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MEMORANDUM OF THE CHAIRMAN

To Members of the Senate Committee on Energy and Natural
Resources:

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

As mandated by the act, the FP C reported its recommendations to
the President on May 2, 1977, and other Federal departments and
agencies submitted their comments nnd responses to the FP C report on
July 1, 1977. The President ;s directed by the act to issue a decision
as to whether or not a transportation system for the delivery of Alaskn
natural gas should Is' approved nnd, if so, to designate such a system.

Pursuant to the act, the President's decision designating an ap-
proved transportation system for the delivery of Alnsk., natural gas
shnll take effect upon the enactment of a joint, resolution of Congress.
Beginning on the date after the receipt of such decision, the Congress
has 60 calendar days of continuous session to enact a joint resolution.
If not approved within 60 days, the act allows the President. i ildi-
tional 60 days to pro|>ose a new decision.

In order to provide members of the committee, the Congress, nnd
the public with ncce.ss to the various reports and comments submitted
bv the FP C nnd other Federal departments nnd agencies, | have asked
that the President’s decision transmitted to the Congress on Septeni-
lier 22, 1977, nnd selected summaries of relevant documents be assem-
uled in a committee print nnd made available.

Hknry M. Jackson, ChAirmanm
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DECISION OF THE PRESIDENT
DECISION ON AH ALASKA
NATURAL GAS TRANSPORTATION

SYSTEM

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

Section 7(a)(4) of the Alaska Natural Gas
Transportation Act of 1976 (ANGTA) states:

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

(A) describe the nature and route of the systenm
designated for approval;

(B) designate a person to construct and operate
such a system, which person shall be the appli—
cant, if any, which filed for a certificate of
public convenience and necessity to construct
and operate such system;

© identify those fac lities, the construction
of which, and those ope®o "ions, the conduct of
which, shall be encompasfed within the term
"construction and initial operation” for purposes
of defining the scope of the directions contained
in Section 9 of this Art, taking 1into considera—
tion any recommendation of the Commission with
respect thereto; and

D) identify those provisions of law, relating
to any determination of a Federal officer or
agency as to whether a certificate, pernmit,
right-of-way, lease, or other authorization
shall be issued or be granted, which provisions
he finds (i) 1involve determinations which are
subsumed 1in his decision and (ii) require
waiver pursuant to Section 8(g) 1in order to
permit the expeditious construction and initial
operaiion of the transportation system.

11>



As part of those determinations, an Agreement on
Principles concluded with the Government of Canada pre—
scribes various terms and conditions applicable to the
construction and operation of the pipeline. The Agreement
on Principles 1is attached hereto as Section 7 of this
Decision and made an integral part of the Decision by this
reference.

With the incorporation of the aforesaid Agreement,
and the finding that it is in the national interest to
expeditiously undertake to construct an Alaska Natural
Gas Transportation System, the system designation and

related statutory determinations are as follows:



SECTION 1 - DESIGNATION OF PERSON TO CONSTRUCT AND OPERATE
T THE SYSTEM

The Alcan Pipeline Company, now a wholly owned
subsidiary of Northwest Pipeline Corporation”~/, or its
successor, is hereby designated to construct and operate
the portion of the system within the State of Alaska.

The Northern Border Pipeline Company, a partnership
consisting of subsidiaries or affiliates of Columbia Gas
Transmission Corporation, Michigan-Wisconsin Pipeline
Company, Natural Gas Pipeline Company of America, Northern
Natural Gas Company, Panhandle Eastern Pipe Line Company,
and Texas Eastern Transmission Corporation, or its successor,
is hereby designated to construct and operate the portion
of the system from the United States-Canada border near
Monchy, Saskatchewan, to a point near Dwight, Illinois.

The Alcan Pipeline Company, or its successor, and the
Northern Border Pipeline, or 1its successor, shall be
publicly held corporations or general or limited partner—

ships, open to ownership participation by all persona

1/ Northwest Pipeline owns and operates a 4,3<0-mile
pipeline system for transporting gas in the states of
Colorado, Idaho, Nevada, Oregon, Utah, Washington, and
Wyoming. Northwest Pipeline i3 a wholly-owned subsidiary
of Northwest Energy Company, a holding company whose
principal asset is all the outstanding common stock of
Northwest Pipeline.



without discrimination, except producers of Alaskan
natural gas.

The Pacific Gas Transmission Company 1is hereby
designated to construct and operate the portion of the
system from the United States/Canada border near Kingsgate,
British Columbia, to the border between the States of
California and Oregon.

The Pacific Gas and Electric Company is hereby
designated to construct and operate the portion of the
sy3tem from the border between the States of California

and Oregon through the State of California.



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

The Alcan system is an overland pipeline system to
transport natural gas from the Prudhoe Bay area of Northern
Alaska through Alaska and Canada into the Midwest and
Western sections of the contiguous United States. See
Exhibit 1.

The expected volume of gas to be available initially
from the Prudhoe Bay field is 2.0 to 2.5 billion cubic feet
per day (bcfd). The system described herein is designed to
handle this througnput volume. The capacity of the systen
could be increased in the future to accommodate additional
volume throughput by construction of additional facilities.

Alcan Pipeline Route in Alaska

The proposed Alcan pipeline will commence at the
discharge side of the gas plant facilities 1in the Prudhoe
Bay field. The pipeline will parallel the Alyeska oil
pipeline southward from the North Slope of Alaska, crosB
the Brooks Range through the Atlgun Pass, and continue on
to Delta Junction.

At Delta Junction, the Alcan Pipeline will diverge fro,
the Alyeska oil pipeline and follow the Al iska Highway and
the Haines oil products pipeline tlght-of-way, passing

near the towns of Tanacroou, Tok, and Northway Junction
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in Alaska. The right-of-way of the Haines oil products
pipeline is at present approximately fifty feet wide and
is closely parallel to the Alaska Highway. The Alcan
pipeline will then connect with the proposed new facili—
ties of Foothills Pipe Lines (South Yukon) Ltd. at the
Alaska/Yukon Territory border.

From Prudhoe Bay to Delta Junction, Alcan expects to
construct its line approximately eighty feet from the
Alyeska oil pipeline. As proposed by Alcan, construction
will be carried out by extending the existing Alyeska work
pads. However, Alyeska advised Alcan that its “preliminary
general guidelines* indicate that the Alyeska and Alcan
lines must be separated by 100 to 200 feet where blasting
to build the pipeline trench would occur (approximately
350 miles of pipeline length). Additional studies will
determine the minimum distance between the Alyeska oil
pipeline and the Alcan line that 1is necessary to permit
safe construction and operation.

Alcan Pipeline P.oute Through Canada

The Canadian portion of the Alcan Project will commence
at the Alaska/Yukon border 1in the vicinity of the towns of
Border City, Alaska and Boundary, Yukon.

From the Alaska/Yukon border, the Foothills Pipe Lines

(South Yukon) Ltd. pipeline will proceed south until it



reaches the White River (milepost 44), where it will take
a more eastward course across the Yukon Territory. The
pipeline will cross the Territory generally parallel to
the Alaska Highway. Along most of the pipeline route
through the Yukon, the separation between the pipeline
route and highway route will be approximately one mile.
There will be several points, however, where the pipeline
route will divert substantially from the route of the
Alaska Highway. These departures from the Alaska Highway
route will permit the pipeline to continue on a more direct
course than if it were to follow the Alaska Highway.

At approximately milepost 240, the pipeline will
be routed north of Whitehorse id crorj the Yukon River near
the intersection of the Alaska and Klondike Highways. Near
this intersection, approximately 9 miles northwest of
Whitehorse, the pipeline will be constructed to permit a
later connection with the proposed Dempster Line from
the Mackenzie Delta, if and when the Dempster Line is
constructed.

After it crosses the Yukon River north of Whitehorse,
the pipeline will turn outheast and again travel parallel
to the Alaska Highway, entering British Columbia at approxi—
mately milepost 397 and reentering the Yukon Territory at

approximately milepost 435. The pipeline will continue



to follow the Alaska Hignway eastward through the Yukon
Territory and again cross the border into British Columbia,
approximately twelve miles southwest of Watson Lake, Yukon.
At this point, the Poothills Pipe Lines (South Yukon) Ltd.
pipeline will terminate, and the Foothills Pipe Line (North
B.C.) Ltd. 1interconnecting pipeline will commence.

After it passes the British Columbia border, tne
pipeline will proceed gene ally southeast ac* ts the
northeastern part of the Province to the British Columbia/
Alberta border, crossing the existing Westcoast Transmission
Company Ltd. main line some 35 miles south of Fort Nelson.
At Boundary Lake on the British Columbia-Alberta border,
the pipeline would connect with the Foothills Pipe Lines
(Alta.) Ltd. pipeline. Tn Alberta, the Foothills Pipe
Lines (Alta.) Ltd. pipeline will proceed generally southeast
from Boundary Lake to Gold Creek Junction. After Gold Creek
Junction, the pipeline will follow the existing Alberta Gas
Trunkline Co., Ltd. (AGTL) pipeline right-of-way to James
River Station.

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

then cor ,cct with the Foothills Pipelines (South B.C.)
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Ltd. pipeline, continue to the southwest across British
Columbia, and finally connect w."th the Pacific Gas
Transmission (PGT) pipeline at the United States/Canada
border near Kingsgate, British Columbia. The pipeline
route through southern British Columbia will generally
parallel the existing pipeline route of Alberta Natural
Gas Company Ltd.

For the eastern leg from the James River Station, the
pipeline will proceed generally to the southeast until it
reaches the Alberta/Saskatchewan border near Empress,
Alberta. The eastern 1leg will then connect with the
Foothills Pipe Lines (Sask.) Ltd. pipeline. The pipeline
will then continue to the southeast across Saskatchewan
and join with the Northern Border Pipeline system at the
United States/Canada border near Monchy, Saskatchewan.

Alcan Pipeline Route 1in the Contiguous United States

On the western leg, the Alaska gas will be transferred
at the United States-Canada border near Kingsgate, British
Columbia, to the PGT system. The PGT system will transport
the gas through northern Ildaho, southeast Washington, and
central Oregon. At the Oregon/California border, the gas
will be transferred to enter the Pacific Gas and Electric
Company (PGsSE) system and will then be transported through—

out California.



On the eastern leg the Alaska gas will be transferred
It the Saska*-chewan/Montana border from the Canadian-owned
portion Or the Alcan system to the Northern Border
Pipeline lystem. The Northern Border Pipeline systenm
will then transport the gas across the northeast corner
of Montana, the southwest section of North Dakota, the
northeast section of South Dakota, the southwest corner of
Minnesota, and the northeast section of lowa, and finally
bring the gas just south of Chicago to Dwight, Illinois.

Exhibit 2 on the following page illustrates the

respective routes of the eastern and western 1 s of the
Alcan system and their relationship to the existing jas

pipeline network 1in the United States.

»o»« 0. 71. ]



Al CAN Pipeline Project location Relative
to EMisting Natural Gas Pipeline Network
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SECTION 3 - IDENTIFICATION OP FACILITIES INCLUDED WITHIN
"CONST: ction and initial operation"

G eneral Project Description

This section 1identifies the facilities for the Alcan
project which will be entitled to the expedited authoriza-—
tion process prescribed in Section 9 of ANGTA. The
facilities which are to be covered are those in the U.S.
which are adequate for a throughput of up to 2.4 bcfd and
are included in the revised Alcan filing submitted to the
Federal Power Commission (FPC) in March 8, 1977. If any
modifications to those facilities are required by the
Agreement on Principles between the U.S. and Canada, those
modified facilities will also be entitled to the expedited
authorization process 1in Section 9.

Uncertainties remain as to the future level of gas
exports from Canada®s historical gas supply sources. The
actual division of Alaska gas among the various regions of
the contiguous United States awaits conclusion of gas sales
contracts. Routing and design work should be sufficiently
complete to allow final certification 1in late 1978 or early
1979. The final dosign and location of the facilities,
however, will be within the gener."l description set forth.

The gas transportation system will utilize a 48-inch

diameter pipeline from Prudhoe Bay to James River, Alberta.
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From James River, gas destined for the midwestern and
eastern states will be transported through a 42-inch
diameter pipeline to Monchy, Saskatchewan, and ga& des—
tined for the western states will be transported through a
16-inch pipeline to Kingsgate, British Columbia. PGT and
PGtE will complete looping-"as necessary of their existing
pipeline systems from the Idaho-British Columbia border to
Antioch, California (near San Frs-.cisco) with a 36-inch
diameter pipeline.

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

miles of pipeline 1in the Yukon lie in the continuous and

discontinuous permafrost region.-"" This section will be

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

vent degrada»* e of the permafrost regime. Gas chilling

-  “Loop.ng" is construction of a pipeline parallel to and
inte.connected with an existing pipeline. Looping may
extend to part or all of an existing line.

By definition, permafrost consists of soil, rock, or
other earth material, the temperature of which remains

at or below 32 P. (0 C) continuously for two or more
years. Its distribution 1is not uniform. Factors con—
trolling the distribution of permafrost include the
glacial and climatic history of the area, thermal prop-—
erties of the earth material, ambient temperature, insu—
lation properties of overburden, and amount of exposure
to sun (e.g., shading caused by orientation of topographic
features). The permafrost would be continuous along
approximately the first 240 miles of the pipeline (to
near the South Pork of the Koyohuk River). Along the
remaining pipeline route to the Yukon border, the perma-—
frost would be discontinuous.
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refrigeration
stations in Alaska.

of the various pipeline segments will
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Alcan Pip#lin*
Company
731 MMat 4TLIna
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(South Yukon) Lid.
$17 mjim, srim *

Foothills Pip* Unas
(Alla) Lid.
176 Milas. 34TLin*

Foothills Pip* Lin*a
(South B.C.) Lid.
10# Milas. 3#nJo*

Pacific Qa*
TransmlssionCo.

+12 Milas
Partial M"looping

Pacific Gas &
Elactric Company
290 Milas
Partial 36*Looping



Peak-day capacity utilizing nine compressor stations
(see item 4 below) will be 2.6 bcfd, with an average daily
volume of 2.4 bcfd. By installation of intermediate com—
pressor stations, the system could be increased to 3.4 bcfd
peak capacity, with an average day capacity of 3.2 bcfd.
The system capacity could be further increased by addition
to the compressor horsepower at each station.

Alcan Compressor Stations and Refrigeration
Facilities 1in Alaska

Centrifugal compressors, powered by natural gas-fueled
t-rbine engines, will be used on the Alcan system. In order

to minimize th-iwing of the permafrost soil, the discharge

gas at each compressor station in ,.laska will be chilled by
a propane refrigeration plant. The following describes the
required compression and refrigeration facilities. All of

these facilities are required for construction and initial

operation. Number of total Installed Horsepower)1S0)
Gas Gas Gas
Station Milepost Compressors Compression Refrigeration
Al.-1 75.0 1 26,500 7,660
AL-2 133.0 1 26,500 7,660
AL-3 242.3 1 26, 0 13,830
AL-4 331.0 1 26,500 13,830
AL-5 418.8 1 26,500 13,830
ALr6 504.7 1 26,500 13,830
AL-7 589.9 1 26,500 13,830
AL-8 673.4 1 26,500 13,830
1UTAL. 8 212,000 98,300



Other Alcan Pipeline Facl. les in Alaska

Metering facilities for the measurement of gas flow
and gas quality will be required in Alaska at the Prudhoe
Bay receiRt point, at the Fairbanks sales point, and at the
transfer point cn the Alaska-Yukon border.

A central operating center, located in Fairbanks, will
monitor and control all compressor station operations.-

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

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

Permanent bases for operating and maintaining the systen
will be selected and located after defining areas in which

“common problems may occur due to similarities of terrain and

-~ The compiessor stations will be automated for remote
control of all normal functions, including discharge gas
temperature.



climate. The bases will be located at or near compressor
stations to avoid duplication of permanent above-ground
facilities. Materials and vat is spare parts will be
located at the bases to facilitate maintenance and repair
operations.

All of these facilities will be required for construc—
tion and initial operation.

Lower 48 Facilities

For purposes of this part of the Decision, the facilities
described generally below are deemed necessary for construc—
tion and initial operation, and will be entitled to expedited
issuance of authorizations pursuant to Section 9 of AHCTA,
provided that the final certification of such facilities
shall be determined by reference to the size necessary to
provide the transportation capacity certified to the FPC-7
by the Secretary of Energy, as set forth 1in the terms and

conditions section.

- The final certification func ion currently resides with
the Federal Power Commission L"lder the Natural Gas Act.
On October 1, 1977, the Department of Energy will be
activated pursuant to the Department of Energy Organiza-—
tion Act, Public Law 95-91, and the functions of the FPC
under the Natural Gas Act w “Il be transferred in part to
the Federal Energy Regulatciy Commission (FERC). There —
fore, where reference 1is made herein to future actions
of the FPC, they will be carried out by either the
Secretary or the FERC, as the case may be, as of
October 1, 1977.
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In order to deliver gas contemporaneously to points both
east and west of the Rocky Mountains in the lower continental
United States, the Alcan system will bifurcate at James River,
Alberta and form a Western Leg and an Eastern Leg. First, the

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

Western Leg

Alaskan gas will be transferred at the Canada/United
States border near Kingsgate, British Columbia, to Pacific
Gas Transmission Company (PGT). PGT will transport the
gas through Ildaho, Washington, and Oregon. At the Oregon/
California border, the gas will enter the intrastate
facilities if Pacific Gas and Electric Company (PG&E).
The gas will be transported throughout much of California
through existing and expanded intra3tate gas pipelines.

The additional western Leg facilities which are part
of the Alcan project are those covered by the *1580 Design.*
The major component of this expansion will add approximately
873 miles of looping and result in complete looping of the
917-mile PGT/PGSE system from the Canada/United States
border to Antioch, California (near San Fral!.cisco). The
two parallel 1lines will be operated as a single system.
Various modifications to the existing compression facili—

ties wi"l be required. However, the increase 1in system



capacity of 659 mmcfd could be achieved without installation
of additional compression horsepower or increase of compres—
sion fuel usage. A minor addition of facilities south of
Antioch may be made at a later date, depending on conditions
prevailing at that time. All Western Leg facilities which
are part of the Alcan project are subject to Section 9 of

ANGTA.

The Eastern Leg

The Alcan system will transport Alaskan gas for
delivery to Midwestern and Eastern markets 1in the lower
continental United States through an Eastern Leg. The
Eastern Leg will commence at the bifurcation point of tle
main express line at James River, Alberta and terminate
at Dwight, 1Illinois (near Chicago). Total length of the
Eastern Leg will be 1,352 miles. 1Including 235 miles in
Canada and 1,117 miles 1in the United States. All pipeline
for the Eastern Leg will be 42 inches in diameter.

Alasxan gas will be transferred at the Saskatchewan/
Montana border from the Canadian-owned portion of the Alcan
system to the Northern Border Pipeline system (Northern
Border). The Northern Border system will travel diagonally
across Montana, North Dakota, South Dakota, Minnesota, and

lowa, and tei ilnate near Chicago, Illinois. Along this
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route, direct deliveries of gas will be made by Northern
Border into the systems which cross the pipelines Natural
Gas Pipeline Company of America, Northern Natural Gas
Company, ar.d Michigan-Wisconsi.i Pipeline Company, Other
purchasers will receive Alaska gas by displacement.-"

The specific facilities that will be required to
interconnect the various pipelines to receive gas from the
Northern Border system, either by direct delivery or by

displacement, will be determined when gas sales contracts

have been euecuted. Pinal design of the required facilities

will depend upov the division of Alaskan gas among the
various pipeline companies and various regions of the
contiguous States. Pinal design will be complete at the
time of final system certification in late 1978 or early

1979. All facilities which arc part of the Northern Borde

r

system are neceasary for construction and initial operation,

and all tacilities which are part of the Northern Border
system as finally certifieo by the KPC are subject to

Section 9 of ANGTA.

~ “Displacement” of gas 1is a method by whicn ga3 may

be supplied to a purchaser from clone by in exchange for
gas sold to the purchaser elewhere. Displaccmei.t, "itch

la a commonly used method 1in the gas industry, el n
the cost of physically transferring gas between marko*

®es



SECTION 4 - DELINEATION OF PROVISIONS OF LAW THAT ARE
SUBSUMED 1IN THIS DECISION AND REQUIRE WAIVER

Under Section 7(a)(4)(D) of ANGTA, the President shall

identify those provisions of law, relating to any
determination of a Federal officer or agency as to
whether a certificate, permit, right-of-way, lease,
or other authorization shall be issued or be granted,
which provisions the President finds (i) involve
determinations which are subsumed in his decision and
(i1) require waiver pursuant to section 0(g) 1in order
to permit the expeditious construction and initial
operation of the transportation system.

At this time, however, there are only two statutory
provisions that 1involve determinations subs med 1in this
decision and require waiver pursuant to section 8(g) of
ANGTA.7/

Under Section 3 of the Natural Gas Act (15 U.S.C.
117b), the Federal Power Commission must issue an order to

authorize any export of natural gas; such an eider shall

7/ Sect ion 8(g)(l) of ANGTA states that the President
will have the opportunity at a later date to ident"fy
and seek waiver of additional provisions of law.

This subsection states:

At any time after decision designating a
transportation sys em 1is submitted to the Congress
pursuant to this section, if the President finds
that any provision of law applicable to actions to
be taken under subsection (a) or (c) of Bection 9
require waiver in order to permit expeditious con-—
struction and initial operation of the approved
transportation system, the President may submit
such proponed waiver to both Houses of Congress.
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issue unless the Commission finds that the export is not
consistent, with the public interest.
In addition, under Section 103 of the Energy Policy

an-* Conservation Act, the President is required to promul
gate a general rule prohibiting exports of natural gas
from the U.S., except that he may permit those exports
which he determines to bo consistent with the national
interest and with the purposes of the Act (Section 103(b)
(1)). To make such a determination, Section 103(d)(1)
directs the President to take 1into account the need to =
leave uninterrupted or unimpaired Jexchanges in similar
quantity for convenience or increased efficiency of trans
portation with persons or the government of a foreign
state."

As a result of the recent Agreement on Principles
between the United States and Canada, Alcan will be
reauired to make available limited quantities of Alaskan
gas to communities 1in the Yukon Territory and the western
provinces, subject to provision of replacement gas down—
stream in Canada. This transaction w.ll be an export
requiring separate authorizations under the above

mentioned two statutes.



The requirements arising under Section 3 of the
Natural Gas Act and under Section 103 of the Energy Policy
and Conservation Act could be met without waiver of these
provisions, but additional, and unnecessary, FPC and
Presidential action would be required. Accordingly, both
of these statutory subsections shall be waived for the

exchange of gas mentioned herein.



SECTION 5 - TERMS AND CONDITIONS AND ENFORCEMENT

To ensure the proper management and timely completion
of the construction of the designated transportation system,
the following general terms and conditions shall be appro-—
priately incorporated into any certificate, right-of-way,
lease, permit or authorization directed to be made by any
Federal officer or agency.

As described more fully below, these terms and conditions
will be followed by a set of stipulations establishing
general standards of environmental and construction perfor—
mance, and the procedures for the submission and approval
of construction plans and environmental safeguards, and then
by site specific terms and conditions issued prior to actual
construction of any pipeline segment. The terms and condi —
tions described here are not meant to limit or foreclose
the adoption of such stipulations and terms and conditions
but are 1intended to begin the process by which a set of
effective and workable safeguards are evolved. There is
contemplated cooperative action by the Federal and Alaska
State Governments 1in the development and enforcement of
stipulations and site specific terms and conditions.

Similar cooperative action i3 contemplated with the

governments of all affected states.



Under the proposal made at the end of this section for
the organizational 1involvement of the Federal Government
with the successful applicant, the Federal Inspector for
construction of the transportation system shall have
supervision authority over the enforcement of these terms
and conditions subject to the ultimate authority of the
Executive Policy Boar-~described below.

Terms and Conditions

The terms and conditions proposed for inclusion into this

Congressional authorization are set forth, by category,

as follows:

I. Construction Costs and Schedule

Management and Organization
1. Prior to the issuance of the certificate,
the successful applicant shall provide a
detailed overall management plan, to be approved
by the Federal Inspector, for the preconstruction
and the construction phases of the transportation
system project. The successful applicant shal
define 1its relationship with the execution
contractors, and shall give consideration to
various management approaches - such as Fast

Track, Stage Design, and other management

O-IT 1



approaches - that will facilitate the cost-
effective, environmentally sound, and timely
construction of the project.

2. The successful applicant may not use cost-
plus type contracts with execution contractors,
except where the Federal Inspector determines
that special conditions warrant this type of
contract. Otherwise, the applicant shall use
fixed-price contracts, including the firm fixed-
price, the fixed-price with escalation, and
fixed-price 1incentive type of contract.

3. The successful applicant shall specify for
approval of the Federal Inspector the insurance,
bonding, and any other prequalification require—
ments for all consultants and execution contractors.
Construction Cost and Schedule Control Techniques
4. Prior to the initiation of construction,

the successful applicant sha? provide a

detailed analysis and description of its

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

estimating techniques.



5. Prior to the initiation of construction,

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

70 percent (or greater) of the "otal systenm,

and the remainder may not rep.rsent *ny one
contiguous or specific type of eonstruction or
geologic situation (e.g., river crossings, dis—
continuous permafrost, or elevated pipeline,”.
The Federal Inspector may relax the above speci-
nec minimum percentage requirement, with the
consent of the Executive Policy Board, if ho
finds there are extenuating circumstances that
warrant such an action.

General Operating Strategies

6. The successful applicant shall develop

and submit to the Federal Inspector cost-
effective and feasible methods for supplying
general and specialized equipment, as well as
repair facilities and spare-part inventories,

to the execution contractors. The applicant



shall give consideration to various techniques
of equipment provision, 1including use of equip—
ment pools, equipment leasing or buy-backs.

7. frior to the initiation of construction,
the successful applicant shall supply detailed
information to the Federal Inspector on its
labor relations procedures, and indicate the
proposed means to address and resolve disputes
arising under collective bargaining agreements.
8. In entering into contracts with execution
contractors, the successful applicant shall
seek to incorporate techniques for resolving
disputes arising under such contracts witnout
recourse to litigation.

Quality Assurance and Control Procedures

9. The successful applicant shall provide to
the Federal Inspector a det-iled description

of quality assurance and control procedures
that will oe implemented prior to the start

of construction. Such a description must at
least include prov.sions for quality assurance
and control procedures lor environmental protec—

tion, corrosion, pipeline and compressor-statlon



welds, pipeline placement, equipment and other
appropriate matters.

Procedures for Enforcement of Terms and Conditions
10. The successful applicant may not initiate
activity on any aspect of the pipeline until
authorization to proceed witn construction,
including site-fpecific terms and conditions

for that aspect of the pipeline, has been issued
and procedures for enforcement of terms and
conditions have beer established by the appro—
priate Federal officers.

Minority Business Enterprise Participatioi

11. The successful applicant shall develop and
submit to the Federal Inspector for approval a
plan for taking affirmative action to ensure that
no person shall on the grounds of rai , creed,
color, national origin or sex be excluded from
receiving or participating in contracts for
management, engineering design or construction
activity. The successful applicant shall require
eacn of his contractors and subcontractors having
contracts valued at $150,000 or more to develop
similar plans providing the assurances specified

in the preceding sentence.



Safety and Design

1. The successful applicant shall construct,
operate, maintain and terminate the pipeline
in accordance with Federal gas pipeline safety
regulations. The applicant shall ensure that
construction and operating specifications are
in accordance with good engineering practice,
both to maintain the safety and the integrity
of the pipeline and to protect the health and
safety of project personnel and the general
public.

2. The successful applicant may not begin
construction of any pipeline segment wuntil

the Federal Inspector has approved the design
of that segment, 1including technical construc—
tion specifications, having had sufficient
time to review the design.

3. The successful applicant shall establish a
procedure for briefing the Federal |Inspector,
or his designated representattv, on a regular
basis concerning the status of the project
during the design, construction, testing and

atart-up phases.



4, The successful applicant shall establish

a procedure to ensure access to all project
facilities by the Federal Inspector, or his
designate! representative, in the performance

of official duties.

5. The successful applicant shall submit a
plan or procedure for conducting its own
inspections of project facilities during
construction, to be approved ty the Federal
Inspector.

6. The successful applicant shall provide a
seismic monitoring system, to be approved by

the Federal Inspector, and shall ensure that
there are adequate procedures for the safe
shut-down of the project unaer severe seismic
conditions.

Environment

1. The successful appl."ant shall construct,
operate, maintain and terminate the pipeline with
maximum concern for the protection of environ-—
mental values. A set of stipulations containing
the general standards of environmental and con-—

struction performance, and the proccdurer ror the



submission and approval of construction plans

and environmental safeguards will be developed

by the concerned government agencies and must

be accepted by the applicant as a condition of
his right to proceed over public lands. Aodi -
tional "site-specific”™ terms and conditions will
be incorporated in authorizations to proceed

with construction issued by the appropriate
Federal agency, 1into particular certificates,
rights-of-way, permits and other authorizations
to protect and enhance environmental values
during the design, construction and operation of
the pipeline. These additional "site specific"”
terms and conditions will be issued as appropri—
ate to minimize disturbance from construction

and operation of the pipeline to rivers and other
water bodies and adjacent land and vegetation; to
protect wildlife and endangered species and
maintain forest, agricultural and other resource
productivity; to control the risks of pipeline
tuptures, leaks and hazards; to maintain air

and water quality values; to make provision for

control and disposal of sewage, garbage, wastes



and toxic substances; and take other measures
necessary for protection of the environment
during the design, construction and operation

of the pipeline.

2. The successful applicant shall prepare a

plan of operations which integrates environ—
mental protection with the proposed schedule of
construction and operations, the proposed super—
visory and t<chnical staffing, the proposed
quality control programs, and the proposed
quality assurance programs. In preparation and
implementation of this plan, the successful
applicant shall provide for timely integration

of environmental mitigation and ri iration
practices with the activity which creates the
need for the restoration or mitigation.

3. The successful applicunt shall develop and
submit to the federal Inspector an effective

plan for implementation ot specific environmental
safeguards through an educational program for
field personnel prior to and during construction,
operation, maintenance and termination of the

pipeline.
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4. The successful applicant shall establish an
effective pipeline-performance monitoring system
of inspection and instrumentation to insure per—
formance 1in keeping with environmental concerns.
Finance

1. The successful applicant shall provide for
private financing of the project, and shall make
the final arrangement for all debt and equity
financing prior to the initiation of construction.
2. If the direct capital cost estimates excluding
interest during construction for the overall pro—
ject in 1975 constant dollars filed with the FPC
immediately prior to certification, adjusted to
reflect design changes to increase capacity that
result from the Ar-eement on Principle between

the United States and Canada, materially and
unreasonably exceed the comparable capital cost
estimates filed by Alcan with the Fedei.al Power
Commission on March 8, .977, Section 6, page 2,
the FPC may not 1issue a certificate for the
project. If these final capital cost estimates
are not excessive under the above standard, the

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



segments as the basis for fixing a variable rate
of return on equity that will reward the applicant
for project completion under budgeted cost and
penalize the applicant for project completion
jbovo budgeted cost. The variable return shall
be set to provide substantial 1incentives to
construct the proj»..-t without incurring overruns.
These final capital cost estimates need not

be the design-cost estimates based on the systen
design which must subsequently be submitted to
the Federal Inspector. The applicant shall,
however, submit to the FPC for approval on a
timely basis all components of construction work
in progress.

3. Neither the successful applicant nor any
purchaser of Alaska gas for transportation
through the system of the successful applicant
shall be allowed to make use of any tariff by
which or any other agreement by which the
purchaser or ultimate consumer of Prudhoe bay
natural gas 1is compelled to pay a fee, surcharge,

or other payment 1in relation to the Alaska



natural gas transportation sys tew at any time
prior to completion and co.-.tissioning of opera—
tion of the systen.

4, The Alcan Pipeline Company, or 1its successor,
and the Northern Border Pipeline, or 1its suc-—
cessor, shall be publicly held corporations

or general or limited partnerships, open to
ownership participation by all persons without
discrimination, except producers of Alaskan
natural gas.

Antitrust

1. The successful applicant shall exclude and
prol. bit producers of significant amounts of
Alaska gas, or their subsidiaries and affiliates,
from participating in the ownership of the Alaska
natural gas transportation system, except that
such producers may provide guarantees for pro—
ject debt. The aforesaid producers of Alaska

gas may not be equity members of the sponsoring
consortium, have any voting power in the project,
nave any role in the management or operations of
the project, have any continuing financial obli—

gation 1in relation to debt guarantees assoc”utod



with 1initial project financing after the project
is completed and the tariff is put into effect,
or impose conditions on the guarantees of
project debt permitted above which may give

rise to competitive abuse, 1including power to
veto pro-competitive policies.

2. All agreements for the sale of Alaska gas
made between the aforesaid producers and pur—
chasers who are shippers through the Alaska
natural gas transportation system shall be fully
disclosed to the Federal Power Commission, and
all collateral agreements made between the same
parties with respect to the sale of Alaska gas
shall “lso be fully disclosed. All contracts
for sale of Alaska gas, for all collateral agree—
ments to these contracts, shall be submitted for
approval by the Federal Power Commission.
Certification of Facilities

1. Prior to the issuance of a certificate of
public convenience and necessity to Northern
Border Pipeline or to Pacific Gao Transmission
Company, the Secretary of Energy shall certify

to the Federal Power Commission whether there
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has been any material change 1in the facts
regarding future potential gas supplies for the
East or West since the & e of this Decision
that would warrant certification of such facili—
ties at a different rated capacity than authorized
herein. If the Secretary certifies that there has
been a material change in the facts, he shall
instead certify to the Commission the capacity
at which he has determined a certificate of public
convenience and necessity should be 1issued and
the reasons therefor, which capacity shall be
determined 1in a manner that is as consistent as
possible with the reasons for the initial authori—
zation, as set forth 1in the Report submitted to
the Congress pursuant to Section 7(b) of the
Alaska Natural Gas Transportation Act, Public Law
(*4-i86. The certificate issued by the FPC shall
be consistent with the Secretary®s determination.
Enforcement
To enforce the terms and conditions proposed above,
and to carry out the duties of the office assigned and set
forth by section 7(a)(5)(A)-(K) of ANGTA, an appropriate

and qualified individual shall be appointed by the President



to serve as the Federal Inspector, with the advice and
consent of the Senate. Upon approval of the Presidential
designation of an Alaska natural gas transportation system,
the Federal Inspector shall:

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

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

@©) monitor actions taken to assure timely
completion of constructioi. schedules and the achieve—
ment of quality of construction, cost control, Suiety,
and environmental protection objectives and the results
obtained therefrom;

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

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

In addition to these duties and responsibilitioa,
the President will submit to Congress, upon approval of
the Presidential decision, a limited executive reorgani—

zation plan to transfer to the Federal Inspector field-level



supervisory authority over enforcement of terms and
conditions from those Federal agencies having statutory
responsibilities over variov"®™ aspects of an Alaska natural
gas transportation system. T1? respective Federal agencies
would retain their existing statutory authority pursuant

to section 9(a) of ANGTA, to issue on an expedited basis the
necessary certificates, permits, rights-of-way and other
authorizations, and to prescribe any appropriate terms and
conditions that are permissible under present law. The
Agency Authorized Officers would directly represent the
statutory authority of the respective Federal agencies 1in the
field on al. matters pertaining to construction of the
pipeline. However, the Federal Inspector would have the
necessary field-level supervisory authority to overrule the
enforcement action of an Agency Authorized Officer, whenever
the Federal Inspector determined that such a decision was
warranted.

The President®s supervision of the Federal |Inspector
will be carried out by an Executive Policy Board. The Board
would be made up of the Secretaries of the Interior, Energy,
Transportation, the Administrator of the Environmental
Protection Agency, and the Chief of t j Army Corps of

Engineers, or their Deputies (or senior officers who have



been delegated authority over gas pipeline matters), as well
as the Federal Inspector, who is the non-voting Chairman of
the Board. The Board will provide policy guidance to the
Federal Inspector, and act as an appellate oody to resolve
differences among the agencies and the Federal Inspector,
including differences that may arise when the Federal
Inspector overrules an enforcement action of an Agency
Authorized Officer. The Board shall expeditiously resolve
any such appeal with a limited period of time that shall be
prescribed. The President will authorize by executive Order
the creation of the Executive Policy Board pursuant to his
power under Section 301 of Title 3, and will delegate the
necessary authority to the Board to carry out its functions.
The Board shall be paramount for policy-making purposes on
all matters pertaining to construction of an Alaskan natural
gas transportation system; the Federal Inspector shal

Bhall be the agent or conduit of the Board in such matters,
and shall also have the necessary supervisory power over

field level decisions.



SECTION 6 - PRICING CF ALASKA GAS

Final financing for an Alaska natural gas transportation
project cannot be arranged until the producer-owners of the
Prudhoe Day gas execute sales contracts. Without such con-—
tracts, no gas can be transported, and financing consequently
would tie unobtainable. Producers cannot be expected to
negotiate sales contracts until a price has been established
with a reasonable degree of certainty. If this project is
to proceed expeditiously, the field price of the gas should
be established as soon as possible.

Because no contracts for gas sales 1in interstate
commerce have been concluded and submitted to the FPC for
approval, the FPC has not, to date, attempted to determine
the costs of providing the gas in order to establish what
might be a just and reasonable (cost-based) wellhead price.
The FPC, in fact, has excluded the Alaska gas from itr
national rate proceedings; Alaska costs and related reserve
data hove been excluded Irom all statistics underlying FPC
rate _eterminations.

Alaska gas 1is produced in association with oil
therefore, it is impossible to determine precisely the
coots ol finding, developing and produt.ng only the gas.

Cost allocation and, therefore, cost-based pricing .s



somewhat arbitrary. Because of the difficult and arbitrary
nature of the allocation problem, the FPC in recent years
has priced gas on the ba~is of the cost of only non-—
associated gas in each producing area, and then allowed the
same price to be paid for associated gas produced 1in that
area as well. Were the FPC to initiate a price proceeding
under the Natural Gas Act, it is expected that 1its pro—
cedures and subsequent litigation over cost allocation and
other matters would likely exceed a period of IB months.

The Administration®s proposed National Cneryy Act is
before the Congress. That Act provides a basis for moving
from cost-based pricing to commcdity-value pricing. That
transition 1is essential to restoring the balance oetween
natural gas supply ard demand. Under the gas pricing pro—
visions in the National Energy Plan, Alaska gas would be
classified as "oln gai under a new contract” subj.-ct to a
51.45 per met ceiling price.

If, on the other hand, proposals to deregulate natural
gas prevail, serious uncertainties and delay3 concerning the

development of any Alaskan natural gas transportation



project could result. If producers are inclined to insist
on prices of $2.00 per mcf or higher, questions concerning
the saleability of the gas and the financeability of the
project will arise. Such price levels could result in an
additional $20 billion 1in consumer charges, as well as the
added costs of any delays 1in project construction.

This decision, therefore, calls for enactment of a
gas pricing approach similar to that contained in the
National Energy Plan. That approach also provides a mech—
anism for allocating the cost of more expensive supplies to
lower-priority users, vrather than the residential and
commercial users who have less capacity to convert to other
fuels. The gas pricing policies which are part of the
National Energy Plan are fair and equitable, and should

apply to both the production and sale of Alaska gas.



SECTION 7 - AGREEMENT BETWEEN THE UNITED STATES OF AMERICA
AND CANADA ON PRINCIPLES APPLICABLE TO A NORTHERN NATURAL
GAS PIPELINE

The Government of the United States of America and
the Government of Canada,

Desiring to advance the national economic and energy
interests and to maximize related industrial benefits of
each country, through the construction and operation of
a pipeline system to provide for the transf irtation of
natural gas from Alaska and from Northern Canada,

Hereby aqree to the following principles for the
construction and operation of such a syste.i:

1. Pipeline Route

The construction and operation of a pipeline for the
transmission of Alaska natural ga3 will be along the route
set forth 1in Annex |1, such pipeline being hereinafter referred
to as "the Pipeline™. All necessary action will be taken
to authorize the construction and operation of the Pipeline
in accordance with the principles set out in this Agreement.
2. Expeditious Construction; Timetable

a) Both Governments will take measures to ensure the
prompt issuance of all necessary permits, licenses, certi—

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



required for the expeditious construction and commencement
of operation of the Pipeline, with a view co commencing
construction according to the following timetable:
- Alaska - January 1,. 1980
- Yukon - main line pipe laying January 1, 1981
- Other construction in Canada to provide for
timely completion of the Pipeline to enable
initial operation by January 1, 1983.

b) All charges for such permits, licenses, certificates,
rights-of-way, leases and other authorizations will be just
and reasonable and apply to the Pipeline in the same non-
discriminatory manner as to any other similar pipeline.

c) Both Governments will take measures necessary to
facilitate the expeditious and eificient construction of
the Pipeline, consistent witl. the respective regulatory
requirements of each country.

3. Capacity of Pipeline and Avai "ability of Gas

a) The initial capacity of the Pipeline will be
sufficient to meet, when required, the contractual require—
ments of United States shippers and of Canadian shippers.
It is contemplated that this capacity will be 2.4 billion
cubic feet per day (bcfd) for Alaska gas and 1.2 bcfd for

northern Canadian gas. At such time as a lateral pipeline
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transmitting Northern Canadian gas, hereinafter referred
to as "the Dempster Line™, is to be connected to the Pipeline
or at any time additional pipeline capacity 1is needed to
meet the contractual requirements of United States or
Canadian shippers, the required authorizations will be
provided, subject to regulatory requirements, to expand
the capacity of the Pipeline in an efficient manner to
meet those contractual requirements.

b) The shippers on the Pipeline will, wupon
demonstration that an amount of Canadian gas equal on
a British Thermal Unit (BTU) replacement value basis will be
made available for contemporaneous export to the United
States, make available from Alaska gas transmitted through
the Pipeline, gas to meet the needs of remote users in the
Yukon and in thi provinces through which the Pipeline
passes. Such replacement gas will be treated as hydro—
carbons in transit for purposes of tne Agreement between
the Government of Canada and the Government of the United
States of America concerning Transit Pipelines, hereinafter
referred to as "the Transit Pipeline Treaty". The sh.ppers
on the Pipeline will not incur any cost for provision of
such Alaska gas except those capital costs arising from the

following provisions:
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i) the owner of the fipeline 1in the Yukon will
make arrangements to provide gas to the communities
of Beaver Creek, Burwash Landing, Destruction Bay,
Haines Junction, Whitehorse, Teslin, Upper Liard and
Watson Lake at a total cost to the owner of the
Pipeline not to exceed Canadian $2.5 million;

ii) the owner of the Pipeline in the Yukon will
make arrangements to provide gas to such other remote
communities in the Yukon as may request such gas
within a period of two years following commencement
of operation of the Pipeline at a cost to the owner
not to exceed the product of Canadian $2500 and the
number of customers 1in the communities, to a maximum

total cost of Canadian $2.5 million.

4. Financing
a) It is understood that the construction of the
Pipeline will be privately financed. Both Governr®nts

recognize that the companies owning the Pipeline in each
country will have to demonstrate to the satisfaction of

the United States or the Canadian Government, as applicable,
that protections against risks of non-completion and
interruption are on a basis acceptable to that Government
before proof of financing 1is established and construction

allowed to begin.



b) The two Governments recognize the importance of
constructing the Pipeline in a timely way and under effec—
tive cost controls. Therefore, the return on the equity
investment 1in the Pipeline will be based on a variable
rate of return for each company owning a segment of the
Pipeline, designed to provide incentives to avoid cost
overruns and to minimize costs consistent with sound
pipeline management. The base for the incentive program
used for establishing the appropriate rate of return will
be the capital costs used in measuring cost overruns as
set forth in Annex 1I1I.

c) It is understood that debt instruments issued in
connection with the financing of the Pipeline in Canada
will not contain any provision, epart from normal trust
indenture restrictions generall. applicable in the pipeline
industry, which would prohibit, 1limit or inhibit the
financing of the construction of the Dempster Line; nor
will the variable rate of return provisions referred to
in subparagraph (b) be continued to the detriment of
financing the Dempster Line.

5. Taxation and Provincial Undertakings

a) Both Governments reiterate their commitments as

set forth 1in the Transit Pipeline Treaty with respect to
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non-discriminatory taxation, and take note of th state —
ments 1issued by Governments of the Provinces of British
Columbia, Alberta and Saskatchewan, attached hereto as
Annex V, in which those Governments undertake to ensure
adherence to the provisions of the Transit Pipeline Treaty
with respect to non-intecference with throughput and to
non-discriminatory treatment with respect to taxes, fees
or other monetary charges on either the Pipeline or
throughput.

b) With respect to the Yukon Property Tax imposed
on or for the use of the Pipeline the following principles
apply:

i) The maximum level of the property tax, and
other direct taxes having an incidence exclusively,
or virtually exclusively, on the Pipeline, including
ta .os on gas used as compressor fuel, imposed by the
Government of the Yukon Territory or any public
authority therein on or for the use of the Pipeline,
herein referred to as "the Yukon Property Tax", will
not exceed $30 million Canadian per year adjusted
annually from 1983 by the Canadian Gross National
Product price deflator as determined by Statistics
Canada, hereinafter referred to as the GNP price

deflator.



i)

For the period beginning January 1, 1980,

and ending on December 31 of the year in which leave

to open

the Pipeline is granted by the appropriate

regulatory authority, the Yukon Property Tax will

not exceed the following:

1980- $5 million Canadian

1981- $10 million Canadian

1982- $20 million Canadian

Any subsequent year to which this provision

applies- $25 million Canadian,

iii)

The Yukon Property Tax formula described

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

after

the year in which leave to open the Pipeline

is granted by the appropriate regulatory authority

until

the date that 1is the earlier of the following,

hereinafter called the tax termination date:

year

A)
B)

iv)

December 31, 2008, or
December 31 of the year inwhich leave to open
the Dempster bine is granted by the appropriate
regulatory authority.

Subject to subparagraph (b) (iii), 1if for the

ending on December 31, 1987,the oercentage increase

of the aggregate per ccpita revenuederived from all



54

property tax levied by any public authority 1in the Yukon
Territory (excluding the Yukon Property Tax) and grants
to municipalities and Local Improvement Districts from
the Government of the Yukon Territory as compared to
aggregate per capita revenue derived from such sources
for 1983 1is greater than the percentage increase for
1987 of the Yukcn Property Tax as compared to the Yukon
Property Tax for 1983, the maximum level of the Yukon
Property Tax for 1987 may be increased to equal the
amount it would have reached had it increased over

the period at the same rate as the aggregate per

capita revenue.

v) If for any year 1in the period commencing
January 1, 1988, and ending on the tax termination
date, the annual percentage increase of the aggregate
per capita revenue derived from all property tax
levied by any public authority in the Yukon Territory
(excluding the Yukon Property Tax) and grants to
municipalities and Local Improvement Districts from
the Government of the Yukon Territory as compared to the
aggregate per capita revenue derived from Buch sources
for the immediately preceding year exceeds the per—

centage 1increase for that year of the Yukon Property
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Tax as compared to the Yukon Property Tax for the
immediately preceding year, the maximum level of the
Yukon Property Tax for that year may be adjusted by
the percentage 1increase of the aggregate per capita
revenue 1in place of the percentage 1increase that
otherwise might apply,

Vi) The provisions of subparagraph (b)(i) will
apply to the value of the Pipeline for the capacities
contemplated 1in this Agreement. The Yukon Property
Tax will increase for the additional facilities
beyond the aforesaid contemplated capacity 1in direct
proportion to the 1increase 1in the gross asset value
of the Pipeline.

vii) In the event tut between the date of this
Agreement and January 1, 1983, the rate of the
Alaska property tax on pipelines, taking into account
the mill rate and the method of valuation, 1increases
by a percentage greater than the cumulative percentage
increase in the Canadian GNP deflator over the same
period, there may be an adjustment on January 1, 1983,
to the amount of &30 million Canadian described 1in
subparagraph (b) (i) of the Yukon Property Tax to

reflect this difference. In defining the Alaska



property tax for purposes of this Agreement, the
definition of the Yukon Property Tax will apply
mutatis mutandis.

viii) In the event that, for any year during the
period described in subparagraph (iii), the annual
rate of the Alaska property tax on or for the use of
the Pipeline in Alaska increases by a percentage over
that imposed for the immediate preceding year that 1is
greater than the increase in percentage of the Yukon
Property Tax for the year, as adjusted, from that
applied to the immediately preceding year, the Yukon
Property Tax mav be increased to reflect the percentage
increase of the Alaska property tax.

ix) It is understood that indirect socioeconomic
costs in the Yukon Territory will not be reflected in
the cost-of-service to the United State* shippers other
than through the Yukon Property Tax. It is further
understood that no public authority will require
creation of a special fund or funds 1in connection with
construction of the Pipeline 1in the Yukon, financed
in a manner which is reflected in the cost of service
to U.S. shippers, other than through the Yukon

Property Tax. However, should public authorities *



in the State of Alaska require creation of a special

fund or funds, financed by contributions not" fully

reimbursable, in connection with construction of the

Pipeline in Alaska, the Governments of Canada or

the Yukon Territory will have the right to take

similar action.

c) The Government of Canada will use its best
endeavors to ensure that the level of any property tax
imposed by the Government of the Northwest Territories
on or for the use of that part of the Dempster Line that
is within the Northwest Territories 1is reasonably compar—
able to the level of the property tax imposed by the
Government of the Yukon Territory on or for the use of
that part of the Dempster Line that is in the Yukon.

6. Tariffs and Cost Allocation

It is agreed that the following principles will apply

for purposes of cost allocation used 1in determining the

cost of service applicable to each shipper on the Pipeline

in Canada:
a) The Pipeline 1in Canada and the Dempster Line
be divided into zones as set forth .n Annex 1II. Bxcept

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

portion of the Dempster Line), the cost of service to each

will
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shipper in each zone will be determined on the basis of
volumes as set forth 1in transportation contracts. The
volumes used to assign these costs will reflect the original
BTU content of Alaskan gas for U.S. shippers and Northern
Canadian gas for Canadian shippers, and will make allowance
for the change 1in heat content as the result of commingling.
Each shipper will provide volumes for line losses and line
pack 1in proportion to the contracted volumes tran ported 1in
the zone. Each shipper will provide fuel requirements 1in
relation to the volume of his gas being carried and to the

content of the gar as it affects fuel consumption.

b) It is understood that, to avoid increased
construction and operating costs for the transportation
of Alaskan gas, the Pipeline will follow a southern route
through the Yukon along the Alaska Highway rather than a
northern route through Dawson City and along the Klondike
Highway. 1In order to provide alternative benefits for the
transportation of Canadian gas to replace those benefits
that would have been provided by the northern route through
Dawson City, U.S. shippers will participate 1in the cost of
service in Zone 11. It is agreed that if cost overruns on
construction of the Pipeline 1in Canada do not exceed filed

costs set forth in Part D of Annex Ill by more than 35
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percent, U.S. shippers will pay the full cost of service 1in
Zone 11. U.S. shipper participation will decline if over—
runs on the Pipeline 1in Canada exceed 35 percent; however,

at "ehe minimum the U.S. shippers®™ share will be the greater

of either two-thirds of the cost of service or the proportion
of contracted Alaska gas inrelation tc all contractedgas
carried 1in the Pipeline. The proportion of the cost of

service borne by U.S. shippers in Zone 11 will be reduced
should overruns on the cost of construction 1in that Zone
exceed 35 pe ent after allowance for the benefits to U.S.
shippers derived from Pipeline construction cost savings
in other Zones. Notwithstanding the foregoing, at the
minimum, the U.S. shippers” share will be the greater

of either two-thirds of the cost of service or the
proportion of contracted Alaska gas 1in relation to all
contracted gas carried 1in the Pipeline. Details of this
allocation of cost-of-service are set out in Annex IIIl.

c) Notwithstanding the principles 1in subparagraphs
and (b), in the event that the total volume of gas offered
for shipment exceeds the efficient capacity of the Pipeline,
the method of cost allocation for the cost of service for
shipments of Alaskan ga3 (minimum entitlement 2.4 bcfd) or

Northern Canadian gas (minimum entitlement 1.2 bcfd) 1in

uo*iai» o = ff - t

(@)



excess of the efficient capacity of the Pipeline vill be
subject to review and subsequent agreement by both
Governments; provided however that shippers of either country
may transport additional volumes without such review and
agreement, but subject to appropriate regulatory approval, if
such transportation does not lead to a higher cost of service
or share of Pipeline fuel requirements attributable to
shippers of the other country.

d) It is agreed that Zone 11 costs of service
allocated to U.S. shippers will not include costs addit—
ional to those attributable to a pipe size of 42 inches.

It is understood that 1in Zones 10 and 11 the Dempster Line
will be of the same gauge and diameter and similar 1in other
respects, subject to differences in terrain. Zone 11 costs
will ‘include only facilities installed at the date of 1issuance
of the leave to open order, or that are added within three
years there £ter.

7. Supply of Goods and Services

a) Having regard to the objectives of this Agreement,

each Government wrll endeavor to ensure that tne supply of
goods and services to the Pipeline project will be on
generally competitive terms. Elements to be taken into
account in weighing competitiveness will include price,

reliability, servicing capacity and delivery schedules.



b) It is understood that through the coordination
procedures in Paragraph 8 below, either Government may
institute consultations with the other in particular ca3es
where it may appear that the objectives of subparagraph
(a) are not being met. Remedies to be considered would
include the renegotiation of contracts or the retnening
of bids.

8. Coordination and Consultation

Each Government will designate a senior official
for the purpose of carrying on periodic consultations
on the implementation of tnesc principles relating to
the construction and operation of the Pipeline. The
designated senior officials may, 1in turn, designate
additional representatives to carry out such consulta—
tions, which representatives, individually or as a group,
may wake recommendations with respect to particular
disputes or other matters, and may tako such ather
action as may be mutually agreed, for the purpose of
facilitating the construction and operation of the
Pipell ree.
9. Revulatory Authorities! Consultation

The respective regulatory authorities of the two

Governments will consult from time to time on relevant



matters arising under this Agreement, particularly on the
matters referred to in paragraphs 4, 5 and 6, relating to
tariffs for the transportation of gas through the Pipeline.
10. Technical Study Group on Pipe
a) The Governments will establish a technical study group
for the |Jurpose of testing and evaluating 54-inch 1120 pounds
per square inch (psi), 48-inch 1260 psi, and 48-inch 1680
psi pipe or any other combination of pressure and diameter
which would achieve safety, reliability and economic effic-
iency for operation of the Pipeline. It is understood that
the decision relating to pipeline specifications remains
the responsibility of the appropriate regulatory authorities.
b) It is agreed that the etficient pipe for the
volumes contemplated (Including reasonable provision for
expansion), subject to appropriate regulatory authoriza-—
tion <ill be installed from the point of interconnection
of the Pipeline with the Dempster bine near Whitehorse to
the point near Caro.rne, Alberta, where the Pipeline
bifurcates into a western and an eastern leg.

11. Direct Charges by Public Authorities

a) Consultation will take place at the request of

either Government to consider direct charges by public



authorities imposed on the Pipeline where there 1is an
element of doubt as to whether such charges should be
included 1in the cost of service.

b) It is understood that the direct charges 1imposed
public authorities requiring approval by the appro riate
regulatory authority for inclusion in the cost of service
will be subject to all of the tests required by the appro—
priate legislation and will include only

i) those charges tnat are considered by the
regulatory authority to be just and reasonable on

the basis of accepted regulatory practice, and

il) those charges of a nature that would
normally be paid by a natural gas pipeline 1in

Canada, examples of such charges are listed in

Annex 1V.

12. Other Costs

It is understood that there will be no charges on the
Pipeline ..aving an effect on the cost of service other
than those:

i) imposed by a public authority as contemplated
in this Agreemont or 1in accordance with the

Transit Pipeline Treaty, or

by



practice.

13. Compliance with Terms and Conditions

The principles applicabi®™ directly to the construction,
operation and expansion of the Pipeline will be implemented
through the imposition by the two Governments of appropriate
terms and conditions in the g.ant"ng of required authoriza-—
tions. In the event of subsequent non-fulfillment of such
a term or condition by an owner of the Pipeline, or by any
other private person, the two Governments will not have
responsibility therefor, but will take such appropriate
action as is required to cause the owner to remedy or
mitigate the consequences of such non-fulfillment.
14. Legislation

The two Governments recognize thal legislation will
be required to implement the provisions of this Agreement.
In this regard, they will expeditiously seek all required
legislative authority so as to facilitate the timely and
efficient construction of ic Pipeline and to remove any

delays or 1impediments thereto.



15. Entry Into Force

This Agreement will become effective upon signature
and shall remain in force for a period of 35 years and
thereafter until terminated upon 12 months®™ notice given in
writing by one Government to the other, provided that those
provisions of the Agreement requiring legislative action
will become effective upon excnange of notification that

such legislative action has been completed.



IN WITNESS WHEREOF the undersigned representatives,
duly authorized by their respective Governments, have
signed this Agreement.

DONE in duplicate at Ottawa 1in the English and French
languages, both versions being equally authentic, this

day of 1977

For the Government For the Government
of the United States: of Canada:



In Alaska:

The Pipeline constructed in Alaska by Alcan will
commence at the discharge side of the Prudhoe Bay Fijld gas
plant facilities. It will parallel the Alyeska oil pipeline
southward on the North SI; of Alaska, cross the Brooks
Range through the Atigun Pass, and continue on to Delta
Junction.

At Delta Junction, the Pipeline will diverge from
the Alyeska oil pipeline and follow the Alaska Highway and
Haines oil products pipeline passing near the towns of
Tanacros3, Tok, and Northw."y Junction in Alaska. The Alcan
facilities will connect with ti.~ proposed new facilities of
Foothills Pipe Lines (South Yukon) i*-d. at the Alaska-Yukon

border.

In Canada;

In Canada the Pipeline will commence at the Boundary
of the State of Alaska, and the Yukon Territory in the
vicin.ty of the towns of Border City, Alaska and Boundary,
Yukon. The following describes the general routing of he
Pipeline In Canada:

From the Alaska-Yukon border, the Foothills Pipe Liner
(South Yukon) Ltd. portion of the Pipeline will proceed 1in

a southerly dirt -tion generally along the Alaska Highway to



ANNEX 1

a point near Whitehorse, Yukon, and thence to a point on
the Yukon-British Columbia border near Watson Lake, Yukoi,
where i" will join with the Foothills Pipe Lines (North B.C.)
Ltd. portion of the Pipeline.

The Foothills Pipe Lines (North B.C.) Ltd. portion of
the Pipeline will extend from Watson Lake in a southeasterly
direction across the north eastern part of the Province of
British Columbia co a point on the boundary between the
Provinces of British Columbia and Alberta near Boundary Lake
where it will interconnect with the Foothills Pipe Lines
(Alta.) Ltd. portion of the Pipeline.

The roothills Pipe Lines (Alta.) Ltd. portion of
the Pipeline will extend from a point on the British Colurabia-
Alberta boundary near Boundary Lake 1in a southeasterly direction
to Gold Creek and thence parallel to the existing right-of-way
of the Alberta Gas Trunk Line Company Limited to James River
near Caroline.

rtom James River a "western leg” will proceed 1in a
southerly direction, generally following the existing right-
of-way of the Alberta Gas Trunk Line Company Limited to a

point on the Alberta-British Columbia boundary near Coleman

in the Crow"s Nest Pass area. At or near Coleman the Foothills

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

Interconnect with the Foothills Pipe Lines (South B.C.) Ltd.
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The Footn"lls Pipe Lines (South B.C.) Ltd. portion of

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

Columbia boundary near Coleman in a southwesterly direction

across British Columbia generally parallel to the existing

pipeline facilities of Alberta N tural Gas Company Ltd. to a
* point on the International Boundary Line between Canada

and the United States of America at or near Kingsgate in

the Province of British Columbia where it will inter—

connect with the facilities of Pacific Gas Transmission

Company.

Also, from James River, an "eastern leg"” will proceed
in a southeasterly direction to a point on the Alberta-
Saskatchewan boundary near Empress Alberta where it will
interconnect with the Foothills Pipe Lines (Sask.) Ltd.
portion of the Pipeline. The Foothills Pipe Lines (Sask.)
Ltd. portion of the Pipeline will extend in a southeasterly
direction across Saskatchewan to a point on the Inter-
national Boundary Line between Canada and the United States
of America at. or near Monchy, Saskatchewan where it will

interconnect with the facilitiei of Northern Border Pipeline

Company .



Zones

Zone 1

Zone 2

Zone 3

Zone 4

Zone 5

Zone T

ANNEX 11

for the Pipeline and the Dempster Line in Canada

Foothills Pipe Lines (South Yukon) Ltd.
Alaska Boundary to point of interconnection with

the Dempster Line at or near Whitehorse.

Foothills Pipe Lines (South Yukon) Ltd.

Whitehorse to Watson Lake.

Foothills Pipe Lines (North B.C.) Ltd.
Watson Lake to point of interconnection with

Westcoast®"s main pipeline near Fort Nelson.

Foothills Pipe Lines (North B.C.) Ltd.
Point of interconnection with Westcoast®"s main
pipeline near Port Nelson to the Alberta-B.C.

be *Ger .

Foothills Pipe Lines (Alta.) Ltd.
Albe* a-U.r". border to point of bifurcation near

Caroline, te/ta.

Foothills Pipe Lines (Alta.) Lto.
Caroline, Alta, to A! ~rta-Saskatcnew ,n border

near Empress.
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Zone 7 Foothills Pipe Lines (Alta.) Ltd.

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

Zone 8 Foothills Pipe bines (South B.C.) Ltd.
Alberta-B.C. border near Coleman to B.C.-U.S.

border near Kingsgate.

Zone 9 Foothills Pipe Lines (Sask.) Ltd.
A Merta-Saskatchewan border near Empress to

skatchewan-U.S. border near Monchy.

Zone 1 Foothills Pipe Lines (North Yukon) Ltd.
Mackenzie Delta Gas fields in the Mackenzie
Delta, N.W.T., to a point near the junction of
the Klondike and Dempster highways just west

of Dawson, Vukon Territory.

Zone 1 Foothills Pipe bines (South Yukon) Ltd.
N point near the junction of the Klondike and
Dempster highways near Dawuon to the connecting

point wlch the Pipeline at or near Whitehorse.
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Cost Allocation in Zone 11

The cost of service in Zone 11 shall be allor.ied to
United States shippers on the following basis:
i) Thert will be calculated, in accordance with

(iii) below, a percentage for Zones 1 -9 in
total by dividing the actual capital costs by
the filed capital costs and multiplying by
100. If actual capital costs are equal to or
less than 135% of filed capital costs, then
United States shippers will pay 100% of the
cost of service in Zone 11. If actual
capital costs in Zones 1 -9 are between 135%
and 145% of filod capital costs, then the
percentage paid by United States shippers
will be adjusted between 100% aid 66 2/3% on
a straight-line basis, except that in no case
will the portion of cost of service paid by
United States shippers be less than the pro-—
portion of the contracted volumes of Alaskan gas
at the Alaska-yukon border to the same volume of
Alaskan gas plus the contracted volume of

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

capital costs, the portion of the cost of

service paid by United States shippers will

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

calculated above, whichever is the greater.

There will be calculated a percentage for the

cost-overrun on tue Dawson to Whitehorse

lateral (Zone 11). After determining the
dollar value of the overrun, there will be
deducted from it!

(a) the dollar amount by which actual capital
costs in zones 1,7,B and 9 (carrying U.S.
gas only) are less than 135% of filed
cap 1 costs referred to in (iii) oelow;

(b) in each of Zones 2, 3, 4, 5 and 6 the
dollar amount by which actual capital
costs are less than 135% of filed capital
costs referred to in (iii) below
multiplied by the proportion that the
U.S. contracted volume bears to the

total contracted volumo in that zone.
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If the actual capital costs 1in Zone 11, after
making this adjustment, are equal to or less
than 1354 of filed capital costs, then no
adjustment 1is required to the percentage of
tne cost of service paid by United States
shippers as calculated 1in (i) above. If,
however, after making this adjustment, the
actual capital cost 1in Zone 11 is greater
than 135* of the filed capital cost, then the
proportion of the cost of service paid by
United States shippers will be a fraction
(not exceeding 1) of ;he percentage of the
cost of service calculated in (i) above,
where the numerator of the raction 1is 135*
of the fil"d capital cost and the denominator
ol the fraction is actual capital coat less
the adjustments from (a) and (b) above.
Notwithstanding the adjustments outlined
above, in no case will the percentage of the

actual cost of service borne by United States
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shippers be less than the greater of 66 2/3%

or the proportion of the contracted volumes

of Alaskan gas at the Alaska-Yukon border to the

same volume of Alaskan gas plus the contracted

volume of Northern Canadian gas.

1ii) The "filed capital cost"” to be applied to

determine cost overruns for the purpose of

cost allocation in (i) and (ii) above will be;
"Filed Capital Coft=“

Estimates for the
Pipeline 1in Canada

- (millions of Canadian
The Pipeline in Canada (Zones 1 - 9)- dollars)
48" - 1260 Ib. pressure pipeline - 3,073
or 48" - 1680 Ib. pressure pipeline - 4,418
or 54" - 1120 lh. pressure pipeline - 4,234

1/ These filed capital costs include and are based upon (a)
a 1260 psi, 48-inch 1line from the Alaska-Yukon border
to the point of possible interconnection near Whitehorse;
(h) a 1760 psi, 48-inch; or 1680 psi, sS-inch; or 1120
psi 54-inch line from the point of possible inter—
connection near Whitehorse to Caroline Junction; (c)
a 42-inch line from Caroline Junction to t e Canada-U.S.
border near Morchy, Saskatchewan; and (1) , 36-inch
line from Caroline Junction to the Canado-j.S. border
near Kingsgate, British Columbia. Thj>se costs are
escalated for a date of commencement of operations of
January 1, 1983.



Zone 11 of the Dempster Line-

30" - Section of Demp“"ter line
from Whitehorse to Dawson

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

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

Details for Zones 1 -9 are shown in the

2/ The costs are escalated for a date of
operations of January 1, 1905.

Filed Capital Cost™
,t.timates for the
Pipeline in Canada
(millions of Canadian
dollars)

585

following table:

commencement of
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Filed Co.i:al Costs for the Pipeline in Canada

1P 48" 547>
1C80 psi 1120 psi
5 n.illion $ million $ million
Zone (Canadian) (Canadian) (Canadian)
1 707 707 70/
2 721 b64 805
3 738 650 303
4 380 488 456
5 677 859 813
6 236 236 236
7 126 126 126
8 83 83 83
* 9 205 205 205
Total 3,873 4,418 4,234
Zones
1-9

The last compression stat on in Zone 9 includes facilitie
to provide compression up to 1440 psi.
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It is recognized that the above are estimates of
capital costs. They do not include working capital
property taxes or the provision for road maintenance in
the Yukon Territory (not to exceed 530 million Canadian).

If at the .time construction 1is «uthorized, both
Governments have agreed to a starting date for the opera-—
tion of the Pipeline different from January 1, 1933, then
the capital cost estimates shall be adjusted for the
difference 1in time using the GNP price deflator fronm
January 1, 1983. Similarly at the time construction is
authorized for the Dempster bine, 1if the starting date for
the operation agreed to by the Canadian Government is
different from January 1, 1985, then the capital cost
estimate shall be adjusted for the difference 1in timing
using the GNP price deflator from January 1, 1985. The
diameter of the pipeline in Zone 11, for purposes of cost
allocation, may be 30", 16" or 42", so long as the same
diameter pipe is used from the Delta to Dawson (Zone 10).

The actual capital coat, for purposes of this Annex
will oe the booked cost as of the date "leave to open" 1is
granted plus amounts still outstanding to be accrued on a

basis to be 1ipproved by the National Energy Board. Actual
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capital costs will exclude working capital, property taxes,
and direct charges for road :..aintenance of up to S3U miilioi
Canadian in the Yukon Territory as specifica ly provided
herein.

For purposes cf this Annex above, actual capital
costs will exclude the effect of increases in cost or
delays caused by actions attributable to the J.S. shippers,
related U.S. pipeline companies, Alaskan producers, the
Prudhoe day deliverability or gas conditioning ; lant
construction and the United States or State Governments.
If the appropriate regulatory bodies of the two countries
are unable to agree upon the amount of such costs to ae
excluded, the determinaiion shall he made in accordance
with the procedures set forth in Article IX of the Transit
Pipeline Treaty.

The filed capital costs of facilities m Zones 7 and
K will be included 1in calculations pursuant to this Annex
only to the “Xlent that such facilities are constructed

to meet the regui foments of U.S. shipper...



Direct Charges by Public Autnorliies

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

is usually covered 1in the crossing permit).

*2. Road damages caused by exceeding design load
.o
|-"-nits.
*3. Required bridge reinforcements caused by exceeding

design load limits.

4. Airfield and airstrip ropa“rs.
5. Drainage maintenance.

6. Erosion control.

7. Borrow pit reclamat. an.

B. Powerline damage.

9. Legal liabilityfor fire damage.

10. Utility system repair (wc=® , sewer, etc.)

11. Camp waste disposal.

12. Camp site reclamation.

11. Other items specified in enviromental stipulations.
14. Costs of surveillance and related studies as required

by regulatory bodies or applicable laws.

* In the case of these items and all other road related
charges by public authorities, total charges in the Yukon
Territory shall not exceed Canadian $10 million.



Bricish Columbia Statement

The Government of the Province of British Columbia
agrees 1in principle to the provisions contained 1in the
Canada-United States Pipeline Treaty of January 28, 1977,
and furthermore British Columbia 1is prepared to cooperate
with the Federal Government to ensure that the provisions
of the Canada-United States Treaty, with respect to non-—
interference of throughput and non-discriminatory treatment
with respect to taxes, fees or other monetary charges on
either the pipeline or throughput, are adhered to. Specific
details of this undertaking will be the subject of a
Federal-Provincial Agreement to be negotiated at as early
a date as possible. Such Agreements should guarantee
that British Columbia®s position cxprersed 1in itB telegranm

of August 11 1is protected.



Alberta Statement

The Government of the Province of Alberta agrees in
principle to the provisions contained 1in the Canada-United
States Pipeline Treaty of January 2b, 1977, and further—
more, Alberta 1is prepared to cooperate with the Federal
Government to ensure that the provisions of the Canada-
United States Treaty, with respect to non-interference of
throughput and non-discriminatory treatment with respect
to taxes, fees, or oth < monetary chargi . on cither the
Pipeline or thoughput, are adhered to. Specific details of
this undertaking will be the subject ot a Federal-Provincial
Agreement to be negotiated when the Canada-United States

protocol or understanding has been finalized.
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Saskatchewan Statement

Tht. Government of Saskatchewan is willing to cooperate
with the Government of Canada to facilitate construction of
the Alcan Pipeline through southwestern Saskatchewan and,
to that end, the Government of Saskatchewan expresses its
concurrence with the principles elaborated in the Transit
Pipeline Agreement signed between Canada and the United
States on January 28, 1977. In so doing, it intends not to
take any discriminatory action towards such pipelini3 in
respect of throughput, reporting requirements, and environ-—
mental protection, pipeline safety, taxes, fees or monetary
charges that it would not take against ary similai pipeline
passing through 1its jurisdiction. Further details relating
to Canada-Saskatchewan relations regarding the Alcan
Pipoline will be the subject of Federal-Provincial agree—
ments to be negotiated after a Canada-United States

undetstanding has been finalized.
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FPC NEWS RELEASE NO. 23113
Federal Power Commission,
Washington, D.C., May 2,1977.

FPC Recommends Overland Route for Transportation of
Alaskan Natural Gas
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FPC NEWS RELEASE NO. 23112

[No. 23112 (accompanies FPC Release No. 23118)]

Fedebal Poweb Commission,
Wathington, D.C., May 2, 7977.

Alaskan Natural Gas Fact Sheet
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Alcan Pipeline Company (Alcan IT proposal) and Northwest Pipe-
line Corporation, along with several Canadian companies (Foothills
Pipe Lines Ltd., Westcoast Transmission Company Limited. Alberta
Gas Trunk Line Limited), propose construction of about 3,900 miles
of new pipeline and 900 miles of looped pipeline. A 48-inch pipeline
would piclv up Prudhoe Bay reservns i.nd follow the Alyeska oil route
ns far as Delta Junction, Alnska, and from there would run parallel
to the Alcan Highwny partway to the James River Junction in Al-
IXTtn. From James River, gas destined for eastern U.S. markets would

€ transported through a 42-inch pipeline to Monchy, Saskatchewan,
and gas destined for the western United States would be transported
through a 36-inch pipeline to Kingsgate, British Columbia. Alcnn
plnns to use the same lower U.S. facilities as those proposed by Arctic
Gns. The project would cost nn estimated $0.76 billion (in 1975 dollars)
nnd would deliver nt least 2.2 billion cubic feet per day.

In its original application, Alcan Pipeline Company, Northwest
Pipeline Corporation, nnd the Canadian rompnnics involved proposed
construction of nbout 3.000 miles of new pipeline nnd 1.000 miles of
looped pipeline. The pipeline, ranging in diameter from 30 to 48
inches, would pick up Prudhoe Bay reserves nnd follow the Alyeska
oil pipeline row e as far ns Delta Junction, Alaska, nnd from there
would parallel the Alcan Highway to a connection with Cnnndinn
pipelines in British Columbia and Alberta, where the svstem would
split the gns between western U.S. nnd midwest U.S. shippers. Gas
would also flow to the east bv displacement. This system would deliver
npproximntely 2.0 billion cubic feet perday nnd would deliver gns both
into the Pacific Northwest nnd across a route similar to the Artie Gas
project extending from northenstern Montnnn into lllinois. The pro-
posed project will cost nn estimated $0.28 billion (ns fled).

In connection with I*oth the original nnd revised Alcnn proposals,
nn nssocinted, nithough independent project. Maple Lenf, is proposed
to deliver Canadian reserves from the Mackenzie Delta to Southern
Canadian markets.

cnnoNoiooy

March 21. 1974— Alnsknn Arctic Gns Pipeline Company application
filed.

September 24. 1974—F1 Paso Alaska Company npplicntii ' filed.

January 23, 1975—FPC order consolidating both applications (in
Docket No. CP75-90,et al!.).

April 7.1975—Hearings began lieforo FPC Administrative Law Judge
Nnhum Lift.

Novemlier 21, 1975—FP C stnfT Drnft Environmental Impact State
ment issued.

April 7. 1970—Final Environmental Tmpnct Statement issued.

July 9. 1970— Alcnn Pipeline Compnny nnd Northwest Corporation
application filed.

September 1970 Supplemental Finnl Environmental Impnct State-
ment issued.

November 12. 1970- -Hearings concluded. (There were n total of 253
days of hearings resulting in 44.458 pages of transcript together
with numerous exhibits.)



December 7, 1976—Final Position Brief of the Commission Staff
issued.

December 14,1976—FP C issued Order No. 558 prescribing procedures
Sursuant to the Alnska Natural Gas Transportation Act of 1976.

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

March 1, 1977—Briefs on exceptions to the Judge’'s decision filed by
FP C staff and parties in the proceeding.

March 8, 1977—Alcan Pipeline Company filed amended application.

March 22, 1977—Supplemental information filed by parties to the
proceeding.

April 4-8, 1977—Oral nrgument held before Federal Power
Commission.

April 8. 1977—FP C staff report on Alcan revised proposal and other
supplemental information filed.

May 2. 1977—The Federal Power Commission made lis recommenda-
tion to the President.

September 1. 1977—The President to make his recommendation to
Congress. He ma;, postpone his decision until up to December 1, at
his discretion.

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

Maps of the proFosed Alaskan natural gas trnnsportntion systems

accompany this fact sheet.












REPORT OF THE ATTORNEY GENERAL TO THE PRESIDENT
Jelt 1977

This Report is submitted to the President pursuant to Section 6 of
the Alaska Natural Gas Transportation Act of 1976. Section 6 of the
Act directs that nnv Federal oflicer or agency may submit written com-
ments to the President with respect to the recommendation and report
of the Federal Power Commission and alternative methods for trans-
portation of Alaska natural gas for delivery to the contiguous states.1
This Report is principally concerned with item (6)—the impact upon
competition of the respective proposed transportation systems.

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

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

[. IMKACT ON COMPETITION! SUMMARY OK ReCOMMENIWTIONK OF THE
Federal Powkh Commission ano the Department of Justice

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

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

The Federal Power Commission has stated that it is strongly in
favor of widespread distribution of Alaskan natural gas in order to
limit reliance on Alaskan gas, to create incentives for participation

displacement arrangements and to provide easier privnte financing,

Department has stated that if, because of continued wellhead price

al Hell <d|< lClr?nktll ﬂ{erPa] ation on, *: thin Kepnrt gye to
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regulation, market forces are not permitted to operate to allocate gas
in the most efficient manner, then the possibility N eegulntory alloca-
tion mechanism should be examined if widespread distribution of
Alaskan natural gas is believed to be in the national interest.

The Commission is of the view that Section 13(a) imposes common
carrier obligations upon the selected transportation system. The Com-
mission indicates that this is a procompetitive result but may impact
adversely upon the ability of the system to secure private financing.
The Department disagrees. Section 13(a) of the Act provides for equal
access to the gas transportation system based upon ownership or lack
thereof. But it is unclear whether this provision was intended to create
common carrier status for the transportation system. It is our view that
common carrier status for all facilities constructed or utilized is an
integral part of the system carrying gas to the lower 48 states is de-
sirable and Section 13(&1) should Ik* clarified to unninhigumuly create
such status. Additionally, we do not view Section 13(a) to I>ean im-
pediment to private financing. Moreover, to ensure the equal access
provided for by Section 13(a). Congress should consider legislation
to grant the Commission, or its successor agency, the authority to order
prorationing of pipeline capacity among shippers when gas is avail-
able in excess of pipeline capacity.

The Federal Power Commission approves of displacement arrange-
ments as the most effi ent mechanism for distribution of the Alaskan
gas. The Commission, however, is fearful that such arrangements
could create the potential fori Ilusive market conduct. 1'hus the Com-
mission would permit only those practices which arc indispensable
to the successful operation of the displacement procedure. The Depart-
ment agrees that the efforts to work out displacement schemes may
produce collusive behavior. We have recommended that if a system
requiring displacement of gas is authorized, Government agencies
should monitor anv meetings of the transmission companies concern-
ing reallocation. The plans for the meetings and the displacement pro-
grams resulting front the meetings should I>e subject to scrutiny and
approval by Government agencies. . .

The Commission Indicates that as n result of the implementation of
an all-events, cost-of-serv ce ﬁ]rn‘ the roducers may Ee able to exer-
cise market power overt ers 1f the producers know whatever
prlce theK charge will be asse on to the consumer The Department,

}he ot erhand IS concerned that the proPosg ?I eline capacltles be
evaluated carefu I?/ |!]nce the poter&thh QB n.of an all events
eost-of-service tariff has diminished the incentives of the proponents
to pro[>erly determine and propose the most efficient pipeline ‘size.

The Commission indicates that the contracting process for the pur
chase of Alaskan gas has not heen competitive. Among the elements
the ( ommission points to as indicative of the noneompctitive nature
of this process is the existence of side arrangements. The ('ommission
has concluded that in the absence of full Hedged price competition, the
producers have used side arrangements as a means of favoring com-
panies which can provide other benefits. The use of a widespread dis-
tribution scheme may reduce the likelihood of such restrictive side ar-
rangements. The Department's view is somewhat different. To minimize
the distortion of ( omm s mui regulation from side arrangements for
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various forms of compensation collateral to sales contracts for Alaskan
gas, such arrangements should be disclosed and subjected to Commis-
sion scrutiny. As long as there is wellhead price regulation, the Com-
mission, or its successor agency, should examine carefully each Alaskan
gas purchase contract and disapprove or condition cac.i such contract
that it finds not in the public interest. In addition to the recommen-
dations in the Report to Congress, we note further that the Commission
should assess the impact of such arrangements in various producing
fields because of the widespread existence of “favored-nation clauses.
Price increases which at first may appear innocuous, may have a
greater impact throughout the field due to price increases in other con-
tracts with such clauses.

In summary, while the Department agrees with the Commission’s
overall conclusion that certification of any of the proposed trans-
portation systems will not have any significant impact upon competi-
tion, we have indicated our dilForences with other conclusions. We
urge the President to consider onJi of these matters carefully and to
append to any license the conditions we have suggest* 1in our Con-
gressional Report and which have been reiterated in this Report.

[1. W aiveks of L aw

Section 6(c) of the Act directs each Federal officer or agency to re-
port to the President actions to be taken by such officer or agency
necessary or related to the construction and initial operation of the
approved transportation system and to include recommendations with
respect to any provision of law to lie waived upon recommendation
by the President to the Congress. It is the Department’s view that no
action must lie taken by the Attorney General under section 0(a) of
the Act—action which is necessary or related to the construction and
initial operation of the approved transportation system. Furthermore,
it is the Department’s view that none of the antitrust laws should be
waived by the President,

Section 14 of the Act states:

NoHiInc In tile Act, mu! no action taken hereun(%er, shall Irm) or clTeet an
amendment to, or exemption from any provision <f the nntltrtmt law.

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

Many of the competitive effect' indicated in the accompanying Re-
port are prospective in nature. Thus, their full impact, may not lie
Icnown until the transportation system is built nnd operating. In light,
of this situation, it is the Department’s view that none of the antitrust
laws should lie waived. The transportation system and its owners ought
to lie subjected to the full panoply of the antitrust, laws nnd tneir
possible enforcement should any violations of these Jaws appear in the
future.

IIl. Conclusion

I conclude that. antitrust considerations do not. militate ngainst
Relection of nny of the three proposed projects as the transportation
system for moving Alaskan natural gas to the lower 48 states; nor do

0L Jill 77 a



competitive considerations point to selection of one of the three proj-
ects m preference of the other two. The problems we have identified in
this Report and our Report to Congress may impact on any selected
project and, therefore, do not make one project seem moredesirable
than the others.

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

Respectfully submitted.
Peter F. Flahertv,

Deputy Attorney General.



REPORT OF THE ATTORNEY GENERAL TO CONGRESS
(July 1977)

E xecutive Summary

This report is submitted to Congress in compliance with Section 19
of tlie Alaska Natural Gas Transportation Act of 197(1. That provision
requires the Attorney General to conduct a thorough studv of the anti-
trust issues and problems relating to the production ami transporta-
tion of Alaskan natural gas. . . .

. Based on our anal¥]sls of all mformatloq, currentlY] available, w?
find that antitrust considerations do not militate against selection o
any of th? three proLPo?ed projects as the transportatlgn system. for
movlng Alaskan natura an tothe " over 43 states: nor.do ¢ _mpetltlve
considerations point to selection of one of the t ,re,eJJrOJects In‘prefer-
ence to the other two. Although we have identified séveral potential
antitrust problem areas associated wijth the ro&ects, these #'roblems
ma |mEact on ang g,rogect hhat Is Selected and thus do not make one
pro{ect eem more desirable than the others.

This report has identified several potential competitive problem
areas, which can be addressed through: (1) the imposition of
lions upon the license issued to whichever project is chosen: (e,
enactment, of legislation; and (Il) collateral action bv the Fedoi...
Power (‘fommission. or its successor agency. Since some of the identi-
fied problems are not directly associated with the transportation of
natural gas hut are associated with the sale of natural gas. these prob-
lems would have to he addressed in the context of the required ex-
amination of the gas imtvhase contracts.

The report first piovides a general introduction to the three pro-
posed projects, the methods of transportation and routes proposed and
the participants in each proposed project. There are two overland
pipeline projects proposed by Alcan mid Arctic Gas. and a combina-
tion pipeline and liquified natural gas tanker system proposed by E |
Paso.

(1) The Alcan route follows the Alaska oil pipeline route to Fair-
banks nnd then follows the Alcan Highway through fiuoidn. Alcan
has proposed two difTcrcut sized pipelines. Originally Alcan proposed
a f2-inch pipeline but more recently has proposed a IS inch pipeline
similar to that of '.reliefins,

(*2) The Arctic Gas route proceeds east from the North Slope to
the Mackenzie Delta of Canada, where it is expected additional gas
reserves will Is* developed. The route then proceeds south through
Canada to the Coiled States border.

(9) The EI Paso project calls fora pipeline to follow the Alaska oil
pipeline fo Point Gruvinn on Prince William Sound. There the gas
would Ih«converted to liquid natural gas nnd Hhip|>ed by tanker fo the
const of ('nlifornin.

(l(KM



(a) Arctic Gas.—
Alaska Arctic Gas Pipeline Company
Canadian Arctic Gas Pipeline Company, Ltd.
Alberta Natural Gas Company, Ltd.
Northern Border Pipeline Company
Pacific Gas Transmission Company
Pacific Gas and Electric Company
The first two above are shell companies, formed to construct and

operate the pipeline in Alaska and Canada. Owners of the two
companies are:

American Menders:
Columbia Gas Transmission Corporation
Michigan Wisconsin Pipe Line Company
Natural Gas Pipe Line Company of America
Northern Natural Gas Company
Pacific Gas &Electric Company
Pacific Lighting of California
Panhandle Eastern Pipe Line Company
Texas Eastern Transmission Corporation
Canadian menbers:
Alberta Natural Gas Company. Ltd.
The Consumers’ Gas Company
Canada Development Corporation
Gulf of Canada. Ltd.
Imperial Oil. Ltd. (a 70 percent owned subsidiary of Exxon)
Northern and Central Gas Company, Ltd.
Shell Canada. Ltd.
TransCanada Pipelines,Ltd.
Union Gas, Ltd.

(b) Alcan.—

Ah in Pipeline Company (a wholly-owned subsidiary of North-
west Pipeline Company)

Alberta Gas Trunk IYmo Company, Ltd.

Alberta Gas Trunk Line (Canada), Ltd.

Westcoast Transmission Company, Ltd.

Foothills Pipeline (Yukon), Ltd.

(c) El Cano.—The El Paso project is proposed by El Paso Alnska
Company, a wholly owned subsidiary of EIl Paso Natural Gns
Company.

The gns transportation and distribution industries are net highly
concentrated on a national basis at this time. Although standard in-
dustry concentration measures are less meaningful in the natural gas
industry because it is pervasively regulated nnd because pipelines are
to a great extent natural monopolies; these ratios and individual
company shares do give an indication of the relative industry posi-
tions of the prospective Alaskan natural gns participants.

The proponents of the El Paso project control 8.2 percent, of gns
supplies from all sources (as of 1974), the Alcan American proponent,
controls 4.(1 percent and the Arctic Gas American proponents control
11 percent of gas supplies from all sources. Although there is some
danger that the sponsors of the Arctic Gns project, if they were the
only purchasers of Alaskan gas. could use their control of Alaskan gns
in combination with their control of other gas supplies to manipulate
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displacement plans to their own advantage or to affect, regional com-
petition among pipelines, regulation by the Federal Power Commis-
sion minimi" this danger.

Present Federal Power Commission regulation of city gate prices
also appears to preclude an opportunity for competitive abuse by the
gas producers or transmission companies provided the price ceilings
set b- Federal Power Commission regulation are effective. However,
if the regulation of the wellhead price of gas were relaxed and the
Alnskan gas producing areas were workably competitive, producer
ownership or control of the transportation system could circumvent
Federal Power Commission regulation of the pipeline and monopoly
profits could be taken by the integrated company by transferring some
or all of the profits stemming from the transportation monopoly to
unregulated upstream production operations through denial of access
to non-owners and restricting downstream supply. If the, regulation
of the wellhead price of gas were relaxed and tne Alaskan gas produc-
ing areas were not workably competitive, but were instead char-
acterized by producer market dominance, gas supplies could bo
restricted at the production stage without any need to derive market
power from the pipeline. However, sueh mark power is not neces-
sarily permanent and could be reduced by discovery and development
of new fields by other producers, creating a situation where in in-
tegrated producer/pipeline owner would seek to restrict nco ss nnd
throughput to take monopoly profits. Therefore, we recommend thnt.
an ownership interest, or participation in any form in the transporta-
tion system, by one or more gas producers of significant amounts of
gas he prohibited. The license to he issued to the selected system should
contain a condition that prevents participation in any manner by such
gns producers.

Ownership of a transportation system by the buyers of gas will not,
result in any potential anticompetitive conduct as long as Federal
Power Commission regulation of city gate prices continues in the
present mode, which it appears likely to do. Tf the regulatory scheme
changes, potential monopsony problems can In- cured by appropriate
regulatory netion, Therefore, we do not oppose ownership or the <nns-
portntion systems by the buyers of the gas.

During the period from 1071 to 107f> the major North Slope pro-
ducers, Exxon. AHCO and HP/Soldo entered into agreements to
negotiate for the sale of their natural gns with various transmission
companies, all membeis of the Arctic fins consortium. These agree-
ments called for advance payments from the transmission companies
to help the producers develop the North Slope fields. In December,
107, the Federal Power Commission struck down all advance pay-
ment. contracts entered into after December 28, 1073, as not in tiie
national interest. Thus, there is currently no plan for distribution of
Alaskan gas.

Collateral to those advance payment agreements, the transmission
companies entered into a variety of side arrangements with the pro-
ducers. The side arrangements provided for renegotiation of existing
gns sale contracts in the lower 48 stntes to raise prices nr to permit
revenue sharing between producer and pipeline with respect to exist-
ing production. Them side arrangements are char evidence of
evasions of wellhead price regulation and demonstrate the extreme
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difficulty of holding down the price of a scarce resource. .Some pipeline
companies would be disadvantaged in seeking to ga: | access to North
Slope gas if these arrangements were to continue, sin € not all pipeline
companies have existing relationships that can be altered or other
goods or services to barter in addition to paying the wellhead price.
The competitive effects of this disadvantage, if any, are uncertain. It
may well he that the Federal Power Commission should require dis-
closure of all collateral considerations in our gas purchase agreement.
The Commission could then carefully examine each Alnskan gas pur-
chase contract and disapprove or condition any such agreement thnt it
finds not to Ik* in the public interest.

With current Federal Power Commission regulation of wellhead
gns prices, competitive forces cannot operate to distribute gas in the
most efficient manner. If a wide distribution of Alaskan natural gas
is deemed important, it may I«k? necessary to create a regulatory nllocn-
tion mechanism.

Competition among pipelines for existing customers nnd new cus-
tomers may exist in regional markets. Regional competition can In* nil
important complement to regulation and its importance lias !>een rec-
ognized by Congress, the courts and the natural gas industry. The
potential for 1llie competition should be preserved to the greatest
extent prncticab'e. Several problems associated with the operation of
an Alnskan nimirul gas transportation system nrisc becuusc of po-
tential effects on this regional competition.

Equal incess to the transportation system, as well as other competi-
tion rules, would be required if producers are permitted to participate
in the Alnskan natural gas transportalion system. Moreover, even
where producers are not owners, equal access to a transportatior sys-
tem retains sonic importance as a means to preserve regional competi-
tion among pipeline companies by preventing owners of the trans-
portation systems from denying or restricting access toother pipelines
llint 'night compete in regional markets.

Section 13(a) of the Alaska Natural Gas Transportation Act. pro-
vides for equal lie ess to a proposed trir ‘ortation system. Although
the Federal I'ower Commission interprets this provision to mean that
an Alaskan natural gas transportation system must he operated as a
common carrier, it is not clear this was the intention of Congress. Read
literally, the statute mcrelv provides Ilint access cannot lie denied based
on ownership or the lack thereof. We helievc that those facilities (pipe-
lines. I, Nti facilities, etc.) const meted or utilized as an integral purl of
the system carrying gas to the lower |K slates should he operated lIs
common carriers, with equal access thereto available to all purchasers
and shippers of Alaskan natural gas. Congress ought to clarify the
ambiguous language of exist nig Section 13(a) to clearly state that the
Alaskan natural gas transportation system he (|>cralcd as a common
carrier.

Section 13(a) does not require the transportation system to im-
plement a promtinning scheme in the event the system achieves full
capacity, nor ilck*s it permit or require any government agency to order
such promtinning. Such prorationing during the period of construc-
tion of additional capacity is necessary to insure no shipper mav he
competitively disadvantaged. To insure the equal access provided for
unuer Section 13(a), wc recommend that Congress consider granting
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the Federal Power Commission authority, where pas is available in
excess of pipeline capacity, to order prorationing of pipeline capacity
among shippers.

It lias been argued that retaining Section 13(a) may prove to be an
impediment to financing. We find that Section 13(a) will not lie such
an impediment, since pipeline companies will be willing to invest in
order to insure the construction of such a system. In addition, the
possibility of receiving the substantial cash flows from the system
which would result from ownership is another incentive to invest in
the system.

It. is likely that much of the Alaskan gas will be delivered through-
out the lower 4b states by displacement rather than by direct delivery.
Displacement is a process that would allow Alaska gasto lie supplied to
conveniently located customers of other pipeline systems that, in turn,
could use their “displaced*’ g:.s to serve customers of other pipelines.
Such a displacement scheme provides considerable savings and ease of
delivery but also creates two potential problems. First, a transmission
company con'd thwart the displacement plan by refusing to cooperate
and dist iti'.c gu: ' i its system, 'fo remedy this problem we recommend
that le.islation t*- "nacted to give the Federal Power Commission,
or its successor age "v, autlio"lty to order participation in displace-
ment programs for Alaskan natural gas.

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

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

An all-events eosl-of-service tariff has liecn proposed that would
guarantee to the owners full reimbursement of all costs associated
with the operation of the transportation system. These costs would he
passed on to the consumer. These guarantees extend to all unit trans-
portation costs, even if underutilization of tin* nipeline makes the unit
cost excessively high, (iiiurnntccing these costs would eliminate incen-
tives for the transportation system owners to prudently determine
pipeline size and propose the most, efficient pipeline based upon expec-
tations of deliverability.

The deliverability of the I'ntdhoe liny reserves is unsettled and
highly disputed. The forecasts vary substantially; however. 2.0 licf/d
appears to be the most likely rate of deliverability. The producers have
stated their opposition to any form of deliverability guarantee and,
since gas and oil production arc related, may in (he future restrict or
eliminate gas production in order to increase the production of highor-
prieed oil. With the best deliverability estimate IK*ing *20 Hcf/d and
the possibility of less gas production, there is potential for under-
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utilization of the transportation system. Underutilization will moan
higher unit costs of transportation and under the proposed tariff, this
"ighcr transportation cost will be borne by the consumer. Deliveiabil-
ity should be carefully evaluated before a system is selected, and the
high cost of constructing a system is undertaken. Further, the sizing
of the proposed pipelines should be carefully eval lated, since the pro-
posed tariff guarantees may have diminished incentives on the part

of the proponents to determine and propose the most efficient pipeline
size.



INTERAGENCY TASK FORCE ON ENVIRONMENTAL ISSUES
(Julr 1, 1977)

E xecctive Summary

ENVIRONMENTAL ISSUES

The Arctic Gas route would cross the Arctic National Wildlife
Range (AN W R), which was established for the purpose of preserving
its specific unique wildlife, wilderness, and recreational values”™ Its
possible inclusion into protected wilderness status is still pending. The
proposed pipeline construction activity would eliminate the impacted
portion of the ANWR from wilderness status consideration.

Arctic Gas hns not adequately demonstrated that they would be able
to construct a pipeline from Prudhoe Ha/ through the. Mackenzie
Delta nrea within the proposed time frames; that their proposed mhi-
gativo measures would work as effectively as predicted; or that impacts
to animal species nnd natural ecosystems would be short, term or min-
imal. They have not demonstrated that their unconventional technol-
ogy would work adequately in minimizing impact, or that if damage
should occui, mitigative measures would be capable of restoring im-
pacted habitat or animal populations. If the integrity of the ANWR
were to be violated by the Arctic Gas pipeline, there could be a dimin-
ished degree of incentive in the, future to restrict additional explora-
tion or development in the impacted areas.

There is a continuing international cooperative effort to establish
an international wildlife/wilderness reserve which would encompass
the ANWR and the adjacent sensitive habitat in Canada.

The. El Paso route includes Itoth overland pipeline and ocean tanker
transportation systems. A liquefied natural gas (ENG) facility in
Alaska and one for regasification in California present serious poten-
tial for environmental degradation.

The proposed ENG plant at Gravinn Point, Alaska would lie within
a zone of very high seismicity in the Chugaeh National Forest. It. is
located 0ll the shore of Prince William Sound where abundant com-
mercial fisheries and other marine resources are found. An acceptable
solution to the heated water discharge has not vet I»een proposed. El
Paso has not. presented baseline oceanographic studies necessary to
determine if the proposed sea water cooling system is environmentally
ncceptnblc. Impacts from the proposed once-through cooling system
include: (1) mortality of all living organisms trapped within the cool-
ing system; (2) therinnl shock: (!11) changes in migration nnd feeding
behavior of affected marine biota; and (4) the effect, of toxic sub-
stances released in the effluent. The Environmental Task Force con-
cludes that the proposed once-through cooling system would result in

(un
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severe damage to the marine biota, but the Maritime Administration
advises that alternatives exist which could permit the LNG facility to
become environmentally compatible with Prince William Sound.

The final segment of the pipeline route to Prince William Sound
would cross about 33 miles of potential wilderness area in the Chugach
Nntione’ ‘orest. Although this area is recognized as a defacto wilder-
ness, it iS not considered as fragile or unique as the ANWR. The
Grnvina Point LNG facility would destroy at least one bald eagle nest
and disrupt approximately 15 other nest sites and some winter feeding
ground for the Sitka black-tailed deer.

Cape Stnriehkof. located on Cook Inlet, has been proposed as nn
alternative LN G terminal site. This alternative would avoid the
defacto wilderness area within the Chugach National Forest. The
route to Cook lulet would parallel the southeastern boundurv of
Mount McKinley National Park and cross the Ivenui Nutionnl Moose
Range. Seismic conditions are similar to those found at Gravina Point.
The Environmental Tusk Force believes that further investigations
of the Stnriehkof route and site are needed In'fore a linal choice is
made between the Gravina and Stnriehkof options.

The proposed regasification sites would lie located in southern Cali-
fornia, an area of high seismicity. EIl Paso’s proposed site is at Point
Conception, which is a rural, grazing area: while the Oxnard alterna-
tive site is in an area already zoned for industrial development.

A unique mixture of northern and southern marine spc ' exists
off Point. Conception. As proposed, the cooled water disci e from
the plant would cause ecological changes in the outfall area, particu-
larly critical to this unusual marine environment.The Oxnard alterna-
tive site does not have this unique marine community.

In addition, the Oxnard plant's chilled water discharge could 1
used at. the Ormond Reach Generating Station to bring the combined
effluent to approximately ambient seawater temperature.

The pipeline needed to connect (lie Point Conception regasification
plant to existing transportat inn systems would traverse approximately
250 miles, crossing unstable soils within the T,0s Padits National
Forest. Rv contrast, the connecting route from Oxnard would he ap-
proximately 50 miles long, with nliout 05 percent of the route follow-
ing existing corridors.

The task force concludes thnt the Oxnard alternative site is environ-
mentally preferable. However, pending California legislation would
require a remote site for safety considerations. Only Point Conception
would satisfy this requirement.

Although the Alean route does not cross such rritienl environmental
areas, as the ANWR and Chilgneh National Forest, each a dc facto
wilderness, there are other significant environmental concerns. Alcan’s
summer construction could cause unnecessary pcrmnfrost degradation.
The tnsk force lielieves thnt summer construction could be accom-
plished in nn environmentally acceptable manner if scheduled during
the spring nnd fnll months when temperatures are near or below freez-
ing. Sueli scheduling is feasible since only two to five percent, of
Alcan’s Alaskn route involve; critical permafrost areas.

To northern Alaska, the Alcan and E| Paso routes utilize the exist-
ing trails-Alaska oil pipeline (TAPS) corridor. They would further
impnet the migration route of the Central Arctic Caribou ITerd and
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Dali sheep near Atigun Pass, which is a critical salt lick and lamb-
ing area.

In Canada, the Alcan route would parallel the Alaska Highway
through the Kluane National Park at the base of Sheep Mountain
(Dali sheep area) and pass near the proposed Pickhandle Lake Inter-
national Biological Program Ecological Reserve (sensitive water-
fowl and moose area). The route also passes through grizzly benr den-
ning and elk overwintering areas. Construction scheduling could avoid
sensitive time periods for most of these species. The data base as-
sociated with Alcan’s route is generally considered to be inadequate.
Additional research and data collection are needed to define site-
specific problems and appropriate mitigating measures.

Al routes have the potential for impacting threatened, endangered,
nnd protected species, including the polar bear which is a special pro-
tected species under Internntionnl Treaty. Impnct to these species and
their habitat, after specific critical locations are identified, should H
minimal along any of the proposed routes with approved mitigative
scheduling and routing measures. Extra consideration should be given
to protected species.

Trenching activities along Alcan’s nnd Arctic Gas’ proposed North
Border route ncross the prairie pothole nren in northern U.S. and
Cnnnda may cnuse drainage of potholes, nnd thus affect waterfowl
habitat. Effectiveness of proposed mitigative measures to prevent
drainage and other disturbances is uncertain.

In Public Law O.T-163 (amending 1020 Minornl Leasing Act). Con-
gress found utilization of existing corridors to lie in the public inter f
by minimizing adverse environmental impacts due to the proliferation
of separate rights-of-wav. The utilization of rights-of-way in common
should therefore Ik*required to the extent practical. However, the task
f,'""ce believes thnt the environmental benefits nttrihut; ble to requiring
itie use of common corridors must be evaluated individually.

The task force concludes that flie Alcan route world innke flic I1>ost
use of existing corridors. The EIl Paso route would utilize the Alvesku
corridor blit would establish a new riglit-of-wnv through the Chugnch
Nationnl Forest in Alaska and nlong most of the route in tViifornia.
Except for the portion from Prudhoe Bay through the Mackenzie
Delta, including the ANW It. the Arctic Gas route generally follows
existing corridors or rights-of-way.

Each route crosses areas which arc d<-ignatcil or proposed for
desighation under the Wild and Scenic Rivet.-. Vet, Xati mnl Trails
System Act. Land nnd Water (V. -cation Fund aid d-2 pro-
posals (lands proposed foj- Federal designation). The task force sug-
gests site-specific alignments be reviewed and incusnreH taken to avoid
such areas or minimize impact. Either pipeline route through Canada
would impact National or Provincial designated areas and proposed
International Biological Program (IBP) reserves.The Canadian gov-
ernment will make the derision to nutborize or reject these crossings.

Water will I>e required bv all proposals for n variety of purposes.
The availability of water on the North Slope during the winter season
is extremely limited. Arctic Gas and E|l Paso propose to work from
snow roads and work pads. For this purpose alone, the task force
believes that a reasonable margin of water is nvailnble. When water
demands for hydrostatic testing and camp use are milled, winter water
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supply nmy be insufficient. The three applicants propose different
methods for testing pipeline integrity. Arctic Gas proposes a meth-
anol-water testing plan, Alcan proposes water testing, and el Paso
proposes air testing. Among these, the potential spills of the methanol-
watei fest medium present, the greater potential for environmental
threat. The task force, believes that air testing would be the most,
preferable environmentally and should he required for all applicants
where feasible.

Compressor stations, LN G and regasificntion facilities, nnd tankers
will jdl emit air pollutants. These emissions generally appear to fall
within the allowable Federal air quality standards. They will also be
required to comply with State air quality degradation laws.

Nuinerous arcluieological nnd historic sites may be encountered along
any of the routes; therefore, a comprehensive survey/salvage program
is necessary for their protection. The Arctic Gas route has the greater
potential for impacting cultural resources than either the EIl Puso or
Alcan route.

Any of the three pipelines would accelerate a perhaps inevitable
change in Alaskan native lifestyles. The Alaska Native Claims Settle-
ment Act and construction of the Alyeska pipeline have already pro-
moted the trend toward a mixed cash and subsistence economy. The
El Paso and A'ean routes would affect a greater number of native
villages than the Arctic Gns route, but these are along the Alyeska
corridors where native life styles have already been impacted. Al-
though the Arcti mGas route passes near the native village of Kaktovik
in an undeveloped port’ n of northern Alaska, the native lifestyles
have already been affect. . by the nearby DEW line (Defense Early
Warning) sites. Native lifestyles would continue to change even in the
alwencenf any of these projects: however, construction activities would
accelerate the rate of change in native villages along the route.

We concur with the conclusions reached by the KPC in their “Rec-
ommendations to the President'™ ami with the KPC Staff that each of
the three pending proposals will have some adverse environmental
impacts. 1f the Alaska gas is distribute ' on an equitable basis to the 48
States, the task force does not believe that the decreased air pollution
in the lower 48 States as a result of Alaska natural gas being available
will offset the environmental degradation resulting from the construc-
tion of a natural gas transportation system. The task force therefore
concludes that a “no action™ alternative would be environmentally
superior.

However, if the Alaska gas were allocated to maximize air quality
benelits the construction of a gas transportation system could be envi-
ronmentally preferable from the standpoint of public health. It could
displace 1 quadrillion Rlu’s/year of coal and could concentrate air
quality benelits in select air quality control regions. It should be noted
that the feasibility of this allocation scheme has not been demon-
strated. An analysis of the pricing and distribution aspects of this
scheme would have to be conducted.

The task force also concurs with the KP(* Commissioners and the
KPC Staff that, of the three propos'd routes, Alcan's appears to
promise the least environmental impact if proper mitigative actions
are taken. This conclusion is based on the Alcan route's avoidance o f:
(1) the undeveloped area from Prudhoe Ray through the Matkeuzie



115

Delta, including the Arctic National Wildlife Range and (2) the
Chugach National Forest, both of which are de facto wilderness areas;
and (3) thermal and chemical pollution front the LN G sites in Alaska
and California. In addition, Alcan makes the best use of existing trans-
portation corridors.

The task force finds j environmental impacts which would result
from the Arctic Gas ana EIl Paso roups to be different in nature, but
comparable in magnitude. It is therefore difficult to rank the two sys-
tems strictly in terms of environmental impacts. However, it is our
conclusion that the EIl Paso route would impact the environment less,
on balance, than the Arctic Gas route. This conclusion is based on: (1)
El Paso’s avoidance of the Arctic National Wildlife Range and the
Mackenzie Delta area (although it still does cross the Chugach Na-
tional Forest); (2) the assumption that thermal and chemical pollu-
tion of the marine environment at the LN G sites in Alaska and Cali-
fornia can be properly controlled through design modifications; and
(3) the utilization of existing corridors, except for the approximately
40 miles in Alaska and most of the route of California.

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

TOMS AND CONDITIONS AND FKIIdIAt. OIM1ANIZATIoN

The Federal Power Commission's “Recommendation to the Presi-
dent” found that formulation of Horrific terms and conditions was
premature until a route has been selected and more detailed resource
information is avaibdile. The FPC Recommendation made some tenta-
tive suggest ions ou ilie organi/ation to administer terms and condil ions
and included .i number of illusl nil ivo terms and condif ions.

The FPC Recommendation did not adequately address the process
by which all environmental concerns and resources may la* considered
government-wide (Federal-Stalt -local) during the preparation ami
subsequent administ rat ion of terms and condif ions.

The task forci proposes continuation of the previously established
Federal interagency group to work on terms and conditions. It also
proposes environmental guidelines and a schedule which the group
(supplemented bv State agencies) could use in preparation of terms
and conditions and development of the orgiiniziition(s) to administer

them.



REPORT ON CONSTRUCTION DELAY AND COST OVERRUNS

E xecutive Summary
Objective

The object of this report is to review the analysis and findings of
the Federal Power Commission (FPC) in their Recommendation to
the President: Alaska Natural Gas Transportation Systems with
respect, to the potential for schedule delay and cost overrun. The
('fommission's Findings are not fully specified, hut a reasonable in-
terpretation is presented on the following page and contrasted with
the I™ead Agency Findings.

Finding*

This Lead Agency Report prepared by the Department of the In-
terior and the Department or Transpcitation generally agrees with
the Commission's relative ranking among the projects with regard
to the possibility of cost overrun and construction delay but differs
sharply with respect to the magnitude of the overruns. The Federal
Power Commission examined a number of sources of overrun and
delay but they seemed to consider these in isolation : they did not fully
evaluate the contribution of these sources collectively and interactively
to their overall cost ami time mjuircmcnt.s for cot tiding a long-
term. complex construction project.

Aidic Cm > Ak.in [l Pjto
IRC fIndinli; «
Direct coil > *6, HI 5,781 6,588
Total co»t (Include* bnancmi)l *8.147 6,761 6,VI
Full |i« flow tealiced . .. (=) C <9
Potentialcoitoverrun(percent)«___ 5 4 10 7 10
Potential dally (month!) « R 12 9 0
Net nationaleconomic beneld 1“ ... . . .. -7,122 7,642 6,796
Cotl ol larvice (dollars per met)" ... 1.721.79 2.09
laid nancy lindmti >
(apected duect colt overrun*mu L e *2,606 1,861 1, 736
Percent 37 32 31
lipeded direction*1" 9,289 7 646 7,32*
tipected total coll overrun*1 *4317 3. 161 2,775
Parian! 53 47 42
| ipeded total Co."* (include* financini)* 17,464 9,920 9,328
lapected ichadula o.lay (month*)............... 20 17 15
tipacted lull flow data" <") ("1 !
lapected net nat pnal economic benehti* >*. . L. 3,311 4 826 3 908
lapected coit of teivice (dollert pai md) < 2.15 2.09 2.26

>All valuai in 1. j pncai; aitumad liinuary 1978 loahead.

>Arctic Gal Colli imluda Canadian there

« Mill,uni ol dollar!.

«US itiara ol Arctic dnact colli It 45,621,000,000, U.S. lliara ol Arctic dirad coil ovaitum i appiuiirnalaly
42,000,000,000.

< Il S itiaia ol Arctic total colli n 46.729,00,000, US. lhaie ol Arctic total colt overturn |i approaimataly
43,4)2,000,600.

® luna 198)

' lanuaiy 198)

* Nnveiubei 198)

« No NNtl) or coit ot larvica calculation! an available bated on Jieie valuai,

> Pietent value diuuunled at 10 percent.

ii Includei 41 par md wallbaad price ol t**. 70 yr averaia

‘e [be aipactad value n tba mean or "avaiaie" ol the animated probability diitribution

"An uppat bound, or "wont" caia. may tie animated by addini ) itandaid daviationi lotha aipactad value Arctic
Gal- 414,300,000,000, Alcan 411,200,006,MO and tl Paio ]9,)00,000,000. llia IPC aitimala may be com.deied a
laawnabla louver bound

i* Both tI Paw and Akan liavr partial, but lubitantial, gai Itowi occurnni 6 to 10 mo earlier.

>Merch 1985.

® |uty 1984.

w leutua'y 1985.

(117)



118

The FPC estimates range from 5 to 10 percent cost overruns for
the proposals; this Report estimates direct cost overruns for the vari-
ous proposals ranging from about 30 percent to about 40 percent;
moreover, this Report finds that overruns on total costs including
financing (allowance for funds used during construction) may range
from 40 to 55 percent. The Commissioners have estimated potential
delays ranging from 0 to 12 months; this Lead Agency Report antic-
ipates delays ranging from 15 to 1 months.

This Report indicates the Arctic Gts proposal to contain the great-
est uncertainty, " bile the Alcan and E| Paso proposals contain less.
Taking expected cost overruns and construction delays into account,
the report finds that the Alcan proposal has the earliest expected
delivery date and the least total cost, El Paso the next earliest deliv-
ery date and higher total rost, and Arctic Gas the latest deliver}’ date
and highest total expected cost.

Procedure

These estimates were arrive at on the bnsis of joint estimates of
expected cost overruns nnd schedule delays by independent analysts
familiar with each of the three proposed transportation systems nnd
the Trans-Alaska Pipeline System. The FPC estimates are plausible
hut optimistic engineering estimates, while those presented here
recognize thnt few major const metinn projects achieve the planned
performance, cost ami schedule goals These estimates should he con-
sidered “expected value" estimates. It should lie noted, that the i »sults
presented here do not indicate that a natural gas transportation sys-
tem is uneconomic.

Other independent analyses, including the FEN CO, Inc. risk anal-
ysis of Arctic Gas and Alcan for the Canadian Ministry of Energy,
Alines, and Resources, the Resource Planning Associates, Inc., risk
analysis of all three proposals for the Environmental Protection
Agency, and lIlie Department of Interior Report to Congress under
Public Law '8 153 have concluded tint all the applicants, hut partic-
ularly Arctic tins, are quite optimistic in their proposals. The miijc
uncertainties (hat the FPC failed It assess realistically nro high-
lighted lielow.

(‘instruction nnd Productiviti/

The Commission concluded that Ar tie Gas ami I*I Paso have pro-
posed "reasonable'const metion programs while mostioning the Alcan
estimates of productivity. This report finds that Arctic Gas has seri-
ously underestimated the economic costs of constmetion during the
arctic winter, El Paso has also overestimated winter pipeline con-
struction productivity and underestimated potential problems on the
complex liquefaction plant. Alean liih overestimated the productiv-
itv of its rapid summer construction program, particularly because
of the difficulty in supplying the skilled manpower necessary.

Snow Fond* nnd Work' Pad*

The Commission has concluded that the proposed use of snow roads
and snow work pads is a “ feasible" iirelic construction technique. This
report tin 'msthat the economic feasibility of these techniques is extreme-
ly uncertain.The FI*C bearing record indicates substantial controversy
over even the technical feasibility. The reeoid further indicates less
than complete agreement on the availability of adequate snow and
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water, particularly on the North Slope. The economic costs of a con-
struction program relying on snow roads and snow work pads at tho
scale proposed bv Arctic Gas—and to a lesser extent by E| Paso—are
very uncertain. There is no equivalent experience available; the con-
cept has never been tested on n comparable scnle. Alcan's construction
plan avoids this risk since it relies on summer and conventional winter
construction.

Construction Logistics and Transportation Corridors

The Commission found no substantial logistical problems for any of
tho applicants, nor did it emphasize any substantial advantage for a
particular system because of its corridor. This report finds, to the
contrary, that logistical problems beyond those anticipated by the
applicants are highly probable.

Alveska experience indicates that it is virtualy impossible to fully
predict all requirements in advance and that supporting large scale con-
struction efforts in remote regions of the arctic is extremely difficult.
It is clear that alternatives and flexibility are essential for cost and
schedule control—two elements limited in tho Arctic Gas logistic plan.
Arctic Gas must rely on a logistics system that is very seasonally
oriented—use of snow roads in the winter and shipping on the Mac-
kenzie River in the summer. Both El Paso and Alcan propose routes
having ncoss to virtually all weather transportation systems and other
existing infrnstructure.

Seismic Design

The Comm ssiou found that EI Paso has an incomplete seismic de-
sign hut that i. Inmate time had lieen provided in the pre-construction
schedule, to complete the design nt “some increases” in cost. The con-
clusion of this report is that the incomplete design work for the lique-
faction plant at Point Grnviim leaves substantial uncertainty in Ixith
cost and schedule. T erecord indicates substantial controversy regard-
ing what design factors are acceptable, and there is little experience in
designing large scale LN G facilities for 1l high degree of seismic pro-
tection. El Paso is judged to have underestimated the complexity of
meeting stringent seismic standards, whit neither Arctic or Alcan
have a significant seismic problem.

I'rost lleare/Tliaw Settlement

Tho (Vimm'usion concluded thnt thct is “... no doubt that nn ade-
quate solution ran la* found ..." nltlii* gh with “... sufficient expendi-
ture of design, time and capital”. This report concludes that the appli-
cants may well have substantially underestimated the required design,
time and capital.

The exact nature of the technical solution to frost heate/thaw
sett lenient is still an unknown: some experts believe tlint portions of i
gas line may have to lie elevated. The economics of an as yet unproven
solution are extremely difficult to estimate, particularly if it involves
a relatively complex technology (e.g., electricul heating or buried
supports).

Project Management am/ Scheduling

The Federal Power <ommission did not address itself specifically to
the question of management and scheduling although it <lid coiicbido
that Arctic Gas and El Paso had presented reasonable programs for

I, 2214 77— 0
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executing feasible projects. This report finds project management and
scheduling to be a crueiul element in completing any of these large,
complex, and remote projects in a timely and economic manner. The
Alyeska experience is replete with situations where a problem in one
area spilled over into other areas. All of the proposals contain large
numbers of interactive elements for which n difficulty with one activity
will adversely affect progress on another—resulting in possible delays.
All of the projects contuin a number of techniques wliicn nre relatively
unproven in regular commercial application. The projects, through
sheer magnitude, will draw on both labor and vendors having limited
previous experience in this work.

/ nstitutiojwl Uncertaintiea

The FPC generally concluded that the applicants had alloted suffi-
cient time during their pre-construction and construction phases to
allow for resolution of a number of institutional issues. This report
finds that severul institutional issues pose major problems for the ap-
plicants, with sulistantial probability for schedule delaj and costover-
run. Joint U.S.-Canadian decisions for Arctic (ias and Alcan have the
(Hitential for causing delays. Site selection and approval for El Paso's
regnailication terminal in California may cause some delay. Final
right-of way determination for all applicants is currently on an un-
certain schedule. (Jovirnmentul stipulations, regulations, and permits
during construction by any applicant could cause construction delays.
Finally, resolution ot Canadian Native Claims is likely to cause sig-
nificant delay for Arctic Gas and, ton lesser extent. Alcan.

Other Large Scale Conxtructlon Project- Experience

Studies bv Professor Mead and others indicate that the ability to
accurately forecast the cost of large complex construction projects
is very 'united. Examples of such evidence are numerous and include
Trans-Alaska Oil Pipeline (TAPS). North Sea Oil production.Trans-
Peru Pipeline. METRO and Canadian Olympic, facilities. These
studies indicate that for construction projects involving long construc-
tion periods, new technology applications, extensive ceoteehnieal work,
and activity in remote ureas, costs and schedules substantially beyond
those estimated have almost always occurred and are likely to occur in
the future.

Probably the most, comparable projects is the TAPS project. An
early, reliable cost estimate is considered to Is’ the May 11)74 estiinaU*
of $4.0R8 billion. In Juno 1157% a final, detailed estimate was made at
$fl.’175 billion and now, only two years later, the final cost is expected
to Is- at least $7.S15 billion—a 28 percent overrun, excluding financing.
In comparison, this Report estimates 80 to 40 |x*reent coat overruns,
excluding flnuncmg, for projects 4 to 7 yeare away from completion.
Operating L'ixk*

This I/aid Agency Report finds uncertainties and their economic
impact to I>e less significant during the operating phase than during
the pre-construction and construction phase. 'The risks of flow inter-
ruption and cost overruns during operations is greateet for El Paso
Is'cuvsc of its complex nature and seismic, risk (a major earthquake
in the vicinity of the liquefaction site could cause interruption of
weeks to more than n year) while Isitli Alcan and Arctic, (ias nre
considered low risk.



REPORT ON SAFETY AND DESIGN

I. SIMMAHV
A. Introduction

The safety and design issues in the Alaska natural gas transporta-
tion system relate primarily to how a recommended system should 1)6
designed, constructed, and operated, and to a lesser d.gree. where such
u system should I>e located. This report discusses tho relative safety
and design merits of tho three alternatives considered in the Federal
Power Commission (FPC) Recommendation to the President, May 1,
1977.

Knch of the three systems proposed for transportation of natural
ga, from Alaska presents new challenges in design, construction, and
planned operation. Information in the record detailing the applicants’
approaches to meeting these challenges is exhaustive and much of it
has been tested for accuracy by examination, rebuttal, and argument
ltofore the FP C and by its staff. In this report, the interagency partici-
pants who analyzed the FPC Recommendation and other relevant
material discuss the principal concerns which remain to be decided
relative to the safety and design of nn Alaska gns transportation sys-
tem and make their own recommendations on these matters.

The Department of Transportation (DOT) was lead agency in
preparation of this issue report. Personnel from Departments of tho
Interior. Commerce, Federal Energy Administration, Energy Re-
search and Development Administration, and the Environmental Pro-
tection Agency participated in review and analysis of the safety and
design issues.

/1. {onAdusioiix

The safety ami design issue interagency task group concludes, as
did the FI'f', that each of the systems, assuming nre per design and
construction, can o|>emtc safely and reliably. Alti.oiigh there are
SPecClal technical problems peculiar to each of the systems which can-
not be resolved at this time, it is incumbent on those Federal officers
or agencies who are responsible for assuring pipeline safety to do all
that is necessary to ensure, before initial operation, that the selected
gas transportation system is designed and constructed in a manner
consistent with Federal safety standards. Additional attention will
neetl to I>e devoted especially to potential problems which may arise
from tho operation of the pipelines at high pressures and transporting
chilled gns in discontinuous permafrost as well as the fl|[K>cific technical
innovations present in liquefied natural gns (EN’(J) processing and
storage in an active seismic area.

C. Sin{rti/
1. Tho principal element relative to safety for each of the three
proposed pipeline systems is the type nnd design characteristics of the

(12
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pipe used in that system. Arctic Gas and Alcan plan to use high
strength X-70 grade pipe for which a reference specification is not
presently incorporated in the Federal gas pipeline safety standards.
El Paso’s proposed X-(55 grade pipe is included in the standards.
Planned operating pressures for Arctic Gas (1G80 psig) and E| Paso
(1670 psig) arc high by current industry practice; Alcan plans to
operate at a more conventional 1260 psig; and each pipeline would lie
buried in permafrost areas and carrying prechilled gas. These design
proposals present the problem areas which FPC has identified, i.e.,
frost heave, pipe metallurgy toughness, crack arrestor installation,
pressure testing, and valve design—and for which the interagency
group has developed solution approaches.

2. El Paso’s proposal for pipeline transmission of gas across Alaska
and marine shipment to California by tanker as LN G calls for deci-
sions to be made about, location of the LN G processing and storage
facilities which will assure their safety in active seismic areas. Much
discussion still surrounds the specific locationsofE|l Paso'sLN G facili-
ties in southern Alaska (Gravina Point or Cape Stnriehkof) and in
California (Point Conception or Oxnard). There are advantages nnd
disadvantages in each proposed site nnd also a recognized need for
further study nnd refinement of design on a site specific basis. Cali-
fornia nnd Alaska Slate officials, too, have a major role in the LXG
plant siting decision. The interagency group believes that those doubts
do not preclude consideration of the pipeline LXG tanker proposal,
but much wc”k remains to lie done both at the Federal nnd State levels
to facilitate nXG plant site construction.

.1l There are significant differences in the approaches each of the
applicants would use in solving the problem of frost heave that p il-
lules can experience when buried in areas of discontinuous perma-
frost. Encli will . n to lie adapted for the particular conditions
encountered on a site-specific basis. Given the time to finalize
route survey, field testing to determine soil conditions, and engineering
design capability, each of the applicants should be nblc to solve tho
problem, although costs for doing so may vary.

. Federal pipeline safety standards require that pipeline systems bo
pressure tested before tested before initinl oliernnon. 'Hie three ap-
plicants propose to meet this requirement in different ways. Arctic Gas
and Alcan plan to use a hydrostatic test; Arctic Gas would prevent
freezing of the test water in permafrost areas by addition of methanol,
nnd Alcan would preheat tlie test water for this purpose. El Paso
would use air as a test medium and ilms keep water out of the line.
Each proposal has its advantages and disadvantages. Hydrostatic
tests permit higher pressure test levels than air testing under the t/.S.
standards and similarly would permit higher operating pressure under
the t’anadian standards. Also, the higher hydrostatic test pressure in-
creases the probability of locating pipe defects prior to plucing tho
pipeline in service. Tho Arctic Gas plan to use a water-methanol mix-
ture presents environmental concerns relating to proper disposal and
the effects of spills in the event of test failures. Alcan's plan to uso
heated water requires precise control to prevent freezing of water in
the pipe. Also, heated water could cuuse degradation of frozen soil sur-
rounding the pipe. Air has environmental advantages, but has limits in
providing the highest degree of safety while testing the pipeline.
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5. Each of the transportation systems can be adequately maintained,
although permafrost soils and remote Arctic areas will require
thorough advance planning and specialized equipment. This will be
particularly true for the northern-most portions in the continuous
permafrost tundra areas. Seismic factors may affect the repairabilitv
ofji system, but proper design for seismic effects would be the primary
moans of assuring the safety and reliability of the LN G facilities or a
pipeline crossing active faults. Furthcr site specific designs, based upon
geoteehnic. survey and test data, need to lie refined to complete the de-
sign of the LN G plant nnd sections of either the EI Paso or Alcan
line which cross active faults. Testing to confirm presence of bedrock
at the Gravina Point site selected by E| Paso would be necessary should
that proposed svstem be recommended.

(i. In the design of the all-pipeline systems, there will be a need to
coordinate specific U.S. and Canadian stnndards to achieve computa-
bility in construction, inspection, maintenance, and operation, and
thus assure dependability of service.

I>. Efficiency

We concur, in general, with the FP C view that natural gas could be
delivered and successfully marketed in the U.S. by any of the. three
proposals. However, there is a significant difference in the efficiency
of each system based upon the quantity of gas needed to operate thnt
svstem. 'I'ne need to convert the gns to LN G and revaporize it gives a
significant efficiency advantage to an all-pipeline system.

E . Potential Sereice Disruption

The FPC concluded that it is highly probable that each of the thrco
systems can be ojierutcd with a reliability acceptable to the gas con-
sumers of the United States. There is some concern aliout the possi-
bility of a major Alaska seismic event disrupting delivery through
the El Paso system. While this cannot be ruled out, we lwlieve that
the risk potential for such n disruption is very low. With regard to
pipelines, their continuity of service is by far the liest of any inode
of transportation in the United States, and we believe tho Canadian
experience is comparable.

/”. Expansion of Synte/ns and Dexiyn Flexib ility

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

The Arctic Gas and Alcan are all-pipeline systems, and additional
capacity may be provided at lower unit capital cost than for the initial
capacity. However, for the El I'aso combination pipeline and LNG
tanker system, cost for additional capacity wouid increase roughly in
proportion to the original unit cost, Arctic Gas and Alcan, utilizing
the large diameter pipe with cxcesscnpacity.cmild expand by the addi-
tion of compressor horsepower alone. However, El Faso’s additional
capacity would require process plant additions and additional tankers
for the marine leg.
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G. Capability of Transporting Other Gas Rcsemrts

In addition to known Prudhoc Bay gas reserves, each of the systems
could have future access to reserves developed in the Beaufort Sea. the
National Petroleum Reserve in Alaska, or from the Arctic National
W ildlife Range. Only the Arctic Gas system would have the capabil-
ity to transport gas from the Mackenzie Delta or offshore in northern
Canndn. The E |l Paso and Alcan systems, with short connecting lines,
could transport gas from either the central Alaskan basins, or from the
Gulf of Alaska. While the central basins are not considered to have
a large gas reserve potential, 'lie Gulf of Alaska could contain con-
siderable gas reserves,

77. FPC Summaries of Evidence and FPC Conclusions on Safety
and Design
We Irnvc no disagreement with the way FPC summarized evidence
and positions of interested parties as they were, presented in the FPC
Recommendation to the President with regard to safety, design, effi-
ciency, nnd flexibility. Nor do we have significant differences or criti-
cisms with the way the FP C developed its conclusions.

I. Other Factors for Possible Presidential Consideration

W hile we do not have additional details with regard to their impact,
there is a possibility thnt reductions in existing gas pi|>e)ine system
load factors could place detrimental financinl effects on some existing
gns pipeline systems as a result, of the new Alnskn natural gns trans-
]=ortntion. This would deserve study of cost and economic elements in
other issue reports to determine the possible effects upon safety and
maintenance of systems ubvady in plnco. Additional attention also
needs to lie given to effective monitoring of a gns transportation sys-
tem as extensive as any of the three proposals.

J. Terms and Conditions

There arc n number of significant problems identified in the Terms
nnd Conditions as presented in the FPC Recommendation to the
President which will require further definition nnd clarification. These
include, for example. (1) applicability of Terms nnd Conditions to
that, portion of the pipeline system in the lower is States; (2) Federal
Inspector's role in enforcing compliance with the Terms and Condi-
tions; nnd (ff) conflicts of jurisdiction liefween Federal agencies.

[I. Piph.ixk and M.uiixk Safety

A. In,. a/netion

The design, construction, operalion. nnd maintenance of any Alaska
natural gas pipeline and LNG terminal facilities must meet the
Federal gas pipeline safety standards contained in ti* CFR Part 102:
the reporting requirements of Part 101: and with respect to the LNG
facility, possibly Part 10:t. a new part for which an Advance Notice
of Proposed Rulemaking was recently issued by the Department of
Trans|>ortation.

All three applicants plant to utilize advanced technology in the
desig i. constmetion. nnd operation of the gas transportation SyStemS
proposed, nnd doubts have lieen raised as 10 their ability to comply
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with applicable Federal gas pipeline safety standards. In potential
noncompliance situations, the operator of the proposed system must
change design plans, petition DOT for rulemaking action to modify
the regulations, or request a waiver from those regulations providing
data to support such a waiver and assure pipeline safety. While we
concur with the FPC Recommendation conclusion that “each of the
systems can be constructed basically in the manner proposed with the
qualifications and conditions contained in our report” . . . “nnd each
of the systems should operate reliably once service llogins” (page 4,
paragraphs i and j), we have several concerns regarding system safety
and design.



REPORT ON NATIONAL ECONOMIC BENEFITS

Tho FPC “Recommendation to the President” compared the three
alternative systems against two criteria:

Net national economic benelits—a measure of the discounted
licneliLs and costs of the projects.

Cost of service—a measure of the cost of delivering natural gas
to consumers (including an assumed wellhead price of $1.00 per
M CF).

A ll systems had substantial net benelits (from $5.8 billion to $8.2
billion) and a cost of service that was judged competitive with alter-
nate fuels (a high of $2.2(i per M CF).

Alcnn and A retie Itad tho highest net benelits and a lower cost of
service than E| Paso.

This Task Force report examines the sensitivity of the FP C findings
to different discount rates, cost overruns, and schedule delays and
calculates new employment impacts.

The new findings using the expected values for overruns and delays
indicate thnt nil of the systems still have positive net Itenelits ($3.3
billion to $4.8 billion) although reduced from tho FP C levels and have
increased costs of service (a high of $2.50 per M CF) which are still
competitive with alternative fuels.

Alcan hns the highest benefits with El Paso second. Tho rank
changes I>eonnso ElI Paso was judged to have a lower likelihood of
substantial overruns E| Paso remains with the highest cost, of service.

A sensitivity analysis shows that net benefits will I»e rodueed to
zero if either of the following occurs (assuming a discount rate of
10 percent, nnd constant real gns prices) :

a construction delay greater than four years;

construction cost increases of more than 100 percent; and

a reduction in throughput from 24 HCFI) to less than 1.2
BCFD.

El Paso hns claimed large relative employment impacts for the E|
Paso system (730.000 nerson years versus 235,000 person years for
Alcan). This report (inns thnt the relative differences botween systems
are considerably smaller (271.000 |>erson years for El Paso versus
210,000 person years for Alcan).
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TABLE A.-EFFE«:T OH NNEB OF EXPECTEO PROJECT COST OVERRUN AND SCHEDULE DELAY*
Jin millions ol 1975 dolUrsl
Arctic El Piso Alcan
13 10 6 13 10 6 13 10 6

percent percent parent percent percent percent percent percent percent

7297 11,056 20557 7.076 10551 19.167 7,856 11.649 21,0P

Ltn:
Field gathering and conditi 858 %l 1,124 858 9%l 1124 969 1,057 1,192
ﬁ_ield O ilM ... 22 34 64 25 37 67 24 37 67
ransportation 4762 5503 6,733 3780 4361 5318 4113 4701 5,666
Working capital.... 13 15 19 28 34 43 23 28 36
System 0.1 M 166 251 469 538 302 1458 169 253 463
U.S. other tarn. no 154 250 325 4.9 716 172 235 368
Canadian income taxes . 503 775 1,440 0 0 0 228 352 657
Canadian other taies 13 53 92 0 0 0 107 162 299
NNEB

................................. 827 3311 10366 1522 3908 10441 2,051 4.825 12,265
. 4125 7298 15379 3,056 5800 12.859 3,963 7,113 14,974

1 Derived from computations detailed in the report of the cost overrun task force.
: Assume no growth in unit value of natuial gas.
>Working group base case as shown in table IV I.

TABLE B.—ESTIMATES OF DELIVEREO COST, NATIONAL AVERAGE

|Per million Btu in 1975 dollars including an lllustrative puce of 1 at Ptudhoe Bay and for gas fuet|

20-yr simple Leveled
average' averager
Arctic Gas '
Applicant costs'____ 1.72 187
Eapecled value case 2 09 2.32
Worst cate........coeuuee. 3.11 3.61
Alcan «
Applicant costs'____ 1.79 195
t apecled value case ?.09 2.33
Wont case...... 2.96 3.39
El Paao:*
Applicant costsl____ 2.09 2.26
Eapecled value case 226 2.50
Worst cate 2.78 3.14

«Aveiage calculated over 1st 20 yt of flow including years of partial flow eacapt lor "applicant cost" case. Here 1st
20 vr of full flow was used

>flowa Prudhoe Bay. 2.4 B flI'/d; Mecklnrie Delta, | RttVd.

«Taken from auhmitlals to the federal Powei Commission.

«flow Prudhoe Bay, 2.4 B II"rf,

a Flow; Prudhoe Bay. 2.J6 If tI>/d.

TAUIE C,-TOTAL 10BS GINEHATED BY DIRECT AND INDIRECT EXPENDITURES

11 Peso Aksn Arctic
1977 78 1,850 1,700 0
19/9 7,150 17,460 21,350
19HO 65,500 31,250
1941 . 100,950 92,250 62,850
198 2 64,550 59,000 67.200
1983 15,550 150 22,150
19%4 » ..., 4,400 5,950

Total 270,650 240,450 210,750



REPORT ON SUPPLY DEMAND AND ENERGY POLICY
E xecutive Summary

This report combines two working group reports: one on supply of,
deninnd for und cost of Alaska gas.land a second on the relationship
of an Alaska gas transportation system project to the President's pro-
posed National Energy Plan (N EP). The lirst chapter presents a
detailed supply-demand analysis of an Alaska gns project by itself,
am. is an extension of a comment on the findings of the Federal Power
Commission (FPC).* Chapter Il considers nn Alaska gas project in
the context of the NEP. The third chapter discusses alternative uses
of the Alaska gas resource in the event that none of the proposed trans-
portation systems is determined tobc in the nutioiml interest.

The FPC found thnt the Prudhoe Hay Oil Pool contains 22.2 to 2.5.7
tcf of recoverable gas reserves (10 tef in-place), enough to support
sales of at least 2.0 befd.3They also found some possibility of increased
delivery from the North Slope, and recommended that any certificated
transportat ion system lk* designed to initiully carry 2.0 to 2.5 befd. and
be capable of expansion for an additional I.b-1.5 befd. They also found
that gas resources in Canada's Mackenzie Delta are only adequate to
support deliverability of 1.0 befd.

In this report, the United States (icological Survey of the Depart-
ment of the interior concurs with and elaborates on the FPC Huttings
on gas production potential for Alaska’s North Slope, but concludes
that a lower figure, 0.(5-0.7 liefd, is more appropriate for Mackenzie
|felta deliverability. Because of the lack of field production experience,
assessments of reservoir behavior involve some uncertainty. The unit
production plan submitted to the State of Alaska by the Prudhoe Bay
producers requests authorization for the sale of a minimum 2.0 befd
of gas to a pipeline, on the grounds that such sales can Inf made without
a significant reduction in oil recovery over the life of the Held. The
producer's plan is based on the results of the reservoir engineering
Mudies which indicate that gns nrod tcfion. accompanied )>y water
injection, will actually increase oil re iverv slightly. Then is a small
risk thnt gas deliveries from the Prudhoe Bay oil pool would have to he
reduced after production has liegmi, but thnt risk is considered neg-
ligible. particularly as other reserves are available to make up any
possible shortfall from Ila* main pool.

In a eoinpari.soit of the effects of (la* three proposed transportation
systems on consumption, shortages ami prices, there is no overwhelm-
ing evidence thnt. any one of the three proposed systems should Imi

1TJr Jitfli. nwl il anort On* tarpi "Alaa gnu d.to rFfar to rrhthrnl any from
Rm”{b mn]umrL Io ha ” IWaléa’ a]nq U m -ilon from uouth” «r tix"" flroaka
%ladara L»War ) ommlaaon aMay ||ara aaftgratr% arra| fo uaWpOIKtI 0rnau §|Yﬁrt1gl|ﬂ

b| fil: hlltlon aulila faat [>ar ralalldar day.
(211
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either chosen or eliminated from consideration. There are differences,
but they are so small when compared to the uncertainties in the speci-
fication of gas distribution and transportation costs as to prevent the
selection of a particular system on this basis.

As Alaska pas will amount to approximately 5 percent of total
natural pas consumption at the time it becomes available, the principal
impact of Alaska pas on natural pas supply and demand will be a
small increase in natural pas consumption ai.d a relatively larpe reduc-
tion in natural pas shortapes which are expected in the absence of any
other action. By reducing the potential shortape, and thus the demand
for substitute fuels, the delivery of Alaska pas will cause oil imports to
be lessthan if nodelivery system were constructed.

The delivered price of Alaska pas could lie higher than the FPU's
estimate of the market value price if: (1) the FPC established a field
price that was greater than about $1.50 in 1985 or about $2.00 in 1990
(both in 1975 dollars); (2) project cost overruns wore such that n
fixed field price plus the oscalnted transportation costs exceeded
market value; or (3) cost overruns were such that, under a formula
pricing approach, the transportation cost plus the minimum field price
exceeded market value. With continued price regulation and rollod-in
(average cost) pricing, delivered prices in excess of market value
would probably not change the basic conclusion that when significant
shortages exist, Alaska ens would lie.accepted nnd would increase total
consumption bv satisfying the demand of industrial customers.

Under rollecl-in pricing, tho effect of Alaska pas on the average
interstate city pate (wholesale) price can lie analyzed to determine the
marketability of Alaska pas. |f we assume that larpe scale industrial
fuel switching may take place only when the average price of gas
reaches the price of substitute fuels, such as distillate fuel oil. Alaska
pas (as a relatively smnll portion of total supply) could roach ex-
tremely high prices before encountering marketing problems. An
analysis of the weighted average city gate price for the Nation and for
FKA llegion V (0 Midwestern States), which receives a large portion
of the Alaska gns, suggests that the Alaska gns delivered price would
have to be in excess of $10/mcf liefore either the national or regional
avernge price reached parity with distillate.

Under an incremental pricing scheme, which would allocate higher
priced gas to lower priority users (the industrial soetoid. the factor
determining the maximum price of Alaska gas will lie the nature of
the industrial sector demand for gas. Under this pricing scheme.
Alaska gas would most likely In- competing with other incremental
pas, such as imported LN G. in order to serve higher priority industrial
customers, rather than with other fuels, such as distillate. The price
of incremental LNG in 1985 has been estimated at, $3.70/mef nnd
in 1990, $t.50/mcf. These figures probably represent the lower end
of a range of prices at which Alaska pas can lie marketed, with the
upper iMHind determined by the rhnrncteristies of the industrial sector
demand.

The FPU reeommcndntion concludes that any decision as to the need
for additional new facilities for delivering Alaska pas to the Western
States (a Western leg) he deferred for one to two years. This deferral
will not delay delivery of gas to the Western States, since the lend
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time for construction of the entire pipeline is two to three years greater
than that for a Western leg. Moreover, sufficient information is still
not available to make an informed, judgement as to the extent of idle
capacity that may occur in the future on existing gas importation sys-
tems as a result of changes in the level of gas exports from Canada.
This task force linds no reason to differ with the FPC recommenda-
tion on the issue of construction of a Western leg.

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

The. M ilJ does not contain proposals which directly relate to de-
livery of Alaska gus. It does, however, propose several actions which
could affect the need for this gus or tlie timing of its delivery by
stimulating additional domestic natural gas production and by reduc-
ing industrial and utility demand. The proposed plan would stimulate
additional production by allowing higher well-hend prices for new
production. The plan would lower industrial and utility sector demand
for natural gas by extending the current mandatory program for con-
version to alternative fuels, by imposing fuel use taxes on industrial
and utility consumers, and by offering rebates on these gas taxes as
consumers install equipment, to consume coal.

We project that, in 1085, with tho implementation of the NEP,
there will lie a temporary alleviation of the natural gas shortage. By
IINH), substantial shortages reappear. Alaska gas, to the extent, thnt It
is available in 1085, will trade off against ami thus reduce the level
of foreign imports. It could, therefore, serve to reduce our dependence
on potentially interruptil>le foreign sources, regardless of its impnet
on the gas supply ami demand balances. The elimination of a gas
shortage is dependent on the achievement of the NEP's objectives in
the areas of coal conversion, demand reduction through conservation,
and expansion of energy supplies in the lower-48 States. Alaska gas in
the mid-I')H()\s would serve asa hedge or cushion to insure that natural
gas shortages do not occur even after NEP implementation.
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There nre additional potential gns resources thnt have been con-
sidered ns possible hedges ngninst shortnges in tho mid 1980’s. These
include nccelerated OCS leasing schedules, coal gasification, increased
imports from Mexico, unconventional sources such as Devonian shale,
Western tight sands, methane from conl seams nnd geopressured brines,
nnd otlier technological advances in resource recovery. Implementation
of all of the alternatives which nre price-competitive with Alaska
gas, and an Alaska gns project itself, are required to close the supply
gap projected for 1191

After 1990. gas from unconventional sources should become avnilnblc
in substantial quantities on the assumption that depletion of conven-
tional gas supplies will have forced prices up to levels where unconven-
tional sources can be competitive. Large-scale coal gasification is the
source which is expected to limit the price at which comjading sources
can be sold. Current estimates place gas from at $4 to $5.50 j>er mcf
wholesale (1975 dollars), including 30 cents to $1.00 j)er mcf to trans-
port. the gas to the city gate.

In 1990 nnd after, the inaiket position of Alaska gas seems assured.
Due to declining deliverability of lower-48 conventional gns reserves,
an Alnskn gns jiroject would go from a jmsition of one of the more
expensive sources of gas in 1985 to one of the less ex|)ensive sources in
1990. The timing and nature of this transition presents a jiossible option
to the President of delaying for a few venrs implementation of one of
the competing gas transportation projects. The President, in reaching
his decision, should carefully consider the lienefits versus the jiossible
consequences of delay.

In the event that irnjilementation of one of the eomjieting gas trans-
portation system jirojiosals is determined not to Inf in the national
interest, there nre alternative uses for the Alaska gas resource. A |-
though conversion to methanol results in a substantial loss of the
energy value of the gas. there is a large and growing market for that
Imxliict in the lower 48 states, jiarticularly in the industrial sector.
Methanol delivered from the North Slojie is not currently competitive
with alternative sources, hut it may well lie liefore the end of this
centurv.

Another jnissihle use is conversion to nnnnoni. nnd urea jiroducts.
North Slope juoduction costs are naturally quite high. However, the
growth in ammonia and urea jtrodiietion itself could ahsorh all North
Since annual gas production at around tho year *2000.

Other gas trnnsjinrtntion alternatives considered include icebrenk-
itur LN G tankers. There Inis been recent Canadian interest in using
s'-ch tankers in bringing out gas from the Arctic Islands. The cost of
lumefnclion on the North Slope would I»e higher than in South
Alaska, hut it. is conceivable that gas might be delivered to the East
Const, in this mnnner at a cost comparable to that, for East Const
delivery tinder any of the 3 proposed trnnsjmrtation system jirojects
considered here.



REPORT ON SOCIOECONOMIC IMPACTS
P reface

This report is one of several written by agencies of the Federal
Government on various issues pertinent to the President’s decision on
the alternative Alaska natural gas systems. Section 6(a) of the Alaska
Natural Gas Transportation Act of 1976 specifics that the Federal
agencies must submit by July 1, 1977 any information useful to the
President supplementing that contained in the Federal Power (‘fom-
mission Recommendation of May 2. 1977.

This report contains comments on the socioeconomic impact ana’yses
submitted to the Feden 1 Power ('ommission during its proceedings,
and on the Connniss'm Recommendation itself. The purpose of the
analyses in the report, is to present nnd discuss some important factors
which appear to be significant enough for consideration in the Presi-
dent’s overall decision. Given this specific purpose nnd the massive
amount of evidence which has accumulated in the past three years, this
report is not intended to 'k>a comprehensive review or an analysis
independent of previous work. Detailed questions must be referred
to documents such as the Socioeconomic Briefs filed with the FP (. the
Interior Department Final Environmental Impact Statement, the
Berger Inquiry Report, Judge Litt's Decision, or the Commission
Recommendation.

This report was prepared by Ernest 8. 'l ing. Office of Constal Zone
Management, National Oceanic and Atmospheric Administration at
the request o' Dr. Edward Miller, Acting Deputy Assistant .Secretary
for Energy and Strategic Resource Policy.

Tub (‘ommission Recommendation, May 2, 1977

The Federal Power Commission’s overall conclusion was that the
socioeconomic impacts of the pipeline proposals “offer little guidance
for (lie final choice among the competing applicants.” 1

In the Commission’s view the socioeconomic ljenefits from any of (lie
three proposals are “overwhelming” and are largely independent of
the exact route. The primniy lienefits which were identified by Judge
Ditt and quoted by the Commission are the large sums received by the
State of Alaska in the form of royalty gas payments and severance
taxes. Alsoamong the benefits cited were revenues from property taxes,
ami personal and corporate income taxes. The Commission notes thnt
these benefits will lie accompanied by increased public expenditures,
but claims that such expenditures will stimulate economic activity ami
improve the “general economic well-Ilteing of Alaska.” * Nevertheless,
tho Commission warns that “substantial social ami economic, disloen-

«Ur» | 'nwrr Cnnjinle«loii. "KrrnnihirndiUlon t» 1h* Pn*«Ment,” Mny 1, 1077, p. VI-27.
lr‘ltprommnKlntlon o tlio p. 1-3?. Y P
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tions” should be expected in the State of Alaska during the construc-
tion phase.3

Tho Commission concentrates its conccrn in Alaska, noting that the
primary socioeconomic impacts “which are definable,” especially for
the United States, are in that relatively undeveloped state. For the
lower 48 states and Canada increases in public revenues are cited as
the principal impacts; other elicets are considered minor except for
tho influence on the traditional lifestyle of native communities in the
Yukon and Northwest Territories.

In considering the preferred route among the threo systems, the
Commission detailed several concerns in Alaska: population growth,
employment and uT mploymont, cost of public services and facilities,
olFects on income .md spending, dema. .1 for housing, public safety
and recreation, and intrnstatc use of royalty gas. The report summary
asserts that the E| Paso system would create the largest impacts with
“more jobs, more personal income, more property subject to tax, and
more indirect economic activity ... but would also require more social
services and would probably lie nsso dated with the highest unemploy-
ment.” 4Impacts associated with the Arctic system would be “mud
smaller” and the Commission stat-s that AJcan impacts would fall
somewhere in between. The FPC decision also notes the possibility
that lower transportation costs associated with Arctic may produce
greater royalty income to Alaska, but in its final assessment the Com-
mission finds"no compelling reason to choose one system over tho
others on the basis of soeioeconom.c impacts.

IfiSUKB DIiPCUSSBD

Issues which have been identified by the Commission nnd interested
parties include:

1. What will bo the increase in population associated with each
proposal ? What will be tho availability of housing in the affected
communities for the additional population?

2. What nro the public fiscal impacts of the various proposals,
i.e., what are the effects on State and local revenues, and expendi-
tures for public services nnd infrastructure? W ill there be a strain
on available public scrvice-t and facilities?

3. How much additional employment will be provided by each
proposal? What will bo the effect on unemployment? Who will
obtain any additional jobs: native residents, non-native Alaskans,
or inmigrnting job-seekers? What nre the “long-term” employ-
ment. possibilities associated with cnch proposal, as opposed to
temporary construction employment?

4. Wh t will be tho effect of each proposal nn personal and
corporate income, on the price of goods and services?

li. What will be the effects of each proposal on native com-
munity life-styles? What social problems might Ix> expected to
arise with the rapid growth or change of the rural villages?

(L Is the intrnstatc use of roynlty gas in Alaska a factor in the
consideration of the various proposals? If it is, how does this
factor affect tho evaluation of each proposal?

AR
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7. In terms of the distribution of benefits and costs among
regions of the United States, and particularly between Alaska
and the lower 48 States, where does the public interest lie? Is
it in the public interest to subsidize the economic development
of Alaska at the cost to lower 4S States of a higher delivered-gas
price ?

Summaries of Positions and E vidence of I nterested P arties

APPLICANTS

1. Alaskan Arctic Gas Pipeline Company

In its extensive brief, Arctic maintains that its pioposul is the most
bcm dcial to the State of Alaska since it will provide large benefits
ami cause the least socioeconomic cost.0 This assessment is bnsed on
tho assertion thnt the major socioeconomic benefits from any pipe-
line. project will be from severence taxes and royalties, and that such
liencnts are roughly equal for all three projects/

Arctic further states that since its system has only a relatively short
section in Alaska, and that section is in the much less accessible north-
ern portion of the State. the impacts of the Arctic (Jus System on
public facilities nnd services will be much less than the impacts of
the EI Pnso and Alcan systems. The magnitude of the population
effects is smaller, fewer communities in the State of Alaska are af-
fected, and prospective inuiigration by out-of-state job seekers is
discouraged by the inaccessibility an-1 seasonal construction schedule
of the North Slope.

Arctic responds to the contention that the other two proposals pro-
vide greater benefits to the Alaskan economy because of their greater
lengths in Alaska bv characterizing the severance tax and royalty
revenues as primary in magnitude and as long-term benefits as op-
posed to short-term construction employment/

Excerpts from the Arctic socioeconomic brief illustrate the con-
tentions. “Compared to severance taxes and royalties, all other bene-
lits to tbo state will lit* transitory and miniscule, (‘i")lie importance
of gas-related employment is . . . negligible . . Other revenues,
i.e., property tax ami corporate income tax revenues, are sni* to be
small; |>crsoiial income tax revenues important only for the relatively
short period of construction.

The Arctic (ias System is the only proposal which would not pro-
vide the possibility of delivering royalty gas for use in Southern
Maska. Arctic discounts any benefits claimed I»y the State of Alaska
from industrial dev.lopmcnt induced by I' e intrastate avnilabilitv of
North Slope natural gas, alleging that tin- State has not been able to
present any solid evidence either on the basis of past experience in
Cook Inlet or firm expressions of industry interest |but such indus-
trial uses will occur. In addition. Arctic notes that possibility of nn
exchange agreement, in which Cook Inlet gas could be provided in
So' .nern Alaska in return for North Slope royalty gas.

SPBAI A VPR 0 SEOE D Bk e et it 1 e
nX |n n Pro n|, nrrﬂ Ltrol'@ nlf1 Prrllclrplp{hre ﬁ u|h|llluf[n rncvcr\éluco Y}/”']'UM royal&ly
coTetP In rncnr}mly]uc g It fic nynlein.
1 \Mr tic ﬁﬂn rOJECt on"Sacioéconomic Inmicn, pp, 12 13.
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Arctic cites estimates that in the case of the Alyeska construction
as many as 56,000 in-migrants may have entered Alaska in 1975 alone,
and dint 05 percent of the adult in-migrants had specific job waiting
for them. These unemployed increased the public welfare burden in
Alaska, and tho entire growth in population caused a great increase
in lemand for public facilities nnd services. Arctic states that the
larjre increase in demands for goods resulted in shortages and rapid
price rises, and alleges that similar occurrences could be expected with
the large impacts on the Stnte of either the EI Pnso or Alcan route.

The following projections of peak construction—induced popula-
tion increases in Alaska are mentioned by Arctic:"

El Pin Akin Arctic
FPC 3,000
4,600
16,618

f1P»so AUski Co
2,600

The large size of tho El Paso nnd Alcan impacts is emphasized. In
addition, Arctic cites an estimnte that 40 percent of the Alyeska con-
struction workers sent their paychecks out of state, a statistic which
would indicate thnt much of the increase in per capita income during
the construction phase does not remain in the State.

Arctic criticizes tho impact of EI Paso on small Alaskan communi-
ties by citing the El Paso projection of the pipeline—impacted popula-
tion of the vordova-McCarthy census division:*°
IWT s ST PSPPI 2.

Once again Arctic emphasizes the strain on nnd costs of increased
hut transitory demand for public services and infrastructure.

Arctic claims that its extensive planning with the citizens of Kak-
tovik. the principal village iirpanted by the Arctic System, will “maxi-
mize benelits and avoid dislocation." Alcan is critizcd for not having
yet noted on plans to carry out similar activities.

Finally, in Canada Arctic plans to locate hiring halls in larger
sourtherii metropolitan areas, thereby discouraging migration of un-
employed workers to tho more fragile and rural Yukon and Northwest
Territories.

2. Kl Paso Alaska Company

After reviewing the methodology behind tho projections made by
various parties Itofore the Commisr’on, El Paso goes on to state that
its projections and those of the FP ¢ and tho State of Alaska all agree
that the socio-economic impacts from the E| Paso proposal would 1st
greater than tho impacts from A'can or Arctic. The key to El Paso’s
argument is its assertion that tbj greater impacts reflect greater bene*
fits to the State of Alaska.

(640 YiEh P20
IMIl.
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After illustrating how its proposal would provide the greatest im-
pnct in terms of population nnd absolute employment, EIl Paso also
asserts that it would provide the greatest impact on aggregate per-
sonal income nnd in-state spending, citing the FPC FE IS projections.13

In regard to per capita personal income, the projections of the FPC
in its FEIS show a drop after the lirst several years of construction
and operation of the project.” EIl Paso’s consultant on socioeconomic
impacts alleges that this downturn can lie explained as a lowering of
the average as later growth in the economy increases employment in
the trades nnd services industries, which are lower-paving.

E |l Paso asserts that the “revenues accruing to tlic State and local
governments as a insult, of tho project will exceed increased public
service costs throughout the life of the. project,” 4 nnd tlint the im-
provement in financial capacity will allow those governments to pro-
vide exnndcd services.

El Paso also cites lienefits from the availability of gns to potential
consumers along the Trans-Alaska route, and claims that the natural
gas pipeline construction will provide employment for some of the
Alyeska workers, thereby easing the severe unemployment following
completion of the oil pipeline.

The endorsement of both the State of Alaska and the City of Cor-
dova. is claimed by the El Paso applicants. The State has expressed
public support ba-ed on arguments (piite similar to those used by EI
Paso. Among the lienotits eitod by the Alaska Commissioner of j{ev-
euue is bis estimate of an additional $12(J million in direct revenues to
tlii' Stale from the El Paso system as eonipared with the A retie system.

El Paso cites statements bv the City of Cordova, tim City Manager
ami the president of the local Chamber of Commenro expressing sup-
port for the economic stimulus effects of the ElI Paso system. The
statement by the City of Cordova indicates tecognition of “significant
and far-reaching effects on the economic, meiill and environmenta
well-lieing of the Cordova Community,” bm also expresses the belief
llint “ the great majority” of these cHeels arc “hejielieial.” 14

The Cordova statement asserts that most i <meutsof the community
look forward to increased business from constmetion workers ami “the
stabilizing influence on the Cordova economy which the :100 permanent
highly-skilled jobs at the LNG will provide, as well as the potential
tax base which its siting on Gravina Peninsula will nfiord." The city
also oilers the followingevaluafion."El Paso's Trans-Alaska Gas Proj-
ect is precisely the type of controlled development needed by the Cor-
dova community, the State of Alaska ami the entire United States.” ™

An attorney for Chngnch Natives, Inc. ami the Kyuk Corporation
claims support for the Iravina Point terminus for its contribution to
diversifying the Cordova economy.,T

El Paso's final point is that since impacts will he concentrated in
Alaska ami particularly at Cordova, the views of the. respective gov-
ernments nnd citizens should be “determinative of tho iptestiou of

benefit.” '*
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In its reply brief El P.. ocriticizes Arctic’s suggestion that its low-' r
cost of transportation may provide higher revenues to the State >f
Alaska, noting that such an outcome is possible only if Congress were
to de-regulate the wellhead price of Alaskan gas for intrastate sale.

El Paso also responds by disagreeing with Arctic on the importance
of benefits other than royalty payments and severance taxes. Popula-
tion, employment nnd income effects arc emphasized as substantial
benefits to the State of Alaska.

2. Alcon Pipeline Company

Alcan descrilies the general economic impact oftheir proposed system
as increasing the growth rate of the State of Alaska and directing that
growth toward regions affected by the pipeline route. As concluded by
other parties in similar shipments before the Commission. Alcan says
its system “would have a significantly greater economic impact on
Alaska than the Arctic (ias proposal, but a somewhat lessor impact
than tlie EI Paso proposal.” *

The following impacts are outlined in Alcan's socioeconomic brief::0

(@) Addition to Gross State Product (GSP) peaks during the
construction phase in 1118 at $210 in Dion. GSP impact is con-
centrated in the Fairbanks and Interior regions during construc-
tion (which is completed in I0S’l) and Inter increments shift to the
Anchorage region. This regional distribution of impacts over time
bolds true for all of the economic impacts discussed in the brief.

(I¥ Additional employment [Kinks in 1080 at 20,278 and drops
significantly immediately after completion of construction, rising
gradually thereafter. Anchorage region employment is more stable
than the Interior and Fairbanks tegion employment which de-
pends heavily on the const metion sector.

Heal wages and salaries follow patterns similar to that of
employment.

(r) Population impact also peaks in 1080, at 28,(502. with re-
gional distribution similar to that of employment impacts.

(if) Personal income peaks in 1080 and 10S‘|. After 1081 the
effect of the project is to lower real per capita income. The expla-
nation for 1ilis effect is the same as for El Paso: later increments
of employment arc in lower-paving support services US compared
with high-paving constratcion jobs.

(e) Impact on state revenues in 1084 and 100Or' ranging from
$1815 million to $.148 million in 1084. dropping after construction
nnd increasing thereafter to a range of Slvj million to $'187 mil-
lion in 1000. Local revenues behave similarly, peaking in 1081,
1081, nnd 1000.

State revenues are largely composed of “ petroleum sector taxes mid
charge**’ during construction and “direct taxes and loyalties” during
operations, while increased local revenues are largely from property
taxes nnd sales taxes.'-'1

i
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Alcan asserts that, “In the case of both state and local governments,
expenditure impacts will tend to follow the same pattern us revenue
impacts.” **

Regarding negative impacts of their proposal, Alcan states that, “ the
positive benefits to the local communities and people, as well as to the
state as a whole, will far exceed any negative social impacts that, may
occur.” 8 The <!din is made that the Alcan Project will ease the post-
Alyesku transition, and that most of the communities to be nlfected by
Alcan have already made some adjustments to accommodate larger-
seale development through their Alyeska experience.

It is apparent from Alcan’s brief, however, that there are a few
native communities along the Alaska Highway portion of the route
which certainly will he significant ly affected, with a “lessening of cul-
jiirnl traditions” nnd the emigration of youth in search of high wages
in pipeline employment. The most significantly-impacted communi-
ties are expected to lie Hot Lake. Tanacross, Tetlin and Northway.8"

benefits predicted bv Alcan for native communities include addi-
tional employment, job training and the “awarding of construction-
related contracts to native claims act corporations and other native-
owned firms.” '

Finally, in Canada Alcan says benefits will be of similar nature as
those in Alaska, and socioeeonomic rosts nre minor, in pnrt ' vuiwe of
the use of the established Alaska Highway corridor. Reg* ding native
claims. Alcan expresses optimism for settlement in tb Yukon wliiie
expressing severe doubts nimnt Arctic’s ability to surmount, native
claims disputes in the Mackenzie* Valley.*8

In its Reply Rricf Alcan attacks the arguments of Arctic, nsscrting
that (1) the benefits other than severance taxes or royalties, such ns
employment, personal income, other government revenues nnd develop-
ment of the economy, nre undervalued by Arctic, and (2) the transpor-
tation cost of the Alcan system is fotnrr than Arctic nnd consequently,
if there is any difference, royalties would la* higher with the Alcan
system.

STATK OK .M,\NKA

Alnska expresses its strong desire and need to develop a stable,
diverse economy and “social environment.” in contrast, with the bnnm-
bnst cycles of prrvious extractive industries. The State suggests that,
the Commission should use ns a criterion for judging tho natural gas
systems the “lasting contribution to Alaska’s healiliy growth each
would make." 8 The Alnsknn Statehood Act is even cited ns containing
Congressional intent to promote the independence and growth of the
State economy.

The Stnto also emphasizes repeatedly tin* necessity of having royalty
gns for use within Alaska to promote industrial development

Overall the State of Alaska favors a trans-Alaska ronto. and in
particular the EI 1'aso proposal, believing thnt the greater economic
impacts will expand the econoniv to n moro viable size and provide
much greater revenues for expenditure on public facilities and services.

o Dtfaf. .
FNUK, a i

B
l.|b|t|. B.pIB. n.
mStair nf Afaaka Initial Jrlrf, po L



140
Other Major Relevant Reports

INTERIOR DEPARTMENT PEIS (MARCH 1070)

In Alaska the Interior Final Environmental Impact Statement pre-
dicts beneficial effects on unemployment, but that assessment was based
on the assumption that preparatory construction work would begin in
197G.

The FEIS also indicates the likelihood of “major and significant
adverse impacts” from the Arctic system 0ll the wildlife on which the
native subsistence lifestyle is based. As a result the loss of traditional
culture is accelerated.®

In Canada tho economic impact of Arctic would be largely limited
to a few communities (Inuvik, Norman Wells and Fort Simpson),
according to tho FEIS. Employment of local labor would be over
2,000 at, peak construction but perhaps only 200 in operation.3

W ith regard to the native claims issue, tho Interior FE IS states:l

One of the constraints In the Canadian Government, guidelines for northern
pipelines (Department of Indian Affairs and Northern Development, 1072) is
that; "Any certificate issued will he strictly conditioned ir respee. of . .. the
protectlon of the rights of nor hern residents, ..." Furthermore, the stated
government policy is thnt nny decisions made concerning northern plpellnes will
lie without prejudice to Indian land clnims nnd treaty rights.

The extent to which land claim settlements nnd other legal prerogatives of
local residents may determine the grantlng of the prodposed pipeline construction
lienuit Is not clear. The attitude of th" local residents, ns interpreted from
limited nnd subjective surveys, seems to range from full neeeptnncc to complete
rejection of the promised pipeline project. Berger Inquiry—Canada (May 1), 1977
Iteport).

On May 9. 1977 the Report of Justice Thomns R. Rorger on tho
Mackenzie Valley Pipeline Inquiry was released to tho public. The
report, is an advisory document for the Minister of Indian and North-
ern Affairs on the social, economic and environmental impacts of a
natural gas pipeline through the northern Yukon and Mackenzie
Valley.

The major recommendations of the report are that (1) no pipeline
should Im constructed through the northern Yukon because of environ-
mental impacts, and (2) any Mackenzie Valley pipeline should be
post ponod for at. least ten years to allow for settlenient of native claims,
in addition, Judge llerger expresses his opinion that the evidence be-
fore the Inquiry indicates that tho Alcan route may be satisfactory
from an environmental viewpoint.

The report discusses the testimony of one thousand witnesses nt
thirty-five community hearings in the Yukon and Northwest Terri-
lorie-. Judge Merger explains the. heavy dependence of native culture
on the subsistence lifestyle, 0l unrestricted use of land for hunting,
fishing nnd trapping, on sharing and strong community identity.

Quoting from tho report:"
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The native i>eople insist that the settlement of native claims should be a
beginning rather than an end of the recognition of native rights and native
aspirations. In my (\)}\)/inion, a period of ten years will be required in the Muc-
Kenzie Valley and 'Western Arctic to settle native claims and to establish the
new institutions and new programs that a settlement will entail. So pipeline
should be built until these things have been achieved.

It would therefore be dishonest to try to imix>se an immediate settlement thnt
we know now—and thnt the native people will know before the Ink if '-v—will
not achieve their goals. They will soon realize—just as the nntive p. <ple on the
prairies realized u centur% ugo—thnt the actual course of events on the ground
will deny the promises that appear on paper. The advance of the industrial
system would determine the course of events, no matter whnt Parliament, the
‘(stins, this laquiry or anyone else may sny.

Joy*"EPTUAL AND SUBSTANTIVE DEFICIENCIES I n PItIOIt ANALYSES

There nre several general concepts or major issues which have not
been adequately addressed in most, prior analyses and arguments
p.tijsented before the Commission. These include:

1. Cross “Benefits” from Employment versus Net Socioeconomic
Impacts.—In the brief? of the S lie of Alaska nnd E | Paso especially,
the socioeconomic impact assessments fail to account for or give s f-
ficient weight to the costs of an expanded population in terms of cost
of public services, and capital and operating costs of public facilities.
In addition, the question of whether Alnskan or immigrants fill new
pipeline-related jobs is crucial to the accurate measure of net benefits
from increased employment.

2. Ayyrcyate System Impart versus Maximum Local Impacts.—
Emphusis in some of the briefs lends to lie on a comparison of tho
total impacts of each of the three systems. It, is important to give duo
weight to examining the impacts on individual communities, particu-
larly native villages. In addition, the distribution problem created
when the taxable property <f a project is located in one "ommunity,
but the public services and facilities are needed in nnollu i needs to Iks
examined more thoroughly for each of the proposed routes.

1 One problem concerns the tendency to view the degree of change
(in population, for example) as the sole relevant measure of socio-
economic impnet on a community. Consideration of the rate of change
might be nn important factor in assessing the severity of the impacts
from each of the proposals, but little attention is given to this possi-
bility. This point is particularly relevant to the native communities.
Tt is often said thnt the native economy will undergo a transformation
from a subsistence basis to a wage basis regardless of whether a pipe-
line is constructed. It is nevertheless important to assess tne rate of
change as a determinant, of the magnitude of impacts.

4. Social and Cultural Problems. Native Claims.—'The briefs filed
before the FPC generally focused on the narrower implications of tho
pipeline systems for state nnd lornl economies.’ 'lie effects of nny pipe-
line system on social and cultmal concern such as alcoholism, and the
tendem toward cultural breakdown in impacted nntive vilingcs hns
not. been ‘iseussed in enough detail. The entire issue of the desires of
native communities nnd nntive claims has been given a cursory treat-
ment in Heveral socioeconomic impact discussions.



142

Analysis

The following discussions are intended to facilitate the evaluation
of the Alaska Natural Gas Transportalion Systems.

1. Each of the three proposed systems will create a larpe amount ol
additional employment dnring construction and a generally small
amount following completion of construction. Since it is unlikely that
construction on a natural pas system would start soon enough to cap-
ture a large portion of the workers laid off from the Alyeska construc-
tion. a larpe construction work force would tend to continue the dis-
equilibrium characteristic of the Alnskan economy.** Since it hns a
much smaller construction workforce than the El Paso nnd Alcan sys-
tems. the Arctic Gns System would have less of the effect of perpetu-
ating large unemployment than would the other two systems. EIl Paso
has the largest long-term operation employment in Alaska with its
LN G terminal, but even that number is relatively small (MO at the
terminal). Many of the unemployed from Alyeska were originally im-
migrants who may lie encouraged to extend their stay in Alaska in
hopes of obtaining a construction job if either the El Paso or Alcan
route is certified. In addition, more Alnskan residents and natives
will be attracted into the hiph-wape construction market, leaving In>
hirnl lower-income but more si :Me, longer-term livelihoods. Un-
employment. following the completion of either of tho two longer
routes is likely to lie very high. The development of enough new indus-
try in southern Alaska to absorb the unemployed is highly speculative
at this time.

2. Tt is generally considered in the best interests of the State of
Alnslcn to establish a stable economy, less dependent on the Inrge and
transitory disruptions of the extractive industries, particularly oil and
gas dev'lopmenf. This transformation of the economy can be attained
by reducing reliance on large construction projects, diversifying the
commerei..! and industrial base nnd strengthening long-term employ-
ment. opportunities. The State of Alaska proposes to nceomnlish this
transformation with a Trans-Alaska natural gns pipeline, thereby en-
couraging rnpid development of infrastructure to support enlarged
economic activity nnd making gns available for new industrial uses.
This strategy will work if businesses indeed are willing to make mnior
investment in southern Alaska. If successful the State will have rapid
development, hut in the interim will incur mnior socioeconomic dislo-
cations. The Ei Paso proposals would probably provide the irrentest
stimulus to the Alnskan economy, with lesser effects attributable to A l-
can nnd flic smallest impact bv the Arctic system. Combined with the
massive revenues from North Slolio oil production, however, any of the
systems would prowde Alaska with sufficient amounts of funds to
greatly expnnd services.

The question of whether the nvnilnhilitv of North Slope natural gas
is an important ingredient in the diversification of the Alnskan econ-
omy is unsettled for at least two reasons. There is the possibility that
exchange agreements could provide Southern Alaska with Conk Inlet
natural gns in trade for the state’s royalty gas from the North Slope,
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eliminating the need for a Trans-Alaska pipeline to provide gas for ig-
dusti&| uses within the state. It is not clear, however, whether there are
enough natural gas reserves in the Cook Inlet area to provide signifi-
cant amounts of gas to the state over the next couple of decades.

Second, the potential for industrial development based oil the use of
natural gas is uncertain. There is only a limited amount of experience
from the relatively modest petrochemical development around Look
Inlet as a guide to industry interest in Alaskan gns.

Summarizing, with regard to the royalty gas question E| Paso and
Alcan may have an advantage, but the magnitude of any such advan-
tage is open to wide debate.

3. In his initial decision, FPC Administrative Law Judge Aathum
T.itt raised the issue of intor-regional distribution of benefits. Specific-
ally Judge Lift addressed the question of whether it was appropriate
for the Commission to consider the lienefifs of induced economic de-
velopment for the State of Alaska in its decision on certilication. Litt
oiiserved that since the transportation cost for gns delivered via the E |
Paso route would be substantially higher than that of alternative
routes, a decision which gave positive weigh to the induced develop-
ment benefits implied a policy of suhsulizing Alnskan economic devel-
opment by forcing the lower 48 Stntos to pay a higher delivered price
for North Slope gas. Litt concluded on the basis of legal precedent flint
sin'll n consideration was nn inappropriate basis for a Commission de-
cision. The President, however, has the option of including regional
economic lienefits in his delilieration.

t. The net revenue licnefit of oneli of the pronosnL of the State of
Alaskn nnd local communities is rarely estimated in the evidence, par-
ticularly thnt presented by the applicants or the stnte. Since Alaska
is largely undeveloped, even relatively small increases in population
can put a severe strain on local public services nnd facilities. A popu-
lation inerense of over 30.000 in the entire state due to the E|l Paso or
Alean svstem implies very substantial public expenditures despite the
fart that much of the route for those pipelines would be identical to
thnt of Alyeska. Based on induced population and revenue protections,
it nppenrs that the net revenues from the three systems over the con-
struction period miaht be comparable; tnneh larger revenues associ-
ated with n trans-Alaska route such as El Pnso hcing offset to a suls
sfantinl degree by much larger public expenditures for (.pnmled fa-
cilities and services to support in-migrants.

O f course the longer systems would also provide larger net revenues
in later years of operation, after infrastructure adjustments had lieen
ma-le fo accommodate the oxpnndod population.**

The preceding net. revenue analysis is based on puhlie revenues nnd
expenditures for state, regional and loc.nl governments comlimd.
regard to impacts on local government fiscal conditions alone, the se-
lective nnd timely provision of flnnnciul assistance by the State of
Alaska, regionalcorporations or pipeline firms will lie critical in avoid-
ing the imposition of severe hardships on rural communities along
any pipeline route.
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Communitips impacted by Alyeska may be able to absorb the im-
pacts of a natural gas pipeline without severe difficulty. Along the EI
Paso and Alcan routes cities such as Fairbanks and Delta Junction
would utilize their already enlarged capacity of public facilities and
601x5008.

Other less developed communities, e.g., Kaktovik along the Arctic
route. Dot Lake, Tanacross, Ttelin and Northway nlong the Alcan
route, and Cordova along the El Paos route, will face major challenges
to accommodate the effects of nearby construction activity. Those com-
munities which experience a pipeline-induced increase in population
may face the following two fiscal problems: (1) the need for increased
public expenditures arises in- lediately, but any property tax revenues
do not materialize until later years, and (2) a community that bears
tho burden of public expenditures may not have taxing powers over
the lands through which the pipeline passes. The most dramatic ex-
ample of these problems ’ould lie at Cordova if the EIl Paso system
were constructed. Major population impacts (a four-fold increase in
two years, according lo El Paso projections! and additional public
expenditures associated with the LXG terminal construction would
center on Cordova, but. property tax revenues would Ix* based at
Gravina Point. The state may wish to arrange fora transfer of revenues
to resolve the jurisdictional problem and a loan arrangement to resolve
the timing (“front-end financing”) problem.™

rs Jn a number of socioeconomic analyses it is stated that the trans-
formation of small communities, particularly nntive villages, from
a subsistence economy to a predominantly wage-based economy will
likely occur even if a pipeline is not constructed. Construction of u
plipeline will increase the rate at which this transformation takes
place.

Such statements, made without further qualification, fail to note
the likelihood that rapid development will encourage severe social
problems sjnh as crime, family lisintcgrntion and alcoholism. Ex-
perience with industrial development in Alaska and Northwestern
Canada has shown that these tendencies are present to an especially
alarming degree when native populations, strongly dependent on cul-
tural tics for personal identity and economic curvivl, arc exposed to
the radically uifferent “modern” lifestyle. Native lifestyles, dependent
on land which is unrestricted by ownership rights, nre incompatible
with the foot-loose und money-oriented lifestyles of pipeline construc-
tion workers.’®

Tho most, sensitivo native settlements which could bxc affected by a
natural gas pipeline are probably those in the isolated northern Yukon
nnd Mackenzie Delta along the Arctic route. Native communities
nlongthe Alaskan Highway (which is followed by Alcan) have already
been exposed to development forces, ami pipeline impacts would bo
less traumatic. Nevertheless, (lie certification of any pipeline would ne*
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celerate the weakening of the native lifestyle and the spreading of so--
cial problems.

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

Justice Berger, in his “Report of the Mackenzie Valley Pipeline
Inquiry,” expresses the firm belief that:

.. . the nntive people must be allowed a choice about the!.- own future. If
the piiiellne Is approved before a settlement of claims takes pineo, tbe future of
the North—and the place of the native lieople of the North— , in effect, have
been decided 'or them.’7

The apparently poor chances of early settlement ibined with the
vehement insistence of native groups and the Berger Inquiry that
any pipeline through the Mackenzie Valley I»e delayed until the settle-
ment of native claims, could pose a barrier to early construction of a
Trans-Cunudiun pipeline, especially the Arctic system.

Conclusion

Tho major conclusions arc:

Tho decision of tho Government of Canada, currently expected
to "0 announced before the deadline for the final U.S. decision,
could rule out either the Arctic, or Alcan route because of tho
adverse effects on the cultural stability of native communities
and the resulting social problems.

The El Paso system provides a some’'vhat greater opportunity
for intinstate use of royalty /as than does the Alcan system
because of the possibility of consul industrial development with
El Paso. Such additional development could provide beneficial
employment and income effects.

In general both the ecouoir'c development nnd dislocation im-
pacts in Alaska would bo greatest with the EIl Paso system,
smallest with the Arctic system, and would fall in-between with
the Alcan system.

Although tho public revenue impacts of the three alternative
systems would he greatest, from El Paso, next largest, from Alcan,
and least from the Arctic proposal, tlio public expenditures re-
quired to serve the induced population growth also would In? in
that order. As a result, VIt revenue lienefits during .lie construc-
tion period in particular may be much loss than some previous
analyses have implied.

The EIl Paso system would concentrate severe disruptive im-
pacts on the City of Cordova, whereas the Alcan system would
eroitle significant but. much s nailer impacts on several native
villages along tho Alaska Highway.

Since there may ho instances (e.g., Cordova) in which loenl
government revenues of iiig neted rural communities may not
cover public expenditures, the selective and timely provision of

»Heritor Inquiry Roport, p, xxtv.



financial assistance by the State government, regional corpora-
tions or pipeline firms may be helpful in avoiding severe
hardships.

In summary, the significance of socioeconomic impacts for the over-
all route decision depends on the weight given to impacts disruptive of
social and cultural structure ns opposed to economic development con-
siderations. If factors such as adverse effects on native communities
and local lifestyles are given primary importance, the Arctic nnd E|
Paso routes would tend to suffer in a comparison with Alcan. If more
importance is placed on a route which will stimulate the Alnskan
economy, the El Paso route clearly has the advantage, followed bv

Alcan.



report of task force on international relations
FPC Conclusions and Recommendations

The Initial decision on the transportation of Alaskan natural gus,
prepared by Administrative Law Judge Litt, and issued by tho. FPC
on February 1.11177. contains a chapter on Cnnadiun issues’ The main
points of the chapter nre:

Just, reasonable and non-diseriminatory provincial treatment
of transit pipelines is provided for under the Canadian
constitution.

The applicants agree that ratification of the United States-
Canada Transit Pipeline Agreement will not end negotiations
with Canada.

bona

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

Arctic Gns and Alcan argued that a joint project through
Canada is not dependent upon n United State—Canada treaty.
However, a treaty would regularize and simplify the procedures
for obtaining joint approvals.

The treaty, which spells out reasonable practices of ordinary
good business, does not add substantially to the expectation that,
n relationship which has liecn historically workable will remain
workable.

It is expected that amendments to the treaty will be required
and made from time to time.

If a pipeline for Alaskan gns i>built ncrossCanadn.il is reason-
able to assume that the Government of Canada will have an
interest in promoting the pipeline's economic viability.

On Mav 2. 1»77, the Federal Power Commissioners recommended
that the President select an overland transportation system through
Canada, if such a route is mnde available by the Government of Can-
ada on ncceptnble terms nnd conditions. In their analysis, the com-
missioners confined themselves for the most part to U.S. issues. Only
two issues related to United .Stales t’anadian international relations
were mentioned:

In reference to the “western leg"” of the Arctic Gas Project, the
FPC said that if Canadian gns exports to the United States are
terminated upon expiration of present licenses, suflicient idlo
pipeline capacity will be available to move Alaskan gas to the
West Coast, without construction of the western leg.

Arctic. Gns ami Alcan will have similar socio-economic impacts
in Canada. Total population and employment changes will not
In>great. The major impact will Is- on the traditional life-stylo
of native communities along the pipeline right-of-way.

M47)
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Positions of the Parties

The Federal Power Commission heard evidence concerning (1)
United Stutes-Cmiadian relations, (2) the Canadian decision process,
(3) Canadian constitutional law.
~The briefs submitted by the throe applicants on tho United States-
( anadian issues involved in transporting Alaskan gas across Canada
covered security, taxation, and political factors. E|l Paso emphasized
tho uncertainties and compromises inherent in dealing with a foreign
government. Arctic Gas und Alcan argued that the Government of
Canada would have an interest in the success of a commercial venture
for the transportation of Alnskan gas which involves Canadian com-
panies. Canada would therefore be unlikely to take action contrary to
the interests of its own citizens. In addition, the United States nnd
Canada have a long tradition of successful coo|>eration which can
reasonably be expected to continue in the case of a transportation sys-
tem for Alnskan gas.

lhe Federal Power Commission also heard evidence concerning the
Canadian decision process on the pipeline. The argumentation focused
mon the settlement of native claims along the proposed pipeline right -
of-way. El Paso pointed out the problems involved in the settlement of
native claims along the rights-of-wav of Arctic Gas nnd Alcan. EI
Paso expressed the opinion that the Government of Canada's failure
to settle the claims could delay a trans-Canadian pipeline decision for
years.

Alcan argued that the claims problem is less serious along its pro-
posed light of-wav in the southern Yukon than along the Arctic Gas
route in the Mackenzie Valley.

The Commission also heard several days of testimony on Canadian
constitutional law. El Paso's witnesses descrilied the powers exercised
by the Canadian provinces ami implied that the provinces could delay
or prevent construction of u transit pipeline, or could impose intoler-
able tax burdens.

Arctic Gns and Alcan witnesses argued that Canadian constitutionnl
law confers upon tho Federal Government of Canada unquestionable
authority to implement a decision in favor of n transit, pipeline.

Rkmcvavt F actors

Canmlinn Derision Proem*

The Government of Canada hns lieen studying the proposals for
the transportation of Alnskan natural gas across its territory since
1074. Separate studies are being conducted by tin* National F.nergy
Hoard (NEH), »be Berger Commission, tbo’ Alaska Highway Gns
Pipeline Inmiirv Hoard, nnd the Alaska Highway Gns Pipeline Envi-
ronmental Assessment nnd Review Panel.

Tin* National Energy Hoard is nnnlv/.itP? the relationship nf the
Canadian Arctic Gns. the Alcan, and the Maolelenf projects to Can-
ada's energy needs. The Hoard must determine whether nnv of the
pipeline projects arc nnd will he reouirod by the present and future
public convenience and necessity. The Hoard's findings will he sub-
mitted to the Government of Canada for its eonsidern<;<<n to early
*Tillv. The Canadian Cabinet max accept or reject the NEH s derision
on ii pipeline, but may not change it except by legislation.



149

The Berger Commission is looking into the social, economic and
environmental impact of the Canadian Arctic Gas and Maplclcaf
Pipeline projects lll the Yukon and Northwest Territories. The Com-
mission relensed the first part of its report on May 9, 1977. It recom-
mended that no pipeline be built across the Northern Yukon, and that
10 years elapse before a pipeline is built in the Mackenzie River
Valley. Part Il of the report, recommending terms and conditions to
lie applied in the event that a pipeline is built, is expected later during
the summer of 1977. The report is not binding on the Government of
Canada and does not address all the factors which the Canadian
Government will consider before reaching a final decision.

The Alaska Highway Gas Pipeline Inquiry Board will report on the
social nnd economic aspects of the Alcan project in the southern
Yukon. The report i to be submitted to tho Canadian Cabinet by
August 1. 1977.

The Alaska ITighwnv Gns Pipeline Environmental Assessment nnd
Review Panel, directed by Dr. H. M. Hill, is analyzing the environ-
mental impact of the Alrnn project in the Yukon. t)r. Hill's report is
to be completed by August 1.

On April 28, 1977, Canadian Prime Minister Trudeau appointed
Mr. Bnsil Robinson as Northern Pipeline Commissioner. Mr. Robin-
son v ill coordinate the activities of the various agencies of the
Canadian Government in reaching a decision, and will be the Canadian
Government's point of contact with the T'.S. Government ns the two
decision-making processes unfold.

All inputs related to the pipeline decision required bv the Govern-
ment of Cannda nre expected to >0 at band I>v early August 1977. Tho
Canadian parliament is expected to debate the pipeline issue in July,
IX'foro the Canadian Government, makes its decision, and again in
August.

Commenting upon the timing of the Canadian decision. Canni in
Prime Minister Trudeau, during his visit to Washington in February,
1977. indicated that Canada would tnr.ke ii determined effort to accom-
modate io the*anticipated T'.S. decision timetable.

Settlement of Satire Claim*

It. is the policy of the Federal Government of Canada to recognize
the existence of a native interest in those mens of Canada in which the
native interest has not been settled by treaty or superseded by law. The
Government of Canada believes it is desirable to address the native
claims issue expeditiously and. if at all possible, liefore a pipeline is
built, However, the Government of Canada has never taken the posi-
tion thnt it is necessary to reach a settlement. Indore hand. Tl is ex-
pected thnt the Government of Cannda will reach a decision on the
pipeline issue within the anticipated IS timetable, regardless of the
stntus of the settlement of native claims. Moreover, if the I'nited
States mid Canada agree to euopernte on a gas pipeline, that agreement
would have to lie based on an understanding that construction can In>
carried out expeditiously. Construction would not, therefore. In¥ de-
layed bv the settlement of native claims which could, if necessary, go
forward concurrently.
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Canadian Legal Environment

Two procedures exist for seeking review of an N EB decision related
to the gas pipeline. First. Section 18 of the N EB Act permits parties
to N EB proceedings to appeal questions of law or jurisdiction to the
Federal Court of Appeals of Canada. Such appeals are discretionary
fo> the Court; n court must grant leave m appeal. An application for
appeal must be filed within one month of the NEB's action, unless the
court or a judge finds that social circumstances allow some longer
time. Once leave is granted, the appeal must lie entered within 60 days.

We are inf< ined by Canadian authorities that there should be no
plausible challenge to the jurisdiction of the NEB or nnv significant
question of law arising from its decisions. Section 44 of the NEB Act
gives the N EB broad discretion in deciding on applications of public
convenience and necessity for pipelines.

Judicial review of NfcB action would more likely be sought under
the Federal Courts Act. Under that Act. the N EB could lie overturned
if it “failed to observe a principle of natural justice”, “acted beyond
or refused to exercise its jurisdiction”, “erred in law in making its de-
cisions”, or “bnsed its decision or order on an erroneous finding of fact
that it made in a perverse or capricious manner or without regard to
the material before it".

We understand that the Canadian courts have left great discretion
to the administrative board or body involved. We know of no case in
which an N EB decision to issue a certificate of public convenience nnd
necessity has been effectively challenged in the courts.

It should also lie noted that Canadian law places comparatively
stringent limits on standing lo sue. We understand that, in general,
only parties to Administrative proceedings cun seek judicial review
of agency netion.

Under Canadian law. the scope of review of N EB decisions is nar-
rower than comparable review of the decisions of U.S. regulatory
agencies.

If the Federal Government of Canada makes a decision in favor of
an overland route for Alaskan gas. no further provincial permits nre
required. The successful applicant will Imauthorized to proceed in ac-
quiring laud for the pipeline right of-way through normal commercial
contract ncgotiations. If necessary, the Federal Government of Cannda
will exercise the right of eminent domain to assure that a right-of-wav
can bo obtained.

Implementation of a Cnnndinn decision in favor of a trans-Canadian
gns pipeline will require permit from the Department of Indian und
Northern Affairs to allow use of federallv-ownod land in the Yukon
nnd Northwest Territories. However, it is expected thnt issuance of
such a permit would lie pro forma if a favorable decision is reached by
the Federal Government of Cannda.

The Canadian procedures for implementing a decision on the gas
pipeline appear to lie less complicated than procedures in the United
States where state approvals are required for right-of-way acquisi-
tion. exploitation of mineral resources, and constru. on of port and
regasifiention facilities. Delays related to approval bv regulatory
authorities are less likely to occur in Canada than in the tinitcd States.
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United States-Canmla Transit Pipeline Agreement

The Trans-Alaska Pipeline Authorization Act of 1073 (Public Law
03—k.)) authorized and requested the President to determine whether
the Government of Canada would bo w iling to permit the construc-
tion of pipelines across Cannda to carry on and gus from Alaska's
North Slope to markets in the lower 48 states and terms and conditions
which might apply to such a pipeline. In response to this Congres-
sional mandate, the Department of State began negotiations in 1074
which led to the Transit Pipeline Agreement signed on January *28
1077. The President sent the Agreement to the Senate on March 30,
1077, for advice and consent to ratification. The Senate Foreign Rela-
tions Committe held hearingsonJune 7,1077. and its report is expected
to be complete in July. The agreement includes the following basic
elements:

It covers all existing or future pipelines which transit the
territory of each party;

It covers all forms of hydrocarbons including crude oil, pe-
troleum products, natural gas. petrochemical feedstocks and coal
slurries;

It provides for reciprocity of obligations on the part of both
parties;

It does not provide for approval of any specific proposals to
construct a transit pipeline across the territory of either country,
but it makes provision for possible protocols on specific pipeline
projects if they are deemed necessary;

It provides a guarantee of throughput, by which public authori-
ties in both countries are prohibited, except under specified emer-
gency circumstances, from interfering with or impeding hydro-
carbons moving in transit pipelines;

It provides for noil-discriminatory treatment of hydrocarbons
transiting either country, which ensures that public authorities
in IKith countries will bo prevented from discriminating against
transit pipelines with regard to taxes and other monetary charges;

It. assures “in bond” treatment for hydrocarbons moving in
transit pipelines;

It confirms the jurisdiction of normal regulatory authorities
over transit pipelines nnd require* that their action be reasonable
and lion-discriminatory:

It provides for equitable sharing of pipeline capacity in the
event of emergencies on a predetermined basis;

it provides for binding arbitration in the event of disputes
which cannot be resolved by negotiation; and

It is of long duration -thirty five years—nnd may be termi-
nated afie the end of this period only if ton years prior notice
is given.

The Agreement provides very strong assurances of non-interference
with the flow of hydrocarbons in transit. F.vrn in emergency situations,
the Agreement spells out the terms governing the operation of pipe-
lines carrying hydrocarbons in transit commingled with indigenousiy-
prodii 'ed hydrocarbons. Both the United States and Canada recognize
that security of throughput is fundamental requirement, nnd Doth

«0 -.220-77 11



152

countries have made binding, reciprocal commitmc its to non-inter-
fcrence.

The Agreement does not bar real property taxes by either provinces
or states. However, under the provisions of the British North Ameri-
can Act and the terms of the Agreement, the provinces would be pre-
vented from taxing the throughput of pipelines or levying discrimina-
tory charges on transit pipelines. The Federal Government of Canada
has accepted the obligation to ensure that the exercise of the taxing
power of the provinces shall be applied in a lion-discriminatory
manner.

In the United States, where a ratified treaty becomes the supreme
law of the land, the U.S. Federal Government has tho authority to
prevent stntes from discriminating uguinst transit pipelines and is
committed to do so by the Agreement.

"Whether discrimination against a transit pipeline exists is deter-
mined by comparison with similar pipclnes. The Agreement provdes
that “similar” pipelines include both mter-provincial and inter-state
pipelines and intra-provincial and intra-state pipelines. Thisdefinition
is sufficiently broad to assure that an adequate basis for comparison
can be found within the jurisdictions which would be involved if a
trnns-Caiindian route for Alaskan gas is approved.

The hydrocarbons moving through a transit pipeline nre nccorded
the equivalent of “in hand* treatment under the terms of the Agree-
ment and may not he taxed by provincial, state, or Federal authorities
in either country.

The non-discrimination protections contained in the Agrement pre-
vent. the imposition of faxes on transit, pipelines which are not also
applicable to similar, non-transit pipelines. Therefore, the Agreement
assures that, transit pipelines will not In¥ taxed in a discriminatory
manner to generate funds for the settlement of native claims.

The United Statcs-Cauada Transit Pipeline. Agreement docs not
settle all issues related to a trans-Canadian pipeline for Alaskan nat-
ural gus. Rather, the Agreement provides fundamental guarantees and
a framework for the terms and conditions which would lie applicable.
| f Cannda decides to offer an overland route, further discussions with
the Government <if Canada will lie needed to answer specific questions
related to financing arrangements, pipeline tariffs, expansion of the
pincline's capacity, requirements tor purchasing goods and services
in Canada, the possibility t I construct'<*n delays, and arrangements

for inspection of the pipeline.

/-1 mincing

The question of financing a trans-Canadian pipeline for Alaskan
gas has not lieen formally discussed with the Government of Canada.
If an overland route is offered by Canada, and if it is necessary for
either Government t>participate in financing, financial arrangements
could lie dealt with in a protocol to the Inited States-Canada Transit

Pipeline Agreement.

/in/met on United SUiten-Canodian lit lotions

The United States and Canada have u long tradition of cooiicrution
on mutually liencficiul projects, such as the Saint Lawrence Seaway,
the Alaskan Highway, the environmental clean-up of the Great Lakes,
and the transpotration of Canadian hydrocarbons across the United
States. A decision to construct a trims-Canadian pipeline for Alaskan
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natural gns would be in keeping with this cooperative tradition which
is in tlie interest of both countries. However, Ixith Governments have
made clear that a decision on the gas pipeline will he made on its own
merits.

Regardless of the outcome of the gas pipeline decision, a community
of interest will remain, tending to draw the. United States and Canada
together. A relationship which is basically friendly and cooperative
will continue.

Canadian Transit Pipelines in the United States

Most of Canada’s oil and natural gas reserves arc located in the. west-
ern provinces of Alberta, Saskatchewan, and British Columbia. How-
ever, energy consumption is greatest in the industrialized, eastern prov-
incesof Ontario and Quebec.

Canadian crude oil moves from the producing provinces in the west
to the consuming provinces in the east via the Intcrprovincial Pipeline
System. Tho two branches of the Interprovincial system transit the
United States; one north of Lake Michigan, and the other to the south
of the Lake.

Canadian natural gas is carried from west, to east via the Trans-
("anada <Jrenfc Lakes Gas Transmission system. The system transports
about :'(X) billion cubic feet of gas per year across the United States
to markets in eastern Cannda. In addition, TrnnsCanuda/Great Lakes
delivers Canadian ~as to U.S. markets in the Midwest.

Imported crude oil is carried via a transit pipeline from Portland,
Maine to Montreal. In 5500,000 barrels per day of crude oil were
delivered to Montreal through tho Portland pipeline.

Conclusion*

It i- the conclusion of the Task Force on International relations thnt
a viable option exists for the transportation of Alaskan natural gas
across Canada, provided that the Government, of Canada oilers an
overland route across its territory. A trans-Canadian gas pipeline
would liencfit from the protection afforded by the United States-
Canada Transit Pipeline Agreement, and from the long tradition of
cooperation between the two countries.

Canadian constitutional law provides clear authority to the Federal
Government of Canada to make and implement a decision concerning
a transit pipeline for Alaskan gas. In addition, the Government of
Canada has accepted the obligation to ensure that the exercise of the
taxing power of (lie provinces shall Ik*applied in a non-dincriminatory
manner.

The Taslc Force agrees with Federal Power Commission Admin-
istrative Law .liulge Litt that in light of the history of successful co-
operation with Canada in other areas, it is reasonable to expect the
Government of Canada to net responsibly i.i the ease of a pipeline
carrying Alnskan gas.

The Task Forre further concludes that regardless of the outcome
of the gns pipeline decision. United Slates-Canadian relations will
continue to he friendly and cooperative.



REPORT ON NATIONAL SECURITY IMPLICATIONS
iNTKOOICTION

The Federal Power Commission “Recommendation To The Presi-
dent, Alaska Natural Gas Transportation Systems’ did not include
a statement on the national security implications of the proposed
transportation systems. The Department of Defense (DOD) pro-
vided a study which addressed that subject to the Department of
Interior (1)01) and the Federal Power Commission (FP C). Both
agencies included the study in their evaluations of the proposed trans-
portation systems. The following report summarizes the considera-
tion given to nationnl security during the review nnd evaluation of the
three proposed Alaska Natural Gas Transportation Systems.

CONTL.NTS
4. Principal Element*

1 Department of Defense position nn the national security implica-
tions of an overland Alaska/Canadian route and an Alaska pipeline/
cryogenic tanker system.

2. Summary of DOI) testimony given liefoiv Federal Power Coin-
mi-sion Administrative Law Judge Nalmm Litt presented by Rear

Admira] C. ,Mgonroe llart, Director for Energy, 1)01).
3. Defen3|b|lltv
(a) Peacetime—Internal security responsibilities of each
nation.
(b) wartime—

(1) If Isith Cannda nml the Cnited States are involved.
(2) If the |I'nited States is unilaterally involved.
4. Vulnerability
The considered effect on national security if no gas transportation
system is approved.
It. Fummuff/ of the position of interested /nirtie* before the FPC
C. Federal Potter Commission cone! tsions on the implications to na-
tional srmrity
/). Conclusions.

Discission or PniNcrp.M, Ei.kmt.nts
t. tiib 000 position ox national oKcntrrv iMritrations

In accordance with Public Law HM .VI the Secretary of the Interior
submitted n report to Congress * regarding the feasibility of two sys-
tems for transporting Alaskan North Slope nnturnl gus to the con-
tiguous 48 States. The 1)01 report covered the results of a study

| a%NAtﬁr 151NgturM|r&q?<l|InrnAtR;m rl]rtrlﬁ]onr S[ %mn H‘? HI{%:H to t'ouerc*, I'lirnuniit tu Public
(115)
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predicated upon nn analysis of two hypothetical competitive delivery
systems similar in certain respects to the proposals of the Alnskan
Arctic Gas Pipeline Company, which would traverse Canada from
the Nortli Slope to the northern border of the lower 48 States: nnd the
El Paso Alaska Company, which would traverse Alaska to its south-
ern coast and then continue via liquefied natural gas (LXG) tanker to
California.

The DOD submitted a study to the LOT for inclusion i \ the report
which addressed the national security implications of these two hypo-
thetical systems. The study was prepared by the Joint Staff of the
Office of the Joint Chiefs of Staff. This study was the basis for the
National Security Section (pages 170-172) of the DOI report. The
conclusions of the DOP study, and as reflected in the DO report,
were that “analysis of military factors alone would not indicate niv
overriding preference for one route over the other.” The DO report
further concluded that. “. . . where a foreign country is involved, it
would appear that the nonwnr security risks may be greater." These
conclusions were reached prior to submission of the Alcan Trans-
Canada route proposed bv the Northwest Pipeline Comnnnv. It is the
opinion of the DOD that the evaluation ft *  ***yrioini security
factors related to the hypothetical Trn> ..-Canada route is equally ap-
plicable to a route similar to that proposed for the Alcan route.

2. SITMVATIV OF IKin TESTIMONY BFFORF. THE FEDERAL POWER COMMISSION’

The DOD Director for Energy. Rear Admiral C. Monroe Tlart in
testimony before the EPC Administrative Law Judge Nahum Litt,
validated for the record thnt the national security section of the DOT
report to Congress was provided by the DOD. Admiral Hart was ex-
amined by Judge Litt: directly examined by Mr. lleisler. an EPC
lawyer: and ero'-s-exaniined bv Mr. Il. Clvde Hargrove, representing
Alaskan Arctic Gas Pipeline Co.. and bv Mr. William W ise, represent-
ing El Paso Alaska Co. The examinations by these persons were con-
cerned with the relative ease of protection of the two transportation
systems nnd in that, context addressed both military and civilian law
enforcement, their availability and probable use in peace nml war.
Also, the key points of system vulnerability which would offer the
greatest potential for maximum disruption to system operation were
discussed: these were:

(n) Typical points at which concentration of pipeline or facilities
would offer the greatest attraction and opportunity for greatest crip-
pling damage such ns:

(1) The Yukon River crossing in Alaska where both gns and
oil lines will cross the river on a single bridge.

(2) The gas liquefaction plant on Prince William Bnv.

Cl) The parallel crude oil nnd gas pipelines through Alaska.

(4) The Prudhoe Hay producing fields nml the gns nnd nil
proiessing plants.

(M The length of the gns pipeline in Northwest Canada which
would be more difficult to patrol. It was noted that threats of
snimtnge against the Alaskan Arctic (ias pipeline have already
been made.
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(b) The relative difficulty of providing protection for key points
such as the above examples was examined and the following criteria
were considered.

(1) Points of concentration such as the Yukon River crossing
nnd the processing facilities nt Prudhoe Bay and Prince T\ illiam
Sound offer attractive targets for terrorists, saboteurs, para mili-
tary groups and wartime attack, but they also offer the greatest
opportunity for concentrated protection.

(2) Remote portions of a pipeline, particularly those portions
through the northermost sections of Northwest Cannda, offer
nn attraction for destruction because of the difficulties of restora-
tion due to long distances for transporta'ion of repair equipment
plus weather and physical limitations of access. However, for
similar reasons the successful completion of an act of destruction
is also much more difficult to accomplish in such remote and
environmentally hostile areas.

(3) With regard to the protective forces which would he avail-
able in peacetime nnd wartime, it is considered thnt in both tho
United States and Canada peacetim esecurity will be provided by
company surveillance and inspection and by the normal law
enforcement organizations, nml in wartime these organizations
would continue their service with military assistance as needed.

The testimony and examination did not alter the conclusions of the
DOD study on National Security that an analysis of military factors
alone would not indicate an ovcrridin" preference, for one route over

tho other.
3. DKFKXKIIUM rv

(a) Peacetime—It will be the responsibility of each nation to pro-
vide internal national security for those portions of the Alaska natural
gas transportation system and facilities within its borders. It is ex-
pected that the security provided for the Alaska natural gas system
will lie no different than that currently provided for oil and gas
pipelines now operating in both nations where the .ompnnies which
own and operate those systems provide for their day-to-day security
and are dependent upon local police and law enforcement, officials for
additional protection when necessary.

(™ wartime—

(1) If both nations arc involved.

1 he established Canadian-United States defense arrangements for
the North American continent are predicated upon mutual defense
through hinatkmal coordination. No snocilic civilian installation or
locality is singled out for added protection, only the umbrella of con-
tinental military defense will normally he provided. If necessary,
military assistance would Is* furnished in support of the norma! com
17161265 1 nl police and law enforcement organizations. For example,
no unusual military precautions were taken for the United States
owned and operated IbiineseFairbanks Alaskan petroleum pipeline
during the Korean War. 21)5 miles of which traverse Canadian soil.

(2) If the United States is unilateral)v involved,

Cannda ami the United States nn bound together by tradition nml

treaty and have a long record of close cooperation in national security
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matters. Materials are readily available to each country under normal
conditions. It is considered that this long-standing cooperation would
continue to exist and all mater'.als normally available would continue
to be available from Canada as a matter of mutual need, friendly
cooperation and treaty obligation.

4, VULNERABILITY

National security rests heavily upon real'ly available energy from
secure sources and the growing dependence of tin nation upon im-
ported oil from non-secure sources poses grave dangers to national
security. Oil imports now amount to approximately 4!) percent of the
total national petroleum consumption and the addition of the Alaski.n
natural gas to the national energy matrix will help to minimize the
current requirement for imported oil and reduce that dependence.
The completion of a transportation system for delivery of Alaskan
North Slope natural gas to the contiguous 4s States must he considered
an Important national security objective.

Summary of the Position of Interested Parties fitfore the Federal
Poirer ¢ ‘ominin.ion

Representatives of the Alaskan Arctic (las Pipeline Company, (lie
El Paso Alaska Company and the Alcan Pipeline Company appeared
licfore the Federal Power Commission. The positions of the first two
companies regarding national security were as described in Discussion
paragraph 2 above. Neither they nor the Alcan Pipeline Company
disagreed with the Department of Defense position on national Se-
curity as described in Discussion paragraph 1 above. The consensus
was that the problems are primarily systems related and that danger
due to hostile nets is of concern hut is considered to he less likely to
disrupt pipeline operation than system failures.

Federal Power (‘outmission Conclusion on the lin/dicatioim to Xuti.anal
Security
The study on national -ecurity prepared by the Joint Staff of the
Joint Chiefs of Staff, as it appeared in the Docemlier 1!)7'<Department
of Interior Report to Congress, was incorporated into llu* evaluation
of the Federal Power Commission without objection,

roNCH'sioxs

The growing dependence of the nation upon imported oil presents
a grave danger to the national security. The addition of the Alaskan
North Slope natural gas to the energy matrix of the nation can help
reduce (lie volume of imijortcd oil requirements and | hereby contribute
lo an improved national security posture. The completion of a trans-
portation system for delivery of Alaskan North Slope natural gas to
the contiguous 4H States must be considered no important national
security objective. Of the three transportation systems proposed, there
is no overriding preference for one route over another when analysis
is based on military factors alone.



REPORT ON FINANCING AN ALé%%El\'I\AATURAL GAS TRANSPORTATION

(July 1, 1077)
E xecutive Summary and COxi-lubioxs

Tho Alaska Natural Gas Transportation Act of 11)70 (“the Act”)
permits Executive Brandi Departments and Agencies to comment
upon the Federal Power Commission's May 1. 11*77. lteeotnmetufa-
tion to the. President. One specific subject appropriate for comment
under the Act is “sources of financing for capital costs.”

The Act also requires the President to submit to Congress “a fi-
nancial analysis for the transportation system designated for ap-
proval.” alone "illl 1L determination of whether he “reasonably
anticipates that the system designated by him can be privately n-
nanced, constructed, and operated.”

The following Report on Financing lIssues is submitted in response
to the nltnvc statutory provisions. The Report was written by the
Department of the Treasury (the Dead Agency) with the direct con-
tribution of other interested Federal agencies. Pursuant to the Act.
the views of all interested Federal oflicers and agencies were solicited
and have lieen incorporated into this Report.

The basic issue addressed in this report is how each of the f/urr
projtosed projrrts ronhl fir financed. The sources of funds available
arc therefore identified.

The principal conclusion of this report is /hot their is pood tenson
to anticipate that an economically viable system to transport natural
pat* from Alaska to the lower  statin ran be privately ffnaneetf«—
that is. without Federal financing assistance. A private financing,
however, will Is* diflicult. if not impossible, to arrange without prior
resolution of a number of issues. In fact, the actual likelihood that a
private financing may la- accomplished can be determined only aff<r
these issues have Iteen resolved.

Certain of the unresolved issues direct v affect the 'eononiic viabil-
ity of a transportation system, and. a/ miai, the willingness of the pri-
vate sector to invest in such a project. Other unresolved issue* liear
upon what party or combination of parties would assume the unusual
risks perceived to be associated with the construction of such a svstem.

The most important is*ue* that must I>e resolved liefore any financ-
ing can la* arranged include:

1. The mechanism by which the wellhead price for gas is
determined:

2. The method by which gas will be priced to the ultimate
consumer;

‘1 The authorization of a sufficient How of gas by tin* State of

Alaska;
(IVO
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4. Negotiation of sales contracts between gas producers and gas
transmission companies;

5. A determination of the rate of return that the Government will
allow on investment in a transportation svstem;

0. Formation of a final consortium of equity investors in the
project;

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

A's stated above, there is good reason to anticipate that, once these
issues are resolved, an economically viable Alaska natural gas
transportation system could be financed without Federal financing
assistance.

The Federal Government has the ability to resolve a number of the
issues

The report discusses how the resolution of these issues would affect
the overall finaneenbility of nn Alaskan gns transportation system
and thereby affect the need for Federal financing assistance. The dis-
cussion on each issue is summarized below.

1. The price gas producers will receive for the gas (the “field
price”).—The Federal Power Commission is currently responsible for
establishing a field price. In its Recommendation to the President, the
Commission noted that prompt establishment of the field price of
Alaskan gns was important, but todnte the Commission has not made
any publicly announced moves to establish tho price. Tho Adminis-
tration's selection of an acceptable methodology for determining the
field price would facilitate a financing.

2. The price gas consumers would pay for Alaskan gas—Two meth-
ods of pricing the gas to the ultimate consumer were suggested by the
Federal Power Commission:

(< "rolled-in" pricing. whieh averages tho cost, of Alaskan gas with
that of gas from other sources, and

(h) “incremental” pricing, under whieh consumers pay the full
marginal costs associated with producing and transporting Alnskan
gns.

A third approach to pricing nf gas in general is identified in the
Administration’s National Knergv Plan, whieh combines aspects of
both roller-in nnd incremental pricing. Adoption by the Administra-
tion of “rolled-in” pricing for Alnskan gas Would go farthest to
facilitate financing the transportation system. The approach recom-
mended in the National F.nergv Plan could go equally fur if the
Administration pronerly structures the pricing mechanism contained
in that nppmneh. Fully “incremental” pricing would make the finnnc-
ing more difficult.

<1 Approval of sales contracts,—The Federal Power Commission’s
authority to approve sales contracts allows it fo condition approval
upon formation of a large creditworthy sponsoring consortium.
Specific direction for such action from the President would facilitate
n private financing.

4. Rate of return,—Government approval of an adequate rate of
return on investment in the project would facilitate a financing.

ft. Consumer participation in the financing,—Finally, approval by
the Administration of a method lo allow consumer participation in
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uct an Frate ap rommate Oﬂ h||

|nc |ameter rom a point $1 |es nort t|c tiot Raraﬁel

unk Line fne|I|t s at a point near

&oemstl or Pew Alberta (ins T
a 7%

The Alliertn g sTrunk ine Company Limited osz and o erats
a nturn %t erin % transmissign S stem WI'[18 Alb rta
not tile’an P Ication but [n a su m|33| n ertoo
to construct 8 erate. certain_ facilit FSO run] Line (Canada
subjnect t0.fe 8ra| uris lctton Or In the hearings Westeonst
ansmission any |m|t |tte ana |cat|or(|: a\thlon rensptct

Foo@t tens(t)ogcto i3 m " r@ %oerg an ro to extend Its
aC|I|t|est terconnect ttnt oseo & étPE P that project were

ap
[fn Auoust and September 1?705302“.%8 s%t Ofp%RPelscagoenr% Ior |P

H‘; I|9cointts HCFIQ?%%” { &o%}ct) \ uer) X%%S “ and IX\bert as(Y tﬁnenstg

ni rke Iana%Hg I’O\R/ 4%stateﬁ Y]e q 8 taasteg r HPs roaro%a[fl
cluded cofistruction ofa P i (> -Inch hamee m rom
can an atte Iaska ukon

an mterconnectwon with ge me
Ixjrdcr, 5 P tho Yukon to the B o)) here connect
with a’ dtargeter exten5| of Vestconst: a —me meeF
HHHE a&n Ine wou mterconnect e |es 0

’:llﬂe with another extensio >ﬁ}\/ gtcoas
Foothil qu onﬁW 36-inch diameter line wouP (tle constructéd ?rom
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Trun Lrnﬁsfg Ltres}at Empress. Alberta to the international border
near onc

Aate e/bruar 1977%e Foothills ukgn Gro filed wrth the
Boar anaternatr %posal t consfruct 8"&C rn(ei_er ere
stem wit ou srn teexrstrng Westeoasta rrrn a(c
tes trnvo ‘econstructron fan “ex me t —ougC U n
g nera a WI routes in ?rt ern. British onb
lus n ew steoast |ne ﬁ (i to the existing Albertn
atura as route_In ﬁout eat Briti m |a
n 16 March 19 77teFoot on up withdrew, th

|nc lameter system |cat|ons nus tfie only Foot 1 43
r\r/]stem consrrterg w Board In Its report |s}the 48-Inc Srame
FINDINGS

Based on aII the evrdenge nddueed at hearrn s and submitted Hg
aprnurc nts, # feryeners an |nte ested persons, he oard has ma

d
L Vﬁti'nent?teeasataraa.s.a it
I

H H Ine
oar finds t nt a IR ne tg transnort Mackenzie Delta as
eeded

0 Canndian mark ts W’frndong g(r)ranrg n:%nfrrst half of ttf]e 1

N uE‘oort 0 0 the oIIowrng
concu %

DT eBe wrllhbe P need for addrtron% gnfs for Canadian n]arkets
over‘and abovn that orecat to w~ availabl& from conventional nreas

to meet the “Most erely recast Canadra deman tasexrs(t
export commlrtments as ear Or as e as ependin
on%rta#n poli rt/ dptronso nto r%over ments.
ex trg uthori otso gas were eIrmrnate? or were
d.out, the t] ¥ nnadian” requirements coud we et
t1990 ut. the Board docs not recommend suri actron

i t‘reaoaroetérasarnréus e

reaHstrca ess the degree to which Canadjans wil k*reSP]OﬂSIV
(e X S it
Icenzre)b T ?1 BF J]enrreé 8&3 PO reranfor ept% Fmtrtantlron in't

rat owth ofthede forener
e.cur int eﬁta shed reserves of the Macker]zre Delta total
~with 51 of t |s IS |n conomrctoconnect to ed gas proc-
essr ants Hayin elin tot esout ese eserves
u ort deli |v rabrt of7 to
|n e several new | 9 ourceﬁ energy ararrPtoCa ada

near future. Delta gas Is about the lowest Cost, In current dollar

rocetho reac?tdltto al Wotrnes%um be rqu red | the fin § sr\g

ng applie eBo
rom r engl r}e?]rﬁtéJ g dnt 0 \%vepany 0 these co
tot esatrsn tlomoft
The Board hns saPelgrfrc socrrf economics concerns related to a pipe-

line route up the Mackenzie Valley.

M-ZMO-T/- la
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The Board lias specific environmental concerns related to, a pipe-
Im_e route from éhe Alaska-Y ukon b erfoT nc ion.
eso jal an fon mic |mi)act o the Foot Yu on) project
cou(! Ld to tolerable leyels. The envrronmendral concerfs .assocl-
%tgasr\rl\rlelsh this project cnn ke overcome hy avoidance or mitigative
A crucial question in re ald to any land bridge proposal for the
transmrs]sronqo? Unrteg ?tga as m/r ?r zf |sp\rvhether tpr
groreﬁt as tne rfotentr r| gin De a gns to Canﬁdlan markets
e Foot fl

rf]d { Yukon) project nins such”a potential i the form
0 em pster
j of the need of

§ tg)rrr(tectlﬁe “ nn?ng for the FoothérlDemBﬁter ik .0 knawn

roject should  Jk*
atible In resPects with the addrtron of sughpa rli If certifl-

com
cated In the near fu
ﬁnecesﬁarycoruglf ment to the nd takrn |ven by e rrncr als
?f Foothylls “(Yu fo un ert e t e co uctron 0 em ster
ink would R rerquting of the line vra Dawson
ukon. %c IVersion oud re uc f e c st o trans ortapon of
som cents r Mct while

elta Hns mcreasrn fne cost 0T frans-
mrssro ri ns 3/srxcnt er Mcto O'ess In certificat-
In te oot uon Ject o?rd would_require a diver:
sr ero et rough E g(e nary financin Ran of
wou /Q%cc et the Boar thtoexclp 8
o oI pe eel 9 0ouItS COarr]/eato proyide for majority Canadian
r? % E rgects her%onYm n ]gtron of t’AGPL that the
anridian Governm nts ouI provide Tinancial hackstopping to
TheeB%) JS shares the vrev¥ of the financial advrsers to the Fo?thrlls
M it_could not he Tin geed at tl&rs time or]dr agrso
fa reserves already discovered and could not be justifi ed

Onreﬁonlgooﬁrjhos Yukon ProreFtGrougdrd not re(? est ackstonrng

the Canadlan Goyernment matters of fundamenta con
grg ht(hs zﬁﬁ Pr\)N g(\:/er H” rei;ngnc(;n 0SS Pe mﬂiar?méne
efoutrvgcecr[eundera Jﬁ ?} OH”%eL”PFe alnro ec g|rer0%3ect¥v 0 cos'
? Frruns in grovrdrn a]angt}ﬁiefor UP] 4 gtat?sﬁ ﬁ afé
{fY VCS sorno erces\t/\rlu rL“) ecessar corq}orate ”eFéJ toe % n%ngro jt ;
%teS erropen éshon exc any %oss ern ition i provra ga

rsa
oensuret a teo% so the co panres ownrnPda 8e ratin
eac segment r? oot Yu on rect Wou n ste
roager |r oseso erovrncr eline

wrt tarr ut with "decentra |za lon of

onstruction ang operatigh to those com anies o eratrn ipelines In

uni ormrt}i7 esﬁ%n an
t?e@a(r)ncetﬁfre %b ar(ife W%%' bv¥oéjeral anqcore prpgd sﬁ se%enetg

ooth on wrt say, frI per cent ow ers Ip an the re-



mainder, say 49 per cent ownership, vested in the pipeline company

0 atr In'the ar
p]e% %a}rd beI vestha nstructio oft rpeIrnese ssouth
arae sho ecarr out he com ames mrrar
rt tearesconeerne wou avour h) ob
esu ect to the cor orate restructu mgmenr e oge rmr g
aving no COITes ondmug rr tion h would Togk
ur onte onstruction and” operation of |rp rn segmetr(rJ
wan Trans ana a basis srmrla to that out Ine
run (n% esteoﬁstan
Board heli

ieves that Innovative tariffs would be needed to [0-
vide Tor ma Imym private sector fina cm a nort ern pipeline,
T0.thisend, ort ro ect, |tendor es the mcrpeR nn “all events”
tari and trr @) menta a ree ents Ith shippers cover-

tran

rnr%J oret e roper com sr ct
sIn| eunrt ostso ortatr P]lee%nts nnd
recogni mg some rmrson C0 rab!( % (ﬂ]
gh t]rané:ﬁ rtatrono ns rom 0e Bay to tho
41> ara e t erenc rn the unr costs of tra]nsporta on via
C nn Xr& oot Yu arcrel trve stm
roec oB rovr icant er unit
ﬁﬂ for the transporta lon of Delta gas to resstant Foot-
ro;
ovrdrngfthe Demps er ink to D wson which would | voIve
H routm the oot[ Yukon —r nch diamet B
oud Increase u |t co

nrs ortrn
as tote ower ]Hstat h)g sr frcan owe

ans)p%a ron CO?oSuO ana ans |g1p res[;oda trogn th Ita and 2
fro ecost of frans |ss on o a ast

mp ears to hea proximately the same or the

oothi ukon

As tot ota g ted [ prtal costs due tethe drffrcult condrtro é
for the northern u on rgis Délta sections, the oar
een u

visualize ac st overru erc nt occurrin rnt e
?r P ukon th go ré] thbat the

ro[Ject n the case
construt n restr ate It cou vrsualrze
a costoverr no ercen occ rrng.
cants a Imated relatjve hr h Ie(ésof anadian
1

oro]ntenéégp thelr ro oserﬁ |panes—|nt e Iiéiogﬁ] perce iS

ard’s. ov ass ssmet IS tImt and Iooth
U on[é ror cls s vera anadian Eont(en [ estimates averag-
e cl e ce St}ert a ose n Icated

ﬁijeCtS OTf] ﬁhe macrcid

the
eeonomgrver anaba wasunr orm In assejssrn t"none of them wou

came s

Th e Ie Fts of co[st bon trt an l(YS(?S w rc excl gd vrron ntaI
T A T
what reater fort éAGPL project t an orIre Footh ukon

pr
cPhe Boarot IS not eroIved in the me its of pative land. claum[sJ erse,
or their settlement; these are matters under direct negotiation between
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the ngtr e gles and tpe federal overnnt Ht The Board IC
frne OWever wrth the Interreldtion o e resolutron and
claims setﬁerrlg VY)rt the Berfoegtron% dth rers 0 ethera
pipeling should be built, an 0, Where and, when.
Tne Boa[] 5 assess ebtof the, socio- e omrc Impact af a. rgelrne
In the, porth I one of broad Auddment te north at thré fi
le said to he a.land In transition nnd rternrvru te
n n erner, the situution seems to be one of turmoil.cayse g
ur her white nc oa h ent, and astr)rvr to. retain the essen
de ecoetot omano vinbl erna ommu It

?”}Pe rr\(;t;fm re trngn%oJ %‘glrt)as“ enc nstr uctro on %prg enren%r?]é
ope

ag econom
an mstrt thﬂS re deve t a t P’tS ne\&otratrons
nat

vrPdp e u \n ce a smaller num F
u beafece and att ukon Indians ono aﬁgeart
g %rn trou gaseo ama or restructurrﬂ% ir soclety,

ene n ear le, lead the Board to ¢ hat the socio-
economrcr ct u) ecorrrdors wou alance, be more
av rab ea n H

than Jn t e Mac e{tzre Valley.
The oar ves le Ind re< cost Ine
gr%ect nor oft e 6 ara should o borne the rne
o da(m/ se costsr ate olsuch |nl9|s ns in-miqra ronﬁ [sron
a ron% munrcco cra and he hservce ared lcult
easure wit recrf n, nn It wou recom o] (e overnment
nt an algree ent ter d |nowrth a er |cate olde ap roer
%nd ?]c costa onn would further recommen tatt
hﬁatron Hn mr lion.

ere would lie ne %overnment algaency to m nIIOJ socro
economic matters, nnd 1f acert %ate WEKEPn gte the Board would
reco men to t e government thnt It iImmediately create effective

trs [po
SG%?_ bel r(hve r?cep '\%e%ore\mr\qhe Board lias conlclud(ed thnt

otn sections, wou dousee lt'rrro erﬂna(%leort]a lasta a tross—
Houte. resente saless es ragpeﬂter atrve%y%A PL wouqdp aII
be%nvr onmental ac d’h the Board
oar h% uded thnt 't eenvrronmental concerns nssocrnt%
with the ootnills (Yukon) . route, relnte to Impacts which ¢ e
OVErcome by avo aneor Itigntive easures
nvrron enta rmatron on a Aer link is s arsF angd nn
r}oep gation for a certl rc%te tOﬁnstrHct N operatea r] rom
the Delta to cgrwec& the 48-Inc dra goo_e!( ave
to >os|u orte etar nvrronmenta studie Jewrse envrron-
ental Studies related éoa |ver%rono tin* 48-Ineh, diamet at O‘pe Ine

throu awson would require tiie immediate study I-
ronmgnta Impnets and subsequent fi ?]P]ng o% such —todes with h
Board.
PGCiatONS AND IHTWOMMKNPATtONS
The Boards decisions and recommendations to the Governor in

E% thoothrlls pipeline cannot lie financed: it would not otter
the Towest cost means of transporting Mackenzie Delta gas to market
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nda eline should n tbe bujlt along the.Mackenzje Valley at this
'Wrees Eg Board tLhere ore denies tlh gapp?rcatron og Foothr¥|s Prpe
2) Fo reasons stated rn e Board also de res he
&ad hs oL este tsnsmrssr ner r}rrte ﬂ?ejr
as Trunk Line ana u Limit ates for tacili tres whrch
W0 d terconne hos 0
ﬁ ﬁL ro lect IS hase on rnc&rp a(trble time constraints;
on ndt tnee fo con ect Alas asto Unrt] fates
marke san eed or m re time .to resqlve soclo-
ore a prpe Ine could ebu tin the Mackenzie

?ThePrrmeRo te pr %os WCAGE érom the Alaska-Yukon
borger to Tur”rnuk unction, nc drngB e Cross-Delt aseﬁment 1S
envrronmenta y unacceptable to the Board, as is the alternative

&5 IEor tlhe reasons stnted in (3) and (4), the Board denies the

ap 0
Hopsfes vl ) e e
owev oar eeves am hanges to the project as app red
for eTrLes abern e ran rc rﬂerest

rep are t0 IS uefertr Icates of puhlrchconvenr ci
ne essrt g varrous oPP Ine_segments of the Foot
ko ect su ect to conditlons, TheBoar Irs recommen rn?
0 er orinC uncr \‘vever that approval be withheld unti
the o Iowrn have lieen accom

re EL r%rtét‘cdehehrg“ A
easter azt &Wthern rrt?s conn 13, ALroorta 2nd ool 1

t}sh% umbia rfty on ?3 toft e Votin &
| eu Coné) t g Fép%l cen rﬁ%'E arhlﬁfﬁsteoast AVYB ta%as tru
Ir_6rne ctdrvd N {or Westeoast; 1T not aceptabe to ANG),
\ﬁ% hgt ﬁgrﬁemgnts have beeP énterd into B IEootn ”s
EYu SHE ovr\”ané lo&es%;og:\%%nd ungeraaeaheN fglrlgé oot

\;onomrc COHCGFI’IS
0
nt

es With respeei ojhe con-
rneo oe tan -Inc eter

rrertI b A alﬁnzre)lge ta par m serHr
%onnectrn as tot Faooherorcg ﬁrB ner

awson. City, on an nor 1 maFe nn
fion to te Natrona Energy  Boar }r 1certr cate
rnchdra

pli
Wi .rracﬂtn
gror% ? onnd%ctron 0* the Demégtsetﬁ]r

er ine oIn

[g'[ [a pté)SUC nﬁ)OInt OF Brnts OH* =nch al ?
anada deemed necessar toe}tect eliver as 10

southern Canadian markets, such capacity t he provided Ir

1January 1084 or Hitch later date as deemed necessary Dy the

government; nnd
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to provide a ment on the request of the Govern-
esw? P é) nada o ¥m 0 F}none ﬁq woué euseﬁé RX
teqovernment to pa CIO 8 nomi ri direct costs 0
lne ro ectnr 6t ara Ie ncurre dUJ
er|o |r|n W easa een grant
en.t e that

oar recommen e
eo |gat|on eI|m|t m| I|on



REPORT _TO THE P IDENT ON ENVIRONMENTAL
IM%ACTS OF PROPS& D_ALASKA GAS TRANSPORTA-
TION CORRIDORS BY THE COUNCIL OF ENVIRONMEN-
TAL QUALITY

Summary
BACKGROUND

Since the discovery of large oil nnd natural gas reserves in the Prud-
hoe Ray QId H I%rs(k gveral routes aveglteen proposed to trans-

poAt Worﬁrasﬁ e/ ac?(en Sta\falle rridor, spo sored by Alaskan
rctrc as , would travers nsas Nort e, C[0ss [nto
nnda att ezre iver Delta, an outha ng the river
and ence mto theMr west; awestern eg wou transport gas to the

e AR NG route pro osed the .El Paso Alaska C
s ol e e T

SOLPhertparr an%;snﬁelteql trve corrrdorsponsor d by th AIcaE PrEehEe

(ﬂ% yg\iowt (r)trn e thee |st|n O”L\%R INe Q%far)%se Oe%rr anks

ero to t e@g o\r,rvsatyvraa eternft 0 oﬂﬁ
g i ou hﬁ)erta and Sas atchewan toU§ marﬁ%s the?\/Ir Wwest
I three corrrd(%rs were analyzed #n the environm tﬁal Igenera

statement rOCess 0 the Interior an

the Department o
er o mission.

zrn nn urgent n tr naI neﬁd for additional nnturnl P
&p res enacte Ins Bturnjl Gas ransgortatnn
means oraso nd an ex editious decision
eh en an te , Ifany, zirns qrtation s s-
ou avo ea Ssl

i Fo e Itigation,

Slrccu es u la revrew o the nvrroFmen ‘gc state-

ment required (g]') l\tét]on& aIglnv onment CXC” on?Envrro?-
cte

ent aq tIOf’l resent tOt etPresr§ent Its v WS ou the
ecal an Yua ﬁ

|chenc ft e |mpaFt statements. a othe

en nonmenta matters f eco sid erh evant. |saso Irecte
rorarde members o the public with an o orfinity to. present
ora tte ata, vrew n nrqutnents on nnpn tat ments
A tofal 0 ays |c earin swere e e nnd
ashin ton wrt wntten and o aI testimon submrtt over
grsﬁ) san rganizations representrn awr es % mo | rests
These arms Fextremely Informat ean helpful to the ouncrl

In reachrng 1S Conciusions

(1)
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VIEWS OP TIIE COUNCIL OX ENVIRON.MENTAL QUALITY

Sufficiency of the Environmental Impact Statements
Becnuae of the n}ag nitude of the.com gtrn(ﬂ]grorfosals nnd the ahb
reviated sched Ie ecrsronmakrnlg Alnska Gus Actt
ecrsrnp nt hand 1S to select a artre r gas transportation route. 1t Is
the su crencyoft eenvrroH enta ct stafen entsfror his limited
urpose t nt’is consid re—not elr sufficienc termining
re rse arg ents ocatrons and other site-specific data.
careful revrew o t e Im a\ct S datements nnd testimony sub-
rAt atour earrn s, we have concluded t
"t n es ortﬁ?mrn s, the en rronmental rmlnact state-
ments aA aP factua frentun er th eXatronH EnvrroH
nta rc Ct TOr purposes o se ectrn ecorrr%s& bnsic te
n fransportation s sltem Indeed rocess [e
evelopment of th eﬂrban fs Lt]ernatrve the carrl or
i\t ve to bd environmenta ” ranle, as noted below.
[tho ermpac hatementsp rnformatron necessar
to se ect corrr or and the basic tec %as transportatlo
system, they lack the data required ors cr etisions ¢ %ernrn
route ay< ents ro%ect desrﬁns mitigation_measures, an crIrt
srtr 0. a contifyqus re ew of environmental aco
an aternatrves gagEncres wit torrt over eaé)LProve rr&as
fransportation ss m. Environ enta assds Ments, grﬁrleme
orne rmrgnet atements ma e requir de en rn éhe SIQ-
nif rca ce rm acts and t e e ree t0 which reaX
ttr aj0 sr[%;n en oroth rsrte s ec eclsio sthaé
oI owt eIectro Er nnd technology must e considere
In oneo these typeso anayses

Envrronmental Impacts of Alternative Corridors

% r}rpnt statements and other publi rc documen rovr e a

wealt é ormatron nth environ enta impacts .of e

three corridars. Alto ? er t ey permit arrcom arison of th esr -
rc(ant envrronn&en Bn 0aCts t at e eve ar st re varﬁ

ne_decision Im-fore the President and ongress efoun {

ort Slo e/M cKenzre Valle¥e§ rrjdor 1S the most envrron

mentahey structive o e thr e 0 ern cons ere Ar]tr sion
Wi dern ssrecr rom Cannn rveJ ns a o

MncKenzie eta In Ca assively. disru trv?
rsa ree strong with the

OWEI' mmr s1I0n’s conclusion
his caryl acc

r 1S . environ ent
hrsc rrr or uld p gsst arts askaa Canada t at
Io ected in ust aI mansrn uenc trs mé&
ask a mtes row

lion ac 8 retic tronnl nn c ﬁn é: reserve
unr ue Wi I,fe wilde qes(f Fren 'ﬁ Va ues nds
?er rspn ast unspoiled”area of its kind ‘in the entire ort e

The pro osed orth Slope MacKenzre V Irev ipeline would cut
an ea? ertcorr 0l across. unmarre an sc e req rrr new
acl ﬁa

ort_tacilities, airstri ravel orrow areas an
Eor stations n$ weﬁ Ft’houg Pa r\{ loss seems rnsubstantra

¢—|-ﬂ

f—o-(—) ¢—o-_
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compared to he to aI Range, eharm likely ta occurto WrIdI fe and
wilderness vau st ere IS as tof ortr acre r Uyes.
The [itany of measyres, r%rorr)ose om DIpe-
line construction IS testr to scient c teclhn Io aI and, man-
ement rngenurtg/ ant ro oses to hat nor+ on. of
eIrne entrr I m on rnter sr % sno roa stratv nr
eslp,( earesetrc utwet er It cou
don IS so allure are rmpressrve and their conseque ces rrre—
me ra x erre u est hint" economic pressure compee Uﬁh

Wﬁ% rneh nsc tsangurn (rbot tr/vadto the onset of spring an
r

must a o te the wi esgrea/d concern that S(JJCh n gas line
nvrte an or rne and erh rmanent roa S0 as"eventu-

to beco erm nen corr ross t e Arctic

”\tort ukon to t e I\/Iactg zre f would rnvrte

or tion o as that m y we exrst thin the q
rrn eauf uture o the rctrc an e mtist e

germanet e rc tron o Ich an rque ar 0 Wilderness.

hr S0 the conc us on ot fate o aska nn every environ-

ta organization np> nrr a our h arrng
e Wi ernesF and "'wi dr (ualue alon vrfrthl\h
P \P Ine route, also extend Into anaa enzie a-
es there, vY]oconstrtute t]hemarorr atron Int
S P ne ert racross te
Kenzie e {rng £ ects oln th err
an arms sett] emen

T S B R R
%ngagran e atngeP rnter erence wrth their

s erger, w 0 Invest| ate t e social ami
environment h actso this route ort overnment
reco mﬁnde t rQ ecttesng ean eenv en on
whrc they de end na pipeline be ur st

Fairhan hA(JternatPﬁ corridor W g owe rstrn
transportértron COITi { r! no large-scale tru 10 rnto wil erne
%rea |structron wilderness values.. We find, rna reement wn
t %e ower Commissign, thnt It is the mast en rronmenta
ac%eﬁ e, of the three corridofs.

t Some 0 rts envrronmental risks are still unknorfvn The P -
l)mrna% state of the desrg I\ﬁ ort su ge ts su sﬁart] uncert nt
u ndam ntaI concepts. Measures 10 deal with frost hFave
sett eﬁnent nn mer cinstr ction, for ex m e, are onr¥ rough
sketched (ege opeq IS s,(te specific rnformatro . aUcE dS
str am cros 9 a itional wor n Co structro rp o
nthe ot ewé) [s thnt_the gns line could esa eI .
str]ucte re atrve nea rpernea [oss the exi trn &Ja
gxrs In ha road. along teot rerne woul as
W(P many 0 eexr trn am sre an ot er rtres urther
v ntages. can resut var rrtlr{ rn rpathon on thg
oy sors tream characterrs IS, Uy o Ich
control rn Impnets afr anks Iternaltrve as far ns
ncr ehretwoun eart omteo
or:| rowth impacts o0 o te Fairb an ernﬁtrve and
r}e aska rou Wi obvro X greate rn atantose
of ,.le Nort ackenzje I corrigor. no ac-
curdte measureso ese Impacts have een made, the Iyes experi-



ﬂ():e has prepared residents for wnat to expect any Hovern ent,
ﬁor an{buflnessgntereﬁts ng WF as sam Atg [] tjves desire
the rowt ectso anot er pipeline project nna believe 1ts impacts

e

ca ra| be absorbe
f& a&tlan? Iry hea)ded by Dean K.M. L sxk IS nOW|nvestl at-
It the ¢ ectso t rba sAte ative onl the native claims et

ent 1ssue In t ou ern ? e report |3|ntende(d to provide
: rarttaldsa with the social impact information needed to make a decision
B s?<aL G aIternatlve é)resents risks to the envi onment ta
ubli a

t t Xslem Intergrity not present wit oveJ
ES”v'.etté s ! B td&ttatttros?t’ ang i 07 g t%yﬁ U
Impact, on kar] {ls eries. It Is 0&3|bi tﬁat the task t\?&

ft ofridor and tec o can beenV|o menta acce table. At resent
| rtr)]wae(\:/tesr s\t,evles arce Lﬁf s nV\GttI S| enlstca a}é e (P es )a%out ermal
Erﬁf%osed In QQI d sourHern éJ [ ornia, .an thes

lant sdes
tanker tra |c |ss stem wo be <nV|ron

risks

(5 r\ rY cce ta
? Y on conditio ore S eC| Ic analyses aé ative LNG
cg(r:t#tgatsnes an mtttgatlon easures are’ conducted prior lo any

1on
ecu e the Alaska NG |peI|ne carridor. makestre most extensiv
use .0 eeX|st|n 0l e| Corrl or its soela economic, an
Vi on en aJ Im acts in "Alns a W Pe similar to tRose of. éhe
alr tern% nItes. t miles, owever tec?rn or
wou cross the ([] ational Forest, 4 road aa Iea greaé
?cenlc Reaut}/ to Point Gravina, where the gas.wou elque ed;
here ransported y tanKers to California, gasifie sent to

he most s rous otentlaJ im acs of the LNG aC|I|t at Po
Grayina ar oseasgclate senwater coolin sste
B[dln to t e best.ev enfe the ant aE gpro ose
yaectt arine ecoop ren aa/ tantlaly ecaue e
area a valua esureo salmo ther comme fla species,. It
could have protound effects on the oca ecoBom as, well remse
t}dnc usmHs cannot rawn ec us no substantial m/&stt on 0

dderWe ater related ant s S-

tems rémain un efin ouD hISd nformatjon It.Is im oss eto
etermine whet ert site at Point ravma IS environm ntahr¥
ceptable or apother | Beferabe tae%ms |e[¥ owever, thnt a
en uonmenta acceptaole %nt coul desig ed constructe

w épro lems nse 'With seismic design a tw Ina site
Knrt g akes and resultan tsunamaqres nt serious thre ts he ag[n
cant. a ortst nt asa ant cou %eqd] nce Gravin
flons . tq ﬁXIS ho r%ck nre sat% actoL
nvestigated. Alt | assertlon hats ﬂ een successfu
actg encessar proot must await further site investigation nnd

Point Gravina LNG tankers

an esign

t gould leave for a Cat}fornla

gasn atign Siti— Pojnt Conception o[ ppear o gt e cur-
ent lending alternatives. Here comple\ lan use thermal

a

ischarge.
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and safetX issues must still be resolved by the state and federal
governm

s.oLdGrtPu”nkned.rtct'geH“ F&dn%?de maltg s “ev”éfe%rlt (e °?d§
g Pres 'gcm enftga\t % Ptly ss F Lfata
ned:rttsc |us vee A i t| not 0 ‘ SaS|etetoSkesta |sC recf{er\de a(r)
E)U IC sa ty [ m%osed?) ?Wd’ gacqtt it S oss%fe tto reduce
awaSta tta éthe consequences of events by remote o ation of facilities

/Xze aska L G syst m is therefore uniqu | (nd It IS dtfftculg 10

ana ecadseo thet rentt uncerf(atnttefg |t|gat|on? its
envi onmgnta Ipcs and safety risks will oe possiole, “but ony at
considerable here ﬂ ore unestima ed exgen

Wo must noe that th eep ironmept tt%al?e inflicted by a
these tr f Kstems il lie 5| cant S We recom (e
" as e pa ecountr tat it wou bene |t

tile, nee s
and tﬁe alternative egrbergct( sup [test hat thev n |qut recetv now ra
some. later dat b subje totemost careful scrutiny be ore a ma

ec |on IS reac
Yie ave defined ourenv ronmental impact con ideratio rﬁns solec¥
sonQC“OR ?t ci]rndor aH tercohnoosed”thelrl]edae eenn eln(t)no en aI mfs

Ft)trrd)or th %%nfﬁanﬁ jt m]ttve—tts rop sal IS tﬁe ea vveh
ﬁeveope}t?tet eAn t the North Slope/Mac-

i ““tgtttabdnnnttdmeai o

U ‘ear su to th the other a cants

th %Iu |onj/hat Fttet 0Igatrban ternative co ldor |,s the Ieas%
environmentally damagin ro te assumes t e strict. app catton 0
envjronment crttena In interdiscl |nary reV| urtn the
engl en[t% esl n ons uctlon sc eduling, and rﬁu Sh ection roc
ess S0 assu a edera ﬁgvern ent will sla % coherent
stipu a]ttogstr condoftqnsa t?]tnpgentlyenforceteenvnon

nta #sa ety con itions in

It will nqt suffice to rely on the rotJect mntinsors d]ah(t))(/control
{0 rotectteenvnonme Qr toe ure co c r% ernment
t mposed cndtttons Eftective en orceme[tStr retam :itcentra

SRR o L
2}?51 feye (})\l eweq ser(}/etdl Cltl%n mont/torln Capanl ||

a orte bseryed and report on
C{)nSttrtUCtIOI’I and WX” 88!’ Inate Wlt Fe government moR Porlng
structtun

rnnuc virws mKSKNiyj) to tiik ccrsni, on swiminkkntai, grAi.irr

Witnesses found the nviiontnental |mtfact tatements in fomglt-
ance. with the Nationa nvnonmentaIP |cg/ ut severa I] -
co |n S were noted. Cntkcs argu e thnt t tatemeP wehe t0o onP

mlterscime J‘ c icit comﬁan% rdso the three. corri-
dfors ome also "dievell that testate(qd rpttted SQQCH'C in-
ormation or analyses, such as recent design and alignment changes



and comprehensive Information or impacts in
he |srs)ueso reatest concern. to WIFI)% ?IHCT geg
a(ftso teArctlc ational W ,dleRan ge.
ocial and e onomlc Im acti In A
rﬂgacts on a]da especia Cy e%ilan natlves
economic costs and benefits of transporting

in %!wo of ne pro os?ls long-ran eeffects of pi ellne construction,

net natlrf

Ias an n? %as
|ona |str| Pon of Alaskan as to the lowe 4%?\‘staes
|manons or future resourcedvelopment |nt ort

eline_construction momtormg
Other g me?t 1SSUES we‘re Impacts on Alaska's fisheries and
effects on coa nqh? icntion deve p

e ru“odnﬁh&%;g e

unanimous in
orriaor; mos enVJro ment anlza ns S HI% erre
f(ernatlve fO the r corr OI'S eq atives of t

a|r anks

tat tk [A 3, local governments
testﬁ‘g/m% voreHdh EN"& out " helievin |tgto c%] dp
reatest Socl nn econ mlc eneflts ort e sfate. magor

est, East Const, nﬁ hor ? trlbutor an tra Ion
o[nJJam%ssxp art &e orth S en2|e corn or. %3{

tlc ro osa temst rea le nml one th

WI|| ensure dellveryo le reatest volumeso gns |rectly to markets.
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REPORT OF JUSTICE THOMAS R. BERGER ON THE MACKENZIE VALLEY
PIPELINE INQUIRY

b BT L e
Canada’s n or Irontl

it telsrmpa%e rl)tf the. cof-
it Tomip i i il
en where a q om Bts ou b it T Qese
|r tp frca decrsrons fo Ife tnken by those who have been
elected to make such ecrsrons

Thomas R. Berger. Queens Quarterl
% 9Spr|ngy1078

e Mackenzie Valley Inquiry was establi or March
b‘x@rder In- Eouncl o?yth 0 ernment o? 8nnndn le Zlh
hrsto&tfwo vo umenv> rr Eort to. theMrnre ?rof 1an nn
ort ern ffairs, re (] P/ ommissioner. 0 nquddy ustrﬁ
Tho ﬁ;er er this sta/olume Justice Ber e resses
ovef socra evrronmenta and ec nomr rmpaccs Phr 0Se nnt—
rgstrart]sport lon s st ms on the Yukon nnd Northyest
torre ecific emp asrﬁ aced on the possible Impacts of com

elri-
Mac en?re aF

etin
I e
yle malr AatBr e eassee dV\rlrln Rge%nﬁ re omame?e ter nse nlgrrej ?n itions
51 ecommerPd0 trons fltowrnéa grom thg Mac%)nzhe Vallg &e H
ur(n/ should not be constryéd ns re resentrn Ee polici t
% 8 vernment o artmen ts commo rac

any De er o
trce In r]nngn to estanlis egmm ssronsoHe ind tostudg
lons "Vhile the Government 15 und ef no ob 8atron to accept Justr e
Cgrrge esratrleocr?mmen ations, they will, of cotrse, > given serious
%Ber er reports theDIUatronaI Ene Y}Foard ndrn nndr uts
from Gove t nnd ¢.sources wr contri ute the re
process len mgtownrd |na Government decrsrons

M ackknztk Vam.kv PrrrUNF Txomny Commission™

MT. Jvsticf. Thomas R R krofii

OTTAWA,
1077.
Berger Rejiort: Northern Frontier. Northern Homeland.

[, JuFtrce Th?f%f erger’s re ort of tho I\Qackenzre Valrev
Pipeline %UIW I ed rntg ouseo ommonls? recommenhs
thnt, on envirorthental grounds, no pipeling should Tie Built ncross the

(179
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North m Yuk n. It s, e other hand, feasibl fr m an enyiron-
mentamptomto view to urvda 1D eIrnenIon tsh T\/Iac en |eVaI|ev {0

tr from retic owever constryctl me
Ia §the ackenze, Ifa‘ oudbe post ond %yearspoa
nt trme or) ,us sett ement of natl m em I-
est at on the assoft eevrdenceb[ Li<qa ore the E
as ets

EJnerth étgte%\“hr an rou 15 a%}h CrQss apsh% smnrhern \P)I]ngoﬁ

rse[gvrr]ronmenta re era eto proposed cro srnpo eNort ern

8 e Berper S re]commendatron?goTrh ot mean that Cnnndmrhs ust
ere t

renounce tP r northern pas nnd ol ort said that
ernment. of Canada accepts, the re ommend Frons contained in this re
Fne at the time of

ort. anaﬂrans can puild “a %p]zre n? }r(pcp
errownc oosmp ,nlonp arouteo |ro]yvnc e
NG uﬂge Beeper sai that the decisions fncinp Canadians about the

are. not simply about, nqrthern pipelines. They are de-
crsrosaboutt pr)oteﬁtrono ne noPth)em envrronﬁtelgttaaped

teutreotenorte
[?IOH on ICIII‘IR poals: re e enc S nn Irations (
where] t ﬁép& € repre tSt ea vajce 0 q1e INa. S rial

R
?rontreP orothers rtorsahome and ugpe%erger -aid.

-Judpe Herper set out the assumptions behind his recommendations:

ave proceeded on the assumption that, n] dpe course, the
m us rraI 1l re |rete as and oil of the esteﬁn

ctic, nn tt e hare t transported alpn t
Mac zre mar ts in the Soyth. | have alsq pro-

eeedca_on t e asgumptron thnt we mtena % r1protlect anﬂ
serve Ca a asnort em nvrronment nml t é mVe a
we intend to onod&ﬂ £l Itimate claims an

Bata 3of
rve people ese assgm tions are eﬁt ed n
35 eraI govemments expressed northern policy for the

Q prp) eline comp les. Cardran Aérctrc Gas Prpelme L'd._nnd
Foo |IIs reLrns avep se |pe lines to rrnpnqa%fro
rc Ic %t ackenzre consgmeﬁ ouf
Arctrﬁ as\prp sst rrn A}Was an as from via t 3
p e |[p gash pjn g acken |e elta an
deliver to mar ets |n anada apl the nrte fates. oot Ills pro-
posre]s to brin ﬁn% i(out from |trn Mackenzie Delta
e .man te o the Mac enzre Val e}/ Pipeling Inquiry .was to
determine the social, envrronm a nnd ponomrc impact,of tin* con-
structjon o at%nsAprpe Ine %n e cumu atr e [mpnet oé an ener
[ tor

corridor from tic, an commend the_terms and cnditions
thrb %“dh‘ to he rmposed on any r?ght n} -Way ref such a prpeﬂne were

Thds is. Volume | of tge report of the Inquiry. tt deals with thg
broad social, economic and environmenta rmﬁact the pipeling nn
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corridor. It contains hasic. recommendations to.assist thf Goyern ent
rn determrnrng when a. rpefrne shouﬁj e burﬁ where 1t \n

nd w 05
L\/o e repor rsrn eparation and will be avai u.hrs
sur\n/rn%er ?Itt] w[ircontar terms a J go 8rtrons to be%mposeg ]? a prtpe-
olume T includes nn opening letter. to Mr. Allmand. the Minister
Oft}grnrﬁgn go\lol\rl]grtﬁernAﬁarrs LIC rsasummaryofq ége Bergers

edyre OeTr%?”sdaart 0”1 arreecarsmfﬁ)elrllow% ipeline be byilt and no
ener ;?errd r be estab shheg acrosstfte orgﬁeﬁ %kon alfong O,ther
route.,”_This means t report re e 00

terior Routes proposedat) rctic {ecgrrng gus?tom Jaska 1o the

ik

Rouenn nr?leernSald tchoartrrcliformrg rneI(! 3bHI|}o?e8e nhae Cvga
ngr Sr‘fert]rme tn F?r%gegrlrjgaie CT %ureg @tng %frtge Iastgre carlr
ervatrnno h orcugrn nrh>ou herhrncomg)ta%ewrth the buj
i t%as %gelrr ﬁ e establishment of nn energy corridor
ueq I trc ;ﬁg e{and ene ycorrrd ann the Interror
oute rnt (i Yuko have N rmg
thf e row, % er er sal \R 0 mt
et% metey e o oeF ereT t})fearrtwrl
e§rth yi errvrIIa e t el Ir an t elr a
il '%Q}@ 'or ree mene Pﬁat a National Wilg ern ss, Park he es-
trona

ot er Wi dr as eﬁﬂ)oratron HprP ine coEstru tion
an In ustra actrvrt must h% ited wit ﬁ e
I e o
Al oF leg%way Route acPos the southerx Yuko ﬂrc?ge B%rger

Some of the concerns aﬁout wildlife, wrldern] ss, and engineer-
H nnd ﬁonstruc 1on (5 nt led me to reject t rrrdora rﬂ]ss
t H ?ta&pgearto D vrnt

Alnsk a Ir%VYn " oute route \rvr nestab s e In-

<rthepn Y ukon, contigupys to rctic Na-
angeQ 0 rotect t?t Merness tecanbou birds
Oil a

frastructu Vi w t econstru tion 0 erne n on?
this route vrroulh t t réaten gnn r? rEu ations o
ukon or n 10 0SItl0-,

any sa>ecres Int
fo endorse such. ﬁute an assgssmento socra nn on?mrc
nrmact must still he made nnd nntive claims have not In*en

Jud e Ber er views the Mackenzie Delta B nnfort Se area r]
zH petro rovrnc nltemnkrn reqar Ipe rne
tetr %er ore ane o and e Ioratron] an eveI gme
ereec % ﬁ ose » *Ute, across t ckenzi ta
Wh?re \?vrha protect the Delta unrque ecosystem, the irds nm
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Judge Berger rec mmendedawh te whale sanctuar ees abI
m west Macke zr a rotec t calying grounds
stron rtew rsd rv rom Its pal r urea
re out, e Ber er sa nctuary,
goratron and eve apnient wou be forbr en at any trme of he

ch <\ the orlharE pot ntra+ of the re lon s, he reved fo lie
ore be eat e ort he re ort ECO nr that it nas
een con?% to ern Snatronal Interest to neatr
extent 0 g eseives ut ur ed restraint in a rovrn% %y
xplora on an eeoromenlt reatest concern. Jn the eau
earste hreat 0 l f F erger said: cy r]
technr Ues resentya t% ? successfu rn ontrolling
orc ani ma orsgr IS remo? rctA area.
rover?tree ts.In tech oh Governen\r/gﬂtlon ane a E 833‘”“ ag | ills
receg urtheradvanceggfrnd stry.In t eBeauE rtg " addr on
annaa 1s “pi neer({r n]thrs rortier and esta rshrn estan args
rtl May, we gur e other crreumpolnr countries rn uture Arctic

Ano erk menda n rst eriod of 10 ear will.be
eurre IH atgzenze r da {Nesr%rn Arctrc toysett atrve
claims, nnd to esta rshl\tenew strﬁur abarb ams
ett lent, wrlI ennl r elrnes ould be built u tr ese
een’achieved.” But sol f Ohn enviran ent% pornto vre
? er er sald, avec ncluded thnt | rsor 61easr le to build

hhpe,'”reunh‘mé%%sﬁ S N A

eigd

eline compan e the pipeline ns tin unqualified pain to

%Be Nort‘hIp hlut ?t rspnn Iﬁf se @%ngl thnt the r@ejr]rjrfe wrﬁ solve
e economrc ems 0 the report, Arctic

on to
ro ect h on des S‘1odn one 0 the reat constructron
s rn mso cap ta ex ture ercon ny rrvae
rrs r rc ne wou rre co struction
ers hﬁr rn rastructure rves ware ouse
nrrstrr s an eets of nircrnft, tgctors onr*h ~MOVETS, tr c snn
trar ers. “The IJnrge Ine contracto union ve m rtparnt nt
native northerners nre no(g %un to. hol Ied
In 1Brpelrne con?tru%tron nee
go s, mostly of a technical nat
sonnél from the South.
udge Berger snid:

Ta convrnced trn* non- renewable resources need ot nects—
rethes e asrs ?fthe northern econognay rnte future.

rthA hengfort gt rel rtevtl]a nearrlesguergg vestrnqulr(%the
Fee natrve c0p Ie fo, enter s Ing ustrra sy fem without

omin ete ernen ept on It

N ec nom Das ernrzatro of huntrnr? frshrn?
and tr Pprn9 on e rr:rent me nnd ‘1”93 aa emen
on small-scafe enterprise, nnd on thc% orderly deve OrP ent of
gns nnd oil resources over n period of years— thrs IS N0 retreat

Ipe’inc 1S anl there wrll%osnllr%ﬁ%
Erg \ ¥ PH require qunl |ﬁ3 per-
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H"g“’etgﬁ ansttbarsaetgeorn il and 5p i ons o Rorthern

The report stat :“The so(? zﬁl costs of burldrnn eIrne noi/v will
e enor ous an no, reme %a ro%(%ns are oreﬁe
1 wrtnessest tso

ma orrt
nfraurr m te% Xla)h he rngsolex ressed therr e so

erne Wwou OHSUU tIO \gO ore
lism, tearin €80 rne, In ur € lan g](? 0SS

er ldéntit a Irlrpreopgzlfur?ge ergers id, “l am persuad

ears ar
he report re ommende that “the natrve People must be aIb

a cho|ce gbout tﬁerrow utu P the nte hsa proved goro
asett to claims ta es a%e ure ﬁorth and tho
Hace e natrve (ﬁ orﬁ

in e ec have been
ecld e r them.” theretore li ones t? f]o Im ose
nn | lin t

eseteentatwe nownw—an e nat

0 e now hefore the Ink rs not ach revet elf oas
s00n rea rze ust asten rve peop on the. prarrre rea-

% acentu ?o ns the ’jettlers poured .In— hnt the actual course

event5011te ound wil| deny the romrsest nta ear on pape
ere ort Efntde outt . %)er ecom Ragneoeﬁ ust
| eave

? hnegbturre re”}r e C%t% ,p

I with
cern.abqut constru ?rons |g§u|ne u(? ﬁer g expresgﬁgﬁe

e
r trc as can meet 1ts construction schedu%e acrosg he Northern

Grven sn uncert rnt es “It seemstP me unreasonable that]the Gov-
ernmento anndaf ﬂrv unqu% fied “@ roantoarr t-0f-wn
fovrde TJnnncret uarantges to the project without a convincin
utron of these cancerns.
inde

h ort ajsor mn\e ded th the overnment develo
en nt bo owledge on the northerp environment, nvr
ron ental, impact, nnd engin errng ﬁsr n. nn constructr N’ under
8trc and P ennafrost con rtr%nsht rrcn ormation
ovide 8overnment ith t kno ert nee In mnkrn
an rnt g r] rsptosr 1on 0 nor eveo ro os?]
nh tereort erereer estt%
nnrtsm enttelnqtrr vnatrve eopewns ywou e
re nrg ? grve up Ives o s HJ e ne It were t
ro eed licfore there had eenasettlemet o ative claims. ITe said:
P 0 grven the most nnxious considerat hon to ether or not T
shou e nny refetr)ence In this report” to t estateme s m%de at the
anurr ﬁout possible “violent reactron tP the pipeline 1t 1t w
it st, settlement of native ¢ h

tﬁe‘rlttt e% 8grtrn%tjli»er nored. N m who benrd therﬁvg a?nc(liucf%g

tliat they were said in earn%st 0 not w nt anyone to t |nk
gredrctr ann msurrectron Tnmsaving there |{ the real possrbrlrty

sobedience, n crvrl disorder . flint— id occur—
might well ren erorderpy political evglutron of th mot{th impossible.

00-220 0—77---13



PUBLIC LAW 94-586—OCT. 22. 1976
Public_ Law 94-586
94th Congress
An Act
To expt itt* ft decisiou onktllls I|r|n|||dve¥grOgtﬁér}Okpaurup%ism” llus to United Stales

ic t| trd the Senate and 1tonne ftepn tentatiees of the
fotlle f?\ymer?oa?n Conyre*g emgred P

SHORT TITLE

S This Art ninv he riled ns tiie “Alaska Natural (ins
Trar?scﬁborrt]at!on Arto 155]8 y

coXntiEsSiONAL, hmumis

Sec. % The ('ott r ss finds nnti declares that—
1 atu s sutpgy shortage exists in the contiguous
StaﬁEs f e n|
he%

rtaturah asin tle State of Alnska could
Si n |cant toalewatet su Pl|y Bt ﬂ
e exg t| ns Pstmetl? via qtural ([1ns trans:
g tlon tem elivery of Alnska natural gas to United
ar ets IS in the natlo al mterest nd
ermlna |o ether tP aut orhze a transporgatlon
lver as a nuturu asto t econt| u%us tates
so w ich sem ose?ct Involve (questions 0 li (1
ortance res ec |n natt nal energy ﬁ mternatlona rela-
t|o S natl nal econ(i |I nmenta Impact,
%eng 0re.s ou toeratff] aF dres the Congress
nd the President ina t|| to those, Fede fe sand agencies
&smgne unctions under law Sp Etamm to the selection, construc-
tion; mil initial operation of such a system.

statement ok purpose

Sec 3 Jhe purpose of th|s Act is to Prowde the means for tanklm
oun ]@cA as t selecti a transg%rtatlor} system, fo
|ver of Alas ana ura as ) dacom t%u lates foe constttt#c

BI’GSI initi e ation by providin Pro[égsr;[ICé%UUUP Jh

ent an ongres the SGI%C'[IOH
P(stem IS aatt)rove un(%:r this . Ct tO GXPE ite. Its constriiction an

ILIni operation Imiti Isdiction (f< the courts to
Inke

ﬁVI%Nretctfo aclg}'(l)nsal,(l)t (%rl(tjer({# { ISCe ; Olr n(i ﬁlesermlt Egl S#a Imi-

tat on 0 arf]mlnlstrat Ve dB/I’OCE I€s an ?r tatlon nf

% ICI?] proced urshea 0 such actions, To_acco ?s h.this purpose
t | ,ntent of t ongreﬁs {0 exercise éts con tltutwnal owers
ules}e tent. In uthori atlﬂns and directions ?rel _made,

tli articy arg/ Wlt res ect to the limitation 0 dUdICI review of
actlo s of Federal officers or agencies taken pursuant thereto.

90 'TAT. 2903

Oct. 22, 1976
[S. 3521)

Alaska Natural
Cat )
Transportation
Act of 1976.
151°SC 719 note.

15 USC 719.

15 USC. 719%a.
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90 STAT. 2904 PUBLIC LAW 94-586—0CT. 22, 1976

DEFINITIONS
IS USC 719b. Sec. 4. ."a used in this Act:

1) the term fé\l kg natu s meansn as derlv
fro t area 0 Ré t enera Z} n ast
edera

s

Noyt oeof lagka, Including the oﬂtmen reo

02 hg term §ommlssmng means the ower

ﬁ %e term “Secretary” ]ealasl;he Secretary of thelnterlr

f e term “proyision of Jaw" means ax? grovmon 0

Fe ral statute or rule, regulation, or or erlsudthereunder

5) the term “a Eroved traps 0r ation SH eans th

m for 150 trn Lortntlon 0 ,? a nat as esl nate§

the rESIF %Ur R 0 section g Qa angd ap§rove
Joint resolution ot the Congress pursuant to’section

FEDERAL I*(WER COMMISSION REVIEWS AND RETORTS

Proceeding*. Sec. D. Not'-ithstandjn rovision of the Natural (iu*
PUPEN*ion, Act or an Jl( 3 Rrowsgon onf l%\ﬁ tﬂg Bommlss on shall us end( all
12 3% 73 8‘; eedjn s&enl ilore the Sommission on the ateo ctment
: this Act relatin o% system for the transportation of
ral gns ns soo R g mission et rmmes to g ractlc eater
such” date, an thg Commission ma se to act on atlon
endment thereto, or other retiH sts or action un atura
sAct relating to'a s tem for otrans ortatlono A ana ura
suntl SuC me n EIFIQH of the Presi ent esignatin
Eas stem f g rovnI takes ellci t pursu nt to ection % n
a ecision ta es ect pul']suant {0 SE?IIOH 5 ) the Presi ené
ecides not to es rr]1atre Sastlcurgus%stem or.a rov unaer section

ang soa wi]est sFectlo
jm event a eu t ident desi natlhn sPch a
pr R B R
B H g pBre rggnt e '

ant to sectlo It an ITaccordance wit tg o|3|on S
a cert| icate of public convenience nnd necessity respect’ng suc

F In the%venl&suchade%smn ofthée (e&dentdoesnottakeeffect
E suant to this Act or th re5|dent ecides not 1o, des| nﬁaesucha
}/stem un so adwsest 0 on e Hsuant to section [ esusBeg
- rlnr#arag |5ﬁubsect|0nsha In*rem

Recnmmenili |sfs evIew a RH“C&IIOHS fortelssu
non, *ubmuul a certl Jcate ? AHUb c conven ence a GPecessny rela |n ?
In President. the transpo%tatlon 0 s a nntur 8 ? Ing nn”tho ?
enactment’ of this Act, n ? nts eretowhlch nretlmex
made, nn t r cons eratl no alfernative transportatio
gstﬁm which the Commission terml £s_t0 Ik 110010111t submit
t ePrﬁsa r?t not }ertan ay 1, 1> arecommeg atlon eon-
garni % e selection 0 (% aftr nsportatlon sa/sterp uch 8F1
mendation ma]y la~ In the form o h %ed ertl ly]catf of puhblic
ﬁonvemence a necessn or in such ot er form gsh ommlssmn
etermines to |e ap Pro rgae or ma% recommend that no decision
ﬁ gectm the sel ecton% trans ortatlog }/sterﬂ Is* made at

time rgursuant to this Act. n ecommendat re5|

a&aa%awwaﬁwaﬁﬂ%am
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& ersor? to conFtruct andl&perﬁtg Jhe system, which per n shall Ire

rence nd neoessr Fyoconstrﬁt an
recommendation I

a.trans rortatlo tem InV?] VIr;g ter trans>orlution, InC uae pro-

YISlOg (or new (‘X Ies to the extent necessary to anure direct pi %8

aﬁ%é j
(aSéVIeWS m ar ument

teCom ssron ur uanttosuc
mrnes to

il

aw th at vrrloulig Ott rgpvrrrssselor?avaepgp%1re to the prese tato of dnta,

|cant | hi or acertrfrc te of ﬁ]u éc cotn
rirate suc syste suc
or an all-land pipeline tr nSPI rtatron S (tiem or
at ral gas contemporaneou ornIs t
%untarns p|n trrr 0 ontrnenta

g Commission rule, provide_for the esentatron
smbXLor tngmmrs i0 orapJ er%
procedures as t Eiommrss eter-

? OFI'IatQb t0 carry OU'[ Its FEWOHSEJ tretso Ut Qﬁarr?t

his subsection. LIC ar a
tnstanain rovision

VIEWS, an

ar
(>) The C gmmrssron ma ﬁge daF
from any Federal agency ns the. Commission . etermrnes to leneces

sar

ex

ass%stance S afislurf)rr/rrt suﬁr mformatrofn

ear est p ﬁctr

uest such information nnd assistance
ro rrate to carr 0 t its responsibjlities under this Act
88? P requ to su nert I gor ation or p rovrﬁ
ommrssron nt t

t
ble tyime after ecer to 8omm|ssron reﬁi

C
A mr sion sha E Hnnv recommen
ctron % are ortw |c all Is-availahle Aote %
arnrnﬁ sis for such recommen aHon gn Inclu reaﬁ
alort trnrr system reviewed or considered a drscussr n of t

90 STAT. 2905

of Rule

Cooperation,

atro%lunder “E%)Prt public

ach ear of the 20-year period whlrch bggle with the

frr ezg Iowr g the date of enactment of this™Act, the
volumes of Alak n
ural ug%t hrcg wou)d Islava
rreﬁ\rjW
Volu

e it 1 L s 0 o

é gesf?e)cts? eacP%tEe ﬁ&toorr% dt?rscrbbr%jflc% é’ rﬁr[ara#]rla%r&rlg
tqé) yo eotegemanﬁeso Eterng{?\?eorfuelealvarlab eS averS alrg)%on
0 s ortages gP naturaflgns occurrrngarn such region ? r eac

such
the |m>Pact upon roIrI Irtrorr

e syste Provrdes a rineans for the

ortatro to e tates mar gsof natural res urcef or
commo |t|es rom sources In addition to the I'rmlhoe liny

dcli vécr

envrr?nment | %Ené)aets

terru tr%lrtr in deIrv r, i
fons l‘C % schedules. un

?S or f’i¥| r(])aCCUIJ' ring aggs%gblﬁlg? Jtrge(rie#agtolps il

easl |Ptiy
t IKIth I
L B et o g o, e

\'w:/"m

fo

——
—

ns%ortatron C0Sts ande da r?rvered prices of any such

lenc 0? ﬂ S'ﬂ(” ang orperatron and potential
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TrtntporUlinn
evtiem.
recommendation,
vubmittal to
President.

ISUSC 717w.

Environmental
impact statement.
Hubmittal to
President.

tonimmla,
«ubrmIUl to
President

15 USC 71m

Public
availrbili'y.
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Re(%ms wiJi the first year following the date of enactment of this

{iog the es%mate of the t%tal delivered cost to users ﬂf the
as to etransp rt ﬁem Wear for Faﬁ v‘tl/ear
?}te ot/(:at1 t?nre%to R r|ns ith the Tirst year following

ﬂf
ability and cost of anding the system to. trans ort
ad |t|0na vqurXes of natura? an mgexcessyo |n|t|ar system

an?%r%t)i }/‘Qseost't‘t%‘ere?taé'?ﬁ&aﬂ‘sadc%”edst? s A e kot

13 such other factors as the Commission determines to be

The recommendation bv the C Sion pursuant tot iS S0 -
tlott ihallno I|e ba?éj on ?he ?act? at t?t (908 rament of Canaua
or a encies thereo af % hen renocrei ecision as to

irtnza(t%?nna dpa a pipeline system to transport Alaska natural gas

eCommtssmnr mends the rvaI f a particular
tra(n ntoorta lon” sy m|t ﬂt’ep Bres nt \Rnth suc
recommen atlon nr |d ntlflcatlon o thes %II'[IES and opera-
tions which are pr 0sed tq Je CNrompo& t in tho term “construc-
tion and  Initial gperatio |n ar ert esco o |rect|ons
contajned In aectt niKo t s Act %e ergts and con |t|ons
ermltﬁe under the Nat F ic |55|r] deter-
ings 1o lie aﬁgro priate or inc tésmn in a certl hcae 0 ic_con-
venience ; n? c% Ity to ElsBue res ectm{; suc stem e%om
mission ‘hall submit to resident contempora eous?/ Wit hts
report an nvwonment |m art _statement Pre ared re« eetmg t
re omnt sst m, | . ami each envitonmental Impact State-
ment whi ave ee "prepared respecting any ot er system
reporte on un this section.

rernr.it nr.iturm

naf i) ML Rl
r%l n}lnemUtlon and rep OF ert e IIIIIInISFlon d |a(§ [
o aska natura 6lj

tive me
or tra ortat on' o as very to the
contl%u us% é ch comment I I|eg ndpc av Ia%l\e/ to tb

g re5| ent. when su |te Im, un SS ex
x from ﬂt irement In,w peorl art by the re5|
sectlon ft.it lfl) ? title ft I'n ted testo
wrlt cn comment S clude tnformatlon W|t In the compet nt*
Hitch Federal officer or a enccy wit resBec
environmental considerations, mcludmg air ami water
ttglsla %lsett a%rgns ortation systems:
% Inferna Xnnl re tlonapmc? (? yﬁesta us ami time ached-
iilt” for an ne essary. Canadian adprtfro als ami [gans
f1 na ona ecuTity, rtlcu securltyo supply;
urceso In ncn rca Ital cos
- elmpact t ijmin ¢competition;
r?ﬁact or] ationul economy, mcludlng regional natural
ga qut emenls; an
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relatlonshlp of the promlsed transpnrtntion system to other
nno nat ona e er |7o

Iat [ t an the Governor of any State anly

tate |t mmlttsl n an ane/ other Intere ted

son ma su mltto ent SUC wr Iften comments a/vt respect

to the re omme ation nfn eporto the Commission. nnd alternative

Mste(m or deliverin ska natural gns to the contiguous States ns
they det rmmeto e app uI

ot |nter than I 19e77 each Federal officer or agency shall

ot to the Pre5|d8nt thnth rea ect to actions to ?h ta g by such
o icer or agency under section relative to eac transg tati on
sx }651 rte on b the Commis ) and sha
clude such

ion_un er section n(c
i)r d encK/s recommendations. with. respect to

o T

any provisign o Jirsunnt to section In con-
1t,n%/cétPopn wllat any (?ecmon of th %resmr nt whieli demgnatte Eu system
o owing recei the President of t eCo mlssmn recom-
mem atiops. heg Couh)mijon Knv'ronmentu F ford
mtereste ersons nn opportunit llo resent or an wntten data,
VIEWS, Ia Q”hts esp tin envnonme |m act state
melnts il Jﬁt }f Sl n un ersect on nter than
ounm nV| mentn sha F mit 10 A
the S|%en a report, | -ton raneous made
avalla tlw Council'to ¢ c summarm datd, views,

and .a ents e and se | ort teCounuswewsc

ece
cernm‘g?t ele af g/ ctual su c%n% each such enviro men?al
Impact” statem ot e[ mafters related to environmental impact
ustlic Council COHSI ers to lie relevant.

)(L 001 1S pra tlcabe after 977.luiinol
Iaﬁer than %ae(thdA Rtﬁt‘h ?Jres nts af] go (]jeCISIOI’I asto
ehera rins urnm ?tem or verg of asanatural
3 P (nﬂro ed 1 nder 1liis Act. | termines such ss
« S Bgeo cu f ecision sh%II deS| nate sueli us se or
g f olva purstant to s lion 8 afng nconflstent al
1 {0 a Slﬁe \{(ery’\j) |as a natyra g rP |ntj
tnm st 0 %untmsmtec tinenta n(}
S tes The, President |l ma in |s eusmns all ta e mto consl %r
the Commlssm s recogt endation pursuant lo sec on
tvalrt nder section an comme ts submitted rs cth
d ecision. to 5| nate ystem fol prova\ asﬁ
%ﬂtor'?n |entterrr(retsttnatton as o WhIC system, | any sad serves t
. Th re3|d nt, for a |mit<ml 0‘ up.to 90 additiona é calendar
>z«|J ater PF ler 1, 1977, mnv dela tessuanceo emsto}n
é Al ransfmtt ereof lo th e ous o gpresen atlves nnd t ?
enate, If lie determine® (r ﬁs ng enwronmené
part statement dp dpared eIat|ve llo as stem e Wishes t0 o IS
or t at any re enwronmerlta llmp et statemlent relafive In n
tem I|e s lo enjisidi'r is % or fnetuillv. insu Fleﬂt or
thatt detlona t|me |s }( atlon|m to0

% Ise nlreessnr o ena
so n nsmr}] atural gns transpor ﬁ
te3| ent sha %mpﬁa/ nt In_no case a g ater than
eptcn sf 1)177. notify” t use of Representative® and the

90 STAT. 2907

Comment*
submittal To
President.

Report lo
('resident.

I<glcirt In
Prettdenl.

1SUSCTIU*,

Tran»mittal lo
I'onftrrM, delay

Notice |n
(inngreM.
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Sen aeﬂrfot%e S0 dela]ys is decision nnd submit a full explanation of
on orylreltore a ]hlt 1. the Pres dent deter ings to delagl
|ssua cea ransmrtta f |s ecision qh e H e resen
five.” an 3 ur uant o ara ra J) oft |s ubs ?ron
_ mfa aut onzea not mo % S In the atﬁ takrn
Notice to 0 ctronstecr et msectlonsonn ds e resrdep Rromﬁ
CoitfpeM. notl ou eo Re resentatr es ar] the Senate o ? aut
n II"'explanation ot the ba IS 0T any such

|za’J 0 de ay nnd submit a
jtr ns

g ejgaﬁ:gjsgs e S Rt

scrrbet e nature and route of the system designated for

np q
designate 4 person to construg, nnd erate such a system,

whic Persé] naﬁ Het e epgfl ant, ifa vr}?ncﬁ?le Po ert
écuaceosg IC CONVENIENCe an necessrt to construct and operate
fy entrf¥] those facilities, the co str%ctﬁ)n of which, an
thoe Oﬂt rations, the con du or W encompasse
etem constr nan initial 0 eratrg urp 5e

|n|n esco e directions contained in, section )) of

|s Act,. a in to con Id er tron ny recommendation of ‘the
ommrs |on¥v

an i ey rovrsronsof aw reLatrng to anP/ ?etermrna
tre of e ra rora ne astow einer trcate
mrtr ase or t authorizaion a le ISsU

ted rovIS

atrons W I%K re suE)mlme

onst (e Presr ent inds g% é {o Ve eter
ecrsron Il > require

warver ursuant tQ sectonMa) |n or er o ermrtt |ous
N onstru tion %nd Initia tio ré ansportatio stem
Qitirman, After a ecrsrono &eP S| ent esr natr arhA s Jratura
ip|ininmt. g rans ortnt’ sse %p under s the res
hall It an offi er0 te States, wit teadvrce and cr I-

a
sent olt I%e enateri1 nate aﬁmar ¢consrstrn of such nH qfl- c,
Bohnte with f mi consg the Senate, 0s chnirmnn
a such ot ehrndvrduasast President getermrnes apgro riate t
Serve on suc dp bx reason 0 round, experience, or positian
to serve ns Fe S£ %t c ns ructrwr such transportat 1o
P{stem exce'rl)tt at no such individual or officer ave a inanc

a
erest roved fransportation system. Ulr}/n Enaciment of a
E)Ht rFso ution rpparstrﬁnt to section 8 approving PSuch 3 system the
ederal jnspector s

Joint_ eurv¥ill*tnr stﬁblrls joint sur]verll ce nnd molgrtorrn? reement,
S iR IR
oliontiet tor 5.0 o uc |0n 0 the approvea transportatPH system

aeo
’l T nrtorcom |a ewrth Ircthe Iaws ndthetermsund
|0ns e eert te r| ernr
or ot er n |on issue un er secr n
P monrtod |ct|0n aken to assuret ycom etron of e xI-
{r L%Iesan the achieveme t] ga {tg constructron
control, safety, ami environmental protection objectives and
the result* obtarned therefrom:
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gsr%nhg Surt T

I n| i?nt] epartures %m compliance and 1ssue rruarte
re Ol't 1 resident and t I’&S% é)r\cernln eX
a/tentra fnl es tg meet constrm I0 CNeE. UFS or other fa QH’S

Ich ma %X(t € COHS'[I’UC'[IOH en itial’ operation o
¥SI ? the gxtent to w I()h| ua It 0T Co structron cost con-
t ety nnd environmenta rote 1on o0 ]EC'[IVQS have been

ePesr tdeter nes to desr te for roval a trans-

EKI"OSW'[IOE‘ system JOI’ \rerg ﬂﬂA aska natu as {0t §COHIA uous
uc

sres on ||es
H( Tr the Presrdent aT ti eCor;?fless current mformedrci

tates ?%l entl EC SIOI’] such terms nn ? IOPS
germrss derexrstn law as e rmrnes%p ropriate (iJ' INCIY-
lon with res ECI toany I sname or aut orization Qirected to lie made

purs aﬁ]hto n t
ecrsro [the President made pursuant to_syimection (a 21 rammy* m
OM fsectron shall lie fransmitte t Isitl Houses of Con res ngrer™.
shall lie consrdere receive EB ouses for the purpos so t

secHon an. the_ lirst da on which both are IH f isron oc urrrneg %
suc decrsrPn s trans |tte BCh de- sron all |eac om ang
report exp mrng in detnif the basis t .« ecrsr ﬁ

nce to the facto sseé orth n sectrons w En the reaspns
or a’)élre |sron modification of, or sulislitution or 'the Commission

rec
f [eétort of thfe Presrﬁient ursuant t]o subsection Sh% of this Kinaapal
sect] nshal ontain a financja ana YSIS utetransgortat svstm 51I?>l>»||>
designate rgp roval. Unles te Presid tgfesr
reeot submitted piu auunt to ectron f at e re so iinlci-
E es thatt nate rrvate 3 cn
tr cled, erate 1S re aso e ac g qre
tv, mmen conc rnrn o ex mg ml lina cr
aut r|t ortened orne d0 (innnel thorr
Pg |sdefrsron undersubseetrci ef r]esrdent shaJ
hrm § rongll appmprinte con 8 the views nn
o trveso t ate the (ioveminen % 8nn n, and other govt n
ik el s e e o ok
men %Y FreUnrtedag]taIe F § t?rp %

ter
IC ref er

tales, the (ioveminent o ané ,and
ernmen

i T
Heﬁin?tte construe as ame (%OY otherwise.a ECtIn%rlt 'chS 0}

ave Pecn |dent??|est? yﬁré’ res b nancrng sﬁjlrseelr n ?

nt piinuinnt t
ve nrvirw
Src, 8 (ﬂ An decrsron undersectro or8 desrgrratrn% fo[ PEE*T 7lof.
Rroval ran%ortatronsstem or% liver

kljijll. tak lig r(] ctmen ornt rgsolutron wrt in the
5 ida contt %r%us session o )_%ess
(e n

Irst

?thnu on tle- ef (f thedasleo f recel enate an
?cntn fo ? rrsron transmitte rsuant to sectio

or subsection ( X tills section.
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éﬁ ) 1f *ho Con ress docs not enact uch a 0|ntthreso tion W|§h|

%&? V\yﬂperhe eXﬁIrarFOSrlld% L ﬁwt ﬁgagtfteno ma TO 0se a

e o'?”sﬁ"hs % spaﬁwll ¢ s el sy ol b

accordance Wét t aHd transrgnte tolteHouseo g
senta vls E te enateo the same oth are.in ses n
and sha|l take efre ﬁJ)ursuant to sl seco éa 0 thlssgctmn [n the
gent that a res? tion ~ respecting résident’s decision wa

eate ty vote of either Ho ?e no nﬁw decision nf)aey ho transmitte
Pursuant 0 this subsection unless such decision differs In a materia
?Cect rom t eprew? E eusmn

R Ff Burfl)oseso IS Section—
ontinujty sessmn of Congress is brol. n only by an

ad ent sine al

J&é %” son WhICH |theré-louse is not in session beca SE 0
éournm ntof m? entg 3 sto day certain are exc ude

Snt olrg Stﬂ] aste%ﬂo% It a%tea caen ar eno
as an exermsF of tho ru nYakln%g ower of each House of
CP %%sa_lresgectlve (ias such 1t Js ?me a part of the rules
£ac res [ X butaplca e only with respect to
Er ce ret ouse in tlie case pf resolu-
tlt()P escr |ed par rap of this sybsection: and It Super-
ﬁe% other r to te extent thnt 1t IS Inconsistent

i a'éh!t“qgofw oL ot o st

reduns of that e) at any time, IHt esame ma nernn tote
) ame xtent asint ecseo anY other ryle of suc ouse
“foltin” {] ur oses of this Act. the term ° resou on mean a
joiut res tlo eresovmﬁclguseo which |ss
0use 0 ep eaontatlvoi enate ag rove the ent
%on on nn aska natural g transpor}

1on S stem SU mltte tO t;

g an en ironmenta
ot staFgements tncnuked relative Io suc sgste su mitte
P dPer\t s decision are |n co P nce WI'[ Hra
M usc 4321 nV olime tn olic %t% 1tV S a et erelns

rotf. f| the date on. Whic Er Si ent su is decision oIhe
ouse 0 Re resentatl fs an the enate; or B a joint reso utlon

de i |n

Referral to % i\ g |ntr0 uced W|th respect to a Pre3|ﬁ ntliil
rongrraiinatl |so or an as U natura ns ltnns P U'[IPn system  sha
committert rre mor ommli tes nm reso ut| S Wit resgr)ect
nte nlne %em ntla eu 10n 0 anatura ns trn |5(IJ tn
Ion %y?;t rre tot me com th r committees)
g/ resi tho th enateort peakero teHouseo epre

ntivces, as t case %

4 R/ &) mltﬁee to which a resolutlon with respect to a
f residentia deué% on an Alaska natura’] éransg rt tIOIA srystem
P gen referre r]?t rejsirted If nt t ndar days

ter |ts referral, TJ rder to |t er tlo |se arge

mm| tee from further con3| rat(? suc resouthon or t? -

B ge such commlﬁtee from con (L ration of n.ly o er resolytion

res?et t0 SU(% %I e]n €cIsion n nn EA natura t%I’]S
anspor 1on System wni ern refe I'I'Ed 0 auch commit
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(B) A motion to. discha lie made onI Py an jndividual Debalr
far(o ]n the resol tron SH [PB hI rrvre y ge htrtma limitation.
not |# made after t mrttee res wrt respect
to the same Presi ent islon on ES a nat ra astr nsp rta
sstem an ate ereon S a Imited to hot more t
to 1€ dlvI e e ua hetween those favoring ami those o pos
t ution, endment to the motion shall not be in arde
%]n |ts not |e| or er 10 mov to reconsider the vote by which

ot n as a ree too
8} ﬁ th |0n o |scﬁ’1a%l e IS aqreed to qi disagr Fed to, the

n nm not he a e wit ’%agect 0 any ot e Le olution” with
a(Eec to same resrdentra cision on”an Alaska natural gas

ort
P en anv committee Irai regort d, or has been drscltarged
fro fur er C nsrdera on of, a resolufion, hut | no case. earlier
t an.5 g/s aft r ate 0 recer t0 res| ent ecrsron 0
eCon%re ea any me herea e in ord ven ou
Iprevr otron to esame t as |s ree t0
Oﬁ ecnsrertrno %soubt emoonsa
[ ¥1p er(T; a n amen ment to th
tro ot I| r an

|ts a not order to mov

rec | er[t) vote vw |c em0t| n Was ree oord |sa r
ehate on the reso Hon 8 f‘] |n su sectron

sh be limited to not more than OLH]S and on a resdp

escr hed In subsection fo one hour. This time shn

il for e Psenm"t?ié'eb%te Sl e G ?H rﬁs%#r%"’

me ( mot |?n to recommit the resou |on(f al[ not lie |n or eh
an |t sh | not fa- in or drto morae to rec nsider the vote |y
utron Was a ree % ?r thereafte wrt
sm eno consr er any other resolufion resjieeting t
sam tta
gnl otions t% 0 ge made with respect to tlae drs.char
fro mittee, or. A € consi t]on of a reso t| n.an naoHons o
rocee to the considers! m of other business, s aI lie derided with-
bt eals from the decision of the Chair relatin tothea lica
tron fthe ruateso?nne Seemrteort%e HouseofFf res zm/ pg 3
case may Isl to the procedures relating to a resolution shall lie decide

WIthou e ate.
ej e Presi qent shall  fin ILat re urred environmental
t statement T atrve to t e ahs natgral a Erans portatio

e i T
menta] Fl & fn]ﬂ §uc Hﬂn |eng fE llF lP ortg In (tJhe ey 4o
ort o te resre ﬁ nitted un der séction 7. The Pr ;
f L hrmlpa
v

€s10€e
%U ement 0I’ modl g env 0 enta ct statements e areé
ISSIOH other era or a%qlencres n SUC Submittal in

e |r0nment m act saem nt n! e s m - rongmeaalonal
Eoraneousl wrth tﬁe transmrtt tet enate and House of7 pre- committrra
f het Iresr ent's decision pursuant In section

atives

tr)]s ction
Wrthm 20 davs of the transmittal of the Presrden sde ISjon  Krjmrt. submiiul

to § Congress under section 7 H% or und ersH|s cron! ?tn to CVwKIfM.

section, tt tile Commission sha submé rt]resare ort

commenting on 1. ecrﬁro nd _nclu mg an¥] mation with

regard to (Wut decision which the Commiasion considers appropriate,
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md r(tzt) the Council on E(m inmental Qeualrry sha(] rovide an
ni y to any interested pv. oon to pres al rtten data,
ws nn g ents on uny environ enta impact statement sup-
rtted b p ensme t refa trv to an stem design ed by hrm
or anﬁm whic r er nt rom m re on r
ssion under sectron c antl s e Con r
orts m arrzrn any uc rewsrcerve commteesr
use o 0 o w ich a resou ron een re erred un er
uct hearings on t e oun5| sreBort nnd

tron
j ude |n ort ot‘C tt[t]e commrtteF respecting such_resolutiop the
|n in soft ec mmrttee on the Irg (tf actual ufrsdenc ran
envrro menta |m act s the President’ relativ

ement su mitte
to stem esr nate [y im fora Bﬁrg
g ( t} ime e&ndecrsr esrﬂnatrn atrans ort?tr
svs e
res ent rn st nt any Crovrs
0

to the Congress pursua t fo tfiis section, IT
aken under sub secr 3
cons

taw alpg 'Cﬂ e to_ actions to

nt 0 re uire walv

or er to permit exp rtr t etron an initial lﬁ)eratrono the

0 Veant/earnt% tﬁtL?r?SStetnCotner resident may submit such pro-

p S f?a* wal erf wrth resi>ect to actions to be
Fr subsection (a or *c) of section >Cean enactment of a

lgcft re cﬁlog trrgtisaencpo 35 rtha sub ectronﬁ(g;ft CetrgQ?
il tB t%tn g on the gatea Per”ttre%y%e" (Rt By the onate

£ss
ang Toluﬁe rrsoF ﬁs,quajtsrves 0t %uﬂcor resofl tron referred to in thig
ction IS as r ows: 0USE 0 e re entasrves nn

genaée d pLOV%r € walver 0 t € provisio ns pro-

85e t} efrd nt, submrtte d'to the %?Gg
the rovr |0n ot q Nk eetsgrgrrln g\jn%f gcevtvrllg}etlp]olcrtatr ‘] 8
tJ e date on wenrchnn resr ent's mrts%rsdecrsron to tne House
epresentutr esa Senate.

0 Case 0 actr n wrt tesgect ton A mt resolun?n descrrﬁ

h rgsu section, the p rase rvEro rovrsron of law" sha
esy stituted In sullsetlio or the phrase “the A'uskn natura
gas IrnnsfHirlnlion system

AI'TIOtIZATIOXH
) To t{?e extent that She takrn any action whr h is

VISIQn sha
fake b
roceaures, S

the e Itr

necessa %r rcinlc ction an |n|l 0 erat on tho
approveti thﬂ system re urres a certr | at % fw
S., OI' ot er auth

E it tlo K" 1SSUe
rceror z}%e , Suc edera o |cero¥]a enc
l lest"extent Permrtte y the “pro srons of law
ad nrstey1 y such ofricer or agenc
rs dss e
WUV, enss other “authorizations at tho onrliest

l re%arc? 0.an grovrgron of law vyhreh is waived
',% aar(}tJ to sectio r grant such certiticates, ncrmits,
cti
G dl(?; Y'f}actr ns of a Federal offrc ror agenc with resyMct t(% con-

tion 0 ]Jcatrons Or_Tequests or he”Issyance or grant
ce tr Icate, ri g rmit, s(e or ot raut or zatroﬁ tow |ch
su sectron (% applres sh | be exﬁﬂ ited an any suc application or
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es shnII Cprecedence over any similar applications or requests
eerao |e 0r agen
}/cem cte rlg t-of- Wﬁlg permit, lease, or other authorizaerms tod
0 |ssu?d 0 Hrante aant ? direction under subfectlon conditions.
all include the terms and conditions re ured aw unfawatve
gursuant 10 a resolution u Irsectton b q Htaly include terms
n condttlons ermltted gntaw except tW|t spe tﬁterms
ggenéonnbttlt?vrl]t t>aerq Iean sucOt trheeu”reovmon 0 era I| Lt
* %Orlt eg s nndp dp

'[% Includ tions a WOU
C an € In e pasiC n ture q] era rOU e 0 the a rans
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revent oJ Impair in an% Sl?nl icant respect the exiedi tIOUS COI’]SUU&
such transportation system.

| ongt d initl eratl
* (m ral officer or agettcy lt% respect to an cert|f|cate
B t ] to wa £ase, or aut orizatjon |ssue d%ran ted
Xsco ror r# nt >er|e [ laws
ministered by su¢ ce or ca/ orab rotg te an
erm or cort1 ition nc |ns et| cate per it, r| -0f-W
ease, or 0 er aut 0r|z on except t W|h res>%etF nly
action whic ﬁermltte ut notr |re aw suc ra offi e[
ragui, not ithstan mg rows no %
aveéto ut or| tot ke suc atlon the te ms an condlttons to
would. com e a ch ange in th e hasic natug

enera route 0 the rppiove tra sportati n, system or
oﬂter%/ ’Pﬁ] Icant I'ES@X ot f}te expe tIOUS

ISG I’€V ent or l
ch il peran of s oo T sppies
tﬁ(? al aymlnlstereds%y SUC %cerpg

e ete |e nan under |

enc Innn. cert| Icate, élermlt (5? dp 5y gase odr
th atlon |s Ued or Pt nted tosetrms {tn op tions identifie
the (resident’s de| 8 m%l » for inclusion ceéat

e re |re[ne f to Include sy cht and gondl 10ns sha tlimit,
e Fe eral officer or agencysaut ority under subsection (d) of this

JI OICIAL HKVIKW

Ec lo. (a]. Notwithstandin in}/]otherprowsmn of Ia eactlons 15 USC 7101,
of ederalo IC rsoraenc S a]e \Pursuant t0 section (? his c
shaII not Pmmsubject t judicial review except, as provided In

A tﬁﬁa{er f:alcts %V %”ll%vthFo tﬁtﬂ'rt%” |e0(ftatthelsu%(etc|g|]o tle t?sroe ect
., {ET r&t] ms alle nﬂg p t an netion will deny. r| hto undey the Con-
sti dono the | nﬂe FS orﬁtat an netion ISI excess of statutor

hurlsmlﬁtlon naoUt %Eé th an |ta58|rﬂs o S}f]?ftv(tlnStathoayt” tI sucé
actlogalt%e %an d‘ U lpe rtg/njt)? that ||e nat know 0 ?he action

COmP ebf>orson ?Ctln n the C reymst nces
not ave 0WI’] e mag alm%

ac |n |
e, e

¢
A claim under subsection ( Il Is- barred unless a com-
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ecral Cﬁourt Sugh cqurt shal| have exclugrve uris |ctron t0. de;er
me a rocee r gern accor a&ce with é% oce res grerna ter
rovide no qt % tates, tate er
|tor or oslsessron 0 (I]e nrte tateﬁ or o tho drstrrcé
3 have jurisdicti n 0 utr suc clarm inan orocee in
in |ut£ rior to o on or a ate o e ac ment o
(t sucl] rocee ssr earrn an com-
ed att eear st ossr es aI to eqreatestext dpa(ctrca
e take prece ence over t er ma ter lendin ont %c
the court at tl at time, a he expe f
coy t a uch court sha ren r |ts ecrson relativ aim

Wlt |n a s from th e nte SUCﬁ'g claim. is rOLIgE’[]t un%/essfs XCOUH’
determine ﬁat a(ﬂr I'IO 0 trme IS requirea to safisty require-
me(njs a nite OHS Itutl

2 enactmen orntr (iutron nder section 8 a rvrn
|sr P of the [%sra nt sha?f he oncﬁlusrve as lo the I%%(i
act a utricjency 0 eenvrﬁonmenta OWact vments submitte
ﬁ F t" relative to the approved transportation s stem an
cour shall ha e£ur|s iction t conshder’\irBl trops respect mg ?
f{rcrency 0 suc tatements under f tional Environménta
Policy Act o
srm.r.MRVTAL. k.vfohckmknt aituoiiitv

Sbe, 1 ( a? ln add: ion to reme?zre av |I Ie underorlrer(aé)tglicable

Rhat any person .sW.hne”verV ét?” enra ficab %%‘3 cion Of [
adamr s¥er% or enforceabl 8 sucﬁ eraé’e‘% or any ru1
requ aftron ororqerundersuc rovision, incl u |n ny'tern orc ndl
tion erfilicnte, right-0 ot er authori-

ermrt lease,
sation, ISS eg or granted by SIF\IA‘] fPeer or agency suco orricer or

agenc
J y ?]ue a compliance order requrrrnP such FJson t0 comé)I?/
such provision or any rule, regulation, or older thereun ef,

%2 brr acrvrlactron in ccordanc hseetron

f l issued und rsu S tron ry state wrt reason

i S e
ermrnes 1S reasorrab\i\e akrng Into aceorﬁ‘a (r riserro sness &y rf

vro ation and any goo | faith” efforts to comply with™ applicable

ujre
% L U]on are ueslt of such officer or a%epcay as t?e case ma¥
the ttorne Gen ral may commence a cVil &ction for ap r1propr ri
|ef Inc| A)crmuncnt or te?q nary .In un?tr ra.civi
ennt no' toe ceed #21i.owi P y or vialatio so ecomp iance
er sulixcetion Arv actjon. U IS SUb ectdon

r er BUE ?rtr éstrrot ourt oé the nrteH %tajes fol, t
éd{ a?(y ant . Is logate Frness

sueh corirt "Shall have sJurrs ictjon P “Fastiain sucﬁ vroalo
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RXI'ONT I1IMITATIONS

Sr<\ 12. Any exports of Alaska nnturn| gns shal| U< subject to the
requirements ch th% Ntatural ﬁan Act nnrj ectron 10% fu *ﬂ Energy
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Y1 SO, S o (010 18 o

g r y_ma be exported to a glon other than ana 4 or
ﬁlo the Pres ent m stmake n E 1sh an express finding that
such expgrts, will not ?ums % quan |t or ag nor
increa.t"the total price nf energy ava| able 'to t e | nite

EQCAt, ACCESS TO PAdILITIES

Sec. 13 (a %t) here slhall he mcLudedl the terms of anv certificate
ermit, rlg gva ease, or qther autho- naBlon issued or granted
ursuant to the directio scontalne In section ? IS, ct r0|
lon that .no person seeking to tran t] nituru a n th e

9?5%3 ; t.ﬁate%"”aé%%& ¥ ”‘S 5 10 E%e{n o r°¥“ser°v'|'8 o’
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rate charged for such transportation.

ANTITUI'ST LAWS
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0T 'tre antitrust laws.
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BECAIIAIILITV
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e m|t [l , 0r ot Ut OI'IZ& on, granted or Issued
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? romul te S I’U ES S ar 1 CCSST[’X to ca&rx out the pUrposes
0 S 56 '[I orce this seell n n r es 5)
ﬁ ent provis|
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t
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Vi USC 6212.

Pre5|dent|al
finding.
publicslKia.

IS USC 71%

ISt 7

[ Isi :i'fm

Pi ISt 717,

1@] Igll(]ﬁ?.l%t’ltam

Hairs.

ZiUéC 2issM



90 STAT. 2916

Report to
(ongres,.

43 1SC 1651
note.

43 1SC 1651
note.

T e 3

198

PUBLIC LAW 94-586—0CT. 22. 1976
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COH cton w
ern di
I %ngﬁn'r{%’é §?£‘t%tsr“e|%mad%n?$’ﬁ 0 Syﬁt%’s*}d'é‘n% %@”t' lce gtaﬁ

eport a statement wh IC demopstrates t e m at th e EIVGI’
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To the Residents of the Upper Tanana River Basin'

At ttﬁ annual Board, of Directors meetin December 197 MeIIre
Terwilliger, representing the Tok community, asked for Boar ort
for a forum to be held in Tok, Alaska to give residents in_the ar
opportunity to have a general discussion about the Alcan Gas Pipe ne

The Board a]greed and. authorized th Exﬁcutrve Director, Mr, Smetzer,
work with™ community . leaders an organizations in the region
%lurt?ﬁgyfoarfrtrhve In drscussrons with gas prpelrne officials to help set Up a

Through the enthusiastic and capable effort of dozens r]) Peé)ple rn(s
area a forum steerrag commrttee ormg , toplcs se ected, agen gs
es ablrshed rcrtny Issued, e rnvrte and the forum con

3 forym ever have o curred without the efforts of these
dedicate peope

Funds for reIrmrnaIrgl work and . for _the main ¢ sts of the foru were
agprove Alaska Humanities Forum and (s atrona owment
the Hu anrtres with supplemental travel fun s for outyrng vrIIarIres
E by . Northwest =~ Alaskan oPol % ompam/ un?s [( Lr
aratron of thrs report were Iprovr e roug Etate 0 Alas a
eans o legislative appropr[ron initiate anana
region’s representatrve in" 'the Alaska Senate, Senator Jo n Sackett

Partrcr ation in_the forum itself by residepts in the region, state
f[ederal offtic?als by veisrtrrﬁ)j Canagians, and 9 offrcYaIs of
Northwest Energy Company was welf over 350 people.

Both tge staff of the As?ocrstron and the gran(u Boar agr rnbers who

attended the forum In A rl 8were please ave

tunrtx to work with 3 to assis eople of and oer
Tanaha In meetrno wrt %as |ne ofrcrals ar}]d rn dl)scussrn?
many, many, significant |ssu S problems which must be considere

and “resolv yd in"the construction and ‘operation of the proiect.
Though. almost. everyqpe at the forym exprffs sed their Bleasure with it

it | *thrn thri tbr cable of the project itself that the sliccess or failure
of the forum will etermined.

"Serving the People ami Communities of Interior Alaska”



Pregrdent Carter gealrn fer Kans(? ?rt on July 15th of this yefr
rTred he f%r re ource era overnment to assure garly
cons ruction o the asrne _The feaeral Congress is conir errng egrs
lation deane Ide Wnpaclr assrstance Jo areas like the rﬁger
Tanapa which must trmate ive. with and deal with the hu
social, economic, and po |t|ca drsruptron and opportunity which accom-
panies such massive projects.

In view of these. things, we believe this report is, most timely.
sincerely (frope it is aps% useful to those 0? you who ?rve In To aynd tYrvee

CA:JES:bjs
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PREFACE

Residents of the Upper Tanana Region are asking questions today about changes that will come
about in their communities over the next three to five years with construction of the Northwest Alaskan
Pipeline Project. Approximately 140 miles of the 731-milc Alaskan section of the gasllne will puss through
the region and close to the "highway communities".

In order to prepare and plan for the activity to be generated by a project of this size, residents of
the region need information. They had some questions they wanted answered:

- How many people wu he project bring?

WIll there be employment opportunities for residents?
- How will it affect existing lifestyles in the area?
- WIll it tap our existing resources and services and to what extent?

These questions were but a few raised at the Upper Tanana Regional Forum, held in Tok, Alaska,
April 8 and 9, 1978. Nearly 400 residents of the area met to ask these questions of each other, gasline
officials and resource people from state, fedcial and Canadian government agencies. The forum,
sponsored by the Fairbanks Town nnd Village Association for Development, Inc., at the request and with
the extensive cooperation of the Tok Chamber of Commerce, the Upper Tanana Development Corporation
and many residents, and with financing through a grant from the Alaska Humanities Forum, provided as
many new questions as it did answers. But those attending expressed in their evaluations of the two-
day event, that it was an opportunity to begin the information ext lunging process. It was a chance to
identify areas of common concern and avenues of communication for making those concerns known to the
parties who can do something about them.

This report is a summary of the meetings and discussions at the forum, and an update on gasline
impact related acti '<ties in the Upper Tanana Region since the forum.
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INTRODUCTION

I.  HISTORY AND GEOGRAPHY

The Upper Tanana Region lies in the southeastern comer of the Yukon River drainage of Interior
Alaska. The area includes several early settlements of the Tanana and Nabesna Indians, a nomadic
hunting, fishing and trading people who occupied the territory since before written history.

The oldest known archeological site in Alaska was found at Healy Lake and radiocarbon dated to
11,000 years ago.

Non-natives began settling in the area in the later 1800s in order to trade furs, and. near the turn
of the century, to mine gold. The Forty-Mile area - Chicken, Jack Wade Creek, Nabesna - is mir ral
rich with approximately 505,000 ounces of lode and placer extracts recorded.

Permanent non-native settlement after Alaska statehood has always been marked by military interest
beginning with the development of Fort Egbert at Eagle, Alaska. Eagle is also the site of the j-st
incorporated mr..icipal government in the Interior, and it continues to be the only municipal government
in the Upper Tanana region.

With the beginning of World War Il major developments began occurring in the region with the con-
struction of the Alcan Highway and the lend lease exchange program with Russians. Most recently the
Coast Guard has completed construction of a Loran C site at Tok thus continuing the military's active
interest in the community.

Renewable resource potential is high in the area with several hydro-el.-ctric sites, arable lands for
agriculture and potentially abundant commercial forests.

Continued uncertainty surrounding Alaska's federal lands have stifled development in the region as
it has in the rest of Alaska.

2. PEOPLE AND ECONOMY

The region is primarily a trade and service center for overland transportation, including a strong
tourist trade of visitors entering the state via the Alaska Highway. Many resid nts work construction
trades during the summer months and trap and hunt during the winter. The primary employment of the
region is in state or federal government or in service John catering to the tourist, transportation,
energy nnd communications industries. Recently with the completion of a Loran C Navigation System
operated by the Coast Guard Tok also hns a large permanent military establishment.

Alasku Power and Telephone Company serves Tok and Tanacross; all other communities in the
region generate their own electrical power. All water systems in the region are privately owned wells,
and sewerage systems consist of septic tanks and cisterns. Solid waste disposal is managed at a landfill
in the Tok area. Public safety is provided by six Alaska State Troopers four in Tok and two in
No-thway. A volunteer fire department serves Tok, Tanacross and nearby residents. Medical services
are available at a clinic in Tok, served by a physician's assistant, and first aid and preventive medicine
services nre provided through village clinics, stuffed by health aides. One ambulance serves the entire
region, with about six people trained us emergency medical technicians, ffceial Her-dres are provided
through a variety of state and native corporation -gencies. The Alaska Gateway School District operates
schools in five communities for 434 students  Twenty-two students in Tet-in attend an eight grade
school operated by the Bureau of Indian Affairs, and ..bout 75 students are enrolled »n correspondence
programs. The University of Alaska has an extension office in Tok.

Ix>cation

Tok Is located at the junction of the Alaska and Glenn Highways. It is 205 miles from Fairbanks,
328 miles from Anchorage, 555 miles from Juneau and 1577 mi'es from Seattle via the Alaska Marine High-
way.



Population as of December 31. 1977*

Tok 735
Dot Lake 266
Mentasta 152
Northway 378
Tanacross 128
Tetlin 107
Eagle 150

In additiin, the region is home to a few hundred "bush" residents.

* Source: Division of Public Health, Department of Health and Services, Tok Office.

Climate
Average " u'perature
Period Min. . Jan Max.
January -27.8 " -15.3 - 2.7
July 42.8 55.8 69.3
Annual 11.7 25.0 38.3

Average annual prccipiation: 8.9 inches
Elevation: 1,635 feet
Local Government

Eagle, the- oldest incorporated city in the region, was allowed by the U.S. federal government to
incorporate at the turn of the century. The remaining communities in the region nre unincorporated.
None is in an organized borough. The region is served by six Alaska State Troopers.
Industry

Tok is the major overland point of entry from Canada. Another point of entry is located at

Boundary, Alaska on the road from Dawson City, Yukon Territory. The region is primarily a trade and
service center for overland transportation, including a strong tourist trade.

Regional Employment (Estimated Year-Round)

Agriculture 0
Construction 40-60
State & Fed. Govt. 73
Finance 4
Mining 10
Manufacturing/processing 20-30
Service 50
Trade 30
Transportation, communication 10
Education 47

Hunting, Fishing, Trapping

Many area residents nre employed in construction industries during summers and trap nnd hunt for
n living during winters. Over 170,000 acres in the region are traversed by traplincs.
Military

The United States Coast Guard mnintains and operates n Loran C station in Tok. The station
transmits radio-navigational signals and services the Gulf of Alaska. The signal power of the transmitter
is 1 million watts  Twelve people are attached to this full-time facility.
Regional Medical Facilities

One clinic, serviced by a physician's assistant; one Public Health Service nurse. Hospitalization is

available in Giennallen, Fairbanks, and Anchorage. Tok has ambulance and emergency medical technician
service.



Regional Educational Facilities

Rural Educational Attendance Area #16 operated schools with 35 classrooms for 434 students, 36
teachers, and 2 principals in Tok, Dot Lake, Mentasta, Eagle, and Northway. The Bureau of Indian
Affairs operates an 8-grade school in Tetlin for 22 students and 1 teacher. Tanacross will have a school
in September 1979. Completion of the new school is set for the second semester.

Transportation
Trucking: Lynden Transfer; K & W Trucking; Tok Distributors; Midnight Sun Distributing; Sea-
Land; Weaver Brothers
Airlines: 40-Mile Air Taxi - charter service
Bus Service: Alaska-Yukon Motorcoaches - scheduled service
Taxi: Rapid Richard's Taxi Service in Tok serves communities within a 50-mile radius

Churches

Roman Catholic Assembly of God
Baptist Faith Chapel

Public Utilities as of ing '978

T«k is serviced m Alaska Power & Telphone Company. Utility rates for private residences are:

First 100 kwh $. 13/kwh
Second 100 kwh .12/kwh
Next 800 kwh .095/kwh
Over 1,000 kwh .08/kwh

Telephone monthly rates are $15 for businesses and $12 for private residences.

Houjln--

1-bdrm. apt.rent: $250/month
2-bdrro.  apt.rent: $350/month
3-bdrm. apt.rent: $400/month

Communications

Radio Station: Armed Forces Radio Network, received locally

Television Stations: KTVF and KUAC, Fairbanks, received locally via repraters

Newspapers:  Mukluk News, published in Tok on first and third TI ursdays of month; The Spicier,
published in Tok on second and fourth Thursdays of month

Recreational Facilities

Tok: VFW Hall; Recreation Center and movie theutcr; gymnasium; hockey rink; dog-mushing
trails; campgrounds

Dot Lake, Eagle. Mentasta. Northw”y: gymnasiums; hockey rinks

Recreation in the Tok region ait>0 includes hunting, fishing, hiking, snowuiobiling, snowshocing,
cross-country skiing.

These facts were in part gathered by the State Department of Commerce and Development. Al-
though for the Tok area, they are fairly representative of he entire region; Tok is the center of ac-
tivity for the surrounding communities.



3. POLITICS AND GOVERNMENT

From the Native population to the Alaskan individualists in both the bush and town, Tok
area residents seem to enjoy the status quo, with its freedom from governmental taxation.
(All Alaska Weekly April 14, 1978.)

Eagle is the oldest and only incorporated city in the Upper Tanana Region. The remaining com-
munities have no formalized local government and none is in an organized borough. Access to govern-
mental agencies that provide services in the region is fairly open to residents who have some inter-
mediary, such as a regional or village corporation, or an interest group such as the Chamber of Com-
merce. On an individual basis, some residents find communicatior, with state agencies and pipeline
officials a simple matter; others do not.

Within the region support for a concept of local or regional governmentto act as therepresentative
for the interests of the area is mixed, and discussionof local government is heated.

"Interest groups" in the area who act, to some extent, as channelsfor information to and from
residents with regard to impact include: Tanana Chiefs Health Authority, United Crow Band, Upper
Tanana Development Corporation, Tanana Community Clinic, Tok Chamber of Commerce, Alaska Public
Health Service, Alaska Division ef Tourism; (Tok Visitors Center), Alaska State Troopers, Upper Tanana
Regional Council on Alcoholism and other state and private agencies.

4. THE ALCAN GAS PIPELINE

Northwest Alaskan Pipeline Company is a subsidiary of Northwest Pipeline Corporation of Salt Lake
City, and will be the operating partner of six major U.S. gas companies to construct a natural gas
pipeline from Prudhoe Bay to the Canadian border.

The pipeline route will parallel the Alyeska oil pipeline for 539 miles to Delta Junction. It will then
proceed southeasterly toward Canada along the Haines utility corridor ard the Alaska Highway. The
Alaskan section of the project will consist of 48-inch pipe.

Design and planning for the line have begun and will continue through 1980. It was anticipated
that civil construction would begin 1980, with pipeline construction start-up in 1981. Delays with
financing, however, have pushed bt k the construction schedul at least one year, according to pipeline
company officials.

The project is estimated to provide somp 1,00 to 10,000 jobs in Alaska, with some permanent staff
in Alaska after the pipeline construction is completed.

The State of Alaska ha6 developed stipulations for a lease agreement with the pipeline company, and
hearings have been held in Fairbanks and in Tok to gather public comment on the stipulations, which
cover areas ranging from right-of-way and land acquisition to provision of impact information services by
the compuny.

While many unanswered questions still exist with regard to the project, observers havo noted the
Northwest Alaskan Pipeline Company is gathering information from communities along the route at a much
earlier time and in a much more comprehensive fashion that was done prior to construction of the trnnr.-
Alaska oil pipeline in 1974.

5. THE ISSUES
Gas Pipeline F.mployment

One of the most talked about issues regarding the gasline construction is employment. Some ob-
servers in the Upper Tarana R« ‘ion have commented that they fear people in the region are counting too
heavily on pipeline jobs to solve the area's unemployment nroblcms, which are significant.

Exact unemployment figures for the Upper Tanana are difficult to come by because of the regional
statistical boundary designations used to show workforce and unemployment used by the State Depart-
ment of Labor (Tok, Tcttm and Northway are pnrt of the "Fairbanks District" and tho remainder ot the
region is lumped in with the "Upper Yukon District”, which stretches from Boundary nnd Eagle lo *'ort
Yukon). An informed source in the department suggested thnt a reasonable estimate for rural are.s in
the Interior would he triple the rate for the Fairbanks District unemployment figures. In July 1978,
that figure was 14./  According to recent Alaska Department of Labor statistics for March 1979 the
Fairbanks rate is 15.5. This would put unemployment in the Upper Tnnnna Region, according to the
informal formula, at more than 46.5%.

The Northwest Alaskan Pipeline Company has said it is committed to using qualified Alaskans as
much ns possible in the construction of the gasline, but there nre alii' several problems associated with
viewing the gasline as the employment panacea in the Upper Tanana Region



- There will be an e-imated 1,300 to 10,000 jobs on the total project, significantly fewer than
on the oil pipeline;

« Many of the jobs available require skills that few people in the region have; and the la-
borer's jobs will be short-term at best;

- Training programs, though available through the University of Alaska extension in Tok, do
not focus on construction employ.-’nt.  Training for construction jobs comes primarily
through union apprenticeship programs;

- While the project will provide some permanent jobs, they will be of the type that require
specialized skills that cannot be gained in short courses or on-the-job training in the period
of time left before construction begins. In the 200-mile stretch between Delta Junction and
the Canadian border, fewer than 50 » rman >nt operations and maintenance jobs msy be
available;

- Even with local hire preference and job training, experience with the oil pipeline showed that
people from rural areas could not afford to wait for dispatch from union halls in Fairbanks,
and the time required for notification and travel from a village to Fairbanks often meant '"te
job was gone by the time a worker got to the un'jn hall.

State and Federal Government

Residents of the Upper Tanana whether or not they choose to adopt some form of local or regional
government will have to rely heavily on the sovereignty v»d public protection responsibilities of state
and federal governments during the period of construction and operation of the gas pipeline to protect
their individual and communiry interests.

Despite expressions of concern and despite some isolated efforts to deal with the problems of "im-
pact”, neither the state nor the federal government have established either plans, programs, procedures
or policies necessary for the exercise of those responsibilities.

In the 18 months since the forum, other than the work by the state's single socio-economic impact
coordinator on stipulations - a position vacant since September 1 - there has been no significant effort
by the state to examine the record of Trans-Alaska pipeline impact and to define its responsibilities to
protect the public interest.

In order to anticipate problems similar to TAP which will surely accompany Alcan construction pre-
cious time is being lost which cannot be regained

The federal government has progressed somewhat further on the issue in .hat the President has
recommended and Congress is actively considering legislation to assist small communities in their efforts
to cope with National Interest Energy Projects. There are some important concepts within the proposed
fedderal legislation which it is in the state's interest to consider. However no such consideration is
underway.
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METHOj OLOGY AND ORGANIZATION

The methodology and organization of the Upper Tanana Regional Forum was similar to the organi-
zation of a forum held in April, 1975 in Fairbanks and titled "Fairbanks and Interior Alaska; a one day
community forum on growth."

The Fairbanks forum, like the Upper Tanana forum, was initiated by interested local groups and
individuals who then asked for organizational and financing assistance by the Fairbanks Town and Village
Association.

Early front-end financing - critical to the success of the two forums - was in both cases made
available by the Alaska Humanities Forum with funds from the National Endowment for the Humanities.

Structurally, these forums steer away from a rigorous format with formal presentations by a series
of prominent speakers. Rather, a flexible and dynamic exchange of opinions and information between
various public and private officials, citizens and taxpayers under several loosely defined but generally
recognized topics seems the best way to achieve the goals of the sponsoring organizations; to help local
people figure out how these massive projects affect them as individuals in their jobs, their family affairs
and their neighborhoods.

Basically the individual forum participant should. be encouraged. and should have every opportunit
fo formti(\ateyang expres t\]elr pergonaf FtJ:oncerns irectly ﬁo t% visiting of?lmals who rolst pﬁmner o¥
ater make decisions on those concerns.

From, this fundamental principle followed
\e/\%crﬂanconducted In separate proomf under t%e

Selection of topics, lists. of people to invite, %nd. eneral interpretations. of Wrat kinq of issues and
ﬁ]uestlons were mod current in t e[ﬁpper Tanan %gl Wlere t e£espon5| ility ot a local steoring com-
Ittee representing several Interested groups in the Upper Tanana Regle .

The members of the committee included the following people;

Norman "Wally" Wﬁllis: _ _
Prebident, Chamber of Commerce; Owner Tok Spieler; Runs Stale Manpower Office

Hon Taylor: = . :
Board of Directors; Chamber of Commerce; Manager, Alaska National Bunk of the North

Charlie. Blederman; _ _ _ . .
“Director, Upper Tanann Regional Council on Alcoholism, Inc.; Alcoholism and Recreation

Doug Euers: . ) )
gHoard of Dl[ector, Chamber of Commerce; Owner, Douglas Excavating; Hoard Member, Fairbanks
Town nnd Village Association

Melhe Terwilligcr: . :
T\)I[ertor Tok Chamber oé ommerce; Socrctary of the Board of Directors, Faitbanks Town and
illage’ Association; Retired Storekeeper

Bob Ix>hr ,
Executive Director, Upper Tanana Development Corporation, (RurAl, CAP)

Th? Co m‘ttee met frequenctlsysg? dlsguss these maﬁters and d;otdeclde th]etoé)ilcs and to establish the

the organjzation of hoth forums into about 10 general topics
ratheFJ minimal authority ofua discussion chaln%an or c%%w-

agenda for the lorum  The ‘topi ected and the people selected to chair scussions were:
Busingss nnd Tourism Highways and Transportation:
Pauf Smith ElnrmgTJoytnson P
Public_Utilities and Telecommunications: Education;
Mark .Springer carl Peterson
Job Training anil Placement: Women's Concerns:
Dave Maxwell Mcllie Terwilllgor
Social Sergi%es.{Housing, Health, Alcoholism Rural and Native Conct-ms:
Uusfc GritNIT 7 s e oo "BoBHHrran nnif'Clen Mirunde

Pu (I)|ﬁit§aég%/uLueg%al Services/Fire Protection: Lagﬂlaﬂpplﬁgnculture;



To nelp the discussion chairman or chairwoman keep the discussions at least somewhat relevant to
the general topic, information packets were prepared, and each group was charged with identifying its
own issues within the topic, exploring them and preparing a series of recommendations for resolving
them.

These reports of each committee were presented to the assembled forum participants and, once they
were typed and duplicated, they became the basis for the formal report of the forum.

Coordination, communications, publicity, preparation of materials, housing and transportation of
forum participants, recording discussions, preparing iwllow-up materials and reports for both forum6
required two dedicated people full time for at least six weekG prior to the forum, and a least three
weeks after. These two people, Chuck Marunde and Su Emry, were, in turn, backed by the enthusiasm
and voluntary efforts of literally hundreds of people in the community.

Therefore, the committee reports in this document are preserved without editing in the same form
as they were originally approved by the respective committees on the day of the forum. Since it has
been over one year since the forum we have tried to update information and repond to 6ome of the
issues raised in the committee in the section titled "After the Forum."

The "After the Forum" section was developed during interviews with discussion charimen and women
during the summer and fall of 1978 and were reviewed with people in Tok during a meeting held on
December 1 of that year.

We hope this document will be used in formulation of public policy and programs necessary for the
preparation, construction and operation of the Alcan Gas Pipeline. Those who use it for that purpose,
however, whether they be reside ts of the Upper Tanaua Region, officials of state or federal government
or industry spokesmen, should recognize that decisions '-n this p”~ject in this phase are highly fluid and
dynamic. Fundamental assumptions relevant today can be rendered irrelevant and invalid tomorrow by
national and international events far beyond the control of the residents of the Upper Tanana.

A the community level thi* problem, seldom acknowledged by public officials with mitigating re-
sponsibilities, is one of worst and most disruptive of the "impact" problems. The lead time in advance
of "onstruction mobilization is the most precious resource people living and working in a srjall community
have available to them. It is in this period where the public costs of impact assistance are least ex-
pensive and the potential savings of tax dollars the greatest.

Failure by government agencies to supply information, statements of policy, and decisions of re-
sponsible officials to interested local groups will be the most expensive failure of all and the one which
is easiest and cheapest to avoid in this phase of project development.






COMMITTEE SESSION REPORTS



a. BUSINESS AND TOURISM COMMITTEE
DISCUSSION GROUP CHAIRMAN: Paul Smith

COMMITTEE ASSISTANTS: Terry KirkendaU
Carol Donnelly

Approximately 30 people attended the sessions of the Business and Tourism Committee. Concern
was voiced on several topics. The concerns that the committee would most Uketo draw to the attention
of Northwest Alaskan Pipeline Company, the State of Alaska, and the Upper Tanana region include:

1. One of the most widely discussed topics regarded the highway during the actual construc-
tion of the gas pipeline. Tourism is Tok's main business, and the people of the community
feel that the gas line equipment could hinder the flow of traffic in the summer. The im-
mediate effect, and the long-range effect, on our tourist trade is of major concern to the
community. We would like to hear from Northwest and the State of Amska concerning how
they plan to ensure that tourists will be able to travel the highway unhindered during gas
Iihn_e construction. It was suggested that the State of Alaska and Northwest work jointly on
this.

2. The committee discussed with Northwest representatives and the state representative the
importance of providing training to local people for any permanent jobsresulting from the
gas pipeline. The committee expressed the hope that all the jobs could be filled by local
personnel, as there is a shortage of year-round employment in our region. At this point in
time, most of the jobs are seasonal and tourist-related.

3. Small businesses in the region have a very difficult time in securing small business loans at
this time. There was some concern expressed regarding the increased purchase of stock
during gas pipeline construction. In order to ensure that local residents, tourists, and
pipeline employees will be able to purchase supplies, it will require larger stock purchases
and more storage area. Availability of loan funds, state or federal, and associated agencies
to handle this need were discussed. The committee would like to know how Northwest
handles payments of contracts ti local vendors. There as some concern regarding delayed
payments holding up resupplying.

4. Several people expressed an interest L small investors investing ir. the gas pipeline. They
wondered if it would be possible that Northwest would make shares of common stock avail-
able to area residents.

Several other areas of discussion included impact on postal service, the loc-1 banks, the dump, ad-
ditional local traffic, and highway safety. It was mentioned that shuttle buses might possibly be avail-
able. A question was raised regarding whether or not there would be a possibility of a gas line takeoff
point at Tok.

Soil, recommendations made to the committee were to appoint a group of people to represent the

immuni’y in dealing with Northwest and the state. It was also suggested that it might be beneficial to

meet with the Chamber of Commerce in Delta Junction to discuss the problems that they had during the
impact ol oil pipeline construction.

AFTER THE FORUM ...
Business and Tourism

The greatest singlo concern expressed by committee participants was the unknown effect of gasline
construction on the region's tourist industry.

Although Tok is the primary tourist center, it was felt that an overloading of the existing transpor-
tation routes would negatively effect all of the road communities, and increase travel hazards.

Central to this was consideration of motorist safety in moving along any pipeline service route,
(i.e.. Will) heavy equipment and pipe hauling trucks traveling the highway, the incidence of motor
vehicle accidents would increase.)

Generally, the communities felt that while pipeline construction would be of overall benefit to the
area, it was of greater import to retain the tourist and visitor funciion as a primary economic base.

A substantive recommendation that the State of Alaska and Northwest work closely in dealing with
this problem was advanced, and is further dealt with in the Highways and Transportation section

According to Business ond Tourism Committee Chuirman Paul Smith, these questions have been
brought before the State Tourism Advisory Board, with the recommendation ihat the State and Northwest
jointly undertake an information program nationwide to inform motorists of the potential problems, while
encouraging vehicular travel.



The Business and Tourism Committee also underscored the desire for permanent local e<fV.ynent
with the pipeline company, noting that most jobs in the Upper Tanana Region are seasonal, and tourist
related.

A thira, and relatively complex area, concerning small business operations was addressed. Local
merchants and firms want to be in a position to provide materials, supplies and warehousing on a local
vendor basis. However, existing state and federal small business loan practices make loan availability
difficult.

The overall desire by local business people seemed to be for a "liberalizing" of state and federal
loan policies, to encourage investment in these vendor operations.

Incidental to the above was a request for general information on how Northwest would handle pay-
ments to local vendors. The general implication was that during the trans-Alaska pipeline system proj-
ect, small contractors had to wait for extended periods of lime for payment, and this affected tlieir
reorder capacity.

According to Committee Chairman Smith, Section 4.2.3 of the Right-of-Way Stipulations agrees to
conditions of prompt payment and submissions of orders of appropriate vendor scale.

~ Other areas of business concern were impacts on postal services, local banks, and community
facilities such as the local dump.

The Alaska Congressional delegation has been approached on the postal service question and it is
being examined at the federal level.

The remaining question of overload of business services remains unanswered at this time, and will
probably not be resolved until such time as the gas project enters a "start-up” phase.

Some interest was indicated for a "gas take-off point" to be located at some point within the area,
Representative Leslie R. Swanson had introduced legislation to provide such connections, and area resi-
dents wanted to know if they might qualify as a "take-off" area.

The question remains unanswered at this time, largely because the submitted legislation did not
pass during the preceding legislative session.

The largest unresolved issue which affects the region and subsequent impact planning is the matter
of representation authority. Local residents feel a need for a pipeline impact and coordination office in
the region, in order to improve communications with the State of Alaska and the pipeline company.

No uniform method of selecting the impact coordinator was set forth, but the desire for a "watch-
dog" or ombudsman-like position is readily apparent.

The larger issue of representation and governance will be adJrossed elsewhere.

It should also be noted that the general concerns expressed by the Business and Tourism Committee
were by and large Tok specific, and did not extend to most of the outlying towns and villages.

Despite this, there are clear indications that village native corporations in Dot Lake, Tanacross and
Nortliway are making positive plans to enter the pipeline contract market, and compete openly with the
Tok business community. Generally this may be viewed positively, but the long term effect of aub-
rrgionnl competition remains unknown.
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b. PUBLIC UTILITIES AND TELECOMMUNICATIONS

DISCUSSION GROUP CHAIRMAN: Mark Springer

COMMITTEE ASSISTANTS: Merritt Bartlett
Tom Donnelly

The Public Utilities and Telecommunications Committee had about 15-20 people, including Ben Agee,
President of RCA Alascom, and Ralph Wilson and Merritt Bartlett of Alaska Power and Telephone Con-
pany. At the outset, let it be noted that despite the statement in the information packet that stat<d
that APT is not an Alaska-based firm, their business is in Alaska, and it is actually a matter of econo-
mics (favorable to the consumer) that their office is in Port Townsend.

The major point brought out in discussions with the utilities is that they stand ready to provide a
desired service. It should be noted that APT is looking toward permanent demand as its planning base-
line, and they, for instance, do not want to be saddled with expanded generating capacity, when in fact
it is needed for only a short time The general tone of concern toward pipeline impact is modulated by
the idea that pipeline construction and support-related impact on the public utilities will be short-term
and that, whatever it is, it cau be met.

RCA Alascom has potential facilities existing in the Tok station to provide any and all desired tele-
communications services within weeks (if not days) of requests. Rate structures were discussed, and
the general concensus was that public utilities are not the most profitable businesses in Alaska. In fact,
times are tough.

The state representatives, Messrs. Rusnell, Miller, and Lowery, helped out during discussions of
water and sewerage and contributed a few words about dumps. Once again, the impact was considered
to be of a short-term nature. Tok is located atop a thick bed of gravel with underlying (40-60 feet)
aquifers, which are the community's water supply. Sewerage disposal is primarily cesspools, septic
tanks, or leach fields. The consideration postulated was one of housing density as the most impacting
feature of population growth on the water table. The subject of sewerage water systems was considered
as an option and, of course, should remain in the minds of everyone. Solid waste disposal remains a
very reail and current issue. Tok does not have a legal landfill dump because of a tremendous amount of
bureaucratic lands-claim red tape. A compactor transfer system is considered to be a possible viable
option; however, it would no doubt prove to be an expensive proposition.

On the subject of taking gas out of the pipeline, n dy knows too much nbout it. APT has the
capability of powering their generator sets with natural g”s. The entire matter of taking gas out re-
volves around the cost issue. And for serious planning to oc< firm cost figures and technical infor-
mation are required.

RCA Alascom has 10 supergroups going east-west nnd west-east. They have two or three super-
groups east-west and west-cast potentially available. A supergroup is composed of 60 channels. DATA
lir .8 (voice grade) arc presently 'n use in Tok. Telex service is available. RCA'6 main node in the
Upper Tannna Valiev is the TD-2 microwave poth. A 4-ghz radio system is presently in use, and the
option exists to acid nn entirely separate new microwave radio system.

There ureeight (plus three and five to be hooked up) long-distance circuits in the APTswitching
office. It is a 1,000-line office. Atthe present time 200 linns are in use.

RCA says thnt a satellite TV broadcast earth station is available. They can also handle television
channel.*, on the microwave system. It would have to be u commercial venture.

APT is concerned with permanent facility planning. They could build a transmission line for $2 mil
lion to hook upto the Golden Valley Electric Association from Delta Junction.

Both RJA und APT expressed a policy of being able to meet demand onany foreseeable scale.
There is still uncertainty concerning the location if pipeline facititiea.

AFTER THE FoRUM ...
Public Utilities and Telecommunications

Generally reported concensus of Forum participants indidates that impact in the public utilities nnd
existing communications ureas will he relatively short-lived, and not beyond the present production
capacity of locally owned utility providers.

Alaska Power and Telephone is presently operating a 1,000 lino local telephone griu ut approximately
2(fi oi capacity, nnd does not anticipate any undue delay in providing direct service to customers. Th's
is reinforced by RCA AlasCom's service facilities, which, according to AlasCom President Ben AGet
should meet community demands "within weeks, if not days". The RCA system posscssra redundant



long-line channels, and voice grade data links are in use in the area. Further, Telex service is avail-
able, and an option exists to add an entirely separate new microwave radio system.

Current entertainment program capacity is available through a satellite TV earth station, and some
entertainment programming is operating via microwave paths.

Power and electrical generation capacity, according to APT representatives Wilson and Bartlett, is
capable of meeting any expected power demands. Further, the company does not wish to make any
inordinate investments which will leave them with an excessive generation capacity after lin* 'mompletion.

The general attitude of the primary utility agencies is that the expected impact will not exceed
existing capacity, and no major capitalization for facilities is required.

The issue of sewerage and water facilities is a continuing problem, but will not be readily resolved
without a local agency to assume service responsibility. According to Alaska Department of Environ-
mental Conservation representatives Rusnell, Miller and Lowery, the demand for service will be relatively
short-lived, and the major considerations of consumption will be housing density in any given area.

Existing water and sewer systems are privately owned, with wells, cesspools and septic tanks
predominating. Any large scale service system thus would exceed subsequent user rapacity. No dis-
cussion of construction of public uie laundromat/shower facilities was entered, but the idea would
probably be met with resistence by local motel and campground operators.

There is a continuing problem in the Tok area and in the other villages with solid waste disposal.
Tok does not have a "legal" landfill, ostensibly because of excessive governmental and administrative
"red tape".

According to Utilities and Telecommunications Committee Chairman Mark Springer, the Bureau of
Land Management has appointed an individual to supervise the existing land fill, but the facility is
almos’ filled to capacity.

Subsequent resolution of this problem will hinge on solution of the Alaska lands issue, and possible
development of a local governance structure.

The final area of discussion concerned the installation of a gas "take-off point" for local consump-
tion. APT states that they have the capacity to utilize natural gas for energy production, but until a
siate position on gas use is established, the point cannot be directly addressed.

Again, it should be noted that the public itility and communications issues directly affect the Tok
area, nnd do not generally reflect the concerns of the remaining road communities. This may be attri-
buted to limited outlying participation, nnd a lack of clear understanding by conference participants of
the legalities and ramifications of utility policies,



c. LAND AND AGRICULTURE

DISCUSSION GROUP CHAIRMAN: Bill Arpino

COMMITTEE ASSISTANTS: Doug Euers
Robin Brean

The Land and Agriculture Committee met on the afternoon of April. Approximately SO people were
in attendance, representing private citizens, landowners, contractors, the State of Alaska, federal
agencies, Native corporations, environmental groups, and Canadian representatives.

The two general areas of concern were pipeline routing conflicts and area land use planning. In
the Tok area there are definite problems with the proposed alignment:

1. It is too close to the community.
2. There are conflicts with present recreation trails and public roads.

3. There are conflicts with land usage by the local trap shooting club and by the Tok Dog
Mushers Association.

4. Historical sites may be impacted.

5. Private land and homes are located on the proposed alignment.

6. The gas line might be hazardous to residential and business concerns.

Northwest Alaskan Pipeline Company indicated that changes in the alignment are possible to accom-
modate local land usage. A willingness on Northwest's part to meet community needs in routing was
indicated. Tok is not the only area of concern. There are possible conflicts along the highway at Delta
Junction, Dot Lake, Hiverside, Northway, and Lakeview.

The right-of-way over private land was discussed. Northwest would negotiate with landowners for
easements, but they will have the right of eminent domain. Condemnation and just compensation would
take place if negotiation was unsuccessful. This procedure would be used only for right-of-way ac-
quisition and not for compressor station or construction camp sites.

Placing the gas line and the proposed railroad on the same right-of-way wa6 iiscussed in genera)
terms; this is a possibility that should be looked into to minimize disruptive activities.

A strong need was indicated for some type of centra] organization to represent Tok or the Tok
area, which would be responsible for answering questions and inquiries relating to the gas line by any
parties involved. At the present time there is no such organization that has the authority to speak for
the area's population.

The concensus of the group was that there is a need for anarea land use plan. Some considera-
tions to be included in the plan should ue:

1. An inventory of existing trails should be compiled.
2. An inventory of present land usage should be understood.
3 How and in what direction, if any, should the town expand?

4. Should more state land be sold? If so, then where? What types and sizes of parcels
should he considered?

5. Soil testing should be completed.

6. Agricultural land needs to he identified in order to become available.

7. The state timber disposal method should be chnngcd.

The above-mentioned comments, concerns, nndviewpoints were gathered in only two hours of good

discussion. We hnvc just scratched the surface, and more inputis needed if the present and future
needs of this area are to be met during gas pipeline impact.



AFTER THE FORUM.

Land and Agriculture

Participants in the Upper Tanana Regional Forum expressed substantial concerns over future land
use and planning, on the part of Northwest and for agricultural development.

Generally, the areas residents felt that the proposed pipeline route was not satisfactory for the
following reasons:

1. The proposed route is too close to the communities. (Especially important in Tok.)
2. The proposed route is in direct conflict with existing recreational trails and public roads.

3.  There are conflicts by local sporting and dog mushing clubs over land to be used for the
pipeline.

4. No adequate solutions to recovery or protection of historical and cultural sites has been
advanceu.

5. The proposed route will be over some private lands and homesites, and residents are
concerned that right-of-way condemnations will not result in tendering of a fair value for
selected lands.

6. The potential hazards to residences and businesses has not beep dealt with adequately.

Northwest Pipeline indicated during the Foruir that it would be willing to negotiate changes in the
right-of-way alignment to accommodate local land use, to the extent possible. This action would apply
uniformly to all communities along the corridor. In fact, modifications of the route, subsequent to the
Forum have moved the route further north of towi, and primarily onto State lands.

Further, it was Northwest's desire to build as far north of Tok, and away from the communities as
possible, to further minimize hazards.

The issue of easements and condemnation authority was responded to by pipeline company officials
who indicated that they would pursue individual negotiations where possible, but that condemnation
authority would be sought, to resolve any unsuccessfully negotiated agreements. This authority will be
further defined by the State of Alaska in subsequent right-of-way agreements with Northwest.

Pipeline officials stressed that the above procedure would not apply in the matter of selling up
construction camps and compressor stations.

Panel discuss* its suggested that a future use of the pipeline corridor might include authorization
for the Alaska Railroad in extending its operations to the Canadian border. The expected effect would
be to minimize disruptions during future construction.

During the forum, area residents conceded a strong need for creation of a central organization
which could assume a responsible information role with all groups in the region, and begin the process
of land use planning. No organization presently exists, and models for such a structure are not uni-
formly accepted.

Group concensus for an area land use plan focussed on the following:

1. An inventoryof existing trails should be compiled.

2. An inventory of existing landuse patterns should bi assembled an made understandableto
all potential users.

3. How, and in what direction, if any,should Tok expand? (This question may beappro-
priate for any community located within the pipeline corridor.)

4. Should mure state land be sold? If «o, where? What types and siz2s of land parcels should
be considered?

5. Soil testing, throughout the region, should be completed.

C. Agricultural lands should be identified, in order to ensure their future availability.

7. State timber disposal methods should be modified or changed.

In a subsequent interview with Land and Agriculture Committee Chairman Dill Arpino, it was
learned that some of the previously stated concerns may have been modi.led. Generally residents < the

Tok area have settled into a "wait and aoe" attitude, and are less prone to nee pipeline impact as a
major event.



Land use planning and selection of a representative body are still under consideration, but no con-
crete action has been taken to date.

Further, Chairman Arpino indicated that the opening of an impact office, while desirable from a
public relations standpoint, was not as essential as previously stated. He suggests that it would not be
appropriate for Northwest to open such an office, but that a neutral third party could serve as a re-
liable information conduit, and be well-grounded in the affairs of the community by the time that actual
line construction begins.



d. PUBLIC SAFETY

DISCUSSION GROUP CHAIRMAN: Dottie Eshbaugh

COMMITTEE ASSISTANTS: Bob Stuart
George Cole
Tony Conrad

The discussion groups in this committee varied from 10 to 30 throughout its sessions.

Alaska State Trooper staff and facilities were discussed. Tok Corporal Cole stated that there are
presently four public safety officers stationed at Tok and two at Northway. An employee of the local
alcoholism program stated that much of the area®s present criminal activity is alcohol-related. Tok
Trooper Stuart described the local trooper post as a holding facility with three bunks. He feels that the
present facilities will be of adequate size (in most cases) if proper transportation can be arranged. Also
needed to make this possible is good coordination with personnel working with alcoholics and juveniles.

Public Safety Deputy Director Sydnam stated that they know that there will be increased safety
problems. He anticipates that at least one additional safety officer will be placed in Tok and that there
are possibilities for getting constables in some of the villages.

Roy David of the Tetlin Village Council stated that cooperation between troopers and the village is
needed, Having a constable in Tetlin would be good. They have seen that the constable in Northway
did help that village. He anticipates serious problei. , during impact, since there are already serious
ones involving both drugs and alcohol.

The alternate health aide and alcoholism counselor for Dot Lake stated that something should be
done about the expected increase in alcoholism problems. Discussion followed.

A Northwest representative stated that the camps will not be dry but that beer halls will not be
established in the camps.

It was felt that the Tok area recreation facility should be used to offer activities programs under
good supervision.

The Tok Volunteer Fire Department slated that their greatest need is for another fire truck. Also,
more training is needed.

Another concern previously discussed and acted on by mrmberB of the committee was the need to
protect pedestrians. Specific recommendations have been made to build a bicycle path, or pedestrian
overpass, and to lower and move the speed limit signs.

AFTER THE FORUM...
Public Safety

Considerations of public safety generally centered on the availability of enforcement officers,
holding fecilities and enforcement of speed nnd highway regulations for protection of pedestrians.

According to nn employee of the Tok Alcoholism Center, mo; t of the criminal activity in the region
is alcohol related. This is a recurring problem in rural and Interior Alaska, nnd is not expected to
chunge significantly.

Alaska State Trooper George Cole noted that the existing holding facility should prove adequate to
local needs, providing adequate transportation ran be arranged to move detainees to more secure loca-
tions (i.e. Fairbanks).

The Alaska Department of Public Safety is looking to increase staffing in the Tok region, and is
re-examining the possibility of placing constables in the road villages,

Health aides and alcoholism counselors noted thut an increase in consumption is to be expected,
based on the Fairbanks experience, and some degree of pre-planning must be done to prepare for the
accompanying criminal activity and welfare needs. This i6 coupled with statements by Northwest officials
indicating the camps will not be dry, alihough beer halls will not be constructed or set up in the camp
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To some extent the social problems of construction impact may be modified through sound programs
that could be established through the Tok Recreational Center.

Fire protection is generally deemed adequate in the Tok area, through the existing seven member
volunteer fire department. Primary need by the VFD is another fire truck, and this problem is repli-
cated in the remaining villages. Training is a continuing problem, but shared training between

Northwest camps and the road communities may be an alternative to alleviate the potential costs of
training.

Finally, pedestrian and bicycle traffic safety are major concerns of Tok residents, and increased
emphasis on enforcement is desired.



e. EDUCATION

DISCUSSION GROUP CHAIRMAN: Carl Peterson
COMMITTEE ASSISTANT: Dave Maxwell

The following items were listed by the committee as concerns:
I. Education Training
A. Who?

1. Alaska Gateway School District
2. University of Alaska Extension Center

B .What?

1. Responsibility Training

2. Career Education and Counseling

3. Employment Information

4_ Survival Skills (Personal and Employment)

Il. Facilities

A. Existing Program
B. Anticipated Expansion

1. May not need additional fecilities

2. Present facilities may well need upgrading

3. Obtaining needed expansion - state, local bonds
4_ Facility maintenance

Il. Recreation

A. Swimming pool and maintenance nnd supervision
B. Do we want to be in the recreation business?

IV. Types of jobs to prepare for:

- Security Occupations
Build:..r Maintenance Trades
Office Occupations
Hotel/motel Restaurant Management
Communications
Road Maintenance
Laundry

. Transportation
Vehicle Maintenance

Health Care

Child Care

The program of the University of Alaska, Tok Regional Center, was explained and iln budget dis-
cussed. During this session, 103 students are being serviced in credit classes, IS students in non-
credit classes, and 17 students in public service classes The committee was not optimistic about the
budget 3 increasing. Grants arc an unstable basis for funding The Regional Center intends to offer as
many vocational/technical programs as possible.

Ralph Kudxik, principal at Norlhw.iy School, stilted that there are no jobs in his area and feels that
vocational skill education would be the best help. Rosemarie Maher of Northway noted that around 30
people have traveled « up to four training areas. They do not like city life This is a difficult ques-
tion. Home may be gone up to five years in order to gain necessary skills Sharon Young, president of
the regional school board, stressed the importance of survival skills needed for city life The committee
discussed the need for these skills, such as the neeu for a vocational counselor, education in filling our
forms, guidance for people from smaller communities v o have relocated to cities for training.

The committee mentioned the importance of training Itcal people for permanent jobs. Training might
not always result in the kinds of skills that unions need at a certain time. On-the-job iruimng during
construction of the oil pipeline resulted in almost 200 permanent jobs We need to work to set up
permanent positions. It was noted thai many jobs will be In building maintenance trades. Arc theso the
Jjobs that local people would like to have?
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Don MacKinnon of the Alaska Department of Education mentioned that residents want to be assui”d
of getting a job after they complete extensive training for a certain occupation. The committee discusseo
the problems of responsibilities that go with jobs and trying to eliminate high turnovers in personnel. It
Wﬁs wondered what part schools could play in responsibility training and encouraging people to stay in
the area.

The committee noted that not many jobs that could result from pipeline construction are long-term
jobs but that many benefits can come from lower-paying, longer-term jobs.

MacKinnon stated that the major responsibility is with the Department of Education. There is grant
money available for hard-pressed areas. The Department is responsible for providing for long-term
facilities. The department is connected with the Seward Skill Center. Development of curriculum is a
local responsibility. Some kinds of vocational plans can recieve extra funding. He predicted that this
area could undergo a 10-15% increase in student population. (During pipeline construction, Valde2 had a
much higher increase in student population. Cordova experienced a 6% increase in student population.)
It was noted that many workers and their families have stayed in Valdez.

The committee stressed that it is important to think about the post-construction period and who will
remain here then. It was noted that many construction workers travel to larger communities to find
work. A Canadian pointed out that it was difficult to control any Kkind of impact into a community.

A discussion of building needs and a swimming pool followed, and the cost of the support of a poo”
was questioned. The cost of maintaining the Cordova pool is $120,000 per year. Fees bring in $18,00d
to $20,000 per year. The remainder is funded by the school ($50,000) and the city. Use of the recre-
ational facilities at the schools was discussed. It was noted that the gas pipeline will be built by
specialists who sddora take their families with them. During peak gas pipeline construction, the number
of employees is etpected to be one-half the number at the peak of oil pipeline construction. The overall
effect of this on the educational system in the region is estimated to be 10% over present enrollment.

There » no final details yet concerning permanent positions to be generated by the compressor
sites in the i bion. In the 200-mile stretch between Delta Junction and the Canao.an border, fewer than
50 permanent operations and maintenance jobs may be available. Small contracts aside from the pipeline
construction itself could include pipeyard, maintenance shop, and housing construction. Service
contracts expected to become available before and during pipeline construction could include fecilities
maintenance, health service, and child care.

AFTER THE FORUM...
Education

The education Committee addressed the overall educational needs of the region, nnd spent a sub-
stantial part of its time discussing the overall employment and training opportunities available to area
residents. Comments und concerns closely followed those addrosscd under Job Training nnd Placement.

Significant, however, was consideration in this committee of village needs and an understanding of
their respective employment requirements.

Although some training and vocational education programs are established throughout the state,
rural represe natives have found them less than adequate for villagers, The major drawback, as ex-
pressed, is that the high concentration urban areas are not compatible! with village life styles, and the
combined effect of "culture shock™ and high costs virtually insures failure by the rural area participant.

Don MacKinnon of the State Department of Education noted that there ore grant programs available
to hard-pressed, impacted communities to assist in local training programs, and that this area was of
singular importance to the department.

According to Gateway School District Superintendent Carl Peterson, no new school construction in
anticipated, as existing facilities should handle any anticipated increase in cirollments. The construction
of a school in Tanacross which is underway now is expected to relievo any pressure that might come to
bear on the school in Tok.

Whether or not this remains the fact depends heavily on the population influx. MacKinnon noted
during the proceedings that Valdez nnd Cordova saw a substantial student population increase during the
oil pipeline construction, and predicted an approximate enrollment rise of 15% foi the Tok area. On the
other hand, school enrollments were the one impact pressure Fairbanks was prepnred to handle, nnd
enrollments never did increase to tho level of predictions before construction. Without more hard data
on the estimated numbers of jobs, the extent to which they will be filled by in-migrants, and whether
those itinerant workers will bring their families. It is nearly impossible to predict what pressures con-
struction will bring to bear on the Gateway School District.

Aren building needs and desires wore discussed, including construction of a double-duty swimming
pool/water reservoir. Cited construction costs indicate that such a program for the Tok region would
incur prohibitive maintenance and operating costs.



Superintendent Peterson stated that his major concern during the construction phase would be loss
of skilled maintenance and clerical personnel to higher paying jobs. While some of the turnover could be
handled from the existing labor pool, it would result in a destabilization of the administrative routine.

In summation, the overall educational and standard training needs can be handled through the ex-
isting structure, with a minimum need for new or special programs. However, local 6kill training for
construction employment in all areas remains unresolved.
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THZ LOCAL DECISION MAKING PROCESS:

Comments by Forum Speakers

Comments submitted during the Upper L"anana Regional Forum by invited participants from the State
of Alaska, Northwest Pipeline and related areas focused on the larger implications of pipeline development
as 1t will affect the small communities of the Upper Tanana Region.

Tom di Zerega, Vice President for Northwest Pipeline Corporation, outlined the overall construction
timetable for the project, and stressed the energy company®s commitment to "...identify allcultural re-
sources along the route so that we may take proper mitigating measures".

Di Zerega had outlined the construction timetables, noting that a 1083 completion deadline was
expected, with various stages of construction start-up planned beginning in 1979.

Dr. Mim Dixon, keynote speaker and former Fairbanks Pipeline Impact Information CenterDirector,
told conference participants that impact planning should begin at the earliest possible time. She urged
the communities to "plan for what you want your community to be 10 years from now", and present these
desires to the pipeline company.

She suggested the possibility that the construction companies might be willing to build facilities on
a turn-key basis that would permit community acceptance of the buildings when the construction effort
was completed.

No discussion of potential pipeline impact can be considered complete without a partial discussion of
the net effect of local government structures on the impacted areas. Governor Jay Hammond addressed
the issue by stating, "1'm not going to counsel you that local government is th" way to go in this area,
but...”

Hammond stated that he had previously voted against a local government structure for his home
district, but subsequently modified his views when local residents discovered that borough power per-
mitted residents to do things that "we wouldn™t have been able to do without it".

The local government/representational issue is described by some residents as a "hot potato”, which
will not be easily resolved.

According to comments recorded in the Al Alaska Weekly article on the forum, "In an altempt to fill
the representational void, bob Lohr, Executive Director of the Upper Tanana Development Corporation,
warily tried to get the forum to discuss formation of a task force to follow through on the work 60 for
accomplished.

"The subject was apparently too sensitive and ended with only one comment, terse and angry, from
Rosemarie Maher, President of the Northway Native Association, who flatly opposed it

"Maher feels that the nativeb from outlying villages were not adequately represented in the forum®s
work and therefore should not be put in a position to accept the task force only because they were
absent.”

Summary remnrks by local rcsiuenla in attendance indicated that the forum served a valuable role in
initiating discussion on the future changes, bt subsequent to the proceedings, according to local
spokesman Glen Murundc, much of the enthusiasm hud evnporuled.



f. WOMEN®"S CONCERNS

DISCUSSION GROUP CHAIRMAN: Mellie Terwilliger

This region is a classic example of rural Alaska. Immense areas of land, mountains, and water.
Small clusters of people, 50 to 100 miles apart. Extremely long, extremely cold winters. We look for-
ward to the gas pipeline for the jobs and business it will bring. We know that our Canadian friends
down the line are in the same situation as we. And we know the end result will be good for the people
of the Lower 48. We want to plan to make the best of things to come to our region.

We have some fears about the great influx of transient workers. We are alreadyaccustomed to a
great influx of tourists every summer. Now, perhaps, we can have the means to plan to give comfort
and strength to all the people of the region, to the tourists, and to the pipeline workers.

Women are a cohesive force in a wilderness. Women mean homes, children, schools, churches,
clubs, stability.

It is difficult to deliver services to rural Alaska. To accomplish this we endorse the concept of
sub-regional debvery of services of state and federal agencies, and industry with local hire.

We want to thank the Tok Chamber of Commerce, the Upper Tanana Development Corporation, and
the Fairbanks Town and Village Association, especially its director, Jerry Smetzer, for the opportunity
to air our concerns to those people able to help us women with them.

The committee also supports a regional pipeline impact office, day-care centers forworkingmothers,
a regional labor union office, medical care and counseling for students, a swimming pool (which could be
housed in a reservoir for fire protection), increased community services, a consumer protection agency
office, support of an loans for marketable arts and crafts, expansion and strengthened financial support
of the public health clinic, and the promotion of winter tourism (which could create more jobs).
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g. RURAL AND NATIVE CONCERNS

DISCUSSION GROUP CO-CHAIRMEN: Bob Brean
Glen Marunde

COMMITTEE ASSISTANTS: P.oy David
Rosemarie Maher

Participation in this committee exceeded that of any of the other committees. Although the largest
room was selected for rural and Native concerns, there was little elbow space left. Several issues were
covered. Some of them were: the protection of subsistence life style during construction of the gas
pipeline; right-of-way, alignment, and access of pipeline; job training; minority hire and human rights;
fish and game concerns; and individual access and input with regard to issues concerning t e pipeline.

The subsistence life style issue consumed much conversation. It was decided that corridor re-
strictions would not be effective in protecting local life styles. There were not used in Glennallen®s

portion of the oil pipeline, and Tok is similar. There would be easy access to the corridor in the Delta-Border

segment of alignment. One possibility to protect local subsistence hunting and fishing would be strict
residency card requirements, The 30-dav residency decision by the Supreme Court was discussed, and
Governor Hammond stated that only through a constitutional amendment could that ruling be altered.
Residence as a means to achieve solutions to several problem areas was discussed at length in regard to
local hire, the taking of game, human rights, and so on. Another undesirable effect of subsistence
protection through corridor restrictions is that villages like Dot Lake, Tanacross, an 1l Northway, which
lie on the pipeline, would find their freedom restricted. This was a major concern of Chief Andrew
Isaac.

Right-of-way was covered by Northwest officials. Negotiation with private landowners on the right-
of-way was brought up. Trapline rights will be negotiable, as stated by Morris Thompson. There was
wide si"pport for the Bureau of Land Management to get out of the picture as soon as possible on Native
claims lands so that corporations and villages could be free to do their own negotiating without inter-
ference. Canadian representatives stated that many of the problems that we have with regard to resi-
dency requirements and land claims can be handled on a different basis in Canada, because our constitu-
tions are not the same.

Job training specifically for pipeline-related jobs was well discussed. The possibility of the state®s
handling of a training school program was raised. A current Cnnadian project, Nortran, was discussed.

Minority hire and human rights seemed to go together and were discussed simultaneously. One of
tne huraan-rights resource persons stated that their office still has 300 human-rights violations relating
to minority hire to process. The tools at their disposal are, at best, cumbersome. Spud Wi“"Kams if the
Tanana Chiefs Conference said that the Human Rights Office is basically a good vehicle tc help to en-
force minority hire but was very slow. Larry Means of the Department of the Interior explained that
new regulations providing assistance to minority business related to pipeline activity were being drawn
up. Those plans were to be tailored specifically for the Northwest pipeline.

The fish and game session met in the afternoon. There was passive support for a bill being con-
sidered in the legislature that would decentralize the Department of Fish and Game by the creation of 12
regional fish and game boards to bring the decision ;* cess closer to the people. A requirement for all
out-of-state hunters to use guides was discussed as u means to restrict hunting by pipoline workers.
There may be questions of constitutionality in a previous Supreme Court ruling.

There is a strong concern about community, village, and/or individual input into the decision-
making process used by state, federal, and Northwest officials in all matters pertaining to the gas pipe-
lire. The use of the Sute Office of the Pipeline Coordinator as n clearinghouse between government,
the prime contractor, and community und/or individual residents was discussed. Another suggestion was
for the creation of an office for an ombudsman-type position for gas-pipeline-relatcd problems only.
Such a position may be incorporated into the pipeline coordinator 3 office. The need for safeguards to
keep the expanded version of the pipeline coordinator®s office from becomingtoo powerful was mentioned.
Maximum use of local hearings was encouraged in access and input discussions.

AFTER THE FORUM...

The Political Issues

The Committee on Rural and Native Concerns was the moot hravily attended, with the hulk of rural
forum-goers concentrating in this area.

Central to all discussion:! was the absolute need to preserve indigenous subsistence rights during
and after the construction effort. Incorporated also were issues of employment, training, the role of
village corporations and tribal government, and the establishment of standards common for a'l impacted
communities as opposed to the dominant population center.



The relative effects of residence preference were discussed, with an eye toward controlling non-
Native and non-resident access to traditional use areas. Governor Hammond noted that such preferential
resident use could only be addressed through a state consitutional amendment.

This restrictive use plan has been further complicated by the U.S. Supreme Court ruling striking
down all provisions of the resident hire law. No subsequent formal resolution has been set forth.

There was a uniform desire to have the native lands issue resolved, to permit the affected villages
to enter into private negotiations with the pipeline contractor and avoid the "meddling" of federal
agencies. This 1is an issue whose solution again is postponed with the failure of Congress to pass any
D-2 legislation this year.

Generally discussions joined on the Alaska Native issue recapitulated the continuing problem of the
rights and prerogatives of the small communities in managing and ordering their own business affairs.

It is important to note that this committee provided the focus for many of the rural participants to
express their sense of alienation and separation from the larger decision making process, and to vocalize
their desire to have a more substantial say in subsequent planning and development schemes.

In post-forum interviews, Committee Co-Chairman Glen Marunde indicated that the issues addressed
in the forum had been allowed to fall dormant by the committee participants. However, Chief Andrew
Isaacs of Dot Lake indicated that the level of village involvement has not declined, but the major concern
of the older native people is the right of full participation for their young people. In hearings on the
lease stipulations for the pipeline, Isaacs commented that he really did not approve of the line going
through traditional hunting and fishing areas, but that if the young people could no longer make a
living at subsistence, they would have to earn money, and he hoped the pipeline was one way to do
that.



h. HIGHWAYS AND TRANSPORTATION

DISCUSSION GROUP CHAIRMAN: Harold Johnson

COMMITTEE ASSISTANTS: Fred Pride
Arthur Warbelow

Discussion in this group covered many areas of interest with approximately 30 people in attendance.

It was brought to the attention of those present that the highway between Miles 75 and 83 of the
Tok Cutoff is very narrow and needs repair before pipeline hauling begins This is also true of the
section between Miles 39 and 49 of the Tok Cutoff. Sections of the Alaska Highway that are nairow and
in need of repair include Miles 1329 to 1362 (Dot Lake), 1362 to 1378, and 1235 to 1301 (Tetlin Junc-
tion). The possibility of emergency funds to be used on these sections was discussed. Without im-
provements on some sections of the highway, there would be a significant and generally unacceptable
level of danger during pipeline activities.

The current location of the truck weight scale was discussed and a relocation was termed feasible in
order to allow more room downtown at peak traffic periods. This also reduces the risk of automobile
accidents and increases the safety factor for residents.

It was stated that the Northway road needs work and that bridges in that area will also need work
with increased truck traffic

There was discussion on the Tanacross airport and Rudy Hartsell*s small airstrip. With increased
air traffic in the area and likely increased use of these strips, would the user- _uch as Northwest, be
willing to "foot the bill" for a portion of the maintenance expense? That question :an easily be solved in
tp;ffpase of a private strip, but not so for Tanacross. There is no air traffic control to monitor air
traffic.

The need for bicycle paths or walks in impacted areas such as Tok was crnsiJered.

AFTER THE FORUM
Highways d Transportation

Area residents generally felt the need for a broad range of improvements to the existing air and
surface transport system.

Significant improvements to the road system are desired at the Johnson River, Dot Lake and Tetlin,
with additional improvomcnta sought at Northway. Discussion of bridge improvement and upgrading was
also joined, and snmo concern was expressed over those stretches of road connecting with the Canadian
leg of the construction project.

It should be noted that the State Department of Transportation and Public Facilities has added sub-
stantial reque™, monies for improvements on the Alaska Highway. Stairs of that funding is not presently
known .

Tok residents also reoucstcd a relocation of the truck weight scales to a more remote location. The
general argument is that such relocation will eliminate a fair amount of heavy vehicle congestion in the
community, and thereby serve us a positive safety factor. No new location has as yet been agreed on.

The area of air transportation 1is largely unresolved, vacations were raised by Tok residents
questioning whether Northwest could be induced to carry part of the costs of airport operation in
Tanacross, despite the absence of any local airport operations authority. The issue is moot for use of
private airstrips, but is not clear for the larger Tanacross fecility



I. JOB TRAINING AND PLACEMENT

DISCUSSION GROUP CHAIRMAN: Dave Maxwell

COMMITTEE ASSISTANT: Norman Wallis

State Commissioner of Labor Ed Orbeck discussed the state hire law with the committee. The Na-
tional Labor Relations Board has accepted the Alaska local hire law. But even if the Alaska stau*
statutes on local hire were determined to be unacceptable to the courts, the employer and the union:
could negotiate a local-hire agreement on their own.

Willie Lewis of Local 912 (Laborers) talked about minority hire. He also mentioned the possibility
that his union may establish some sort of training facility in Tok with preference given to union
members.

The succcstion was made that two people froma village might alternate in a job on the pipeline.
This would not only help to assure local employmentbut would also allow more flexibilityto employees
from the villages.

It was brought up that several years from now (1980 or 1981) there would be many people who
could claim that they were Tok residents for a year or two. It should be considered that what we need
to realize is that if we are not careful, we could have many of the same problems that Delta Junction
underwent in regard to local hire.

It is important t understand how many people, in Tok for instance, are interested in being fore-
men, powdermen, general laborers, cat operators, heavy truck drivers (to cite a few). This would be
Invaluable in realizing what kind of training programs to initiate in the area.

For the permanent compressor station jobs that will open up after construction. it was mentioned
that there should be some sort of local-hire prefcrcne. There should be somepreference for locals in
the training programs or in the selection of personnel for these positions.

AFTER THE FORUM
Job Training and Placement

Closely related to the question of overall pipeline employment is the consideration of the nature nnd
tvpr of training that would be available to area residents, with positive guarantees of employment once
training has been completed.

As previously noted, the Northwest Pipeline Company has expressed n deaire to utilize as much of
the local labor force as possible, but the ramifications of the U.S. Supreme Court decision in striking
down "resident hire" may complicate that intent.

Nevertheless, the local awareness of the need for skill training nnd placement cannot be too force-
full T stated.

Testimony by area residents during the Upper Tanana Regional Forum indicates that there is a high
incidence of clerical and secretarial skills, but a shortage of trained workers in the construction and
building trades. According to Job Training and Placement Committee Chairman Dave Maxwell, the Tok
area has to import numbers of people to work on many local construction jobs and existing service jobs
(hotel, motel and restaurant)

A* a result, most of the local interest and desire in focused on jobssuch asheavy equipment
operation, heavy truck driving, vehicle maintenance or explosives handling to namea few In most
cases, the University extension center is not an appropriate setting for toaching of theseskills.

Laborers Ixjcal 942 representative Willie Lewis stated during the forum that there 1is a possibility
that his union would establish an "entry level and recertification” training center in Tok, but according
to Maxwell, they have not made any followup moves.

No other craft or trade unions appear to have taken area training into consideration, and it is
probable that any such programs would continue to be operated out of the Fairbanks center.

Area residents indicated a desire for vocational/ technical training either through the Gateway
School District (REAA) or the University of Alaska Cooperative Extension Service or the community
colleges. However, theconcensus was that it was probably too late to organize such a program and that
the UA/umon liaison might be politically impossible to start up

An additional note, according to Maxwell, is that the UA extension center in Tok has done some
test marketing to schedule vocational/ technical(raining, but has been unable to get people to sign up



for classes He cited as an example a course in commercial baking - a skill that could be marketed in a
pipeline camp as well as on a permanent basis in the community. No one signed up.

The communities generally expressed a desire for on-going, postpipeline jobs, working in such
areas as the Northwest compressor stations. This employment area will not generally provide much, as
the expected number of permanent jobs will be around fifty. Further, there will be technical jobs for
which local training efforts may not be adequate.

Job placement during the pipeline building effort may be a problem not only because of the court
decisions on resident hire, but because of the concentration of hiring hall, contractors and support
services iIn the Fairbanks area. Some discussions of consolidating labor halls in the Tok area has been
advanced, and the Tanana Chiefs Conference has been exploring avenues to underwrite minority hire,
but to date no substantial policies have been generated.

During the forum, some innovative recommendations were set forth topermit or encourage greater
use of the labor force. Onenotable suggestion was to consider using two persons from a given village
in one work position, thus giving the employee a greater personal flexibility to meet his/her needs, and
extend the number of employable positions.

Another such suggestion was to eliminate the single 12-hour shift, with its attendant seven-day
work week, and substitute two eight-hour shifts, again on a seven-day cycle. Such recommendations
are of course speculative at this point, and will be the management prerogative of Northwest.

In summary, the training and placement questions continue to dominate, and are unlikely to be
resolved until such time as the State of Alaska can re-examine its role in setting preferential hiring
practices, and set up a coordinated, functioning program to support the Alaska Highway communities.

Further delays in resolution may be expected due to shifting community needs and perceptions
especially if the local desire "memains fixed only on direct construction employment.

Central to *hc entire discussion is the area"s expressed wish for more substantive information than
has been pn.w.led to dale. The need for "more meat" (information) is arecurring theme th.oughout
this report, and will be so addressed.

In a post-forum interview with Training and Placement Committee Chairman Maxwell, he noted that
there had been an increase in demand for Emergency Medical Technicians through the Alaska State
Troopers. He felt this was generated by the Upper Tanana Regional Forum, and that as discussions and
impact planning continued, more such employment and training options might be generated.



J- SOCIAL SERVICES

DISCUSSION CROUP CHAIRMAN: Louise Griffin

COMMITTEE ASSISTANTS: Cathie Ipalook
Bob Lohr
John Klaus

Myra Jones of the Tanana Valley Community Clinic in Tok gave an overall report of the health
services that are presently available in Tok and the surrounding area. A description was given of the
clinic, health personnel on staff, and the ambulance service. The need for an expanded clinic was
stressed. The clinic is not equipped to handle emergencies involving two or more people at one time.
There is a space deficiency - no holding beds, no emergency room. It was stated that the Tok area
needs a usable feacility not only during the pipeline construction era but present and in the future.

Barbara Wihlborg - public hearth nurse, Tok itinerant - gave the boundaries that she covers and a
summary of the services from her clinic with the emphasis being on prevention/education. She also gave
an overall summary of the health aide program in the surrounding villages. It was very evident that
additional personnel are needed in the Public Health Clinic.

The need for mental health services was discussed. It was stated that a proposal has been sub-
mitted to the state, asking for funding for a full-time clinical psychologist to be stationed in Tok, pro-
viding services to the surrounding area.

Jerry Taylor, ambulance coordinator, spoke on the ambulance service. One ambulance based in Tok
covers the entire area (Border, Duffy"s. Taylor Highway, Dot Lake. Johnson River). We have only
three active emergency medical technicians and four or five drivers. There will definitely be an increase
in auto accidents. Therefore, there is a need for another emergency vehicle, which should be based in
Northway. Education and training for additional personnel should be available.

We have had very little contact with the state Emergency Medical Service program. More bush area
representation is needed for this program. Ms. Wihlborg expressed a strong desire to serve on the
state EMS program Fred McGinnis, Deputy Commissioner of the Department of Health and Social
Sei /ices, stated that he will request Mr. Scott, director of EMS, to visit Tok soon.

Governor Hammond staled that they are definitely concerned with health care budgets but that
appropriate revenue is needed Morris Thompson of Northwest stated that he was not prepared to say
whether Northwest is planning on using our health-care facilities, equipment, and personnel, because the
company 1is at present in the construction design phase. The company would negotiate with Tok. The
company would have its medical experts and associates look at the local situation, facilities, and so on
with the possibility of arranging contractual agreement.

Thompson was asked about the highway vUInges in regard to using facilH'es and health aides. He
stated that this would uU be taken into consideration. If Northwest used the local and village facilities,
then there is the possibility of helping to provide equipment and helping Tok with the proposed clinic
addition.

Dottie Kshhaugh of the local alcoholism program reviewed present program services nnd stHted thut
they are barely keeping up with the problems now. Since there will definitely be added stress during
pipeline activities, tiie alcohol program hopes to avoid some of the problems by being able to plan ahead.
A suggestion was made to give local people addresses and contact names so that the Tok area can start
its planning.

Discussion was held on the housing situation. A suggestion was made to meetwith GlennalL.n on

the impact problems that the/ experienced. The local housing situation here at present was discussed.
It was brought out that w< really do pot have excess or "uny" housing availablelnterest was ex-
pressed for what, if any, plans that the old RCA housing might have.

Also, it was suggested that people who have private wells hereshould make application to the
Department of Natural Resources for a permit for water rights and have iftrecorded. bccauMc anyone can
come along and use that water source (such as for industrial use).

Ik was suggested that n rent review board be established in Tok. Also, it was brought out that
the peak demand for housing will cover quite a short period of time.

The Assistance to the Elderly Program was reviewed. It is felt that the elderlywill get a lot of the
costs of the pipeline and very few of the benefits. The progrnm will be doing an on-going assessment
of needs, planning for the cost of living rise, and so on.

It was suggested that the Alyesku camp fecilities be looked into for uses such asclinic, housing,
fire protection facility =whatever.



A suggestion was made that we should define whom our people are for contacts for possible future
contractual agreements or referrals to the various existing businesses, agencies, and organizations, since
at present there is no local government.

Discussion was held concerning the closure of the Office of the Division of Family and Children in
Tok in 1976. The services now include only fee agents with the exception of Eagle; this is not suf-
ficient. It was suggested that the State of Alaska reopen the local office with a full-time eligibility
worker who can also issue food stamps. The time frame involving food stamp application through com-
plete procedure involves at least six weeks. Elderly people especially need immediate help rather than
delay. A medical eligibility worker who could issue coupons should also be included. It was mentioned
that the Salvation Army (Anchorage) is talking about the possibility of setting up a place in Tok.

The possibility of a permanent impact information center was discussed.

The Social Service Committee also endorsed the idea of » permanent task force to follow up on the
forum and to become a point of contact for gas pipeline related issues and problems.

The task forcecould Include representatives of the communities in the Upper Tanana, village cor-
porations and other interested local groups, as well as state, federal and Northwest representatives for
communication purposes.

The Committee also recommended that an impact information center by established in Tok during the
coming summer which would be operated in a manner similar to that of the Fairbanks Impact Information
Center during the oil line construction and further suggested that a task force could act as an advisory
board to the center.

AFTER THE FORUM
Population Growth

Central to all discussions of potential gas pipeline impact is an assessment of expected population
changes, in whole numbers, as well rs locale.

Because Tok is central to the proposed effort, it is logical to assume that any significant population
increase will center there, This will probably include transient and non-pipeline people, plus families
and others involved in secondary aspects of pipeline work.

No adequate numbers con be forecast, but it may also be expected that because the overall life of
the construction project is significantly less than the trans-Alaska pipeline system, and because the total
number of workers is less, that the route communities should see less of a population influx in real num-
bers.

Some aspect of community out-migration should also be anticipated, with the accompanying change in
community cultural factors.

Although not specifically addressed, the potential populations of communities such as Eagle or
Chicken may increase with the incidence of out-migration by older rebidents of 6ome of the road commu-
nities.

It should also be noted that population growth estimates for FairbanKs, in its pipeline impact plan-
ning, did not take into account the fact that in-migrants seeking pipeline jobs did not bring families with
them. While housing, utilities and traffic reflected pressure of pi ..ulatlon growth, services, particularly
the schools, did not reflect the same pressures, because the worker population was mainly transient.

Health and Social Services

1Ffimnry concerns expressed during the Forum centered on provision of adequate emergency medical
care, on a scale equul to impact; expansion of mental health programs; balancing social service delivery
with accountability by Northwest, the effected communities and the State of Alaska.

The overwhelming concensus of community participants was that existing levels of medical care arc-
far below present needs, in both facility and personnel provisions. With the advent of pipeline con-
struction the number of motor vehicle accidents is expected to increase, in addition to attendant types of
medical emergencies. It was pointed out the present clinic facility is capable of handling only two per-
sons at one time, and any major traffic or industrial accident would be Impossible to deal with.

Existing ambulance service is provided by a single vehicle and three emergency medical technicians
over a route extending from the John-on River Crossing to the Canadian border, and up the Tnylot
Highway. The need for an additional vehicle is self-evident, as is an increase in available staff. (Nine
additional KMT* me available now after a training course offered through the University of Alaska exten-
sion service in Tok, and the Alaska State Troopers indicated in a post-forum interview that an additional
ambulance would soon be forthcoming.)



Area residents stated that they have had little continuing contact with the State Division of Emer-
gency Medical Services, and that this lack of contact has hampered development in the Upper Tanana
Region. It is expected that the communications gap will be reconciled in the near future, particularly
since a resident of the region recently has been appointed to the Emergency Medical Services Advisory
Board.

Health care in the surrounding villages was deemed adequate with the exception that only one
public health nurse is expected to serve the entire region. Additionally, residents pointed out the high
costs of evacuation transportation and the relative lack of authority given to village health aides in
determining what constitutes a medical emergency. This latter issue is being dealt with through the
Tanana Chiefs Health Authority and will probably not measurably affect subsequent pipeline impact.

Health and Social Services Committee Chairwoman Dottie Eshbaugh stressed the need for unproved
and expanded mental health programs, based in part on the trans-Alaska pipeline experience in
Fairbanks; the expected increase in alcohol-related problems; and the creation of unrealistic expectations
of wealth and employment by local people seeking to benefit from pipeline construction. (In effect, many
residents will be subjected to forms of "culture shock™ which can only be addressed through a rounded
mental health counseling program.)

A proposal to locate a trained clinicial psychologist in the Tok area is being developed, but nothing
has matured to date. It was pointed out that the psychologist for the Division of Mental Health located
in Fairbanks and technically designated to serve Tok rarely visits the community. A request was sent
requesting a resident psychologist for Tok.

It should be noted that Governor Jay Hammond expressed during the committee®s deliberations the
state*s continuing concern over delivery of medical and mental health services, but said that appropriate
revenue is needed to justify further capital outlays.

The community recently received an $85,000 grant to expand the existing clinic, but this may not
be enough to provide for fecilities and equipment. Further, no programs presently provide for funding
of additional physicians assistants, mental health counselors or public health nurses.

During the fori*-, Northwest Pipeline officials were unable to state whether they expected to inter-
face with the existing health care delivery systems, or would generate their own, largely because pre-
planning had not yet begun in this area. The company was only in the primary construction design
phase.

Northwest Pipeline Vice President Morris Thompson stated that highway village use of camp medical
facilities would be taken into consideration, and a reciprocal use agreement could be considered if
Northwest utilized any of the area"s medical services.

Additional discussion was entered on the availability of housing, with the observation that there is
no "excess" housing in any of the areas along the proposed pipeline route. Some local construction is
anticipated - in fact one apartment complex already is under construction in Tok - but concensus
appears that supply will lag behind demand for housing.

Further areas of social concern are programs to assist elderly residents to offset the negative
effects of construction induced inflation. On a larger scale, the committee suggested that it was appro-
priate to begin the pre-planning approach to monitor cost of living increases, needs assessments, etc.

Closure of the office of the Division of Family and Children®s Services, food stomp eligibility pro-
grams and related welfare nnd assistance programs were also discussed, with emphasis placed on estab-
lishing a "fast response” process to deal with the more pressing human needs. Since the forum, the
Division of Family and Children"ll Fervicos has re-funded a position for a child protection worker In Tok.
This person also provides family counseling nnd referrals.

Although the primary discussions in this committee centered on problems in the Tok area, concerns
and programs suggested affect all communities within the construction corridor and their committee hoped
Lheir discussions will improve services throughout the Upper Tanana.
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THE PLANNING PROCESS AND ACCESS TO DECISION AGENCIES

Underscoring all aspects of the Upper Tanana Regional Forum were the unspoken fears of forced
governmental organization and the concerns of small communities remote from the decision making
channel ".

It would appear that the communities are fundamentally divided on their approaches to the govern-
mental “unction, in part because they have existed in relative comfort, free from the incursions of regu-
latory bodies. This attitude expresses itself in emotive terms of self-sufficiency; disregard for non-
regional ideas of development and/or growth; and the characteristic provincialism of "We don"t give a
damn how they do it (outside/up the road/over there)".

In the reality of trying to make desires known to the state, the pipeline company or other decision
making agencies, the attitude is carried out through factions and interest groups vying to make their
voice heard as the representative voice of the community. In post-forum interviews, members of the
community who had access to government through some group or agency found they had little or no
trouble reaching decision makers. Individuals who had no such channel, such as a village corporation,
felt powerless in the decision making process. They felt they had no access to state or federal agen-
cies, and the best that could be hoped to- was to avoid being affected too much.

In contrast to the groups and individuals who expressed a sentiment of anti-£ovemment "meddling",
there are those in the region who, while they agree with their neighbors on the value of frontier self-
sufficiency, turn to grant agencies, government funding and other government avenues to provide
services and some capital improvements.

In questioning residents on the optiors for some representative voice that would transcend the
factions and speak for the region as a whole (rural, ruban, white, native, business, labor) there were
many possible solutions, but no concensus. Alternatives varied from incorporation to town meetings;
from a non-profit corporate structure to a third party ombudsman-like position established through the
pipeline company.

There seemed to be agreement that there needed to be some means of communication with the state
and the pipeline company, but little or no agreement on where it should come from. Perhaps this con-
fusion on who or what should serve as spokesman for the region can be traced bacx to the fact that
there are no clearly defined regional goals. Hence, interest groups or factions express their individual
interests, which may or may not be the interests of their neighbors vis a vis the future growth and
development of the region.

No clear picture of the potential future of the Upper Tanana Region can emerge from this intial
forum, as the range of considerations has only just been addressed.

Clearly participants have expressed a need to initiate a planning process to anticipate the nature
and type of change which is forthcoming, however, lack of concensus 1is forming this planning function
seems to be traceable to the area"s political differences.
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TWO MAJOR POLICY QUESTIONS
ONE:

Northwest Energy President John McMillan has asked the State of Alaska to consider investing one
billion dollars of tax exempt bonding and one-half billion dollars in direct cash participation in the
project.

The authors of these recommendations do not feel sufficiently qualified to make a recommendation on
this fundamental policy question. Rather the individual residents of the Upper Tanana Region have
much to gain or lose by the decision of the State of Alaska on McMillan®s request. The issue is complex
and any attempt to synthesize and summarize the current status of the project resks considerable misun-
derstanding in this kind of document. Therefore we will only list some recent events which should be of
interest to residents of the Upper Tanana.

Recent Events:

Spring. 1978:
- Governor Hammond states that the Office of Pipeline Coordinator will be located in Fairbanks.

March, 1979:
- Governor Hammond names Avrum Gross, Bob LeResche, Charles Webber and Thomas K.
Willians to study state investment in pipeline

March. 1979:
- Hammond orders State Pipeline Coordinator®s Office opened in Fr banks. *. .early sum-
mer 79". Mo Matthews resigns. Charles Behlke named to replace Mu .thews.

March 1, 1979:
- Northwest opens state headquarters in Fairbanks

March 3, 1979:
- Canada®s new Prime Minister reaffirms Canadian commitment to the project.

April g. 1979:
- President Carter asks Congress to consider a limited reorganization plan which will establish
the Office of the Federal Pipeline Inspector. Congressional approval expected in late June.

May 1979:
- Financing for continued operation of the state Pipeline Coordinator®s Office, dropped earlier
in the Legislative session, 1is restored.

May 1979:

- FERC requires that Northwest prepare and disseminate an “informational handbook"
describing the project and, among other conditions, a tll free telephone line for use by
affected landow: *rs along the route.

May 15, 1979:

- Alaska Legislature creates and finances joint special gas pipeline interim committee with Rep.
Charles Parr, Rep. Joe Hayes, Rep. C.V. Chatterton, Sen. Bill Sumnor, Ben. Frank
Fergubon, Rep. Bill Miles, Sen. Mike Colletta and Rep. Terry Gnrdiner as members.

June 1979:
* White House nominates John Rhett as federal inspector and creates, by executive order, an
executive policy board to provide federal policy for the gaslinc.

June 1S.j:
- Department of Interior grants provisional approval of gasliue route.

June 14. 1979:

- Northwest request federal approval for gasline route generally 00-80 feet from trans-Alaska
pipeline pad.

July 1979:
- President Carter, speaking nationwide on energy crisis, pledges full support for an ex-
pedited federal approval of the gasline.



August 1979:

- The Alaska Economic Report states:
State investment in die Northwest gas pipeline may not be possible due t a
stepped up federal momentum and the failure of the Alaska Legislature to act in
the recent special session.

Non-participation on the state"s part may represent:
(1) Freedom from a questionable investment burdea;

(2) A lost opportunity for the state for a significant investment anc to
be an internal participant in the gas transportation policy.

(3) Lastly, non-participation may mean a lost opportunity by the state ‘o
stake-out and command significant key position in what may be North
America®s “energy corridor” -- the Alaska Highway.

September 1979:

- Fairbanks municipal and business leaders propose that FERC change the location cf the gas
conditioning plant from Prudhoe Bay to Interior Alaska. FERC member Maithfw Holden
states that because of President Carter®s instructions that all regulatory processing affecting
the gas pipeline he expedited there is little possibility that the decision can be changed.

Legislation to provide the financing -.ought by John McMillan has been introduced in the Legislature
and will be considered during the interim.

Residents of the Upper Tanana Region should communicate their feelings on the legislation directly
to their elected representatives in the legislature.

Those are:
Senator John Sackett, Galena Representative Pappy Moss, Big Delta
Pouch V Pouch Vv
Juneau, Alaska 99811 Juneau, Alaska 99811
465-4928 in Juneau 465-4928 in Juneau
279-3343 in Anchorage 895-4385 in Big Delta

789-8001 in Ruby

TWO:

The second major policy question has to do with current efforts by the federal government to estab-
lish a program to assist small communities facing massive national interest energy developments such as
the Alcan gas pipeline. Legislation ha9 been developed by Congress with the support of the White House
to establish this assistance program. However, the legislation (S§-1493 "The Inland Energy Development
Impact Assistance” Bill) is going through extensive hearings and amendments in Congress, and its fate
is uncertain. Because of the Association®s earlier work relevant to the impact of the trans-Alaska oil
pipeline construction we have been active in trying to develop a bill which would provide assistance
based on local interpretations by local people of impact problems at the local level rather than through
the state-federal task force approach contemplated in the originul bill.

S. 1493 would have placed federal impact n".sistance authority in the Economic Development Adminis-
tration of the U.S. Department of Commerce. However the crush of legislative business created un-
certainty in the progress of the bill. In order to assure consideration in this session of Congress,
Senator Gary Hart of Colorado, an original sponsor and a prime mover of the impact assistance legisla-
tion. offered an amendment to Section 601 of the proposed energy act currently awaiting final action in
the Senate Energy Committee, chaired by Senator "Scoop™ Jackson of Washington.

The umendmeni, if adopted by Congress would amend 601 to broaden the interpretation of nergy
impact in order to create and finance an impact assistance progrum similar in concept to that embodied in
S.1493, but administered by the Farmers Home Administration of the U.S. Department of Agriculture.

FTVAI) has reviewed the Hart proposal and will recommend that the Alaska Congressional delegation
co-sponsor and support the Hart bill with some suggested minor amendments bnucd on the following
considerations:

FTVAD has offered formal testimony on the original inland energy impact assistance bill. The
testimony was inserted into the hearing record on the bill on May 10, 1978 - one month after the Tok
Forum - by Senator Gravel. Essentially our testimony supported a federal impact assistance program
which provided "front end" impact planning funds diroctly to established local organizations at the
earliest possible moment. FTVAD opposed the imposition of a predesigned federal impnet assistance
program on local people and opposed assigning federal authority and thus total control of the timing,
pacing and amount of impact assistance funds and programs bolely to the Office of the Governor.

Our position is unchanged. In order to assure a bill which fully reflects that position FTVAD will
suggest amendm. s which authorize the governor allow federal impact assistance to flow directly from
the federal government to competent local organizations in the "impacted” areas.



Though the policies and actions of the governor wil* be critical to the success of any federal impact
assistance program, the State of Alaska does not have such policies established with which to guide the
Governor®s actions. Worse the state does not have any clear authority and responsibility established
which would lead to the creation of such policies and to the development of programs, legislation and
financing necessary to implement them in the Interior of Alaska in anticipation of the gasline.

At the staff level the State of Alaska has demonstrated little initiative in dealing with the complex
human, problems which result from the social, economic and political impact of massive energy development

gjects.

Even with a priority commitment at the highest level of state government such deficiencies cannot be
overcome in less than a year ... a year in which regulatory processing of the gasline is being expedited
by order of the President, and precious irreplacable time for local and regional anticipatory planning is
rapidly disappearing.

Given these facts, which become more urgent with each passing day, FTVAD believes an amendment
to the Hart proposal which allows the governor - perhaps by executive order - to authorize federal
impact assistance to flow directly to the areas affected is timely and necessary.



DRAFT RECOMMENDATIONS

1. HEALTH AND SOCIAL SERVICES

Establish a formal health services delivery program, 1in conjunction with the Tanana Chiefs Confer-
ence, to address medical emergencies; availability of disaster equipment and training; and initiate
disaster preparedness training through the State Division of Emergency Medical Services.

Concurrently initiate discussions with Northwest Pipeline to address total package costs for joint use
medical fecilities

Seek immediate funding to set up staff clinicians and social workers to deal with social and psycho-
logical problems. (Include those problems unique to the area, and those brought on by pipeline impact.)

2.  LAND USE PLANNING AND AGRICULTURAL DEVELOPMENT

La d use planning should be accomplished by a locally based planning authority, and should incor-
porate a full inventory of available recreational and sport lands plus an evaluation of agricultural devel-
opment plans for the e itire region.

Concurrently this effort must incorporate local concerns for continuing subsistence land use, and
provision for local control of non-resident hunters and sport fishermen.

3. EMPLOYMENT AND TRAINING PROGRAMS

Regional, local and private sector corporations should initiate discussions to assure some measure of
resident hire during all phases of the pipeline construction effort. This may entail direct contact to
statewide labor unions to discuss creation of a joint hiring hall in the Tok area; creation of uniform con-
tracting, payment and dispatch procedures with the prime contractor; and generation of formal agree-
ments with the Alaska Department of Labor and the University of Alaska to establish multiple level
training and recertification centers for employees selected out of the Tok area. (See also recommenda-
tions of the final report of the Rural Impact Information Program.)

4. HOUSING DEVELOPMENT

The area will need to conduct a vucnncy survey of existing housing, plus an arenwide evaluation of
anticipated new housing construction to include trailer parks, lodges and possible multiple-family
dwellings.

5.  TRANSPORTATION

In addition to the surface transportation needs addressed in the body of this report, all commu-
nities will need to examine their air transport needs to define existing and anticipated costa, regularity
of service, and means of expanding existing services,

6. COMMUNITY FACILITIES

The Fairbanks Town and Village Association, through work conducted in its Rural Capital Improve-
ments Program during 1978, found tin® communities in the Upper Tanana Region have expressed needs
for a variety of basic public facilities. Many of these fecilities were discussed at the Forum.

Because the project will begin as a massive construction project it is essential that, in the earliest
stages of design, needed community facil lies are recognized and understood by the pipeline builders. It
wtll be essential that nil mojor parties n the project, hoth public and private, be alert to opportunities
to construct support facilities for the project which can he utilized by communities after construction.

A very significant missed opportunity on the trnns-Alnska pipeline was the failure by Alycska to
design and construct its pump stations for the purpose of capture and utilization of waste heat Waste
heat from the pump stations is on the order of u million btu"s a minute ... probably enough to heat 50
homes year round or a 20-30 acre greenhouse jilus 20-.i0 acres of garden.

This kind of oversight in design should never tie reocated.

7 STATE AND LOCAL GOV 1RNMENT

The communities in question will need to conduct an internal evaluation of expectation and desires
for future governmental services. Existing stutc program!, may prove inadequate to meet local needs,
nnd in the ubsence of an accepted local or sub-regional governing structure the area may be ut a con-



siderable disadvantage in dealing with state and federal Bgencies and the project sponsors. Such inter-
nal evaluation should be conducted by residents of the region with staff assistance and financing by
appropriate agencies of state and federal government, and should investigate mechanisms for local admin-
istration of state and federal programs through quasi-public grant agencies and should be thoroughly
explored as should service district concepts, shared responsibility structures (i.e., service
districts, etc.).

Central to the question of future demands on governmental bodies should be straightforward public
debates on the potential for organizing as a third class or home rule borough.

8. STATE OF ALASKA REPONSIBILITV

The State of Alaska should open an inpact offfice and finance an Impact infomation and coordination
office in or near Tok. The responsibilities of this office would be to:

a. Advocate for the Upper Tanana Region in dealings with the state, federal pipeline
officials, pipeline company management.

b.  Provide direct liaison from the Upper Tanana Region to the Office of the Governor, the
federal pipeline coordinator, and Northwest Energy.

c. Provide information to residents and seek resolution of issues and problems discussed at
the Forum, outlined in these report recommendations and/or arising during the period of
pipeline construction impact.

d. Provide a central contact for residents of the region for all communications with state
agencies regarding pipeline construction.

It 16 recommended further that this office operate under the direction of a local advisory committee
made up of representatives from the communities in the Upper Tanana Region; that this advisory
committee meet monthly, and that the meetings be provided for in a budget for the office.

A suggested first year budget for the committee and the office is $150,000
9. U.S. FEDERAL RESPONSIBILITY

The U.S. federal government should move quickly to pass legislation and provide financing for an
impact assistance program geared towurd the specific requirements of small communities which will be
affected by pipeline construction.

10. THE RELATIONSHIP BETWEEN THE SMALL COMMUNITIES OF ALASKA AND THE UPPER TANANA
REGION AND COMMUNITIES IN CANADA WHICH V1Ll. BE AFFECTED BY THE GAS PIPELINE

The similarities in the problems of impact which will affect the residents of these small communities
will far outweigh the differences which can ho attributed to their national origins. In the experience of
the Fairbanks Town and Village Association the Canadinna have, in name important reaped*, progressed
much further in the resolution of local impact problems than cither Alaska or the U.S. federal
government.

As a follow-up to the extensive participation in the Tok Forum by Canadians, both the state and
the U S. federal government should begin providing continuing opportunities and financial assistance for
travel and discuSKions between residents of the small Canadian and small Alaskan communities which will
he affected by the Alcan gas pipeline project.

RECOMMENDATIONS TO THE STATE FOR PREPARING FOR
FUTURE "IMPACT"™ SITUATIONS IN RURAL AREAS

From the "Final Report of the Rural Impact Information Program", published June 1977 by the
Fairbanks Town and Village Association For Development, incorporated

Recommendation 1:
Data on conditions in rural communities should be gathered and published on a regular basis, not
just during impact periods. Adcqunto planning for impact situations is not possible without an
understanding of existing conditions. A meaning)ul analysis of impact is impossible without baseline
data with which to make comparisons

Recommendation 2:
State record-keeping should allow retrieval of information i-dating specifically to rural areas. Most
state departments currently divide the state into regions containing at least one urban area, and
regional reports make ft impossible to differentiate between statistics for rural and urban areas.



Recommendation 3:
State departments should monitor the demands made upon their services as a result of impact and
should evaluate the adequacy of their response to those demands. The monitoring effort should
continue throughout the impact period and should not be limited to providing justification for in-
creased budgets.

Recommendation 4:
Impact assistance in the form of grants or Joans should be provided to communities early enough to
allow for adequate planning and preparation. Funding should be continued throughout the impact
period so that an evaluation process can be maintained and the accuracy of projected impacts can be
confirmed or denied.

Recommendation 5:
Increase in population should not be the only criterion for determining a community®s need for im-
pact assistance. Some communities that do not experience population growth nonetheless experience
indirect impacts such as loss of valuable manpower. Assistance to these communities might take the
form of training of additional members of the community in vital skills so that the loss of one resi-
dent does not endanger the delivery of a community service.

Recommendation 6:
Planning for vocational training programs should be baied upon a manpower skill survey of the
resident population and an accurate assessment of manpower needs on the project. Training should
begin early enough to allow completion of a course before actual work on the project begins, and
the skills taught should be transfer .-gble to other jobs.

Recommendation 7:
A special effort should be made to provide rural communities with information on jobs and business
opportunities resulting from the new development. Of particular importance arc procedural manuals
for joining unions and obtaining training and employment assistance.

Recommendation A:
Employment and training assistance programs 6hould be coordinated to avoid duplication of effort
and to make maximum use of existing services and fecilities.

Recommendation 9:
Stale regulated services such as transportation and communications should be monitored to ensure
that services to rural areas are not curtailed because of new commitments to large industrial devel-
opment projects.
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DELTA JUNCTION

John Cheever
George Harris
Val Harris

DOT LA.

Carl Charles
Darlene Charles
Ted Charles

EAGLE

Bessie Biederraan
Archie Juncby
Jim Juneby
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Nan Dooley
Jim Frey
Mary Frey

HEALY LAKE

Fred Kirsteatter
Dave Williams

NORTHWAY

Nettie David
Lorraine Felix

TANACROSS

Bob Brean
Robin Brean
Jerry lIsaac
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Roy David
Bella Demit
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TOK

Bus Afton
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Wayne Hoffman
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Harold Johnson
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Alice Lathrop
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Wes Lntrhop

J. L.ron Lawrence
Duke Marshall
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Chuck Marunde
David Marunde
Dorothy Marunde
Glen Marunde
Glenic Marunde
Mae Matilla

Quana Northway
Ralph Rudzik

Mike Matthews
Bee Paul
Gaither Paul

Kathy Mark

David Maxwell
Fay Mnxwell
John Mikesell
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Cathy Moline
Frank Moline
Sharon Moore
Bill Moreland
Herb Morgan
Kathy Morgan
Louis Morgan
Daisy Northway
Harley G. Olberg
Mike Olmsted
Monica Padgett
Robert Padgett
Tom Padgett
Elmer Parkison
Carl Peterson
Wendy Peterson
George Pine
Freddy Pride
Gary Ray
Sheryl Rny

Jo Ronch
Deborah Roberts
Mary Roberts
Mike Koscoviua
Kim Sanford
Laura Xanford

Avis Sam
Gary Thomas

Betty Thomas

Mildred Sanford
Ralph Sanford
Jean Simmons

Jim Skaggs

Judy Skaggs

Luv Smith

Paul Smith

Mark E. Springer
Bob Steward
Gracia Stiefel
Roberta Stout
John Summar
Martha Lynn Summar
Jerry Taylor
Patsy Taylor
John Torwilliger
MelUe Terwiltiger
Art Warbelow
Roger Whitaker
Barbara Wihlborg
Niki Wilson

Rene Wilson
Linda Wood
Nancy Wood

Ruth Woods

Dale Young

Lou Young
Sharon Young
Betty Zabielski
John Zabiclski



This is a list of some of the government and industry officials who attended the fori a. Entries
under committee headings, unless noted, are residents of Tok. A few of the guests follow:

U.S. Federal Representatives:

Michael J. Sotak

Alaska Gas Project Office
941 North Capitol Street
Washington, D.C. 20426

Ann Froehlke

Office of Sen. Stevens

260 Russell Office Building
Washington, D.C. 20501

Tony Booth

Fish and Wildlife Service
U.S. Dept, of Interior
813 D. Street
Anchorage, Alaska 99501

Jerry Knoll

Bureau of Land Management

1028 Aurora imve
Fairbanks, Alaska 99701

Larry Means
U.S. Dept, of Interior
Washington, D.C.

Jjri Burke

Bureau of Indian Affairs
U.S. Dept, of Interior
Washington, D.C.

Mike Dalton

Office of Senator Stevens
Box 785

Fairbanks, Alaska 99701

Morris L. LeFever

Fish and Wildlife Service
U.S. Dept, of Interior
813 D Street

Anchorage, Alaska 99501

State of Alaska Representatives

Ed Orbeck,

Patrick L. Hunt

Div. of Personnel & Labor
Dept, of Administration
Juneau, Alaska 99811

Bob Thomas

Dept, of Transportation
and Public Fecilities
2301 Peger Road
Fairbanks, Alaska 99701

Dale Rusnell

Dept, of Commerce and
Economic Development
338 Denali Street
Anchorage, Alaska 99501

Larry Holmstroin,
Diane LeRcsche,
Marcia Freer

Office of the Governor

Pouch AD

Juneau, Alaska 99811

Vincent Wright
Dept, of Revenue
Juneau, Alaska 99811

Al Carson, Carl Yanagawa
Dept of Fish and Gome
333 Raspberry

Anchorage, Alaska 99501

"7Red" Swanson
Juneau, Alaska

Amos Matthews

State Pipeline Coordinator
430 West 7th Avenue
Anchorage, Alaska 99501

Grace Billings

Office on Aging

Pouch H

Juneau, Alaska 99811

Sue Lowell
Office of Senator Sackett
Juneau, Alaska 99811

Ray Morgan

Cooperative Extension Service

University of Alaska
Fairbanks, Alaska 99701

Ernst Mueller,
Douglas Lowery
Dept, of Environmental
Conservation
Pouch 0
Juneau, Alaska 99811

Jackie Campbell

Fish and Wildlife Service
U.S. Dept, of Interior
813 D Street

Anchorage, Alaska 99501

Bettye Fahrenkamp*
Office of Sen. Gravel
Fairbanks, Alaska 99707

Lana Shea
Fish and Wildlife Service
U.S. Dept, of Interior

*Now Senator Betty Fahrenkamp
Alaska Legislature; Representing
District 20 Fairbanks

Chris Guinn,
Bill Copeland,
John Donker
Division of Lards
Fairbanks, Alaska 99701

Joe Ferguson,

James Wiodeman
Department of Commerce
and Economic Development
Juneau, Alaska 99811

Fred McGinnis

Dept, of Health and
Social Services

338 Denali Street

Anchorage, Alaska 99501

Mat Conover.
Carl Gondcr
Division of Community Planning
Dept of Community and
Regional Affairs
511 West 4th Avenue
Anchorage, Alaska 99501

Don MacKinnon
Dept. of Education
Juneau, Alaska 99811

H.J. Sydnam

Dept, of Public Safety
Box 6188, Annex
Anchorage, Alaska 99501

U.S.Industry Representatives
Communications

Ben Agee, President*

RCA Alascom

36th A Seward Highway

Anchorage, Alaska 99501

Paul F. Heitmeier*
Marketing and Sales

RCA Alascom

36th and Seward Highway
Anchorage, Alaska 99501
Ralph Wilson. President
Alaska Power A Telephone
Port Townsend, Washington

Lee Warchnm, RCA Alascom*
200 Gaffney Road
Fairbanks, Alaska 99701

th iKe" purchase May 31, 1979 from HC4 of the Alascom long distance system the new corporation,
Alascom, is now owned by Pacific Power and Light of Oregon. All addresses are the same.
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Northwest Energy

Walfred Hensala
Environmental Affairs
Northwest Alaskan
Pipeline Co.

Salt Lake City, Utah

Kathleen Kelly*
Northwest Alaskan
Pipeline Co.

305 K. Street
Anchorage, Alaska 99501

J.D. Bachman*
Vice President/General
Counsel

Northwest Alaskan Pipeline Co.

Salt Lake City, Utah

Tom diZerega

Vice President/Law and
Corporate Secretary

Northwest Alaskan
Pipeline Co.

Salt Lake City, Utah

Jo Vallely

Director, Public Relations
Northwest Alaskan Pipeline Co.
Salt Lake City, Utah

Morris Thompson**

Northwest Alaskan Pipeline Co.
305 K Street

Anchorage, Alaska 99501

* With the relocation of Northwest corporate offices to Fairbanks, the firm"s new address is:

10th Avenue & Noble Streets

P.0. Box 60089

Fairbanks, Alaska 99706

** Resigned.

Currently President of the Alaska Federation of Natives.

670 West Fireweed Lane
Anchorage, Alaska 99503

Other Industry

Scott Gundy,

Bob Rasmussen

Nordic Construction

Box -1-2733

Anchorage, Alaska 99501

Graham J. Pollock,
Executive Vice Pres.;
John K. Burrell, Vice
Pres, of Operations

Foothills Pipe Lines (South
Yukon), Ltd.

Box 9083

Calgary, Alberta

Arlene Laboucanc
Union of British Columbia
Indian Chiefs
Fort St. John,
British Columbia

Spud Williams, Chris
Anderson, Jack Utton
Tanana Chiefs Conferenco
209 First Avenue
Fairbanks, Alaska 99701

Unions

Willie l.owts

Laborers International
U- .l 942

912 Third Avenue
Fairbanks, Alaska 99701

Barbara Critchlow

flirAl. CAP

327 Eagle

Anchorage, Alaska 99501

Pauline Douglas

Union of British Columbia
Indian Chiefs

Vancouver, British Columbia

Suznnne ludicello

Outer Contential Shelf
Studies Program

Fairbanks, Alaska 99701

Sam Demientieff,

Terry Burris, Paul
Costello, Gary Lee
Interior Village Association
211 Cushman Street
Fairbanks, Alaska 99701

Tina Stonorov

Alaska Con forvation Society
Box 80192

College, Alaska 99708

Peggy Dace, Bruce Boyd
Detente Alaska, Inc,
1100 Cushman

Fairbanks, Alaska 99701

Il. L. Brown

Their address is:

Victor Mitander
Government of the Yukon
Whitehorse, Yukon

George Matz,
Mark Baumgartner
Fairbanks Environmental Center
1895 Pioneer Way
Fairbanks, Alaska 99701

Willie Joe
Yukon Native Brotherhood
Whitehorse, Yukon

David Porter

Yukon Futures Planning
22 Nlsutlin Drive
Whitehorse, Yukon

A] Kapty
Trans-North Turbo Air, Ltd.
Whitehorse, Yukon

Dave Williams, Tim Wallis
Doyon, Ltd.

209 First Avenue
Fairbanks, Alaska 99701

Teamsters Local
Teamster Building

0ld Richardson Highway
Fairbanks, Alaska 99701



The Press

Fred Pratt
Fairbanks Daily News-Miner
Fairbanks, Alaska 99701

Dan Oldfield
Canadian Broadcasting Co.
Whitehorse, Yukon

Moses Wassilie
KUAC, University of Alaska
Fairbanks, Alaska 99701

Ray Unger
Yukon Indian News
Whitehorse, Yukon

John Hilliard
KTVF-TV
Fairbanks, Alaska 99701

Chuck Malley
Tundra Times, All-Alaska Weekly
Fairbanks, Alaska 99701



Following is a summary of 58 questionnaires returned after the Upper Tanana Regional Forum,

EVALUATION

What discussion groups did you attend?

No tally was taken of this portion of the survey.

JHE DISCUSSION GROUPS

1. Did you ><w a chance to talk and express your opinion?

NO YES/
YES NO RESPONSE NO
~5T 2
2. Did you learn anything new in the discussion group?
NO YES/
YES NO RESPONSE NO
ngge s> o o

3. Was your discussion group leader fair to all points o" "icw?

NO YES/
YES NO RESPONSE NO
ST T 3— T

4 Do you agree with the final report of your discussion group?

NO YES/
YES NO RESPONSE NO
34 T HT 1

5= \Were the State, Federal, Canadian, ar i Northwest Alaskan Pipeline officials helpful? Did they have
answcTtTTor questions raised by people in the discussion groups?

NO YES/
YES NO RESPONSE NO
"4 « @ - S- T
THE GENERAL AS8EMBLY
1 Die, you meet and talk to new people at the forum?
NO YES/
YES NO RESPONSE NO
"oE* e 5

2. What was good about the forum?
Exchange of views =future contacts established
A good start - what"s the followup?

Everyone very helpful.



A beautiful opportunity to meet and talk with various people on areas of concern to them.
Meet new people and learn more experience and meet lots people there.
All of it
Good about the forum:
1. Good physical organization.
2. Excellent situations for meeting wide range of people in many fields of expertise, in-
cluding locals.
3. Tok community rer“dents put a good deal of energy and thought into questions on impact
prior to meetings

I thought the forum provided for an excellent exchange of information between the local people and
state/federal/Northwest Alaska Pipeline Company representatives.

The opportunity to discuss problems with the people who will be involved with and responsible for
the impact.

The fact that it was done and something positive started.

It seemed to me the ordinary townspeople both appreciated the opportunity to express their opinions
and views to their government leaders and the pipeline officials. 1 also sensed they took pride in them-
selves that they could bring off a public discussion of this kind. Also the involvement of the Native
people was heartening.

Chance to exchange ideasl

Diversity of topics and people. Good training for people to dv another foru

It got Tok and highway people talking and thinking seriously about what is going to happen to
them. Healthy situation when a community has a planning period.

Good exchange.

Discussion information interchange. Excellent facility for forum (school). Atmosphere for dis-
cussion excellent. Everybody was in the right spirits (psychological not liquid). Resulting information
interchange excellent.

Everything of vital interest was pretty well covered.

Presented true needs of community that might not otherwise ever be presented. Drought issues
before Northwest that were vital for them to know - especially that pipeline was placed in a poor
position.

Personally, it allowed me to meet new people and learn more about how Alaskuns are reacting to the
gns pipeline. Generally, it was a positive forum for communicating ideas and examining the future.
Much, however, depends on the final report and what is done with it

Now communications wilh local and statewide people (getting to know peoplel).

It was a great opportunity to swap ideas concerning the pipeline, andto meet new people.

Very good. Very informative and enlightening. Interesting, givinga person an understanding of
what"s involved.

The effort by a community to plan for future.

Should have heightened awareness of potential impact.

1. The packets and the information they contained:

a. They were thorough and helpful - good to have info on the meeting, on Tok. on the
area - maps etc. Good to explain the issues and questions relating to the issues and the
factual data. This was obviously lots of work - a job well done.

b Room reservations - care and feeding of nttendces was well done. Thank you.

2. Having the Governor and so many commissioners so that people could be heard directly - also
there were a great many sensitive, thoughtful, knowledgeable state agency people present -
who really did want to listen to Upper Tanana residents! Crcati. g an atmosphere to draw
these people was what made the forum a success.

3. Leaving plenty of "free" time to attendees to talk amongst themselves and get a feeling for
Tok



This forum was organized in such a way that individuals could express their thoughts and needs;
however, within the group sessions there was also another opinion, often, that permitted greater under-
standing of the situation. The leaders of the small groups possibly could have had a brief training ses-
sion in structure of such a session; however, the two groups that I attended either had all variables
present in the room or tended to bring in the necessary individuals.

Liked the fact both government and NW gas pipeline representives were present.

I feel the forum raised many important issues, but the actual accomplishment of the committeeses-
sion was very vague, or nothing actually was talked about on Sunday.

Chance for people to meet and discuss many issues - not just pipeline.

Gave some crucial answers.

Meeting people who had information we wanted - or knew people who had.

Local participation.

I meet with people and talking about concerns, lots o. things.

Got the people thinking.

The concept of formalizing a forum of this nature is in itself highly commendable, and hopefully will
set a precedent of public input and private/interagency interface that will be maintained throughout this
gasline endeavor. It certainly deepened my insights into certain local concerns by adding local perspec-

tives | had not previously considered.

Met a lot of people and had opportunity to sit and discuss things informally. It was a good oppor-
tunity for many state agencies and interested citizens to come together and talk to each other.

Well organized, thorough, good representation from Canada, good representation by agencies, im-
portant to have had politicians rresent and held accountable. Presence of Mim Dixon was good, but
useful only if experience is used to get impact projections as fast as possible from Northwest"s earliest
possible labor projections.

I feel that alot of gi\,d came out of the forum It gave all interested people a chance to ask ques-
tions to the various guests that will be involved in the gasline. The forum was a good chance for many
people (local) to make contact with people of state, federal, N.W., etc.

The 1local people did let the guests know what their concerns were. And how they thought they
would be affected, service-wise as well as community-wise.

3. What was wrong with the forum?
No real solutions to expressed concerns were found.
Not enough meat.
I sense too much expectancy on local part to have gasline solve 6ome local economic problems.

Need more nctivo in town. UTRCA, State Trooper, Public Safety and Fire Protection and good
leadership.

Speaker system of low quality.

Wrong with the forum:
1. Poor deployment of resource people. Especially pipeline officials.

2. Objectives of workshops and forum not clear to participants.
3. Not clear what happens next.

4. Much of the forum was oriented too much to Tok and very little devoted to the regional town*
and villages needs.

The lack of final answers to some problems nod questions  Hopefully more information will become
available to us as a result of this forum.

Acoustics in auditorium were quite poor. It was impossible to understand many of the speakers.

Nothing.



I thoi—ht the committee chairpersons could have been more dynamic and forceful in their presenta-
tions especially in the summaries.

Uneveness of authority levels among agency representatives. Two-day format might have been
unnecessary if organization and preparedness had been a little tighter. Land and Agriculture committee
had no feedback opportunity to assure representativeness of final report. This committee was most
congenially and democratically run, but was (perhaps unavoidably) vulnerable to insertion of non-central
matters. It is hard to see why "Land" and "Agriculture" were considered as of parallel importance, as
the group"s title suggests, especially in the absence of an agrarian social segment, and in the possible
absence of an appropriate resource base.

Perhaps more local people could have participated considering the numbers and quality of guests
and forum participants (state, federal, Canadian, etc.) )

Not enough hard facts from NWAP available at this early date.

Lack of clear objectives for each committee.

Poor deployment of resource people.

Second day was not necessary under original agenda, as it turned out.

Bad acoustics except for last day.

Forum groups tended to be too large. Perhaps could have been m"re of an emphasis on making
specific recommendations.  Specific commitments to local concerns should have been sought from the
pipeline company, 1i.e., re-routing of pipeline, compensation for trappers.

Generally, it was too loose.

Nothing.

Saturday session a bit long. Discussion groups and other events somewhat loosely organized,
Acoustics in the gym poor - almost impossible to hear summarizations.

No direction to questions asked. Although categorized it sounded too general.

1. Though it was no one® fault and | have no ideas on how to improve it - there were not
enough local residents speaking out - the puhl®v ervanls came to listen but not enough was
said 10 them. Perhaps it got 6aid in other wa; s .h .n in the forum.

2. Someof the sessions couldhave been slightly more structured - but this is hard to do - there
were lots of legal/technical questions that agency people did not answer thoroughly.

3. Some of the rooms did not lend themselves to discussions - the chemistry room was a terrible
place to discuss anything.

Very little wrong - probably best meeting of this type I"ve attended; could have had more assembly
structure.

Not enough local (esp. Native) vocal input.

Bad mike, P_A. system in main room difficult to hear
Nothing wrong with it

Needed more participation from area6 outside of Tok.
Not enough input from local people.

Acoustics® accommodations werevery bad. Much of the general assemblypresentations were in-
audible,strongly contributing to the paucity of general participation, There as some public mi*-oncep-
tions concerning feasible objectives of this forum ut this point. There was some bitching ubo aek of
concrete answers available to public comment by the relevant agencies. Concrete decisions are not
available at this time, and attempts to provide them would b premature. Decisions ha”* not been made
or finuiized and the goal of this forum was to allow opportunity for front-end public participation in the
decision mukuig, not to dictate what the decision/policies are.

The group workshops lacked direction and were not led to any goal or objective, Also the people
who should have been here to answer questions did not attend. I think the workshop should have been
structured better.

Discussion groups needed more direction and guidance as to level of detail to be discussed so rec-
ommendations for action could be made stronger. Need follow-up. Need more Native voice. Need hettcr
P A. system Need more emphasis on actual impacts (from out of region).



4. What issues were not discussed that should have been, in your opinion?

Where do we go from here? - was not addressed in any detail.

Potential ice fog problems from trucks, etc.

Tok need good leadership council; pride and cooperate together, that®s my opinion.

What is to be done next (followup).

In the Rural and Native Concerns group it appeared to me there was an excessive amount of time
spent on fish and game regulations and subsistence hunting. But on second thought this also indicated
what 1is upper-most and important in the mind of the Native.

There was little opportunity to discuss what kind of land use planning was wanted by local people,
and several people appeared to wnnt planning in order to facilitate pre-conceived land-use developments,
suggesting that the community as a whole either does not really want land-use planning, or wants it for
the wrong reasons. Further discussion would help allow people to press for the planning approach
which suits them, and allow them to discern between self-serving and people-servingapproaches.

I think we heard them all.

I cannot identify any additional issue subjects.

What should be done in Tok to get a coherent viewpoint.

Environmental impact - fish and wildlife.

We should have had some input on what we could have done to answer some of these questions.

More about what could have been learned <om Alyeska mistakes - maybe Ijust didn"t getto enough
workshops

Telephone - RCA

More discussion on local government - pros and cons.

Not enough concern directed to long-term, post-construction impact.

Immediate tasks ahead for local people and groups. What form should information be submitted in to

be most effective? Need an action mechanism for proposing specific government action and industry
commitment.

OTHER COMMENTS:

Our group felt we had just scratched the surfi.ee and were pleased to be talking about things we
never had a chance to.

I DON"T want an impact committee as suggested by dob Lohr.

1 believe there was by far morr good than wrong with the forum. In fact the only wrongs I can
think of were trifle and caused from or because this is the first time something of this sort ha6 been
done, at least in our area.

Many straight answers were asked for and answers received fromt those involved. Suggestions
were given and received. The community was well repre tented. Too often a "very select few" are con-
tacted or aware of issues. And "too" often these self 1elected have acted or not acted, usually in their
own interest or strong opinion. Much work and effort was put forth by nil. As a local I'll bet those
people went away with bent and bruised cars. And from the looks of local bar business probably hang-
overs .

Extremely well organized and represented Many factors - outline of questions for committees was
very good and well followed. Pertinent subjects were covered. Northwest officials very coopcrntl-e -
Tok people very hopltnble. Meetings on Sunday unnecessary <=could have boon accomplished in one
day.

The forum raised m my points to be covered and questions to he answered by Northwest.

Most areas were covered.

The only negative part of the forum was the impos®ihiUty to attend all committee meetings.



Problems:
1. Some workshops too large.
2. Topics too fragmented.
3. Too much focus on pipeline. Too little on more general planning that would have looked
at p.-l1. as one of several things that will go on around here during next decade.
4. Native concerns, which neem very large and important, not given enough attention -
e.g., lumped in with "Rural.”
5.  Perhaps not enough background on what happened to communities as a result of Alyeska.
But a good and useful forum and well worth attending.

I enjoyed attending and "<eve the forum was very informative inmany ways. I would like to see
a task force organized to carryon and keep ahead or informed on all our concerns.

The forum was a delightful rewarding experience. The people and organizations responsible
deserve a lot of credit.

It was a revelation to see people of opposing factions sit down together and express opinions and
concerns. Maybe there's hope for us yet.

Basically very good thing for the community, | think.

The situation of Native Alaskan participation will have to be dealt with in a more equitable manner
in the future. With a due respect for Tok and its citizens, the area has more to it than the one com-
munity.

The rural peoples not only must be allowed, but must be positively encouraged, to speak up in de-
fense of their own interests. It is no longer sufficient for the Indianpeople to sitsilent, only to go
away with the same frustrations.

Everything was fine.

Not enough local emphasis on che real situation involving controls, legal entities where state monies
be distributed. Or in other words, although many good ideas and concepts were discussed, many people
still believe that they can exert meaningful power and authority without troubling themselves in becoming
an organized municipality or another form of government such as a borough. 1 think that the people
here be cnlightcd or educated to the fact of its obligations should they become legal recipients of monies
on a continuing basis from the state and federal governments. Realizing that the majority of peoplo in
the area do not desire organized government in the usual forms It should have been clearly brought out
in all of the committees that in many categories, this may he an absolute necessity.

1 believe relying on distribution of monies and general powers through organised Native associations
is not mough.

deal If r1]:hc_are is to n pipeline impact, then the area will almost practically be requited to be org tnize to
eal with it

I heard Governor Hummond speak but he didn"t say anything about Nnlive concerns or didn"t say
anything about Native people in our region.

I think that more turnout from (he Tok area should have been in order.
Where the pipeline is going to lay outside of Tok.

I tMnk that the Northwest Alaska Pipeline Co. officials were not ready to answer n lot of the ques-
tions that were asked of them. 1 strongly feel that Tok needs a pipeline imp.,.1 office

I understand from talking to other people that some of the committees were not well organized and
left many people unsatisfied.

I did learn a lot, met alot of nice people and was thankful for the experience.
I would like to see some kind of follow-up and completion of ideas, suggestions and opinions, 1

don"t feel An impact office in Tok is a good idea at this tune. | think people need to think about it and
Intci decide the beat route to pursue.



The following is an analysis of data gathered from 71 questionnaire .~turned in response to a
survey sponsored by the Tok Business and Professional Womens® Club.

UPPER TANANA REGIONAL WOMEN®"S QUESTIONNAIRE

Tok, Tanacross, Dot Lake, Healy Lake, Mentasta, Northway, Tetlin, Chicken, Boundary, Eagle,
and Highways

1.  Your age is:

AGE RESPONSE
15-25 12
26-05 20
36-45 19
46-55 14
55— 6

2. Number of years you have lived in Alaska:

1.5 to 70 =ears

3. Number of children in your family:

# OF
CHILDREN RESPONSE
5 18
1 10
2 12
3 13
4 8
5 4
6 2
7 1
8 2
11 1
4. Number of children in school:
« IN
SCHOOL RESPONSE
28
17
9
8
4
2
5. Do you feci a day care center is needed in your community?
YES NO
48" ~2i
6. Would you be willing to donate some time to the center?
YES NO
"55 "'58

7 Do you have any Job training experience?



8.

9.

10.

11

Child Care
Office
Nursing
Teacher
Clerk/Typist
Pre-school
Crafts
Cleaning
Baker
Native Crafts
Fine Arts
Library
Checker
Maid
Restaurant
Lodge Work

Health Education

What skills can you offer:

woINOo»

RPRRPRRPRPREPRPRPRERERNON

Newspaper Editor/

Reporter

Sewing
Teaching
Counseling
Child Care
Legal Services
Cottage Work
Nurse

Cook

Waitress

[EEN

Others

15
14
15
12
5
7
9
7
4
Commercial Art
Ceramics
Art

Music Toucher

YES
“65

YES
46

YES
TIT

40 hours
30 hours
20 hours
4-80 hours

NO
8

Would you work in a craftshop or workshop?

NO
21

NO
T0

= g Vv

Waitress
Cook
Secretary
Sewing

Food Service
Social Work
Music
Cashier

Manage Athle ics

Clerk
Lab Technician

Dental Assistant

Health Aide
Bookkeeper
Storekeeper
Many
None

If trained, which of the following occupations would you choose:

Engine Repair
Mechanics
Office
Machines
Accounting
Cnrpentry
Athletics
Secretary
Lumberjack

Would you like to see a job training program in your community:

Would you consider working out of you home in Cottage Industries?

How many hours a week would you prefer to work?

NNRRPRRRERPRRPRRPRERNNODNOD

\V~m



61

14.

16.

17.

21.

Income:

$ - $ 5,000 10
5,001 - 10,000 6
10.001 - 15,000 6
15.001 -20,000 5
20.001 -25,000 4
25.001 -30,000 4
30.001 -35,000 0
35.001 & above 4

Do you need more legal services?
YES NO
35 29

Would you like to see more financial services?
YES NO
41 25

Would you like o see more health services?

YES NO
58 14

Should there be an SBA (Small Business Administration) office in your area?

YES NO
44 23

You would like to see which of the following fulltime professionals in your area:

Doctor 50
Midwile 10
Counselor 30
Dentist 39
Others:

1 .awyer

Insurance

Beautician

Legal Service

How many months in a year do you work?

0 months

1 to 3months

4 to 6months

7 to 9months
10 to 12months 3

DT WOl

Do you belong to any labor unions?

LEI; NO

Optometrist

Pediatrician

None of the
Above

Psychologist
Veterinarian
Hospital

iVould you like to see expanded road and air services?

YES NO
~ST 36

20
30



23.  You would like your community®s economic and social growth in the next ten years to be:

Rapid
Average
Slow
Zero

4
36
20
10

24. Do you work and live in the same community?

YES
60

NO

8

25. What community is nearest your home?

Tok 3
Dot Lake
Tanacross
Eagle
Boundary
Chistochina
Mentasta

RERNPOOIO O

26. What is the highest grade you complctec?

High School: College:
6th 3 13 6
8th 4 14 5
9th 2 15 3
10th 1 16 5
11th 2 16* 4
12th 34 Vocational Education 2
27. Would you like to see some womens® athletic programs?
YES NO
"jPT 14
28. What would you like to do in your spare time?
Sew 10 Read 5
Crafts 4 Sleep 3
Paint 3 Club Work 2
Ski 2 Art 3
Outdoors 2 Cook 2
Swim 2 Trap 2
Rest 2 Run Horseback Field Trips 1
Drama 1 Weave 1
Spin 1 Curl 1
Bowl 1 My own thing 1
Collect Artifacts 1 Beadwork 1
Hunt 1 Visit 1
Show Dogs 1 Picnic 1
Carden 1 Play with
Embroider 1 children 1
Fly 1 Dance 1
Draw 1 4-H Club
Knit 1 Work 1
Travel 1 Music 1
F.verything 1 What spare
time? 1

29. With gasline impact and the great influx of people into your area, would you like to see more law
enforcement”

YES NO
‘52!! ‘.ft



30. Does the idea of a local union office appeal t you?
YES NO
35 31

31. Does your community need more insurance services?
YES NO
45 21

32. Do you see a need for any of the following legal services:

Child and Spouse Abuse 20
Child support and alimony 14
Counseling 24
Consumer Protection (Agency) 29

33. Would you like a womens®™ credit union office?

YES NO
~S2 34

31. Do you want more involvement in the arts (music, painting, tnestries, etc.)?

YES NO
“ST 16

35. Do you think that more women should serve in public office?

YES NO
47 18

36, |If there is a question in your mind that we have not addressed in this questionnaire, please write
it down and answer it to your heart"s desire.

In rural Alaska their are many housewives who could use a few dollars extra - spare some time in
doing piecework, hand work - cither at home or n few hours a day in a little warehouse, shop, manu-
factory, etc. Done on a region-wide basis supplies could be purchased in quantity and finished product
sold by a regional marketing office. This plan would help households financially and greatly brighten
the lives of women at home, especially during long winter months.

1 would .ike to see some way to organize service agencies and manpower. Perhaps a local gov-
ernment is the best way to do this.

Question 34 answers No. 28 for me thank you for your consideration for having asked the com-
munity.

We need a CPA (Consumer Protection Agency) because are tired of the big Tok rip-off in all
goods and services. If not number one, they are a close sr°Kind as being the highest in cost of foo3
throughout the whole state (Dec. issue Alabka Magazine).

1 don T look forward to more growth in the nrca. Populate hus n"ready tripled since | moved here
three years ago. What I would like to see -and I realize it is at cross purposes with no growth - is to
have land made availalle so that people could live without worrying about hassles with bureaucracy - not
this 40-160 acre deal, but something better than mining clafms for those of us who don"t wish to mine.

Will the Town and Village Assoc, sponsor or continue cooperation with local people throughout
impact. Will same local leadership continue gi dng direction or guidance? It been greatl Congratula-
tions and thanks!

BPW should advocate better local roads, we are not getting it from Juneau. We need better housing
for the lowly taxpayer, who at present is certainly the minority.

If people desire all these extras, they should live in Fairbanks or Anchorage where they are
already offered

Natives from Uh villages should get jObS on the pipeline also women.
Loose dog control. Protective signs for children and dogs crossing highway Setting aside an area

for a park forthe town. Roadside stands allowed somewhere in Tok in summer to sell own handmade
articles or produce.



A planning committee to guide the beautifying of our city. Preserving of trees, allowing for parks,
fountains and memorial statuary. Also we should beautify our cemetery, family plots, etc. Business
district and residential areas. Loose do,, control. Allowing proper signs for businesses. Perserve our
individuality.

I think the local clubs function very well and with an addition of people will flourish. 1 don"t think
Tok needs any more give-away programs which benefit only a few. If people wish to be more involved,
the opportunity is already here. Government sponsored programs in Tok have gone overboard and we
don"t need any more.

People who fill this out should mean what they say. Especially if there is job open.

I feel Tok r Ws many services, but 1 don"t believe these services should be funded by the gov-
ernment. We neea o get away from government subsidiaing.

As we grow I'm sure other matters will appear to our needs.
Would like to see credit union office for everyone (not just women).

We don"t need more regulations and government. If women would worry more about their children
and families we won"t need more social services.

The projects which you have in mind: are they to the benefit of all, to employ unqualified people,
personal friends and so on.

1 would only like »0 see law enforcement expanded if needed during pipeline impact. Our law
enforcement agency 1is more than adequate. 1 am net in favor of .my more government agencies in Tok.
I am not in favor of a local government of any kind!!!

This questionnaire does not appear to be designed for persons from larger cities and therefore
makes it difficult to answer your questions since we already have many of these services.
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FERC Conditionally Approves Construction of Portion of Western Leg of ANGTS

On 1/11/80 the FERC approved construction of the first 160 miles of the Western
Leg segment of the Alaska Natural Gas Transportation System hetween Kingsgate,
British Columbia and Stanfield, Oregon, just below the Washington-Oregon border.
At the same time, the Commission decided that it would issue separate decisions
with respect to the remainder of the Western Lee and the Eastern Leg segments now
consolidated in the Northwest Alaskan Pipeline Co. proceeding (CP78-123 et al.).
The Commission decided to approve early construction of the initial 160 miles of
the Western Leg in order to, among other things, iacilitiate financing for the
remainder of the project and spread the demand for labor and capital over a longer
period of time, thus lessening their costs.

Background

On 6/7/78 the FERC conditionally authorized Northwest Alaskan to import a total of
1.04 Bcef of Canadian gas from Pan-Alberta Gas Ltd. over an initial contract term
of six years, subject to extension for up to six additional yeard (subsequently
extended to a primary term of 12 years) at the border price established under
Canadian law. The Import total includes 800,000 Mcf/d to be received at Monchy,
Saskatchewan (for the Eastern Leg) and 240,000 Mcf/d to be received at Kingsgate
for the Western Leg). Subsequently, two sets of applications relating to the
estern and Eastern Leg segments were filed in regar to the "prebuildi.ng" of the
FArO}ect. Specifically, Northwest Alaskan (CP79-59) applied to sell up to 240,000
cf/d of Alberta gas to Pacific Interstate Transmission Co. for ultimate delivery
(les3 fuel and line loss) to markets in Southern California. Related applications
were filed by Pacific Gas Transmission Co. (CP79-60), Northwest Pipeline Corp.
(CP79-56), EI Paso Natural Gas Co. (CP79-57) and Pacific Interstate (C_P79-58F to
accomplish delivery of this gas from the international boundary near Kingsgate to
"he Arizona-California border. Subsequently, appl cations were filed for the
Eastern Leg from Monchy to Dwight, Illinois.

Thereafter, the Commission consolidated all of the applications anddivided the

Broceedln% into three phases. Phase | was designed to examine the relationship

ecween the prebuild project and implementation of the ANGTS; Phase Il to examin
generally the merits of the prebuild project;, and Phase IIl to evaluate proposals
to import Canadian gas which may be comp.titive with the prebuild proposal,

Phase Il was subsequently divided again for separate consideration of the Western
ar;]d Eastern Legs. The initial decision procedure was then waived for each of the
phases.

Initial briefs were filed with respect to the Western Leg by various Ba_rti_es. The
FERC Staff and the California Public Utilities Commission opposed prebuilding only

a portion of the Western Leg to Stanfield. Oregon so as to transport primarily the
Pan-Alberta volumes. Instead, they preferred constructing the entire Western leg

to Antioch, California as contemplated in the President's Decision aﬁgrovmg "ne
Alcan-Foothills ANGTS (which suggested that prebuilding of certain ANGTS facé4litiea
might be af)proprlate). The entire Western Leg project, as approved by the Iresident,
would involve construction of 341 miles of 36-inch pipeline looping in the PGT
system from Klngsgate to Malin, Oregon and some 143 miles of 16-inch pipeline

looping on the PCIE system between Malin and Antioch, boutn of Antioch up

co 104 miles of 36-inch pipeline looping on the PGtE system will be required.
However, the only ANGTS facilities involved in the sponsors' proposal, on the

other hand, would be the initial 160 miles of 36-inch looping along the PGT system
from Kingsgate to Stanfield, Oregon. Afte that, the sponsors' proposal deviates
from the Western Leg route designated in the President's Decision. Specifically,



January 17, 1980 FOSTER REPORT NO. 1244 - p2

the system of Northwest Pipeline Corp. would be augmented by installation of 35C
miles of pipeline locking from Stanfield to Burley, Idaho, and certain segments of
El Paso's San Juan Triangle facilities would be augmented.

The Staff emphasized that only 16% of the Western Leg of the ANGTS would be pre-
build under the sponsors' proposal. The majority of the facilities proposed and
costs therefor would involve substantial augmentation of non-ANGTS facilities of
Northwest and EI Paso and would not be used to transport the anticipated volumes
of Alaskan gas. Vhe remaining 84% of the Western Leg ANGTS would be required to
be built to transport Alaskan gas. Staff and the California PUC urged that the
sponsors' proposal be reacted and that construction be exclusively along the
Western Leg ANGTS designated in the President's Decision. This, Staff argued,
would be more econonical, provide greater additional capacity at a lesser cost to
the California constmer; and would provide additional benefits of more gas from
other Canadian sourcer. while minimizing environmental effects. The California
PUC stressed that .he project's proposal "could saddle the ratepayers with a depre-
ciation life as short as six years with no possibility of revision after Alaskan
?as begins to flow." Moreover, California PUC added, it involves unnecessary
aC|I|t/|es and could actually cause displacement from California of less expensive
gas. 1

The Staff and California PUC also argued that any exporc permit issued by the NEB
for less than the volume proposed to be imported would bring he project “into
guestlon." The Staff stres-ed that the Western Leg proposal is “"critically
ependent" on the NEB granting a license to export 240,000 Mcf/d for a firm 12
years. "Any reduction in either the daily volumes or the term or the license
vitally affects the economics of the sponsors’ proposals and would require reopen-
ing the record should the sponsors continue to seek Commis3ior approval of their
proposed facilities." The California PUC urged the Commission to determine that
the Canadian export permits would be sufficient before any prebuilding can com-
mence.

Subse uentlg, the NEB authorized new exports of gas to the U.S. totalling 3.75 Tcf
through 12/31/87. The NEB approved the full amount of exports applied for by 10
companies in the first five years (1980-1984), but approved lesser amounts through
1987. As a result, the NEB approved exEorts of 1.8 Bcf by Pan-Alberta instead of
the total of 4.9 Bcf as sought. (See REPORT NOS. 1209, ppl9-21; 1233, pp3-4;
1238, ppl-2; 1239, pp8-Il; 1242, pi0.)

FERC Orde.

With respect to routing of the Western Leg, the FERC could not choose between the
sponsors' proposal and the alternative favored by the Staff and California PUC.
First, the Commission noted, the sponsors stated in their brief that their Ero-
posal is unworkable without changes in the recent export decision of the NEB and
suggested approval subject to a chanﬂe in the NEB decision. The Commission con-
cluded that such a condition, as -well as outright reﬁectlon, would be inappropri-
ate, and it will hold most of the appucat.ons for the sEonsors'_proposal in abey-
ance pending further advice on any modification of the NEB decision or the spon-
sors' proposal.

1/ In Report No. 1.239, plO, it was stated that the CPUC urged that the Western Leg
be rejected. Inadvertently omitted, however, was the CPUC's further suggestion
that the prebuild application be reflied to include construction along the Western
Leg ANGTS as designated in the President's Decision.
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However, the Commission observed that partial looping of the Kingsgate to Stanfield
segment is common to hoth alternative routing progosals, and is also the "pacin
item" for be?mnlng deliveries in the fall of 1980. "The Commission believes that
acceptance of some risks are in order given the urgent national priority of the
ANGTS in Dboth the U.S. and Canada., Thus, the Commission believes that it must
find an acceptable basis for certificating a portion of the ANGTS project now."
Accordingly, the Commission concluded that the public convenience and necessity
requires approvmg[ the partial looping R‘roEPosed for the Kingsgate to Stanfield
segment of the PGT system based on the NEB's export license, and the expectation
that Alaskan volumes will be flowing through those facilities before expiration of
that license. With about 10% of the country's proven domestic gas reserves
located at Prudhoe Bay, and national expedltln(}; legislation in place in both
countries, "the Commission believes that certification of these facilities now is
not an unreasonable exposure for PGT's customers. On the contrary, this country
will obtain a timely addition to its natural gas supplies from the new export
license just granted."

The Commission also approved provision of the transportation service through
existing facilities of Northwest and El Paso to Pacific Interstate Transmission
Co. for the 1980-1981 heating season under FERC-approved tariffs in existence at
that time. "The Commission 1s confident that any additional transportation and
facilities proposals %rowmg out of any further consideration by th NEB will have
been developed and submitted for timely consideration and approval prior to the
end of that period."

While approving portion of the Western Le% facilities, the FERC found the record
in Phase | concerning the benefits of prebuilding "disappointingly \_/ague."_ For
example, the Commission explained, there is no conclusive evidence indicating that
prebuilding will expedite completion of th* entire ANGTS or assure financing for
the remainder of the system. “With or without prebuilding, the evider~e indicates
that Alaskan gas will not begin to flow through the ANGTS until at Least 1984."
The Commission noted that addition of Albertan gas into the system will reduce the
unit cost of service for the Alaskan gas, prebquln% will get the ANGTS project
started sooner, and it will spread the demand for labor and capital over a longer
period of tir , thus lessening the likelihood of increased *abor and material
costs and cc truction delay costs due to increased demand. Also, the Commission
added, prebuiiding will facilitate, although not assure, financing of the remainder
of the project. Based on these fictors, the Commission concluded that prebuilding
will produce "some tangible benefits to the remainder of the ANGTS."

The Commission rejected a recommendation by the Staff that satisfactory commitments
for debt and equ.ty financing for the entire ANGTS be in place before commencement
of construction of the prebuild facilities so as to protect consumers of Canadian
gas from Fayln% excessive charges if prebuilding is not economically justified on
a stand-alone Dbasis (Alberta volumes only) and the ANGTS is not completed. In
support, the Commission said, the Staff conducted an economic study which concluded
that the western Leg would not be viable on a stand-alone basis and that if the
entire ANGTS were not completed, SoCal's customers would pay excessive charges for
Alberta gas. While taking issue with the Staff's study, the sponsors conceded
that thelrd%.rogosal would not be viable on a stand-alone basis if the NEB decision
is nor modified.

The Commission concluded that while noncompletion is 'lways a possibility, it is
convinced that the entire ANGTS will be completed. First, the Commission explained
about 10% of the country's known domestic reserves are located at Prudhoe Bay,
expediting legislation 1Is in place in both countries, and a signed agreement
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committing them to implementation exists. Moreover, the price for the gas is
reasonable when compared to alternative fuels and there are sufficient economic
benefits so as to justify approval. Hence, there is no need for the specific
condition recommended by the Staff since adoption would delay the flow of Canadian
?as from Alberta for one to two years and could also eliminate or reduce the bene-
its associated with prebuilding. This conclusion, the Commission added, is
premised upon the price for the prebuild volumes being determined in a manner
consistent with other Canadian gas exports.

On the question of t};.as.supply, the Commission noted the sponsors contention that
Pan-Alberta has sufficient gas reserves under contract to provide Northwest Alaskan
with 1.04 Bcf'd over a 12-year Benod. The Staff, on the other hand, contended
that because Pan-Alberta might be the source of supFIy for another project designed
to extend Canada's gas system eastward from Montreal to the Maritime Provinces,
Pan-Alberta cannot demonstrate sufficient supplies under contract for both pro-
Lects. Accordingly, Staff urged that any certificate be conditioned upon a showing
ny Pan-Alberta that there are sufficient deliverable volumes to satisfy both pro-
jects for the life of the preiruild facilities. The Commission concluded that Pan-
Alberta's gas supply is adequate to support its contracts with Northwest Alaskan,
and approval of the prebuild project will stimulate exploration and make more
reserves available to Pan-Alberta. However, the Commission observed, it is ‘eeason-
able to assume that Canada will not authorize any export for Pan-Alberta uil.*ss

all domestic requirements can be met. Hence, there 1S no need for the condition
suggested by the Staff,

Turninﬂ to cate and tariff matters, the Commission first rejected PGT's proposal
that the costs associated with the additional partial looping and compression on
its system be recovered from Pacific Interstate over the term of the latter's
export authorization for Canadian gzas,. and that Pacific Interstate bear an allo-
cated portion of the costs of the facilities which are considered to be used to
Jerve all PGT's customers. PGT also proposed to carry this tariff treatment for-
ward to Alaskan gas once it begins to flow. In all authorizations to date, the
Commission said, costs and volumes associated with additions, services proposed by
PGT to PG&E were rolled in with other costs and volumes for the purposes of deter-
mining the rates for service to PG&E and Northwest Pipeline under PGT's cost of
service tariff. All facilities, whether compression or pipeline Ioop|n%, were
deemed to he totally integrated and used for all services rendered by PGT.

In determining the proper tariff treatment here, the Commission decided to focus
on the characteristics of the service to be performed by PGT. First, the Commis-
sion said, the transportation by PGT for Pacific Interstate is similar to services
it now performs for Northwest Pipeline and PG&E. None of the characteristics of
the proposed service tor Pacific Interstate are different from those of the exist-
ing services. All services are firm and none are seasonal or peaking in nature.
The transportation of all gas through PGT's system is and will continue to be a
conventional transportation arrangement. Furthermore, the Commission continued,
the additional facilities will be operationally integrated with PGT's existing
facilities. Both the existing, partially looped facilities and the additional
looping and compression facilities will be used for all services. Furthermore,
the Commission found it significant that the additional facilities are a prebuild
portion of facilities necessary to transport Alaskan gas whose beneficiaries will
also be Northwest and PG&E. Hence, it would make little sense to separate the
costd ind volumes associated with the transportation of gas from Alaska and for
Pacific Interstate on the one hand from cc 1s and volumes associated with trans-
portation of gas for PG&E and Northwest on the other hand, as PGT proposes.
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The FERC conceded that facilities required ‘or this project and completion of the
Western Leg are more costly than existing facilities which have been substantially
d->p eciated, and the effect of rolled-in tariff treatment will be to increase the
rates for PGT's services to Northwest and PG&E. nowever, in the past, both have
received cost benefits under the cost of service tariff from the depreciated exist-
ing facilities and will continue to receive them in the future along with all
PGT's customers. Moreover, PG&E and Northwest have derived significant benefits
from the cheap expansibility of the existing pipelinein the form of reduced rates
with each increment of additional throu%hput added toits system. Nevertheless,
limits of this cheap expansibility of the existing line have now been reached. "The
Commission sees no reason why the existing customers should now have what amounts
to a priority for rate and tariff purposes on the existing pipeline, a priority
which results from PGT's departure from the rolled-in treatment accorded additional
compression and pipeline loo%ing facilities in the past, coupled with complete
insulation from the costs associated with the additional facilities." While a
goal of regulation is to match costs incurred with benefits received to specific
consumers, the Commission added, there are times when this is "not worth the
administrative costs and inconvenience, and this is one of those occasions. The
rolled-in tariff and financing aﬁproach will make PG&E customers an more now in
order to pay less later, but It has the advantage of making the PGT looping pro-
posed as part of this proceeding supportable based on currently authorized exports
of Canadian gas. We hope that the ErOJeCt sponsors are successful in obtaining
additional volumes of.é;as exports; nhowever, more than twoyears after apﬁroval 0f
the ANGTS by th” President and the Congress, the timehascome to take the first
step toward implementation of this massive project.”

However, the Commission added, if after further NEB action on the gas exports, the
three prmmBally affected parties — PGT, Pacific Interstate and the California
PUC — are able to agree on tariff and financing proposals superior to the rolled-
in approach, the Commission will be prepared to reconsider its decision on that
issue.

on other matters, the Commission (1) concluded that no,chan%es to the depreciation
provisions of PGT's cost of service tariff need be made — because the Canadian
export authorizations issued to PGT's supf)ller, all of which expire before 1992,
continue to be a valid measure of the useful life of the PGT system; (2) declined
to modify PGT's existing rate of return — because that is not properly a subject
of concern in this certificate proceeding; and (3) reaffirmed an earlier conclu-
sion that a resale restriction in the Northwest Alaskan/Pan-Alberta contracts
authorizing the latter to terminal sales if the former resells exported Alberta
gas in the u.s. to any purchaser not a partner in ANGTS does not violate a provi-
sion of the ANGTA which rec .es, among other things, that nonowner shippers be
afforded equal access to the pipeline — because such provision seeks to protect
3h|pﬁer3 of ?as — in particular, nonowner suppliers — and does not protect the
purchasers of gas who are the only ones subject to the contract restriction.
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D.C. Circuit Holds that Regulatory Agency Member Not Disqualified from Rulemaking
Proceeding Without Showing of "Unalterably Closed Mind" on Critical issues

On 12/27/79 the U.S. Court of Appeals for the D.C. Circuit reversed a decision of
U.S. District Court of the District of Columbia which upheld a petition by the
Association of National Advertisers, Inc. et al. prohibiting Michael Pertschuk,
Chairman of the Federal Trade Commission, from participating in a pending rule-
making concerning children's advertising on TV on the ground he had prejudged
issues involved therein. The D.C. Circuit concluded that "an agency member may be
disqualified from such a proceeding only when there is a clear and convincing
s.howmgi that he has an unalterably closec mind on matters critical to the dISﬁOSI'
tion of the rulemaking." In so holding, the Court aFre_ed with arguments of the
FTC and seven other federal regulatory agencies, including the FERC, that the
lower court's decision would have "a potentially chilling effect on otherwise
legitimate public discussion of important requlatory policy questions and hampe”-
the policymaking process.” 1/

In the lower court case, the Natic-al Advertisers charged that Mr. Pertschuk made
public statements concerning regu. tion of childern's advertising that demonstrated
prejudgment of specific factual issues sufficient to preclude his ability to serve
as an impartial arbiter. The Chairman had made several public comments about
children's susceptibility to advertising and about how the FTC might reach the con-
clusion that such advertising is "deceptive." Later, the FTC began a rulemaking
[;roceedlng to consider certain restrictions on advertising directed to children.

he lower court first noted that the FTC rulemaking is governed by the Magnuson-
Moss Act, which imposed additional procedures — including trial-type hearings in
some cases — onconventional notice and comment rulemaking. For that reason, the
lower court applied the strict disqualification test applicable to adjudication —
as specified in the D.C. Circuit's decision in Cinderella Career and Finishing
Scnools, Inc. v. FTC, 425 F.2d 583 — i.e., whether "a disinterested observer may
conclude that [the agency member) has in some measure adjudged the facts as well
as rhe law of a particular case in advance of heaiing it."

Ir seeking rehearing before the D.C. Circuit, the FTC argued that the standard for
uidqualificatic of an administrative decisionmaker in an ad'ﬁudication — relied
on by the ower court — differs from :he standard in rulema in?s, and that, under
any disqualification standard, Chairman Pertschuk could not be found to ha_veJJre-
judged issues i.i contravention of due process. In an amici curiae brief filed by
the FERC and six other regulatory agencies, the "critical distinctions" between
rulemaking and adjudication were also stressed. Rulemaking, they declared, is
"different in concept, and different in procedures." By definition, they explained,
rulemaking is the process for developing an agency statement of a general or parti-
cular applicability and future effect designed to implement, interpret or prescribe
law or policy. This process i3 typically concerned with broad policy considera-
tions rather than review o' individual conduct, And thi3 conceptual distinction,
which is clearest in cases of informal rulemaking where there are no hearing
requirements, remains valid no matter what the particular procedural format. "The
mere presence of hearings, for example, ought not to convert what is really a
rulemaking into adjudication."

1/ On 1/7/80 Chairman Pertschuk withdrew from the case because his involvement
may strengthen jupportsrs of legislation to bar the FTC from issuing a rule to
restrict TV commercials aimed at children.
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The regulatory aEencies called attention to the D.C. Circuit's holding in another
case that rulemaking "is not to be shackled, in the absence of clear and specific
Congressional requirement, by importation of formalities developed for the adjudi-
catory process and basically unsuited for policy rulemaking." They urged that the
adjudicatory concept of disqualification employed by thi lower court is one of
those "formalities developed for the adjudicatory process and basically unsuited
for policy rulemaking. . . , The Cinderella concept — that a member must be
disqualified if he or she 'has in some measure' prejudged the facts or law —
simply does not blend with the rulemaking process."

The regulatory agencies further observed that a rulemaking proceeding begins with
a notice of proposed rulemaking, a document which "inevitably shows that the
agency ‘has in some measure' prejudged issues." As a practical matter, they con-
tinued, such notice normally reflects a substantial step along the way from an
idea to a final rule. In important rulemakings, moreover, the idea will have been
closely examined by Staff experts and agency members themselves. Drafts of the
notice and accompanying statements may well have been rewritten after direct con-
sultation with and upon instructions from agency members. The .nore important the
rulemaking, the closer the personal involvement of the agency member is likely to
be. "Devoting that kind of attention to major policymaking questions is, after
ail, just what the agency member is suppose to be doing."

However, the regulatory agencies continued, if the Cinderella test is to %o beyond
adjudication into rulemaking, “there is an obvious anoma'y." On the one hand, the
ager.cy is not suppose to ?lve the appearance that it has in somemeasure adjudged
the facts as well as the law of the proceeding. But at the sametime, it is also
suppose to issue a notice Whlch_lnherentI% reflects at least a prelimirary judg-
ment — often formed after considerable thought — about the very subject matter
of the controversy. "Vie think it apparent that a literal application of the
Cinderella test is wholly unsuited far the rulemaking process."

Furthermore, the regulatory agencies stressed, the extension of the Cinderella
approach to rulemaking would have a "chilling ffect on the public expression of
views about important subjects. From a policy standpoint, we believe that the law
ought to recognize and accommodate this important informational aspect of an
agency's work. The rules should encouurage— not deter — ag»ncy members from
3peak|n% out openly on the very  kinds of broad policy questions likely to lie at
heart of the most significant rulemakings."

The regulatory agencies also emphasized the affirmative duty that they have to
report and inform the public on issues involving the industries they regulate.
The FERC, for example, is authorized to.publish and make available to state com-
missions and municipalities in.'orm.ition about matters investigated undor the
Natural Gas Act and the Federal Power Act. "These responsibilities reflect the
public's legitimate interest inKnowing how agency members think about important
policy questions. We think it vital that these considerations not be subordinated
to a notion drawn from adjudication (where this informational role is far less
important) that there is_something wrong with an agency member telling the public
his or her preliminary views about a pending i3sue. Just 33 legislators may
approach their tasks with preliminary views — the typical Congressional hearing
opens with a statement reflecting substantial prejudgment about the problem — so
may agency members."
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While arquing for the inapplicability of strict adjudicatory standard of the
Cinderella case to rulemaking, the agencies recognized that the need for some kind
cf a standard to deal with extraordinary situations. Accordingly, they su?gested
a standard which would allow disqualification in any kind of rulemakln% only when
there has been "a clear and convincing showing that the agency member has an
unalterably closed mind on matters critical to the disposition of the proceeding.
This formulation would ensure that any agency member who cannot meaningfully
fulfill his or her responsibility under the (Administrative Procedure Act] would
be disqualified."

The D.C. Circuit first held that the FTC proceeding was rulemaking notwithstanding
the additional procedures required by the Magnuson-Moss Act. The Court stressea
that it never intended the Cinderella rule to apply to a rulemaking procedure such
as the one under review here. "Legislative facts adduced in rulemaking partake of
agency expertise, prediction and risk assessment." In the Cinderella case, the
Cou”t noted, it was able to "cleave fact from law" in deciding whether particular
factual issues had heen prejudged. "In the rulemaking context, however, the
factual component of the policy decision is not easily assessed in terms of an
empirically verifiable condition. r.ulemakin% involves the kind of issues 'where
a month of experience will be worth a year of hearings' Application of Cinderella's
strict law-fact dichotomy would necessarily limit the ability of administrators to
discuss policy questions. The legitimate function of a policymaker, unlike an
adjudicator, demands interchange and discussion about important issues. We must
not impose judicial rt.".es upon administrators when they perform functions very
different from those of judges."

Furthermore, the D.C. Circuit continued, the Cinderella view of a reutral and
detached adjudicator "is simply an inapposite role model for an administrator who
must translate broad statutory commands into concrete social policies. If an
agency official is to he effective, he must en%age in debate and discussion about
the policy matters before him. As this Court has recognized before, ‘informal
contacts between agencies and the public are the ‘bread and butter' of the process
of administration.™ The Court concluded that a Commissioner should be disquali-
fied "only when there has been a clear and convincing showing that the agency
member has an unalterably closed mind on matters critical to the disposition of
the proceeding." In this case, the Court said, Chairman Pertschuk's remarks,
considered as a whole, represent discussion "and perhaps advocacy, of the Legal
theory that might support exercise of the Commission's | risdiction over children’s
advertising. The mere discussion of policy or advocacy on a legal question, how-
ever, iz not sufficient to disqualify and administrator."

The Ccurt'3 decision was signed by Circuit Judge Tamm. Circuit Judge Leventhal
(prior to hi3 recent death) concurred in a separate statement. Circuit Judge
acKinnon ais3ented on the %round, among others, that the "unaiterably closed
mind" standard is improper here because of the ad;udicatory overtones of the
Magnuson-Moss Act. Moreover, he 3tated that the “"closed mind" test is so overly
strict as to make it practically impossible to prove.
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Fourth Circjit Refers Certain Issues in Case Involving Gas Shortage on Transco's System
to FERC

On 1/8/80 the U.S. Court of Appeals for the Fourth Circuit granted a motion by
Transccntinental Gas Pipe rine Corp. that it hold in abeyance review of an award
of $23.8 million in damages by a North Carolina federal district court as a result
of curtailments to certain customers, and refer to the FERC certain underlying
'ssues involving, amon? others, the reasons for shortages on Transco's system.
The Court, however, retused to vacate the lower court's judgment. CF Industries,
Inc. ard Farmers Chemical Association, Inc. v. Transcontinental Gas Pipe Line
Corp., Nos. 79-1359 and 79-1366.

This case arose out of civil damage suit filed against Transco by CF li,dustries
and Farmers in connection with the curtailment on Transco's system be%mnlng in
1971, On 2/16/79 a jury in the North Carolina court awarded $23.8 million 1n
damages to CF and to Farmers hased on Transco's liability in contract, negligence
and promissory estoppel. Earlier, the lowe* court twice refused Transco's aE eal
that certain issues raised in the case falling within the expertise of the FERC
zénd which have an impact upon its regulatory responsibility be referred to the
ommission.

On 2/28/79 Transco filed a petition (TC79-8) requesting the Commission to (1)
institute a proceeding into circumstances which resulted in the gas shortage on
its pipe.-ine system, the effects of its gas tariff curtailment provisions and ser-
vice agreements and Commission orders, rules and regulations, and the effect on
the Commission's ability to carry out its responsibilities by the damage award,
and (2) i3sue a declaratory order holding, among other thln%s, that the shortage
on Tr?nsco's system was caused by factors beyond its control, Transco reacted
thereto ir good faith and in a prudent manner, its curtailment tariff provisions
and service agreements are in compliance with Commission rules and regulations
(and therefore represent a defense to any claims for damages), and that any such
award woulc constitute an undue preference and discrimination under the Natural
Gas Act and adversely affect the Commission's ability to fairly allocate supplies
available to Transco.

On 8/17/79, :he Commission (1) agreed that a proceeding should be instituted on
the effects c¢f Transco's gas curtailment provisions and service agreements and
Commission orier3, rules and regulations, including whether any undue preference
or advantage ,s involved with the award of deimages; and (2) granted that portion
of the request for a declaratory order holding that Transco's curtailmen : tariff
provisions and service agreements are in compliance with Commission rules and
regulations. The Commission denied Transco's request for a proceeding and
declaratory ordnr in all other respects.

In subsequent applications for rehearing by Transco, INGAA and others, it was
argued that the commission must inquire into the facts and circumstances of the
shortage on Transco's system in order to determine whether it _p_roperly{ carried out-
its gas acquisition, transportation, inventory or sales activities. This same
|ssude, it was noted, is also involved in other cases where pipelines are b(ing
sued.

Transco also filed 4 petition in the Fourth Circuit for review of the damage award,
in which it requestei the Court to refer the underlying issues involving the
shortage on its system to the Commission. In an amicus cutiae brief, the FERC
asserted that the Court should vacate the lower court's judgment and remand with
instructions to refer issues subject to the Commission's primary jurisdiction —
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I.e., concerning the interpretation and effect of the certificate, tariffs and
service agreements, and orders, rules and regulations as they affect the litiga-
tion. However, the Court should not direct the referral of the question of ulti-
mate liability in the damage action, including whether compliance with Transco's
tariff provisions is a complete defense to any claims for damages for breach of
contract — because "that responsibility belongs to the courts." (See REPORT NOS.
1224, ppl6-18; 1231, pp22-25))

In its decision, the Fourth Circuit agreed with a conclusion reached by the Fifth
Circuit in a 1976 case involving a similar controversy that deference to the
primary jurisdiction of the Commission is particularly appropriate in the complex
area of natural gas curtailment. The Fourth Circuit quoted the Fifth Circuit's
decision that "referral is particularly appropriate. While the Federal Power
Commission's jurisdiction is somewhat limited, the Natural Gas Act, as interpreted
by the courts, has provided the Commission with the statutory basis for pervasive
regulation ¢ the curtailment question . . ..  The Commission is presently
involved in resolving issias which have a direct impact on similar litigation
involving curtailment plans. The advisability of invoking primary jurisdiction is
greatest when the issue is already before the agency . . ..  The Commission,
moreover, is reviewing in some detail the facts and 'elrcumstances that resulted in
the present shortage In order to determine what is a fair, equitable, permanent
curtailment plan. Indeed, this court has already stated in a similar action that
referral to the FPC is preferred.""

The Fourth Circuit also noted that in one of its own ﬁrior ca? 't "recognized
the unique expertise of the Commission . . . ." In that case, t i Court said, it
found the Commission to be "'a far more appropriate body than a district court"
to make a determination requiring a balancing of conflicting needs and interests
of all consumers of the gas supplier involved.

However, the Fourth Circuit agreed with the FERC's position that the Commission
does not have authority to adjudicate ultimate liability in the pending damage
action since this responsibility rests solely on the Court, and that any inquiry
by the Commission into the effect of a damage award ago.nst Transco on the
Commission's abiIitY_ to carry out its responsibilities, including allocation of
Transco*3 gas supplies, would be premature and speculative at this point.

The Fourth Circuit concluded that the Commission has the authority under the
Natural Gas Act to investigate the causes of a gas shortage on any particular
pipeline system, and 3uch an investigation and determination "would be ppropriate

d helpful in the pending litigation." But the Court decided not to approve the
suggestlon of the Commission and Transco that the lower court's judgment be vacated
and the case remanded with instructions to refer the specified Issues to the
Commission for the exercise of its primary jurisdiction, with the lower court
proceedin staxed pending final Commission action. Instead, the Fourth Circuit
decided that the appeals pending with respect to the lower district court action
should be held in abeyance and that certain facts and issues be referred to the
Commission for its determination and decision, after which the Court would con-
sider the appeals and determine the proper procedure.

Specifically, the Court directed the Commission to consider (1) the facts and
circumstances resultlnq in the shortage on Transco's system that allegedly
resulted .n the loss claim by CF Industries and Farmers; (2) the meaning and
interpretation of Transco's gas tariff curtailment provisions and service agree-
ments and of Commission orders, rules and regulations relating to curtailments in
the event of shortage, and the effect of such provisions on Transco's
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responsibility to its customers; LS) whether undue preference or advantage is
created by the damage award and what administrative action, if any, should be
taken; (4{ the meaning and effect of Transco's contracts and related certificates
authorizing service to distributor customers; and (5) any other findings the
Commission deems appropriate and relevant.

* * * X *

On 1/17/80 FERC Administrative Law Judge Steven M. Charno granted a motion by
Transco that the procedural schedule in the investigation (TC79-8) ordered by the
Commission's 8/17/79 order on the effects of Transco's gas curtailments and ser-
vice agreements and Commission orders, rules and regulations be suspended Bendlng
Commission action in response to the Fourth Circuit’s decision described above.
In support, Transco noted that the issues referred to the Commission by the Court
are broader than, and in conflict with, issues which the Commission set for
hearing in its 8/17/79 order. Hence, the procedural schedule should be suspended
to prevent potentially wasteful effort by the parties until the Commission has
acted with respect to the Court's referral order.

Supreme Court Asked to Review Conflicting Decisions of D.C. Circuit and Fifth Circuit
Ruling on Commission's Power to Impose a 30-Day Timing Requirement on Advance Payments
Covered by Order No. 465

During the past month, petitions for writ of certiorari were filed in the U.S.
Supr-sme Court by Tennessee Gas Pipe .ine Co. and the FERC to review conflicting
decisions by the D.C. Circuit and the Fifth Circuit in regard to the Commission's
power to impose a 30-day timing requirement on producer expenditure on advance
payments received under Order No. 465 in determining whether such advances are
'reasonable and appropriate” for rate base treatment. The FERC requested .eview
of the Fifth Circuit's decision only if the Sup-eme Court grants Tennessee's peti-
tion for certiorari to review the D.C. Circuit's decision. Tennessee Gas Pipeline
Co. v. FERC (No. 79-962) and FERC v. United Gas Pipe Line Co. (No. 79-1055).

First, on 12/19/79, Tennessee Gas Pipeline Co. asked the Supreme Court to review a
D.C. Circuit decision issued 6/20/79 (Tennessee Gas Pipeline Co. v. FERC, No.
77-1496) which, among other things, remanded FPC Opinion Nos. 769 and 769-A deny-
ing inclusion of some $100 million of front-end advance payments made by Tennessee
éR 73-113) to producers under agreements executed in 1973.  In that year, the
ommission's advance Bayment program was governed by Order Mo. 465 which required
merely that advances be "reasonable and approgprlate' in order to qualify for rate
base treatment. Subsequently, in Order No. 499 gpvernln% the advance payment
program during the years 1974 and 1975, the Commission clarified that advances
must be expended by producers within a "reasonable time" after inclusion thereof
in the pipeline's rate base. In Opinion No. 769 (issued 7/9/76), the Commission
ruled for the first time that advance payments not expended by producers within 30
days are "presumptively extravagant" and hence not "reasonable and appropriate”
for ‘inclusion in the advancing pipeline's rate base. While conceding that Order
No. 465 did not contain any timing requirement, the Commission declared chat the
"reasonable and appropriate" standard was consistent with well-established prin-
ciples of regulatory law that "extravagant or unnecessary costs cannot be passed
along to customers through rates." Further, the Commission stated, "it has not
been suggested by Tennessee that a producer in the conduct of its own business
would borrow money and pay interest thereon far in excess of the time it is needed.
Nor do we think Tennessee could make such a showing. We find, therefore, that
front-end *.dvance payments are presumptively extravagant." In Opinion No. 769-A
(issued 5/31/77()), the Commission denied that application of a timing standard to
advances under Order No. 465 constituted retroactive ratemaking since the
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“reasonable and appropriate” standard, which pervaded all of the advance payment
rulemaking orders, "necessarily covered such unnecessary and extravagant costs as
those resulting from front-end advances."

On ayp .al, the D.C. Circuit partly affirmed and partly remanded Opinion Nos. 769
and 769-A, as well as FPC orders in two other cases which similarly applied a 30-
day standard in disallowing ratn base inclusion of advance payments by Transcon-
tinental Gas Pipe Line Corﬁ. and Michigan Wisconsin Pipe Line Co. pursuant to both
Order Nos. 465 and 499. The Court concluded that the Commission correctly
rejected the pipelines' position that the front-end advances were dictated by
"good faith business judgments" given the competitive conditions at the time and
hence were "reasonable and appropriate” for Burposes of inclusion in the rate
base. The Court said the pipelines had the burden of demonstrating affirmative
evidence in favor of "extended" front-end advances, especially in view of the
traditional "used and useful" public utility conceﬁt on which the Commission has
consistently relied. At the same time, the Court held that the Commission's 30-
day rule focused too narrowly or a line-of-credit approach and, as a result, the
Commission "failed to evaluate fully and fairly the reasonableness of the protec-
tive mechanisms adopted by particular pipelines to fulfill their obligation of
vigilance in the consumers' interest." The Fifth Circuit accordingly remanded the
cases for a more extensive and flexible inquiry into thereasonableness of _
attempts to prot*ct ratepayers from excessive costs. On 10/31/79 the Court denied
rehearing and s gestions for rehearing en banc. (See REPORT NO. 1214, ppl8-21.)

The D.C. Circuit's decision was issued two da¥s prior to a Fifth Circuit decision
(United Gas Pipe Line Co. v. FERC, No. 78-1091) which overturned Opinion Nos. 815
and 815-A denyln?—_rate base inclusion of some $24 million of advance Bayments by
United Gas Pipe Line (RP74-20, RP74-83) under Order Nos. 465 and 499 pecause the
advance payments had not been expended by the recipient producers within 30 days.
The Fifth Circuit reversed the Commission*3 denial of rate base treatment for
advance payments governed by Order No. 465. As applied to these payments, the
Court said the 30-day standard "arbitrarily imposes a new dimension and a new
restraint .. .. The law will not tolerate this sort of after-the-fact, in fact
retroactive, imposition of standards." In regard totheadvances covered by Order
No. 499, the Fifth Circuit reversed and remanded the Commission’sapplication of
the 30-day rule as "unreasonably harsh.," The "relatively vague" timing guideline
imposed in Order No. 499, the Court said, did not constitute sufficient notice to
plgellnes that all advances should be made on a 30-day instaliment basis. On

8/ |/67917t;19 Court denied FERC's petition for rehearing. (See REPORT NO. 1217,
pplo-Lf.

In still another case, the Seventh Circuit on 1/5/79 reversed and remanded an FPC
order of 6/3/77 which applied the 30-day rule in denying rate hase treatment for
front-end advance payments by Natural Gas Pipeline Co. of America (RP73-110).
Natural's advances were all made pursuant to Order No. 499. The Seventh Circuit
held that imposition of the 30-day standard represented a retroactive modification
of Order No. 499, which merely required that advances must be expended within a
"reasonable time" after their inclusion in a pipeline's rate base.

In seeking Supreme Court review of the D.C. Circuit's decision of 6/20/79,
Tennessee contended that the Court's holding regarding Order No. 465 advances
conflicted dlrect% with the Fifth Circuit's decision in the United case described
above. Further, the D.C. Circuit's rationale that imposition of an implicit timing
requirement is net impermissible retroactive rulemaking conflicts with the Seventh
Circuit's decision in the Natural Gas Pipeline case dealing with Order No. 499
advances. Proper resolution of this conflict is of "critical importance” to the
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natural gas industry, Tennessee declared, since it involves the ultimate dis-
F.osmon of substantial Order No. 465 advance payments made by interstate pipe-
ines generally. In this regard, Tennessee noted that nearly 9% of the 5 5
billion total committed by interstate pipelines under the advance payments program
represented front-end advances of the type involved in this case. Moreover,
Tennessee added, even though the advance pagment.program has now been terminated
prospectively as to new agreements, the problem is of continuing importance to the
administration of jurisdictional cate .increases filed under advance payment con-
tracts which remain in effect.

The second petition for certiorari was filed on 1/5/80 by the Solicitor General,
on behalf of th FERC, to review the Fifth Circuit's decision in the United case
with respect to advances under Order No. 465. iThe petition does not request
review of the Fifth Circuit's remand of the Commission's disallowance of frent-<*nd
sadvances under Order No. 499.) The FERC asked that its petition for certiorari be
granted only if the SuRreme Court grants review of the D.C. Circuit's decision in
the Tennessee case. The Commission noted the direct conflict between the Fifth
Circuit and D.C. Circuit decisions respecting the Commission's power to impose a
timing requirement on Order No. 465 advances. However, while the FERC agrees with
the D.C. Circuit's holding on this issue, it does not advocate Supreme Court review
of the interpretation of Order No. 465, which "governs only contracts executed in
1973 under a terminated experimental program." Consequently, the FERC intends to
oppose the petition for writ of certiorari in the Tennessee case (No. 79-962).
However, if the Supreme Court grants Tennessee's petition for review in that case,
it should also grant review in the United case "so that the interpretation of
Order No. 465 will be uniform for pipelines and consumers throughout the country."

Tenneco, FERC, INGAA File Complaints and Requests for Injunctive Relief Enjoining
Enforcement of Louisiana Statute on Intrastate Purch sersl Right of First Refusal

During the past several weeks, Tenneco, Inc., the FERC and the Interstat* Natural
Gas Association of America (INGAA& have filed complaints for ¢ .laratory judgment
and injunctive relief with the U.S. District Court for the Middle District of
Louisiana (Civil Action Nos. 80-17 et al.) in regard to a recently enacted
Louisiana statute, effective 9/7/79, which provided Louisiana in'-rastate pur-

c. .serd of natural gas with a right of first refusal for all natural gas not com-
mitted orldedlcated to interstate commerce prior to 9/7/79 effective date of that
statute. 1/

The Louisiana Act (No. 732) amended the state s Natural Resources and Energy Act
of 1973 to require that "producer-seller3" of natural gas not committed or dedi-
cated to interstate commerce prior to 9/7/79 otcain a state certificate of public
convenience and necessi... hefore allowing the introduction of such gas into any
interstate pipeline system. The Act further requires producer-sellers to make a
bona fide offer to sell such gas to intrastace natural gas transponers before
committing the supply to intprstate commerce. Noncom{)llance with the Act is not
excused by contractual obligations, and criminal penalties are set forth for
violations. Interim regulatmns.|mp|emen.t|n_g the Act were promulgated on 10/28/79
by the Louisiana State Conservation Commission.

1/ The District Court originally set a 1/18/79 date for a hearing on the pre-
liminary injunction request, but this date was extended indefinitely by request of
the State of Louisiana.
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In its complaint and request for a preliminary injunction, Tenneco asserted, among
other things, that the Act "has had a chilling effect on the willingness of sellers
to contract for sale in interstate commerce." Tenneco cited eight contracts which
it has entered into with producers since the enactment date of the legislation but
for which no deliveries have commenced owing to the requirements of the Louisiana
statute. Moreover, Tenneco stated that the requirements of the Act have hampered
its efforts to negotiate further contracts and thereby limited its ability to
fulfill the natural gas requirements of its customers.

As further support for its complaint and request for a preliminary injunction,
Tenneco contended that the Act (1) unconstitutionally discriminates aga.rst inter-
state commerce bg creating an undue preference for intrastate purchasers; (2) con-
stitutes a prohibited burden on interstate comnerce in violation of the Commerce
Clause of the U.S. Constitution; }3) conflicts with federal statutes and is hence
void under the Supremac * Clause of the U.S. Constitution; and (4) contradicts the
responsibilities of the FERC in the exercise of its jurisdiction under the Natural
Gas Act and the NGPA.

The FERC, in its complaint in intervention, also asserted that the Louisiana
statute violates the Commerce and Supremacy Clauses of the U.S. Constitution and
conflicts with the FERC's exclusive jurisdiction over interstate pipeline trans-
actions. Additionally, FERC cited fl.e deleterious effect the Act will have on
future additional gas supplies for the interstate market. “"At a minimum," FERC's
compiainc 3tated, "this provision will delay the attachment of new gas supplies
.. . at the worst, it will reduce the new gas supplies available to the Inter-
state pipelines to the extent that intrastate purchasers exercise their right *o
purchase such gas."

INGAA also cited the above arguments of Tennessee and FERC in suPport of its com-
plaint and request for declaratory judgment and injunctive relief. Additionally,
the coxiplaint stated that the Louisiana Act, in depriving member companies of
INGAA of their freedom to contract with whomever they choose, violates those
((::ompa_nies_' r.ghts under the provisions of the 14th Amendment of the U.S.

ons :itution.
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FERC Law Judge Finds Violations of Natural Gas Act by National Fuel Companies

On 1/11/80 FERC Law Judge George P. Lewnes issued an initial decision finding that
National Fuel Gas Supgly Corp. and National Gas Storage Corp. violated the Natural
Gas Act and the U.S. Criminal Code in connection with certain construction activi-
ties related to development of storage fields in western New fork. Judge Lewnes
recommended that the violations be referred to the Department of Justice for
criminal prosecution.

This proceeding was initiated by the FERC on 12/19/77 in response to a complaint
by Fair Environmental Deals for United People (CP77-590) directed to activities of
the National Fuel Companies (or their predecessors-in-interest) around Allegany
County, New York from January 1975 through July 1977. These activities related,
in part, to a lor’'-tern storage project whereby National Fuel Supply (CP77-492

et al.) proposes to abandon, and National Gas Storage proposes to acquire, three
separate storage fields — West Independence, East Independence and Beech Hill —
located in Allegany Coun y. After further development, the three fields would be
connected via 17.7 miles of new pipeline to National Fuel Supply's interstate
transmission system in Potter County, Pennsylvania. The proposed project, esti-
mate'? to cost nearly $50 million over a three-year period, would enable long-term
storage service by National Gas Storage to six nonaffiliated utility customers in
aggregate amounts increasing to 22 Bcf by 1980. By order dated 2/1/77, the FPC
scheduled hearings on the proposed project to consider various unresolved ques-
tions, including environmental impact, rate level and rate form, conditions (if
any) to be attached to construction of the proposed facilities, financing, arid the
impact on existing customers of the National Fuel Companies of developing storage
facilities to serve six offsystem distributors. The Commission subsequently con-
solidated applications by Transcontinental Gas Pipe Line Corp., Columbia Gas
Transmission Co. and Tennessee Gas Pipeline Co. to transport storage injection and
withdrawal volumes for the six distributor customers. In June 1979, the Conn Lssion
approved construction of a portion of the facilities.

Specifically, FEDUP m which described itself as a "nonprofit, unincorporated
public ber”fit association” representln% resident., in the immediate vicinity of
the challenged activities — asserted that the National Fuel Ccmpanies had unlaw-
fully constructed facilities in the Beech Hill, West Independence and East
Indeﬁendence ireas for transportation ana storage of interstate gas in violation
of the Natural Gas Act, had providea false information to the Commission for the
purpose of unlawfully evading jurisdiction over rework_n? of 13 wells at the West
Independence Field (CP76-364"; and had Browded false information in various maps
submitted to the Commission. (See REPORT NOS. L127, pp29-31; 1136, pp30-31.)

In his initial decision, Judge Lewnes 3tated that the National Fuel Companies
violated the Natural Gas Act by substantially installing comf)ressor units at the
West Independence Field two months before Commission approval, reworking 21 wells
at the Beech Hill Field without authorization; and commencmﬁ installation of com-
pressor facilities at the Beech Hill Field. He also found that the companies
violated the U.S. Criminal Code by providing false information in a map of the
We3t Independence storage pool.

Mo3t of these violations, he said, involved the installation of facilities and
reworking of wells for the storage facilities before the necessary Commission
authorization had been given. He stated that the companies' self-imposed time
schedule for c.ompletlng[ the storage facilities was the prmmﬁal motivating force
for the violations. “"The substantial evidence . . . forces the conclusion that
these illegal actions were not merely apparent willful and knowing violations, but
rather were deliberate and result-oriented."
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In support of his conclusion, Judge Lewnes observed, among other things, that the
Commission had set the storage proposal for hearing and, on a number of occasions,
specifically denied requests by the comPanies for temporary authorization for
portions of the construction. Nevertheless, the companies illegally commenced
portions of the project without authorization.

With respect to the violations of the Natural Gas Act, Jud%e Lewnes noted the
Commission's policy that if any illegal action appears to have been taken will-
fully and knowingly, it would refer the case to the Department of Justice. "The
character of every act depends upon the circumstances 1t which it was done. Here,
there is nothing in the factual circumstances as would militate against a referral.”

As noted, the Law Judge found a violation of the U.S. Criminal Code by the National
Fuel Companies by virtue of their providing false information to the Commission in
a map of the West Independence storage pool. He said that the motive for this
falsification was the companies’ need for a storage permit from the New York State
Department of Environmental Conservation ﬁnor to development of the storage
facility. The New York agency requires that an applicant hold 75% of the storage
rights under the land inside the pool boundary before a permit will be issued.

The record shows, he said, that the company engage*, in a "knowing and willful
falsification" in drawing a false boundary of the storage pool on the map sub-
mitted to the Commission.

In urging that this violation also be referred to the Justice Department, Judge
Lewnes noted that there is no discretionary authority vested in an agency to deter-
mine whether to transmit evidence of an agparent violation of a federal statute of
general applicability (the U.S. Criminal Code). Hence, "it is obligatory on the
part of the Commission to transmit the evidence adduced and the related findings
and conclusions to the Attorney General . . "

Finally, the Law Judge stated that the violations (excegt with respect to the map)
"were undertaken with the ?rior willful and knowing authorization of Mr. John A,
Comet," former President of the National Fuel Companies. In this connection,
Judge Lewnes stated that the inquiry here should not be limited to whether there
has been a corporate violation. "Obviously, merely pursuing a corporate entity as
opposed to individual corporate officers for a statutory violation is of little
(;onse(éu_ence. ‘Monetary fines paid by a corporate body for illegal undertakings of
its officers in the corporate name does not provide a deterring desideratum. The
courts have recognized this and where appro[priate, have permitted the prosecution
of an officer or employee of a corporation for illegal acts done on behalf of a
corporate employer."
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FERC Approves Settlement Filed by Reversionary Mineral Interest Owners to Resolve
Pricing Issues Raised by Southland Royalty-Type Sales

On 1/17/80 the FERC approved a settlement offer submitted by four reversionary
mineral interest owners — Dore Corp. (CI76-315 and CS76-639;, Sullivan-Wells Co.
(CI76-316 and C876-460g, Sriercrest Oil Co. (CI76-396 and CS76-762) and Fort Worth
National Bank et al. (CI76-587) — to resolve a number of Southland Royalty-tyoe
cases currently pending before the Fifth Circuit on judicial review. 1/

The above producers were lessors under various 50-year oil and gas leases which
expired during the first half of 1976. At that time, mineral interest rights in
nine wells revetted to the lessors. The reversionary interest owners were ordered
by the FPC on 3/12/76 and 7/6/76 to continue — p.endmgi the outcome of litigation
in the Southland Royalty case involving the question of continued dedication of
gas to interstate commerce following expiration of 50-year leases — the jurisdic-
tional sales made by Iar%e Froducer lessees to interstate pipeline purchasers
prior to expiration of the leases In question. These sales were made b the pre-
vious lessees at rates of 18.0" or 23.5*, The Commission included prot«.ctoive
provisions specifying that continued deliveries by the reversionary mineral
interest owners during the interim period until resolution of the Southland
Royalty case would be without prejudice to their position regarding tne dedication
status of the gas involved. Subsequently, the FPC denied applications filed bﬁ/
three of the mineral interest owners for small producer certificates to 3ell the
subject gas at 130% of the national new gas rate set in Opinion No. 699-H. The
Commission held, among other things, that the reversionary owners were bound to
the rates charged by their respective large producer predecessors.

A total of six Betitions were filed by the several mineral interest owners in the
Fifth Circuit (Dore Corﬁ. and Sullivan-Wells Co. et al. v. FERC, Nos. 76-2428

ot al.) for review of the above described orders requiring continued interstate
deliveries and prescribing rates for these deliveries. The Court ordered the:e
P.ro.ceedllngs herd in abeyance until the final outcome of the Southland Royalty
itigation (which vas decided by the Supreme Court on 5/31/78). More recently,
proceedings beforr the Fifth Circuit have been further deferred pending settlement
discussions between the mineral Interest owners, certain other producers, pur-
chasers of the gas Involved, and the FERC Staff. (See REPORT NO. 1240, App. pl2.)

The settlement offer — filed 12/7/79 by the four reversionary mineral interest
owners — provides for (1) continuation of sales to the interstate buyers cur-
rently receiving the gas under interim protective orders; (2) collection in the
future of the maximum lawful price applicablt to small producer replacement con-
tracts under Section 104 of the NGPA {Jor the maximum lawful price under Sections
102, 103, 107 and 108 for any gas qualifying for these prices); (3) retention of
all suras collected in the past pursuant to interim protective orders up to the
agpllcable small producer replacement contract rates for the time periods involved
% (.6*%/h-f from 7/27/76 until 1/1/77, 68.9*/Mcf until 1/1/78, 70.fc/Mcf until
211178, 77,1*/MMBtu until 1/1/79, and thereafter at. adjusted for inflation in
accordance with regulations under the NGPA), subject to adjustment for Btu, taxes,
and gathering allowance where apé)_hcable.; and (4) withdrawal of petitions for
review presently pending in the Fifth Circuit. (See REPORT NO. 1239, vpl3-15.)

1/ Since the records in these proceedings have not been filed with the Court, the
Commission retains jurisdiction to consider the settlement offer.
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The Commission cited the Tenth Circuit®"3 decision issued 4/23/79 in Getty Oil Co.
v. FERC (No. 77-1993) as relevant to the situation here. In that decision, the
Court reversed the Commission denial®s of rate increases to new gas ceilings

sought by Getty under the "rollover" contract policy on the gro nd that the under—

lying 1967 contract had not run its full primary terra — which, the Commission
ruled, was a necessary condition to qualify sales under a new contract for "roll—
over" treatment - but rather had terminated prematurely upon triggering of a

pressure clause. The Tenth Circuit held that rejection of Getty"s rate increases
was based on a new interpretation of the Commission®s contract replaceme.tc policy
which should not have been applied retroactively to Getty whose contract expired
prior to issuance of Opinion No. 770-A due to circumstances beyond the parties”
control. (See REPORT NO. 1208, pp22-23.)

Specifically, the Commission declare*l "The normal expiration of the lease agree—
ments in the instant case prior to th« issuance of Opinion No. 770-A fits into the
general category of cases covered by the Getty court decision. The expirationof

the leases was beyond the control of either the seller or the buyer tothe gas
sales contract, and tnus the seller upon executing a new contract was entitled to
"rollover™ treatment."

Industrial Gas Users Protest Transco®s Interruption of Transportation Under Order No.
533 Program

On 1/3/80 the FERC issued notice of separate complaints filed 12/20/79 by two
groups of high priority industrial gas users - Cerro Wire & Cable Co. et al.
(CP80-L53) and American Bakeries Co. et al. (CP80-184) - with respect to
Transcontinental Gas Pipe Line Corp."s Interruption of transportation of direct
purchase gas under the Order No. 533 program. 1/

According to the complaints, Trai.jco advised in early December that itwould ter—
minate Order No. 533 transportation service on 12/17/79 for a period of 30 to 30
days because of insufficient mainline capacity to render this and other higher
priority services. As a result, the complaints charged, the industrial users here
involved have been compelled to incur additional expense to replace their "self-
help””direct purchase gas, while Transco is “forcing” additional gas on its custo—
mers that will oe used in large part as low priority boiler fuel. Further, the

1/ Cerro Wire a Cable (CP79-309), together with 3ix other industrial buyers, pre—
viously petitioned the FERC on S/2/79 to issue an expedited declaratory order
respecting their eligibility to a two-year extension of certain Order No. 533
transportation service provided by Transco (CP77-240). The petition stated that
Transco had refused to seek authorization to extend this service both because the
supply 1in question appeared to be available for purchase by the pipeline itself
absent the Order No. 533 arrangements, and because the seven industrial buyers
would not suffer any curtailment of natural gas deliveries from their distributor
supplier until at least the end of the 1979 summer season. Cerro Wire £ Cable

et al. cited a sworn affidavit by producers of the subject supply indicating unwill—
ingness to make sales to an interstate pipeline. Hence, since the gas will not be
available to Transco, the industrial buyers contended they are eligible to receive
a two-year extension of transportation service under the Order No. 533 direct
purchase program. Subsequently, Cerro Wire 6 Cable et al. withdrew their petition
for a declaratory order following Transco"s agreement to request a two-year exten—
sion of transportation service (CP77-240). This extension was granted by order
dated 10/31/79. (See RE HDRT NO. 1210, pp28-29.)
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complaints continued, wells dedicated to the industrial buyers are in danger of
being shut in, with resultant damage to the reservoirs, loss of production and, in
the case of wells facing water encroachment, a permanent loss of reserves.
Transco"s actions were also said to constitute a severe, perhaps "crippling” blow
to the entire Order No. 533 direct purchase program.

Cerro Wire & Cable et al. contended that Transco®"s interruption of transportation
constitutes (or will soon constitute) an unauthorized abandonment of certificated
service. American Bakeries et al. noted that Order No. 533 transportation certi—
ficates contemplate interruptions "of an absolutely necessary, short-term nature.’’
Here, however, "Transco - in a period of relatively warm weather - 1is cutting

off high priority load to empty storage and in effect force the use of natural gas
for low priority boiler fuel.””Such interruption may constitute an "unlawful aban—
donment."™ Both complaints cited a D.C. Circuit decision in 1976 (Reynolds Metals
Co. v. FPC, 534 F.2d *79) holding that a 62% reduction in volumes transported to
an industrial customer represented a partial abandonment requiring authorization
under Section 7(b) of the Natural Gas Act.

Cerro Wire & Cable et al. and American Bakeries et al. requested the FERC to call
an immediate conference for the purpose of requiring Transco to explain in detail
the reasons for its interruption of transportation service, to determine whether
this interruption comports with the public convenience and necessity, and to rein—
state the presently interrupted service pending such determination.

On 1/10/80 Transco moved for summary dismissal of the romolaints. Transco stressed
that Order No. 533 transportation service is subject to interruption pursuant to
contractual arrangements among Transco, end users and end users®" distributor-
suppliers. Consequently, Transco is not violating any contractual or certificate
obligations by interrupting these inter. Uptible services. Moreover, Transco

noted, Order No. 533 transportation makes use of temporarily unused pipeline capa—
city built for - and dedicated to - serving Transco"s commitments to long-term
firm service customers. Transco is now required to interrupt these services
because its mainline capacity is fully used to render other service obligations of
a higher priority. 1/ Under these circumstances, it is "utterly absurd” to sug-—
gest that 3uch interruption constitutes an "unlawful abandonment."”

Transco also disputed that the D.C. Circuit®"s decision in Reynolds Metals supports
-he complainants® position. That decision, Transco stated, involved a permanent
reduction in firm service. By contrast, the situation here involves a reduction
in interruptible transportation service which will continue only as long as
Transco®"s mainline capacity is fully utilized by other services.

1/ An attachment to Transco®s filing indicated that the pipeline®s mainline capa—
city is expected to remain fully utilized until mid-March to meet firm service
requests of its resale, direct industrial and firm transportation customers, as
well as requests for storage withdrawals under Rate Schedule WSS. In addition,
Transco expects utilization of its mainline cpaacity on most days to render
interruptible delivery obligations from the Washington Storage Field, or to
eliminate an existing temporary imbalance between nominations and withdrawl3 of
storage gas.
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Even assuming that the above interruptions in Orc'er No. 533 transportation service
were found to violate contractual or certificate obligations, Transco said the
requested emergency relief would still be unwarranted because the distributors
serving the complainant end users have advised that adequate supplies are avail—
able for these customers Hence, there 1is no threat that any of the industrial
users®™ plants will be forced to shut down for lach of gas supply. Further,
Transco noted, in early September it advised all end users, distributors and pro—
ducers involved in Order No. 533 transactions that mainline capacity limitations
were anticipated "on a significant number of days during the 1979-1980 winter
season,”™ and that interruption of Order No. 533 interruptible transportation
services would be required, inis early notification, on its face, "undercuts

any claim of dire emergency” except "that brought on by complainants®™ own
failure to give proper attention to Transco"s notice."

More recently, on 1/15/80, the Commission granted Transco"s request (CP80-55) to
amend 19 certificates for transportation of Order No. 533 direct purchase gas 30
as to eliminate end-use restrictions. This action was corsistent with Order No.
52 (RM80-1), issued 10/5/79, which adopted an interim rule removing conditions on
transportation of Order No. 533 gas prohibiting the buyer from using any inter—
state supplies for other than high priority feedstock or process requirements.

The Commission concluded that this end-use limitation placed Order No. 533 custo—
mers at a disadvantage in light of the drop in curtailment levels and was contrary
o the national need to promote displacement of fuel oil. Accordingly, the
interim rule provided that industrial customers may receive natural gas for low
priority uses without jeopardizing their right to purchase direct sale gas under
Order No. 533. (See REPORT NOS. 1230, pplO-11; 1237, ppl6-18.)

Transco requested amendment of the 19 transportation certificates only through the
period ending 5/31/80. In ;upport of this limitation, Transco 3tated that inter—
state pipelines now have paiity of access to onshore supplies and that improvement
in the interstate supply situation has substantially mitigated or eliminated the
threat of curtailment to high priority industrial uses.

Two of the 19 certificates covered by Transco"s application to amend involve trans—
portation for certain of the industrial customers joining in the American Bakeries
et al. complaint described above.
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FERC Determines Equity Rate of Return of 12.5 Percent for Consolidated Gas Supply and
Arkansas Louisiana

On 1/11/80 the FERC issued Opinion Nos. 70 and 71 deciding rate of return and
certain other issues in rate proceedings of Consolidated Gas Supply Corp. (RP78-52
arid RP79-22) and Arkansas Lc-".isiana Gas Co. (RP77-54 et al.).

In Opinion No. 70, the Commission approved a common equity rate of return of 12.5%
for Consolidate *Supply in two separate cases covering the period 7/1/78 to the
present. Based on the capital structure of Consolidated Supply"s parent -
Consolidated Natural Gas Co. - in Tha two cases (reflecting a common equity ratio
of 53.8% 1in RP78-52 and 56.1% in RP79-22), this determination resulted in overall
rates of return of 10.19% and 10.34%.

The FERC Opinion affirmed the results reached by Administrative Law Judge

Stephen L. Grossman 1in an initial decision issued 7/3/79, although modified some
of the details of that decision. (See REPORT NO. 1216, ppl9-20.) Among other
things, the Commission agreed with the Law Judge in rejecting the company®3 equity
return recommendations in the range of 14.5% to 15.5% because of reliance on
studies which examined only the cost of equity of Consolidated Natural and failed
to adjust for the lower business risk of Consolidated Supply. Consolidated Natural
(through subsidiaries other than Consolidated Supply), the Commission noted, is
actively engaged in gas exploration and other production activities involving
large capital expenditures and higher risk than traditional utility activities.
Consolidated Supply engages 1in natural gas transmission and distribution, as well
as some exploration and development. However, since Consolidated Supply recovers
most of its exploration and development expenses on z cost of service basi3
througu tariffs charged to customers for transmission and distribution services,
it faces "significantly less risk™ with respect to production activities than
nonpipeline producers unable to automatically passthrough their production costs
in this manner. Further, the Commission added, there is no basis for the conten—
tion that Consolidated Supply®s customers have benefitted substantially from
Consolidated Natural®"s production activities and hence should bear the risk of
these activities through the subsidiary®s allowed rare of return. Consolidated
Natural 1Is fully compensated for the risks of it3 production activities through
rates charged to Consolidated Supply for gas, the Commission declared. Hence,
Consolidated Supply is "properly viewed" as similar in risk to anatural gas pipe—
line engaged 1in gas transmission and sale.

The Commission also agreed with the Law Judge that the zone of reasonableness is
in the range of 12% to 14% for determining a return on equity for Consolidated
Supply. This range, the Commission said, is indicated by final Commission orders
fixing equity returns for pipelines since 1977, and is confirmed by other evidence
in the record respecting long-term public utility bond yields and composite equity
earnings by U.S. industry.

In arriving at » specific equity allowance for Consolidated Supply, the FERC made
a separate determination 1in each case, thereby rejecting the Law Judge®s single
determination for the two consecutive periods. In botn cases, however, the
Commission reached the same result. In RP78-52 (applicable to rates which were in
effect from 7/1/78 through 6/30/79), the Commission concluded that Consolidated
Supply should be allowed 12.5% on common equity - toward the lower end of the
zone of reasonableness - because of a thicker than average equity ratio and
reduced business risks brought atjut by improvement in the company®"s gas supply
and total gas sales. As a further consideration, the Commission noted that
Consolidated Supply plans a reduced construction budget, so that there is noneed
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for a higher rate of return due to capital requirements which might strain the
company®"s financial resources. In RP79-22 (applicable to rates which went into
effect on 7/1/79), the Commission held that the impact of increasing interest
rates and bond yields was offset by the continued increase in Consolidated
Natural s equity ratio. Consequently, the Commission adopted the same 12.5%
return on equity found reasonable in the prior docket.

In Opinion No. 71, the FERC similarly approved a common equity rate of return of
12.5% for Arkansas Louisiana Gas Co. This was somewhat lower than the common
equity allowance cf 12.75% determined by Administrative Law Judge Isaac Benkin in

an initial decision issued 4/26/79. The Commission concluded that the Law Judge
gave insufficient consideration to Arkla®s relatively high equity ratio of 54%,
which served to reduce the company®s financial risk. In addition, the Commission

disagreed with Judge Benkin®"s refererce to Arkla®s need for additional capital to
support ongoing exploration and development of gas reserves in the Deep Anadarko
Basin. The Commission said Arkla®s gas explorat.on and production operations
apparently will be carried out by its affiliate, Arkla Exploration Co. However,
even if this were not the case, any gas reserves produced in the future presumably
will be sold to Arkla®"s customers at NGPA prices. Since the new gas prices estab—
lished by the NGPA are "adequate to compensate producers for the costs and risks
associated with producer operations, including the cost of acquiring capital,”" the
Commission did not consider "an increment to Arkla®s otherwise reasonable rate of
return for pipeline operations to compensate for the cost of capital employed 1in
its production operations ... to be reasonable or necessary.”"™ Accordingly, the
Commission declined to allow a higher rate of return in this proceeding as a
result of Arkla"s possible need for additional capital to undertake gas explora—
tion activities in the Deep Anadarko Basin.

A*- the same time, the Commission agreed with Judge Benkin"s conclusions regarding
the inadequacies of the e"idence presented by both the company and Staff. Arkla
submitted a DCF market-oriented analysis a"d comparable earnings evidence to sup-—
port its requested equity rate of return of 15.32%. The Staff recommended an
equity allowance of 11.5% on the basis of a comparable earnings study. The Commis—
sion said the company®s DCF presentation must be rejected because it related to
Arkla®s overall consolidated activities, with no attempt to separate the ri3ks
associated with the company®s utility and nonutility operations. However, the
Commission declared, the rate of return to be determined in this proceeding should
reflect only the risks of Arkla®s natural gas pipeline operations. Tho Commission
found Arkla®s comparable earnings presentation to be similarly defective in focus—
ing on a group of integrated gas companies which, like Arkla, engage in retail gas
distribution and gas exploration and production operations in addition to natural
gas transmission. "The result, again, is a potential distortion in the assessment
of risk associated with Arkla®s natural gas pipeline operations.”™ The Commission
also faulted Staff"s comparable earnings study of major Class A and B pipelines

for failure to demonstrate that risks of this group are representative of those
attributable to Arkla"s pipeline operations.

A further issue decided by the Ccmmission in both Opinion Nos. 70 and 71 involves
the treatment of gains realized by the two pipelines on long-term debt reacquired
b- fore maturity at a purchase price below face value. In each case, the Commis—
sion adhered to the policy established in 1970 in Opinion No. 583 (re Manufacturers
Light i Heat Co.) which held that all gains realized from the reacqui3ition of

debt securities, irrespective of the date reacquired, must be amortized over the
remaining life of the reacquired securities, and that the total amortized amount
attributable to the test year must 1ie applied to reduce the utility"s cost of
long-term debt. Arkla contended that rj gain on reacquired debt should be



January 17, 1980 FOSTER REPORT NO. 1244 - p23

considered tor ratemaking purposes, .,hile Consolidated argued that any adjustment
to debt cost should reflect only the gain on debt reacquired after 1/1/74 (the
effective date of amended Commission regulations prescribing accounting and
reporting treatment for gain on reacquired debt) and that application of the
policy in Manufacturers would constitute retroactive ratemaking.

The FERC denied any retroactivity involved in application of the Manufacturers
policy since there is no alteration of Commission approved rates for past periods.
Rather, "debt reacquisitions prior to the test year are examined only for the
purpose of determining the amount of gain allocable t. th test year. Gain from
reacquisitions which is allocable to periods prior to the test year 1is not recap—
tured as a credit against the test year cost of debt. Although past financial
transactions of the company prior to the test year are examined (just as past
financings are used whenever the embedded cost of debt is calculated), it is
solely for the purpose of calculating cost of debt for the test y™ar."

A few days previously, on 1/9/80, the FERC denied rehearing of Opinion No. 68,
issued 11/19/79, which affirmeu an initial decision determining a common equity
rate of return of 12.73% for Kansas-Nebraska Natural Gas Co. (RP78-10). The
initial decision concluded that neither the company nor the Staff had presented
evidence which supported their specific equity return recommendations of 14.5% and
12.25%, respectively. Consequently, while noting continuing inflationary pres—
sures oi the cost of capital and the probability of a continuing long-term down—
ward tend in the company"s gas reserves, the Law Judge found no reason to change
the common equity rate of return of 12.73% approved in Kansas-Neoraska®s mor*
recent rate case (RP77-5). 1/

Application of the 12.73% equity allowance to the settlement capitalization in the
RP78-10 proceeding - 40.5% long-term debt, 7.3% preferred stock and 50.8% common
equity - vresulted in an overall rate of return of 10.51%.

In denying rehearing of Opinion No. 68, the Commission rejected Kansas-Nebraska“"s
contention that it had ignored changes 1in interest rates and inflation since 1976,
and had 1ignored prior Commission precedent. "The Commission is aware of inflation
and interest rates, but Kansas-Nebraska has not met its burden to show with speci—
ficity how these general market conditions support either a rate of return in the
very high tange for which it argues, or a complete overhaul of rate of return
analysis for the gas industry as a whole.™ In short, the Commission was uncon—
vinced by Kansas-Nebraska®"s arguments absent a "nexus between generalized proof

and the company®s own situation,” or a substantial showing that precedent should
not be followed.

1/ This equity allowance was part of a rate settlement in the RP77-5 proceeding,
which was approved by order dated 7/20/77.
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SRA Grants Northern Project to Import Canadian SNG by Displacement at Base Import
Price of $3.45 per MMBtu

On 1/15/80 the ERA issued Opinion No. 13 granting an application by Northern

Natural Gas Co. (78-002-NG) to import about 10 Bcf annually of Canadiin SNG by
displacement from Union Gas Co. Ltd. over a five-year period beginning in the 1979-
1980 heating season at a base price of 53.45/MMBtu, equal to the current authorized
Canadian border price, plus storage charges. Opinion No. 13 was issued on rehear—
ing of Opinion No. 5 (issued 3/8/79) which denied Northern®"s application to import
the Canadian SNG at a cost during the first year (1978-1979) of 53.86/MMBtu escalat—

ing to 55.33/MMBtu by the fifth "ear. In Opinion No. 5, the ERA concluded that
the import price was too high and Northern failed to demonstrate sigrificant
regional or national need for the SNG supply. In Opinion No. 13, the ERA found

that the projected composite import price of 54.01/MMfltu for the 1979-1980 heating
season (based upon the current border price of S3.45/MMBtu) compares favorably
with the co.it of primary alternate fuels in Northern"s service area, and the SNG
is needed a part to displace fuel oil and thereby reduce U.S. dependence on
imported oil.

In December 1977, Northern contracted with Union Gas to purchase volumes equiva—
lent to the aggregate Btu content of SNG which Union had previously contracted to
purchase from Petrosar Ltd. The SNG is produced at Petrosar"s petrochemical-
refinery complex near Sarnia, Ontario using Canadian crude oil as feedstock.

Deliveries t" Northern - up to 75,000 Mcf - were to be made only in winter
months (Novc.iber through March), and Union would store SNG volumes received from
Petrosar for Northern®s account during the remaining months of each year. It was

proposed that deliveries be accomplished through displacement of natural gas
volumes to TransCanada PipelLines Ltd. at the Mionigan-Ontario border near

St. Clair, Michigan for further delivery and s*le to Union. On days when Northern
requested SNG from Union, TransCanada would reduce its deliveries to Union, and
Great Lakes would deliver equivalent volumes by displacement to Northern at
existing points of interconnection.

In its application, Nortnern estimated the average cost of the above supply at
$3.86/Mcf (U.S.) during the first year, increasing to $5.33/Mcf in 1982-1983.
This rate included both the SNG purchase cost and the cost of the storage service
to be rendered by Union. The SNG purchase rate would be determined by formula
geared 1in part to Petrosar"3 -sedstock cost. The storage rates would include a
monthly demand charge of $2.25/Mcf multiplied by the difference between the daily
contract demand (75,000 Mcf) and the average daily level of deliveries under the
Petrosar contract to Union during each Month, plus commodity charges of 4.5«J/Mcf
for all voli nes injected into storage and 4.0jf/Mcf for all volumes withdrawn from
storage. No charge was proposed by either Great Lakes or TransCanada for delivery
of gas by displacement to Northern.

In Opinion No. 5, the ERA 3tated that the $3.86/Mcf first year cost projected by
Northern 1is sharply higher than the price applicable to domestic new natural gas
under Section 102 of the Natural Gas Policy Act (52.06 as of November 1978). ERA
further noted that (1) the proposed import price exceeded the then current author—
ized uorder rate of 52.16/MMBtu, and (2) Union offered the SNG to Canadian dis—
tributors at a price lower than the price offered to Northern but received no firm
offers. As a further reason for denial, ERA held that Northern di 1 not adequately
demonstrate a regional need for the subject gas. ERA made clear that denial of
Northern®s import application was without prejudice in that Northern was free to
restructure its project in a manner likely to satisfy criteria set forth in this
and prior ERA import decisions.
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In its subsequent application for rehearing, Northern stated that as a result of
ERA"s decision that the cost of the SNG import was too high, it agreed with Union
to "a substantially lower price . . . which is demonstrably equitable to U.S. con—
sumers.”" Specifically, the price to be paid to Union will be the Canadian border
export price (52.30/MMBtu effective 5/1/79), plus 56~/MMBtu as a storage charge
which will remain constant throughout the four-year life of the contract. The 56£
component is a negotiated charge for storage services to be performed by Union for
Northern.

On 5/2/79 the ERA granted rehearing of Opinion No. 5 on the ground that the
.estructured project may meet the criteria set forth in that Opinion. 1/ (See
REPORT NOS. 1149, pp31-32; 1194, pp23-24; 1200, ppl8-2C; 1204, pp21-23?7 1208,
pp21-22.)

In Opinion No. 13, the ERA first noted that the base price of S3.45/MMBtu is equal
to the current border price established by the Canadian National Energy Board for
gas exported to the U.S. designed to equal the substitution value of Canadian
imports of foreign crude oil. Previously, the ERA said the DOE has recognized
that imported natural gas can have a certa:-. commodity val e in excess of normal
costs of production, delivery and markup; tnis has been the case with natural gas
imported from Canada since ""974. Moreover, both the U.S. and Canada have recog—
nized that the commodity price established for export sales of gas will not only
reflect substitution cost for foreign crude oils imported into Canada, but should
be generally competitive with the alternate fuels with which it is competing in
the respective service areas.

In order to test this latter point, the ERA contacted energy officials in the 10
states served by Northern to obtain the most current information on wholesale
price and type of fuel which competes predominantly with natural gas. That
survey, the ERA said, showed that No. 2 fuel oil *nd propane are the primary
alternate fuels in six states, with virtually no No. 6 fuel oil being used
therein. No. 2 fuel is a primary alternate fuel in three of the remraaining 3tates,
with residual fuel oil used in substantial (although secondary) volumes. The
State of Michigan reported Nos. 4, 5 and 6 residual fuel oil as being the primary
alternate energy source. The ERA noted that average wholesale prices for No. 2
fuel oil ranged from 54.96 to 57.75/MMBtu; propane varied between 54.20 and
55.08/MMBtu; and residual fuel oil sold for 53.22 to 53.66/MMBtu.

The ERA concluded that while the projected composite import price of the SNG here
involved for the 1979-1980 heating season of 54.01/MMBtu is somewhat in excess of
the price of the residual fuel oils in the 10-state service area, the proposed
composite price compares favorably with the range of prices in which the current
primary alternate fuel in the service area - No. 2 fuel oil - is selling.

1/ a proceeding in the FERC (CP78-237) 1is also going forward with respect to
rates for sales and storage of the imported SNG. On 9/27/79 Northern submitted a
stipulation whereby it agreed to (1) recover through its PGA rate filings the gas
purchase costs basud on the Canadian border export price, and (.) include in its
commodity rate for jurisdictional market area sales (until the effective date of
its next general rate increase) a surcharge of 50.0092/Mcf, effective 30/27/79, to
recover that portion of the cost applicable to storage service rendered by Union.
In subsequent comments, the Staff and others generally supported the stipulation,
although the Staff recommended that it be rejected without prejudice to a later
filing after the ERA determines whether to permit the import. Alternatively, the
Staff would accept the stipulation subject to a different method of computing the
storage charge. (See REPORT NO. 1236, pp29-30.)
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The ERA authorized import of the SNG at the base price of $3.45/MMBtu, subject to
further reivew and authorization for any increase. "A blanket approval of any
future change in the Canadian border price for exported natural gas would be
inappropriate; accordingly, the composite import price approved here must be
reviewed anew if the bcrder price is raised during the term of the import project."

Next, Opinion No. 13 discussed the $0.56/MMBtu charge separately negotiated for

specific storage services to be performed by Union for Northern. Ncrthi-n con-
tende™". that the current average on-system storage cost incurred to store gas in
its company-owned fields 1is in the range of $0.55 to $0.60/MMBtu - although no

such storage is available for additional supplies. Northern also emphasized that
its cost of obtaining lease storage services from other companies would range from
$0.90 to $1.10/MMBtu. Hence, while the $0.56 storage fee does not represent
Union®"s cost to store the gas, it is a negotiated price which 1is consistent with,
if not more favorable than, alternative storage services available to Northern.

The ERA stated that as a matter of policy, it will not approve a higher price
negotiated by commercial firms where a general commodity-based border price for
imported gas 1is established by the supplying country and approved by the U.S.
However, exceptions will be made where the foreign supplier is providing a
"special service that is distinct and separate from services which aru a normal
aspect of production, processing and delivery . . . which would therefore normally
be covered in the commodity export price.”” In this case, the ERA said, Northern
adequately demonstrated that the storage service being provided by Northern "is a
distinct and separate service that is not ordinarily provided to importers of

Canadian gas." First, ERA said, Northern will have the advantage of being able to
withdraw the gas supply only during the peak winter months which requires that the
SNG be stored during the summer months. "This is a unique service thet is not
ordinarily covered in the commodity export price." Second, Northern demonstrated
that these same storage services would not be obtained in the U.S. at a lower

cost.

However, the ERA stres ed, Northern did not show that the price proposed to be
paid to Union 1is consistent with its actual costs, and is in fact higher than
Union charges its Canadian customers for storage services. Based on such charges,
the ERA calculated that the charge to Northern for storing the SNG here involved
could be as low as $0.19/Mcf when assessed against the maximum yearly contractual
deliveries of 10 Bcf. Furthermore, the ERA added, there is a question of the
proper treatment of interest charges which Union incurs on carrying costs associ—
ated with storing the SNG which it does not incur for existing storage customers
in Canada. Northern proposed to calculate this interes*~ factor on an average unit
cost of $4.70 for each Mcf of SNG held in storage. Hence, interest would be deter—
mined on the acquisition cost of a single, isolated supply of gas - the SNG Union
purchases from Petrosar - as opposed to the average acquisition cost of the full
supply of gas purchased and placed in storage, despite the standard practice in
both countries of computing interest on the average acquisition cost of all gas
available for service supply.

The ERA could find "no compeling reason . . . in this case to warrant deviation
from this standard.”™ Therefore, the ERA said it will approve a separate storage
service charge only on conditim that it is the sum o1 (1) the direct storage

costs calculated in accordance wich Union"s rate schedule applicable to its Canadian
customers; and (2) a working capital allowance based on the cost of carrying the
volumes of gas held in storage for this project, the average cost of gas acquired

by Union for its overall system supply, and the prime bank lending rates prevailing
in Ontario, Canada. Opinion No. 13 set forth a specific formula for calculating
this working capital allowance.
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ERA Cites Uncertainty Over Available Natural Gas Supply in Extending Period for Final
Decision on Temporary Exemptions for Powerplants from the Natural Gas Use Prohibitions
Under Fuel Use Act

On 1/2/80 the ERA issued notice of an extension of time to 2/15/80 for issuance of
final orders respecting temporary public interest exemptions from the natural gas
use restrictions of Section _J1 of the Powerplant and Industrial Fuel Use Act.

ERA cited uncertainty over additional natural gas supplies (due in part to the
success of its exemption program and other federal programs) as the chief reason
for the extension.

Section 301 of the Fuel Use Act prohibits with certain limited exceptions the use

of natural gas as a primary fuel in any powerplant. However, the Act also pro—
vided DOE with discretionary authority under Section 311 to exempt certain uses of
natural gas. Last April, ERA exercised its authority under that section to
formulate a Special Rule establishing procedures to govern applications for
temporary public interest exemptions for up to five years from the Section 301
prohibitions on natural gas use. The Special Rule was proposed as a response to

the then anticipated shortages of middle distillate fuel oil, given the availability
of additional supplies of natural gas at that time. (See REPORT NO. 1204, ppl-2.)

Subsequently, ERA issued notice on 5/11/79 and 6/1/79 of petitions for public
interest exemptions filed by some 60 electric utility companies with respect to
use of natural gas in several hundred units at over 150 generating stations, and
set forth proposed orders granting special exemptions for two years (subject to
extension for one to three years). The proposed orders stated that the use of
natural gas is pr ferred over petroleum to the extent that the near-term choice oi
fuel is limited to these two sources, and that expanded use of natural gas in the
powerplants involved would help to reduce U.S. demand for imported petroleum prod—
ucts, protect the nation from the effects of any oil shortages and "cushion the
impact oi increasing world oil prices.” Under Section 701(c)(3) of the Fuel Use
Act, ERA has six months after a 45-day public comment period to issue a final
decision on petitions for exemptions. The applicable six-month periods would have
expired on 12/22/79 and 1/6/80 absent the present extension.

t - noted, ERA cited concern over the availability of additional ga3 supplies as a
main reason for its failure to act expeditiously on the exemption petitions.
Specifically, ERA declared, additional natural gas supplies are less certain at

the present time than at the beginning of 1979 when the Special Rule was fir3t
proposed. "This is in large part due to the success of this and other programs
over the past several months to displace as much petroleum as possible with avail —
able supplies of natural gas." Further, ERA noted 3ome question whether che
collective demand for natural gas by users of middle distillates and residual fuel
oil with a sulfur content of 0.51 which have already been granted public interest
exemptions, or have applications for such exemptions pending, exceeds the available

supply.

In view of thi3 uncertainty, ERA said it has thus far processed applications only
for those powerplants which will displace middle distillate or residual fuel oil
with a sulfur content no higher than 0.5%. No action has yet been taken on other
applications, pending completion of an analysis to determine whether the g-anting
of public interest exemptions for powerplants burning residual fuel oil of greater
than 0.5% sulfur will jeopardize the ability of powerplants burning lower sulfur
residual oil or middle distillates to displace them with natural gas.
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ERA invited written comments through 1/30/80 to assist in this analysis. Views
are particularly requested on tne appropriate scope of the Special Rule in light
of natural gas supplies for the foreseeable future, and on what (if any) sulfur
levels should be considered in rev.ewing pecitions to use natural gas displacement
of residual fuel oil.

FERC Releases Final Draft Rule to Govern Applications for Special Relief Rates Under
NGPA; On-the-Record Panel Discussion Scheduled for February 11 Before the Commission
to Explore Specific Issues

On 1/16/80 the FERC issued a draft final rule (RM79-67) establishing procedures to
govern applications for special relief from maximum permissible ceiling prices
under Section 104, 106 and 109 of the NGPA. Written comments are invited on the
draft rule by 2/1/80. In addition, an on-the-record panel discussion before the
Commission has been scheduled for 2/11/80 to permit exploration of specific issues
with persons representing various points of view.

The draft final rule would essentially adopt the same regulatory framework set
forth in a proposed rulemaking issued last August. Under this framework, different
procedures would apply to the grant of special relief where (1)operation and
maintenance costs of continued production from an existing well cannot be recovered
if gas from the well is sold at the applicable maximum lawful price, and (2) addi—
tional planned investment necessary for continued production or reservoir develop—
ment will not be made if the producer were held to the applicable maximum lawful
price. A public hearing on the proposed rule was held before an FERC Staff panel
on 9/26/79, and written comments were submitted by 21 Interested parties. (See
REPORT NO. 1229, ppl2-17.

The draft :..tal rule would incorporate various modifications and clarifications in
response to the comments. However, the draft order would continue to exclude
"sunk™ costs from DCF and other cost computations on which special relief rates
would be based. This exclusion of "sunk””was widely opposed by producer parties.

The Commission indicated that four major issues concerning the special relief
rulemaking proposal had emerged in the course of deliberations,and that further
public comments are requested on these issues.

The four issues relate to: (1) whether any limits should be placed on spe””al
relief rates granted by the Director of the Office of Pipeline and Produce:. Regula-—
tion or by the Commission (and, if so, at what levels); (2) whether producers

should be allowed f> 3witch from a special relief rate to another incentive rate
undor the NGPA, or whether such switching should be limited; (3) what procedures
should be used for reviewing initially proposed special relief rates on the basis -
of actual expenditures; and (4) whether a fixed or indexed rate of return should

be adopted for planned investment projects.

As noted, the Commission will convene an on-the-record panel discussion on 2/11/8u
to explore the above issues. The draft rule has been chosen by the Commission as
a vehicle for experimenting with use of the panel discussion technique to obtain
public input. Commissioner Hall has been designated to 3elect a panel of repre—
sentatives with different points of view. Requests to participate in the discus—
sion 3hould bo submitted by 2/1/80. Persons wishing to participate should attempt
to group themselves on the basi3 of commonality of interests or provide informa—
tion that would help in structuring a panel discussion. In addition, Commissioner
Hall has been authorized to request the participation of persons whose views may
not otherwise be represented but who are not filing written comments. Each
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participant in the discussion may present a "very" brief prepared statement on the
specified issues and will be as>>d to respond to questions from the Commission and
from other panelists.

The draft final rule will be sunmarized in a subsequent REPORT.

FERC Schedules Prehearing Conference for February 28 on Proposal bv Mobil O0il to Build
Own Plant to Process Gas Currently Delivered to Getty Oil for Processing

On 1/14/80 the FERC consolidated - and scheduled a prehearing conference for
2/28/80 - applications by Mobil Oil Corp. (C178-497 et al.), American Petrofina
Co. of Texas, Joseoh Z. 0"Neal, Jr. and Walter Duncan et al. to abandon their
3ales of casinghead gas produced from the Reincke and Von Roeder Fields, Borden
County, Texas to the East Vealnoor gas processing plant in Howard County, Texas
owned by Getty Oil Co., which delivers the residue gas to El Paso Natural Gas Co.

The producers® behind-the-plant percentage-type sales contracts with Getty have
terminated (although the gas 1is still beinqg delivered to Getty for processing) and
Mobil now proposes to build itsown gas processing plant to handle the volumes for
direct sale to EI Paso near the same delivery pcint used by Getty. The four pro—
ducers and El Paso have agreed to new contracts covering the proposed direct sale
of gas to El Paso.

In support, Mobil stressed that its plant will have a lower fuel consumption rate
than Getty"s plant, which will result in delivery of an additional 95,000 MMBtu

per year to EI Paso. Mobil also contended that additional competition in the pro—
cessing industry in this area could stimulate further economic activities which
would benefit the public.

In a petition to intervene and request for hearing, Getty responded that the pro—
posed new plant of Mobilwill remove about 12% of the input of the Getty plant,
which will substantially reduceits economic life, causepremature abandonment,
and will constitute an unnecessary duplication of facilities. Furthermore, Getty
said, Mobil has no existing arrangements, plants or gathering facilities which
would enable it to continue these interstate gas deliveries if the Getty plant
fails. Also, Getty stressed, Mobil may intend to justify a higher price for its
gas through the abandonment procedure. Getty added that the proposed new plant

nay not be economically feasible and the fuel efficiencies of both plants would be
..educed if ei".her operates at less than capacity.

In its order, the Commission concluded that a hearing should be held to determine
whether the proposed abandonments are in the public interest.



Energy Information Administration Reports Only Slight Increase in U.S. Energy Consump—
tion During First Three Quarters of 1979

On 1/4/80 the Energy Information Administration released the second in a new report
series entitled "Quarterly Energy Indicators" which revealed that U.S. energy con—
sumption (stated in equivalent amounts of crude oil) during the first three quar—
ters of 1979 was 0.3% higher than during the same period of 1978. Consumption in
the third quarter of 1979 averaged 33.9 million b/d or 2.4% lower than consumption
during the third quarter of 1978.

The publication contains summary statistics on U.S. energy consumption, production
and net imports during the third quarter of 1978 and the first three quarters of
1979, plus information on total energy consumption and shares of energy consump—
tion by fuel type and major economic sector from 1973 through the third quarter of
1979. The first in this new report serieswasreleased by EIA on 1/15/79. (See
REPORT NO. 1194, p36.)

During tie first three quarters of 1979, the EIA rtport showed: (1) domestic
energy production averaged 4.2% more than the same period of 1978 (natural gas
production decreased by 3.4%); (2) net imports were 6.3% lower; and (3) natural
gas consumption remained about the same. In the third quarter of 1979, gas con-—
sumption decreased 1.5% compaied with the third quarter 1978 rate.

Tne natural gas share of total U.S. energy consumption - expressed in terms of
12-month moving averages of annual rates - declined from 30.2% 1in 1973 to 27.3%
in 1976, 26.0% in 1977, 25.5% 1in 1978 and 25.1% in the first three quarters of
.979.

G "lifornla PUC Terminates Long-Standing Proceeding to Determine Whether Certain
California Gas Producers Should Be Regulated as Public Utilities

On 12/18/79 the California Public Utilities Commission terminated, effective
1/17/80, a show cause proceeding instituted in 1976 to determine whether California
gas producers supplying 1?rific Gas & Electric Co. should be regulated aspublic
utilities. The PUC cited enactment of theNatural Gas Policy Act of 1978 as the
prime reason for its determination that "the public interest will not be adversely
affected if this proceeding 1is discontinued without prejudice to it3 being

reopened at a later time should circumstances so require.”’

The show cause proceeding stems from a CPUC order dated 7/1/75 which granted PG&E
a $36.4 million interim rate increase needed to offset increased costs (from 45
to 75d/Mcf) for purchases of California gas. Howevpr, because of the lack of
"meaningful evidence”’regarding California wellhead production costs, the CPUC
simultaneously directed its Legal Division to prepare an order to show cause to be
3erved on all California gas producers serving PG&E. PG&E was also warned against
further renegotiation of gas contracts during pendency of the proceeding. The
sh*w cause order was issued on 5/18/76, and subsequent orders prohibited PG&E from
including any price escalation clauses which would provide for a higher price
prior to 6/30/80 in renegotiated contracts. (See REPORT NO. 1010, pp23-24.)

No hearings were ever held in the proceeding.
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