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Committee on Transportation siaiecap'ioi
Juneau, Alaska 99811

Rep. Belle Ca lo , Chairman

House o f Representatives

February 25, 1987

FOR TODAY'S MEETING YOU HAVE:

A FOLDER ON HB 118 THAT INCLUDES:

* a copy of HB 118

* a memorandum from Rep. Shultz

* a fiscal note from the Dept, of Natural Resources

* a position paper from the Dept, of Natural Resources

* a current status report on HB 118



Alaska ̂ tate ̂ legislature
House o f Representatives

Committee on Transportation
Rep. Bette Cnto, Chairman

Pouch V 
State Capitol 

Juneau, Alaska 99811 
(907) 465-4858

February 27, 1987

FOR TODAY'S MEETING YOU HAVE:

A FILE ON HB 74 THAT INCLUDES:

* the committee substitute for HB 74
* a copy of HB 74

* a current status report on HB 74

* the committee minutes from February 16th

* a summary of HB 74 from Rep. Sund

* a fiscal note from the Dept, of Public Safety

* a position paper from the Dept, of Public Safety

* a House Committee Report from State Affairs

* an excerpt from the state statutes

A  FILE ON HB 94 THAT INCLUDES:

* a copy of HB 94

* a current status report on HB 94

* the committee minutes from February 11th

* a bill analysis from the Dept of Health &

Social Services

* fatality statistics from the Coast Guard

* a report on HB 94 from the Coast Guard

* support information from House Research and 

the U. S. Coast Guard

A FILE ON HB 118 THAT INCLUDES:

* a copy of HB 118

* a current status report on 118

* a memorandum from Rep. Shultz

* a fiscal note from the Dept, of Natural Resources

* a position paper from the Dept, of Natural Resources
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Rep. Bette Cato, Chairman

House o f Representatives

Committee on Transportation Pouch V 
State Capitol 

Juneau, Alaska 99811 
(907) 465-4858

March 13, 1987 

FOR TODAY'S MEETING YOU HAVE:

A BINDER ON HB 118 THAT INCLUDES:

* a copy of HB 118

* an overview of HB 118 from Rep. Shultz

* a fiscal note and position paper from the 

Dept, of Natural Resources

* the minutes from the two previous House Transportation 

Committee public hearings on HB 118

* an excerpt from the state statutes



Alaska Stale House of Representatives • «

RO. Box V  • Juneau, Alaska 99811 • (907)465-4940

Home: RO. Box 487 • Tok, Alaska 99780 Member
House Resources Committee

M E M O R A N D U M

TO: Members of the House

Presently under AS 38.35.100(B), the Commissioner of DNR must 

make the determination that the applicant is "fit, willing and 

able to perform the transportation" prior to issuing a 

right-of-way lease.

Past interpretation of this standard has meant that any 

applicant must have the financial capability to go forth with 

the project which would utilize the right-of-way.

In today's world a right-of-way permit has a value all its own 

when negotiating financing. To make financing a condition of 

the R O W  lease application hampers a project's chances of 

becoming a financial reality.

This bil] amends the Right-of-Way Lease Act so that the 

Commissioner can condition a grant of right-of-way so that t e 

applicant can receive the right-of-way but must demonstrate 

the it is "fit, willing and able" prior to being allowed to 

start construction on that right-of-way.

The current standard of "fit, willing and able" is not 

circumvented but the finding is postponed to a later phase in 

the process.

I believe it is important in these times to allow 

modifications in our statutes that assist industry in the real 

world, without lifting our standards.
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D E P A U T M E N T  O F  N A T U R A L  R K S O U I t C K S

OFFICF OF THE COMMISSIONER

STEVE C O W PER , G O V E R N O R

4 0 0  WILLOUGHBY AVE. 
JUNEAU , ALASKA 99801-1796  
PHONE: (907 ) 465-2400

February 24, 1987

The Honorable Bette Cato 
Chair
House Transportation Committee 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99801

Dear Representative Cato:

Subject; House Bill 118, relating to decisions on right-of- 
way lease applications.

Position: The Department of Natural Resources supports the
amendment to the oil and gas pipeline right-of-way leasing 
statute (AS 38.35.100(b)) described in this bill.

Background: House Bill 118 would allow the commissioner to
issue a conditional pipeline right-of-way lease even if the 
applicant is not presently "fit, willing and able."

The existing "fit, willing and able" standard requires the 
applicant to be nearly ready to begin construction before a 
right-of-way lease can be issued. In other words, financing 
has to be reasonably assured, gas sale contracts and markets 
in place, and construction designs substantially completed.

The commissioner currently has only one alternative to 
finding an applicant "fit, willing and able," and that is to 
deny the application. This bill would provide the commis­
sioner with an additional alternative; the ability to issue 
a conditional right-of-way lease, subject to conditions that 
ensure the applicant will become "fit, willing and able."

This bill would have a positive effect on the economic 
development of pipeline projects in Alaska and would not 
reduce the "fit, willing and able" standards an applicant 
would be required to meet prior to actual construction of a 
pipeline.

10-J9LH



The H o n o ra b le  B e t t e  C a to - 2 - F e b ru a r y  2 4 ,  1 9 8 7

Recommendation: To ensure that the applicant is required to
become "fit, willing and able" within a reasonable period of 
time, add the words "within a prescribed amount of time" to 
line 15, after the word "able."

Please let me know if you would like additional information.

cc: Committee Members
Sponsor
Governor's Legislative Liaison



HOUSE TRANSPORTATION COMMITTEE

HB 118 

M a r c h  13, 1987

M a d a m  C h a i r m a n :

M y  n a m e  is H a r o l d  M o l e s ,  V i c e  P r e s i d e n t  of N o r t h w e s t  A l a s k a n  P i p e l i n e  w i t h  

o f f i c e s  in  F a i r b a n k s ,  A l a s k a .  N o r t h w e s t  A l a s k a n  P i p e l i n e  h a s  r e i m b u r s e d  t he 

S t a t e  of A l a s k a  o v e r  f ive m i l l i o n  d o l l a r s  o n  p e r m i t  a c t i v i t i e s  r e l a t e d  to a s t a t e  

R O W  l e a s e ,  a n d  b e l i e v e s  A S  3 8 . 3 5 . 1 0 0 ,  as c u r r e n t l y  w r i t t e n ,  is a w o r k a b l e  s t a t u t e  

w i t h  d e f i n i t i v e  c r i t e r i a  f o r  i s s u i n g  a S t a t e  R O W  l e a s e .

B e f o r e  a m e n d i n g  t h i s  s t a t u t e  as p r o p o s e d  in H B  118, l e a v i n g  t h e  i s s u a n c e  of 

a R O W  l e a s e  " s u b j e c t  to c o n d i t i o n s  e s t a b l i s h e d  by  the C o m m i s s i o n e r " ,  t he s t a t e  

m a y  w a n t  to a s k  m o r e  i m p o r t a n t  q u e s t i o n s ,  s u c h  as:

1) D o ’s the a p p l i c a n t  h a v e  t he f i n a n c i a l  a n d  t e c h n i c a l  c a p a b i l i t y  to

c o n s t r u c t  the p r o j e c t  in a r e s p o n s i b l e  m a n n e r  to p r o t e c t  p u b l i c  

l a n d s  a n d  the e n v i r o n m e n t  a l o n g  w i t h  the r e s i d e n t s  of  A l a s k a -

C is
2) D o e s  the a p p l i c a n t  h a v e  g a s  p u r c h a s e s  a g r e e m e n t s  or is g a s  &  s u p p l y  e v e n

a v a i l a b l e  for the p r o j e c t ?

3) Is a n  e x p o r t  l i c e n s e  in p l a c e ?

4) O r  is the p r o j e c t  e v e n  e c o n o m i c a l l y  f e a s i b l e ?

M a d a m  C h a i r m a n ,  t h a n k  y o u  fo r  the o p p o r t u n i t y  t o d a y  to p r o v i d e  t his 

t e s t i m o n y  for the r e c o r d .
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DIVISION OF PIPELINE SURVEILLANCE

June 21, 1582

Edwin A. Kuhn, Director 

Government £ Environmental Affairs 

Northwest Ala sk an  Pipeline Company 

One Lafayette Centre 

1120 2Gth Street, N. W. , Suite S-700 

Washington, D. C. 20036

Re: Further Processing of the R i g h t - o f- Wa y  L e 2 se(s) Referenced in the Behlke

to Kuhn Letter of June 18, 1382 (NWA-32-038)

Dear Hr. Kuhn:

The following project developments:

1) NWA's decision to request a separate r i ght -o f-w ay  lease for the 

cond i tioning plant;

2) Multi-year delay in the project sched ul e;  and

3) Cancellation of the reimbursement a g r e e m e n t  with the State for pre-

right-of-way lease work;

have resulted in substantial changes in the status cf the Northwest

A l as k an  Pipeline Company (NWA) R i g h t - of -W a y lease application and of its

future processing by the State.

T he  Department of the Interior (DO I) R i g h t - o f - W a y  Grant as issued to 

Northwest Alas kan  Pipeline Company on D e ce mb e r 1, 15 o 0 , contained a set 

of  Stipulations that had been developed w i t h  significant input from 

representatives of the State of Alaska. The overall objective, as you 

are aware,_ was to have a State R i gh t- of -W ay  Lease with stipulations 

similar to the DO I Right-of-Way Grant, an o b j e c t i v e  the State still 

maintains. Therefore, in the past several yea rs  the ma jo r it y  of NWA 

p r o j e c t .related documents whi ch  received a c oord in at ed  State agency 

review have actually been fulfilling re qu ir e me n ts  of the DOI Right-of- 
W a y  Grant as well as the pending State Lease. For example, when NWA 

filed its pipeline right-of-way lease w i t h  the State, it deferred submission 
of  several items pending ongoing w or k wi th  St at e  anc Federal agencies in 

the p reparation of key "1.6.1 Plans" w h i c h  it indicated would serve two

N W A - 8 2 - 0 6 2

1001  N O B L E  S T R E E T ,  S U I T E  
F A IR B A N K S .  A L A S K A  S 9 7 0 I  
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purposes; 1) be elements of the ri gh t- of - wa y lease application, and, 2) 

satisfy sub se qu en t lease stipulations. W i t h  an a d e qu a te  level of State 

agency review, this was an acceptable process. Indeed compl et ed  1.6.1 Plans 

would, in general, go farther than r eq uir ed  for r ig ht- of -wa y lease a p p l i c a t i o n s . 

However, these plans have not been c o mpl et ed , and, by virtue of NWA's 

c anc ellation of its pre-lease, r ei mb ursable services agreement wit h the 

State, State par ti ci pa ti on  in further rev ie ws  of p o s t -l e as e related 

items (i.e., 1.6.1 Plans) is not possible. Th os e key 1.6.1 Plans which 

wer e to have been prepared in conjunction w i t h  State and Federal agencies 

and wh ic h w er e  to satisfy both the r e q u i r e m e n t s  of the lease application 

and subsequent lease stipulations include the following 1.6 Plans ref erenced 

in the application.

B 1 as t i ng 

Camps Plan 

C 1 earing Plan

Environmental Briefings Plan 

Fire Control Plan

Pesticides, Herbicides and Chemicals

Q ua li ty  A s s u r a nc e/ Q ua l it y Control

H u ma n - C a r n i v o r e  Interaction Plan

R es t or a ti on  Plan

Visual Resources Plan

River T ra ining Structures

Stream, River and Floodplain C ro s si n gs

W e tl a nd  Construction

Erosion and Sedimentation Control

Oil and Hazardous Substances Control, C l ea nu p  and Disposal

Additional deficiencies in NWA's R i g h t - o f - W a y  A pp l i c a t i o n  are identified, 

as Ii sted be low:

1) Sc hedule - the schedule, as filed, is o b v i o u s l y  incorrect in light 

of recent announcements. NWA should at such time as it is prepared 

to do so, provide realistic e s ti ma te s of  initiation and completion 

dates to wh i ch  it intends to adhere;

2) It is not possible to determine fron the present application NWA's 

technical capaDility to:

a) -protect property interests;

b) prevent adverse environmental impact;

c) unde rt ak e necessary restoration and revegetat'on;

d) p ro pe rly  develop material sites or disposal sites; and

e) protect the interests of s u b s i s t e n c e  resource users along the 

pi peline right-of-way and in the v ic in i ty  of related activities.



3) The p r e s e n t  a p pl i ca ti on  dees not d e m o n s t r a t e  the applicant's financial 

c a p a b i l i t y  to fulfill the requirements of A.S. 38.35*100. Extensive 

rhetoric, submitted in support of N WA 's  financial c a pa bil it y to 

pe rf or m the p ro posed transportation, related o n l y  to government 

a pp ro va ls  (President's Decision, Federal R i g h t - o f - W a y  Grant, etc!) 

w hi c h do not pro ve  the sponsor's financial c a p a b i l i t y  to perform 

the p r op o se d transportation of natural gas. T h o u g h  the items 

e n u m e r a t e d  by NWA, in support of its a p p l i c a ti on ,  (plus the later 

w a iv e r p a c k a g e  approval) are some of  the c o n d i t i o n s  necessary for 

the o b t a i n i n g  of  financing, events o f  the past year certainly prove 

that they do not prov ide financing. When  the N W A  financial plan is 

ready for submission to the FERC, it also s ho u ld  be submitted to 

the Sta te  as part of an extensively a m e n d e d  a pp l i c a t i o n  for a State 

R i g h t - o f - W a y  Lease, so that the C om m is s io ne r  m a y  reasonably determine 

if N W A  is a ct ua ll y financially c a pab le to p e r f o r m  the transpcrtation 
p r o p o s e d ;

*0 No a g r e e m e n t  has been obtained wi t h A las ka D ep a rt me nt  of Transfertaticn 

and P u b l i c  Facilities (ADOT/PF) covering h i g h w a y  useece, damage, 

and e n c r o a c h m e n t s  (Yukon River Bridge, A tic un  Pass, Ice Cut Hill, 

pr ox im it y,  thermal workpads, etc.); and

5) As i ndicated before, a conditioning plant lease a pplication shouid 

be filed separately.

6) AS 3 8 . 3 5 . 0 5 0  a ls o  requires that all pers on s planning to own an 

interest in a p ip el in e must join in the a pp li cation. The application 

must be a m en de d to reflect changes in interest in ownership.

t ap peared last year when NWA filed its lease a p p l i c a t i o n  that NWA's 

financial c ap a b i l i t y  would now be established, and, through work and 

negotiation w i t h  the State, NWA would be able, by now, to satisfy the 

lease a p pl i c a t i o n  requirements of A.S. 38.35* U nf o rt una te ly , those 

developments, o p t i m i s t i c a l l y  anticipated by NWA and this office a year 

ago, have not happened. At this point, the lease a pp l ic at i on  does not. 

meet the r e qu ir em en ts  of A.S. 38.35*050 to the e x te nt  that the analysis 

required un der  A.S. 32.35 - 080 couid be properly a cc o mp li s he d  and the 

Co mm issioner c ou ld  m a k e  the decision required under A.S. 38.35.100.

Whe n the p r op er  amendments have been provided and w h e n  the separate 

conditioning plant lease application has been re ce i ve d by this office, 

the pi peline lease appli ca ti on  and the c on d it i on i ng  plant application 

processing will again be resumed through: the normal State pipeline 

leasing process. The recently a n n o u n c e d . d e 1 ays p r o v i d e  more chan adequate 

time for N WA  to provide the State with the a m e n d m e n t s  for further processing 

of the lease(s) as well as providing more than a d e q u a t e  time for the 

State to p r o c e s s  the lease prior to the time it will actually be needed.
This is, of course, o n l y  true if NWA does not a l l o w  the preparation of 

the a pp l i c a t i o n  amendment and the plant lease a p p l i c a t i o n  to drag on.



Sincerely,

( 2 ,  Q J U & -
Charles £. S eh lk e

St at e Pipeline C o o r d i n a t o r

O ff i ce  of the P i p e l i n e  Coordi na to r

CE3/d e

cc:
John Katz, Commissioner, D ep artment of Natural Resources, J une au  

W i ls o n Condon, A t t o r n e y  General, Dep ar tme nt  of Law, Juneau 

John R h e t t , Federal Inspector, Office of the Federal Inspector 
Washin gto n,  D. C. r ’

Robert Loeffler, Counselor, Morris on and Fcerster, W a s h i n g t o n  D C

f J
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June 18, 133 2

levin A. Kuhn, Jiractor 

Government S Environmental Aff a irs 

Northwest Alaskan Pipeline Company 

Cr.e Lafayette Centre 

1120 10th Street, N .W ., Suite S-700 

Washington, D. C. 20036

Re: Majcr Issues

Tear Mr. Kuhn:

Reference is made to the Northwest Alaskan Pipeline Company (tJVJA) 

letters catec Ncvem±>er 5, 1981, (GCA-51-1133), January 3, 1982, (GCA-32- 

1004), February 16, 1982, (GOA-82-1021), and March 29, 1982, (GOA-52- 

1034) regarding NWA's application for a richt-of-way lease for the gas 

pipeline and the Alaska Gas Conditioning Facility, in these communi­

cations, specifically the February 16, 1982, letter, NWA responded to 

seme of the major issues identified by the Stats in previous letters.

The purpose of this letter is to address and explain, in further detail, 

the Stare's position with respect to the pending NWA application for a 

lease. I will attempt to respond to each point covered in your recent 

letters, and I also will identify other outstanding concerns which • ~ *

continue to be important but which NWA has not addressed.

State-Selected ar.d Tentatively Approved Lands

Your assessment of my previous verbal statements regarding Tentatively 

Approved (TA'd) lands is correct, except that I have never thought the 

State's control of TA'd lands could be in question and have considered 

any such question to be frivolous. *

At the time land becomes TA'd, the Federal government has r.o further 
alternative but to patent the land to the State upon survey. Thus, only 
the State issues the Right-of-Way (ROW) lease on TA'd land. The only 

exception to this is that TA'd lands which were withdrawn and properly

• J L H



s e l e c t e d  p u r s u a n t  t o  A l a s k a  N a t i v e  C l a i m s  S e t t l c - n e n t  A c t  ( A N C S A )  , b u t  n o t  

y e t  c o n v e y e d ,  m a y  b e  l e a s e d  w i t h  t h e  c o n c u r r e n c e  o f  t h e  S t a t e ,  th e  

N a t i v e  c o r p o r a t i o n ( s ) , a n d  t h e  F e d e r a l  g o v e r n m e n t .

T h e  t o p i c  of  s e l e c t e d  l a n d s  h a s  n e t ,  to t h e  b u s t  o f  m y  m e m o r y ,  b e e n  

r a i s e d  b e f o r e .  P u r s u a n t  to  F e d e r a l  r e g u l a t i o n ,  l a n d  is s e g r e g a t e d  at 

t h e  t i m e  it i s  s e l e c t e d  b y  t h e  S t a t e .  P r i o r  A l a s k a  N a t i o n a l  I n t e r e s t  

L a n d s  C o n s e r v a t i o n  A c t  ( A N I L C A )  n o  p r o c e d u r e  w a s  s p e l l e d  o u t  i n  t h e  l aw 

f o r  c o n v e y a n c e  o f  a n y  i n t e r e s t  in s e l e c t a d  l a n d s  t o  a t h i r d  p a r t y .  

A r g u a b l y ,  p r i o r  to A N I L C A  s e l e c t e d  l a n d s  c o u l d  n e t  b e  c o n v e y e d  to  a 

t h i r d  p a r t y  a t  all, u n t i l  b e c o m i n g  T A ' c ,  w h e r e u p o n  t h e  S t a t e  c o u l d  

c o n v e y .  H o w e v e r ,  t h e  s t a n d a r d  p r o c e d u r e ,  w h i c h  w a s  a c c e p t a b l e  t o  t h e  

S t a t e ,  w a s  t h a t ,  f o l l o w i n g  t h e  S t a t e ' s  c o n c u r r e n c e ,  t h e  F e d e r a l  g o v e r n m e n t  

c o u l d  c o n v e y  i n t e r e s t s  i n  s e l e c t e d  l a r d  t o  t h i r d  p a r t i e s .  Y o u  w i l l  n o t e  

t h a t  t h i s  p r o c e d u r e  w a s  f o l l o w e d  or. t h e  T A P S  p r o j e c t .  H o w e v e r ,  a t  n o  

t i m e  h a s  the F e d e r a l  g o v e r n m e n t  n o t i f i e d  t h e  S t a t e  t h a t  it  w i s h e d  t o  

i s s u e  a P.CV? g r a n t  t o  N W A  o n  s e l e c t e d  l a n d s ;  t h u s ,  i t  c i c  n o t  s e e k  t h e  

S t a t e ' s  c o n c u r r e n c e  p r i o r  t o  t h e  i s s u a n c e  o f  t h e  F e d e r a l  R O W  g r a n t  as  is 

r e q u i r e d ,  a n d  w h i c h  w a s  r e q u i r e d  e v e n - p r i o r  t o  A N I L C A ,  f o r  t h e  c o n v e y a n c e  

t o  a  t h i r d  p a r t y  o f  i n t e r e s t s  i n  s e l e c t e d  l a n d s .

S i n c e  S t a t e  c o n c u r r e n c e  t o  c o n v e y  r i g h t s  t o  s e l e c t e d  l a n d  w a s  n e i t h e r  

s o u g h t  n o r  o b t a i n e d  b y  D e p a r t m e n t  o f  I n t e r i o r  (DOI) f o r  t h e  17,-;A R O W  

g r a n t ,  t h e  F e d e r a l  g o v e r n m e n t  d i d  n o t  c o n v e y  a R C W  g r a n t  a c r o s s  s e l e c t e d  

l a n d s ,  b e c a u s e  i t  l a c k e d  t h e  a u t h o r i t y ,  w i t h o u t  p r i o r  S t a t e  c o n c u r r e n c e ,  

t o  d o  so. ( A g a i n ,  w h e r e  S t a t a - s e l e c t e d  l a n d  w a s  o p e n e d  f o r  N a t i v e  

s e l e c t i o n  p u r s u a n t  t o  A N C S A  a n d  s e l e c t e d  b y  a N a t i v e  c o r p o r a t i o n ,  a l l  

p a r t i e s  m u s t  c o n c u r  i n  a n y  g r a n t  o r  l e a s e  to  t h i r d  p a r t i e s . )

A t  s e m e  p o i n t ,  s h o u l d  t h e  p r o j e c t . b e c o m e  a n  i m m i n e n t  r e a l i t y ,  iiWA w o u l d  

a p p e a r  t o  be w e l l  a d v i s e d  t o  s e e k  a R i g h t - o f - W a y  G r a n t  f r o m  t h e  F e d e r a l  

g o v e r n m e n t  to c o v e r  t h o s e  l a n d s  w h i c h  (1) w e r e  v a l i d l y  S t a t e - s e l e c t e d  on  

D e c e m b e r  1, I 9 6 0 ,  a n d  (2) s t i l l  r e m a i n  i n  t h a t  c a t e g o r y .  ( C l e a r l y  t h o s e  

l a n d s  w h i c h  w e r e  S t a t e - s e l e c t e d  o n  D e c e m b e r  1, 1 9 S 0 ,  a n d  w h i c h  h a v e  

b e c o m e  T A ' d  o r  p a t e n t e d  s i n c e  w i l l  b e  c o v e r e d  b y  t he S t a t e  R i g h t - o f - W a y  * 

L e a s e . )  S u c h  a  g r a n t  w o u l d  h a v e  to r e c e i v e  t h e  f o r m a l  c o n c u r r e n c e  o f  

t h e  S t a t e ,  p r i o r  to i t s  i s s u a n c e .  T h e  S t a t e ' s  c o n c u r r e n c e  w o u l d  p r o b a b l y  

b e  c o n d i t i o n e d  o n  t h e  F e d e r a l  l e a s e ' s  l a p s i n g  a t  the t i m e  o f  T A  w i t h  t h e  

S t a t e  l e a s e  b e c o m i n g  e f f e c t i v e  s i m u l t a n e o u s l y .  T h e  S t a t e  l e a s e  m u s t  

c o n t a i n  a p r o v i s i o n  f o r  t h e  i n c l u s i o n  o f  l a n d s  w h i c h  " h e r e a f t e r "  b e c o m e  

T A ' d ,  p a t e n t e d ,  c r  o t h e r w i s e  a c q u i r e d .  I f  a F e d e r a l  G r a n t  c o v e r i n g  

s e l e c t e d  l a n d s  i s  u l t i m a t e l y  o b t a i n e d  b y  J7WA, t h e  T A  w o u l d ,  o f  c o u r s e ,  

b e  s u b j e c t  to t h e  F e d e r a l  c r a n t  c o n d i t i o n s  to t h e  e x t e n t  t h a t  t h e  S t a t e  

r e c o g n i z e s  p r i o r  a u t h o r i z e d  a c t i v i t i e s  c o n d u c t e d  p u r s u a n t  t o  t h a t  g r a n t  

p r i o r  to TA.

A n y  a c t i o n s  b y  N o r t h w e s t  o n  T A ' d  l a n d s  w h i c h  d o  n o t  c o m p l y  w i t h  t h e  

a b o v e - o u t l i r . e d  p r o c e d u r e  c o u l d  p l a c e  !IWA i n  a t r e s p a s s  p o s t u r e  a n d  w o u l d  

b e  d e a l t  w i t h  a c c o r d i n g l y  b y  t h e  S t a t e .
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I w a s  p l e a s e d  to r e c e i v e  N W A ' s  p r o p o s e d  s o c i o e c o n o m i c  p i  sr. n i n e  a c t i v i t i e s  

a t t a c h e d  to  y o u r  l e t t e r  o f  F e b r u a r y  16, 1 9 S 2 .  H o w e v e r ,  as i n d i c a t e d  b y  

N W A  i n  the i n i t i a l ,  a n d  o n l y ,  n e g o t i a t i n g  m e e t i n g  o f  J u l y  12, 1 9 91, and 

c o r r o b o r a t e d  b y  m y  l e t t e r  to K u h n  o f  Auc-ost 13, 1 9 8 1 ,  I h a v e  beer, 

a w a i t i n g  N W A ' s  w  i t t e n  r e s p o n s e  to  t he d r a f t  S o c i o e c o n o m i c  S t i p u l a t i o n s  

g i v e n  t o  N W A  o n  M a r c h  18, 1981. T h u s  f a r ,  t h e r e  h a s  b e e n  no  r e s p o n s e  b y  

N W A ,  e x c e p t  f o r  t h e  N"WA sociceccr.cmic p l a n n i n g  d o c u m e n t  o f  F e b r u e r v  16, 

1 9 3 2 .

I t  c p p e a r s  t h a t  y c u r  p r o p o s e d  s o c i o e c o n o m i c  p l a n n i n g  a c t i v i t i e s  of

-‘-.or a t i o n  c f  y o u r  l e t t e r  o:F e b r u a r y  16, 1932, c o n s t i t u t e  a f u r t h e r  el- 

T e c e r b e r  8, 1930, (C-0A-30-1139) , in  w h i c h  y o u  o u t l i n e d  s i m i l a r  p l a n s .  

A s  y o u  n o t e d  i n  y o u r  D e c e m b e r  8, 1930, l e t t e r ,  " tr.e i m p a c t  p l a n s  e re 

p r e s u m a b l y  a p a r t  o f  t h e  S t i p u l a t i o n s ,  a n d  a ccm=_le ts a s s  ss s m e n t  re on; 

u s  to r e v i e w  t h e m  i n  t h e i r  l a r g e r  c o n t e x t "  ( e n c h a s e s  a d d e d ) .

W h i l e  i t  a p p e a r s  t h a t  y o u  h a v e  :“a s s e s s e d  t h e  p l a n s  o u t l i n e d  i n  y o u r

C e c e w b e r  3, ?50, l e t t e r  in l i g h t  o f i n i t i a l  d r a f t  S c c i c e c o r . c m a c

S t i p u l a t i o n s  t r a n s m i t t e d  to y o u r  o f f i c e  o n  M a r c h  1 9 ,  1 3 3 1 ,  w e  a re u n a b l e  

t o  c o m m e n t  u p o n  t h e i r  a d e q u a c y  in t h e  a b s e n c e  o f  k n o w i n g  h o w  t h e  p r o p o s e d  

p l a n n i n g  f i t s  i n t o  t h e  l a r g e r  c o n t e x t  o f  t h e  p r o p o s e d  S t i p u l a t i o n s  

w h i c h ,  a s  y o u  c o r r e c t l y  o b s e r v e d ,  n e e d s  t o  b e  d e n e .

T h e  S t a t e  v i e w s  N W A ' s  o b l i g a t i o n  t o  m i n i m i s e  t h e  c o s t  i m p a c t  to  

p o t e n t i a l  r a t e - p a y e r s  a s  b e i n g  p a r a l l e l  to, a n d  n o t  in  c o n f l i c t  

s o u n d  s o c i a l  i m p a c t  m a n a g e m e n t .  M i n i m a l  d i s r u p t i o n  o f  s e r v i c e s  

i n f r a s t r u c t u r e  b o t h  ir.side a n d  o u t s i d e  t h e  c o r r i d o r  u p o n  w h i c h  t 

p r o j e c t  d e p e n d s  for s u p p o r t  c a n  o n l y  e n h a n c e  t h e  s m o o t h  p r o g r e s s  

p r o j e c t  c o n s t r u c t i o n .  NV.'A e s t i m a t e s  ( C e n t e r  P o i n t  J u s t i f i c a t i o n  

V, J u l y  1, 1 9 3 0 ,  p a g e  4 - 1 2 )  t h a t  e a c h  b r e a k  i n  p r o j e c t  c a d e n c e  v  

t w o  m i l l i o n  d o l l a r s ,  and, g i v e n  t h e  c l o s e  a n d  c o m p l e x  i n t e r r e l a t  

b e t w e e n  p r o j e c t  a c t i v i t i e s  a n d  S t a t e  a n d  l o c a l  s u p p o r t  s y s t e m s ,  

p o s s i b l e  p o i n t s  of  i n a d v e r t e n t  c o n f l i c t  a n d  d i s r u p t i o n  a r e  m a n y  

r e c o g n i z e s  t h i s ,  as y o u  p o i n t  o u t  i n  y o u r  D e c e m b e r  3, 1 S 5 0 ,  l e t t

;.ne

«'ith,

, V o l .  

ill c ost 

izr.ship 

he 

N W A ' *
s .  v

W e  b e l i e v e  t h a t  p l a n n i n g  i n  t h e s e  a r e a s  i s  i m p o r t a n t  b o t h  to t h e  s u c c e s s  

o f  t h e  p r o j e c t  a n d  f o r  t h e  a v o i d a n c e  o f  u n n e c e s s a r y  d i s t u r b a n c e  to 

A l a s k a n  c o m m u n i t i e s .  H o w e v e r ,  the p l a n s  w h i c h  y o u  h a v e  s e t  f o r t h  f a l l  

f a r  s h o r t  c f  t h e  e x t e n t  o f  t h o s e  p r e m i s e d  b y  t h e  A p r i l  1 9 7 8 ,  a g r e e m e n t  

s i g n e d  b y  M r .  M c M i I l i a n  a n d  G o v e r n o r  H a m m o n d .  C l e a r l y ,  N W A  s t i l l  h a s  a 

g r e a t  d e a l  o f  w o r k  t o  do. 1

N W A  h a s  e x p r e s s e d  c o s t  c o n c e r n s  for i t s  p o t e n t i a l  r a t e - p a y e r s ;  h o w e v e r ,  

t h e  S t a t e  s e e s  l i t t l e  v i r t u e  in  the c o n c e p t  of  i t s  c o m m u n i t i e s  a n d  s o m e  

o f  i t s  c i t i z e n s  s u f f e r i n g  s e v e r e ,  a d v e r s e ,  u n m i t i g a t e d  s o c i c  'or.cmic 

i m p a c t s  i n  o r d e r  to r e d u c e  c o s t s  to t h e  r a t e - p a y e r s .  )IWA ha e q u a l l y  as 

i m p o r t a n t  a n  o b l i g a t i o n  t o  m i t i g a t e  a d v e r s e  i m p a c t s  o n  A l a  is it d o e s



Page 4 . J>:r.e i s ,  IM I
NWA-9 2-039

to  a t t e m p t  t o  m i t i g a t e  t h e  c o s t  i m p a c t  t o  t h e  p o t e n t i a l  r a t e - p a y e r s .  W e  

s e e  no  p o s s i b l e  r e a s o n  f o r  t h e  A l a s k a n  c o m m u n i t i e s  a n d  a d v e r s e l y  i m ­

p a c t e d  c i t i z e n s  to b e c o m e ,  e s s e n t i a l l y ,  p a y i n g  p a r t n e r s  i n  t h e  p r o j e c t  

w h i l e  n o t  r e c e i v i n g  t h e  b e n e f i t s  w h i c h  t h e  o t h e r  e q u i t y  p a r t n e r s  a n d  t he 

r a t e - p a y e r s  w o u l d  r e c e i v e ,

S i m i  1 a r i t y  o f  F e d e r a l  a.nc S t a t e  R i c h t - o f - W a v  Grant/".e.-.S £

T h e  S t a t e  h a s  beer, w o r k i n g  t o  h a v e  t h e  t e c h n i c a l  a n d  e n v i r o n m e n t a l  

s e g m e n t s  o f  t h e  S t a t e  R i g h t - o f - W a y  l e a s e  b e  a s  c o n s i s t e n t  w i t h  t h e  

F e d e r a l  R i c h t - o f - W a y  G r a n t  as i s  p r u d e n t  a t  t h e  t i m e  o f  o f f e r i n g  o f  t h e  

l e a s e .  T h o u g h  I a n t i c i p a t e  t h e  s i m i l a r i t i e s  t o  be  v e r y  c o n s i d e r a b l e , 

d i f f e r e n c e s  a r e  d e e m e d  n e c e s s a r y  t o  r e f l e c t :

A)

5)

:r.-."A' s r e s p o n s e , to d a t e ,  t o  t h e  F e d e r a l  s t i p u l a t i o n s ;

M o v e m e n t  o

C)

D)

E)

F)

G)

f the N W A  p i p e l i n e  A C W  l o c a t i o n ,  a f t e r  d e v e l o p m e n t  o f  

t h e  F e d e r a l  s t i p u l a t i o n s ,  t o  c l o s e  p r o x i m i t y  to  S t a t e  h i g h w a y s  

a t  l o c a t i o n s  e x t e n d i n g  e v e r  a p p r o x i m a t e l y  2 7 2  m i l e s  o f  t h e  

r i g h t - o f - w a y ;

S o c i o e c o n o m i c  i m p l i c a t i o n s  ( i n c l u d i n g  p l a n s  i d e n t i f i e d  in m y  l e t t e r  

o f  M a r c h  I S, 1961) to  c i t i z e n s  c f  A l a s k a  n e t  a d d r e s s e d  b y  t h e  

F e d e r a l  R i g h t - o f - W a y  G r a n t ;

A d d i t i o n a l  S t a t e  c o n c e r n s  f o r  t h e  h e a l t h ,  s a f e t y ,  ar.d w e l f a r e  o f  

S t a t e  c i t i z e n s ;

A d d i t i o n a l  S t i p u l a t i o n  1 . 6 . 1  P l a n s  t o  c o v e r  the H a u l  R o a d  a n d  t h e  

p o s s i b l e  c h o i c e  b y  c o n t r a c t o r s  t o  u s e  s n o v / i c a  w c r k p a d s  a n d  r o a d s ;

T h e  S t a t e  L e a s e  S t i p u l a t i o n s  w i l l  n e t  c o n t a i n  a p r e a m b l e ;  a n d

T h e  S t a t e  L e a s e  w i l l  c o n t a i n  a d d i t i o n a l  l a n g u a g e  d e a l i n g  w i t h  S t o p  

O r d e r s  a n d  o t h e r  m a t t e r s  w h i c h ,  i n  t h e  F e d e r a l  G r a n t ,  a r e  c o v e r e d  * ' 

b y  r e g u l a t i o n s  i n c o r p o r a t e d  b y  r e f e r e n c e .

Y o u  h a v e  e x p r e s s e d  c o n c e r n s  r e g a r d i n g  t h e  p o t e n t i a l  i n c l u s i o n  o f  a f i e l d  

a u t h o r i z a t i o n  p r o c e d u r e  in t h e  S t a t e  R i g h t - o f - W a y  l e a s e .  It  is t h e  

S t a t e ' s  p o s i t i o n  t h a t  f i e l d  a u t h o r i c a t i o n s  t o  p r o c e e d  a r e  n e c e s s a r y  

s i n c e  N o t i c e s  to P r o c e e d  ( N TP's) w i l l  b e  i s s u e d ,  g e n e r a l l y ,  m a n y  m o n t h s  

p r i o r  t o  the b e g i n n i n g  o f  w o r k  a n d  p r i o r  t o  c o n t r a c t o r s '  b i d d i n g  o n  t h e  

w o r k  c o v e r e d  b y  t h e  H T P .  It  i s  n o t  t h e  ‘p u r p o s e  o f  the p r o p o s e d  f i e l d  

a u t h o r i z a t i o n s  to c h a n g e  t h e  s t i p u l a t i o n s  o f  a R i g h t - o f - W a y  L e a s e .  T h e  

p r i n c i p a l  p u r p o s e  of t h e  f i e l d  a u t h o r i z a t i o n  is to p r o v i d e  a c h e c k  o n  

f i e l d  c o n d i t i o n s ,  f i e l d  s t a k i n g  ( w h e r e  n e c e s s a r y ) , a n d  c c m p l i a n c e  o f  t h e  

c o n t r a c t o r ' s  w o r k  p l a n ,  s u b m i t t e d  i m m e d i a t e l y  p r i o r  to  t h e  i n i t i a t i o n  o f  

w o r k ,  w i t h  t h e  l e a s e  s t i p u l a t i o n s .  I c e r t a i n l y  a g r e e  t h a t  t h e  c o n t r a c t o r  

m u s t  n o t  b e  e x p o s e d  to t h e  p o s s i b i l i t y  o f  h a v i n g  c o n d i t i o n s  o f  t h e



l e a s e ,  p r i n c i p a l l y  t h e  s t i p u l a t i o n s ,  s u b j e c t  t o  u n i l a t e r a l  c h a n g e  b y  the 

S t a t e  d u r i n g  t h e  c o u r s e  o f  the b i d d i n g  a n d  c o n t r a c t  a w a r d  p r o c e s s e s  o r  

d u r i n g  t h e  m o b i l i z a t i o n  a n d  c o n s t r u c t i o n  p r o c e s s e s .

It  i s  a l s o  i m p o r t a n t  f o r  a h i g h  l e v e l  o f  g o v e r n m e n t  aut: 

l o c a t e d  i n  t h e  f i e l d  to  e x p e d i t e  f i e l d  c h a n g e s  p r o p o s e d  

t r a c t c r s  t h r o u g h  t h e  p r o j e c t  s p o n s o r s .  T h e  f i e l d  a u t h c  

w i l l  a l l o w  t h i s  to b e  a c h i e v e d ,  a n d  i t  s h o u l d  b e  a p c s i  

o f  t h e  S t a t e  R i g h t - o f - W a y  L e a s e  e v e r  t h e  F e d e r a l  P i c h t -

■.crity to b e  

b y  t he c o n ­

i z a t i o n  a l s o  

i v e  i m p r o v e m e n t

*> *ar >—  a ,. u •

Y o u  h a v e  m e n t i o n e d  t h a t  t h e  f i e l d  a u t h o r i z a t i o n  c o n c e p t  m a y  a f f e c t  

" f i x e d - p r i c e  c o r.tr a c t  i n c ." I t h i n k  v c u r  c o n c e r n s  h a v e  b e e n  a d d r e s s e d  

a b o v e ;  h o w e v e r ,  t he S t a t e  is c o n c e r n e d  a b o u t  p o s s i b l e  i n t e r p r e t a t i o n s  of 

w h a t  " f i x e d - p r i c e  c o n t r a c t i n g " a c t u a l l y  i s .  D o e s  ;r.\A m e a n  t h a t  it w i l l  

c o n t r a c t  or. t h e  b a s i s  o f  a f i x e d - c o s t  f o r  a c o m p l e t e d  s p r e a d  o f  p i p e l i n e  

o r  a c c n p l e t e d  f o o t  o f  p i p e l i n e ,  o r  d o e s  i t  m e a n ,  or. t he o t h e r  h a n d ,  

t h a t  N W A  w i l l  c o n t r a c t ,  f o r  e x a m p l e ,  o n  a f i x e d - u n i t  b a s i s  p e r  c u b i c  

y a r d  o f  e x c a v a t i o n  f o r  t r e n c h ,  w o r k p a d , h a u l ,  e t c . ?  T h e  c o n c e p t  o f  a 

f i x e d -u.nit p r i c e  b i d  f o r  e a c h  o f  t h e  s e p a r a t e  c o m p o n e n t s  o f  a c o m p l e t e d  

u n i t  o f  p i p e l i n e  is n o t  a f i x e d - p r i c e  b i d ,  b u t  is, r a t h e r ,  a n  oper.-ended 

b i d .  S u c h  u n i t - c o s t  b i d d i n g  w o u l d  n o t  m e e t  t h e  c o n c e p t  o f  fi.-ed-price 

b i d d i n g  r e q u i r e d  b y  c h e  P r e s i d e n t ’s D e c i s i o n  a n d  w o u l d  c e r t a i n l y  l e a v e  

t h e  p o s s i b i l i t i e s  f o r  c o s t  o v e r r u n s  w i d e - c p e n .  I n d e e d ,  it w o u l d  p r o b a b l y  

p r o m o t e  c o s t  o v e r r u n s .  T h e  S t a t e  i s  c u r i o u s  t o  k n e w  w h a t  W A ' s  p r e c i s e  

d e f i n i t i o n  o f  t h e  t e r m  " f i x e d - p r i c e  c o n t r a c t i n g "  is.

H i g h w a y  M a t t e r s

Y o u  h a v e  e x p r e s s e d  c o n c e r n  a b o u t  t h e  S t a t e ' s  p o s i t i o n  t h a t  a i l  h i g h w a y -  

r e l a t e d  m a t t e r s  m u s t  b e  b r o u g h t  t o  a g r e e m e n t  s i m u l t a n e o u s l y .

C n  J a n u a r y  26, 1 9 5 1 ,  ( N W A - S 1 - 7 0 )  , t h e  S F C O  i n f o r m e d  N W A  cf  t h e  k e y  

i s s u e s  w h i c h  r e q u i r e  n e g o t i a t i o n  b e t w e e n  N W A  a n d  t h e  A l a s k a  D e p a r t m e n t  

o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  ( A D C T / P F ) . I n c l u d e d  w i t h  t h a t  

l e t t e r  w a s  a n  i d e n t i f i c a t i o n  o f  1 3  p o i n t s  r e q u i r i n g  r e s o l u t i o n  in a d d i t i o n  

t o  H i g h w a y  I n d e m n i f i c a t i o n .  It i s  t h e  i n t e n t  o f  t h i s  o f f i c e  to i n c l u d e  

a s  a b i n n i n g  p a r t  o f  t h e  l e a s e  a n  a g r e e m e n t  b e t w e e n  A D C T / P F  a n d  N W A  

w h i c h  a d d r e s s e s  t h e  f o l l o w i n g :

H i g h w a y  I n d e m n i f i c a t i o n ;

‘ A l i g n m e n t ;

C o n s t r u c t i o n  s c h e d u l i n g  ( m i n i m i z e  c o n f l i c t s  b e t w e e n  N W A  a n d

A D O T / P F  h i g h w a y  i m p r o v e m e n t  p r o g r a m s )  ;

Y u k o n  R i v e r  B r i d g e  ( r i s k  a n a l y s i s )  ;

-Ice C u t  H i l l ;

F i v e - M i l e  A i r p o r t ;

G o v e r n o r ' s  H a u l  R e a d  P o l i c y ;

P i p e  H a u l ,  c o r r e s p o n d i n g  p e r m i t s ,  m e t h o d s ,  a n d  s c h e d u l i n g ;

R e g u l a t o r y  e n f o r c e m e n t  ( w e i g h t s ,  m e a s u r e s ,  p u b l i c  s a f e t y ) ;

S e c u r i t y  w i t h i n  t h e  c a m p s  a n d  a l o n g  t h e  H a u l  R e ad;



T h e  u s e  o f  v a r i o u s  S t a t e  a i r p o r t s  a n d  t h e  n e e d  C or i m p r o v e ­

m e n t  o f  e x i s t i n g  f a c i l i t i e s ;

A t i g u n  P a s s ;  a n d

A v a i l a b i l i t y  o f  M i n e r a l  M a t e r i a l s .

T h u s  far, :rWA h a s  b e e n  c u i t s  a n x i o u s  t o  r e a c h  a g r e e m e n t s  w i t h  th e  S t a t s  

o n  t h e s e  c r i t i c a l  a r e a s  i n  w h i c h  N W A  c e s i r e s  t o  o b t a i n  s p e c i a l  c o n ­

c e s s i o n s  f r o m  t he S t a t e  t o  a l l o w  t h e  p i p e l i n e  to b e  c o n s t r u c t e d  w i t h i n  

t h e  D a l t o n  H i g h w a y  and ,  i n  s o m e  c a s e s ,  b e n e a t h  t he r e a d  s u r f a c e ,  w h i l e 

e x p o s i n g  t h e  S t a t e  a n d  t h e  d r i v i n g  p u b i i c  t o  t h e  a t t e n d a n t  r i s k s ,  

h a z a r d s ,  ar.d t r a f f i c  d e l a y s  o n  t h i s  m o s t  i m p o r t a n t  of  t h e  S t a t e ' s  i n d u s r r  

h i g h w a y s ,  n o t  to  m e n t i o n  a d d i t i o n a l  r i s k s  to t h e  Y u k o n  R i v e r  B r i d g e ' s  

i n t e g r i t y  a n d  to  t h e  t r a n s p o r t a t i o n  (and. p r o d u c t i o n )  c f  c r u d e  o i l  f r o m  

t h e  N o r t h  S l o p e .  F o r  m o r e  t h a n  t w o  y e a r s ,  t h e  S t a t e  h a s  r e p e a t e d l y ,  (by 

l e t t e r  a n d  v e r b a l l y ) ,  i n d i c a t e d  t h a t  N W A  m u s t  d e v e l o p ,  f o r  t h e  S t a t e ' s  

r e v i e w  a n d  a p p r o v a l ,  t h e r m a l  a n a l y s e s  a n d  a p p r o p r i a t e  m i t i g a t i o n . d e s i g n s  

f o r  t h a w  s e t t l e m e n t  f o r  t h e  a p p r o x i m a t e l y  2 7 0  m i l e s  o f  w o r k m a n ,  w h i c h  

w o u l d  s e v e r e l y  i m p a c t  t he s h c r t - a n d  l o n g - t e r m  s t a b i l i t y  o f  t h e  h i g h w a y ,  

i m m e d i a t e l y  a d j a c e n t  t o  t h e  P r u d h o e  H a y  h i g h w a y .  T o  c a t e ,  t h o u g h  N W A  

h a s  d e v e l o p e d  p r e l i m i n a r y  p r o p o s e d  d e s i g n s  a n d  c o n s t r u c t i o n  p l a n s  f o r  

t h e  Y u k o n  R i v e r  B r i d g e ,  I c e  C u t  H i l l ,  a n d  A t i g u n  P a s s ,  n o  s u c h  ler.g-term 

t h e r m a l  d e s i g n  o r  t h a w  s e t t l e m e n t  m i t i g a t i o n  d e s i g n s  h a v e  b e e n  p r e s e n t e d  

b y  n w a  t o  t h e  S t a t e  f o r  r e v i e w .

N W A ' s c o n s t r u c t i o n  p l a n s  c a l l  f o r  c o n s i d e r a b l e  h i g h w a y - h a u l i n g  o f  p i p e  

a n d  g r a v e l  i n  a n  o v e r l o a d  o r  c v e r - d i m e n s i c n  m o d e .  S u c h  l o a d s  a r e  

h a z a r d o u s  t o  t h e  d r i v i n g  p u b l i c  a n d  g e n e r a l l y  d e s t r u c t i v e  t o  t h e  h i g h ­

w a y s  i n v o l v e d .  N W A  h a s  s t a t e d  t h a t  i t  w a n t s  t o  b e  t r e a t e d  in  a "r.on- 

d i s c r i m i n a t c r y "  f a s h i o n  w i t h  r e g a r d  t o  h i g h w a y  u s a g e .  It  i n t e r p r e t s  t h e  

t e r m  " r . o n - d i s c r i m i n a t o r y "  t o  a l l o w  N W A  t o  i n f l i c t  h i g h w a y  d a m a g e s  w h i c h  

t h e  S t a t e  h a s  e s t i m a t e d  t o  p o t e n t i a l l y  b e  a p p r o x i m a t e l y  S I T 3 M  ( 1 9 3 0  

S ' s ) .  T h u s ,  o n  the o n e  h a n d ,  N W A  w i s h e s  t h e  S t a t e  to " s i g n  o f f "  n e w  o n  

t h e  v e r y  c o n s i d e r a b l e  c o n c e s s i o n s  w h i c h  N W A  c e s i r e s  f r o m  t h e  S t a t e  t h a t  

w i l l  c l e a r l y  d i s c r i m i n a t e  a g a i n s t  t h e  t r a f f i c  r i g h t s  o f  o t h e r  u s e r s  o f  

t h e  h i g h w a y  a n d  w i l l  c e r t a i n l y  c r e a t e  m a s s i v e  a d d i t i o n a l  r o a d  m a i n t e n a n c e  

p r o b l e m s ;  w h i l e ,  o n  t h e  o t h e r  h a n d ,  N W A  w i s h e s  t o  d e l a y ,  u n t i l  scm.e 

u n d e s i g r . a t e a  f u t u r e  t i m e ,  r e s o l u t i o n  o f  t h e  i m p o r t a n t  m a t t e r s  o f  t h e r m a l  

d e s i g n  o f  2 7 0  m i l e s  o f  w o r k  c a d  a n d  o f  t h e  h i g h w a y  d a m a g e s  w h i c h  N W A ' s  

w o r k  p l a n s  c l e a r l y  i n d i c a t e  w i l l  o c c u r  t o  t h e  S t a t e ' s  h i g h w a y s .  I n  

a d d i t i o n ,  N W A 1s r i s k  a n a l y s i s  s u p p o r t i n g  i t s  d e s i r e  to l o c a t e  i t s  p i p e  

o n  t h e  Y u k o n  R i v e r  B r i d g e  h a s  iencreri t h e  p o t e n t i a l  l o s s e s  o f  r e v e n u e  to  

t h e  S t a t e  a n d  t h e  N o r t h  S l o p e  o i l  p r o d u c e r s  w h i c h  a p o s s i b l e  d i s a s t r o u s  

g a s  p i p e l i n e - g e n e r a t e d  a c c i d e n t  c o u l d  c l u s e .  T h a t  r i s k  a n a l y s i s  h a s  

a l s o  i g n o r e d  c o n s t r u c t i o n  a c t i v i t i e s  r i s k s .  T h u s ,  t he r i s k  a n a l y s i s ,  b y  

v i r t u e  o f  i t s  i n c o m p l e t e n e s s ,  r e a l l y  d e e s  n o t  a n s w e r  t h e  q u e s t i o n ,  "Vihat 

i s  t he r i s k  t o  t h e  S t a t e  a n d  o t h e r s  o f  t h e  c o n s t r u c t i o n  a n d  o p e r a t i o n  o f  

t h e  N W A  c i t e  o n  t he Y u k o n  R i v e r  3 r i d c e ? "
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T h e  S t a t e  d e c l i n e s  t o  a c c e p t  h u n d r e d s  o f  m i l l i o n  o f  d o l l a r s  o f  N W A  

h i g h w a y  a n d  o t h e r  d a m a g e s  w h i l e  s i m u l t a n e o u s l y  g i v i n g  N W A  h u n d r e d s  o f  

m i l l i o n s  o f  d o l l a r s  o f  c o n c e s s i o n s  f or w h i c h  t h e  S t a t e  a n d  t r a v e l l i n g  

p u b l i c  w o u l d  i n c u r  i n d i r e c t  e x p e n d i t u r e s .  I t  a l s o  d e c l i n e s  to n e e d­

l e s s l y  e n d a n g e r  t h e  c o n t i n u e d ,  t i m e l y  p r o d u c t i o n  o f  c r u d e  o i l  f r o m  

P r u d h o e  E a y .  T h u s ,  t he S t a t e  i n s i s t s  t h a t  d l  h i g h w a y  r e l a t e d  m a t t e r s  

m u s t  b e  r e s o l v e d  s i m u l t a n e o u s l y  in  a  s i n g l e  a g r e e m e n t .  T h e  S t a t e  

D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  is p r e p a r e d ,  as it  

h a s  b e e n  f o r  t h e  p a s t  t w o  y e a r s ,  to d i s c u s s  a n y  o r  a l l  h i g h w a y  m a t t e r s  

w i t h  N W A  w h i c h  w o u l d  l e a d  to a c o m p l e t e ,  a c c e p t a b l e  a g r e e m e n t .

S e p a r a t e L e a s e  f o r  P i p e l i n e  a n d  C c n d itionlr.c p l a n t

T h e  S t a t e  a c c e p t s  t h e  c o n c e p t  o f  s e p a r a t e  R O W  l e a s e s  for t he c a s  c o n ­

d i t i o n i n g  p l a n t  a n d  t h e  p i p e l i n e  a c r o s s  S t a t e  l a n d s ,  w h e n  h i g h w a y  

r e l a t e d  a n d  s o c i o e c o n o m i c  m a t t e r s  a r e  s a t i s f a c t o r i l y  r e s o l v e d  f o r  

i n c l u s i o n  o r  r e f e r e n c e  in  the t w o  E C W  l e a s e s  ar.d w h e n  .TWA h a s  s a t i s f i e d  

c e r t a i n  o t h e r  c o n d i t i o n s  ( d i s c u s s e d  l a t e r ) .

Cr. A p r i l  17, 1 9 3 1 ,  C o m m i s s i o n e r  Le.-.esche w a i v e d  the r e q u i r e m e n t s  f or the 

f i l i n g  o f  a  s e p a r a t e  F o r m  D L 1 C - 1 2 0  ( p u r s u a n t  to 11 A A C  8 0 . CCS) f o r  t h e  

C o n d i t i o n i n g  P l a n t  b e c a u s e  the F l a n t  w a s  t o  b e  i n c l u d e d  a s  a n  a d d  end-cm 

t o  t h e  P i p e l i n e  R i c h t - o f - N a y  L e a s e .  S i n c e  T W A  h a s  r e c e n t l y  d e t e r m i n e d  

t h a t  i t  d e s i r e s  s e p a r a t e  l e a s e s  f cr t h e  p i p e l i n e  a n d  c o n d i t i o n i n g  

p l a n t ,  a F o r m  D L 1 C - 1 3 0  f o r  t he C o n d i t i o n i n g  P l a n t  l e a s e  m u s t  b e  filed.

C e r t a i n l y ,  a c c o r d i n g  t o  t h e  p r e s e n t  p r o j e c t  s c h e d u l e ,  t he t w o  l e a s e s  

c a n  b e  d e v e l o p e d  a n d  c o u l d  g o  t o  t h e  r e q u i r e d  p u b l i c  h e a r i n g s  w e l l  i n  

a d v a n c e  o f  i n i t i a t i o n  o f  c o n s t r u c t i o n  u n l e s s ,  o f  c o u r s e ,  T W A  c o n t i n u e s  

t o  i g n o r e  t h e  S t a t e ' s  i m p o r t a n t  h i g h w a y  a n d  s o c i o e c o n o m i c  c o n c e r n s .

S u b s i s t e n c e

N o t  d i s c u s s e d  i n  y o u r  l e t t e r  o f  F e b r u a r y  16, 1 9 82. is the t o p i c  o f  

s u b s i s t e n c e ,  a d d r e s s e d  in m y  l e t t e r  o f  M a y  14, 1 9 31. T h e  i m p a c t s  o f  t he 

p r o j e c t  o n  v a r i o u s  r u r a l  s u b s i s t e n c e  u s e r s  ( s u b s i s t e n c e  h u n t i n g ,  f i s h i n g ,  

t r a p p i n g ,  e t c . )  m a y  b e  q u i t e  i m p o r t a n t .  In  m y  l e t t e r  I n o t e d  t h a t  T W A  

w o u l d  h a v e  t o  b e  p r e p a r e d  t o  i d e n t i f y  a n d  s e t  f o r t h  t h e  p o t e n t i a l  

s u b s i s t e n c e  i m p a c t s  o f  t he p r o j e c t  ar.d c o m m i t  to a p p r o p r i a t e  i m p a c t  

m i t i g a t i o n  p l a n s .  I s t a t e d  t h a t  s u b s i s t e n c e  u s e  cf  r e s o u r c e s  r e q u i r e s  

t h e  c o n t i n u e d  p r e s e n c e ,  d u r i n g  c o n s t r u c t i o n ,  o f  n o r m a l l y  u s a b l e  r e s o u r c e s  

a n d  t h e  t i m e l y  a c c e s s i b i l i t y  to t h e  r e s o u r c e  f o r  t he u s e r s .  T W A  s t u d i o s , 

to  d a t e ,  a d d r e s s  the p r e s e n t  e x i s t e n c e  o f  s e m e  s u b s i s t e n c e  r e s o u r c e s .

T h i s  ar.d i n f o r m a t i o n  d o c u m e n t i n g  t h e  p r e s e n t  s u b s i s t e n c e  u s e  o f  s u c h  

r e s o u r c e s  m u s t  b e  r e l a t e d  b y  T W A  to  the p r e s e n c e  a n d  a c c e s s i b i l i t y  o f  

t h e  r e s o u r c e s  to s u b s i s t e n c e  u s e r s  d u r i n g  t h e  c o n s t r u c t i o n  p r o c e s s .  If 

t h e  c o n s t r u c t i o n  p r o c e s s  a n d  s c h e d u l i n g  c a n n o t  r e a s o n a b l y  a c c o m m o d a t e  

n o r m a l  s u b s i s t e n c e  r e s o u r c e  h a r v e s t s  in t h e  a r e a ,  p r o p e r  m i t i g a t i o n



. . , ’ E. Kuhn 
* N W A - 8 2 - 0 3 8

: -v:'
7 > iaj c a  S

i J.
w»u.iC ic ,

p r o c e d u r e s  m u s t  b e  s e t  f o r t h  b y  T W A  f o r  r e v i e w  a n d  d i s c u s s i o n  nrr.ona t h e  

p e o p l e  e f f e c t e d  so t h a t  a s u i t a b l e  s e t  o f  m i t i g a t i o n  p r o c e d u r e s ,  w h e r e  

n e c e s s a r y ,  m a y  b e  f i n a l i z e d ,  a p p r o v e d  b y  t h e  S t a t e ,  a n d  i m p l e m e n t e d  b y  

T W A .

A p p l  ic.Veility o f  A S 3 3 . 3 5  t o  T e m c o r a r v  F a ct .t t i e s

l e t t e r s ,T W A  r e q u e s t e d ,  i n  t he J a n u a r y  3, 1 9 32, ar.d t h e  M r :h  29, 1 9  = 2, 

t h a t  t h e  S t a t e  P.C’W l e a s e  (A5 3 8 . 3 5 )  c o v e r  t e m p t r a r y  f a c i l i t i e s .  'Whereas 

I h a d  i n i t i a l l y  h o p e d  t h a t  t e m p o r a r y  f a c i l i t i e s ,  i n c l u d i n g  a c c e s s  r e a d s ,  

c a m p s ,  d i s p o s a l  s i t e s ,  c c u l d . b e  i n c l u d e d  u n d e r  A S  3 8 . 2 5 ,  I h a v e  n o w  

d e t e r m i n e d  t h a t  l e a s e s  i s s u e d  p u r s u a n t  to A S  ; = . 3 3  c a n  c o v e r  o n l y  the 

p e r m a n e n t  p i p e l i n e  f a c i l i t i e s  (for e x a m p l e ,  if t-ima.tar.t a c c e s s  r e a d s  

c a n  b e  i d e n t i f i e d ,  T W A  s h o u l d  s u b m i t  a l i s t  c f  t h e s e  t o  t h e  S t a t e  for 

i n c l u s i o n  u n d e r  A S  33.3 3 )  i n c l u d i n g  t h e  p i p e l i n e .  A l l  r e m a i n i n g  f a c i l i t :  

( t e m . p o r e r y - u s e  a r e a s ,  i n c l u d i n g  d i s p o s a l  sita e )  w i l l  b e  p r o c e s s e d  u n d e r  

A S  3 3 . 0 5 ,  ar.d t h e  p o s s i b i l i t y  o f  i s s u i n g  3 3 . 2 3  p e r m i t s  f o r  p e r i o d  in 

e x c e s s  o f  cr.e v e e r  is b e i n g  e x p l o r e d .  H o w e v e r ,  I h a v e  n o t  r e q u e s t e d  a 

f o r m a l  A t t o r n e y  G e n e r a l s  ( A G ’s) o p i n i o n  o n  t he a p p l i c a b i l i t y  o f  A S  3 S . 3 5  

t o  t e m p o r a r y  f a c i l i t i e s .  S h o u l d  T W A  w i s h  t o  p u r s u e  t h i s  t o p i c  f u r t h e r  

( A G ' s  o p i n i o n )  p l e a s e  i n f o r m  C o m m i s s i o n e r  K a t z .

F u r t h e r  F r o c e s s i n c  c f  t h e  R i c h t - c f - ' W a v  l e a s e

S e v e r a l  d e f i c i e n c i e s  e x i s t  a t  t h i s  t i m e  in t h e  T W A  R i g h t - o f - W a y  

a p p l i c a t i o n .  T h e  d e t a i l s  o f  t he d e f i c i e n c i e s  a r e  d e a l t  w i t h  by  

l e t t e r ,  h o w e v e r ,  a s u m m a r y  c f  t h e  d e f i c i e n c i e s  e r e  as f o l l o w s :

l e a s e

=ener=a. .a.

1)

2)

3)

N o  v a l i d  a p p l i c a t i o n  e x i s t s  f o r  e seta: 

p l a n s  ( p r e v i o u s l y  d i s c u s s e d ,  p a c e  7);

a t e  l e a s e  t o r  t.-.e ccnaicicr.ir.g

W h e n  T W A  f i l e d  i ts p i p e l i n e  R i g h t - o f - W a y  l e a s e  w i t h  t h e  S t a t e  it 

d e f e r r e d  s u b m i s s i o n  o f  s e v e r a l  i t e m s  p e n d i n g  t h e n  o n g o i n g  w o r k  w i t h  

S t a t e  a n d  F e d e r a l  a g e n c i e s  in  t h e  p r e p a r a t i o n  o f  k e y  " 1 . 6 . 1  P l a n s " .

T h e s e  p l a n s  h a v e  s t i l l  n o t  b e e n  c o m p l e t e d ,  ar.d b y  v i r t u e  o f  N W A ' s  . . 

c a n c e l l a t i o n  o f  i t s  p r e - l e a s e ,  r e i m b u r s a b l e  s e r v i c e s  a g r e e m e n t  w i t h  

t h e  S t a t e ,  S t a t e  p a r t i c i p a t i o n  in t h e  p r e  R i g h t - o f - W a y  L e a s e  d e v e l o p m e n t  

o f  t h e  l e a s e  a p p l i c a t i o n  is n o  l o n g e r  p o s s i b l e .  T h u s ,  t h e  N W A ' s  s t a t e m e :  

i n  s e v e r a l  l o c a t i o n s  cf  i t s  l e a s e  a p p l i c a t i o n  j u s t i f y i n g  d e f e r r a l  

i s  n o  l o n g e r  v a l i d .  P r i o r  t o  f u r t h e r  p r o c e s s i n g  o f  t h e  L e a s e ,  n o w  

t h r o u g h  n o r m a l  S t a t e  o p e r a t i o n s , t h e s e  i t e m s  o f  t h e  a p p l i c a t i o n  

m u s t  be p r o p e r l y  c o m p l e t e d  a n d  s u b m i t t e d  f o r  r e v i e w ;  ar.dt
I n  N W A ' s  l e a s e  a p p l i c a t i o n  s e v e r a l  v e r y  s u b j e c t i v e  s t a t e m e n t s  are 

m a d e  in s u p p o r t  o f  N W A ' s  f i n a n c i a l  c a p a b i l i t y  t o  p e r f o r m  t h e  t r a n s­

p o r t a t i o n  p r o p o s e d  i n  i t s  a p p l i c a t i o n .  It  is  a b u n d a n t l y  c l e a r  that 

t h o u g h  t h e  P r e s i d e n t ' s  D e c i s i o n  ar.d a F e d e r a l  R i g h t - o f - W a y  G r a n t  

( a n d  l a t e r ,  t he " w a i v e r  p a c k a g e " )  a r e  n e c e s s a r y  t o  a l l o w  N W A  to 

o b t a i n  f i n a n c i a l  c a p a b i l i t y  to p e r f o r m  t h e  a c t i o n s  o u t l i n e d  ir. the



R i g h t - o f - W a y  L e a s e  a p p l i c a t i o n ,  t h e y  d o  n o t  p r o v i d e  o r  g u a r a n t e e  

s u c h  f i n a n c i a l  c a p a b i l i t i e s .  A l s o ,  a  d e f i n i t i o n  o f  a l l  p e r s o n s  

o w n i n g  o r  p l a n n i n g  to  o w n  a n  i n t e r e s t  i n  t h e  p r o j e c t  h.as n o t  b e e n  

p r o v i d e d  i n  t he a p p l i c a t i o n ,  a s  is r e q u i r e d  b y  s t a t u t e .

B e c a u s e  o f  t h e  c o n t i n u i n g  a b s e n c e  o f  t he i t e m s  m e n t i o n e d  a b o v e ,  a s  

r e q u i r e d  b y  A S  3 S . 3 5 . C 5 0  a n d  11 A A C  S O . 0 0 5 ,  it h a s  n o t  b e e n  p o s s i b l e  for 

t h e  S t a t e  t o  m o v e  to the p r o c e d u r e s  s e t  f o r t h  c n  AS 3 S . 3 3 . C S C ( a )  , (b) , 

a n d  (c) w h i c h  m u s t  c r e c e e d  a d e c i s i o n  o n  t h e  a p p l i c a t i o n  a s  r e c u r r e d  b y  

A S  3 8 . 3 5 . 1 0 0 .

T o  s u m m a r i z e :  a  c o m p l e t e  l e a s e  a p p l i c a t i o n  m u s t  be f i l e d  f o r  t h e  Ccr.ditic

P l a n t ,  a n d  t h e  l e a s e  a p p l i c a t i o n  for t h e  p i p e l i n e  R i c h r - c f - W a y  m u s t  be  

a m e n d e d  to p r o p e r l y  a n d  c o m p l e t e l y  a d d r e s s  t h e  i n f o r m a t i o n  r e q u i r e d  b y  

A S  3 S . 3 5  a n d  1 1  A A C  3 0 . CCS. W h e n  t h e  e x i s t i n g  l e a s e  a p p l i c a t i o n  h a v e  

b e e r  p r o p e r l y  a m e n d e d ,  t h e  l e a s e  a p p l i c a t i o n  p r o c e s s i n g  w i l l  b e  c a r r i e d  

f o r t h  t h r o u g h  t h e  n o r m a l  S t a t e  p r o c e s s i n g  p r o c e d u r e s  f o r  s u c h  a p p l i c a t i o n s  

T h e  m o s t  r e c e n t l y  a n n o u n c e d  p r o j e c t  d e l a y s  c f  t h r e e  y e a r s  s h o u l d  p r o v i d e  

a d e q u a t e  t i m e  f o r  p r o c e s s i n g  t h r o u g h  t h e  n o r m a l  c h a n n e l s  if T W A  p r o v i d e s  

t h e  n e c e s s a r y  i n f o r m a t i o n  to  c o m p l e t e  i t s  l e a s e  c p l i c a t i c n  i n  a t i m e l y  

m a n n e r .  H o w e v e r ,  if  N W A  c o n t i n u e s  to i g n o r e  i m p  r t a n t  a s p e c t s  o f  i ts 

R i g h t - o f - W a y  l e a s e  a p p l i c a t i o n ,  i t  w i l l  c r e a t e  a d d i t i o n a l  d e l a y s  w h i c h ,  

c e r t a i n l y ,  t h e  S t a t e  w i l l  h a v e  n o  c o n t r o l  o v e r .  T W A  s h o u l d  b e  a d v i s e d  

t h a t  t h e  r e v i e w  o f  t h e  s i g n i f i c a n t  a m o u n t  o f  s t i l l  o u t s t a n d i n g  i n f o r m a t i o n  

f o r  t h e  l e a s e  a p p l i c a t i o n  w i l l  r e q u i r e  s e v e r a l  m o n t h s  p r i o r  t o  p r o c e e d i n g  

w i t h  t h e  r e q u i r e m e n t s  o f  A S  3 8 . 3 5 . C S O  a n d  A S  3 8 . 3 5 . 1 0 0 .  P u b l i c  h e a r i n g s  

a l s o  r e q u i r e  l e a d  time. T h u s ,  p r o c e s s i n g  o f  a p r o p e r l y  a m m e n d e d  R i g h t -  

o f - W a y  L e a s e  a p p l i c a t i o n  w i l l  n o t  b e  a n  i n s t a n t a n e o u s  m a t t e r .  I t  is 

t h u s ,  e x t r e m e l y  i m p o r t a n t  t h a t  t h e  n u m e r o u s  r e m a i n i n g  d e f i c i e n c i e s  in 

t h e  l e a s e  a p p l i c a t i o n ,  w h i c h  I h a v e  s u m m a r i z e d  a b o v e  a n d  i t e m i z e  b y  

s e p a r a t e  l e t t e r ,  b e  p r o p e r l y  a d d r e s s e d  a c c o r d i n g  t o  a r e a l i s t i c  t i m e  

s c h e d u l e  if T W A  is  n o t  to c r e a t e  a d d i t i o n a l ,  f u t u r e  d e l a y s  i n  t h e  

i s s u a n c e  o f  t h e  a p p r o p r i a t e  l e a s e s .

S i n c e r e l y ,  - -

P . P L & P P
C h a r l e s  E. B e h l k e

S t a t e  P i p e l i n e  C o o r d i n a t o r

O f f i c e  o f  th e  P i p e l i n e  C o o r d i n a t o r

C E B / c e  1

c c :  J o h n  K a t z ,  C o m m i s s i o n e r ,  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s ,  J u n e a u

W i l s o n  C o n d o n ,  A t t o r n e y  G e n e r a l ,  D e p a r t m e n t  o f  L a w ,  J u n e a u  

J o h n  R h e t t ,  F e d e r a l  I n s p e c t o r ,  O f f i c e  o f  t h e  F e d e r a l  I n s p e c t o r ,  

W a s h i n g t o n ,  D. C.

R o b e r t  L o e f f l e r ,  C o u n s e l o r ,  M o r r i s o n  a n d  F o e r s t e r ,  W a s h i n g t o n ,  D. C.



TH E  P R E C ED IN G  D O C U M E N T (S ) MAY NOT F IL M  

L E G IB L Y  B EC AUSE  OF POOR Q U A L IT Y  O F TH E  

O R IG IN A L .



■Are the Japanese and South Komaiis finally getting ready to buy Alaskan natural gas?

Gas for 'the of
By Lawrence H ina rd

Jr niE Jacanekr, Koreans and Tai­
wanese are serious ahnut reducing 
their trade surpluses—$81 billion, 
combined, last year—against the U.S., 
there is a U.S. product to which they 

could quickly commit: Alaskan nacu- 
' ral gas. So much natural gas comes u; 
with the crude oil on the North Slope 
that the Prudhoe Bay field's owner- 
operators, Standard Oil and Arco, arc 
reinfecting the gas at the rate of 2.6 
billion cubic feet a day (bef/d).

Over the years, several schemes 
have been advanced to create a mar­
ket for the gas. One was the Alaska 
Natural Gas Transporta­
tion System (Angts| pro­
posal, which was ap­
proved by the U.S. and Ca­
nadian governments in 
1977. Under it, a 4 ,790- 
mile pipeline would have 
been built from the North 
Slope through Canada,' 
piping the. gas into mid- 
western and California 
markets (see map). Project­
ed cost in 1980: about $40 
billion, which reflected 
inflation and interest 
rates at the lime.

The Angts proposal re­
mains the only federally 
approved gas pipeline 
project. But falling energy 
prices have postponed the 
project, perhaps indefi­
nitely: five of the original 
ten mtmbcrs of the con­
sortium1 backing Angts 
have dropped out. Says a 
leading North Slope oil 
executive bluntly: "Angts 
i dead."

What may have more

life in It is a fivc-ycar-old competing 
proposal by Anchorage's Yukon Pacif­
ic Corp. to ship liquefied natural gas 
across the Pacific. Yukon Pacific has 
substantial backers, including CSX 
Corp., with a onc-third interest) for­
mer Alaska Governor Walter J. I l lckc l 
and other Investors, with another 
one-third) and Supra Corp., one-third. 
Supra's owners Include former Arco 
Chairman Robert O. Anderson and 
shipping magnate Daniel K. Ludwig.

Yukon Pacific's proposed Trans- 
Alaska Gas System (Tags| would run a 
pipeline along most of the existing 
Trans-Alaska nil pipeline's right-of- 
way 800 miles south to Valdez. There

Either way, a long way
P/vdhne | 

Riy Whether Alaskan gas goes 
to Asia or the lower 48 
states, the delivery cost will .. 
be huge. The winner will be 
the distributor that first 
signs up not only cu. tomerB • 
but many billions of dollars 
in financing as well.

$«i 1 f im c lx n  
J_________ L

».»>_ bas V.UUIU tie Jiqucued and 
shipped to Asia.

‘ In Ills modest Anchorage offices, 
Yukon Pacific Chief Executive How­
ard Griffith says he would like tomai > 
kct all 14 million metric tons of lique­
fied natural gu$ h year (the equivalent 
of around 2 billion cubic feet dally) of 
North Slope gas available. But Tags, 
he adds, could he viable on half that 
volume.

japan Is the most obvious prospect. 
It currently consumes around 28 m il­
lion metric tons of gas annually, most 
of it imported from Indonesia and Bru­
nei. Projecting energy needs is notori­
ously difficult. But according to the 
Japan Cutt Association's latest fore­
cast, Japanese gas consumption will 
liae to over 42 million metric tons 
annually by the year 2000. Yet con­
tracts and commitments have been 
signed for up to 35 million metric 
tons. Yukon Facific wants to supply 
the additional 7 million or 8 million 
metric tons.

But su large is Tags' scale, says Yu­
kon Pacific Treasurer Mead Tread­
well, that "it's too big for any one 
country to take on." For Tags co work 
well, Korea would have to sign on for 
around 6 million metric tons a year. 
Or Taiwan would have to.

Why have the Asians so far failed to 
cummit to Alaskan gas! Price, main­
ly. In 1982 the estimated cost of Tags' 
pipeline, compressor stations and 15 
LNG tankers was $14 billion (some 
$27 billion, factoring in inflation and 

tnkOvMK prevailing ineiest rates). 
That put Alaskan gas at a 
steep disadvantage
against gas from Indonesia 
and Brunei. Alaskan gas is 
still at a disadvantage, but 
somewhat less so. Falling 
inflation and Interest 
rates, and improved 
knowledge of arctic and 
subarctic construction 
gleaned from the North 
Slope's 1974-84 building 
boom, have 9harpiy re­
duced all North Slope 
construction cost projec­
tions. Says Treadwell: 
"Once we applied a lot of 
study tu that $14 billion 
number, we came up with 
less than $10 billion, at 
least 10% less."

Treadwell expects the 
U.S.-Japan Energy Work­
ing Group, created hy 
President Reagan in 1983 
to promote U.S. energy 
exports to Japan, will con­
clude this year that Tags 
is viable. He predicts theTo C h iM iu  i

FORBES, M A R C H  2J , 198?



japnnesc will sign letters of Intent to 
*1>uy Alaskan gas early next year, with 
deliveries beginning in 1995 or 1996. 
Treadwell also notes that the Com ­
merce and State departments have 
forcefully raised the gas issue In trade 
talks with the Japanese und K h ic h i is ,  
"Support like ihnt," says Treadwell, 
"doesn't go unnoticed over there."

If Yukon Pacific can sell gas to the 
Asians and arrange Tags' financing, it

will still face a fight from Its primary 
competitor, the Alaska Natural Gas 
Tiaiih|iortation System. Late last 
month, lawyeis for Angts Insisted to 
the Fedcinl Encigy Regulatory Com­
mission that Angts has exclusive 
right to maiket existing North Slope 
gas tesetves, Implying that Yukon Pa­
cific has nothing to sell. On Yukon 
Pacific's side In this debate is the state 
of Alaska. It doesn't care who trades

In Its gas, ao long as someone does.
Standard Oil President Frank Mo> 6ier would also like to sell his l ’ rttd- 

hoe hay gas. Moslcr doubts that either 
Angts or Tags will move ahead until 
oil gets baek over $25 a barrel. Dut he 
says: "if someone rm  make Tags 
Work, we stand ready to make our gas 
availahle. We'd feel blessed if some­
thing happened to allow us to market 
our Noitlt Slope gas." ■

-
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H O U S E  C O M M IT T E E  R E P O R T

D a te  r e f e r r e d :  2 / 1 1 / 3 7 FURTHER  R E F E R R A L S : R e s o u rc e s

D A T E : M a r c h  1 3 .  1 9 8 7

T h e  T r a n s p o r t a t i o n ___________________ C o m m i t t e e  h a s  c o n s i d e r e d  HB 1 1 8 __________
"A n  A c t  r e l a t i n g  t o  d e c i s i o n s  o n  r i g h t - o f - w a y  l e a s e  a p p l i c a t i o n s . "

RECOMMENDS:

[ ] r e p l a c e  w i t h  _____________
[ ] a t t a c h e d  a m e n d m e n t ( s )

ADOPTS:

C x

C 3

d o  p a s s  
d o  n o t  p a s s  
n o  r e c o m m e n d a t i o n  
i n d i v i d u a l  r e c o m m e n d a t i o n s  
a d d i t i o n a l  r e f e r r a l  t o  t h e

l e t t e r  o f  i n t e n t

[ ] t h e  s a m e  t i t l e  
[ ] a  n ew  t i t l e

C o m m i t t e e

ATTACHES NEW F I S C A L  N O T E ( s ) : 
[ ] f i s c a l  i m p a c t
[ X ]  z e r o  f i s c a l  n o t e
[ ] z e r o  w i t h  a n a l y s i s

[ ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e
p u b l i s h e d

[ ] s a m e  a s  p r e v i o u s  z e r o  f i s c a l
n o t e  p u b l i s h e d  _____________________

SIGNING OTHER RECOMMENDATIONS:

/

■ A M

C h a i r m a n ' s  s i g n a t u r e
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C O M M IT T E E :
H o u s e  T r a n s p o r t a i t o n

D A TE :  F e b r u a r y  2 5 ,  1 9 8 7

Official BuaineM S IG N - I N

Subject of meeting:
HB 1 1 8  "A n  A c t  r e l a t i n g  t o  d e c i s i o n s  

o n  r i g h t - o f - w a y  l e a s e  a p p l i c a ­
t i o n s  . "
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C O M M IT T E E :

H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e

D A TE :  F e b r u a r y  2 7 ,  1 9 8 7

Official Buainwa S IG N - I N

Subject of meeting:
"A n  A c t  r e l a t i n g  t o  m o t o r c y c l e  
l i c e n s e  p l a t e s . "
" A n  A c t  r e l a t i n g  t o  b o a t  n u m b e r i n g ,  
a c c i d e n t s ,  a n d  s a f e t y ;  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e .

HB 1 1 8 :  " A n  A c t  r e l a t i n g  t o  d e c i s i o n s  o n  
r i g h t - o f - w a y  l e a s e  a p p l i c a t i o n s . "

HB 7 4 :

HB 9 4 :  "
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Subject of meetingC O M M IT T E E

An A c t  r e l a t i n g  t o  d e c i s i o n s  o n  
r i g h t - o f - w a y  l e a s e  a p p l i c a t i o n s

H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e

M a r c h  1 3 ,  1 9 8 7

Official Buaineea
DO YOU WANT TO TESTIFY?N A M E  P L E A S E  ^  A D D R E S S  P L E A SE  USE  COMPLETE ADDRS £ j& O N E  R E P R E S E N T I N G
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