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M a r c h  10, 1988

TO: S en at e C o m m un it y and R e g i o n a l  A f f a i r s  Co mm i t t e e  M e m be r s

RE: SS SB  357 - "An A c t  e x e m p t i n g  c e r t a i n  u t i l i ti e s w i t h  no
m o r e  t h a n  100 s u b sc r ib er s from r e g u l a t i o n  b y  t he A l as k a Public 
U t i l i t i e s  Co m mi s s i o n  or a m u n i c i p a l i t y  a nd p r o v i d i n g  that the 
m o s t  e x t e ns iv e  ex em pt i on  from r e g u l a t i o n  appl ie s w h e n  mor e  than 
one e x e m p t i o n  is a pp li ca bl e  to a u ti lity."

T h i s  bill h as a long title an d short body. T h e r e  are onl y two 
i tems to e x p l ai n tha t  the t it le  does not address. First, the 
bill a p pl ie s only to gas u t i l i t i e s  and second, the bill allows 
t he u t i l i t y  s u b sc ri be rs  to p e t i t i o n  the A P U C  for r e g u l a t i o n  if 
t h e y  desire.

Th e bill has a zero fiscal note. In t h 1' r a c k e t  is a m e m o  from 
S e n a t o r  Faiks, a p o s i t i o n  p a p e r  from t ' ,TC, the re le va nt  
statutes, a l etter from the N o r t h  Sloj _cjgh, and a letter
from Norgasco, the c o mp an y th at  w o u l d  affected.

FROM: S e n a t e  C & R A  Staff
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SENATE 

Office of the President
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State Capitol 
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M E M O R A N D U M

M a r c h  3, 1988

TO:

FROM:

S e n a t o r  A r l i s s  St urgulewski, C h a i r m a n  
C o m m u n i t y  and R e g i o n a l  A f f a i r s  C o m m i t t e e

S e n a t o r  J a n  Faiks 
P r e s i d e n t  of the Senat e

SUBJECT: SS S B 357 "An A c t  e x e m p t i n g  c e r t a i n  u t i l i t i e s  w i t h  no mo re
than 100 s u b s c r i b e r s  f r o m  r e g u l a t i o n  b y  t he Al aska 
P ublic U t i l i t i e s  C o m m i s s i o n  or a m u n i c i p a l i t y  and 
p r o v i d i n g  th at  t he m o s t  e x t e n s i v e  e x e m p t i o n  from 
r eg ul at io n a p pl ie s  w h e n  m o r e  th a n one ex em p ti on  is 
a pp li c a b l e  to a u t i l it y. "

As y o u  know, m o s t  ut il it ie s o p e r a t i n g  in t h e  S ta t e of A l a s k a  are subject 
to r e g u l a t i o n  b y  the A l as ka  P u bl ic  U t i l i t i e s  C o m m i s s i o n  ( A P U C ) .
However, AS 4 2 . 0 5. 71 1 p ro vi d e s  for v a r i o u s  t ypes and sizes of u ti lities 
to be e x e m p t e d  from regulation.

SSSB 357 exten d s this e xe m p t i o n  to c e r t a i n  gas d i s t r i b u t i o n  utilities.
It p r o v i d e s  th a t a gas d i s t r i b u t i o n  u t i l i t y  t h a t  has no m o r e  t ha n 100 
subscribers, all of w h o m  are c om me r c i a l  subscribers, is e x e m p t e d  from 
r e g u l a t i o n  b y  the APUC. However, a m a j o r i t y  of t he s ub sc r i b e r s  m a y  
p e t i t i o n  the A P U C  for re gu l a t i o n  if t h e y  so desire.

The p u r p o s e  of this l eg i s l a t i o n  is to f a c i l i t a t e  the c o n s t r u c t i o n  of a 
gas d i s t r i b u t i o n  s y st em  in Deadhorse. The  c o n s t r u c t i o n  of a gas 
d i s t r i b u t i o n  u t i l i t y  in that t o wn  h a s  s ub st a n t i a l  p u b l i c  benefit. Over 
40 c o n s t r u c t i o n  w o r k e r s  will be r e q u i r e d  to b u i l d  the system, and six to 
eight to o p e ra te  it once it is completed. T he state will recei ve  in 
excess of $20,0 0 0, 00 0 from r o y a l t i e s  a lo n e o v e r  t he life of the 
project. P o l l u t i o n  from the m a n y  d ie s el  g e n e r a t o r s  w h i c h  c u r r en t ly  
supp l y p o w e r  in De ad ho rs e  will be reduced.

A  p r o b l e m  w i t h  r e q u i r i n g  A P U C  r e g u l a t i o n  of this p r o j e c t  is financing. 
The p r o j e c t  w o u l d  only serve 40 to 50 customers, all of w h o m  are in an 
e c o n o m i c a l l y  d i s t r e s s e d  industry. Banks v i e w  this as a h i g h  risk 
project, w h i c h  re qu ir es  the s y st e m b u i l d e r s  to se ek  v e n t u r e  capital. 
These i n v e s t or s do not c o n s i d e r  the p o t e n t i a l  r e tu rn  on a u t i l i t y  
r e g u l a t e d  by the A P U C  to o u t w e ig h the  d o w n s i d e  r i s k  of p r o j e c t  failure.



In this case, as in the other s it ua ti on s w h e r e  A P U C  r e g u l a t i o n  does not 
o ccur e x c e p t  by p e t i t i o n  of the u t i l i t y  customers, the p u b l i c  ben ef it s 
of r e g u l a t i o n  are o ut we i g h e d  b y  the b e n e f i t s  w h i c h  w o u l d  r es u lt  o nl y if 
r e g u l a t i o n  is waived.

P lease c o n t a c t  m y  office if you hav e any  q u e s t i o n s  or comments.
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F e b r ua ry  22, 1988

U n d e r  SS for SB357, gas d i s t r i b u t i o n  ut ilities serving 
f e w e r  t h a n  100 c ommercial cu stomers w o u l d  be exempt from cer- 

f t i f i c a t i o n  and e c o n om ic  r e gu la t i o n  b y  the C om mi ss i on  u n l e s s  th e  
f s u b s c r i b e r s  e l ec te d  to be regulated. T he C o m m i s s i o n  is not  aware 
of a n y  c o m p e l l i n g  reasons for e x e m p t i n g  a special class of gas 
d i s t r i b u t i o n  u t i l i t i e s  from r e g u l a t i o n  w h i l e  fully r e g u l a t i n g  all 
o t h e r  g a s  d i s t r i b u t i o n  utilities. T h e  C o m m i s s i o n  al so  b e l i e v e s  
t h a t  c o m m e r c i a l  c u s t o m e r s  in g r o u p s  of less t h a n  100 are e n t i t l e d  
t o  t h e  sa me  level of p u b l i c  p r o t e c t i o n  as r e s i d e n t i a l  c u s t o me rs  
an d as c o m m e r c i a l  c u s t o m e r s  in g r o u p s  of m o r e  t h a n  100. In a d d i­
tion, t h e r e  are some u n i q u e  s a fe t y c o n s i d e r a t i o n s  a s s o c i a t e d  wit h 
n a t u r a l  g as service, w h i c h  w o u l d  n o t  b e  m o n i t o r e d  u n d e r  t he p r o­
po s e d  e x e m p t i o n  scheme. (See 3 A A C  52.010 - .080.)

T he L e g i s l a t u r e  s h o u l d  also b e  a w a r e  th at  SS for SB357 
d i r e c t l y  affects a p r o c e e d i n g  c u r r e n t l y  p e n d i n g  b e f o r e  t he C o m­
mission. One c o m p an y (Norgasco, Inc..) has filed an a p p l i c a t i o n  
to p r o v i d e  gas d i s t r i b u t i o n  s e r vi ce  ^o c o m m e r c i a l  c u s t o m e r s  in 
the P r u d h o e  B ay / De a d h o r s e  area and has r e q u e s t e d  that it b e  e x­
empt from eco no mi c regulation. T h r e e  o t h e r  c o m p a ni es  (Arctic 
Utilities, Inc.; D.J. M o o r e  Corp.; and N o r t h  S l op e Gas C o o p e r a­
tive, Inc.) ha ve  in di cated tha t the y i ntend to file a p p l i c a t i o n s  
to p r o v i d e  the same ser vi ce  in the same area. T he initial a p p l i­
cant and po te nt i al  c om pe t i n g  a pp l ic a n t s  are c u r r e n t l y  in the p r o­
cess of c o m p l e t i n g  or filing th ei r c e r t i f i c a t i o n  documents, so 
the C o m m i s s i o n  can proce e d to d e c i d e  the case.

In addition, the C om mi s s i o n  has rece iv e d a l e tt er  (copy 
attached) from the North Slope Borough, one of the p ro sp e c t i v e  

.#'• customers of the proposed gas d i s tr ib ut i on  utility, stat in g  that:

There is a legitimate publ ic  interest co nc er n i n g  the rates, 
qual it y of service, m a n a g e m e n t  practices, and c u s t o m e r  c o m­
plaints  associated wit h the o p e r a t i o n  of a n a t ur al  gas 
u t i l i t y  in Deadhorse. For this r e a s o n  t ie B o r o u g h  feels 
that Norgasco, I n c or po ra te d s h ou ld  be s u b j e c t  to all 
appropriate r e gu la ti on s g o v e r n i n g  the c e r t i f i c a t i o n  and 
operation of a natural gas utility.

.  .
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T h u s ,  i f  t h i s  l e g i s l a t i o n  is p a s s e d ,  t h e  e s t a b l i s h e d  
C o m m i s s i o n  p r o c e d u r e  o f  e v a l u a t i n g  c o m p e t i t i v e  a p p l i c a t i o n s  t o  
d e t e r m i n e  w h i c h  c o m p a n y  is t h e  m o s t  f i t  a n d  a b l e  t o  s e r v e  a n  a r e a  
w o u l d  b e  i n t e r r u p t e d .  I n s t e a d ,  a n y  o r  a l l  o f  t h e  p o t e n t i a l  g a s  
d i s t r i b u t i o n  u t i l i t i e s  w o u l d  b e  f r e e  t o  e n t e r  t h e  m a r k e t  u n d e r  
t e r m s ,  c o n d i t i o n s ;  a n d  r a t e s  t h a t  w o u l d  n o t  b e  s u b j e c t  t o  r e g u l a­
t o r y  o v e r s i g h t  u n l e s s  t h e  s u b s c r i b e r s  p e t i t i o n e d  f o r  a r e g u l a t i o n  
e l e c t i o n .  T h e  C o m m i s s i o n  d o e s  n o t  bel,i«ve t h a t  t h i s  a p p r o a c h  is 
i n  t h e  p u b l i c  i n t e r e s t ?  s p e c i f i c a l l y ,  it  c a n n o t  a s s u r e  t h a t  t h e  
b e s t  c o m p a n y  is n e c e s s a r i l y  t h e  o n e  w h i c h  s e r v e s  t h e  a r e a ;  it 
a l l o w s  f o r  p o t e n t i a l l y  u n e c o n o m i c  d u p l i c a t i o n  o f  f a c i l i t i e s  b y  
t w o  o r  m o r e  p r o v i d e r s ;  a n d  it  g i v e s  c o m m e r c i a l  c u s t o m e r s  a 
s e c o n d - c l a s s  l e v e l  o f  p r o t e c t i o n  f r o m  m o n o p o l y  o r  o l i g o p o l y  p r i c­
in g  p r a c t i c e s .

If, h o w e v e r ,  t h i s  b i l l  is e n d o r s e d  b y  t h e  L e g i s l a t u r e  as 
g o o d  p u b l i c  p o l i c y ,  t h e  C o m m i s s i o n  s u g g e s t s  t h a t  t h e  r e f e r e n c e  t o  
'•subscriber p e t i t i o n s "  b e  m o d i f i e d  f o r  c l a r i f i c a t i o n  a n d  f o r  c o n­
f o r m a n c e  w i t h  o t h e r  e x e m p t i o n s  in A S  4 2 . 0 5 . 7 1 1 .  T h u s ,  t h e  e x e m p­
t i o n  w o u l d  s t a t e  " u n l e s s  25 p e r c e n t  o f  t h e  s u b s c r i b e r s  p e t i t i o n  
t h e  c o m m i s s i o n  f o r  r e g u l a t i o n  u n d e r  t h e  p r o c e d u r e  d e s c r i b e d  in 
A S  4 2 . 0 5 . 7 1 2 . "

- 2 -



Register 100, January 1987 COMMERCE AND ECONOMIC DEVELOPMENT 3 AAC 52.010
3 AAC 52.020

procedures to enhance the public safety. (Eff. 
2/21/69, Reg. 30; am 1/13/73, Reg. 44) 
Authority: AS 42.05.141 AS 42.05.691

AS 42.05.151 AS 42.05.711
AS 42.05.541

3 AAC 52.020. COMPLIANCE WITH 
MINIMUM FEDERAL SAFETY STANDARDS 
FOR GAS LINES. Each utility shall construct

ARTICLE 1. 
GAS UTILITIES

Section
10. Application
20. Compliance with Minimum Federal

Safety Stnndards for Gas Lines
30. Records, reports and inspection for

compliance
40. Pipeline locating service
50. (Repealed)
60. Record of nonschcduled interruptions
70. Accidents or incidents
80. Definitions

3 AAC 52.010. APPLICATION, (a) 3 AAC 
52.010 -  3 AAC 52.080 o f this chapter apply to 
all utilities either now or hereafter subject to the 
regulatory jurisdiction of the Alaska Public 
Utilities Commission.

(b) Upon acceptable showing by a utility, the 
commission may waive, as to that utility, the 
provisions of any regulation in 3 AAC 52.010 -  
3 AAC 52.080 or any provision o f the Minimum 
Federal Safety Standards for Gas Lines with 
approval o f the Secretary of Transportation.

(c) No utility may deviate from the regulations 
in 3 AAC 52.010 -  3 AAC 52.080 or the 
standards cited in (b) of this section without the 
commission’s prior written approval.

(d) If nonjurisdictional entities at their discre­
tion elect to conform to 3 AAC 52.010 -  3 
AAC 52.080, the commission will cooperate 
with them in maintaining records and developing

CHAPTER 52. 
OPERATION OF PUBLIC UTILITIES

Article
1. Gas Utilities

(3 AAC 52.010-3 AAC 52.080)
2. Allocation of Facilities and Services 

Between Competing Electric Utilities 
(3 AAC 52.110-3  AAC 52.150)

3. Telephone Utilities
(3 AAC 52.200-3  AAC 52.340)

4. Electric Utilities
(3 AAC 52.400-3 AAC 52.500)

3-112.14
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Register 90, July 1984 COMMERCE AND ECONOMIC DEVELOPMENT 3 AAC 52.020 
3 AAC 52.080

and maintain gas transmission and distribution 
facilities in accordance with the Minimum 
Federal Safety Standards for Gas Lines, as 
defined in 3 AAC 52.080(c). (Eff. 2/23/69, Reg. 
30; am 1/13/73, Reg. 44)

Authority: AS 42.05.291

3 AAC 52.030. RECORDS, REPORTS, AND 
INSPECTION FOR COMPLIANCE, (a) Each 
utility shall establish and maintain records, make 
reports and provide information required by the 
commission to enable it to determine whether 
the utility has acted or is acting in compliance 
with the Natural Gas Pipeline Safety Act of 
1968 and the standards adopted in 3 AAC 
52.020. The records, reports and information 
shall be kept in accordance with AS 42.05.491.

(b) Each utility shall file with the commission 
a plan for inspection and maintenance of each 
pipeline facility owned or operated by the 
utility, and any changes in the plan. If the 
commission finds that the plan is inadequate to 
achieve safe operation, the commission shall, 
after notice and opportunity for o nearing, 
require the plan to be revised. (Eff. 2/21/69, 
Reg. 30: am 1/13/73, Reg. 44)

Authority: AS 42.05.141 
AS 42.05.461 
AS 42.05.501

3 AAC 52.040. PIPELINE LOCATING SER­
VICE. Each utility shall offer “line locating” 
service to any individual or utility requiring such 
service. The utility shall make a reasonable 
effort to assure that the availability o f this 
service is made known throughout its area of 
operation. If a charge is made for this service, it 
shall be based on the cost to the utility o f the 
personnel required to operate the equipment 
and shall not afford the utility any allowance 
for the utilization of equipment. (Eff. 2/21/69, 
Reg. 30; am 1/13/73, Reg. 44)

Authority: AS 42.05.291

3 AAC 52.050. DISTRIBUTION PIPELINE 
MAINTENANCE. Repealed 1/13/73.

3 AAC 52.060. RECORD OF NON- 
SCIIEDULED INTERRUPTIONS. Each gas 
utility shall keep a record o f each nonschcduled 
interruption to service, showing the location, 
date, time, duration and cause of each interrup­
tion. This record shall be retained by the utility

for three years and may be inspected by any 
person after meeting the requirement of AS 
42.05.440. (Eff. 2/21/69, Reg. 30; am 1/13/73, 
Reg. 44)

Authority: AS 42.05.141

3 AAC 52.070. ACCIDENTS OR INCIDENTS,
(a) Each utility shall cooperate with the com­
mission to promote a reduction in hazard within 
the industry and to the public.

(b) Each utility shall report each accident 
immediately by the most expeditious means 
available, preferably by telephone or in person, 
to the commission at the commission’s office in 
Anchorage, Alaska, or to a person designated by 
the commission. The notification shall include 
the location and time o f the accident, a brief 
description of what occurred, and names of the 
individual(s) in charge of the repair operation 
and the individual(s) to be contacted by the 
commission for additional information.

(c) A written re /o rt of each accident shall be 
filed with the commission within 20 days after 
each accident. The report shall be made on the 
commission’s “Gas Distribution Pipeline 
Accident or Incident Report” form or the 
United States Department of Transportation’s 
Form DOT-F-7100.2 for transmission and 
gathering systems. If the accident investigation is 
not completed within the 20-day period, the 
utility shall file an additional written report with 
the commission upon the completion of the 
investigation and a written report of the progress 
of the investigation every 90 days until the in­
vestigation is complete. (Eff. 2/21/69, Reg. 30; 
am 1/13/73, Reg. 44)

Authority: AS 42.05.141 
AS 42.05.291

3 AAC 52.080. DEFINITIONS. Unless the 
context indicates otherwise, in 3 AAC 52.010 -  
3 AAC 52.070

(1) “accident” means an accident or incident 
occurring in the state involving escape of gas 
from gas gathering, transmission or distribution 
facilities resulting in personal injury requiring 
hospitalization, fatality, or property damage 
exceeding $1,000;

(2) "commission” means the Alaska Public 
Utilities Commission;

.3-113



Register 90, July 1984 COMMERCE AND ECONOMIC DEVELOPMENT 3 AAC 52.080
3 AAC 52.130

(3) “Minimum Federal Safety Standards for 
Gas Lines” or “standards” means the Minimum 
Federal Safety Standards for Transportation of 
Natural Gas and other gas by pipeline, 49 C.F.R. 
Part 192, revised as 'of January 1,1972. A copy 
of these standards may be obtained from or re­
viewed at the commission office located in 
Anchorage, Alaska; and

(4) “ utility" means a public utility that 
owns, operates, manages or controls a plant or 
system of facilities used for the transmission or 
distribution of natural or manufactured gas or 
other inflammable gas, to the extent such 
system plant or facilities are included in the 
term “public utility” as defined by AS 
42.05.701. (Eff. 2/21/69, Reg. 30; am 1/13/73, 
Reg. 44)

Authority: AS 42.05.141 
AS 42.05.291 
AS 42.05.701

ARTICLE 2.
ALLOCATION OF FACILITIES AND 
SERVICES BETWEEN COMPETING 

ELECTRIC UTILITIES

Section
110. Purpose
120. Authority to construct facilities or 

serve customers 
130. Hearing 
140. Appeals 
150. Definitions

3 AAC 52.110. PURPOSE. The purpose of 
3 AAC 5 2 . 1 1 0 - 3  AAC 52.150 is to prevent 
duplication of electric facilities and services in 
those geographical areas of the state in which 
two or more electric utilities compete. (Eff. 
8/11/76, Reg. 59; am 6/29/84, Reg. 90)

Authority: AS 42.05.141 
AS 42.05.151 
AS 42.05.221

3 AAC 52.120. AUTHORITY TO CON­
STRUCT FACILITIES OR SERVE CUS­
TOMERS. (a) No electric utility operating 
in direct competition with one or more electric 
utilities within the same geographical area may 
construct or install electric facilities or provide a 
service connection for a customer located within 
a disputed service area without the approval of 
the commission.

(b) The commission will grant approval to 
provide a service connection for a customer 
located within a disputed area if

(1) the utility requesting approval receives 
the concurrence of the competing utility and 
submits to the commission a signed "Waiver of 
Objection” on a form provided by the com­
mission; or

(2) a determination is made by the com­
mission, after hearing, that one or the other 
of the utilities is the appropriate one to provide 
the service. (Eff. 8/11/76, Reg. 59)

Authority: AS 42.05.151(a) 
AS 42.05.221(d)

3 AAC 52.130. HEARING, (a) If an applicant 
utility is unable to obtain concurrence from a 
competing utility, the commission will appoint a 
member of its staff as an examiner to conduct a 
hearing.

(b) The staff examiner shall

(1) notice the hearing for a time convenient 
to all interested parties;

(2) hear all relevant evidence;

(3) record the testimony presented;

(4) within 24 hours after the close of the 
hearing, issue a decision as to which utility is the 
most appropriate one to serve the customers;

(5) stay the decision if, within 24 hours after 
the decision is announced, a party appeals the

. decision.

(c) The criteria to be weighed by the staff 
examiner in making a decision include

(1) the cost to the utility to provide the 
service connection;

(2) the cost to be assessed to the customer 
by the applicant utility;

(3) the proximity of the service connection 
point to each of the competing utilities’ elec­
tric distribution facilities; and
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December 16, 1987

T.S. Monlnski II, Executive Director 

ALASKA PUBLIC UTILITIES COMMISSION 

420 L Street, Suite 100 *
Anchorage, Alaska 99501-1987

SUBJECT: NOTICE OF UTILITIES APPLICATION BY NORGASCO, INC.

Dear Mr. Moninski:

The North Slope Borough's Service Area Ten is encouraged to see 

Norgasco, Inc. continue their development of a natural gas utility for 

Deadhorse. All businesses operating in Deadhorse and especially our solid 

waste disposal, sewage treatment and water treatment operations could 

benefit significantly if a dependable source of competitively priced 

natural gas were made available to us over the long term. We appreciate 

the opportunity to provide comments on the Norgasco, Incorporated 

application for exemption from APUC regulations regarding rates, quality 

of service, management practices, and customer complaints.

Since the North Slope Borough's Solid Waste Facility is a public owned 

operation, the Borough has an obligation to its residents to operate their 

. Deadhorse solid waste faci’ity in a cost effective manner which includes 

• purchasing of natural gas fio.a a utility which is required to follow the 

regulatory laws established to protect the public. There is a legitimate 

public interest concerning the rates, quality of service, management 
practices, and customer complaints associated with the operation of a 

natural gas utility in Deadhorse. For this reason the Borough feels that 

Norgasco, Incorporated should be subject to all appropriate regulations 

governing the certification and operation of a natural gas utility.

Our Service Area Ten Plant Engineer calculates that the prices of the 

natural gas quoted in the Notice will provide Service Area Ten with a 

20% to 25% savings over the present fuel costs for our incinerator and 
boilers. Since the Application suggests the rates would not be controlled 

by the APUC, the NSB may have little control over future rate increases. 

A  10% rate increase each year for two years would eliminate any cost 

benefit of natural gas assuming u stable price for heating oil.
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The quantity and quality of the gas provided to us can have some 

significant effects on our operation. If the distribution system is under 

designed or if the quality of gas varies significantly we may experience 

problems of inadequate delivery. Normal operation of our incinerator

requires us to be able to immediately add heat in a specified quantity

when needed. Failure to do ao could result in Service Area Ten violating 

the Air Quality Regulations established by the State of Alaska, 

Department of Environmental Conservation resulting in a fine being

assessed on Service Area Ten. If Norgasco was exempt from regulation by 

the APUC, SA 010 would have little recourse if Norgasco's service did not 

meet our requirements.

Norgasco is requesting that the APUC keep confidential for five years

technical documents and other pertinent information about their design, 
construction and maintenance of their project. Such a request could 

affect SA 010's planning efforts for future energy usages and costs.

Documents relating to the gas contract wit h  ARCO and tariffs should be 

made public so that the stability of the utility and its pricing structure 

can be evaluated.' These items can directly affect our decision to become 

a consumer.

The North Slope Borough requests that we be kept informed on the progress 

of this application and the Norgasco, Incorporated project. We feel a 

natural gas utility will greatly enhance the Deadhorse area and all the 

businesses operating there.

Sincerely,

^John E. Davis
Manager, Service Area Ten

JED/JET/el

cc: Norgasco, Incorporated

Dennis Roper, Coord., Ind. Dev. 

Files



NORGASCO, INC.
8740 Hartzell Rd. Anchorage, Alaska 99507 (907)344-6742

F e b r u a r y  24, 1988

S e n a t o r  A r l i s s  S t u r g u l e w s k i  
P. 0. B o x  V 
J u n e a u ,  A K  9 9 811

D e a r  S e n a t o r  S t u r g u l e w s k i ,

I w o u l d  li k e  t o  e x p r e s s  m y  s t r o n g  s u p p o r t  of S S S B  357. U n d e r  
the c u r r e n t  s t a t u t e s  the A P U C  has j u r i s d i c t i o n  o v e r  all 
u t i l i t i e s  w i t h  ten or m o r e  c u s t o m e r s .  T h i s  l e g i s l a t i o n  w i l l  
e x c l u d e  o n l y  n a t u r a l  jas u t i l i t i e s  s e r v i n g  less t h a n  1 0 0  
c o m m e r c i a l  c u s t o m e r s  from t h e i r  j u r i s d i c t i o n .

T h e  A P U C  is a fi n e  o r g a n i z a t i o r  f o r  l a r g e r  u t i l i t i e s  a n d  
o b v i o u s l y  the l e g i s l a t u r e  h a d  t h i s  in m i n d  w h e n  t h e y  e x e m p t e d  
t h o s e  u t i l i t i e s  w i t h  less t h a n  t e n  c u s t o m e r s .  W e  b e l i e v e  in 
the c h e c k  and b a l a n c e  s y s t e m  of g o v e r n m e n t  a n d  i n d u s t r y ,  a n d  
S S S B  357 a l l o w s  f o r  the r e - r e g u l a t i o n  of a u t i l i t y  u n d e r  t h i s  
c a t e g o r y  b y  a s i m p l e  p e t i t i o n  (AS 4 2 . 0 5 . 7 1 2 )  of the 
c u s t o m e r s .  Th i s  w i l l  p r e v e n t  t h e  u t i l i t y  f r o m  t a k i n g  u n f a i r  
a d v a n t a g e  of its' c u s t o m e r s .

As  y o u  can tell, t h e  b i l l  w a s  d r a f t e d  so t h a t  it w o u l d  n o t  
c o n c e r n  a n y  of the B u s h  areas, o n l y  D e a d h o r s e .

T h e  p r o b l e m  b o i l s  d o w n  to p r o j e c t  f i n a n c i n g .  T h i s  is n o t  a 
b a n k a b l e  p r o j e c t  b e c a u s e  t h e r e  a r e  o n l y  4 0 - 5 0  c u s t o m e r s ,  t h e y  
are all in the s a m e  b u s i n e s s ,  a n d  t h e y  are a l l  s u f f e r i n g  
f i n a n c i a l l y ,  so  the b a n k s  see the p r o j e c t  as h i g h  risk. T h i s  
l e a v e s  us l o o k i n g  f o r  v e n t u r e  c a p i t a l .  A f t e r  the v e n t u r e  
c a p i t a l i s t  has r e v i e w e d  t h e  p r o j e c t  t h e y  all c o m e  to  t h e  sa m e  
c o n c l u s i o n ,  if the p r o j e c t  f a i l s  t h e y  lo s e  e v e r y t h i n g  a n d  if 
the p r o j e c t  s u c c e e d s ,  you h a v e  the A P U C  t h e r e  to l i m i t  y o u r  
r e t u r n  on i n v e s t m e n t .  N e e d l e s s  t o  s a y  t h e y  d o n ' t  s p e n d  m u c h  
t i m e  s e r i o u s l y  r e v i e w i n g  the p r o j e c t  a f t e r  t h e y  u n d e r s t a n d  
h o w  the A P U C  w o r k s .

W e  h e a r  a lot of t a l k  a b o u t  less g o v e r n m e n t ,  c r e a t i n g  jobs, 
f i n d i n g  n e w  s o u r c e s  of r e v e n u e  f o r  the State, c u t t i n g  d o w n  on 
a i r  p o l l u t i o n ,  a n d  s t i m u l a t i n g  t h e  e c o n o m y ,  th i s  l e g i s l a t i o n  
a c c o m p l i s h e s  a l l  of t h e s e  b y  c r e a t i n g  c o n s t r u c t i o n  a n d  
p e r m a n e n t  jobs, S t a t e  r o y a l t i e s  c o l l e c t e d  o n  t h e  g a s  sold, 
r e d u c e d  N O x  e m i s s i o n s  f r o m  the n u m e r o u s  d i e s e l  g e n e r a t o r s ,  
a n d  w i l l  s u b s t a n t i a l l y  r e d u c e  t h e  o v e r h e a d  of the C o m p a n i e s  
o p e r a t i n g  at D e a d h o r s e .



T h e  S t a t e  w i l l  r e c e i v e  in e x c e s s  of $ 2 0 , 0 0 0 , 0 0 0 . 0 0  f r o m  
r o y a l t i e s  a l o n e  o v e r  t h e  l i f e  of t h e  p r o j e c t .  It w i l l  t a k e  
o v e r  40 c o n s t r u c t i o n  w o r k e r s  to b u i l d  the s y s t e m  a n d  w i l l  
e m p l o y  6 - 8  p e o p l e  f u l l  t i m e  o n c e  it is in o p e r a t i o n .  The  
S t a t e  w i l l  a l s o  r e c e i v e  s e v e r a n c e  t a x e s  f r o m  t h e  p r o d u c e r  a n d  
a d d e d  c o r p o r a t e  i n c o m e  t a x e s  f r o m  A R C O  A l a s k a  a n d  N o r g a s c o .

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 ,  in i s s u i n g  o u r  l a n d  u s e  
p e r m i t ,  has r e s e r v e d  t h e  f o r  t h e  S t a t e  t h e  r i g h t  t o  u s e  the  
p i p e l i n e  t o  t r a n s p o r t  t h e  S t a t e s  r o y a l t y  gas to t h e  S t a t e  
f a c i l i t i e s  t h a t  w e  i n t e n d  to  serve. T h i s  w i l l  a l s o  a l l o w  the  
S t a t e  to m a r k e t  t h e i r  gas to  c u s t o m e r s  in D e a d h o r s e ,  in t h i s  
c a s e  N o r g a s c o  w i l l  a c t  as a c o m m o n  c a r r i e r .  B u t  f i r s t  the 
p i p e l i n e  has t o  be built.

R e c e n t l y  I l e a r n e d  t h a t  y o u  h a d  r e q u e s t e d  a r e f e r r a l  of t h e  
b i l l  to y o u r  C o m m i t t e e .  I a m  a n o v i c e  at p o l i t i c s  in J u n e a u ,  
h o w e v e r ,  I u n d e r s t a n d  t h e r e  is a t i m e  l i m i t  on t h e  s e s s i o n  
a n d  w e ' v e  g o t  a l o n g  w a y  t o  g o  w i t h  t h i s  b i l l  a n d  a s h o r t  
t i m e  to g e t  there. W i t h  t h i s  in m i n d  w e  a s k  t h a t  y o u  w a i v e  
r e f e r r a l  so t h e  b i l l  m a y  be  v o t e d  o n  in t h e  S e n a t e  a n d  s e n t  
to the H o u s e .

M y s e l f  a n d  s e v e r a l  o t h e r  B o a r d  M e m b e r s  of T h e  A l l i a n c e  are 
p l a n n i n g  a t r i p  to J u n e a u  on M a r c h  21, 1988. I l o o k  f o r w a r d  
to v i s i t i n g  w i t h  y o u  then. If y o u  h a v e  a n y  q u e s t i o n s  p l e a s e  
f e e l  f r e e  to call.

V i c e  P r e s i d e n t ,  O p e r a t i o n s




