would have

transported gas by pipeline to tidewater, following the route of

the Trans Alaska Oil Pipeline ("TAPS"), where the gas would be

liquefied and transported to markets in LNG tankers.

Because Congress found that the Alaska gas reserves were

vital to the nation's economic and domestic security interests,

it enacted in ANGTA a unique framework to guarantee the construc-

tion of the most economical means to deliver these reserves to

the rest of the nation. Congress there stated its purpose "to

provide the means for making a sound decision as to the selection

of a transportation system for delivery of Alaska natural gas to

'1 the contiguous States • • • " 15 U.S.C. § 719a.

-
;j

-'

~

J

-,

::::i

Congress in ANGTA also placed restrictions on the export of

Alaskan gas beyond those contained in existing law. Section 12

prohibited the export of Alaskan gas to countries other than

Mexico or Canada unless the President first found that such

exports would "not diminish the total quantity or quality nor

increase the total price of energy available to the United

States." 15 U.S.C. § 719j. The legislative history of Section

12 makes clear that Congress, by this limitation, intended that

Alaskan gas could be exported only in the context of an exchange

resulting in the delivery of an equivalent amount of comparably
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priced energy to the United States. For example, the Senate

Report on ANGTA explained that "[t]his provision is designed to

assure that if the export of Alaska natural gas is in the nation­

al interest, it may be done only under an exchange arrangement

whereby U.S. consumers would not be faced with increases in ener­

gy prices nor a reduction in the total quantity or quality of

energy. II S. Rep. No. 94-1020, 94th Cong., 2d Sess. 22-23 (1976)

(emphasis added). See also H.R. Rep. No. 94-1658 (Pt. 1), 94th

Cong., 2d Sess. 32 (1976).

ANGTA suspended the then pending competitive Commission pro­

ceedings, 15 U.S.C. § 7l9c, and placed responsibility for the

selection of a system to transport Alaskan gas in the President

and the Congress. Id. §§ 7lge, 7l9f. The Commission, together

with other agencies, was still to make recommendations to assist

the President and Congress. Id. § 7l9c. Once an approved system

was selected, ANGTA also provided for the expeditious issuance of

regulatory approvals, including the creation of the Office of the

Federal Inspector, who was charged with general regulatory over­

sight over any designated system. Id. § 7lge(a)(5).

The Commission recommended an overland route for the trans­

portation of Alaskan gas, but was divided 2-2 between the two

overland alternatives. Federal Power Commission, Recommendation

to the President on a Alaska Natural Gas Transportation System

(1977).
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The President selected the route and facilities proposed by

Alaskan Northwest's predecessor, Alcan Pipeline Company, to be

the ANGTS in his Decision and Report to Congress on the Alaska

Natural Gas Transportation System (Sept. 1977) (hereinafter

"Decision"). Decision at 4-11. The ANGTS will be a 4700-mile

international pipeline, commencing at Prudhoe Bay and paralleling

TAPS to Fairbanks, where it angles southeast, following the Alcan

Highway to the Alaska-Yukon border. In Canada, the pipeline

continues south and east to James River Station in the Province

of Alberta, where it splits into two legs. The Eastern Leg

proceeds southeast, crossing the U.S.-Canada border at Monchy,

Saskatchewan and terminating near Chicago. The Western Leg

proceeds southwest, crossing the U.S.-Canada border near

Kingsgate, British Columbia and in the U.S. is comprised of

expanded facilities of Pacific Gas Transmission Company ("PGT")

and Pacific Gas and Electric Company, terminating at a point near

Antioch, California.

The President's Decision designated Alaskan Northwest's

predecessor to construct and operate the Alaska pipeline segment

of ANGTS, which will be a 745-mile, 48-inch, chilled, high

pressure pipeline, commencing at the discharge side of Prudhoe

Bay gas conditioning facilities and interconnecting at the

Alaska-Canada border with the Canadian segment of ANGTS.

The President's Decision was ratified by joint resolution of

Congress, Pub. L. No. 95-158, and has the force and effect of a
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statute. Midwestern Gas Transmission Co. v. FERC, 589 F.2d 603, 611

(D.C. Cir. 1978). In accordance with ANGTA and the Natural Gas

Act, the Commission issued conditional certificates of public

convenience and necessity to Alaskan Northwest's predecessor for

the Alaska pipeline segment and to Northern Border Pipeline

Company and PGT for, respectively, the Eastern and Western Legs

in the U.S. Alcan Pipeline Co., 1 FERC ~ 61,248 (1977).

Transfer of the Alaska segment certificate to Alaskan Northwest

was approved in Alaskan Northwest Natural Gas Transportation Co.,

3 FERC ~ 61,290 (1978) •

B. Canadian Involvement

It was recognized early on that the delivery of Alaskan gas

to the lower 48 states would require the cooperation and partici­

pation of the Canadian government and Canadian firms. As early

as 1973, Congress, in enacting the Trans Alaska Pipeline Authori­

zation Act to facilitate construction of TAPS, directed and re­

quested the President to enter into negotiations with Canada over

"the willingness of the Government of Canada to permit the con­

struction of pipelines or other transportation systems across

Canadian territory for the transport of natural gas ... from

Alaska's North Slope to markets in the United States .•.• '1

Pub. L. No. 93-153, § 301(a). Negotiations led to the Transit

Pipeline Treaty, which was signed on January 28, 1977 and rati­

fied by the U.S. Senate on October 1, 1977. The treaty is
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designed to facilitate the construction of oil and gas pipelines

in the two countries.

Contemporaneous with the ratification of the treaty, the

u.s. and Canada signed on September 20, 1977 the Agreement on

Principles Applicable to a Northern Natural Gas Pipeline. The

Agreement on Principles established the terms and conditions upon

which the two countries would cooperate on a joint pipeline for

the transportation of Alaskan and Canadian gas to the lower 48

states. The Agreement on Principles was incorporated in the

President's Decision. Decision at 3.

On April 12, 1978, the Canadian Parliament enacted the

Northern Pipeline Act, which ratified the July 4, 1977 decision

of the Canadian National Energy Board certificating the Canadian

segments of the ANGTS. That Act also established the Northern

Pipeline Agency to facilitate construction of the Canadian

segments, implement the Agreement on Principles, and monitor and

minimize the social and environmental impacts of construction and

operation of the ANGTS in Canada.

C. Prebuild

The President's Decision had suggested that southern por­

tions of the ANGTS in Canada and the lower 48 might be built in

advance of the entire system and be utilized to transport addi-

tional imports of Canadian gas.· The Canadian government was un­

willing to authorize the additional export 'volumes necessary to
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support what came to be known as the ANGTS "pre-build" facilities

or the pre-building of ANGTS facilities in Canada, unless it were

assured the entire ANGTS, including the Alaska segment, would be

built. Such assurances were provided by Pre~ident Carter and the

Congress. Congress, by a concurrent resolution passed in the

summer of 1980, affirmed that "it is the sense of the Congress

that the system remains an essential part of securing this

-'

Nation's energy future ••

Sess. (1980).

" S. Con. Res. 104, 96th Cong., 2d

-,

~

""
,
5

1
-

--,.
~

~

J

;;;>

Based on these assurances, the Canadian government approved

the necessary exports and facilities. This Commission issued

certificates to Northern Border Pipeline Company and Pacific Gas

Transmission Company for the pre-building of, respectively, the

O.S. portions of the Eastern and Western Legs of the ANGTS in

April and June 1980. Northwest Alaskan Pipeline Co., 11 FERC

~ 61,088 (1980) and 11 FERC ~6l,279 (1980). The pre-build facil-

ities were completed in 1981 and account for approximately one-

third of the ANGTS mileage. They represent an investment of

approximately $1.43 billion and $770 million by the sponsors of,

respectively, the O.S. and Canadian pre-build.

-,

~

D. Waiver of Law

3

"""

Because of the magnitude of the Alaska pipeline segment,

Alaskan Northwest held discussions with the North Slope producers
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in 1980 about joining in the financing of the ANGTs.~1 The pro-

ducers were willing to do so if the President's Decision were

modified to permit them to have an ownership interest in the

project and to include the AGCF as part of the ANGTS. The AGCF

will remove liquefiables and impurities, including carbon

dioxide, from the raw gas, and initially refrigerate and compress

the gas to meet pipeline operating specifications. In April

1980, the Alaskan Northwest Partnership and North Slope producers

entered into a Cooperative Agreement providing for joint funding

of the design, engineering and cost estimation for the Alaska

pipeline and AGCF. To date, the Partnership and producers have

incurred approximately $1.09 billion, including allowance for

funds used in construction, on this effort.

In addition to producer ownership in the project and inclu-

sion of the AGCF in the ANGTS, the Partnership identified several

other legal requirements that would have to be modified in order

to remove regulatory impediments to private financing of the

ANGTS. Section 8(g)(1) of ANGTA authorized the President to

propose waiver of laws whose application could prevent completion

of the ANGTS. On October 15, 1981, President Reagan submitted

his waiver recommendation to Congress. In his statement accom-

panying that recommendation, he expressed support for the ANGTS

51 Exxon Co., U.S.A., Standard Oil Company of Ohio, and
Atlantic Richfield Company.
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and recognized its material benefit to the U.S. and Canada, our

largest foreign trading partner:

I believe that this project is important not
only in terms of its contribution to the
energy security of North America. It is also
a symbol of U.S.-Canadian ability to work
together cooperatively in the energy area for
the benefit of both countries and peoples.
Reprinted in H.R. Rep. No. 97-350 (Pt. 2),
97th Cong., 1st Cong. 30 (1981).

The Waiver was approved by joint resolution of Congress.

S.J. Res. 115, Pub. L. No. 97-93, 97th Cong., 1st Sess. (1981).

The Waiver of Law, inter alia, designated the AGCF as part of the

ANGTS, to be included in any final certificate issued by the

Commission for the Alaska segment of the ANGTS. In approving the

Waiver, Congress reaffirmed the importance of Alaskan reserves

and the ANGTS to the nation. For example, Senator McClure,

Chairman of the Senate Energy Committee, explaining the need for

the Waiver, stated that "[i]t is without question then, that the

completion of the Alaska Natural Gas Transportation System is in

this Nation's economic and national security interests." 127

Cong. Rec. Sl1603 (Oct. 19, 1981) (daily ed.). See also, ~.,

S. Rep. No. 97-272, 97th Cong., 1st Sess. 29 (1981) (liThe [Senate

Energy] Committee remains convinced that the project is in the

national interest . II ). .. .
The Commission subsequently amended the conditional certifi-

cate issued to Alaskan Northwest to include the AGCF, by order
J

issued January 4, 1982. Alaskan Northwest Natural Gas TranSDor-
~"';;':":~~~"::""::'''':'':'~~----~----:~'----------''-

z:

tation Co., 18 FERC ~ 61,002 (1982).
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III. Argument

...
A. Yukon Pacific's Petition Should be Dismissed

or Held in Abeyance

Under Rule 207 of the Commission's Rules of Practice and

Procedure, the purpose of a declaratory order is to "remove

uncertainty." The TAGS project, however, is too undefined at

this time for the Commission to determine with any certainty the

nature and extent of its jurisdiction. In addition, Yukon

Pacific's Petition leaves unaddressed significant questions

relating to Commission jurisdiction, including the identity of

resale markets, use of the AGCF and source of gas supply. In

view of the incomplete nature of the TAGS project as a whole and

Yukon Pacific's Petition in. particular, the Commission should

dismiss the Petition or hold it in abeyance.

"~

1
;i

1. TAGS Is Too Hypothetical for a
Jurisdictional Determination

~

J

The TAGS project is still in an early conceptual stage.

Yukon Pacific has not identified any committed markets or gas

supply to support its project; nor has it done any detailed

engineering or planning. Since the TAGS concept originated in

1982, it has gone through a continuing metamorphosis. TAGS was

initially proposed to parallel the TAPS and ANGTS pipelines to a

point north of Fairbanks and then proceed to the Cook Inlet area.

Trans Alaska Gas System, Economics of an Alternative for North
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Slope Gas (Jan. 1983) (excerpts attached as Appendix A). In that

version, TAGS would deliver raw, unconditioned gas to a tidewater

location. In mid-1984, Yukon Pacific proposed a different con­

cept, the so-called "Y-line".~/ Under this proposal, Yukon

Pacific would share a 48-inch diameter pipeline with the ANGTS to.

Fairbanks, where the ANGTS would swing east toward Canada. TAGS

would continue south to tidewater in South-Central Alaska as a

36-inch diameter pipeline. Yukon Pacific's latest proposal, the

subject of its Petition, is to use the AGCF to condition North

Slope gas and transport conditioned gas through a pipeline paral-

leling the ANGTS and TAPS to Delta and then paralleling TAPS to

Port Valdez, Alaska. According to a recent public relations

piece on this TAGS concept, "pre-feasibility" studies under way

by its sponsors are not due to be completed until later this year. 2/

TAGS sponsors will then decide whether to proceed with further

6/ Yukon Pacific's May 1984 Application for a federal right of
way explained this proposal as follows:

It is Yukon Pacific's belief that an export
market will demand gas from Prudhoe Bay
first, but the Company has stated its will­
ingness to build a 48 inch 0.0. pipeline from
Prudhoe Bay to Fairbanks for the purpose of
supplying gas for the overland route to U.S.
markets. Sponsors of the [ANGTS] have not
yet accepted the "Y-line" option pending
further definition of Asian and U.S. mar­
kets. Yukon Pacific App. for Federal Right­
of-Way (filed May 1984) at 8. (Excerpts
attached as Appendix B).

7/ "Alaska's Incredible Shrinking Gas Line Project," Alaska
Business Monthly at 25 (Jan. 1987) (attached as Appendix C).
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studies, as a result of which TAGS could very well undergo

further revision.

At this point, Yukon Pacific has presented the Commission

with a completely hypothetical project. It is asking the

Commission to assume with it that it will find sufficient export

markets and uncommitted gas supplies to support its project and

obtain special authorizations to export Alaskan gas. This is too

speculative a basis for the Commission to render a meaningful

jurisdictional determination. Any Commission determination, like

the assumptions presented to it, would be purely hypothetical and

would not remove uncertainty as to Yukon Pacific's jurisdictional

status.

-.

'1

2. There Is No Basis to Assume Yukon Pacific Will be
Engaged Only in Foreign Commerce

5

-

~

""3.

J

;;:JI

-'

-.,

J

d

Yukon Pacific claims TAGS will not be involved in interstate

commerce, because it will only transport Alaskan gas for delivery

to export markets. Pet. at 9-10. However, although Yukon

Pacific's Petition speaks in vague terms of "marketing partici-

pants" and "potential" Asian purchasers for Alaskan LNG, Pet. at

5, there are no contracts with foreign purchasers for any volume

of Alaskan gas to be shipped through TAGS. In fact, TAGS has

always been envisioned as being capable of delivering Alaskan gas

to U.S. as well as foreign markets. The genesis of TAGS was a

report prepared by a committee appointed by then Alaska Governor

Hammond, Trans Alaska Gas System, Economics of an Alternative f·~r
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8/
North Scope Gas (Jan. 1983) (hereinafter "Governor's Report").-

That report explained that one of TAGS' virtues was its ability to

serve both domestic and export markets:

More flexible markets: The Trans-Alaska Gas
System makes North Slope gas and its respec­
tive components available to the world market
because of its terminus at tidewater. Thus,
if national security concerns dictate that
uncommitted natural gas from Alaska must be
used in the United States, it can be. If
that gas finds a market elsewhere in the
Pacific Rim, it can answer those needs too.
Over the real life of the project, which is
likely beyond the commitment term necessary
for financing, the pipeline could serve many
different markets. 1983 Hearings at 338.

Elsewhere, the Governor's Report stated that potential mar­

kets to be served by TAGS include "the West Coast of the United

States." Id. at 409. The Report identifies two possible points

for the delivery of LNG to the lower 48 states, Point Conception,

California and Bellingham, Washington. Id. at 22-23. Indeed,

the cover of the Report itself illustrates these as points for

the delivery of gas transported through TAGS. In a December 8,

1983 letter to the Chairman of the Federal Energy Regulatory

Commission, Walter J. Hickel, Yukon Pacific's Chairman of the
.

Board, who also co-chaired the Governor's Committee on TAGS, ex-

plained that Yukon Pacific "will essentially implement the above

~/ The entire Governor's Report is reprinted as Appendix II in
Marketing Alternatives for Alaska North Slope Natural Gas: Hear­
ing before the Subcomm. on Energy Regulation of the Senate Comm.
on Energy and Natural Resources, 98th Cong., 1st Sess. (1983)
(hereinafter "1983 Hearings").
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described proposal of the Governor's Committee .••• " (po 3)

(attached as Appendix D). Yukon Pacific's Y-Line concept, shar­

ing a 48-inch diameter pipeline with the ANGTS to Fairbanks,

would also have depended on domestic markets for support.

While Yukon Pacific now claims, for purposes of its Peti-

tion, that it will only transport gas destined for foreign mar-

kets, the possibility that TAGS will actually deliver some gas to

u.S. purchasers cannot be dismissed until Yukon Pacific shows

firm contractual commitments by foreign purchasers for sufficient

volumes to make TAGS economically viable over its life. Indeed,

North Slope producers studying the economic feasibility of

exporting North Slope gas as LNG to Asia have concluded that such

exports may not be viable and that the lower 48 is still the
9/

natural market for this gas.-

-=:]

~

3. Yukon Pacific's Operations Have Not Been Shown
"Wholly Intrastate" in Nature

~

~

~

~
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Yukon Pacific's Petition also describes TAGS' nature as

"wholly intrastate." Pet. at 6. Yet, Yukon Pacific contemplates

that gas would first be conditioned in the AGCF, a facility

clearly within the jurisdiction of the Commission by virtue of

9/ See North American Natural Gas Reserves and Resources, Heariccs
before-the Subcomm. on Energy Regulation of the Senate Comm. on ~.
Energy and Natural Resources, 98th Cong., 2d Sess. 281-83 (1984)
(testimony of C.B. Wheeler, Sr. V.P. Exxon Co. U.S.A.); 1983
Hearings at 204 (testimony of Frank E. Mosier, Sr. V.P., The
Standard Oil Co.) (TAGS "is a very long shot at best"). See a_3­
Statement of W. Ray Booth, Asst. Gen. Mgr., Natural Gas Dept.~
Exxon Co., U.S.A. before the Joint Oil and Gas Comm. of the A~:

State Legislature (March 7, 1984) (attached as Appendix E) .
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the Waiver of Law. Yukon Pacific's Petition seeks to deemphasize

the importance of these conditioning facilities with the fol-

lowing statement:

The proposed TAGS Project does not currently
include development of a natural gas condi­
tioning facility on the North Slope. Respon­
sibility for construction and operation of
gas conditioning facilities, if necessary,
will be the subject of future negotiations
between Yukon Pacific and North Slope gas
producers. Pet. at 3.

Yukon Pacific's Petition here suggests doubt that North Slope

conditioning facilities will be neces~ary. Its contemporaneous

Amended Application for a federal right-of-way grant, filed with

the Bureau of Land Management on December 5, 1986 (hereinafter

"ROW App.") (excerpts attached as Appendix F), is more forthcoming

and clearly indicates otherwise. TAGS, like the ANGTS Alaska

pipeline segment, is proposed to be a chilled pipeline where it

traverses areas of permafrost in northern and central Alaska. ROW

App. at 5-1. Absent refrigeration, the pipeline will be warmer

than the soils around it and cannot be safely buried. Yukon

Pacific also proposes a high pressure system, with a maximum

operating pressure of 2220 psig. Id.; Pet. at 2. The first

compression and refrigeration facilities on TAGS, however, will be

66 miles south of its starting point. ROW App. at 5-8. The gas

will also have to be conditioned to remove impurities. For exam-

ple, like the ANGTS, the feed gas composition for TAGS calls for

removal of essentially all carbon dioxide. Id. at 5-37. This

compression, conditioning and refrigeration obviously must be do~e
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before the gas can be introduced into TAGS. Yukon Pacific has

indicated it will seek to use the AGCF to perform these functions:

The proposed TAGS project does not currently
include development of a natural gas condi­
tioning facility on the North Slope. Exist­
ing and authorized gas conditioning facili­
ties in Prudhoe Bay can provide the quantity
and quality of pipeline gas needed to operate
TAGS. Therefore, YPC is not requesting auth­
orization for similar facilities at this
time. Responsibility for construction and
operation of gas conditioning facilities will
be the subject of future discussions among
YPC, North Slope gas producers, and the
Northwest Alaskan Pipeline Company. [10/] ROW
App. at 1-4. --

It has been assumed that pipeline feed gas
will be discharged to the TAGS system from
conditioning facilities at Prudhoe Bay. Id.
at 5-38.

There are no existing North Slope facilities capable of

preparing the 2.3 Bcf per day of throughput proposed for Yukon

Pacific, and the only gas conditioning facility authorized for

the North Slope is the AGCF designed by Alaskan Northwest and

North Slope producers. Yukon Pacific's intention to use the AGCF

was stated most recently in its draft Project Overview for the

TAGS environmental impact statement, where it stated "[a] gas

conditioning facility has been previously sited and the associ-

ated environmental permits have been evaluated and issued through

the PERC and EIS process." (excerpts attached as Appendix G) .

10/ Northwest Alaskan Pipeline Company i~ the operator for the
Alaskan Northwest Partnership. Yukon Pacific has not approached
Northwest Alaskan about using the AGCF.
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The only such facility is the AGCF. See FERC, Prudhoe Bay

Project Draft Environmental Impact Statement (1979).

The AGCF, however, only has a design capacity for one

project, the ANGTS. Yukon Pacific does not explain under what

arrangements it would utilize the AGCF, and its Petition ignores

the regulatory consequences of utilizing a jurisdictional

mainline transmission facility to make gas to be transported

through TAGS pipeline quality, having TAGS commence at the

discharge side of that facility, and transporting gas that has

been commingled with gas committed to the interstate market •

-v

-'

4. Yukon Pacific Has Not Demonstrated a Gas Supply

~
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While Yukon Pacific alludes generally to discussions with

North Slope producers, Pet. at 6 n.4, it has failed to identify

any proven reserves to support TAGS. Witnesses at 1983 congres­

sional hearings on the transportation of Alaskan gas, including

Yukon Pacific officials, testified that proven North Slope
11/

reserves were in the 26 to 29 Tcf range.-- In those same

hearings, North Slope producer representatives testified that

this amount of proven reserves could not support both the ANGTS

11/ Mr. Hickel testified that lithe record is going to have to
state there is 26 and 29 trillion cubic feet of proven reserve."
1983 Hearings at 193. Pendleton Thomas, President of Yukon
Pacific similarly testified "I do not have any disagreement witr.
the fact that at the present time the proven gas reserves of
Prudhoe Bay are somewhere probably in the 26 to 29 trillion eub~c

feet area.'1 Id. at 161. See also ide at 32 (testimony of Jan ~.

Mares, Asst. Seely, Fossil Energy, DOE) .
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and TAGS projects.
1 2/

Yukon Pacific has not indicated that

current proven North Slope reserves are in excess of prior

estimates. The current proven reserves are required to support

the ANGTS and can only be transported from Alaska through the

ANGTS, as explained in Part C.3 infra. If Yukon Pacific is

relying on other reserves, it has failed to identify them, and

its entire project is too ephemeral for a declaratory order. If

Yukon Pacific is relying on the reserves required to support the

ANGTS (as it apparently is), then it is seeking to divert to Asia

gas which must, by law, be transported through the ANGTS.

.,

"'

5 • The Commission Should Dismiss Yukon Pacific's
Petition or Hold It in Abeyance

"\

"'
,

;

j
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Whether to grant a petition for a declaratory order is with-

in the discretion of the Commission. See,~, 5 U.S.C.

§ 554(e); United Gas Pipe Line Co., 27 PERC ~ 61,015 (1984);

Stowers Oil and Gas Co., 27 PERC ~ 61,001 (1984). Given the

indefinite nature of the TAGS Project and the significant juris-

dictional issues not even addressed by Yukon Pacific's Petition, the

Commission should dismiss that Petition or hold it in abeyance. The

Commission has dismissed requests for regulatory action as unripe

when they lacked necessary supporting information. See,~, Texas

Eastern Transmission Corp., 34 FERC " 61,120 (1986). See also,

~, Yale Broadcasting Co. v. FCC, 478 F.2d 594, 602 (D.C. Cir.

12/ Id. at 228 .
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1973) (refusal to issue declaratory order upheld because of

"Commission's long standing policy of refusing to issue interpre­

tative rulings or advisory opinions whenever the critical facts are

not explicitly stated or there is a possibility that subsequent

events will alter them."). Certainly, the Commission should not act

until after Yukon Pacific has made application to and received from

the Economic Regulatory Administration ("ERA") export authorization

under Section 3 of the Natural Gas Act and obtained findings from

the President pursuant to, respectively, Section 103 of the Energy

Policy and Conservation Act, 42 U.S.C. § 212, and Section 12 of

ANGTA, 15 U.S.C. § 719j, that the export of Alaskan gas is

consistent with the national interest and will not diminish the

total quantity or increase the total price of energy available in

the U.S. Withholding action until after export authorizations have

been obtained would be in keeping with Commission practice where

such authorization would define the scope of the project before the

Commission. Boundary-Gas, Inc., 24FERC l' 61,003 at 61,010 (1983)

(application should be held in abeyance until all information neces­

sary to evaluate a proposal in its entirety, including ERA authori­

zations, is available). The Commission will also know how its

jurisdiction is affected by any conditions imposed by ERA or the

President. Of course, if Yukon Pacific does not secure the neces­

sary export authorities, its Petition will be moot. In that rega~d,

Yukon Pacific's project on its face cannot meet the requiremen~s _c

Section 12 of ANGTA, because Yukon Pacific is not proposing a~

exchange of energy with Asian countries.
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If the Petition Is Not Dismissed or Held in Abeyance,
a Hearing Is Necessary

If the Commission decides not to dismiss or hold Yukon
~~

1

--'

.,

~

~

Pacific's Petition in abeyance, it should direct Yukon Pacific to

supplement its Petition with the necessary facts upon which to

make the requested jurisdictional findings. For example, Yukon

Pacific should first be required to file evidence of commitments

or contracts with foreign purchasers, its plans for conditioning

TAGS' feed gas, and the source of its gas supply. After Yukon

Pacific has filed the complete basis upon which it is seeking a

jurisdictional determination, the Commission will be in a posi-

tion to prescribe further proceedings to consider the factual

issues raised by Yukon Pacific's Petition. Since it is Yukon

Pacific which is seeking Commission action, the burden would be

on Yukon Pacific at such hearing to demonstrate that it will be

engaged in purely non-jurisdictional activities. Factual issues
9

"
J

would include: (1) whether Yukon Pacific's markets are solely in

~

J

;;;;i

-'

'3

:=;

foreign commerce; (2) under what arrangements Yukon Pacific will

utilize the AGCF; (3) what changes in design to the AGCF would be

required to handle TAGS volumes; (4) whether TAGS' use of the

AGCF is compatible with the ANGTS; (5) whether the fact that the

AGCF is subject to the Commission's jurisdiction will render all

of Yukon Pacific's facilities downstream from the AGCF jurisdic-

tional; and (6) whether Yukon Pacific is depending upon gas

supplies required for the ANGTS. The Commission clearly has
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authority to conduct such an inquiry to determine its own

jurisdiction. See,~, Consolidated Oil & Gas, Inc. v. FERC,

No. 85-1191 (D.C. Cir., Dec. 5, 1986) slip Ope at 12 n.5: CAB v.

Deutsche Lufthansa Aktiengesellschaft, 591 F.2d 951, 952 (D.C.

Cir.1979).

.:c3'

C. If the Commission Decides Jurisdiction Based
on Yukon Pacific's Petition, It Should Exercise
Jurisdiction Over Yukon Pacific's Proposed
Facilities

If the Commission decides to act on Yukon Pacific's Petition
."

~

;
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at this time, without further proceedings, the Commission should

exercise jurisdiction over Yukon Pacific based on the facts as

alleged in its Petition. Contrary to Yukon Pacific's erroneous

legal analysis, the Commission has jurisdiction over Yukon

Pacific's proposed facilities pursuant to the authorities

delegated to it by Delegation Order No. 0204-112. In addition,

the Commission also has jurisdiction over Yukon Pacific pursuant

to Section 7 of the Natural Gas Act, the Waiver of Law and the

President's Decision.

::=,

;:i

1. The Commission Has Jurisdiction Over
Yukon Pacific's Export Facilities

~

J
a. The Commission Has Jurisdiction Over the Siting

of Yukon Pacific's Facilities

a

~

zs

J

Regulatory authorities over gas export facilities contained

in Section 3 of the Natural Gas Act and Executive Order No.

10485, formerly exercised by the Commission's predecessor, ha\'~

been vested in the Secretary of Energy by the Department of



-,

-,

~

"11

_.0}

~"

1

.:

-,

"
~

"'"
~

1
;j

sa

J

;;oj

J

3

-3

~

.-J)

- 27 -

Energy Organization Act. 42 U.S.C. S 7l5l(b). The Secretary has

delegated to the Commission in Delegation Order No. 0204-112 his

authority over the siting and construction and operation of

export facilities. Yukon Pacific argues that Executive Order No.

10485, and Executive Order No. 8202 before it, limit and effec­

tuate the Secretary's authority under Section 3 of the Natural

Gas Act. Pet. at 10. According to Yukon Pacific, since those

Executive Orders do not reference siting, the Secretary, and

therefore the Commission, is without jurisdiction over the siting

of its facilities. As a preliminary matter, Yukon Pacific's

argument is a collateral attack on the authority of the Secre­

tary. The Commission, however, is governed by the Secretary's

delegations, Alabama Power Co., 31 FERC ~ 61,287 at 61,593

(1985), until such time as they are changed by the Secretary or

invalidated by a Federal Court. Delegation Order No. 0204-112

expressly confers on the Commission jurisdiction over lithe site

at which [export] facilities shall be located •••. " Yukon

Pacific does not cite any authority for the Commission unila­

terally to ignore this delegation.

Yukon Pacific's argument is also wrong. Executive Order No.

10485 and Natural Gas Act Section 3 are separate and independent

grants of authority. The Executive Order flows from the

President's constitutional powers to conduct foreign affairs and

secure the borders of the nation. Section 3 is a delegation by

Congress of its constitutional authority to regulate commerce.
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The President chose to delegate his authority to the Commission

(now to the Secretary) for administrative convenience in order to

provide a "systematic method in connection with the issuance and

-::; in signing of permits . . . ." 18 Fed. Reg. 5397 (1953). The

cO
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two sources of authority are thus supplementary and do not limit

each other.

Moreover, the fact that siting is not expressly referenced

in either Executive Order No. 10485 or Section 3 is not disposi­

tive. Both authorities give broad authority to attach necessary

d " t th . 13/ f . hcon ~t~ons 0 carry out e~r purposes.-- In act, pr~or to t e

DOE Organization Act, Executive Order No. 10485 and Section 3 of

the Natural Gas Act were construed to include siting responsi-

bility. During 1976 congressional hearings on ANGTA, the Senate

Committees on Interior and Insular Affairs and on Commerce

submitted the following question to the Commission: "What

subjects should such legislation address?" Consider and comment

on such matters as: establishment of a consolidated administra-

tive process for the siting of LNG facilities." The Transporta­

tion of Alaskan Natural Gas, Joint Hearing Before the Senate

Committees on Interior and Insular Affairs and on Commerce, 94th

Cong., 2d Sess. 450 (1976). The Commission responded:

13/ Executive Order No. 10485, for example, provides that "[t]he
Commission shall have the power to attach to the issuance of the
permit and to the exercise of the rights granted thereunder such
conditions as the public interest may ... require." 18 Fed.
Reg. 5397 (1953).
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No special legislation for the establishment
of a consolidated hearing process for the
siting ~f LNG facilities is necessary. At
present the Federal Power Commission exer­
cises jurisdiction over LNG siting and facil­
ities under Section l(b), 3, 7(c) and 7(e) of
the Natural Gas Act (15 U.S.C. Sections
7l7(b), 717(f)(c), and 7l7(f)(e». In cases
of border facilities for the export or import
of natural gas to or from a foreign country,
Executive Order 10485, issued September 3,
1953, directs the Federal Power Commission to
consult with the Secretary of State and the
Secretary of Defense when reviewing applica­
tions for permits for the construction, oper­
ation, maintenance or connection of such
facilities. 3 C.F.R. 66 (1953). No other
agency or department of the Federal Govern­
ment has jurisdiction over the siting of LNG
facilities. Id.

If Congress disagreed with this interpretation, it has had

ample subsequent opportunity to legislate a different one. Thus,

the Commission has authority over the siting of Yukon Pacific's

export facilities.

b. The Commission Has Jurisdiction Over the
. Construction and Operation of Yukon Pacific's
Facilities

Yukon Pacific also argues that the Commission is without

jurisdiction under Section 3 of the Natural Gas Act over the

construction and operation of its facilities, because they will

not be "at the border," citing the Commission's decision in

Phillips Petroleum Co., 37 F.P.C. 777 (1967). Pet. at 18.

However, the "at the border" language relied upon by Yukon

Pacific appears in Executive Order No. 10485, not in Natural Ga~

Act Section 3 or Delegation Order No. 0204-112, and relates C~.i
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to the requirement for a Presidential permit. The scope of

authority conferred by Section 3 has been construed broadly. For

example, the D.C. Circuit defined that authority in Distrigas

Corp. v. FPC, 495 F.2d 1057, 1064 (D.C. Cir.), cert. denied, 419

U.S. 834 (1974) (hereinafter "Distrigas") as being:

plenary and elastic . . • In short, we find
it fully within the Commission's power so
long as that power is responsibly exercised,
to impose on imports of natural gas the equi­
valent of Section 7 certification require­
ments ••• as to facilities. . •. Indeed,
we think that Section 3 supplies the Commis­
sion not only with the power necessary to
prevent gaps in regulation but also with
flexibility in exercising that power -­
flexibility far greater than would be the
case were we to hold that imports are inter­
state commerce, automatically and compulso­
rily subject to the entire panoply of Section
7's requirements •

Although Distrigas involved a natural gas import, its

reasoning is equally applicable to exports, and the Commission

has followed it in both types of cases. See, ~., Inter-City

Minnesota Pipelines Ltd., 29 FERC ~ 61,105 (1984) (import);

Valero Transmission Co., 27 FERC l' 61,152 at 61,274 (1984)

(export). As the Distrigas court noted, the distinction in

Section 3 is "not between imports and exports, but between

foreign and interstate commerce." 495 F.2d at 1063. Thus, the

Commission's authority under Delegation Order No. 0204-112

encompasses the construction and operation of Yukon Pacific's

export facilities.
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The Phillips decision does not require a different result.

Yukon Pacific mischaracterizes the Commission's action there,

erroneously asserting that lithe FPC found in that case that it

had no jurisdiction over the construction, operation, or main-

tenance of facilities used in the exportation of natural gas to

Japan. II Pet. at 16. The Commission made no such finding. The

Phillips decision does not even analyze Section 3. The Commis­

sion merely determined that no Presidential permit was required

by Executive Order No. 10485 on the facts presented. It certainly

did not hold it was without Section 3 authority; to the contrary,

it exercised continuing jurisdiction to specify that the appli­

cants could not "materially change or alter their export opera­

tions without first obtaining the permission and approval of the

Commission. II 37 F.P.C. at 778.

The factual circumstances of Phillips were also quite

different than Yukon Pacific's. The Commission in Phillips was

presented with a complete factual record, including export

contracts, volumes and prices. There was no question that the

facilities would be used solely for the export of gas or that the

producer-applicants had a gas supply. That is not the case

here. Yukon Pacific has not furnished any contracts for the sale

of gas in foreign commerce, nor has it shown a gas supply to

support its project. Moreover, Yukon Pacific intends to utilize

jurisdictional facilities to transport gas to its liquefaction

facility. The Commission obviously has jurisdiction over facili-
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ties that will be involved in both interstate and foreign com­

merce. See,~, Border Pipe Line Co. v. FPC, 171 F.2d 149, 151

(D.C. Cir. 1948) ("Of course, if a company be in both interstate

and foreign commerce, one might burden the.other and so produce

the result which the burden of intrastate or interstate commerce

causes."). Therefore, the Phillips decision provides no basis for

disclaiming jurisdiction over Yukon Pacific's planned project.

2. The Commission Has Jurisdiction Under Section 7
of the Natural Gas Act, the Waiver of Law, and
the President's Decision

If Yukon Pacific is not feasible as a purely export project

and transports gas destined for lower 48 markets, as it has pre-

viously stated it would, then the Commission will, of course,

have Natural Gas Act jurisdiction over Yukon Pacific.

Yukon Pacific's intended use of the AGCF also raises sig-

nificant jurisdictional issues. The AGCF was made subject to the

Commission's jurisdiction and authority under the Natural Gas Ac:

and the President's Decision by the Waiver of Law. The Waiver

amended the President's Decision "to include the gas conditioning

plant in the approved transportation system and in the final

certificate to be issued for the system." The Commission has

accordingly included the AGCF in the conditional certificate

issued to Alaskan Northwest. The legislative history of the

Waiver makes clear that the Commission has jurisdiction to revie~

the cost estimates, design, ownership, tariffs and allocation a:
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costs of the AGCF. See S. Rep. No. 97-272, 97th Cong., 1st Sess.

33-34; H.R. Rep. 97-350 (Pt. 2), 97th Cong., 1st Sess. 15-16

(1981). The House Report stated at page 16 that "[t]he Commis-

sion must carefully review the plant design and cost and allow to

be included in the tariff only those which are clearly allocable

to functions necessary for transportation of hydrocarbons through

the approved system". Because Alaskan Northwest and the North

Slope producers have only designed the AGCF for the ANGTS, Yukon

Pacific's use of the facility would require modification of its

design and capacity. Such modification to handle TAGS' volumes

would clearly be within the Commission's jurisdiction. For

example, if Yukon Pacific were to seek an ownership interest in

the AGCF, the Commission would have direct jurisdiction over

Yukon Pacific. The Commission's Section 7 jurisdiction over the

AGCF would also give it authority to condition a certificate for

the AGCF to assure that TAGS' utilization of ANGTS facilities

would not burden the ANGTS, increase costs to interstate con-

sumers, or otherwise interfere with the completion of the ANGTS.

Moreover, the fact that Yukon Pacific will begin at the

discharge side of mainline ANGTS jurisdictional facilities and

the fact that all TAGS feed gas will have been commingled with

gas committed to the interstate market in those facilities prior

to its introduction into TAGS raises significant questions

whether Yukon Pacific's entire facility is subject to Commission

jurisdiction under the co-mingling doctrine pursuant to Section 7
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of the Natural Gas Act. See,~, California v. Lo-Vaca

Gathering Co., 379 U.S. 366 (1965); Louisiana Power & Light Co.

v. FPC, 483 F.2d 623, 627 (5th Cir. 1973), cert. denied, 416 U.S.

974 (1974).

3. A Disclaimer of Jurisdiction Would Violate
the Commission's Duty to Protect the Public
Interest

There is no question that Yukon Pacific's TAGS project is in-

tended to be competitive with the ANGTS. At this time, sufficient

proven North Slope reserves have only been shown to support one

large diameter pipeline project. This has been the testimony of

the North Slope producers. Yukon Pacific has itself indicated it

is a competing project. Pendleton Thomas, then President and

Chairman of the Board of Yukon Pacific, testified before Congress

in 1983 that the ANGTS and TAGS "may be in conflict in the sense

that both of us are vying for the same gas." 1983 Hearings at

161. In perhaps an unguarded moment, later at that same meeting,

he admitted the projects would be competitive:

After the [Governor's] report was released,
and I and some others became involved, we got
into a conversation as to how we could make
an accommodation, for ANGTS, because we
didn't feel it was in the best interest of
either one of us and we wanted to work out an
accommodation where both of us could live in
the right kind of atmosphere if at all pos­
sible. I feel they are competitive projects,
so we came up with a concept of a common line
from Prudhoe to Fairbanks, and it has been
discussed with a number of various people.
Id. at 192.
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In this same vein, Mr. Hickel's December 8, 1983 letter to

the Commission Chairman made clear that Yukon Pacific was being

proposed as "an alternative system for transporting North Slope

gas to market." (p.2)

The Federal Inspector has also determined that Yukon Pacific

is attempting to compete with the ANGTS. Yukon Pacific, which

evidently has done no significant engineering of its own,

attempted under the Freedom of Information Act ("FOIA") to gain

free access to confidential ANGTS engineering and design work

funded by Alaskan Northwest and the producers. In denying Yukon

Pacific's appeal from an adverse FOIA ruling, the Federal

Inspector found as follows:

I wish to emphasize that despite YPC's pro­
testations to the contrary, it is a competi­
tor of NWA, and release of information, over
and above that already provided, would sub­
ject NWA to substantial competitive injury.

YPC has itself on prior occasion acknowledged
that it is a competitor of ANGTS. It has
initiated action to dismantle NWA's Federal
"franchise" to transport and market North
Slope natural gas in an effort to promote its
own project. (Letter from John T. Rhett,
Federal Inspector, to Jeffrey B. Lowenfels,
counsel to Yukon Pacific (Aug. 30, 1985) at 5
(hereinafter "OFI Decision") (attached as
Appendix H».

The Federal Inspector agreed that Yukon Pacific was seeking

to compete with the ANGTS, not only for gas supplies, but also

markets:

Moreover, while YPC claims that the respec­
tive companies markets are in disparate geo­
graphical regions, it appears that the West
Coast of the United States is a market common
to both projects.
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YPC ignores the fact that it and NWA are com­
peting pipeline proposals; the former, a
prospective enterprise, has done virtually no
planning or design, and the latter, has gone
to considerable expense in planning and
design activities. NWA has something of
great value to YPC, the "technical data and
know-how required to construct a large
diameter arctic gas pipeline and gas condi­
tioning plant at Prudhoe Bay." OFI Decision
at 5-6.

Most recently, the project description included in the pub-

lic notice of the environmental impact statement to be prepared in

connection with Yukon Pacific's amended right-of-way application

shows clearly that the gas supply upon which the TAGS project

would rely is the same known North Slope reserves upon which the

ANGTS is predicated. (BLM, Notice of TAGS Environmental Impact

Statement, Attachment at 4) (excerpts attached as Appendix I).

Congress, however, has already selected among competing

proposals for the delivery of North Slope gas to market, first in

ANGTA and then in Public Law No. 95-158 ratifying the President's

Decision. Congress there determined that the public interest lay

in the delivery of this gas to the interstate market. The

Congressional commitment to the ANGTS for delivery of Alaska

North Slope gas to the lower 48 is made clear by an unbroken

series of legislative enactments.

In Title III of the Trans Alaska Pipeline Authorization Act,

Congress directed that steps be taken to assure delivery of

Alaskan gas to the rest of the nation. In ANGTA, Congress de-

clared that "the expeditious construction of a viable natural gas
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transportation system for delivery of Alaska natural gas to

United States markets is in the national interest • • . " 15

~ U.S.C. S 719(3). "Alaska gas" was defined to mean "gas derived

from • • the North Slope of Alaska. ,i
• • • Id. s 719b(1).

~,

--"'

-,

~

~

3

'1

=7

~

d

-,

-d

_i;

~

Congress further provided that such a system must "assure deliv-

ery of Alaska natural gas to points both east and west of the

Rocky mountains in the United States." Id. § 71ge(a)(1). Thus,

North Slope gas was to be shared as much as possible with the

entire country. The legislative intent that North Slope gas be

delivered to the lower 48 states is also evidenced by ANGTA

Section 12's additional restriction on its export. Congress

there made clear its intent that U.S. consumers benefit from

Alaskan gas directly, by its transportation to the lower 48, or

indirectly, by the delivery of equivalent Btu's of energy at

equivalent prices in an exchange of Alaskan gas for a foreign

supply of energy.

The President's Decision was also premised on the avail-

ability of North Slope reserves to the ANGTS, stating that "[t]he

expected volume of gas to be available initially from the Prudhoe

Bay field is 2.0 to 2.5 billion cubic feet per day (bcfd). The

system described herein is designed to handle this throughput

volume." Decision at 6. See also Decision at 89. The initial

design capacity of 2.0 to 2.5 Bcf per day equates to the 26 TeE

of proven North Slope reserves. Similarly, the Decision's

requirement for private financing of the ANGTS was based on t~e
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availability of proven North Slope reserves to support the

project. Id. at 101.

Congress reaffirmed its commitment to the ANGTS in a joint

resolution enacted on July 1, 1980, providing that "it is the

sense of Congress that the [ANGTS] remains an essential part of

securing this nation's energy future and, as such, enjoys the

highest level of Congressional support for its expeditious

construction and completion

Cong., 2d Sess. (1980).

" S. Con. Res. 104, 96th
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This legislative commitment has been recognized in congres-

siona1 testimony. R. Tenney Johnson, then General Counsel of the

DOE, testified before Congress on the Waiver of Law that "[w]e

believe there would have to be a legislative act to permit the

exportation of natural gas from Alaska." Waiver Hearings at 143.

Even persons who have given some encouragement to Yukon Pacific

have recognized this legislative commitment. Then Secretary of

Interior William Clark wrote on March 20, 1984 to Mr. Hickel that

"[a]s you know, there is an existing legislative commitment to

ANGTS for delivering North Slope gas reserves to the domestic

market." (attached as Appendix J) •

Yukon Pacific is trying to evade the ANGTS selection process

by resurrecting proposals foreclosed by the President's

Decision: the export of North Slope gas and construction of a

LNG system for the delivery of Alaskan gas to market. Indeed,

Yukon Pacific is openly critical of the ANGTS process, stating as

follows:
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There is something wrong with a process which
requires a license holder, such as NWA, to
spend millions upon millions of dollars to
"not build a project". In preparing its
project, Yukon Pacific Corporation seeks to
avoid falling into the same trap. Yukon
Pacific Corporation does not, and indeed will
not, develop its project to the level and the
degree which NWA has developed its project
until such time as Yukon Pacific is assured
of its market, has gas contracts in hand, and
can guarantee that the project will be
built. (Letter from Jeffrey B. Lowenfels,
attorney for Yukon Pacific, to Rhodell G.
Fields, OFI at 9 (July 22, 1985».

As expressed in Yukon Pacific's own words, it is not so much

a project at this time as a concept in search of endorsement by

some governmental entity to lend it credibility: By its Petition

for Declaratory Order, Yukon Pacific is asking this Commission to

become that entity. The Commission, however, should not let its

procedures be used to further a project fundamentally at odds

with the public interest as expressed in ANGTA and the Presi-

dent's Decision, with the many actions taken by this Commission

and other federal agencies in furtherance of the ANGTS, and with

international covenants with Canada. Alaskan Northwest is not

here saying there can never be another energy project on the

North Slope. At some future period, sufficient reserves may be

proven to support other large projects. For now, though, if

Yukon Pacific is seeking to change the "basic nature and general

route" of the ANGTS, consistent with ANGTA, 15 U.S.C. § 719g(e),

it must do so through legislation, not through a petition for

disclaimer of jurisdiction.
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CONCLUSION

For the reasons stated herein, the Commission should dismiss

Yukon Pacific's Petition. If the Commission acts on Yukon

Pacific's Petition, it should find jurisdiction over Yukon

Pacific under the Natural Gas Act, including Sections 3 and 7,

the Waiver of Law, and the President's Decision.

Respectfully submitted,

ALASKAN NORTHWEST NATURAL
GAS TRANSPORTATION COMPANY
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William J. Moses
General Counsel
Northwest Alaskan Pipeline

Company
275 East 200 South, Suite 300
Salt Lake City, Utah 84111

Dated: February 13, 1987
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William J. Grealis, P.C.
Ronald M. Johnson
Shaheda Sultan
Akin, Gump, Strauss, Hauer & Feld
1333 New Hampshire Avenue, N.W.
Washington, D.C. 20036
(202) 887-4000
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served the foregoing

document upon each person designated on the official service

list compiled by the Secretary in this proceeding.

Dated at Washington, D.C. this 13th day of February

1987.

~~
Shaheda Sultan
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APPENDIX II

Trans Alaska Gas System: Economics of an Alternative for North
Slope Natural Gas Report by the Governor's Economic Commit­
tee on North Slope Natural Gas
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t. Int ro:luct: ion

'1'llis Cclmtittee repott offers three IIIllJor CXlNIiaeratioNl for ~ion:

Pirst. the, lacl< of pralt't dl!Y@lopnent of a transportation systen for

roving Prudhoe Bay natural gas and liquids is r~sulting in a lost

oppottunity for the naelon. state of Aluka and producers of the gas to

galn ecollClTllC benefits and new enerqy supplies.

seeom. the Japanese marl<et for liquefied natural qas will double. at

least. l:¥ the end of the decade. Ant icipated Japanese demand has caused

owners of natural gas in canada. Australia. Indonesia and the Soviet

Union. lIIIO'lg other nations. to plan and bJild qas transpottation systems

to J!II!<!t this marl<et.

Pailure on the part of all owners of Prudhoe Ray gas to ~

expeditiously in J!II!<!ting a portion of Japan's needs may HrellOCably

eliJninate any future participation in Alae"a'. IlI:l8t natural IIIlIrket and

could prevent sale of Hotth Slope gas in market through the end of the

century.

'1'llicd. the CJ:r.r!littee's report outlines a Trans Alaska Gas Syst"", wtnch

can be bJilt. may~e in world IlIilrl<ees. lS flexible in its ability

to respond to changing markets. and offers the nation and Alaska

substantial benefits as it responds to the problems cited above.

Poutteen years ago. the largest quantity of oil and gas known to exist

in a single Horth A/lerican field was diecovered at Prudhoe Bay. Alaska.

In 1977. oil began flowing south through the trans-Alaska pipeline.

Effotts of the state, the federal goven1lllent, and private industry to

bring that natural gas to lin American II\lIrket ....ve, 110 far. been

unsuccessful.
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u8eCl within the .ute of Alaska as a petrocn.rucal industry

feed8tock. '!bus, a .-parate S3 billion pipelifll! rwedI!d to carry

the l1quida frClll the Slcpl! (alth0u9h lIaIlI! l1quida could be carried

in the Alyeska pipelifll!), as projected by the Dow-Shell

Petroch8ll1cal Pualbllity Study in 1981, would not be necessary.

C. !lOre flexible IMrkI!tS: '1'tll! TrllNl-Alaaka GlUt 5ystl!ll\ IlWlkes North

Slcpl! gas and its rnpl!Ctive CCJIpXll!nts available to tM world

INlrket bl!cauSl! of lts tenninus at tidewater. ~, it national

-=urity conc:erna dictAte that uncc.I1tted natural gas frCIII Alaska

IU8t be U8ed in the llnited Stat.. , it can be. If that gas finds a

INlrket eleewhere in the paclf ic RiJIl, it can answer those needs

too. O\III!r the real life of the project, which is likely bI!yond the

ex-1t11le1lt tem _ry for financin;, tile pipelifll! could III!rvI!

r»rri different .rkets.

Flexible financinc: '1'tll! Trar.s-Alaska Gas systl!ll\ is made up of

several discrete ~nts Which can be owned and financed

eeparately or together. possible advantages here include use of

lower COIIt financ:in; on sc:me systl!ll\ ~nts through tax u~

debt instrwnents or 1JrIlort~rt financing of a foreign supplier

or buyer. Different owners lll4y require different eqIllty returns

due to varying financial risks of construction completion.

Pinally, simply because of the large magnitude of the proJect, it

eay be advisable to distribute riSkS among several different

parties.

ownership of the gas: Traditionally, oil producers have scld gas

at the wellhead in the United States bl!caulll!, SIIlOn; other reSl;Oll&,

gas is IlCre highly-regulated than oil. Inler the TJc.S concept, gas

producers could own tM gas at tidewater as well as at the North

Slope. The advantage to this concept is that a "bl!aChhead" rather

than "wellhead" price could be established undl!r Cl!rtain syst~

ownership and regulatory lICef\llrios. '!bis, carbined with the"

flexible market CQrslOeration outlined above, allows negotiated

sales terms thrOUO;'>oUt the life of the proJect WhiCh could provide

owners of tM gas "lgher returns.

E.

D.

t
4; ..
~

4-;

~.
~1"1

o-"i

~

-~

"'"

"""

5



387

ECONOMIC ANALYSES

The Information and _Umptlorwl eontained he!'eln are baaed in part on

tl'le ed¥:Ie. o( and information .\Wllecl by the Start o( the Committee and

ita actviaon. The Information contained nerein it beli ....ed reliable but Dillon

Read male. no warranty or repro_nation with r-.peet to the aeeuraey or

eomplet_ o( the Information or that o( the oplniorwl baaed thereon, nor

doel DWoa Read _urne any liability with rspeet to the Ute o( or (or

damar- ~ultJnc (rom the Ute o( any information, method, proe_ or

opiniOlll d1aclcaed in the analyses.

Dillon, Read &: Co. !nc.
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traJWPOrt~ the NGL produeU throuch the SYitam'l plptiine It II p<*ible to

avoid the financiJ'll and eorwtNctlon of a sepvata liquids plpe.line « an

alternative traJWPOrtation and proc_i,.- system t« NGL removed and

condi tioned on the North Slope.

Condltioninlrj Faern tis in South Ala*.. P\ptiine tralWpOl'tation of all

gu products alloW! conditioninc ot the products on the South Coat or

Aluk.. Col'8truetion of the eondltioninc faemtl. ineludi,.- the gu tnat~

plant to remove the CO2, and the enraetion, fraetlonation and toadlre and

storllie faemtl. for the NGL. on the South Coat is expeeted to result in

subetantial COl1ItNction and opentirc and maintenance COlIt savilli' u com­

pared to North Slope COl'8truetion and operation.

Shared Coat Savinp. The potential eest KVinp resulting from the

integrated nature of the System's design enabU,.- common tramportation

and South Alulta eondltioni~ and liqueCaetion is shared by all System ps

products and not just the methane and ethane produetl.

Potential Maric:eU. System LNG and NGL produetl would be available

in South Alaska for shipment to marltetl. Shippin( COlIti. however, wW

signifieantly afCeet the COlts oC System products. and Crom an eeonomie

perspective the natural marltets. at least for LNG products. could be

expected to be the Far East, principally Japan, and the West Coat oC the

United Stat... Demand for LNG in Japan !wi provided higher price levell for

natural gu than in the U.S. In addition, Japanese poUtleal and eccnomic

-17-



,

...J

~

-"

oJ

'9

j

d'

-3

..J

'.~.. "'-

.~

f,.-

410

policl. have promoted the Importation of LNG procluets in lublItitution for

crude oillmporta. AI a COIlIequetl(!e,SYitem LNG output eou1d be e~ted

in the fif\tt instance to be directed towardr the JapaneH marleet as well as

the marleetl of other indlatria1ized Pacific rim natiOl5. These marleels will

also be Iub;ect to cempetltion from other Pacific area gas producef\t.

EJq!orti of AIuIw1 natural i- to ~ese or other forei(n marleets will

require the politicallupport and approval of the U.s. government.

Regu.Lation. The legal adVisor to the Committee, Bil"Ch, Horton,

Bittner, Monroe, P.tinger and Andel'lOn, believe that a project which

ll'anIporti UId proc..es pi lolely in Alaica and nports ias products to

foreign marleeta may be exempt~ from the purview of the Natural Gas Act

ilIIOfar as pipeline tariffs are concerned. It II bf'!lieYed, ·therefore, that

exportation of i" may result in a minimum of federal regulation.

The absence of Federal Enerp Reru1atory Commission ('ERC)

Ntemaking authority in connection with the SYitem would m_tfiat the

~tem would not have the benefit of the I't!Iu1&tory procedures and

authori~ for ~ing on mandated price levels in the form of tariffs for its

gas productll to cc.aulllers. ConMf\tely, absent such regulatioll5, the System

would not be COIIItrained by regulated maximum tariffs and could negotiate

tariffs which refieolthe System's economic value in the marleet place rather

than its historic eests. Under any circumstanets, howeYer, the jurisdictional

nature of the System will have a major il'llp8ct on System economics and

muat be determined at an early stage.

.while the legal adVisor believes··that, absent PERC regulation, the

SYlum may need a certineate.of public convenience and necessity from the

-18-
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Ot!lft d.u. _ ~ in tt. .ute CCll.1d pot8Iltially t:. .~ by

either the Uuta~ Authority'.~ intft'tie~

~.., Pairo..u or thr'cluqh~ at 1_ "lll&tlle

IIDrth Slope 9U productll N:h ..p~ in rail tmlc car., eh~
alClrlg the c:out, or t:arqM 1n the riwr ~1It..

8. 'I'le tDWer 48 Stat.

'NO pouibla eft.. to brtw; UIl trc- Aluta into the __ Q)ut

haw bM!n brouqht to the cc..1ttee'. attention u having poUntial

to ACei lie large ecale ehipe an:l to !lOOk into currenely Gieting

0.5. p~li.. -r-t-. ov.rall~ 1n the -.ort terll trc- Mtil

at thea _ J.ooU ~l tas.r, Iut ..-Jtual cMn9M 1n the 0.5 •

.,...., p1ctu~ tor UlG c:ou.ld t:. .-t in this -.wr.

1. POint CD!lC!ipt.ion

.-cUic AlaRa UlG ...-x:i8t.. hU~ a total at u.o.t 400

m1110n dollar. to dee1qn, enqiMer and 9ain pemtA tor a
project loll'Jich w:lUlcl Mtab1illtl lWl UIl nteeiving t.mnal lt1th

connection to ex18ting natural 9U trunk l1~, ~r POint

~ion, Cll..1Uornia.

Although tM~~ly nteei...-d a final dting approval

frCIII tM California Public otil1ti_ o:-1..ion (CPJr::), it Me

filed lt1th the CPJr:: to haW" the project "pr_rwd tor futu~

ua". 'n'le CCIIPB"Y indicated that California'. natural 9U

..-ia ar. curreatly being -.t trc- l~r 48 .xl~, alonq

\il t h sane canadian and Ml!Ziean ~11... It rl!pl rted the

project is~lecl to bf!9in exnatruction in 1986 tor

~letion in 1990 and that IIOUrcea of UIl in addition to

thoef! cent cactecl f~ Alulta'. CDoI< Inlet will be 8CIlJ9ht to

feed into tM Cll..11fornia receiving t.mnal.

C'~rrently PacAlaaka UIl hU -=uracl 1« II1l11on cubic teet per

day or sl1ghtly over blO thirtla of tM ~rwe_ry to

cow r the fir at. phaa at 200...c1'tl. 'nle aecond phuf! i.

8ctledu1ed to pcoceu an add1tional 200...c1'tl. lID centr act.
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The proposed terminus has a processing limit, under california

law, of 1.3 billion cubic feet per day. Of this total limit,

supply calI11itments total 644 MMCFD.

Assumming Indonesian commitments hold, therefore a window of

656 nm:::fd would exist for North Sl~ gas or other supplies to

reach the limits of the facility. Uncertainty continues,

however, as to Whether the California market will present

prospective denand in 1986 to bring about any financing and

construction of the PAC Alaska project.

-23-

The Port's Cherry Point area has several features necessary

for the siting of a major recei Vlng terminal. 'nlose features

include deep water close ashore, large upland sites, heavy

inpact industry zoning in place, and industrial utilities. As

a primary additional feature, the site is currently served

with a 16' diameter high pressure natural gas pipeline

connecting to the natural gas grid system serving lIllch of the

pacific Northwest.

In connection with the committee's work authorities of the

Port of Bellingham have requested that it be considered as a

potential terminus in the Lower 48 to receive LNG shipments

fran the proposed Trans-Alaska Gas System.

havoe been signed to supply any part of the phase two demand.

In addition to the scheduled Alaska supply, Pac Alaska LNG has

signed a letter of agreement (due to expire in 1983) with

Indonesian sources for approximately 555 MMCFD.

2. Port of Bellingham

Bellingham, Washington has, for the past 20 years, sought to

serve Alaska as a southern terminus for a major transportation

system joining Alaska and Washington.
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Application for
Right of Way
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SUBMITTAL OF

YUKON PACIFIC CORPORATION

BEFORE THE
UNITED STATES OF AMERICA

DEPARTMENT OF INTERIOR

PROPOSAL FOR 36 INCH AND/OR 48 INCH [O.D.] PIPELINE
WITH APPURTENANT REFRIGERATION AND METERING SITES,
FOURTEEN (14) COMPRESSOR STATION SITES. AND TIDEWATER
PROCESSING FACILITIES.

TRANS-ALASKA GAS SYSTEM

~

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

~

May~~L ~_



---'

1. Name and Address of Applicant

The name and address of the A~plicant is Yukon Pacific

Corporation. an Alaskan corporation. with its principal place

of business at P.O. Box 10-1700. Anchorage. Alaska 99510.

2. Name. Title. and Address of Authorized Agent

The name of the authorized agent of the Applicant is

Jeffrey B. Lowenfels of the law firm of Birch. Horton. Bittner.

Pestinger & Anderson. 1127 West Seventh Avenue. Anchorage.

Alaska 99501. All inquiries regarding this applicatton should

be directed to him at the above address.

3. Telephone Numbers•

The telephone number of the Applicant is (907) 279-1596.

~

~

Applicant's authorized agent's telephone number is (907) 276-1550.

=--z
~-

~

4. Corporate Application

The Applicant is applying for this right-of-way permit as

,;;",;;

~

:,;,.;;u

a corporation. Applicant meets the requirements of 30 C.S.C.

Section 181 and is a corporation organized under the laws of the

State of Alaska. Attached hereto as Exhibit A is a copy of the

Articles of Incorporation of Yukon Pacific Corporation. duly

certified by the Commissioner of the Department of Commerce and

Economic Development.

Attached hereto as Exhibit B is the certificate of good

standing by the Commissioner of Commerce and Economic Development

-1-
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for the State of Alaska, indicating Yukon Pacific Corporation

haa complied with the laws of the State of Alaska governing

domestic corporations to the extent required to entitle it

to operate and do business in that state.

Attached hereto as Exhibit C is a copy of the Resolution

of the Board of Directors of Yukon Pacific Corporation autho-

rizing the filing of this Application •

Attached hereto as Exhibit D is a copy of the Bylaws of

Yukon Pacific Corporation.

Yukon Pacific Corporation is a private corporation.

Attached hereto as Exhibit E is a listing of shareholders

owning more than three (3) percent of the corporation. There

are presently no affiliates.

Applicant will apply for temporary use permits as their

need becomes apparent through additional surveys and studies.

There have been no applications for temporary use permits

filed previously.

Applicant will provide the Bureau of Land Management with

lists of all fedetal lands impacted by agency as those agencies

are identified.

-2-
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S. Authorization

Applicant fil.a this right-of-way permit application for
I

a new authorization.

6. Citizenship.

As Applicant is filing a8 a corporation, citizenship i8

not applicable.
. .

7. Project Description

<a) Type of system or facility

Applicant hereby applies for a right-of-way permit

for the construction and operation of 820~ miles of natural

gas pipeline, 415 miles of which crosses Federal lands in the

State of Alaska. These lands are administered by the Department

of the Interior, the.Department of Defense, the Department of

-' Transportation and the General Services Administration. Some

~

~

of these lands are adjacent to the Denali National Park and the

Kenai Moose Range.

(b) Related structures and facilities

Applicant applies for rights-of-way for fourteen (14)

~

~

t:»

....,~

~

-
compressor stations to be indivi~u~lly and separately located

on fifteen (15) acre tracts, one (1) refrigeration unit and

aetering site to be located at Prudhoe Bay on state land, and

tidewater processing facilities at Nikishka, Alaska, on the

Kenai Peninsula •

-"--
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We know of no alternative being considered which will

make North Slope gas available for export markets in the Pacific
I

Rim. Alternative technologies which have been discussed include

LNG submarine and ice-breaking tankers, but the technology is

unproven and highly speculative in the context of our projected

market.

l3(b) Why Alternative Was Not Selected

The Alaska Natural Gas Transportation System is not

proceeding at this point in time due to financing and market

conditions. It is Yukon Pacific's belief that an export

---"

--:;

market will demand gas from Prudhoe Bay first, but the company

has stated its willingness to build a 48 inch O.D. pipeline

from Prudhoe Bay to Fairbanks for the purpose of supplying

gai for the overland route to U.S. markets. Sponsors of the
i=dl

9

~

~

~

~

I'1-

l

[
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t
r:
L

b
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Alaska Natural Gas Transportation System have not yet accepted

the "Y-line" option pending further definition of Asian and

U.S". markets.

Alternative approaches to tidewater have been studied

on the basis of cost, environmental impact, and the projected

needs, short and long-term, of spore-based processing facilities.

Of the alternatives available, we feel Nikishka is the best due

to the common infrastructure of gas processing already in place

or likely to be built, the relative ease of pipeline construction

to that point in comparison with mountain crossings in other

-8-
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:1 THE INCREDIBLE SHRINKING PROJECT
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How much Is
26_000cubic feet?

The 26 trillion cubic feet of known natural gas reserves on Alaska's
North Slope \\-ould fill Anchorage's Enserch Center Building- formerly
known as the Hunt Building-600.000 times. It would satisfy current
naturalgas demand in Soutbcentral Alaska from Homer to Talkeetna for
the next 578 yean.

Before compression and liquefication. the amount of natural gas that
would be shipped to Pacific Rimmarketseach dayUDder euJTent plans for
the Tr3J}S-Alaska Gas System would fill the Enserth Center 53 times.
1ftnry days of production at full TAGS capacity would satisfy a yur's
worth of naturalps demandin Southcentrll Alaska.

How about the estimated 510 billionprice!agb theTAGS project?If it
werepaidoff with one lUIDp1Um payment in$100biDs. the bills- attached
end~ -wouldreach from Valdez to 1bkJo. ADd bIdt. Andback again.
And sti1l havemoucb leftat the end of the IiDe to fuDd Alaska's 1987capital
budIet. 'tWice.
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"BIG PROJECTS.- declares
Wah~ Hickel Sr. "Tbat's
.-bat the .·orld needs
taday~

For the l1li In- JUrs. tM former
Alaska JOY'e"IGI' andU.S. Interior IeC'
retarY bas beta spearheading a crusade
to brine North Sa. natural ps to
tidewat~, liquefy it and transport it by
the tukerful to East Asian markets.

BiI? You betcha. The bilgest. With
.. initial pricetag of 517.2 billion, the
'Inns·Alaska Gas System was twice
the size of t.hr lareest private project
eYer built. And even then left enough
IPlre change anthe table to underwrite,
uy. a fe-' dozen surimi plants and a
handful of four-lane expressways from
inland lead-nne mines to port.

But ever since the idea of developing
infrastructure to sell liquefied natural
gas to the Pacific Rim was conceived.
the bottom line's been shrinking.
And shrinking. An engineering break­
through here. A pipeline route refine­
ment there. The net result: a project
that's now conservatively estimated to
cost $10 billion. And falling.

"If we aren't careful, well end up not
being the biggest." quips Mead Tread­
well, vice president and treasurer of
Yukon Pacific Corp.. the company at the
forefront of the Trans-Alaska Gas Sys­
tem (TAGS)effort.

Truth is. however, that despite pre­
vailing, widespread skepticism about
the prospects for any plan to deliver
North Slope gas to any domestic or
export market, Yukon Pacific just
might be closer than ever to shrinking
TAGS into reality.

"The biggest stumbling block at this
point is not financing. and it's not our
(price) competitiveness," states Hickel,
the chairman of Yukon Pacific. "It's
bringing all the end users together
(under a single purchasing entity) to get
the project off the ground. As soon as
we tie up the markets. we1J have a
project."

Challenges to tying up those East
Asian markets have been numerous and
multifaceted. but most fit neatly into
two simple categories: convincing deci­
lion makers in those DW'kets tbeyll be
able to use TAGS's 14.5 million·ton
lIIlI1ual LNG capacity by the tum of the
ceatury and convincinI them to make
Iaq-tmn commitments to satisfy that
DeW demand with ps from AJasb's
North Slope instead of other Pacific
Rim.Canadian or Middle East lOUrCes.

Most significant in cuttiDI COlts:

maximizin~ usc of e",i~tinJt infra~ruc·
ture. cost controls at tht' construction'
phase. better Arctic construction and
engineering techniques, minimizing the
length of the pipeline from Prudhoe Bay
to tid"·ater. construetion competirion
and "",. inflation in recent years.

Most of the $7 billion-plus shaved off
TAGS's pricetag 10 far has been attrib­
utable to tangibles. Intangibles like
labor costs. construction cost savings as
compared to the oil pipeline and ~g­

ulatory compliance have yet to be
addressed.

'While ongoing cost reductions have
played a central role in Yukon PJcific's
progress toward clearing both hurdles,
a number of global considerations "'ilI
shape the outcome as well: the growing
trade imbalance between the United
States and other Pacific Rim countries.
uncertainty over hOYo' long the current
oversupply and lov.· prices of oil and
natural gas ..;11 last and the future of
nuclear energy, to name a few.

Net impact of all of these factors
should become clearer early this year
when Yukon Pacific. AReO Alaska (ODe
of the three possible sources of North
Slope natural gas) and a consortium of
potential Japanese investors and end
users finalize an 24-month "pre-feasibil­
ity~ engineering and market study of
the project. Parties are scheduled to
meet this month in Tokyo and in April in
Anchorage to wrap up the study and
determine .'hether commercial pros,
pects for TAGS are encouraging enough
to proceed .·ith further studies. A con-

•

sortium of Infn Korean firms ha" been
conducting its own study of the project
as "·ell.

"The project actually looks bettl"r
today now that we've raised all the
issues thanit did when we had oil at $30
a banel: layS Hickel. "Five years ago .
noonetookit leriously. Three years ago
people ltIrted to look at it a little, and
today they're looking at it very seri­
ously.-

The lureofAlaska North Slope natu­
ral gas: knewn reserves in excess of 26
trillion (26,000,000,000,000) cubic feet.
Trillions more yet to bediscovered. The
snag: finding a cost-effective 'A'3y to get
it to market, especially in a climate of
declining oil and natural gas prices. So
far. the vast majority of the North Slope
natural ps extracted in conjunction
.·ith oil production has been reinjected.

Not that there's been a shortage of
project proposals: the Arctic Gas pro­
posal to build a ps pipeline across
northern Alaska and Canada and then
south to the U.S. Midwest. The EIPaso
plan to build a pipeline from Prudhoe
Bay to Gravina Point south of Valdez,
liquefy the gas and transport it in tank­
ers to California, where it would be fed
into existing pipeline i1Urastructure.
The Alaska Natural Gas Transporta·
tion System concept of building a 4.800­
mile pipeline following the Trans­
Alaska Pipeline System (oil) south from
Prudhoe Bay to Fairbanks and then
following the Alaska Highway across
Canada and into the Lower 48.

How about a fleet of submarines to

=-+-----------------------
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transport L:-iG from the Slope under
the iceof the Beaufort Sea 12months a_liP'
• 'Williams Col.' AJasb Natural Gas
Transportation System proposal lot
further thaD the rest. It f"IIIl lOt an
aftidaJ DOd over the cOer two from
PlesidentJimmy~While it spent
S800 nUDioa teekinI permits. however,
it De'ftr secured thenecesury n,hts of
way. II DOW appean dead if not buried
because of prohibitive COltS and lack of
financinl. Coadudes 11985 Massachu­
letts Institute of TechnoIOI)' study of
North American ps nwtets and proj­
ects,~~ibility of Alasta natural
ps enterinl the domestic U.s. market
appears remote."

Yukon Pacific's nans·Alaska Gas
System proposal is the tint that's tar­
teted the Pacific Rim - specifically,
Japan. Korea and Taiwan. North Slope
ps exports aren't restricted, and they
doa't requirefederalsanctioninI,

Unlike the Lower 48 of the United
States, Japan, Korea and Taiwan are
almost entirely import-dependent for
their energy needs. Japan currently
imports28million tons of LNGannually
from six Middle East and Pacific Rim
projects, including the Phillips·Mara­
thonLNG plant on the Kenai Peninsula.

Other sources: Brunei, Abu Dhabi,
Indonesia (two projects) and Malaysia.
Ifs under contract to bel'in importin,6
million tons a year from Australia, start·
ina in 1989or 1990.

Korea is scheduled to belin buyin,
1.5 million toni of LNG annually from
Indonesia; liiwln is due to be,in
importinc 1 million tons I year from
Indonesia belinninl in 1990.

Accordin, to IQYemment andindus·
try projections in the three countries,
their collectiveLNGimports by theturn
of the century will increase to~n
50and SSmillion tons, TAGS promoters
are quick to point out that new demand
for LNG amon, Japan, Korea and Tai·
wan will exceed TAGS's capacity. But
barely.

Another M.I.T. study of world ps
markets concludes there aretwo groups
of LNG consumers in East Asia: the
Japanese and "The Rest. - Even with the
cunent projections of modest iJ'OWtb in
LNG demand in Japan for the remain­
der of the centuryand dramatic demand
increases projected for Korea and Tai­
wan,Japan still would account for about
80 percent of the LNG consumption
among the t~ee in the year 2000.

Problem IS, Japan's projections of
newL.'lG demand have been011a steady

Itide since the early lOs. Jr. April 1982,
its Ministry of International li'ade &:
Industry peued annual demand by
2000It 51.9million tons;by late1983it
bad downaraded the projection to 43
miJlioa tons, and in a later milion it
estimated 41.5 millioo. In June 1984,
the Petroleum Aaociation of Japan
(whole memben import oil) forKast
turn~f-thKenturydemandIt 40.9mil­
tion toni; bJ Aucust 1985, its projection
bad shriveled to 35.1 million-I mere 1
million tons mere than the country al­
ready is under contract to purchase by
then, a.ssuminI CW"mlt contracts due to
expire durinl the '9Os arerenewed.

Reason: Because of its vulnenbility
in I climate of soarin, oil prices or
lhortates, JIpID bas committed itself
to an agressiYe propam of nuclear
enerty deYelopment,and it says it will
be satisfying fully 50 percent of its new
aeneration needs with nuclear by the
tum of the century. L'IG would com­
pete with coal (including Usibelli and
Beluga coal from Alaska) and oil to
satisfy the remaininiSO percent. At one
point, Japan depended on oil for 80
percent of its enet'IY needs;by 1984, oil
dependence had been cut to 58 percent
and LNG accounted for 10percent.

While TAGS promoters have cut the
COlt of the -project almost in half sTnce
its iDc:eption, tMy've faced an uphill
struaIe coaviDcina the Japanese that
LNGdemanci could be cOit-tensitive.

Says Treadwell, -Discussions got
hUJllup on the issue ofdelivered price;
every time we met with the Japanese.
they'd say the LNG was still too expen­
sive. So we took a Rip Van Winkle
approach that pve the Japanese the
freedom to speculate how much they
could use if they got it at certain prices."
While official projections of future
demand haven't changed, headds. there
are indications that deDWJd forecasts
may be increased in view of this new

.approach. "We've had to sell the idea of
,elasticity of demand,- says the Yukon
Pacific vicepresident and treasurer.

Aside from the push to convert to
nuclear-said to be running behind
schedule already-the potential for ad­
ditional demand in Japan is Ipparent.
Hickel maintains Japan's nuclear ener­
fY pis are unattainable. and projec­
tions of 50 percent dependence on
nude.ar fornewpoeration needsby the
turn of thecentury arebarpininf chips
more than rul expectatioDs.

Tbree-quarten 01 Jalu's LNG is
UIed ill poftI' ...... ad DaDe is
.eel ill iDdUItI t. T'he CGUDb'Y still \lies
keJu.ne far the majority of its borne
cooIdnIad beatiq, in part becaUie of
an inadequate pipdine distributioa net·
workfar DItur.A1 pa. Says~!I'1J'
industrial anal,. in die U.s. .
men! ofCualuucrte ill'WuhiDctoft C.,
-In 1986, it's I rather anomalous situa·
tion for one of the 11"1 ,..:t i!!~~mr.Jlized
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Bay aDd the III 1iqueficatioa plant an AndenaD Bay ill ~1IDe••1CeDI1~1IIldd line required tWhca.
VaJda. The tmIy places the p. pipetiDe wiD be lboI;e'.....,., 'Dad .--.. r.t ad atber triIdlife
IftIUDd t._~.1 of . :.-:.- fa··10- --~. _il.""!~ ,: : .. "". - ". ,.,••,., ..~'•• ' .' .'area_ul.1u 1DlJQr1e_ .~- _.' _ ...•.... .•... c.17' , ' .". . '; '. ..:..' . .~ - -" ....• ~~.:.., -..; ." ~

".~=::'~ ~t IIWIt be-1ie*d to flow thrwib~~·lwl1·~====..:":=.
1faI.AlasbPipeliDeS,.~~IUflowIcoId. The YMSea.....~...~IDdice-fne .
colderthe PI. the ~~itoccaplel.Tbeltbe.~ .itapraidmilyadae~.__~b~~
DOdaDIer of the tiDe thawiDI die permafraIt. Quite the -a.)!n_.~.•:: 6It I . die
opp-jt,.Oae~dplJeace with UGS ismtDw Ilaaneltpallibiepipe1i8eraute~IQ"'JlDmm".,.gJ·
.aft ttJ:e daiDed tiDe doesn't freae ruDOlf~ C!D me.. imI*! fraaa ... the nietinl ...... corridcir.~ .
FJUDd. surfK:e~ cause a buildup. '.': •', I.HG=wi' ... pIaDed lor~"'15miJeI ftIt ofGeDenDr Ip"kina. the PI wfD~ at temperatures·. the u-J.:_ Senice Co. Mit iiiWl_TAPS: .
beluwfrea:iDa throagh the DOrtheruporbOn andattemper- - -&_~ . . •

atures justaimoe freez:iD& in the IOUtberu portion. . _. ODceMturaJpseuterll1aeLNGfIdJity.1rwiDbecoo1ed
About 2.3ballion cubic feetofaaturalPI wiDflowfroai- tD mima 1&0~..F~ far tique6c:atirm. Tbal .

Prudhoe Bay each day;~ cornpreuioD aDd the I.e' t1t~ ~lIteI "fIDIume~~-aoo.cubk 'feet of
of ps to operate theliDe and the LNG tankers the &mOUDl uturat..wiD becuine aliqle cabie_4 LNG. nere
willdiminish to 2.1 billion cubicfeetby the~ it tames wiD be~ eoo,OGO-buftl boIdiq tub edjace:at !O the
the tanken. Ten compreS&ioD Itations are p1aDDed. LNG fadIity to.-ure a 6w-daJ.1aPPiY rt.LNG.F~

. The TAGS psline wiD loDow the nistinl oil pipeline .LNG tID1a:n are pIaDDed to maR 280doctrjnl' I JIW'.
corridor from Prudhoe Bay to VaJdez. A eeparation of at i>Doe IUarrrv. ill Japan.Xora IDd1mwaD, k wiD be
leut 200feet aeneraDY will be maintained because of the TeIUified for.diItt'a.atioG. - . .
temperature variations between the two lines. Between ProductioD is tcbeduIed to be l)bued mrting about
Prudhoeand DeltaJunction. then wiI1 be about a~foot 1993. By the tum of the ceDturJ. it would iDc::repe to 14.5
tepar3tion from the proposed Alaska Natural Gas 1ram- miDioD 11m. . '...
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nations in the world."
On the other band, natural gas mar­

kets in East Asia still are relatively
immature. It wasn't until 1969 that
Japan began to import its first LNG­
960,000 tons a year from the Phillips­
Marathon plant in Kenai. The next
project - Brunei-came on line in 1973.

Initial interest in LNGwas driven by
Japan's need to find an environmentally
acceptable fuel source that would en­
able its economy to expand without
auravating already poor air quality
conditions in the 1960s. Because of
environmental COIlsidentiODS, the Jap­
anese even were willinl to pay a sub­
IWltial premium for Cook Inlet LNG­
52 cents per million Btus for LNG YeT.
IUS 30 cents per million for oil.

The Arab oil embarlo in the early
'701 injected a MW urpncy into Japan's
eDel'lY outlook. Between 1973 and
1178. LNG imports IClaJ'ed from Jess
dian 1 million tons to almOit 16million.

00 prices that fint abilized and
then plW1imeted in the '8Os. bcJwever,
dramatically havealtered the equation.
That's not to lIy that Japan and other
East AIian COUDtries aren't still inter·
ested in~ tDerIY 1OUI"CeS;
they'w limply kilt their appetice ...
LNG at premiam priceI. MOlt azrrent

contracts tie LNG prices to oil on a
parity basis in terms of energy value­
buyers pay the same amount for one
Btu's worth of gas as they do for the
energy equivalent of oil.

There are two schools aI thought reo
prding future relationships between
LNG prices and those of other energy
sources: One says LNG woo't sell if it
costs more than the lowest-e05t alterna­
tive (on an enerJY equivalent basis).
Technological advances that enable
easy and inexpensi~ conversion from
one fuel to another, coupled with matur­
inlilobal ps markets that will support
spot pricing and proaress in coal-bum'
inl teehnoloiY, could lend new cre·
dence to this bebef.

The other school II}'S Datural gas
~tua11y willle11 at a premium &Pin
because of environmental consider·
ations. Says Hickel.-rbe only environ·
mentallylife sourcesof enerrY are ps
and nuclear. With tbem you hive value
added; with everythiDa die. JOU have
q}ue aubttaeted.-

As a ruleof thumb. Treadwell says. a
buTel of oil provides about the same
amount ofeneJ1Y u 6.000cubicfeet of
Datural ps. UaiDc that formula. 115oil
would command a price of 12.50 per
1.000cubic feet of Datura1 ps. Yukon

PacifIC'S goal is to deliver gas to Pacific
Rim ports at a lone·term pricetiig of 53
to $4 per 1,000 cubic feet. Regasifica­
tion of the LNG is not included in that
price.

-With our costs where they stand
right DOW.TAGS is viable with oil at 524
a barrel. And that's I rather conserva­
tive usumption for oil prices in the
early '9Os: lIys the Yukon Pacific off1­

cia1. -We're not finished cutting costs
yet. By the time we have a plan final­
ized, we could be viable It $16 oil.·

Even price parity with oil, however.
nCJlA' poses an obstacle for TAGS proper
nents. Industry and international trade
experts say the Japanese may be unwill·
i:nI to convert from oil to gas if they only
can expect to break eoml on the cost of
the fuel. Additional concessions may be
lleCelSlry to make conversion cost·
effectiveandattractiveto the Japanese.
In Korea, the cba1lenIe is moreconvinc·
i:nI to chooIe LNG to fuellfOWth than
coma...ofaimnl aeneration facili·
ties.

Kana aIIo hal been ..-ayed by fall·
ina oil prices. Late in 1986it badyet to
accept a lint IbipmeDt of LNG from
1ndaDeIiI1IDder terms ofa JlIClsipeod
iD1983;it bad beenboldiDI 0Ul tor a 16
pera!ftt price reduction-from $4.89

~UAIY 1917 27
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Origins of TAGS and Yukon~ CorJL ;

CONCEIVED BYPORMER Gov.ANDUS. 1NTEltloR SECRETARY WALTER
Hickel nearly six ,an ago, the coocept at ezportiDc Alaskan LNG awie
from NorthSlope natural ps tookroot about_year laterwben orpnjJers at
the Alaska Natural Gu 1ransportatioDS~ announced their project ."
"tem~ wasbeing sbetved. .

The ANGTS proposal a11ed b CODStructioa 01a4,800-miIe pipeliDefrom
Prudhoe Baythrough Ynaca and intothe Midwest. fDJlowiDathe route of the
Trans-AJaska(oil) PipelineSyatem benrem Prudhoe ad FIirbaDb and the
Alaska Highway sootheast tbrouIb Ccada. ANGTSbadreceiwd presiden­
tial bleuine over two other propc:uJawaetmI Nclrth Slope lIS sales to the ­
Lower 48 by JimmyCarter.

When Northwest Alaska PipelineCo. -later ICqUiredby Williama CoI.­
announced ANGTSwas beiq sbehed. theD-Gor. Jay Hammoad COIDCted
Hickel about farmiDla IO'4'eiDOn' committeeccm~ 01 the two 01 them
andthelateGov. William Epa toItUdy aJterutM:IlDrNorth Slopeps. 'The
state put up teed .." ad priftte IOW'CeI alIo coatribured to tbeeffort.

Aaa result 01 the1tUdy, PreIideDt 1tDDaId IeapD metJa..".. Prime
MiDiIIer H.nSOM CODduded duriDla 1983 tummit tbIt tbe two aatioaI .
IbauId btera sm-ltUdy of tbe....litity 01 joiat~ ofNclrtI1

~'iD 1983.... ill NarthSope..~.uedYum. P.a&: C«p.
afterdie..01 Supra~,I Hocutxarbued eDerIJ MUtIift capital finD.
f1fwmAJubmac:..withHidleJ~~tbeAlubD ItUdyIDdme-01­
Suprn 0W'Il~ ItUdJ GIl briaaiDI NclnIl SlaDePI to marbt. l\e_
two IIIIIl~ farmed I ..~ ad AICO AJub IDd PQIicy

~=:rtK..-ea qned tD PIftiUIata iBltUdiea 01~NardI.
1~ I ,.,aao.CSX tubeidWy....c.~ Co. __.-.

one-dUnIilteaeltia \'\aIIalPIdfic.~itwtda .tee·.....,...,......
sion ape tile. tne11IM... PUlE t It 5-1..Sa.,.Carp.)
The otber~.1ft oned brSupraad I""" 01 Ah h, au • [II.
headed upb, Hml
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teet of natural ~s produce about 1
~:!!i:)r: B:~s.l

To full)' appreciate the impact of
falling oil prices on naturalpa prices.
consider the cue 01 Phillips on the
Kenai. Gas it was IeIIinc to Japan !or
close to IS per tfw'P"d cubic feet in
Auaust 1985 was seltiq for less than S3
a year later, Kcordme to the Oil &: Gas
Divisionof Alasu's Department ofNat·
ural Resources.

Says Fred Storer. manager of inter­
national aDd utility sales for Phillips 66
NatunJ Gas Co. based in Bartlesville,
Olda., 1'be Japanese recognize LNG is
viableand valtable. and they're making
long-term plans to purchase more of it.
But if LNG continues to be priced on a
crude oil parity basis. there wiD be no
additional investments in LNG (in
Japan)."

Hedeclinescommenton whether the
gas has a a positive wellhead value at
less than S3 per 1,000 cubic feet. but
says Phillips does expect to renew its
contract with the Japanese in 1989.

Other incentives that may be neces­
sary to encoUJ"3~ additional LNG con­
sumption: a pricing system within
Japan that features lowerunit costs for
greater quantities instead of higher

costs. a more mature global gas market
that willsupport spot pricine and more
flexibleterms for purchases outside the
utility sector. -

Japanese utilities and the '"town ps
companies" that distribute PI to resi­
dential and commercial customers are
locked into take-or'pay contracts for
ps._ and they're prohibited from trans­
ferrinI their allotments if supply ex­
ceeds demand. Utilities simply an use
LNGto satisfy base load when deJ1W1d
is low, but the town PI companies have
found themselves in no-win situations
when supply has exceeded demand.
Since ps prices are tied to oil contract
prices and not to spot prices, they've
also been behind the power curve in
benefiting from falling oil prices.

Some of the barriers to additional
LNGconsumption are internal. Natural
ps is heavily regulated in Japan. Gas
that was selling for $5.94 per million
Btusin 1984 at the residential level in
the United States cost $17.80in Japan.
Shipping and repsifiation account for
a tiny fraction of the disparity.

Says one observer, "In that kind of a
situation. it doesn't have a lot of impact
if Alaska can deliver at a dollar less per
thousand cubic feet: Adds economist
Scott Hawkins of AJasu Pacific Bank.

. A: least. part of the key to moving
aht.ad Wlth TAGS will be _ politial
decision on the part of the Japanese"

It's been widely assumed that the
ban on exports of Alaska North Slope
crude oil also is a stumbling block to
_dditioml LNG Illes in the Pacific
Rim- u weO asadditional timber sales.
coaJ sales and other exports.

Hickelqrees. buthesays the signifi­
c:ance of the oil export ban to TAGS has
been oventated. "(The Japanese) un­
derstand reality," says he. '"They realize
the United States!tiU has to import oil,
but the Pacific Rim is the only market
for Alaska's natural gas and its timber,
How much timber do you think we're
eoing to~t past Seattle?Howmuchgas
have we been able to sell in the Lower
48- even with the permits?"

Skeptics maintainneither TAGS nor
any of the projects targeting domestic
consumption can compete on a price
-basis with other foreign sources- Cana­
dian gas in the Lower 48 and shut-in
Indonesian ps at tidewater in East
Asia. Says one observer,"The Japanese
are good businessmen. Sure. they're
looking to diversify their sources for
practical and political reasons. but they
want it to work on a commercial basis.
They aren't wiDing to diversify it any
cost." "

"There are tremendous gas reserves
in Camda and elsewhere in the Pacific
Rim," adds economist Andrew Safir,
president of Los Angeles·based RE­
CON Research Corp. MEven though I
hope (Alaska) can do it. I have serious
doubts about getting it done in the
immediate future. It's going to take a
strong hookand a good lure- you11 have
to have a lot more than borax on your
salmon eggs."

Yukon Pacific's chairman. however.
contends TAGS gas already can be
priced within cents per 1,000cubic feet
of natUJ"31 gas of other Pacific Rim
producers. "As long as we're competi­
tive, we don't necessarily haveto be the
cheapest," Hickel says.MWe havea lotof
other things going for us: We're a safe
source, we have a large and reliable
supply,weMve a hugetrade deficit that
the Japanese want to correct. and we're
ina eood location. Andremember,we're
DOt Iookiq at PI today; we're looking
It ps in the mid·'90s. Priceswill 10 up
by then. It', a simple case of supplyand
demand, and PI caD't be produced as
cheaply as it', beiqlOld ~y."

The Japune bPe been exploring
Idditiooal LNG jec:tI in lIldonesia,
Qaw, Stkbltin~R),and Australia.
ThailaDd aDd China a1Jo have been
mentioDed U poIlibie soun:es. None
bas eYeD ba1f the capacity of TAGS,
tbouIh. TheSakhalin propoul already
ill in jeopardy, and • project that would
bav~ initiated Canadian LNGexports to
J-p.tn was scrapped in 1986. "We're
C'C'" .: ••I1:~lf..·;t;··,··.'. ;'I~ ·,ll :h,. '1CO\\' prPI·
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-Another IOUrCe of l'eYenues from
marliul North Slope oilfields thlt
could make the difference between
developmentaDd non-development.

Uthe project sticka fairlyclose to its
c:urrent timetabie-1Dd TreadweU says
that's happened 10 far-I final deciaion
011 whether eo build TAGS could be
fortbcomiftI iD 1988. Itt ween ftO'r and
then, effartl will b:ua OIl an environ·
mental impact ItItement, riaht~f·way

permittinl and further efforts to cut
COltsand refine the project. Enaineer·
ina and construction are scheduled for
1988 to 1992, aDd phued-in deliveries
would begin shortly therufteT.

Hickel says the next step is fmding
an entity to serve u a clearinghouseand
coordinate LNG purchases; none of the
utilities orgovernment entities involved
in the C\U"nmt study has sufficient LNG
demand to sinetehandedJy carry the
project, "We need to bring all the end
usen topther under one umbrella to
Jet the project off the lfOuod.· says the
Yukon Pacific chairman. One possibil­
ity: the Industrial Bank of Iapan,

The recent Ippointment of R.O.
Andenon, retiredchairman andCEDof
Atlantic Richfield Co. and a ""orld
leader iIr the petroleum industry, to the
Yukon Pacificboardhasgiven the effort
a fresh injection of visibilityand exper­
tise. Glenn Simpson, the first president
of ARCO Alaska, also recently was
named a YukonPacificdirector.

While numerous obstacles remain­
some beyond the control of Yukon
Pacific and other TAGS supporters>
si(nificant strides ba~ been made in
recent months to overcome the primary
hurdles of creating a demand for addi­
tional LNG in East Asia and assuring
that those markets will turn tothe multi­
trillion-cubic-fooe natural gas reserves
of Alaska's North Slope to satisfy the
need.

-In simplest terms. all it takes to
make the project work is someone will·
ing toseU the ps, someone whollbuy it,
rilhts~f-W3Y from the landowners and
financin,: says Treadwell. -We think
there's a window of opportunity in the
early to mid-l990s that make all four
possible:

The mood in AJub caadDues to be
one oi 1ridespcad doubt. Fortunes of
the propoeed 'nanI-Alub Gas Sys­
tem, however, ..'t billie on public
opinion:they'D binae011theprowess of I
amal1 core of thickCinned believen in
convincinc tal lfIlIid PIcific Rim mar­
IIets they'1I \lie AIaIb'. LNG if they can
tel it It the richt~ IDdthen relent­
lessly shrinlbDc 'L\GS', capita) COltS
untilYuan Pacificcandetivertheprod­
uct at that price.

-We're reaDy DOt akiac that much
from people in AJasb,· says the Yu.kon
Pacific vice president. ~'d iuv li~..

'DGS
.......II1II

-
North Slope lIS to market should be
dictated by market conditions and not
other facton.

'l'readwell maintains Alaska also
must reassess its royalty and tax poli­
cies to enhance the competimeneu of
NOI'th Slope 'IS in world markets.
That's lUte to raise a few more eye­
brows.

Nonetheless, bere's a taste of what
thestate bas to pin if TAGS becomes a
reality:

-Between.l miDioa Iftd S2million
in new state revenues each day it's
operatiq;

- About 550direct fuIkime jobI split
aImoIt ewnly amonc YukDa Pacific'.
beadquarten in Ancborqe, the PI
Iiquefication plant in Valda IDd the 10
c~ stations and maintenulce
center in Fairbanks, not to mention aU
the indirect joblI the project trill spawn:

.RM......- J:. J\IV\ __ ..I ., ft,I'V'lIo

It will be incumbent on the State of
A.lasb itself, hO'ft'Yef, to remove oae of
the important obstacles to fina1izinI
financinI amnaements. Yulma Pacific
must secure rilhts~f·way from the
ate for most of the pipeline corridor
between the Yukon River and Valdez.
Uader current state Jaw, ate ricbtl~­
waycan't be~ until financiq is in
place. North of the Yukon, rilhts~f·
way primarily mUll come &om the fed­
eralJOYeI'M1ent.

Says Treadwell.1t's a Catch22 situ­
ation.The state woo'tarant the rilht~f·
way before the project has financinI,
and no one's 80m, to put up the financ­
ina before we've secured the rilhts~f·
way. It's puttinI the cart before the
hone.-

By III indications, that revision
shouldn't meet with any resistance from
Gov. S~ Cowper, who durinl the fall
political season stated the future of
TAGS or any other proposal for gettinl

11m117'5111'01115

--.. _Ci.a...--

10-

@('f~ twain, considered," laYS TreadweU.
"When youroO in theather facton like
the need foreDetIY drtenification, the
trade deficit and tile IUI'PIus dollars,
..'ft the bat.- .

AlIo workin, ill TAGS, fa\'OI' is the
amoadl record ofPbilliDlIIld Marathon
exports for the last 18 ,ean. They've
established Alaska II I reliable source
oi LNG wbiJe pavinc the way for an­
other ateDIion of Phillips' and Mara­
thon'. CODtIaet with Japan when the
c:urreut pact expires in 1989.

TAGS promoten realize they1l have
to attract IUbltantial ~stment and
backiDa fromJlpan andKorea to closeI
deal, and they say that will be crucial in
assurin, 1000·term markets II well.
Japan is the Wiest source of project
capital in the world, due to recent
Itrenlthenm, of the Y'!n and its own
surplus capital,coupledwith declines of
theU.S. dollar. Accordin, to one report,
the Japanese arepoised to invest more

........
r-•

2ID

LNG ImDort volume, __

thanS200 billion inprojects outside the
country.

1'hat kind of reverse imatment u·
sures that the Japanese IDd Koreans
share the risks and share the profits,­
says ODe intemationaJ tnde expert. It
alJo provides I lucrative market for
Japanese and Koran manufactured
1OOds,

Due to iDterest Rte declines since
the inception 01 theTAGS efforts, api­
talized i:nterett that isn't iaduded in the
.10 biDioa fiIurt llao bas been reduced
lubstantiaUy, which eDhances pros­
pects for Mancin,.

Promoters hope to amortize TAGS
infrutructure, reportedly OV'er a 10. to
I8-year period. While tbfproject could
not withstand wide f1uduations in flow
durin, the amortizatioD period, two
options that may enter iaronqotiationl
are 1eSI rilid purcbase requimnentl
~~_~'ft' priCts once the> DilW'Jin~ JIM
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Dece~ber 8, 1983

Chairman Raymond J. O'Connor
Feoeral Energy Regulatory
Commission
825 North C=?itol Street
~ashing~=n, D.C. 20036

Dear Chai~~an O'Co~nor:

I am Chairman of the Board of Yukon ?acific Corporation. As
you are a~are, Yukon Pacific is planning to construct and operate
Lrrt r e s t.a t e n e t u r a I gas p i pe Li ne and liquefaction facilities in
Alaska for the purpose of exporting ".laska' s North Slope S2S
reserves to the Pacific Rim nations that are Alaska's ?ri;:1ary
~arket ar~a. The pur?ese of this letter is to inform the ?eceral
Enersy ~esu:atory Corr~issior. of Yukon Pacific's i~tent to ~~oceec

~itt this ~n=erta}:ing and to note the Donj~riscictional stat~s of
the project ~i~h respect to the ~~RC.

J 1. Int:-ocuc::ion
;;J

~

.J

.

J

~

Fully fifteen yea:-s have passed since the largest new
reserves of na~~ral gas in the Vnited S~ates were cisco~ered en
Alaska's Kerth 5lc?e. Since ~~en, additional ex?loration of
A:a5~afs nat~ral sas pcte~tial has ?roviced streng evicence t~at

c t he r ;'.1as;:a r e s e r'v e s c crrt a i n i.nc large ~u a rrt i t z.es of r.a t uze I gas
:-:.ay alse e x i s t . ;..S of .:'=n·... e r y 1 t 19E3, prcv e n gas r e s e r ve s
-_._-~. " .":' I • .... L 1/ -~ -'.-, .. ~ .... -~ ---~ ~:_- ... f ".' C:"-'c:t::-:_c._ .... ec __ ... JC_..-::. c L..,E c~__ e.,_ ~ eS,-_."OL-e 0 1'"• ..:.2._:,<:_

:.:.~.ci~c:::;·'e:-e= r e s e r v e s -- be::h c r s ho r e anc o f f s hc r e -- ex c e e d s 200
Tc~, ~~~h c~erall rese~ve es~i~a~es ranging as tist as 172 Tcf.
2/ :~ short, hlaska'E r.at~ral ~as reS0:.:.~ces are vast.

:;j

~,

'::J: ?2.c:'r: f a c t; is, hcve ve r ,

de-\'elc?ed ~i~~o~t a t=a~5?C~~a~~=~

J..t p r e s e rrt , t.r.e r e is some Alaska
(ap?roxirnately 1,000,000 metric
lic:ue:iecJ and exported to Japan.

t, r: .= :. t. ~l ~ S e :-€: s Eo :- "J escc ;: :-: 0 ~ ~ ~

Eys~e~ to ~~~e them to ~2r~e~.

gas r:1-oc.'..Jced f r orn Cock Lr. l e t;

tons anr::.:.ally) 3/ that is
Other p r c po s a Ls to t r an s pc.r t;

:3

""

1/ See 1982 Statistical Report, Alaska Oil and Gas Conservation
Commission, p. 29.

2/ See U.S. Department of Interior Geological Survey, Estimates
of Undiscovered Recoverable Resources of Conventior.ally
Producible Oil and Gas in the United States, Open File RE?Ort
81-192, S~mmary P. 6 (1981) .

1/ See Phillips Petroleum Co. and Marathon Oil Co., 37 F.P.C.
777 (1967).

P.O. Box J01700 • Anchorage. Alas],.. ~~5JO • 907·279·1596 • Telex 25·~O C2j1t. Cool. .-\HG
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,
Alaska gas, principal among them the Alaska Natural Gas
Transportation System, are stalled. While Northwest E~ergy

Company generally envisioned a two-year delay in the ~~G1'S

project as of last year, more recently the current owner of t~e

ANGTS certificate described the project as "aban~o"ed in 1582."
if

Yc.1..-on ?acific is an .i nv e s t o r e ov..:::Jed c c r po r a t i on c r c a rt z e c
~~~e~ ~~e 12~s c~ ~!2s::a ~i~~ :~s ;rlnc:?a: ~:~c~ cf ~~~~~~23 :~

.!..:-1 C her age , A1 2 s k a . Y..l~, 0:1 Pac i f i c ...... a s :f0 r nled in 1 9 83 for the
p~=?cse o~ do~ng ~he job that has been left undone -- develo?ing
and i~ple~enting an econcmically fEasible system for the
~~a~sportaticn of A}2ska natural gas from the wellhead to ~a=ke~5

·,,·r,2re the Cj2S is in c=:7'2nd. Yukon Pacific's rna r k e t r e s s a r cr,
co~?els it to conclude ~hat the Jii2rkets with sufficient c:~a::d to
accc~~odate the costs of tr2:1sporting Alaska's g2S are ove~scas

-- princi?ally Js?an and KorEa -- rather t~an dc~estic, and that
a t:-a~5~i5sion syste~ ~e5is::ed and scaled for trans?or~ation of
gas to ~~=se cverSE2S ~a=~ets is econo~ical:y ~easible today.

.'"'

,
d

,

~;,:.~:.:-: ?aci:ic t:-:~~"=:c=e ~=c?cses to c c rs t r uc t arid c.pe r e t e
r.c. ~ .~ :-a ~ ~ ~ s ~ ::- Co :--: s ~' o ::- t; c ~ :. c n C ~J d 1 .: ~.~ e :-c c tic,~ -:c c i 1 i tie s , : co : c -: e c
·~::c:ly· ·Y'.-~~!-!in t b e s t s t e cf ..z.._:2:s~:a, for ~~~C :/:?c.rt of li:::::;e:~eC

~at~:-2! cas to fC=EiS~ cc~~tries in A12ska's ~aci~ic Ri~ ~a=~e~

c.:-S,2.

2 . :. -= s .= ~ :.. =:. :i : ~ c· -: -=-- _:.. r: S
--'

~ES~~~ E~~:~er ~~is s~r ~:.e

C:~::t~~s =c-=:~=~d

: c ::- t z: .:~ ~ rc :--::.:-: c ~ :: =-: :J.. -

- _... ­.-- -- -
2.

-:~-.=_=--:2

c.:-=:::-_~ec

:=-c.~; ':".:"=£~:a 1 s

c::~_-:.:.:.~: )
z: &-:-_"'71': ~ C:.=.\:
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i:':=·\ e z rc r IS

__ Joe ;,..

r : "-\ _.,e
e-=- ...·2:~~~Ci: ..
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_-::.~~.::.::-::

,... a :-E: ~.= =- t,
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:.~_.=.=:'-=
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.:;:-:-=:":-:-:: -

.

~

:~~~e~~c~i=~ a~~ :~G tE~~~~21 ~~c::~-:i~5 :==~~-=~ ~t
~:::JJ

::::-:.:-. ~:::'2 :'0 :"::e soc...;':.:, c e r r r e I c ca s t---_ .. --_. ----- ._ ....... ,
(:. ::-. e t i d £ '.': C -: 2 r ) , \1\ _ ... ~;

. - - - ­- - --- _.. --
~

:..== ... a t e r , ==-::.-:~=::-~tec t.h e c e s t c??cr~~:;:ty i : : :-.2'.:":. .:;::::.:-:-; ::'::-:~-.

:~::.-= :·~:-=:::"'-e~. T:-:e C:~'::-.:t-:ee-'s :;·:::;:-:·S?C :~·s"":=:;.:s

::".:..~.~-..!..:=~:;:3 :~S S~·£~E-:7111 or t17.~.GS.tI (:-~.e C':~_~.~tt~2'S ::--~-=:-=-:. _ ....
~:.~ac~~:~t A to this ~Etter).

::J

F~n=:~e~tal to the Cc~~ittee's r:cc~~::-:cation ~as t:-:e
conclusion that the Pacific Rim ~arket -- a:-:c pri~ci?ally 2~?a~

is the pri~ary market for A1aska ~NG. In accition, t~e

Governor's Co~ittee concluded that TAGS ~ould be the le=st
costly export pipeline system. Another ma j o r e dvan t aqe of the
system is ma r ke t Lnq flexibility -- the ability to respond to
geographic shifts in LNG market demand. The Committee's ::eport

if See Complaint p , 25, The Williams Ccrr'Fanies
Energy Co., No. C83-1052W (D. Utah, filed Sept. 12,

v , Nort~\-:est

1983) .
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also recognized the considerable public benefits -- both to the
Nation as a whole and to Alaska -- that TAGS will produce.

Brown & Root, Inc., the consulting engineers to the Gover­
nor' s Commi ttee, prepared an ini tial study of the routing and
configuration for TAGS. The route sel ected runs approximately
820 miles from P:-uchoe Bay to the village of Nikishka on the
Renai Fenir.sula. ~/ For much of its distance the pipeline will
p a r a Ll e L t.h e :.:-a:-.5-.;':asj(a P:'~e:.i.ne s y s t ern (7;"':5) C:-:"':2 c z ;
pipeline. This routing emp~asizes lowest construction and
operating cost.s and also brings the pipeline as close to
Fair~anks as economically justifiable. The Governor's Co~~ittee

reco~mended a single ~hase system, which will avoid the need for
a dd i t.i on a I gas processing facilities on the North Slope, with
36-inch diameter pipeline and a maximum 2,160 psig ope r a t i nq
pressure.

At completion, the pipeline's capacity will be 2,830 ~~SCF/D

of raw ~as (1 ~~SCF/D = one million standard cubic feet ~er cay).
All conditioning and natural gas liquids extraction and
fractior.ation will be perfo~rned at tide~ater. The tide~ater LNG
faci~ities will co~sistcf dehydration, liquefaction, stc:-2ge ar.d
loading sections. The p r o j e c t e d cost f o r c cn s t r u c t i on of t.r.e
full TAGS system' is $14.29 billion in 19E2 dollars. 6/

The Yukon Pacific pipeline system will eS5entially implE:~E:nt

the above d e s c r i be d proposal of the Governor' s CC:-:-~"'T,ittee, a nd
..... ill be p r i v a t e Ly :i:-.a:-.cec.. Y·,,:,!-'.on Facific plans to v e r y f r o:n
t~at ?r~?~sal in the sizing of the ?ipeline i~self. ~~e

G:-\·=::-:--.=-='s C:::-:--_-::~-:.ee reccr:-;:-,e::==~ic:1 is for a 3E-i.:;cr: =':=..::;e-::e~

1 ::":-:e i z : "C.~e s y s t ern ' s entire d i s t a n c e . Y·..lkon Pacific I s v e r s i on
of T_~GS, howe ve r , contemplates a 48-inch diameter line to -::-Je
Fair~anks vicinity and a 36-inch cia~eter line for the bal~nce 0:
the rou~e to Nikishka. T~is con~igu=a~~cn will a~d s~eate~

~lexib~l~~y to the s~~stern.

C~er the leng term, Y~~~n P~C~:iC'S ?lans call for a
?aralle1 pipeline for the portion of the sys~em belc~ Fa~r~a:-:~s.

7he size of future ?arallel facilities ~ill de?end on ~~e

eventual size of t he Ala s k a i.ntra state ...a r k e t , 25 we 11 as t h e
results of future gas exploration and develc?ment in A!aska. The

~I Gas liquefaction and LNG shipping facilities have operated in
the Nikishka area since 1969 as part of the -Phillips-~a:-athon

project certified in Docket No. eIG 7-1226, Phillips Petrolet.:rr.
Co., et a1., 37 F.P.C. 777 (1967).

~/ (See Attachment A, Engineering, p. 32.)
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deve l.cpment; of that parallel facility may also depend on the
future possibility that others will seek to take possession of
gas at Fairbanks for overland transmission through Canada to the
contiguous United States.

3. The Position of the Administration

:t sh~~lc be e~~~as~zed ~hat as Y~kcn F3C:'fic's ex?c~~

prcJec~ ~as taken s~a?e, the feceral gover~~ent has cc~e t~

recognize not only that the export of Alaska gas furthers the
national interest, but also the clear economic feasibility of the
proposal. The recent joint statement of the President and Prine
Mir:ister Nakasone attached hereto (Attachment B) expresses the
view that "further progress be made in both energy trade and
cooperation in ... natural gas ... between JaFa~ and the United
States .... " In t e rrns of the TAGS benefits for the Nation,
Secretary of Commerce Malcolm Baldrige's recent statement in a
letter to Alaska Governor William Sheffield is directly in point:

"The Administration views the development of
Alaska No::-th Slope natural sas as a ~ajor

co~tribution to ~estern energy security. ~he~her

the gas is warketed in the United States or
abroad, it reduces demand of O?EC and Soviet
energy and clearly results in significant benefits
to the U.S. economy." 2/

See At~ac~~e~t c.

r e c o qr, ; z es t~e

De"v -= l c;: :-:E::-: t I ~~.:-:
:ci

?~=~~s=~~re, the recent report to
~~,~~is~~a~icn entitled "Alaska Ketural Gas
Econc~ic A~5e55rnent of ~arine SysLe~S,n candid!y

the !·:c.:!.-i ~i:7':=

to Cc:!sress
~c:'icY P~ar;,--::.;..
7/ :-"te s ~~e the~e was echoed :~st a fe~ ~c~t~s ago ~n a

bv the Dec a r t.rae n t; of Erie r cv . S-2e ~:at:'c;"2l

oc t.cbe r , 1·983. T:'at =-e?Crt-~2:-::;:'::'::s:

:'"E:::>C :--:
.:::-.2:: C\6

o;i

"ld.

"[7<] p ~nc~ ....al co ... ce ....... 0& t.h i s '1..:_: ... ~-··-a· ,-.,-·'sr. ~~ ;'J _JJ .L. .1.... _. M __ .. _,L._::'~ ....

internaticnal energy policy involves na~ c~al

security interests and the impsrtance of
cooperative efforts to find secure and economic
alternatives to increased Western reliance on
insecure and prospectively uneconomic sovd e t
supplies.

at 18.
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economic feasibility of a project like TAGS. See Attachment D.
That report, published just one year ago, concludes:

"[T)he most economically attractive system for
ceveloping Prudhoe Bay natural gas would pipe it
to South Alaska, liquefy it ... , and ship LNG to
Japan."

Id. at 57.

Yukon Pacific intends to proceed to develop just such a
system. Because of the important role that your agency plays in
many natural gas tra~smission projects, we felt it appropriate to
notify you of this intent, although for reasons explained belew,
we believe that the FERC ought not and will not exercise any
Natural Gas Act authority over this project .

-"

~

4. The Project Will Be Regulated
B\' The ERA Under Section 3 of
The Natural Gas Act

"
-,

",i

~
=

,

~

.»

~

The Department of Energy Organizatio.. Act vests all Katural
Gas Act sectio~ 3 authority in the Secretary of E~ergy. 81 The
Secretary has delegated his section 3 authority and it -is now
shared by the Administrator of the Department of Energy's
Economic Regulatory Aerninistration and this Cc~~ission. ~I

V~der this regulatory plan all section 3 issues that will arise
in cc~~ection ~ith Y~kcn Pacific's project -- such as the pricing
cf L~G exports and ~at~enal and regio~al need for the gas to be
e:.-:?c:rtec -- "'-ill be acc::::-essed tly the hjrr.:'nist::::-ator of the E::;"~.

101

The section 3 issues that have been ge~erally delegated to
t~e Cc~~:s:io~ -- specifically, all functio~s u~der sectio~s ~, 5
and 7 of the Katu::::-al Gas Act and au~hQ=ity "to a?~=ove or
c:sa?p::::-ove the cc~st=uction a~c c~e::::-ation of ~artic~lc=

facilities and t~e site at which they willtle located" -- are not

8/ See DOE Act §§ 301 and 402(f), 42 U.S.C. §§ 7151 and 7172(£).

~./ See Department of Energy Delegation Order Nos. 0204-54 and
0204-55, 44 Fed. Reg: 56735 (October 2, 1979).

10/ See Delegation Order No. 0204-54, 44 Fed. Reg. at 56735.- --
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germane to the TAGS. 11/ Most importantly, the project will not
involve any interstate transportation or sale for resale of
natural gas, nor will any gas involved in the project be sold to
American consumers, except for incidental intrastate sales to
Alaskans that will be thoroughly regulated by the Alaska Public
Utilities Commission. 12/

In fact, wherever FERC may have some potential
respcnsibility u nd e r section 3 there is some other r e q u La t o r
eX2~cising ju=isdic~ion over the p~c:ect. ~~~S a~y F~=C

responsibility respecting the safety of the proposed facilities
only duplicates the responsibilities of the Department of
Transportation under the Natural Gas Pipeline Safety Act of 1968,
49 U.S.C. S 1671 et sec. In addition, under the Right-of-\:ay
Leasing Act, 30 U.S:C~ 185(r), even pipeline siting and rates
will have to meet with Department of Interior approval. ll/ As
the lead agency for TAGS, the Department of Interior will
coordinate all environmental reviews required under NEPA.

In short, despite the absence of Natural Gas Act section
7(c) a~thority in connection with Yukon Pacific's proposed TAGS,
which is the point to which 'We turn next, the project 'Will be
fully regulated under section 3 of the Act by the Ecc;-.c;nic
Regulatory Administratio~ and by other state and federal agencies
under other laws.

11/ 7he Ccrr~~ssion's authority concerning the construction,
c?€raticn and siting of facilities at the berder for gas exports
c.~d :'r;,pcr":s c;roi.:noed in Exec·.Jtive Order 10~E5 {see 18 Fed. R=g.
S397 (S2?t. 9, 1953» does not at-tach :'eca1..:se LNG export
~acilities located on the Alaska coast are not the type of
i e c iIi tie s conternpla ted by the Executive orce r . Speci fica L'l y ,
they are "not ... facilities at the bcreer involVing any physical
cc~~ecti0~ :,et~een this cc~ntry an5 a foreign country." ?hillips
?e:"rcle',,:rr. Co. I et aL, Docket 1\0.CI67-2:26, et a1., 37 F.?C.
1/7, j76 (~967); accord, Pacific Alaska L!\G Co., et a1., Docket
No. CP75-140, et a L, , 17 F.c.RC Re oor t s tees: S; 61,097 (1961).-- .
12/ See AS 42.06.639(9)
AS 42.06.150.

and ~.S 42.06. 140 (a) (1) - (a) (3) i:.:1:J

.:»

13/ The Alaska Decartrnent of Natural Resources exercises siti~g

authority over the~intrastate line that fully complements DOl's.
See AS 38.35 et ~. -
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4. The Project Is Not Subject To
Section 7(c) Of The Natural Gas Act

Section 1 (b) of the Natural Gas Act, 15 U.S.C. § 717 (b),
establishes the scope of section 7(c) 's certificate requirement.
The pertinent portion of section 1 (b) provides that the Act
·shall apply to the transportation of natural gas in inte~state

corr~erce [and) to the sale in inters~ate cu~~erce of natural sas
for resale." The statute de f i.n e s II interstate c ortme r c e " 2S

c crc.e r c e bet ....·een t wo st.ates or ce t ..."ecn t wo points ~ ~ the sa~e.....
~

state through a point outside the state. 14/ Section 7 (c)
applies only to these interstate tra::lsportations or sales.

,

,

J

-,

.,

.....:;

~

e

As explained earlier, the TAGS will transport gas from
Pruchoe Bay to Nikishka on Alaska's south central coast.
Obviously, that movement of gas will take place entirely within
AlaSKa and will not involve any interstate transportation.
Following delivery at Nikishka, the raw gas will be conditioned
and natural gas liguids removed. The gas will then be liquefied
and stored in preparation for loading on cryogenic tankers for
tra~sport and sale to fc~eign co~ntries in Alaska's P~cific Pim
ffiarket area.

Nc~~ere in this course of mOVE~ent will there be any
t r an s pc r t e t don or sale for resale in ir:terstate cornme r ce , and,
t.he r e f o r e , Yukon Pacific is not a natural gas company , h'hile
Yuk on ?a c i f i c's ex por t, p r c po s e 1 .i nv c I v e s forei gn ccmme r ce ,
s e c t i c r; 7 (c) c ce s not a pp Ly to e x po r t s or foreign c czme r c e . That
Fr:~c:~le ~2S f:~~:y establis~ed more ttar. thirty-five years ago.
:5/

~ c:.
..J • Conclusion

resarci;,g !":atural~

~

5e::aiJse
resulatic::s,

of the
Yukon

FERC's
Pac:fic

res?o::;s:'bility
c or.s i de r e d it c::?::--cF:.-ia~e

.1- __

\.-.I~C \..

sas
-~t=>.... ~, -

.J

=ii

,-_:1

~

---
.:»

14/ See 15 U.S.C. s 717a (7) .

15/ See Border Pipe L:'ne Co. v , FPC, 171 F.2d 149 (D.C. eir.
19~8) -.-A r.umbe r of s ub s e qce rrt decisior.s have f o Ll owe d 3crcer
Pipe Li:1e and recognized that section 7 (c) does not apply to
exports. See West Virginia P~blic Services Ccmm. v. U.S. Dep't
of Energy, 681 F.2d 847, ~5€-57 (D.C. Cir. 1982); Compania De Gas
De Nuevo Laredo v , FERC, 606 F.2d 1024, 1029 (D.C. Cir. 1979);
Distrigas Corp. v , FPC, 495 F.2d 1057, 1063-64 (D.C. Cir. 19,4),
cert. denied, 419 U.S. 834; see also Union Texas Petroleum, et
al., 32 F.P.C. 279, 308 (l964);S't:Lawrence Gas Co., 28 F.P.C.
281 (1962).
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FE~C be informed of our intent to proceed ~ith the TAGS project
even though the FERC should not as a practical matter exercise
any substantive Natural Gas Act jurisdiction with respect to t~at

project. This letter is the first for~al notice of that intent.
When Yukon Pacific files with the ERA its application pursuant to
section 3 of the Natural Gas Act for permission to export Alaska
gas, it intends to inform the FERC of its progress by tendering a
duplicate informational filing to this agency.

Res?ec't:u~ly,Z5 Facific r?or~

kel

'WJH:lkr

cc: All Commissioners
General Cou.~sel
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STATBM!N'1' OF W. RAY BOOTB,
ASSISTANT GENeRAL MANAGER, RATDRAL GAS DRPARTMENT,

EX~ON COMPANY, U.S.A.,
BeFORE THE JOINT OIt AND GAS COMMITTEE

or '1'BE ALASRA STATE LBGISLATtJRE

March 7, 1984

ro THE CO-CHAIRMEN AND MEMBERS OF THE COMMI'l'TEEc

I am ~. Ray Booth, Assistant General Manager of the Natural

Gas Departm~nt of Bxxon Co~pany, D.S.A. On behalf of B~xon, I

thank you for the invitation to appear before this Committ~@ and

express our views concerning the transportation and marketing of

Alaska'~ North Slope natural gas •

On November 16, 1983, Mr. S. J. Resa, Senior Vice Preeident

Of Exxon company, U.S.A., appeared before the subcommittee on

Energy Regulat10n of the Committee on En@rgy and Natu~al

Resources of the united States Senate. Mr. ReSO'$ statement and

the answers which he Bubmitted to Senator Murkowski by letter

Dated January 16, 1984, are submitted herewith for the Com­

mlttee ls conBideration. I believe th~t Mr. Reso's statement and

~n$wer8 to Senator Hurkowski exp~eBB fully Bxxonls views on the

subject of this hearing_

Bxxon 18 a major owner of gas ~eBerves at Prudhoe BA1 and, of

course, hae a vital interest in developing a means of marketing

such la~ge resource as SOOn as posBible. We have studied ma~y
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alternative dispositions and we continue to study ~hem. We hav@

considered the marketing of methanol and the ma~keting of Prudhoe

Say gas as LNG. We have looked at bringing ~rudhoe Bay gas to

~id@water and the installation of chemical faeil1tea ~t

Tidewater. ~e have reached several conclusions which l might

Eummariz@ at this point.

~he first conelu~ion 1s that tha nnite~ States needs Prudhoe

Bay gas. It represents 13 p~rcent of the nation's proved g8s

~eserves. We in the United States continue to consume more gas

and oil than w@ are finding, and the nation's proved 9as reserves

have declined more than 30 percent in the pa~t decade. ~o the

e~tent that Prudhoe Bay gas is not deliverea to doroeatic markets,

those markets for the moat part will have to be served by

i~ported oil ano gas.

Anothe~ concl~~ion Ie that all of the proved ga~ reserves

at Pruohoe Bay are reqUired for the ANGTS project. The ANGTS

could not proc@~d with less than abou~ 25 to 30 trillion cubic

feet of gas reserves committed to 1~. Clearly, there ~~e not

sufficient reserves for two ~roj@~ts, .nd any current LNG export

project would be in lieu of, not in conjunction with, the ANGTS.

There is potential for additional gas dis~overles on ~he North

Slo~, but no eostly project sueh as an LNG export project can b@

based on yet unoieeovered reserves. The gas must be foun~ before
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any projeet for its marketing can be developed. The disposition

of any new diseoveries will be decided based on ~arkete available

at the time of dis~overy and eonfirmation, and we believe that

decisions On the oi&pO$lt!on of such gas should be maae by

private psrticipantu. Such ~ectaio~& should b@ made by those

whose int@r@sts are at risk--the ownera of the gas reserves. We

produeers are the ones who will have to live with the realities

of tbe market after a project has been aeveloped •

We seriously question the overall commercial viability of

curtently e~port!ng Pru~ho@ Bay gas as LNG to Asian markets.

Such LNG would be at a severe competitive disadvAntage to LNG

f~om other sources ~hleh would not be burdened with the addi-

tional cost of a multibillion dollar ar~t!e pipeline. Competing

LNG will come from LNG plante located in the prod~ein9 gas

fieldB, many of which are lo~ated clo~er to the Japanese market

than the propoBed AlaSKan tidewater project.

As B matter of interest, our $tudies Indicate that an LNG

export project woulo require at least as mu~h capital as would

th@ ANGTS and would deliver 1&8S gAS to market. We at Exxon

believe that the ANGTS offers the best chance for commercially

marketing Pru~hoe Bay gas. Significant progress has been made in

@ng1neering, perml~ting, international arrangements and market

analysis for ~h@ ANGTS ptoject. Of co~rse, timing for the ANGTS
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is uncertain and will be control leo by the developm~nt of

comm~rcial arrangements that will .ss~re that th~ gas can be

markQt~d in competition with altern~tlve fuels. w~ are working

to~ards contractual arrangements addreBeing that issue.

It has been suggested that Exxon ~ight be invited to

participate in ~ joint prefeasibil1ty study of the LNG export

project ~s proposed by the Yukon-Pacific organization. ~he

objective of such a joint study would be to determine

whether North Slope gaB e~ported from Alaska as LNG could be

~arxeteo Bucce~afully in Japan. Exxon will not participate in

any such feasibility etudy. aeeauee of O. S. antitrust laws,

~x~on do&s not participate with potential co~petitors in joint

studies concerning the marketing of oil Ot g~s or their products •

As you may recall, !xxon deelined to patticipAte in the

Dow-Shell petrochemical 8tudy made for the State of Alaska. tKxon

mad~ its own study of the prospects for using Prudhoe Bay ga$ for

a petrochemical complex in Alaska and later supplied the results

of that stuay to the State of Alaska. We have made ou~ own

studies of the alternatives for the transportation and ma~ketin9

of Prudhoe Bay gas and w@ are convinc~d that an overland pipeline

to the lower 48 states, such as the ANGTS, offers the beet

prospect for the mark~tinq of North Slope gas. If requested to
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do 80, Exxon will shar@ with the state of Alaska the results of

our studies, pro~ided th~ confidentiality of the information can

be maintained.

In summary, we are committeQ to ANG~S. Our judgment, based

on the conclusions of studies, indic~tea that ANGTS has the

highest probability of being successful at the earliest time to

bring Prudhoe Bay gas to a market that is com~ereial1y secure,

where we can have the best chance of competing ~!th 81t@r~ate

fuels.
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December 5, 1986

Hr. Mike Penfold, Director
Bureau of Land Manaqament
Alaska State Office
701 C Street, Box 13
Anchorage, AK 99513

Dear Mr. Penfold:

Attached hereto is an amendment to the Riqht-of-Way Application
filed with the Bureau of Land Manaqement on Kay 7, 1984. The
Application was previously .erialized as AA-53559 in the B~
Anchorage District Office and as FF-83941 in the BLM Fairbanks
District Office •

On July 24, 1984, Hr. Fred Wolf, Acting State Director,
requested additional information in order to perfect our applica­
tion and "in an anticipation of the requirements of the Alaska
National Interest Lands Conservation Act (ANILCA) ••• " That let­
ter also indicated that BLM was available to discuss any ques­
tions concerning the information requested.

As you know, we have met with virtually all of the interested
state and federal aqencies with regard to the TAGS project.
Indeed, we accepted Hr. Wolf's invitation to discuss our applica­
tion and the environmental process with you and members of your
staff. As a result, we feel confident that the enclosed Amended
Application and attached Project Description provides the BLM
with th. necessary information to enable it to move forward as
lead ag.ncy for the NEPA process. Obviously, as a consequence
of our ••etings, the amendment to the Application was designed
to satisfy the concerns raised at those meetinqs rather than the
concerns raised by Hr. Wolf'. letter.

P.O. Box 101700· Anchorage, Alaska 99510· 907·27C).1596· Telex 25-340 Capt. Cook AHG

Pennzoil Tower-Suite 800·700 Milam Street (#156)· Houston, Texas 77002·2806- 713-222·1313· Telex 775202 SUPRA
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1.0 INTRODUCTION

Yukon Pacific Corporation (YPC) believe. that a .ignificant
opportunity exi.t. in the aid-l"O'. to aarket Ala.kan North
Slope natural 9a.l/ in the &aian Pacific Ria. To aeet this
opportunity, YPC propo.e. to develop the Tran.-Alaska Gas System
(TAGS). The TAGS project will transport Ala.kan North Slope gas
to a tidewater facility in the Valdez area where it vill be
liquefied for ocean transport to Asia. Pri.e aarkets for the
liquefied natural 9a. (LNG) exist in Japan, South Korea, and
Taiwan.

Project develop.ent aay be phased over a period of years to
allow controlled integration into the aarketplace. When fully
operational, the TAGS project will export 14 .illion tons of LNG
per year. It i. projected that new demand for LNG in Japan,
South Korea, and Taiwan vill exceed the 14 aillion ton caplcity.
of TAGS by the year 2000. In view of this forecast, YPC expects
that the total output of the TAGS project vill be fUlly
integrated into the Asian aarket before the turn of the century.

One of the first stepa in aaking the proposed project a reality
is the acquisition of environmental and land use permits. The
permit proce.s allows regulatory agencies to review the proposed
project and aids in the determination of facilities siting. To
initiate the process, this document vill describe the proposed
Trans-Alaska Gas System.

3

"'

I
~.

1/ This natural 9a. is a
nontoxic 9as which is
gravity approxiaately 0.6)

1-1

clean, colorless,
1iqhter than. air

odorless,
Cspecific



.ne TAGS proj.ct i. coapri••4 of:

o Ga. pipeline - A"'.5 ail. (approxiaat.), wholly intra­
atat., 36-inch out.ide diam.t.r (O.D.), buri.4, chilled
va. pip.lin., d••igned to tran.port 2.3 billion cubic
fe.t of 9a. per day from the Borth Slop. to a tidevater
aite on Port Vald.z.

o Coapr•••or Stations - A total of 10, locat.d alon; the
pipeline to ..intain operating pr•••ures from 1,100 to
2,220 pounds per .quare inch gauge (psig) and operating
temperatur.s compatible with ground temperatures.

- To reduce the tem­
gas to -25g0 r

liquid atate for

Liquefi.d
perature
(-1610C),

atorage and

-,.~

J

,-,J

o natural gas (LNG) plant
of pipeline natural
condensing it to the
.hipping.

--
-'

J

e Karine terainal - To berth and load two LNG tankers and
aupport v••••l ••

~,J

~

j

~

:J

ts

j

.,

Yukon Pacific Corporation's preferred proj.ct alternative
.ntails construction of an intrastate gas pipeline within an
existing transportation/utility corridor from Prudhoe Bay to
Port Valdez, generally parallel to the exi.ting Trans-Alaska Oil
Pipeline System (TAPS) and a .egment of the authorized but uncon­
atructed Ala.ka Batural Gas Transportation System (ANGTS).

TAGS pipeline route deviations will take advantage of aore favor­
able aoi1 thermal condition. and avoid, where possible, areas of
conge.tion. On the aouth aide of Port Valdez, the TAGS pipeline
vill cro.s or bypa•• the exi.ting TAPS oil terminal facilities
and Alye.ka Pipeline Service Company (APSe) property, and con­
tinue approxiaately 3.0 aile. west to an LNG plant and aarine
terminal aite at Ander.on Bay. Se. Figure 1.1 for a aap of the
propo.ed project.

1-2
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Tne proposed TAGS project does not currently include development ,
of a natural vas conditioning facility on the North Slope.
ExistinV and authorized vas conditioning facilities in Prudhoe
Bay can provide the quantity and quality of pipeline vas needed
to operate TAGS. Therefore, YPC is not requesting authorization
for stailar facilities at this ti.e. Responsibility for
construction and operation of vas conditioning facilities will
be the subject of future discus.ions ..ong YPC, North Slope gas
producers, and the Northwest Alaskan Pipeline company.

.--'

.J

The purpose of this document is to provide a description of the
proposed TAGS project. Facilities comprising the .ajor com­
ponents are defined and described. Other topics addressed
include geotechnical considerations, construction plans,
environaental and regulatory issues, and alternatives to the
proposed action •

--,

SCliEI)UL!

of development for TAGS calls for aajor
by the first quarter of 1988. Detailed

and construction permit acquisition would
last quarter of 1990. Construction of the
5 years, with operation scheduled to begin

1995. A project schedule ~s presented in

The projected schedule
permits to be issued
design, engineering,
be complete by the
project would require
the last quarter of
Figure 1.2.
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3. 0 IDCATION

3. 1 PIPELINE

The TAGS pipeline vill consist of approxiaately 796.5 ailes of
36-inch O.D. pipe from Prudhoe Bay to the LNG plant loeated on
Anderson Bay, a. shown on Figure 3.1. The pipeline vill be
located entirely vithin the State of Alaska, vithin an
established utility/transportation corridor, approximately
parallel to the TAPS pipeline for .ost of its distanee.

Commencing in the southeast quarter of Section 11, Township 11
N. , Range 14 E. Beechey Point (Alaska) Quadrangle B-3, the
pipeline vill proceed south from Prudhoe Bay, across the north
slope, and enter the Brooks Range near Galbraith Lake. The
pipeline vill eros. the Continental Divide through Atiqun Pass
and tollow the valleys of the Upper Chandalar, Middtt Fork
Koyukuk, and Dietrich rivers. The pipeline vill continue south
to the Yukon River, angle southeast, to the east of Fairbanks,
and continue up the Tanana River valley to the Delta River.
There it vill turn southward again and cross the Alaska Ranqe
through Isabel Pass. Continuing generally southward, the
pipeline vill eros. the Gulkana River and follow the Copper
River drainage into the Chugach Mountains, followinq the
Richardson Highway through Thompson Pass and Keystone canyon.
From the aouth of Keystone Canyon, the pipeline vill follow TAPS

to the oil terainal. At this point, the TAGS pipeline will
cross or bypass the TAPS oil terminal facility, and continue
approxiaately 3.0 aile. vest along the south shore of Port
Valdez. The pipeline vill terminate at the LNG plant in the
northvest quarter of section 20, Township 9 S., Range 7 W.,

Valdez (Alaska) Quadrangle A-7.

3-1
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3.2 OOMPBESSOR STATIONS

Ten (10) coapreaaor atationa vill be located at intervals along
the pipeline. General locations of the stations are ahown ~n

Figure 3.1; apecific locationa are ahown on maps in the
Appendix.

3 .3 LNG PXANTIHARINI TERMINAL

The propoaed LNG plant/marine terminal complex will be located
at the aouthern ter.ainuB of the pipeline on Anderaon Bay of Port
Valdez. Anderson Bay ia located on the aouth shore of Port
Valdez, approximately 3.0 ailes east of the narrows of Valdez
Arm. Valdez Ara ia a fjord, oriented northeast along the
northern boundary of Prince William Sound in the Gulf of Alaska.

The LNG plant/marine terminal complex vill be located i~por­

tions of sections 19, 20, and 24; Township 9 S, Range 7 W. of
the Valdez (~aska) Quadrangle A-7. The complex will be located
approxiaately 5.5 ailes southwest of the downtown city of Valdez
and 3.0 ailes west of TAPS oil terminal facilities. Figure 3.1

ahows the location of the LNG plant/marine terminal facilities
with respect to the overall project; Figure 5.39 ahows the loca­
tion vith reapect to Port Valdez and Anderson Bay; and Figure
5.40 i. the aite plan of plant and terminal facilities.

The LNG plant facilities will cover approximately 300 acres,
with aoat facilities located below 200-foot elevation. The
marine terainal vill .be located adjacent to the LNG plant in
Port Valdez, vith the dock extending approxiaately 500 feet out
from ahore to a vater depth of approxiaately 60 feet below MLLW

Cmean lover low vater).

3-3
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s.o FACILITIES DESCRIPTION

5.1 OYQVIQ

The proposed Trana-Alaaka Gaa Syatam (TAGS) conaiats of two
aajor componenta:

o Pipeline and compressor atation ayatem
o LNG plant and aarine terminal

Together, the pipeline, compressor atations, liquefaction plant
and aarine terminal facilities are proposed for transportation
of North Slope natural gas to a year-round port, vhere LNG can
be loaded onto tankers for export to Pacific Rim markets.

Figure 5.1, a aystem block flow diagram, ahows major TAG~_com­

ponents. An average 2.3 billion cubic feet (BCF) per day of
conditioned feed gas is proposed for pipeline transportation to
liquefaction plant facilities. After fuel gas utilization by
compressor atations and liquefaction facilities, an average 2.1
BeF per day vill be converted to LNG. Approximately 14 million
tons/yr of LNG will be loaded into tankers.

The pipeline will extend approximately 796.5 miles from Prudhoe
Bay to Valdez, Alaska. In order to accommodate the proposed
system throughput, 36-inch O.D., welded ateel line pipe has been
aelected for aaxiaum operating pressures of 2,220 psig. The
pipeline vill be conatructed in a buried mode vith chilled
operation vhere .oil conditions are favorable for long-term
operation. I.olated .pecial design areas vill require the
aboveground con.truction .ode where belowqround conatruction is
not feaaible.

5-1
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Transportation of vaa through the pipeline will be provided by
vas-fuel.d, turbine driven compre••ion equipment located at
intervals along the pipeline route. Conceptual desiqn has
selected a ten compresaor atation configuration to provide
optiaua ayat.. operating characteristica. Many of the .tations
vill be operated with refrigeration syst..s for chilling
pipeline ga. throughput to temperature. below 320F.
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At the terminus of the pipeline, LNG plant facilities will
receive gas thro~ghput at a pre••ure of approximately 1,300
psig. After removal of any aoisture and impurities by drier and
filter equipment, the gas will be liquefied through a .eries of
refrigeration steps at successively lower temperatures. LNG
will be .tored in large, inaulated, special-metallurgy tanks.
Based upon conceptual desiqn and analyses, four 800,000 barrel
storage tanks are .stimated to aatisfy system reliability
requirements. Separate impoundment of each storage t~ with
large dike atructures will contain any accidental apillage of
LNG. Loading LNG into tankers will be accomplished by a .ystem
of special-metallurqy transfer lines, cryogenic pumps, and artic­
ulated loading a~. The transfer system will extend from stor­
age tanks to tanker berths along the dock trestle structure .

Auxiliary facilities for aaintenance, operation and control of
the proposed Trana-Alaska Gas Sy.tem include block valves,
measurement facilities, communication facilities, aaintenance
facilities, and peraonnel living quarters.

An .stiaate of the area disturbed by construction and placement
of Pera&nent facilities ia pre.ented in Table 5.1.
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TABLE 5.1

ESTIMATE or DISTURBED AREA

'"'

Development Component
Pha••

con.truction Operation
(Acr.s)

~

~

~

~

~

,
cd

~

=!

3

The TAGS pip.lin. .y.tam will be designed to transport 2.3 BCF
per day of condition.d natural qas from Prudhoe Bay. Beginning
at a Prudhoe Bay qas measurement facility, the pipeline will
extend approxiaat.ly 796.5 ailes .outh to the proposed Anderson
Bay LNG plant and aarine terminal facility. The pipeline route
will utilize the exi.tinq transportation/utility corridor, qener­
ally paralleling hiqhway and Trans-Alaska Pipeline System (TAPS)
alignments.

In ord.r to provide the 2.3 Ber per day .ystam capacity, con­
ceptual d••iqn i. for a chilled, buri.d, 36-inch 0.0., welded
.t••l pipelin.. Kaxiaum operating pr••sur.s will be 2,220
pounds per .quar. inch qauge (p.iq). Operating temperatures
below 320, will be aaintain.d through northern and interior
peraafro.t ar.a.. Conv.ntional warm qas op.ration will be
utiliz.d in .outh.rn ar.a. wh.re .ss.ntially p.rmafrost-free

5-4
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foothills of the Brooks Range. Route length is 2inimized by

taking advantage of a course almost due south from Prudhoe Bay

to the .agwon Bluffs area. While proximity to, and crossings
of, ex1.~1D9 facilities are avoided, the Dalton Highway still
afforda reaaonable conatruction acces. from aegment ends and
well-placed 1nteraediate acceaspoints.

The area 1a characterized predominantly by tine grained lowland
loess and thaw lake basin deposits. Approaching the Arctic foot­
hilla, upland .ilts are underlain by .hallow bedrock. Beneath
surface vegetation, soils are continuously frozen vith a sballow
active layer.

The Putuligayuk River and 1 other stream are crossed by this
segment.

Road crossings include the spine road and one vell pad access
road at Prudhoe Bay. After passing to the west of TAP~~ump

atation one, the route has no proximity to, or crossings of,
TAPS or the TAPS fuel gas line. The ~uparuk oil line and three
gathering lines are crossed at Prudhoe Bay. There is no
crossing of, or proximity to,the ANGTS right-of-way in this
aegment.

TAGS Compressor Station '1 i. located near the end of this
aegment at Milepoat 66.5.

Sagwon Bluffs Area (Milepost 67.Q) to Ice-cut Hill Area
(Milepo,t 88.Q)

The TAGS route ia veat of the Dalton Highway from the Saqwon
Bluffa area ~o a point just north of lee-Cut Hill. The route
~akes advantage of generally flat terrain along the Sagavanirk­
~ok River valley floor. The aouthern part of this aegment

5-8
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Kil.po.t 5" to 608 CApproxiaat.)
o aouting in pr.doainantly froz.n .oil., with ainiaum

vroundwat.r, to ainiaiz. fro.t b.av. pot.ntial.
o Routing to avoid floodplain con.truction and potential

for auf.i. condition. n.ar Richard.on Highway
,0 Routing to ainiaiz. nuaber of .tr... cro••ing.
o Routing to avoid TAPS proxiaity and cro.sings .ast of

Richard.on Highway
o Routing to ainiaize pip.line l.ngth

Milepost 643 to 648 (Approximate)
o Routing to avoid Culkana Wild and Scenic Riv.rs

Con.ervation Unit

Milepost 700 to 706 (Approximate)
o Routing to avoid upslope construction of abov.ground

TAPS in known ar.a of TAPS thaw .ettlement and .lope_-instability problem.
o Routing to avoid TAPS proxiaity ahd crossings
o Routing to aak. .tr.am cro••ings as far upstream as

po.sible
o Routing to ainiaiz. construction ar.as affecting the

Ton.ina Riv.r
o Routing to ainiaiz. pipeline l.ngth

5.2.2 FEED GAS COMPOSITION

Conc.ptual d••iqn of the TAGS pipeline .y.tem bas considered the

following f.ed ga. coaPO.ition:

~

c:3

J

=

Con.tituent
H2 (lfitroq.n)

CO2 (carbon Dioxid.)

5-37

Molecular'
0.75

0.00
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C1
C2
C3

Ie.
ftC.

iCs
nes

C6+

(Methane) .

(Ethane)
(Propane)
(I.o-Butane)
(Ronaal Butane)
(I.o-Pentane)
(Ronaal Pentane)
(Sexanea and heavier)

91.60
2.67

3.40

0.35

1.12
0.06
0.04

~

100.00'

It has been aa.uaed that pipeline feed gas will be discharged to
the TAGS .yatem from conditioning facilities at Prudhoe Bay.
The proposed TAGS pipeline and compreaaor .tation aystem
utilizes pipeline gas to fuel turbine units at each station.
The composition of the gas will remain unchanged along the
pipeline route.

-',

;;;,3 5.2.3 SYSTEM OPERATING CHARACTERISTICS ..
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The propoaed TAGS pipeline con~eptual deaign i. for 2.3 billion
cubic feet per day (average) of gaa throughput. A 36-inch out­
aide diameter pipeline has been aized to accommodate the design
throughput. Maxtaum operating pre.sures will be 2,220 psig.
Operating temperatures will be aaintained below 320F in
northern peraafroat areas where pipe atructural designs are
based on froat heave conditions. Where conventional pipe
atructural designs are utilized in .outhern portions of the
route, operating t ..perature. will be aaintained above 32oF.

Operating pressure. will vary from the aaximum 2,220 psig to a

:::::i low of 1,100 paig. Xean operating temperatures will vary from
juat below freezing (32oF) to approxaately OOF in

-'I

peraafroat areaa. In nonperaafroat areas or areas where

5-38
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conventional pipe
temperatures vill
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Syst.. operating characteristics vill be optiaized in desiqn
pha... ot project d.velopment a. related to pip. structural
requir..ents, geotechnical requir..ents, theraal requir.ments
and site-specitic evaluation of atre.. cros.ings and facility
crossing••

5.2.4 LINE PIPE

Design and construction of the proposed TAGS pipeline facility
vill involve utilization of the best available arctic tech­
nology. Specially developed arctic grade steels, velding tech­
niques and coating ayst..s vill be u.ed. Recent successful pro­
jects in Ala.ka, in northern Canada, and in the Soviet Onion
have led to the development of arctic pipeline technoloiY that
i. now available to the TAGS project.

5.2.4.1 lipe Steel S,lection

8igh-strength, arctic grade at.el pipe will be utilized for the
propo.ed TAGS pipeline.. Th. pipe vill be designed with suffi­
cient vall thickne.. to vithstand operating pressures and any
external load. that vill be !apo.ed after installation. Pipe
aanufactur. vill be in accordance vith .tandard specifications
of the Aaerican Petroleum Institute for bigh-strength line
pip.. ..tallurgical de.ign of the pipe will be tor the range of
taperature conditions that aay be encountered over the life of
the facility.

Conceptual de.ign of the TAGS pipeline has consider.d use of the
highest .trengtb, co..ercially available pipe aanufactur.d.

5-39
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Mr. Harold W. Moles
Vice President, Operations
Northwest Alaskan Pipeline Company
1001 Noble street, suite 300
Fairbanks, AK 99701

Dear Mr. Moles:

Enclosed is a draft "project overview" for the Yukon Pacific••
Corporation Trans-Alaska Gas Project (TAGS). Northwest
Alaskan Pipeline Company will be a participant in the environ­
mental review process for TAGS.

Your review and comments will be appreciated.

Sincerely,

//}

d:::~n
Vice Chairman

JH:BH
Ene.

To - C. LaGrone
C. Wadlington,Jr.
E. Kuhn
L. Legg
W. Moses
v. Wolfe

From - H. Moles

P.O. Box 101700· Anchor ll:e. Alaska 99510 • 907·279-1596 • Telex 2~340 Capt. Cook AHG

Pennzoil Tower- Suite 800·700 Mili'li1 _.kt'! (if I=il;)' Houston. Texas 77002·2R06·713-222-1313·Telex 775202SerRA
I
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PROJECT OVERVIEW

TRANS-ALASKA GAS SYSTEM
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Pipeline quality LNG feed gas is essentially fre~-- of--~----~--­

carbon dioxide (C02) and natural gas liquids, and
has a BTU value between 1050 to 1150 BTU per cubic
foot of gas. For planning purposes, the following
gas composition has been assumed:

Compound MOL. ,
Carbon Dioxide 0.01

Nitrogen 0.80

Methane 94.56
Ethane 1.95
Propane 2 •48
Isobutane 0.10

Normal Butane 0.10

The TAGS project does not currently propose to
develop a qas conditioning facility on the North
Slope. A gas conditioning facility has been
previously sited and the associated environmental
permits have been evaluated and issued through the
FERC and EIS process. .. ..
Responsibility for construction and operation of the
gas conditioning facility will be the subject of
future discussions among major oil and gas producers
within the Prudhoe Bay unit, Northwest Pipeline
Company, and Yukon Pacific Corporation. Further,
after agreements are reached among major parties,
permission to use state lands will need to be
acquired from the state of Alaska.

B. PIPELINE

Conceptual routing of the TAGS pipeline will follow
the utility corridor (generally parallel to TAPS and
ABGTS) from Prudhoe Bay to Delta Junction. From
Delta Junction south, the TAGS pipeline will follow

-12-
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Office of dw FederellnspBctor
AIa'ka Natura. Ga, Tranaponation System

I

""']

~

Po,t Office luftding, P.O. lox 280
1200 Pennsylvania Avenue, NW.

Washington. DC 20044

00024427

"'

AUG 30 185

~effrey B. Lowenfels, Esquire
lirch, Horton, Bittner, Pestinger

Ind Anderson
Svite 1200
1155 Connecticut Avenue, NW
Washington, D.C. 20036

RE: Appeal of Freedom of Info~tion Act Request Detenlinltfon

Dear Mr. Lowenfels:

A. KUHN

""':l

d

I

:J

~

oJ

;j

::3

'"

On July 22, 1985, the Yukon Pacific Corporltfon (YPC) filed an appeal
to the Office of the Federll Inspector's (Of I) Freedom of Information
(FOIA) Officer's determination of its May 22, 1985 Freedom of Inforaation
Act request for the following docu.ents:

1) all completed sections of the Pipelfne Design Criteria
Manual;

2) Design approval for the Alaskl Gas Conditfoning Facility;

3) TelecOlmUnications Desfgn Criteria Manual;

.) Operations Control Center Supervisory Control System
Design Criteria Mlnual;

5) Ca-pressor Ind Metering Stations Design Crfterfa Manual; and

6) III Environnentll (Stipulation 1.6.1) Pllns approved to
dlte.

For reasons discussed below, the Federal Inspector finds that TPC's appea'
does not warrant Iny .edfficltion of the OFI's FOIA·Officer's decision.

I

I. PROCEDURAl HISTORY

On ~ 22. 1985. TPC filed a FOIA request for the above-described
docu.ents. On May 2•• 1985, pursuant to its info~tion regulations.
10 cFR 1504.208. the OFI notified the Northwest Alastan Pipeline COIPany
UNA) to allow it to co-ent on the propriety of relelsfng u.. Nquested
1nforution. On .June 12. 1985, MWA ffled e...nts wfth the OF! stating
"'at it dfd not object to disclosure of the following tnfOl"llltion:
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1. Pipelfne DCM Section 1.0, -Tlble of Contents,- Revfsion 2
of October 31, 1983, consisting of I cover page, pages 1-1
and 1-2;

2. Pipe11ne DCM Section 2.0, -Introduction, - Revhion 2 of
April IS, 1983, consisting of a cover page, pages 2-1, 2-2,
and 2-3;

3. Pipeline DCM Section 5.0, -Miterial Sites,- Revision 2 of
Janulry 24, 1983, consisting of a cover plge and page S-i
(but specifically .xcluding referenced ..terill);

4. Pipeline DCM Section 18.0, 8Mlinline Pipe,- Revfsion 2 of
January 24, 1983, consisting of a cover plge and plge 18-i
(but specifically excluding referenced ..terfal);

5. Pipeline DCM -Glossary,- Revision 2 of October 31, 1983,
consisting of a cover plge, and pages 1-20, each of them
dlted 31 OCtober 1983;

Stipulation 1.6.1 Plln IS, -Corrosion Control,· Janulry
1984, consisting of a cover plge and plges 5-1.0-1,
5-1.0-2, and 5-2.0-1 (but specifically exclUding the
docu-ents referenced on page 5002.0-1);

Stipulation 1.6.1 Plan 16, ·Cultural Resource Preservl­
tion,· September 1982, consisting of a cover Plge, table
of contents, the plges included fn sections 1.0, 2.0, 3.0,
and the pages included fn Attac~nts A, B, C.

Stipulatfon 1.6.1 Plln 18, -Erosion and Sldi-entation
Control,- Novelber 1982, consisting of a cover page and
pages 8-1.0-1, 8-1.0-2, 8-1.0-3, 8-2.0-1, and 8-2.0-2
(but spec1f1cllly excluding the docUients referenced on
the last t-o PlgeS); and

9. Stipulation 1.6.1 Plln 124, -Stts-ic,- January 1984, con­
sfsting of a cover Plge Ind Plges 24-1.0-1, 24-1.0-2,
24-1.0-3, 24-2.0-1, Ind 24-2.0-2 (but specifically
.xcludfng tile docllltnts referenced on the last two plges).

With respect to the rel.ase of Stctfon 21A of the Pfpeline Design
trfteria Manual (DCM) Ind the Ippendic.s to the BASF process for the
Alasta 'IS Conditioninl facflfty, IVA noted that these doc~nts had
prevfously rec.ived a sensftfve- desfgnatfon IS provided for in OFt's
fnforution regulations, whfch the OFt had agreed fn advance to resist
disclosure. For III of the other uterfal requested, NWA stated that
fOJA, the Copyright Act, the Trade secrets Act Ind constf~tiOftll con­
siderations bar disclosure.
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On June 10, 1985, the OFI rOIA Officer issued its detenaination
~ich found that Stction ZlA of the DCM and the appendices to the IASF
process were sensitive, constituted trade secrets, and should lOt be dfs­
closed. All of the indhidual sections of the DCM .xcept that ..tertll
fdentffied as non-objectionable by IVA were found to be .xe.pt fro- dis­
closure pursuant to 5 U.S.C. SSZ(b)(4):

This _terial provides the desi,n fruewort for the
pipeline, and tts disclosure would be likely to cause
substantial ha~ to [NVA's] co-petitive position.
Vhile not deter8inative, it should be noted that lour
client is sponsoring a -co-peting- pipeline proposal.
Vhile it is difffcult to assess the _,nitude of the
80netary ha". MVA would incur if the requested ute­
ri., were released, it is not necessary to ·conduct a
sophistfcated economfc analysis of the likely .ffects
of disclosure.- (Citation Dlitted)

For substantially the same reasons, the FOIA Officer detenained that the
Telecommunications Design Criteria Manual, the Operations Control Center
Supervisory System Design Crfteria Manual, the Co-pressor and Metering
Stations Design Criteria Manua', and signfficant portions of the Stipula­
tion 1.6.1 Plans should not be disclosed. However, the FOIA Officer
found that the cover page, introduction, scope, summary, and criteria
sections of the 1.6.1 Plans should be released because it -appears that
nothing contained therein would subject the submitter to substantial com­
petitive harm if released.-

By 'etter dated June ZS, 1985, IVA requested clarification of OFI's
June 20, 1985 initia' detenlination of YPC's FOIA request. On pages 1
and Z of MWA's letter, it objected to the -release [of] certlin portions
of MWA's Stipulation 1.6.1 plans over and above the plans for which MWA
has stated it had no objection to release.- In additfon, it provided
5 pages of additional cOllents explaining the basis of its objections to
the release of the docYients in question. MVA also requested clariffca­
tion of the third paragraph on page 4 which states:

OF! "as cons f dered INA's Copyright LIW, Trade secrets
Act, and constitutional ar'Ulents and finds ~ un­
COIIPelUng. The disclosure detenaination ..de here
is based upon OFI's assesllent of the co-petitive h.r.
IVA would suffer if the requested ..terial is disclosed.

On July I, 1985, tile OFI responded. With respect to the co-ents
"'ating to the release of info,...Uon to which MVA objected. tM FOIA
Offtc.r decided that tMt portion of the letter dfd ROt COftstitMte a
request for clariffcation, but rather a request for reconsideration which
Pill be addressed concurrently .ith ,PC's appeal. As for tM ,ortion of
the ,.tter dee.d to be a l.giti.te request for clariffcation. the FOIA
Officer stited:
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TM llnguage 1n the June 20th letter pertafned to
..terial dee-ed releasable under the substantial
cOIlPetithe injury test. To the .xtent that the
decisfon not to disclose was ..de, tt was based upon
OFI's assesSient of the ca.petit1ye hanB MWA would
suffer if the 1nfo....t10n were released. W1th re­
spect to uterfal deelltd non-releasable, [the] OFI
therefore, d1d not reach the additfona' Irg~nts

offered 1n support of non-di sclosure by MVA based
upon the Copyrfght Law, Trade Secrets Act, and
constitutional considerations. The fn1t1al deter­
.ination, howeyer, directed the release of so-e
information over the objection of MVA. Wfth respect
to those doc&lDtnts dee.d releasable, OFI did reach
the additiona' arguments and found ~ unpersuasfYe.

II JUKO" PACIFIC C()PANY's APPEAl

On July 22, 1985, Yukon Pac1ffc Corporation (YPC) filed its appeal
of the OFI FOIA officer's deteMlination that the bulk of the tnfo~tfon

sought pursuant to its May 22, 1985 FOIA request not be disclosed. YPC
argues that both the OFI and Morthwest Alaskan Pipeline Co.pany (NWA) are
wrong in concludfng that YPC fs a co-petitor of MWA. It .ainta1ns that
the projects conte.plate serving ..rtets in dfsparate geographic regions.
Moreover, it contends that by Y1rtue of the President's -Decision and
Report to Congress on the Allska Matura' &as Transportation System­
(Decision), IVA has an exclusiye Flderll -franchise- to trlnsport and
aarket Morth Slope las to the contfguous 48 states. Consequently, it
Irgues, neither it nor I"y other cOIplny cln be viewed as cOIpetition to
~WA.

The only co-petition thlt TPC acknow'edges is -resource- cOIpetftion,
i.e., there is only enough liS on the Morth Slope to support one gls proj­
ect. However, it ..inta1ns thlt this is insufficient to co-e within the
alDit of FOIA exe-ption b(4) (trlde secret or co-mercfl' inforaat1on re­
lease of which would cluse cOIpetitiye hlra). In Iny event, YPC contends
that Morth Slope las reserves Ire probably higher thin the oft-stated
26 tril110n cubic feet, Ind, 1n Idd1tion, there Ire significlnt proyen
reserves in the Clnldiln Arctic whfch require transportation. Stlted
differently, since there Irt s1gnificlnt naturll liS reserves, the
-resource· cOIIpetftion Irl..nt is ftOt wilble•

~
fPC stites thlt FOJA Ix_tions should be construed narrowly. In

order to sustain I 10ft-disclosure dete~ination ·[s]pecif1c factull or
.videntiary ..terti' Ind ftOt ..re conclusory [s1c] opinion is required,­
It contends that -lOlA's Irgu-.nts fill short froll dHonstrat1ng 'actull
COIpetftion and the likelihood of substantil' co-petfttv. tftjur,y.'·
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,PC I\ltes that the public's right to reyiew plans approved by the
Federal lOyernDtnt for the construction of a pipeline on public lands out­
..ighs aft.1 potential haMl to NWA. It points out that MWA .as directed to
__it the requested doc~nts by the lOyernlllnt tn order to obtain an
.aclusiye license (ROW grant). Since Ofl .as giyen the responsibility
to approve the requested docUlDtnts, ,PC argues that the publtc ."t be
liyen the right to scrutinize the. -to deteMline whether the OFI has
ICcOlP,tshed tts job properly ••••-

Ft~ally. it stites:

In addition, the requir.-ent that the Bureau of
Land Mlnlge~nt complete an enYiron..ntal t8plct
statement for the Yukon Pacific project also tips the
scales in favor of disclosure of the approved plans.

On August 12, 1985, MWA filed a response to TPC's appeal to correct
-nUMerous _tsstate8tnts of fact and inaccurate characterizations.- MWA
'igorously disagrees .ith TPt's state-ent that it is not a ca-petitor.
It lists fi,e • .,s in which the respective companies are co-peting:

Project versus Project;

Competition between the parties as transporters of natural gls;

Competition as sellers of gas;

Competition as commercill pipelines, generally; and

Co-petitors in a process.

-"
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After careful consideration of all of the pleadings and other perti­
nent doc~nts, I find nothing that .arrants any change or .edification
of the r01A Officer's deteMlination. wttich I hereby affi,.. in its entirety.
Howe,er. I wish to ttlPhasize that despite TPC's protestations to the
contrary. it is a co-pet1tor of "WA. and release of info,..at1on, oyer and
abo,e that alrea~ provided, would subject "WA to substantial ca-petitiye
injury.

,PC has ttself on prior occasion acknOlfledged that it is a CCMlPetitor
ef ANGTS. It has initiated action to d1s-antle MWA's rederal -franchise­
to transport and ..rtlt North Slope utural ,as in an .ffort to p~te
tts own project. While TPC acknowledges that there N1 be resource
cOIPetition. it argues that there are probably adequate Mortb Slope and
tanadian Arctic reserves to ",pport 80rt than one project. WA stites
that:
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It fs generilly NC09nfz.d thlt 1"-1 ..jor 'IS pf,.­
liM Cln be f1nlnced Ind constructed only on the
blsfs of prov,n reserves. The flct re-lins thlt
sufficient proven reserves .xist on the Allskln lorth
Slope for only one llrge di...ter liS pipelfne•

.1 Igree with thlt observatfon. Moreover, whl1e YPC cllfllS thlt the
respective co-plnies ..rtets Ire in dfsplrlte ttogrlphic regfons, ft
Ippelrs thlt the West COISt of the United Stites fs I urket cc.IOn to
both projects.

YPC fgnores the flct thlt it Ind NWA Ire co-pet1ng pipeline propOSlls;
the former, I prospective enterprise, ~IS done virtuilly no pllnning or
design, and the litter, hiS lone to considerlble expense tn pllnning Ind
design Ictivities. NWA ~IS so-ething of grelt vllue to YPC, the -techni­
cil dltl Ind know-how required to construct I llrge dilleter .rctic gls
pipeline Ind las conditioning pllnt It Prudhoe 8~.-

NWA succinctly points out one of the ~re dfsturbing Ispects of the
instlnt request:

The requester's conclusion It plge 9 of fts
Appeal Isserts I final .nd revealing relson for re-
1els. of the requested documents, to wi t: there is
something Illegedly wrong with the process which re­
quires NWA to spend .ill10ns of dol1lrs prior to
l.,ing one section of pipeline; that tn preplring tts
own project, Yukon Plc1f1c seeks to Ivoid filling tnto
the slme trip; thlt Yukon Plc1fic needs to revfew
NWA's documents fn order to Ivofd spendfng si.fllr
.fllfons of dolllrs. Yukon Plciffc thus proposes to
profit b! the original effort .nd expense fnvested by
IWA. to '.Ip frog- ftself PISt IVA by Icquirfng the
ro.d up Ind know-how to dupliclte NVA' s progress
to this point. Such I windfll', besides hl,ing I
b.sfc sense of unflirness about ft, would pllce NWA
.t I distinct cOlPttitive dis.dvlntage.

The relelse of the lIIjority of the requested doe&lfttnts in these ctrc&n­
stances .auld vtollte the sptrit Ind the l.tter of the Freed08 of
Info~tion Act.

YPC suggests that one flctor which should f.vor dfsclol&lre fs the
lure.u of L.nd MlnagtMnt's (ILM) responsibl1tty to preplre In envfron­
_ntal tllpl(t suu.nt (£IS) for tts proposed route. Hawewer. ,.,bltc
~1sclol&lre 1s ROt necesslry to .chtev. th.t purpos.. OfI 's 1.f.,...tton
regul.tions proytde for sh.rfng I"..ng.-nts btt_n Feder.' .... sute
.,enef.s of sensft.YI .nd busfness fnforution, .s long .s 1M otMr
entity .g...., to Ibf. bl Ofl's dfsclol&lre dtttrw1natfons. Consequently.
ILM could requ.st tM ,.rtfnent fnforuUon f... OF! to prepare the EIS
without 1t Mfnt ,.,bUc.11, ~fsclO1td.
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Moreonr_ t:M DeplrtMnt of the Int.rior (OOn Ind the OFI sfgned I
....or.n...f AI......nt on MA.Y 3, 1983, Ifhtch .stlblish.d the DOl Agency
Authorized Gfftc.r (MO) IS the focil point between the respecU,e .gen­
ct.s. TM ANJ represents In burelus .nd offfc.s of the DOl 1ft ..tters
••Ung .ith the OFI or AllaTS. Most tf not .11 of the infor81tfon needed
for Il.M to prep.re the £IS for its project would be .vIUabl. to the AAO
• I .tter of course. Th.refo.... the fnfortllUon could be us.d by DOl
or the pertinent p.rt thereof. to fulfill tts officf.l Oblig.t1ons.

Finally. I hive considered the c~nts sublitted by IWA .rguing
Igainst the disclosure of 1nforaation found to be releasable in the
1niti.l dete~ination. After c.reful review. I find nothing contained
therein Wlrr.nts any .edificltion of the 1niti.l detenlinlt1on.

The relevlnt documents .nd portions thereof .111 be disclosed or
.ithheld consistent .fth this response.

Sincerely yours.

~
e!L-.·1.1<~
ohn T. Rhett

Feder.l Inspecter·
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PUBLIC NOTICE UATE: November 19, 1986

EXPIRATION UATE: ueCember 23, 1986

CORPS ~EFERENCE NUMBEK: 2-840222

.ATERWAY NUMBER: Valaez HarDor 105

BLM KEFE~ENCE NUM~ER: AA-53559
F-083941

~PECIAL PU~LIC NOTICE
Trans-AlasKa Gas System Environmental Impact Statement

Interest~d parties are hereoy notifiea of tne U.S. Army Corps of Engineers
lCorps) ana Bureau of Lana Manag~~nt (dLM) intent to prepare an
Environmental Impact ~tatement lEIS) for YUKon Pacific Corporation'S (YPC)
proposeu Trans-AlaSKa bas System (TA~) ProJect. YPC nas applied for a
Uepartment of tne Army lOA) permit and a Federal grant of rignt-of-way to
construct a large aiameter (30 N

) Duriea gas pipeline. liquid natural gas
~LNb) plant ana tanker loaaing port facilities, and atn~r related
fac1/itles. Tne Corps ana tne ~LM nave aetermined that the issuance Of a DA
pennit for the proQOsea work ana the granting of a Federal right-of-way are
major Feaeral actions which may significantly affect the human enviroAlent
ana that an EI~ will be preparea prior to the decision on wnether to fSsue
or deny tne permit or yrant tne Feaeral right-of-way.

APPLICANT: Yukon Pacific Corporation, Post uffice ~ox 101700, AnChorage.
AlaSka ~9510.

lv~ATIUN: The proposea project would extend from Prudhoe Bay to Port Yalaez
.1tn an LNG plant and port facilities being locatea at Anderson Bay
approximately five miles southwest of Valdez, Alaska. See attaChed raDte
maps.

wUKK: Thc proposea work consists of constructing a buried 36N diame~ 797
mile long gas pipeline, ten gas compressor stations, an LNG plant, anfa
Ilarine tanker loading port facility.

Tne project woula follow existing utility corridors from Prudhoe 8aYlr
Valaez, rougnly paralleling the existing Trans-Alaska Pipeline Systee (TAPS)
oil pipeline and \fr~ Prudnoe bay to Delta Junction) tne authorized~

unconstructed Alaska Natural Gas Transportation System (ANbTS) gas
pipeline. )ee section 2 of the attaChed project description document for
aetails.
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2• PROJECT DESCRIPTION

IIATOBAL W

Gas Supply:

current state estimates show a North Slope (Alaska) natural qas
reserve of 28.7 trillion cubic feet (TC~). Of that, 27.3 Tel is
in Prudhoe Bay. 0. S. Geoloqical Survey estimates of undis­
covered, recoveral:lle, conventional resources of natural qas on
the Alaskan North Slope and adjacent offshore areas averaqe
189.5 TCl. At full developmant, TAGS would use 2.8 billion
cubic f~et per day (BClO) of raw natural gas.

Approximately 2.5 BelO of North Slope natural qas is currently
produced and reinjected durinq oil extraction. Prior to reinjec­
tion, water and some heavier hydrocarbons are rUloved. Addi­
tional gas conditioninq would be required to .eet pipeline
quality specifications. Conditioninq at Prudhoe Bay will result
in 2.3 BCTO of pipeline-quality 9as. A ...11 amount will be
uaed for operation of the TAGS compressor stations and LNG ter­
minal, leavinq approximately 2.1 BelD of pipeline qas for conver­
sion to LNG. See Fiqure 2 for syst.. block flow diaqram.

lor planninq purposes, YPC assumes the pipeline-quality natural
gas received at Prudhoe Bay will be approximately 92 percent
methane, 3.5 percent propane, and 2.5 percent ethane, with the
remaining 2.0 percent comprised of butane, isobutane, nitroqen,
and carbon dioxide. The heating value vill be approximately
1110 Btu per cubic foot.

Gas Conditioning Facility:

Since previously authorized gas conditioning facilities at
Prudhoe Bay could deliver the quality and quantity of natural
gas needed for the TAGS project, YPC will not seek authorization
to construct such a facility at this time. Development of qas
conditioninq facilities. in Prudhoe Bay will be discussed Donq
qas producers, the Northwest Alaskan Pipeline Company, and YPC.

PROJECT cQKPOQNTS

Pipeline:

TAGS conceptual desiqn is basad upon a 36-inch, outside dia­
..tar, buriacl pipeline. The pipeline vill only be elevated at
two ..jor fault crossings and tour ..jor river crossinqs (Yukon,
Tanana, c;ulltana, and Tazlina rivers). The Yukon River crossinq
vill require one pier to be located in the river. See riqures 3
through 6 for typical fault and river crossing~.

Operatinq pressure ot the pipeline syst.. vill range from 1,100
to 2,220 pounc!a per square inch gauge (psiq).

-4-
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........,••'ter .I. Hlckll
CUt...... of the Ioarel
Jlkon 'Ictftc Clrporlt1on
'.0. IDa 101700
_lIarlp. AlI,kl 99" 0

GIIr .......r Ittet.':

I .j071C1 .. COftVlrl.ttOft wtth 'yoU II'Id JOUr con"",1 ratlrd1n. the
fr••••Al.skl II. Slsu. II propos. ~y 'ukon '.ct'tc. .,.. 'PPtlrs
to .. brel411 baled tnt....lt In dI."'.-ent of I Qat. to •••
utlral ••, 're. U •. 'rudb. ,...1•.tnto .tther or Nth d.-stlc Ind
'ore1", _rk,tl. I hlv. dilcus,. JOUr propolll wttlt colt....... In
ta. IUt, ........nt, tile IItt..I' SKurt" COuncl1 ... SKntll7 .
Hodel In til, DlpertMftt 0' ....re. 11111 '"' the proJect .llrw,•
....tOUI canlt.tltlan withtn"- _tnt.trltton. "'.,r" _...
_cll MItt Inc'.tft' .... lite Yukon 'actftc ... 'roJect -u
tdl 'lti "'th till Al••1 .turl' lei l'rIftlPOtCt't.. s,n. (AImS)
..fch, • JOU Uow. "Ul .Intltnl • rtgbt-o'wWJ I'., ••~.tIIIttll
portf. of , .. proposed route.

1111... l' ...Iaan to , t••• that tile ."'~tct could prowld. subatantt.,
.....,'It. to ..... clo n tn. 10.....nd ~Pln. 'M. ,"nt.tlr
IIkl.ane and 'tlstdent "lgIft Nelllt11 Iftcourlged pM.lt. SlCtor. 1ft
thltr counttl•• to ....... tn fllltltl1 ttl ,tudt.. to det.rat.. ..ther
_Ying Alaskl .turl' ..,to ., .nltl t, econ.Icall, fllb1,.

I look , ....rd CO ,..tth 41.cu.tons with JOY '" til. Yukon 'lcIftc
II. 'roJect. ~ 1Krebtl Vl1lt. Ito"'. AI,tltant SllCretlr1
......., ClrrutMtI, Ind otw 1. Mrs of the oePlrtlllllt Of the Intlr10r
.... IYI1labl. to.dtlCUSI the project IS tt relltal to OUt authortties
lAd respoul~t1ttl.l. M,. bow. tllere t... ulat1", ,,,t"ltt.,
ca.f AImS 'or .'lylttn, IIDrtIt 510,. ... ,....... to the .
~ ,. "'l1e "'" co- t81nt ft. forecl.1I other
optlonr__ t.rtaapOtt1 Prudhoe'" """"'. 1.g1Illtt", .., ..
...." • aIUorta r trl rtlttan ·,roJect. 'lit, DePln-nt
..11 .,ppOrt t.lttltty••tela WI"• ..-th 510pe III to .tk.t.

I loot 'orwrd " Mlrtnl ,,. ud ••1", .YOU '1I1a.

StllCa...',.

/./ Wtl1t•• Clark

"lilt. Cllrk

iii·
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