

Cost Analysis of New Pipeline Project
Cost scenarios
Stacy Henderson

The first option for the new pipeline using only BLM at a cost of $480,000/mile is to head due east for 8 miles, due south for 16 miles, and then due east for 40 miles.
The cost of the first option will include be $480,000/mile*64 miles.  The total cost using this option will be $30,720,000.
The next option available is to head due east through the mountain for 32 miles, then due south for 16 miles. The cost to go through the mountain and using only BLM land will be $480,000/mile, a one-time cost of $4,500,000, an environmental study estimated to be $600,000, an 8 month delay that will cost $100,000 per month. These additional costs add up to $5,900,000. This option will go across 48 miles of BLM land. Therefore our total cost for this option will be (48*$480,000) + $5,900,000 = $28,940,000.
Our third option is to run the pipeline in a straight line from the well to the refinery crossing the private land in the middle.  Triangulating the distance, I get that we would have to build pipeline across √162+322 (approximately 35.7771) miles of private land.  On top of the $480,000/mile base cost for pipeline, we will incur an additional $360,000 per mile for right-of-way fees using this option.  The cost of this option is $30,052,754. 
Finally I evaluated the cost of using both BLM and private land to calculate a potentially cheaper cost.  Using the function $840,000√ (162 + x2) + $480,000(32 – x) we can then calculate the distance from the well the pipeline will intersect BLM land.  The best scenario for this is that the pipeline will run from the well, diagonally southeast for 16.060 miles at which point it intersects the BLM land 20.859 miles due west of the refinery. The cost of the 16.060 miles of pipeline across private land will be $13,490,812.  The cost to run the pipeline across the remaining BLM land will be $10,012,334.  The total cost for using both private and BLM land in this manner is $23,503,146.  
Based on these numbers, my recommendation is to use both private and BLM land to run our pipeline from the well to the refinery using the information in the final option given.
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