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Contact: Bill Walker, Project Manager 
ALASKA GASLINE PORT AUTHORITY 
(907) 278-7000 I (907) 2.23-8530
bill-wwa@ak.net

411 4th Avenue 

Fairbanks. AK 99701 
Phone: (907) 474-2011 

Fax: (907) 47 4-200 I 

www.qUalaskagasline.c2m 

FOR RELEASE ON JUNE 20, 2008 

MITSUBISHI CORPORATION JOINS 

ALL ALASKA GASLINE / LNG PROJECT 

Fairbanks, AK - June 20, 2008 - The Alaska Gasline Port Authority (AGPA) announced 
today a new major participant in its consortium to advance the development of the All-Alaska 
Gasline / LNG Project. Japan's largest general trading company, Mitsubishi Corporation (MC), 
has joined AGPA in its efforts to assure the delivery of Prudhoe Bay gas to Valdez where it 
would be liquefied and shipped on tankers to the Asian market, the West Coast and Hawaii. 

The Y-line concept is frequently used to describe what many proponents contend is the 
ideal strategy for developing Alaska's massive gas reserves. "The Prudhoe to Valdez LNG leg 
of the Y-line can go long before the Canadian leg of the line," stated Bert Cottle, AGPA 
Chairman and Mayor of the City of Valdez. Citing the ten years of studies, economic modeling 
and permit acquisition by AGPA, Cottle continued, "Proceeding with the LNG project now will 
assure gas to Alaskans first. Statewide, we are suffering an energy crisis of epic proportions. 
Alaska first, Alaska now has to be our top priority." Cottle credited Governor Sarah Palin's AGIA 
strategy as the catalyst for generating world wide interest in commercializing Alaska's gas. 

In a recent letter to Governor Palin, Mitsubishi Corporation stated," We understand that 
the constitution of the State of Alaska requires that Alaska's natural resources be used for the 
maximum benefit of the citizens of Alaska. We believe that an LNG Project best meets this 
constitutional imperative by providing for rapid development, local [utilization] of gas supplies, 
in-state operations that will generate employment, and economic advantages associated with 
selling into both domestic and international markets." Mitsubishi Corporation emphasized that 
they have the ability to off-take a considerable volume of LNG from Valdez for distribution on a 
flexible basis to buyers in the United States and abroad. 

A Fortune Global 500 company, Mitsubishi Corporation has over 500 subsidiaries and 
affiliates and more than 200 bases of operations in eighty countries worldwide. Mitsubishi 
Corporation enjoys a significant presence in various industries worldwide, including energy, 
metals, machinery, chemicals, foods and general merchandise. Mitsubishi Corporation is also 
engaged In the production, liquefaction, sale, and logistics of natural gas through a number of 
LNG projects, handling approximately one-half of Japan's LNG imports. 

Board of Directors: 

Mayor Bert Cottle, Chaim1an · Dave Cobb. Vice-Chair · Merrick Peirce, Treasurer· 

Luke Hopkins, Secretary · Jim Whitaker· Dave Dengel · Rex Rock · Randy Hoftbeck · Harold Curran 
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Comparison of Netbacks from 

Potential LNG Project 

with ALCAN Pipeline Project 
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.> Analyzed economic assumptions & netback values
associated with potential LNG and pipeline projects

� Ron Authority proposal 

� Other potential LNG configurations 

� TransCanada proposal 

� Reviewed Port Authority proposal, assumptions and 

analysis 

� Reviewed Administration analysis of LNG and pipeline 
netbacks 

� Reviewed information from various LNG specialists and 

government agencies 



� Analyzed netback @the inlet to GTP 

� $ I MMBtu 

� Total value of netback 

� Nominal$ 
> Real ($2008)
� NPV-10

� Project that "maximizes" the netback creates 
highest value for resource owners 

� Producers 

� State 



LNG Exports to Asia 

),-> 2. 7 Bcf/d (Port Authority proposed)

),-> 4.5 Bcf /d (Little Susitna proposed) 

),-> 3.5 Bcf/d (TransCanada minimum volumes) 

),-> 4.5 Bcf/d {TransCanada base volumes) 

. . 
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Overview of LNG 

v. Pipeline Delivecy



LNG Deliveries 
Liquefaction 

Plant LNG 
GTP ---+ Pipeline --+ Valdez --+ Tanker 

100% -4& 95%( '---�<> 93.7o/� 85.4% ,i:°:?::?::?,

Pipeline Deliveries 

AECO
GTP --� Pipeline------- Hub --.. Sales 

100% -4&95% l----------- 90.9%

83.5% 

Sales to 
Regas Plant 

Aggregate Loss: 

16.5% 

Aggregate Loss:

9.1% 



Supply / Demand 
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History Forecast •Europe

l 
•Americas I 

40 

OOther Asia 

� 30 • Japan, South
Korea, TaiwanC 

� 20 

2.7 bcf/d = 14% 
of Japan, South 
Korea and Taiwan 

10 2020 Demand 

4.5 bcf/d = 24 % 
of Japan, South 
Korea and Taiwan 

0 2020 Demand 
1995 2005 2010 2015 2020 



Pacific Basin Middle East 

Category Capacity Category Capacity 

(Bcf/Day) (Bcf/Day) 

(1) (2) (3) (4) 

Operating 9.85 Operating 6.06 

Under Construction 3.50 Under Construction 6.84 

6.24 Under Consideration 4.63 

19.59 Total 17.53 
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Historical Pricing 
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Oil and Gas Price Forecasts 
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� There is a wide rage of prices depending on contract vintage 

� Recent contracts have reflected stronger links to oil 

� Many contracts are on a provisional basis as previously 

(low-priced) formulas have expired or are not applicable at 

current oil price levels 

� Relatively high priced opportunities in Asia will attract gas 

supplies to that region 

� Increasingly competitive among suppliers 

� Opportunities for buyers 

� Price will be dependent on the supply situation at the 

time of contracts 
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LNG Delivered Asia 

RasGas - Kogas: 

Gas Strategies: 

Pio.��tio�; 

0.162 ·Brent+ 1.00 

0. 1485-' atitni + 0:90 

0.8 * (8'!,!t / 5.S) 

Mid 2006 Japanese Renewal: 0.11 • Brent + 1.30 

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 

= More Likely Price Scenarios 



Historically, gas has been priced between 1/6 & 1/10 the value 

of oil, with the long run average near 1/8 

The recent run-up in oil prices & relatively abundant domestic 

production of natural gas have kept that relationship above 

historical levels 

Many see the oil/gas relationship returning to more historical 

levels (i.e. convergence) as: 

};;,> Domestic supplies decline & become more costly to produce 

};;,> LNG imports are drawn to higher priced regions (e.g. Asia) 

};;,> Greenhouse/carbon emission concerns put coal out of 

favor & put natural gas in favor as the fuel of choice for 

electricity generation 
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Henry Hub 

8:1 Oil/ Gas 

10:1 Oil I Gas 

I Gas Strategies: 

I Port Authority: 

I Mid 2006 Japanese Renewal: 0.11 *Brent+ 1.30 
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= More Likely Price Scenario(s) 



Assumptions Used in 

Comparative Netback Analyses 



l> First Gas

l> Capitalization

l> Debt Costs

}> Equity Returns 

l> Capex/Opex

l> Fuel Use

l> Shipping Costs

l> Gas Composition &
NGL Extraction

2020 

70% Debt; 30% Equity (pre-operation) 
75% Debt; 25% Equity (post-operation) 
5.5% Guaranteed; 7 .0 % Non-Guaranteed 

14% 

Administration (Westney): GTP & pipeline segments 
Port Authority (Bechtel): LNG plant 
Sensitivity at higher costs 

Administration (Westney) for GTP/pipeline segments 
Port Authority (Bechtel) for LNG plant 

Port Authority: Approximately $0. 75/MMBtu :+. Fuel 

1.118 MMBtu / mcf 
Full Extraction @ Alberta 
Partial Extraction @ Valdez (LNG case) 



GTP 

Total GTP/Pipeline 

�NG Rlant 

Grand Total 

Port 
Authority 
{Bechtel) 

$3.4Bn 

$16.5Bn 

$7.9Bn 
($470/mmta) 

$24.4Bn 

Administration 
(Westney) 

$5.0Bn 

$16.5Bn 

$12.7Bn 
($755/mmta) 

$29.2Bn 



LNG Project Pipeline Project 

2.7 bcf/d 4.5 bcf/d 3.5 bcf/d 4.5 bcf/d 

(Billion $2007) 

(1) (2) (3) (4)

GTP $5.0 $8.3 $6.5 $8.3

Pipeline 

Alaska 11.5 12.6 10.2 10.9 
Canada • 11.6 12.6 

Total Pipeline $11.5 $12.6 $21.7 $23.5 

LNG Plant (Bechtel) 7.9 13.7* -

LNG Plant (Westney) 12.7 21.1 

Total (Bechtel LNG) $24.4 $34.6* $28.2 $31.8 

Total (Westney LNG) $29.2 $42.0 $28.2 



LNG Plant Costs 
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Comparison of 

Netback Elements.-=�=--
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Comparison of 

Rrojected Netbacks 

2. 7 bcf/d LNG Project

v. 

3.5 bcf/d Pipeline Project 



Oil Prices per Wood Mackenzie Estimates 
2. 7 bcf/d (LNG Project) v. 3.5 bcf/d (Pipeline Project)

2020 -2044 

2.7 bcf/d LNG Project 
High Price Gas Strategies Port Authority Low Price 3.5 bcf/d 

Asia Gas = Asia Gas= Asia Gas= Asia Gas = AECO Pipeline Delivery 
0.162 x Brent 0.1485 x Brent 0.8 X 0.11 x Brent 8:1 Oil/Gas 10: 1 Oil/Gas 

+$1.00 +$0.90 (Brent / 5.8) +$1.30 Price Ratio Price Ratio 

(1) (2) (3) (4) (5) (6) 

Gas Sales Price ($/MMBtu) $23.67 $21.83 $19.61 $17.21 $18.20 $15.20 

Delivery Costs ($/MMBtu) (9.42) (9.13) (8.77) (8.39) (5.64) (5.38) 
(Including Losses) 

Netback ($/MMBtu) $14.25 $12.70 $10.84 $8.82 $12.56 $9.82 

Netback in $2008 dollars (per MMBt $6.93 $6.16 $5.22 $4.25 $6.11 $4.75 

G) ® @ @ @ @ 
Total Netback Dollars 

In Nominal Dollars ($Bn) $396.2 $353.1 $301.3 $245.2 $472.0 $369.1 

In $2008 dollars ($Bn) 192.7 171.3 145.1 118.1 229.5 178.5 

NPV-10 ($Bn) 35.1 31.0 25.6 20.9 41.8 31.9 

® @ @ @ G) 

= More Likely Price Scenario(s) 



Comparison of 

Projected Netbacks 

2. 7 bcf/d LNG Project

v. 

4.5 bcf/d Pipeline Project 



Oil Prices per Wood Mackenzie Estimates 

2. 7 bcf/d (LNG Project) v. 4.5 bcf/d (Pipeline Project)
2020 -2044 

2.7 bcf/d LNG Project 
High Price Gas Strategies Port Authority Low Price 4.5 bcf/d 

Asia Gas = Asia Gas = Asia Gas= Asia Gas= AECO Pipeline Delivery 
0. 162 x Brent 0.1485 x Brent 0.8 X 0.11 x Brent 8:1 Oil/Gas 10:1 Oil/Gas 

+$1.00 +$0.90 (Brent I 5.8) +$1.30 Price Ratio Price Ratio 

(1) (2) (3) (4) (5) (6) 

Gas Sales Price ($/MMStu) $23.67 $21.83 $19.61 $17.21 $18.20 $15.20 

Deliwry Costs ($/MMStu) (9.42) (9.13) (8.77) (8.39) (5.26) (4.99) 
(Including Losses) 

Netback {$/MMStu) $14.25 $12.70 $10.84 $8.82 $12.94 $10.22 

Netback in $2008 dollars (per MMBt $6.93 $6.16 $5.22 $4.25 $6.31 $4.96 

G) @ @ @ ® @ 
Total Netback Dollars 

In Nominal Dollars {$Sn) $396.2 $353.1 $301.3 $245.2 $625.0 $493.5 

In $2008 dollars {$Sn} 192.7 171.3 145.1 118.1 304.6 239.5 

NPV-10 ($Bn) 35.1 31.0 25.6 20.9 55.9 43.3 

@ @ @ @ G) 

= More Likely Price Scenario(s) 



Comparison of 

Projected Netbacks 

4.5 bcf/d LNG Project 
v. 

4.5 bcf/d Pipeline Project 



Oil Prices per Wood Mackenzie Estimates 
4.5 bcf/d (LNG Project) v. 4.5 bcf/d (Pipeline Project) 

2020 -2044 
4.5 bcf/d LNG Project 

High Price Gas Strategies Port Authority Low Price 4.5 bcf/d 
Asia Gas = Asia Gas = Asia Gas = Asia Gas = AECO Pipeline Delivery 

0.162 x Brent 0.1485 x Brent 0.8 X 0.11 x Brent 8:1 Oil/Gas 10:1 Oil/Gas 

+$1.00 +$0.90 (Brent / 5.8) +$1.30 Price Ratio Price Ratio 

(1) (2) (3) (4) (5) (6) 

Gas Sales Price {$/MMBtu) $23.67 $21.83 $19.61 $17.21 $18.20 $15.20 

Deli'.Ery Costs {$/MMBtu} (8.67) {8.36) {8.00} (7.60) (5.26) {4.99) 

{Including Losses) 

Netback {$/MMBtu) $15.00 $13.46 $11.61 $9.61 $12.94 $10.22 

Netback in $2008 dollars (per MMBt $7.33 $6.56 $5.63 $4.66 $6.31 $4.96 

G) @ @ @ ® @ 
Total Netback Dollars 

In Nominal Dollars ($Bn) $724.7 $650.3 S560.9 $464.1 $625.0 $493.5 

In $2008 dollars ($Bn) 353.9 316.9 271.8 225.2 304.6 239.5 

NPV-10 ($Bn) 65.3 58.2 49.0 40.7 55.9 43.3 

G) @ @ @ ® 

= More Likely Price Scenario(s) 



Sensitivities 

� High Sustained Oil Prices 

� Impact of Project Delay 



Rank 

(1) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Project 

(2) 

4.5 LNG 

2.7 LNG 

4.5 LNG 

2.7 LNG 

4.5 Pipeline 

3.5 Pipeline 

4.5 LNG 

2.7 LNG 

4.5 Pipeline 

3.5 Pipeline 

4.5 LNG 

2.7 LNG 

GlP Inlet 

Pricing Netback 

($/MMBtu) 

(3) (4) 

0.162 x Brent+ $1.00 $25.86 

0.162 x Brent+ $1.00 25.18 

0.1485 x Brent + $0.90 23.48 

0.1485 x Brent + $0.90 22.79 

8:1 Oil/Gas 22.45 

8:1 Oil/Gas 22.13 

0.8 x (Brent/ 5.8) 20.97 

0.8 x (Brent / 5.8) 20.26 I 
10: 1 Oil/Gas 18.18 I 
1 O: 1 Oil/Gas 17.84 

0.11 x Brent+ $1.30 17.24 

0.11 x Brent+ $1.30 16.50 

NPV-10 

Total 

Rank Project Pricing Netback 

(Slllllon) 

(5) (6) (7) (8) 

1 4.5 LNG 0.162 x Brent+ $1.00 $126.5 

2 4.5 LNG 0.1485 x Brent+ $0.90 114.6 

3 4.5 Pipeline 8:1 Oil/Gas 109.4 

4 4.5 LNG 0.8 x (Brent / 5.8) 101.7 

5 4.5 Pipeline 10:1 Oil/Gas 88.2 

6 4.5 LNG 0.11 x Brent+ $1.30 83.8 

7 3.5 Pipeline 8:1 Oil/Gas 83.7 

8 2.7 LNG 0.162 x Brent+ $1.00 70.6 I 
9 3.5 Pipeline 10:1 Oil/Gas 67.0 I 

10 2.7 LNG 0.1485 x Brent+ $0.90 63.7 

11 2.7 LNG 0.8 x (Brent / 5.8) 56.2 

1;> 2.7LNG 0.11 X Brent+ $1.30 45.8 
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High Price 
Asia Gas= 

0.162 x Brent 
+ $1.00

Gas Strategies Port Authority 
Asia Gas = Asia Gas = 

0.1485 x Brent 0.8 x 
+ $0.90 (Brent/ 5.8) 

Low Price 
Asia Gas= 
0.11 x Brent 

+ $1.30

------ 2.7 bcf/d LNG Project------

10:1 8:1 10:1 

OiliGas Oil/Gas Oil/Gas 
Price Ratio Price Ratio Price Ratio Price Ratio 

3.5 bcf/d AECO 4.5 bcf/d AECO _
-- Pipeline Delivery - - Pipeline Delivery 

= More Likely Price Scenario(s) 

' 





� Yukon Pacific permit for export 

� Issued in 1989 

� 14mmta (-1.9 bcf/d) to Japan, South Korea, Taiwan 

� 25 years from 1st gas 

� Project will require D.O.E. review 

� Different project 

� Time elapsed 

� Different circumstances (e.g., U.S. is net importer of gas) 

� Political 

� Is recent Kenai decision comparable? 

� Smaller / shorter window 

� No perceived issues outside Alaska 

� Lengthy multi-year process for renewal 

� Experience with oil 

� Initial ban on exports 

� 1996 lifting of export ban, but too late to benefit Alaska 

� Still significant perception issue at Federal political level 



� Exports must be "in public interest" 

� Pros 

� Free trade 

� Efficiency (i.e., higher netbacks) 

� Balance of payments 

� Mare production for Lower.l48 

� Cons 

� Will lead to mor.e LNG imports 

� Will lead to more high-cost Lower-48 production 

� Will lead to higher gas prices for U.S. consumers 



70 ----------

60 ----------

50 ----------

17% 

LNG 

-------!.---

» If ANS gas is exported, it will
not be available for domestic
markets.

» Requires "replacement" with
more expensive domestic gas
or LNG imports.

» Forecasts indicate that ANS
supplies @ 4.5 Bcf/day will
reduce U.S. gas price by
- $0.30/MMBtu.

» At projected US consumption
of 70 bcf/d in 2030, this is
- $7 .5 billion annually.



(; 

» Chance of Federal intervention

» Federal government assistance with permitting

and loan guarantees in 2004 likely lead to tension

re: potential of exports

» National security concerns

» Argument that consumers in Lower-48 would be hurt

» Probably little Federal support for exports if Federal
gas is involved

» Pipeline project must also apply for export permit

» But, 2004 legislation specifically addresses export
to Canada



Conclusions 



' 

» Gas prices is Asia are likely to maintain a premium over U.S. gas
prices, though not at current levels

» U.S. prices will likely strengthen relative to Asian anct European
gas prices as U.S. domestic production becomes more ex�ensive
and LNG flows away from the U.S.

» LNG project would likely be viable under reasonable price scenarios,
assuming gas can l>e exported

» Economics of LNG delivery to U.S. West Coast would be worse
than pipeline delivery under any reasonable set of assumptions

» Under the reasonable price scenarios, 2. 7 bcf/d LNG project offers
$/MMBtu netbacks that are similar to pipeline netbacks

» Difference is some cases is not large relative to potential
estimation error



» However, larger volumes for pipeline deliveries produce higher
overall values (NPV) for resource owners under more likely price
scenarios

)iiii, 3.5 bcf/d pipeline> 2.7 bcf/d LNG by $11Bn to $16Bn 

)iiii, 4.5 bcf/d pipeline > 2. 7 bcf/d LNG by $25Bn to $30Bn 

)iiii, LNG project would produce somewhat higher NPVs if in the 
long run: 

)iiii, Oil prices stay high 

)iiii, Gas/Oil price ratio in Asia stays strong 

)iiii, Gas/Qil price ratio in U.S. remains weak 

)iiii, LNG can be exported and project advances at some time 
earlier than the pipeline 

( 



.. 

» Gaining Federal permission to export LNG to Asia will likely,
be very difficult

» D.O.E. permission

» Potential Federal legislation

» Export via Y-line will face similar challenges

» Federal acceptance of exporting may be more fav()rable if majority
of gas is already flowing to U.S. markets

» But don't count on it

» Oil experience along those lines v'",as not particularly
favorable



» Impact of potential delays

» Delay in pipeline relative to LNG does not change results
under more likely price scenarios

» Does the State have to choose between the two projects?

» Market-based outcome is more favorable

» Shippers can nominate to LNG project if they see it is
more economic

» Potential buyers of LNG can go "upstream" and negotiate
to buy gas

), Economics of LNG relative to pipeline not compelling 
enough to suggest that the State needs to "intervene" 
to make LNG happen at expense of pipeline 

•
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All-Alaska Project 

Mitsubishi global LNG player 

Involved in Kenai for 40 years 

Very familiar with Alaska LNG 
• Want to add ANS gas to portfolio

Mitsubishi/AGPA relationship 
• 1 year relationship with AGPA

Mitsubishi wanted to follow AGIA process and findings before
committing

Agreement finalized this week

Contingent on AGIA not diminishing Mitsubishi's ability to 
advance project 

Other participants expected 



AII-J.\laska Project 

Base case project volume 2. 7 bcf/d 

Less gas required at start-up 

ExRansion as reserves proven up 

First Gas to Alaskans 

Timing 

• 2017 not 2020

And 2017 ignores YPC permits



AGIA �NG Findings 

Major Areas of Disagreement 

Project economics 
Cost of liquefaction 

Initial J:)r0ject volumes 
Expansion 

ANS btu content 
Value added 
Alaska jobs 

Jones Act 
LNG is "complex" 



LNG Export Authorization 

Granted 

DOE Export Analysis 
• Presumption of export

Allow market to work
0 Balance of payments

Valdez Export License (DOE Order 350 & 350-A) 
Japan, Korea & Taiwan 
14 MT A for 25 years, starting at first shipment 
TransCanada only opposing party 
"Exxon urged ... market-responsive development of 
Alaskan natural gas" and DOE not to "place a stamp of 
approval on only one project or approach to development of 
Alaskan resources and discourage other projects or 
approaches." 



Canadian Permitting Risk -

Bennet Jones Report 

Delay 

Environmental (NPA vs. Newer Laws) 

First Nations 

• NPA exclusivity to TransCanada

Macl<enzie goes first

• ldairball �"' CJ B,11 1 0<"\ ��Jz w,� �r''/,r,..h,l,Jy' 



Way Forward 

Our overarching principle 
• All Alaska/LNG leg should not wait on resolution of

Canadian issues

TC must continue to advance LNG on parity with
Canadian option until successful open season, or LNG
freed from AGIA (i.e., no exclusivity)

Don't close door on LNG - options: 
• Written Clarification from TransCanada and State; or

Amend AGIA; or

Don't approve exclusive license
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Department of Energy 
Washington, DC 20585 

The Honorable John Harris 
Speaker of the House 
Alaska State House of Representatives 
State Capitol, Room 208 
Juneau,AK 99801-1182 

Dear Mr. Harris: 

JUN 13 z• 

Thank you for your letter of March 6, 2008 regarding the status of the authorization issued by the 
Department to the Yukon Pacific Corporation. On November 16, 1989, Yukon Pacific 
Corporation was granted authorization to export liquefied natural gas (LNG) from Port Valdez, 
Alaska in DOE/FE Opinion and Order No. 350. That Order was modified by DOE/FE Opinion 
and Order No. 350-A, issued March 8, 1990. The authorization, as modified, permitted LNG 
exports for sale to Japan, South Korea, and Taiwan in an amount up to 350 million metric tons of 
LNG ot an average annual volume of 14 million metric tons for a period of twenty five ye&rS 
beginning on the date of first delivery. This authorization was transferred from the Yukon 
Pacific Corporation to Yukon Pacific Company, L.P. in DOE Order No. 350-B oo August 4, 
1992. Since that action, the Department has had no substantive correspondence or 
communication with Yukon Pacific Company, L.P. concerning any interest in ascertaining the 
status of the now nineteen year old authorization. 

Under the terms of Opinion and Order No. 350, Yukon Pacific Company, L.P. is required to 
notify the Dcpartmtnt within 48 hours after the first export begins. To date, the Department bas 
received no notification that the predicates for utilization of the authorization hnve occurred, a 
precondition contained within the authorization. If Yukon Pacific Company, L.P. contacts the 
Department regarding this authorization, the Department would address at that time what, if any, 
further reviews and actions would be required should Yukon Pacific Company, L.P. seek to use 
the authorization. 

If you require additional information, please contact me at (202) 586-9460, or hove a member of 
your staff contact Mr. Scott ShilJer, Deputy Assistant Secretary for Congressional and 
Intergovernmental Affairs at (202) 586-5450. 

Sincerely, 

6.�t+�
Robert F. Corbin 
Manager, Natural Gas Regulatory Activities 
Office of Oil and Gas Global Security and Supply 
Office of Fossil Energy 
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arrangement.s approved by DOE,' would 
provide Conoco with blankel imporl 
approval, within prescribed limits, lo 
negotiate and transact individual, short· 
term purchase arrangements wilhout fur­
ther regulatory action. The fact that each 
r.rrangement will be voluntarily negoti­
ated, short-term, and marlw' -responsive, 
as asserted in Conoco's application, p� 
vides assurance that the transactions will 
be competitiV1: with other gas suppHes 
available to Conoco. This arrangement, 
therefore, should enhance competition in 
the marketplace. 

After taking into consideration all the 
information In the record of this proceed· 
ing, I find that granting Conoco blanket 
authority to import up to 20 Bd or natu­
ral gas from Canada during a period of 
two years, under contracts with terms of 
two years or less, i.s not inconsistent with 
the public interest. 

ORDER 

For the reasons set forth above, pursu• 
ant to section 3 of the Natural Gas A.ct, it 
is ordered that: 

A. Conoco Inc. (Conoco) is aulhorized
to import up to 20 Bcf of natun1l gas from 
Canada during a two-year period begin• 
ning on the date of the first delivety. 

B. This nntural gas may be imported at
any point on the international border 

where existing pipeline facilities are 
located. 

C. Within two weeks after deliveries
t:.egin, Conoco shall notify the omce of 

· Fuels Programs, Fossil Energy, FE-SO,
Room 3F-056, Forrestal Building, 1000
Independence Avenue, S.W., Washington,
D.C., 20585, in writing or the date that
the first delivery of natural gas author­
ized in Ordering Paragraph A above 
occurs.

D. With respect to the imports author­
ized by this Order, Conoco shall file with 
the Office of Fuels Programs within 30 
days following each c�lendar quarter, 
quarterly reports indicating whether 
import.s of natural gas have been made, 
and if so, giving, by month, the total 
volume of the imports in MMe£ and· tht: 
average purchase price per MMBtu at the 
international border. The repons shall 
also provide the d!!tails of each import 
transaction, including the .name of the 
purchaser if other than Conoco, estimated 
or actual duration c,f the agreement(s), 
transporter(s), point of entry, and, If 
applicable, the per unit (MMB\u) 
demand/commodity charge breakdawn of 
the price, any specinl contract price 
adjustment clauses, and .-ny<ite-u1,,PI')'
or make-up provisions. ,.

Issued in Washington, D.C., on Nov. 
ember 3, 1989. 

t70,259 
Yukon Pacific Corporation (ERA Docket No. 87-68-LNG), "Nevj

ember•l'fi-;-1'989. � 
� �· . 

DOE/FE Opinion and Order No. 350 

Order Granting Authoruation to Export Liquefied Natural Gu 
&om Alaska 
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Glossary of Abbreviations 

ADNR-Alaska Department of Natural 
Resources 
AGA-American Gas Association 
AGCF-Alaska Gas Conditioning Facil· 
ity 
Agreement en Principles-"Agreement 
Between the United States of America 
and Canada on Principles Applicable to a 
Northern Natural Gas Pipeline" 
Alaskan Northwest-Alaskan Northwest 
Natural Gas Transportation Company 
Alcan-Alcan Pipeline Company 
Alyeska-Alyeska Pipeline Service Com­
pany 
ANGTA-Alaska Natural Gas Transpor­
tation Act 
ANGTS--Ala.ska Natural Gas Transpor­
tation System 
ANGTS sponsors-Alaska Northwest 
Natural Gas Transportation Company 
and Foothills Pipe Lines (Yukon) Ltd. 
AOGCC-Alaslta Oil and Gas Conserva­
tion Commission 
Argonne-Argonne National Laboratory 
bbls--Barrels 

,r 70,259 

Bcf-Billion cubic feet 
BLM--'Bureau of Land Management 
Btu-British thermal 11nlL 
CERI-Canadian Enerv,y Research Insti· 
tute 
Decision-"Decision °'tld Report to Con­
gress 011 the Alaska Nntural Gas Trans­
portation System" 
D&M-Dames & Moore and Deci1ion 
Focus, Inc. 
DOFr-Department of Energy 
DOE Act-Department. of Energy Organ­
ization Act 
DRI-Data Research lnstitute 
EIA-Energy Informl\tlon Administra­
tion 
EIS-Environmental Tmpact Statement 
ERA-Economic Re1tlll11tory Administra­
tion 
Exxon-Exxon Corporntlon 
Exxon U.S.A.-Exxon Company, U.S.A. 
FEIS-Final Environmental Impact 
5.tatement 
FERC-Federal Enc,·gy Regulatory 
Commission 
Finding-"Presidentinl Finding Concern­
ing Alaska Natural Ga11" 
Foothills--Foothills PIile Lines (Yukon) 
Ltd. 
FPC-Federal Power Commission 
GCF-Gas Conditioning Flicility 
GRI-Gas Research ln11titute 
Jen.sen-.Jensen AssoclRLcs, Inc. 
LNG-Liquefied Naturnl Gas 
Mcf-Thousand cubic feet 
MMBtu--Million British thermal units 
NEB--Canadian National Energy Board 
NEPA-National Environmental Policy 
Act of 1979 
NGA-Natural Gas Act 
NGPA-Natural Gas Policy Act of 1978 
NPC-Northwest Pipeline Corporation 
OFI-O!fice of Federal Inspector 
OPEC-Organization of Petroleum 
Exporting Countries . 
PG&Fr-Pacific Ga.s and Electric Com­
pany 
PG1-Pacific Gas Transmission Com­
pany 
quad-quadrillion.British thermal units 
R/P rati1>-Ratio of proved natural gas 
reserves to production 
Reorganization Plan-Reorganization 
Plan No. 1 of 1979 
Statoil-Statoil North America, Inc. 
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State Department-United States 
Department of State 

TAGS--Trans-Alaska Gas System 

TAPS--Trans-Alaska Pipeline System 

TAPS Carriers-the seven companies 
that own the Trans-Alaska Pipeline Sys­
tem 

J 

Td-Trillion cubic feet 

USACE-United States Army Corps of 
Engineers 

USGS--United States Geological �urvey 
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I.Summary

The Department of Energy (DOE) is 
granting the application of Mttkon .Pacific 
Corp<ira,dpn-(Yukon -:P.acific} for authori­
zation ·under section 3 of the Natural Gas 
Act (NGA) to export natural gaa from the 
North Slope of Alaska to the Pacific Rim 
countries of Japan, South Korea, and Tai­
wan by means of the proposed Trans­
Alaska Gas System (TAGS). The DOE 
has concluded that this export will not be 
inconsistent with the public interest. In• 
partic\flar, the DOE finds UUt' this. gas• 
suppl>: is not n«ded to �nsure AmericaB 
consumers adequate supplies at reasona., 
ble prices: In addition, the DOE expecu 
the TAGS export project to provide 
important benefits in the areas of energy 
security, energy production, international 
relations, trade deficit reductions, and the 
Alaskan economy. 

The DOE has conditioned the export 
authorization to minimize any detrimen­
tal effects on American consumers, the 
Alaska Natural Gas Transportation Sys. 
tem (ANGTS), and the environmenL Spe­
cifically, the authorization provides that 
no costs of the export project can be 
recovered from American consumers, that 
no action can be taken in connection with 
the export project that would impair the 
construction and operation of the ANGTS 
project, and that the export project ,nust 
b e  undertaken in accordance with all 
applicable environmental procedures and 
safeguards. 

Il. Backeroun d  
In the winter of 1957-68 a wildcat rig 

drilling Prudhoe Bay State Well No. l on 
Alaska's North Slope struck. a formation 
that, when later delineated, proved to be 
the biggest known crude oil deposit ever 
found in the U.S. and one of the largest 
accumulations of natural gas. The 
Prudhoe Bay Field afone contains an esti­
mated 26 Tc! of recoverable ga1 reserves z 
more than 13 percent of the proveh nat�­
ral gas reserves in the U.S. While the 
ultimate gas potential has yet to be deter­
mined, total accumulations In reservoirs 
on the North Slope have becin c:stimated 
at more than 100 Tcf. 

In 1970, the Alyeska Plpcll1111 Service 
Company (Alyeska) was formed to con­
struct and operate an oil pl11cllne from 
Prudhoe Bay to Valdez, a de11pwater port 
in southern Alaska. Pipeline conatruction 
of the Trans-Alaska Pipeline System 
(TAPS) began in the winter of 1974-75 
and by 1977 crude oil was being trans­
ported through the pipeline for markeu 
in the lower-48 states. 

By the mid-1970's, variou1 J)lans for a 
transportat.ion system that could bring 
North Slope gas to the lower-48 states 
were considered. Between 974 and 1976 
three different projecu cam'i: before th� 
Federal Power Commission (FPC) forcer­
tification. Because Congrcsa was con­
cerned about natural gas cunallmenu on 
the interstate transmission 1ystem, and 
feared a permanent supply 1hortage, it 
enacted the Al11k1 MAtLlitL.tiu.!�QI: 
�lion Ac}JANGT.;\? in 1976 to ensure 

By;pqtipg. ,th� •Rpllc;,.t101j, the OOF' that rcgu1ttory-a�tlon"or-inactlon would 
is not icUctauni, .-that .a. specific project' not stand in the way of the efforts of 
s'hould be .undertaken for developing• private parties to bring North Slope pa 
Nor�ope-natural-gai':t'1ffle-•1t-pprt,vlil to market.> The purpose of ANGTA was 
neith� commiu �y· natutal· gas- 'stippliest to streamline the lengthy certification 
to Yukon P�o'J1or ere.a�· any· N!gula-' pror.ess by authorizing the PresidenL to 
tory }_!!!pcd{menii""fooUicr�l'{ortlt SI� • designate a transportation system from 
natural gu projects, including ANGTS. t among the competing projecu, subject to 
Rather, the spproval is intended to spur Congressional approval. In addition, in 
competition to develop North Slope natu- response to the perceived regul•tory 
ral gas efficiently, with the marketplace delays and inefficiencies in connection 
determining the course of developmenL with the construction of TAPS, ANGTA 
The public interest lies in bringing this included provisions designed to expedite 

. immense energy reaource to market in an the construction and initial operation of 
efficient and timely manner. the selected gas transportation system 

1 For purpcaes of t.bil onier, Nonh Slope 
natural gas means gu derived from lhe area of 
the Stale of Alaska north of lhe Brooks Range,
Including the continental ahelr of lhe U.S. 
under the Beauforl Sea.

Federal Eneru GuldellnH 

2 Alaska Department of Natural Retources, 
H'woric:.al and Projected Oil and Gu Con,ump­
tiGO, January 1989. 

J IS U.S.C. 719 et ,eq. 
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and to prevent agency actions that would 
hinder expeditious completion of that sys­
tem by the project's sponsors.' 

Although ANGTA removed and mini­
mized regulatory barriers to tbc permit­
ting and construction of the selected 
trt.nsportation system, responsibility for 
realizing the project was left to private 
parties. Likewise, responsibility for cffi­
ci en t ly developing North Slope gas 
reserves was left to the owners of the gas. 
ANGTA did not mandate the use of this 
gas in domestic markets. In fact; sectiori'-
12� of ANGTA expressly - permm the 
ci�r'tof NortnSfope gas iCthe Prestcfcnt 
fin9.! tl)at �uch· �xports will not effect 
Arnerican•consumers adversely. 5 

On September 22, 1977, following the 
signing of an agreement on principles 
with Canada,6 President Jimmy Carter 
transmitted to Congress his decision con­
cerning ANGTS.7 The Presidenl's Deci­
sion and the Agreement on Principles 

4 In particular, section 9 of ANGTA prohil>­
its actions that "would compel a change in the 
basic nature and general route of the approved 
transportation system or would otherwise pre­
veni. or impair in a.ny signific:aJ'lt � the 
expeditious const.ructio.n a.nd initial operation 
of such transportJLtion system." 

• S Section 12 of ANGTA pn>vidcs: 
Any exports oC A1asb natural ps sbaI1 be sub­

ject to the requiremenu of the Natural Gas Act 
and section 103 of the Energy Policy and c-­
tioo Act, except that in addition to the nquire-

• menu or such Acu, before any natural ps in aasa 
,of 1,000 Md per day may be apon.ed to an.y 
:nation otber than Canada or Maico. the Praidcnt
�ust make and publish an uprcss fincfinc that

,'> ·,ucb exporU wiU not diminish the total quantity or 
if quality nor increase the total price of energy avail­. .Able to the United St.ates. 

6 "Agreement Between the United Statu of 
America and Canada on Principles Applicable 
to a Northern Natural Gas Pipeline," Septem­
ber 20, 1977, U.S.T. 3581, T.l.A.S. 9030, which 
established the terms and conditions by which 
the two countries would cooperate to facilitate 
tl\e construction, by private parties, of a joint 
gas pipeline system for the transportation of 
gu from Alaska and Northern Canada. 

7 Decision and Report to C� oo tbe 
Alaska /If atural Gas Tram,po,ution System,
issued by the President on September 22, 1977, 
pursuant to section 7 of ANGTA. This decision 
selected the Akan Pipeline Company (Akan) 
to build and operate the U.S. portion of the 
ANGTS. Subsequent to the President's Deci­
sion, the FPC issued certificates of public con­
venience and necessity to Alcan. Tbcru.ftcr, 
Alea.n's rights were transferred to AJukan 
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were approved by Congress on November 
8, 1977.8 Because of fluctuations in 
energy market conditions and the appear­
ance of widespread gas surpluses, the 
sponsors of the ANGTS project decided in 
April 1982 to postpone <'onstruction of the 
Alaskan segment of the system. iJn the 
absence of a gas transportation system, 
almost all of the natural gas produced on 
the North Slope in conjunction with the 
oil has been reinjected into the reservoirs. 

The decision concerning the Alaskan 
segment can be linked to a fundamental 
change in circumstances and behavior of 
natural gas markets in North America 
during the last decade When the gas 
shortages of the seventies have been 
replaced by adequate supplie.s for the 
foreseeable future. To a large extent, this 
change bas resulted from decisions to 
abandon govcrnmen�·mandated price 
controls and other artificial regulatory 
restraints on the operation of the muket 
in favor of competition,9 

Northwest Natural Gas Transportation Com­
pany. In the Agreernen1 011 l'rinciples the two 
govcmme.nts designated J\'oulhills Pipe Lines 
(Yukon) Ltd. as the com11Any responsible for 
the construction and opcr1u Ion of the Canadian 
segment of the system. A, C,escribcd in the 
President's Decision, the ANGTS.would be a , 
5,CJOO.milc pipeline originating on the North 
Slope and traversing C11n11tla to the lower-48 
states. Tite Canadian segment would be 2,000 
miles loni. To accommodate the growing sur• 
plus of exportable Canadian gas from Alberta, 
the pn>ject's construction wu scheduled in two 
phases to enable export or Canadian gas pend­
ing the full completion of the system. The first 
phase of construction commenced in December 
1980 with the building or a 1500-milc section 
that originates at a point just north of Calpry, 
Alben&, and splits into an Eastern and West.­
cm leg as it enters the U.S . The Western Leg 
terminates at Stanfield, Oregon, and the East· 
cm Lee terminates at Ventura, Iowa. These 
"prebuild" segment.s or the system were com­
pleted in 1982 and Canadian gas now flows 
through them. 

8 Pub. L. No. 95-158. 
9 The shift fn>m regulation to market compe­

tition has not been confined to natural gas but 
has occurred throughout the energy market. 
For example, in January 1981, President Rea­
gan, thn>ugh the issuance of Executive Order 
12287, removed allocation and price controls 
from crude oil and refined pet.rolcum product.I. 
This at-tion· resulted in increased competition 
between fuel oil and natural gas, which, in 
tum, caused extensive fuel switching in the 
industrial market. 

Federal \:nero Guidelines 
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In 1978, Congress, through the passage 
of the Natural Gas Policy Act of 1978 
(NGPA),10 established as national energy 
policy the movement toward a competi­
tive gas mark.et in the U.S. The NGPA 
initiated a partial and phased relaxation 
of wellhead price controls, thereby 
encouraging producers to  find and 
develop more gas. In July 1989, the 
NGPA was amended to remove all 
remaining wellhead price controls by 
1993. II In addition to the removal of well­
head controls, Congress has acted to 
remove demand restraints that attempted 
to dictate how natural gas should be con• 
sumed.12 

In conjunction with these statutory 
actions, the Federal Energy Regulatory 
Commission (FERC), exercising functions 
formerly vested in the FPC, has taken 
numerous regulatory steps to increase the 
competitiveness of the natural gas mar­
keL The centerpiece of the FERC's regu­
latory efforts has been the establishment 
of an open-access transportation systt'm 
that permits producers and consumen to 
deal directly and establish market-respon­
sive prices for gas supplies.13 The FERC 
also has acted in other areas to remove 
regulatory barriers to competition.14

10 15 U.S.C. 3301 et Hq, Among other 
things, the NGPA provided for the p!aaacd 
dec:oatrol of owr SO percent of natural ps at 
the wellhead. The Sup,eme Court has charac. 
teriaed the NGPA u a Congressional detenni­
nation "to move toward a !eat regulated 
oauonal natural gu market" which "sfve[sl 
market forces a more a.ignlficant role In detcr­
mini"- the supply, demand, and the price of 
natural ps" and bu found that "the chanp In 
rqulatory perspective embodied 1n the NGPA 
rated in significant part on the belief that 
dlrect federal price. oontrol euc:erbated aupply 
aDd demand problems by preventing the mat• 
ket from making long-term adjuatmenta." 
Tran.sconrlncntal Gu Pipe Line Corporation v. 
Suu Oil and Gas Boa.rd of MwmippJ. 474 
U.S. 409, 422-4. (1986); .ee al.lo FERC v. MM­
tia &ploration Manawemeni Co. (NGPA 
denotw l�tive preference for derqulatof)' 
uatmeot rather than regulatory support of 
practices not responsive to market conditions), 
1<8 S.CL 1765 (1988); Pearuoll Catnpaay v. 
FERC ("'The NGPA is a fundamental cha� 
in rcgulatoJy outlook."), 645 F .2d 360, 378 
(1981). 

11 Natural Gu Wellhead Decontrol Act ol 
1989, Pub. L No. 101-60. 

12 Congress repealed oil and gas rutricti00,1 
imposed by the Fuel Uae Act tint prohibited 
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The shift to a competitive marketplace 
was not confined to the domestic markeL 
Both the U.S. and Canadian Governments 
developed a market-ba,ed approach to 
their respective import and export poU­
cies. The continuing surphu or gu sup­
plies and, with it, the increulng pressure 
for greater competition in ga• markets in 
the U.S., led the Secretary or Energy to 
issue new policy guidelines In 1984 relat­
ing to gas imports.15 The OOE's policy 
guidelines established new criteria for 
review of import applications and defined 
the "public interest" as enhanced compe­
tition in markets served by imporu, 
reduced federal intervention In the mar­
ketplace, and encouragement of negoti­
ated arrangements between buyers and 
sellers, thereby allowing greater flexibility 
in individual contracts. The ob,lt:ctlve of 
this policy was to complement domestic 
initiatives toward market oriented gas 
regulation by allowing market forces, in 
lieu of re.gulatory constrainta1 to define 
supply and demand. ��fect,i .t.pe "'�-. 
!ines. repr�� ., d.eterJ!li?.!;ll'!" tht,t it 
u iii JU ,j,ll$.c .� ,ltt �ket
fo� �h •:fDW\�.4Dl qf r9gul��ory �on­
stra�,ts. �dt;fin� effictent cnorgy ptoduc-• 
tion and consumption. '>, 

I • la ' new c ectnc powcrp nts and new larsc indus-
trial boiler facilities from u1inc natural gas or 
petroleum aa a primary source of enel'I)', It 
alto repealed the incremental prici111 provi­
sion, of Title n of the NGPA. See Pub. L. No. 
lQ0..42. 

U Rqulac/oo ol Natural Ga, Pipelines Alter 
Panlal We.llhead .Dec:onlrl>l (Order 436), 50 FR 
42408 (October 18, 1985), vacatod, Asloclaud 
Gu Disuibutor, v. FERC, 82'4 F 2d lil81 (D.C. 
ar. 1987). The FERC imaed Interim Order 
500 on Aurutt 7, 1987, readopt1n1111ou of the 
provisions of Order 436, S2 FR 30334 (Aul\'lt 
14, 1987). On Oeuiber 16, 1989, the D.C. Cir­
cult ftnlanded the record for the FERC to 
1- a final rule within 60 day,, 1989 WL
120705.

14 See e-1., Final Rule, EJlmluUon of Vam· 
ble Casu ll'Olll Cert.aln Natural Ga, Pipeline 
Minimum Commodity Bill Provl,lon,, 27  
FERC 161,318 (1984); Ceili,v Prices; Old Ga::
Pridnl Sr.ructure, 51 FP 7.21tl8 Oune 18, 
1986). 

15 New Policy Guidelines Relalln6 to the 
Rqulation of Imporred Natural Gas, 49 FR 
6684 (February 22, 1984). 
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Paralleling the U.S. move toward 
greater competition in gas markets, 
Canada progressively liberalized its pro­
cedures £or review of natural gas export 
applications. In 1984, Canada shifted 
away from regulated, uniform, volumeuic 
prices for exports that had been instituud 
in 1975, to a policy that offered exporttrs 
the option of negotiating the sales price in 
export contract.5. As of 1986, the Cana­
dian National Energy Board (NEB} no 
longer required that it give prior appt'O'-al 
of export prices. ln 1987, the NEB 
adopted new procedures that allowed 
market forces to determine export leve.ls 
as long as Canadian needs are served ade­
quately and fairly. 

Finally, the U.S./Canada Free Trade 
Agreement came into force January l, 
1989. It was a reflection of the changes 
that had taken place in both countries' 
energy policies. It formalized the princ·­
ple that free and open trade is in the best 
interest of the citizens of the U.S. and 
i:&nada. 

This evolution In natural gas trade bas 
not been confined to Canadian imporu. 
In 1983, �ident Ronald Reagan &nd 
Japanese. Prime Minister Yasuhiro 
Nakasone indicated their interest in pri­
vate commercial efforts to bring Nonh 
Slope natural gas to Pacific Rim coun­
tries, including Japan. They recogn.iud 
the benefits in the free trade of energy 
resources, as demonstrated by the p.s 
e.xport project operated jointly by Phillips
66 Natural Gas Company and Marathon
Oil Company which, for about 20 years,
has liquefied and shipped gas from the
Cook Inlet area of aouthem Alaska to
markets inJapan.16 

In 1982, Yukon Pacific began exploring 
the concept· of a trans.Alaska pipelin.e, 
combineo with a liquefied natural p.5 
(LNG) terminal in southern Alaska. for 
marketing North Slope gas in Japan and 

, other Pacific Rim countries. In 1984, 
after studying the feasibility of the � 
ject, Yukon Pacific applied to the Buruu 
or Land Management (BLM) and the 

.,U.S. Army Corps of Engineers (USACE) 

16 Currently; apprcwmately 52 trillion Btu"s 
(52 BcO of LNG annually ls authorized to be 

,exported by Phllllpl 66 Natural Gu Company 
a.nd Maratbon Oil Company. � Phillips 66
Narura/ Gu Company; Marathon Oil Com­
pany, t ERA fi'0,130 (July 28, 1988). 
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for the necessary permits to build the 
TAGS pipeline. A rl11ht0of-way grant for 
the TAGS project was l"1ued by Bl..M on 
October 17, 1988. 

"' ..

On :January 12, 1988
1 

President Rea-
ga.n re!)loved the .. section 12 i�pediment 
to export.s .of North Slope natur!ll gas by 
issuing a,f!nding that such exporu would 
not affect adversely tl1e quantity, quality, • 
or price. �f the e'!�rw 51,!PPli� available 
LO U.S. .consum�r�.1 Jn particular, the 
President found that "there exist ade• 
quate, secure, reasonably priced suppliu 
of ne_tural gas to meet the domeatic 
demand of American consumers for the 
foreseeable future." The President acted 
to let "the marketplace undertake a real· 
istic consideration of various options con· 
ceming Alaska natural gas" by allowing 
"any private party to develop th\S 
resource" and setting "up competition for 
this purpose," The President's Finding 
stated that "the npcration of market 
forces is the best. guarantee that Alaska 
natural gas will be developed efficiently 
and that there will ho 11n Incentive to find 
additional reserves." 

In conclusion, North Slope natural gas 
is a major energy rcauurce whose efficient 
development has been 'a,.._goal or U.S. 
energy policy since lu disc� in 1968. 
In response to chanKlng conditions in the 
domestic

1 
and internlltlonal energy m:u. 

keta, th� have been various proposals 
for developing thla resource. Legis�tive 
and regu1atory policy changes in the past 
decade and market forces have combined 
to increue competitiveness of natural gas 
in the U.S. market. � of yet, however, 
North Slope gas has been left undevel­
o� It is in thil hiatorical context that 
the DOE considered Yukan Pacific's 
applicadon to expon North Slope gas. 

m. Procedural Hlatory

A. Application and Project Description 

On December 3, 1981, Yukon Pacific
filed an application with the Economic 
Regulatory Administration (ERA), 1.9 for 
authority under '.he Natural Gas Act 
(NG� export up to 14 million metric 

17 See Presidential l•indin°1 c=:cemia1 
Nub Narura/ Gu, 53 FR 999 (January 15, 
� 11 0n TanilirY e, 1989, moon rw1clions,
including the regulation of natural gas lmporu 
and cxporu, were t.ranaferred from the ERA to 
the Office of Fossil Energy. 

Federal Eneru GuldtHMI 
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tons of LNG annually (660 Bcf regasified) 
to the countries of Japan, South Korea, 
and Taiwan for 25 years, beginning on 
the date of first delivery. The natural gas 
would be transported from the Nonh' 
Slope·oy means of the proposed T ACS. 
pipeline to a- tidewater site at Port­
Valdtz, Anderson Bay, on Alaska's south­
ern coast. At Valdez., the gas would be 
converted to LNG for ocean transport to 
the Pacific Rim markets. 

According to Yukon Pacific, construc­
tion of the proposed TAGS facilities will 
require five years and-will commence 
when..all .required 6ovemment.al approv­
als are obtained and LNG sales contracts 
are signed wilh the Pacific Rim custom­
ers. The first exports of LNG arc 
expected to occur in 1996 when construc­
tion of TAGS is scheduled to be completed 
and Yukon Pacific would be able to initi­
ate operations. The principal components 
of the TAGS project are: (1) a 796.S..mile, 
36-inch outside diameter, buried and chil­
led natural gas pipeline from Prudboe 
Bay to Port Valdez, with a design capac­
icy of 2.3 Bd of natural gas per day; (2) 
'ten compressor stations along the pipe­
line; (3) a liquefaction plant at  Port 
Valdez that would include four LNG 
ptocessing units to remove impurities 
from incoming gas, and to reduce the tem­
:perature of the gas to -259 degrees Fahr­
enheit, condensing it to the liquid &tale 
for storage and shipping; (4) four LNG 
storage tanks, each with an individual 
'capacity of 800,000 barrels (bbls); (5) a 
,-'marine terminal to berth and load two 
•LNG tankers; and (6) 15 LNG ocean

:ransport vessels having individual cargt>
capacities of a nominal 125,000 cubic
�etcrs. In addition to I.he above facilities
_proposed by Yukon Pacific for the TAGS
:project, a gas conditioning plant would be
required in the Prudhoe Bay area to
deliver to the TAGS pipeline natural gas
of a quality suitable for subsequent con­
.,�rsion to LNG at Anderson Bay.

Vukon Pacific states that it has
entered into discussions with the owners
(certain producers and the State of

19 53 FR 3617, February 8, 1988. 
20 The TAPS Carriers are ,even companies 

that own the Trans-Ala.ska Pipeline System. 
They are: Amerada Hess Pipeline Corporation, 
ARCO Pipe Line Company, Enon Pipeline 

·company, Mobil Alaska Pipe Linc Company,
Phillips Alaska Pipeline Corporation, Sabio 
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Alaska) fo1 their North Slope gas. These 
discussions are focusing primarily on 
purchasing gas from the principal reser· 
voir in the Prudhoe Bay Field, the Sadler­
ocbit formation. According to Yukon 
Pacific, the contract tem1s with each pro­
ducer would be established through arms­
length negotiations and would he flexible 
over the term of the agreements to reflect 
market conditions. The purchase price to 
be paid to producers would be determined 
by a formula using a base price per 
MMBtu adjusted for variations in the 
LNG price at the point of destination. 
With respect to the sale of this gas, 
Yukon Pacific expects to negotiate in 
arms-length transactions 25-year con­
tracts I.hat would be responsive to inter­
national gas market conditions. Yukon 
Pacific anticipates that the delivered 
price of LNG sold under the proposed 
export arrangement would start with a 
base price per MMBtu and would vary 
each month according to a formula based 
upon changes in the average selling price 
of selected major crude oils. 
B. Notice and Interventions 

The DOE issued a notice of the appli­
cation on February 1, 1988, Inviting pro­
tests, motions to inte�nc, notices of 
intervention, and comments lo be filed by 
March 11, 1988.19 Seyen timelY motions 
to .in�e.rvene •• !'.ere- filed! b)! J:;l�Jh�ty• 
Pipeline Corpo.J:!tion �), thct.S\,&te �! 
Alaska_. Pacific. Gas...l'ransmiuion Com­

pan'"y�T) and Pacific Gas anq Electric , 
Company (PG&E) (jointly);"' Alaskan 
Northwest N9:tura.l Gas' T�aqsportation1 

Company (Alaskan.Northwest), F�thills 
Pipe Lines (Yukon) Ltd. (Foothills),• t6e .· 
TAPS -�Cf\ and Aly�lta (j!JinJ�Y.)1� 
and the Exxon Corporation.. {Enon). 
Stat'oil North America, lnc. (Statoil) filed 
a late motion to intervene on March 25, 
1988. Air Products and Chemicals, Inc., 
filed comments supporting the TAGS pro­
ject but did not seek to intervene, The 
U.S. Department of State (State Depart· 
ment) submitted a letter 21 it received 
f.rom the Canadian Embassy concerning 
the application. Alaskan Northwest and 

Alaska Pipeline Company, and UNOCAL Pipe­
line Company. 

21 Letter dated March 9, 1988, from Mr. 
Leonard H. Legault. Charge d'afraires, Cana­
dian Embusy to Mr. John P. Ferriter, Deputy 
Assist.ant Secretary ' International Energy 
and Resources Policy, Department o( State. 
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order set January 25, 1989, as the date for 
the public conference LO be held in 
Anchorage, Alaska. Alaskan Northwesl, 
Foothills, the TAPS Carriers, Exxon, the 
St.ate of Alaska, and Yukon Pacific (iled 
written statements or made oral presenta­
tions at the public conference. 
E. Other Filings 

Foothills opposed the application, 
requested its dismissal, and in the event 
that the application was not dismissed, 
Foothills requested a trial-type hearing 
and discovery procedures. (Hereafter in 
this order, where their views coincide, 
Alaskan Northwest and Foothills are 
referred lo collectively as the ANGTS 
sponsors.) NPC did not express an opinion 
on the merits of the export proposal. The State Department submitted on 

January 11, 1989, a letter to be added to 
C. Order Requesting Additional Com- the record from the Charge d' affaires of
ments the Canadian Embassy in Washington 

On July 25, 1988, the DOE issued a D.C., expressing the Canadian Govern­
procedural order requesting further infor- ment's renewed concern about the impact 
mation from Yukon Pacific, providing of the proposed export project on the 
opportunity for further comment from all ANGTS projecL24 On February 7, 1989, 
partie.s, and granting intervention to all the State Department submitted for the 
eight movants who re.sponded to the record its reply to the Canadian Charge's 
DOE's February 8, 1988, Federal Regis- letter in which it pointed out ·that the 
ter notice of the application. The DOE U.S. had, as originally agreed, undertaken
denied several motions filed by the par- aJI actions necessary to facilitate con-
ties requesting: (1) dismissal of the appli- struction of the ANOTS and eliminate 
cation; (2) denial of interventions; (3) a regulatory obstacles to private financ-
trial-type hearing; (4) rehearing; and (5) ing.25 Since both the State Department 
an opportunity to conduct discovery. The and Canadian Embassy letters merely 
requests for additional prcx:edures were restate their views thnt are already part 
denied without prejudice to the filing of of the record in this proceeding and since 
similar requests at a later stage in the no one opposed the inclusion of their cor­
proceeding. 22 The procedural order re.spondence in the record, the DOE 
requested submission of comments by hereby admits these le�rs into the
August 24, 1988, reply comments by Sep- record. , 
tember 23, 1988, and requests for addi- Foothills filed on March 17, 1989, a 
tional procedures by October 10, 1988. motion tp enter into the record a state­
The DOE received comments from Alas- ment presented to the Alaska State Legis­
kan Northwest,-Foothiils, Yukon Pacific, lature by an official of Exxon Company, 
the State of Alaska, PGT and PG&E U.S.A. (Exxon U.S.A.), that expressed the
Gointly), and Statoil. -·- view thai.-ir-irnot economically-feasible------
D. AlttSka Public Conference at today's prices to develop North Slope 

Following submission of comments in
response to th.e DOE's July 25, 1988, pro­
cedural order, Foothills filed a request for 
a trial-type hearing, or alternatively, a 
public confe.rcnce. ln addition, Alaskan 
Northwest renewed its earlier request 
expressed in its motion to intervene for 
dismissal of Yukon Pacific's application. 

On December 5, 1988, the DOE issued 
a procedural order that denied the 
requests for dismissal of the application 
and for a trial-type hearing but granted 
the request for a public conferencc.23 The 

Z2 See t.he DOE's July 25, 1988, procedural 
order, at 11-15. 

23 DOE's December S, 1988, procedural 
order, at 1-2. 
• 24 Letter dated January 9, 1989 from Mr.
L.B. Legault to Mr. J.P. Ferriter.
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gas for either the domestic or the Pacific 
Rim markets. Exxon U.S.A. stated that 
"[a]n assured market and a substantial 
real growth in energy prices will be 
required before a project to commercialize 
North Slope gas reserves can be eco­
nomic" and that such conditions most 
likely will not exist until after the year 
2000 and then will be much more likely 
for the domestic market than for the 
export market.26 On March 21, 1989,
Exxon U.S.A. ali;o filed a copy of this 
statement to be ndded to the record. 
Yukon Pacific requested that the DOE 

25 Letter elated January 30, 1989, £rom Mr. 
J.P. Ferriter to Mr. L.H. Legault. 

. .

215 See statement o( Mr. Judd Miller, Vice 
President of Exxon Company U.S.A., presented 
to t.he Senate Special Committee on Oil and 
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reject the stalement on the grounds that 
the issues enumerated are ir-elevant to 
this proceeding and lhe statement was 
filed late. The DOE concludes that admis­
sion of the statement would not adversely 
impact the proceeding or flarm any party 
since it does not contain any relevant 
material that was not contained in prior 
submissions. Accordingly, the statement 
is hereby admitted into the record of this 
proceeding. 

Finally, on June 28, 1989, a letter 
enclosing a "Third Amendment to Appli­
cation" was submitted by Yukon Pacific. 
Although termed an amendment, Yukon 
Pacific's filing consisted entirely of news­
paper and trade press articl� concerning 
prospective LNG trade between Indone­
sia and certain Pacific Rim countries. On 
July 27, 1989, the DOE returned Yukon 
Pacific's filing after determining that it 
did not qualify as an amendment under 
the DOE's procedural rules because the 
information did not constitute a substan­
tial change in the application and the 
material was not relevant and.material to 
the resolution of the issues in this pro­
ceeding. 

IV. Comments Received
A. Alaskan Northwest a.nd Foothills

The ANGTS sponsors opposed the
application in their interventions, ip lheir 
responses to the Juiy 25 procedural order, 
and at lhe public conference helcl in 
Anchorage. Their positions are f\mdamen­
tally the same and are based primarily on 
their view t .bat the proposed export could 
have an adverse impact on the ANGTS 
project. They advance several arguments. 
First, they argue that the application 
does not comply with· the DO E's adminis­
trative regulations because it does not 
contain enough meaningful information 
for it to be properly evaluated. Specifi­
cally, they argue that the application 
does not include gas purchase or resale 
contracts, informatior on the gas condi­
tioning facility expected to be used for the 
(Footnote Continued) 

Gu or the Alasl:a State Legislature on March 
10, 1989. 

r, Atigun Pa.ss is the highest point to be 
crossed by the TAGS pipeline In the Brooks 
Range. It is a narrow pinch point that cur­
rently accommodates the TAGS pipeline and a 
state highway, and is part of the ANGTS pipe-
line route. 

Flderlll En•rv Guldellnes 

TAGS project, a study regarding the fea­
sibility of construcling both the proposed 
TAGS and ANGTS pipelines through 
Atigun Pass,27 a complete environmental 
impact analysis of the project, a detailed 
description of the project's participants, 
and verifiable data dcmor.strating that 
the gas is not needed in the U.S. 

Second, based on several energy supply 
studies and reports submitted with their 
comments, the ANGTS sponsors argue 
that North Slope gas would be needed and 
economically competitive in the Jowe.r-48 
states by the mid-1990's. They contend 
that the excess demand in the Jower-48 
states cannot be met by other energy 
resources as or more efficiently than by 
the proposed export volumes. The 
ANGTS sponsors assert that substitute 
fuels for North Slope gas, such as coal and 
oil, would be environmentally inferior to 
natural gas, which burns cleaner. They 
maintain that increasing dependence on 
coal and oil would contribute to ozone 
layer depletion in the atmosphere, "acid 
rain", and the "greenhouse" problem of 
global waming,28 and alternative gas sup.
plies, such as development of Canadian 
frontier gas, would be morci costly. In 
addition, they assert t� the commit­
ment of North Slope gas �erves to for­
eign interests would jeopardiie national 
energy security by depriving the U.S. of a 
source of available reserves to offset the 
declining energy base in the lower-48 
states, and by increasing U.S. dependence 
on oil imports. 

Third, they contend that the TAGS 
project would impair completion of the 
ANGTS because there arc not enough 
proven reserves of gas on the North Slope 
to support both the TAGS and the 
ANGTS projects. The ANGTS sponsors 
assert that they need 26-30 Tc£ of 
reserves to justify construction. They 
argue that such an impairment would vio­
late section 9 of ANGTA and also harm 
relations between the U.S. and Canada 
since it would constitute a breach of the 

28 Natural gas produces less carbon dioxide 
during combustion th4n does oil or coal, and 
carbon dioxide i5 one of the "greenhouse" gases 
that some scientisu believe is a major contribu­
tor to possible global climate change. High 
emissions of sulphur dioxide a.nd nitrogen oxide 
froJU burning coal arc precursors to "acid 
rain�" 
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1977 U.S./Canada Agreemenr on Princi­
ples. 

Fourth, they contend that the proposed 
TAGS project would be economically and 
environmentally detrimental due to con­
struction of the TAGS and the ANGTS in 
close proximity to each other and due to 
the duplication of facilities. (The northern 
portion of the TAGS pipeline would paral­
lel the proposed route of ANGTS). They 
maintain that the TAGS Final Environ­
mental Impact Statement (FEIS) i.ssued 
by BLM in June 1988, is incomplete.29 In 
particular, they assert that it does not 
address the environmental impact of or 
identify the gas conditioning facility that 
Yukon Pacific plans to USC as part of the 
TAGS project. 

Finally, the ANGTS sponsors ·contend 
that, if an export authorization is issued 
to Yukon Pacific, then the following con­
ditions must bt: attached thereto: (1) that 
Yukon Pl\cific files in the record gas 
purchase, sales, and transportation con­
tracts specifying the gas reser.•es to be 
purchased, transported, and sold; (2) that 
proven reserves needed to.supply ANGTS 
will not be depicted by TAGS; (3) that 
ANGTS has first call on North Slope gas 
for delivery to the lower-48 states, if 
needed to meet contractual obligations 
and to preserve the project's economic 
viability; (4) that construction of ANGTS 
sna.U have priority ove.r TAGS in order to 
avoid incurring additional costs t.bat 
would have to be borne by U.S. customers; 
(5) that Yukon Pacific submit definitive
data on the gas conditioning facility to be
conslr\Jcted and used by TAGS; and that
Yukon Pacific also submit definitive data
on Atigun Pass demonstrating the feasi­
bility of constructing TAGS at that loca­
tion; (6) that Yukon Pacific identify any
planned simultaneous construction of
TAGS and ANGTS, proposed cost sharing
and joint use arrangements, and provide a
definitive analysis of the net economic
benefits of the proposed export; and (7)
that any final authorization issued· be
subject to suspension, modification, or
revocation upon a showing that continua­
tion of the proposed export is no longer in
the public interest.

B. FqTand.PG�(Jointly)

29 The BLM and USACE published a draft
EIS for the TAGS project (52 FR 34424, Sep-
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PGT and PG&lt, which initially did 
not comment on the application, subse­
quently submitt.nd comments_ recom­
mending that the proposed export 
authorization be denied, citing studie, 
t.hat indicate that gas supplies in the
lower-48 states will not be able ·to satisfy
domestic demand during· the term of
Yukon Pacific's proposed export. They
contend that the proposed export will
leave insufficient proven reserves to econ­
mkally justify completion of ANGTS
wb.ich depends on the availability of ade­
quate Alaska reserves. In addition, thei
t1.ssert that c�nscrvln& North Slo�e ias for
domestic use enltances ·\he-energy secu­
rity of the U.S., {educes U.S. reliance on 
imported-oil, und provides- an environ­
mentally preferublc cnergy.'·source over oil
and coal. :
C. State of Alaska

The State of Alaska intervened because
of its proprietary and governmental inter­
ests in the proposed TAGS project. The 
State supports Yukon Pacific's export 
proposal because the project would 
increase employment in the state, develop 
a.nd broaden the market for North Slope
gas, yield revenues to the state from gas
royalties and producti�es, and diver­
sify the�st.ate's econom>: 't{_om industries 
servicing the TAGS project. However, it 
has no preference for TAGS over-ANGTS -
and" asscrt's'tliit"· t'he'•i:iiarlc:et -will decide 
wtiicti=(orl.now� inanyysys"terns should- be 
built: Th"e si.ii·te opposes ilie"imposifion of 
conditions on any export authorizat.ion 
issued to Yukon Pacific that would favor 
one gas development project over another. 
D. G<Jvernmenc of Canada 

The Canadian Government expressed
concern through the State Department 
that the TAGS project could impair the 
financial viability of ,the ANGTS in that 
there may not be adequate quantities of 
North Slope gas to support both the 
TAGS and ANGTS projects. Canada 
urged the U.S. to ensure the availability 
of adequate North Slope gas in order to 
maintain the commercial viability of the 
ANGTS project. 
E. Exxon 

· Exxon, an owner and producer of North
Slope gas, endorsed the President's Find­
ing concerning North Slope gas. Exxon 

tember 'H, 1987). An FEIS was issued June 11, 
1988 (53 FR 24357, June 28, 1988). 
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urged that, if Yukon Pacific's application 
is approved, the authorization should be 
consistent with open, market-responsive 
development of Alas"kan natural gas and· 
not impose terms and conditions that 
would, in effect, place a stamp of 
approval on only one project or approach 
lo development of Alaskan resources and 
discourage other projects or approaches. 
F. T.,\PS Carriers and Alyeska Gointly)

The TAPS Carriers, users of the TAPS
facilities, and Alyeska, operator of TAPS, 
took no position on whether the export 
authorization should be granted to Yukon 
Pacific but urged that any authorization 
be conditioned on review and approval of 
the engineering details of the TAGS facili­
ties by the TAPS Carriers and by Aly­
eska. They stated that Yukon Pacific had 
not presented enough technical details for 
the commentors to be able to assess 
whether the proposed facilities would 
impede the safety, operation, or mainte­
nance of TAPS. 
G. Statoi/

Statoil, which owns substantial reserves
of natural gas on the Norwegian continen­
tal shelf, and plans to export a.nd market 
LNG to the U.S. East Coast, stated that 
its LNG e.xports a.nd those of other over­
seas suppliers would be able to meet any 
U.S. gas demand that might go unserved 
if North Slope gas is exported. 
H. Yukon Pacific's Position 

In support of its application, Yukon
Pacific contends that there is no present 
or future domestic need for natural gas 
from the North Slope. To support its 
argument, Yukon Pacific submitted a 
study by the consulting firms of Dames & 
Moore and Decision Focus, Inc. (D&M 
study).30 Yukon Pacific asserts .that this 

-study· ,demonstrates that. there are ade­
. quate gas supplies in ih� !ower4 states,

Caniaa, and Mexicd ·sufficieifr to . meet 
tr .s. dem!ind· iii' "ilie'" foreseeable future 
Withou1,-tli.e,.Alaslca gas· thaf'"would .1be 
exported. n;c D&M study concludes that 
·there wlll be no economic need for North
Slope. gas· in . the lower-48.states for at 

30 See Dame$.& M.oore and Decision Focus, 
Inc., Analysis of .Alaska Gas Market Potential
In The L:ower 48 States: Domestic Effect of
Yukon Pacific's Proposed LNG Export
(August 22, 1988), included as Exhibit R to 
Initial Comments of Yu.Icon Pad£ic Corpora­
tion, filed August 24, 1988. 
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le�t 30 years and that nenrcr supplies of 
Canadian Arctic gas would become com­
petitive before No:-ih Slope gas. 

Yukon Pacific also maintains that the 
export oi Nonh Slope natural gas to 
Pacific Rim countries would serve the 
public interest by reducing the U.S. trade 
deficit, strengthening international rela­
tions, and promoting Alaska's economic 
development. In addition, Yukon Paaific 
asserts that authorization of the 'if'AGS 
project will inject an element of competi­
tion into the development of North Slope 
gas reserves that should prove healthy for 
both U.S. and Canadian natural gas mar­
ke�. Further, Yukon Pacific argues that 
the TAGS project would not be detrimen­
tal to the interest of American consumers 
because the risks and costs associated 
with tbe construction -and operation or the 
T A�S project, including the mai:keting of 
the .gas, would be borne by the project's 
private sponsors and the foreign purchas­
ers o_! the gas. 

With respect to the availability of 
North Slope gas for TAGS and ANGTS, 
Yukon Pacific asserts that TAGS and 
ANGTS are not competitors since there 
are sufficient gas reserves on the North 
Slope for both projects. Moreover, Yukon 
Pacific asserts that the �GTS project 
does not have an exclusive right to or first 
call on the reserves. Yukon Pacific argues 
that section 12 of ANGT A demonstrates 
that the U.S. Congress envisioned that 
North Slope gas might be exported and 
that the President's Findin& determined 
that the public interest will be served by 
exports of North Slope gas. 

With regard to construction compati­
bility between TAGS and ANGTS, as well 
as construction priority and cost alloca­
tion for jointly used facilities, such as the 
proposed Alaska Gas Conditioning Facil­
ity,31 Yukon Pacific contends that these 
matters are outside the jurisdiction of the 
DOE. Funher, Yukon Pacific states that 
the gas conditioning facility is not part of 
the export project because it expects to 
purchase the gas from the North Slope 
producers after the gas is conditioned. 

31 As pan of the ANGTS, Alaskan Nonb­
west holds a conditional certificate from the 
FERC to construct and operate a gas condi­
tioning plant, designated the Alaska Gu Con­
dit.ioning Facility, on the North Slope at 
Prudhoe Bay. 
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Yukori Pacific states that it would 
accept two conditions on any grant of 
export authorit.y: one condition would 
require that the LNG sales contracts be 
filed with the DOE after they have been 
executed, and the second condition would 
prohibit Yukon Pacific from passing on to 
consumers in the lower-48 stales any of 
the risks or costs associated with the 
TAGS project. Yukon Pacific oppo.sed the 
other conditions that the ANGTS spon­
sors requested because those conditions 
are either outside the DOE's jurisdiction 
and hav� no basis in law, or con.stitute 
improper government financing assis­
t.ance to the ANGTS. 

Finally, Yukon Pacific assert.s t.hat the 
information submitted in it.s application 
meets the requirements of section 590202

of the DOE's administrative procedures 
and notes that those procedures give the 
DOE the flexibility to determine what 
information is required from an applicant 
based on the nature of the import or 
export requested .. 

V. Decision
Yukon Pacific filed its application for 

authorization to export Nonh Slope gas 
under sect.ion 3 of t.he NGA. 32 Section 3 
creates· a-statutory-presurnpt:iorf in favor 
of tne:ap_pJl>Va�.ofan cipo11t.appJicatio�. a 

'_presum)>tibn ·tharintist' 'o«t'overc�e by. 
ev.id�ncein·ihc'

r
ecorcf'of the 'p�dini

lZ Section 3 provides: 
[N]o person sb&U CIJ)Ort any natural ps from the 
United St.ates to a foreign country or import any
natural gas from a foreign country without fim 
having secured an order from the [Federal Power] 
Commission authorizing it to do so. 'The Commis­
sion shall issue such order upon applicatioa, unless,
after opportunity for hearing, it finds that the
proposed uportalloo or ir!lportation will not be 
consistent with the public interest. The Commis­
lioo may by its order grant such application. in 
whole or iD part, with such modification and upoo
such terms and conditioo.. as tlic Commission may 
find n�ry or appropriate ...• 15 U.S.C. Sec. 
717b. With the adoptioa or the Depanment or 
Energy Organization Act in 1977 (OOE Act), Pub. 
L. No. 95-91, Congress 1.ransferred authority for aU
regulation of natural gas imports and uport.s under
the NGA, including sectioo 3, from the FPC to the
Secretary or Energy. See sections JOl(b) and 402(()
of the DOE Act, 42 U.S.C. 715l(b) and 7172((). In 
Delegation Order No. 0204-127, the Secretary dele­
gated to the Assist.ant Secretary for Fossil Energy 
the authority "to rqulate natural gas imports and 
exports, pursuant to the Natural Gas Act." (Issued
February 7, 1989, published at 54 FR 11436, 
Much 20, 1989.) 
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that the proposed export will not be con­
sistent with the P.Ublic interest.33 O!i>PO­
nents of an application bear the burden of 
overcoming this presumption. 

In judging whether to authorize a pro­
posed ·export, the DOE is guided by Dele­
gation Order No. 0204-111.34 l"his order 
designates domestic need for the natural 
gas proposed to be exported as the only 
explicit criterion thnt must be considered 
in determining the public interest. In 
addition to domestic need, the DOE will 
consider other factors to the extent they 
are shown lo be relevant to a public inter­
est determination. Furthermore, in evalu­
ating exports, the DOE is mindful of the 
broad energy policy principles set forth in 
the DOE's natural gns import policy 
guidelines. While those guidelines deal 
with imports, the principles are applica­
ble to exports as well. The guidelines 
establish the policy lhnt market forces 
will generally bring nbout results more in 
the public interest I hn n will e.xtensive 
regulation. 

In addition to the framework of the 
NGA, this particulnl' e,cport proposal 
must also be viewed In light of the frame­
work of ANGTA. ANGTA generally 
affect.s all actions that tnlgh� re.late to the 
ANGTS and, in parllcular, provides an 
additional statutory requirement for the 
export of North Slope ps.

33 In Panhandle Producers and Royalty
Owners Association v. ERA, 822 F .2d 1105
(D.C. Cir. 198n, the Court found that section
3 of the NGA "requires an 1Lff1rmative showing 
of inconsistency with the public interest to 
deny an application" and that a "presumption
favoring . . . authorization . . • is completely 
consistent with, if not mandated by, the statu­
tory directive." 

.M 49 FR 6690, February 22, 1984. In grant­
ing the Assistant Secretary for Fossil Energy 
the NGA authority over natural gas imports 
and exports, the Secretary directed the Assis­
tant Secretary i.o exercise this authority in 
accordance with the policies and practices that
the ERA followed in regulating natural gas 
imporU and exports under Deleption Order 
No. 0204-111. Thus, wrule the Assistant Sccre­
ta:y is granted the NGA auuiocity en'tirely by 
Delegation Order No. 0204-127, the exercise of 
thls authority takes into account the same fac­
tors prescribed by the Secreta.ry to the· ERA for 
consideration in connection with Delegation 
Order No. 0204-111. 
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A. Domestic Need

Yukon Pacific proposes to export up to
16.5 Tcf of gas as LNG over a 25-ycar 
period. This amount would be equivalent 
to about three percent of the total U.S. 
consumption of natural gas projected 
between 1996 and 2021. In the July 25 
p rocedural order, the DOE set forth its 
three-pronged approach for evaluating 
domestic need. First, the DOE determines 
whether national or regional demand can 
reasonably be expected to exceed antici­
pated available domestic supplies over 
the term of the proposed export.35 If there 
is a reasonable expectation of demand in 
t·xcess of available domestic supplies, the 
DOE determines the extent to which this 
excess demand can be met by other 
energy sources as or more efficiently than 
by the proposed export. If there are suffi­
cient alternative sources, the DOE ana­
lyzes whether there is any reason the 
public interest requires the proposed 

35 Regional need is not an issue in this pro­
ceeding since no one asserts Nonh Slope nuu­
ral gas could be used to meet the energy needs 
of the populated areas of Alaska. There is no 
existing or contemplated delivery system to 
bring Nonh Slope natura.l gas to these areu. 

36The DOE is aware that many economic 
predictions do include North Slope gaa u a 
supply used to meet domestic demand at some 
point in the future. The DOE docs not equate 
these predictions with a demonstration that 
North Slope gas is needed in domestic markets. 
A prediction by an economic model that a 
particular gas supply will be used to meet 
demand does not mean that there are not ade­
quate supplies of reasonably priced gas from 
other sources to meet the demand or that the 
other supplies may not actually cost less. 
Rather, it means the economic model has clas­
sified that particular supply as more "competi­
tive" than supplies from other sources. Such a 
"competitive" classification is based entirely 
on the assumptions of the model and, al best, is 
only a rough approximation of the decision, 
that a compet.itive market actually will make. 
Unlike the real world where private parties 
take a hard look at the actual costs of bringing 
competing supplies to market, an economic 
model selects the "compet.itivc" supply on the 
basis of assumptions about the general costs of 
broad _categories of gas, expected exploration 
and drilling activity, the availability of .trans­
portation systems, and other factors, Including 
the anticipat.ed expon policies of foreign gov­
ernments many years in the future. In the case 
of ANGTS, most economic models put the cart 
before the horse since they automatically 
assume North Slope gas will be used in the 
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export, in particular, be used 10 meet the 
excess demand. 

Yukon Pacific, Alaskan Northwest, and 
Foothills presented evidence concerning 
the need for North Slope natural gas. For 
the most part, this evidence relates to 
studies which purport to demonstrate 
when North Slope natural gas would 
become competitive in the lower-48 
states. These studies differ greatly in 
their findings. In general, the studies sub­
mitted by Yukon Pacific indicate that 
North Slope gas would not be competitive 
during the entire term of the proposed 
export, while those submitted by the 
ANGTS sponsors indicate that it would 
be competitive as early ns the 1990's. 

While studies such as those submitted 
in this proceeding are useful in assessing 
overall macro-economic conditions and 
probable market trends under certain sce­
narios, they are not as useful in assessing 
the future of particular energy projects.36 
As Alaskan Northwest stated in its reply 

domestic market and then speculate when pro­
ducers, pipeline sponsors, and financial institu­
tions will ague that the market justifies the 
commitment of billions of dollars to provide the 
means necessary to make this ''11 priori" model­
ing assumption feasible in thh�I world. 

Rather than demonstrate tha� gas supply 
is needed, economic models indicate when the 
market may consider the use of a particular 
gas supply. In the case o.f Nonh Slope gas, this 
function is especially suspect. Unlike other gu 
supplies, North Slope gas is predicted to be 
used in domestic markets not on the basis of 
comparisons to other supplies, but rather on 
the basis of the assumption when market con­
ditions will justify the construction of ANGTS. 
In light of the history of ANGTS, this substitU· 
tion of conjecture by economists for actual 
decisions by the private parties directly 
involved with ANGTS cannot be treated as 
having a high degree of certainty. ANGTS 
originally was scheduled to bd.ng North Slope 
gas to the domestic market by the mid-1980's. 
Work on ANGTS, however, was swpended in 
1982 and no commitments concerning its 
resumption have been made. Indeed, the 
uncertainty �urrounding when and where 
Nonh Slope gas will ultimately be used was 
emphasized in the recent action by the Energy 
Information Administration of the DOE to 
drop North Slope gas from U.S. proved reserves 
"because la.rge uncertainties exist about the 
availability of a gas transportation system or 
other marketing alternatives for the bulk of 
North Slope i;as." See advance summary, U.S.

Crude Oil, Natural Gas, and Natural Gas 
Liquid Reserves, 1988 Annual Report, OOE/ 
EIA.Q216(88), September 1989, at 1. 
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co mments, "The world is simply loo com­
plex, too subject to change from unfore­
seeable actions by others and from 
uncootrollable forces to forecast with con­
fidence 20 years or so into the future. 
Projections even 12 years ahead, to the 
turn of the century, realistically must be 
viewed with great caution.'' 37 In fact, the 
inherent imprecision of using economic 
studies to predict the performance of a 
particular project is one reason that led to 
the shift from a government-mandated 
regulatory approach to a market-oriented 
approach that leaves private commercial 
parties with the flexibility to determine 
the basics of their projE:cts. 

The submitted studies have been help­
ful, however, in evaluating domestic need 
since they all contain extensive informa­
tion on supplies of various energy. sources 
a.nd anticipated demand. The DOE's
revie't!... o_f ..• th�: ,StUd\es," J.Ct, forth below,
indicates.tliat there aie sufficient energy
solfrcesto meet domestic' n'ced-�without.
-the use of NortJi �lope'n�iu-ial -ga�.;

1. Domestic Supplies 

The D&M study, which was provided 
by Yukon Pacific, analyzed and com­
pared several domestic gas resource fore­
casts published by various agencies and 
organizations. In particular, the D&M 
study focused on assessments produced by 
the DOE's Office of Policy, Planning, and 
Analysis (DOE/ Argonne),38 the Potential 
Gas Committee (PGC),39 and the U.S. 
Geological Survey (USGS).<40 These three 
assessments estimate that there is in the 
lowe.r-48 states a natural gas reserve and 
resource base that could be recovered 
ranging from 534 Tcf (USGS) to 1,059 
(DOE/ Argonne).41 PGC's estimate of 
778.6 Tcf lies between the USGS and 
DOE t.ot.als. The USGS based its estimate 
of economically recoverable resources on a 
significantly lower wellhead price 

37 Sec Reply Comments of Alukan North­
west. at 27. 

JII AD Assessment of the Natural Gas 
Resource Base of the United States (May 
1938), prepared by Argonne National Labor•· 
tory for the DOE's Office of Policy, Planning, 
&nd Analysis . 

.J9 PGC, Potenti al Supply of Natural Gas in
tbe United Su�, Colorado School of Mines, 
December 1986 a.nd April 1987. 

40USGS Circular 860 (1981), Esti'nates of
Undi scovered Recoverable Conventional
Resources of Oil and Gas in the United States. 
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(Sl .80/Mcf) l.ban the price upon which 
Lhe DOE/ Argonne eslimatc Is based. The 
lower price assumption in the USGS esti­
mate, therefore, reduces Lhc qu antity of 
gas that is economically vlnble and leads 
to a lower total resource estimate. In 
addition, the varying esllmntes include 
different components of tht,: resource base. 

The DOE made a comi,llrative evalua­
tion of the results of lhe particular 
resource appraisals using the DOE/ 
Argonne a.ssessment a, a benchmark 
because it contained rc$e>urce categories 
not included in other gas resource esti­
mates. The DOE/ Argonne study used a 
new resource caLegory "reserve growth," 
which refers to the adJltions to reserves 
that result from tapping additional gas 
sources located within known reservoirs 
but not previously counted as reserves. I� 
addition, the DOE/ Argonne study esti­
mates the potenlial for unconventional 
gas sources. The USGS study, for exam­
ple, excludes all unconventional gas, 
including gas irom right sa nds, Devonian 
shale, coal seams and enhanced recov­
e�espite the fact thnt such gas is now 
being produced commercially. To put the 
USGS and PGC appraisals on· an 
equivalent basis with the DOE/ Argonne 
appraisal, 439 Tcf of gns i'rwn unconven­
tional reserves and gn.s from infill drilling 
was added t o  the USGS estimate and 180 
Tcf from infill drilling was added to the 
PGC esµmate (the PGC estimate already 
includes an undefined quantity of uncon­
ventional resources). Adjusted, the USGS 
estimate (973 Tcf) and the PGC estimate 
(958.6 Tcf) are comparable to the DOE/ 
Argonne estimate ( 1059 Tcf). 

The demand forecasts that DOE 
examined to compare with the USGS, 
DOE/ Argonne, and PGC resource 
appraisals were developed by the Gas 
Research Institute (GRI),42 the American 
Gas Association (AGA),43 and the Data 

41 Sec D&M study, at 4-3. 

42 See 1988 Baseline Projection of U.S.
Energy Supply and Demand, attached as 
Exhibit H to Reply Comments of Alaskan 
Northwest. 

'3 See the 1988 American Gas Association 
T .E.R.A Analysis Oanuary 15, 1988) attached 
as Appendix F to Additional Comments of 

Footltills Pipe Lines (Yukon) Ltd., filed August 
24, 1988. 

Federal Eneru Guidelines 

( 



688 12-lS-89 Cited as "1 F.E ,r •.•• " 

Research Institur.e (DRI) .... Portions of 
the studies by GR!, AGA, and DR! are 
appended to the comments of Alaskan 
Northwest and Foothills. Domestic natu­
ral gas consumption according to GR! 
was 17.6 quadrillion Btu (quads) in 1987 
(a quad is appro)cimately equivalent to a 
Tcf).45 GR! projects consumption to grow 
at an average annual rate of 0.4 percent 
and reach 19.4 quads in 2010. According 
to projections by the AGA and DR!, natu­
ral gas consumption by 2010 is expected 
to be 21.7 quads and 17.6 quads, respec­
tively.46 

The DOE adopted the highest of the 
projections for U.S. gas consumption in 
2010 of 21.7 quads (that by AGA), which 
assumes a 1.0 percent increase per year in 
consumption after 1987, as a basis · for 
comparing available supply to expected 
demand. Using 18.0 quads for consump­
tion in 1988 as a starting point,47 if
expected growth is 1.0 percent per year, 
the DOE calculated that annual con­
sumption would reach 25.0 quads by 2021 
(the final year of the e.xport project 
assuming Yukon Pacific begins exports in 
1996 and operates for 25 years). Under 
this premise, cumulative consumption 
during the period 1988-2021 would be 725 
quads (Tcf), well below the most con­
servative of the resource estimates. 

The DOE also considered the econom­
ics of exploring for and developin� new 
domestic supplies, focusing on the. well­
head acquisition price of gas produced in 
the lower-48 states. In addition to its esti­
mates for recoverable gas resources, the 
DOE/ Argonne study provided an esti­
mate of their availability by wellhead 
price. The results of the DOE/ Argonne 
assessment reveal that more than half of  
'the total gas resources evaluated in the 
lower-48 states, o.r 583 Tcf of gas, would 
be economically recoverable (including 
finding costs) at less than $3.00/Mcf 
(1987 dollars). An additional 174 Tcf of 
gas was judged economically recoverable 
in a price range of $3.00 to $5.00/Mcf. 

.c See Data Research Institute Natural Gas 
Review (Summer 1988) attached as Appendix 
G Lo Additional Comments of Foothills. 

45 See GRI 1988 Baseline Projection of U.S.
Energy Supply and Demand, al 5-6, supra.

46 See AGA T.E.R.A. Analysis, al 24, supra. 
Set: also, DRI Na1ural Gas R.eview, al 7, supra. 

41 See DOE, Energy Information Adminis­
tra tion, Natural Gas Monthly, July 1989, at 6. 
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Thal would be enough gas (757 Tcf) that 
could potentially be recovered in the 
lower-48 States at COSLS below ;5.00 per 
Mcf (1987 dollars) to meet projected U.S. 
demand through the year 202\, whether 
or not North Slope gas is exported to the 
Pacific Rim. 

The ANGTS sponsors assen that DOE 
should only consider proven natural gas 
reserves, rather than estimates of the 
total resource base, in a.ssessing domestic 
need because the amount of non-proven 
reserves is subject to wide disagreement 
and periodic fluctuation. That approach 
would represent an overly conservative 
view of available natural gas supplies. 
The level of reserve additions, and ulti­
mately the level of reserves, is dependent 
upon the amount of drilling which, in 
turn, is sensitive to advances in gas recov­
ery technologies and is stimulated by the 
price of gas. Gradual shrinkage and even­
tual disappearance of the present supply 
surplus or "gas bubble" over the next few 
years, combined with the prospects for 
substantial increases in gas demand in 
certain market sectors should materially 
improve incentives to drill new wells. In 
addition, although the USCS, PGC, and 
DOE/ Argonne resourc, estimates do not 
address the timing of proJuction or the 
availability of transportation, all'volumes 
of future natural gas supply beyond 
proven reserves included in the studies 
are based on information derived from 
past and current experience in gas pro­
duction and reservoir development and 
reflect a conservative view of recover• 
ability. Gas supply assumptions that 
focus solely on proved reserves and do not 
take into account the potential for reserve 
additions and production experience 
would severely .t 1., ort forecasts of domes­
tic need. 

To support its argument that the pro­
posed exports· will be needed in the 
lower-48 states, Alaskan Northwest 
quotes from a report by Jensen Associ­
ates, Inc. Oensen study).48 Jensen Associ-

411 See A.ssessmenl of the Domestic U.S. Nttd
For North Slope Natural Gas Reserves, Jensen 
A.s,ociates, Inc., included as Exhibit A to Com­
ments of Alaskan Northwest Natural Gas 
Transportation Company in Response to Order 
of tbe Economic Regulatory Administration,
Wed August 24, 1988. 
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ates, Inc., was retained by Alaskan 
Northwest to analyze Yukon Pacific's 
application. The quote indicates that by 
1996, "at present rates of consumption, 
the U.S. will have consumed a volume of 
gas equivalent to 79% of [its] present 
lower-48 proved reserves," implying that 
the supply of proven reserves will be 
nearly depleted.49 In addition, a second 
Jensen report indicates that, in each of 
the last 20 years but one, the gas industry 
has not added enough gas reserves to 
replace production and that production is 
expected to continue to decline in certain
regions.50 

It is·-true that .if. there ue no reserve 
adaii:ioils; the[\ prove:_d_reseN.� would be 
zero at the end. of the next decade. How­
ever,��o,_eicpert, we,,�!>i o(ex.P,Ccts that
U .S ... resen,es will be depleted ·by the year 
2000. Even the Jensen study ·conditions 
the statement about consumed proven 
reserves by concluding that the existence 
of a gas surplus in 1996 "will be depen­
dent on the effectiveness of the industry 
in exploring and developing [the 
Nation's] remaining gas resource base." 51 
The fact is, over time, ,more reserves are 
added to offset proven reserves 
drawdown. As Yukon Pacific points out, 
"[a forecaster] could have made an 
alarmist statement back in 1977 that by 
1986, 85% of the U.S. proven reserves will 
be··consumed, and that statement would 
be proven correct." 52 The reality is that, 
during the same period, additions to 
proven reserves in the lower-48 states 
were such that as of Decembe.r 31, 1988, 
the amount of proven reserves was 159 
Tcf, down only 9 percent from 1977.53 

49 Id., at 10. Rese.rve and production statis­
tics of the DOE's Energy Information Admin­
istration (EIA) show that the reserves-to­
production ratio (R/P), that is, the n:lation­
ship between natural gas proved reserves and 
production rates, over the years 1977-1988 
fluctuated between 10 to 1 and 12 to 1 each 
year (increasing production rates relative to 
proved reserves or a decline in proved reserves 
causes a falling R/P ratio}. See advance sum­
mary, U.S. Crude Oil, Natural Gu, and Natu­
ra/ Gas Liquid Reserves, 1988 Annual Report.
OOE/EIA-0216(88), September 1989, at 3. 
With this in mind, all · that the 79% figure in 
the Jensen study actually indicates is that in 
1988 the U.S. R/P ratio was about 10 to 1 and, 
therefore, :.he U.S. could be expected to -con­
sume about 10 percent of its proved reserves 
each year through 1996. 
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Furthermore, over l he last nine years 
(1980-1988), proved gc1� reserves in the 
lower-48 states in fact declined only a 
total of about 4 percrlll 54 The relatively 
stable reserve level ha� beea due to the 
high reserve replaceme.111 rate which, dur­
ing this period, averfiitcd 93 percent in 
the lower-48 states.5S 'rhe high average 
gas reserve replacement factor indicates 
the su< ccss of eicploro.11on and develop­
ment activity in addintt new gas reserves. 
Although drilling activity has declined 
since 1981, the DOE believes that statu­
tory and policy chani;�s in the regulatory 
framework for natl.lral gas will open up 
marketing opportunities for companies 
throughout the industry and, as the "gas 
bubble" disappears, this should encourage 
the exploration necessary to stem the 
downward trend in levels of drilling. 

Ba.sed on its analysis of the submitted 
studies, the DOE concludes that domestic 
need for natural gas during the term of 
Yukon Pacific's export proposal could be 
met by production from reservoirs in the 
lower-48 states without North Slope natu­
ral gas. 

2. Alternative Supplies

The l)()E-:Oelicves .. that It� not neces" 
sary f(!,r.J�� e�pose J>f !l$ scction�:3� defer­
niina tion• to'" find- that all future:. U.S._ , 

. natural gas. demand will be met �ntlrely 
by. proou�µoii ... in; tfi.e lower-481states;: 
Althi:>ug-h gas produced In tb; ·lower-48 
states is currently the primary source of 
natural gas supply, imports (mostly from 
Canada) meet about seven percent of U.S. 
gas requirements and they are projected 
to P)!lY. an . increasing role. 'Dl�:.:&'<?ft�­
GRI, and DJU forecasts indicate that by 

50 See A Critique of Yukon Pacific Corpora­
tion's Analysis of Domestic Need For North
Slope Natural Gas, attached as Exhibit G to 
Reply Comments of Alilslcan Northwest, at S. 

SI Id .. 

52 See Reply Comments of Yukon Pacific, at 
26. 

SJ See U.S. Crude Oil, Natural Gas, and Nat•
ural Gas Liquid Reserves, DOE/ 
EIA-0216(87), 1987 Annual Report, at 82; -
also advance summary to 1988 Annual Report, 
at 8. 

54 Id. 
ss See U.S. Crude Oil. Natural Gas, and Nar, 

ural Gas Liquid Reserves, (19n through 1987) 
annual reporu, DOE/EIA-0216; see a/so 
advance summary to 1988 annual report, 
supra. 
. 
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the-year 2010, from·3'-to4 Tcf annually of 
do'mest1c_ rnarkft. requ1rements will be 
supplied from sour:ces ·· external to the 
lower-48-·states.56 Yukon Pacific asserts 
that future d·omestic need in excess of 
lower-48 states' supplies can be met by 
non-Alaskan sources. The ANGTS spon­
sors maintain that both foreign imports 
a.nd North Slope gas wilJ be needed to
meet future excess domestic need. 

Pipeline deliveries from Canada are 
expected to remain the predominant sup­
plemental supply source, with other 
imports, such as gas from Mexico or LNG 
from Algeria, Norway, or other foreign 
sources also contributing to total U.S. 
supply. Canada's present natural gas sit­
uation may be characterized as one of 
supply e.xcess to that country's internal 
needi:. The D&M study presented by 
Yukon Pacific examined assessments and 
projections of Canada's natural gas sup­
ply · and resource based published by 
AGA,57 the Canadian Energy Research 
Institute (CERI),58 the U.S. Office of 
Technology Assessment,59 the Canadian
NEB,60 and the Energy Modeling
Forum.61 The CERI report also estimated
domestic Canadian demand. The esti­
mates of marketable natural gas range 
from about 97 Td to 197 Tcf. Recover­
able resource estimates range from 205

Td to 426 Td. With a projected domestic 
demand of approximately 65 Tcf (CERI) 
between 1985 and 2010 and an R/P· ratio 
of greater than 30, the DOE concludes 
that Canada has a large quantity of natu­
ral gas potentially available for export to 
the U.S. over the next few decades. 

Although Mexico's current energy 
export policy favors using natural gas for 
its domestic energy needs while reserving 
oil for exports, Mexico has a large natural 
gas resource base potentially available to 
the U.S. market. Mexico's annual domer 
tic consumption is about 125 Tcf.62 The

56 See Appendix F to Ad ditional Comments 
of Foothills, the Table entitled "Natural Gas 
Supply", at 24 and Appendix G, at 7. See alro 
Exhibit H to Reply Comments of Alaskan 
Northwest, at 13. 

s7 The Gas Energy Supply Ouclook
1987-2010, (October 1987). 

SI TOM'llrds a Continental Nacura/ Gas Mar­
ket: Historical Perspectives and Long-Term
Oucloolc. .Executive Summary, Study No. 26 
(February 1988). 

59 U.S. Natural Gas Availability, Gas Sup­
ply through the Year 2(X)(), February 1985. 
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D&M study indicates t hill Mexico·� 
proved reserves totaled 76.5 Tcf in 1986

with a R/P ratio of 61. 'rhcre are oo 
recent estimates for undisc:<wcred recover­
able resources, but. lhey were cslimated to 
be over 289 Tcf in 1985. Mc,x,co's policy 
of limiting gas expons might well change 
in the longer term to take Into account 
general gas availability, gas export reve­
nue considerations, and physical limita­
tions on using the gas internnlly. 

Numerous countries are capable of sup­
plying LNG to the U.S. and have 
expressed a serious interest In doing so. 
There are four LNG receiving and gasifi: 
cation terminals in the U.S. located on or 
accessible to the East Coast. They have a 
combined daily capacity of abo11t 2 Bc:f. 
Of these four, only Distrigas or Massachu­
setts Corporation's facility at Everett, 
Massachusetts, is currently operating. It 

brings Algerian LNG imports into the 
lower-48 states. Trunkline LNG Com­
pany has requested FERC permission to 
begin operating its facility at Lake 
Charles, Louisiana, in late 1989 to receive 
Alge.rian LNG. There is a potential for 
further LNG supplies for thil U.S. after 
1990, especially in th

�
tlantic region, 

from Algeria, Norway, ii;c,1 ia, Vene­
zuela, and the Caribbean, o l.l\use of lhe 
surpluses that exist in these relatively 
low-cost production areas. fur example, 
development of the North Sea fields has 
resulted in vast additional reserves of gas 
that could be marketed in the U.S. Statoil 
is in the formulative stages of arranging 
for importation and marketing of LNG on 
the East Coast. In the case of Statoil, 
Norwegian reserves currently amount to 
about 110 Tcf. Of this tot.al, only 30 Td

are presently committed by contract to 
existing purchasers. According to Statoil, 
"when the U.S. market requires addi­
tional gas supplies, Statoil and other over-

60 Canadian Energy: Supply and Demand 
1985-2005, October 1986. See also, Nariocal 
Energy Board Reasons for Decision in the Mat­
ter of Review of Natural Gas Surplus Determi­
nation Procedures, September 1987a. 

61 EMF9 Summa,y Reporc-North American
Natural Gas Market-Preliminary Draft, 
August 1988. 

62 See Exhibit A att.ached Lo January 24. 
1989, Prepared Statement of Vernon T. Jones,
Chairman of Board of Partners, Alaskan 
Northwest, which was submitted at the Alaska 
public conference, at 9. 
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seas LNG interests will be able to meet
some or all of this demand." 63 

l!l light of the data submitted by all of 
the parties, the DOE concludes that there 
would be suificient North American and 
overseas gas supplies to meet potential 
domestic demand without North Slope 
gas. 

J. Effects on Quantity, Quality, and 
Price 

Since the record indicates that availa­
ble energy supplies are sufficient to meet 
domestic need, the DOE has considered 
whether there is any reason that North 
Slope natural gas, rather than other 
energy supplies, should be used to meet 
the anticipated demand. The public inter­
est lies in ensuring the availability of ade­
quate supplies at competitive prices. 
Therefore, the DOE has considered 
whether there are any effects on supplies 
or prices that would result directly and 
uniquely because of the proposed expC1rt. 
The DOE also has considered whether the 
proposed export might have a direct and 
unique effect on matters such as the envi­
ronment or ene.rgy security. 

For the most part, the examination of 
these potential considerations corresponds 
to the provisions of section 12 of ANGTA, 
which prohibit exports of North Slope 
natural gas unless the President finds 
such e.xportS will not affect American con­
sumers adversely by diminishing the 
quantity or quality of available energy 
supplies or increasing the total price of 
available energy. President Reagan ful­
filled this statutory condition precedent 
in 1988 when he issued the Finding in 
which it was determined that exports of 
North Slope natural gas will not affect 
American consumers adversely because 
there are adequate supplies of secure, rea­
sonably-priced energy available.to� Ameri­
c:an consumers. Whue this glneric finding 
by-·Chf Presidentnecess¢lyprcwides 

0

the 
DOE with significant guidance, the DOE 
has examined these matters of supply, 
price, an'.l qualitative effect in the par1ic­
ular con:.ext of Yukon -Pacific's applica­
tion ·under: sectiOL' .3 of the NGA. -

a. Quantit)·
The quantity of energy available to

American consum•:rs is not necessarily 

61 See Initial Comments of Statoil North

America. Inc., filed A•.1gu.st 24, 1988, at S. 
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diminished merely because a particular 
energy supply is exported. Depending on 
the market, the alternative to export ma) 
be to leave an energy supply unused alto- ' 
gether. More.over, in the context of global 
energy interdependence, the export of a 
certain energy i,ource may, by mcreasing 
worldwide supplies of energy, result in 
making other energy supplies available to 
American consumers. Accordingly, with 
respect to North Slope gas, it would be 
unduly simplistic to conclude that exports 
will necessarily diminish the quantity of 
energy available to American consumers. 
In this Cll.Se, the a .lternative to exporting 
North Slope gas may be that it remains 
undeveloped, and therefore available to 
no one; conversely, exporting sur.h gas 
may make available on the American 
market gas from foreign sources that 
would otherwise have gone to the Pacific 
Rim. 

In the final analysis, the question 
whether the proposed export of North 
S_lope gas will adversely affect the quan­
uty of energy available to American con­
s�mers depen�s on whether the export 
will cause available supplies to be inade­
quate to meet domestic demand. As dis­
cussed previously, there �an adequate 
supply of domestic gas other\than North 
Slope natural gas to meet dom'cstic need· 
furthermore, alternative supplies such � 
Canadian gas, are more than �dequate 
replacements for any North Slope natural 
gas that might be exported. The DOE 
therefore believes that the quantity of 
energy available to American consumers 
will not be adversely affected by the pro­
posed export. 

b. Quality 

There is no evidence that the export of 
North Slope natural gas will diminish the 
"quality" of energy available to Ameri­
can consumers. Quality is an amorphous 
term that can denote a wide range of 
effects. For the most part, the ANGTS 
sponsors assert that the proposed export 
could result in detrimental qualitative 
effects in the areas of the environmental 
and energy security. 

The_ putJ)Orted harm 'to tlie environ­
ment would resu"it from tbe use of other 
fossil fuels, such as coal:- to meet excess 
demand. ·wh'ile the·not.· does not dispute 
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''that some·excess-demand;may be" met by • .. ' �· ""*· .... ·� 
energy sour� other 'than .natural gas, it

·· d6es ·not believe �t;_·m:o���ed export will
'be t.he reason for such a decision. Since
the DOE has found that natural gas
demand in the lower-48 states can be sat­
isfied by supplies exclusive of the North
Slope, any decision by American consum­
ers to use other forms of energy will result
from factors that relate to the desirability
of natural gas wben compared to other
energy options, not because the proposed
export makes gas u.navailable.64 

The ANGTS sponsors also assert that
U.S. enerizy security would be impaired
from consequent importing of natural gas
or crude oil if the volumes proposed for
export were unavailable to meet domestic
demand. Even if the proposed export
tends to increase energy impons, the 
DOE does not necessarily equate such a
situation with energy insecurity. Energy
security must be viewed in global terms:
"Individual nations cannot go it alone;
they are inevitably affected by t.he deci­
sions and reaction of all other major mar­
ket participants." 65

focused on the structure of the natural 
gas market to evaluate lhe liktllhood that 
the proposed export will /\ftaot market 
conditions so that consumrrs pny more 
than they would if North Slope gas were 
not exported.66 In ·general, conditions in 
the domestic market will cstnblish the 
price for whatev,::r natural gns Is used to 
meet domestic need, regardleu of the 
source of the gas. Neither North Slo� gas 
nor any 'Z.Yler spe!,ific �upply will be th€ 
tail th.it wa.� the.market price �t natural
gr:s. The export of a particull\r gas sup­
ply, such as North Slope gas, would exert 
upward pressure on the markot price only 
if there were not adequate Blternatlve 
supplies of energy to meet domestic need 
at a market-responsive price. Even then, 
the export would exert upwnrd pressure 
only if the costs of producing and deliver­
ing the exported gas to the domestic mar­
ket would be less than the costs or the

· energy supplies actually used Lo meet the
marginal demand. 

Finaily, North Slope natural gas is an
integral part of the North American
energy market resource base. The effi­
cient development of North Slope gas,
which includes potential exports, will con­
tribute to µie overall performance o{ t.he
North American energy market. Any
dec1sion io · export some North Slope gas
will result from a market decision that 
other portion:; of the energy market can 
better serve the needs of American con­
sumers{DOE 'believes..,..thit'. .. true energy..:,_

-�rity �m�n'���;iihe most cffit• 
_fi]nt�o�ra�on. �of'"tbe 'North American
.and glooil energy-market:, 

·�::::.: ...... �� � ---· , . .,.,.. .. 
c. Price 
In detennining whethe.r the proposed 

export would result in higher prices to 
American consumers, the DOE has 

6' A study prepared by Argonne National 
Laboratory for the ERA was included in the 
TAGS EIS that analyzed the environmental 
effecu of exponing North Slope gas instead or 
using it domestically. The analysis concluded 
tba-t using other fossil fuels, such as coal, to 
meet a shortfall in supply equivalent to the 
propcaed e.xporu would have minimal effect on 
air pollution levels. See Aii Assessment ol the 
Potential Environmental Residuals in the 
Lower-48 States Arisfn8 from Alaskan Natural 
Gas Exports Ouly 30, 1987), attached as 
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The DOE's supply/demand analysis 
indicates there are adequate supplies to 
meet future demand without North Slope 
gas. While future market prices will be 
determined by a variety of factors 
(including the highly -�iablc cost of 
crude oil), the DOE belie�s thl\l it is 
reasonable to assume that these supplies 
will be available at a market-rrsponsive 
price. The DOE/ ArgoMe study Indicates 
that 583 Tcf of gas will be available from 
reserves in the lower-48 states at less than 
$3.00/Mcf, while an additional 174 Tcf of 
gas will be ava.ilable in a price range of 
$�.00 to $5.00/Mcf. 

Even if imports of gas are used to meet 
some demand, the DOE docs not believe 
that they would be more costly than 
North Slope gas. In light of the location of 
North Slope natural gas and the condi­
tions unde.r which it would be produ�d 
and delivered to the lower-48 states, the 
DOE believes that the costs of producing 

Appendix D to the draft EIS. The study was 
incorporated by reference in Appendix K of the 
FEIS. 

6S U.S. Department or Energy, Enera Secu• 
rity: A Report to the President of the United
States, March 1987, at 222. 

&:I Action under the NGA may "rely on rea­
sonable economic propositions." See Michigan 
ConS<>lidated Gas Company v. FERC, No. 
88-1062, slip op., at 14-15 (D.C. Cir. August
18, 1989). 
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and delivering most alternative supplies, 
especially Canadian gas, would be compa­
rable to or lower than the cost of Norlh 
Slope gas. Accordingly, if Nonh Slope gas 
is exported, there should not be any mar­
ginal upward price pressure and thus, 
there should be no disruption in market 
conditions which would effect the effi­
cient operation of market forces and 
result in higher prices to American con­
sumers. 

The DOE has reviewed very carefully 
the economic analyses submitted by 
Yukon Pacific and the ANGTS sponsors 
chat purport to show whether North Slope 
gas will be competitive .,,,-ith other gas 
supplies and whether its price will be 
higher or lower than other supplies.67 For 
the most part, the DOE finds these analy­
ses represent a duel between economists 
over economic models, rather than a com­
parison of the actual production and 
delivery costs of North Slope gas with 
other gas supplies. Neither Yukon Pacific 
nor the ANGTS sponsors have analyzed 
the costs of North Slope gas .ind alterna: 
tive supplies in a manner that sets forth 
the rationale for calculating those costs or 
the actual cost factors used in the calcula­
tions.ti8 Their conclusion� are not persua­
sive concerning the comparative costs of 
North Slope gas and other supplies or·the 
effects of the proposed export on do!llestic 
ru.i_ces. and do not constitute the substan­
tial evidence nec,:,.ssary lo overcome the 
DOE's analysis of the fundamental mar­
ket conditions, the section 3 presumption 
in favor of export approval, and the Presi­
dent's Finding.

. 
. ' m summary, the DOE has determined 

,hat North Slope natural gas' is not 
required to meet domestic need because 
;here are adequate supplies of gas availa­
>le in the lower-48 states, as well as 
secure foreign supplies, and that the pro­
posed export wiJI not adversely affect the 

61 A5 di.scw.5ed previously, "competitive" 
under the assumptions of an ecr.nomic model 
docs not necessarily tra.n.slale into competitive 
in the real world. See supra note 37. 

61 For eumple, no party has provided any 
reuon to believe t.bat producers (and the State 
of Alulta) would be willing to receive wellhead 
prices for North Slope gas that are substan­
tially lower than the wellhead price o{ ouier 
gas supplies. See Table 6-7 of the D&M study. 
Likewise, the DOE can find no discussion in 
the record that compares the actual cosu of 
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quantity, quality, or price of energy 
sources avai.lable to American consumers. 
B. Other Public Interest Considerations

Although domestic need is the only fac­
tor specified by Delegation Order No. 
204-111, the DOE considered the poten­
tial effects of the proposed export on the 
othe.r aspects of the public interest. In 
particular, the DOE examined the effects 
on American consumers, energy produc­
tion, the St.ate of Alaska, international 
relations, and the environment. 

1. American Consumers

A primary purpose of the NGA is pro­
tection o{ American consumers. In 
essence, the evaluation of domestic need 
is an examination of the effects of the 
proposed export on American consumers. 
As discussed in Section V _&.,., supra, the 
proposed export will not result in inade­
quate supplies or higher prices and thus 
will not be inconsistent with the public 
interest because of adverse effe.cts on con­
sumers. 

During this proceeding, the ANGTS 
sponsors asserted that the proposed 
export may be inconsistent with the pub­
lic interest because American consumers 
might somehow subsi� the export pro­
ject. The DOE believes that those 
involved in the proposed· export should 
bear the risk of the project and that none 
of the costs of the project should be borne 
by American consumers. Yukon Pacific 
has indicated that it does not expect 
American consumers to bear any of the 
risks or costs of the project and will not 
object to a condition that sets forth this 
principle. �;9rding1y,�:a;_;��gE_: is 

,..a.!�fhin.iJ.-S!'Pd�tion .,t.,C?� �!!, .�pr�l 2f _
the proposed ex_por.t that jlo cost:· of -:tbe 
exporC project m·ax:'6e°'"' iec°q�ea from�
J\riiei-ican'c·onsumcrs. U'o assist in moni­
·toring compliance with this condition, the
DOE )s requiring the submission of all
contrlicts and other documents for t.he

delivering North Slope gas and Canadian gas
to the lower-48 st.ates or tha.t provides a basis
for assuming that the same factors that might 
lower the delivery cosu of North Slope gas
would not also operate to lower the delivery
costs of Canadian gas. Rather than discuss
such basic issues, the economic experu n:pre­
senting Yukon Pacific and the ANGTS spon­
,ors chose to spar over whether t.o use the cost
of service tariff for the ANGTS project that is
on file with the FERC or a levdl.ud cost tari({.

Federal En•rv Guidelines 
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acquisition, transportation, and sale oi 
North Slope gas in connection with the 
export project, when these documents are 
executed. 

The DOE recognizes that situo.tions 
may arise where American consumers 
could receive natural gas directly as a 
result of the export project. For example, 
consumers in Alaska may receive some 
Non.h Slope natural gas transported 
through TAGS. The condition against the 
recovery of costs from American consum­
ers is not intended to prevent Yukon 
Pacific from receiving payment for the 
sale of North Slope ga.s in the U.S. a.nd 
from recovering the cost associated with 
those facilities used and useful for supply­
Ing such gas to consumers. 

2. Energy Production 

The U.S. public has a strong interest in 
the efficient production or· the Nation's 
energy resources. While the interest of 
r.onsumers and producers sometimes must
be balanced in proceedings under the
NGA, they coincide in this proce.eding.
Approval of the proposed export will have
the beneficial effect of encouraging
increased development of energy
�urces in Alaska.

The ANGTS sponsors question whether 
competition will spur exploration for and 
development of North Slope natural gas 
and they have indicated that the : p� 
pc,si:d export might result in the non-pro­
duction of some North Slope gas. The 
DOE does not accept this contention. 

Thirteen years have passed since the 
passage of ANGTA and no North Slope 
natural gas has been produced commer­
cially. The introduction of competition 
will encourage a realistic asscssmenl of 
the potential of North Slope natural ga.s 
and its early and more efficient dcvelop­
mcnL It also will provide an incentive for 
discovering and developing additional 
reserves of natural gas on the North 
Slope. Several estimates have been pub­
lished concerning the amount of North 
Slope proven reserves. Estimates pub­
lished by the OOE's Energy Information 
Administration (EIA), the Alaska Oil and 

fll See EI.A. U.S. Crude Oil, Natural Gas, and 
Natural Gas Liquids Reserves, 1987 Annual
Report. DOE/EIA-0216(87); AOGCC, sun� 
tin, "Estimate of Gas Reserves in Alaska," 
May 1988, at 4; and ADNR. Historical and
Projected OJI and Gas Consumption, January 
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Gas Conservation CommisRl•m (AOGCC), 
and the Alaska Depanrne11t of Natural 
Resources (ADNR) indi<'fl 1 <' 11 range of 
proven reserves from 22.5 Tef (AOGCC)
to 33.9 Tcf (ADNR).69 Thr l1'JA estimate
of 24.6 Tcf lies between the AOGCC and 
ADNR estimates. The DO'E/A.rgonne 
appraisal estimates the undiscovered 
recoverable gas for the onsl1ttrc and off. 
shore areas of the North Slope to be 89 
Tcf. By combining these figures for 
proven reserves tind pot ential g:1s 
reserves, the total gas resources of tbe 
North Slope would be in a mnge of 111.5 
Tcf to 122.9 Tcf. 

Producers of North Slope natural gas 
have supported approval of the proposed 
export. This support has not been based 
on their involvement in the c:<pon pro­
ject, but rather on their belief that com· 
petition for North Slope natural gas is the 
best means to ensure its expeditious and 
efficient development. Indeed, E.ioron ha.s 
supported approval or the export in order 
to spur market competition 11nd develo� 
mcnt efforts, even though its current 
analysis indicates the most likely market 
for North Slope yas is the lowe,.48 states. 

3. State of Alaska

1n making the publi�,cri-st determi• 
nation in this proceeding, tho DOE:ha.s 
!!:n.��!�:_iii[ffdfuT'or thc-effectsoF 
Ch�t«>..82!.�t;!�qr�uin .the, State• of
Al!g•:.l'Jld,:t���qst• The State�,
strong1y supports approv11l of the pro­
posed export because it would promote 
the development of Alaska's narnrul 
resources. The- State indicates tblt the 
expor�, -E!,o@"t;�oµ.1d� p'rovi�� s�gn1Iicant 
benclitt_ to .. the· local· economy (hrough­
inCTell�J!&5,:-ta£ievcn-uc.,, and royalty 
paym�ts. Specifically, the TAGS FElS 
indicated that construction of the TAGS 
facilities would create up to 7,200 new 
jobs during the peak year. Operations 
would employ about 550 people directly, 
and support over 1,000 more jobs indi­
rectly. Royalty payments, state taxes, 
and property taxes arc expected to pro­
duce about $377 million in state govern­
ment annual revenues. The benefits to 
Alaska are.undisputed in the record. 

1989, Table 2.1. (Copie.$ of relevant pages 
atuched as Exhibits A.C in Alaskan N"ort.h· 
west's Supplemental Comments Re/at.in& ro 
January 24, 1989 Conference, submitted Feb­
ruary 7, 1989. 
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4. International Effects 

The international effects of a proposed 
export may also be significant in the pub­
lic interest determination. In general, the 
DOE believes that the public interest is 
served best through a policy of free trade 
in energy re.�flurces. Such a policy pro­
motes energy interdependence among aTJ 
nations, rather than energy dependence 
on a few nations. Competition in world 
energy markets promotes the efficient 
development and consumption of energy 
resources, as well as lower prices, whereas 
economic distortions can arise from artifi­
cial barriers to the free flow of energy 
resources. Accordingly, the DOE believes 
that the public interest in free trade gen­
erally supports approval of proposed 
exports. 

This particular export project has bene­
ficial internat.ional effects in addition to 
those normally associated with free trade. 
The export project would serve markets in 
the strategically important Pacific Rim 
countries of Japan, South Korea, and Tai­
wan.'° By increasing the energy s�curity 
of these allies, the project, in effect, would 
strengthen our national security. In addi­
tion, the U.S. currently is experiencing a 
trade imbalance with these Pacific Rim 
countries: By increasing exports to these 

· '°°The U.S. Government has long recognized
t!)e �tenµ_al st,:a_!eg\e value of �1tporting
North Slope natural gas to Pacific Rim mar­
kets. In 1983, Pruidenl Reagan recognized the 
potential importance of North Slope gas to U.S.
relations with Pacific Rim countries when he 
and Japanese Prime Minister Nakasone agreed 
to encour-.e private cffons to explore the pos­
sible export or North Slope gas. Stt Joint State­
ment of President Rea&an and Prime Minister 
NaJc.uone oa Eneri:,, Cooperation, November
11, 1983. Stt a.lso June 17, 19183, letter from
Sccfftary of Commerce Malcolm Baldridge to 
Bill Sheffield, Governor of Alaska in which the
Secretary stated 'The Administration views 
the development or Alaska North Slope natural 
gas a.s a major contribution to Western energy 
security, whether the gas is marketed in the 
United States or abroad, it redut:es demand for 
OPEC and Soviet energy and clearly resulu in 
significant benefits to the U.S. economy." 

71 The U.S. Depanmenl of State � has 
considered. the Canadian concerns and ruu 
found the proposed e1tport would not breach 
any agreement between the U.S. and Canada. 
In response to Canadian concc.ms about the 
viability or ANGTS, the State Department 
stated: 

lbe United States Government ·continues to sup­
port development of the ANGTS pipeline based on 
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countries, the export r,roject would tend 
to mitigate this trade imbalance. 

Of course, the public interest in inter­
national energy markets also requires 
consideration of the N ortb Anierican 
energy market. Accordingly, the DOE has 
given special considcrotion to the con-

. cerns of Canada, our major partner in the 
North American energy market. The 
Canadian concerns about the proposed 
export center on the effects of the 
approval of the export project on the U.S. 
Government's commitment to ANGTS.71 

The U.S. Government has complied 
fully with its commitment to ANGTS by 
removing all regulatory impediments to 
the completion and operation of ANGTS 
by private parties. Moreover, it has 
assured Canada that it will not erect new 
regulatory barriers to the completion of 
ANGTS by private parties. In particular, 
the !?resident's Finding reaffirmed all 
existing commitmenu to support the spe­
cial regulatory trelltment o( the 
"prebuild" segments uf the ANGTS, 
including the minimum revenue stream 
guarantees. 

DOE does not believe approval of the 
proposed TAGS export t�nconsistent 
with the U.S. Government's commitment 

private ,ector financing. Its eventual devdopmt 
is a private ,ector decision, and must be hued on 
private financing, a.s slated in the oricina1 1977 
Bilateral Agr=menl and repeated Oil many occa, 
sions since. Decisions on private StCtOr financing 
can and should reflect the economic potential of the 
project a.s determined by market consideratiOIIS. By 
the same token, the United States GOY'emmenl will 
not impede the private sector from developing 
other initialive.s to develop Alasb North Slope gas. 
Lilte ANGTS, their development is a private �or 
decision, aplicltly requiring private sector fmanc­
ing, and thus reflect.ins their economic potelltial as 
determined by the market place. ••. Other projects 
£or developing [Alasb North Slope) gas mou� 
will have to rise or fall on their eQlllOmic merits, u 
determined by the market . ... Our policy is that 
ANGTS, TAGS, or any other project for [Alasb 
North Slope) gas must be strictly private capit.al 
VClllW'CS, competing equally in the market place 
for financing. Such an approach would be c01\Si$­
tent with our goal of allowing the market to deter· 
mine bow the gas is developed. 

Sec letter from Mr. J.P. Ferriter to Mr. LH. upult, 
au�cbed as Exhibit T to Reply Commet,ts of Yukon 
Pacific. 
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to ANGTS. Approval of the proposed 
export will create no regulatory impedi­
ments to the completion and operation of 
ANGTS.n The commitments of the U.S. 
and Canada to ANGTS did not include 
any pledges to impose a governmentally­
dictated scheme of development on 
energy resources. To the contrary, the 
bilateral agreements Yn ANGTS were 
important first steps in the recognition 
that the interests or both countries are 
best served by letting the marketplace 
decide the most efficient development of 
energy resources with minimal govern· 
mental interference. The DOE believes 
that continuation of the commitment to 
removal of governmental impediments 
and deference to marketplace decisions 
eventually will result in the efficient 

was the culmination of a comprehensive 
process that began with Yukon Pacific's 
application for a right-of-way permit in 
1984. During the scoping process the 
DOE participated in six public meetings 
in Alaska in 1986 designed to identify the 
environmental issues and concerns related 
to the project. Additionally, the DOE par· 
ticipated in eight formal public hearings 
on the draft EIS in 1987 and thoroughly 
reviewed the draft EIS prior to the issu• 
ance of the FEIS. The DOE has con• 
eluded that the TAGS FEIS is a complete 
document that complies with the NEPA 
process and provides an adequate basis to 
evaluate the environmental aspects of the 
section 3 public interest determination
concerning the export project. 

development of North S lope natural gas. The DOE used that FEIS, as well 85 itll 
5. n.t� Eqvironment. independent review, in assessing the envl-
F;��ronip_�tal concerns are an impor· , ronmental consequences or, gran�ing the 

tant •. �ie'��ls _ _e�t .. p�oposed �x�rt. The DOE� fin.dings ar� 
,

consideration. In g_ene.@;��ers .r.d1�E.!.��rd o� Deais,°!1 £or th� 
en'.\liJAPJDl!Blll.1,:iWJC!ijg.s,�� or the Yu�on�uc;._mo�£b�bl«..l:LWP issued I� 
Natianat.1:�� Policy At:t �f:. conJ�nctlo� with i.h"IS"'o�r'fn\t� 
1969 (N'EP�)&S par,tjcip�ted -�� published in _the Federal Rc1i1ter.16 Tlte 
a cooperatlng agency 4uring the pre�� , DOE determined that the overall physl­
iion of and bu adopted. the TAGS . .' cal impacts anticipated to the natural 
�IS 74 which ext,mineq the environ�en:- environment are relative.!r minor and can 
tal effe�c:ting and operating be mitigated, and thus an: envlronmen• 
the TAG�quefaa.�.!t'f�nify, tally acceptable, especially when bal· 
marine te�ai,..ai:io relauo pro�ilt···· anced against the substantial economic 
ponents.75 'The publication of the FEIS benefits to be derived from the project.77 

n In fact, the DOE is including in this
authoriution a specific condition to ensure 
that the upon will not be inconsistent with 
the (rameworlt adopted at the Inception or
ANGTA. See Set-tion V.C., infra. 

73 42 U.S.C. 4321, et seq. 
74 T:ranMl&w Gu System Final Eaviron·

menw Impact SUtement (FEIS BLM-AK·
PT-88-003-1192-910, June, 1988). DOE/
EIS-0139. 

7S The ANGTS ,poiuuri questioned the 
treatment 111 the FE.IS of the gu condltlonlng 
facility (GCF) that would be u$ed by the TAGS
project. The FEIS did n01 consider a GCF l.n
the Prudhoe Bay area as put ol the TAGS
project. Rat.her, the FEIS considered the GCF
as a connected a.ction to be evaluated with
regard to enviraomeni.al effects when the plant 
configuration and t.echnology are more certain.
The FEIS conceptually de,cribed the GCF that
would be needed to produce pipeline quality 
natural gas for TAGS and analyud and dis­
cussed the potential environmental conk•
quences u they presently exist for the
constrvction and operation of the conceptual 
GCF If It wu located a1 Prudhoe Bay adjacent 
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to Atlantic Richfield Company's exbtll\l ·cen•
tral Gas Conditioning Facility. 

As noted previou.sly, the unconstructed
ANGTS holds a conditional certificate from the
FERC to build and operate the Alaska Gu
Conditioning Facility (AGCF) at Prudhoe Bay
to support the proposed ANGTS projecL Tbe
FEIS is baled on the assumption that the 
ANGTS facilities will be built. The FEIS lruil­
cated that no si.tuficant cumulative effects are 
expected from the construct.ion and operation 
of the AGCF and a atand-alone c:anditlonll'llt
facility for TAGS located several miles south of 
the area identified for the AGCF. 

16 The Record o/ Decisloh was issued under 
the Council on Environmental Quality Reaula· 
tlona iJDplementing the procedural provlllons 
of �A and the DOE'• guidelines for compli­
ance with NEPA (S2 FR 41662, December 1S, 
1981). 

77 The DOE notes that the physical impacts
associated with the development of North 
Slope gas may occur regardless of whatever
act.Ion the DOE t.ab, sine: the ANGTS apon·
sors already have legislative and regulatory 
approval lo const.ruct ANG'I'S. N part of the 
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with the appropriate environmental The FEIS indicates that the proposed 
export project can be constructed and 
operated in an environmentally accept, 
able manner provided that the specific 
mitigation measures identified in the 
FEIS are implemented. These measures· 
include compliance with the tiered review 
process,s--set forth in the F�IS"' anc

f

any 
re-suiting env.Gonmental requirements, 
incly<!_ing _ the· s tipulations·, already 
required· by BLM in the TAGS· righf-of­
way: Tliis 4 compiiance would minimize 
any negative social, e"onomic, and envi­
ronmental eiiects anc mote the posi­
tive efiects of the proposed TAGS project. 

• revie� process and must comply°wlth any
and all preventative and mitigative 'mea­
sures imposed by Federal or State agen­
cies. 

Following'issuance of the FEI S, Exxon 
Shipping Company's crude oil tanker, the 
Exxon··.:V-aldez, went off course and ran· 
agrOU!l.,d;:}n ,Prince �Villiam. Soun a: on 
March 2� �: spilling 242,000 bbls of 
North Slope-crude. The resulting damage 
to' shoreline and v,.;ldlife has emphasized 
the need for strict preventive and mitiga­
tive measures LO maintain transportation 
safety and protect the environmenL, as
well as for comprehensive monitoring to 
ensure complia.nce with these measures. 
The DOE believes Lhat energy projects 
can and must be undertaken consistent 
with environmentally acceptable prac­
tices. Tocnsure 'rll1i Tesult; tlie' DOE' is, 
atlich1ng ·-i-'condiifon" to'

?
·tne!:expori 

appro\7al' ·thit- a11 • asi>ec&' oCt�� e�rt 
·pro)ec'i.niust be undertakenJn ·accordance
(Foolnote Continued) 

approval process (or ANGTS, the Council on 
Environmental Quality found the physical 
impacts of ANGTS (similar in nature to those 
predicted for TAGS) to be environmentally 
accept.able and this finding was ratified by the 
President and CODp"CSS. (See the President's 
Decision on ANGTS at 132-133). 

The DOE expects those agencies
responsible for regulntihg the construc­
tion and operation of the proposed TAGS
facilities to impose and strictly enforce all 
nece!sary measures lo preserve and pro­
Leet the natural environment and lo
incorporaLe within these measures the les­
sons that have been learned from the 
Exxon Valdez incident. In particular, the 
DOE is directing the FERC to consider 
the safety and environmental aspecu of 
the export site and facilities, including 
the liquefaction plant, the marine termi­
nal, the LNG tankers nnd their routes in
Prince William Sound and U.S. territorial
waters, prior to approving any export site 
or facilities.79 This consideration should 
place parL.icular emphnsis on the need for 
the FERC to exercise the full extent of iu 
section 3 authority to rrgulate the marine 
transportation of LNG if it approves an 
export site. Any FEPC opproval should
include all approprinl(' preventive and
mitigation measures to protect the public 
health, safety, and enviro�ent. 
C.ANGTA

In addition to the public interest deter­
mination of section 3 of the NGA, the 

stipulations cover (1) protection of the environ­
ment; (2) integrity of lhe pipeline system; (3) 
integrity and protection of adjacent or inter­
secting facilities, in particular, lhe TAPS and 
ANGTS pipelines; (4) public health and safety; 
and (S) effects on socioeconomic, subsistence, 
and cultural resources. Mitigation of environ• 
mental impacts and monitoring of the project 
by BLM will be primarily through monitoring, 
enforcement, and action under these stipula­
tions. 

71 Yukon Pacific, BLM, and USACE are 
using a tiered approval system (or the design 
and construction of Lhe TAGS project. The 
fundamental approach used in the tiered miti­
gation process is: the development and . 
approval of design criteria, final design, and 
the iuuance of a "Notice to Proceed." There­
fore, the discussion o( mitigation measures in 
the FEIS tend to be generic and refer to sit.e 
specific designs not yet done. Consistent with 
that tiered conC"Cpt. BLM alt.ached stipulations 
to its grant of a right-of-way for ,TAGS which 
specify th&t Yukon Pacific will submit for gov­
ernment.al approval ccnain plans and site spe­
cific designs bcfo� proceeding with field 
activilies. These stipulations and subsequent 
plans will set forth the standards of perform­
ance for constn.1ction and operation of the pipe• 
line, and termination or the right-of-way. The 

79 DOE Delegation Order 0204-112 dele­
gated the FERC authority under section 3 of 
the NGA to approve or disapprove "the con­
stn.1ction and operation of [export) facilities, 
the site at which such facilities shall be located, 
and the place of •.. exit for exports" of natural 
gu, as well as lhe authority to exercise the 
functions under sections 4, S, and 7 of the NGA 
with ,respect to exports._� 49.JR. {i:6!?(} (F.eb;_
ruaQ' .22, 1984). Any, exe��.'. of authority 
und.t:r thii_delce�n �er, however!.'must be 
consisten(.w'itli 1.h�iemu and condluons. under 

• which ·,the IioE':a�thorizes an export and with 
• ttie nb�GJldticies. ·
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DOE has considered the proposed export
in light of the statutory framework or
ANGTA as it relates to exports of North
Slope natural gas. Section 12 of ANGTA
prohibits the export of North Slope gas in
the absence of a finding that the export
will not affect American consumers
adversely. Section 9 of ANGTA requires
the DOE to assess whether a regulatory
action would significantly impair the con­
struction or initial operation of ANGTS.

The ANGTS sponsors argue that the
proposed export is inconsistent with the
framework of ANGTA because it would
make completion and operation of
ANGTS more expensive or impractic.al
and thus cannot be approved. In particu­
lar, they assert that the proposed export
would affect ANGTS adversely because
(1) there are insufficient proven reserves
of North Slope gas to support the pr�
posed export and ANGTS, (2) the export
project would increase the costs of
ANGTS, and (3) in certa.in locations, the
construction and operation of two natural
gas pipelines would be impractical or
impossible.

The DOE evaluated these concerns in
light or the framework of ANGTA. As
discussed in the July 2S procedural order,
this evaluation focused on the direct
effect that regulatory action might have
on the ability of the ANGTS sponsOdS to
proceed with its expeditious construetion
and operation. ANGTA was intended to
remove n!gulatory roadblocks that could
impede the prompt commencement and
completion of the ANGTS. However,
ANGTA neither contemplates the insula­
tion or AN.GTS from all competition nor
requires the creation of regulatory obsta­
cles to other North Slope gas projects.

The DOE does not think that ANGTA
mandates the rejection of a proposed
export because there may be insufficient
proven reserves for both the. proposed
export and ANGTS. Neither does it
require the imposition o f  a condition to
set aside certain reserves for ANGTS.110 

., In this regard, DOE �ta the statement
of Senator Henr, Jacksoa when the Senate
approved ANOTA that "ANGTA is a procedu­
ral bill which, unless otherwise explicit.ly
stated, does not modify e.JCl.sting rights and
obligations of affected penons:• 122 Con&,
Record 22018, 220Z3 Ouly l, 1976). 

11 Mr. George McHenry, repraentlng Foot­
hills, stated at the public conference in

Federal Enerc, GuldellnN 

Such actions would be inconsistent with
the framework of ANGTA. ANCTA
neither grants ANGTS an exclusive
license to North Slope gas nor dedicates
any particular reserves to ANGTS.BI

ANGTA was enacted to establish a pr�
cess for selecting a trnnsportatlon system
lo bring natural gas from the North Slope
or Alaska to the lower-48 stales and to
facilitate its construction and operation.
Contraty to the assertions of the ANGTS
sponsors, ANGTA was not intended to
somehow mandate the use of North Slope
gas in the domestic market or to limit its
export to formal exchanges of energy sup­
plies. In fact, section 12 or ANGTA
explicitly addresses the export of North
Slope gas and permits the export on the
same basis as any other gas once the
President finds, as has occurred, that the
export will not be detrimental to Ameri­
can consumers. There is no hint in
ANGTA or its legislative history that
Congres:: intended sub silentio lo link the
export of North Slope gas to the effect on
ANGTS. To the contrary, decisions con­
cerning ANGTS were to be ml\de by pri­
vate parties on the basis of actual market
conditions without any govcrnmehtal sub­
sidies.

�u�rentJy·. )'ulcorr Pac�lhc � 
sponsors, or· any other prlvMII party .. is ·
fr«-w-nego�'lttia" slgn tlOlllracts with'
the producers ot North �lope'"'· Regula­
tory. approv"al of the proposed export will" .
not change this situation. RQJcctlng the
proposed export or imposing a condition
on the proposed export to set aside certain
North Slope gas for ANGTS would not be
a measure to mitigate the effecta of regu­
.Jatory action, but rather the creation of a
regulatory obstacle to competition for
North Slope gas. Such action is not man­
dated by· ANGTA and, in fact, would be
inconsistent with the explicit language in
ANGTA that permits exporta- of North
Slope natural gas if the requirements o(
section 3 of NGA and section 12 of
ANGTA are met.

Anchorage on January 25, ISl89, that "we have
never suggested that the ANGTS lponlOl'S -n
the Norlh Slope·reserve, or they were liven by
Congress to the spon10n of the ANGTS. What
we have aaid ii that produccn own those
reserves and obviously they have the right to
enter into contracts with whomever they
plea,e." See Transcript, at 148.

,r 70,259 
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Unlike the asserted concerns about 
reserves, the eff!'CLS of T:\GS on the costs 
and .physical feasibility oi constructing 
and operating ANGTS do come within 
the intended framework o.f ANGTA since 
they could directly impair its construc­
tion and operation. 11Je :\NGTS sponsors 
have presented sufficient evidence Lo 
demonstrate that the proximity of the 
TAGS pipeline to ANGTS in many loca­
tions creates the potential that ANGTS 
may become significantly more expensive, 
or even impossible Lo construct and oper­

Sir:ice the DOE is exercising its plenary 
authority under sect.ion 3, the "ANGTA 
condition" extends Lo the pipeline and 
related facilities, such as a gas condition­
ing plant or any support facility or 
resource. It does nu� ;:�tend to natural gas 
reserves .. As discu�$ed pc_eviously, the 
ANGTA framework draws a c!�ar distinc· 
Lion between the construction -anj opera· 
tion of ANGTS and market decisi,ons 
concerning tl':.e development of North 
Slope natural gas. 

ate because of the proposed e,cpon. There The DOE does not intend the "ANGTA 
is no evidence, however, that this potenti- condition" to be used as a means to delay 
ality cannot be managed in a manner or otherwise burden the proposed export 
that permits TAGS to be constructed and project unnecessarily. The ANGTS spon­
operated without impairing the construe- sors must demonstrate the adverse effect 
tion and operation of ANGTS. on ANGTS of an action by Yukon Pacific. 

The DOE does not believe I.hat it is This demonstration may not be specula­
either feasible or necessary to resolve the tive, but rather should be based on facts 
management of every potential interac- which clea.rly show that an action directly 
tion between TAGS and ANGTS prior to will increase the cost of constructing or 
the approval of t.he proposed export. Such operating ANGTS or will make construct• 
an effort would be enormously time-con- ing or operating ANGTS impractical. 
suming and inefficient since, while a large Where the ANGTS sponsors demonstrate 
number of potential situations for adverse increased costs, Yukon Pacific will be pre­
interaction between TAGS and ANGTS sumed to satisfy the "ANGTA condition" 
would be hypothesired, the number of if it agrees to compensnt.e the ANGTS 
actual situations most likely will be small. sponsors by paying th�arger of the 
The DOE has decided that I.he export can increased costs or its proportionate sha.re 
be approved consistently with the frame- of the overall costs of the meas'ures neces­
work of ANGTA, and in particular sec- sary to mitigate the effects of TAGS on 
tion 9, if it exercises its plenary authority ANGTS. Where the ANGTS sponsors 
under-sec�on 3 of I.he NGA to attach to demonstrate that TAGS will make con­
the approval a condition that incorpo- structing or operating ANGTS impracti· 
rates the requiremen�. of sectio!! 9 .. ln..., cable Yukon Pacific will be presumed to 
par:,t��Jl!.r::ihis� "·�GTA co_nditi�_n•: _wil[. satisfy the "ANGTA condition" if it 
pr�f:.'Y°l1kO!'L rac1Tic. from takin�. any,:,� agrees to modify its project to avoid I.he 
��.th.!l!.w2ul� compel a ch�g� in thei-.- problem or, where appropriate, to con­
ba,sJ�:!ll!!��e a!l�.g.:���I r�te �f_�G�. - struct joint facilities which accommodateor' othe�� !>.!event or i.mpa1!.. 11! aDY.<; • .the needs of ANGTS.83signifi.canL.respect its expediuous con-
str.uotionanc!"fui"tial operation.82 ;: 

8% The DOE has not included a similar condi­
tion W\th respect to TAPS beeause the oU pipe­
line already is constructed a.nd there is no 
statutory provision for TAPS comparable to 
ANGTA. Moreover, the TAPS right-of-way, 
like the ANGTS right-of-way, prohibiu any 
incompatible uses by holders of subsequent 
rights-of-way on or adjacel)t lO the right-of. 
way. In a.ddition, the TAGS right-of.way 
makes the proposed export project subject to 
the pre-existing rights-of-way for TAPS and 
ANGTS. Enforcement of these provisions will 
prevent actions by Yukon Pacific that are 
incompatible with TAPS. 

83 ANGTA established the Office of Federal 
Inspector (OFI) to coordinate and monitor 
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Federal activity concerning ANGTS. Reorgani­
zation Plan No. 1 cir 1979 (Reorganization 
Plan) (4'4 FR 33663, June 12, 1979) trans­
ferred to OFI exclusive responsibility for 
enforcing all Federal statutes, regulations, and 
authorizations relevant in any manner to the 
preconstruction, construction, and initial oper· 
ation of ANGTS. I.n areas where TAGS &nd 
ANGTS would interact, OFI would have 
responsibility to determine the compatibility of 
TAGS with ANGTS, to review and approve 
designs, plans, and schedules, and to enforce 
the provisions and requirements of Federal 
authorizations such as the TAGS right-of-way 
when it is on or adjacent to the ANGTS rigbt­
of-way. 

Federal Enero Guidelines 
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D. Other Matters 

Section 3 of the NGA provides plenary
authority over all aspects of an export 
where the public interest requires the 
exercise of such authority.

84 In general, 
the DOE refrains from exercising the full 
extent of its section 3 authority unless it 
determines action is necessary to avoid a 
regulatory gap inconsistent with the pub­
lic interest or to preserve the integrity of 
the export approval and the underlying 
public interest determination. 

The DOE has examined all aspects of 
the export project to determine the extent 
to which it should exercise its plenary 
authority in this proceeding. Since the 
proposed export project will be subject to 
comprehensive regulatory oversight by 
the State of Alaska, BLM. USACE, 
FERC, and other F ederal agencies, DOE 
has determined that the need to exercise 
its plenary authority is limited.85 DOE 
has determined, however, that there arc 
certain situations where tbc exercise of 
this authority is appropriatc.86 

The DOE believes that any environ­
mental concerns can be mitigated in an 
acceptable manner whether TAGS and 
ANGTS share a gas conditioning plant or 
they construct separate facilities. DOE 
expects the tiered process contemplated 
in the FEIS will take place for all aspects 
of the TAGS project., including the condi­
tioning plant and production facilities 
that will be used to supply the gas to be 
exported. As discussed in section V.B.5 
supra, the DOE is attaching a condition 
to the export approval thnt. all aspccts·or 
the export project, regardless of whether 
they�&:r�· undertaken by Yukon Pacific, 
must be undertaken in accordance with 
the &P.propriate environmenlal review 
process, and: must comply with ariy and -
ali e.nvironmental preventive and mitiga-:. 
tive measures'"imposed by" federal or state
·agencfos� •. . 

The potential for sharing a gas condi­
tioning plant also raises another issue for 
which action by DOE is appropriate. In 
general, the cost and practicality aspects 
of sha.ring such a facility arc covered by 

The ga.s conditioning facilities have the "ANGTA condition." However, the 
been the subject of much controversy in que.stion of the jurisdiction or the FERC 
this proceeding. Yukon Pacific asserts makes additional action appropriate. The 
that the conditioning plant is not part of DOE O rganization Act gives the Secre-
its. project and should not be considered in tary of Energy all N��authority over
this proceeding. The ANGTS sponsors natural gas imports and"cxports. The 
argue that the conditioning plant should FERC cannot exercise any authority over 
be considered because of iu potedtial imports or exports unless the Secretary 
effects on the environment and because of assigns such a function to the FERC. 
Uie issues Uiat would arise if TAGS and Wlii1e the Secretary has delegated to the 
ANGTS share a conditioning plant: l:!inces .... FERC some authority over the siting,
!!t��!���gjlat�ry ·author��>6.��y,, constructio!1: �nd opcrat.ion o_f import and 

· ��extends:;!o 41e wellhead, ihe con-· ·· export fac1ht1es and over imports and 
'·a1�ll>ii�t"cori\es 'lrithi!) its purview: exports once they are in interstate com-
{Footnote Continued) 

Since the "ANGTA condition" in this 
authoriution is directly relevant to ANGTS, 
on will be responsible for its enforcement. 
Pursuant to Section 2-202(c) of the Reorgani­
ution Plan, on is required lo follow the poli­
cies bf the agency that otherwise would be 
responsible for the enfor�ement function and 
the DOE reserves the right lo announce spe­
cific policy measures to enforce this condition. 
The DOE emphasizes th.at its general policy is 
that this condition shall not be enforced in a 
manner that unduly delays or hinders �ny 
aspec\ of Yukon Pacific's export project and 
that expeditious procedures should be followed 
to resolve any wsputes concerning this condi­
tion. 

114 In Distrips Corporation v. FPC. 495 F .2d 
1057 (D.C. Cir. 1974), cert. denied, 419 U.S. 834 (1974), the court found that section. 3 of 
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the NGA provides the authority for "compre­
hensive regulation" where such power is 
"ruponsibly exercised" to protect the public 
interest. "Section 3 supplies ... not only ... 
the power necessary to prevent gaps in regula­
tion, but also ... flexJbility in exercising that 
power." 495 F.2d at 1064. The court also made 
dear that power under section 3 extends 
equally to imports and exporu. 495 F.2d at 
1063; see also, Border Pipe Line Company v. 
FPC, 171 F.2d 149 (1948). 

as See Appendix s LO Initial Comments of 
Yulton Pacific at 36-55 for a description of the 
regulatory oversight by various federal and 
state agencies to which TAGS will be subject. 

86 A3 discussed previously, the "ANGTA 
condition" will extend to all aspects or the 
export project. 
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merce,81 the exercise of that authority is 
subject to any terms or conditions 
attached by the DOE to the import or 
export approval.38 In order to avoid over­
lap with enforcement of the "ANGTA 
condition" and to relieve the export from 
duplicative and unnecessary regulation, 
the DOE has decided to exercise its 
authority to limit any jurisdiction the 
FERC might otherwise acquire over the 
export project in the event TAGS and 
ANGTS share a facility that is subject to 
the FERC's intern.ate commerce jurisdic­
tion, such as the Alaska Gas Conditioning 
Facility proposed by the ANGTS spon­
sors. The FERC shall only exercise such 
authority over the export project to the 
extent necessary to ensure that the shared 
facility is constructed and operated in 
accordance with FERC's regulations, 
including those concerning the environ­
ment. The FERC shall have no other 
authority over Yukon Pacific's export 
project, including its rates, except to the 
extent necessary LO ensure that Yukon 
Pacific pays its pa.rt of the costs of any 
shared facility. The DOE intends this 
limitation on the FERC's authority to 
apply not only to the gas conditioning 
plant, but also to any other facility sub­
ject to the FERC's jurisdiction that the 
export project might utilize. This limita­
tion does not apply to the FERC's section 
3 authority over the liquefaction plant, 
marine terminal, and transportation of 
the LNG. 

Wj�3���t to
.
the liquefac��n plant.

�n��,rins.:tei:min3l; �� �er�-*&' ge!e,\ 
gated.to . .the. 'FERC section 3 authority. 
over• the siting anct".construction of new 

:iJ!l.p(!�t4�xe_ort facilities: Tltis �legation
stipulates t:hat tlie 'FERC cannot approve 
���}��\..'.the �E, )!�PP��i.es: On
·tbe '8as1l°'ol .� environmental review, the
� ... �� .. :�,. <>nd�ded th�t ��-c; V�ldez 
export ·site1s preferable to all other export
sites· that were considered in the FEIS,
inclu�1ng the Cook- Inlet' site. �ee fac: 
tors discussed in the FEIS indicate that 
Port Valdez is environmentally preferable 
to the Cook Inlet alternative. First, the 
Cook Inlet alternative creates new distur­
bances in Minto Flats, an important sub-

ff1 See DOE Delegation Order No. 0204-112, 
supra note 79. 

• In TransCanada Pipe}jnes v. FERC, No. 
87-1229, June 16, 1989, the D.C. Circuit Coun
of Appeals found "Congress specifically pre-
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sistence use area. By contrast', the 
impact.s oi the proposed project are in an 
existing transportation and utility corri­
dor. Second, the Cook Inlet alternative 
crosses Denali National Park and J?re­
serve, and would impact visitors traveling 
to and from the park. While the proposed 
project would impact visitors and trav­
elers elsewhere, Denali has the greater 
concentration. Finally, the Cook Inlet 
alternative includes a 15-mHe subsea 
crossing, an impact to an ecosystem that 
does_ not occur under the proposed projecL 
Ac;:cordingly, the DOE disappro_ves all 
slt:.� .. other_ than the Valdez. site. this, 
action should not be interP,reted a.s 
approval of the Valdez site. As discussed 
previously in Section V.B.S. supra, the 
DOE.ts requiring as Dcpnrtmentaf policy 
that the FERC conduct its own examina­
tion' ·of \he·· health, safety, and envtron­
mental impacts associnLcd with Yukon 
Pacific's-use� of the Valdez' site ·eot·Its 
proposed export project, including the 
liquefaction plant, the marine terminal, 
the LNG tankers, and the LNG tanker 
routes, and that it impose oil appropriate 
conditions to mitigate Lhc environmental 
effects resulting from the construction 
and operation of those fncilities. 

VL Conclusiorl'. 
After tnldng into consideration all the 

information in the record of this proceed­
ing1 I find that granting Yukon Pacific 
authority to export up to 14 million met• 
ric tons annually cJ liquefied North Slope 
natural gas for sale to the Pacific Rim 
countries of Japan, South Korea, and Tai­
wan during a term of 25 years has not 
bee.n shown to be inconsistent with the 
public interest. 

ORDER 

For the reasons set forth above, pursu­
ant to section 3 of the Natural Gas Act, it 
is ordered that: 

A. Yukon Pacific Corporation (Yukon
Pacific) is authorized to export for sale to 
Japan, South Korea, and Taiwan a total 
of up to 14 million metric tons of liquefied 
natural gas (LNG) annually from the 
North Slope of Alaska over a 2S..year 

eluded FERC from exercising its general 
ratemaldng authority over imported [and 
exported) gas except to the extent that the 
Secretary expressly delegates the task to 
FERC." Slip op., at 11; see also id., at 7-9. 

Federal Energy Guidelines 
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period beginning on the date of the first 
delivery, upon the conditions herein set 
forth. 

B. For purposes of this Or<ier, the
"export project" means the Trans-Alaska 
Gas System (TAGS) and all appurtenant 
facilities, including production facilities, 
gas conditioning facilities, liquefaction 
plant, marine terminal, and LNG tank­
ers. 

C. With respect to the place of exporta­
tion for the LNG authorized in Ordering 
Paragraph A above, all locations other 
than Port Valdez, Alaska, are hereby 
rejected. 

D. No cost of the export project shall be
recovered from U.S. consumers of natural 
gas except to the extent that the cost 
relates to facilities and natural gas used 
and useful for supplying North Slope nat· 
ural gas to the U.S. consumers. 

E. No action shall be taken in connec­
tion with the export project that would 
compel a change in the basic nature and 
general route of the Alaska Natural Gas 
Transportation System (ANGTS) or oth­
erwise prevent or impair in any signifi­
cant respect the expeditious coRstruction 
and initial operation of ANGTS. 

F.  All aspects of the export project shall
be implemented in accordance with· all 
applicable environmental procedures and 
requirements and shaU comply witt: all 
preventive and mitigative measures 
imposed by Federal and State agencies to 
protect the public health, safety and envi­
ronment. 

G. All contracts and other documen°ts
that underlie the acquisition, transporta­
tion, and sale of North Slope gas author­
ized herein shall be filed with the DOE 
within 30 days of their execution. 

H. Within 48 hours after deliveries
begin, Yukon Pacific shall notify the 

Office of Fuels Programs, Fosi,11 Energy, 
Room 3F-056, FE-50, 1000 Inch•pondence 
Avenue, S.W., Washington, D,C, 20585,

in writing of the date that the rlt:Jl export 
of LNG authorized in Ordering Para­
graph A above occurs. 

I. With respect to the expons l\Uthor­
ized by this Order, Yukon Pacific shall 
file reports with the Office of F\1cls Pro­
grams (1) a(ter the first. full c11lendar 
month of service, and (2) within thirty 
days following each calendar c1uarter, 
indicating, whether sales of exported nat­
ural gas have been made, and if su, giving 
by month, the total volume of exports in 
Mcf and the average price for exports per 
MMBtu delivered to each respective pur­
chaser. The reports shall also provide the 
details of each export transaction, lncluds 
ing the name(s) of the purchascr(s), LNG 
tankers utilized, volumes sold to ta.ch pur­
chaser, and identification of markets 
served. 

J. Except for the authority under DOE 
Delegation Order No. 0204-112 over the 
export site, including the liquefaction 
plant, marine terminal, ancl_relat.cd trans­
portation of -LNG, the Fec3e.ral Energy 
Regulatory Commission (FERC) shaJI 
exercise no authority over the export pro­
ject except to the extent necessary to 
ensure that (1) any facility used for the 
provision of natural gas from Alasu to 
ano•.her state and thereby subject to the 
FERC's interstate commerce jurisdiction 
is constructed and operated in accordance 
y.,ith the FERC's regulations, including 
those concerning the environment, and 
(2) the export project pays its share of the
costs of any such facility.

Issued in Washington, D.C., on Nov­
ember 16, 1989. 

,r 70,260 

Niagara Mohawk Power Corporation (FE Docket No. 89-33-NG). 
November \5, 1989. 

DOE/FE Opinion and Order No. 351 

Conditional Order Granting a Long-Term Authorization to Import 
Natural Gas From Canada and Granting Interventions 
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allowing commercial parties to freely 
negotiate their own trade arrangements. 

Carson's uncontested export proposal, 
as set forth in the application, is consis­
tent with section 3 of the NGA and the 
DOE's international gas trade policy. We 
believe that the current domestic natural 
gas supply, coupled with the short-term, 
market-responsive nature of the contracts 
into whi_ch Carson proposes to enter, indi­
cute that it is unlikely the proposed 
export volumes will be needed during the 
term of the authorization. Further, as 
Carson notes, the export will provide 
increaseaiii. and related revenues to the 
individual producer sellers, and benefit 
gas tnnsporters by increasing pipeline 
throughpuL Finally, Carson's proposal 
will further the Secretary's policy goals of 
reducing trade barriers by encouraging 
market forces to achieve a more competi­
tive distribution of goods between the 
0 .S. and Mexico, and thereby enhances 
cross-border competition in the market­
place. 

After taking into consideration all the 
information in the record of this proceed-

ing, I iind that granting Carson blanket 
authority to export up to 4,000,000 Mcf 
of natural gas from the U.S. to Mexico 
during a period of two years, under con­
tracts with terms of two years or less, is 
not inconsistent with the public interest. 

ORDER 

For the reasons set forth above, pursu­

ant to section 3 of the Natural Gas Act it 
is ordered that: 

' 

A. Carson Water Company (Carson) is
1 

authorized to export up t6 4,000,000 Mcf 
of natural gas from the United States to 
Mexico during a two-year period begin­
ning on the date of the first delivery, 

B. Within two weeks after deliveries
begin, Carson shall notify the Office of 
Fuels Programs, Fossil Energy, Depart­
ment recognition that it might be 
aggrieved because of any ordur lRsucd in 
these proceedings. 

Issued in Washington, D.C. on Febru-
ary 7, 1990. 

., 
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Yukon Pacific Corporation (ERA Docket No. 87-68-LNG), March 8, 
1990. 

DOE/FE Opinion and Order No. 350-A 

Order Denying Requests for Rehearing and Modifying Prior Order 
for Purpose of Clarification 

I. Background
On November 16, 1989, the Office of 

Fossil Energy (FE) of the Department of 
Energy (DOE) issued DOE/FE Opinion 
and Order No. 350 (Order 350).1 Order
350 granted Yukon Pacific Corporation 
(Yukon Pacific) authorization under sec­
tion 3 of t.he Natural Gas Act (NGA) to 
export natural gas produced in the North. 
Slope region of Alaska to the Pacific Rim 
countries of Japan, South Korea, and Tai­
wan. Yukon Pacific plans to build the 
Trans-Alaska Gas System (TAGS)· to 
deliver gas from Prudhoe Bay to Port 
Valdez on Alaska's southern coast, where 
it would be converted to liquefied natural 
gas (LNG) and shipped by tanker to 

1 1 FE 1 70,259. 
1 ANGTS is a project to deliver North Slope 

niLtural gu to market.s in, the lower-48 states 
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Pacific Rim customers. On December 15, 
1989, Alaskan Northwest Natural Gas 
Transportation Company (Alaskan 
Northwest) and Foothills Pipe Lines 
(Yukon). Ltd. (Foothills), sponsors of a 
competing private commercial project, 
the Alaska Natural Gas Transportation 
System (ANGTS),2 filed individual appli­
cations for rehearing of Order 350. On the 
same date, Yukon Pacific filed a request 
for clarification. 

U. Regueata for Rehearinc
Alaskan Northwest and Foothills speci­

fied numerous alleged errors in the DOE's 
decision. A list of these alleged errors is 
contained in the appendix of this orde.r. 

by means of a pipeHne across Ala.ska and 
Canada. 
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Their applications restate arguments the 
ANGTS sponsors urged pre�;ously in this 
proceeding and do not provide any new 
relevant and material information. Their 
principal arguments may be summarized 
as follows: (A) Order 350 is inconsistent 
with the Alaska Natural Gas Transporta­
tion Act (ANGTA),3 the 1977 bilateral 
agreement between the U.S. and Canada 
relating to the ANGTS.4 and the mea­
sures taken to implemen,. these docu­
ments (hereafter collectiVt:ly referred to 
as the ANGTA framew,;rk); (B) Order 
350 improperly permits Yukon Pacific to 
compete for North Slope natural gas 
reserves that "belong" to the ANGTS pro­
ject; (C) Order 350 represents a tiling of 
property and violation of substantive due 
process with respect to A!askan North­
west's and Foothills' "franchise" to bring 
North Slope gas to the Jower-48 states; 
(D) the export of North Slope gas is not
consistent with the public interest; (E)
the DOE did not comply 'il.;th statutory,
regulatory, and procedural due process
requirements in issuing Order 350; and
(F) Order 350 improperly restricts the
regulatory authority oi the Federal
Energy Regulatory Commiss.ion (FERC)
and the Office of Federal Inspector (OFI)
for the ANGTS.

The DOE has considered care.fully all 
of the arguments made by Alaskan 
Northwest and Foothills and is not per­
suaded to change Order 350. Their appli­
cations for rehearing fail to overcome 
either the general presumption favoring 
export authorizations mandated by sec­
tion 3 of the NGA or the substantial evi­
dence in the record of this proceeding that 
exports of North Slope gas would be con­
sistent with the public interest. There­
fore, the applications for rehearing arc 

3 15 U.S.C. 719 et seq. 
• Agreement Between tbe United States of

America and Canada oo Principles Applicable 
to • Nonhem Natural Gas Pipeline, Septem­
ber 20, 1977, U.S.T. 3581, T .l.A.S. 9030. 

S See Alukan Northwest's stated errors 
ClXa), (l)(b), (lXc), (2), and (Ci) listed in the 
appendix of this order, see a.J.so Foothilb' staled

errors (1), (2), (3), and (5Xc). The DOE notes 
that while Alaskan Northwest and Foothilb 
argue the ANGTA framework somehow 
imposes additional or different legal require­
ment.a on the DOE when it cor.5iders the export 
of North Slope gu, they also i.ake the posit.ion 
"that judicial review of [Order 350) must occur 
under Section 19 of the Natural Gas Act .•. 
rather than u.�der section 10 of ANGTA." See 
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denied in their entirety In the following 
paragraphs, the DOE �Ills forth its views 
on the principal argu111enls of Alaskan 
Northwest and Foothill�. 

A. Order 350 is Consistent with t.he
ANGTA Framework snd Provides
Explicit Protection for ANGTS. 

Many of Alaskan Northwest's and 
Foothills' arguments flo� from the con­
tention that the ANCTA framework 
requires that any pr0Jcc1 competing with 
ANGTS � rejected or at least severly 
restricted. 5 Prior to Lhc issuance of Order
350, the DOE considered these argumcnu 
and found them unpersuasive. The 
ANGTA framework clcllrcd the adminis­
trative path for the construction and 
operation of ANGTS. ll did not guarantee 
financing for ANGTS or block competi­
tion for the development of North Slope 
natural gas.6 

The U.S. G overnmc11t has ta.ken all 
actions necessary to Implement the 
ANGTA framework. Nothing in Order 
350 affects these action11, All the special 
statutory and regulatory treatment for 
ANGTS remains intac:�, rcmdy to be used 
whenever the sponsors clccidc, alter years 
in abeyance, to resume ll1 con.struction. 

With respect to the assurances to 
Canada concerning ANGTS, the DOE 
ag_ain rejects the assertions by Alaskan 
Northwest and Foothills that authorizinE: 
exports of North Slope gas is inconsistell,. 
with this aspect of the ANGTA frame­
work. Order 350 stated: 

The U.S. Government has complied 
fully with its commitment to ANGTS 
by removing all regulatory impedi­
ments to the completion and operation 
of ANGTS by private parties [and) ... 

Protective Complaint Under the A/ub Natu­
ral Gas Transportation Act Challell6in8 Order 
of tbe Depenment of Energy Office of Fossil
Energy filed by Foothills with the U.S. Coun 
of Appeals for the Dutrict of Columbia oo 
January 12, 1990. They ·cannot have il both 
ways. Since it is clear claims under ANGTA 
mwt be litigated under sect.ion 10, Al&sb.n 

• Northwest and Foothills would be in an unten­
able position if they urged jurildictian und�
section 19 of the NGA and also alle,ed that
DOE violated ANGTA.

6 See Order 350, at pages 38-41, for a full 
description of the ANGTA framework; see also 
DOE's procedural order issued in this docket 
on July 25, 1988, at 19-22. 
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has assured Canada that it will not 
erect new regulatory barriers to the 
c�mrletion of A .. �GTS by private par­
ties. 

Order 350 does not coru1ict with the con­
tinuation of this commitment in any way. 
Mr. Richa.rd T. McCormack Undersecre­
tary of State for Economic Aiiairs 
responded to Canada's concerns about 
Order 350 in a letter to Mr. Derek R. 
Burney, the Canadian Ambassador to the
U.S.8 He said: 

The United States Government has 
fulfilled, and continues to fulfill, its 
commitments to ANGTS . . . (W]e 
believe it would be inconsistent with 
market principles if we were to impose 
regulatory restrictions on private sector 
projects while advocating a private sec­
tor solution for ANGTS. Put another 
way, if we refused to grant the approv­
als [to TAGS) we would. in effect, be 
putting ourselves in the position of allo­
cating gas among projects which, apart 
from its inconsistency with the princi­
ple of market-determined resource allo­
cation, ignores the fact that this gas is 
owned by private firms and not the 
U.S. Government. 

7 See Order 350, at 33-34. 
11 Mr. McCormack forwarded lb.is letter of 

January 29, 1990, to the DOE (and a letter 
from Ambassador Burney to him dated Decem­
ber zo; 1989f for inclusion in the record of this 
case. We have done so. In adclitioo. W. Hcnsoa 
Moore, the Deputy Secretary of Energy,
received a letter dated December 28, 1989, 
from Ambassador Burney expressing Canada's 
concerns about Order 350 and, in puticular, 
iu effect on the commercial viability of 
ANGTS. Ambassador Burney enclosed a copy 
or his letter to Mr. McConnact.. The DOE 
placed in the record the Ambassador's letter to 
Mr. Moore and the Deputy �tary's reply 
dated January 30, 1990. 

On January 5, 1990, Alaskan Northwest and 
Foothills filed a joint motion for the DOE to 
lodge in the record the Decemba ZO, 1989, 
letter from Ambassador Burney LO Mr. McCor­
mack.. This motion is moot becaU!e the letter 
already bas been placed in the record. 

9 Order 350 defined the e.xpon project to 
include the pipeline and all appunenant facili­
ties, including production facilities, gas condi­
tiooing facilities, liquefaction plant, marine 
terminal, and LNG tankers. 

to Although the "ANGTA conclition" repeats 
the language of section 9 of ANGTA., it is 
neither duplicative of nor mandated by the 
ANGTA fra1.1ework since see_tion 9 only applies 
to authorizations for the construction :i.nd ini-
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Moreover, Ordel' 3SO invokes the 
Department's plenary 11.uthority under 
section 3 of the NGA to include the 
"ANGTA condition." This condition pro­
hibits explicitly any action in connection 
with the export project 9 "that would 
compel a change in the basic nature and 
general route of [ANGTS) or otherwise 
prevent or impair in nny significant 
respect the expeditious construction and 
initial operation oi ANGTS." IO The DOE 
adopted this condition because it deter­
mined the public interest would be served 
by protecting . the physical �ntegrity of 
ANGTS. Even though the policy consider­
ations that led the DOE to adopt this 
condition overlap, to some extent, those 
which support the ANGTA frameworil, 
neither the condition nor anv other action 
under Order 350 was taken -because of, or 
in violation of, some requirement or limi­
tation in ANGT A.11 Adoption or the 
"ANGTA condition" resulted from the 
same process by which the DOE ordina­
rily considers the policies that underlie 
various statutory frameworks, such as the 
antitrust Jaws, to the e.xtent they 11rc rele­
vant to the public interest in a particular 
import or export application, even though 

lial operation of ANGTS. Section 9 I, a statu­
tory p.rivilege granted the ANGTS sponsors to 
prevent government agencies from grantln1 or 
modif

y

ing authorizations for the ANGTS in a 
manner that wollld hinder its expeditious con­
struction and operation. Section 9 does not 
apply to authorizations for projects other than 
ANGTS. 

11 The applications for rehearing filed by 
Alaskan Northwest and Foothills continue 
their efforts to modify this NGA section J 
proceeding by reading in requiremenu from 
ANGTA. ANGTA, however, did not change the 
existing process or requirements under section 
3 of the NGA for authorization to export natu­
ral gas. It only added the requirement for 
North Slope gas that the President must find 
iu export "will not diminish the total quantity 
or quality nor increase the total price of energy 
available to the United States." The decision 
whether to authorize exports of North Slope 
1as under section 3 is made independently of 
the Presidential Findin8 Concemill6 Alukan 
Natural Gas issued on January 12, 1988 (53 
FR 999, January 15, 1988). Even though Order 
350 considered many of the same factors as did 
the . Presidential Findin8, Its analysis· and 
determinations were made in accordance with 
the public interest standard of section 3 and 
must be viewed in terms or compliance with 
that sui.nda.rd. 
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the statutes impose no obligation on the 
DOE either to act or not act. 

In sum, the U.S. has removed all regu­
latory impediments to the private con­
struction and operation of ANGTS. Order 
350 in no way conflicts with any U.S. 
Government commitment to Canada 
regarding ANGTS. Order 350 does not 
create any new regulatory impediments 
to ANGTS and, in fact, takes into 
account the relevant policy considerations 
of the ANGT A framework through the 
exercise of the DOE's authority under 
section 3 of the NG A. 
B. Order 350 Does Not Affect the Status 
of North Slope Natural Gas.

Intertwined with the arguments that 
Order 350 is inconsistent with the 
ANGTA framework are arguments that 
North Slope natural gas somehow 
"belongs" to the ANG TS projecL 12 The
DOE, however, still can find no basis for 
the various assertions by Alaskan North­
west and Foothills that imply: (1) North 
Slope natural gas is "committed" to 
ANGTS; (2) Prudhoe Bay reserves must 
remain in the ground, forever, if need be, 
until the ANGTS sponsors arc; ready to 
secure financing for the ANGTS; (3) the 
sponsors of ANGTS have an open-ended 
right of first refusal of North Slope natu­
ral gas; or (4) Congress intended North 
Slope natural gas exclusively for the 
domestic market and prohibited its 
export .. 

There is no provision in ANGTA or 
elsewhere to support these assertions.13 In 
fact, Alaskan Northwest and Foothills 
have cited no express guarantees or com­
mitments with regard to North Slope 
reserves but rather have ple.aded that a 
special status should be envisioned. The 
DOE can find no basis whatsoever for this 
"vision" of Alaskan Northwest and Foot­
hills. Neither can the DOE see any spe­
cial status that could be reconciled with 
the acknowledged fact that "producers 
own [North Slope] reserves and obviously 

12 See Alaskan Northwest's sated errors
(lXc) and (2) in the appendix or this order; see 
also Foothills' stated erron (1), (2), (3), and 
(SXc). 

13 See Order 350, at pages 38-39, for a dis­
cussion o( the status or Nonh Slope ga.s. 

14 Id., note 81, at 39. 
IS For example, Foothills contends that if 

Order 350 is not rescinded, the DOE should 
attach a condition to the authorization "which 
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the� have the right to enter into contracts 
with whomever they please." 14 Moreover, 
Alaskan Northwest and Foothills have 
failed to persuade the DOE that the pub­
lic interest requires a change in the cur­
rent unencumbered st.atus of North Slope 
gas by, in eiiect, imposing an easement on 
these reserves in favor of ANGTS.15

In any event, the DOE reiterates that 
Order 350 does not affect any rights of 
Alaskan Northwest and Foothills to 
North Slope natural gas. Prior to the issu­
ance of Order 350, Alnskan Northwest 
and Foothills were free to contract with 
the North Slope producers for their gas 
reserves. Following its issuance, they con­
tinue to be free to make such contracts. 
Order 350 does not (1) restrict the rights 
of Alaskan Northwest and Foothills to 
contract for North Slope gas, (2) commit 
any amount of this gas to Yukon Pacific, 
or (3) grant Yukon Pacific any right to 
contract for this ga.s t!1nt it did not have 
prior to issuance. 

C. Order 350 Does Not Represent Either
a Taking or a Violation of Substantive
Due Process with Respect to ANGTS.

Closely related Lo the arguments that 
Order 350 is inconsistent with the frame­
work of ANGTA and that North Slope 
natural gas belongs lo lhe ANGTS project 
is the contention that Order 350 consti­
tutes a taking of property and a violation 
of substantive due process. 16 Alaskan
Northwest and Foothills argue that Order 
350 was adopted arbitrarily and without 
proper consideration of their exclusive 
and perpetual franchise to develop North 
Slope gas and to deliver this gas to the 
lower-48 states and thus deprived them of 
their property rights and legitimate 
expectations under ANGTA. ANGTA, 
however, did not grant the sponsors of 
ANGTS an exclusive and perpetual 
(ranchise or any other shield against com­
petition. Accordingly the authorization of 
a competing project cannot be equated 

limits the proposed exports to volumes or Alu­
kan gas that are demonstrated to be in CJtcesa 

of the proven reserves required to finance and 
complete the ANGTS .... " See Foothills' appli­
cation for rehearing at 2; see also Alaskan 
Nonhwe.n's application for rehearing, at 6. 

16 See Alaskan Nort.bwest's stated errors 
(lXc), (6), and (7) in the appendix of this 
order; see also Foothills' stated errors (8) and 
(ll). 
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with eilher a taking or a violation of sub­
stantive due process. 17 

ANGTA was primarily a procedural 
statute intended to minimize regulatory 
impediments to bringing North Slope gas 
to the lower-48 states by the early 1980s. 
To this end, in lieu of the protracted selec­
tion process at the Federal Power Com­
m1ss1on, ANGTA substituled a 
mechanism by which the President, with 
Congressional approval, could designate 
the sponsors and the route for a transpor­
tation system to bring North Slope natu­
ral gas lo the 1ower-48 states. ANGT A 
also eliminated or minimized certa.in stat­
utory or regulatory requirements that the 
persons selected to build and operate the 
system would otherwise encounter before 
commencing construction. ANGT A did 
not provide the sponsors of the approved 
system with a monopoly franchise that 
prohibits development of North Slope nat­
ural gas until they decide the time is right 
to get their project underway. Nor did it 
bar competing developers of North Slope 
gas from securing the necessary govern­
mental authorizations through the stan­
dard permit process without the 
advantages granted the sponsors of 
ANGTS. 

In sum, ANGT A was intended to expe­
dite development of North Slope natural 
gas, not to lock up this vast energy 
resource. ANGTA cleared the administra­
tive path for obtaining the nccessa.ry fed­
eral permits and authorizations; it did not 
interdict markl'tplace competition over 
North Slope gas. Alaskan Northwest and 
Foothills have no property right or legiti­
mate expectation on which to challenge 
Order 350 merely because it authorizes a 
competing project. The DOE crafted 
Order 350 so that it does not interfere 
with any of the statutory privileges 
granted Alaskan Northwest and Foot.hills 
by ANGTA. If these privileges have been 
diminished in value over time, it is not 
the result of any action or inaction by the 
U.S. Government. 

17 See Order 350, at 39. 
11 See Alaskan Northwest's suted errors 

(3Xa), (3)(b), (3Xc), (3Xd), and (S) in the 
appendi& or this order; s« also Foothills' st4ted 
errors (SXa), (S)(b), (SXc), (SXd), (.SXe), (SXO, 
(S)(g), and (6). 

IP See Order 350 for a discussion of OOE's 
findings cc.nceming the public intere.st, at 
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D. Order 350 Is Based on Evidence in the 
Record Tnac the Export Project Is Not 
Inconsiscent with the Public Interest 
Includin�. the Environmental and 
Domestic Need .4.spects of the Public 
Interest ..

In addition Lo their arguments concern­
ing the eiiects of Order 350 on ANGTS, 
Alaskan Korthwest and Foothills contend 
that Order .350 is nol consistent with the 
public interest and, in particular, that it 
misjudges the effects of the export project 
on the 1!nvironment and Lhe domestic 
need aspects of the puolic in terests.18 
They have failed �o provide, however, any 
additional evidence that undermines 
either the substantial evidence in the 
record or the statutory presumplion that 
supports the public interest finding in 
Order 350. 19 

As pan of its public interest determina­
tion, the DOE weighed the effects of the 
expon project on the environment. Order 
350 took into account the Final Environ­
mental Impa.ct Statement (FEIS) 20 on 
the export project and other environmen­
tal considerations·� such as the implica­
tions of the accident-�ving the oil 
tanker Exxon Valdez that occurred off 
Alaska after the FEIS was issued. Order 
350 found that the environmental effects 
of the expon project "are relatively minor 
and can be mitigated, and thus arc cnvi­
ornmentally acceptable, especially when 
balanced against the substantial eco­
nomic benefits to be derived from the 
project." Order 350 requires the expon 
project to "be implemented in accordance 
with all applicable environmental proce­
dures and requirements" and to "comply 
with all preventive and mitigative mea­
sures imposed by Federal and State agen­
cies to protect the public health, safety 
and enviroment." In conjunction with the 
issuance of Order 350, the DOE issued a 
Record of Decision pursuant to the regu­
lations of the Council on Environmental 
Quality (40 CTR ·1505.2) and the DOE's 
guidelines for compliance with the 
National En,..-ironmcntal Policy Act of 

pages lS-30 (dome.stic need), 31 (American 
coiuumers), 31-32 (erricient energy produc­
tion), 32 (State of Alaska), 33-35 (international 
effects), and 35-38 (environment). 

20 Trans-Afa.sb Gas System Final Environ­
mcnt.11} Impact SU!temcnt (FEIS BLM-AK­
PT-88-003-1792-910, June 1988) DOE/ 
EIS-0139. 
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1969 (NE.PA) which documents the man­
ner in which DOE considered the environ­
mental issues in its decision-making 
process.21

The DOE's public interest determina­
tion focused on domestic need for North 
Slope gas. In assessing domestic need, 
Order 350 did not conclude North Slope 
natural gas could not or would not be used 
in the domestic market. Rather, it found 
there exist large reserves of natural gas in 
North America within or below the rea­
sonably anticipated cost range of North 
Slope natural gas that are more than suf­
ficient to meet anticipated domestic need 
without any significant market distor­
tions, even if North Slope natural gas 
does not flow to the lower-48 states during 
the term of the proposed exports. Thus, 
North Slope natural gas is not needed to 
meet anticipated domestic demand. 

The crux of Alaskan Northwest's and 
Foothills' domestic need a.rgument is the 
reliability of resource base estimates for 
projecting long-term domestic supply. 
Foothills state that the authorization was 
"based on a reckless wager that so-called 
'potential' reserves will eventually be 
forthcoming and, if not, the deficiency 
can alwa?? be made up by foreign
imports." As demonsuated in Order 
350, any projection of long-term supply 
must incorporate the addition of reserves 
in the future.23 Not recognizing this 
potential would be to ignore decades of 
historical record in which reserve addi-

ZI S4 FR 49337 (November 30, 1989). Alu­
ka.n Northwest and Foothill\ argue that t.be 
DOE did not comply with NEPA in issuing 
Order 350. A section 3 rehearing, however, is 
not the proper forum to consider compliance 
with the NEPA process. A section 3 rehearing 
reviews DOE's public interest determination 
including the extent to which the determina­
tion took into account tbe environmental 
aspects of the public interesL In Order 350, 
consideration of the environmental aspects of 
the public interest resulted in the inclusion of 
several' environmental conditions. A section 3 
rehearing does not review procedural compli, 
ancc with NEPA. The OOE's compliance with 
the NEPA process is set forth in the Record of 

Decision which represents final agency action 
on NEPA procedural matters. There is no pro, 
vision for an administrative review (such as a 
section 3 reh.aring) of a record of decision. See 
40 CFR Parts 15�15C8. 

22 See Foothills' application for rehearing, at 
11. 
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tions have occurred year aiter year. There 
is nothing to suggest that this process will 
suddenly terminate in the near future. In 
addition, any decision based on the cur­
rent stock of reserves alone would be dis-­
toned, if not outrigh� absurd, since it 
necessarily would have to assume the U.S. 
will run out oi natural gas before the end 
of the century. 

The DOE believes that the gas resource 
base estimates for the U.S. published by 
the Potential Gas Committee,24 the U.S.
Geological Survey. and DOE/ Argonne 
National Laboratories (DOE/ Argonne) 
that were considered in the decision to 
grant the export application are credi­
ble.2S They reflect the consensus in the 
energy community that additional gas 
resources beyond proved reserves can be 
discovered and produced with foreseeable 
technology and economic conditions. 

Alaskan Northwest maintains that 
North Slope gas is needed domestically 
because supplies in the lower-48 states 
costing less than $3.00 per Mcf wellhead 
price in 1987 dollars_ e!us potential Cana­
dian pipeline gas nnd l.NG imports are 
insufficient to meet the DO'E's postulated 
demand of 725 quads through 2021.26
Alaskan Northwest implies that DOE 
should not consider ns an additional 
source of gas supply the 174 Tcf in the 
lower-48 states which the DOE/Argonne 
estimate indicates would be recoverable 
in a wellhead price range of $3.00 to 

:3 See Order 350, at pages 22-24, for a full 
discussion of reserves. 

Z4 The Potential Gas Committee is made up 
of a group of volunteer industry and govern­
mental experts in the uen of natural gas sup, 
ply. 

:U The DOE notes that Lhe resource amounts 
or all lhree npprnisnls are significantly less 
lhan a more recent report in late 1989 (on 
which Order 350 did not rely) from lhe Ameri­
can Association or Pet'roleum Geologists 
(A.APG). The MPG report, "New Approaches 
to Gas Resource Evnluntion," indicates the gas 
resource base in the lower-48 states is 869 Tcf 
at $3.00/Mcf or lcM and 1,399 Tcf assuming 
$5.00/Mcl. By cuml)llrison, the 1988 DOE/ 
Argonne study estimated that 757 Tcf is recov­
erable at $5.00/Mcf or less, of which 583 Tel is 
recoverable under $3.00/Mcf. See AAPG 
Explorer, September 1989, at 9. 

211 See appendi.x nuached to Alaskan North, 
west's application for rehearing, at 24. 
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$5.00 per Mcf (1987 dollars).27 In effect, 
A.laskan Northwest asserts that North
Slope gas must be considered "needed"
because of its prediction that the ANGTS
can deliver gas to the U.S./Canada border
at a price of $3.00 per Mcf (1987 dollars),
the sum of the wellhead price at which
producers will produce and sell their gas 
($0.54) 28 and the cost of service estimate 
for pipeline transportation ($2.46) to the 
border.29 This argument is flawed in two
significant aspects.

First, this argument reduces the need 
analysis to predictions about the future 
prices of various gas supplies. The DOE

does not believe need can be determined 
simply by comparing predicted prices, 
even ii gas prices could be predicted pre­
cisely ten to 20 years into the future. The 
need analysis is primarily an assessment 
of whether sufficient supplies can reason­
ably be expected to be available to meet 
anticipated demand. Of course, this 
assessment must take into account that 
the costs of bringing some supplies to 

21 An Assessment of the Natural Gas 
Resource Base of tbe United States (May 
1988), prcpa.� by Argonne National Labora­
tory for the DOE's Office or Policy, Planning, 
and Analysis. 

Z1 The $0.54 figun: appeared in a study by 
Dames & Moore and Decision Focus, Inc., 
included as Exhibit R to "l.nitial Comments" 
filcd_bx. Yukon Pacific on August 24, 1988. It 
wa.s subsequently adopted by the ANGTS 
!lpon.son without any further explanation other 
than its use by Yukon Pacific. The Dames & 
Moore study did not say how it arrived at this 
figure. 

z, Ala.sun Northwest ;i.sscrts that the cost or 
transponing North Slope gas from the U.S./ 
Canada border lo Chicago and California 
would be $0.50/Md. At the same time, it sug­
gests that the costs of transporting lower-48 
supplies from the wellhead t.o the city gate 
111ould be $1.20. (Sec Alaskan Northwest's 
application for rehearing, appendix, at 20). 
Alaskan Northwest posits the $1.20 figure by 
subtracting average domestic wellhead prices 
from average city gate prices. (See Energy 
Information Adm�istration, Monthly Energy 
Review. July 1989, Table 9.11, at 109). The 
DOE believes this comparison is not appropri· 
ate and is misleading. 

The· DOE has looked at the current cost of 
delivering Canadian gu to Illinois and Califor­
nia by means of the Eastern and Western Legs 
of the prebuild (their present termini arc in 
Iowa and Oregon) and the cost of delivering 
gas from traditional lowcr-48 sources. The dat.a 
was derived from the Dun and Bradstreet 
"Off'icia.l Pipeline Guide", a computerized 
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market .ma)" be so significantly higher 
than the anticipated market prkc that 
their use would be precluded in fln effi­
cient market. Alaskan Northwest and 
Foothills, however, have failed to demon­
strate that the costs of any of the ftupplies 
considered by the DOE in Order 350, 
including gas producible at $3.00.$5.00 
per Mcf in much more accessahl11 Meas 
than the North Slope, would be bO high 
that they may not reasonably bl! ronsid­
ered available to meet antlclp1Hcd 
demand during the term of the proposed 
export. 

Second, assuming argucndo th1Lt need 
for a particular supply were determined 
solely by comparing predicted prices, 
Alaskan Northwest and Foothills hiwc not 
provided credible evidence to pcrmil such 
a comparison in this case. The price of 
$3.00 per Mci that they assert thaL North 
Slope gas delivered by ANGTS would cost 
at the U.S./Canada border is mere specu­
lation since it is based on a North Slope 

information system for determinln1t least-cost 
point-to-point U.S. pipeline transportation 
charges. The resulL, sh�hat In February 
1990 gas could be dcliverccl-from the SllS­
kachew-&n/Montana border via the E:11stcrn 
Leg prcbuild and certain interconnecting pipe· 
lines to  central Illinois (T uscola) £or 
$1.03/Md. It cost $0.60/Mcf to transpnrt gas 
from the British Columbia/Idaho bClrder via 
the We$tern Delivery System (which comprises 
the Western Leg prebuild) to the Ari1.ona/ 
C&lifomia border. Much of the supply for Cali­
fornia originates in Texas and New Medco and 
production in Oklahoma and Louishrna is 
shipped to Illinois. Gu could be transported 
from west Texas and New Mexico lo the south­
ern California borde.r for $0.27 /Mcf. To trans­
port gas from Oklahoma and south Loufoiana 
to Tu.scola would cost $0.62 and $0.46/Mcf, 
respectively. 

In light of the current situation, it is reason­
able to llSSume that there would be comparable 
t:ransporution costs within the lower-48 states 
for North Slope gas and nlternative supplies. 
In addition, with the advent of open-access 
transportation, domestic pipelines will continu­
ally be under pressure to keep prices competi­
tive to attract customers. Furthermore, 
California would be able to acquire supplies 
from new production regions of the Rocky 
Mounr..ains through the proposed pipelines of 
Wyomi.ng-Caliiornia Pipeline Comp.any and 
Kern River Gas Transmission Company 
between Wyoming and California that received 
final FERC certificates early this year and are 
expcct.cd to begin operation in 1991 with trans­
mission costs of $0.64 and $0.99, respectively. 
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wellhead price of $0.54 per Mcf.30 Alas­
kan Northwest offers no reason in its 
application for rehearing to persuade the 
DOE that North Slope producers consider 
$0.54 a sufficient price to recover fully 
their costs. In fact, Alaskan Northwest 
admits: 

One can only speculate about actual 
wellhead prices, as they will be deter­
mined through negotiations between 
individual producers and purchasers of 
North Slope gas .... (T]he wellhead 
price of $0.54 (1987 dollars) ... may be 
inaccurate.31

In addition, Alaskan Northwest and 
Foothills also argue that the presence of 
North Slope gas in various natural gas 
studies, including those of the Gas 
Research Institute, Data Research Insti­
tute/McGraw-Hill, and the American 
Gas Association (AGA), constitutes con­
vincing evidence of the need for this gas 
in the lower-48 states.32 For example, 
Foothills' application for rehearing states, 
"AGA concludes that 'Alaskan gas 
becomes available before 2CXX> with the 
const.ruction of a pipeline system to 
deliver those supplies.' (Emphasis 
added)." 33 

The DOE did consider these studies but 
did not find them ·convincing concerning 
domestic need for North Slope gas.J.4 They 
do not conclude that this gas is needed. At 
most, they conclude that this gas would 
be available to the domestic market if the 
ANGTS is built. Such a conclusion neces­
sarily flows from the stand11rd approach 
used for models involving North Slope 
gas. Forecasters program this gas supply 
into the models because they assume that 
ANGTS will be built and therefore that 
North Slope gas necessarily "'·ill flow 
through it some day to the lower-48 
states. The consumption of North Slope 
gas in the lower-48 states is, in effect, a 
foregone conclusion of these models and 
the only variable is the completion date of 

30 For purposes of argument, the DOE is not 
questioning the transportation component of 
the $3.00 price. However, the CO$t of service 
projected by the ANGTS sponson from Aluka 
through Canada to the U.S. border of $2.46, 
which is based on a June 1988 revised capital 
cost estimate for the remaining, unconstructcd 
clemcnu of ANGTS, has not been ex:amined, 
much less approved, by any regulatory body. 

31 Sec Alukan Northwest's application for 
rehearing, at 19 and 23. 
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the ANGT S. As such, they reflect an 
assumption, and the possibility that it 
may be more efficient l'lot to use North 
Slope gas in the domestic market is 

ignored. The DOE doi·� not find the circu­
lar reasoning that rclle5 oh such studies to 
be enlightening ,tJht,n examining the 
domestic need for Nonh Slope gas. 

To summarize, Al1111lc.nn Northwest and 
Foothills have prescntod no new evidence 
or arguments that Ptiriiuude the DOE to 
reconsider its detcrmlnation that the 
export of North Slop!' gns is not inconsis­
tent with the puhllc interest. With 
respect to the environrnent, they provide 
no substantive basis to change the mea­
sures in Order 350 to protect the environ­
ment. With respect to domestic need, 
they give no compelling reason demon­
strating that the analysis or conclusions 
in Order 350 were in error. Rather, they 
seek to confuse the possibility that North 
Slope gas may be consumed in the 

lower-48 states with a conclusion that 
North Slope gas is needed. The DOE's 
assessment was based on the outlook for 
natural gas demand, the outlook for sup­
ply, the availability of energy supplies 
with comparable or lower costs than 
North Slope gas, and the likelihood that 
the absence of North Slope gas would 
result in significant distortions in the U.S. 
energy market. As a result of this assess­
ment, Order 350 concluded that North 
Slope gas is not needed in the lower-48 

states during the 25-year term of Yukon 
Pacific's proposed export. 

E. Order 350 Was 1\dopted in Accordance 
with All Applicable Statutory, Regula­
tory, and Procedural Due Process 
Req u.iremen LS. 

Throughout this proceeding, Alaskan 
Northwest and Foothills have contended 
that certain statutory, regulatory, and 
procedural due process requirements were 
not foJlowed.35 The DOE does not agree.

32 See Appendixes D-G attached to Footlu1ls' 
application for rchcuin1. 

33 Id., at 39. 

34 See Order 350, nt 18-20, particuhuly note 
36. 

JS See Alaskan Northwest's stated errors (7) 
and (8) in the appendix or this order; see also 
Foothills' sumd errors (4), (6), (9), (tO), and 
(11). 
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The DOE considered Yukon Pacific's 
application to export North Slope gas in 
accordance with all applicable statutory, 
regulatory, and procedural requirements. 
In particular, all parties were given the 
opportunity to submit written comments 
and reply comments and to participate in 
a public conference in Anchorage, Alaska. 
All parties were given ample opportunity 
to present arguments and data to support 
their positions and Lo examine thoroughly 
the positions of the other parties. Addi­
tional procedures were not and are not 
now necessary to develop more fully any 
disputed relevant and material factual 
issue. 

Alaskan Northwest and Foothills have 
not demonstrated that any material 
issues of fact are genuinely in dispute or 
that any additional action, including a 
trial-type hearing, is necessary for a full 
and true disclosure of the facts. Alaskan 
Northwest and Foothills are not entitled 
as a matter of right to a trial-type hearing 
concerning policy or legal issues. 

At every stage of this proceeding, the 
DOE has acted in accordance with all 
applicable statutory, regulatory, and pro­
cedural requirements. There e.xists a fully 
developed record, compiled with due 
regard for the rights of all parties, on 
which the DOE made a reasoned decision 
in Ord�r 350.36 

F. (lrder 350 Does Not Restrict Improp­
erly the Authority of Either FERC or
OFI. 

Alaskan Northwest and Foothills argue 
that Order 350 improperly limits the 
authority of the FERC and OFI.37 There
is no basis for this allegation. 

With respect to the FERC, the DOE 
Act explicitly grants the Secretary of 
Energy all authority conferred under the 
NGA over imported and exported natural 

36 See Order 350, at 9-11.

l1 See Alaskan Nonhwest's stated error (4) 
specified in the appendix of this order; see also 
Foothills' stated error (7). 

38 See Order 350 note 18, at 7, note 32, at 16, 
note 34, at 17, and note 79, at 37. These 
footnotes detail (1) how the DOE Act granted 
the Secretary of Energy exclusive jurisdiction 
to regulate natural gas imports and cxporu, (2) 
how DOE Dcle.gatlon Order No. 0204-127 dele­
gates· this broad grant 0£ regulatory authority 
to the Assistant Secretary £or Fossil Energy, 
(3) how DOE Delegation Order No. 02()4..112
dele" tes the FERC limited authority under

Federal Ene,u Guldellnes 

gas. While the Secretary has retained the 
policy-making aspects oi this authority 
within the DOE, certain technical aspects 
of this authority, especially in the areas 
where imported and exported natural gas 
mix .with interstate gas, have been dele­
gated to the FERC. The ddegation of 
authority to the FERC is clear that this 
delegated authority over imported and 
exported natural gas must be exercised in 
accordance with the DOE's policies and 
any specific conditions in the DOE's 
import and export authorizalions.38 

Order 350 limits the FERC's jurisdic­
tion over this export project so that it 
would not exercise unnecessary regulation 
over the entire project merely because gas 
molecules destined for foreign countries 
may be combined with "interstate gas 
molecules" irom ANGTS destined for 
lower-48 markets. Order 350 does not cre­
ate any regulatory gap concerning the 
project and preserves the FERC's author­
ity to regulate shared faciUtics where it 
has a legitimate interstate commerce 
interest. It also preserves the FERC's 
authority over the export site. Oy ruling 
out. on environmental grounds, 1111 cKport 
sites except Valdez, Oi:d�50 wo� exer­
cising the site veto function rct nincd 
within DOE. Order 350 does IIOl nffecl 
the FERC's authority to approve vr dis­
approve the Valdez export site.39

With respect to OFI, Reorgani1.a�ion 
Plan No. 1 of 1987 explicity provides that 
the Federal Inspector shall follow the poli­
cies of the agency from which the enforce­
ment function the Inspector is exercising 
has been transierred. Order 350 sets forth 
DOE's policy that the "ANGTA condi­
tion" not be used as a dilatory tactic to 
impede the export project. Requiring this 
condition to be enforced expeditiously and 
on the basis of facts rather than specula­
tion does not abridge the authority of the 

sections 4, 5, and 7 of the NGA to regulate 
natural· gas imports 11nd exports in interstate 
commerce, subject to the policies of the DOE
and any conditions in DOE import and export 
authorizations, and (4) bow DOE Delegation 
Order No. 0204-112 delegates the FERC lim­
ited authority under section 3 of the NGA to 
regulate export and import sites, subject to the 
policies of the DOE, any conditions in DOE 
import and export authori:.ations, and the veto 
by the DOE of a particul:u site. Sec also Tran� 
Canada Pipelines v. F£RC, No. 87-1229, June 
16, 1989. 

39 See Order 350, at 41-44.
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Federal Inspector lo carry out the func­
tions of the office.40 

G. Conclusion

The DOE issued Order 350 after a thor­
ough examination of whether expons oi 
North Slope gas would be inconsistent 
"-ith the public interest. The DOE iound 
that there are sufficient supplies of natu­
ral gas available in North America and 
elsewhere lo meet anticipated domestic 
demand without market distortion if 
North Slope gas is exported. The DOE 
also found that the export of North Slope 
gas would be consistent with other public 
inu.rest considerations, including protec­
tion of the environment. 

The applications for rehearing filed by 
Alaskan Northwest and Foothills did not 
contai.n any basis for the DOE to recon­
sider its findings in Order 350. Alaskan 
Northwest and Foothills neither refuted 
the substantial record evidence on which 
these findings were based nor carried 
their burden concerning the sututory 
presumption in section 3 of the NGA that 
natural gas exports are consistent with 
the public interest. 

Alaskan Northwest and Foothills 
sought in their applications for rehearing, 
as they have throughout this proceeding, 
to inier that this export application was 
diiie.rent than other section 3 proceedings. 
Many of their arguments assen that the 
ANGTA framework, in effect, reverses 
1.he presumption favoring natural gas
exports and creates different sundards
for evaluating e.xports of North Slope gas.
Although the DOE can find no legal basis
for such a proposition, it did consider the
policy basis of the ANGTA framework in
the context of the public interest standard
of section ·3 of the NGA. This considera­
tion led the DOE to include the "ANGTA
condition" in Order 350 to preserve the
physical integrity of ANGTS. The DOE
crafted Order 350 carefully to ensure that
it did not 1ntcrfcrc with any of the privi­
leges of the ANGTS sponsors or their abil­
ity to negotiate contracts to secure North
Slope reserves for ANGTS. Alaskan
Northwest and Foothills, however, have
not persuaded the DOE that either the
public interest or any provision of the
ANGTA framework requires it to inter­
dict competition over North Slope ga.s.

.0 Id., note 83, at 41. 

170,303 

Order 350 docs not dictate how North 
Slope gas will be duvbloped. Those deci� 
sions continue lO be left lo private par­
ties. Order 3.50 merely complies with the 
DOE's obligation to authorize natural gas 
exports where there is no showing such 
exports would be inct1nsistent with the 
public interest. There is no provision in 
the ANGTA fmn,ework or elsewhere that 
changes this obligation in situations 
involving comp<:t,ition over North Slope 
gas. 

II1. Request for Clarification 

On December 15, 1989, Yukon Pacific 
requested clarification or, in the alterna­
tive, rehearing of Order 350. Yukon 
Pacific asks Lhe DOE to clarify that, in 
the event the quantity of LNG exported 
in a given yenr is below the annual vol­
ume limitation, it is authorized to 
increase exports in succeeding years to 
make up the deficiency. Yukon Pacific 
asserts that this would enhance its ability 
to develop and initiate long-term sales 
arrangements and would provide latitude 
shot,1ld actual deliveries in. some years 
prove to be smaller th�ticipatcd.

The DOE's imposition or"the 14 million 
met.Tic ton (MMT) annua.l export ceiling 
was based on the perceived intention of 
Yukon Pacific to deliver only up to that 
volume and is reflective of Yukon 
Pacific's application. However, it is rea­
sonable that Yukon Pacific be permitted 
to increase the quantity of LNG exported 
in succeeding years until it makes up any 
deficiency in a year in which deliveries 
did oot equal 14 MMT, as long as the 
aggregate amount during the term of the 
authorization does not exceed 350

MMT.'u Accordingly, we arc modifying 
Ordering Paragraph A of Order 350 in a 
manner that will give Yukon Pacific more 
flexibility to structure contracts tailored 
to the individual needs of its customers 
and to manage deliverability fluctuations. 

IV. Decision

The applications for rehearing filed by 
Alaskan Northwest and Foothills present 
no information that would merit reconsid­
eration of our findings in Order 350.

Accordingly, their requests for rehearing 
arc denied. 

41 14 MMT x 25 years - 350 M.MT . 
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The application for clarification filed 
by Yukon Pacific involves a reasonable 
modification oi the authority in Order 
350 that does not affect the DOE's deci­
sion to grant the authorization. Accord­
ingly, its request is granted. 

ORDER 

For the reasons set forth above, pursu­
ant to section 3 and 19 of the Natural 
Gos Act, it Is ordered that: 

A. Ordering Paragraph A of DOE/FE
Opinion and Order No. 350 (Order 350)
is,ued November 16, 1989, to Yukon 
Pacific Corporation is hereby modified to 
read as follows: 

A. Yukon Pacific Corporation
(Yukon Pacific) is authorized to export 
for sale to Japan, South Korea, and 
Taiwan a total of up to 350 million 
metric tons (MMT) of liquefied natural 
gas (LNG), at an average annual vol­
ume of 14 MMT, for a period of 25
years beginning on the date of the first 
delivery, upon the conditions herein set 
forth. 
B. All other terms and conditions of

Order 350 �main in effect. 
C. The application for rehearing of

Order No. 350 filed by Alaskan North­
west Natural Gas Transportation Com­
pany and Foothills Pipe Lines (Yukon) 
Ltd. are denied. 

Issued in Washington, D.C., on March 
8, 1990. 

Appendix 
List of Errors in DOE/FE Opinion and 

Order No. 350 Alleged by Alaskan North­
west Natural Gas Transportation Com­
pany and Foothills Pipe Lines (Yukon) 

Ltd. 
. 

A. Alaskan Northwest •
(1) DOE's conditional export authori­

zation, by failing to attach protective 
conditions to ensure compliance with 
ANGTA, represents an impermissible 
extension of DOE's statutory authority 
and, accordingly constitutes legal errol' in 
the following respects: 

(a) DOE's Order threatens to " . .  .
compel a change in the basic nature .. . 
of the approved transportation system 
or would otherwise prevent or impair in 

• See Alas\:.ln Nonhwest's application for 
re.heuing at 7-10. 
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any significant respect the expeditious 
construction and initial operation" of 
the ANGTS and, accordingly, fails to 
comply with lhe mandate of section 9 
of ANGTA; 

(b) DOE's Order authorizes lhe dimi­
nution of the total quantity and qual­
ity of energy resources available to the 
U.S. on a price-competitive basis, in 
contravention of the mandate of section 
12 of ANGTA; 

(c) DOE's Order, with respect Lo Its
findings of possible future delivery of 
TAGS export volumes to Americl\n con­
sumers, contravenes the exclusive right 
of the ANGTS to deliver North Slope 
gas to lower-48 states' consumer11. 
(2) DOE's Order contravenes thn l'resl­

dent's September 22, 1977, decision con-. 
cerning ANGTS and prior U.S.-C,rnndlan 
commitments. 

(3) DOE's findings relevant tu lhe
analysis of .. public interest" under 1111ction 
3 of the NGA are (i) not supported by 
substantial evidence; and/or (II)
represent an abuse of agency diseret Ion. 
In particular: 

(a) DO E's fim:ftngs__ respcc:ting
"domestic need" are not supported 
(and are, in fact, undermined) by 
record evidence; 

(b) Insufficient record evidence has
been, deyeloped to support claimed 
trade and other international benefits; 

(c) DOE's findings with respect r.o
impacts on national energy security, 
and the equating of national energy 
security to "global market efficiency" 
are not supported by record evidence 
and represent an abuse of discretion; 
and 

(d) DOE's findings respecting envi­
ronmental impact are incomplete and 
otherwise not supported by record evi­
dence. 
(4) DOE's limitation of Federal Energy

Regulatory Commission (FERC) jurisdic­
tion ove.r the Alaskan Gas Conditioning 
Facility constitutes legal error. 

(5) DOE has abrogated its statutory
responsibilities under the National Envi­
ronmental Policy Act (NEPA) by failing 
to consider environmental consequences 
associated with. inter alia, with: (I) gas 
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condilioning arrangements for volumes 
proposed to be exported and (2) marine 
lransportation hazards and interactions 
of LNG and oil tankers at Port Valdez 
and in transit through Prince William 

Sound. 

(6) T he iss1.:ance of export authoriza.
tion to Yukon Pacific, in lhe absence of 
protective conditions urged by Alaskan 
Nonhwest, deprives the ANGTS sponsors 
oi legal rights and priorities established 
through prior Congressional, regulatory 
and Presidential orders, lhe deprivation 
of which constitutes an unlawful taking 
under the Fifth Amendment of the U.S. 
Constitution. 

(7) DOE's Order was issued without 
regard to requirements of procedural and 
substantive due process. 

(8) DOE's failure to attach informa­
tional and filing requirements to mitigate 
potential regulatory gaps in arbitrary, 
capricious, and an abuse of discretion. 

B. Foothills ..

(l) DOE erred in finding that approval 
of lhe proposed export is consistent with 
the intent, policies, and framework of 
ANGTA. 

(2) DOE erred in failing to recognize 
that approval of the proposed export is 
inconsistent witli tne Presidential and 
Congressional decisions approving the 

ANGTS under ANGTA. 

(3) DOE erred in finding that approval 
of the proposed export is inconsistent with 
the 1977 U.S.-Canadian agreement on 
principles and other commitments made 
by the U.S. to Canada in connection with 
theANGTS. 

(4) DOE erred in finding that there is a 
statutory presumption favoring exports of 
Alaskan North Slope gas. 

(5) DOE's approval of the proposed
export is arbitrary, capricious, abusive of 
the government's discretion, and unsup­
ported by either rational findings or sub­
stantial evidence of record. 

(a) DOE erred in failing to take a

hard look at all pertinent issues and to 
make rational findings with respect to 
those issues . 

.. See Foothill's appliCAtion for rehearing at 
13-14.
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(b) DOE erred in approving the pro­
posed export prior to completion and 
full consideralion of tile National 
Energy Strategy. 

(c) DOE erred in finding that
approval of the proposed export will 
not significantly impair the expeditious 
construction and operation of the 
ANGTS. 

(d) DOE erred in finding that North
Slope gas will nol be needed during the 
term of the proposed export to provide 

American consumers with adequate gas 
supplies at reasonable prices. 

(e) DOE erred in finding that the 
proposed export will not diminish U.S. 
energy security or otherwise adversely 
affect the quantity. quality, or price of 
energy available to American consum­
ers. 

(f) DOE erred in finding that
approval of the proposed export would 
benefit American consumers, encourage 
increased energy production, create 
benefits for the State of Alaska that 
would �ot othe:wi� a.vailable, and 
benefit mternatmnal relat:1ons. 

(g) DOE err�d in finding that the 
proposed export project is environmen­
tally acceptable. 

(6) DOE erred in failing to comply with
NEPA and the regulaLions thereunder. 

(7) DOE exceeded its statutory author­
ity in attempting to limit the FERC's 
jurisdiction over the T ACS project in the 

. event TAGS and the A.NGTS share a 
facility that is subject to the FERC's 
interstate commerce jurisdiction. 

(8) DOE's approval of the proposed
export constitutes an unlawful taking of 
pro�rty rights of the A.NGTS sponsors. 

(9) DOE erred in failing to enforce and
follow its own regulations on exports of 
natural gas. 

(10) DOE erred in failing to convene a 
trial-type .hearing. 

(11) DOE unlawfully deprived the
ANGTS sponsors of procedural and sub­
stantive due process. 
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STATE OF ALASKA 
ALASKA GASLINE 'INDUCEMENT ACT 

TRANSCANADA ALASKA COMPANY, LLC 
and FOO'J'HILLS PIPE LINES LTD. 

ALASKA PIPELINE PROJECT 

A. EXECUTIVE SUMMARY

We have been requested to address aspects of the proposed Alaska Pipeline

Project (or "Project"} application filed by TransCanada Alaska Company, LCC and 

Foothills Pipe Lines Ltd. (collectively "TransCanada"} pursuant to the Alaska Gasline 

Inducement Act ("AGIA''} on November 30, 2007. We have been specifically asked to 

consider matters that could impact the timeline of the Project. As specified in the 

request for applications, TransCanada's proposal addresses the specific requirements 

of the AGIA and also included a timetable for the completion of various activities 

associated with bringing the Project to fruition. 

The expected tjmlng of the development phase of the Project Is of critical 

importanqe in the assessment and quantification of the potential benefits that could 

result from the proposed Project. As such, it is necessary to understand the rationale 

underpinning TransCanada's forecasted schedule and the risks TransCanada has taken 

into account in its evaluation. In addition, we have attempted to identify other potential 

concerns and issues that could impact overall timing. This Report is restricted to an 

examination of the Canadian segment of the Project. 

TransCanada has adopted a five and one-half year schedule for securing major 

Canadian pre-construction approvals, following the issuance of the AGIA License. 

TransCanada has expressed the view that it expects to rely on the Northam Pipeline 

Act ("NPA" or "Act"} as the primary leglslatlve vehicle through which necessary 

regulatory approvals have and will be coordinated in Canada. This is viewed by 

TransCanada as minimizing the time required to complete the above process. 

TransCanada has also identified a number of project risks that could result in delay. 

DMSLe11N>61301'\0000l\214664!M 



-2-

While we agree that there are advantages associated with the prior NPA 

approvals received by TransCanada and the "single window'' process provided by the 

NPA, based on the detailed assessment contained herein, It Is our view that the 

schedule proposed by TransCanada represents a "best case" scenario that may be 

dtfflcult to achieve. 

Given the nature and magnitude of the Project, it is our view that one could 

reasonably expect that at least certain of the issues identified herein, or by 

TransCanada in its risk assessment, will be raised during the preparation and regulatory 

approval phases of the Project, with a resultant impact on timing. In our view, a 

timeframe of seven to eight years is more realistic, with the lower end of the range 

(seven years) having a higher probability of being a_chieved. A seven to eight year 

tlmellhe, to complete the required pre-construction processes, may be the minimum for 

a Third Party pipeline project that does not have the advantage of �he existing approvals 

obtained under the NPA. 

As will be discussed herein, the strategy and approach ultimately adopted by 

TransCanada for the· execution of its proposal will likely have a significant impact on its ·· 

ability to achieve the proposed "best case" scenario. By this we mean that 

TransCanada will face a number of cho1ces with regard to the strategy it will employ on 

various key project items. If TransCanada adopts a course of action that seeks to 

address concerns that have previously been expressed it may be able to mitigate the 

risk of delay identified herein. 

By way of illustration, TransCanada maintains that it will pursue the completion of 

the Project under the NPA, to the exclusion of other legislation that arguably could be 

applicable to the Project, such as the Canadian Environmental Assessment Act

("CEAA") and the Yukon Environmental and Socio-Economic Assessment Act

("YESAA"). If TransCanada maintains this approach, it will likely face challenges from a 

variety of parties that could result in delay. 

However, if TransCanada proposes or encourages a process that encompasses 

the requirements of all applicable legislation (even If under the umbrella of the NPA), it 
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may be able to materially mitigate the risk of a challenge In this regard. In our view, this 

could involve TransCanada proposing that the Designa�ed Officer under the NPA adopt 

the standards and open, public processes embedded In legislation such as CEAA and 

YESAA, in order to achieve substantially similar levels of review and analysis as would 

be expected under such legislation; albeit still under the "single window" approach 

contemplated by the NPA. In addition, TransCanada could minimize inefficiencies and 

delays by seeking a single, coordinated process that addresses all regulatory and 

environmental requirements at the outset. 

Another example is TransCanada's proposal to make use of only NGTL facilities 

in Alberta (in addition to the Pre-Build) to transport Alaskan gas. If TransCanada 

chooses to maintain tlie exclusive link to the NGTL system, it is likely to face 

challenges, with resultant delays. However, if TransCanada adopts a more flexible and 

expansive approach of assessing the most economic and efficient use of all available 

infrastructure to transport Alaskan gas, as well as accommodating the positions of 

shippers·, it will likely be able to materially mitigate the risk of such challenges and 

hence the potential for delay. 

The above attempts to illustrate that, to some extent, TransCanada will be the 

master of its own destiny. While the positions advanced in its AGIA filing may be 

characterized as TransCanada's "opening position," the degree to which TransCanada 

exercises flexibility in its business approach will have a direct impact on its ability to 

achieve the desired schedule. In this regard, we would expect that TransCanada would 

have an incentive to complete the Project in a timely manner, which should drive it 

towards minimizing such debates and challenges. TransCanada is a large and 

successful pipeline company that likely appreciates the dynamics that will be at play. 

As will be discussed herein, TransCanada has acknowledged that current requirements 

and standards should be used to assess an Alaska Pipeline Project filing. To the extent 

this is, in fact, achieved by a TransCanada filing, the above concerns could be 

mitigated. We have no reason to believe that TransCanada will not ultimately adopt a 

strategy that will seek to minimize opposition and, hence, maximize its chances of 

expediting the Project. 
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n rU It is also important to note that the extended tlmellne suggested herein would not 

necessarily disadvantage TransCanada vis-a-vis any Third Party plli)eline propc,nent 

that may seek to construct a pipeline from Alaska and into Canada. Many of the 

specific concerns identified herein would apply equally to any such Third Party, such as 

a detailed assessment of environmental and socio-economic considerations, the duty to 

consult First Nations, as well as, routing, land rights, and potential litigation. In fact, 

TransCanada would likely have an advantage due to such 1 thlngs as its existing 

Certificates, the "single window" ap,proach adopted by the NPA and Its easement In the 

Yukon. We also note that TransCanada has previously asserted that it has the 

exclusive right to build a pipeline from Alaska into Canada. While not commenting on 

the validity of this claim, we would expect that TransCanada would seek to enforce this 

right and oppose any Third Party project. This could result in a significant delay in any 

such project. 

In the end result, based on the information available to this point, it is reasonable 

to expect that certain delays will be encountered by TransCanada. Consequently, it 

would appear prudent for the State of Alaska to also examine the somewhat more 

extended timeline of approximately seven years discussed herein, for the completion of 

the required pre-construction approval processes; in addition to the five and one-half 

year period reflected in the AGIA Application, as part of its assessment. 

A summary of the significant issues that could impact timing of the proposed 

TransCanada project is outlined below. Greater detail on these, and other, matters is 

provided in the body of this Report. 

1. Continued Applicability of the NPA Approval

As reflected in the past submissions of Alliance Pipeline Ltd. ("Alliance") and 

Enbridge Inc. ("Enbridge"), it is likely that certain parties will challenge the general 

applicability of the NPA to the circumstances confronting the Alaska Pipeline Project 

today. This argument also appears to be supported by statements made by producers, 

including ConocoPhillips and Exxon-Mobil. It is arguable whether certain of the 

objectives of the NPA are relevant today, given that one of the main purposes was to 
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facilitate the "efficient and expeditious planning ancrJ construction at the [then 

proposed] pipeline". Nonetheless, it is our view that the NPA and the Certificates 

awarded thereunder remain valid. Of note is the fact that the NPA was relied Ull)On as 

recently as 1998 for authority to expand the Pre-Build facilities. As detailed below, the 

NPA does not provide direct guidance on the process or procedure that would be used 

to cor:isider an Alaska Pipeline Project filing. Therefore, the challenge for TransCanada 

will be to encourage and facilitate a process under the NPA umbrella that 

accommodates current requirements and minimizes the risks of additional delays. 

As well, we anticipate that there will be significant political pressure brought to 

bear.for the Governments and regulatory agencies to "do the right thing" and assess

such a massive undertaking under current regulations and standards; and not accept an 

authorization that was granted under circumstances that were very different. There may 

indeed be some legitimacy to the argument that the information from the distant past is 

stale and outdated; and that the basis upon which the previous evaluations were 

conducted no longer remain valid. 

In our view, while TransCanada will have certain advantages because of existing 

approvals and the NPA process, there will likely be political pre�sure asserted to expose 

the Project to an extensive regulatory and environmental review process, similar to that 

employed regarding the examination of the Mackenzie Gas Project. In this regard, It is 

noteworthy that the Mackenzie Gas Project has taken some eight plus years from initial 

regulatory process design to anticipated rer�ipt of major regulatory approvals. While 

these are material drfferences, the Mackenzie Gas Project process may be viewed as 

broadly analogous in terms of regulatory complexity to the Alaska Pipeline Project. In 

our view, there will clearly be an expectation that the Project will be exposed to a 

rigorous process and not provided any short-cuts because of past approvals. 

2. Technical Concerns with the Application of the NPA

In our view, while the deemed Certificates of Public Convenience and Necessity 

granted to the Foothills affiliates under the NPA contain a measure of flexibility, it is 

certainly arguable that the new proposal, which reflects a substantially different flow 
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rate, economic cost and possibly even route changes, Is outside the scope of the 

Project which was certificated pLJrsuant to the NPA. The TransCanada proposal 

contains information on a number of these parameters which arguably are a "material" 

change from those previously approved. In our view, these changes In scope. etc. 

could expose TransCanada to a chlallenge respecting its reliance on the prior NPA 

authorizations. To the extent that TransCanada has to seek amendments to either the 

existing approvals or the governing legislation, to accommodate proposed changes, this 

could precipitate a protracted debate that could delay the process from moving forward. 

3. Required Environmental Assessment

In Its AGIA filing, TransCanada characterizes its proposed actions a� an "update" 

to the lnfonnation previously filed in support of the existing NPA approvals and the 

Tenns and Conditions it must fulfill thereunder. At this time, TransCanada has indicated 

that it Intends to rely on the NPA and is not required to conduct un assessment in 

accordance with the CEAA or YESAA. If TransCanada attempts lo fulfill outstanding 

requirements via an expedited process that does not include a comprehensive 

environmental assessment, with full public input as contemplated by these statutes, or 

meet other applicable requirements, it could face challenges that the above-referenced 

environmental legislation should apply to the Project. 

It is also clear that, absent the NPA, such legislation would indeed apply, and 

TransCanada would be required to conduct a comprehensive environmental 

assessment thereunder. As mentioned above, TransCanada has confinned that it 

intends to adopt a transparent and public process and, as well, has confirmed that it will 

be updating the numerous technical environmental reports associated with the 

construction of the subject pipeline. These actions may In some measure mitigate 

opposition (and potentially litigation) over the Project. To the extent an open and 

comprehensive process is employed, the risk of a challenge could be reduced. 

Conversely, the opposite is also true. Given that the Yukon Government has indicated 

that it believes YESAA will apply to the Project, TransCanada would appear to have an 

incentive to accommodate a review process that addresses this concern. 
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4. Duty to Consult First Nations

Since the time of the approvals granted under the NPA, the obligations Imposed 

upon both Project Proponents and Gc,vernments (Provincial, Te11ritorlal and Federal) 

with respect to the duty to consult First Nations has evolved considerably. As with any 

project proponent, TransCanada's failure to ensure that the currently recognized 

obligation to consult is completely fulfilled, would Inevitably lead to challenges on behalf 

of potentially affected First Nations. A failure by the Crown to fulfill this duty has been 

one of the main stumbling blocks for project proponents when their undertakings could 

potentially have a significant impact on First Nations. To the extent TransCanada and 

the relevant Governments fulfill this obligation pursuant �o the current requirements the 

Project risks will be reduced. Nonetheless, history would suggest that this is a likely 

basis for challenge. We note that this concern is not unique to a TransCanada proposal 

and would apply to any proposed pipeline project from Alaska that traverses First 

Nations lands or lands where the First Nations assert traditlonal uses. In fact, the work 

conducted by TransCanada to date should provide it with an advantage in this regard. 

We are not able to comment on the extent to which the relevant governments have 

engaged in consultation. 

5. North American Free Trade Agreement ("NAFTA")

NAFT A did not exist at the time the NPA approvals were granted to 

TransCanada and the NPA was not grandfathered under NAFTA. As will be detailed 

below, certain NAFTA issues could arise which would potentially cause significant 

delays to the advancement of the pipeline proposal. It is worthwhile noting that the 

above referenced Joint Alliance/Enbridge submission expressly raises NAFT A Issues as 

an area of concern. As such, it is apparent that these parties, and likely others, are 

attuned to this basis for challenging a TransCanada Application under the NPA. 

6. Alberta Component of the Overall Project

TransCanada's Application did not describe tne precise facilities that will be 

utilized to transport the Alaskan based gas once it reaches the B.C./Alberta border. 

While TransCanada identifies certain benefits associated with the use of Transportation 
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by Others, it apµears that these comments are made solely In the context of using 

TransCanada's "Alberta System". In our view, it is likely that certain other pipeline 

carriers, including Alliance and Spectra, will argue that excess capacity or economic 

expandability on existing pipelines should be used for the transportation of Alaskan 

based natural gas. The information filed in the ongoing Alberta Inquiry into NGL 

matters, as well as a recent Press Release regarding a report by the Canadian Energy 

Research Institute on the capacity of the Western Canada Natural Gas Pipeline System, 

forecast that existing pipelines will have significant excess capacity by the time the 

Alaska Pipeline Project is proposed to be in-service. To the extent that TransCanada 

demonstrates a willingness to work jointly with third party carriers, It should be able to 

minimize debates that could cause material delays in the implementation of the Project. 

If such a debate arises, to the extent that TransCanada would be relying upon National 

Energy Board ("NEB") or Alberta Utilities Commission approval for additional facilities in 

Alberta (versus pursuant to the NPA) there will be a forum for such a debate. 

Otherwise, recourse to the Courts is likely. 

7. Acquisition of Land Rights

It appears that TransCanada has obtained an "easement" across the Yukon, 

which should give it a timing advantage over any Third Party pipeline proponent It alsc 

appears that, at this time, TransCanada does not have any secure rights to the 

necessary rights-of-way across British Columbia and Alberta. The acquisition of such 

rights in these two Provinces could take TransCanada, or any other project proponent, a 

considerable amount of time; and provide leverage to affected stakeholders. As such, 

while the NPA approvals would clearly give TransCanada an advantage over any third 

party pipeline proposal (particularly in the Yukon), the completion of the outstanding 

land acquisition process could create material delays. TransCanada's Application does 

not describe the precise manner in ·which it proposes to handle these outstanding land 

acquisition matters. 
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8. Fulfillment of Existing NPA Terms anct Conditions

Even if TransCanada were successful in confining tRe process for examining the 

Alaska Pipeline Project to the "single window" approach advanced by the NPA, there is 

the matter of tfle extensive Terms and Conditions attached to the existing approvals. 

For example, the Designated Officer under the NPA can require that additional 

environmental Information be_ filed In support of the Appllcetlon. As such, It Is possible 

that even if TransCanada were to succeed in technical arguments (likely following 

lengthy debate) that CEAA or YESAA do not apply, the Designated Officer could 

Impose similar information requirements to ensure that a complete assessment of all 

applicable requirements Is conducted for the length of the pipeline in Canada. In fact, 

there may be significant pressure to ensure that such an approach is followed. 

Additionally, TransCanada will be required to meet other extensive conditions 

under the existing approvals prior to commencing construction. The exact process for a 

consideration of the information filed regarding these matters Is uncertain, but could be 

the source of debate if a full public vetting Is not accommodated. 

9. Litigation

As will be detailed below, there are likely to be a significant number of "trigger 

points" which will provide the basis for a Court challenge. As noted below, there has 

already been litigation regarding the NEB's Northern Pipeline Decision involving First 

Nations and Environmental groups. Past experience suggests that such parties are well 

versed in their legal rights and have little hesitation in seeking recourse to the Court 

system when they are aggrieved. Likewise, commercial parties will often commence 

litigation if they are not satisfied with the outcome of commercial discussions. We also 

note that there has already been litigation involving a past Foothills Pre-Build 

application. While the past litigation was not successful, if such a challenge were to 

occur, it could result in a significant delay. This litigation concern would apply equally to 

any party seeking to build a pipeline from Alaska into Canada, as the facilities would 

likely have similar potential impacts on the environment and First Nations, regardless of 

the project proponent. 
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In our view, any single item identified above could result in a material delay to the 

schedule detailed by TransCanada in its Application. Based on the situation one could 

reasonably expect to evolve following TransCanada's filing, it is conceivable that several 

of these potential concerns could become a reality, with resultant delays to the 

schedule. 'As stated above, the extent to which the matters identified herein, or by 

TransCanada itself, actually lead to delays in TransCanada's proposed schedule will be 

impacted to a significant degree by the strategy TransCanada ultimately employs in 

pursuing the Project. 

B. INTRODUCTION

The State of Alaska has requested that we provide our views on a number of

issues associated with the November 30, 2007 Application filed by TransCanada 

pursuant to the AGIA. While a number of issues will be discussed regarding the 

TransCanada proposal, one of the primary mandates we have undertaken is to identify 

issues that could arise which would materially impact the proposed timeline for the 

completion of the pre-construction approvals phase of the Project put forward by 

TransCanada. After reviewing TransCanada's proposed timeline, we believe that it 

likely represents a "best case" scenario and is aggressive, in the sense that it will be 

difficult to complete all the identified tasks in the time allotted. However, we would 

logically expect a project proponent to adopt such an approach when bringing �orth a 

proposal of this unique nature and magnitude. In essence, TransCanada has put forth 

a plan which assumes that it will not encounter any significant difficulties or delays in 

securing the major pre-construction approvals for t�e Project. In this, regard, while we 

note that the TransCanada Application provides a "Key Risk Assessment and 

Mitigation" matrix, it does not provide a sensitivity analysis of, or a contingency for, the 

impacts (including on Project timing) that would be associated with certain events, that 

are arguably foreseeable, actually occurring. As such, should the matters identified by 

TransCanada or discussed below become a reality, it is likely that timing delays beyond 

the period forecast by TransCanada would occur. 

In this Report we have attempted to incorporate consideration of a number of 

issues that could arise in the context of any Application (including a submission In the 
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form of a supplementary information filing) brought forwc1rd by TransCanada pur$uant to 

the NPA to construct the remaining Canadian portion of the Alas� Pipeline Project. In 

our view, any such application would obviously be lmpacteq by the filing of a 

"competitive" proposal by a Third Party(ies). In this regard, we note that ConocoPhillips 

prepared an application outside the AGIA pro�ess; and, more recently, BP-Conoco 

announced plans for a new Alaska pipeline project. These actions seem to confirm that 

other parties have a direct interest in developing an alternate pipeline proposal, and 

would likely be actively involved in any application brought forward by TransCanada. In 

fact, they may seek concurrent consideration of both proposals. It appears to be 

generally accepted that any pipeline proposal, including TransCanada's, would have to 

be supported by Alaskan natural gas producers for it to suceeed. The complexities 

arising from "competing" proposals would almost certainly result in material delays. In 

this regard, we note that TransCanada has historically taken the stance that it has an 

"exclusive" right to build a pipeline from Alaska. While not commen·clng on the validity of 

such a claim, it seems likely that TransCanada would oppose any Third Party pipeline 

on this (and possibly other) basis. Such a development could result in a Third Party 

proposal encountering major delays from the outset. 

In the past entities such as Alliance and Enbridge have made direct submissions 

to the Canadian Government with respect to the applicability of the NPA and the 

appropriate process that should be used to consider any pipeline application for the 

delivery of Alaskan gas (see: Joint Submission dated April, 2005). Press reports and 

submissions in the AGIA process continue to indicate that these parties are very 

interested in the potential development of an Alaskan Pipeline. A common theme 

identified by parties such as ConocoPhillips, Enbridge and Alliance is that tl1ey view a 

complete process under the National Energy Board Act ("NEB Act") and CEAA as being 

the appropriate approach to consider such an application. Other entities, such as the 

Government of the Northwest Territories, have also made submissions to the U.S. 

Senate Committee on Energy and Natural Resources (see: submission dated October, 

2001) regarding proposals for the transportation of Alaskan natural gas. 
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In addition, we note that there has already been litigation with respect to the 

NEB's Northern Pipelines Decision and the application and scope of the NPA related to 

activities undertaken by Foothills as part of its Pre-Build. While this litigation confirmed 

the validity of the present authorizations, it may be indicative of the fact that various 

stakeholders, including Aboriginal and Environmental groups, will not hesitate to 

become actively involved' in the overall governmental and regulatory/environmental 

process to consider such a Project. In our view, there is likely to be a strong correlation 

between the number of potential procedural or process challenges and a delay In the 

proposed schedule. 

It is also of note that TransCanada's AGIA Application Identifies some forty First 

Nations groups that it views as legitimate stakeholders in the Yukon and British 

Columbia, in addition to six regional Enylronmental groups that would be included In 

stakeholder consultation. We observe that this list does not address any Alberta based 

First Nations or Environmental groups; and does not take Into account a number of 

national environmental entities that could easily become involved in a Project of this 

magnitude. From the above, it appears fairly clear that a large number of potential 

stakeholders will be very interested in any pipeline proposal ultimately brought forward 

by TransCanada. Such parties could seek to use any forum available to them to 

advance their positions, including recourse to the Courts. 

In terms of the potential involvement of these parties, other intangible factors 

must also be considered. The fact that projects of this scope and magnitude do not 

take place very often, and hence will attract considerable attention, wilt inevitably act as 

an impetus for parties to use this venue as an opportunity to pursue public policy issues. 

This is also true of First Nations and Environmental groups who seldom get such a high 

profile forum to pursue issues of concern to them. 

With respect to First Nations, it has been observed that the initial response of a 

number of Aboriginal entities located in the State of Alaska has been positive and they 

appear to be supportive of the Project. In our view, i.t Is possible that a different 

response will be experienced in Canada. Canadian First Nations groups that could 
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potentially be impacted by the Project may not see tnjs as a development that will have 

Jong term, material benefits for them. Rather, they will see this as a transient 

opportunity to obtain maximum benefits when their leverage is the greatest, which in our 

view is during the perioq when the project proponent Is seeking to have the project 

approved and constructed. We expect that these parties may attempt to obtain 

commitments regarding such benefits during the approval process, which could lead to 

material delays. In fact, we would not be surprised to see certain First Nations use this 

Proje�t as leverage in Land Claims Settlement discussions. History suggests that a 

common approach is to take actions which serve to impede the development o·f a 

project or cast doubts on its viability in furtherance of these objections. This does hot 

mean that these parties are "opposed" to the Project per se, as absent the 

development, they would not get any of the benefits they seek to obtain. Rather, it is a 

case of attempting to use leverage when it is most advantageous. In our view, these 

concerns would be equally applicable to any third party pipeline project. 

The same can be said of many Environmental groups, who will take a great 

interest in the potential impacts of the project and use any public forum available to 

attract attention to the environmental issues they will argue are not being adequately 

addressed by this development. The fact that a material 11ortion of the Project is 

proposed to be constructed in proximity to the Alaska Higa ,Nay_ ls unlikely to deter such 

parties from vigorously pursuing their positions. While in many circumstances the 

concept of using a "Utility Corridor" is accepted as an approach that could assist in 

minimizing environmental impacts (versus another distinct right-of-way), this will not 

likely reduce the scrutiny of the proposal or allow TransCanada to avoid the full 

assessment of potential environmental impacts. The end result may well be that 

locating the Project in proximity to the existing highway-will reduce impacts below those 

that would be experienced in a distinct corridor, but this is not likely to be the focus of 

concern. Rather, parties will likely focus on the potential impacts the proposed Project 

may have, as it is proposed. Thus, while locating the pipeline in proximity to an existing 

disturbance (the Alaska Highway) may be an advantage, it is not likely to diminish the 

opposition voiced by Environmental groups to any material degree. In this regard, any 
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proposal which attempts to utilize a route that Is materially different from thati previously 

c'1ntemplated could face additional challenges, with resultant delays. 

C. BACKGROUND AND OVERVIEW OF THE NORTHERN PIPELINE ACT

In order to provide context for the views expressed herein, it is Important to

understand the background to the development of the Northam Pipel/ne Act and the 

Northern Pipeline Agency ("NP Agency''), that has been created to administer this 

legislation in conjunction with the National Energy Board. This will also provide insight 

into the current "approvals" and the outstanding requirements regarding same. 

The NPA was enacted following a number of regulatory and government actions, 

including execution of the Canada-U.S. Treaty Concerning Transit Pipelines, extensive 

NEB hearings, and Pxecution of the Canada-United States Agreement on Principles. 

1. Canada-U.S. Treaty Concerning Transit Pipelines

In January 1977, an Agreement between the Government of Canada and the 

Government of the United States of America Concerning Transit Pipelines was 

executed (the "Treaty"). The Treaty affects all transit movements of hydrocarbons from 

and to one of the signatories, across the territory of the other. Under the Treaty, the 

parties agreed not to, amongst other things, interfere with oil/gas throughputs or 

discriminate with taxes, fees or charges. Under Article II, for example, "no public 

authority in the territory of either Party shall institute any measures, other than those 

provided for In Article V, which are intended to, or which would have the effect of, 

impeding, diverting, redirecting, or interfering with in any way the transmission of 

hydrocarbon in transit". The Treaty applies to various pieces of legislation, including the 

NPA. 

2. National Energy Board Hearings

As noted by TransCanada in its AGIA Applicati<?n, the NEB issued its 1977 

Northern Pipelines Decision 1 in June 1977 following a lengthy (214 days) hearing in 

which the merits of two competing pipeline proposals for the transmission of Alaskan 

' National Energy Board, Reasons for Decision, Northam Plpellnes, 1977 (GH-1-75, A0-1-GH-2-75).[herlnafter, "Northam Plpellnes 

Decision"). 

DMSt.cp l\061301'.0000 I \l 1�66-49¥3 



gas through Canada were adjudicated.2 These proposals were submitted by the 

Canadian Arctic Gas Pipeline Limited ("CAGPL") and Foothills Pipelines (Yu�on) Ltd. 

("Foothills"). The CAGPL proposal sought certificates of public convenience and 

necessity (''CPCN" or "Certificates") for delivery of Arotlc Slope ana Mackenzie Delta 

gas through a pipeline constructed along the coastal plain from Pnudhoe Bay, Alaska, to 

the Mackenzie Delta and then south across Canada to Canadian markets and markets 

in the United States.3 
.. , contrast, the Foothills proposal sought Certificates to construct 

pipelines and related works that would transport gas from Alaska through the Yukon 

along the Alaska Highway then south through Alberta to the United States. That 

process ultimately resulted in the select.ion of the proposal put forward by Foothills, now 

a wholly owned subsidiary of TransCanada Corporation. 

The NEB in granting Certificates to Foothills, made them conditienal upon 

Governor in Council approval, stating: 

In respect of the Foothills (Yukon) project, although further 
engineering design, environmental and socio-economic 
information is to be filed prior to approval of final design, on 
the evidence the Board finds that it offers the generally 
preferred route for moving Alaska gas.4 

In its Decision, the N.EB discl!ssed conditions that were to be placed on the 

Certificates and required Foothills to, amongst other things, alter its proposed route so 

that it would include the Dawson diversion or realignment (i.e. go near Dawson City) to 

facilitate construction of the Dempster lateral pipeline for the transmission of Mackenzie 

Delta gas; and to apply for a Certificate for the Dempster lateral. 

In Yukon Conservation Society and Council for Yukon Indians v. National l;nergy 

Board and Foothills Pipe Lines (Yukon) Ltd. [1979] 2 F.C. 14, an appeal was lodged 

against the Board's 1977 Northern Pipelines Decision, on the grounds that the Board 

exceeded its jurisdiction by approving a route that was substantially different than that in 

1 TransCanada AGIA ApplicaUon, page 2.2-73.
� Robin L. Cowllng, Canadian Institute of Resources Law, Calgary, Alberta, "Review and Regulatory Processes for Northam Pipeline 
Projects: OpportunlUes for Public Involvement•, prepared for the Canadian Arctic Resources Committee, Yellowknlfe, NWT, 
November 2, 2001 [hereinafter "Review and Regulatory Processes1 
• See: Northern Pipelines Decision, page 1-165.

DMSLepl\061308\00001\2846649V3 



- 16 -

the application. However, Foothills made a successful application for summary 

dismissal of the appeal on the grounds that the appeal was rendered academic by the 

Northern Pipeline Act of 1977.5 

3. Canada-U.S. Agreement on Principles

Following selection of a project proponent and a route in both Canada and the 

U.S., the two countries entered into the Agreement between Canada and the United

States of America on Principles Applicable to a Northern Natural Gas Pipeline (the

"Agreement") on September 20, 1977.6 The Agreement provided for the construction of 

a gas pipeline to transport gas from northern Alaska and northern Canada to the United

States.

Under section 2(a) of the Agreement the parties agreed as follows: 

2(a) Both Governments will take measures to ensure the 
prompt issuance of all necessary permits, licenses, 
certificates, rights-of-way, leases and other authorl ·ations 
required for the expeditious construction and 
commencement of operation of the Pipeline .... 

In this regard, the Agreement sets principles to coordinate and expedite the 

construction and operation of the pipeline system, and desc.ribes the route in general

terms, divided into eleven zones (see: Annex I to the Agreement).7 The pipeline route is 

generally defined as following the Alaska Highway, with the Dempster lateral extending 

from a point near Whitehorse to tr.e Mackenzie Delta.8 

The Agreement also calls for, amongst other things, Foothills to demonstrate 

proof of financing before construction will be allowed to proceed.9 

The Agreement specifically refers to the Transit Pipeline Treaty, which as noted, 

governs all existing and future transit pipelines in the U.S. and Canada and which 

• A Black, "Legal Prlnaples Surrounding the New Canadian and American ArcUc Energy Debate•, Energy Law Journal, Vol. 23:81.
'TransCanada AGIA AppllcaUon, page 2.2-74. As amended by exchanges of notes dated June 6, 1978 between the Governments
of Canada and the United States of America: See NPA, Schedule I. 
1 Agreement, article 1.
1 Agreement, Anntx II, Zones 10 and 11. See: Review and Regulatory Processes, supra.
'Agreement, article 4(a).

DMSLepl\061301\00001 \:U.46649vl 



- 17 -

mandates non-discriminatory treatment. The Agreement has a term of tnirty-flve years 

and Is renewed automatically unless a party chooses to terminate it with 12 months 

written notice. 

As noted by TransCanada, in recognition of the magnitude and importance of the 

Project, the Canadian government took the unusual step of committing to enact specific 

legislation to statutorily enshrine the regulatory decision of the NEB and the tenns of the 

Agreement: 10 

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

The enactment of the NPA fulfilled Canada's obligation in this regard. In Canada 

there has been no legislation enacted providing for expedited certification of any project 

other th,m the Foothills project.11 

4. Northern Pipeline Act

Shortly after the NEB's Northern Pipeline Decision, the NPA came into force on 

April 13, 1978.12 In essence, the NPA created an administrative and regulatory scheme

to carry out and give effect to the Agreement on Principles. Presumably therefore, the 

legislation was originally intended to, amongst other things, ensure the "prompt 

issuance of all necessary permits, licenses, certificates, rights-of-way, leases and other 

authorizations required for the expeditious construction and commencement of 

operation of the Pipeline" as agreed by the Governments. As reflected In the objects of 

the Act, which are set out in Section 4 of the NPA, this was to be accomplished through 

measures aimed at facilitating efficient and expeditious planning, construction, 

consultation and coordination. As discussed below, given the significant lapse of time 

since the NPA came into force, debate may ensue regarding whether the legislation can 

'° TransCanada AGIA AppllcaUon, page 2.2-74. 
II 

Ibid. 

u Prodamatlon, Sl/78-90, 13 April 1978, C. Gaz. 1978.11.2665. 
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and should be used to further this original purpose, particularly If current tegulatory or 

environmental standards are not met. 

The NPA consists of four Parts: Part 1 - Northern Pipeline Agency, Part II -

Traffic, Tolls and Tariffs, Part Ill - Re�I Property and Part IV - General. It is appended 

by three Schedules. Schedule I is the Canada-US Agreement, Schedule 11 is a list of the 

Foothills companies who have received Certificates under section 21 of the Act, and 

Schedule 111 lists the terms and conditions of the Certificates. 

Some of the key aspects of the NPA are described below. 

a. Northern Pipeline Agency

The NP Agency was created with the proclamation of the NPA in April 1978. Its 

stated purpose is to oversee planning and construction of the Canadian portion of the 

Alaska Highway Gas Pipeline Project by the Foothills Group of Companies, which is the 

project conditionally approved uc1der the NPA. Indeed, the Foothills Subsidiaries hold 

Certificates granted pursuant to section 21 (1) of the NPA for each of the zones of the 

Project in Canada. These CPCN are declared in the NPA to be Issued pursuant to 

section 52 of the NEB Act and are the only existing certificates for the Project in 

Canada. 13 The pipeline, as certificated, is intended to transport Alaskan and possibly 

northern Canadian natural gas to southern markets in Canada and the United States.

The mandate of the NP Agency is twofold. It is required to carry out federal 

responsibilities in relation to the pipeline and facilitate the efficient and expeditious 

planning and construction of the pipeline taking into account local and regional interests, 

in particular those of native people. It is also responsible for maximizing the social and 

economic benefits from the construction and operation of the pipeline for Canadians 

while minimizing any adverse effect on the social and environmental conditions of the 

areas most directly affected by the pipeline.14 

13 TransCanada AGIA Appllcatlon, page 2.2-74. See also: NPA, s. 21(2). The Act states lhat these Certificates are "deemed to be
a certificate Issued pursuant to section 52" of the NEBAct. 
,. Northern Pipeline Agency Canada website. Available at: http://www.lnfosource.gc.ca 
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The NP Agency, working in close conjunctipn with the NEB, was ar.td arguably 

still is intended to provide a central regulatory authority or window for the exerol�a vf all 

federal responsibilities related to planning, monitoring and controlling the system 

throughout Canada. 15 Indeed, accordlhg to Hansard, the NP Agency Is intended to 

serve as the only regulatory agency in charge of all federal responsibilities with regard 

to the Canadian part of the pipeline.16 According to TransCanada this approach offers

advantages. Indeed, in its Application TransCanada states, "by creating a single 

window through which federal approvals and decision making can be delivered and 

provincial or territorial approvals can be coordinated, the NPA has proved to be an 

effective and efficient approach to timely and complete regulatory authoriza\'.ions".17

In reality, the Agency has been essentla_lly dormant for many years and has only

"bare bones" staff in place at this tirr . Yet, as detailed below, in keeping with the Act, 

many regulatory powers of other federal departments and agencies related to the 

pipeline project have been delegated to the NP Agency. This is not the case however 

for those powers reserved exclusively to the National Energy Board or shared between 

the NEB and the NP Agency. 18 

The relative inactivity of the NP Agency in recent years follows from the fact that 

its activities are dictated by the timing and pace of construction of the ANGTS in 

Canada. As noted by TransCanada, while a portion of the ANGTS pipeline has been 

built in Alberta (the "Pre-Builds") under the authority of the NPA, the majority of this 

construction occurred in the early 1980's when the price of natural gas fel! to levels that 

made the construction of the entire APP, from Alaska to market uneconomic.19 These

unfavourable economic conditions led to indefinite delays in the completion of the 

northern portion of the pipeline ("Phase 11"). Consequently, the NP Agency's activities 

have been limited. The most recent expansion under the NPA occurred in 1998 

involving the installation of 113 km of 1067mm (42") diameter pipeline and compression 

and metering facilities downstream of Empress. 

15 See: NPA Preamble; Section 4(b): and Commons Debates, February 13, 1978 at 2789. 
15 Commons Debates. February 15, 1978, page 2892. 
11 TransCanada AGIA App ff cation, page 2.2-75. 
11 Northam Pipeline Agency website available at http://www,lnfosource.ge.cafinst/npa/fed02_e.asp
1' TransCanada AGIA Application, page 2.2-74.
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Recently, more favourable market conditions have rekindled lhterest in exploring 

options for bringing Alaskan gas to markets. In response, the NP Agency has 

reportedly been taking measures to address the commitments of the Government of 

Canada that are embodied in the NPA.20 According to a recent Treasury Board of 

Canada Report. during 2007-2008, it is anticipated that the NP Agency will continue to 

work with other federal agencies, provincial and territorial governments, First Nations 

and the public to meet. the objectives of the NPA. Furthetmore, "in anticipation of 

receiving detailed project plans from Foothills, the NP Agency has begun reviewing key 

Issues, lnrluding environmental concerns and First Nations interests. During 2007-

2008, the NP Agency will be occupied with the development of plans to regulate and 

facilitate the construction of the pipellne."21 This Indicates that the NP Agency ls aware 

that TransCanada may soon be in a position to proceed under the NPA and is in the 

process of preparing for such an eventuality. While these preparatory actions may 

serve to facilitate and expedite consideration of the detailed project plans, the status of 

current initiatives is far from clear given the limited public information available. At 

present, the approval process that may be followed by the NP Agenr.y and the nature 

and extent of coordination are not known. 

It seems clear, however, that in the event a detailed project plan is received and 

commercial arrangements to support construction of the project are finalized, the 

NP Agency would be called upon to significantly increase its activity levels. According 

to the referenced Treasury Board of Canada Report, the earliest this is expected to 

occur is 2008-2009. At present, the Agency's budget provides for only two FTE's, 

although it is recognized that the resourc .1 levels for future years may need to be 

adjusted depending on the actual level of activi�y in the Foothills project. Interestingly, 

the costs of the NP Agency are fully recovered from Foothills pursuant to section 29 of 

the NPA and determined in accordance with section 24.1 of the NEB Act and the NEB 

Cost Recovery Regulations. 

20 RPP 2007•2008 • Northern Pipeline Agency Canada, Treasury Board of Canada Report, available at http:www.tbs­

sct.gc.ca/rpp/0708/npa,apn/npa-apn01_e.asp. 
21 RPP 2007-2008, supra
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Likewise, the Treasury Board Report confirms that the NI? Agency's jurisdiction 

extends only to the Foothills project, as authorized under �he NPA. While it appears 

that ·Foothills intends to file detailed project plans to complete tho project, and has 

asked that the NP Agency "prepare to expeditiously consider these plans and to 

facilitate construction", the natural gas producers ''who hold the rights to extract gas in 

Alaska, have indicated their interest in applying for new certificates under the NEB Act 

to build a pipeline to bring the gas to markets south of the 60th parallel".22 Should su�h 

a competing Third Party proposal be filed,. it wauld be subject to the NEB and CEAA 

approval process, typically applied to "Greenfield" pipeline projects, and not the NPA 

process. While the potential impact of the recently announced Major Projects 

Management Office can not be assessed with any degree of certainty at this point, It is 

our view that a third party project could take at least 7 - 8 years to complete. In this 

regard, we observe that Conoco's November 30, 2007 fillng with the State of Alaska 

contained a timeline, ·which it characterized as "streamllned", 1hat covered 

approximately 10 years from the establishment of the necessary framework to pipeline 

operations. Of this time, it appears that Conoco was allowing approximately 5 ½ years· . 

from the present time to the commencement of construction. Conoco described th� 

"streamline" process as one that is completed "without delay". Given the numerous 

issues that Conoco or any other third party pipeline proponent (such as the recently 

announced BP/Conoco proposal) is likely to fail, we do not attach a high probab)lity to 

actually being able to achieve this schedule. 

b. Organizational Structure

The organizationai structure of the NP Agency is defined by the Act. with specific 

responsibilities shared between the Minister, Commissioner, Administrator, Designated 

Officer and NEB. As TransCanada appears to be relying heavily upon the NPA for the 

requisite approvals, a brief examination of this organizatiomll stnJcture is warranted. 

Minister of Natural Resources 

22 
/bid. 
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The NP Agency reports to Parliament through the designated Minister who is 

responsible for the management and direction of the Agency. At present, the 

designated Minister is the Minister of Natural Resources ("Mlnister").23 

Under Section 10 of the NPA, the Minister is authorized to: 

Exercise the powers, duties and functions of other Minister's or agencies as may 

be transferred by ttie Gover:ior In Council; 

Consult with provincial and territorial governments to coordinate and review the 

activities of the Agency and those governments; 

Enter into agreements with provincial and territorial governments as necessary to 

obtain the objectives of the Act and to coordinate and review the activities of the 

Agency and those governments; 

Oversee and survey all aspects of the planning, construction and procurement of 

the pipeline; and 

Consult with appropriate authorities of the United States for matters arising under 

the Agreement. 

Consistent with the intent that the Agency act as a "single window", the Governor 

in Council ("GIG") may by order, transfer duties and functions of any federal minister, 

department or agency to the minister responslble for the NP Agency and that minister 

may carry out those duties and functions in relation only to the Canadian section.24

Certain powers, duties and functions of the Ministers of Indian Affairs and Northern 

Development,25 Environment26 and Fisheries and Oceans27 have been transferred to 

is NPA at ss. 5(1) and (2). Although originally the Minister responsible for the NPA was the Minister of State for Economic 
Development, this was changed to the Minister for International Trade, and the Minister of Energy. P.C. 1979-2656, C. Gaz. 
1979.)1.3663 and Sl/95-17. The Agency was transferred to the NRCan portfolio In February 2004. 

a. TransCanada AGIA Application, page 2.2-75. See also: NPA, s. 15. 
31 The transferred powers are those under the Northam Inland Wotors Act and tne TerTitorial Lands Act, P.C. 1980-2316, C. Gaz.

1980.11.3162. See Review and Regulatory Processes, supra.
29 The transferred powers are those under the Migratory Birds Act, the Clean Air Act, the Environmental Contaminants Act and the
Canada Wildlife Act, P.C. 1980-2316, C. Gaz. 1980.11.3162. See: Review and Regulatory Processes, supra.

ri The transferred powers are those under the Fisheries Act, P.C. 1960-2316, C. Gaz. 1980.ll.3162. See: Review and Regulatory

Processes, supra.
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j the Minister "in relation to the pipeline only". Transfer of such authority is reported to 

have occurred in 1980. Furthermore, in 1983, the following additional powers, duties 

and functions were reportedly transferred to the Minister:28

- The NEB under Parts I, II and Ill of the Gas Pipeline Regulations;29 

The Minister of Indian Affairs and Northern Development to control, manage and

administer certain territorial lands required for the pipeline;30 and

The Minister of Environment to administer, manage and control those lands in

Kluane National Park Reserve required for the plpeline.31

This suggests that the Minister will be responsible for issuing a number of

different approvals in respect of the pipeline other than those required under the NPA, 

including for example, approvals under the Fisheries Act in relation to the pipeline. As 

will be discussed below, this could have important implications, as normally such 

approvals could trigger the 'involvement of agencies such as the Canadian · 

Environmental Assessment Agency ("CEA Agency"). Moreover, the ability of the 

NP Agency to undertake these activities will require additional senior staff, likely from 

other federal departments. In this regard, the GIC on the request of the Minister is 

authorized under Section 12(5) of the NPA to direct any department or agency of the 

Government of Canada to second to the NP Agency, for specified periods, officers and 

employees necessary for the proper conduct of the work of the NP Agency. As well, tfie 

Agency may obtain the advice and assistance of any department or agency of the 

Government of Canada. 

3 Review and Regulatory Processes, supra.
29 P.C. 1981-2412, C. Gaz. 1981.11.2762 and P.C. 1983-1078, C. Gaz. 1983.11.1643. As the author notes In Review and Regulatory
Processes, supra, these regulations were later repealed when they were consolidated with the 0// Pipeline Regulations to create the 

Onshore Plpellne Regulations (P.C. 1988-1719, C. Gaz. 1988.11.3790 and P.C. 1989-1091, C. Gaz. 1989.11.2991; Onshore Pipeline 

Regulations, SOR/99-294). An analysis of whether the Agency Minister has retained powers under the Onshore Pipeline 

Regufatlons that are akin to those previously transferred Is beyond the scope of this research. 

:io Tran.>fer of Powers, Duties and Functions (Territorial Lands) Order, P.C. 1983-3690, C. Gaz. 1983.11.4378. 
,, Transfer of Powers, Duties and Functions (Kluane N11t/onal Park Reserve Lands) Order, P.C. 1983·3692, C. Gaz. 1983.11.4380. 
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The Minister also has a number of specific responslbllltles and duties under 

Schedule Ill of'the NPA that must be satisfied prior to construction. For example, as 

described by R. Cowling: 

"Foothills is required to submit to the Minister a detailed 
manpower plan and to design a program for Canadian 
participation and content in procurement of goods .and 
services for the pipellne.32 The Minister also has
responsibilities in relation to approving the financing of the 
pipeline, overseeing the costs incurred and projected for the 
pipeline and the progress of the planning and construction of 
the pipeline, as provided by Foothills in quarter1y reports.33

" 

The NPA also requires Foothills to provide proof to the Minister and the Board 

that the necessary regulatory approvals have been obtained before construction can 

commence34 

As noted by TransCanada, the responsible Minister is also authorized to 

undertake consultations and enter into agreements with the governments of the 

Provinces and Territories in Canaaa, as required, to co-ordinate all aspects of the 

project as they affect different jurisdictions.35 As mentioned above, while there appears

to have been some preliminary discussion regarding coordination of the required 

process, there is no evidence to support a position that this has been advanced to any 

meaningful degree. The overall process to coordinate the various bodies that could 

potentially be involved in the Alaskan Pipeline Project could take a considerable period 

of time (18-24 months). We would note that this was the recent experience with the 

Mackenzie Gas Pipeline. 

The Commissioner 

The NP Agency has one senior officer, a Commissioner appointed by the 

Governor in Council.36 Acting under authority delegated by the Minister, the

Commissioner serves as deputy l1ead of the NP Agency in Ottawa and has prime 

22 NPA. Schedule Ill condition 9-10.
� NPA. Schedule Ill condlUon 12-15. 
� NPA, Schedule Ill condition 17. 
� TransCanada AGIA Appllcatlon, page 2.2-75. 
• NPA, s. 6(1 ).
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responsibility for advising the Minister on matters of policy. The Deputy Minister of 

NRCan has been Commissioner of the. NP Agency since February 2004 (currently 

Cassie J. Doyle). 37 At present, the only office In the NP Agency that is staffed is the 

Office of the Commissioner, which maintains a small support staff. The Commissioner 

has reportedly appointed the Comptroller as Assistant Commissioner of the Agency. 

Given the low level of activity, arrangements are reportedly in place whereby the 

NP Agency relies largely on NRCan for administrative and technical assistance. The 

NPA also receives policy advice from NRCan and other federal departments.38 

The Administrator and/or the Designated Officer 

Provision is made under the NPA for appointment by the GIG of an Administrator 

to assume responsibility for day-to-day operations of the NP Agency.39 The GIG can 

appoint an officer to be called the Administrator or can appoint a member of the NEB to 

be the Administrator40
, in v1hich case the person is referred to as the Designated

Officer.41 At the present time, based on the information available, it appears that the 

Administrator and Designated Officer positions are vacant.42 

Although the office is currently vacant, it is important to note that the Designated 

Officer is granted broad powers under the NPA including the power to, in respect of the 

pipeline, exercise and perform any of the powers, duties and functions of the NEB, as 

delegated by order of the NEB, except those as exempted under subsection 7(1) of the 

NPA.43 The materials examined indicate that a number of NEB Orders were made in 

1978 and 1"983 to delegate responsibilities to the Designated Officer. However, these 

n RPP 2007-2008, Northern Pipeline Agency Canada. 
:11 RPP 2007-2008, Northern Pipeline Agency Canada. 
31 NPA, s. 6(2).
40 

Ibid. 

41 "Designated Officer" Is defined in ss. 2(1) and 6(4). See Review and Regulatory Processes, supra.

42 RPP 2007-2008, Northern Pipeline Agency Canada. 
0 NPA, ss. 6(2) and 7(1).
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were later revoked in 1985.44 The result being that these responelbilities again reside

with the NEB. 

The Act also grants the Designated Officer direct powers. For example, ft authorizes 

the Designated Officer to: 

Certify copies of the approved plan, profile and book of reference, and to certify 

certain permits under the NEB Act,45

With the concurrence of the Minister, to issue such orders and directions to 

Foothills and grant such approvals as may be necessary to carry out the terms 

and conditions of the Certificates;46 and

The Board or the Designated Officer may rescind, amend or add to the terms and 

conditions set out in Schedule Ill or deemed to be set out therein (with the 

approval of the Governor in Council).47

Furthermore, the NPA authorizes the Minister to transfer Ministerial powers, duties 

and functions to the Administrator.48

The NEB 

As noted, the Foothills Subsidiaries hold Certificates granted pursuant to section 

21 (1) of the NPA for each of the zones of the Project in Canada. These Certificates are 

declared in the NPA to be issued pursuant to section 52 of the NEB Act.49 

•• See NEB Orders No. NP0-1-78, A0-1-NP0-1-78, A0-2-NP0-1-78 and RO-NP0-1-78. As referenced In: Review and Regulatory
Processes, supra.

o NPA, s. 7(2)(a) •
.. NPA. s. 22(1 ). 
"NPA, s. 21(4). See for example, the five Zone Specific Socio-Economic and Environmental Terms and Condtllons disalssed I; 
more detail below . 
.. NPA. s. 6(3). It Is reported that In 1980, certain of the Ministerial powers, duties and functions were granl'ld to the Administrator 
for the Pre-Bulld sections only. See: Review and Regulatory Processes, supra at BO: "The Minister of State and Economic
Development delegated u,e authority to the A.dmlnlsbator to exercise �nd perform the Mlnlsterlal concurrence required by section

22(1) (then sectlon 21(1)] In regard to some of the orders, directions and approvals Issued or granted by the Designated Officer to

the Pre-!3ulld sections of the pipeline, see Lucas, Appendlx a.•
• NPA, s. 21(2). TransCanada AGIA Appllcatlon, page 2.2-74.
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Like the responsible Minister and Designated Officer, the NEB has specific 

responsibilities under the NPA with respect to the pipeline. These include the power to: 

Rescind, amend or add to the terms and conditions as found or deemed to be In 

Schedule Ill of the Certificate, with the approval of the Governor in Counci1;50

Make orders with respect to traffic, tolls and tariffs;
51

- Approve, in conjunction with the Minister, Foothills' financing plans;52

Foothills must provide proof to the Board that it has obtained all necessary

regulatory approvals prior b construction;53

Grant leave to open the pipeline pursuant to Section 47 of the NEB Act; and,

Ensure compliance with NEB Act regulations.

The NEB Act also provides the ability of the NEB to recover from Foothills all

costs incurred by the regulatory authority in scrutinizing and monitoring the planning and 

the construction of any pipeline from the time of certification until one year after leave to 

open the system is granted. As a result, TransCanada will be obligated to cover the 

related costs of both the NP Agency and the NEB. 

Both the NEB and Designated Officer are subject to direction in the exercise of 

their responsibility by the GIC.54 

Consultative and Advisory Councils 

To further assist the Minister in carrying out the NPA's mandate, there Is 

provision for federally-appointed advisory councils. As recognized by TransCanada, the 

function of these councils is to facilitate communication and consultation.
55

50 NPA, s. 21(4). 
s, NPA, Part II modifies Part IV of the NEBA to establish rates, tariffs and tolls. 
52 NPA Schedule Ill, Condition 12(1). The NEB also has responsibilities In relation to overseeing the rosts Incurred and projected
for the pipeline, the financing of the pipeline, and the progress of the planning and oonstruction of the pipe,lJne., as provided by 
Foothills In quarterly reports: NPA, Schedule Ill, Co,1diUons 14-16. As referenced In Review and Regulatory Processes, supra.

"NPA Schedule Ill, CondlUon 17. 
k NPA,s.20. 
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According to the referenced Treasury Board of Canada Report, two such 

councils were established: 

- A council consisting of Aboriginal, business and other parties representing

communities in the Yukon; and

- A council for northern British Columbia.

Membership in these councils has however lapsed in view of the limited activities

of the Agency in recent years. 

. c. Terms and Conditions 

Under the NPA, the Certificates are subject to extensive terms and conditions 

detailed in the legislation. An integral part of the Agency's role is related to addressing 

these broad terms and conditions. These conditions must be satisfied before 

construction can commence. As the NPA is silent regarding process, it ls unclear how a 

request for confirmation of compliance would be considered. If however a public 

process would be involved, which appears likely, this could have timing implications. 

The initial legislative bill set out certain general terms and conditions relating to 

such matters as the input of Canadian manpower, goods and services, the design, 

specification and routing of the system, and the avoidance or minimization of adverse 

socio-economic and environmental impacts.55 

As referenced above, the Foothills companies are also required to submit 

extensive information and, in many cases, to obtain federal approval with regard to such 

factors as costs, financing plans, shipper and producer contracts, operating and safety 

manuals, and collective agreements. The general terms and conditions require 

Foothills to comply with all undertakings it made before the NEB to achieve the greatest 

possible economic and social benefits from the project and to minimize adverse social 

and environmental effects. While we have not had the opportunity to examine In detail 

15 TransCanada AGIA Appllcatlon, page 2.2-75. 
st Commons Debates, February 13, 1978 at 2790. 
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all of the undertakings made by Foothills during the NEB Northern Pipelines hearing, it 

could take considerable time and effort to comply with this requirement 

In some cases, these general terms and conditions are supplemented and 
. . 

reinforced by more detailed guidelines and orders under the NPA. The$e detailed terms 

and conditions are contained in Schedule Ill, which sets out conditions relating to 

matters such as the design and construction of the pipeline, social, economic and 

environmental matters, remote communities, manpower and procurement, financing, 

general matters, and the Dempster Line.57 

Additionally, comprehensive Socio-Economic and Environmental Terms and 

Conditions ("Zone Specific") were drafted and appended to the five Certificates in 1980 

(excluding the Yukon Certificate).58 These five Zone Specific Conditions are: 

- Northern Pipeline Socio-Economic and Environmental Terms and Conditions for

-. the Province of Alberta (Order NP-M0-1-80 dated 12 June, 1980);

- Northern Pipeline Socio-Economic and Environmental Terms and Conditions for

Southern Britis� Columbia (Order NP-M0-2-80 dated 12 June, 1980);

- Northern Pipeline Socio-Economic and Environmental Terms and Conditions for

the Swift River Portion of the Pipeline in the Province of British Columbia (Order

NP-M0-11-80 dated 29 August, 1980);

- Northern Pipeline Socio-Economic and Environmental Terms and Conditions for

Northern British Columbia (Order NP-M0-12-80 dated 29 August, 1980); and,

- Northern Pipeline Socio-Economic and Environmental Terms and Conditions for

the Province of Saskatchewan (Order NP-M0-13-80 dated 29 August, 1980).

The Zone Specific Conditions were made by order of the Designated Officer, and

approved by Order in Council. The effect of the Orders is to rescind Condition 7 of 

s, Review and Regulatory Processes, supra . 

.. NPAss. 21(3) and 22(2). 
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Schedule 11159 as well as those undertakings deemed to be Included in Schedule Il l 

pursuant to subsection 22(2) of the NPA,60 and replace these conditions with the five

new, and more detailed, Zone Specific Conditions.61 Again, ho set of Zone Specific

Conditions was adopted for the Yukon. Therefore, it appears that Condition 7 of 

Schedule Ill and Subsection 22(2) of the NPA still apply in respect o1 this zone.62 

As explained by TransCanada, ''these specific terms establish what conditions 

must be satisfied and what plans or programs must be developed (and approved) 

before construction can begin. These plans and programs are intended to ensure 

protection and enhancement of the environment; provide social and economic benefits 

and opportunities and, in every case, avoid or mitigate the potential for adverse 

effects":63 In essence, they detail the socio-economic and environmental standards that

Foothills is expected to achieve in respect of those particular zones. As further 

explained by R. Cawhng:64

The Regional Conditions differ for each of the three 
provinces, with the three British Columbia terms and 
conditions also containing Environmental Guidelines. 
Examples of environmental terms and conditions that were 
common to all five plans are: terrain, landscape and 
waterbodies; reclamation and revegetation; air quality; noise; 
agricultural land; wildlife; fisheries; and, special interest 
areas. Pursuant to the Regional Conditions, Foothills is 
required to submit a series of plans to the Designated Officer 

511 This condition requires Foothills to comply with the undertak!ng given to the NEB during the Northern Pipeline hearing, as 
amended during the hearing or as may be made by orders or diredions given by the Designated Officer. 

'° This section states: 
EvefY undert:klng given by Foothills Pipe Lines (Yukon) Ltd., the Alberta Gas Trunk Une (Canada) Limited, Westcoast 
Transmission Company Limited and Alberta Natural Gas Company Ltd. And in lhe submission of the Alberta Gas Trunk 

Company Limited to the Board, as amended during the Hearing !s deemed to be: 
(a) an undertaking of every company In so far as the 1.mdertaklng relates to the company and to the portion of

the ro1 ite Indicated In the Agreement In respect of tnat company; and
(b) a term or condition set out In Schedule Ill.

11 An except!on to the removal of the requirement to meet the undertakings was the continuing requirement for Foothills to
compensate for hunting and trapping losses due lr> lhe pipeline activities. See Introduction, page (1) In each of the Regional 

Condltlons. 
12 See: Review and Regulatory Processes, supra.

a TransCanada AGIA Application, page 2.2·75. 

-. See: Review and Regulatory Processes, supra.

OMSLcpl\06130!\0000l\l8�6649v3 



• 31 -

indicating how it intends to proceed.65 These plans are to be
made available to the public at the Agency's offlces.66 

For the Yukon, Condition 7 requires that Foothills comply 
with the undertakings for . social, economic and 
environmental matters given to the NEB, as amended during 
the hearing or by orders or directions of the Designated 
Officer. Condition 8 further stipulates that: 

8. Prior to the approval of the final detailed desigri of each
section or part of the pipeline, the company shall submit to
the Designated Officer:

(a) the results of such further studies in respect of social and
economic matters and environmental, fisheries and
agricultural concerns as may be ordered or directed by the
Designated Officer; and

(b) the recommendations of its environmental consultants for
the protection of fisheries, farm lands and the environment.67

If the conditions under the NPA are not satisfied, there is an issue regarding 

whether Foothills has the right to exercise any rights pursuant to the NPA Certificates. 

As stated above, while the process for the fulfillment of these extensive terms and 

·conditions is not clear, it appears that even If TransCanada can rely solely on the NPA,

it has acknowledged that a transparent and public process will be required to examine

these matters. In our view, such a process could well be extensive and will have a

direc;t impact on the timing of the Project.

D. POTENTIAL ISSUES AND CONCERNS

Based on our review of the numerous issues that could potentially arise,

including matters previously identified by TransCanada and other parties, there appear 

to be a number of matters that TransCanada should reasonably expect to encounter. 

These matters could result in an extension of the five and one-half timeframe identified 

by TransCanada in the AGIA Application for the completion of the pre-construction 

approval phase of the Project. TransCanada has clearly indicated that it will rely heavily 

upon the NPA and the NP Agency for a consideration of Its proposal. This approach is 

115 See Introduction, page (II) In each or the Regional Conditions.
• See Introduction, page (II) In each of the Reglonal Conditions.
t1 NPA. Schedule Ill, at s. 8.
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consistent with the "single window'' concept reflected in the NPA. However, to the 

extent that TransCanada places undue reliance upon the NPA, It could actually delay 

TransCanada's timeline, as it is likely to lead to challenges that will take time to resolve. 

However, if TransCanada adopts a broad-based approach, of including all potentially 

Impacted agencies, tribunals, and inte.rested parties in the process to examine the 

Project proposal (while still maintaining that the NPA approvals provide it with a "single 

window" process for addressing issues) it may diffuse many of the process and 

procedural arguments that wou'ld otherwise be available to parties. 

We note that the subject AGIA Application contains certain comments that leads 

one to believe that TransCanada will adopt a more "all encompassing" approach to 

seeking required approvals for the Project. In this regard, we observe that in its 

Application TransCanada has indicated that the Project will meet all "current" standards 

(see Executive Summary, p. 2) and that it anticipates a transparent and public process 

to examine its Application (p. 2.2 - 75). TransCanada does not specifically identify the 

type of process it is contemplating or whether such process would provide a venue to 

obtain public input from all impacted stakeholders. These will be important 

considerations for TransCanada to address as it moves forward. 

With regard to the potential for delay, TransCanada's AGIA Application, Section 

2.7 - Risk Factors enumerates a number of items that would be seen as "risks" for the 

Project. It is noteworthy that one of the major consequences resulting from an� of these 

identified risk factors coming to pass is a scheduling delay for the Project. This portion 

of the Application appears to acknowledge the extreme sensitivity of timing to the 

identified risk factors. TransCanada does not quantify the duration of any delay it would 

expect to occur if the identified risk(s) came to pass. As will be detailed below, in our 

view there are a number of additional factors which likewise could impact upon the 

timeframe outlined by TransCanada in its AGIA Application. As discussed at the outset, 

the approach adopted by TransCanada in bringing the Project forward will likely have a 

significant impact on its ability to achieve the desired timeline. 
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A summary of the major issues that could impac� upon TransCanada's proposal 

is provided below. 

oJ 1. Continued Applicability of the NPA Approval 

As aptly demonstrated in the past -submissions of Alliance and Enbridge, tt}ere is 

a risk that parties will challenge the general applicability of the NPA to the 

circumstances confronting the Project today. Based on information we have reviewed, 

this argument also appears to be supported by certain producers, i�cludlng 

ConocoPhillips and Exxon-Mobil. In this regard, we note t.hat one of the main purposes 

of the NPA is to facilitate the "efficient and expeditious planning and construction of the 

pipeline". One could argue that this objective Is of questionable relevance today, given 

the approximate thirty year delay in advancing the Project. We also anticipate that there 

will be significant political pressure brought to bear for the Governments and regulatory 

agencies to "do the right thing" and assess such a massive undertaking under current 

regulations and standards; and not accept an authorization that was granted under 

circumstances that were very different. 

Over the intervening period, since TransCanada's original filing, not only has the 

overall policy and regulatory context shifted, but the Canadian environmental 

assessment policies and processes have matured. Additionally, requiremento under 

other legislation that may be applicable to any Alaska Pipeline Project filing have 

changed since the time of the original examination. Statutes such as CEAA now 

mandate a process that includes a full and comprehensive assessment of pipeline 

projects. The current process is certainly different than at the time the original 

approvals were granted, which occurred under the then existing Federal Environmental 

Assessment and Review Process ("EARP11}. Additionally, today Aboriginal rights have 

constitutional protection that guarantees consultation and participation by affected First 

Nations. 

In our view, there will likely be political pressure asserted to expose the Project to 

an extensive regulatory and environmental review process, similar tq that employed 

regarding the examination of the Mackenzie Gas Project. In this regard, it is noteworthy 
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that the Mackenzie Gas Project has taken more than eight years from initial regulatory 

process design to anticipated receipt of major regulatory approvals. Although there are 

some significant differences between the two projects, the Mackenzie Gas Project 

process may be viewed as broadly analogous in terms of regulatory complexity to the 

Project. In our view, there will clearly be an expectation that the Alaska Pipeline Project 

will be exposed to a rigorous process and not provided any short-cuts because of past 

approvals. Should TransCanada adopt a proactive approach that seeks to address 

identified concerns, it may be able to mitigate the risk of delay and enhance the 

prospect of achieving its "best case" scenario. 

One of the main advantages offered by the NPA is the ''single window", 

expedited regulatory approval process. However, at this point in time, it Is unclear how 

much actual coordination is in place and exactly which governments, agencies and 

tribunals will seek to be involved. Even under the NPA itself there Is considerable 

regulatory uncertainty regarding the approach that would be utilized to examine any 

TransCanada filing and an extended period may be needed to finallze the structure of 

the review process. To the extent that TransCanada is able to maintain the "single 

window" approach, contemplated by the NPA, it should be able to reduce delay and 

duplication of effort. 

2. Technical Concerns with the Application of the NPA

The deemed Certificates of Public Convenience and Neces:;ity granted to the 

Foothills affiliates under the NPA appear to contain a measure of flexibility. However, 

reliance on same may be met with opposition on the basis that any residual certificate 

rights held by Foothills under the NPA are antiquated or that the new proposal is outside 

the scope of the Project which was previously certificated. 

Notwithstanding the potential for debate, the better view appears to be that the 

NPA and residual Certificate rights remain valid. The legislation by its terms continues 

to apply. There is no section in the Certificates that limits t11elr validity by way of an 

expiration date. Although the underlying Canada-U. S. Agreement on Principles can be 

terminated, this can only occur after its Initial term of 35 years, with twelve months 
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written notice by either party.68 Therefore, the Agreement itself will remain effective until

at least 2012. 0 

t [ 
The continued validity of the legislation and residual Certificate rights In the face 

of changed circumstances and delay is also supported by the fact that the NPA process 

has been relied upon as recently as 1998 in respect of the Pre-Build. The failure of 

Foothills to advance the northern portion of the pipeline for over thirty years, therefore, 

should not in itself foreclose reliance on the NPA. As explained in Driedger, "A statute 

is not repealed, nor does it expire, through the passage of time or by reason of non-use 

or obsolescence. Unless the legislature has fixed a limit for the duration of legislation, it 

continues in force until it is repealed".69 Nonetheless, a protracted debate on this issue

could well occur. 

Assuming the NPA and Certificates remain valid, TransCanada's ability to rely on 

them will clearly depend on whether the TransCanada proposal is different from the 

project that was authorized by the NPA. The reasoning being that TransCanada should 

not have free rein to build a project that is substantially different from that which was 

considered and certificated70 • Accordingly, there may be a risk to the extent that the 

new proposal deviates from the ANGTS template and details of the Canada-U.S. 

Agreement on Principles. 

Based on the information available, it is difficult to determine with certainty the 

existence and materiality of any inconsistencies between the current Project and that 

approved under the NPA. However, Issues could potentially arise in relation to matters 

such as the proposed route, flow rate, and system configuration. This concern may also 

be impacted by the proposed use of TransCanada's Alberta System, to the exclusion of 

other existing infrastructure. 

114 Agreement at artide 12.
"R. Sullivan, SuUlvan and Oriedger on the Construction of Statutes, 411 ed. (Markham: ButtetWOrths, 2002) at 527. As further 
explained: "Under Anglo-American common law, all English statutes retain their potential for enforcement even though they may be 
disobeyed or left unenforced. As Shakespeare said "The law hath not been dead, though It hath slept" ... Accordingly, the 1977 
Northam Pipeline Act remains valid leglslatlon even If the underlying energy policy has shifted In the past twenty-five years•: 
Alexander J. Black, Legal Prflclp/es Surrounding the New Canadian and American ArcUc Energy Debate, 23 ENERGYL .J. 81, 119 
(2002). 
70 Alllance letter, supra. 
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With respect to the proposed route, it may be arguable, for example, that the 
TransCanada proposal seeks to revise the general route of the ANGTS plpeline 
described under the NPA. Annex I sets out the general route of the ANGTS plpellne. 
The route specified may be more appropriately termed a "general corrido� as the Terms 
and Conditions contemplate separate approval of the detailed route; presumably within 
or along this corridor. 

The TransCanada Application defines the Project route with reference, to the 
NPA and underlying Canada-U.S. Agreement on Principles. For example, the 
Executive Summary provides, at page 4: 

The pipeline route will follow the route set out in the 
Agreement Between Canada and the United States· of 
America on Principles Applicable to a Northern Gas Pipeline 
("Agreement on Principles") and the Northern Pipeline Act 
("NPA") (1977-78, c. 20 R.S. 1985, c. N-26). 

The more detailed sections of the Application pertaining to the route, however, 
suggest that there may be inconsistencies between the TransCanada proposal and the 
route set out in Annex I. While TransCanada maintains that the existing authorizations 
provide it with the necessary flexibility to accommodate its current proposal, it is not 
possible to confirm that this is the case based on the information available to date. As 
well, the materials provided by TransCanada make a broad assertion in this regard, but 
do not provide a detailed explanation of why this is 1i1e case. 

Similar concerns may surface with respect to what is proposed in relation to the 
Alberta section of the Project. In this regard, TransCanada proposes the following: 

When Alaska's natural gas reaches the British 
Columbia/Alberta border, Foothills will construct the 
necessary additional facilities in Alberta to permit Alaskan 
gas to reach the Alberta Hub by integrating with 
TransCanada's existing p�eline system in Alberta and 
connecting to the Pre-Build. 1 

11 TransCanada Proposal, ExecuUve Summary. 
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According to more detailed information contained in Section 2.1 of the 

Application, the intent is for a portion of the initial Alaska gas to be transported using 

existing gas pipeline infrastructure downstream of Boundary Lake: 

This available capacity in the existing gas infrastructure 
would be supplemented by new incremental facilities to 
handle the remainder of the 4.5 bcf/d from Alaska. These 
new facilities will be built and ovmed by Foothills under the 
NPA connecting to the existing Pre-Build and would consist 
of pipe looping and new compressor stations" (Page 2.1-10). 

It is unclear what the use of "available capacity in the existing gas infrastructure" 

means and whether it is intended to be broader than solely the use of the Pre-Build. 

This indeed appears to be the case given that TransCanada makes reference to the 

"Alberta System" in describing its plans: 

Currently the Alberta System has a Transportation by Others 
(''TSO") arrangement for Foothills Pre-Build facilities located 
within Alberta to transport WCSB gas. Such TBO 
arrangement between the Alberta System and Foothills 
would allow the Alberta System to utilize the new and 
existing Foothills facilities in Alberta to offer transportation to 
the Alaska Shippers. When Alaska's natural gas reaches 
the BC/Alberta border, Shippers could contract with the 
Alberta �ystem and enter the Alberta Hub. (Page 2. 1-11) 

[Emphasis added.] 

The "Alberta System" for the purposes of the Application refers to "TransCanada 

Corporation's wholly-owned, 15,000 mile natural gas transmission system in Alberta 

which gathers natural gas for delivery to end users and to liquids extraction facilities 

within the province and for delivery through provincial export locates to major natural 

gas areas across North America".72 Therefore, the Alberta System clearly includes 

more than the Pre-Build, but is limited to facilities which are wholly-owned by 

TransCanada affiliates. 

If capacity exists on existing, alternate pipeline systems, an argument could 

potentially be made that expansion of the Pre-Build or construction of new facilities is 

n TransCanada Application, Glossary. 
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unnecessary and would result in proliferation of facilities ahd unnecessary duplication. 

The forum for such a challenge is not clear, makihg it difficult to assess the process that 

would ensue. In any event, should such a challenge be brought, It could arguably result 

in protracted debate and delay. As mentioned above, should TransCanada 

demonstrate a willingness to work with other pipelines and gas producers on the optimal 

use of available infrastructure, this concern would likely be mitigated. 

It may be open to interpretation whether the proposed configuration of the 

Project, including the Alberta Pre-Build, is even contemplated under the NPA.73 In this 

regard, TransCanada is proposing that the annual average daily capacity of the Canada 

Section of the pipeline (northern section and Pre-Build) would be 4.5 bcf/d, with 

expansion capability (Page 2.1-9 and 2.1-10). This is significantly higher than the 

initial" Aiaska gas flow capacity of only 2.4 bcf/d contemplated under the Canada-U.S .. 

Agreement on Principles.74 While the expansion· of pipeline capacity is arguably 

contemplated under Article 3 of the Agreement, . this is subject to "regulatory 

requirements" being met. It is not entirely clear which "regulatory requirements" are to 

apply to such expansions. However, it is cautioned that there is an "expansion" 

provision under the NPA that has been referenced as applying to capacity expansions 

of the Canadian portion and thus potentially requiring a new certificate application to the 

NEB for any larger-scale project.75 As discussed herein, the need to seek NEB 

approval would in tum, likely triggtH the public hearing process, as weH as a major 

review under CEAA. Clearly, such additional process, which is not contemplated in the 

TransCanada Application, could have timing implications.76

Similarly, in the event that it is not possible to accommodate the new proposal 

(and any material changes contemplated thereby to the proposed route, system 

configuration, etc.) under the NPA or an amendment thereto, then it would be necessary 

to bring applications pursuant to the NEB Act for approval to construct and operate the 

n This proposal calls for the expansion of the Pre-Build through looping and additional compressor stations to handle Alaska 

wtumes not accommodated by the existing gas infrastructure. 

'' NPA, Schedule I, S ection 3. 
11 Alflance Letter, supra.

11 It appears that the Pre-Build Expansions did not trigger this provision since they did not exceed the "Initial" capacity contemplated,

al!hough this has yet to be confinned. 
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proposed project. In this regard, the need to seek NEB approval for facilities falling 

outside the ANGTS template is confirmed by the process applied in respect of certain 

aspects of the Pre-Builds. The decompression/recompresslon facilities, for example, 

applied for by Foothills in respect of the 1998 Pre-Build were considered to fall otatside 

the scope of the ANGTS project and hence outside the scope of the NP�. since 

Alaskan gas was not planned to be stripped of liquids at Empress. Accordingly, the 

application for the de/re expansion facilities was made pursuant to the NEB Act and a 

screening performed pursuant to the CEAA.77 The determihation that the de/re facilities 

fell outside the scope of the ANGTS project was reportedly made following a referral by 

the Government of Canada to the Department of Justice.78

It is noted that the design of the balance of the 1998 Pre-Build expansion project 

consisting of the installation of 113 km of 42-inch diameter pipeline and various 

compression and metering facilities, all downstream of Empress on existing right-of-way 

and station sites was approved by the Northern Pipeline Agency. These facilities had 

previously been certificated under the NPA as part of the proposed ANGTS.79

Likewise, the other Pre-Build expansions appear to have fit within the parameters 

of the system configuration that was contemplated in the 1970s and therefore were 

subject to authorization under the NPA. 

3. Required Environmental Assessment

As stated above, in its AGIA filing, TransCanada characterizes its proposed 

actions as an "update" to the information previously filed In support of the existing NPA 

approvals and the Terms and Conditions it must fulfill thereunder. There is no indication 

that TransCanada intends to conduct an assessment pursuant to CEAA or YES.A.A. 

Depending on the approach ultimately adopted by TransCanada, the process it seeks to 

employ could be challenged by a number of parties. 

It is clear that, absent the NPA, certificates of public convenience �nd necessity 

would need to be obtained and the above referenced legislation would indeed apply. 

n NEB News Release, January 20, 1997, "Foothills secures key regulatory approvals for 1998 Eastern Leg Expansion Project". 
11 Alliance Plpellne letter to tl)e Right Ho. Paul Martin, P.C., M.P., Prime Minister et. al. dated February 22, 2006. 
11 NEB News Release, January 20, 1997, "Foothllls secures key regulatory approvals for 1998 Eastern Leg Expansion Project".
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TransCanada would be required to conduct a comprehensive environmental 

assessment thereunder. As mentioned above, TransCanada has confirmed that it 

intends to adopt a transparent and public process and, as well, has confirmed that It will 

be updating the numerous technical environmental reports associated with the 

construction of the subject pipeline (Application p. 2.2 - 75). However, the process for 

the examination of these reports and the determination of whether or not there are 

potentially significant environmental impacts has not been detailed. To the extent an 

open and comprehensive process is employed, the risk of a challenge is significantly 

reduced. Conversely, the opposite is also true. 

Moreover, TransCanada does not discuss the potential applicability of 

environmental legislation in British Columbia ("B.C.") and Alberta to the Project. While 

we consider that the better view Is that these processes are not applicable to a Federal 

pipeline, this issue could be debated, particularly if the Project is not exposed to a 

comprehensive environmental assessment under the referenced Federal legislation. 

Such debates have occurred in the context of other Federally regulated pipelines. 

In this regard, TransCanada acknowledges that there "remains a significant 

compliance process" for the Project under the NPA "to ensure the Project meets all 

current standards" (Application Executive Summary, p. 2). TransCanada asserts that 

the "NPA is the primary legislative vehicle through which necessary regulatory 

approvals have been and will be delivered or coordinated in Canada for the Projec.r•, 

and that ''the NPA provides a single window, expedited regulatory approval process for 

the continued development of the Project" (Application Executive Sunmary, p. 11). 

TrannCanada outlines the following as the pri.ncipal remaining approvals required for 

construction and operation of the Project through Canada (Application Executive 

Summary, p. 12; Application, p. 2.2-82 to 84): 

• Leave to Proceed Order under the NPA [approval of detailed pipeline design and

health, safety, employment, logistics, environmental and related plans for the

Project).
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• Approval of Plans, Profile, and Books of Reference p.e. detailed route

information] under the NPA.

• National Energy Board ("NEB") approval of tolling methodology and tariffs.
> 

• Leave to Open the Project from the NEB [once post-construction safety tests are

complete].

• Other Federal approvals, including authorizations under the Fisheries Act, R.S.C.

1985, c. F-14, the Navigable Waters Protection Act, R.S.C. 1985, c. N-22, and

the Species at Risk Act, S.C. 2002, c. 29."

• Provincial and Territorial approvals, which TransCanada lists in detail under

Appendix P2 of the Application, including approvals for water crossings and land

use.

TransCanada further lists a series of Environmental Field Studies that it

anticipates will be required in connection with the Canadian portion of the Project. 

These studies will be in relation to: air quality and noise modeling; soils and geology; 

fisheries, hydrogeology and hydrology; vegetation and wetlands; wildlife, including 

species at risk; and archeology and heritage resources (Application, p. 2.2-45 & 46). It 

appears that TransCanada will rely on the NP Agency to examine and assess these 

Environmental Field Studies. However, the manner in which public input will occur is 

not clear. 

TransCanada does note that the NPA and construction of the Foothills Pre-Build 

predated the 1995 enactment of the CEAA, and the specific federal legislation for 

environmental assessments in Yukon, namely the YESAA, enacted in 2005. 

TransCanada alsc points out that a review of the environmental, social and economic 

impacts of the original Foothills Alaska Pipeline proposal was completed in 1982 under 

the Federal Environmental Assessment Review process in effect at the time 

(Application, p. 2.2-75). 

TransCanada states (Application, ibid.) that: 

DMSLeaal\061301\00001 lll466-4lM 



New and additional information will be required to h'leet 
mandatory conditions and prepare required plans and 
programs. The Foothills Subsidiaries will provide updated 
project, geophysical, environmental, social and economic 
information as part of its re-engagement of the NPA process 
(Intent to Proceed) and fully expects that such information 
and the sufficiency of plans and programs will be evaluated 
through a transparent and public process under the NPA and 
any other applicable federal legislation before receiving 
approval ... 

[Emphasis added]. 

TransCanada does not, however, provide details on the public process it expects 

will be held to review a renewed Alaska pipeline proposal. However, it appears that 

TransCanada Is of the view that GEM and YESM will not apply. 

With respect to the time required to complete the environmental studies and 

regulatory review process for the proposed Project in Canada, TransCanada does not 

provide a firm indication of the time it will take to complete such processes and secure 

necessary approvals for the Canadian portion of the Project. TransCanada states: 

"Witn regard to the timing of seeking regulatory authorizations of the Canada Section of 

the Project, TransCanada will target to finalize relevant Canadian approvals by the 

same date as the FERG Certificate" (Application Executive Summary, p. 12). Assuming 

that the AGIA License is issued by April 1, 2008, TransCanada commits to apply by 

December 30, 2011 for a FERG Certificate of Public Convenience and Necessity for the 

Project (Application, p. 2.2-85). The Project Schedule then estimates that the FERG 

Certificate will be issued on August 30, 2013, five years and five months after the 

issuance of the AGIA License (Application, p. 2.6-2). By extension, TransCanada is 

targeting completion of "relevant Canadian approvals" for the Project within a five and a 

half-year period, commencing April 1, 2008. TransCanada describes this period as the 

"Project Development Phase" which it further divides into: (a) the "Proposal Sub­

Phase"-from the issuance of the AGIA License to completion of the planned binding 

Open Season eighteen months later; and (b) the "Definition Sub-Phase" from the end of 

the Open Season to the "receipt of all major approvals" anticipated, as noted, by 

August, 2013 (Application, p. 2.6-1 ). 
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The objectives of the NPA discussed above suggest that considerable scrutiny 

will be given to the Project by regulators uhder the NPA, specifically the NP Agency 

(and the NEB), to ensure that these major policy/political objectives are in fact met. The 

NP Agency, working in close conjunction with the NEB, is Intended to provide a central 

regulatory authority or window for the exercise of all federal responsibilities related to 

planning, monitoring and controlling the system throughout Canada. In addition, as 

discussed in detail above. the federal Minister of Natural Resources has considerable 

responsibilities under the NPA that must be satisfied prior to construction. In addition, 

these bodies will be charged with ensuring that all applicable terms and conditions are 

properly fulfilled. As discussed, this could be an extensive undertaking. 

As discussed above, to further assist the Minister In carrying out the NPA's 

mandate, there is provision for federally-appointed advisory councils. The function of 

these councils is to facilitate communication and consultation. These councils do not 

appear to be active at this point. 

In sum, under the terms and conditions of the NPA, TransCanada will be 

required to submit extensive information and obtain a series of approvals from the 

Agency, the NEB, and the Minister of Natural Resources prior to commencing 

construction. These approvals relate to design and various other technical, 

environmental, socio-economic and commercial matters, including costs, financing 

plans, and operating plans. The exact process for determining the extent of information 

required for submission and the issuance of approvals is not pre-determined by the 

NPA. Process design will be up to the NP Agency, the NEB, and the Minister of Natural 

Resources and will require a significant degree of coordination between these bodies to 

ensure efficiency in requesting information from TransCanada, reviewing such 

information, allowing for public review/input and ultimately issuing approvals. In our 

view, coordination between these entities will be the minimum that is required. It Is 

likely that additional bodies may wish to be involved and the process to successfully 

organize multiple authorities can take an extended period of time. This was recently 

experienced in the Mackenzie Gas Project. 
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q1 4. Appllcablllty of the Yukon Envlronmental and Socio-Economic
Assessment Act

At the heart of the regulatory process for projects in the Yukon is the Yukon

Environmental and Socio-Economic Assessment Act, R.S.C. 2003, c. 7 (''YESAA"). 
YESAA is a federal law establishing a unique assessment process for projects in 
Yukon, functionally replacing the application of CEAA to most Yukon 'projects (section 
6), subject to certain exceptions discussed below In relation to the Project. The YESAA 
process applies to federal, territorial and aboriginal approvals required to enable a 
proj�ct in the Yukon. 

The origins of YESAA lie within the land claims settlements between the Federal 
Government and Yukon First Nations. Chapter 12 of the Umbrella Final Agreement with 
Yukon First Nations called for the establishment by federal legislation of an assessment

process that would apply on all lands of the Yukon: federal, territorial, First Nation and 
private. The Council of Yukon First Nations ("CYFN") and the Yukon Territorial 
Government agreed to work with the Government of Canada to Jointly establish a 
unique development assessment process for the Yukon. YESAA Is administered by the 
Y�kon Environmental and Socio-Economic Assessment Board ("YESAB"), an 
independent arms-length entity, made up of seven Board members appointed by the 
Federal Minister of Indian and Northern Affairs, in consultation with the Yukon 
Government and Yukon First Nations. YESAA and YESAB have been in full effect 
since November 2005. 

There are three criteria that must be met for a project proposal to require an 
evaluation under YESAA. The project must: occur in Yukon; be captured by the 
Assessable Activities, Exceptions and Executive Committee Projects Regulations, 

SOR/2005-380 (the ''Activities Regulations'") and not exempted; and, meet one or more 
of the triggering circumstances listed in section 4 7 of the Act. 

The Project would be caught by the Activities Regulations which includes under 
Schedule 3, s. 18, "Construction, operation, modification, decommissioning or 
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abandonment of an oil or natural gas pipeline 75 km or more in length If the pipeline Is 

on a right of way developed for a power line, pipeline, railway line or road". 

If a project is developed in the Yukon and subject to the Activities Regulations, 

then the final step to determining the application of YESAA is to determine if any of the 

triggering circumstances under s. 47 of the Act are met. These circumstances include 

the need for an authorization or the grant of an Interest in land by a (federal or territorial) 

government ag� �-Y, the NEB, municipal government or First Nation. The decision 

making bodies just listed are prevented from taking any decision to enable a proposed 

activity to proceed, until after the environmental assessment process under YESAA is 

complete (sections 82-84). The Project will require various regulatory authorizations 

from federal and territorial agencies (e.g. from the NEB as well as, Fisheries Act 

approvals federally. and water licenses and land use permits, discussed below, at the 

Territorial level). Therefore, it is clearly arguable that YESAA should apply to the 

Project unless TransCanada can successfully argue that the application of the NPA 

alleviates the requirement to subject the Project to the YESAA. It is also debatable 

whether a conflict would arise if both pieces of legislation were applied to the Project. 

Note that YESAA does not include any transitional provisions equivalent to s. 

74(4) of CEAA that would exclude the Project on the basis of its past genesis.80 

Moreover, YESAA expressly includes (section 94 to 101) provisions for the review of 

"existing projects", defined as a project that had already been undertaken or completed, 

but would have been subject to assessment under YESAA if proposed today. 

Consequently, even if it could be argued that the Project was not a new project for the 

purposes of YESAA. it would �till be caught by the Act. It is also instructive that the 

Government of the Yukon takes the public position that the Project will be 

subject to YESAA (see: hhtp://www.emr.gov.yk.ca/pipeline/key_pipeline_interests.html), 

suggesting that an attempt to avoid the YESAA could bog TransCanada down in a 

dispute with the Territorial Government and likely others. 

80 YESAA does Include certain transltlonat provisions, but In our view these would not be effective In excluding the AP? from the

operatlon of the Act 
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If the YESAA is found to apply, the Project would likely be sttbjected to the most 

onerous farm of assessment under YESAA, namely a public review panel. Ordinarily, 

as a major activity listed under Schedule 3 of the Activities Regulations, the Project 

propasal would first be submitted directly to the Executive Committee of the YESAB

(skipping an evaluation by regional offices, utilized to review lower impact projects). 

The Executive Committee of YESAB would conduct a "screening" of the proposal. The 

Executive Committee consists of three designated YESAB members. During the 

conduct of a screening, the Executive Committee must consult with First Nations, 

government agencies, and regulatory bodies with an interest in the proposed project. 

The Executive Committee will also receive public comments during a specified 

comment period. At the conclusion of the screening process, the Executive Committee 

must refer a project to hearings-a review panel-if, inter alia, the committee conclud�s 

that a project is likely to cause significant public concern in the Yukon or involves 

technology that is controversial or for which the effects are unknown (e..ection 58). In our 

view, after applying these criteria, the Project is most likely to be referred to a review 

panel by the Executive Committee. Public concern around the Project Is expected to be 

significant. In this regard, it should be noted that the purpose of a YESAA assessment 

extends beyond a review of the environmental impacts of a proposed project to include 

an analysis of socio-economic impacts (section 5). Consequently, even W 

environmental issues are limited in relation to the Project, which is not. expected to be 

the case, socio-economic issues will likely persist and justify a review panel to address 

public concern. Moreover, TransCanada states in its Application (p 2.2.-15) that "use of 

new technologies will be a key factor in efficiently implementing the Project". This use 

of new technologies in the Yukon would also justify a reference to a review panel to 

scrutinize the Project. 

There are also several mechanisms for direct referral of a proposed project to a 

review panel under YESAA, thus skipping a st;reening of the proposal by the Executive 

Committee of the YESAB. First, the Federal Minister of Indian and Northern Affairs or 

the Federal Minister of Environment may request the YESAB Executive Committee to 

establish a panel review for a project where a federal decision maker has a role in 

enabling the project. Second, the Yukon Government may request a review for a project 
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requmng its approval. A request for review must be made jointly by the Yukon 

Government and the Federal Government, if both federal and territorial bodies have 

jurisdiction in relation to the proposed project (section 60(2)). This Is the situation that 

would apply to the Project. Finally, a Yukon First Nation, with the consent of the 

Federal Minister of Indian and Northern Affairs and the Yukon Government (for projects 

requiring territorial approval), may request a panel review of a project. It is quite 

feasible, therefore, for the Federal and Yukon Governments to expedite the assessment 

of the Project under YESAA by requesting the YESAB Executive Committee to make a 

direct referral to a review panel (or permitting a First Nation to make such a request). 

A review panel, involving public hearings, can be conducted by YESAB itself. 

However, when a review panel is required under YESAA, the Canadian Environmental 

Assessment Act may exceptionally apply in the Yukon. For a Yukon project requiring a 

YESAA review panel, the federal Environment Minister can require (sections 61 & 62) 

that YESAB choose between: (a) convening a federal review panel under the Canadian 

Environmental Assessment Act to replace the YESAB review panel; (b) creating a 

YESAB-CEAA joint review panel; or (c) establishing a joint review panel between 

YESAB and another environmental assessment agency with an Interest in effects from 

the proposed project. The Fe�eral Environment Minister can refuse to allow a stand­

alone YESAB review panel, and effectively force YESAB to either allow itself to be 

replaced by a CEAA-convened panel or to compromise with a joint panel (sections 62 & 

63). The purpose of these provisions appears to be to ensure a federal role in the 

review of major projects In the Yukon and to address trans-boundary impacts through a 

CEAA or joint-panel process to cover impacts beyond Yukon. In our view, these 

provisions provide an additional opportunity for a CEAA type process to be applied to 

the Project. 

A further exception under which CEAA applies In the Yukon is found at section 

6(2) of YESAA: 

National Energy Board 
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Sections 5 to 60 of the Canadian Environmental As9essment 
Act apply in relation to a project, as defined in that Aot, that 
requires an authorization from the National Energy Board in 
order to be undertaken, but where the project is referred to a 
review panel under subsection 29(1) of that Act, the Minister 
of the Environment shall notify the executive committee of 
the referral, and section 63 of this Act applies as if that 
Minister had agreed to a request under paragr�ph 61 (1 )(b) 
[emphasis added). 

The impact of this provision is that for projects that require an authorization from 

the National Energy Board -i.e. international or inter-territorl�l/provincial pipelines or 

power lines -CEAA applies in the Yukon, with one modification: if the NEB-regulated 

prop.osed project is referred to a panel review under CEAA, then the YESAB Executive 

Committee can request that the review be conducted by a joint CEAA-YESAB panel. 

Arguably, the foregoing CEAA-related provisions are not entirely relevant to the 

Project because there are strong grounds for concluding that CEM is not 

independently applicable to the Project, and thus would not be given effect by 

references within YESM that give CEAA exceptional operation in Yukon. Assuming 

CEM is not applicable, then one of two results seem plausible. Either YESAB would 

be left alone to conduct a review panel of the Project in the Yukon on a stand alone 

basis, or pursuant to section 61 (1 )(c), the Federal Environment Minister could require 

that YESAB conduct a joint panel review involving the NP Agency, in lieu of a joint 

YESAA-CEAA process. YESAA does not ex,:>ressly provide for a joint YESAB-Northem 

Pipeline Agency process, but s. 67(2)(b) contemplates the cr&ation of a joint panel 

between YESAB and any "authority having power to examine the environmental or 

socio-economic effects of the project, or of an activity that is to be taken partly outside 

Yukon and of which the project forms part." This definition appears sufficiently broad to 

encompass the creation of a joint YESAA-NPA process. 

To date, no YESAA review panel (whether stand-alone or in conjunction with 

another process) has been held. A review of the Rules for Reviews Conducted by 

Panels of the Yukon Environmental and Socio-economic Assessment Board (the 

"Rules"), however, gives a limited sense of the time required for a review panel to be 
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completed. Upon the triggering of a review panel, the Rules give the YESAB Executive 

Committee up to five and one-half months to issue final guidelines for the preparation of 

an Environmental and Socio-economic Effects Statement ("ESE Statement'') by the 

proponent for the project. The proponent must then take the time it requires to submit 

the ESE Statement. The Rules then give the YESAB Executive Committee up to four 

months to determine whether the information in the ESE Statement is sufficient. From 

this point, the Executive Committee has up to two months under the rules to convene 

the Panel (including the appointment of Panel members from amongst the YESAB 

membership) and to set terms of reference for the Panel. Within 90 days of its 

appointment, the Panel must commence a technical review of the ESE Statement and 

also an Information Request Process allowing parties (the proponent and interveners) to 

question their respective filings; ordinarily the technical review and Information Request 

process is to be completed within 90 days, but may be extended by the Panel. At the 

end of this stage, the Panel may seek supplementary information from the proponent, or 

proceed to the hearing. The duration of the hearing is at the discretion of the Panel. At 

the conclusion of the public hearing, a YESAB review panel can recommend that a 

project be allowed to proceed, be allowed to proceed with conditions, or not be allowed 

to proceed (section 72). The Rules give a panel up to five months to issue its 

recommendations. The Rules, in short, provide some control over the time required for 

a YESAB panel, but even so, the Rules contemplate a process of at least two years and 

potentially longer depending on the time required for the completion of all ESE 

Statement filings and hearings. 

The Rules do not contemplate timing for a joint process between YESAB and 

another agency, but this would likely be longer than the time line set out in the Rules, to 

allow for coordination between the conjoined processes. 

Once a YESAB review panel (or a joint YESAB panel) issues its 

recommendations, these must be considered by the relevant "decision bodies", as that 

term is defined under YESAA (at section 2). Decision bodies relevant to the Project 

would be the "territorial minister'', i.e. the Yukon Government (the Executive Council 
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Office), and any federal departments that have the power to issue an authorization that 

is required for the Project to re undertaken. 

A decision body in relation to a project must issue Its Decision Document, 

responding to the panel recommendations, within the period prescribed by the Decision 

Body Time Periods and Consultation Regulations, SOR/2005-380: ordinarily, 

recommendations of a YESAB panel review must be responded to within 90 days 

(section 4(b)). 

If a decision body disagrees with the recommendations of a panel of the YESAB, 

the decision body must refer the recommendations back to the Panel for its 

reconsideration (YESAA, section 76). The Panel then Issues the recommendations 

anew (the same recommendation can be made as before), and the relevant decision 

bodies have a further 60 days to accept, reject or vary the new recommendations 

(Decision Body Time Periods and Consultation Regulations, section 5). Federal 

agencies are bound by YESAA to implement Decision Documents they Issue in relation 

to a project (section 82). Where the Yukon Government is a decision body in relation to 

a project, all territorial departments, agencies and municipal governments are bound to 

implement the Decision Document issued by the Yukon Government (section 83). 

In summary, TransCanada appears to be adopting a position that YESAA would 

not apply to the Project, based on the existing approvals and Project specific 

requirements of the NPA. As detailed above, there may be arguments why this view 

should not prevail. To the extent that TransCanada ultimately has to engage in a 

YESAA process it will likely extend the timeline for the Project. TransCanada should be 

able to minimize the impacts of any applicable YESAA process if It can take advantage 

of the opportunity to coordinate with other review processes at the outset. 
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5. Duty to Consult First Nations

Since the time of the approvals granted under the NPA, the obligations imposed 

upon both Project Proponents and Governments (Provlncial, Territorial and Federal) 

with respect to the duty to consult First Nations has evolved considerably. Failure to 

completely fulfill the obligation to consult that would be triggered by an Alaska Pipeline 

Project filing would inevitably lead to challenges on behalf of potentially affected First 

Nations. A failure by the Crown to fulfill this duty has been one of the main stumbling 

blocks for project proponents when their undertakings could potentially have a 

significant Impact on First Nations. To the extent TransCanada and the relevant 

Governments fulfill this obligation pursuant to the current requiroments the Project risks 

will be reduced. Nonetheless, history would suggest that this is a likely basis for 

challenge. We would note that the matters raised herein would apply equally to a Third 

Party pipeline proponent. In fact, the consultations conducted by TransCanada, as well 

as the existence of its Yukon easement, should provide it with an advantage. 

TransCanada's Application Identifies approximately 40 First Nations Groups in 

the Yukon and British Columbia who are expected to be active stakeholders in any 

Alaska Pipeline Project application. In addition, there are several First Nations groups 

in Alberta who would likely become involved in this matter. First Nations play a unique 

role In the Canadian Regulatory process as they have an acknowledged constitutional 

right to be consulted on matters that could potentially impact them. This right has been 

reinforced repeatedly by recent case law and imposes a direct "duty to consult" on the 

Federal, Territorial and Provincial Governments involved. It is also arguable the project 

proponent itself has a duty to consult First Nations as part of its overall stakeholder 

consultation process. A failure to adequately consult is fatal to a project, as the Courts 

have consistently found that this provides a valid basis for refusing to allow the subject 

project to proceed, until this obligation is satisfied. Additionally, there is ample 

precedent for litigation on this issue taking several years to resolve. In short, this is one 

of the most critical issues that would face the Project and we do not consider that the 

NPA will assist TransCanada in reducing the duty to consult that would otherwise apply 

to it or the relevant Governments. As indicated at the outset, while impacted First 
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Nations may not "oppose" the Project per se, we are of the view that these groups will 

use the processes available to them to maximize the benefits to be derived from a 

project of this magnitude. 

One area where First Nations are likely to be active is in land acquisition matte!"$. 

In this regard, we will examine each of the areas where the pipeline is proposed to be 

constructed. Bas�d on our review of available government maps, it appears that the 

Project route will potentially pass through several areas of Y:ukon where Final 

Agreements-settling outstanding land claims ·and clarifying aboriginal land ownership 

and other rights-have been reached with local First Nations. These areas are the 

traditional territories (from west to east along the proposed route) of the Kluane First 

Nation, the Champagne and Aishihik First Nations, the Kwanlin Dun First Nation, the 

Ta'an Kwach'an Council, the Carcross/Tagish First Nation, and the Teslin Tlingit 

Council. Two areas of Yukon will be traversed by the Project where land claims remain 

unsettled. In the west of Yukon, the White River First Nation has not settled its claims 

within a traditional territory that overlaps 100% with the traditional territory of the Kluane 

First Nation. In the east of Yukon, the Kaska Nation (comprised of the Kaska Dena 

Council, Ross River Dena Council and Liard First Nation) have not settled their land 

claim. It does not appear that Canada or Yukon are currently engaged In settlement 

negotiations with either the White River First Nation or the Kaska Nation. 

In northern British Columbia no land claims have been settled in the ai6a 

traversed by the Project; and thus persisting aboriginal tltle may remain on lands 

required for the pipeline right-of-way. Proving aboriginal title in Court is difficult, 

requiring the claimant to show occupation of the land prior tu the assertion of British 

sovereignty, a degree of continuity between present and pre-sovereignty occupation, 

and exclusive occupation by the claimant group (Delgamuukw v. British Columbia, 3 

S.C.R. 1010 (S.C.C.)). Consequently, aboriginal groups have been reticent to seek

Court judgments to determine aboriginal title, and when litigation to prove title does

arise, it has consistently taken many years (see for example, Tsllhqot'in Nation v. British

Columbia, 2007 BCSC 1700, the latest aboriginal title case in Canada, which took some

seventeen years). As a result, most First Nations in B.C. have opted to participate in an
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ongoing process of tri-partite treaty negotiations with the B.C. and Federal 

Governments, to seek mutual agreement on aboriginal ownership of lands and other 

persisting rights to traditional practices. It appears that the following First Nations 

groups have made claims under the B.C. treaty process to traditional territory that may 

be crossed by the Project: Kaska Dena Council; Ross River Dena Council; Liard First 

Nation; Acho Dene.Koe First Nation; Teslin Tlingit Council; and the Taku River Tlingit 

First Nation. These groups are in various stages of the negotiation process, but none is 

close to a final agreement. 81

In Alberta, the route of the Project has not been specified in the TransCanada 

Application, thus it is difficult to identify which aboriginal groups may be impacted by the 

Project. In Alberta, however, aboriginal land claims were settled under historic treaties 

signed during the late 19th century. Consequently, aboriginal title is not in dispute on 

lands in Alberta and aboriginal land ownership is limited to clearly delineated reserves. 

Off-reserve, First Nations may, however, enjoy hunting and fishing rights pursuant to the 

terms of the historic treaties, and certain rights to other traditional practices, such as 

berry picking, under constitutional law. It is important to understand that First Nations 

could seek to participate in any Alask� Pipeline Project process on the basis that such 

traditional uses and rights will be negatively impacted, even if they do not claim 

Aboriginal title rights. 

TransCanada makes the following statements with respect to the role of First 

Nations in land acquisition matters for the Project: 

• In Yukon, TransCanada's easement rights for the route, and "reservations

by notation" for compressor station sites, access roads, stockpiles and

borrow pits, discussed above, are "Encumbering Rights" within the

meaning of the Umbrella Final Agreement settling land claims in Yukon.

"Accordingly, these lands have been withdrawn from the First Nation

settlement process" and "cannot be eroded through ongoing discussions

regarding final agreements with individual Yukon First Nations"
(Application, p. 2.2-76 & 2.2 84).

_____ .,___ _____ _,; 

" See the website of lhe B.C. Treaty Commission: http://www.bctreaty,n,Vfilestupdates,pho . 
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In respect of B.C. and Alberta, TransCanada acknowledges that It will 

require an easement, predominantly on Crown land. "Agreements with 

First Nations to obtain access to lands are not required, although Foothills 

is required under the terms of its certificates of public convenience and 

necessity to consult with, provide opportunities to and address barriers 

impeding participation of First Nations" (Application, p. 2.2-76). 

Regarding B.C., TransCanada claims the route required for the pipeline is 

subject to Mineral Reserves and Map Reserves, which do not create legal 

Interests but give notice of intended use to all others. TransCanada 

further states that these Reserves "effectively remove · Provincial Crown 

land from settlement discussions with First Nations" (Application, p. 2.2-

85). 

In addition, TransCanada states "the Crown (federal or provincial) has an 

obligation to consult with and accommodate the interests of First Nations 

before taking further action to enable the Project to proceed" (Application, 

p. 2.2-76).

Based on the above, there are a number of issues that warrant consideration in 

the context of TransCanada's proposal. 

a. What are the Constitution's obligations Imposed on the Crown
agencies to consult with First Nations that are potentially
impacted by the proposed pipeline?

TransCanada correctly states in its Application that Crown agencies, both federal 

and provincial have an obligation to consult with and accommodate the interests of First 

Nations before taking action to enable the Project to proceed. Consultation is required 

where there is an assertion of an aboriginal right, either title or right to a traditional 

practice, which has not been proven at law, but could be impacted by a project requiring 

government action to proceed (Haida Nation v. British Columbia (Minister of Forests) 

2004 sec 73 ("Haida Nation")). Consultation is also required where known treaty 

rights, such as hunting and fishing under the historic treaties In Alberta, may be 
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impacted (Mikisew Cree First Nation v. Canad� (Minister of Canadian Heritage) 2005 

sec 69). The duty to consult rests with the Crown. However, the Supreme Court of 

Canada has provided that procedural aspects of consultation may, pe delegated from 

the Crown to a project proponent. 

The Supreme Court of Canada has held that the scope and content of the duty to 

consult varies along a spectrum, depending on the prima facle strength of the claim to 

the subject aboriginal right and the seriousness of impacts on that right if the project 

were allowed to proceed. If a claim to a right is weak and potential impacts limited, then 

consultation requires notice, disclosure of information, and limited discussion of 

aboriginal concerns. In contrast, if claims to a right are prims facie strong (or proven in 

the case of existing treaties) and impacts potentially severe, then "deep consultation, 

aimed at finding a satisfactory interim solution, may be · required ... entailing the 

opportunity to make submissions for consideration, formal participation in the decision­

making process, and provision of written reasons to show that Aboriginal concerns were 

considered and to reveal the impact they had on the decision" (Haida Nation, p. 43-54 ). 

To the extent that the Project will run in parallel to the existing right-of-way for the 

Alaska Highway, arid not in pristine wilderness areas, it would appear that impacts from 

the Project on aboriginal traditional practices and title will be comparatively lower, since 

these rights may already have been affected by the Alaska Highway. This would 

suggest that consultation duties along the portions of the Route next to the Highway 

should be lower than would otherwise be the case. However, we would cautlon that the 

relevant Governments and TransCanada would be taking a significant risk if they seek 

to minimize the level of consultation conducted. A conservative approach, erring on 

more versus less consultation, would clearly be preferred given the significant negative 

consequences associated with a finding that inadequate consultation had been done. 

Often, determining where a situation fits along the consultation spectrum is 

challenging. There has been considerable litigation in the last several years respecting 

the adequacy of Crown consultation provided to aboriginal groups, and recently a 

widespread practice has developed of project proponents reaching agreements with 

DMSl.tpl\061308'0000 I \2846649\/3 



- 56 -

First Nations in order to avoid litigation over Crown consultation. TransCanada is 

strictly correct, however, that the duty to consult does not provide an aboriginal group a 

veto over a project, since aboriginal agreement is not required for the Crown to acquit 

its consultation duty in advance of a project that may impact at:>0riginal rights (Haida 

Nation, p. 45). Moreover, consultation is a wo-way process, and the Courts have held 

that aboriginal groups must participate in good faith with the Crown (and the project 

proponent, when the Crown delegates aspects of consultation), or in essence forfeit 

their right to consultation. Notwithstanding, a failure to conduct adequate consultation Is 

a major concern and in our experience project proponents often have to work with the 

relevant Government bodies to ensure that they are ih fact adequately fulfilling their duty 

to consult. In the end result, it is the project proponent who will suffer (as their project 

would be delayed) even if it is the Govemment(s) that fail to fulfill their obligations. 

The duty to consult applies broadly to all government decisions that may impact 

aboriginal rights. This would include approvals for a project and dispositions of Crown 

land. The Courts, in the context of the Mackenzie Gas Project, have also held that the 

Government must consult respecting the design of a regulatory and environmental 

review for a project that may have significant Impacts on aboriginal rights, to ensure that 

aboriginal concerns are adequately reflected in the process (Dene Tha' First Nation v. 

Canada (Minister of Environment) 2006 FC 1354). As discussed herein, this authority 

will place considerable pressure on the federal Government to consult with aboriginal 

groups concerning the design of the regulatory process for the Project. There is also 

authority that once the environmental assessment process issues recommendation_s 

and proposed mitigative measures for a project, the Government must consult with First 

Nations that paniclpated in the environmental assessment prior to modifying 

recommendations and approving a project on this modified basis (Ka'a'Gee Tu First 

Nation v. Canada (Attorney General) 2007 FC 763). Consequently, when the regulatory 

review process for the Project (under YESAA, CEAA, or the NPA) issues 

recommendations, the Governments' response to these recommendations must be 

informed by further aboriginal consultation, where aboriginal rights are at stake. 
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Are these obligations impacted by the "rights", if any, 
previously acquired by TCPL? 

The prior issuance of Certificates to Foothills umder the NPA amd the securing of 

an easement through Yukon will have limited impact on the current content of the 

Crown's duty to consult. The case law provides that the consultation,duty is owed prior 

to any government decision that may impact an aboriginf.11 right. Given that multiple 

government decisions remain in respect of the Project, there will be a number of Crown 

decision points requiring consultation. These multiple decision points also give First 

Nations ample opportunities to challenge the adequacy of consultation during the 

stages of development of the Project, giving rise to the significant risk of litigation 

disct1ssed herein. As discussed below, the existing easement through the Yukon 

should arguably simplify, but does not eliminate, Crown consultation duties in Yukon. 

c. What is the legal process for securing access to land that Is
subject to First Nations ownership or land claims?

In Yukon, the Umbrella Final Agreement ("UFA") was reached In 1993 between 

the Government of Canada, the Government of Yukon and Yukon First Nations, as 

represented by the Council of Yukon First Nations ("CYFN"}. The UFA is not itself 

legally enforceable, but is a policy document providing a common template for 

completing First Nation Final Agreements. Yukon is home to 14 First Nations. To date, 

eleven of the 14 Yukon First Nations have signed and are implementing Final Land 

Claims Agreements. Each of the individual settlement agreements incorporates the 

UFA, giving its provisions legal effect In the settled traditional territories, along with 

provisions that apply specifically to individual First Nations, notably lands selection for 

First Nations ownership within broader traditional territories. Lands included in 

individual First Nations lands selections are categorized to include: Category A lands fer 

which the First Nations hold the equivalent of fee simple ownership to the surface and 

sub-surface; and, Category B lands for which they received surface rights only 

(collectively, "Settlement Lands"). Under Final Land Claims Agreements, Yukon First 

Nations are empowered: to enact bylaws for the use of and occupation of Settlement 

Land; to develop and administer land management programs related to Settlement 

Land; to charge rent or other fees for the use and occupation of Settlement Land; and, 
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to dispose of Settlement Land. In the first instance, First Nations' permission is required 

for commercial access to Settlement Lands. If agreement cannot be reached on terms 

and conditions for voluntary access, then a right-of-entry order can be sought from the 

Yukon Surface Rights Board. Chapter 8 of the UFA and the Final Land Claims 

Agreements sets out the jurisdiction of. the Yukon Surface Rights Board, requiring it, 

inter alia, to set reasonable terms and conditions for access and compensation. 

The UFA and each of the Final Land Claims Agreements provide at their 

respective sections 5.4.2 that Settlement Lands are subject to the exeeptlon and 

reservation of "any right, title or interest less than the entire fee simple therein existing 

at the date the land became Settlement Land ... ". The UFA and Final Agreements 

define such existing rights as "Encumbering Rights". On the basis of provision 5.4.2, 

we concur with TransCanada that the Yukon Easement granted to Foothills in 

November 1983, and discussed in detail above, is an "Encumbering Right" expressly 

carved out from any lands selected under Final Land Claims Agreer,ents for First 

Nations ownership. Consequently, even if the Easement. traverses Settlement Land, 

the agreement of relevant First Nations will not be required for access. Moreover, given 

the consistent policy of relying on the UFA as a template for all land claims in Yukon, 

the Easement, for so long as it remains valid, is effectively protected from any 

subsequent lands selection in unsettled areas. 

TransCanada also states that its "reservations by notation" for compressor 

station sites, access roads, stockpiles and borrow pits, discussed above are also 

"Encumbering Rights" within the meaning of the UFA and Final Land Claims 

Settlements. On a strict reading of section 5.4.2, we do not agree that reservations by 

notation would qualify as Encumbering Rights and thus necessarily be excluded from 

Settlement Lands. This is because reservations by notation do not create legal 

interests, but are purely for administrative purposes. Nonetheless, we have reviewed 

each of the Final Land Claims Agreements relevant to the Project in the Yukon and 

each, in addition to provision 5.4.2, contains the following express exception to lands 

selected under the Agreements (Appendix A, s. 3.2.11 ): 
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Parcels will be subject to the temporary access corridors, 
permanent access corridors and reservations by notation as 
shown in the Alaska Highway Gas Pipeline Project (Yukon 
Section) Route Maps, Revised 88- 07, prepared by( Foothills 
Pipe Lines (South Yukon) Ltd. as if those corridors and 
reservations Were reservations by notation for Northern 
Pipeline Agency within the meaning of 5.4.2 for the pui:poses 
of this Agreement and subject to the Northern Pipeline Act, 
R.S.C. 1985 c. N-26. 

The effect of this provision is to deem reservations by notation, as reflected in 

Foothills Route Maps Revised 88,-07, as "Encumbering Rights" under provision 5.4.2. 

Consequently, it appears that TransCanada is correct that locations In relation to 

compressor station sites, access roads, stockpiles and borrow pits have been excluded 

from Settlement Lands to date and thus First Nation agreement is not required for 

access. Given the consistent practice of excluding these locations from Settlement 

Lands to date, it also seems reasonable to expect that locations in Yukon subject to 

existing reservations by notation for the Project would be excluded from lands selection 

under any future final settlement agreements. 

In sum, TransCanada's Yukon Easement and ancillary pipeline locations 

reserved by notation are excluded from Settlement Lands under existing Yukon Final 

Land Claims Agreements, and would most Jikely be excluded from any future 

agreements. Three additional points are, however, required in relation to aboriginal 

land issues raised by the Project in Yukon.82

a A fourth proviso Is mentioned here for completeness. Provision 5.6.10 of the UFA and exlsUng Final Agreements states that: 

If Legislatloo is amended to authorize Government to Increase the term permitted for an Encumbering Right, Government 

shall not Increase the term of that Encumbering Right pursuant to that amendment without the prior consent of the 
affected Yukon Flrst NaUon. 

As the detalled discussion of lhe Yukon Easement above explalns, under the Easemenl Agreement It Is posslble that the Easement 

could terminate on September 20, 2012 lf Foothills does not give prior noUce to extend the Agreement °' if the rights under the 
Easement did not •continue to be exercised by", I.e. actively uUlized by Foothills. If thl!: were to occur, then the question would 

become whether the Federal Government could, of Its own inlUatlve, extend the term of the Easement In our view, the Governor In 

Council has broad discretion to do so under s. 37(1) of the NPA. and this would not require an amendment to "legislation•. NPA s. 

37(1) provides: 

37. (1) If the Governor In Council ls of the opinion that lands In Yukon are required temporarily or otherwise for
the construction, maintenance or operation of the pipeline Including, without limiting the generality of the
foregoing, lands required for camps, roads and other related works, the Govemor In Council may, by order,
after consultation with the member of the Executive Council of Yukon who Is responsible for the lands, take the
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First, if the Project route differs from the Easement Agreemeht of 1983, or If 

ancillary Project lmcations, i.e. for access roads, differ from those under reservations by 

notation reflected in Foothills Route Maps Revised 88-07, and TransCanada requires 

access for the Project on Settlement Lands, then access agreements will be required 

with relevant First Nations, or resort had to the Yukon Surface Rights Board, potentially 

adding to the time required for acquiring Yukon land rights. 

Second, although Yukon First Nations with Final Land Claims Agreements 

cannot ciaim ownership of the Project Easement and ancillary sites subject to 

reservation by notation, the Crown will nonetheless have a duty to consult with these 

groups in relation to the Project. Under Chapter 16 of the Final Land Claims 

Agreements, First Nations members continue to enjoy certain rights within their 

traditional territory, but off Settlement Lands, notably a right to hunt and fish for 

subsistence. The Courts have held that the Crown's duty to consult applies to these 

rights (Little Salmon/Carmacks First Nation v. Yukon (Minister of Energy, Mines and 

Resources) [2007] 3 C.N.L.R. 42). Consequently, when a Government decision 

respecting the Project may impact rights to hunt and fish, notably the Issuance of land 

use permits for the Project by Yukon, the duty to consult will be engaged, no doubt 

extending the time for Government to make requisite decisions. It appears that the 

Yukon Government has formalized consultation protocols with all the First Nations along 

the route, specifying inter a/ia, requirements for convening consultation meetings, which 

will provide an administrative basis for conducting consultation for the Project. 

Third, with respect to the White River First Nation and Kaska Nation, whose land 

claims remain unsettled, a robust consultation process will be required, to Identify their 

interests and assess Project Impacts thereupon, and to accommodate their concerns to 

the extent possible. In the absence of Final Agreements with these two groups, 

consultation will be more complex than with other Yukon First Nations, since locations 

administration and control of them from tho Commissioner and transfer the administration of those lands to the 
Minister. 

However, If, unexpectedly, a legislative amendment were hold to bo required to extend the term of the Easement, then pursuant to 

provision 5.6. to of the UFA and Final Agreements, the agreement of First Nations with Settlement Lands, traversed by the Project 

would be requfred. If this were not forthcoming, then presumably a new easement across Settlement Lands would have to be 

negotiated with First Nations, or resort had to the Yukon Surface Rights Board. 
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where aboriginal ownership of land continue, and the parameters of traditional rights to 

hunt and fish, for example, will not be as clear. Failure on the part of the federal and 

territorial Crown to rigorously consult these two groups may be seen to invite litigation. 

Based on the experience of the Mackenzie Gas Project, It is aboriginal groups without 

Final Agreements that tend to be the most litigious, presumably because litigation gives 

them leverage in their protracted negotiations toward final settlements. 

This same general point can be made with respect to B.C., where as noted, land 

claims have not been settled ·along the route of the Project. It will be necessary for the 

federal and provincial Crowns to engage relevant B.C. First Nations in a rigorous 

consultation process, covering all potential government decision points required to 

advance the Project. It appears that this consultation process will likely have to be 

designed on an ad hoc basis. The B.C. Government is currently negotiating with First 

Nations leaders for a comprehensive policy setting out standard approaches to Crown 

consultation in the Province. These negotiations, dubbed the "New Relationship", have 

however been moving slowly,83 and based on our research do not appear anywhere 

near completion. 

Certain administrative· processes in B.C. already contemplate consultation with 

First Nations. For example, prior to the issuance of Crown land for energy projects, 

pursuant to the regulatory process under the Land Act discussed above, the Crown, as 

a matter of course consults with potentially affected First Nations (Land Use Operational 

Policy, Oil and Gas, Crown Land Administration Division, Ministry of Agriculture and 

Lands, Effective August 16, 2004, www.al.gov.bc.ca/clad/leg_policies/policies/oil_gas.pdf). 

The challenge for TransCanada will be to minimize the risk of litigation, by ensuring that 

the federal and provincial Crowns adequately consult at all decision points where Courts 

may expect aboriginal consultation. This will be an onerous process, potentially adding 

materially to the time required to secure all approvals and land dispositions for the 

Project in B.C. 

a See for example, First Natlon Consultation and Accommodatlon: A Business Perspective, submission to The New Relationship 
Management Committee from the B.C. Chamber of Commerce, January 19, 2007, 

www.bcchamber.org1fi1es,ppf1first Nation consunauon Paper-A BusJness Persoective,pdf. 
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Note that we have considered TransCanada's claim that because the Project 

route is subject to Mineral Reserves and Map Reserves, lands required for the' Project 

are "effectively" removed from settlement discussions with First Nations (Application, p. 

2.2-85). In our view, this is not correct. As. discussed above, Mineral Reserves and 

Map Reserves are administrative tools highlighting intended uses of Crown surface and 

sub-surface tracts, prior to actual dispositions. They do not create legal Interests. 

Rather, it Is a matter of Government discretion. In fairness, is seems highly unlikely that 

the Government would offer Crown land that is . required by the Project as part of 

aboriginal settlement negotiations. However, it is also not inconceivable that 'detailed 

routing may have to be adjusted to avoid particular locations where First Nations make 

strong claims for ownership. The consultation process required In B.C. will create the 

to-um for identifying such First Nations concerns. 

In Alberta, because treaties are settled, there will be considerably less 

uncertainty respecting what aboriginal rights remain and may be impacted by the 

Project, as compared to B.C. However, First Nations enjoy hunting and fishing rights 

pursuant to the terms of the historic treaties in undisturbed areas of the Province and 

certain rights to other traditional practices, such as berry picking, under constitutional 

raw. To the extent the Project may impact these rights, the Crown's duty to consult is 

engaged. Consequently, a prudent course would be for the federal and provincial 

Crowns to engage relevant First Nations in a robust consultation process, covering all 

potential government decision points required to advance the Project in Alberta. 

Apministratively, the Government of Alberta conducts aboriginal consultation 

under the guidance of its First Nations Consultation Guidelines, issued September 

2006. The Guidelines set out standard procedures for various branches of Government 

upon receipt · of applications that may impact aboriginal rights, including Alberta 

Sustainable Resource Development-charged with issuing pipeline easements on 

Crown land. While the Guidelines offer a framework for consultation, project 

proponents must ensure that actual consultation meets legal standards. For example, 

the Guidelines tend to extensively delegate consultation to project proponents. 
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lncreasingly, F:irst Nations are arguing that due to the degree of delegation, the Alberta 

Crown has failed to consult adequately. 

6. North American Free Trade Agreement ("NAFTA")

NAFTA did not exist at tt,e time the NPA approvals were granted to 

TransCanada and the NPA was not grandfathered under NAFTA. It Is possible that 

certain NAFT A issues could arise which would potentially cause significant delays to the 

advancement of the pipeline proposal. It is worthwhile noting that the above referenced 

Joint Alliance/Enbridge submission expressly raises NAFTA issues as an area of 

concern. As such, it is apparent that these parties, and likely others, are attuned to this 

basis for challenging a TransCanada Application under the NPA. 

As stated, the NPA was not grandfathered with the passing of the continent wide 

free trade agreement. Therefore, having regard to the current context in which the NPA 

must operate, the issue arising with respect to ttie TransCanada Application is whether 

the provisions of NAFT A could impact the operation of, and thereby TransCanada's 

reliance on, the NPA. Further, assuming that a challenge was brought in respect of 

whether the NPA is inconsistent with NAFTA, an issue arises regarding whether such a 

challenge could impact the timing of the TransCanad� proposal. While we have not 

made a definitive determination as to whether the NPA is inconsistent with NAFTA, it is 

our view that there is a risk that a challenge could be brought on the basis that the NPA 

is not consistent with NAFT A. In a submission by Enbridge and Alliance, Facts about 

the Alaska-Canada Natural Gas Pipeline, these parties state: 

Fact: The NPA preceded the NAFTA by many years, and 
was not grandfathered under NAFTA. 

Fact: If the NPA process were to result in preferences for 
the use of Canadian goods and services, those preferences 
may be in conflict with Canada's NAFT A and WTO 
obligations. 

Conclusion: If the federal government confirms the NPA 
project on the basis of purported exclusive rights granted to 
TransCanada/Foothills, any NAFTA Investor willing to 
compete for the right to build the pipeline may have a claim 
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for damages against the federal government If not given a 
fair opportunity to compete.

84

Moreover, we note that NAFT A is not specifically identified in the TransCanada 

Project Key Risk Assessment and Mitigation chart provided in Section 2. 7 of the 

TransCanada Application. As such there is a risk that any such challenge to the NPA 

could delay the TransCanada project schedule. The Impact of this timing delay would 

ultimately depend on the basis for the NAFTA challenge, when the NAFTA challenge is 

brought, and the avenue pursuant to which the challenge is sought to be resolved. Of 

particular interest with respect to the TransCanada Application are Chapters 11 and 12 

of NAFT A. The obligations of a NAFT A member apply to investments, investors and to 

goods and services providers, pursuant to Chapters 11 and 12 of NAFTA. 

One of the underlying principles of NAFTA is non-discrimination. Two 

fundamental principles of non-discrimination Implemented by the NAFT A are the 

requirements for "national treatment'' and the application of most-favoured nations 

treatment, as noted in the preamble to NAFT A 102. National treatment requires that a 

member nation such as Canada treat investors and Investments, and goods or service 

providers, of other member nations no less favorably than its own. 85 That is, rules 

cannot be structured so as to favour local companies, and rules cannot interfere with 

the conduct of an investment, including the requirement for the purchase of local 

materials or services. The concept of most-favoured nations requires that a NAFTA 

country give to other NAFT A members the best treatment that may be given by the 

NAFTA country to other NAFTA members or to non-NAFTA members. Questions could 

.. �lmllarly, In a Staff Report of the Federal Energy Regulatory Commission (January 18, 2001): United States Senate Committee 
on Energy and Natural Resources - Alaska Natural Gas Transportation Act, the FERC Itself raised NAFTA stating v.ith respect to 
lntematlonal consideration: "The 1979 Agreement Between the United States of America and Canada on Prlndples Applicable to a 
Northern Natural Gas Pipeline, ... specifies the route of the ANGTS and contains numerous conditions applicable to the systsm. . .. 
To the extent that particular proposals either favour or disfavour transportation of either American or canadlan gas supplies, the 
provisions of the U.S.-Canada Free Trade Agreement and the Northern American Free Trade Agreement might be relevant• 
15 The United Stales of America and Canada Agreement Concerning Transit Pipelines (In force 1 October 1977) (the "Transit
Treaty"), also appears to prohibit discriminatory treatment In respect of a Transit Plpellne or hydrocarbons In transit For example, 
Article 3 of the Transit Treaty precludes a publlc authority in either Canada or the United States from Imposing any fee, duty, tax or 
other monetary charge on or for the use of any Transit Pipeline unless the charge would also apply to other similar plpefines within 
Its Jurisdiction. Similarly, Article IV (2) requires that all regulations, requirements, terms and conditions Imposed v.ilh respect to 
Transit Plpefines and the transmission of hydrocarbons through a Transit Pipeline shall, under substantially similar drmnstinces 
v.ilh respect to all hydrocarbons transmitted In slmllar pipelines, excepUng lntra-provlnclal end Intra-state pipelines, be applied 
equally to all persons and In the same manner. 
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arise regarding whether the existing requirements of the NPA are consistent with the 

above provisions. 

We note that NAFTA 1108 permitted the Parties to NAFTA to make reservations 

and exceptions from the provisions of NAFT A to identify circumstances where existing 

non-conforming measures were maintained by a Party at the federal level. Notably, 

Canada did not make a reservation in Annex I to the NAFT A with respect to the NPA.

As a NAFT A country, Canada must extend to investors and investments of other 

NAFTA countries national treatment with respect to the establishment, acquisition, 

expansion, management, conduct or operation of investments.86 In this regard, NAFTA

1102: National Treatment states: 

1. Each Party shall accord to investors of another Party
treatment no less favourable than that It accords, In
like circumstances, to its own investors with respect to
the establishment, acquisition, expansion,
management, conduct, operation, and sale or other
disposition of investments.

2. Each Party shall accord to investments of investors of
another Party treatment no less favourable than that it
accords, in lil�e circumstances, to investments of its
own investors with respect to the establishment,
acquisition, expansion, management, conduct,
operation, and sale of other disposition of
investments.

NAFT A 1103 imposes the most-favoured nation ("MFN") obligation on Canada, 

requiring that Canada treat investors of other NAFT A countries no less favourably than 

It treats any investor of a NAFTA or non-NAFT A country. 87 NAFT A 1103: Most­

Favoured-Nation Treatment provides as follows:88

1. Each Party shall accord to investors of another Party
treatment no less favourable than that it accords, in
like circumstances, to investors of any other Party or

----------

.. NAFTA 1102. 
17 NAFTA requires a Party to acc:ord lo Investors of another Party and to Investments of Investors of another Party the better 
treatment requlrad by Artldas 1102 and 1103. 
18 Pursuant to Annex IV, Canada took an exception to the MFN treatment In respect of bilateral or multilateral agreements In force or 
signed prior to the entry Into force of NAFT A. 
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of a non-Party with respect to the establishment, 
acquisition, expansion, management, conduct, 
operation, and sale or other disposition of 
investments. 

Each Party shall accord to investments of investors of 
another Party treatment no less favourable than that it 
accords, in like circumstances, to investments of 
investors of any other Party or of a non-Party with 
respect to the establishment, acquisition, expansion, 
management, conduct, operation, and sale or other 
dispositions of investments. 

Further, NAFT A 1106 imposes performance requirements with respect to the 

establishment, acquisition, expansion, management, conduct or operation of an 

investment of an investor of a Party In its territory. In this regard, NAFT A 1106 prohibits 

the imposition or enforcement of certain performance requirements, Including the 

following: 

(I) to export a given level of goods or services;

(ii) to purchase, use or accord a preference to goods
produced or services provided in its territory, or to
purchase goods or services from persons In Its
territory.89

Therefore, treatment that favours locals over foreigners that in some form harms 

the foreigner could be the basis for a claim against NAFT A. 

Although NAFT A 1106(6) provides an exception for measur�s that are necessary 

to secure compliance with laws and regulations that are not inconsistent with the 

provisions of NAFT A, as long as such measures are not applied in an arbitrary or 

unjustifiable manner or do not constitute a disguised restriction or, international trade or 

investment,90 it is arguable that such an exception is not applicable to the circumstances

considered herein. 

• NAFTA 1106(1)(c). This provision of NAFTA ls the basis for a Notice of Intent to Submit a Claim to Arbitration Under NAFTA
Chapter Eleven, brought by Mobil Investments Canada Inc.
'° NAFTA 1106(6) also provides an exception for measures necessary to protect human, animal or plant life or health or necessary 

for the conservation of living or non-living exhaustible natural-resources. 
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NAFT A also imposes requirements with respect to the provision of "cross-border 

services" pursuant to Chapter 12 of NAFTA . The cross-border provision of a service Is 

defined in NAFTA 1213 as follows: 

... means the provision of a service: 

(a) 

(b) 

(c) 

from the territory of a Party into the territory of another 
Party; 

in the territory of a Party by a person of that Party to a 
person of another Party; or 

by a national of a Party in the territory of another 
Party.s1 

NAFT A Chapter 12 also imposes "national treatment" and "most-favoured 

nations" requirements on member nations. NAFT A 1202 requires the following national 

treatment: 

1. Each Party shall accord to service providers of
another Party treatment no less favourable than that it
accords, In like circumstances, to Its own service
providers.

2. The treatment accorded by a Party under paragraph 1
means, with respect to a state or province, treatment
no less favourable than the most favourable treatment
accorded, in like circumstances, by that state or
province to service providers of the Party of which it
forms a part.

Further, NAFT A 1203 requires a NAFT A country to extend the most-favoureLI 

nation treatment to service providers of other NAFTA Parties. NAFTA 1203 provides as 

follows: 

Each Party shall accord to service providers of another Party 
treatment no less favourable than that it accords, In like 

81 NAFTA provisions respecting services apply generally to the provision or services, except for financial services covered by
NAFTA 14; enumerated air services; procurement by a Party or state enterprise; subsidies or grants provided by a Party or state 
enterprise. 
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circumstances, to service providers of any other Party or of a 
non-Party.92 

In our view, arguments could be advanced that certain provisions of the NPA, 

including those contained in the Agreement which is appended to the NPA, are 

inconsistent with the provisions c-f NAFTA. Further, arguments exist that the provisions 

of the NPA which require Canadian participation, and indeed maximum participation of 

Canadians, are contrary to the NAFT A provisions requiring national treatment in respect 

of both investors and cross-border trade In services. 

While arguments exist to suggest that the NPA Is contrary to NAFT A 

requirements, it is also arguable that the NPA does not provide any qdvantage to 

Canadian nationals, in·. estments or investors, or goods and services, and that what the 

NPA requires is that goods and services be procured on a generally competitive basis, 

without exclusion of any NAFT A members. For example, while the purposes of NAFT A 

set forth in Section 4 of the legislation do support the "highest possible degree of 

Canadian participation", the legislation also arguably requires that the procurement of 

goods and services be "on generally competitive terms". Arguably, the requirement for 

competitive terms is not to the exclusion of investors or enterprises of other member 

nations. 

Similar wording respecting the requirement for competitive terms is found in the 

Agreement between Canada and the United States. That is, while part of the preamble 

requires the maximization of industrial benefits to the United States and Canada, 

Section 7 requires the adoption of "generally competitive terms for the supply of goods 

and services". Arguably, such is not to the exclusion of investors or enterprises of other 

member nations. 

Further, while the Terms and Conditions imposed by Schedule Ill to the NPA on 

the Certificates granted pursuant to Section 21 of the NPA require Canadian 

participation, it is debatable whether such provisions provide an advantage to Canadian 

participation. Indeed, Section 10 which requires the establishment of a procurement 

a NAFTA requires a Party to accord to service providers of another Party the better treatment required by Articles 1202 and 1203: 

NAFTA 1204. 
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program does not require Canadian participation to the excluslon of others NAFT A 

members. Rather, the provision requires that Canadians have a ''fair and competitive 

oppartunity to parti€ipate in the supply of goods and services." The requirement for 

Canadiahs to have a fair opportunity to participate does not appear to violate the 

NAFT A requirements. 

Further, the above cited passage from the submission maqe by Enbridge and 

Alliance suggests that arguments could be made that NAFTA investors who are not 

provided a fair opportunity to compete for the project may have a basis for a NAFTA 

claim. The fact that Foothills was issued the Certificates pursuant to the NPA does not 

in itself suggest that Foothills was preferred over other Investors or that others were not 

provided a fair opportunity to compete for the pipeline. Indeed, the Certificates were 

issued to Foothills after a lengthy regulatory process, .Pursuant to which other parties 

had an opportunity to participate and present competing proposals. However, it is not 

clear that such a public process would necessarily preclude a current NAFTA challenge 

if the Canadian Government took measures to preclude consideration of other 

proposals, such as a Greenfield option that parties proposed pursuant to a NEB 

process. 

While no final determination is made herein with respect to whether the NPA is 

inconsistent with the NAFTA provisions, in our view, the NAFTA provides another 

ground for dispute for interested parties that could result in a delay to the construction 

and operation of the TransCanada proposal. Of interest is the fact that the joint 

submission, dated April, 2005, made by Alliance Pipeline and Enbridge Inc. and the 

FERC Staff Report cited above regarding the Project expressly raised NAFTA issues. 

In our view, this is indicative of the fact that parties are aware of this ground of dispute 

and could seek to make use of NAFTA as a basis for challenging TransCanada's 

Application under the NPA. 

7. Alberta Component of the Overall Project

TransCanada's Application is unclear with respect to the precise facilities that will 

be utilized to transport the Alaskan based gas once it reaches me B.C./Alberta border. 
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While TransCanada identifies certain benefits associated with the use of Transportation 

by Others, it appears that these comments are made solely in the context of using 

TransCanada's "Alberta System". In our view, it is likely that certain other pipeline 

carriers, including Alliance and Spectra, will argue that excess capacity (or inexpensive 

expansibility) on existing pipelines should be used for transportation of Alaskan based 

natural gas. The information filed In the ongoing Alberta Inquiry into NGL matters, as 

well as a recently released report by the Canadian Energy Research Institute, forecast 

that existing pipelines will have significant excess capacity by the time the Project is 

proposed to be in-service. Should TransCanada demonstrate a willingness to work 

jointly with third party carriers, it may be able to reduce the Impacts associated with 

debates that would likely otherwise ensue. To the extent that TransCanada would be 

relying upon NEB or Alberta Utilities Commission approved facilities in Alberta (versus 

pursuant to the NPA} there will be a ready forum for such a debate. 

8. Acquisition of Land Rights

Subject to the issues discussed below, It appears that TransCanada has 

obtained an "easement" across the Yukon. The same does not appear to be the 

situation with respect to both British Columbia and Alberta, where TransCanada does 

not have any secure rights to the necessary rights-of-way across these two Provinces. 

The acquisition of such rights could take a considerable amount of time; and provide 

leverage to affected stakeholders. While the NPA approvals would clearly give 

TransCanada an advantage over any third party pipeline proposal, particularly in the 

Yukon, the completion of the required land acquisition process could create material 

delays. Based on its AGIA Application, the precise manner in which TransCanada 

proposes to handle outstanding land acquisition matters is unclear. A number of 

specific matters are discussed below. 

a. Validity of TransCanada's Assessment of Its Land Rights in
the Yukon

As discussed above, TransCanada's Application asserts that an easement has 

been acquired across Yukon lands for purposes of the Project and further, that certain 

lands have been reserved by virtue of "reservations by notation". The following sections 
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provide additional detail on the status of the easement and 'the reservations by notation 

In respect of required land rights for the Project through the Yukon, given the 

Importance of these matters. 

(i) The Yukon Easement

By written grant dated November 28, 1983, Her Majesty the Queen in right of 

Canada granted to Foothills Pipe Lines (South Yukon) Ltd. ("Foothills") an easement to 

lay down, construct, operate, maintain, inspect, patrol (including aerial patrol), alter, 

remove, replace, reconstruct and repair a gas pipeline across the lands which are 

shown in the plans, profiles and books of reference (the "Easement") as certified by the 

Designated Officer of the Northern Pipeline Agency. 

The grant of Easement was expressly made subject to the terms of a November 

24, 1983 Agreement as between Her Majesty and Foothills, as amended (the 

"Agreement"). Pursuant to the Agreement, Foothills agreed to pay an annual fee to Her 

Majesty for the right within the right of way to enter upon and clear and lay down, 

construct, operate, maintain, inspect, patrol (including aerial patrol), alter, rerr,ove, 

replace, reconstruct and repair the pipeline (the "Rights"). These Rights are subject to 

(1) the payment by Foothills of the annual fee and (2) any rights previously granted with

respect to the lands which are the subject of the Easement.93 Foothills agreed pursuant

to the terms of the Agreement that it would not exercise its Rights under the Easement

without first having obtained the Minister's written consent to do so (the "Section 1

Consent"). Based on the information available, it does not appear that the Section 1

Consent has been obtained from the Minister at this time.94 Notwithstanding, we are not

aware of any reason that would prevent TransCanada from fulfilling the requirements to

obtain the necessary consent.

Based on our review of publicly available documentation, Foothills does appear 

to hold an easement in the Yukon which it has held since November 28, 1983. The 

Easement appears to be in the name of "Foothills Pipe Lines (South Yukon) Ltd.", rather 

than being held on Foothills' behalf by the NP Agency, as suggested by TransCanada. 

11 See page 2 of the Agreemenl
"The Minister Cl.lrrently responsible for the Northern Pipeline Agency Is The Honourable Gary Lunn, P .C., M.P. 
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Note that while the Certificate of Title 84Y726 dated July 6, 1984 in respect of the 

Easement does not st'OW any "previously granted rights", we have not at this time 

undertaken a detailed a1alysis of the certificates of title In relation to the lands which are 

the subject of the Easement across the Yukon to assess whether these lands may be 

subject to any "rights previously granted". 

The fact that Foothills has not received the Section 1 Consent may be important 

for purposes of assessing the term for the Easement. The Initial term for the Easement 

was for a 25 year period from November 28, 1983 (I.e. to November 27, 2008). 

However, this initial term was subsequently extended by i:3greement dated November 4, 

1992 to 25 years from either the date that the Minister provides Section 1 Consent .Q[ 

September 20, 2012, whichever first occurs. The Easement would then continue at .. 

Foothills' option for 24 years, provided that (1) notice to extend is given at least 6 

months prior to the end of the 25 year term and (2) the rights under the easement 

"continue to be exercised by" Foothills. Under the terms, therefore, it is possible that 

the Easement and all rights, licenses, liberties and privileges granted thereunder could 

terminate on September 20, 2012 if Foothills does not give notice to extend, Section 1 

consent is not given, or if the rights under the Easement did not "continue to be 

exercised by" Foothills.95

Notably, the Easement granted to Foothills is In relation to the following lands: 

Those lands vested In [Her Majesty the Queen] in right of 
Canada in the Yukon Territory, comprising 18,407 hectares, 
more or less, as t. 1own on the copies of the plans1 profiles 
and books of reference certified by the Designated Officer of 
the Northern Pipeline Agency pursuant to subsection 6(2) of 
the Northern Pipeline Act and provided to the member of Our 
Privy Council for Canada, designated to act as the Minister 
for the purposes of that Act, by the grantee pursuant to the 
provisions of subsection 37(2) of the said Act, a copy of 
which plans, profiles and books of reference has been filed 
in The Land Titles Office at the City of Whitehorse in the 
Yukon Territory as Instrument No. 67550. 

15 The Minister may terminate the �asement i( tne Agreement Between Canada and the United Sia/as of Americe on Principles 

Applicable to s Northam Natural Gas Pipeline Is terminated prior to the date on which the Section 1 Consent Is given. 
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[Emphasis added.] 

We have been unable to obtain from Yukon Land Titles offices all of the plans, 

profiles and books of reference certified by the Designated Officer. Therefore, we have 

not been able to confirm whether the plans, profiles and book of reference certified by 

the Designated Officer conform to the current route proposed in the TransCanada 

Application. Should TransCanada's currently proposed route deviate from that certified 

by the Designated Officer, TransCanada would require additional land rights In the 

Yukon. This requirement could delay the construction and operation of the pipeline. 

We observe that the initial section of the plans, profiles and books of reference 

show the pipeline entering Into the Yukon through Beaver Creek. The NPA and the 

Agreement describe the route through Boundary and Border City, Alaska. The 

implications of this discrepancy have not been examined at this point. Further 

information in the form of the plans, profiles and books of reference, and Certificates of 

Trtle subject to the Easement, would be beneficial in further assessing the validity of 

TransCanada's claims in this regard. 

b. Reservations by Notation

As discussed above, the TransCanada Application states that certain lands have 

been reserved for the purposes of the Project by virtue of "reservations by notation". 

We have been unable to find reference to "reservations by notation" in land documents 

of the Yukon in order to assess the status or nature of such "reservations by notation". 

However, it appears that a "reservation by notation" Is essentially the same as a 

•map notation", which reserves certain lands for a particular purpose. No legal

documentation o; rights are granted pursuant thereto. Notwithstanding, to the extent 

therefore, that lands required for compressor station sites, access roads, stockpiles and 

borrow pits in respec·.: of the Project are subject to a map reserve, or a "reservation by 

notation", TransCanada's assertion that such lands have been reserved for the Project, 

may be accuratn. 
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The TransCanada Application, as well as a slide presentation by TransCanada in 

April 2007,96 suggest that the "reservations by notation" are held by the NP Agency, 

rather than Foothills or any other Government department. We have not been able to 

confirm that the NP Agency, in fact, holds reservations by notation In respect of these 

lands. Interestingly, we understand that the policy of the Lands Branch is to grant 

reservations only to Government. As the NP Agency is an agency of the Canadian 

Federal Government, it is possible that the NP Agency would hold a land tenure other 

than � "reservation by notation", such as a lease or other form of land tenure in respect 

of the lands required for compressor station sites, access roads, stockpiles and borrow 

pits. However, this is not clear from the information available at this time. In our view, 

further investigation Is required in order to confirm the current status of the asserted 

reservations by notation. 

Finally, TransCanada acknowledges that land use permits will still be required for 

use of the lands which are subject to the reservation by notation.97 The key point to 

understand is that these reservations by notation do not provide any legal entitlements 

to Foothills. Access to vacant Crown land in the Yukon requires that an application be 

made to the Yukon Government - Lands Branch, which regulates land use peMlltting.98 

Further, in addition to the Land Use permits, Section 4 of the Agreement requires 

Foothills to consult with Her Majesty as to the appropriate location for above ground 

facilities. It is not clear whether such consultatio1: has taken place between Her Majesty 

and Foothills with respect to the location of such facilities, or the location of the 

corresponding reservations by notation, and therefore it is not clear whether locations 

for compressor station sites, access roads, stockpiles and borrow pits have actually 

been finalized between Foothills and the Minister. 

'° State of Alaska - Senate Judldal)'/House Resources Testmony (April 13/14, 2007). 
v, Section 2.2, Development Plan, Section 2.2.4.2, page 2.2·84. The Yukon Govemment Lands Branch regulates land use 
permlttlng for a variety of uses, including site clearing or earth works: constructing new roads, trails, or access; clearing or lnstalfing 
uUllty rights-of-way, or t.1>nducting gee-technical or hydrological studies. Land use Is regulated pursuant to the Territorial Land 
(Yukon) Act, S.Y. 2003, and associated regulations. 
" Prior to April 1, 2003, land management In the Yukon was handled by the federal Department of Indian and Northern Affairs. 
These responslblllUes have nr:IN been transferred to the Yukon Government 
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If private lands are required by Foothills in the YI.Ikon, the Yukon Surface Rights 

Board has the jurisdiction to consider unresolved matters In relation to Yukon lands and 

may provide an avenue pursuant to which disputes about access on Yukon lands can 

be resolved.99 We have net further assessed this option as the TransCanada

Application does not make reference to the need for privately held lands In the Yukon. 

In conclusion, the status of the reservations by n·otatlon is not clear. Assuming 

that certain lands have been reserved pursuant to "reservations by notation", the 

reservations may provide a timing advantage to TransCanada, to the extent that such 

reservations would preclude overlapping interests and delineate locations for such 

facilities or access roads. However, the reservations do not appear to provide to 

Foothills any legal interest in the subject lands or any significant timing advantage. 

TransCanada will still need to proceed with acquiring land rights and other approvals, 

including land use permits, that could result in timing delays.100

c. Validity of TransCanada's Assessment of Its Land Rights In
British Columbia

The TransCanada Application notes that it will need to obtain rights to Crown and 

privately held lands in British Columbia.101 The Application states:

There is a map reserve 1640 yards wide held in the name of 
Foothills Pipe Lines Ltd.102

As well, the Application states: 103

All Provincial Crown land required for the pipeline is subject 
to Mineral Reserves under the provincial Mineral Act and the 
Mining (Placer) Act, and Map Reserves under the Land 

• vukon Surface Rights Board Act, S.Y. 1994, c. 43, c. Y-4.3. 
* While TransCanada acknowledges the need for a land use permit, there are several other permits that would potentially be.
"9QUlred for purposes of constructing and operating the APP: work within right of way permit Issued by Department of Highways;
explosives storage Issued by Natural Resources Canada; transport of dangerous goods lssu11d by Department of Highways; waste 
storage approvals; Umber cutting; permits and authorizations for quarries. 
1D1 Executive Summary, page 12: Section 2.2, Development Plan, Section 2.2.4.2, page 2.2-85. 
• Project Description, page 2.1-9. 
0 Development Plan, page 2.2-84 to 85. 
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Act.104 While neither instrument creates a legal inter,est in 
Foothills, the effect is to give notice of Intended use to all 
others and effectively removes Provincial Crown land from 
settlement discussions with First Nations. 

To perfect its interest in Provincial Crown land Foothills will 
require a License of Occupation under the Land Act. 

With respect to the required rights across Crown land in B.C., the TransCanada 

Application states that a license of occupation will be required under the Land Act,

R.S.B.C. 1996, c. 245. Section 39 of the Land Act in British Columbia states that the 

Minister "may issue a license to occupy and use Crown land called a license of 

occupation, subject to the terms and reservations the Minister considers advisable." In 

our view, Foothills will not only require a License of Occupation entitling it to occupy 

Provincial Crown land, but may also require a right of way/easement over such lands, 

pursuant to Section 40 of the Land Act. Notably, any person may object to the 

application for a Crown land disposition at any tlmr.: before a disposition is made.105 

Further, after a hearing into such objection, an 61ppeal may be taken to the B.C. 

Supreme Court and then to the B.C. Court of Appeal with leave of a justice of the Court 

of Appeal, all of which could extend any time frame for obtaining a Crown disposition in 

British Columbia. 

The TransCanada Application states that all Provincial Crown land required for 

the Project is subject to Mineral Reserves under the Mineral Act and the Mining (Placer)

Act, and Map Reserves under the Land Act. However, the TransCanada Application 

acknowledges that neither the Mineral Reserves nor the Map Reserves creates a legal 

interest in Foothills. Rather, TransCanada states that the effect of these Reserves is "to 

give notice of intended use to all others".106 As such, the· required land rights will still 

need to be acquired. 

'°' The footnote as found In the Application states: Order In Council No. 922, B.C. Regulation 100/1977 and order In Council No. 

923, B.C., Regulation 101/1977, made under 1ne Mineral Act R.S.B.C. 1960, c. 244, s. 12(5) as amended (repealed and replaced by 

the Mfneral Tenure Act R.S.B.C., c. 292); Placer Mining Act, S.B.C. 1974, c. 63, s.13 as amended (repealed and replaced by the 

Miners( Tenure Act R.S.B.C. 1996, c. 292). Notwithstanding the repeal or (sic) both the Mlneraf Act and the Pfacer Mining Act, the 

mineral reserves created by the above referenced Orders in Council remain In full force and effect through 22(3) of the Mineral 

Tenure Act .. 
1115 Section 63, Lend Act. 
1011 Sectlon 2.2, Development Plan, Section 2.2.4.2, page 2.2-85. 
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d. Valldity of TransCanada's Assessment of Its Land Rights In
Alberta

The TransCanada Application acknowledges that Foothills wlll require land rights 

in Alberta across both Provincial Crown lands and privately held lands for purposes of 

the construction and operation of the Project in Alberta.
107 The Application states:

Both Provincial Crown (65-75%) and privately held (35-25%) 
lands are required to construct and operate the pipeline in 
Alberta. Foothills holds a Consultative Notation with respect 
to Provincial Crown lands. While this does not establish any 
furm of legal tenure it does identify a pipeline corridor and 
provides Foothills with the opportunity to review and 
comment upon any conflicting proposed development near

that corridor. 

To secure land tenure with respect to Provincial Crown 
lands, Foothills will be required to enter into a Pipeline 
Agreement (right-of-way) or a Pipeline Installation Lease 
(other pipeline facilities) under the Public Lands Act.

As the route that would be followed by the Project in Alberta has not been 

specified, we have not been able to confirm that Foothills holds a "consultative notation" 

with respect to all Provincial Crown lands in Alberta. While the TransCanada 

Application recognizes that the "consultative notntion" held by Foothills with respect to 

the Crown lands does not establish any form of legal tenure, the Application notes that 

the notation "does identify a pipeline corridor and provides Foothills with the opportunity 

to review and comment upon any conflicting proposed development near that 

corridor ... 108 

In Alberta, a "consultative notation" or "CNT" is used by Governmental agencies 

to register an interest in certain lands. Where an industry member uses a "consultative 

notation", the notation is referred to as a "consultative notation company'' or "CNC" 

which records the interest of a non-governmental agency with a justified interest in the 

land and which wishes to be consulted prior to any commitment or disposition on the 

,. Section 2.2, Development Plan, Section 2.2.4.2, pase 2.2-85. See also, Executive Summary, page 12. 
·=- Section 2.2, Development Plan, Section 2.2.4.2, page 2.2-85. 
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land.109 Therefore, where a surface disposition is proposed, the holder of a CNC in

respect of that same land is advised. However, the CNC <!foes not restrict land uses 

and provides no authority, for the holder of the CNC to have any proposed disposition 

rejected or to have any conditions imposed on the proposed disposition. 

It is our view that the "consultative notation" does not provide Foothills with 

anything more than the right to be consulted if a disposition is proposed in respect of 

lands for which it holds a CNC. Therefore, Foothills would be required to apply to 

Alberta - Sustaina.ble Resource Development ("ASRD") to acquire necessary land rights 

over Provincial Crown Lands and would be required to address concerns raised by First 

Nations with respect to any impact on their traditional uses and rights. As 

acknowledged, Foothills would be required to acquire an agreement (for either a 

pipeline or a right of way installation 110) and a pipeline Installation lease (generally off

right-of-way) pursuant to the Public Lands Act, R.S.A. 2000, c. P-40 and the 

Dispositions and Fees Regulation, Alta. Reg. 54/2000 made pursuant thereto.111 

Foothills would also require the consent of any landholder/leaseholder should any of the 

required lands be occupied.112 From a timing p�rspectlve, it is our view that even 

assuming that the consultative notations are validated, Foothills would still be required 

to obtain necessary land rights acres� � :>th Crown and privately held lands for the 

construction and operation of the Project. 

As a more general note with respect to the acquisition of land rights across 

privately held lands, the TransCanada Application does not make assertions with 

respect to acquired land rights across privately held lands or the process for acquiring 

such rights. While we have not undertaken a detailed assessment of the processes 

required for acquisition of land rights across private lands, we do note that the interplay 

IOII See pubQcatlon of Alberta Sustainable Resource Development - Reservation/Notation Type Codes (last review/updated
February 15, 2006). 
110 "Right of way lnstallatlon• Is defined In Section 98(g) of the Dispositions and Fees RogulaUon as follows: "means any equipment.
apparatus, mechanism, machinery or Instrument that is Incidental to the operation of a pipeline and Is within a right of way, 
Including. without !Imitation, (i) a valve, vale box, drip, blow-down. connecUon, foundation, bridge or support structure for a pipeline 
above the surface, scraper trap and cathodic protection apparatus, and 01) any other Installation that the Minister considers to be a 
right of way Installation.• 
111 Pursuant to Section 106 of the Dispositions and Fees Regulation, the ma>elmum term for a pipeline Installation lease Is 25 years:
112 Dispositions and Fees Regulation, Section 7(1)(d). Foothills would also require a license of ocC\JpaUon pursuant to the Public 

Lands Aci to construct any structures that could have a negatlve Impact on the bed and shore of a waterbody. 
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between the NEB Act land acquisition provisions and the NPA provisions is not clear in 

this regard. For example, Section 19 of Schedule Ill {Terms and Conditions) to the NPA 

states: 

When the company ascertains the lands of a landowner that 
may be required for the purposes of a section or part of the 
pipeline, the company shall serve a notice, in a manner and 
in a form to be determined by the Designated Officer, on the 
landowner, which notice shall set out the location of the 
offices of the Agency and the right of the landowner within 
thirty days of being served to make representations to the 
Agency respecting the final route of the pipeline for its 
consideration prior to its approval of the final detailed route. 

Notably, beyond this provision and beyond the provisions under Part Ill of the 

NPA respecting Real Property in the Yukon, there is very liijle in the NPA respecting the 

process for acquiring land rights, particularly with respect to the acquisition of land rights 

across privately held lands. However, the NEB Act provides for a more detailed land 

acquisition process that empowers the NEB, pursuant to Section 104 of the NEB Act, to 

issue an immediate right of entry order In respect of lands that are the subject of the 

right of entry application. In this regard, Section 104 states: 

104(1) Subject to subsection (2), the Board may, on 
application in writing by a company, if the Board considers it 
proper to do so, issue an order to the comr,any granting it an 
immediate right to enter any lands on such terms and 
conditions, if any, as the Board may specify in the order. 

[Emphasis aaded.] 

As noted previously, the TransCanada application is, at points, unclear in terms 

of the process it expects to utilize for consideration of the Project, including the process 

it would intend to utilize to acquire remaining land rights. Notably, TransCanada is 

proposing to complete all right-of-way processes and land acquisition as part of its 

Execution Phase (See Appendix "A"), which is at a critical time for Project development 

and construction purposes. Although TransCanada appears intent on relying heavily 

upon the NPA and the NP Agency for consideration of its proposal, we note that the 

absence of any statutory power in the NP Agency to grant an immediate right of entry 
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order, where land acquisition is required. The absence of a detailed process in the NPA 

for acquiring required land rights may impede the process of acquiring necessary land 

rights for the Project, which could have an unfavourable Impact upon the construction 

and operation of the Project. It is expected that TransCanada would seek to rely on the 

NEB land acquisition process to address such issues. 

While the NPA does not specify a process by which a pipeline company could 

acquire the lands needed for the pipeline, we note that section 7 of the NPA stipulates 

that the Designated Officer , nay, in respect of the pipeline, exercise and perform such of 

the powers, duties and functions of the Board (with certain specified explicit 

exemptions), as may be delegated to him by the Board. The powers of the NEB relating 

to land acquisition are not listed among the express exclusions. Therefore, it appears to 

be open to the NEB to delegate to the Designated Officer the powers required to assist 

TransCanada in acquiring land. While we cannot speculate on what would be required 

for the NEB to make such a delegation of its powers (or what process would be used), it 

seems that TransCanada could explore this option if it could not otherwise acquire the 

necessary lands. This approach would only apply in a situation Where TransCanada 

was seeking to rely upon the NPA and not otherwise involve the NEB directly. 

9. Fulfillment of Existing NPA Terms and Conditions

Even if TransCanada were successful in confining the process for examining the 

Project to the "single window" approach advanced by the NPA, there is the matter of the 

extensive Terms and Conditions attached to the existing approvals. For example, as 

discussed above, the Designated Officer under the NPA can require that additional 

environmental information be filed in support of the Application. As such, it is possible 

that even if TransCanada were to succeed in technical arguments (likely following 

lengthy debate) that CEAA or YESM do not apply, the Designated Officer could 

impose a similar process to ensure that a complete environmental assess.11ent , 

conducted for the length of the pipeline in Canada. In fact, there may be significant 

pressure to ensure that such an approach is followed. 
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Additionally, TransCanada will be required to meet other extensive conditions 

prior to commencing construction. The exact process for a con$ideratlon of the 

information filed regarding these matters is uncertain, but could be the source of debate 

if a full public vetting of this matter is not accommodated. 

1 O. Litigation 

In our view, there are likely to be a significant number of "trigger points" which 

could provide the basis for a Court challenge. As noted at the outset, there has already 

been litigation regarding the NEB's Northern Pipelines Decision involving First Nations 

and Environmental groups. Past experience suggests that such parties are well versed 

in their legal rights and have little hesitation in seeking recourse to the Court system 

when they are aggrieved. Likewise, commercial parties seldom hesitate to commence 

litigation if they are not satisfied with the outcome of commercial discussions. As noted, 

there has already been litigation involving a past Foothills Pre-Build application. 

1 �. Conclusion 

In our view, any single item identified above, or the risks acknowledged by 

TransCanada in its AGIA Application, could result in a material delay to the schedule 

detailed by TransCanada in its Application. Given the circumstances that one could 

reasonably expect to evolve following a TransCanada filing, it is foreseeable that 

several of these potential concerns identified above could become a reality. Again, 

much will depend on how TransCanada approaches these matters. Therefore, we 

consider the TransCanada proposed schedule to be aggressive, in the sense that it will 

be difficult to achieve in the time available. While we fully appreciate that TransCanada, 

as the project proponent, may wish to push the shortest possible timeline, it is our view 

that a more realistic schedule would allow time to accommodate delays associated with 

the risks identified in the TransCanada AGIA Application, as well as, the above 

identified considerations. While we agree that the NPA approvals are of value to 

TransCanada (and give it an advantage over any Third Party proponent), it is our view 

that the five and one-half years proposed by TransCanada for securing major Canadian 

pre-construction approvals following the issuance of the AGIA License, represents a 

DMSLtpl\061301\DOOOl\l .. 6649"3 



- 82-

"best case" scenario and would likely be difficult to achieve. It is our view that a 

timeframe of seven to eight year is more realistic, as it Is seen as re�sonable to expect 

that at least certain of the issues identified will be raised during the preparation and 

regulatory approval phases of the Project, with the resultant Impact on timing. In this 

regard, a seven year timeline may be viewed as a "base case" scenario, with the 

highest probability of success and the eight year end of the range providing a more 

pessimistic view. 

With regard to timing, we would also note that the NP Agency appears to have 

been largely dormant for many years, with only a skeleton staff beir,g employed. While 

public information indicates that the NP Agency has been attempting to have 

discussions with a number of bodies in light of the revived interest in an Alaskan 

pipeline project, there is little tangible evidence to indicate that any material work has 

been done to date. In our view, an extended period of time (up to 18-24 months) could 

be required in order to complete the necessary coordination in order to have all 

administrative bodies in the various jurisdictions address a TransCanada Application in 

an efficient manner. While TransCanada could obviously do some preliminary work 

prior to the establishment of such a coordinated process, it appears that the process 

has not yet commenced and, hence, the starting point for TransCanada's timeline may 

be delayed beyond what it currently expects. 

As stated above, the timeframe required for TransCanada to complete the 

Project and reach its in-service date will be materially impacted by the strategy it 

employs in seeking the required approvals and the process that is adopted for the 

consideration of these matters. If TransCanada proposes or encourages a process that 

is inclusive of all stakeholders and which seeks to address relevant Issues and 

concerns, it will enhance the prospect of TransCanada being able to maintain an 

expedited timeline for the Project. In any event, given the significant issues that will 

have to be addressed and the numerous risks that will surround the Project, we 

consider It reasonable to conclude that a certain amount of slippage will occur in 

TransCanada's proposed schedule. 
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We would caution that, while a seven to eight year period does Incorporate a 

certain measure of delay associated with recourse to the Courts or review by another 

Government or Regulatory body, this may not be the "worst case" scenario, as there are 

several events which could trigger litigation that are not mutually exclusive. There could 

be several challenges at different points along the process timeline that could cause 

distinct delays before the specific· issues are resolved. While we acknowledge that 

litigation, in and of itself, does not automatically result in delay, it would require some 

party to assume the litigation risk, if the Project Is to continue to move forward while 

these matters are being resolved. Additionally, the above assessment does not take 

into account the timing consequences of any litigation against TransCanada being 

successful. If this were to occur, an extanded period may be required to remedy any 

deficiency that was found by the Courts to exist. In our view, much will be impacted by 

the strategy adopted by TransCanada and whether or not this strategy is designed to 

minimize the process and procedural delays that would be available to intervening 

parties. To the extent that this is done, many of the potential negative Impacts to the 

project timelin<3 could be avoided. 

While we consider TransCanada's proposed schedule optimistic, even an 

extended schedule for TransCanada as detailed herein may well be materially shorter 

than any Third Party proponent could achieve. In fairness to TransCanada, it is not 

"starting from scratch", as would be the case for any other proponent with a "Greenfield" 

pipe-line proposal. While this is an advantage, our overall view is that it is unlikely to 

allow TransCanada to comr:!ete the Project approval phase within the timeframe It has 

outlined. As stated above, much will depend upon the overall approach adopted by 

TransCanada in moving the Project forward. In the end result, it is seen as reasonable 

for the State of Alaska to also examine a timeline of approximately seven years for the 

completion of the required approval processes as part of its overall assessment, in 

addition to the five and one-half period reflected In TransCanada's AGIA Application. 

In summary, we would attach a low probability to the five and one-half year 

timeframe, but one cannot rule it out completely. If TransCanada adopted an expansive 

approach in its APP filing, that reflected not only current legislative and judicial 

DMSl.ep1'061308\00001\l8466-49v3 



- 84-

standards, but also facilitated the open participation of all Impacted stakeholders, :t is 

likely that TransCanada could minimize the risks associated with cartain of the concerns 

identified herein. This scenario could enable it to complete the process in a timely 

manner. 

In this regard, we agree that the timeline provided by TransCanada is longer than 

that required for a "typical" facilities approval process. In our view, this reflects 

TransCanada's reasonable acknowledgement that an Alaska Pipeline Project 

Application will certainly not be "typical" and will raise a broad spectrum of issues that 

will take time to address. 

E. RATES AND ACCESS

1. New Versus Existing Facilities

An issue has arisen with respect to whether or not TransCanada could be 

required to make use of existing, underutilized facilities instead of constructing a new 

pipeline to facilitate the transportation of Alaskan natural gas. TransCanada's AGIA 

Application appears to acknowledge that infrastructure requirements in Alberta may well 

be Influenced by the amount of available capacity &l the time the Project is scheduled to 

be in-service. A key input into this determination is the forecasted decline of Western 

Canadian sedimentary basin sourced natural gas. At this time there appears to be a 

strong consensus that WCSB natural gas will continue its recent decline trend, with the 

direct result that existing pipeline facilities serving certain domestic and export market 

areas will be underutilized by the time the Project would come onstream. The degree to 

which additional facilities are required to service certain market areas, such as tho Fort 

McMurray oil sands industry, and the timing of such requirements is fairly uncertain at 

this point in time. 

It is also noteworthy that in its Application TransCanada speaks favourably of the 

option of using Transportation by Others, at least as it relates to its own Alberta system. 

What is unclear is whether TransCanada would be as eager to contract Transportation 

by Others on third party pipelines, such as the Alliance Pipeline. In our view the failure 

to consider using third party pipelines could be a source of cor.tention that would cause 
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We would caution that, while a seven to eight year period does Incorporate a 

certain measure of delay associated with recourse to the Courts or review by another 

Government or Regulatory body, this may not be the ''worst case" scenario, as there are 

several events which could trigger litigation that are not mutually exclusive. There could 

be several challenges at different points along the process tlmellne that could cause 

distinct delays before the specific issues are resolved. While we acknowledge that 

litigation, In and of itself, does not automatically result in delay, it would require some 

party to assume the litigation risk, if the Project is to continue to move forward while 

these matters are being resolved. Additionally, the above assessment does not take 

Into account the timing consequencet. of any litigation against TransCanada being 

successful. If t;iis werE. to occur, an extended period may be required to remedy any 

deficiency that was found by the Courts to exist. In our view, much will be Impacted by 

the strategy adopted by TransCanada and whether or not this strategy Is designed to 

minimize the process and procedural delays that would be available to intervening 

parties. To the extent that this is done, many of the potential negative Impacts to the 

project timeline could be avoided. 

While we consider TransCanada's proposed schedule optimistic, even an 

extended schedule for TransCanada as detailed herein may well be materially shorter 

than any Third Party propo1 ,ent could achieve. In fairness to TransCanada, it is not 

"starting from scratch", as would be the case for any other proponent with a "Greenfield" 

pipeline proposal. While this is an advantage, our overall view is that it is unlikely to 

allow TransCanada to complete the Project approval phase within the timeframe it has 

outlined. As stated above, much will depend upon the overall approach adopted by 

TransCanada in moving the Project forward. In the end result, it is seen as reasonable 

for the State of Alaska to also examine a timeline of approximately seven years for the 

completion of the required approval processes as part of its overall assessment, in 

addition to the five and one-half period reflected in TransCanada's AGIA Application. 

In summary, we would attach a low probability to the five and one-half year 

timeframe, but one cannot rule it out completely. If TransCanada adopted an expansive 

approach in its APP filing, that reflected not only current legislative and judicial 
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standards, but also facilitated the open participation of all impacted stakeholders, It is

likely that TransCanada could minimize the risks associated with certain of the concerns 

identified herein. This scenario could enable It to complete the process In a timely 

manner. 

In this regard, we agree that the timeline provided by TransCanada is longer than 

that required for a ''typical" facilities approval process. In our view, this reflects 

TransCanada's reasonable acknowledgement that ah Alaska Pipeline Project 

Application will certainly not be "typical" and will raise a broad spectrum of issues that 

will take time to address. 

E. RATES AND ACCESS

1. New Versus Existing Facilities

An issue has arisen with respect to whether or not TransCanada could be 

required to make use of existing, underutilized facilities instead of constructing a new 

pipeline to facilitate the transportation of Alaskan natural gas. TransCanada's AGIA 

Application appears to acknowledge that infrastructure requirements in Alberta may well 

be influenced by the amount of available capacity at the time the Project is scheduled to 

be in-service. A key input into this determination is the forecasted decline of Western 

Canadian sedimentary basin sourced natural gas. At this time there appears to be a

strong consensus that WCSB natural gas will continue its recent decline trend, with the 

direct result that existinp r ipeline facilities serving certain domestic and export market 

areas will be underutilized by the time the Project would come onstream. The degree to 

which additional facilities are required to service certain market areas, such as the Fort 

McMurray oil sands industry, and the timing of such requirements is fairly uncertain at 

this point in time. 

It is also noteworthy that in its Application TransCanada speaks favourably of the 

option of using Transportation by Others, at least as it relates to its own Alberta system. 

What is unclear is whether TransCanada would be as eager to contract Transportation 

by Others on third party pipelines, such as the Alliance Pipeline. In our view the failure 

to consider using third party pipelines could be a source of contention that would cause 
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sueh parties to actively inter,ene in the Project process and urge the NP Agency, the 

NEB ans the respective Governments to ensure that existing infrastructure, with 

available capaelty is utilized to the maximum extent possible. In our view, to the extent 

that the NEB is involved in this aspect of the decision making process It would 

encourage TransCanada to adopt the most economic and efficient manner to transport 

the subject natural gas. The strategy employed by TransCanada with res1:>ect to such 

third parties will greatly influence the degree to which this becomes a controversial 

matter in any Alaska Pipeline Project proceeding. As discussed above, to the extent 

TransCanada is required or opts to use an NEB process for intra-Alberta facilities, there 

will clearly be a forum available for parties to advocate the use of existing facilities. In 

reality, this may not be a bad thing as otherwise these parties may be forced to seek 

alternative venues (NP Agency or the Courts) which may not have efficient processes to 

consider this issue. 

2. Retum on Equity

TransCanada's Application appears to suggest that it would be seeking a Return 

on Equity ("ROE") of 14% for both the U.S. and Canadian portions of the Project. This 

ROE would be substantially in excess of the level of return awarded by the NEB under 

its Generic Cost of Capital Decision. While there Is precedent for the Board awarding a 

"Greenfield" pipeline project a higher return than that determined by the GCC formula, it 

is our view that 14% would be seen as being on the high side in today's return 

environment. The degree to which this becomes a significant issue in any Alaska 

Pipeline Project proceeding will be influenced to a large degree by whether or not 

TransCanada is able to arrive at a Negotiated Settlement for rates as will be discussed 

below. TransCanada may have put this rate on the table because U.S. returns have 

traditionally been higher than for Canadian pipelines and It gives some flexibility in 

negotiations. 

3. NEB Rate Setting Approach

As with Regulatory Tribunals in many jurisdictions, the NEB's rate setting 

authority is contained in its governing legislation and requires that the NEB establish 
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''just and reasonable" rates for the services provided by the various pipelines under its 

jurisdiction. Traditionally, this rate setting authority relied upon a Cost of Service model, 

whereby the rates were set following a litigated process In which the various forecasted 

costs (O&M, Taxes, Depreciation, Return, etc.) were examined, debated and ultimately 

decided upon b� the Board. While the NEB's approach to ratemaking shares several 

common elements which the structure utilized by the FERC, there are some material 

differer:tces. 

The NEB's ratemaking legislation expressly contemplates the concept of 

"negotiated rates" which would see the subject pipeline company reach an agreement 

with shippers/affected parties on the rates to be charged for firm transportation and 

other services. While the NEB is not obligated to accept such a negotiated settlement, 

as it must still make a determination that the subject rates are fair and reasonable, it is 

our experience that a highly supported Negotiated Settlement stands a very good 

chance of receiving approval from the NEB, as filed. In the past, the NEB has accepted 

a variety of negotiated settlements and, in fact, has largely regulated the Group 1 Oil 

and Gas Pipeline Companies (the larger companies such as TransCanada, Enbridge, 

etc.) on this basis for an extended period of time. To a large degree the Negotiated 

Settlement process has replaced the litigated cost of service approach that was 

representative of NEB regulation in the past. 

Therefore, while the NEB has no real experience with a "recourse rate" concept, 

as that term is used before the FERG, it is our view that a similar end result can be 

achieved via a negotiated settlement process. We would observe that the past 

Negotiated Settlements accepted by the Board have been in a variety of different fonns; 

and the Board has exhibited considerable flexibility in this regard. Additionally, for 

"Greenfield" pipeline projects the Board has been willing to accept fixed rates that vary 

depending on the duration of the commitment made by shippers and has been willing to 

give priority or guaranteed access to shippers making such firm commitments. 

It is unlikely the NEB will depart from past practice to the extent that it would set 

rates within a range and allow the pipeline the ability to discount at its discretion. This 

OMS!.epl\061308\0000l\2846649v3 



1 

- 87 -

model has not been adopted to date by the NEB, although lt1has permitted pipelines the 

flexibility to respond to market conditions when setting interruptible service rates. 

Likewise, the concept of levelized rates has not become a common practice 

before the NEB. Notwithstanding, the Board has allowed new pipelines to charge less 

than a Cost of Service rate in the early years (due to market constraints) and then 

charge above Cost of Service rates in later years (when the market can accommodate 

the increases). In short, there is a willingness on the part of the NEB to accept various 

methods of meeting its underlying legislative requirements; and we are of the view that 

a number of reasonable alternatives would be acceptable to the Board. We note that, in 

the context of the Project, there are certain rate making issues addressed in the NPA 

that may influence the final outcome of this issue. 

4. Open Season

While not a common occurrence regarding NEB regulated pipellnes, the Board 

has experience with the Open Season concept regarding a number of new pipeline 

projects. The fundamental underpinning for the conduct of an Open Season is the 

requirement tt,at all potential shippers be offered the service under the same Terms and 

Conditions. Therefore, should an initial Open Season result in follow-up negotiations 

with certain Interested Parties, and amendments to the slate of services/benefrts being 

offered shippers to induce them to execute. Long-Term Firm Transportation Service 

Agreements, it would be necessary for TransCanada to conduct a supplementary Open 

Season (in order to ensure that all parties were offered the transportation service on 

precisely the same Terms and Conditions). Such a supplementary Open Season could 

be conducted quite expeditiously and should not delay the process in a material way. In 

our view, as long as these fairness requirements were met, the NEB would be prepared 

to accept the results of the Open Season process and consider the results as support 

for the subject pipeline proposal. 

DMS�pl\061308\0000l\2846649v3 



- 88 -

5. Import and Expont Requirements

In recent years parties exportihg natural gas from Canada to the United States 

have chosen to rely upon Short-Term Export Orders (maximum two year duration) 

instead of seeking approval for Long-Term Export Licenses (maximum term twenty-five 

years). The move away from Long-Term Licenses, which was prevalent up to the mid-

1980s, was largely influenced by two factors. First, the process for obtaining Long-

Term Licenses had become quite complex because of the involvement of Intervenor 

Groups who sought to expand the scope of the investigation conducted by the NEB into 

a consideration of upstream environmental impacts. While a standard approach was 

developed to deal with these applications, many parties opted to simply rely upon Short­

Term Orders and avoid the more lengthy and complex process. The second reason 

was a fundamental change In the approach utilized by the NEB and shippers with 

respect to the requirements to make long-term commitments to support pipeline 

expansions and downstream projects. In the past, buyers relying upon the gas supply 

to support their projects (such as downstream pipeline facilities or cogeneration plants) 

required a demonstration of long-term approvals in order to be comfortable with the 

security that the supply would in fact be there. Additionally, pipelines required a long­

term license as a demonstration of supply availability to meet the long-term 

commitments being made by shippers for pipeline transportation service. Finally, 

financial institutions viewed the long-term approval as confirmation of the economic 

viability of the proposed venture and support for the funding they would advance to 

either the pipeline or the downstream project proponent. 

Over time, as the gas supply supporting export transactions moved more to a 

spot market, or hub, pricing approach (versus long-term Purchase and Sale 

Agreements) and pipeline expansions (which were decreasing over this time period) 

were supported by corporate warranty type agreements, parties concluded that short­

term approvals were adequate for these purposes. Additionally, the stability of the 

NEB's regulatory regime and the comfort that short-term Orders would be renewed 

without any significant measure of difficulty reinforced the view that the short-term 
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authorizations were indeed adequate to support the asttociated commercial 

undertakings. 

Notwithstanding the above, in circumstances where significant financial 

commitments are being made and the project is of a long-term duration, it may be 

considered desirable to secure such long-term approvals. It is our experience that a 9-

12 month period would typically be required to obtain a long-term license. A short-term 

order can normally be obtained in less than a week and with minimal supporting 

information. 
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IDEAS TO SOLVE ALASI�S ENERGY CRISIS 

A Progress Report by the 
Alaska Natural Gas 

Development Authority 
(ANGDA) 

This report is an update or the con­
tinuing work by the AJaska Natural 
Gas Development Authority to bring 
North Slope natural gas to market
and Alaskans. 

like oil on the North Slope that was 
brought to market through a 
pipeline, there are plentiful supplies 
of natural gas in Alaskas Arctic that

need a pipeline. That gas also is the 

key to solving AlliSkas energy crisis. 
Alaskans have felt the impact or high­
er energy prices over the last two 
years. Geuing North Slope natural 
gas to the Yukon River, Fairbanks, 
the Cook Inlet region and a Liclcwater 
port allows all Alaskans to share this 
long-term energy supply.

ESTABLISHMENT OF 

AUTHORITY 

ANGDA was created by the 
People of Alaska through a 2002

General Election Ballot Initiative 
and is a public corporation 
(much like the Permanent Fund 
or Alaska Railroad). With the 

support of the Legislature and � 
the Ad ministration, ANGDA � 
started work in 2003 within the � 
Alaska Department or Revenue. � 

ALASKA STATUTE 41.41

Under State law, ANGDA has the 
authority to facilitate the planning, 
design and construction of a natu­
ral gas pipeline (together with all 
related property and facilities) 
extending from Prudhoe Bay to 
tidewater on Prince William Sound 
or Cook Inlet with a spur pipeline 
to the Southcentral gas distribution 
system.• 

"This first major step toward a 
connecting gas pipeline will assure 
the availability of Alaska's gas for 
generations to come." -Harold 
Heinze, ANGDA Chief Executive 

Officer, referring to ANGDA's 
conditional right-of-way lease.



Alaska's 

Energy Crisis 

COOK INLET 

It is widely known that Cook l11lets 
supply of natural gas is diminish­
ing. A large portion of Southcentral 
Alaska's energy infrastructure relies 
on natural gas. 

The Cook lnlet Basin is the source 
for all of the natural gas produced 
in Southcentral Alaska. This gas is 
used by three out of four 
Southcentral Alaskans to heat and 
light their homes and businesses. 
Natural gas production from Cook 
lnlet has been relatively flat since 
its peak production in 1998.

Production forecasts for Cook lnlet 
show a steep decline starting in 
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This figure illustrates the potential gap or shortage between 
future gas production and consumption in Cook Inlet 

(Dunmire Consulting 2006). 

about 2007 and, depending on 
future gas demand, shortages are 
expected six to eight years later. 

The above figure illustrates the 
potential gap or shortage between 
future gas production and con­
sumption in Cook Inlet. 

This year, users of natural gas like 
Agriums Kenai nitrogen facility 
have had to curtail their use or shut 
down. Ensrar Natural Gas Co. says 
in a few years there may not be 
enough natural gas supplies to 
hook up new neighborhoods in 
Southcentral Alaska. Further, in 
coming years there may not be 
enough gas to maintain pressure in 
Cook Inlets natural gas distribu­
tion pipeline system. One of the 
major electric co-ops wants to 
replace an old generator but it 
uoesn't have enough gas reserves 
for bankers to loan the money. It is 
for reasons like tJ1cse that 
Southcentral is on the brink of an 
energy crisis if new Cook Inlet sup­
plies are not found soon. 

RURAL ALASKA 

Energy in rural communities is 
increasingly expensive and Alaska 
villages have been hit hard by rising 
fuel costs. 

According to the University of 
Alaska Fairbanks, fuel costs in rural 
Alaska have reached extreme highs 
and the effects are far-reaching. 
High gasoline prices impact the 
price of food, heat and subsistence 
practices, and in some cases affects 
such basic needs as water delivery. 

ln some situations, several village 
families are living together to share 
heating costs because they cannot 
afford to heat their own homes. 

Unfornmately, due to the high cost 
of energy in mral Alaska, the choice 
for many Native Alaskans to stay on 
the lands where their ancestors 
livec.l is increasingly unsustainable. 
The Alaska Federation of Natives 
has recognized that Lhe energy situ­
ation is impoverishing many native 
communities and forcing them to 
relocate to urban areas. 

Governor Frank Murkowski has 
also identified this issue as critical 
saying, "without a doubt, the num­
ber one concern in rural Alaska 
right now is the high cost of ener­
gy." To help solve Alaskas rural 
energy problems, on October 19, 
2006, the Governor appointed 
long-time Native leader Nels 
Anderson of Dillingham as Alaska 
Energy Policy Advisor to lead the 
eff ons in reducing energy costs in

Alaskas rural communities. • 
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An energy ahernati:ve is defined as any action, program or project 
that could be implemented to meet future energy demand. There 
are both SUPPLY and DEMAND alternatives. 

Demand alternatives reduce demand for natural gas while supply 
alternatives increase natural gas supplies. 

Bullet Line Deliver North Slo e as to Cook Inlet with direct Bullet Line. 
�1--------------------'-------------------------� CL Enriched Gas Line Additional natural as Ii uids NGLs delivered to Cook Inlet via i eline. 
g. CBM Develo Coal Bed Methane in Susitna Basin. 
,,, Im ort LNG Im ort Li uefied Natural Gas from outside to existin Kenai LNG facili . 

Other Alaska Gas 

Coal Gasification 

Coal Power 

H dro Power 

Wind Power 

� Nuclear Power as-fired electric eneration with small-scale nuclear ower. 
e Tidal Power as-fired electric 
a, Gas Conservation Im lement end-use as conservation ro rams weatherization, efficiency . C i------------+_,__ _____ _...._ ______ ...____,,.._ _ __,...__ ____ __,_ ___ "'-L-. __ ---l 

Electric Conservation Im lement end-use conservation ro rams a liance & Ii ht bulb u rade . 
Distributed Generation Implement small-scale electric generation including cogeneration and fuel cells at 

oint-of-use to dis lace central as-fired electric eneration. 

Wind Farm - Kotzebue, Alaska 
Power Creek 

Hydroelectric Project 
- Cordova, Alaska

Bradley Lake 
Hydroelectric Project 

- Kenai Peninsula
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Pipeline Routes 

Two viable pipeline routes (also 
known as spur pipelines) are being 
studied to bring North Slope natu­
ral gas to the Southcentral region 
of Alaska. They will connect with 
the proposed major gas pipeline 
project(s). 

At 24" in diameter, either spur 
pipeline would tie in to the much 
larger diameter main pipeline ( 48" 
plus). Each route is approximately 
300 miles long; will cost approxi­
mately $1B (one billion dollars); 
and will generate approximately 

600 construction jobs 
over a two year period. 
ANGDA was granted a 
"conditional right-of­
way lease" from the 

STATE OF ALASKA 

Altematlve Natural Gn 

Transportation Routes 

- AlalllaNamralGaTranapoo�Spllm(l'nlpoeed) 

...... y,__,.......Oll'lpellne� 

- Kwl0..Plpeflt'9ftoui.(Pr' .... 

- T,--AlalllaGal'lpellle (l'nlpoMd) 

I:':=] Sl*und 

- .... Lalde 

c::=:J Fedlrall.anda 

CJ Selected Federal LMde 

c:::J lllunldpal Of Prtv-. Landa 

• Delta Junction to

Glennallen to Palmer 

This route follows the Trans 
Alaska Pipeline System (TAPS) 
oil pipeline from Delta 
Junction to Glennallen; and 
from there generally follows 
along the Glenn Highway to 
Palmer. 

• Fairbanks to Palmer

This route generally follows 
the Parks Highway corridor 
from Fairbanks to Palmer. 

A U.S. Dept. of Energy feasibility study 
currently w1derway has not identified any 
significant difference between the routes in 

delivery costs, hazards, wildlife impacts, 
socio-economic benefits, or 

permitting/right-of-way conditions. 

Alaska Department of Natural 
Resources in July 2006 for the 
Glennallen-to-Palmer segmenL 

Governor Frank H. Murkowski 
said the Department of Natural 
Resources' conditional right-of­
way lease demonstrates the state'.s 
confidence that ANGDA can even­
tually build a critical part of 
Alaska's Gas Pipeline system. • 

"Providing in-state access to the gas is one of the six fundamentaJ 
principles I followed in negotiating a natural gas pipeline 

contract. This right of way is one of the options available to us 
to fuJfill my commitment to get Alaska's gas to the people, and I 

am very pleased to see ANGDA obtain its lease:' -Governor 
Murkowski, referring to the Glennallen-to-Palmer Conditional 

Right-of-Way Lease granted to ANG DA in July 2006. 
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North Slope Natural Gas 

An abundance of energy for generations 

AllCTIC OCEAN 

Proposed/Potential Gas Pipelines 

Highway Route 

• 

Fairbanks Spur Line 

Delta Junction Spur Une 

Valdez LNG 

T•get Towns & Villages 

. -

.t 
Pocential Wholesa� Propane F.cllity/
Electricity Generation 

Distribution Potential 

Alaska's orth lope gas is more 
than just methane. In particular, it 
contains large amounts of propane 
that can be used for heating, cook­
ing, clothes drying and generating 
electricity. 

.. ,

Since Alaskas North Slope natural 
gas contains these valuable gases, 
Alaska has the opportunity to 
bring this natural resource to many 
different markets for different pur­
poses. 
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Propane and Natural Gas Distribution 

The map illustrates where propane Alaska and transferred from freight 
can be taken from the pipeline and tmcks, trains and barges to local 
distributed throughout Alaska by communities. This mode of trans­
highway, rivers and coastal barge. portation is common in Alaska and 
Inter-modal containers for hauling lends itseU well to the distribution 
and storing propane can be built in of propane in our state. • 



FEDERAL 

GOVERNMENT 

In September 2004, the federal gov­
ernment ( with the help of SenaLor 
Ted Stevens, Senator Lisa 
Murkowski, and Congressman Don 
Young) passed legislation providing 
an $18B loan guarantee for a natural 
gas pipeline project. The federal 
government is encouraging Alaska 
to finalize a pipeline contract soon 
as the law permits "federalization" 
of the project It is increasingly 
imponant for Alaska to conclude its 
gas pipeline contract(s) as hmh the 
market and the federal government 
cannot wait much longer. 

• 

"T/ic i11for111atio11 that lias bcrn 
gathered tl11ough the ANGDA 
studies will be an i11rnl11ahlc asset 
_/i>r tl1c slate as we move toward

full evaluation of wmpt·ting 
g,1sli11c pn1ffts. I apprecialt' tlic 
\\(I_\' the .. uvc;D;\ leadership lws 
I\Orb·d with 1 ()llllllllllilic.<, a11d 
ht1si11rss i11tcrcsts /(l a.<,scss i11-
s1utc 11ccds." 

..:.cn;llt.H Gene Therriault. North 
Pt 1k/\'aldr:/Richard..,t 111 

l llglrn ;1,· 

During the summer of 2006, Drue 
Pearce was appointed by President 
George W. Bush as Federal 
Coordinator for the Alaska 
Pipeline Transportation Project 
(Alaska Gas Pipeline). Federal 
studies are currently under way to 
determine the status of Alaska's gas 
pipeline project. 

STATE GOVERNMENT 

ln ¼ay 2006, the State of Alaska 
concluded negotiations with three 
oil and gas producers (BP, 
ConocoPhillips, ExxonMobil) for 
a large natural gas pipeline from 
Prudhoe Bay through Canada to 
the midwestem United States. The 
draft fiscal contract was released 
by the Alaska Department of 
Revenue to the public and the 
State Legislature for review and 
comment. On October 20, 2006, 
Revenue Commissioner William 
Corbus released a summary of 
comments and responses to public 
input and subsequent revisions to 
the gac; pipeline dmf1 fisca1 con­
lract. 

During 2005/2006, ANGDA 
worked with the Regulatory 
Commission of Alaska (RCA) to 
amend statutory regulations that 
will simplify the in-state acquisi­
tion and use of North Slope natu­
ral gas. After a public hearing, 
ANGDAs recommendations were 
accepted by the Commission and 
transmitted to the Governor's 
Office for legislative con'>idcration. 

St.ate efforts to make North Slope 
natural gas available for in-state use 
by Alaskans took a giant tcp for­
ward in July 2006 with the 
Department of Natural Resources' 
approval of a conditional right-of­
way lease to ANGDA for a gas 
pipeline from Glennallen to Palmer. 

ANGDA determined that a main 
large-diameter, high-pressure nat­
ural gas pipeline will carry several 
hundred thousand barrels of 
ethane, propane, and butane per 
day. Extracting the States share of 
these gases (also known as NGLs 
or natural gas liquids) and ship­
ping them in the spur pipeline to 
tidewater will facilitate a petro­
chemical industry and LPG 
(propane) delivery to rural, urban, 
coastal and river communities of 
Alaska. The use of NGLs in our 
state provides business and job 
opportunities for Alaska, in addi­
tion to vital energy sources. 

"OPEN SEASON'' 

"Open season" is the process by 
which companies bid on how 
much North Slope natural gas they 
want to transport through the 
pipeline or how much gas they 
want to purchase at an off-take 
point along the pipeline route. 
The "open season" commilments 
that companies make arc the basis 
for designing and financing the 
pipeline. 

The Federal Energy Regulatory 

Commission (FERC) handles the 
"open season" process for the 
pipeline transporting Alaska's nat­
ural gas to the lower-48 states. The 
Regulatory Commission of Alaska 
(RCA) is in charge of the in-state 
"open season" for natural gas 
transported through pipelines 
within Alaska. 

During the "open season," bidders 
must negotiate and commit to 
multiple-year contracts on a "take­
or-pay" or "ship-or-pay" basis. 
That is, once a bid becomes a con­
tract, the company is firmly obli­
gated to either ship or take the gas 
they signed up for, or pay for it 
regardless. There will be contracts 
for supply (or shipping) and 
demand (users of natural gas like 
utility companies). 

For Alaska utilities, these com­
mitments to buy and ship natural 
gas over long periods of time will 
be very large compared to their 
financial strength. ANGDA will 
work with the utilities in prepar­
ing for these important decisions 
and possible future financial sup­
port needs.• 
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ANGDA can play many different roles in accon'lplishing its mission. 

Facilitator 

Sponsor 

Financier 

AggTegator 

Shipper 

Owner 

Operator 

Internal project coordination focused on undcrsranding and 
meeting needs of participating entities. 

External project coordination including public process man­
agement, government relations, and stakeholder engagement. 

Spur pipeline or other project financing ranging from 
providing a Letter of Credit to taking an equity position. 

Accumulating demand from smaller buyers for purchasing 
natural gas on the North Slope and potentially aggregating 
shipping commi1mcnts for 1hc spurlinc and/or main pipeline. 

Commitment 10 tmnsport gru. through spurlinc :mtVor main 
pipeline. 

Hold deed to spur pipeline or other infrastmcturc. 

Coorract to operate the spur pipeline or other infrastructure. 

At this moment Alaska is poised to transition to a new governor. ANGDAs roles will be set by the new 
administration and the decisions it makes on the major North Slope natural gas pipeline project. 

. -0:�·· 

ANGD�s 

work plan 

include·s 

De-. doping the information required for permitting and financing a spur pipeline. 

Demonstrating the feasibility of propane extraction facilities and logistical systems. 

Preparing locaJ utilities to participate in the "opc11 season" process of tht major gas pipeline. 

Coordination with the full range of federal and state agencies to assure that Alaska's gas is 
brought to market for the maxunum benefit of Alaskans. 

ANGDA Board of Directors 
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From left to right: Robert Stinson, John T. Kelsey, Scou R. Heyworth (Vice-Chair), Harold Heinze (CEO), 

Andy Warwick (Chair), Daniel A. Sullivan (Not pictured: David W. Cuddy, Robert C. Favretto) 

NGDA 

Call or visit 
411 W 4th Avenue, First Floor, Anchorage, AK 99501 
Ph: ( 907) 257-1334 I Fx: (907) 646-5005 
www.angda.stntc.ak.us 

This publication was produced by 1he Alaska 
Natural Gas Development Authority (ANGDA) 
and published in Anchorage, Alaska at a cost of 
S0.20 per copy to provide information to the 
public aboL st t:he Alaska Natural Gas Pipeline 
Project(s). .iS notice is provided in accordance 
with AS 44.99.210 

This report was prepared by Harold Heinze and Corrie Young of ANGDA. Thank you !o Dan Wilcox and Tom Kearney of Petroleum News and Marilyn Plymlre for their coonfination. 
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BY 

Introduced: 
Referred: 

IN THE LEGISLATURE OF THE STATE Of ALASKA 

TWENTY -FIFTH LEGISLATURE -FIRST SESS10N 

ABILL 

FOR AN ACT ENTITLED 

"An Act relating to oversight of North Slope natural gas pipelines by the Regulatory Commission of 

Alaska under the Alaska Pipeline Act; repealing statutory limitations on the conduct of open seasons 

for the transport of North Slope natural gas for in-state use; and repealing a requirement that the 

Regulatory Commission of Alaska treat the regulation of intrastate rates for a North Slope natural gas 

pipeline as if the pipeline were a public utility." 

BE IT ENACTED BY THE LEGISLATURE OF THE ST ATE OF ALASKA: 

• Section 1. AS 42.06.240(f) is repealed.

• Section 2. AS 42.06.230(b) is amended to read:

(b) The commission's jurisdiction and authority extend to

( 1) an oil or gas pipeline facility operating in a municipality, whether home rule or

otherwise; if a conflict between a certificate, order, decision, or regulation of the commission 

and a charter, permit, franchise, ordinance, rule, or regulation of the [SUCH A] local 

governmental entity occurs, the certificate, order, decision, or regulation of the commission 

prevails; and 

(2) the intrastate transportation of [NORTH SLOPE] natural gas

1 



through a [NORTH SLOPE] natural gas pipeline to the extent not urcempted by federal law,

rule, or regulation. 

* Section 3. AS 42.06.370(c) is repealed.

Purpose 

The p�ose of this legislation is to remove potential impediments to timely state regulatory approval of a 
natural ga:5 piP.eline deliv�ring North Slope natural gas t9 ii:i-state users. �urrently, AS 42.06.2�9(f)provides 
specific directives regarding now the Regulatory Comm1ss1on of Alaska 1s to allo·w access to a p1pelme for the 
trans1>9rt of North Slope natural gas for m-state use. This provision has never been im_plementedoy the RCA. 
Both the Alaska Natural Gas Development Authority and the RCA support removal ofthis provision from 
Alaska statutes to allow maximum flexibility in designing a regulatory structure for access to the pipeline by 
shippers that meet market requirements. 

Similarly, AS 42.06.370(c) directs that a pipeline transporting North Slope natural gas shall establish rates as 
if it were a public utility re�Iated under AS 42.05. Tlie purpose for repeal is to allow maximum discretion in 
establishing just and reasonable rates to meet public interest requirements. 
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STATE OF ALASKA 

THE REGULATORY COMMISSION OF ALASKA 

Before Commissioners: 

In the Matter of the Proposal from the Alaska 
iNatural Gas Development Authority to Repeal 

AS 42.06.240(f) and AS 42.06.370(c) 

Kate Giard, Chairman 
Dave Harbour 
Mark K. Johnson 
Anthony A. Price 
James S. Strandberg 

P-05-10 

ORDER NO. 2 

ORDER CLOSING DOCKET 

BY THE COMMISSION: 

Summary 

We support the Alaska Natural Gas Development Authority's (ANGDA's) 

proposal to repeal AS 42.06.240(f) and AS 42.06.370(c). We close this docket. 

from 

Background 

At ANGDA's request, we decided to open this docket to teceive comments 

interested parties on the impact of ANGDA's proposal to repeal 

AS 42.06.240(f) and AS 42.06.370(c). 1 We held a public hearing on ANGDA's 

proposed statutory revisions on September 8, 2005. 

25 
1 Order P-05-1 O( 1), Order Scheduling Public Hearing and Requesting Comments,

dated August 29, 2005. 
26 
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1 Discussion 

2 We received comments from Steve Pratt, Consultant, on behalf of 

3 ANGDA, Flint Hills Resources Alaska, LLC; Anadarko Petroleum Corporation; and 

4 ENSTAR Natural Gas Company, a division of SEMCO Energy, Inc. 

s We sent a letter to Governor Murkowski stating, in part, that: Based on 

6 our review of the record in Docket P-05-10, we support ANGDA's proposal. 

7 AS 42.06.240(f) contains very specific requirements for the timing and substance of 

e intrastate capacity commitments made in connection with a North Slope natural gas 

9 pipeline. We believe that detailed requirements of that kind are more appropriately 

10 made by regulation, not in a statute. AS 42.06.370(c) is problematic because under it 

11 we are required to set rates of an entity which by statute must be certificated under 

12 AS 42.06 as though it were an entity certificated under AS 42.05. We believe that 

13 requirement raises uncertainties that should not be interjected into the rate setting 

14 process. 

15 We support ANGDA's proposal to repeal AS 42.06.240(f) and 

16 AS 42.06.370(c). We attach the February 28, 2006 Commission letter to Governor 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Murkowski to this order as an Appendix. We close this docket. 
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DEPARTMENT OF COMMERCE 

COMMUNITY AND ECONOMIC DEVELOPMENT 

REGULATORY COMMISSION OF ALASKA 

FRANK H. MURKOWSKI, GOVERNOR 

701 WES1 IJIGHTH AVENUE, SUITE 300 
ANCHORAGE, ALASKA 99501·3469 
PHONE: �'l) 276-6222 

February 28, 2006 

The Honorable Frank H. Murkowski 
Office of the Governor 
Alaska State Capitol, Room 430 
Juneau, Alaska 99801-1182 

Dear Governor Murkowski: 

FAX: (907) !!'16-0160 
TTY: (907) ll7"6-4533 
WEBSITE: WWw.stste.ak.uslrcal 

At the request of Harold Heinze, Chief Executive Officer of the Alaska Natural Gas 
Development Authority (ANGDA), we internally reviewed, publicly noticed, and received 
public comment orally and in writing on the revisions to AS 42.06 (Pipeline Act) 
proposed by ANGDA. ANGDA proposed to repeal AS 42.06.240(f) and 
AS 42.06.370(c). See attachment. 

Based on the record, the RCA supports the proposed revisions by ANDGA to AS 42.06. 
Both AS 42.06.240(f) and AS 42.06.370(c) were part of changes made to AS 42.06 in 
2000 that defined and added special provisions relating to a "North Slope natural gas 
pipeline." A North Slope natural gas pipeline includes all the facilities of a total system 
of pipe, including gas processing plants, used to transport "gas that is produced from 
the area of Alaska lying north of 68 degrees North latitude and that, but for a pipeline 
subject to regulation under this chapter, had not been committed for sale and delivery in 
a commercial market due to the prevailing costs or price conditions." 
(AS 42.06.630(12)). 

In addition to defining a North Slope natural gas pipeline and adding the provisions 
ANGDA seeks to repeal, the 2000 enactment added provisions that deal with the 
extension or expansion of a North Slope natural gas pipeline ·(AS 42.06.310(d)) and that 
permit a North Slope natural gas pipeline to have two classes of service, firm and 
interruptible (AS 42.06.350(c)). See attachment. 

In 2003, AS 42.06.350(c) was amended to make it applicable to all natural gas pipelines 
rather than only to a North Slope natural gas pipeline. Thus, any natural gas pipeline 
may now offer firm and interruptible service. If AS 42.06.240(f) and AS 42.06.370(c) are 
repealed, as proposed by ANGDA, AS 42.06.350(c) (extension and expansion) will be 
the only portion of statute requiring special treatment for a North Slope natural gas 
pipeline and the only portion making it necessary to retain the North Slope natural gas 
pipeline definition and jurisdictional subsections (AS 42.06.630(12), (13), and (14) and 
AS 42.06.230(b)(2)). 

We held a public hearing on ANGDA's proposed statutory revisions on September 8, 
2005. We enclose a copy of the transcript from that hearing. At the public hearing, 

-·
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Steve Pratt, Consultant, spoke on behalf of ANGDA. Mr. Pratt testified that the statutory 
provisions ANGDA sought to repeal contained ambiguities, which might lead to 
uncertainty, which translates to risk, and that increased risk translates into increased 
costs. He stated the provisions unnecessarily limited the discretion of the RCA to act in 
the public interest. No other person spoke at the public hearing. 

We received written comments on the proposed statutory revisions from three entities: 
Flint Hills Resources Alaska, LLC; Anadarko Petroleum Corporation; and ENSTAR 
Natural Gas Company , a division of SEMCO Energy, Inc. We enclose a copy of each 
of those comments. 

Flint Hills agreed with ANGDA that the statutes proposed for repeal might create an 
impediment to the expansion of the intrastate North Slope natural gas market and might 
also limit the authority of the RCA to protect the public interest. Flint Hills stated that the 
requirement of AS 42.06.240(f) that shippers provide three-year take-or-pay contracts 
as proof of intrastate firm transportation commitments is a very heavy burden on the 
customer. Flint Hills stated that AS 42.06.370(c) would limit the discretion of the RCA 
and limit the capacity of carriers, shippers, and customers to propose, debate, and 
develop creative rate models. 

Anadarko stated that its understanding was that the proposed revisions would serve to 
clarify the Pipeline Act and give the RCA greater discretion to resolve Intrastate 
transportation issues on a North Slope natural gas pipeline. Based on that 
understanding, Anadarko supported ANGDA's proposed revisions. 

ENSTAR stated in its filing that it was not ready to comment on the specific proposal. It 
observed that the interrelationships between the statutory and regulatory provisions that 
will govern development of North Slope natural gas were not simple. ENSTAR wanted 
a better explanation from ANGDA of the need for repeal and the consequences for the 
RCA's regulatory oversight of future gas pipelines. 

ANGDA submitted a filing documenting the legislative history of the provisions it seeks 
to repeal. ANGDA also submitted the remarks of former Alaska Attorney General 
Charlie Cole on this subject at a July 28, 2004 Legislative Budget and Audit Committee 
hearing on stranded gas. In those remarks General Cole explained why he believe 
AS 42.06.240(f) was problematic as applied to possible providers of natural gas to 
Fairbanks. However, he recommended revision of the subsection rather than repeal. 

Based on our review of the record in our Docket P-05-10, we support ANGDA's 
proposal. AS 42.06.240(f) contains very specific requirements for the timing and 
substance of intrastate capacity commitments made in connection with a North Slope 
natural gas pipeline. We believe that detailed requirements of that kind are more 
appropriately made by regulation, not in a statute. AS 42.06.370(c) is problematic 

2 



because under it we are required to set rates of an entity which by statute must be 
certificated under AS 42.06 as though it were an entity certificated under AS 42.05. We 
believe that requirement raises uncertainties that should noi be interjected Into the 
ratesetting process. 

Sincerely, 

REGULA TORY COMMISSION 

���� 
Chairman � 

Enclosures: Applicable Statutes 
Transcript of Public Hearing 
Public Comments 

cc: Harold Heinze, Chief Executive Officer 
Alaska Natural Gas Development Authority 
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AS 42.06.240(f) 

(f) In addition to other requirements of (a) - (e) of this section, the
provisions of this subsection apply to a certificate of public convenience
and necessity for a North Slope natural gas pipeline carrier or person that
will be a North Slope natural gas pipeline carrier under this chapter:

(1) the person making application shall dedicate a portion of the
pipeline's initial capacity sufficient to transport the total volume of
North Slope natural gas that has been committed by producers and
shippers of North Slope natural gas to tendering for intrastate firm
transportation service at the time that the operation of the North
Slope natural gas pipeline commences;

(2) upon receipt of the certificate application under this subsection,
the commission shall issue a public notice inviting prospective
intrastate shippers of North Slope natural gas to file requests for
service; a request for service submitted by a shipper in response to a
notice issued under this paragraph must include a proof of the
snipper's commitment to use the North Slope natural gas pipeline for
intrastate firm transportation service, specifying the volume of North
Slope natural gas that the shipper will tender for initial intrastate firm
transportation service;

(3) in its review of an application submitted under this subsection,

(A) for purposes of evaluating the total volume of intrastate
transportation of North Slope natural gas to be accepted for
initial intrast�te transportation, the commission shall determine
total volume based upon written commitments to tender North
Slope natural gas for intrastate firm transportation service
continuously for a period of not less than three years after the
operation of the North Slope natural gas pipeline commences
as follows:

(i) each request for service by an intrastate shipper that
is a public utility, as that term is defined in AS 42.05.990,
for the purpose of furnishing natural gas for ultimate
consumption within the state by its customers that
individually consume an average annual volume of less
than 20,000,000 standard cubic feet of gas per day shall
be supported by a written commitment by the public
utility that sets out the utility's best current estimate of
the average annual volume that the utility will require
during the three-year period;

(ii) each request for service by an intrastate shipper that
is not a public utility, as that term is defined in
AS 42.05.990 and each request for service by a public
utility for the purpose of furnishing natural gas for

Attachment 1 



ultimate consumption within the state by a customer that 
individually consumes an average annual volume of 
20,000,000 or more standard cubic feet of gas per day, 
that purchases North Slope natural gas from a North 
Slope natural gas producer, must be supported by one 
or more contracts for the purchase of the North Slope 
natural gas on a take-or-pay basis that extends for a 
period of not less than three years after the operation of 
the North Slope natural gas pipeline commences; 

(iii) the commission may consider peak volumes
specified in the written commitments of North Slope
natural gas producers and purchase contracts; and

(B) the commission shall set out in its order granting a
certificate of public convenience and necessity the total volume
of intrastate North Slope natural gas that the North Slope
natural gas pipeline carrier shall accept for Intrastate
transportation; the total volume may not exceed the volume
substantiated by written commitments and contracts that
comply with the requirements or this chapter;

(4) if the North Slope natural gas pipeline carrier wants to transport
North Slope natural gas within the state in excess of the amount set
out in the statement of total volume in the pipeline carrier's certificate
of public convenience and necessity, the pipeline carrier may apply
for authority to transport a greater volume of North Slope natural gas
within the state than the carrier is required by the commission to
transport in its order entered under (3)(8) of this subsection; the
commission shall grant the authority requested by the pipeline carrier
if the commission determines that the pipeline carrier's transportation
of a greater volume is consistent with public convenience and
necessity.

AS 42.06.370(c) 

(c) Rates demanded, observed, charged, or collected by a North Slope
natural gas pipeline carrier for intrastate service shall be designed as If
that portion of the North Slope natural gas pipeline were a public utility
regulated under the provisions of AS 42.05.

AS 42.06.310(d) 

(d) The requirement of (c) of this section does not apply to a North Slope
natural gas pipeline carrier to the extent that the capacity of the carrier's
North Slope natural gas pipeline does not allow for expanded capacity,
and does not apply to require a North Slope natural gas pipeline carrier to
enlarge or extend its North Slope natural gas pipeline system. However,
the commission may require a North Slope natural gas pipeline carrier to

Attachment 2 



expand, enlarge, or extend its North Slope natural gas pipeline system if, 
after notice and opportunity for hearing, the commission determines that 

{1) a person making a request for expanded, enlarged, or extended 
service by a North Slope natural gas pipeline carrier has made a firm 
. contractual commitment to the North Slope natural gas pipeline 
carrier to transport North Slope natural gas; and 

(2) the expansion, enlargement, or extension will not result In

(A) substantial injury, including economic injury, to the North
Slope natural gas pipeline facility or its customers;

(B) substantial detriment to the services furnished by the North
Slope natural gas pipeline facility; or

(C) the creation of safety hazards.

AS 42.06.350(c) [as It read when enacted] 

(c) In its tariff filed with the commission under (a) of this section, a North
Slope natural gas pipeline carrier may charge separate rates for firm
transportation service and for interruptible transportation service. A North
Slope natural gas pipeline carrier

(1) may, in addition, impose a reservation fee or similar charge for
reservation of capacity in a North Slope natural gas pipeline as a

condition of providing firm transportation service; the reservation fee
or charge Imposed by the carrier may not include any variable costs
or fixed costs that are not attributable to the provision of firm
transportation service;

(2) may not impose a reservation fee or similar charge for
reservation of capacity in a North Slope natural gas pipeline for
interruptible transportation service.

Attachment 3 



DEPARTMENT OF LAW 

OFFICE OF THE .HTORNEY GENERAL 

H(lnd Delivered To: 

Regulatory Commission of Alaska 
701 West 8th Avenue. Suite 300 
Anchorage. Alaska 99:SO l 

October 19, 2005 

FRANK H. MURKOH'Slv. GOl'f.RNO/. 
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Re: Docket No. P-05-10- ln the Matter of the Proposal from the Alaska Natural Gas 
Development Authority to Repeal AS 42.06.240(f) and AS 42.06370(c) 

Dear Regulatory Commission of Alaska: 

Per the Commission's request. enclosed you will find an original and IO copies of 
the legislative history of AS 42.06.240(0 and AS 42.06.370(c). prepared on behalf of 
ANGDA, for filing in Docket No. P-05-10. Thank you. 

AB/drj 
Enclosure 
cc: Harold Heinze 

Steve Pratt 

DAVID W. MARQUEZ 
ATTORNEY GENERAL 

By: 41�� 
Alan Birnbaum 
Assistant Attorney General 
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l Legislative History of AS42.06.240(f) & AS42.06.370(c) 

(HB 290 • 56 SLA 2000) ·- -

Chaoter 56 SU 2000 

-.___ 1
am History/Action ·-

I BIil Versions 
A. House Bill No. 290
8. House Bill No. 290 (O&G)
C. House Bill No. 290 {RES)
D. House Bill No. 290 (FIN)

��--
I 

Committee Minutes

House Oil & Gas Committee 
1. 1/27/00 Minutes
2. 211/00 Minutes
3. 2/10/00 Minutes

' 14. 2/17/00 Minutes

I House Resources Committee 
5. 2/21/00 Minutes
6. 3/1/00 Minutes

I'./ I, 

House Finance Committee 'J 

I 7. 3/23/00 Minutes ' . .. I ,; � ."� .i -- ·-

+-
6. 3/24/00 Minutes

19. 3/28/00 Minutes
·-

l 

Senate Finance Committee 
·-

l ' 

� .. --- 1 o. 4115/00 Minutes

Committee 8111 Files (Printed from Microfiche) 

·-. 
I Recorded Cassette Tapes. Committee Hearings (Total 12 Tapes. not 

I 

-

--i---
I 

-

__ ..,. 

I 

I 

-:., 

Included In binder located In OOL Oil, Gas & Mining_ Section) 
House Oil & Gas Committee 

1/27/00 Taee 1 of 2; Taee 2. of 2 
2/1/00 Taoe 1 of 1 
2/10/00 Tape 1 of 1 
2/17/00 Taee 1 of 2: Tape 2 of 2 

House Resources Committee 
2/21/00 Taoe 1 of 1 
3/1/00 Tape 1 of 1 

House Finance Committee 
3/23/00 Taoe 1 of 2: Tape 2 of 2 
3/28/00 Taoe 1 of 1 

Senate Finance Committee 
4/15/00 Taee 1 of 1 

Projects/Exxon/Reopener/Document Indexing/Exxon Reopener Dally Docs.xis 

., 

10/13/2005; 3:39 PM 
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STATE OF ALASKA 

THE REGULATORY COMMISSION OF ALASKA 

Before Commissioners: 

In the Matter of the Consideration of ) 
Regulations Classifying Pipelines Based ) 
upon Differences in Annual Revenue, ) 
Assets, Nature of Ownership, and Other ) 
Appropriate Distinctions ) 

---------�-------".;......_
) 

Kate Giard, Chairman 
Dave Harbour 
Mark K. Johnson 
Anthony A. Price 
James S. Strandberg 

R-05-11

ORDER NO. 1 

ORDER OPENING DOCKET AND SEEKING COMMENTS 

13 BY THE COMMISSION: 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Summary 

· We open this docket to seek comments on whether we should establish

two or more classes of pipelines under AS 42.06, and the reporting, accounting, and 

other regulatory requirements that we should prescribe for each class.1 

Discussion 

We recognize that the cost of regulation can be prohibitive for small, 

producer-owned pipelines and that full regulation of small pipelines could discourage 

exploration and development of Alaska's resources. We should consider simplified 

1 
See AS 42.06.620 which states: The commission may by regulation provide for 

the classification of oil or gas pipeline facilities based upon differences in annual 
revenue, assets, nature of ownership, and other appropriate distinctions and as 
between these classifications, by regulation, provide for different reporting, accounting, 
and other regulatory requirements. 

R-05-11 (1) - (12/2/05)
Page 1 of 3
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1 regulation If current regulation is unduly burdensome and adversely affects the 

2 development of Alaska's oil and gas resources. However, we must balance the need 

3 for such regulatory charge with the public interest in open access to pipelines and 

4 reasonable transportation rates. 

5 At our November 4, 2005, Public Meeting, we decided to open this docket 

6 to seek comments from interested persons on whether we should consider regulations 

7 establishing two or more classes of pipelines. In particular, we are interested In whether 

e we can ease the burden of regulation on small, producer-owned pipelines that ship only 

9 the producer's products, while still adequately .. protecting the Interests of unaffiliated 

10 producers, end-users and the public. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

We seek comments on whether we should establish two or more classes 

of pipelines under AS 42.06. We also seek comments on the reporting, accounting, and 

other regulatory requirements we should prescribe for each cluss and how- .... ... 
implementation of comments will encourage development, provide cost-effective 

regulation, provide open access to pipelines, and allow for reasonable transportation 

rates while protecting the public interest. 

Comments must be filed by 4 p.m., January 13, 2006, with reply 

comments due January 27, 2006. We request that commenters reference Docket 

A-05-11. Since this is a regulations proceeding, commenters are not required to serve 

their comments on the other entitles set out on the service list of this Order. .We will 

post copies of all filed comments on our web site. 

A-05-11{1) • (12/2/05) 
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ALASKA NATURAL GAS 

DEVELOPMENT AUTHORITY 

Kate Giard 
Chairman, Regulatory Commission of Alaska 
701 West Eighth Avenue, Suite 300 
Anchorage, AK 99501-3469 

Dear Chairman Giard: 

FRANK H. MURKOWSKI, GOVERNOR 

411 WEST 4TH AVENUE 
ANCHORAGE, ALASKA 1111501 

TELEPHONE: (i01} 257-1347 
FACSIMILE: (901) 645-5005 

As you know, the Alaska Natural Gas Development Authority (ANGDA) is 
reviewing the feasibility of constructing a pipeline to transport natural gas to 
various users, including Alaskan consumers. Should construction prove 
feasible, ANGDA anticipates applying to the Regulatory Commission of Alaska 
(RCA) for a Certificate of Public Convenience and Necessity. Since certification 
is required prior to commencing construction, any delay in certification could 
prove detrimental to the project. 

Our review of AS 42.06 has raised concerns that the Commission may not have 
at its disposal the tools required to efficiently process our application within the 
statutory six-month time frame. Therefore, ANGDA would like to work with the 
RCA to advocate statutory changes that increase the RCA's discretion in 
streamlining certification proceedings for jurisdictional natural gas pipelines 
owned by the state that transport North Slope natural gas. The proposed 
changes, which we will be considering at our June 2ih meeting, are detailed 
below. ANGDA invites the RCA's input regarding any concerns with these 
changes that we hope you will join us in advocating. 

We consider this a matter of some urgency since Governor Murkowski has 
indicated that the Alaska Legislature could have the matter of moving North 
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Slope gas to market before it within a few months. We believe that these issues 
could and should be part of any special session that is called. 

1. Grant the RCA discretionary authority to exempt a pipeline owned by
the state, or a public corporation owned by the state, from any provision
of AS 42.06. Currently, full regulation of pipelines is mandatory under AS
42.06.140(a)(1) regardless of any public interest determination the RCA might
make with respect to any particular applicant, circumstance, or statutory
provision. \Ne believe that RCA forbearance authority will allow the
Commission t1.1 fit its regulatory regime to the dictates of individual
circumstances while effectively meeting public interest requirements.

2. Exempt pipelines owned by the state, or by a public corporation of the
state, from AS 42.06.240(f). In addition to being unclear as to how it might be
implemented, which could lead to delay in and of itself, this section of the
statute specifies criteria the RCA shall use in determining the maximum and
minimum amounts of gas a pipeline transporting North Slope natural gas shall
be authorized to transport. ANGDA, considering the needs of potential shippers
as well as potential financiers, needs the flexibility to propose to the RCA its
own rules for determining whom it will transport gas for, how much gas it will
transport, the terms and conditions for offering various levels of service, and
how each type of offered service will be defined. ANGDA and the RCA should
have the authority to rely on input from market participants to make these
determinations rather than relying on what we believe to be obsolete statutory
dictates.

3. Repeal AS 42.06.370(c). This provision requires that the structure of
prices charged by a pipeline transporting North Slope natural gas be designed
as if the pipeline were a distribution utility regulated under AS 42.05. ANGDA
financial goals afld optimal just and reasonable rate design may differ from a
typical gas or electric distribution utility. ANGDA and the RCA should have
maximum flexibility to design rates to meet public interest goals. It is unclear to
us why flexibility in rate design for a North Slope natural gas pipeline should be
more restrictive than that applying to other pipelines.

Chairman Giard, we appreciate ''">Ur assistance in helping us to advance the 
goals of the Stranded Gas Act as well as Ballot Proposition Number 3 that 
brought ANGDA into existence. The ANGDA Board has expressed its interest in 
meeting with representatives of the RCA to discuss these proposals further. 



Stranded Gas Hearings 
(0407281315 Minutes) 

Access to Capacity for Alaskan Communities 
Charlie Cole, Board of Directors, Alaska Gas/ine Port Authority, July 28, 2004. 

MR. CHARLIE COLE, Board of Directors, Alaska Gas Pipeline Authority, said 
he wanted to talk about the Gas Act's provisions at Fairbanks. 

I have to say preliminarily that I have some hesitation about speaking 
critically, you might say, about an item of legislation that passed the 
legislature by a vote of 20 - 0 in the Senate and 38 - O in the House. 
Obviously, any bill that passes the Alaska Legislature with votes like that 
has strong support and is viewed by informed legislators as good 
legislation for this state. So, with that caveat and that reservation, I want to 
speak a little bit today about the effect of that bill as I see it on Fairbanks 
and other Interior communities and in a sense, communities down river. 

One, Alaska is cold and Fairbanks is, on occasions, very cold. It is one of 
the restraints on growth that we have in Alaska and we'll always have in 
Alaska - is the cold weather. With that given, low cost economic energy is 
vital for the economic development of, certainly, Interior Alaska and, as we 
have seen, how vital and how beneficial that has been to the Anchorage 
area. But, Fairbanks has not had that benefit and Fairbanks continues to 
struggle economically as respects quality of life for the high cost of energy 
there. 

So, if one looks to the future of Fairbanks, if Fairbanks is going to have 
any economic growth ... it must have cheap economic energy to offset the 
costs of living there. 

The second given is that these Alaska resources should be primarily for 
the benefit of Alaskans. Isn't that what Governor Murkowski said? He said 
one of the fundamental purposes of the use of these resources of Alaska 
should be to benefit Alaskans. 

Senator Seekins would know at times in Fairbanks when it's 50 degrees 
below zero, we have people there who buy 50 gallons of fuel oil to heat 
their house, to keep it from freezing, because that's all they can afford, if 
you can believe that. One of the givens for the Fairbanks community is we 
really need gas. There's only one place we're going to get that gas and 
that's off this gasline, if it's ever built. Presumably, it's going to be built. 



Also, if we want to keep the military bases in Fairbanks - you know those 
base closure proceedings come up every once in a while. One of the 
criticisms we talk about keeping Eielson and Fort Wainwright there is how 
much it costs to keep those bases open. If we're trying to reduce the 
defense budget, maybe we're trying to, I'm not really sure that we are, but 
if we are, we've got to reduce the cost of power and heating at those 
bases. So, that should, in my view, be given as a policy. 

So, what did the Stranded Gas Act do for Fairbanks in tmat regard? Given 
I think those unanimous policies - lets just read what AS 42.06.240 says 
in that regard .... starting with section (f). 

In addition to the other requirements of (a) through (e) of this section, the 
provisions of this section shall apply to a certificate of public convenience 
and necessity for a North Slope natural gas pipeline carrier or a person 
that will be a North Slope natural gas pipeline carrier under this chapter. 

(1) The person making the application shall dedicate a portion of the
pipeline's initial capacity sufficient to transport the total volume of North
Slope natural gas that has been committed by the producers and shippers
of North Slope natural gas to tendering for intrastate firm transportation
service at the time that the operation of the North Slope natural gas
pipeline commences.
(2) Upon receipt of the certificate application under this subsection, the
[RCA] shall issue a public notice inviting prospective intrastate shippers of
North Slope natural gas to file a request for service. A request for service
submitted by a shipper in response to the notice issued under this
paragraph must include a proof of the shippers commitment to use the
North Slope natural gas pipeline for intrastate firm transportation service,
specifying the volume of North Slope natural gas that the shipper will
tender for initial intrastate firm transportation service.
(3) In its review of an application submitted under this subsection:
(A) For the purpose of evaluating the total volume of intrastate
transportation of North Slope natural gas to be accepted for initial
intrastate transportation, the [RCA] commission shall determine the total
volume based upon written commitments to tender North Slope natural
gas for intrastate firm transportation service continuously for a period of
not less than three years after the operation of the North Slope natural gas
pipeline commences as follows (the RCA has to determine the total
volume based upon written commitments (before the certificates of public



convenience and necessity are issued and before pipeline construction 
begins - day one): 

(i) Each request for service by an intrastate shipper that is a pc,blic utility,
as that term is defined by statute, for the purpose of furnishing natural gas
for ultimate consumption within the state by its customers that individually
consume an average annual volume of less than 20 million standard cubic
feet of gas per day shall be supported by a written commitment by the
public utility that sets out the utility's best current estimate of the average
annual volume that the utility will require during the three-years period.

MR. COLE emphasized that a written commitment gives the sense of something 
that is binding and obligatory, but after reading the next sentence, it may not 
mean contract. 

(ii) Each request for service by an intrastate shipper that is not a public
utility, as that term is defined by law, and each request for service by a
public utility for the purpose of furnishing natural gas for ultimate
consumption within the state by a customer that individually consumes an
average annual volume of 20 million or more standard cubic feet a day,
that purchases North Slope natural gas from a North Slope natural gas
producer must be supported by one or more contracts for the purchase of
the North Slope natural gas on a take or pay basis that extends for a
period of not less than three years after the operation of the North Slope
natural gas pipeline commences.

MR. COLE explained that means that anybody who wants this natural gas, if it 
is not a public utility or it is a public utility with more than 20 million standard 
cubic feet per day, you have to reach a contract now to buy natural gas from the 
carrier on a take or pay basis. Fairbanks has no natural gas distribution system 
or facilities for converting natural gas to electrical energy; so, who in Fairbanks 
would enter into a contract like this, he asked. He didn't know how such a 
project would be financed and supposed that it would be impossible. 

CO-CHAIR OGAN interrupted to say that LNG is being shipped from the 
Matanuska Valley to Fairbanks at $7 per thousand CF and it wouldn't take too 
much to set up a turbine to turn the natural gas into electricity. 

MR. COLE responded that it wouldn't be very practical to enter into a contract 
now without knowing what rates the RCA will set and approve as just and 
reasonable. Fairbanks needs a whole distribution system for homes to be 
heated and no one knows what that would cost and no one would finance it. 
However, he noted that was only part of the dilemma. The next section says: 

(iii) The RCA may consider peak volume specified in written commitments



of the North Slope natural gas producers and purchase contracts; and 

(B) The commission shall set out in its order granting a certificate of public
convenience and necessity the total volume of intrastate North Slope
natural gas that the North Slope natural gas pipeline carrier shall atcept

for intrastate transportation.
MR. COLE said that means the certificates of public convenience and necessity 
shall say the total volume of intrastate gas may not exceed the volume 
substantiated by written commitments and contracts that comply with tt.le 
requirements of the chapter. Commitments have to be in place, then the RCA in 
the certificate of public convenience and necessity says, "You've got to send out 
X, but you can't ship any more for intrastate transportation." 

He emphasized that it gets worse: 
If the North Slope natural gas pipeline carrier wants to transport gas in 
excess of the amount set forth in the statement of total volume of the 
pipeline carrier's certificate of public convenience and necessity, tme 
pipeline carrier may apply for authority to transport more. 

MR. COLE explained that means the carrier has to see if it can get authority to 
do that. 

We're looking at a gasline that's going to potentially be running by 
Fairbanks for the next 30 years. How are we ever going to, for example, 
entice anyone else to come to Fairbanks and utilized this natural gas for a 
petrochemical facility? What about supplying natural gas to Fort 
Wainwright? Cor.verting those bases? And how are we going to furnish 
natural gas to Eilson Air Force Base? Once, ten years down the road, it 
then becomes up to the gasline to decide whether they want to increase 
the intrastate capacity for Fairbanks. And I'm not talking just about 
Fairbanks and Eilson and Fort Wainwright, I'm talking about Tok, l'n1 
talking about Delta Junction on the way down the Highway, but I'm also 
talking about the development of propane facilities to be able to ship 
propane down river to these other communities. I mean, once you do this, 
[it] is locked in. Then it's up to the pipeline, itself, to decide whether it 
wants to increase the capacity - and that's over the next 10, 20 or 30 
years or maybe 50 years. 

This is legislation, which I think is ill-advised, if I may say. That's a little 
strong for people who voted 58 - O; I realize that. But, I think for the 
reasons I've given you, this Legislature should take a look at it and decide 
whether it needs to be revised. Probably 90 percent of what you hear in 
these hearings you have no control over. It's under the control 'lf FERC. 



"Connecting Alaskans To Their Natural Gas" 

Anchorage on June 20, 2008 

In-State Use of North Slope Gas 

''It's the Open Season ... 111

In.State Gas Issues 

• ANGDA "Spur Line" from Delta Junction
to Beluga via Glennallen (370 miles of 20")

• Alaska utility gas needs (250 mmmscfpd)

& potential industrial demand

• In-State Project threshold & tariff
sensitive to throughput commitments

• Changes needed in RCA Open Season

Statute

• Preserve potential for gas based "value

added" industries
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Gas Pi�eline Cost of Service Estimates (stmmbtu)

100 250 500 
- - -

mmscfpd mmscfpd mmscfpd 

Fairbanks 

Bullet Line $10.00 $3.50 $2.00 

Big Pipe $1.25 $1.25 

Cook Inlet 

Bullet Line $15.00 $5.25 $3.00 

Big Pipe $1.50 $1.50 $1.50 

Spur Line $5.00 $1.75 $1.00 

Total Spur $6.50 $3.25 $2.50 

Plpel/ne Costs Only- Comparable B & V EsUmate would be $3.50 to Alberta 

''It's the Open Seasqn ... ''. 

- The gas demand volume profile for
various Alaska utilities will be known

- Long term utility gas purchase and
shipping commitments could exceed
$10 billion

-An aggressive time line will allow
Alaska utilities to strike the "best
negotiated deals" before the FERC
open season

\ 
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REPRESENTAT
I

VE MARK NEUMAN 

December 4, 2007

Harold Heinze
8xccutive Director

Rcprescntative_Marlc_Ncuman@lcgis.state.ak.us

Alaska Natural Gas Development Authority

Dear Mr. Heinze,

s.n.,u 
Aluka S1a1e c.pilOI 

Juneau, AK 99801-1182 
Phona: (907) 46S-U79 

Fax: (907) 46S-.4B22 
Toll Fn:e (Bn) 46.S..2679 

,,.,.,,, 
600 B. Ratlrold Ave 
Wu01a,AK99654 

Phone: (907) 37�2679 
Pax: (907) 376-<4'745 

As Chairman of the House Special Committee Economic Development, Trade, and Tourism and a member of the
House Oil & Gas Committee, it would be prudent to understand Alaska's potential for a value added iildustry by 
processing gas from Alaska's North Slope. 

The legislature will consider p�oposals under AGIA during this next legislative session. I believe it is important to
have this infonnation in determining what the maximum economic benefit is as required by our states' constitution.
I would like to have the infonnation by Februarf so I can schedule hearings on this issue early in the session. 

I would appreciate an analysis that would present the following infonnation:

• the gas composition and volume available under the various AGIA proposals
• the potential products which can be made with these volumes 
• a basic description of the physical plant necessary to process these volumes
• the range of prices paid for these feedstock in other jurisdictions 
• the number of jobs that could be generated under the various scenarios
• the major markets for these products 
• possible location of processing plants in Alaska
• the gross revenues that would be generated from sales of these products
• potential favorable backbaul shipping rates from curn,nt Alaskan shippers and vessels on the great circle

route 
• oth�r information not requested but pertinent to the scope of this request

Please advise me if you arc able to complete such an analysis and what the time frame for completion would be.

Thank you for your attention to,��
. 
ttcr.

�����L,/�,..<.____ 
Representative Mark Neuman
Chairman 

BIO V.KI! • HOUSTON • Ml!ADOW LAICES • 1C1NK CiOOSI BAY• TAU(l!gTI,IA • WIU.OW • TllAlt'EJl CRl!l!lt • SUNSHINB • SICWlllfflllA 



+ Industry
• LNG
• GTL
• Ammonia / Urea
• Other
• Petrochemicals
• Propane

Alaska Natural Gas Needs 

& Market Assessment 

Update Presentation 

Presented in Anchorage 
on June 20, 2008 

Alaska Legislature 

DRY GAS 

l NGLs 
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+ Horizontal axis shows potential NG demand for each
industry based on world class-size facilities for LPG,
petrochemical, and GTL

+ LNG was based on the continued use of the Kenai
liquefaction facility

• Vertical axis shows maximum price of NG that each industry
can afford at the projected product prices

+ Forecasted market prices in SC Alaska are overlaid

Market Prices in South Central Alaska (2015'-2035) 

100 200 300 400 500 600 700 800 900 1000 1100 1200 

Quantity MMcfd 

I 

PRODUCT 
2006 \' 2008 Ugdate 

Report ,:: 
Low Case High Case 

LNG, California 
$5.07 $6.09 $13.17 

($/MMBtu) 

LNG, Japan 
$6.10 $7.05 $16.74 

($/MMBtu) 

Diesel ($/MMBtu) $9.46 $11.47 $33.08 

LPG ($/ton) $383 $453 $1,305 

Ammonia ($/ton) $224 $322 $676 

Polyethylene ($/ton) $1,065 $1,097 $2,081 
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Netback Price Findings: Low Case 

100 200 300 

LNG 

Japan 

�-

LNG 

Market Prices fn South Central Al� 

California 

400 500 600 700 800 900 1000 1100 1200 
Quantity of NG in MMcfd 

Netback Price Findings: High Case 
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Estimated Capital Costs By Industry 

INDUSTRY $ MIiiions 

LPG $844 

GTL $3,112 

LNG $880 

Ammonia $257 

Petrochemicals $2,993 

Total $8,086 

enue and Cost Estimates, Year 10' 

Revenue 
----------ll!IHigh Case 

.Low Case 

Petrochem LNG 

Costs 
EHighCase 
.Low Case 

Fertilizer 
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Short List of companies that may be interested in 

developing Alaskan Industry . . .

Conoco­
Phillips 

Exxon-Mobil 

BP 

Conoco­
Phillips 

AmeriGas 

Exxon-Mobil 

Shell 

DuPont 

L Fertilizer 

Agrium 

Sasol 

Based on the assumptions in this analysis . . .

• Recent increases in NG and product prices improves
the feasibility of NG-intensive industries in Alaska

• All assessed industries appear feasible under the
applied high price scenario

• Under the low price scenario, LNG and GTiL
industries may need contracts in premium markets
(e.g., Japan) for feasibility

• The greatest uncertainty is associated with GTL due
to the combination of evolving market, costs, and
technology

8 
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Disclaimer 

This report did not involve the collection or generation of any new or original data. All conclusions and 
judgments presented in this report are based on information obtained at the time of the assessment. This 
report is intended to be used in its entirety. Taking or using in any way excerpts from this report are 
not permitted because, when taken out of context, such excerpts run the risk of being misinterpreted and 
are not representative of its findings; therefore, any party doing so does so at its own risk. 

ln preparing this repNt, SAIC has relied on verbal and written information provideJ by secondary 
sources and interviews, including information provided by customer. Because the assessment consisted 
of evaluating a limited supply of information, SAIC may not have identified all potential items of 
concern and/or discrepancies and, therefore, SAIC warrants onJy that project activities under this 
contract have been performed within the parameters and scope communicated by ANGDA and reflected 
in the contract. SAIC has made no independent investigations concerning the accuracy or completeness 
of the information relied upon. 
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1.0 Purpose 

Alaska Natural Gas Needs and Market Assessment: 
2008 Update of Industrial Sector 

The objective of U1is report is to provide an updated assessment of U1e potential value of gas­
intensive industries in South Central Alaska if a pipeline is constructed 1h111 provides Alaska 
North Slope (ANS) gas to this region. The original study, Alaska Natural Gas Needs and Markel

Assessment, was conducted for the US Department of Energy, National Energy Technology 
Laboratory, and released in April 2006. The 2006 Study addressed gas supply and demand from 
all sectors in Central and South Central Alaska, including residential, conuucrciaJ, power, and 
industrial needs. Industrial demand included both gas-intensive industries (i.e., LNG. fertilizer, 
petrochemical, GTL, and LPG), and other industries for which demand is primarily for power. 
An investment model was applied to assess poteutial gas-intensive industries, which are 
particularly sensitive to their feedstock (i.e., gas) prices. Since 2006, oil, natural gas, and 
product prices have risen considerably, both domestically and internationally, requiring an 
update to the financial modelin0 previously performed for gas-intensive industries. 

2.0 Key Findings 

The results of this study suggest the following key findings: 

• The recent rise in natural gas and product prices has improved feasibility of the assessed
natural gas-intensive industries in South Central Alaska.

• Under base case price assumptions, petrochemicals and liquid petroleum gas (LPG) are
potential sources of large increments of natural gas liquids (NGL) demand. They could
provide an additional 127,000 barrels per day (bbl/d) of NGL consumption, 201 million
cubic feet per day (MMcf/d) of gas equivalent.

• Both the current liquefied natural gas (LNG) export facility in Nikiski and a greenfield
gas-to-liquids (GTL) plant may require sales contracts in premium markets for economic
feasibility under the low price scenario. Natural gas demand from these industries is
estimated at 375 MMcf/d and 464 MMcf/d for LNG and GTL, respectively.

• The investment climates for all as essed industries will remain highly uncertain given
ongoing volatility in energy and product prices.

• The greatest uncertainty is associated with GTL due to the combination of evolving
market, costs, and technology.

Aluka Natul'II GIi Nllldt and Matbt AIINlmlnt: �008 Updalt of the lnduatrlal Sector 



3.0 Scope and Assumptions 

3.1 Gas Pipeline Operation 

Nalural gas and natural gas liquids (NGL) demand by industry is assessed bnsecl on the 
assumption of a dense-phase wet gas line that delivers ANS natural gas und NGL to South 
Central Alaska through a spur pipeline tJ1at branche off from tJ1e proposed Alaska Natural Gas 
Pipeline (ANGP) that would transport natural gas from the ANS to CannclH and the Lower 48 
Slates. The gas-intensive industries assessed in this report are assumed to be located in South 
Central Alaska due to expected lower operating and capital costs and proximity to export 
terminals and major trade routes. 1 As determined in the 2006 Study, an NOL-rich stream will 
generate the greatest level of industrial demand in Alaska. 

The route of the pipeline to South Central Alaska is not determined in this update. However, for 
the purpose of modeling the pipeline tariff, it is assumed that the Alaska Nutural Gas Pipeline 
(ANGP) from ANS to the Lower 48 States is constructed with the spur line branching off in 
Central Alaska (e.g., Delta Junction, or Fairbanks). As in the 2006 Study's largest wet ga 
pipeline scenario, pipeline capacity from the ANS to Central Alaska is at least 4.5 Bcfd, and the 
spur line capacity is approximately 1 Bcf/d, with operations commencing in 2015. 

Also as in the 2006 Study, the wet gas spur line is assumed to be enriched with NGL extracted at 
a separator plant in Central Alaska. Surplus dry gas from the separator (i.e., in excess of South 
Central needs) is then re-injected into the ANGP for delivery to the Lower 48 States. The 
extracted NGL are assumed to be transported through a spur line to meet demand from two, new 
South Central industries: petrochemicals and LPG. The amount of enrichment in tJ1e spur line is 
adjusted based on the main line gas composition to meet the industrial demand for etJ1ane (i.e .. 
the petrochemical industry). In contrast, the LPG industry demand is adjusted based on the 
average gas composition in the ANGP from the ANS, and the resulting amount of propane and 
butane in the enriched mixture removed by the Central Alaska separator. Assumed gas 
composition at the separator inlet and outlet is described in Appendix A. 

3.2 Industrial Demand 

The potential industries represented in this update are the same as those in the original study's 
largest wet gas spur line scenario, which calculates petrochemical and GTL demand based on 
sizing and siting "World Class" facilities. In this study, the GTL complex was sized to a 50,000 
bpd capacity, which demand 464 MMcfd. LNG industrial demand is based on retrofit of the 
current, nearly 40-year old plant in Nikiski and expansion to 3.0 MMTPA, demanding 375 
MMcfd. Fertilizer industry demand is based on renovation of the 40-year old Agl'ium-owned 
facility in Kenai, and would demand 145 MMscfd. The Agriwn facility is ctmently mothballed 
due to dwindling supply from the Cook Inlet and associated high feedstock prices. LPG industry 

1 The 2006 Study considered industry at Fairbanks and the North Slope. but found that localing industry in South Ccnttal Alaska 
to be the most economically viable. Residential and commerrinl gns demand growth were the strongest nnd anchor rust01,,:.rs 
such ns the ConocoPhillips LNG terminal and the Agrium fertilizer plant on the Kenai Peninsulnr were then operational, 
providing a ready source of demand. 

Aluka Natural Gu Needs and Martlet Amument: 2008 Update of the lnduatrlal Sector 
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demand is calculated a the amount of extra propane a�1d butme in the wet gas line, which is 
determined by the spur line volume and liquids content. 

Table 1 shows the gas and NGL capacity and demand for the potential industries considered in 
this update reporl. Only the LPG industry capacity and demand differs from the 2006 Study. 
This Study updates ANS ga composition and reflects the "Rich Gas Case" composition 
described in the Alaska Gasline Inducement Act (AGlA) Request for Applicntions (RFA), 
released in July, 2007. 

Table 1: Potential Industry Capacity and Demand for Natural Gas and NGL 

LNG•• 

GTL 

Petrochemical 

LPG 

1.25 MMTPA ammonia, 
1 MMTPA urea 

3.0 MMTPA 

50,000 bpd low sulfur diesel 

1.27 MMTPA ethylene 

145 

212 

480 

122 
(76,000 :..pd othane) 

78""
50,000 bpd LPG 

(41,000 bpd propane, 9,000 bpd butane) 
�-_,.....,..,,...------'1....,--------T--:-......,...-t--,--'-----------------.-----'---i 

Total P.,Ual Demlnda , 1 1a."'· 
• Assumes upgrade of the existing fertilizer plant
•• Assumed expansion of the existing LNG facility at Nlkiski
••• Under the "Lean Gas Case· composition described In the AGIA RFA, LPG capacity and demand would be 

reduced to approximately 24,000 bpd propane and 4,800 bpd butane, which is equivalent to 45 MMcf/d 
methane. 

In both the 2006 Study and this update, it is recognized that pentanes will also be in the spur line 
gas stream, and will be separated out in South Central Alaska. Pentanes can likely be readily 
sold for blending into local gasoline, however their quantity and associated total value is quite 
small compared to the other gas stream components (i.e., approximately l .400 bpd pentanes 
versus over 50,000 bpd LPG), thus pentanes are not further considered in this assessment. 

3.3 Financial Assumptions 

As in the 2006 Study, this update of industrial gas needs is market based and does not include 
analysis of gas price discounts or special incentives by the state to encourage in-state industrial 
development. Also as in the 2006 Study, it is assumed that, as a result of the integration of the 
South Central gas market with Canadian and Lower 48 gas markets, Alaskan gas prices will be 
based on Lower 48 gas prices adjusted for tariff. Thus, the price of natural gas in South Central 
Alaska is determined as the market price for natural gas at Henry Hub2, minus the difference in 
estimated tariff rates between Henry Hub and South Central Alaska. ln this update report, these 

? This is the pricing point for Nonh American natural gas futures on the New York Mercantile exchange. It is located in Erath, 
Louisiana. 
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differences are estimated to be $2.51 Md $3 .12 in the "Low" and "High" rm,c sccaal'ios, 
respectively. 

All results presented in lltis update report are in 2007$ unless specified othcrwi ·e. As in the 
original study, the financial analysis assumes the followin� for each industry: 

• Project Life - 20 years. This is a common industrial project liCc.

• Discount Rate-12% rate. This varies among industries and projects, nnd may be
relatively low for indusn·ies with higher risk (e.g., GTL).

• Federal and state ttm:s - were assumed at the nates of 35% and 4.5% of taxable income,

res pecti vel y.

• Cost Adjustmen - to adjust for the higher costs in Alaska compared to the Lower 48,
construction and 0perations costs were multiplied by J .3 for South Central Alaska.

• Cost of Capital ( during construction) - 6%.

• Financing - all projects were assumed to be equity financed as tum-key projects.

The financial analysis of each industry is designed to determine the netback value of the 
feedstock (i.e., dry natural gas, ethane, or propane) to each industry. Netback value represents the 
maximum price for natural gas and NOL that each industry can afford to pay given global price 
for products, transportcuion costs, capital and operating costs, discount rate, and taxes. 

The industry-specific inputs to the financial analysis for capital and operating costs, and shipping 
costs are the same values used in the 2006 Study after adjustments based on changes in Producer 
Price Indices from 2005 to 2007, as published by the Bureau of Labor Statistics. Table 2, below, 
displays the updated cost assumption for each industry assessed - these costs were held constant 
in both the high and low market price scenarios. 

Table 2: Coat Assumptions for Potential Industries ($ mllllons) 

' 
A • : 

. · ... ....

Fertilizer• $257 $316 
· �

LNG•• 
JI. 

$880 $642 

GTL $3,112 $772 

Petrochemical $2,993 $722 

LPG $844 $440 

• Assumes upgrade of the existing fertlliLer plant

.. 

•• Assumed expansion of the existing LNG facility at Nlklskl

' 

$55 

$128 

$103 

$80 

$66 

. 

. ... 
$589 

$1,271 

$1,504 

$1,046 

$740 
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$57 

$135 

$108 

$82 

$69 



4.0 Methodology 

This analysis employs the same investment model adapted to each industry that was used in the 
2006 Study. lnput parameters include facility specifications (i.e., size, efficiunt'y, etc.), 
production costs, and projected product prices on world markets. Model output11 include the 
netback value of gas to each industry. As an example, the value of gas to a fcnilizer plant is 
calculated as the average annual price of fertilizer on th� world market mintll- the average annual 
cost of transportation, and present value of rombined capital and operating co�t' to convert 
Alaskan natural gas to a fertiiizer. 

For this update, model input parameters were changed to reflect increases i11 fmccasted gas and 
oil p1fots, and related increases is the price of industrial products that would he produced from 
the modeled industries. Forecast natural gas and oil prices are based on tho Ent,rgy Information 
Administration (EIA) forecasts published in the Annual Energy Outlook 2008 us the "reference" 
case for Lower 48 prices. The EIA forecast prices for gas and oi! �e viewed hy many energy 
analysts as conservative, thus this forecast is used as the "low" price scenario in this report. The 
June 3, 2008 futures prices of natural gas and crude oil on NYMEX for 2012 were used to 
represent a high price scenario in 2012, with the subsequent high-price scennrio forecast through 
2030, following the same annual percentage change as in the low price scenario. Historical and 
forecast prices of Lower-48 natural gas and crude oil are shown in Figure 1. 

Figure 1: Lower-48 Crude 011 and Natural Gas Prices: Historical and High and Low Forecast 
Scenarios (2007$) 
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As described in the assumptions discussed above, the price of natural gas in SouLh Central 
Alaska was determined as the market price for natural gas at Heiu·y Hub, minu:,; the difference in 
estimated tariff rates between Henry Hub and South Central Alaska .. 

Forecast product prices for each of the modeled industries are based on their historical 
relationship with natural gas and crude. Historical natural gas prices have a tighter relationship 
with ammonia and LNG, thus high and low natural gas price fo:·ecasts are d1c basis of the 
ammonia and LNG price forecasts. Historical crude prices have a tighter relationship with 
polyethylene, propane, and diesel; thus high and low crude price forecasts are the basis of the 
product forecasts for petrochemical, LPG, and GTL industries. Figure 2 shows the high scenario 
forecast of product prices. 

Figure 2: High Scenario Product Price Forecast for LNG, LPG, Polyethylene, Ammonia. and D188el 
(2007$) 
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The average low and high forecast product price from 2015 to 2030 is used in the investment 
model, a summary of these prices is provided in Table 3. Unless specified otherwise, prices in 
Table 3 represent average world prices -- in general, market locations are spe:. · c.-ied for prices 
representing products that may be sold to regions that are expected to have coi.-,istent price 
premiums. 
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Table 3: Average Forecast Prices {Model Input): 2015·2030 

���-��-,.,�, .. ;,,:'j·�"'l7"":��-,.,r·,-·::1·'. -,� ... �'l'l.!I-.-,-:--"T"; -.,. .... _

ill'� .: . .:i...; !.L�..t:.:.£!:.,�,t;.;,�L�-'..=:..,..\L.•fJt� •:, ····�··-�� 
Natural Gas, Henry Hub ($/MMf:!tu) $6.44 $13.52 

Natural Gas, SC Alaska ($/MMBtu) $3.93 $10.41 

Crude OIi Price ($/Bbl) 
' ' ii ,,i l 

$52.26 $150.69 

LPG ($/ton) 
!I •• •i'j)�,,.:·, ', ' ,.,; $453 

. $1,305 
. 

·
· -

Diesel, North America ($/MMBtu) I ,. $11.47 $33.08 
,. 'j ·-,a

$14.14 8 Diesel, Japan ($fMMBtu) ,.,. ,. " $35.75
a 

LNG, Southern California ($/MMBtu) $6.09 $13.17 

LNG, Japan ($/MMBtu) '), 
' 111 $7.05 n $16.74 

Ammonia ($/ton) I, J_ a $322 $676 

Polyethylene ($/ton) $1,097 $2,081 
a Based on the world crude oil forecast plus a $0.37/gal premium In Japan based on average 

prices in 2007. 

G.O Industry Investment Analysis Results

5.1 Product Markets 
Product markets were re-assessed for this update. Japan is identified as a potentially highly 
desirable market for Alaskan LNG, diesel from the GTL complex, and LPG. These products 
have been sold at a significant premium in Japan in recent years. Shipping costs from Alaska to 
Japan are roughly equivalent to, or less than other suppliers competing for tJ1e Japanese market. 
Potential markets assessed in this study are shown in Table 4 for each assessed product. 

Table 4: Potential Marketa for Alaskan Industrial Products 

Fertilizer 

LNG 

GTL (ULSD) 

Petrochemical 

LPG 

US West Coast, China, Japan 

Japan, British Colombia, US / Mexico West 
Coast, China, Korea 

US West Coast, BC, Japan 

US Gulf, Korea, China 

US West Coast, China, Japan 

lbe previous markets for Alaskan fertilizer, tlle US west coast and Asia, are good candidates for 
future markets. As indicated by tlle netback analysis shown below, Alaskan fertilizer, 
petrochemical and LPG industries value natural gas well-witllin, or above the range of forecasted 
natural gas market prices in South Central. Th.is suggests favorable economics for tllese 
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industries, with flexibility in Lhe regions their product may be sold. China ancl Korea are viewed 
as likely markets for petrochemical product , both of which are projected to hove increasing 
demand. Price premiums in Japan make it u very desirable market for LPG. <'ombined with the 
relatively larger expected growth in LPG demand in China, the Asian market is viewed as a 
likely market for Alaskan LPG. 

Based on the assumptions used in this analysis, Ala�kan GTL and LNG indusl1·ics may �e 
relatively more sensitive to product prices than the other modeled industries. l Jnder the "low" 
price scenario and associated assumptions, pmducts from Alaskan GTL and LNG industries 1r1ay 
require that sales be to regions that place relatively high premiums on their products (i.e., Japan), 
or their operation may cease to be economically favorable. 

The relatively high capital investment required for the modeled GTL complex in conjunction 
with its relatively high sensitivity to market prices, and the greater risk associnlcd with this less 
common technology, may make the development of this industry less desirahlc than some of the 
other industrial options. 

5.2 Netback Results 

Based on the assumptions of this updated analysis, the maximum value of natural gus for each of 
the assessed industries is shown in Table 5. Netback prices that are below the forecast range of 
South Central natural gas (i.e., the average forecast price for each scenario plus m· minus $0.50) 
suggest particularly risky investments based on the assumptions applied in this study. 

Table 5: Netb,ck price of Natural Gas and Associated Product Prices: 2015-2030 

Fertilizer ·(Ammonia) $322tun $5.87 $676/ton $13.45 

LNG , Southern California $6.09/ MMBtu $3.24 $13.17 $9.63 

LNG, Japans $7.05/ MMBtu $4.11 $16.74/ MMBtu $12.87 

GTL (Diesel), N. America $11.47/ MMBtu $2.45 $33.08/ MMBtu $14.89 

GTL (Diesel), Japan $14.14/ MMBtu SS.99 $35.75/ MMBtu $16.43 

Petrochemical $1,097/ ton $5.19 $2,081. ton $20.72 

LP G $453/ ton $4.65 $1,305/ MMBtu $19.92 

The two industries that have the lowest increase in netback under the high price scenario (i.e., 
LNG and fertilizer) have product price forecasts that are based on natural gas prices (which 
increase less in the high scenario than crude prices), in addition to relatively low capital 
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investment. Tn general, when market prices arc relatively high, industries with greater capita} 
investment benefit disproportionately more tha11 industries with lower capital investment. 

Figure 3 shows gas and NGL volumes as dry gas equivalents on a thermal basis on the x-axis, 
and the netback price on the y-axis, where net back price i maximum price of dry gas each of the 
assessed industries can pay while remaining economically viable under the modeled 
assumptions. The horizontal bar in Figure 3 represents the expected price range of South Central 
dry gas (i.e., the average low foreca t price of $3.93/MMBtu, plus or minus $0.50). If South 
Central gas prices are higher than the maximum (i.e., netback) value for gas shown for a 
particular industry, then gas consumption from that industry will likely be severely curtailed, or 
may never develop. 

Figure 3: Estimated Maximum Prices Under Low Product Price Scenarios and Demand for 
Potential Industries for Dry Gas and NGL (Methane equivalent units) and the South Central Alaska 
Gas Market Price Band. 
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Figure 4 shows a similar graph the high market price scenario. In this case, the horizontal bar 
represents the expected price range of South Central dry gas with the average high forecast price 
of $8.26/MMBtu, plus or minus $0.50. 
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Figure 4: Estimated Maximum Prices Under High Product Price Scenarios And Demand for 
Potential Industries for Dry Gas and NGL (Methane equivalent units) and the South Central Alaska 
Gas Market Price Band. 
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In comparing netback values w1der the low and high price scenarios, the industries with the 
greatest increase in netback value under the high price scenario versus the low price scenario are 
those with products that have price forecast ba ed on the forecasted price of crude oil (i.e., GTL, 
petrochemical, and LPG). This is in part, a re. ult of the greater difference between low and high 
forecasts prices for crude than for natural gas. i.e .. high scenario natural gas prices are 2.1 times 
greater than low scenario prices, while high foreca t prices of crude oil are 2.88 times greater 
than low forecast prices, as shown in Figure l. 

Because these analyses were conducted u ing a . umptions that are inherently uncertain (i.e., 
projections of average market prices), none of the maximum price values should be considered 
accurate. However, the relative ranking of the industrial net back values in the South Central 
Alaska locations is not likely to change with modest assumption adjustments. with the possible 
exception of GTL. GTL is more sensitive ton umption modifications due to the larger gas 
demand and the higher uncenainty over project cost . The assumptions used in the GTL industry 
assessment are considerably more speculative than in other industries as a result of the 
uncertainty swTounding newer GTL technology and the still-emerging ultra-low-suJfur diesel 
fuel market. 
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6.0 Recommendations 

There are many option and combinations of options that may have potential for Alaska with the 
development of ANGP and a pur pipeline. The relative merits of the options are complex and 

the long-te1m price forecasts for natural gas and oil mid petroleum products on the world market 
always have a significant degree of uncertainty. Potential industries could be ns ·cssed on more 
detailed levels, with probabilistic analyse that account for cost and market risk to help provide 
additional insight into tJ1e complex interactions of options and economic benefits. Ultimately, 
these detailed analyses will likely be performed by serious investors. However, some over­
reaching concepts are applicable to multiple industries and their integration, nml Ums may be 
best studied at an integrated level. Recommended integrated studies, include the following: 

• A large-capacity spur pipeline will impact the design and operation of ANGP and could
have significant economic impacts on th.at project. These issues were not analyzed in this
study and could be more fully understood by running sensitivities to determine the impact
of different-capacity spur pipelines on the value of ANGP.

• The uncertainties surrounding the completion of ANGP and consequently the spur
pipeline are well understood. Alternative supply options exist, such ns a smaller capacity
bullet line from the ANS to Central Alaska. A comparative assessment of the alternative
supply options would determine the costs and benefits of each supply option and help
identify the optimal strategy for meeting natural gas demand.

• The potential location of various industries at North Slope or Central Alaska (e.g., GTL
or petrochemical) may affect the desirability of further industry development in South
Central. If industrial development at North Slope or Central Alaska is pursued further,
the effects of industries located closer to the wellhead on state-wide industrial
development may warrant further assessment.

• The results of this study suggest that the state of Alaska should explore the level of
industry interest in investing in Alaska.
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Appendix A: Gas Composition of a Dense Phase, Wet Spur Line 

The spur line will provide a means to deliver a portion of the stranded natural gas al Alaska 
North Slope to a market. While the primary component of this gas is methane, it also contains a 
significant amount of natural gas liquids (NGL), i.e., ethane, propane, butane, and penlane. The 
�onomics of sending the stranded Alaska Norlh Slope natural gas to market may depend on the 
inclusion of NGL because these components have a higher value per volume than methane.3 A 
non-traditional, high-pressure pipeline allows transport of NGL without development of a 
separate liquid phase in the line, avoiding the slug flows that occur when a low pressure line 
includes more NGL than found in dry gas. The pressure of a wet gas line is set based on the 
NGL composition. 

The composition of natural gas components in a wet gas line can vary greatly depending on: 

• Gas source. There are several different potential sources of natural gas at Alaska North
Slope, each source has a different proportion of methane and NGL.

• Volume of wet gas from which NGL are separated. The recovered NG L are used to
enrich the South Central Spur line.

• Percent recovery of NGL This is determined by the separation technology u ed for
enriching the Spur and used to remove NGL at the end of the Spur (i.e., Anchorage/
Nikiski).

This update assesses each of the two gas compositions described in the Alaska Gasline 
Inducement Act (AGlA) Request for Applications (RFA), released in July. 2007. Separation 
efficiency assumptions are based on straddle separator plant efficiencies for recently designed 
plants in Canada, which have 95% separation efficiencies of ethane, and essentially 100% 
separation efficiencies of all other NGL. Based on recent designs, extraction of individual NGL 
from the liquid stream is assumed to be 100%. 

The volume of gas from which NGL are separated is assumed to be the volume from which 
sufficient ethane would be removed to enrich the spur line with enough ethane to meet the 
demand of a world-class ethylene plant that uses ethane as a sole feedstock (i.e., 70,000 to 
80,000 bpd ethane). The volume of raw gas that is transferred to the spur pipeline without 
processing by the straddle separator is assumed to be the volume that would allow the final spur 
line methane output to meet the projected dry gas demand for residential, commercial, and power 
sectors in addition to an industrial GTL complex. The propane and butane associated with the 
gas needed to meet the ethane and methane demand is the supply available for an LPG industry. 

Calculations of spur pipeline composition are provided for both the ''Rich" and "Lean" gas cases 
delineated in the AGlA RFA. Assumed demand includes South Central residential, commercial, 

3 Michael Baker, Jr., Inc. 2005. Tra:1;pon of North Slope Naiural Oas to Tidewater. Submitted to the Alaska Natural Oas
Development Authority (ANODA), April. 2005. 
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and power sectors (a combined demand estimated to be 0.26 Bscfd), in addition to continued 
demand from the Agrium fertilizer planL, expansion of the ConocoPhillips LNG facility, and new 
development of GTL, petrochemicals, and l.JPG industries (a combined demand estimated to be 
1.18 Bscfd. 

Table Al shows calculations of spur pipeline composition under the Lean Gas Case, in which 
930 MMscfd is processed by a straddle plant separator with an ethane removal efficiency of 
95%, and 100% removal efficiency of other NGL. Separated NGL are added as eruichment lo a 
1.4 Bcfd gas spur pipeline. This entire stream is processed by a second straddle separator in 
Anchorage/Kenai with efficiencies that are the same as those of the first straddle plant. 

Table D1: Lean Gas Case, Spur llne gas composition and volume. 1 (Assumes idtJal gas behavior at 
60 F and 14 psia) 

Raw Gas Raw 1st Straddle Input 1st Straddle NGL Total Spur I 2nd Straddle 
Compc,ne Gas* (930 MMscfd) Output to Spur Input** NGL Output 

nt Mole% MMscfd bpd MMscfd BDd MMscfd bpd MMscfd BDd 
Methane 89.90 836 NA NA NA 1,169 NA 0 NA 

Ethane 5.80 54 60,666 51 32,150 127 79,457 120 75,484 

rropane 1.70 16 26,019 16 10,038 38 24,070 38 24,070 

n-Butane 0.10 1 2,254 1 608 2 1,459 2 1,459 

I-Butane 0.20 3 4,713 2 1,387 4 3,325 4 3,325 

Pentanes 0.10 1 3,189 1 723 2 1,733 2 1,733 

• Raw gas mole% based on AGIA RFA, 2007.
•• Total spur pipeline input calculated as 1st straddle output plus 1.30 Bcfd gas directly from the main
pipeline.

These spur line inputs and straddle plant efficiencies yield roughly 75,000 bpd ethane, meeting 
the needs of a world class ethylene plant. This line would also supply roughly 25,500 bpd of 
propane and butane for an LPG industry, and 1,700 bpd pentanes for sale to other users, i.e., for 
blending into gasoline.4 In addition, the spur line would yield approximately 1.2 Bcfd dry gas to 
meet the dry gas demand of the South Alaskan residential, commercial, power and industrial 
sectors. 

Table A2 shows calculation of spur pipeline composition under the Rich Gas Case scenario, in 
which 450 MMcfd is processed by a straddle plant separator with an ethane removal efficiency 
of 95%, and 100% removal efficiency of other NGL. Separated NGL are added as enrichment to 
a 1.4 Bcfd spur pipeline. This entire stream is processed by a second straddle separator in 
Anchorage/Kenai with efficiencies that are the same as those of the first straddle plant. 

4 Pcntane is also referred to as "natural gasoline" because it is a major component of gasoline. 
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Table A2: Rich Gas Case, Spur line gas composition and volume.1 
(Assumes ideal gas behavior at 

60 F and 14 psia) 

Raw Gas Raw 1st Straddle Input 1st Straddle Total Spur 2nd Straddle 
Compone Gas* (450 MMscfd) Output to Spur lnput0 NGL Output 

nt Mote% MMscfd bod MMscfd BPd MMscfd bpd MMscfd Bod 
Methane 86.40 389 NA 0 NA 1,175 NA 0 NA 

Ethane 7.10 32 20,046 30 19,043 127 79,626 121 75,645, 
Propane 3.60 It 16 10,286 16 10,286 65 41,373 65 41,373 
n-Butane 0.30 1 883 1 883 5 3,552 5 3,552 
i-Butane 0.40 Ill 2 1,342 2 1,342 7 5,397 7 5,397 
Pentanes 0.10 0 350 0 350 2 1,406 2 1,406 

• Raw gas mole% based on AGAI RFA, 2007.
•• Total spur pipeline input calculated as 151 straddle output plus 1.36 Bcfd raw gas.

These spur line inputs and straddle plant efficiencies yield roughly 76,000 bpd ethane, meeting 
the needs of a world class ethylene plant. This line would also supply roughly 50,000 bpd of 
propane and butane for an LPG industry, and 1,400 bpd pentanes for sale to other users, i.e., for 
blending into gasoline.5 In addition to the NGL streams, the spur Line would yield approximately 
1.2 Bcfd dry gas to meet the demand for the South Central Alaskan residential. commercial, 
power, and industrial sec�ors. 

5 Pentane is also referred to as "natural gasoline'' because it is a major component of gasoline.
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AGIA Response to GTLs 

• Gas-to-Liquids (GTL) is a promising technology.

• However, various market, cost, and technological
issues (as demonstrated in the Cook Inlet pilot
project) make the future of GTL technology

uncertain.

• Further evaluation will be needed as this
technology advances.

• It is important to recognize that the AGIA process
was designed as commercial vehicle for gettiAg

Alaska gas from the North Slope to market.
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Section 15 

848 Golden Point Drive 
Golden, CO, 8040 I 
E-mail: l'ijmp@aol.com

PETER J. A. TIJM II 
Residence: 
Mobile: 

SUl\ilMARY P�OFILE 

BIO Peter Tijm 

(303) 526-2869/0953
(303) 4 78-1694

• 

Thirty years of diversified experience in technological and commercial managem�nt Solid 
leadership, strong expertise in analysis, development and commercialization of synthesis gas 
conversion, Liquefied Narural Gas technology and comrnercialit.ation, new design concepts, 
refinery technology, operations, scheduling. start-up, budgeting and project management. Proven 
success in building and managing highly motivated professional teams. Excellent 
communication skills and fluent in 7 languages: Dutch, English. ©enna..1. French, Swedish, 
Norwegian and Danish. Understanding of Spanish. Author of over 70 a.rticles and 
inventor/holder of 11 patent series. 

PROFESSIONAL EXPERJENCE 
VICE PRESIDENT - CHIEF TECHNOLOGY OFFICER-
PV Enterprises, Inc , Golden, CO 

2002-present 

• Director/Consultant in energy R&D and project development of multi client program.
• Successfully started multi million dollar R&D program and pilot plant facilitjes.

DIRECTOR FOR PROJECT DEVELOPMENT 2000-2002 
Rentech, Inc., Denver, CO 
• Manage project development, research and product quality aspects for the proprietary Rentech

Fischer Tropsch tectmology.

MANAGER MARKETING/RESEARCH SYNGAS CONVERSION SYSTEMS 1996-2000 
Air Products and Chemicals, Inc. - Allentown, USA 
• Manage Air Products and Chemicals' research and development syngas tectmology programs,

in particular Liquid Phase technology.
• Commercialize Air Products and Chemicals· proprietary Liquid Phase MethanoFM Technology.
• Program manager for the Air Products/Industry/University research and development Programs

sponsored by the US Department Of Energy.

MANAGER OF MARKETING AND RESEARCH 1992-1996 

Shell International Petroleum Company, Ltd. - London, United Kingdom 
• Manage Shell International Gas' research and development programs in LNG production and

storage, pipeline gas and gas conversion ,.,•ithin Shell's Manufacturing Service Company and
five laboratories. Annual Budget of U.S. $10 Million.

• Conduct marketing, gas commercialization and power generation studies for Brunei. Malaysia,
China Japan and Nigeria. Promote Shell's US$850 Million gas conversion project (SMDS).

• Advise in contractual matters in LNG sales between Brunei to Japan and Nigeria to Turkey.
• Launched cost reduction studies in all elements of the LNG production chain, in gas

conversion and in pipeline gas; results implemented obtained 15% improvements.
• Maintain and evaluate Shell's patent portfolio in gas conversion technology.
• Author and presenter of papers on Shell technology in gas conversion, LNG tedmology and

cost reduction in world-wide conferences and professional training courses.
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GROUP LEADER COAL GASIFICATION 1990- 1992 
Shell Internationale Petroleum Maatschappij B.V. - The Hague, The Netherlands 
• Directed a 7 person team responsible for up scaling coal gasification technology intended for

application in larger size. commercially available gas turbines.
• Initiated Shell/GE/Air Liquide studies into new coal gasification/power generation concepts

leading to the successful development of a 450 MWe IGCC power station proposed for Japan.
, Co-ordinated the coal gasification R&D between Shell The Hague, nt!utsche Shell, Shell Oil 

Company and Shell's research laboratories in Amsterdam (KSLA) and Houston, Texas, tJSA. 
• Regular presenter of Coal Gasification technology at international conferences.

PROGRAM MANAGER SHELL COAL GASIFICA'if.JON 
Shell Oil Company - Houston, Texas, USA 

1939-1990 

• A�sisted in commercialisation of Shell Coal Gasification Technology through introduction of.
presentations to and communication with potential customers.

• Created, implemented and completed a R&D program at Shell's Coal Gasification
Demonstration Plant which obtained all design information for the first commercial Shell Coal
gasification plant now operational in The Netherlands. Span of control: -I 00 people. budget

US$ 25 Million/year.
• Scheduled and agreed with the plant manager the runs on experimental conditions and coal

types.
• Member of the EPRI/Shell Advisory Committee for coal gasification.

SECTION HEAD GASIFICATION AND HYDROCARBON SYNTH[SIS 
Koninklijke/Shell Laboratorium (KSLA) - Amsterdam, The Netherlands 

1987-1989 

• Headed an R&D section tasked to develop the synthesis gas manufacture, coal gasification and
hydrocarbon synthesis processes. Work force: - 40 people, rumual budget of US$ J 5 Million.

• Established design parameters for new development in the Shell Middle Distillate Synthesis
(SMDS) and coal gasification processes, currently operating in Malaysia and The Netherlands,
respectively.

• Completed projects successfully through strong interface with the process development and
engineering sections in Shell's Oil and Chemical Manufacturing Divisions plus the Catalyst
Business.

• Active in recruitement and training of PhD's for Shell.

REFINERY TECHNOLOGY MANAGER 1984 -1987 
Shell Raffinaderi Aktiebolag - Gothenburg, Sweden 
• Supervised refinery technology, product quality laboratory, refinery inspection and

construction services departments. Annual budget of US $60Million and a work force of 50
people.

• Successfully completed projects under tight schedules, including conversion of the refinery 

instrumentation system, refinery effluent treatment plants and improvements of the tank farm
by installing internal floating roofs and radar level gauges. A very intriguing project �as to
construct a 80,000 m3 cavern, nex1 to an existing LPG cavern, under the fully operational
refinery.

• Member of the refinery management team especially charged with environmental affairs,
refinery concession, permits and external relations.
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• Negotiated new contracts for district heat delivery from the rnlincry to Gothenburg Energy
Works.

SENIOR REFINERY TECHNOLOGIST- Shell, Gothenburg, Swed�n 1981-1984 
• Co-ordinated various projects including Total Isomerisation ProCl!SS. Residue Vacuum Flasher,

Steam Boiler and refinery tow Temperature Heat Recovery.
• Perfonned refinery efficiency studies and long tem1 master planning for ttie refinery.

_ 'J • Guided junior technologists, trained new technologists and recruited Swedish engineers for 
SlPM. 

ASSIST ANT PLANT SUPERVISOR/OPERATIONS TECHNOLOGIST 
Raffinadeiie de Cressier S.A. - Shell, Cressier, Switzerland 
• Analysed and recommended measures to improve the refinery availability.

)978-1981 

• Implemented various irnprovements successfully which eliminated problems and/or reduced
back-on stream time significantly.

• Handled shift supervision for the total refinery operations, product storage, rail and road car
loading as a member of the ''Refinery Management Team".

• Implemented and commissioned refinery projects such as the Total Isomerisation Process,
Residue Vacuum Flasher and heat-integration.

TECHNOLOGIST- Shell, Cressier, Switzerland 1977-1978 
• Conducted energy efficiency improvement studies for the refinery.
• Supervised optimum operation and technological aspects of reli11cry acid gas treating, hydro­

treatir.g, platforming processes and refinery environmental perfornrnnce.
• Advised on catalyst replacement and supervised successful regeneration of the �atalysts of

hydro-treater, hydrodesulphurizers and platformer.

DEVELOPMENT ENGINEER 1974-1977 

Shell Internationale Petroleum Maatschappij B.V. - The Hague, Neth.-.. lands 
• Advising engineer to Shell's refineries in design/operation of hydropr. cesses and catalytic

refonning.
• Designed and developed gas treating processes including acid gas and mercaptans removal,

molecular sieve/glycol drying and chloride removal.
• Participated in design teams of the North Scotland gas project and North West Shelf LNG

project.
• Commissioned and debottlednecked treating processes in Gennany, Pakistan and Venezuela.

TRAINING/MI LIT ARY SERVICE 1973-1974 

Shell Internationale Petroleum Maatschappij B. V. - The Hague, Netherlands 
• Served as lieutenant in the Dutch Anny charged with supervision of and advise on nuclear,

biological, and chemical (NBC) material handling.
• Lectured in NBC matters at the Royal Military Academy of Breda and co-ordinated NBC

research.
EDUCATION 

Master of Science,ChemicaI Engineering. Delfi Technical University ( 1973): 
Bachelor of Science, General Economy, Erasmus University, Rotterdam ( l 97�): 
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PETER J.A.TIJM -- PUBLICATIONS 

Tijm P.J.A., "·Gas to Liquids, Fischer-Tropsch Catalysis, Reactors, Products and Process - The 
Twentieth Century And Beyond 

... 2005. available on website under www.booklanddirc:l'.l.com

Liu ,Yafeng, Zhapg, Jun Z, Tijm, Peter J and Vanderborgh, Nie�., Catalytic Partial Oxidation 
of Natural Gas to Synthesis Gas n� Three-Dimensional Simulation, presentation at the AJChE 
2003 Spring National Meeting. New Orleans. LA, March 2003. 

Rogers D.V. and Tijm P.J.A .. "Upgrading and Characterization of Rentech rron Based Fischer­
Tropsch Products", presentation at the AlChE 2002 Spring National Meeting. New Orleans, LA, 
March 10-14, 2002. 

Tijm P.J.A., '"Analysing the commercial viability of GTL technology'\presentatic,n at the IBC 
Gas-to-Liquids Conference, London, UK. February 27-28, 2002 

Tijm P.J,A., Waller F.J. and Brown D.M., "Methanol technology developments fo1 the new 
millenium" contribution in Applied Catalysis A: General 5776 (2001) 1-8 , Elsevier. 

Tijm P .J.A., · Assessment of Different F eedstocks for Synthesis Gas Production and Fischer­
Tropsch (F-T) Conversion', presentation given at the IBC Gas-To-Liquids. Viability, Economics 
and Strategy Conference, Houston. TX, October 29-31, 2001 

Chapman E.M., Boehman A.L., Tijm P.J.A., and Waller F.J., 'Emission Characteristics of a 
Navistar 7.3L Turbodiesel Fueled with Blends of Di-Methyl Ether and Diesel FueP paper 
presented at the Fall 2001 SAE Fuels and Lubricants Meeting, San Antonio. TX. September 24-
27, 2001.
Tijm P.J.A., 'The Viability of Gas-To-Liquids in The Middle East', presentation given at the 2nd 

Annual Middle East Oil and Gas Conference, Houston, TX, Jun1..' 28-29, 2001. 

Hess H.S., Szybist, J., Boehman A.L., Tijm P.J.A., and Waller F .. I .• 'Impact of Oxygenated 
Fuel on Diesel Engine Performance and Emissions 

.
. paper presented flt the 35th National Heat

Transfer Conference, Anaheim, CA. June l 0-12, 2001. 

Tijm P.J.A., ·Comparing Gas To Liquids Technologies: A Market For Everyone?". paper given 
at the CatCom2001 Conference, Houston. TX, May 14-15, 2001. 

Peng X.D., Toselaod B.A., and Tijm P.J.A., ·Development and Status of the Liquid Phase Di­
Methyl Ether Process (LPDMETM). paper presented at the 6th Natural Gas Conversion 
Symposium, Girdwood, Alaska. June 17-22.2001. 

E. C. Heydorn, P. J. A. Tijm, B. L. Bhan, B.T. Smith and R. M. Kornosky, Liquid phase
methanol (LPMEOH) process Development, Energy 2000 Proceedings-US 1 SBN: 1587160161

Bond, R.E., Loth J.L., Guiler R.W., Clark, N.N., Heydorn E.C., and Tijm P.J.A., ·Lubricity
Problems and Solutions for a Methanol Fueled Gas Turbine' paper presented at the IMECE
conference, Orlando, FL, November 5-10. 2000.

Tijm P.J.A., 'Status of the Sand Creek Fisher-Tropsch Fuels Conversion Project', paper given at 
the Energy Frontiers International Conference, San Francisco, CA, October 11-13, 2000 

Chapman E.M., Bhide S.V., Boehman A.L., Tijm P.J.A., and Waller F.J., 'Emission 
Characteristics of a Navistar 7.3L Turbocliesel fueled with blends of oxygenates and diesel' paper 
presented at the Fall 2000 SAE Fuels and Lubricants Meeting, Baltimore, MD, October. _000. 
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Hess H.S., Boehman A.L., Tijm P.J.A., and Waller F.J., 'Experimental Studies of the Impact 

of CETANERTM on Diesel Combustion and Emissions' paper presented at the Fall 2000 SAE 
Fuels and Lubricants Meeting, Baltimore, MD, October, 2000,. SAE Technical paper series, 
2000-01-2886. 

Peng X.D., Toseland B.A., and Tijm P.J.A., 'Qualitative Analysis of the Syngas-To-DME 
Reaction System.· Paper presented at the 3rd China/USA Joint Chemical Engineering Confe1ence, 
Beijing, China, Sept. 25-28, 2000. 

Hess H.S., Szybist, J., Boehman A.L., Tijm P.J.A., and Waller F.J., 'The Use of CETANERTM 
fror the Reduction of Particulate Matter Emissions in a Turbocharged Direct Injection Medium­
Duty Diesel Engine· paper presented at the Seventeenth Annual International Pittsburgh Coal 
Conference, Pittsburgh, PA, September 11-15, 2000. 

Heydorn E.C., Tijm P.J.A, Bhatt B.L., Smith B.T. and Kornosky R.M., 'Liquid Phase 

Methanol (LPMEOrfTM) Process Developmenf paper presented at the GlobeEx 2000 - The Global 
Energy Exposition, Las Vegas, NV, July 23-28, 2000. 

Moore R.B. and Tijm P.J.A., 'Liquid Phase Reactor Technology". Workshop on Polygeneration 
Stategies Based on Oxygen-Blown Gasification, Beijing, China, Mny I 1-12, 2000. 

Frye, C. A., A. L. Boehman and P. J. A. Tijm. A Comparison of CO and NO Emissions from 
Propane, n-Butane. and Dimethyl Ether Premixed Flames. Energy c\\ /i'uels. 13, 650-654 ( I 999). 

Peng X.D., Toseland B.A., and Tijm P.J.A., ·Kinetic Understanding of the Chemical Synergy 
under LPDMETM Conditions - Once-Through Applications.' Chem. Eng. Sci. (1999), 54. 2787. 

Peng X.D., Wang A.W., Toseland B.A., and Tijm P.J.A., 'Single Step Syngas-to Dimethyl 
Ether Processes for Optimal Productivity, MinimaJ Emissions and Nutural Gas-Deri,1ed Syngas' 
Ind. Eng. Chem. Res. (1999), 38 (11), 4381-4388. 

Tijm P.J.A., et al 'Particulate Matter Emissions Reduction with CETANERTM as a Blend 
Component for Diesel Fuels with Low Cetane Levels' paper presented at the Windsor Workshop 
in Toronto, Canada. November, 1999. 

Tijm P.J.A., Armor J.N., Dyer P.N., Waller F.J. and Brown D.M., "An oveTYiew of Air 
Products' New Technology Programs in Syngas Generation and Conversion·' paper presented at 
the EFI Gas Conversion Conference in San Francisco. CA, October 20-22, 1999. 

Tijm P.J.A, Heydorn E.C., Diamond B.W., Street B.T., and Kornosky R.M., ·Liquid Phase 

Methanol (LPMEOHTM) Project: Operating Experience Update' paper presented at the 1999 
Gasification Technologies Conference in San Francisco, CA, October 17 - 20. 1999. 

Bhatt 8.L., Heydorn E.C., Tijm P.J.A., and Kornosky R.M., 'Direct Applications of 
Stabilized Methanol from the Liquid Phase Methanol (LPMEOHTM) Process' presemed at the 
161h Annual International Pittsburgh Coal Conference in Pittburgh, PA, October 11-15. 1999. 

Hess, H. S., J. A. Chiodo, A. L. Boehman, P.J.A. Tijm and F.J. Waller. The Use of 
CET ANER ™ for the Reduction of Particulate Matter Emissions in a Turbocharged Direct 
Injection (TOI) Diesel Engine. Si>.1eenth Annual International Pittsburgh Coal Conference, 
Pittsburgh, PA, October I 1-15, 1999. 

Heydorn E.C., Stein V.E., Tijm P.J.A., Street B.T., and Kornosky R.M .• ·Liqmd Phase 

Methanol (LPMEOHTM) Project Operational Experience· presented at the EPRI/GTC 
Gasification Technologies Conference in San Francisco, CA, October 4-7, 1998. 
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Heydorn E.C. and Tijm P.J.A., 'Liquid Phase Technology Dev�lopments for The New 
MiJlennium' paper presented at the EFI Gas Conversion Conference.San Francisco, CA, October 
7-9, 1998.
Miller W.R., Tijm P.J.A., Toseland B.A., and Waller F.J., 'Liquid Phase Technology
Developments for The New Millennium' paper presented at the Sixth Annual Technical Seminar 
Promotion of Clean Fossil Energy Technologies in the APEC Region. Reno. NV, October 6-9, 
1998. 
Brown, D.M., Tijm P.J.A., Miller, W.R., Toseland, B.A .• and Waller, .F.J., • ''CETANER™" a 
Promising New Diesel Fuer paper presented at the 12•h lntemational Symposium on Alcohol 
Fuels, Beijing, P.R. China, September 21-24, 1998. 
Foster E.P., Tijm P.J.A., Bennett D.L., Advanced Gas-To-Liquid Processes for Syngas and 
Liquid Phase Conversion· Prco. of the 5th Natural Gas Conversion Symposium in Taonnina 
Sicily, Italy, September 20·25. 1998, pp. 867-874. 
Tijm P.J.A., Miller D., Brown D.M., Allam R.J., and Goldstone P.G., ·Oxygen Production for 
Floating Production, Storage and Off-Loading Mounted GTL Projects· pap!.!r presented at the EFI 
Gas Conversion Conference in San Francisco, CA, October 7-9. 1998. 
Peng X.D., Toseland B.A., and Tijm P.J.A., 'Kinetic Understanding of l'hemical Synergy in 
LPDME™ Process' paper presented at the 151

" ISCRE in Newport Beach. t'A. September 13-16, 
1998. 
Brown D.M., Miller D., Allam R.J., and Tijm P.J.A., 'Generation of Symh�sis Gas Off-Shore: 
Oxygen Supply and Opportunities for Integration with GTL Technologies· Proc. of the 51h Natural 
Gas Conversion Symposium in Taormina, Sicily, Italy, September 21-25, 1998., pp.949-954. 
Goldstone P.G., Tijm P.J.A., and Miller D., 'The Safe & Efficient Pro\'ision of Oxygen for 
Remote, Offshore Conversion of Natural Gas' paper presented at the Gas Processors Assiciation, 
European Chapter, Continental Meeting, Zurich, Switzerland, September 23-25, 1998. 
Hess H.S., Roan M.A., Bhalla S., Butnark S., Zarnescu V., Boehman A.L., Tijm P.J.A., and 
Waller F.J., 'The Use of Oxygenated Diesel Fuels for Reduction of Particulate Emissions from a 
Single-Cylinder Indirect Injection Engine' paper presented at ACS National Meeting, Symposium 
on the Chemistry of Diesel Fuels in Boston, MA, August 23-27, 1998. 
Hess, H. S., M. A. Roan, S. Bhalla, S. Butoark, V. Zarnescu, A. L. Boehman, P.J.A. Tijm, F. 
J. Waller. Reduction of Particulate Emissions from a Single-Cylinder IDI Engine with
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Boehman, A.L. and Tijm P.J.A., 'Incorporating Oxygen in Diesel Fuel as a Means of Reducing 
Engine Emissions' presented at the Diesel Engine Emissions Reduction Workshop, Castine, ME, 
July, 1998. 

T·ijm P.J.A., 'Overview of CETANERTM For Diesel Fuel and AET Study of CET ANER™ 
Blended With Low Cetane Diesel Fuel' paper presented at the Windsor Workshop in Toronto, 
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Section 14 BIO Richard J Peterson 

RICHARD J PETERSON 
3 IO K Street, Suite 200 
Anchorage, Alaska 99501 
E-mail: rneterson@angtl.com

Office: 
AK Mobile: 
CA Mobile: 

(907) 264-6709
(907) 360-0909
(310) 480-0909

AREAS OF QUALIFICATION 

Mr. Peterson has spent the last 30 years in the energy business as a CTL/BTL/GTL project developer, an 
engineer/marketer. including 4 years as a consultant and has worked on projects as diverse as a coal 
gasification plant using SasolrLurgi technology in North Dakota; establishing a market presence in the US 
and Canada for new gas ventures; developing power generation projects in the US and Central America; 
and developing GTL. electric power plants, iron ore reduction plants and pipeline distribution systems for 
commercial gas markets in South Africa. 

Mr. Peterson is currently the Pre�iden! of Alaska Natural Gas to Liquids Company in Anchorage, Alaska; 

a company he formed late i 996 to pursue gas to liquids {GTL), and President of Alaska Natural 
Resources To Liquids a LLC formed in 2005, to pursue coal to liquids (CTL) and bio-mass to liquids 
(BTL) opportunities to produce Fischer-Tropsch diesel (FTD) in Alaska. ANGTL/ANRTL evaluate 
specific project locations. financing options and fuel supply. and then t!Vnluate t11e best available 
technology for that specific location. The North Slope GTL project that ANGTL proposed 6 years ago 
using Sasol GTL teclmolog) still remains one of the best options to develop the st-r:mded North Slope gas 
reserves. 

ANRTL is in the early engineering phases for three separate CTL and UTL projects in Ala1ika using 
Sasol's, Shell's and CHOREN·s gasification technology to produce the S) n gn · for the F-T diesel process. 
The first project will use bio-mass, dead or dying spruce trees as a feed smt·k while the second will be a 
bio-mass/coal gasificationfcombined cycle electric generation facility localed on the western shores of the 
Cook Inlet. The third project will site a 500 bbVd BTL plant on the Yukon River. 

EMPLOYMENT HISTORY 

• President Alaska Natural Gas To Liquids Company, Anchorage, AK, 1997 tc. present
• Senior Consultant, Hagler Bailly Consulting, Inc., Houston, TX, 1997

• ConsultanWice President of Business Development, McAlister Enterprises, New Braunfels, TX,
1995-1997

• Manager of Supply, Southern Califomia Gas Company, Los Angeles. CA, 1993-1995

• Proprietor, Peterson & Associates, Woodlands, TX, 1991-1993

• Vice President of Marketing, North Canadian Marketing, ltd., Houston. TX, Orange, CA, Calgary,
Alberta, 1991

• Vice President of Marketing. Enserch Gas Company, Houston and Dallas. TX, 1989-1991

• Manager of Marketing, Anadarko Petroleum, Houston, TX, 1981-1989

• Various Supply and Engineering Positions. Natural Gas Pipe Line Company of America, Chicago, IL
and Houston. TX. 1975-1981

EDUCATION 

• The University of North Dakota, MS, Mechanical Engineering, 1975

• The University of North Dakota, BS, Mechanical Engineering, 1974
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AGIA Response to GTLs 

• Alaska Gasline Inducement Act does not dictate

market destinations or the use of particular
technologies, but allows for these issues to be

decided by the market.

• Does anyone see the irony in this statement?
"The Alaska GASLINE Inducement Act does not

dictate the use of a particular technology".

• Then why not call it the Alaska Gas Development
Inducement Act.

3 



The main points we will make: 

• It is important for the Legislature to know that there are
other options for monetizing North Slope gas than with a
gas pipeline, and that GTLs may well result in:

• a much higher wellhead value for gas than a pipeline,

• more long term jobs for Alaskans and

• a larger tax base in Alaska.

• A GTl plant would most likely be built in stages, which has
several important advantages.

• From the standpoint of Alaska employment ana economic

development the construction would be spread over a

minimum of 14 years.
4 



The main points we will make: 

• The plant would require a substantial construction
workforce. Although not as large as that needed
for a gas pipeline, the construction workforce
would be ·employed in Alaska for many more

years.

• The GTL plant operations workforee woula me
much more substantial than that for a gas
pipeline.

5 



The main points we will make: 

• All of the liquids remain in Alaska for rnarketing.

• Natural gas liquids can be transported tttr0ugh

the TAPS pipeline along with GTL products.

• While a GTL project could use i, 3, 4, 5, 6

billion cubic feet of gas/day or more if desired,

the plant can be sized to use less gas, leaving

gas production that could be transported soaih

through a smaller "bullet" pipeline.
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The main points we will make: 

• If you are going to tax the Producers natural
gas at a quasi crude oil price equivalent the

Producers might as well convert their natural
gas to a liquid product and actually receive a
premium price above crude oil.

• We believe the GTL option gives Alaska high

value transportation fuels badly needed in the
U.S. along with economic benefits and flexibility
not offered with a just gas pipeline.
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Abbreviations 

• GTL - Gas to Liquids

• CTL - Coal to Liquids

• BTL - Biomass to Liquids

• F-T - Fischer-Tropsch

• NG Ls - Natural gas liquids (C3 +)

• LNG - Liquefied Natural Gas

• CNG - Compressed Natural Gas
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Abbreviations 

• KW - 1 , 000 watts of electric power

• KW-HR - 1,000 watts for 1 hour

• Heat Rate - Btu's needed per kilowatt

hour of power produced
(example 8,500 btu's will produce 1,000 watts of electricity for 1 hour) 

• Vapor Pressure - pressure a product

exerts at a specific temperature
• Butane (C4H10) has a vapor pressure of 47 psig at 110°F

• Propane (C3H8) has a vapor pressure of 204 psig at 110°F

• Ethane (C2H6) has a vapor pressure of 850 psig at 110°F
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Abbreviations 

• 1 cubic foot of natural gas has 1,000 Btus

• 1 MGF of natural gas has 1 million Btus

• 1 Barrel of Crude Oil has � 6 million Btus

• Crude Oil Price Equivalent
• Multiply the value of 1 MCF of gas by 6 or

• Divide the value of 1 barrel of crude oil by 6

• 1 Barrel of F-T products has � 5.3 million Btus

• F-T Price Equivalent
• Multiply the value of 1 MCF of gas by 5.3 or

• Divide the value of 1 barrel of F-T by 5.3
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CONVERTING 

NORTH SLOPE NATURAL GAS 

RESERVESIN:fO 

"PROVEN" 

F-T TRANSPORTATION FUELS

& 

PETROCHEMICAL FEED STOCKS 

WHILE SEQUESTERING GG2

"GREEN AS IT CAN BE" 

11 



A GTL/CTL PLANT PRODUCES 

FISCHER-TROPSCH (F-T) 
TRANSPORT FUELS 

SOME OF THE CLEANEST FUELS IN THE WORLD 

BUT WHAT IS THE F-T PR0CESS? 

12 



The Fischer-Tropsch Synthesis 

2 CO(g) + H�g) -> (-CH2-)n(I) + C02(g) + H20 

Okay, don't let the 

chemistry scare you! 

Let's take a look ........ . 
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Three Steps in GTL/CTL/BTL 

Refining to make F-T Fuels 

GTL/CTL/BTL Processes use 3 distinct steps, all 
commercially proven to convert a gas, liquid or 
solid into synthetic transport fuels: 

-Step 1 - Syn-Gas generation (H2 & CO) • +
-Step 2 - The F-T reaction (long paraffin chains.wax)

....... i ..• • C C C ..c C .,. l: C • + • (water) 
• • • • •• • •

•·T-

-Step 3 - Product upgrading (hydrocracking of the long chain F-T
paraffin to produce the desired end product - similar to a crude oil refinery) 

• Kerosene - Diesel - Gasoline - Jet Fuel - "-laphtha
C10-C13 C14-C20 Cs-C10 C10-C13 C4-C10

14 



STEP 1 • SYI GAS GENERATION 

T1ic Fildicr-Trapsdi Pnlcn1 (P..11 1w thrct IDlin proccuiD& 
dept shown heft, all ol -tlidi arc� pnmn. 
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sn, 2. f-T Coawcnion - � ol tbt taul cost 
S1tP ). Proact Upgndina • 15� to 25% ol the totil COIi 
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aWr. AIVIIIIII 1hr Wl:lfld 1t11ndrd Neharll GH iJ tbc choicr; 
IMnlmr, In dit US wkla tht nccpcioa ol North51opc N.tn,. 
IIIGu.Clllll.bio--�).Wo-�(tlffl ud 
,....,..,._.t1ir..,.,.olffl1111Wrfmiseockfar1US 
badF-Tpn1111n! 
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STEP J • F-T CDIMIISl0N 

F-T FUElS THE ONE FUEL FOR OUR FfflRE
lhc 6,11 lie, c.fflt1 natunl ..,CNI ar__.. 
into syntbesi, IU, • nat1rc ol carbon IDOCICIDCk 
(CO) IN bydroFn (HJ • l)'IIIIJ. 

Thi, 1111.turc procn, tcd111oloar hu bcaa 11xd in 

F-T FUELS - THE SENSI­
BLE SOLUTION FOR A. NEW 

GENERATION OF ULTRA 
CLEAN ENVIRONMENTALLY 

FRIENDLY DIESEL FUELS 

IIW1)' commntial fec.iitk11Jt�fint 1trp for pro- STEP 3. HYDIIOCRAOOIG • PROOUCTWOIIWP 
dacing ammonia. h),i,ogrn. llldbuiol. 
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tcchnol"I)' U.K both pJ Kfornation and CN1 ps­
i&atlon to produce ,ynp, fur iu F-T prod11ctiOfL 
called G1t·to-Liq1 id, ( GTL) and Coal-to-1.iquWt 
(CTL) rc�ivdy 
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a bio-111111 ••mer lo prvchicc synp1 lo, methanol 
and dmrlc production 1in« 1'98. lhi, plant is 
coniidcrrd tbt worldt lint bio-rcncw1Wr CDGJT 
·- and bu tbt distinction of prodacing fads
ud dmricity -wo • net mo impact oa tbc worlds
co

1
andca1WBiomat-to-Uquck <Bnl

Seep two. tbt Fisdxr-TropKh Qlnffllioa, diKoY­
=d � tbt Gemes in the 1920'1, apgradntbc
fTIIIIJ ialo • way h,droarlloa. Simpti6al thiJ 
mactioais: 

.xCO+ �'8
1 

-+ .x.CH
1 
+ Hp 

� lcnathof thc hydn,carbon chaiJI (1) it ddcr­
lllincd by the compotition (or 11tio ol I\ to CO) of
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Th< third step. PrcNluct UpSr•clbas: 
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South African Secunda 150,000 BPD Coal to Liquids (CTL) 

Shell Bintulu 15,000 BPD Gas to Liquids (GTL) 

16 

South African Mossgas 47,000 BPD Gas to Liquids (GTL) 

THE F-T PROCESS IS 

COMMERCIAL 

260,000 bbl/d already proven and 

operational in South Africa & Malaysia 

500,000 bbl/d coming soon to Qatar 

230,000+ bbl/d coming soon to China 

China and India proposing 1 + million 
bbl/d in new Ctl plants 



U.S. EPA* 

APPROVED 

NON-TOXIC 

SYNTHETIC DIESEL 

F-T DIESEL

AS CLEAN AS CNG 

ZERO SULFUR 

ZERO AROMATICS 

>70 CETANE

PM10 S CNG

·EPA Water Docket, EB 57 located at 401 M Street SW Washington DC, 20460 Reference Docket No. W-98-26 In UNOCAL data file 4.A.a.3, Vol 13
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GTLs 

Facts and Fiction 
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GTL FACTS and FICTION 

• Majors not pursuing F-T technology

• F-T Process not Efficient

• Value vs Efficiency

• Costs of F-T too high

• TAPS - Batching/Pigging can't be done

11 American needs natural gas (market)

• Value of Alaska Natural Gas
• Do the people know Alaska gas isn't going to be cheap?

19 



GTL FACTS and FICTION 

• Majors not pursuing F-T technology

• F-T Process not Efficient

Value vs Efficiency 

• Costs of F- too high

• T Al?S - Batching/ igging can't be done

• American needs natural gas (market)

• Value of Alaska Natura Gas
• Qo the people know Ala�ka gas isn't going tG be cheap?
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WHERE ARE THE MAJORS ON GTLs? 

1. In December 2003 ConocoPhillips and in

July 2004 ExxonMobil both signed

agreements to build 160,000 bol/day and

150,000 bbl/day GTL plants in Qatar.

They would not have made these
commitments if they did not oelieve in
GTLs and possess the skills to build

world-scale GTL plants.



W�ERE ARE THE MAJORS ON GTLs? 

1. In 2003/04 ConocoPhillips and ExxonMobil signed agreements to build 160,000 bb/day and 150,000 bbVday GTL plants In
Qatar. They would not have made these commitments if they did not believe in GTLs and possess the skills to build world­
scale GTL plants.

2. Shell, a new player in Alaska, has a
15,000 bbl/d GTL plant in Malaysia, 
building a 140,000 bbl/d GTL plant in
Qatar as well as designing a 70,000
bbl/d CTL plant in China.

IS

3. Chevron, Sasol's world wide GTL partner, is building a 34,000 bbVd GTL plant in Nigeria and had proposed a 130,000 bbVd
GTL expansion with Sasol and a new 120,000 bbVd GTL plant both in Qatar.

4. Marathon completed a pre-FEED study for a 120,000 bbVd GTL plant in Qatar in 2003.

5. BP and Statoil are working on barge mounted GTL plants.
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WHERE ARE THE MAJORS ON GTls? 

1. In 2003/04 ConocoPhillips and ExxonMobil signed agreements to build 160,000 bb/day and 150,000 bbl/day GTL plants in 
Qatar. They would not have made these commitments if they did not believe in GTLs and possess the skills to build world­
scale GTL plants.

2. Shell Oil, a new player in Alaska, has a 15,000 bbVd GTL plant in Malaysia, is building a 140,000 bbVd GTL plant in Qatar as
well as designing a 70,000 bbVd CTL plant in China.

3. Chevron, Sasol's world wide GTL
partner, is building a 34,000 bbltd GTL
plant in Nigeria and had proposed a
130,000 bbl/d GTL expansion with
Sasol and a new 120,000 bbl/d GTL
plant both in Qatar.

4. Marathon completed a pre-FEED study for a 120,000 bbVd GTL plant In Qatar In 2003.

5. BP and Statoil are working on barge mounted GTL plants.



WHERE AR� THE MAJORS ON GTLs? 

1. In 2003/04 ConocoPhillips and ExxonMobil signed agreements to build 160,000 bb/day and 150,000 bbl/day GTL plants in
Qatar. They would not have made these commitments if they did not believe in GTLs and possess the skills to build world­
scale GTL plants.

2. Shell Oil, a new player in Alaska, has a 15,000 bbVd GTL plant in Malaysia, is building a 140,000 bbl/d GTL plant in Qatar as
well as designing a 70,000 bbVd CTL plant in China.

3. Chevron, Sasol's world wide GTL partner, is building a 34,000 bbl/d GTL plant in Nigeria and had proposed a 130,000 bbl/d
GTL expansion with Sasol and a new 120,000 bbl/d GTL plant both in Qatar.

4. Marathon completed a pre-FEED study
for a 120,000 bbl/d GTL plant in Qatar
in 3rd quarter 2003.

5. BP and Statoil are working on barge
mounted GTL plants.
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WHERE ARE THE MAJORS ON GTLs? 

1. In 2003/04 ConocoPhillips and ExxonMobil signed agreements to build 160,000 bb/day and 150,000
bbl/day GTL plants in Qatar. They would not have made these commitments if they did not believe in
GTLs and possess the skills to build world-scale GTL plants.

2. Shell Oil, a new player in Alaska, has a 15,000 bbl/d GTL plant in Malaysia, is building a 140,000 bbl/d
GTL plant in Qatar as well as designing a 70,000 bbl/d CTL plant in China.

3. Chevron, Sasol's world wide GTL partner, is building a 34,000 bbl/d GTL plant in Nigeria and had
proposed a 130,000 bbl/d GTL expansion with Sasol and a new 120,000 bbl/d GTL plant both in Qatar.

4. Marathon completed a pre-FEED study for a 120,000 bbl/d GTL plant in Qatar in 2003.

5. BP and Statoil are working on barge mounted GTL plants.

Clearly, the North Slope majors possess 
all the skills necessary to build GTL (F-T) 

plants worldwide including in Alaska. 
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GTL FACTS and FICTION 

• aj � ot ology 

• F-T Process not Efficient

• Value vs Efficier,cy

• Coss o T oc.) h·gh 

• TAPS atch · ,g/Pigging can't oe done 

• Ame · can needs atural gas (market)

• Val, te of Alaska Natu al Gas
bo the people know Alaska gas isn't going to be cheap? 

26 



PROCESS EFFICIENCY 

Some say the GTL process is not efficient with only 65% of 

the energy contained in the natural gas reaching the end 
market in the form of transportation fuels. 

Like any manufacturing process that "adds value" to its 
products, the transportation fuels resulting from a GTL 

plant have a higher value. 

Also of importance is that the "lost" 35% really isn't lost. 

It is captured as waste heat and is used to generate 
electricity, heat buildings and run other processes that 
need heat, saving valuable natural gas for other purposes. 
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GTL vs LNG 

VALUE ($) VS EFFICIENCY 

IS THE LNG PROCESS MORE EFFICIEN T - WITH 80 % OF THE WELL HEAD ENERGY REACHING THE MARKET ? 
IS THE GTL PROCESS LESS EFFICIEN T - WITH 65 % OF THE WELL HEAD ENERGY REACHING THE MARKET ? 

TECHNICALLY, LNG IS A MORE EFFICIENT PROCESS IF YOU JUST LOOK AT DELIVERED ENERGY TO THE MARKET 

IT IS HOWEVER TOTAL.LY FALSE IF YOU LOOK AT THE VALUE ($) OF THE DBJVERED ENERGY IN THE MARKET

LNG BEGINS LIFE AS NATURAL GAS b AND ENDS LIFE AS NATURAL GAS b 

G TL BEGINS LIFE AS NATURAL b AND ENDS LIFE AS A REFINED PRODUCT SUCH AS DIESEL b.i, 

WHILE BO TH ARE CARBON BASED, THEIR VALUES($) ARE TOTALLY DIFFERENT

AS AN EXAMPLE 

A LUMP OF COAL ANO A DIAMOND ARE BOTH CARBON BASED. UNDER TREMENDOUS PRESSURE ANO HEAT (A MANUFACTURING 

PROCESS), A LUMP OF COAL CAN BECOME A DIAMOND. WHICH HAS MORE VALUE, A LUMP OF COAL OR A DIAMOND? DOES IT 
MATTER TYAT A DIAMOND IS A FRACTION OF THE SIZE OR WEIGHT OF THE ORIGINAL LUMP OF COAL? 

IF GTL PRODUCED DIESEL IS MORE VALUABLE THAN LNG DERIVED NATURAL GAS SHOULD YOU CARE IF THE GTL PROCESS IS LESS EFFICIENT 

IN CONVERTING ENERGY SO LONG AS THE VALUE RECEIVED FOR THE ORIGINAL ENERGY IS GREATER. 

WHICH WOULD YOU PREFER ? 

A LUMP OF COAL 

LNG PRODUCED NATURAL GAS b OR GTL PRODUCED DIESEL:. � 

THE CHOICE SHOULD BE SIMPLE 
GO FOR THE HIGHER NETBACK VALUE ($) 28 



GTL FACTS and FICTION 

• Ma·ors ot urs ing F- echnol y

• F- rocess o · icient 

• V'aiue vs Efficiency

• Costs of F-T too high

• TAP - chi g/ ·ggi 

• A erica ee s nat ra gas (market) 

• Va ue of Alaska Natural Gas
Do the people know Alaska gas isr1

1

t goin t0 be oneap? 
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GTL PROJECT COSTS? 

• 2003 estimate $25,000/installed barrel

• 2007 actual cost $32,000/installed barrel

• 2008 Shell Pearl GTL plant $60,000/ installed
barrel (under construction today)

• ANRTL completed a $1.5 million Pre-Feasibility
study for an 80,000 bbl/d CTL project for the
Cook Inlet in February 2008. Cost estimates
have risen from $4.6 to $12 billion from 2005-08.

• The CTL project still pencils out because product
prices have risen even more.
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GTL PROJECT COSTS? 

• Some of the estimated costs of this Cook Inlet
CTL project were derived from the $250 million
Sasol/China engineering study completed in
late 2007.

• North Slope GTL plant ---300% higher than the
recently completed Sasol GTL plant in Qatar -
we use a $92,000/ installed barrel cost.

• If anything, we believe the projected costs of a
North Slope GTL plant program ar;e high.
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GTL FACTS and FICTION 

• Majors not pursuing F- techno ogy

• F-T Process not Efficient

Va ue vs Efficiency 

• Costs of F� too high

• TAPS - Batching/Pigging can't be done

• American needs natural gas (market)

• Value of Alaska atu al Gas
Do the people kr1ovv Alaska gas isn't going to be cheap? 
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BATCHING I PIGGING 

Facts and Fiction 

• Batching -Won't work - You can't pig in TAPS

• Batched products will be contaminated

� NGLs with high vapor pressure can't be moved 
in TAPS 

• Ethane - what do you do with it?
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BATCHING I PIGGING 

•YOU CAN'T PIG IN TAPS

Typical cleaning Rig 

•THEY RUN PIGS IN 1APS TODAY
35 



BATCHING I PIGGING 

• There is no question that the TAPS line can be
operated as a dual/multi products/crude pipeline.

• Explorer Pipeline, owned by several major oil
companies has successfully operated a 1,400-

mile large diameter pipeline carrying a full slate
of refined products and crude oil. In fact the
Explorer Pipeline model is used in many
pipelines in operation today.

• Explorer Pipeline has offered to bring their
expertise to Alaska to assist with the design and

conversion of TAPS.
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BATCHING I PIGGING 

• Batching F-T products and NGLs (Prodwcts) without a

physical separation between the Products and the
ANS crude oil will not work. Further batching of the

Products without a physical separation between

individual products is not recommended.

H Diesel H Naphthay LPGs HNGLs Butane 

"THE PIG TRAIN" 

• Physical Pigging will allow batch shipping of Products
from the North Slope to Valdez.

• The outstanding questicn is how far can you batch/pig

down the TAPS before you need to replace the pig due

to wear?
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BATCHING I PIGGING 

• TAPS line can remain viable for moving crude oil
produced on the North Slope to Valdez for 50 to
100 or more years.

• GTLs will provide the minimum throughput
volumes to keep the TAPS line flowin�.

• Incremental GTLs and NGLs will help lower the
TAPS tariff resulting in a higher netback priGe
and a higher revenue stream to the State.
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BATCHING I PIGGING 

• Once T C\PS is modified to carry both crude oil

and pr(,rjucts, the currently recycled gas stream
can be processed to extract additional �GLs for
batchir1g to Valdez.

• This allows for the receipt of this NGE revenue
stream within a few years, certainly long before
a GTL plant could be on line or a gas line to the
lower 48 could be built.
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BATCHING I PIGGING 

• It is our opinion that the market for North
Slope NGLs will be considerably Higher at

Valdez than at ACEO in central Alberta if for

no other reason than the tariff on TAPS is at

least 1/3 of the cost to ship on the Rroposed
AGIA gas line.

• TAPS tariff $5/bbl (83.3¢/millior.1 btu)

• AGIA tariff $3/million btu ($18/bbl)

• AGIA tariff $4/million btu ($24/bbl)
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BATCHING I PIGGING 

• The interior of Alaska operates on a liquid

energy economy.

• Batching products down TAPS will provide

Interior Alaska with the opportunity to receive

lower cost fuels at new delivery points along
the pipeline without having to replace their

existing energy infrastructure.
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BATCHING I PIGGING 

Batched products will be contaminated 

• One of the biggest advantages with a TAPS

batching /pigging program is that butanes have
been extracted from the gas stream and spil<ed
into the crude oil stream since first flows.

• This same volume of butane will be placed in

the front end of the pig train and used to clean

the pipe walls of contaminants.
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BATCHING I PIGGING 

Batched products will be contaminated 

• The "dirty" butanes will be blended with the ANS

crude oil at Valdez.

• If any batched products behind the "cleaning"

butanes are also contaminated, the batching

program will provide for additional processing at

Valdez to remove sulfurs and color.
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BATCHING I PIGGING 

NGLs with a high vapor pressure can't be 

transported in TAPS 
• The lightest products we would recommend for

shipping on the TAPS would be propane C3H8 .

Propane has a vapor pressure of 20l psig at

110° F. , .. his is far below the operating pressure

of TAPS.

• Keep ethane in the natural gas as there is no

petrochemical industry on the US West Coast.

Ethane will be converted into F-T products.
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BATCHING I PIGGING 

Batching / Pigging in TAPS could benefit the 
AGIA gas line if a gas line is the best option 

- Modifying the TAPS line to batch crude oil

and products will eliminate the need to

transport liquids in the gas line.

• This will reduce the cost of the gas pipeline

and make its operation easier, plus make
delivery of in-state gas less complicated as
you are not dealing with a dense phas<e gas.
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GTL FACTS and FICTION 

• Majors no pursuing F-T tee n0logy

• - rocess not fficient 

Value vs E iciency 

• Costs o · F-1: too igh

• T PS - Batching/ igg· g

• America needs natural gas (market)

• Value of Alaska Natural Gas
• Do the people know Alaska gas isn't going to oe cheap?
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OIL & GAS NEEDS IN THE U.S. 

• The need for imported (additional) natural gas in the
U.S. pales in comparison to the need for reducing
imported crude oil and adding refining capacity.

• Natural gas has historically sold at a discount to the
value of crude oil. Today that disparity is wider.

• Diesel has tlistorically sold at a price at or below regular
gasoline. Today ttiesel sells at a premium to gasoline.

• F-T diesel has in addition to the higher value of crude
oil, the value of the refining margin plus a lower tax rate
resulting in a market price premium of between $33 to
$55/bbl over the value of crude oil. ($6.2 to $10.3 I met)
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OIL & GAS NEEDS IN THE U.S. 

• Virtually anyone we talk to has a different opinion on the
volumes of natural gas, crude oil and refined
transportation products produced, consumed or
imported in the U.S. For the purposes of trnis repor,t, we
use information gathered from independent two

sources.

• U.S. Energy Information Administration
(www.eia.doe.gov/); and

• The BP Statistical Review of World Energy June 2007
(www.bp.com/productlanding .do).
This latter document is an excellent summary of world energy and BP
should be commended for providing this public service update each year.
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OIL & GAS NEEDS IN THE U.S. 

• If we look at the six month period from August 2007
through January 2008 (the latest EIA numbers) the U.S.
on average produced slightly more than 5 million barrels
per day of oil. (note: the EIA data does not include

NGLs in the crude oil).

• During the same time period the U.S imported over 10
million b3rrels per day of crude oil and another 3 million
barrels per day of refined products.

• The significance of the latter number is that the nation
lacks over 3 million barrels per day of refining capacity
to meet current U.S. transportation fuel demands.
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OIL & GAS NEEDS IN THE U.S. 

• While U.S. refiners have been adding capacity to
existing refineries with process efficiency upgrades, no
new refinery has been built in the U.S. since the 1970's.

• This could possibly be one of the reasons why refinery
marigins have crept up from the $5 to $6/bbl range in
1970 - 2000 era to over $30/bbl in 2007.

• A North Slope GTL plant represents new refining
capacity for the U.S. and a potential threat to these
higher margins, especially on the U.S. West Coast.

• This is one potential reason GTL's are not be in the
forefront of North Slope majors' gas development plans.
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GIL & GAS NEEDS IN THE U.S. 

• The U.S. currently (2008) imports roughly 70% of its
crude oil/transportation needs. With approximately 13
million bbl/d of transportation fuel demand almost 29%
of this demand (approximately 3 million barrels per day)
is imported in the form of finished products.

• On an energy content equivalent scale this represents
approximately 18 bcf/d of natural gas being imported
just to meet the U.S. refinery shortfall.

• This is four times the volume of gas to be delivered
through a natural gas pipeline.

• ,... 78 bcf /d for total transportation needs - 20 times
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Chart 9: 

National Oil Companies Control 94 Percent of 
World's Reserves 

Billion Batr;els of Oil Equivalent 
320 

•Gas

•OH

Sotuce: Credit Suiss, First Baston 52 



OIL & GAS NEEDS IN THE U.S. 

• During this same time period the U.S. was produeimg
approximately 64 billion to 65 billion cubic feet per day
bcf/d) of natural gas and importing apRroximately 9 to

10 bcf/d of natural gas, primarily from Canada.

• Of this, approximately 1.6 to 1.8 bcf/d of the total U.S.
natural gas is being imported as LNG.

• Thus 14.7% of U.S. natural gas consumption is
imported, with LNG representing approximately 2.4%
of total U.S. natural gas needs.
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OIL & GAS NEEDS IN THE U.S. 

• Historically natural gas HAS sold at a lower Btu
equivalent price compared to crude oil.

• From 2002 to 2007, natural gas averaged 68% of the
WTI price of crude oil (i.e. 32% below crude oil).

• In April 2008, the NYMEX closing price for, May 2008
deliveries of natural gas was $10.60/mcf or, a crude oil
equivalent price of $63.60, some 45% below the then
crude price of $115/bbl.

• We believe that there was a fundamental severir1g in
the price of natural gas compared to crude oil once oil
hit the $60 to $70/bbl range.
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OIL & GAS NEEDS IN THE U.S. 

• All of the energy consumers who could have switcHed

off crude-based products have done so but the gas

industry. is still able to meet demand.

• In fact, little LNG is currently being imported into the

U.S. because markets elsewhere in the world,
especially those linked to the price of crude oil, are
payin� much higher prices and few want U.S. dollars.

• If one compares a California ultra-low sulfur diesel

price with an equivalent natural gas price one quickly
sees a potentially greater return for Alaska in selling

F-T products than selling natural gas.
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OIL & GAS NEEDS IN THE U.S. 

• April 2008 California CARB diesel wholesale price of
$3.30/gallon ($138.60/bbl) plus the tax advantage of
selling a natl!.lral gas based fuel in the transportation
market of $13.02/bbl, one has a market gas equivalent
price of $28.6/mcf.

• Compare this to the April NYMEX number and one can
see that the gas price would have to increase by 270%
to equal that of diesel.

• On May 19th 
, the wholesale pFice of California diesel hit

$3.91/gal or a met equivalent price of $33.4/mcf.
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CARB Dlesel Fuel Average Rack Prices 

(As of 6/19/08) 

May 19th 2008 price $3.91/gal 

With Lower Excise tax (31 ¢/gal) this is equal to 
$177/bbl or $33.4/mcf equivalen� natural gas 

Avg 2007 price <$2.37 /gal 
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OIL & GAS NEEDS IN THE U.S. 

• We point these facts out to show that the greatest

energy need in the U.S. is not natural gas; it is replacing

crude oil imports and more importantly adding domestic

refining capacity.

• U.S. natural gas is not priced on a world crude oil

equivalent as it is in many other parts of the world. U.S.
transportation fuels are, however, priced based upon
the world price of oil.

• Plus in some areas, such as the U.S. West Coast,

transportation fuels are priced at a premium due to

higher quality requirements.
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GTL FACTS and FICTION 

• a·ors not pursuing F- tee nology

• -T Process not Efficien

Value vs Eff.ciency 

• Cos s o F-T oo igh

• TAPS - atching/Pigging can't be done

• American needs natural gas (market)

• Value of Alaska Natural Gas

• Do the people know Alaska gas isn't going to be cheap?
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NETBACK FROM CALIFORNIA 

TO PRUDHOE BAY 

THREE CASES TO CONSIDER: 
• CASE A - Average California 2007 refinery wholesale

rack price $2.37/gallon
• CASE B - May 19th 2008, California refinery

wholesale rack price $3.91/gallon
• CASE C - Projected 2014 crude oil price of $200/bbl

and $40/bbl refinery margin resulting in $5.71/gal

Assume a $2/bbl shipping cost Valdez to Market and a $5/bbl TAPS Tariff 

for a total $7/bbl Prudhoe Bay to California 

Assume 5.3 million btu/bbl of F-T and 1 million btu/rncf of natural gas 

Assume a debt service / equity recovery cost of $31. 75/bbl 

Assume a GTL plant operating cost of $18/bbl 
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CASEA 

2007 AVG Wholesale Rack Diesel Price 

in California (OPIS) RED LINi

$2.37/gal = $99.5/bbl 

F-T diesel same as CNG for road tax $99.5 /bbl+ $13/bbl = $112.5/bbl

Minus all costs ($112.5/bbl-$56.75/bbl= $55.8/bbl@ Prudhoe Bay) 

Mcf equivalent -- $55.8 + 5.3 = $10.5/mcf (GTL Plant Outlet) 

F-T Diesel treated same as CNG then transportation tax is reduced by 31¢/gal ($13/bbl)
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CASEB 
May 15 Wholesale Rack Diesel Price 

in California (OPIS) BLUE LJNE 

$3.91/gal = $164.2/bbl 

F-T diesel same as CNG for road tax $164.2 /bbl+ $13/bbl = $177.2/bbl

Minus all costs ($177/bbl-$56.75/bbl= $120.5/bbl@ Prudhoe Bay) 

Mcf equivalent -- $120.5 + 5.3 = $22.7/mcf (GTL Plant Outlet) 

F-T Diesel treated same as CNG then transportation tax is reduced by 31¢/gal ($13/bbl)
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CASE C (Tomorrow) 
Assume $200/bbl crude oil price and 

$40/bbl refining margin in 2014 
2014 Wholesale Rack Diesel Price 

in California (OPIS) $5.71/gal 

$5.71/gal = $240/bbl 

F-T diesel same as CNG for road tax $240 /bbl+ $13/bl>I = $253/l>bl

Minus all costs($253/bbl-$56.75/bbl= $196.1/bbl@ Prudhoe Bay) 

Mcf equivalent· $196.1 + 5.3 = $37/mcf at GTL Plant Outlet 

f� T Diesel treated same as CNG then transportation tax is reduced by 31 ¢/gal ($13/bbl) 
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THESE NEXT POINTS ARE CRITICAL TO UNDERSTAND AND 

IT IS A POINT THAT OPPONENTS OF CTL/GTL OFTEN USE 

The F-T process converts carbon contained in the natural gas into finished transportation fuels and 
heat. Approximately 65% of the Btus contained in the natural gas will end up in the transportation 
fuels. Much of the Btu's contained in the natural gas will be captured either in the F-T fuels or waste 
heat to produce power. We further reduce the final number by 12% because all products don't 
receive the diesel price and have excise tax reductions. 

Thus we reduce the mcf equivalent value of the F-T products to take into 

consideration the F-T (GTL) conversion process and not all the products are diesel. 

Case A -$10.5/mcf x .65 x .88 = $6.01/mcf natural gas at Prudhoe Bay GTL Plant Inlet 

$2.37/GAL IN CALIFORNIA - $6.01/MCF NATURAL GAS AT G"f.L PLANT INLET 

Case B - $22. 7/mcf x .65 x .88 = $12.98/mcf natural gas at Prudhoe Bay GTL Plant Inlet 

$3.91/GAL IN CALIFORNIA - $12.98/MCF NATURAL GAS AT GTL PLANT INLET, 

Case C -$37/mcf x .65 = $21.16/mcf natural gas at Prudhoe Bay GTL Plant Inlet 

$5.71/GAL IN CALIFORNIA - $21.16/MCF NATURAL GAS AT GTL PLANT INLET 
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AGIA Gas Price Projections 

• A Prudhoe Bay price approaching $18 to $27
per mmbtu over 25 years.

• 2017 to 2042. WOW

• What do Alaskan's think they will be paying for
natural gas?

• These AGIA projected gas prices are 300% to
400o/o higher than the 2007 prices in the Gook
Inlet. This isn't "cheap" gas!
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WHO RECEIVES THE MOST VALUE 

FROM THE GAS SALES? 

• Tax the Producers natural gas at a crude oil price
equivalent and the Producer may only receive a
fraction of the value of the natural gas.

• At today's $120/bbl crude oil price the PPT on
natural gas would be:

• .25 + ((97.5-30)x .004)+(120-97.5 )x.001= .543 or 54%

• With a 1/8 Royalty (12.5°/o) + 54% = 66.5% of the value goes to
the State - the Producer receives 33% (+ pays other taxes to the
state and federal government)
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WHO RECEIVES THE MOST VALUE 

FROM THE GAS SALES? 

• At $200 crude the 0/o of value to the State would
exceed 75o/o

• You can easily see why the Producer wh0 is
expected to take all of the pipeline risk isn't
excited about AGIA

• Ask yourself, "Why isn't the market guaranteeing
the gas line payout instead of the Producers"?
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Who Should be Buying Firm Capacity 

Supply or Market? 

If Natural Gas truly was in short supply or its 
projected short supply were real, then the 
people who need natural gas, have no other 
choice but to use natural gas (market) would be 

coming to Alaska to buy this "prov,en" gas 
resource. THEY would be contracting with TC 
Alaska for firm capacity to their market. 

Do You See This Happening? 



ENERGY 

CONSERVATION 

Its Impact on a Gas Line 
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ENERGY CONSERVATION 

Its Impact on a Gas Line 

• 300 million people in America

• Take 1/3 or 100 million people

• Turn off two - 100 Watt light bulbs or

don't run a PC for half a day 

• Save 480 billion watts per day or 20,000 MW-HR

• Assume a modern heat rate of 8,500 Btu/kw-hr

• Save 4.08 billion cubic feet per day of natural gas

THAT'S THE ALASKA GAS LINE CAPACITY 

IN A FLICK. OF THE SWITCH 
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ENERGY CONSERVATION 

The Nuclear Threat 

• We are told that Toshiba is looking at installing
up to 5 of their small nuclear power plants in

Alberta to supply the tar sands projects with heat
and electricity that would be CO

2 free energy.

• Helps Canada meet its Kyoto obligations.

• There goes 1 to 2 bcf /d of gas market.

• Canadian supplied gas will have to flow into tHe

U.S. market competing with Alaska AGIA gas.
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MORE THAN JUST A GTL PROJECT 

HUNDREDS OF VALUE ADDED 

BUSINESSES ARE POSSIBLE 

Manufacturing on a Grand Scale. 

The beginning of a new era for Alaska and Alaskans. 
Supplying the world with high value finished goods 

instead of basic natural resources. 

72 



VALUE ADDED INDUSTRIES 

• The Sasol CTL plants in South Africa produce over 150 different value added
products from effluent streams.

• The North Dakota Gasification plant uses the Lurgi process to convert 6 million
tons per year of lignite coal to syngas and liquids. The average daily production
at Great Plains is about 160 million cubic feet of high quality pipe line natural
gas.

• Many by-products are also produced at the plant, including: ammonium sulfate,

anhydrous ammonia, carbon dioxide, dephenolized cresylic acid, krypton and
xenon gases, liquid nitrogen, naphtha, phenol, and methanol.

I 
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ADDITIONAL BENEFITS OF A 

NORTH SLOPE GTL OPTION 

• Benefits of GTLs at Prudhoe Bay

• CO2

• Electricity

• Water for people and EOR

• Synthetic drilling fluids

• Batching NGLs -Lower TAPS tariff

• Liquids in Fairbanks
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THINK OUT SIDE 0� THE BOX 

Alaska's Coal Resources & Reserves 

Northern Alaska BHln 
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ALASKA LEGACY PROJECT 

Estimated Recoverable 

Coal Reserves 

(109 tonnes) 

World Total 1,038 

North America 256 

United States 

246+Alaska 

Alaska (measured) 2 

Alaska Estimated 200 

CHUITNA {measured) >1 

Note: The Northern Alaska 
Basin could potentially have 
upwards of 1.5 to 2.5 trillion 
tons of bituminous coal 
reserves - more coal than the 
total proven reserves in the 
world today! 75 
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CONTACT DETAILS 

Alaska Natural Resources To Liquids, LLC 
310 K Street, Suite 200 

Anchorage, AK 99501 

(907) 264-6709

Richard Peterson 
Managing Member 
rpeterson@angtl.com 

Peter Tijm 
Member 
Tijmp@aol.com 



Special Session 
Anchorage, Alaska 

June 20, 2008 

Gene Dubay, SVP & COO 

Continental Energy Systems 

Colleen Starring, Regional Vice President 

ENST AR Natural Gas Company 

All Our �fl GoEs Into Our Custotn.rs 



Who We Are - ENSTAR Facts 

I Established 1961 

I Number of Meters - 128,000+ 

I Number of Alaskans Served* - 345,600 

I Miles of Distribution Mains and Transmission 
Mains - 3,100 

I Direct Impact on Alaska's Economy - $306 mil 

I Number of EN STAR Employees - 17 4 

I Rank among Alaskan energy Utilities - 1 

I New Customers in 2007 - 2,376 

* 128,000 Meters x 2.7 Alaskan Consumers per Meter

All Our @�!$ GoES Into Our Custonwrs 2 



ENSTAR 

(Alaska Pipeline Company) 

I Engineering/Construction 

I 47 Years of Experience in Alaska 

I Constructed and Operates 450 miles of Transmission 

Mains and 2700 miles of Distribution Mains 
• Represents 75% of all gas transmission pipelines in Alaska

• Represents 100% of distribution mains in South-Central Alaska

I Expertise 

fa'ff(AR 
Nabnl Gas Company 

• Compression Plant Engineering & Construction

• Pipeline Engineering

• Environmental/Permitting

• Construction Management
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South Central Gas Distribution 

MAP KEY 

- t-'l"llrN,u111atCa�Sysi.:111 

OIiier Nat,m,t ea� S)'IINI" 

Nauual Cns Systc11r. 
Owned Br P1od11cN" 

� CasMob 

\ 
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ENSTAR In-State Pipeline 

Phase One 
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Historic & Projected Natural Gas Production 
(Bcf/Year) 

Source: Division of Oil & Gas Report 2006 

250.0 
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D Under-Development 

• All Other

Iii Ninilchik/ Deep Cree 

• Kenai/ Cannery Loop

D Swanson 
River 

D North Cook Inlet 

• W.C:Arthur River

(TBU)

II Beluga River 
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Gas Supply - April 2008 Outlook 
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Foothills Unit Area Map 
Arctic Ocean 

Beaufort Sea

� 
I - _j-

ANWR 

-
. 
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ENSTAR Line 

Natural Gas for South Central Alaska 

Nenana Basin 
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Pipeline Route & Cost 

I Cook Inlet to Fairbanks 
• Approximately 320 Miles Cost $970 million 

• Parks Highway Route

I Fairbanks to the Foothills 
• Approximately 370 miles Cost $2.3 Billion 

• Dalton Highway Route

Total Project Cost - $3.3 Billion for 20" Diameter 

Project Timeline - 5-6 Years 

2-3 Years of Permitting, Design & Procurement

3 Years of Pipeline Construction 
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Foothills Natural Gas Milestones 

Gubik 1st drillin season 

ENSTAR Pi line - Phase 1 

2007 2008 2009 2010 2011 2012 

Gubik 2nd drillin season -

2013 2014 

_....,.. __ _,._ __ _._ __ ....,_ __ -+-__ .,._ __ .,._ __ ...._ _ _... 

Producer u te 

J
ENS TAR Go or No-Go Decision -i,.---t----11--+----4�---1--_,._ __ _,._ __ .......,. __ ....,. 
Gubik 3rd drillin season 

_ _.,_ __ ...... __ ....,. __ ...,_ __ ..,_ __ .,._ __ .__ __ .__ _ __. 

ENS TAR Pi line - Phase 2 

Cons true ti on 

FIRST GAS 
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Advantages of the ENST AR Line 

I Timing (First gas 2014) 

I Alaska controls its' own destiny 

I Long-term supply solution for the Railbelt communities 

I Not mutually exclusive with pipeline to Lower 48 

I Compliments AGIA and the DENALI project 

I Could revive Agrium plant 

I Could extend life of Kenai LNG plant 

I Creates opportunities for natural gas-based industrial growth in South 

Central Alaska 

I In-state markets qualify for lower tax burdens under Alaska's ACES 

I Achieves reasonable end user pricing for Alaskans 

I Ensures sufficient wellhead prices for exploration & development 

All Our {g�/YJ Goe; Into Our Custonlllrs 12 



Cost to Consumer 

Switching to Alternative Fuels in South Central Alaska 
(2008 costs) 

$1,200,000,000 

$1,000,000,000 

$800,000,000 

$600,000,000 

$400,000,000 

$200,000,000 

• Natural Gas $8 57 /mmBtu

- .:.1 . •

$0 

Natural Gas 

$8.57/mmBtu 

Propane 

Fuel Oil $38.24/mmBtu 

$24.91/mmBtu 

All Our (E�il Go& Into Our Cu!ffOlllllrS

• Fuel Oil $24.91/mmBtu

• Propane $38.24/mmBtu
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Accessible In-State Market 

I ENSTAR 

I South-Central Electric Companies 
• Chugach, MLP, MEA, HEA

I Fairbanks Natural Gas 

I Military Bases 
• Elmendorf AFB & Fort Richardson

• Eielson AFB & Fort Wainwright

I Golden Valley Electric 

I Tesoro Refinery 

I Flint Hills Refinery 

I Agrium 

I LNG Export 
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ENSTAR Pipeline Study 
Throughput and Load Estimates 

Load Profile MMcfd 2014 2015 2016 2017 

ENSTAR 93.710 95.110 96.540 97.990 

South-Central Electric Companies 
57.000 47.200 49.200 51.200 

Fairbanks NG 6.000 10.000 18.000 20.000 

Military Bases and Additional 
Commercial 
Golden Valley Electric 
Tesoro Refinery 
Flint Hills Refinery 
Agrium, Inc. 
LNG E�ort 

Total 

13.000 13.000 14.000 14.000 

8.770 8.770 8.770 8.770 

11.000 11.000 11.000 11.000 

13.700 13.700 13.700 13.700 

131.510 131.510 131.510 131.510 

134.250 134.250 134.250 134.250 

468.930 464.530 476.960 482.410 

All Our��!$ GoEs Into Our Custom.rs 

2018 2019 

99.460 100.950 

52.200 53.200 

21.000 22.000 

14.000 14.000 

17.530 17.530 

11.000 11.000 

13.700 13.700 

131.510 131.510 

134.250 134.250 

494.640 498.140 
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Assumptions 

I Project based on utility grade gas 

I 20" diameter high grade steel pipeline 

I Operating pressure -2500 psi 

I Operating pressure & design allow for additional 

hydrocarbon spiking 
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Current ENST AR Pipeline Status 
I Contracted engineering, environmental, and construction companies to 

assist with the project 

I Update meetings scheduled with Anadarko in Alaska July 15th

I Aerial Photography 
- Southern Route (FBX to Big Lake)

• Approximately 70% of data has been acquired
• Data processing is just beginning - complete by Aug 31, 2008

- Northern Route (North Slope to Fairbanks)
• All data has been acquired
• Processing will be complete in approximately 30-days

I LIDAR Data 
• Approximately 90% of data has been acquired
• Processing complete by July 11, 2008

I Field Work 

ENSTAR 
•• 
Natural Cas Company 

• Work is underway - numerous trips for route reconnaissance, river crossing
investigations, pinch point investigations, geotechnical studies, seismic studies,
constructability, etc, will occur between now and October 2008.

All Our� Goe; Into Our Cusfomsas 17 



Current ENST AR Pipeline Status 

I Agency and Stakeholder Communications
• Initial communications have occurred with the following agencies or

organizations: BLM/JPO, (three regions), ADOT (both Northern and Southern
Regions), COE, DNR, National Park Service, NGO's (including National
Parks Conservation Association, Alaska Center for the Environment,
Trustees for Alaska, and Defenders of Wildlife), CIRI, Doyon, Alyeska
Pipeline Service Company, and Conoco Philips.

• Communications are planned with Fairbanks Northstar Borough, Denali
Borough, Mat-Su Borough, Fish and Wildlife, University of Alaska, EPA,
USGS, Mental Health Trust, AHTNA, and others.

I Data Gathering
• Research data is being gathered and stored to a project library. To be used

as reference material for the project. Data includes geotechnical, seismic,
environmental, regulatory, engineering, and construction design information.

I Document Management System

ENSTAR 
-. 

• OMS developed to store data (GIS, environmental, regulatory) relevant to the
project. Data is stored and is available for all entities that are involved with
the project.
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Development Plan Priorities 

I Continue regulatory permit acquisition 

I Prepare economic & financial models 

I Address environmental work 

I Public outreach & public involvement 
- Alaska Support Alliance, Fairbanks Economic Development Corporation,

Rotary Clubs, South Central Chambers, ASRC, CIRI, Doyon, KTUU, KTVA,

Anchorage Daily News, Fairbanks Daily News Miner, Peninsula Clarion,

Talk Radio Programs, Platts Gas Daily

- Continued updates planned

I State ROW application preparation 
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f:NSTAR 
Natural Gas Company 

Questions and Comments 
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