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RESOLUTION NO. 2598 

A RESC)E[ITION of the  Port  Comission of t h e  Port  of Seatt le 
i n  support of an ALL ALASKA GAS PIPELINE Route 

WHEREAS, the Port  Commission of the  Port  of Sea t t l e  has reviewed and studied 

"Planning Research Report" dated August, 1975 pertaining t o  the  route  choice of 

A l a s k a ' s  North Slope natural  gas p ipe l ine  (which report i s  attached hereto as Exhibit  

"A" and by t h i s  reference incorporated herein),  and 

WHEREAS, the  Port  Commission of the  Port  of Seatt le recognizes t h a t  the final.  

outcome of a route  choice for &he na tu ra l  gaa pipel ine is of paramount importance not 

only t o  the  State of Alaska and the Pac i f i c  Northweat, but t he  nation as well, and 

WHEREAS, the  Alaska Arctic Gas Pipe l ine  or "Canadian" proposal, f o r  a t o t a l  

estimated cos t  i n  excess of $10 b i l l i on ,  w i l l  de l ive r  2.25 b i l l i o n  cubic f e e t  per 

day of gas t o  United S ta t e s  customers as sppoaed t o  an a l l  Alaska p ipe l ine  proposal 

which, for an estimated coat i n  excess of $6 b i l l i o n ,  w i l l  have a d a i l y  del ivery of 

3.5 b i l l i o n  cubic feet to  United State8 customers, and 

WHEREAS, the  operatiag coats f o r  tzansportiag North Slope Alaskan natural  gas 

by the all Alaska proposal versus t h e  Arctic proposal from the  gas f i e l d  t o  market 

mcy be equal or less, and 

WHEFGAS, t he  Arct ic  proposal w i l l  require  over 6,000 miles of new p ipe l ine  

approximately V b o f  which would be through the environmentally sensitive tundra of 

Alasks and Canada (Including Alaska's Arctic National Wildlife Refuge), and 

WHEW,  the  a l l  Alaska proposal will involve new pipe l ine  construction p r i -  

marily along t h e  ex i s t ing  Alyeeka P ipe l ine  corridor,  making use of ex i s t ing  roads, 

camps and other  support faci l i t ies ,  and 

'&EREAS, t h e  a l l  Alaska proposal would u t i l i z e  thousands of miles of p ipe l ine  

within the cont inental  United State8 which are p a r t i a l l y  i d l e  because of the  dwind- 

l i n g  West Texas gas supply, and 

WHEREAS, t h e  a l l  Alaska proposal vi11 st imulate  the  United States shipbuilding 

i n d u s t r y  t o  meet the  demand of t ransportat ion and w i l l  be i n  compliance with the  

requirements of t h e  Jones Act, and 

WiEREAS, t h e  operation and construction of the  a l l  Alaska proposal i s  e n t i r e l y  

wiihin the United States versus t h e  Arctic proposal which would r e s u l t  i n  an estlmated 

$6.3 b i l l i o n  ne t  l o s s  t o  the  American economy over the 25 year l i f e  of the  pro jec t ,  and 



, 

11 LXESEAS, energy is now recognized as a scarce" resource in a seller's market 

ana t 'or2ign political control of United States oil and gas supplies has proved to be 

nor in the best interests of this nation, and 

IJWEREAS, an all Alaska proposal would assure economic benefits for the State 

af Alaska, including but without limitation, enhancement of jobs, goods and services 

v i t h i i l  t h a t  state, and 

WHEREAS, the State of Alaska has officially adopted the position to support 

the a l l  Alaska gas pipeline route, 

NOW, THEREFORE, BE IT RESOLVED by the Port Commission of the Port of Seattle, 

in support of the position of the State of Alaska endorsing the pipeline route from 

Prudhoe  Bay to Gravina Point near Valdez,as follows: 

1. That an all Alaska Gas Pipeline is fully endorsed and supported 
as being in the national interest and essential to meet current 
energy requirements; and 

2 .  That tne Arctic proposal is opposed as being contrary to the 
national interest; and 

3. That this Resolution be immediately transmitted to the following: 

a. 
b. 

d. 
e. 
f. 
g. 
h. 
i. 

c .  

j. 

The Governor and other officials of the State of Alaska 
Members of the State of Alaska Congressional Delegation 
Members of Alaska State Legislature 
Members of the State of Washington Congressional Delegation 
The Governor of the State of Washington 
Washington Utilities and Transportation Commission 
Alaska State Chamber of Commerce 
Seattle Chamber of Commerce 
United States Chamber of Commerce 
Washington Public Ports Association 

ADOPTED BY THE PORT COPMISSION of the Port of Seattle this 16th day of 

S e p m b p r  , 1975 and duly authenticated in open session by the signatures 

of r ! ~  Commissioners voting in favor thereof and the Seal of the Commission duly 

affixed. 

(SEAL) 



P3RT OF S i 3 i i  
PLANNING AND RESEARCH OEPARTMENT 
L .  ii. Yoshioka, Dirsctcr 

PLANNING RESEARCH REPORT 

TITLE W H Y  IJE SllOULD SCFPORT TtIE ALL A L A S U  
(EL PASO) GAS PIPELINE 

EXHIBIT "A" 

DATE: August, 1?75 

Every U.S. c i t i z e n  h a s  a l a r g e  s t a k e  i n  t h e  f i n a l  r o u t i n g  choice  of Alaska 's  
North Slope n a t u r a l  gas p ipe l ine - -e i the r  through Alaska or through Canada. 
However, now t h a t  we have h i n d s i g h t  from t h e  Alyeska O i l  P i p e l i n e  expe r i ence  
w e  recognize  t h a t  t h e  b e n e f i t s ,  f o r  t h e  e n t i r e  nat ion,  are enormous. While 
we w i l l  not expe r i ence  oil or g a s  shipments  through t h e  S e a t t l e  harbor ,  
nearly a l l  Port  o p e r a t i o n s  3re d i r e c t l y  a f f e c t e d  by Alaska's economic growth. 
The g a s  p i p e l i n e ,  fur thermore ,  is not  as s u s c e p t i b l e  to  the  v i o l e n t  environ- 
m e n t a l  r e a c t i o n s  t h a t  t h e  Alyeska P i p e l i n e  experienced,  t h u s  w e  have m c h  
less t o  lose by t a k i n g  a s t a n d  on t h e  i s s u e .  F i n a l  approval  f o r  t he  Alyeska 
Oil P i p e l i n e  d e c i s i o n  was decided i n  Congress. The same w i l l  most l i k e l y  b e  
true f o r  t h e  gas p i p e l i n e .  
p roposa l  In which an  a l ternate  Canadian r o u t e  w a s  r a i s e d  b u t  t h e  choice  was 
to ei.ther approve t h e  Alyeska P i p e l i n e  proposa l ,  o r  not.  Routing of t h e  gas  
p i p e l i n e  has  two d i f f e r e n t  p roposa l s ,  and approval  is sought  for e i t h e r  one 
or t h e  o t h e r .  Thus t h e  Canadian Alternative, u n l i k e  t h e  s i t u a t i o n  of t h e  
oil p i p e l i n e ,  is a clear end v i a b l e  choice .  Logic and economics c l e a r l y  
favor  t h e  all-Alaska, El Paso proposa l .  National p o l i t i c s ,  however, may 
p r e s e n t l y  favor Arctic's p roposa l  - t h e  Canadian route.  

However, t h e  Alyeska O i l  P i p e l i n e  was - one 

The Port  of Seat t le  can c o n t r i b u t e  some h e l p  i n  t h e  decision-making p rocess  
i n  Congress. We cannot change t h e  f a c t s ,  b u t  we  can expres s  our p o i n t  of 
view. Route choice, f o r  us, w i l l  make a b i g  d i f f e r e n c e .  The fo l lowing  is an 
outline of the essential  elements of t h e  two r o u t i n g  proposa ls .  These we 
cannot change. Our p o i n t  of view, however, is impor tan t  to t h e  d e c i s i o n  t h e  
U. S. Congress must make t o  t h e  n a t u r a l  gas  consumers of Washington state, 
and to  our  l a r g e s t  t r a d i n g  partner--Alaska.  

A.  T!ie R o u t i n g  comparison. 

The Alaska A r c t i c  Gas P i p e l i n e  is t h e  "Midwest" or "Canadian" proposa l  
c o n s i s t i n g  of two e e p a r a t e  sections. The d i v i s i o n  of t h e  two s e c t i o n s  
is based upon c r i t e r i a  of internat ional  p o l i t i c s ,  w i t h  t h e  f i r s t  
s e c t i o n  o r i g i n a t i n g  a t  Alaskan North Slope and Canadian gas f i e l d s  
and t e r m i n a t i n g  a t  t h e  U.S./Canadian Border, and t h e  second sect ion 
being t h e  d i s t r i b u t i o n  system w i t h i n  t h e  "lower 48" states.  The 
f i r s t  s e c t i o n  is t e c h n i c a l l y  known a s  t h e  Arctic Gas P i p e l i n e ,  though 
both sec t ions  are needed t o  complete  t h e  Arctic proposa l .  The Arctic 
p i p e l i n e  is a 2,600 mile p i p e l i n e  system which o r i g i n a t e s  a t  Prudhoe 
Bay, Alaska, and travels e a s t e r l y  i n t o  Canada where i t  is j o i n e d  by 
another p i p e l i n e  from t h e  MacKcnzie Delta gas  f i e l d  f o r  a 48 i nch ,  
common p i p e l i n e  t o  t h e  south .  North of Calgary,  A lbe r t a ,  t h e  A r c t i c  
p i p e l i n e  s p l i t s  i n to  two w i t h  a western branch entering Idaho, and an 
Eas t e rn  branch  e n t e r i n g  Montana. The Western Branch, near t h e  i n t e r n a t i o n a l  
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border also splits into two sections, with one section serving Northern 
California, and the other serving Southern California. (The first one 
of these is an existing pipeline which will be expanded and the second 
is an entirely new route to Southern California.) 
near the U. S./Canadian border, connects with the existing trans-Canada 
gas pipeline to serve eastern Canadian provinces, then traverses south 
and east from the International Border toward distribution systems in 
Illinois and the eastern seaboard destinations. The entire system 
proposed by the Arctic gas proposal (including the U. S. distribution 
system) totals 6,300 miles of new pipeline. As proposed, the Pacific 
Northwest would tap off o f  the new pipeline destined for Southern 
California, feeding into Washington State's existing system. 

The Eastern branch 

The Trans-Alaska Gas Project is sponsored by the El Paso Alaska Company 
as an All-Alaska/LNG tanker route. 
corridor set aside for the Alyeska Pipeline from Prudhoe Bay to an 
allreather port between Valdez and Cordova (Gravina Point), Alaska, 
wilere the natural gas would then be liquefied for LNG ocean shipping. 
The primary destination of the LNG would be a port terminal located in 
Southern California, though Puget Sound and San Francisco facilities 
may also be served. Eleven LNG tankers would be needed for ocean 
transportation. 
(regasified) back to natural gas and placed into a new pipeline between 
the port t,erminal and existing, underutilized gas pipelines in California. 
Alaskan gas would then enter existing gas pipeline systems (also under- 
utilized as West Texas gas supplies dwindle) serving Pacific Northwest, 
Southwest, Elidwest and Eastern Seaboard customers. However, through 
"displacement" (which I s  explained later) , not all regasified LNG 
from Alaska would be physically transported to Texas, but "traded" 
in California markets for Texan supplies. 

It will utilize the transportation 

In Southern California the LNG would be de-liquefied 

B. Comparative Capital Costs for the Proposed Two Pipeline Systems. 

The total cost for the Arctic pipeline has been estimated at an excess 
of $10 billion. 
tion when comparing El Paso and Arctic pipeline costs. The Arctic 
system i a  currently designed to deliver 4.5  billion cubic feet/day 
(UCF/day) of gas to - both U. S. and Canadian customers, with 1/2 going 
to each side of the border (i.e., 2.25 billion cubic feet to each). 
This is a major issue of the two pipeline proposals--the Arctic pro- 
posal will get 28Z mote natural gas to North American (Canadian and U. 
S.1 customers. ibwever, the El Paso proposal will (undoubtedly) 
deliver more gas to U. S. American customers, by as much as 55% more, 
since the Canadians have stated many times that they do - not intend to 
"supply the U, S. with excess MacKenzie Delta gas beyond their own 
needs." 
gas for their own use and, therefore, there will - not be an excess of 
Canadian gas available to the U. S. market from the Canadian share of 
the Arctic Pipeline. 

However, there is an "apples and oranges" considera- 

The Canadians will not because they will need all the natural 

The capital cost for the entire El Paso proposal (which includes the 
Alaska gas pipeline, liquefication/regasiflcation terminal facilities, 
LNG tankers and "lower 48" pipeline connections), is estimated at $6.7 
billion. 
cubic feet to U. S. customers (ve. 2.25 billion cubic feet for the 
Arctic proposal). 

This figure would include a daily delivery of 3.5 billion 

The coat figure should be "clear cut" for comparing 
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t h e  two P i p e l i n e  Alternatives, but  i t  is made complex because of t h e i r  
po ten t i a l ly  d i f f e ren t  del ivery amounts. The El Paso proposal de l ivers  
3.5 b i l l i o n  cubic feet/day to the "lower 48" U. S .  market a t  a cos t  of 
$4+ b i l l i on .  
2.25 b i l l i o n  cubic feet t o  the  same market, plus 2.25 b i l l i o n  cubic 
feet t o  Canadian markets (and the  po ten t i a l  of a portion of the Canadian 
share  - as excess t o  Canadian needs - to  the U. S. market). One should 
keep i n  d n d ,  however, that an excess of Canadian gas for a U. S. 
market is highly unlikely. 
plan to serve  Canada's markets with Canada's own North Slope, k c k n z i e  
Delta gas. 
2.4 ECF/day a t  an estimated capital  cos t  of $2.3 b i l l i o n  (for t h e  main 
trunk l i n e )  t o  $4 b i l l i o n  (depending upon the f i n a l  d i s t r ibu t ion  network 
selected) .  
de l ive r  4.5 BCF/day to  North American customers a t  a cos t  of $lo+ 
b i l l i on ,  while the El Paso - and HaplcLeaf project proposals (assuming 
there is enough gas avai lable)  would de l iver  5.9 BCF/day to  North 
American customers a t  811 clpproxlmate cost of $9+ b i l l i on . )  

The Arctic proposal, f o r  $lo+ b i l l i on ,  is a guaranteed 

(As an aside, the Canadians have t h e i r  own 

This pl;m--lmovn as t h e  Maple-Leaf Project--would de l iver  

Thus, f o r  8 t rue  comparison, t h e  Arctic proposal would 

Nonetheless, the gas sharing aspect of the Arctic proposal raises an 
in t e re s t ing  cost Issue. Consider, €or example, tha t  the "net" addi- 
t i ona l  p ipe l ine  needed f o r  moving Canadian gas from t h e i r  FlacKenzie 
Delta gas f i e l d  to  the main Arctic gas pipel ine t runk  from Prudhoe i s  
only B dis tance  of some 200 miles. Apparently, l i t t l e  or  no 11 net" 
pipel ine i s  needed a t  the southern end of the Arctic pipel ine trunk 
f o r  connecting to  the ex i s t ing  trans-Canada pipel ine f o r  s e rv i ce  t o  
eastern Canadian provinces. Thus, 200 miles of new p i p e l i n e  and an  
enlarged diameter pipe on most of the  route  through Canada is, by 
Par, the g rea t e s t  proportion of the overa l l  cost of the Arctic 
proposal -- as i t  relates - to Proponents of the 
Arctic gas proposal are arguing tha t  for a somewhat grea te r  capital  
cos t  ( S l o t  b i l l i o n  vs. El Paso's $6+ b i l l i on ) ,  BL grea ter  economy of 
s ca l e  w i l l  lower per un i t  cos t s  f o r  both U. S o  and Cana8ian customers 
because of t h e  j o i n t  sharing of a higher del ivery amount ( 4 . 5  b i l l i o n  
cubic f e e t  vs. El Paso's 3.5  b i l l i o n  cubic feet). The question tha t  is 
ra ised i n  one's mind, however, is: 
from a Canadian point of viev, why should they (the Canadians), because 
OE the l imited "net" p ipe l ine  and "piggyback" status, share  equally in 
the ove ra l l  cos t  of $1W b i l l i o n  (or even t h e i r  port ion from the 
~iac~nzie/Trans-Canada connection) when the ne t  cost  of the Canadian por- 
t i on  is much less (perhaps 10%). 
Arctic proposal the ult imate de l ivery  cost, in terms of U. S. customers, 
w i l l  be based upon 2.25 b i l l i o n  cubic f e e t  being delivered a t  a cap i t a l  
cos t  of something approximating an overall cos t  of $9 b i l l i o n ;  while 
the Canadians cos t s  will eventually be based upon t h e i r  "fair" share,  
o r  2.25 b i l l i o n  cubic feet f o r  something around 10% of the $10 b i l l i o n  
or $1 b i l l i o n .  For the FJ Paso proposal, 305  b i l l i o n  cubic feet w i l l  
be delivered t o  U. S. customers a t  a c a p i t a l  cost approximating $6+ 
b i l l i on .  The Canadians w i l l  receive no gas from the E l  Paso proposal, 
t h u s  necess i ta t ing  the expenditure of well over one b i l l i o n  do l l a r s  t o  
obtain ElacKenzie Delta gas. ( In  f a c t ,  the Maple-Leaf p ro jec t  would cos t  
something over $2.3 b i l l i o n  for a comparative system.) 
understand why, before e i t h e r  p ipe l ine  rout ing  - is approved, the  Canadians 
tifght be encouraging t h e  Arct ic  proposal, and with "equally shared" costs.  

-- f o r  the Canadians. 

when viewing the Arctic proposal 

One can only conclude t h a t  i n  the  

Thus one can 
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C. Comparative Operating Costs - fo r  the  Proposed Two P i p e l i n e  Systems. 

Natural gas customers pay three costs :  (1) wellhead price a t  the  gas 
f i e l d ,  (2) t ransportat ion cos t s  from the  gas f i e l d  t o  market, and, (3) 
l oca l  d i s t r i b u t i o n  costs. Since Local Distr ibut ion Costs and the gas 
wellhead price i e  preeumrbly the 8am fo r  e i t h e r  p i p e l i n e  proposal, the 
gas f i e l d  to  market t ransportat ion operating cos t  (along w i t h  amortiza- 
t ion  of respect ive capital  cos t s ) ,  w i l l  determine the ac tua l  c o s t  
difference f o r  North Slope na tu ra l  gas t o  the ult imate consumer. 

The primary operating coat f o r  e i t h a r  pipel ine proposal is the  amount 
of energy used (and therefore  the  cos t )  in gas t ransportat ion (primarily 
fo r  compressors) betwean the gas f i e l d  and the  customers. The amount 
of energy consumed i n  traasporthag gat3 in the  Arctic gas proposal i s  
9.62 of the  system's 4.5 b i l l i o n  cubic f e e t  per day delivery.  Again, 
the assumption that operating coa ts  would be equally shared by the  
Canadians and the  Americans I s  naive since the  length of the  Canadian 
del ivery is much less. Using the same logic  as with the  c a p i t a l  cost 
of the system, the  gas loas may q u a l  9.6% of the  total  4.5 b i l l i o n  
cubic f e e t  per day by the  entire Bystem, but the  cos t s  f o r  the pipe- 
l i nes '  operation vi11 probably be paid f o r  primarily out  of the  2.25 
b i l l i o n  cubic f e e t  U. S. ehare. Thus the  gas consumption equivalent 
could be cloeer  t o  double - say 15% - f o r  the U. S. share  of 2.25 
b i l l i o n  cubic f e e t ,  a f t e r  an adjustment is made fo r  proportioning 
Canada's p i p e l i n e  length t o  t he  U. S. pipel ine length. 

The E l  Paso proposal, l i k e  the  Arctic proposal, uses energy fo r  
p i p e l i n e  transportation. Howeverp they a l so  use gas energy f o r  the 
l i que f i ca t ion  process a t  the port  terminal and f o r  U'G tanker 's  fuel .  
The estimated energy used by the  E l  Paso system t o t a l s  some 12.1% of 
the system's 3.5 b i l l i o n  cubic feet per day. 
used in t ransportat ion by El Paso, 8%, or two-thirds, is used i n  the 
process of l iquefying the na tu ra l  gas. 

concentrates" na tu ra l  gas t o  a more economically concentrated form of 
energy fo r  ocean t ransportat ion i n  LNG tankers. In  ac tua l i t y ,  however, 
LNG is merely na tu ra l  gas energy in a supercold form and, t heo re t i ca l ly ,  
is not l o s t  energy s ince  the re  is a corresponding release of energy 
when the l i que f i ed  gas is regas i f iad  a t  the  receiving P o r t  terminal 
(minus some los ses  due to  f r i c t ion ) .  Regasified energy is now being 
used in France and Japan fo r  functions such as food processing and 
freezing. Theoretically,  this energy could even be  used t o  generate 
e l e c t r i c a l  power or reduce the& pol lu t ion  from electrical. generating 
f a c i l i t i e s .  Nonetheless, because of po ten t i a l  energy from regasifica- 
t ion,  there  ex is t s  a realist ic probabi l i ty  fo r  a lower than 8% con- 
sumption in the l i que f i ca t ion  stage.  Because of t h i s  p o t e n t i a l  energy 
recovery, as well as LNG tanker e f f ic iency  and lower p ipe l ine  length,  
the percentage of energy consumed by the  E l  Paso proposal - could be  
somewhat less than t h a t  of the Arctic proposal. This is espec ia l ly  so 
if one assumes t ha t  the Canadians w i l l  only pay € o r  t h e i r  "fair" share,  
and not an "equal" share. A lower expenditure of energy in the  trans- 
portat ion process equates to a lower operating cost .  

However, of the 12.1% 

The l ique f i ca t ion  process 
18 
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There is an addi t iona l  ea san t i a l  factor on the subject of system 
c o s t s  (including capital cost8) t o  comider  vhen comparing the two 
pipel ine proposals. TNo is the subject of "displacement." Displace- 
ment is a term vhich refer8 t o  the "paper" trading by two (or more) gas 
supp l i e r s  f o r  o m  source of gar supply that i s  c lose r  to the  other 's  
market (and vice varsa) vith uutubl t ransportat ion cos t  savings by both 
rupplierr becauoe l e sa  gar 10 loot  from the  "physical" movement of t h e i r  
respect ive gao. For axample, becaure of "displaceamnt," no t  a l l  of the  
3.5 b i l l i o n  cubic f e e t  per day vould physically be transported from 
Southern Cal i fornia  t o  the Midwest in the E l  Paso proposal. This is 
because a t  the present time there  I 8  a l a rge  volume of gas (and an even 
l a rge r  pipelin. capacity) m v i a g  from West Texas gas f i e l d s  to the 
Cal i forn ia  market. Also, there ir a l a rge  volume of gas mviag from 
the  W e s t  T u u r  gas f i e l d r  to  the upper Midwest and Eastern Seaboard 
markets (which a l so  h u  a l a r g e  mured pipel ine capacitg). 
gas supplieo contiaue to dvindle in West Taus fields,  exis t ing gas 
pipelinem i n c r e u i n g l y  becoae undarutI1ir.d. Using "displacement ,I' two 
things can occur. One, Alaskan 
oarlrct so t he  W e a t  Texru gar orsigned f o r  the Cal i forn ia  market can 
then be  "traded" t o  the  EUdwaot/North.ut. Two, t he  Texas/Califor- 
nia p ipe l ine  can than be reversed t o  physically t ranspor t  a port ion 
of the AlaeltaD gas t o  Wort T u r u  here it  can supplement the dwindling 
supply of the West Texas  f i e l d .  Because of displacement, therefore,  
addi t iona l  savings accrue to  the U. S. comumer because: 

1) 

As na tu ra l  

can be used i n  the Cal i forn ia  

- Some of the "traded" gas t o  the  U. S. Wdweat/Northeast does not  
physically move from California, and therefore  saves i n  the  
t ransportat ion f u e l  coa t  of poviag gao from Cal i forn ia  t o  West 
Texas (to say nothiag of the costs saved by not moving gas from 
W e s t  Texas to Cal i forn ia) ,  md 

2) 

b ex i s t ing  capacity,  thus l o t a r ing  the i r  uait c o s t s  to add i t iona l  

Existing pipel ines ,  both bemeen Cal i forn ia  and Texas and between 
Texas and the )Iidwert/Northuat, are b e t t e r  u t i l i zed  f o r  t h e i r  

gas cuatomars. 

De Environmental Impact Comparlsoa. 

The Arct ic  proposal will r equ i r e  6,oo(n miles of new pipel ine approxi- 
mately 1/6 of which would be through the eavironmentally sensitive 
tundra of Alaska and Cutad8 (iacludiog the blaaka's Arctic National 
WiPdlif e Refuge) . 
In the  E l  Paso proposal a h o a t  a l l  new pipel ine construction would b e  
in the  ex i s t ing  Alyeriu Pip r l i ao  corr idors  u t i l i z i n g  already ex i s t ing  
roads, work eamp8, etc. 
in Southern California.)  
crossing i n  t he  Arctic proposal, El Paso crosae8 some 2001. miles. Many 
are already argulng t h a t  the  r e d  emtirorrmrntal impact from the  Alyeska 
Oil Pipeline will be from the opening of the Alaska tundra t o  hunters,  
t ou r i s t s ,  etc., once the p ipe l ine  access road becomes a public  highway. 
The Arct ic  proposal would not  only open mote Alaskan tundra, but the 
Arctic National Wildlife Refuge and the entire MacKenzie Valley. The 
environmental disrupt ion from opening the MacKenzie Valley t o  publ ic  

(There is, however, some 2009 d e s  an t i c ipa t ed  
Instead of the 1,000+ miles of permafrost 

-5- 



access has t o  be a strong environmental argument against  the Arctic 
proposal (and the Canadian's tbple-Leaf project as well). The environ- 
mental d i s rup t i sn  of t h e  E l  Paso and Arctic Gas proposals, by alnost  
any measure, is comparative with the length of new construction --six 
t o  one. 

Other than  construction, the d is rupt ive  environmental e f f ec t s  of the 
two proposals a r e  less comparable and more subtle.  
Paso proposal u t i l i z e s  thousands of miles of pipel ine within the 
cont inental  U. S. which are increasingly becoming less u t i l i zed  
because of the dvindling West Texas gas supply. Since LNG tankers 
and i iquef ica t ionfges i f  i c r t i o n  terminal f a c i l i t i e s  are relatively 
clean, they are not a major environmental i s sue  (as o i l  tankers were 
w i t h  the Alyeska O i l  Pipel ine issue). 
might include the respect ive use of na tura l  resources by each proposal-- 
the amount of steel used is  three  times greater  fo r  the Arctic Proposal 
vs. El Paso's. 
s ince  the  mount  of ro l l ed  steel  tubing used i n  the Arctic proposal i s  
equal to  the  entire U. S. ro l l ed  steel tubing capacity fo r  a minimum of 
three years. 
El Paso proposal because of its more favorable environmental impact. 

For example, the E1 

Other environmental fac tors  

Thia is an important fac tor  not t o  be taken l i g h t l y  

Several environmental groups are already supporting the 

E. hployment Comparison. 

Employment should somewhat r e f l e c t  a relat ionship t o  c a p i t a l  expenditures: 
Arctic $lo+ b i l l i o n ,  El Paso $6+ b i l l i on .  However, shipbuilding would 
make up a s ign i f i can t  port ion of the El Paso expenditure, which (because 
of the  Jones Act) would be en t i r e ly  i n  the U. S. nough  both proposals 
would undoubtedly turn t o  the  lowest cost  pipeline-which usually means 
foreign steel--El Paeo has publical ly  Rtated tha t  it intends t o  purchase 
from U. S. suppliers.  E l  Paso, because of tanker construction, one-sixth 
l e s s  pipel ine,  LNG terminals and no Canadian par t ic ipa t ion ,  w i l l  have a 
greater  overa l l  -- U. S. employment impact during construction, i n  s p i t e  
of the i r  lower cap i t a l  expenditure, by approximately 24,000 f o r  E l  
Paso to approximately 12,080 f o r  Arctic Gas. 

F. Balance of Payment Camparison. 

Both the operation and construction of the El Paso proposal is en t i r e ly  
within the  U. S., which suggests there  w i l l  be l i t t l e  o r  no n e t  loss 
to the U. S. balance of payments. The Arctic proposal has  had an 
s t h a t e d  $4.3 b i l l i o n  lo s s  t o  the  hcrican economy over the  2 5 y e a r  
l i f e  of the  project .  Whatever the ac tua l  pr ice ,  i t  only follows tha t  
i f  a subs t an t i a l  portion of t he  pipel ine is i n  Canada, a subs t an t i a l  
proportion of operational and construction cos t s  w i l l  a l so  be i n  
Canada. It has been estimated tha t  for each do l l a r  paid by the  American 
consumer i n  the Arctic Cas project ,  S.67 w i l l  go t o  Canada. 

G.  Control Aspects. 

Before the Arab o i l  crisis of September, 1973, foreign p o l i t i c a l  
cont ro l  of U. S. o i l  and gas suppl ies  (and t h e i r  t ransportat ion)  was a 
topic for discussion, but seldom used as ser ious argument. Energy is 



. 
now recognized as tl r e l a t ive ly  "scarce" resource and i n  a seller's 
market. 
they have i n  t h e  past. I n  t h e  state of Washington, where our pr ice  
for Canadian gas har gone from $0.32 per cubic foot t o  an announced 
$1.60 per  cubic foot i n  a two-year period, the message is clear:  
once t h e  p ipe l ine  is i n  e f f ec t  there can be no assurance tha t  the 
provinces of Canada w i l l  not tax t o  "whatever t h e  market wil l  bear. 

The Canadians cannot be expected t o  ac t  any d i f fe ren t ly  than 

*I 

The provinces of Canada, u n l i k e  the  states of t h e  U. S., are not bound 
by nat ional  treaties fo r  taxing purposes. The Canadians are develop- 
ing t h e i r  own s t r a t eg ie s  fo r  energy independence, and i t  is becoming 
increasingly c lear  t h a t  they w i l l  have no excess gas t o  sel l  t o  U. S. 
consumers. Furthermore, i n  "times of szrci ty"  e i the r  t h e i r  nat ional  
government, or  =province,  could appropriate the e n t i r e  Arctic gas 
supply ,  Canaxan - and Alaskan, fo r  Canadian use. 

The Canadians have been good neighbors, especial ly  from a mi l i ta ry  
secur i ty  standpoint. flowever, they ray be less dependable from an 
economic secur i ty  standpoint. Total  U. S. control  of Alaskan resources 
is becoming one of the most important (albeit unrecognized publicly) 
arguments i n  favor of the E l  Paso proposal over the Arctic. 
more, from a North Anrerican nat ional  secur i ty  standpoint,  it would 
appear t o  be more des i rab le  t o  have tu0 pipel ines ,  i.e., E l  Paso and 
Maple-Leaf, than one, 1.e. , Arctic.) 

(Further- 

H. Timing Considerations. 

Timing is an important f ac to r  because only 80 much gas (economically) 
can be reinjected in to  t h e  North Slope f i e l d s  once o i l  production 
starts. Time eatimates vary, but the ea r ly  1980's is probably the 
l a t e s t  before e i the r  North Slope o i l  production must be cur ta i led  o r  
the  gas f lared,  and thus wasted entirely.  Timing is a l so  important 
from a balance of p a p n t s  standpoint, because of the growing demand 
i n  the U. S. fo r  imported na tu ra l  gas, and the rapid increase i n  the 
cost  of foreign na tura l  gas. Ae wi th  the environmental argument, the 
El Paso proposal has a timing advantage because of the Alyeska O i l  
Pipeline. From a timing standpoint,  the Alyeska Pipeline gives the 
E l  Paso proposal an overwhelming favorable argument by two to  three 
years because roads, construction cmpe and support f a c i l i t i e s  a r e  
already i n  place. The t o t a l  number of permits  needed would be  much 
fewer with the E l  Paso proposal, The Native Land C l a i m  question i n  
Canada is not resolved and could take years--as did the Alaeka Native 
Land Claims. 
time t o  approval procesa i n  Canada ( in  f ac t ,  the  Maple-Leaf project 
could uee the ex t r a  time t o  augment their proven reserves). Trea ty  
negotiations between the U. S. and Canada could a l so  add delays, 
Environmental groups have already s t a t ed  opposition t o  the Arctic Gas 
proposal and approval of the E l  Paso as t h e  be t t e r ,  less damaging 
a l te rna t ive .  The sheer distance in pipelaying, 6,000 miles vs. 1,000 
miles, suggeete a major t h  difference (ahipbuilding is  not a time 
factor since they  can be b u i l t  concurrently with the p i p e l i n e  - and, 
a t  t h e  preeent time, there is an excess of shipbuilding capacity i n  
U. S. shipyards). Th ing ,  as with the p o l i t i c a l  control argument, is 
c l ea r ly  i n  t h e  favor of E l  Paso and is becoming more so as t i m e  (and 
in f l a t ion )  continues t o  pass. 

The competing Maple-Leaf a l l  Canadian project w i l l  add 



I. Technological a d  Safety Aspectr. 

I 

Bsth proposals have techaological a d  safety considerations. 
logical  aepects primarily concern the LNG teminal i n  Alaska-can i t  
be done? 
ago i n  Alaeka'e Kenai peninsula. 
nological aspects of the terminal as an issue. Obviously many tech- 
nological coneiderations must be taken in to  account before a f u l l  
u t i l i za t ion  can be assumed fo r  the "recapturing" of energy released 
i n  t h e  regas i f ica t ion  process a t  t h e  receiving terminal i n  southern 
California.  
gas transport ,  though there is some concern raised on the safe ty  of 
the 48-inch diameter p ipe l ine  tha t  Arctic in tends  to  use vs. the 
cormonly used 42-inch pipel ine tha t  El Paso (and the Maple-Leaf pro- 
j e c t )  intends t o  UBB. 
Maritime experts throughout the world. 
impoesible, 
care, and tanker t ransfer  operations, obviously, must receive the  
safety precautions necessary to a ecp safety r i s k s  to a minirmm. 
Neither proposal challenges the sa fe ty  r i s k  aepects of the other. 

Techw- 

El Paso intends to uee a process perfected Over a decade 
Even Arctic is not ra is ing the  tech- 

Safety conriderations also concern the LNG portion of 

LNG tanker sa fe ty  is receiving a t t en t ion  by 
The physics of LNG make explosions 

Natural gas, however, must be handled with a great  deal of 

J. Sta te  of Alaska Benefits. 

The tax revenue estimated t o  accrue to a l l  of t h e  U. S. from the 
Arctic proposal is $5 b i l l i o n  over the twenty-five year l i f e  of the  
project.  The El Paso proposal is twice tha t ,  o r  $10.7 b i l l i on .  
However, for the  state of Alaska# the differences i n  tax revenues are 
even more s t r i k i n g  with $2.2 b i l l i o n  accruing from the  El Paso proposal 
and $311 million fzom t h e  Arctic proposal, o r  one-seventh of the El 
Paeo proposal. 
permanent employees, Arctic 39. Jobs, goods and 8ervicas within Alaska 
during the  construction phaee would t o t a l  $4 b i l l i o n  from the El Paso 
proposal a s  compared to  $500 million from the Arctic proposal. Lastly, 
t h e  E l  Paso proposal w i l l  provide inexpensive access to  royalty gas fo r  
the  State of Alaeka, t h e  Arctic propoeal w i l l  not. 

For jobs i n  Alaeka, E l  Paso an t ic ipa tes  over 600 

Royalty gas alone is of mafor importance t o  the s t a t e  of Alaska--much 
of t h e i r  € u t u r e  hope fo r  indus t r ia l iza t ion  ree te  on the ava i l ab i l i t y  of 
low cos t  energy. 
Cas, however, o f f e r s  Alaska not only B low coat f u e l ,  but a valuable 
raw material  source as w e l l .  The royalty gas, therefore,  has a two- 
pronged e f f ec t :  
lower cost  fue l  fo r  home uses. 

O i l ,  becaee of ref ining,  is not low cost for  Alaska. 

a more s t a b l e  economic base wi th in  the state and a 

The benefi ts  accruing to  the state of Alarka from the E l  Paso proposal, 
more than any other point ,  is important to  the Por t  of Seatt le.  
same "lower 48" natural gae customers w i l l  g e t  equal access to Alaslcan 
North Slope gas s u p p l i e s  from e i the r  pipeline proposal, s ince both pipe- 
l i n e  proposals are contract  carriers." However, the differences i n  
impact upon Alaska a re  subs tan t ia l  between the two proposals. 
Paso gas pipel ine could be another Alyeska pipeline i n  terms of economic 
development. 
i n  Alaska, or in Puget Sound. 
deal t o  gain from the A l l  AlaekalEl Paeo proposal, since Alaska is st i l l  
our most important trading partner.  

The 

II 

The El 

With the  Arctic proposal, very l i t t l e  impact w i l l  be f e l t  
Thus, the Port of S e a t t l e  has a great  



Logic favors the E l  Paeo proposal wer the Arctic gas Arctic proposal from 
t h e  argument of cap i t a l  cost, operating cost, less environmental impact, 
more favorable balance of payments, more dcr i rab le  p o l i t i c a l  control,  more 
favorable timing and a more f8vor8ble economic impact upon Alaska. The gas 
pipeline,  however, play not be decided upon entirely by logic,  b u t  po l i t i -  
cal ly  i n  t h e  h a l l s  of Congrers. The El Paso proposal needs a l l  the support 
possible and t h e  Port of Sea t t le ,  l ike  the  S ta t e  of Alaska, has a great  deal 
t o  win or lose,  depending upon vhich pipel ine proposal is eventually accepted. 

Source: Conference proceedings, Western Resources Congress, A p r i l  2, 3, 
4, 1975, 

"Arctic Gas - The Uost e f f i c i e n t  System fo r  Moving Arctic Natural 
Gas t o  Consumers Coart t o  Cuast" by Dave Harbour, Director of 
Public Affairs,  Alaskan Arctic Gas Pipeline Company, Anchorage, 
Alaska, and 

"The Trans-Alaskan Gas Project" by Xichael C. Holland, Assistant 
to  t h e  Vice President,  El Pur0 Alaska Company, Anchorage, Alaska. 

Numerous interviews 

Paul. Chilcote, Senior Long Range Analyst 
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