


NORGASCO, INC.

8740 Hartzell Rd. Anchorage, Alaska 99507 (907)344-6742
fi 2 6 1988

February 24, 1988

Senator Bettye Fahrenkamp
P. 0. Box V
Juneau, AK 99811

Dear Senator Fahrenkamp,

I would like to express my strong support of SSSB 357. Under
the current statutes the APUC has jurisdiction over all
utilities with ten or more customers. This legislation will
exclude only natural gas utilities with fewer than 100
subscribers all of whom are commercial customers from their

jurisdiction.

The APUC 1is a fine organization for larger utilities and
obviously the legislature had this in mind when they exempted
those utilities with less than ten customers. We believe 1in
the check and balance system of government and industry, and
SSSB 357 allows for the re-regulation of a utility under this
category by a simple petition (AS 42.05.712) of the

customers. This will prevent the utility from taking unfair
advantage of its 1l customers.

As you can tell, the bill was drafted so that it would not
concern any of the Bush areas, only Deadhorse.

The problem boils down to project financing. This 1is not a
bankable project because there are only 40-50 customers, they
are all in the same business, and they are all suffering
financially, so the banks see the project as high risk. This
leaves us looking for venture capital. After the venture
capitalist has reviewed the project they all come to the same
conclusion, 1if the project fails they lose everything and if
the project succeeds, you have the APUC there to limit your
return on investment. Needless to say they don"t spend much
time seriously reviewing the project after they understand
how the APUC works.

We hear a lot of talk about less government, creating jobs,
finding new sources of revenue for the State, cutting down on
lir pollution, and stimulating the economy, this legislation
accomplishes all of these by creating construction and
permanent jobs, State royalties collected on the gas sold,
reduced NOx emissions from the numerous diesel generators,

a. will substantially reduce the overhead of the Companies

op ting at Deadhorse.



The State will receive in excess of $20,000,000.00 from
royalties alone over the life of the project. It will take
over 40 construction workers to build the system and will
employ 6-8 people full time once it is in operation. The
State will also receive severance taxes from the producer and
added corporate income taxes from ARCO Alaska and Norgasco.

The Department of Natural Resources, 1in issuing our land use
permit, has reserved the for the State the right to use the
pipeline to transport the States royalty gas to the State
facilities that we intend to serve. This will also allow the
State to market their gas to customers in Deadhorse, in this
case Norgasco will act as a common carrier. But first the
pipeline has to be built.

Myself and several other Board Members of The Alliance are
planning a trip to Juneau on March 21, 1988. I look forward
to visiting with you then. If you have any questions please
feel free to call.

Raymond R. Latchenm
Vice President, Operations
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ALASKA PUBLIC UTILITIES COMMISSION

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

February 26, 1988

Senator Tim Kelly
Chairman Labor & Commerce
P.0. Box V

Juneau, AK 99811

(Mail Stop 33J.00)

Dear Senator Kelly:

STEVE COWPER,&ODVERNOR

420 "L" STREET
SUITE 100

ANCHORAGE. ALASKA 99501
(907) 276-6222

The attached comments on SS for SB357 were telecopied
to you on February 25, 1988. IfT you have any questions,

please do not hesitate to contact me.

Sincerely,

ALASKA PUBLIC UTILITIES COMMISSION

Susan M. Knowles
Chairman

Enclosure



Alaska Public Utilities Commission

Comments on SS for SB357

February 22, 1988

Under SS for SB357, gas distribution utilities serving
fewer than 100 commercial customers would be exempt from cer—
tification and economic regulation by the Commission unless the
subscribers elected to be regulated. The Commission is not aware
of any compelling reasons for exempting a special class of gas
distribution utilities from regulation while fully regulating all
other gas distribution utilities. The Commission also believes
that commercial customers in groups of less than 100 are entitled
to the same level of public protection as residential customers
and as commercial customers 1in groups of more than 100. In addi—
tion, there are some unique safety considerations associated with
natural gas service, which would not be monitored under the pro—
posed exemption scheme. (See 3 AAC 52.010 - .080.)

The Legislature should also be aware that SS for SB357
directly affects a proceeding currently pending before the Com—
mission. One company (Norgasco, 1Inc.) has filed an application
to provide gas distribution service to commercial customers in
the Prudhoe Bay/Deadhorse area and has requested that it be ex—
empt from economic regulation. Three other companies (Arctic
Utilities, Inc.? D.J. Moore Corp.; and North Slope Gas Coopera—
tive, Inc.) have indicated that they intend to file applications
to provide the same service in the same area. The initial appli—
cant and potential competing applicants are currently in the pro—
cess of completing or filing their certification documents, so
the Commission can proceed to decide the case.

In addition, the Commission has received a letter (copy
attached) from the North Slope Borough, one of the prospective
customers of the proposed gas distribution utility, stating that:

There is a legitimate public interest concerning the rates,
quality of service, management practices, and customer com-—
plaints 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.



Thus, if this legislation is passed, the established
Commission procedure of evaluating competitive applications to
determine which company is the most fit and able to serve an area
would be interrupted. Instead, any or all of the potential gas
distribution utilities would be free to enter the market under
terms, conditions, and rates that would not be subject to regula—
tory oversight unless the subscribers petitioned for a regulation
election. The Commission does not believe that this approach is
in the public interest; specifically, it cannot assure that the
best company 1is necessarily the one which serves the area; it
allows for potentially uneconomic duplication of facilities by
two or more providers; and it gives commercial customers a
second-class level of protection from monopoly or oligopoly pric—
ing practices.

If, however, this bill 1is endorsed by the Legislature as
good public policy, the Commission suggests that the reference to
"subscriber petitions™ be modified for clarification and for con-—
formance with other exemptions in AS 42.05.711. Thus, the exemp—
tion would state "unless 25 percent of the subscribers petition
the commission for regulation under the procedure described in
AS 42.05.712."
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NORTH SLOPE BOROUGH

Servica Area #10 B (C 22 Pill* 21

i Pouch 340044
Prudhoe Bay, AK 99734
Tolophono: (907) 659-2645

December 16, 1987

T.S. Moninski Il, 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 1is 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 facility in a cost effective manner which includes
purchasing of natural gas from a utility which 1is 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 a stable price for heating oil.



December 16, 1987
Page 2

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 1inadequate delivery. Normal operation of our incinerator
requires us to be able to immediately add heat 1in a specified quantity

when needed. Failure to do so could result in Service Area Ten violating
the Air Quality Regulations established by the State of Alaska,
Department of Environmental Conservation resulting 1in a fine being
assessed on Service Area Ten. IT Norgasco was exempt from regulation by
the APUC, SA //10 would have little recourse if Norgascols 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 //101s planning efforts for future energy usages and costs.

Documents relating to the gas contract with 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,

JED/JET/el

cc: Norgasco, Incorporated
Dennis Roper, Coord., Ind. Dev.
Files



Alaska State Legislature

SENATE P.O. Box v
_ State Capitol
O ffice of the President Juneau, Alaska 99811
MEMORANDUM
February 27, 1988
T0: Senator Tim Kelly, Chairman

Senate Labor and/Commerce Committee

FROM: Senator Jan Fai
President of the"

SUBJECT: SSSB 357 "An Act ex&hptdng certain utilities with no more
than 100 “ibscribers from regulation by the Alaska
Public Utilities Commission or a municipality and
providing that the most extensive exemption from
regulation applies when more than one exemption is
applicable to a utility."

As you know, most utilities operating in the State of Alaska are subject
to regulation by the Alaska Public Utilities Commission (APUC).

However, AS 42.05.711 provides for various types and sizes of utilities
to be exempted from regulation.

SSSB 357 extends this, exemption to certain gas distribution utilities.
It provides that a gas distribution utility that has no more than 100
subscribers, all of whom are commercial subscribers, 1is exempted from
regulation by the APUC. However, a majority of the subscribers may
petition the APUC for regulation if they so desire.

The purpose of this legislation is to facilitate the construction of a

gas distribution system in Deadhorse. The construction of a gas
distribution utility in that town has substantial public benefit. Over
40 construction workers will be required to build the system, and six to
eight to operate it once it is completed. The state will receive in
excess of $20,000,000 from royalties alone over the life of the

project. Pollution from the many diesel generators which currently

supply power in Deadhorse will be reduced.

A problem with requiring APUC regulation of this project is financing.
The project would only serve 40 to 50 customers, all of whom are in an
economically distressed industry. Banks view this as a high risk
project, which requires the system builders to seek venture capital.
These investors do not consider the potential return on a utility
regulated by the APUC to outweigh the downside risk of project failure.



in the other situations where APUC regulation does not
the public benefits

if

In this case, as
occur except by petition of the utility customers,
of regulation are outweighed by the benefits which would result only

regulation is waived.

Please contact my office if you have any questions or comments.
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Alaska Fublic Utilities Comminnion
Cormar.ts cm sg for SB??7

February 22, 3.923

Under S3 for SB357, gas distribution wutilities sarving
fewer than 100 commercial customers would be- stumpc frc-iu cer-
tification and soonomic regulation by the Cobrd asion. unless th«
subscribers slanted to be r®gui*t*d. The c¢-.;um.Ua .or is not awar-
of any compelling reasons for sn&ugtirg m u .«c. tl L2 of gr.s
distribution wutilities! from. regulation vrilv fully rmvjulahinr >.I!
other gas distribution utilities, Tim- tvvuu === mge— ] -
that commercial cuAtcr.*-** in grcaria of La? ; th.":» lee r-:*a -*«tiub;
to the sr.-wvo Isvel of public probation no rae-idsntisl o0o0..v.c;'.crc
ancl as commercial cu«»toxn*srs in groupr? of move then ICC. In addi-
tion, tharo arc some union* eaiv.ty costsi ions -uacv; lats-.d vit;
natural gas ss.rvico, which would not b* monitornd vnl-:r th* pro-

posad &K<i:nption sc?--sm«. (See > &AD 52.010 ~ ,020.;

The Legislature should also be nwar-a that 7" for SB33“
directly affsota a proceeding currently pending bs-fora the ccra»
mission. One comeany (Norgasco, Inc.) has an application
to provide gas distribution service to commorciai customers in
the Prudhcc Day/Daaihors-3 .vra* and has vaqunstad that it bo ssm

anr-h  from. -=mp. ole
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u-i Titian, Inc.? D.7. Moor* Coen.. «=* vor=): :" j —<-mmx :rliCGW-
tiv«, 1Inc,/ hav« irdiccred that. they Intend to 1in:.a ;ppl;.ca::icn3
to provide the saisa service im th.-. _came “ho iblfcisX appli—
cant and potential comparing applicants are currently in the pro -
cssa of completing or filing their cert Ific;*clou clocurvs-ntn, so

the Commission can proceed to dacidft the case.

In addition, the commis*1ion hs?, raceivsd a latter (copy
attached) from, the North Slopa Borough, one of the prgspectivo
customers of the proposed gas distribution utility, stating that:

There is n legitimate public intoward;, concerning the ré&tas,

guality of service, managar.iant practice, and ouator-ti: corn*
plaints associated with the cparacion c¢f a natural goo

utility in Dsndhcra?*. For this ren”o:: tV-* Scrough i'vula
that Norgasco, Inoorncratad d".ou'.d t® wu.hdj'i'.t r.o '-11
appropriate <=regulations govsrnir.g rh* rav" £\ and

operation of V. natural gar utility,

Thus, if this legislation v> p a . : - *«uscl it-hiud
Commi-ion procedura of evaluating comp*ti ;===l"_j-rtievG to
uator.ralne which company 1is the most Sit and *bis r.; srrva ar. area
would be interrupted. Instead, any or ell of - e potsrttiald gas
distribution utilities x;ouH be frao ;;0 -siit*™ v/.v =#i-nsy. under
barms, conditions, and rates that rev.ld ecu be. v.r.-jost to regula—
tory oversight unless ih* subsc:::i.bv-:"i pv-ti tloned for a regulation
election, Th-o Commission dc*5 non i~ that thin approach is
in the public i:it-?.r*si:; spaolfical’y, fr. c*ra.cr. : ° . uhnc th-u
best company 1is necessarily the ore vhTeh. r.srve-. the area; it
allows for potentially uneconomic duplication of facilities by

twe or mors providers; and it givee csunm-vrcial customers a
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ill" practices.

if, however, this bill is endorsed by th© Legislature as
gccd public policy, phs Cofifitiasior. suggests that "ho rsfsrsnc# tc
“subscribes: petitions” b« modified for clarification -a-d for cor,~
fornanca with other exairiptions in AS 42,05.711, Thus, tha exemp—
tion would state, unless 55 oercsnt of oho subscriber© pctilion

tha commission for regulation wun.is.r the procedure daaoribec ir

ok m
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; Article A% AV 1 As 71
' i.  Gas Utilities Aw ANV
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L Allocution «f Facilities end Services | MC & O!'?_ ! A/ENCU va
< Deiv/een C o *»e£liul;i-c |.hiiklc? - 1 -A W =.m AL
it (3 AAC 52.1J0-3 AAC 52.150) : VP tlAT23. u construct
J.  Teleohcmo Utilities
i (3 AAC 52.200-3 AAC 52 340)
t 4, Electric Utilities
5 (3 AAC 52.400-3 AAC 52.500)
! article s.
!l GAS UTILLtTIfiS
{
\ Section
JO, Application
. 20. Compliance with Mirii.nun* Federal
% Safety Stan.ijrl; for Css f.tnes
h 30.  Records, reports rml Insertion fftr
i Compliance
li 40 Pipeline 'ooasina u>nlc-t
ie 50. (He-prided)
> CO.  RevOr« ¢ I'.-nS'dir/I'de.i ir.i.S'!". plicJ--J
lif 70,  Accidents or inddenA
] 80. Definitions

3 AAC 52X10. APPLICATION. (a) 3 AAC
52.010 - 3 AAC52.0A0 of 8:ischcpla: apr!> to
all utilities either now o: hereafter subject to the
regulator Jurisdiction of the Alaska Public
Utilities Commission.

(b) Upuii e e'cpt.ibis .mowing by a utility. :ii-
CGinmissior. may tysUv, <® to that utility, the
provisions of any regulation in ,<A/.C *?..01U -
3 AAC 52.030 or any provision of tins Minimum
Federal Safety Standards for Gas Lines with
approval of the Secretary of Transportation.

(c) No utility may deviate from the regulations
in 3 AAC 52.010 - 3 AAC 52.030 or lh«
standards cited in (b) of this section without thr
comniission’s prior written approval.

(d) If nonjurisdictiona! entities a* thtiir discre-
tion elect tc conform to 3 AAC 52.010 3
.AAC 52.080, the commission will cooperate
with them in maintaining records .mil daveJofing
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and_maintain gas n k! dhtrhutfun cer ihnti
raciiitiss In - accordant "it!, ihe Minim PIfJiT; lew = ]
Federal _Safety Sund-ircis fOr Gas Lin>a w 42.05.4;1) Mi? i30: ™
defined in 3 AAC s2mq(e). (2ff. 2/21/6° Reg Rep. 44) )
30;am 1/13/73, Reg. 4zﬁ Ay-hoijty: AS 42.05.141
Authority: AS 42.05.291

3 AAC 52 » fI'D n OSINCIDENTS.
3 AAC 52.030, RECORDS, REPORTS, AND W Fi.ch r/lcc vvvvh he com*
INSPECTION FOR COMPLIANCE, (p.v) Each  mission to pm. raductloa ir. hazard within

R

utitity Shall establish and maintain record?,
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” Nature! Gas Pipeline”Safety Act of
1968 and the standards adopted i, 3 AAC
52.020. The records, reports end information
shall be kept in accordance with AS 42.05.d91.

(b? Each utility shall file with the commission
a_plan for inspection and msintengnc* of each
pipeline facility owned or ogerated by rhe
utility, and any changes in the plan, if tiro
commission finds that die plan Is inr.dec.tu*.: to
achieve safe operation, U;: commission r'ail,
after. notice said opportunity. for a hearing,
require the plan tn ni ;ov?>=%i. (Eff. 7/z|/dﬁ
'‘Aeg. 30; sir, 1/13/73. R;Ly 44)
AudiGUv; AS i2.0c.MI
AS 42.05,461
AS 42.05.501

3 AAC 52,040. PIPELINE LOCATING SER-
VICE. Each utility ahull offer locating-7
service to any individual or utility requiring such
service. The U'[I|I'[?4 aha!! make a reasonable
effort to assure .that the avallablllt%/ of this
sc;vice is made known iuronghout its srer. of
operation 1fa durgo is made for this ssr/ic;, it
shat* be basad on the cost to the utility of the
spersonnel required to operate the e(\mpment
end shall not afford the utility an)( allowance
for the utilization_cf equipment. (ETf. 2/21/47,
Reg. 30; am 1/13/73, Reg. 44) .

Authority: AS 42.05 291

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

3 AAC 52.060. RECORD OF NON-
SCHEDULED INTERRUPTIONS. Each Pas
utility shall keep a record of each nor,scheduled
interfuption to service, si-owi-j the location
date, time, duration »nd «; mm " % in'rsw-M

rhe industry fin* 20 lie public.

(b) Each utiiirv dell ;>;pcA es-h eecklcnt
kmnsdiaraly by ri. mon -xpiditlcua means
avsilnbde., preA-vdy by ir-"-M.gjj2. or In Person,

to 1ke co'nml.Hot™ u  -n.n.Mlon's oric« it*
AohotavA, -V _orio,i :~rvw de_mﬂnated by
the conimitiion. Tie noiifickdtm sitall include

the tacatteri k-» to.- of tiv acddsni. <brief
dcawiptbr* of mx and ramas of the
indlvid«ai(3) ~ of repair operalion
*nl the Indi-raiMiA to La ccr--3CU-d by the
ec.miVihsVi ere o I A rmarion

(~) A'vufg v e ' & lidef.; shell 1D
file*} with the - e m m «dtl 20 dVyi after

each .HvVtd1l: . . . b?
oon:-';---i..  Ci A

Accident or 1 A M furm or the
Unhsd 5M.i3 Wr i rrr.sp-"o-tslon’s
Fojr:  IX-T-F-“1'0.1 jrr-;:iiiiAn - and
inther/.y sysicm: c mvei.drxtjOfria

not compleivd -viilfn ti.e 'O-dsy peood, the
utility shall flick -m *d::il:orxi v.racen report with
ch; commivsion oot tita t.cnvy-Cjt:of the
investigation and a ===l='an rcptjr; of the progress
of the. im-ciiU-'hv, wory days unFi the in-
vestig-itlor: it > x , (E -7 :,-:i."69, Atg, 30;
un 1/13/73, f < 44)

Autiv-jr-ly: A.:. 42.0S.541

A« 42.05.29!

3 AAC 5?.0:u. f?F?N-T>ON... TjVJcss the

conterci *'hxvL- "AAC52.010 -
3 AAC 52.070

1) "sodden: ‘r-ocni 2 *cd.i%snt s: incident
occurring in v rtf." invoSvms *-capu cf gee
from y3g a t h e r o r distribution
#}/ICIllf[le-ll re_sm*'r.p in_pencnN iUty inquiring
ospitafiaaiinn, fotiijty, v prof?:™*/ tisriage
ax..e*%41n« 31,000;

’2} "oc.Hinus - ‘e ld. h
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150.

¢ AAC S2.no. fURPOSfe*, Tw purpose of
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3 AAC 52,17.0 AUTHORITY TO CON
STRUCT FACIUTfES OS h'ERYE CUS-
TOMERS. (a) ?'0 5tectrie uC'k; opj-Jtin'j
in direct cotnpe'.hio;: v.:h ;r.a 0. more electric
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T.S. Morsitiski 1T, Executive Director
ALASKA PUBLIC UTILITIES COMMISSION
420 L Stt-aat, Suite 100

Anchorage, Alaska  $9501-1937

SUBJECT: NOTICE Or UTILITIES APPLICATION 3Y KORfIASCO, 1SC.
Dear Hr* Honinski:
The North Slope rorcu%Vs Saiviee Arca Ton is ir.orrrrajjerf to saa

Korgaacc, Inc. continue thsir dtf'/olop.r.sct or a natural yrs utility for
Saadhors'a, All busir.eaijea cpferuciug i O s . ommma'-cl - ;. 2 1*1lv vvr «olid

u«3s* diypoasi, sevego tritf-ar.c “yr3 £ of trc-nm---. . liiv- co;m
benefit significantly if ¢ chopv.ni-lbi;; e ¢ -p> 1-1-5> priced
natural gan v«rs thde available t* a3 «me :h- _
rhe opportunity £. is_prowde C0S*3.;13 . e, A o -'omeni
anllcat_lon for exexptiott f'coa APUC r.4 lcua 2*32: viv-iil, quality

of ‘aervica, raansgoo'iant prscticoi?-. arJ ¢ r  conplsints*

Since the North Slone Ecrc-ugh'cs Solid Mi-asa ‘ability Lo apublic cvned
operation, the Borough he2 an oblisstdrn u- its rectieinner, to operate their
Daaqgl.orGC solid va?te facility In a we<c eff-sctlva tnr.nuv which includes
purchasing ct' natural gae free s uii.ll! -which :U rs-cnlrvl to follcy tan
re%u_latory lave £sV.lli>*heJ to pirctecr. rha public, “hvto is n la*ltinato
public Intereai; eer.earning, the cntoa,-uality oC javvics,  ranagereenr
practicea, and oub5tenser :l0-tplaioc: a.sacMr-sm wl<r r--j jon” of a
natural gas utility ivl Dasdhcrss. For thiv rujwr: ths ~ gL £u:lu that
Norgfciico, Ircosporntad uhonld bn awhbjut: to all a,j.rcpri-..e rugylUdone
govarnihg the certiffeation r.ri operation of a natural gea utility.

Our Service Ar«s Tan Plant lingInc:-r »::l.ulntied Jrhst r-r-ee? of the
natural gas <«totad in th« Notice eswill :>"ee«do Service .-raa_ Ton vich s
20S to. 253 aavings avtr the yraavnt fool vc<ita for nvfc Jr:cir.gi.tcor and
boilera. Si.ios the Application =~ 1 tlr wes" L v.; ho utv-ferollsd
by the APUC, the NSB ‘qdy have lietin over f..uvu rata in.crarmco.
A 107 r#la increeas e«ch yasr for two sm5c would eliminate any cost
benefit of natural gae saauaili'ig a sc*»tl« r.ri‘ca for heating oil.

L. ~/3
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The _guantlty rn'l finality of the grS provided to uc cor. VIVO 30rQ
signi?icant effect's  eve operation, Ir tha dlitviluc .or. sysrnr: fa under
dsuuinetl or 1. ths quality of c'U varies signifies' fitly v- stay e*furlsnca
problems c¢f ind<kquatd tialivavy, Noraal operation of cue incinerator
requires U3 to be able to isaediiJfeely add heat lu a specified quantity
whan needed, Failure to do so could result in oarvim Avaa Tar. violating
the Air quality Re?,ulatlons Established by the 3e«ca of Alaska,
DspartQftfit ¢f Envlrontier.tei Cbiiaervstiotj resulting in s  fine being
asacisad or. Service Aron Ten, If Korgaaco was txawnt fvooi re?ulatllon f
the APUC, SA 010 wonid ha«« little renourea if Norge'cc-r. shrvica did no
west out raquireueatu,

Ncrgasce is requesting that the A'f" V.ee? con?Herclsi cos five yeses
technical doou™.catu avu echur pin-clrunj: inform r;o: ebewt meir dsairn,,
cc-neiiuvtioct and Kairr.onaweo c¢C thair project, Suck r regieic ec-ul
orfac? £A irl0's plir.ning 2*forts s« Stirc energy .yey:." nod COcé ;s

Cfrursanco telat.lag la tlr, w2; Ovri.r.ir nifet: ' . ™ Coeeh) fes

do public so that the »tabi!Pry ¢C t'v. utilicy old tr-ye ] +**ora

fee otvelvsied. T-*% i can dicfey .Hocl cle » . b,u"-a
a enr.juu-if.
The Hcr'-h Slope Saeot.gh toque:..cs i m bo Wor i.ccii-; . . e-egrare
of thi.5 application Hw the Scrg«eco- Xrcorforst'd mwm «:  mfeel a
rafcurnl gas utility will greatly jwHKrica tfe? T/i-cdho:.. CIV-
bv.siriessws opetaling there..
Sincerely,
NORIK St.OPE BuBOIiGH
4.. v -r"

Manager, Service. Aren Tor.

JTD/ITT/ei

rc. torgur.co, Tncorporstnd
|PJ_e|nn|a Koj>«c, Ccord., Ir.d. Do'-,
iles
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NORGASCO, INC.

8740 HartMll Rd. Anehorm. AJuki 99507 (907)344-8742

February 24, 1988

Senator Arlias sturgulewaki
F. 0. BOX V
Juneau, AK 99811

Dear Senator Sturgulewaki,

I would like to expreeo my strong support of£ SSSB 357. Undor
the current statutes the APUC has Jurisdiction over all
utilities with tan or more customers. This legislation will
exclude only natural gas utilities serving less than 100
commercial customers from their Jurisdiction.

The APUC in * fin* orgAniaa.fci.ssn fOr largar utilitiaa and

obviously the legislature had this in mind when they exempted
those utilities with less than ten customers, we believe in
the check and balance system of government and industry, and
SSSB 357 allows for the re-regulation of a utility under this

category by a simple petition (AS 42.05.712) of the
ouatonierB. Thia will pro*/onfc the utility from taking unfair
advantage of its" customers.

As you can tell, the bill wa*a drafted so that it would not
concern any of the Bush areas, only Deadhorse,

The problem boils down to project financing. This is not a
bankable project because there are only 40-50 customers, they
are all in the same business,, and they are all suffering
financially, so the banks see the project as high risk. This
leaves us looking for venture capital. After the venture
capitaliot has rovlewed the project they all come to the same
conclusion, 1if the project fails they lose everything and if
the project succeeds, you have the APUC there to limit your

return on investment. Needless to say they don®"t Bpend much
time aerinnaly r<wiawing tha prnjacf. after they understand

how the APUC works.

We hear a lot of talk about iasa government, creating jobs,
finding new sources of revenue for the state, cutting down on
air pollution, and stimulating the economy, this legislation
accomplishes all of these by creatirg construction and
permanent jobs, state royalties collected on the ga« acid,

reduced NOx emissions from the numerous diesel %enerators,
and will substantially reduce the overhead of the Companies

operating at Deadhorse,



The State will receive in excess of $20,000,000.00 from
royalties alone over the life of thty projects It will take

over 40 construction workers to build the system and will
employ 6-8 people full f.Im© onop ic la in operation. Th*
State will aleo receive severance taxes from the producer and

added corporate income taxes from ARCO Alaska and Norgasco.

The Department of Natural Resoureee, 1in iaauing ©ur land up®©
permit, has reserved the for the State the right to use the
pipeline to transport the States royalty gae to the state

facilities that we intend to serve. This will also allow the
Stete to market their gas to customers in Deadhorse, 1in this

case Norgasco will act as a common carrier. But first the
pipelina has to be built.

Recently | learned that you had requested a referral of the
bill to your Committee, I am a novice at politics in Juneau,
however, 1| understand there is a time limit on the session
and we"ve got a long way to go with this bill and a short
time to get there. With this in mind we ask that you waive
referral so tho bill may be voted on in the Senate and sent
to the House.

Myself and several other Board Members of The Alliance are
planning a trip tnn .Tunpau on March 21, 1988. T looV forward
to visiting with you then. If you have any questions please
feel free to call,

Vice President, Operations





