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I. INTRODUCTION.

Wealth creators in northern North America are not inanimate forests, mines, oil fields fisheries and governments nor animals nor animated political leaders.  True wealth of the North is vested in decisions and conduct of major resource owners, wealth developers and government regimes.  Native
 people and governments, for the most part, are the largest resource owners.  Resource companies
 have the knowledge and capital to convert natural resources into wealth.   Government
 enforces a proper resource extraction process and provides services to all citizens, including resource owners and corporate wealth developers.  If this fundamental proposition is understood and well balanced, citizens, governments, corporations, flora and fauna can prosper.  If imbalanced, like nature herself, the economic environment can become sick and gasp for remediation.

Northern gas pipelines are simply conduits for moving natural gas resources from discovery locations to markets.  Done properly, the wealth created can benefit the resource owners, the resource companies and the government services depending on them while minimizing effects on the natural environment.

Thus, maximizing benefits to parties can occur when the parties recognize their proper roles, work cooperatively and exercise discipline and patience for good of the common goal.  

If a government becomes too greedy and seeks to take too much of the wealth, incentive for resource companies is diminished.  If government regulations are promulgated to excess or administered improperly, corporate incentives are decreased as costs rise.  If companies do not care for cultural values, they will find relationships with both resource owners and governments difficult or impossible.  If resource owners are so egocentric that they ignore corporate cultures and place excessive demands on government, they make themselves more difficult to deal with and a less attractive investment option.

II. ALASKA NATIVE CLAIMS SETTLEMENT ACT 

CLEARED THE WAY FOR ALASKA’S OIL PIPELINE.


Before 1940 Natives were the largest part of Alaska’s population.  The WWII boom increased the growth of transplants and Natives are now a little over 15% of the total population.  In 1957 oil was discovered on Alaska’s Kenai Peninsula, justifying Alaska’s petition to Congress that it be graduated from a Territory into a State, which happened in 1959.  In 1966 the Alaska Federation of Natives (AFN) formed in response to State actions to select Federal lands.  The great Prudhoe Bay oil field was discovered in the winter of 1967-68 and the State lease sale conducted in 1969.  Native, state government and civic leaders succeeded in achieving Congressional passage in December of 1971 of the Alaska Native Claims Settlement Act, agreeing to the transfer of 40 million acres of land and about $1 billion to a dozen Alaska Native Regional Corporations.  Surface land rights were transferred to over 200 Native villages.  ANCSA, as it is known, enabled the passage in the mid-1970s of Trans-Alaska Oil Pipeline enabling legislation.  Alaska Natives are now the largest, private landowners in Alaska. 

III. MACKENZIE DELTA AND PRODHOE BAY PRODUCERS JOIN WITH MAJOR NORTH AMERICAN PIPELINE COMPANIES TO FORM

ARCTIC GAS.








By 1970, the three North Slope Producers-Atlantic Richfield Company (Now Phillips), Exxon, and Sohio (Now BP)-were researching ways of moving large volumes of North Slope natural gas to market.  By 1972, they had joined with Mackenzie Delta Producers of that day-Imperial, Shell, & Gulf-along with over a dozen major pipeline companies in Canada and the U.S.  The Management Committee, like a board of directors, presided over two corporations: Canadian Arctic Gas Study Ltd., and Alaskan Arctic Gas Study Company.  A Chairman and Vice-Chairman supervised a formal study program executed by the Presidents of the respective Canadian and Alaska companies, each with a cadre of employees and contractors.  

In the summer of 1976, the companies were confident and had recreated themselves into Canadian Arctic Gas Pipeline Ltd. and Alaskan Arctic Gas Pipeline Company.  Gas demand was strong.  They had no bias as to route or mode of gas transport and had spent about $250 million researching the route, mode, engineering, archaeological, socio-economic and environmental effects of various alternatives.  Their favored, northern route efficiently moved from Prudhoe Bay East across the Arctic National Wildlife Range (i.e. now a “Refuge”) to the Mackenzie Delta and up the Mackenzie River Valley.  It connected with a Western Leg, flowing through Alberta and British Columbia into PG&E’s Pacific Gas Transmission Company network and an Eastern Leg (Northern Border Pipeline) crossing Alberta and Saskatchewan, terminating south of Chicago.

While confident with having passed the Alaska Natural Gas Transportation Act of 1976 (ANGTA) and receiving positive Federal Power Commission responses to their applications, members knew there were still ‘unknowns’.  Alaska still favored an “All Alaska LNG” system, though by now the FPC had denied El Paso’s application.  However, about two years earlier Arctic Gas members, Northwest Energy Company and Alberta Gas Trunk Line Ltd., had elected to form their own group advocating an Alaska Highway (Alcan) routing for Alaska gas and a Dempster Highway routing for Mackenzie Delta gas.   The National Energy Board embraced Justice Thomas Berger’s recommendation that a ten-year moratorium be applied to a Mackenzie Valley line
.  The 1978, the NEB disapproved Arctic Gas’ application and blessed the Alcan concept whereupon Arctic Gas’ pipeline company members fell into support for Alcan or withdrew.  Project and market economics have held the pipeline in suspension since 1978.  In 2000, gas prices and demand increased as supplies slowed causing new focus on Arctic gas pipeline projects. 

IV. EVOLUTION OF ABORIGINAL INVOLVEMENT IN

GAS PIPELINE PROJECTS.


Arctic gas began pioneering the way toward Native involvement in Arctic industry activity in the early 1970s.  It established a model for contracting with northern villages for support services
.  It supported Native participation in the Arctic Winter Games and the Iditarod Race.  It supported Howard Rock’s Tundra Times newspaper, which had been so instrumental a decade earlier in providing a clarion call in formation of the Alaska Federation of Natives.

In the early 1980s Arco introduced a major oil field contractor to the Villagers of Nuiqsut and a joint venture emerged which won a contract to build the Kuparuk Construction Camp.  Arco encouraged Native joint ventures with drilling contractors, pipeline x-ray companies and camp facilitators.  Other producers initiated similar programs.  Properly managed Native Regional and Village corporations prospered and some have extended their business operations around the United States.  Often the interest of the companies and Native corporations coincided with joint support for political action.  

In the Canadian north, we are seeing the rapid development of Aboriginal First Nations and corporations.  With industry having learned the value in Alaska of joint ventures the same type—and even more variations--of common business ventures are developing and will increasingly thrive as participants learn the value each party brings to the wealth creation table.

VI. CANADIAN & U.S. GOVERNMENTAL DECISIONS.
           

Alaska gas pipeline transportation would not now even be considered had it not been for pivotal, related decisions to settle Alaska Native land claims and, thence, to construct an Alaska oil pipeline.  The 1978 NEB decision prompted the two countries into memorializing the “ANGTA Regime
” and Alcan project by treaty.  With the passage of time, however, new competition has caused the governments to consider again in 2002 routes by which stranded Arctic gas may best reach consumers.  If anything, the air of debate is more complicated and politically charged than in the 1970s era pipeline wars.

VII.
NEW AND OLD COMPETITORS AND ALLIANCES

IN SPRING 2002.


· Project momentum.  Gas pipeline advocates are pushing hard for their constituencies and at this April writing the stars could be lining up for two projects.  The U.S. Senate and Alaska are creating incentives that could enable a feasible highway project.  Northwest Territories leaders are moving smartly ahead on a Mackenzie Delta project.  Common thought several months ago was that two projects could not move together because gas prices worked against economic feasibility of multiple projects, and due to limited pipeline steel production and skilled construction spreads.  The continuing uncertainty of a northern route confused matters further.  But today, project evolution is improving odds for both projects: 

· Most of the Mackenzie Delta production could be absorbed by Alberta oil sands development requirements.  Since Delta gas owners share ownership in oil sands properties, the economics for gas buyer and seller may be more attractive than if ownership were entirely different.  Accordingly, creation of an Alaska project might less affect fundamental economics of a Mackenzie Delta project than some think.

· Projected Lower 48 gas demand and weak supply projections combined with planned expediting legislation, loan guarantees and a gas price floor are working mightily in favor of an Alaska Highway pipeline project.  To that mix, add Alaska’s offer to use the Alaska Railroad Corporation’s special Federal approval for gas pipeline tax-exempt financing.

· Both projects could benefit from ‘pro-pipeline’ Canadian and U.S. Government support also evidenced by Canada’s commitment to a “Cooperation Plan” for coordinating efficient regulatory oversight at Federal and local levels.

· Alaska Native and Canadian Aboriginal interests support gas projects, though in Canada recent court decisions, some unsettled claims and some disunity provide continuing challenges to development.  Most Alaska Highway route claims, however, are now resolved.

· The northern route is a concept without significant momentum.  In this intense, competitive arena, without a strong champion no project can survive.  While some are uncomfortable with Alaska and U.S. Congressional attempts to politically bomb a competitive route out of the free-market water—and with good reason--the reality is that:

· U.S. and Canadian producers have not responded to Arctic Resources Corporation’s (ARC) proposal for a 100% Aboriginally owned, creatively financed project tapping Prudhoe Bay and Mackenzie Delta gas reserves.

· Prudhoe Bay gas producers have studied a different northern route concept than that submitted by ARC--and a southern route--but have not announced their conclusion at this writing that either project is feasible.

· Mackenzie Delta Producers continue extensive study of a ‘Delta Only’ concept with a different formula and concept of Aboriginal participation; while they do not reject the possibility of someday accommodating Alaska reserves, neither do they promote that concept.

· As to the challenge of limited steel and manpower to support two projects, one observer recently said, “That is a problem we’d like to have”.  With project managers focusing on sharing resources and coordinating construction timetables this concern could fall more into the category of a ‘huge challenge’ than a ‘show stopper’.  (Caution:  Experienced contractors and skilled workers are retiring faster than they can be replaced causing a shortage of ‘how-to’ knowledge as well as numbers of workers.)

· Alaska advocates of LNG and GTL projects are active and tenacious but market forces and Congressional action have given them little encouragement.    

· In back rooms, some have speculated that were ANWR hysteria not at such a high level, the 25-year-old on-shore northern route still makes economic, engineering, environmental sense.

· Local and Federal governments in both countries are engaged in the debate. 

· Alaska leaders know that opinion polls reflect absolutely no concern for gas pipeline economic viability and a desire for maximum steel in the state.  They have dutifully adopted an uncompromising position on preferred routes, seeking to kill any competition by constructing legislative barricades.  Some are nervously aware that this high-risk path could also block projects that could partially satisfy the gluttony of a $1 billion/year state operating budget deficit, and create a dangerous precedent for government control of free enterprise—even for those currently benefiting from the legislation.   A year ago, SB 164 sought to derail a northern project while this year’s HJR 44 encourages receptive Washington leaders to do the same.

· British Columbia officials, seeing more advantage from a southern route than a northern route for gas, attend meetings with and discretely support the Alaska legislators.  They are involved in their own controversies trying to enable environmentally sound offshore oil & gas exploration and with Aboriginal First Nations resource and sovereignty issues.

· Alberta.  Since most Arctic gas projects would support the Province’s economic growth goals, bitumen production and particularly its thirsty petrochemical industry, its leaders have adroitly encouraged various projects offering Alberta rights-of-way. 

· Yukon Territory leaders are struggling to develop a robust oil & gas industry by making exploration opportunity available and enthusiastically supporting a southern route for Alaskan gas.  The sophisticated leadership supports Alaska’s position of advocating the southern route for Alaska gas and a separate pipeline for Mackenzie Delta gas.  

· Northwest Territories governmental leadership articulately supports a Mackenzie Valley Pipeline.  As to the concept of also providing access to Alaska gas down a northern route corridor the leaders urge the private sector, not the government, to make decisions.  Aboriginal leadership has rallied around a joint Mackenzie Delta producer (66 2/3%) and Aboriginally owned (33 1/3%) Mackenzie Delta pipeline that could monetize Canadian royalty gas while supporting Canadian demand, and Alberta oil sands development projects.  A university study released this month foresees project economic impact of over $75 billion.

· Canadian Federal Government leaders have, like the N.W.T., supported the Mackenzie Delta project and have created a “Cooperation Plan” draft for expediting construction of northern pipelines by coordinating agency regulatory oversight at various levels of government.  Likewise, they remain neutral as to a route for Alaska gas believing industry should make the final decision on economic grounds.

· The U.S. Congress.  The House of Representatives, at the urging of Congressman Don Young, has included a northern route prohibition in H.R. 4, the House version of President Bush’s energy bill.  Senate Majority Leader Tom Daschle, announcing his support for Alaska Governor Tony Knowles and Lieutenant Governor Fran Ulmer, has added and/or plans to add various additional ‘Alaska Friendly’ amendments to the Senate version (S.517), including a northern route prohibition.  Work on the bill is scheduled to end this week.  In one interesting moment, Republican U.S. Senator Frank Murkowski—whose major Democrat opponent in the Fall elections for Governor is Ulmer--was fast to compliment Daschle for the Alaska provisions, then introduced his own updated gas pipeline amendments on the eve of the Easter Recess.  U.S. Senator Ted Stevens issued a statement on March 6 saying, “That line will go east over my dead body and I’m not ready to leave this world.”   Daschle’s bill (i.e. dubbed the “Energy Policy Act of 2002”) with Murkowski’s additions includes expediting elements desired by various Alaska North Slope oil producers.  Senators are now seeking to enhance project economics by including a federally guaranteed gas price floor, which could make nearly any pipeline project economically feasible.
· The U.S. Administration has agreed until now with the Canadian Federal position, remaining neutral as to the routing for Alaskan gas.  If it meets his major criteria, however, the President seems likely to sign a Congressional energy package with or without language prohibiting a particular Alaska gas pipeline route.
VII. A LOOK AT SUBTLE POLITICAL INFLUENCES.

Because they are so large, Arctic gas pipeline projects are complex.  Because of competing interests, project complexity is multiplied.  Because of this web of complexity, opportunity for political juggernaut is great and for pressures arising from unrelated stakeholders working on unrelated issues.  Thus, we hear rumored threats to gas pipeline progress when various contentious issues arise:

· U.S. establishes tariffs on Canadian softwood.

· Alaska Legislature bans northern gasline route.

· Alaska seeks Congressional ban on northern gasline route.

· In Haida decision, Canadian court establishes Aboriginal rights on lands claimed but not transferred.

· Some Canadian First Nations have resisted particular pipeline rights-of-way through their lands.

VIII. CURRENT PROJECT STATUS.


Mackenzie Delta Producers are aggressively assessing feasibility of their project with their Aboriginal partners.  Alaska North Slope Natives have expressed opposition to the northern, submarine route, for fear of negative effects on whaling, though an on-shore route could benefit them were it possible.  Prudhoe Bay Producers have completed a diligent feasibility study of northern and southern routes but announced as yet that neither is feasible.  They have said they need an economic project, Congressional expediting legislation and Alaska fiscal certainty.  If Congress establishes a floor price for gas, it is likely that the Congressional package will provide both the expediting and economic features required.  Alaska fiscal certainty is more difficult since the State has not yet been able to agree on a plan to relieve itself of a $1 billion annual operating deficit and savings accounts will be depleted by Fall 2004.  Alaska has plenty of options, with a multi-billion “Permanent Fund”, no statewide sales or income taxes.  Yet, the same producers who endured annual tax increases during the 1970s know that even if some assurance is given on gas pipeline tax stability, there are other ways to tax.  Indeed, a reserves tax bill has been introduced which could provide the state most of its fund deficit by later in the decade, minimizing taxes on citizens but rendering the state less investor friendly.

IX. NORTHERN GAS PIPELINE(S) FUTURE.

The Mackenzie Valley Pipeline seems to have momentum but not without challenges discussed above.  Freeing Alaska gas is less certain.  Prospects for delay discussed herein could cause sufficient delay for a successful GTL alternative to emerge in 4-6 years.  A worldwide conference on the subject convened at Alyeska Resort in Anchorage last summer, with industry scientists from everywhere agreeing that the technology is more closely approaching economic feasibility every year.  This option would enable ‘clean diesel’ to move down the Trans-Alaska Oil Pipeline
 in solution or in batches, eliminating the political controversies attached to gas pipeline route decisions.  Alaska LNG advocates continue pressing for realization of their project which has the challenge of competing with Pacific Rim tidewater gas in many locations that need not support the expense of an 800 mile pipeline from the wellhead.  If one or more northern pipelines are delayed, some will say the resource can be saved for the next generation.  Industry experts, however, say that developing projects now will stimulate more exploration and development in ways that will benefit future generations as well as the current one.

X. OPPORTUNITY/RESPONSIBILITY FOR ABORIGINAL

CORPORATIONS AND LOCAL GOVERNMENTS.


Those who wish to see complex Arctic gas projects materialize in this generation will seek the lowest common denominator in negotiations: the scenario that perhaps provides 100% happiness to none but benefits the countries the most.  Specific responsibilities are vested in major resource owners, wealth developers and regulatory regimes:

· The Native landowners who wish to preserve a lifestyle but improve a way of life through wise management of resources.  Just as they expect the outside world to respect their cultures when visiting, so will they more and more effectively learn to swim in the culture of corporations.

· Oil & gas companies, while upholding major profit responsibilities to shareholders, will know more and more that this is best done by sensitively and responsibly communicating with government regulators and private landowners.

· Governments will learn more and more that for every action there is a reaction.  Honorable communications with corporations and landowners produce more investment and economic activity.  An overbearing, arbitrary attitude deflects investors to friendlier environments.

In political circles it is often said that, “He who has the gold makes the rules”, at least in the short run.  Wisdom, however, teaches that the time honored “Golden Rule” assures more long-term success for gas pipelines and other projects great and small.
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(Reference: Some of the notes for this paper were prepared using an article the author published in the April 16, 2002 edition of Alaska Oil & Gas Reporter.)

� Indigenous people in Alaska are known as Alaska Natives: primarily Eskimo, Aleut and Indian.  In Canada’s North, first peoples are often called Aboriginals.  In this paper, the term “Native People” will sometimes refer to descendants of first peoples in either or both countries.


� While North America’s largest fishery, largest diamond mines, largest oil field and most abundant forests are located in the North, this paper addresses wealth creators of the oil industry.


� Government usually plays multiple roles of landowner, lawmaker, regulator and judicial enforcer.


� One must realize that Aboriginal land claims were not settled in Canada in contrast to Alaska Native land claims successes across the border.


� Paying villages for providing transportation, food, shelter, casual labor and local knowledge to scientists engaged in environmental, archaeological studies was both novel and effective. 


� A term referring to the Alaska Natural Gas Pipeline Act of 1976, earlier discussed.


� From its production high of over 2 million barrels/day, the line has spare capacity, now transporting fewer than 1 million.
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