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SPONSOR  STATEMENT

CS HCR 1 (WTR)

CS HCR 1 (WTR) urges the establishment of a stable fiscal and regulatory 
environment in order to provide the best opportunity for a new LNG project to be 
economically viable and attractive. To ensure economic viability, a huge 
volume of 14 million metric tons of gas must be sold per year. The proposed 
LNG project would transport and market the North Slope gas resource in the 
Asian Far East market. It is believed there exists an opportunity in 2005 when 
demand in that market will rise enough to accept the volume of gas which this 
project will provide. A critical element is the likelihood Alaska's huge volume of 
gas could be displaced from the market for many years if smaller, more easily 
placed projects come on line first.

CS HCR 1 (WTR) encourages the Governor to work with North Slope 
leaseholders as well as the Legislature, the federal government and Congress 
to develop and complete the LNG project.

The Governor is asked to work with leaseholders to develop a contract for 
execution with those who appear likely to become sponsors of the project. The 
contract would point out the nature, degree and duration of fiscal terms for the 
project and contractually guaranteeing the terms. The contract would be 
submitted to the Legislature for ratification. The Governor would also provide 
the Legislature with enabling legislation to authorize the State of Alaska to 
formally enter the contract.

The Legislature encourages potential sponsors of the LNG project to find 
suitable measures to support and encourage Alaska businesses and 
residents to participate in construction and operation of the project.

If built, the project would also be constructed so as to enable the marketing of 
gas to Alaska communities.

The Governor is asked to work with leaseholders and Alaska's Congressional 
delegation to identify appropriate federal action to help expedite the project. He 
is also asked to identify and report to the Legislature, the form of participation in 
the project by the State of Alaska.
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H C R  1, regarding the proposed North Slope gas project, requests that the Governor (1) identify fiscal terms that would best facilitate the proposed project, (2) 

work with the North Slope leaseholders to develop a proposed contract to lay out and guarantee those fiscal terms, (3) submit that proposed contract to the 

Alaska legislature for ratification along with enabling legislation, and (4) work with the Alaska Congressional delegation and the North Slope leaseholders to 

identify appropriate federal actions to facilitate advancement of the project. Currently, the Commissioner of Revenue is leading the Governor's efforts on the 

project.

The Commissioner of Revenue has already committed substantial resources, both financial and personnel, to gas line issues, and intends to do so in the future. 

As a result, no additional funding will be required under this resolution.
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1003 GF Match
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ANALYSIS: (Attach a separate page if necessary)
CSHCR 1 (WTR), regarding the proposed North Slope gas project, requests that the Governor (1) identify fiscal terms that would best 
facilitate the proposed project, (2) work with the North Slope leaseholders to develop a proposed contract to lay out and guarantee 
those fiscal terms. (3) submit that proposed contract to the Alaska legislature for ratification along with enabling legislation, and (4) 
work with the Alaska Congressional delegation and the North Slope leaseholders to identify appropriate federal actions to facilitate 
advancemer r of the project. Currently, the Commissioner of Revenue is leading the Governor's efforts on the project,

The Commissioner of Revenue has already committed substantial resources, both financial and personnel, to gas line issues, and 
intends to do so in the future. As a result, no additional 'undinq will be required under this resolution.

Prepared by: Tamar diFranco. Special Assistant________________  Phono: (907) 465-23CO
Division: Commissioner's Office________________________  Date: January 31. 1997

Approved by Commissioner: Wilson L. C o n d o n ^ ^ ^ c . y ^ ' —  -------   Date: January 31. 1997

Agency: Revenue {_ /
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T A G S  B e s t  C a s e  D e v e l o p m e n t  S c e n a r i o

Negotiate commitments 
to sell North Slope gas 
Negotiate sales contracts
w/Asian markets 
Negotiate TAGS equity  
ownership mix &  financing

Negotiate project labor _
agreement
Complete final _______
engineering
Specialized training of 
Alaskans for construction Complete pipeline &
liquefaction plant 
Construct LNG tankers —

• Negotiate in-state use
LNG contracts Construction of in-state
LNG facilities & pipeline

nrirmtr^i
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B E S T  C A S E  D E V E L O P M E N T  S C E N A R I O

T R A N S - A L A S K A  G A S  S Y S T E M

PREPARED BY YUKON PACIFIC CORPORATION

The construction and operation of the Trans-Alaska Gas System and sales of Alaska's 
North Slope natural gas are critical to Alaska's future. State revenues, local 
government revenues, private sector jobs, contracts for .Alaskan businesses, and use of 
the gas for residential and commercial purposes along the pipeline corridor a ll hinge 
upon conclusion of a un ified proposal to present to the Asian markets.

Representatives of these Asian markets have recently substantiated that a market now 
exists for Alaskan gas and that if we do not move quickly to meet this market demand, 
they w il l have to make commitments to other competing projects.

The Alaska Legislature recently unanimously passed a resolution in support of the 
project which established an interim Legislative working group to "track progress and 
assist the transportation perm it holder, the work ing interest owners of the Prudhoe Bay 
and Point Thonpson units, and the adm inistration in developing a unified proposal for 
presentation to the Asian market."

This resolution was supported by the Alaska Municipal League, the Alaska AFL-CIO, 
the Alaska Environmental Lobby, the Fairbanks North Star Borough, the .Alaska 
Trucker’s Association, the Fairbanks North Star Borough, the City and Borough of 
Juneau, the Bristol Bay Borough, the Southwest Marine Pilots and others throughout 
.Alaska.

Korea and Taiwan have already signed letters of intent to purchase Alaskan gas and 
President C linton also promoted .Alaska North Slope gas sales in Japan on his recent 
mission to Asia.

Many of the components of tills project are already in place. Wliat is the best 
case development scenario for the earliest completion of this project? 
PERMITTING:

Environmental perm its are a major uncertainty in any large scale development project. 
Fortunately, in this instance, Yukon Pacific has already obtained all the permits and an 
export license w ith in the existing pipeline corridor. This process took 10 years to 
accomplish. Any alternative to this route would have to start from scratch to seek 
permits which w ou ld delay beginning of tliis project for at least 5 years. The 
participation of Yukon Pacific Corporation is critical to any near term Alaska LNG 
project.



N E G O T I A T I O N  O F  C O M M I T M E N T S  T O  S E L L  G A S :

This is the most pressing component of the project at this lime. Until the working 
interest owners on the North Slope actually agree to put Alaskan gas on the market this 
project cannot move forward. There are several options to conclude these agreements. 
First, the major oil companies could agree to let Yukon Pacific market the gas and agree 
to a sales price and production schedule.

As an alternative they could join as ownership partners with Yukon Pacific to jointly 
present this project to the Asian markets. Yukon Pacific has offered up to 75% 
ownership of TAGS to the oil companies or other investors.

If due to reinjection requirements, or the Issues Resolution Agreement, the oil 
companies cannot market their gas before 2005, Point Thomson could lead the 
production required for this project to begin, and the oil companies could agree to bring 
Prudhoe Bay production on line after 2C05.

NEGOTIATE SALES CONTRACT WITH ASLAN MARKETS:

Korea and Taiwan have already signed letters of intent with Yukon Pacific to buy 
.Alaskan gas. Representatives of Japan National Oil Corporation who recently visited 
Juneau indicated their interest in .Alaskan gas and encouraged .Alaskans to present a 
unified proposal to them for their consideration. President Clinton also promoted sales 
of Alaskan gas on his recent mission to Asia. Long term contracts (20 to 30 years) need 
to be negotiated to facilitate financing of the project.

NEGOTIATE TAGS OWNERSHIP .AND FINANCING:

This component would involve establishing an ownership and management structure 
for the project. Tnis will be partially determined by the investors of the project. Total 
costs and returns from the project need to presented to potential financiers including 
Yukon Pacific, the oil companies, banks, and end users of the gas. Although it is not 
required to secure adequate project financing, tire State of Alaska may want to consider 
investing in the project if it can be shown that the State can achieve a higher rate of 
return than its existing investments.

NEGOTIATE PROJECT LABOR AGREEMENT:

Yukon Pacific has stated its willingness to negotiate a project labor agreement for the 
project to ensure availability of qualified workers and to ensure maximum Alaskan 
hire. A no strike clause will be an essential part of this agreement.

COMPLETE FINAL ENGINEERING:

Preliminary engineering has been completed but final engineering and construction 
blueprints need to be completed. During this phase all oportunities for shared facilities



with existing pipeline operations need to be considered in an effort to lower costs of the 
project.

CONSTRUCT PIPELINE AND LIQUEFACTION PLANT:

Estimated construction schedule is five years from start to completion. This phase will 
overlap to some degree with the 2-3 years required for final engineering and design 
discussed above. Tlhe pipeline will be buried except for occasional stream crossings.

CONSTRUCT LNG TANKERS:

Construction of the initial vessels required is estimated to take 2 years. New tankers 
will be phased in as production ramp up occurs.

NEGOTIATE EN STATE USE OF NATURAL GAS:

This would include local distribution companies and potential industrial users 
including petrochemical production, etc.

CONSTRUCTION OF IN STATE NATURAL GAS FACILITIES .AND PIPELINES:

This construction would be timed to coordinate with completion of the main gas line.



TA G S P e rm its and A u th o riz a tio n s

Over the past twelve years YPC has secured or satisfied all of the necessary legal 
approvals and requirements to export North Slope natural gas to Asia. These include:

1. Presidential Approval: Presidential Finding Concerning Alaska Natural 
Gas: Removes impediment to Alaska natural gas exports required by 
Section 12 o f me Alaska, Natural Gas Transportation A a  (IS  U.S. C. 719]), 
January 13, 1983;

2. Project-Wide Environmental Impact Statement1: Trans-Alaska Gas 
System Final Environmental Impact Statement, June 1988 (21 federal and 
Slate agencies);

3. Ahtna Rlght-of-Way1: Grants to Yukon Pacific Corporation (he right to 
designate and acquire certain rights in any and all lands acquired by or 
otherwise available to  Ahtna under the Alaska Native Claims Settlement 
Ac: o f 1971 '.vhich a rt reasonably necessary to construct, maintain 
operate or terminate the pipeline. October 14, 1988;

4. Federal Right-Of-Way1: Right-of-W ay Grant fo r  die Trans-Alaska Gas 
System from, The United S to tts o f America to The Yukon Pacific 
Corporation, October 17, 1988;

5. State Sight-cf-W ay1; Trans-Alaska Gas System Conditional R ight-of-w ay 
Lease, December 10, 1988;

6. DOE’s Authorization for Export of Gas': DOEJFE Opinion and Order 
No. 350, Order Granting Authorization to Export Liquefied Natural Gas 
From Alaska; Lim iting o fF E R C ’s  jurisdiction, November 16, 1989;

7. Conflrcmtion of O rder 3SQ1: DOEJFE Opinion and Order No. 350-A, 
O rder Denying Requests fo r  Rehearing a id  Modifying Prior Order fo r  
Purpose o f Clarification, March 8 ,1990;

8. A n d em n  Bay Final Envir«m i«atal Impact Statement1: Yukon Pacific 
Corporation LNG Project: Final Environmental Impact Statem ent, March 
1995;

9. O rder Granting NGA Section 3 Authorization for the Siting,
Construction and Operation of LN G  Facility: Federal Energy
Regulatory Commission's approval o f Anderson Bay, Port Valdez. Alaska 
as the Place c f  Export, M ay 22, 1995.



Jn M -ifc—2CU -

Prevention of Significant Deterioration (PSD) application In progress: 
R esen ts  critical Port Valdez airshed ‘space' fo r fu ture LUC plant and 
marine terminal emmissions.J

^These assets are exclusive property rights o f Yukon Pacific Corporation, currently held 
through its interest in Yukon Pacific Company L.P. and represent over 12 years of 
effort h  is important to note that the majority of these property rights svere obtained 
before the Exxon Valdez oil spill and it is highly unlikely that they could be duplicated 
in a reasonable period of time, if ever,

Taken together, these authorizations and agreements give YPC the exclusive right to 
construct TAGS and export Alaska's North Slope natural gas to .Asia.

TOTh L p . 0 2



G r a s s  R o o j t s  L N G  P r o j e c t s

C o s t  C o m p a r i s o n

Pro jec t

A l a s k a  T A G S

T A G S  a t  h i g h e r  c o s t

Q a t a r g a s

N a t u n a  I s l a n d

S a k h a l i n

P ro d u c t io n  

(MMTPA*)

15

1 5

6

15

G

E s t i m a te d  Cost  
$ Billions

13.6

C o s t  in 
p e r  MM

Capital KK 

per  MMBTU

15.0

6 . 0

21.3

7.9

* m illion  m etric  tons p e r an n u m  
** does n o t reflect cap ita lized  in terest, cost ol j>as, lim e value ol m oney or o p era ting  exp



T A G S  C o m p e t i t i o n  i s  O t h e r

U n d e v e l o p e d  G a s  F i e l d s  i n :

t - u p  D a t e  A n n u a l  V o l u m e

6-10 MMTA 

15 MMTA

Q a t a r  ( Q a t a r g a s .  &  R a s g a s )  -  T v l o b i  1 

I n d o n e s i a  ( N a t u n a  I s l a n d )  -  E x x o n  

S a k h a l i n  ( R u s s i a )  -  E x x o n  x 2 ,  M a r a t h o n / S h e l l  

Y e m e n  -  E x x o n  

P a p u a  N e w  G u i n e a  -  B 1  

O m a n  -  S h e l l  

A u s t r a l i a  -  S h e l l ,  B P

E a c h  h o s t  c o u n t r y  ( t o g e t h e r  w i t h  t h e  p r i v a t e  g a s  p r o d u c e r s  s h o w n  a b o v e )  i s  

a c t i v e l y  p r o m o t i n g  i t s  p r o j e c t  a s  t h e  n e x t  p o s t - 2 0 0 0  L N G  s u p p l i e r  t o  A s i a .
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& Alaska LNG warning: pick up th© pace
Canadian 68 stock. Morrison closed Jan 27 
ai S]0.30/sharc, down 5 cents, in Toronto 
Stock Exchange trading.

While die prospect o f success for Cana* 
dian 88’s bid is uncertain, several analysts 
said one thing appeared clear Morrison will 
soon not resemDle the company It was at the 
ston o f tho year. T h e  company has to do 
something." said Smith Barney's Kun 
Wulff. whether it is taken over, merges with 
another producer, or makes a big change in 
its capital structure.

A "white knight" has yet to show itself, 
and analysts said dma ii getting short, as 
Canadian 88's bid expires Feb 7. Rumors 
have centered on another Alberta producer 
stepping to the table, "It’r  a strong market 
for companies and for properties, and 
ihcro’s a big company on the ublc." said 
Wood Gundy analyst Peter Linder. "So 
there’s a lot of interest-"

Canadian 88 president Greg Noval said 
the company has no Intention o f extending 
its offerpasrihe original 21 days orincreas- 
ing the cash price. 'Ten dollars is a clear 
knock-out punch, and that's our offer." said 
Noval. who has just wrapped up a lour of 
major US and Canadian clues presenting 
the offer io institutional shareholders. Cana­
dian 88 has control of 8% of Morrison 
shares.

Noval said Morrison's statement reject­
ing the takeover offer acknowledges the 
com patib ility  o f the two com panies. 
"They ’ ve admitted what a nice couple we’d 
make walking down the aisle." Noval said. 
He refered in particular to a  statement that 
read: "The offer docs not reflect the strategic 
value o f  Morrison's assets to Canadian 88, 
especially in view of Morrison's large land 
holdings located near Canadian 88’s Watcr- 
ton property and Morrison's nearby Cole­
man gas plant"

Morrison also calls the bid "opportunis­
tic, It seeks to exploit the recent technical 
difficulties encountered at M orrison's 
Racehorse Creek property and the fact that 
new drillingand test results are not expected 
until early March 1997."

The option of creating a royalty trust, 
which would deliver tho bulk of earnings 
and cash flow directly to shareholders. Is a 
viable alternative to the Canadian 88 offer, 
analysts said. Scon Inglis of FirstEnergy 
Capital Corp said there are few better woys 
of maximizing the value of the company, if 
the market Is able to absorb the trust.

He estimated Morrison could be worth 
atleast CS12/ah«ro (S8.90) w  a royalty trust, 
even though some of its reserves have a 
relatively shore lifespan. Morrison has al­
ready spunoffanatural gas processing plant 
and a. British Columbia pipeline into an 
income-crust, a transaction that will net It 
CSl 80-mil (S133.4-mil) when it closes Jon 
28.— Pt ter Zip/, with Gary Parkin Calgary

Anchorage— State Rep. Ramona Barnes 
(Republican-Anchoragc) is warning North 
Slope oil and gas producers not to drag their 
feet on a gas pipeline project to Valdez as 
she pushes for the Alaska legislature to 
officially back the project.

Bames. who chain the House Special 
Committee on World Trade and Stale/Fed­
eral Relations, said Alaska might miss op­
portunities io sell gas to Asian countries if 
projects elsewhere are developed first.

Last week. Bames' committee passed 
House Concurrent Resolution 1. which 
calls for Alaska officials to provide a fiscal 
and regulatory environment that would 
give the proposed new LNG project the best 
chance to become economically viable in 
time to bring product to market by 2005. 
The project wouldincludeagas pipeline for 
transporting more than 26 Tcf of natural gas 
from Alaska's North Slope io tidewatcrand 
a liquefaction plant to prepare the gas for 
transport lo market by tanker,

"We see a window of opportunity exist­
ing for Alaska gas by 2005 and 2007 at the 
latest." Same* said in an inlerview Jan 24. 
"We feel ihose commitments must be in 
place and signed so consumers in Japan. 
Korea und Taiwan know the gas will be 
coming in a timely manner."

The resolution essentially urges holden; 
of the North Slope gas leases. Arco Alaska 
Inc, BP Exploration (Alaska) Inc and 
Exxon Co USA. to sign an agreement de­
veloped by the Knowles administration 
several weeks ago forall the parties to work 
together on the LNG project.

Bames said the House Resources and 
Special Oil & Gas committees will take up 
the resolution in a joint hearing Jan 28. and 
hopefully, it will come to the House floor 
fora vote by Jan 3 1.

Meanwhile, Barnes is researching 
whether the state coulfl take bock Alaska

the gas project.
Bames said she was directing her re­

marks at L.'uonTtprcseniauves at the hear- 
inu’. Arco is rcaav to sign. ana 
indicated to exoecc the f>o»ahcadi in two to 
three weeks." bames said. "But Exxon tea 
indicated that they have problems with ec«- 
u ln aspects ot the agreement.

"From time to ume, people have id be 
inoiivatcd." Bames stud. "I Just know 
there’s a time for us to get Into the gas 
market, and if we don’t get there, we’re in 
serious trouble."

Exxon spokesman Bob Davis said the 
company is working with' Alaska on the" 
project and has 'rid tilled all Its lease o b l j ^ _ 
lions and dunes. 
aroposed

’Hie problem with the _
axis

said, is thai the project is pot vet commer­
cially viable.

"It may become viable, through a com­
bination of improved tnhial rerms. im~- 
iroved market (err,is and reduced costs.'

gas leases irom complNdi tfrat*dawdle on' 
the proiecL names ttiMi die cowmenm!* 
a Jan 22 legislative hearing w hae the stoic 
unveiled the latest dralts oi' agreements be­
tween the state and companies involved in

Davis said. '’We've been, and continue to 
be, prudent in seeking ways to commercia l ­
ize Nonh 'B lope oil and gas." Froject costs 
have been esumated at S l? b il .

Bames accused Exxon o f holding up the 
dcaiTn favor ot other bXXon protects. '

T h e  Alaska Constitution provides that 
Alaska's resources be used for the maxi­
mum benefit of the people.” she sold. "Gas 
sitting in the ground is not benefiting the 
people of Alaska, If Exxon chooses to con­
tinue on this p tthrihen we would have to" 
fook'lOr ways or uuunp. those gas leases 
away t romfcxxon to maximize their use for 
thejpcoplo ot Alaska.' '

~ Savls said Exxon has other gas projects 
elsewhere that could compete with ATasEi 
jpg that each prpiecthns tnVtAnrinnJrsovm.

Yukon Pacific Cotp, a company owned 
by CSX Corp. has most of the majorpemniis 
needed for the pipeline, but still needs to 
work out deals with producers and buyers. 
Jeff Lowonfels, Yukon Pacific's president, 
said he believes Bames' efforts are likely to 
help move the prqject along.
—Rose Ragsdale
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Date: January 28, 1997

To: Representative Ramona Barnes

Subject: Support for CS-1:
A Resolution Concerning a New Alaska Natural Gas Pipeline

The Anchorage Economic Development Corporation (AEDC) supports House 
Concurrent Resolution No.l relating to a new Alaska iquefied natural gas 
project (CS-1). The AEDC is a private, non-profit corporation whose mission is to 
expand and diversify the Anchorage economy, provide a favorable business climate 
and improve the standard of living for Anchorage residents by creating permanent 
jobs. Over 160 businesses support the organization.
Alaska operates in a global economy from an economic base currently driven by 
extraction and export of natural resource commodities. Through the process of 
developing the oil resources in Prudhoe Bay over the last twenty years, natural gas 
co-located with oil has been discovered, and reinjected to existing fields. As a 
competitive market position, Alaska enjoys greater certainty of the availability and 
size of gas reserves. The competitive nature of the gas business requires a lengthy 
process of negotiation for contract sales in advance of development. Alaska has a 
long term presence anticipated in the natural gas market. However, the window of 
opportunity for entering the market and establishing a solid presence is nanowing 
as other fields progress toward market.
The proposed Resolution CS-1 addresses the need to begin the process of 
establishing the commitment of Alaska to enter the gas production arena and 
capture a share of the market. The AEDC supports this resolution for three reasons:

First, the resolution is a means of providing a background of policy 
stability against which negotiations can proceed in good faith. Removing 
governmental and regulatory uncertainty contributes significantly to Alaska’s 
advantage in the market.
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Second, the AEDC supports the creation of jobs and business 
opportunities that will follow development of a new gas pipeline.
Following initial construction, operation of the gas development facilities 
will provide jobs directly proportional to the flow of gas to international 
markets. The AEDC is active in promoting the retention of qualified and 
skilled businesses and workers in gas exploration, development and 
production. This is a key, high value component of the economy of our state.
Third, it is important for any development of gas resources to provide for 
use of natural gas in Alaskan communities along the pipeline route. 
Alaskan businesses and development needs can be significantly enhanced by 
the availability of natural gas both as an energy source and as a potential 
process feedstock.

The State of Alaska’s ownership of a portion of the natural gas resource should be 
brought to bear as leverage to achieve resolution of the prevailing impediments to 
market entry.
AEDC urges expeditious action to implement the provisions of Resolution CS-1. 
Respectfully submitted,

Patricia M. DeMarco, Ph.D. 
President


