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SENT B Y ! HOLLAND & hwRT ; 9-18-90 £:3fjPM ;

Mr. J&aM B. HtrmlUer •7 - June 19, 1990

1990, fils app&atioot tor tha Deportment's rrvtaw oad approval, for «&ch of tb* 
modlflatioM d**crib«d in this lltur, in accoftknc* with tha provision* of 11 AAC 
5OJ00(b) and («), or otherwise roach ah agreement with ADEC oa resolution of thm  
iuutt.

i -

If AJywks doe* &oc submit tb* required appUcAtiOBi, or If an agreeattss caa&os &# 
retched resoMaj hm  m xtm  before September 1,1990, tb* Dopeftasnt will refer 
these Uiuot to Anoraiy General Douglas B, Bafly tot appropriate ttioKassaax action,

Tb* application must taiiud* tb* foUowihf elements, la addition to oil otbtf atosuma 
required uad*f 18 AAC 5&JOO(b) and 50i00(*):

i
A dataraiaadoa of tb* not emissions increases at itch facility da* to tha 
modifications, indudifl| any other dm$o la imUstosa occurring durian tb* 
fly* yean prior to each modification.

An w m m nt of beat available control tochaotogp for each 
rourc* i n d u i n g

For rim rooting to ceobuitioa gm turbine*

* dry NOji (roabastloa) control*
I
I

1 water op s m &  injection

* retotioo

practice* to oiaimbi tb* ©ceineare and aagnfcudt of

hmsMxiax of a vapor recovery system. to collect and control tb* 
vipo<# froa aU pm«ure relief vilm

LsKaU&tion of activated carbon eantoea at each ptm m  relief 
vatae

S 00437



SENT BY! iiGLLwND & * 9-18-90 2: 36PM :
.V* .* tC •.•‘•*3 C u-E** . * •  - te * ' 255-3556

3032958261-> CCITT G3;H 9

= : 15
T

Mr. Jamei B. H«rmi23«r June 10. 1590

tmmcms or urea injection

' wiootivi catalytic reduction

* SOj scrubbing technology

An air quality impact anaiytO for each air cootamfoant and appropriate 
averaging periods: for SO& 3-bow, 24-bow aad annual; to? particulate 
matter (PM* 10), 24-bour sad annual; for oxides of nitrogen, annual

Applications required purvuaat to this latter should bo submitted to tha appropriate 
ADEC Regional Office; tha Northern Regional Office, 1001 Noble Streat, Suite 350, 
Fairbanks AX 99701 for all the pump stations, and tha Southcentral Regional Office, 
3601 C Street, Suite 1350, Anchorage AK 99503 for the Vaidss Marine TenniniL A 
copy of each application Should aim be sent to Mr. S W. Hungerford at the air 
program'! central office, P.O. Boa O, Juneau, AX 99811-1800,

I would appwdaw your prompt review of these critical lames and a timely response, 
you have susy question!, pU&se call M& Michele Brown at 563-6539.

$ Sincerely.

Director

cc Attorney General %  Bally
CommiuioaBr Decss Ketoo 
Ann PeaEfoa, SPA X

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

1 )  Pum p  s t a t i o n  # 6

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59  d e g  F  
40 -  59  d e q  F  
20 -  39  d e g  F  

0 - 1 9  d e g  F
- 2 0 ------ 1 d e g  F
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 6 , 8 0 0
2 8 . 4 0 0
2 9 , 8 0 0
3 1 , 2 0 0
3 2 . 4 0 0
3 3 , 6 0 0

g r e a t e r  t h a n  3 3 , 6 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

2 )  P um p  s t a t i o n  # 7

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59 d e g  F  
40  -  59  d e g  F  
20  -  39  d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F
- 4 0 ------ 21 d e g  F

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 6 , 8 0 0
2 8 . 4 0 0
2 9 , 8 0 0
3 1 , 2 0 0
3 2 . 4 0 0
3 3 , 6 0 0

g r e a t e r  t h a n  3 3 , 6 0 0

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



D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

$

3 )  Pum p  s t a t i o n  # 8

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59  d e g  
40 -  59 d e g  F  
20  -  39 d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F  
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 6 , 8 0 0  
2 8 , 2 0 0  
2 9 , 6 0 0  
3 1 , 0 0 0  
3 2 , 2 0 0  
3 3 , 4 0 0  

g r e a t e r  t h a n  3 3 , 4 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

4 )  P um p  s t a t i o n  # 9

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A n b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59  d e g  F  
40  -  59  d e g  F  
20  -  39 d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F  
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 6 , 2 0 0
2 7 . 8 0 0  
2 9 , 1 0 0  
3 0 , 4 0 0  
3 1 , 7 0 0
3 2 . 8 0 0  

g r e a t e r  t h a n  3 2 , 8 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o
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D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

5 )  Pum p s t a t i o n  # 10

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59 d e g  F  
40  -  59  d e g  F  
20  -  39  d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F  
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 5 , 5 0 0
2 6 , 8 0 0
2 8 , 2 0 0
2 9 , 4 0 0  
3 0 , 7 0 0
3 1 , 8 0 0  

g r e a t e r  t h a n  3 1 , 8 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

6 )  Pum p  s t a t i o n  # 12

B a s e d  o n  a  l o w e r  h e a t i n g  v a l u e  o f  1 2 6 , 1 2 5  B r i t i s h  T h e r m a l  U n i t s  p e r  
g a l l o n  o f  f u e l  o i l ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A n b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59 d e g  F  
40 -  59  d e g  F  
20 -  39 d e g  F  

0 - 1 9  d e g  F
- 2 0 ------ 1 d e g  F
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

G a l l o n s  
t o t a l  p e r  d a y

2 6 , 0 0 0
2 7 . 8 0 0
2 8 . 8 0 0  
3 0 , 1 0 0  
3 1 , 3 0 0
3 2 , 4 0 0

g r e a t e r  t h a n  3 2 , 4 0 0

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



q u a n t i t y  o f  f u e l  b u r n e d  in e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  day. 
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  to 
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  fuel 
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  q u a n t i t y  o f  f u e l  b u r n e d  
f o r  t h e  d a t e  w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .



E X H I B I T  C TO COM PL IANCE  O R D E R  BY  CONSENT
GENERATORS

GAS FU ELED

1) P u m p  s t a t i o n  # 1

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  8 6 3  B r i t i s h  T h e r m a l  U n i t s  p e r  
c u b i c  f o o t  o f  g a s ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  on  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59 d e g  F  
40 -  59 d e g  F  
20 -  39 d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F  
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

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

4 , 0 5 6
4 , 2 9 6  
4 , 5 1 2  
4 , 7 0 4  
4 , 8 9 6  
5 , 0 4 0  

g r e a t e r  t h a n  5 , 0 4 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
pum p s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .
On o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  f u e l  b u r n e d  f o r  t h e  d a t e
w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

2 ) Pum p  s t a t i o n  # 2

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  8 6 3  B r i t i s h  T h e r m a l  U n i t s  p e r  
c u b i c  f o o t  o f  g a s ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59  d e g  F  
40 -  59 d e g ' F  
20  -  39 d e g  F  

0 - 1 9  d e g  F  
- 2 0  -  - 1  d e g  F  
- 4 0  -  - 2 1  d e g  F  

l e s s  t h a n  - 4 0  d e g  F

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

3 , 9 8 4
4 , 2 0 0  
4 , 3 9 2  
4 , 6 0 8  
4 , 8 0 0  
4 , 9 4 4  

g r e a t e r  t h a n  4 , 9 4 4

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
pum p s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r ,  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l
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m
3 )  P um p  s t a t i o n  # 3

B a s e d  o n  a l o w e r  h e a t i n g  v a l u e  o f  8 6 3  B r i t i s h  T h e r m a l  U n i t s  p e r  
c u b i c  f o o t  o f  g a s ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

c o n s u m p t i o n ,  and the d a te, t e m p e r a t u r e  a n d  fuel b u r n e d  for the date
w i t h  the h i g h e s t  fuel b u r n i n g  r a t e  d u r i n g  the m o n t h .

A m b i e n t  T e m p e r a t u r e  
d a i l y  a v e r a g e

g r e a t e r  t h a n  59  d e g  F
40
20
0

- 2 0
- 4 0

59 d e g  F  
39 d e g  F  
19 d e g  F  
- 1  d e g  F  
- 2 1  d e g  F

l e s s  t h a n  - 4 0  d e g  F

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

3 , 8 4 0  
4 , 0 8 0
4 , 2 9 6  
4 , 4 8 8  
4 , 6 5 6
4 , 8 0 0  

g r e a t e r  t h a n  4 , 8 0 0

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  1 0 t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l  
c o n s u m p t i o n ,  a n d  t h e  d a t e ,  t e m p e r a t u r e  a n d  f u e l  b u r n e d  f o r  t h e  d a t e  
w i t h  t h e  h i g h e s t  f u e l  b u r n i n g  r a t e  d u r i n g  t h e  m o n t h .

4 )  Pum p s t a t i o n  # 4

B a s e d  o n  a  l o w e r  h e a t i n g  v a l u e  o f  8 6 3  B r i t i s h  T h e r m a l  U n i t s  p e r  
c u b i c  f o o t  o f  g a s ,  A l y e s k a  s h a l l  b u r n  a s  f u e l  i n  a n y  A v o n  g a s  
g e n e r a t o r  n o t  m o r e  t h a n  t h e  i n d i c a t e d  t o t a l  q u a n t i t y  o f  f u e l  o n  
a n y  d a y  f o r  w h i c h  t h e  a v e r a g e  a m b i e n t  t e m p e r a t u r e  i s  w i t h i n  t h e  
i n d i c a t e d  t e m p e r a t u r e  r a n g e :

A m b i e n t  T e m p e r a t u r e  
;j|aily a v e r a g e

g t f i a t e r  t h a n  59  d e g  F
40
20

0
- 2 0
- 4 0

59 d e g  F  
39  d e g  F  
19  d e g  F  
- 1  d e g  F  
- 2 1  d e g  F

l e s s  t h a n  - 4 0  d e g  F

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

3 , 6 7 2
3 , 8 4 0
4 , 0 5 6  
4 , 2 4 8  
4 , 4 1 6  
4 , 5 8 4  

g r e a t e r  t h a n  4 , 5 8 4

A l y e s k a  s h a l l  r e c o r d ,  a n d  m a i n t a i n  t h e  r e c o r d  a t  t h e  o f f i c e  o f  t h e  
p u m p  s t a t i o n ,  t h e  a v e r a g e  d a i l y  a m b i e n t  t e m p e r a t u r e  a n d  t h e  t o t a l  
q u a n t i t y  o f  f u e l  b u r n e d  i n  e a c h  A v o n  g a s  g e n e r a t o r  f o r  e a c h  d a y .  
O n  o r  b e f o r e  t h e  t e n t h  d a y  o f  e a c h  m o n t h ,  A l y e s k a  s h a l l  r e p o r t  t o  
D E C ,  f o r  e a c h  g a s  g e n e r a t o r  t h e  p r e v i o u s  m o n t h ' s  t o t a l  f u e l

2



c o n s u m p t i o n ,  and t h e  d a t e ,  t e m p e r a t u r e  a n d  f u e l  b u r n e d  for the da t e
w i t h  the h i g h e s t  fu e l  b u r n i n g  ra t e  d u r i n g  t h e  m o n t h .





N O R T H  S L O P E  G A S  B R I E F I N G  A G E N D A  

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

I. I n t r o d u c t i o n  ...................... ................................. J e r r y  B r o s s i a

D i v i s i o n  o f  L a n d  a n d  W a t e r  M a n a g e m e n t

II. L o c a t i o n  & S t a t u s  o f  P r o p o s e d  G a s  P i p e l i n e s ...........J e r r y  B r o s s i a

III. L o c a t i o n  & E s t i m a t e d  Q u a n t i t i e s  o f  G a s  R e s e r v e s . . . . B i l l  V a n  D y k e

D i v i s i o n  o f  O i l  a n d  G a s
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COMPARISON OF AKGTS fl??3 T A S S  HATURftL GAS T R AN SP OR TA TI ON  PIPELINES

DNR/DLtfM 

March 1, 1909

COStPARISOM ATJGTS TAGS

nat gas d estination 

transportation c et h od  

transportation r ou te  in Alaska

major project co mp onents 

pipeline length

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

estinated cost t o  construct 

projected reve nue  to t h e  state 

jobs created

project status o n  st at e land 

project status o n  federal land

d om estic use to lower <18 states

interstate gas pipeline

Prudhoe Bay to Alaska-Canada 

border

48 inch chilled, buried pipeline 

15 compressor stations 

g a s  conditioning facility

745 nfles (Alaska segment)

2. 4 billion cubic feet/day

$11.5 billion

not available

not available

Rtf Lease ap plication pending 

Rtf Grant issued

export to Pacific R i m  countries

intrastate gas pipeline +  LNG t ank er  transport

Prudhoe Bay to An derson Bay in Port Valdez

36 inch chilled, buried pipeline 
10 compressor stations 

LtfG Plant +  marine terminal

797 miles

2.3 billion cubic feet/day 

$8 billion

$477 million over the life of t he project

10,000 peak, 6,000 average during construction

Conditional Rll Lease issued 

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

Field Name D iscovery
Date

Estim ated Original 
R ecoverab le  Reserves

Remaining
Reserves

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

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

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

5 7 0  BCF 
8 4 5  MMBO

Prudhoe Bay 
(Lisburne Pool)

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

8 9 0  BCF 
1 5 0  MMBO

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

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

7 9 0  BCF 
3 3 0  MMBO

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

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

T ota ls
2 7 ,4 0 0  BCF 

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

BCF -  Billion Cubic Feet o f Gas dosg rov. 1 1 /as
MMBO “  Million Barrels »>? Oir

F
i
g
u
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Undeveloped North Slope 01! and Gas Discoveries
(As of O ctober 1988)

Name

Umlat 

Gubik 

E. Umiat 

West Sak 

Kavlk 

Kemik

Flaxman Island 

Pt. Thomson

Mlkkelson 

Gwydyr Bay 

Tern Island 

Seal island 

Colville Delta 

Hammerhead 

Sandpiper Island 

Nia&uk Discovery

Discovery
Date

12/46

3/51

3/63

4/69

11/69

6/72

9/75

10/77

1978

1981

5/83

1/84

1985 

2 / 8 6

1986 

4/85

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

Totals

Estimated Recoverable 
Reserves '

50 MMBO 

600 BCF 

?

0 -  3000 MMBO 

?

?

?  •

5000 BCF 
300 MMBO

?

< 1 0  MMBO 

?

150 MMBO 

7 

?

7

60 MMBO

1060 MMBO 
5600 BCF

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

Figure 5



D r a f t  3 / 8 / 8 9

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

1 9 9 6 ?

-  2 -



- 3 -

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

t h e  l o w e r - 4 8  s t a t e s  b y  t h e  y e a r  2 0 1 0  a t  t h e  v e r y  l a t e s t .



- 4 -

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

P L A N T S ,

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

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

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

1 9 9 6 .

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

M U -

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

— S I G N I F I C A N T  C H A N G E S  IN T H E  E C O N O M I C  C L I M A T E ,
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T h e  r e s u l t  w a s  a  d r a m a t i c a l l y  l o w e r  c o s t  e s t i m a t e / r e s u l t i n g  i n

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

S E R V I C E ,

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



/

Y U  X  O f t



t

o Majority owner of Yukon Pacific

© Major transportation company 

©1987 turnover:

$8 billion on $13.2 billion in assets



m  T A I W A N  
% ^ 4 4 5 0  m i l e s

D I S T A N C E S  T O  P R O P O S E D  
M A R K E T S  I N  A S I A

YUKON PACIFIC COP POP,IT/ON



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

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

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

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

4. Obtain State Right-of-Way

5. Obtain Federal Export License



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

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

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

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

4. Obtain State Right-of-Way

5. Obtain Federal Export License

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

jA

tA



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

P H A S E  I I

I

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

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

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

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



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

b y  2 0 0 0

C u r r e n t l y  

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

P r o j e c t e d  

b y  2 0 0 0

1 9 8 7  1 9 8 9

T o t a l  N e w  

D e m a n d

1 9 8 7  1 9 8 9

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

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

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

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

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

e a c h  c o u n t r y



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

• Greater electricity demand than expected

• L N G  more competitive, especially vs. nuclear

• Rising environmental concerns

• Diversification to reduce energy source risk

• Distribution infrastructure is growing



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

• Price competitive

• Economies of scale

• U.S. a secure supplier

• Expand U.S. trade where most needed



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

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

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

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

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



E c o n o m i c  Feasibility

o Sales threshold of 7-8.5 m m t  in 

mid~1990’s.

9 Economic studies based on $24/bbl 

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

. Price will fluctuate up and down 

with crude oil.

* Alaska does not have a posted crude 

oil price.



North Slope Gas Reserves 36 TCF

Undiscovered Resources 102 TCF

Gas Ownership:
ARCO, EXXON, British Petroleum,
State of Alaska and minor owners
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STATE INCENTIVES TO MOVE FORWARD

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

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

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

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

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



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

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

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

• Maintain stable tax climate.

• Enter into royalty gas sales discussions 
when appropriate.



B.E. Grate

Vice President 

Commetcial, Alaska

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

P.O. Box 1966)2 

Anchorage, Alaska 99519-6612 

(907) 56<1-51?1

BP EXPLORATION POSITION REGARDING 
NORTH SLOPE NATURAL GAS

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

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

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

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

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

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

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

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

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

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

M a r c h  10, 1 9 8 9



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

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

MARCH 10, 1989

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

Summary

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

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

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

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

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

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

P ro je c t  S cope  and Fundamentals

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

C o n c l u s i o n

A l a s k a ’ s N o r t h  S lo p e gas r e s e r v e s a r e an im p o r t a n t  componen t o f  t h e  en e r g y 
f u t u r e  o f  b o t h  Exxon and t h e  s t a t e  o f  A l a s k a . On b a l a n c e , Exxon c o n t i n u e s  t o  
b e l i e v e  t h a t  an o v e r l a n d  p i p e l i n e  t o  t h e  l o w e r  48 s t a t e s  w i l l  be t h e  b e s t 
a l t e r n a t i v e  f o r  c o m m e r c i a l i z i n g  N o r t h  S lope g a s . In r e a c h i n g  t h i s  
c o n c l u s i o n ,  numerous a l t e r n a t i v e s  t o  b r i n g  t h e s e  r e s e r v e s  t o  m a r k e t have been 
s t u d i e d .  W h i l e  Exxon has s e r i o u s  r e s e r v a t i o n s  abo u t an LNG e x p o r t  p r o j e c t ,  
we wou ld n o t wan t t o  d i s c o u r a g e  anyone f r om p r o p o s i n g  p r o m i s i n g  a l t e r n a t i v e s  
f o r  c o m m e r c i a l i z i n g  t h e r e s e r v e s .  We w i l l  c o n t i n u e  t o  exam ine o p t i o n s  t o  
m a r k e t N o r t h  S lo p e gas c o n s i d e r i n g  t h e  m a rk e t f u n d am e n t a l s  a g a i n s t  w h i c h any 
p r o j e c t  mus t be t e s t e d .
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SOURCE OF RESERVE DATA.
ALASKA - ALASKA DEPT. OF NAT. RESOURCES "H ISTO R ICA L  AND 

"PROJECTED O IL  AND GAS CONSUMPTION". JAN 1909 
ALL OTHER - O IL  & GAS JOURNAL 12/26/B0
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POTENTIAL SUPPLIERS OF LNG TO FAR EAST MARKETS

APPROXIMATE 
NAUTICAL MILES

COUNTRY TO JAPAN

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

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

ESTIMATED PROVED RESERVES (TCF) 
REQUIRED TO MEET 
EXISTING CONTRACTS

TOTAL IF EXTEND TO 2020 UNCOMMITTED

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

1190 63 [ H 2 7 |

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

SOURCE OF TOTAL RESERVES DATA:

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

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

DISTANCES PER "WORLD-WIDE MARINE DISTANCE TABLES", 1976
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An j Li i m

A l i i3 Sr£l/£ C O W P £ R  GOVERNOR

DEPARTMENT o r  NATURAL RESOURCES

DIVISION OF OIL AND GAS PO. BOX 7034
ANCH ORAGE, ALASKA 99510-7034

( 9 0 7 )7 62 -2547

F e b r u a r y 9 , 1989

The H on o r a b l e B e t t y e  Fahrenkamp, C h a i r  
Sena te Resou rces Commi t tee 
A la s k a S t a t e  L e g i s l a t u r e  
P.O. Box V
Juneau , A la s k a 99811

Dear S e n a t o r  Fah renkamp:

D u r i n g t h e  o v e r v i e w  o f  o i l  and gas i s s u e s  b e f o r e  t h e  Sena te Resou rces 
Commi t tee l a s t  week , t h e r e  were a number o f  q u e s t i o n s  posed by you and o t h e r  
members o f  t h e comm i t t e e wh ic h r e q u i r e d  a d d i t i o n a l  r e s e a r c h  t o  answe r . A 
summary o f  t h o s e q u e s t i o n s ,  and rny w r i t t e n  re spon se f o r  t h e comm i t t e e r e c o r d  
i s  p r o v i d e d  be low .

D u r i n g o u r d i s c u s s i o n  o f  th e U n i t e d  S t a t e s -C anada F ree T rade A c t o f  1988, you 
asked f o r  t h e  name o f  t h e i n d i v i d u a l  r e s p o n s i b l e  f o r  t h e  i n c l u s i o n  o f  t h e 
p r o v i s i o n  t h a t  r e q u i r e s  v e s s e l s  t r a n s p o r t i n g  ANS c r u d e o i l  t o  Canada t o  be 
r e g i s t e r e d  f o r  t h e c o a s tw i s e  t r a d e .  The o r i g i n a l  t e rm s o f  t h e  t r e a t y  d r a f t e d  
by f e d e r a l  n e g o t i a t o r s  (see e n c l o s e d document e n t i t l e d  "Annex 2 0 5 " ) r e q u i r e d  
" . . . t h a t  such o i l  be t r a n s p o r t e d  t o  Canada f r om a s u i t a b l e  l o c a t i o n  w i t h i n  t h e  
l o w e r 48 s t a t e s . "

FEB 1 5 iggg

As i n d i c a t e d  i n  t h e  A p r i l  26 , 1988 C o n g r e s s i o n a l R e c o r d - S e n a t e , page 4744 -45 
(copy e n c l o s e d ) ,  S e n a t o r S tevens c h a l l e n g e d  t h i s  r e q u i r e m e n t on t h e  b a s i s  t h a t  
i t  was a v i o l a t i o n  o f  A r t i c l e  I ,  S e c t i o n  9 o f  t h e C o n s t i t u t i o n .  T h i s  
r e q u i r e m e n t was s u b s e q u e n t l y  d e l e t e d ,  b u t  t h e  l a n guage r e q u i r i n g  " c o a s tw i s e  
t r a d e "  r e g i s t r a t i o n  appea red i n  i t s  p l a c e  i n  t h e im p l em e n t i n g  l e g i s l a t i o n ,  and 
i s ,  o f  c o u r s e ,  a p r o v i s i o n  o f  t h e  i n t e r i m  r e g u l a t i o n s  r e c e n t l y  i s s u e d by t h e  
U. S. D epa r tm en t o f  Commerce. I t  i s  u n c l e a r  f rom t h e  l e g i s l a t i v e  r e c o r d  who 
p ropo sed t h e  s u b s t i t u t e  la n guage .

You a l s o  asked t h a t  I p r o v i d e  t h e  comm i t t e e w i t h  a copy o f  a map wh ich 
i n d i c a t e s  a re a s w i t h  o i l  and gas p o t e n t i a l  n ea r t h e  T . A . P . S .  c o r r i d o r  wh ich 
a re p ropo sed f o r  l e a s i n g  by t h e  f e d e r a l  go ve r nm en t . Based upon a f o l l o w - u p  
c o n v e r s t a i o n  between Ms. Pam Roge r s , t h e d i v i s i o n ' s  Lease Sa le s Manage r , and 
Ms. Kay K l e t k a ,  t h e  Bureau o f  Land Managemen t ' s O i l and Gas L e a s i n g Manage r , 
BLM has no c u r r e n t  p l a n s t o  l e a s e anywhere nea r t h e p i p e l i n e  c o r r i d o r .  I f  you 
o r  o t h e r  members o f  t h e comm i t t e e have a d d i t i o n a l  q u e s t i o n s  o f  Ms. K l e t k a ,  she 
can be re a c h e d i n  Ancho rage a t  271 -3 791 .



The Honorable Bettye Fahrenkamp

February 9, 1989
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S e na t o r s H a l f o r d  and Z h a r o f f ,  as w e l l  as y o u , r e q u e s t e d  c o p i e s  o f  t h e 
d e p a r tm e n t ' s  r e g u l a t i o n s  g o v e r n i n g  t h e  e x t e n s i o n  o f  t h e  i n i t i a l  
c o n f i d e n t i a l i t y  p e r i o d  f o r  w e l l  d a t a . To c l a r i f y  t h e  r e c o r d ,  t h e  s t a t u t e  
a u t h o r i z i n g  e x t e n s i o n s  i s  A .S . 31^ .05 .035 , n o t  A .S . 3 8 . 0 5 . 0 3 5 ,  as I r e c a l l e d  
d u r i n g  o u r d i s c u s s i o n .  I have e n c l o s e d a copy o f  b o t h  A .S . 3 1 . 0 5 . 0 3 5 ( a ) - ( e )  
and t h e  p e r t i n e n t  r e g u l a t i o n s ,  11 AAC 83 .1 5 3 ( a ) - ( d )  f o r  y o u r  r e v i e w .

S e n a t o r Z h a r o f f  r e q u e s t e d  i n f o r m a t i o n  on t h e  c u r r e n t  s t a t u s  o f  t h e  f e d e r a l  
O u te r C o n t i n e n t a l  S h e l f  l e a s e  s a l e  i n  B r i s t o l  Bay. On O c t o b e r 9 , 1988 , t h e 
9 th U. S. C i r c u i t  C o u r t i s s u e d  a d e c i s i o n  a l l o w i n g  f o rm e r S e c r e t a r y  o f  t h e 
I n t e r i o r  Hodel t o  p ro ce ed w i t h  Sa le 92 , w h i c h had been suspended f o l l o w i n g  an 
e a r l i e r  c h a l l e n g e  t o  t h e s a l e .  On O c to b e r 11 , 1988 , t h e M i n e r a l s  Management 
S e r v i c e  opened t h e  s e a l e d b i d s  wh i c h had been r e c e i v e d  e a r l i e r ,  and announced 
t h e s a l e  r e s u l t s .  I have e n c l o s e d a copy o f  an a r t i c l e  f r om t h e  O c t o b e r 22 , 
1988 e d i t i o n  o f  t h e  Ancho rage D a i l y  Mews wh i c h d e s c r i b e s  t h e s e  e v e n t s i n  more 
d e t a i l .

A c c o r d i n g  t o  A s s i s t a n t  A t t o r n e y  Genera l Gary Amendo la , t h e s t a t e ' s  a t t o r n e y  
a s s i g n e d t o  t h i s  c a s e , t h e  Depa r tm e n t o f  Law f i l e d  a p e t i t i o n  f o r  s h e a r i n g  
w i t h  th e 9 t h  C i r c u i t  C o u r t on Oc to be r 19 , 1988 . The C o u r t has y e t  t o  a c t  on 
t h a t  r e q u e s t .  S h o u l d you o r  o t h e r  members o f  t h e  comm i t t e e have a d d i t i o n a l  
q u e s t i o n s  on Sa le 92 o r t h e s t a t u s  o f  t h e  s t a t e ' s  l i t i g a t i o n ,  Mr. Amendola can 
be rea ched i n  t h e  Juneau o f f i c e  o f  t h e  Depa r tm en t o f  Law a t  465 -2 400 .

A g a i n , I wou ld l i k e  t o  e x p r e s s my a p p r e c i a t i o n  t o  you and t h e  members o f  t h e 
Commi t tee f o r  y o u r  c o n t i n u i n g  i n t e r e s t  i n  t h e  d e p a r tm e n t ' s  o i l  and gas l e a s i n g  
p rog ram and f o r  y o u r  s u p p o r t  o f  ou r a c t i v i t i e s .  I f  you have a d d i t i o n a l  
q u e s t i o n s  o r  wou ld l i k e  f u r t h e r  b r i e f i n g  on any o f  t h e  i s s u e s  b e f o r e  t h e  
d i v i s i o n ,  p l e a s e f e e l  f r e e  t o  c a l l .

S i n c e r e l y

cc Comm iss io ne r L e n n i e  Gorsuch 
Ca ro l W i l s o n ,  S p e c i a l A s s i s t a n t  
S e n a t o r Drue Pea rce
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State asks court to reconsider lease decision
By BRIAN S. AKRE
The Associated Press

JUNEAU — The state has requested a rehearing 
of » federal appeals court’s decision to allow the 
sale of oil leases on 5.6 million acres of Bristol 
Bay, home to the 
world’s largest salmon 
fishery.

The petition for a 
rehearing was filed 
Wednesday with the 
9th U.S. Circuit Court 
of Appeals in San 
Francisco. It also calls 
for the court to vacate 
its Oct. 5 decision pend­
ing a ruling on a re­
hearing.

The decision allowed Interior Secretary Donald 
Hocel to proceed with the oiMease plan for Lease 
Sale 92. Bids totaling $95.4 million were opened

Oct. 11 in Anchorage. Shell-Western and Amoco 
jointly offered the top bid of $24 million for just 
under 5,700 acres.

The lease covers an area in the North Aleutian 
Basin off the southwest coast of Alaska that is 
home to some of the world’s most productive 
fisheries and endangered species of birds and 
mammals. Eighty percent of the eastern popula­
tion of the Pacific gray whales migrate there each 
spring and fall.

Opponents of the sale, including the fishing 
industry, argue that drilling would endanger the 
fisheries and the Native people who depend on 
fishing for food.

The state argues in the petition that the court 
misinterpreted the Outer Continental Shelf Lands 
Act by not providing the governor with enough 
influence over the lease decision.

Gov. Steve Cowper recommended against allow­
ing the leases. He said the threat to fish in Bristol

Bay from drilling outweighed the marginal poten­
tial for oil.

Congress amended the act in 1978 "to provide 
the governor with an important role in the 
process” over whether and where leases should be 
granted by the interior secretary.

The appeals court’s decision "diminishes the 
governor's role in the process to one not unlike 
that of any other member of the public who may 
comment on proposed federal actions,” the state’s 
petition says.

If the act “does not have enough teeth to allow 
the governor of Alaska to protect an ecological and 
environmental wonder like Bristol Bay, then the 
enactment is an illusion,” the petition concludes.

The state also argues that the court overlooked 
an analysis of oil risks that it says was flawed 
with assumptions that were arithmetic nonsense. 
Hodel relied on the analysis in making his 
decision and, as a result, the decision was errone­
ous, the petition says.
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Import Measures

1. The United States of America shall exempt Canada from any 
restriction on the enrichment of foreign uranium under section 161 v 
of the Atomic Energy Act.

Export Measures

2. Canada shall exempt the United States of America from the 
Canadian Uranium Upgrading Policy as announced by the Minister of 
State for Mines on October 18,1985.

3 . The United States of America shall exempt Canada from the 
prohibition on the exportation of Alaskan oil under section 7(d) of the 
Export Administration Act o f 1979, as amended, up to a maximum 
volume of 50 thousand barrels per day on an annual average basis, 
subject to the condition that such oil be transported to Canada from a 
suitable location within the lower 48 states.
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t c r v a l l l i i r  d u t ie s .  A m o n g  t h l  m o s t  s ig ­

n i f i c a n t !  c h a n g e *  a r e  p r o v i s o r y  w l d c h  
e n s u r e  V i n t  t h l r d - c o u n t o f  d u m p in g  
w i l l  b e  a M r f t f is e d ,  W c  s e w n  n u m b e r  o t  
p r o v l s l o n / N a J h l s  fifip u fr n  o f  t h e  b i l l  

w h i c h  a x e  d e S T S T O flr to  m a k e  s u r e  t h a t  

w e  c u t  t h r o u g h  e f f o r t s  t o  h i d e  d u m p *  
In n  a c t i v i t i e s ;  t h a t  la , t o  s e l l  f o r e i g n  
g o o d s  a t  b e lo w  t h e  c o s t  o f  a c t u a l  m a n ­

u f a c t u r e r  h e r e  In  t h e  U . S .  c o n s u m e r  
m a r k e t .

I  w a n t  t o  t a k e  j u s t  a  m o m e n t .  M r .  

P r e s i d e n t ,  t o  d is c u s s  t h e  p r o v is io n s  o f  
t h i s  c o n f e r e n c e  r e p o r t  w h i c h  p e r t a i n  
t o  s o m e t h i n g  n e a r  a n d  d e a r  t o  m y  

h e a r t ,  a n d  t h a t  Is  t h e  s m a l l  b u s in e s s  
r e c t o r  o f  o u r  e c o n o m y .  T h e  la n g u a g e  
In  t h e  s m a l l  b u s in e s s  t i t l e  o f  t h i s  m e a s ­
u r e  c lo s e l y  p a r a l l e l s  S .  1344, a  s m a l l  

b u s in e s s  t r a d e  b i l l  w h i c h  I  In t r o d u c e d  
ii)  t h e  f i r s t  s e s s io n  o f  t h i s  C o n g r e s s .  
M y  b i l l  s e r v e d  as t h e  b a s is  f o r  t h e  
s m a l l  b u s in e s s  t i t l e  I n  t h e  S e n a t e ’s  
t r a d e  b i l L  T h i s  t i t l e  r e f le c t s  t h e  I m p o r ­
t a n c e  o f  t h e  e x p o r t  s id e  o f  t h e  t r a d e  
e q u a t io n  w i l l )  r e g a r d  t o  s m a l l  b u s i ­
n e s s . I n  r e s t o r in g  b a la n c e  to  o u r  t r a d e  
a c c o u n t s  w i l l  r e q u ir e  In c r e a s e d  e x p o r t  
a c t i v i t y  o n  t h e  p a r t  o f  a l l  A m e r i c a n  i n ­
d u s t r ie s ,  a n d  t h a t  In c lu d e s  s m a l l  b u s i ­
n e s s .

S m a l l  b u s in e s s  a n d  t h e  s m a ll  e n t r e ­

p r e n e u r s  h a v e  o f t e n  s e r v e d  as t h e  c a t ­

a l y s t  t h a t  is  d r i v in g  o u r  e c o n o m y .  

S m a l l  b u s in e s s  c a n  p l a y  u  C e n tr a l  r o le  
In  e f f o r t s  t o  e x p a n d  o u r  e x p o r t  b a s e . 
W o  n a e d  t o  d o  m o r e  to  e n c o u r a g e  
s m a l l  f i lm s  t o  c o m p e t e  In  t o d a y ’s  
w b r l d  m a r k e t s .

T h i s  b i l l  t a k e s  s e v e r a l  I m p o r t a n t  
s te p s ,  I  s u b m it ,  t o w a r d  t h a t  e n d .

I  t h i n k  I t  w o u ld  b e  t r u l y  t r a g ic ,  I  s a y  

t o  m y  c o l le a g u e s ,  t o  w a s t e  a n  o p p o r t u ­
n i t y  t o  e n a c t  t h e s e  I m p o r t a n t  p r o v i ­

s io n s .  S e v e r a l  y e a r s  o f  v e r y  h a r d  w o r k  

h a v e  g o n e  In t o  t h i s  c o m p r e h e n s i v e  
t r a d e  m e a s u r e .  B u t  a l l  o f  th e s e  p o s i ­
t i v e  e l e m e n t s  a r e  n o w  t h r e a t e n e d  b e ­
c a u s e  o f  t h e  a d m in is t r a t i o n 's  m is g i v ­
in g s  a b o u t  a  f e w  r e l a t i v e l y  i n s i g n i f i ­
c a n t  p r o v i s io n s  In  t h e  b i l l ,

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

m e n  a n d  w o r k i n g  w o m e n  o f  t h i s  c o u n ­
t r y .  A m e r i c a n s  k n o w  t h a t  s o m e t h in g  

m u s t  b e  d o n e  n o w  t o  c o m b a t  t h e  t r a d e  
d e f i c i t .  I n d e e d ,  In  t h e  t o w n  m e e t in g s  
t h a t  I  r o u t i n e l y  h o ld  a c r o s s  t h o  S t a t e  

o f  T e n n e s s e e  I  a m  c o n t i n u a l l y  a s k e d  
" W h a t  Is  t h e  P r e s i d e n t  d o in g  a b o u t  
t h e  p r o b l e m  o f  f o r e ig n  g o o d s  d e p r i v in g  

u s  o f  o u r  Jo b s ?  W h a t  is  t h e  C o n g r e s s  
d o in g  t o  m a k e  o u r  g o o d s  m o r e  c o m -  

■ p e t l t l v e  o n  t h e  I n t e r n a t i o n a l  m a r *  
k e t s ? ”

I  s a y ,  M r .  P r e s id e n t ,  t h a t  t h o s e  
a s k in g  t h e s e  q u e s t io n s ,  t h e  w o r k i n g  
m e n  a n d  w o r k in g  w o m e n  o r  t h i s  c o u n *  
t r y .  t h o s e  i n  t h e  b u s in e s s  s e c to r ,  o r e  
n o t  s a t i s f i e d  w i t h  s p e e c h m a k ln g  o r  
p o s t u r i n g  o n  t h i s  c r i t i c a l  is s u e  o f  J o b s , 
o f  t r a d e ,  a n d  o f  b u s in e s s  a n d  o f  o u r  
l i v e l i h o o d !  T h e y  a r t  l o o k in g  f o r  s o m e  
s ig n  t h a t  h e l p  Is o n  t h e  w a y  f o r  t h o s e  
A m e r i c a n s  w h o  h a v e  b e e n  h a r d  h i t  b y  
t h e  t r a d e  d e f i c i t  o v e r  t h e  p a s t '7 y e a r s .

I  s u b m i t  t h a t  w e  c a n  s e n d  t h a t  
s ig n a l  w i t h  t h e  p a s s a g e  o f  t i l l s  l e g i s la ­

t i o n .  y/c c o n  a ls o  s e n d  a  s i g n a l  t o  o u r  
t r a d i n g  p a r t n e r s  t h a t  w h i l e  w e  b e l i e v e  
1 n  f r e e  t r a d e  h e r e  I n  t h e  U n i t e d  S t a t e s ,  
t r a d i t i o n a l l y  w c  h a v e  b e e n  fr e e - t r a d e r s  

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

p o r t  o t  t h e  U n i t e d  S t a t e s ,  a n d  w h i l e  
w e  b e l i e v e  I n  f r e e  t r a d e ,  w e  a ls o  b e ­
l i e v e  i n  f a i r  t r a d e .  W e  c a n  s e n d  a  
s i g n a l  t o  m a r k e t s  a r o u n d  t h e  w o r ld  
t l m t  w e  c a n  n n d  w e  w i l l  a d d r e s s  o u r  

t r a d e  d e f i c i t .  A n d  w e  c a n  a s s u r e  t h o  
w o r k i n g  m e n  a n d  w o m e n  o f  t h i s  c o u n ­
t r y  t h a t  w c  a r c  c o n c e r n e d  a b o u t  L h c lr  
in t e r e s t s ,  c o n c e r n e d  a h o u t  t h e i r  l i v e l i ­
h o o d ,  c o n c e r n e d  a b o u t  t h e i r  J o b s , a n d  
t h a t  w c  a r e  d o i n g  w h a t  w e  c o n  t o  l o o k  

o u t  f o r  t h e m .  .
A  v o t e  in  s u p p o r t  o f ' t h i s  t r a d e  b i l l  

w i l l  s e n d  t h a t  t y p e  o f  p o s i t i v e  m e s s a g e .  
I  u r g e  m y  c o l l e a g u e s  t o  s u p p o r t  t h i s  
c o n f e r e n c e  r e p o r t .  I  h o p e  t h a t  t h e  
P r e s id e n t ,  w i l l  p u t  a w a y  h i s  v e t o  p e n  
a n d  b a c k  t h e s e  c o n s t r u c t i v e  s t e p s  to  
m a k e  A m e r i c a  c o m p e t i t i v e  o n c e  a g a in .

M r .  P r e s i d e n t .  I  s u g g e s t  t h e  a b s e n c e  
o f  a  q u o r u m .

' T h e  P R E S I D I N G  O F F I C E R .  T h e  
c le r k  w i l l  c a l l  t h e  r o l l .

T h e  b i l l  c l e r k  p r o c e e d e d  t o  c a l l  t h e  

r o l l .

M r ,  S T E V E N S ,  M r ,  P r e s i d e n t ,  I  a s k  

U n a n im o u s  c o n s e n t  t h a t  t h e  o r d e r  f o r  
t h e  q u o r u m  c a l l  b e  r e s c in d e d .

T h e  P R E S I D I N G  O F F I C E R .  W i t h ­
o u t  o b j e c t i o n .  I t  la s o  o r d e r e d .

T h e  S e n a t o r  f r o m  A l a s k a  [ M r .  S t e ­
v e n s ] Is  r e c o g n i z e d .

M r .  S T E V E N S .  M r .  P r e s i d e n t .  I  
c o m o  f r o m  a  S t o t e  t h a t  h a s  a  v e r y  
s m a ll  p o p u l a t i o n  a n d  a  v e r y  l a r g e  a r e a .  
I  h a v e  a  m a p  o f  t h e  S t a t e  b a c k  h e r e ,  
a n d  I  w i l l  m o v e  b a c k  t o  t h e  m a p  t o  
m a k e  a  f e w  o b s e r v a t io n s .

M r .  P r e s i d e n t ,  m y  S t a t e  Is o n e - f i f t h  
t h e  s i z e  o f  t h e  e n t i r e  U n i t e d  S t a t e s .  
W e  a r e  n o w  t h e  la r g e s t  t d l -p r o d u c in g  
S t a t e  I n  t h e  c o u n t r y .  W e  a r e  p r o d u c ­
in g  a n d  s e n d in g  2 m i l l i o n  b a r r e l s  a  d a y  
o f  o i l  d o w n  t h e  t r a n s -A l a s k a  p ip e l i n e  

f r o m  P r u d h o e  B a y  t o  V a l d e z .

M o s t  p e o p l e  l o o k  a t  -m a p s  d e p l c l t i n g  
t h e  t r a n s - A l a s k a  p ip e l i n e  a n d  t h i n k  
t h a t  s in c e  i t  c r o s s e s  o n l y  o n e  S t a t e  

m u s t  b e  a  s h o r t  d i s ta n c e .  I t  Is  8 
m i le s .  I t  Is  t h e  s a m e  d i s t a n c e  os 
P r u d h o e  B a y  w e r e  D u l u t h  a n d  V a l d e z  

w e r e  N e w  O r l e a n s .
P e o p l e  d o  n o t  u n d e r s t a n d  o u r  S t a t e ,  

a n d  t h e y  q u i t e  o f t e n  t r e a t  o u r  S t a t e  
d i f f e r e n t l y  I n  F e d e r a l  l e g i s la t i o n ,

T h i s  l e g i s l a t i o n  d i s c r im in a t e s  

a g a in s t  m y  S t a t e .  I  h a v e  h a d  m y  s t a f f  
p r e p a r e  t h i s  s m a l l  m a p  o f  A l a s k a  t o  

t r y  t o  e x p l a i n  o u r  p r o b l e m  w i t h  t h i s  
b i l l

O u r  o i l  c o m e s  d o w n  f r o m  P r u d h o e  
B a y  a n d  g o e s  t o  V a l d e z .  W c  n o w  h a v e  
a  p r o p o s e d  r e f i n e r y  t h e r e  t o  r e f i n e  a  
p o r t i o n  o f  t h a t  o l L  P a r t  o f  t h e  o O  la  
a c t u a l l y  t a k e n  o u t  o f  t h e  p i p e l i n e  f o r  
t h e  M A P C O  a n d  P e t r o s  t a r  R e f l n o r i e s  
■n e a r  F a i r b a n k s ,  a n d  t h e  r e s id u e  o f  
t h e i r  o p e r a t i o n s  Is p u t  b o c k  i n t o  t h e

c r u d e  o i l .  W o  h a v e  a n o t h e r  r e f i n e r y .  

T c s o r o ,  a t  K e n o i .

H e r e  la a  B t a U i  o n e - f i f t h  t h e  S iz e  o f  
t h e  U n i t e d  S t a t e s ,  w i t h  t h o  l a r g e s t  

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

t i o n  o f  o i l  o n  t h e  N o r t h  A m e r i c a n  

C o n t i n e n t ,  a n d  t h e r e  Is  a  p r o v i s io n  in  
t h i s  b i l l  t h a t  s a y s  t h a t  o f  t h i s  2  m i l -  
l i o n -p lu s  b a r r e ls  o f  o i l  a  d a y  t h a t  

c o m e s  d o w n  t h i s  p i p e l i n e ,  n o t  m o r e  
t h a n  70,000 b a r r e ls  a  d a y  c o u ld  b e  e x ­
p o r t e d  a s  r e f i n e d  p r o d u c t s  f r o m  a n y  

n e w  r e f in e r y .  T h e  c a t c h  i n  t h a t  p r o v i ­

s io n  Is t h a t  t h a t  m e a n s  70 .000 b a r r e ls  
f r o m  a l l  n e w  r e f in e r i e s  t h a t  a r e  b u i l t  

l h  A l a s k a  f r o m  h o w  o n ,  11 . t i l l s  b i l l  b e ­

c o m e s  l a w .
S e c o n d ,  t h e r e  Is  a  p r o v i s io n  t h a t  s a y s  

t h a t  I f  t h e  f r e e  t r a d e  a g r e e m e n t  w i t h  

C a n a d a  b e c o m e s  e f f e c t i v e ,  m e  50 ,000  

b a r r e ls  a  d a y  t h a t  I t  w a s  a g r e e d  w e  
w o u ld  e x p o r t  t o  C a n a d a  f r o m  A l a s k a  
u n d e r  t h e  p r o p o s e d  F r e e  T r a d e  A g r e e ­
m e n t  w i l l  h a v e  t o  c le a r  t h r o u g h  a  p o r t  

I n  t h e  c o n t i g u o u s  48 S t a t e s ,  w h a t  w e  
c a l l  t h e  S o u t h  48. M r .  P r e s i d e n t ,  t h a t  

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

t h e  8 c n a l e  t o d a y .

I  w o u ld  l i k e  t h e  S e n a t e  t o  t h i n k  

a b o u t  m y  h o m e  S t a t e  o f  A l a s k a .  I f  a  

p e r s o n  w e r e  s t a n d in g  a t  T o k ,  o n  t h e  
C a n a d i a n  b o r d e r ,  a n d  f l e w  t o  A t t u ,  I t  
w o u l d  b e  t h e  s a m e  a s  f l y i n g  f r o m  B a l ­
t im o r e  t o  f l a n  F r a n c i s c o ;  o r . g o in g  
f r o m  A n c h o r a g e  t o  F a i r b a n k s  is  l i k e  

g o in g  f r o m  h e r e  to  C h i c a g o .
P e o p l e  d o  n o t  u n d e r s t a n d  A l a s k a ,  

a n d  t h e y  c o m e  u p  w i t h  t h e s e  a m e n d ­
m e n t s  t h a t  s o r t  o f  t r e a t  u s  a ;  t h o u g h  
w e  a r e  a  c o u n t y  o f  t h e  S t a t e  o f  W a s h ­

in g t o n ,
T h e  w h o l e  w e s t e r n  a n d  n o r t h e r n  

c o a s ta l  a r e a s  o f  A l a s k a  h a v e  g r e a t  p o ­
t e n t i a l  f o r  o i l  a n d  g a s . T h i s  p r o v i s io n  

w o u ld  p u t  I n t o  p e r m a n e n t  F e d e r a l  l a w  
a  p r o h ib i t i o n  t h a t  n o  m o r e  t h a n  70 ,000 

b a r r e ls  a  d a y  o f  r e f in e d  p r o d u c t s  c o u ld  
b e  e x p o r t e d  f r o m  p r o d u c t i o n  In  t h e s e  

a r e a s  o f  A l a s k a .  I t  Is  a c o n c e p t  w h i c h  I  
a m  u n a b le  to  a c c e p t ,  a n d  I  w a n t  t o  e x -  

w h y .

P r e s id e n t ,  I  t h i n k  t h a t  a n y  S e n -  

w h e n  h e  w a n t s  t o  p r o t e c t  h i s  

S t a t e ,  s h o u ld  f i r s t  t u r n  t o  t h e  C o n s t i ­
t u t i o n .  S o  l e t  m e  r e a d  t o  t h e  S e n a t e  

a r t i c l e  I ,  s e c t io n  9, c la u s e  6 o f  t h e  C o n ­

s t i t u t i o n .  I t  p r o v id e s ;

N o  pre/ar&Dc* sh e ll  b e  g ive n  b y  a n y  R e g u ­
la t io n  o f  Com nM irc* o r R e v e n u e  to  th e  P o r ts  
o f  on e  S ta te  o ve r  th o se  o f  a n o th e r : n o r  m a i l  
V e s se l*  b o u n d  to . o r  fro m , o n e  S U t *  be  
ob lig ed  to  en ter , d e e r ,  o r  p a y  D u t ie s  in  a n ­
o th er ,

I  t a k e  t h e  p o s i t i o n  t h a t  t h e  p r o v i ­
s io n s  In  th l9  b i l l  t h a t  a r e  k n o w n  a s  s e c ­
t i o n  2424 o r e  u n c o n s t i t u t i o n a l  a s  a p ­

p l i e d  t o  t h e  S t a t e  o f  A l a s k a .  T h o s e  a r e  
t h e  p r o v is io n s  t h a t  w o u l d  a m e n d  t h e  
M o n d O le  p r o v is io n  o f  t h e  A l a s k a  p i p e ­
l in e  a m e n d m e n t s  t o  t h e  R i g h t - o f - W a y  
A c t  w e  p a s s e d  In  t h e  S e n a t e  t o  a u t h o r -

n k  a m  m  

H |* a t o r .

p i p e l i n e  a n d  d e l i v e r e d  t o  t h e  s o u t h e r n  i z e  t h e  c o n s t r u c t i o n  o f  t h e  A l a s k a  .o i l  
t e r m in u s  a t  V a l d e z .  W e  a r e  n o t  e x p o r t -  p ip e l i n e ,  . . . . . .  i
ln g ,  i n  e f f e c t ,  t h e  i n c i d e n t a l  r e f i n e d  D u r i n g  t h e  l o n g  d e b a t a  , o n  t h e  
b y p r o d u o t s  o f  t h o s e  r e f in e r i e s  b e c a u s e  A l a s k a  o U  p lp a l i n *  w e  h a d  t o  a c u s p t  
t h e y  g o  d o w i i  w i t h  t h e  r e s t  o f  t h e  s o m o  r e s t r ic t io n s .  O r e  o f  t h e m  w o  d i d
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u n f o r t u n a t e l y  h a v e  t o  a c c e p t  w a s  t h e  

r w t r l o t l o n  t h a t  p r o v id e d  a  p r o h ib i t i o n  
r .g o ln a t  t h e  e x p o r t  o f  a n y  c r u d e  o i l  

t h a t  w a s  t r a n s p o r t e d  b y  t h e  p ip e l i n e  
t o  b e  b u i l t  a c r o s s  F e d e r a l  l a n d s  f r o m  
P n i d h o e  B a y  t o  v & i d e z .

T h a t  u n f o r t u n a t e l y  w a s  c o n s t i t u ­
t i o n a l  b e c a u s e  I t  w a s  a  c o n d i t io n  In  t h e  

g r a n t  o f  t h e  r i g h t  o f  w a y  a c r o s s  F e d e r ­
a l  l a n d s .  >

N o w  t h l a  p r o v i s io n  w o u ld  e x t e n d  t h e  

p r o h i b i t i o n  a g a in s t  e x p o r t  t o  r e f in e d  

p r o d u c t s ,  b u t  o n l y  t h o s e  f r o m  A la s k a ,
I  h a v e  In  m y  h a n d  a  r e p o r t  h e r e  t h a t  

w a s  p r e p a r e d  b y  t h e  E n e r g y  I n f o r m a ­

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

1087. I t  s e ta  f o r t h ' t h e  s i t u a t i o n  w i t h  

r e g a r d  t o  t h e  Is su e s  In  e x p o r t i n g  c r u d e  
o i l .

I  a s k  u n a n im o u s  c o n s e n t  t h a t  t h e  
f u l l  p o r t i o n  o f  t h i s  r e p o r t  b e  p r i n t e d  
in  t h e  R z c o iU )  a t  t h i s  p o in t .

T h e r e  b e in g  n o  o b je c t io n ,  t h e  m a t e ­
r ia l  w a s  o r d e r e d  t o  b e  p r i n t e d  In  t h e  
R t c o n s ,  a s  f o l lo w s :

U R .  T r w u T o n t ia

O f  th e  1H4.0U0 barre l*  p e r  d a y  o l  crude  o il 
w h ic h  w as  ih lp p e d  fro m  th e  50 S ta te s  and 
th e  D is tr ic t  o f  C o lu m b ia  in  1030, som e 
137,000 barre ls  per dBy w ere  rece ived  n t  re ­
fin e r ie s  In  U .S . t e r r i t o r ic s -U .S .  V ir g in  Is ­
lands. P u e r to  U lc o , and  th e  H a w a iia n  F o r ­
e ign  T r a d e  Z o n e . N e a r ly  n il o f  th e se  s h ip ­
m en ts  o r ig in a te d  In P e tro le u m  A d m in is tr a ­
tio n  fo r  D e fe n s e  D is tr ic t  V  ( F A D  D is tr ic t  
V ) . '*  p o r tr io u la r ly  In  A la s k a , T h is  p u t tc m  o f 
s h ip m e n ts  a n d  rece ip ts  .d e ve lo p ed  a fte r  
crude  o il p ro d u c tio n  on  th e  A l iu k a n  N o r th  
S lo p e  began  In  1077, I n  1089, re fin er ies  In 
th e  U .S . v i r g in  Is lands. P u e r to  R ic o , and  
H a w a iia n  F o r e g ln  T r a d e  Z o n e  reported  
a b o u t B p e rc e n t o f  o il A la s k a n  o il rece ip ts  
( T a b le  F E 5 > . P ro duc ts  r e f in e d  fro m  U R . -  
o r ig in  crude  o il m a y  be  e xp o r te d  to  a n y  fo r ­
e ign  c o u n tr y  h r  ch ip p ed  to  th e  U n i te d  
S ta te s . H o w e v e r , fo r  th e  m ost p a r t, th e  r e ­
f in e d  o il Is s h ip p e d  to  U .S . m a rk e ts . A lm o s t  
a ll o f th e  c ru de  o il * e n t  to  th e  V ir g in  Is lands  
is r e lu m e d  to  th e  50 S ta te s  and  D is tr ic t  o t 
C o lu m b ia  a t re fin ed  p ro duc t. T h e  to ta l 
a m o u n t o f  r e fin e d  p ro duc ts  Im p o r te d  from  
th e  V ir g in  W a n d s  exceeds th e  v o lu m e  o f  
U .S . c ru d e  OU ch ip ped  th e re . L ikew ise , 
P u e r to  R tc o  re fin e r ie s  a lso p ro v id e  la rger  
vo lu m es  o f  r e f in e d  p ro duc ts  to  U .S .  m a rk e t*  
th a n  th e y  re ce ive  a* c ru de  oil,

T h e  r e f in e r ;  In  th e  U .S . V ir g in  Is la n d *  
h a t  re ce ived  th e  la rg e s t v o lu m e  o f  U R . -  
o r ig in  cru de  oU In  each  y e a r  o f  th eac  sh ip ­
m en ts . In  r e c e n t years , th e  aeeond la rges t 
vo lu m e  w as  re ce ived  b y  th e  r e f in e r y  In  th e  
H a w a iia n  F o r e ig n  T r a d e  Z o n e , a lth o u g h  
P u e r to  R ic a n  re fin e r ie s  to g e th e r  h a d  r « - • 
c e lved  m o re  u n t i l  1084. I n  1887, because  th a  
tr e a tm e n t  o f  th o  H a w a iia n  F o re ig n  T r a d e  
Z o n e  w as ch an g ed . P u e r to  R 'c o  1* e xp ec ted  
to  be  t h e  s e co n d -ra n k in g  e x p o r t  d es tin a tio n .

T h e  A la a k n n  N o r th  S lo p e  o il com es to  te r ­
m in a ls  in  V a ld e a , A la sk a , a t  th e  e n d  o l  th e  
T r a n s -A la s k a  P ip e lin e  fo r  lo a d in g  In to  ta n k ­
ers. E x c e p t  fo r  th e  oU  b e in g  sh ip p e d  to  th e  
U R .  V ir g in  Is la n d s , a ll o t  th e  o il Is tra n s ­
p o r te d  In  U jB. f la g  vessels. I f  th e  d e s tin a tio n  
Is b e y o n d  P A D  D is tr ic t  V  o r t h *  H a w a iia n  
F o r e ig n  T r a d e  Z o n e , t h e  OU tn U R .  tank ers  
tra ve ls  to  P a n a m a  fo r  s h ip m e n t across th e  
Is th m u s  In  th e  T r a n s -P a n a m a  P lp e l ln t  o r 

■ th ro u g h  -th e  P a n a m a  C a n a l ,  B e fo re  th e  
p ip e lin e  o p e n e d  In  1883, a ll  o U  w a s  'tran s ­
ferred  to  vesse l*  sm a ll en o u gh  to  tr a v e l th e  
P an a m a  C a n a l  O n  th e  C a r ib b e a n  side o f  
th e  Is th m u s , th e  o il is tran s fe rred  to  o th e r

U R ,  f la g  vessels to  tr a v e l  on  to  P u e r to  R ic o  
o r  p orts  In  th e  m a in lan d .

T h e  oU be ing  ih lp p e d  to  th e  V ir g in  Is ­
lands  Is a llow ed  to  m o ve  In  la rg e r  fo re ign  
f la g  tanker*. T h o s e  tank er?  tr a v e l  fro m  
Va ld es , A la sk a  a ro u n d  th e  t ip  o f  B o u th  
A m e r ic a  (o ver  tw ic e  th e  d la U n o e  b y  w a y  o f  
P a n a m a ) b u t  ore ab le  to  m ake  th e  longer  
tr ip  a t  oo m p cU tlvc  costs.

COOX IMLCT O IL

I n  N o v e m b e r  1885, th e  S e c re ta r y  o f  C o m ­
m erce  m ade  th e  f in d in g  th a t  crude  oU  p ro ­
duced  from  th e  S ta te  su bm erged  w a te rs  o f 
A la s k a ’s C o o k  in lo t  co u ld  b e  e x p o r te d  to  
a n y  co u n tr y . 81nce th is  d e te rm in a tio n , sev ­
e ra l e xp o r t licenses h a v e  b een  aw arded . In  
F e b ru a r y  1887, th e  f ir s t  e x p o r t  u n d e r  these 
licenses occurred—  a  s h ip m e n t to  K o re a .

C o o k  In le t  fie ld s  are  S o u th  A le c k s  fie lds 
lo ca ted  to  th e  w e s t O f V a ld e z . T h e y  do  n o t 
uae th e  T ra n ft-A lo ak a  P ip e lin e  to  tran sp o rt 
crude  o li. Borne o f  t h e  f ie ld s  a re  subm erged  
a n d  h a ve  g a th e r in g  lin es  t h a t  com e ashore 
a t  d i f fe r e n t  po in ts  on  th e  w a y  to  te rm in a ls  
w h e r e  load ing  to  ta n k e rs  w il l  occur. O n ly  
p a n  o f C o o k  In le t  p ro d u c tio n  Is e lig ib le  fo r  
e x p o r t  because som e or I t  uses F e d e ra l 
r ig h t -o f -w a y s  to  reach  a  load in g  te rm in a l, 
T h e  fie ld s  w ld c h  w ore  e lig ib le  fo r  licenses 
p ro duced  ab o u t 80,000-33,000 ba rre ls  per 
d a y  d u ring  1806. T h e  S ta te  o f  A la s k a  re­
ce ives  12.fi p e rcen t o f  t i l ls  p ro d u c tio n  In  ro y , 
a llies . T h e  B ta te  has co n tra c ted  to  se ll th is  
r o y a l t y  o t t -a b o u t  3,000-4,000 ba rre ls  per 
d a y .

T h e  s ign ificance  o f  th is  e x p o r t  f in d in g  d e ­
p ends  u po n  th e  decis ions o f  th e  C o o k  In le t  
o w ners  a n d  th e  q u a n t it y  p ro duced  b y  the  
fie ld s  In th e  fu tu re , T h e  p ro d u c tio n  o f  C o o k  
I n le t  (n o t Ju s t th e  fie ld s  e lig ib le  fo r  e x p o r t)  
is p ro jec ted  to  d ec lin e  a b o u t 30 p e rcen t 
fr o m  1885 le ve ls  b y  1982 u n d e r  assum ptions 
o f  w o r ld  oil prices re a c h in g  o r  e xc eed in g  *20 
p e r  ba rre l b e tw een  1686 a n d  1892. I f  crude 
o il prices rem a ined  b e lo w  *15 p e r  ba rre l, th e  
p ro d uc tio n  cou ld  fa l l  70 p e rc en t b y  1983. 

is s u e s  i n  x x r o x n x c  c r u d e  o i l

T h e  res tric tions  on  c ru de  o il e xp o r ts  h a ve  
th e  grea tes t cu rren t a n d  fu tu re  e ffe c ts  on 
P A D  D is tr ic t V  bccauce  o f  th e  v o lu m e  and  
lo ca tio n  o f A Jo sko n  a n d  C a lifo rn ia  p ro d u c ­
t io n . T o g e th e r , th e se  8 ta te s  p roduce  m ore  
c ru de  oil, e sp ec ia lly  h e a v y  crude  ol), th a n  
P A D  D is tr ic t  V  ta n  co nsu m e . T h e  d is tr ic t Is 
e xp e c te d  to  h a ve  t i l ls  su rp lu s  u n t i l  th e  m id - 
1890‘s. A s  a resu lt, g ro ups  in  b o th  S ta te s  
h a v e  pus! « d  fo r  ch anges  In  crude  oU e x p o r t  
p o lic y . O ' her responses h a v e  In c lu ded  d e v e l ­
o p in g  w a ys  to  tra n sp o r t th e  cru de  oU to  r e ­
f in e r ie s  ou ts ide  th e  d is tr ic t  e x p o r t in g  r e ­
f in e d  p roduc ts  In s tead  o f  th e  raw  m a ter ia l.

A  m a jo r  In ve s tm e n t has been  m a d e  to  
tran sp o rt crude  o il fr o m  P A D  D is tr ic t  V  to  
m ark e ts  e lsew h ere  In  U R ,  te r r ito r y . A s  d is ­
cussed earlier, th ro u g h  1986 th e  one  m e th o d  
o f  tran spo rtin g  A la s k a n  a n d  C a lifo rn ia n  
c ru de  oils to  o th o r  m a rk e ts  w as  w a te r  sh ip ­
m e n t  M o s t  A la s k a n  o U  was tran sp o r te d  In  
U R .  f la g  vessels b y  w a y  o f  P a n a m a  ( e x c e p t , 
th o  crude  oQ go ing  to  th e  V ir g in  Is lands). 
A b o u t  60 p e rcen t o f  U R .  f la g  sh ip p in g  to n ­
n ag e  has  been  used h i th is  tran s fer , T h e  
T ra n s -P a n a m a  p ip e lin e , w i t h  a verage  m a x i ­
m u m  cap ac ity  o f 800,000 barre ls  p e r  da y , 
w as  b u il t  fo r  th is  purpose . H o w e ve r , a  n e w  
p ip e lin e  o f  800,000 barre ls  p e r  d a y  ca p a c ity , 
fr o m  S a n ta  B arbara , C a li fo r n ia  to  M id la n d ,  
T e x a s , is sch ed u led  to  b eg in  opera tion s  in  
1st* 1887. T h e  C e le ro n  l in e  w i l l  be  80 p e r - 
o en t h ea ted , w h ic h  m o k es  I t  a b le  t o  h a n d le  . 
h o a v y  otls fr o m  C a l i fo r n ia

T h e s e  tr a n s fe n  h a ve  g iv e n  F A D  D is t r ic t  V  
Oils a  p lace in  th e  d om es tic  crude oU  
d em a n d  o f  m oa t d is tr ic ts . A n  In d ic a tio n  o f  
th is  >u lu  U p ro v id e d  b y  d a ta  th s  E I A  h a s  
c o lle c te d  s lnoe 1881 a b o u t rece ip ts  o t  A la s ­
k a n  e ru d *  a t re fin eries . T h s  E T A  b egan  p u b ­

lish ing  th e se  d a ta  In  1086, T a b le  F e s  sh o w s  
th e  w id e  d is tr ib u tio n  o f  A l s k a n  o il In  th e  
last 6 y s a r a  T h e  g rea te e t v o lu m e , OS e x p e c t ­
ed, w as r s c t lv e d  b y  P A D  D l i t l r c t  V  r e f in e r ­
ies. B e tw e e n  o n e -h a l l  a n d  tw o -t l i lr d a  o f  to ta l  
rece ip ts In  e a ch  y ea r  v m  re p o r te d  th e re . 
T h e  G u l f  C o a s t  and  is la n d  r e fin e r ie s  r e ­
ce ived  t h e  n e x t  In g e s t  v o lu m e s . O v e r  t h e  fl 
yearn, A la s k a n  crude  o il a c c o u n te d  fo r  a b o u t 
44 p e rc en t o f  a ll  crude  o i l  re ce ip ts  on  th e  
W e s t  C o a s t, a n d  a b o u t 25 p e rc e n t In  th e  t e r ­
ritories  b u t  less th a n  9 p e r c e n t  In  o th e r  d is ­
tricts,

B ecause b e tw e e n  62 a n d  07 p e rc e n t o f  
A la s k a n  o il h a s  b een  re ce iv e d  fo r  p rocess ing  
a t  W e s t  C o a s t  re fin e r ie s , th e s e  re fin e r ie s  
have  Increased  th e ir  p ro d u c t  e xp o r ts . T h e y  
n ow  e x p o r t  a h ig h e r  p e rc en ta g e  o f  th e ir  
o u tp u t th a n  th e  re fin e r ie s  In  o th e r  d is tr ic ts . 
W e e t  C o a s t re fln er io s  e x p o r te d  o ve r  10 p e r ­
c e n t o f  th e ir  o u tp u t  In  1080, T h o  e x p o r t  
g ro w th  h a s  b een  g rea te s t In  th e  h e a v y  p ro d ­
ucts because  d em a n d  fo r  th e se  Is l im ite d  In  
P A D  D is tr ic t  V  and  th e  o ru de  o il w a l la b le  
y ie lds  r e la t iv e ly  h ig h  p e rc en ta g es  o f  h e a v y  
products. T h e  h ig h e s t p ro p o r t io n  o f  e xp o r ts  
fo r  a n y  o th e r  d is tr ic t, th e  Q u ir  C o a s t, w as  4 
percent,

A n o th e r  e f fe c t  In  P A D  D is t r ic t  V ,  In  t h e  
op in io n  o f  C a lifo rn ia  p ro ducers , ha s  b e e n  a 
low er price  fo r  th e  a rea 's  c ru d e  o il th a n  th e  
q u a lity  O f th e  oU w a rra n ts . C a li fo r n ia  p r o ­
ducers argue th a t  th e y  a re  c a u g h t  b e tw e e n  
o n  e x p o r t  bon  a n d  d i f f ic u l t  a n d  c o s tly  d o ­
m estic s h ip p in g  req u irem en ts . W h e n  A la s ­
k an  oil w as  added  to  th e  s u p p ly ,  th e  r e s u lt  
w as a  " g l u t "  a n d  lo w e r  p rices . T h e s e  p r ices  
d iscourage prospects  o f  fu r th e r  lo ca l d e v e l ­
op m en t o r  en h a n ced  re co ve ry .

T h e  Idea  o f  a llo w in g  g re a te r  v o lu m es  o f  
crude oU e x p o r ts  h a )  b e en  s tu d ie d  a n d  d e ­
ba ted  o f te n  because o f th e  a f fe c t  o n  va r io u s  
parties. T h e  E ta tc s  o f A la s k a  a n d  C a li fo r n ia  
n o w  re ce ive  r o y a l t y  o il o r  ta x e s  w h ic h  th e y  
w o u ld  h o pe  to  see Increase in  v a lu e  I f  th e  o il 
cou ld  be  e xp o r te d . O U ie r  p a r t ie s  th a t  w o u ld  
b e n e fit  f r o m  h ig h e r  v a lu e s  In c lu d e  th e  
owner? a n d  opera to rs  o f  t h e  p ro d u c in g  
leases tn  A la s k a  a n d  C a li fo r n ia . P a r t ie s  w h o  
W ould b e  a d ve rs e ly  a f fe c te d  In c lu d e  th e  o p ­
erators o f  th o  T r a n s -P a n a m a  an d  C e le r o n  
p ip e lin e , ow n er?  an d  e m p lo y e e s  o f  J o n e s  A c t  
U .S . f la g  vessels, and  W e s t  C o a s t  r e fin e r ie s  
because t h e y  h a ve  m ade In v e s tm e n ts  o n  th e  
assum p tion  th a t  e xp o r ts  w o u ld  n o t  bn a l ­
low ed . T h e  U .B . D e p a r tm e n t  o f D e fe n s e  
b ene fits  because  th e  ta n k e r  f le e t ,  w h ic h  
w o u ld  be n eed ed  d u rin g  w a r  o r  o th e r  s u p p ly  
Crisis, U  m a in ta in e d  w i th o u t  D o fe n se  D e ­
p a r tm e n t su p p o r t. S o m e  o f  th e  p a r tie s  a re  
In vo lved  in  m o re  th a n  one  w a y  a n d  th e ir  In ­
terests are co rrsp o n d ln g ly  co m p lic a te d .
- A l l  U R .  consum ers are a f fe c te d  to  eom o 
e x te n t  bocause o f  th s  e f fe c t  on  U .S . o i l 
Im p o r t d ep en d en c y . A t  (t t im e  w h e n  U R .  
Im p o r t d e p en d e n c y  is c l im b in g  a n d  1b p ro ­
je c ted  to  pose p re v io u s  le ve ls , th e  p ro sp e c t 
o f  trad in g  ftw s y  U R .  O il co n cern s  Rom e 
p eop ls . O th e r s  a rc  co n ce rn ed  t h a t  th e  
e xp o r t b a h  M id  th e  d if f ic u lt ie s  a n d  oosts o f  
U R .  in te rd is tr ic t tr a n s p o r t  re s tr ic ts  th e  
m a rk e t fo r  th e se  orude o ils  a n d  depresses 
th e ir  prices, W i t h  a  lo w e r  p r ice , th o  r e tu rn  
to  p roducers  d iscou rses*  th s ra  fr o m  In v e s t ­
in g  In  fu r th e r  crude  o il p ro d u c t io n  a n d  e x ­
p lo ra tio n . .T i l ls  w o u ld  a lso  c o n tr ib u te  t o  
graa tar U R .  o il Im p o r t d e p e n d e n c y . •

T h e  e ffe c t?  o f  th s  dec is io n  to  e x p o r t  c ru d e  
■ oU w o u ld  rea ch  b e y o n d  U R .  b o rders . P o te n ­
t ia l cu s tom ers  In c lu de  J a p a n  a n d  o th o r  P a ­
c ific  co u n tr is s . P o te n t ia l  -co m pe tito rs  
(M ex ico , In don es ia , t h e  P a rs la n  d u l l  
S ta te s )  w h o  n o w  s u p p ly  t h e  c ru d e  o il 

- d em and  o f  th ese  co u n tr ie s  w o u ld  a lso  bo  In ­
te res ted . B eca u se  th e  ’g o v e rn m e n t  o f  
P an a m a  Is a  p a r t  o w n e r  o f  th s  T r a n s -  

. P a n a m a  p ip e lin e , P a n a m a ’s n a t io n a l  b u d g e t
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11 A A C  83.153. C O N F ID E N T IA L  REPORTS.
(a) If the commissioner finds that reports or 
information required under AS 31.05.035(a) 
contain significant information relating to the 
valuation of unlcased land within a three-mil 
radius o f the well from which these reports o. 
information were obtained, the commissioner 
will, upon the written request o f the owner of 
the well, keep the reports or information confi­
dential for a reasonable time not to exceed 90 
days after disposal o f the unleased land, unless 
the owner of the well gives written permission to 
release the reports and information at an earlier 
date. The commissioner will, in his or her dis­
cretion, extend confidentiality to reports or 
information required under AS  31.05.035 from 
a well located more than three miles from any 
unleased land if the owner of the well from 
which these reports or information are derived 
makes a sufficient showing that the reports or 
information contain significant information re­
lating to the valuation of unleased land beyond 
the three-mile radius.

(b) Reports or information for which ex­
tended confidentiality is requested or has been 
granted under AS 31.05.035 will not be eligible 
for extended confidentiality when

(1) the lease on which the well is drilled 
has expired; or

(2) the unleased land within a three-mile 
radius o f the well from which the reports or in­
formation are obtained is offered in a com­
petitive lease sale, but receives no bids greater 
than or equal to any minimum bid established 
for that sale.

(c) As used in this section, “mile” means a 
statute mile or 5,280 feet.

(d) As used in (his section, “disposal” means 
the grant or issuance o f an oil and gas lease. (Eff. 
3/30/84, Reg. 89)

Authority: AS 31.05.035(c) 
AS  38.05.020 
AS  38.05.180

I I  A A C  83.155. D AM AG ES . Each lessee or 
permittee is required to pay any damage that 
becomes payable under AS 38.05.130 and shall 
indemnify Alaska and hold it harmless from and 
against any claims, demands, liabilities and

expenses arising from or in connection with the 
damage. (Eff. 9/5/74, Reg. 5 I )

Authority: AS  38.05.020 
AS 38.05.130 
AS  38.05.145(a)

11 A A C  83.158. PLAN  O F  O P ER AT IO NS , (a) 
Except as provided in (b) o f this section, a plan 
of operations for all or part of the leased area 
must be approved by the commissioner before 
any operations may be undertaken on the leased 
area if

(1) the state owns all or part of the surface 
estate o f the leased area;

(2) the lease reserves a net profit share to the 
state; or

(3) the state owns all or part o f the mineral 
estate, but the entire surface estate is owned by 
a party other than the state, and a surface owner 
requests that a plan of operations be required by 
the commissioner for the portion o f the leased 
area owned by that surface owner.

(b) A  lease plan of operations is not required 
for

(1) activities that would not require a land 
use permit under this title:or

(2) operations undertaken under an approved 
unit plan of operations in accordance with this 
title.

(c) Before undertaking operations on the 
leased area, the lessee shall provide for full pay­
ment o f all damages sustained by the owner of 
the surface estate as well as by the surface 
owner’s lessees and permittees, by reason of 
entering the land. If the surface estate is owned 
by a party other than the state, the lessee shall 
also notify the surface owner o f his opportunity 
to request that the commissioner require a plan 
o f operations before allowing operations to be 
undertaken on the portion o f the leased area 
owned by the requesting surface owner.

(d) An  application for approval of a plan of 
operations must contain sufficient information, 
based on data reasonably available at the time
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§ 31.05.035 A l a s k a  S t a t u t e s § 31.05.035

(1) the drilling, producing and plugging of wells;
(2) the shooting and chemical treatment of wells;
(3) the spacing of wells;
(4) the disposal of salt water, nonpotable water and oil field wastes;
(5) the contamination or v/aste of underground water;
(6) the quantity and rate of the production of oil and gas from a well 

or property; this authority shall also apply to a well or property in a 
voluntary cooperative or unit plan of development or operation 
entered into in accordance with AS 38.05.180(p).

(f) The commission may classify wells as oil or gas wells for 
purposes material to the interpretation or enforcement of this chapter.

(g) When the commission finds sufficient likelihood of an 
unexpected encounter of oil, gas, or other hazardous substance as a 
result of well drilling in an area of the state, the commission may, by 
regulation, designate the area and specify a depth in the area as one 
in which wells or any boring into the soil in excess of the specified 
depth but not otherwise subject to this chapter are subject to the 
regulations and requirements adopted under this section. The desig­
nation of an area or specification of a depth under this subsection does 
not constitute a certification that no hazardous substance will be 
encountered in another area or at a lesser depth, and the state is not 
liable for any damages arising from such an unexpected encounter of a 
hazardous substance.

(h) The commission may take all actions necessary to allow the 
state to acquire primary enforcement responsibility under 42 U.S.C. 
300h-4 'Safe Drinking Water Act of 1974, as amended, 42 U.S.C. 
300f-300j!, for the control of underground injection related to the 
recovery and production of oil and natural gas. (§ 4 ch 40 SLA  1955; 
am § 2 ch 75 SLA  1960; am § 1 ch 209 SLA  1970: am § 1 ch 87 SLA  
1977; am §§ 1, 2 ch 160 SLA  1978; am § 1 ch 91 SLA  1984)

Effect o f am endm en ts .  —  The 1984 
amendment added' subsection ihi.

Sec. 31.05.035. Confidential reports, (a) For all wells for which a 
permit to drill has been issued by the commission since January 3, 
1959, the commission may require:
J l )  the making and filing of reports, well logs, drilling logs, electric 

logs, lithologic logs, directional surveys, and all other subsurface 
information on a well drilled for oil or gas, or for the discovery of oil or 
gas, or for geologic information: and

(2) the filing of flow test information and all logs, except experi­
mental logs and velocity surveys run on a well and not required by (1) 
of this subsection:

A -10



(3) the operator to make available for copying the digitized log 
information, if it is available, on any log required to be filed under (1) 
or (2) of this subsection.

(b) Reports and information required under (a)(1) and (2) of this 
section shall be filed within 30 days after the completion, abandon­
ment, or suspension of a well. However, under (a)(1) of this section, 

j tho commission may not require the making of a log on a well
completed, abandoned or suspended before June 19, 1970.

<c) The reports and information required in (a) of this section shall 
be kept confidential for 24 months following the 30-day filing period 
unless the owner of the well give3 written permission to release the 
reports and information at an earlier date. If the commissioner of 

I natural resources finds that the required reports and information
contain significant information relating to the valuation of unleased 
land in the same vicinity, the commissioner shall keep the reports and 
information confidential for a reasonable time after the disposition of 
all affected unleased land, unless the owner of the well gives written 
permission to release the reports and information at an earlier date. 
Well location, depth, status and production data and production 

j reports required by the commission to be filed subsequent to the 30-
day filing period shall be considered public information and shall not 
be classified confidential. Production data, as used in this subsection, 
means volume, gravity and gas-oil ratio of all production of oil or gas 
after the well begins regular production.

(d) Engineering, geological, and other information not required by 
(a) of this section but voluntarily filed with the commission shall be 
kept confidential if the person filing the information so requests.

(e) Notwithstanding (c) of this section, claims of confidentiality will 
be denied for information disclosed to the commission under AS 
31.05.030(h) that is required to be disclosed under 42 U.S.C. 300h-4. 
(§ 2 ch 209 SLA  1970; am §§ 3 —  6 ch 160 SLA  1978: am § 86 ch 6 
SLA  1984; am § 2 ch 91 SLA  1984)

Effect o f  a m e n d m e r ‘3. —  The first sioner" for ''he'' near the middle of the
1984 amendment, in the second sentence sentence.
in subsection (cl. inserted “of natural The second 1984 amendment added
resources'' and substituted "the commis- subsection lei.

NOTES TO DECISIONS

Cited in Hammond v. North Slope 
Borough, Sup. Ct. Op No 2199'Kile Nos. 
5550. 5558). 645 P.2d 750119S2>.
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PROPOSED ANWR LAND EXCHANGES:

The Depa r tmen t o f  th e I n t e r i o r ' s  p roposed ANWR l a n d exchange w i t h  A la s k a 
N a t i v e  c o r p o r a t i o n s  has been a m a jo r c o n c e r n o f  t h e  Depa r tm en t o f  N a t u r a l 
Resou r ce s . I n t e r i o r  has ag reed t e n t a t i v e l y  t o  convey 166 ,000 a c r e s o f  
s u b s u r f a c e  r i g h t s  w i t h i n  t h e c o a s t a l p l a i n  o f  ANWR t o  s i x  N a t i v e  g roups 
( c om p r i s e d o f  a number o f  r e g i o n a l and v i l l a g e  c o r p o r a t i o n s )  i n  exchange f o r  
t h e s u r f a c e  e s t a t e  o f  891 ,0 00 a c r e s o f  N a t i v e  i n h o l d i n g s  w i t h i n  o t h e r  A la s k a n 
w i l d l i f e  r e f u g e s .  The s t a t e  has opposed t h e s e  l a n d exchanges because t h e y :
( 1 ) a r e h i g h l y  c o n t r o v e r s i a l  and p r em a t u r e , d i v e r t i n g  a t t e n t i o n  f r om t h e  
c e n t r a l  i s s u e  o f  open in g ANWR, ( 2 ) l i m i t  equa l access t o  h i g h l y  p r o s p e c t i v e  
o i l  and gas r e s o u r c e s by s u b s t i t u t i n g  a p r o c e s s t h a t  i g n o r e s  t h e  t r a d i t i o n a l ,  
open c o m p e t i t i v e  b i d d i n g  sys tem , and (3 ) t r a n s f e r  t h e chance f o r  p o t e n t i a l  
w i n d f a l l s  t o  a s e l e c t  few p r i v a t e  i n t e r e s t s  a t  t h e expense o f  t h e p u b l i c .
Based on t h e i n t e r p r e t a t i o n  o f  s e i s m i c  d a t a ,  t h e  d e p a r tm e n t c o n c l u d e d t h a t  t h e 
N a t i v e  c o r p o r a t i o n s ,  i n  p a r t n e r s h i p  w i t h  m a j o r  o i l  com pan ie s , had s e l e c t e d  
many o f  t h e h i g h p o t e n t i a l  t r a c t s  i n  t h e ANWR c o a s t a l p l a i n ,  each b e i n g o v e r a 
p o t e n t i a l  t r a p  i n  wh i c h o i l  and gas c o u l d  a c c um u l a t e .

These p roposed exchanges have been c r i t i c i z e d  by a number o f  r a n k i n g  members 
o f  Cong re ss . A t  t h e i r  r e q u e s t ,  t h e  Gene ra l A c c o u n t i n g  O f f i c e  (GAO) co n du c te d 
an i n v e s t i g a t i o n  o f  t h e exchanges . The GAO's f i n a l  r e p o r t  recommends t h a t  t h e 
S e c r e t a r y  o f  t h e  I n t e r i o r  d i s c o n t i n u e  c o n s i d e r a t i o n  o f  th e exchanges . I t  
f u r t h e r  recommended t h a t  i f  t h e S e c r e t a r y  d e c i d e s t o  p ro ceed w i t h  t h e p roposed 
exchanges Congress s h o u l d  d i s a p p r o v e  them . P r i o r  t o  t h e  GAO's r e p o r t ,  t h e  
f e d e r a l  O f f i c e  o f  Management and B udge t , i n  a "B udge t Pass Back " documen t , 
s t r o n g l y  c r i t i c i z e d  DO I ' s exchange i n i t i a t i v e ,  s t a t i n g  i t  was i n c o n s i s t e n t  
w i t h  p r e s i d e n t i a l  p o l i c y .  The document d i r e c t e d  DOI t o  cease a l l  a c t i o n s  
c o n c e r n i n g  t h e exchanges and t o  d e v e l o p a s t r a t e g y  ne c e s s a r y t o  back o u t  o f  
t h e p r o p o s a l a l t o g e t h e r .  D e s p i t e  t h e s e ,  and o t h e r  s t r o n g  o p p o s i t i o n s  t o  th e 
exchanges , DOI has p ro ceeded w i t h  them , i n  Sep tembe r i s s u i n g  a d r a f t  
L e g i s l a t i v e  En v i r o nm en t a l Im p a c t S t a t em e n t (LE IS ) on t h e l a n d s t o  be 
exchanged , and s o l i c i t i n g  p u b l i c  comments on t h e p r o p o s a l .  In m id -Decembe r , 
DOI i s s u e d t h e f i n a l  LEIS i n  wh i c h i s  recommended t h a t  t h e S e c r e t a r y  o f  t h e 
I n t e r i o r  s i g n  t h e exchange c o n t r a c t s  and s u bm i t  them t o  Congress f o r  a p p r o v a l .

Fo rmer I n t e r i o r  S e c r e t a r y  Hodel recommended on h i s  f i n a l  day i n  o f f i c e  t h a t  
t h e p ropo sed exchanges u l t i m a t e l y  be a p p r o v e d by Cong re s s . Howeve r , i n  h i s  
c o n f i r m a t i o n  h e a r i n g s  on T h u r s d a y , J a n u a r y 2 6 , 1989 , S e c r e t a r y  o f  t h e I n t e r i o r  
d e s i g n a t e  Manuel L u j a n i n d i c a t e d  t h a t  l f . . . I  am n o t r e a l l y  i n c l i n e d  t o  move 
ahead on th o s e t r a d e s . . . I t  i s  in c um ben t on me t o  :>ay t h a t  so t h a t  t h o s e who 
a re s p end in g l o t s  o f  money d o n ' t  g e t  t h e i r  hopes u p . "  Mr. L u j a n ' s  p o s i t i o n  on 
th e l a n d  exchanges was exp r e s s e d f o l l o w i n g  q u e s t i o n i n g  by Se n a t o r B e n n e t t 
J o h n s t o n . Cha i rman o f  t h e Sena te Ene rgy Comm i t t e e , who had r e i t e r a t e d  h i s  
s t r o n g  o p p o s i t i o n  t o  t h e p roposed exchanges and once ag a i n e xp r e s s e d h i s



o p i n i o n  t h a t  h i s  comm i t t e e wou ld ne v e r pass o u t any o pen in g l e g i s l a t i o n  wh i c h 
p r o v i d e d  f o r  exchanges .

POTENTIAL ANS EXPORT TO CANADA:

L e g i s l a t i o n  im p l em e n t i n g th e U n i t e d S ta te s -C anada F re e - T r a d e Agreemen t o f  1988 
p r o v i d e s  t h e f i r s t  o p p o r t u n i t y  f o r  e x p o r t  o f  A l a s k a ' s  No r t h S lope c ru d e o i l .  
S e c t i o n  305 ( a ) o f  t h e im p l em e n t i n g a c t  amends s e c t i o n  7 ( d ) o f  t h e E x p o r t 
A d m i n i s t r a t i o n  A c t o f  1979 t o  a l l o w  t h e e x p o r t  t o  Canada o f  a maximum o f
50 ,000 b a r r e l s  pe r day (on an annua l ave rage b a s i s )  o f  ANS c ru d e o i l .  U n t i l
now, a l l  ANS o i l  has been p r o h i b i t e d  f r om e x p o r t  by v i r t u e  o f  h a v i n g been 
t r a n s m i t t e d  by p i p e l i n e  o v e r a r i g h t - o f - w a y  g r a n t e d  p u r s u a n t  t o  the 
T r a n s - A l a s k a  P i p e l i n e  A u t h o r i z a t i o n  A c t (43 U .S .C . 1 6 5 2 ) .

However , unde r t h e p r o v i s i o n s  o f  t h e new la w , any o i l  e x p o r t e d  t o  Canada mus t 
be t r a n s p o r t e d  by v e s s e l s  documen ted f o r  t h e U n i t e d  S t a t e s  c o a s tw i s e  t r a d e  
unde r t h e te rms o f  46 U .S .C . 12106 . T h i s  p r o v i s i o n  e f f e c t i v e l y  r e q u i r e s  t h a t  
ANS c r u d e o i l  c o n t i n u e  t o  be t r a n s p o r t e d  v i a  "Jones A c t "  v e s s e l s ,  and t h u s  
d im i n i s h e s  any p o t e n t i a l  revenue i n c r e a s e s  wh ic h t h e  s t a t e  o r  o t h e r s  may 
r e a l i z e  f r om e x p o r t s .

On Ja n u a r y 17 , .1989, th e U. S. Depa r tm en t o f  Commerce i s s u e d  i n t e r i m
r e g u l a t i o n s  i n  t h e Fede ra l R e g i s t e r  wh i c h amend t h e  s h o r t  s u p p l y  c o n t r o l s  o f
t h e E x p o r t  A d m i n i s t r a t i o n  R e g u l a t i o n s  t o a l l o w  t h e  l i m i t e d  e x p o r t s  t o  Canada 
pend ing t h e  a d o p t i o n  o f  f i n a l  r e g u l a t i o n s .  Howeve r , t h e i n t e r i m  r e g u l a t i o n s  
c o n t a i n  s e v e r a l p r o v i s i o n s  wh ic h wou ld make any e x p o r t  s a l e  o f  A la s k a r o y a l t y  
o i l  d i f f i c u l t  t o  im p lem en t . The d i v i s i o n  and t h e  Depa r tm en t o f  Law a re 
r e v i e w i n g  t h e i n t e r i m  r e g u l a t i o n s ,  and w i l l  be s u b m i t t i n g  recommended 
r e v i s i o n s  wh ic h w ou ld f a c i l i t a t e  s a l e s  o f  r o y a l t y  o i l  f o r  e x p o r t  t o  Canada.

WEST SAK SANDS PILOT PROJECT:

ARC0 A l a s k a ,  I n c .  has s t a r t e d  t h e p e r m i t t i n g  p r o c e s s t o  b e g i n  a n o t h e r p i l o t  
p r o d u c t i o n  t e s t  o f  t h e West Sak sands i n  t h e Kupa ruk R i v e r  U n i t  A rea . The 
a rea p roposed f o r  t h e second p i l o t  t e s t  o f  th e West Sak i s  l o c a t e d  ab o u t two 
m i l e s  n o r t h  o f  t h e  p r e v i o u s  West Sak P i l o t  t h a t  t o o k  p l a c e  f r om  Sep tember 1984 
t h r o u g h December 1986.

An i n i t i a l  t e s t  w e l l  i s  s c h edu le d t o  be d r i l l e d  somet ime d u r i n g  t h e s p r i n g  o f
1989. T h i s  w e l l  i s  d e s i g n e d t o  d e t e rm i n e  th e p r e s e n c e , c o n t i n u i t y  and q u a l i t y  
o f  t h e West Sak r e s e r v o i r  i n  t h e p i l o t  a r e a . I f  t h e  r e s u l t s  a r e f a v o r a b l e ,  
more w e l l s  ( p o s s i b l y  24) wou ld be d r i l l e d  t o  t e s t  e x p e r im e n t a l w e l l  c om p l e t i o n  
and s t i m u l a t i o n  t e c h n i q u e s  sugges ted by t h e  r e s u l t s  o f  t h e  f i r s t  p i l o t  
p r o j e c t ,  as w e l l  as t o  d e t e rm in e t h e  " w a t e r f l o o d a b i l i t y "  o f  t h e  West Sak sands 
on a 20 a c r e w e l l  s p a c i n g p a t t e r n .  D e s i g n e r s o f  t h e p i l o t  hopes t o  add re s s 
some o f  t h e  more t e c h n i c a l  q u e s t i o n s  o f  p r o d u c i n g  t h i s  s h a l l o w ,  h i g h v i s c o s i t y  
o i l  d e p o s i t .

2


