


SENATE COMMITTEE REPORT

First Committee of Referral

DATE: 3/25/96 FURTHER:

DATE TURNED INTO OFFICE:

The Resources Committee considered CS FOR HOUSE JOINT RESOLUTION NO. 54(RES) am

Encouraging the lessees of Alaska's vast North Slope natural gas reserves to reach agreement
market gas.

and recommends: Senate BUI:
same title
(Tbe replaced witth ~ CS 6 KT/2. ) | | new title
House Bill:
[ ] adopt previous CS J [oKamc title
technical title
( ] attached amendmcnt(s) | new. SCR*
( 1 adopt Letter of Intent by _ .Committee
('] further referral to the . Committee
NEW FISCAL NOTELS): PREVIOUS FISCAL NOTEfS):*
)cpartrocnl Due  Zero Fiscal Department
[>aH

( )APPROPRIATION-no fecal note eInclude (Ueal note* accompanying G otmwr'i bill
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PAX MEMORANDUM
Adams, Morgenthaler and Company, Inc.

1 333 Denali. Suilc 100 Anchorftgc. AK 99503-1088 (907)279 0431
FAX (907) 272-5593

email amc9alaska.net

FAX: 465 3810 and 465-3799

DATE: 04/03/96 JOB NAME: Alaska NS Gas Line
TO: Alaska Legislature AMC JOB It- P057I

ATTN: Sen. Loicn l.cman and SIBJECT: GasLine Model

Rep Gene Kubina

FROM: Dave Adams
Number of Papes: 3

Dear SeN Leman urd Rep Kubinal

Thanks to you | received the actual financial mode! used by the Department of Revenue to model the gas
line. Asyou know, the model showed that OUr gas was too expensive for the market Unfortunately the
model simultaneously used three assumptions that were too high

Attached is a copy of the model as | received it Also attached is a reformatted copy with new uvsumptions
along the lines of what Yukon Pacific Corp. has been trying to tell us.

As >ou can see. the original assumptions resulted in a "bieak even price" of S4.99. whtch is well above
market Using the assumptions outlined in my February 21 letter to you. the price dropt to under $3.00
Using slightly more pessimistic numbers, the gas pnee still comes in near $3.00\ In a 53.50 wotld, that’s

important’
It looks like our gas is viable tn the market and should be produced without delay.

I erhaps the other projects being pursued by the companies Silting on our gas will yield more to the bottom
line for their shareholders, but they will return zero to Alaskans Ouronly stake it in our North Slope ga*.
Hit oil companies owe their loyalty to their shareholders, to be sure. Out our government owes its loyalty
to Alaskans 'V ho's in charge heie? Who’s interests take pnontv?

Please take assertive measures to get the Knowles Administration moving on this important issue. It was the
Administration's model that the Commissioner uted to show the pas line was not viable. The same model
should have the credibility to show that the line indeed is viable.

What ari wc waiting fot?

CC Jctf LowenleK, YPC

attachments

pt 1324t maihhr ipreaJthctl toyou jc you can play yr-ira*n "nhatift"
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pattern was much dvr *imc with little diange
monlh on month buta 9 6% rile yew on year.
January gas revenues were estimated to have
riven by £0.54m (SO.B3m) a day over December to
£2156m/d and were 7% upon January last year.

a TuAmcnlstan-Paklstan/Plpeltncs
Gazprom ‘joining Unocal lino'

Reports In official Turkmen media this week aald
Russian gas giant Gazprom waj planning to join
the project led by US Unocal to build an export
gat pipeline from Turkmenistan to Pakistan via
Afghanistan (ICR 293/16). Top officials from both
firms were said to have reached agreement for
Gazprom »o0 join the current 60/40 partnership
between Unocal and Delta oil company of Saudi
Arabia planning to build the line. However, a
Unocal offldal Mid talks remained preliminary
and would continue when a Unocal team went to
Moscow for further negotiations with Gazprom
and other Rusaian oU and gas firms.

Meanwhile, Afghanistan rlgned an agreement
with Argentina's Bridal on a rival project also
aimed at shipping Turkmen ga* via Afghan
territory to Pakistan. Bridis signed on behalf of
TAP Pipelines International, a group also
induding Turkmen, Afghan end Pakistani
Interests.

4 Turkmcnlstan-Japan/LNG-Plpelines

Turkmen LNG to Japan flagged

Turkmenistan could eventually export some 10m
tonnes (t) of LNG to Japan (naddition to gas
ehipped via a planned natural gas pipeline to
Japan, accordl; g to Turkmen oil and gaj minister
Esenov A.man Cddy. If the portof Turkmenhashi
on the Caspian See coast was revamped
Turkmen gas could be liquefied and ahlpped via
the Read Sea A feasibility study on the line by
Japan's Mlts”b'. hi, China's National Petroleum
Corp andlfixxoiOof the US was du« for
completioVin®ptembcT, said Esenov. If the 6,250
km project costed at an estimated J95ta was
canted out Initial Turkmen supplies to Japan
would nol be less than 25 Ban/yr. The ministry
earlier said Ithoped four-yew construction of the
Unewould start In 2000.

m Rustla/Companies

Gazprom/Lukoil ‘In battle’

Gas giant Gazprom and leading Russian oil major
Lukoil are in a battle to control the petroleum
products market In the Astrakhan region of

rPR-10-1996 11525

9072053100- 9-190740537991#

southern Russia In a struggle analysts believe
could spread elsewhere fn the country, Interfax
news agency reported recently. Regional official
uid Gazprom last yew started building petrol
sUtions In Astrakhan and neighbouring
Kalmykia. Previously only Lukoil had sold
products through both wholesale and retail
outlets while Gazprom unit Astrakhangazprum
limited Itself to sales via wholesalers. The new
Gazprom move forced Lukoil to cut petrol and
diesel price* by an average R100 (SO021)/litrc. As
well as gas, sulphur and chemicals, the Gazprom
unit produced about 1.5m tonneal/yr of
petroleum products, uld Interfax. This year it
planned to boost petrol and diesel sales to 0 6mt
and, according to company chief Viktor
Shchugotyev.opui 12 new petrol stations.

m Russia-Azerbaijan/Pipelines

Gaaline bloat noar Chachnya

A gas pipeline section In Russia’s Dagestan near
the Caspian Sea exploded last Sunday (10 March),
levering supplies for heating and cooking In nine
outof 39 Dagesttnl regions, according to the
Russian emergency »lhrations ministry. A half
metro section of the 1020 millimetre (40-Inch)
diameter line linking Mozdok In Russia's North
Ossetia with Azerbaijan was severely damaged, it
said. The explosion was latestofa number In the
region where separatist Chechen rebels have been
attacking energy Infrastructure. Both the
emergencies ministry and Interior ministry
declined to commenton cause of the weekend
blast.

Late last month supplies viaa line linking
Azerbaijan and Makhachkala and other towns
and villages in Csgeatan were resumed after by a
pipeline rupture in Russia's Chechnya. Itar-Tass
news agency quoted Dagestangazprom gas
company as saying the line had bm t ruptured
new the village of Shelkovskaya in Chechnya, 3
km from the Dagestan border, by an act of
sabotage.

m Russia/Pipelines

Gnslinoa hit by blasts

Continuing explosion and fire problems on
Russian gas pipelines, apart from Insurgency*
linked sabotage (*cr Kp*r%lt ttory), w nr
underlined by recent Incident* affecting
Chelyabinsk. Kaliningrad and Sakhalin regions. A
stretch of the Hukhara Urals line In Chelyabinsk
was damaged |; a blastand fire in latu February,
according to the regional ovil defence,
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By LEWM. WILLIAMS. JR
Foriht Daily N+t

Gov.TonyKnow lesasked (ourof
his cabinet officers to review how the
state can move ahead on marketing
North Slope natural gas.

Rep. Gene Kubina. D-Valdet. has
introduced a resolulio. 'encouraging
the lessees o( Alaska's vast North Slope
natural gas reserves to reach agreement
to market gas.*

The state House Special Committee
on Oil and Gas chaired by Rap. Norman
Rokeberg. R- Anchorage, and the House
Resources Committee charred by Rep.
Bill WIUicmi. D 'Saxnun. held heanngt
Thursday and Friday to seek informa-
tion aboutwhat is blocking marketing of
Alaska natural gts.

Jeff Lowenfds. president of Yukon
Pacific Corp.. which wants to transport
natural gas from Pntdhoe Ray to Vaidea
for sale to Paufic Rim markets, testified
Thursday. Representatives of the oU
companies testified Friday.

What'’s holding up building a trans-
Alaska natural gas pipeline and market-
ing another Alaska resource is simple.
The major oil companies ran't agree
among themselves. The solution to that
argument is easy if the state administrc
boo has the guts to do it—order what is
called integration of comptny rights in
the Prudhoc Bay oil pool so that no oil
company or companies has an unfair
advantage over others.

That integration can be done bv the
Alaska Oil and Gas Cooservaboo Com*
mission. But first there has to be cgres*
mer.t among the three commissioners.
David Johnston. David Norton and
Tuckerman Babcock. The commission-
ers currently disagree no how to pro-
ceed.

Johnston, the chairman, was ap-
pointed totheccmmisslcnbyGev.Sieve
Cowperand reappointed by Gev. Walter
ICckel Nortonltanew appointee. When
Gov. Tony Knowles appointed Norton,
a City of Anchorage staffer when
Knowles was Anchorage mayor, the
governor atordoncd « adllion, rlc failed
toteappoin’ longtime commission mem*
ber Russell Douglas. In the past, com*
miulonirs were reappcintea by gover-
nors to assure continuity in a highly
technical held. For the first time no
commission member has oU industry
exyertise.

Johnston and Norton want to hold
more hearings and have act one for April
11.The oil companies will be caper*rtt
U captain w.*,ether the current spec-

a must
UXo

meat among them is impeding oU and
gas recovery and wasting the resource;
and whether the commission should
order integration.

Babcock wants to order Integration
immediately because tht oil companies
have been dragging their feet, request-
ing hearing postponement after heariog
postponement.

Yukon PadAc is frustrated. It has all
of the permits It needs to proceed with
constructing a multi-billion dollar, 800-
mile gasline from Prudhre Bay to Valdei.
Construction will take seven years. It
has commitments from South Korea
and Taiwan to purchase the gas.
Lowcafela says that the Japanese won't

. commit until the oil companies and the
state agree on marketing the gas.

Agree? Last we beard the od and gas
on the North Slope belong to the people
of Alaska. Eleven oil companies have
contracts to remove the oil and sell It for
aprictto benefit Alaskansand make the
companies a profit.

What happened is thatin setting up a
ur,Hiring agreement (which uyi what
each company owns in Prudhoc Bay]|
the oil companies created a problem
. unique in Alaska and anywhere else in

the world. They did it with the state's

approval, whicn gives the eute some
obligation to untangle the mess.

The dmc was 1973. There was an cil
errhtrjoccs tmgashortage intht United
States. The oil companies were frantic
togetoil out of Pnidnoe 3ay. aswere all
Alaskans. The tute faced bankruptcy
and needed the revenue. Oil companies
couldn'tspec on the valua of gas from
thefieldso they put gasvalue aside until
later. 'Later* showed up la the 1990s
when t push began to market Alaska
natural gas.

Faskare to agm on the price of natu-
ral gas liquids exchanged tm ccr them-
selvesiswhatblocks mlIrkcbng of Alaska
natural gas. The dispute is over a rela-
tively urulk0.000 be-rcls of natural gas
liquids that move down the oil pipeline
each day with the more than million
barrels of oil. The dispute isnot over the
trillions of Cubic feet of gas envisioned
ton through e natural gas pipeline.

under the 1973 usudsiog agreement.
British Petrolrum [BP] was given the
right ta'Sl percent of the oil In Prudhoc
Bay Arts and Lm»» w«« given u.
percent each and the other nine devel-
oper, S percent. Conversely. Area and
Loon own the right to A* percent of the
uatuni gas (A2 percent each) and BP
only 14 percent. The other 2 percent
goo to tnc other nine companies. The
conflict laolntota over whether to mar-
ket 6 * natural gss cr reinsert it in ti*
pound totore*oot morecQ. Butthe real
conflictb ovtr aematavalue on the ras



uijuiuk >iuicu oy me companies since
oil production began In 1978.

The unlliring agreement runs until
2005 unlcu the state Oil and Gas Con-
servadooCommJulonfotceiagTtxmint
by Integrating ownership. Naturally,
the oil companieswould preferto reach
agreement among themselves, fearing
bow the state commission would assign

P

Gov. Knowles and his Department of
Natural Resources oppose immediate
integration. If Lhecommission agrees to
enforced Integrationitcould be enacted
by Dec. 31.There U little chance of that
because Knowles has been partial to-
ward the oil companies. They want
more time to negotiate among them-
selves. like until 100S. They probably
will get it, espctdJly after "“abcock’l
term runsout DecemberJ 1andKnowles
appoints another commissioner. That
means more delay in marketing Alaska
natural gas.

Expecting the oil companies toreach
agreement among themselves isunreal-
istic. Each side has filed conflicting
petitions with the Alaska Public Utili-
ties Commission and *>lih the OU and
Gai Conservation C,mmissicn. Each
has made diametrically opposite ap-
peals to the Department of Natural Re-
sources. BP is suing In Alaska Superior
Court for adeclaratory judgment in its
favor. Exxon and Area responded by
suing BP. Once an iaane is in court,
resolution is along time d-iwn the pipe-
line. meaning there is no light at the Kid
of the pipeline for Alaskans who want to
benefit from marketing Alaska natural
goa. tExcuac the cliches. We have to
insert something to make an issue inter-
esting that is otherwise as boring u itis
serious.)

As the result of this standoff, the oU
companies have stated Them will be
m major gas sale before ZOOS unless
-rwncrs agree otherwise/

We could add. 'thatunless Alaskans
become angry and force the Oil and Gas
Conservation Commission (and the gov-
ernor! to act/

It is reported that oil company offi-
cials ar.dtheir lawyers have been work-
ing in Houston for more than 2 months
on a program that they estimate may
take more than Il months. They are
iryng to reach egreement before they
fare enforced Integration.

They nave an incentive to agree
among tharaselvts because the Oil and
Gas Conservation Commission hasrun
out of patience and probably won't
postpone iu April 11 hearing. after
accumulating 23.000 pages in Itsinves-

tigation of the problem. There artfi] Jt
for some Investigative journalism to
determine to what talent the oil compa-
nies are ripping off Alaskans.

In the meantime, oil company repre-
sentatives are deflecting public atten-
tion from the real problem by saying the
state has to get its financial house in
order before It is economically feasible
to market Alaska natural gas. the don’t
acknowledge that selling Alaska gas
wil create revenue to dose the stale's
fiscal gap. They also distract from the
real issue by calliag for more favorable
legislation from the governor and the
legislature which. In effect, mean less
royalty to the state for marketing
Alaska j most valuable natural resource
—oil.

Marketing natural gas alio can help
Alaskans reduce their cost of govern-
ment and their living standards by mak-
ing natural pa available to villages and
towns throughout the state. That will
reduce the energy subsidy now paid to
villages to offset the high cost of ship-
ping trsoil for hut and energy.

Alaskans would use only a small
amount of the natural gas which can be
produced at Prudhoe Lay. Mott of it
would be soid overseas, meaning japan,
Korea. Taiwan and other purchasers
will be subsidising Alaska energy by
making the pipeline feasible.

Another important factor requiring
acme solution to the oil companies
stalemate it that within afew years oil
production will be allowed on the coastal
plain of the Arctic National Wildlife
Refuge.

ANWR development will be allowed
ifourcongraalonal delegttioncor.v.ncta
President Clinton to reverse his stand
ag*iost ANWR development, if Clinton
fails in his te<fection bid. or if Alaska's
powerful Sea. Ted Stevens Isre-eltried
and becomes chairman of the Senate
Appropriations Committer. The later is
the most likely scenario at tins time

With that ANWR tJ and gu poten-
tial added to the Prudhoe Bay produc-
tion. Prudhce gu haato be marketed to
make way for ANWR gu.

At the raise tunc ail of this gcea on.
the oil companies arc hedging their
beta, anticipating oo er.d to their dis-
pute. They arc working oq natural gas
projects elsewhere In the wvrid to get
gas 00 line before 2005. BP has three
new prospects itisworking oo in South-
east Asia, ocar New Guinea. Exxon la
working oasix | u projects Usthe Middle
East and Ruaa-a.

If e-rr ~pjavoaHBxdrthcod camps-
nics-wul ao longer be interested in
marketing Alaska gas. They will love
Alaskans whan the 00 u gone with a
*heOy* full of gas and no "antacid/



LEGAL SERVICES
DIVISION OF LEGAL AND RESEARCH SERVICES

LEGISLATIVE AFFAIRS AGENCY
(907) 405-3807 or 405-2450 STATE OF ALASKA
FAX (007) 405-2029 130 Soward Slreot. Sulto 409
Mail Stop 3101 Juneau. Alaska 99801-2105
MEMORANDUM April 10. 1996
SUBJECT: Draft SCS CSIIJR 54(RI-S). relating to a gas transmission line (Work

Order No. 9-LS0715\N)

TO: Senator Loren Leman. Chair
Senate Resources Committee  * N Fx

FROM: Jack Chcnoweth
Legislative CoiViscl

This draft committee substitute break”rleast two legislative rules and gives other reason
lor drafting heartburn.

Joint resolutions are to be treated as bills. Uniform Rule 49(a)(5). Under that principle,
arguably, establishment of the tiisk force ought to be noted in the resolution title. [lowever,
that would necessitate a resolution title change. Changes in the title in the second house are
usually accompanied by a concurrent resolution waiving appropriate Uniform Rules of the
Legislature in order to permit the title change. In this case, you've not indicated that you
want to treat with any of these matters, and | have ignored them.

Joint committees are to be established by concurrent resolution. Uniform Rule 21(b).
Certain specifics about the joint committee should also be addressed in the resolution.
Uniform Rule 21(c). This addition to HIR 54 does neither.

Other questions: How large the task force? Legislators only? Is provision being made for
an appropriation for the task force's work? When, specifically, docs the task force expire?

| 'nicss someone presses hard on the noncompliance with the first matter, these are not
failures or omissions of constitutional magnitude-only of noncompliance with the
appropriate legislative rules. The press and public may call the handling of it into account,
but the courts will not.

JBC:glc
96-220,glc

Enclosure



I'ONV_ KNOWI.K** , .. . POOo«t!000
OOVERNON t Junvitu AlLi*m 940110001
* 1007) 465-3500

F.u (907) 485 0532

State of Alaska
OFFICF OF THE GOVERNOR

JUNKAI!

February 12. 1996

Hie Honorable Norman Rokcbcre
Chair. House Oil and Gas Committee

Alaska State Legislature
Stale Capitol. Rotm 110
Juneau. AK 99811 -i 182

Dear Chairman Rokeberg:

As you may remember, several weeks ago | directed four members of my cabinet to
assess the steps necessary to develop, transport, and market Alaska’s enormous natural
gas reserves. As this process continues. | have requested Department of Revenue
Commissioner Condon to take the lead on behalfof my Administration.

llouse Joint Resolution 54 by Representative Gene Kubina has the support of my
Administration because it will play asignificant role in encouraging meaningful dialogue
between the various parties.

A project of this magnitude would have a tremendous impact on the stale’s economy,
providing nanvjobs and much needed state revenue. | urge your favorable
consideration.

Sincerely.



WORK DRAFT WORK DRAFT WORK DRAFT

9*LS0715\W -
Chenowcth
2/12/96

CS FOR HOUSE JOINT RESOLUTION NO. 54( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINETEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Rel/crred:

Spoosorfs): REPRESENTATIVES KUBINA, Green, Barnes, Nanrre, Mackie, Gnmcndorf, Phillips,
B.Davw, Willis, Sanders, Davies, Robinson. Rokcbcrg, Ojan

A RESOLUTION
Encouraging the lessees of Alaska's vast North Slope natural gas reserves to reach
agreement to market gas, expres?ing the legislature’s support for an Alaska North
Slope (ANS) gas transmission pipeline, and requesting the President of the United
States and the Governor of the State of Alaska to publicly support and take
action that will help expedite the construction of that system.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS Alaska has at least 26,000,000,000,000 cubic feet of natural gas reserves
in the Prudhoc Bay field and perhaps two to three times that amount of potential natural gas

reserves; and
WHEREAS, beginning in the period 2002 - 2005, there may be an increasing gap

between supply and demand for natural gas in the Pacific Rim; and
WHEREAS market and economic studies indicate favorable conditionsforthe sale of

liquefied natural gas (LNG) to these Pacific Rim markets; and
WHEREAS major permits for one possible pipeline route fromtheNorth  Slope to

Valdez have been completed; and

- CSHJR 54<
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WORK DRAFT WORK DRAFT WORK DRAFT

WHEREAS the sale of Alaska gas to Pacific Rim markets will improve the nation's
trade imbalance without adversely affecting other industries or labor and

WHEREAS the design, sourcing, and construction of a LNG project could infuse several
billion dollars into the United States economy; and

WHEREAS the construction of such a pipeline would provide approximately 10,000

temporary construction jobs for two years and over 600 permanent private sector jobs in Alaska;

and
WHEREAS the State of Alaska will earn substantial revenue each year from projected

gas sales, which would help fill the state’s fiscal gap; and

WHEREAS a gas pipeline across Alaska could make available environmentally friendly
energy along the pipeline route and encourage development that will increase local employment
and local tax revenue; and

WHEREAS the Alaska Municipal League’s 1996 policy statement includes the following
language: "The League, therefore, strongly encourages all potential participants in the project,
including the State of Alaska, to immediately convene to develop a unified proposal to present
to the Asian LNG buyers so that all Alaskans will directly benefit from this unique opportunity”;
and

WHEREAS natural gas stored as a cryogenic liquid is an efficient and safe means of
transporting large quantities of gas with no significant risk to the public; and

WHEREAS securing a market for Alaska North Slope (ANS) gas will be important;
there is strong competition for Pacific Rim markets from competing projects in Malaysia,

Austra'ia, and other nations; and
WHEREAS Alaska faces competition from other projects and must, therefore, move to

secure a place in Asian markets; and

WHEREAS Taiwanese and South Korean buyers have issued letters of intent to purdiase
ANS liquefied natural gas from Yukon Pacific Corporation; and

WHERE/VS Japanese buyers must also commit to buying ANS LNG to make an Alaskan

project feasible;
BE IT RESOLVED that the Alaska State Legislature respectfully requests the North

Slope natural gas lessees to intensify their efforts to establish satisfactory contractual
relationships for transportation and sale of ANS gas to Pacific Rim purchasers as soon as

economically possible; and be it

54( )
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WORK DRAFT WORK DRAFT WORK DRAFT

FURTHER RESOLVED that the State of Alaska respectfully requests the President of
the United States to demonstrate national support for an ANS gas transmission project to Asian
LNG buyers; and be it

FURTHER RESOLVED that the Governor is respectfully requested to

(1) assure the Asian LNG buyers that the state will provide continuity and
stability in regards to North Slope natural gas supply, tax structure, and regulatory policy;

(2) continue support of the Joint Pipeline Office, which administers an
innovative, efficient, and cost-effective permitting system; and

(3) meet with all parties to determine how the state can help facilitate the ANS
gas transmission pipeline; and be it

FURTHER RESOLVED that the Alaska State Legislature strongly supports the
construction of an ANS gas transmission pipeline and offers its assistance to the parties involved
in order to speed completion of an ANS gas transmission project.

COPIES of this resolution shall be sent to the Honorable Bill Clinton, President of the
United States; the Honorable AJ Gore, Jr., Vice-President of the United Slates and President of
the U.S. Senate; the Honorable Bruce Babbitt, Secretary of the Interior, the Honorable Ted
Stevens and the Honorable Frank Murkowski, U.S. Senators, and the Honorable Don Young,
U.S. Representative, members of the Alaska delegation in Congress; to John Snow, Chairman
and Chief Executive Officer, CSX Corp.; to Jeff Lowenfels. President, Yukon Pacific
Corporation; to Mike Bowlin, Chairman and Chief Executive Officer, Atlantic Richfield
Company, and J. K. "Ken" Thompson, President. ARCO Alaska, Inc.; to John Browne, Chief
Executive Officer, British Petroleum, and John Morgan, President, B.P. Exploration (Aiaska),
Inc.; to Lee R. Raymond, Chairman and Chief Executive Officer, Exxon Corporation, and Jim
Branch, Alaska Production Manager, Exxon Alaska; to Shigenobu Yamamoto, Consul General
of Japan; to Byuung Hak Min, Consul General of the Republic of Korea; and to Jyhyuan Lo.
Director General of the Republic of China.

-3- CSHJR 54( )



When politics precedes price

The Natuna
kigoest

lans to develop one of
the world's largest neu-
ral gas fields in Indone-
sian waters off llorneo
are evoking strong cmo
«ns in the region and in the
idustry
To its supporters, the Natuna
eld is a unique energy resource In
ip midst of the the world's fastest
rowing economies Its future reve
ties are tiadly needed tw Indonesia
Hut critics say the plan to exploit
le reserves off Natuna. an island
bout MOkrn north east of Singa
ire. will consume billions of dol-
<* of investment and produce gas
i costs well above current market
lices
The only point of agreement is
iat Natuna’s sire and complexity
take it* development one of the oil
idustry's most challenging projects
i date The field Is the largest
ndevelopeil hydrocarbon resource
i southeast Asia, comparable In
ire to Norway's Troll, western
uroj»0's largest gas field
Total gas volumes are around
10.000bn cubic feet, or C.000bn
uhlc metres Only a quarter of this
. useable, but even that would be
nough to meet Japan's total natu-
d gas needs for 17 years.
Plans to develop It have been
tudled since 1980 But in 199t
xxon the largest CS oil company,
ml Portnmtna. Indonesia’s state oil
umpany, launched a jomt partner-
hip to exploit the field, with the
tm of launching the eight-year con-
tructlon phase in 1997.
There I* little doubt of the polltl-
d will to develop Indonesia's natu
i] gas output, with the country's
.dance of payments suffering as oil
‘reduction has declined The Jak-
M« government has set up a series
*f high powered committees to get
he Natuna project moving. Invdlv-
ng some 10 ministers

field’s size ad
enges to date, say Manuela Sar:

Mr Jusuf Habibie, Indonesia's
ambitious minister of research and
technology, IS chairman of the
Natuna Project execution Team,
the most important of the commit
tees It— advisory team Includes
General Felsnl Tanjung. the power-
ful armed forces chief

"No one should underestimate the
determination of those Involved to
make it work." says an Industry
analyst familiar with the project

No big engineering contracts
have vet been issued, although Per
taminn officials say those compa
rues which have invested in Indon
i*sia or have a presence there will
rank among ftin- favourites if you
don’t fulfil this condition, youre
not In." notes one western diplomat

A leading role looks likely for
Amec, the UK construction com
pany which has tn-cri asked by Jak
arta to organise an engineering con
sortlum Amec is already
well established in Indonesia, work
ing on a joint venture with PAL.
the state-owned shipbuilder which
Is one of several strategic" Indus
tries that Mr Habibie takes an Inter
est in

However, sceptics In the oil Indus
try cast doubt on the viability of the
Natuna project In spite of Its loca
tion in the centre of an energy
hungry region its development has
proved troublesome

The main problem is lliat 71 per
cent of Its contents Is unwanted car
bon dioxide, a 'greenhouse gas"
associated with global warming
Extracting and disposing of it in an
environmentally acceptable way is
technically difficult and contributes
to the lon-cast development cost of
more than WObn. one of the most
exjx-nsivo gas projects over undir
taken

Some industry observers say |Vr
tamlna and Exxon will need to get
$150 ti per million HTI's for

Natuna gas  well above the pro
vailing price of 131170 for natural
gas landed In Japan, the biggest
energy markets in the region

Natuna officials are reluctant to
discuss pricing, and note that com
petltlveness can be measured 1l
other ways They believe that cus
tomors might be prepared to pay
extra to secure supplies closer to
home, rather than from potentially
less stable Middle Eastern lijuefied
natural gas suppliers

"We don’t use the word pre
mlum’.” says Mr Frill Voigt,
vice-president of Exxon s interna
tlonal gas division "And we don't
want a project th.tt toed* a pre
mlum We expert every project to
stand on its own “

Hut he adds there may b< many
factors to take into account in
deciding whether the project is via
ble "Profitability ts in the eye of
the beholder." ho says The Indent*'
stan government, for example, says
that there will he benefits for
Natuna island In the exploitation of
the gas field Tile project will bring
investment to the island, contribut-
ing to the economic development of
the remote urea

And Natuna officials believe they
can find "ways to share the pain"
To secure supplies from the region,
buyers might agree to pay higher
prices in the early years to reflect
the heavy initial costs of building
Infrastructure such as a harbour
airport and ‘own on Natuna Island

This might bp offset by the
phased development plan which
will defer other costs u,ntill later in

project Natuna® eventual
rapacity will tie 12 processing units
or "trains” producing 15m tonnes of
liquefied natural gas a year Hut
tnlttallv only two will be built out

of six scheduled for phase one
There Is also the possibility of
Increasing the project’s revenue In
the early years hy exporting the gas
to Thailand through an undersea
pipeline.

"It Is an appealing ldea." says Mr
Voigt, who foresees no major tech
nlcal problems in laying the 1,000
mile pipeline from the offshore plat
forms to Thailand

However. Nalur.i's backers have
yet to establish a market for the
field's gas No sales agreements
have been signed and without them
financing cannot begin

Mr fI' A'S Nayoan. senior exrcu
live vice president of Natuna Gas
field Development, the government
committee working on the details of
the project, says that IVrtamIna ha*
convinced potential buyers of the
project's technical feasibility Hut
commercial negotiations have yet to
begin Japan, the biggest buyer of
Indonesian natural gas, is the logi-
cal target. In November. 13 potrn
ttal Japanese buyers and financiers

Including Nissho Iwal. Marubeni,
Mitsubishi, three private Japanese
upstream oil companies and the
Japan National Oil Corporation -
were flown to the US for long brief
ings from Exxon on the technical
aspects of extracting Natuna'* car
bon dioxide

The plan is to dispose of It In an
aquifer, an underground rock for
matlon which stores gas or liquid
"We are satisfied that all their ques-
tions were answered.” says Mr
Voigt

Natuna executives believe grow-
ing concerns in Japan about the
future of nuclear energy could
enhance the attractiveness of natu-
ral gas in general and Natuna gas
m particular I don't want to bank
on vuch political changes." says Mr
Voigt, but "there could be more
ujnide than downside" for Natuna

conplexity makes it one of the iIndustry’s
¥ and Robert COI‘ZiI’?e/

other potential markets are
Taiwan and South Korea There
could also tv* future demand from
China, which "a few years ago was
not even a topic for conversation",
according to Exxon

Opjwnents of Natuna. meanwhile,
say tliai the priority bring accorded
the project will mpan that develop
mcnt of other gas discoveries in
Indonesia will be neglected Arm.
the US company, has discovered .1
promising gas field In Irian Jnya
with smaller reserves thought tn be
around between i.0Q0bn and
1VO00bn cubic feet and a carbon
dioxide content of only JO per cent

It would be very difficult to
launrh Natuna at the same tune at
Arm’s %]EW discovery1* *ays one
Jakarta bawd oil and gas executive
"Without Arm, Natuna wa* dIfDcult
but now frankly there is possibly a
much cheaper source «fgu whirh

Is much more profitable for

Indonesia “

N atuna will "compete
against whoever

stands up', says Mr

Vnlgt at Exxon For all

its complexity. It has
one clear advantage Its sire will
guarantee the country* role as a
leading supplier of liquefied natural
gas well into the 2lst century.

Mr Nayoan says that Natuna is
"on track and on time", but ana
iysts say several big Issues need In
be rolved soon One ts to sign up
buyers for the gas before construe
Hon begins next year

Mr Voigt says Natuna is "much
closer lo the point of making
arrangements with the markets"
than commonly thought, but hr
declines to be drawn on timetables
We won't be held hostage to
self Imposed deadlines, h* vxyx



Another priority I* lo ainre lit*
sjulfy structure for tin* project 1Vr
lamina anil Exxon each have .l 60
oer cent rtink* but are Keen to
'livolvt others lo spread (Ih* rink

Moltll Oil of the IIS Is nei.’otlalliu:
or .1 1ft iter rent share Dial would
o.ne nut of [*ertamlnu's Interest,
lajmnose companies are also Inter
esled In Jurt of I'ertamlna’s slake,
dthouuh tiet’ollallons will not start
mill agreement has been reached
slth Mobil The idea is (hat Certain
na would be left with an Il per
mut holding in the project.

Ih wever, there Is confidence
imotlK those 'nvolved In the project
hat issues such as these can be
rsojvrd Tire heavy political com
nltment of Jakarta to Natuna
neans that It ts seen as much as a
evmbol of nallonal prrsllue as a
ornmertial venture If Indonesia ts
o0 secure the leading role as a natu
al fas supplier fo Asia, failure ts
lot an optton

Uti

Natuna: a prestige project
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TAGS Comopetition is O ther
Undeveloped Ga$ Fields in

Annual Volume

Qatar (Qatargas & Rasgas) G'JOMV”-A
Indonesia (Natuna Island) JSMMFA

Sakhalin (Russia)
Yemen

Papua New Guinea
Oman
A ustralia

Irian Jaya

Each host country (together with the private gas producers shozon above) is

actively promoting its project as the next post-2000 LNG supplier to Asia.
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SENATE CS FOR CS FOR HOUSE JOINT RESOLUTION NO. 54(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor!*): REPRESENTATIVES KUBINA, (Jrtrn. Barnes, Na»«rrr, Mnckle, Crtmmdorf. Phillips,
It.DavU, Willi*, Sanders, Davies, Robinson. Rnkcbcrjr. Ouan. Kott. Foster. Masek. Williams. Thcrriault,

Isan
SENATORS Pearce, Lincoln, Frank

A RESOLUTION
Kncotiruging the lessees of Alaska's vast North Slope natural gas reserve* to reach
agreement to market gas, expressing the legislature's support for an Alaska North
Slope (ANS) gas transmission pipeline, and requesting the President of the United
States and the Governor of the Slate of Alaska to publicly support and lake
action that soil help expedite the construction of that system.
BE IT RESOLVED BY THE LEGISLATURE OF THE SiATE OF ALASKA:

WHEREAS Alaska has a( least 26 trillion cubic feet of natural gasreserves inthe

Prudhoc Bay field and perhaps two to three limes that amount of potential natural gas reserves:
and

WHEREAS, beginning in the period 2002 - 2005. there may be an increasing gap
between supply and demand for natural gas in the Pacific Rim: and

WHEREAS market and economic studies indicate favorableconditions for thesale of
! liquefied natural gas (LNG) lo these Pacific Rim markets: and

WHEREAS major permits for a pipeline route from the North Slope to Valdez have
been completed: and

|- SCS CSIUR 54IRES)
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WHEREAS the sale of Alaska gas to Pacific Rim markets will improve the nation’s
trade imbalance without adversely affecting other industries or labor; and

WHEREAS the design, sourcing, and construction of a LNG project could infuse several
billion dollars into the United States economy; and

WHEREAS the construction of such a pipeline could provide approximately 10,000
temporary construction jobs for two years and over 600 permanent pr ale sector jobs in Alaska,;
and

WHEREAS the State of Alaska will cam substantial revenue each vcar from projected
gas sales, which would help fill the state’s fiscal gap; and

WHEREAS a gas pipeline across Alaska could make available environmentally friendly
energy along the pipeline route and encourage development that will increase local employment
and local tax revenue; and

WHEREAS the Alaska Municipal League’s 1996 policy statement includes the following
language: "The League, therefore, strongly encourages all potential participants in the project,
including the Slate of Alaska, to immediately convene to develop a unified proposal to present
to the Asian LNG buyers so that all Alaskans will directly benefit from this unique opportunity";
and

WHEREAS natural gas stored as a cryogenic  liquid is an efficient andsafe means of
transporting large quantities of gas with no significant risk to the public; and

WHEREAS securing a market for Alaska North Slope (ANS) gas will be important;
there is strong competition for Pacific Rim markets from competing projects in Malaysia.
Australia, and other nations; and

WHEREAS Alaska faces competition from other projects and must, therefore, move to
secure a plucc in Asian markets; and

WHEREAS Taiwanese and South Korean buyers have issued letters of intent to purchase
ANS liquefied natural gas from Yukon Pacific Corporation; and

WHEREAS Japanese buyers must also commit to buying ANS LNG to make an Alaskan
project feasible;

BE IT RESOLVED that the Alaska State Legislature respectfully requests the North
Slope natural gas lessees to intensify their efforts to establish satisfactory contractual
relationships for transportation and sale of ANS gas to Pacific Rim purchasers as soon as

economically possible; and be it

SCS CSHJR 54(RES) 2-
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FURTHER RESOLVED that the Slate of Alaska respectfully requests the President of
the United States to demonstrate national support for an ANS gas transmission project to Asian
LNG buyers; and be it

FURTHER RESOLVED that the Governor is respectfully requested to

(1) assure the Asian LNG buyers that the state will provide continuity and
stability in regards to North Slope natural gas supply, tax structure, and regulatory policy;

(2) continue support of the Joint Pipeline Office, which administers an
innovative, efficient, and cost-effective permitting system;

(3) encourage the private developers of the gas pipeline and the state's labor
forces to develop an Alaska hire agreement for the ANS gas transmission project; and

(4) meet with all panics to determine how the state can help facilitate the ANS
gas transmission pipeline; and be it

FURTHER RESOLVED that the President of the Senate and the Speaker of the House
of Representatives. Alaska State Legislature, appoint an interim working group to track progress
and assist the transportation permit holder, the working interest owners of the Prudhoc Bay and
Point Thompson units, and the administration in developing a unified proposal for presentation
to the Asian market; the legislative interim working g'oup shall report on the status of the
project and any proposed legislative actions to the Resources Committees of the Alaska House
of Representatives and Alaska Senate by February |, 1997; and be it

FURTHER RESOLVED that the Alaska State Legislature strongly supports the
construction of an ANS gas transmission pipeline and offers its assistance to the parties involved
in order to speed completion of an ANS gas transmission project.

COPIES of this resolution shall be sent to the Honorable Bill Clinton. President of the
United States; the Honorable Al Gore. Jr.. Vice President of the United Stales and President of
the U.S. Senate; the Honorable Bruce Babbitt. Secretary of the Interior; the Honorable Ted
Stevens and the Honorable F'ank Murkowski. U.S. Senators, and the Honorable Don Young.
U.S. Representative, members of the Alaska delegation in Congress; the Honorable Tony
Knowles, Governor of Alaska; to John Snow. Chairman and Chief Executive Officer, CSX
Corp.; to Jeff Lowcnfcls. President, Yukon Pacific Corporation; to Mike Bowlin. Chairman and
Chief Executive Officer, Atlantic Richfield Company, and J. K. "Ken- Thompson. President,
ARCO Alaska, Inc.; to John Browne. Chief Executive Officer. British Petroleum, and John
Morgan. President. B.P. Exploration (Alaska). Inc.; to Lee R. Raymond. Chairman and Chief

3- SCS CSIIIR A1RESI
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Executive Officer, Exxon Corporation, and Jim Branch, Alaska Production Manager, Exxon
Alaska; to Shigcnobu Yamamoto, Consul General of Japan; to Byuung Hak Min, Consul General
of the Republic of Korea; and to Jyhyuan Lo. Director General of the Republic of China.
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State Capitol

Official Business Juneau AK 99801
MEMO
TO: Legal Services
via fax: X2029 this page
FROM: Annette Krcitzcr, Aide to
Senate Resources
DATE: April 9, 1996
RE: CS HJR 54: Favor Trans-Alaska Gas System & LNG Sales

Please create a Senate Resources committee substitute for HIR 54 that incorporates the
following resolve:

Be it further resolved that the President of the Seoatc and the Speaker of the House
appoint an interim working group on North Slope gas commercialization. The purpose of
the working group is to track progress and assist the transportation permit holder, the
working interest owners of the Prudhoc Bay and Point Thompson units, and the
Administration in developing a unified proposal for presentation to the Asian market. The
legislative interim working group will report on the status of the project and any proposed
legislative actions to the House and Senate Resources committees by February 1,1997.



. APR-09-2002 15:12 P.02

»

DRAFT

CSlanguage for HIJR 54

Be itfurther resolved thatthe Afaakft-heglslature requests the-President
ofthe Senate and the Speakerofthe House fafrappointa¥W -parti5an
interim working group on North Slope gascommercialization. The
purpose of the working group isto tradeprogress and assist the
transportation permitholder, the working interestownerspfthe
Prudhoe Bayand PointThomopson units,and the administration in
developing a unified proposal for presentation to the Asianmarket. The
legislative interim working group will reporton the status of the project
and any proposed legislative actionsto the House and senate Resources
Committees atthe beginning of the 1997 Legislative session.

TOTAL P.02
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Alaska State Legislature

Dutij Sri0< Representative Eugene Kubina Irgim
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Sponsor Statement

HJR 54-Marketing of North Slope Gas

The marketing of North Slope natural gas, and the construction of a
transportation pipeline, could be the most significant industrial project to be
undertaken in Alaska for decades to come.

The financial returns to the state would be significant: 10,000 temporary
construction jobs, over 600 permanent private sector jobs, and substantial
revenues per year from gas sales to help address the state’s current fiscal gap.

HJR 54 addresses four key issues concerning this project:

First. HIR 54 requests the President of the United States to include an
Alaskan gas line as part of our nation's trade issues. North Slope gas sales
could improve the nation's trade balance by an estimated four billion dollars

per year.

Second. HJR ™4 places the Alaska State Legislature on record as requesting the
Governor of Alaska to give the creation of a gas pipe line a top priority within
his Administration.

Third. HJR 54 indicates the strong support by the Alaska State Legislature to
see the marketing of North Slope natural gas and the construction of a gas
transmission pipeline and related facilities.

Fourth. HIJR 54 encourages the establishment of an immediate North Slope
natural gas forum between the various principles involved in the oil and gas
industry (both in production and transportation), the state government, and
the federal government.

There are many questions that need to be answered about the development
and marketing of the vast fields of natural gas on the North Slope. Given the
ownership issues, the complex market factors, and the various timelines



HJR 54 Repr«.  Unlive Gene Kubina

faced, it is crucial that an ongoing formal dialogue between the various
parties be established to help resolve the various issues.

Of key importance here is timing. The global market for natural gas is quite
competitive, and there are a number of new projects being considered to meet
international demands within the next decade. If Alaska is going to compete
for this natural gas market, immediate steps to begin the process may be
necessary. That is the goal of House Joint Resolution f t.

End of statement.
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THE WHITE HOUSE

WASHINGTON

March 12, 1996

Dear lovernor Knowles:

Thank you for your recent letter regarding
developments in the Alaskan natural gas project

I have followed with interest your efforts to
move this project forward because 1 believe the
development of Alaska®s North Slope will bring
income and job growth to your state. As you
know, I am committed to promoting U.S. exports
of gocds and services throughout the markets of
the Asia Pacific region. This growing market
presents a real opportunity for expanding
exports, and I°'m confident Alaska can compete
effectively against other potential natural gas
suppliers. Prime Minister Hashimoto 1is
interested in closer economic ties with the
United States, and I will encourage Japan to
look to Alaska as a reliable supplier of LNG.

I wish you success 1in your efforts to promote
Alaska, 1its people and its resources.

Sincerely

The Honorable Tony Knowles
Governor of Alaska

P.0. Box 110001

Juneau, Alaska 99811-0001
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March 22, 1996

The Honorable Eugene Kubina
Alaska State Legislature
Alaska State Capitol

Juneau, Alaska 99801*1182

Dear Representative Kubina:

As Vice President of Exxon Company, U.S.A. Natural Gas Department, Iam
responsible for marketing Exxon's domestic gas resources and would like to
respond to several of the issues raised in your March 14 letter to

Mr. James Branch.

Exxon is fully complying with its lease obligations to the State of Alaska and
takes those obligations very seriously. Exxon alone has spent over $90 million to
date seeking to commercialize its North Slope gas reserves. Exxon continues to
work jointly with ARCO and BP to pursue the optimum development of Prudhoe
Bay oil and gas reserves. The three companies recently completed a joint study
that identified ways to reduce the cost of an LNG project. The study concluded
that an Alaska LNG export project is not economically viable at this time.

Results of that study have been reviewed with the Administration and

Legislature. Joint studies are continuing with the ni3jor focus being work with the
State to develop adequate and certain fiscal terms.

Many of the concerns raised in your letter appear to be based on press articles
relating to the Natuna project in Indonesia. Exxon is very interested in
commercializing all of its resources and progressing all of its potential projects.
Very large resource development projects, wherever located, require extensive
technical plans, lengthy construction programs, and substantial capital
investment long before revenues begin. Each has its own unique characteristics
which impact its feasibility and simple comparisons of projects are difficult.
However, all successful LNG ventures require long term, predictable
arrangements among governments, investors, purchasers and financiers. The
Indonesian government, Pertamina (the Indonesian national oil company) and
Exxon have negotiated over a period of more than five years to dovelop and
arrive at supportive fiscal terms for a Natuna project. That is only one of the
many steps necessary for commercialization of an LNG project. The article
attached to your letter notes that Natuna (like Alaska) has much to overcome
before becoming commercial.
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The Honorable Eugeno Kubina -2 - March 22. 1996

The conclusion of th* recent study by Exxon, ARCO and BP that an Alaska LNG
export project is not economically viable at this time is consistent with that
reached by the Administration based on its independent study and
communicated in a January 22, 1996 report to Governor Knowles. Exxon will
continue to work cooperatively with ARCO and BP to further reduce the cost of
an Alaska project and will work with the State of Alaska to develop adequate and
certain fiscal terms necessary for a project of this size. In addition, Exxon
maintains frequent contact with the Far East market and is keeping that market
aware of Exxon's interest in and efforts to commercialize the gas resource in
Alaska.

I have asked Mr. Branch to personally deliver this letter and to clarify these
issues as well as answer any other questions you may have.

Sincerely,

M

¢ - Governor Tony Knowles
Members of the Alaska State Legislature
The Alaska Congressional Delegation
Commissioner John Shively
Commissioner Wilson Condon
Commissioner William Hensley
Attorney General Bruce Botelho
Alaska Oil and Gas Conservation Commissior
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Mr. James F. Branch, Production Manager
Exxon Company, USA

P.O. Box 196601

Anchorage, Alaska 99519-6601

Dear Mr. Branch:

| am enclosing a copy of the March 7, 1996 edition of the Financial Times.
Even the most cursory review of the article reveals that Exxon is seriously
pursuing the $40 billion dollar Indonesian Natuna project.

This comes as quite a surprise given your company's position that the
Alaska/North Slope liquefied natural gas (LNG) project is too expensive and
the market window projected by Yukon Pacific is premature. Yet, it is dear
that Exxon is aggressively promoting a more expensive LNG project to serve
the same market and the same market window as the Alaskan project. | am
more than extremely concerned that Alaska’s largest North Slope gas holder
is promoting an alternative project that is not in Alaska’s best interest.

| am reminded that Exxon did not accompany the other two major North
Slope producers on their trip to the Asian markets in October of 1995. | am
also reminded of Mr. Judd Miller's testimony before the legislature that
Exxon has five ether liquefied natural gas projects that compete with an
Alaska/North Slope Gas Project. Needless to say, | am very concerned.

In fact, | believe that there is a growing belief among many of Alaska's public
policy makers that your company is not living up to its obligations under
your state leases.

Mr. Branch, let me be very candid here. Ilow can Exxon market Indonesia’s
$10 billion dollar LNG project so actively and yet remain adamant that
Alaska's $13 billion dollar LNG project is not economically viable. Ilow can
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your company rationally market $5 dollar gas from Indonesia and yet say that
Alaska's $4 dollar gas is too expensive?

| believe that | am speaking for an increasing number of Alaskans in saying
that it is time for the Exxon management to clarify a very fundamental point:
in brief, how do your actions in Indonesia reconcile with your legal
obligations under applicable lease law, your leases, and your North Slope
Unit Agreement?

| sincerely hope that your response to my inquiry will be forthcoming.

Sincerely,

District 35
GK/tvb

c.c.. Governor Tony Knowles
Members of the Alaska State Legislature
The Alaska Congressional Delegation
Commissioner John Shively
Commissioner Wilson Condon
Attorney General Bruce Botelho
Alaska Oil and Gas Conservation Commission
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BRISTOL BAY BOROUGH
RESOLUTION NO. 96*11

A RESOLUTION EXPRESSING SUPPORT FOR AN ALASKA NORTH SLOPE (ANS™
GAS TRANSMISSION PIPELINE AND URGING THE GOVERNOR OF THE STATE OF
ALASKA AND THE ALASKA LEGISLATURE TO SUPPORT AND TAKE ACTION THAT
WILL HELP EXPEDITE ITS CONSTRUCTION.

WHEREAS, House Joint Resolution No. 54, a resolution encouraging and supporting the
construction of an Alaska North Slope gas transmission pipeline, hts been introduced for
consideration by the Alaska State Legislature; and

WHEREAS, the vast reserves of proven natural gas in the Prudoe Bay and associated
North Slope oil and gas fields, if developed, will provide many new jobs and substantial
revenues for the State of Alaska; and

WHEREAS, the Alaska Municipal League’s 1996 policy statement strongly encourages all
potential participant? to immediately convene to develop a unified proposal to present to
tho Asian LNG buyers so that all Alaskans will directly benefit from this unique opportunity;
and

WHEREAS, time is of the essence in securing a market for Alaska North Slopo gas
because (1) a market window is oxpected to develop in the Asian Pacific within the next
few years, and (2) if gas sale contracts are not signed during this period, it appears that
Alaska will rot have another opportunity for large volume gas sales for at least another
decade; and

NOW, THEREFORE, BE IT RESOLVED that the Bristol Bay Borough Assembly
respectfully urges the Governor of the State of Alaska to take steps and support efforts
that will help to assuro the construction of tho Alaska North Slope gas pipeline, and

BE ITFURTHER RESOLVED that the Alaska State Legislature cooperate and offer its
assistance to all parties involved in order to help asscre and speed the construction of the
Alaska North Slope gas pipeline

ADOPTED by a duly constituted quorum of the Bristol Bay Borough Assembly this *th

day of kabch ,1996
INWITNESS THEREOF:



BRISTOL BAY BOROUGH
RESOLUTION NO. 96-10

A RESOLUTION IN SUPPORT OF THE FORMATION OF A BRISTOL BAY
ALTERNATIVE ENERGY TASK FORCE.

WHEREAS, all Bristol Bay communities are currently dependent upon high-cost diesel-
power generated electricity to service area residences, schools and businesses; and

WHEREAS, the recent 15% cut made to the Power Cost Equalization Program in rural
Alaska has increased costs for area residents, schools and businesses; and

WHEREAS, reductions in State spending are expected to result in additional cuts in the
Power Cost Equalization program; and

WHEREAS, the Bristol Bay Native Asscciation requested that the Governor establish a
Bristol Bay Aiternativo Energy Task Force to develop recommendations on alternative
energy sources for Bristol Bay communities;

NOW, THEREFORE, BE ITRESOLVED that the Bristol Bay Borough Assembly supports
the establishment of a Bristol Bay Alternative Energy Task Force and rr commends that
representatives from Bristol Bay businesses, native organizations, local governments and
other interested entities meet together to discuss the formation and implementation of such
a task force.

ADOPTED by a duly constituted quorum of the Bristol Bay Borough Assembly this 21st
day of February, 1996

INWITNESS THEREOF:

Mayor
ATTEST:
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DENALI BOROUGH, ALASKA

RESOLUTION NO. 96-03

A RESOLUTION IN SUPPORT OF HOUSE JOINT RESOLUTION NO. 54.

WHEREAS, Alaska hac 2S5,000,000,000,CCO cubic feet of proven natural gas
reserves in the Prudhoc Bay and associated North Slope oil and gas
fields and perhaps two to three times that amount of potential natural
ga3 rosorvcs; and

WHEREAS, a determination fias been mado that at least one possible
pipeline route is feasible, and action on permits for that route has
boon completed; and

WHEREAS, tho construction of such a pipeline would provide 10,000
temporary construction jobs and over 600 permanent private sector jobs
in Alaska; and

AND WHEREAS, a gas pipeline across Alaska will make available
onvironaontally friendly onorgy along tho pipeline route and encourage
development that will 1increase local employment and local tax rovonuo.

HOW THEREFORE BE IT RESOLVED: Tho Donall Borough Assembly supports Houso
Joint Resolution 54, a resolution that urges tho lossoou of Alaska“®s
North Slope natural gas resorvos to move promptly forward in reaching an
agrcoonnt to narkot Alaska®s natural gas.

PASSED and APPROVED by the DENALI BOROUGH ASSEMBLY this LOUI
day of March 1996.
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February 9, 1996

Representative Norman Rokeburg, Chair
House Oil and Gas Committee

Alaska House of Representatives

Room 110 State Capitol

Juneau, Alaska 99801-1182

Dear Representative Rokeburg:

We are writing to you in support of HJR 54 regarding the North Slope’s natural
gas reserves to market gas and develop a gas transmission line. Although the
Alaskan Municipal League has no4taken a specific position on 1UR 54,1have
attached an excerpt from the League's policy statement regarding municipal
support for the development ofa North Slope to Valdez Natural Gas Pipeline. The
League strongly endorses the construction of natural gas pipeline and associated
liquefied natural gas facilities at the earliest date.

Executive Director

Enclosures

cc:  Paul Fuhs
Legislative Cmmittee, Land Use, Resources, & Economic Development
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VALDEZ CHAMBER OP COMMERCE
VALDEZ, ALASKA
RESOLUTION NO. 95-03

A resolution of the board of directors of the
Chamber of Commerce of Valdez, Alaska vrepresenting
its membership of which tho majority consists of
businesses operating 1In our community and surrounding
aroas, supporting the construction of the natural gas
pipeline in the corridor established by the existing oil

pipeline.

Whereas, the state of Alaska is currently reviewing 1its
financial position and attempting to balance the budget,

Whereas, the timelinefor start up operations would be
accolerated due to tho existing infrastructure and permits in hand,

Whoroas, the earlier operations date would bring new
revenue dollars 1into the state coffers through taxation and
production that would assist with balancing of the state budget,

Whereas, the economies of more communities would benefit
by use of the existing corridor,

whoroas, an ice free port ontry for the shipping vessels
reduces tho potential risk factor,

Whoroas, tho safety response equipment, levels of
expertise already 1in oxistencu in Valdez 1is proven, tested,
effective and efficient reduces catastrophic state wide impact,

Whoroas, this route minimizes the need of any new
excavation of land,

Whoroas, use of the existing corridor would draw 1loss
criticism from environmental and animal activist groups that would
impact the tourism industry of our state,

Thoroforo, lot it bo resolved tho Vaiacz Chamber of commerce
supports and ondorsos tho construction of a natural gas lino in tho
corridor alroady ostabliohcd by tho oil pipeline constructed for
transportation of oil.

PASSES AND APPROVED BY THE BOARD OP DIRECTORS OP THE
VALDEZ CHAMBER OP COMMERCE OP VALDEZ, Alaska, this 11th
day of July, 1995.

Valdez Chamber of Conmorco ATTEST:

David Buckt Chairman an Stewart, Prosidont
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February 8,1996

Representative Norm Rokebag
Chairman, Howe Oil and G u Committee
%

Dear Chairman Rokebcrg:

The Southwest Alaska PiloU Association ropporu HJR 54, which encourages the legislature and
administration to do all they can to help support construction ofa trans-Alaska pipeline system

to Valdez for the export of Alaska North Slope natural gas.

The Southwest Alaska Pilot* currently provide pilotage services to tankers calling on Prince
William Sound and Cook Inlet. We ViEW constructiog ot a natural gas transportation system as
an important work opportunity for us in safely piloting LNG tinkdrs irrlo Alaskan waters. We
currently pilotthe LNU ships into the Phillips Petroleum facility in Kctui. LNG is a clean cargo,

and in ou. experience, the shipsare well maintained and professionally opcn’ed.
This project ts also important for all the people of Alaska because ofthejobs it would create, the
state revenue* it would generate, and the positive effects it would have oo Alaskan communiUto

near the pipeline com dor which would have access to the gas

Thank you for your efforts and ibe efforts ol other leg]..aim and administration officials in

helping bring this project about

Sincerely,

Captain AJ. Jovlyo
President, SWAPA

TOTft P.07
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Introduced: 02/12/96
Drifted by: J.RC.

RESOLUTION OF THE CITY AND BOROUGH OF JUNEAU, ALASKA
Serial No. 18U6

A Resolution Encouraging Lessees of North Slope Natural Gas
Reserve* to Reach a Gas Marketing Agreemeat, Expressing Support
by The City and Borough ofJuneau for an Alaska North Slope Gas
Transmission Pipeline, and Requesting (be President of the United
States and the Covernor of the State of Alaska to Support and
Expedite Construction of Such Pipeline.

WHCKEAS. Alaska has 26 trillion cubic feet of proven natural guv reserves in the Prudhoc
Bay and associated North Slope oil and gas fields and even more in porcnual natural gas
reserves, and

Whereas, by the aid of this century, there will be u significant and increasing gap
between supply and demand for natural gas in developing countries in the Pacific Rim, and

Whereas, market and economic studies indicate favorable conditions for the sale of
North Slope gas to tltoe Pacific Rim market*, and

Whereas, the sale of Alaska gas to Pacific Rim markets will improve the nation’s
balance of trade, and

Whereas, the design, sourcing, and construction of a gas transmission line connecting
the North Slope to southern markets will infuse substantial funds into economics througdmut
the United Stales, and

Whereas, the construction of *ueh a pipeline would provide thousands of temporary
construction job* and hundreds of permanent private sector jobs in Alaska, and

Wht.reas, income to the State of Alaska from gas sales, which would help fill the stale
fiscal gap, and

Whereas, a gas pipeline acrovs Alaska would provide energy along Ihe pipeline route

and encourage dcvclopnrent that wA>uld increase local employment and local tax revenue, and
FEB-09-1996 09!40 p.



WHEREAS, the 1996 policy statement of the Alaska Municipal League states that some
Asian buyers have issues! letters of intent to purchase Alaska North Slope liquefied natural
gas, that others could do so upon receipt of certain commitments from sellers, and that
Alaska should take .advantage of this window of opportunity before it closes;

NOW,Therefore, Be nrResulvf.d dvthc Assembly orthe City and Borough of
Juneao,Alaska:

Section 1 That the Assembly of thc City und Borough o f Juneau supports ell'orts by
North Slope natural gas lessees to establish satisfactory contractual relationships for
transportation and sale of Alaska North Slope gas to Pacific Rim purchasers as soon as
possible.

Section 2.  That the Assembly o f the City and Borough of Juneau respectfully requests
the President of thc United States to demonstrate national support for an Alaska North Slope
gus transmission project

Section 3. lliat thc Assembly ofthe City and Borough of Juneau respectfully requests
that the Honorable Tony Knowles. Governor of tire Slate of Alaska:

(1) assure Asian buyers of Alaska North Slope liquefied natural gas that the .state
appreciates thc value of continuity and stability in thc supply and pricing of North Slope
natural gas;

(2) continue support of die Joint Pipeline Office and its efforts to administer an
innovative, efficient, and«  effective permitting system; and

(3) meet with all parties to determine how the slate can help facilitate the Alaska
North Slope gas transmission pipeline.

Section 4. "Hun the Assembly offers its assistance to the parties involved in order to
speed completion of an Alaska North Slope gas transmission project.

Section 5.  That the Clerk shall distribute copies of this resolution to thc | lonnrablc
Bill Clinton. President of the United Slates; thc Honorable Tony Knowles, Governor of the
State of Alaska, the Honorable Ted Stevens und thc Honorable frank Murkowski. U.S.
Scnulurs; the | lunorablc Ifon Young. \ IS. Representative; thc Honorable Jim Duncan late
Senator, juid the Honorable Kim blton and the Honorable carcn Robinson, -late
Representative*.

2. Rti. 1806
FEB-03-1996 09:.U P .05



Section 6.  Effective Date. This resolution shall lie effective immediately upon
adoption.

Adopted this dayol 1996.

Mayor

Altest:

Clerk

Res. 1806
FEB-09-19% 09M1 P.05
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By: Den LaSota
HanK Hove

Jay Quakonbush
Karen Pair
t’Ob Logan

Pauf Chlzmar
Layry *St John
Che yl Kilgore

Hank Bartos

Ladd McBride
Larry Had -mmlller

Introduced: 01/25/96
Adopted 01/25/90

RESOLUTION NO. 96-000

A RESOLUTION SUPPORTING HOUSE JOINT RESOLUTION NO. 54 PENDING IN
THE LEGISLATURE OF THE STATE OF ALASKA PERTAINING TO THE
DEVELOPMENT OF THE TRANS-ALASKA GAS PIPELINE AND LIQUID NATURAL
GAS SALES

. WHEREAS, HJR 64 ha« bean introduced in the Alaska State Legislature
and has boon referred to three committees; and

WHEREAS, HJR 54, in part, calls for the Alaska State Legislature to
‘respectfully request tho North Slope natural gaa lassoes to Intensify their efforts to
establish satisfactory contractual relationships for transportation and sale of Alaska
North Slope Gas to Pacific Rim purchasers as soon as possible*; and

WHEREAS, tho Assembly has recently adopted Resolution 95-081 celling
for the Legislature to withhold financial incentives from North Slope Oil producers until
they moke Alaska North Slopo Gas available for sale; end

WHEREAS, the Borough believes that development of the Trans-AJaska
Gas Pipeline through the existing pipeline corridor is essential to the future economic
health of the State atAJoslia; and
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WHEREAS, tho Borough boDevos thatitis alto eaaontial that labor for
any project, especially of this scope, come from tho skilled and ready work force that
already exists in tho State of Alaska; and

WHEREAS, tho language of HIR 54 as Itwas introduced does not
contain references to local hire or specify the desired location of tho proposed Trans-

Alsekfl Goa Pipeline.

NOW, THEREFORE, 3E ITRESOLVED that the Fairbanks North Star

Borough Assembly respectfully urge# passage of HJR 54 with appropriate
cornki©ration given to Alaska hire and locating the project through tho existing pipeline

corridor.

BE fT FURTHER RESOLVED that copies of this resolution shell be sent
to the Honorable Tony Knowles, Governor, State of Alaska, the Commtoslonor of
Natural Resources, and members of tho Alaska State Legislature.

PASSED AND APPROVED THIS 25TH DAY OF JANUARY, 1996.

Creryl Mlgore
Presiding Officer

ATTEST:

Munldpol Borough Clock

Ayes: LsSota, Berios, HscfcsnmUUr, Parr, Hove. McBrido, Legsn, St John. Quaksnbush,
Chtanar and Wigore
Noes; None
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