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RECORDS
CERTIFICATION

|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
reqular course of husiness, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.
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COMMITTETE REPORT

HOUSE

FURTHER:

Date:

Mr. Speaker:

The Committee on has had '
it the U.S. Senate to reserve ee=e ratiftication Articles 5 and 10 of the
*0r0sed. United State-United Kinl,dor. TaXx Convention.

under consideration and (a majority of the committee) (the committee

reports it back as follows)

() recommends it do pass () recommends it do not pass

() recommends it dopass with attached amendment(s)

() recommends it bereplaced with CS for

and () new title () same title
() AND attaches a Letter of Intent () New Fiscal Note
() reports it back without recommendation
() and recommends it be referred to the Committee

MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:
oM< 1 .S AY I -C

< |7\

Chairman
H 60 (rev. 6/77)



Original sponsors: Giuening, Snider,
Sw. nson and Meekins

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE JOINT RESOLUTION NO. 46
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION
Urging the U. S, Senate to reserve from
ratification Articles 9 and 10 of the
proposed United States-United Kingdom Tax
Convention.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS the government of the United States has requested the advice and
consent of the United States Senate to the "Convention Between the Government
of the United States of America and the Government of the United Kingdom of
Great Britain and Northern Ireland for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion With Respect to Taxes on Income and Capital
Gains", which was signed by the United States government on December 31,
1975; and

WHEREAS Articles 9 and 10 of the Convention would seriously Ilimit the
abilities of the several states to tax corporate income earned in these
states by United Kingdom corporations; and

WHEREAS the current diversity of tax laws in various states and nations
allows interstate and multi-national corporations to shuffle their accounting
of income, deductions, receipts and expenditure.0 between jurisdictions in
such a way au to avoid taxes lawfully levied by the states; and

WHEREAS the "unitary business doctrine” which allocates the income of
the entire corporation among jurisdictions by a fixed formula is the best
means individual states have for claiming their full share in taxes of the

total taxable income of the interstate corporation; and

WHEREAS Article 9 of the United States-United Kingdom tax treaty would

limit the states' right to develop a reasonable system of taxation; and

-1- CSHJK 46



WHEREAS the use of the federal treaty power |Is, under our federal con-
stitution, a most inappropriate mechanism to deal with the taxing powers of
the state;

CE IT RESOLVED that the Alaska State Legislature respectfully urges that
the United States Senate reserve from ratification Articles 9 and 10 of the
United States-United Kingdom Tax Convention.

COPIES of this resolution shall be sent to the Honorable John Sparkman,
Chairman of the Senate Foreign Relations Committee; to the Honorable Ted
Stevens and the Honorable Mike Gravel, U. S. Senators for Alaska; to the
Honorable Cyrus R. Vance, Secretary of State; and to the Honorable W. Michael

Bluinenthal, Secretary of the Treasury.

CSIIJR A6 -2- 1



m|%efmJn|canors
MEMORANDUM State of Alaska
0, 9]%/7
Legislative AI"lAirs -
DRE | May 30, 1978
from:  vicki Wilson JBET  nJR 45

House Finance Committee
Rm 411 - Phone: 3795/3796

Please prepare as per attached and return to me by
10:00 a.m. tomorrow.

Thank you.



Introduced: 1/10/78
Referred: Finance

1 IN THE HOUSE aNDGV&EEH
HOUSE JOINT RESOLUTION NO. 46
IN TH LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - SECOND SESSION

Urging the U. S. Senate to reserve from
ratification Articles 9 and 10 of the
proposed United States-United Kingdom Tax

8 Convention,

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

0 WHEREAS the government of the United States has requested the advice and

1 consent of the United States Senate to the "Convention Between the Government

p of the United States of America and the Government of the United Kingdom of

i Great Britain and Northern Ireland for the Avoidance of Double Taxation and

u the Prevention of Fiscal Evasion With Respect to Taxes on Income and Capital

15 Gains", which was signed by the United States government on Dece. f'r 31,

1 1975; and

7 WHEREAS Articles 9 and 10 of the Convention would seriously limit the

8 abilities of the several states to tax corporate income earned in those

1 states by United Kingdom corporations; und

A\ WHEREAS the current diversity of tax laws in various states and nations

7 allows interstate and multi-national corporations to shuffle their accounting

77 0f income, deduct|ﬁ {ece|pts and expend|tures betw en Jur|sd|ct|ons In

» Such a way as to tax’ e|rpend|tures ynd- he vttntms—quEsdﬁc’\ !
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2
e WHEREAS the "unitary business doctrine” which aljocates the income of

. the entire corporation among jurisdictions by a fixed formula is the best

o means individual states have for claiming their full share in taxes of the
» total taxable income of the interstate corporation; and
el WHEREAS Article 9 of the United States-United Kingdom tax treaty would

-1- HIJR 46



limit the/states," right to ap>ly-trhgAinitary business-doctHr-ine-"tffiue-ereat-ing
an opp.o™unxt”for-Tnasgive-avo™rdance-of-Alaska--atate—income. £axes-due-on
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' WHEREAS_Article 10 of the Convention would limit totai“taxation-bjrtTie
United States and the individual st'te3="afP:3lIrXdends earned in the United
States and paid_ 'sident corporation of the United Kingdom to 13"per
centoriess,

BE IT RESOLVED that the Alaska State Legislature respectfully urges that
the United States Senate reserve from ratification Articles 9 and 10 of the
United States-United Kingdom Tax Convention.

COPIES of this resolution shall be sent to the Honorable John Sparkman,
Chairman of the Senate Foreign Relations Committee; to the Honorable Ted
Stevens and the Honorable Mike Gravel, U. S. Senators for Alaska; and to the
Honorable Cyrus Vance, Secretary of State™ UL*o 6
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Introduced: 1/10/78

Referred: Finance
| IN THE HOUSE RNDGI\PABEMW@SMDER’SWANSON
) HOUSE JOINT RESOLUTION NO. 46  (.r/fllfifiiCZ)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 TENTH LEGISLATURE - SECOND SESSION
6 Urging the U. S. Senate to reserve from
6 ratification Articles 9 and 10 of the
7 proposed United States-United Kingdom Tax
0 Convention.
9 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA
0 WHEREAS the government of the United States has requested the advice and

11 consent of the United States Senate to the "Convention Between the Government
p of the United States of America and the Government of the United Kingdom of
3 Great Britain and Northern Ireland for the Avoidance of Double Taxation and
u the Prevention of Fiscal Evasion With Respect to Taxes on Income and Capital
16 Jains", which was signed by the United States government on December 31,
o 1975 and
1 WHEREAS Articles 9 and 10 of the Convention would seriously limit the
B abilities of the several states to tax corporate income earned in those
states by United Kingdom corporations; and

WHEREAS the current diversity of tax laws in various states and nations
allows interstate and multi-national corporations to shuffle their accounting
of income, deductions, receipts and expenditures between jurisdictions in
such a way as to minimize their tax expenditures and the various jurisdic-
tions' tax revenues; and
" WHEREAS the "unitary business doctrine” which allocates the income of
o the entire corporation among jurisdictions by a fixed formula is the best
77 means individual states have for claiming their full 6hare in taxes of the
B total tuxable income of the interstate corporation; and
i WHEREAS Article 9 of the United States-United Kingdom tax treaty would

-1- HIR 46
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limit the states' right to apply the unitary business doctrine thus creating
an opportunity for massive avoidance of Alaska state income taxes due on
north slope oil income earned by British Petroleum Corporation from north
slope oil; and

WHEREAS Article 10 of the Convention would limit total taxation by the
United States and the individual states on dividends earned in the United
States and paid to a resident corporation of the United Kingdom to 15 per
cent or less;

BE IT RESOLVED that the Alaska State Legislature respectfully urges that
the United States Senate reserve from ratification Articles 9 and 10 of the
United States-United Kingdom Tax Convention.

COPIES of this resolution shall be sent to the Honorable John Sparkman,
Chairman of the Senate Foreign Relations Committee; to the Honorable Ted
Stevens and the Honorable Mike Gravel, U. S. Senators for Alaska; and to the
Honorable Cyrus Vance, Secretary of State.

HIR 46 -2-
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A CERTIFICATION

|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
reqular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

= Signature of Camerd Operator Date



Eclating Eﬁ.the creation of. a Ae?islat've task force to iInvestigate research*®
*I, public repositories or dafa, and information dissemination agencies.

COMMITTEE REPORT
HOUSE

77 Date
Mr. Speaker:

The Committee on FTAANOR has had

under consideration. A majority of the members of the Committee

o recommends it do

o recommends it do

0 recommends it do

£7 recommends it be and that
cs for /<. A T do pass

/ / (and) recommends i1t be referred to the
committee

/~7 reports it back without recommendation

/~7 AND attaches a report of 1ts intent

I~~7  (other) -

MEMBERS SIGNING THE MAJORITY REPORT:
|

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:
recommends:

recommends:

recommends:

y

Chairman
H 60
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THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE

FISCAL -NQT6.

4

REQUEST
Bill/Resolution No. c¢s HCR 47

Title Rel to the creation of a leg, interim comm, to investigate research needs.
Requested bv ~ Finance Committee Date  April 7. 1977

FISCAL DETAIL
Agency Affected Legislative Affairs Agency

Program Category Affected General Government
Budget Request Unit(s) Affected Council & Subcommittee

E2i "F.NDITURES  (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82
PERSONAL SERVICES
TRAVEL 18,000
CONTRACTUAL 10,000
COMMODITIES
EOUIPMENT
600 - LAND & STRUCTURES
GRANTS. CLAIMS. TC.
TOTAL
28,000

GENERAL FUND

FUNDING  (Thousands of Dollars)
28,000

FEDERAL FUNDS
OTHER (Specify)

POSITION 3

FULL time:
PART TIME
TEMPORARY

ANALYSIS (Sec Fiscal Note Preparation Instructions, Section II)

A0 TRARL

Interim meetings - 2 in Anchorage
1 in Juneau

300 CONTRACTUAL

Review of cost effectiveness of computer vs. telex and phone link
for n data system; In veiew of various university data collection
and distribution systems.

e V. DATE April 7, 1977 PREPARED BY
AGENCY
Original: Legislative Finance PHONE
cc: Budget and Munaeemc*.

Prime Sponsor (First Legislator Named)

33-001 (Rev. 10/70)
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Original sponsors: Cowper and Gardiner

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE CONCURRENT RESOLUTION HO. 47
IH THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
Relating to the creation of a legislative
study panel to Investigate research needs,
public repositories of data, and Informa-
| tion dissemination agencies._
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS there is a pervasive need for adequate research and development
of information and technology for both government and private industry utili-
sation; and

WHEREAS there is a need for thorough and efficient data collection vhich
IS available to user groups through public data repositories; and

WHEREAS thcro is a great need for the synthesis of information obtainod
from research and development and data collection into formats vhich greatly
increase the value of the data to all information users; and

WHEREAS there is a great need for the dissemination of information In a
manner that best serves the government and people of tho state; and

WHEREAS the users of the aforementioned items can be generally claosifioc
as government, private Industry, and Alaska consumers;

BE IT RESOLVED by the Alaska State Legislature that a legislative study
panel shall be established to obtain tho necessary information required to
establish a centralized data system which shall be accessible at reasonable
cost to Alaska citizens, to government agencies, and to private businesses.
The study panel ohall investigate ways In which to require all information
gonerated through tho expenditure of public funds to be catalogued end placed

D,in a central location, properly indoxed, and ahall also investigate ways in
2L which to deliver the collected information to persons with noad of it; and be

-1- CSHCR 47
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FURTHER RESOLVED that the legislative study panel shall consist of five
members who shall be Jointly appointed by the Chairman of the Legislative
Council and tho Governor; at loast one member of tho study panel shall repre-
sent each of the following: the Legislature; the Covemor; research and data
collection, dissemination, and synthesis agencies; and the public at large;
and be it

FURTHER RESOLVED that the study panel may use the Legislative Affairs
Agency for basic staff support and may retain other persons who may be
necessary to the purposes of tho committee; the study panel shall report its
findings and recommendations to the Legislature on or before February 1,

1978.

CSHCR 47 -2-



Original sponsors: Cowper and Gardiner

1 IH THE HOUSE BY THE FINANCE COMMITTEE
2 CS FOR HOUSE CONCURRENT RESOLUTION NO. 47
3 IH THE LEGISLATURE OF THE STATE OF ALASKA
A TENTH LEGISLATURE - FIRST SESSION
5 Relating to the creation of a legislative
C otvdy panel to investigate research needs,
7 public repooitories of data, and informa-
8 tion dissemination agencies.

*S
9 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
10 WHEREAS there is a pervasive need for adequate research and development
1 of information and technology for both government and private industry u tili-
2 sation; and
3 WHEREAS there is a need for thorough and efficient data collection which

# is available to uBer groups through public data repositories; and

5 WHEREAS there is a great need for the synthesis of information obtained
G from research and development and data collection into formats which greatly
7 increase the value of tho data to all Information users; and

8 WHEREAS there is a great need for the dissemination of information in a

9 manner that best serves the government and people of tho state; and

0 WHEREAS the users of the aforementioned items can bo gonerally classifier

1 as government, private industry, and Alaska consumers;

2 BE IT RESOLVED by the Alaska State Legislature that a legislative study
panel shnll ba established to obtain tho necessary information required to
establish a centralized data system which shall be accessible at reasonable
cost to Alaska citizens, to government agencies, and to private busluesaes.
The atudy panel shall investigate ways in which to require all information
gcnorated through the expenditure of public funds to bo catalogued and placed

in a central location, properly indoxed, and ahall also invostlgato ways in
2" which to dollvor tho collected information to parsons with nead of it; and bo

-1- CSHCR 47
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FURTHER RESOLVED that the legislative study panel shall consist of five
members who shall be jointly appointed by the Chairman of the legislative
Council and tho Governor; at least one member of the study panel shall repre-
sent each of the following: the Lcgislatuzo; the Governor; research and data
collection, dissemination, and synthesis agencies; and the public at large;
and be it

FURTHER RESOLVED that the study panel may use the Legislative A ffairs

-«
Agency for basic staff support and may retain other persons who may be
necessary to tho purposes of the committee; the study panel shall report its

findings and recommendations to the Legislature on or before February 1,

1978.

CSHCR 47 2.



Introduced: 3/25/77

Referred: Finance

i IN THE HOUSE BY COWPER AND GARDINER
? HOUSE CONCURRENT RESOLUTION NO. A7
3 IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - FIRST SESSION
9 Relating to the creation of a legislative

task force to investigate research needs,

/ public repositories of data, and informa—
8 tion dissemination agencies.

o BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
d WHEREAS there 1is a pervasive need for adequate research and development

n of information and technology for both government and private industry utili—

;7 Zation; and

1 WHEREAS there 1is a need for thorough and efficien* data collection which
n is available to user groups through public data repositories; and

Jﬂ WHEREAS there 1is a great need for the synthesis of information obtained

» ifrom research and development and data collection into formats which greatly
i; jincrease the value of the data to all information users; and

| WHEREAS there 1is a great need for the dissemination of information in a
. Mmanner that best serves the government and people of the state; and

70 WHEREAS the users of the aforementioned items can be generally classified
as government, private industry, and Alaska consumers;

71

77 BE IT RESOLVED by the Alaska State Legislature that a legislative task

71 force shall be established to obtain and correlate information concerning (1)
71 the degree to which research and development activities of government agencies
% are meeting the needs of Alaska®s government, industry, and consumers; (2)
public agencies which have as a major function the collecting and cataloging
77 of data for public utilization; (3) the synthesis of research data into more
»l readily utillzablc formats; and (A) the dissemination of public information;

and be it
e]- HCR A7
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FURTHER RESOLVED that Che legislative task force shall consist of seven
members who shall be jointly appointed by the Chairman of the Legislative
Council and the Governor; at least one member of the task force shall repre—
sent each of the following: Che Legislature; the Governor; research and data
|collection, dissemination, and synthesis agencies; and the public at large;
and be it

FURTHER RESOLVED that the task force may use the Legislative Affairs
Agency for basic staff support and shall report its findings and recommenda—

tions on the first day of the Tenth Legislature, Second Session.

IICR A7 0.



RECORDS
" CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of «o original records

after microfilm reproductions have been made.



COMMITTETE REPORT

SENATE
FURTHER:
Date:
Mr. President:
The Committee on hashad
re .a"Ku-iU* v*; of .laska .ntivjor. . jmij. fia“iuviiig elation*

under consideration and (a majority of the committee) (the committee
reports it back as follows)

() recommends it do pass () recommends it do not pass
() recommends it do pass with attached amendment(s)

() recommends it be replaced with CS for

and () new title () same title
() AND attaches a Letter of Intent () New Fiscal Note
() reports it back without recommendation
() and recommends it be referred to the Committee

MEMBERS SIGNING DO PASS: OTHER RECOMMENDATIONS:

Chairman
S 60 (rev. 6/77)



Introduced: 1/24/78

Referred: Resources
IN THE HOUSE BY GARDINER
HOUSE JOINT RESOLUTION NO. 53
»1 IN THE LEGISLATURE OF THE STATE OF ALASKA
Je TENTH LEGISLATURE - SECOND SESSION

Relating to reimbursement of Alaska ad—

visors to salmon fisheries negotiations,

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS Pacific salmon "interception”™ fisheries negotiations have been
llongoing between the federal governments of the United States and Canada for
it |the past several years and these negotiations are expected to be completed
p within the next few months; and
i) WHEREAS these negotiations deal with salmon fisheries of great impor-
ll%tance to the commercial fisheries of southeast Alaska and traditional sub-
;1 |sistetice fisheries of Alaska Natives; and

I WHEREAS the content of these fisheries will have a tremendous bearing on

i
i, Ithe feasibility of future expansion of salmon enhancement facilities in both
l/ Alaska and Canada; and
H WHEREAS the advice of members of the Alaska fishing industry has time
i»iand again proven itself to be of great value to the government negotiators
n involved in international fisheries treaty negotiations; and
1 WHEREAS technical advisors from the industrial sector have not received
»i public support to fulfill their vital role in these particular negotiations,
£1 even though the costs to the industry representatives in lost fishing time,
M travel, and subsistence to attend the numerous negotiating sessions in
/i Seattle, Washington, and Vancouver, British Columbia, have been financially
w burdensome for these representatives;

BE IT RESOLVED that the Alaska State Legislature respectfully requests

that the U.S. Department of Commerce reimburse the actuul expenses incurred

;o1 In traveling to and attending the negotiating sessions of chose Alaska

-1- HJR 53



1 fishing industry representatives who nave been invited to advise the chief

2 U.S. negotiator.

1 COPIES of this resolution shall be sent to the Honorable Juanita M.

4 Kreps, Secretary of Commerce; Richard Frank, Director of the National Oceanic

> and Atmospheric Administration; and Donald McKeman, Chief U.S. negotiator.

5

23



RECORDS
CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Date



Pr3ntliif”to t:he financing of an addition to the University of Aliilsi-ia power

[ >0 COMMITTEE REPORT
HOUSE
L Date
Mr. Speaker:
The Committee on 1 -AIcF has had  'CR =1-
under consideration. A majority of the members of the Committee
T recommends it do pass
[ [ recommends it donot pass
[ | recommends it dopass withattached amendment(s)
rj recommends it bereplacedwith CSfor and that
CS for do pass
[ [ (and) recommends it be referred to the
committee

[~T reports it back without recommendation
/ 7 anp attaches a report of its intent

[~T (other)
MEMBERS SIGNING THE MAJORITY REPORT:
1)1
oty o fy _ V

5

MEMBERS NOT CONCURRING IN THE MAJORITY REPORT:

recommends:
recommends:
recommends:
A hﬂ < N #1
""""""" Chairman

H 60



Introduced: 4/20/77
Referred: Finance

IN THE HOUSE BY COWPER
HOUSE CONCURRENT RESOLUTION No. 54
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
Relating to the financing of an addition
to the University of Alaska power plant.

BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS the Legislature, with the passage of House Concurrent Resolution
No. 45 in the Second Legislature, Second Session, recognized the needs of the
University of Alaska for adequate heating facilities and made it possible for
the Board of Regents of theUniversity of Alaska to proceed with the estab—
lishment of a nonprofit corporation designed to finance the construction of
the heating plant needed bythe University of Alaska; and

WHEREAS the production of power is an integral part of the heating
plant; and

WHEREAS, since the construction of the heating plant by the nonprofit
corporation, power needs of the university have grown substantially and;

WHEREAS the cost of purchasing power is anticipated to continue growing
at a substantial rate in the years to come; and

WHEREAS the present needs of the University of Alaska for power are such
that it has critical need for expansion of the existing power plant; and

WHEREAS it has been established that it is feasible for such an expansion
of the power plant to be constructed by the Univeisity of Alaska Heating
Corporation through the sale of bonds to obtain necessary construction funds
and through the amortization of the debt from rental or power service fees
charged to the university over a period of years; and

WHEREAS this method of financing would assure expansion of the power
plant to provide adequate power generation to meet the total needs of the
university for the foreseeable future; and

-1 HCR 54
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WHEREAS this method of financing would eliminate the need for immediate
financing of capital construction from current revenues of the general fund;
and

WHEREAS as a result of this expansion the Fairbanks campus will provide
increased facilities for public shelter in times of disaster;

BE IT RESOLVED by the Alaska State Legislature that the Board of Regents
of the University of Alaska, in its sound discretion, 1is requested to proceed
immediately through the University of Alaska Heating Corporation with any
needed expansions to the existing power plant, the financing of which shall
be through the sale of bonds by the corporation, and the corporation shall
amortize the debt from rentals or heating service fees charged to the univer—
sity over a period of years.

COPIES of this resolution shall be sent to all members of the Board of

Regents of the University of Alaska.

HCR y* -2- #



Introduced: 4/20/77
Referred: Finance

IN THE HOUSE BY COWPER
HOUSE CONCURRENT RESOLUTION NO. 54
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
Relating to the financing of an addition
c to the University of Alaska power plant.
7 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
q WHEREAS the Legislature, with the passage of House Concurrent Resolution
o No. 45 in the Second Legislature, Second Session, recognized the needs of the
10 University of Alaska for adequate heating facilities and made it possible for
Il the Board of Regents of the University of Alaska to proceed with the estab-
iv lishment of a nonprofit corporation designed to finance the construction of
n | the heating plant needed by the University of Alaska; and
M WHEREAS the production of power is an integral part of the heating
10 I plant; and
10 WHEREAS, since the construction of the heating plant by the nonprofit
i/ corporation, power needs of the university have grown substantially and;
ifl WHEREAS the cost of purchasing power is anticipated to continue growing
IB at asubstantial rate in the years to come; and

O WHEREAS the present needs of the University of Alaska for power are such

%

that it has critical need for expansion of the existing power plant; and

W WHEREAS it has been established that it is feasible for such an expansion
vi of the power plant to be constructed by the University of Alaska Heating

vi Corporation through the sale of bonds to obtain necessary construction funds
w and through the amortization of the debt from rental or power service fees

MAi charged to the university over a period of years; and

v/ WHEREAS this method of financing would assure expansion of the power

A plant to provide adequate power generation to meet the total needs of the

2il university for the foreseeable future; and

1- HCR 54
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WHEREAS this method of financing would eliminate the need for immediate
financing cf capital construction from current revenues of the general fund;
and

WHEREAS as a result of this expansion the Fairbanks campus will provide
increased facilities for public shelter in times of disaster;

BE IT RESOLVED by the Alaska State Legislature that the Board of Regents
of the University of Alaska, in its sound discretion, 1is requested to proceed
immediately through the University of Alaska Heating Corporation with any
needed expansions to the existing power plant, the financing of which shall
be through the sale of bonds by the corporation, and the corporation shall
amortize the debt from rentals or heating service fees charged to the univer—
sity over a period of years.

COPIES of this resolution shall be sent to all members of the Board of

Regents of the University of Alaska.

1ICR 54 -2-
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CERTIFICATION

I, tho undersigned, an employee of tho State of Alaska, do hereby certify
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Approving the dlopoe.tl to Alankn Pipeline Co. of royalty

In IZind
COMMITTEE REPORT
/77 HOUSE

!/ / Date
Nr. Speaker:
The Committee on r- em has had co
under consideration. A majority of the members of the Committee
/~7 recommends it do pass
/~7 recommends it donot pass
/~7 recommends it dopass withattached amendment(s)
/~7 recommends it be replacedwith CSfor and that

CS for do pass

/ / (and) recommends it be referred to the

committee
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BY THE RULES COMMITTEE BY
IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE CONCURRENT RESOLUTION NO. 58
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION
Approving the disposal to Alaska
Pipeline Company of royalty gas
taken in-kind
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS, under AS 38.06.055(a), each house of the legislature must
[approve by concurrent resolution all sales of state-owned royalty natural
gas before the sale may be consummated; and

WHEREAS the State of Alaska has the right under AS 38.05.180 and its
oil and gas leases to receive royalty natural gas either in-kindor in-
value from fields in the Cook Inlet area; and

WHEREAS the commissioner of natural resources has entered into a
contract for the sale of state-owned royalty natural gas fromtheNorth
Cook Inlet Field to Alaska Pipeline Company; and

WHEREAS the Alaska Royalty Oil A Gas Development Advisory Board
approved the contract for the sale of royalty natural gas from the North
Cook Inltt Field to Alaska Pipeline Company; and

WHEREAS the legislature has reviewed this contract and conducted
hearings and otherwise received public input cn this contract; and

WHEREAS the legislature finds this contract to be in the public
interest of Alaska and its people, and further Tfinds that this contrncL is
in compliance with all requirements of law;

BE IT RESOLVED by the Alaska State Legislature that the "Gan Purchase
Contract" dated April 11, 1977, with the Alaska Pipeline Company and the
commissioner of natural resources for the sale anil purchase of royalty
natural gas from the North Cook Inlet FielLd is hereby approved.

-1- HCR 58
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Tho Honorable Hugh Malone
Speaker of tho House
Alaska State Legislature
Juneau, Alaska 99311

Dear MI*. Speaker:

Under authority of art. 111, sec. 1C of tho Alaska
Constitution, and in accordance with AS 24.30.060(b)
and tho Uniform Hule3 of the Alaska State Legislature,
I an transmitting a resolution giving legislative
approval to a caie of royalty natural gas from the
North Cook Inlet Field to Alaska Pipeline Company. AS
30.0C.065(a) provides that no sale of state-owned
royalty oil may be made unless approved by concurrent
resolution of the legislature*

The Alaska Royalty Oil and Gas Development Advisory
Board reviewed the contract and granted its approval on
April 6, 1977. The Board"s declarations and findings
are included in the material submitted to each legis—
lator today. I v/ould be pleased to a.ssist you with any
additional information vhich you request.

Last year the State of Alaska and tho Alaska Pipeline
Company entered into a contract for the sale of tho
sana royalty gas to Alaska Pipeline Company. That
contract wan approved by the legislature laot session.
However, certain difficulties with volume flexibility
and arranging for tho transportation of the gan from
the offshore platform to ahoro prevented Alaska Pipe—
line Company from receiving the gan undor that con—
tract. Tho current agreement has been executed to
solve these problems and alio;/ royalty gas to

Lvcrcd to Alaska Pipeline Company.

The problems with the previous agreement were:

1. Alaska Pipeline Company was unable to
use all of tho royalty gas at oil times
(as required in tho contract) due tc
lack of an adequate market; nnd yet, bocmino
of limitations a]so included in tho contract,
is unable to soli tho excess gas back to
Phillips Petroleum Company for ox.port from
the Dtato,



2. Alaska Pipeline Company was unable to
entor into an agreement with Phillips Petro—
leum Company for transporting of the gas to
shore from tho production platform duo to
understandable reluctance of Phillips to
expose themselves to the jurisdiction of the
Public Utilities Commission or the Pipeline
Commission. The new agreement | am submitting
to the legislature today remedies these
problems.

This new agreement with Alaska Pipeline necessitated
that the State it3elf also enter into an agreement with
Phillips Petroleum Company for delivery of the royalty
gas from the platform to shore. This agreement re—
quires that the State pay the cost of gathering and
compressing the royalty gas to the point of delivery;
however, Zvlaska Pipeline Company in turn agrees to pay
these costs to Phillips for the account of the State,
The Royalty Board has neither responsibility nor author—
ity to judge the appropriateness of tho level of these
charges, and has not done so.

Phillips Petroleum Company has operational problems
affecting their ability to deliver guaranteed volumes
of royalty gas to shore, as does Alaska Pipeline
Company affecting their ability to market the ga3
available. These companies, together with the State,
have agreed to usu their "best reasonable efforts™ to
accommodate tho needs of one another to produce and
market royalty gas.

Tho contract between the State and Phillips does not
strictly require legislative approval since it door, not
involve a sale of royalty gas. nevertheless, | have
included it in the materials submitted to the legis—
lature because it is an integral part of the sale of
royalty gas to Alaska Pipeline Company.

I believe your careful review of the enclosed materials
will reveal many questions regarding this approach to
resolving the many problmes associated with tho ac—
quiring and delivery of this royalty gas. However, 1
also believa that those agreements are the bent possible
solution at this time, are in tho best interest of

the State, and aro important to tho long-term interest
of Anchorage utility customers.

Thank you for your consideration.

Sincerely,

Jay S. Hammond
Governor



RECORDS
CERTIFICATION

I, tho undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions heve been made.
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/1 Signature of Camera Operator Date
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BY THE RULES COMMITTEE BY
I IN THE HOUSE REQUEST OF THE GOVERNOR

HOUSE CONCURRENT RESOLUTION NO. 58
IN THE LEGISLATURE OF THE STATE OF ALASKA

TENTH LEGISLATURE - FIRST SESSION
5 Approving the disposal to Alaska
6 Pipeline Company of royalty gas

taken in-kind

8 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9 WHEREAS, under AS 38.06.055(a), each house of the legislature must
10 approve by concurrent resolution all sales of state-owned royalty natural
1 gas before the sale may be consummated; and
B WHEREAS the State of Alaska has the right under AS 38.05.180 and its
B3 oil and gas leases to receive royalty natural gas either in-kind or in-

14 value from fields in the Cook Inlet area; and

IS WHEREAS the commissioner of natural resources has entered into a

M, contract for the sale of state-owned royalty naturalgas from the North
¥ cCook Inlet Field to Alaska Pipeline Company; and

8 WHEREAS the Alaska Royalty Uil & Gas Development Advisory Board

B approved the contract for the sale of royalty natural gas from the North
;0 Cook Inlet Field to Alaska Pipeline Company, and

a WHEREAS the legislature has reviewed this contract and conducted

3B hearings and otherwise received public input on this con met; and

3 WHEREAS the legislature finds this contract to be in the public
interest of Alaska and its people, and further findsthat thiscontract is

3 in compliance witli all requirements of law;

36 BE IT RESOLVED by the Alaska State Legislature that the "Gas Purchase
¥ Contract" dated April 11, 1977, with the Alaska Pipeline Company and tho

% commissioner of natural resources for the sale and purchase of royalty
I natural gas from the North Cook Inlet Field is hereby approved.
-1- HCR 58



MEtIOR ANDUM April 27, 1977

SUBJECT: Policy Considerations in North Cook Inlet Royalty Gas Sale
(W.O. #4105, Supplemental)

TO: The Honorable John Rader

FROM: Gregg K. Erickson
Director of Research

Sunmary

As you requested, we have provided you, in the form of Ms. Kallab's
memorandum of April 26, a review of the history and issues raised by the
proposed North Cook Inlet royalty gas sale. After review of Ms. Kallab's
findings (in which we concur), we believe that approval of this contract
will tend to create far-reaching precedents with respect to the terms

and conditions under which the state may make royalty gas available for
in-state use, both elsewhere in the Cook Inlet field and in the northern
part of the state. In addition, we believe that a brief technical
analysis of the charges established by Phillips for transportation of
the state's royalty gas is in order.

Precedents That Mould Be Established By The Proposed Sale

As a matter of public policyj there iri.ll be no regulatory revieio of the
transportation coots charged against royalty gas. In general, it makes
no economic or technical sense to have a multiplicity of oil or gas
pipelines running from point A to point B. Because of the fact that the
efficiency of pipeline transportation increases very rapidly as one goes
from smaller to larger pipelines, it minimizes the real economic costs
of transportation to have a single line of the largest possible diameter.
The owner of such a line has a monopoly, but it is a "natural monopoly"
in the same sense that an electrical distribution or telephone system is

a natural monopoly, i.e ., to have more than one system would simply
raise costs to the consumer. In the absence of regulatory restraint,
however, the natural monopolist will have every incentive to charqge
"what the market will bear". Ratification of the current proposal may

establish an important precedent with respect to the means by which
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charges are assessed against gas taken in kind for in-state use else-
where in Alaska. We may reasonably expect to see many other situations
in the future where industrial facilities are served by private carrier
lines similar to the Phillips line in Cook Inlet. Use of these lines
may be the only reasonable way for the state to bring its royalty gas to
local markets. Ratification of the current contract would tend to
establish the precedent that the owners of these lines should be per-
mitted to charge for the transportation of the state's royalty gas on
the basis of what the market will bear rather than on the basis of the
cost to them of providing the transportation service.

Ifhenever the state takes -its royalty gas (or oil) it will he obligated
to hear the cost of increasing production by the amount necessary to
maintain the original flow level. In the instant case, these costs are

the 10£ per Mcf which would be charged by Phillips to cover their costs
of additional compression facilities.

I'he legislature (and the Alaska "Public U tilities Commission) w ill acquiesce
in an arrangement which proposes the construction of a $4 million gas
transmission facility which is, by any standard of technical and economic
efficiency, totally unnecessary. Because of the lack of regulatory
jurisdiction or the unwillingness of Alaska Pipeline Company (APC) and
the Alaska Public U tilities Commission (APUC) to pursue regulatory
solutions which may be available under existing law, APC has not been
able to negotiate an exchange agreement with Union-Marathon (U-M) which
v/ould, as Ms. Kallab's memorandum points out, make the $4 million "royalty
gas line" unnecessary. Although the negotiation of such an agreement
v/ould not appear to increase costs to U-M by one iota (they may even
reduce them) there are conroercial advantages to U-M in refusing to
negotiate, since blocking such an agreement limits the alternative

supply options of Alaska Pipeline Company and thus enhances the value of
U-M's gas reserves in the Kenai field. Of course, Phillips has its own
reasons for not wishing to entei into such an agreement; i.e ., to retain
the royalty * .s share.

By ratifying this agreement the legislature (coid the APUC) encourage
the cross subsidisation of one grenqgj of rate payers by another groitp.
The commission has, as noted in Ms. Kal' ib's memorandum, stated that the

higher costs of royalty gas shall be allocated proportionately among all
rate payers served by Alaska Pipeline Company. Until and unless the
proposed royalty gas line is built (or an exchange agreement is developed)
this will result in those rate payers located in the North Kenai Road
Service Area (who consume the relatively high cost gas) being subsidized
by the rate payers elsewhere in APC's system. If, as expected, the
wellhead price of gas in Cook Inlet rises, 1t will almost certainly

result in the Bernice Lake power plant paying less for its gas than
Alaska Pipeline Company is paying for It. Apart from the questions of
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fairness involved, this is certainly an invitation to a rate-payer
action in which it would be asserted that the rates charged by APC are
noncompensatory and thus not "just and reasonable" as required under
existing law.

Technical Considerations With Respect to the Proposed Rates

As Ms. Kallab has pointed out, Phillips has asserted that the 5.5£/Mcf
deduction used in calculating the wellhead value of natural gas for
royalty and severance tax purposes is "not appropriate"” for the calcu-
lation of transportation charges against royalty gas taken in kind. We
are not aware of any rationalization of this statement. It seems fairly
clear, however, that the difference between this figure and the 20<t/Mcf
(escalating at 62) which they propose to charge is greater than can be

justified by any rationale we can conceive. It is possible that neither
figure represents a fair and reasonable transportation cost, but it is
impossible that both can simultaneously be "fair and reasonable"” in the

context of the purposes for which they are being used.

We do not assert that we can establish or even estimate what would be a
"fair and reasonable" charge for transporting the royalty gas ashore,
but we do concur with the sentiments expressed by Dr. Dave Knuiison,
petroleum economist with the Department of Revenue, who (writing as a
private citizen) states that he can find "no justification that a pipe-

line costing $10 to $12 million perhaps nine years ago (which 1s most
probably highly depreciated) should have a cost of service of 10f£ per
Mcf". Mr. Knudson's letter, dated April 6, 1977, is a part of the

royalty board's o fficial file on this matter, and a copy of it s
attached for your convenience. Although we believe fair and reasonable
charges in this instance can only be determined by an appropriate
regulatory proceeding, we do categorically assert that the calculations
contained in "Table I" do not conform to any of the possible rate-making
methodologies that are used by regulatory commissions in the United
States.

GKErjm
Attachment



Mr. Donald Wold, Executive Director April 6, 1977
Oil and Gas Royalty Advisory Board

Department of natural Resources

State of Alaska

Juneau, AK 99801

subject: the proposed contract between State of Alaska and Phillips
Petroleum Company for Worth Cook Inlet royalty gas

Dear Don:

After reading the draft contract attached to this letter, | am required
to inform you that | believe this contract to be severely prejudicial
to the natural gas consumers served by Alaskan Pipeline Company.

Specifically, | am troubled by Article 9.1, Article 9.2, and Article 11.1.
These articles establish a basic cost of service, an escalation factor

to be applied to this basic cost of service, a provision for higher

costs of service due to compressor costs, and on exemption of this

natural gas transmission system from Alaska Public Service Commission

control.

I have seen no justification that a pipeline costing 10 to 12 million
dollars perhaps 9 years ago (which is most probably highly depreciated)
should have a cost of service of 10p per Mcf. Regarding the rate of
escalation to be applied to the basic rate (i.e ., f> per cent per annum),

Davie! i..1. Knudson
7S!'0 Chad

ALASKA ROYALTY
Anchorage, AK 99K'I2

OIL acGAS BOARD
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUWM April 26, 1977
SUBJECT: North Cook Inlet Royalty Gas Sale (IT.0. 4105)
TO: The Honorable John Rader

FROM: Elke Kallab
Research Analyst

This is in response to your request to look into matters relating to the
proposed sale of state royalty gas from the North Cook Inlet gas field
to Alaska Pipeline Company. You were particularly concerned with the
gathering and compression charges Phillips Petroleum Company, the
operator of the North Cook Inlet gas field, is planning to assess
Alaska Pipeline Company for producing and transporting the royalty gas
to Alaska Pipeline Company, and the question of whether Phillips Petro-
leum Company would come under the jurisdiction of the Alaska Public

U tilities Commission or the Alaska Pipeline Commission as a result of
transporting gas for Alaska Pipeline Company.

Summary

It would appear from the available records and all the information we
have obtained that the added gathering and compression charges, nego-
tiated between Phillips Petroleum Company and Alaska Pipeline Company
w ill be allowed to be flowed through by virtue of Order No. 3, Docket
U-75-68 issued by the Alaska Public Utilities Commission December 17,
1975, unless the APUC can be convinced to reopen the case in order to

determine if the added charges are "reasonable and just". Furthermore,
the Attorney General's office has issued legal opinions which exempt
Phillips Petroleum Company from Alaska Public U tilities Commission or
Alaska Pipeline Commission jurisdiction, since contracts, which have
been submitted to the Legislature for approval, propose that Phillips

Petroleum Company transport the royalty gas from the platform to a
delivery point onshore for the State with Alaska Pipeline Company taking

delivery onshore from the State and reimbursing the State for any costs
incurred.

However, we believe sufficient grounds exist to question some of the
propositions or assumptions which have been put forward to advance the
argument that the royalty gas sale as presently proposed is in the best
interests of the State and the public.
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We submit the following information to provide you with an abbreviated
history of v/hat has transpired to date regarding the sale of royalty gas
from the North Cook Inlet gas field to Alaska Pipeline Company, as well

as to discuss in some detail the various issues which are involved in
this matter.

After you have had an opportunity to read this memorandum, we v/ould
appreciate receiving your comments and instructions as to how you wish
us to proceed. We would be happy to expand on any point or matter, or
ansv/er any questions you may have.

EK:mo
Enclosures



ATTACHMENT TO MEMORANDUM OF APRIL 26, 1977
CONCERNING NORTH COOK INLET ROYALTY GAS SALE

Background

In August of 1975 Alaska Pipeline Company (APC) first approached the
State to purchase the State's royalty gas from the North Cook Inlet gas
field . APC needs additional supplies of gas to assure continued service
for its North Kenai Road customers, which includes the Bernice Lake
power plant as the main customer, and some 285 other small customers.
These customers are presently being supplied by gas APC has contracted
for with Union-Marathon (U-M) from the Kenai gas field / The original
contract was for ten years, expiring April 30, 1977, for a total of 10
Bcf of gas. Due to unexpected heavy usage, APC used up its committed
supply in August 1976. The contract has been extended by U-M using
"Anchorage" reserves from a second contract APC has with Union-Marathon

for gas from the Kenai field.

In addition to the immediate need to replace the exhausted gas supply on
the North Kenai Road, APC also needs to build up its diminishing dedi-
cated gas reserves, particularly in the Anchorage area. (The need for
added dedicated reserves v/as apparently the major consideration for
allowing flow through of higher priced royalty gas in APUC's Order

No. 3, according to former Commissioner Richard D. Edwards, who heard

the case.)

A map shoving location of the gas fields, pipelines and other per-
tinent information relating to this memorandum is enclosed for
ready reference.



The North Cook Inlet royalty gas for which APC made an offer is now
being used by Phillips Petroleum Company, the producer/operator of the
North Cook Inlet gas field, to meet 70 percent of its contractual

requirements with Tokyo Gas and Tokyo Electric.

APC offered to pay the State the same price as the State is receiving
from Phillips for royalty gas taken in value by the State from the North
Cook Inlet field. At the time APC assumed this price to be 45<-/Mcf at
the wellhead and 5.55~/Mcf for transportation from the platform to
Phillips' Kenai LNG plant. However, as discussions continued, it

became quite clear that Phillips did not accept the 5.55~/Mcf figure as
an appropriate transportation cost. They indicated that the 5.55£/Mcf
charge was ". . . worked out and used as a deduction for computing
wellhead value of the gas for purposes of paying royalty and

taxes . . and that it was not the appropriate place differential for
the kind of arrangement APC was contemplating.-7 As a result APC and
Phillips entered intc negotiations to arrive at a mutually agreeable
charge for gathering and added compression costs. By negotiation the
charges were agreed to be IOC/Mcf for dehydration and delivery of the
royalty gas to shore, and a 10~/Mcf charge for added compression facilities
required to deliver the State's royalty gas in-kind, to be increased by
mutual agreement as further compression facilities were needed to
maintain production. Table | and 11, enclosed, were supplied by Phillips

Petroleum Company at tho request of the Alaska Royalty Oil and Gas

* hotter from Phillips Patrolmen Co"paK'j to AUlttha Goo ar.d Soivice
Company, doted Jawwy 9, 197G.



Development Advisory Board to "justify" the added gathering and com-

pression charges.

The royalty gas which APC hopes to buy from the State is more expensive
than gas APC receives and has under contract from other sources. APC
expected that the Alaska Public U tilities Commission (APUC) would allow
them to flow through the added costs entailed inpurchasing the royalty
gas, which then were thought to be 50.45~/Mcfat the Kenai I.LNG plant
gate, and also cnat the APUC would allow APC to "commingle" the higher
priced royalty gas with lower priced gas APC purchases from other
suppliers. (Apparently "commirgling" is wused by the parties involved to

mean what is usually referred to as "rolled in" or average cost pricing).

The APUC did in fact permit the commingling of the higher priced royalty
gas with lower priced gas available to APC in their Order No. 3, Docket
U-75-68 issued December 17, 1975. The order provides that the differing
costs would be averaged on a monthly basis to insure a "proper" p'-ice to
consumers, since the North Cook Inlc, royaltygas is available only as

produced by Phillips in meeting their own needs, and thus a predictable
and fixed daily volume cannot be assured. The APUC estimated that the

commingling of royalty gas with |Irver priced gas would increase the

costs to customers between 2£-56/Mcf per month.

In addition, the APUC allowed APC to flow through the costs of royally

gas purchases from the North Cook Inlet gas field. In doing so they did

®



not mention any cost figures on which the flow through provision was

allowed.

(The royalty clause in the commission's December 1975 order states that
it was imperative for APC to build up its reserves. However, it also
provided that if the royalty clause was not used to reflect an average
cost of gas on or before August 1, 1976, the APUC v/ould commence an
investigation to determine the reasons for the non-use and to determine
whether the royalty clause should be deleted from APC's tariff. APC did
provide the APUC with information why they could not take delivery of
the North Cook Inlet royalty gas. There is no indication that the APUC

took any action as a result of this.)2

APC also proposed to build a "royalty" pipeline from the onshore delivery
point to its Anchorage line, a distance of approximately 30 miles and at
a cost of approximately $4,000,000, to absorb the excess gas over and
above that required to meet the North Kenai Road demands, thereby

hoping to reduce the rate at which the reserves dedicated to Anchorage

in the Kenai field would decline. However, APC stressed that an "exchange"

of gas using Union-Marathonls transmission line from the Kenai gas field
to the North Kenai Road would be preferable to a literal transfer of
excess North Cook Inlet royalty gas since such an "exchange" would
reduce the need to construct the "royalty"” line. Such an "exchange®
agreement has not been worked out between the parties which would be

affected.

Lobtcis Jrart Alaska O'is and Service CcrrpaKy to Alaska Public U tilities
Cormiuoior.j dated Septa’nbor 29, 1973.



Around December of 1975, Homer Electric Association (HEA) too made
application for the North Cook Inlet royalty gas to provide electricity
on the Kenai Peninsula. Much of the available royalty gas from the
North Cook Inlet gas field would be used to supply the Bernice Lake
power plant on the North Kenai Road, which HEA hopes to acquire from
Chugach Electric Association, and which is now being supplied by APC
with gas from the Kenai gas field. Additional generating facilities HEA
is planning to construct would use up the remaining available royalty
gas from the North Cook Inlet gas field. On March 30, 1976 HEA withdrew
its application for the North Cook Inlet royalty gas since it had found
another reliable supply source for its new generating facilities, and
APC had assured HEA they would supply the Bernice Lake power plant

with gas.

Contract 76-1, selling the State's royalty gas from the North Cook Init:
gas field to APC, was executed June A, 1976 and approved by the Legis-
lature May 20, 1976. The records show that the House passed SCR 106 on
voice vote, and the resolution passed the Senate 17-2. The major pro-

visions of this contract were—

Quantity: All royalty gas available from the North Cook Inlet
gas field.

Delivery The wellhead. Phillips' platform.

Point:

Price: 55.5C/Mcf to July 1, 1977 with subsequent annual price

escalations based on the highest of three pricing
alternatives.

Expiration July 1, 1934, the same time Phillips' contract with
Date: Tokyo Gas and Tokyo Electric expires.

®



Appendix "A", enclosed, sets out the key provisions of this contract

together with those currently before the Legislature.

APC discovered that they could not take delivery of the gas under
Contract 76-1 for a number of reasons, the most significant of which was
that APC would have to take delivery of the gas at the platform ,which
would subject Phillips to regulatory jurisdiction of the APUC orAlaska
Pipeline Commission as a utility. Phillips refuses to be subject to any
regulatory jurisdiction. Their refusal to be regulated Hates back to
the very beginning of the negotiations when the State v/as first approached
by APC to take its royalty gas in-kind r.'ther than value, and has always
presented a potential risk to the successful completion of negotiations.
An attempt to exempt Phillips from regulatory jurisdiction by the APUC
or Alaska Pipeline Commission by way of a waiver proved impossible since
to do so Phillips would have had first to submit to the jursidiction of
the APUC or the Alaska Pipeline Commission to be granted the waiver, a

condition unacceptable to Phillips.

Another difficulty arose as the result of APC not being able to take all
of the royalty gas available as provided for in Contract 76-1. The
average daily royalty gas production from the North Cook Inlet field
amounts to between 15-17 KMcf based on previous years' production.
APC's estimated average daily needs to service their North Kenai Road

customers is approximately 8 MMcf. Since APC has not constructed a

(6)



"royalty" pipeline from the delivery point on the North Kencl Road to
their "Anchorage" line, and since they have not been ab'(e to v/ork out an
"exchange" agreement with Union-Marathon, APC is unable to utilize the
excess amount of gas. The contract does not allow APC to resell the
excess royalty gas to Phillips (although Phillips was agreeable to such
an arrangement) since this would violate the contract provision which
required that all of the royalty gas sold to APC be used within the
State. Since Phillips exports its gas to Japan, selling any excess

royalty gas back to Phillips v/ould be in violation of Contract 76-1.

In conjunction with the excess volume which would have been used if a
"royalty" pipeline had been in existence, APC told the APUC in September
of 1976 that the short life of the contract (July 1, 1984) v/as one of
the reasons for them not constructing a connecting line. Such a line
would have allowed for APC to slow the decline of reserves dedicated to
Anchorage, the main reason the APUC allowed the flow through tariff for
royalty gas. In addition, such a line would also assure a stand-by gas
supply for North Kenai Road customers in case production or supply from

the North Cook Inlet field were to be interrupted for any reason.

By the end of January, 1977 APC petitioned the State to "re-draft”

Contract 76-1 in order to make the contract operational.

To accomplish this it was suggested that the State have the royalty gas
transported to shore thus avoiding APUC jurisdiction over Phillips'

pipeline, since the State is not a utility. APC would take delivery at

)



or near the Kenai LNG plant and reimburse the State for any costs

incurred. A legal opinion from the Attorney General's office was
secured, at the insistence of Phillips, which holds that Phillips is not
a utility subject to APUC jursidiction. Another legal opinion was
issued exempting Phillips' pipeline from Alaska Pipeline Commission

jursidiction on the basis that the pipeline is not used as a common
carrier by Phillips, and that it is not subject to the common carrier
provision of the current law, since the pipeline was constructed prior
to the enactment of that law. (Exemption of Phillips' pipeline from
APUC jursidiction had been supported by the Alaska Royalty Oil and Gas
Development Advisory Board as early as December 1975 to facilitate the

sale of royalty gas to APC.)

It was further suggested that APC would be required to take only such
amounts of royalty gas as they had need for. Any gas APC was unable to
take delivery of as it became available was to be sold to Phillips as if

the State had continued to take its royalty gas in value.

These changes and other provisions v/ere incorporated into agreements
between P hillips and the State, and APC and the State. The contract
between APC and the State is now awaiting legislative approval, with the
agreement between Phillips and the State having been submitted to the
Legislature as an exhibit to the APC contract. The key provisions of

the two agreements are listed in Appendix "A'\ which is enclosed.

(®)



Issues

Gathering, Compression and other Charges or Costs

The amount charged APC by Phillips for dehydration and transportation is
10£/Mcf. The amount charged APC by Phillips to add a compression unit
to maintain capacity in the gathering system is set at 10£/Mcf. (The
agreement between Phillips and the State, and the contract between APC
and the State provide that APC w ill make all payments for the State's
account directly to Phillips.) Both of these charges increase at a
compounded rate of 6 percent per year. As further compression facilities
are installed in the future, additional charges are to be mutually
agreed upon by the parties involved. In addition, APC must pay Phillips
in proportion to its deliveries for any new or increased taxes and
charges which are levied agrinst Phillips with respect to the gathering

of royalty gas.

Phillips has supplied data on the gathering and compression charges
negotiated between themselves and APC for delivering the State's royalty
gas. (See Table | and Table Il enclosed.) These figures have not been
scrutinized as to whether they are just and reasonable by the Alaska
Royalty Oil and Gas Development Advisory Board or the APUC. However, it

has been suggested that they are on the high side.

Perhaps one way to get a better handle on these charges would be to
request the APUC to review the royalty gas clause of its December 1975

order as it applies to allowing flow through charges. At the time the



flow through provision was granted the transportation cost figures were
thought to be considerably less than those proposed now. It is ques-
tionable whether the APUC would have allowed the currently proposed flow
through charges, considering their comment in the order that the flow
through provisions proposed by Alaska Gas and Service Company (AGAS),
the distribution affiliate of APC, were . . so broad that nearly all
increases in any . . . cost of purchased gas could be flowed through."3

This tends to raise some doubts concerning APC's assertion that the APUC

had intended to allow any and all flow through costs. The APUC order
also states that the cost of royalty gas will be "somewhat higher" than
the price of gas from other gas supplies now committeed to APC. Other

supplies are priced at 41.5£/Mcf for gas from the Kenai gas field,
compared to 84.65£/Mcf for royalty gas from the North Cook Inlet field,

i.e ., 104% higher.

It is of particular interest to note that one of the reasons the APUC
allowed the added costs was to provide APC with the opportunity to
obtain additional gas to supplement their dwindling reserves, particularly
in the Anchorage area. Since the "royalty" line to move North Cook

Inlet gas to Anchorage has not been built, and APC is not required under
the contract to deliver gas to Anchorage, the question arises as to
whether the added flow through charges should be allowed by the APUC.

It is difficult to ascertain from the written material we have reviewed

how hard APC negotiated with Phillips for less than the agreed to

3 Alaska Public U tilities Co'misaior. Docket U-75-GQ, Ordev Ho. dated
December 17, 1075, page 7.



charges of 10£/Mcf for transportation and 10£/Mcf for compression.

Records show that APC discouraged the APUC from developing " . . . ‘'a
complete record' of the negotiations (between APC and Phillips) for the
Commission's files . . ."4. The question arses as to what incentives,

if any, existed for APC to negotiate for lower charges if APC assumes

that any added costs can be passed on automatically to the consumer

under U-75-68(3)?

The argument that the royalty gas from the North Cook Inlet gas field s
cheaper, even with the added 20£/Kcf cost for transportation and com-
pression charged by Phillips, than any "new" gas available to APC in the
Cook Inlet is debatable. APC cites a $1.45 price for similar gas in
Cook Inlet being offered by Pacific Alaska LNG to support its contention.
(We understand the above to be a "spot sale".) However, since the con-
tract with APC provides that the State will receive the highest of three
pricing options on the annual anniversary of the contract, one of which
is the highest price paid within a 100 km radius from the Phillips
platform, and since we have been advised that the gas for which Pacific
Alaska LNG is making an offer is within the 100 km radius, it is wunlikely
that APC can escape paying the $1.45 (or even a higher) price within the
next year. Therefore, the assertion that regardless of the added
transportation and compression costs the royalty gas is still a bargain
is not quite accurate, and APC is not entirely candid when using this

argument to attempt to convince the Alaska Oil and Gas Development

N

Letter from Alaska Gar. and Service Company to Alaska Public U tilities
Cormiociont dated Scpsc.mbar 20j 1976.
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Advisory Board, the APUC or the Legislature " . . . that it appears

royalty gas will always be available L at less cost than any other

likely 'new' gas."5

At the same time APC told us that the above situation could not happen
since no comparable sale to that provided for in the current contract
would occur, and they, therefore, would never be subject to the pricing

provision which calls for the highest price to be paid

, . . by any purchaser in the upper Cook Inlet area for gas of
similar conditions of delivery; with due regard to appro-
priate factors including, but not limited to, differences of
BTU content, delivery pressure, terms of the contract and

connection charges." (Current Gas Purchase Contract, page 10,
lines 3-8)

Royalty Line

One of the reasons APC cannot make Contract 76-1 of last year opera-
tional is that the contract provides that APC take all of the royalty
gas available from the North Cook Inlet gas field. To have use for all
royalty gas APC needs to ship approximately 50 percent to its Anchorage
consumers, since only approximately 8 KMcf/day can be utilized on the

North Kenai Road.

APC has been "flirting" with the idea of building a connecting "royalty"
line from tho North Kenai Road area to its "Anchorage" line, which
delivers gas to Anchorage from the Kenai gas field from the beginning of
the negotiations. However, they also have indicated that they would

5 Latter from Alaska Pipeline CotquJ t0 Alaska Oil and Can Development
Advisory Board, dated April IB, 1077.



prefer to enter into an "exchange" agreement with U-M and P hillips to
exchange royalty gas from North Cook Inlet with U-M gas from the Kenai
gas field. This would be technically feasible, and cost far less than
the proposed royalty line, since U-M runs a transmission line from the
Kenai gas field to the North Kenai Road area, with APC running a line
from the Kenai gas field to Anchorage. An exchange agreement v/ould thus

avoid a literal transfer of gas and eliminating construction of a

"royalty" line. (See enclosed map.)

When APC found it impossible to work out an "exchange", they decided to
build their own line to connect with the Anchorage line. However, this
decision brought with it the request for all of the State's royalty gas

from the North Cook Inlet field for the life of production rather than
for a limited term through June of 1934. This request was not accepted
by the State and Contract 76-1 provides for a termination date of July

1, 1984.

The question as to whether APC would build a royalty line continued and
as late as February 2, 1977 APC informed the Alaska Oil and Gas Develop-
ment Advisory Board that they would take such quantities of royalty gas
as they could readily resell to their North Kenai Road customers, and
not be committed to installing a pipeline connecting to their existing

pipeline to Anchorage, although they could do so at their option.0 The

0 Letter from Alaska Pipeline Company to Alaska Oil and Gas Development
Advisory Board, dated February 2, 1977.
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most recent indications are that APC is inclined to build the connecting
line upon approval of the contract by the Legislature, since " . . .it
appears that there is sufficient benefit from the royalty line to

justify the investment by APC."7

The physical absence of the royalty line not only prevents APC from
providing Anchorage with much needed dedicated reserves, which was the
APUC's reason for the royalty clause which allowed flow through of costs
and commingling of lower priced Kenai field gas with North Cook Inlet
royalty gas, but it also prevents APC from providing North Kenai Road
customers with stand-by gas should the royalty gas ever be insufficient

to meet demand.

APC has indicated that a royalty line would not be feasible if the
present contract were not approved this year, because the contract only
extends to June 1, 1984. We do not find this argument very persuasive.
APC fully expects to get the royalty gas from the North Cook Inlet gas
field for the life of production once the contract has been signed.
Furthermore, it should be noted that the new contract provides that the
contract can be extended prior to its termination, a provision absent

from Contract 76-1.

The Legislature may wish to consider extracting a firm commitment from

APC that they will build a royalty line immediately, making it a con-

letter from Alaska Pipeline Company to Alaska Oil and Gao Development
Adviaory Board, dated April 11, 15?7,
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dition of contract approval. If this can be accomplished, then APC
should be required to take all of the royalty gas which becomes avail-
able after completion of the line, and the 3 Bcf "best reasonable

effort" provision should be deleted from and/or revised in the APC
contract as well as the agreement between the State and Phillips to

avoid delays in deliveries once the line is operational.

Jurisdiction

Present indications are that there is no possibility for APUC or APC

jurisdiction over Phillips' pipeline, in as much as Phillips operates
and maintains the line for its own purposes. Phillips has not violated
any laws, and both agreements provide that should Phillips come under

either FPC, APUC or Alaska Pipeline Commission jurisdiction, the agreements
terminate. Short of revoking their right-of-way permit and substituting

a right-of-way lease, which may be possible but almost certainly would
entail litigation, there appears to be no way to make them submit to

regulatory jurisdiction.

To avoid future problems, the Legislature may provide that

1. All pipelines not currently covered by our common carrier statute

agree to common carrier status retroactively to retain their

pipeline right-of-way permits (Right-of-Way Leasing Act-38.35.120).

(15)



2. Sec. 43.06.630(9) of the Alaska Pipeline Commission Act be amended
so that gas processing plants are covered in the definition of what
constitutes a pipeline or pipeline facility, and deleting the

reference to transportation as a common carrier.

3. The possibility should be explored if producers/operators of oil
and gas fields located in remote or inaccessible locations, such as
a platform, should be required to enter into mandatory exchange
agreements with more favorably located fields or transmission
lines, which are regulated by the APUC, to avoid jurisdiction,

w hile at the sairm time protecting the public interest.

These suggestions have not been thoroughly investigated nor checked with
the Division of Legal Services, but are offered as a beginning to remedy
the current jurisdictional problems with which the State is faced as it

affects Phillips' pipeline.

(16)
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TABLE 11

COMPLIESSC 75
(FIRST U2ilIT)

To maintain capacity in the gathering system and compressors to handle
the full 12 .5/ royalty gas volume, i1t will be necessary to install com-
pressors at an earlier date. Also, it is estimated that to maintain this
capacity it will be necessary to install an additional compressor unit
over and above that reouired for maintaining deliveries without the State

taking its royalty gas in kind. Estimated differential, in.compressor

investment is S5 ,00-3,000 .

.
Cost of Compression
. =z S/loar

Depreciation (10 Years) $ 500,000
Kate of Return 155> on Average Investment... ... ..... 335,000
Income Taxes Q 52.95* (State & Federal) ..... . A20,(XX)
Operating EXpPanSe .o oo c i e e ceiaceaanan 715,000
LI 2 $2,010,000

Minimum Annuel Payment **$2,010,000

»Ro.yalty Cas Volume O 13 Bof/Ycar 5-A Ref
Royalty Cns Volume O 55 Bef/'/car « 6.9 Dcf

Coat/itcf © 5.A Bcf « 37-2.1
Cost/;*.cf 6.9 Becf ®27.1¢
Phillips agreed tflth Alaska Pip*:I5nc Company'srequest to acompressor

charge or 10e/"*:r 00 a space-available basis m;l no:dnirua rnnucl charge.
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HOUSE JOURNAL

RULES COMMITTEE
LETTER OF INTENT

The House of Representatives 1in approving the sale
of state royalty gas from the North Cook Inlet field to
Alaska Pipeline Company through HCR 58, does not intend
to waive, in any way, jurisdiction or regulatory authority
of the state over Phillips pipeline or pipelines of a
similar nature, and that approval of HCR 58 not be con—
sidered as a precedent for any royalty oil or gas sales.
The House 1is concerned by the lack of regulatory review
of the tariff charges which would be applicable under
the contract.

The House therefore respectfully requests that the
Governor, before the state enters into any similar
contracts, review the statutes relating to state regula—
tory authority over pipelines used to transport state
royalty oil and gas, including the consideration whether
such lines should be designated as common carriers, and to
report his findings and recommendations to the Second
Session of the Tenth Alaska Legislature.within thirty
days of convening.

In addition to this, there is a question as to
whether all the consumers who will be receiving benefits
of the royalty gas will fairly share in the costs.
Therefore, the Alaska Public Utilities Commission 1is
respectfully requested to review its 1975 decision relatinj
to flow-through costs of royalty gas.

Finally, although an argument for approval of the
contract is certainly to increase the reserves available
to both the Kenai Peninsula and Anchorage, it appears that
either construction of a new line or an exchange agreement
with Union Marathon 1is necessary to make the reserves
usable. Therefore, the Alaska Public Utilities Commission
is respectfully requested to review its 1971 exemption
Erom regulation of the Kenai-Nikiski gas pipeline.

Rep. Sam Cotton, Chairman

Hot se RUles CornptLttoe”-.

hep. wurion Itjp. Parr



SENATE JOURNAL

FENATE FINANCE COMMITTEE

Letter of Intent for HCR 58

The Senate Finance Committee in approving
the sale of state royalty gas from the North Cook
Inlet field to Alaska Pipeline Company through HCR
58, does not intend to waive, in any way, jurisdic -

tion or regulatory authority of the state over

Phillips pipeline or pipelines of a similar nature,
and that approval of HCR 58 not beconsidered as
a precedent for any royalty oil orgas sales. The
Committee is concerned by the lack of regulatory

review of the tariff charges which would be

applicable under the contract.

The Committee therefore respectfully
requests that the Governor, beforethe state enters
into any similar contracts, reviewthe statutes

relating to state regulatory authority over

pipelines used to transport state royalty ol and
gas, including the consideration whether such lines
should be designated as common <carriers, and to

report his findings and recommendations to the Second
Session of the Tenth Alaska Legislature within

thirty days of convening.

In addition to this, there is a qguestion
as to whether all the consumers who will be receiving
benefits of the royalty gas w ill fairly share in the
costs. Therefore, the Alaska Public Utilities
Commission is respectfully requested to review its

1975 decision relating to flow-through costs of

royalty gas.

Finally, although an argument for approval
of the contract is certainly to increase the reserves
available to both the Kenai Peninsula and Anchorage,
it appears that either construction of a new line
or an exchange agreement with Union Marathon is
necossa-y t.o make the reserves usable. Therefore,
the Alaska Public Utilities Commission is respectfully
requested to review its 1971 exemption from regulation

of the Kenai-Nikiski gas pipeline.

J(ghn _C. Sackett, Chairman

Senate Finance Committee

Gcl/orgo H. Hohmun Jdoseph L. Orsini

Ch&ncy Croft John Butrovich

J

1y D. Me land



SENATE JOURNAL

SENATE FINANCE COMMITTEE

Letter of Intent for HCR 58

The Senate Finance Committee in approving
the sale of state royalty gas from the North Cook
Inlet field to Alaska Pipeline Company through HCR
58, does not intend to waive, in any way, jurisdic -

tion or regulatory authority of the state over

Phillips pipeline cr pipelines of a similar nature,
and that approval of HCR 58not be considered as
a precedent for any royalty o il or gas sales. The
Committee is concerned by the lack of regulatory

review of the tariff charges which would be

applicable under the contract.

The Committee therefore respectfully
requests that the Governor,before the state enters
into any similar contracts, review the statutes

relating to state regulatory authority over

pipelines used to transport state royalty ol and
gas, including the consideration whether such lines
should be designated as common <carriers, and to

report his findings and recommendations to the Second
Session of the Tenth Alaska Legislature within

thirty days of convening.

In addition to this, there is a qguestion
as to whether all the consumers who will be receiving
benefits of the royalty gas w ill fairly share in the
costs. Therefore, the Alaska Public Utilities
Commission is respectfully requested to review its

1975 decision relating to flow-through costs of

royalty gas.

Finally, although an argument for approval
of the <contract .s certainly to increase the reserves
available to both the Kenai Peninsula and Anchorage,
it appears that either construction of a new line
or an exchange agreement with Union Marathon is
necessary to make the reserves usable. Therefore,
the Alaska Public Utilities Commission is respectfully
requested to raview izs 1971 exemption from regulation
of the Kenai-Nikiski gas pipeline.

John C. Sackett, Chairman

Senate Finance Committee

George H. Hohman Joseph L. Orsini

Chancy Croft John Butrovich

I1. D. Me land
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Introduced: Al2217 7
Referred: Resources and

Finance

BY THE RULES COMMITTEE BY
I IN THE HOUSE REQUEST OF THE GOVERNOR

2 HOUSE CONCURRENT RESOLUTION NO. 58
IN THE LEGISLATURE OF THE STATE OF ALASKA
TENTH LEGISLATURE - FIRST SESSION

Approving the disposal to Alaska
6 Pipeline Company of royalty gas
/ taken in-kind
8 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:
o WHEREAS, under AS 38.06.055(a), each house of the legislature must
10 approve by concurrent resolution all sales of state-owned royalty natural
I gas before the sale may be consummated; and
» WHEREAS the State of Alaska has the right under AS 38.05.180 and its
1= oil and gas leases to receive royalty natural gas either in-kind or in—
1 value from fields in the Cook Inlet area; and
IS WHEREAS the commissioner of natural resources has entered into a
16 contract for the salel of state-ovmed royalty natural gasfrom the North
v Cook Inlet Field to Alaska Pipeline Company; and
A WHEREAS the Alaska Royalty Oil & Gas Development Advisory Board
1 approved the contract for the sale of royalty natural gas from the North
2 Cook Inlet Field to Alaska Pipeline Company; and
il WHEREAS the legislature has reviewed this contract and conducted
2 hearings and otherwise received public input on this cor tract; and
2 WHEREAS the legislature finds this contract to be in the public

interest of Alaska and its people, and further finds thatthis contract is

> in compliance with all requirements of Law;
26 BE IT RESOLVED by the Alaska State Legislature that the "Gas Pu chase

4 Contract"™ dated April 11, 1977, with the Alaska Pipeline Company and the

** commissioner of natural resources for the sale and purchase of royalty

2 npatural gas from the North Cook Inlet Field is hereby approved.
-1- HCR 58

i



HOUSE JOURNAL

RULES COMMITTEE

LETTER OF INTENT

The House of Representatives 1in approving the sale
of state royalty gas from the North Cook Inlet field to
Alaska Pipeline Company through HCR 58, does not intend
to waive, 1in any way, jurisdiction or regulatory authority
of the state over Phillips pipeline or pipelines of a
similar nature, and that approval of HCR 58 not be con—
sidered as a precedent for any.royalty oil or gas sales.
The House is concerned by the lack of regulatory review
of the tariff charges which would be applicable under
the contract.

The House therefore respectfully requests that the
Governor, before the state enters into any similar
contracts, review the statutes relating to state regula—
tory authority over pipelines used to transport state
royalty oil and gas, including the consideration whether
such lines should be designated as common carriers, and to
report his findings and recommendations to the Second
Session of the Tenth Alaska Legislature .within thirty
days of convening.

In addition to this, there iIs a question as to
whether all the consumers who will be receiving benefits
of the royalty gas will fairly share in the costs.
Therefore, the Alaska Public Utilities Commission is
respectfully requested to reviex-/ its 1975 decision relating
to flow-through costs of royalty gas.

Finally, although an argument for approval of the
contract 1is certainly to increase the reserves available
to both the Kenai Peninsula and Anchorage, it appears that
either construction of a new line or an exchrage agreement
with Union Marathon 1is necessary to make the reserves
usable. Therefore, the Alaska Public Utilities Commission
is respectfully requested to review its 1971 exemption
from regulation of the Kcnai-Nikiski gas pipeline.

Rep. Sam Cotton, Chairman
House Rules Committee,

Rep. [liuchholdt, Vice Chmn Rep. Hiller /) \
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2. Alaska P ehne Com ¥ wa3 un%bﬁ to
nter in an a ree with Phillips Petro-
e C an Hans orUng of tha gasto
shor e fro ﬁ Pro uction gl t%rm to
und rsanda le reluctance of P rlhps to
expose themse Wes to the jurisdiction of the
Public UtHHres Commission or the Pipeline
Commission, The new agreement | am submitting
to the legislature today remedies these
problems.
This new agreem ent with Alaska Pipeline necessitated
that the State itself also ent [ into an agreement wrth
Phnhgs Petroleum Company for delivery of"th erogaty
as from thelgmrmrm to hom This a%ﬁementr
uires that the State pay the cost of % thering. and
corngressnag the ro aIHX gas to the point of delivery?
however, Alaska Pipeline Company In turn agrees to gay
these costs to Phillips for the“account of "the Stat
The RoyaH Board ha rrrtherresgo srblny nor author
ity to “judge the apP opriateness the fevel of these
cliarges, and has not done so.
Phillips Petr_eunr Compan has 0 erano al grobknas
aﬁecnngth ir ability t erv g nw d. volumes
of royalty, gas to shore, a oes A ska Prgehne
Compang affecting their abrlry market the gas
avatlable. ~These companies, t g h I with the State,
have agreed to use their "best reaso nable efforts” to
accommodate the needs of one anoth r to produce and
market royalty gas.
The contract hetween the State and PhrHrps does not
strictly require legislative approval since It does not
Involve a sale of royalty, gas Nevertheless, | have
Included it in the pratetials submitted to thelegrs-
lature because It i3 an.integral part of the salé of
royalty gas to Alaska Pipeline Company.
| believe your careful review of the encMsed naatenah
w ill reveal many questions regardrng his apProac
resolving the many problmes associated with the ac-
quiring and deliv % of this royalty ga However,
also pelieve that these agreements ar the best possible
solution at this tnao aré in tho best interest 0
tho State, and are ortant to the long-term rnterest
0f Anchorage utrhty ustomers.

Thank you for your consideration.
Sincerely,

Jay S. Hammond
Gavernor



