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COMPARISON OF AKGTS fl??3 T A S S  HATURftL GAS T R AN SP OR TA TI ON  PIPELINES

DNR/DLtfM 

March 1, 1909

COStPARISOM ATJGTS TAGS

nat gas d estination 

transportation c et h od  

transportation r ou te  in Alaska

major project co mp onents 

pipeline length

quantity o f  gas /d ay  t ran sp or te d 

estinated cost t o  construct 

projected reve nue  to t h e  state 

jobs created

project status o n  st at e land 

project status o n  federal land

d om estic use to lower <18 states

interstate gas pipeline

Prudhoe Bay to Alaska-Canada 

border

48 inch chilled, buried pipeline 

15 compressor stations 

g a s  conditioning facility

745 nfles (Alaska segment)

2. 4 billion cubic feet/day

$11.5 billion

not available

not available

Rtf Lease ap plication pending 

Rtf Grant issued

export to Pacific R i m  countries

intrastate gas pipeline +  LNG t ank er  transport

Prudhoe Bay to An derson Bay in Port Valdez

36 inch chilled, buried pipeline 
10 compressor stations 

LtfG Plant +  marine terminal

797 miles

2.3 billion cubic feet/day 

$8 billion

$477 million over the life of t he project

10,000 peak, 6,000 average during construction

Conditional Rll Lease issued 

RW Grant issued
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D eveloped N orth  S lope Oil and Gas F ields
{ A s  o f  O c t o b o r  1 9 0 0 }

Field Name D iscovery
Date

Estim ated Original 
R ecoverab le  Reserves

Remaining
Reserves

Prudhoe Bay 1 2 /6 7 2 5 .0 0 0  BCF
1 0 .0 0 0  MMBO

2 3 ,0 0 0  BCF 
4 7 0 0  MMBO

Kuparuk River 4 /6 9 6 4 0  BCF 
1 3 4 0  MMBO

5 7 0  BCF 
8 4 5  MMBO

Prudhoe Bay 
(Lisburne Pool)

1 2 /6 7 9 0 0  BCF 
1 9 0  MMBO

8 9 0  BCF 
1 5 0  MMBO

Milna Point 1 0 /6 9 6 0  MMBO 5 5  MMBO

Endicott 3 /7 8 8 0 0  BCF
3 7 5  MMBO

7 9 0  BCF 
3 3 0  MMBO

S. Barrow 4 /4 9 2 5 .2  BCF 8 BCF

E. Barrow 5 /7 4 12 .4  BCF S BCF

T ota ls
2 7 ,4 0 0  BCF 

1 2 ,8 0 0  MMBO
2 5 ,2 6 7  BCF 
6 0 8 0  MMBO

BCF -  Billion Cubic Feet o f Gas dosg rov. 1 1 /as
MMBO “  Million Barrels »>? Oir
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Undeveloped North Slope 01! and Gas Discoveries
(As of O ctober 1988)

Name

Umlat 

Gubik 

E. Umiat 

West Sak 

Kavlk 

Kemik

Flaxman Island 

Pt. Thomson

Mlkkelson 

Gwydyr Bay 

Tern Island 

Seal island 

Colville Delta 

Hammerhead 

Sandpiper Island 

Nia&uk Discovery

Discovery
Date

12/46

3/51

3/63

4/69

11/69

6/72

9/75

10/77

1978

1981

5/83

1/84

1985 

2 / 8 6

1986 

4/85

BCF -  Billion Cubic Feet of Gas 
MMBO -  Million Barrels of Oil

Totals

Estimated Recoverable 
Reserves '

50 MMBO 

600 BCF 

?

0 -  3000 MMBO 

?

?

?  •

5000 BCF 
300 MMBO

?

< 1 0  MMBO 

?

150 MMBO 

7 

?

7

60 MMBO

1060 MMBO 
5600 BCF

D O & G  R O V .  1 1 / 8 8

Figure 5



D r a f t  3 / 8 / 8 9

O R A L  R E M A R K S  O F  

C U B A  W A D L I N G T O N  J R . ,  V I C E  P R E S I D E N T  F O R  R E G U L A T O R Y  A F F A I R S  

N O R T H W E S T  A L A S K A N  P I P E L I N E  C O M P A N Y

A L A S K A  S T A T E  L E G I S L A T U R E ,

S E N A T E  S P E C I A L  C O M M I T T E E  O N  O I L  & G A S  

A N D  S E N A T E  R E S O U R C E S  C O M M I T T E E  

M A R C H  1 0 ,  1 9 8 9

I a m  C u b a  W a d l i n g t o n  J r ., V i c e  P r e s i d e n t  f o r  R e g u l a t o r y  

A f f a i r s , N o r t h w e s t  A l a s k a n  P i p e l i n e  C o m p a n y , t h e  a g e n t  a n d  

o p e r a t i n g  p a r t n e r  f o r  A l a s k a n  N o r t h w e s t  N a t u r a l  G a s  

T r a n s p o r t a t i o n  C o m p a n y , t h e  s p o n s o r s  o f  t h e  A l a s k a n  s e g m e n t  o f  

t h e  A l a s k a  N a t u r a l  G a s  T r a n s p o r t a t i o n  S y s t e m . A c c o m p a n y i n g  m e  i s  

o u r  G e n e r a l  C o u n s e l , W i l l i a m  J. M o s e s .

M a d a m  C h a i r m a n , t h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  b e  h e r e  

t o d a y  t o  g i v e  a n  u p d a t e  o n  t h e  A - N - G - T - S  p r o j e c t . V e r n o n  J o n e s , 

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

a p p e a r e d  h e r e  b e f o r e  t h e  J o i n t  C o m m i t t e e  o n  O i l  a n d  G a s  i n  M a r c h  

1 9 8 4 .  C o n d i t i o n s  h a v e  c h a n g e d  i n  s e v e r a l  s i g n i f i c a n t  w a y s  o v e r

T H E  P A S T  F I V E  Y E A R S .  I ' L L  E X P L A I N  W H Y  W E  N O W  H A V E  A  S T R O N G L Y  

S T R E N G T H E N E D  C O N V I C T I O N  T H A T  T H E  P R U D H O E  B A Y  G A S  IS N E E D E D  

D O M E S T I C A L L Y  B Y  T H E  U N I T E D  S T A T E S .  A N D  I ' L L  E X P L A I N  W H Y  W E  H A V E  

R E N E W E D  O P T I M I S M  T H A T  T I M E  IS B R I N G I N G  U S  C L O S E R  T O  P R O J E C T  

R E M O B I L I Z A T I O N .

O n  J a n u a r y  2 4 t h  o f  t h i s  y e a r , w e  a p p e a r e d  i n  A n c h o r a g e

B E F O R E  A  P U B L I C  C O N F E R E N C E  H E L D  B Y  T H E  E C O N O M I C  R E G U L A T O R Y



A d m i n i s t r a t i o n  o f  t h e  U . S .  D e p a r t m e n t  o f  E n e r g y . O u r  p r e p a r e d

S T A T E M E N T S  A T  T H A T  C O N F E R E N C E  P R O V I D E  A N  U P - T O - D A T E  E L A B O R A T I O N  

O F  O U R  O U T L O O K  F O R  T H E  A N G T S  P R O J E C T .  T H E Y  A R E  B Y  V E R N O N  J O N E S ,  

M Y S E L F /  A N D  B Y  M r . J A M E S  J E N S E N  W H O  IS A  R E C O G N I Z E D  A U T H O R I T Y  ON 

O I L  A N D  G A S  E C O N O M I C S  A N D  D E V E L O P M E N T .  I n  A D D I T I O N /  W E  L A T E R  

F I L E D  S U P P L E M E N T A L  C O M M E N T S  W I T H  T H E  E C O N O M I C  R E G U L A T O R Y

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

I N F O R M A T I O N .

W i t h  y o u r  c o n c u r r e n c e , I W O U L D  l i k e  t o  p l a c e  t h e s e  f o u r  

d o c u m e n t s  i n  t h e  r e c o r d  a n d  t h e n  m a k e  a  b r i e f  o r a l  s t a t e m e n t . I

H A V E  E X T R A  C O P I E S  W I T H  M E  F O R  C O M M I T T E E  M E M B E R S  A N D  S T A F F S .

T h e  U . S .  s p o n s o r s  o f  t h e  A l a s k a n  s e g m e n t  o f  A N G T S  h a v e

I N V E S T E D  A B O U T  $ 1 . 5  B I L L I O N  J U S T  O N  T H E  A L A S K A N  S E G M E N T  O F  T HE 

S Y S T E M ,  T h i s  i n v e s t m e n t  i s  i n  D E S I G N ,  p r e l i m i n a r y  e n g i n e e r i n g ,

S A T I S F Y I N G  G O V E R N M E N T  R E Q U I R E M E N T S ,  A N D  C O N S T R U C T I O N  P L A N N I N G ,  

W e M A D E  T H I S  E X P E N D I T U R E  IN G O O D  F A I T H ,  B A S E D  O N  a  F R A M E W O R K  OF 

F E D E R A L  L A W .  T H I S  I N C L U D E D  E X P L I C I T  C O M M I T M E N T S  T O  A N  O V E R L A N D  

T R A N S P O R T A T I O N  S Y S T E M  T O  B R I N G  T H E  2 6  T R I L L I O N  C U B I C  F E E T  OF

p r o v e d  P r u d h o e  B a y  g a s  r e s e r v e s  t o  t h e  l o w e r  4 8  S t a t e s ,

W e  R E M A I N  D E D I C A T E D  T O  C O M P L E T I N G  T H I S  P R O J E C T  A T  T HE 

E A R L I E S T  F E A S I B L E  D A T E  W H E N  T H E  G A S  C A N  B E  S O L D  W I T H O U T  

G O V E R N M E N T  S U B S I D Y ,  A T  M A R K E T  C L E A R I N G - P R I C E S .  T H A T  D A T E  IS 

A P P R O A C H I N G  M U C H  F A S T E R  T H A N  IS G E N E R A L L Y  R E A L I Z E D ,

T h e  f i r s t  k e y  i s s u e  t h a t  I ' l l  d i s c u s s  i s  " n e e d /  I s  t h e r e  a

D O M E S T I C  R E Q U I R E M E N T  F O R  T H E  G A S  D U R I N G  T H E  P E R I O D  S T A R T I N G  A B O U T

1 9 9 6 ?

-  2 -
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O u r  c o n c e p t  o f  d o m e s t i c  " n e e d " f o r  t h e  A l a s k a n  g a s  i s  b a s e d

O N  A N  E C O N O M I C  T E S T ,  I f T H E  G A S  IS R E A S O N A B L Y  E X P E C T E D  T O  BE 

S A L E A B L E  O N  A F R E E “M A R K E T  B A S I S  IN T H E  L O W E R - 4 8  S T A T E S /  W I T H O U T  

G O V E R N M E N T  S U B S I D Y /  T H E N  IT M E E T S  T H I S  P R I M A  F A C I E  T E S T .  B y  

D E F I N I T I O N ,  IF C O M P E T IT I V E L Y “P R I C E D  A L A S K A N  G A S  IS JiQX A V A I L A B L E /  

D E M A N D  F O R  T H A T  E N E R G Y  C O U L D  B E  M E T  O N L Y  IF A M E R I C A N  C O N S U M E R S  

M A K E  U S E  O F  H I G H E R  P R I C E D  A N D / O R  L E S S  D E S I R A B L E  A L T E R N A T I V E S ,

T h e  C U R R E N T L Y  P R O V E D  P R U D H O E  B A Y  G A S  R E S E R V E S /  D E L I V E R E D  T O

T H E  L O W E R - 4 8  S T A T E S  B Y  A P I P E L I N E  S Y S T E M /  C A N  M E E T  T H I S  F R E E -  

M A R K E T  T E S T  B A S E D  O N  S I X  K E Y  C O N S I D E R A T I O N S !

— F i r s t : T h e  C o s t  o f  t h e  A N G T S .  T h e  r e c e n t l y  r e v i s e d  c o s t

E S T I M A T E  F O R  T H E  R E M A I N I N G  E L E M E N T S  O F  T H E  A N G T S  W I L L  M A K E  T H E  

D E L I V E R E D  G A S  P R I C E  H I G H L Y  C O M P E T I T I V E  D O M E S T I C A L L Y  IN T H E  Y E A R S  

A H E A D .  I W I L L  E L A B O R A T E  O N  T H I S  L A T E R .

— T h e  S e c o n d  b a s i s  f o r  d o m e s t i c  n e e d  i s  a  v a r i e t y  o f

I n d e p e n d e n t  S u p p l y / D e m a n d  f o r e c a s t s . R e a s o n a b l e  p r o j e c t i o n s  o f  a

D O M E S T I C  " n e e d " F O R  T H E  A L A S K A N  G A S  D U R I N G  T H E  Y E A R S  A H E A D  H A V E  

B E E N  M A D E  B Y  A N U M B E R  O F  I N D E P E N D E N T /  R E S P E C T E D  A N A L Y T I C A L

O R G A N I Z A T I O N S  S U C H  A S  T H E  G A S  R E S E A R C H  I N S T I T U T E ,

A  N E W /  V E R Y  R E C E N T  S T U D Y  IS A T T A C H E D  T O  T H E  P R E P A R E D  

S T A T E M E N T  O F  V E R N O N  T, J O N E S /  W H I C H  H A S  B E E N  P L A C E D  IN Y O U R  

R E C O R D ,  I T  L E N D S  A D D I T I O N A L  W E I G H T  T O  O U R  P O S I T I O N ,  T H E  S T U D Y  

W A S  P R E P A R E D  B Y  T H E  W A S H I N G T O N  P O L I C Y  A N D  A N A L Y S I S  C O N S U L T I N G  

G R O U P  U N D E R .  T H E  D I R E C T I O N  O F  A F O R M E R  D E P U T Y  S E C R E T A R Y  O F  E N E R G Y .

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

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

t h e  l o w e r - 4 8  s t a t e s  b y  t h e  y e a r  2 0 1 0  a t  t h e  v e r y  l a t e s t .
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— T h e  T h i r d  b a s i s  f o r  d o m e s t i c  n e e d  i s  U . S .  N a t i o n a l  E n e r g y  

S e c u r i t y . D o m e s t i c  d e m a n d  f o r  n a t u r a l  g a s  i s  a l m o s t  c e r t a i n  t o

G R O W  B E Y O N D  C U R R E N T  F O R E C A S T S  D U E  T O  T H E  R A P I D L Y  I N C R E A S I N G  U . S .  

D E P E N D E N C E  O N  F O R E I G N  O I L /  N O W  O V E R  4 0 %  A N D  E X P E C T E D  T O  B E  A B O U T

7 0 %  b y  2 0 1 0 .  L e t  m e  r e p e a t  t h a t : 7 0 %  d e p e n d e n t  u p o n  f o r e i g n  o i l

I M P O R T S  B Y  T H E  Y E A R  2 0 1 0 !  T H A T  IS A N  A L A R M I N G  F I G U R E /  A N D  IT 

S H O U L D  B E  O F  C O N C E R N  T O  A L L  A M E R I C A N S .  O U R  N A T I O N  O B V I O U S L Y  W I L L  

B E C O M E  D A N G E R O U S L Y  V U L N E R A B L E  T O  O I L  S U P P L Y  D I S R U P T I O N S  A N D / O R

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

P R E D I C T A B L Y  W I L L  B E C O M E  A P U B L I C  P O L I C Y  I M P E R A T I V E  A S  A N  

I M P O R T A N T  M E A N S  T O  L I M I T  T H I S  V U L N E R A B I L I T Y ,  T H E  W A S H I N G T O N

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

N A T U R A L  G A S  C A N  R E S U L T  IN A  2  M I L L I O N  B A R R E L  P E R  D A Y  R E D U C T I O N  IN 

D E M A N D  F O R  I M P O R T E D  O I L ,  T H E  R E P O R T  I N D I C A T E S  T H A T  A L A S K A N  

P I P E L I N E  G A S  IS N E E D E D  T O  M A K E  T H I S  P O S S I B L E .  T H E  A N G T S /  A T  F U L L  

C A P A C I T Y /  W I L L  P R O V I D E  T H E  E N E R G Y  E Q U I V A L E N T  O F  3 0  P E R C E N T  O F  

T H I S  T O T A L — 6 0 0 / 0 0 0  B A R R E L S  O F  O I L  P E R  D A Y ,  T H A T ' S  A N  I M P R E S S I V E  

C O N T R I B U T I O N  T O  U . S .  E N E R G Y  S E C U R I T Y  B Y  A N Y  M E A S U R E ,

P r e s i d e n t  B u s h / i n  a d d r e s s i n g  w a y s  t o  e n h a n c e  U . S .  n a t i o n a l

S E C U R I T Y  L A S T  Y E A R /  D E C L A R E D :  Q U O T E .  T H E R E ' S  N O  S E C U R I T Y  F O R

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

A L T E R N A T I V E S  L I K E  N A T U R A L  G A S .  U N Q U O T E ,

— T h e  F o u r t h  b a s i s  f o r  d o m e s t i c  n e e d  i s  E n v i r o n m e n t a l  

R e q u i r e m e n t s , C o n c e r n  i s  g r o w i n g  a b o u t  a c i d  r a i n , g r o u n d - l e v e l

O Z O N E /  C A R B O N  M O N O X I D E /  A T M O S P H E R I C  P A R T I C U L A T E S /  A N D  T H E  S O -

C A L L E D  g r e e n h o u s e  e f f e c t . I n c r e a s e d  u s e  o f  n a t u r a l  g a s  c l e a r l y

C A N  I M P R O V E  T H E  S I T U A T I O N ,  M O R E  S T R I N G E N T  S T A N D A R D S  A P P E A R



I N E V I T A B L E  A N D  W I L L  R E S U L T  IN I N C R E A S E D  D E M A N D  F O R  N A T U R A L  G A S ,

T h e  W a s h i n g t o n  P o l i c y  a n d  A n a l y s i s  s t u d y  t h a t  I ' v e  m e n t i o n e d

C O N C L U D E S , A N D  I Q U O T E :  A  M A J O R  F O R C E  D R I V I N G  T H E  I N T R O D U C T I O N

O F  M O R E  N A T U R A L  G A S  I N T O  T H E  U . S .  E C O N O M Y  IN T H E  F U T U R E  C O U L D  BE

A N  E F F O R T  T O  M E E T  E N V I R O N M E N T A L  S T A N D A R D S  IN T H E  M O S T  C O S T -

C O N S C I O U S  m a n n e r , U n q u o t e ,

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

R E P O R T  B Y  T H E  N A T I O N A L  A C A D E M Y  O F  S C I E N C E S ,  T H E  N A T I O N A L  A C A D E M Y

o f  E n g i n e e r i n g  a n d  t h e  I n s t i t u t e  o f  M e d i c i n e , t o  P r e s i d e n t  

B u s h , A n d  I q u o t e :

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

W I T H O U T  I M P E D I N G  E C O N O M I C  G R O W T H ,  F O R  E X A M P L E ,  B Y  U S I N G

F O S S I L  F U E L S  W I T H  G R E A T E R  E F F I C I E N C Y ,  A S  W E L L  A S  I N C E N T I V E S  

A N D  O T H E R  M E A N S  T O  I N C R E A S E  U S E  OF.. T H E  . / C L E A N E S T 7 F O S S I L

F U E L S  S U C H  A S  N A T U R A L  G A S . U N Q U O T E .

— T h e  F i f t h  b a s i s  o f  d o m e s t i c  . n e e d  i s  t h a t  I m p o r t s  o f

N a t u r a l  G a s  W i l l  N o t  B e E n o u g h  t o  s a t i s f y  d o m e s t i c

r e q u i r e m e n t s , I t  i s  u n r e a l i s t i c  t o  a s s u m e  t h a t  U . S .  i m p o r t s  o f

g a s  f r o m  C a n a d a , M e x i c o , o r  o f  L N G  c a n  b e  o b t a i n e d  e s s e n t i a l l y

W I T H O U T  L I M I T A T I O N ,  I N D E F I N I T E L Y  M  A T  M O R E  A T T R A C T I V E  P R I C E S

t h a n  A l a s k a n  p i p e l i n e  g a s , C r e d i b l e  f o r e c a s t s  w h i c h  t a k e  b o t h

P R I C E  A N D  A V A I L A B I L I T Y  I N T O  C O N S I D E R A T I O N  C A L L  F O R  G A S  F R O M  A N

A l a s k a n  p i p e l i n e  i n  a d d i t i o n  t o  s u b s t a n t i a l l y  i n c r e a s e d  L N G  

i m p o r t s  a n d  C a n a d i a n  G a s ,

T h e  C a n a d i a n  N a t i o n a l  E n e r g y  B o a r d  re c e n t l y  r e l e a s e d  a

R E V I S E D  E N E R G Y  S U P P L Y  A N D  D E M A N D  F O R E C A S T ,  I t  S H O W S  C L E A R L Y  

T H E R E  W I L L  H A V E  T O  B E  I N C R E A S I N G  R E L I A N C E  IN C A N A D A  U P O N  G A S  F R O M



" f r o n t i e r " a r e a s  s t a r t i n g  i n  t h e  l a t e  1 9 9 0 ' s . A b o u t  1 . 2  b i l l i o n

C U B I C  F E E T  O F  G A S  P E R  D A Y  F R O M  T H E  M A C K E N Z I E  D E L T A  A N D  A R C T I C

I s l a n d s , w h i c h  w i l l  h a v e  m a n y  o f  t h e  s a m e  e c o n o m i c  c o s t s  t h a t  t h e

B U I L D E R S  O F  T H E  A N G T S  F A C E  IN C O N S T R U C T I N G  A P I P E L I N E  F R O M  T H E

N o r t h  S l o p e , w i l l  p r o b a b l y  s t a r t  f l o w i n g  b e f o r e  t h e  y e a r  2 0 0 0 ,  

S u b s t a n t i a l  M e x i c a n  i m p o r t s , h o w e v e r , d o  n o t  a p p e a r  

l i k e l y , M e x i c a n  G o v e r n m e n t  p o l i c y  i s  t o  m a x i m i z e  t h e  u s e  o f  

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

R e g a r d i n g  L N G  i m p o r t s , w h e n  t h e  l i m i t e d  u n u s e d  c a p a c i t y  i n

E X I S T I N G  D O M E S T I C  T E R M I N A L S  IS U S E D  U P ,  A N Y  A D D I T I O N A L  C A P A C I T Y  

C A N  T H E N  O N L Y  B E  O B T A I N E D  B Y  A C O S T L Y ,  C O N T R O V E R S I A L  A N D  

P R O T R A C T E D  P R O C E S S  O F  S I T I N G  A N D  E N V I R O N M E N T A L  A P P R O V A L S  O F  M A J O R  

N E W  T E R M I N A L S ,

IT S E E M S  C L E A R ,  T H E R E F O R E ,  T H A T  T H E  U . S .  G A S  M A R K E T  W I L L  B E  

S E R V E D  B Y  A V A R I E T Y  O F  S O U R C E S ,  E A C H  W I T H  I T S  L I M I T A T I O N S ,  I n  

S U C H  A N  E N V I R O N M E N T ,  T H E  O V E R L A N D  D E L I V E R Y  O F  T H E  P R U D H O E  B A Y  

R E S E R V E S  S H O U L D  B E  H I G H L Y  C O M P E T I T I V E ,  A G A I N ,  E A C H  O F  T H E S E  

S O U R C E S  W I L L  B E  N E E D E D  T O  M E E T  D O M E S T I C  D E M A N D ,

— T h e  S i x t h  a n d  f i n a l  b a s i s  f o r  d o m e s t i c  n e e d  i s  a  p r o j e c t e d

E L E C T R I C  P O W E R  G E N E R A T I O N  S H O R T F A L L  IN T H E  U N I T E D  S T A T E S ,  T H I S  

H A S  M A J O R  I M P L I C A T I O N S  F O R  D O M E S T I C  G A S  D E M A N D ,  T H E R E  IS A V E R Y  

S E R I O U S  P O T E N T I A L  S H O R T F A L L  O F  E L E C T R I C  P O W E R  G E N E R A T I O N  

C A P A B I L I T Y  IN T H E  U . S .  IN T H E  N E X T  T E N  Y E A R S  A N D  O N  I N T O  T H E  N E X T

c e n t u r y , N a t u r a l  g a s  t u r b i n e s  c a n  b e  c o n s t r u c t e d  q u i c k l y  a n d  a t

F A R  L E S S  C O S T  T H A N  A N Y  T Y P E  O F  S T E A M “G E N E R A T I O N  P L A N T .  T H E Y  A R E  

P R O B A B L Y  T H E  O N L Y  R E A L I S T I C  W A Y  T O  A V E R T  P O W E R  S H O R T A G E S .



T h e  U . S .  E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n  r e c e n t l y

P R O J E C T E D  A B A S E “C A S E  N E E D  F O R  A B O U T  1 2 7  G I G A W A T T S  O F  A D D I T I O N A L  

E L E C T R I C  G E N E R A T I N G  C A P A C I T Y  B Y  T H E  Y E A R  2 0 0 0 /  I N C L U D I N G  A B O U T  3 3  

G I G A W A T T S  C U R R E N T L Y  U N D E R  C O N S T R U C T I O N .  T H I S  T O T A L  IS E Q U I V A L E N T  

T O  B U I L D I N G  A B O U T  1 2 7  M A J O R  N U C L E A R  P O W E R  G E N E R A T I N G  P L A N T S  IN 

T H E  N E X T  D E C A D E .

T h e  S I G N I F I C A N C E  O F  T H I S  P R O J E C T I O N  IS T H E  1 0 -  T O  1 2 - Y E A R  

L E A D  T TM E  R E Q U I R E D  F O R  R E G U L A T O R Y  A P P R O V A L  A N D  C O N S T R U C T I O N  O F  

N E W  S T E A M  G E N E R A T I O N  P L A N T S .  O B V I O U S L Y /  T H E  L E A D  T I M E  F O R  S U C H  

C O N S T R U C T I O N  IS B E I N G  D I S S I P A T E D  B Y  E V E R Y  P A S S I N G  M O N T H .  I n  T H E  

M E A N T I M E /  N A T U R A L  G A S  C O M B  I N E D - C Y C L E  O R  C O M B U S T I O N  T U R B I N E S  A R E  

R A P I D L Y  T A K I N G  O V E R  T H E  M A J O R  S H A R E  O F  F U T U R E  P L A N N E D  

C O N S T R U C T I O N .

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

F O R  E L E C T R I C  P O W E R  G E N E R A T I O N  H A S  N O T  Y E T  B E E N  F U L L Y  R E F L E C T E D  IN 

M O S T  S U P P L Y  A N D  D E M A N D  P R O J E C T I O N S .  T H E  R E C E N T  W A S H I N G T O N  P O L I C Y

a n d  A n a l y s i s  r e p o r t  I ' v e  m e n t i o n e d /, h o w e v e r / s t a t e s / a n d  I q u o t e :

. . .  W E  F E L T  C O N F I D E N T  W I T H  A D E T A I L E D  A N A L Y S I S  T H A T  S H O W E D  

G A S  S U P P L Y I N G  N E A R L Y  O N E - S I X T H  O F  T H E  P R I M A R Y  E N E R G Y  U S E D  IN 

G E N E R A T I N G  E L E C T R I C I T Y  B Y  2 0 1 0 ,  T H I S  A L O N E  W O U L D  R E Q U I R E

■AB.QU.I-.6 . .T Hl.LLIO N..CU.BlC.-.FEET.-Q.E-.gA.S-&MI!lU A L L Y# Q R  M O R E  I H M  

T W I C E  A S  M U C H  A S  IS B E I N G  U S E D  N O W  B Y  T H E  E L E C T R I C I T Y ,

i n d .u s .t r y  > U n q u o t e

A  U N I Q U E  A T T R I B U T E  O F  T H E  P R O V E N  P R U D H O E  B A Y  R E S E R V E S /  D U E  

T O  T H E I R  M A G N I T U D E /  IS T H E  A B I L I T Y  T O  S U P P L Y  A  L O N G - T E R M  —  U P  T O  

A T  L E A S T  2 5  Y E A R S  —  A S S U R E D  S O U R C E  O F  S U P P L Y  F O R  T H E



C O N S T R U C T I O N  A N D  F I N A N C I N G  O F  B A S E L O A D  E L E C T R I C  G E N E R A T I N G  

P L A N T S ,

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

R E A S O N A B L E  A S S E S S M E N T ,  T H E  P R U D H O E  B A Y  G A S  R E S E R V E S  W I L L  BE 

N E E D E D  B Y  A M E R I C A N  C O N S U M E R S  D U R I N G  A P E R I O D  C O M M E N C I N G  A B O U T

1 9 9 6 .

T h e  r e a s o n a b l y  p r o j e c t e d  d o m e s t i c  n e e d  f o r  P r u d h o e  B a y ' s

P R O V E N  G A S  R E S E R V E S  S H O U L D  B Y  I T S E L F  B E  S U F F I C I E N T  T O  D E M O N S T R A T E  

T H A T  G O V E R N M E N T  A U T H O R I T I E S  A T  A L L  L E V E L S  S H O U L D  A V O I D  A N Y  A C T I O N  

T H A T  M I G H T  J E O P A R D I Z E  T H E  O V E R L A N D  D E L I V E R Y  O F  T H A T  G A S  T O

A m e r i c a n  c o n s u m e r s . T h e r e  a r e , i n  a d d i t i o n , t w o  o t h e r  i m p o r t a n t

C O N S I D E R A T I O N S .

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

T R A N S P O R T A B L E  G A S  R E S E R V E S  O N  T H E  N O R T H  S L O P E  T O  W A R R A N T  

C O N S T R U C T I O N  O F  M  M A J O R  G A S  C O N D I T I O N I N G  P L A N T S  A N D  J K Q .  L A R G E -  

D I A M E T E R  P I P E L I N E  S Y S T E M S  IN T H E  S A M E  T I M E  F R A M E .

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

C A N  B E  F I N A N C E D  A N D  C O N S T R U C T E D  IS P R O V E D  R E S E R V E S . P R O V E D

R e s e r v e s , a s  y o u  k n o w , a r e  s o m e t h i n g  e n t i r e l y  d i f f e r e n t  f r o m

U N D I S C O V E R E D  R E S O U R C E S  A N D  O T H E R  S P E C U L A T I V E  C A T E G O R I E S  O F  

P O T E N T I A L  G A S  F I N D I N G S .

T h e  A N G T S  h a s  a l w a y s  r e l i e d  u p o n  t h e  2 6  t c f  o f  p r o v e d  g a s

R E S E R V E S  A T  P R U D H O E  B A Y ,  N O T A B L Y  G A S  A S S O C I A T E D  W I T H  T H E  

P R O D U C T I O N  OF O I L  A N D  T H E N  R E I N J E C T E D  I N T O  T H E  P R U D H O E  B A Y

F i e l d . T h i s  i s  w e l l  e s t a b l i s h e d  i n  t h e  P r e s i d e n t ' s  D e c i s i o n  o f  

S e p t e m b e r  1 9 7 7  a n d  e l s e w h e r e  i n  t h e  r e g u l a t o r y  r e c o r d . T h i s  g a s  

r e q u i r e s  m i n i m a l  g a t h e r i n g  o r  p r o d u c t i o n  e x p e n d i t u r e s . M o r e o v e r ,



IT IS C O N C E N T R A T E D  IN A S M A L L  A R E A  W I T H  S U B S T A N T I A L  E X I S T I N G  

S U P P O R T  F A C I L I T I E S ,  F O R  T H E S E  R E A S O N S ,  T O G E T H E R  W I T H  T H E  L A R G E  

Q U A N T I T Y  O F  P R O V E N  R E S E R V E S ,  G A S  IN T H E  G E N E R A L  P R U D H O E  B A Y  A R E A -  

- I N C L U D I N G  T H E  E N D I C O T T ,  K U P A R U K ,  A N D  L l S B U R N E  R E S E R V O  I R S "  IS 

T R U L Y  T H E  " C R E A M "  O F  W H A T E V E R  G A S  R E S O U R C E S  M A Y  E X I S T  O N  T H E

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

O T H E R  P A R T S  O F  T H E  W O R L D ,  B U T  T H E Y  A R E  O F  C R I T I C A L  I M P O R T A N C E  T O  

E C O N O M I C  V I A B I L I T Y  IN T H E  A R C T I C .  W l T H  R E S P E C T  T O  A N Y  O T H E R  

P O T E N T I A L ,  B U T  U N P R O V E N  O R  U N D E V E L O P E D  N O R T H  S L O P E  G A S  S O U R C E S ,

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

O F  C I R C U M S T A N C E S — U N C E R T A I N T I E S  A S  T O  G A S  A V A I L A B I L I T Y ,  

T R A N S P O R T A B I L I T Y ,  A N D  C O S T S  W I L L  D E L A Y  A N Y  M A J O R  P I P E L I N E  P R O J E C T  

R E L Y I N G  O N  S U C H  P O T E N T I A L  A L T E R N A T I V E S  U N T I L  L O N G  A F T E R  A P R O J E C T

u s i n g  t h e  P r u d h o e  B a y  g a s  c o m e s  o n  s t r e a m ,

A s  I N D I C A T E D  B Y  T H E  E X P E R T  T E S T I M O N Y  O F  M r . J A M E S  J E N S E N  O F

J e n s e n  A s s o c i a t e s , In c ,, w h o s e  s t a t e m e n t  I ' v e  p l a c e d  i n  y o u r

R E C O R D ,  T H E  C H O I C E  IS C L E A R  F O R  T H E  R E A S O N A B L Y  F O R E S E E A B L E  

F U T U R E ,  E X T E N D I N G  W E L L  I N T O  T H E  N E X T  C E N T U R Y :  E I T H E R  G A S  W I L L  B E

A V A I L A B L E  F O R  A M E R I C A N  C O N S U M E R S  W H E N  N E E D E D  £ &  P R U D H O E  B A Y  G A S  

W I L L  B E  C O M M I T T E D  T O  S O M E  O T H E R  L A R G E - S C A L E  P U R P O S E ,  B U T  N O T

M U -

A  S E C O N D  M A J O R  C O N S I D E R A T I O N  F O R  G O V E R N M E N T  A U T H O R I T I E S  IS 

T H E  B O D Y  O F  U N R E S O L V E D  L E G A L  I S S U E S  R A I S E D  B Y  Y U K O N  P A C I F I C

C o r p o r a t i o n 's  p r o p o s e d  e x p o r t  p r o j e c t . T h e s e  i s s u e s  n o  d o u b t

W I L L  H A V E  T O  B E  R E S O L V E D  B Y  T H E  F E D E R A L  C O U R T S .  I W I L L  N O T  

F U R T H E R  E L A B O R A T E  O T H E R  T H A N  T O  R E E M P H A S I Z E  T H A T  T H E  A N G T S

S P O N S O R S  H A V E  A L R E A D Y  I N V E S T E D  A B O U T  $ 1 . 5  B I L L I O N  D O L L A R S  IN G O O D



F A I T H  R E L I A N C E  O N  E X P L I C I T  G O V E R N M E N T  R E P R E S E N T A T I O N S ,  W e  W I L L  

T A K E  A L L  N E C E S S A R Y  A C T I O N S  IN T H E  A P P R O P R I A T E  F O R U M S  T O  P R O T E C T  

T H E  S P O N S O R S 7 I N T E R E S T S  IN T H A T  I N V E S T M E N T  A N D  W I L L  C O N T I N U E  T O  

W O R K  T O W A R D  T H E  S T A T E D  N A T I O N A L  O B J E C T I V E  O F  P R O V I D I N G  P R U D H O E

B a y  g a s  t o  l o w e r - 4 8  c o n s u m e r s  a t  t h e  e a r l i e s t  o p p o r t u n i t y ,

I S A I D  E A R L I E R  T H A T  I W O U L D  E L A B O R A T E  O N  T H E  R E V I S E D  C O S T  

E S T I M A T E  F O R  T H E  A N G T S .  T H E  D E L I V E R E D  G A S  P R I C E  T O  T H E  L O W E R - 4 8  

S T A T E S  IS A C R I T I C A L  D E T E R M I N A N T  O F  F E A S I B I L I T Y  A N D  T I M I N G  O F  A M  

O V E R L A N D  P I P E L I N E  S Y S T E M  F R O M  A L A S K A ,  I 7L L  N O W  E X P L A I N  W H Y  W E 7R E  

C O N F I D E N T  T H A T  T H E  P R U D H O E  B A Y  G A S  W I L L  B E  S A L A B L E  T O  A M E R I C A N  

C O N S U M E R S  O N  A  F R E E - M A R K E T  B A S I S ,  W I T H O U T  G O V E R N M E N T  S U B S I D Y ,  

D U R I N G  T H E  P E R I O D  1 9 9 6  T O  2 0 2 1 .

I W I L L  F I R S T  R E V I E W  T H E  P R I C E S  P R O J E C T E D  F O R  I M P O R T S  B Y  T H E

U . S .  o f  P i p e l i n e  G a s  a n d  L N G  s o  t h a t  w e  h a v e  a  b a s i s  f o r

D E T E R M I N I N G  W H E T H E R  T H E  A N G T S  G A S  R E A S O N A B L Y  C O U L D  B E  C O M P E T I T I V E  

W I T H  T H E S E  P O T E N T I A L  A L T E R N A T I V E S ,

T h e  G a s  R e s e a r c h  I n s t i t u t e , a  w e l l - r e c o g n i z e d  a n a l y t i c a l

O R G A N I Z A T I O N ,  H A S  F O R E C A S T  " A C Q U I S I T I O N  P R I C E S "  A T  T H E  U . S .  

B O R D E R  F O R  B O T H  P I P E L I N E  I M P O R T S  A N D  L N G  O F  $ 3 , 2 0  P E R  M I L L I O N

B T U s  i n  1 9 9 5 ,  $ 3 . 3 2  i n  1 9 9 6  a n d  a b o u t  $ 6 . 5 0  i n  t h e  y e a r  2 0 1 0 ,  

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

A  r i s i n g  t r e n d  i n  r e a l  p r i c e — T H A T  IS, IN A D D I T I O N  t o  a n y

I N C R E A S E S  IN T H E  G E N E R A L  P R I C E  L E V E L  D U E  T O  I N F L A T I O N — IS C L E A R L Y

E V I D E N T .  IT  IS I M P O R T A N T  T O  N O T E  T H A T  G R I  F O R E C A S T S  A N
\

I N C R E A S I N G  T O T A L  D O M E S T I C  D E M A N D  F O R  N A T U R A L  G A S  T H R O U G H  2 0 1 0  

D E S P I T E  T H I S  I N C R E A S E  IN R E A L  P R I C E S ,  W l T H  T H E S E  F I G U R E S  A S  A 

B A C K G R O U N D  F O R  C O M P A R I S O N  P U R P O S E S ,  I W I L L  A D D R E S S  T H E  P R I C E  A N D



)

M A R K E T A B I L I T Y  O F  A L A S K A N  G A S  A S  D E L I V E R E D  B Y  P I P E L I N E  T H R O U G H

C a n a d a  t o  t h e  U . S .  b o r d e r .

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

A N A L Y S T S  R E A S O N A B L Y  M I G H T  D I F F E R  O V E R  A M . P A R T I C U L A R  F O R E C A S T  O F  

G A S  P R I C E S ,  W H I C H  N E C E S S A R I L Y  IS B A S E D  O N  A S S U M P T I O N S  R E G A R D I N G  

F U T U R E  E C O N O M I C  G R O W T H ,  W O R L D  O I L  P R I C E S ,  E T C .

O f O V E R R I D I N G  I M P O R T A N C E ,  H O W E V E R ,  IS T H E  F A C T  T H A T  T H E R E  IS 

A C O N S E N S U S  A M O N G  Q U A L I F I E D  O B S E R V E R S  T H A T  T H E  R E A L  P R I C E  O F  B O T H

l o w e r - 4 8  g a s  p r o d u c t i o n  a n d  g a s  i m p o r t s  w i l l  r i s e  o v e r  t h e  y e a r s  

a h e a d . O n l y  t h e  r a t e  o f  i n c r e a s e  m a y  d i f f e r , T h i s  f a c t , a s  I

W I L L  D E M O N S T R A T E ,  V I R T U A L L Y  A S S U R E S  T H E  D O M E S T I C  M A R K E T A B I L I T Y  O F

A l a s k a n  p i p e l i n e  g a s  a n d  l e a v e s  o p e n  o n l y  t h e  q u e s t i o n  o f

S P E C I F I C  T I M I N G .

N o w ,  T H E  S A L A B I L I T Y  O F  A L A S K A N  P I P E L I N E  G A S  O B V I O U S L Y  W I L L  

B E  D E T E R M I N E D  B O T H  B Y  T H E  C A P I T A L  C O S T S  O F  T H E  P I P E L I N E  S Y S T E M  

A N D  T H E  W E L L H E A D  P R I C E  O F  T H E  G A S .

I n  M a y  1 9 8 8 ,  t h e  U . S .  a n d  C a n a d i a n  s p o n s o r s  o f  t h e  A N G T S

C O M P L E T E D  A N  I M P O R T A N T  R E E S T I M A T E  O F  T H E  C A P I T A L  C O S T  O F  T H E  

R E M A I N I N G  E L E M E N T S  O F  T H E  A N G T S .  T H E  S T U D Y  D R E W  U P O N  A N  

E X T E N S I V E  B O D Y  O F  P R O P R I E T A R Y  A N D  C O N F I D E N T I A L  I N F O R M A T I O N  

D E V E L O P E D  S I N C E  O U R  E A R L I E R  C O S T  E S T I M A T E S  P R E P A R E D  IN T H E  L A T E  

1 9 7 0 s  A N D  E A R L Y  1 9 8 0 s ,  I t  T O O K  I N T O  C O N S I D E R A T I O N :

— A D V A N C E S  IN P I P E L I N E  D E S I G N ,

— I N F O R M A T I O N  G A T H E R E D  F R O M  E X T E N S I V E  F I E L D  T E S T I N G  P R O G R A M S  

A N D  O P T I M I Z A T I O N  S T U D I E S  C O N D U C T E D  B Y  T H E  P R O J E C T  

S P O N S O R S ,  A N D  

— S I G N I F I C A N T  C H A N G E S  IN T H E  E C O N O M I C  C L I M A T E ,



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

P A R T  F R O M  T H E  F O L L O W I N G :

— R E D U C E D  C O N S T R U C T I O N  S C H E D U L E /

— I M P R O V E D  W E L D I N G  T E C H N O L O G Y /

— M O R E  T R A D I T I O N A L  O W N E R / C O N T R A C T O R  F U N C T I O N S /

— U S E  O F  E X I S T I N G  C O M M U N I C A T I O N  S Y S T E M S /

— R E D U C E D  C O N T I N G E N C Y  A L L O W A N C E S /

— H I G H E R  P R E S S U R E /  S M A L L E R  D I A M E T E R  M A I N L I N E  P I P E /  B U T  

H I G H E R  G A S  T H R O U G H P U T /  A N D  

— M O R E  M O D E S T  A S S U M P T I O N S  A B O U T  T H E  R A T E  O F  I N F L A T I O N  A N D  

I N T E R E S T  R A T E S ,

E x p r e s s e d  i n  1 9 8 8  d o l l a r s , t h e  c a p i t a l  c o s t  o f  t h e  p r o j e c t ,

I N C L U D I N G  T H E  N O R T H  S L O P E  C O N D I T I O N I N G  P L A N T ,  T O G E T H E R  W I T H  T H E  

R E M A I N I N G  P I P E L I N E  S E G M E N T S  IN A L A S K A ,  C A N A D A  A N D  T H L  L O W E R - 4 8  

S T A T E S ,  W A S  E S T I M A T E D  A T  $ 1 4 . 6  B I L L I O N ,  C O M P A R E D  T O  $ 2 6 , 1  B I L L I O N  

IN T H E  E A R L I E R  E S T I M A T E — A P P R O X I M A T E L Y  A 4 5 %  R E D U C T I O N .  T H I S ,  IN 

T U R N  R E S U L T E D  IN A N E W ,  L O W E R  C O S T  O F  T H E  P I P E L I N E  D E L I V E R Y  

S E R V I C E ,

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

C O S T  O F  D E L I V E R I N G  A L A S K A N  G A S  T O  T H E  L O W E R - 4 8  S T A T E S  IS $ 2 , 4 4  

P E R  M I L L I O N  B T U s  IN T H E  Y E A R  1 9 9 6 ,  E X P R E S S E D  IN 1 9 8 7  D O L L A R S ,

W i t h  a  r e a s o n a b l e  a l l o w a n c e  f o r  t h e  w e l l h e a d  p r i c e  o f  t h e

G A S  A D D E D ,  T H E  A L A S K A N  G A S  O B V I O U S L Y  W O U L D  B E  C O M P E T I T I V E  W I T H  

T H E  P R O J E C T E D  P R I C E  IN 1 9 9 6  O F  $ 3 . 3 2  F O R  I M P O R T S  A N D  L N G  T H A T  I 

M E N T I O N E D  E A R L I E R ,

U p  t i l l  n o w , P v e  u s e d  a  1 9 9 6  i n i t i a l  i n - s e r v i c e  d a t e  a s  a n  

e x a m p l e , T h e  A N G T S  g a s  w o u l d  b e  c o m p e t i t i v e  a t  t h a t  t i m e  b a s e d
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O N  T H E  P R O J E C T E D  P R I C E S ;  H O W E V E R , T H E  S P E C I F I C  D A T E  T H A T  T H E

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

IN T H E  M A R K E T  P L A C E , I N C L U D I N G  T H E  W O R L D  P R I C E  O F  O I L ,  I n  T H I S  

R E G A R D ,  S E V E R A L  K E Y  F A C T O R S  W I L L  M A K E  T H E  A N G T S  G A S  M U C H  M O R E  

S A L A B L E  A S  T I M E  P A S S E S ,  T H E Y  A R E :

- - F i r s t , t h e  c a p i t a l  c o s t s  o f  t h e  " p r e b u i l t ," o p e r a t i n g

P O R T I O N S  O F  T H E  S Y S T E M — A B O U T  1 / 3  O F  T H E  T O T A L  M I L E A G E  —  

C O N T I N U E  T O  B E  D E P R E C I A T E D ,  T H I S  R E S U L T S  IN A 

P R O G R E S S I V E L Y  L O W E R  T R A N S P O R T A T I O N  C O S T  O F  S E R V I C E ,  A N D

— S e c o n d , a s  I ' v e  p r e v i o u s l y  s t a t e d , t h e  r e a l  c o s t  o f  g a s

I M P O R T S ,  L N G ,  A N D  O T H E R  A L T E R N A T I V E S  IS P R O J E C T E D  B Y  M O S T  

O B S E R V E R S  T O  R I S E  S U B S T A N T I A L L Y  O V E R  T I M E ,  O n  T H E  O T H E R  

H A N D ,  B O T H  T H E  P R U D H O E  B A Y  G A S  P R I C E  A N D  P I P E L I N E  

C O N S T R U C T I O N  C O S T S  S H O U L D  R E M A I N  E S S E N T I A L L Y  L E V E L  IN R E A L  

D O L L A R  T E R M S ,  T H E  P R U D H O E  B A Y  G A S ,  IT S H O U L D  B E  N O T E D ,  

W I L L  I N C U R  V I R T U A L L Y  N O  A D D I T I O N A L  P R O D U C T I O N  O R  G A T H E R I N G

c o s t s . T h e  n e t  e f f e c t  i s  t o  m a k e  A l a s k a n  p i p e l i n e  g a s

P R O G R E S S I V E L Y  M O R E  A T T R A C T I V E  T H A N  P O T E N T I A L  A L T E R N A T I V E S  

IN T H E  Y E A R S  A H E A D ,

T h e  A N G T S  s p o n s o r s  r e c o g n i z e  c l e a r l y  t h e  r a d i c a l l y  a l t e r e d

D O M E S T I C  G A S  M A R K E T  T O D A Y  A S  C O M P A R E D  T O  T H E  L A T E  1 9 7 0 s  W H E N  T H E

A l a s k a  g a s  p i p e l i n e  p r o j e c t  w a s  i n i t i a t e d . A t  t h a t  t i m e , a

H A N D F U L L  O F  M A J O R  I N T E R S T A T E  G A S  T R A N S M I S S I O N  C O M P A N I E S  P L A N N E D  

T O  P U R C H A S E  T H E  P R U D H O E  B A Y  G A S  F O R  R E S A L E  F R O M  T H E I R  O W N

I N V E N T O R Y ,  E V E N  T H E N ,  IT W A S  D E T E R M I N E D  T H A T  T H I S  G A S  W O U L D  B E

A C C E S S I B L E  T O  L O C A L  D I S T R I B U T I O N  C O M P A N I E S  IN 4 7  O F  T H E  L O W E R - 4 8

s t a t e s . T o d a y , w i t h  t h e  e m p h a s i s  o n  o p e n  a c c e s s  t o



T R A N S P O R T A T I O N  S E R V I C E S /  W E  E X P E C T  A N  E V E N  M O R E  W I D E L Y  S P R E A D  

U T I L I Z A T I O N .

W e  H A V E  N O T E D  P R E V I O U S L Y  T H A T  T H E  L O N G - T E R M /  a s s u r e d  s o u r c e

o f  s u p p l y  r e p r e s e n t e d  b y  t h e  P r u d h o e  B a y  g a s  i s  h i g h l y

A T T R A C T I V E .  T H E S E  A T T R I B U T E S  A R E  P A R T I C U L A R L Y  I M P O R T A N T  A S  G A S  

I N C R E A S I N G L Y  B E C O M E S  T H E  F U E L  O F  C H O I C E  F O R  M A J O R  E L E C T R I C  

G E N E R A T I N G  P L A N T S .  T H E  S U C C E S S F U L  F I N A N C I N G  O F  M A J O R  C O M B  I N E D ~  

C Y C L E  A N D  C O M B U S T I O N  T U R B I N E  G A S  P L A N T S  R E Q U I R E S  A S S U R A N C E  O F  G A S  

S U P P L Y  A N D  R E A S O N A B L Y  P R E D I C T A B L E  P R I C E S .  T H E  A L A S K A N  G A S /  

T H R O U G H  T H E  A N G T S /  C A N  M E E T  T H A T  R E Q U I R E M E N T .

A s  T H E  S O - C A L L E D  G A S  " B U B B L E *  D I S S I P A T E S  O V E R  T H E  N E X T  T W O  

Y E A R S /  A S  M O S T  R E S P O N S I B L E  O B S E R V E R S  P R E D I C T /  T H E  S P O T  M A R K E T  F O R  

G A S  P U R C H A S E S  IS L I K E L Y  T O  B E C O M E  M O R E  U N P R E D I C T A B L E  A N D /  

T H E R E F O R E /  L E S S  A T T R A C T I V E .  U N D E R  T H E S E  C I R C U M S T A N C E S /  W E  

F O R E S E E  A  R E N E W E D  R E C E P T I V E N E S S  T O  L O N G - T E R M  S U P P L Y  A R R A N G E M E N T S /  

W H I C H  W I L L  S U P P O R T  B U I L D I N G  T H E  A N G T S ,

I n  s u m m a r y / A l a s k a n  p i p e l i n e  g a s , b a s e d  o n  r e a s o n a b l e  p r i c e

P R O J E C T I O N S  F O R  P O T E N T I A L  A L T E R N A T I V E S /  S H O U L D  B E  V E R Y  S A L A B L E  IN 

T H E  D O M E S T I C  M A R K E T  D U R I N G  T H E  P E R I O D  C O M M E N C I N G  A B O U T  1 9 S 6 ,  T H E  

D E L I V E R E D  G A S  W I L L  B E  I N C R E A S I N G L Y  C O M P E T I T I V E  E A C H  Y E A R  T H A T  

P A S S E S  F R O M  1 9 9 6  F O R W A R D  I N T O  T H E  N E X T  C E N T U R Y  A S  T H E  R E A L  P R I C E S  

O F  A L T E R N A T I V E S  C O N T I N U E  T O  R I S E ,

IN  C L O S I N G /  I W A N T  T O  R E I T E R A T E  T H E  A N G T S  S P O N S O R S '  

C O N V I C T I O N  T H A T  T H E  P R U D H O E  B A Y  G A S  R E S E R V E S  W I L L  B E  N E E D E D  B Y

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

P I P E L I N E  D E L I V E R Y  S Y S T E M  C A N N O T  B E  S P E C I F I E D ,  O N E  F I N A L  N O T E :  

W E  A R E  V E R Y  M U C H  A W A R E  O F  Y O U R  I N T E R E S T /  A L O N G  W I T H  M O S T  O T H E R

- -
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A l a s k a n s , i n  s e e i n g  t h e  N o r t h  S l o p e  g a s  b r o u g h t  t o  m a r k e t  a t  t h e

E A R L I E S T  P O S S I B L E  D A T E ,  W e S H A R E  T H A T  I N T E R E S T .  W e S I N C E R E L Y  

B E L I E V E  T H A T  A N  O V E R L A N D  P I P E L I N E  S Y S T E M  T O  S E R V E  T H E  D O M E S T I C  

U . S .  M A R K E T  R E M A I N S  T H E  B E S T  A N D  T H E  E A R L I E S T  P O S S I B I L I T Y  T O  M E E T  

T H A T  O B J E C T I V E ,  T H A N K  Y O U  A G A I N  M A D A M  C H A I R M A N ,



/

Y U  X  O f t



t

o Majority owner of Yukon Pacific

© Major transportation company 

©1987 turnover:

$8 billion on $13.2 billion in assets
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P h a s e  I T A G S  P e r m i t s

1. Define F.E.R.C. role

2. Obtain Federal Right-of-Way
( r e q u i r e s  E n v i r o n m e n t a l  I m p a c t  S t a t e m e n t )

3. Obtain Presidential Finding
( r e q u i r e d  u n d e r  A N G T A )

4. Obtain State Right-of-Way

5. Obtain Federal Export License



P h a s e  I T A G S  P e r m i t s

1. Define F.E.R.C. role

2. Obtain Federal'Right-of-Way
( r e q u i r e s  E n v i r o n m e n t a l  I m p a c t  S t a t e m e n t )

3. Obtain Presidential Finding
( r e q u i r e d  u n d e r  A N G T A )

4. Obtain State Right-of-Way

5. Obtain Federal Export License

* A p p l i c a t i o n  p e n d i n g ,  a w a i t i n g  d e c i s i o n

jA

tA



Y U K O N  P A C I F I C  C O R P O R A T I O N  T A S K S

P H A S E  I I

I

o  D e t a i l e d  D e s i g n

o  D e t a i l e d  P e r m i t t i n g

o  F i n a l  C o s t  E s t i m a t e

o  F i n a l  C o n t r a c t s



A s i a n  L N G  D e m a n d
( m i l l i o n  t o n s )

b y  2 0 0 0

C u r r e n t l y  

u n d e r  C o n t r a c t

P r o j e c t e d  

b y  2 0 0 0

1 9 8 7  1 9 8 9

T o t a l  N e w  

D e m a n d

1 9 8 7  1 9 8 9

J a p a n 3 4 . 0 3 8 . 0  4 8 . 0 4 . 0  1 4 . 0

K o r e a 2 . 0 3 . 5  8 . 7 1 . 5  6 . 7

T a i w a n 1 . 5 3 . 0  4 . 5 1 . 5  3 . 0

T O T A L 3 7 . 5 4 4 . 5  6 1 . 2 7 . 0  2 3 . 7

S o u r c e : G o v e r n m e n t  a n d  R e s e a r c h  I n s t i t u t e  P r o j e c t i o n s  i n  

e a c h  c o u n t r y



R e a s o n s  for L N G  D e m a n d  G r o w t h  in Asia

• Greater electricity demand than expected

• L N G  more competitive, especially vs. nuclear

• Rising environmental concerns

• Diversification to reduce energy source risk

• Distribution infrastructure is growing



A l a s k a  L N G  is C o m p e t i t i v e  in A s i a

• Price competitive

• Economies of scale

• U.S. a secure supplier

• Expand U.S. trade where most needed



C a p i t a l  C o s t  E s t i m a t e s
( $  m i l l i o n s )

To Deliver To Raise 
7MMT/YR to 14MMT/YR T O T A L

A l a s k a
facilities 6 , 8 1 6  1 , 8 2 4  8 , 6 4 0

Shipping 9 8 0  1,120 2 , 1 0 0

Total $ 7 , 7 9 6  $ 2 , 9 4 4  $ 1 0 , 7 4 0



E c o n o m i c  Feasibility

o Sales threshold of 7-8.5 m m t  in 

mid~1990’s.

9 Economic studies based on $24/bbl 

crude oil and L N G  price of $4/mmbtu.

. Price will fluctuate up and down 

with crude oil.

* Alaska does not have a posted crude 

oil price.



North Slope Gas Reserves 36 TCF

Undiscovered Resources 102 TCF

Gas Ownership:
ARCO, EXXON, British Petroleum,
State of Alaska and minor owners



■ :

I M p• , ' . v , ' . y v

':\':X\i%\XXXwX
I  9 C

" U n d i s c o v e r e d ,  r e c o v e r a b l e  s u p p l i e s  o f  

n a t u r a l  g a s  f r o m  A l a s k a ’ s  N o r t h  S l o p e

n

•• . -.V • v- '

-mi-
I . ': - ;  ■

: v <

P r e s i d e n t i a l  F i n d i n g  E x c e r p t  

Y u k o n  P a c i f i c  C o r p o r a t i o n  

E x h i b i t  " M "

. : ••

' • -- -

'• ■■ •• ' V: 'V:f

X ; :XMm X X
■ ' V  . : :■ .■

■ ■ -  x - x  ■ ;

i



STATE INCENTIVES TO MOVE FORWARD

©  T a x ,  R o y a l t y  I n c o m e  o f  $ 1 - 2  m i l l i o n / d a y .  

©  1 0 , 0 0 0  C o n s t r u c t i o n  j o b s .

®  5 5 0  P e r m a n e n t  j o b s .

®  S p u r  t o  o t h e r  e x p l o r a t i o n ,  r e f i n i n g  

©  A l a s k a ’s  l a r g e s t  o p p o r t u n i t y



W h a t  c a n  the State d o  to help?

• Continue International Trade Office efforts. 
Customers and competitors are governments 
it helps for our government to lend support.

• Continue cooperative efforts in right-of-way 
and environmental permitting.

• Maintain stable tax climate.

• Enter into royalty gas sales discussions 
when appropriate.



B.E. Grate

Vice President 

Commetcial, Alaska

BP EXPLORATION BP Exploration (Alaska) Inc.
900 East Benson Boulovard 

P.O. Box 1966)2 

Anchorage, Alaska 99519-6612 

(907) 56<1-51?1

BP EXPLORATION POSITION REGARDING 
NORTH SLOPE NATURAL GAS

BP Exploration is the owner of approximately 25% of the 26 trillion cubic feet 
of gas at Prudhoe Bay.

We are determined to see the gas developed as soon as possible and have 
continuously sought out alternatives for moving the gas to market.

• We have been a member of the ANGTS Design and 
Engineering Cooperative Agreement since 1980.

• We have evaluated a wide range of options, including TAGS, 
since the initial delay of ANGTS announced in 1982.

In March, 1984, we spoke before the Alaska State Legislature Joint 
Committee on Oil and Gas indicating our support of ANGTS as the most likely 
means of getting gas to market.

While BP Exploration continues as an ANGTS participant, we now believe that 
the progress made by Yukon Pacific warrants full consideration.

E.J.P. Browne, Chief Executive, BP Exploration, U.S.A., stated in February that 
BP is willing to work with Yukon Pacific to determine if the TAGS project is 
possible and would be prepared, under the right circumstances, to commit our 
gas to the project.

Both ANGTS and TAGS face a number of major hurdles -- most serious of 
which are the uncertainties of future energy prices and the sheer scale of both 
projects.

In the absence of a gas pipeline, we still strive to get maximum benefit from 
the gas being produced -- as fuel for field production facilities and the Trans- 
Alaska Pipeline, as a component of miscible injectant for enhanced oil 
recovery, and finally by reinjecting the remainder to maintain reservoir 
pressure.

The State of Alaska can help progress North Slope gas development by 
working to prevent the creation of any barriers that would restrict the range of 
options available for consideration.

M a r c h  10, 1 9 8 9



STATEMENT OF JUDD MILLER, JR .
VICE  PRESIDENT, EXXON COMPANY, U .S .A .

BEFORE THE SENATE SPECIAL COMMITTEE ON O I L  AND GAS 
ALASKA STATE LEGISLATURE 

MARCH 10, 1989

My name i s  Judd M i l l e r ,  J r . ,  V i c e  Pres ident  o f  Exxon Company, U .S .A .  I am 
r e s p o n s ib l e  f o r  Exxon’ s market ing and t r a n s p o r t a t i o n  o f  natura l gas in the 
Uni ted S t a t e s .  Exxon a p p re c ia te s  the o p p o r tu n i t y  t o  t e s t i f y  at t h i s  hearing 
today on th e  p r o s p e c t s  o f  com merc ia l iz ing  Nor th  S lope  gas.

Summary

S u b s ta n t ia l  gas r e s e rv e s  e x i s t  on the North S lo p e  o f  Alaska. Exxon, l i k e  the 
s ta t e  and i t s  c i t i z e n s ,  has a subs tan t ia l  i n t e r e s t  in  see ing  th e se  reserves  
c om m erc ia l ized .  However, th e  re se rve s  are f a r  d i s t a n t  from any market. The 
t r a n s p o r t a t i o n  system requ ired  w i l l  be huge both  in  scope and magnitude o f  
d o l l a r s  r eq u i r ed  with  a long lead time needed t o  br ing  the  p r o j e c t  in to  
o p e ra t ion .  Be fore  such  a p r o j e c t  can move forward  th e r e  must be ev iden ce  o f  
markets and p r i c e s  s u f f i c i e n t  t o  prov ide reasonab le  assurance  to  the  many 
p a r t i c i p a n t s  t h a t  the  investment  w i l l  be sound. Today, n e i t h e r  an over land 
p i p e l i n e  t o  the  lower 48 s t a t e s  nor the expor t  o f  l i q u i f i e d  natura l  gas (LNG) 
to  Fa r  Ea s t  markets i s  economic .  Real growth in  energy  p r i c e s  and in market 
demand w i l l  be ne cessa ry  be fo re  any p r o j e c t  t o  move North S lope  gas rese rves  
to  market can  be economic.

S in ce  the  d i s c o v e r y  o f  the Prudhoe Bay f i e l d  o v e r  20 years  ago, Exxon has 
c on s id e red  and r e co n s id e red  many a l t e r n a t i v e  methods o f  co m m erc ia l iz ing  the 
gas r e s e r v e s  i n c l u d in g  a p i p e l i n e  to  the lower  48 s t a t e s ,  l i q u e f a c t i o n  and 
shipment t o  domest i c  o r  f o r e ig n  markets,  and l e s s  con ven t io na l  a l t e r n a t i v e s  
such as chemica l con ve rs ion  to  methanol or p e t r o ch e m i ca l  f a c i l i t i e s  a t a 
south A laska t id ew a te r  l o c a t i o n .  Based on t h e s e  s t u d i e s ,  Exxon b e l i e v e s  that  
the  b e s t  market f o r  A la ska ’ s North Slope gas w i l l  be th e  lower  48 s t a t e s  and 
th a t  an over land  p i p e l i n e  w i l l  be the best  mode o f  t r a n s p o r ta t i o n  t o  t h a t  
market.  We have s e r io u s  co n ce rn s  th a t  LNG made from North S lope  gas would 
not be c o m p e t i t i v e  in Far  Ea s t  markets because o f  the  la rge  and unique 
p i p e l i n e  inves tm ent  r e q u i r e d ;  an investment t h a t  competing LNG s u p p l i e r s  in 
the  Far  and Middle Eas t  would not  in cu r .

N e v e r th e le s s ,  th e  Trans -A laska  Gas System (TAGS) sponsors  are  to  be 
complimented f o r  t h e i r  e f f o r t s  t o  develop an o u t l e t  f o r  North S lope  gas. 
Al though we have s e r io u s  r e s e r v a t i o n s  about t h e  LNG export  p r o j e c t ,  Exxon 
does no t  want to  d is courage  anyone from proposing  promising a l t e r n a t i v e s  f o r  
c o m m erc ia l i z ing  A la sk a ’ s North S lope  r e s e r v e s .

I n t r o d u c t i o n

I would l i k e  noth ing b e t t e r  than t o  t e l l  you today  t h a t  commercial  deve lop ­
ment o f  A la sk a ’ s North S lope r e se rv e s  i s  at hand. However, I cannot do tha t .  
In r e a l i t y ,  n e i t h e r  an over land  p ip e l i n e  to  t h e  lower  48 s t a t e s  nor  the 
export  o f  LNG to Far Eas t  markets i s  economic a t t o d a y ’ s p r i c e s .  An assured 
market and a s u b s ta n t ia l  real growth in energy p r i c e s  w i l l  be requ ired  before 
a p r o j e c t  t o  com m erc ia l ize  North Slope gas r e s e r v e s  can be economic .  Exxon 
b e l i e v e s  t h a t  such a market w i l l  develop in t h e  lower  48 s t a t e s  which w i l l
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u l t im a te l y  be the  bes t  market f o r  North Slope g a s .  We f u r t h e r  b e l i e v e  t h a t  
an over land  p i p e l i n e  i s  the  bes t  mode o f  t r a n s p o r t a t i o n  t o  t h a t  market.

Exxon, l i k e  th e  S t a t e  and i t s  c i t i z e n s ,  has a s u b s t a n t i a l ^ i n t & r e s t  in  see ing 
these r e s e r v e s  com m erc ia l ized .  Exxon has approx imate ly  a\37 p e r ce n t  working 
i n t e r e s t  in  th e  gas re se rve s  in  the  Prudhoe Bay F i e l d  and W g i r i f i c a n t  
i n t e r e s t s  i n  Po in t  Thomson and o th e r  nearby f i e l d s .  Com m erc ia l i za t ion  o f  
these r e s e r v e s  would prov ide  new j o b  o p p o r t u n i t i e s ,  f u r t h e r  economic  d eve lop ­
ment and a d d i t i o n a l  revenue f o r  Alaska, as well  as su b s ta n t ia l  income f o r  
Exxon.

P ro je c t  S cope  and Fundamentals

The Prudhoe Bay F i e l d  alone i s  es t imated to c o n t a i n  26 T c f  o f  g a s . 1 There  is 
a lso  an e s t im a te d  8 T c f  o f  gas in Po in t  Thomson and o th e r  nearby f i e l d s . 2 
Any p r o j e c t  t o  co m m erc ia l ize  r e se r v e s  o f  that  magni tude would be a major,  
w o r ld - s ca le  endeavor by any s tandards .  Whether i t  i s  an over land  p i p e l i n e  to 
the lower 48 s t a t e s  or th e  expor t  o f  LNG to Far  E a s t  markets,  i t  w i l l  be one 
o f  the l a r g e s t  p r i v a t e l y  f ina n ced  p r o j e c t s  in t h e  f r e e  wor ld .

The magnitude o f  the  f i n a n c i a l  and bus iness un der ta k in gs  are as s i g n i f i c a n t  
as the p h y s i c a l  s cope o f  the  f a c i l i t i e s .  Large in ve s tm en t s  w i l l  be requ ired  
- -  $10 b i l l i o n  or  more - -  and the lead t imes w i l l  be long - -  5 o r  more years  
o f  s u b s ta n t ia l  inves tment  - -  be fore  a s in g le  d o l l a r  o f  revenue  w i l l  be 
re ce ived  and many more years  be fore  any return  on th e  inves tment  can be 
rea l i z ed .  Numerous i n t e r e s t s  must be brought t o g e t h e r ,  i n c l u d i n g  th e  owners 
o f  the gas on the  North S lope ,  the buyers o f  t h e  gas ,  the  p i p e l i n e  owners, 
governments and f i n a n c i a l  i n s t i t u t i o n s .  F in a n c in g  w i l l  r e q u i r e  complex 
arrangements i n v o l v in g  numerous e n t i t i e s  and w i l l  o n l y  be p o s s i b l e  i f  the  
p r o j e c t ’ s e conom ic  bas is  i s  fundamentally  sound.

Inves tors  in  a p r o j e c t  o f  t h a t  magnitude w i l l  r e q u i r e  s t a b l e  s u p p l i e s ,  
dependable markets  and a p roduc t  which can be p r i c e d  at a c o m p e t i t i v e  l e v e l .  
In a d d i t io n  t o  th e se  market fundamentals ,  a s t a b l e  government f i s c a l  and 
regu la to ry  environment  w i l l  be e s s e n t i a l .

A l t e r n a t i v e s  Cons idered  t o  Market North Slope Gas

S in ce  the  d i s c o v e r y  o f  the  Prudhoe Bay F i e l d ,  Exxon has co n s id e red  and 
re cons ide red  many a l t e r n a t i v e  methods o f  co m m er c ia l i z in g  Alaska North S looe  
gas r e s e r v e s .  These  c o n s id e r a t i o n s  have in c lu ded  over land  p ip e l i n e s  to  the  
lower 48 s t a t e s  and t r a n s p o r ta t i o n  o f  the gas t o  a t id e w a te r  po r t  f o r  
l i q u e f i c a t i o n  and shipment t o  domest i c  or  f o r e ig n  markets.  L ess  conven t iona l

1 Alaska Depar tment o f  Natural Resources ,  H i s t o r i c a l  And P r o j e c t e d  O i l  
And Gas Consumption  January 1989.

2 Id.
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a l t e r n a t i v e s ,  such as chem ic a l c o n v e r s i o n  t o  m e t h a n o l and l o c a t i n g  p e t r o ­
chemica l f a c i l i t i e s  a t  t i d e w a t e r  have a l s o been s t u d i e d .  Based on o u r  
c o n s i d e r a t i o n  o f  many a l t e r n a t i v e s ,  we have c o n s i s t e n t l y  c o n c l u d e d t h a t  t h e  
bes t m a r k e t f o r  N o r t h S lo p e gas w i l l  deve lop i n  t h e  l o w e r 48 s t a t e s  and t h a t  
an o v e r l a n d  p i p e l i n e  w i l l  be t h e  mos t econom ica l and e f f i c i e n t  method f o r  
d e l i v e r i n g  t h e  mos t e n e r g y t o  t h a t  m a rk e t .

A t the t im e  t h e  p r e s e n t p r o j e c t  f o r  an o ve r l a n d p i p e l i n e  was s e l e c t e d  by t h e 
P re s i d e n t and Cong re s s , a compe t i n g p r o j e c t  was a l s o  c o n s i d e r e d  u n d e r wh ic h 
No r th S lo p e gas wou ld be t r a n s p o r t e d  by p i p e l i n e  t o  a t i d e w a t e r  p o r t  on t h e 
sou the rn c o a s t  o f  A la s k a and t h e r e  l i q u i f i e d  and s h i p p e d as LNG t o  
C a l i f o r n i a .  T h a t p r o j e c t  was u l t i m a t e l y  r e j e c t e d  because an o v e r l a n d  
p i p e l i n e  c o u l d  t r a n s p o r t  gas more e f f i c i e n t l y  and c o u l d  be expanded a t  l o w e r 
c o s t than an LNG p r o j e c t .  F o l l o w i n g  s e l e c t i o n  o f  t h e  A la s k a  N a t u r a l Gas 
T r a n s p o r t a t i o n  Sys tem (ANGTS), Exxon p a r t i c i p a t e d  as a member o f  t h e 
p i p e l i n e / p r o d u c e r  c o n s o r t i u m  p e r f o rm i n g  the d e s i g n  and e n g i n e e r i n g  o f  t h e  
system. We rem a i n a c t i v e  i n  t h a t  c o n s o r t i um  t o  t h i s  day .

Over land P i p e l i n e  t o  Lower 48 S t a t e s

S tu d ie s by t h e  Ame r i c an Gas A s s o c i a t i o n 3 and Gas Resea r ch I n s t i t u t e 4 have 
conc luded t h a t  N o r t h  S lope gas can be accommodated i n  t h e  l o w e r 48 s t a t e s  
a f t e r  th e y e a r  2000 and t h a t  ene rg y p r i c e s  w i l l  i n c r e a s e  t o  a l e v e l  w h i c h 
w i l l  make N o r t h  S lo p e gas econom ic . These s t u d i e s  i n d i c a t e  t h a t  t h e Lower 48 
demand w i l l  be s u f f i c i e n t  t o  accommodate a l l  d o m e s t i c  gas p r o d u c t i o n ,  im p o r t s  
f rom o t h e r  c o u n t r i e s ,  as w e l l  as gas f r om the N o r t h  S lope o f  A l a s k a . Our 
c o n c l u s i o n s a r e  g e n e r a l l y  c o n s i s t e n t  w i t h  those s t u d i e s .  We a re o p t i m i s t i c  
t h a t  an o v e r l a n d  p i p e l i n e  t o  d e l i v e r  t h e  gas t o  t h e  l o w e r 48 s t a t e s  can be 
c o n s t r u c t e d  i n  t h e  t im e  f rame i n d i c a t e d  by the s t u d i e s .

In 1988, t h e  p i p e l i n e  spon so r s o f  t h e  ANGTS announced a 45 p e r c e n t  r e d u c t i o n  
i n  t h e i r  p r i o r  c o s t  e s t im a t e  f o r  t h e  ANGTS. G iv en t h e  imp ro vemen ts i n  
p i p e l i n e  d e s i g n  and c o n s t r u c t i o n  t e c h n i q u e s s i n c e  t h e i r  p r i o r  e s t im a t e ,  Exxon 
agrees t h a t  t h e  c o s t  o f  b u i l d i n g  t h e ANGTS can be s i g n i f i c a n t l y  re d u ced as 
suggested by t h e  ANGTS p i p e l i n e  s p o n s o r s . F u r t h e r  r e d u c t i o n s  i n  c o s t  t h a t  
wou ld enhance t h e  econom ics o f  t r a n s p o r t i n g  the g a s t o  t h e  l o w e r 48 s t a t e s  
may a l s o be p o s s i b l e .

An o ve r l a n d p i p e l i n e  i s  a s a f e  and e f f i c i e n t  means o f  t r a n s p o r t i n g  e n e r g y 
o v e r long d i s t a n c e s .  In a d d i t i o n ,  an o ve r l a n d p i p e l i n e  can be expanded a t 
r e l a t i v e l y  l o w  c o s t  i f  needed t o  accommodate new d i s c o v e r i e s .  Such e x p a n s i o n 
c a p a b i l i t y  w o u l d  encou rage e x p l o r a t i o n  f o r  new gas r e s e r v e s .

3 Amer ican Gas A s s o c i a t i o n ,  The Gas Ene rgy Suppl y O u t l o o k . O c t o b e r 1987.

4 Gas Research I n s t i t u t e ,  1987 GRI B a s e l i n e  P r o j e c t i o n  O f U .S . Energy Supp l y 
And Demand To 201 0 . December 1987; 1988 GRI B a s e l i n e  P r o j e c t i o n  O f U .S . 
Energy S u p p l y  And Demand ( P r e l i m i n a r y )  August 1 9 8 8 .
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The use o f  N o r t h  S lo p e gas i n  t h e l o w e r 40 s t a t e s  w i l l  enhance U .S . ene rg y 
s e c u r i t y  and en s u r e a s t a b l e  lo n g te rm  s u p p l y  o f  e n v i r o n m e n t a l l y  d e s i r a b l e  
f u e l .  U t i l i z a t i o n  o f  N o r t h  S lo p e gas t o  meet U .S . e n e r g y needs can back ou t
4 00 ,000 t o  6 0 0 , 0 0 0  b a r r e l s  p e r day o f  im po r t e d o i l .

T r a n s - A l a s k a  Gas Sys tem

L a t e l y ,  much a t t e n t i o n  has been fo c u s e d on e x p o r t s  o f  N o r t h  S lope gas as LNG 
t o  ma rke t s i n  t h e  Fa r E a s t . G o ve rn o r H i c k e l and t h e  team a t  Yukon P a c i f i c  
a r e  t o  be c om p l im e n t e d f o r  t h e i r  e f f o r t s  t o  d e v e l o p  t h e TAGS p r o j e c t .  The 
TAGS p r o j e c t  i s  a comp lex p r o j e c t  c o n s i s t i n g  o f  i n t e g r a t e d  p i p e l i n e ,  
l i q u e f a c t i o n ,  s h i p p i n g  and r e g a s i f i c a t i o n  f a c i l i t i e s .  The 8 0 0 -m i l e  p i p e l i n e  
t h r o u g h A l a s k a  w o u l d , i n  i t s e l f ,  be a p r o j e c t  r i v a l i n g  t h e  T r a n s - A l a s k a  o i l  
p i p e l i n e .  The LNG f a c i l i t y  wou ld be one o f  t h e  w o r l d ’ s l a r g e s t  and wou ld 
r e q u i r e  a s u b s t a n t i a l  LNG s h i p  f l e e t  as w e l l .

Exxon has c o n s i d e r e d  t h e  e x p o r t  o f  N o r t h S lope gas t o  t h e  Fa r Eas t and I must 
t e l l  you t h a t  we have s e r i o u s  r e s e r v a t i o n s  t h a t  such a p r o j e c t  wou ld be 
c o m p e t i t i v e  w i t h  o t h e r  s u p p l i e s  i n  t h a t  m a r k e t . Because o f  t h e  s u b s t a n t i a l  
i n v e s tm e n t r e q u i r e d  t o  t r a n s p o r t  N o r t h  S lope gas a c r o s s A l a s k a , t h e  LNG f r om 
such a p r o j e c t  wou ld be a t a s e v e r e c o m p e t i t i v e  d i s a d v a n t a g e  r e l a t i v e  t o  
o t h e r  Far E a s t and M id d l e  Eas t s o u r c e s o f  LNG t h a t  wou ld n o t be bu rdened by 
such a l a r g e  p i p e l i n e  i n v e s tm e n t .  The s u p p l i e s  o f  LNG p o t e n t i a l l y  a v a i l a b l e  
f r om  th e s e o t h e r  so u r c e s v a s t l y  exceed any f o r e c a s t s  o f  demand f o r  LNG in  t h e 
F a r Eas t .

I have two c h a r t s  t h a t  d em o n s t r a t e  t h i s  g r a p h i c a l l y .  The f i r s t  i s  a map 
w h i c h shows t h e  p o t e n t i a l  s u p p l i e s  o f  LNG f o r  Fa r Eas t m a r k e t s .  The numbers 
shown unde r each c o u n t r y  r e p r e s e n t  t h a t  c o u n t r y ’ s gas r e s e r v e s  e x p r e s s e d i n  
t r i l l i o n s  o f  c u b i c  f e e t .  As shown, t h e r e  i s  a l o t  o f  gas i n  t h e  F a r Eas t and 
M id d l e  E a s t . The a r r ow s f r om A la s k a  r e f l e c t  t h e  d i s t a n c e s  t h a t  N o r t h  S lope 
LNG wou ld be t r a n s p o r t e d  u s i n g  t a n k e r s  t h a t  a r e e s t im a t e d  t o  c o s t  2 . 4  b i l l i c n  
d o l l a r s .  The dashed l i n e  a c r o s s A la s k a  r e p r e s e n t s  t h e  5 . 4  b i l l i o n  d o l l a r  
p i p e l i n e  t o  V a l d e z ,  w h i c h , on an i n v e s tm e n t b a s i s ,  i s  e q u i v a l e n t  t o  add in g
7 , 6 0 0 m i l e s  t o  t h e  LNG s h i p p i n g  d i s t a n c e .  Thus , N o r t h  S lo p e gas i s  e f f e c ­
t i v e l y  11 ,000 m i l e s  f r om Japan . 11 ,0 00 m i l e s  i s  r o u g h l y  equa l t o  o n e - h a l f  
t h e  c i r c u m f e r e n c e  o f  t h e  e a r t h ,  t h e r e f o r e ,  a l l  e l s e  b e i n g  e q u a l ,  LNG f r om 
a lm o s t anywhe re i n  t h e  w o r l d  c o u l d  be d e l i v e r e d  more e c o n o m i c a l l y  t o  t h e  Fa r 
E a s t th an N o r t h  S lo p e gas .

The t a b l e  on my n e x t  c h a r t  p u t s  s h i p p i n g  d i s t a n c e s  and p o t e n t i a l  s u p p l i e s  f o r  
t h e  Far Eas t i n t o  p e r s p e c t i v e .  Shown a re v a r i o u s  c o u n t r i e s  a r r a n g e d by t h e i r  
d i s t a n c e  t o  J a p a n . Shown f o r  each c o u n t r y  a re i t s  e s t im a t e d  t o t a l  p ro v e n 
r e s e r v e s ,  t h e  r e s e r v e  w h i c h may be needed t o  meet c u r r e n t  c o n t r a c t s  assum ing 
t h e y  a re e x t e n d e d t o  t h e  y e a r 2020 , and t h e r em a i n i n g  u ncomm i t t e d r e s e r v e s .
As you can s e e , t h e r e  a r e 1 ,127 t r i l l i o n  c u b i c  f e e t  o f  uncomm i t t e d r e s e r v e s  
t h a t  a re e f f e c t i v e l y  c l o s e r  t o  Japan th a n Prudhoe Bay . T h a t vo lume i s  
r o u g h l y  33 t im e s  t h e  t o t a l  known r e s e r v e s  on t h e  N o r t h  S lo p e . Assum ing an 
e x p o r t  vo lume o f  14 m i l l i o n  t o n s o f  LNG pe r y e a r ,  t h e  s u p p l i e r s  c l o s e r  t o  Far 
E as t ma rke t s t h a n  t h e  N o r t h  S lope c o u l d  d e l i v e r  t h a t  vo lume f o r  o v e r 1 ,400 
y e a r s .



I wou ld n o t wan t t o  be i n t e r p r e t e d  as s u g g e s t i n g  t h a t  a l l  o f  t h e s e r e s e r v e s  
w i l l  be made a v a i l a b l e  t o  Fa r Eas t m a r k e t s soon o r  even e v e r .  Howeve r , i t  i s  
c l e a r  t h a t  s h o u l d  Far Eas t demand g row so t h a t  t h e  f u l l  TAGS vo lume o f  
J4 m i l l i o n  t o n s o f  LNG p e r y e a r  c o u l d  be accommoda ted , N o r t h  S lope LNG wou ld 
be t h e h i g h  c o s t  s u p p l y  i n  a p o t e n t i a l l y  o v e r s u p p l i e d  m a r k e t and t h u s ,  wou ld 
n o t be c o m p e t i t i v e  w i t h  o t h e r  LNG s u p p l i e s .  ( I t  s h o u l d be no t e d t h a t  i n  
Exxon ’ s v i e w , a s m a l l e r  7 - 8 m i l l i o n  t o n s o f  LNG p e r y e a r  p r o j e c t  wou ld be 
g r o s s l y  u n e c o n om i c . ) I t  i s  a l s o  c l e a r  t h a t  t h e r e  a re ample s u p p l i e s  o f  gas 
i n  o t h e r  c o u n t r i e s  t h a t  c o u l d  be c o m p e t i t i v e  i n  Fa r Eas t m a r k e t s .

C o n c l u s i o n

A l a s k a ’ s N o r t h  S lo p e gas r e s e r v e s a r e an im p o r t a n t  componen t o f  t h e  en e r g y 
f u t u r e  o f  b o t h  Exxon and t h e  s t a t e  o f  A l a s k a . On b a l a n c e , Exxon c o n t i n u e s  t o  
b e l i e v e  t h a t  an o v e r l a n d  p i p e l i n e  t o  t h e  l o w e r  48 s t a t e s  w i l l  be t h e  b e s t 
a l t e r n a t i v e  f o r  c o m m e r c i a l i z i n g  N o r t h  S lope g a s . In r e a c h i n g  t h i s  
c o n c l u s i o n ,  numerous a l t e r n a t i v e s  t o  b r i n g  t h e s e  r e s e r v e s  t o  m a r k e t have been 
s t u d i e d .  W h i l e  Exxon has s e r i o u s  r e s e r v a t i o n s  abo u t an LNG e x p o r t  p r o j e c t ,  
we wou ld n o t wan t t o  d i s c o u r a g e  anyone f r om p r o p o s i n g  p r o m i s i n g  a l t e r n a t i v e s  
f o r  c o m m e r c i a l i z i n g  t h e r e s e r v e s .  We w i l l  c o n t i n u e  t o  exam ine o p t i o n s  t o  
m a r k e t N o r t h  S lo p e gas c o n s i d e r i n g  t h e  m a rk e t f u n d am e n t a l s  a g a i n s t  w h i c h any 
p r o j e c t  mus t be t e s t e d .
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NAUTICAL 
MILES TO 
JAPAN

MALAYSIA 2500
VALOEZ 3400
AUSTRALIA 3700
IRAN 6800
NORTH SLOPE 11000 *

*  EQUIVALENT MILEAGE 
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INVESTMENT COSTS.
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EQUIVALENT TO 7600 MILES
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SOURCE OF RESERVE DATA.
ALASKA - ALASKA DEPT. OF NAT. RESOURCES "H ISTO R ICA L  AND 

"PROJECTED O IL  AND GAS CONSUMPTION". JAN 1909 
ALL OTHER - O IL  & GAS JOURNAL 12/26/B0

COSTS IN 1986* PER AAGS P R E F E A S IB IL IT Y  STUDY, MAY 1907 
DISTANCES PER "WORLD-WIDE MARINE DISTANCE TABLES". 1976
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POTENTIAL SUPPLIERS OF LNG TO FAR EAST MARKETS

APPROXIMATE 
NAUTICAL MILES

COUNTRY TO JAPAN

B rune i 2400
M a l a y s i a  2500
I n d o n e s i a 2900
T h a i l a n d  3000
U .S . - S o u t h  A la s k a 3400 
A u s t r a l i a  3700
Bang ladesh 4500
New Zea land 4800
P a k i s t a n  5800
Abu Dhabi 6300
Q a ta r 6500
Saudi A r a b i a  6600
I r a n  6800

Rese rves e f f e c t i v e l y  c l o s e r  t h a n N o r t h S lo p e :

ESTIMATED PROVED RESERVES (TCF) 
REQUIRED TO MEET 
EXISTING CONTRACTS

TOTAL IF EXTEND TO 2020 UNCOMMITTED

12 9 3
52 11 41
84 26 58
4 - 4
4 2 2
17 11 6
13 - 13
5 - 5
18 - 18
184 4 180
157 - 157
146 - 146
494 - 494

1190 63 [ H 2 7 |

33 TIMES THE KNOWN NORTH SLOPE 
GAS RESERVES. EQUIVALENT TO 
14 MT OF LNG (.8  Tcf) PER YEAR 
FOR OVER 1,400 YEARS.

SOURCE OF TOTAL RESERVES DATA:

- Sou th A la s k a & N o r t h  S lope - A la s k a Depa r tmen t o f  N a t u r a l Resou rces p u b l i c a t i o n
e n t i t l e d  " H i s t o r i c a l  and P r o j e c t e d  O i l and Gas Consump t io n " 
p u b l i s h e d  J a n u a r y 1989.

- A l l  o t h e r s  - O i l & Gas J o u r n a l 1 2 / 2 6 / 8 8  

DISTANCES PER "WORLD-WIDE MARINE DISTANCE TABLES", 1976




