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M E M B E R S  P R E S E N T

S e n a t o r  F a h r e n k a m p ,  C h a i r  S e n a t o r  P. F i s c h e r
S e n a t o r  Zi e g l e r ,  V i c e  C h a i r  S e n a t o r  V. F i s c h e r
S e n a t o r  E l i a s o n  S e n a t o r  S t u r g u l e w s k i

C A L E N D A R

S B  216 A n  A c t  r e l a t i n g  to m i n i n g  lease loc a t i o n s .

SB 11 An A c t  m a k i n g  s p e c i a l  a p p r o p r i a t i o n s  to the A l a s k a
P o w e r  A u t h o r i t y ;  a n d  p r o v i d i n g  for an e f f e c t i v e  
date.

S J R  24 R e q u e s t i n g  t h a t  A l a s k a  be e x e m p t e d  f r o m  l e g i s l a t i o n
a l l o w i n g  a b r o g a t i o n  of e x i s t i n g  n a t u r a l  g a s  
c o n t r a c t s .

O v e r s i g h t  h e a r i n g  on AS 4 6 . 1 5 . 1 4 5 ,  r e s e r v a t i o n  o f  i n s t r e a m  
w a t e r ;  and p r o p o s e d  D N R  r e g u l a t i o n s .

SB 216

S e n a t o r S t u r g u l e w s k i  m o v e d  to c o n s i d e r  the c o m m i t t e e  s u b s t i­
tute for SB 216.

B o b  A r n o l d , D e p u t y  C o m m i s s i o n e r  o f  the D e p a r t m e n t  of N a t u r a l  
R e s o u r c e s ,  sa i d  the e x t e n s i o n  of ti m e  for l e a s e  hold l o c a t i o n s  
is n e e ded, and is s u p p o r t e d  b y  t h e  m i n i n g  c o m m u n i t y .

P h i 3. Iloldsworth, r e p r e s e n t i n g  the A l a s k a  M i n e r s  A s s o c i a t i o n ,  
c o n c u r r e d  'with t h e  c o m m i t t e e  s u b s t i t u t e .
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S e na o r  S t u r g u l e w s k i  m o v e d  t h e  c o m m i t t e e  s u b s t i t u t e  w i t h  
i n d i v i d u a l  r e c o m m e n d a t i o n s ,  s u b j e c t  to a t i t l e  c h a n g e .  T h e  
m o t i o n  p a s s e d  w i t h o u t  o b j e c t i o n .

SB 1 :.

S e n a t o r  F a h r e n k a m p  n o t e d  t h a t  m a r k - u p  w o r k  is b e i n g  d o n e  o n  SB
11, a n d  t h a t  she d i d  n o t  p l a n  to m o v e  the b i l l  th i s  date.

S e n a t o r  E l i a s o n  o f f e r e d  t w o  a m e n d m e n t s  to SB  11: $ 3 , 0 7 4 , 0 0 0
for t h e  P e l i c a n  h y d r o e l e c t r i c  p r o j e c t ,  a n d  $130, <~)00 for a loan 
t o  the C i t y  of  T h o r n e  B a y  for a h y d r o  f a c i l i t y .

S e n a t o r  Z i e g l e r  r e q u e s t e d  t h a t  s t a f f  r e p o r t  on t h e  s t a t u s  of 
t h e  T y e e  a n d  S w a n  L a k e  p r o j e c t s .

S e n a t o r  V. F i s c h e r  s u b m i r t e d  t h r e e  p r o p o s e d  a m e n d m e n t s :  $2.9
m i l l i o n  for a f e a s i b i l i t y  s t u d y  o f  the C h a k a c h a m n a  h y d r o  
p r o j e c t ,  $1.6 m i l l i o n  for o t h e r  r a i l b e l t  e n e r g y  s t udies, a n d  a
r e d u c t i o n  f r o m  $22 m i l l i o n  to $ 1 7 . 5  m i l l i o n  for S u s i t n a  
s t u d i e s  a n d  l i c e n s i n g .

S J R  24

J i m  P a l m e r , C o m m i t t e e  staff, s a i d  the r e s o l u t i o n  a d d r e s s e s  a 
b i l l  b e f o r e  the US S e n a t e  w h i c h  w o u l d  d e r e g u l a t e  the n a t u r a l  
g a s  i n d u s t r y .  A l a s k a  has l i t t l e  a b i l i t y  to c o m p e t e  a m o n g  
p i p e l i n e s ,  a n d  ;f the s t a t e  is r e q u i r e d  to r e n e g o t i a t e  c o n­
tra c t s ,  the p r i c e  oi energ* t o  c o n s u m e r s  m a v  incre'.se o v e r  
I P O S .

S e n a t o r  V_. F i s c h e r  m o v e d  S J R  24 w i t h  i n d i v i d u a l  r e c o m m e n d a­
tions. T h e r e  b e i n g  no  o b j e c t i o n ,  the m o t i o n  passed.

O v e r s i g h t  H e a r i n g  on R e s e r v a t i o n  o f  I n s t r e a m  W a t e r

T o m  H a w k i n s , d i r e c t o r  o f  the D i v i s i o n  o f  L a n d  a n d  Wa t e r ,  
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 ,  r e f e r r e d  to  a m e m o r a n d u m  
p r e p a r e d  b y  his d i v i s i o n .  T h e  D e p a r t m e n t  s u p p o r t s  t h e  g o a l s  
o f  the .instream f l o w  l a w  and r e g u l a t i o n s .  He e x p l a i n e d  t h e  
n e e d  for t h e  1980 a m e n d m e n t s  and s t a t e d  t h a t  the D N R  r e g u l a­
t i o n s  w o u l d  a l l o w  a d j u d i c a t i o n  of  f e d e r a l  r e s e r v e d  w a t e r  
r i g h t s  by t h e  state. H a w k i n s  e x p l a i n e d  the m i n e r s ’ c o n c e r n s  
v/ith the r e g u l a t i o n s ,  a n d  w h y  the d e p a r t m e n t  f e l t  t h e i r  
c o n c e r n s  w e r e  p r o b a b l y  u n f o u n d e d .

J o e  C l a d o u h o s , D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n ,  
r e f e r r e d  to the d e p a r t m e n t’s p o s i t i o n  p a p e r ,  w h i c h  h a d  b e e n  
s u b m i t t e d  to  the c o m m i t t e e .  The d e p a r t m e n t  s u p p o r t s  the 
r e g u l a t i o n s .

B r u c e  B a k e r , of  the H a b i t a t  D i v i s i o n  of the D e p a r t m e n t  o f  F i s h  
a n d  G ame, s t a t e d  th a t  t h e  r e g u l a t i o n s  are e s s e n t i a l  to m a i n ­
ta i n  s t r e a m  f l o w s  and for fish h a b i t a t  and p r o d u c t i o n .  He
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f u r t h e r  s t a t e d  t h a t  t h e  r e g u l a t i o n s  w o u l d  h e l p  t h e  D e p a r t m e n t  
to  a c c u r a t e l y  d e v e l o p  s t a t i s t i c s  a n d  t e c h n i q u e s  for m e a s u r i n g  
s t r e a m  c o n d i t i o n s ,  w h i c h  w o u l d  be u s e f u l  in d e v e l o p i n g  p r o­
p o s a l s  to D N P  for w a t e r  f l o w  r e s e r v a t i o n s .

T o m  K o e s t e r ,  A s s i s t a n t  A t t o r n e y  G e n e r a l ,  d i s c u s s e d  t h e  c o n­
f l i c t i n g  v i e w s  o f  t h e  R e a g a n  a n d  C a r t e r  a d m i n i s t r a t i o n s  o n  
f e d e r a l  w a t e r  r i g h t s  a n d  s t a t e d  t h a t  the p r o p o s e d  r e g u l a t i o n s  
w o u l d  g i v e  the d e p a r t m e n t  the r i g h t  to a d j u d i c a t e  w i t h  the 
f e d e r a l  g o v e r n m e n t  t o  d e t e r m i n e  t h e  a m o u n t  of  w a t e r  n e c e s s a r y  
tc f u l f i l l  f e d e r a l  needs.

P h i l  H o l d s w o r t h , A l a s k a  M i n e r s  A s s o c i a t i o n ,  n o t e d  the s t r e a m  
r e c l a s s i f i c a t i o n  p r o c e s s  t h e  D e p a r t m e n t  of F i s h  & G a m e  c o m­
p l e t e d  in c o m p l i a n c e  w i t h  the c u r r e n t  s tatute. H o l d s w o r t h  
s a i d  t h e  m i n e r s  are c o n c e r n e d  w i t h  the A t t o r n e y  G e n e r a l ' s  
i n t e r p r e t a t i o n  o f  " p e r s o n "  in t h e  c u r r e n t  s t a t u t e .  He f u r t h e r  
s t a t e d  t h a t  the m i n e r s  feel t h e  f o u r  c a t e g o r i e s  in the c u r r e n t  
s t a t u t e  u s e d  to a p p l y  for a r e s e r v a t i o n  are too r e s t r i c t i v e  as 
t h e y  d o  n o t  m e n t i o n  h y d r o e l e c t r i c  or  o t h e r  i n d u s t r i a l  uses.

Al  S t e i n , U n i t e d  S o u t h e a s t  A l a s k a  G i l l n e t t e r s  A s s o c i a t i o n ,  
e x p r e s s e d  s u p p o r t  for the r e g u l a t i o n s ,  as the s t r e a m s  are the 
i n d u s t r i a l  b a s e  o f  the f i s h i n g  i n d u s t r y .

T o m  K o e s t e r  e x p l a i n e d  the A t t o r n e y  G e n e r a l ' s  i n t e r p r e t a t i o n  of 
" p e r s o n "  as a q u e s t i o n  of  w h a t  r i g h t  is b e i n g  c o n v e y e d :  
w h e t h e r  it is a r e s e r v a t i o n  b e l o n g i n g  to an i n d i v i d u a l  or  a 
r e s e r v a t i o n  t h a t  r e s i d e s  in the p u b l i c  i n t e r e s t .  He s t a t e d  
t h a t  h y d r o e l e c t r i c  d e v e l o p m e n t  a n d  i r r i g a t i o n  w o u l d  b e  d i v e r­
s i o n a r y  uses, w h i c h  a r e  n o t  a d d r e s s e d  in the 1980 a m e n d m e n t s .  
R a t h e r ,  the a m e n d m e n t s  c r e a t e  an a d d i t i o n a l  c o m p e t i n g  u s e  of 
w a t e r  b y  a l l o w i n g  for r e s e r v a t i o n  o f  i n s t r e a m  flow. He 
c o n c l u d e d  b y  e x p x a i n i n g  the S t a t e ' s  p r i o r  a p p r o p r i a t i o n s  
d o c t r i n e ,  w h i c h  g r a n t s  p r i o r i t y  t o  the f i r s t  p e r m i t  g r a n t e d .

J a w  N e l s o n , A l a s k a  E n v i r o n m e n t a l  Lo b b v ,  s a i d  the e n v i r o n m e n t a l  
c o m m u n i t y  s u p p o r t s  the l e g i s l a t i o n  a n d  the r e g u l a t i o n s .

T h e  m e e t i n g  w a s  a d j o u r n e d  at 4:16 p.m.
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D e t a i l s  of t h e  R e a g a n  P l a n .  ( T a k e n  f r o m  T h e  C o n g r e s s i o n a l  

Q u a r t e r l y ,  M a r c h  5, 1 9 8 3 ) .

D E R E G U L A T I O N :  A f t e r  e n a c t m e n t  o f  t h e  b i l l ,  t h e  p r i c e  o f  g a s  in

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

w o u l d  b e  d e r e g u l a t e d ,  so  a n y  p r i c e  c o u l d  b e  s e t  f o r  t h e  g a s .

F o r  c o n t r a c t s  t h a t  w e r e  n o t  r e n e g o t i a t e d ,  a c e i l i n g  p r i c e  o f  

g a s  w o u l d  r e m a i n .  T h e  c e i l i n g  w o u l d  b e  t h e  l o w e r  o f:  1) 

t h e  r e g u l a t e d  p r i c e  u n d e r  t h e  1 9 7 8  N a t u r a l  G a s  P o l i c y  A c t  

o r  2) t h e  " g a s  c a p "  w h i c h  t h e  b i l l  d e f i n e s  a s  t h e  a v e r a g e  

p r i c e  f o r  g a s  i n  n e w  a n d  r e n e g o t i a t e d  c o n t r a c t s .

O n  J a n u a r y  1, 1 9 8 5 ,  a n y  c o n t r a c t  t h a t  h a d  n o t  b e e n  r e n e g o t i a t e d  

c o u l d  b e  b r o k e n  b y  e i t h e r  t h e  p r o d u c e r  o r  t h e  p i p e l i n e .

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

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

t r a n s p o r t i n g  t h e  g a s .

C O N T R A C T  A D J U S T M E N T S :  " T a k e  o r  p a y "  r e q u i r e m e n t s  i n  c o n t r a c t s ,

w h i c h  f o r c e  p i p e l i n e  c o m p a n i e s  t o  b u y  a s  m u c h  a s  9 0  p e r c e n t  

o f  t h e  c o n t r a c t e d  a m o u n t  o f  g a s  e v e n  if t h e y  h a v e  n o  n e e d  

f o r  i t, c o u l d  i m m e d i a t e l y  b e  r e d u c e d  to 70 p e r c e n t .  T h e  

p i p e l i n e s  w o u l d  b e  r e q u i r e d ,  h o w e v e r ,  to t r a n s p o r t  t h e  g a s  

n o t  t a k e n  to  a n o t h e r  b u y e r , c h a r g i n g  a n  a p p r o p r i a t e  r a t e  

f o r  t r a n s p o r t a t i o n .  Thit. o p t i o n  w o u l d  e x p i r e  o n  J a n u a r y  1,

1 9 8 6  .

E s c a l a t o r  c l a u s e s  i n  c o n t r a c t s ,  w h i c h  p r o v i d e  f o r  a u t o m a t i c  

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

t h e y  c o u l d  n o t  r i s e  h i g h e r  t h a n  t h e  " g a s  c a p "  as d e f i n e d  

a b o v e .  T h i s  l i m i t a t i o n  w o u l d  e x p i r e  J a n u a r y  1, 1 9 8 6 .

C O N S U M E R  P R O T E C T I O N :  I n t e r s t a t e  p i p e l i n e s  n o  l o n g e r  c o u l d

a u t o m a t i c a l l y  p a s s  t h r o u g h  to  c o n s u m e r s  t h e  c o s t  o f  g a s  t h e y  

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

L a r g e r  i n c r e a s e s  w o u l d  h a v e  to b e  a p p r o v e d  b y  t h e  F e d e r a l  

R e g u l a t o r y  C o m m i s s i o n  ( F E R C )  a f t e r  a p u b l i c  h e a r i n g .

P r i c e s  f o r  " d e e p "  g a s  t h a t  is a l r e a d y  d e r e g u l a t e d  w o u l d  b e  

f r o z e n  u n t i l  J a n u a r y  1, 1 9 8 6 ,  u n l e s s  t h e  " g a s  c a p "  r o s e  

a b o v e  t h e m .

O T H E R  P R O V I S I O N S :  T h e  b i l l  w o u l d  r e p e a l  t h e  a u t h o r i t y  in N G P A  

t h a t  a l l o w s  t h e  P r e s i d e n t  to r e i m p o s e  c o n t r o l s  if g a s  p r i c e s  

r i s e  r a p i d l y .  It a l s o  w o u l d  r e p e a l  t h e  1 9 7 8  F u e l  U s e  A c t  

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

soinc* o t h e r  p u r p o s e s ,  a n d  it w o u l d  e n d  t h e  i n c r e m e n t a l  

p r i c i n g  p r o g r a m ,  w h i c h  w a s  d e s i g n e d  to m a k e  i n d u s t r y  p a y  

m o r e  t h a n  i t s  s h a r e  of t h e  c o s t s  i n v o l v e d  in t r a n s m i t t i n g  

a n d  d i s t r i b u t i n g  g a s .
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GAS DE RE GULATION MA R KE T -O U T IMPACTS 

ON A L AS K A UTILITY CONSUMERS

M ar ch  17, 1983

As suming e xi sting natu ra l gas contracts are abrogated effective Jan ua ry  1, 1985, as provided in the Regan A d m i n i s­

tration's gas de re gulation bill, and assuming the subjecc gas was reoffered at $3.30/mcf*, the following impacts 
are projected to occur:

Estimated 1985 Gas Costs Estimated 
U tility 1982 Gas Consumption 1982 Gas Costs Under Market-Out______  Rate Increase

Cliugach El ectric Assoc., Inc. 24.3 billion cubic feet $11 million $ 81 million 100 percent

Anchorage Muni ci pa l Light & 6.7 billion cubic feet $ 6 mil li on $ 23 million 50 percent
Power Department

$21.2 million $ 47.5 million 100 percent

Enstar Natural Gas 36 billion cubic. feet

To ta l $38.2 m./ llion $151.5 million

The above figures assume gas consumption at 1982 levels, and do not include generation facilities at Elmendorf Air 

Force Base and Ft. Richardson. The power plants at each of the two military installations use natural gas as a 

primary generation fviel.

With the impending construction of a first-ever elactric transmission line between Anchorage and Fairbanks, Interior 

Alaska utilities also will be adversely affected. Fairbanks area electric utilities plan to "import" cheaper, gas- 

fired generation from the Anchorage area. If cost of Anchorage area gas increases dramatically as the result of 

abrogated contracts, the F airbanks area's long awaited potential for cheaper power will be obviated.

*$3.30/mcf is an assumed price for domestic gas in 1985. It is probably a conservative assumption, 
since the current na ti on a l average price for new gaB is $3.30/mcf.
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F A C T  S H E E T  

A l a s k a  N a t u r a l  G a s  M a r k e t

C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  Inc., A n c h o r a g e  M u n i c i p a l  L i g h t  
& P o w e r  D e p a r t m e n t ,  E n s t a r  N a t u r a l  Gas, t h e  Ft. R i c h a r d s o n  
E l e m e n d o r f  A i r  F o r c e  B a s e  p o w e r  p l a n t s  a n d  K e n a i  U t i l i t y  
S e r v i c e s ,  I n c . , w o u l d  b e  d i r e c t l y  a n d  v e r y  a d v e r s e l y  i m p a c t e d  
b y  t h e  " m a r k e t - o u t "  p r o v i s i o n  ( S e c t i o n  316) in t h e  Na ;ural 
G a s  C o n s u m e r  R e g u l a t o r y  R e f o r m  A m e n d m e n t s  of ]983 (S. 615).

B a r r o w  U t i l i t i e s  m i g h t  a l s o  b e  s e v e r e l y  i m p a c t e d .  T h a t  
u t i l i t y ,  u n d e r  the a e g i s  of t h e  N o r t h  S l o p e  B o r o u g h ,  p u r c h a s e s  
n a t u r a l  g a s  f r o m  t h e  U . S .  D e p a r t m e n t  of t h e  I n t e r i o r .  T h e  
ga s ,  f r o m  P e t r o l e u m  R e s e r v e  No. 4, is s o l d  to B a r r o w  U t i l i t i e s  
a t  b e l o w  p r o d u c t i o n  c o s t .

T h e  p i p e l i n e  s y s t e m  w h i c h  t r a n s p o r t s  f r o m  t h e  K e n a i  P e n i n s u l a  
t o  E n s t a r  in A n c h o r a g e  is o w n e d  b y  t h e  A l a s k a  P i p e l i n e  C o m p a n y  
T h e  l a t t e r  is a w h o l l y  o w n e d  s u b s i d i a r y  o f  E n s t a r ,  w h i c h  in 
t u r n  is a d i v i s i o n  of  A l a s k a  I n t e r s t a t e  o f  H o u s t o n .

T h e  C o o k  I n l e t  g a s  w h i c h  is e x p o r t e d  t o  J a p a n ,  v i a  t h e  K e n a i  
l i q u i f a c t i o n  p l a n t ,  is 7 0  p e r c e n t  P h i l l i p s  and 30 p e r c e n t  
M a r a t h o n .  T h o s e  t w o  p r o d u c e r s  e x p o r t  t h e  g a s  t h e m s e l v e s ;  it 
is n o t  r e s o l d  foi e x p o r t .

U n i o n  o w n s  t h e  C o l l i e r  u r e a  p l a n t  n o r t h  of K e n a i ,  and u s e s  
i t s  o w n  C o o k  I n l e t  g a s  a s  f e e d s t o c k  in t h a t  plant.

T e s o r o  b u y s  p r o c e s s  g a s  f o r  i t s  N i k i s k i  r e f i n e r y  f r o m  ! h i l l i p s

C h e v r o n  U S A  u s e s  i t s  o w n  K e n a i  f i e l d  g a s  for its N i k i s k i  r e­
fi n e r y .  A d d i t i o n a l l y  f o r  t h a t  r e f i n e r y ,  C h e v r o n  b u y s  a v e r y  
s m a l l  a m o u n t  of g a s  f r o m  E n s t a r .

f“ f o w \  C i i o c i j A f c l ^  c—
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W h e r e a s  the p r o p o s e d  f e d e r a l  " N a t u r a l  G a s  C o n s u m e r  R e g u l a t o r y
R e f o r m  A m e n d m e n t s  of 1 9 8 3 "  (S 615) w o u l d  b r i n g  a b o u t  n a t u r a l  
g a s  d e r e g u l a t i o n  and w i t h  it t h e  d e s i r a b l e  o b j e c t i v e s  of 
n a t u r a l  g a s  p r i c e  s t a b i l i t y ,  p r u d e n t  r e s o u r c e  d e v e l o p m e n t  
and c o n s u m e r  p r o t e c t i o n ;

W h e r e a s  l o c a l  i n e q u i t i e s ,  w a r r a n t i n g  i m m e d i a t e  r e c t i f i c a t i o n ,  
c a n  o c c u r  in s u c h  w i d e - r a n g i n g  l e g i s l a t i o n  as S 615;.

W h e r e a s  m o r e  t h a n  h a l f  of A l a s k a ' s  p o p u l a t i o n  is d e p e n d e n t  on 
e l e c t r i c  e n e r g y  g e n e r a t e d  by  l o w  c o s t  n a t u r a l  g a s  u n d e r  
e x i s t i n g ,  l o n g - t e r m  c o n t r a c t s  n e g o t i a t e d  at a r m ' s  l e n g t h  
and in g o o d  fa i t h ;

W h e r e a s  A l a s k a ' s  e l e c t r i c  and n a t u r a l  g a s  u t i l i t i e s - - l a c k i n g  
a c c e s s  to t h e  i n t e r s t a t e  g a s  p i p e l i n e  s y s t e m s  t a k e n  for 
g r a n t e d  in v i r t u a l l y  e v e r y  o t h e r  s t a t e - - d o  not h a v e  the 
a b i l i t y  to " s h o p  a r o u n d "  for a l t e r n a t e  g a s  s u p p l i ^ i

W h e r e a s  the a b r o g a t i o n  of e x i s t i n g  g a s  s u p p l y  c o n t r a c t s  c o u l d
h a v e  d e v a s t a t i n g  i m p a c t s  o n  the u t i l i t y  r p t e s  o f  m o s t  A l a s k a  
c o n s u m e r s  a l r e a d y  f a c e d  w i t h  h i g h  l i v i n g  c o s t s ;

W h e r e a s  S 6 1 5  c o n t a i n s  a " m a r k e t - o u t "  p r o v i s i o n  (Sec. 316) that 
w o u l d  a l l o w  a b r o g a t i o n  of e x i s t i n g  n a t u r a l  g a s - s u p p l y  
c o n t r a c t s  e f f e c t i v e  u p o n  4 3  d a y ^  n o t i c e  b y  the a b r o g a t i n g  
p a r t y ;

Be it R e s o l v e d  t h a t  A l a s k a  b e  e x e m p t e d  f r o m  S e c t i o n  3 1 6  of S 6 15, 
and t h a t  A l a s k a ' s  C o n g r e s s i o n a l  D e l e g a t i o n  and the L e g i s l a­
t i v e  and E x e c u t i v e  B r a n c h e s  of the A l a s k a  S t a t e  G o v e r n m e n t  

m a k e  e v e r y  e f f o r t  to s e c u r e  s u c h

?  a \  'ft C.

L * G O
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98 t h  C O N G R E S S  
1s t  S e s s io n

To cover deficiencies in the Natural 'a s  Policy Act of 1978, to protect natural 
gas consumers from price increases because of current distortions in the 
regula ted market for natural gas, to provide for a free market for natural 
gas , to permit natura l gas contrac ts to re l i e d  the change from a regulated to 
a free marke t, to eliminate incremental pricing requirements for natura l gas, 
to elim inate certain fuel m e  restrictions, and for o the r purposes.

IN  T H E  SE N A T E  OF T H E  U N ITED  STA TES
F k h im ’a k y  28 ( le g i s la t i v e  d a y ,  I ' k h k i ’a k v  28). 19H3

.Mr. .MoC ij hk introduced the following hill; which was read twice and referred to 
the Committee on Energy and Natural Resources

A BILL
To cover deficiencies in the Natural Gas Policy Act of 1!)78, to 

protect natural gas consumers from price increases because 
of curren t distortions in the regulated market for natural 
gas, to provide for a free market for natural gas, to permit 
natural gas contracts to reflect the change from a regulated 
to a free market, to eliminate incremental pricing require­
ments for natural gas, to eliminate certain fuel use restric­
tions, and for other purposes.

1 l ie  it enacted by the Senate and  House of Ilepresenta-

2 lives of the United S tates of America in Conyress assembled,

3 T ha t this Act mav he cited as the “Natural Gas Consumer
» %

4 Regula tory Reform Amendments of 1983”.
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1 “(e) C a s in g h e a d  Natu r a l  G a s .— This section shall

12 not apply to casinghead natural gas.

3 “(0 Co n tr a ct s  Covering  More  T han  One  Ca t e -

4 g o r y  o f  N a t u r a l  G a s .— For purposes of this section, any

5 contract establishing two or more categories of natural gas

6 for purposes of pricing the natural gas delivered under the

7 contract shall be treated as separate contracts for each such

8 ca tego ry .’’.

9 (b) The table of contents of the Natural Gas Policy Act

10 of 1978 (15 U .S.C . 3301 note) is amended bv s triking the

11 item relating to section 315 and inserting in its place the

12 following:
"See. 315. Imposition of Taki'-or-Pny Limits.".

13 M A R K E T - O U T  PROVISION

14 S e c . 303. (a) Title 111 of the Natural Gas Policy Act of

15 1978 (15 U .S .C . 3361-3375) is amended by adding a new

16 section 316 to read as follows:

17 "SEC. 316. M A R K E T - O U T  PROVISION.

18 “(a) G e n e r a l  R u l e .— Beginning Janua ry  1, 1985,

19 either party  to a  contract for the first sale of natural gas

20 which was in effect on the date of enactment of the Natural

21 Gas Consumer Regulatory Reform Amendments of 1983 and

22 which con tract was not thereafter amended shall have the

23 right to term inate the contract under the following

24 conditions:

16
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1 “(1) the party wishing to term inate the contract

2 must give notice to the o ther party between November

3 16, 1984, and November 15, 1985, and a t least fortv-

4 • five days in advance, tha t the contract is to be

5 term inated;

6 “(2) the party giving notice of termination does

7 not materially breach the contract a t any time prior to

8 . the end of the notice period; and

9 “(3) the party  giving notice of termination must

10 offer to the other party a full and unconditional release

11 from all future duties and obligations in contract or in

12 law relating to the contract, which release is effective

13 upon termination of the notice period.

14 “(b) E f f e c t  o f  S e c t i o n  315 R e d u c t i o n .— A  reduc-

15 tion of a take-or-pay obligation pursuan t to section 315 of

16 this Act shall not be considered an amendment for purposes

17 of subsection (a.* of this section.

18 “(c) O b l i g a t i o n s  o f  P a r t i e s  U p o n  T e rm in a -

19 t i o n .— Neither party to a contract terminated pursuan t to

20 this section shall have an obligation to perform any act be-

21 cause of the contract on and after the effective date of the

22 term ination of the contract, except tha t a  party tha t has re-

23 ceived a good or service under the contract before the effec-

24 tive date of its termination shall have a duty to pay for tha t

25 good or service as provided for in the c o n tn c t  and tha t a

17

S 615 I S  3
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1

2
3

4

5

6

7

8
9

10
11
12
13

14

15

16

17

18

19

20
21
22
23

24

party  tha t has received payment under the contract for a 

good or sendee that was not provided before the effective 

date of its termination shall have a duty to make restitution 

of the payment in cash or in kind in accordance with the 

contract.

“(d) T r a n s p o r t a t i o n  O b l i g a t i o n .—

“(1) In  g e n e r a l .— In the event tha t a contract 

is term inated under this section, a pipeline that was a 

party  to the term inated contract shall have an obliga­

tion to transport natural gas for a producer tha t was a 

party  to the term inated contract. The obligation of the 

pipeline shall not exceed on an annual basis the largest 

volume delivered under the contract during any twelve 

consecutive months in the thirty-six months prior to its 

termination.

“(2) L im i t a t i o n  o f  o b l i g a t i o n .— The Com­

mission, or in the case of an in trastate pipeline the 

S ta te  agency with jurisdiction over tha t pipeline, upon 

application by the pipeline and after opportunity for 

hearing, may order a limitation of the obligation of the 

pipeline under this subsection if compliance with the 

obligation would require construction of additional 

facilities or would impair the ability of the pipeline to 

render adequate service to its existing customers.

S 615 is
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S J R  24  A B R O G A T I O N  O F  E X I S T I N G  N A T U R A L  G A S  C O N T R A C T S .

S P O N S O R :  S E N A T E  R E S O U R C E S

T H E  R E A G A N  A D M I N I S T R A T I O N  H A S  I N T R O D U C E D  L E G I S L A T I O N  (S 6 1 5 )  

A M E N D I N G  T H E  N A T U R A L  G A S  P O L I C Y  A C T  O F  1 9 7 8 .  T H E  A D M I N I S T R A T I O N ’S 

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

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

C O N T R A C T S  T H A T  A R E  B E L I E V E D  T O - B E  K E E P I N G  G A S  P R I C E S  H I G H .

S J R  24 R E Q U E S T S  T H A T  C O N G R E S S  E X E M P T - T H E  S T A T E  O F  A L A S K A  F R O M  

SEC-ION 3 1 6  .O F  T H E  A D M I N I S T R A T I O N  B I L L .  S E C T I O N  3 1 6  A L L O W S  T H E  

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

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

T A K E N  F O R  G R A N T E D  ')IN M O S T  E V E R Y  O T H E R  S T A T E ,  A L A S K A  U T I L I T I E S  A N D  

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

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

O U R  C O U N T E R P A R T S  IN  T H E  L O W E R  4 8, W E  D O  N O T . H A V E  T H E  A B I L I T Y  T O  

" S H O P  A R O U N D "  F O R  G A S  S U F P L I E S .

I T  IS E V I D E N T  T H A T  S E C T I O N  51 A - -  T H E  M A R K E T  O U T  P R O V I S I O N  --  O F
i

S 6 1 5  C O U L D  H A V E  D E V A S T A T I N G  I M P A C T S  O N  M O S T  A L A S K A  U T I L I T Y  

C O N S U M E R S .  I F  S E C T I O N  3 1 6  W E R E  T O  B E  E N A C T E D  W I T H O U T  C O N S I D E R A T I O N  

O F  A L A S K A ' S  S P E C I A L  C I R C U M S T A N C E S ,  R A T E  I N C R E A S E S  O F  1 0 0 %  O R  M O R E  

A R E  L I K E L Y .  •

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

IS 2 6 c -  I T  IS E S T I M A T E D  T H A T  I F  T H E  A D M I N I S T R A T I O N ' S  P R O P O S A L

P A S S E D  I N T A C T  A S  N O W  D R A F T E D ,  T H I S  P R I C E  C O U L D  I N C R E A S E  T O  $ 2 . 5 0

A N D  A B O V E .  T H E  D N R  H A S  S T A T E D  T H A T  T H E  R E Q U E S T  F O R  T H I S  K V  F .M PT TO N

AGO 7 8 7 1 2 2  V-
J.S C O N S I S T E N T  A N D  IN A C C O R D  W I T H  O F F I C I A L  S T A T E  P O S I T I O N  ,



Rep. John J. Cowdery, 
Co-Chairman 

Rep. Mike Davis 
Rep.Joe Hayes 
Rep. John Ringstad 
Rep. Mike Szymanski 
Rep. Rick Uehling 
Rep. Anthony N. Vaska

A R E M I N D E R :

S J R  24 R e q u e s t i n g  t h a t  A l a s k a  b e  e x e m p t e d  f r o m  l e g i s l a t i o n

a l l o w i n g  a b r o g a t i o n  of e x i s t i n g  n a t u r a l  g a s  c o n t r a c t s .

S J R  24 IS N O W  IN S E N A T E  F I N A N C E  A W A I T I N G  A C T I O N .  S E N .

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

S E N .  J O S E P H S O N ' S  S T A F F  H A S  I N D I C A T E D  T H A T  S E N .  B E N N E T T  IS T H E  

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

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

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

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

A L L O W S  A B R O G A T I O N  O F  E X I S T I N G  N A T U R A L  G A S  C O N T R A C T S .

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

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

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

Alaska i?>tate legislature
Sen. Bettye Fahrenkamp,
Co-Chairman 

Sen. Vic Fischer 
Sen. Don Bennett

3 oint Committee on ® t l  anti <£as

Pouch V, Juneau , Alaska 99811
AGO 787123



Alaska H>tate Hegfelature
B E T T Y E  F A H R E N K A M P ,  C h a i rm a n
R O B E R T  H. Z I E G L E R ,  S R . ,  V i c e  C h a i rm a n
D IC K  E L IA S O N
PA U L  F IS C H E R
V IC  F I S C H E R
B O B  M U LC A H Y
A R L IS S  S T U R G U L E W S K I

S e n a t e

Committee on Resources

p o u c h  v
STATE  C A P IT A L  

JU N E A U ,  A L A S K A  99811 
(907) 465-3834 
(907) 465-3835

Mem o 

To: 

F r o m :

April 15, 1983

S e n a t e  R e s o u r c es  C o m m i t t e e  M e m b e r s  

S e n a t e  R e s o u r c es  C o m m i t t e e  S t a f f

Subject: H e a ring, I n s t r e a m  Flow O v e r s i g h t ;  SB 216, Mineral l e a sehold e x t e n s i on ;

SJR 24, Natural Gas D e r e g u l a t i o n  and C o n t r a c t  A b r o g at i o n .

B a c k g r o u n d  i n f o r m a t i o n  on Instream F l o w  is being sent u n d e r  s e p a r a t e cover.

SB 216

AS 3 8 . 0 5 . 1 8 5  p r o v i d e s  tha t  on state lands o f  mineral c h a r a c t e r  or lands w h e r e  

s i g n i f i c a n t  land us e  c o n f l i c t s  e x i st  m i n i n g  clai m s  w o u l d  c o n v e r t  to leases 

p r i o r  to p roduction. B e c a u s e  of the n u m b e r s  of cla i m s  on such lands g oing into 

the p r o d u c t i o n  of p l a c e r  gold and t h e  i n a b i l it y  of the D e p a r t m e n t  of Natural 

R e s o u r c e s  to c o n v e r t  the claims to leases, in 1981 the L e g i s l a t u r e  passed 

a bill to perm i t  p r o d u c t i o n  on r e g u l a r  claims to proc e e d until D e c e m b e r  31,

1983 w i t h o u t  hav i n g  to c o n v e r t  to a lease.

A t t a c h e d  is a m e m o r a n d u m  f r o m  Kay Brown, D i r e c t o r  g f ^ D M E M ,  e x p l a i n i n g  the 

d i f f i c u l t i e s  the D e p a r t m e n t  is having in c o m p l y i n g V t h e  l e a s e  p r o v is i o n s  fo r 

the l a r g e  nu m b e r  o f  cla i m s by the 1983 de a d l i n e . SB 216 w o u l d  m o v e  the d e a d l i n e  

f o r  such c o n v e r s i o n s  to D e c e m b e r  31, 1985 to e n a b l e  the D e p a r t m e n t  to 

p r e p a r e  the l ease f o r m  and p r o c e du r e s ,  to proc e ss  the m i n i n g  claims on 

a f f e c t e d  s tate lands, and to study t h e  e n t i r e  le a s e h o l d  s y s t e m  and r e c o m m e n d  

p o s s i b l e  c h a n g e s  in e x i s t i n g  law and regulat i o n .

A m e n d m e n t  to SB 216

A n o t h e r  p r o v i s i o n  o f  T i t l e  38 d e a l i n g  w i t h  land issues w h i c h  involves a 

d e a d l i n e  w h i c h  can not be a d m i n i s t r a t i v e l y  m e t  is AS 3 8 . 0 4 . 02 0 ( c ) .  This 

s e c t i o n  r eq u i r e s  the D e p a r t m e n t  to c l a s s i f y  all s t a t e  lands to be retained 

in s t a t e  o w n e r s h i p  by J u l y  1, 1983. Lands not so c l a s s i f i e d  w o u l d  be i n c l u d e d 

in the land disposal b ank for p o s s i b l e  disposal.

The c l a s s i f i c a t i o n  p r oc e s s  is l e n gt h y  and n o r m a l l y  d o n e  in c o n j u n c t i o n  w i t h  

land use plans for c e r t a i n  regions o r  a reas of th e  state. T his p la nning and 

c l a s s i f i c a t i o n  proc e s s  is not y e t  c o m p l e t e d  for several a r e a s  of the state 

and the i d e n t i f i c a t i o n  o f  all lands w h i c h  m i g h t  be r e c o m m e n d e d  f o r  r e t e n t i o n  

in s t a t e  o w n e r s h i p  has no t  been d o n e  nor will it be d o n e  by Jul y  of this y e a r .
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Th e  a t t a c h e d  l e t t e r  f r o m  the DNR r e q u e s t s  an a m e n d m e n t  to SB 216 to extend 

the d e a d l i n e  for the c l a s s i f i c a t i o n  o f  land to be r e t a i n e d  in s t a t e  o w n e r s h i p  

f rom J u l y  1, 1983 to J u l y  1, 1985. In a d d i t i o n ,  it is r e c o m m e n d e d  that 

l a n g u a g e  p e r t a i n i n g  to s ta t e  lands r e c o m m e n d e d  f o r  r e t e n t i o n  in m u n i c i p a l i t i e s  

be deleted. Thi s  w o r k  has a l r ea d y  b een c o m p l e t e d  and the l a n g u a g e  is moot.

SJR 24

T h e  R e a g a n  A d m i n i s t r a t i o n  h a s  i n t r o d u c e d  l e g i s l a t i o n  (S 6 1 5 )  

a m e n d i n g  t h e  N a t u r a l  G a s  P o l i c y  A c t  o f  1 9 7 8 .  T h e  A d m i n i s t r a t i o n ' s  

p r o p o s a l  a t t e m p t s  to c o m b i n e  p h a s e d  d e c o n t r o l  of  g a s  p r i c e s  

w i t h  m e a s u r e s  e n a b l i n g  p i p e l i n e s  a n d  p r o d u c e r s  to g e t  o u t  of 

l o n g - t e r m  c o n t r a c t s  t h a t  a r e  b e l i e v e d  to  b e  k e e p i n g  g a s  p r i c e s  

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

a t t a c h e d .

S J R  24 r e q u e s t s  t h a t  C o n g r e s s  e x e m p t  t h e  S t a t e  of A l a s k a  f r o m  

s e c t i o n  3 1 6  o f  t h e  A d m i n i s t r a t i o n  b i l l .  S e c t i o n  3 1 6  a l l o w s  

t h e  a b r o g a t i o n  of e x i s t i n g  n a t u r a l  g a s  s u p p l y  c o n t r a c t s .

S e c t i o n  3 1 6  is a l s o  a t t a c h e d  f o r  y o u r  i n f o r m a t i o n .

T h e  c u r r e n t  p r i c e  of g a s  s o l d  to C h u g a c h  E l e c t r i c  f o r  e x a m p l e  

is 2 6 0 .  It is e s t i m a t e d  t h a t  if t h e  A d m i n i s t r a t i o n ' s  p r o p o s a l  

p a s s e d  i n t a c t  as n o w  d r a f t e d ,  t h i s  p r i c e  c o u l d  I n c r e a s e  to 

$ 2 . 5 0  a n d  a b o v e .  T h e  D e p a r t m e n t  of  N a t u r a l  R e s o u r c e s  h a s  

s t a t e d  t h a t  t h e  r e q u e s t  f o r  t h i s  e x e m p t i o n  is c o n s i s t e n t  a n d  

in a c c o r d  w i t h  o f f i c i a l  S t a t e  p o s i t i o n .

A d d i t i o n a l  a t t a c h m e n t s  h a v e  b e e n  i n c l u d e d  f o r  y o u r  i n f o r m a t i o n .
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S J R  2 4  \
R E Q U E S T I N G  T H A T  A L A S K A  B E  E X E M P T E D  F R O M  L E G I S L A T I O N  A L L O W I N G  

A B R O G A T I O N  OF E X I S T I N G  N A T U R A L  G A S  C O N T R A C T S .

S P O N S O R :  R E S O U R C E S  C O M M I T T E E

T h e  p r o p o s e d  f e d e r a l  N a t u r a l  G a s  C o n s u m e r  R e g u l a t o r y  R e f o r m  

A m e n d m e n t s  of 1 9 8 3  (S6' 3) w o u l d  b r i n g  a b o u t  n a t u r a l  g a s  

d e r e g u l a t i o n .  M o r e  t h a n  h a l f  o f  A l a s k a ' s  p o p u l a t i o n  is 

d e p e n d e n t  o n  e l e c t r i c  e n e r g y  g e n e r a t e d  b y  l o w  c o s t  n a t u r a l  

g a s  u n d e r  e x i s t i n g  l o n g - t e r m  c o n t r a c t s .  A b r o g a t i o n  o f  t h e s e  

c o n t r a c t s  ( a l l o w e d  i n  S e c .  3 1 6  o f  S 6 1 5 )  c o u l d  s e v e r e l y  i m p a c t  

t h e  u t i l i t y  r a t e s  o f  A l a s k a  c o n s u m e r s .

S J R  2 4  r e q u e s t s  t h e  U . S .  C o n g r e s s  to e x e m p t  A l a s k a  f r o m  

l e g i l s a t i o n  a l l o w i n g  a b r o g a t i o n  o f  e x i s t i n g  n a t u r a l  g a s  s u p p l y  

c o n t r a c t s .
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S e n a t e

Committee on Resources

T O :  S e n a t o r  D i c k  E l i a s o n

F R O M :  S e n a t o r  B e t t y e  F a h r e n k a m p

R E :  E n e r g y  C h a r g e s

D A T E :  A p r i l  1 1 ,  1 9 8 3

A t  o u r  r e c e n t  R e s o u r c e s  C o m m i t t e e  h e a r i n g  y o u  r e q u e s t e d  

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

w h a t  e f f e c t  d e r e g u l a t i o n  o f  n a t u r a l  g a s  m i g h t  h a v e  o n  k i l o w a t t /  

h o u r  c h a r g e s  i n  A n c h o r a g e .

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

f r o m  B i l l  B l e s s i n g t o n  o f  t h e  A l a s k a  R u r a l  E l e c t r i c  C o o p e r a t i v e  

A s s o c i a t i o n .

5 0 0  k w  h r / m o n t h  1 , 0 0 0  k w  h r / m o n t h

( 1 - p e r s o n  h o m e )  ( l o w  a v e r a g e )

C h u g a c h  $ 3 7 . 3 0  $ 6 0 . 5 5

M a t a n u s k a  5 3 . 5 8  8 7 . 1 6

G o l d e n  V a l l e y 7 6 0 . 4 2     14 2 . 0 9

F a i r b a n k s  ♦!r

A E L & P ,  J u n e a u  3 3 . 6 5  6 0 . 3 0

V a l d e z  7 6 . 0 0  1 2 8 . 0 0

G l e n a l l e n / C o p p e r  9 5 . 5 0  1 6 4 . 5 0

V a l l e y  E l e c t r i c

A l a s k a  V i l l a g e  2 4 1 . 3 5  4 8 2 . 7 0

E l e c t r i c  C o o p .
( p o w e r  c o s t  a s s i s t a n c e  p r o g r a m  r e d u c e s  t h i s  r a t e  so i t ' s  

c o m p a r a b l e  to t h e  F a i r b a n k s  r a t e )

C h u g a c h  E l e c t r i c  e s t i m a t e s  t h a t  if t h e r e  is d e r e g u l a t i o n  

o f  g a s  p r i c e s  a n d  c o n t r a c t s  a r e  a b r o g a t e d  t h a t  e l e c t r i c  r a t e s  w i l l
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Assuming existing natural gas contracts are abrogated effective Janaary 1, 1985, as provided in the Regan Admi ni s­

tration's gas deregulation bill, and assuming the subject gas was reoffered at $3.30/me£*, the following impacts 
are projected to occur:

March 17, 1983

U tility 1982 Gas Consumption 1982 Gas Costs

Chugach Electric Assoc., Inc. 24.3 billion cubic feet $11 million

6.7 billion cubic feet $ 6 million

$21.2 m illion

Anchorage Municipal Light & 

Power Department

Enstar Natural Gas 

Total

36 billion cubic feet

$38.2 million $151.5 million

The above figures assume gas consumption at 1982 levels, and do not include generation facilities at Elmendorf Air 

Force Base and Ft. Richardson. The power plants at each of the two military installations use natural gas as a 
primary generation fuel.

With the impending construction of a first-ever electric transmission line between Anchorage and Fairbanks, Interior 

Alaska utilities also will be adversely affected. Fairbanks area electric utilities plan to "import" cheaper, gas- 

fired generation from the Anchorage area. If cost of Anchorage area gas increases dramatically as the result of 

abrogated contracts, the Fairbanks area's long awaited potential for cheaper power will be obviated.

*$3.30/mcf is an assumed price for domestic gas in 1985. It is probably a conservative assumption, 

since the current national average price for new gas is $3.30/mcf.

Estimated 1985 Gas Costs 

Under Market-Out

$ 81 million ' 

$ 23 million 

$ 47.5 million

-J"



F A C T  S H E E T  

A l a s k a  N a t u r a l  G a s  M a r k e t

C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  Inc., A n c h o r a g e  M u n i c i p a l  L i g h t  
& P o w e r  D e p a r t m e n t ,  E n s t a r  N a t u r a l  Gas, t h e  Ft. R i c h a r d s o n  
E l e m e n d o r f  A i r  F o r c e  B a s e  p o w e r  p l a n t s  and K e n a i  U t i l i t y  
S e r v i c e s ,  Inc., w o u l d  b e  d i r e c t l y  and v e r y  a d v e r s e l y  i m p a c t e d  
b y  t h e  " m a r k e t - o u t "  r i o v i s i o n  (S e c t i o n  316) in the N a t u r a l  
G a s  C o n s u m e r  R e g u l a t o r y  R e f o r m  A m e n d m e n t s  o f  ]983 (S. 615).

B a r r o w  U t i l i t i e s  m i g h t  a l s o  b e  s e v e r e l y  i m p a c t e d .  T h a t  
u t i l i t y ,  u n d e r  t h e  a e g i s  o f  t h e  N o r t h  S l o p e  B o r o u g h ,  p u r c h a s e s  
n a t u r a l  g a s  f r o m  the U.S. D e p a r t m e n t  o f  the I n t e r i o r .  T h e  
ga s ,  f r o m  P e t r o l e u m  R e s e r v e  No. 4, is s o l d  to B a r r o w  U t i l i t i e s  
a t  b e l o w  p r o d u c t i o n  cost.

T h e  p i p e l i n e  s y s t e m  w h i c h  t r a n s p o r t s  f r o m  the K e n a i  P e n i n s u l a  
\_o E n s t a r  in A n c h o r a g e  is o w n e d  b y  the A l a s k a  P i p e l i n e  C o m p a n y  
T h e  l a t t e r  is a w h o l l y  o w n e d  s u b s i d i a r y  o f  E n s t a r ,  w h i c h  in 
t u r n  is a d i v i s i o n  o f  A l a s k a  I n t e r s t a t e  of Houston.

T h e ~ C o o k  I n l e t  g a s  w h i c h  is e x p o r t e d  to J a p a n ,  v i a  the K e n a i  
l i q u i f a c t i o n  p l a n t ,  is 70 p e r c e n t  P h i l l i p s  and 30 p e r c e n t  
M a r a t h o n .  T h o s e  t w o  p r o d u c e r s  e x p o r t  the g a s  t h e m s e l v e s ;  it 
is n o t  r e s o l d  for e x p o r t .

U n i o n  o w n s  t h e  C o l l i e r  u r e a  p l a n t  n o r t h  of K e n a i ,  and u s e s  
i ts o w n  C o o k  I n l e t  g a s  as f e e d s t o c k  in t h a t  plant.

T e s o r o  b u y s  p r o c e s s  g a s  f o r  its N i k i s k i  r e f i n e r y  f r o m  P h i l l i p s

C h e v r o n  U S A  u s e s  its o w n  K e n a i  f i e l d  g a s  f o r  its N i k i s k i  r e­
fin e r y .  A d d i t i o n a l l y  for t h a t  r e f i n e r y ,  C h e v r o n  b u y s  a v e r y  
s m a l l  a m o u n t  of  g a s  f r o m  Enstar..
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R E S O L U T I O N  8 3 - 4 - 2

W h e r e a s  t h e  p r o p o s e d  f e d e r a l  " N a t u r a l  G a s  C o n s u m e r  R e g u l a t o r y
R e f o r m  A m e n d m e n t s  of 1 9 8 3 "  ( S 6 15) w o u l d  b r i n g  a b o u t  n a t u r a l  
g a s  d e r e g u l a t i o n  a n d  w i t h  it th e d e s i r a b l e  o b j e c t i v e s  of 
n a t u r a l  g a s  p r i c e  s t a b i l i t y ,  p r u d e n t  r e s o u r c e  d e v e l o p m e n t  
an d c o n s u m e r  p r o t e c t i o n ;

W h e r e a s  l o c a l  i n e q u i t i e s ,  w a r r a n t i n g  i m m e d i a t e  r e c t i f i c a t i o n ,  
c a n  o c c u r  m  s u c h  w i d e - r a n g i n g  l e g i s l a t i o n  as  S6 15 ;.

W h e r e a s  m o r e  t h a n  h a l f  o f  A l a s k a ' s  p o p u l a t i o n  is d e p e n d e n t  o n  
electric- e n e r g y  g e n e r a t e d  b y  l o w  c o s t  n a t u r a l  g a s  u n d e r —  
e x i s t i n g ,  l o n g - t e r m  c o n t r a c t s  n e g o t i a t e d  at a r m ' s  l e n g t h  

and  in g o o d  f a i t h ;

W h e r e a s  A l a r,,a ' s  e l e c t r i c  a n d  n a t u r a l  g a s  u t i l i t i e s - - l a c k i n g  
a c c e s s  to t h e  i n t e r s t a t e  g a s  p i p e l i n e  s y s t e m s  t a k e n  for 
grantf’ed in v i r t u a l l y  e v e r y  o t h e r  s t a t e - - d e  n o t  h a v e  t h e  
a b i l i t y  to  " s h o p  a r o u n d "  for a l t e r n a t e  g a s  supplie/jf;

W h e r e a s  t h e  a b r o g a t i o n  of e x i s t i n g  .-as s u p p l y  c o n t r a c t s  c o u l d
h a v e - d e v & . s t a t i n g  i m p a c t s  o n  th*. u t i l i t y  r p t e s  o f  m o s t  A l a s k a  
c o n s u m e r s  a l r e a d y  f a c e d  w i t h  h i g h  l i v i n g  c o s t s ;

W h e r e a s  S 6 1 5  c o n t a i n s  a " m a r k e t - o u t "  p r o v i s i o n  (Sec. 316) t h a t  
w o u l d  a l l o w  a b r o g a t i o n  of e x i s t i n g  n a t u r a l  g a s - s u p p l y  
c o n t r a c t s  e f f e c t i v e  u p o n  4 5  d a y ' s  n o t i c e  b y  t h e  a b r o g a t i n g  

p a r t y ;

B e  it R e s o l v e d  t h a t  A l a s k a  b e  e x e m p t e d  f r o m  S e c t i o n  3 16  of S 61 5,  
an d t h a t  A l a s k a ' s  C o n g r e s s i o n a l  D e l e g a t i o n  a n d  the  L e g i s l a­
t i v e  and E x e c u t i v e  B r a n c h e s  of th e A l a s k a  S t a t e  G o v e r n m e n t  

m a k e  e v e r y  e f f o r t  to s e c u r e  s u c h  e x c e p t i o n .
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